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Key Policy Changes Announced To Property 
Market Rules 

On 19 July 2005, the Minister for National Development, Mr Mah Bow Tan, 
announced a series of policy changes to the current property markets rules. 
These changes have been greeted very positively by the markets and the 
public and affect the following three main areas:  
• mortgage and financing policies for property purchases;  
• use of CPF funds for property purchases; and 
• foreign ownership of residential property.  
 
Some of the changes took place with immediate effect, while others will only 
be implemented at a later date. This Update takes a look at these changes. 
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Mortgage And 
Financing Policies  
 

Limit For Housing Loans 
Raised From 80% To 90% 
 

The maximum housing loan for 
residential properties, both public 
as well as private, has been 
increased with immediate effect 
from 80% of the property’s value to 

90%. In his Parliamentary speech, 
the Minister for National 
Development explained the reason 
for the change. He noted that the 
80% limit had originally been 
introduced in 1996 in order to curb 
an overheated private property 
market. The limit had also been 
introduced to provide a larger buffer 
for banks in the event of a property 
downturn. This larger buffer helped 
to minimise the risk of the value of 
the security over the private 
property falling below the amount 
secured. This had been particularly 
important as bank loans at the time 
ranked second behind borrowers’ 
own CPF claims on mortgaged 
properties.  

Since then, however, there have 
been significant changes. The 
property market has since reached 
more reasonable levels. In addition, 
in 2002, the law was changed so 
that as between banks and the 
CPF, it was the banks that were 
given priority in the event of a 
default. In view of these changes, 
the time was right to increase the 
limit allowable for the housing loan 
amount. However, to ensure that 
the 90% limit for bank loans does 
not unduly increase the bank’s risk, 
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the MAS will require banks: 

• to hold more capital against 
housing loans which exceed 
80% of the property value; and  

• to apply rigorous internal credit 
evaluation criteria before 
extending high loans. 

In turn, such measures would likely 
result in a higher cost of funding for 
borrowers which would help to 
minimise the risk of speculative 
property buying and a re-
overheating of the property market.  
 

Minimum Cash Payment 
Required For Residential 
Properties Reduced From 
10% To 5% 
 

In tandem with the change to the 
limit on housing loans has been a 
change to the minimum cash 
payment required for residential 
properties. For private properties, 
the amount of cash payment has 
been lowered from 10% to 5%. This 
change takes place with immediate 
effect. This means that buyers may 
pay for the 10% using a 
combination of at least 5% in cash 
and the remaining amount in CPF 
funds. For public housing, the 
current requirement of a 4% 
payment in cash will remain until 
the end of the year after which the 
percentage will be increased to 5% 
and be capped at that level. 
 

Central Provident Fund 
Policies 
 

CPF policies for the use of CPF 
savings to purchase property have 
been made more flexible, while at 
the same time ensuring that 
adequate sums are put aside for 
retirement needs.  

Minimum Lease Period For 
Use Of CPF Savings 
Reduced 
 

CPF members were previously 
allowed to use their CPF savings to 
purchase private residential 
properties only if these properties 
had remaining leases of at least 60 
years. This was to ensure that the 
lease could last the average life 
expectancy of buyers. The 
minimum lease period required has 
now been reduced to 30 years.  

To ensure that the property 
purchased will last the buyer’s 
lifetime, two policy measures have 
been implemented: 

• Buyers will only be allowed to 
use their CPF to buy properties 
with lease periods of between 
30 to 59 years so long as the 
lease period remaining on the 
property will last until their 80th 
year. In other words, a buyer 
that is 35 years old will be able 
to purchase property having a 
lease period of 45 years or 
more, but not less.  

• CPF withdrawal limits for the 
purchase of such properties will 
be pegged to the age of the 
purchaser and the amount of 
time of the lease remaining on 
the property at the age he is 
allowed to withdraw his CPF 
funds (currently, 55 years).  

