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South Africa’s housing market: properties
The delivery of affordable housing over the past twenty-four years has had a profound effect on South Africa’s
residential property market: the majority of properties in South Africa’s residential property market fall in the
“affordable” category

As at end 2017,
there are about 6,3
million properties on
the deeds registry.
Almost 60% are
valued at less than
R600 000.

About 30% of all
properties were
financed by
government
(1 888 979
properties).
If all RDP properties
were on the deeds
registry, they would
comprise about 39%
of the market.

Residential property by market segment:
number of properties, South Africa, 2016
• The entry market—
properties worth
R300 000 or less
• The affordable
market—properties
worth R300 000 R600 000
• The conventional
market —properties
worth R600 000 R1.2 million
• The high-end
market—properties
worth over R1.2
million

Housing is an asset with real & diverse investment potential
See http://housingfinanceafrica.org/documents/an-analytical-framework-for-understanding-housing-markets/

The house as a private asset | Housing sector as a national asset
Social asset | a place in the settlement,
an address, effective citizenship

Economic growth & job
creation | backwards and
forward linkages, impact of
housing on the economy

Sustainable human
settlements | integrated
with functioning local
economies

See Gardner, D (2018)
http://housingfinanceafrica.org/projects/housing-and-theeconomy/

See http://housingfinanceafrica.org/documents/cityreports-cape-town-ethekwini-manguang/

Financial asset | can
be traded for money
and can be used as
security against a loan
See http://housingfinanceafrica.org/projects/transaction-support-centre/

Economic (income-earning)
asset | part of a household’s
economic strategy – backyard
landlordism or home based
entrepreneurialism
See http://housingfinanceafrica.org/projects/housingentrepreneurs/ Work by Shisaka Development Management
Services

Financial intermediation | financial sector
development, and opportunities for domestic
http://housingfinanceafrica.org/documents/bringing-life-to-mortgage-markets-in-south-africa/
capital investment See
Work by Illana Melzer & Claire Hayworth 71point4

Housing is an asset with real and diverse
investment potential

1. Economic growth
& job creation |
backwards and forward
linkages, impact of
housing on the economy

Social asset | a place in the
settlement, an address, effective
citizenship

Financial asset |
can be traded for
money and can
be used as
security against a
loan
Financial intermediation | financial
sector development, and opportunities
for domestic capital investment

Sustainable human
settlements |
integrated with
functioning local
economies
Economic (incomeearning) asset | part
of a household’s
economic strategy –
backyard landlordism
or home based
entrepreneurialism

An increase in
housing supply
will impact on
GVA and GDP
growth.
Construction
impacts
especially on the
manufacturing
sector. Rental
impacts
especially on the
services sector.

Housing has a significant impact on the economy
Housing starts & completions are a leading economic indicator
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Housing has a significant impact on the economy
Macro-economic framework
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Housing starts & completions are a leading economic indicator

Housing has a significant impact on the economy
We can calculate this with our Housing Economic Model:

CONSTRUCTION

See http://housingfinanceafrica.org/story-housing-economy-exploring-south-africas-housing-value-chains/ for an overview of the methodology
and an analysis of 2014 data for South Africa. Work by David Gardner, Keith Lockwood, and Jacus Pienaar.

Housing has a significant impact on the economy
We can calculate this with our Housing Economic Model

RENTAL

See http://housingfinanceafrica.org/story-housing-economy-exploring-south-africas-housing-value-chains/ for an overview of the methodology
and an analysis of 2014 data for South Africa. Work by David Gardner, Keith Lockwood, and Jacus Pienaar.

Housing has a significant impact on the economy
In South Africa (2016 data)….
62 994 new properties were formally registered on the deeds registry in 2016, and multiple
home improvements were undertaken. About 3,6m households say they rent.
•

South Africa’s residential house construction and rental is a R60,5bn per annum industry,
employing about 468 000 people annually.

•

Gross Value Added contributes 2% of GDP, equivalent to 4.1% of GDP with intermediate
inputs included. This places the housing sector on par with the Agriculture, Forestry and
Fishing sector, the Food Sector , and the Energy Sector
For every R1,00 invested in housing construction and residential rental, the economy
generates R1,92 - this is the Direct Impact Multiplier
Significant impacts from residential house construction on secondary (manufacturing) and
tertiary (services) sectors in 4 SIC sectors; influence in 4 others.

