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PROPERTY BAROMETER  
Rand Area Residential Market  

“Superior economy = superior housing market 
performance” - Focus on the Namibian region of the 
Common Monetary Area’s (CMA) residential market. 

SUMMARY  
The massive property price boom that all major South African regions 
experienced prior to the 2008 slump was indeed “replicated” in Namibia, 
with its year-on-year house price growth also peaking at above 30% for a 
short time in 2004, and a significant price growth slowdown towards 2009. 

Like the South African regions, the Namibian residential market’s price 
growth showed a post-2009 recovery. It has been in this post-2009 recovery 
period where we have periodically heard commentators expressing fears of a 
housing market “bubble” in Namibia. Such fears have been fuelled by a 
significantly stronger house price growth recovery in that region than in any 
other major Rand Area region. 

The post-2008 market strength in Namibia means that, since the beginning of 
2001 the average house price growth in that country has been a massive 
496.7% up until the 1st quarter of 2015. This dwarfs anything in South 
Africa’s major regions, which are all nearer to 300% or lower, when 
measured according to the FNB set of house price indices. 

It will always be difficult to ascertain the levels of speculative activity in a 
residential market or the level of “buyer panic”, 2 phenomena which can 
lead to market “overshoots”. But it is important not to draw “bubble” 
conclusions based on what appears to be strong house price inflation.  

There are also sound economic reasons for Namibia’s superior house price 
growth performance since 2009. The country has experienced economic 
growth well in excess of South Africa’s over this post-boom period, and that 
should have led to far stronger primary residential demand growth compared 
to South Africa even in the absence of any speculation or buyer panic, and 
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without key affordability or indebtedness ratios necessarily getting totally “out of hand” 

It is also possible, given house price inflation having periodically been well-above the interest rate percentage in 
Namibia, that there was speculative activity and buyer panic in excess of the weaker South African market.  

However, in 2014, the start of interest rate hiking in the Rand Area, and a return to borrowing rates in excess of 
house price growth in that country, suggests that its residential market is not currently a “speculator’s paradise”. 

It appears likely that a period of broadly slower house price growth has arrived for Namibia. 

We saw average Namibian house price growth 
slow to 8.2% in 2014, down from 15.5% in 2013 
and the lowest annual average growth since 
2009. 

In recent times, Namibia has shown recent signs 
that its economic growth has become a little 
more constrained, which would suggest that its 
housing market demand and price growth should 
probably move into a lower range compared 
with prior years. 

While the country’s GDP growth in 2014 
remained healthy at 4.5%, it has gradually 
tapered from a 6% high in 2010, more or less 
timed with a broad growth tapering in a 
struggling South Africa. 

South Africa, Namibia’s major trading partner and thus a key influence on its economic growth direction, lacks 
positive structural changes to its economy, and this may have become a mild drag on the Namibian economy.  

In addition, being part of the Rand Area, Namibia has been obliged to start raising interest rates along with South 
Africa since early last year. While its CPI inflation rate is currently very low, largely due to a massive drop in oil 
prices late last year, the effects of that drop look set to subside in the coming months and the inflation rates are 
expected to rise as a result. This in turn is expected to lead to the resumption of interest rate hiking late in 2015. 

Already in 2014, the small interest rate hikes may have just taken some heat out of the market, especially should 
there have been any speculative activity at the time. 

Interest rate hiking would seem appropriate in both countries in order to address key macroeconomic imbalances 
that have been building, imbalances which increase vulnerability to currency and interest rate shocks.  

South Africa has had a chronic savings shortage with which to fund its Gross Domestic Investment since around 
2003/4, translating into a wide current account deficit on the balance of payments, and requiring large foreign 
capital inflows to finance the shortfall. 

More recently, since 2009 Namibia has worked up a sizeable deficit too, to the tune of 6.6% of GDP. At some stage 
the central banks need to address this situation where both countries are living and consuming beyond their means, 
and whilst they address this it can be a situation that is mildly negative for economic growth.  

Noticeable has been Namibia’s Real Household Consumption expenditure well exceeding Real Economic Growth 
in recent years. Since 2000, Real Consumption Expenditure had risen by 159.82% by 2013. Over this period, Real 
GDP growth had risen by a lesser 84.23%. 