The CPF has clarified that the 
withdrawal limit will be set at a level 
that covers the estimated 
depreciated value of the property 
when the member reaches the CPF 
withdrawal age. It will be calculated 
based on the ratio of the remaining 
lease when the member is 55 years 
old, to the lease at the point of 
purchase. Hence, if the 35-year old 
buyer purchases a leased property 
with a lease of 50 years, the lease 
will have 30 years remaining when 
he turns 55 years old. Hence, the 
ratio will be 60% (ie, 30 / 50) of the 
value of the property. 
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If joint owners purchase the 
property, the minimum lease period 
will be calculated based on the age 
of the youngest of the owners. 

The intent is to allow older people 
the flexibility of buying cheaper 
residential properties with shorter 
lease periods, thereby allowing for 
more funds to be set aside for 
retirement.  
 

Non-Related CPF Members 
May Jointly Purchase Private 
Residential Properties Using 
CPF Savings 
 

Non-related singles could 
previously use CPF funds to jointly 
purchase only public housing but 
not private residential property. In 
order to align the regime for both 
public and private property, the use 
of CPF funds for joint purchases 
has been extended to henceforth 
include private residential property.  
 

Use Of CPF Funds For 
Property Purchases 
Simplified  
 

A CPF member may withdraw up to 
100% of value of the property (the 
‘Valuation Limit’) in his CPF fund to 
pay for the property purchase or 
repay the housing loan. If this 
amount is insufficient, he is entitled 
to withdraw an additional sum. This 
additional sum is calculated based 
on the lower of two amounts:  

• the Withdrawal Limit less the 
amount of CPF already used; or 

• the applicable Housing 
Withdrawal Limit. 

The regime for the amount of CPF 
savings that CPF members can 
withdraw for housing purchases has 
been simplified: 

• The CPF Withdrawal Limit for 
purchases of the first property, 
currently pegged at 138% of the 
property’s valuation limit, will 
continue be reduced as 

previously planned to 120% in 
2008.  

• With immediate effect, the 
calculation of the available 
Housing Withdrawal Limit will 
be based on the amount 
remaining in a member’s 
Ordinary Account after 
deducting the required 
minimum sum cash component 
(currently, S$45,000). This 
replaces the previous 
requirement of the lower of 
either this sum or 80% of the 
gross CPF savings in the 
Ordinary and Special Accounts 
in excess of the prevailing 
minimum sum. 

 

Use Of CPF Funds For 
Second And Subsequent 
Property Purchases 
Restricted 
 

For second and subsequent 
properties purchased, the following 
restrictions will be put in place: 

• CPF members must have the 
required minimum sum in their 
Ordinary Accounts before they 
will be allowed to use their CPF 
funds for the purchase. In 
recognition of the fact that 
homeowners may need time to 
sell their first property, they will 
be given six months from the 
purchase of the second 
property to effect the sale. This 
change will take effect from 1 
July 2006 and will only affect 
purchases made on or after this 
date. This is to give members 
who are planning on buying an 
additional property one year’s 
notice. In addition, the CPF has 
clarified that for properties 
purchased while still under 
construction, the six month 
period will run from the date 
that the Temporary Occupation 
Permit is obtained. 

• The amount that may be 
withdrawn from CPF funds will 
be confined to the Valuation 

Limit. Accordingly, if this 
amount is insufficient, a 
member will not be able to 
withdraw additional funds from 
his CPF savings to make up the 
shortfall.  

 

Transfer Of Medisave 
Overflows 
 

Amounts in the Medisave Account 
in excess of the Medisave 
Contribution Ceiling will be 
transferred into the Special Account 
(for members below 55 years of 
age) or into the Retirement Account 
(for members aged 55 and above), 
instead of the current practice of 
transferring these sums into the 
Ordinary Account. As amounts in 
the Special and Retirement 
Accounts cannot be used for 
property purchases, members who 
are currently using excess amounts 
in the Medisave Account to fund 
their mortgage payments will 
continue to be allowed to do so. 
However, this is subject to such 
members being able to show the 
CPF Board that they would 
otherwise have difficulty servicing 
their loans under the new regime. 
This change will only be effected as 
from 1 July 2006. 
 

