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Was the property
bubble averted?

» Number of unsold
units could have
been higher if
developers had not
held back projects

* Inthe first half of
2018, there was a
52% drop in the
number of units
intended to be

launched
i#:-
i\ JosephWong
he majority of

Malaysians were wait

ing for the property

bubble to burst last

vear, given that the
number of unsold units had hal
looned Lo nearly 3o.000 unils as
of the first hall of 2015,

Ihe figure was expected o
increase in the second hall of last
vear as there wis a substantial
number of new units nearing
completion

secording 1o reports, there
were 40% more new unsold resi
dential units during the first half

of 2017 compared to the first half

of 20,

The mumber increased 1o
r7 units, valued at RMi7.24bil
as al June 30, 208, according to
the National Property
Information  Centre’s  (Napic)
Property Overhang Report for the
second guarter zoi8. In 2m7, il
wis 20870 unils, valued at
RA12.26 bil.

But the question is whether
the bubble was averted becanse

29,2

property developers held back
projects as  the markel

already  saturated with unsold

wis

units,
The first hall of 2n8 wit
nessed an 8% ijl'l'lllll' m 1|H'

number of new projects launched
in Kuala Lumpur compared to
the same period in 2017, accord
ing to international asset consult
ant Henry Bulcher Malaysia

“In terms of the number of
units, the drop was even more
significant, with a 52% dip in the
number of units unched, This
could be due o weaker market
sentiments bul a key
wintld have been the 14th General
Flection in May

“That month saw no new o

reAsOn

jects being launched as develop
ers held back in view of the gen
eral lack of interest among the
public 1o make substantial linan
cial commitments during this
period when the pervasive focus
was on politics and there was an
overall uneertainty of how the
election woutld pan oul,” it savs in
ils newsletler,

ExastrataSolutions Sdn Bhd
chief real estate consultant and
CEQ Adzman Shah Mohd Ariffin
says the property  bubble in
Malaysia was expected to burst in
2nd but appears to have been
averted

“The fact is that the govern
ment had taken steps o inbro
|||l\"' L} I}I||||’|: measures |'i||'|||'!' o
reduce the risk of non-perform
ing loans and to curb speculation
from causing house prices o
spiral down.

“This helped to curb the
property market from collapsing
due o oversupply and poor sales
take up,” he says,

'hen there was the wait-and
see stance following talk of local
authorities freczing development
orders o curb the overhang

some developers, as can be

An aerial view
of Kuala
Lumpur city.
Developers
have been
holding back
projects to
avoid
worsening
property
overhang.

tal property con

Abdul Rahim sees two possible
outcomes following the overhang

seen from the statistics, are
already holding back their pro-
jects although there are others
who are proceeding with theirs,

Many experts believe that
market forces will eventually
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i t‘w. b

Too much hype on the overhang in
the last few months, says Poon

create a push upwards either
through developers offering pro
motional prices or ‘frechies’ W rid
themselves of lingering stocks.
International property con-
sultaney Rahim & Co expects the

property overhang in Malayvsia o
case over the next two years as
markel forces and various pru
dent measures are expected o
stabilise the situation,

The company’s founder and
executive  chairman, Tan  Sri
\bdul Abdul Rahman,
while conceding that the level of
overhang in the country is wor
rying, sees two possible oot
COMes.

“Une school of thought is that
the local authorities can [recze
development orders to curb the
overhang,

“The other is to let it be
driven by market forces, to let the
market correct itsell,” he told a
recent Rahim & Co one-dmy
seminar on the Malaysian prop
erty market, entitled “Where are
we heading post-GEig.”

Abdul Rahim points out that
the overhang situation this time
round is different from the last
twin as the property market then

Rahim
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il cases, the prop
erty market eventually recovered.

I posins ol

“The eu Ton is el
FeCCSSIon. jusl an oversupply
silualion. In this case. the devel-
ndent in what

It must be

wpers need Lo b

they dre offeri
something that is sellable g

the current market situation,” h

SVN.
Abdul Rahinyis confident that
the property markel, like on the

wo oecasions previousiy, will
reconver Sover line.”
Hahim & Co real  estate
ney  direclor Roberl  Ang

ey 00 cconomy is G

mistured and vou shoudd et
marke! forees decide the direc-
lion, not impose restrictions on
developers and investors

et developers sort them
selves oul. This ean he done by
wany of lowe sites or offering
special pack Int business, von
precd o be simart.”

