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It's a good walk spoiled, in the eyes of Mark Twain and its detractors. But to golf-resort
property owners, golf is a good neighbourhood ensured, a good investment made, a good view
guaranteed. Alex Frew McMillan takes a closer look at golf properties in Asia.
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hether or not you like the game, a golf course is about the

most coddled, cosseted and pampered piece of green

grass you're likely to find. That sort of attention to detail

can translate to the management of a whole golf course
community. The sport still has a reputation for attracting the well off, too,
and the cachet attracts certain buyers.

Estimates vary, but property professionals say real estate that fronts
on a golf course commands a premium of between 15 per cent and
25 per cent over similar properties in the area, even within the same
development. So there are plenty of reasons for buyers to put pen to
paper and secure their own little fairway to heaven.

“I've lived on a golf course and it’s fabulous,” Patrick O’Neill, the CEO of
the Hong Kong-based property consulting company O’Neill Group, says.
“It’s wonderful, just a great amenity, beautiful, manicured, it's green,
it's nature.”
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But not all golf course properties are created equal, and there are a lot of
considerations to have in mind if you're thinking of buying a place in a golf
resort. The track record of developers bringing these kinds of properties to
market in Asia is also spotty, so what looks good in the brochure or on the
Web site doesn’t always translate into what ends up on the ground.

“I struggle with the whole ‘added value’ concept as most golfers don't
want to always play on the same course,” Claire Brown, who specialises
in selling Asian holiday homes and resort property with her Claire Brown
Realty, says. “A beach is of course a big pull, but | sense the market is a
bit fatigued by ‘yet another’ golf resort.”

It’s important to pick well, in other words — there are 32,000 golf courses
around the world, after all. The first step for most golf-course developers
is to sign on a signature name to design the golf course, a former pro
or celebrated designer who will often get paid US$1 million or more to
attach their name to the course.




“Big name golf course designers will add value in terms of the price —
having a Nick Faldo or Greg Norman has the same effect as having a
Gucci or Calvin Klein in the fashion industry,” lan Jackson, the director
of property marketing company Pinnacle Property Investment, says. “It
adds brand recognition, status and quality as big name designers will not
attach their names to courses of lower status. All combine to add value to
prices and also attractiveness to the investor.”

A big-name course is not always enough, though. The Scottish golfer
Colin Montgomerie signed on to design the course at The Cove, a huge
integrated resort that was planned for Krabi, Thailand, and that launched
in 2007. The concept and master plan were well-received, and the people
marketing the resort took deposits on around 15 properties. But the
development failed when the relatively inexperienced developer struggled
to line up the parcels of land necessary for the project. After stagnating
for some time, the project failed to get off the ground.

Blue Canyon Country Club in Phuket also had issues with land title for
property owners. “Sales and resales are stagnant due to the issues — but
there are in fact some quite nice properties with stunning course views,”
Charlie Filleul, a property agent who now works for the Malaiwana villa
development, says.

Still, Phuket is one of Asia’s top golf destinations, with eight or so top-level
courses. Both Blue Canyon, which has two courses, and Loch Palm Golf
Club have had “limited success” with their properties, according to John
Birt, the co-founder and managing director of Phuket Villas & Homes, who
marketed Blue Canyon when it first came to market.

Birt, an avid golfer himself, was living in Bangkok in the late 1980s and early
1990s when there was something of a golf boom. He believes only the
Summit Windmill Golf Club, Thana City Golf & Country Club and Lakewood
Country Club managed to make their property developments work.

“It was only the early ones which made a success of the residential
element, and most buyers were wealthy Thai speculators, probably
friends of the developer, who were all hoping to sell on at a profit,”
Birt says. “The likes of Alpine, Thai Country Club & Lakewood have
few if any houses built.”
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Rather surprisingly, most of the people who live in golf resorts don’t play golf at all. Only 15 per
cent to 45 per cent of the property owners play the sport, depending on the resort. The rest
are there for the views, the other amenities, and perhaps the sense of exclusivity.

