TEP

10

FR I DAY OCTOB ER 28, 20 16 • T HEE DGE FI N AN CI A L DA I LY

COV ER S TO RY

THEE DGE PRO PE RTY.COM ROU NDTA BLE ON BU D GE T 2017

PATRICK GOH | TheEdgeProperty.com

Check out the

Roundtable video snippets at
www.theedgeproperty.com
Will property prices come down?”
This is not a new question especially in a time when the property
market is soft.
Before one answers that question, panellists at TheEdgeProperty.com’s Roundtable
on Budget 2017 held on Oct 24 pointed out
that industry stakeholders should first ask
and find out whether there is any possibility that property prices could go any lower.
The panellists that took time off to take part
in a lively discussion following the tabling of
Budget 2017 by Prime Minister Datuk Seri
Najib Razak on Oct 21 were: Real Estate and
Housing Developers’ Association Malaysia
(Rehda) deputy president Datuk Soam Heng
Choon, Rehda deputy secretary general Tan
Ching Meng, Rehda Selangor chairman Zulkifly Garib, Rehda Johor chairman Datuk
Steve Chong, Rehda Kedah/Perlis chairman
Datuk Rick Cheng and Master Builders Association of Malaysia (MBAM) president Foo
Chek Lee. The roundtable was moderated by
TheEdgeProperty.com managing director
and editor-in-chief Au Foong Yee.
Overall, the panellists agreed that it is
possible to bring down property prices but
developers would not be able to do it on their
own. All stakeholders — including the federal
government and state governments — have
a role to play.
The industry players also stressed that
property prices hinge on numerous costs,
the major ones being land, construction,
compliance and labour.
“If you look at the historical data that we
have compiled in Kedah, the compliance
cost has been increasing every year since
2008, on existing items as well as fees imposed on new items. So it is impossible to
see property prices dropping in the near
future,” said Cheng.
He said the compliance cost took up only
5% of construction cost in 2008 for a single
storey terraced house in Kedah. But this has
increased to 13% this year. For each of these

terraced houses, the compliance cost comes
up to about RM20,000. On top of a hike on
construction cost, this is 546% higher than
in 2008, he cited.
“In urban areas like the Klang Valley, the
percentage of compliance cost in a property
development can reach 20% to 25%,” said Tan.
Meanwhile, Soam said the government
has been made aware about the rising compliance cost. “We are trying to ask the federal
government to address this issue and for the
National Land Council and National Housing
Council to standardise the cost in each state.”
On the cost of labour, MBAM’s Foo said it
is “impossible” to keep the cost low because
Malaysia’s construction industry needs foreign
labour. We cannot deny that the construction
industry needs foreign workers because our
youths do not want to do the job, he added.
He also said that the Goods and Services
Tax on building materials is another burden to
developers and contractors, and they have no
choice but to transfer the cost to the end-buyers.
There are other factors that add up to the total construction cost as well such as the lengthy
process for development approvals which could
take years while requirements imposed on developers, including the requirement to build
low-cost housing, also affects the prices of other
property types.
“There are already a lot of conditions being imposed [on developers]. For developers,
the average net sellable area of their projects
is now about 15% to 20% lower than 15 years
ago. At that time, we could build 12 to 13 units
of terraced houses per acre, but now the number is smaller, so our net sellable area has been
reduced,” Soam said.
He also stressed that developers are not making “obscene profits” as they are often perceived.
“If you look at some of the listed property
development companies, you can check their
profit margins and compare that with companies in other industries. Are we really making
obscene profits? I don’t think so,” Soam commented.

Property
prices can come
down if ...
BY R AC H EL C HE W, LU M K A KAY +
S H AWN N G

(From left) Tan, Foo,
Soam, Au, Zulkifly,
Chong and Cheng
in the roundtable
discussion.

