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Abstract

There are generally three types of house buyers called owner-occupiers,
investors,and speculators. However, various factors that affect their decision to
purchase a house. The research aims to identify the main factors that will affect
the purchase decision of property buyers. Factors such as environmental factors,
financial factors, governmental factors, subjective norms, and physical design
factors will affect their decision to purchase. The research technique used is
quantitative research. Descriptive analysis and inferential analysis to analyse the
hypothesis. Based on the findings, the factors that showed to be statistically
significant are the environmental, governmental, and subjective norm factors.
Environmental factor has a positive influence towards the purchasing decision of
dwelling while governmental and subjective norm factor has a negative influence
onthe purchasing decision of residential properties. The regression model
findings from this research show not only governmentimposed regulation could
significantly affecting the purchasers’ decision, however, environmental and
subjective norm factors play a major role in this matter. This information is
beneficial to developers that have the intention to construct dwellings in the
future. Developers can take into consideration all the significant factors before
deciding on the location for their future development
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INTRODUCTION

The Malaysian government has been putting effort into improving the housing
sectors in terms of quantity and quality by providing incentives to the public and
private developers. However recently, prices of houses have been shooting high
up due to inflation and weakening Ringgit Malaysia while the salary of the
household -is increasing at a slower pace. The existing gap between what the
developers sell and what the households or individuals can afford is getting
further as time goes on Atati (2014).

PROBLEM STATEMENT
According to Bank Negara Malaysia, BNM (2015), from the last five years, there
is a shortfall in the supply of housing as shown from the mismatch between the
growth rate of the housing supply and the increasing number of potential
households. On average the total number of completed houses are 166,876, and
approximately a total of 117,250 household increases simultaneously. Thus, this
indicates that there will be a surplus of 49,626 units of houses annually. However,
in the year 2010 to 2015, the completion of the total number of housings has been
declining to approximately 80,089 units per year while the net increase of the
number of households is on average 166,000 per year. This implies that from the
year 2010 to 2015 there is a shortage of 85,911 units of houses (BNM, 2015). As
mentioned by Zainun and Ismail (2015, p.1037) ‘housing supply is not keeping
up with demand’.

According to Hong Leong Investment Bank Research (2016), the
National Property Information Centre (NAPIC) recorded that there was a drop of
5.7% in the transactions made in the year 2015. This decline is recorded to be the
second-largest drop since the year 2002 which is placed after the drop that took
place in 2009 of a percentage of 8.3. The surplus supply of houses is still on the
inclining slope. In the year 2015, the supply of housing stocks has reached a total
of 892,000 which is an increase of an additional 16% since 2004. This is the
highest amount which is overall 18% of the existing stocks in Malaysia.

RESEARCH AIM AND HYPOTHESIS
The aim of this study is to understand which factors will affect the purchasing
decision of dwellings among property buyers.

Hypothesis 1: Factors that affects the purchasing decision of residential properties
among property buyers

Hla: Environmental factors will have a positive relationship with the purchasing
decision of residential properties

H1b: Financial factors will have a negative relationship with the purchasing decision of
residential properties
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Hlc: Governmental factors will have a negative relationship with the purchasing
decision of residential properties
Hlid: Subjective norm factors will have a positive relationship with the purchasing
decision of residential properties
Hle: Physical design factors will have a positive relationship with the purchasing
decision of residential properties

LITERATURE REVIEW

The decision of purchasing a house is complex and must into consideration a
handful of factors as eventually will lead to long-term financial burdens such as
a mortgage, day-to-day activities as well as social interaction, security and safety,
and many more other factors (Litman, 2012).

Environmental Factor

Anuar and Muhamadan (2018) emphasized that the three main factors that a
person should consider before purchasing a house are location, location, and
location, especially the demand on the complete neighborhood facilities. Past
researchers have identified the location as one of the main factors that will affect
the purchase decision of homebuyers in countries such as Australia, the UK, and
Ireland (Daly et al., 2003). Location factor can be commonly linked to the
distance and convenience to local amenities such as public transport, health care
center and etc (Tobi, Fathi & Amaratunga, 2018). Proximities will have a
significant influence on choosing whether which residential property (Saw &
Tan, 2014).

