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1, mom;ggon |
Many people see property as a hedgc agamst inflation. It is gemrally accepted that_ '
-thc: parchase of a house is. the Iargest investment ever made- by the average person. B :

) Thxs mvesn:nent is normally hlghly leveraged wnh mortgage bonds of up to 100% B
- 'of the purchase pnce bemg granted by certain banks and ﬁnanmal mstmmons |

_Admlttedly, mdmduai mvestors try to obtam a reallstlc and acceptable retum on
”_thexr mvestments Indmdual mvestors {i.e. home --buyers) make -these Ifypes of
' mvesnnents wnthout an m—depth understandmg of the risk involved, and cf the
retums that can be realized. . ' '

 The aim of this research report is to mvesngatc potennat returns that can be realized |

o sz .1eans of

1. Investmg in certam areas of the res:dennal propexty market in the Greater-
J ohannesburg Metropohtan Area | '
2. Investmg in Property Unit Tmsts |

- 3. Cmnpanng the capltal appreclatlon of these propemes 1o that of the economic

mdlcators as well as to property ugit trusts

Property Investors are often dissatisfied with the return on their jnvestménts because
of their poor decision making capabilities. They suffer fom the inability to amalyze
available ipformation or recognize strengths, weaknesses, opportunities and or . |
threats Sﬁrrbunding the property’ market. Real Estate agents freqﬁently fail"to _

Jdennﬂjr these factors and merefom make decisions based upon mcorrect mformatlon X

analys;ls The failure by mvestors to take the appropnate action is essentially
-bccatwe they -know what they want from an mvestment bt make inaccurate
' assmnptlons because of their inability to read l‘he market and therefore do not

_achleve the ultlmatc objecnves
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V.ry httlr. research has been don- in analyzmg thc mvestment performance n the ..
res:dentlal market in South Afnca Most professxonals actwely involved in. the
| property mdustry eg. Estate Agents Property Insnmnons, Developem =etc tend to
-' '_ rer on crude rulcs of thumb, rather than systemat:c ﬁnanmal analys;s, t_o obtmn o
: _. _ requn'ed forceasts regardmg potentlal property |

2. RESEA] C'HOBJEC‘ : . e o
' The objective of this research was fo. ccllect and analyze data regardmg the
transactlons of propernes pumhascd by mdxv:duals for investment purposes and |
_compare the retums to that of the econo:mc_trends ‘between 1980-1992. 'Ifhe"
- ultimate obj;ectit'e is to.__assesé-the- long térm _-impa;:t and the '_ 'retum o property

investment. . .

.' Access to data for compﬂatmn W5 dlfﬁcult and mereforc restricted the study to the

following : Y

- The consideration of Frcehold residential properties in certain sample areas.

- Research w1th respect to remdentlal property in the Greater Johannesburg

Mel:qpohtan Area. ' _

- Thc-consnderatmn _of White frechold areas were.consider_edz for thls study 50 as to

maximize 'free market policy' principles. " S

_ Ultitaataly', the intention of this stutly’ is to:__obtaiﬁ a better undey standing: of optlmal '
"ﬁaam;ing_._and the t:orrespohdi_ug investment structures for -_ﬁ__lc'ave:age South African

~ prepared to invest in the re_shi_ent_ial 'property- market.

" The impot‘tmce of ﬂlis research is self .explanatory ‘The topic 'affects ‘all individual

investors on a dally basis. The only exclusnom is areas that are at present undes - '

legislative amendment, namely "black tOWIlShIpS 1 _have, therefore, excluded

samples from these ateas from this _rcport,. but they will fbmi__an it_itégral part of |
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. ‘Tesearch prOjeCtS in ﬁlmre studxes as these areas will form the core of '1ow mcome '
- housing ' ina new South Afnca and need to be analyzed with respoct to the pasmon o
they hold w:thm the msxdentxal pmpcrty market

! TA;&

Investment can be defived as the coumunnent of funds toa spec:ﬁc 0pportumty,
 usually involving the pun:hase of a real or ﬁnanmal assets with the expectation of o
| mcreasmg onges wtal funds over time.. The mdmdual must take cerfain factors mto-
account while analyzmg hls opportumtles namcly

~the time penod of the mvestment
- - uncertainty and the nsk mvolved with the investment.

- mﬂatwn over the time penod of the investment.

The *investment decision' process can be outlined as follows : _
1. Identify the + vestors objectives. The investor s only interested. in weaith
maximization given a certain risk. The individual must realize that there is a distinct

difference between investment, speculation, and gambling.

The definition of speculate is, "to assume a business risk in the hopc of gain,
especmlly to buy in expectation of profiting from market ﬂuctuanons The focus of '

speculation is mvanably in short term capital gains, rather than income retun.

