
CBRE |  WTW RESEARCH

2 0 1 8  A S I A  PA C I F I C

REAL ESTATE 
MARKET

OUTLOOK

Malaysia



2018 ASIA PACIFIC REAL ESTATE MARKET OUTLOOK |  MALAYSIA

FORMATION

CBRE | WTW entered into an agreement in May 2016 to 

form a joint venture to provide a deep, broad service offering 

dmp rfc ajgclrq md `mrf dgpkq, Rfgq amk`glcq K_j_wqg_%q

j_pecqr pc_j cqr_rc qcptgacq npmtgbcp* URU%q jma_j cvncprgqc

and in-bcnrf pcj_rgmlqfgnq gl K_j_wqg_ ugrf A@PC%q ejm`_j

reach and broad array of market leading services.

The union of CBRE and WTW is particularly significant 

because of our shared history. In the1970s, CBRE acquired 

businesses from WTW in Singapore and Hong Kong, which 

pck_gl _l glrcep_j n_pr md A@PC%q ?qg_l mncp_rgmlq,

The wider WTW Group comprises a number of subsidiaries 

and associated offices located in East Malaysia including:

Å C H Williams Talhar Wong & Yeo Sdn Bhd (1975)

Å C H Williams Talhar & Wong (Sabah) Sdn Bhd (1977)

Å C H Williams Talhar & Wong (Brunei) Sdn Bhd

Published by
C H Williams Talhar & Wong SdnBhd (18149-U)
CBRE | WTW Kuala Lumpur, Malaysia.
December 2017

This report was prepared by the CBRE | WTW Malaysia Research Team, which forms part of CBRE Research ða network of preeminent researchers who collaborate to provide real estate market 
research and econometric forecasting to real estate.

All materials presented in this report, unless specifically indicated otherwise, is under copyright and proprietary to CBRE|WTW. Information contained herein, including projections, has been obtained 
from materials and sources believed to be reliable at the date of publication. While we do not doubt its accuracy, we have not verified it and make no guarantee, warranty or representation about it. 
Readers are responsible for independently assessing the relevance, accuracy, completeness and currency of the information of this publication. This report is presented for information purposes only 
exclusively for CBRE | WTW clients and professionals, and is not to be used or considered as an offer or the satisfaction of an offer to sell or buy or subscribe for securities or other financial 
instruments. All rights to the material are reserved and none of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party 
without prior express written permission of CBRE | WTW. Any unauthorized publication or redistribution of CBRE | WTW Research reports is prohibited. CBRE | WTW  will not be liable for any loss, 
damage, cost or express incurred or arising by reason of any person using or relying on information in this publication.

Additional copies may be downloaded from our website www.cbre-wtw.com.my

ABOUT WTW

Colin Harold Williams established C H Williams & Co in 

Kuala Lumpur in 1960. C H Williams & Company merged 

in 1974 with Talhar & Company founded by Mohd Talhar

Abdul Rahman and the inclusion of Wong Choon Keeto 

form C H Williams Talhar & Wong (WTW).

In 1975, C H Williams Talhar Wong & Yeo (WTWY) was 

established in Sarawak. C H Williams Talhar & Wong 

(Sabah) (WTWS) was established in 1977.

The current management is headed by Group Chairman, 

Mohd Talhar Abdul Rahman.

The current Managing Directors of the WTW Group 

operations are:

Å CBRE | WTW: Mr. Foo Gee Jen

Å C H Williams Talhar & Wong (Sabah) Sdn Bhd: Mr. 

Leong Shin Yau

Å C H Williams Talhar Wong & Yeo Sdn Bhd: Mr. Robert 

Ting Kang Sung

ABOUT CBRE

CBRE Group, Inc. (NYSE:CBG), a Fortune 500 and S&P 500 

amkn_lw fc_bos_prcpcb gl Jmq ?lecjcq* gq rfc umpjb%q

largest commercial real estate services and investment 

firm (in terms of 2014 revenue). The Company has more 

than 70,000 employees (excluding affiliates), and serves 

real estate owners, investors and occupiers through more 

than 400 offices (excluding affiliates) worldwide. CBRE 

offers strategic advice and execution for property sales and 

leasing; corporate services; property, facilities and project 

management; mortgage banking; appraisal and valuation; 

development services; investment  management; and 

research and consulting.
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MESSAGE FROM THE MANAGING DIRECTOR

When 2016 wrapped up, many were anticipating worse property market conditions for 2017. The market has indeed 

remained soft for 2017 nonetheless, performance was better than our expectation. Overall, looking at first half of 2017, ther e 

were over 153,000 transactions worth RM67 billion, a decline of 6% in volume but rise of 5% in value compared to 1H 2016. 

Bearing the pressure of possible worse market conditions in 2017, many developers have undertaken proactive strategies to 

mitigate the risks. For instance, residential transactions declined by 14.5% y -o-y back in 1H 2016, the number diminished to 

only single-digit decline of 7% in 1H 2017. This could be attributed to the fact that developers have restrategised their plan 

by developing products at more affordable price level in an attempt to correct the price -income mismatch which has been 

prevalent in the residential market. More strategic adjustment on products, pricing and sale strategies may be observable 

in 2018. 

On the commercial front, business activity has slowed down in recent years due to cautious sentiments triggered by 

economic concerns. In particular, the office sector continues to be shrouded by worries of over-supply in the Klang Valley 

and the ail in oil and gas industry. Nonetheless, the eye-opening 5.7% GDP growth in 1H 2017 and observed increase in 

household spending shall inject some boosters. I believe Kuala Lumpur is still cost -competitive and attractive in the South 

East Asia region as a prime office destinations for MNCs.

