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We have had a good month or more to
monitor some sentiments after the cooling
measures were announced mid-December
2021, and the healthy numbers we have seen
thus far indicates the underlying demand for
existing supply. 
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So, is this the right time to take
the plunge if we have been
waiting on the side, or would the
decision be based on a fear of
missing out? Well, we usually
need to understand more about
your goals and needs to make
such a call, but let's track some
performances back in the past.
Decades ago in 1996-1998,
making a property purchase a
year or two after the 

Effects of cooling measures 

Source: The Business Times

Many buyers were unfazed by the latest cooling measures as demand from
Singaporeans and PRs owning their first property still remains high. Highest
proportion of sales, as we expected, fell within the $1.5 - 2mil range, although
we notice the $2 - 3mil range following closely in the second place. Based on
new price tags for launches this year, we foresee this range taking up a larger
proportion of units sold from this year.

Source: The Business Times

introduction of cooling measures did provide a better return than those
who bought right after the measures were announced. However, we have
since had numerous rounds of cooling measures which have stabilised the
property market much more such that property investors’ horizons have
become much longer, buyers are more prudent and less speculative. 
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Hence we saw in 2018 after cooling measures then were
implemented, there were two quarters of price declines
before they moved up quickly thereafter. We can see 
 the opportunity presented itself in the period of
uncertainty just after the cooling measures. The
situation now is also a little different as we look to the
years ahead where supply of new launches are not just
drastically lower than in the years after 2018, land bid
prices have also been making new highs with OCR bids
easily above the $1k psf mark.

As Singapore’s domestic
interest rates are largely
influenced by the Fed’s,
we have to be prepared in
the event of a hike in
interest rates, as it is
expected to move up
gradually. While banks
have been pricing in 
these expectations,
borrowers are not facing
the full impact yet.

Quarter on Quarter change from 2017
Source: URA 

Depending on your goals, you may decide to opt for a fixed or floating
rate. While we tend to lean toward fixed rates in expectation of
increased interest rates, floating rates may make sense for those looking
to sell their properties within 1-2 years or some who are expecting
significant amounts of funds to come in such as the sale of an asset or
concluding of a large business deal, as floating rates may include waivers
of penalty fees.
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Based on the supply shortages we have moving forward, higher land bid prices
and construction costs, coupled with most buyers being first time Singaporean
and PRs with a genuine need for their own-stay, we believe the property price
index is unlikely to be affected by the upcoming interest rate hikes, unless the
hikes are done abruptly and sharply in an unsustainable manner, which we
highly doubt.

Will rising interest rates be
detrimental to the property market
then? If we look back decades ago,
yes, prices were negatively
correlated with high interest rates
in 1998, but interestingly went up in
2006-2007 when interest rates went
up to 3%, contrary to what most
people think. 

In the long run, we feel the
added cooling measures do
indeed help stabilize the
market, allowing new
entrants -- younger
Singaporeans and PRs to
own their first property.
While the wealthy may be
unfazed by higher
transaction costs,
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in the short run, they may hold onto their existing property portfolio,
especially if they are freehold in nature, if the switch up to a new or different
property incurs too high of a transaction cost for them. Hence we notice
sellers in the freehold resale market, especially in the Core Central region,
being sticky about their prices, asking for prices above valuation, or deciding
to withdraw their sale, especially if the ownership is PR or foreign based.

Source: The Business times 
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Now, when we talk about tackling
inequality, it is important to note
that HDB resale prices have been
climbing for 19 months in a row,
which begs the question – aren’t
HDBs supposed to be public
housing, providing us with a roof
over our heads? How can the
government allow HDB prices to
run wild without any curbs?

We first have to note that this upward trend may not be sustainable in the
long run, and is more of an anomaly rather than a norm. Firstly, we are pretty
sure the main aim for HDBs is to keep them affordable for the mass market
and to fulfil the goal of property ownership in our nation, which is what we
are quite proud of too. Hence, a large supply has been introduced to cater to
the high demand. In fact for this year, 31,325 flats will be reaching their
Minimum Occupation Period (MOP), the highest number on record.

Kindest regards,
STL Properties

Bearing in mind a longer waiting time for BTO flats to be constructed, the
need for bigger space and new HDB flats transacted that may raise the
overall HDB resale price index, we note that once this MOP supply comes
into the market, prices are expected to normalize or face some
downward pressure in the following years.
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Whether the purchase process is due to a fear of missing out or a
genuine need, speak with us to understand abit more about
understanding the emotional aspect to real estate, and you can assess
whether this move is manageable after proper financial assessment,
risk mitigation and downside protection.

In the meantime, stay safe, and have a great February!














