
Imposing a tax on unsold and 
vacant properties will be a disaster 

Best to let the market sort itself out 

t was recently reported tha t a va-
cancy t a x o n unso ld proper t ies 
m a y b e imposed on proper ty de-
velopers to reduce t h e overhang. 
A t a x o n t h e inventory of over-

h a n g properties is better described 
as a n "unsold proper ty tax", ra ther 
t h a n a vacancy tax. 

As f a r as w e k n o w , t h e o n l y 
c o u n t r y t h a t i m p l e m e n t s a n u n -
sold p r o p e r t y t a x is S i n g a p o r e , 
w h i c h i m p o s e s a n ABSD (addi-
t ional buyer ' s s t a m p duty) of 30% 
(5% non- r emi t t ab l e u p o n s t a m p -
ing) on unsold properties af ter five 
years f r o m t h e date of acquis i t ion 
of t h e land . 

In addit ion, Singapore imposes 
a QC (qual i fying certificate) t a x of 
8% o n fore ign developers .The QC 
scheme requires a development to 
be comple ted in five years a n d all 
u n i t s to be ful ly sold w i t h i n two 
years of completion.The extension 
charge is 8% of t he cost of t he land 
for t h e first year of ex tens ion , 16% 
for t he second year and 24% for t he 
th i rd a n d subsequen t years . 

The ABSD w a s i n t r o d u c e d i n 
2011, d u r i n g t h e p roper ty heyday, 
as p a r t of S i n g a p o r e ' s p r o p e r t y 
cool ing m e a s u r e s to d i scourage 
speculation on land and completed 
un i t s buil t on t h e land.Targeted at 
b o t h buyers a n d developers, it is 
used as a tool to m a n a g e excessive 

property speculation, especially by 
fore ign buyers . 

Presumably, Singapore imposes 
t he se taxes as par t of t h e overall 
p l a n n i n g for t h e h o u s i n g n e e d s 
of t h e local popula t ion , g iven its 
very l imi t ed l and resources a n d 
h i g h popu l a t i on densi ty . I t does 
no t w a n t a n y l and a n d t h e subse-
q u e n t real es ta te assets bui l t on it 
to be hoarded or speculated u p o n . 

M a l a y s i a does n o t h a v e t h e 
same problems as Singapore.There 
is a b u n d a n t land and the proper ty 
m a r k e t he r e h a s b e e n i n t h e dol-
d r u m s for m a n y years, w i t h over-
supply a n d very m i n i m a l fore ign 
interest.The overhang of properties 
is largely due to affordability issues 
ra ther t h a n pricing. We should ac-
tua l ly be looking m o r e at ra i s ing 
i n c o m e levels r a the r t h a n reduc-
ing t h e prices of ex i s t ing h o m e s . 

Among t h e ma jo r capital cities, 
Kuala L u m p u r proper ty prices are 
already a m o n g t h e lowest i n t h e 
world, i n US dollar t e rms . Yet, we 
don ' t have m a n y fore igners buy-
ing h i g h - e n d h o m e s here , un l ike 
i n S ingapore , Bangkok , London , 
Vancouver, Sydney or New York. 

A n o t h e r q u e s t i o n is w h y are 
w e c o n s i d e r i n g s u c h a t a x n o w 
w i t h t he Covid-19 pandemic caus-
ing m u c h e c o n o m i c h a r d s h i p to 
m a n y ? The objec t ive a p p e a r s to 

be to force developers to aggres-
sively lower prices to sell. Even if 
t h e y do, c a n people af ford to buy? 
Apart f r o m low income levels,Ma-
laysia also h a s one of t h e h i g h e s t 
househo ld debt- to-GDP levels i n 
t h e world. 

S h o u l d n ' t t h e s e dec i s ions be 
bes t le f t to m a r k e t forces? If de-
ve lope r s a r e h o l d i n g too m u c h 
inventory, t h e y wil l surely have to 
assess th is relative to their balance 
shee t , ho ld ing costs , oppo r tun i t y 
costs and fu tu re expectat ions.The 
m a r k e t will f ind its o w n equilibri-
um.As it stands, t he stock of unsold 
h o m e s h a s already b e e n t r e n d i n g 
down , fa l l ing near ly 10% year o n 
year i n 1Q2020. 