Abdul - Rahim agrees  that
developers would know what 1o

do 1o sell their unsold units with
oul supervision as they already
Knewy the market

“A prodent developer will not
simply build, hecanse it needs o
take care of the cash flow,” he
RS,

However, some  developers
ek Lo the market in June
vonto the feel-good Fawctor
alter the election unexpectedly
vesulted ina change ol govern
menbalthough the @
linked companics (GLOS were in
a mood of uncertainty at the
i

“As s 1o be expected, all the
new preajects launched i land
scarce K

mernmenl

a L were stz
residential properties with con
dominiuwms. and service aparl
ments Torming the bulk of the

Y RTITHTS

“The majority of the develop-

ers plaved it sale. preferring

Tovus on unils with sizes of less
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The skyline of Petaling Jaya showing the various
commercial, retail, office and residential units. Can
the market support more incoming units?

than Lo sg 0 which conld then

b priced at more financially

levels,” savs Henrs
Malbaysics.
Based on Henry  Buleher

ol the
projects kwmched in il hs offered
units with built-up areas within
the Sor-nooo sg 0 bamd and
It o mix of units

Loot-L2oo sq

5 analysis, 1

Malaysi

another

3o ol the
offered nnits Birger Ui 2000 5
M in size. Approximately 2% of
the projects had units priced
above the RM mil threshold
of the projects offered

“Omnly

projects

while 21

New projects are coming up even within already-developed areas

for sale were in the RM4o0.001 1o
EMooowooa  price  band - and
another 2% between BM6o0,000
and AL

“In ler

(1R

15 ol
o' ol the projects were a
o e prrieed o e BN 500-1

per s M (st Band and 3
LAY e B LR E

sl
o ol the project
units priced above RMs00 psl
New projects Banched inoilhs
were spread  throughoul Koala
Linnpur wi Setapak, e
OUe/oll K Roaud
MonUkiars and Cheras seeing

“Only 1% bl

more than ome new progecl.” it

NiAS,
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in line with the

glut, developers
need Lo slow down or postpone
lannches so tat demand  can
eventdly cateh up with supply

No bubble
superiorWealth Resources Sin

Bhid CEO Alan
Detivve that there was a bubble in

oo doesil
the Tirst place.

“Generally speaking.
Evsia’s housing denmand is still
heslthy, hence the need for the
govermment of te diy 1o suppl
rooo homes each vear for the
First hud U of the vth Makivsia Plan

=1 s generalising
irie
analysed by location and property

is Lhe actual see

Ly e,
“There has been loo much
Bivpe on the overliing in housing

months

supply — in
Whatever
dionar and the evele repeats. Real

recen

% Up must come

estate has alwavs been seen as g
need rather 1 an investmen!
i the past.” he wells FoeusM,
s o proper mwijeets heing
held hack, hi for
operty deselopers to sell when

il is only

s which we
lad alvendy seen, are nobwhat is
favoured  or  demanded,  the
miirket shall “punish’ [the devel-
opers) with unsold  property,
lespecially iF the] prices o |

within the grasp of those whe
apply for
ailids.

Markel
niajor role and the media has
heen plaving its role with hal
aneed reporting, by nol blowing
up negtive: property: news. o
fovusing too mneh on negativity
with regard to the policies inteo
duced by the new government, he
SV

housing  loans.™ e

sentiments  pl i

Poon savs: =“The golden era ol
the kast boom cvele actually did
something good. The newer gen
eration or first-lime homebuyers
had theie fiest taste of wealth
creslion through property invest
ment

=00 course, [Uhis also] resulted
in some greeds aking up
more tan what they could chew
and henee face the unfortunate
potential of a defanll.”

Bt with the dust now having
setthed and the policy directions
of the new administration, devel
opers have gone back o their
Lunch pads amd the market is
likely to see a ramping ap of new

project mehes in

1)

OF course. this is provided
that the cconomic outlook and
property market conditions con

Line Lo reneiin puositive. ==
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