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Trust the Doctor: checkups matter


Owning a house is a lot of work and keeping it in mint condition is essential for maintaining its value.  In this respect, one expert says a home is something to treasure _ love it and be gentle with it; treat it the way you would one of your life companions.

Owners must regularly check on their houses ``Say, at least once a week,'' suggests Prasit Kaeokomonman, managing director at Dr Home Company, a successful home repair and maintenance services provider.

The simplest way, he says, is to walk around the house, observing every room and all of the other details.

Having been in the home care business for more than a decade, Mr Prasit said that the most common problems homeowners face are leaking roofs, clogged drainage ditches and fading paint.  For the roof, he advises owners to look for discolouring or stains on the ceiling.  ``If so, that means the roof is leaking or broken and needs to be fixed right away.

Otherwise, mold will form all over it and result in expensive replacement costs,'' Mr Prasit said.  
Normally, Dr Home charges a minimum of 1,500 baht for repairing a roof and 500 baht for cleaning a drainage system.

The cost of repainting the house varies from property to property.  Owners should also look out for cracks around the house as they could result in severe problems in the future.

``The cracks could be caused by [land] subsidence, improper house design or a fault in the construction, all of which are considered vital to the house's condition and safety, '' Mr Prasit said.
He also warns owners not to have any big trees close to the house.  ``That's because their spreading roots and branches could cause damage to the house's structure,'' Mr Prasit said.

It is also essential to observe if there are any unwanted traces of insects especially termites around the place.  ``It may be a good idea for homeowners to hire a pest controller regularly.
Normally, say, once a month,.'' he said.  

Checking power systems to see if they are working properly must be done regularly.  Most houses today install automatic circuit breakers that shut off the power supply if there is a fault in the electrical network.

However, if the machine does the duty too frequently or the lighting system cuts out regularly, Mr Prasit believes the entire system must be given a thorough examination.

``This is important as it could lead to an unimaginable disaster.'' Currently, there are many home repair and maintenance service providers in the market but only a few are truly reliable, he said.

He suggests that owners seek out services offered by companies rather than freelance individuals, so that they can go back to them if there are any recurring problems.

For Mr Prasit, business has been quite good in the past few years and Dr Home is now planning to open more offices throughout Thailand.

This is due to the gradual pickup in the property sector and the fact that everyone wants a healthy, home sweet home.
Current boom different from bubble in mid-1990s 

	

	  'We are now in the up cycle of the property industry. But it differs considerably from before the crisis, as financial lending is now done with a much better understanding of the business' 
Kitti Patpongpibul
Chairman, Housing Finance Association


Hidden demand now unlocked, unlike rising prices spurred by speculation in the past
PARISTA YUTHAMANOP
Many analysts agree that property speculation and an asset bubble in the mid-90s were among the main causes of the 1997-98 economic crisis.

Could history repeat itself? No doubt, strong economic growth and low interest rates have helped spur a boom in the Bangkok property market, with prices now exceeding pre-crisis levels in many segments.

One key factor mitigating fears of a new crisis however are financial institutions themselves, according to Kitti Patpongpibul, chairman of the Housing Finance Association.

He said that market growth was healthy and was beneficial to consumers and the overall economy.

``Actually, the property business should expand even further as competition brings down prices,'' said Mr Kitti, a former deputy governor of the Bank of Thailand.

Pre-crisis, even developers with little to no experience in the industry were able to get credit, secured by their land plots and with creditors basing repayment on expected cash flows.

Now, banks are much more selective, focusing primarily on established companies with solid track records.

On the consumer side, low interest rates and heavy competition among banks to boost mortgage lending has helped unlock hidden demand.

New mortgage lending stood at 50.4 billion baht in the first quarter alone, compared with 159 billion in 2002 and a peak of 241 billion in 1996.

Demand was expected to continue strongly through the end of the year, when state incentives supporting the sector via lower business taxes and asset transfer fees are due to expire.

But Mr Kitti said housing demand this time around was expected to remain strong through the long term, as interest rates were likely to stay low.

High demand has led to a sharp jump in market supply.

According to the Government Housing Bank, 12,118 new housing units were launched in Bangkok in the first half, compared with 13,187 for all of 2002.

New construction licences for residential projects in Bangkok totalled 4.5 million square metres in the first five months, compared with 10.19 million sq m in 2002.

Advertising has also picked up strongly, although most billboards and other ads have mostly been from existing major developers with large marketing budgets.

Mr Kitti noted that profit margins now stood at around 20% for developers, adding that increases in any single construction material was not a sufficient factor to push prices up, given the low proportion that any one material has on the total home cost.

He said land prices had also remained mostly stable, with potential new development plots increasing due to new road construction and property sales by financial institutions seeking to dispose of their non-performing assets.

Total sales of non-performing assets, the vast majority being property, totalled 179.17 billion baht in June.

``There is no bubble in the property market yet.

If there is, then let it happen because the downturn in the property market will not drag other sectors along this time around,'' Mr Kitti said.

One key difference was that property demand now reflected real demand, instead of in the past when purchases were made by people who wanted to buy now ahead a price rise later.

``Actually, I want to see the property market grow even more, as it will eventually force more price competition among developers,'' Mr Kitti said.

``We are now in the up cycle of the property industry.

But it differs considerably from before the crisis, as financial lending is now done with a much better understanding of the business.

'' Mr Kitti said it was the mentality that land was a secure and safe form of collateral that helped contribute to the crash of the financial system.

The 1997 crash led to a sharp fall in land prices and liquidity, sharply cutting the value of collateral held by banks and forcing institutions to sharply raise new capital to bolster their balance sheets.

Mr Kitti said developers now were more apt to use the bond markets for project financing, resulting in more stable funding compared to bank loans.

Even with the increase in the number of projects, outstanding bank debt to the property sector has been on the decline.

According to the central bank, loans to the property sector totalled 249.1 billion baht at the end of June, compared to 249.5 billion at the beginning of the year and 255.8 billion in June 2002.

For consumers, most mortgages now featured fixed interest rates for the first several years, switching to floating rates afterwards.

With interest rates so low now, the result was that principal debt was being reduced relatively quickly, helping cut the total debt due once interest rates reset to market rates.

Mr Kitti noted that much room for expansion in the mortgage sector remained, with just 19,000 new borrowers in Bangkok recorded in the first half.

``Interest rates now stand at just one-third of that pre-crisis ...assuming the same instalment amounts, people can buy twice as much,'' he said.

The development of the financial sector had also led to faster approval times and more straightforward documentation requirements as lenders aimed to accommodate borrowers.

Mr Kitti said though the overall picture for the industry remained strong, some areas still needed improvement.

This included the development of escrow regulations to protect buyers from losing down payments if construction was not complete.

An escrow system would help increase demand in the property industry, Mr Kitti said, as buyers would be more confident about the security of their investment.

Development of a new escrow law has languished, in part due to low support by the property industry, he said.

Another area which would help the industry is the development of better analytical tools, Mr Kitti said, including data such as new housing starts to help developers track supply trends.
Land valuations to rise 
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	  Housing projects on Rama II Road will be among many whose values will rise.


POST REPORTERS
Official land valuations nationwide are expected to rise 10% to 30% once the new figures are announced by the Treasury Department on Jan 1.

The new figures will be effective through the end of 2007, and replace the existing valuations in use since January 2000.

For months, the Treasury Department has been assessing market transactions nationwide in a bid to bring official valuations, used for the payment of transfer fees, in line with actual market prices.

Starting next year, any transaction will incur a 2% transfer fee based on the land valuation _ the sale of a land plot valued at one million baht, for instance, will require payment of 20,000 baht to the government.

Official valuations play an influence on market prices, particularly in areas where transactions are low and buyers and sellers have few benchmarks in which to assess actual market values.

Another area where official state valuations play a key role is for borrowers, as financial institutions use valuations as one baseline in assessing the value of a property to be used as collateral against loans.

Overall, experts estimate that the new valuations will be as much as 30% higher than existing valuations, a reflection of the overall recovery of the economy and property market.

While landowners will gain from valuation increases, the downside will be felt on new homebuyers, who will inevitably have to pay higher transfer fees as well as home prices from developers.

Land values in many areas have also improved as access to roadways and to public utilities such as electricity and water have improved.

In Bangkok, areas adjacent to recently completed major roads such as Rama V, Phutthamonthon Sai 1 Road, Taksin-Phetkasem Road or Kaset-Navamin Road are all expected to see sharp increases in land value as improved transport links draw new development and residents to the area.

New property developments can have a considerable impact on land values as well, particularly in suburban areas.

Lalin Property's premium-grade Green Ville housing projects on Rama II and Rama IX, for instance, are expected to push property values in the area up more than 30%.

