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1 Introduction  

Finmark Trust, the Social Housing Foundation, Nedbank and the Gauteng Department of 

Housing have appointed Shisaka Development Management Services in association with the 

CSIR to undertake research into ‘Housing Entrepreneurs’.  Housing Entrepreneurs are defined as 

small scale landlords and entrepreneurs who operate or use their house as part of their business 

activities.  

 

The purpose of the research is to understand how housing and housing finance can be used as 

a tool to promote the emergence and growth of entrepreneurs and small scale landlords. 

Specifically the study aims at:  

� Identifying the housing finance interventions necessary to build an entrepreneurial and 

small scale landlord sector in low income areas.  

� Developing appropriate information products and tools to assist emerging entrepreneurs 

and landlords in their efforts at becoming housing entrepreneurs. 

� Focusing on the potential for small scale entrepreneur landlords to be the model for dealing 

with difficult to transfer state owned stock. 

� Understanding the key issues which would support a productive relationship between the 

landlord and the tenant in the small scale sector in the mutual interests of both parties.  

� Inform policy and strategy directions so as to facilitate better access to housing investment 

opportunities for either entrepreneurs or small scale landlords, such as are already being 

realised in the middle and upper income sector of South Africa. 

 

This report forms part of Phase 1 of the research and covers a summarised overview of interviews 

conducted with key service providers facilitating rental entrepreneurship in South Africa. This 

research comprises one component of the overall research being undertaken which includes:  

• Research into Landlords operating in Inner Cities and Townships 

• Research into Successful Landlords 

• Research into Home Entrepreneurs 

 



Research into Mechanisms to Support the Emergence of Small Scale Landlords as Entrepreneurs 
 

 

2 

This report includes:  

• Methodology  

• Summary of interviews undertaken  

• Key findings 
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2 Methodology   

2.1 Institutions & Individuals Interviewed 
The following institutions were included in the survey: 

• Trust for Urban Housing Finance (TUHF): Paul Jackson (Chief Executive Officer) 

• National Urban Reconstruction and Housing Agency (NURCHA): Jill Strelitz (Director: 

Operations) 

• National Housing Finance Corporation: Siegfried Mogane (Alternative Tenure) 

• Gauteng Provincial Government: Eugene Perumal (Chief Director: Social Housing & 

Mixed-Use Development) 

• Private Entrepreneur / Commentator: Ian Fife 

• YDL: Anton De Leeuw 

• Nedbank: Sibongiseni Ngundze (National Sales Manager – Small Business Services)  

 

Numerous unsuccessful attempts were made to meet representatives from Nedbank and Standard 

Bank. 

 

2.2 Interview Guide 
A simple interview guide was developed that was adapted to the correct context of each 

organisation being interviewed. 
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3 Summary of interviews undertaken  

 
3.1 Trust for Urban Housing Finance (TUHF): Paul Jackson 

 
3.1.1 Extent of Support 

 

3.1.1.1 Loans to Rental Entrepreneurs 
• Project Loans: TUHF provides area-based financial support in the form of loan finance to 

emerging and existing landlords within Region 9 in Johannesburg. 

• Type of Projects: Main focus is provision of finance to smaller-scale rental entrepreneurs 

for building refinancing, building purchase, building refurbishment, building conversion 

or greenfields construction.  TUHF will consider sectional title as long as the owner 

financed has a majority of the units in the complex. 

• Size of projects: TUHF will make loans available of below R10-million (recently raised 

from R5-million maximum), right down to financing needs for 3-plex or 4-plex structures. 

Largest loan is R8,2-million, smallest is R150 000. 

• Financing Conditions:  R10-million maximum, interest rate just over prime, term up to 20 

years.  

• Approach: TUHF is very hands-on in assisting entrepreneurs to develop business cases 

(but this must be completed independently) and in managing finance granted. 

• Other Considerations: Deferred sale approach for higher-risk projects 

• Geographic Focus: TUHF remains committed to its Johannesburg Inner City focus area 

(essentially Region 9), but will consider applications that fall close to this boundary. 

Currently, TUHF is assessing the prospects offered by the Pretoria, Durban and Port 

Elizabeth inner-city areas. 

• Portfolio: Total book value is approximately R126-million (92 loans), with an additional 

R24-million (4 loans) linked to its EU programme. After rising to approximately 6-8 deals 

per month during 2004, this has decreased to 2-4 deals per month at present. They are 

“working harder to do less deals”, due to the tightening of the market and the number of 

unviable projects that are brought to them for financing. 
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• Future Prospects: TUHF has recently raised almost R300-million from various funders 

(including Nurcha and the NHFC), which they believe they will be able to lend out 

relatively quickly.  

• LTV: TUHF’s LTV is modeled at around 80%, but is currently probably closer to 65% 

due to increase in underlying asset values. 

3.1.1.2 Direct Support: Equity Facility 
• TUHF has recently set up an Equity Facility with the GPF that enables it to make 

equity placements (through subordinated loans) in certain projects of up to R200 000 

per deal (maximum of 20% of total deal). Currently one deal is in place, one is nearly 

concluded. 

