THE REAL ESTATE MARKET IN VIETNAM

ecently, the estate
Ragent has been
mentioned in the
press and law documents.
The Draft of the Real Es-
tate Law also introduces
regulations on functions,
duties and business condi-
tions for estate agencies.
Concepts of professional
estate agents along with
their work ethics and
qualification are totally
new to ones who are doing
this business and relevant
authorities.

There is a great gap be-
tween so-called estate
agents in Vietnam and
their foreign counterparts.
And it’s hard to find books
or magazines of this trade.
With thousands of estate
agencies all over the coun-
try, the estate agents could
only perform a small part
of the duties of profes-
sional estate agents. As for
us, the real estate busi-
ness, including advisory,
brokerage, pricing and
management services, are
still strange. To bridge
this gap is now an impor-
tant task needed for the
healthy development of
this trade.

1. Some facts about es-
tate agents’ services in
Vietnam

It’s hard to consider es-
tate broker’s business in
Vietnam today as a “trade”
in its proper meaning. The
real estate market has just
come into being for a dec-
ade or two and it still has
seasonal features and its
services are in their first
stages of development. Op-
erations of brokers in this
market seem the most de-
veloped but they also im-
ply many inadequacies.

Most of the inadequa-
cies come from the lack of
an official training center
where potential brokers
can get  professional
knowledge and indiffer-
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ence of relevant
authorities. Clients of es-
tate agencies find it hard
to get necessary informa-
tion. In other words, infor-
mation from these agen-
cies is unreliable. Each
agency has its own forms
of contracts that include
complex terms and condi-
tions to avoid responsibil-
ity and retain clients.
Many clients have to pay

the penalty for using bro-

kers’ services. Without

proper training, services of

estate agents are not cus-
tomer- oriented enough. At
a higher level, few agents
can undertake big con-
tracts effectively and cor-
rectly. This situation is not
only found in contracts to
buy private real estates but
also ones relating to large-
scale projects, especially
ones requiring land clear-
ance. Operations of bro-
kers usually produce false
information that leads to
sudden rises and falls in
the market price. Under
current conditions, brokers
have a lot of chances to
make profit because infor-
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mation about the urbaniza-
tion planning, land use

right and legal status of

pieces of estate is not pub-
licized.

Generally, the estate
agents’ services are devel-
oping in Vietnam in an un-
ruly manner and without
orientation or professional
quality. To help the real
estate  market operate
healthily and contribute to
the economic growth, the
agents’ services must be
standardized and agents
must be retrained.

2. Conditions for devel-
opment of real estate
market

At present, the Draft of
the Real Estate Law recog-
nizes the broker business
and requires the brokers to
get necessary business cer-
tificates and licenses. This
is the basic legal infra-
structure for developing
this business and the es-
tate market. However,
there are many factors
that affect turnover of real
estates on the markel. We
need examine them to un-

= =
ol s ot 12 %

derstand opportunities of
brokers’ business.

a. Effects on the de-
mand:

- Economic growth cy-
cle (one, two or 10, 12
years): This factor could af-
fect the market forces. In
Vietnam recently, how-
ever, the demand for real
estate didn’t correspond
with high growth rates.
This fact need to be further
examined.

- Changes in the de-
mand in relation to
changes in the spending
power: This factor depends
to a great extent on the un-
employment rate, urbani-
zation and concentration
of population. In addition,
the supply of credit also af-
fects the demand for real
estates. j

b. The supply of real es-
tates:

- The supply relates to
rises and falls of kinds of
estates, the number of es-
tates for sale and changes
in selling prices and con-
struction cost. Generally,
the supply of estates also
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depends on the economic
growth rate.

- The supply also de-
pends on the development
of construction business,
town planning and land
clearance. This factor
makes the supply in tran-
sition periods greater than
one in stable periods.

- The supply, like the
demand, depends partly on
government’s social pro-
grams and activities of the
finance market.

