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e The housing market in the Bangkok Metropolitan Region (BMR) is forecast to decline steeply in 2020 because of: (i) the
sharp drop in domestic purchasing power as the economy weakens (Krungsri Research forecasts Thai GDP would shrink by
5% in 2020); this will be more pronounced in the first half of the year with worldwide lockdowns temporarily halting

economic activities and for some individuals, income; (ii) the anticipated global recession and its effect on foreign buyers;
(iii) enforcement of stricter LTV rules for buyers of second and subsequent homes; and (iv) excess supply of properties in

many areas. These will collectively weaken investor confidence and discourage property purchases.

e In 2021 and 2022, the market should gradually recover along with the economy, albeit also partly stimulated by higher
government spending to develop major new infrastructure and greater demand from expatriates investing or working in
Thailand. Condominiums will remain the main driver of Thailand’s housing market, but in the next two years the range of
developments would broaden to include leasehold deals, accommodation in mixed-use projects, and properties designed
to meet demand from the hi-tech health market. However, the housing market will continue to face challenges, including
changing accommodation preferences following the Covid-19 outbreak.

4 Overview

The real estate sector contributed 6% of Thailand’s GDP in
2019, which is significant to the national economy. A large
amount of capital circulates within the economic system and
supports rising employment and income. The sector is also has a
large influence on the direction of related businesses such as
construction, building materials, finance, consumer electronics,
furnishings and decoration.

The property sector consists of three principal segments:
residential, commercial, and industrial. In Thailand, two-thirds of
the property market (by value) is derived from residential
transactions (source: World Bank). Developers of residential
properties normally focus on Thai customers because Thai law
stipulates that non-Thais may legally own only condominiums
and only up to 49% of total salable area in any project. For
detached housing and townhouses (also called rowhouses or
shophouses), the ownership regulations for non-Thais are more
onerous.

The housing market is split between self-built housing and
housing projects. 70% of housing projects constructed during
2015-2019 are located in BMR (Fig. 1 and 2). This market had an
annual value of around THB460bn but since 2012, developers
have started to look beyond the Bangkok region. The shift in
focus followed the major flooding in BMR and central region near
the end of 2011 and the decision by the government in 2012 to
increase spending on infrastructure in provinces. This prompted
developers to place greater emphasis on investing in housing
projects in provincial centers, the majority being low-rise housing
due to the availability of land outside Bangkok. However,
upcountry consumer purchasing power weakened in 2015 and
2016 after agricultural goods prices dropped, and this caused
developers to switch their attention back to projects in the BMR.

Figure 1: High-rise Housing:
Construction Permits
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Source: Real Estate Information Center (REIC)

Note: Bangkok Metropolitan Region (BMR) is defined as Bangkok and
the five adjacent provinces of Nakhon Pathom, Pathum Thani,
Nonthaburi, Samut Prakan, and Samut Sakhon.

Figure 2: Low-rise Housing:
% Land Allotment Permits
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Note: Based on the number of units permitted for land allocation. Low-rise
housing includes detached houses, duplexes, and townhouses.
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Currently, over 80% of new housing units in the BMR are in

projects developed by commercial housing developers (Figure Table 1: Market Share of Developers
3). Table 1 shows that large developers (those listed on the SET .
and their subsidiaries) control 60-70% of the market by volume Year number of units (%) Value (%)
and value. Because large companies are able to manage costs Plc. Non-Ple Ple. ponBlc
more effectively than their smaller peers, they are also in a 2008 o e oL 49
position to buy larger land bank which would reduce project 2009 56 44 55 45
development cost. They can also undertake several projects 2010 ad 39 67 33
simultaneously which improves economies of scale. And they 2011 = e 61 39
benefit from stronger branding and marketing networks. 2012 62 38 63 37
2013 69 31 68 32
Since 2008, high-rise residential buildings have represented a 2014 69 31 68 32
larger share of new projects than low-rise segment. An average 2015 60 40 63 37
of 70% of new housing units in the market have been 2016 84 16 81 16
condominium units (Figure 4) due to the declining availability of 2017 77 23 78 22
land, and consequently, higher prices for development land. The 2018 73 27 73 27
extension of rapid mass transit lines (MRT and BTS) has also led 2019 63 37 71 29

to housing projects springing up along new routes and near
stations. These led to the increasing popularity of high-rise
residential developments.

