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Time for a Warming Up of the Residential 
Property Market?   

Introduction  
 

Having introduced and fine-tuned several measures over the course of the last 7 years to stabilise and sustain the 

residential property market, the Government seems to be taking a slight turnaround in a “calibrated adjustment” of 

these measures, which took effect on 11 March 2017.  

Amendments to Seller’s Stamp Duty and Debt Servicing 

Requirement 
 
There was no reduction in Additional Buyer’s Stamp Duty (“ABSD”), as some had hoped for or anticipated.  No 

tweaks were made either to the general requirement that a borrower’s outstanding debt as a percentage of his 

income (“TDSR”) had to be at least 60% for the purchase of properties.   

Instead, the changes came in the form of the following amendments: 

1. The holding period for which Seller’s Stamp Duty (“SSD”) will apply was reduced from 4 years to 3 

years, with the stamp duty rate payable being reduced by 4% for each year. The SSD payable will now 

be 12% if the property is sold within the first year, 8% if sold within the second year and 4% if sold 

within the third year. 

 

2. TDSR will no longer be applicable to borrowers who take up loans secured on their residential 

properties, but which are not taken for the purchase of the property, where the loan does not exceed 

50% of the value of the property.  

Introduction of Stamp Duty for Sale and Purchase of Equity Interest 

in Property Holding Entities 
 
The Government also swiftly introduced the payment of stamp duty for the sale and purchase of equity interest in 

property holding entities (“PHE”), with all three readings of the Stamp Duties (Amendment) Bill taking place on the 

same day and to take effect the next. 

 

The stamp duty, known as Additional Conveyance Duty (“ACD”), is applicable to significant owners of equity  

interest in PHEs, which include companies (whether incorporated in Singapore or not), partnerships, limited 

liability partnerships and property trusts.  

 

A PHE is a property-holding entity whose primary tangible assets (including those owned indirectly through other 

entities) are Singapore residential properties. Tangible assets refer to physical assets that are capable of being 

assigned a value, for example, land, buildings, plant, machinery and equipment. The value of the assets are 

derived by looking at the entity’s latest audited balance sheet.   
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A Type 1 PHE is one where the entity itself owns residential properties and the market value of these properties is 

50% or more than the value of its total tangible assets (“TTA”). A Type 2 PHE is one which has 50% or more 

beneficial interest (directly or indirectly) in one or more entities which is a Type 1 PHE (“related entities”) and the 

sum of the market values of the residential properties beneficially owned by itself and its related entities is 50% or 

more of the aggregate of the TTA of itself and its related entities. The market value of the residential properties 

and the TTA of a related entity that is attributable to a Type 2 PHE is proportionate to the Type 2 PHE’s beneficial 

ownership in the related entity.  

For example, Entity A owns residential property with market value of $2 million and has a TTA of $5 million. Entity 

A beneficially owns 80% of Entity B. Entity B owns residential property with market value of $8 million and has a 

TTA of $10 million. Entity A is not a Type 1 PHE as the market value of its residential property is less than 50% of 

its TTA. Entity A is however, a Type 2 PHE, as the combined market value of its own residential property and that 

of its related entity which it beneficially owns [$2 million + (80% x $8 milllion)] is more than 50% of the total TTA 

[$5 million + (80% x $10 million)]. 

A significant owner is one who beneficially owns 50% or more equity interest or 50% or more voting power in a 

residential PHE on its own or with its associates. A person’s associates’ interests are taken into account as the 

person and his associates are treated as one person collectively and can assert control over an entity collectively. 

This makes it clear that a person cannot use family members’ names or related entities to get around the 

significant-owner test. 

For an individual, his “associate” will be his spouse, siblings, parent, child, grandparent or grandchild, or partners 

in a partnership. For entities, an “associate” means: 

(i) Subsidiaries which it beneficially owns 75% or more voting capital and more than 50% voting power 

in; 

(ii) Holding entities which beneficially own 75% or more voting capital and more than 50% voting 

power in the entity;  

(iii) Other entities in the group that is a subsidiary to the holding entity which meets condition (ii); or 

(iv) Partners in a partnership, limited partnership or limited liability partnership. 

Equity interest in a PHE means: 

(a) issued shares of a company; 

(b) a share in the partnership derived based on the partner’s entitlement to the partnership property 

upon dissolution of the partnership or the profits of the partnership; or 

(c) a unit in the property trust derived based on the share(s) in the beneficial ownership in the trust 

asset; or share(s) in the profit, income, other payments or returns from the management of the 

property or operation of business using the property.  