3.1.1.3 Other Support 
• TUHF has a very thorough loan origination and monitoring approach based on 

“understanding your market”. Their geographic focus implies that they are well aware 

of market conditions in the areas they operate in. 

• Types of support include technical information, access control information, building 

design input and financial advice. 

• TUHF does not do direct capacity building / support except in the process of 

originating loans. 

 

3.1.2 Interest in Providing Support 
This is TUHF’s core business. 

 

3.1.3 Challenges 
• Supply of entrepreneurs has not been as forthcoming as expected / hoped.  

• Supply Market / Cost of Stock: rapid changes in the cost of buildings available to 

entrepreneurs has put upward pressure on the viability of many projects through 

reduced margins 

• Cost of Funding is targeted as a problem area by many entrepreneurs, even though 

interest rates are at their lowest point in decades. This is more likely due to squeezed 

margins due to cost of stock 
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• Lack of equity in emerging sector is a major problem. Racial access still a problem – 

in general terms “white buyers” generally have capital, but do not understand the 

market, “black entrepreneurs” know the market but have no equity. 

• Finance is still a problem. While TUHF is lending, few commercial banks are getting 

involved except in the fringe areas. Home loan market is starting in areas such as 

Yeoville, Berario, Berea but not yet in other areas such as Troyeville / Jeppestown. 

• Basic monthly cost of management is about R500 to R550 per unit. This limits extent 

to which this market can extend down-market in rental terms. 

• For TUHF, a potential problem exists of growing entrepreneurs only to have them 

“stolen” by commercial banks once they are viable entities. 

• Cultural issues exist in South Africa relating to housing tenure and home ownership 

that in turn could inhibit the ability to grow a ‘township-based’ entrepreneurial model.  

This could inhibit willingness to put up housing as collateral, or could affect the 

understanding of the opportunities that exist with respect to using housing as collateral 

for starting entrepreneurial ventures. 

 

3.1.4 Opportunities 
• Still much scope in the inner-city, near-city and other urban areas.  

• As existing building prices rise, cost of existing stock trends towards cost of 

refurbishment. This could open up new area of activity in many parts of the city. 

• Demand Profile: Two “holes in demand”: less than R1000/month rents, and between 

R2000 and R4000/month rents. 

• Townships offer great opportunity, but there is a need to change the current ‘hands-

off’ approach to loan servicing in this country. Perhaps models such as the Mexican 

models that rely on resident neighbourhood officers should be pursued. 

 

3.1.5 Housing as an Asset 
• Housing plays a crucial role (where entrepreneurs have this) in providing a source of 

security for financial institutions. Many successful entrepreneurs have achieved this 

success through gearing the underlying equity of their own personal properties to obtain 

finance to purchase stock in the inner city. 
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• As a lender, a key issue is whether you take a second bond position (if property is already 

bonded), and as a result whether this provides the security you need as a lender. 

Therefore, often lenders require liquidity (i.e. take money out of bond). 

• TUHF does a lot of re-financing of assets that exist in the target area (private homes, 

buildings, etc). Especially in rapidly increasing value market, this provides opportunities 

to realise value appreciation in cash to expand portfolios. 

• TUHF has done some financing of house plus second dwelling units. However, often 

town planning / building controls / bylaws inhibit ability to do this legally. 

 

3.2 National Urban Reconstruction and Housing Agency (NURCHA): Jill 

Strelitz  
 

3.2.1 Extent of Support 

3.2.1.1 Wholesale Finance 

• Nurcha has provided wholesale finance facilities to TUHF for on-lending to rental 

entrepreneurs 

3.2.1.2 Rental Finance 

• Rental Lending Programme: Nurcha has a rental lending programme that provides 

finance to entrepreneurs for rental housing projects.  

• Terms & Conditions: Nurcha does not provide institutional finance / finance for 

development of business infrastructure, only project finance. 

• Type of Projects Funded: Nurcha will finance refurbishments, conversions and new 

development projects. Only projects through which owners add value to stock will be 

considered. That is, Nurcha will not finance the transfer of stock without refurbishment or 

upgrade. 

• Scope of Lending: Nurcha will finance projects anywhere in South Africa that meet their 

lending criteria. After the first 5 years of the loan period Nurcha will seek to have the 

project refinanced by a bank or other lender as Nurcha is a bridging finance provider, not 

a long-term financier.' 
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3.2.1.3  Pilot Backyard Accommodation Lending Programme 
� On the basis of the findings of a research project, Nurcha has been pursuing the 

establishment of a pilot lending programme to households wishing to construct, improve 

or extend backyard rental structures in township areas.  The implementation of this pilot 

programme has been delayed due to unavoidable logistical issues faced by Nurcha’s 

currently selected retail lending partner.   

3.2.1.4  Other Services 
� Nurcha will engage with the borrower during the process of originating the loan, but 

will not undertake any detailed capacity building or training of entrepreneurs. 

3.2.1.5  Guarantees 
� Nurcha established and managed the Gauteng Rental Guarantee Fund on behalf of the 

Gauteng Partnership Fund (GPF). While guarantees to the financiers of rental 

entrepreneurs are still available, the more ready availability of other sources of finance 

in this market has reduced the need for such products. 