Similar effects are likely to be seen throughout Greater Bangkok.

Along Nimit Mai Road in Min Buri, values are expected to be increased by almost 20% following the completion of a new housing estate by developer KC Group.

Outside of Bangkok, most provinces are expected to show much more modest increases, with the exception of Phuket, one of the country's hottest property markets due to a boom in short- and long-stay tourism.
Uncertainty abounds 


Homeowners in Bangkok to face key issues next year including a new zoning law 
POST REPORTERS
Location, location, location.

It's one of the key tenets of the property market.

Buy a house or condo in a popular area, one with convenient road access and growth potential, and the odds are good that land values will only go up.

On the other hand, your dream house today could very well become adjacent to an industrial estate or expressway in the future, wreaking havoc on your investment prospects, not to say making your daily life miserable.

For Bangkok homebuyers, the uncertainties now are greater than ever before.

Consider that over the next year, developers and homeowners alike will have to wrestle with the impact of a new Bangkok zoning law, revisions to official land valuations, plans to overhaul property development policies and sweeping changes to the capital's mass transit infrastructure and roadway system.
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Such changes will not only affect the supply of new developments, but also the value of existing properties as well.

The current Bangkok zoning plan or Bangkok Comprehensive Plan, in use for the past five years, is scheduled to be overhauled with a new plan due to be announced in July 2004.

The zoning law dictates land use for new developments.

A draft of the new plan calls for 11 different zones overall, each dictating broad regulations on the size and type of developments allowed, whether for residential or commercial use.

SPACE RATIOS CRUCIAL Two new elements are also included in the master plan.

From now on, developers and architects will need to consider the floor-area ratio (FAR) and open-space ratio (OSR) in construction under an initiative aimed at tightening controls on building construction and development density.

In general, the zones reflect population density throughout the city, with most of Central Bangkok classified brown, signifying high-density residential areas.

A good portion of Central Bangkok also is zoned blue, indicating government properties or public spaces, with the area around Rattanakosin Island designated tan, indicating protected zones of historical or cultural value.

Moving toward the outskirts of Bangkok, one sees more orange and yellow colours on the zoning map, indicating medium- and low-density residential areas.

Past Min Buri in the east and Bang Bon and Bang Khun Thian in the west are the green zones, representing community and agricultural areas.

The three main residential zones of yellow, orange and brown are further broken down into subdivisions, each dictating the type of construction and properties allowed.

The subcategories, known as Yaw 1 through 10, indicate to some degree the extent of economic development of each area.

The Yellow low-density residential zone includes: - Yellow 1 _ suburban areas of mostly detached homes, high-value properties.

It includes areas such as Taling Chan, Thawi Watthana, Bang Khae and Phasi Charoen.

Reserved for homes of at least 50 square wah.

- Yellow 2 _ suburban areas whose residents mostly work in agriculture.

Development is restricted to homes of more than 100 sq wah.

- Yellow 3 _ transition areas from suburbs to inner Bangkok.

Development a mix of detached homes, apartments and townhouses.

- Yellow 4 _ areas with good transport access and potential to develop to medium-density areas in the future.

Detached homes, apartments and townhouses are allowed with height restrictions.

The Orange medium-density residential zone covers three subcategories: - Orange 5 _ detached homes, apartments, townhouses and residential complexes are allowed.

- Orange 6 _ Suburban centres, community business and industrial areas.

High-rise residential complexes are allowed.

- Orange 7 _ Suburban centres with close access to mass transport systems, high-rise construction is allowed.

The highest density zone, Brown, represents the heart of central Bangkok, and also has three subcategories: - Brown 8 _ All residential types permitted, with some licensing restrictions set by the Bangkok Metropolitan Administration.

Commercial construction is permitted.

- Brown 9 _ All residential and commercial types are permitted.

- Brown 10 _ All residential and commercial types permitted.

High-rise commercial buildings are permitted.

Other zones carry similar subcategories detailing different restrictions for land use and permissible construction, with the red commercial zone with five subcategories and the purple industrial zone and green agricultural zone each with three subcategories.

WHAT'S CHANGED? Much of the changes in the new zoning plan reflect the simple reality that Bangkok's need for higher-density properties is steadily rising.

Areas of Taling Chan and Bang Khae, for instance, previously designated agricultural zones, have since been changed to low-density residential areas, effectively halving the minimum area of each detached house plot to 50 square wah from 100.

Huay Kwang and Onnuj have since been changed from low-density to medium-density areas, opening the way for the construction of townhouses and condominium complexes.

Ratchadaphisek has been upgraded from medium-density to high-density, in part in anticipation of the opening of the Bangkok subway system in mid-2004 and opening the way for high-rise commercial development.

The Srinakarin area, previously classified low-density Yellow 4, now is upgraded to medium-density Orange 6, allowing development of high-rise buildings and condominium and apartment complexes.

On the Thon Buri side, the Nong Khaem area, previously a medium-density residential zone, will carry a new Red commercial classification, supporting commercial and office development.

On the other hand, the Dusit-Bang Sue area, now a Brown 9 high-density residential area, will be revised to Brown 8 instead, with increased restrictions on development.
Time to take advantage of a buyers' market 
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KRISSANA PARNSOONTHORN
Buying a house may seem a daunting task because it is very time-consuming and results in a heavy debt burden, the largest most people face in a lifetime, for 15-20 years Would-be buyers who can sniff out good opportunities should not hesitate to make a purchase.

Mortgage rates today are at historic lows, house prices are reasonable and people have job stability amid the improving economy.

Property tax incentives, which are scheduled to expire at the end of this year, have also spurred housing demand, says Prasong Owlarn, president of Housing Business Association.

``It's a buyers' market and this may probably be the last chance for prospective homebuyers to get maximum tax privileges.

We don't know whether the government will renew the tax breaks or not,'' he said.

Analysts say that if the tax privileges are not extended next year, buyers would pay 6% more when purchasing a house due to extra tax burdens.

The current property transfer tax is 0.01% (down from 2%), mortgage registration is 0.01% (down from 1%) and special business tax 0.11% (down from 3.3%).

The government is still debating whether to raise the taxes back to their previous levels or make a compromise.

Another catalyst driving the property market is the willingness of banks to extend housing loans to buyers who are qualified.

With sufficient documents, buyers can obtain loan approvals within three to seven days.

On the other hand, property developers are hoping to boost their sales in the current quarter before the tax incentives expire.

Mr Prasong said many of them, including Land & Houses, Quality Houses, Lalin Property, Noble Development and NC Housing, have been very active in trying to grab buyers' attention by offering pre-built houses.

``Around 7,000 to 10,000 completed houses are projected to be put into the market in the last two months of this year,'' he forecast.

In general, the housing market in Greater Bangkok is expected to grow between 20% and 25% this year with total registration projected to reach around 40,000 to 45,000 units, up from 34,035 last year.

The growth projection next year is 10-15%.

Mr Prasong said the momentum in the housing recovery would continue in line with the expansion in the economy.

Analysts expect the Thai economy to grow 6.3% this year and 7.5% in 2004.

However, the huge growth in the housing market during the past two years is unusual and it should be noted that the sector has emerged from a base where it almost collapsed, with new developments frozen during the financial crisis in 1997.

``The housing sector is not overheated like many people say.

We're just at the halfway point of potential demand of around 80,000 units a year in Bangkok,'' he said.

Most developers are positioning themselves for sustainable growth, having learned from the recession and adjusted to the new environment.

``Buyers are sophisticated while developers are strictly following business principles with no landbanks and no over-investments like in the past.

As well, banks help screen and recheck the feasibility of projects,'' he said.

Progress has been made in reforming the residential market with some obvious changes already taking place in development patterns.

Townhouse projects are mushrooming in more central locations, competing with city condominiums for which there is only a limited amount of new supply, though many new projects are on the drawing board or under construction.

Detached houses have clearer market segmentation and high-end projects are closer to town while condominiums are located in prime locations in the heart of the city.

As well, developers are adding value to houses with features such as quality wooden floors, wallpaper, kitchen cabinets, gardens and other premium furnishings.
Help for consumers 


SRIWIPA SIRIPUNYAWIT
Paying for a home that never gets built is every homebuyer's worst nightmare.

Sadly, many Thais experienced this right after the crash in 1997 and the cases persist today.

Founded in 1976, the Consumer Protection Board has been a helping hand in righting wrongs committed by businesses including property developers.

Its aim is to enforce the responsibilities and commitments of developers to their customers.

According to Anuwat Dharamadhaj, secretary-general to the office of Consumer Protection Board, since 2000 the board has filed lawsuits in disputes involving 650 property projects.

