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EXECUTIVE SUMMARY 
YEAR AT A GLANCE 

Sales Market Rental Market

• Private home prices in the Outside Central Region (OCR) are 
expected to drop by about 2.5 percent in 2017, down from 
3.1 percent in 2016 and 3.7 percent in the year before. 

• Home buyer affordability will be affected by the ongoing 
cooling measures, particularly the Total Debt Servicing Ratio 
(TDSR) and Mortgage Servicing Ratio (MSR).  

• In a bid to prevent an oversupply situation in the market, 
fewer government land sales sites will be released. This will 
cut the housing supply by a few thousand units in the next 
two years.   

• New private home sales are expected to reach about 8,000 
units in 2017. Pent-up demand in the market is likely to 
contribute to better take-up rates at projects with good 
location and pricing attributes.  

• The URA’s rental price index for private homes fell 10.6 
percent between Q3 2013 and Q3 2016. Analysts are 
forecasting a significant drop in rents of up to 15 percent    
this year.   

• The volume of foreign manpower is still increasing, but at 
a slower pace. The slowdown in the global economy and 
the volatility in some industries has resulted in numerous 
layoffs and renters tightening their belts.  

• Renters are expected to focus their attention on the OCR 
for good rental deals, as prices there fell the most by 6.7 
percent in 2016.   

• Landlords are expected to provide more incentives to 
attract tenants, such as flexible lease terms and furnishings 
to prevent their units from being left vacant over long 
periods of time.
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PRIVATE HOME
SALES OUTLOOK 
FOR 2017

Sales of private units were up in 2016 and the 
number of unsold units has been falling. 

For 2017, private home prices will continue to fall, 
albeit at a slower pace. The number of unsold units 
will decline further, especially in the prime segment 
of the market. 

Eager home buyers waiting on the sidelines will see 
this as a sign that it may be a good time to enter 
the market.  
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The industry’s long wait for an upturn in private home prices in 
Singapore is slowly gathering pace, but this might run counter to  
home buyers hoping for a continued decrease in prices. According 
to PropertyGuru’s Property Sentiment Survey for H2 2016, overall 
satisfaction with the property market was at a low of 36 percent. 
This is an increase from 28 percent in 2015.  The survey polled 
571 consumers. 

The top reasons for dissatisfaction were the high cost of housing 
(50 percent), concerns about the economy (42 percent) and strict 
housing policies rolled out by the government (37 percent). 

But worries over high house prices should ease somewhat after 
the market subdued further. Data from the Urban Redevelopment 
Authority (URA) shows that overall private residential prices declined 
by 0.5 percent in Q4 2016, slower than the 1.5 percent decline the 
quarter before. Year-on-year, private home prices fell 3.1 percent as 
compared to a 3.7 percent decline in 2015.

Specifically, prices of non-landed private homes in the Core Central 
Region (CCR) rose 0.1 percent, compared to a 1.9 percent decline in 
Q3 2016. Prices in the Outside Central Region (OCR) fell 0.6 percent, 
compared to a 1.0 percent decline in Q3 2016. However, out of the 
three regions, non-landed home prices in the Rest of Central Region 
(RCR) fared the worst, falling 2.0 percent, compared to a 1.0 percent 
decline during the previous quarter. 

For the landed segment, prices rose 0.8 percent, compared to 
the 2.7 percent decline in Q3 2016. Many analysts have largely 
discounted the price increase as a mere one-time blip. Nicholas 
Mak, Executive Director at SLP International, was quoted in the 
Business Times, saying that the quarterly rise in the landed price 
index was a technical rebound caused by a 2.7 percent quarter-on-
quarter drop in Q3 2016. The index fell an average of 1.2 percent 
each quarter from Q4 2013 to Q2 2016. 

Similarly, analysts at Credit Suisse recently did a study on the latest 
URA data and found that among the total transactions recorded in 
2016, resale volumes rose by 32.8 percent year-on-year in Q4 2016 
as buyers continue to seek better value propositions amid the 
weak market. 

Source: URA, Credit Suisse

YoY sales performance by property segment
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Taking a closer look at historical transaction volume

Looking at the historical trend in transaction volume, we noted a gradual 
increase starting from Q1 2015 while the URA price index continued to 
decline. The trend was particularly strong in the resale market. 

The rise in overall resale volumes is especially felt in the CCR, where the 
number of units transacted has risen by nearly two folds since Q2 2016, 
though it dipped slightly towards the end of the year. Nevertheless, the 
overall trend is still rising for resale volume transactions in the CCR.

