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REAL ESTATE |

China’s
housing
crackdown
nod to Xi’s
new priority

AFTER a years-long campaign to
tame property prices, China is up-
ping the ante to break a stubborn
cycle of gains that’'s made homes in-
creasingly unaffordable.

In recent days, China jacked up
mortgage rates in a major city,
vowed to accelerate the development
of government subsidised rental
housing, and moved to increase scru-
tiny on everything from financing of
developers and newly-listed home
prices to title transfers. Echoing Pres-
ident Xi Jinping’s famous words that
“housing is for living in and not for
speculation”, Vice-Premier Han
Zheng added that the sector
shouldn’t be used as a short-term
tool to stimulate the economy.

The intensified focus on real es-
tate—an industry that was already un-
der the scanner — mirrors broader
crackdowns on businesses such as
education that are seen as widening
social inequities. As China’s eco-
nomy slows and President Xi tries to
increase the nation’s birth rate, the
policies underscore the Communist
Party’s growing resolve to respond to
mounting dissatisfaction with
hoarded wealth and narrowing aven-
ues for advancement.

While China has spent years try-
ing to cool property prices, analysts
say this round of crackdowns will be
different. One clear signal came in
Vice-Premier Han’s comments on
steering away from using real estate
to provide short-term boosts for the
economy.

“In the past, Beijing has consist-
ently used the property sector to sta-
bilise overall growth,” Nomura ana-
lysts wrote in a research note, adding
that they expect Beijing to change its
playbook. Policymakers won’t lift
property restrictions this time partly
due to concerns about a systemic fin-
ancial crisis, the analysts wrote.

Another signal came from the un-
usually large number of government
entities that vowed recently to
strengthen measures on everything
from project development and home
sales, to rental and property manage-
ment services. Eight policy bodies
said in a joint statement that they
would step up penalties for miscon-
duct. In the line of fire will be de-
velopers that default on debt repay-
ments, delay deliveries on pre-sold
homes or elicit negative news or mar-
ket concerns.

Local bureaucrats’ careers are on
the line. Officials in cities that lack
sufficient regulations and experience
rapid price spikes will be held ac-
countable, Zhang Qiguang, an official
for the Ministry of Housing and
Urban-Rural Development said on
July 22.

On Monday, commentary from
state-media Xinhua urged govern-
ments across the nation to keep
home prices at a reasonable level and
make it an urgent task. Investors
have responded by selling property
stocks, with the recent stream of
news piling pressure on developers
that were already being pressed to de-
leverage and meet China’s “three red
lines” on debt metrics.

China Chengxin International
Credit Rating revised its outlook for
the country’s real estate sector to neg-
ative from stable on Monday, citing
concerns about policy tightening and
weakened investor confidence.

“Owning property is one of the
key ways in which income inequality
has worsened in China so the clamp
down will come and will be severe,”
said Alicia Garcia Herrero, the Hong
Kong-based chief economist for Asia-
Pacific at Natixis. The cost of mort-
gages will increase, particularly for
those with multiple homes, as will
things like property taxes, she estim-
ated.

The Chinese government needs to
maintain a delicate balance. The real
estate sector accounts for 13 per cent
of the economy from just 5 per cent
in 1995, according to Marc Rubin-
stein, a former hedge fund manager
who now writes about finance.

Policy missteps could have unin-
tended consequences for the bank-
ing system. Chinese banks had over
50 trillion yuan (S$10 trillion) of out-
standing loans to the real estate sec-
tor, more than any other industry
and accounting for about 28 per cent
of the nation’s total lending.

Of those loans, about 35.7 trillion
yuan were mortgage loans to house-
holds and 12.4 trillion yuan were for
property development, according to
official data.