Whﬂe invesmrs' that speculate accept a high{risk situation in exchang‘e_- fc_)i- high
expected returns, investors that_gamblc accepts high xisk in exchange for any type

of retum Such returns are usually lucrative but. have no substince nor support ('Iilc .
ivestor simulates his ﬁroposal to that .o.f pl#ji’ng at .a_ roulette table where the
returns are lucrative but :éupport- for the invi:stméﬁt-'is unsubsténtiatéd.) B

2. Investors must consider the _vphic_le of ownéf_'si_l_ip of the investment. Both the

legal and tax implications must be considered. The alternatives of '_purchas'ing'- the :
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 investment under a juristic-' persori or individtilal' peison wﬂ.l have varying
| _ lmphcanens and beneﬁts These need 0 be oonmdered pnor to the pumhase of the

' mvestment

3 Anaiyze the mvestment emmmnent in which the decxsxon is to be made .

'mcludmgﬂlema:ket‘slegalandtaxenv:ronmmts I

4. Forecast the expectee future beneﬁts aml eosts associated w;th the mvesnnent

~ Some mvesnnents mvolve 4 series of ca;. aws ( eg 1f ihe resxdennai unit is rented

: out) whereas others - ‘may involve only a smgle cash inflove ( eg. when the |

- resnde.mal unit is used for personal beﬂcﬁts and resold aﬁer a certain - time

'dumtmn )

5. Apply the investment criteria to compare té expectad benefits and costs. These
' eriteria- illlvolve:'siﬁlple rules of thumb, soplﬁst.‘&eated-'discount cash flow mo&els, and.
| tradmonal valuatmn ‘methods. (These methods will be explained further in this |
report )

6. The final requirement in this process s to accept of reject the iavestment based
on the analysis. - ._ = L :

4. FACTORS INFLUENCING THE RESIDENTIAL PROPERTY MARKET
The .pu'rpose of _perfofhﬁng'e market study is to enable the investor to assese
whether he is i:nurchasiﬁg the ._eofrect type of investment in the eo_l_'rect location in
‘order to maximiie'ﬂ)e potential yield envisaged by him. | | |

' _.The. reeidcnﬁal property market is divided up into many local suimiarkets' that
- function more or less independently of one 'arietlter. These submarkets are

influenced holistically by macro-economic, political and social factors. The reason
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the property market eomprisee of 50 niémy'. small submarketsthatﬁxed propefly
~ cannot be transported from one market to another, and the demand in property
eannot therefore be shifted from an. area of under supply to ai area of over supply
There - are also dnfferert housmg markets wnthm the. same cities demamanng" -
| _dxfferent suburbs and dlfferent pnee oategones Because the property market 1s. -
. _ :umque, one submark..,t may have tremeﬂdous dand whene others ma.y remam.

' -depressed ' ' “

~ The factors that influence the demand 'and su'ppiy' of residential 'property vary '

o considerably from one local market to amther Demand and changes in demand 3

. are a functmn of the fellowmg factors

a4l P()PULATION |
Increase in popuiatxon in the suburb as well as m:granon from other areas,

- increases ﬂle demand for housmg

_ 421NCOMEI WEALTH

| At present expendab[e income of families for housing amounts o 25 % of the
famxiy § grogs ircome (ABSA Mortgage Division, 1993). Therefore people are
restncted 10 what they can afford to purchase or rent. And yet, wealth appreciation |
received from selling prekusly owned houses allows pe0ple to broaden thBll'

Selecnon an:l allows them greeter scope in more upmarket areas.

- 4,3 CREDIT _
Financial institutions usually ﬁnance between 80-100% of ‘the. hond Thls 1s'
dependant on the looanon of the bouse as well as the credit worthmess of the

potentlal _hOmeowner.

. Puge-5



L The accuracy and Vahdxty of the researeh is t0a large extent dependant on the_
) quality ef mformat:en aceumulated to assess the mvestment Thls mfonnation is -

" obtained hy domg a market study that exammes nanonal trends and specific lecal

eondmons thia affect the mvestment in questmn. me tlus mformanon the risk-of .

| » such an mvestment can be determmed and assessed to see whether the mvestment 1s __ |

- a v:able proposition or not.

"~ By exammmg the macro-economic factors, the purchaser can deduce whether the
| mvesﬁnent will be affeeted by national trends and can forecast the potennal growth
| of the investment. Tlns wﬂl identify the proeess of growth and declme m areas
where proposed mvestment will take place The leeatlon of the res:dentlal propeny |
_1s ef paramount 1mp0rtanee and by Ieekmg at the demogmplnc trends, mlgratwu
trends, and demand and. supply of residential property in the area, the investor can

~ assess Ins potennal mvestmant oppertumtles The land use patterns m the unmedlatc _

vicinity of this petennal investment must be researched in order to obtain a clear
: -mdlcat_mn of the town planning forecasts envisaged by the T_own Council of the
wea B S
. Demand for reeidential- dwellings in'arl area can be defermined"by 'analyziﬁg 'rents,'
“sales volumes and tumwers, as well as consumer preferences and propeny prices.
The potentlal supply of residential dwelhngs can be determmed by .esearch mto"
avallable wvacant propemes, a8 well as by determlmug unlet and vacant units in the o
immediate area, | .