In the run -up to the much anticipated 14th General Cjcargml* rfc P_iw_r%q ucjd_pc ugjj bmkgl_rc rfc ns`jga nmjgaw bmk_gl

such as affordable housing. Residential sector remained as the principal component of property market by constituting 

4/,6# _lb 26,2# md tmjskc _lb t_jsc md K_j_wqg_%q k_picr pcqncargtcjw, ?r _l _lls_j nmnsj_rgml epmurf p_rc md _`msr /,1#*

I view that the residential supply in the country is adequate or falling slight short. The core of housing issues in Malaysia li es 

with mismatches. In the open market, mismatch of price can be considered as acute. Bank Negara estimated average 

Malaysians could afford houses priced around RM250,000 and below. Nonetheless, 78.7% of new launches in 1H 2017 priced 

beyond that range with 49.8% of them costs more than RM400,000. Turning to affordable housing, mismatch in location 

dampened the public reception towards the schemes. Lack of amenities and facilities, accessibility and connectivity, and 

poor building quality are the top deterrents, this needs to be looked into. Acknowledging that land matters fall under the 

purview of state governments, efforts could still be taken to streamline and centralise affordable housing initiatives at federal 

level to enhance the delivery efficiency and policy effectiveness. 

Of all the property sectors we covered in this report, hotel and industrial are painting the most optimistic outlook for 2018

and beyond. Blessed with geographical and cultural diversity, tourism has always been and will continue to be a prominent 

economic activity in Malaysia, spearheaded by hotspots such as Melaka, Penang, Borneo and others. A series of airport 

snep_bc npmhcarq _lb glaclrgtcq ucpc npmnmqcb gl @sbecr 0./6* _jj md ufgaf _pc _gkcb _r qnsppgle rfc amslrpw%q rmspgqk _lb

tourism -_qqmag_rcb glbsqrpgcq, Ugrf _jj cwcq ml ^0.0. Tgqgr K_j_wqg_ Wc_p%* amsnjcb ugrf _ lsk`cp md glrcpl_rgml_j qskkgrq

lining up, the tourism industry is poised to gain more momentum.

We are understanding more about the Digital Free Trade Zone from time to time, so as the Industrial Revolution 4.0 which 

would be one of the main pillars of National Transformation 2050 (TN50). Apart from that, Budget 2018 also shed light on 

the expected completion time of the East Coast Rail Link (ECRL) and the KL-Singapore High Speed Rail (HSR), both of which 

are dubbed _q cjct_rgle K_j_wqg_%q amllcargtgrw gl rfc ?QC?L gldp_qrpsarspc lcrumpi _lb rfc epc_rcp Mlc @cjr Mlc Pm_b

initiative. Jumping onto the bandwagon of technological revolution and digital economy era, Malaysia is diversifying its 

industrial landscape from traditional manufacturing to logistics and distribution. 

Malaysia holds the potential to be a pcegml_j bgqrpg`srgml fs`* d_agjgr_rcb `w rfc amslrpw%q l_rsp_j nmqgrgmlgle gl rfc umpjb

map and conscious efforts by the policy-makers. In Peninsular Malaysia, the above-mentioned cross-border railway projects 

are complementary to the developments of deep-sea ports in Kuantan and Melaka. Looking to East Malaysia, the existing 

ports are strategically located to cater for the logistics around Brunei Darussalam -Indonesia-Malaysia-Philippines (BIMP) 

region. In view of the rise of e-commerce and higher stakes that logistics hold in the country, the industrial sector shall gain  

more traction, especially in the warehousing and supply chain segments for the coming years



2018 ASIA PACIFIC REAL ESTATE MARKET OUTLOOK |  MALAYSIA

2018 does not come without challenges lying ahead. The international and domestic political landscapes have been shifting. 

Brexit, the rather detested Presidential Election result in the United States, and tension and military provocations among 

North East Asian countries, have all pointed to the sense of deglobalisation around the world whereby the political 

developments often led to some forms of economic retaliation involving economic powerhouses. At home, the upcoming 

General Election may trigger anxiety and reserved behaviour in the market due to uncertainty.

Ringgit in overall, has weakened against major and regional currencies in the past 5 years. Financial activities and monetary 

policies in the main capital markets will continue to influence the currencies of emerging markets such as Malaysia. 

Nonetheless, credit to the central bank, Ringgit recovery is observable in recent period. Active monitoring and regulations 

amlbsarcb `w @_li Lce_p_ ugjj fcjn rm clqspc rfc qr_`gjgrw md K_j_wqg_%q dgl_lag_j qwqrck, Npsbclr jclbgle `wbanks and 

weakening financial profile of Malaysians will however, result in higher barrier for property buyers to secure loans. Economi c 

uncertainty and rising costs of living may deter households from subscribing to long -term financial commitment such as 

purchase of property. 

In recent years, the government and authorities have introduced numerous measures that would impact the property market. 

Cooling measures were introduced in an attempt to curb speculation which led to disproportionate appreciation, the major 

measures include Real Property Gains Tax, foreign ownership restrictions and the recently proposed freezing of development 

approvals of luxury condominiums, offices and shopping complexes. Prudent regulatory moves and timely intervention are 

necessary to ensure the sustainability of property market as well as to eradicate potential threats posed to the financial 

system arising from excessive risk-taking by marketers. At the same time, it needs to be recognised that the cooling measures 

implemented have to be deliberate and well-articulated with comprehensive understanding on the aggregated impacts. This 

is to avoid unnecessary shocks and adverse responses in the market which would hamper the activity and growth of the 

market. From investors%viewpoint, erratic changes and flip -flopping would diminish their investment confidence and 

perception on the openness of the market. 