Agreeing with Soam, Zulkifly said the
focus has long been on the developers and
the government when it comes to property
prices. “It is possible to bring prices down
if everybody plays his or her part,” he said.
Overall, it does not seem likely that property prices will come down anytime soon but
considering the current state of the market,
some developers may be feeling the pinch and
decide to reduce the prices of their properties.
Indeed, there could be good buying opportunities for homebuyers shopping around
during this time, said Rehda Johor’s Chong,
who believes some developers may lower
their property prices to ease their cash flow
problems.
“It’s important to remain positive and send
positive vibes to the market. Housing property
prices will not come down [for the time being]
but there are many choices in the market. It is
now a buyer’s market and if you see any cheap
property, just grab it,” Chong added.
The roundtable also discussed the measures
announced by the government in Budget 2017
and the use of Industrialised Building System
to bring down the cost of property.
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In Kuala Lumpur, the government is pumping
money to build the infrastructure to develop the
city into a world class city. If you want a city to
grow, you should also grow talent and develop a
strong middle class. The middle class in the urban
area should be helped.
This is why I think the stamp duty exemption
for property purchases should be extended from
RM300,000 to half a million ringgit. Nothing is “one
size fits all”, there must be some exemption made for
buyers in Greater KL and other big cities.

On Budget 2017
What does it do for the property development sector?

Rehda deputy president Datuk Soam Heng
Choon: I think most property developers in town
are saying that Budget 2017 does not benefit them
as it focuses on home ownership among the lower
income group.
One of the main arguments today is that people
want to buy property, but they can’t get the margin
of financing. One of the areas the [government]
is looking at is how to leverage EPF (Employees
Provident Fund) savings to increase the quantum
of the loan amount they can get. By using and leveraging the deposit in the EPF, the quantum of the
loan amount could increase, and this will help to
increase home ownership.
For PR1MA (Perumahan Rakyat 1Malaysia)
projects below RM300,000, the government announced the step-up end-financing scheme to
help increase home ownership. Rehda hopes that
this end-financing could be extended to private
projects. In a nutshell, Budget 2017 is mainly for
the low-income group to own houses.
Rehda Kedah/Perlis chairman Datuk Rick
Cheng: For the smaller states, property prices are
lower than Tier 1 cities. With a RM300,000 budget
you will have many choices, such as single storey
semi-detached houses.
It was announced that property purchases of
RM300,000 and below will get zero stamp duty. This
is good news to a lot of our buyers. They probably
could save about RM5,000 in stamp duty. However,
this policy will only take effect on Jan 1, 2017. So I
am worried that purchasers will wait out these two
months and only make their purchases next year. I
think it should take immediate effect so that we can
push sales within these two months.
I also foresee some agents telling their buyers to
buy now and stamp it in January. I think the move
will sufficiently stimulate the property market in
smaller towns or Tier 2 cities.
Rehda Johor chairman Datuk Steve Chong:
Generally, we are supportive of the government’s

efforts to help the lower-income group to own
their own homes. However, if the government
could consider lowering the percentage of affordable housing in a project, say from 40% to
20%, it will be good news to us.
Johor has many affordable housing projects
with low occupancy rates. It is not because people do not want to take them up but some are not
located in areas convenient to them.
Some people work in town A but they get the
affordable houses in town B. We do not need that
many affordable housing in areas where they are
not in demand.

We must not
build housing
in locations
that are not
favoured by
the people.
We shouldn’t
create supply
in areas
that have no
demand.
— Soam

Rehda Selangor chairman Zulkifly Garib: Generally, it is a budget with good initiatives. However, the government should study how many
affordable houses [in Selangor] have not been
taken up before launching more.
To carry out affordable housing schemes effectively, number one, we should plan supply well.
Number two, you must have a guideline on how
to carry out the scheme; and number three, are
these buyers qualified? I believe we are not short
of buyers for affordable housing, but if those who
actually buy are not the qualified ones, the schemes
do not really help those who are in need.
The intention of affordable housing schemes
is good, but how to implement them is the key if
we want to benefit the people.
Rehda deputy secretary general Tan Ching
Meng: Kuala Lumpur is a unique place — it is a
high migration area and land is always in short
supply. Sourcing land is very difficult for PR1MA
so whatever incentives given to building PR1MA
homes should be given to private developers as
well.
This is also because the middle class in the city
are very stressed. They are already trending down
to the B40 group (bottom 40% of households with
monthly income of RM3,900 and below) and we
are talking about helping the B40 to get a house.