The location of the investment miust be researched thoroughly as it is entmal in-
detemnnmg the e)ustmg ne1ghbourhood levels as well as ln forecastmg the demand' '
for future purchases of remdentlﬂl dwellmgs in the area. The Imntatwns and .
restrictions of the- exlstmg nenghbourhood must be taken into aecount pnor to
further mvestlgatlons (le WIH there be rezoning of exlsung jand or expropnatlon
'etc . _ | . _ | | _

The essence behind this approach for the investor is that & superior __ini_restment will

seli itself, By' identifying the _waxit and needs of homeewnem as :wel_l. as '_p'ercei\'fed'-3
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demand by future mvestors the mvestor wﬂl have a compentm. edge over cxlstmg'f .'

| competmon . _ _ T |
 44RENTAL | o |

| ._ Submarkets dmnand spemﬁc standards, ﬁ-om the nght mcome and status in snc:eq;

 to location.. The more sought after a suburb is to lwe-ln, the lugher the rentals

- relatwe to the m.lghbourmg suburbs. Rental is therefore not. only mﬂucnced by'

funcnonal utitity but also by hierachial needs in society. (the aSplratlon ta show' o

: acmevement& J suecess within soclety.)_ _

R Mcmmsncs OF THE gp;s_mm Pkoggnﬂ 'MARKET K
~ There are ceftain mn.m economic envuonmental factors that needs {0 be addressed |
prior to evaiuatlon of the property. | |
5.1 MICRO-ECOVOMIC ENVIRONMENT
i is almost unpossxhle to draw up an exhausuve hst of all the factors that. wi‘ll
| influence the value of the p_ropc_rty. Here are the most pertment features of the
- pmperty that need to be addressed prior to proceedmg with mvestlgutmns as fo the
- financial viability of the investment.

5.1.1 SIZE AND FORM OF THE PROPERTY __
Often the swe and shape of the property is of cardmal importance to the purchaser |
as it .can-havc a tremendous impact on _the resale vahie of the property. The investor .
must. -také into account alt potcntial utility Irregular shapes and sizes of the property
could limit the potentlal of the property and therefore restrict the expectatlons of the '
investor. _
5.1.3TOPOG' PHY
Dependant on what the investor has earmarked the property for, the slopc and
surface of the property is of fundamental importance. View and privacy form an
i:itegral part of more affluent areas én_d iﬁvestors are therefore prepared to pay"ﬂlc |
additional consﬁucﬁon costs for d‘evel_opments on steep'-sloping ércas; '_l"opog'réphy.

can also have an important influence on stormwater drainage and soil erosion. The
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| 'PUSSlblhty of areas bemg fiooded must be takcn mto wmldemuon whcn assessmg
-thepotenttalofthepmpem; ' e

. 5.1 3 smL AND SUBSURFACE cormmous o

. The mvestor must make the necessary mvestlganons to assure hlmself that the so;l e

condlnons underfoot are sansfac‘tory and that no damage such as settlemem (due to o

- ciay condmons) occurs m the future

5.1 4 SERVICES _ o
If the pmperty is not total]y servmed ie. Water, sewers, electncxty efe. th.e investor -

o must take this mto account when cvaluatmg the propcrty

5 L5 MROVEMENTS

The funcﬂonal ci‘ﬁcrcncy of these mprovcmems must be consndeteﬁ in detali -

E narnely | |

 — The quahty of the construction (matenal and labour that is used to construct the
wellmg)

. The measufe of the semceabxhty for the existing or proposed use of the
dwelling. That is, how functlonal the house is compared to a new house Possxble
upgrading _and extensions must be taken into account where necessary to create_ a

justiﬁablé economic product. . | | )

- Appearance of the dwellmg. ‘This must be l"aken mto account when determinmg

' fumnonal uulny '

.5. .6 LOCATION

Thc location § is subject to the relanons}ups extcmal to the property Locanon wﬂl o

_ detenmne Whether there is a demand for the property There are two aspects that

- need to be considered regardmg locatmn

: pagc-s .




The ﬁrst aspect 1s that of the convemenee network ie. how close is the property to - |

| convenience stores, schools, umvemmes, hosp:tals, arter'al roads and hlghWays : )

_The second aspect is the exposure or status of the property relauve to other o
_ propertms in the wcxmty Thls also sets the status of suburbs in met:opohtan areas

i apart from others Most urban areas have numerous ellte remdentlal areas These

resndentlal areas usually have high aesthetle qua11t1es, and i in addltlon the address is

-v1eWed with a consrderable degre;. ot’ social approval People are usually prepared '
te pay more to live in more afﬂuent areas so as to obtain the status that goes wnth |
._ the . _ _ AR

5.1.7 INSTITUTIONAL ATTRIBUTES OF THE PROPERTIES
There are ce—tam legai restncnons that the home owner must abide with. In the
._ interest of the general pubhc the local authonnes have restricted ownershlp of all
propertles regardmg taxamh and township control. The mvestor must. make the"' |
necessary- investigations to assure himself that the rates and taxes, township
: estabhshment and land use restncuons earmarked for the property are in aeeordance.

wnth the toWn plannmg scheme earmarked for the area.

