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A new international housing survey confirms what every Hongkonger already knows - Hong Kong homes are "severely unaffordable". 

 

The city's housing was found to be the least affordable in the survey, beating London, New York, San Francisco, and other high-priced locales. 

 

The median home in Hong Kong costs 11.4 times gross annual median household income, according to a report by the US-based consulting company Demographia, which examined housing affordability in six countries and Hong Kong for the third quarter of 2010. 

 

This is the first time Hong Kong has been included in the survey, which compares major metropolitan areas in Australia, Canada, Hong Kong, Ireland, New Zealand, the UK and the US. 

 

The report noted that only one city, Los Angeles, has equalled or exceeded Hong Kong's "median multiple" (the median house price divided by gross annual median household income) in the seven-year history of the survey. 

 

Markets where home prices are 5.1 times household income or more are considered "severely unaffordable" by the report.

 

Home prices in Hong Kong have surged more than 50 per cent in the past two years, powered by interest rates at a two-decade low, an expanding economy and an influx of buyers from the mainland.

 

"High housing costs can be justified if productivity and average household incomes both rise at a compatible pace," said Professor Raymond So of the Hang Seng Management College. "But they are creating many social problems in Hong Kong where economic expansion is only benefiting the high-income and professional groups."

 

Australian homes are the least affordable among English-speaking nations, but far behind Hong Kong, with a median multiple of 6.1. US homes were most affordable at three times median earnings. 

 

All the affordable major markets - with homes that cost three times annual income or less - were in the US, with Atlanta, Georgia, the most affordable larger city where the median house price is US$129,000.  The number of US homes involved in a mortgage foreclosure filing will climb about 20 per cent in 2011, RealtyTrac Inc said in a recent report, pushing home prices down further. A record 2.87 million properties got notices of default, auction or repossession in 2010, according to the report.

 

Sydney was the second least affordable city, with a median multiple of 9.6, followed by Vancouver (9.5), Melbourne (9), Plymouth and Devon in the UK (7.5), San Francisco-Oakland (7.2) and London (7.2). 

Hong Kong's rising property prices have become one of the city's leading economic and political concerns, with a growing number of the city's middle-class residents saying they can no longer afford the city's runaway housing prices.

 

In November, the government tried to cool the market by raising stamp duty on homes resold within two years, and as high as 15 per cent if the property was resold within six months. The measures worked briefly but the prices soon rebounded. Sales in the secondary market rose 27 per cent last year. 

 QUESTIONS
1. The terms `median’ (used in this article) and `mean’ are often confused. Can you explain exactly what they mean?

`Median’ is the figure that is exactly in the middle when you arrange a series of figures in order of size. The `mean’ is the figure you get when all the figures are added together and the result divided by the number of figures in the series. For example, if three people earn $100,000, $20,000 and $6,000 per month respectively, their mean income will be $42,000 and the median $20,000.
2. What is `gross income’?
Income before tax and other deductions.(e.g. MPF payments)
3. What is the approximate median annual income in Atlanta?

At least $43, 000 (i.e. one third of the median house price)
4. What is the `secondary market’ in housing?
Buying and selling of property which has already been owned by someone else other than the developer who built it.
5.What are the three reasons given in the article for the rapid increase in prices in 2010?
Low interest rates, an expanding economy and the large number of buyers from the Mainland.
6. Can you think of any reason why the price of housing is always quite high in Hong Kong compared to other international cities?

Because the population density is high in HK but also because the government, in order to keep prices at land auctions high, only releases land for development very slowly,
7. What should the government do about the problem?
OWN ANSWER (e.g. release more land to the private sector, build more public housing etc.)
VOCABULARY
Match the following words with their meanings:
1. confirm 




not too expensive  3


2. locale





loan provided on condition that the borrower will 12







let the lender have his flat, piece of land etc. if he is 







unable to repay 

3. affordable




amount produced per unit of time 9



4. metropolitan




formally request legal action 14
5. exceed





fail to repay money on time 15
6. surge





rise again after falling 18
7. influx





speed 11
8. justify 





make certain that something is true 1
9. productivity




sale in which buyers compete to see who will offer the 






highest price 16
10. compatible 




taking something back from its owner 17
11. pace





place 2
12. mortgage




take possession of property because the owner has 







failed to keep up repayments of the money borrowed to 






buy it  13
13. foreclosure




connected with a major city 4
14. file





be more than 5
15. default





rise or increase rapidly 6
16. auction




movement in large numbers or quantity into somewhere 7 
17. repossession



show that something is right or fair 8
18. rebound 




fitting in with something or someone else 10