Neighborhood can be defined as a space whereby a community dwells
together with similar interest (Choguill, 2008). Households will prefer to incur
additional money for a dwelling that is in a good neighborhood with excellent
indoor and outdoor qualities (Aini et al., 2017). Some of neighboring
environment qualities such as the pollution level, crime, and safety level, and
cleanliness are vital and will eventually affect the purchasing decision of the
buyers (Tan, 2011a). Khalid et al. (2020) conducted research and proved that a
gated community lowers the chances of any unwanted crime.

Financial Factor

Price can be defined as a type of payment where one party pays the other for their
services or transactions done. In real estate, the price is set bythe developers after
doing relevant research in the market. According to Shinde, Gawande (2018) the
price of residential properties is one of the factors to drive the demand of
investors. Lower price dwellings will encourage more prospective buyers to
purchase dwellings (Humphrey & Verdery, 2020). Fluctuation of the price of
these dwelling is also affected by a set of factors such as exterior and interior or
the dwell, location, facilities and many more (Rahadi et al., 2013).
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According to Paramesran (2013), the banking systems in Malaysia have
vied with one another to promote various types of loans that can be adjusted to
suit their preference and thus increasing the demand and eventually the price of
the houses. The financing sourcing from the housing sector is inclined by a
compound annual growth rate (CAGR) of 10.6% from the year 1997 to 2012. In
1997, there was a total of RM 20.5 billion loans and it has increased to RM 95.2
billion by 2012 which is four times the amount in 1997 (Zandi et al., 2015). Kam
et al. (2016) reported that the ability to widen the availability of these loans from
the financial institutions depends on the supply of new housing. However, in the
event when the government imposes stringent housing regulations, the demand
for houses will decline as people will be unable to take long-term loans to
purchase a house.

Interest rates are the cost of borrowing a loan or mortgage from a
financial institution (Fields, 2018). It is a vital factor to determine how much to
pay back with having a property or house. According to Chang et al. (2019), at
the time when interest rates decline, it is very tempting to purchase a house. This
is provided if the rates are reduced due to the weakened economic growth with
other factors remaining, the prices of the house would not incline. Pembina
Institute (2013) further supports that a low-interest rate for a mortgage would
drive the demand for houses but if the supply of new units does not keep up, the
price of the houses will eventually increase and would discourage people to
purchase a house.

Governmental Factor
Real Property Gain Tax (RPGT) is the type of payment or charge originating from
the disposal of the real properties and shares in those companies for real
properties located in Malaysia. It is computed based on the money that is to be
made by subtracting the disposal price and acquisition price (Geoffrey, 2014).
From the Ministry of Finance (MOF) Malaysia stated that the tax imposed is
based on the holding period of the property before selling it. The tax is associated
with other costs such as professional fees, stamp duty, etc. (Zainuddin, 2015)
Developer Interest Bearing Scheme (DIBS), whereby the interest rates
for the housing loan incurred during the construction phase will be absorbed by
the developers. The result of this scheme is that is not necessary for the purchasers
to cough out with other payment than the initial deposit during the period of
construction (Paramesran, 2013). Since purchasers are still required to pay for the
initial deposit, thus this is not a Build-Then-Sell (BTS) concept but a Sell-Then-
Build (STB) concept. The initial cost that is to be incurred by the purchaser could
be hefty as the cost comprises not only the down payment when the Sale and
Purchase Agreement (S&P) is signed but as well as other costs (REHDA, 2014).
The Malaysia Government has been implementing various housing
policies and housing programmes through various Malaysia Plans. The housing
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policies introduced by the Malaysian Government was to provide more attention
to the production and transportation of the houses through the participation of the
private sectors.

