
 

 

The FNB Estate Agent Survey hints at improving levels of foreigner buying of South African residential property. 

Certainly, for these people, a very weak Rand has made our property far cheaper on average for foreign buyers in 

recent years. But one shouldn’t necessarily jump to the conclusion that it is the weak Rand that is fully responsible 

for greater levels of foreigner buying. Rather, it is likely that the Global economic recovery, which strengthens 

foreigner purchasing power and has restored confidence in property globally, is playing the biggest role. 

RAND WEAKNESS HAS MADE SOUTH AFRICAN RESIDENTIAL PROPERTY CHEAPER GLOBALLY 

The South African residential market has become a lot 

cheaper for foreigners whose incomes are 

denominated in some of the World’s major currencies. 

This is due to a major depreciation in the Rand over 

the past few years. In Rand terms, South African 

residential property prices are not far short of their 

historic highs recorded back around 2007/8. However, 

the Real Trade-Weighted Rand Index, which depicts 

the Rand against a trade-weighted basket of 

currencies, adjusted to real terms by using inflation 

differentials between SA and its trading partner 

countries, shows the Rand to be extremely cheap by 

multi-decade standards. 

The most recent broad decline in the real value of the 

Rand began back in 2011, and by the end of 2013 it 

was at low levels not seen too often over the past 4 

decades, and -23.5% down on its end-2010 level. 

The result has been a sharp decline in the FNB House Price 

Index when converted into foreign currency terms. As at 

March 2014, the year-on-year decline in the FNB Dollar-

denominated House Price Index was -7.6%, -12.7% in Euro 

terms, and -15% in UK Pound terms. 

Compared to the end of 2010, the 3 indices are down            

-19.7%, -23% and -24.6% respectively. 

The question, though, is to what extent has this multi-year 

Rand weakening stimulated the rate of foreigner buying of 

domestic residential properties? Because, on the one hand, 

property has become far cheaper for these buyers, but on 

the other hand, the weak Rand is in part reflective of a deterioration in investor sentiment towards South Africa. 

  

PROPERTY BAROMETER – FOREIGN BUYING OF SOUTH 

AFRICAN RESIDENTIAL PROPERTY  

South African residential property appears to have been regaining some 

popularity with foreign buyers over the past year or so. It certainly is a lot 

cheaper for them these days, but is this the key driver? 
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AND THE GLOBAL ECONOMIC RECOVERY HAS RESTORED CONFIDENCE IN RESIDENTIAL PROPERTY 

Attempting to answer the question of the weak Rand impact is 

made more difficult by the fact that the various periods of Rand 

weakening have been accompanied by very different economic 

environments. The major weakening around 2007/8 was 

accompanied by a Global economy moving into recession, 

along with property falling dramatically from favour as a global 

asset class. 

By comparison, the more recent bout of broad Rand weakening 

since 2011 has been accompanied by a slow Global economic 

recovery, and since 2012 a more noticeable return to favour of 

property globally. 

By the final quarter of 2013, the Knight Frank Global 

Residential Price Index reached an impressive year-on-year 

growth rate of 8.4%. 

ESTIMATED TRENDS IN FOREIGN HOME BUYING 

Using a 2-quarter moving average for smoothing purposes, we 

observe that according to the FNB Estate Agent Survey, foreign 

buying expressed as a percentage of total South African home 

buying hovers around 3%. 

However, this is perhaps not quite the way to look at things, as 

we know that transaction volumes have been steadily creeping 

higher as the residential recovery progresses. 

Certainly, 3% would not appear anywhere near as impressive 

as the 7% reached amidst the extremely high transaction levels 

of 2005 at the height of the property boom. But although this 

percentage has not moved much over the past year, it may still 

be possible that overall foreigner buying volumes are 

increasing, because overall transaction volumes are increasing. 

Instead, therefore, we evaluate the percentage of agents 

pointing to a rise in foreign buying, versus the percentage 

experiencing a decline in foreigner buying, and of course those 

experiencing an unchanged situation.,  

Using a 4-quartermoving average to eliminate quarter to 

quarter volatility, in 2012 we began to witness a growing 

divergence between the percentage of agents experiencing an 

increase versus those experiencing a decline, after both of these 

percentages had tracked each other fairly closely through 

2010-2011. 

For the past 4 quarters, up until the 1
st
 quarter of 2014, 10.5%  

of survey respondents have perceived an increase in foreign 

buying, while only 1.75% have experienced a decline. 

We put it all together in the Foreign Home Buying Confidence 

Index. This index reflects the mix of agents’ answers on a scale 

of 2 to -2 (see notes at the end for an explanation). A positive 

score means that more respondents experience a rise in foreign 

buying, and vice versa for a negative score. 

Plotting this Index along with the Knight Frank Global House 

Price Index, we see its late-2012-2013 rise into positive 

territory co-incide with the Global property price growth 

recovery.     

 One may claim that this rise also co-incides with the Rand’s 

weakening, and by-and-large it does. However, back in 2008 

the Rand was also weakening sharply, but that time around the 

bottom was falling out of the Global economy and its property 

asset class, and foreign buying activity in SA actually receded 

according to the survey. 
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CONCLUSION 

Therefore, just as we observe some exporters and policy-makers living in hope that Rand weakness will boost SA exports 

meaningfully and are often disappointed, we believe that Rand weakness does very little on its own to support local property 

buying by foreigners. Rather, it is a strong global economy and high levels of popularity of property as an asset class that are 

likely to support this source of local property buying. So in the high volume market of 2005, estimated foreigner buying was as 

high as 7% of total local home buying. It mattered not that the Rand was going through a very strong period by modern day 

standards. Property was the darling asset class in a booming world, and little was going to stop it 

So, should the Global economic and property recovery continue, we could expect a gradual increase in foreign interest in 

domestic residential property in the near term.     

BUYING FROM THE REST OF AFRICA 

In closing, we also ask the sample of agents to estimate what 

percentage of foreign home buyers are believed to be from 

elsewhere on the African continent. 

The percentage for the 2 quarters up until the 1
st
 quarter of 

2014 was 19.5%, up from the 16% of the previous quarter. 

Of these buyers, we tend to find a higher percentage buying 

around Gauteng as compared to the coastal cities. 

This arguably makes sense, given Gauteng’s status as Southern 

Africa’s business/economic “hub”, thus having strong business 

ties and transport links with the rest of the continent.   

 

 

Notes: 

1.  The Foreigner Home Buying Confidence Index is constituted as follows. When agents are asked the question as to the 

direction of foreigner home buying, they have 5 choices of answer to which we assign a numerical score. These are 

“there is a lot more foreign buying (which gets a score of +2)”, “there is a little more foreign buying (score of +1)”, 

“foreign buying remains the same as a quarter ago (score of 0)”, “there is a little less foreign buying (score of -1)”, or 

“there is a lot less foreign buying (score of -2)”. The Index is then calculated by weighting each of the 5 scores 

according to the percentage of agents choosing each answer option on a 4-quarter moving average basis. The maximum 

index value is thus +2, in which case 100% of respondents would be answering that “there is a lot more foreign buying”, 

and the minimum index value is -2, in which case 100% of respondents would be choosing the option “there are a lot less 

foreign buyers” . 

2. The Knight Frank Global House Price Index is produced by Knight Frank Real Estate Consultancy. For further 

information, see http://www.knightfrank.com 
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