Of the cases settled, it has won every single one, he said.

In most cases, the complaints involved violations of contracts by developers after downpayments had been make, Mr Anuwat said.

Often, developers are unable to complete the construction of a project within the contracted period or unable to transfer ownership rights to buyers.

Other times, the conditions and quality of the properties are sub-standard or of a lower grade than what had been advertised.

``Or sometimes, the infrastructure for the projects is inadequate and advertised facilities such as swimming pools never get completed,'' added Mr Anuwat.

In this respect, the court will order the developers to return downpayments or instalments paid to buyers with interest.

Yet, it is pretty rare for buyers to get 100% of their money back.

``Normally, for the cases that are won, the buyers get approximately 30-70% of their money back plus 7.5% interest,'' he said.

Every day, as many as 50 complaints are lodged to the board by homebuyers.

Buyers can either file their complaints through the consumer protection hotline at 1166 or ring 02-629-7065-68 or visit www.ocpb.go.th.

For each case, the board will conduct a thorough investigation before filing a lawsuit.

The whole process is free of charge.

Prior to making any purchase decision, Mr Anuwat suggests that buyers follow the checklist below: - Thoroughly check out the background and credibility of the developers and make sure they are not blacklisted.

The simplest way is to ring the board for in-depth information.

- Check the title deed to find out who is the actual owner and whether the property is mortgaged or under any debt obligation.

- Always keep the advertisements placed by the developers as they are considered part of the contract, with mandatory details such as property registration numbers.

This may be useful proof in the future.

- Always ask for the exact date of the project's completion so that the buyers can take legal steps in case there is a delay or scepticism about the extension of the project.

Buyers should also make sure the location is right and not in a flood zone or subject to possible land expropriation.
Before you buy ...


You've narrowed down your choice of home and are preparing to make the big commitment.

Here's a checklist of some of the things to consider next.

CHOOSING A LENDER
- When considering interest rates, don't focus only on promotions, but also look for each bank's benchmarks, whether minimum lending or minimum retail rates. Smaller banks usually charge more than the largest banks.

- Note carefully any additional charges, be they application charges, valuation or commitment fees. Also consider prepayment charges and restrictions _ most banks prohibit prepayment for at least three years, but some have even longer restrictions, limiting your financial flexibility to refinance.

- A good bank will continue to offer support and services long after you have signed your agreement. Mortgage loans are personal banking services _ a good bank should be willing to accommodate your needs in other areas as well, whether it be credit cards, personal loans or deposit products.

BEFORE SIGNING THE LOAN
- Read the contract carefully and ask the bank officer to explain in detail any terms you are unsure about. If in doubt, consult a professional.

- Check that terms are the same as those negotiated, particularly the loan amount, repayment terms, interest rates and fee charges. Ask whether the standard contract has been vetted by the Consumer Protection Board.

- Beware of any contract language giving the bank the unilateral right to raise interest rates or set minimum terms.

- Check what penalties are stipulated, including how many missed payments are allowed and the penalty rates.

BUYING A CONDO
- If you are not buying a pre-built unit, the credibility of the developer is crucial _ buying from a large, reputable company might cost more but it will save you money and headaches later.

- Check the parking facilities and spaces reserved for your unit. Are there additional costs involved?
- A security guard on post is standard fare for most large buildings. But are they there 24 hours of the day? Are there closed-circuit cameras and other systems to guard access?
- Make sure electricity, water and sanitation systems are up to standard. Many buildings have low water pressure unless adequate pumps and storage tanks are used. Electrical systems should be equipped with adequate circuit breakers and protection.

- Inspect the elevators, fire exits, stairwells, backup lighting, alarm and sprinkler systems. Are they well-designated and properly cared for? - Inquire about additional amenities, including a pool or fitness centre. Also ask about utilities, maintenance and other monthly fees.

YOUR DREAM HOUSE
- Many developers allow considerable flexibility for you to modify the design. Be up front with designers, contractors and architects about what you want.

- For any major modifications or new construction, working with a contractor you trust is essential. Horror stories abound of buyers who purchased expensive materials such as imported tiles or wood and received cheap substitutes. Inspect all work and ask for receipts and a paper trail of the materials and work done as well.

- Tiles should be neatly cut and laid out. Sloppy work here is obvious, and can be a warning of poor workmanship in more hidden areas.

- Electricity and water systems should be installed by professionals.Test all connections thoroughly.
Today's borrowers spoiled for choice 
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	  The first step to buying a home should start right at the mirror, where you ask yourself honestly what you can afford.


Banks are keen to lend, but array of options needs careful scrutiny 
DARANA CHUDASRI
For most people, the purchase of one's first home will be the biggest financial decision made in their lifetime.

With interest rates at historic lows and banks falling over themselves to entice new customers, there has never been a time like the present to moment to buy a home.

But financial professionals caution that the first step in securing a lender shouldn't necessarily begin with comparisons of loan incentives, interest rates or borrowing terms.

No, the first step should start right at the mirror, where you ask yourself honestly what can you afford.

Many experts say a good rule of thumb is to commit no more than 25% to 40% of your household income on your house.

Say you and your spouse make a combined 100,000 baht per month.

Any loan involving payments of more than 40,000 baht per month means less flexibility to manage your money if things go wrong.

Certainly one can expect that your salaries, over the 20-year period of your mortgage, will eventually increase.

But anyone taking out a loan that consumes a large amount of disposable income only opens themselves up for risks, where events such as a health emergency, child education costs or the loss of employment could put your finances on the edge of bankruptcy.

Also consider that interest rates won't stay low forever.

Most economists expect interest rates to begin inching upward starting in late 2004 or 2005.

Given the way most loans are structured, a single percentage point increase in rates could add thousands of baht to your monthly bill.

Banks have a vested interest in ensuring that borrowers don't take out debt beyond their means.

``In general, your monthly payments shouldn't be over 40% of your earnings.

Some banks will limit you to one-third of earnings.

And of course, if a borrower has any other major liabilities, this has to be taken into account as well,'' said Chatchai Payuhanaveechai, first vice-president for the consumer loan department at Kasikornbank.

The key factors determining the monthly payments you will have to make are the total amount of the loan, interest rates and the term of the loan.

In recent years, banks have steadily developed products to allow even longer terms for mortgages, with loans now available anywhere from five to 30 years.

Most allow loans from 10 to 15 years for condominiums, with terms of 20, 25 or 30 years for house mortgages.

Banks will set the loan duration based on the age of the borrower _ the closer to retirement age of 60, the shorter the term allowed, although some banks allow mortgages that mature when the borrower is as old as 65.

Even if your personal finances don't allow you to borrow enough to buy that once-in-a-lifetime home, alternatives might still be available.

Say you are a 29-year-old professional seeking a two-million-baht loan.

A 30-year loan at 6% interest would work out to monthly payments of around 14,000 to 15,000 baht.

Assume you also face an existing obligation on a separate land mortgage at 2,000 baht per month.

Keeping to the 40% rule would mean that the borrower should have a monthly income of at least 40,000 baht if he wants to borrow two million.

If your income is less, you might consider finding a guarantor, say a relative or spouse, who can co-sign the mortgage and give the bank additional security that payments can be made.

Many banks and property web sites offer online calculation tools to help buyers figure out monthly payments for loans of different amounts and terms.

Among the more popular sites are:
http://www.ghbhomecenter.com/
http://www.kasikornbank.com/
http://www.bangkokbank.com/
http://www.homedd.com/, a site maintained by market leader Land & Houses.For buyers uncertain about their credit, many banks also offer free pre-approval services.

Within a week of receiving documentation on your job, assets and credit history, the bank will notify you about what you are eligible to receive, with no obligations involved.

Keep in mind that most banks won't extend the full purchase price of your home _ 80% is the norm, although some banks and developers will join together to offer mortgages of up to 100% of the purchase price.

If you are unable to borrow the full purchase price, then you will need to consider the down payment as well.

And don't forget to include other expenses in your homebuying budget calculations, whether it be furnishing, moving or decoration costs, utilities and other expenses.

If you are moving from a condo in central Bangkok to a suburb, factor higher transport costs into your home budget as well.

Now that you've done all the calculations of your budget and have a rough idea on the term and amount needed to buy your house.

The next step is choosing your bank.

The biggest distinction from one bank to the next isn't interest rates really, but rather how they are applied.

Local banks now offer a dizzying array of different mortgage products mixing fixed-term rates and floating rates.

As the term suggests, fixed-term rates are those where interest costs are set in advance for a given time period, whereas floating rates vary based on market conditions.

The vast majority of products available now involve fixed rates for the first several years, followed by floating rates for the remainder of the mortgage term.