But all signs point to the govern-
ment’s determination to ensure so-
cial stability, even if it spells near-
term turmoil for capital markets. Just
in June, Guo Shugqing, chairman of
the China Banking and Insurance Reg-
ulatory Commission, warned against
betting that property prices will
never fall. BLOOMBERG

Singapore real
estate agencies

may consolidate
further: IREUS

Salespeople within the same agency still compete with
one another, helping to prevent oligopolistic manipulation
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THE Big Four real estate agencies in
Singapore — PropNex Realty, ERA Re-
alty Network, OrangeTee & Tie and
Huttons Asia — are likely to continue
attracting more salespersons, while
smaller players face higher attrition
rates and costs.

The industry could thus become
even more consolidated in the com-
ing years, said the Institute of Real Es-
tate and Urban Studies (IREUS) at the
National University of Singapore, in
its analysis of data from the Council
for Estate Agencies (CEA).

“This raises issues relating to con-
sumer interests and healthy competi-
tion amid a landscape that is starting
to resemble an oligopoly,” said IREUS
deputy director Lee Nai Jia.

He drew parallels between the es-
tate agency business model and on-
line-shopping portals: “Property sales-
persons are the analogues of e-com-
merce merchants using platforms to
connect to buyers.”

Agents are also extremely mobile
and therefore drawn to agencies with
strong ecosystems and networks.
Housing nearly 80 per cent of the in-
dustry sales force, the Big Four enjoy
wide-ranging outreach and can at-
tract a substantial number of buyers,
sellers and eyeballs for marketing
events, Dr Lee noted. They also have
considerably more resources to im-
plement digital transformations.

PropNex, ERA, OrangeTee & Tie

and Huttons are expected to keep
competing aggressively for salesper-
sons to strengthen their market-lead-
ing positions, he added. They may in-
vest more in tech and digitalisation,
help agents leverage social media and
regional markets, and provide train-
ing and market intelligence.

Moreover, the top four could also
continue to grow in numbers via mer-
gers and collaborations. “Medium-
sized agencies that are facing rising
costs and attrition of agents will come
under pressure to either join the lar-
ger agencies or pivot to a boutique
model targeting sub-segments by loc-
ation or type,” Dr Lee noted.

That being said, such consolida-
tion has had limited impact on home-
buyers, sellers, tenants and landlords
in the private residential market. This
could be because salespeople within
the same agency still compete with
one another for the same clientele,
similar to merchants with listings on
the same e-commerce platform.

“Micro-level competition among
salespersons is expected to keep com-
mission rates competitive, and con-
sumer interest is thus protected from
any manipulation that an oligopoly
may attempt,” Dr Lee noted.

He foresees the top two estate
agencies, PropNex and ERA, staying
in the lead, given their ample re-
sources to retain existing salesper-
sons and attract new entrants. On the
other hand, medium-sized players
with 100-500 agents could face in-
creasing pressure to invest, in order
to bolster their numbers.

Joining forces

Number of salespersons at Singapore’s biggest property agencies as at Jan 1 of each year

2012 2013 2014 2015 2016 2017 @ 2018 2019 | 2020 2021
PropNex Realty 3,919 4,438 | 5151 5,357 | 5,506 5,560 6,684 @ 7,400 8,324 | 8,918
ERA Realty Network 4,613 4,874 | 5138 5,707 | 5947 5,885 | 5882 | 6,490 6,967 | 7,771
OrangeTee & Tie 2,362 2,414 | 1,978 1,850 | 2,348 | 2,343 | 3,898 | 4,056 | 4,218 4,122
Huttons Asia 2,162 2,623 | 3,199 3,179 | 2,852 | 2,919 3,207 K 3,067 @ 2,945 | 3,210
SRI 591 854 1,004
KF Property Network 586 | 1,027 928 792 621 765 689 632 470 407
Savills Residential 869 895 766 738 700 732 543 672 729
HSR International 1,971 | 1,707 | 1,372 | 1,056 578 478 377
Global Alliance Property 493 557 644 466 666 709 457
Edmund Tie & Company 1,982 | 2,048 | 1,934 1,835 | 1,387 | 1,152
Property Network
Dennis Wee Group 1,946 1,415 1,321 1,331 1,186 @ 1,005

Source: Council for Estate Agencies, Cushman & Wakefield, PhillipCapital, Frost & Sullivan

The top two agencies grew steadily while medium-sized firms' sales teams dwindled
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Going by CEA data, there has been
a steady trend of fewer industry play-
ers grabbing bigger slices of a grow-
ing pie in recent years.

