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South Africa’s residential property market

• The entry market—properties worth R300 000 or less
• The affordable market—properties worth R300 000 -R600 000
• The conventional market —properties worth R600 000 -R1.2m
• The high-end market—properties worth over R1.2 million

Residential property by market segment: 
number of properties, South Africa, 2017 

As at end 2017, 
there were approx

6.3 million 
residential 

properties on the 
deeds registry. 

Almost 60% were 
valued at less than 

R600 000.



A few words on the data and methodology…

• 2017 title deeds data obtained from Lightstone Pty Ltd. 

• Valuations are provided by Lightstone and are not based on municipal valuation rolls. 

• Only covers properties which appear on the deeds registry (the formal market), and 
therefore does not include:

₋ Informal settlements
₋ BNG properties where beneficiary has not received their title deed!

• Proxy used to identify govt-subsidised properties (e.g. BNG, RDP houses)

• Data aggregated by market segments—not record level data

• Allows analysis in terms of:
• New vs. resale markets
• Transactions financed with a bond or without
• By lender 
• Type of buyer e.g. first-time home owner
• Property type: free-standing house vs. sectional title vs. private estate

• CAHF has published eight metro reports on residential property markets, available at: 
http://housingfinanceafrica.org/projects/citymark-analysis-of-residential-property-markets-in-south-
africas-eight-metros/

http://housingfinanceafrica.org/projects/citymark-analysis-of-residential-property-markets-in-south-africas-eight-metros/


How do metro residential property markets compare?

• All metro residential property markets growing, 
at roughly same rate.

• Joburg has largest residential property 
market in terms of number of 
properties.

• CCT has the largest residential 
property market—in value—R1.009 
trillion, compared to smallest BCM  
R76.8 bn.

Number of residential properties



Metro residential property markets by market segment (2017)
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1. The impact of government-subsidised housing stock on metro 
property markets….and rates policies.

2. How metro spatial planning impacts housing affordability

3. Estates vs. free hold vs. sectional title: how can metros use zoning 
to improve integration?

4. Understanding lending patterns: how can metros partner with 
banks to improve access to affordable housing?

Understanding metro residential property markets



About 30% of all 
residential 

properties were 
financed by 
government 
(1.88 million 
properties).  

If all RDP properties 
were on the deeds 
registry, they would 
comprise about 39% 

of the market.

The contribution of government housing programmes at the lower end 
of the market is significant.

An estimated 65% of 
residential properties 
under R300 000 are 
govt-subsidised.



Government-subsidised properties  aren’t just sitting at the bottom 
end of the market…

• Significant share of GSP are valued between R300 000 and R600 000
• As these properties appreciate, they are an important source of supply (through the 

resale market) for the working class.

eThekwini

Number of government-subsidised residential properties by market segment, 
2017

Nelson Mandela Bay Johannesburg

• 11.6% of GSP affordable • 27.5% of GSP affordable • 53.5% of GSP affordable

• 89% of GSP over 8 yrs old • 95% of GSP over 8 yrs old • 95% of GSP over 8 yrs old



Government housing programmes play a substantial role in the 
provision of new housing stock.

NB: This data only includes new 
registrations of houses on the deeds 
registry. If beneficiaries received their 
houses from govt but have not been 
handed their title deed, those numbers 
will not reflect here (title deed 
backlog).



At metro level, government-subsidised housing makes a large share of 
properties at the lower end of the market. 



• In all metros, GSP appear to be appreciating in value 
(except Manguang)

• Average value of GSP under 8 years old ranges from: 
R125 990 (BCM) to R209 051 (Ekur)

• Average value of GSP over 8 years old ranges from: 
R144 155 (Mangaung) to R320 923 (Joburg)
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Residential property exclusion

If govt-subsided housing stock is a large slice of municipal residential 
property markets, what does this mean for rates policies?
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property markets….and rates policies.

2. How metro spatial planning impacts housing affordability

3. Estates vs. free hold vs. sectional title: how can metros use zoning 
to improve integration?

4. Understanding lending patterns: how can metros partner with 
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Understanding metro residential property markets



Where she 
works

Where she 
can find 
something to 
buy

Dima works in the CBD. Her mother has been on the 
waiting list for a subsidised house since Dima was a 
child.  Dima wants to buy a house for R300 000 for 
herself and her mother.  

