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 PROPERTY BAROMETER 

Residential Property Monthly 

The Residential Market remained well-balanced in 
November, but economic data releases during the 

month pointed to near term weakness 

November data again pointed to a well-balanced residential market, kept this 
way by reasonable demand and significant residential supply constraints. 

But the month also brought about economic data that clearly points to further 
deterioration as we head into 2016, and a high risk of recession.  

After nearly 4 years of economic growth stagnation, and no end in sight, the 
question is for how long the Residential Market can remain well balanced? 
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HIGHLIGHTS 

 Property Economic news in November was mixed. On the one hand, we have recently seen accelerating year-
on-year house price growth reflecting some increase in residential demand and transactions volume growth 
earlier in the year. On the other hand, some dismal high frequency economic data released in November 
suggested further weakness to come. 

 The recent positive performance in the housing market seems to be the lagged impact of a brief “bump up” in 
economic growth early in 2015, when real GDP (Gross Domestic Product) growth went above 2% in the 1st 
quarter. 

 The briefly better 1st quarter economic growth saw FNB’s Valuers briefly pointing to month-on-month growth 
acceleration in their Residential Demand Rating towards the 2nd quarter. 

 Coupled to a 2nd quarter rise in demand, the valuers continue to point to significant Residential Supply 
Constraints, with their Residential Supply Index steadily declining throughout 2015 to November. 

 The combination of constrained supply and a brief “bump” in demand earlier in 2015 appears to have 
manifested itself in a recent acceleration in house price inflation, from 5% in April 2015 to 7.2% in November. 

 The signs are emerging, however, that the “Bump” in the housing market is passing on. Month-on-month 
house price growth had already slowed in October and November from its September high, suggesting that 
year-on-year house price inflation is soon to follow suit slower. 

 The FNB Valuers, too, point to slowing Residential Demand of late, and a slowing pace of improvement in the 
Market Strength Index, which is now only kept on a slightly strengthening path by significant residential 
supply constraints. 

 In addition, key Economic indicators released in November also pointed to more slowing growth to come. Real 
GDP growth had dropped back to 1% year-on-year by the 3rd quarter, while both the SARB and OECD 
Leading Indicators for South Africa showed a greater magnitude of year-on-year decline in September. 
Arguably the shocker, though, was a dip in the November Manufacturing Purchasing Managers Index to a 6-
year low. All is not well in the domestic economy. When does it begin to impact more negatively on 
property?  
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The Good: Although residential demand may be 
gradually turning down, right now the market 
remains well balanced between demand and supply 

The Bad: Leading indicators pointing the way to still 
further economic weakening, and recession risk is 
high 



 

November data related to the “Residential Property Economy” was something of a mixed bag, pointing to, on the 
one hand a still solid and well-balanced residential market, but on the other hand signs of more severe economic 
weakness (with a high risk of recession) at hand in the near term. 

In recent months, we have seen year-on-year house price inflation rising from a low point of 5% in April to 7.2% 
by November. Around this period, our estimates of property transactions volumes by individuals (natural persons) 
have also experienced a growth “bump”, with registrations in the Deeds Office accelerating from negative year-
on-year growth rates of near -10% early in 2015 to positive levels slightly above +10% by around mid-year. 

FNB’s Valuers had signaled the possibility of such a mid-year “bump” in transaction growth and house price 
inflation, having reported a mild month-on-month strengthening in growth in their FNB Valuers Demand Rating 
around the 2nd quarter of 2015. 

We believe the recent “Bump” to be the lagged response to economic developments late in 2014 and early this 
year. Around that time, we had a very brief but noticeable improvement in economic growth. From 1.4% year-on-
year in the final quarter of 2014, real GDP growth “jumped” to 2.2% in the 1st quarter of 2015. That short-lived in 
economic growth, caused a minor jump in real disposable income growth too, and we believe this is what caused a 
mild strengthening in residential demand towards mid-year. Coupled with significant supply constraints, even a 
relatively minor demand improvement can see house price inflation rise, and this is what we got. 

But various November data suggested that we are moving beyond “The Bump”, with the Residential Market set to 
go back into slowing growth mode. The FNB Valuers Market Strength Index, which measures the difference 
between their Demand and Supply Rating Indices, still showed mild strengthening. But it is the pace of that 
strengthening that has been slowing, and on a month-on-month basis they have begun to perceive a decline in 
demand recently. 

The various economic data released during November suggest that, in the currently “rational” residential market, 
slowdown in residential demand should probably be the case. Real year-on-year GDP growth slowed to a poor 1% 
in the 3rd quarter, and both the SARB and OECD Leading Indicators for South Africa have picked up downward 
speed in their year-on-year rates of decline, suggesting more economic weakening to come in the near term. 

The real shocker was November’s Manufacturing Purchasing Managers’ Index (PMI), which dropped to its lowest 
level in about 6 years, pointing to significant contraction in output to come in the country’s relatively large 
Manufacturing Sector. With the global economy remaining mediocre, and various commodity prices low, it is 
difficult to see anything other than contraction for the export-driven sectors such as Mining and Manufacturing, 
and this has to ultimately be felt, albeit in watered down version if we are lucky, by the rest of the economy. 

