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Increase supply to stop home prices surging amid economic downturn
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It is still too early to talk
- about economic recovery in
@ Hong Kong as the Cov-
id-19  pandemic continues.
However, property prices have already
returned to historical high levels, as pric-
es of 50 indicator private housing es-
tates have reached a 2I-month high
while being on the rise for four consecu-
tive months. It is undeniable that high
commodity prices and central banks in-
jecting liquidity into global markets
have both played a part in driving prop-
erty prices out of line with economic
conditions and the average income of
citizens. However, the long-term short-
age of land and housing is also a crucial
factor that has led Hong Kong to its
current predicament. The government
should think out of the box and stabilise
the property market by speeding up
land development, reasonably increas-
ing the plot ratio, and expanding pub-
lic-private partnerships, so that the citi-
zens' needs for homeownership could
be met.
Reported at 183.68 points, the latest

Centa-City Leading Index (CCL) rose

by 0.23 per cent week-on-week to a
20-month high since September 2019,
only about 3.6 per cent away from the
historical high recorded at the end of
June 2019. According to the latest re-
search report by the local real estate
agency Ricacorp, the average price of
the 50

Hong Kong also rose for the fourth con-

indicator housing estates in

secutive month by 1.2 per cent com-
pared  with  March, reaching a
21-month high of HK$15,268 per sq ft
last month. The price level is nearing
the historic high recorded just before
the outbreak of the anti-government
protests in mid-2019.

The Consumer Price Index (CPI) for
April released recently by the United
States  climbed 4.2 per

year-on-year to a 12-year high. As mar-

cent

kets around the globe worry about di-
minishing buying power due to infla-
tion, asset prices are set to surge fur-
ther. The market expects that as the
pandemic stabilises gradually and the
unemployment rate declines, property
prices may continue to reach new highs

in the coming few months.
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Hong Kong's housing market has re-
mained white-hot despite the impact of
both the anti-extradition law amend-
ment protests and over a year of Cov-
id-19 pandemic. On the one hand, it is
because central banks around the
world, mainly led by the US Federal
Reserve, continue to implement quanti-
tative easing policies to save the econo-
my. By the end of 2020, the Federal Re-
serve alone has injected US $7tn into
the global economy, and banks in Hong
Kong are "flooded with cash". This has
caused mortgage-related interest rates
to remain at a very low level, increasing
the incentive for the public to buy prop-
erties to preserve the value of their as-
sets.

On the other hand, it is due to the
well-known fact that the supply of housing
in Hong Kong is lagging far behind the
demand. According to figures from the
Buildings Department, the number of pri-
vate flats which have commenced con-
struction last year was only 6,704, which
is a six-year low. The number of private
housing that commenced construction in

the past three years has shrunk significant-

ly from around 18,000 to 20,000 units
during 2015-17, to less than 13,000 units
during 2018-19. The number took a
worse turn and slumped to less than
10,000 units last year. A supply gap on
private housing is expected to hit the mar-
ket in 2023 at the soonest. As the imbal-
ance between supply and demand persists,
citizens flock to buy homes with the per-
ception that the later they enter the mar-
ket the more expensive it would become,
driving up home prices even further as a
result.

The land used for residential purpos-
es in Hong Kong only accounts for 7
per cent of the total land. Although
there are quite many plots of land to be
developed, progress has been slow for a
long time. Early consultation papers
written by the Task Force on Land Sup-
ply mentioned that it would take 11 to
14 years to turn "potential sites" into
"disposable sites". Organisations and
various stakeholders have called for the
government to remove barriers to speed
up land development and increase sup-
ply.

At present, land development poten-
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tial in the New Territories is restricted
by land-use policies and planning due
to plot ratio limits. In response to this,
there had been suggestions for the gov-
ernment to adopt a mixed development
subsidised

housing. Development projects could be

model that could provide

given a higher plot ratio under this pro-
posal, but developers would be required
to sell a certain number of units to qual-
ified citizens as subsidised housing in re-
turn. This can not only increase the sup-
ply of housing in the private market,
but also cater to the homeownership
needs of low-income and middle-class
families.

The shortage of land and housing is
one of the deep-rooted contradictions
that affect the livelihood of the people
of Hong Kong and the stability of the
society. The government should demon-
strate its vigour and determination in
following feasible suggestions. Land de-
velopment procedures should be simpli-
affordable
should be provided to the general pub-

fied and more housing

lic, so that the people can live in peace

and work in contentment.
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