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Slowdown in primary market activity in 1Q 2011
Buying activities in the primary property market showed signs of cooling down after the fourth round of government cooling measures in January this year. Notwithstanding this, the number of new launches did not decline where more than 4,400 units were launched. About 3,300 new homes were transacted over the 3-month period, a dip of 22% q-o-q or 25% y-o-y. On average, around 1,100 units were sold every month, 12% below that of 1,382 units in 2010. A good number of showflats saw a drop in visitorship in contrast to the buoyant situation in the second half of 2010. Buyers and investors were deterred from property market partially due to having to pay higher seller’s stamp duty and a higher down payment as a result of a lower loan to value ratio.
Projects with a larger proportion of smaller units saw higher take-up rates as these “shoe-box” units were perceived to be more affordable. Projects in this category include The Tennery, Spottiswoode 18, Suites @ East Coast, Loft @ Holland, Vibe@Kovan, or Skysuites@Anson. Moving forward, demand should continue to be driven by affordability, which is supported by low interest rates and lower price quantum houses. 
Stabilizing Prices
In the 1Q 2011, the residential market has stabilized after the implementation of the cooling measures. Although transaction volume had not drop as much as market had expected, residential prices have softened, in particular in the mass market segment. Developers are also accelerating their launches to capitalise on the strong buying momentum. In some instances, developers were seen to offer goodies such as cash-back vouchers or early-bird discounts in their new launches. 
Based on Knight Frank data as at 22 March 2011, prices of high-end non-landed properties, as denoted by prime residential properties in Core Central Region with prices in the top 20%, inched up by 2.1% q-o-q, reflecting 10.9% y-o-y increase. High-end homes were transacted at $2,270 psf on average in 1Q 2011. Ultra luxury condominiums
 prices fell marginally by 0.3% q-o-q, averaging $3,229 psf in 1Q 2011. In view of the tightened real estate regulations and continual uncertainties in the global economy, international and local investors remained at the sideline leading to stabilising price trends for the high end properties. Homebuyers remain discerning for attractive launches from developers. 
Prices of mid-end market increased by 8.5% q-o-q, against 1.6% q-o-q increase in 4Q 2010. Mid-end houses were transacted at $1,670 psf on average. Properties in the East Coast area in particular developments with seaview continue to be strongly sought after by homebuyers and investors.  
Mass market homes prices continue to increase albeit at a slower rate where prices increased by 2.2% q-o-q, lower than the 3.6% q-o-q increase in 4Q 2010. Houses in this segment were transacted at $900 psf on average. 
According to the latest NUS Singapore Residential Property Index, which tracks the month-on-month price movements of private, non-landed completed residential properties in Singapore, private home prices dropped slightly in February. The overall index fell by 0.4% m-o-m, against an increase of 2.9% m-o-m in January. Prices in central region increased marginally at 1.0% while that of non-central region dropped 1.5%. The marginal price movement indicates the effectiveness of the latest round of government cooling measures in curbing speculation and averting a property bubble.

Slower rental growth

The Knight Frank in house data shows a slower pace of increase in rent across three segments of the residential market. Rentals in the high-end, mid-end and mass market increased at 0.4%, 3% and 0.8% q-o-q, respectively. The figures were 5.6%, 2.6% and 4% in 4Q 2010. Except for mid-market, the other two segments saw a significant slowdown in the pace of rental growth. Demand for rental has softened due to stricter criteria for foreigners working in Singapore and shrinking housing allowances for expatriates. Increased supply from newly completed residential homes also added downward pressure on rental. 
Private market to stabilize
Moving forward, we do not expect further cooling measures as market stabilizes. The impacts of the latest cooling measures are showing in the property prices (new sales, resales and subsales), in particular the mass market homes. We estimate that residential prices in 1Q 2011 has stabilised and are flat ranging from -2 to 2% which invariably meets the government’s goal of a sustainable and stable property market. For 2011, we expect prices of mass market homes to decrease by 5%. Arising from new completion and enlarged rental stock, residential rents are also expected to come under further pressure and are expected to fall by 2% to 3% in the next quarter.
Chart 1 – Singapore Residential Price Index
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Notes: **Forecast 

Source: Realis, Knight Frank Research
For further information, please contact:
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Knight Frank LLP is the leading independent global property consultancy. Headquartered in London, Knight Frank and its New York-based global partner, Newmark Knight Frank, operate from 207 offices, in 43 countries, across six continents. More than 6,340 professionals handle in excess of US$886 billion (£594 billion) worth of commercial, agricultural and residential real estate annually, advising clients ranging from individual owners and buyers to major developers, investors and corporate tenants. For further information about the Company, please visit www.knightfrank.com.
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� Top 5% of properties in terms of transacted prices in Core Central Region 