It is of interest to note that shares in the profit, income or other payments or returns are specifically included, 

which makes it very clear that profit participation schemes where an owner divests its legal interest in the property 

but indirectly obtains income or profit from the purchaser will fall under this new stamp duty regime.  

The ACD is applicable in the following situations: 

(a) in the case of a purchase of equity interest in a PHE, if the purchaser is already a significant owner 

of the PHE before the acquisition or becomes a significant PHE after the acquisition;  
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(b) in the case of a sale of equity interest in a PHE, if the equity interest being sold was acquired on or 

after 11 March 2017 and is disposed of within 3 years of acquisition on a first-in-first-out basis; 

(c) in the case of a purchase of equity interest in a non-PHE, where, if the purchaser and another 

related entity or entities were a single entity, the single entity would have been a Type 2 PHE, and 

the purchaser would have been a significant owner of that single entity before the acquisition or 

would have become one after the acquisition; or 

(d) in the case of a sale of equity interest in any one of 2 or more entities where those entities would 

have been a Type 2 PHE if they were treated as a single entity, and the seller would have been a 

significant owner of that single entity, if the equity interest being sold was acquired on or after 11 

March 2017 and is disposed of within 3 years of acquisition on a first-in-first-out basis. 

The rate of ACD payable is similar to the stamp duty rates applicable for the sale and purchase of residential 

properties as assets and is as follows:  

(a) in the case of a purchase of equity interest: 

(i) 1% of the purchase price or market value of the property, whichever is higher (the “Stamp Duty 

Value”) on the 1
st
 $180,000; 

(ii) 2% of the Stamp Duty Value on the next $180,000; 

(iii) 3% of the Stamp Duty Value thereafter; and 

(iv) 15% on the entire Stamp Duty Value (regardless of the nationality of the purchaser where he is an 

individual or non-individual entity) 

based on: 

(1) the amount of equity interest acquired where the purchaser (together with any associates) is 

already a significant owner before the transaction;  

(2) the maximum increase in the equity interest from 11 March 2017 to the date of acquisition where 

the purchaser (together with any associates) becomes a significant owner after the acquisition, if it 

is the first acquisition where ACD is applicable; or 

(3) the maximum increase in the equity interest after the last acquisition where ACD was payable to 

the date of acquisition where the purchaser (together with any associates) becomes a significant 

owner, if it is the second or subsequent acquisition where ACD is applicable. 

For example: 

Mr A currently owns 20% equity interest (with equal voting power) in a residential PHE with his associates 

and makes the following acquisitions / disposals: 

Date % acquired / disposed % ownership 

1 June 2017 acquired 20% 40% 

1 July 2017 disposed 15% 25% 

1 August 2017 acquired 30% 55% 

1 September 2017  disposed 40%  15% 

1 October 2017 acquired 65% 80% 
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The first transaction that triggers ACD is on 1 August 2017 and will be payable based on 40% of equity 

interest (55% less 25%, being the maximum difference in equity ownership from 11 March 2017 to this 

acquisition).  

ACD will also be payable on the transaction on 1 October 2017 and will be payable based on 65% of 

equity interest (80% less 15%, being the maximum difference in equity ownership for the period after the 

date of the first transaction that attracts ACD to this acquisition).  

For Type 2 PHEs, the ACD payable on the residential properties owned by it related entities is 

proportionate to its percentage beneficial ownership in these related entities.  

It is pertinent to note that ACD is payable based on the Stamp Duty Value and not the book value of the 

residential properties. The usual stamp duty on the transfer of shares (at 0.2% of the consideration) is also 

still payable, and will now be payable within 14 days of the contract for sale and purchase of the shares, 

instead of on completion of the transfer.  

(b) in the case of a sale of equity interest, 12% of the Stamp Duty Value, if the equity interest being sold was 

acquired on or after 11 March 2017 and is disposed of within 3 years of acquisition. The stamp duty on 

sale of equity interest is the same throughout the entire holding period of 3 years, and is not a diminishing 

amount, as for SSD applicable to the sale of assets. For significant owners who acquired their equity 

interest before 11 March 2017 and sell the equity interest within 3 years, ACD is not payable on such sale. 

