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What’s going on here?
As the property market is ﬁnally recovering from a two-year
disruption in the form of a pandemic, the industry players are
now faced with the latest challenge of rising raw material prices.

What does this mean?
The cost of construction typically forms 50% - 55% of a developer’s
total gross development value. With an expected 19% rise in
construction cost this year, passing on 100% of the cost increase
to buyers means that the selling price will rise by 9% - 11%.
In light of the current market situation, developers will likely absorb
some of the cost increase and pass on only a portion of it to buyers
to mitigate the margin compression. While there is minimal impact
for already ongoing projects, the margin erosion for new projects
could be as high as 10% - 20%.

Why should I care?
Since the raw material cost largely depends on the duration of
the Russia-Ukraine war and the severity of lockdowns in China,
developers will need to price products at a level where they
can move forward with the project and at the same time, still
stay aﬀordable for the consumer.
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What’s going on here?
The latest aggressive interest-rate hike in the United States will
likely put Bank Negara (BNM) in a dilemma, where the central
bank has to choose between saving the economy or risking an
increased outﬂow of funds that could further weaken the ringgit.

What does this mean?
Due to a 40-year high inﬂation in the US, the Fed aggressively
raised its rate by 75 basis points (bps) in June following a 50-bps
hike in May. It is typically expected that BNM would maintain a
certain level of interest rate diﬀerential since a narrow diﬀerential
will incentivise investors to cash out from Malaysia and park their
fund in US assets. In general, while economists diﬀer on how fast
the overnight policy rate (OPR) would be raised, they largely concur
that BNM is highly unlikely to maintain its policy rate at the
current 2%. The concern is that a higher rate and tighter monetary
policy will potentially hold back consumption, investment and
economic growth.

Why should I care?
Despite the challenges ahead, Ambank analyst expects Malaysia’s
economy to grow by 5.6% this year, supported by external trade,
ﬁrm commodity prices, domestic demand, foreign direct investments
and wealth eﬀects from a positive portfolio environment.
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What’s going on here?
Oﬀshore purchases of Malaysian residential properties are
expected to return to pre-Covid levels within the next 18 months,
or by the end of 2023, according to a Juwai IQI survey of nearly
350 real estate agents across the country.

What does this mean?
According to the Q3 2021 Juwai IQI Property Survey & Index,
foreign buyers accounted for 10% - 15% of new and second-hand
property transactions in Malaysia's largest cities. The CEO stated
that the Malaysian housing market remains appealing to buyers
from all over Asia, particularly China, due to relatively low prices
and high quality of life. Chinese buyers’ demand for Malaysian
homes is currently about one-third of the pre-pandemic level,
but has begun to rise again as the border restrictions relaxed.
There is already a similar increase in property market activity
observed from Singaporean-based buyers.

Why should I care?
Malaysia’s residential properties are attractive to foreigners for
factors including great potential for price and rental appreciation,
the revised MM2H programme and Malaysia’s education institution.
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