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Property Insight

Gomparison of Property Investment
and Loan Policies Between Ghina and

Malaysia

Yang Wenyong, Economist at the China Quanzhou Bank Head Office
Marcus Chia Zeng Yik, Managing Director & Group CEO of Rand Development Sdn. Bhd.

alaysia has been a tfop destination
M for affluent foreign propery investors,

especidlly those from China. This could
be attributed to the country’s adoption of the
commonwealth system, stable pollical situation,
peaceful multicultural society, diverse culture,
year-round tropical climate, friendly people with
multilingual ability fo communicate and delicious
local cuisines. According to the Malaysian Institute
of Estate Agents (MIEA), foreign ownership of
properties in Malaysia is approximately 5 percent to
7 percent in the vicinity of Kuala Lumpur City Centre
(KLCC). Other locations favored by the Chinese
investors include Penang, Johor, Malacca, Sabah
and Sarawak.

Nevertheless, the outbreak of the COVID-19
pandemic on a global scale since December
2019 and the closure of the Malaysian borders
since March 2020 have waned foreign buyers’
interest to invest in Malaysian properties as they
have to postpone site visits repeatedly until further
notice.

As a result, certain of these groups of investors
have decided to invest in their home country
in order to prevent their cash in hands to be
depreciated by inflation.

KLCC, one of the hotspofs in Malaysia

On a positive note, the Kuala Lumpur City Centre
(KLCC) vicinity is one of the hotspots in Malaysia that
has maintained its momentum in attracting the
interest of Chinese investors during the COVID-19
pandemic.

In relation fo that, Rand Development Sdn. Bhd.
is cumrently planning to develop a new iconic
landmark project within the vicinity of KLCC. The
proposed mixed development is slated to have an

estimated Gross Development Value of RM 2.65
bilion, which comprise a boutique lifestyle mall,
convention and exhibition halls, a luxury five-star
hotel and high-end serviced apartments.

After some 23 months into the COVID-19
pandemic, the Malaysian borders are gradually
reopening as the country is preparing to transition
from the pandemic to endemic phase. We maintain
a positive outiook towards the Malaysian property
sector in the year 2022 as the country is ready to
welcome foreign investors and intermational tourists
again.

Rand Development and M Yang Wen Yong
have collaborated and jointly produced the
following comparisons of property investment and
loan policies between China and Malaysia for the
further understanding and reference of Chinese
investors that intend to invest in Malaysia:




COMPARISONS

Land Tenure

Taxes to be
Paid

Inheritance Tax

Home Loan
Interest Rates

CHINA

The Land Use Rights for residential
last up to 70 years.

The Land Use Rights for industrial
and commercial have an even
shorter period of 40 years.

After the Land Use Rights expire,
the residents must reapply for the
right from the govemment and they
are required o pay the difference
in propery/ land cost-based on its
cument value.

China does not tax any real estate
holdings. However, property owners
need to pay land tax as the land
right belongs to the country. Property
developers are also required to pay
a large amount of tax to use the
land, which will be paid by buyers in
a one-off manner.

No inheritance tax

5% - 6%

50% - 60% of property value if it is
commercial units, 70% - 80% of
property value if it is residential units.
50% - 70% of property value if it is
not the first home purchased.
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MALAYSIA

Direct Foreign Ownership Permitted,
which includes freehold and
leasehold properties.

There is a combination of freehold
properties and 99-year leasehold
properties.

leasehold property means the
ownership of the land belongs to
the govemment, and the purchaser
of such land has the right to use the
land for 99 years Before the lease
expires, the homeowner must apply
to the relevant land authority for an
extension of the lease for a further
99 years by payment of the land
premium imposed by the land
authority.

Forlanded properties, the purchaser
have the right of ownership of the
property for an indefinite period.
The govemment has the right to
exercise its right to acquire any land
including freehold land under the
Land Acquisition Act 1960, If the
government exercise its rights under
this Act, notification will be served to
landowner and compensation for
the acquisition shall be determined
by the govemnment.

