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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 R2,9
million or less (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 figures
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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2008 saw the lowest house price growth since 1996

House price trends in 2008

According to Absa’s calculations, nominal annual average house price growth in the
middle segment of the market (see explanatory notes) slowed down to below 4% in
2008, which was the lowest price growth recorded since 1996. It was even lower
than the growth rate of about 5% registered in 1999 after interest rates were hiked
to well above 20% the previous year as a result of the contagion effect of the Asian
financial crisis. In real terms, house prices dropped by an average of almost 7% in
the period January to November last year.

In December 2008, nominal year-on-year house price growth in all three categories
of middle-segment housing (small, medium-sized and large houses) dropped further
compared with November, while in real terms, prices were down by almost 10% in
November compared with the same month a year ago.

House price trends by category of housing

In 2008, the average nominal price of middle-segment housing was up by 3,8%,
after rising by 14,5% in 2007. In real terms, house prices in the middle segment was
down by 6,7% in the first eleven months of 2008 compared with the same period in
2007. Real price growth is based on headline consumer price inflation, which
averaged 11,7% year-on-year (y/y) in January-November last year.

Middle-segment house price growth came in at 1,0% y/y in December 2008,
virtually unchanged from a revised growth rate of 0,9% y/y recorded in November.
This brought the average nominal price of a house in this segment of the market to
about R971 300 in December, which was 0,2% up on November. Taking account of
the effect of inflation, house prices in the middle segment of the market was down
by 9,7% yly in November last year, based on a headline CPI inflation rate of 11,8%
yly at the time.

Absa House Price Indices (hominal, 2000=100)

Month Small houses Mediumsized houses Large houses
80-140 n¥ 141-220 n¥? 221-400 n?
2006 2007 2008 | 2006 2007 2008 [ 2006 2007 2008 | 2006 2007 2008

2738 3098 3417|2870 3300 3791|2926 3377 3819|2808 3244 3540
2775 3125 3428 2003 3446 3787 2953 3421 3831 | 2840 3288 3543
2816 3146 3434|2944 3499 3781| 2972 3465 3837 2871 3326 3546
2857 3166 3437 | 2088 3548 3778 2987 3513 3833|2903 3359 348
2802 3189 3439 3033 3594 3780|3003 35%.6 3824|2935 3390 3550
Jun 2019 3218 3435|3075 3637 3788|3025 3621 3814 2966 3421 3549
Jul 2040 3253 3428|3113 3678 3798|3057 3672 3806|295 3452 3549
2059 3201 3419 3147 3717 3810|3101 3713 3802 | 3026 3481 3550
2977 3327 3409 | 3183 3749 3821 3157 3744 3802 3061 3503 3554
2009 3359 3309|3224 3771 3831|3218 3768 3802|3101 3521 3559
3028 3385 3391 3273 3785 3839 3276 3788 3802 | 3146 3533 3566
3064 3403 3387 3330 3792 3842|3329 3805 3801 3195 3539 357.3
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Average | 2914 3247 341.8] 3090 3634 3804| 3084 3621 38L4| 2987 3421 3552
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Nominal price growth in respect of small houses (80m2-140m?) was at a level of 5,3% in 2008, compared with
11,4% in 2007. In real terms, prices in this category of housing dropped by an average of 5,1% yly in the period
January to November last year.

In December 2008, house prices in the small category declined by a nominal 0,5% y/y in November from a still
positive growth rate of 0,2% yly registered in November. The average nominal price of a small house was recorded
at R674 600 in December, which was 0,1% lower than in the preceding month. In real terms the average price of
houses in this category dropped by 10,2% y/y in November last year compared with a year-on-year decline of 9,8%
recorded in October.

The average nominal price of medium-sized houses (141m?2-220m?) increased by 4,7% in 2008, which was
significantly lower than the 17,6% registered in 2007. On average, prices in this category of the middle segment
dropped by a real 5,9% yly in the first eleven months of 2008.

Nominal house price growth of 1,3% y/y was recorded in medium-sized housing in December 2008, slightly down
from a revised growth rate of 1,4% yly in November. The average price of a house in this segment of the market
was about R959 800 in December, which was just 0,1% higher than in November. In real terms, the average price of
medium-sized housing was down by 9,3% y/y in November after a decline of 9,4% y/y was registered in October.

The average nominal price of large houses (221m?2-400m?) showed an increase of 5,3% in 2008 after rising by
17,4% in 2007, while in real terms, prices were down by an average of 5,1% yl/y in January-November last year.

In December 2008, nominal house prices was year-on-year 0,1% lower in the large category of housing (+0,3% yly
in November). The average price of a large house came to a level of about R1 384 600 in December, virtually
unchanged from the preceding month. The average price of large houses was down by a real 10,2% yly in
November (-10,0% y/y in October).

Economic outlook and prospects for the housing market in 2009

Prime and mortgage interest rates are forecast to be cut by a cumulative 300 basis points during the course of 2009
to reach a level of 12,5% by year-end, mainly as a result of declining inflation during this period. Despite
expectations of lower inflation and interest rates, economic conditions are expected to remain depressed for most of
the year. Real economic growth of below 1% is projected for 2009, after estimated growth of around 3,0% in 2008.
Growth in real fixed capital formation is expected to be barely positive this year, while growth in real final
consumption expenditure by households will also be low compared to previous years, resulting from employment
levels expected to come under further pressure and real household disposable income growth projected at only
1,5% in 2009, down from an estimated 2,7% in 2008.

In view of these expectations on the economic front, the outlook for the residential property market in 2009 remains
bleak. Levels of activity are set to stay subdued up to the second half of the year, while prices in the middle segment
of the market may decline by as much as 2,5% in nominal terms this year. A further real decline in house prices of
up to 8% is expected in 2009, based on projected consumer price inflation trends and a drop in nominal prices.

In respect of the various categories of housing (small, medium and large housing in the middle segment, as well as
affordable and luxury housing), activity levels and prices are expected to remain under pressure well into 2009. All
of these categories of housing are forecast to bottom in the second half of the year and to pick up gradually towards
year-end, with levels of activity and prices only to markedly improve from 2010 onwards.

Middle-segment House Prices
Nominal y/y % change Real yly % change
December January- November January-
2008 December 2008 2008 November 2008

Small houses (80m?-140m?) -0.5 53 -10.3 5.1
Medium-sized houses (141m?-220m?) 13 4.7 -9.3 -5.9
Large houses (221m2-400m?) -0.1 5.3 -10.2 -5.1
All houses (80m2-400m?) 1.0 3.8 -9.7 -6.7
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Absa House Price Index (monthly data)

Houses of 80-400m2, up to R2,9 million
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Nominal House Price Growth

Houses of 80-400m2, up to R2,9 million
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