There is a h igh risk tha t this tax 
m a y cause a n ava lanche of fal l ing 
res ident ia l p roper ty prices across 
the board. In the interest of helping 
to clear just 30,000 unsold h o m e s , 
w e m a y cause p roper ty pr ices of 
t h e s ix m i l l i o n e x i s t i n g h o m e s 
i n Malaysia to fall too. Since m o s t 
Malays ians are h o m e o w n e r s a n d 
t h e i r p r o p e r t i e s a re m o r t g a g e d , 
are w e r i sk ing a m a j o r financial 
disaster? 

Lower property prices will cause 

i m p a i r m e n t s to t h e b a n k i n g sys-
t e m ba lance shee t , r educ ing t h e 
abil i ty of b a n k s to m a k e loans go-
ing forward. W i t h h o m e s f o r m i n g 
t h e b igges t a sse t of h o u s e h o l d s , 
Malays ians wil l b e c o m e a poorer 
lot if h o u s i n g prices fall. 

The vacancy t a x is qu i te a dif-
f e r en t sub jec t a l together , w h i c h 
u n f o r t u n a t e l y h a s been confused 
w i t h t h e unso ld p roper ty tax . 

A v a c a n c y t a x is u s u a l l y im-
posed i n specific, ta rge ted cit ies, 
such as Vancouver in Canada,Oak-
land and Washington DC in t he US, 
and Melbourne in Australia, w h i c h 
are popu la r w i t h deep-pocke ted 
f o r e i g n b u y e r s . T h a i l a n d i n t r o -
duced a n a t i o n w i d e vacancy t a x 
as pa r t of i ts r e fo rmed Land a n d 
Building Tax Act t h i s year, bu t tar-
gets only luxury h o m e o w n e r s a n d 
those o w n i n g mu l t i p l e h o m e s . 

The objec t ive of t h e v a c a n c y 
t ax is to discourage foreign specu-
lative a n d i n v e s t m e n t o w n e r s h i p 
of r e s i d e n t i a l p r o p e r t i e s . T h e s e 
c i t i e s a t t r a c t l a rge n u m b e r s of 
f o r e i g n buye r s , w h o o f t e n k e e p 
t h e i r p r o p e r t i e s v a c a n t or u s e 
t h e m o n l y as o c c a s i o n a l r e s o r t 
h o m e s . T h e y dr ive u p p r o p e r t y 
p r i c e s b e y o n d t h e r e a c h of t h e 
locals. M a n y of t h e s e c i t ies have 
h o u s i n g s h o r t a g e p r o b l e m s — 
w h i c h w e d o n ' t h a v e h e r e . I m -

pos ing t h i s t a x also forces t h e s e 
p roper t i es to be r en t ed out , l ikely 
a t low ren t s . 

I m p o s i n g a v a c a n c y t a x wi l l 
drive away fo re ign p rope r ty buy-
ers. Are we t rying to at t ract foreign 
buye r s to h e l p c lear ou r i nven to -
ries of unsold proper t ies and he lp 
s t i m u l a t e t h e proper ty , cons t ruc-
t i o n a n d b u i l d i n g m a t e r i a l s sec-
tors — or are w e tel l ing foreigners 
t h a t t h e y a re n o t we lcomed? 

W h o c a n w e c o u n t o n to clear 
t h e o v e r h a n g of p roper t i e s if for-
e igners are n o t we lcomed a n d lo-
cals c a n n o t afford t h e m ? We have 
to bea r i n m i n d t h a t t h e r e are al-
ready h i g h m i n i m u m th resho lds 
to r egu la t e w h a t fo re igne r s c a n 
b u y i n order to p ro t ec t t h e local 
popu la t i on . 

Property cooling measures and 
v a c a n c y t axes are u sua l l y i n t r o -
duced w h e n proper ty marke t s are 
b u b b l i n g . W h y i n t r o d u c e t h e m 
h e r e n o w w h e n t h e m a r k e t is so 
w e a k ? S h o u l d n ' t w e be finding 
w a y s t o s t i m u l a t e t h e p r o p e r t y 
sec tor ins tead? 

The big quest ion is: W h a t is t h e 
ul t imate objective of the tax? If it is 
to improve affordabil i ty and clear 
existing unsold stocks, the proposal 
is misguided. If t h e a i m is to crash 
t h e who le proper ty marke t , t h e n 
th i s will surely work. • 
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