It would thus appear that Namibia’s residential market has run into some growth constraints, due to mildly more 
significant economic growth constraints in recent times along with the start of interest rate hiking. Although still a 
very healthy situation, this arguably explains a slower average house price growth rate in 2014, as well as 
Household and Mortgage Credit growth rates having begun to slow from double-digit highs reached in the 1st half 
of 2014.  

But slower house price and credit growth is probably a healthy development after the country’s market has “run so 
hard for so long”.  
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NAMIBIA HAS RUN THE HARDEST OF ALL THE RAND AREA RESIDENTIAL MARKETS IN RECENT 
YEARS  

Being in the same currency area as the major South African residential markets, which also implies having a very 
similar interest rate cycle, and with South Africa being Namibia’s biggest trading partner, one would expect 
similar residential cycle trends in Namibia as what one finds in South Africa. For much of the past decade-and-a-
half, since we started to measure house price trends in the major regions of the Common Monetary Area (CMA or 
“Rand Area”), this theory has more-or-less held true. 

The massive property price boom that all major South African regions experienced prior to the 2008 slump was 
indeed “replicated” in Namibia, with its year-on-year house price growth also peaking at above 30% for a short 
time in 2004, and a very significant price growth slowdown towards 2009. 

Like the South African regions, the Namibian 
residential market’s price growth showed a 
post-2009 recovery. It was in this post-2009 
recovery period where we have periodically 
heard commentators expressing fears of a 
housing market “bubble” in Namibia. Such 
fears have been fuelled by a significantly 
stronger house price growth recovery in that 
region than in any other major Rand Area 
region, although still not as extreme as the pre-
2008 boom years. 

Even in the most recent update of our regional 
house price indices, we have estimated 
Namibian House Price Inflation at 10.1% for 
the 1st quarter of 2015, outpacing the Western 
Cape’s 9.2%, a region which itself has had a 
fairly strong residential market in recent years.  

While 10.1% is hardly boom time pace, our 
Namibian House Price Index has experienced 
some very significant house price growth 
“highs” in the post-2008 period, including 
17.4% in the 2nd quarter of 2011 and 18.2% in 
the 2nd quarter of 2013. 

The post-2008 market strength in Namibia 
means that, since the beginning of 2001 the 
average house price growth in that country has 
been a massive 496.7% up until the 1st quarter 
of 2015. This dwarfs anything in South Africa’s 
major regions, which are all nearer to 300% or 

lower, when measured according to the FNB set of house price indices. 

KEY REASONS FOR NAMIBIA’S SUPERIOR HOUSE PRICE GROWTH IN THE RAND AREA SINCE 
2009 

Given the far stronger house price growth in Namibia than has been the case in any South African region since 
around 2009, a key question is whether “bubble fears” in Namibia been justified? The answer to this question is 
always vigorously debated in every country where it gets asked, and it would appear that no-one ever seems to 
come to a conclusive answer. 

Perhaps, however, the fears may have been somewhat overdone. We say this because there are perhaps 3 key 
reasons as to why Namibia should have had faster house price growth since the end of the Global Financial 
“Crisis”, even without speculative behavior.  
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Firstly, it would seem that the Namibian market 
didn’t get quite as “over-exuberant” as the 
South African market back in the pre-2008 
boom years.  

In South Africa, annual house price inflation, 
adjusted to real terms using CPI (Consumer 
Price Index) inflation, peaked at a massive 
30.5% in 2004. By comparison, Namibia’s 
average annual real house price growth peaked 
in the same year at a lesser 24%. Mortgage 
lending never seemed quite as aggressive in 
those boom years in Namibia, compared to 
South Africa, and the bad debt troubles that 
emerged after the boom seemed less severe in 
Namibia. 

The net result is that there was arguably less reason for lenders to tighten up on mortgage credit criteria in 
Namibia quite as severely as they did in South Africa, as there was less of a post-boom bad debt problem there 
compared with South Africa. This may have supported house price growth more in the post-boom years compared 
with South Africa. 

But this still doesn’t explain the fact that our 
estimates of cumulative house price growth in 
Namibia from before the big price boom to the 
present has been far more than any major 
region in South Africa.  

