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QUANTITATIVE
EASING
AND IMPACT ON
REAL ESTATE
by Chang Ngee Hui & Veena Loh
The quantitative easing in the US is
likely to end once the US economy
recovers as expected, Ben Bernanke
said in June 2013. The key indicator
of the state of the US economy is the
unemployment rate which is forecast
to be reduced to 6.65% by next year.
The current actual unemployment rate
is 7.25%, which was recently revised
from the earlier estimate of 7.5%. If
the improvement of the US economy
continues on trend, Bernanke said that
it is likely that QE may end by mid-2014.
Ben Bernanke’s mere statements about
the tapering of US bond purchases
roiled both world stock and bond
markets. The expected end of QE is
setting in motion an unwinding of world
stock and bond markets which have
previously benefited from it. QE is the
US Fed’s strategy of pumping liquidity
into the US economy via the purchase of
bonds by the Fed from banks. This has
the impact of pushing up bond prices,
thereby keeping bond yield and other
interest rates down. QE1 started in
November 2008 and QE2 in November
2010. The current round QE3 which
started in September 2012 raised the
purchasing to US$85 billion a month of
US government bonds and other bonds.
Subsequent to this reaction, Bernanke
has tried to calm fears in the market
by saying that the Fed will still want
to maintain a low interest rate
environment. However, as Bernanke will
be stepping down by early next year,
the new replacement may be likely to
depart from the old school of thought.
At that time, Lawrence Summers who
had voiced his thoughts that QE has not
been effective and he was likely to be
chosen as the new head. Summers is
no longer in the running and the next
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likely candidate is Yellen who has been
working closely with Bernanke. Markets
have since responded with a relief rally as
continuity is expected and Yellen is likely
to keep interest rates low for a long time.
The end of QE and its impact
The end of QE has three very different
consequences. One is that there will be
no additional inflow of liquidity into the
US economic system through the central
bank which has the effect of expanding
the money supply.
The end of QE however does not
necessarily mean a reduction in liquidity
as liquidity will have to be sufficient in
order that the economy can continue
to recover on its own without the
unconventional intervention by the
central bank. Two is the effect on the
interest rate. If QE is removed because
liquidity is sufficient, then interest rates
are unlikely to shoot up. Interest rates
may not be kept at near zero without
QE, but the Fed can still continue keep
interest rates down through its federal
funds which can be borrowed daily by
banks, and federal fund rates are kept at
a quarter of one per cent.

If the end of QE means a reversal of
capital flow from the world stock and
bond markets, then all the more the
pressure is for interest rates to stay low.
Three is that the US financial system
may have already been stabilised and
it can now begin to function properly
in creating money through loans in the
normal fashion. The open-ended nature
of the bonds that the Fed could purchase
from the market under QE3 means that
the financial system may have begun to
start lending to businesses which in turn
create more jobs.
What does it mean for Asia?
Hot money which flowed into Asia will
see a reversal. For the past 5 years while
the US has been pumping money into
the system, much of the money did not
stay in the US. Instead much of it went
abroad. A number of assets, including
stocks around the world, have advanced
over the past few years is that the money
created by central banks through QE
has found itself in financial markets
particularly in emerging markets like
Asia. (Figure 1)
(continued next page)

Figure 1: Movements of Regional Stock Exchange Composite Indices
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Table 1: Depreciation of exchange rate from April to September 2013
Exchange rates based on USD
Countries

30th April 2013

As on 30th
September 2013

Precentage
depreciated (%)

Singapore

1.2314

1.2548

1.9

Malaysia

3.0425

3.2523

6.9

India

53.806

62.652

16.4

Indonesia

9,722.5

11,405.5

17.3
Source: MPI Research

(from previous page)
As interest rise, hot money will again
seek to park itself under the US
Treasuries which has served as a safe
haven in the past, especially if the stock
markets in Asia and elsewhere are seen
to have peaked directly as a result of the
impending end of the QE. Importantly,
funds will move into US stocks to be the
first to capture the upturn in economy.
Asian currencies, particularly Indonesian
rupiah and the Indian rupee have seen
a depreciation in their exchange rates
because of their large current account
deficits. Apart from hot money leaving
the country, countries which have higher
imports relative to exports will find their
currencies under strain. Countries like
India, Indonesia and Malaysia which are
experiencing a sharp decline in exports
to China due to China’s slowdown have
experienced greater downward pressure
on their exchange rates. (Table 1)
Can Asia’s Real Estate Hold While US
Exits Quantitative Easing?
Five years of loose monetary policy in
the US has led to hot money flowing out
from the US to other parts of the world,
particularly emerging countries like Asia
which has been one of the few engines
of growth. This has led to a rise in asset
purchases in both the stock market
and real estate. Countries like China,
Indonesia, Malaysia and Singapore were
some of the recipient countries.
For land hungry city states like Hong
Kong and Singapore, governments put
a stop to the inflow of foreign capital into
real estate by introducing punitive taxes
on foreign buyers.
Malaysia was less affected because over
90% of homes were bought by locals.
Furthermore, Malaysia also had sizable
landbanks and a relatively lower density
versus neighbouring countries.

