
SYDNEY • The Chinese demand
that helped propel a surge in Syd-
ney home prices has dropped as
much as 15 per cent from a year ago
as China’s stocks tumbled and its
economy slowed, says real estate
agent McGrath.

Buyers from mainland China are
turning away from Sydney and
Melbourne and looking at south-
east Queensland, where dwelling
values are “compelling”, McGrath
chief executive officer John Mc-
Grath said after the firm debuted
on the Australian share market

yesterday. Its shares opened at
A$1.94 compared with the issue
price of A$2.10 in an initial public
offering that raised A$129.6 million
(S$132.8 million).

Sydney and Melbourne prices are
at the end of a growth cycle, Mr Mc-
Grath said. After running up 47 per
cent in the three years to October,
sending the value of an average Syd-
ney house to about A$1 million,
home prices in the city dropped 1.4
per cent in November, the biggest
decline in at least five years.

Successful auctions also dropped

to a three-year low in Australia’s
most populous city as record prices
put off buyers.

Chinese buyers “are still there,
but it is probably back 10 or 15 per
cent from where they were a year
ago”, Mr McGrath said. “I think
there is a whole combination of
things there – the Chinese stock
market and so forth.”

The Shanghai Composite Index
has dropped almost a third from its
June high. Credit Suisse analysts
Damien Boey and Hasan Tevfik
said in a note on Nov 3 that waning

confidence among Chinese buyers
could dim their appetite for global
property by 30 per cent.

McGrath shares, which fell as
much as 8.6 per cent, were trading
6.9 per cent lower at A$1.95 as of
1.31pm in Sydney. The benchmark
S&P/ASX 200 Index rose 0.1 per
cent.

Existing investors, including Mr
McGrath, the firm’s millionaire
founder, sold 31 million shares as
part of the IPO.

“We are in a good position,” Mr
McGrath said after the listing. “Our

growth prospects are outstanding.”
The IPO values McGrath at

A$272.1 million and will provide the
funds to reduce debt and pay for
the acquisition of a smaller competi-
tor, the firm said in its prospectus.

The realtor has 3 per cent nation-
al market share and aims to take it
past 20 per cent in the medium
term, Mr McGrath said. The firm
plans four to six acquisitions over
the next four to five years, he said.

“Australia has many different
markets,” he said. “Sydney and Mel-
bourne markets, there is no doubt,
are at the end of the growth cycle.

“We don’t depend on one or two
markets. Our business is about vol-
umes and, interestingly, when the
markets calm, we see volumes go
up.” BLOOMBERG

HO CHI MINH CITY • Ms Le Trang,
an office worker, and her husband
did not think they could afford a
three-bedroom apartment in a
high-rise building in the suburbs of
Ho Chi Minh City.

The availability of a mortgage to
finance the purchase of a one bil-
lion dong (S$60,000) condomini-
um changed their course. The new-
ly-weds secured a 15-year mort-
gage for the 78 sq m unit, joining
tens of thousands of first-time buy-
ers in Vietnam who are fuelling an
explosion in the US$40 billion
(S$56 billion) home-loan industry.

Loans to home buyers surged 22
per cent this year through August,
marking a shift in a country where
it is not uncommon for buyers to

plonk down sacks of money in
all-cash transactions.

Real estate loans, which account
for about 8 per cent of total bank
lending, are contributing to a prop-
erty rebound that has seen home
sales almost double this year. The
change is being driven by demo-
graphics – 60 per cent of Vietnam-
ese are under the age of 35 – and ris-
ing migration into cities.

“The mortgage market in Viet-
nam is beginning to take off now,”
said Mr Nirukt Sapru, chief execu-
tive officer at Standard Chartered
Bank Vietnam.

“As the younger generation gets
richer, gets better-quality jobs –
which is clearly happening in Viet-
nam – their ability to move out of

grandmother’s house increases.”
The bank estimated the country’s

mortgage market growing by about
US$3 billion a year. It declined to
give data on its mortgage business.

