Is Property Prices In Singapore Sustainable?
The Singapore Property Paradox: Is This Concrete Bull Market Truly Sustainable?

For anyone walking through Singapore, the sights are deeply familiar: glittering
glass-and-steel showflats, sprawling suburban construction zones, and headline-
grabbing news of million-dollar public housing flats. In a world where global property
bubbles have burst from Beijing to London, Singapore’s real estate market appears
to defy gravity.

Despite an onslaught of government cooling measures and global economic
headwinds, private residential property prices crawled up, continuing a steady,
measured upward grind.

This has left buyers, investors, and onlookers asking one urgent question: Is
Singapore’s property market a sustainable wealth fortress, or are we witnessing an
artificially supported economic paradox bound for a correction?

To find the answer, we have to look past the surface hype and examine the
structural machinery keeping this island’s real estate afloat.

1. The "Asset Rich, Cash Rich" Shield: Household Balance Sheets

The most common mistake international observers make is comparing Singapore to
hyper-leveraged markets like the US pre-2008 or China’s recent Evergrande crisis. In
those markets, growth was fueled by cheap, speculative debt. In Singapore, the
growth is heavily anchored by cold, hard capital.

Why Singapore's Debt Structure Resists Systemic Crashes?
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Strict TDSR & LTV Limits The CPF Financial Cushion
* Total Debt Servicing Ratio capped e Mandatory retirement savings acts
strictly at 55% of gross income. as a built-in buffer

* Maximum 75% bank loan-to-value; e Homeowners can service mortgages
25% must be upfront cash/CPF even during brief unemployment

The Monetary Authority of Singapore (MAS) has spent over a decade implementing
a financial firewall. With the Total Debt Servicing Ratio (TDSR) capping a buyer’s total
debt obligations at 55% of their gross monthly income, banks are legally blocked
from over-lending.



Furthermore, Singaporean households possess an enviable financial cushion via the
Central Provident Fund (CPF). Because a significant portion of monthly salaries is
mandated into these retirement savings—which can be used to service
mortgages—Iocal buyers are insulated against sudden economic shocks. It is a
market built on enforced equity, not reckless leverage.

2. The Great Decoupling: Local Upgraders vs. Foreign Speculators

Historically, luxury property booms in Singapore were driven by wealthy foreigners
parking cash in districts 9,10, and 11. If those foreign investors pulled out, the market
bled.

Today, that vulnerability has been systematically erased. The introduction of a
punishing 60% Additional Buyer’s Stamp Duty (ABSD) for foreign buyers effectively
turned the international speculation tap off.

Who is Buying? (The Shift in Market Drivers)

Instead of a collapse, the market underwent a massive structural pivot. Demand is
now driven almost entirely by domestic buyers:

o The HDB Upgrader Pipeline: The real engine of the current market is the local
"upgrader." Tens of thousands of young families are selling their subsidized
public housing (HDB) flats at record highs and injecting that newly realized
equity directly into the mass-market, Outside Central Region (OCR)
condominium market.

o The SORA Tailwinds: Affordability received an additional boost as the 3-month
compounded Singapore Overnight Rate Average (SORA)—the benchmark
forfloating home loans—declined from its previous peak of 3%+ down toward
the 1%+ range. This gradual easing cycle has effectively expanded the
borrowing capacity of everyday locals, absorbing new launches as fast as
developers can price them.

3. The Controlled Valve: Supply Management as a Pricing Floor

In a textbook free market, high prices trigger a massive oversupply, which eventually
crashes the market. Singapore, however, operates on a highly controlled "State-
Managed Sandbox" model.

The government controls the vast majority of land supply via the Government Land
Sales (GLS) programme.



« If the market shows signs of overheating, the state opens the valve—as seen
with a massive pipeline of over 12,400 private completions hitting the market
to absorb demand.

o If demand craters, the state simply curtails future land sales.

Because land is released in calibrated doses, developers face high acquisition costs.
This creates an unyielding floor for property prices: developers cannot easily slash
prices without selling at a loss, choosing instead to pace out their launches.

4. The Cracks in the Foundation: Where Sustainability is Strained

To call the market sustainable does not mean it is without friction. Significant
fractures are appearing beneath the surface, particularly regarding local affordability
and rental dynamics.

The Shrinking Footprint

While absolute property prices are structurally supported, buyers are paying a steep
psychological price. To keep total quantum costs digestible for local salaries,
developers have aggressively shrunk unit sizes. Buying a "3-bedroom" apartment
today often means living in under 9oo square feet. The price per square foot (PSF)
is rising sustainably for the balance sheet, but arguably unsustainably for long-term
family living standards.

The HDB Resale Divergence

The public housing market—the bedrock of Singaporean society—is showing early
signs of a structural split. While headlines obsess over isolated million-dollar resale
flats, the broader HDB Resale Price Index actually logged a minor 0.1% dip, marking
its first quarterly decline in nearly seven years.

With a surge of Build-To-Order (BTO) flats completing and the introduction of stricter
resale restrictions on choice locations (the Plus and Prime housing models), the
public market is cooling. If HDB resale prices flatten out permanently, the vital equity
pipeline that allows locals to upgrade to private condos could begin to dry up over
the next decade.



The Verdict: A Resilient "Gated Market"

Is Singapore's property market sustainable? If "sustainable" implies a market that
expands in perfect harmony with historical wages forever, the answeris no. The gap
between median wage growth and private property PSF growth remains wide.

However, if "sustainable" means protected against a catastrophic crash, the answer
is a resounding yes.

Singapore has effectively built a "gated" real estate ecosystem. By aggressively
pricing out foreign speculation, enforcing strict income-to-mortgage ratios, and
tightly controlling the release of land, the state has engineered a market designed
to bend but not break. Barring a catastrophic global black swan event, Singapore’s
property prices are less of a fragile bubble and more of a heavily fortified, highly
regulated mountain—one that will likely continue its slow, deliberate climb.