 

Where a person intends to acquire an equity interest in an entity, it will need to use reasonable efforts to find out if 

the target is a PHE and will need the following information from the seller: 

(a) whether the target entity owns any residential properties and if so, the market value of these 

properties; 

(b) the target’s TTA; 

(c) whether the target’s subsidiaries own any residential properties and if so, their respective TTAs; 

(d) the percentage of the target’s beneficial equity interest and voting power in each subsidiary; and  

(e) whether the seller has any associates and if so, the associate’s beneficial equity interest in the 

target. 

Additionally, a purchaser should also find out from his associates whether they are together a significant owner of 

a PHE.  

Where an intending purchaser of equity interest in an entity requests the seller for information as to whether the 

entity is a PHE or for information concerning the PHE’s underlying properties, and the seller provides false or 

misleading information to the purchaser which results in a failure by the purchaser to pay or underpay ad valorem 

stamp duty that should have been paid, the seller is liable to pay up to 4 times the amount of duty that was not 

paid or underpaid. Where an associate of a seller provides false or misleading information, the associate is also 

liable to pay up to 4 times the amount of duty that was not paid or underpaid. 

There is also an anti-avoidance provision which provides that certain instruments which are otherwise not 

chargeable with the new duties under the new legislation are nevertheless chargeable with those duties if the 

instruments effect or are evidence of an arrangement that achieves the same effect as those chargeable with 

those duties. 
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Impact of Changes 

The amendments to the SSD holding period and the slight tweak to the TDSR rules do not seem to be targeted to 

cause substantial impact on the residential property market, but rather to soften the impact of certain hardship 

that may have been caused to specific groups of people as a result of the cooling measures implemented in the 

past few years. For example, some borrowers who may need additional liquidity will now be able to mortgage 

their residential properties without having to go through the hassle of proving income and debt. As for the change 

in the SSD rules, the holding period of 3 years will probably still prevent short term speculation, but the slightly 

shorter holding period and lower rate of stamp duty will allow home owners to liquidate a little more easily in the 

event of an unexpected change in circumstance that may require them to sell the property within the holding 

period. 

While these two changes are not significant, they are likely to boost general confidence and outlook which may 

generate some interest in this segment of the market. 

At the same time, with the implementation of ACD on the sale and purchase of equity interest in PHEs, including 

any arrangement that achieves the same effect, there will no longer be any savings in stamp duty for acquisitions 

of property by way of acquiring equity interest in a PHE. In fact, the stamp duty payable will now be slightly more 

(as compared to an asset purchase) as stamp duty is also payable on the shares transferred, on top of the ACD 

payable.  

As a result of this, for developers which are reaching their deadline for selling the units in their projects pursuant 

to their Qualifying Certificate requirement, they are now unlikely to sell the remaining units in bulk to institutional 

investors, which may lead to developers granting greater incentives to end purchasers to try and move the units.  

One wonders if the Government has managed to strike the right balance while trying to re-align the difference in 

stamp duty payable between a direct sale and purchase of residential properties and indirect sale and purchase 

of equity interest in residential property-holding entities, by relaxing the SSD and TSDR rules slightly to boost 

confidence and general outlook (without amending the existing stamp duty and TDSR regime too much such that 

there is a surge in demand), to be able to soak up the potential supply of residential units that may end up on the 

market as a result of the implementation of ACD, and thus continuing to maintain a sustainable residential 

property market.  

Only time will tell. 
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Norman Ho 

Partner 
 
D +65 6232 0514 
F  +65 6428 2180 
norman.ho@rajahtann.com   
 

 

 
 

Chou Ching 

Partner 
 
D +65 6232 0693 
F  +65 6428 2182 
chou.ching@rajahtann.com 

   

   
 
 

    

Please feel free to also contact Knowledge and Risk Management at eOASIS@rajahtann.com 

 
ASEAN Economic Community Portal 

The launch of the ASEAN Economic Community (“AEC”) in December 2015, businesses looking to tap the opportunities 
presented by the integrated markets of the AEC can now get help a click away. Rajah & Tann Asia, United Overseas Bank and 
RSM Chio Lim Stone Forest, have teamed up to launch “Business in ASEAN”, a portal that provides companies with a single 
platform that helps businesses navigate the complexities of setting up operations in ASEAN. 
 
