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 MORTGAGE MARKET BAROMETER 

Household Sector and Mortgage Credit growth 
accelerated slightly in January, but we don’t foresee 

this to be the start of a rising trend 

Growth in Household Sector Credit Outstanding accelerated very slightly in 
January, This was caused by a slight increase in Household Sector Mortgage 
Credit growth. However, this does not reflect any recent acceleration in new 
mortgage lending growth, but rather reflects the lagged impact of such an 
acceleration a good while ago. Rather, recent new mortgage lending growth 
appears to have been slowing, and we expect that this will cause slowing 
growth in Mortgage Credit Outstanding in the not too distant future. 

A near term slowing in not only mortgage credit growth, but indeed in overall 
Household Sector Credit growth, is still expected, given signs of further 
deterioration in the economy along with ongoing gradual interest rate hiking. 

Such an expected slowing in credit growth, we believe, would be crucial in 
sustaining the declining trend of recent years in the Household Debt-to-
Disposable Income Ratio, which would in turn reduce Household Sector 
vulnerability to interest rate and economic “shocks” in future. 

KEY POINTS 

 On a year-on-year basis, the growth in value of Household Sector Credit 
Outstanding accelerated slightly in January 2016, from 4.5% previous to 4.6%, 
due to a slight acceleration in Household Mortgage Credit from 4.4% previous to 
4.5% in January. 

 The non-mortgage area of household sector credit extension came in 
with slightly high growth than the Mortgage Credit component, to the tune of 
4.7%, unchanged from the prior month. 

 While current household-related credit growth remains mild, we believe 
that it needs to be slower, given that the pace of household income growth in 
the currently weak economy is also likely to be sluggish. Slow credit growth is 
important in order to sustain the trend of recent years towards a lower 
Household Sector Debt-to-Disposable Income Ratio, a trend we believe to have 
been a positive development in recent years given a high level of indebtedness. 

 The new mortgage lending environment appears to be weakening, with 
signs of slowing activity levels in the residential market. The Leading Business 
Cycle Indicator for South Africa normally leads the trend in new mortgage 
lending growth, and this has been declining for some time.  Therefore, in the 
near term we may begin to see slowing in mortgage book growth starting, which 
may contribute to slowing in total Household Sector Credit. 

 Ooba and Deeds data stats point to very little in the way of any 
significant recent changes in banks’ credit “appetite” or lending criteria. 



 

HOUSEHOLD CREDIT GROWTH SLOWS 

Growth in Outstanding Household Sector Credit remained moderate, but rose very slightly in January, from 4.5% 
year-on-year in the previous month to 4.6%. This continues a period of mildly elevated credit growth, after a prior 
acceleration last year from a low of 3.2% as at May 2015. 

This very slight acceleration comes as a result of a slight acceleration in growth in Household Mortgage Credit 
Outstanding, from 4.4% in the previous month to 4.5% in January. This is not seen as the result of any 
acceleration of growth in new mortgage loans granted of late, but rather as the lagged impact of an acceleration 
in new mortgage lending growth a few years ago. More recently, it would appear that new mortgage lending 
growth has actually been slowing, but such are the leads and lags between new lending growth and mortgage 
book growth. 

Simultaneously, Household Sector Non-
Mortgage Credit growth remained slightly 
above Mortgage Credit growth in January, to 
the tune of 4.7%. Non-Mortgage Credit growth, 
however, has slowed dramatically over the past 
3 years, from a high of 24.6% year-on-year as at 
November 2012. 

Instalment sales Credit is the biggest “drag” on 
Household Sector Credit growth, having 
recorded a mere 2.4% year-on-year growth in 
January. Overdrafts to Households grew by 
4.1%, Credit Card Debt by 5.4%, and General 
Loans and Advances by 7.7%. 

Weak Instalment Sales Credit growth is a 
reflection of weak consumer confidence and its dampening impact on durable consumer goods consumption, 
notably motor vehicle sales. 

We believe that slowing growth in both Non-Mortgage and Mortgage Credit to Households will be the order of 
the day in the coming months, especially given the SARB’s further 50 basis point interest rate hike in January,  and 
with the economy still expected to weaken further in 2016 along with further rate hiking. 

MORTGAGE-TO-NON-MORTGAGE SHARES OF TOTAL CREDIT MOVING ALMOST SIDEWAYS 

The years of slow growth in Household Sector Mortgage Credit since the end of the pre-2008 Boom appear to 
have largely “normalized” its share of total Household Credit, if we consider pre-boom levels to be “normal.  

