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ABOUT  US
Malaysia   Property   Incorporated is a Government initiative set
up under the Economic  Planning  Unit to drive investments in real
estate into Malaysia.
As the first port-of-call for real estate investment queries, Malaysia
Property Inc. connects interested parties through an extensive
network of government agencies, private sector companies, real
estate firms, business councils and real estate-related associations.
MPI has two core objectives; to create international awareness
and to establish connections between foreign interests and
Malaysian real estate industry players, ultimately contributing to
real estate investments into the country.

MPI’s   Property   Quotient   (PQ) covers
innumerable aspects related to the property industry. It is focused on real estate
news, property market updates and current
affairs interviews.

For further information and up-to-date tracking of Malaysian real
estate data, visit:
www.malaysiapropertyinc.com

Inputs and views from property players and
related industries adds spice to the Property Quotient. MPI has over 6,000 subscribers globally and is read by both local and
foreign investors.

For further enquiry, write to:
info@malaysiapropertyinc.com

Follow Us
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Outlook for

Iskandar Malaysia (IM)
- Singapore perspectives

Iskandar is a 2,216 square kilometre urbanisation project,
three times the size of Singapore.

By Veena Loh

It has been a year since
the Budget announcement on the doubling of
the ceiling on purchase of
properties by foreigners
and the dramatic increase
in levy from RM10,000 per
transaction to 2% of purchase price incurred by
foreigners in Johore.

W

ith cooling measures on property and an
increase in supply from 20 listed developers within
IM, the feverish transactions on Iskandar Malaysia’s
(IM) properties have slowed down post-Budget.
Several foreign investors have queried MPI
on whether the property
prices in IM are sustainable.
Based on two independent foreign findings, MPI is of the opinion that IM still has
good long term fundamentals.
Nevertheless, transactions will be muted in
2015 given the cooling
measures to reduce
speculation in Malaysia
and the new turn in
events in Singapore -

where property prices
have
dropped
by
4%-7%, a culmination
of more than 9 rounds
of cooling measures
implemented over the
last 5 years.
The first foreign survey
by STProperty shows
strong interests by Singaporeans in Malaysian
real estate but largely
for property prices
below
SGD700,000.
The second analysis
done by HSR looks at
the appropriate price for
properties.
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Survey Finds Singaporeans most keen on Malaysia but with budget limitations
According to a Survey by ST Property, Singaporeans are most keen to buy Malaysian properties. Malaysia is the biggest investment destination followed by Australia and the Philippines.
(Chart 1). Condominiums are the most popular type of property followed by office, hotels and
landed properties (Chart 2). In terms of budget, 42% of the respondents said that they are
most comfortable with the budget of SGD 401,000 to SGD700,000 whereas 41% states that
their budget is below SGD 400,000 whilst the remaining 17% stated that their budget is
between SGD701,000 and SGD1million (Chart 3).

Chart 1: What Countries are you interested to invest in?

Source: Survey by ST Property, 2013

Chart 2 : What types of properties are you interested to invest in?

Source: Survey by ST Property, 2013
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Chart 3: What is your budget for a desired property?

Source: Survey by ST Property, 2013

HSR : IM prices are still
good value
In November 2013, an article by Singapore
realtors, HSR looked into the question on
whether Iskandar Malaysia is overpriced.
As prices have moved up at dizzying
levels in a short period of time, is there a
sensible price differential for someone
who works in Singapore to buy a property
in IM and commute to work everyday?
Can the current property prices and
demands in IM be sustained? This
depends on whether workers in Singapore
desire to make IM their home. HSR’s
analysis shows that the average nonlanded residential property prices in
Jurong and Woodlands are almost double
that of Puteri Harbour’s and three times
higher than Medini’s.
While the recent Budget measures have
affected the property market sentiment,
HSR believe that fundamentals in IM have

changed for the better. The Malaysian government has invested RM6.3 billion in
Iskandar, Malaysia's largest growth corridor,
sprawled over 2,217 sq km, three times the
size of Singapore. As many as 154,000 jobs
have been created since its ground-breaking
in 2006 and a total of 817,500 jobs are to be
created by 2025. Foreign investments represents 39%, or RM34.2 billion, of the total
committed investments ploughed into the
growth corridor between 2006 and 2012. Of
that, Singaporeans forked out RM4.52
billion, or 13%, primarily in manufacturing.
Significant cumulative committed catalytic
investments in IM since 2006 to-date have
reached RM118.93 billion. (See appendix)
With these investments, IM has become one
the of the region’s top tourist destinations,
providing family tourism, edu-tourism and
health tourism. Legoland, one of the world's
largest theme parks and the first of its kind in
Asia, opened in September 2012 and has
since sold more than 1 million annual passes
in its first year of operation of which 30%
were to Singaporeans.
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To increase the pool of
talent in IM, EduCity led
by Iskandar Investment
has brought in numerous
universities and colleges
including
Newcastle,
Reading and Southampton Universities, Singapore's Raffles University
Iskandar and Marlborough College to name a
few. Over half of the
student body of Marlborough College, a 'highend' boarding and day
school, will be Singapore
residents according to its
headmaster, Robert Pick.
Around 16,000 students
are expected to attend
universities and schools
when EduCity is in full
force by 2017.
Future connectivity will be
in place with the Rapid
Transit System linking
Johore Bahru and Singapore which is to be completed by 2018 and the
High Speed Rail connecting KL and Singapore in
90 minutes by 2020. Both
countries have agreed to
co-locate their CIQ facili-