All said, the relentless pursuit of mega projects and high -value economy would continue to catalysebusiness activities and 

bring about new growth drivers and opportunities. As far as real estate industry is concerned, robust economic expansion in 

early 2017 somehow, has not spilled over to the property market as the year came to an end. Nonetheless, optimists are 

suggesting that the property market shall see the light at the end of the tunnel in the second half of 2018. That would be 

desirable but buckle up as uncertainties would still linger on in 2018. 

Sr FOO G EE JEN
MANAGING DIRECTOR, CBRE | WTW
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K_j_wqg_%qeconomy kicked-off 2017 with great 

momentum to the surprise of many, it then prompted 

Bank Negara to revise annual GDP growth forecast 

upwards to 4.8% and above. The traditional drivers of the 

economy continued to make their contributions, namely 

the manufacturing and construction sectors. Households 

were seen to be prudent but confident with their 

spending. Businesses shall stay optimistic with 

opportunities arising from domestic consumption and 

foreign demand for exporters.

Remarkable economic performance prevailed in 2Q 2017 

as real GDP grew by 5.8% y-o-y (1Q 2017: 5.6%). In the 

labour market, labour participation rate and 

unemployment rate have remained relatively unchanged 

in recent period. Looking at 2Q 2017 figures, labour

participation rate in the second quarter edged slightly 

fgefcp rf_l 0./4%q _tcp_ec md 45,5# rm `c 45,6#,

Similarly, unemployment rate for 2Q 2017 was 3.4%, this 

_jqm d_pcb `crrcp rf_l 0./4%q _tcp_ec md 1,3#,

Standing at RM34,727 in 2016. GDP per capita for 

Malaysians has been trending upwards consistently. The 

fact that the growth in GDP per capita stayed above 

inflation rate from 2012 onwards implies that inflation in 

the economy can be considered as under control. On one 

hand, stability in the employment rate will help to boost 

K_j_wqg_lq% dgl_lag_j amldgbclac, Ml rfc mrfcp f_lb*

robust economic growth will jgdr K_j_wqg_lq% glamkc

level. Combining both situation, it can be expected 

households spending shall be prudent but steady in near 

future at the least. 

Consumption continued to be the driver of growth in 

domestic demand (2Q 2017: 5.7%, 1Q 2017: 7.7%). 

Improvement in private sector wages as well as 

amlqskcpq% qnclbgle qclrgkclr `mmqrcb npgt_rc

consumption by 7.1% (1Q 2017: 6.6%). Private investment 

activities prevailed at 7.4% (1Q 2017: 12.9%) expansion 

rate manufacturing and services sectors were the main 

contributors. Public consumption growth moderated to 

3.3% (1Q 2017: 7.5%) while public investment declined by 

5% (1Q 2017: 3.2%) as reduced spending by public 

corporations offset the spending increment by the f ederal 

government.

Construction sector recorded most significant annual 

growth of 8.3% in 2Q 2017 (1Q 2017: 6.5%). Following in 

second spot, services sector experienced higher growth at 

6.3% (1Q 2017: 5.8%), underpinned by improvement in 

wholesale and retail trade sub-sectors which benefited 

from increased household spending. Manufacturing 

sector expanded by 6% (1Q 2017: 5.6%) to reach a new 

high since 2Q 2014. Electronics and electrical continued 

to be the dominant component of manufacturing sector 

amidst strong support from exports and domestic 

demand. The manufacturing sector also gained from the 

performance of construction sector through increased 

production of construction materials. After successfully 

rebounding from contraction for the whole of 2016 in 1Q 

2017, agriculture sector moderated to 5.9% growth in 2Q 

2017 (1Q 2017: 8.3%).  On the mining sector, the global 

initiative to cut down oil production played a part for its 

lowest growth among all sectors at 0.2% (1Q 2017: 1.6%).

ROBUS T ON THE EXTERNAL FRONT

Continuing on the momentum in the first quarter, gross 

exports in 2Q 2017 rose by 20.6% (1Q 2017: 21.3%). 

Bck_lb dpmk K_j_wqg_%q k_hmp rp_bgle n_prlcpq qsaf _q

the United States and China remained strong. On one 

hand, manufacturing of electronics and electrical 

semiconductors in particular recorded higher trade 

volume. Commodities such as petroleum and chemical 

products on the other hand, gained from better prices. 

MACRO OVERVIEW - ECONOMY

2 0 1 7  K I C K E D - O F F  W I T H  M O M E N T U M

Source: Bank Negara Malaysia, CBRE | WTW Research
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Double-digit growth of 19.1% was also registered by gross 

imports (1Q 2017: 27.7%). Imports for re-exports as well 

as intermediate imports increased which in turn, 

supported the expansion of manufacturing sector in this 

quarter. Imports of high -value capital moderated in 

second quarter, this pulled down gross imports compared 

to 1Q 2017. 

Overall, trade balance experienced widened surplus from 

RM18.9 billion in the previous quarter to RM24.1 billion 

in 2Q 2017. 

Foreign direct investment (FDI) in 2Q 2017 moderated to 

RM8.3 billion (1Q 2017: RM17 billion), on account of 

lower reinvestment of earnings and injection of equity 

capital into the economy. Nonetheless, consistent with 

the pattern observed in the previous quarter, the top 3 

primary beneficiaries of FDI in second quarter were real 

estate, information and communication, and mining 

sectors.

