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PROPERTY BAROMETER  
2nd Quarter 2015 Western Cape Estate Agent 

Survey 
FNB residential market indicators point to a Western 
Cape region with superior confidence levels, and its 

market outperforming the national average 
Recent indicators continue to point to the Western Cape Residential market 
being one of the “hotter” spots in the country. However, affordability issues 
may be starting to bite. This can cause a natural slowdown in growth in 
demand, and therefore in house price growth, or it can cause some panic 
amongst aspirant buyers who may fear that “if I don’t enter the market now 
I may never be able to afford a home in future”. It appears that the Western 
Cape may be experiencing a bit of both of late  

KEY RESULTS FROM THE WESTERN CAPE ESTATE AGENT 
SURVEY 

Perceptions of Western Cape Activity Levels remain above the national 
average, but the  pace of increase has slowed 

Similar to the indications emanating from the FNB Western Cape House 
Price Index, the FNB Western Cape Estate Agent Survey also points to 
Western Cape Residential Market performing above the national average, but 
also showing signs of a recent slowing pace of improvement. 

The 1st question asked to agents participating in the survey has to do with 
their perceptions of residential market activity in their area. At a level of 
6.61(on a scale of 1 to 10), the Agents’ Residential Market Activity Rating in 
the 2nd quarter of 2015 survey has once again exceeded the National Average 
Rating of 6.33. 
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However, the rate of growth in the Activity 
Rating for the province has slowed in recent 
quarters, from a high of 30.4% year-on-year in 
the 3rd quarter of 2014, to a slight decline of       
-1.3% in the 2nd quarter of 2015.  

 

 

 

 

 

 

Estate Agents perceive demand relative to supply to have strengthened significantly since 2012 

One indicator of where the market is in terms of 
seller pricing realism relative to demand, or 
otherwise put the balance between demand and 
supply at prevailing price levels, is the estimated 
average time that properties remain on the 
market prior to sale. 

Since the 1st quarter of 2013, the average time of 
properties on the market has declined from an 
estimated 20 weeks, to 9.1 weeks as at the 2nd 
quarter of 2015. This near 2-month average time 
on the market is significantly stronger than the 
12.1 week national average. 

 

The sample of survey respondents also points to a lower percentage of sellers being required to drop their asking 
price to make a sale, compared to the national average, another important indicator of pricing realism. 

They reported an estimated 80% of sellers having to drop their asking price in the 2nd quarter of 2015, which is 
well down on the 95% high back late in 2011, and lower than the 87% national average percentage. 

We also ask agents to estimate the average percentage asking price drop on those properties where a price drop is 
required to make the sale. This average estimated drop of -8% in the 2nd quarter was slightly larger in magnitude 
than the -7%% estimate of the previous quarter, but still significantly smaller than the estimated -12% early in 
2013. 
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BUY TO LET INVESTMENT REMAINS ABOVE THE NATIONAL AVERAGE DESPITE YIELDS BEING 
LOW, BUT PERHAPS LOWER TENANT RISK JUSTIFIES THIS 

Buy-to-let investment levels are above the national average estimate 
 The focus still seems firmly on primary 
residential demand. However, the Western 
Cape’s buy-to-let levels do appear slightly 
stronger than the national average. 

The estimated level of buy-to-let buying in the 
Western Cape, expressed as a percentage of 
total home buying was 12% in the 2nd quarter 
2015 Estate Agent Survey, higher than the 9% 
national average, and significantly higher than 
the 6% recorded at the end of 2012. 

 

 

 
This slightly higher level of buy-to-let buying in this region is perhaps “interesting”, because it takes place whilst 
our estimates of the region’s average residential yield seems relatively low and unattractive relative to certain 
other major residential regions.   

The TPN-FNB Residential Yield dataset is the combined result of TPN (Tenant Profile Network) rental data, along 
with FNB’s house price data and its Automated Valuation Model (AVMs), utilized to estimate a current value on 
the property, and then to calculate the Gross Initial Yield on all such properties. 

In the 1st quarter of 2015, the Western Cape’s average gross yield was estimated at 7.89%, with only that of Nelson 
Mandela Bay being very slightly lower, whereas the major Metros of Ethekwini (8.55%), Ekurhuleni (9.03%), 
Tshwane (9.18%) and Joburg (9.74%) were all higher. 

While some may point to Gauteng and Ethekwini yields being higher and thus perhaps more attractive for an 
investor, the Western Cape buy-to-let buyers may, with good reason, perceive that region’s market to be lower risk, 
and therefore be prepared to accept a lower return. We say with “good reason” because TPN’s data regarding the 
percentage of rental tenants “in good standing” with regard to their rental payments puts the Western Cape and 
the Eastern Cape at 89%, a higher percentage of tenants up to date on payments, suggesting indeed a lower level 
of tenant risk in these two major provinces.  