ties so that cross border
commuters only need to
clear once at either
station.
The average primary
prices in Puteri Harbour
was up 107% in less than
2 years with good take up
rates. The Custom, Immigration and Quarantine
centre is located within
Puteri Harbour where
private ferries will connect
Puteri Harbour to a CIQ in
Singapore.
Supporting the resale
values are the population
residing in IM and from
Singapore. IM has 1.6
million people and this is
expected to double by
2025 while Singapore
with a population of over
5.3 million has ambitions
to grow its population to
6.9 million.
In the long run, the price
of a house will be determined by the present
discounted value of future
rentals plus the resale
value of the house. Based
on a discount rate of -

between 5%-6%, HSR
calculated a fair value for
Medini to be between
RM700 – RM1000 psf and
for Puteri Harbour to be
between
RM900
–
RM1300 psf. HSR found
that the developers have
priced their projects fairly.
Based on both of these
findings, MPI is of the
opinion that IM’s property
prices will be capped in
the near future given the
fair value of the reflected
current prices and the
budget constraints of Singaporean investors of
properties priced below
SGD700,000.
Moreover, IM property
market
is
softening
because of the rounds of
cooling
measures
imposed by the Malaysian government such as
the 2% foreign levy in
Johore, the 30% Real
Property
Gains
Tax
(RPGT) and the doubling
of minimum purchase
price for foreign purchasers.
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Interest returns to Singapore market
The declining property
prices in Singapore will also
divert the attention of property buyers back to Singapore. According to Urban
Redevelopment Authority
(URA), residential property
prices have fallen by 4.0%
for the whole of 2014, the
first year-on-year fall since
2008 as the cooling measures take effect. The shoebox units are hardest hit
with contractions of 4.4%
since December 2013. HDB
resale prices, widely seen
as providing the baseline
for mass market private
home prices, as at 3Q/
2014 have fallen 6.1%
year-on- year. The drop is
now more prolonged than
during the global financial
crisis, when
prices slid for four consecutive quarters between the
middle of 2008 and mid2009. Singapore’s home -

prices dropped for a fifth consecutive quarter, the longest
losing streak in more than a
decade in Asia’s second-most
expensive housing market.
While the dip in prices is engineered, MPI thinks that a 10%
correction would be sufficient
for the Government to roll back
some of its measures as mentioned in the Singapore Budget.
Conclusion
While IM remains fundamentally
sound in terms of its strategic
location, pricing and new economic activities arising from
catalytic investments, it will take
time to build a new world-class
“city” of international stature
and grow the expected population comprising knowledgeable
skilled workers. Before this happens, the prospects of the city
are dependent on Singaporeans
and Malaysians who commute
to work from IM or seek a holiday home. For this group of
people, there needs to be a
significant price differential for

them to be willing to pay for
the inconvenience and
distance traveled each day
between the two cities.
The current lull in the
market for IM is partly due
to an oversupply situation
that is not supported by the
rising population increase
and a reversal of investor
interest back to Singapore.
The real test in the next few
years would be the creation
of jobs in IM by Malaysian,
Singapore and foreign
companies in IM. Supporting this would be the scarcity of prime industrial land
in Singapore, rising industrial property and office
property prices in Singapore. Rising population
growth, stronger economic
growth in Singapore and
diverging exchange rates
are other push factors that
would entice more Singaporeans to populate and
invest in IM.
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Appendix: Committed Investment in Iskandar Malaysia
Cluster

Catalytic Projects

Education

EduCity
Netherlands Maritime
Institute of Technology
(NMIT)

Cluster

Commence

Comments

May-11

Educity’s education hub16,000 student capacity

Cluster

Sep-11

Raffles University

Apr-12

Offers undergraduate
and postgraduate
programmes.

Marlborough College

Apr-12

Independent
boarding
and day school

University of
Southampton

Oct-12

Raffles American

Aug-13

First phase of the RAS
main campus will begin in
Aug 2014

University of Reading

Sept-13

Undergraduate
and
postgraduate degrees in
the Built Environment,
Business & Law and
Chemistry & Pharmacy.
Opening of campus in
2015

Multimedia
University/University
of Southern California

Mid 2014

Bachelor of
Arts degree

Catalytic Projects

Commence

Comments

Dec-11

80 designer and name
brand outlet stores

Cinematic

Sep-12

Integrated theme park
targeting families with
children aged 2-12.