FE E L GOOD FAC T OR S  IN  T H E  MARKET

Based on surveys undertaken by Malaysian Institute of 

Economic Research (MIER), Consumer Sentiments Index 

(CSI) for 2Q 2017 improved q-o-q and y-o-y to 80.7 points 

highest since 4Q 2014. The main boosters of optimism 

are stable employment and wage increase which spurred 

amlqskcpq% dgl_lag_j amldgbclac, Kc_lufgjc*

encouraging sales performance coupled with potential for 

expansion in export sales and production steered 

Business Conditions Index (BCI) to 11-quarter high at 

114.1 points. Turning to Retail Trade Index (RTI), it 

rebounded strongly from 2 consecutive q-o-q declines to 

break through the 100-point threshold at 105 points, 

underpinned by rise in tourist arrivals, disposable income 

and government spending on infrastructures. Albeit 

slight drop q -o-q, the Residential Property Index (RPI) in 

overall displayed optimism as it continued to approach 

the 100 points threshold since 2H 2016, being at 97 points 

in 2Q 2017.

S LIGHT DECLINE  BUT  CONS IS TENT LOAN 

APPROVAL

As of 2Q 2017, the size of loans in the financial market 

valued at RM1.55 trillion of which 32.2% was intended 

for purchase of real estate properties. Rate for loans 

ranged from 3.61% to 3.79% for 2016 quarters whilst the 

recent rate in 2Q 2017 was 3.61%. The total amount of 

loans applied for this quarter rose compared to previous 

quarter, registering at RM204.6 billion (1Q 2017: RM197.4 

billion). 

Purchase of residential property constituted 29.9% (or 

RM61 billion) of the total loan applications while 

purchase of non-residential property took up 10.8% (or 

RM22.1 billion). Both represented a q-o-q growth. Loan 

approval rate for purchase of residential property 

exhibited minimal variation since 1Q 2016. The approval 

p_rc dmp qsaf nspnmqc gl 0O 0./5 cvaccbcb 0./4%q _tcp_ec

of 42.3% to register at 42.9%. Interestingly, the annual 

increase in loan value approved for purchase of 

residential property was approximately 14.2% despite 

marginal increase in approval rate of 1.08%. This 

disproportionate uptrend may be a reflection of either 

appreciation of residential property or a boost in demand 

for higher -end residential property. 

Mixed changes were observed on loan for purchase of 

non-residential property whereby the approval rate 

increased by 4.4% q-o-q but declined by 2.6% y-o-y for 

second quarter of 2017. 

MACRO OVERVIEW - ECONOMY

Loan Approvals

Source: Bank Negara Malaysia, CBRE | WTW Research
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MACRO OVERVIEW - INFRASTRUCTURE

Projects Locations Completion Status (as at Oct 2017)

Rail

East Coast Rail Link (ECRL) 
Port Klang, Selangor- Kuantan 
Port, Pahang - Terengganu ð
Tumpat, Kelantan

2024
Ground breaking ceremony 
held in August 2017

Electrified Double Track 
Project (EDTP) Gemas-Johor 
Bahru 

Gemas - Johor Bahru 2020
Infrastructure and civil work 
sub-contractor appointed

High Speed Rail (HSR)

Bandar Malaysia- Bangi-Putrajaya 
- Seremban- Melaka - Muar -
Batu Pahat- Iskandar Puteri-
JurongEast, Singapore

2026
Design stage (Open tender for 
consultant). Land acquisition in 
progress

LRT Line 3 
Bandar Utama - Johan Setiað
Klang

2020
Main contract awarded. 
Construction is scheduled to 
start in November 2017

MRT 2 (SSP Line) Sungai Buloh - Serdang- Putrajaya 2022 Sub-contractor tender stage

MRT 3 (Circle Line) - In-planning

Highway/Expressway

Damansara-Shah Alam 
Highway (DASH)

SungaiPenchala - Shah Alam 2019 Sub-contracts awarded

East Klang Valley Expressway 
(EKVE)

Sungai Long - UkayPerdana) 2019 Under-construction

LebuhrayaPutrajaya-KLIA 
(MEX II)

MEX ðKLIA ðKLIA 2 2021

Reported to commence 
construction in 2018. Site 
clearance is noted in Putrajaya 
toll plaza

Pan-Borneo Highway Tawau- Kuching 2022/2023 Under-construction

Serdang-Kinrara-Putrajaya 
Expressway (SKIP)

Serdang- Kinrara- Putrajaya 2021 Design stage

Sungai Besi-Ulu Kelang 
Expressway (SUKE)

Sungai Besi- Cheras- Ampang-
Ulu Kelang

2019
Contract and sub-contracts 
awarded

West Coast Expressway 
(WCE)

Banting - Taiping - Sabak Bernam 2019
Sub-contractors appointed for
certain phases. Design stage 
for toll plaza.

Port

Kuantan Port New 
Deepwater Terminal

Kuantan Port 2018 Under-construction
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Title Authority/Agency Effective Date

Tourism Tax Ministry of Tourism and Cultural 1 September 2017

The implementation of tourism tax of RM10 per room per night applicable to all foreign tourists in all hotels (including 
budget hotels). 

Charge to property-related legal fees The Malaysia Bar 15 March 2017

The Solicitor's Remuneration (Amendment) Order 2017 SRAO made several important changes which set out the fees 
payable to lawyers in property transactions as follow:
1. Lawyers are allowed to give discounts on certain property agreements up to 25% on fees except for transactions 
governed by the Housing Development (Control and Licensing) Act 1966 (Act 118) for residential property.
2. Increase in fees for sales and transfers by replacing the previous First schedule, the reduced fee percentages for 
residential property maintained.
3.  Increasein the fee for security or financing documents by replacing Third Schedule, reduced fee percentages for 
residential property maintained.

