
 

 

 
 
 
 
 
 
 
 
 

 

 
Property Broker Survey –Market Balance Q2 2020 

Industrial Property Market still perceived the strongest (or 
“least weak”) buying/selling market of the 3 major 
commercial property markets, while major coastal metros 
appear generally stronger commercial property markets 
than the Gauteng ones. 
We continue with the 2nd quarter 2020 results of our FNB Commercial Property 
Broker Survey, which surveys a sample of commercial property brokers in and around 
the 6 major metros of South Africa, namely, City of Joburg and Ekurhuleni (Greater 
Johannesburg), Tshwane, Ethekwini, City of Cape Town and Nelson Mandela Bay. 

Given FNB Commercial Property Finance’s strong focus on the ‘‘Owner-Serviced’’ 
market, a pre-requisite in selecting broker respondents is that they deal in owner-
serviced properties, but a portion will also have dealings in the developer or investor 
markets as well as in the listed sector. 

In this report, we deal with questions relating to the perceived balance/imbalance 
between demand and supply of properties being transacted in the main markets. 
Market ‘‘strength’’ refers to a relatively strong demand level relative to supply, and vice 
versa. These questions include estimates of average times of properties on the 
market prior to sale, as well as perceptions of whether demand exceeds supply or vice 
versa. 

A note of caution regarding the 2nd quarter results is that the Coronavirus-related 
lockdown disruptions to much of the property sector may have made it tougher to 
provide accurate survey answers. 

Key themes that emerge are: 

 The Industrial Property Market appears to be the strongest of the 3 major 
commercial property sectors, i.e. Industrial, Retail and Office. 

 However, the recent trend has been one of a perceived weakening demand-
supply balance in all 3 property classes. 

 Broadly-speaking, it appears to be that the 3 coastal metros, i.e. Cape Town, 
Nelson Mandela Bay and Ethekwini, are where the relative market strength 
lies, with Gauteng metro regions being the area of relative weakness, with 
Johannesburg being especially weak. 

 Nelson Mandela Bay and Ethekwini are perceived to be strongest markets in 
the area of Industrial Property, Ethekwini and Cape Town in Retail Property, 
while Cape Town’s Office Property Market is perceived to be the strongest. 

 On the weak side of the spectrum, however, the Gauteng metros are 
perceived to be where the general weakness has been recently, especially 
Greater Johannesburg. 
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Average Time on the Market – perhaps a 
tough question to answer in lockdown period 

From our residential market survey, we found the 
movement over time in the estimated average time of 
properties on the market a useful indicator of 
changes in the balance between supply and demand, 
an increase in average time of properties on the 
market prior to sale signaling a deteriorating demand 
relative to supply and vice versa. 

We have attempted to apply this same questioning to 
our commercial property broker survey, splitting the 
survey by the 3 main property classes, namely Office, 
Industrial and Retail, and splitting it further by 
‘‘Vacant Properties’’ vs ‘‘Occupied Properties’’ 

In all 3 property classes, the occupied properties are 
reported to sell faster.  

The relative picture between the 3 major property 
sectors is still one where brokers perceive the 
Industrial Property Market to be the strongest of the 
3 classes, with an average time on the market for 
occupied industrial properties of 19.74 weeks being 
slightly quicker than the 23.58 weeks in the case of 
office and 25.28 weeks for retail space. 

Vacant industrial properties, too, averaged the 
shortest average time on the market to the tune of 
24.39 weeks, compared to 29.56 weeks in the case 
of office space and 28.72 weeks in the case of retail 
properties, in the 2nd quarter 2019 survey. 

 
An apparent anomaly – brokers perceive 
average time on market to have lengthened 
over past 6 months, but this doesn’t show up 
in their average perceived time on market 

An interesting anomaly has cropped up in this 2nd 
quarter survey. On the one hand, when asked to 
estimate the average time of properties on the 
market prior to sale, the 2nd quarter broker 
respondents perceive a lower average time on the 
market for all 3 categories of property compared with 
what the of broker respondents from 2 quarters ago 
estimated. 

However, when asked if they perceive the average 
time on the market to have ‘‘increased’’, ‘‘decreased’’ 

or ‘‘stayed the same’’ over the past 6 months, the 
dominant perception is that the average time on 
market has increased, which is the response that one 
would expect at a time of deep recession. 

 Estimated Average Time on the Market Trend 

Viewing the perceived average time on market 
estimates, the average estimated time that all 3 
property categories are on the market for, prior to 
sale, has declined on the prior two quarters in both 
Office and Industrial Markets, while Retail Property’s 
estimate is higher that the 1st quarter but also down 
on 2 quarters ago. 