3.2.2 Interest 
� Nurcha is interested in expanding its rental lending portfolio in the inner cities of 

South Africa’s major urban areas.  In addition, the backyard lending pilot project is 

still on the cards, and will be pursued as soon as logistical issues can be sorted out 

between 

3.2.3 Challenges 
� Lack of ready source of rental entrepreneurs 

� Problems faced due to lack of government support (breakdown in administrative 

processes that affect rental market e.g. rates payments, clearance certificates, etc). 

� Scale of operation required to sustain rental portfolio 

� Lengthening time periods required for rental project viability given narrowing 

margins due to cost of stock. 

 



Research into Mechanisms to Support the Emergence of Small Scale Landlords as Entrepreneurs 
 

 

9 

3.2.4 Housing as an Asset 
• From larger-scale entrepreneur’s perspective, housing viewed as a common source of 

security for financing 

• From smaller-scale (household landlord) operator, house is major source of equity / 

security for finance for development of home-based landlordism. 

• Nurcha is actively pursuing this through its pilot backyard rental lending programme. 

 

3.3 National Housing Finance Corporation: Siegfried Mogane: Siegfried 

Mogane   
 

3.3.1 Extent of Support 

3.3.1.1 Wholesale Lending 

• NHFC has provided wholesale financing facilities to TUHF for on-lending to inner-

city based rental entrepreneurs. 

• NHFC also provides facilities to  institutions that (in part) lend to households for 

household landlord lending. 

• NHFC also provides finance to institutions that will develop and own rental stock. 

 

3.3.1.2 Retail Lending 

• NHFC lends directly to rental entrepreneurs (both private entrepreneurs and social 

housing institutions).  

• NHFC provides loans greater than R7,5-million (within TUHF’s area of operation), 

but will originate loans of below this amount outside TUHF’s area of operation.  

• Type of Projects: NHFC will finance purchase, refurbishment and new 

developments. 

• Terms & Conditions; Beyond the minimum loan size, there are few stipulations as 

to the nature of the NHFC’s lending in this market. Product terms and conditions 

depend on the nature of the specific project. They could fund up to 100% of the 
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valuation if personal sureties exist to cover this. Loans are generally at prime, for up 

to 20 years. 

• Use of Funds: NHFC will not provide much support for business infrastructure, 

legal costs, etc focusing rather on project finance needs directly. 

• Portfolio: NHFC has a portfolio of around half a billion rands for rental housing, 

including about 32 loans. About 90% of this is for social housing, making the 

private rental portfolio about R50-milliion (far less than TUHF’s).  

• NHFC only started lending to private rental institutions during the last budget year. 

NHFC is expecting to double the private rental portfolio in the next FY 

3.3.1.3 Equity Product 

• NHFC is currently finalising an approach that could enable them to make equity / 

soft loan investments in rental entrepreneur ventures 

3.3.1.4 Direct Development & Divestment 

• NHFC is seeking approval for securing and fixing up suitable buildings itself 

directly, and later releasing them to suitable entities for management. It has already 

purchased one building itself in this way. 

• It is hoped that this methodology will assist to ‘find and spawn off rental 

entrepreneurs’. 

3.3.1.5 Construction Management 

• NHFC believes its next area of focus will be to engage directly in construction 

management / development such as it is doing in Kliptown as an ‘implementing 

agent’. This is seen as necessary to overcome the major developmental 

constraints facing local governments at present. 

3.3.1.6 Support Services 

• NHFC provides advice and assistance to entrepreneurs in the process of 

originating loans. This includes information on how to develop business plans, 

where to find equity if this is required, how to access subsidies etc 

• NHFC does this as required to originate loans, not as a stand-alone service. 
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3.3.2 Interest 

• Interested in growing private rental lending portfolio across the country 

 

3.3.3 Challenges 

• This is not a ‘quick buck’ industry as perceived by many. Rather, it is a ‘slow-

burn’ income earning strategy. 

• Many entrepreneurs lack management expertise. NHFC therefore encourages them 

to utilise the services of reputable service providers rather than attempt to 

undertake many of the core management functions required for successful rental 

projects themselves. 

• Political promises are a major problem. This puts pressure on the NHFC’s ability 

to develop a stable rental portfolio. 

• Landlord Systems: lack of rigid systems affects viability of many landlords (e.g. 

collections, tenant origination and checking, default management, evictions, 

security).  

• Legislation: PIE Act has not yet been changed. This places disincentive on new 

landlords who see effects of inner-city invasions. 

• Bureaucracy: rates, services, clearance certificates 

• Definition of ‘small business’ needs refinement. Separate survivalist businesses 

from small businesses, then categorise small businesses more carefully.  Also, 

need to be careful about believing all small business sectors are the same and need 

same support from enterprise development agencies. 

• Lack of true small business finance; either it is too big (say, greater than R10-m), 

or it is franchising, or finance is not tailored to need of specific type of business.   