Just six years ago, when Indochi-
na Land sold condominiums in a Ha-
noi high-rise, buyers hauled sacks
filled with dong, accompanied by
policemen, to finalise their home
purchases, said Mr Tony Diep, man-
aging director of investment firm
Indochina Capital.

Indochina Land is the real estate
division of Indochina Capital.

“You’d have stacks and stacks of
cash sitting on the conference
room table and three money-count-
ing machines going at the same
time,” he said.

“Mortgages are much more popu-
lar now and easy to get.”

That is because property devel-
opers are building affordable
homes with young couples in mind
and teaming up with banks to offer
financing.

Nam Long Investment,
Vietnam’s top builder of affordable
homes, expects to sell 80 per cent
of 2,450 units through mortgages
this year, compared with 30 per
cent just a few years ago, according
to the company.

Nam Long’s banking partner, Ho
Chi Minh City Housing Develop-
ment Commercial Joint-Stock Bank,
sends its loan officers to the
developer’s open-house events.

Mortgages at HDBank, as it is com-

monly known, now account for near-
ly 40 per cent of its business, three
times more than in 2012, said Mr
Tran Quoc Anh, director of the retail
banking division.

Its mortgage book will double
within the next three years to five
trillion dong, he said.

The typical mortgage candidates
at HDBank are young couples in
their 30s with annual incomes of
US$12,000 to US$15,000.

“The mortgage market will only
grow as the numbers of middle and
upper-middle young professionals
grow,” said Mr Nguyen Le Quoc
Anh, chief strategy officer at Viet-
nam Technological and Commer-
cial Joint-Stock Bank.
BLOOMBERG
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Singapore billionaire Peter Lim’s
upcoming healthcare mega-city
in Iskandar Johor is linking up
with another of his firms – Thom-
son Medical.

The private healthcare provid-
er inked a memorandum of un-
derstanding yesterday with
Rowsley, the developer control-
led by Mr Lim.

The deal involves the firms
working together to conceptual-
ise, develop and promote the
RM5 billion (S$1.7 billion) health-
care city.

Thomson Medical will advise
on the wellness and healthcare as-
pects of the project and evaluate
opportunities to operate relevant
components, either on its own or
together with third parties, said
Rowsley in a statement.

Rowsley announced in Septem-
ber that it was re-positioning
Vantage Bay into a medical hub
instead of a lifestyle township fol-
lowing the decline in the market
for residential apartments in
Iskandar over the last year.

Vantage Bay Healthcare City,
a 9.23ha site a kilometre from
the Johor Causeway, will com-
prise a specialist hospital, a com-
munity hospital, long-term care
facilities, a teaching hospital, a
medical school, research and
training institutions and a well-
ness resort.

Rowsley said in its statement
yesterday: “According to official
statistics, the number of Malay-
sians and Singaporeans aged 65
years and older will double to six
million by 2030 from today.

“With ageing population and
rising healthcare costs, Rowsley
believes that Vantage Bay Health-
care City is well-placed to ad-
dress these trends.”

Vantage Bay is next to the
Thomson Medical Hub, also be-
ing developed by a firm linked to
Mr Lim. That project will be man-
aged by Thomson Medical when
it is ready in 2018.

Thomson Medical group presi-
dent Chan Boon Kheng said the
firm will play a “pivotal role in
the seamless management and
coordination” of the Vantage
Bay Healthcare City and the
Thomson Iskandar projects.

marilee@sph.com.sg
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Raffles Medical Group (RMG) is
ramping up its focus on overseas
markets as it looks to build a strong
regional franchise on the back of its
foundation in Singapore.

Its recent joint venture with Inter-
national SOS to run 10 clinics in Chi-
na, Vietnam and Cambodia will see
an almost immediate increase in
earnings contribution from expand-
ed overseas operations for the main-
board-listed company.

But these are just the first steps in
a fresh drive abroad for RMG as it
seeks to become a major hospital op-
erator in China, senior director
Mack Banner told The Straits Times
in a recent interview.

“So far, in our 39 years of history,
we have expanded our overseas
foothold only to Hong Kong and
Shanghai. But within the next two

decades, Raffles intends to repli-
cate its success in Singapore and
build a very meaningful presence
(in Greater China), starting with
the cities of Beijing, Shanghai and
Shenzhen,” he said.

