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Q How does the expansion of
Singapore’s transportation network
affect housing prices? How did the
announcement, construction and
opening of Downtown Line 2 affect
resale HDBprices?

A With the continued growth of
Singapore’s population, public
housing projects have been
expanding beyond the central
area. Today, there are 26 town
developments and numerous
urban and suburban business
locations across the island.

This changing geographical
spread of population means that
transport connectivity is
increasingly important.

For example, from 2010 to 2015,
the annualised average daily public
transportridership grew by 5.2 per
cent, while the annualised

prices

¢ population growth increased by a
i merel.8 per cent.

This increasing connectivity is

: partofthe Land Transport Master
¢ Plan2013 - to haveeight in10

1 homes within a 10-minute walk of
: anMRT station by 2030.

The openingof the Downtown

¢ Line3(DTL3)enhances

¢ connectivity to downtown

: Singapore forboth the north-west
: and easternregions, being the

¢ longest stretch of that line.

Commuters and businesses can

i lookforward tothe end of

i construction noise and dust, as well
: asthe convenience andbenefits of
i faster travel timeand better

¢ accessibility with the opening.

Homes near train stations enjoy

: premiums. Astudy of the Dutch

¢ housing market found that

¢ proximity toarailway stationhad a
¢ positive effect - averaging about 25
: per cent -on housingprices.

And National University of

¢ Singapore (NUS) economists Eric
: Fesselmeyer and Liu Haoming

: found thatresale Housing Board

i (HDB)flats near the East-West

¢ Lineor North-East Line are priced
: 2.2 per cent higher relative to other
i comparable flats.

Although there are positive

: gains from completed MRT lines,

¢ there arealsoother economic

: effects before the lines are opened.
: Forone, construction noise and

i dustimpose costs onresidents

¢ whoare otherwise uninvolved

: with the project —aclassic

i example of what economists term

¢ anegative externality.

We also need to consider the

: possibility of announcement

: effects. Inother cities like Chicago
: and Hong Kong, theannouncement :
¢ ofnew trainlines resultedina
: positive impacton housingpricesin :
i cities. Howhas the announcement !
¢ ofnewlines affected property

: pricesin Singapore?

Weexamined 440,000 resale

: HDB flat transactions from January

i 2000 to June last year to examine

: how connectivity affected housing
i prices during the announcement,

i constructionand completion of

: Downtown Line 2 (DTL2).

Connectivity is calculated by the

: distance between the property and
: thenearest MRT station.

We categorised housing

transactions data into (i) not

i connected, (ii) connected to one

: DTL2station only and (iii) others.
: Wethenseparated the data

: according to the announcement

i date, construction period and

i opening date of DTL2.

‘We found that there were

i positive effects of network

expansion on nearby public

: housing resale prices, even during
: the announcement and
: construction phases.

The announcement of DTL2
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i innearby resale prices by 1.8 per
¢ cent for houses within a 1.5km

¢ radius from the MRT station and
i 1.9per cent for those located

: withinalkm radius.

Average housingresale prices

¢ continued toincrease during the

: constructionperiodby 2.4 percent
¢ forflatswithin 1.5km ofastationand :
: 3per cent for those within1km. :

AsDTL2 opened, the average

: housingresale pricessurged by 2.8
i per cent for those within 1.skmofa
: stationand 7 per cent for those

i within 1km, Average housing resale :
i pricesincreased more as distance
i tothe MRT stations decreased.

Our findings suggest that

: Singapore HDB buyers are

i forward-looking, as the positive
: effectsofthe DTL2 on housing

: pricesoccurred even before the
¢ linewas opened.

: spurredan average initial increase :

Even though there were no

HDB flats near Rochor Canal, which is within walking distance of Rochor station on Downtown Line 2 (DTL 2). A study shows how, as the MRT line opened, the average
: housing resale prices surged by 2.8 per cent for homes located within 1.5km of a DTL2 station, and 7 per cent for those within 1km. ST FILE PHOTO

: immediate benefits during the

: announcement and construction
: phases, flat buyers were still

: willing to accept temporary

: environmental disruption, with a
: viewof possible gains when the

: MRT officially operates.
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: Choonisdeputy head,department of
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: e Thisisamonthly series by the NUS
: department of economics. Each

i month,a panelwill address a topical

: issue. Ifyou have a burning question
i oneconomics, write to

: stopinion@sph.com.sgwith “AskNUS"
: inthe subject field.



