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Dear Licensees,

Re: The Government’s latest measures to cool the @perty market

The Estate Agents Authority (EAA) is writing toadlv your attention
to the announcement made by the Government on B&&gy 2013 to
introduce a series of measures to curb the ovextigaoperty market.
These measures include:

A. Stamp Duty

The Government will amend the Stamp Duty Ordinaocadjust the
ad valorem stamp duty (AVD) rates. The AVD on batsidential and
non-residential properties would be doubled actbssboard, with the
maximum AVD rate rising from 4.25% to 8.5%. Formsactions valued
at $2 million or below, the stamp duty will riseofn a $100 flat fee to
1.5% of the transaction's consideration. Other g@actified exemptions,
the new rates apply to all property transactiontetiver involving
residential or non-residential properties and layvidluals or companies.

Exemptions similar to those available in the exgtSpecial Stamp
Duty and Buyer's Stamp Duty regimes will be grant€de new stamp
duty rates will not apply to Hong Kong PermanensiBent buyers who
are not beneficial owners of any other residemiraperty in Hong Kong
at the time of acquisition of a residential propert

Besides, stamp duty on a non-residential propenttuding shop,
office, industrial premises or carpark, will be oed on a “sale and
purchase agreement”, instead of the current peoficharging it when a
“conveyance on sale” of the property is executed.

B. Mortgage

The Hong Kong Monetary Authority announced thabksamust
assume a mortgage rate increase of 300 basis panstead of the
existing 200 basis points, in stress-testing magegaapplicants’
repayment ability. This measure will apply to magdg loans for all
property types including residential, commerciad ardustrial properties.
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The maximum loan-to-value (LTV) ratios of mortgagans for all
commercial and industrial properties will be cutly percentage points
from the existing applicable levels.

The maximum LTV ratio of mortgage loans for stdoda car park
spaces will be set at 40% and the maximum loarr tand5 years. Other
requirements on maximum LTV ratio and debt-sengaiatio that apply
to commercial and industrial property mortgage $oaill also apply to
standalone car park space mortgage loans.

The Hong Kong Mortgage Corporation Limited alsm@mced that
revisions will be made to the eligibility criteribfor the Mortgage
Insurance Programme (MIP). Only mortgage loans ropgrties with
value at or below $4 million will be eligible foné maximum MIP cover
of 90% LTV. Properties with value above $4 milliamd below $4.5
million will be eligible for MIP cover up to $3.6 ittion, being 80% to
90% LTV, while properties with value at or aboveSbillion will only
be eligible for the maximum MIP cover of 80% LTVh& cap on the
value of properties under MIP will remain unchange&6 million.

All of the aforementioned measures have takenceffom 23
February 2013. The EAA would like to remind liceeseto be fully
conversant with the new measures, so as to b@asition to advise their
clients in a responsible manner and refrain fromkinta any
misrepresentation.

The EAA will keep close watch on the amendmenthef Stamp
Duty Ordinance. Meanwhile, you may refer to the sitss of the Inland
Revenue Departmentvivw.ird.gov.hK, Hong Kong Monetary Authority
(www.hkma.gov.hk and Hong Kong Mortgage Corporation Limited
(www.hkmc.com.hkfor more details of the new measures.

Estate Agents Authority
25 February 2013



