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Speci al Report
SHOULD PROPERTY LEVY ON FORElI GNERS REMAI N OR BE REVI EVED?

KUALA LUVPUR, May 24 (Bernanmm) -- Devel opers, understandably, want the
bl anket RMLOO, 000 | evy on foreigners who buy property in Malaysia lifted,
so do some state governnents, and a national consuner group wants it
doubl ed.

One devel oper wanted the levy to be inposed for Iink houses instead of
upmar ket property so as to ensure that Ml aysi ans were not denied the
opportunity to own homes.

And, Prine Mnister Datuk Seri Dr Mhathir Mohanmad has said there were
no plans to totally lift the levy but the governnment would study certain
categories which did not affect |ocal buyers.

Deputy Prine Mnister and Finance Mnister Datuk Seri Anwar |brahim
announced the levy, to be inposed on foreigners purchasing property costing
RM250, 000 and above in the 1996 national budget presented in Parliament in
Cct ober 1995.

The | evy had to sone extent affected the sale of properties, in
particul ar, those | ocated outside prinme |locations |ike the Klang Valley or
west coast states of Pulau Pinang and Johor, the opponents claim

"There should not be a bl anket inposition of the RMLOO, 000 levy. It is
hurting devel opers who are only trying to bring devel opnent to | ess
devel oped states such as Pahang and Terengganu," a devel oper said.

Calling for selective inposition of the levy to be seriously
consi dered, he also attributed the sl owdown in new purchasers to nounting
interest rates and strict bank financing of only 60 to 80 percent.

Wiile admitting that the |l evy was a potent instrumment to curb
specul ati on and excessive borrowi ng by foreigners fromlocal banks, he
said, existing regulations on property purchase by foreigners were
adequat e.

Under the restrictions, only properties above RM250, 000 coul d be
purchased by foreigners, and perm ssion fromthe Foreign |Investnment
Conmittee was required prior to the purchase.

O her nmeasures included a flat 30 percent Real Property Tax for foreign
purchasers and a 60 percent credit limt on residential property |oans
above RML50, 000.

Kermmayan Managenent Service Sdn Bhd seni or sal es and nmarketing nmanager
Pang Seong Wah said no | evy should be i nposed on upmarket property costing
RMb00, 000 and above.

He suggested that the |l evy be inposed on Iink houses to hel p Mal aysi ans
own a hone.

The Housi ng Devel opers Association (HDA), which clained its menbers had
suffered a drop in sales, particularly of resort-type property, had
appeal ed for the levy to be scrapped. Attenpts to reach the association for
further coments fail ed

Meanwhi | e, Federation of Mal aysi an Consuner Associ ations (Fonta)
presi dent Prof Handan Adnan said the | evy was one way to control the upward
pressure on property prices.

"Property demand can be created if the price is right," he said, when
asked to comment on devel opers appeal to review the | evy.

He said the ngjority of Ml aysians were "hungry" to own houses. The
right of every eligible Malaysian to own a house should be a national goal,
he added.

"The governnent shoul d i gnore HDA's appeal ," he said, adding that the



HDA shoul d once in a while have the country's interest at heart and not
just think of profits of its nenbers.

Prof Handan sai d even Singapore had cracked down on property
specul ators to reduce resentnent over spiralling prices by inposing hefty
taxes on short-termproperty trading and barring foreigners fromtaking out
Si ngapore dol | ar nortages on homes.

"I amin favour of doubling the levy since it will also help cap
inflation," he said.

Fonta woul d carry out a study on the effectiveness of the |evy, he
added.

Meanwhi l e, a property consultant said inposition of the property |evy
had kept foreign buyers, mainly specul ators, out of the | ocal narket.

Anpong state governnents, Johor wel coned the | evy and Pul au Pi hang
further tightened the rules on foreigners buying real estate.

Johor Menteri Besar Datuk Abdul Ghani O hman said: "The | evy coll ected
can be used by the state governnents to devel op infrastructure and housi ng
for their local residents."

In Pulau Pinang, foreigners are only allowed to buy houses costing
RM750, 000 and above or condoni ni ums exceedi ng RV250, 000.

Two ot her state governnents, Sarawak and Mel aka, decided to relax the
ruling.

Sarawak Chief Mnister Tan Sri Haji Abdul Taib Mahnud said the state
governnent woul d wai ve the | evy.

Anwar recently agreed to the state's proposal, according to Taib who
said the state government's decision was to spur the local real estate
i ndustry which was still in the infant stage.

In the case of Mel aka, Chief Mnister Datuk Mohd Zin Ghani said it
woul d not inmpose the levy on foreigners for first-time purchase of property
costing nore than RWMR250, 000. -- BERNANA
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