As a result, the exit of funds from Malaysia
by foreigners in proportion to the entire
market will be much less compared
to countries more open to foreigners.
Will there be a crisis? It depends on
how swift hot money moves around
the globe, the impact of liquidity
on real estate prices and higher
interest rates has on household debt.
Will real estate prices hold?
Based on real estate prices during the
global crisis, Singapore and Hong Kong
fared less well compared to Malaysia. It
can be seen from Figure 2 that Singapore
and Hong Kong faced 4 to 5 quarters of
declining house prices whereas Malaysia
only encountered a 1.8% drop in house
price index in one quarter. This is because
more than 90% of Malaysian homes are
owned by locals whereas in Singapore
30% of private homes are owned by
foreigners.

“

Five years of
loose monetary
policy in US
has led to
hot money flowing
out from the
US to emerging
countries like Asia

The hot money from the US would have
come in search of higher yields which
could only be obtained from sustained
inflows in the stock market if these
funds were short term and if they were
interested in returning home when the
time is right. It is therefore likely that
the immediate impact of the end of QE
is on the stock market rather than the
property market.

For investors to enter the property
market, they will only do so on longer
term funds. But longer term funds
would be borrowings from banks as
banks suffered from excess liquidity
as a result of the inflow of hot money.
The low interest rates provided an
additional incentive to borrowers
who were interested to invest in the
property market. As such, therefore, it is
unlikely that there will be an immediate
pullout by investors in real estate.
However, there may be an end to the
expected increases in real estate prices
as the end of near-zero interest rates
may have attracted savers back into bank
deposits as well as reduced the number
of new borrowings from the banks
Some correction of prices in real estate
must be expected. Borrowers who have
over-extended themselves may be
caught by marginal acquisitions which
they are unable to unload.
Higher interest rates
Household debt is now at its highest.
There is concern that with rising interest
rates, this could trigger inability of
house buyers to pay up their loans. Not
surprisingly, Bank Negara Malaysia has
been watching the situation closely and
reining in on loans.
Since early 2012, Bank Negara has
introduced new measures that required
banks to use net income rather than
gross income to lend to house buyers.
Singapore has introduced more than
seven measures before the property
market in Singapore cooled down in
2013.
Nonetheless, while the immediate impact
of the end of QE may be an end to nearzero interest and hence higher interest
rates can be expected, it is quite another
question whether interest rates will
henceforth rise steadily and significantly.
The immediate concern of the central
banks must be to manage liquidity while
keeping interest rates within current
levels, in order to provide time for the
markets to adjust to the announcement.
After all, this is the purpose of the latest
announcement by Bernanke – to give
the market time to adjust to the new
expectations. In other words, the central
banks are rather cautious in ensuring
that the adjustment in the markets will
be slow and steady. Monetary measures
can be reversed very quickly if need be.
(continued next page)
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Will currency hold?
It is likely that the currency will hold,
although in the short term, there may
be some weakness as the US dollar
strengthens and some outflows are
experienced from Asian currencies. In
fact, in June 2013, Bank Negara’s foreign
reserves showed a small net outflow of
US$4.3 billion during the month. Since
July 2009, there was a net inflow of
portfolio capital into Malaysia amounting
to RM159 billion or US$52 billion to
March 2013. This could be the biggest
risk in the outflow of hot money. The
international reserves of Bank Negara
Malaysia amounted to RM432.8 billion
(equivalent to USD136.1 billion) as at 28
June 2013. These foreign reserves would
be sufficient to support the currency
should there be a risk of the hot money
exiting the country at the same time
which is unlikely. The Malaysian economy
remains healthy, as its external account
has enjoyed a surplus of about RM130
billion a year in the last four years.
In fact, countries in ASEAN like Singapore
and Malaysia are now substantially
stronger after the unpleasant experiences
which all these countries faced during the
Asian Financial Crisis in 1997. Together
with China, South Korea and Japan,
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the ASEAN+3 countries have created
a pool of funds under the Chiangmai
Initiative which can be used to mitigate
threats to financial stability in this region.
Conclusion
The concerns over the risk of yet another
global crisis should the adjustment as
a result of the end of QE in the US be
significant may be unwarranted. In the
past, abrupt monetary changes were the
result of the collapse of the real estate
market and its impact on bank solvency.
This time round, the end of QE is a signal
that the patient is leaving the intensive
care unit and should be able to function
under normal conditions on its own.
Whether or not the adjustments in the
rest of the world will be adverse will
depend on whether the US becomes
the star attraction for global investors
as it recovers. That really depends
on the nature and pace of recovery
of the US economy, bearing in mind
that the focus of the global economy
may have been shifting to the east.
The adjustment in local markets is
most likely to be largely in the stock
market where hot money may have
been parking to earn some decent
returns. The currency should be able to
hold as the outflow may be moderate

