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The Overheating Housing Market
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Rich immigrants in Asia's financial

capitals generally have life pretty easy.
But this summer, those in Hong Kong and
The
problem? Sizzling real estate markets that

Tll{lk':

tional schools  packed

Singapore are starting to sweal.

and interna-
like the Tokyo

One-hedroom flats

even bankers blink,

subway at rush hour.

in Hong Kong's most  [ashionable

buildings now go for $5.000 per month.

Office rents in Singapore have shot up 105

percent in the past  year —the [fastest
appreciation  rate in the world.  For
workers with kids, the picture is part-

bleak.

international

icularly Incoming  students  at

,\'('1\(')()]5 now IJIII(I not iﬂ

classes but on long waiting lists—unless

their  parents jump the queue by

purchasing debentures that have sold for
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as much as $ 120,000 in Hong Kong.
Asia’s dueling [inancial hubs invest a
lot of capital--real and emotional—in
what's often cast as a zero sum contest {or
the affection of foreign companies. Yet
both cities have done so well wooing them
of late that the major threat facing each
isn't the other. but bottlenecks in the
foreign infrastructure common to both.
High-end housing costs are pushing past
records sct before the 19971998 Asian
financial crisis. prompting Singapore’s
founding father. Lee Kuan Yew. to
lament. “We must check this hike in rents
or we will lose our competitiveness. ™
Talent is getting tougher to find as
both economies near full employment.
Office rents are driving even the richest
investment banks to seek cheaper alternat-

And as

both cities increase their populations by

ives to prime downtown addresses.

luring hundreds of thousands of additional
outsiders over the coming decade. locals
are getting squeczed. “There may be a po
litical cost il Singaporeans [ecl priced out
by foreigners.”™ warns Charles Chong.
head of a parliamentary committee on nati-
onal development in Singapore.

Both cities arc. in a sense, victims of
their success. Each ranks among the most
efficient spots on the planet to register
new bhusinesses. They boast worldelass
banking. accounting and legal services,
undergirded by respect [or contracts and
sommercial codes not found in the rest of
Asia. In a region awash in cash [rom

record trade surpluses, Chinese expansion

-2_
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and a flood of new stock listings. the cities

have posted incredible GDP  growth

numbers— 6. 8 percent and 7. 9 percent for
Hong Kong and Singapore. respectively.
last year.

Given that local fertility rates are
falling. both hubs hope 10 continue 1o fuel
that boom via mmmigration. Singapore's
Minister for National Development Mah
Bow Tan expects the city state's popul-
ation to hit 6. 5 million by 2027, 2 million
up from today—which implies a yearly
influx of 100,000 foreigners over the next
twao decades. Hong Kong Chief Executive
Donald Tsang has said he envisions his
city’s population eventually surpassing 10
increase  from

million—a 30  percem

today’'s total—thanks 10 “an injection of

As the

hubs grow more receptive to outsiders.,

new bhlood from all nationalities”

new factors are ensuring that immigrants
arrive in large numbers. Whereas glob-
alization was once confined to big multina-
tionals. today’s expatriates work dispr-
oportionately for smaller and med-iumsize
companies, Nor are they predo-minantly
European or North  America  anymore:
China, India and South Korea are just
three of the many countrics now sending

professionals abroad.
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America’s Broken Immigration System 3
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On climbing {rames in the smarter
neighbourhoods of Los Angeles.  white
kids occasionally shout to each other in
Spanish. They learn their {irst words from
Mexican nannies who are often working
illegally, just like the maids who serub
floors and the gardeners who cut their
lawns, which helps to explain why [ixing

America’s broken immigration system is
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proving so difficult. Californians, no less
than the residents of other states, find
illegal immigration distasteful.  Yet they
depend on  immigrants  for even such
intimate tasks as bringing up their chil-
dren.

This week the Senate was trying
these contradictory

again to reconcile

impulses. It seemed close to the promise
of legalisation for the nation’s roughly
12m illegal. some 2. 5m of them in Calif-
ornia alone. But their cases will not be
considered until the border is deemed 10
have been made more secure and the
current stockpile of legal immigrants is
cleared—something that will take at least
eight years. Worse. [rom the immigrants’
point of view. they will probably have to
leave the country and then petition to
return. in what is known as “touchback”.

If it becomes law. the Senate bill will
transform America’s immigration system.
Following the lead of Canada. Australia,
New Zealand and Britain. America would
adopt a point system that will give priority
to the sort of voung. employable immi-
grants who are most likely to contribute 10
the economy. Family tes, essential in

deciding  immigration  claims  since  the
1960s, would become less important.
Immigrant  advocates  have  become
more militant. Last  year. huge, mostly
orderly crowds gathered on the streets of
l.os Angeles, Chicago and other cities 10
protest against a bill, passed by the House
of Representatives, that  would have

criminalised illegal immigrants. Many carr
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