The Government Housing Bank does offer a fixed-rate mortgage for the entire term under a special programme with the Government Pension Fund for civil servants.

And the Islamic Bank of Thailand, which offers services based on Islamic law, also offers mortgages with fixed costs throughout the term.

The state-owned Secondary Mortgage Corp is also working with local banks to help offer long-term fixed rate loans.

But for most customers, a new mortgage involves a combination of fixed and floating rates, or rates that float throughout the term of the loan.

Given the high competition, rates and terms are in a continuous state of flux.

Any buyer seeking the lowest rate should consider carefully the deals offered by banks, and think not just about the lowest fixed cost, but what the floating charges would be as well.

In general, the largest banks and state banks typically offer floating rates as much as one-half to one percentage point lower than smaller banks, potentially amounting to tens or hundreds of thousands of baht over the term of a mortgage.

Consider two deals, one from UOB Radanasin and one from Kasikornbank.

One option offered by UOB Radanasin gives you a rate of 2.49% for the first year, 2.99% for the second and third years and then minimum lending rates afterward, now set at 7%.

In contrast, Kasikornbank quotes MLR minus two percentage points for the first two years, then MLR plus 0.25 points.

MLR now stands at 5.5%, resulting in a rate of 3.5% for the first two years then 5.75% afterward.

Assuming interest rates remain unchanged, most buyers would see long-term savings by choosing Kasikornbank, given the lower prime rate after the third year.An even cheaper rate is available at Thanachart Bank, with a fixed rate of 1% for the first year then MLR for the rest of the term, or equal to 5.75% now.

Mr Chatchai at Kasikornbank says homebuyers should also consider that even if two banks offered the same interest rate, the actual monthly payments may very well differ.

Most banks will calculate additional charges of 1% to 2% on top of the interest rate as a safety valve against default.

These charges have the net effect of reducing total principal owed.

Another issue to consider are early repayment charges and terms, which in turn determine the flexibility of borrowers to refinance in the future.

In general, early repayment is allowed after three years with a charge of 2% of the principal, although terms will vary from bank to bank.

Other important charges that will ultimately increase borrowing costs include loan application, valuation and insurance fees.

Most banks will require borrowers to purchase home insurance as a precondition for a mortgage.

During the application process, most banks use some a credit scoring system to consider the riskiness of a borrower.

Key factors include one's profession and salary, personal finances and assets, past credit history and relationship with the lender, if any.

A married borrower rates higher than a single one, as do applicants with advanced university degrees.

Tenure on the job is also considered, with applicants with work experience of more than four to five years given a higher score than new graduates just entering the workforce.
Tasteful décor need not be a deep-pocket affair 
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	  Woods Bagot designed the interiors of the display units (above and below) at The Lakes (bottom), creating a classic contemporary style for a homey feeling.


Interior designer offers sound advice for attaining the living space you dream of 
NINA SUEBSUKCHAROEN
A tight budget does not necessarily mean one cannot have a beautifully decorated house.

Many professional designers are able to come up with top-notch décor in any price range and in a wide range of styles, says Yupa Chongpatiyutt, joint country manager of Woods Bagot Thailand.

Even though a lot of people who have limited budgets think a well-designed home is out of their reach, this is not the case as firms like Woods Bagot can develop a plan within a specified budget, she said.

Most people, she said, have good taste but tend to mix various trends and often do not really understand what they want.
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	The firm recommends using a natural colour for walls and floors with colourful furniture. 


``They tend to see too many things and say I want this and I want that.

But when you do something you have to make up your mind and be specific on what you want and be able to develop from within yourself what you really want the end product to be,'' Ms Yupa said.

Often clients come to her and say they like the interior design of certain hotels.

However these hotels have many design themes and the client cannot pinpoint what they really like as they do not know precisely what it is.

A lot of clients also cannot read a three-dimensional drawing nor get the perspective.

To overcome this problem Woods Bagot has to arrange a mock-up for them so that they can see the real material and set up. This could be in a room, part of a room or part of a wall.

However, for those who absolutely have to decorate their homes on their own, Ms Yupa's advice is to pore through design books and select something you really like and not mix this with any other styles as you would only end up with a headache.

``Don't change from one to the other and don't listen to your neighbours because they will partially change your mind,'' she said. ``Be firm in terms of your requirements.'' A neutral colour scheme is the best option for interior design as it gives more flexibility to the overall plan, especially sticking to the natural colour of timber and stone, she said.

``So if you use any material, use one with a natural colour. Don't paint timber red. Keep it simple. Keep it neutral. You can add colour with the fabric which you can easily change,'' Ms Yupa said.

The Woods Bagot executive's personal choice would be a very basic colour for curtains but something that is easy to maintain while the floor and door would be a darker hue such as stone or hard timber.

For walls, she suggests using a very simple material that is easy to replace and then add some colourful loose furniture.

Two of the recent successful interior design commissions carried out by Woods Bagot include the showroom of The Lakes condominium project near the Asok intersection and the Holiday Inn in Shanghai.

The décor of The Lakes' mock-up unit is in a classic contemporary style aimed to create a homey feeling.
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	  The Lakes


CB Richard Ellis, handling the marketing of the project, felt this type of design would work best in attracting clients, Ms Yupa said.

The Holiday Inn in Shanghai has a very new and totally minimalist design.

Based on occupancy levels, the design has been well received with the rate reaching 60% in the first month of operation and 85% in the second month, she said.

Ms Yupa, who was trained at the Woods Bagot office in Australia, said she preferred designs from that country over what comes out of Great Britain and American because Australians tend to think outside the box.

``I feel more excited when I walk through a city like Melbourne.

I went to condominiums around town and houses; they had different styles everywhere, they have a different range of designs,'' she said.

In her opinion British design is a little bit traditional as there may be a lot of constraints in their culture that actually limits design and perception.

She has never been to the United States but thinks that part of the world could be very exciting.

As for Asian design, Ms Yupa's impression, formulated through stays at various hotels in the region, is that even though Singapore and Hong Kong have excellent designs, they tend to spend a lot of money.

``To achieve something you don't have to spend a lot of money, you can actually be resourceful,'' she said.

Thai designers have got the skills but their main obstacle is that to achieve the best decor within a budget that is understood by the client, they prefer to follow rather than lead, according to Ms Yupa.

It is very hard for Thai designers to think of something new and say this is a new style which you could use as they would be blocked by the thought that this is not something they have seen before and it might not be good.

``That's the mindset and it's hard to get through that,'' Ms Yupa said.
Condo mania reaches giddy new heights
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	Twin Peaks, being marketed to Japanese buyers, is one of many condo projects under way. 


Rush to book units recalls earlier boom, but this time demand is from genuine end-users 
NINA SUEBSUKCHAROEN
The past few months has seen the inner-city condominium market reach a fever pitch with frenzied sales of units in prime locations to those who are well-heeled.

Buyers seem to have a devil-may-care attitude about whether these projects will ever be completed or whether they will get their down-payments back if they do not materialise.

The pain of the crushing economic crisis of 1997 when thousands were rendered jobless and had to scramble to make ends meet by taking up what ever lowly jobs they could get seems to be a distant memory.

Instead, people are concerned about the minuscule bank interest rates and dissatisfaction that their money is not working as hard as they themselves are in order to get ahead financially.

L.P.N.

Development set a stunning record with sales at its latest project, Lumphini Suite Sukhumvit 41, closing within four hours of the launch.

People queued up the previous night in a scramble to get one of these units.

Other property developers too set breathtaking records, closing sales within weeks of the launch of their projects with prime examples being Asian Property's Citi Smart Sukhumvit 18 condominium and Raimon Land's The Lakes.

Sansiri's subsidiary Plus Property Partners is also racing ahead after selling all the units at its project in Sukhumvit Soi 38 within weeks.

About 90% of the units at its Plus 67 Hip Condominium have been sold and likewise 80% of the units at its Siri Yenakart project.

Meanwhile, Nexus Property Consultants which is in charge of the sales of Urbana residential condominium in Sukhumvit Soi 15, a project of Siamphan Enterprise, says there is only one unit left there and the firm has moved on to launch a second project, Urbana Langsuan.

Other developers too plan to enter this lucrative market with Lalin Property, a successful player in the middle-income housing market, saying it could soon launch an inner-city condominium project.

The Japanese community has also caught the fever, with Chintai Bangkok Company saying it had sold around 50% of the Twin Peaks Residence leasehold project in Sukhumvit Soi 17 to mostly Japanese buyers.

Construction activity between Soi 1 and 55 of Sukhumvit Road, which continues to remain the most popular place for expatriates to live, is also gathering pace with a total of 34 property projects coming online.