Considerable leads and lags are a feature in this economy. So for the time being the Household Sector appears 
only to have got as far as experiencing mounting “financial limits”, imposed on it by slowing income growth in a 
slowing growth economy. This is perhaps reflected in broadly slowing retail sales growth, most notably in the 
“leading” Vehicle retail Sector, but in September’s data also in a mildly slower “Mainstream Retail” growth rate.  

But the Household Sector doesn’t yet appear to have got to the next stage which is “financial stress”. Insolvencies 
data for September, continued to show significant year-on-year decline. 

With a lack of financial stress to date, perhaps it isn’t surprising that the Residential Market continues to look in 
fairly good shape as it still proceeds through “the bump”. The level of house price inflation experienced in recent 
months remains positive in real terms, helped by a low CPI inflation rate, and the key monthly affordability 
indicators, namely Real House Prices and the Price-Rent Ratio continue to deteriorate (i.e. rise). 

With interest rates rising, a third affordability ratio, namely the Instalment Value on the Average Priced 
House/Average Rental Ratio also continues to rise. But this ratio remains relatively low, because despite interest 
rates having risen mildly since early-2014, they still remain near multi-decade lows. 

And so we still await the renewed slowdown in the various forms of growth in the Residential market. Recession 
risk is high. With global commodity price weakness and thus low inflationary pressures continuing, we may be 
fortunate in that the SARB could continue to hike interest rates at only a snails’ pace, softening the landing. But it 
is probably unrealistic to expect the residential market to defy the strengthening forces of “Economic Gravity”. 

SUMMARY  
Still a well-balanced market, but more strong indications of near term economic 

weakening on the way” 



 

 

Economic data and events emerging through 
November gave the impression that the risk of 
recession is probably the highest it has been since the 
last recession of 2008/9, despite 3rd quarter GDP (Gross 
Domestic Product) figures indicating that we had just 
managed to avoid a recession in recent quarters. 

While quarter-on-quarter annualized GDP growth 
limped back into slightly positive territory, to the tune of 
0.7%, following a prior quarter’s negative growth, there 
was little to get excited about as the less volatile year-
on-year real GDP growth rate slowed further to 1% in 
the 3rd quarter, from a previous quarter’s 1.3%. This 
slowing represents a continuation of a broad multi-year 
slowing growth trend that started in 2012. 

 

There has been a slowdown in the Domestic wage Bill 
growth rate accompanying the multi-year GDP growth 
slowdown, which in turn limits the purchasing power 
growth in the Housing Market. 

From a peak of 12.8% year-on-year growth in the 
Compensation of Employees back in the 2nd quarter of 
2010, this rate has slowed to 7.9% by the 3rd quarter of 
2015. It has been kept at this still-significant level, 
though, by wage settlements that have been considerably 
above inflation, and by labour thus being able to 
increase its share of the take home GDP pie. 

But herein lies the problem. We have seen a steady rise 
in the Total Wage Bill/GDP ratio, from a low of 46.34% 
back in the 3rd quarter of 2006 to 52.23% by the 3rd 
quarter of 2015. As this Wage Bill/GDP ratio rises, 
crowding out a portion of the economy’s Gross 
Operating Surplus, so the pressure on the economy to 
shed jobs, in order to contain this wage bill, rises. 

The main concern here is that increased job shedding 
will further fuel already high social tensions, which have 

reached a point where they have already proved to be 
periodically disruptive to the economy. 

 

Also released in November were the September Leading 
Indicators for South Africa from both the SARB as well 
as the OECD. Both indicators saw their year-on-year 
rate of decline pick up speed, suggesting that the growth 
situation will probably get worse in the near term. 

Year-on-year, the Leading Indicator declined by -5.5% 
in the month of September. This is worse than the prior 
month’s -4.7% rate of decline, and is the 24th consecutive 
month of year-on-year decline, pointing to further near 
term growth weakness for both the national economy as 
well as for the Residential Mortgage Market 

 

Of the available indicators that are used in the overall 
Leading Indicator, only 2 contributed positively. These 
were the Interest Rate Spread, i.e. 10-year Government 
Bond Yield minus 3-Month TB Rates, and Residential 
Building Plans, over 80 square metres in size, passed. 

The other 7 negative contributors included a strong 
Global economy element, in the form of both commodity 
price weakness and the Leading Indicator of SA’s Major 
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NOVEMBER ECONOMIC OVERVIEW  
It looks set to get worse before it gets better, as recession risk runs high and the multi-

year growth stagnation continues 



 
Trading Partners. So, besides SA’s own myriad of policy 
and structural constraints, help is not forthcoming from 
the World Economy at this stage either.  

The Manufacturing Sector’s ongoing weakness (Average 
hours worked per worker and volume of orders) also 
remains a drag. And ongoing decline in New Passenger 
Vehicles sold was a further key negative. 

Of most concern, perhaps, was a deterioration in job 
advertisements, reflecting a lack of desire to employ.  

The further deterioration in the Leading Indicator 
comes as little surprise, because our FNB Estate Agent 
Survey Activity Rating, whose growth rate usually leads 
the direction of the Leading Indicator, had seen its own 
year-on-year rate of decline pick up some speed in 
recent quarters. 

