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Overhang hangs heavy over property market

AFTER the recent euphoria over glove
stocks, business writers and journalists
tend to compare the market capitalisation
of some of these glove companies with
other sectors or companies.

Recently, there were comparisons made
between Top Glove Corp and Maybank as
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market capitalisation is about to be overtak-
en by another monster and this is non other
than the size of the overhang of the proper-
ty market itself!

Based on data that was released by the
National Property Information Centre
(Napic), Malaysia saw the total ove
rising by 10.7% and 13.2% in volume an
value to 63,063 units worth RM47bil as at
the end of the second half of 2020 -
inst 56,988 units valued at

tively,
RM41.5bil a year ago.

With the total property rising
rapidly, the market is
now at an w"ra as the market's
overhang value soon overtake the

entire market capitalisation of all listed
roperty company, which stood at
.Shil as at Oct 1.
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24.9% of the total. In terms of
price segment, 10,032 units
were below RM300,000
threshold and these, despite
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and this alone accounts for
i some 31.7% of the total over-
hang units.
Table 2 In the mgmnerr.lal segment, both vol-
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. i Clearly, our problems in terms of over-
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hang is concentrated towards the sub-seg-

Existing Stock 1580481 848929 492848 522272 3,444,530 ment of condominium/apartment in the
i residential segment and the service apart-
Incoming & Planned Supply 192,705 126,730 108,106 73314 500855 ments sub-segment and to a lesser extent
to the SoHo sub-segment that is catego-

Future SupplyAsA%of Stock  122%  149% 219% 140%  145% Aoyt e ego-
TheStar graphics the purposes of this article, analysis is

We will be saddled with this huge oversup-
for years to come, we will continuously be

segment saw overhang rise 6.6%

concentrated on the residential segment
and the service apartments and SoHo
sub-segment from the commercial seg-
ment.

The level of overhang in the market, both
in residential and commercial segmzmas
well as incoming leaﬁmed
continues to palnt ab g%uomy pic-
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ties, who are more busy poli-
ticking than anything else, do not take
action drastically, we are in for a point of no
remmrthehtdwtryasawholg.
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ced with a challenging market conditions,
while for investors, the pi market may
not be agl:a;:eexhihu “Isngla ve nature nrid
actasa against inflation as oversupply
will not only limit future price growth but will
result in massive oversupply over demand,
resulting in stagnant or property

Looking into the details, the residential

31,661 units and in terms of value, m
showed an increase of 5.9% to RM20.03bil, a

in Iem].:yuf:;me the 2Q 2020 Bglm is still
higher by 1.

units are concentrated in the
condominium/apartment segment, which
accounted for 51.4% of the total, followed by

Table 1 summarises the current market
status in the form of existing stock, future
and planned awllge From here, we can
observe that both the service apartments
and SoHo sub-segment have a huge future
mppl{ to the extent that they are more

le of existing stock level.
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Overhang numbers have been rising in past few years

> FROM PAGE 9

For residential, due to the large base, the
future supply represents just under 16% of
existing stock.

The next question is, of course, where are
these located and how bad is it in terms of
future supply?

Table 2 summarises the locality of these
sub-segments by states.

For SoHo and service apartments, the
total existing stock from these four locali-
ties alone is equivalent to 97.2% and 89.2%
of Malaysia's existing stock level respec-
tively while for the residential segment, the
3.444mil units represent almost 60% of the
overall national supply.

Naturally, as the nation’s population is
concentrated in these three states and
Kuala Lumpur, the future supplies too are
concentrated at the same localities.

For the residential segment, the future
supply from these four localities represent

some 55.4% of the nation’s total, while in
terms of concentration, future supply
seems to be concentrated in WPKL with
upcoming supply alone accounting some
21.9% of existing stock.

‘While the residential segment data is not
too alarming, the data that represent the
service apartments are rather mind-bog-
gling while that of the SoHo sub-segment,
although relatively high in terms of per-
centages, it is not significantly high in
Lerms of number of units due to the low

ase,

Nevertheless, we are still expected to see
some 43,294 units in future supply, which is
more than double the current stock level
for SoHo sub-segment in these four locali-
ties, which makes-up just over 90% of the
national future supply.

For the service apartments, future supply
is expected to be about 121% of the current
stock level and much of this is expected o
come from WPKL with 125,648 units, which

is 1.7x existing stock level.

All in, future service apartment supplies
from the four states of 284,156 units repre-
sent some 91.4% of the nationwide supply.

Other than the future supply, market nat-
urally needs to be concerned too on proper-
ties that are unsold and are either under
construction or not constructed. In the res-
idential segment, there are some 88,772
units under this category, which represents
just 1.5% of existing stock.

But for the service apartments and SoHo
sub-segment, units that remained unsold
and are under construction or not con-
structed stands at 46,594 units and 4,531
units respectively. This based on existing
stock level is approximately 17.7% and
10.5% of existing stock level.

In summary, we have seen overhang
numbers rising rapidly over the past few
years and continue to do so. Efforts to
address the overhang with Home
Ownership Campaigns or even other meas-

ures don't seem to work as developers are
over-building witl proper lysis of
actual market demand.

With value of overhang fast approaching
the total market capitalisation of the listed
property companies and with huge future
supply in the pipeline, it will take years
before we see market returning to a healthy
state.

Although not all the overhang can be said
to be linked to listed property companies,
one can safely assumed that significant
amount of the overhang, hoth in volume
and value, are those developed by listed
companies. The property market is indeed
at an infliction point and if nothing is done
by the authorities to clamp down on future
supplies, we are in for a shocking outcome
in years down the road.

Pankaj C Kumar is a former head of research
and chief investment officer. Views expressed
here are his own.
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