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PROPERTY BAROMETER  
FNB Estate Agent Survey - Price Realism and Market 

Balance 

Is the national residential market beginning to move away 
from equilibrium? It’s too early to draw strong conclusions, but 

there are some hints. 

KEY POINTS 

The picture emanating from the sample of estate agents surveyed in the 2nd 
quarter of 2016 remained one of a “well balanced market”. However, 
indications are that the slowing demand trend has resumed in the 2nd quarter, 
after a brief stalling in the prior quarter, supply constraints are being 
alleviated, and the market balance may have begun to weaken. It is early days, 
but some quarterly deterioration in indicators of market balance or price 
realism begin to hint at a possible shift away from market equilibrium to 
come.  

 Average estimated number of viewers per show house declined to 9.64 
in the 2nd Quarter of 2016, down from 11.6 in the prior quarter, and below the 
11.05 estimate for the corresponding quarter a year ago. The cumulative decline 
in recent years has become considerable, from a high of 16.69 estimated in the 
2nd quarter of 2013. 

 The percentage of agents citing stock constraints as a factor in shaping 
their near term expectations declined to 10.7%, from 17.3% in the previous 
quarter. This is significantly down from the 24% high reached in the 1st quarter 
of 2015. 

 The market remains well balanced. However, the estimated average 
time of properties on the market showed a noticeable increase from a 
previous quarter’s 11 weeks and 1 day, to 13weeks and 4 days. Although it is 
too early to draw conclusions after only 1 quarter, and such an average time 
remains a fairly solid one still, this increase may hint at a near term shift in the 
market away from equilibrium. 

 Agents reported a slight further rise in the percentage of sellers having 
to drop their asking price, from 88% in the previous quarter to 92% in the 2nd 
quarter of 2016. This is noticeably higher than the 78% recorded back in the 2nd 
quarter of 2014. The estimated average percentage asking price drop, on those 
properties where a price drop is required to make the sale, was -9%, slightly 
more than the -8% of the previous quarter, but unchanged from the 2nd quarter 
of a year ago. 

 Agent perceptions of housing affordability have deteriorated mildly 
further, with as many as 31% saying that “income levels have got far behind 
house prices”. This is compared to 11% back in the 3rd quarter of 2014. 

  



 

 

 

IS THE RESIDENTIAL MARKET JUST STARTING TO MOVE AWAY FROM EQUILIBRIUM? 

It is important to understand that, due to significant resistance by home sellers to house price declines, in times 
of economic and residential demand slowdown the residential market often moves away from market 
equilibrium price. 

Therefore, the average market house price level, as depicted by a house price index, is not necessarily the 
“market equilibrium” price.  

In the residential market, there are various reasons for very strong resistance towards dropping prices to make a 
sale. Home sellers, for various reasons, are reluctant to sell for a lower price than what they purchased the house 
for, and often resist selling for a lower price than their often “inflated” idea of what the property is worth. This is 
due sometimes to the mortgage debt which they have to settle, sometimes to their belief that house prices never 
go down. It may also be because they see the home as an investment and  measure of wealth, and its value thus 
far more important than that of their consumer items. This “downward resistance” also perhaps stems in part 
from the competition amongst estate agents to obtain the selling mandate, with the agent who quotes the 
highest selling price more likely to get that all-important sales mandate. 

But perhaps a further key cause of this resistance is a miscalculation of the “holding costs” of a for sale home, 
should it remain on the market for a long time, as well as an “inflation illusion”, which means that if a seller has to 
wait a year to sell his house, due to an initially unrealistic asking price, it means that he has effectively dropped 
the asking price in real terms over that 12 month period, often without even realizing it. 

Whatever the myriad of reasons, this resistance towards dropping prices means that, when one gets a drop in 
residential demand, such as back around 2008/9, house prices don’t necessarily fall sufficiently in the short run to 
keep the market in demand-supply equilibrium. Rather, there may be some real price decline (or perhaps not 
even a decline if demand slow down is mild), but simultaneously a significant rise in supply relative to demand, 
and an increase in the average time of homes on the market. 