•
•

•

•
•

–

Construction contributes mostly to manufacturing

–

Rental mainly to services sector.

Residential construction and rental are a 'Proudly South African' sector: >80% of intermediate
inputs are locally sourced and manufactured goods.
Economic contribution of rental housing is underplayed: almost double that of the
construction sector, with a higher skills profile.
Informal sector ”invisible”, under-counted

SA’s estimated
housing
backlog is
estimated at 23 million units.

What if the
housing
sector
delivered
housing to
meet actual
demand?
How do we
factor in
informality?

See http://housingfinanceafrica.org/story-housing-economy-exploring-south-africas-housing-value-chains/ for an overview of the methodology
and an analysis of 2014 data for South Africa. New paper currently in production.

Housing is an asset with real and diverse
investment potential

2. Economic growth &

Social asset | a place in the
settlement, an address, effective
citizenship

job creation | backwards
and forward linkages,
impact of housing on the
economy
Financial asset |
can be traded for
money and can be
used as security
against a loan

2. Financial intermediation | financial

sector development, and opportunities for
domestic capital investment

Sustainable human
settlements |
integrated with
functioning local
economies
Economic (incomeearning) asset | part of
a household’s
economic strategy –
backyard landlordism
or home based
entrepreneurialism

The affordable
resale market
offers an
opportunity to
expand mortgage
lending and
increased levels
of household
investment in
housing.

South Africa’s mortgage market has not grown
in real terms
MORTGAGES AND GROWTH: SARB
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While origination grew in real terms between 2010 and 2015, the nominal book value of bank
mortgages remains below pre-GFC levels in real terms. At the height of the expansion in the mortgage
market in 2005, when the market grew 43% year-on-year in loans paid out, new loans accounted for
roughly 60% of the total book value. In 2017, this was at 20%. In 2007, 14.5% of households in South
Africa had a mortgage. By 2016, this had declined to 9.7% of households.
See http://housingfinanceafrica.org/documents/bringing-life-to-mortgage-markets-in-south-africa/ Work by Illana Melzer & Claire Hayworth 71point4

South Africa’s mortgage market has not grown
in real terms
MORTGAGE LOANS GRANTED – TOTAL: 2007 – 2017
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FSC MORTGAGE ORIGINATION: 2004 –2016 NUMBER OF LOANS
Number of loans

70 000
60 000

57 324

55 287

53 159

50 000

43 721

40 000
30 000

25 147

24 643

2008

2009

27 708

29 981

2010

2011

26 911

24 897

2012

2013

30 909

29 060

20 000

21 464

10 000
0
2004

2005

2006

2007

2014

2015

2016

See http://housingfinanceafrica.org/documents/bringing-life-to-mortgage-markets-in-south-africa/ Work by Illana Melzer & Claire Hayworth 71point4

Entry market

Affordable market

Conventional market

High-end market

Note: the scale in these two graphs are different: in line with market activity, where there are
many more resale transactions than new transactions, far many more loans have been
granted against resale transactions than against new transactions.

This has meant declining access to credit for lower income
earners: both new & resale and a diminishing role for mortgages
in SA’s overall credit market

And yet, lower value loans are more profitable, on a
rand for rand basis
AFFORDABLE
LOW

AFFORDABLE
MEDIUM

AFFORDABLE
HIGH

CONVENTIONAL
LOW

Loan size

R110,000

R240,000

R380,000

R210,000

R680,000

R1.8 million

Term

20 years

20 years

20 years

20 years

20 years

20 years

90%

90%

90%

85%

85%

85%

Interest rate

12.5%

12.5%

12.5%

11.5%

10.5%

9.5%

Return per
R1 loaned

39,3%

35,2%

32,4%

30,4%

21,6%

14,5%

Interest profit/ loss

36,9%

36,1%

34,2%

30,6%

23,8%

17,0%

Fee profit/ loss

7,7%

4,4%

3,2%

4,8%

2,6%

1,9%

Equity cost

-5,3%

-5,2%

-4,9%

-5,0%

-4,7%

-4,5%

Loss given default

-0,02%

-0,07%

-0,02%

-0,02%

-0.00%

-0,00%

LTV

CONVENTIONAL
MEDIUM

CONVENTIONAL
HIGH

Breakdown:

