
South Africa

Overview

Akin to the rest of the continent, South Africa is rapidly urbanising. The urban
population has been growing on average by 2% per year for the last decade,
and it is estimated that by 2030, 71% of South Africa’s total population will
be living in urban areas and cities.1 Although the government has delivered
more than three million state-sponsored houses to low-income families since
1994, it has not been able to keep up with the growing urban population in
terms of adequate housing provision. In 2018, an estimated 26% of the urban
population lived in slums.2 While income poverty, measured as the
proportion of the adult population living below the upper bound poverty
line (UBPL) of R1 335 (US$77) per month, is much higher in rural areas
(81%) than in urban areas (41%),3 the intensity of poverty in urban areas is
often considered to be higher.4

South Africa is the second largest economy in Africa,5 with a Gross Domestic
Product (GDP) of R6.8 trillion (US$418 billion) and a population of 60 million.
After a 6.4% contraction in 2020, the economy grew by 4.9% in 2021,6 driven
by the gradual reopening of the economy after COVID-19 regulations and
mobility restrictions, an increase in global demand for South African exports,
and high commodity prices. This growth continued in the first quarter of 2022,
as GDP expanded by 1.9%. However global fears of a recession put
downward pressure on commodity prices, and a massive resurgence in load
shedding contributed to a decline of 0.7% in GDP growth during the second
quarter.7 The construction industry declined by 2.4% in the second quarter
of 2022, which saw a decrease in residential buildings and construction work.

Uncertainties in global capital markets, fuelled by fears of a recession,
international inflation, and interest rate hikes, as well as geopolitical events
such as the Russia-Ukraine war, have caused the rand to plummet, especially
since April 2022. On 8 September 2022, the rand weakened against the dollar
to R17.52, the weakest level since 2020. This has contributed to a significant
hike in consumer price inflation, which stood at 7.8% in August 2022,8 the
highest in over a decade.  The South African Reserve Bank (SARB), in an effort
to rein in inflation, has implemented a series of repo rate hikes. The latest
repo rate increase of July 2022 to 5.5%, the largest in twenty years, puts
tremendous pressure on homeowners already burdened by cost-of-living
increases in food and petrol.9 The prime lending rate now sits at 9%.10

South Africa faces several climate change risks, especially in terms of extreme
weather events. Droughts are a common phenomenon in the country and
are often followed by a water and food security crisis, especially for
households that depend on agriculture for their livelihoods. Likewise, flooding
in some areas has negatively impacted infrastructure, housing and food
security.11 In April 2022, flooding and landslides in Kwa-Zulu Natal displaced
approximately 40 000 people, destroyed 12 000 homes, and caused severe
damage to schools, roads, and health centres.12 The fiscal impact of natural
disasters on the government budget and overall economy is likely to grow as
future climate-related disasters are expected to rise globally by 37% by
2025.13
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Access to finance

South Africa has a sophisticated banking system, with a variety of banks, including mutual
banks, cooperative banks, and foreign banks. However, five commercial banks, namely
Standard Bank, First National Bank (FNB), ABSA, Nedbank, and Capitec dominate the
banking industry. Fifteen banks14 finance household mortgages to the residential sector
as does a mortgage finance company, SA Home Loans.  However, ABSA and Standard
Bank tend to be the largest mortgage lenders to properties in the entry (valued under

KEY FIGURES

Main urban centres
Pretoria, Johannesburg,
Cape Town, Durban

Exchange rate (1 July 2022): 1 USD = [a]
1 PPP$ = (2021) [b]

16.41 South African Rand
7.17 South African Rand

Total population (2021) [b] |  Urban population (2021) [b]
Population growth rate (2021) [b] |  Urbanisation rate (2021) [b]
Percentage of urban population living in slums (2018) [c]
Population living less than 5m above sea level (2010) [b]
Most common fuels used by households |  by B40 households (2016) [d]
Percentage of female-headed households (2018) [d]
Percent of population that have received at least 1 dose of COVID-19
vaccination as of 1 October [e]
Unemployment rate (% of total labour force, national estimate) (2022) [f]
Percentage of women participating in the labour market formally (2021) [d]
Gini coefficient (2017) [b]
HDI country ranking (2020) [c] |  HDI country score (2021) [c]