The second “explanatory event” has had to do 
with the Namibian economy, whose growth 
since the 2010 economic recovery has far 
exceeded that of South Africa. Whereas a 
massive interest rate cutting exercise by the 2 
countries’ central banks from 2009, and 
supported by unprecedented fiscal and 
monetary stimulus across the world, took South 
African growth to a post-crisis peak of 3.2% by 
2011, Namibian real GDP (Gross Domestic 

Product) growth peaked at 6% in 2010. 

Since 2010, Annual Namibian GDP growth has 
gradually tapered, tracking South Africa slower 
as one would expect given that the 2 countries 
have the same currency, virtually the same 
interest rate cycle and with South Africa being 
Namibia’s biggest trading partner. 

However, Namibia appears to be making more 
in the way of positive structural change to its 
economy, so while it broadly tracks the growth 
direction of South Africa, it has done so at a 
significantly higher level, having slowed to a 
still-solid 4.5% by 2014 compared to SA’s 
meager 1.5%. 

Namibia consistently runs a higher level of 
Fixed Investment relative to its GDP size than 
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does South Africa, and it would appear that the benefits of higher levels of capital expenditure in Namibia have 
been bearing fruit in terms of producing superior GDP growth. 

The result of stronger Namibian growth must surely have been stronger Household Sector Disposable Income 
growth. While there currently appears to be a lack of such up to date disposable income data, when we use 
Nominal Per Capita GDP as a “proxy” for the income growth trend, we see that Namibia’s annual per capita 
GDP has grown 334.3% since the 2000 level, while South Africa’s Nominal Per Capita GDP has grown by a 
significantly lesser 227%. 

The superior Namibian economic growth rate over the past decade-and-a-half must therefore explain at least a 
part of Namibia’s superior house price growth, driven by more rapid housing demand growth excluding any 
possible “speculative” demand. 

A 3rd potential driver of Namibia’s superior house price growth is that many Namibian property industry players 
point to the slow pace of land being made available for residential development, causing a housing shortage. But 
these things are always relative to demand levels, and primary residential (non-speculative) demand growth must 
surely have been significantly stronger in Namibia than in South Africa in recent years, given its strong economic 
growth. Therefore, while it is difficult to say whether land supply growth is faster in South Africa or not, even if it 
had grown at exactly the same pace as in South Africa, Namibia’s demand growth would probably have 
outstripped supply growth by a greater margin, creating a more acute residential supply shortage. In Namibia, 
there exists a need for growth in supply of new residential stock to be significantly more rapid than in South Africa, 
given the likelihood that even primary “non-speculative” demand has probably grown faster. 

NAMIBIA’S AFFORDABILITY HAS THUS DETERIORATED RELATIVE TO SOUTH AFRICA POST-2009 

The more acute shortage of supply relative to demand in Namibia is reflected in 2 measures of residential 
affordability, namely Real House Prices (house prices adjusted for CPI inflation), and the Average Price/Nominal 
Per Capita GDP Ratio (which we use as a proxy for the household disposable income trend). Since 2008, in South 
Africa, both Real House Prices and the House Price/Per Capita GDP ratio have declined. Not so for Namibia, 
which has seen Real (CPI adjusted) prices climbing further to well-above real South African average house price 
levels. The gap between Namibia’s and South Africa’s House Price/Per Capita GDP, too, has widened noticeably 
since 2009, although this Namibian ratio has started to decline since a peak reached in 2011. 

 

In short, it would be incorrect to conclude that higher levels of speculative activity in Namibia, relative to South 
Africa, and the existence of a “speculative bubble” explain Namibia’s more significant house price growth since 
2009. The reality is that, even if both markets were purely non-speculative and “rational” in nature since then, 
Namibia’s primary residential demand should have growth at a more rapid rate than South Africa’s in a 
superior economic growth environment. And with widespread noises of a slow pace of land availability growth 
in Namibia, this would imply superior house price growth.  
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HAS SPECULATIVE ACIVITY ADDED TO NAMIBIA’S HOUSE PRICE GROWTH? 
However, the above arguments don’t rule out 
the possibility of periodic bouts of speculative 
behavior as well on top of strong growth in 
“genuine” residential demand.  

