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Thursday, 18 October 2001

TH 28530 D EERA
The Council met at half-past Two o'clock
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MEMBERS" MOTION

S EIE
MOTION OF THANKS

WERNR 20001 F10 8 1ITHEZNEEZHS
Continuation of debate on motion which was moved on 17 October 2001
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THE PRESIDENT'S DEPUTY, MRS SELINA CHOW, took the Chair.
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THE PRESIDENT resumed the Chair.
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MR ABRAHAM SHEK: Madam President, I shall be speaking on the subject of
housing. The Chief Executive's policy address does not present a
comprehensive picture of the overall housing policy which is of foremost
concern to our community. Stabilization of property prices is not only an
essential catalyst to revitalize our economy, it is also an effective remedy to
restore the confidence of the people, especially those property owners who are
suffering from negative equity. There should be no delay, and no effort should
be spared in stabilizing property prices. Otherwise, other measures introduced
and implemented to restore the confidence of the general public would be
useless.

As we all know, the property price level of Hong Kong has fallen by up to
60% since the Asian financial turmoil. Price level of some private properties in
the secondary market in the north-west of the New Territories is similar to those
in Shenzhen. The price level of flats under the Home Ownership Scheme (HOS)
is lower than that of private ones across the border. As the construction cost of
these flats in Hong Kong is much higher than that in Shenzhen, such property
price level in Hong Kong is really in a sad state.

The collapse of property market is due to a number of reasons:

a) The Asian financial turmoil burst the "bubbling" property market
resulting in a sharp economic downturn;
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b)  The housing policy of the Government of the Hong Kong Special
Administrative Region is unclear. Government provision of public
housing and HOS flats has directly intervened in the property
market. The Hong Kong Housing Authority (HA) and the Hong
Kong Housing Society (HS) has become the major competitor to the
developers in the housing sector. This has led to a drop in property
prices and created an environment of uncertainty; and

C) The future of the Hong Kong economy is not promising. The
numbers of unemployed and the negative-equity property owners
increase continuously.  The general public has insufficient
confidence in the property market and is, therefore, unwilling to
invest the majority of his or her savings in owning a private

property.

Currently, around 55% of households in Hong Kong are private housing
owners. For a private housing owner who has taken a 60 % mortgage on his flat,
a 20% decrease in property price will lead to a 50% loss in asset value. Their
asset value will become of zero value if the property price falls by 40%. Levels
of residential property prices and rents at the second quarter of 2001 have fallen
by 53% and 30% respectively, compared with the third quarter of 1997. Prices
and rents of commercial office have fallen by 64% and 35% respectively;
commercial unit prices and rents on ground floor have fallen by 56% and 19%
respectively, and property for industrial uses have fallen by 64% and 38%
respectively.

There is no indication that property prices will become stable as such
prices are continuing to fall. In brief, the negative-equity problem will persist.
For the economy as a whole, its effect is just like a hidden time bomb that will
explode at any time. Under such situation, confidence of the general public is
difficult to restore.

After the delivery of the Chief Executive's policy address, the general
public's criticism is that our Government has not considered the interests of the
middle class, especially the home owners with negative equity and the
unemployed. Our Government explained that at least $300 billion would be
deployed from the financial reserve for rescuing those who hold negative assets.
In my view, the use of financial reserve to resolve the negative-asset problem is
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not the only solution. Until the Government has come up with a rescue package,
we should explore other immediate measures. As the negative-equity problem
is caused by the tremendous fall of property prices, stabilization of property
prices to a reasonable level must be one of the practical solutions.

To stabilize property prices, it is important to review the objectives of our
housing policy. = Without clear housing policy objectives, how can the
negative-equity problem be resolved? According to some statistics, around
30 000 to 40 000 property owners will be relieved from negative-equity problem
for every 5% increase in property prices. Thus, stabilization of property prices
is a more cost-effective solution than utilizing our financial reserve.

Regarding stabilization of property prices, I would like our Government:

a) To re-establish the overall housing policy objective of
satisfying the basic housing needs of the low income
households through provision of public rental housing.
Provision of subsidized rental housing for the needy is a social
obligation of our Government and is supported by all the
developers. In this context, I urge the Government to go full
steam ahead in the construction of its rental housing
programme;

b) To abandon the HOS entirely and to introduce various
innovative home purchase loan schemes to assist the potential
home owners to purchase private sector flats. Also, to
abandon the Tenants Purchase Scheme, as such a scheme will
create substantial problems for the Administration in the
future for they would likely be our future urban slums. Also,
why should the HA dispose of valuable land assets at
giveaway prices? I would suggest to the Government that
now is the appropriate time to review its 70% home
ownership target as set by the Chief Executive;

C) To review the roles of both the HA and the HS; and

d)  To halt land sale until the market improves. Land supply
should be driven by market demands and not by satisfying the
housing needs of certain people.
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Stabilization of property prices is an effective means of resolving the
negative-equity problem. It is the best medicine to restore buyers' confidence.

TR OHEE MBS HRE T -

MR ABRAHAM SHEK: Thank you, Madam President.
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SUSPENSION OF MEETING
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Suspended accordingly at nine minutes to Ten o*clock.



