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SUPPLY & DEMAND

To analyse any property market, the first thing to do is to study & comprehend
the SUPPLY & DEMAND of property units in that market. This is the core
fundamental which tells us to buy or to wait in a particular property market.
As we all know, when the supply meets the demand, the buying price is
generally reasonable from the angle of the buyers. And if there is an
oversupply of property units, the purchase price drops. The opposite occurs
when there is an under supply and over demand, the buying price increases.
With this fundamental clearly stated, we therefore begin our study by looking
at the SUPPLY & DEMAND of property units in Singapore in the next 10 — 20

years.
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Here is a summary of the projected numbers in the population, rail network, &
homes needed in Singapore from 2020 - 2030, a total of 10 years. From the chart
you can see the population in Singapore is projected to increase by 12% - 18%
which is 6.5 — 6.9 million by 2030. The MRT network will increase by 260% from
100km to 360 km. The number of homes within 10 min walk from MRT station
will increase from 7 to 8 in 10 homes. The land set aside for
residential properties will be 700,000 more homes by 2030. From these
projected numbers we can see the Singapore government is determined to
increase Singapore’s population, rail network, home ownership, and job

opportunities.

Source: Singstat, URA, Huttons Research
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5.64 million in 2018
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5.64 MILLION POPULATION IN 2018

This chart shows the annual population size in Singapore from 1960 to 2029,
which consists of the past 58 years (1960 - 2018) and the forthcoming 10 years
(2019 — 2029). It includes the Singapore’s annual projection of population
growth % by the Singapore government. For the past 12 years, the annual
population size grew by 2.1%. And, if Singapore wants to reach the population
size of 6.5 million in 2029, its annual population growth has to be 1.2%. And
to reach the population size of 6.9 million, the annual population increment has
to be 1.7%. With this projection, therefore, it is a known fact that the overall
population in Singapore will increase; and the question is simply by how much,
1.2% or 1.7% annually? This is an important factor to consider in analyzing the
property market demand & supply. As you can see, it is a no brainer that the
demand for property housing will continue to increase, so will be the housing

prices.

Source: Singstat, URA, Huttons Research 4
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New private homes to cost up to S$2,900 psf on average by 2030: DBS i .
report Singapore property prices to double by 2030:
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SINGAPORE — Projecting the population here to hit 6.3 million to 6.5 million
by 2030, a research report released by DBS on Wednesday Apr 16) forecasts
new private homes to cost between $52,300 and S$2,900 per square foot
(psf) on average by then — sharply higher than the current price.

Published on 9 Apr 2019 in Today titled “New private homes to cost up to S
$2,900 psf on average by 2030: DBSreport”. The five projections made by two
DBS property analysts on Singapore’s property projections in 2030.

e Singapore’s population to hit 6.3 million to 6.5 million

e Homeowners’ incomes and property prices to grow at compound growth
rate of 1.5 percent to 3.2 percent

e New private homes to cost between $$2,300 and $$2,900 psf by 2030

e Demand for private property to be between 12,000 and 16,000 units per
year

e Average size of private units to shrink to 840 sq ft
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Occupancy rate firming
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Here is the SUPPLY & DEMAND — OCCUPANCY RATE FIRMING. It shows the total
number of property units supplied into the market annually, and also its
occupancy rate. The supply here is referred to the number of TOP (Temporary
Occupation Permit) units in each year. As you can see, from 2014 to 2016 the
demand is lower than supply. But from 2017 onward the demand is higher than
the supply.

This is even more evident in 2018 where the demand is about two times higher
than the supply. What we see in 2018 is the total number of units supplied into
the market has dropped drastically, even though the demand has also dropped,
but it is still far above the supply. This phenomenon has evidently shot up the
price of properties in 2018. Consequently we foresee this upward trend to

continue in 2019.
Source: Huttons Research
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Market is undersupplied by ~30,000 units
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From the data assembled & analyzed here, it is evident that the Singapore
property market will be undersupplied by 30,000 units in the next 5 years. The
chart above shows the annual property demand of the last 5 years from 2014

- 2018, which averaged out to be 16,000 units annually.

Based on this annual average of 16,000 units which are ready to be stayed
(moved in), we tabulated the numbers of units (supply) going to TOP from
2019 to 2023 will have a shortfall of 30,000 units. You can also see, the annual
average of TOP units in 2018 dropped tremendously.

Source: Huttons Research
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Market is undersupplied by ~30,000 units
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Based on an annual average 16,000 units demand, we tabulated the amount
of units (supply) going to TOP in 2019, 2020, 2021 and 2023 will have a short
off of 30,000 units.