Whereas Mortgage Credit’s share of total Household Credit rose from 62.4% early in 2001 to 70.2% by 2009, this 
percentage has since dropped back significantly to 58.4% by January 2016. 
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WE NEED A SLOWER HOUSEHOLD CREDIT GROWTH RATE  

While 4.6% growth is moderate, important to bear in mind is that, under the current economic conditions, 
Household Sector Disposable Income growth is also battling to grow at any significant pace. This means that, even 
at the current pace of Household Credit growth, it may prove difficult to lower the debt-to-Disposable Income 
Ratio further, and thereby reduce the vulnerability of the Household Sector to interest rate moves and economic 
“shocks” 

It is crucial that Household Sector Credit growth 
thus remains pedestrian in order to lower the 
Debt-to-Disposable Income Ratio further, 
because in a weak economic environment 
where the possibility of recession is significant, 
we can’t expect much strength in Household 
Disposable Income growth in the near term. 

Moderate mortgage advances growth since the 
end of the 2000-2007 Residential Boom/Bubble 
has been key to the declining trend in the 
Household Debt-to-Disposable Income Ratio, 
due to the sheer size of the Mortgage Credit 
category. From a high of 88.8% in the 1st 

quarter of 2008, the Household Debt-to-Disposable Income Ratio has declined noticeably to 78.3% by the 3rd 
quarter of 2015. This declining trend in the ratio has been greatly assisted by a drop in the Household Sector 
Mortgage Debt-to-Disposable Income Ratio from a 49.2% peak to 35.4% over the same period.  

Going forward, however, stagnant economic growth looks likely to keep income growth very slow, in turn 
requiring very slow household credit growth so as not to increase Household Sector vulnerability. Even January’s 
4.6% growth in credit may be too fast. 

THE NEW MORTGAGE LENDING ENVIRONMENT 

Late in 2015, the 4th year of broad economic growth deterioration, and the 2nd year of gradually rising interest 
rates, there was mounting evidence of the mortgage market responding to economic conditions in the form of 
slowing growth in Bonded Property Transaction Registrations. 

Growth in New Bond Registrations 

We attempt to identify all bonded transaction registrations by individuals (natural persons), with value below 
R10m, with the Deeds Office in order to estimate growth in what should be largely residential new mortgage 
lending. 

Examining year-on-year growth in the volume of Bonded Registrations, using a 3-month moving average for 
smoothing purposes,  from a high of 10.2% growth for the 3-months to December 2014, the rate had dwindled to 
an estimated -4.4% decline a year later for the final 3 months of 2015. The slowdown in year-on-year growth in 
the value of bonded registrations was also significant, from 16.8% in the final 3 months of 2014 to 0.6% for the 
final 3 months of 2015. 
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The broad slowdown in growth in bonded registrations since, a high point in 2013, is reflective of the gradual 
change in the bond affordability trend since around that time. Our Bond Affordability Index, the Average Bond 
Installment on the Average Value Bond/Average Employee Remuneration Ratio Index, declined (i.e. affordability 
improved) sharply from around 2009 to 2012, due to aggressive SARB (Reserve Bank) interest rate cutting at the 
time as well as wage inflation outstripping house price inflation. But this trend ended around 2012, and from 
2013 onward there has been a mild rise (deterioration) in the Bond Affordability Index, to the tune of 5.7% from 
the final quarter of 2013 to the 2nd quarter of last year, with interest rate hikes playing a key role.  

The result of the trend change in Average Bond Affordability from around 2012/13 has been a broad slowdown in 
the growth rate in the average value of bonds registered. From a high of 12.3% year-on-year growth as at the 3 
months to February 2013, the growth in average value of bonds registered had dwindled to 3.8% for the 3 months 
up to and including January 2016.  

 

The recent decline in bonded registrations is expected to be extended into 2016, with further recent interest rate 
hiking along with signs of still further slowdown in economic growth and residential demand this year. In recent 
quarters, we have seen the rate of decline in our FNB Estate Agent Survey Activity Rating picking up speed, usually 
a leading indicator of near term new mortgage trends, while FNB’s valuers have also reported perceived 
weakening in residential demand in recent months.  

It is possible that December Deeds data is not yet quite complete yet, implying possible revisions as more data 
gets added in coming months. But it would appear that growth in new lending had slowed late in 2015 regardless. 

While bonded registration data is somewhat 
rough, broadly speaking the growth 
fluctuations in lending track the growth 
direction of the Leading Business Cycle 
Indicator with something of a lag. The recent 
year-on-year decline in the South African 
Leading Indicator (OECD version), thus suggests 
that the decline in volume of bonded 
registrations still has a way to go, as the 
economy heads  into an even weaker growth 
period in 2016. 
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Home Loan Cancellation Risk – still low 

The weak economic environment keeps the 
pace of housing “turnover” slow, as a high 
percentage of home owners stay in the same 
home for longer, and speculative activity 
remains muted. 

