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The Background

Real estate prices would be escalated in long run. s this the: truth or a myth? On the
whole, property prices would be increased over ume as a historioal indicator of
appreciation particularly for wellkdeveloped countries with a strong sconomic base
However, it 1S not a steady growth.  Price fluctuation exists. Someumes, it may last
for a |ong pericd

Thera are some empirical evidences. In England. house prices were significantly
dropped since 1989 Japan has recently faced the bitterly bust in real estate since
1980 After an introduction of the property funds in Australia and the owverhsat of the
econamy. many property bullders are failing now.  In Thailand, the massive increase n
land prices dunng 1980-1993 was over and followed by slow growih

How-are the valuers? Valuers in Ausiralia face litiganon  They have large claim  After
the bankruptey of a finanzial institution in Thailand, valugrs have been examinad  The
guestion 1§ whethel the valuation profession can meets its current challenges  Will it
Survive Insurange was recently introduced in Ausirala and the waluers toupd
themselves worked to pay the large amount of insurance fee prior 10 their own profit

Carrent BReal Extare Development Bn Thailand

In Thailand, Ageney for Reul Estate Affairs has conducted a thorough held survey of
real estate zince January 1834 e monthly survey of all new real estate proeats,
guarterly survey of reswdenual projects in the Bangkok Mstropoitan Begion (EMR) and
haltyear survey of residential projects in the rest 70 provinces throughout Thailand

It 1= found that (please see also Figi 1)
21 During the past 32 months (January 1994 - September 1958) Baht 60217 hil
{(US$ 24 08 bill of naw real estate projects were introduced into the market

22 Most of them were residentisl projects such as detached {single or bungalow)
houses, townhouses [barrack-typed row houses), condominiums (owner-occupiad
apartments), duplex (semi-detached) shophouzes and land subdivisions  This
rasidential sector was accounted for Baht B26 77 bil IUS$ 21 07 bil) or 87 &% of
the total value

23 There exists a tendency for smalter number of new supplies over tme paricularly
for residential projects  Baht 204 48 bil (USS 818 bil) and Baht 200 82 bl (LSS
803 bil) were recorded for the value of new residential projects in 1994 and 1995,
It i1s expected that in 1996, Baht 161.96 kil (US$ 648 bil) would further be
produced It implies a2 decrease in the new supplies namely, -1 8% and -18.4%
during 1994 to 1995 ang during 1995 1o 1996

The Mentn ASEAN Valuer Assoowtons Congriss Sopon Pormchokchion Mansgng Dieciar
Novamoos . 1H96, Soam Intercontinantal, Bargaos 2 Agency Tor Heal Extate AfTairs
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24 in other sectors 18 commercial (offices; shopping centres), industnial (industrial
estates, mini-iactories) and recreational properties (colt course, hobby farms)
properties, some growth could be traced. However, these sectors are very small
cornpared with residential develepments

3. The Patern of Land Price Changoes
The change in raw land prices is of good indicator for real estate stuation in Thailand
The case of massive land price increases during 1987 two 1980 followed by slight
Increases during 1991-1985 should be closely examined.

Fig 2 shows the land price changes during 1986 to 1886 Agency for Real Estare
Affairs has collected transaction data of land parcels: since 1985 And sinee 1984,
approximately 200 sample sites have been valued on a half-year basis in order to 1race
the pattern of land pnces.

The findings are as follows:

31 During 1985 to 1987, land prices were of slight increase  Then during 1987 e
1990, & wignificant increase could be obsetved. Since 1987, land prices have
slightly been increased again.  This panern is the same i all locatons e, the
Central Business District (CBD), the inner-city area, the intermediate area, and the
outer-city ares

327 Indetals. in the CBD and the inner-city area, land prices were rather stable dunng
1991-1885; whereas, there wera somewhat active increases In the intermediate
ares and the outer-City area.