The number of agencies declined
for a fifth straight year in 2020, falling
to 1,164 as compared with 1,369 as at
Jan 1, 2016. In contrast, the total num-
ber of salespersons rose to 30,399
last year, from 28,397 at Jan 1, 2017.

PropNex, ERA, OrangeTee & Tie
and Huttons collectively have more
than 24,000 salespersons, or 79 per
cent of the entire pool of agents as at
Jan 1, 2021. That is a “tremendous
jump” in their share of the industry
headcount since the start of 2012,
when the four accounted for 43 per
cent in a more fragmented landscape,
Dr Lee said. Back then, there were
also three other prominent agencies,
each with almost 2,000 salespersons.

When the private housing market
subsequently slowed in 2014-2017, a
corresponding fall in headcount was
seen at many smaller agencies. To
stem the outflow of agents, some me-
dium-sized firms merged with the Big
Four, Dr Lee noted. This was because
a dwindling sales force would erode
an agency’s economies of scale and
competitive advantage, which would
exacerbate the situation, he added.

In 2017, PropNex absorbed Dennis
Wee Group, forming the largest real
estate agency here, while OrangeTee
merged with Edmund Tie & Company
Property Network and became the
third-biggest player.

Some 280-290 CBRE Realty Associ-
ates agents focused on residential
transactions moved to ERA in 2018
under a “strategic collaboration”. And

in September 2020, Savills Singa-
pore’s associates arm, Savills Residen-
tial, merged with Huttons.

The Big Four went on to grow their
sales teams further last year, helped
by the buoyant property market that
enticed more individuals to dip their
toes in the sector.

However, “in a stunning display of
divergence”, the sixth to 10th biggest
agencies lost about half of their total
salespeople year on year as at Jan 1,
2021, Dr Lee noted.

The exception was SRI, the fifth
largest agency, as its headcount
surged to 1,004 as at Jan 1, 2021,
from 591 as at Jan 1, 2019. Such a sig-
nificant increase may occur when one
of the large divisions within an
agency decides to join a medium-
sized outfit or form their own inde-
pendent companies, Dr Lee said.

FOR SALE BY TENDER: 4.78 ACRES FRINGE CITY RESIDENTIAL SITE

HEART OF FUTURE GREATER SOUTHERN WATERFRONT

Please contact
Savills Investment
Sales & Capital Markets

+65 9633 2842

CEA Reg No. RO03898B

Pasir Panjang
MRT
[ .'_.

]

312,247 sq ft

» Address: 18 - 22 Yew Siang Road, Flynn Park
* Site Area: Approx. 19,365 sg m / 208,443 sq ft
» Max Allowable GFA (including 7% balconies): Approx. 29,008.7 sqgm /

* Master Plan 2019: “Residential”, GPR 1.4
* Max Building Height: 5-storeys

* In the heart of Singapore’s next upcoming transformation - Greater
Southern Waterfront

» Low density living close to nature and parks, enjoys sea views

* Approx. 350m to Pasir Panjang MRT Station - 1 stop to MapleTree
Business City, 3 stops to VivoCity, 3 stops to One-North