60 041 996 |  40 736 693
1.23% |  1.96%
25.6%
0.2%
Electricity |  Electricity
42.6%

38.87%
33.9%
46%
62.80
102 |  0.71

GDP per capita (Current US$) (2021) [b]
GDP (Current US$) (2021) [b]
GDP growth rate (2021) [b]
Inflation rate (2021) [b]
Lending interest rate (2021) [b]
Proportion of adult population that borrowed formally (2021) [b]

US$6 994
US$419 946 million
4.91%
4.61%
7.0%
61%

Number of residential mortgages outstanding [g]
Value of residential mortgages outstanding (USD) (2021) [g]
Prevailing residential mortgage rate |  Term [h]
Maximum LTV on a residential mortgage [h]
Ratio of mortgages to GDP
Number of residential mortgage providers [i]
Percentage of women who own a house alone and/or jointly (2016) [c]
Number of microfinance loans outstanding [g]
Value of microfinance loans (USD) [g]
Number of microfinance providers (2020) [j]

1 663 885
US$68 559 million
9 – 13% |  30 years
105%
16.33%
15
27.8%
6 256 063
US$16 692 million
4 500

Total number of residential properties with a title deed [k]
Number of formal dwellings completed annually [e]
Number of residential projects certified by EDGE [l]
Price of the cheapest, newly built house by a formal developer or
contractor in an urban area in local currency units [m]
Size of cheapest, newly built house by a formal developer or contractor in
an urban area in square meters [m]
Typical monthly rental for the cheapest, newly built house [n]
Cost of standard 50kg bag of cement in local currency units [o]
Type of deeds registry: digital, scanned or paper (2020) [p]
World Bank Ease of Doing Business index rank (2020) [p]
Time to register property (days) |  Cost to register property (2020) [p]
World Bank DBI Quality of Land Administration index score (0-30) (2020) [p]

6 738 520
32 627*
25

679 000 ZAR

55m2

4 734 ZAR
96 ZAR (US$5.85)
Computer - Scanner
84
23 days |  8.0%
15.5

NB: Figures are for 2022 unless stated otherwise.

Member organisations of the African Union for Housing Finance (AUHF): 
First National Bank - Home Finance                      Home Finance Guarantors Africa Reinsurance 
iBuild Global Inc                                                        Ilima Foundary
International Finance Corporation (IFC)                  Kura Chihota
MDW Inc                                                                   Miyamoto
National Housing Finance Corporation (NHFC)      Reall
Select Advisors Limited                                           TUHF Limited

[a]    Xe.com
[b]    World Bank World Development Indicators
[c]    United Nations Human Settlements Programme (UN-HABITAT)
[d]    Demographic and Health Surveys, USAID 
[e]    Johns Hopkins University Coronavirus Resource Center
[f]     Statistics South Africa (StatsSA)
[g]    National Credit Regulator (NCR)
[h]    Standard Bank SA

[i]     Reserve Bank of South Africa
[j]     MicroFinance South Africa (MFSA)
[k]    Lightstone Property
[l]     Edgebuildings.com
[m]   Fine Home Southern Africa
[n]    Blue Rise Village
[o]    Buco
[p]    World Bank Ease of Doing Business Indicators



R300 000 (US$18 280)) and affordable market (valued up to R600 000
(US$36 560)), often accounting for more than 50% of bonded transactions in these
market segments.15

At the end of March 2022, residential mortgages amounted to R1.12 trillion
(US$68.2 billion) with 1.6 million mortgage holders, who comprise 4.1% of the
adult population aged 15 to 64.16 The overwhelming majority (88%) of all
mortgages granted in the first quarter of March 2022 exceeded R700 000
(US$42 600),17 which indicates the low proportion disbursed to households in
the affordable housing sector.  Home loan advances have increased year-on-year
to May 2022 by 7.2%18 possibly due to prevailing low interest rates. New
residential mortgages granted with a loan-to-value ratio less than or equal to 80%
decreased from 53% in 2019 to 44% in 2021, indicating a relaxation of deposit
requirements. This of course raised the credit risk for banks and the high interest
rate environment is expected to significantly weaken mortgage affordability.19

