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RELAXING THE CONDOMINIUM ACT

LIL

&
Changing pmperty restrictions to allow more forelgn owmershlp w1_1_1 help hft the marIcet from the
economic doldrums Says Nigel Comick 5 :

i here is no doubt that these are

\ M challenging times for all busi- |

vestment has waned, political
instability is now in its second
~ year, and the global credit
crunch has further compounded the tuugh
‘times we are experiencing,

This has posed several challenges but at |

‘the same time has presented a number of
opportunities.

In the property market, the Condominium

Actallowance for foreign ownership currently
stands at 49% of the saleable area and in-
creasing the quota represents an opportunity
to attract international investment while not
affecting the principals of Thai ownership
that are well established in the country.
Strong demand from international inves-
“tors still exists in Thailand, but a decline in

nessesin Thailand, Foreignin- |

!sales throughout the upper end of the property |
market is expected in the future if thereisno

supply to meet the demand.

The main cause for the possible decline is .

‘that the foreign quota at 65 projects in Thai-

land is sold out, while demand is rising as
seen in the number of foreign enquiries that |

lare up 10% or more for some developers.

For us, foreign enquiries reached 6,716 1in

2007 for a monthly average of 560. Thisyear's |

monthly average has hit 622 to date and the |

annual tally is set to pass 7,000,

However, developers cannot fill this pent
up demand due to Thailand's foreign quota
restriction. This is the «case in 35 Phuket
projects, 20 developments in Pattaya and 10

‘in Bangkok's high-end sector where the
foreign quota has already been reached..

one or two years to bring the industry a

A closer look at these projects shows billions |

of baht in potential sales if the foreign quota

restrictions were relaxed.

- For example, Phuket's 85 projects are
valued at 20 billion baht, and analysts estimate
that foreign demand is as high as 90%. As
such, lifting the quota could bring in eight
billion baht billion in additional sales,

Pattaya's projects, where the quota is full,

are valued at 35 billion baht, and estimates =

say thereis a further 30% in foreign demand,
‘which could account for another 10,5 billion
baht in sales. 5
The Bangkok properties could sell appmx-
‘imately 20% of the unsold units to foreigners
for some nine billion baht, as actual foreign
demand in high-end projects is 70%.
By increasing the foreign quota, the market
could sell 3,000 to 5,000 units over the next |
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substantial 25 to 30 billion' baht at a time
when developers and banks are concerned
about lacklustre domestic demand.

. To address the slowdown, the Finance
l\dinistr;zrecenﬂyproposedfourpnssiblerem-
edies.

One is to :educ_e the special business tax
on property transactions from 3.3% to 0.11%,
the transfer fee from 2% to 0.01% and the
‘mortgage registration fee from 1% to 0.01%.

Other possibilities being.considered are a

reduction in the corporate tax from 30% to

26% and increasing the land-'leaSe period
from 30 to 90 years.

- However, the fourth and best proposal is
to increase foreign ownership quotas beyond
the current 49%.

This would stimulate sales and help sustain
long-term growth in the market and re-
establish foreign confidence in the Thai market:
recently affected by political instability, and

its quickimplementation would costnothing |

while almost !m;xledlately generaﬂngbﬂ]im ‘extension of the

in revenue.
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It should also be noted that foreigners’
must pay with cash transferred from overseas
as loans are not allowed for foreign buyers,
and they cannot make purchases in baht
held in Thai banks, ThisWnuld bringin much
needed foreign currency in the country.

Raising the quota would also instil more: |

‘confidence in foreign buyers seeking long-~

term opportUIﬂttes, while benefiting the gov-
ernment through income taxes on sales and.
the various fees collected from transactions.
~ Benefits would also go to companies that
manufacture building materials and the con-

‘tractors who build the projects.

- The tourism sector would also gain as

' OWNErs wﬂl spend more money during longer
visits, and high- -end lnng—smy tourists will

bedrawn by the luxuryaccommodation offer-

, _ed by owners who rent their units.

The trickle-down effect would have positive
ramifications: ﬂmmghoutnumernus industries
injecting welcome funds into the economy.

However, it must be stressed that any

yreign quota needs toaddress |
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