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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 R3,6
million or less in 2012 (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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House price growth remains low and is slowing down

The slowdown in nominal year-on-year house price growth, evident towards the end of
2011, continued in January 2012. On a monthly basis nominal price growth remained in
negative territory up to the first month of the year. In real terms, i.e. after adjustment for
the effect of inflation, house prices deflated further up to December last year against the
backdrop of a consumer price inflation rate of 6,1 year-on-year (y/y) at year-end.

The slowdown in the pace of house price growth can be attributed to the combined
effect of the following factors, which affect consumers and eventually impact housing
demand, growth in mortgage finance and house price trends:

After interest rates were cut by 50 basis points in late 2008 and another 450 basis
points in 2009, rates were lowered by a further 150 basis points in 2010. Last year
saw interest rates remaining unchanged, not providing any further stimulus to the
housing market.

Many consumers continued to experience some financial strain up to late 2011
against the background of a low level of household savings; rising consumer price
inflation, impacting spending power; relatively high levels of household debt in
relation to income; and damaged consumer credit records, affecting the accessibility
of credit.

Employment remained under pressure in the first half of 2011, improving only
slightly in the third quarter of the year.

Consumer confidence was relatively low in 2011 compared with 2010, especially in
the second half of last year.

Average nominal price levels of houses in the various categories of the middle segment
of the market were as follows in January 2012, with nominal and real price changes
presented in the table on the next page:

Small homes (80m2-141m?): R664 400
Medium-sized homes (141m2-220 m?): R995 000
Large homes (221m2-400m?): R1 559 800

Absa House Price Indices (nominal, 2000=100)

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

2010 2011 2012 | 2010 2011 2012 | 2010 2011 2012

Jan 365.5 381.8 3335 | 383.8 3859 3983 | 391.7 4047 4282
Feb 3778 3816 388.2 3855 3946 406.6
Mar 390.0 380.9 3912 3865 397.7 407.0
Apr 399.8 379.9 3921 389.1 400.2 406.0
May 4044  379.6 3912 3931 400.8 4045
Jun 4032 3794 389.1 3974 399.7 403.6
Jul 3975 3781 386.8 400.9 397.2 4042
Aug 3904 3742 3855 402.6 3949 406.8
Sep 3846 3674 3854 4025 3940 4108
Oct 3814 3587 386.0 4015 395.1 4157
Nov 380.6 349.7 386.7 400.4 397.9 4205
Dec 3812 3411 386.7 3994 4015 42438

Average | 388.0 371.0 3335 | 387.7 3954 3983 | 397.1 409.6 4282
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After having expanded by an estimated real 3% in 2011, the South African economy is forecast to grow by 2,8% in
2012. The lower growth expected this year will largely be the result of a slower pace of expansion projected for the
world economy, which will impact South Africa’s export performance. A weaker rand exchange rate compared with
last year will, however, provide some support to the country’s export earnings.

Headline consumer price inflation, currently outside the inflation target range of 3%-6%, is forecast to remain above
the 6% level throughout 2012. Inflation will be mainly driven by upward pressure on food prices, fuel prices (impacted
by oil price and rand exchange rate movements), and property running costs such as municipal rates, taxes, levies
and electricity price hikes.

Based on the abovementioned expectations regarding the performance of the economy and inflation, interest rates
are projected to remain at current levels until late this year before being hiked on the back of inflationary pressures.

With the residential property market expected to continue to reflect conditions and developments in the economy and
the household sector, the average nominal price of houses in the middle segment of the market is forecast to show
relatively low growth in 2012 after rising by only around 2% in 2011. In real terms house prices are set to deflate
further this year, based on expected low nominal price growth and headline consumer price inflation to remain
above the 6% level.

Absa House Price Indices
Houses of 80m2-400m?, up to R3,6 million

Category Nominal yly % change Real yly % change
of November | December January October November | December

housing 2011 2011 2012 2011 2011 2011

Small houses (80m2-140m2) -8.1 -10.5 -12.8 -11.3 -134 -15.7

Medium-sized houses (141m2-220mz?) 35 33 3.2 -1.9 2.4 2.7

Large houses (221m2-400m?) 5.7 5.8 5.8 -0.8 -0.4 -0.3

Absa House Price Index
Houses of 80-400m2, up to R3,6 million
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