¢. Change in the struc-
ture of industry:

Such change brings
about changes in the sup-
ply and demand. The
change in structure of in-
dustry could come from
abroad and at home. Viet-
nam’s industrialization
and modernization will
lead to increasing demand
for land needed for factory
building and offices. The
decreasing role of the agri-
culture also makes the de-
mand rise causing
imbalance between the
two market forces. This
situation requires brokers
Lo gain more expertise in
order w upgrade their
services. Changes in dis-
tribution and density of
population caused by high
birth rate and migration
will increase the pressure
for housing.

The presence of foreign
investment and companies
requires more space and
land areas and a lot of
services will make their
appearance to meet this
requirement: leasing, sup-
plying loans, mortgage,
pricing, estate manage-
ment, construction of uffice
buildings, ete.

d. Financial strength:

The real estate market
in Vietnam is frozen bring-
ing many estate companies
and developers to the
brink of ruin, along with
their bankers. The real es-
tate always demands an
abundant supply of credit,
which is still lacking in
Vietnam. If Vietnam be-
comes a WT'O member, the
foreign sources of finance
will be able to solve this
problem. Foreign banks
can offer a wide range of
services relating to real es-

tate that local banks can
follow. This will be a new
dynamic for the realty
market. However, foreign
sources of finance could
lead to hot development
and dependence on foreign
forces.

e. Natural instability of
the realty market:

The market can experi-
ence wide fluctuations that
are sometimes greater
than ones in the whole
economy and don’t coin-
cide with the cycle of eco-
nomic growth. Aside from
periods of crisis and de-
pression, the natural flue-
tuations in the realty mar-
ket are slower than
changes in the cycle of eco-
nomic growth. Similarly,
the growth of the realty
market is slower than the
economic growth. )

As a law, capital tends
to be concentrated in key
industries, instead of real
estate, when the economy
develops well because the
profit from these indus-
tries is higher. On the
other hand, capital doesn't
flow quickly to real estates
during depression periods
because of difficulties in
withdrawing capital from
other industries. These
changes are very common
in stable realty markets.

In Vietnam, the realty
market has been unstable
for years. Besides external
factors, the market has
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been affected by many in-
ternal ones, such as
government’s policies, le-
gal infrastructure, limited
finance market, and lack of
experience of secondary in-
vestors, etc. These factors
make the Vietnamese re-
alty market very unstable,
which provides brokers
with more opportunities.

f. Estate brokers and
information technology:

Information technology
is an effective solution to
operations of  brokers
when it makes their offices
organizationally  united
and computerizes both ex-
ternal and internal rela-
tions, which allows reduc-
tion in cost  and
improvements in produc-
tivity. In other words, new
technologies make the bro-
kers’ offices more competi-
tive when this business de-

velops.
At present, many bro-
kers’ offices introduced

themselves on the Internet
that is available for an in-
creasing number of poten-
tial customers.

3. Conclusion

The above analyses
show that the estate agen-
cies have great potentials
for development. With a
market where information
is not available for every-
body and many factors are
causing disorder, the role
of estate agents becomes

more important. However,
operations of badly-trained
agents have become a wor-
rying problem for relevant
authorities. They make the
market more active but
also cause the price to sky-
rocket. To make the mar-
ket healthier and more ef-
ficient, there must be
plans to train them in pro-
fessional practices.

For the time being, il’s
necessary to replace the
concept of “land brokers”
with one of “estate agents”
and make their services an
official and legal trade.
First of all, their operation
must be under control of
relevant authorities and
regulated by laws, such as
real estate registration
law, real estate trading
law and housing code, etc.

As for professional
training, there is only
courses in real estate

valuation and real estate
management offered by Ha
Ngi  National Economic
University and  some
short-term courses sup-
plied by the HCMC Uni-
versity of Economics. This
situation means that it will
take time and great efforts

to provide agents with for-,

mal training. Without a
strategy to deal with this
gap, the realty market will
fall far behind regional
markets and customers
will pay the price for it for
years to come.®
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