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PROPERTY BAROMETER -FNB Valuers Market Strength Index

FNB’s valuers, as a group, perceived further residential market strengthening
in April.

25 May 2012
FNB Valuers Residential Market Strength The FNB Valuers Residential Market Strength Index,
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showed further strengthening in April.

Explanation of the FNB Valuers’ Indices: When an FNB
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rating of demand as well as supply for property in the

30 specific area. The demand and supply rating categories
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Jan-01  Jan-03  Jan-05  Jan-07  Jan-09  Jan-i1 are a simple “good (100)”, “average (50)”, and “weak (0)".
e N Valuors' arkt Srongth Indox (Scale 0 10 100 whro 50 ndicatos a balanced marke) From all of these ratings we compile an aggregate
oy demand and an aggregate supply rating, which are

expressed on a scale of O to 100. After aggregating the
individual demand and supply ratings, we subtract the aggregate supply rating from the demand rating, add 100 to
the difference, and divide by 2, so that the FNB Valuers’ Residential Market Strength Index is also depicted on a scale of
O to 100 with 50 being the point where supply and demand are equal.

April Results: The Demand Rating rose in April to 46.1, from a previous month’s 45.8. This is the 4" consecutive month
of strengthening. The strengthening is predominantly the result of a rise in the residential demand rating, which rose to
above 50, i.e. 50.5 in April, for the 1% time since December 2008. A level above 50 implies that a greater percentage of
valuers rates demand market as “strong” compared to those rating it as “weak”.

However, the market strength index is still held below the 50 level by a relatively strong supply rating, which according
to the valuers measured 58.4 in April.

FNB Valuers Residential Market Strength Examining the Market Strength Index on a year-on-year

Indices - Y/Y % Change = percentage change basis, the changes in direction

become more visible to the naked eye. The Demand

Strength Index rose year-on-year by 3.2%, an

acceleration on previous months, while the year-on-year

Supply Strength Index has gradually slowed to 1.3%, from
a peak of 4.9% at March 2011.

In summary, FNB’s Valuers collectively perceived
residential demand to have strengthened further in April,
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However, they believe that demand has been growing at
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supply and demand ratings, which has led to a rise in the
FNB Residential Market Strength Index. Important to note, however, is that the Market Strength Index remains below
the crucial 50 level (above 50 would constitute a “healthier market” where demand would start to exceed supply).

This implies that, although the FNB House Price Index has recently shown some real growth (i.e. growing faster
than consumer price inflation), we should perhaps not expect that house price inflation increase to be
sustainable yet. The need for caution, with regard to near term expectations, is increased by the signs of a soft
global economic period currently developing.
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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 Firstrand Group Limited

and / or the authors of the material.




