
 
 
 
 
 
 

 

1ST TIME BUYER DEMAND REMAINS STRONG 

The 4th Quarter 2014 FNB Estate Agent Survey once 
again returned a strong estimate of 1st time buying 
levels, suggesting that confidence in the residential 
property market still trumps any possible looming 
affordability issues….or does it?. 
According to the sample of agents surveyed, 1st time 
buyers were estimated to be 27% of total home buyers. 
This is slightly higher than the previous quarter’s  
26%, and means that for 2014 as a whole this 
percentage reached 26.5%, well higher than 22.5% 
estimated for 2013. 

 
This elevated 2014 percentage would perhaps suggest 
that 1st time buyers are not overly concerned with a 
slight deterioration in residential affordability in 2014. 
Both of our affordability measures, namely, the 
Average House Price/Average Labour Remuneration 
Ratio as well as the 100% Installment on an Average 
Home Loan/Average Labour Remuneration Ratio, 
started to rise in 2014 after prior years of decline, the 
net result of house price inflation exceeding wage 
growth in 2014, and of course the minor interest rate 
hikes last year. 

However, to make such assertions to the effect that 
affordability is not yet a concern, one needs to also 
examine whether 1st time buyers aren’t perhaps 
reducing their aspirations, and buying “:down”. Once 
again we haven’t seen such signs yet. We have utilized 

mortgage originator Ooba’s data regarding the 
average price of homes bought by households 
acquiring financial through Ooba. Calculating an 
annual average house price we see that on overall 
applications, the average house price inflation rate in 
2014 was 5.9%. By comparison, however, the average 
estimated house price purchased by 1st time buyers 
inflated by 7.5%, above the overall average and 
significantly higher than the 5.2% inflation rate in 
2013. 

 
Read together, the 1st time buyers average price 
inflation rate and the estimated percentage of 1st time 
buyers in the market would indeed suggest that 1st time 
buyers are a confident group, and see the current time 
as “the time to buy”. 

However, not all are driven by confidence. A portion 
are driven by fear, and it is probably important that 
fear does not trump confidence. Fear, or “Buyer 
Panic” refers to a state of mind where aspirant 1st 
residential market entrants begin to fear that if they 
don’t buy a home quickly, the price levels will rise to 
levels where property becomes unaffordable for them. 
Ironically, when such panic sets in, and causes a 1st 
time buying frenzy, it can contribute strongly to an 
affordability deterioration in property as prices get 
chased up by the strong demand. 
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PROPERTY BAROMETER – 1ST TIME BUYING 
FNB Estate Agent Survey suggests that confidence still trumped affordability 
issues....AND FEAR...in 2014. 
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We have only started the question regarding buyer 
panic in our Estate Agent Survey recently, so we don’t 
have a long enough history to analyse. However, in the 
5 quarterly surveys that the question has run, the 
agents surveyed consistently perceive a significant 
percentage of 1st time buyers that are driven by “panic 
or fear of price inflation”. 

The 4th quarter survey estimate stood at 35% of total 1st 
time buyers, unchanged from the previous quarter but 
slightly elevated from earlier quarters. 

 
So, while confidence would appear to be the key driver, 
approximately one third of 1st time buyers are 
perceived to be driven more by “fear”. 

This combination of emotions makes for strong levels 
of 1st time buying currently.  

Confidence, but not over-confidence, is the desirable 
driver of residential demand. Fear, or “Buyer Panic” 
is the less healthy driver, and if this emotion becomes 
too extreme, can lead to widespread bad home buying 
decisions and market “overshoots”. 

With the interest rate outlook for 2015 looking highly 
positive from an aspirant home buyers point of view, it 
is conceivable that residential demand can strengthen 
further, and so too house price inflation as well. 

Important, though, will be that home buying happens 
for the “right reasons”, and that buyer panic doesn’t 
begin to trump healthy confidence. 

Finally, a further indication that residential 
affordability does not yet appear to have become a 
constraint, emanates from another survey question 
regarding the percentage of total buyers that are 
single, versus those buying as couples. In times of 
relative in-affordability, one expects to see the couples 
buyers becoming a bigger percentage, as they can pool 
their incomes to buy property, and thereby address the 
affordability problem better than single buyers.  

Therefore, in 2010, the percentage of buyers estimated 
to be couples peaked at 85% of total buying. Since 
then, in lagged response to sharp interest rate cuts 
from 2009, the couples percentage has declined each 
year to 80.5% in 2014, translating into a rise in the 
single buyer percentage from 15% in 2010 to 19% by 
2013, and further to 19.5% in 2014.  

 
In short, while we have pointed to the early signs of 
residential affordability deterioration in 2014, as yet 
we have not seen a noticeable dampening impact on 
demand when examining 1st time buyer behavior. 
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