90% of
Malaysian homes
are owned by
locals whereas in
Singapore,
30% of private
homes are owned
by foreigners

given the absence of systemic risk. As
global interest rates are unlikely to rise
significantly in the immediate or near
term, as the real economy is still trying to
recover in the US, there is unlikely to be a
liquidity squeeze in the local economies.
But there may be the end of this round
of speculative demand for real estate and
prices should adjust to the real demand
supported by current incomes and income
growth. The banks have emerged much
stronger after the Asian Financial Crisis
and are well capitalized to manage their
finances and housing developers have
also been careful to adjust their supply in
response to weaker demand conditions,
having learnt their lessons from the
past.
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GREATER KL’s
OFFICE SPACE
CONUNDRUM :
WINNERS & LOSERS
Panel of speakers :
Chris Boyd, CB Richard Ellis
Sarkunan Subramanian, Knight Frank

Moderator: A recent report
mentioned that Malaysia’s office
construction boom could lead to a
Dubai style property bust. In your
opinion, will this happen in Greater
Kuala Lumpur?
Unlike Dubai, Greater Kuala Lumpur does
not have quite as much of speculatively
built office buildings. MNCs normally
come and occupy a small amount of
office space and grow. For example a
US based company first started out with
15,000 sq. ft. in 2011 and now occupies
almost 70,000 sq. ft. of office space in
Mont Kiara. InvestKL can bring in the
100 MNCs but they will start small and
not take too much office space.
However they will grow as their business
grows. The impact on property prices
will be more of a long term effect rather
than an immediate effect with property
prices languishing rather than falling off
precipice.
Moderator: What will happen to the
new vs old building?
In the late 80s, Singaporeans found out
that the rental of office space in office
buildings are similar to the office space
rentals of shophouses in the areas as
long as the building had a presence with
a prominent address.
They stayed in the building even though
the rents went up. With this in mind,
there are opportunities for growth in
Greater Kuala Lumpur whereby the
older building can be refurbished or
redeveloped to keep up with the new
market.
The establishment of the new MRT line
will drive more people to work in the city.
& office space with good accessibility.
Previously major corporations moved out

of the city as they cannot get enough
people to come and work in the city. If
the opportunity for public transportation
becomes efficient, the possibility of
office space in the city and immediate
neighbourhood will become more
vibrant.
Moderator: With the Government’s
efforts to bring 100 MNCs and
sustained economic growth, do you
think there is sufficient demand to fill
up office spaces?
The long term players in the market,
especially developers who are building
offices have deep pockets and are able
to ride the market can be seen in the
completed buildings that need roughly 1
½ to 2 years to fill the building. Of course
they want the building to be filled but
they are not dropping the rents just to
fill it up. They have to maintain a certain
level for their investment to bear fruit.

“

Unlike Dubai,
Greater Kuala
Lumpur does not
have quite
as much of
speculatively built
office buildings.

Buildings of good quality like green
buildings, good infrastructure within
the building will naturally attract
international tenants to the building.
Right now, as the market is getting more
competitive, attractive incentives are
offered to potential tenants like rent-free
periods and lower rental rates. These
sorts of incentives will attract tenancy to
the building. Large floor plates, sensibly