Cheng: For smaller cities such as Kedah and
Perlis, RM300,000 is enough but it may not be
enough for big cities like Kuala Lumpur, Johor and
Penang. Maybe the government should consider
having two tiers of zero stamp duty. For smaller
cities, it remains applicable up to RM300,000, but
for bigger cities, it can be raised to half a million.
For smaller states, we don’t have affordability
issues because our houses are affordable. With
RM160,000, we can get a house. Certain PR1MA
houses in Kedah sell better than normal houses
although they are priced higher.
Soam: If you look at the average property price
in Malaysia, it does not touch half a million ringgit. However, when we talk about property prices, most of the time we are referring to Klang
Valley property prices and tend to forget about
the smaller towns.
Yes, property prices are not that high in these
smaller towns, but in the Klang Valley, they are.
I agree with the two-tier stamp duty suggestion
because it could help the people no matter which
state they are in.
We must also not build housing in locations that
are not favoured by the people. We shouldn’t create
supply in areas that have no demand. However,
in Malaysia, we are facing this problem.
We only have the supply figures; no one cares
about demand. We do have the figures on how
many houses the nation needs, but it does not
go into detail like how many houses and at what
pricing each area needs.
We should be clear about what the demand is
now and in the future. If every developer jumps
in to build houses at RM500,000, what will happen in the future? In five years, it will become a
problem when we find that we are in short supply
of other housing types.
We also agree to involve more GLCs (government-linked companies) in building affordable
housing as GLCs have the landbank and leverage, so they have more flexibility compared with
private sector developers. Again, the location of
these affordable housing projects should be where
the demand is. We do not need more affordable
housing with low occupancy rates, affordable
housing that ends up being put up for auction
and sold to anyone.
Zulkifly: Yes, we should go into the details. In
Kuala Lumpur and Selangor, RM200,000 is
considered affordable, but in smaller towns,
RM200,000 could buy you a nice link house and
it may not be considered affordable to the locals.
Chong: I agree with the government’s move to
get more GLCs to contribute to the affordable
housing development but I think the government
should open up its landbank for the private sector
to build affordable housing as well.
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Master Builders Association Malaysia president Foo Chek Lee: Prices of building materials
must be stable because it will directly impact the
construction cost and eventually affect property
prices. Of course, labour cost is another key factor
that affects property prices.
On building materials, cement and steel prices
are reasonably stable now compared with four to
five years ago. Another reason for the relatively
stable building materials cost is that many big
civil engineering jobs do not compete to use certain materials and building methods as many of
them are shifting to the Industrialised Building
System (IBS).
The government should encourage the use of
the modular type of IBS. This can involve SMEs
(small and medium enterprises) producing the
components to speed up construction. We urge
the government to review the tax imposed on IBS
equipment. We do not see many incentives in
Budget 2017 for contractors and developers that
use IBS. We should encourage the industry more
to move towards the use of IBS.
Soam: We have discussed in Rehda internally
a proposal that by 2018, industry players in the
Klang Valley, Penang and Johor will be required
to use IBS in at least 50% of their development
projects.
This will put everyone on a more level playing field and raise demand for IBS building
components. Higher demand will encourage
more suppliers and, eventually, prices for IBS
components will come down due to the economies of scale.
I agree with Mr Foo that everyone should go
for the modular type of IBS because it has less
wastage. Modular is just like Lego bricks, where
building blocks will be produced according to
the requirement. For example, you don’t have to
cut tiles at the corners anymore because accurate-sized tiles can be produced under the IBS
modular system. Right now, about 25% to 30% of
the projects in the country are being built using

On IBS as the way
to reduce cost
Only if there are economies of scale
IBS and these are mainly high-rises.
By using IBS, we can save cost through faster
delivery, less labour and less wastage. We also
need to change the mindset of buyers. In Malaysia, buyers are still not confident with houses
built using IBS. For instance, in Australia, it is
common to build homes using particle boards but
in Malaysia, we will knock on the wall and if we

“The
government
should
encourage
the use of the
modular type
of IBS”
— Foo

hear a hollow sound we think it is of bad quality.
Local authorities need to change their mindsets too. They should be flexible with the materials used in construction as long as they serve the
same purpose.
All stakeholders in the industry and buyers
must change their mindsets towards IBS as well,
only then can IBS work in our country.

ABDUL GHANI AHMAD | TheEdgeProperty.com

Foo: One major issue is labour. Malaysia’s jobless
rate is around 3.4%. We have a population of 37.1
million. So slightly more than one million people
are jobless. If we do not count the elderly, children
and ladies, there are not even a million people
left and if all of them work for the industry, it still
won’t be enough.
So, we cannot deny that the construction industry needs foreign workers. To bring in legal workers
will easily take six months. Their contracts only
last about 1½ to 2 years, so almost 25% to 30% of
them will be gone after two years.
The situation has slightly improved in recent
times but it is still too time consuming to bring in
foreign workers while the cost of hiring them is
high, especially if they are skilled workers.
The government has several training centres
to train workers for the construction sector. Most
of them have the theoretical knowledge but they
lack the practical knowledge. Most of them do not
even join the industry after they graduate because
they find jobs in the construction sector very difficult and tiring.