The acceleration in the rate of decline in the Leading 
Indictor should mean that economic growth has to 
deteriorate further in the near term, along with the pace 
of growth in new residential mortgage loans granted. 
Normally, new residential mortgage growth sees the 
peaks and troughs in its growth fluctuations more or less 
correlate the Leading Indicator with a lag.  

The SARB Co-Incident and Lagging Indicators broadly 
confirm the economic stagnation. The Co-Incident 
Business Cycle Indicator recorded a year-on-year rate of 
change of zero in August, while the Lagging Indicator 
showed -0.1% year-on-year decline.  

 

But the most unpleasant November surprise, actually 
only released on the 1st of December, was the November 
Manufacturing Purchasing Managers Index. A level 
below 50 signals an industry contraction, a dip to 43.3 in 
November signals possible severe pain. This level was 
last matched at a stage in 2009.  

 

Earlier in 2015 we saw a similar dip, with a sharp rise 
thereafter, so one month’s dip is insufficient with which 
to draw firm conclusions. 

But the weakness in a variety of data these days makes it 
difficult to believe that things will improve in the near 
term. Most likely things have to get worse before they get 
better, and ultimately this can be expected to be more of 
a drag on the Residential Market. 

The 25 basis point interest rate hike by the SARB in 
November was a further mild dampener for the 
residential market, although something of a sideshow 
when compared to the slew of dismal economic data, and 
the small CPI inflation rise from 4.6% year-on-year 
inflation in September to 4.7% in October looks hardly 
troublesome. 

 

So the big economic challenge to the Property Market 
doesn’t come from inflation and interest rates just yet. 
Rather, it comes from a longer term economic 
stagnation that shows little sign of ending soon. 

The real danger, given expected job loss on a larger 
scale, is a further rise in social tensions, which then 
disrupt economic performance, and a vicious cycle 
starts.  
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September Retail Sales data were released in 
November, showing signs of Household Sector 
financial limits brewing. The leading part of the Retail 
Sector is the Motor Vehicle Retail Trade category, and 
this has shown very significant signs of slowdown. 
Recorded in nominal terms, this sector’s sales growth 
measured a mere 1.8% year-on-year, excluding fuel 
retail, which is almost certainly negative in real terms 
given CPI inflation not far short of 5%. 

After a relatively solid period, Real “Mainstream 
Retail” Sales growth slowed from 4% year-on-year in 
August to 2.7% in September. This is not a bad growth 
rate, given economic growth nearer to 1% these days, 
but is a far cry from the post-recession growth peak of 
10.1% back in April 2011. 

 

But while there has been a broad slowing in retail sales 
growth since around 2011, signaling mounting consumer 
financial limitations as disposable income growth slows, 
other data points to little sign of rising financial stress 
yet. 

In September, the year-on-year decline in insolvencies 
continued unabated, to the tune of -22.2%, after -32.5% 
decline in the previous month.  

 

Ultimately, we would expect some rise in insolvencies in 
response to gradually rising interest rates and weak 
Household Disposable Income growth.-But this often 
only arises with a considerable lag, and to date the 
SARB interest rate hiking has been exceedingly slow and 
moderate, giving much time for financial adaptation. 

   

 Demand may have peaked 

While FNB’s valuers have perceived growth in 
Residential Demand to have been broadly slowing since 
early in 2014 (but with periodic “bumps”, such as the 
one in the 1st half of this year), more recently, in the 2nd 
half of 2015, they have perceived an actual decline in the 
level of demand itself.  

This perception is reflected in the month-on-month 
(seasonally-adjusted) rate of change in the Valuers 
Demand Strength Index, which turned negative in July 
2015, and has remained negative up until November. 

The Demand rating, however, remains above the 50 level 
(on a scale of 0 to 100), implying that more valuers rate 
demand as “strong” than those rating it as “weak” 
(with “average” being the middle option). 

Factors potentially influencing weakening residential 
demand: Further interest rate hiking, and the multi-year 

stagnation in economic growth which is now reaching 
low levels which are of major concern. 

 

 Primary Residential Demand remains King 

Growth in Residential Demand in recent years has been, 
and remains, overwhelmingly driven by primary 
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RESIDENTIAL DEMAND CONDITIONS  
The demand improvement of recent years may be peaking, as the market remains 

affordability-constrained and largely free of “exuberance” 

CONSUMER HEALTH  
Financial limits have come to the fore, but little sign of rising financial stress yet 



 
residential demand. Growth in 2nd (or 3rd/4th) property 
buying has been subdued since the end of the pre-2008 
boom period. 

Of the properties on the Deeds data owned by 
individuals (“Natural Persons”, as opposed to Juristic 
Persons), as at September, in 16.21% of the cases a 
property’s owner owned a 2nd (or 3rd/4th and more) 
property. However, the growth in this multiple property 
ownership by individuals has been muted in recent years, 
with this percentage hovering at near to 16.2% since 
mid-2014. 

In terms of the growth rate in the absolute number of 2nd 
(or 3rd or more) properties identified, as at September 
this measured 3.3% year-on-year. This growth has been 
gradually slowing from a post-recession high of 5.4% 
year-on-year early in 2011, and remains a far cry from 
the speculative and buy-to-let spree of the boom years 
where it peaked at 26% year-on-year around mid-2005. 

