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CAHF’s work in South Africa  is supported with funding from

… or, where should 
we best invest 
whose money, 
when?



First principles: housing is an asset that impacts on the economy

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

Financial intermediation | financial sector 
development, and opportunities for domestic capital 
investment See http://housingfinanceafrica.org/documents/bringing-life-to-mortgage-markets-in-south-africa/

Work by Illana Melzer & Claire Hayworth 71point4 

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/housing-
entrepreneurs/ Work by Shisaka Development Management 
Services

Sustainable human settlements | integrated with 
functioning local economies

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

http://housingfinanceafrica.org/projects/housing-and-the-economy/
http://housingfinanceafrica.org/documents/bringing-life-to-mortgage-markets-in-south-africa/
http://housingfinanceafrica.org/projects/transaction-support-centre/
http://housingfinanceafrica.org/projects/housing-entrepreneurs/
http://housingfinanceafrica.org/documents/city-reports-cape-town-ethekwini-manguang/


Land & 
infrastructure

Labour market

Building 
materials

Construction 
& end user 

finance

Professional 
services

Housing 
starts are 
a leading 
economic 
indicator

Furniture & 
appliances

Home improvement / 
equity finance

Building materials

Labour

Professional 
services

Transit

Retail property

First principles: housing is an asset that impacts on the economy



M
ac

ro
-e

co
no

m
ic

 fr
am

ew
or

k
Fi

na
nc

ia
l s

ec
to

r f
ra

m
ew

or
k

Influence on price, 
and scale of supply

Land & 
infrastructure

Labour market

Building 
materials

Construction 
& end user 

finance

Professional 
servicesM

un
ic

ip
al

 b
yl

aw
s,

 p
ol

ic
y 

le
ve

rs
, i

nc
en

tiv
es

Furniture & 
appliances

Home improvement / 
equity finance

Building materials

Labour

Professional 
services

Transit

Retail property

Housing 
starts are 
a leading 
economic 
indicator

First principles: housing is an asset that impacts on the economy



GDP grow
th

Job creation &
 em

ploym
ent

Influence on 
demand

M
ac

ro
-e

co
no

m
ic

 fr
am

ew
or

k
Fi

na
nc

ia
l s

ec
to

r f
ra

m
ew

or
k

Influence on price, 
and scale of supply

Land & 
infrastructure

Labour market

Building 
materials

Construction 
& end user 

finance

Professional 
services

M
unicipal rates base, local econom

ic 
developm

ent –
beyond the residential sectorM

un
ic

ip
al

 b
yl

aw
s,

 p
ol

ic
y 

le
ve

rs
, i

nc
en

tiv
es

Furniture & 
appliances

Home 
improvement / 
equity finance

Building 
materials

Labour

Professional 
services

Transit

Retail 
property

Housing 
starts are 
a leading 
economic 
indicator

First principles: housing is an asset that impacts on the economy



Housing construction in South Africa, 2017

Gardner, D and K Lockwood, and J Pienaar (2019) The Estimated Contribution of Housing Construction and Residential Rental Activities to the South African Economy in 2017 
http://housingfinanceafrica.org/documents/estimated-contribution-of-housing-construction-and-residential-rental-activities-to-the-south-african-economy-in-2017/

We calculate this using our Housing Economic Value Chain, to measure the 
impact of housing construction on the economy and in terms of job creation.  

An estimated 497 000 people were employed in housing 
construction in 2017, most of them informally

http://housingfinanceafrica.org/documents/estimated-contribution-of-housing-construction-and-residential-rental-activities-to-the-south-african-economy-in-2017/


Residential rental in South Africa, 2017

Gardner, D and K Lockwood, and J Pienaar (2019) The Estimated Contribution of Housing Construction and Residential Rental Activities to the South African Economy in 2017 
http://housingfinanceafrica.org/documents/estimated-contribution-of-housing-construction-and-residential-rental-activities-to-the-south-african-economy-in-2017/

We calculate this using our Housing Economic Value Chain, to measure the 
impact of residential rental on the economy and in terms of job creation.  

