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The Malaysian property industry outlook seems rather uncertain going into 2020 

• Most property experts and players expect the 
soft market conditions to continue into 2020 
with affordability and a property overhang 
remaining as the major issues 

• Johor is an attractive destination for 
investment, with the caveat that prices there 
have seen marked volatility in recent years due 
to supply and policy shocks 

The cur ren t sluggish 
housing market does 
not appear to pick up 
anytime soon. In fact, 
the outlook seems 

rather uncertain for the Malay-
sian property industry. 

Sime Darby Property Bhd 
acting group CEO Datuk Wan 
Hashimi Albakri Wan Ahmad 
Aminjaffri says the local property 
market is still consolidating but 
there are indications to suggest 
that the market is responding 
well to support ing measures 
introduced by the government 
in 2019. 

"We will see several proper-
ty-related measures to improve 
the current supply and demand 
mismatch in the sector next year 
(year 2020) with the National 
Housing Policy, ad jus tments 
to the Real Property Gains Tax 
(RPGT), lowering of the threshold 
for foreign buyers and govern-
ment financing schemes like the 
Rent-to-Own (RTO) scheme for 
first-time homebuyers. 

"With the help of the Home 
Ownership Campaign (HOC), 
property developers were able 
to open to a bigger group of 

f i r s t - t i m e homebuyer s and 
upgraders, which in turn helped 
to reduce inventories," he tells 
FocusM. 

Young w o r k i n g a d u l t s 
of low- and middle- income 
brackets would have options to 
buy or rent then own their own 
home with supporting schemes 
like the Youth Housing Scheme 
administered by Bank Simpanan 
Nasional. 

In fact, the federal govern-
ment provides the RTO scheme 
for those who are unable to afford 
the initial 10% deposit and access 
financing to buy their first home, 
Wan Hashimi says. 

"The initiative to assist youths 
and f i r s t - t ime homebuyer s 
will leave a positive impact on 
affordable housing projects in 
Malaysia. 

"It will also help to reduce 

inventories for projects and 
encourage developers to do their 
part in providing housing for 
low- to medium-income earners 
in the country," he notes. 

Stimulating the property 
market 
Most p roper ty exper t s and 
players expect the soft market 
conditions to continue into 2020 
with affordability and a property 
overhang remaining as the major 
issues. However, opportunities 
still exist for the discerning buyer 
and investor. 

There are 80% of housing loan 
rejections as of June 2019, mainly 
due to houses being priced more 
than three times the applicant's 
annual income ratio, according 
to Bank Negara Malaysia. 

This was due to the lack of 
awareness of the home loan 

application process prevalent 
among prospective Malaysian 
homebuyers, especially those 
who are buying for the first time. 

Other reasons for housing 
loan rejections include lack of 
repayment capabilities, unfa-
vourable credit score, banks ' 
diverse risk appetite and other 
financial commitments that may 
affect the success rate of the loan 
application. 

iProperty.com Malaysia Sdn 
Bhd general manager David 
Mawer says one of the main 
issues faced by many Malaysians 
is 011 fully understanding how to 
successfully secure a home loan. 

"We have a lot of young people 
who are just starting out their 
careers, and even for those aged 
30 and above, there seems to be 
little awareness and education 
on the home loan application 
process, which ultimately means 
that it's a challenge for a lot of 
Malaysians to purchase a home," 
he says. 

Based on the p r o p e r t y 
portal 's findings, only 43% of 
iProperty users are familiar with 
debt servicing ratio (DSR) and 
how it affccts their home loans. 

Earlier last year, iProperty 
had conducted a survey con-
cerning the subject of home 
loans. The two biggest consumer 
demographics in Malaysia, the 
B40 and M40 groups, revealed 
that their biggest home purchas-
ing challenge is to successfully 

secure a home loan. 
The B40 group found the 

loan application process to be 
the most important and difficult 
whereas the M40 group indicated 
that it is the most difficult task. 

"The conccpt of DSR is new 
to many people. Often, they 
don't understand that each bank 
has its own DSR benchmarks. 
The DSR shows how much of 
a person's income is used to 
service debt instalments and is 
represented as a percentage," 
says Mawer. 