Source: Agency for Real Estate Affairs (AREA)
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Figure 5: Property Cycle, GDP Growth, and Major Events
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4 Situation

Following the 1997 Asian Financial Crisis, the housing market flipped from a “bubble” to “oversupply” as new supply had
outpaced sales over several years.

e 1997-2006: The 1997 Asian Financial Crisis led to a 5-year depression in the BMR property market (1997-2001). The
collapse in consumer purchasing power triggered a dramatic slide in the sale of new units to an average of only 20,000 per
year. This was sharply lower than the pre-crisis average of 148,000 units per year in 1994-1996. In 2003, after the
economy recovered, new investment started to pick up again (Figure 6). During 2003-2004, there was significant
investment in low-rise housing projects for the high-end market on the western side of the Bangkok Outer Ring Road;
there is still excess supply of detached housing to this day. In 2006, the decision to extend the BMR rapid mass transit
networks prompted a corresponding increase in investment in high-rise buildings, with condominiums selling well and
seeing a shorter absorption period than low-rise housing.

e 2007-2009: The effects of the US subprime crisis was
felt across the world, and Thailand was no exception.
The crisis slowed the domestic property market, both in

terms of supply and demand. In 2009, 59,000 units were Figure 6: New Supply & Units Sold
sold while 54,000 units were launched, down 10.4% and
14.3% from 2008. But they picked up in 2010 along with thousand units New Supply @ Units Sold
an improving economy. 180
e 2010-2018: The BMR saw an average of 105,000 new  -%°
units each year but only about 96,000 were sold 140

annually (Figure 6), which pushed up housing 120
inventory. This supply-demand imbalance was partly 100

caused by the private sector’'s response to the 80
government’s incentive for first-time house buyers in 60
2011 and 2012. It led to record-breaking investments in 20
condominium projects in 2012-2013, but problems 0

started to arise because the incentive had encouraged
buyers to bring forward property purchases to 2011-12, 0
especially condominium units. In addition, domestic
political conflicts and a weak Thai economy in 2013-
2017 also suppressed demand for housing. This is
reflected in the lower absorption rate (Figure 7) and
number of property transfers (Figure 8). Consequently,
there was 176,000 unsold housing units (+7.5% YoY) in
the BMR. Of these, more than 60% were units priced
below THB3m (Table 2).
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Figure 7: Absorption Rate
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In 2018, Thailand economy grew by 4.1%. This boosted
spending power and consumer confidence, and
subsequently, residential property transactions (units) by
16.4%. This was the largest increase in 5 years, led by the
sale of mid- to high-priced properties; most of these buyers
were looking to buy a second home (generally
condominiums priced at more than THB3m) in locations
that allowed for easy travel to the city center. Demand from
the expat market was also strong, especially from the
Chinese, for condominiums. Buyers from China and Hong
Kong accounted for 43% of all transfers of title deeds
among non-Thai nationals. On the supply side, developers
had increased investments in condominium projects near
new or extended metro lines and increased the share of
high-end projects in their portfolios; the latter pushed up
average house price to THB4.5m per unit in 2018 (+17.2%
from 2017 average). This prompted the Bank of Thailand to
tighten rules governing housing loansY/ at the end of 2018,
when officials moved to reduce speculative pressure in the
housing market. However, buyers had rushed to complete
purchases before the new rules came into effect on April 1,
2019. Therefore, in the last quarter of 2018, housing
transfers jumped 17% YoY.

Y/ The new rules came into force in April 2019 and cover property loans, specifically
loan to value ratios (LTVs) for new loans.

For purchasers of first properties with a value of less than THB10m, there is no change
to the regulations.

For purchasers of second homes, if repayments on the first home are made on a
schedule of 3 years or over, the deposit must be at least 10% of the loan value. If
repayments on the first home are made on a schedule of less than 3 years, or if the
value of the property against which the loan is made is over THB10m, the deposit
must be at least 20% of the loan value.

For purchasers of a third (or subsequent) house, if the buyer has outstanding
mortgages, whatever the value of the loan, the deposit must be at least 30% of the
loan value.

Top-up loans are loans that are made against the same collateral as a housing loan or
another loan (such as a ‘home for cash’ remortgaging-type arrangement) but which
provide additional funds to the borrower. This excludes (i) loans made against
accident and life insurance and (ii) loans made to SMEs.
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Figure 8: Housing Transferred in BMR
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Table 2: Unsold Supply by Price

2015 2016 2017 2018 2019
Detached houses
THB<2m 713 866 380 221 196
THB2-3m 3,240 2,993 1,732 1,300 1,150
THB3-5m 17,950 17,048 16,690 15,165 14,779
THB5-10m 14,236 14,836 13,910 12,788 14,866
THB10-20m 2,219 2,007 2,606 4,299 4,898
THB>20m 1,468 1,777 1,653 1,659 1,617
Total units 39,826 39,527 36,971 35,432 37,506
Townhouses
THB<2m 19,922 22,958 22,490 17,416 17,545
THB2-3m 18,290 20,690 28,482 31,407 31,474
THB3-5m 9,032 9,540 10,093 12,709 15,129
THB5-10m 1,422 1,303 1,408 1,540 2,191
THB10-20m 324 156 96 149 151
THB>20m 9 7 2 1 20
Total units 48,999 54,654 62,571 63,222 66,510
Condominiums
THB<2m 34,234 34,421 33,696 27,216 32,136
THB2-3m 15,479 15,425 20,818 21,893 29,526
THB3-5m 9,195 11,151 11,075 15,640 15,938
THB5-10m 5,442 5,555 7,515 11,458 11,642
THB10-20m 1,811 1,887 2,193 3,162 3,012
THB>20m 1,188 1,360 1,493 1,917 1,628
Total units 67,349 69,799 76,790 81,286 93,882
Grand Total units 156,174 163,980 176,332 179,940 197,898