Special financing scheme for PR1MA PR1MA 14 February 2017

Special PR1MA End Financing Scheme (SPEF) would offer larger amount to home-buyers where banks will take loan 
applicant's EPF Account 2 monthly contribution into consideration in calculation of final eligible loan amount. 
Furthermore, successful loan applicant will only pay for the interest for the first 5 years.

MACRO OVERVIEW ðPOLICY



PROPERTY OVERVIEW
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The property market continued to soften in 3Q 2017 although the decline was 

much milder than our anticipations at the end of 2016. There were over 229,543 

transactions worth RM102.29 billion, a decline of 5% in volume but rise of 7% in 

value, compared to 3Q 2016.

The residential sector continued to dominate the overall 

market with 62.1% of market share in volume and 48.7% 

in value. Slower absorption rates have caused an increase 

in unsold residential units (completed and under 

construction), estimated at 146,497 units as at 2Q 2017, 

compared to the historical average of 72,000 units per 

year between 2004 and 2016.

Nevertheless, housing starts was up by 16% from 1H 

2016, totalling 67,662 units in 1H 2017. Consequently, the 

government has recommended a general freeze on 

residential developments of homes priced over RM1 

million each. 

In the Klang Valley, office vacancy rate reported by NAPIC 

to be 23.6% as at 1Q 2017 and with incoming supply of 38 

million square feet, vacancy rate could climb to 32% by 

2021. In other words, a vacancy of 1 in 3 offices.

The government has also voiced equal concern over the

140 new shopping complexes targeted for completion by

2021. They will increase existing supply in the Klang

Valley, Penang and Iskandar Malaysia by 70%, 40% and

150% respectively, amidst vacancyrates of 13.4%, 30.6%

and 24.2% asat 1Q 2017.

A freeze on office and retail developments has also been

recommended by the government.

FURTHER MARKET TURBULENCE

The 2 sectors that appear to be less affected by an 

impending glut are the hotel/tourism and industrial 

sectors. However, this is not a signal for players to rush 

into these 2 sectors, thereby spreading a potential market 

epidemic to all property sectors.

With General Elections around the corner, none dare to 

predict  whether a win by the incumbent government or 

an upset by the Opposition, will boost the market or 

cause a downward tailspin. What seems evident is that we 

can anticipate further market turbulence in 2018. 

MALAYSIA

PROPERTY OVERVIEW

Transaction Volume Transaction Value

Source: NAPIC, CBRE | WTW Research Source: NAPIC, CBRE | WTW Research
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PROPERTY OVERVIEW

P R O P E R T Y  M A R K E T  I N D I C A T O R S

AllSector
Landed

Residential
HighRise 
Residential

Purpose-built 
Office

Shopoffice Retail Hotel Industrial

2017 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017 2018

MAIN MARKET

KlangValley u u u u u u u q u u u u u u u p

Penang u u u u q q u u u u u u u u u u

Johor Bahru u u u u q q u u u u u q u u u u

Kota Kinabalu u u u u u u u u u u q u p u q u

Kuching u u u u q q u u q u q u u u u u

REGIONS

NORTHERN REGION

AlorSetar u q u u q q q q u u u q u u u q

Ipoh u u u u u u u u u u u u u u u u

SOUTHERN REGION

Seremban u u u u u u u u u u u u u u p p

Melaka u u p p u u u u u u u u u u u u

BatuPahat u u u u u u u u u u u u q q u u

EASTCOAST

Kota Bharu q q u u u u u u u u u u u u u u

Kuala Terengganuu u u u u u u u u u u u u u u u

Kuantan u u q u q u u u q q u u u u u u

SABAH

Tawau u q u q u u u u u u u u u u u u

LahadDatu q q q q - - - - q q u u q u q u

Sandakan u u u u u u u u u u - - u u u u

Labuan q q u u q q - - q q - - q q q q

SARAWAK

Bintulu u u u u p u - - q q q q u u u u

Miri u u u u p p u u u u u u u u u u

Sibu u u u u p u - - q u u u u u u u
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The overall Klang Valley residential market moderated in 2017 with more 

completions but slowdown in transaction activity and new launches. The slowdown 

continued into first quarter of 2017 with increases in overhang and lower sales 

performance, it is anticipated a moderating growth throughout 2017. 

RES IDENTIAL  OVERHANG

As at 3Q 2017, 129,841 transactions with total value of 

RM137.33 billion were recorded. More than 21% of the 

transactions involved residential properties priced 

between RM250,000 and RM500,000, this reflected a 

decline of 9% q-o-q in volume (3Q 2016: 13,600, RM5.01 

billion).

Prices of residential property continued to grow 

moderately despite the current market glut, evidenced by 

a slower growth of 6.6% and 5.8% in both Kuala Lumpur 

and Selangor House Price Index (2016: 8.4%; 8.5%). 

Emtcplkclr^q gknjckclr_rgml gl asp`gle qncasj_rgmlq

and lending measures by Bank Negara showed a positive 

outcome in ensuring sustainable price growth. 

In 3Q 2017, Klang Valley recorded 6,022 transactions of 

shops/commercial lots worth RM10.55 billion, indicating 

a decline of 23% of total transactions compared to the 

previous year (3Q 2016: 6,365 transactions). Of the total, 

about 23% or 1,376 transactions were 2- to 3-storey shop-

offices worth RM1.94 billion. 

OFFICE  DEMAND FROM FOREIGN 

S OURCES

Kuala Lumpur is poised to continue attracting foreign 

investments and become a choice of location for 

multinational companies (MNCs), lending support to 

demand for office space. 