“We want to build multiple hospi-
tals across all major cities on
China’s east coast, before venturing
to other cities opportunistically as
they grow their population.”

The first piece of the puzzle is al-
ready in place. Last month, RMG
held the stone-laying ceremony for
Raffles Hospital Shanghai, its joint
venture project with Chinese prop-
erty developer Shanghai Lujiazui.

Set to be completed in 2018, the
400-bed hospital in the Shanghai
Free Trade Zone is RMG’s first out-
side of Singapore, where the group
has established itself as one of the
biggest private healthcare opera-
tors with a hospital and 100 clinics.

Shareholders can, meanwhile,

look forward to a boost in RMG’s
revenue early next year, when the
group completes the rebranding of
10 International SOS clinics it ac-
quired in August.

The group of clinics is part of a glo-
bal network run by International
SOS, which provides medical and
travel security services to travelling
employees of member corporates.

The deal saw RMG buying 55 per
cent of the 10 clinics for $34.3 mil-
lion, offering the company instant
access to previously out-of-reach
major Asian cities such as Beijing,
Nanjing and Shenzhen in China as
well as Ho Chi Minh City in Viet-
nam, and Phnom Penh in Cambo-
dia, among others.

Mr Banner said: “The group of
clinics currently generates a reve-
nue of double-digit million (in US
dollars). That will only grow as we
expand their corporate member-
ship business to become open mar-
ket clinics that also serve the gener-
al public. We hope to finish this pro-
cess in the early part of the first
quarter next year.’’

For International SOS, which op-

erates one of its two global head-
quarters in Singapore, the partner-
ship with RMG is a no-brainer.

Dr Philippe Barrault, Internation-
al SOS group medical director for
Asia, said the clinics were started in
the 1980s, and “have been our fast-
est-growing clinics in Asia since”.

“We have been working with Raf-
fles for 20 years, it’s a company that
we trust and there is a bond. So
when we started looking for part-
ners to grow the clinics further, Raf-
fles was our first choice.”

RMG can, in turn, make the most
of the International SOS clinics as
an established healthcare brand
among travellers and expatriates in
China, where high-quality medical

services and facilities in the private
sector are in high demand, Dr Bar-
rault said.

He added: “For us, because of our
DNA, we are after the traveller seg-
ment – they can be expatriates,
business travellers and local em-
ployees of global corporations.

“As Raffles expands our business
to offer services to the public, I
think it’s important that the clinics
retain their membership niche, so
we will still be providing privileged
access to our members.”

A third facet of the new joint ven-
ture is its potential to bring more
medical tourists to Raffles Hospital
in Singapore through referrals, Mr
Banner and Dr Barrault agreed.

And even as it sets its plans for
the Chinese market in motion,
RMG has touched down in Japan
with a new medical centre in
Osaka, announced in September.
The centre is a joint venture
between RMG and Socion Health-
care Management.

The endgame of these bold
moves is to transform RMG into a
pan-Asia business, Mr Banner said.

“Right now, our group revenue is
still predominantly based in Singa-
pore. Our long-term plan is to ex-
pand our overseas revenue contri-
bution to 50 per cent or more even-
tually,” he added.

whwong@sph.com.sg

After running up
47 per cent in
the three years
to October,
home prices in
Sydney dropped
1.4 per cent in
November,
the biggest
decline in at
least five years.
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International
SOS medical
director for Asia
Philippe Barrault
(far left) with
RMG senior
director Mack
Banner. RMG
aims to leverage
on its clinic joint
venture with
International
SOS to instantly
expand its
foothold in
China. It also
hopes the
venture will
bring more
medical tourists
to Raffles
Hospital in
Singapore
through
referrals.
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Rowsley,
Thomson
Medical to
develop
healthcare
mega-city

Deal to run International SOS clinics will lift
earnings as well as expand its global presence

Chinese demand for Sydney property ebbs

Young Vietnamese fuelling surge in mortgage sector

RMG’s prescription
for growth sees
positive results
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