Source: AREA
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e In 2019, the housing market slowed again due to: (i)

weaker domestic spending power as GDP growth
dropped to +2.4%; (ii) tighter rules on LTV ratios (Table
3), which specified revised debt to collateral rates and
delayed purchasing decisions given higher down
payment; and (iii) the slowing global economy, coupled
with an appreciating baht which cut foreign spending on
Thai real estate. These discouraged new property
purchases and reduced investor confidence. However,
the government responded by stimulating purchases by
genuine owner-occupiers, which pared down the excess

Thailand Industry Outlook 2020-22 Housing in

Table 3: Loan to Value Ratio

BMR

LTV ratio (%)
Type of Housing

(Previous) '(Current)

For homes priced below THB 10 m

e First mortgage

- High-rise housing 90* 90

- Low-rise housing 95% 95

e Second mortgage

. X | . X - if the first mortgage was borrowed for 3 years and 90
housing stock in the BMR. They did this by cutting tax for longer
first-time buyers of properties priced at less than - if the first mortgage was borrowed less than 3 years 80

THB5m?, reducing fees for transferring title deeds and
registering mortgages to 0.01% of property value®, and

(Note: In case that the first mortgage is not paid off yet)

e Third and subsequent mortgaged 70
. . 4/
introducing the baan dee me down program®., But For homes priced at THB 10 m and above T
unfortunately, these measures were less effective than
hoped and the residential market remained weak o First or Second mortgage £
throughout 2019, as described below. o Third and subsequent mortgaged 70
Source: BOT

= In 2019, the volume of new housing units in the
market dropped by 4.9% to 118,975 units (Figure 9).
By value, the drop was larger at -15.7% to
THB477bn, the lowest in 14 years (Figure 10). AREA
also reported that in 2019, over 200 new projects
had been abandoned, either due to failure to secure

Note: This has been enforced since April 1, 2019 and affects all loans agreed upon after
October 15, 2018.
* Affects all home loans secured against collateral with a value of less than THB10m.

Figure 9: New Supply

. . thousand units % YoY
approval for environmental impact assessment or .
financing, or the projects were simply not attractive 180 102% 120
to buyers. In response, developers tried to adjust 150 80
operations and reduce exposure to risks when 120 40
undertaking new projects by focusing on smaller
projects and cutting back on product features, make 90 0
the projects more appealing to other market 60 -40
segments, and offering incentives such as free goods 30 .80
and price discounts. These helped to attract owner- 0 120
occupiers. But the outcome was that average N N @ o MmN~ @ A MmN~ O
. . [e} [e)] [e)] o o o o o — - i - —
property price fell by 11.4% to THB4.0m per unit. Q9 93 222232222 2 8
Detached Townhouses
Condominiums Growth
Source: AREA
Figure 10 : New Supply Value and Average Price per Units Figure 11: Units Sold
THB, bn Value THB, m thousand units 147.7% % YoY
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Source: AREA
Note: New Supply Value is defined Value of Detached house, Duplex, Townhouse,
Shophouse, Condominium and Land Subdivision.

Condominiums Growth

Source: AREA

2/ The cuts in tax for first-time home buyers provided for reductions in personal income tax (calculated according to the cost of purchases) up to a value of THB
200,000 for those buying houses and land together or apartments with a value of not more than THB 5m. These measures ran from April 30 to December 31, 2019.
3/ Charges for the transfer of title deeds and for registering mortgages have been cut from respectively 2% and 1% of the estimated value of the property to only
0.01% of its value. This reduction applies to (i) purchases of property with a value of not more than THB 1m made between June 24, 2019 and May 31, 2020 and (ii)
those with a value of not more than THB3m made between November 1, 2019 and December 24, 2020.

4/ The ‘baan dee mee down’ program was run by the Ministry of Finance, and under this, a contribution of THB 50,000 was made by the government to the down-
payments of those purchasing new properties. The program was limited to 100,000 applicants, who had to have an annual income of not more than THB 1.2m. The

D 11, 201 1, 2020.
scheme ran from December 11, 2019 to March 31, 2020. Research 5
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Figure 12: Accumulative Unsold Units by Segment

(as of 2019)
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m 2019 sales slipped 16.8% to 94,012 units, the lowest in 4 years (Figure 11). But, because sales were lower than the
number of new properties coming into the market, the cumulative volume of unsold units rose by 9.7% from end-2018
level to 197,898 units, the highest in 4 years. Of this, over 50% were properties priced at less than THB3m each (Figure
12).

