
Lowering of foreign buyer price thresholds 
could boost property sales 
BY JOYCE GOH 

Abalancing act is w h a t gov-
e r n m e n t s m u s t do w h e n 
they at tempt to strike a bal-
ance between the social and 
economic impact tha t t he 

foreign ownership of properties will 
have on their respective countries. 

Closer to home, even though Pu-
trajaya lowered the foreign owner-
ship price threshold in Budget 2020 
to RM600,000 f rom RM1 million ef-
fective this year, state governments 
have jurisdiction over property and 
they have their own price caps in 
this matter. 

For ins t ance , Selangor h a s re-
ta ined its RM2 mill ion m i n i m u m 
threshold for foreign buyers — n o w 
the highest among the states — fol-
lowing a move by Penang last Thurs-
day to tweak its price floor. 

P e n a n g h a s reduced i ts pr ice 
threshold for foreigners by up to 40% 
in a bid to clear RM2.6 billion wor th 
of overhang uni ts in the state. 

The revised pr ic ing, w h i c h in-
cludes reducing the ceiling price of 
landed properties to RM1.8 million 
f rom RM3 mill ion, is valid for one 
year start ing f rom June 11. 

For stratified properties, ceiling 
prices will be reduced to RM800,000 
f rom RMl million on the island and 
to RM400,000 f rom RM500,000 on 
the main land in a 20% reduction. 

Sunway Bhd manag ing director 
of property division Sarena Cheah 
believes t ha t respective state gov-
e r n m e n t s "are aware of th is issue 
and are reviewing the thresholds". 

"Given t h e still-large overhang 
of propert ies across the country, a 
f u r t h e r re laxa t ion of t h e t h r e sh -
olds would not result in foreigners 
compet ing w i t h locals for proper-
ty purchases. Instead, t he property 
sector needs more foreign investors 
and buyers to help reduce the over-
h a n g and reinvigorate t h e sector. 
Furthermore, w h e n foreigners pur-
chase properties in Malaysia, it would 
certainly spur t h e m to spend more 
in the country as they come to stay 
and visit," she adds. 

The issue of foreign ownership of 
property is often a very emotive one, 
observes Datuk Chang Khim Wah , 

Sarena believes that respective state 
governments 'are aware of this issue 
and are reviewing the thresholds' 

president and CEO of Eco World De-
velopment Group Bhd, who believes 
there is room for policies to be put 
in place to ensure tha t locals are not 
crowded out. 

Whi le this was the rationale be-
h i n d the imposi t ion of the th resh-
olds, Chang says the existing l imits 
are likely too h i g h in t h e cu r r en t 
c l imate . 

"To a ce r t a in ex t en t , t h i s h a s 
contr ibuted towards t h e property 
overhang statistics, w h i c h r ema in 
intractably h igh to this day. Clearly, 
the billions stuck in such properties 
can never be resolved t h r o u g h lo-
cal investment alone. Lowering the 
threshold and m a k i n g the unsold 
uni t s available for purchase by for-
eigners can help clear the overhang 
and free up a substantial amoun t of 
cash to be redeployed for productive 
use by the count ry in this t ime of 
need," he says, describing the current 
levels of foreign property ownership 
in Malaysia as "very low",at less than 
5% in total. 

"As a nation that actively seeks to 
attract quality FDIs (foreign direct 
investments) and foreign nationals 
of good standing to make Malaysia 
their second home, a proactive and 
investor-friendly real estate invest-
m e n t policy can be a big plus for us 
to positively differentiate ourselves 
f rom regional competitors," Chang 
says. 

"Fur ther , w e n e e d to apprec i -
ate t h a t , a p a r t f r o m b r i n g i n g i n 
much-needed funds to the country, 
foreign property inves tment s can 

Chang says the issue of foreign 
ownership of property is often a very 
emotive one 

contribute substantially to domestic 
consumption, increase job creation 
in t h e case of those inves t ing for 
business purposes as well as enhance 
cultural ties and improve educational 
exchanges and technology transfer." 

