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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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Lowest house price growth in twelve months

Price growth in the value of middle-segment homes for which Absa approved mortgage
finance (see explanatory notes) continued to slow down up to October this year. The
growth in the weighted average nominal value of small, medium and large houses came
to only 1% year-on-year (yly) in October, bringing the average price of a middle-
segment house to R1 005 800. Revised price growth of 3% yl/y was registered in
September. On a month-on-month basis the average nominal value of middle-segment
homes declined further in October, but the pace of monthly contractions slowed down
somewhat over the past three months.

In real terms the average value of homes in the middle segment of the market was down
by 0,2% yly in September this year (up 1,9% yl/y in August), based on consumer price
inflation tapering off to 3,2% yly in September from 3,5% y/y in August. The September
year-on-year drop in real price levels was the first since November last year, with prices
declining in real terms on a month-on-month basis since May this year.

Trends in house price growth since mid-2010 are related to the base effect of a recovery
in price growth in the second half of last year, while price trends over the past few
months are believed to have been the result of economic developments. These include
factors such as the slow pace of interest rate cuts during the course of the year (a
cumulative reduction of 100 basis points since March), which are not seen as having a
major stimulating effect on the property market, as well as continued job losses up to the
third quarter of the year.

Despite the fact that interest rates are at a 30-year low, consumers’ ability and
willingness to spend and take up credit, including mortgage finance, are affecting the
property market. Consumer confidence was largely unchanged in the first three quarters
of the year, while the level of business confidence was lower in October after rising only
marginally in September.

Absa House Price Indices (nominal, 2000=100)
Small houses Medium-sized houses Large houses
80-140 m? 141-220 m? 221-400 m2
2008 2009 2010 2008 2009 2010 2008 2009 2010
Jan 3420 3379 3628 | 3794 3752 3830 | 3829 3750 3909
Feb 3426 3345 3776 | 3795 3728 3874 | 3842 3736 394.1
Mar 3428 331.0 3918 | 3794 3706 390.2 | 3846 373.2 397.2
Apr 3429 3278 4024 | 379.2 3685 3909 | 3839 3742 3991
May 3432 3257 4063 | 3795 3668 389.8 | 3826 3764 3988
Jun 3434 3255 403.0 | 380.1 3655 3876 | 3813 3793 396.6
Jul 3434 3266 3952 [ 3809 3650 3855 ( 380.3 3823 3932
Aug 3435 3286 3859 [ 3816 3653 384.0 | 379.7 384.6 3899
Sep 343.6 3311 3764 | 3819 366.7 3831 | 3794 3857 3869
Oct 3433 3347 3676 | 3814 3694 3823 | 379.1 386.1 3845
Nov 3425 3405 379.8 3733 378.2 386.8
Dec 340.7 3499 377.6 378.0 376.7 388.3
Average | 3428 3328 3869 | 380.0 3698 3864 | 3811 3805 3931
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The average nominal value of small houses (80m2-140m?2) increased by 9,8% y/y in October 2010, down from a revised
13,7% yly in September, which brought the average price to about R732 200 in October. The average real value of a small
house was up by 10,1% yly in September, after rising by 13,5% y/y in August.

In the segment of medium-sized houses (141m2-220m?) the average nominal value of a home was up by 3,5% yly in
October after increasing by a revised 4,5% yly in September. This brought the price in this category of housing to around
R955 200 in October. Real price growth of 1,2% y/y was recorded in September, down from 1,6% y/y in the preceding month
of August.

In the category of large houses (221m2-400m?) the average nominal price level dropped by 0,4% y/y in October — the first
such decline since June 2009. This year-on-year deflation came after a relatively small price rise of only 0,3% y/y occurred in
September. The average value of a large house was around R1,4 million in nominal terms in October. In real terms the
average price in the large segment was down by 2,8% yl/y in September, after declining by 2% yl/y in August.

The nominal value of middle-segment homes increased by an average of 8,3% yl/y in the period January to October this
year, with real price growth averaging 4,4% yly between January and September. The real price growth is based on an
average headline consumer price inflation rate of 4,5% y/y in the first nine months of the year.

Taking account of house price trends up to October this year, nominal year-on-year price growth of between 7% and 8% can
be expected for the full year. Real house price growth for 2010 is projected at between 2,5% and 3,5%, depending on
nominal price developments as well as average consumer price inflation for the year.

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

Category Nominal yly % change Real yly % change
of September October Year-to-date August September | Year-to-date
housing 2010 2010 2010 2010 2010 2010
Small houses (80m2-140m?) 13.7 9.8 17.1 135 10.1 12.8
Medium-sized houses (141m2-220m?) 4.5 35 4.8 1.6 1.2 04
Large houses (221m2-400m?) 0.3 -04 3.7 20 -2.8 -0.3

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