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Decline in HDB resale prices likely to be short lived

HDB resale prices continue to fall, slipping by 0.7% q-o-q, the largest fall in 10 quarters. HDB resale prices have
continued to fall for 4 consecutive quarters, shedding a cumulative total of 1.4%. The continuous fall in HDB resale
prices could be attributed to increased supply in the market due to HDB owners upgrading to new private properties or
Executive Condominiums (EC). A total of 12,200 private residential and 3,001 EC units were completed in the first 3
quarters of 2017. This comes after 2016 completions of 20,803 private residential and 5,485 EC units in 2016. However,
given the enhancements in CPF housing grants for first-timers, the general uptrend in HDB resale volumes and lower
numbers of completions from 2018 to 2019, we do not expect a protracted decline in HDB resale prices.

Game Changer in the HDB resale market

A potential game changer could be the new online resale portal that HDB will launch on 1 Jan 2018. The new portal
aims to streamline the entire resale process by integrating all eligibility checks into one platform. The portal will also
leverage technology and transaction data “to establish the reasonableness of the transacted price”, removing the need
for valuation reports for most flats. These changes are expected to halve the time taken for resale transactions from
16 weeks to 8 weeks. The streamlining of HDB resale processes could allow agents to focus more on value-adding work
such as marketing the flat. The impact on resale prices is likely to be negligible, but we could see lower volatility in
HDB resale prices given that prices are likely to stick closely to their valuations.

Exhibit 1: HDB Resale Price Index
Prices
fall
by
magnitude since 1Q15

largest

HDB resale prices fell 0.7% q-o-q
in 3Q17, the largest fall in 10
quarters. The steeper fall in
prices could be partially due to
the introduction of the Re-Offer
of Balance Flats (ROF) exercise
in
August,
which
sapped
demand away from the resale
market.
On a y-o-y basis, prices have
fallen 1.4%.
Source: HDB, OrangeTee Research
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Exhibit 2: HDB Resale volume by room type

Due to seasonal factors, resale
volume fell marginally by 3.2%
q-o-q, but is still 5.3% higher on
a y-o-y basis. This suggests that
resale volumes remain healthy
and would help stabilise prices.
Volumes are expected to edge
lower in 4Q17 as housing
activities wind down as we
approach the December school
holidays.

Source: HDB, OrangeTee Research

Exhibit 3: HDB Towns median resale price by room type
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Resale
volumes
down
marginally but remain healthy

Exhibit 4: SRX HDB Rental Index
According to SRX flash figures
for September, rentals have
fallen by 1.3% q-o-q.
YTD, rents have fallen by just
1.3% in 2017, as compared to a
3.2% rental slide in 2016, largely
due to rentals staying flat in
2Q17 vis-a-vis 1Q17.
Rents should stabilize by 2018
as we anticipate higher tenant
demand due to improving
economic
growth
and
a
stabilising labour market.
Source: SRX, OrangeTee Research

Exhibit 5: HDB Rental Volume by Room Type
Rental volume remains robust
Rental volumes remain healthy,
falling marginally by 2.1% q-o-q
and 0.8% y-o-y. This is 12.4%
higher than the 5-year average
for rental volumes.
3 room and 4 room flat types
continue to dominate leasing
demand taking up 32% and 34%
of
leasing
transactions
respectively.

Source: URA, OrangeTee Research

Exhibit 6: HDB Towns Estimated Rental Yields by Room Type

Source: HDB, OrangeTee Research
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Rental prices stabilising

Exhibit 7: HDB Towns Median Rents by Room Type
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