There are plenty of bonuses to being next to a golf course, even if you don’t use it. “It is a
beautiful place to look at, and it decreases the volume in the area,” O’Neill says. “If you took
a piece of land and instead of building high density attached product, you built a beautiful
green park in the middle, you have definitely created value. And that’s similar to what a golf
course does.”

O’Neill’'s company has worked on several golf-resort properties, advising the developer on the
project’s master plan. The golf course is generally the centerpiece for a whole community,
but the entire project is much bigger than just the course, with shops, restaurants, and other
sports facilities such as tennis courts, spas and gyms, all revolving around the golf.

The developer will typically spin off the golf course and the management of the other facilities
into a separate company. Because the upkeep of a golf course is so expensive, with plenty of
work needed on the greens, to keep the bunkers swept, to tend to the fairways and so on, the
company needs to offset those expenses by making money on the other operations.

It’s another misconception that golf courses are huge money spinners. “They are money losers
in and of themselves,” O’Neill says. “When you're looking at a golf course development, with
the exception of private golf courses, most golf courses operate in a cash deficit.”

“The value is in the real estate,” O’'Neill adds. “The purpose of building a golf course is to
sell the real estate around it.”

The one exception to the rule that golf courses lose money is the private club. Private clubs are
free to set their memberships as high as they want. At the Gapyeong Benest Golf Club outside
Seoul, South Korea, there’s a Nicklaus Design course, and O’Neill says the membership fee
starts at more than US$1 million.

Birt says the only “real” golf club — rather than a golf business — in Thailand is the Royal
Bangkok Sports Club. The club is run by the members, for the members, and it costs
around 2 million baht, or US$60,000, to join. “All the other courses are businesses in which
‘members’ have no say,” in the management, Birt notes.

Some courses are simply owned as trophy properties, much as Pebble Beach was famously
bought by Japanese investors in the 1980s. At the Santiburi Golf & Country Club on Koh
Samui, Thailand, the course is owned by the family that runs Boon Rawd Brewery, which
makes Singha Beer. It's the only 18-hole golf course on the island, but it has no attached
real estate, and no memberships, charging only a hefty green fee. Observers say the owners
are probably breaking even but wouldn’t have seen anything back on their purchase.

At Kuki'o, a residential development and golf and beach club in Hawaii, only golf club
members and guests are allowed to play the courses, a full 18-hole course and a short
10-hole course, the only ones in the world designed by Tom Fazio. Buying a property in Kuki'o
gives you automatic membership in the club. But it doesn’t come cheap — the minimum
home price is around US$10 million.
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Banyan Tree Double Pool Villa, Phuket
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Private courses can set their joining fees and annual dues to offset
any expenses they need to cover. But most courses, even at golf
resorts, are semi-private, meaning members of the public can play
them for a fee. Golf-course members simply get easier access to tee
times and a special rate for a round. With much lower membership
fees than private clubs, they generally have to offset the course
costs through the resort’s other operations.

That can pose problems if the course is not well run. “Without strong
after-sales management and good accounting, engineering and hard-
service maintenance, properties in tropical locations can deteriorate
at a fast pace,” Dexter Norville, the head of estate management in
Thailand for Jones Lang LaSalle Management, says.

JLL manages the properties at Blue Canyon and the Banyan Golf
Estate at Hua Hin, which is somewhat unusual for a golf-resort
development in that the properties don’t abut the course. But
they’ve sold relatively well to overseas buyers, on a leasehold basis.

Norville believes the global financial crisis has created a good
opportunity to look at Asian golf resorts. Prices at many golf-resort
development properties are down as much as 20 per cent over the
past two to three years due to the economic crisis, he says, and
prices will start to recover as local economies around Asia do.

“For new properties, they may have seen slow sales rates, but again
there are signs that the interests and bookings are beginning to pick
up,” Norville says. Since Asia is recovering faster than other parts of
the world, “if a developer follows the fundamentals of providing good
quality homes with strong management of the common areas then
these properties should generate interest and sales.”
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