The0model output generates a ROI, broken down into key value drivers. Given the assumptions about the loan
characteristics as well as costs and performance, it appears that higher interest margins and lower probability of
settling early more than compensate for higher default, “affordable low” loans
See http://housingfinanceafrica.org/documents/bringing-life-to-mortgage-markets-in-south-africa/ Work by Illana Melzer & Claire Hayworth 71point4

Returns on a R110 000 affordable loan: sensitivities
DEFAULTERS (RESULTING IN REPOSSESSION)

Return per
R1 loaned

EARLY RE-PAYERS

PERFECT
PAYER

ERRATIC
PAYER

DEFAULT
MONTH 12

DEFAULT
MONTH 60

DEFAULT
MONTH 120

PREPAYMENT
MONTH 12

PREPAYMENT
MONTH 60

PREPAYMENT
MONTH 120

52,8%

55,6%

-36,1%

14,2%

48,8%

8,5%

27,0%

42,1%

50,1%

56,9%

-7,9%

16,0%

48,0%

5,9%

24,9%

40,0%

9,3%

6,1%

3,4%

7,0%

3,6%

5,9%

7,8%

-6,6%

-7,5%

-5,3%

-6,2%

-1,1%

-3,9%

-5,6%

Breakdown:

Interest profit/ loss

Fee profit/ loss

Equity cost

Loss given default

-14,5%

-4,2%

-9,5%

0

Returns on a R110 000 affordable loan depend on payment patterns, default timing and early
repayment. Policy can support market performance with respect to specific sensitivities, that may
encourage greater lender participation.
See http://housingfinanceafrica.org/documents/bringing-life-to-mortgage-markets-in-south-africa/ Work by Illana Melzer & Claire Hayworth 71point4
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South Africa’s mortgage market has not
grown in real terms
60 000

Bonded NEW transactions by market segment (2007 - 2017)
50 000

40 000

30 000

20 000

10 000

0

2007

2008

2009

2010

2011

2012

2013

2014

2015

2016

2017

Bonded new Over 1.2M

12 361

5 991

2 914

3 290

3 655

3 861

5 232

6 109

6 963

7 273

6 883

Bonded new Betw 600 1.2M

17 224

10 200

4 588

4 798

5 524

6 288

7 192

8 922

9 464

9 483

9 706

Bonded new Betw 300 600

24 145

17 753

8 374

8 629

11 528

11 302

11 511

11 358

11 510

8 943

7 598

Bonded new Under R300k

6 143

6 094

1 994

1 887

1 618

1 039
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Data source: CAHF’s Citymark, using Deeds Registry Data supplied by Lightstone Property as at the end of December 2017 (sourced July 2018)

24 529 bonded new transactions in 2017: about 40% of all new transactions
only 32% in the ”affordable” & “entry” markets.

South Africa’s mortgage market has not
grown in real terms
180 000

Bonded RESALE transactions by market segment (2007 - 2017)
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Data source: CAHF’s Citymark, using Deeds Registry Data supplied by Lightstone Property as at the end of December 2017 (sourced July 2018)

86 628 bonded resale transactions in 2017
only 18% in the ”affordable” & “entry” markets.

Lenders have been experimenting in the RDP
resale market. Tentatively…
While resale market
activity has been
growing in the
conventional and highend markets, it has
declined in the entry
and affordable
markets.
The asset performance
of government
subsidised stock is also
limited, with less than
about 15 000 formal
resale transactions per
year, of which less
than 2500 are financed
with a mortgage – still,
this is beyond
expectations..

The resale market offers a substantial new lending opportunity
Household 1 lives in a shack
in Meway, Cape Town

Household 1 sells the rights to
their shack for R10 000 and buys
a home for R125 000 in Delft
South. With that purchase, they
are no longer part of the
housing backlog, and they have
helped Household 2 realise the
financial asset value of their
home.