Subjective Norm Factor

Tonglet et al (2004) defined subjective norm as to how an individual would allow
or control the pressures put on him or her to do or not to do. Housing preferences
are determined by many other factors such as religion, social status and relation,
and many more (Jabareen, 2005). Social pressures such as influence from people
surrounding one’s everyday life, family members, friends, and acquaintance, or
sometimes agents will affect the property buyer’s perception on deciding what or
whether to buy or not (Kam et al. 2018). For example, the perception of an
individual may be affected by the persuasion from their family, or incentives
offered by the government and thus opt to purchase a certain type of house. One
of the most influential party is often to be one family members (Teoh, 2011).
Research in the United States shows that spouse and children carry the highest
influential level that will affect one’s purchase decision for a dwell (Livette,
2007). It was further elaborated that among these two parties, children carry a
high impact as adults would normally provide the best for their children.

Physical Design Factor

The physical design includes design, physical conditions, and the quality of the
property. Based on Hurtubia et al. (2010), the features of a house such as the
number of rooms and bathrooms would be considered first before deciding on
purchasing, this is especially in western countries. The size of the living and
dining hall, usable area of the house, and number of rooms are all considered
under design factors (Tan, 2012). The purpose of purchasing residential
properties affects the type of house to purchase. For example, purchasing a
property to live in and purchasing as an investment has a significant difference.
Speculators prefer buying smaller units in high-rise buildings as they tend to sell
better later on (Kohler, 2013). Other design factors such as good ventilation and
good lighting also contribute to the purchase decision of an individual (Sew &
Chin, 2000).

RESEARCH METHODOLOGY

A research framework is developed in this research study based on the objective
of this research study by having 5 factors and 28 items, as shown in Table 1
below.
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Table 1: Items of the Factors Affecting Purchasing Decision of Residential Properties
Factors Items

Environmental Factor E1) Existence of shopping malls and food courts
E2) Distance to workplace

E3) Availability of local amenities

E4) Existence of public transport

E5) Safety/crime rate

E6) Cleanliness of surroundings

E7) Status level of neighbors

E8) Noise level of surroundings

Financial Factor F1) Price of house

F2) Affordability

F3) Ease to take a loan from banks

F4) Time is taken to pay back the loan

F5) Interest rates of loans

Governmental Factor G1) Reinstatement of DIBS

G2) Implementation of RPGT

G3) Government housing schemes and policies
Subjective Norm Factor S1) Permit suggestions from others

S2) Influence from parents

S3) Influence from friends

S4) Influence from family members

S5) Influence from property agents

Physical Design Factor P1) Size of living room

P2) Size of bedroom

P3) Number of bedrooms and bathrooms

P4) Size of compound

P5) Size of kitchen and dining

P6) Interior and exterior layout and design of
house

P7) “Feng Shui” of the house

Research Technique

This method emphasizes the statistical, mathematical, and numerical types of
analysing the data compiled from various methods such as surveys and
questionnaires. It puts it main focus on collecting numbers for its data and using
it across different people to explain a particular occurrence (Babbie, 2010). A
self-administrated questionnaire was used for this research. There are two broad
categories of the format used in questionnaires which are the open ended or closed
questions (Neuman, 2010). However, in this questionnaire, only closed questions
were used to answer the objectives of this research. All questions were asked
based on scale-response questions which is the Likert Scale. The questionnaire
designed for this research study is divided into three sections where Section A is
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the demographic profile of the respondents and Section B is the factors affecting
the purchasing decision of residential properties among the respondents.

The research topic is to study the factors affecting the purchasing
decision of residential property among property buyers. Since property buyers
can be anyone of legal age and can purchase a property, thus the scope of this
research will be on people living in Klang Valley which is one of the most
urbanized places located in Malaysia. To have an equal and fair chance for every
respondent of the population, a simple random sampling method is used in the
study. Further from that, the snowball sampling method which is one of the non-
probability sampling methods is also used to enhance the respondents’ rate to get
the statistic normality of the respondents achieve for a more significant statistic
analysis output.

