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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 80mz2-
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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Growth in home values slowing down further

Year-on-year growth in the value of middle-segment homes for which Absa approved
mortgage finance (see explanatory notes) slowed down further in November 2010. In all
three categories of housing measured by the Absa house price indices (small, medium-
sized and large houses), price growth was lower in both nominal and real terms in the
penultimate month of the year compared with a year ago. On a monthly basis, home
values continued to decline after reaching a peak around April this year, but the pace of
monthly contractions appears to be slowing down.

Although the base effect of a recovery in house price growth in the second half of 2009
is impacting year-on-year price growth calculations in the second half of 2010, the
downward trend in price levels over the past few months is believed to be related to
economic developments in general. These include slowing economic growth since the
second quarter; job losses totalling 275 000 in the first three quarters of the year; a
markedly slower pace of interest rate cuts than in 2009; no improvement in consumer
confidence during the course of the year; and consumers still having high levels of debt
in relation to disposable income. Although interest rates are low and growth in real
household disposable income and consumption improved in 2010, credit extension to
the household sector, including mortgage advances, continued to record single-digit
growth up to October this year.

In the segment of small houses (80m2-141m2) the average nominal price was up by
only 0,8% year-on-year (yly) in November 2010 after rising by a revised 5,9% yly in
October. This brought the average value of a small house to around R688 100 in
November. In real terms, i.e. after adjustment for the effect of consumer price inflation,
price growth came to 2,4% yly in October (7,5% yly in September)

The average nominal value of medium-sized houses (141m2-220m?) increased by
1,8% yly in November this year (3% y/y in October), which brought the price in this
category of housing to around R951 100 in November. In real terms prices dropped by
0,4% yly in October after rising by 0,9% y/y in September.

Absa House Price Indices (hominal, 2000=100)

Month Small houses Medium-sized houses Large houses
80-140 m2 141-220 m2 221-400 m2
2008 2009 2010 2008 2009 2010 2008 2009 2010
Jan 3419 3384 364.1 378.8 3749 383.4 382.9 375.0 390.9

Feb 3421 3347 3776 | 3791 3725 3874 | 3842 3736 3941
Mar 3421 3309 3904 | 3791 3703 3898 | 3846 373.1 397.1
Apr 3422 3275 400.2 | 379.0 368.2 390.3 | 383.8 3741 399.0
May 3425 3251 4046 | 379.2 3664 3893 | 3826 3763 398.8
Jun 3428 3246 4019 | 3799 3650 3872 | 3812 3793 396.6
Jul 3430 3258 393.0 | 380.6 364.6 3850 | 380.2 3824 3935
Aug 3432 3283 380.7 | 381.3 3652 383.2 | 379.7 3847 390.7
Sep 3434 3318 368.2 | 3815 367.0 3821 | 3794 3859 3887
Oct 3434 3364 356.2 | 381.0 370.0 381.1 | 379.1 3862 387.2
Nov 3428 3429 3455 | 3794 3740 380.7 | 3782 3869 3864
Dec 3412 3522 3772 3787 376.7 388.3

Average | 3425 3332 380.2 | 379.7 369.7 3854 | 3810 3805 393.0
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In the category of large houses (221m2-400m?) the average nominal price level was marginally down by 0,1% yly in
November after increasing by 0,3% y/y in October. The average price of a large house came to around R1 407 300 million in
nominal terms in November. A real price drop of 3% y/y was recorded in the large category in October, after declining by

2,4% yly in September this year.

On the back of the value of middle-segment homes having been noticeably higher in the first half of the year compared with
the same period last year, while year-on-year price growth started to slow down from around mid-2010, average nominal
house price growth of about 7% is expected for the full year. Real price growth for this year is forecast at around 2,5% yly,
taking into account the headline consumer price inflation rate expected to average 4,3% y/y in 2010.

Nominal house price growth of just below 5% is projected for 2011 on the back of the outlook for the domestic economy and
the consumer sector. Based on expected nominal price trends and the projection for consumer price inflation in 2011, the
average level of house prices is forecast to remain virtually stable in real terms next year compared with 2010.

Absa House Price Indices
Houses of 80m2-400mz2, up to R3,1 million

Category Nominal yly % change Real yly % change
of October November | Year-to-date | September October Year-to-date
housing 2010 2010 2010 2010 2010 2010
Small houses (80m2-140m?) 5.9 0.8 14.7 7.5 2.4 11.2
Medium-sized houses (141m2-220m?) 3.0 18 45 0.9 -04 0.3
Large houses (221m2-400m?2) 0.3 -0.1 35 2.4 -3.0 -0.6
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