The value of consumer credit increased year-on-year by R20.35 billion (US$1.23
billion) by March 2022, totalling 3.8 million accounts.20 While this is an increase of
14.66% on year-on-year basis, it is nevertheless a decrease of 5.55% compared to
the previous quarter that ended December 2021, reflecting the increased credit
risk environment that accompanied 2022. The level of credit indebtedness has
increased dramatically as the number of accounts increased by almost 20% year-
on-year.21 Non-performing mortgage loans stood at 4.3%, showing a year-on-year
decrease of 7% to March 2022,22 possibly reflecting the relief brought by reduced
interest rates to financially strained households during COVID-19. 

South Africa has made significant progress in recent years toward financial inclusion.
A recent report showed that the number of women purchasing homes in their own
right are increasing faster than men. In 2019 for instance, 27% of homeowners were
single women, compared to 26% of single men.23 In 2020, 185 070 mortgages
(30%) were approved for historically disadvantaged women in and below the gap
market,  out of a total of 622 286 home loans approved overall.24

There is a ready supply of microfinance institutions in the country: over 1 300
microfinance provider offices, represented by MicroFinance South Africa, are
currently registered with the NCR.25 These institutions constitute an important
credit line for low-income households who struggle to obtain housing finance
through commercial banks. Microfinance institutions providing housing finance
typically focus on incremental loans for home building or home improvements, and
are often funded by the National Housing Finance Corporation (NHFC). These
include Kanga Finance (previously Lendcor), which offers loans of up to R75 000,
and a maximum repayment period of 36 months, and Evolution Finance (formerly
REAL People), which offer loans of up to R175 000 (US$10 663) and a loan
repayment period of up to 60 months.26 Women are often the major beneficiaries
as more than 60% of incremental housing loans are reportedly granted to women.
Nevertheless, many people with informal or irregular income struggle to obtain
access to incremental housing loans,27 and many opt to borrow from informal
microlenders that are not regulated by the NCR and often charge high interest rates.  

Affordability 

The affordability of available housing is undermined by several wider structural
challenges, specifically inequality, income poverty, and unemployment. South Africa
also has one of the highest unemployment rates in the world, which stood at
33.9% in the first quarter of 2022.28 As such, a large proportion of households –
51% – rely on grants as a source of income, often topped up by work in the
informal economy (which employs approximately three million workers)29 and
remittances.30 Recognising the importance of grants as a measure of poverty
alleviation, the government has announced an increase in the income threshold
of the Social Relief of Distress Grant to R624 (US$38) per month, in order to
improve access to the grant.31

The government has made efforts to address the affordability of mortgage finance
to low-income households through demand-side capital subsidies. First-time buyers
earning between R3 501 (US$213) and R22 000 (US$1 341) could be eligible to
receive a subsidy to purchase property under the Finance-Linked-Individual-
Subsidy Programme (FLISP).32 In 2020/21, 2 917 households were assisted with
FLISP subsidies against a target of 6 314.33 Approximately two-thirds (67%) of all
FLISP approvals were accorded to women this year.34 Through the government’s
social housing programme households earning between R1 850 (US$112.73) and
R22 000 (US$1 341) a month may qualify for subsidised rental housing.

