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House ownership drive a boost to property market

El ena Shansuddi n

THE nont h-1 ong Home Owner shi p Canpai gn | aunched | ast Saturday i s not just
anot her canpaign. It is a much-needed shot in the armfor the sluggish
property market, whose recovery is vital for the national econony.

It is alsothe result of alesson that the industry has | earnt very well
fromthe country's | ast great sl owdown in the 1980s.

By 1985, when the econony hit a rough patch due to a gl obal recession
the industry commtted the costly mistake of not arresting the decline in
the property market. The result was a glut, with supply of space of around
17.6 million sq ft far exceedi ng demand of just 11.8 million sq ft.

Sorre housi ng projects had to be abandoned. The Governnent, through Bank
Negar a' s subsi di ary Abandoned Housi ng Proj ect Rehabilitation Fund (LPPT),
had to spend RM2.9 billion to revive abandoned housi ng proj ects between
1983 and 1997. This anount was to rehabilitate 295 out of 469 housi ng
proj ects abandoned during that period.

The crash of the property sector was partly to be bl anmed when 24
deposi t-taki ng-cooperatives (DTCs) becane i nsol vent in 1986. The Wite
Paper presented by the Governnent then reveal ed that these DICs had
invested 19 per cent of total assets in properties, whose val ue dropped by
RVB5 million

Wil e one nay argue that there nay be no projects that have been
abandoned now, the seriousness of the sluggi sh property sector cannot be
under - est i nat ed.

When | aunchi ng the canpaign, Prime Mnister Datuk Seri Dr Mahathir
Mohamaed sai d that the property sector has an RMBO billion overhang. This
overhang is inclusive of unsold conmerci al space and hotel projects.

Thi s means the nunbers are bi gger now than they were in 1985.

To all owthe property sector to collapse, said Dr Mahathir, will be
di sastrous to the econony. The nunber of bankrupt conpanies will rise and
the stability of the banking systemw Il be threatened if financi al
institutions were to be saddled with non-performng | oans fromthis
sector. About 36 per cent of total | oans by commercial bank are for the
construction sector.

Thus, the property sector has to be revived at all cost.

Demand for residential properties has never ceased, be it in good or bad
times, but there is always the question of affordability. The average
wor ker has to put in five to 10 years of work before he can afford to buy
a house, which is why nost conpanies in the private sector offer housing
| oans only to those who have been enpl oyed for nore than five years.

For many years, houses in urban areas have been priced beyond t he reach
of the young who are not - unfortunately, it would seemto them- poor
enough to qualify for the | ow cost houses

When the econony started to slide, affordability was no | onger the sole
i ssue. End-financing becane difficult, with banks turni ng down
applications for housing | oans, often citing job security of the potenti al
house buyer as the reason for the rejection

Even if an application was successful, the interest rate was so high
that it di scouraged consuners fromborrow ng. To aggravate the situation,
sone conpani es, particularly those facing cash fl ow probl ens, froze
housi ng | oans for their staff.

In short, steep property prices, |lack of end-financing and high interest
rates were anong the cul prits for the decline in demand.



The Home Omner shi p Canpai gn has been desi gned t o address t hese i ssues.

For end-financing, a total of 35 and 19 conmerci al banks and finance
conpani es respectively are participatingin the canpaign.

Fi nanci ng of up to 95 per cent for residential properties bel ow
RM250, 000 and up to 80 per cent for residential properties between
RM250, 000 and RVMB00, 000 have al so been provi ded.

Interest rates on |l oans will be base | ending rate (BLR) plus zero per
cent during the first year and BLR plus 1.5 per cent for subsequent years.
Devel opers have been asked to sell residential properties at a m ni num

10 per cent discount to current market prices.

Nurrer ous "sweet eners” have been thrown in by partici pating devel opers.
Nevertheless, it is pertinent to note that the effectiveness of the
canpaign wi Il depend very rmuch on the participating institutions.

Dr Mahat hir expressed his hope that devel opers would not "cheat" house
buyers by selling only "unattractive" units during the one-nonth canpai gn,
hol di ng back the "better ones" until the market picks up.

He al so hopes that the devel opers do not purposely raise prices to
nmaxi m se profits.

As for the financial institutions, they will need to be efficient in
their credit eval uation. | nformati on bet ween headquarters and respective
branches must be properly di ssem nated so as not to jeopardi se the
canpai gn.

A fair-like exhibition on the properties offered, as suggested by the
Prinme Mnister, will also attract potential house buyers.

It is inmportant that the canpai gn succeeds to give the property sector
the surge it needs as well as to provide prospective buyers the facilities
and confidence to comit thensel ves.

Equally, if not nore, inportant is the follow ups that nust be
undert aken to keep t he nmoment umgoi ng. The i ndustry, i ndividual
devel opers, the financial institutions and the authorities should think of
creative long-termneasures to hel p buyers get the best out of their noney
during these difficult times, and to make owni ng a house that nuch easi er
for every Ml aysi an.
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