In a survey taken by Mark Mason, who was previously with DTZ Debenham Tie Leung, showed that of the 34 new projects, which are due to be completed either this year or by the middle of next year, 12 are non-serviced apartment, five are serviced apartments, eight are condominium projects, three are hotels and six are private residences.

The 12 apartment projects, seven of them on west Sukhumvit, will add 520 units to the market while the five serviced apartment projects will add another 725 units.

	[image: image8.jpg]




	Graeme Laird of the Andrew Park agency believes overall demand is good but he cautions against irrational exuberance by lenders. 


Also entering this stretch of Sukhumvit are 546 condominium units.

As one would expect the real estate boom has also lifted good property stocks such as Land & Houses (LH), Supalai (SPALI), Quality Houses (QH) and L.P.N.

Development, which are also expected to perform better in the second half of the year after a good but not spectacular first half.

Depending on the entry price, several stocks in the sector are rated as long-term plays by Philip Securities, which expects the housing market to remain good for at least another one to two years.

Despite the upbeat mood all round, danger still lurks as there are fears that careless lending could ruin the market and plunge it back to the dark days of the economic crisis.

Graeme Laird, president of the real estate agency Andrew Park, said earlier that he believed one or two banks were becoming too enthusiastic in their lending.

``My worry is that banks will get careless in their lending practices.

I see a resurgence of development that are not well thought through.

Hopefully the banks have learned their lesson.

I am somewhat concerned about that,'' Mr Laird had said.

Kasikornbank executive vice-president David Hendrix had also said earlier that even though there was strong demand in certain sectors, there remained a lot of excess capacity to be worked through.

``Even on the residential side we have some way to go to get rid of the excess capacity,'' he said.

However, Mr Hendrix said the property market tended to be very cyclical.

``I don't think we are at the point where you can say we are in a boom market.

I don't think prices, in better locations, are overheated.'' It should be remembered that city-centre residential condominiums here are a lot cheaper than in other regional centres.

Prices in Singapore and Hong Kong remain higher even though they have come down by around 50% or more, Mr Laird pointed out.

With the new year around the corner, we should brace ourselves for another exciting turn of the inner city condo market.

Some developers have already hinted about new projects they plan to unveil in 2004.

Prices have crept up quite high, reaching over 50,000 baht a square metre for projects in prime locations, and we hope they do not climb much higher as it would mean that a lot of people would not be able to afford to buy these much sought after units even though the owners and developers would benefit.

Buyers should keep in mind that it is maintenance which ensures that a project keep its value over the years.

Many prominent players have observed that maintenance and management at several condominium buildings had room for improvement.
Thais take up Phuket offers 
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	Baan Chaitalay in Hua Hin


NINA SUEBSUKCHAROEN
When talking about resort properties one cannot fail to realise that Phuket, known for its million-dollar villas, is not only the hottest market with global appeal but Thais too are buying holiday homes on the resort island at these exorbitant prices, according to Apisit Limlomwongse, managing director of Nexus Property Consultants.

In the past people, about 90% of the buyers of villas priced at US$1 million (about 40 million baht) were foreigners but this has changed and in some projects half of the buyers are Thai, he said.

One thing that makes Phuket a hot market is the airport, which accommodates direct flights from both Australia and Asia.

``This has made Phuket seem like a different country linked to Thailand,'' Mr Apisit said.

Jones Lang LaSalle director Robert Collins agreed that the million-dollar home price tag is attached to Phuket but pointed out that villas priced over $1 million have also been successfully sold and that the Phuket market is likely to be able to sustain itself.

However the $200,000 to $400,000 bracket holiday homes and villas in Phuket are likely to become more of the mainstay during the next two to three years as people unable to afford the million-dollar-price tag get into the market, he said.

``That is the direction the market is strongly headed at the moment,'' Mr Collins said.

Underscoring this viewpoint is the recent launch of two projects in Phuket which were priced at a lower level.

One of them is a housing project at Loch Palm golf course developed by a joint-venture involving MBK Resort Plc and Tropical Life Co.

Townhouses here are priced at six million baht, garden villas 7.5 million baht and houses on the lake from 18 million baht.

The other project is Patong Bay Hill, located on the hills behind Phuket's famous Patong beach.

The developer is Sattaporn Hatakarn and the project includes 119 condominiums in low-rise buildings as well as 19 houses.
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	Mr Apisit (left) and Mr Collins say resorts such as Baan Chaitalay (above) in Hua Hin have appeal to certain buyer groups. 


The two- to three-bedroom units of 150 to 200 square metres each are priced at 6.5 to 11 million baht.

Prices for homes with the same amount of bedrooms have still to be finalised, however a three-bedroom house is expected to carry a price tag in the range of 15 million baht.

CB Richard Ellis's executive director, James Pitchon, said that while the Thai market stood as Asia's premier tourist destination, it was also now seen as a destination for long-term residents, particularly in the more developed resorts such as Phuket, Hua Hin and Koh Samui.

``Not only do these areas offer the lifestyle of a tropical paradise, but support facilities have become increasingly sophisticated,'' he said.

Increasingly foreigners are treating Thailand more than a tourist destination and have turned it into a regional base and a retirement destination.

``In Europe, Spain and Portugal started their tourist industries as a summer destination for northern European visitors.

Today these countries are major destinations for retirees who prefer to live in a warm climate,'' Mr Pitchon said.

Nexus's Mr Apisit said the main selling point of a villa in Phuket was the view and for this reason all of the most desirable homes are built on a slope.

They do not have to be next to the sea but must to have access to the beach.

``A villa's price is determined by the location, the cost of building the house does not differ.

Developers first buy the land and then sell it.

After the land has been transferred then only is the villa commissioned to be built,'' he said.

Phuket's property market should remain stable as good land is not plentiful.

Earlier development was most often on the western side of the island but now the eastern side is being built up, Mr Apisit said, adding that if demand remained consistent prices would likely increase.

A brand new project at Phuket's Cape Panwa, developed by SET-listed Charn Issara and named Sri Panwa, is an indication that development is spreading out from around Patong and Karon beaches.

The villas are not in a commercial area but instead are in a quiet section of the island and have great views, the Nexus managing director said.

``Each villa will have its own swimming pool but the selling point is the view,'' he added.

CB Richard Ellis's Mr Pitchon welcomed the participation of a large, well-funded Thai developer in the Phuket property market as it will result in a wider choice of quality development and give potential buyers a greater amount of confidence.

Jones Lang LaSalle's Mr Collins said Hua Hin was also seeing a resurgence with the level of interest increasing.

The buyers are mainly Thais but there is also a good level of foreign interest.

The travel time and price bracket makes Phuket less convenient for a lot of people living in the capital who turn to Hua Hin.

``The authorities in Hua Hin have a good grip on maintaining a desirable resort location and the future looks optimistic,'' he said.

A law has recently been enacted forbidding further construction of high-rises next to the sea.

``This has led to a diminishing supply of condominiums on the beach.

Some projects even advertise that theirs is the last project on Hua Hin's beachfront,'' Mr Apisit said.

This trend means in the future we could see the development of houses around Hua Hin's golf courses, according to Mr Collins.

Mr Apisit said while there is property built for sale at Hua Hin's golf courses, this market has not boomed yet as most people who move to this beach resort prefer to live next to the sea.

Land at golf courses is also cheap, being sold for 10,000 to 15,000 baht a square wah.

Mr Collins said Pattaya was definitely seeing a return of high-quality interest from Thais and expatriates in Bangkok as well as overseas parties.

Pattaya has a very diverse range of potential customers and its image is also improving, he added.

Mr Apisit said Pattaya too had a lot of retirees living there and one could buy a condominium there from around 35,000 baht per square metre, which is lower than the medium range.

However there are also expensive condominiums in Pattaya but not too many developments.

The Samui market is similar to Phuket.

``Quite a few new developments are under way and they seem to be selling quite well, quite high prices as well,'' Mr Collins said.

Krabi is not as well developed as it is further away and harder to reach but one or two more high-quality developments could bring Krabi onto the map and start stealing potential customers from Phuket and Samui, he added.
Foreign interest begins to dry up 
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	Pitchong: luxury market healthy; Roberts: hotels offer potential


Post-crash deals at fire-sale prices turned out to be more limited than anyone imagined, but some good investment niches remain 
NINA SUEBSUKCHAROEN
The party is over. Overseas investors' high hopes of buying Thai property at fire-sale prices are now merely a flash in the pan. Unlike the period from 1997 to 2001, the opportunities in the Thai property market are now limited, according to James Pitchon, executive director of the property consultancy CB Richard Ellis.

Foreigners are now competing more against domestic property investors, who have access to significant financial resources, Mr Pitchon said, adding that local purchasers are also able to pay higher prices than overseas investors because they have access to lower-cost funding and do not face currency risks.

