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gentrifying neighbourhoods

B “Shophouses should be the standard for sustainable real estate. These conservation
properties are repurposed through major A&A works, after which quality tenants
such as co-living operators that better cater to contemporary market demands
are introduced. And through this process, neighbourhoods are revitalised.”

MARY SAIl, EXECUTIVE DIRECTOR, CAPITAL MARKETS

The shophouse market was quiet as
sales activity continued to slow in the
first half of 2024. On a half yearly basis,
sales volume in H1 2024 decreased
17.3% to S$354.0 million from S$428.2
million in H2 2023. Likewise, the sale of
40 units in H1 2024 compared to 53
units in H2 2023 represented a half
yearly decline of 24.5%. The average
unit price also decreased by 56.5% to
S$2,225 psf on land in H1 2024 from
S$5,116 psf on land in H2 2023. The
institutional sale of the leasehold The
Rail Mall for S$78.5 million (S$744 psf
on land) by Paragon REIT in June,
comprised a land area of 105,563 sf
(inclusive of carpark lots) that led to
the substantial decline in the average
unit price.

With the higher-for-longer interest
rates and ongoing geopolitical tensions,
shophouse buyers remained cautious,

stuck in wait-and-see mode, especially
in the aftermath of the money laundering
case that shook Singapore in the second
half of 2023. In addition, there were
also shophouse transactions taking
place in H1 2024 that went unreported,
without caveats being lodged, as these
transactions typically involved wealthy
buyers who preferred to be low-key.
Despite the slowdown in the
shophouse market, freehold shophouses
continued to dominate sales activity in
H1 2024. Of the 40 shophouse units
sold, there were 35 freehold units and
5 leasehold units, a half yearly decline
0f 18.6% and 50.0% respectively. As
such, the total sales transaction value
for freehold and leasehold shophouse
units sold in H1 2024 declined to S$252.2
million and S$101.8 million respectively.
However, the average unit price
increased 0.8% to S$5,431 psf on land

Exhibit 1: Sales Volume and Average Unit Prices of Shophouses
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Total Sales Value : S$354.0 million
No. of Units Sold : 40
Average Price : $$2,225 psf on land

H2 2023

Total Sales Value : S$428.2 million
No. of Units Sold : 53
Average Price  : $$5,116 psf on land

H12023

Total Sales Value : S$728.9 million
No. of Units Sold : 79
Average Price  : S$5,448 psf on land

from S$5,389 psf for freehold, but
decreased 76.7% to S$919 psf on land
from S$3,937 psf for leasehold (Exhibit 1)
when compared to H2 2023.

Nine shophouse deals in H12024
changed hands for S$10.0 million or
more, out of which five transacted for
more than S$15.0 million. In addition
to The Rail Mall, a unit located at
Pagoda Street in the Kreta Ayer
Conservation Area was sold for S$19.0
million in March (Exhibit 2). Since H2
2019, District 8 has consistently taken
the top spot with the highest number
of shophouse transactions, and in H1
2024 was the only district with more
than ten sales. A total of 18 units were
sold for a combined transaction value
of $$106.1 million. With the continued
gentrification of Little India developing
into a trendy tourist destination that
offers unique experiences, demand for
shophouses in the area is expected to
be supported.

In the first half of 2024, six shophouse
deals realised returns of over 100% with a
combined average holding period of 20
years. A shophouse at 34 Bussorah Street
topped the list, achieving the highest
return of 1,223.5% when sold in March,
was located within the Kampong Glam
Conservation Area (Exhibit 3). It was sold
for S$4.5 million in March after almost
21 years. Other significant transactions
with substantial returns included two
shophouse units located within the Little
India Conservation Area. A shophouse
unit at 135 Dunlop Street gained 650.0%
when it changed hands for S$5.3 million
in January after being held for 22 years,
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Exhibit 2: Top 5 Deals in H1 2024
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Source: URA Realis (based on data downloaded as at 31 July 2024), Knight Frank Research

while 46 Clive Street yielded a 425.5% return after being sold 14 years later for
S$$5.2 million in February.
Architect Carl Elefante coined the phrase, “The greenest building is the one
that is already built”. Rejuvenating old buildings to infuse them with new life
would avoid the carbon emissions released by the process of demolishing and
rebuilding. As conservation properties, shophouses cannot be demolished and
rebuilt. Shophouse units that are purchased can often be old and dilapidated,
with buyers having to carry out major addition and alteration (A&A) works to
retrofit and modernise the property. Many a contemporary shophouse buyer
would have to repurpose an aging property for current use that results in higher
value and returns, extending its economic life with better recurring income and
consequently higher valuations. The updated property can and often does attract
more upmarket tenants after A&A, such as co-living operators. The conservation
process has, in effect, made shophouses a model of sustainability in urbanised
Singapore where buildings are regularly razed to the ground for new builds.

Exhibit 3: Property Gains for Shophouses Transacted in H1 2024

DEVELOPMENT ADDRESS SALES PRICE DATE OF LAND AREA RETURN EST. NO.
NAME (S$ MIL) SALE SP OF YEARS
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Source: URA Realis (based on data downloaded as at 31 July 2024), Knight Frank Research

MARKET OUTLOOK
As the shophouse transaction market has become quiet despite underlying
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interest expressed in enquires from interested parties, price growth is expected to
slow down alongside market activity. A readjusted sales volume of around
S$$700.0 million to S$800.0 million is projected for the whole of 2024, lower than
the S$1.1 billion to S$1.2 billion forecast made at the end of 2023.

Notwithstanding the current muted shophouse scene amid elevated interest
rates, boutique developers will continue to scout for older shophouses with the intent
to refurbish these properties over the medium-term. Typically, ticket sizes of between
S$5 million to S$6 million per typical conserved shophouse fall within the reach of
such asset enhancers. By adding value to aged conservation properties in historical
neighbourhoods, better occupiers are introduced, income streams grow, and the
assets appreciate in value. Eventually, entire neighbourhoods are gentrified.
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Knight Frank LLP is the leading independent global property consultancy. Headquartered in London, Knight Frank has over 25,728 people, across 604 offices in 58 territories. The Group advises clients ranging from individual owners
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