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SA economics: April HPI 6.9% y/y 
HPI surprises to the upside again despite headwinds 

Mortgage advances slowed in March, easing household credit extension 

 The Standard Bank House Price Index (HPI) rose to 6.9% y/y in April from 6.7% y/y in 
March. The freehold property price index continued with impressive growth, rising to
9.1% y/y from an upwardly revised 8.7% y/y (originally 8.5% y/y) in March. And the
sectional title price index slowed to 7.6% y/y from a downwardly revised 7.9% y/y 
(originally 8.1% y/y) in March (fig 1). 

 This upside surprise in the HPI occurred despite mortgage advances losing momentum
in March. Mortgages decelerated to 4.5% y/y in March from 4.7% y/y in February (fig 
6). The decelerating mortgage advances is in line with our estimation that there is a
general decline in purchasing activity in the property market (fig 3).  

 The average house price applied for with Standard Bank in April was R1 28,790, up 
from an average of R991,860 in Q1:16. Total income for an average buyer increased
to R54,358 pm, from R53,015 pm in Q1:16 (fig 9). We estimate that mortgage 
affordability deteriorated in April 2016, compared to the Q1:16 average, as measured 
by price-to-income ratio which gives a multiple of the purchase price of the average
house relative to the buyer’s income; higher ratios indicate worse affordability. In April, 
the average purchase price was 1.58 times the average annual income, up from 1.56 in
Q1:16 (fig 4). This reflects that relative to income, the average purchase price grew 
faster during this period, thereby reducing affordability.  

 We disaggregate mortgage demand by buyers’ total income to assess affordability at 
different income groups by estimating the corresponding price-to-income ratios. We 
find that buyers falling into lower income groups (earning less than R16,500 pm) have 
much higher price-to-income ratio compared to their middle income (R16,500 pm -
R123,400 pm) and upper income (R123,400+ pm) counterparts (fig 5). On average, 
in April lower income earners sought to purchase a house 2.64 times their annual
income, compared to middle income and upper income earners who sought to purchase
properties in multiples of 1.71 and 1.00 their annual income respectively. 

 Further, we disaggregate mortgage demand by the type of account, i.e., “joint 
account” holders (those assessed on the basis of total household or joint income, and 
we estimate that these constitute 48% of total) and “private individuals” (52% of 
total). We find that on average, joint account holders appear better off compared to 
the “private individuals” account holders. We estimate that, although it worsened in 
April, the price-to-income ratio for joint account holders is relatively lower (1.47 versus 
1.67), displaying their superior mortgage affordability status (fig 4). This is despite 
joint account holders preferring higher priced homes, at an average of R1,135,000,
compared to private individuals who, on average, sought to acquire a home priced at 
R940,000. This affirms that buying property via a joint mortgage results in increased 
purchasing power and ultimately better affordability. 
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 Looking ahead: on quarterly basis, HPI is lagging inflation (fig 2) which we expect 
to average above the upper target band (6%) this year (fig 7). In real terms, HPI 
averaged -0.7% y/y in Q1:16, and has been negative since Q2:15. The last time 
HPI registered negative real growth for four or more consecutive quarters was 
Q2:08 to Q1:10 (fig 2), coinciding with the period of house market slowdown and 
the 2009 recession in the wake of the global financial crisis. We do not foresee HPI 
trending above inflation this year. 

 As we noted in our March publication, the ongoing upside surprise might be in 
keeping with the historical relationship between interest rates and the Standard 
Bank HPI (fig 8). This relationship is generally negative; at the start of a rate hiking 
cycles it turns positive, and house prices rise with rates; at some point, however, 
interest rates become prohibitive and the more generally negative relationship 
manifests. 

 

Figure 1: HPI ticks up, as freehold properties continue to 
outperform sectional titles 

Source: SBG Research 
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Figure 2: HPI is lagging inflation, registering negative 
real growth for four consecutive quarters for the first 
time since 2008 

 

Source: Stats SA, SBG Research 
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Figure 3: We estimate sales volumes have been declining 
since Jan-16 

 

Source: SBG Research 
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Figure 4: Affordability deteriorated in April as depicted by
a higher average price/income ratio for the average 
buyer; purchasing a home via a joint account improves 
purchasing power and therefore affordability versus 
private individual account 

 

Source: SBG Research 
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Figure 5: Higher price/income ratio for  the lower income groups (earning < 
R16,500), relative to their middle income (R16,500 - R123,400) and upper 
income (R123,400+) counterparts is indicative of their  lower affordability 

Source: SBG Research 
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Figure 6: Mortgage advances decelerated in March 2016 

 

Source: SARB, SBG Research 
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Figure 7: We expect inflation to average above the upper 
band target of 6% y/y in 2016; HPI has been lagging a 
little below average CPI on a quarterly basis  

 

Source: Stats SA, SBG Research 
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Figure 8: Generally the relationship between the prime rate and the Standard 
Bank HPI is negative but at the start of each rate hiking cycle there tends to be 
a positive relationship, until rate hikes reach a certain, more prohibitive, level; 
currently we appear to be in that phase 
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Note: Key to estimating changes in home prices over time is accounting for the 
heterogeneity of houses, so as to isolate the change in price that is exclusively 
attributable to changes in market demand and supply conditions. To this end, the 
Standard Bank House Price index tracks the movements of assessed values per square 
metre of those properties for which Standard Bank has granted mortgage finance. A 
moving average is applied to emphasise core trends and minimise the undue influence 
of any outliers present in the data. The most recent index and price growth data may be 
subject to updates, owing to, for example, the administrative lag typical of business 
processes. 

 

Figure 9: Average house price R1,028,800 and income 
R54,400 in April 2016 
 Ave. Income Ave. Purchase Price 
Q1 2015 R 47 478 R 875 438 
Q2 2015 R 47 889 R 922 442 
Q3 2015 R 50 173 R 962 469 
Q4 2015 R 51 212 R 953 594 
Q1 2016 R 53 015 R 991 860 
Apr-16 R 54 358 R 1 028 790 
Source: SBG Research 

Figure 10: HPI index (%y/y) 
 2011 2012 2013 2014 2015 2016 
January 5.5 6.7 7.9 4.8 7.4 5.2 
February 5.5 8.3 7.0 4.9 6.7 5.5 
March 6.7 7.0 7.8 5.2 4.9 6.7 
April 7.2 6.5 7.4 5.7 4.1 6.9 
May 6.6 6.9 6.9 6.7 4.4  
June 6.5 7.1 7.8 7.3 4.4  
July 8.0 6.6 7.9 8.6 4.1  
August 6.9 6.5 7.5 9.5 3.7  
September 7.2 7.1 6.1 10.4 4.2  
October 7.7 7.5 6.2 10.8 3.5  
November 7.8 7.9 6.4 8.6 4.6  
December 7.8 7.9 5.0 8.6 4.6  
Source: SBG Research 
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