An estimated 234 497 people were employed in 
residential rental in 2017, most of them formally

http://housingfinanceafrica.org/documents/estimated-contribution-of-housing-construction-and-residential-rental-activities-to-the-south-african-economy-in-2017/


Housing construction in South Africa, 2017

Residential rental in South Africa, 2017

Construction + 
rental 
contribute 3.7% 
to GDP – almost 
as much as 
agriculture, 
forestry & 
fishing.  For 
every Rand 
invested, R3.23 
are delivered.

The impact of 
construction & 
rental differ in 
terms of 
• Which sectors 

dominate
• Gross value 

added
• Type of jobs 

created

See Gardner, D and K Lockwood (2019) Quantifying South Africa’s housing economic value chain in 2017 
http://housingfinanceafrica.org/documents/quantifying-south-africas-housing-economic-value-chain-in-2017/

An estimated 
497 000 people 
were employed 
in housing 
construction in 
2017, most of 
them 
informally

An estimated 
234 497 people 
were employed 
in residential 
rental in 2017, 
most of them 
formally

http://housingfinanceafrica.org/documents/quantifying-south-africas-housing-economic-value-chain-in-2017/


So, where should we best invest whose money, when? 
Making financial markets work in the real economy

1. Recognise the 
inherent value of 
inner city rental, 
backyard rental, 
and resale - then 

leverage the 
property market

2. Leverage 
investor and 

household interest 
in making housing-

related 
investments

3. Apply state 
investment where 
the private sector 
can’t: in creating a 
functioning civil & 

administrative 
service and 

support finance

Where? Who? When?
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Where? Different housing specs have different types of costs.  Rental units have lower per 
unit infrastructure, and compliance costs, and developer mark-up, but higher land & 
construction costs.  

Inner city rental uses existing 
infrastructure (sunk cost) and provides 
better location, affording higher land 
costs and construction spec.  Some 
inner city refurbishments leverage 
existing property value.

Backyard rental accommodation is one 
of the primary sources of affordable 
rental.  Like the inner city it leverages 
existing infrastructure and household 
entrepreneurial interest. 

Gardner, D and K Lockwood, and J Pienaar (2019) The Estimated Contribution of Housing Construction and Residential Rental Activities to the South African Economy in 2017 http://housingfinanceafrica.org/documents/estimated-
contribution-of-housing-construction-and-residential-rental-activities-to-the-south-african-economy-in-2017/ as well as email correspondence with D Gardner and J Pienaar

http://housingfinanceafrica.org/documents/estimated-contribution-of-housing-construction-and-residential-rental-activities-to-the-south-african-economy-in-2017/
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Who? The other difference is who pays for them…

While government invests in BNG, FLISP 
and social housing subsidies, 
entrepreneurs, investors and households 
themselves invest in their own 
opportunities often without state 
support.  How can we increase the scale 
of their investment?
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Gardner, D and K Lockwood, and J Pienaar (2019) The Estimated Contribution of Housing Construction and Residential Rental Activities to the South African Economy in 2017 http://housingfinanceafrica.org/documents/estimated-
contribution-of-housing-construction-and-residential-rental-activities-to-the-south-african-economy-in-2017/ as well as email correspondence with D Gardner and J Pienaar.  A paper on the economic impact of the subsidy is forthcoming.

http://housingfinanceafrica.org/documents/estimated-contribution-of-housing-construction-and-residential-rental-activities-to-the-south-african-economy-in-2017/
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New transactions
Resale transactions

entry market affordable market conventional high-end market

Where? Different sub-markets stimulate different kinds of demand and 
supply.  Resale plays an important role in facilitating housing affordability up 
the ladder 

A R399 000 house could be bought by a 
household earning about R19 000 per month, 
with a 100% loan at 13% over 20 years.  With 
the FLISP, it could be bought by a household 
earning R16 000 – the FLISP value would be 

R56 000.



Household 1 lives in a shack 
in Meway, Cape Town

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

A new unit is available in Belle Vue
Estate, built by a private 
developer

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.

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 R1875/m, this is 
affordable to a household earning 
R7500.  Over 10 years, this would be 
affordable to a household earning 
R9500 pm.

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

Household 3 sells their home for 
R280 000 and buys a new home for 
R399 000.  

The R399 000 unit home is in a new 
development built by a private sector 
developer.