33 It could be observed that duning 1987 to 1930, the ncreases ware found in all
locations even throughout Thailand and mostly in fugher potennal areas for
altemative developments such as the beach and the frings. Considening the GDP,
Thailand becama an industnakbased country since 1988 Although mest of the
population were still in upcountry but the major share of the GDP was industrial
productions. People became affluent  This simply gave altertiative opportlitities
and uses of land apart from tormer agrcultural uses at cheap prices

34 Recently. there are also some significant increases in some locations in Bangkok
and other provinces. These increnses were mainly due to the added value mostly
resulting from new road censtructions and the availabiity of other public services
It should be noted that Thaland has no shortage of land physically, but definitely
has, shortage of serviced land. Therefore. in any area where new roads were
planned or proposed, land prices jumped

Thar Wit ASEAN Valuat Assooatons Cangrass Sopon Pomehokuna, Managng Dyoglor
Hennmber 2 1556 Siam [htarcontrwnnl, Bangrok 4 Agency for Real Extate AfTairs
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LAND PRICE INOREASES, 1985-1985
BANGKOK METROPOLITAN REGION
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4«8, Examples of Fluciuafion
In Thailand, there Is no actual drop In raw land prices except the asking prices
Howaver, for some other properties, thare exists some decrease  The following shows
soma empirical evidences which should be explored:

41

42

Industrial estates

During 1986 to 1990, approximately two-thirds of the current supplies of industrial
laneg were introduced inte the market A large number ol foreign investors
particuiarly from Japan came to Thailand. Accerding to the market prices, some
slight increase could still be observed. However, when the present valug was
computed, a slight drop appearad

According te Fig 3, the average market price for industnal land in 1989 was Bam
1.854 mul 1USE 74,160) per ral (1,600 sgmetres of 03854 acre) It has besn
steadily increase over time  However, according to the present value. lend prices
droppad during 1992 to 1995

This is because on are hand, land was priced relatively too high in the past. On
the other hand, Industral land had a smalier demand.  Mast large and rmadium.
sizad manufacturers from Japan and other industrial countnes already came 10
Bangkok since 1990,

The crux for the drop of the present value is thar industtial land has limired
potential uses particularly for industnial purposes. Agency for Real Estate Affuirs
conducted some exploration and found that the average land price increase In an
industrial m the fringe of Bangkek dunng 1989 to 1995 was only 475% per
annum.  Whiergas, it was 9.81% for fand attached road in a vicinity area of the
industrial estare

Dapragiated condominium

This is an example of a luxurious residential condominium (owner-ocoupied
apartrnent) in Sukhumvit ares whieh Is 3 nigh-incoma residential area in the hub of
Bangkok In this case, price actually drop. This condormmum was built in 1882,
therefore. it was rather old compared with other new supplies nearby

In 1982, its first price was Baht 3.53 mil per unit (USS 141,200) It grew up to
the peak to Baht 12.32 mil (US$ 492,800) in 1989 Later on, the price gradually
dropped to Baht 95 mil (USE 380,000) n 1985, A tig question 1s why 1t was
dropped. There are two major reasons behind:

The Mo ASEAN Valuer Assocabons Congrass Sowen Forhchiobehin, Matagng Dilictor
Mipeprrine 5 1996 Siam Intercontired (i, Bhngets ﬁ Ageney for Resl Extate AlTairs
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‘ FIG. 3: PRICE CHANGES IN INDUSTRIAL ESTATES
IN THAILAND, 1989-1986
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FIG. 4: CHANGES IN PRICE OF
A RESIDENTIAL CONDOMINIUM
IN BANGKOK, 1982-1995
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.

Thg Misth ASEAN Valuar Astsciglions Congress
Nowembar S, 19595, Siam Intarcontirenial, Bancker 9

The first reason is the compatition resulting from the new supplies in tha market
Luxuricus condomimum market was boomed in 1983 New products which are
more modernized and of no funchonal obsolescence are more Sompetitive  Yet
there exists some oversugply of the products in the market to date Thereifcre
for pider cnes, the price was dropped

The other reason was s cbsoleseence tegether with peor maintenante Like
rrany other luxurious condeminiums, this condominium estate has only 40 units
IMaintenance could not be coverad by the maintenance fes With our professional
opinion, the lack of preper maintenance Is the crux for the drop of the price

Coempe-Bapsionn mmd IRBecommmendations

Thalland experieances the booms and busts of real estate since the tracing of the market
in 1870; Our market has been developed to be more matured owver time as well. This
exparience could be learnt to some extent

8

m

1

]

Factors affecting the changas in prices

There are many factors invoheed  Howsever, according to this context, the cnce
experience in a transitional period prior to the industrial-based status of the
cauntry, significant increase in land prices could be chserved It is actually the
biggest boom

In turn, obsclescence and maintenance could be ancther cbvicus factar for price
drop.  According to Thal experience, raw land has no experience In the decrease
in value but land with special purpase such as industrial land or landed properties
sueh as condominium could expenence the decrease.

