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Key themes: 
• Market volumes may have peaked, but still running above pre-pandemic levels (Figure 4). 

• The affordable market has shown the strongest relative recovery in activity 
following a more pronounced decline in 2020, due to the harsher impact of the 
pandemic on lower-income households. 

• In middle priced segments, buying activity remains strong, but growth is 
moderating. Activity is supported by lower interest rates, credit availability and 
pandemic-induced changes in housing needs. 

• Current buying activity is largely driven by demand recovery in the affluent markets, 
stoked by good pricing (value for money following significant price declines in recent 
years), the low interest rate environment, and the work from home (WFH) trend. 

• Despite slowing volume growth, the value of mortgage extensions continues to trend 
higher. This reflects a shift towards higher-priced and larger properties. In 2021, the value 
of outstanding mortgage advances grew by 6.3% compared to 2020, the fastest pace 
since 2008.

• Data shows that in the first nine months of 2021, the average mortgage size approved 
was approximately 16% higher and the average property size approximately 6% bigger, 
compared to the same period in 2019. 

• Interest rates are set to increase by at least an additional 100bps this year, on the back of 
rising inflationary pressures and less accommodative global monetary policy conditions. 
While this may have a cooling effect on market volumes (and eventually price growth), it is 
important to distinguish that the current wave of buying activity is predominantly driven 
by buyers who are less sensitive to interest rate hikes.

• The stagnant labour market, combined with rising interest rates, suggests a less 
supportive medium-term environment for home buying activity. However, factors such 
as the ongoing shifts in housing needs, relatively ample credit and higher incomes could 
mitigate the impact. 

Annual house price growth marginally up in January

The FNB House Price Index growth moved marginally higher in January, to  3.6%y/y, from 3.5% 
in December 2021. Despite slower growth in demand, price growth appears to have stabilised 
in the last three months, likely due to the receding supply of properties on the market for sale. 
The supply index, derived from the Property Valuers database, has trended lower in the last 
three months and dipped marginally into negative territory in January (Figure 2), suggesting 
a mild decline in supply. This aligns with our Estate Agents survey, which shows that a net 
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Figure 1: FNB HPI
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Figure 2: Market Strength indices
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Figure 3: FNB Estate Agents Survey 
4Q21: Market concerns
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majority of surveyed agents are concerned about shrinking supply, predominantly in affluent 
segments (Figure 3). With greater demand for bigger mortgage loans, it is unsurprising that 
support on overall house price growth in recent months has come from a strong recovery in 
the affluent markets, while growth in low-to-middle segments continues to slow (Figure 5 
and Figure 6).  

Outlook 

Global context  
Housing markets in advanced economies received renewed strength during, and in the 
aftermath of, the pandemic shock, buoyed by low interest rates and strong demand for 
housing. By contrast, emerging markets experienced more volatility, and the uptick in prices 
during the pandemic was less pronounced. This reflects key differences in policy responses 
to the crisis and household balance sheets: while advanced economies responded quite 
aggressively to the pandemic crisis, implementing considerable liquidity stimulus, emerging 
markets had limited space, and some had to quickly pare back on stimulus measures with 
a build-up of inflationary pressures (predominantly driven by supply bottlenecks, higher oil 
prices and weaker exchange rates). Furthermore, household balance sheets in emerging 
markets were more severely affected by labour market vulnerabilities, leaving many 
households locked out of the market. In its January 2022 Global Economic Prospects report, 
the World Bank showed that over 60% of households in emerging markets reported income 
losses during the pandemic and most pandemic-related job losses have not been recovered. 

Looking ahead,  we expect demand for property and real house price growth to wane as 
global financial conditions tighten. This could be exacerbated by upward inflationary pressure 
- buoyed by resurgent waves of Covid-19 infections and related supply chain disruptions. 
Steeper hiking cycles, as inflation continues to surprise to the upside, will likely have a bigger 
impact on emerging markets, given the pre-existing labour market vulnerabilities in these 
economies. 