Sources:
https://www.privateproperty.co.za/fo
r-sale/western-cape/capetown/bellville/delft/T1225789
https://www.privateproperty.co.za/fo
r-sale/western-cape/capetown/bellville/delft/T1297382
https://www.privateproperty.co.za/fo
r-sale/western-cape/cape-town/capeflats/khayelitsha/2-khayelitshasections-street/T1331209

Household 2 lives in an RDP
house in Delft South, that they
received in the early 1990’s

Household 3 lives in an RDP
house in Delft, Roosendal that
they received in the early 1990’s

Household 2 sells their home for
R125 000 and buys a home for
R280 000.

Household 3 sells their home for
R280 000 and buys a home for
R450 000.

Household 1 has R10 000 equity
from the sale of their shack. They
need a loan of R115 000 to buy
this house.

Household 2 has R125 000
equity from the sale of their RDP
house. This means they need a
loan of R155 000.

At 13,5% interest over 20 years,
and with a repayment of
R1400/m, this would be accessible
to a household earning R7000.

At 13,5% interest over 20 years,
and with a repayment of
R1900/m, this is affordable to a
household earning R9500.

Or, a household earning earning
R3500 could afford the R125 000
house If they accessed the full
FLISP subsidy and a mortgage loan
of R38 000. This would involve a
loan repayment of R600/m over
10 years at 13,5%.

They receive no further support
from the state, and their home
has been bought by a nonqualifier in the gap market.

Household 4 lives an RDP
house in Khayelitsha

Household 4 sells their home for
R450 000, and so on...
Household 3 has R280 000
equity from the sale of their RDP
house. This means they need a
loan of R170 000.
At 13,5% interest over 20 years,
and with a monthly repayment
of R2100/m, this is affordable to
a household earning R10 500.
They receive no further support
from the state.

The resale market offers a substantial new lending opportunity

The SA deeds registry includes
an estimated 1.88 million
government-subsidised
houses.

At the end of 2017,
there were 1,888,979
RDP and BNG houses on
the deeds registry: 30%
of the total residential
property market in SA

Of these, 951 850 are in the
major metros, and of these,
847 292 are older than eight
years, making them eligible
for trade on the resale market.
The average churn rate for the
entire residential property
market in SA is 2.58% per
annum.
Applying this to eligible
government-subsidised stock
in the major metros suggests
the potential for 21 860

new mortgage loans per
annum. The sellers of these
houses would then become
new buyers with equity, for
entry-level new build.

Housing is an asset with real and diverse
investment potential

Social asset | a place in the
settlement, an address, effective
Economic growth & job citizenship
creation | backwards
and forward linkages,
impact of housing on
the economy

3. Financial asset |
can be traded for
money and can be
used as security
against a loan

Financial intermediation | financial
sector development, and opportunities
for domestic capital investment

Sustainable human
settlements |
integrated with
functioning local
economies
Economic (incomeearning) asset | part
of a household’s
economic strategy –
backyard landlordism
or home based
entrepreneurialism

Residential resale
transactions
enable
households to
realise the asset
value of their
homes and
leverage this for
further
investment. This
creates a low,
accessible first
rung on the
housing ladder.

But transactions in the low-value residential resale market can
be complex, costly, and slow. So, introducing…

See http://housingfinanceafrica.org/projects/transaction-support-centre/

24

The Transaction Support Centre is a pilot, action-research initiative in
Khayelitsha, located in the Desmond Tutu Sport & Recreation Centre.
The TSC provides free, hands-on assistance and advice for individuals looking to buy and sell
residential properties
through EFFICIENT, SAFE & LEGAL processes.
At the same time, the TSC documents the progress of transactions, to highlight potential
policy, legislative and administrative issues for attention.

See http://housingfinanceafrica.org/projects/transaction-support-centre/

25

The Transaction Support Centre is NOT an
estate agent or a conveyancer (lawyer).
We do not:
1. Earn any commissions on sales
conducted through the TSC
2. Charge any fees for our advice or
assistance
The TSC connects buyers & sellers to
trusted lawyers, formal estate agents and
other service providers who can help them
do things through formal, legal processes.
In this way, the TSC supports effective,
legal transactions, and works to overcome
the attraction (and practice) of informal
sales.