• Equity is a problem: could the IDC equity participation route (and later 

divestment) be considered?. 

 

3.3.4 Housing as an Asset 

• Individual house generally too small for NHFC loan size but this is seen as  

important, even private houses and RDP stock. 



Research into Mechanisms to Support the Emergence of Small Scale Landlords as Entrepreneurs 
 

 

12 

• Transfer of state stock is an opportunity, especially state flats if these could be 

transferred into landlord’s ownership. Difficulty is that many occupants of these 

flats are paying very little / nothing now, and will fight against having to pay 

increased rents required for landlord to profit. 

• Second bonds (or first bonds) on stock could be a big way of unlocking collateral. 

 

3.4  Private entrepreneur: Ian Fife   

3.4.1 Extent of Support 
 

Ian Fife has operated as a Judicial Administrator and investor, and is a journalist who 

comments on housing issues. He mentions the following services that he is aware of 

currently being offered in the entrepreneurial Rental sector. 

 

3.4.1.1 Bailing out Ailing Bodies Corporate 

• This service comprises engaging with dysfunctional Sectional Title (ST) schemes, 

with the aim of getting them operating again. This entails lending them money at 

“Usurious” interest rates (over 20%) to ‘bail them out’ of financial difficulty, then 

assisting them to manage themselves back to health. They have the book debt ceded 

to them, then collect it directly. He believes this is unethical as this money is 

essentially secure or low risk as the Body Corporate is the preferential creditor if 

units have to be sold.   

3.4.1.2 Body Corporate Takeovers 

• Clauses in Sectional Title bonds allow banks to take up the vote on behalf of 

financed units at any stage. They then appoint s service provider to assist the Bodies 

Corporate at a charge R160 per month per unit. In certain cases debt has increased 

substantially since they took over. They also provide finance and get interest on 

these outstanding loans. 

• He is not aware of any cases where this approach has been successful. 
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3.4.1.3 Judicial Administration  

• Ian and Neville Schaffer have developed an approach to assist ailing Bodies 

Corporate. 11 buildings are under their administration at present. 

• An administrator is appointed in terms of S.47 or 46 of the Sectional Titles Act (and 

has all powers of trustees), and true efforts are made to turn buildings around. They 

aim to gain trust of owners, empower them to take over the active running of the 

Bodies Corporate, and they form a shadow Body Corporate. They teach Body 

Corporates to buy units in trouble to build their financial viability as landlords, this 

also gives them a vested interest.   

• Administrators buy at least 1 unit in each complex to give them vested interest as 

well. 

• This successful model is being systematised by some property specialists so that it 

can be rolled out wider. 

• A possible nuance is for the Body Corporates to buy up sales in execution, get 

subsidies and rent these units out as a service. 

3.4.1.4 YDL 

• See YDL section 

 

3.4.2 Interest 

• Ian is interested in seeing black ownership in the inner city 

• He would like to see ‘mass education’ of the black market to develop more interest 

in opportunities offered by inner-city properties and property ownership in general 

as a basis for building wealth. Ordinary owners have R600-bn at their disposal. 

• Ian proposes the following : 

• Investment Development Agency: powers of expropriation and rehabilitation, then 

on-sell to BE entities (like a better Better Buildings programme with powers of 

expropriation). 

• Secondary Market Development: collaboration of Estate Agencies Board, Banks, 

property owners to coordinate actions to develop secondary market. Combination of 

training, funding, setting up service providers, information on how to use instalment 
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sales to circumvent need for finance and set of ‘daisy chains’ of developing inner-

city value 

• Education Events; large-scale educational / marketing events to encourage 

engagement in the inner city. 

 

3.4.3 Challenges 

• Experience of Market: Many managing agents do not operate according to the new 

inner-city rental market. Even large MAs can get it wrong and push especially 

small entrepreneurs into difficulty by misunderstanding the market (“low cost 

/low motivation”). 

• Legislation: flat hijackers / PIE amendment 3 years overdue. Magistrates court 

refers cases directly to high court – major delays and costs incurred by landlords 

and owners. This leads to use of extra-legal approaches. 

• Lack of BE Representivity: Ian knows of only one black-owned organisation 

buying up flats in the inner-city to develop portfolios of stock. This is still mainly 

the area of white-owned entities / individuals. “The small investor is just not 

there, even though they all know property is a good investment”. 

• Body Corporate Control: Ian believes that 30% ownership should be sufficient to 

control a building, which might make more financing available to potential 

entrepreneurs through e.g. TUHF that currently requires 51%. 

• Finance: Finance is still a problem for the small investor, TUHF is really the only 

option in many areas. Lending in certain areas such as Yeoville is due to “mob 

mentality” where one bank starts, then all rush in for fear of missing the action.  

This is not an even-handed, well-considered lending approach even though it gets 

finance into certain areas. Banks still (rightly) concerned about sectional title 

stability. 

• Cultural issues: home is sacred, cannot put it at risk. 