Consequently, foreigners have not been too active in the Thai property market, lately with the most successful investors being those who focused on new developments such as the ones being undertaken by major property firms.

An example of this is Golden Land which has significant amount of overseas shareholders.

``Golden Land has been most successful in developing residential properties.

It was one of the first developers to focus on providing single detached houses in mid-town locations,'' Mr Pitchon said.

Jones Lang LaSalle's country head, Spencer Roberts, said the interest in the Thai property market was still there but it varied from segment to segment.

``Foreign interest in hotel and leisure (segment) certainly has continued, in Bangkok and on the islands,'' Mr Roberts said Where non-performing loan portfolios are concerned, which essentially involves buying debt backed by real estate, foreign interest is now drying up, Mr Roberts said.

``This is primarily because the economy is stronger and, more importantly, the huge liquidity in the market has resulted in fewer people defaulting and those that have already defaulted are in a better position to repay and restructure their loans,'' he said.

Foreign entities were active buyers of these types of distressed-asset portfolios at the end of the 1990s.

As for the residential sector, Mr Roberts said foreign interest had been increasing sharply while Jones Lang LaSalle director Robert Collins pointed out that there was definite interest in buying Thai residential property not only in Bangkok but in Pattaya, Hua Hin and the islands.

``The foreign investor is expected to bring in the money from overseas.

The low interest rates from Thai banks aren't readily available to foreigners,'' Mr Collins said.

Mr Pitchon agreed with this, saying the number of potential overseas investors is limited by requirements that funds for property investment come from overseas as foreign currency, restricting the ability of an overseas investor to borrow money.

These restrictions do not exist in a lot of other places including Singapore and Hong Kong.

Another obstacle for foreign property investors are Thai laws limiting their purchase of land.

Nexus Property Consultants' managing director Apisit Limlomwongse said that while some people may feel that Thai laws governing foreign purchases of land are too strict, it also is a psychological issue as many Thais are afraid of foreigners taking over their country.

``I don't believe there will be any politician coming out to say that he or she will change this law because it would not be popular among voters,'' he said.

``This is a very, very sensitive issue so I think this is not something that will change very easily.'' Currently, a foreigner investing 40 million baht in a business or government-approved investments, as opposed to simply placing the money in a bank, may buy up to one rai of land.

Companies may also buy land but the majority shareholding must be Thai.

Foreign investors can also get permission from the Board of Investment (BoI) to buy industrial land to build a factory.

However if they change their line of work or move elsewhere, they have to sell the land and plant and not rent it out, Mr Apisit said.

``BoI approval to buy land for industrial development can be for 100% foreign-owned firms such as General Motors.

Permission is given on a case-by-case basis,'' Mr Apisit said.

For condominiums, a rule restricting foreign ownership to 49% of a building was eased from 1999 until the end of the year.

Foreigners, for the time being, are allowed to own more than 50% but not up to 100% of a property in Bangkok with land plots of not more than five rai, he said.

Foreign interest is steady in the commercial and industrial sector, with foreign firms keen on acquiring industrial space.

A prime example is the recent deal between SET-listed industrial park developer Amata Corp and the San Miguel brewing giant of the Philippines for the latter to build a large plant in Thailand, Mr Roberts said.

However, there has been very little foreign investment in the office market because the return from rental revenue compared to the overall investment in a building is too low for investment purposes in Bangkok, Mr Collins said.

CB Richard Ellis's Mr Pitchon said Thailand currently had the most dynamic property market in Southeast Asia, which offers good prospects for the mass and the luxury residential market, rising rents in the office market and strong consumer confidence underpinning retail development.

``Even the industrial sector has seen a considerable increase in demand and we expect to see the best industrial land sales since 1997,'' he said.

Mr Roberts said prospects could improve if the Bank of Thailand were to soften rules and regulations governing foreign ownership, making owning landed property and borrowing funds easier and more accessible.

``Thailand would probably find itself with a huge influx of overseas buyers, further fueling and sustaining the current boom in the residential sector,'' he said.
Handy contacts 


Buying a new home or property can be intimidating for any newcomer. As with any purchase, a little homework in advance can potentially save you lots of headaches, time and hassles.

Fortunately, there are plenty of resources available on the property market, your rights and the law.

One of your first stops should be to the Government Housing Bank.

The state bank has an excellent web site with information on the Thai property market, available property listings and what to look for in purchasing a home, condo or townhouse.

The GHB, as well as other commercial banks, also offers an online mortgage calculator that you can use to calculate your potential budget, your monthly payments and possible financing options.

Information on particular developers can be found at the main industry associations _ the Thai Real Estate Association, the Housing Business Association and the Thai Condominium Association.

All three associations can help you contact a local developer, check projects under development as well as give basic data on the property market.

More extensive information on the property market and supply and demand trends can be found at the Agency for Real Estate Affairs, a private company that conducts regular appraisals and valuations for the GHB on the property market.

Buyers looking for recent transactions and valuation prices can also check with the Land Department or with local valuers _ contact the Thai Valuers' Association for information.

Anyone looking to buy or sell a property can often save considerable time by working with a local broker _ the trade body for brokers is the Real Estate Broker Association.

Since the 1997 Asian financial crisis, hundreds of billions of baht worth of properties have come on to the market, seized from delinquent borrowers and now awaiting sale.

Property listings can be found at the Legal Execution Department, the state agency responsible for selling foreclosed assets.

Local banks also advertise the most promising properties for sale at their web sites and offices.

Concerned about your rights under the law? Uncertain about particular contract terms, tax liabilities or legal procedures? Unsure whether a particular developer is reputable or not? The Consumer Protection Board offers extensive services on contracts and maintains databases of past consumer complaints for various property projects.

- Bank of Thailand: 02-283-5353, http://www.bot.or.th/

- Government Housing Bank: 02-246-0303, http://www.ghbhomecenter.com/

- The Land Department: 02-222-6131-40, http://www.dol.go.th/

- The National Housing Authority: 02-377-2010-22, http://www.nhanet.or.th/

- The Legal Execution Department: 02-433-6001-5, 433-6007-9, 881-4999, http://www.led.go.th/

- The Consumer Protection Board: 02-282-4579, http://www.ocpb.go.th/

- The Thai Real Estate Association: 02-229-3188-90, http://www.thairealestate.org/

- The Housing Business Association: 02-440-1274-6, http://www.housingbiz.org/

- The Thai Condominium Association: 02-260-3592-9

- The Real Estate Broker Association: 02-986-5388-9, http://www.reba.or.th/

- The Association of Siamese Architects: 02-319-4124, 319-6555, 719-6292-4, http://www.asa.or.th/

- The Thai Contractors' Association: 02-255-3991-2, http://www.tca.or.th/

- The Thai Valuers' Association: 02-260-3880-1, http://www.tva.or.th/

- Agency for Real Estate Affairs Co: 02-295-2294, http://www.area.co.th/

- PropertyLines Co: 02-941-0152-71, http://www.propertylines.co.th/
Purchasing a condo as a sound investment 

The more active residential condominium market in Bangkok over the past nine months has attracted a growing number of end-users and investors to buy units, particularly in the central locations of the city, according to the international property consultants CB Richard Ellis.

Most new projects have been sold quickly, spurred by a combination of a large pent-up demand, low mortgage interest rates, reduced transfer fees and special business taxes, and an overall improvement in the country's economy, thereby making people become more secure about their jobs.

``Given these encouraging market signals, more buyers are now considering purchasing properties for investment,'' said James Pitchon, executive director of CB Richard Ellis.

``However, potential purchasers need to consider various factors to ensure that their condominium purchase is indeed a sound investment.'' Although the investor will not actually reside in the condominium unit, he should put himself in the shoes of a tenant when purchasing a unit.

Therefore, the project's location, quality, design of the units, price, facilities provided and the project's management need to be assessed to make sure that reasonable returns will be achieved and that the property could appreciate in value in the future.

``Some buyers neglect to ask about some condominium features that could be important to tenants, such as the number of parking spaces that come with the unit, provision for laundry and storage areas, garbage collection, location of the air-conditioners' compressor (sometimes this is located on the balcony, thereby limiting the balcony's intended use), kitchen ventilation, size of windows, etc,'' said Nassaporn Prakunhungsit, director of the residential sales department at CB Richard Ellis.

Having the right features enhances the potential to achieve higher rents for condominium units.

Ms Nassaporn added that tenants generally want to rent furnished units in Bangkok, so there is usually the additional capital cost of purchasing furniture on top of the original purchase price of the condominium.

It is important that the furniture is practical and durable and must appeal to a broad range of tastes.

