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 MORTGAGE MARKET BAROMETER 

Mortgage Credit growth slows, and the new lending 
growth environment remains soft 

Growth in Outstanding Household Sector Mortgage Credit slowed in June 
2016, continuing a recent slowing trend that started in January. This has much 
to do with a broad slowing in new mortgage lending growth in recent times, 
the impact of a slowing economy and rising interest rates. 

In real terms, adjusted for consumer inflation, mortgage credit outstanding 
continues its multi-year decline. 

The new mortgage lending environment remains “soft” growth-wise, and early 
in 2016 we did see some increase in mortgage loan arrears levels. 

Overall Household Sector Credit growth, too, appears muted, which is positive 
in terms of lowering the still-high Household Debt-to-Disposable Income Ratio 
further. However, data adjustments back in March 2016 make the broader 
Household Sector Credit growth rate difficult to assess. 

KEY POINTS 

 June growth in Outstanding Household Sector Mortgage Credit slowed 
slightly, from 4.32% year-on-year in May to 4.14%. This is a continuation of the 
recent slowing growth trend that started after a multi-year high of 4.9% year-
on-year as at January 2016. 

 Overall Household Sector Credit growth is a bit more difficult to gauge, 
given a “structural break” in the data from April 2016 onward after some data 
adjustments. However, since those adjustments, year-on-year growth on Total 
Household Sector Credit has slowed from 2.3% year-on-year in April to 2.1% in 
June, suggesting that growth remains muted. 

 The new mortgage lending environment remains “soft” in terms of 
growth, with the various measures of new lending growth having tapered in 
recent times. Both the Leading Business Cycle Indicator for South Africa as well 
as our own FNB Estate Agent Activity Rating are in year-on-year decline of late. 
They normally lead the trend in new mortgage lending, which would point to 
further slowing in new mortgage lending growth to come in the near term. 

 Ooba and Deeds data stats point to very small signs in the way of 
changes in banks’ credit “appetite” or lending criteria. While our own estimates, 
using Deeds data, don’t show any noticeable change in the average Loan-to-
Purchase Price (LTP), Ooba does point to a further decline in the average 
percentage deposit on home loans. However, while the average deposit may be 
declining, there is little sign of mortgage banks taking on more risk when one 
looks at decline and approval rates, with Ooba’s” Effective Approval Rate “ 
having shown a mild decline in recent months.  



 

HOUSEHOLD MORTGAGE CREDIT GROWTH SLOWS 

June growth in Outstanding Household Sector Mortgage Credit slowed slightly, from 4.32% year-on-year in May 
to 4.14%. This is a continuation of the recent slowing growth trend that started after a multi-year high of 4.9% 
year-on-year as at January 2016. 

In real terms, adjusting for CPI (Consumer Price 
Index) inflation, this translates into further 
decline in the value of mortgage loans 
outstanding to the tune of -2% year-on-year. 

This means that, since January 2009, the real 
value of Household Sector mortgage loans 
outstanding has declined by -17.3% to June 
2016, an important part of the market 
correction following the residential mortgage 
market “overshoot” in the pre-2008 boom 
period. 

Given virtually no economic growth in recent 
times, along with some of the lagged impact of 
recent rises in interest rates still to impact on 
new mortgage demand, we would anticipate 
further slowing in Household Sector mortgage 
credit growth in the near term. 

Overall Household Sector Credit growth is a bit 
more difficult to gauge currently, given a 
“structural break” in the data from April 2016 
onward after some data adjustments. However, 
since those adjustments, year-on-year growth 
on Total Household Sector Credit has slowed 
2.3% year-on-year in April to 2.1% in June, 
suggesting that growth remains muted. Prior to 
the data adjustments, Household Sector Credit 
growth was growing at a rate just below 5% 
year-on-year. 

MORTGAGE-TO-NON-MORTGAGE SHARES OF TOTAL CREDIT 

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 59.9% by June 2016. The slight increase in the mortgage share 
from April 2016 was largely due to data adjustments. 
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HOUSEHOLD CREDIT GROWTH STILL SUFFICIENTLY SLOW AS TO KEEP INDEBTEDNESS RATIOS DECLINING 

The moderate mortgage lending environment remains a big plus for improvements (decline) in overall Household 
Sector indebtedness. 

