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WHOSE HOUSING BOOM? 
Last year, South Africa’s residential 
property market posted its highest 
growth rate in 13 years – with 
nominal house prices increasing by 
32,1% over the year.  Everyone is 
excited about this housing boom, 
which is seen as indicative of the 
broader good fortune and 
performance of the SA economy.   

 

Source: Economic Perspective – 4th Quarter 2004, ABSA 

ABSA Bank senior economist (Jacques 
du Toit) explains why: 

"The boom in the property market is 
based on structural factors, such as 
strong local demand from a growing 
middle class and debt levels being 
much lower than in 1998… These are 
factors that will not disappear 
overnight. The property market is 
also being supported by favourable 
economic factors such as low 
inflation, strong economic growth 
and low interest rates."  

Unfortunately ABSA’s analysis only 
covers houses of between 80m² and 
400m², and is based only on loan 
applications approved by ABSA.  
While this might be indicative for 
the higher income market, ABSA 
concedes that its retail exposure in 
the township market is insufficient 
to provide any real indication of 
activity there.  Yet, because of 
industry respect for ABSA’s House 
Price Index, many misinterpret the 
reporting as representative of all 
property transactions in South 
Africa.  

A similar analysis of affordable 
housing, which is generally in the 
order of between 30m² and 80m², or 
which is found in our former 
townships, would show a very 
different picture.   

The TRPM study found that contrary 
to the boom elsewhere, property 
markets in the former African 
townships in South Africa are 
stagnant and dysfunctional.  Where 
you would expect about 30% of 
houses in an average neighbourhood 
to change hands in a 5 year period, 
only about 8% of privately developed 
(that is, non-subsidised) houses in 
the townships were traded between 
1999 and 2003.   

Where trade did happen, it was at 
substantially lower values when 
compared with similar houses 
outside of the townships.  For 
instance, between 1999 and 2003, 
the average house price in Diepkloof, 
Soweto is recorded in the deeds 
registry as R104 000 whereas the 
average house price for similar 
houses in Mayfair West, 
Johannesburg (a former Indian 
township) was about double 
(R205 000).  When asked what they 
thought their house might be worth, 
however, residents in Diepkloof 
suggested R178 000 would be fair 
despite the locational disadvantage. 
The R74 000 difference between 
their estimation and the R104 000 
reality represents a 42% loss.  The 
researchers suggest that this 
explains, in part, the low level of 
transactions.        

The TRPM report offers a number of 
reasons why the property market in 
the townships is dysfunctional and 
why prices are so depressed.  Issues 
related to title, the availability of 
housing finance, the availability of 
information (estate agents), and so 
on.   

All of these issues must clearly be 
dealt with in the long term – but in 
the short term, perhaps the most 
useful intervention would be for 
someone (be it ABSA or some other 
organisation) to start tracking the 
quarterly transaction figures of 
affordable housing.  Two categories 
of analysis would be useful: (1) 
housing that is less than 80m², and 
(2) housing located in former 
townships – and to isolate this on a 
neighbourhood basis.   

 

It is important to remember that 
only about 5% of households in South 
Africa earn enough to afford to 
purchase what ABSA’s index suggests 
is “the average” house - a R400 000 
property.  With statistics that don’t 
accommodate transactions outside of 
this market, broad based reports on 
SA’s housing boom aren’t even 
telling half the picture. 

Kecia Rust – TRPM Coordinator 

UPCOMING EVENTS 
5-6 April 2005: International 
Property Law Conference, 
Stellenbosch University. A call for 
papers relates to 4 topics:  
§ Land Reform And Housing Policy: 

including redistribution, tenure reform, 
and restitution. Access and tenure 
security are also addressed, as is the 
link between access to land and 
housing and the manner in which 
unlawful occupation of land is dealt 
with.  Contact Prof Juanita Pienaar on 
jmp@sun.ac.za  
§ Constitutional Property And 

Property Theory. Contact Prof AJ 
van der Walt ajvdwalt@sun.ac.za  
§ Land Registration And 

Alternatives To Landownership: 
including issues of liability and risk, 
protection of informal property rights 
and legislative intervention. Contact 
Prof Hanri Mostert on hmos@sun.ac.za  
§ Property In Common Law And 

Civil Law: Contact Prof CG van der 
Merwe on cgvdm@sun.ac.za  

RESOURCES 
ABSA House Price Index: 
http://www.absa.co.za/ABSA/PDFFiles/
Media_release_HP_index_May_2002_8.pdf  

Magni, P, P Rutsch and A von Riesen 
(2002) Informal Land Markets and 
Tenure Security in South Africa - 
The Experience Of Folweni In 
Kwazulu-Natal. Can be found on 
http://www.saplanners.org.za/SAPC/pap
ers/Magni-35.pdf 
 

REMINDER: The household survey 
data from the TRPM study is 
available on-line for free on the 
Eighty20 Databases Consumer 
Information Portal.  Go to 
www.eighty20.co.za  