Appliances must be sized correctly, and in many cases it is necessary to provide a clothes washer and dryer.

Purchasers buying to lease out their units must also remember that the potential market is generally restricted to expatriate tenants.

The latest figures from the Alien Occupational Control Division of the Department of Employment show that there were 44,692 expatriates with work permits in Bangkok, excluding diplomatic staff.

The average length of stay in Bangkok for an expatriate is about two years, according to the residential leasing department at CB Richard Ellis.

The new wave of condominiums and apartments under construction will be competing with existing condominiums, apartments and houses for a potential market of expatriates that is not growing significantly.

Investment in better located and good quality condominium projects can generate good returns.

``At present, prime condominium projects in strategic locations in the central business district (CBD) could achieve gross yields of 6%-8%, higher than the current savings interest rates,'' said Mr Pitchon.

For example, a condominium unit in a prime project on Langsuan Road that was purchased for an average price of 80,000 baht per square metre and with an expected rental of around 500 baht per square metre per month would achieve a gross yield of 7.5%.

In order to attract tenants, the building must match tenant's requirements in terms of location, facilities and the unit's layout, and decoration must also appeal to a broad section of the market.

The rental must match tenants' budgets which are generally the housing allowance paid by the expatriates' employers.

It is extremely rare that an expatriate will spend more than the allowance on rental accommodation.

However, purchasers should bear in mind that other costs will be incurred in renting the unit, such as fees for the maintenance of the condominium's common areas and facilities.

The common area management (CAM) fee for good quality condominiums could range from 30-40 baht per square metre per month, depending on the number of units in the project, the size of the common areas and the facilities.

``A smaller number of units in the building may result in higher monthly CAM fees per square metre.

Projects with landscaping and water features that are difficult to maintain may also require higher CAM fees,'' said Ms Nassaporn.

Condominium purchasers should be extremely concerned about the property management of the building.

The common areas of the building are managed by companies appointed by the co-owners management committee.

It is now clearly evident, looking at buildings completed in the last boom that well-managed buildings continue to appreciate in value and attract tenants while poorly-managed buildings depreciate.

Potential condominium purchasers should check which company has been appointed to manage the building and what is the condition and reputation of other buildings managed by the company.

``Tenants also expect owners to maintain the interior of the units, for example, providing a regular maintenance service for air-conditioning equipment and repairing any appliances that break down.

This can be a time consuming process and investors may find it more cost-efficient in terms of time to use a professional management company for rent collection, utility, expense collection and repairs,'' Mr Pitchon said.

Investors should also screen the prospective tenant to minimise his risk on renting the unit.

He must assess the company that the tenant works for, his status (single or married) and even his habits (e.g. smoker or non-smoker).

Mr Pitchon emphasised that in addition to CAM fees, potential condominium investors must also take into account other expenses.

These include the letting fee to an agent normally the equivalent to one month rental, house and land tax equivalent to 12.5% of the rent of premises, insurance of the fixtures and fittings of the unit and, finally, if the unit is owned by an individual, the rental will be subject to income tax.

CB Richard Ellis believes that purchasing condominiums to rent has bright prospects but the investor should consider carefully the various factors he may face as a landlord.

He should carefully assess the financial considerations and expected returns of purchasing and renting the unit, and he should take an active role as landlord to ensure that the tenant is happy so that he can attain his financial objectives.
No time like the present
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	From the Ua-Arthorn low-cost homes (above) to condos costing 20 million baht and up, housing products are available for every budget.


Homes in all shapes, sizes and prices compete for buyers' attention 
KRISSANA PARNSOONTHORN
Anyone looking to feel the pulse of the Bangkok property market need only take a good look around the city skyline.

Billboards and posters can be found everywhere, touting the latest housing projects from developers or low-cost mortgage products from banks.

High-rise developments, once abandoned following the 1997 crisis, now buzz again with work crews and construction cranes.

Furniture and do-it-yourself home repair stores are booming with business on the weekends.

Low interest rates and strong economic growth have helped spur a booming recovery in the Bangkok market, whether it be in high-rise luxury condominiums, detached homes or exclusive townhouse projects.

Even in the provinces, land prices and transactions have begun to pick up pace both for buyers looking for their own homes as well as investors seeking favourable returns in the future.

Entering 2004, the property market stands on the edge of sweeping change.

For starters, a new zoning plan will take effect in mid-2004, opening up new areas for development throughout Bangkok.

New roadways, expressways and the long-awaited Bangkok subway system will have a profound impact on property values, new development planning and commuters alike.

Developments in the country's financial system promise to give buyers more options than ever before in financing one's dream home.

Where just several years ago a buyer might have had only one or two mortgage options, banks today offer a bewildering menu of rate structures, loan terms and incentives, all to the benefit of the consumer.

Loan applications in the past often took weeks before a response was made.

Now, some banks offer same-day credit approvals, thanks to advances in information technology and credit analysis systems.

The present government, well aware of the importance of the property market for economic growth, has launched numerous programmes to increase financing options for the public, expand potential development areas and improve transport and utilities infrastructure nationwide.Indeed, the strong recovery has led some experts to caution that history may well be repeating itself with a new property bubble forming to possibly explode in the near future.

But most analysts and economists express more optimism than fear, arguing that today's strong growth reflects the demand for housing which had remained pent-up for years during the economic crisis.

Demand still remains ahead of potential supply, whether it be at the low or high end of the market.

With the economy expected to continue to grow and interest rates to stay low, most developers say times have never been better for the market.

Anant Asavabhokhin, president of market leader Land & Houses Plc, says the economy and property market are moving hand-in-hand.

``With the strong economic recovery, people have job security and they are more confident about buying a house.

Low mortgage rates have encouraged demand and this also translates into higher purchasing power for buyers,'' he said.

Another positive factor is property tax incentives, which are scheduled to expire by the end of this year.

These tax breaks are forcing prospective buyers to make a quick decision.

Currently, the property transfer tax is 0.01% (down from 2%), the mortgage registration fee is 0.01% (down from 1%) and the special business tax is 0.11% (down from 3.3%).

Developers agree that the uncertainty over whether the government would renew tax incentives next year has prompted them to increase sales activities to capitalise on the tax privileges before year-end.

The rush by buyers and developers alike may result in problems down the road.

The shortage of labour and some construction materials, coupled with the pressure of delivering houses to customers on time, may mean that quality will take a backseat.

Consumers have been warned to carefully inspect the houses before making the big decision.

Thongchai Busrapan, senior vice-president of Noble Development Plc, said now was the right time to purchase a home what with the low interest rates, low taxes and reasonable prices.

``If you buy next year, you will pay around 6% more due to extra tax burdens,'' he said.

This year, both listed and non-listed developers are upbeat with their brisk sales projections of at least 20% higher than last year.

Small players, which had faded from the market since the 1997-98 economic crisis, are returning to market with their shoestring projects silently sprouting up near the larger-scale housing developments.

Mr Anant said the housing boom had just begun and that the market was still well below the peak in 1995 when housing registrations in Greater Bangkok totalled 172,419 units, compared with only 34,035 last year.

This year, the figure is estimated at 40,000-45,000.

``The housing industry will continue to grow and sustain on the back of the overall economic growth.

If the tax incentives are not renewed next year, the market will slow down for a certain period and then back to a normal situation in the second half,'' he said.

The country's economic growth projection is 5.7-6% this year and 7-8% next year.But tracking demand for the property market is complicated by the fact that population figures, particularly in Bangkok, vary widely due to migration flows.

Most estimates place the number of people in the capital at around six million people, although the actual number of residents might be as high as 10 to 12 million at any one time due to seasonal migration.

Family demographics is another factor distorting attempts to analyse the market.

Many residents include their extended family.

Analysts say that as economic growth continues, the number of extended families living together is expected to shrink steadily, potentially unleashing new demand.

On the other hand, many urban residents are increasingly waiting longer before marrying as well as having less children, further influencing demand estimates.

The National Economic and Social Development Board estimates that housing demand in Bangkok should be between 60,000 and 80,000 units per year, calculating about 1% of the total registered population.

Kanok Dechavas, a former president of the Thai Real Estate Association, said the property market did not have sufficient and precise market information.

``The information is always our problem.

Developers should minimise risks by understanding their market positioning and segmentation and knowing customer behaviour.

That's always a key to success,'' he said.

On the supply side, the housing market can count only brand-new homes.

Registration is made when self-built houses as well as units built by developers are sought for home addresses at district offices in Bangkok.

During the first half of this year, total registrations in Greater Bangkok stood at 19,123 units, of which 9,805 units were built by developers and 9,318 by individuals.

Among the units built by developers, detached houses represented 5,583 units, or 57%, followed by townhouses at 4,175 units, condominiums 416 units and duplexes 362 units.