This remains reflected in the relatively low 
percentage of properties, currently being sold 
by individuals, which were purchased within 
the past 2 years. Whereas this level was an 
extreme 33.35% of all properties traded by 
individuals (Natural Persons) back in July 2006 
at the height of the boom, in January 2016 it 
remained a lowly 10.09%, albeit having risen 
marginally from a post-Boom low of 7.81% at a 

stage of 2012. 

This slow pace of turnover is a key positive for mortgage lenders’ profitability, as it increases the possibility of 
home loans remaining on their books for longer. This is important because, given a significant cost of putting a 
home loan on the books, it can take a considerable time before one reaches “break even” on a home loan and 
starts to make money.  

Recently, there may be early signs of a trend towards households remaining in one home for even longer, which 
would be a natural consequence of the post-2011 multi-year economic growth slowdown. We say “possible early 
signs”, because there has been a mild decline in the “Percentage of homes being sold that were bought within the 
previous 12 months”, from a 3.89% “high” in April 2015 to 3.04% in January 2016.  

Given the likelihood of a slowing economy and residential market in 2016, the pace of turnover should be 
expected to slow. 

A lower home loan cancellation risk since the end of the boom years has also been reflected  in less aggressive 
drives by mortgage lenders to “switch” home loans from rival banks. 

Examining deeds data for bond registrations, we estimate that as for the 3 months to December 2015, 4.4% of all 
bond registrations for individuals (natural persons) were “switches”. This estimate has slowed since the 9.8% for 
the 3 months to May 2015, and remains very subdued since the 15.3% high back in March 2008, which was right 
at the end of the “Market Share War” of the boom years. The timing of the peak of boom time switching suggests 
that switching activity can become more aggressive towards the end of a strong growth period, as mortgage 
lenders try to sustain their sales growth where “natural” market growth is starting to slow. To date, we haven’t 
seen signs of a noticeable re-emergence of such actions yet. 

13.93%

2.79%

3.89%

3.04%

33.35%

10.09%

0%

5%

10%

15%

20%

25%

30%

35%

40%

2000 2003 2006 2009 2012 2015

Estimated  Frequency of Repeat  Property 
Transactions by Individuals (Natural Persons)

Percentage of 
homes being sold 
that were bought 
within the 
previous 12 
months

24 months

15.3%

4.4%

0.0%

2.0%

4.0%

6.0%

8.0%

10.0%

12.0%

14.0%

16.0%

18.0%

2000 2002 2004 2006 2008 2010 2012 2014

Estimated Level of Switching of Bonds (Volume) -
% Share of Total Bond Registrations

Estimated percentage of newly registered bonds deemed to be bonds switched from 
one bank to anothe - 3-month moving average

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015

Share of Bonds by Loan Type (Volume) 
- 3-Month moving average

1st Bonds

Switches

Further Loans



 

The other potential indicator of “market madness”, i.e. Further Loan registrations, also remains relatively 
subdued at an estimated 16.5% of total registrations in the 3 months to December 2015, down from a relative 
high of 23% in the 3 months to September 2015. This remains a far cry from frequently being above 30% in the 
last years of the boom period around 2005-7. 

Therefore, the Mortgage Market continues to appear largely “rational”, overwhelmingly dominated by 1st 
Bonds registrations. These made up 79.2% of total bond registrations by individuals in the 3 months to 
December 2015, far above the estimated 50.7% reached in March 2007 at the back end of the boom. 

Lending Stance of Mortgage Lenders 

There has been little evidence of any meaningful shifts in banks’ lending criteria/approach in recent months. 
This is despite us having got the feeling for a 
while in the 2nd half of 2015 that mortgage 
lenders as a group did want their lending to 
grow a little faster, within the bounds of 
“responsible lending”, at a time when natural 
market growth was starting to “battle”. 

Using deeds data, our estimated Loan-to-
Purchase Price (LTP) Ratio was 0.898 as at 
January 2016. This was mildly up from 0.888 in 
July 2015, but this is not a meaningful rise, and 
the broader trend has been sideways since 
around 2011, after a prior noticeable rise from 
a low of 0.846 in mid-2009. At the current level, 
the average LTP remains well below the 0.948 
boom time high in June 2007.  