• Lack of trust in inner city still “someone somewhere is after you always  -you, 

your money, your property” 

• Lack of knowledge / information. Education is the key in getting new 

entrepreneurs involved. 
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• Property Charter went wrong by focusing on commercial / listed property 

 

3.4.4 Housing as an Asset 

• Housing is a crucial wealth-building tool. Starting small can enable the growth into 

larger portfolios of stock through an incremental purchase of units in well-managed 

buildings. 

• Sectional title has a large potential for encouraging this. 

• Turning around ailing BCs in buildings will unlock wealth for occupants that are 

currently caught in a debt trap of not being able to even realise the amount of their 

outstanding bonds. Should be able to gear and expand portfolios.  

• Intrinsic value of even the smallest flat is way above actual value. Replacement cost 

of unit you can buy for R50 000 is probably closer to R250 000. This will be 

realised over time. 

• There is still a decade of opportunity in the inner and near-city. 

 

3.5 Gauteng department of housing: Eugene Perumal 
Eze Raboroko has taken over direct responsibility for this project.  There is some dissonance in 

the Department over certain key areas of future housing policy, Community Rental and rental 

housing being two of them. 

 

3.5.1 Extent of Support 

Gauteng Province is in the process of reorganising itself in order that policy areas developed are 

implemented on the ground by area managers who take responsibility for coordinating the 

implementation of all programmes in their area of responsibility.  

Therefore, for instance redressing infrastructure backlogs, implementing social and economic 

amenities and implementing community rental policies will all be coordinated by a single area 

manager through the “Top 20 Townships” programme.  Implementation agents will be sought 

through a tender process 
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3.5.1.1 Community Rental Programme 
• Gauteng Province is in the final stages of finalising a ‘backyard rental subsidy policy’.  

This will provide direct subsidy for the refurbishment of backyard structures that are 

rented. 

3.5.1.2  Hostel Redevelopment 
• This programme has just been allocated to Eugene’s department, and is being seen as 

another potential area of rental entrepreneurship. 

3.5.1.3  Transfer of Public Accommodation 
• Transfer is going well, and should provide a good platform for many people to 

commence, improve or expand community rental 

3.5.1.4 “Top 20 Townships” Programme 
• This involves the even implementation of all programmes on an area basis across these 

identified areas 

3.5.1.5  Gauteng Partnership Fund 
• GPF provides guarantees, equity placements and retail finance to rental initiatives within 

Gauteng. GPF is being seen as a major success by the GPG, and is likely to have its 

mandate expanded in the future. 

• After a year of being mostly uninterested, GPF is now actively pursuing the idea of 

financing backyard rental accommodation. Nurcha has approached GPF to possibly 

become involved in a retail finance project. 

 

3.5.2 Interest 
• Gauteng Province (at a technocrat level) is interested in expanding the private rental 

entrepreneur.  However, it seems that at a political level certain key issues regarding 

housing strategy remain to be finalised that will affect they way forward.  The continued 

strong focus on social housing will also negate this to some extent. 

 

3.5.3 Challenges 
• The Breaking New Ground housing strategy (as interpreted by the MEC) may displace 

certain innovative programmes being contemplated by the Gauteng Province.  
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• The recent study by the Department into the misuse of subsidies in the province may well 

result in a backlash against any ‘deviations’ from policy, even if these are in fact in favour 

of developing more favourable conditions for secondary market housing transfers and the 

development of rental housing in townships. 

 

3.5.4 Housing as an Asset 
• Housing generally and RDP housing particularly is being viewed as an asset in a very 

narrow sense, in that it is allocated to individuals who are locked into a relationship with 

it for at least 8 years. 

• Tolerance is at an all-time low for those people selling, transferring or renting RDP 

accommodation allocated to them.  

• ‘Shacks’ in the backyard might be viewed negatively rather than as a positive aspect of 

growing property markets. 

 

3.6  YDL (Anton de Leeuw)  
 

3.6.1 Extent of Support 
YDL is an independent property investment (and homeowner) training entity that provides a 

range of service offerings aimed at generating interest from emerging entrepreneurs in rental 

property. All events combine theory and practical elements with inputs from industry experts.  

The various activities and supports offered by YDL are outlined below 

 

3.6.1.1 Beginners Workshop 
• Aimed at getting beginners to understand the residential property market, and the 

fundamentals of evaluating, purchasing and running rental accommodation 

3.6.1.2 Property Wealth Workshops 
• Property Wealth Workshops: Comprehensive workshops aimed at assisting people to 

build the skills base required to identify, undertake feasibility modelling, purchase and 

run rental properties. A proprietary evaluation software tool is also used. At the end of 

these workshops, students have the option of purchasing the actual stock that was used to 

demonstrate the concepts during the session 
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3.6.1.3 Specialised Property Workshops 
• Property Tax workshops: Interactive, case study driven workshops focusing on the tax 

implications of acquiring, holding and disposing property  

• Property Feasibilities for Beginners: Workshops focused on demystifying feasibilities, 

using proprietary software. 

3.6.1.4 Property Safaris 
• Regular property safaris are taken into the inner city and other areas in order that those 

interested in landlordism can become more familiar with the range of options 

available to purchasers and the benefits and risks associated with ownership 

3.6.1.5  Online Property Course 

• YDL’s online property course enables people anywhere to access the theory and 

practice behind property investment 

3.6.1.6 Property Investment Club 

• A subscription-based online club providing members with the necessary tools and 

support to get into the market and to build rental portfolios.  

