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BUDGET BREAKS? 
Housing affordability has been a 
topic raised regularly in the press 
over the past few months.  In the 
excitement over unprecedented 
house price increases, and all that 
means for the national economy, the 
impact on the average person’s 
ability to buy a first house has not 
been lost.   

A recent study by the Bureau for 
Market Research has found that the 
income inequality dynamics that 
have shaped South Africa in the past 
are changing dramatically. But, 
despite the changes, most black 
households remain outside the loop.   
Among other findings, the study 
notes that:  

• “the number of black households 
that moved into the high income 
group, earning R153 000 a year 
or more jumped to 440 000 [or 
about 3.6% of population] – a 
massive 368% growth between 
1998 and last year”; 

• over the same period, the 
number of white households in 
the high income category 
(earning an average of R12 750 
per month) increased by 16% to 
642 000 (about 5.2% of the 
population). 

The study’s author, Prof Helgard van 
Wyk, estimates “that the after tax 
income of an average white 
household will increase from 
R190 563 a year [in 2004] to 
R236 435 in 2007.  Black households 
can expect average incomes to 
increase from R43 533 a year in 2004 
to R54 424 in 2007”. 

The first point suggests the “high 
income group” comprises those 
households who earn R153 000 a year 
or more (or R12 750 a month or 
more).   With this income, and at 
current interest rates of 12%, the 
“high income” household could 
afford a mortgage bond of about 
R347 384.27.  Meanwhile, house 
prices in SA, as reported in the latest 
ABSA Economic Perspective for the 
first quarter in 2005, are averaging 
R574 600 (small houses between 80-
140m² average about R420 000).   

This means that even the “high 
income group” can’t afford the 
average house. 

More appropriate, therefore, for this 
section of the market, is the housing 
that ABSA defines as “affordable” – 
that is generally between 40-79m².  
This housing, ABSA reports, was 
priced at an average of about R193 
000 in 2004.    

It is at this segment of the market 
that Finance Minister Trevor 
Manual’s transfer duty concessions, 
announced in his 2005 budget, are 
focused: 

“Taking into account the steep rise 
in property prices over the past two 
years, it is proposed that the 
transfer duty exemption threshold 
should be raised from R150 000 to 
R190 000, together with an increase 
in the upper threshold from R320 000 
to R330 000.  The duty payable on a 
property of R330 000 or more will 
fall by R2 300, making houses slightly 
more affordable.” (2005 Budget 
Speech) 

In principle,  the concession is a 
welcome relief for many households 
operating in that market.  But is it 
enough?  Property industry 
commentators suggest it isn’t, 
especially given the rise in 
collections on transfer duty, 
estimated at R600m per month last 
year.      

On the other hand, the target of the 
Financial Sector Charter housing 
commitments is households earning 
between R1 500 and R7 500 per 
month – just the range that will 
benefit from the Minister’s 
concessions.  

Kecia Rust – TRPM Coordinator 

CURRENT RESEARCH 
The FinMark Trust, Gauteng 
Department of Housing, Nedbank and 
the Social Housing Foundation 
recently called for proposals for 
research into mechanisms to support 
the emergence of entrepreneurs and 
small scale landlords.  Proposals 
have been received and a contractor 
will be appointed shortly.  For more 
detail about the study, contact Kecia 
Rust on Kecia@iafrica.com.  

RESOURCES 
Following the release of TRPM News 
No. 5, ABSA  senior economist 
Jacques du Toit has pointed out: 
“Price trends with regard to 
affordable housing are analysed and 
have been published since the first 
quarter 2001 edition of the 
ABSA Economic Perspective 
publication.” 

While this is certainly welcome, it 
remains true that there is 
substantially less data analysis 
available on the “affordable market” 
than on the market comprising 
properties greater than 80m².  This 
is surprising, given the population 
distribution statistics mentioned 
earlier.  What is still needed is data 
that looks at the “affordable 
market” not limited to house size, 
and also including specific areas, 
such as the former black townships.  
With government’s emphasis on the 
growth of a secondary residential 
property market – as demonstrated  
both in the Housing Department’s 
recent “Breaking New Ground” 
strategy and also in Minister 
Manuel’s budget speech – such data 
would seem particularly relevant. 

The new work by the FinMark Trust 
and other parties will focus on this 
gap.  Watch this space for 
developments.  

ABSA Quarterly analysis of the 
Residential Property Market is now 
available in its Economic Perspective 
publication: 
http://www.absa.co.za/ABSA/PDFFiles/E
P_2004_Q1_English_Housing_web_4.pdf   

The Bureau for Market Research study 
can be found at 
http://www.unisa.ac.za/default.asp?Cm
d=ViewContent&ContentID=2359  

UPCOMING EVENTS 
§ 5-6 April 2005: International 

Property Law Conference, 
Stellenbosch University.  
§ For a listing of property-related 

events, visit www.rode.co.za. 
 
 
REMINDER: TRPM household survey 
data is available on-line for free on 
www.eighty20.co.za  