Sanrio Hello Kitty
Town and The Little
Big Club

Oct-12

Family theme park

Traders Hotel

Aor-13

Independent
boarding
and day school

LEGOLAND Water Park Oct-12

10 acres

Johor Premium Outlets 4Q 2013

40 outlet stores

Healthcare Columbia Asia
& Wellness Gleneagles Medini

2010 - 2014

For the 1st phase, 300 bed
capacity. Future development will include a medical
office block, rehabilitation
centre, a nursing home,
& a hospital residency

2015

207-acre
development
anchored on the concept
of Wellness as a family
theme park with an
adjacent 12.6-scre park
reserve

Resort Wellness Project

Urban Wellness Project 2017

Creative

Pinewood Iskandar

Includes a wellness centre,
a corporate training
centre, service apartment,
strata residence and retail
Purpose built hub of
world-class
film
and
television
production
facilities. 100,000 sq ft
film studios, 35,000 sq ft
of
production
office
space, and 24,000 sq ft of
television studios

2013

A panel discussion will be held at upcoming seminar “Regional Corporate
Outlook 2015” on 3 March 2015 at
Wisma Rehda

present

Phase II

LEGOLAND Hotel

Comments

A branch Campus for
engineering

LEGOLAND

-

Commence

A range of undergraduate
biomedical and medical
degree programmes

Newcastle Medical
University (NuMed)

Tourism & Johor Premium Outlets
Leisure
Phase 1

Catalytic Projects

Jan 2014

250 LEGO-themed rooms

REGIONAL CORPORATE
OUTLOOK 2015

GEARING UP FOR A CHALLENGING
ECONOMIC ENVIRONMENT
Date
: Tuesday, 3 March 2015
Time
: 9.00am to 5.00pm
Venue
: Wisma REHDA
MAIN SPONSOR

:
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Property Market Outlook
2015 – (RAM, WTW & JLL)
By Jordanz Ooi
An exclusive interview with YY Lau from JLL Property Services (Malaysia) Sdn Bhd,
Thong Mun Wai & Karin Koh from Rating Specialist, Agribusiness, Real Estate &
Construction Ratings (RAM) and Sr Foo Gee Jen from C H Williams Talhar & Wong
Sdn Bhd (WTW) on property market outlook 2015.

RAM
Thong Mun Wai
Head, Agribusiness, Real Estate & Construction Ratings
Karin Koh
Rating Specialist, Agribusiness, Real Estate & Construction Ratings

WTW
Foo Gee Jen
Managing Director of WTW

JLL
YY Lau, C.A. (M)
Country Head of JLL Property Services
(Malaysia) Sdn Bhd.
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Property Market Outlook
2015 – (RAM, WTW & JLL)
What is your opinion about the
property market in 2015? Will the
property
market
still
remain
upbeat?

RAM:

WTW:

RAM Rating Services Berhad
(RAM) had a pessimistic outlook on
the residential and commercial
property sectors in 2015 in view of
the softer buying sentiment, the
expectation of a single-digit contraction in residential transaction
volumes and the oversupply of
retail/office spaces in the market.
We generally expect the residential
property market to remain lackluster in 2015, as a surge in buying
activities before the implementation of GST appears unlikely.
Buying sentiments will also be
muted due to a potential hike in
property prices as well as the
heightened cost of living after the
implementation of GST. This is
compounded by the weakened
ringgit, stock market corrections as
well as the generally less robust
economic outlook following the
recent oil price plunge. Tight mortgage lending criteria will also continue to dampen demands for residential properties.
The property market in 2015 is
likely to experience a slowdown as
the economy appears to be weakening coupled with property investors being cautious with the
impending implementation of GST
in April. We are expecting less new
launches as well as market activities due to the uncertainties in the
market, driven by the weak ringgit
and stringent lending rules. Property investors/ purchasers are likely
to adopt a ‘wait and see’ approach
when it comes to property investment decisions.

JLL:

The performance of property markets generally mirror that of the
larger economy. In the light of the
World Bank’s downgrading of the
2015 Malaysian economic growth
forecast to 4.7% in December 2014
(from 4.9% previously in April
2014), and the recent contraction in
oil prices, we can expect activities
in the property market to soften
alongside these weaker domestic
economic conditions.
Property prices are likely to remain
firm with properties valued less
than RM500,000 per unit to remain
attractive, supported by continual
demand from occupiers and long
term investors rather than speculators.
Has the increase in base lending rate
from 6.6% to 6.85% affected property purchases?

RAM:

The BLR’s increase of 25 basis
points has had a minimal impact on
property purchases as the consequent increment in monthly instalments is only marginal. We believe
the key reason for slower property
purchases is due to the stricter lending criteria. As a result, the rejection
rate is reported to be rather high for
certain
projects.
Nonetheless,
statistics from Bank Negara indicate
a slight contraction in the value of
loan applications following the BLR
adjustments announced in July
2014. Overall, interest rates are still
considered conducive while the incidence of non-performing loans visà-vis residential properties are still
low and trending downwards.
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WTW:

We estimated that the 0.25% increase
in the interest rate will increase annual
loan repayment costs by about
RM1,000 or RM80 per month based
on a 35-year loan. However, for a 25year loan, the impact would increase
loan repayments by RM4,500 per
annum or RM388 per month.
The increase in purchasing costs will
depend on the tenure of the loan visà-vis the interest rate. The shorter the
loan period, the greater the increase in
costs.

