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Rebalancing the housing market

Napic: Authorities and developers need to address the overhang situation

Stories by THEAN LEE CHENG
|eecheng@thestar.com.my

AFTER making a profit of RM1mil from the
sale of a property he lived in for a decade,
Joe went house h u.ng

“It takes time fox developers to scale back
on prices because qhey have already submit-
ted their plans. They have to re-submit them
if they want to lower prices because it will
mean new designsfsizes,” she says.

A Napic source says they have been telling

Most of the properties he saw Were com-"
pleted in 2014 or 2015. PR -

Some were tenanted, others left unoccu-
pied the last two to three years.

After seeing about 20 properties, he setl;led

for one that cost slightly less than RM1mil. .’

“It’s a buyer’s m rket, so mayhe I can get

© Joeis not the 0 V one lonkmg for a good
deal, There are others, but the appetite for ’

Around the city and the subufbs, most
high-rise units cost about RM1mil. Some of

them remain untenanted and unoccupied .-

for up to three years. While owners try to
rent or sell their units, developers are also
struggling to sell their completed units.
These completed .
ly known as a property overhang.” -

- According to the National Property - -
Information Centre’s (Napic) latest Property
Market Status Report for the first quarter of
2017 (1Q17), launched units of condomini-
ums totalled abou

the various authari

ties their concerns about

the ballooning overhang since 2015.

“We have preser

ted the numbers to differ-

ent economic councils but developers keep

pumping more and
ket and these new

more units into the mar-
aunches are priced at

RMS500,000 and above each. At the end of the

day, we can only ke

ep on telling,” she says.

|
Overhang issues

According to
Centre executive

jo-Economic Research
irector Lee Heng Guie:

“After two years of decline (-12.8% in 2014
and -4.2% in 2015 IES]JECU.VEljr), total residen-
tial overhang Surged 30.7% to 14,792 units at

the end of 2016.”
This 14,792 umts|

exclude the overhang situ-

ation in semced ap'ariments which, since
2016, have been considered as commercial
properties, If serviced apartments were

included, the over]
git value would bhe
Lee says 1Q17 sa
residential units to
45.2% compared to

ng in terms of units/ring-
her.
Lornpleted but unsold
17,809, a rise of
the same period a year

third of total resid
A cumulative
launched for the
from previous qu
remained unsold,
when there were 1
launched. :
Serviced apartm

30,000. It comprisesa

ntials launched. = -

¢, it includes units-
arter under review and
ers. About 5,000 units
ouhle that of a year ago,

5,000 condominiums- -

ents are excluded.

Starting 2016, Napic excluded serviced apart-

ments from the res
apartments are buj
and are now categ
properties.

idential sector. Serviced
It on cormnmercial land
prised as commercial - -

A third of th;e futal reschenUal nverhang,

or 28%, are condon
- The research he
tancy says the curn

niniums.
1d of a property consul-

ent residential oversupply-

is “the longest” ever. “Anything above

RM700,000 is hard

to sell. Developers are

realising that now.

ago (12,268 units).
This shows that the housing market
remains “trapped in the consolidation mode
on a weakening bias,” Lee says in an email.
Sentiment remains “weak and cautious”,
Transaction volume declined further by
5.4% vear-on-year in 1Q17, at a slower rate of

" decline compared to -13.9% in 2016. In ringgit

value, transactions rose marginally by 0.9%
as at 1Q17 after contracting 10.7% in 2016
and 10.5% in 2015. |

The value of the dwerhang jumped 74% to
RM8.56bil in 2016 f}'om RM4.92bil (excluding
serviced apartments overhang) in 2015,

Over a 10-year pericd, the overhang value
jumped more than 100% from RM4.48bil in
2008 to RM10.08bil as at March, 2017.
Although the number of residentials launched
have dropped compared to 2008, the over-

" hang value has risen dramalica]lv. due to high
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property prices. If serviced apartments, which
have a residential element to it were included,
the percentage increase would be even higher.

What is to be noted, says Lee, is that houses
priced RM200,000-RM400,000, considered as
affordable range, make up 28% of total over-
hang as at 1Q17, rising from 25.4% at 4016.

“This calls into question why affordable hous-
ing are not selling well,” Lee says.

“Lee also noted that the overhang for this
price range has been trending high recently. In
2014, they make up 26.7% of the total, rising to
31.6% in 2015 and 25.4% in Z016.

This reflects the general cautious mode of
buyers, dampened by high cost of living, job -
waorries and (lack of) income growth due to the
softening economic conditions in recent years,
he says.

“Even at this price, it remains out of reach for
the first-time buyer. Reasaons cited for the poor
take-up rate or rather hampering sales are
inconvenient location, lack of basic amenities,
poor planning as well as the first-time buyer’s
difficulties with down payment,” says Lee.

“Where do we go from here? Clearly, the rele-
vant agencies and developers must coordinate
in the planning of supply to manage the over-
hang. Besides helping to facilitate the end-fi-
nancing such as higher loan eligibility for civil
servants, step-up financing for PRIMA housing
and lawer stamp duties, the supply dynarmcs
need to be reviewed.

“This is not about supplying more if there is
no genuine demand or the location is not sup-
ported by public amenities, good public trans-
port mode and connectivity,” Lee says.

PR1MA initiative

This brings to mind Perbadanan PRIMA
Malaysia’s mandate to build 500,000 units of
affordable housing for the middle-incorne
group with a monthly household income of
between RM2.500 and RM15,000. They are
viewed as the unfortunate ones who have
been priced out of the property market as a-
result of rocketing prices after the 2003 finan-
cial crisis. -

Its chief executive officer Datuk Ahdul
Mutalib Alias unveiled plans in June to raise
RM5bil to finance 89 of PRIMA’s execured nro-
jects nationwide, cormprising 89,449 units of
homes with an estimated gross development
value (GDV) of over RM23bil.

PR1MA was established in 2012. Besides
PR1IMA, other agencies and state local authori-
ties are also mandated to provide affordable
housing, But because land is a state matter,
different states have varying criteria as to
what constitutes affordable housing and illegi-