On the cost of
construction
Labour remains a major issue

Soam: The shortage of skilled workers is the biggest challenge we are facing in the construction
industry. All this while, people have been asking
us why we do not use local people but the fact is,
no locals want to do the job. They say this is a “3D”
job — Dangerous, Dirty and Difficult.
Skilled workers today make much more than
those working in offices but our youths do not
want to do such work.
Foo: Another cost issue is related to the implementation of the GST (Goods and Services Tax).

The government should forego the GST on construction materials. Although contractors can
claim back the tax, they have to wait and this is a
burden to them in terms of cash flow.
Soam: When developers build residential properties, the construction materials used are GST
exempted, so that means we cannot claim back
the input tax of the materials. As a result, we have
to absorb the cost. For properties that have a fixed
price, such as low- to medium-cost houses, it is
going to be worse as the amount is going to be subsidised by buyers of other categories of properties.
Foo: Our tax structure is the highest among Southeast Asian countries, so I think the government
should reduce the GST on construction materials and heavy machinery so that we can bring in
better machinery which offer greater productivity
and efficiency.
Tan: Implementing a few big projects all at one
time is not good for controlling prices of building
materials. For example, prices went up significantly when the Mass Rapid Transit 1 (MRT 1)
construction work started. The MRT 2 construction work will be starting soon, so we must watch
prices carefully, especially so in Kuala Lumpur
where the industry is very sensitive to cost.
Local authorities could help keep building costs
low by being more relaxed about construction
work hours and by providing more dump sites.
Of course we appreciate the authorities wanting
to keep the city clean and neat but when they get
carried away with their mission, it becomes a great
burden to contractors.
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On bringing down
property prices
‘Every stakeholder has to play his or her part,
not just developers’

Chong: We really need help from the government to reduce cost and prices. The government
should be clear about the purpose of doing certain things, like, asking us to build more low-cost
houses in Johor Bahru, but these houses were not
welcomed by the locals. Hence, the government
should review the measure and reduce the number of units to be built.
Soam: We hope state governments would be
more caring and try to solve the problem of people who do not want to live in low-cost units especially the small-sized ones. In Negeri Sembilan,
the state government asked developers to build
affordable units with built-ups of 800 sq ft as they
realised that the small 650 sq ft units were not
welcomed by the public. So it makes more sense
to both the government and the buyers to have
bigger units.
Tan: If the government manages to help the lower
income group get rid of poverty and live in better houses, these people will be more optimistic
about their future in the long run.
Soam: We are also asking the government not to
impose anymore new development conditions on
developers given the current challenging environment. There are already a lot of conditions being
imposed. For developers, the average net sellable
area of their projects is now about 15% to 20% lower
than 15 years ago. At that time, we could build 12
to 13 units of terraced houses per acre, but now the
number is smaller, so our net sellable area has been
reduced. Land input cost has increased.
Furthermore, compliance cost has risen as
well, which adds to the cost of doing business.
Compliance cost includes contribution to the infrastructure construction fund, road works fund
and other tax contribution. In my opinion, the
most important thing is to keep the cost of doing
business low, given such challenging times.
Cheng: In Kedah, to build a single storey terraced
house, the percentage of compliance cost used
to account for only 5% of construction cost in
2008. But this has increased to 13% this year. For
these terraced houses, the compliance cost per
unit is about RM20,000 today. On top of a hike
in construction cost, this is about 546% higher
than in 2008.
Tan: In urban areas in the Klang Valley, the percentage of compliance cost in a property development can reach 20% to 25%.
Soam: Actually, the government knows about the
surge in compliance cost. We are trying to ask the
federal government to address this issue and for
the National Land Council and National Housing Council to standardise the cost in each state.
Zulkifly: Everyone is saying that house prices are
high, but pricing comes from the cost, and the
first thing you need to understand, especially the
authorities, is about the cost structure and how it

leads to pricing. Normally, half of the selling price
of a property goes to construction cost, and we
haven’t yet factored in the costly compliance cost.

gin. If you fail to comply with this requirement, the
SC will not approve the application as they think
this company is not viable. However, it takes at
least five years for us to develop one acre of land,
and that is considered very fast already, so it is
very difficult to get a 15% margin in a short period.