 

3.6.2  Interest  

YDL is passionate about encouraging broad-based interest in rental landlordism, especially in the 

township areas. However, on various occasions the feasibility of broad-based educational 

sessions has been shown to not be profitable.   

 

They would be very interested in assisting with their experience and training methodology if a 

broader-based media campaign were launched, possibly using radio and print media to generate 

interest, larger venues to educate people and interaction over a number of sessions to ensure that 

interest is converted to action on behalf of people attending. This would require external 

sponsorship to be successful. 

 

3.6.3 Challenges 
YDL’s methodology revolves around a belief that the following are the major challenges 

required: 
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• Education: providing education to those that have been shut out of the property 

market so far 

• Information: provision of accurate information on property generally, and specific 

sectors / properties. This includes information on property values 

• Finance: assisting people to be able to access finance to purchase property 

• Infrastructure: encouraging the growth and development of infrastructure such as 

estate agencies, financing, service providers, etc. Currently there is a lack of 

infrastructure required by functioning property market (estate agents, brokers, 

originators, etc) 

 

Specific problems in this market include: 

• Lack of basic knowledge of benefits and uses of home ownership 

• Lack of black representation as landlords: while representation on the property courses is 

good, there is still a low level of participation in actual landlordism. YDL continues to 

attempt to assist to build a “new class of BE landlord” 

• “Disconnect” between FSC and targets for investment (money made available / capacity 

of banks to deliver and lack of capacity to take this up) 

• Problem with focus of Property Charter (commercial / listed property, not small investors) 

 

3.6.4 Housing as an Asset 
YDL believes that housing is a fundamental building block of wealth, especially given the ability 

to gear it as an investment tool. There are a wide range of housing assets to be considered: 

• Individual sectional title units 

• Individual houses with secondary rental accommodation 

• Second and further dwellings purchased for investment / rent 

• Small and medium blocks of flats 

• New and existing housing 
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3.7 Nedbank: Sibongiseni Ngundze (National Sales Manager – Small Business 
Services) 
 

3.7.1 Extent of Support 
Nedbank has a small business division, but uses the generally accepted definitions of SMMEs 

that are much larger than the average sized entrepreneurs otherwise considered in this survey. 

Nedbank provides the full ambit of business support and financial services, from transactional 

and investment accounts through brokering, technical assistance and training but to their own 

admission do not actively pursue the ‘small entrepreneur’ at this stage. 

 

3.7.2 Interest 
Currently, the bank is starting to reposition itself and is beginning to consider how to reach out to 

small entrepreneurs. 

 

The home loans division has developed a “Buy to Let” scheme through which rental 

entrepreneurs can secure loans for investment in housing, and through which a portion of rental 

income is also considered when granting the loans 

 

3.7.3 Challenges 
The big challenge Nedbank sees is how to start actively financing lower income and smaller-

scale enterprises. 

 

3.7.4 Housing as an Asset 
As a bank with a strong mortgage lending portfolio, the asset value of housing is well-understood 
in the bank. 
 

3.8  Current Situation: Other Financial Institutions 
 

The following general points about the status of financing for rental housing through other 

financial institutions (Commercial Banks e.g. ABSA, Standard, FNB / RMB) are taken from 

comments by the above interviewees (and personal knowledge). This is therefore mostly 

anecdotal information: 
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• Rental Market Understanding: Banks do not have a good understanding of the rental 

market and how to provide finance. As a result, lending by Banks is not occurring at 

scale.  

• End user finance: Much the same can be said for end user finance in township areas. 

Recent figures show that in many township areas, new loans originated are offset by a 

high proportion of loans going bad in the area. 

• Dislocated Funding: There is an operational split where rental financing is provided (if 

at all) within banks: commercial divisions tend to be involved in large projects, and home 

loans get involved in small projects.  

• Size of Funding: Due to the split between divisions, there tends to be a large gap in 

lending for rental projects of between R2-m and R10-m.  Few banks have specific 

products looking at the opportunities afforded by home-based rentals. 

• Personal Sureties: Most Financial Institutions will only finance rental indirectly through 

providing finance backed by sureties / assets “outside of the project area”. That is, 

existing assets of principals to new rental developments are used to secure financing for 

rental projects, rather than the actual merits of the rental projects themselves 1. This is the 

classic model for the niche banks.  

• Purchase vs Refurbishment Lending: Most financing provided by the banks is for the 

purchase price of the buildings only, not for the costs of building refurbishment. As a 

result, most financing deals do not unlock the value of the buildings they are financing 

and are not appropriate for this market. 

• Nature of Current Rental Financing: Where lending is being made available from 

formal financial institutions, the following general comments are valid:  

• Term: Most lending is over 10 years or less. 

• Interest Rate: Currently, most financing is at around prime, not greater than prime +2 (at 

this level, most potential borrowers start to complain).  