 

 Affordability challenges test young buyers’ 
limits  

With the average level of real house prices not far from 
multi-decade highs, it is small wonder that the indicators 
continue to point towards “young” buyers being 
constrained relative to the boom years and before. 

According to our Deeds Data estimates, for property 
transactions by individuals (natural persons), 44.3% of 
total buyers were below the age of 40 as at October 
2015. The smoother 12 month moving average also 
recorded 44.3%, which continues the broad declining 
trend that started from early-2012. Being far lower than 
the early-boom high of 56.47%, back in 2002, is a 
reflection of the deterioration in residential affordability 
over those boom years, and young buyers are more 
financially constrained on average than older ones. 

 

This is, however, also part of a longer term rising trend 
in the percentage of older buyers (over 50) in the market, 
which is not only a function of affordability deterioration 
but also of an ageing middle and higher income 
population. 

 

At 43.61 years in October 2015, the average age of the 
individual property buyer was not only well-above the 
40.7 in 2007 near the end of the boom years, but even 
further above the 38.17 of early-1980. 

 

Therefore, high real house prices constrain affordability, 
limiting the level of younger buyer demand since the end 
of the boom years, and increasingly since 2012 too. 

Faster growing over-50s age cohorts, however, are 
increasing in significance as drivers of residential 
demand 
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 Potential for Speculative Demand is low 

We calculate what we term an “Alternative Real Prime 
Rate”, adjusting Prime rate with house price inflation as 
opposed to the traditional CPI method. This Alternative 
Real Prime Rate remained positive in November to the 
tune of 2.37%. 

 

To restrict potentially harmful speculative demand, it is 
important that this measure of real interest rates does 
not move significantly into negative territory, as it did 
back around 2004/5, as this would create a “speculators 
paradise”. In such conditions, speculators could use 
cheap credit to buy and sell properties for the purpose of 
making rapid short term capital gains. 

Such behavior can cause market “overshoots” and 
painful corrections later on. 

At present, however, the ongoing positive Alternative 
Real Prime Rate should largely prevent such speculative 
behavior on a large scale. 

  

 Supply continues to be constrained 

FNB’s valuers have perceived growth in Residential 
Supply to have been broadly declining from around 
2012. The FNB Valuers Residential Supply Index hit a 
58.47 post-recession high in January 2012. By 
November 2015 it has declined to 52.92, which is a 
further decline from the previous month’s 53.06. 

Supply constraints have been in part a function of 
improved residential demand from around 2012, 
benefiting from a period of abnormally low interest 
rates, along with limited levels of newly developed stock 
being made available  

 

 Residential Building Completions remain 
moderate  

For the month of September, square metres’ worth of 
residential building completed grew by 14.8% year-on-

year. This represents an increase on the prior months’ 
9.6%. 

However, as monthly data is traditionally volatile, we 
prefer to analyse trends through smoothing the data with 
a 3-month moving average. Here we see a continuation 
of the recent slowing growth trend in completions. For 
the 3 months to September, year-on-year growth of 7.4% 
represents a slower rate than the 9.1% for the 3 months 
to August, and a more noticeable slowing from the high 
of 28.8% recorded for the 3 months to June. 

The 3 month moving average for Square Metres of 
Residential Plans Passed, too, has been recording 
slowing growth, from a 15.2% high for the 3 months to 
April, to 1.2% year-on-year for the 3 months to 
September. 

 

A similar picture is witnessed when examining the 
number of residential units completed. Here, too, we saw 
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RESIDENTIAL SUPPLY CONDITIONS  
Limited supply of available housing stock remains a feature of the market, and low 

building completions levels haven’t yet been enough to alleviate the supply constraint 



 
a rise in the year-on-year growth rate from 7.6% in 
August to 12.9% in September. But smoothing using the 
3 month moving average, we see a continuation of the 
growth slowdown to 2.55% year-on-year growth for the 
3 months to September, from a high of 31.5% for the 3 
months to June. In short, the 3rd quarter showed slower 
residential building completions than the 2nd quarter, 
although both completions and plans passed growth 
rates were still positive. 

 

The period of positive building completions growth dates 
back to late in 2014. 

However, even after this period, the level of building 
completions remains moderate compared to the boom 
time peak reached late in 2005. Whereas for the 3-
months to December 2005 2.706 million square metres 
were recorded as completed, the 3 months to September 
2015 recorded 1.324 million, still less than half of the 
late-2005 peak level.  

 

Currently moderate levels of new residential stock being 
supplied to the market lessen the risk of any “gross” 

oversupply of property. However, we do believe that 
slowing residential demand to come, as a result of a 
weakening economy, should ultimately lead to some 
alleviation of residential supply constraints that are 
currently reported to be significant in some areas. 

 Building costs still appear to limit level of 
building activity, but their inflation has slowed 

Building costs still appear to limit the ability of the 
Development Sector to bring “competitively priced” new 
homes to the market. For the 3 months to September, the 
average value of units completed rose by 8% year-on-
year, and of plans passed by 5.1%. 

This inflation rate is, however, noticeably lower than the 
high of 20.8% year-on-year for units completed, 
recorded in May 2014. 

