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Singapore property players more optimistic in
Q2 on expected interest rate cuts: NUS poll

Based on the survey, 73.1% of respondents indicate a slowdown in the global economy as the top risk

By Samuel Oh
samueloh@sph.com.sg

SENTIMENTS in the property mar-
ket seem to be turning for the bet-
ter in the second quarter, based on
a survey by the Institute of Real Es-
tate and Urban Studies (Ireus) at the
National University of Singapore
(NUS).

Market sentiments remained
largely stable and cautiously posi-
tive as the market anticipates an
improvement in economic perfor-
mance in the second half of the
year amid persisting global insta-
bility, said Ireus.

“The economic fundamentals
hereare sound, and in tandem with
the upcoming easing of interest
rates, we would expect overall mar-
ket sentiment to improve further
over time,” said Ireus’ director Pro-
fessor Qian Wenlan, citing the 2.9
per centyear-on-year gross domes-
tic product growth in Q2, based on
the Ministry of Trade and Indus-
try’'s advanced estimates.

The Current Sentiment Index -
which follows changes in senti-
ment over the past six months -
bottomed out at 4.2 in Q3 2023,
and climbed to hit 4.8 in Q2 this
year, up from 4.7 in the preceding
quarter.

Notably, the Future Sentiment
Index — which tracks sentiment
changesinthe nextsix months-re-
mained constant at 5.1 in Q2, re-
flecting more optimistic senti-
ment, compared with the 4.5 rec-
orded three quarters earlier.

The Composite Sentiment Index
— comprising the Current Senti-
ment Index and Future Sentiment
Index, and serving as a barometer
of general prevailing sentiment —
remained constant at 4.9 in Q2
2024, which is below the neutral
score of 5.

“The market has remained con-
servative in view of various uncer-
tainties,” said Prof Qian.

“In addition to ongoing geopol-
itical conflicts, the stock market
rout of Aug 5 earlier this month
was triggered by fears of a US reces-
sion, which, in a hard-landing sce-
nario, could percolate worldwide,”
she added.

Top risks

The survey found that 73.1 per
cent of respondents indicated a
slowdown in the global economy
as the top risk to watch, with anoth-
er 46.2 per cent of them citing ris-
ing construction costs as potential
risks that may adversely affect sen-
timent over the next six months.

Concerns over job losses or de-
clines in the domestic economy
and the increased supply of new
development land ranked third,
cited by 38.5 per cent of respon-
dents.

“There is, however, a silver lin-
ing amid such a grim landscape,
since the USFederal Reserve hasre-
versed its stance on interest rates
and indicated thatit will likely ease
monetary policy,” said Prof Qian.

Lower interest rates and in-
creased credit availability could
help reduce business expenses, al-
leviating current concerns about
the rising costs of doing business,
she noted.

Other negative factors that may
impact market sentiment included
excessive supply of new property
launches, rising from 26.5 per cent
in the previous quarter to 34.6 per
cent in Q2.

About 30.8 per cent of respon-
dents raised concerns about go-
vernment intervention to cool the
market, increasing from 11.8 per
cent who said so in Q1.

The tightening of financing and
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liquidity in the market and rising
inflation and interest rates showed
significant declines during the
quarter, with the former dropping
from 47.1 per centin Ql to 19.2 per
centin Q2, and the latter decreased
to 19.2 per cent in Q2, down from
50 per cent previously.

Only 7.7 per cent of the respon-
dents said there is a risk of a real
estate price bubble increasing in
Q2, from 2.9 per cent in the previ-
ous quarter.

By sector

In Q2, prime residential and busi-
ness park/hi-tech space were the
worst performing sectors, with a
negative net current balance of 42
per cent.

In terms of future net balance,

prime residential recorded nega-
tive 27 per cent while business
park/hi-tech space posted nega-
tive 23 per cent.

“The slowdown in home sales in
the prime private market and the
rising vacancy in business parks
could be possible causes of the
weakening performance of the two
sectors,” said Sing Tien Foo, pro-
vost’s chair professor of real estate
at NUS Business School. He added:
“More headwinds will be expected
in these sectors, with uncertainty
on interest rates and the global ec-
onomic climate ahead.”

Current and future net balance
percentages are used to indicate
current and future sentiment.
They are based on the difference
between the proportion of respon-

dents who selected the positive
and negative options in the poll.

The office sector showed a neg-
ative 19 per cent for its current net
balance, but had the worst perfor-
mance of negative 38 per cent for
future net balance in Q2.

“Office and logistics rental
growth (are) tepid as economic tar-
diness is crimping business confi-
dence, while cost concerns remain
high on the agenda,” said a respon-
dent.

Others such as suburban resi-
dential and industrial/logistics
sectors continued to record nega-
tive scores in both its current and
future net balances in Q2.

In contrast, suburban retail and
the hotel/serviced apartments
were the only two sectors with pos-
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itive current net balance and future
net balance.

When it came to prime retail’s
current net balance, the sector reg-
istered a negative 8 per cent while
maintaining neutrality in its future
net balance score.

What developers expect

For new project launches, 56.2 per
cent of the developers surveyed in
Q2 expect amoderately orsubstan-
tially higher number of units to be
launched in the next six months,
while 31.3 per cent expect the num-
ber to remain the same. Only 12.5
per cent anticipate a lower number
of new launches.

In terms of pricing, 25 per cent
of developers believe prices to be
moderately higher for new launch-
es, up from 22.2 per cent in Ql.
About 75 per cent expect the price
level to remain the same. None of
them believe that unit prices will
decrease in the quarter.

A respondent added: “With in-
creased options available, home-
buyers are more discerning and
price-sensitive. Developers may
adjust pricing strategies, but major
price corrections are improbable
due to committed costs.”

Developers flagged land costs
as the top concern in Q2, cited by
87.6 per cent of them, slightly low-
er than the 88.9 per cent in QI.

Other key concerns include la-
bour (81.2 per cent), financing (81.2
per cent), building materials (75
per cent) and professional services
(56.2 per cent).

The Real Estate Sentiment Index
is the result of a poll among senior
executives involved in Singapore’s
real estate and development indus-
try, and includes developers, con-
sultants, financial institutions,
professional firms and service pro-
viders.