In the 2nd half of 2015, Oobarometer data 
hinted at a slightly easier credit environment if 
one looked at average deposit size. Although 
the average deposit as a percentage of 
purchase price did “jump” higher in recent 
months to 14.3% in January 2016, from 
November’s estimated 12%, even using a 3-
month moving average we find this data series 
to be volatile. Examining the 12-month moving 
average for greater smoothing, we actually saw 
further decline in the average deposit 
percentage through the 2nd half of 2015 and 
into 2016, from 14.4% for the 12 months to July 
to 13.6 for the 12 months to January 2016. 

Data source: Ooba 

There was a slight improvement in bank 
approval rates in the late stages of 2015, after 
prior deterioration, but we would not view this 
as a significant move however. 

As at January, the 3-month average decline 
ratio by all banks measured 43.8%. This is a 
little lower than the 2015 low of 45.4% for the 
3 months to November, but still higher than the 
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41.8% low reached in July 2015. We would not expect any meaningful improvement from here onward, given 
further interest rate hiking and economic weakness going into 2016. 

The Ratio of applications declined by one bank but approved by another has shown a little further rise in recent 
months, recording 30.9% for the 3 months to January 2016. 

Data source: Ooba 

Putting 1st and 2nd bank approvals together, 
Ooba’s “Effective” Approval Rate of 69.7% in 
the 3 months to January is a little up on the 
68.4% of November 2015, but still down on the 
71% high of July 2015. 

We would not expect this percentage to reach 
the July 2015 high point in the foreseeable 
future. Interest rates and weak household 
income growth are likely to curb the effective 
approval rate in 2016. But the rate still remains 
strong compared with the 57.3% low reached 
back in May 2010 not long after the 2008/9 
recession.  

 

Data source: Ooba 

Average Home Loan Pricing 

Where we saw an apparent mild increase in 
competition levels through the 2nd half of 2014 
and early-2015 was in the area of home loans 
pricing. According to the Ooba data, from mid-
2014 to October 2015, the average differential 
above Prime Rate had declined from 0.61% to 
0.27% by April 2015. 

However, since then this differential has moved 
broadly sideways, and recorded 0.33% above 
Prime as at January 2016. 

Data source: Ooba 
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MARKET SHARES AND INDIVIDUAL LENDERS’ RESIDENTIAL MORTGAGE CREDIT GROWTH 

The largest mortgage lender, Standard Bank, has seen its market share decline very slightly, from 34.1% at the 
end of 2014 to 33.8% by December 2015. Of the “Big 4”, Firstrand was the only one showing a mild market share 
gain through 2015, from 19.9% in January to 20.3% by November, but this growth has also seemingly come to an 
end, dropping back slightly to 20.2% in December. In terms of book growth rates, Firstrand’s year-on-year 
residential mortgage advances growth measured 5.6% in December, noticeably higher than 2.1% at the start of 
last year, while Standard Bank was next of the Big 4 with 3% 

The most aggressive major lender by a long way appears to be Investec, with its residential mortgage book 
growth at 25% year-on-year at December. The “Other” lenders, outside of the Big 5 banks, have also shown 
strong growth, off a very low base, to the tune of 18% year-on-year in December 2015. 

 

HOUSEHOLD SECTOR MORTGAGE CREDIT HEALTH 

Household Sector Mortgage Credit health has improved dramatically since the low point around 2009. From 84% 
in early-2009, the value of mortgage accounts that are current (“in good standing”) had risen to 91.4% of the 
value of the total mortgage book by the 3rd quarter of 2015. However, while interest rate hiking since 2014 
doesn’t yet appear to have caused any noticeable deterioration, this percentage has made no further 
improvement (increase) since late-2014. 

As at late-2015, therefore, we had not observed any meaningful signs of a deterioration in household mortgage 
credit health, and the level of mortgage accounts in good standing remains high. 
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OUTLOOK 

The slight acceleration in January Household Sector Credit growth is not significant. We continue to expect this 
growth to be contained well within single digit territory, and even to slow from the current rate in the near 
future. Such a slowdown in credit growth is expected on the back of rising interest rates and slowing economic 
growth. Such a slowdown is also desirable, given that disposable income growth is likely to be sluggish in 2016. 

With regard to the Mortgage Credit component, Deeds data has shown a broad slowing growth trend in the value 
of new bonded registrations, which should lead to a containment of outstanding mortgage loans growth. 

And by the 4th quarter of 2015, the smoothed year-on-year rate of change in our FNB Estate Agent Survey 
Residential Activity rating slowed to a -9.6% year-on-year decline. Trends in new mortgage loans approvals 
growth can lag this activity rating by up to 4 quarters, so it seems to point to further new mortgage lending 
slowdown to come. 

We thus believe that further slowing in new mortgage lending growth is due. This in turn should lead to growth in 
mortgage credit outstanding starting to slow in the not too distant future, helping total household credit growth 
to lower levels. 


