
 
 
 
 
 
 

 

Last week saw the release of the FNB-BER Consumer Confidence Index for the 4th Quarter of 2015, and putting it 
politely it wasn’t pretty. Going into the December shopping season, this is never good news for retailers, but it 
probably gives the Residential Property Sector some messages too.  

The main message, probably, is that 2016 is likely to be a year of weaker housing demand. Other economic 
indicators, such as a deteriorating Leading Business Cycle Indicator and contracting Manufacturing, Mining and 
Electricity Sectors, would appear to back such an expectation up. 

And, of course, interest rates have been rising. 

Examining the main -components of the Consumer Confidence Survey starts to give us an insight as to what drives 
the weak confidence level. Interestingly, whereas Overall Consumer Confidence recorded a negative reading of      
-14, the component relating to “Consumers’ own financial position during the next 12 months” was still mildly 
positive at +4. The categories dragging the overall index down, therefore, were “Expected Economic Position in 
the next 12 months” with a reading of -24, and “Rating of the Present Time to buy durables (often credit-driven)” 
at -21. 

The importance of this breakdown is that it still seems to point to confidence being decimated more by what 
consumers are seeing, hearing or reading about around them, rather than about their own actual financial 
situation. If big job loss had already started to bite, and incomes had already been declining, they would probably 
have been providing a more negative response   to the “Own financial position” already. 

Indeed, this would seem to tie in with stats on credit health, such as insolvencies, or our own FNB Estate Agent 
Survey question regarding the percentage of sellers downscaling due to financial pressure, which don’t yet point to 
a dramatic deterioration. However, judging by leading indicators pointing to further weakening in the economy 
heading into 2016, the Consumers’ own financial position should begin to weaken. This could drive an even further 
decline in Consumer Confidence. 

What can this mean for 2016? Most likely a more cautious Household Sector, is the most obvious answer. This, we 
believe, should lead to caution with regard to borrowing in general, and a rise in the Household Savings rate. This 
in turn is expected to lead to a slowing in overall residential property demand. 

But it will likely go further, influencing the composition of residential buying. I would expect the buying of primary 
residences to become “king” once again. In recent times it appeared that 2nd leisure property buying may have just 
recovered mildly. This form of non-essential home buying demand may well come under pressure again in 2016. 

Buy-to-let home buying never really set the world alight following the pre-2008 boom years, and it is likely that this 
form of demand to be subdued too. 

I would also expect to see a decline in the level of 1st time buying at some stage of 2016, with 1st time buyers 
typically being more sensitive to tough economic times than more established repeat home buyers. A greater 
portion of aspirant 1st time buyers could conceivably move into the rental market for the time being. 

With regard to the type of property in demand, we would expect “smaller to be better”. Municipalities and utilities. 
Most notably the electricity utility, continue to impose above-inflation increases on home owners, and 2016 should 
see more of the same. Smaller homes can lower such costs, as well as reducing maintenance, insurance and other 
related costs.  

It is less clear as to whether the low income end of the residential market will perform the best though. Yes, one 
should expect some shift in residential demand down the price ladder, in search of affordability, as times get 
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tougher. But against this, low income households are more financially fragile, and thus more sensitive to economic 
and interest rate cycles. 

Therefore, the risk is that at the low income end of the market the housing market performance can ultimately 
become worse than higher up the area price ladder. 

There could also be some shifts on the supply side.  

As the economic indicators deteriorate, the chance of a decline in new housing completions as 2016 progresses 
increases. 

With the supply side of the existing home market, too, we could see some shifts should the economy weaken further. 
It is possible that a greater portion of home owners “stay put”, which obviously saves on huge relocation and 
transaction costs. Home owners who aspire to downscale due to “life stage” can postpone their sale until a stage 
when they feel the market is stronger again, while many planned sales in order to relocate closer to amenities or 
for security reasons are not always urgent and can be postponed too.  

As job opportunities around the country weaken, so one should also see a slowdown in sales of homes in order to 
relocate to elsewhere in the country. 

It almost goes without saying that selling in order to upgrade homes would likely decline in significance. 

But there are two sources of supply that could conceivably increase. Should the economy indeed get tougher in 
2016, the one key group of sellers that could rise in prominence would be sellers selling in order to downscale due 
to financial pressure, and a significant portion of these would “rent down” as opposed to “buying down”.  

The 2nd source of selling that could increase could be selling in order to emigrate. One gets the impression that the 
2015 Consumer Confidence dip may be driven in part by concerns regarding the longer term economic future of 
South Africa, and that could enhance the skills drain once more. The magnitude of such a rise may be contained by 
the fact that the global economy is not booming, so employment prospects in many of the popular emigration 
destinations may remain limited. 

Finally, regions whose economies are strongly driven by Mining and Manufacturing could possibly underperform 
those whose economies are more diversified into the services sectors. That is not to say the latter will escape the 
economic downturn. However, the Mining and Manufacturing Sectors appear to be affected the worst by the global 
economic slowing and the commodity price downturn. 

All-in-all, there is currently little that points to a better economic performance in 2016. More likely, we will 
continue on the path of broad economic growth slowdown that started back around 2012. Couple this to our 
expectation of further gradual interest rate hiking in 2016, and the residential market would be expected to show 
some form of slowing. After an inflation rate of 7.1% in 2014, FNB House Price Index looks set to have averaged a 
mildly slower 6% growth for 2015. We would expect still further slowing for 2016 as a whole. 

For the rental market though, a rise in the number of “postponing buyers” could just provide some mild additional 
support, resulting in slightly stronger rental inflation. 