KLANG VALLEY

PROPERTY OVERVIEW ðMAIN MARKETS
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With the new technologies advancing digital mobility and 

high adoption rates on technological application globally, 

the changes in the workplace/office space have come fast 

in recent years, including Global Business Services (GBS) 

and Tech Start-ups.

Demand drivers for GBS growth are mainly from banking, 

financial services and insurance (BFSI), government, 

retail and hospitality/tourism industries. Demand for 

BFSI is expected from banks with the pressure to reduce 

operational cost, offer seamless customer service and 

replacing legacy systems. The government sector will 

drive the GBS growth due to increase in information 

technology application and adoption across government -

based services, whilst GBS in telecommunication sector is 

in demand due to rise in demand for application service 

delivery, service provisioning, activation services and 

billing services.

Major GBS customers are from developed economies, 

such as the United States, United Kingdom, Japan and 

Asia Pacific countries. The local MNCs in Malaysia are 

also starting to turn to single sign-on (SSO) with major 

distributions in Cyberjaya, numerous MSC commercial 

zones, Technology Park Malaysia (TPM) and others.

Demand for another niche, that is, data centres within 

technology clusters are trending high in Malaysia, with its 

high utilisation rate of 70% is on par with other global 

data centre locations such as India, Australia etc. The 

data centre industry has been competitive with growing 

global demand in outsourcing their data centre activities 

in Asia Pacific countries at lower operational cost, where 

it recorded revenues of RM831 million, up 4.5% in 2015.

CHALLENGING FOR RETAIL  

The retail market in Klang Valley was challenging in 2017 

and it is expected to persist throughout the year 2018. As 

reported by the Malaysian Retail Association (MRA) for 3Q 

2017, the growth rate for retail sales was recorded at 1.1%. 

As compared to 3Q 2016, retail sales growth dropped by 

1.1%.  

The lower sales performance for 3Q 2017 was due to 

consumers being cautious with their spending, mainly 

influenced by the rise of cost of living, the hiking price of 

RON 95 and weak Malaysian currency. 

S TABLE  TOURIS M AND INDUS TRIAL

In 3Q 2017, Klang Valley recorded a total of 54,149 rooms 

by 187 hotels, an increase of 4% or 2,222 rooms y-o-y. In 

terms of new completions, a total of 1,614 rooms were 

recorded in first 3 quarters of 2017 through the opening 

of 7 hotels, examples are Stripes Hotel KL, Sunway 

Velocity, Sofitel Hotel Damansara and Element Kuala 

Lumpur. 

Tourist arrivals rose by 4% from 25.72 million in 2015 to 

26.75 million in 2016 and is expected to further improve 

in 2017 in conjunction with Visit ASEAN @ 50 Campaign 

and hosting of 29th SEA Games and ASEAN Para Games 

2017. Meanwhile, the average room rate (ARR) for upscale 

hotels in Kuala Lumpur is notably lower in comparison to 

other Asian cities. All in all, these factors may potentially 

boost AOR considerably. 

As at 3Q 2017, 44,277 existing industrial units were 

recorded in the Klang Valley of which 69% (or 30,569 

units) are terraced industrial property, followed by semi -

detached and detached units with a share of 14% (or 

6,178 units) and 12% (or 5,490 units) respectively. Flatted 

factory (1,933 units) and industrial complex (107 units) 

made up the remaining 4% (or 2,040 units). 

PROPERTY OVERVIEW ðMAIN MARKETS



2018 ASIA PACIFIC REAL ESTATE MARKET OUTLOOK | MALAYSIA

15

CBRE | WTW RESEARCH© 201 8 CBRE| WTW

As the overall market activity continued to trend downwards in 2017, the 

bottoming of the Penang property market is expected on the horizon. It is  

anticipated to remain subdued but resilient in 2018. The aftermath impact of the 

storm and flood incident to the property market would be short term. Following 

the nationwide freeze directed by the cabinet, developers having land banks at the 

eastern portion of Penang Island are expected to be more impacted.

A S UBDUED MARKET ANT IC IPATED IN  

2 0 1 8 ,  BUT  WOULD BE  RES IL IENT

Since 2015, the overall activity in the Penang property 

market had continued on a downtrend. According to the 

recently released statistics of NAPIC, a total of 12,174 

properties were transacted in Penang State up to 3Q2017, 

representing contractions of 10.1% and 25.1% as 

compared to Jan Sept 2016 and Jan Sept 2015, 

respectively. Compared with Jan Sept 2014 (before the 

downturn), the total number of overall property 

transactions in Jan Sept 2017 had reduced 34.8%. 

The total value of properties transacted in Penang State 

was approximately RM7.87 billion in Jan Sept 2017, 

higher 14.8% as compared to Jan Sept 2016. Compared 

with Jan Sept 2015 and Jan Sept 2014, the total value of 

overall property transactions in Jan Sept 2017 had 

dropped 10.7% and 24.1%, respectively.

The downtrend in number and value of property 

transactions was prevalent almost across the board of 

various property sectors.

The property market is anticipated to remain generally 

subdued in 2018. This is in consideration of the 

imbalances of supply and demand in certain property 

sectors and the prevailing rising cost of living that erode 

purchasing power.    

However, it is expected to be resilient, to be supported by 

the trickle -down effect of the gradual recovery in the 

national economy. Bank Negara Malaysia recently 

_llmslacb rfc amslrpw%q j_rcqr camlmkga epmurf _r _

commendable 6.2% in the third quarter of 2017, the 

fastest since June 2014. In addition, as reported by the 

Malaysian Rating Corporation Berhad, the household 

income has grown, albeit at a slower pace. There are also 

various initiatives proposed in Budget 2018 that address 

the cost of living and affordable housing issues, and 

boost other major economic sectors.  