6. RESIDENTIAL PROPERTY AS AN INVEST |

Resldennai property has several attnbutes which make it a umque mvesnnent asset
-Rentis a pnonw payment in law, therefore prowded that the investor rents the
' property and provided that there is a lugh occupaney level, the remal meome

ensures a. f‘ahhf'ow to oftset all or some part of the mvestment expenses

= Resioenﬁal_ property has. utlhty to fhe' owner if he decides 'to occupy the
 investment. The. oWner has the oppo'rtunity of niaking' -fprther “investmenis or

;mpmvements to h;s property It he mlproves hls mvestment thh alteratlons and- '

: extensmns, he shouid recOVer thls additional mvestment as value is added to the
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origmal mvestment (Note the law of omumshmg returns apply as ﬂrere is a lumt.
' to the mze and . value that’ certam suburban areas w:ll support Thereafter for any_' '
_addrtronal unprovements, the resale value of the mvestmeot would not reﬂcct'

' a,ddztronal__lmprov_ements added to the investment.)

- fI'h:f?rc Ii's a li'mit'et.fl. suppiy"of 'virgirr land .iu established areas therefore one rnight o

'_--sxpec.t capital appreclatlon to gmw in line w:th real Gross Domestlc Product '

: 1gnormg all other short term mﬂucncmg factors

. Property is rmmovable in nature and therefore has stable value, and is v1ewed. as
good collateral by financial institutions. This has encouraged- ﬁnancml institutions to
offer ﬁnar mg of 80 % and up to 100% (in certain instances) of the market value of
the propert-_‘, at reasonable mtetest rates. The potentlal investor is thus offered an
investment opportumty that is highly geared and on]y seeured by the property value |
| it supports on the open miarket,

For individual invostors, gnven tie above mentloued charactenstlcs, property is one

rovcstment that is utilized as an mvestment agamst mﬂauon, assurning the mvestor' |
purchases the property for an extended period of time. He may offset ﬁnance'
charges against rental income received, for tax purposes. The rnajor part of interest
rates in an inflationary -society. is compensation for loss of capital value. The
investor is esst:ntially converting the taxable rental income he receives into non

taxable capital gains.

7. INVESTMENT OPPORTUNITIES IN PROPERTY
Tndividual investors are financially not as competitive in the property market as

laiﬂ'ge institutions and can essentially achieve exposure to the pr‘operty market in one

of two wztys, _Dircct Investment and Property Uo_i"t Trus_ts. :




. 1 DIR.ECT NVESTMENT o
' (E:ther as an mdmdual mvestor or through a Property Syndrcat:on)
| The main advanlages of usmg this vehicle of mvestment are:.

| '_ - advantages of lower management oosts

- tangable 1nvestment

- greater control over oho1ce and locanon of property

. _'I'he mam dlsadvantages ofusmg this vehicle of mvesiment are - _
- The mdmduals Smail capltal base means that drversrﬁcatron is not always'

E posmble

- active management of the prope. .ts required n

_ -~the investment is indivisible

7.2 PROPERTY UNIT TRUSTS
The second vehicle of mvestment is by means of mvestmg in property wnit. trusts,
“This will be expla_med_late: in the report.

8. RETURN ON INVESTMENT IN_THE RESIDENTIAL PROPERTY
- The retum on the inveshnent usually comprises of the - rentil aecmed over a certain -
time period as well as the capital growth of the mvestment Together, it is usually
expre.-ssed as an annual oompound rate in percentage terms

Therefore _ _ _
 Return on Investment (ROI) is broken down into the followmg components

| ) Capitﬂi Gain /Loss
'_Tlus is the change in value of the mvestmem asset over time. The fuli extent of the -

cap1tal gam/loss wrll only be realized upon termmatlon of the mvestment when the
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~ price différence:bet'wge:i'_the original buying pﬁcc_ﬁand‘_ final selling price can be
emined, . | o . o

| -'{ncome Retum (Rental) o
 Thisi is accrued over the penod of nme when the mvestmcnt was 1:ented out 0 a
“tenant or to xhe investor himself. ' .

~ The computation for retm on the mvcsnnent over 4 smgle time penod (usually one :

“year) i3 determined a_s foliows :

o R -F-P;" |
_'P:-l_ o

: thre

Y, '_ = Yield rewm in nme penod ¢
Pt-l = Pnce at the begmnmg of time perlod t
P, = Pnce_at thc end of time perio_d t
C, % Net Rental in time .p.'criod t
(Where Net Rentai Incomé-Operahng and Owning Costs)
There are several approaches to detem.mnmg multiple _r_et_u_rn permds, naniel‘y' :

- 1.The calculation of g_eom‘et_ﬁc ar arithmetic average of returns in each time period.

OR | | |
2. The calculation of an 'interiial rate of return' (IRR). The IRR is the percentage
return which summarizes al cash flows over the Iife of the investment. The IRR is

the equivalent steady return on 2 lump sum iBvestment which results in the same

-accrued wealih over a period of tnne The dxsadvantage of usmg ‘the IRR method is .
that a finite nme duratxon must be detemlmed to realize the henef' ts, Whereas the
_geometnc -or anthmcnc-average of returns method is more suited to pngomg :

| investments, For the purpose of this re_SearCh the geometric average of returns will

be used to analyze investments in the residential market.
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' hedge agamst mﬂatlon, coneludmg that due to mcomplete research and nalvely |
'rcgardmg lmexpeeted mﬂatlcn rates, the measute of expectatlons on’ such
-mvestments prevented more favourable retums In ‘addition, they stated that '

' lgnorance of investors in the property market as well as inadequate mfcrmatmn.
resulted in pocrly concewed and subsequently below expectanon mvestments |

