
Absa Homeowner Insights 
Absa Homeowner Insights delves into consumer behavior and experiences during the different phases of home ownership. 
Absa partnered with Columinate, a best-in-class digital market research company, to conduct the ongoing market research  
on behalf of the bank. 

The research focuses on individuals who are decision-makers when it comes to household matters and the sample included  
tenants of rental properties, established and new home owners, single parents, individuals intending to purchase a home within 
the next 5 years and investors who buy properties as investments.

The findings of the research are shared with the market on an ongoing basis, following a thematic approach. 



Absa Homeowner Insights | 1

Buying a home in 2017: 
Making the National 
Credit Act work for you

The Act has subsequently protected many consumers against reckless lending practices as it requires an understanding of 
their income and adds a detailed analysis of other credit commitments and living expenses. The result of this calculation is 
a net disposable income which could be used to determine affordability. 

New National Credit Act (NCA) requirements mean that your unique financial 
circumstance is the main consideration for credit approvals rather than a  
general formula based on repayment-to-income measurement.

Some of the key findings around affordability were:
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41%

Now customers are protected against reckless lending practices.

Approving the home loan was the most stressful aspect of purchasing  
a home for prospective homeowners.

of consumers have
impaired credit
records

consumers get declined 
upfront due to poor 
credit records

of potential home buyers
use online calculators to
determine affordability

Average deposit =  
13% of purchase price

Despite its importance, the Absa Homeowner Insights found that affordability is often 
poorly understood by consumers considering buying a home.



Managing your credit to get the best  
home loan deal
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The property industry has spent a significant amount  
of time, effort and money to make the home buying 
experience as easy as possible for potential home owners. 
Despite these efforts, the decision remains a very large 
financial commitment and the process is still quite  
cumbersome. These factors still scare potential buyers off 
from taking the leap into property ownership.

According to our research, the most stressful aspect of  
buying a property both for first time and repeat buyers is 
the question of whether the bank will approve their loan  
or not. Most buyers do not realise that they could  
substantially increase their odds of obtaining a Home Loan 
with a better understanding of how banks assess risk.

Banks generally consider three main factors that when  
assessing new applications for Home Loans: affordability, 
the credit history of the applicant and the property  
transaction in question.

Online calculators from banks and property websites are 
very useful in determining affordability and usually quite 
accurate. The challenge remains the understanding of what 
income will be considered by the bank and how much of it 
can be used to determine whether the applicant can qualify 
for the loan. Once this is determined, there are many other 
factors to consider before obtaining the final approval.

Around half of all credit active consumers in South Africa 
have adverse credit records. This means that they have  
not held up their end of a credit agreement and have 
been listed on a credit bureau. Up to 35% of applications 
received for Home Loans are turned away automatically 
when received due to the poor quality of credit.

Unfortunately South Africa’s downgrade to junk status by 
rating agency S&P on 3 April  increases the risk to further  
worsen the situation for already cash-strapped South 
Africans and their credit ratings. With a potential decline in 
the rand and a rise in inflation and interest rates, essentially 
items will cost more and there will be less money to pay 
for them. For people already battling to pay their bills and 
sometimes defaulting, it will impact negatively on their 
ability to qualify for a Home Loan. 

However, it is important to know that a Home Loan is  
one of the largest and cheapest forms of credit available  
to consumers. In the case of a Home Loan, the bond  

registered over the property acts as security for the loan. 
When a loan is secured in this manner, it provides some 
comfort to the lender that when a bond holder is unable  
to make repayments there is an option of selling the  
property to settle the debt. 

This could be done through a voluntary process, and 
bank-assisted sale - such as the Absa HelpUSell Program 
- or in the worst case scenario, a sale in execution. This 
security makes it possible to lend much bigger amounts, 
and at much cheaper rates than unsecured credit products 
such as overdrafts, personal loans and credit cards.

In assessing credit ratings, credit bureau data is combined 
with bank account information such as whether there is 
enough money in the account before debit orders go off, 
whether the account is overdrawn and whether payments 
on loan accounts are made timeously. 

As a practical example, a large proportion of customers 
who have had difficulties keeping up their repayment 
on store credit such as clothing retailers also eventually 
default on their Vehicle Finance and then their Home Loan. 
Therefore, if the bank sees a customer struggling with his 
clothing account, he/she would receive a poor credit score.

Also, first-time buyers often do not have a credit history. 
This makes it difficult to determine which customers are 
likely to repay the loan, and which are likely to default –  
ultimately making it a challenge for many first-time  
buyers to qualify for a loan. And because the savings rate  
in South Africa is very low, even requirements for the 
smallest deposits or collateral may exclude many potential 
borrowers from qualifying for a loan. The high transaction 
cost of transferring a property to the buyer’s name and 
registering a bond could further place strain on a potential 
home owner’s cash flow position.

While restrictions and deposit requirements for product 
types are freely available from banks, how credit risk scores 
are calculated is not always that easy to understand. 

Therefore, it is important for potential home owners to 
speak to their banks about their credit scores and work  
together in order to improve their rating. The more  
attractive your credit score, the easier it is to give you  
the best Home Loan deal.

The theme highlighted in this edition of Absa Homeowner Insights focuses on 
how best first time and repeat home buyers can manage their credit to get 
that home loan and pay it off.
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Ensure you get the best home loan deal

Ensure that all your accounts are paid on time. Late payments leave a lasting mark which 
could affect the ability to get credit and/or the risk score associated with the Home Loan 
application.

1

Explanations, even valid ones, are rarely taken into account with credit scores. If an  
employer pays a salary late, and debit orders are unpaid, it would look the same as if the 
individual had not budgeted for the expenses and spent the money on something else.

2

Excessive application for credit could hurt a person’s score. Applying for a credit and/or 
store card every second month makes it appear to a potential lender that the person may 
be struggling to maintain their living standard or current credit commitments.

3

Consistency and stability is highly valued by credit providers. Good behaviour and  
consistent payment of all commitments is rewarded with higher scores.

4

The more information available to a credit provider about an individual’s financial position, 
the better: decisions can be made on whether to grant them credit and what interest rate 
will be charged for the loan. Therefore, a person’s own bank is usually in a much better 
position to provide the best deal.

5

Here are five tips to keep in mind when considering buying a home:


