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PROPERTY BAROMETER  
FNB Estate Agent Survey Activity Levels 

After a mild improvement in residential demand in the 1st 
quarter, which may have been the reason for slightly stronger 
house price growth a quarter later, the 2nd Quarter 2016 FNB 
Estate Agent Survey once again pointed to weakening in 
demand and activity levels resuming. 

KEY POINTS 

Examining the 2nd Quarter 2016 FNB Estate Agent Survey results for 
Residential Market Activity and Demand perceptions of agents, it would 
appear that the 2nd quarter once again points to housing market and possibly 
economic weakening coming. This comes after a mild strengthening in the 1st 
Quarter results, and it was that 1st Quarter improvement that may have been 
reflected in mildly faster national average house price growth 1 quarter later 
in the 2nd Quarter of this year. 

 In the 2nd quarter 2016 FNB Estate Agent Survey, our sample of estate 
agents surveyed point to a further slowing in activity levels in the residential 
market. Being something of a “leading” indicator for the economy, this activity 
rating is possibly pointing to further economic growth weakening in the near 
term, after an apparent small improvement recently. 

 The 2nd Quarter 2016 Residential Activity Indicator declined to 5.77, 
from the previous quarter’s 6.39. The cumulative decline has now become 
noticeable since the 6.73 high of the 1st quarter of 2015. 

 Our statistically Seasonally Adjusted Residential Activity Rating also 
declined in the 2nd quarter of 2016, from 6.11 in the 1st Quarter to a level of 
5.9. However, in the 1st quarter of 2016, this version of the Activity Rating had 
shown a virtual “treading of water “, stalling its broader downward trend. This, 
coupled at a brief year-on-year rise in the average number of serious viewers 
per show house in the 1st quarter, suggested a temporary housing demand 
improvement in the 1st quarter. It was that 1st quarter improvement that we 
believe to be reflected in a mild acceleration in national average house price 
inflation in the 2nd quarter of 2016. 

 On to the 2nd Quarter 2016 survey results, however, and we saw a 
resumption of noticeable seasonally adjusted and year-on-year decline in the 
Residential Activity rating, as well as a year-on-year decline in estimated average 
number of serious viewers per show house. This would suggest that, after a 
briefly improved economic period in the 2nd quarter of 2016 (the economy lags 
housing activity), as we head into the 3rd quarter it is possible that we see 
renewed economic weakening. 

 Agent near term expectations of activity levels have, in recent quarters, 
been moderating, and there has been a significant rise in the percentage of 
survey respondents pointing to “Economic Stress and Pessimism”. 



 

 

ESTATE AGENT ACTIVITY RATING HINTS AT WEAKER ECONOMY STILL COMING IN H2 2016 

In the 2nd quarter 2016 FNB Estate Agent Survey, our sample of estate agents surveyed point to a further 
slowing in activity levels in the residential market. Being something of a “leading” indicator of the economy’s 
direction, this activity rating is possibly pointing to economic growth weakening in the near term. 

In our previous Property Barometer report relating to the FNB June House Price Index, we reported a mild 
acceleration in average house price growth in the 2nd quarter. While this is very much a Western Cape story, we 
did make mention of a slightly “less weak” economy in the 2nd quarter, compared to the 1st quarter, possibly 
playing a minor role too. 

Important, though, is to understand that trend changes in house price growth may come with something of a lag, 
following on trend changes in residential demand and activity levels. Estate agents are arguably the 1st group in 
the housing market to feel any changes in demand and activity, as “feet through doors” of show houses come 
well before transactions are concluded and prices are set. 

These changes in activity levels in the housing market, in turn, are driven by early changes to the economic 
environment, which drive home buyer confidence levels up or down. Interest levels in the housing market 
respond very quickly to changes in the economic or interest rate environment, and as such our FNB Estate Agent 
Survey Residential Activity Rating can often be a useful Leading Economic Indicator. 

Yes, a facet of the Residential Property Sector is a leading indicator of the economy, not house price inflation 
necessarily but rather activity levels, as experienced in the world of an estate agent, as households begin to show 
interest in prospective buying or selling of homes. 

FNB ESTATE AGENT SURVEY MARKET ACTIVITY RATING 

The South African component of the FNB Estate Agent Survey is of a sample of estate agents predominantly in 
SA’s major metro regions. A key question asked to agents is with regard to their perceptions of residential market 
activity in their areas, a subjective question on a scale of 1 to 10, with 10 being the strongest level of activity. 

The 2ND Quarter 2016 Residential Activity 
Indicator declined to 5.77, from the previous 
quarter’s 6.39. The cumulative decline has now 
become noticeable since the 6.73 high of the 1st 
quarter of 2015. 

Quarter-to-quarter fluctuations, however, can 
be driven to a significant degree by seasonal 
factors prevalent in the housing market. To 
examine the strength of the market excluding 
seasonal factors, we create a statistically 
Seasonally Adjusted Activity Rating. According 
to this measure, too, the Activity rating 
dropped in the 2nd quarter of 2016, from 6.11 in 
the 1st Quarter to a level of 5.9.  