See http://housingfinanceafrica.org/documents/buy-and-sell-your-home-theright-way-transaction-support-centre/

Lessons so far

q There are very many
reasons to sell a low-cost
house informally: we must
make the reasons to sell a
house formally relevant to
low value transactions.
q Slow response times from
regulatory bodies (the City,
the Province, the Deeds
office)
q Limited trust in formal
processes and limited
awareness of how they
protect buyers and sellers
q High transaction costs
q As a consequence there is
very limited consumer
protection and very high
risk associated with
property transactions

HOUSE FOR SALE: R140 000

FORMAL

INFORMAL

DIRECT COST: BUYER

Conveyancing fee: R7 382.40*

None

DIRECT COST: SELLER

Rates arrears: ??
Certificates: R1 500
Certified copies of title deed (if
required)

None

ACCESS CONSTRAINTS

Clean title deed
Pre-emptive clause
Other documents

None

Search costs
Travel costs
TIME

Uncertain: up to ten months,
maybe more than a year

Immediate

RECOURSE AND
PROTECTION

Complaints process: submit a
written complaint to the Cape
Law Society

Social sanction

* Note: on this transaction there was a mortgage of R84 000. Bond attorney costs were R7 123.60

See http://housingfinanceafrica.org/documents/comments-on-the-south-african-property-practitioners-bill/
and http://housingfinanceafrica.org/case-study-1-the-time-it-takes-to-buy-a-house-in-delft/

Lessons so far
TSC Dashboard
as of 13/9/2018

NUMBER OF CASES

q There are very many
reasons to sell a low-cost
house informally: we must
make the reasons to sell a
house formally relevant to
low value transactions.
q Slow response times from
regulatory bodies (the City,
the Province, the Deeds
office)

Total number of cases submitted

number

percentage

29

Status: Open

21

72%

Status: Closed

7

24%
97%

Note: There is a duplicate entry that needs to be clarified with magibs
TYPES OF CASES

number

percentage

There is a problem with the title deed

14

48%

They want to buy a home

8

28%

They want to sell their home

5

17%

There is a legal problem

2

7%
100%

number

percentage

q Limited trust in formal
processes and limited
awareness of how they
protect buyers and sellers

Intestate

8

57%

Cash sale

5

36%

Administrative

1

7%

q High transaction costs

Number of credit checks conducted

6

Number of credit checks passed

2

q As a consequence there is
very limited consumer
protection and very high
risk associated with
property transactions

TYPES OF TITLE DEED ISSUES

100%
CREDIT APPLICATION

number

percentage
33%

HSS CHECKS
Number of HSS checks

6

Number of HSS checks that are clear

5

83%

Note: One applicant came up as having been approved a subsidy in the EC that she never took up

See http://housingfinanceafrica.org/documents/comments-on-the-south-african-property-practitioners-bill/
and http://housingfinanceafrica.org/case-study-1-the-time-it-takes-to-buy-a-house-in-delft/

VISIT US:

Desmond Tutu Sport & Recreational Hall Paul
Ave, Khayelitsha
Monday - Saturday

CONTACT US:

061 863 7169 /
081 783 0281

http://housingfinanceafrica.org/projects/transaction-support-centre/

See http://housingfinanceafrica.org/documents/tsc-consumer-education-flyers/

Housing is an asset with real and diverse
investment potential

Demand for
affordable
rental creates
investment
opportunities
for low-income
households as
small scale
landlords, for
entry-level
entrepreneurs,
and for lenders
and
contractors.

Economic growth &
job creation |
backwards and
forward linkages,
impact of housing on
the economy
Financial asset
| can be traded
for money and
can be used as
security against
a loan

Social asset | a place in the
settlement, an address, effective
citizenship

Financial intermediation | financial
sector development, and opportunities
for domestic capital investment

Sustainable human
settlements |
integrated with
functioning local
economies

4. Economic (income-

earning) asset | part of a
household’s economic
strategy – backyard
landlordism or home
based entrepreneurialism

TUHF focuses on
emerging entrepreneurs
providing inner city
rental housing in South
Africa

www.tuhf.co.za

TUHF’s uMaStandi: mortgage loans, micro
finance and commercial property finance

Financing township
rental property
entrepreneurs

• uMaStandi is a pilot, financed by TUHF’s not-for-profit arm, and funds from
the National Jobs Fund, to test the financing of backyard rental
• Construction of compliant, quality, affordable rental accommodation the backyards
• Assists township landlords to increase their monthly income and grow the value of
their property

