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COVE ORY

BY TAN Al LENG

ank Negara Malaysia's(BNM)
automatic six-month mora-
torium on all bank loans will
benefit property owners with
mortgages, but what happens
after the moratorium ends?

The auction market in the upcoming six
months will slow down due to the morato-
rium on loans, but those who can’t regain
a strong financial footing within that six
months may end up seeing their properties
go into foreclosures, says AuctionGuru.com.
my executive director Gary Chia.

“The critical timing will be at the end of
this year,” he tells EdgeProp.my.

On March 26, BNM announced a six-
month automatic loan moratorium where
all financial institutions would offer a six-
month deferment for all ringgit-denomi-
nated performing loans that had not been
in arrears of more than 90 days as at April 1
including housing loans.

This was a measure to mitigate the finan-
cial impact on individuals and small-and
medium-sized enterprises due to the Cov-
id-19 pandemic and the Movement Control
Order (MCO) which had brought the country
almost to a standstill from March 18 until
May 4, before the movement restriction was
replaced by the Conditional MCO.

The World Bank is projecting a negative
economic growth (-0.1%) for Malaysia this
year amid the Covid-19 crisis, but expects
the country to recover in the fourth quarter
of the year before bouncing back in 2021.

According to BNM's Economic and Mon-
etary Review 2019, which was released in
early April, Malaysia’s economic growth,
as measured by Gross Domestic Product,
is projected at between -2% to 0.5% in 2020
against a highly challenging global eco-
nomic outlook due mainly to the Covid-19
pandemic.

The impact has been felt in Malaysia’s
economy where growth slowed to 0.7% in
the first quarter of 2020 compared with 4.5%
in 1Q2019. Growth in the services and man-
ufacturing sectors will continue to be slug-
gish, impacted by movement restrictions.

Against this backdrop, Chia says the real
situation will emerge when the six-month
loan deferment period ends in September.

“Usually, for auctioneers, the more auc-
tion cases, the better for us, as that gives us
more business, but the sluggish property
market, where both the secondary and pri-
mary markets are stagnant, also means fewer
takers. So overall, it won't be good for the
market,” he says, explaining that an auction-
eer’s revenue depends on appointment fees

Tough for property auctions to go online

Due to the Covid-19 Movement Control
Order (MCO) from March 18, close to 300
properties which were scheduled for auction
biddings have been put on hold, according
to Property Auction House executive
director Danny Loh.

Unlike property developers and real
estate agents, he says moving the auction
process online is difficult as it requires a Lot
of communication such as meetings with
legal consultants, visits to government
agencies and auction sessions with potential
buyers.

Similarly, AuctionGuru.com.my executive
director Gary Chia has also postponed
auctions sessions for more than 100
properties. During the MCO period, the office
took the opportunity to clear administrative
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selling their units via
auctions after receiving
little interest via
conventional channels.
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from clients as well as a certain percentage of commis-
sion from the sale of their clients’ auction properties.

Like Chia, Property Auction House executive direc-
tor Danny Loh foresees a dreary property market in
the near term due to a myriad of uncertainties, both
domestic and global.

He notes that the number of newly completed res-
idences put up for auction has increased over the past
two years, especially in 2019.

“There were quite a number of recently completed
units that went under the hammer last year, some of
which have been left vacant although they are in good
locations,” he says.

For instance, he has five high-rise residential units
located at JalanAmpang, Kuala Lumpur, all brand
new unoccupied units, being prepared to be put up
for bids soon.

Most of the unit owners had intended to turn them
into short-stay rentals but the Joint Management Body
or Management Corporation of their respective build-
ings have banned short-stay activities thus affecting
their investments.

As the number of such foreclosures grew, some banks
have offered borrowers who are facing short-term cash
flow problems special loan repayment arrangements
on a case-by-case basis, says Loh.

Normal sellers exploring
auction platforms

Interestingly, beyond foreclosures, there are increasingly
more enquiries from normal property owners looking
to sell their properties using the auction method in or-
der to find genuine buyers.

so fast even after MCO, hence, | am looking
at shifting my focus more to advisory work
during this slow period,” says Chia, adding
that social distancing is still needed until a
vaccine for the Covid-19 is found.
“Auction buyers still rely heavily on
seeing what they are buying, so they are
finding it difficult to accept the idea of
bidding online. Same goes for sellers.
“Sellers want to see real buyers. In
an auction, everything is transparent
and immediate. If your property has
good potential, it will find its new owner
immediately — a reliable buyer that comes
with money and intention to own the
property,” he notes.

—

“This type of client wants to know whether
there are interested buyers in the market with
the hope that their properties could be sold at
agood price,” says Chia.

By appointing auctioneers, a property will be
valued in a professional manner in order to set
areserve price, while the process of the auc-
tion is transparent, which allows the owners
to see for themselves whether there are inter-
ested buyers.