 

Slower increase in average value appears to have been 
helped by a slowdown in the inflation rate in Building 
Materials Cost inflation, as per the PPI for Building 
materials, to a lowly 1% year-on-year as at September. 
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 Still a well-balanced market, but pace of 
strengthening slows 

We translate the Residential Demand and Supply ratings 
into the FNB Valuers Market Strength Index (MSI).  

The MSI reflects the difference between Demand and 
Supply, and according to this index, we see a still very 
well balanced residential market. 

Given that the Valuers’ Residential Demand Rating was 
at a level of 55.8 in November (scale 0 to 100), and the 
Supply Rating at a lesser 52.92, this translates into an 
MSI of 51.44. Being at a level above 50, this implies that 
residential demand is still perceived to be stronger than 
supply.  

Positive real house price growth under these conditions 
is not surprising, therefore.  

 

However, the rate of growth or decline in the indices is 
often insightful too. Examining the 3 Valuers Indices on 
a year-on-year percentage change basis, we see that 
demand growth has been slowing steadily since early-
2014. From early-to-mid-2015, however, this demand 
growth moved more or less sideways, while the Valuers 
perceived the pace of decline in residential supply to 
speed up. The net result was a slight rise in the MSI’s 
rate of strengthening up to about mid-year. 

 

On a month-on-month rate of change basis, one also 
sees significant fluctuations, with a mild 2nd quarter 
Demand and MSI uptick, along with supply decline. 

It is likely that the recent uptick in the year-on-year 
house price growth rate is the lagged impact of that MSI 
strengthening about a quarter earlier. 

The Valuers, however, seem to suggest that the MSI 
growth strengthening was short lived, with its year-on-
year growth slowing once more, driven lower by slowing 
Demand growth. 

This would suggest that the current year-on-year house 
price growth uptick is likely to be short lived, turning 
down once more in the near term, in lagged response to 
a slowing pace of strengthening in the Residential 
Market. 
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MARKET BALANCE  
The market remains well balanced, but the rate of strengthening in this market balance 

has begun to slow again in the 2nd half of the year after a brief 1st half improvement 



 

 Year-on-year house price inflation still rising, 
but only just 

The FNB House Price Index for November 2015 rose by 
7.2% year-on-year. This is slightly up from a revised 
7.1% for October, continuing the mild short term 
accelerating price growth move that has emerged in 
recent months. These recent months’ acceleration came 
after a prior gradual slowing trend that started back in 
early-2014, after house price growth had hit a multi-year 
high of 8.6% at the end of 2013. 

In real terms, when adjusting for CPI (Consumer Price 
Index) inflation, the rate of house price growth 
accelerated very slightly to 2.3% year-on-year in 
October (November CPI data not yet available), from 
2.2% in the previous month, with CPI inflation at a lowly 
4.7%. 

The average price of homes transacted in November was 
R1,046,406 

 

 Month-on-month house price inflation has 
started to lose some momentum 

While the year-on-year house price inflation surge 
appears to be approaching its “mini-peak”, on a month-
on-month seasonally adjusted basis (a better way to look 
at recent growth momentum), the growth rate has started 
to slow in October and November. From a 1.1% month-
on-month high in September, the rate has declined to 
0.8% by November. 

The “mini-surge” in house price inflation around mid-
2015 broadly co-incided with a positive “bump” in the 
economy  around that time. The Manufacturing Sector 
Purchasing Managers’ Index (PMI), one of the 
economy’s leading indicators, briefly rose to above 50 in 
May-July, signaling some expansion in this large and 
cyclical sector, and 3rd quarter GDP (Gross Domestic 
Product) turned slightly positive on a quarter-in-quarter 
basis. 

More recently, however, the PMI has turned back down 
to below the critical 50 level, while the SARB’s Leading 
Business Cycle Indicator has also turned for the worse, 
suggesting a return to weaker economic times. The 
resumed slowing in month-on-month house price 
inflation may therefore merely be beginning to once 
again track the economy slower. 

 

 Rental market inflation still mediocre 

The Residential Rental Market continues in a mediocre 
fashion. Interest rate hiking can often boost the rental 
market’s strength by encouraging more aspirant buyers 
to put their purchases on hold, and remain in the rental 
market for longer. 

As yet, however, the 1.25 percentage points’ worth of 
slow interest rate hiking since January 2014 appears to 
have been insufficient to induce a strong rental market.  
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HOUSE PRICE PERFORMANCE  
House price inflation has had a “mini-surge” in recent months, but it appears to be 

starting to lose momentum once more 

RENTAL MARKET PERFORMANCE  
The rental market hasn’t yet responded significantly to the traditional boost that it 

often gets from interest rate hiking 

4.94

4.87

2

4

6

8

Jan-09 Jan-10 Jan-11 Jan-12 Jan-13 Jan-14 Jan-15

%

CPI Inflation - Home Rentals

CPI - Rentals - Year-on-year % change CPI - Owner Equivalent Rentals - y/y%



 
Admittedly, through 2013 and 2014, StatsSA CPI Rental 
data did show some mild rise in actual rental inflation, 
from a low of 4.3% year-on-year in mid-2012 to 5.3% by 
March 2015. This strengthening trend, we thought, 
would be sustained throughout the interest rate hiking 
cycle.  

However, the rental inflation rate has since pulled back 
slightly, recording 4.94% year-on-year inflation in the 

September CPI survey. 