In such a case, the transaction prices being fetched in a relatively thin volume market may be above demand-
supply equilibrium price level, with the market remaining oversupplied for a long period of time and home 
holding costs substantially elevated in many cases. 

The theoretical representation 

A very simple representation of the theory on a demand-supply graph below appears as follows. Lets assume a 
sudden sharp interest rate hike. As this is not a house price-related residential demand-driver, the Housing 
Demand Curve would shift to the left from D1 to D2. The average price may not immediately decline, however. 
Therefore, the market initially shifts from point 1 to point 2 on the graph, the average price initially remaining 
unchanged but quantity demanded and transacted declining from a 6.5 to 2.5. Initially, however, the supply of 
homes remains at 6.5, and the market is oversupplied. This move to an oversupplied situation would be 
witnessed in an increase in the average time of homes on the market. The prices now getting transacted in the 

market at position 2 are above the market 
equilibrium prices. Only over a significantly 
longer period, would the market then gradually 
make its way to position 3 on the graph, as real 
prices gradually adjust down, resulting in a 
partial recovery in demand compared with that 
at Position 2. The market eventually finds a new 
demand-supply equilibrium at a lower 
transaction volume level than prior to the 
demand shift (Position 1), i.e. 4.5, but higher 
than straight after the initial demand drop. 
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We thus view the full extent of market weakness through house prices along with average time of homes on 
the market 

Given the market’s ability to move away from equilibrium price for lengthy periods, especially in times of 
economic weakening, it is important not only to focus house price trends. A sizeable part of the market weakness 
in such times can be seen in the estimated average time of homes on the market prior to being sold, with this 
average time often lengthening in periods where demand weakens but prices don’t fall “sufficiently”. 

This is all very important for both mortgage lenders and that group of borrowers who become financially stressed. 
That’s because, in cases of mortgage stress, homes need to be “offloaded” quickly in order to settle debt and 
avoid big holding costs. Often, in order to quickly trade out of the property, the financially-stressed home owners 
have to go to a level considerably below market equilibrium price to do this, and this may be a “negative equity” 
situation where the price fetched is insufficient to settle the debt outstanding. 

We’ve seen sufficient evidence of a broad economic weakening over the past 4 years or so, followed by the start 
of a rising interest rate trend from early-2014. And the FNB Estate Agent Survey has pointed to a broad slowing in 
residential demand from around 2014 (ignoring a temporary demand strengthening in early-2016), following the 
start of gradual interest rate hiking early in that year. 

SLOWING DEMAND – REFLECTED IN THE NUMBER OF SERIOUS SHOWHOUSE VIEWERS DECLINING 

One of the residential “demand-side” questions that is asked to the survey respondents, in the FNB Estate Agent 
Survey, is to give an estimate of how many serious viewers per show house they get before making the sale.  

After a mild rise in this estimated average 
number of serious viewers per show house to 
11.6 in the 1st quarter 2016 survey, up from 
11.29 in the previous quarter (a mildly stronger 
summer 2015/16 period which may have 
caused a brief strengthening in average house 
price inflation a month later in the 2nd quarter), 
the multi-year declining trend resumed, with 
the estimate number of viewers declining to a 
lowly 9.64 in the 2nd quarter of 2016. 

The cumulative broad decline in the estimated 
average number of serious viewers has become 
significant, from a 2nd quarter 2013 high of 
16.69. 

RESIDENTIAL SUPPLY CHALLENGES SUBSIDING 

As residential demand broadly subsides, so it appears to have begun to contribute to the alleviation of housing 
supply constraints. 