JLL:

The recent interest rate hike has
affected the affordability for home
buyers applying for a new home loan
as the cost of mortgage financing is
now higher. This could add further
downside pressure to the property
market which could be facing a drag
given the weaker economic outlook.
However, the impact of this rate hike
could be mitigated by Bank Negara’s
policy requiring banks to adopt a base
rate + spread approach when determining their lending rates which takes
effect on 2 January 2015. This new
framework is in favour of consumers
as it is more transparent and the range
of lending rates offered by the banks
could widen over time giving consumers more options.
Will the property price be higher after
the implementation of Goods and Services Tax (GST) in April 2015 and the
removal of fuel subsidy?

RAM:

In general, property prices will be
higher. In the case of residential
properties, developers will not be
able to directly pass on their higher
input costs to the buyers. As such,
residential property prices will
depend on whether the developer is
willing to absorb the impact of GST

on their input costs, or pass it on to
the buyer. Nevertheless with softer
market sentiment and stiffer competition between developers will keep
the rise in residential property prices
in check. According to the Ministry of
Finance and the Customs Department, property prices could edge up
0.5%-2%. Meanwhile, industry body
REHDA has reportedly stated that the
price increase could be up to 3%.
WTW:

According to our preliminary estimation, the implementation of GST is
likely to raise existing property prices
within a range of 3% to 5%.
On the removal of fuel subsidies, federal government has coincided this
with the current fall in crude oil prices.
In an analysis done by Goldman
Sachs in December 2014, the world
crude oil price is expected to fall
further as the market searches for a
new equilibrium. This is likely to slow
down the nation’s economy as we are
one of the biggest oil’s exporters. On
the bright side, this would likely check
price increases as demand weakens
including house prices.

JLL:

In our opinion, the imposition of GST
is likely to have a greater impact on
commercial properties than residential given the tax rate.
The effect of this tax on home prices
depends on whether the developers
will pass on this cost (due to imposition of GST on building material etc)
to the buyers or absorb the cost
incurred.
In our opinion an increase, if any, will
be marginal given the existing weaker
market conditions.
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The sale and rental of commercial
property will be subjected to GST. Will
it dampen investor’s interests in purchasing commercial properties?
RAM:

WTW:

JLL:

The price increase in the prices of
commercial properties are likely to be
greater than residential properties as
the former is subjected to GST. Investors may be daunted by the fact that
the sales and rentals of commercial
properties such as shop-offices, retail
lots and office units are subjected to
GST. For commercial-titled properties such as SOHOs, which can be
used for residential purposes, the
application of GST will depend on the
usage. If such properties are used as
residences, GST will not be applicable.
Yes, as this will further drive down the
existing compressed rental yields.
However, commercial properties in
established areas will be less affected
by the implementation of GST as
strong demands will see a more
evenly
distributed
GST
costs
between the buyers and sellers as
well as landlords and tenants.
The impact of GST may be short term
on retail investors’ interests and sentiments but realistically, industrial
investors e.g. funds and private
equity fund investors typically look
more on the asset’s yields as well as
the
capital
appreciations
and
revenued incomes of the asset over
time.
GST would likely to be treated as part
of the acquisition costs and factored
in as part of their investment strategy.

Residential property prices in Kuala
Lumpur, Selangor, Penang and Johor
are much higher compared with
other parts of the country and are
beyond the affordability of young
working adults. In your opinion, are
there means and ways to resolve this
issue?
RAM:

WTW:

Higher property prices in major cities is
not unique to Malaysia. Nevertheless,
the government has taken steps to
address the issue of affordability by
introducing social housing assistance
such as PR1MA and extending the
eligibility criteria to a monthly household income level of RM10,000
announced in the recent Budget 2015.
If implemented effectively, this should
help alleviate the problem of home
ownership for the younger population.
The government has also embarked on
a series of cooling measures to stem
the increase in property prices.
Affordability is an ongoing issue where
the government has been putting in
extra efforts to tackle it in recent years.
The efforts include several key policies
addressed by the government in
Budget 2014 and 2015. Under
PR1MA, PPR, and SPN, an additional
143,000 affordable homes have been
planned. Together with the 130,195
homes proposed in 2013, the government will be providing new housing to
about 1% of the population per
annum for the next four years.
Apart
from
affordable
housing
schemes, the government has introduced youth housing scheme to provide financial aids to the first time
home buyers. Although the scheme is
a good move, a major limitation of the
scheme is that only 20,000 units are to
be made available.
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2014 when the market saw less
market activities with the tightening measures enforced by the
government. We are of the opinion that the existing cooling
measures have been effective for
only a limited time.