The downside of not un-
derstanding it. he says, is when 
people enter the market without 
the education, their home loan 
applications may get rejected by 
banks. This might delay or dis-
courage them from purchasing 
a house. 

Macroeconomic factors 
and the road ahead 
Property Guru Internat ional 
(Malaysia) Sdn Bhd country 
manager Sheldon Fernandez says 
mixed macroeconomic indicators 
also point towards a lacklustre 
year ahead lor the property. 

"The US Federal Reserve cut 
interest rates three times in 2019, 
with Bank Negara following suit 
in May and analysts projecting 
another potential cut mid-2020. 

"These moves have the effect 
of creating positive interes t 
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The property market performance recorded a marginal increase in iHig compared to 1H18 

Wan Hashimi says the market is 
responding well to supporting 
measures introduced by the 
government in 2019 

from page 39 
rate environments at home and 
abroad. This is conducive to 
home purchases in the short 
term, with prospects for capital 
appreciation in the long run, as 
cheaper loans drive property 
prices up," he says. 

In addition, an influx of 
interest from regional purchasers 
may cause an upswing in senti-
ment for the near future, driven 
by unrest in other markets such 
as Hong Kong, as well as relaxed 
foreign ownership guidelines laid 
out in Budget 2020. 

However, these positive 
factors are balanced by the 
ongoing US-China trade tensions 
and their consequences for global 
economic expansion. 

I11 particular, slowing growth 
in China and escalating trade 
tariffs may dampen global value 
chains, with spillover effects for 
markets with high exposure such 
as Malaysia. 

Accord ing to Kenanga 
Research, the ringgit remains 
volatile as well to-date, trading 
at an average of RM4.18 to the US 
dollar as of Dec 4, with a target of 
RM4.20 to the dollar by end-2019. 

It says this volatility, along 
with socio-political uncertainty 

as the euphoria of Malaysia's 14th 
general election fades against a 
backdrop of increasing dissat-
isfaction, would have a negative 
impact on investor appetites 
- again, with the exception of 
Johor, which has seen optimal 
investment numbers to date. 

"Moving forward, we antic-
ipate proptech and fintech to 
play larger roles as international 
trends find their way to local 
shores and industry stakeholders 
seek to differentiate themselves 
in a heated market. 

"Deloitte, for example, has 
reported in its 2020 Commer-
cial Real Estate Outlook that 
it's no longer about 'location, 
location, location', but 'location, 
experience and analytics'," says 
Fernandez. 

Marginal uptick 
According to the Valuation and 
Property Services Department 

Malaysia (JPPH), the property 
market performance recorded 
a marginal increase in the first 
half of 2019 (1H19) compared to 
the same period last year. 

The property sector recorded 
160,172 t r ansac t ions wor th 
RM68.3 bil in 1H19, an increase 
of 6.9% in volume and 0.8% in 
value compared to 1H18 which 
recorded 149,862 transactions 
worth RM67.74 bil. 

The residential property 
cont inued to suppor t the 
overall property sector with 
62.4% market share, followed by 
agriculture property with 21.6% 
share. 

CCO & Associates (Selangor) 
Sdn Bhd CEO Chan Wai Seen says 
the country's gross domestic 
product (GDP) is expected to 
grow at 4.7% in 2019 and 4.8% in 
2020. The growth rates are about 
the same as the 4.7% growth rate 
in 2018. 

"At these growth rates, the 
general property market senti-
ments are expected to remain 
stable in 2020. Uncertainties 
in the economy, namely high 
household debts, inflation (due to 
the impending withdrawal in the 
fuel subsidies) and the decline in 
exports (trade war) will prevent 
any significant improvement in 
the property market. 

"Overall, the property market 
in 2020 is expected to remain 
steady," he opines. 

Chan adds that most of the 
existing RTO scheme is planned 
based on certain assumptions. 
For instance, when the tenant/ 
buyer's income increases, the 
property prices will increase 
simultaneously in the future. 

"However, the RTO may 
fail if these assumptions do 
not materialise and may create 
more financial hardship to the 
participants." 