Household  3 buys this home with        
R280 000 in equity and a mortgage 
loan of R120 000.  At 13,5% interest, 
this would be affordable to a 
household earning about R6 100 per 
month, with a monthly repayment of 
R1525 over 20 years.  Or, it could be 
paid off much more quickly by a 
higher income earning household.

The developer has a buyer, and 
can increase their scale of delivery 
in response.

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

At 13,5% interest over 20 years, and 
with a repayment of R1375/m, this 
could be accessible to a household 
earning about R5500 per month.  Over 
10 years, this would be affordable to a 
household earning about R7100 pm.

Or, a household earning earning R3500 
could afford the R125 000 house with a 
FLISP of R121 626, and without any 
additional finance at all. 

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

Sources: 
FLISP Amendments: as of 28 July 2018

https://www.privateproperty.co.za/fo
r-sale/western-cape/cape-
town/bellville/delft/T1225789

https://www.privateproperty.co.za/fo
r-sale/western-cape/cape-
town/bellville/delft/T1297382

https://www.privateproperty.co.za/fo
r-sale/western-cape/cape-town/cape-
flats/khayelitsha/2-khayelitsha-
sections-street/T1331209

Where? Different sub-markets stimulate different kinds of demand and 
supply.  Resale plays an important role in facilitating housing affordability up 
the ladder 

https://www.privateproperty.co.za/for-sale/western-cape/cape-town/bellville/delft/T1225789
https://www.privateproperty.co.za/for-sale/western-cape/cape-town/bellville/delft/T1297382
https://www.privateproperty.co.za/for-sale/western-cape/cape-town/cape-flats/khayelitsha/2-khayelitsha-sections-street/T1331209
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A R399 000 house could be bought by a household earning about 
R19 000 per month, with a 100% loan at 13% over 20 years.  With the 
FLISP, it could be bought by a household earning R16 000 – the FLISP 

value would be R56 000. With the equity from a previous 
sale, it could be bought by a household earning R9500.

Where? Different sub-markets stimulate different kinds of demand and 
supply.  Resale plays an important role in facilitating housing affordability up 
the ladder 



15 | See CAHF and 71point4’s work on the Transaction Support Centre to understand more about the opportunities in the RDP Resale market: 
http://housingfinanceafrica.org/projects/transaction-support-centre/

Who? When houses are sold formally and with finance, they achieve better 
prices AND are more affordable.

http://housingfinanceafrica.org/projects/transaction-support-centre/
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Who? When houses are sold formally and with finance, they achieve better prices AND 
are more affordable – and owners have an incentive to invest more as they see their 
property value grow

“Big house with 3 flats. Icon Property have 
just listed this spacious one bedroom home 
with three flats at the back. This is a perfect 
investment opportunity, the main house offer 
a spacious open plan kitchen and lounge, a 
bathroom and one big spacious bedroom. The 
yard is fully enclosed and paved with a 
security gate upfront. This is a free standing 
house….There are 3 flats at the back each one 
with a security gate and a separate toilet from 
the main house”



By leveraging 
the property 
market and 
targeting 
landlord 
entrepreneurs, 
TUHF’s finance 
has arguably 
had a greater 
impact than the 
state’s social 
housing 
subsidy, both 
on units 
delivered and 
jobs created.  

Who? The power of market interest is clear. Collectively, regular households & 
entrepreneurs have more capacity than the state

Overview of the Social Housing 
Programme in South Africa

• 12 fully accredited social housing 
institutions

• 90 partially accredited social housing 
institutions

• 13 968 units completed between 2014-
2019 (average of 2794 p.a. countrywide)

• 36 306 units under regulation

• Average cost per unit incl. land and 
bulk R447 956
• Restructuring Capital Grant: R155 000 

per unit
• Provincial institutional subsidy: R116 

867 per unit
• Target: 

• 30% to R1500 – R5500 income
• 70% to R5 500 – R15 000 income
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So, where should we best invest whose money, when? 
Making financial markets work in the real economy

1. Recognise the 
inherent value of 
inner city rental, 
backyard rental, 
and resale - then 

leverage the 
property market
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related 
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3. Apply state 
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the private sector 
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When? Financial support up the value chain, and in start-up ventures can enable a track 
record that will have a significant impact by leveraging other investment
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“TUHF has developed from an organisation primarily reliant on bilateral debt finance to a company interested in exploring 
a diversity of funding types and sources.”