Non-Residential Properties 
Scheme To Be Phased Out 
 

As from 1 July 2006, CPF members 
will no longer be allowed to use 
their CPF savings to invest in non-
residential properties such as office 
space, shops, factories and 
warehouses. This is because 
members may now invest in 
property funds instead of physical 
property. This will only affect future 
transactions, and members 
currently using CPF savings to pay 
for mortgage instalments for non-
residential properties will be 
allowed to continue to do so.  
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Foreign Purchases And 
Ownership Of 
Residential Properties 
 

Various changes affecting foreign 
purchase and ownership of private 
residential properties and land were 
also announced.  
 

Foreigners To Be Allowed To 
Purchase A Wider Range Of 
Properties  
 

With immediate effect, foreigners 
will be able to purchase apartments 
in non-condominium developments 
of less than six levels without the 
need to obtain prior approval. For 
landed properties, prior approval 
will still be needed.  
 

Investment In Private 
Residential Properties To 
Qualify For Permanent 
Resident Status  
 

Under the Global Investor 
Programme, foreigners may be 
considered for permanent resident 
status if they invest a minimum sum 
in certain specified investments. In 
1996, residential properties were 
removed from the list of allowable 
investment instruments. With 
immediate effect, they will be now 
re-allowed and a foreigner can now 

be considered for permanent 
resident status if he invests at least 
S$2 million in specified investment 
instruments, of which up to 50% of 
the investment amount can be in 
private residential properties 
(subject to the restrictions on 
foreign ownership of landed 
property set out above). 
 

Purchase Of Residential Land 
By Foreign Companies  
 

The Residential Properties Act 
currently imposes various 
restrictions on foreign companies 
purchasing residential land for 
development. Such companies 
must apply for a Qualifying 
Certificate and in order to do so, 
they must:   

• provide a banker’s guarantee 
for 50% of the purchase price of 
the land; and  

• undertake to complete the 
development in three to four 
years.  

These restrictions will be 
liberalised. As from a date yet to be 
announced, in order to apply for a 
Qualifying Certificate:  

• the banker’s guarantee to be 
provided will be 10% and not 
50% of the purchase price of 
the land; and 

• the time frame for completion of 
the development will be 

increased from three to four 
years to six years.  

On the other hand, while some 
foreign companies had been 
granted exemptions under the 
current requirements for applying 
for a Qualifying Certificate, all 
current exemptions will be revoked 
and all foreign companies will be 
required to obtain a Qualifying 
Certificate. Foreign companies 
currently operating under the 
exemption will be allowed to 
continue to hold existing land stock 
purchased while under the 
exemption. 
 

Conclusion 
 

The Minister for National 
Development has stressed that the 
purpose of the changes was neither 
to boost nor depress the property 
market. Rather, the review was to 
improve structural rules to improve 
the functioning of the property 
market, and to better achieve 
broader economic and social 
objectives in today’s context. The 
policy changes will help to ensure 
that the property market is stable 
and consistent with economic 
fundamentals, and will enhance 
Singapore’s cost competitiveness, 
ensure retirement adequacy for an 
ageing population, and maintain a 
healthy financial sector. 

 
 
 
 
 
 
 
 
 
 
 
The information contained in this Update is correct to the best of our knowledge and belief at the time of writing.  The contents of the above 
are 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 the information above may not necessarily 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 or e-mail  the Knowledge & Risk Management Group at eOASIS@rajahtann.com. 

Rajah & Tann is one of the largest law firms in Singapore, with a representative office in Shanghai.  It is a full service firm and 
given its alliances, is able to tap into resources in a number of countries. 
 
Rajah & Tann is firmly committed to the provision of high quality legal services.  It places strong emphasis on promptness, 
accessibility and reliability in dealings with clients.  At the same time, the firm strives towards a practical yet creative approach in 
dealing with business and commercial problems. 

 


