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Explanatory notes:

The Absa House Price Indices, available
back to 1966, are based on the total
purchase price of houses in the 80m2-
400m? size category, priced at R3,1
million or less in 2008 (including
improvements), in respect of which
mortgage loan applications  were
approved by Absa. Prices are smoothed
in an attempt to exclude the distorting
effect of seasonal factors and outliers in
the data. As a result, the most recent
index and price growth data may differ
materially from previously published
figures.

The information in this publication is
derived from sources which are
regarded as accurate and reliable, is of
a general nature only, does not
constitute advice and may not be
applicable to all circumstances. Detailed
advice should be obtained in individual
cases. No responsibility for any error,
omission or loss sustained by any
person acting or refraining from acting
as a result of this publication is accepted
by Absa Group Limited and/or the
authors of the material.
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Absa House Price Indices

7 October 2009

House prices set to rise again in the near future

Nominal year-on-year price deflation in the South African housing market slowed
down further in September 2009, based on Absa’s calculations. If the latest trends
are to continue, house prices may start to rise on an annual basis before the end of
the year. On a month-on-month basis, prices continued to rise in September after
reaching a lower turning point in April this year.

Middle-segment house prices (see explanatory notes) were down by a nominal
0,3% year-on-year (y/y) to R966 300 in September 2009, from a revised -1,1% yly
in August. On a monthly basis, house prices increased by a nominal 0,8% in
September, from a revised increase of 0,9% in August. By September, the average
house price was 3,4% up on the low reached in April 2009. In real terms, house
prices in the middle segment were down by 7,1% y/y in August (-8,2% y/y in July).

Prices of small houses (80m2-140m?) were a nominal 4,2% yly lower in September
(-4,4% yly in August after revision). This brought the average nominal price of
houses in this segment to about R651 400 in September. In real terms, the average
price of houses in this segment of the market was 10,2% y/y lower in August, after
declining by 10,6% y/y in July.

With regard to medium-sized houses (141m?2-220m?), the average nominal price
declined by 5,2% yly in September (-4,7% yly in August after revision), which
brought prices in this category of housing to an average of R901 700. This
translated into a real price decline of 10,4% y/y in August (-10,2% y/y in July).

The average nominal price of large houses (221m2-400m?2) was up by 2,7% yl/y in
September this year (up 1,9% y/y in August after revision). This brought the
average nominal price to R1 416 400 in September, which was R53 500 higher after
bottoming at a level of R1 362 900 in February this year. In real terms, the average
price of large houses was down by 4,2% y/y in August, compared with a decline of
5,3% yly recorded in July.

Absa House Price Indices (nominal, 2000=100)

Month Small houses Medium-sized houses Large houses All houses
80-140 m2 141-220 m2 221-400 m? 80-400 m2
2007 2008 2009 [ 2007 2008 2009 | 2007 2008 2009 | 2007 2008 2009

Jan 3099 3408 3383|3388 3808 3760 ]| 3380 3820 3747 | 3242 3548 3504
Feb 3125 3421 336.6| 3444 3810 3740 | 3426 3834 3742 3288 3555 3474
Mar 3146 3432 3344 | 3496 3805 371.8| 347.1 3840 3746 3328 3559 3449
Apr 316.6 3440 3318 | 354.7 379.7 369.6| 3519 3836 3763 | 3364 3562 343.7
May 3189 3445 329.7| 3594 3792 3675]| 357.1 3825 3786 3395 3564 3443
Jun 3219 3443 3283|3638 3791 3654 | 3625 38L2 3814 | 3424 3565 3464
Jul 3256 3434 3276|3679 3794 3637 | 3673 380.0 3841 | 3452 3564 3493
Aug 3205 3425 3272|3716 3801 3622 | 3712 3793 3865 | 347.6 3565 3524
Sep 333.0 3415 3270| 3746 380.6 3609 | 3741 3787 3889 | 349.6 3564 3553

Oct 3359 3408 376.8 380.6 376.4 378.0 3515 355.8
Nov 338.1 3402 3785 379.6 378.6 376.8 353.0 354.6
Dec 339.6 3395 3799 3779 380.5 375.6 354.1 352.8
Average | 324.7 342.2 363.3 379.9 362.3 3804 342.1 355.6
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The residential property market is still experiencing tough times on the back of an economy that is in recession,
which adversely impacts the household sector over a wide front. There are, however, indications that the worst may
be over for the local economy and that a recovery is to commence towards the end of the year. House price trends
appear to have turned the corner and with mortgage interest rates down by 500 basis points compared with late last
year, as well as the recently selective relaxation of mortgage lending criteria by banks, property market conditions in
general are expected to improve, but the process of recovery will most probably be slow and gradual.

In view of nominal year-on-year house price deflation slowing down over the past few months, prices may start
rising on an annual basis again in the near future if current trends are to continue. Based on these trends as well as
nominal price deflation of 2,1% on average in the first nine months of 2009 compared with the same period in 2008,
prices may record a decline of less than 2% for the full year. In real terms, house prices are forecast to decline by
around 9% this year. In 2010, nominal price growth of between 2% and 3% is expected, with prices forecast to
decline somewhat further in real terms next year based on projections for nominal house price growth and headline
consumer price inflation.

Absa House Price Indices
Houses of 80-400m2, up to R3,1 million
Category Nominal yly % change Real yly % change
of August September Jan-Sep July August Jan-Aug
housing 2009 2009 2009 2009 2009 2009
Small houses (80m2-140m2) -4.4 -4.2 -34 -10.6 -10.2 -10.2
Medium-sized houses (141m2-220m?) -4.7 -5.2 -3.2 -10.2 -10.4 -9.9
Large houses (221m?-400m?) 1.9 2.7 -0.4 -5.3 -4.2 -8.0
All houses (80m2-400m?) -1.1 -0.3 -2.1 -8.2 -7.1 -9.4
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