Don’t forget the informal rental market
It an additional dimension to demand &
supply: rentals are affordable & yields are high

Estimated monthly rentals for shacks not in backyards,
NIDS, Wave 4 data (entire country)

Rental yields on shacks not in backyards,
NIDS, Wave 4 data (entire country)

Analysis by Illana Melzer for CAHF, 2017

Housing is an asset with real and diverse
investment potential

Social asset | a place in the
settlement, an address, effective
Economic growth & job citizenship
creation | backwards
and forward linkages,
impact of housing on
the economy
Financial asset |
can be traded for
money and can
be used as
security against a
loan
Financial intermediation | financial
sector development, and opportunities
for domestic capital investment

5. Sustainable

human settlements |
integrated with
functioning local
economies
Economic (incomeearning) asset | part
of a household’s
economic strategy –
backyard landlordism
or home based
entrepreneurialism

Effective land use
planning and
management can
shape land
values and
influence
investment
decisions, while
also supporting
spatial
transformation
and economic
empowerment
objectives.

Land Reform interventions must support
value creation and best use of all land: public & private
•

•

•
•
•

•

•

Key role of the state is to maximise the value
of ALL land – both public and private
(M/PFMA and GIAMA/ SDF )
Achieve best value / optimization in terms of
ROI – functional financial, economic and
social return.
Significant residual value inherent in public
urban land assets
Public assets exist to provide value to both
society and the asset custodians;
Effective asset management systems &
practices required to give assurance that
assets will fulfil their required purposes
(realise their true value).
Strategic planning and decision making
therefore at the core of the approach to
public land management
Best Use to look at sustainable and
connected neighborhoods

Cost of not managing public
real estate strategically is
overspending, lost income and
poor service delivery

Financial returns and revenue that can be derived
from the land, improve efficiency in respect of
property owned and/or occupied by the State

Financial
The social benefit of
property in that it is a
State asset to be used for
the public good, or a
private asset that
supports social
objectives.

Social

Components
of land of
value

Economic

Functional

The economic
value of
property in
stimulating
economic
activity and
growth.

The functional role that a property plays in
facilitating the efficiency and effectiveness of
urban form for the benefit of all residents.

The state must shift its approach to property from
“public works” to “asset management”. By viewing
property as an asset that must be managed, the
strategic role that it can play in achieving the broader
objectives of social transformation and economic
development can be identified and amplified.
Source: McKenna, L (forthcoming) Realising social and economic integration
in South Africa’s property markets.

Housing is an asset with real and diverse
investment potential
1.

Economic

growth & job creation
| backwards and
forward linkages,
impact of housing on
the economy

An increase in
housing supply
will impact on
GVA and GDP
growth.
Construction
impacts
especially on the
manufacturing
sector. Rental
impacts
especially on the
services sector.

2.

Financial

intermediation |
financial sector
development, and
opportunities for
domestic capital
investment

The affordable
resale market
offers an
opportunity to
expand
mortgage
lending and
increased
levels of
household
investment in
housing.

3.

Financial

4. Economic

asset | can be
traded for money
and can be used
as security
against a loan

(income-earning) asset
| part of a household’s
economic strategy –
backyard landlordism or
home based
entrepreneurialism

Residential
resale
transactions
enable
households to
realise the
asset value of
their homes
and leverage
this for further
investment.
This creates a
low, accessible
first rung on
the housing
ladder.

Demand for
affordable rental
creates investment
opportunities for
low-income
households as small
scale landlords, for
entry-level
entrepreneurs, and
for lenders and
contractors.

5.

Sustainable

human settlements |
integrated with
functioning local
economies

Effective land use
planning and
management can
shape land values
and influence
investment
decisions, while
also supporting
spatial
transformation and
economic
empowerment
objectives.

Thank you!
Kecia Rust
kecia@housingfinanceafrica.org
www.housingfinanceafrica.org
+2783 785 4964
Twitter @CAHF_Africa
Twitter @AUHF_Housing
Visit the Citymark dashboard
http://housingfinanceafrica.org/dashboards/
citymark/
The Transaction Support Centre is a pilot,
action-research initiative in Khayelitsha, in
the Desmond Tutu Sport & Recreation
Centre
CAHF’s work is supported with funding from:

