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ures show a breakdown of prope wesaﬂ’med supply outstripping demand:
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Year 2019 saw a dropped in the overhang due to the government's
Home-Ownership Campaign.

it can put further pressure on developers
enough to force them into panic offloads

under different ministries and NGOs are
needed,

| further and

have the desired effect intended.

aduerseshodcsareavoided especially in
an ging envir

- which may have other ripple effects. The local autharities play a very Furth e, the implen Thepmposed:axneedsareﬁned
Price may fall, which sounds good important role. All future developments any such tax prop C pproach and clarity. If such a proposal
for the general homebuyers, butit could  are monitored by the local autharities the impact on existing approvals and Is meant for taxing property owners who
Impact other existing house pricesinthe  who then are in the position to monitor under-construction projects which were  have left their units vacant by design or
area and also on land prices, especially the overall flow of new supply assess embarked before the exi unable to find a tenant, then the regime
development land. its degree of suitability to the approved tax provision, would be a poor call,
Revaluations may give lower values,  or gazetted City Plans/Local Plansand | Unfortunately, this would not address it s the right of an owner to enjoy
and as a result, banks' development densities designed. this current overhang problem., For the "Bundle of Rights” in its entirety of
collaterals and securities are impacted Nevertheless, these studies are existing projects, a different approach owning his or her property - and that
- and that may adversely affect the merely tools to forecast the project as has to be taken so that unwanted includes the choice of leaving it vacant
general consumers, no one can guarantee what the future voluntarily or involuntarily as long as it
Listed companies, not just holds. The objective is to take reasonable Is within the ambit of the law and does
developers, may suffer from losses in steps to mitigate the risks of unsold units fot cause detriment to anyone or any
property values - and this would have that contribute to the overhang situation. parties.
even further impact on the general Going back to the proposed tax in Butin the matter of preventing future
economy, which is already soft. question - instead of shrugging the overhang numbers from worsening
Rather, such a move would be more  whole idea off entirely, this controversial and effectively curbing irresponsible
mﬂngarlsingmarketarﬂnnthm tax regime may be more appropriate at development plannings for profit's sake,
g jon we find ivesin  different periods within the market cycle. avacancy tax can be well-matched with a
ny'ltnuw - more so with the pandemic It could be useful to discourage more apropos name.
still dogging at our heels. errant developers who just build But then again, one has to consider
. Ithas to be said that there is a need without proper due diligence, even after and balance any possible ramifications
!urhdepenﬁmbe t market and feasibility imposing the requirement to conduct and match it with a dlear and justful
studies to be done before any project is Independent studies as suggested. policy plemented
embarked or implemented. This would The measure should be studied i St s bl e

be a more implementable measure that
should be done to minimise the risk of
unsold units compounding into a gross
oversupply in the market.

Ideally, the study should be
tonducted at the planning stage, but
as the actual implementation date of
the project may be at a much later date
where the market may have changed,
the study can be done as part of the
submission for Development Order
application or when applying for bridging
loan or project financing,

Also of paramount importance Is
that the study must be commissioned
independently - perhaps by the local
authority or the banks - to ensure the
objectivity of study outcomes,

Homework

As the due diligence is conducted through
an independent study by qualified
professionals within the relevant sector,
Eaps can be identified to mitigate risks to
the project's viability.

However, the accuracy of the study is
dependqrtdthe availaﬁlkycfdm and
from
various panies |I(2]PPH.DCISM. Local
Authorities, banks and various agencies

timely manner. §
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