It would appear that, in these weak economic times, 
tenants have significant financial limits, regardless of 
what interest rates do. In addition, 1st time buying 
remains reasonably strong, with many not yet having 
been deterred by what has been snails’ pace interest rate 
hiking.

 The Price-Rent Ratio remains high and rising, 
meaning a less price competitive home buying 
market 

The CPI for Rentals was not surveyed in October, only 
being surveyed every 3 months. But based on the 
September CPI Rental Index (whose value is used in the 
October CPI), there was a further rise in the Residential 
Average Price-Rental Ratio Index in October. Whereas 
the year-on-year Actual Rental Inflation rate was 4.9%, 
the Average House Price Inflation Rate in the FNB 
House Price Index was considerably higher at 7.1% in 
that month. 

Therefore, the most recent CPI Rental figures continue 
to show the residential rental option becoming more 
attractive relative to the relatively expensive home 
buying option. At an index level of 86.78 (Jan 2008 = 
100), the residential Price-Rent Ratio Index in October 
was a mere 13.22% below the January 2008 level, and 
the January 2008 level is believed to have been at or 
near to the all time high. The Price-Rent Ratio therefore 
remains high in our view, and this index has risen by 
8.8% on its October 2011 Post-Recession low point.  

 

 Low interest rates, however, keep the Bond 
Instalment/Rent Ratio low for the time being 

What keeps home buyer numbers relatively solid at this 
stage then? A relatively low prevailing interest rate 
level, which translates into a far lower level in the 
Instalment Repayment on the Average Priced 
Home/Rental Index. In October, this index was 36.8% 

lower than the level at January 2008, having been driven 
sharply down by big interest rate cuts around 2009.   

However, this Index has also risen, by 12.82% since a 
low at September 2011, thus also making the home 
buying option gradually less attractive relative to the 
rental option. 

 House prices still high and rising in real terms 

Examining the longer term real house price trend (house 
prices adjusted for CPI inflation), we see that despite 
some rise in recent years, (+6.7% since the October 
2011 low) the average real house price level remains      
-17.2% below the all time high reached in December 
2007 at the back end of the residential boom period.  

Looking back further though, the average real price 
currently remains 65.2% above the July 2000 level, the 
date when the index started, and a time back just before 
boom-time price inflation started to accelerate rapidly. 

Real house price levels thus remain at “boom time” 
levels in our view, despite having lost some ground since 
the end of 2007. 

 

In nominal terms, when not adjusting for CPI inflation, 
the average house price in November 2015 was 290.3% 
above the July 2000 level. 

 Certain Home-Related costs remain 
troublesome 

While little was surveyed in the Big Ticket Housing CPI 
in October, this sub-index remains the troublesome 
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RESIDENTIAL AFFORDABILITY  
Key monthly affordability measures remained high and rising (deteriorating) 



 
component of the overall CPI, with a year-on-year 
inflation rate of 6.4% in October. 

Certainly, the Rental Market doesn’t play the major role 
in this. Actual Rental inflation is 4.94%, while Owner 
Equivalent Rental inflation is 4.87%. 

 

As these are slightly higher than the overall CPI 
inflation rate they do exert some slightly upward 
pressure on it. But these inflation rates remain far below 
the crucial 6% upper target limit of the SARB. 

The key sources of upward pressure, however, are in the 
area of Municipal Rates and Utilities’ tariffs. The 
Electricity CPI is currently inflating at 11.1% on the 
back of the next round of Eskom tariff hikes, while the 
“Water and Other Services CPI (which includes 
municipal rates) is not far behind at 8.9%. 

 

Working partly against these big housing-related cost 
increases is a very benign inflation rate in the CPI for 
Home maintenance and Repairs, to the tune of 1.9%. 

This has the important benefit of keeping home 
maintenance at currently high levels. 

One wonders, however, to what extent the high rates of 
Municipal rates and utilities tariff inflation is “crowding 
out” the Home Maintenance Sector, which may be 
forced into implementing very low price increases in 
part as a result of these other spiraling home-related 
costs exerting some pressure on home owner purchasing 
power? 
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 Growth in New Registrations had a surge 
toward mid-year, but may have been peaking. 

We attempt to identify all bonded and unbounded 
transaction registrations by individuals (natural 
persons) with the Deeds Office in order to estimate 
growth in what should be largely residential transactions 
and new mortgage lending (cut-off limits of R10,000 and 
R10m). 

We have seen something of a mini-surge in total 
registrations growth around mid-2015, after a lull 
earlier in the year. This appears very much the lagged 
impact of a mild surge in month-on-month growth in the 
Valuers Residential Demand Rating early in 2015, when 
year-on-year growth in the rating moved sideways for a 
while.. 

More recently, we have seen our valuers reporting a 
renewed decline in the Residential Demand Rating. We 
would thus expect to begin to see bonded registrations 
year-on-year growth slowing in the near term. As at 
September, however, the year-on-year growth in volume 
of bonded registration was still a healthy 10% for the 3 
months to September, but we would expect to see this 
slow once more in the coming months. 

 

 

The November picture was one of a still-solid residential 
property market, kept in balance not only by reasonably 
strong demand, as well as very significant supply-side 
constraints. 