We believe that it is crucial that Household 
Sector Credit growth remains pedestrian in 
order to further lower the still-high Debt-to-
Disposable Income Ratio, because in a weak 
economic environment where the risk of 
recession is high, 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 to 
date, due to the sheer size of the Mortgage 

Credit category. From a high of 87.8% in the 1st quarter of 2008, the Household Debt-to-Disposable Income Ratio 
has declined noticeably to 76.6% by the 1st quarter of 2016. 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 
35.1% over the same period.  

Going forward, 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. The fact that the most recent 
Mortgage and Household Sector credit growth figures remain slow is thus seen as a positive. 
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NEW MORTGAGE MARKET ENVIRONMENT 

During the 1st half of 2016, we saw sluggish new mortgage lending growth, the lagged impact of rising interest 
rates and weakening real economic and household disposable income growth. 

The ratio of Bonded-to-Cash Transactions continues to decline 

The 1st sign of a “maturing recovery” following 
the 2008/9 recession was arguably when the 
response of the market to interest rate cutting 
back around 2009 began to fade. 

This could be seen in the ratio of Bonded-to-
Un-bonded property transactions by individuals 
peaking as early as February 2012 at 1.88, using 
a 3-month moving average, (Number of 
transactions) before commencing a broad 
decline all the way to 1.24 at June 2016.  

In other words bonded transactions, being 
more sensitive to interest rates, began to slow 
relative to cash transactions back as early as 
2012, and recently continued to do so. 

Affordability deteriorated slightly through 2015 

This should not have been too surprising, as by 
2012 the rapid improvement in bond 
affordability, as measured by the Average Bond 
Value/Average Employee Remuneration ratio 
Index, had all but come to an end, as interest 
rates ended their declining trend. 

Then, as from the 1st quarter of 2014 to the 
final quarter of 2015, this Bond Affordability 
Index rose (i.e. affordability deteriorated) by 
5.2% as the SARB gradually raised interest 
rates. 

 

 

Growth in the average value of bonded property transactions value has slowed to near zero 

The end of affordability improvement around 
2012 was also reflected in a “mini-peak” 
reached in year-on-year growth in the average 
value of bonded property transactions, at 
12.3% for the 3 months to February 2013. 
Thereafter, this rate of increase broadly 
tapered all the way to 0.9% by the 3 months to 
June 2016  

 

 

  

12.3%

0.9%

-10.0%

-5.0%

0.0%

5.0%

10.0%

15.0%

20.0%

25.0%

Jan-07 Jan-09 Jan-11 Jan-13 Jan-15

Growth in the Average Bonded Property 
Transaction Value for Individuals ("Natural 

Persons")

Bonded Registrations by Natural Persons (Source: Deeds Data) - 3-m moving total -
y/y %

210.48

465.45

242.69
255.21

0

50

100

150

200

250

300

350

400

450

500

1995 1998 2001 2004 2007 2010 2013

In
d

e
x
  
2
0
0

0
=

1
0
0

Average Registered Bond Affordability 
Index

Average Bond Instalment on Average Value Bond at Prime/Average Employee 
Remuneration

1.24

1.62

0

0.5

1

1.5

2

2.5

3

3.5

4

Jan-99 Jan-01 Jan-03 Jan-05 Jan-07 Jan-09 Jan-11 Jan-13 Jan-15

Ratio of Bonded-to-Unbonded Property 
Transactions by Individuals ("Natural Persons)

Ratio of Bonded-to-Unbonded Transactions - 3-month moving average - (Number of 
Transactions
Ratio of Bonded-to-Unbonded Transactions - 3-month moving average (Value of 
Transactions)



 

Growth in New Bonded Transactions now insignificant 

Growth in bonded property transactions by individuals has also broadly tapered since around 2013/14. 

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

Examining year-on-year growth in the value of 
Bonded Registrations, using a 3-month moving 
average for smoothing purposes, from a high of 
20.9% growth for the 3-months to September 
2013, the rate had dwindled to an estimated 
2.0% by the 3 months to April 2016. 

Later, in March 2014, the year-on-year growth 
in volume of bonded transactions by individuals 
then reached a multi-year high of 11.5%, and 

then also broadly tapered off thereafter to reach a 0.4% rate by the 3 months to April 2016. 

