
 

 

 

 

 

 

 

“LOW INCOME” AREAS OUTPERFORM ON 

PRICE GROWTH 

Our 1
st
 Quarter 2014 FNB Area Value Band house 

price estimates point to “Low Income Area” average 

price growth exceeding the other 3 higher value area 

segments. However, it must be said that segment price 

growth rates still move in a relatively narrow range, 

with not much to choose between them. 

Using Deeds data relating to transactions by 

individuals, we group areas into 4 “Major Metro 

Region* Area Value Bands” according to the longer 

term average prices of these areas. 

The 4 area value bands are the “Upper Income Area” 

value band, with a 4
th
 quarter average price of R2.1 

million, the “Middle Income Area” value band, with 

average value of R1.27 million, the “Lower-Middle 

Income Area” value band, with average value of 

R811,348, and the “Low Income Area” value band, 

with average value of R433,369. 

As at the 1
st
 quarter, the Low Income Area Value Band 

showed the highest price growth of 7.5%. This is higher 

than the Middle Income Areas house price inflation 

rate of 6.7%, the Lower Middle Income Areas with 

6.1%, and the Upper Income Areas with 5%. 

 

These relative performances alone don’t provide us 

with all of the insights, however. The Low Income Area 

performance is perhaps a “tale of 2 markets”. Many of 

the areas in this value band fall into the category of 

“Former Black Townships” (with a significantly lower 

average value of R295,800), and it is this group of 

areas that appears to be giving the Low Income Areas 

as a group their overall higher average price inflation. 

The Former Black Township Area segment is still on 

average the most affordable, and these areas are also 

arguably still the “preferred location” for many of the 

so-called Black households, as a portion of any group 

often prefers to live where its “roots” are. 

The demand for township property may currently be 

enhanced by what is still a financially constrained 

household sector financial situation, implying a search 

for affordability, while available stock is also perceived 

to be more constrained here than in the former “White 

Suburban” areas.  

Therefore, in the 1
st
 quarter of 2014, average price 

growth for the Former Black Township areas of South 

Africa’s major metro regions was estimated at 10.7% 

year-on-year, an acceleration from the revised 9.4% 

for the previous quarter. 

 

When considering the relative performances of the area 

value bands, it is not clear that relative performances 

are solely driven by affordability though. 

FNB Estate Agent Surveys in recent times have 

suggested that the areas in the average price range not 

far above R1m were something of a “sweet spot”. They 

have pointed to a high level of selling in order to 

upgrade by homeowners in areas below the R1m price 
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PROPERTY BAROMETER – AREA VALUE BANDS 

Former Black Townships outperform, holiday towns recovering but still lagging 

the metros, and Middle Income areas still appear to be a “sweet spot” by a small 

margin in the “Former Suburban” areas. 
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mark (Lower Middle Income), and we believe that this 

upgrading has been a strong source of support for 

demand in the Middle Income Area value band.. 

Do the relative price performances suggest the same? 

To a small degree yes, with Middle Income Areas 

showing estimated 1
st
 quarter price growth of 6.7% 

year-on-year, slightly higher than the 6.1% for the 

Lower Middle Income Area Value Band. 

Once again, though, it must be emphasized that the 

differences in the relative performances of the 4 area 

value bands are small. 

Outside of the Major Metros, we have compiled a 

Holiday Towns Index, using transaction data for towns 

deemed to be strongly holiday demand driven. 

 

Here, we have recently seen some acceleration in 

house price growth back into positive territory to the 

tune of 4.3% in the 1
st
 quarter of 2014. This appears in 

line with the FNB Estate Agent Survey reporting some 

moderate rise in holiday property demand, but the 

Holiday Town Index still lags the 6% 1
st
 quarter price 

growth rate of the 6 Major Metros, which are driven by 

what is still far stronger primary residential demand. 

This 4.3% Holiday Town price growth rate is the 

highest growth rate since the 1
st
 quarter of 2008, after 

what has been a tough period for these regions. 

CONCLUSION 

In short, therefore, the relative performances of key 

price segments of the major metro residential markets 

continue to move in a relatively narrow range.  

When one specially splits out the Former Black 

Townships, which are on average the most affordable 

areas of the residential market, we estimate that they 

have had the fastest price growth, with affordability 

still a key priority for many households. 

However, from our FNB Estate Agent Surveys as well 

as from the average house price growth estimates, the 

Middle Income areas, with average home values not far 

above R1m, also appear to be a relative “sweet spot”, 

albeit by a small margin.  

Finally, we have compared Holiday Town average 

price growth performance with that of the Major 

Metros, and while these towns have shown some 

recovery, they still lag the primary residence-driven 

metros in terms of price growth. This is to be expected, 

given the non-essential nature of holiday property 

buying, and given the still financially constrained 

household sector.  

*Major Metros – Tshwane, City of Joburg, Ekurhuleni, 

Ethekwini, Cape Town and Nelson Mandela Bay 
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