Given such a decline in the Activity Rating, this could beg the question as to where the 2nd Quarter acceleration in 
average national house price inflation comes from (which we outlined in our previous Property Barometer report 
on 4 July 2016). Important is that house prices are not merely determined by activity levels but by the level of 
supply versus the level of demand. Furthermore, however, the 2nd Quarter rise in house price growth has more to 
do with demand and activity levels in preceding periods. And in the 1st Quarter of the year, while the non-
seasonally-adjusted Activity Rating rose from the prior quarter, the Seasonally Adjusted Activity rating saw its 
downward trend virtually “temporarily” stall at  6.11, almost unchanged from 6.12 in the final quarter of 2015. 
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This virtual “treading of water” in activity levels 
appears to have been brought about by a slight 
rise in demand during the 1st Quarter, which 
respondents in the survey point towards when 
estimating the average number of “serious 
viewers” of show houses. 

In the 1st Quarter 2016 survey, they estimated 
the average number of serious viewers per 
show house to have risen from 11.3 in the 
preceding quarter to 11.6, but more 
significantly, this was up from the 11.05 
viewers for the corresponding quarter of 2015. 

 

In year-on-year terms, the FNB Estate Agent 
Survey’s Activity Rating did decline in the 1st 
Quarter of 2016, but that rate of decline 
diminished from -8.9% in the prior quarter to     
-5.1%. 

Thereafter, however, the year-on-year decline 
once again picked up some pace in the 2nd 
quarter of 2016. 

 

 

 

In short, the FNB Estate Agent Survey pointed in some way to a “temporary” stalling in the national housing 
market’s weakening demand and activity trend during the 1st quarter of 2016. This is perhaps reflected in a 
slightly improved house price growth rate a quarter later in the 2nd quarter of 2016. However, during the 2nd 
quarter, a resumption of weakening in demand and activity levels, as perceived by respondents in the survey, 
suggests that a return to slowing average house price growth could resume in the near term. 

THE ACTIVITY RATING AS A LEADING ECONOMIC INDICATOR 

In the Residential Activity Rating’s short 12 year history, the short term trend changes in its year-on-year rate of 
change appear to have very often led or corresponded with the trend changes in Leading Business Cycle 
Indicators such as those of the SARB (Reserve Bank) or the OECD, as well as leading real economic growth. 

This should be expected. As is the case with durable consumer goods such as new vehicle sales, residential 
demand is highly sensitive to interest rate movements as well as disposable income growth trend changes, both 
items presenting major financial risks to households due to the high cost, while also being highly credit financed. 

So, while sentiment in the residential market (due to a home being seen by many as an investment, not just a 
consumer item) can often keep this market at solid levels of transaction activity until after vehicle sales have 
already fallen significantly, the short term growth fluctuations in this activity nevertheless do appear to have a 
“leading indicator” nature.  

For analysis purposes we smooth the Activity Indicator very lightly with a Hodrick-Prescott Function, in order to 
remove some quarter-to-quarter volatility and view the broader multi-quarter movements. A comparison of year-
on-year rates of change in the Residential Activity Rating and the OECD Leading Indicator often shows a time lag 
time between  growth “mini-peaks” in the Activity Rating and the Leading Indicator, the latter trailing the former, 
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and “mini-troughs”. The lag time between the “mini-peaks” of the two variables can be around 1 to 3 quarters it 
appears. 

Comparing the growth troughs of the 2 indicators, however, the Residential Activity Rating appears to have a 
longer lead time over the Leading Indicator of 3-4 quarters. 

While leads and lags can vary, that there appears to typically be a lag could mean that the recent quarters of year-
on-year decline mean further decline in the OECD Leading Indicators in quarters to come. 

 

Similarly, comparing the peaks and troughs in the Residential Activity Rating growth rate with the highs and lows 
in a lightly smoothed year-on-year Economic Growth series, we see economic growth peaks lagging the 
Residential Activity Rating growth peaks by 2-4 quarters, and the troughs by 4-6 quarters. Given that the year-on-
year rate of decline in Residential Activity had not bottomed prior to the 2nd Quarter of 2016, this may suggest 
some quarters of economic growth deterioration to come (after a possible briefly “less weak” 2nd quarter of 
2016). 
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The peaks and troughs in year-on-year employment growth, too, lag those of the Residential Activity Rating by a 
good number of quarters. That would suggest that the more recent start of another slowdown in year-on-year 
employment growth has some way to go before bottoming, and possibly going into a period of all out year-on-
year decline in the near term. 