There are other factors such as road proposals resulting in different time
censumption for travel and ¢hanging potentials of land uzes

Imrovative financial tools

It is believed that during the last 10 years, new financial tosls were introduced
into the market. This waould chaillenge the principle that real estate 15 non-liguid
property.  In the future with these tools such as property funds, secondary
mortgaging and the like, real estate would possibly be liquidated or transacted
faster. Consequently, the tluctuation of prices could be expectes  For valuers,
difficulties to forecast the future would be increased  Scrutiny would always be a
mMust N any case

Sopon Parnchoksn, Mareging Cireston
Agency for Heal Estate Affalrs



Waluwatlon Challewge smidet the Conditlon of Boaphily Changing Prices In Thallamnd

Mr. Sopon Porncheokchal

Sormn Cerober &, 1958, Bangkok, Thailand
Current Address  Agency for Reul Estate Affais

5042 Nonsee Foad, Bangkok, Thaland, Tel (682} 205 3006 Facsirmile |BE2) 2861184
Marital Statlus Martied, with 2 children

Currant Position:  Maragng Diractor, Agency for Real Estare Affairs
Director, School of Uroan Community Ressarch and Actions 1an NGO in Thalland)

Research Appeintments
Consultant ta ILL, the future of sldms and eniploymznt
Consultant 1o LIF-PAREO-NESDE, the study of option tor fingncing infrastrusture sxpansion
Consultant 10 LIF-RT-Ministry of Finance propery tax stugy
Consultant 1o ESCAP-UNHARITAT, the preparation of the HABITAT Ninth Session
Consultant, 1o ADS-PADCO-NHA, 1he study of Bangkok iang use
Consultant 1o 8TA-BMA, The stugy of canal lend deveicoment

Professianal Praclices
Certifisd valuar for valuation for public purpesas
Valuer for mass apprasal with CAMA (computer-sssisted mass apprajzal) tor the NESDE, Bia
and the Department of Town and Country Planning
Tearn leader, the REAL ESTATE INDEX, the most comprehansive monthly real estate freid
gurvey (0 Thaliang
Oniet researcher for divarsdred raal estate project analysis and developmants

Bocks and Publications
Knowledge and Fasis on Tha: Bes| Estate (1886). Read It betore Buy & House |188%
Bangkok Slums Rewview and Recommeandations (1952, 1993}, Business Locaton
Bangkax [1231), Bangkek Slums. Evidenca, Analysis and Crtigues (1868, 18851 and various
articies related to housing, real estate and urban devalzomen:

Conference Papers

Inmovative land regdiusirment m Thalignd where public and grivate benstits mas!, Intermationz!
Congress on Real Estate. April 24-25, 1895, Singapore

Computer-assisted mass apprasal n land readustment, the Bth A5EAN Valuars® Congress,
Oatober 12-14, 1524, Jakarta, Indonesia

Low-ineome Reusing private sector can do, International Sympaswr en Housing, Bangkok

Thal real estate review challenging markel ditection, Regional seminar on Feal Estate
Cevalopment dutng the Hust pencd, August 17, 1553, Bargwok

Urtign land developmen! critigues on convenhonal esrcepts Asiar Lamd Waorkshaop, June 810
1890, Univ of Malaya, Malaysia

Lectures Oecastonal lectures to the Prnce Crulalengkorn Military Sohod, local public and private
universities \n Tnaidand, institutions o Tokye. Belgiums
Gues! speakars in miernational workshops and sie wisits 0 Thaland and Asian cimies
Regular sepmnar and Training Organdgers on propefly vaidaton, housng market and research for
real estate gevaiopars, financiers and parmas invalved

Agency for Real Estawe Affairs 15 a propearty consultants firm  speciaiized o valuation and
resgarch cenrre m Thailand. Farmed in 1982 known as the [hai Engineering and
Management Davelopment (TEAM D). it has been one of the first valuation firms catering
valuation sarvices tor financial institutions, the Stock Exchange of Thailand and the Bank of
Thailand CAMA  (computer-assisted mass appraisall has been initiated to Thatland by
Agency for Real Bstwe Aftairs since 18800 o order te mainiain tighly-prefessional stangards and
practices, it dogas net have brokarage nor own rezl eslate developmant sctivities.

The Ml ASEAN Valuar Sssocahons Congress Sopoh Pernchokehas, Manbgng Direcion
Newemibén 8 1956, Sam: Intercontnental. Bangkok 1“ Agency Tor Real Extate AlTaies