PENANG

PROPERTY OVERVIEW ðMAIN MARKETS

Total Volume and Value of Property Transactions in Penang (2007 ðJan to Sept 2017)

Source: NAPIC, CBRE | WTW Research
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Property Sector
Jan - Sept 2017 

vs 
Jan - Sept2016

Jan - Sept 2017 
vs 

Jan- Sept2015

Jan - Sept 2017 
vs 

Jan - Sept 2014

Number of Transactions

Residential q -10.8% q -23.6% q -33.2%

Commercial q -9.9% q -39.2% q -41.2%

Industrial p +5.0% q -38.8% q -8.6%

Value of Transactions

Residential q -1.1% q -13.6% q -28.4%

Commercial q -0.7% q -54.4% q -42.2%

Industrial q -32.5% q -19.9% q -8.2%

T H E  AFT E R MAT H IMPAC T  OF T H E  S T OR M 

AND FLOOD INCIDE NT TO THE  PROPE RTY 

MAR KE T  WOULD BE  S H OR T  TERM

In early November 2017, Penang and certain parts of 

Kedah and Perak states, were affected by one of the worst 

storms and floods in recent history. A major portions of 

residential areas in low lying areas and the inner city of 

Georgetown were inundated. There were also landslides 

at certain hill slopes. Fortunately, major industrial parks 

and commercial centres were generally not affected.  

Following the incident, prospective purchasers and 

tenants would refrain from considering properties 

affected by the recent flood and landslide. Banks would 

also be more cautious on flood-prone and landslide areas, 

and may restrain extending loans which are to be secured 

by properties in such areas. 

However, the aftermath impact to the property market is 

anticipated to be short term. The recent weather havoc 

was caused by the usual inter-monsoon season 

exacerbated by the isolated incident of the tail-end effect 

of Doksuri Typhoon, which impacted mostly the 

Philippines and Vietnam. Furthermore, the impact would 

also not be long lasting with remedial actions taken by 

the governments and relevant authorities.      

D EVELOPERS  HAVING LAND BANKS  AT  

THE EASTERN PORTION OF PENANG 

IS LAND WOULD BE  MORE IMPACTED BY  

THE NAT IONWIDE FREEZE DIRECTED BY  

THE CABINET

The Federal Government Cabinet has directed a 

nationwide freeze of new applications to develop 

shopping malls, offices, serviced apartments and 

condominiums priced at RM1 million and above, effective 

1 November 2017. 

Subsequently in December 2017, it was announced that 

the government will allow housing projects worth more 

than RM1 million in big cities, with condition that 

developers meet the requirements set by the Urban Well-

being, Housing and Local Government Ministry. 

Developers must submit official application to the 

ministry if they wish to undertake luxury projects and the 

_nnpmt_j ugjj `c ml _ ^a_qc rm a_qc% `_qgq,

This measure is expected to impact more for developers 

that are having land banks at the eastern portion of 

Penang Island. The land banks are usually planned with 

luxury high -rise residential projects and other major 

commercial developments.     

Source: NAPIC, CBRE | WTW Research
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Description

POLICIES/REGULATIONS

The Strata Titles (Amendment) 2016 came into force on 1 January 2017 (except Section 29) in Johor, Penang, 
Selangor and Kuala Lumpur. The Act introduced a new Section 4C on the concept of rent for parcels and provisional 
blocks. Parcel owners are obliged to pay rent for parcels or provisional blocks. Theland office will issue individual quit 
rent bills known as parcel rent to individual parcel owner. The quit rent in respect of the entire building/lot will no 
longer be applicable. 

Effective April 2017, the minimum purchase price of landed properties (including landed strata)in Penang Island for 
foreigners has increased from RM2 million to RM3 million per unit. The minimum purchase price for stratified 
properties in Penang Island remained at RM1 million per unit.For properties inSeberang Perai, the minimum 
purchase price of landed properties (including landed strata) for foreigners, remained at RM1 million per unit. The 
minimum purchase price of stratified properties has reduced to RM500,000 per unit.

The Approval Fee for foreigners purchasing stratified properties priced between RM1 million and RM1.5 million in 
Penang Island reduced from the previous 3% to 1.5%.

PROJECTS

Officially launched by the Prime Minister on 24 August 2017, the Northern CorridorEconomic Region (NCER) 
Blueprint 2.0unveiledthe 7 catalytic growth node projects. They are Chuping Valley Industrial Park (CVIA), Perlis 
Inland Port (PIP), Kedah Science and Technology Park (KSTP), Kedah Rubber City (KRC), BatuKawanDevelopment, 
Greater KamuntingConurbation (GKC), and Majung - AmanJaya Maritime City in Perak.

INFRASTRUCTURE

The preliminary works involvingthe budgeting of the overall compulsory land acquisition for the proposed RM4.6 
billion Jelapang- Selama-BatuKawanExpressway (JELAS) have commenced. The 116-kilometre expressway will 
connect Jelapangin Ipoh to BatuKawanin Penang. It will serve as an alternative link to the North-South Expressway.

A total of RM33.4 million hasbeen allocatedfor the proposed bridge and road project along Jalan BatuKawan, 
including road wideningfrom existing 2 lanes to 6 lanes. The project isscheduled for completion by May 2019. 

TRANSACTIONS

EweinBhdõssubsidiary of EweinZenith II Sdn Bhd and Consortium Zenith Construction Sdn Bhd (CZ) had mutually 
terminated their Sale and Purchase Agreement (SPA) for the 4.4252-acre (1.79-hectare) of land in Section 1, Town of 
TanjungPinang, Penang Island.