located, efficient layout and reasonable
rents are also a factor.
Moderator: What is needed to win
tenants for office space in Greater
Kuala Lumpur?
Greater Kuala Lumpur does not have a
very vibrant office market yet as most
office buildings are retained unlike in
Singapore or Hong Kong whereby it’s
a more open market with more foreign
transactions of office buildings.
Greater Kuala Lumpur once so often
does have foreign transaction of office
buildings. Although Greater Kuala
Lumpur is still growing, it has yet to
catch up with the like of Singapore and
Hong Kong. Greater Kuala Lumpur can
sell itself by promoting its incentives
such as lower rental rates and the ease
of doing business.
Currently, one of the problems that the
city faces is the small floor plates offered
by office buildings that do not meet the
demand of MNCs which requires larger
office space to operate and conduct their
business collaborations.
Infrastructures like international schools,
communications, and attractive tax
incentives are also being considered
when MNCs want to set up in a country.
With better incentives and infrastructures
offered in the Greater Kuala Lumpur
office market, Greater Kuala Lumpur can
grow at a tremendous rate to be at par
with international cities like Singapore
and Hong Kong in the near future.
This is a summary from panel discussion at Greater KL Office
Space Conundrum: Winners & Losers organised by MPI on
26th September 2013.
Moderator : Mr Kumar Tharmalingam, ED of Sunway Bhd
Panelists :
(i) Christopher Boyd, Executive Chairman of CBRE Malaysia
(ii) Sarkunan Subramaniam, Managing Director of Knight
Frank Malaysia
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retail, food and beverages, hotels.

EMERGING
THEMED
ATTRACTION
BUSINESS
OPPORTUNITIES
by Aisyah Mahzan
Y.M.Tunku Dato’ Ahmad Burhanuddin
is currently the Managing Director
and Chief Executive Officer of Themed
Attractions and Resorts Sdn Bhd (TAR).
He also serves as the Deputy President of
the Malaysian Association of Amusement
Themepark & Family Attractions
(MAATFA).
Themed Attractions and Resorts Sdn
Bhd (TAR) is a subsidiary company
of Khazanah Nasional Berhad. TAR’s
vision is to pioneer and drive Malaysia’s
leisure & tourism sector by developing,
managing and operating leading theme
parks and attractions within Malaysia.
Among projects by TAR includes KidZania
Kuala Lumpur, Legoland, Puteri Harbour
Family Theme Park, Desaru Coast,
KidZania Singapore and Malaysia Truly
Asia Centre.
Property Quotient (PQ) recently
interviewed him to gain an insight
on themed attractions investment
opportunities in Malaysia.
PQ: Can you briefly tell us about
Themed Attractions and Resorts
vision and mission? How does it
help Malaysia to grow in attracting
tourism to Malaysia?
TDAB: Themed Attractions and Resorts
as a company was conceptualised with
the vision to be a catalyst in the leisure
and tourism industry while setting new
benchmarks by bringing world class
international brands to Malaysia and the
region, and developing our own homegrown tourism products and introducing
them to the world.
We look at the long term economic
development of Malaysia’s Leisure &
Tourism industry to deliver a rippling
effect across all other sectors such as

Our Legoland operation in Malaysia,
through the establishment of
LEGOLAND® Malaysia Resort, brings
together a LEGOLAND Park, Water
Park and Hotel in one LEGO® themed
location. It is an ideal family holiday
destination with more than 70 handson rides, slides, shows and attractions
offering adventure, education and fun
for action-packed day trips or short
breaks. The LEGOLAND Malaysia Resort
is specifically designed for families with
children aged between 2 to 12 years old.
The LEGOLAND Malaysia Resort is the
first of its kind in Asia and the largest in
the world.
Puteri Harbour Family Theme Park is the
destination choice for families wanting
to enjoy a unique themed experience,
charming visitors with popular global
characters from its 3 exciting attractions,
LAT’s Place, SANRIO HELLO KITTY
TOWN and The Little Big Club. These
three leading international attractions
are already transforming the tourism
landscape of Johor, Malaysia’s southern
state. Plans are also in the pipeline to
further develop Johor’s position as a
premier tourism destination with more
projects to open in the near future. We
are already committed to develop themed
attractions at Desaru Coast which will
triangulate our tourism attractions for
the southern part of Malaysia.
With regards to KidZania Kuala Lumpur,
one of its key strengths is that it is the
first indoor family edutainment centre
for children. Unlike a regular theme
park, KidZania has no rides or arcade
games. Instead there are over ninety
activities based on the various roleplaying occupations designed to aid in
the development of a child, be it in the
form of creative and thinking skills, or
social skills development. This theme
attraction will then complement the
existing tourism products in Klang Valley.
The diversity of our projects cohesively
delivers choices for family themed
vacations and broadens the opportunities
for longer tourism stay in Malaysia.
PQ: Are there more future projects
(theme parks) in the pipeline?
TDAB: We had a very busy year, working
as a team to meet our target opening
dates and by the end of 2012, we have
successfully opened 4 themed parks:
KidZania Kuala Lumpur in February,
LEGOLAND Malaysia in September
and Puteri Harbour Family Theme Park
comprising SANRIO Hello Kitty Town and

Y.M. Dato’ Ahmad Burhanuddin
Managing Director,
Themed Attractions and Resorts Sdn Bhd

the Little Big Club in December.