Debt capital: TUHF lender analysis based on data from TUHF 
Integrated Annual Report 2018

See Rebel Group (2019) Case Study 15 - Raising Capital to Regenerate Inner Cities: the case of TUHF Holdings (Pty) Ltd on http://housingfinanceafrica.org/documents/case-study-15-raising-
capital-to-regenerate-inner-cities-the-case-of-tuhf-holdings-pty-limited/

NGO

Private company

Public companyTUHF’s funding structure (2005 - 2019)

http://housingfinanceafrica.org/documents/case-study-15-raising-capital-to-regenerate-inner-cities-the-case-of-tuhf-holdings-pty-limited/
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For over ten 
years now, 

the number 
of 

government 
subsidised 

houses that 
have 

appeared 
on the 
deeds 

registry 
appear to 

be far fewer 
than those 
reported as 
delivered.  

See Melzer, I and C Garbers (2019) From Counting Houses to Making Houses Count: Publicly Available Administrative Data on Subsidised Housing. 
http://housingfinanceafrica.org/documents/from-counting-houses-to-making-houses-count-publicaly-available-administrative-data-on-subsidised-housing/

When? State investment in efficient and transparent administrative processes can enable greater investment 
by reducing investment time frames, and easing the administration burden on investors.   The title deeds 
backlog challenge can be fixed – but it needs focused attention.

http://housingfinanceafrica.org/documents/from-counting-houses-to-making-houses-count-publicaly-available-administrative-data-on-subsidised-housing/
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Slow turn around times

High transaction costs

Limited trust

Limited awareness

When? State investment in efficient and transparent administrative processes can enable greater 
investment by reducing investment time frames, and easing the administration burden on investors.   
Informal solutions are compelling. If we want to encourage formal transactions we need to be at least as good 
as informal mechanisms

WHY SELL FORMALLY? 
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

Search costs
Travel costs

None

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

HOUSE FOR SALE: R140 000

See CAHF and 
71point4’s work on 
the Transaction 
Support Centre to 
understand more 
about the 
opportunities in the 
RDP Resale market: 
http://housingfina
nceafrica.org/proje
cts/transaction-
support-centre/

http://housingfinanceafrica.org/projects/transaction-support-centre/
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Property 
for sale

Property for sale

• When we enquired 
about the property 
the estate agent 
claimed that the 
owner had 
approved building 
plans for the 
backyard structure

• On investigation we 
discovered this 
couldn’t be the case

• The backyard 
structure is built 
over the property 
boundary

When? State investment in efficient and transparent administrative processes can enable greater 
investment by reducing investment time frames, and easing the administration burden on investors.   
Irregular building activity has happened through years of inattention – this needs state investment and 
administrative creativity to fix.



So, where should we best invest whose money, when? 
Making financial markets work in the real economy

4. Careful market 
tracking and 

analysis creates 
the critical data to 
understand where 

and in who to 
invest, and when 

to do it.

How?
• Property market performance tracking
• Affordable rental performance metrics

• Rental yields by accommodation type / by 
landlord type / as a multiplier of state investment

• Green building performance
• Inner city performance metrics
• More local analyses of the housing economic 

value chain: what does inner city 
Johannesburg contribute to the economy?

• Spatial transformation index
• … and so on…

Transparency 
and 
cooperation. 

All players 
need to share 
their data and 
experience, 
and support 
sector-wide, 
market-
segmented 
analyses and 
benchmarking
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Thank you!

Kecia Rust
Centre for Affordable Housing Finance in Africa
Kecia@housingfinanceafrica.org
+27 83 785 4964
http://housingfinanceafrica.org/projects/transa
ction-support-centre/

See Rebel Group (2019) Case Study 15 -
Raising Capital to Regenerate Inner Cities: 
the case of TUHF Holdings (Pty) Ltd on 
http://housingfinanceafrica.org/documents/c
ase-study-15-raising-capital-to-regenerate-
inner-cities-the-case-of-tuhf-holdings-pty-
limited/

mailto:Kecia@housingfinanceafrica.org
http://housingfinanceafrica.org/projects/transaction-support-centre/
http://housingfinanceafrica.org/documents/case-study-15-raising-capital-to-regenerate-inner-cities-the-case-of-tuhf-holdings-pty-limited/