• Loan to Value Ratios: Generally quite low (possibly 60% to 75% is normal 2). 

                                                 
1 E.g. One TUHF client has financed subsequent developments through a Commercial Bank in this 
manner, secured against personal property in the Northern Suburbs. 
2 E.g. One TUHF client was offered 60% LTV by standard bank, and subsequently obtained financing from 
TUHF as this was unfavourable. 
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4 Key Findings 

This report sets out an overview of interviews conducted with key service providers facilitating 

rental entrepreneurship in South Africa, so as to obtain an understanding of the extent and nature 

of support currently being provided and the key issues and constraints within the sector. Seven 

individuals were interviewed. 

  

(1)  Overview of service providers: There are a number of service providers providing focused 

support to small scale Landlords including:  

• Trust for Urban Housing Finance (TUHF): TUHF provide support to rental 

entrepreneurs as their core business [see box for details].  

• National Urban Reconstruction and Housing Agency (NURCHA): Nurcha is a non 

profit Section 21 Company aimed at facilitating low cost housing development.  Nurcha 

provides wholesale finance to TUHF and also has a rental lending programme where it 

directly provides finance to entrepreneurs for rental housing projects for refurbishments, 

conversions and new development. Nurcha is interested in expanding its rental lending 

portfolio in the inner cities of South Africa’s major urban areas, as well as providing loans 

to backyard Landlords in Townships.  

• National Housing Finance Corporation: The National Housing Finance Corporation 

(NHFC) is a public company wholly owned by Government to increase the number and 

type of institutions that provide housing credit to low income earners. The NHFC 

provides wholesale financing to TUHF and other small loan institutions for on-lending to 

Landlords. In addition NHFC lends directly to rental entrepreneurs [both private and 

social housing institutions] for the purchasing, refurbishment and development of rental 

stock. NHFC is interested in growing its private rental lending portfolio across the 

country. 

• Support services focused on Bodies Corporate : The following support services are 

available to Bodies Corporate that are experiencing problems:  

- Bailing out Ailing Bodies Corporate: A service provider engages with 

dysfunctional Sectional Title schemes, with the aim of getting them to operate 

again.  
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- Body Corporate Takeovers : Clauses in Sectional Title bonds allow Banks to 

take up the vote on behalf of financed units at any stage. They then appoint a 

Service Provider to provide assistance to the Bodies Corporate.  

- Judicial Administration: Ian and Neville Schaffer have developed an 

approach to “turning around” ailing Bodies Corporate. 11 buildings are under 

their administration at present.  

• Gauteng Department of Housing: The Gauteng Province is interested in expanding the 

private rental entrepreneur and is currently undertaking or initiating a range of initiatives 

in this regard including for example the Community Rental Programme [focused on 

backyard rental], Hostel Redevelopment, the Transfer of Public Accommodation, the top 

20 Townships Programme and the Gauteng Partnership Fund. However, the current 

overall approach has been thrown into uncertainty by the MEC’s recent statements that 

RDP houses are not sold or used for rental accommodation through the erection of 

backyard structures (see Resource Report 1). 

• YDL: YDL is an independent property investment training entity that provides a range of 

education/information programmes aimed at generating interest from emerging 

entrepreneurs in rental property. All programmes combine theory and practical elements 

with inputs from industry experts.   
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(2) Commercial Financial Institutions: Based on discussions held during the interviews the  

following general points about the status of financing for rental housing through financial 

institutions  such as Commercial Banks were made: 

 

Support provided by TUHF  

Loans to Rental Entrepreneurs: TUHF provides area-based financial support in the form of 

loan finance to emerging and existing landlords within Region 9 in Johannesburg. The loans are 

provided predominantly to smaller-scale rental entrepreneurs for building refinancing, building 

purchase, building refurbishment, building conversion or greenfields construction.  TUHF 

makes loans available of below R10-million (recently raised from R5-million maximum), right 

down to financing needs for 3-plex or 4-plex structures. The largest loan made to date is R8,2-

million and the smallest R150 000. In providing these loans TUHF assists entrepreneurs to 

develop business cases and to manage the finance granted.  

TUHF remains committed to its Johannesburg Inner City focus area (essentially Region 9), but 

will consider applications that fall close to this boundary. Currently, TUHF is assessing the 

prospects offered by the Pretoria, Durban and Port Elizabeth inner-city areas TUHF has 

recently raised almost R300-million from various funders (including Nurcha and the NHFC), 

which they believe they will be able to lend out relatively quickly.  

Direct Support: Equity Facility: TUHF has recently set up an Equity Facility with the 

Gauteng Partnership Fund that enables it to make equity placements (through subordinated 

loans) in certain projects of up to R200 000 per project up to a maximum of 20% of total 

project cost.. Currently one project is in place and one is nearly concluded. 

Other Support: TUHF has a very thorough loan origination and monitoring approach based on 

“understanding your market”. Their geographic focus implies that they are well aware of 

market conditions in the areas they operate. Types of support include technical information, 

access control information, building design input and financial advice. TUHF does not do direct 

capacity building / support except in the process of originating loans. 
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• Market Understanding: Banks are not experienced in providing finance for rental 

housing or for areas like the Townships and as a result are cautious to make loans. In 

Township areas recent figures show that where new loans have been originated a high 

proportion have gone bad. 