Growth in value of average 1st bond amounts in low single-digits  

More or less in line with the slowing in the 
growth in average value of bonded property 
transactions came a broad slowing in the 
growth in average value of 1st Bond Amounts. 

Using a 6-month moving average for smoothing 
purposes, we saw a post-2008/9 recession high 
of 15.7% year-on-year growth in the average 
value of 1st bonds registered in the 6 months to 
February 2010. After a 2nd post-recession high 
point of 10.3% in February 2013, the growth 
rate in this category of bonds faded to 3.7% by 
the 6 months to June 2016. 

 

 

FNB Estate Agent Survey Activity Rating appears to predict further slowing in new mortgage lending growth 

There is probably more slowing to come in new 
mortgage lending growth. Slowing growth, 
followed by a 5 consecutive month year-on-
year decline in our FNB Estate Agent Survey 
Activity rating, from back in late-2014, warned 
us of slow down to come in growth in the value 
of new Household Sector mortgage loans 
granted. 

Typically, trends in the Residential Activity 
rating can precede those in new mortgage 
lending by a few quarters.  
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Therefore, 5 consecutive quarters of year-on-year decline in the Residential Activity Rating would suggest that the 
slow 4.3% growth in the value of new mortgage loans granted in the 1st quarter of 2016 (according to NCR data), 
down from 9.3% in the previous quarter, was probably not the end of the slowing. 

Home Loan Cancellation Risk – still low 

The weak economic environment accompanied 
by high transfer costs and low capital growth 
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 June 2016 it 
remained a lowly 10.47%, 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.  

The “Percentage of homes being sold that were bought within the previous 12 months” also remains low at 
3.48%, only marginally higher than the 2.8% low at a stage of 2012, and still far below the 13.93% peak reached in 
June 2005, at the height of the last boom period.  

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

A relatively low home loan cancellation risk since the end of the boom years continues to be reflected in 
significantly less aggressive drives by mortgage lenders to “switch” home loans from rival banks compared with 
2008. 

Examining deeds data for bond registrations, we estimate that as for the 3 months to June 2016, 9.6% of all bond 
registrations for individuals (natural persons) were “switches”. This estimate has fluctuated between 7 and 9% of 
total bond registrations in recent years, remaining noticeably lower than the 15.3% peak back at a stage of 2008 
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 slowing. 
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The other potential indicator of “market madness”, i.e. Further Loan registrations, also remains relatively 
subdued at an estimated 19% of total registrations in the 3 months to June 2016, down further from 23.5% in 
January 2016 and 26.5% at the beginning of 2015. 

Therefore, the Mortgage Market continues to appear largely “rational”, overwhelmingly dominated by 1st Bonds 
registrations. These made up 71.3% of total bond registrations by individuals in the 3 months to June 2016, far 
above the estimated 50.7% reached in March 2007 at the back end of the boom. 

Lending Stance of Mortgage Lenders 

There may have been some slight evidence of possible shifts in banks’ lending criteria/approach in recent months. 

Using deeds data, our estimated Loan-to-
Purchase Price (LTP) Ratio was 0.889 as at June 
2016. This ratio has moved broadly 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.  

However, Oobarometer data implicitly suggests 
that the Loan-to-Purchase Price Ratio should 
perhaps have been be rising of late. This is 
because Ooba’s estimate has been of a 
noticeable decline in the average deposit size 
as a percentage of the total average home loan 
value. The average deposit as a percentage of 
purchase price declined further to 10.8% in 
June, from a previous month’s 12.3%, and now 
at the lowest percentage since Ooba’s data 
started back in 2007. 

On a 12-month moving average basis, to 
smooth out data volatility, the trend in the 
average percentage deposit also remains on a 
downward trajectory. 

But despite a move to a lower average deposit 
requirement by lenders, according to Ooba 
data, this did not necessarily mean a noticeably 
greater credit appetite. To the contrary, there 
appears to have been a mild increase in the 
banks’ home loan application decline ratio in 
recent months, from a 3-month average low of 
41.8% in July 2015 to 46.6% in June 2016. 

In addition, the ratio of Applications declined 
by one bank but granted by another, appears to 
have pulled back a little from 32.1% in February 
2016 to 30% by June 2016. 
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This has translated into a decline in the 
“Effective Approval Rate” from a high of 71% in 
July 2015 to 67.4% by June 2016, using Ooba 
data. 