= In 2019, 198,033 housing units were transferred, an increase of 0.7% (Figure 13). These comprised (1) condominiums
(50% of total, or 98,809 units), (2) townhouses (29%, or 56,937 units), (3) detached houses (14%, or 26,916 units) and
(4) ‘other’ types of housing, such as semi-detached houses and shophouses (7%, or 15,371 units). For each of these
four categories, annual registrations had changed by +1.5%, +2.0%, -0.9% and -6.0%, respectively. The numbers had
been affected by the rush to complete transfers in the first quarter of the year, prior to the April enforcement of the
new LTV rules, as well compliance with industry regulation for developers to transfer condominium units sold in the
last 1-2 years. However, purchasing power of foreign investors was weak and in the first 5 months of 2019, transfers to
foreign buyers slipped 21% YoY (Figure 14).

Figure 13: Housing Transferred in BMR Figure 14: Value of Condominium Transfers to Foreigners
by Nationality
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Source: Department of Land Source: BOT, Krungsri Research

Note: The value of money transfers made for purchases of condominiums by foreign buyers is
calculated from the value of sales of foreign currency made to make down-payments or to buy
condominiums outright, together with the value of withdrawals from accounts denominated in
Thai baht but held by residents outside the country that were made to purchase condominiums.
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m Prices rose for all segment of residential housing in 2019. Price indices for townhouses and detached houses rose by
4.7% and 4.0%, respectively, reflecting developers’ decisions to focus on the middle and upper segments of the
market. However, the price of condominium units rose by only 0.8%, partially due to stricter LTV rules removing much
of the earlier demand for investment or speculation.

m According to data from the Bank of Thailand, growth in
housing loans slowed sharply to +5.2% in 2019 from Figure 15: Housing Price Index
+8.7% average between 2009 and 2018.

e The value of approved pre-finance loans for Jan2009=100  °®°°°*e land
property developers rose by only 4.5% in 2019 from 150 Detached houses (incl. Land)
+11% in 2018, as developers held back new projects Townhouses (incl. Land)
to see how the market would evolve. At the same 170 Condominiums YIVe CLARA
time, banks had tightened the release of new credit, o
but despite this, pre-finance loans were still required 150
for new developments to meet anticipated demand <
near new metro lines in the BMR. 130 "o
o Growth of personal post-finance loans dropped to 110 Oees®’
5.4%, the lowest rate in 17 years, following the =
weaker domestic economy and introduction of new %0 R
LTV rules. This increase the share of rejected loan 2 2 2 % 2 2 2 2 2 2 2 °
applications to 30-40% from 20-30% the year before.
. . Source: BOT
TOtaI personal hOUSIng Ioans grew by 5‘8% In 2019! Note: Housing price index was calculated from 17 commercial banks which are
the lowest in 13 years (source: REIC) (Figure 17). registered in Thailand and located in BMR.
Figure 16: Property Credit Outstanding (Nationwide) Figure 17: Outstanding Mortgage Loans to Individuals
(Nationwide)
THB, trn % THB, trn %
3.5 20 4.5 16
4,
3.0 is 0 14
3.5
12
2.5 3.0
10 . 10
2.0 2.5
5 8
15 2.0 )
10 0 1.5
: 1.0 4
0.5 S 0.5 2
0.0 -10 0.0 0
2009 2011 2013 2015 2017 2019 2009 2011 2013 2015 2017 2019
Personal housing credit Individuals
Real estate development credit .
==0— Growth of property credit (RHS)
————— Growth of Personal Housing Credit (RHS)
Growth of Real Estate Development Credit (RHS) Source: REIC
=== Growth of property credit (RHS) Note: Loans to Individuals collected from commercial banks, finance companies,
credit fonciers, GHB, GSB, life insurance companies, and National Housing Authority
Source: BOT

Note: Property credit outstanding (accordance with the International Standard
Composing of Thai commercial banks that exclude branch offices abroad,
Foreign banks branches) is the outstanding loan as at the end of reporting date.
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e Housing market in 2018
m Detached housing

e The market for detached housing saw a steady increase in demand as major transport routes were extended
into the suburbs and new roads were constructed. But new supply outpaced demand throughout 2019, and
unsold detached housing accounted for 19% of total unsold housing stock in the BMR. Meanwhile, the absorption
rate has remained at 25% since 2005, compared to a high of 64% during the property boom in 2003.

e In 2019, 13,084 new detached houses came onto the market, representing an 18.2% increase over 2018 and
11.7% of all new residential housing units. The average price of a new detached house dropped to THB8.0m from
THB9.2m the year earlier, but despite this, the share of new houses priced at THB10m and over had increased
from 17% of new housing supply to 20% as developers increasingly turned their attention to high-income earners.
At the same time, the tighter LTV rules and a weaker economy reduced the volume of new houses sold by 12.7%
to 11,010 units, most in the THB5-10m price band. Because of this, the number of unsold detached houses rose by
5.7% to 37,506 units.