9.1 TYPES OF RISK |
'There are several SOLHCES of nsk that are asscclated with resxdennal real estate :

- mamely :

BIIBUSINESSRISK _

i -~ This type of rlsk is. affected directly by the econoray of the country, If there is a
downm_m in the eeonomy_-there s_s a decrease in the demand for real estate; Business
risk is also coupled with _._’.cperating tisk’ as labour strikes, gdvernnient: regulations,
increases in the petrel price all have a direct influence on the demand for reat estate.
This risk is unavoidable as it has an influeiice on the entire real estate market and R
' cannct be reduced by diversiﬁcation This risk- stems from the fact that there are
other economy wide perlls which threaten all businesses and cannot be avmded (An.
' example of this in South Afnca would be the mplementanon of the ‘State of
‘Emergency' in the mid 1980's as it is beyond the control of the mvestor to avmd o
this additional risk. ) |

9.1.2 FINANCIAL RISK _

If an investor decides to use. debt to finance his mvestment he WOuId have an
~ obligation to pay the. mterest as well as the prmcnple amount ‘Fhis. wnll change the
position of the i mcommg cash flows and therefore i increases the risk assoc:ated w1th

 the future benefits. The more the debt used by the investor the greater the nsk of |

mcreased payments and even default on payments, As the percentage of debt tc. '

' eqmty mcreases ) docs the uncertamty about the ability 1o pay.
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- _9.13LEGALRISK o
The pmperty is protected by the nghts pmmu‘lgated by Govcmment “such as'
' zomng, 1and use controls, usuty- ceilmgs, taxes and additional rules and regulatmns'

- that affect the nskmess of ﬂ:le mvestment

$.1.4 INFLATION RISK o o _
| _' Inﬂanon, is in cssence nse m ali pnces Inflation m recents years has dramancally
 affected the environment in which decisions are made. Inflation is usually built into. - -

- any long term investment, but still poses a siguificant risk to the investor.

915 SPECIFICRISK(UNIQUERISK) |
Unique risk can effectively be eliminated to a certain’ extem: by dlversnﬁcaﬁon as
~ real estate has umque chamctensncs bec:ause of its fixed locations. 'I‘he location will
therefore have a great mﬂuence on the investment. Investors can dwcrs1fy this nsk
oy mvestmg m rfumemus properties across the spectmm ie. from mdustnal 10
| residential ptopemes, but their capltal resources restrict them to a limited selection.
“The investor, 1t‘ he so wishes, can mvest ina portfoho of propertles By domg this, |

he can reduce the risk of his mvestment

9.1.6 RISK AND THE REQUIRED RATE OF RETURN

Thc property speculator shcruld enisure that at all times he makes a good constmcuve

decision when mvemtmg based on an in-depth research and his sound judgement. A '
| good dems:on is one that contributes to bis net wealth taking the least amount of

- risk, wherever possible The investor would rather invest hxs money on a ‘sure .

mvcstmem and obtain a sure return rather than mvestmg in a higher nsk znveshnent

- Wlth the pos_sxbnl_xty_ of nut rece;lvmg an_y returm. The investor would be exercising -

'risk aversion'. Upon investigations of financial institutions’ as well as individual

investors, evidence has shbwn. that people are indeéd_-risk averse, However,

) .-invest_ors_ do accept certain risk provided that it_ cannot be avoided and-provided that

. Page-ij'- .




_thore are incentives for taking that risk T‘ie investor needs to assess what rate. of

~ return he wishes to achle.ve, gwen the risk. 'I‘he greater the risk the h1gher the raxe o

. of remm the mvestor uses to determine the value of thc mvastment. -

- To determine the rate of return the investor requires, he _mu_stconsider the following - |

3 _faétors__: '

~ LIf the benefits are guaranneed the correspondmg tate of retum is called the nsk_ '
free ate'. ' |

2.The reqxﬁi-ed rate of refurn increases as the ooa\roidable risk increases. Therefore
a premrum is-added fo the rlsk free rate to compensate for the mcreasod nsk mk‘en_ N
| by the mvestor The resultmg rate of retum is known as the 'risk adjusted rate o

3. Another element of risk return rélatiooship is inflation oxpetiaﬁons;- o

The relanonslup between the level of risk and the requlrcd raie of retum can be
expressed as follows | '

1-—=1,‘;- +-p +

Where :
i= roqulrer.l rate -of return
i; = risk free rate
p = premlum for risk

i, = the premium for inflation expectation

The investor must take note that a remdent:al propeny in one suburb has a dlfferent .
risk premxum toa rc51de11tlal propert}r in another suburb. Residential propertles are
* not homogeneous as they differ in Iocatxon, acsthotlcs, status, .acoess- and ‘many -

more foctom. Every property has its own rate. The investor therefore needs to
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determme what vaIue he antlelpates from }ns mvesnnent given ihe requlred rate of |
return expected from the property and make a dems:on as to the wabihty of the

Il'lVCStlIlBl‘lt

The main advantage of usmg the rate of retum' techmque lS that 1t 1s mmple o o

~apply and 1s easily and - widely understood An mvestor can analyze nskfretum _

relat:onshlps for numerous proposztlons and can determmc -Whlch lnvestments would

. be appropriate for him gwen his restncted capital base as. well as the risks

encountered mth each mvestment

10. METHODS OF PROPERTY EVALUATIO |
Unhke most financial asscis, analysis of property investment lacks the benefit of a |
coritinuous - titne senes of hls:oncal prices, created by the connnuous process
.through wlnch ﬁnam:lal assets are bought and sold A number of mstxtutlons have
~ been questloned as'to the valuation techniques on which their property investment
decisions have been based. The following techniques are utilised :

© 10.1 MARKET COMPARISON APPROACH |
The value of the properties is 'bas_'ed ona COmoarison of the property in: question
with similar properties in the immediate area which have been sold in recent times.