The higher prime lending rate of 9% in July 2022 increased debt service costs,
whilst reducing affordability at a time when most household finances are severely
constrained. Less than 2% of mortgages granted in the first quarter of 2022, were
extended to applications less than R350 000 (US$21 327).  With the higher lending
rates and high costs of living, many households simply cannot afford to purchase
a home.  Furthermore, difficulties in servicing debts are increasingly apparent. The
number of consumers with impaired accounts increased to just over 10 million as
at the end of March 2022.35 The credit providers’ debt relief measures for hard-
hit consumers, set up during COVID-19, have come to end, thereby increasing
financial strain on households.36

The cost of the cheapest, newly built two-bedroom house is R679 000
(US$41 374).37 With an interest rate of 9% and no deposit, the monthly
repayments would be R6 000 (US$366).  This would be affordable to a household
with a monthly income of R20 000 (US$1 219) with a FLISP subsidy. These house
prices are not affordable to households with incomes equivalent to R18 000
(US$1 097) or less, even with a FLISP subsidy.

Housing supply

The majority of households (83% in 2021) live in a formal dwelling in metropolitan
areas, while 15% live in informal dwellings. As of 2021, nationally 69.7% of
households owned their home and 18.7% rented.38 Backyard rental is a highly
prevalent phenomenon and constitutes a vital informal strategy for housing supply
in urban areas. In recent years, focus has increased on programmes to release land
and build infrastructure for serviced sites, following a site-and-service model. The
regulated smallest residential plot size is 40m2 of floor area in urban areas. 

At municipal level, the City of Cape Town has fast-tracked the release of inner-city
land on two sites for social housing, namely Salt River Market site and the Pickwick
Road site.39 In the Gauteng province, Balwin has developed projects for the
affordable housing market, such as Greencreek and the Greenkloof Mooikloof
Mega City project in Pretoria, which include FLISP units priced from R499 000
(US$30 406).40

The NHFC has been working on an initiative, involving the private sector, which
aims to generate R1.5 billion (US$91.3 million) to finance 35% of social housing
developments through public funds, debt and equity and aims to yield 8 000 to
10 000 new units in the next eight years.41 The NHFC’s strategy is instrumental
in the effort to address the shortfall in the supply of “gap” housing, that is,
households earning between R3 501 (US$213) to R22 000 (US$1 340) per
month, by April 2032.42

Building materials are almost entirely sourced locally. Manufacturers of cement,
bricks, concrete, steel, and timber have plants all over the country and there is
good distribution to building supply stores throughout the country.  At least 95%
of residential construction materials are typically from within a 50 km radius from
plant/manufacturer to the building supply store.43

There were 1.18 million people working in the construction sector in Q2 of 2022,
of which 725 000 were employed in the formal sector and 452 000 in the informal
sector, and 165 000 were women.44 In 2020, women reportedly owned 48% of
South African construction companies.45 South African Women in Construction
and the Built Environment (SAWIC BE) represents women-owned entities in
construction, property development, and the property value chain.46

Property markets

There are 6.7 million residential properties with title deeds in the country. Nearly
three million (2.85 million) are located in the eight metropolitan areas, and 31%
comprise properties subsidised by the state. The majority (52%) are properties
valued at less than R600 000 (US$36 559), affordable to lower income households.
This does not include homes that are not formally registered on the deeds registry,
which comprise informal housing such as backyard dwellings and informal
settlements.47

South Africa is ranked 84th out of 190 countries according to the World Bank
Doing Business Report of 2020. This compares favourably to the rest of Sub-
Saharan Africa, particularly in terms of how minority investors are protected. On
average it takes 23 days to register a property, entails seven procedures, and it
costs 8.0% of the property value.
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In 2021, 32 627 residential units were reported to municipalities as completed.48

In the new build market, 65 591 new transactions were recorded in 2021, which
entails properties that were registered on the deeds registry for the first time, i.e.
newly constructed residential units. Nearly half of these (30 150) were properties
subsidised by government. Largely as a result of government housing programmes,
over half of residential properties (56%) are valued below R600 000 (US$36 559).49

With respect to the resale market, nationally, there were 197 010 resale
transactions in 2021, 12% of which were government subsidised properties,
delivered by the State. The entry level and affordable markets with property values
of up to R600 000 (US$36 559) comprised 16% of the resale transactions.  Yet,
these figures do not reflect the informal sales market, which include state-
subsidised homes.  Although state-subsidised housing can be sold after eight years,
formal trade in this market is beset by the backlog of title deeds registration.

