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Commercial rental data in context

As the custodian of South Africa’s most in-depth and extensive information on rental payment behaviour, TPN Credit Bureau profiles
tenant payment performance in both the commercial and residential sectors of the South African property industry.  TPN’s Commercial
Rental Monitor is based on a data series that commenced in 2010 and provides a review of the latest tenant behaviour and
indicators in context with the past eight quarters.

Commercial ahead of residential averages
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Good Standing Rent (Commercial)

Good Standing Rent (Residential)

Good Standing Credit (Consumer)

Paid on Time
Partial Payment
Paid Late
Did Not Pay

61%
10%

22%
7%

73 66 80 82 81 79 80 83

81 81 81 79 80 81 81 81

53.1 53.7 53.5 53.6 53.3 53.8 53.8 53.6

Although there has been an increase in the Paid Late category, it appears these tenants have moved over from delinquent territory
in which they would previously have made a Partial Payment, as well as from the Did not Pay category. Only 7% of commercial
tenants fell into the Did not Pay category, currently the lowest on record –  and a substantial improvement from 16% who Did not
Pay, recorded in Q4 of 2010.
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Best payment performance recorded to date

The second quarter of 2012 has been characterised by positive tenant data, with a firming of payment behaviour to 83% of tenants
deemed to be in Good Standing with their landlords, making this the best quarter for rental performance recorded to date. The
‘Tenants in Good Standing’ category includes those tenants who Paid on Time as well as those who Paid Late. Further drill-down
indicates a marginal improvement to 61% of tenants in the Paid on Time category and 22% of tenants in the Paid Late category.



Regional performance

Similarly to data included in TPN’s Residential Rental Monitor, the Western Cape and Eastern Cape proved to be the most reliable
regions for exemplary rental payment behaviour, with Commercial Tenants in Good Standing measured at 86% and 88% respectively,
while only 6% and 5% of tenants in these areas did not make any payment at all. Kwa-Zulu Natal and Gauteng tenants are slightly
off the regional highs at 83% and 82% respectively in Good Standing and 9% and 7% in the Did not Pay category.
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Liquidations & Court Orders

Apparent good news is that the number of companies liquidated in Q2 was down to 723 from 921 in the first quarter of this year,
although monthly numbers are quite volatile and hence an annual perspective provides a clearer picture. 2010 saw 3992 liquidations,
3559 took place in 2011 and 1644 during the first half of 2012, with companies in the financial services, insurance and real estate
sectors adding up to nearly half the numbers.

The number of civil judgements against juristic entities issued for rent in Q2 rose to 1367 from 1260 the previous quarter, although
the value remained fairly stable at R32,192 million vs. R32,243 million. This steady trend is highlighted by the year on year figures.
For example in Q2 of 2011 there were 1455 civil judgements issued for a total of R29,715 million.

Conclusion

Viewed against the overall context of high vacancies, low escalations and deteriorating global financial conditions, it is more
important than ever for landlords and managing agents to perform comprehensive credit profiling on a juristic entity and all its
members/directors including a full affordability assessment.

While obtaining sureties remains crucial, it is equally important to ensure that signed leases, resolutions and all supporting
documentation is kept up-to-date. Legal action or the threat thereof will demand complete documentation for the process to be
successfully finalised.


