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Singapore Property: Sector Update 

 
  

  WWeeddnneessddaayy,,  0033  MMaayy  22001177     

  
A turnaround in sight? 
 

 The latest 1Q2017 URA data showed that private residential property prices 
continued to decline (-0.4% q/q). However, beneath the lacklustre headline figure, 
other indicators appeared positive, which may signal that a turnaround is in sight. 

 Non-landed property prices have begun to stabilise while transaction volumes have 
picked up substantially. Looking ahead, the supply overhang should largely be 
cleared out with the number of unsold inventory falling to 5Y lows.  

 The resale market has already begun to recover, with SRX reporting a 5
th
 straight 

month of increase. Developers have also expressed their bullishness on the 
property market via competitive land bids. 

 We no longer expect property prices to continue dipping. Nevertheless, the impact 
may differ for different developers. Smaller developers with unsold developments 
are likely to benefit more while credit profiles may deteriorate in the short term for 
developers which are aggressively building landbank.  
 

Evidences of a rebound: 
 Non-landed prices stopped falling: 1Q2017 URA residential property price data (-

0.36% q/q) turned out to be slightly better than flash estimates (-0.51% q/q). While 
the overall index was dragged down by a sharp 1.8% fall in landed properties 
prices, prices of non-landed properties in RCR and OCR rose 0.3% and 0.1% 
respectively. 

 Clearing unsold supply with surge in transactions: Developer new sales surged 
to 2,962 units (excl ECs) in 1Q2017, the highest for a quarter since 3Q2013. With 
the latest 12 months (“LTM”) new sales reaching 9,515 units, the 15,930 unsold 
units in the pipeline appears very manageable at just 1.7x the LTM new sales. As 
such, developers may no longer need to cut prices to move units. The recent 
launches did well, including Grandeur Park Residences (sold 484 units out of 720) 
and Park Place Residences (sold 217 units out of 429). 

 Recovery already underway in the resale market: According to SRX, non-landed 
private home resale prices continued to rise for the 5

th
 consecutive month in March, 

with prices 3.3% higher than Oct 2016 lows. The increase in prices was broad-
based across all market segments (CCR, RCR, OCR). 

 Keen bids for land sales: We anticipated developers to replenish their landbank, 
but the SGD265mn land bid (SGD939 psf) for Toh Tuck site last month was 
surprising as the market had forecasted the winning bid at below SGD200mn.  

 Improving vacancy rates: While rental rates continued to soften (-0.9% q/q), 
vacancy rates have fallen by 30bp to 8.1%.  

 
Impact on developers and recommendation: 

 For the developers under our coverage, we think the impact on the credit profile 
may be limited for the larger diversified developers (e.g. CapitaLand, City 
Developments, Frasers Centrepoint). They are increasing their overseas exposure 
and/or building a portfolio of investment properties for recurring income. 

 The beneficiaries from a rising residential property market may be the smaller 
developers, for example Chip Eng Seng and Wing Tai Holdings as they moved 
more unsold units at Fulcrum and The Crest respectively. However, Hong Fok Corp 
has not benefited with units still remaining unsold at Concourse Skyline. 

 GuocoLand also moved more units in Sims Urban Oasis. However, the credit profile 
of GuocoLand has deteriorated due to capital outlay from land parcel purchase at 
Martin Place (SGD595.1mn), in addition to the purchase of land plots in Chengdu 
(SGD557mn) and subscription of a 27% stake in Eco World (SGD245mn). 

 Recommendation: On the back of a recovering property market and on valuations, 
we are Overweight on WINGTAI ‘22s, ‘23s and 24s, as well as CHIPEN ‘21s. 
Amongst the larger developers, investors may consider FCLSP ‘19s and ‘22s. 
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Figure 1: URA Price Index fell in latest quarter due to landed segment 

    
Source: URA, OCBC 
 
 

Figure 2: Non-landed prices have stabilized in CCR, OCR, RCR during latest quarter 

    
Source: URA, OCBC 
 
 

Figure 3: New home sales have picked up substantially 

    
Source: URA, OCBC 
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Figure 4: Unsold private residential units have come down significantly 

    
Source: URA, OCBC 
 
 

Figure 5: Non-landed private resale prices have rebounded Oct 2016 

    
Source: SRX, OCBC 

 
 
Figure 6: Rental rates continue to fall though vacancy rates began to decline 

    
Source: URA, OCBC 
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This publication is solely for information purposes only and may not be published, circulated, reproduced or distributed in 

whole or in part to any other person without our prior written consent. This publication should not be construed as an offer or 

solicitation for the subscription, purchase or sale of the securities/instruments mentioned herein. Any forecast on the 

economy, stock market, bond market and economic trends of the markets provided is not necessarily indicative of the future 

or likely performance of the securities/instruments. Whilst the information contained herein has been compiled from sources 

believed to be reliable and we have taken all reasonable care to ensure that the information contained in this publication is 

not untrue or misleading at the time of publication, we cannot guarantee and we make no representation as to its accuracy or 

completeness, and you should not act on it without first independently verifying its contents. The securities/instruments 

mentioned in this publication may not be suitable for investment by all investors. Any opinion or estimate contained in this 

report is subject to change without notice. We have not given any consideration to and we have not made any investigation 

of the investment objectives, financial situation or particular needs of the recipient or any class of persons, and accordingly, 

no warranty whatsoever is given and no liability whatsoever is accepted for any loss arising whether directly or indirectly as 

a result of the recipient or any class of persons acting on such information or opinion or estimate. This publication may cover 

a wide range of topics and is not intended to be a comprehensive study or to provide any recommendation or advice on 

personal investing or financial planning. Accordingly, they should not be relied on or treated as a substitute for specific 

advice concerning individual situations. Please seek advice from a financial adviser regarding the suitability of any 

investment product taking into account your specific investment objectives, financial situation or particular needs before you 

make a commitment to purchase the investment product. 

 

OCBC and/or its related and affiliated corporations may at any time make markets in the securities/instruments mentioned in 

this publication and together with their respective directors and officers, may have or take positions in the 

securities/instruments mentioned in this publication and may be engaged in purchasing or selling the same for themselves or 

their clients, and may also perform or seek to perform broking and other investment or securities-related services for the 
corporations whose securities are mentioned in this publication as well as other parties generally. 
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