« FREEHOLD ELEVATED PLOT WITH SEA VIEWS

For Sale via Tender

Closing Date: 9 September 2021, Thursday, 3pm

JEREMY LAKE GALVEN TAN SOPHIALIM
+65 9799 4898

CEA Reg No. ROO3901F

CEA Reg No. RO56087E

+65 9878 2372

CEA Reg No. R062367B

DAYNA ANG
+65 9090 8117

EA Licence No.
L3009688B

savills

Holland Village MRT station
« Wide frontage of approx. 24 metres

« Potential for subdivision, subject to relevant
authorities’ approval

For enquiries and viewing, please contact:

Choo Wei Siong 9781 9557

CEA R053701F

FREEHOLD DETACHED HOUSE
NEAR HOLLAND VILLAGE FORSALE #®

» Land Area — 508.9 sq m / approx. 5,478 sq ft
« Master Plan 2019 — “Residential” with plot ratio 1.4
« Approx. 200 metres from Holland Village and

TENDER CLOSING IS ON 11 AUG 2021, WED AT 3PM

lan Loh 8838 3288

CEA R027865G

P9 Knight

Frank

KnightFrank.com.sg

Agency Licence No: L3005536J

5-STOREY FACTORY FOR SALE

- Land Area: Approx. 18,000 sf
« GFA: Approx. 50,000 sf

« No land rent payable !
- With Basement Carpark
- Mins Walk to MRT

- Tenure: 60 years wef 25/9/1993 (balance 32 years)

- Ample amenities and supporting industries

(L3009752H)
(R002319E)

Property|

www.propertybank.com.sg
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e Off Market D.10 Pr|me Freehold Super Luxury Apartments Block Sale

e Off Market CDB Fringe Freehold Residential Block Sale

e D.10 Majority Stake in Freehold Commercial with High Redevelopment Potential
e Off Market Core CBD Grade A Office Block with AEI Potential

e Off Market Newly Refurbished Core CBD FH/LH Office Block Sale

e Core CBD FH Strata Office Floors/Units with Lap pool/ Sky Garden

e Off Market Logistic Centres & Warehouses at < 5% Net Yield

e Off Market Freehold B1 Modern Building Ideal as HQ /Logistics/Data Centre

Simon Sim (Director/KEO) (CEA Regn. No.R028821J)

Mobile: +65 9382 4866 | Email: sSimonsim@ipg.com.sg
International Property Group Pte Ltd (CEA Estate Agent Licence No. L3009269F)
8 Marina View, #43-01, Asia Square Tower 1, Singapore 018960

Past performance is not necessarily indicative of future performance, even if the same strategies are adopted
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GRAEME BOLIN
Salesperson Reg No. R0606231
9004 3821

Agency License No. L3002163I

Edith h Tay 19363 2233
N&¢ TUAS AVE 2: DETACHED FACTORY FOR SALE

¢ Land Area: 84,997 sf
¢ Gross Floor Area: 61,117 sf

{| ¢ High Ceiling:6mto7.5m

. ¢ Power: 3000 kVa

o Balance Lease: 20 years

== ¢ Excellentlocation - mins walk to Gul Circle and Tuas Crescent MRT Stations
= ¢ Suitable for pharmaceutical, chemical storage, logistics, high-tech

manufacturing, warehouse, oil & gas

CHERIE CHAN YAP JIA HUI
Salesperson Reg No. R050976D Salesperson Reg No. R060277B
9696 6513 9452 9635 ‘ B R E

2 ADJOINING PROPERTIES FOR SALE IN DO8

Coveted freehold tenure with 33-metre
wide frontage

Total site area: approx.8,092 sq ft
Total Floor Area: approx.18,362 sq ft

Zoned “Commercial” and “Civic &
Community Institution” respectively

under Little India Historic District
380 metre to Jalan Besar MRT station

_

For Sale by Tender, closing Wednesday,
4 August 2021, 3pm

Lee Joo Fee Tan Chun Ming

9115 2125 9877 3804

CEA reg no: R0O27974B CEA reg no: R029587Z

Edmund Tie & Company (SEA) Pte Ltd
CEA licence no: L3006301G

www.etcsea.com