Spatial segregation impacts on housing affordability

15kms into town

2 hours+ per day 
commuting by 

train

R140 for monthly
train pass



Mangaung

Market-segmented spatial analysis can assist municipalities in human 
settlements and transport planning, to improve integration and 
housing affordability. Johannesburg

➢ See blog by Leila McKenna on spatial issues: 
http://housingfinanceafrica.org/documents/urban-
land-reform-in-south-africa-the-potential-of-public-
property-and-impact-of-public-investments/

http://housingfinanceafrica.org/documents/urban-land-reform-in-south-africa-the-potential-of-public-property-and-impact-of-public-investments/
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Understanding metro residential property markets



• Estate properties sit predominately at the upper end of the market and are 
growing steadily. 

• Freehold (outside estates)—free standing houses—are growing in all market 
segments except the lowest end, where they are declining. 

Free-standing houses, sectional title, and private estates—by market 
segment





Affordability, property type, spatial planning and integrated cities

• Sectional title typically offers an 
affordable alternative for households 
wanting to own their home.

• However there are often distinct 
spatial patterns by property type 
across cities.

• Using the levers of land use planning 
and approvals, metros can encourage 
mixed uses and property types, thus 
improving integration and 
affordability. 

Mangaung Cape Town
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Understanding metro residential property markets



• The resale market is larger than new-build 
in all segments of the market.

• In most metros, while resale market 
activity has been growing in high-end 
market, it has declined in the entry and 
affordable markets.

• There  is limited and declining availability of 
new, affordable houses at the lowest end of 
the market---except for govt subsidised
housing.

On the whole, resale transactions of houses at the lower end of the 
market have been declining. 



This is partly due to declining access to credit for lower income earners: 
both new & resale, and especially in the entry & affordable markets.

Entry market

Affordable market

Conventional market

High-end market

New transactions Resale transactions



Lending by banks for home loans for low-value properties is also declining 
significantly.

• Main drop is due to declining 
participation by Standard Bank.

• SA Home Loans (including Capitec) 
only one growing, but off a very low 
base.

• FNB is actively increasing their share.
➢ Why?



Total bonded transactions by market segment by lender (2017)

Buffalo City Tshwane

Which banks are active in which market segments?



The resale market offers a new supply opportunity at a lower rung in 

the ladder, while creating new buyers for the new build market

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/f
or-sale/western-cape/cape-
town/bellville/delft/T1225789

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

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

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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Assumptions for income group R5 101: Instalment to income ratio of 20%, interest rate of 13% (3% over prime), 20 year loan term
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The FLISP subsidy makes a big difference: Enabling affordability for the 
bottom end of the eligibility range, with resale market housing
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The FLISP subsidy makes a big difference: Enabling affordability by creating 
new buyers with equity

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.
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Government subsidised properties: age and average value, 
Cape Town 2007 - 2017

Number of residential properties (0-8 years) Number of residential properties (older than 8 years)

Average value of residential properties (0-8 years) Average value of residential properties (older than 8 years)

Government-subsidised housing creates a new first rung on the housing ladder in Cape 
Town, offering value to existing owners (and a chance to climb the housing ladder), and 
affordable housing to aspiring buyers

In Cape Town in 2017, the average value of government-subsidised housing older than 8 

years, was R242 149.  Of the 137 397 properties older than 8 years, 2 310 were formally 

sold, at an average price of R337 588, with prices ranging from R150 000 to R580 000.  

About a quarter of these (640) were financed with a mortgage.
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Mortgage finance makes a big difference to price
But sellers often specify they want a cash sale.  Why?



Why we like mortgages – they leverage the interests of lenders to drive 
‘investability’ and shape property markets

Investable area 
(municipality)

Investable property 
(municipality / household)

Investable borrower 
(households / lenders)



Why we like mortgages – they leverage the interests of lenders to drive 
‘investability’ and shape property markets

Investable area 
(municipality)

Investable property 
(municipality / household)

Investable borrower 
(households / lenders)

✓ Governance

✓ Service delivery

✓ Title deed

✓ Compliance

✓ Rates payment

✓ Headroom

✓ Credit histories

✓ Payment performance



Formalising property markets: why is it important?

