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Affordability, overhang 
and foreclosures 
Bank and developers have different definitions 
of loan rejection 
ByTHEAN LEE CHENG 
starbiz@thestar.com.my 

JOHN is interested to buy a 
RM1.2mil property. Together with 
rebates and all, the real value of 
the house is RMlmil and John is 
aware of that. 

John goes to the bank, and based 
on the sales and purchase agree-
ment, applies for a bank loan of 
RM1.08mil, or 90%. 

But the bank gives him an 80% 
loan amounting to RM960,000. 
John walks away from the pur-
chase. 

The developer blames "stringent 
financing rules" for the aborted 
purchase. To the bank, it has 
approved the loan. 

For the past couple of years, 
developers and banks have their 
own definition of loan rejection. 
Developers say the loan rejection 
rate is as high as 70%. According to 
Bank Negara statistics, loan rejec-
tion is 25.4%. 

At a media briefing on 
"Household debt and house financ-
ing in Malaysia" on Oct 24, Bank 
Negara's Financial Surveillance 
Department director Qaiser 
Iskandar Anwarudin said 54.4% of 
household debt is for housing as at 
June 2019. 

If non-residential properties 
were to be included, this rises to 
60.9%. This is the debt carried by 
Malaysian households, or families, 
for the purchase of properties. 

Qaiser says 84% of housing loans 
are extended by banks, while 16% 
are by other lending, but non-bank, 
institutions. 

"About 70% of a bank's income is 
generated by its lending activities. 

Housing debt: Qaiser says 54.4% 
of household debt is for housing as 
at June 2019. - Bernama 

It is in their best interest to lend 
and housing loan is a significant 
portion," Qaiser says. 

The Real Estate & Housing 
Developers' Assocation Malaysia 
(Rehda) has a different definition 
of loan rejection/approval. 

Rehda (Selangor branch) chair-
man Zulkifly Gharib says a devel-
oper has a register of potential 
buyers who apply for financing, 
and a register of those who make 
successful purchases. 

"If there are 100 prospective 

buyers, but 70% walk away from a 
purchase, to us, that is a 70% rejec-
tion," says Zulkifly, who is Glomac 
Bhd's chief operating officer. 

Zulkifly says "technically" the 
loan may be approved, but it did 
not result in a sale. As long as a 
sale is not concluded, that is con-
sidered as a rejection. 

A source says Rehda has "never 
disputed" Bank Negara's approval 
rates of more than 70%. 

"But we are concerned about the 
high number of potential buyers 
who do not carry on with the pur-
chase because they do not have 
sufficient downpayment," the 
source says. 

The source says most buyers 
want a 90% loan margin. 

In order to ensure a sale goes 
through, the source says a mini-
mum 10% rebate is given during 
the current Home Ownership 
Campaign but the real price is not 
stated in the sales and purchase 
(S&P) agreement. 

The source says although John's 
real price is RMlmil, the developer 
has listed it in the S&P agreement 
as RM1.2mil "to help the buyer 
cover the downpayment." 

"Some buyers Cannot even 
afford a RM50,000 downpayment," 
the source says. 

"Let us look at the situation from 
the perspective of the potential 
buyer, from the bank's perspective. 
And from the developer's. 

"As a developer, we ask our-
selves... what can we do to help 
out. We understand the risk from 
the bank's perspective, but look at 
the industry and its linkages to 
other industry," the source says. 

Rising household debt (2009 - 2018) 
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Source: Bank Negara Malaysia 

Foreclosures (3Q2018 & 2019) 
Preceding Current 

year quarter year quarter 
Preceding Current 

year to year to - a l ici , ycdi iu yedi lu , 
3Q2018 3Q2019 change date 2018 date 2019 c h a n S e 

No. Of 
foreclosure 
case 

Foreclosure 
value 
(RM mil) 

8,760 

3,946 

9,294 +6% 23,658 

5,192 +31.6% 10,889 

26,563 +12% 

14,383 +32% 

Source: AuctionGuru.com.my 

Malaysia's household debt: Among Asia's highest 
HH debt-to-GDP vs GNI per capita income 
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Bulk of household debt for affordable housing 
Household Debt Composition (as at June 2019) 

Credit cards 
3.3% 

Others 
3.2% 

Securities 
5.8% 

Non-residential 
property 
6.5% 

Note: Loans for wealth accumulation are loans for the purchase of residential property, 
non-residential property (including shoplots) and securities (including ASB units) 
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SUMMARIES
Bank and developers have different definitions of loan rejection

JOHN is interested to buy a RM1.2mil property. Together with rebates and all, the real value of the house is RMlmil and John is
aware of that. John goes to the bank, and based on the sales and purchase agreement, applies for a bank loan of RM1.08mil, or
90%.But the bank gives him an 80% loan amounting to RM960,000. John walks away from the purchase.
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