Method of Analysis

According to Zikmund et al. (2010), descriptive analysis is a method of
presenting the data in a method that describes the characteristics of a population
or sample. This type of analysis is commonly used to present the demographic
profile of the respondents. There are various ways to present the data, one of the
popular methods is by using the frequency charts either pie or bar. It is relatively
simple to understand the charts at a glance. Frequency can be defined as the total
number of respondents that answered for each category of choice. The frequency
can be converted into a percentage to suit the data collected.

The average index method is used to calculate the mean of an item by
multiplying the frequency by a weightage. This method of analysis is employed
to rank the factors that affect the purchasing decision based on the level of
importance that is measured using the Likert scale.

Logistic regression is used to test models to forecast the outcomes with
binary options. The dependent variable in the hypothesis is the purchasing
decision of residential property which is asked in the questionnaire as a binary
question “Have purchased” and “Have not purchased”. The independent variable
on the other hand could be either be categorical or continuous data (Pallant,
2002). The independent variables which are the factors in this research are
measured using Likert scales which are continuous.

DATA ANALYSIS

A total of 5,000 emails with the survey web link attached were sent out and a total
of 386 surveys were filled in through google form. However, as this research only
focus on respondents living in Klang Valley, the response was filtered and hence
only an usable survey of 348 number of response is used for this research.
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Average Index Ranking

Table 2 presents the mean or average index of five (5) factors that affect the
purchasing decision of residential properties in Klang Valley. It is notable that
from the table, the top 5 items that affect the purchasing decision of residential
properties are the items for financial and environmental factors. The maximum
score for each factor is five (5) with the selection of “Very Important” while the
minimum score is one (1) with the choice of “Not Important”.

Table 2: The average index of each factor and its ranking

Factors Affecting Purchase Decision of Residential Mean | Ranking
Properties
Fi I would consider the price of the house before 1 4.8145 1

purchase a residential property
I would consider the affordability of the residential 4.8024 2
F2 | property before I purchase it.

Es I would take into consideration the safety/crime rate 4.7581 3
of the area when I purchase a residential property
I would look at the distance to my workplace when I | 4.5605 4

E2 | purchase a residential property

I would consider the time taken to pay back the loan | 4.5000 5

F4 1 pefore I purchase a residential property

The price of a residential property is vital in determining whether or not
one should purchase the property. This result is supported by Shinde, Gawande
(2018), who mentioned that price is one of the main factors that drive the demand
of purchasers. In Malaysia, the price index for houses has been increasing. As
reported by BNM (2015), there is on 21 percent of residential properties have
been launched at a price below RM 250,000.00 while residential properties at a
price RM 500,000.00 are abundant in the market. This shows that the price of
residential properties has a great effect on the purchasing decision for buyers.

Hickman et al. (2017) also stated that residential properties with lower
prices will encourage more buyers to purchase residential properties as the
property is said to be more affordable. The surplus of residential property that is
not affordable tends to form part of the housing overhang problem in Malaysia.
Housing affordability in Malaysia has been an issue that concerns everyone
especially the Millennials who are people born in the early 1980s to 2000s.

The safety and crime rate of the surroundings is also an essential factor
that will affect the purchase decision of buyers. This finding matches the
statement made by Abdullah et al. (2020), who mentioned that household tends
to voluntarily incur additional expenses such as having security guards on shift
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for twenty-four (24) hours to guard the safety of the residents. This service can
be commonly found in gated communities.

Placing fourth is the distance of workplace that affects the purchasing
decision of the purchasers. Distance to work is one of the locational factors that
has the most significant influence onselecting the correct residential property.
This finding aligns with Karsten (2007) who reported that individuals who prefer
to spend the minimum time to travel to their workplace tend to purchase a
dwelling near their workplace. It is almost impossible to purchase a dwelling
without making any long-term loans from financial institutions. Thus, it is the
concern of many on the period that is needed to repay the loan to the financial
institutions. Different financial institutions offer different mortgage loans with
different repayment periods and interest rates (BLR) to suit the borrowers.