The termination was due to the eventual land alienated was approximately 2-acre, it was a substantial reduction in 
size of the subject land referred to in the SPA. Itwas reported that 44.5-hectare of freehold reclaimed land in Tanjung
Pinang would be granted to CZby the Penang government as payment for CZõs work on the Penang undersea tunnel 
and 3 related road projects. 

Kumpulan Wang Persaraan(KWAP) proposedto acquire 20% stake of the ongoing reclamation project, Seri Tanjung
Pinang Phase 2A (STP 2A) from Eastern & Oriental Bhd. The acquisition estimated to be approximately 33.18-acre, 
consists of 4 plots residential land and 4 plots of commercial land. The purchase consideration is approximately 
RM766 million in cash.

Mah Sing Group Bhd,through its subsidiary, Enchanting View Development Sdn Bhd, entered into a Sale and 
Purchase Agreement to purchase a parcel of freehold vacant development land in Bukit Mertajam for a consideration 
of approximately RM43.8 million. The land measuring approximately 10.89 acres is ready for immediate 
development. The Group is planning to submit a revised development plan for the development of an industrial 
business park.
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Johorôs Gross Domestic Product (GDP) growth was 5.7% in 2016. In Johor State, 

the services and manufacturing sectors outperformed other sectors, due to 

encouraging investments.  

INVES TMENTS DRIVING DEVELOPMENT

Johor recorded the highest domestic direct investment 

(DDI) approved in the manufacturing sector, amounting 

to RM15.22 billion , while foreign direct investment (FDI) 

approved was RM11.20 billion. Johor also recorded the 

highest investment in the manufacturing sector in 2016 

(DDI and FDI), totaling RM26.41 billion or 45.15% of total 

investments in Malaysia.

The Investment trend in Johor for expansion of projects 

also remained healthy. The sources of investments in 

Iskandar Malaysia (IM) comprise a balance mix of foreign 

and local investors. Outside Iskandar Malaysia, the bulk 

of investments are in the PengerangIntegrated Petroleum 

Complex.

I M  N E T S  R M 2 4 4  B I L L I O N  I N  

C U M U L A T I V E  I N V E S T ME N T

IM has recorded RM244.46 billion in total cumulative 

committed investments from 2006 until September 2017. 

54% or RM103.55 billion have been realised. Local 

investors contributed 61% or RM149 billion of the total 

cumulative committed investments while the balance of 

RM95 billion (39%) came from foreign investors. More 

than 717,000 jobs have been created in various economic 

sectors, including logistics, creative, tourism and 

education, since the inception of IM. 

Ugrf Hmfmp%q npmvgkgrw rm Qgle_nmpc* gr qf_jj amlrglsc rm

benefit from FDI, tourists arrival and industrial activities 

originating from the island nation. More residential 

developments targeted at foreign buyers are expected to 

emerge in Johor. 

ISKANDAR MALAYSIA

PROPERTY OVERVIEW ðMAIN MARKETS

Summary of Gross Domestic Product, 2012 ð2016 

Source: DOSM, CBRE | WTW Research

Year 2012 2013 2014 2015 2016

Johor

GDP at Current Prices (RM mil.) 88,029 91,289 99,997 106,709 116,679

GDP at Constant 2010 Prices (RM mil.) 84,050 87,974 93,665 98,880 104,480

GDP Growth (%) 6.5 4.7 6.5 5.6 5.7

Population  (mil.) 3.46 3.47 3.56 3.61 3.65

Average Annual Population 
Growth rate (%)

1.4 0.7 2.4 1.4 1.1

Unemployment Rate (%) 3.1 2.8 2.6 3.1 3.6
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R E S I D E N T I A L  - T H E  M A I N  C O N T R I B U T O R

Hmfmp%q npmncprwmarket decreased in transaction volume 

by 16% from 47,725 in 2015 to 40,066 for 2016. In 3Q 2017 

the transaction volume was 28,570 units.

The Residential sub-sector continued to be the main 

contributor with market share of 65% to 65.4% followed 

by the Agriculture sub-sector of 18.9% to 20.7%. The other 

sub-sectors are Commercial of 9.4% to 8.4%, 

Development Land of 4.2% to 3.7% and Industrial of 

2.4% to 1.8%. In 3Q2017, the trend was same as previous 

years with the Residential sub-sector at 64%, followed by 

the Agriculture sub -sector of 21.9%. The Commercial, 

Development Land and Industrial sub -sectors were 7.7%, 

4.3% and 2.1% respectively.

C OMME R C IAL  S E C T OR S  R E MAINE D AC T IVE

According to NAPIC, the existing stock of purpose-built 

office (PBO) was 96 buildings with the total space of 

9,760,638 square feet as of 1H 2017. The supply of PBO 

remained on an uptrend with numerous completions in 

Iskandar Puteri.

The supply of retail malls has fluctuated from year to year 

between 2011 and 2015. Nevertheless, in recent years, 

construction remained active with the introductions of 

AEON Bandar Dato Onn, IKEA Tebrau and Paradigm Mall 

Johor Bahru in 2017.

These 3 malls injected to 2,402,812 square feet of floor 

areas to the total retail space of 16,644,329 square feet. 

MORE NEW ENTRANTS

There were 1 new hotel which added 200 rooms to 

existing supply of 8,451 rooms in 2017. Another 1,509 

rooms and 800 rooms are targeted for completion by 2018 

and 2019 respectively. In 2020, there will be another 318 

rooms entering the hotel market. By then, total rooms in 

IM will be approximately 11,078 rooms. 

Jma_j _lb dmpcgel gltcqrmpq _pc tclrspgle glrm GK%q
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looking at green modern industrial parks with gated and 

guarded facilities and sizeable built -to-suit units. 
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