While it is tough to measure the level of 
speculative or behavior, we do use one indicator 
to give us a hint of whether a residential market 
possesses the right conditions for significant 
levels of speculation.  

To this end we calculate our “Alternative Real 
Lending Rate” adjusting lending rates to real 
terms by using house price inflation instead of 
CPI inflation. 

The theory is that, when house price inflation is 
noticeably above the interest rate percentage, it becomes easier to profit through borrowing money to buy and sell 
houses for short term capital growth. Therefore, when the Alternative Real Interest Rate turns negative, speculative 
conditions are seen to improve.  

Both Namibia and South Africa’s speculative heyday were probably back in 2004/5, where the Real Alternative 
rates of both countries dipped sharply to between -15% and -20% due to rampant house price growth. 

It must be said that Namibia’s Real Alternative Rates have moved negative in more recent years to near -5% in 
both 2011 and 2013, whereas South Africa’s has stayed consistently positive since 2007. Therefore, while these 
more recent negative real rates were less significant than back in 2004/5, Namibia’s market may have possessed 
better conditions for speculative activity than South Africa post-2009. 

But while there may have been more speculative activity in Namibia in recent years, one would think that this 
would have been minimal over the past year or so. We say this due to the start of interest rate hiking last year, 
which can often serve as a powerful signal with which to scare speculators off, and with our Real Alternative 
Landing Rate for Namibia returning to “more healthy” positive territory. 

AND WHAT ABOUT “BUYER PANIC”? 

Buyer Panic is another phenomenon that can cause market “overshoots”. This term refers to aspirant 1st time 
buyers who begin to fear that if they don’t buy now they won’t be able to afford a home in future due to the rate of 
house price inflation. Needless to say, as a rule of thumb, the faster the house price growth the higher the level of 
buyer panic one would think. While we have never attempted to measure the level of buyer panic in Namibia, this 
country could possibly have had more of it since 2009 due to the noticeably faster rate of house price inflation than 
in SA. 
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WHAT IS ENCOURAGING IS THAT NAMIBIA’S HOUSEHOLD INDEBTEDNESS LEVELS MAY NOT BE 
“TOTALLY OUT OF HAND”. 

Certain commentators, including the Namibian authorities, have been concerned in recent years by the strong pace 
of Namibia’s Household Sector Credit growth. Once again, when comparing it with South Africa’s pedestrian pace 
of 3.3% year-on-year as at February, Namibia’s 12.1% rate of increase in total Household Sector Credit appears 
alarmingly extreme. This strength is in part due to strong mortgage loan growth (11.1% year-on-year in 
February), but also due to strong consumer-related credit growth.  

 

Yet again, however, it is necessary to put this in context, and against a backdrop of far stronger economic growth, 
stronger household credit growth in Namibia is justified to a certain extent. 

In the absence of up to date disposable income 
data, we express Household Sector debt as a 
percentage of Nominal GDP in order to get an 
indication of household sector indebtedness 
trends at least. 

Encouragingly, in the Namibian case we see a 
gradual decline in this Debt-to-GDP ratio from 
2006’s 33.4% to 28.5% by 2014, while South 
Africa’s ratio only began to decline from 2009, 
peaking at 42.4% in 2008 and declining to 
37.2% by 2014. 

Important to note is that one should not be 
fooled by Namibia’s indebtedness-to-GDP  
percentage being lower than South Africa’s 
throughout. Namibia is a lower per capita 

GDP/Income country than South Africa. Its appropriate ratio would therefore be lower, because lower income 
households have to spend a greater portion of their income on essential items, and thus have a smaller portion 
of income available for debt servicing. 

But the important thing here is that, provided that the nominal GDP trends of recent years more or less reflect 
those of household income, the level of household indebtedness in Namibia relative to income may not 
necessarily have been rising all the time that house prices were growing strongly.  
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BUT WE MUSTN’T BE FOOLED BY THE HUGE CONTRIBUTION OF ABNORMALLY LOW INTEREST 
RATES IN “TEMPORARILY” CONTAINING RESIDENTIAL/DEBT SERVIC AFFORDABILITY 

Like South Africa, from 2009 Namibia saw a noticeable reduction in the 2nd important residential affordability 
ratio, namely the Instalment Value on a new bond on the average priced house/Per Capita GDP ratio, from a 3.25 
peak in 2007 to 2.49 by 2014. Like South Africa, therefore, Namibian residential affordability for those that utilize 
mortgage credit has improved noticeably since 2009, although higher house price inflation in Namibia has meant 
less of an improvement than in South Africa. 