Logistic Regression

Table 3: Logistic Regression Results based on constructs

Variable | B-value | Wald | Significance
Dependent

Purchased a house (No/Yes)

Independent

1 Environmental Factors 1.128 8.042 0.005

2 Financial Factors 0.139 0.166 0.684

3 Governmental Factors -0.548 9.753 0.002

4 Subjective Norms Factors -0.512 6.172 0.013

5 Physical Design Factors 0.131 0.256 0.613

All items for each factor were computed into a construct to test against the
dependent variable. Based on Table 3, it is shown that only three (3) constructs
are proved to be statistically significant that has a p-value of less than 0.050. The
three constructs are an environmental factor, governmental factor, and subjective
norm factor. The coefficient or B-value of the predictor is 1.128 that indicates
that there is an existence of a positive relationship between the environmental
factor and the purchasing decision of residential properties. This can be
interpreted as for every increase in score for the importance of the environmental
factors, the likely hood that they have purchased a house increases by 1.128. This
finding aligns with Tobi, Fathi & Amaratunga, 2018, who state that the distance
and convenience to nearby amenities would greatly affect the purchasing decision
of dwellings. Thus, respondents that choose the distance to local amenities as
important when they are considering to purchase a house, would have purchased
a house. The hypothesis is accepted.

The overall model for the governmental factor has a p-value of
0.002<0.050 and a B-value of negative 0.548. It can be said that with a coefficient
predictor of -0.548, it indicates that there is a negative influence between
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governmental factors and purchasing decisions. Housing schemes and policies
introduced by the Government are mainly for the Generation Y who are currently
are facing homeownership issue as the prices of houses these days is very
unaffordable towards them. Thus, these schemes are important to aid them to
have their own dwelling (Zainun & Ismail, 2015). The hypothesis is accepted.

The subjective norm factor achieved a p-value of 0.013<0.050 and a B-
value of negative 0.512. It can be said that with a coefficient predictor of -0.512,
it indicates that there is a negative influence between subjective norm factors and
purchasing decisions. Teoh (2011) explained that parents are often one of the
most influencing parties when purchasing a product. This could be because
respondents who are affected by parents are individuals who still live with their
parents and are under their parents’ influence before making any decisions. The
hypothesis is rejected.

CONCLUSION
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Figure 1: The summary of the findings for the hypothesis.

From the Regression model summary, refer to Figure 1, it can be concluded that
three (3) of the hypotheses were accepted and only two (2) were rejected. Three
(3) were proven to be statistically significant, which are the environmental,
governmental, and subjective norm factors against the purchasing decision while
the other two (2) were proven to be not statistically significant. Environmental
factors such as distance of local amenities such as schools and hospitals, degree
of cleanliness of the neighborhood and the status level of their surroundings
influence their purchasing decision. Other than that, governmental factors such
as housing schemes implemented by the government affect the lower and middle-
income group as the schemes are mainly targeted towards these two groups of
income. Subjective Norm factor such as influence from parents also has a
significant influence towards the property buyers. Regardless of their age, people
still consider advice or comments from their parents before considering
purchasing a dwelling. Interestingly, the Financial factor does not play a role in
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affecting the purchaser in their decision on buying a house because according to
Shinde, Gawande (2018), the Financial factor has a lesser relationship in the
purchaser decision because since the mortgage’s loan to Value (LTV) Ratio is up
to 70% for a borrower. Where in another word, a borrower can easily get a loan,
which this phenomenon causes the logistic regression of the Financial factors
tend to be non-significant in the hypothesis testing. The findings from this
research are beneficial to developers that have the intention to construct dwellings
in the future. Developers can take into consideration all the significant factors
before deciding on the location for their future development. Governmental
bodies shall take note of the importance of the housing schemes towards the low
and middle-income group as it greatly affects their purchasing decision and aid
in promoting homeownership.
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