Title deed 

CITY CITIZEN

Service delivery

Governance

Revenue

Secure tenure

Leverageable asset

Household wealth

Functioning, comfortable, 

investable neighbourhood

Better governance

Improved asset 

performance



33 |

Informal solutions are compelling but come with significant (hidden) 
risks. 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

Slow turn around times

High transaction costs

Limited trust

Limited awareness



The Transaction Support Centre is a pilot, action-research initiative in Khayelitsha, 

located in the Desmond Tutu Sport & Recreation Centre.

The TSC provides free, hands-on assistance and advice for individuals looking to buy and sell 

residential properties

through EFFICIENT, SAFE & LEGAL processes.  

At the same time, the TSC documents the progress of transactions, to highlight potential policy, 

legislative and administrative issues for attention.

34
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The potential is significant: The deeds registry for Cape Town includes 171 887 
government-subsidised houses registered in the names of beneficiaries.  

Of these, 134 397 (78%) are older than eight years, making them eligible for trade on the 
resale market.  

In 2017, 3.57% of all existing residential properties in Cape Town were sold.  For 
government-subsidised properties, the churn rate was much lower, at 1.34%.  Just 
doubling this could see an additional 2 310 transactions in Cape Town, at an average 
value of R242 419 per transaction, already much less than the cheapest newly built 
house.  This would be affordable to a household earning:
• R6500 per month with a FLISP and a mortgage
• R11 500 per month with only a mortgage
• Much much more, if sold for cash only

These 2 310 sales, create another 2 310 buyers with equity greater than the FLISP would 
provide and another 2 310 mortgages, to become buyers one rung up the ladder, entry-
level new build stock. And all of this would have the knock on effects of upstream, new 
construction-related impacts, and downstream housing consumption and 
neighbourhood development impacts on the local economy and on household lives.

In 2017, there 

were a total of 

2 889 bonded 

transactions 

(new & resale)  

in the <R600 

000 category 

(entry & 

affordable)

This includes a 

total 640 sales 

of 

government-

subsidised 

houses that 

were financed 

with a 

mortgage

Deeds data from Lightstone, 

analysed by CAHF’s Citymark 

programme



How can municipalities work with the banks to encourage access to 
housing finance and the realisation of the housing asset?

1. Area-based “green lining”: a partnership 
between local municipalities and lenders in 
which specific areas are targeted for efforts 
to make them ‘investment grade’ for 
households and lenders alike.

• Lenders would commit to a targeted 
lending programme for qualifying 
borrowers in these areas, greater local 
presence, and accessible community 
education initiatives.

• Municipalities would commit to an 
increased focus on the collection of rates 
and services payments, by-law 
enforcement, expedited municipal 
approvals (clearance certificates, plan 
approvals, etc.), and area-based 
improvement initiatives. 

2. Make housing transaction support more 
widely available to facilitate formal 
transactions (Transactions Support Centre in 
Khayelitsha) and address reasons buyers and 
sellers offer revert to informal sales:

• Title deed issues
• Slow response times from regulatory 

bodies (the City, the Province, the 
Deeds office)

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



• Community of Practice provides the platform for metros to access this data and unpack 
its implications for their spatial planning and housing development, municipal finance 
and budget planning. 

• Objectives of the COP: 
• To share research on residential property markets and build the capacity of 

municipalities to utilise this data in their planning and policy-making; 
• To provide an IGR platform for engagement on the housing and finance framework
• To enable peer learning between municipalities
• To also look at how this information / reports can effectively be landed in metros so 

that they can own it to help the in housing planning and development. 

Way Forward



Thank you!
To view individual reports on each of the eight 

metros, visit CAHF’s website: 

http://housingfinanceafrica.org/projects/city
mark-analysis-of-residential-property-
markets-in-south-africas-eight-metros/

CAHF’s work in South Africa is supported by:

http://housingfinanceafrica.org/projects/citymark-analysis-of-residential-property-markets-in-south-africas-eight-metros/