Policy and legislation

The State plays various roles in housing delivery through ownership and rental
interventions. Its  major contribution has been the full-scale subsidisation, on the
demand side, of low cost Reconstruction and Development Programme
(RDP)/Breaking New Ground (BNG) housing and the FLISP subsidy for potential
homeowners.  On the supply side, the NHFC provides financial for social housing
projects providing rental units. 

There are several recent and upcoming pieces of legislation and policy frameworks
that are directly linked to the delivery of affordable housing in the country. First, on
26 May 2021, the President signed the Upgrading of Land Tenure Rights
Amendment Act 6 of 2021, which aims to allow the conversion of land tenure
rights to ownership.50 Second, the Expropriation Bill, making way for the
expropriation of private land and property, has progressed to deliberations in
Parliament as of June 2022.51 The bill will then proceed to the National Council
of Provinces for discussion and to the President for signature.52 Third, a
Comprehensive Rental Policy is in the pipeline, which seeks to consolidate all rental
interventions that are currently fragmented with varied norms and standards for
the housing typologies. Finally, the Prevention of Illegal Eviction and Unlawful
Occupation of Land Act is being amended. The policy and guidelines for housing
people with special needs have been formulated and still require full approval.53 A
draft policy on Affordable Housing has been partially completed by 8 June 2022.54

Opportunities 

Between April and June 2022, there were 52 949 bond registrations on the deeds
registry, a 30% increase from a year ago,  which indicates an upswing in mortgage
lending and consumer appetite for home purchasing, despite rising interest rates.
Regarding transfers, sectional title registrations increased by 40% year-on-year in
the same period.55 This might suggest the appeal of more affordable sectional
titles apartments to home buyers or investors, who can rent them out. 

Furthermore, investors should be aware of two areas that can be attractive to
potential buyers in the lower end of the market: firstly, the offer of green
mortgages, albeit at reduced interest rates, and lower utility costs associated with
“green” buildings in housing developments.56 Secondly, building plans for houses
less than 80m2 showed a significant 68% increase year-on-year from January to
May 2022, suggesting an increased demand for smaller housing units. 

The incremental housing market for home-improvement and additions is also
deserving of investment support and more micro-lending. There are also
opportunities for lending to households who self-build informally on serviced sites
in government land-release programmes. The rental market for student
accommodation also provides prospects for investment as it is seen as a relatively
stable income stream and yields above-inflation rental growth rates.57

Various technological advancements could support the housing sector such as the
installation of fibre connectivity in new housing developments. Another is modular
construction58 of homes that are built off-site to the same norms and standards
as conventional homes.59 As part of a government-university partnership, a first-
of-its-kind RDP house was recently developed in one day using a 3-D concrete
printing model.60 Technology also holds great potential for empowering
households in the low-income market.  The creditworthiness of unbanked
households’ can be assessed using data on payment for mobile airtime and data,
with the potential to increase access to finance. Another method is to use an
application, such as Bitprop, to connect low-income homeowners with potential
renters, as well as finance for the building of backrooms. There is also the potential
use of online contracts and online payment systems to arrange long-term rentals.
Finally, there is the use of blockchain and digitised document management systems,
as used by the Transaction Support Centre in Cape Town, to support the owners
of state-built houses to obtain their title deeds.61

Websites

Green Building Council of South Africa www.gbcsa.org.za
South African Reserve Bank www.resbank.co.za
Statistics South Africa www.statssa.gov.za
Construction Industry Development Board www.cidb.org.za
National Department of Human Settlements www.dhs.gov.za
National Credit Regulator www.ncr.org.za
The Banking Association South Africa www.banking.org.za
MicroFinance South Africa www.mfsa.net
Parliamentary Monitoring Group www.pmg.org.za

SOUTH AFRICA – Considering housing affordability from a household perspective

For low income households seeking access to affordable housing,
affordability is dependent on a number of factors, including income,
competing expenses, transport costs (which are likely linked to housing
location), and the cost of finance. Data specific to individual countries
and housing developments is often not available, thus requiring
evidence-based assumptions to generate estimates of affordability.