The following points must by applied :

1, identifji 'tBCentIy'so'l'd properties for which pertinent data is available in the
| market. |
2. Determme whether these properties are cornparable according to financial terms, .-
motivating forces and authentlclty
3. Compare these attributeés belonging fo each ‘of the properties to the subject
property w1th regards to time, location, physncal cha:actensucs, conditions of sale,

and tmancmg
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4. Analyzethc dissimilarities between the comparable properties and the subject

5. Estimate the market value of the subject property from this analysis.

This technique is basod on the -assuﬁaption. that the investor ﬁlimay no moré fora

property than what he would have to pay for any property in the area. For thls
bechmque to be accurate the markct in the xmmad:atc area muist be active in order tu' '

| obtam the necessary and accurate mformatmn reqmred to determne the potential

value Of heproperty

102 COS’I' APPROACH -
| i. Estlmate the land value (Th1$ is usually estimated usmg the comparison'

approach, discussed prevmusly )

2. Estimate the cost of bmldmg the 1mpmvements Thls can be donc by elther
. _est:matmg the rate per ‘square meter of construction or by estimating the cost of
- eracnng all compone'nts relative to the construction.
-3 Estxmate the depreciated amount caused by physical detenorauon, flmcnonal |

obsclescence as well as economic obsolescence. The present day economic chmate

' must aIso be taken inte account as this could affect the value of the property.

4. The ﬂcpreciated costs must now be subtracted from the costs of building the
house m the present economic climate. | |

5. Add the land value estlmated in step 1 to arrive at the value of the .,Just_ng

N resndennal dwellmg

10.3 INCOME APPROACH

| Debermrmng the value of a property vsing this method is done as follows

1. Estimate the potcntlal gross income of the property.
2, Based on exlstmg vacancies and bad debt in the surroundmg area, dedl.ct

allowances for these factors to denve the effectlve gross m..ome
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3. Estimate ami deduct runmng expenses and mamtcnancc costs o denve the. net

opemnng income. ;. . :
4. Estimate the Icngth of mne and the pattcm of the mcome stream (1e renml),_ -

s 'mcludmgescalanon

5. Esmnate the change in property value over ﬁle antncnpated OWﬁel'Shlp penocl.
6. Determiie the appropsi ~ _ate at which to discount the income stream 1o present

v D
7. Sellect the meﬂmd to conven the expected mcnme stream info a vaiue estlmatc
- The def'uutlon of value is expressed in the followmg equanon '

n NOIi, =~ NSp,
=3 =+ ==
o _ = 1+k - (14K
-V = yalue'

- NOL = c:xpected _dperatihg_ incumeinycar t

.. NSP = pet sale price of mvestment at the end of
- the holdmg periodn. '
k reqmred rate of return.
R = cxpectcd holdmg period. R
_To s:mpllfy the equat:on. the re%rsmn cxaectatlon is often bmlt into an overall'.

capltahzatmn rate resultmg m th.. basnc income approac.h calculatmn

N NOI

V. = X
Where: o
-V =  value._ _

NOI- = expccted operating income. | |
R overall capltahzatlon rate, _ _
- There is unfortunatciy limited data avallable regardmg the rental and mmntenancc of.
residential property. =~ '
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- -'10.4 MODERN C(IMPUTER SCHOOL _ o
. ' A mult!ple regressmn analysm is used takmg mto conmderanon all factors that have |
an mﬂuence on the property ' |

 10.5 EXPERMENTAL scnom

Statlstlcal method usmg the Norma] C‘un'e

” .'IOGRULEOF’I'HUMB

-. Investlgatwne mto the use of mumcnpat valuatmns were done to obwm support for B
the research “but tremendous dlfferences were encnuntered between mumcnpal- |

va!ues and values that indmdual propertles were sold for. In addmon mumcxpal -

evaluations are net prdataed from year to year which contnbuted to inaccurate

' ; coI *latlons \

: There is an overwhelmmg majority of msntunons that favour the use of the. Income'
' Appluet:h‘ and other methods simply bemg used to substanﬂate their findmgs The |
: institutions used the ‘fncome . Approach' to value speclfic property markets namely, |
industrial and oommemlal pu‘opemes, but in the residential property market ‘crude -
rules of thumb' and the comparison method have been wsed. A few of the
" institutions ha\re veed the cost appreach to substauuate_ their findings when valuating

the residential marked.
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1L.PR OPERTY-_UNIT._TR'US TS

' Umt trust schemes in property are regulated hy the Unit Trusts Control Act No 54
of 1981 and are managed by a management Company in terms of the. pl'OVlSlOIIS of
that Act. A property umt trust scheme is one in wlnch unit holders buy sharcs in, the :

| 'cumpany, and pamt:lpate in the i mcome from the portt'oho The mvesunent actwmes -

) .are restricted to. mvestment in shares of property owning compames | '.

