Pricing crucial for
collective sales

| TAN HONG BOON and ONG TECK HUI advise owners to price their
sites realistically from the start to ensure early success

‘THE year 2007 will always be remembered as the bull ture estimate, taking into account the strong upward
xun for callective sales, which achieved & rocord transac-  MOVeMeNt in property prices under those market condi-
“tion voluma worth $11.4 billion, It was underpinned by  HOns. It was a pricing sirategy that resulted in handsome
Tobust residential market which saw prices soaring 31 gains for many owners in collective sales.

per cent and 14.800 units sold by developers that year.  poct-erisis ective
Driven by a need to _npleninh,l,holr land banks, duvel{np- e zw:ﬂl I s:e;m for collactive shles
ars’ oracious appette or fresh sits Iod 10 86 (OISEG® g, 45 o rocossion brought on by the gobal inancinlcri-
Rale gies BOUGRIIY, applly st APLUs R elRy sis, Residental property prices fll 25 per cent betwo
Encouraged by the strong demand for sites and the fe- - jq 2008 and mid-2009, resulting in a soft market. As de-
owners ll thelr  velop ffered poor wiit sales, demand for sites weak-
homes en bloo would adopt & “forward pricing” Strategy  enod, Jeading to just $127.5 million and $100.8 milllon of
to secure the highest possiblo value for their sites. Thisin-  colloctive sales deals being sealed in 2008 and 2009 re-
volved projs an i i afu- spectively.
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8 G Economic recovery from the second half of 2009 re-
d d e with iperty p
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stored pr
es trending upwards again. Compared 50 200 etive
sales recovery last year was gradual, resulting in &

ble transaction volume of §1.77 billion. A modest pick-up
was seen this year with $2.07 billion worth of coflective
sales deals concluded (as at August 2011). A

However, it should be noted that there are si
differences between the market circumstances of 2007
and 2010/11. Firstly, the market for prime residential
properties was buoyant in 2007, leading to keen interest
for collective sale sites in prime as well as mid-prime loca-
tions. On the other hand, demand for prime properties
was relatively slower in 2010/11 as seen in the overall
take-up rate and sales progress.

Secondly, the Government Land Sales (GLS) pro-
gramme. was far less aggressive in 2007 compared 10
2010711, Since last year, the government has heen preoc-

averting a bubble in the property. it and
the sale of residential pad up signil 10’
ensure adequate supply, among other market-cooling
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measires imposed. 2010/11 also saw heightened de-
mand in the suburban market lvading major developers
10 focus on bidding for GLS sites which are predominant-
Iy in the suburbs. i

Smaller developers priced out from the large GLS sites
‘became more active in the collective sale market, This.is
the reason why most of the colloctive salo sites sold in
2010/11 were generally helow $100 million: 1, Wil
the financial means of the smaller developers (29 of 36
sites sold in 2011 to-date were below $100.million).

As the collective sales market recovered in 2010, own-
ers looking t sell their homes en bloc were again optimis-
tic in pricing their sites, seeing the 38.2 per cent surge in
residentlal property prices in the first year of the market
turnaround (mid-2009 to mid-2010). However, the “for-
ward pricing” strategy that home ownors used successful-
1y in 2007 did not quite work out in the present market
and in fact proved anr the sales, causing d
lays in the sales process. (This is due to the differences in
‘market cireumstances betwoen 2007 and 2010/11, as ex-
plained above.)

Tt is understandable for awners looking Lo sell their
homes en bloo to want to feteh the best price for: their
sites, but itis also important for them 1o recognise the cur-
rent markt circumstances and be realistic in setting the
reserve price. An unrealistic reserve price will put off pro-
spective buyers and result in an unsuccessful sale. A\

In one recent experience, we embarked on gathering.
the minimum 80 per cent mandate for a collective salo at
a particular recommended reserve price, However, some

c  their unless a high-
er reserve price was set. This led to an upward rovision in
th ri that the be

attained, ‘after somo delay. ;

~ The site was put up for tender, but it received luke-
warm response because developers felt the asking price
'was t0o high. The reserve price was then reviewed and,
adjusted downwards and much time was spent ohtaining
the 80 per cant consensus for the revised pricing.

AA ‘huyer for this site was eventually found at a final
price thatw th reserve price, IL15 et
mated that this particular site took an extra five months
tosell, and wh!ﬁlﬂdod frustration, due to tho initial unre-

other collective sale sites, et
Outlook j g
Residential property price increases are flattening out,
| possibly signalling the upper end of the market cycle. in
Q2 2011, prices for the prime, fringe and suburban
non-landed markets rose only 1.1 per cent to 1.7 per
cent, The supply of new private residential projects is
‘building up following aggressive government land sales
sinee 2010, The HDR is also ramping up the supply of
‘new public housing the
for HDB flats frém $8.000 to $10,000. ¢
Lately, the global economy has worsened and the aco-
nomic outlock for Singapore in the near future looks.
‘more uncertain. In view of th‘eao factors, developers aro
SRS i

sites.

‘There is already a trend of unsuccessful collective sale
sites ing theil ing prices and 10 50+
cure buyers. As the collective sales market is expected 10
b ing due to AT

ket events, it is imperative for owners to price their sites
realistically from the onset to ensure early success and
avoid a relaunch under more difficult market conditions.
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