In 2016, there were 7,972 units transacted in the primary sales market, up 
7.0 percent from the low of 7,316 units in 2014, and 7,440 units in 2015. 

The increase in primary sales volume was especially significant as 
there has been a steady decline in land sales since 2011, hence the 
number of available units for sale.

Looking at the new launch data for 2016, Credit Suisse noted that 
private residential sales are picking up. For instance, MCC Land’s 
The Alps Residences launched 626 units in December 2016, selling 
more than half, or 360 units. 

Source: URA, PropertyGuru

Transaction volumes and URA property price index

Source: URA

Private residential transaction volumes in Core Central Region
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data is that the number of units launched but unsold in the CCR 
has also been coming down on a quarterly basis, with the figure 
dropping by 17.9 percent. This latest trend could be pointing 
towards a gradual turnaround in the overall sales turnover of new 
high-end private properties located in the CCR area, and a greater 
confidence among buyers looking to buy new properties in the 
prime districts. 

For 2017 and beyond, the latest URA data also revealed that the 
supply of private residential units and ECs are expected to trend 
downwards. The pace of declines look significant with over 5,000 
units being trimmed from the pipeline supply in 2018, followed 
by another 4,000 over units in 2019. The aggressive cut in supply 
could also be pointing to the government’s resolve to prevent an 
oversupply situation in the private residential market by releasing 
fewer Government Land Sales (GLS) sites. 

PropertyGuru thinks that the tightened supply does not 
necessarily mean that prices will increase, since home buyer 
affordability remains restricted due to the ongoing cooling 
measures, particularly the Total Debt Servicing Ratio (TDSR) for 
private condos and Mortgage Servicing Ratio (MSR) for ECs. 

External factors, such as interest rate hikes, uncertain economic 
conditions and political tensions in the region are also expected 
to keep prices subdued.

Source: URA, Credit Suisse

Backlog of private residential units going forward

According to the URA, there was a total supply of 40,913 uncompleted 
private units (excluding ECs) at the end of Q4 2016, compared to 43,913 
units in Q3 2016. Out of the 40,913 uncompleted units in Q4, there were 
19,071 unsold units. A noticeable statistic in the latest Q4 2016 URA 
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people turning up at its showflat over its first weekend of preview 
last month, reported the Straits Times. 

PropertyGuru expects transactions to reach around 8,000 units 
as buyers waiting on the sidelines realise that prices will not drop 
significantly, and the government has no plans to review the 
cooling measures anytime soon. Projects with good location and 
pricing attributes are expected to move at least 150 to 200 units 
within the first month of launch.

This has resulted in property developers choosing to reduce unit sizes 
to reduce overall quantum to maintain affordability. They are able to 
do this because GLS prices in 2014 and 2015 were trending downwards. 
With lower land sale prices, it also means that developers can pass on 
some cost savings to home buyers. 

Private residential price expectations for 2017 

PropertyGuru expects prices for the OCR to decline by 2.5 percent on 
the back of excess supply. However, an underlying level of support for 
properties in the CCR and RCR due to tighter supply should see prices 
in these regions see smaller declines of around 1.5 percent in H1 2017. 

New home sales could hit 8,000 units in 2017

As for new developer sales in 2017, Colliers International is forecasting 
around 7,500 to 8,000 units sold, similar to the levels seen in 2015 and 
2016. They expect buyers to remain cautious and selective, favouring 
projects that are priced affordably and / or close to public transport 
nodes and amenities. 

Credit Suisse is also predicting primary sales to be maintained at 8,000 
units, given better take up rates at new launches. So far this year, 
two private residential projects have been unveiled to buyers. UOL’s 
The Clement Canopy drew more than 5,000 prospective buyers to its 
showflat during its preview in February, and subsequently sold close 
to 200 units on the first weekend of launch. The other major launch 
garnering attention is Grandeur Park Residences, which saw 10,000 

Source: Credit Suisse
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• The total number of unsold units in the market 
is falling, especially in the central region, which 
saw the figure drop by 17.9 percent in Q4 2016 
from the previous three-month period.  

• Buyers have increasingly been taking 
advantage of the weak market to look for 
good property deals, especially in the resale 
market. Overall, sales of private units rose by 
16 percent in 2016 from the previous year. 