Propertytmsts are of a closed nature in'the'sense' that after ﬂte. initial issue of units, R
. furmef"issue_s‘ of units are restricted 10 right issues to existing shareholders. The
.._prop.erty trusts tllerefore'_tliffere from other unit tﬁlsts'Which are 'open ended' with |
“demand and mpply'determhﬁng___the volttoae of shares xssued | |

A main attraction regarding unit trusts is the unusual tax structures that are
associated With property unit trusts. Neither the listed property. trust nor its
undeﬂymg property compames pay tax The companies- therefore do not pay tax,
but the unit holders pay tax in thenr own persoual capacity. '

- Property unit trusts thefefore provide a means for investment in prime, well =~
located real estate, without the reqmrement of specmltzed property management
expertlse '

" - The mdwxdual mvestor s risk is diversified as mvestments are in a portfoito of

| properttes rather than ina smgle property
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- The property unit trust prowdes relatlvely low nsk as. the portfollo aeqtm-ed is .
'based on researehed mformatlon, regardmg the merits of these properttes and B
_conﬁrmmg the wabmty of each acqmred property

- The property trusts are preelutled from bormwmg and therefore do ‘not have o
'- .exposure to lngh mterest rates nor potenual forelgn exchange toss due to overseas ‘
borro _ R Lo L _

- Property umt trusts are hsted on the JSE and the mvestment is ﬂlerefore deemed as
a marketable product Imresmrs are thus able to tuy and sell shares a5 required.
'Iftns provides relatwely low risk for the mvestor and therefore retains his hquldlty

The individual inveStor,. ﬁoWever has no'eontrol_ over the cltoicé. of the property |
decisions made by management. The dividend ptilicy is uncertain and the. ivestor is

dependant on the expertise and efficiency of- managemem to produce In addmon, ;
- there are added costs for the managmg and marketmg of these propert:es '

12. RESULTS OF PRIOR RESEARCH DONE IN SOUTH AFRICA AND

| 'I‘HE UNITED STATES. |

Research performed in the United States have indicated that real estate compnses
approxjmately 50 % of the market wealth portfohos (Ibbotson and Fall 1979)

Although real estate has mot received the same accolades as the financial assets,
there ha_tte-heen pumerous investigations tegardmg differeﬁt types of reel estate.
- These ihVeStigaﬁons howetrer do lnot include the tesidential pmpetty tnarket Tn-
South Afrlea very little atlaention has been focused on the rettldenual property
 market. Newlle Berkow:tz & Assoetates, Consultant Property Econonusts have

- .done some research mto the property markets
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_'-I have mcluded certain summansed papers publ:shed by Nevﬂle Berkow:tz and
'Assoc:ates as. they lllustrate the need for further mvestlgatlon mto the Soum
Afncau resndentlal property market ' . .

' R 12 1 ECONOMIC TRENDS AND THE HOUS]NG MARKET;_ o
) (AUGUST 1988, NEVILLE BERKOWITZ & ASSOCIATES '

: '*_CONSULTANT PROPERTY Ecomoms'r)

'The housmg mari'et is dlrectly effected by the economy Res1dent1al properties are

o always sold be it in times of economm growth or tu:r(es of receSSlon There are. '

aliways investors that asses the risks and deolde to- take on mvestmems Im;uortant _
mfonnatlon to .analyze is the volume. of activity of sales &nd developnwm_
throughout the stages of the busmess cycle '

' 12.1.1 BOTTOM OF THE BUSINESS CYCLE RS
In the. oresent South Afncan business cycle, factors contnbutmg to the poss1b1e
. upswing are; low mterest rates eas;rr avanlablhty of mortgage ﬁnam:e, dechne in the
mﬂatlon rate etc. The upsvnng in the busmess cycle has not proceedod as there is
: . very 1ittle confidence in the market to sumulate an economic upswmg |

| '12 1.2 EARLY UPSWING
When the business cycle nnproves beyond the initial stages, employment levels will
rise, salary and wage ingreases witl occur and there wﬂl be adequate food mpphes-

 to feed the masses. An | 1mprovmg eeonomy is the platform to improve the- social

" and polmcal pltfalls
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o .'12.1 3 MATURE UPSWING

Thc demand for housmg increases, and pnces of resxlentlal property start to rlse
Interest rates start mcrcasmg however ﬁnancxal mstlmtlons read:ly oﬂ’er mortgage_ :

'. bonds as conﬁdence is strong.
E _1214NEARTHEPEAK |

_At thls stage of the economlc cycle investors bocome weary of the loommg'
o doWnswmg mthemarket although marketdemand is still strong

| '-12. 5 AFTER THEPEAK

- _Wlthm six. months of the econmmc confidence, pnce mcredses start lewmg dOwn o

| and sceptaclsm is evident. regardmg- economic recovery reaching its peak.

