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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 R3,5
million or less in 2011 (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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Home values continue to grow at a slow pace

The average nominal value of small, medium-sized and large houses in the middle-
segment of the South African housing market for which Absa approved mortgage
finance (see explanatory notes), continued to show relatively low growth on a year-on-
year basis in February 2011.

The base effect of a recovery in home values twelve months ago is a key factor in the
current low level of year-on-year price growth, and is expected to remain an important
factor in the first half of 2011. Moderate month-on-month price growth is evident in all
three segments of housing since late 2010, which is believed to be related to low
inflation and interest rates, a higher level of real economic growth, and an increase in
employment numbers towards the end of last year.

In real terms, the prices of medium-sized homes were declining over the past three
months compared with a year ago, while the average real value of large houses is on a
declining trend since August last year, compared with the same period twelve months
ago. Real house price calculations are based on the headline consumer price index.

The average value of small houses (80m2-141m?) increased by a nominal 4,3% year-
on-year (yly) in February 2011, after rising by an adjusted 6,3% y/y in January. The
average price of a house in this segment of the market came to about R784 600 in
February this year. Real price growth of 2,6% y/y was recorded in January.

In the segment of medium-sized houses (141m2-220m?) the average nominal price
was up by 1,5% yly in February this year (2,1% yly in January). The price of a medium-
sized house was around R982 200 in February. A real price decline of 1,5% y/ly was
recorded in January this year.

Nominal year-on-year price growth in the category of large houses (221m2-400m?2) was
3,7% in February 2011 (3,5% in January). The average price of a large house came in
at around R1 494 600 in February. In real terms the average price in this segment of
housing was down by 0,2% y/y in January 2011.

Absa House Price Indices (nominal, 2000=100)

Month Small houses Medium-sized houses Large houses
80-140 m?2 141-220 m2 221-400 m2

2009 2010 2011 | 2009 2010 2011 | 2009 2010 2011

Jan 3416 3642 387.2| 3748 3834 3914 | 3740 3926 406.3

Feb 3372 377.8 3939 | 3723 3875 3932 | 3727 3959 4103
Mar 3322 3911 369.9 3903 3724 3991
Apr 3278 4013 3679 3913 373.6 4013
May 3254 405.2 366.2 390.9 3759 4015
Jun 3258 4024 365.2 389.1 379.0 3996
Jul 328.3 3946 365.2 387.1 3823 3964
Aug 3319 384.9 3659 385.6 385.0 3934
Sep 3353 3774 367.7 385.2 386.7 3924
Oct 339.2 3749 370.7 386.0 387.6 3939
Nov 3445 376.9 3744 387.6 388.6 3973
Dec 3528 3815 378.8 3895 390.2 4017

Average | 335.2 386.0 3906 | 3699 387.8 392.3| 380.7 397.1 4083
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The South African economy is forecast to expand by between 3,5% and 4% in real terms this year, with expectations of a
moderate increase in employment, further growth in real household disposable income, and interest rates remaining low.
These factors, as well as the lowering of transfer duty on property announced in the national Budget in February, are
expected to support the residential property market in 2011. However, consumer price inflation is forecast to rise during the
course of the year on the back of movements in food price inflation, international oil prices, and the rand exchange rate. Oll
price and currency movements are adversely affecting domestic fuel prices since late last year, while a hike of 18 cents/litre
in fuel taxes on 6 April 2011 will cause fuel prices to rise even further. Higher transport costs and consumer price inflation,
together with rising electricity prices, municipal rates, taxes and levies, will impact household finances and eventually the
residential property market in 2011.

Taking account of recent trends in house prices, as well as the abovementioned expectations with regard to the economy,
nominal house price growth of around 1,5% is currently forecast for 2011. Based on this forecast and a projected average
consumer price inflation rate of between 4,5% and 5% this year, house prices are set to record a real decline in 2011.

Absa House Price Indices
Houses of 80m2-400m2, up to R3,5 million

Category Nominal yly % change Real yly % change
of January February Year-to-date | November December January
housing 2011 2011 2011 2010 2010 2011
Small houses (80m2-140m?2) 6.3 4.3 5.3 5.6 4.5 2.6
Medium-sized houses (141m2-220m2) 21 15 1.8 -0.1 -0.6 -15
Large houses (221m2-400m?) 3.5 3.7 3.6 -1.3 -05 -0.2
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