 

And, finally, the year-on-year decline in the Activity rating appears to be a good leading indicator of trends in 
growth in the value of new mortgage credit granted. With a 3-4 quarter lag at the peaks, and a longer 4-6 quarter 
lag at the lower turning points in growth, that the Activity rating is still in year-on-year decline suggests a near 
term decline in the value of mortgage loans granted to come (using NCR new mortgage data). 
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RESIDENTIAL ACTIVITY EXPECTATIONS – ECONOMIC WEAKNESS BEING INCREASINGLY FELT 

On balance, agents expected very little near term strengthening in residential activity levels in the 2nd quarter 
survey. We ask agents for their expectations of residential activity levels in the near term, i.e. the three months 
subsequent to when the survey takes place, requesting them to choose between 3 options, namely that activity 
will “strengthen”, “weaken”, or “remain the same”.   

In the 2nd quarter survey, 13% of agents expected activity to increase in the next 3 months, while 57% expected it 
to stay the same and 30% expected a decrease in activity.  

This weak expectation is to be expected when one moves into the slow winter period, seasonality thus playing a 
major role in dampening expectations. Nevertheless, recent weak readings appear to be more than just about 
seasonal factors.  

The “Home Buying Confidence Indicator” in its unsmoothed form, the combined result of the various agent 
expectations, declined from the previous level of +0.01 (on a scale of 1 to -1) to -0.17, as one could expect with 
the winter season’s lull approaching at the time of the survey. However, it is also lower than the 2nd quarter of 
2015’s positive reading of +0.01, implying a year-on-year decline. 

In order to examine the broader picture 
regarding estate agents activity expectations, 
we use a 4-quarter moving average of the 
“Home Buying Confidence Indicator”. This 4-
quarter average for the indicator has shown a 
noticeable decline to a low similar to that last 
seen in early-2012. 

Therefore, even free of seasonal fluctuations, 
the Home Buying Confidence Indicator of 
recent quarters has pointed to a sample of 
estate agents’ expectations moving nearer 
“neutral”, which is the zero level where the 
number expecting strengthening activity would 
equal those expecting a decline. 

In a follow up question to the agent activity 
level expectations questions, we ask agents to 
provide us with the factors that influence their 
near term expectations of activity in either a 
positive or negative way. 

Of key concern, though not surprising, is that 
the most commonly cited factors relate to 
“Economic Stress/Pessimism”, cited by 41% of 
respondents, while “Positive Consumer 
Sentiment” is only cited by 9%. 
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This reflects a broad deterioration in agents’ 
perceptions of sentiment in the market, with 
the percentage citing “Economic 
Stress/Pessimism” having risen steadily since 
early-2015, while the percentage citing 
“Positive Consumer Sentiment” having declined 
further over the same period. 

 

 

 

 

 

REGIONAL AND SEGMENT ACTIVITY RATINGS 

Due to survey sample size becoming smaller 
when segmenting the Estate Agent Survey 
results, we use a 2-quarter moving average in 
order to smooth out volatility. 

Examining the 2-quarter averages by major 
region, for the 1st 2 quarters of 2016 Namibia’s 
agents sample was still slightly more upbeat 
about activity levels than were SA’s total group 
of survey respondents. 

Within South Africa, however, it was the Cape 
Town agents that showed the highest average 
activity rating of 6.38 during the period, while 
Johannesburg had the lowest (5.89). 

Examining the 2 countries by Area Income 
Segments, we found it to be the High Net 
Worth Segment in both countries that had the 
lowest Activity ratings, while the Lower-to-
Middle Income Area End was generally the 
stronger part of the market.  

In South Africa, the Middle Income Areas 
(average price = R1.53 million) showed the 
highest Activity ratings of the 4 income area 
segments, i.e. 6.30 versus a slightly slower 6.27 
for the Lower Income end (average price = 
R820,800). 
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CONCLUSION 

The Residential Property Sector can be a useful “leading indicator” of near term economic activity, if one looks at 
the right variables. House prices, while being the most scrutinized of all housing market data, are not necessarily a 
leading indicator. Rather, indicators of activity levels as experienced by estate agents in their world are seemingly 
the most useful as a “heads up” for future near term economic trends. 

The ongoing year-on-year decline in the FNB Estate Agent Survey Activity rating points to further economic 
weakness to come. Although the 2nd quarter of 2016 may have been a slightly “less weak” economic quarter than 
the 1st quarter, the Activity rating’s bigger decline in the 2nd quarter, compared to the 1st Quarter, hints at possible 
renewed economic weakening in the 2nd half of 2016. Given the close proximity of recent economic growth 
figures to zero, this suggests the ongoing risk of recession. 

No single leading indicator is perfect, and at times leading business cycle indicators can “err”, for instance when a 
non-cyclical sector such as Agriculture receives a non-cyclical boost from, say, an improvement in weather 
conditions. Nevertheless, much of the time, the Residential Activity rating, and for that matter Residential 
Building Plans Passed, appear to be useful leading indicators, and they currently point to the likelihood of ongoing 
economic weakness in the near term. 