By tapping into the professional knowledge and resources of the three organisations through this portal, small- and medium-
sized enterprises across the 10-member economic grouping can equip themselves with the tools and know-how to navigate 
ASEAN’s business landscape. Of particular interest to businesses is the "Ask a Question" feature of the portal which enables 
companies to pose questions to the three organisations which have an extensive network in the region. The portal can be 
accessed at http://www.businessinasean.com. 

mailto:norman.ho@rajahtann.com
mailto:chou.ching@rajahtann.com
mailto:eOASIS@rajahtann.com
http://www.businessinasean.com/
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Our Regional Contacts 

  
Rajah & Tann Singapore LLP 

T  +65 6535 3600   

F  +65 6225 9630 

sg.rajahtannasia.com 

 

 
Christopher & Lee Ong 

T  +60 3 2273 1919    

F  +60 3 2273 8310 

www.christopherleeong.com  

   

 
R&T Sok & Heng Law Office 

T  +855 23 963 112 / 113    

F  +855 23 963 116 

kh.rajahtannasia.com 

 
 

Rajah & Tann NK Legal Myanmar Company Limited 

T  +95 9 73040763 / +95 1 657902 / +95 1 657903 

F  +95 1 9665537 

mm.rajahtannasia.com 

   

 
Rajah & Tann Singapore LLP 

Shanghai Representative Office 

T  +86 21 6120 8818    

F  +86 21 6120 8820 

cn.rajahtannasia.com 

 

  
Gatmaytan Yap Patacsil Gutierrez & Protacio (C&G Law)  

T  +632 894 0377 to 79 / +632 894 4931 to 32 / +632 552 1977 

F  +632 552 1978 

www.cagatlaw.com 

   

 
Assegaf Hamzah & Partners 

 

Jakarta Office 

T  +62 21 2555 7800    

F  +62 21 2555 7899 

 

Surabaya Office 

T  +62 31 5116 4550    

F  +62 31 5116 4560 

www.ahp.co.id 

 

 
R&T Asia (Thailand) Limited 

T  +66 2 656 1991    

F  +66 2 656 0833 

th.rajahtannasia.com 

 

 
Rajah & Tann LCT Lawyers 

 

Ho Chi Minh City Office 

T  +84 8 3821 2382 / +84 8 3821 2673    

F  +84 8 3520 8206 

 

Hanoi Office 

T  +84 4 3267 6127    

F  +84 4 3267 6128 

www.rajahtannlct.com 

  

 
Rajah & Tann (Laos) Sole Co., Ltd. 

T  +856 21 454 239    

F  +856 21 285 261 

la.rajahtannasia.com 

 

 

Member firms are constituted and regulated in accordance with local legal requirements and where regulations require, are 
independently owned and managed. Services are provided independently by each Member firm pursuant to the applicable terms 
of engagement between the Member firm and the client. 
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Our Regional Presence 

 

 
 

Rajah & Tann Singapore LLP is one of the largest full service law firms in Singapore, providing high quality advice to an impressive list of clients.  
We place strong emphasis on promptness, accessibility and reliability in dealing with clients. At the same time, the firm strives towards a practical 
yet creative approach in dealing with business and commercial problems. As the Singapore member firm of the Lex Mundi Network, we are able to 
offer access to excellent legal expertise in more than 100 countries.  
 
Rajah & Tann Singapore LLP is part of Rajah & Tann Asia, a network of local law firms in Singapore, Cambodia, China, Indonesia, Lao PDR, 
Malaysia, Myanmar, the Philippines, Thailand and Vietnam. Our Asian network also includes regional desks focused on Japan and South Asia.    
 
The contents of this Update are owned by Rajah & Tann Singapore LLP and subject to copyright protection under the laws of Singapore and, 
through international treaties, other countries. No part of this Update may be reproduced, licensed, sold, published, transmitted, modified, 
adapted, publicly displayed, broadcast (including storage in any medium by electronic means whether or not transiently for any purpose save as 
permitted herein) without the prior written permission of Rajah & Tann Singapore LLP. 
 
Please note also that whilst the information in this Update is correct to the best of our knowledge and belief at the time of writing, it is only intended 
to provide a general guide to the subject matter and should not be treated as a substitute for specific professional advice for any particular course 
of action as such information may not suit your specific business and operational requirements. It is to your advantage to seek legal advice for 
your specific situation. In this regard, you may call the lawyer you normally deal with in Rajah & Tann Singapore LLP or e-mail Knowledge & Risk 
Management at eOASIS@rajahtann.com. 