Overall, these efforts still fall far short
in solving this issue. The more effective solution is to release adequate
housing supplies to meet existing
demands to an extent that property
prices will fall as developers compete
with each other to meet their sales
targets. The key to increasing supply
is to streamline the approval processes and to eliminate the large
number of selling conditions and
quotas that are currently attached to
the development approvals.
JLL:

Generally, property financingremains
a concern especially for young
adults. The government has put in
great efforts in introducing and continuing
housing
incentives
as
announced in the recent budget.
These includes discounts on stamp
duty, loan guarantees, rent-to-own
schemes and affordable housing
developments. In our opinion, these
policies are effective and should be
maintained.
The government has taken multiple
cooling measures such as increasing the Real Property Gain Tax
(RPGT), banning the Developer’s
Interest Bearing Scheme (DIBS)
and etc. However, property prices
still remain high. In your opinion,
what are the effective measures to
cool down the property prices?

RAM:

However, these are measures
designed to distort market forces
temporarily and over time, developers, sellers and buyers will
create / innovate / find new ways
to overcome these measures
while pushing prices higher. As
previously mentioned, above in
in the long run, the only effective
way to cool property prices is to
release adequate housing supplies and allow market to find its
equilibrium at lower prices.

As it stands, the government’s cooling measures have already reduced
speculative activity. The decision on
whether further cooling initiatives are
warranted is complex and requires
the government to balance many
angles.

WTW: In brief, the property market for the
past 5 years has been in a good run
with high capital appreciations
observed in the market. However, the
good run has started to slow down in

JLL:

The high property prices are
largely contained within the new
sales market. This is largely driven
by the tight land supply within the
city area resulting in high land
prices. Coupled with the low interest rate environment in recent
years, where effective mortgage
rates could go as low as below
4.5%, buying interest have likewise escalated, fueling prices
further.
The current measures introduced
by the government, especially, the
removal of DIBS has certainly
clipped demands. Other measures
such as discounts on stamp duty,
loan guarantees, rent-to-own
schemes and affordable housing
developments, are effective and
should be maintained. According
to NAPIC, the Malaysian House
Price Index increased by 4.6%
y-o-y in 3Q2014. This is at more
sustainable rate in comparison
with the dougle digit growth that
was recorded in 2012 and early
2013.
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n comparison to Malaysia, Australia has had
a head start in the aged care industry. In the last 20
years, the proportion of Australia’s population aged
over 65 years has grown from approximately 11%
of the population (approximately 2.1 million people)
in 1993 to 14% (approximately 3.3 million people)
in 2013.

Australian
Companies Tap Growing
Opportunities In
Malaysian Aged Care
Market
Photo credits from http://australianunityrl.com

By David Chong
In comparison to Malaysia, Australia has had
a head start in the aged care industry. In the
last 20 years, the proportion of Australia’s
population aged over 65 years has grown from
approximately 11% of the population
(approximately 2.1 million people) in 1993 to
14% (approximately 3.3 million people) in
2013.

People aged 65 and over constitute Australia's fastest growing age group, according
to figures released by the Australian Bureau of
Statistics (ABS). Hence, the aged care or
senior living industry has and continues to
form an important aspect of Australian life.
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Malaysia’s ageing population in the near future
The overall population of Malaysia is still considered relatively young compared with developed countries (for instance Japan, United Kingdom, Australia), but changing trends in the
age structure (for instance declining fertility rates, increased longevity) are some factors contributing towards an ageing population in the country.

Year

0-14

%

15-64

%

65+
(’000)

%

Median
age

2010

7,822.1

27.4

19,341.4

67.6

1,425.1

5.0

26.3

2015

7,733.4

25.4

20,971.9

68.8

1,779.9

5.8

28.2

2020

7,780.7

24.0

22,445.9

69.2

2,214.6

6.8

29.9

2025

8,009.5

23.4

23,533.4

68.6

2,751.3

8.0

31.5

2030

8,078.9

22.5

24,542.0

68.2

3,335.7

9.3

33.0

2035

7,893.4

21.1

25,606.1

68.5

3,889.9

10.4

34.5

2040

7,537.2

19.6

26,615.6

69.0

4,405.1

11.4

36.0

Department of Statistics, Malaysia (Population Projections Malaysia, 2010 – 2040)

Essentially, what the
above translates to is that
Malaysia will have a
smaller
working
age
population having to bear
the responsibility to care
for an increasing number
of
older
populations
whilst having to work
since they also need to
bear the financial responsibilities of their aged parents. The numbers and
trend show that there is
an urgent need to
develop proper services
to meet a growing
demand in the aged care
and retirement living
sector in Malaysia.
Focus on Senior Living
under Malaysia’s Economic Transformation
Program (ETP)