The lower yields in the Eastern and Western Cape may thus be justified. 
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REASONS FOR SELLING HOMES – LOW NUMBERS LEAVE THE REGION 
When examining the reasons that people sell 
properties, our estate agent respondents 
consistently estimate a low level of sellers 
departing the region, either in order to emigrate 
or to “semi-grate” to another part of the 
country. 

Using a 2-quarter moving average for 
smoothing purposes, the estimated percentage 
of sellers selling in order to emigrate was 
estimated at 2% for the 2 quarters up to and 
including the 2nd quarter of 2015. 

That is around half of the national average 
percentage which hovers nearer to 4%. 

For the same 2 quarters, the estimated percentage of sellers selling in order to relocate to another part of South 
Africa was 4.5%. Once again this was significantly lower than the 9% national average estimate. 

These low levels of departure-related selling are yet further signs of superior confidence levels of the region’s 
inhabitants relative to other regions of South Africa. 

 

1ST TIME BUYING SURPRISES ON THE “UPSIDE” – A SIGN OF PANIC? 

The Western Cape’s big “upside” surprise in the most recent surveys has been an increase in the estimated 1st time 
buyer percentage. 

The FNB Estate Agent Survey estimated that, in the 2nd quarter of 2015, 25% of buyers were 1st time buyers. This 
represents a further rise on previous quarter’s 21%, and is now above the declining national estimate of 21%. 

A potential concern is a rise in the level of perceived 1st time “buyer panic” by the agent respondents. 

We ask them for their perceptions of what percentage of 1st time buyers suffers from “buyer panic”, a phenomenon 
that normally occurs in a strong market, when aspirant 1st time buyers fear that “if they don’t buy now they may 
not be able to afford it in future”. By the 2nd quarter 2015 survey, this estimated percentage had risen to 58% of 
total 1st time buyers, once again a higher estimate than other major SA markets. However, this is not necessarily a 
healthy development, because it can lead to such 1st time buyers making hasty buying decisions and over-
committing financially. Something to watch. 
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WESTERN CAPE - REASONS FOR 
SELLING (AS % OF TOTAL SALES) Q1-2013 Q2-2013 Q3-2013 Q4-2013 Q1-2014 Q2-2014 Q3-2014 Q4-2014 Q1-2015 Q2-2015
Downscaling due to financial pressure 15 20 17 14 17 12 17 10 18 13
Upgrading 14 16 14 22 14 19 14 19 17 15
Downscaling with life stage 19 21 24 19 23 27 23 25 19 35
Moving for safety and security reasons 12 10 12 12 11 10 7 9 9 8
Emigrating 2 3 4 1 4 2 2 3 2 2
Relocating within SA 7 5 8 9 5 6 9 8 5 4
Change in family structure 16 14 16 14 16 16 17 20 20 10
Moving to be closer to work or amenities 15 11 7 9 9 7 9 5 9 7
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HOW WESTERN CAPE AGENTS SEE THE NEAR TERM OUTLOOK  
We ask agents for their expectations of residential demand strength in the near term, i.e. the three months 
subsequent to when the survey takes place, requesting them to choose between 3 options, namely the market will 
“strengthen”, “weaken”, or “remain the same”.   

In the 2nd quarter survey, 11% of Western Cape 
agents expected activity to increase in the next 3 
months, while 64% expected it to stay the same 
and 25% expected a decrease in activity.  

When asking agents for the factors influencing 
their near term expectations, “seasonal factors” 
unsurprisingly came out as the most common 
factor, given that we were moving into the 
Winter period at time of survey in May. 

But seasonal factors aside, the level of, “agent 
stock constraints” vs “ample stock” was the 
interesting factor, 25% of respondents cited 
stock constraints as an issue in their lives, a very 
significant level. However, very significant too 

was the 18% pointing to “ample stock available”. This indicates a widely diversified strength of markets depending 
on area location. The same divergent views come up with regard to “Positive Consumer Sentiment”, which 7% of 
respondents said that they were experiencing, versus “Economic Stress/Pessimism”, which 7% of agents also 
pointed to. 

Agent near term expectations are thus quite divergent, with no strong indication of near term direction. 

 

CONCLUSION 
Most of our residential data regarding the Western Cape points towards a region whose estate agents experience 
things better than most other major regions. This comes out noticeably in their Activity Level rating which is above 
the national average, as well as their estimate of the average time of homes on the market, which at 9.1 weeks is 
considerably quicker than the 12.1 week national average estimate. 

The data also points to a region whose residents have significantly higher confidence in its residential property as 
an investment, seemingly buying to let at higher levels despite a lower estimated average yield than most major 
regions. 

It goes further. The Western Cape residents also appear to have greater confidence in the region’s long term 
future, with lower levels of departure whether emigrating or “semi-grating” than other major regions. 

Nevertheless, the region’s housing market can’t defy gravity indefinitely, and the signs are that its pace of 
strengthening has been slowing recently, with affordability constraints mounting, as house price growth outstrips 
average income growth. 
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