We also launched our first local
Intellectual Property (IP), LAT’s Place
themed restaurant in February this
year, a landmark achievement to our
commitment to develop home-grown
local IP. The opening of LAT’s Place
marked the arrival of a truly homegrown brand which we are confident
will become an international must-see
themed attraction, alongside the other
international and global brands that we
have.
There are several projects in the
pipeline, such as our Legoland Water
Park scheduled to open in October of
this year and Legoland Hotel targeted to
open early 2014. We are also designing,
building and will be operating the new
themed attractions at the Desaru Coast,
comprising two water theme parks,
Ocean Quest – an experiential and
immersive marine theme park, and
Ocean Splash – a water theme park
featuring the largest salt water wave
pool in Asia.
PQ: What are the challenges or
obstacles that are need to be
overcome to create or build a theme
park as there are not many theme
parks in Malaysia compared with
other countries?
TDAB: Themed Attractions takes a
long term view of its commercial and
social obligations for its sustainable
business. As we are a fabric of the
community within the market place that
we serve, we look at our contribution
in building a sustainable and social
inclusive environment. Thus, we work
at transforming the challenges into
opportunities that will help sustain our
socio-economic requirements.
			

(continued next page)
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(from previous page)
One would say that our nation is relatively
new to theme park business compared
to other developed markets. I would say
that our timeliness in developing the
theme park sector now only translates
into shorter gestation period for us to
deepen our learning process as well as
allow us to analyse the most appropriate
tourism products to grow in our market.
Our collaboration with international
theme attraction brands such as
Legoland, SANRIO Hello Kitty, Little Big
Club and KidZania, has also allows us to
also look at opportunities to develop our
own Intellectual Property such as Lat’s
Place, MTAC and Desaru Attractions.
We a l s o r e c o g n i ze t h a t t a l e n t
development is key in sustaining the
development of the country’s Leisure
and Tourism industry. Clearly as in most
industries, talent pipeline is always
a constant challenge. Therefore, the
accessibility to skilled work force is
limited and developing a pool of talent
attuned to themed park business and its
culture requires time and investment.
Our projects has opened the door to
job creation as well as up-skilling and
international work exposure.
To date, we have created 1,500 jobs
across our projects. We are also investing
in training of our people to ensure we have
the best-in-class service and expertise
to deliver quality tourism products and
customer experience. We leveraged
on our international brand franchise
to provide the international training
and help develop job specialization for
example in areas such marine life science
research and conservation study.
As you can see, our commitment in
the leisure and tourism industry has
to be able to bring quality and value
to the socio-economic benefits to our
community.

One of the many activities at KidZania Kuala Lumpur

PQ: As a conclusion, in your opinion,
what measures or initiatives could
be implemented by the government
and the private sectors alike to boost
the tourism industry in Malaysia?
And what is the outlook for Themed
Attractions and Resort for the near
future?
TDAB: I think what is important to note
here is that over the decades, and across
many markets, tourism has experienced
continued growth to become one of the
fastest growing economic sectors in
the world. According to World Tourism
Organisation, the business volume of
tourism today equals or even surpasses
that of oil exports, food products or
automobiles.
Tourism has become one of the major
players in international commerce, and
represents at the same time one of the
main income sources for many developed
and developing countries. This growth
goes hand in hand with an increasing
diversification and competition among
destinations.
Another point to note is that tourism
has strong linkages with and impacts
on most other economic activities. For

Famous international characters at Little Big Club located in Puteri Harbour Family Theme Park, Johor

example, retail, manufacturing and
agriculture are some of the sectors that
enjoy the spill-over benefits of tourism.
These dynamics have turned tourism
into a key driver for socio-economic
progress, thus producing economic
and employment benefits in many
related sectors - from construction to
transportation or telecommunications.
Therefore there is a growing need to
forge partnerships between public and
private sectors to maximise the country’s
tourism potential. By deepening the
diversification among destinations,
Malaysia as a nation can hone its unique
propositions with its rich natural and
cultural assets.
Such anticipation was already penned
down by the Government of Malaysia.
Themed Attractions and Resorts was
established, and was tasked with
the catalytic role to contribute to the
government’s economic master plan
through leisure and tourism sector.
The plan recognises the importance of
tourism as an economic contributor and
Themed Attractions identified tourism
contents that will elevate our tourism
propositions in the region.
Whilst we are gearing up on our market
share, we also need to understand how
best to complement existing destinations
in Malaysia as well as the region. The
appeal of our theme parks remains
positive with existing theme parks
receiving an overwhelming response,
showcasing growing demand by
travellers both local and abroad.
We will continue to look at tourism content
and products that will complement and
deepen our destination’s diversification.
Our aim is to contribute to the country’s
economic well-being which depends
on the quality and the revenues of the
tourism offer.
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Figure 3: Types of New Launches Property (2H’12 - 2H’13)
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Local buyers are still dominating the
residential market with the purpose of
self-dwelling according to the property
industry survey 1H 2013 conducted
by REHDA. This survey is based on a
sample size of 150 REHDA members
from Peninsular Malaysia.