Chong: Everybody thinks that developers are
making a lot of money, but they don’t know that
some of us are not doing well too. Developers
are the only ones who have to subsidise the development of low-cost or affordable homes. If all
sectors in Malaysia and not just the developers
hold hands and contribute towards a fund for the
development of affordable housing, I think prices
will come down.
Tan: In many cases, the buyers actually make
more money than the developer. We will be happy
if we can get 10% of the margin but some buyers
can easily flip and get a 20% gain.
Soam: Ultimately, as a developer, we are here
to make money for ourselves and pay our taxes,
so that the government can take our taxes to do
social housing. However, if you look at some of
the listed property development companies, you
can check their profit margins and compare that
with companies in other industries. Are we really
making obscene profits? I don’t think so, we are
not making the kind of profits that the banks are
making. So the question is, why only single out
developers to do all these social work? The banks,
for instance, should be responsible as well.

It’s possible
to bring
prices down
if everybody
plays their
part.
— Zulkifly

Zulkifly: The government’s intention to bring
property prices down is good, but the focus has
been on the developers only instead of all the
stakeholders. If we really want to bring house
prices down, every stakeholder has to play his or
her part, not just developers.

Zulkifly: Actually, it is possible to bring prices
down if everybody plays his or her part.
Soam: According to the Securities Commission
Malaysia (SC), in order for a property development
company to be publicly listed, one of the conditions is the company must have a 15% profit mar-

Soam: Construction cost was only RM50 to RM60
psf 15 years ago, but today it has gone up 2½ to 3
times to RM150 psf, but we still see prices of lowcost homes being maintained at the RM42,000
level. Land price has also increased 3 to 4 times
in the last 15 years.
Chong: I think the authorities should understand
all these issues and try to bring the cost down.
Look at all stakeholders instead of just focusing
on a certain segment, I think this is the most important thing now.
Soam: All stakeholders, from the government to
the private sector, should gather to discuss how
to reduce cost. However, we also know that the
country is facing the challenge of dropping oil
prices, so it is probably not the right time for us
to ask for this.
The federal government should also be aware
that some B40 people are not able to afford any
property. What this group of people really need
is to rent houses instead.

Cheng: If you look at the historical data that we
have, compliance cost has been increasing every
year, on existing items as well as fees imposed
on new items. So it is impossible to see property
prices dropping in the near future.
In a nutshell, we won’t be able to bring property
prices down because of compliance cost, labour
cost and many other reasons, including the efficiency of government departments. For instance,
if you want to obtain approvals for a property development, it could take two to three years, and
all this waiting time is cost for us.
Tan: The gestation period [to develop a project]
is very long. From the time the developer sources
for the land until project completion, it will take
around eight years, and we just make a 10% profit
margin. Don’t forget that we are subject to risks
and inflation as well.

Cheng: There are so many costs involved in property development. For example, we need to fork
out RM100,000 to RM200,000 to build electric
sub-stations on our land for Tenaga Nasional Bhd
in order to get electricity supply for our project.
Actually, when we fund such infrastructure
cost, it is subsidised by the purchaser. That is why
house prices are increasing.
Over the last 20 years, we have built 100,000
units of low-cost houses in Kedah, but with the
cost getting higher, we have to increase the price
of other higher-end housing, but then we get
blamed by the government for raising house
prices. In addition, the price for these low-cost
houses has been fixed at RM42,000 to RM45,000
from 15 years ago and it has not been adjusted
since then.

If you look at
the historical
data that
we have,
compliance
cost has been
increasing
every year
— Cheng

Cheng: The stamp duty for buying property worth
more than RM1 million will increase to 4% from
3% effective Jan 1, 2018. This will push up the
cost of doing business also. In 2018, if we buy a
commercial property worth RM1 million, it will
be subject to 6% GST and 4% stamp duty charge.
Let’s say we’re buying a commercial property of
over RM1 million, we have to pay 10% in taxes.
The cost of doing business has increased.
Tan: It has been reported that not enough has
been done to curb speculation. There’s no
speculation in the market now. Speculators are
all dead. The market is trending down. Who
dares to speculate now? I think that the stamp
duty shouldn’t be raised.
CO NTIN U ES NE XT PAGE
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Tan: Right now we have many properties unsold
in certain sectors. We should welcome foreigners
[to buy them]. We need them and their money to
strengthen our currency. Many of them bring in
their money and park it here, just like how there
are Malaysians who park their money in Australia
and elsewhere. This is idle money. So we need that
sort of exchange to lift up our ringgit.
Soam: Foreign ownership in Malaysia is very
low. No matter how you look at it, it’s still low.
Even with the Chinese buyers in Johor, their
number is still very small despite there being
talks about “buy one, free one” to lure them.
Compared with the overall number of property transactions in Malaysia, it [sales to foreign
buyers] is still very low.