You can also see the projected numbers of TOP units from 2019 to 2023 are
below the annual average, except in 2022 where the supply will be above the
annual average. This shows we are & will be far under the supply of properties
from this year, 2019, onward. It shows that the annual supply of new homes
to be lower than the annual increase of population in Singapore. It is definite
there will be a shortage of new homes in the market.

This shortage of home supply is due to the recent increase of en bloc, as well
as the government’s control on land release for housing. Therefore, it is
important “to buy in” now because this decrease of supply of TOP units will
continue in the next 5 years. And if you decide to buy in later, you might not
be able to find a home to buy, let alone staying.

Source: Huttons Research
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On the assumption of 16,000 new units added to the market a year, we

estimate that absorption rate. As such, we project that prices will increase by
5% Compound Annual Growth Rate (CAGR) up to 2025 before dipping to 1.0%
CAGR over 2025-2030. This chart below reflects a steadily 5% CAGR on
different regions in Singapore.

Région  Location 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
OCR | -cfjs.f[‘“!f’- $1,200 $1,260 $1,323 $71,385 $1,459 $1,532 $1,608 $1,689 $1,773 $1,862 $1,955 52,052
ocRr H°“9"‘"9' $1,500 $1,470 $1,544 $1621 $1,702 $1,787 $1,876 $1,970 $2,068 $2,172 $2,280 52,394
IRCR | ﬁi,""‘_‘.h‘“’a $1,750 $1,838 $1,920 $2,026 52,127 $2,233 $2,345 $2,462 $2,586 $2,715 $2,851 52,903
- Upperﬂuklt -

RCRI  Timah, East  $2,000 $2,100 $2,205 $2,315 $2,431 $2,553 $2,680 $2,814 $2,955 $3,103 $3,258 3,421
EEF.‘ BLJE'LT,',T:“ $2,400 $2,520 $2646 $2,778 52,917 $3,063 $3,216 $3,377 $3,546 $3,723 $3,900 54,105
GYp Ot RIVET ¢ 200 $2,835 $2,977 $3,126 §3,282 $3,446 $3,618 $3,790 $3,985 $4,180 $4,308 54,618
cCr Novena, e Sy . = N
A Ne\i\&on, Bukit $2,600 $2,730 $2,867 $3,010 53,160 $3,318 $3,484 $3,658 $3,841 $4,033 $4,235 54,447
AN .,O’C'E".‘f $3,400 $3,570 $3,749 $3,936  $4,133 $4,339 $4,556 $4,784 $5,023 35,275 $5,538 55,815

Given different demand and income growth projections, we project property
prices to grow 3.2% (at 6.5m population) CAGR. This will translate to an
average price of ¢.552,300 psf to ¢.552,900psf, from S$1,446 psf in 2017.

Period

Period Period

2018F-2020F 2021F-2025F 2026F-2030F At 2030
At 6.5m population
Income Growth (%) 2.50% 2.50% 2.5% 2.5%
E;r’;‘;‘fe’rfsor LS E ML GG Number +13,500/yr +13,500/yr +13,500/yr +13,500/yr
Average projected growth in property price (%) 7.0% 3.0% 2.0% 2.0%
Price on S$psf basis S$ psf 1,759 2,198 2,727 2,908
Average size of a private property Sqft 1,030 950 862 840
Average property quantum S$'m 1.8 2.1 2.4 2.5

Source from DBS
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DISCLAIMER

Huttons Asia Pte Ltd collects and collates public information from sources that
include user input, real estate professionals, retail business, and government
agencies that include URA, SLA, Singapore Statistics, etc. We do not alter or
manipulate the accuracy of that data when it conducts analysis or presents
information in its Services. To the best of our knowledge, the raw data and
analytical output are accurate, but no decision should be made solely on these
numbers. Property investments are subject to risks, including possible loss of
principal amount invested. The value of properties may fall or rise. Past
performance or any prediction or forecast is not necessarily indicative of
future performance. Services rendered by Huttons Asia Pte Ltd. do not
constitute and shall not be construed as constituting investment advice or
recommendations and are prepared without regard to the specific objectives,
financial situations or needs of any particular person who may receive or use
the Services or Site. Investors should study all relevant information and
consider whether the investment is appropriate for them. You should seek the
advice of your financial, property, and legal advisors before purchasing,
renting, or selling property. If you are using information from Huttons Asia Pte
Ltd to make decisions regarding the purchase of goods or services from a retail
business marketing on www.huttonsasia.com, you should thoroughly consider
all your options or alternatives. Your purchase and investment decisions are
solely your responsibility.