Affordability has been a recent hot
topic where the survey shows that half
of the new launches are preferably
priced between RM500,000 to
RM1,500,000 which implies that these
are high-end residential units which
provide lifestyle and unique features.

49% of the developers that participated
in the survey reported that the overall
cost of doing business have increased by
5-10% in 1H 2013. With the reduction
of subsidies on petrol and diesel, it is
foreseen that the cost of doing business
will increase in near future.

The survey was recently presented by
REHDA President Datuk Seri Michael Yam
and REHDA National Treasurer/ Chairman
of Public Relation, Communications and
Publication Committee, Datuk NK Tong.

At the same time, the residential units
that are launched with selling price
below RM500,000 has decreased
from 49% to 42% in 2H 2013.

62% of the respondent had faced issues
in obtaining end-finance whereas 8% is
dealing with bridging financing. The main
reason that contributes towards end
financing issue is tighter requirement.
With the enforcement of BNM new
guidelines in July 2013, it is estimated
that the tighter requirement will affect
the property market in short term.

As shown in the Figure 3, the number
of units expected to be launched
in the 2H 2013 has risen whereby
87% are residential properties while
13% are commercial properties.

Well, who are these people that the
developer is targeting to sell to? 95%
of the target group will be local buyers
according to the survey. The key players
of the industry are of the opinion that local
buyers are still dominating the market.

Based on Figure 4, the trends of new
launches have shifted to stratified
properties since 1H 2011. It is observed
that developers are keen to develop
and launch stratified properties in
recent years. Based on the survey,
these new launches are mostly located
in Selangor, Kuala Lumpur & Johor.

More than 50% of the local buyers are
purchasing for self-dwelling purpose.
Foreign buyers who venture into
the Malaysian property market are
more inclined towards investment
purpose. The survey also reveals
that 41% of the homebuyers are first
time home owners in the 1H 2013.

Figure 4: Residential Units launched nationwide
65%

68%
61%

62%
58%
53%

47%
38%

35%

Landed

39%

42%

32%

1H 2012

2H 2011

2H 2012

A slight majority of respondents have a
positive view on the implementation of
the Revised Strata Title Act and Strata
Management Act. These amended
regulations have a significant impact on
the management of both vertical and
horizontal stratified building.
On a separate note, more than 60% of
the respondents shared a negative view
on the enforcement of Build-Then-Sell
System in the year of 2015.
At the end of general survey, half of the
respondents agreed that the overall
outlook of the property market might
remain unchanged or slightly weakened
in 2H 2013 and 1H 2014.

Strata

1H 2011

34% of the respondent reports that
they are facing bridging finance issue
whereby 60% are unable to obtain loans
due to more documentations needed
and bank capping loans.

1H 2013
2H 2013

Source: REHDA’S Property Industry Survey
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MITSUI-MAHB
JOINTLY DEVELOP
LARGEST FACTORY
OUTLET PARK
IN SEA
by YK Heng
A tie between Malaysia Airport Holdings Berhad and Mitsui Fudosan by Malaysia Property Incorporated back in Dec 2012 has
resulted in the development of the largest factory outlet project in Southeast Asia.
The project, which is identified as ‘Mitsui Outlet Park KL International Airport will be developed by a joint venture company
between two parties known as MFMA Development Sdn. Bhd., of which Mitsui will own 70% and MAHB will own 30%.
The development of the factory outlet park is scheduled to take place in 2 phases. Phase 1 comprises of a shop area which covers
25,000 sq meters and estimated to house approximately 140 shops. Phase 2 of the project will include another 46,300 sq meters
of shop area which houses around 260 shops. Construction of phase 1 is scheduled to commence in autumn 2013 and the Outlet
Park will start its operation in early 2015.
The development is the first major joint venture project in Southeast Asia for Mitsui, whereby the outlet will comprise of a wide
variety of business categories centered on luxurious brands. It is believed that the project will be very well-received during its
operation in 2015 as 45 million visitors are expected with the opening of KLIA 2.

