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INTRODUCTION

The Malaysian housing affordability crisis has emerged as one of the most serious socio-
economic problems of the 21st century, with profound implications for economic equality,
social stability, and intergenerational wealth distribution. While housing unaffordability has
been a growing trend since the early 2000s (Seng, 2018), the post-pandemic era has exacerbated
the situation due to the thrust from inflationary pressures, slowing wage growth, and structural
vulnerabilities in the property sector (Bank Negara Malaysia, 2022). The resulting gap in
incomes from households and property prices has come to create an unsustainable dynamic,
locking up a significant portion of the people—particularly the Middle 40% (M40) and higher
Bottom 40% (B40) income groups—out of homeownership and sustainable buildings (NAPIC,
2023; Gazi et al., 2005).

The empirical evidence substantiates the gravity of the crisis. According to the Malaysian
House Price Index (MHPI, NAPIC, 2023), Malaysia's overall residential property price
increased by an astronomic 99.3% between 2010 and 2023, far outpacing median wage growth,
which was only 33.8% higher over the same period (Department of Statistics Malaysia, 2023).
This divergence has been worst in cities such as Kuala Lumpur, Penang, and Johor Bahru,
where property prices rose at 5-7% annually, while real incomes remained flat (Khazanah
Research Institute, 2021).

Initiatives from the government, such as the People's Housing Project (PPR) for low-income
communities and PR1IMA for mid-tier buyers, have provided stopgap relief. Nevertheless, such
programs are substantially restricted, like stringent eligibility tests, deficient provision, and
locational imbalance among lower-priced dwelling regions and workplaces (Said et al., 2020).
Inevitably, then, young families and young professionals, alongside middle-income groups, get
caught up in the affordability trap in housing: too affluent to receive subsided dwelling yet
insufficient income to afford houses within private market markets (Bank Negara Malaysia,
2019).

The COVID-19 pandemic further exacerbated these problems. In a 2022 World Bank report,
nearly 30% of Malaysian households witnessed a decrease in their incomes during the
pandemic, with a majority drawing on savings or taking a loan to finance housing (World
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Bank, 2022). Meanwhile, property builders have increasingly shifted towards high-margin
luxury developments, further exacerbating the gap in affordable starter homes (NAPIC, 2023).
The long-term consequences of this crisis are dire. Delayed homeownership by younger
generations has led to reduced household formation, reduced disposable income due to over-
rental burdens, and reduced opportunities for wealth accumulation (Khazanah Research
Institute, 2023). In addition, the agglomeration of affordable housing in the suburbs has resulted
in urban sprawl, increased commuting expenses, and socioeconomic segregation (Seng, 2021).
Without decisive policy action—tax measures to stem speculation, incentives to build
affordable housing, and increased access to finance—Malaysia risks increasing inequality and
deterring economic mobility for generations to come.

ANALYSIS

The housing affordability crisis in Malaysia is a complicated one driven by economic, social,

and policy-related factors.

One of the primary drivers is the divergence between household incomes and housing prices.

In the last ten years, housing prices have appreciated by 5-7% annually, much higher than

income growth, which has grown by a mere 2.8% per annum (DOSM, 2023; NAPIC, 2023).

This gap has rendered home ownership very difficult to achieve, especially for the B40 and

M40 income earners. The PIR house price to income ratio in principal cities like Kuala Lumpur

exceeds 5.0, well beyond the World Bank's (2022) 3.0 benchmark for affordability. This has
resulted in the majority of Malaysians having to spend an unsustainable portion of their income

on housing with not much remaining for other basic expenditures. Demand and supply
mismatch in housing is yet another central issue.

There is a trend where private developers focus on high-end residential developments with

relatively more profit margins, and this creates an oversupply of high-end condominiums and

shortages in affordable housing. NAPIC (2023) adds that vacancy rates for high-end properties
in urban areas are more than 30%, and there is a mismatch in demand for affordable housing.