Figure 18: Annual Housing Supply and Units Sold — Detached Houses
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Figure 20: Annual Surplus/Deficit — Detached Houses
thousand units
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Source: AREA, REIC

Note: *Stock of detached houses calculated from unsold stocks of the previous year.
**Annual Surplus/ Deficit = New Supply — Total unit sold
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= Townhouses

« Rising land prices spurred demand for townhouses as alternatives to more expensive detached housing.
However, like other market segments, supply had risen at a faster pace than demand and since 2007, the number
of unsold townhouse units had been rising steadily. In addition, between 2009 and 2018, there was falling interest
in townhouses in favor of condominiums located near BTS lines (referred to as ‘city condos’), with the latter having
advantages in terms of pricing and easy access (via mass rapid transportation) to the city center. These shifts in the
market reduced absorption rate for townhouses to an average of 34% from 56% during the townhouse boom
period of 2002-2006. Despite this, since 2014, developers had been developing expensive townhouses priced over
THB10m per unit. These townhouses typically have three or more floors, are located on the fringe of Bangkok city
center, and are relatively close to BTS stations, such as Rama 3, Sathu Pradit, Yannawa, and Lat Phrao. In addition,
developers also invested in townhouses located in smaller alleyways that connect to mass transit systems, priced
at THB2-3m each to target mid-to-low income earners.

o The number of new townhouses available for sale in 2019 only inched up 0.9% to 31,987 units (29% of all new
housing), but average price increased by 1.8% to THB2.9m per unit. Like detached housing, the volume of new
townhouse units sold fell by 7.6% to 28,699 units in 2019 as the slowing economy weakened demand and high
household debt prompted lenders to consider loan applications more carefully. This was especially the case for
middle and low income earners which normally go for properties priced under THB3m each. This property
segment comprised the largest group of unsold townhouses. At the end of 2019, 66,510 townhouses were unsold
in the BMR, up 5.2% from the year before.

Figure 21: Annual Housing Supply and Units Sold — Townhouses
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" Figure 22: Absorption Rate — Townhouses
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Figure 23: Annual Surplus/Deficit — Townhouses
thousand units
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Source: AREA, REIC
Note: *Stock of townhouses calculated from unsold stocks of the previous year.
**Annual Surplus/ Deficit = New Supply — Total unit sold
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= Condominiums

« Condominiums have been popular with a rising number of new projects since 2007 due to: (i) the extension of
mass rapid transit lines and better connection within the communications network, which makes public
transportation more convenient; (ii) changing consumer behavior driven by a desire to save money and to reduce
commuting time, leading to a switch in preferences from low-rise housing in suburbs to high-rise accommodation in
the city center; (iii) changing social structures in Thailand, with more people living in smaller units and nuclear
families; and (iv) the declining availability of development land and rising land prices. The combination of these
factors prompted developers to build condominiums to meet demand for housing with over 50,000 new units
available annually. Buyers of these condominium units can be split into two distinct groups. (1) Real demand
accounts for around 60% of the market; and (2) those who buy for investment, which can itself be split into those
who buy to rent out (25-30% of the market) and those who buy for speculation (the remaining 10-15%). Thai law
specifies that non-Thais may own condominium units subject to a maximum of 49% of the total floor-space in the
project; this also led to condominium projects registering higher absorption rates than low-rise buildings. Between
2009 and 2018, the absorption rate for condominiums averaged 50% compared to only 25% for detached houses
34% for townhouses.

Despite this, the condominium market slowed down from 2014 to 2018, especially demand for mid- to low-end
units (i.e. priced below THB3m each), due to high debt levels and a sluggish economy. As a result, buyers in this
property segment were forced to be careful about spending and had delayed property purchases. But in the top
end of the market, units continued to sell and remained popular among high-income earners and foreigners.

Last year, 66,376 newly completed condominiums came into the market (60% of all new housing stock) but this
represented a drop of 10.8% YoY, the first drop in 3 years. Average price also fell sharply by 17.8% to THB3.7m
(lowest in 2 years) as developers tried to counter the effects of a weakening economy by reducing exposure to risk
through running down inventory rather than launch new projects, the effects of the BOT’s stricter LTV regulations,
and a 7.6% appreciation of the THB. Like in other property segments, the combination of these factors reduced
speculation and investment demand. Consequently, in 2019, the number of condominiums sold in the BMR fell by
21.7% to a 4-year low of 54,303 units. The number of unsold condominium units also hit an historic high of
93,882 units (up 14.7%) as absorption rate slowed to a 14-year low of 37%, implying it would now take 2 years for
developers to clear inventories. Nevertheless, the absorption rate for condominiums is still higher than for low-rise
units and as such, which means developers would be able to clear condominium inventory faster than other types
of housing.