Such realities will have profound economic and social
implications which will also
lead to new possible opportunities and challenges.
Healthcare is one of the
National Key Economic
Areas
(NKEAs)
under
Malaysia’s
Economic
Transformation
Program
where the issue of senior
living is also addressed in
several Entry Point Projects
(EPP) such as EPP15
(Mobile Healthcare Services),
EPP16
(Institutionalised
Aged
Care)
and
EPP17
(Retirement Villages).
Australian Senior Living
Expertise into Malaysia
In recent years, PEMANDU
and Australian Trade Com-

mission (AUSTRADE) havebeen influential in actively
trying to promote crossborder joint ventures and
collaborations
between
Australia and Malaysia in
the aged care/senior living
sector. Currently, this sector
is still under-developed in
Malaysia due to the ageing
parents are normally being
cared for by their children, a
practice that is very much
influenced by the Asian
values of filial piety.
However with an accelerating ageing population, a
rise in longevity combined
with an increase in the need
for dementia care, the gap
in unmet services for aged
care facilities, services and
expertise
will
increase
sharply in Malaysia. The
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Photo credits from http://www.waterbrook.com.au

Malaysian government predicts the value
of aged care and the retirement living
sector to be worth more than RM3 billion
for the period of 2010 to 2020.
Another Australian company that have
capitalised on the opportunity is Flex
Health Group, a company with more than
20 years of experience in this sector. Flex
Health Group was initially asked to participate in an ageing workshop in Malaysia.
Later, the CEO of Flex Health Group, Paul
Rowell said that the event provided the
platform to enter Malaysia and showcase
the company’s capabilities to key players in
the market. The founding directors, Paul
Rowell and Jillian Lewis, were thereafter
invited by the Malaysian government to
participate in a month-long workshop on
aged care.
“The population is aging here, people are
living much longer because medicine has
changed so much, but there is very little in
the way of comprehensive care for them (in
Malaysia)…There was a smattering of
people doing bits and pieces but there was
nothing systematic,” he said.
Potential long term opportunities in Malaysia
The elderly have contributed much to the
development of the nation and it is only
right that they deserve good quality aged
care, particularly those that may not have

the financial means for luxury care. As this
is very much a necessity, it is hoped that
the government will look more into potentially funding or subsidising those that may
not be able to afford such care.
For the elderly who have the financial
means (could be in various forms such as
fully paid off properties, for instance in Australia where a reverse mortgage could be
arranged with the bank for the elderly to
fund their aged care till the end of their
lives), there may be a demand from them
for a comfortably mid-level aged care facilities to even 5 star luxury retirement village
resorts. High net worth individuals who
have worked hard to accumulate wealth
during their younger years may not want to
hold back on expenses to ensure that they
are well taken care of as they age. For
instance Australia’s Waterbrook retirement
villages have 24 hour concierge services for
residents, very much like a luxury hotel.
Ageing is not an illness but a stage of life,
but the elderly who may get ill or sick will
need specialised care, which is quite different from younger patients in a hospital.
Hence, hospitals including private hospitals may need to develop their expertise in
treating or dealing with the elderly that are
ill. In this regard, private hospitals may
want to look into this possible growing
demand and widen their service to include
this pool of patients. In addition, aged care
facilities (including retirement villages,
resorts, home and community care to sup-
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port ageing in
place) will need
medical expertise support from
hospitals. Therefore, there is a
wide scope of
opportunity for
private sectors
hospitals
that
can develop the
expertise to tap
into this segment
in addition to
their current

market segment. Architects and property developers can also tap into this growing
demand to build ordinary homes or condominiums that have elderly friendly features to
ensure their products have a wider appeal to include ageing baby boomers (which coincidentally is a group that has one of the highest spending powers at the moment). Building
and facility managers that can develop their expertise to include aged care facilities will
find growing market opportunities in addition to the conventional facility that they
manage.
In 2014, major Australian aged care providers that have gone for public listing on the Australian Securities Exchange include Japara Healthcare, Regis Aged Care and Estia Health.
According to an article in the Sydney Morning Herald in April 2014, “Australia’s ageing
baby boomer generation is set to provide a number of elderly people needing residential
care in coming years….The total size of the domestic aged care market is 186,000 beds
across 2700 facilities managed by about 1400 providers….”
Malaysia may not have such a developed market in the aged care sector as yet as compared with Australia, but Malaysian companies with the right long term vision may see the
tremendous opportunity in servicing the relatively untapped market of 2.75 million elderly
Malaysians forecasted by 2025 with this number growing to 3.88 million in 2035.
(The author has attempted to ensure that all information above is as recent and updated as
possible but should not be held responsible for any inaccuracies relied upon. Information and
figures above is derived from many sources including PEMANDU, AUSTRADE, Department
of Statistics Malaysia and related company websites)

Photo credits from http://www.waterbrook.com.au

Malaysia Entices
Middle Eastern
Investors

Photo credits from http://black-capital.com/

By Puteri Kaarriena

A Phoenix on the Rise
Malaysia’s leading capital, Kuala Lumpur is
paving its way as a property hotspot within the
Asian region and has been experiencing a
greater growth rate than the national average
over the past four quarters. Investors from the
Middle East are benefiting from the sense of
familiarity through the principles of Islamic
Finance pioneered by Malaysia for more than
30 years. It has been proven to provide more
security than the conventional financial methods. Kuala Lumpur is seeing stronger bonds
particularly between Saudi Arabian, Kuwaiti
and UAE banks that views Malaysian economy
positively in the long run.