While government programs like PR1IMA and PPR try to bridge this gap, their effectiveness is
hindered by inadequate supply, weak location planning, and bureaucratic inefficiencies. For
example, PR1IMA has only handed over 50,000 units since its inception, which is far short of
the estimated demand for 500,000 affordable housing (PR1IMA, 2024). The majority of them

are also situated in remote areas with limited public transport, hence less appealing to working

families (The Edge Malaysia, 2023). Adding to that, strict qualifying conditions for public

housing schemes disqualify many prospective buyers.

PR1IMA, for example, caps the participants to those with a monthly income of RM2,500 to
RM15,000 and does not accept those who own more than one property (PR1IMA, 2024). These
qualifications exclude low-income earners (less than RM2,500) and those hoping to move from
poor-quality homes. The balloting system also makes it harder to access because high demand
leaves many qualified applicants waiting years for a house. Likewise, PPR housing is also

reserved for those with income levels below RM3,000, leaving lower M40 families (RM3,000—
RMS5,000) with no suitable choices (Ministry of Housing, 2023). Financing also acts as a barrier
to homeownership, especially for first-time buyers.

Bank Negara Malaysia (2023) says nearly 60% of B40 and M40 groups' applications for home

loans are rejected, primarily due to high debt ratios relative to income and weak credit profiles.

Although government schemes like MyDeposit and PR1IMA's 110% financing are designed to
assist buyers, stringent requirements by banks are still keeping many away from approval.

Moreover, escalated building costs, speculation buying, and foreign land purchase have also

inflated prices, particularly in city locales (NAPIC, 2023). Unless policies reform and more
stringent price control comes into action, the housing affordability crisis persists.
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To address these problems, Malaysia needs a multi-pronged approach, including boosting the
supply of affordable housing, improving public transport links, relaxing first-home buyers' loan
requirements, and eradicating speculative property investment. Absent structural reform,
homeownership will remain an unaffordable dream for many Malaysians, driving
socioeconomic inequality and urban housing shortage.

EVALUATION

To address housing affordability concerns of the B40 and M40 segments comprehensively, a
multi-faceted policy approach must be pursued, integrating data-driven planning, regulatory
fine-tuning, innovative financing, public housing renovation, and long-term policy
coordination.

DATA-DRIVEN PLANNING IS CENTRAL TO MAKING SUPPLY OF HOUSING

EQUAL REAL DEMAND.

The government can establish a dynamic, localized housing affordability index based on real-
time data on income, property prices, rental rates, and demographic trends. This index would
enable policymakers to identify priority areas, allocate resources in an optimal way, and adjust
housing policy in line with evolving needs. For instance, Vancouver and Singapore cities have
used housing affordability indices successfully in order to guide targeted interventions (World
Bank, 2022). With the help of big data and predictive analytics, Malaysia can optimize land
use, prevent speculative bubbles, and ensure that housing production is synchronized with the
affordability of B40 and M40 households. Regulatory Reforms must give top billing to zoning
incentives and flexibility in affordable housing development.

Current zoning laws restrict mixed-income, high-density developments, causing urban sprawl
and unaffordability. By reforming these laws, the government can encourage transit-oriented
developments (TODs) and inclusionary zoning, where developers are required or encouraged
to set aside a percentage of units for affordable housing. For example, New York and London
have implemented density bonuses and tax abatements to encourage private sector entry into
affordable housing (Urban Institute, 2021). Malaysia can bring significant supply boost with
profitability maintained using the same measures, such as faster approvals, reduced compliance
costs, and increased floor area ratios (FAR) for developers with affordable units. Innovative
Financing Solutions are crucial in minimizing barriers to homeownership.

A shared equity scheme in which the government invests with the buyer would reduce down
payments but enable staggered transfer of ownership. Schemes like the UK's Help to Buy and
the Australian Home Guarantee Scheme demonstrate the ability of shared equity to widen
access without market distortion (IMF, 2023). Subsidized mortgage rates, rent-to-own plans,
and micro-financing schemes for B40/M40 homebuyers can also improve affordability. Bank
Negara Malaysia's Affordable Housing Scheme (RPK) is a step in the right direction, but
expanding the size of such schemes with better controls to prevent misuse is crucial (BNM
Annual Report, 2023). Public Housing Schemes must be improved by expanding eligibility,
quality, and connecting housing to infrastructure.