The extreme magnitude of Central Bank interest rate cutting around 2009/10 was thus key in both countries in 
improving this 2nd measure of residential affordability. The interest rate cuts also, importantly, lowered debt 
servicing costs, with Namibia’s Household Debt-Servicing Cost/GDP Ratio from a 2008 high of 4.8% to 3% in 
2014. 

It is important to acknowledge the impact in recent years of this abnormal monetary stimulus, because with rand 
Area central banks looking to “normalize” interest rate upward, this key source of support for the regions’ 
residential markets may not be around for too much longer. 

 

CONCLUSION – BUBBLE OR NO BUBBLE, NAMIBIA’S, AND INDEED THE RAND AREA’S, MARKET 
MAY HAVE RUN INTO SOME GROWTH CONSTRAINTS 
It will always be difficult to ascertain the levels of speculative activity in a residential market or the level of “buyer 
panic”, 2 phenomena which can lead to market “overshoots” 

Namibia’s residential property market has arguably been the strongest of the major regions of the Common 
Monetary (Rand) Area since the end of the Financial Crisis in 2009, but there are also sound economic reasons for 
this. The country has experienced economic growth well in excess of South Africa’s over this post-boom period, 
and that should have led to far stronger primary residential demand growth compared to South Africa even in the 
absence of any speculation or buyer panic, and without key affordability or indebtedness ratios necessarily getting 
totally “out of hand” 

It is possible, given house price inflation having periodically been well-above the interest rate percentage in 
Namibia, that there was speculative activity and buyer panic in excess of the weaker South African market. 
However, in 2014, the start of interest rate hiking, and a return to borrowing rates in excess of house price growth 
in that country, suggests that its residential market is not currently a “speculator’s paradise”. 
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It appears likely that a period of broadly slower 
house price growth has arrived for Namibia, 
and we believe that this would be a healthy 
development. 

Using an average house price index measure in 
order to obtain a house price index fairly 
comparable with the major South African 
regions, we saw average Namibian house price 
growth slow to 8.2% in 2014, down from 15.5% 
in 2013 and the lowest annual average growth 
since 2009. 

In recent times, Namibia has shown recent signs 
that its economic growth has become a little 
more constrained, which would suggest that its 
housing market demand and price growth 
should probably move into a lower range 
compared with prior years. 

While the country’s GDP growth in 2014 
remained healthy at 4.5%, it has gradually 
tapered from a 6% high in 2010, more or less 
timed with a broad growth tapering in a 
struggling South African economy. 

South Africa, Namibia’s major trading partner 
and thus a key influence on its economic growth 
direction, lacks positive structural changes to its 
economy, and this may have become a mild drag 
on the Namibian economy.  

In addition, being part of the rand Area, 
Namibia has been obliged to start raising 
interest rates along with South Africa since 
early last year. While its CPI inflation rate is 
currently very low, largely due to a massive 
drop in oil prices late last year, the effects of 
that drop look set to subside in the coming 
months and the inflation rates are expected to 
rise as a result. This in turn is expected to lead 
to the resumption of interest rate hiking late in 
2015. 

Already in 2014, the small interest rate hikes 
may have just taken some heat out of the market, 
especially should there have been any 
speculative activity at the time. 
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Interest rate hiking would seem appropriate in 
both countries in order to address key 
macroeconomic imbalances that have been 
building, imbalances which increase 
vulnerability to currency and interest rate 
shocks.  

South Africa has had a chronic savings shortage 
with which to fund its Gross Domestic 
Investment since around 2003/4, translating into 
a wide current account deficit on the balance of 
payments, and requiring large foreign capital 
inflows to finance the shortfall. 

More recently, since 2009 Namibia has worked 
up a sizeable deficit too, to the tune of 6.6% of 
GDP. At some stage the central banks need to 
address this situation where both countries are 
living and consuming beyond their means, and 
whilst they address this it can be a situation that 
is mildly negative for economic growth.  

