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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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Pace of house price growth accelerating

Based on Absa’s calculations, nominal year-on-year house price growth in the
South African housing market picked up further in November 2009, with the
prospect of price deflation of less than 0,5% for the full year. After adjustment for
the effect of inflation, house prices continued to decline in real terms up to October
this year, albeit at a slower pace.

House prices in the middle segment of the market (see explanatory notes) were up
by a nominal 4,7% year-on-year (y/y) to R1 006 300 in November, after increasing
by a revised 3,4% yly in October. Month-on-month price inflation came to 0,9% in
November. In real terms, middle-segment house prices were down by 2,4% yly in
October, compared with a decline of 3,9% y/y in September after revision.

The average price of small houses (80m2-140m?) declined by 1,7% y/y in nominal
terms in November, compared with a revised drop of 2,2% yly in the preceding
month. As a result, the average nominal price in this category of housing came to
R665 100 in November. In real terms, the average price of small houses was down
by 7,7% yly in October, after declining by a revised 8,6% y/y in September.

In respect of medium-sized houses (141m2-220m2), nominal price deflation came
to 3,3% yly in November (-3,8% yl/y in October after revision). This brought the
average price in this segment to around R916 900 in November. Adjusted for
inflation, prices declined by a real 9,2% y/y in October (-9,6% yly in September after
revision).

The average nominal price of large houses (221m2-400m2) increased by 3,5% yly
in November this year, after rising by a revised 3% y/y in October. The average
nominal price in respect of large housing was at a level of R1 419 700 in November.
In real terms, house prices in this segment dropped by 2,8% y/y in October (-3,5%
yly in September after revision).

Absa House Price Indices (nominal, 2000=100)

Month Small houses Medium-sized houses Large houses All houses
80-140 m? 141-220 m? 221-400 m?2 80-400 2
2007 2008 2009 | 2007 2008 2009 [ 2007 2008 2009 | 2007 2008 2009

Jan 309.8 340.8 3381 3388 380.7 376.0| 3378 3821 3746| 3241 3547 3498
Feb 3123 3426 336.6 | 3443 3811 3741 | 3425 3834 3743|3288 3557 347.6
Mar 3145 3439 3344 3496 3808 3719 3471 3840 3748 333.0 3564 3459
Apr 3166 3447 3318 3547 380.1 369.5| 3519 3836 3763| 336.7 356.8 3453
May 3190 3451 3294 3595 3796 367.1| 3571 3826 3787 | 339.8 357.0 346.2
Jun 3220 3447 3283 3640 3796 3653 | 3624 3811 3813 | 3427 357.0 3491
Jul 3254 3436 3285|3681 3799 3644 | 3673 3799 3838 3453 356.7 3534
Aug 3290 3423 3296 3717 3803 3645 | 3712 3790 3859 | 3475 3562 358.3
Sep 3322 3411 331.0( 3745 380.7 3651 | 3741 3783 387.6| 349.3 3557 3628
Oct 3349 3403 3326 3766 3805 366.1| 3764 3776 389.0| 351.0 3547 366.8
Nov 3372 339.7 3339|3782 3794 3670|3786 3766 389.8| 3525 3534 370.2
Dec 339.0 339.1 379.6 377.8 380.5 3755 353.7 3518

Average | 3243 3423 363.3  380.0 362.3 380.3 342.0 3555
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Various economic indicators point to a gradual recovery in the South African economy. These include the South
African Reserve Bank’s leading business cycle indicator, which has risen uninterruptedly for a period of six months
up to September this year; positive quarter-on-quarter real GDP growth of 0,9% in the third quarter; an improvement
in the purchasing managers index, which measures manufacturing activity; and slightly higher levels of business
and consumer confidence. However, households are still struggling with relatively high levels of debt in relation to
income, tough labour market conditions and declining real disposable income. In view of these developments,
housing market conditions are expected to improve further in 2010, but it is set to be a gradual process with nominal
price growth forecast to remain in single digits over the next twelve months.

In the first eleven months of 2009, nominal house price deflation averaged 0,5%, compared with the same period
last year. If recent trends in price levels prove to be sustainable, nominal price growth of at least 5% can be
expected in 2010. Real house prices are forecast to decline for a second consecutive year in 2009, with at best a
small real increase next year, based on nominal house price and consumer price inflation trends and projections.

Absa House Price Indices
Houses of 80-400m2, up to R3,1 million
Category Nominal y/y % change Real yly % change
of October November Jan-Nov September October Jan-Oct

housing 2009 2009 2009 2009 2009 2009
Small houses (80m2-140m?2) 2.2 -1.7 -3.0 -8.6 -7.7 -9.8
Medium-sized houses (141m2-220m?) -3.8 -3.3 -3.1 -9.6 9.2 -9.8
Large houses (221 m2-400m?) 3.0 35 0.2 -3.5 -2.8 -7.0
All houses (80m2-400m?) 3.4 4.7 -0.5 -3.9 -2.4 -7.8

Absa House Price Index
Houses of 80-400m2, up to R3,1 million
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House Price Trends
Houses of 80-400m2, up to R3,1 million
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