It is difficult to gauge the strength of supply of residential stock through asking survey respondents for their 
opinion. But when asking agents about their market expectations in the near term, we allow them to provide a list 
of factors that influence their expectations, both in a positive and a negative way 

After these stock constraints had intensified noticeably from 2012 to early-2014, assisted by relatively low levels 
of residential building activity since the end of the building boom in 2008, they began to diminish through 2015, 
as one would expect in most slowing demand environments. 
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After a noticeable “once-off” rise in the 
percentage of agents citing stock constraints as 
an issue in the 1st quarter of 2016, the 2nd 
Quarter survey saw a resumption of the 
declining trend, from 17.3% of agents in the 
prior quarter to 10.7%, the lowest percentage 
since the final quarter of 2012. 

 

 

 

 

 

SO ARE WE SEEING EARLY SIGNS OF THE START OF A SHIFT AWAY FROM MARKET EQUILIBRIUM PRICE? 

The key question around the estimated average time of properties on the market is would be the average time 
on the market that reflects market equilibrium? The answer to this is a subjective one, but our view is that the 
level is not far from 3 months average time on the market. From 2014, the estimated average time had been 
moving broadly sideways at levels around 12 weeks, i.e. slightly less than 3 months, and this was a time with 
very mild average house price growth in real terms (zero average house price growth in real terms theoretically 
reflecting a well balanced market)  

In the 2nd Quarter of 2016 survey, it is possible that we may have just received the 1st hint of the start a move 
away from market equilibrium. From a solid 1st 
quarter 11 weeks and 1 day estimated average 
time on the market, the 2nd Quarter 2016 
estimate rose noticeably to 13 weeks and 4 
days, the highest estimate since the 1st quarter 
of 2014.  

However, given some volatility from quarter to 
quarter, it is too early to draw any conclusions 
based on a one quarter move, and 13 weeks 
and 4 days remains a reasonably solid level. But 
this is the most noticeable quarterly rise that 
we have witnessed in some years, suggesting 
the possibility of the start of a move away from 
equilibrium. 

WE LOOK FOR FURTHER INDICATIONS IN THE EXTENT OF DROPPING OF ASKING PRICES  

 In another important indicator of “price 
realism”-of sellers relative to demand, agents 
have indicated a mildly deteriorated (higher) 
percentage of sellers being required to drop 
their asking price to make a sale since early-
2014. 

They have reported an increase in the 
percentage of sellers having to drop their 
asking price, from 81% in the final quarter of 
2014 to 92% by the 2nd quarter of 2016.  
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We also ask agents to estimate the average 
percentage asking price drop on those 
properties where a price drop is required to 
make the sale. This average estimated drop 
increased in magnitude very slightly to -9% in 
the 2nd quarter of 2016, from -8% in the 
previous quarter, but is unchanged from the      
-8% recorded in the 2nd quarter a year ago. 

 

 

 

 

Therefore, in the 2nd Quarter 2016 survey, the sample of respondents pointed to slight deteriorations in all 3 
indicators relating to “price realism” relative to demand. Average time on the market was higher than the prior 
quarter, the percentage of sellers dropping their asking price was slightly higher, and the estimated percentage 
drop in asking price slightly more than the prior quarter.  

As yet, these moves are not sufficient to conclude a trend away from market equilibrium. However, after 2 
years of broad slowing in demand, as reflected in a declining average number of show house viewers, and a 
slowing percentage of agents citing stock constraints as a factor in their lives, the broader evidence does 
suggest that such a shift away from market equilibrium is possibly at hand in the near term. 

KEY REGIONAL ESTATE AGENTS SURVEY RESULTS 

In order to examine key results from the survey on a regional basis, we use a 2-quarter moving average due to the 
sample sizes at regional level being smaller, and the results sometimes being a bit more volatile. 

The results for the 2 quarters up until and 
including the 2nd Quarter of 2016 tie in with our 
theme of Western Cape market strength. In 
terms of the percentage of agents citing stock 
constraints as a factor driving their near term 
expectations, Cape Town had by far the highest 
percentage at 25% of total agents 

Joburg and Mandela Bay had the lowest 
percentages at 9% in both cases. 