Figure 24: Annual Housing Supply and Units Sold — Condominiums
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Note:  *Stock of condominium calculated from unsold stocks of the previous year.
**Annual Surplus/ Deficit = New Supply — Total unit sold
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® Krungsri Research forecasts a difficult year for the BMR housing market in 2020. Developers will see a sharp contraction
in demand as purchasing decisions and investor confidence would be severely hurt by: (i) the Covid-19 impact, slowing
spending on infrastructure projects, and drought in Thailand, would hurt domestic and international spending power
severely in the first half of the year. In 2020, the domestic economy is forecast to shrink by 5.0%, the worst performance
in 22 years; (ii) tighter lending criteria and the enforcement of new LTV rules for buyers of second and subsequent homes;
and (iii) significant supply glut in some areas, which would drag ‘time to go’.

m In the first quarter of 2020, the number of new
residential property units coming into the market
collapsed 43.9% YoY. In detail, new condominium units
fell by 67.5% YoY and detached houses by 36.1% YoY.
Overall, developers had cut back on new projects and in
response to declining interest from buyers since 2019,
they had switched to selling inventory units by offering
attractive deals such as larger-than-usual price
discounts, leasing deals, and up to 2 years of payment-
free accommodation. The worsening business conditions
were reflected in the drop in first-month take-up rates
for all market segments; it was especially bad for
condominiums which fell to a 13-year low of 18.5%
(compared to 61.5% average in the first quarter of each
of the past 5 years). For townhouses, take-up rate fell to
a 20-quarter low of 14.2%, while for detached houses it
hit a 52-quarter low of 3.9%.

m For all of 2020, the number of newly launched units is
expected to shrink by 26% to an 9-year low (Figure 27).
And because most developers will postpone new
projects until at least the second half of the year, when
the economic outlook would be better, presales are
forecast to fall by 17%, following a 16.8% decline the
year earlier (Figure 28). Likewise, housing transfers is
projected to drop by 24.3%, with the sharpest drop in
the first 6 months of the year, when Thai and overseas
buyers are likely to postpone transfers, and possibly
cancelling if they have lost their jobs or their loan
applications are rejected .

In 2021 and 2022, the housing market should gradually
recover along with the economy, accelerating works on
mega-projects, greater investment in the Eastern Economic
Corridor (EEC), and stronger demand from expatriates
investing or working in Thailand. This would stimulate work
on new projects, and the number of new properties coming
into the market is forecast to rise by 5.0% (Figure 27), most
from large developers with a secure financial footing.
Condominiums will remain the mainstay of the market but
to help maintain profitability, developers will likely increase
the share of low-rise properties because these usually
generate returns more rapidly (around 3-6 months on
average) and most are bought by owner-occupiers rather
than speculators and investors. Developers will also
continue to sell inventory units especially in the sub-THB3m
segment which accounts for over 50% of all unsold stock.

Figure 27: New Units
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Figure 29: Unsold Units
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® Competition will stiffen in the BMR, especially from domestic property developers that are usually active in other parts
of the economy (for example, Singha Estates and BTS Group Holdings), and overseas developers (especially from Japan,
Singapore, Hong Kong and China). Given this, in order to increase competitiveness, some developers may form joint-
ventures with foreign investors for high-value projects. This would also expand their customer base overseas; an example
is the partnership between Origin Property and the South Korea’s GS Engineering & Construction to develop a THB4bn
residential project. Overall, in the coming period, property developers will try to expand their offerings to target several
customer segments, for example by offering long-term leasehold properties in prime areas for 30-40% cheaper than
freehold properties in the same area, mixed-use developments®/ which combine hotels, retail space and residential units
all within the same project, or high-tech projects to meet demand from the health-conscious. The buyer profiles for these
properties will also change; they will increasingly come from China, Hong Kong, Singapore, Britain and Japan, and will be
looking for permanent homes, second-homes and investment properties for rental.

® However, the factors that could have the greatest influence on the direction of Thailand’s property market include: (i)
slower-than-expected economic recovery; (ii) rising household debt; (iii) changing consumer behavior (especially with
regard to housing) following the Covid-19 pandemic; for example, the work-from-home trend might increase demand for
larger, low-rise housing units in the suburbs in favor of smaller condominium units near the city center; and (iv) the
enforcement of the Land and Building Tax Act in 20205 may lead to more land transactions or it increase the tax burden
on developers that hold properties for more than 3 years from the date of the implementation of the Act.

Figure 31: Monthly Absorption Rate (Time to go)
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Source: AREA, Krungsri Research
Note: Time to go reflects a period that all supply has been sold out with respect to a current rate of sales.

5/ Mixed-use real estate developments include both commercial and residential uses. Mixed-use developments may thus
contain retail units, office space and residential accommodation within the same project.

6/ The Land and Building Tax Act B.E. 2562 was announced in the Royal Gazette on March 13, 2018. Payment of land and
building tax under the new Act will be required from January 1, 2020, onwards. Fixed Maximum tax rates for Land and
Buildings are classified by category as follows: 1) agricultural - 0.15%; 2) residential - 0.30%; 3) others - 1.20%; and 4)
vacant/unused - 1.20% (if the land or building is unused for more than three years, the rate will be increased by 0.30%
every three years, until the rate reached 3.0%)
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The outlook for potential areas in BMR in 2020-2022

Krungsri Research believes that within the BMR, there are three zones near rapid mass transit extensions and two zones in
the center of Bangkok that will have significant commercial potential between 2020 and 2022.