• The pipeline supply of new homes is expected 
to drop significantly over the next two years 
as the government looks to release fewer land 
sites to prevent an oversupply situation.  

• The residential market seems to be less 
subdued, with prices expected to decline by 
2.5 percent for OCR properties, and remain flat 
for CCR and RCR properties. 
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PRIVATE HOME
RENTAL OUTLOOK 
FOR 2017

The vacancy rate in the rental market is expected 
to increase as more new units are completed. 

At the same time, foreign employment growth 
continues to moderate while concerns grow over 
rising unemployment. 

This will put further pressure on rental prices, and 
it will remain a tenant’s market. As such, landlords 
will need to provide incentives to attract tenants.



Property Market Outlook
H1 2017

10 

In a recent report issued by OCBC Investment Research, analysts 
predict the current physical oversupply situation to persist in 2017, 
and this will continue to drive falling prices. The glut in housing 
supply has caused the island-wide vacancy rate to rise 3.3 basis 
points from 5.4 percent at end 2012 to 8.7 percent at end Q3 2016. 

The rise in housing supply has also caused the URA’s rental price 
index for the private residential sector to slump 10.6 percent as 
of end Q3 2016 from its peak in Q3 2013. These factors thus led 
analysts to forecast a drop of between five to 15 percent in private 
residential rents in 2017. 

Housing supply so far

Source: URA, OCBC Investment Research

Figure 2: Historical vacancy rate in the private property market

Source: URA, OCBC Investment Research

Figure 1: Physical oversupply situation to persists over 2017

The economic slowdown has caused many businesses to initiate 
retrenchment exercises, or limit their operating expenditure plans in 
order to contain costs. This, coupled with the ongoing sizable housing 
supply, has caused concerns among landlords about continued pressure 
on rental yields. 

Landlords who are impacted the most include those who are heavily 
dependent on rental income to tide over their mortgage payments, and 
those who rely on rental income for their retirement needs. Given the 
expected rise in interest rates, especially with the benchmark three-
month SIBOR reaching close to the one percent mark, and possibly 
rising to as much as 1.5 percent by end 2017, many landlords are trying 
to figure out how to juggle the expected low property rental yields and 
higher borrowing costs.
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Foreign workforce numbers and market volatility. This has resulted in many renters taking a 
more cautious approach and seeking more affordable properties, 
such as HDB flats. 

ERA Research also said that with the MOM raising the minimum 
criteria for new Employment Pass applicants to $3,600 per month 
in 2017 onwards, they expect this ruling to further restrict the 
tenant pool for private homes, causing rents to be negatively 
impacted in the process.

Meanwhile, the government’s push for more productivity, 
especially in the manufacturing and construction sectors, will 
see more skilled migrants being employed in these industries. 
Although they bring with them a certain level of expertise, they 
might not command higher salaries. At the same time, they are 
unlikely to benefit from generous housing allowances, which 
should see them looking to less expensive areas outside the 
central region, or sharing rental costs with roommates.

According to URA data, rentals of non-landed private residential 
properties fell 3.3 percent and 1.9 percent in the city and city- 
fringe areas respectively during 2016. However, rentals in the 
suburbs fell by 6.7 percent over the 12-month period, which 
should make it more attractive to tenants on a tighter budget. 

Source: Ministry of Manpower

Employment Pass (EP) and S Pass volume

Statistics from the Ministry of Manpower (MOM) showed that as of June 
2016, the volume of foreign manpower, although higher than in recent 
years, has increased at a slower pace between December 2015 and 
June 2016. The levelling of foreign employment numbers could be in 
response to various corporate restructuring activities initiated by many 
sectors in response to the global economic slowdown. 

In addition, several firms in the finance and oil and gas sectors have been 
announcing layoffs in the past year due to the weaker global economy 
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What are the trends for overall rental costs in Singapore?

Based on the latest consumer price index report for November 2016, 
we noticed that over a one-year period from 2015, overall home rental 
index costs (100 being the breakeven level) declined from a peak of 98.6 
in January 2015 to a low of 90.8 in October 2016. The decline in rentals 
coincides with the rise in the total supply of homes and lagging total 
population growth that is able to fill the gap in supply growth.

The lower rental costs could also be attributed to more landlords 
offering rental incentives, and/or shorter lease tenures to entice their 
tenants to take up units. The bargaining power has clearly tipped over 

to tenants, and sometimes, landlords do not have a choice, but to 
yield to the realities of market forces. 