However, it was also a month where a slew of economic 
data releases pointed not only to an economy still having 
been on a sliding trend of late, but where Leading 
Indicators pointed towards further near term 
deterioration to come. 

The real economic data shocker was November’s 
Manufacturing Purchasing Managers’ Index (PMI), 
which dropped to its lowest level in about 6 years, 
pointing to significant contraction in output to come in 
the country’s relatively large Manufacturing Sector. 
With the global economy remaining mediocre, and 
various commodity prices low, it is difficult to see 
anything other than contraction for the export-driven 
sectors such as Mining and Manufacturing, and this has 

to ultimately be felt, albeit in watered down version if we 
are lucky, by the rest of the economy. 

The FNB Valuers as a group have perhaps just started to 
see signs of the stagnant economy starting to impact on 
the Residential Market, with the month-on-month rate of 
change in their Demand Strength Rating now in negative 
territory. 

At this stage, we are at the point where Household 
Sector financial limits appear to be becoming more 
acute, but not yet about any noticeable rise in financial 
stress. 

After averaging 7.1% growth in 2014, the FNB House 
Price Index looks set to average a mildly slower 6% 
growth for 2015. And considering the various indicators, 
both economic and property-related, released in 
November, both the economy and the Residential Market 
look likely to enter 2016 on a weakening foot. 
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RESIDENTIAL ACTIVITY  
Transaction volume growth has also been through a recent “bump”, not too dissimilar 

to house price inflation, but this growth may have peaked 

IN CONCLUSION  
A November, indications of still worse economic performance, with recession risk high, 
reinforces our expectation of weaker residential market performance in the near term 



 

 

END OF PERIOD 2012 2013 2014 Q1-2015 Q2-2015 Q3-2015 Q4-2015 Aug-15 Sep-15 Oct-15 Nov-15

Residential Property Prices
FNB National Average House Price (Rand)  835 476  891 925  955 467  990 640 1 000 506 1 018 035 1 017 075 1 027 163 1 036 901 1 046 406

   y/y % change 7.1 6.8 7.1 5.6 5.1 6.4 6.4 6.9 7.1 7.2

    m/m seasonally-adjusted % change 0.97 1.05 0.93 0.82

FNB Valuers Demand Strength Index 48. 93 50. 38 54. 15 55. 75 56. 05 55. 98 55. 98 55. 94 55. 86 55. 8 

   y/y % change 2.4 3.0 7.5 4.9 4.4 2.9 2.9 2.1 1.3 0.7

   m/m % change -0.09 -0.08 -0.13 -0.11

FNB Valuers Supply Strength Index 57. 96 56. 71 55. 1 54. 49 54. 14 53. 44 53. 434 53. 233 53. 064 52. 917 

   y/y % change 0.0 -2.1 -2.9 -1.7 -2.2 -2.7 -2.6 -2.8 -3.1 -3.3

   m/m % change -0.43 -0.38 -0.32 -0.28

FNB Valuers Market Strength Index 45. 49 46. 84 49. 53 50. 63 50. 95 51. 27 51. 27 51. 35 51. 4 51. 44 

   y/y % change 1.3 3.0 5.7 3.6 3.6 3.0 3.0 2.71 2.43 2.21

   m/m % change 0.18 0.15 0.09 0.09

Major Metro Areas Average House Price (Rand) 1 010 595 1 076 988 1 161 186 1 210 612 1 224 764 1 236 312

   y/y % change 3.2 6.6 7.8 7.4 6.5 5.4

   - Upper Income Area Average House Price (Rand) 2 112 227 2 278 903 2 499 587 2 622 926 2 648 110 2 668 838

       y/y % change 2.3 7.9 9.7 8.9 7.2 5.3

   - Middle Income Area Average House Price (Rand) 1 165 787 1 240 519 1 343 771 1 409 780 1 435 578 1 458 588

       y/y % change 4.1 6.4 8.3 8.4 8.0 7.3

   - Lower Income Area Average House Price (Rand)  744 512  787 123  835 970  864 580  873 116  879 469

       y/y % change 3.3 5.7 6.2 5.8 5.2 4.4

   - Affordable Area Average House Price (Rand)  385 837  410 638  441 440  457 173  459 901  461 072

       y/y % change 3.7 6.4 7.5 6.4 5.1 3.5

   - Major 3 Provinces' Former Black Township Average House Price (Rand)  254 572  273 697  296 202  319 298  327 260  331 826

       y/y % change 4.0 7.5 8.2 12.0 12.3 10.7

   - Holiday Towns Average House Price (Rand)  817 853  829 404  899 698  956 638  970 754  979 115

       y/y % change 0.6 1.4 8.5 11.3 9.5 7.2

FNB Estate Agent Survey
Level of Residential Demand Activity (Scale 1 to 10) 5. 98 6. 27 6. 58 6.7 3 6.3 3 6.1 4 

   y/y % change 3.1 4.8 4.9 -0.4 0.0 -7.4

First time buyers as a percentage of total buyers (%) 23.0 22.5 26.5 25.0 21.0 25.0

Buy-to-let as a percentage of total buyers (%) 9.3 7.8 9.3 9.0 9.0 8.0

Average time of properties on the market (Weeks and Days) 16.0 16.0 12.2 12.5 12.1 11.1

