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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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House price growth slowing down rapidly

Latest trends

Year-on-year (yly) price growth in the value of middle-segment homes for which Absa
approved mortgage finance (see explanatory notes), slowed down significantly in recent
months up to September this year. The average nominal value of small, medium and
large houses increased by a weighted 2,9% yly in September, after a revised growth
rate of 5,4% yly was recorded in August. On a month-on-month basis the average
nominal value of a home in the middle segment of the market is declining since May this
year, bringing the average price to R1 012 200 in September — down by R42 700, or a
cumulative 4%, after peaking at R1 054 900 in April.

The real value of middle-segment homes increased by 1,8% y/y in August (4,2% yly in
July), based on consumer price inflation slowing down to 3,5% yl/y in August from 3,7%

yly in July.

The current downward trend in year-on-year house price growth can to some extent be
ascribed to base effects, as a marked recovery in price growth occurred in the second
half of last year. However, month-on-month declines evident in average house prices
over the past few months are probably related to developments on the economic front
(lower real GDP growth in the second quarter of 2010; tight employment conditions in
the first six months of the year; trends in consumer finances (lower second-quarter real
income and consumption growth, while the ratio of debt to disposable income remained
high); interest rates dropping by only 100 basis points so far this year; and consumer
confidence remaining flat in the first three quarters of the year).

In the category of small houses (80m2-140m?) the average nominal value was up by
18,6% yly in September, down from a revised year-on-year growth rate of 21,1% in
August. The average value of a small home came to about R779 200 in nominal terms
in September. The real value of a house in this segment was up by 17% yl/y in August,
after rising by 18,6% y/y in July.

Absa House Price Indices (nominal, 2000=100)

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

2008 2009 2010 2008 2009 2010 2008 2009 2010
Jan 3422 3377 3628 | 3794 3750 3832 | 3829 3753 3909
Feb 3429 3346 3784 | 379.6 3728 387.8 | 3842 3740 3940
Mar 3433 3314 3928 | 3795 370.7 3909 | 3846 373.7 3970
Apr 3435 3285 4028 | 3794 368.7 391.7 | 383.8 374.7 39838
May 3438 3265 4066 | 379.6 3669 390.6 | 3826 376.8 3985
Jun 3439 3260 4054 | 380.2 3655 388.2 | 381.3 379.6 3965
Jul 343.6 3266 4016 | 380.9 3649 3857 | 380.3 3825 393.6
Aug 3434 3279 397.0 | 3815 365.2 3834 | 3799 3847 3905
Sep 3431 3298 3912 | 3817 366.6 3817 | 379.7 3859 3874

Oct 3426 333.0 3811 3694 3794 386.3

Nov 341.7 339.0 379.6 3733 3784 387.0

Dec 340.2 349.0 3774 3781 376.9 3884
Average | 3429 3325 393.2 | 380.0 369.8 387.0 | 381.2 380.7 3941
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The average nominal value of medium-sized houses (141m2-220m2) increased by 4,1% y/y in September (a revised growth
rate of 5% y/y was registered in August this year), which brought the price in this category of housing to around R953 600.
Real price growth of 1,4% y/y was recorded in August, down from 1,9% yl/y in July.

In respect of large houses (221m2-400m?) the average nominal value increased by only 0,4% y/y in September (1,5% y/y
recorded in August after revision). The value of a large house came to a level of around R1 411 200 in nominal terms in
September. In real terms the average value of a home in the large segment was down by 1,9% y/y in August, after declining
by 0,8% yly in July this year.

Outlook

In the first nine months of 2010 the average nominal value of middle-segment homes increased by an average of 9,1% vyly,
with real price growth averaging 4,9% yly in the period January to August. Real price growth recorded over this period is
based on an average headline consumer price inflation rate of 4,7% yly in the first eight months of the year.

Based on the abovementioned house price trends up to the third quarter of the year, nominal year-on-year price growth of
about 7% is expected for the full year. Real house price growth for 2010 will be dependent on nominal price trends as well as
average consumer price inflation for the twelve month period.

Absa House Price Indices
Houses of 80m2-400m?2, up to R3,1 million

Category Nominal yly % change Real yly % change
of August September | Year-to-date July August Year-to-date
housing 2010 2010 2010 2010 2010 2010
Small houses (80m2-140m?) 211 18.6 19.2 18.6 17.0 13.8
Medium-sized houses (141m2-220m?2) 5.0 4.1 5.0 1.9 1.4 04
Large houses (221m2-400m?) 1.5 0.4 4.1 -0.8 -1.9 -0.1
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