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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 R3,5
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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House price growth slowing down

Latest trends

House price growth appears to be slowing down again, as was the case earlier this
year. This is based on the latest trends in the Absa house price indices for small,
medium-sized and large homes in the middle-segment of the South African housing
market for which the bank received and approved applications for mortgage finance
(see explanatory notes).

The recent developments with regard to nominal house price growth came against
the backdrop of slowing or declining price trends on a monthly basis in the various
categories of housing over the past few months, which were expected to eventually
lead to a slowdown in year-on-year price growth at a later stage.

Rising headline consumer price inflation, currently at 6% year-on-year (y/y), caused
real house price deflation to continue unabatedly across all three segments of
housing up to October this year. The average real price of middle-segment houses,
calculated at constant 2008 prices, was in October as much as 13,6% below the
peak of August 2007. This was caused by average nominal house price growth
being below the average headline consumer price inflation rate during this period.

Average nominal house prices in the various segments were as follows in
November 2011, with nominal and real price changes presented in the table on the
next page:

e Small homes (80m2-141m?): R709 500

e Medium-sized homes (141m2-220m?2): R1 007 100

e Large homes (221m2-400m?): R1 512 700

Absa House Price Indices (hominal, 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 3423 3652 3793 | 3750 3831 3858 | 373.0 3921 4052
Feb 337.2 3771 379.7| 3727 3872 3856 | 3714 3948 406.9
Mar 3315 389.1 379.8| 3704 3903 386.6| 371.0 397.7 406.9
Apr 326.6 3988 379.8| 368.2 3918 389.2| 3724 3999 4053
May 324.0 4035 380.0| 366.1 3919 393.0| 3752 4006 403.2
Jun 3246 4025 379.7| 3649 3905 397.0| 378.9 3995 402.1
Jul 328.0 397.1 377.7| 364.8 388.7 400.3| 3829 3972 4029
Aug 332.7 3900 3734 | 365.6 3873 4022 | 386.2 3950 4052
Sep 3374 3838 367.9| 367.5 386.8 403.0| 388.2 3943 4084
Oct 3421 3800 3618 | 370.6 386.7 403.2| 389.0 3956 4118
Nov 3475 3785 356.2 | 3744 386.7 403.1| 3894 3984 4153

Dec 355.0 378.6 3786 3864 390.3 4021
Average | 335.7 3870 3741 | 3699 388.1 3954 | 380.7 397.3 406.7
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Outlook

The South African economy recorded real annualised growth of 1,4% in the 3" quarter of 2011, after growing
by 1,3% in the 2" quarter and 4,5% in the 1* quarter of the year. Real growth of around 3% is expected for
the full year, forecast to rise only marginally in 2012 against the background of the outlook for the global
economy. A poorly performing European as well as US economy will adversely affect South Africa’s exports to
these regions, influencing domestic production, employment and household finances.

Headline consumer price inflation (CPI) is forecast to marginally breach the 6% level by year-end and for part
of 2012, driven by rising food prices, transport costs and property running costs. Despite headline CPI
expected to be above the upper limit of the inflation target range of 3%-6% in 2012, interest rates are
projected to remain low for most of next year in view of global economic trends and the possible impact of
these developments on the domestic economy over the next twelve months.

Nominal house price growth of around 2% is forecast for the full year of 2011, with price growth expected to
remain relatively low in 2012. Against the background of economic developments during the course of next
year, the short- to medium-term performance of the residential property market and demand for mortgage
finance will be driven by the state of consumer finances and credit records, as well as trends with regard to
consumer confidence. In real terms, i.e. after adjustment for the effect of inflation, house prices are set to
decline further towards the end of the year and into next year, based on average nominal price growth
expected to be below the average headline consumer price inflation rate during this period.

Absa House Price Indices
Houses of 80m2-400m?2, up to R3,5 million

Category Nominal yly % change Real yly % change
of October November | Year-to-date | September October Year-to-date
housing 2011 2011 2011 2011 2011 2011
Small houses (80m2-140m?) -4.8 -5.9 -35 -9.3 -10.2 -7.7
Medium-sized houses (141m2-220m?) 4.3 4.2 -1.8 -14 -1.7 -3.1
Large houses (221m2-400m2) 41 42 -25 -2.0 -1.8 -2.3

House Price Trends
Houses of 80-400m2, up to R3,5 million
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Absa House Price Indices
Nominal y/y % change
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