1) Green Line Extension (North) (Mo Chit — Saphanmai — Khu Khot, zone D) is an older residential area, especially the
housing and apartment projects. However, condominium projects have been springing up to meet rising demand, and
that is anticipated to increase following the scheduled completion of the BTS extension line in 2020. The area is also home
to several government offices, hospitals, universities, and is near Don Muang Airport. Currently, the average absorption
rate for townhouses in the area is 33.9% and 21.1% for detached housing. Condominium projects are the most common in
the area now and the absorption rate is 33.6%.

2) Ratchada and Lat Phrao (Zone F) are centers for housing, business activities and entertainment. They can be considered a
new extension of the central business district (CBD). Within the area, work is ongoing for the Yellow Line (Lat Phrao-
Samrong) and should be completed by end-2020. This would improve travel connections to the rest of Bangkok and
beyond. Currently, the majority of property developments in Zone F are condominiums and the area is popular with both
Thai and foreign residents, especially the Chinese. The absorption rate for condominiums is 42.9%. For low-rise
developments, although there is demand, the supply of suitable land is limited. The average absorption rate for detached
housing and townhouses is 38.4% and 54.2%, respectively.

3) The center of Bangkok (Zone 1) consists of Silom, Sathorn, Rama IV Road, Ploenchit, Wireless Road, Asoke and Sukhumvit.
They enjoy good travel connections, being served by two rapid mass transit networks - BTS and MRT - and the elevated
expressway. The area is popular with foreigners, a large number of whom live in Zone I. For these reasons, residential
properties here are more expensive than in other zones. The majority of new developments will be high-end
condominium projects which typically attract foreign investors. Average take-up rate is 41.2%. Low-rise housing projects
in this area would be dominated by premium projects with an average price tag of over THB20m. Each project would also
offer a limited number of individual units. As such, absorption rates would also be high, averaging 43.2% for detached
housing and 42.1% for townhouses.

4) The area served by MRT Blue Line Extension (Zone L) and the area on the west side of Bangkok (Zone M) both offer
convenient metro links to the heart of Bangkok and the central business district (around Silom and Sathorn roads). The
Blue Line is fully operational along the entire stretch of Hua Lampang-Bang Khae and Bang Sue-Tha Phra, with an
interchange to the Green Line at Bang Wa. There is also easy access by road (i.e. Petchkasem, Kanlapaphruek,
Ratchaphruek and Phran Nok-Phutthamonthon Sai 4 roads). Accommodation in Zone L is mostly condominiums with an
average sales rate of 39.5%. In Zone M, accommodation is mostly detached housing and townhouses with average sales
rates of 29.4% and 30.7%, respectively.

5) The western bank of the Chaophraya River (Zone N) is on the outskirts of the BMR but has potential given the area’s
transport connections, including an expressway which takes commuters to central Bangkok. The zone is also served by
two major retail malls (Central Westgate and Mega Bangyai), and in the future, the Bangyai-Kanchanaburi motorway will
provide an additional transport link. These make the area attractive to property developers; low-rise project have been
well received with 24.0% average absorption rate. The best seller is townhouses, followed by detached houses, with
25.8% average absorption rate.

Typically, new housing projects near rapid mass transit lines register higher absorption rates. But over the past two years,
the rush to develop projects near mass transit lines has pushed up unsold inventory in some districts. This is especially the
case near the Purple Line in zones N, M, C and D, where it will take some time for the market to absorb the surplus. Hence,
new developments in these areas would normally see lower absorption rates. Nevertheless, given rising potential for
property demand in these areas in the future and developers possibly reducing new launches, the oversupply problem
should abate with time.

Figure 32: Potential Areas for Housing in BMR (2020-2022)
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Housing market in the BMR by Area