Domestic home buying market 
We expect buying activity to remain relatively supported in the medium term and price 
growth should stabilise at lower levels compared to 2021, at around 3.5%, from 4.2%. Higher 
interest rates will reduce affordability and the attractiveness of homeownership relative 
to renting. However, we think “marginal buyers” have already brought forward their buying 
decisions, taking advantage of ultra-low interest rates. In the medium term, we expect that 
buying activity will predominantly be driven by less interest rate sensitive buyers, largely in 
higher priced brackets. Innovation and heightened competition among lenders should also 
boost activity. A key constraint is the stubbornly weak employment growth, which continues 
to lag the  economic recovery. However, the wage bill has recovered to pre-pandemic levels 
(albeit uneven across skill and income levels). This, combined with still-strong growth in non-
labour income, and rising preference for homeownership (behavioural conditions), should 
counteract the downward pressures on volumes growth and, ultimately, house price growth, 
mainly in middle to higher-priced segments.

• The affordable market: We expect price growth to moderate, relative to the strong 
growth in the prior years, as labour market weaknesses and higher interest rates erode 
affordability. However, innovations in the funding space such as the greater uptake of 
longer duration mortgages (e.g., 360 months payment term) should be a somewhat 
mitigating factor. Furthermore, the inherent property supply deficit should limit 
downward pressure on price growth in the segment.

• Middle priced segments: Buying activity should continue benefiting from the 
accommodative monetary policy conditions, credit availability and the pandemic-
induced changes in housing needs, albeit to a lesser extent. The relatively milder impact 
of job losses and a stronger recovery in wage growth should also be supportive of 
volumes and price stability.

• Affluent markets: buying activity should be supported by good pricing, strong recovery 
in non-labour income and the WFH trend. Supply-side factors should also remain 
supportive of price growth: emigration-related sales have slowed since the recent peak 
in 2019, there is less supply pressure from the construction of new properties, and there 
are fewer properties on the market for sale as some sellers, in response to weaker selling 

Figure 4: Mortgage volumes (4Q21 data 
are preliminary)
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Figure 5: Price growth by sub-segment 
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Figure 6: Price growth by sub-segment
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Figure 7: Expected price growth by  
sub-segment
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conditions, took a wait-and-see approach during the pandemic. Emigration related 
sales may well increase as global travel restrictions are phased out, but it is unlikely that 
volumes will test the 2019 peak.

Domestic rental market 
After troughing at 0.6% y/y in March 2021, rental inflation has been gradually normalising, 
lifting to 1.1% in December 2021. We expect rental inflation to lift to 2.0% on average in 
2022, ending the year at around 2.5%. This gradual normalisation is in line with the ongoing 
recovery in aggregate incomes and household demand, higher interest rates weighing on 
demand for homeownership, as well as improved mobility that might push people closer to 
business districts (for work). However, the pace of the recovery will be constrained by weak 
employment growth and rising cost of living.

Vacancy rates have slowed from pandemic-induced highs but could settle at a new, higher 
equilibrium (Figure 8). While landlords could square higher vacancies against elevated yields 
in some provinces such as Gauteng in the near term, it is reasonable to expect landlords to 
continue reducing portfolios. This is exacerbated by the apparent oversupply, particularly 
in the affluent market, and a conundrum of weak escalations or exposure to delinquencies 
given the elevated cost of living. Nevertheless, the recovery in tourism could partly alleviate 
oversupply in some segments as available stock is diverted from long-term to short-term 
rentals. We also expect the currently muted construction activity to not exert further upward 
pressure on the supply of new stock.