This can all possibly be due to some tightening 
in credit criteria. However, it can also be due to 
a deterioration in the average quality of home 
loan applicants as the economic and household 
financial pressures mount. 

 

 

 

 

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 
first sideways, and then more recently upward 
in recent months to recorded 0.47% in June 
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 rise very slightly, from 33.79% in 
November 2015 to 33.97% by May 2016, after a slight decline prior to November. 

At 22.27%, Firstrand also continued its broad gradual multi-year market share gaining trend, which started back in 
2009. 

But the most aggressive major lender by a long way still appears to be Investec, with its residential mortgage book 
growth at a massive 20.7% year-on-year at May 2016 even despite this growth having slowed noticeably.  

 

The “Other” lenders, outside of the Big 5 banks, have also shown strong growth, off a very low base, to the tune 
of 19.8% year-on-year in May 2016. 

 

  

20.7%

0.8%

4.6%
4.0%
2.4%

-10.0%

-5.0%

0.0%

5.0%

10.0%

15.0%

20.0%

25.0%

30.0%

35.0%

Jan-2009 Jan-2011 Jan-2013 Jan-2015

Big 5 Bank Mortgage Book Growth
- year-on-year %

Investec

Absa

Firstrand

Standard

Nedbank

5.8%

25.2%

17.9% 20.27%

33.97%

14.2%

0.0%

5.0%

10.0%

15.0%

20.0%

25.0%

30.0%

35.0%

40.0%

Jan-2008 Jan-2010 Jan-2012 Jan-2014 Jan-2016

Big 5 Bank Residential Mortgage Market Shares

Investec

Absa

Firstrand

Standard

Nedbank

Other

3.9%

19.8%

-80.0%

-60.0%

-40.0%

-20.0%

0.0%

20.0%

40.0%

60.0%

80.0%

100.0%

Jan-2009 Jan-2011 Jan-2013 Jan-2015

Total Big 5 Bank Mortgage Book Growth vs 
"Other"

- year-on-year %

Total Big 5

Other

0.3%

0.5%

0.0%

0.1%

0.2%

0.3%

0.4%

0.5%

0.6%

0.7%

0.8%

Jan-2008 Jan-2010 Jan-2012 Jan-2014 Jan-2016

"Other" (Non-Big 5) Banks Market Share

Other



 

HOUSEHOLD SECTOR MORTGAGE CREDIT HEALTH 

Household Sector Mortgage Credit health began to deteriorate more noticeably in the 1st quarter of 2016, 
although still in a “good space” nevertheless. 

From 8.3% of total number of accounts as at 
the 3rd quarter of 2015, Household sector 
mortgage arrears rose to 9.7% by the 1st 
quarter of 2016. 

The value of mortgage arrears then followed 
suit, rising from 8.2% of the total value of 
mortgage accounts in the final quarter of 2015 
to 9.3% in the 1st quarter of 2016. 

This, we believe, is a lagged response to over 2 
years’ worth of slow interest rate hiking. 

 

 

OUTLOOK 

The mild slowing in June in both Household Mortgage Credit and overall Household Sector Credit growth is not at 
all surprising in the current weak economic environment, and given further interest rate hiking early in 2016.  

Consumer Confidence remains very weak, the Household Sector has shown various signs of increased 
conservatism in certain areas of spending, and this should be key in terms of containing borrowing growth. 

Such a slowdown in credit growth remain desirable from a point of view of containing households’ financial 
vulnerability, given that disposable income growth is likely to be sluggish in the foreseeable future. 

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 the ongoing containment of outstanding mortgage loans 
growth. 

Our FNB Estate Agent Survey Residential Activity rating has shown 5 consecutive quarters of year-on-year decline, 
while the SARB Leading Indicator has been in year-on-year decline for almost 3 years. These indicators normally 
lead new mortgage lending trends. 

We thus believe that further slowing in new mortgage lending growth is due. This in turn should lead to growth in 
mortgage credit outstanding to continue slowing in the near term, helping total household credit growth to lower 
levels. This is very important in sustaining the healthy declining trend in the Household Debt-to-Disposable 
Income Ratio, and we expect such further decline to take place. 
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