“By selling a property using the auction
method, owners could also choose the way
they want to sell their properties, for instance
by allowing only interested buyers to view their
units or have the auction session done at their
properties. They could also reject any viewings
if they want to. Although we have watched in-
teresting reality shows by western producers, in
Malaysia, not many owners would want to reveal
their identities,” notes Chia.

Loh has received calls from property owners
who want to try selling their units via auctions
after receiving little interest using convention-
al channels.

“Some of them just felt tired of the negotiation
process and decided that the auction market
could be a better alternative to sell their prop-
erties. But this is still a new concept for most
owners,” he adds.

Dropping reserve prices

There are good bargains on the auction market
already even before the MCO kicked in but get-
ting interested buyers is tough due to the cur-
rent weak consumer sentiment exacerbated by
the Covid-19.

There are deals with reserve prices set more
than 30% below their market value. For purchas-
ers who are cash-rich, these properties are good
opportunities for investment. On the other hand,
for most people, conserving cash would be their
priority in the current environment.

“The Covid-19 pandemic has changed the way
we perceive the world. There will be a change
in our priorities in life post-crisis. One would
be whether we need to own a property. Peo-
ple’s buying behaviour would be impacted, es-
pecially for big-ticket items. If the primary and
secondary markets are hit, the auction market
will definitely be worse,” says Loh.

Loh notes that the reserve price of some land-
ed homes in prime locations could go as low as
50% from market value, for instance, bungalows
near Templer Hills in Rawang and landed homes
in Cyberjaya.

“The entry cost for these properties are just
too high for most interested buyers while for
high-income earners, these may not be the
properties they are looking for,” he explains.
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Uncovering the bargains

A look at auction properties listed on EdgeProp.my
revealed some deals that had reserve prices of at least
30% below market value (according to the respective
agents handling the deals). Here are some of them.

1.5-storey terraced house in;
Taman Impian Emas, Skudai, Johor

Click/tap on
each listing
for more

details

Double-storey terraced house

in Seksyen 7, Shah Alam, Selangor

Built-up: NA

Land area: 1,647 sqft

Bed/baths: 4 bedrooms and 4 bathrooms

Tenure: Leasehold

Reserve price: RM440,000 (33% below market value)

Bungalow house in Taman Yarl, KL

Unit at Central
Residence
Condominium,
f(aLlan Sungai Besi,

Built-up: 2,328 sq ft

Land area: 4,586 sq ft

Bed/baths: 5 bedrooms and 5 bathrooms

Tenure: Freehold

Reserve price: RM620,000 (30% below market value)
Built-up: 1,089 sq ft
Bed/baths: 3 bedrooms
and 2 bathrooms

Tenure: Freehold

Reserve price: RM417,600
(36% below market value)

Unit at Residensi Encoap condominium,
Puteri Harbour, Johor Bahru

Three-storey
terraced house,
in Mutiara Bukit
Jalil, KL

Built-up: 2,495 sqft
Land area: 1,399 sqft
Bed/baths: 5 bedrooms
and 5 bathrooms
Tenure: Freehold
Reserve price:
RM754,560 (37% below
market value)

Built-up: 695 sq ft

Bed/baths: 1 bedroom and 1 bathroom

Tenure: Freehold

Reserve price: RM308,500 (64% below market value)

Built-up: 5,187 sqft

Land area: 4,822 sqft

Bed/baths: 6 bedrooms and 6 bathrooms

Tenure: Freehold

Reserve price: RM1,749,600 (38% below market value)

Duplex penthouse in G Residence
Condominium, Kuchai Lama, KL

Built-up: 2,303 sq ft

Bed/baths: 4+1 bedrooms and 4 bathrooms

Tenure: Freehold

Reserve price: RM874,800 (33% below market value)

Serviced apartment
at Sunway Nexis, Kota
Damansara, Selangor

Built-up: 872 sq ft
Bed/baths: 1+1 bedrooms
and 2 bathrooms

Tenure: Leasehold
Reserve price: RM548,000
(45% below market value)

Three-storey corner terraced house
in Reed Lakefields, Sungai Besi, KL

-

Built-up: 3,502 sq ft

Land area: 3,571 sq ft

Bed/baths: 5 bedrooms and 5 bathrooms

Tenure: Leasehold

Reserve price: RM1.18 million (35% below market
value)

Double-storey semidee house
in Sunway Mutiara, Penang

Built-up: 2,552 sq ft
Land area: 3,552 sq ft
Bed/baths: 4
bedrooms and 3
bathrooms

Tenure: Freehold
Reserve price:
RM974,300 (41%
below market value)

-
2.

2.5-storey semidee house in Taman Murai
Jaya, Simipang Ampat, Penang

Built-up:

1,992 sq ft

Land area:
4,585 sq ft
Bed/baths: 4
bedrooms and 3
bathrooms
Tenure: Freehold
Reserve price:
RM446,000 (34% §
below market
value)
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