On ways to lift
the market

Tan: There are a lot more challenges [for the development industry] in Selangor now. It is also not
good for the job market. For instance, there’s no
need to set a requirement for 30% of SoHo (Smalloffice Home-office) in a property development.
A SoHo is already a free market product but why
introduce the 30% requirement?

‘No more goose that lays the golden egg’

Soam: To put things into perspective, we’re different from Hong Kong and Singapore. In Hong
Kong, the construction cost is only 20% to 30% of
house prices. The land cost is the big component.
Tan: In a weak global environment, we do not want
to kill the goose that lays the golden egg. Can you
imagine if we [the property development sector]
were to fall apart, some 140 industries related to
the sector will be affected?
Soam: That’s why I keep saying that 140 industries
are affected [by the economic slowdown].
Tan: What we’re experiencing isn’t close to other
countries which are having negative interest rates
like certain countries in Europe and Japan. But we
must not tighten and kill the goose. In fact, we should
help and maintain it during this period.
Soam: No more golden goose! It’s more of a survivor duck now. But it’s really affecting everybody
across the board. Contractors, suppliers, trans-

porters, everybody’s affected. Even restaurants. penses. They’re reinventing it this way. So the
Construction is closely related to F&B.
details are going to be discussed by the Finance
Ministry.
Tan: Some of the Budget 2017 measures are not
One funny thing about the industry is that it’s
to buff up the government’s coffers. We know that always talking about consumer sentiments and
their coffers are stretched but then we are not say- all that. Hopefully with this, the Finance Ministry
ing that they should permanently relax some of the and the banks can spur consumer confidence. Inmeasures in EPF. And we’re not saying [that they stead of selling our properties three times over to
should do this] permanently.
get the people to actually sign on the dotted line
and then get their loans rejected, hopefully now
Soam: What the government is trying to do now we can afford to sell our units two times over as
is to reinvent the money in EPF Account 2 but more people can get loans.
this money will not be spent. Let’s say you have
this amount of money there, this money will be Tan: This will spur jobs. We already have retrenchused to leverage and to increase the quantum ments in the oil and gas, banking and many other
of loan you can get. They’re using the money industries. So, if we don’t stimulate the property
for leverage but you cannot take it out for Hajj [market], you’ll have more joblessness. And more
pilgrimage, medical and education or other ex- hopelessness and less buyers.
BLOOMBERG

On government building homes
in urban areas for rent at below
market rate to eligible youths
‘Enforcement is key’

Soam: The government is going to build 10,000 houses to
be rented to youths in Kuala Lumpur — these are transit
homes for those working in the city. After five years, they’ll
have to move out whether they like it or not. And then another group of people will move in. Because if you’re a fresh
graduate and only earning RM2,500, you can only afford to
rent. But again, enforcement is very important.
The Federal Territories Minister had also mentioned that
instead of 1-bedroom apartments, they’re going to come up
with better unit types and the rental will be RM300 to RM500
and these will be rented to young families. And similarly, five
years later, you need to move out.
This model could possibly be viable for private developers as well. Instead of just leaving your unsold houses there,
why not rent them out and get some revenue to pay for your
maintenance cost?
Don’t forget that, under the new Strata Titles Act, any
unsold unit will still be charged maintenance fees, even for
provisional blocks. So, rather than leave the unit empty why
not rent it as a transit home?
The government is undertaking the transit homes under
the Youth and Sports Ministry and Federal Territories Ministry. Under the National Blue Ocean Strategy, the Ministry
is also building a new township called the Youth Township
somewhere in Tanjung Malim. They’re trying to look at public transportation and all that.
Good idea, but be reminded that enforcement is key. All
the initiatives are good. Even now under the CIDB Act 520,
contractors must have centralised labour quarters to be rented out. You can build centralised quarters for the workers
so that they can take public transport and commute to work
every day. We uplift their living standards instead of them
living in shabby places as we see now.