Figure 33: Accumulative Unsold Units & Absorption Rate

Cumulative Unsold Units by Area Housing
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] . . .
Detached houses Townhouses Condominiums (units) (units) (units)
25 000 A Rangsit/ Pathum Thani 35,631 9,402 26,229 73.6
! B  Jaengwattana/ Songprapa 9,892 3,059 6,833 69.1
2 C  Nonthaburi /Bangsu 16,099 7,766 8,333 51.8
0,000 D  Phaholyothin/ Ram Inthra 16,948 5,212 11,736 69.2
E  Northeast of Bangkok 19,477 5,178 14,299 73.4
15,000 F_ Ratchada/ Lad Phrao 16,670 7,178 9,492 56.9
G  East of Bangkok 18,509 5,793 12,716 68.7
10,000 H Bangna/ Samut Prakan 37,949 12,375 25,574 67.4
| CBD 28,719 11,847 16,872 58.7
5,000 J Suksawat 8,831 2,750 6,081 68.9
K Rama2/ Petkasem 25,122 6,527 18,595 74.0
0 L Thon Buri/ Bang Phlat 15,344 6,016 9,328 60.8
A B C D E F G H 1| J K L M N M  Pinklao/ Phuttamonthon 7,839 2,059 5,780 73.7
ZONE N Nonthaburi/ Bang Buathong 34,880 8,850 26,030 74.6
Total 291,910 94,012 197,898 67.8
Detached Houses Townhouses Condominiums
Zone Location i i i
Total ;i sold Unsold APSOrPtion  Total L cold Unsold APsorption [ Total v ol Unsolg Absorption
Supply rate Supply rate Supply rate
A Rangsit/ Pathum Thani 8,626 1,890 6,736 21.9% 17,420 4,864 12,556 27.9% 9,585 2,648 6,937 27.6%
B  Jaengwattana/ Songprapa 977 160 817 16.4% 2,652 939 1,713 35.4% 6,263 1,960 4,303 31.3%
C  Nonthaburi /Bangsu 85 22 63 25.9% 975 360 615 36.9% 15,039 7,384 7,655 49.1%
D  Phaholyothin/ Ram Inthra 3,986 841 3,145 21.1% 5,185 1,758 3,427 33.9% 7,777 2,613 5,164 33.6%
E Northeast of Bangkok 7,921 1,443 6,478 18.2% 6,995 1,885 5,110 26.9% 4,561 1,850 2,711 40.6%
F  Ratchada/ Latphrao 146 56 90 38.4% 260 141 119 54.2% 16,264 6,981 9,283 42.9%
G  East of Bangkok 3,099 750 2,349 24.2% 4,716 1,439 3,277 30.5% 10,694 3,604 7,090 33.7%
H  Bangna/ Samut Prakan 5,554 1,340 4,214 24.1% 14,739 4,986 9,753 33.8% 17,656 6,049 11,607 34.3%
| CBD 37 16 21 43.2% 95 40 55 42.1% 28,587 11,791 16,796 41.2%
J Suksawat 1,073 317 756 29.5% 6,569 2,136 4,433 32.5% 1,189 297 892 25.0%
K Rama2/ Petkasem 4,422 1,062 3,360 24.0% 11,618 3,828 7,790 32.9% 9,082 1,637 7,445 18.0%
L Thon Buri/ Bang Phlat 222 36 186 16.2% 29 15 14 51.7% 15,093 5,965 9,128 39.5%
M  Pinklao/ Phuttamonthon 2,066 607 1,459 29.4% 2,484 762 1722 30.7% 3,289 690 2599 21.0%
N Nonthaburi/ Bang Buathong 10,302 2,470 7,832 24.0% 21,472 5,546 15,926 25.8% 3,106 834 2,272 26.9%
Total 48,516 11,010 37,506 22.7% 95,209 28,699 66,510 30.1% 148,185 54,303 93,882 36.6%
" » -
Zone Location Proportion Unsold (%) _ T \Qf‘ -~ o
Detached Houses : Townhouses: = Condominiums Z gr,
A Rangsit/ Pathum Thani 26 48 26 v ad 2 =
B Jaengwattana/ Songprapa 12 25 63 3
C Nonthaburi /Bangsu 1 7 92
D Phaholyothin/ Ram Inthra 27 29 44
E Northeast of Bangkok 45 36 19
F Ratchada/ Latphrao 1 1 98
G East of Bangkok 18 26 56
H Bangna/ Samut Prakan 16 38 45
| CBD 0 0 100
J Suksawat 12 73 15
K Rama2/ Petkasem 18 42 40
L Thon Buri/ Bang Phlat 2 0 98
M Pinklao/ Phuttamonthon 25 30 45
N Nonthaburi/ Bang Buathong 30 61 9
Total 19 34 47

Source: AREA
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Looking at 2022, major developers of residential projects in the BMR will see their business expand, while SMEs operating in
this sector will experience stiffer competition which would reduce their earning. The business environment will be marked by
weaker consumer spending power and rising development costs, especially land prices in areas with high potential. This would
encourage developers to seek joint-ventures or mergers with other Thai real estate developers or foreign investors. By going
down this path, incumbent developers will be able to build a more secure financial foundation and improve their
competitiveness. But this will also alter the market structure by increasing the number of active large players. This means
small operations with limited access to financing may have difficulty managing sufficient liquidity and may be forced out of
the market.

@ Large developers will register rising revenues, driven by their ability to adapt to the new industry structure and the
advantages they enjoy over SMEs, especially in seeking cheaper funding through the stock and bond markets. On the
other hand, SMEs will see their market share in an increasingly challenging business environment, and operations that
are not part of an extended commercial network would find it hard to compete. Some SMEs will also find it more difficult
to secure financing and loans from banks than large players. Hence, they may experience acute cash flow problems.

e Developers of condominium projects in central BMR and along metro lines are mostly large corporations that are
skilled in project management, marketing and controlling working capital. But competition will worsen and restrict the
developers’ ability to generate profits, and earning growth will remain close to 2019 levels.

® SME developers of condominium projects will likely focus on new projects up to eight stories high in more suburban
areas, which are more remote and less popular than sites for high-rise and low-rise (townhouses and detached houses).
Because of this, profitability may be lower than for low-rise projects. Some projects may even be loss-making.
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