
 

 
 

5 April 2016 
 
 
 

MARKET ANALYTICS AND 
SCENARIO FORECASTING 
UNIT: FNB HOME LOANS 

 
 
 

JOHN LOOS:  
HOUSEHOLD AND PROPERTY 

SECTOR STRATEGIST 
 FNB HOME LOANS 

087-328 0151 
john.loos@fnb.co.za 

 
 
 

THEO SWANEPOEL: 
PROPERTY MARKET 

ANALYST 
FNB HOME LOANS 

087-328 0157 
tswanepoel@fnb.co.za 

 
 

 

The information in this publication is 
derived from sources which are regarded 
as accurate and reliable, is of a general 
nature only, does not constitute advice and 
may not be applicable to all circumstances. 
Detailed advice should be obtained in 
individual cases. No responsibility for any 
error, omission or loss sustained by any 
person acting or refraining from acting as 
a result of this publication is accepted by 
Firstrand Group Limited and / or the 
authors of the material. 

 
First National Bank – a division of FirstRand 
Bank Limited. An Authorised Financial Services 
provider.   Reg No. 1929/001225/06 
 

 

PROPERTY BAROMETER  
FNB Estate Agent Survey – Buy-to-let Home 

Buying 

The stable buy-to-let picture continues, according to 
the 1st Quarter 2016 FNB Estate Agent Survey. 

In the 1st Quarter 2016 FNB Estate Agent Survey, the Buy-to-Let market 
continues to be portrayed as a very “stable” looking one with little in the 
way of “fireworks”.  

The picture continues to be one of moderate buy-to-let activity levels, but 
at the same time limited selling of rental/investment properties. 

At the current time of economic weakness and high real home values, by 
South Africa’s historic standards, such a stable and “ordinary” situation is 
probably to be expected, and is in many ways healthy.  

BUY-TO-LET BUYING PERCENTAGE MOVES SIDEWAYS  

The 1st quarter 2016 FNB Estate Agent Survey once again pointed to little 
“excitement or exuberance” in the level of buy-to-let home buying, which is 
not necessarily a bad thing at the present time. 

As a percentage of total home buying, buy-to-let purchases are estimated by 
survey respondents to have moved sideways, remaining unchanged on the 
previous quarter at 9% in the 1st quarter of 2016. 

This 9% estimate has been recorded in 6 of the past 7 quarters, an indication 
of what we mean when we refer to “stability”. 
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The recent estimates of buy-to-let levels remain moderate by comparison to last decade’s boom period, where 
they were estimated as high as around 25% of total home buying at a stage back in 2004. Admittedly, it is difficult 
to ascertain what would be a “normal” percentage in weak economic times such as the current ones, because we 
do not have a survey history dating back to previous “super-cycle” periods of economic weakness before last 
decade’s boom period. 

Examining potential drivers of buy-to-let buying, it is realistic to expect the moderate levels to continue. Of 
course, buy-to-let buying along with leisure home buying is a non-essential purchase, and as such can be expected 
to be constrained in times of economic weakness and rising interest rates. 

One of the big attractions of buy-to-let buying for many is the expected capital growth that can be achieved, but 
house price growth generally remains benign at present. For those more focused on the rental income stream, 
there has been some yield “compression” since 2014 too, also reducing buy-to-let attractiveness mildly in recent 
years. The StatsSA CPI for Actual Rentals did see its inflation rate accelerate mildly in December 2015, from a 
previous rate of 4.94% year-on-year to 5.17% (Next CPI rental survey due in March 2016 CPI release). But this 
rental inflation has not yet overtaken average house price inflation, so as at the 4th quarter of last year we still 
estimated the average yield on residential property to be on its declining trend. 

From a peak of 8.78% at the end of 2013, our revised National Average Gross Yield has declined to 8.48 by the 
final quarter of 2015, compressed by a period of relative home buying market strength in recent years, 
contributing to a less attractive buy-to-let opportunity for those focused on yields. 

We have created an additional measure with which to measure secondary property buying, using Deeds data for 
transactions by individuals (“Natural Persons”). Here, we estimate the number of secondary properties owned by 
individuals (i.e. where someone owns more than 
one property) to be about 16.2% of all the 
properties identified. This ratio has flattened 
out in recent years, after a noticeable boom 
time rise during last decade.  

Examining the growth rate in the number of 
these secondary properties, by February 2016 it 
was a moderate 3.3% year-on-year. This, too, is 
a far cry from a 26% growth rate in mid-2005. 

Important to understand is that secondary 
properties includes those for purposes other 
than buy-to-let buying, including purchases for 
use by relatives or for leisure purposes. 

However, one would expect that holiday home 
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buying, like buy-to-let buying, would probably also be at moderate levels in the currently weak economic times. 

SELLING OF INVESTMENT PROPERTIES STILL PERCEIVE AS LOW 

While investment property buying levels are 
seen as “moderate”, the level of selling of such 
properties is also perceived “moderate”. 

We ask agents to estimate the portion of all 
properties sold that are believed to be 
investment properties being sold due to owners 
not earning the type of investment income that 
they had anticipated. For smoothing purposes, 
we use a 4-quarter moving average percentage, 
and find the average for the 4 quarters up to 
the 1st quarter of 2016 to be 3.25%%, 
unchanged from the prior quarter. This 
percentage remains relatively low, having been 
as high as 10.25% at a stage of 2010. 

In short, therefore, while buy-to-let buying levels are not seen to be setting the world alight at present, buy-to-let 
property selling appears even more modest. It is thus plausible that we are still seeing small positive growth in the 
ownership of investment properties, as suggested by our deeds data estimated of the number of secondary 
properties in existence. 

PERHAPS SURPRISINGLY, AGENTS BUY-TO-LET EXPECTATIONS ARE SLIGHTLY MORE OPTIMISTIC 

Interesting in the 1st quarter survey, is that the 
agents surveyed appear to have slightly more 
optimistic expectations regarding levels of buy-
to-let home buying growth in the near term.  

In our survey, we ask them to state whether 
they expect buy-to-let demand to increase 
(which gets a rating of +1), stay the same (rated 
as zero) or decline (rates as -1). 

The FNB Buy-to-let Market Confidence 
Indicator is the weighted average of these 
different expectations, and the 1st Quarter 
2016 survey came out at a slightly higher level 
than the prior few quarters, at 0.1 (scale of 1 to 
-1).  

CONCLUSION 

The picture that continues to emanate for the Buy-to-Let Residential is one of “stability”, which includes 
moderate buying levels and moderate selling levels. We believe that in the current time of economic weakness, a 
lack of “exuberance” in this market is probably a positive thing. Important to realize is that this segment of the 
Home Buying Market  is more cyclical than the more essential Primary Residence Buying. 

Therefore, a “lack” of Buy-to-Let buying, can limit the “downside risks” to the residential market, and thus 
stabilize it, when the economy is on a deteriorating path, because this form of residential demand can weaken 
more sharply when economic downturns occur. 
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