SULTAN BACKS
COUNTRY
GARDEN’S
BIG WATERFRONT
PROJECT
by YK Heng
Johor Ruler, Sultan Ibrahim ibni Almarhum Sultan Iskandar believes that Country Garden’s mega project in Danga Bay will bring
investors fruitful returns. He also assured the crowds that implementation of the project will be smooth given the expertise and
ability of the company’s employees.
The Danga Bay project is the first overseas project for Country Garden Holdings Ltd. The project will include 9,000 condominium
units and commercial development with a GDV of RM 18 million. The average selling price of the project is set at RM 720.00 psf,
which is within the current market rate, which is between RM 700 to RM 1,000 psf.
As of early September this year, it was reported that 6,000 of the 9,000 units have been booked. Such a high take-up rate was
driven by strong demand from both local buyers and foreign investors, mostly from mainland China who accounting for 25% of
the sales as of 2 September 2013.
On a separate note, the Sultan also encourages more foreigners to invest in property development in Johor as it encourages more
the state’s economic activities and provides more job opportunities for locals.

POLICY

PARAMETERS FOR
PROPERTY
ACQUISITIONS IN
MALAYSIA BY
FOREIGN ENTITY
by Shamsul Qamar
As most Malaysians are clamoring for
government intervention to curb the
escalating properties values especially in
the cities, the coming of the bandwagon
of investors to spread their property
investment in Malaysia remain inevitable.
Realizing the fact that the global economy
is yet to recover, Malaysian government
has introduced various incentives to
foreign investors through its property
development projects for instance the
recent Tun Razak Exchange worth RM26
billion which is scheduled for completion
in 2016. Having said that, changes of
laws and guidelines have been taking
place to address the issue of concern
without jeopardizing the room for
foreign entity to own properties.
The acquisition of property by foreign
entity is governed mainly by Economic
Planning Unit (EPU) Guideline on
Acquisition of property by Local and
Foreign Interest (“Guideline”) which is
effective from 1 January 2011.
Under the Guideline, foreign interest
means any interest, associated group
of interest or parties acting in concert,
which comprises;
(a)Individual who is not Malaysia
citizens; and/or
(b)Individual who is a Permanent
Resident and/or;
(c)Foreign company or institution and/
or;
(d)Local company or local institution
whereby the parties as stated in item (a)
and/ or (b) and/or (c) hold more than
50% of the voting rights in the company
or institution.
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At present, unless exempted by the
guideline, every foreign entity that
wishes to purchase property in Malaysia
shall obtain prior consent from Economic
Planning Unit (EPU), Prime Minister
Department. This role has been taken
over from the Foreign Investment
Committee (FIC), which was abolished
in 2009.
Subject to restrictions, a non- Malaysian
citizen can buy any type of property in
Malaysia including but not limited to
landed type of property and high-rise
condominium. They are allowed under
the law of Malaysia to own property
either residential or commercial having
their name or company on the title
except for the following categories;
(a)Property valued less than minimum
purchase price as prescribed under the
State Land Rules which vary from State
to State;
(b)Residential units under the category
of low-medium cost as prescribed by the
State Authority.
(c)Property built on Malay Reserved
Land;
(d)Properties allocated to Bumiputera
interest in any property development as
determined by State Authority.
The Guideline also spelt out very clearly
on the division of transaction that trigger

Mr Shamsul Qamar Abd Rani
Partner
Messrs Wajdi Mohamad, Shamsul & Co

EPU consent as follows;
(a)Direct acquisition of property valued
at RM20 million and above, resulting in
the dilution in the ownership of property
held by Bumiputera interest and/or
government agency; and
(b)Indirect acquisition of property
by other than Bumiputera interest
through acquisition of shares, resulting
in a change of control of the company
owned by Bumiputera interest and/or
government agencies , having property
more than 50% of its total assets , and
the property is valued more than RM20
million.
			