“In a weak
global
environment,
we do not
want to kill
the goose that
lays the golden
egg.”
— Tan
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Soam: I think it will be quiet for the rest of this year
and next year. Because as I said, there’s nothing
much in this Budget 2017 for private developers.
But overall the government’s initiative to promote
housing for the B40 category is a noble idea.
Foo: Coming up with a policy is one thing, implementation is another thing. Policy and implementation must be aligned.
Chong: Housing property prices will not come
down. So, if you see any cheap property, just
grab it.
Tan: It’s a good time for first-timers to shop
around. It’s a good time to buy homes. It’s going
to be quiet and challenging this year and next.
Confidence must be restored and people must
not always be worried about being laid off. And
the housing industry must be stabilised to support
the economy — stabilised in terms of not letting
non-performing loans rise and big projects go
unrealised.
Soam: It’s a buyer’s market. And you see, even
though the housing sector isn’t doing so well, it’s
different for the construction sector because they
have infrastructure projects to attend to. People
in certain sectors still have the power to purchase
properties. It’s not all doom and gloom. Of course
each sector has its own challenges.
Chong: If we want to bring housing prices down,
all of us need to hold hands together. It’s going to
be challenging. However, if people find developers
who are desperate to ease their cash flow lowering
their property prices, please grab it.
Soam: The leverage on EPF Account 2 and stepup financing [to reduce the loan rejection rate]
have been discussed in the industry from 10 years
ago. The model [that was discussed back then] was
slightly different. We don’t want a systemic failure
in the banking industry as well. Our household debt
is 89% so we have to be very careful and patient.

On the property sector’s
outlook — Is the worst over?
‘Prices will not come down but ...’
Cheng: Is the worst over? For Tier 2 states like
Kedah and Perlis, I would say the worst is over. Next
year could be slightly better than this year due to
the incentives given in Budget 2017. We’re not majorly affected by all the negative sentiment issues
and political issues. Also, a majority of real estate

“If people find
developers
who are
desperate to
ease their
cash flow
lowering
their
property
prices, please
grab it.”
— Chong

are owner-occupied, there is little speculation and
we’re mostly an agriculture-based economy. Hopefully housing transactions pick up slightly next year.
Price-wise, I don’t expect prices to increase; if we
can maintain the current prices, we will be happy.
The worse is over so far for Tier 2 states.

BLOOMBERG

Soam: Ease financing for the lower income sector
to spur sentiment and maintain the level of input
cost — state governments should realise that cost
is a subset to selling price. It is important that more
government land be used for affordable housing
programmes. We hope this can be done fast. We
also hope that what’s given to PR1MA homebuyers
can be extended to others as well.

Wish list for the
housing sector
‘Compliance cost should be reduced’

Speed up the application process when we seek
approvals to develop a piece of land. Lastly, this
is on financing — whether it is a private bank or
government loan, speed up the application and
approval process. For smaller states, government loans are important financing sources for
homebuyers.

Chong: Reduce the compliance cost and subsidy
Foo: For us contractors, we hope the government cost. I also hope that financing for homebuyers
can reduce the cost for IBS and cut down the GST can be eased.
for building materials and heavy machinery to
ease cash flow.
Zulkifly: I agree with everyone — that there be
easier financing, especially end-financing. I also
Tan: We have quite a large number of foreigners hope for a lower compliance cost.
living here. We shouldn’t put a cap for foreigners
to buy properties at RM1 million and above be- Tan: In Kuala Lumpur, we have a very fast-approvcause there’s ample supply. So I would say that ing authority and developers are very active as the
the government should lower the cap amount to government is encouraging high-density projects
encourage foreigners to buy and reduce the red in the city. This will act as a stimulus to the martape. We’re being edged out due to land scarcity ket. Do not disturb the local market but encourage
in Kuala Lumpur city, so we also need incentives foreign buyers. We should lower the cap amount
such as those given to mega projects such as Ban- to RM500,000 for foreign buyers.
dar Malaysia and the Tun Razak Exchange. If possible, the government should give those incentives Cheng: Maybe in Kedah and Perlis, this can be
to developers in KL.
done due to lower property prices.
Cheng: Compliance cost should be reduced. Soam: I totally agree with Datuk Rick Cheng. In
Don’t tax us so much. We also need more effi- Perlis and Kedah, you can hardly get a RM1 milcient processing of applications for development. lion property.