A majority of public housing schemes are currently situated in poor locations with minimal
access to work and transit. By adopting mixed-income developments near transit points like
Singapore's HDB model, Malaysia can prevent public housing stigmatization while promoting
inclusive communities (Centre for Liveable Cities, 2022). New building technologies such as
Industrialized Building Systems (IBS) and modular houses have the potential to lower costs
and construction time by 30%, as in the case of PRIMA projects (The Property Times, 2023).
Furthermore, public-private partnerships (PPPs) can leverage private expertise while ensuring
affordability, as demonstrated by Hong Kong’s subsidized sale flats

1825



LEX LOCALIS-JOURNAL OF LOCAL SELF-GOVERNMENT ]'],\,
ISSN:1581-5374 E-ISSN:1855-363X T v
VoL. 23, No. S4(2025) L

(ADB, 2021). Long-Term Policy Integration is key to sustaining affordability. Housing must
be incorporated into national economic plans, such as the Shared Prosperity Vision 2030, which
seeks to uplift B40 families through holistic development (Wikipedia, 2024). Regular
stakeholder consultations—with developers, banks, NGOs, and community groups—can assist
in sustaining flexibility of policies. Institutionalizing a National Housing Council for
facilitating cross-agency collaboration, as in Canada's National Housing Strategy, would
enhance accountability and long-term planning (CMHC, 2023).

In short, a comprehensive, data-driven, evidence-based approach that combines data analytics,
regulatory incentives, creative financing, enhanced public housing, and systemic policy
alignment is required to price housing affordably for Malaysia's M40 and B40. Lack thereof,
affordability gaps would increase, further sustaining inequality and social unrest. By observing
global best practice and adapting it locally, affordable and inclusive housing for all is attainable
in Malaysia.

CONCLUSION

In short, Malaysia's housing affordability crisis is a multifaceted issue that demands urgent and
collective policy measures to facilitate sustainable and equitable homeownership, particularly
among the B40 and M40 income groups.

The persistent disparity between weak wage growth and increasing property prices has pushed
homeownership beyond the reach of the majority of Malaysians, exacerbating socioeconomic
inequalities and perpetuating urban housing shortages. The current mismatch between housing
supply—where high-end developments remain oversupplied and affordable housing remains
grossly undersupplied—is just adding to the problems, with middle- and lower-income families
having limited and mostly inferior options. Such government programs as PRIMA and PPR,
though well intentioned, have also not succeeded because they are hamstrung by bureaucratic
inefficiencies, restrictive qualification requirements, and poorly located schemes that do not
appeal to working families. In addition, stringent lending conditions continue to keep first-time
buyers out, with most B40 and M40 loan applicants being turned down due to high debt burdens
and no credit history. In order to best address these concerns, Malaysia must adopt a long-term
and integrated solution that incorporates data-driven urban planning, regulatory reform,
alternative financing models, and public housing initiatives.

A dynamic housing affordability index could provide policymakers with timely evidence to
better match supply with demand, and zoning reforms and private developer incentives could
induce the construction of reasonably priced, well-located homes. Financial mechanisms such
as shared equity schemes, rent-to-own, and subsidized mortgage rates could lower barriers to
entry for low- and middle-income homebuyers. Secondly, public housing schemes should be
incorporated into transport networks and basic amenities, with caution, so that they continue to
be habitable and affordable, learning from successful models like Singapore's HDB flats.
Above all, housing policy should be supported by broader economic agendas, such as the
Shared Prosperity Vision 2030, to ensure affordability is not treated in silos but as one piece of
a larger puzzle for inclusive growth. Unless there is decisive and consistent action, the housing
affordability gap will widen, deepening financial strain on families and undermining social
stability.

The government, private sector, and civil society must collaborate to implement such reforms
so that all Malaysians—regardless of income level—have access to safe, affordable, and
dignified housing. By embracing global best practices while adapting solutions to suit local
conditions, Malaysia can re-engineer its housing market into one that promotes equity,
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opportunity, and long-term prosperity for generations to come. The time for systemic change
is now, and the stakes could not be higher.
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