(continued next page)

POLICY
(from previous page)
It also sets out the conditions for the
acquisition of property, which are subject
to equity, and paid-up capital conditions
as follows;
(i)Equity Condition – companies to
own at least 30% Bumiputera interest
shareholding
(ii)Paid-Up Capital Conditions – for local
interest to have at least RM100,000.00
paid up capital and for foreign interest
to have at least RM250,000.00 paid up
capital.
Under the Guideline, acquisition of
residential units by any foreign entity
valued at RM500,000.00 and above do
not require the approval from EPU but
must be referred to the State Authority
for approval.
Other acquisitions of property by foreign
interest that do not require EPU approval
but falls under the purview of the
relevant ministries and/or Government
Department include;
(a)Acquisition of commercial unit valued
at RM500, 000.00 and above;

“

Acquisition of
residential units
valued at RM
500,000.00 & above
must referred to
the State Authority
for approval

(b)Acquisition of agricultural land valued
at RM500, 000.00 and above and at least
five (5) acres in area for the following
purposes;
(i) to undertake agricultural activities
on a commercial scale using modern or
high technology ; or
(ii) to undertake agro-tourism projects;
or
(iii) to undertake agricultural or agro
based industrial activities for the
production of goods for export
(c)Acquisition of industrial land valued at
RM500,000.00 ;
(d)Transfer of property to a foreigner
based on family ties is only allowed
among immediate family members.
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It is also worth to highlight briefly in
this article on the Malaysia My Second
Home Program (MM2H). This is one of
the very successful incentives launched
by Malaysian government to promote
Malaysia as a home of choice for
foreigners who are looking for a place
to settle down after retirement. MM2H
allows non-citizens to stay on a social
visit pass with multiple entry visa. The
social visit pass is essentially for 10 years
(depending on the validity of applicant
passport) and is renewable.
The advantages under MM2H are inter
alia, to purchase a number of residential
units (except for low cost and medium
cost units) subject to minimum rates
established by the different states
without need for EPU approval. The
procedures to purchase a property under
MM2H is more or less the same with the
standard procedure except the applicant
must obtain a letter from Ministry of
Tourism certifying that he/she is the
participant of MM2H.
The writer is the partner in charge of property and Islamic
finance team at a law firm based in Kuala Lumpur, Malaysia.
This article does not constitute legal advice. The writer shall
not be liable to any reader who suffers losses as a result of
relying on this article. Any queries pertaining to the article
can be addressed to shamsul.q@gmail.com or his twitter account @shundecarta.

Famous international characters at Little Big Club located in Puteri Harbour Family Theme Park, Johor
Foreigners are not allowed to acquire agricultural land in Malaysia unless purposes of acquisition fall under the 3 categories as stipulated in EPU Guidelines.
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Total Rooms Supply (Existing & Future) & Occupancy rate by Selected States, 4Q 2010
- 2Q 2013P

OCCUPANCY RATES
MAINTAINED DESPITE
RISING ROOM SUPPLIES
IN SELANGOR AND PENANG

4Q 2010
Occp.
rate

Rooms
Kuala Lumpur

Selangor

Johor

Source: NAPIC & MPI Research

Penang

Existing Supply

31,494

Future Supply

16,265

Existing Supply

13,687

Future Supply

3,400

Existing Supply

16,895

Future Supply

7,079

Existing Supply

13,631

Future Supply

2,473

4Q 2011
Rooms

Occp.
rate

31,893
70.0%

62.3%

3,613
13,903

17,379

68.2%

14,232
3,354

Occp.
rate

3,015
14,145

51.0%

20,541

64.2%

16,649

60.4%

3,375
14,288

68.3%

692
51.7%

7,872
59.7%

Occp.
rate

Rooms
32,523

71.3%

692

7,079
50.8%

Rooms
32,731

69.7%

574
59.1%

2Q 2013 P

4Q 2012

21,066

33.5%

8,061
52.3%

3,473

14,721

53.6%

3,772

Source: NAPIC

Note: P = Preliminary Data
Occp. rate = Occupancy rate
Legend:
Existing Supply (No. of rooms) LHS
Future Supply (No. of rooms) LHS

Occupancy rate (%) RHS
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LOOKING FOR

INVESTMENT
Source: MPI Research

Request

Malaysia Property Incorporated (MPI) receives foreign investor
queries on an ongoing basis. For any parties interested to pursue
these investment requirements, please contact the MPI team at
research@malaysiapropertyinc.com

Client

Requirement

Location

Landbank

Japan

40,000 sq meter of land for chemical
factory development

Industrial Park in Selangor,
Penang, Kedah

Factory Space

China

50,000 sq feet of factory space for
lubricant oil production

ECER in Kuantan, Johor, Perak

3Q 2013

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

Scan this code with your Phone
and download MPI App for FREE

Appstore

Google Play

Disclamer: This report contains information that is publicly-available and has been relied on by Malaysia Property Incorporated on the basis that it is accurate and
complete. MPI is not liable if the case proves to be otherwise. No warranty or representation, express or implied, is made to the accuracy or completeness of the
information contained herein, and the same is submitted subject to errors, omissions, change of price, rental or other conditions, withdrawal without notice, and
to any special listing conditions imposed.