From a 28.64 week average in the 1st quarter of 
2020, the estimated time on the market for Office 
Property declined to 23.58 weeks in the 2nd quarter 
on occupied properties (and down from 24.74 weeks 
2 quarters prior), Industrial Property declined from 
25.44 weeks to 19.74 weeks over the same 2 
quarters (and is down from 23.68 weeks 2 quarters 
prior), while Retail Property increased from 21.55 
weeks to 25.26 weeks (although also very slightly 
down from 25.65 weeks 2 quarters prior). 

This same directional picture was witnessed in the 
markets for vacant properties. The decline in the 
estimated average time on market for Vacant Office 
Property from the 1st to 2nd quarter survey was from 
32.71 weeks to 29.56 weeks (and down on the 
37.39 weeks of 2 quarters prior). 

 
Industrial Property’s average time decreased from 
30.42 weeks to  24.39 weeks (and is also down on 
the 32.82 weeks of 2 quarters prior), while Retail 
Property’s time increased from 24.93 weeks to 
28.72 weeks (but was still down on the 37.72 weeks 
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estimate of 2 quarters prior). 

The relative estimates of average time on the market 
by major property sector appear to tie in with other 
survey responses, in the sense that the brokers 
perceive Industrial Property to be the strongest 
market of the 3, and this comes through in the 2nd 
quarter’s estimated average time on the market 
where estimates for Industrial Property’s time on the 
market prior to sales is the shortest of the 3 sectors. 

However, the lower industry estimates of average 
time on the market compared to 2 quarters prior 
don’t appear to be consistent with the responses 
in 2 subsequent survey questions that point to a 
broker perception of a market moving away from 
demand-supply balance towards being 
increasingly oversupplied. 

 Perceptions regarding the direction in 
‘‘average time on market’’ over the past 6 
months 

The 1st follow up question to the average time on the 
market estimate, is asking respondents whether they 
believe that the average time on the market has 
increased, decreased or stayed the same since 6 
months prior (i.e. since the final quarter of 2019). 

Out of the responses we create an index by allocating 
a +1 score to an ‘‘increased’’ response, a zero to an 
‘‘unchanged’’ response and a negative -1 to a 
‘‘declined’’ response. 

The scale of the ‘‘Index for direction of change in time 
on the market over the past 6 months’’ is thus from 
+100 to -100. A score of +100 would imply that 
100% of respondents perceived an increase in time 
on the market over the past 6 months (market 
weakening) and -100 would imply 100% of 
respondents perceiving a weakening, while a zero 
level would mean that those providing an ‘‘increased’’ 
response equals those responding with ‘‘decline’’. 

All 3 of the 3 property classes returned a strongly 
positive number, implying that the aggregate of 
responses points towards an increase (market 
balance weakening) in average time of properties on 
the market compared to 6 months prior. 

In addition, all 3 property sectors showed a very 
strong increase in this index since the prior quarter’s 
survey, Industrial from +10 to +61 from the 1st 
quarter to the 2nd quarter survey, Office from +33 to 
+87 over the same period, and Retail the most 
significant increase (market weakening) from +23 to 
+91. 

 
 So what do we conclude from this apparent 

‘‘anomaly’’? 

What do we make of this apparent anomaly of a 
decline in the estimated average time on market on 
prior quarters, returned by the 2nd quarter sample of 
brokers surveyed? 

Firstly, important to note is that the 2nd quarter 
sample of brokers is a different sample to those of 
prior quarters, so it is conceivable that a difference in 
respondent sample can influence the result each 
quarter, although the randomly selected nature 
along with the sample size attempts to minimize this. 

Secondly, stating the obvious is that the estimates of 
average time on market are far from being an exact 
science. At the best of times, it is far tougher to 
estimate this in the commercial property space than 
in the residential market due to a far smaller sample 
size in terms of number of properties traded.  

This sample size problem becomes even more acute 
during recent times when the market has been weak, 
and became seriously challenging in the 2nd quarter 
when lockdown regulations brought much property 
market activity near to a halt. 

Therefore, we believe that the 2nd quarter result 
regarding estimated average time on market should 
be treated with caution. 

A far easier question for brokers to answer should be 
the latter question as to the direction of average time 
on the market relative to 6 months prior, because 
simple direction should be easier to determine than 
actual level. We would thus lean towards believing 
that this past 6 months’ directional response better 
reflects the direction of average time on the market 
of properties, not only because of the simplicity of 
the question, but also because the deepening 
recession of recent quarters in South Africa makes it 
unlikely that average time on market would suddenly 
start to decline after earlier quarters’ increases. 

The strong leaning in the 2nd quarter by brokers 
towards average time on market having increased 
also appears to tie in with the following question 
which asks them for their perceptions of property 
demand relative to supply in the market, where they 
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strongly lean towards an increasingly oversupplied 
market in all 3 property sectors. 