Positive outlook for Malaysia
The global tourism scenario has been
greatly altered by the tragic 11th September 2001 tragedy in New York. The
tourist to tourist destinations to some
extent had been restricted due to safety
and security reasons. Major tourist destinations imposed a high restriction and
stricter regulations to the inbound tourists especially from Muslim countries.
Due to this, many were becoming more
careful and selective in choosing their
holiday destinations. The World Tourism
Organisation stated that the arrival of
Middle Eastern tourists to the United
States have sharply declined after the
incident.
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The Middle East market consisting of
several countries namely Bahrain, Iraq,
Jordan, Saudi Arabia, Oman, Qatar,
Yemen, Egypt, Lebanon, Kuwait, Libya,
Syria and the United Arab Emirates. Not
all countries are attuned to Malaysia’s
significant market. Only seven countries
were considered quite sizeable which
are Jordan, Kuwait, Oman, Saudi Arabia,
Syria, United Arab Emirates and Egypt.
Photo credits from New Straits Times

Malaysian Attraction
When tourism first started, less than 27,000 arrivals of Middle East tourists
were recorded. Then it surged to some 300,000 arrivals in 2012 according
to Tourism Malaysia, with a cumulative estimated USD20 billion in tourism
receipts. In the same year the number of visitors from Muslim countries to
Malaysia also rose in double digits. Middle East tourists have a higher purchasing power than other overall tourists with the average expenditure of
RM5,000.
Burgeoning Bilateral Ties
The Malaysian government has gone full
speed on campaigns to market the tourism
interests in the Middle East and has emerged
among the top suppliers of manufactured
goods to the Middle East. Malaysia and the
Middle East shared trade relations that predates several centuries making it easier to
become partners. Over the years, numerous
new avenues of cooperation have been
explored by leaders of both regions as bilateral trade between Malaysia and the Middle
East has registered tremendous growth.
The government of Malaysia has made
immense efforts on formulating innovative
ways to enhance the bilateral trade with
Middle Eastern countries. These initiatives
are bearing fruits as Malaysia has been
named amongst the world’s top 20 trading
nations.
Accessible Amenities
Tourists from the Middle East usually arrive
with their families and feel at ease with the
amenities available in Malaysia, most importantly the wide range of halal food available.
Apart from halal food, other amenities
include countless of air conditioned shopping malls, mosques, lush greenery and the
beautiful islands and beaches in Malaysia.
Photo credits from halaalquest.files.wordpress.com
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Tropical Climate Weather
Malaysia’s moderate climate also plays a
major role as Middle Eastern tourists come
with their children to Malaysia during their
school holidays. This period coincides with
summer in the Middle East. The heat could
reach over 43°C starting in June all the way
up to September.

from a 100 different countries and an
increasing number of students from the
Middle East such as Oman, Iraq,
Jordan, Syria, Sudan, Saudi Arabia,
Yemen and Egypt are now seeking
opportunities of higher education in the
myriad of internationally recognised
education institutions in Malaysia.

Education Hub
Another sector that attracts the attention of
the Middle East is the excellent opportunities for higher education available in
Malaysia. Over 35,000 foreign students

In the bid to attract more students from
the Middle East, Malaysia participated
in the “Gulf Education and Training
Exhibition” and a prominent line up of
Malaysian universities and colleges participated in the exhibition.

WHY
MALAYSIA
IS A
FAVOURABLE
PLACE TO
INVEST?

1

Number one in World Muslim
Tourism
Malaysia was rated the world’s top
Muslim-friendly holiday destination in
a survey that was released in early
2013 which also listed Egypt, Turkey,
United Arab Emirates, Saudi Arabia
and Singapore as runners-up respectively. This study was conducted by
the Singapore-based Muslim travel
consultancy called Crescentrating
where they ranked countries on how
well they cater to the growing number
of Muslim holidaymakers that seeks
Halal or Islam-compliant food and
services.
Malaysia has successfully positioned
itself as one of the Middle Eastern
travellers’ preferred holiday destina-

tion and has been ranked number one
in World Muslim Tourism 2013. Last
year alone, Malaysia managed to
attract 1,477,646 tourists from Middle
Eastern countries which is an
increase of 17% from the previous
year.

2

Malaysian Healthcare
The Malaysian healthcare has been
dubbed as one of the cheapest in the
world making medical tourism on the
rise in Malaysia. A study done by the
American publication International
Living rated Malaysia’s healthcare
system as the third best out of 24
countries in its 2014 Global Retirement Index beating out the likes of
Spain, Italy, Ireland and New Zealand
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among other countries.
According to the InternationalLiving.
com Asia correspondent, Keith
Hockton,
Malaysia’s
healthcare
scored highly 95 out of 100 points
because of the medical expertise of
Malaysian healthcare practitioners
which is “equal to or better than what
is available in most Western countries”.