Spurring the property sector 
The foreign threshold aside,proper-
ty players and consultants are posi-
tive about the slew of measures an-
nounced recently to spur the ailing 
sector. 

OSK Property CEO Ong Ghee Bin 
says the s tamp duty exemption on 
the M e m o r a n d u m of Transfer and 
financing agreement will certainly 
help the industry, judging by the suc-
cess of last year's Home Ownership 
Campaign (HOC). 

He foresees similar success for 
HOC 2. 

"Given the current low bank in-
terest rate, it is also a good t ime to 
purchase properties for bo th first-
t ime house buyers as well as inves-
tors. Property has always been looked 
at as a good hedge against inflation, 
especially those in the right location 
and wi th a transit-oriented develop-
m e n t concept," he says. 

Investors are also likely to be more 
incentivised to invest, as loan margin 
financing for the purchase of a third 
property has been raised to 90% from 
70% previously. 

Ong believes that properties in the 
"right location and correct pricing 
will still do well despite the slower 
economic growth". 

He says OSK has been focused on 

Ong believes that properties in the 'right 
location and correct pricing will still do well 
despite the slower economic growth' 

launching properties tha t meet the 
above criteria as well as "and man-
aging our construction cost for n e w 
projects". 

The latest HOC campaign offers 
s t amp duty exemption on the first 
RMl million of a property's value on 
t h e M e m o r a n d u m of Transfer for 
properties priced f rom RM300,000 
to RM2.5 million, and 100% s t amp 
du ty exempt ion for t h e financing 
agreement. 

The exemption is applicable for 
sales and purchase agreements (SPAs) 
inked between June 1,2020 and May 
31,2021, provided developers offer a 
10% discount on the properties. 

There is already a discernible buzz 
on the ground following the J u n e 5 
a n n o u n c e m e n t of property initia-
tives under the National Economic 
Recovery Plan (Penjana). 

C h a n g says EcoWorld not iced 
"a marked p ickup in in te res t" on 
the weekend immediately after the 
measures were announced. 

"Together w i t h the present low 
interest rates and very competitive 
pricing offered by all developers, there 
is certainly no better t ime for Malay-
sians to purchase a home, upgrade to 
a better home or invest in properties 
as a hedge against fu ture inflation," 
h e says. 

Sunway's Cheah believes there 
may be a significant dampening of 
s en t imen t for property purchases 
post-Movement Control Order (MCO) 
and that the recently announced ini-
tiatives are timely to help developers 
support h o m e ownership. 

Foo says the RPGT exemption would 
reduce some of the financial costs in an 
asset disposal 

Foo Gee Jen,group managing di-
rector of CBRE|WTW,says the meas-
ures announced by the government 
over a week ago was "timely and nec-
essary to keep the property marke t 
rolling during this economic down-
time". 

The initiatives suggest t ha t the 
government is keen to incentivise 
bo th h o m e ownership and invest-
ment , h e says. 

"The HOC could have significantly 
expanded market ca tchment by ex-
tending the campaign to the second-
ary market, which accounts for about 
65% of residential transactions.The 
subsale is presumably under taken 
by genuine homebuyers." 

On the other hand , Foo says the 
real property gains tax (RPGT) ex-
emption would reduce some of the fi-
nancial costs in an asset disposal,and 
act as a boon to sellers under strain. 

Under the RPGT exemption,Ma-
laysians can dispose of up to three 
properties between June 1,2020 and 
Dec 31,2021, and not fall under the tax. 

Even so, Foo anticipates the over-
all residential market to remain soft 
in the short to m e d i u m term, wi th 
only the "financially sound" more 
likely to commit . 

He believes the market's response 
to the stimulus package hinges on the 
"preservation of the macro climate", 
namely employment and income. 

"These are t h e condi t ions t h a t 
would then set the tone for domes-
tic demand and consumpt ion con-
fidence for the rest of2020 and 2021," 
h e states. B 
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