Noticeable has been Namibia’s Real Household 
Consumption expenditure well exceeding Real 
Economic Growth in recent years. Since 2000, 
Real Consumption Expenditure had risen by 
159.82% by 2013. Over this period, Real GDP 
growth had risen by a lesser 84.23%. 

 

 

 

It would therefore appear that Namibia’s residential market has run into some growth constraints, due to mildly 
more significant economic growth constraints in recent times, along with the start of mild interest rate hiking. 
Although still a very healthy situation, this arguably explains a slower average house price growth rate in 2014, 
as well as Household and Mortgage Credit growth rates having begun to slow from double-digit highs reached 
in the 1st half of 2014.  

But slower house price and credit growth is probably a healthy development after the country’s market has “run 
so hard for so long”.  
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ADDENDUM – NOTES ON KEY RAND AREA INDICES: 
Note on The FNB Namibia Average House Price Index: Whereas the FNB South Africa House Price Index is 
compiled from a number of sub-indices that have their weights fixed over time, the Namibian version is a 
simple un-weighted average of the home valuations in each period. While the fixed weight South African 
version is more desirable in order to reduce the impact of shifts in transaction activity across prices and 
segment bands, the Namibian transaction sample size is too small to allow for segmentation on the South 
African level. Nevertheless, given FNB Namibia’s leading market share, we believe that the average house 
price series gives a good indication of that country’s house price trends.    
Note on The FNB South Average House Price Index: Although also working on the average price principle 
(as opposed to median or repeat sales), the FNB House Price Index differs from a simple average house price 
index in that it could probably be termed a “fixed weight” average house price index. 
One of the practical problems we have found with house price indices is that relative short term activity shifts 
up and down the price ladder can lead to an average or median price index rising or declining where there 
was not necessarily “genuine” capital growth on homes. For example, if “suburban segment volumes remain 
unchanged from one month to the next, but former Black Township (the cheapest areas on average) 
transaction volumes hypothetically double, the overall national average price could conceivably decline due 
to this relative activity shift. 
This challenge of activity shifts between segments is faced by all constructors of house price indices. In an 
attempt to reduce this effect, we decided to fix the weightings of the FNB House Price Index’s sub-segments in 
the overall national index. This, at best, can only be a partial solution, as activity shifts can still take place 
between smaller segments within the sub-segments. However, it does improve the situation. 
With our 2013 re-weighting exercise, we have begun to segment not only according to room number, but also 
to segment according to building size within the normal segments by room number, in order to further reduce 
the impact of activity shifts on average price estimates. 
 
The FNB House Price Index’s main segments are now as follows: 
• The weightings of the sub-segments are determined by their relative transaction volumes over the past 5 
years, and will now change very slowly over time by applying a 5-year moving average to each new price data 
point. The sub-segments are:  
- Sectional Title: 

 Less than 2 bedroom – Large 
 Less than 2 bedroom – Medium 
 Less than 2 bedroom – Small 

 
 2 Bedroom – Large 
 2 bedroom – Medium 
 2 bedroom – Small 

 
 3 Bedroom and More - Large 
 3 Bedroom and More - Medium 
 3 Bedroom and More - Small 

 
- Full Title: 

 2 Bedrooms and Less - Large 
 2 Bedrooms and Less - Medium 
 2 Bedrooms and Less - Small 

 
 3 Bedroom - Large 
 3 Bedroom - Medium 
 3 Bedroom - Small 

 



 4 Bedrooms and More - Large 
 4 Bedrooms and More - Medium 
 4 Bedrooms and More – Small 

 
The size cut-offs for “small”, medium” and “large” differ per room number sub-segment. “Large” would 
refer to the largest one-third of homes within a particular room number segment over the past 5 year period, 
“Medium” to the middle one-third, and “Small” to the smallest one-third of homes within that segment.    
• The Index is constructed using transaction price data from homes financed by FNB. 
• The minimum size cut-off for full title stands is 200 square metres, and the maximum size is 4000 square 
metres 
• The maximum price cut-off is R10m, and the lower price cut-off is R20,000 (largely to eliminate major 
outliers and glaring inputting errors). 
• The index is very lightly smoothed using a Hodrick-Prescott smoothing function with a Lambda of 5. 
 