Mr Anant said the figures reflected the fact that detached houses were more popular among buyers and that condominium supply was limited.

Many are puzzled as to why the condominium registrations were so low given the number of new projects launched in recent months.

The reason is that each low-rise condominium building with around eight to nine floors takes at least eight to 10 months to build and that is why registration is delayed long after the day of sale.

``This is different from detached houses and townhouses because many developers have adopted a pre-built house construction strategy.

After the buyer buys a house, the ownership will be able to be transferred within 15 days or more,'' Mr Anant said.The low-cost housing sector should not be overlooked as it will fuel future housing growth.

The government has assigned the National Housing Authority to build 600,000 low-cost units during the next five years.

Under the Ua-Arthorn housing scheme, NHA will develop 30,000 units this year, 120,000 units next year and 150,000 units each in 2005, 2006 and 2007.

Daily and casual workers are target buyers, with monthly instalments as low as 1,000-1,500 baht based on household incomes of between 10,000 and 15,000 baht a month.

On Aug 12, a number of detached houses occupying 24 square wah of land in the Rangsit area were transferred to buyers.

Since the property slump which followed in the wake of the economic crisis, developers have changed the way they do business.

Most of them are trying hard to lower operational costs, manage construction efficiency and deliver houses to buyers on time.

They no longer place as much emphasis on building up their landbanks, preferring to develop small-scale projects that take less time to build and finalise sales.

Land & Houses led the industry with its pre-built house strategy which it said helped lower expenses and therefore lift revenue.

Construction technology is increasingly important.

At present, lightweight concrete blocks are available, helping to save time in shaping major structures such as walls.

Some developers including Preuksa Real Estate are looking at bringing in pre-fab construction technology which would help them control quality and build the houses more quickly.
In Phuket, time to look east 
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	Ao Po in the big island's northeast corner remains a relatively unexplored area. 


PROPERTY: As west coast fills up, buyers seek bargains elsewhere 
NINA SUEBSUKCHAROEN 
Property developers in Phuket are increasingly turning to the east coast of the island as the price of ocean-front property on the west coast continues to soar, according to Stephen O'Brien, managing director of the Phuket office of Knight Frank real estate agency.

Many builders are also fleeing a worsening problem posed by the traffic congestion on Highway 402 _ lately dubbed the ``Sukhumvit Road'' of Phuket _ which traverses the island from the northern tip at Sarasin Bridge to the southernmost part of the island at Rawai.

``While not as bad as Bangkok, there are certain hours of the day that you just plan around that particular road; it's a nightmare,'' he said.

Consequently, other roads are seeing more traffic jams as drivers avoid Highway 402, Mr O'Brien said, adding that the intersection near Tesco Lotus and the site where the new Central Festival shopping centre is being constructed should be avoided at all times.

``That particular stretch of the road is opening up as the retail hub of Phuket and it will only get worse as time goes by,'' he said. Two years ago it took 20 minutes to travel from Kathu to Chalong, but now the journey takes up to 40 minutes depending on the time of day.

The road from Kata to Patong and then onto Bang Tao beach is becoming increasingly used by residents, tourists and construction vehicles with no secondary road available.

Mr O'Brien said many locals and expatriates on the island are choosing housing locations that are close to their workplaces. Daily commute distances are expected to dictate the future growth pattern of Phuket, he said.

Many of Laguna's 4,000 mostly middle-class wage earners have bought low-end real estate on the northeastern side of the island for between 1.3 million and two million baht, Mr O'Brien said.

Developments on the east coast are also available at prices cheaper than on the west coast. A prime example is East Coast Ocean Villas, where one can buy a two-bedroom apartment of around 127 square metres with direct ocean views starting from four million baht.

``This equates to 31,500 baht per square metre as opposed to around 69,800 baht for similar developments in locations such as the southern end of Kata beach [on the west coast],'' Mr O'Brien said, adding that residents of East Coast Ocean Villas are close to good golf clubs such as the new Mission Hills Golf Course, Laguna, Loch Palm and Phuket Country Club.

More expensive developments on the west coast include Villa Santi at Patong beach and The Breakers at Kata beach.

``We tend to find that while purchasers in the 13-16 million-baht category will visit both projects, it is normally difficult for them to decide which project to buy into,'' he said.

Those who buy into Villa Santi do so because it is close to Patong and the beaches, restaurants and entertainment areas while buyers of The Breakers just want to confine themselves to the southern end of the island around Karon, Kata, Kata Noi and Nai Harn beaches.

``While not on a price or product comparison, I see the development of East Coast Ocean Villas as being The Breakers of the east coast, well-priced, good design, professionally managed in a tranquil location with excellent sea views and within walking distance of the beach,'' Mr O'Brien said.

Judging by the ever-increasing values on the west coast, the same syndrome could be repeated on the east coast before too long.

``It's not unusual to find that purchasers who buy off the plan make a 50% capital gain when the villa is completed,'' observed Mr O'Brien.

Although Phuket is expensive, serious buyers who look around the resort island will find many products that are excellent value for the money, he added.


Well thought out 
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	Buyers can choose light wood or cream-coloured tile flooring in the living area at a Le Metro unit. 


PROPERTY PREVIEW: Le Metro demonstrates attention to detail and quality. Once the subway opens, location won't be such an issue 
NINA SUEBSUKCHAROEN 
Property buyers must be pleased that they have so many condominium projects to choose from compared with a couple of years ago when there was scarcely anything new. Seeing the property juggernaut moving at almost unstoppable speed, companies in non-related sectors are jumping in.

The latest entrant is the mining company Tongkah Harbour, which has embarked, through subsidiary Sky Cliff, on Le Metro, opposite the Fortune complex on Ratchadaphisek Road.

Even though the subway is just a few months away from opening, the stretch of Ratchadaphisek Road where Le Metro is located is still considered off the beaten track by people who crave central business district locations such as Sukhumvit or Wireless roads.

But despite what the nay-sayers will have you believe, a good condominium in the prime area of the city is an asset that can be liquidated no matter how bad the economic conditions may be _ one might have to absorb a loss but would get some cash back.

This does not mean Le Metro does not have its good points. It certainly does, with the chief one being that the contractor is none other than Italian-Thai Trevi, so one is assured that the construction will be sound. Another plus is that the company is willing to set up an escrow account for buyers on request, something few other developers are willing to do. Such an account is essential if one wants to get the down payment back should the building not be built.

Even though it is slightly away from other prime areas, Le Metro is on a main road with the underground station near the entrance and Tesco Lotus just across the street at the Fortune complex. For these reasons, we are certain that those buying units would obtain rental income, albeit not as high as in the very heart of the city which does have more snob appeal. However, as prices are not low _ starting from 53,000 baht a square metre and going up to 75,000 for the penthouse _ the return on investment might not be substantial.
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	Most kitchen fittings are included in the purchase price. 


Le Metro is ideal for those buying a condo to live in themselves as commuting will be very easy once the subway opens and its main-road location does away with the need to navigate narrow sois.

Also setting this development apart from the majority is the fact that it is going to be an intelligent condominium building with broadband internet sockets, video intercom and a pass card to both the building and the car park.

The 326 units of the 29-storey development covering three rai are from one to four bedrooms with the former being 60, 78 or 80 square metres in size. Two-bedroom units cover 107, 114 and 122 square metres while three bedroom units come in two styles, single floor unit comprising 230 square metres and penthouse duplexes cover 254, 270 and 285 square metres. The largest penthouse duplex is a massive 410 square metres.

The two attractively furnished model units are 80 and 114 square metres with the former having one bedroom and the latter two. The former has light wood flooring in the living and dining area and the latter attractive cream-coloured tiles, with buyers having the option to choose what they want. The bedrooms all have beige wall-to-wall carpets. With the purchase price also come concealed air-conditioners, kitchen cabinets and hood (but not the stove) plus fully fitted bathrooms, though with pedestrian white Cotto sanitaryware.

A major problem in several condo buildings is insufficient car parking but this has been well taken care of here as there will be 358 spaces for the 326 units. The one- to two-bedroom units will get one parking space, three-bedroom units two and penthouses three. The car park is also convenient as it covers the one basement floor and the first four floors above ground with half of the ground floor being the lobby.

Facilities are also what one would expect of such a development and include two swimming pools with one being 25 metres long and the other for children, a fitness centre, steam, Jacuzzi, laundry service, a bistro and, unexpectedly, a business centre as well.

Clearly the developers are smart enough to compensate for project not being in an A1 prime area by making it attractive in every other way, which is a strong draw. However, our advice in today's competitive market is not to be in such a great hurry. Look around carefully at what is available before parting with your hard-earned money.