Percentage of properties sold at less than asking price (%) 86.0 88.0 81.5 83.0 87.0 87.0

Percentage of properties on the market for 3 months or more (%) 77.5 74.5 56.0 48.0 46.0 47.0

Residential Building Sector
Number of units' plans passed 49 820         50 447         56 809         12 536          16 660          16 836           5 955  4 933

       y/y % change -5.7 1.3 12.6 -10.5 17.9 10.9 19.3 2.0

Square metres' worth of plans passed 6 246 397    6 647 115    7 467 385    1 785 726      2 020 328      2 092 951      684 476       686 744       

       y/y % change -0.0             6.4              12.3            4.0               11.9             1.2               -4.0 0.3

Average size of units' plans passed (square metres) 125.4 131.8 131.4 142.4 121.3 124.3   115   139

Number of units completed 42 978         41 485         38 043         8 482            10 592          9 813             3 261  3 625

       y/y % change 6.1 -3.5 -8.3 -7.7 31.5 2.5 7.6 12.9

Square metres' worth of buildings completed 4813164.0 4885830.0 4707294.0 1 092 448      1 325 713      1 324 497       433 860  469 836

       y/y % change 2.9              1.5              -3.7             4.7               28.8             7.4               9.6 14.8

Average size of units' completed (square metres) 112.0 117.8 123.7 128.8 125.2 135.0 133.05 129.61

Property and Mortgage Market Summary



 

 

 

 

 

 

 

 

 

END OF PERIOD 2012 2013 2014 Q1-2015 Q2-2015 Q3-2015 Q4-2015 Aug-15 Sep-15 Oct-15 Nov-15

Mortgage Market
New residential loans and re-advances granted (R'm)  169 677  196 144  213 318  55 954  58 201

   y/y % change 3.5 15. 6 8. 8 9.1 11.3

Residential re-advances granted (R'm)  8 291  10 452  11 911  3 476  4 262

   y/y % change 40.0 26.06 14.  18.5 50.3

Total residential mortgage loans outstanding - Banks (R'm) 826 765 341 837 817 308 854 418 677 862 453 853 868 135 474 875 775 279 873 361 792 875 775 279

   y/y % change 1. 2 1. 3 2.  2. 4 2.5 2.7 2.7 2.7

Key Economic Indicators
Real Gross Domestic Product (R'm at 2000 prices) 2 899 248 2 963 390 3 051 621 3 041 689 3 046 807

   y/y % change 2.2 2.2 2.2 1.3 1.0

Real Residential Fixed Investment (R'm)  50 219  46 676  43 135  42 816

   y/y % change -2.0 -7.1 -11.6 0.8

Prime Rate (%) 8. 8 8. 5 9. 1 9.3 9.3 9.5 9.5 9.5 9.5 9.6

Yields on Government Bonds 10 years and Longer (%) 7.9 7.7 8.3 7.6 8.1 8.3 8.3 8.3 8.5 8.3 8.5

Currencies - USDZAR 8. 22 9. 66 10. 85 11. 754 12. 107 12. 996 13. 822 12. 91 13. 64 13. 49 14. 14 

Currencies - EURZAR 10.55 12.82 14.39 13. 222 13. 376 14. 444 15. 17 14.38 15.31 15.16 15.17

CPI - y/y % change 5. 7 5. 8 6. 1 4.1 4.6 4.7 4. 6 4. 6 4. 7 

Gauteng pump price y/y% -22.0 -8.7 -6.5 -5.8 -7.6 -8.1 -8.4 -6.9

FNBBER Consumer Confidence Index -0.5 -5.3 -0.8 -4.0 -15.0 -5.0

RMBBER Business Confidence Index   47   46   45 49.0 43.0 38.0 36.0

SARB Composite Leading Business Cycle Indicator 99. 4 99. 4 95. 4 94. 8 92. 7 92.7 2 92.4 3 

       y/y % change -0.9 0.0 -3.0 -1.8 -4.6 -4.68 -5.55

      m/m % change -0.13 -0.31

Real Retail Sales (2008 Prices) - R'm  704 618  723 291  177 213  181 640  184 331  62 629  60 792

       y/y % change 4.6 2.7 2.8 3.1 3.3 4.0 2.7

Manufacturing - Volume of Production (Index 2005=100) 105. 08 106. 53 101. 5 102. 5 110. 4 108.2  114.0  

       y/y % change 2.2 1.4 0.6 -1.6 1.9 -0.3 0.9

Mining - Volume of Production (Index 2005=100) 95. 98 99. 49 97. 7 102. 9 102. 3 102.5  100.1  

       y/y % change -3.2 3.7 9.2 5.9 0.9 3.6 -4.8

Vehicle Sales - Total (NAAMSA)  539 303  565 999  142 587  129 142  143 510  95 141  45 755  49 595  48 438  46 703

       y/y % change 8.7 5.0 1.0 -1.9 -6.8 -34.3 -7.2 -8.3 -8.6 2.7

Passenger Vehicle Sales - Total (NAAMSA)  364 767  379 673  92 630  83 067  94 117  60 353  30 354  32 341  31 197  29 156

       y/y % change 10.6 4.1 -1.0 -2.6 -9.1 -36.5 -6.7 -12.8 -11.5 2.3

Property and Mortgage Market Summary