• Operational dislocation: There is an operational split in the Commercial Banks in 

respect of rental financing in that commercial divisions tend to be involved in large 

projects, and home loans get involved in small projects and neither focus on or have an 

understanding of the small scale rental market. Potential borrowers are often referred from 

one Department to the other. 

• Size of Funding: Due to the split between divisions, there tends to be a large gap in 

lending for rental projects of between R2-m and R10-m.  Few banks have specific 

products looking at the opportunities afforded by home-based rentals. 

• Personal Sureties: Most Financial Institutions will only finance rental indirectly through 

providing finance backed by sureties / assets “outside of the project area”. That is, 

existing assets of principals to new rental developments are used to secure financing for 

rental projects, rather than the actual merits of the rental projects themselves 3. This is the 

classic model for the niche banks.  

• Purchase vs Refurbishment Lending: Most financing provided by the Banks is for the 

purchase price of the buildings only, not for the costs of building refurbishment. As a 

result, most financing deals do not unlock the value of the buildings they are financing 

and are not appropriate for this market. 

• Nature of Current Rental Financing: Where lending is being made available from 

formal financial institutions, the following general comments are valid:  

- Term: Most lending is over 10 years or less. 

- Interest Rate: Currently, most financing is at around prime, not greater than prime 

+2 (at this level, most potential borrowers start to complain).  

- Loan to Value Ratios: Generally quite low (possibly 60% to 75% is normal 4). 

 
                                                 
3 E.g. One TUHF client has financed subsequent developments through a Commercial Bank in this 
manner, secured against personal property in the Northern Suburbs. 
4 E.g. One TUHF client was offered 60% LTV by standard bank, and subsequently obtained financing from 
TUHF as this was unfavourable. 
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(3)   Key challenges: The individuals interviewed identified the following key challenges in 

respect of the small scale Landlord rental sector:  

• Lack of entrepreneurs: The supply of entrepreneurs has not been as forthcoming as 

expected and/or hoped.  

• Availability of stock : Rapid changes in the cost of buildings available to entrepreneurs 

has put upward pressure on the viability of many projects through reduced margins 

• Availability of finance: Finance is a problem for the small investor.  TUHF is really the 

only option in many areas. Few commercial banks are getting involved except in the 

fringe areas. The home loan market is starting in areas such as Yeoville, Berario, Berea 

but not yet in other areas such as Troyeville / Jeppestown. There is a lack of small 

business finance; either it is too big (say, greater than R10-m), or it is franchising, or 

finance is not tailored to need of specific type of business.  Banks are still (rightly) 

concerned about sectional title stability. 

• Lack of equity is a major problem. Racial access is occurring where in general terms 

“white buyers” generally have capital, but do not understand the market, “black 

entrepreneurs” know the market but have no equity. 

• Government : There are a whole range of issues relating Government that are  

problematic including:  

o Local Government capacity problems resulting in the breakdown in administrative 

processes for e.g. rates payments and clearance certificates 

o The PIE Act has not yet been changed.  

o Flat hijackers not being addressed. 

o The Breaking New Ground housing strategy (as interpreted by the MEC) may 

displace certain innovative programmes being contemplated by the Gauteng 

Province.  

o The focus of the Property Charter is problematic as it focuses on commercial / 

listed property and not small investors 

• Management expertise: Many entrepreneurs lack management expertise, which affects 

their viability (e.g. collections, tenant origination and checking, default management, 

evictions, security). 
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• Body Corporate: Body Corporate are a big problem as many of them are not operating. 

This undermines the investment.  

(4)  Opportunities: The following opportunities were identified:  

• There is still much scope in the inner-city, near-city and other urban areas.  

• Townships offer a great opportunity, but there is a need to change the current ‘hands-off’ 

approach to loan servicing in this country. Perhaps models such as the Mexican models 

that rely on resident neighbourhood officers should be pursued. 

• There is a need for emerging Investors to be educated so that they develop more interest 

in opportunities offered by Inner-City and Township properties and property ownership in 

general, as a basis for building wealth.  

 

(5) Housing as an Asset: Some of the views expressed by interviewees included the following:  

• Housing plays a crucial role (where entrepreneurs have this) in providing a source of 

security for financial institutions. Many successful entrepreneurs have achieved this 

success through gearing the underlying equity of their own personal properties to obtain 

finance to purchase stock in the inner city. 

• There is a reluctance to use the house as collateral: In South Africa there is a reluctance to 

use the house as collateral that in turn could inhibit the ability to grow a ‘township-based’ 

entrepreneurial model.  This could inhibit willingness to put up housing as collateral, or 

could affect the understanding of the opportunities that exist with respect to using housing 

as collateral for starting entrepreneurial ventures. 

• Housing generally and RDP housing particularly is being viewed as an asset in a very 

narrow sense, in that it is allocated to individuals who are locked into a relationship with 

it for at least 8 years. 

 

 