Simultaneously, the Western Cape had a 
noticeably lower average time on the market 
than anyone else, estimated at 10.71 weeks for 
the 2 quarters. 

By comparison, Nelson Mandela Bay (15.71 
weeks) and Ethekwini (14.5 weeks), with their 
considerably longer times on the market, are 
the 2 Metros that may have already led the way 
away from market equilibrium. 
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AGENT PERCEPTIONS OF RESIDENTIAL AFFORDABILITY 

A further survey question response which indirectly points to changes in price realism relative to purchasing 
power, and thus could imply an imminent move away from market equilibrium, relates to agent perceptions of 
home affordability. 

The FNB Estate Agent Survey asks agents for their general perception of housing affordability, through requesting 
them to choose one of 3 statement options, i.e. “Income levels have kept up with house prices”, “Income levels 
have got a little behind house price levels” or “Income levels have got far behind house price levels”.  

 From the late-2014 Estate Agent Surveys 
onward, we started to see a perceived broad 
deterioration in residential affordability 
according to this line of questioning, after prior 
years of improvement. From 11%, as at the 3rd 
quarter of 2014, the percentage of agents 
perceiving “income levels to be far behind 
house prices” has risen to 31% by the 2nd 
quarter of 2016. Those perceiving “income 
levels to be a little behind house price levels” 
has declined over the same period, from 48% 
to 38%. This decline is by a smaller percentage 
point magnitude than the rise in the “income 
levels are far behind prices” category, 
translating into a decline in those claiming that 
“Income “income levels have kept up with 
prices”, from 41% in the 3rd quarter of 2014 to 
31% by the 2nd quarter of this year. 

From these 3 categories of responses we 
compile the FNB Estate Agent Affordability 
Perceptions Indicator. The Indicator is set up on 
a scale of 0 to 100. If 100% of respondents 
answer that “income levels have kept up with 
house prices”, the Affordability Perceptions 
Indicator will be zero. If 100% of them answer 
that “incomes are a little behind house prices”, 
the Indicator level will be 50. If 100% answer 

that “income levels are far behind house prices”, the Indicator level will be 100. Therefore, the higher the 
indicator level, the worse the perceptions of affordability. 

The Affordability Perceptions Indicator level rose slightly (deteriorated) in the 2nd quarter of 2016, from a previous 
quarter’s 47, to 50. The index is now noticeably elevated from 2014 levels that were generally in the 30s. In short, 
affordability has perceived to have deteriorated noticeably since 2014. 
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CONCLUSION 

It is important to understand that, due to significant resistance by home sellers to house price declines, in times 
of economic and residential demand slowdown the residential market often moves away from market equilibrium 
price. Such shifts away from market equilibrium are reflected in changes in the average time that homes remain 
on the market prior to sale. 

In the 2nd Quarter 2016 survey, the estimated average time on the market was higher than the prior quarter, 
having seen a noticeable increase from a previous quarter’s 11 weeks and 1 day to 13 weeks and 4 days. 

As yet, the move is not sufficient to draw conclusions regarding a trend away from market equilibrium. However, 
after 2 years of broad slowing in demand, as reflected in a declining average number of show house viewers, and 
a slowing percentage of agents citing stock constraints as a factor in their lives, the broader evidence does 
suggest that such a shift away from market equilibrium is possibly at hand in the near term. 

In addition, there has been a gradual increase in the percentage of sellers having to drop their asking price to 
make the sale. Agents have also for some time pointed to deteriorating home affordability, with an increasing 
percentage pointing to income levels not keeping up with house prices. From such “supplementary” indicators 
which imply prices getting less realistic relative to demand and purchasing power, a market shift away from 
equilibrium seems a realistic possibility. 

 