3

Malaysia My Second Home Programme
Malaysia has introduced Malaysia My
Second Home (MM2H) programme
which is beneficial to foreign investors looking to make Malaysia as their
second home. It allows nonMalaysians to reside in Malaysia on a
social visit pass for 10 years which is
automatically renewable for an additional 10 years upon expiry. The Iranians has formed one of the largest
Middle Eastern participants under the
Malaysia My Second Home (MM2H)
programme. Iran has been the leading participant of MM2H since 2008.
Malaysia has been listed as the third
most desirable place to retire by The
Global Retirement Index 2014 and is
the best place to retire in Asia,
according to InternationalLiving.com.

4

Strong Economic and Real Estate
Growth
Malaysia’s property market currently
proves to be attractive to overseas
investors, particularly those from the
Middle East. Malaysia’s popularity
with the Middle Eastern investors
has grown over the last two decades,
due to the vicinity, strong cultural and
religious ties with the region as
stated by property investment company IP Global. According to IP
Global, Malaysia’s capital city, Kuala

Lumpur, is the global centre for
Islamic finance with two thirds of
global sukuk issued and underwritten
by Malaysian banks.
According to Nabeel Hussain, a
senior vice president at CBRE Malaysia, Malaysia offers an attractive
combination of friendly investment
and foreign ownership regime,
affordable property values, high
standards of living and, a diverse
racial and social mix. Malaysia is
strategically located within South
East Asia. Its market-oriented
economy thrives off pro-business
government policies, political stability and a well-developed infrastructure.
Masood Al Awar, CEO of UAE-based
real estate development and marketing company Tasweek, stated that
Malaysia offers investors a buoyant
business environment that has the
right elements in place to spur
growth and profitability. Malaysia is
also one of the most technologically
developed countries amongst the
ASEAN
region’s
industrialising
nations that provide an excellent hub
for investors to shape their future.
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Will Malaysia still entice Middle Easterners to return?
The Malaysian Economic Transformation Programme
The RM230 billion (USD80 billion) Malaysian Economic Transformation Programme, continues to make good progress with
5 new MRT lines and high speed rail to Singapore by the year
2020. Another major milestone is the establishment of
Iskandar Malaysia. Iskandar Malaysia to date has attracted
RM100 billion (USD22 billion) worth of investments worldwide.
Kuala Lumpur being one of the fastest growing cities in the
world, can offer top notch infrastructures and financial advantages making property investments worthwhile in Malaysia.
Recent bilateral collaborations between Malaysia and the
Middle East includes the signing of Qatar’s sovereign wealth
fund agreement with a Malaysian partner in 2012 to build Harrods’ first luxury hotel in Kuala Lumpur.
The country is indeed providing investors with a huge potential not only in investments but also with transportation links
rapidly gaining its pace across many of its cities. This is predicted to yield in great returns for smart Middle Eastern investors.

INVESTOR REQUEST
Request

Client

Requirement

Location

4Q2014
Land bank

Power Plant
Developer

HJYLZVMSHUK
(single or adjoining lands)
-SH[UVUMSVVKLKSHUK
area

Land bank

Foreign
Investor

HJYLZVMSHUK
 ;OLTL YLZVY[  ^P[O
Villas and Apartments
development

Sabah:
3-5km
from major cities

Beach front
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NEWSFLASH
Newsflash
Property  Market  
Likely  to  Regain  
Momentum  Post  
GST
Malaysian house prices are expected to increase between 3% and 5% after the implementation of the goods and services tax (GST) according to CH Williams Talhar & Wong’s Managing Director. Generally, the prices are likely increase less in the residential sub-segment
while more are to be expected in the commercial sub-segment. However, some purchasers are likely to adopt the ‘wait and see’ approach due to the uncertainties on the impact
of GST.
The market will be impacted for at least the first two quarters when GST becomes effective. After April, the market will find its own level and property transactions will slowly
move again.
Several developers have lined up aggressive launches to take advantage of pre-GST
buying to lock in as much sales as possible before the market slows down.
Savvier and stronger developers should be able to weather any turbulence better than the
rest. The property market will regain its momentum once confidence is renewed.

Johor  Freezes  Ser-
viced  Apartments  
Applications

The Johor state has rejected new applications to build serviced apartments. However, the
developers that have obtained approval can continue with their projects.This was to
ensure that the property market would not be flooded by serviced apartments, especially
in Iskandar Malaysia as there are about 86,000 units of serviced apartments approved for
the country’s first economic growth corridor until 2025 while only about 26,000 units were
deemed necessary for south Johor according to the Iskandar Malaysia Comprehensive
Development Plan 2006-2025.
In addition, the development of serviced apartments was not subjected to provide basic
amenities such as schools, multi-purpose halls and places of worship. Nowadays, serviced
apartments were no longer rented out but owner-occupied. Hence, developers should
focus on building apartment units and provide these amenities to buyers.
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Graphical Speaking
Rentals and Occupancy Rate of Retail Space in Shopping Complex
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