Figure 8: Flat vacancy rate, 
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Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

2001 -1.7 -0.7 -0.4 -0.5  0.7  3.0  5.9  8.6  10.6  11.6  11.8 

2002  11.6  12.0  12.8  13.8  14.2  14.0  13.6  13.1  13.2  13.5  13.8  13.8 

2003  14.0  14.5  15.3  16.2  17.1  18.2  19.3  20.3  21.4  22.9  24.7  27.0 

2004  29.4  31.3  32.4  33.2  33.7  33.9  34.5  35.1  35.3  35.2  35.3  35.4 

2005  34.8  33.8  32.9  31.8  30.7  29.7  28.8  27.9  26.9  25.7  23.9  21.7 

2006  19.9  18.5  17.6  17.3  17.3  17.2  16.9  16.5  15.8  15.1  14.4  14.0 

2007  14.0  14.3  14.9  15.7  16.3  16.6  16.3  15.5  14.5  13.2  12.0  11.0 

2008  9.7  8.0  5.5  2.5 -0.4 -2.9 -4.7 -5.6 -5.8 -5.6 -5.1 -5.1 

2009 -5.0 -5.0 -4.5 -3.8 -2.8 -1.8 -0.7  0.0  0.5  0.9  1.2  2.0 

2010  3.0  3.9  4.6  5.2  5.6  5.5  5.0  4.7  4.5  4.1  3.7  3.1 

2011  2.4  2.1  2.0  2.2  2.5  2.8  3.3  3.6  3.8  3.9  4.1  4.4 

2012  4.7  4.8  4.8  4.7  4.6  4.7  4.9  5.2  5.6  5.7  5.8  5.8 

2013  5.9  6.0  6.1  6.1  6.1  6.3  6.5  6.4  6.3  6.5  7.0  7.7 

2014  8.2  8.3  8.2  8.3  8.4  8.3  8.0  7.8  7.6  7.2  6.8  6.2 

2015  5.8  5.9  6.3  6.5  6.6  6.4  6.3  6.2  6.1  6.2  6.3  6.3 

2016  6.3  6.2  6.1  6.0  5.9  5.8  5.7  5.6  5.4  5.1  4.8  4.8 

2017  4.7  4.6  4.5  4.3  4.2  4.1  4.1  4.2  4.2  4.2  4.0  3.8 

2018  3.5  3.3  3.4  3.5  3.7  3.8  3.9  4.0  4.1  4.2  4.1  4.0 

2019  3.8  3.6  3.4  3.4  3.4  3.5  3.6  3.7  3.8  3.7  3.5  3.0

2020  2.4  1.9  1.4  1.3  1.4  1.7  2.3  2.8  3.2  3.6  3.8  4.1 

2021  4.4  4.7  4.9 5.1 4.9  4.5  4.1 3.7  3.5 3.3 3.4 3.5

2022 3.6

Monthly FNB House Price Index (% y/y)
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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 
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ADDENDUM - NOTES:
 
Note on The FNB House Price Index: 
 
The FNB Repeat Sales House Price Index has been one of our repertoire of national house price indices for some years, and is based on the well-
known Case-Shiller methodology which is used to compile the Standard & Poor’s Case-Shiller Home Price Indices in the United States.  
 
This “repeat sales approach” is based on measuring the rate of change in the prices of individual houses between 2 points in time, based on when 
the individual homes are transacted. This means that each house price in any month’s sample is compared with its own previous transaction value. 
The various price inflation rates of individual homes are then utilized to compile the average price inflation rate of the index over time.  
 
The index is compiled from FNB’s own valuations database, thus based on the residential properties financed by FNB.  
 
We apply certain “filters” and cut-offs to eliminate “outliers” in the data. They main ones are as follows:

• The maximum price cut-off is R15m, and the lower price cut-off is R20 000.
• The top 5% of repeat sales price growth rates, and the bottom 5% of growth rates are excluded fromthe data set.
• Repeat transactions that took place longer than 10 years after the previous transaction on the same home are excluded, as are repeat 

transactions that took place less than 6 months after the previoustransaction on the same home.
• The index is very lightly smoothed using Central Moving Average smoothing technique.

 
Note on the FNB Valuers’ Market Strength Index:  
 
When an FNB valuer values a property, he/she is required to provide a rating of demand as well as supply for property in the specific area. The 
demand and supply rating categories are a simple “good (100)”, “average (50)”, and “weak (0)”. From all of these ratings we compile an aggregate 
demand and an aggregate supply rating, which are expressed on a scale of 0 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 0 to 100 with 50 being the point where supply and demand are equal.