Meanwhile, OCBC Research expects benchmark interest rates for 
mortgages to rise 80 to 200 basis points from now till end 2020. 
The impact of rising interest rates together with falling rentals is 
expected to put further pressure on rental yields for investment 
homeowners in Singapore. 

While gross yields are likely to compress to below two percent, 
once costs of ownership are factored in, landlords are still likely 
ww to pay for some costs out of pocket. 

What is the trend of rental prices in prime districts?

According to the URA, rentals of non-landed private residential 
properties in the CCR fell by 3.3 percent during 2016. This was not 
surprising due to the large number of project completions across 
the island in 2016, said property consultancy Edmund Tie & Co. 
There were another 4,433 private units completed in the fourth 
quarter of 2016, which contributes to the high vacancy rates. 
Current vacancy rates in the CCR stands at 9.6 percent, which is 
still at an elevated level. 

This, together with the uncertain economic environment and 
jittery job market in top paying sectors like oil and gas, and 
financial services, is expected to continue to put pressure on 
prime rental prices. 

Source: Singstat

Housing and utility costs ( seasonally adjusted)
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A breakdown of some monthly psf rents and absolute dollar rent 
comparisons found in prime districts 9, 10 and 11 are found below:

He cited some of the reasons for the significant declines in rental 
prices in the prime districts, including the falling volume of 
expatriates, and companies cutting their relocation packages of 
these foreign assignees due to budget constraints. He also noted 
that supply and demand dynamics also play a part, with the 
former being the dominant factor for overall rental declines. 

Cheong highlighted that the vacancy rate as of Q3 2016 stood at 
around eight to 10 percent, and he expects overall vacancy rates 
for non-landed private residential developments to come in at 
around 12 to 13 percent this year.

Eugene Lim, Key Executive Officer at ERA Realty, is expecting 
overall private property rents to decline in the range of 3.0 to 5.0 
percent this year, and the number of completed units is expected 
to moderate to 13,284 units in 2017 from approximately 20,000 
units last year. 

However, he has a different take on the outlook for private 
property rentals on a regional basis. He is expecting the suburbs 
to bear the brunt of the rental decline due to an increase in the 
number of recently completed private residential projects located 
in the area. As for rents in the prime districts and city-fringe, he is 
expecting a more measured pace of decline.

On the outlook for private property rental yields, Lim expects 
gross yields to remain stable at around 2.5 to 3.5 percent for non-
landed private residential properties this year, and the range is not 
far off from the median yield estimates of three percent in 2016. 

Source: PropertyGuru (Note: Rental transactions were obtained as of 20 January 2017)

Outlook for private property rentals

Most of the analysts we spoke to are not optimistic on the general 
outlook for the private property rental market this year. For example, 
Alan Cheong, Senior Director at Savills Singapore, is predicting rental 
prices in prime districts to decline by another 10 percent this year, 
followed by declines of around five percent for the other regions, 
including the city-fringe and the suburbs. 
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Continued financial resilience among landlords despite 
falling rents  

Although there is an overall general decline in private property rentals, 
landlords are still holding on to their units, and are keen to rent out 
their units despite falling demand. Both Cheong of Savills and Lim of 
ERA noted that despite being financially challenged with mortgage 
loan payment obligations each month, landlords will be more willing 
to adopt a flexible stance like relaxing some of the lease terms and 
offering some furnishings as long as the apartments are not left vacant 
for significant periods of time.

At the same time, landlords who purchased under the TDSR regime, 
given the emphasis on prudence, have more buffer to tap into, to 
weather this lean period. 

With vacancy rates in the prime areas still high, leasing conditions 
will remain challenging this year as there is a greater mismatch in 
expectations between landlords and tenants. The drop in the number 
of tenants drawing higher salaries, especially in volatile sectors like oil 
and gas, and financial services, will further subdue leasing demand. 
As such, we can expect rents to drop by another 5.0 percent to 
10 percent in 2017. 

• Foreign employment growth has slowed 
in the past year, putting downward 
pressure on rents in Singapore, 
especially in the prime districts. 

• The housing oversupply situation is 
likely to persist in 2017, with the vacancy 
rate expected to hit a high of 12 to 13 
percent this year.  

• Rental yields will continue to be under 
pressure in 2017, both in the prime 
districts and suburbs. 

• Despite falling demand, landlords 
hope to draw tenants by dangling 
carrots, such as  flexible lease terms and 
furnishings, among other incentives.