Demand vs Supply Strength Perceptions 

An additional supply-vs-demand question is asked, 
where the respondents are asked whether they 
perceive ‘‘demand far exceeds supply’’ (option 1), 
‘‘demand exceeds supply somewhat’’ (option 2), the 
market is in balance’’ (option 3), ‘‘supply exceeds 
demand somewhat’’ (option 4) or ‘‘supply far exceeds 
demand’’ (Option 5). 

All 3 property sectors have the majority of 
respondents pointing to ‘‘supply exceeding demand’’, 
either ‘‘somewhat’’ or ‘‘far’’. The Industrial Market 
possesses the lowest percentage of respondents, i.e. 
67% perceiving supply to exceed demand, whereas 
91% perceive supply to exceed demand in Retail 
Property and 87% in the case of the Office Property 
Market. 

 
Once again we create an index from the responses, 
option 1 receiving a score of +2, option 2 a +1, option 
3 a zero score, option 4 a -1 and option 5 a -2. 

The index is thus on a scale of +200 to -200, where 
+200 would imply 100% of respondents choosing 
option 1, and -200 meaning a 100% option 5 
response. 

All 3 sector indices are negative, with the Industrial 
Property Market least so on a -94 reading, followed 
by Office at -121 and Retail recording the weakest         
-139. 

 
In short, respondents again perceive all 3 markets to 
be significantly oversupplied, with the Industrial 

Market believed to be the least oversupplied, 
followed by Office and then Retail. 

Provincial Comparisons - Demand vs Supply 
Strength Perceptions 

Due to smaller sample size at metro level, we are 
concerned with volatility in the surveys, and therefore 
opt to use a 2-quarter average of survey responses 
for the Demand-Supply Perceptions Indices. 

Examining the perceived market balance by major 
metro region, the Office Space survey points to Cape 
Town having the ‘‘least weak’’ demand vs supply 
balance, with its index being the least negative -77. 
The weakest balance is perceived to be in Greater 
Johannesburg with a reading -127.5, followed by 
Nelson Mandela Bay’s -110. 

In the Industrial Property Market survey, the 3 coastal 
metros come out relatively stronger than the 
Gauteng Metros, with Nelson Mandela Bay having a 
positive reading of +67, followed by Ethekwini with 
the smallest negative reading of -23.5 and Cape 
Town with -45. 

At the weakest end of the Industrial Property Market, 
once again, is Greater Johannesburg, with a negative 
index reading of -128, followed by Tshwane with          
-101. 

 
In the area of Retail Property, the survey also points 
to less weak markets in the coastal metros, with the 
exception of Nelson Mandela Bay. 

Nelson Mandela Bay is the weakest market, with a 
negative reading of -146, but Ethekwini Metro comes 
in at the least weak reading of -26.5 followed by 
Cape Town’s -36. 
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Greater Johannesburg lurches to the weaker end of 
the spectrum with a negative reading of -130, while 
Tshwane recorded a negative of -78. 

 
Conclusion 

Lower average times on the market compared to 
estimates 1 to 2 quarters prior, which would normally 
point to a strengthening demand-supply situation, 
would appear inconsistent with the responses to 
follow up questions where 2nd quarter respondents 
perceive the average times on market to have 
increased over the past 6 months, and the market to 
have become more oversupplied in the 2nd quarter of 
2020. 

We would put this apparent anomaly down to 
practical difficulties at the best of times with 
estimating the average time of properties on the 
market accurately, and the likelihood that this has 
become far more challenging during the recent 
lockdown period. 

We thus place more faith in the results of the 2 follow 
up questions, which are simpler to respond to, and 
which point to increasing average time on the market 
trend and to an increasingly oversupplied market. 

These 2 latter responses also appear to make more 
sense in a deepening recession in recent quarters. 

The picture that emerges from the survey component 
pertaining to market balance/strength is one of 
Industrial Property being the strongest market of the 
3 major commercial property classes, i.e. Industrial, 
Office and Retail, but with all 3 markets having shown 
weakening. 

Within the Industrial Property Market, it would appear 
that the 3 coastal metros’ Industrial Property Markets 
have been outperforming the 2 Gauteng Metros, with 
especially Greater Johannesburg appearing very 
weak. 

There appears to have been a perception of relative 
coastal ‘‘strength’’ within the Retail Property Market 
too, Nelson Mandela bay aside, with Ethekwini and 
Cape Town showing significantly less weak Demand-
Supply Index readings than the 2 Gauteng metros, 
especially Johannesburg.. 

The Office Market Coastal vs Gauteng Metro picture 
is less clear cut, the survey suggesting that all of 
these markets are very weak. But here too, 
Johannesburg stands as the one with the weakest 
survey readings, while Cape Town has the least weak 
reading of the major regions. 
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