07/ 01/ 1999
New ruling on property financing hail ed

Zety Fazill ah Baharuddin
ANALYSTS have wel coned Bank Negara Mal aysia's ban on the financing of
devel opnent of properties and shophouses costing nore than RWM50, 000 each,
saying it will speed up the recovery of the property sector, which in turn
wi Il have a beneficial inpact on related industries.
Restricting the supply of high-end projects can bolster the prices of
such properties and provide confort for potential buyers, says one
anal yst.
"This is a normal way of doing it. The curb indicates that Bank Negara
is not conpronising on the | oan target by encouragi ng banks to lend to
non-vi abl e projects," he told Business Tinmes yesterday.
There were close to RVM6 billion unsold properties at the end of |ast
year, but nore than RML billion's worth have been sold since the Hone
Oaner shi p Canpai gn was | aunched by Prime M nister Datuk Seri Dr Mahathir
Mohamad on Decenber 12 |ast year. The canpaign will end on January 12.
"As there is still abundant oversupply, particularly in the retail and
the office segnents, the property market cannot afford any nore new
devel opnents," the anal yst said.
As at Novenber | ast year, the banking industry's exposure to the broad
property sector, including infrastructure, stood at a high of RML48
billion or 35 per cent of total |oans.
The new ruling, however, should encourage the devel opment of nore
af fordabl e projects, such as | ow and rmedi um cost properties, even though
they may be | ess profitable than high-end ones.
"Devel opers woul d at | east be able to generate sufficient cashflowto
survive the current cycle," the anal yst said.
H s view was supported by anot her anal yst, who stressed that the nove is
timely as the glut in the property sector should not be allowed to drag
on.
"It is time for property developers to revise their projects as denmand
is nore for | ow and nedium cost properties rather than high-end
products,” he said.
He added that the Home Oanershi p Canpai gn has been a big success, as
devel opers have managed to clear off sonme of their inventories.
Anot her anal yst said Mal aysi a does not need hi gh-end properties as there
i s excess supply. She expects the ruling to be lifted once the econony
recovers and the oversupply in the property sector has been overcone.
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