In Malaysia, property owners need
to pay for property assessment tax
and quit rent - property assessment
tax is paid on half-annual basis
quit rent is paid on an annual The
assessment for these tax shall differ
from location of each property.

No inheritance fax

3% - 4%

In Malaysia, foreigners can get a
house loan of up to 60%. If you are
a foreigner under the Malaysia My
Second Home Programme (MM2H),
you are eligible to get a house loan
of up fo 80%. However, it cannot
exceed the maximum repayment
age of 65 years.
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COMPARISONS

Home

Repayment
Method

Calculation
Method of
Sellable
Floor Area

Parking
Space

Home
Furnishing

CHINA

Purchasers are able to acquire
properties upon developers’ receipt
of sales permit by the govemment.
Deposit of 20% - 50% of the
property value shall be paid upon
signing of the SPA, while balance
will be paid to the developers after
the approval of housing loans to
the buyer.

In China, the sellable areas of
housing includes the net floor area
of each unit and factoring in shared
areas such as public facilities,
stairways and public areqa.

Generally, there is no free parking
space for houses purchased in
China, and parking spaces need to
be purchased separately.

Most houses sold in China are bare
units, hence a large sum of money
will be incured on home buyers to
fumnish their home with a relatively
long delivery time.

C* 2 maLAvsia
The home repayment in Malaysia
is paid in accordance with the
progress of the project.
After each stage is completed, it will
be inspected by the govemment.
Investors only need to pay after
they are qualified. This will protect
the interests of investors.

In Malaysia, the sellable areas of
housing is only inclusive of the net
floor area of each unit without
factoring in any shared / common
areaqs.

Most houses in Malaysia include free
parking spaces, hence investors do
not need to buy them separately.

In Malaysia, some of the newly
launched houses/apartments are
offered as semi or fully furnished
and are ready fo be moved
in immediately upon vacant

possession.




COMPARISON

Terms and
Conditions on
Home Purchase
By Foreigners

Fees Incurred
for Home
Purchase
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There are certain restictions for
foreigners on home purchase. For
example, foreigners who wish to
buy a house in Guangzhou need to
have an educational background
or pay 5 years of social security,
etc., and they can only buy one
house in the city.

New Properties

Deed Tax: 1% - 3% of Property Value
(50% for first time home owner)
Stamp Duly: 0.05% of Property
Value

House Maintenance Funds: 2% -
3% of Property Value

Ownership Registration Fees: 80
RMB/ Unit

Second Hand Properties

Stamp Duty: 0.5% of Property Value
Deed Tax: 1% - 3% of Property Value
A small amount of house appraisal
fees, house property registration
fees, contract notarization fees.
Agent Commission Fees: 2% - 3%
of Property Value
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In Malaysia, foreigners are able to
purchase most of the properties
without limit on the number of units
that can be purchased. However,
every state has imposed its own
criteriac or condition for foreign
purchasers, and the generdl
conditions imposed are as follow
(Properties not open for foreign
purchaser):

q.) Properties that are priced below
RM 1 to 2 Million, depending on its
location.

b.) Affordable Houses

c.) Properties built on Malay Reserve
Land

d.) Selected Bumi Units in Projects
identified by the Govemnment

Down payment: 10%

Stamp Duty payable on
Memorandum of Transfer: 1% - 4%
of Property Price

Stamping on SPA: RM 10 Per Stamp
Stamp Duty on Loan Agreement:
0.5% of Property Price

Estate Agent Fees: 3%

MRTA or MLTA: Depends on Individual
Purchase

Under the newly amended law for
2022, there will be no real property
gain tax (RPGT) for foreigner selling
their property after 6 years of
ownership. (This is the current law of
the day, the govemment has the
right to repeal this law and impose
tax of disposal of property in future)

Land
Development
Period

Must develop land over a stipulated
period of time as instructed by the
Govemnment. Or else it has to be
retumed to the Govemnment.
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Freehold Land: No restrictions on
timeline to develop land.
leasehold Govemnment Land:
land must be developed over
a stipulated period of time as
instructed by the Govemment. Or
else it has to be refuned fo the
Govemment.