Demand starts picking up 
for affordable house 
Mah Sing Group Bhd founder and 
group managing director Tan Sri 
Leong Hoy Kum says as afforda-
bility remains the key focus in 
homeownership today, there is 
a rising demand from buyers 
for affordably priced products 
of good quality in the city centre. 

Projects within fhe affordable 
segment in the city centre are 
highly sought after in view of 
its prime location as it provides 
home-seekers with the prospect 
of having easy access to ready 
amenities and infrastructure, 
coupled with strategic access to 
highway connectivity and trans-
portation hubs, he tells FocusM. 

"The growing interest seen 
in the market, especially in the 
affordable segment, has returned 
buyers' purchasing confidence. 
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Mawer says one of the main issues faced by many Malaysians is on 
fully understanding how to successfully secure a home loan 

from page 40 
"We are still posi t ive on the 

proper ty outlook as Malaysia has 
a large young popula t ion wi th 
69% of its population being below 
40 years old," he says. 

Accord ing to Leong, t h e s e 
people have a h igher d e m a n d to 
buy p rope r ty , especial ly t hose 
who are s tar t ing a family. 

1 le says the med ium- to long-
term outlook will cont inue to be 
s t rong for p roper ty buyers who 
are buy ing to own or for long-
t e rm investment . 

P r o p e r t y h a s a lways b e e n 
one of the p re fe r red inves tment 
op t ions for Malaysians as it is 
among the most secure fo rms of 

capital outlay and a good hedge 
against inflation, adds Leong. 

T h e i n c e n t i v e s f r o m t h e 
I IOC/stamp duty exemption and 
waivers , which w e r e ex t ended 
unt i l Dec 31, 2019, a re also an 
impetus to assist and encourage 
homeownersh ip . 

"We hope t h a t the p r o p e r t y 
m a r k e t will c o n t i n u e to be 
res i l i en t and we w e l c o m e any 
o t h e r new ini t ia t ives t h a t can 
encourage homeowner sh ip and 
address the demand for a f forda-
ble homes. 

"We believe t ha t p r o p e r t i e s 
in t h e a f fordable r ange and at 
good loca t ions a re still see ing 
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Lim announced during the tabling of Budget 2020 that the government will help reduce the bulk of RM8.3 
bil worth of unsold condominium and apartment units 

good d e m a n d . Hence , we will 
c o n t i n u e to roll ou r af fordably 
pr iced quality projects in s t r a t e -
gic locations to mee t the market 
expectations." 

In a r e c e n t J P P H r e p o r t , 
it says the p r o p e r t y m a r k e t is 
e x p e c t e d to r e m a i n r e s i l i e n t 
moving forward. 

The repor t said the growth is 
unde rp inned by the s t rong GDP 
g r o w t h of 4.9% in the s e c o n d 
q u a r t e r of 2019 a n d seve ra l 
g o v e r n m e n t - d r i v e n ini t ia t ives 
to f u r t h e r s u p p o r t t he m a r k e t 

activities in the housing sector. 
It said a f f o r d a b l e h o u s i n g 

and f inding the r ight so lu t ions 
to p r o p e r t y overhang con t inue 
to b e the g o v e r n m e n t ' s m a i n 
a g e n d a of t h e g o v e r n m e n t . 
The l aunch ing of the National 
Hous ing Policy 2.0 (2018-2025) 
and the incentives in t roduced in 
HOC 2019 are expected to he lp 
improve homeownersh ip among 
Malaysians and the res ident ia l 
overhang situation in the coming 
half-year. 

The e x p e c t e d s t r o n g GDP 

growth , lower b o r r o w i n g cost , 
HOC and o the r hous ing incen-
tives for f i rs t - t ime house buyers, 
t h e n e w r a t e for RPGT on the 
disposal of p rope r t i e s a f te r five 
years and the increase in s t amp 
du ty r a t e s f r o m 3% to 4% for 
t r a n s f e r s of p r o p e r t i e s valued 
above RMi mil are ant icipated to 
have a direct and indirect impact 
011 the proper ty sector. 

Given t i m e , t h e p r o p e r t y 
s e c t o r will u n d e r g o m a r k e t 
a d j u s t m e n t s a n d c o r r e c t i o n s 
accordingly, it adds.ESSa 
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