In order to get a better grasp on the affordability of home ownership
in various countries, we considered two simplified scenarios – law
enforcement officer and teacher. These entry-level occupations were
chosen because they are fundamental to the economy and society,
comprise a large portion of the formal workforce in most African
countries, and are fairly secure while having relatively low skills entry
points. 

The two occupations are also inclusive of both genders, since in many
countries, teachers are female while law enforcement officers are
male. 

Cautionary notes
It must be emphasized that these are hypothetical scenarios
– not calculations based on comprehensive research of income
levels in each country. 

We have based our calculations on some generic assumptions
applicable to all countries, including 30% of household income
spent on housing. We are also assuming a household is eligible
for a formal mortgage, and that such financing is available –
which may not be true for substantial segments of the
country’s population. Alternative forms of finance, including
non-mortgage finance, and once-off income sources (e.g.
pension payouts or inheritances) are not taken into account. 

The calculations used the prevailing terms and conditions for
mortgages in the specific country, as collected through our
annual Yearbook data collection process.

Mortgage assumptions – South Africa

–   11.0% interest rate                                        –   30 year loan tenor
–   10% deposit                                                  –   90% loan to value ratio

If you are a law 
enforcement 
officer living in a 
major urban area

If you are a
teacher 
living in a major 
urban area

who earns
R9 710
per month

who earns
R9 000
per month

you could afford
to purchase a 
R339 871
house with 
a mortgage.

you could afford
to purchase a 
R315 019
house with 
a mortgage.

Availability of data on housing finance

Up-to-date reports on consumer lending and mortgage-related data
are available from the National Credit Regulator, however, it was not
possible to obtain data on mortgage terms. With respect to banking
trends and the financial sector, the key sources of data are the Banking
Association of South Africa and the South African Reserve Bank.
Information on residential mortgages (advances) is also readily available
through the banks’ economic returns. Finally, Statistics South Africa
published reports on building statistics and general household
information but not on housing finance.  Although some organisations
collect disaggregated data on gender, in most case it is not possible to
obtain reports with gender breakdown.
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Green applications for affordable housing 

The Green Building Council of South Africa (GBCSA) and the National
Building Regulations and Building Standards (NBRBS) set out the green
building standards for South Africa regarding energy efficiency. The
requirements require that a building reduces energy consumption as per
EDGE and SANS 10400-XA guidelines, and reduces energy pollution by
way of greenhouse gases.62 A number of other organisations and agencies
are involved in standard-setting and regulation with regard to green
housing, including GBCSA, EDGE, and the CIDB.  

Within South Africa, a variety of products are available to retrofit homes
to green living standards through flat panel solar water heaters and heat
pumps to provide water where no solar exists. Other products include
insulation, closed combustion wood-pellet stoves, and dual flush toilets,63

as well as grey water harvesting systems.64

Recent affordable housing developments that meet EDGE (green)
certification include Belhar Gardens, a social housing project of 630
resource efficient housing units in Cape Town. Balwin undertakes
sustainable building practices and ensured EDGE Advanced Certification
on 7000 apartments they have developed, including the affordable housing

developments.65 The International Finance Corporation (IFC) is investing
R325 million (US$19.8 million) in the Alleyroads development to build
1 000 affordable housing rental units in Johannesburg which will meet
EDGE advanced green building standards.66 Finally, Green Court and
Stepney Green, an International Housing Solutions (IHS) mixed-use
development providing 357 affordable housing units in Parklands, Cape
Town, is EDGE certified.67

Apart from IHS and the IFC, key green housing finance / green micro-
finance providers in the country include Nedbank’s Affordable Housing
Development Finance Division that has collaborated with South Africa’s
Green Fund to create an R120 million (US$7.3 million) Sustainable
Affordable Housing Finance Facility.68

CDC (renamed British International Investment), the UK government
funded development finance institution, has invested in Divercity along with
Futuregrowth.  At present two leading banks offer green mortgages: ABSA
with the Eco Home Loan69 and Nedbank with the Green Bond.70


