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Hedging against economic uncertainties
One way to hedge against price volatility, but yield higher returns, is to mark out properties
in areas within the CCR earmarked for further growth. By Lee Nai Jia

A

MID uncertain economic conditions
arising from global tensions, the
prices of private residential properties in Singapore have remained resilient.
Based on the Urban Redevelopment Authority’s latest residential flash estimates,
the overall property price index (PPI) for
private residential homes increased 0.9
per cent quarter-on-quarter (q-o-q) to
152.5 points in Q3 2019. That made for a
second consecutive q-o-q improvement in
the prices of private homes.
The Core Central Region (CCR), comprising Districts 9, 10, 11, the Downtown Core
Planning Area and Sentosa, saw the most
significant price increase out of all market
segments. The PPI of non-landed private
residential homes in the CCR rose by 2.9
per cent to 139.2 points, higher than the
2.3 per cent increase in the previous
quarter.
In tandem with an overall improvement
in the prices of private residential properties, the sales volumes of non-landed
private homes has also increased. Data
from Realis indicates that the transaction
volume of these residential properties increased for the second consecutive
quarter as at Q3, though total sales volume
was much lower on a year-on-year (y-o-y)
basis due to the cooling measures implemented in July 2018.
The general increase in the sales
volume and prices of non-landed private
residential homes suggests that the underlying demand for such residential properties has remained robust. Given
heightened caution among investors in
light of ongoing economic uncertainties,
what should investors look out for in the
residential market amid a clouded economic outlook?

Precincts within the Core Central
Region earmarked for
further growth
Intuitively, most prospective homebuyers
seek freehold properties in prime districts
to gain from potential higher capital appreciation, as a result of lower risks coupled
with higher yields.
Empirically, the PPI of non-landed properties in the CCR over the past 12 years has
shown that homes within the region have
experienced the least volatility, from a pricing stand point.
However, private residential properties
in the CCR may not always guarantee a
higher price appreciation than those in
Rest of Central Region (RCR) and Outside
Central Region (OCR), in times of a market
upturn.
Many areas in the CCR are well developed, and prices of properties in these
areas have capitalised off their favourable
location. Barring any substantial development plans slated for the precinct, the
price movements of properties in the CCR

rehabilitation or treatment, and families of
patients may look to rent or purchase a
place in the surrounding area.
Additionally, residential properties in
the Novena medical hub vicinity may see
growing demand from medical professionals projected to be employed at the Integrated Intermediate Care Hub and the extended National Skin Centre Building.
As the developments are progressively
completed, median unit prices of new developments and median rents in the region
have been on the uptrend. Since Q1 2018,
the median rent of non-landed private residential homes in the Novena Planning
Area has risen slowly but steadily, with a
slight increase of 4.6 per cent y-o-y to
S$3.83 per square foot per month in Q3
2019.
Non-landed private residential properties in Novena are also in high demand,
with prices of new developments steadily
increasing since Q1 2018. As of Q3 2019,
the median unit price of new-sale nonlanded private residential units in the
Novena Planning Area rose by 76.4 per
cent, over the last decade.

Precincts with limited pipeline
supply

Residential properties in the Novena medical hub vicinity may see growing demand from
medical professionals projected to be employed, for example, at the Integrated
Intermediate Care Hub and the extended National Skin Centre Building. BT FILE PHOTO

Underlying demand
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should broadly align with overall market
conditions.
As such, one way to hedge against price
volatility, but yield higher returns, is to
mark out properties in areas within the
CCR that are earmarked for further growth.
For example, the Master Plan for Health
City Novena and its many amenities and facilities are expected to come onstream in

2030, but home prices in the area will only
fully capture the value of upcoming developments when completed. In tandem, the
expansion of the health cluster is projected to progressively boost demand for
private residential properties in the area.
When completed, the high-quality medical facilities in Novena are expected to attract more medical tourists to the area for

A common concern among risk-averse buyers stems from the availability of private
residential homes in the pipeline and its
possible impact on future prices. Real estate is, however, often differentiated
through locational and physical attributes.
A potential method that prospective homebuyers could leverage on includes looking
at residential projects located in well-established and integrated regions in the Central area.
For instance, there is limited supply in
the Downtown Core Planning Area within
the CCR, as most of the areas are highly-developed with commercial developments.
Realis data shows that there are currently
489 units in the pipeline and 519 completed but unsold private residential units
in the Downtown Core region.
The other way to spot areas with limited supply is to find the precincts in the
CCR that are heavily built-up, and of land
parcels earmarked for institutional or commercial development.
In Novena, for example, there is limited
supply of private residential homes in the
medical hub as most are reserved for the
expansion of medical facilities or green
parks. Neu at Novena, a freehold development with 87 residential units, is one of
the few notable new projects in the area.
Despite economic uncertainties and the
Additional Buyer’s Stamp Duty regulations
in place, there are still investment opportunities for prospective homebuyers, be
they for wealth preservation or for capital
gain. By targeting regions with significant
development plans slated ahead, homebuyers can look to benefit from possible
positive spillover effects of investment
homes in the area.

✑ The writer is Head of Research,
Knight Frank Singapore
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