. e

12.1.6 INITIAL DOWN SWING

As the economy cools. off mtcrest rates are snll on the increase although obtalmng"

miortgage facilities are ever more dlfﬁcult I)emand for - res1dent1a1 property
declines although the momentum of house prices mcrease
12.1.7 MATURE DOWNSWING

- As the economy weviens, interest rates remam I:ugh, unemployment increases,

surplus supply of housmg stock increases and lack of confidence remams hlgh _

There are only hlgh *Jsk investors promment in the housmg market, -

ﬂ.l.s BOTTOM OF TIIE CYCLE
- In this phase of the cycle very few investors reap profits the rcmamder count their

losses and wait opm:msncally for the followmg upswmg Most pmperty agents, |
' .develc)pers, contractors as well as financlal institutions sit W1th housmg stock and
shelve. potential investments _1_1n_t11 such time as the markct shows an ups_wmg and -

" demand for residential property increases.




. Few opportumtles are present and must be well researehed well planned and__ o
"correctiy finaneed to. engender a favourable retum In these ttymg tnnes seelmty

o homes and ret:rement wllages have shown dand as well as favourable returns

.'_122 TOP 25 GROWTH AREAS m ’I‘HE HOUSE, APARTMENT AND

| TOWNH.USE MARKET PLACES. (ocmnnn 1988, NEVILLE .
- Bnnxowrrz & ASSOCIATES CONSULTANT PROPERTY ECONOMIST ) o

- Nevﬂle Berkewnz and Assoclates obtamed mformatlon ﬁ'om the Central Stanstlc

Servxces on buxldmgs planned and completed in the 1986!87 pened for 220 local_ o |

authonnes From this data they extracted information in order to identify the top 25
. LocaI Authontxes whmh have been actlvely mvolvcd in upgradmg then‘ remdentlal

market

1220 'I‘OP 25 HOUSING AREAS

TABLE 1. identifies and ranks the mumber of houses buﬂtmeachofﬂlezs top '

focal authontles dunng 1987, Nme of the top 25 local authonues were in 'Black

.Areas and it is expected to contimie for years to come. These top 25 local

authontxes compnse 62%' of the tqtal p_nv_ate _sector house: constmctlon market

 which in 1987 saw 33 061 houses completed with a total square meterage of 4 140

634 sqin costing apprqxijnafely' R1,5 Billion. The size of the nverag'e__l_:muse was

‘approximately 125 sqm costing in the region 6f R45 000 excluding the value of the
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- Jlekoe S I s | 12 ] 378

[settenboses Councll ] 8s7 1755 y
|lcapeTowm =~ 1 7m0 154 | 182
|Pretoria S B 1 1419 | . 836
|Botshabelo. . 603 1238 |
Vosloorus - o : 5417 o108 0 [ 90 -
Verwoerdburg . . | © 509 | 1042.- | 613

Johannesburg - | 47 -} ¢ 961 %46
Roodepoort . 406 | s | 704

- CaPeDmsmna}Cnuncﬂ o 30 | 198 | o
Randburg 1 32 659 349
Pictormarizburg - . | - 298 | 610 - | 50
Kagiso - o296 | em L s
Mameteai . - - | 2w | sz %0
PortElizabeth =~ . | = 278 50 | 555
Milnerton - ) 28 522 345
|paveyon. -~ | 236 | 483 245
|sandton 1 226 464 588
Manguang . . -} . 225 460 - 32
Soweto . 219 . | 449 w5
Akasia - 19 | 401 - 528

" |Brakpan S 193 306 510
Bloemfontein - . 180 370 . 501
Totals - . . o} IOEMIII 20481 - 1 0 ¢ o

ITABLE 1. NUMBER OF HOUSES COMPLETED

12,2.2 TOP 25 APARTMENT AREAS _

TABLE 2. identifies and ranks the number of apartments built in each of the 25 top
local aut_hormes during 1987. Durban once again is dc_)'mmant m all three_remdentlal _
markets. Pretona, however, leads the field in the Apgf&nent ‘developments, e
15.86% of the macket potential. These top 25 local aumo'rities comﬁti‘se 88% of the =
total privafe _sector. apartment construction market whichi in 1987 saw 2'?38
apartments completed with a total square meterage of 316802 sqm costing
appmxunatcly R123 Mllhon The size of the average apartment was appmxmately
116 sqm costing in the region of R45 100 excludlng the value of the _lami. N
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- {Randbarg S -2

eretoria | 198
[Durban. AT IS V5
[Pictermaritiburg, | 821

fPotbchefstroom = - | 635
|Strand - - b 55 | -
- fovong - 499 RS - R R
- |Krugersdorp ] w3
 {CapeTown .~ . 32 [ 1 | . .

{EastLondon =~ o305 | 69 -
|Johannesburg < | 200 | a1 46
Bloemfontein - 207 47 b 78
{Thabong =~ . . 207 a7 -
Germiston- . - | - 194 77 S A
{sandton o 1ss ) a2 129
Diepmeadow | 172 | 3¢9 | -
Alberton S 163 - 37 39
Cwitbank. . | 18 | 31 4
Middelburg, ™ S 133 - - 30 : -
Nelsproit - S 133 b | 18
Vereeniging - ] 133 30 0
| Kuils River 128 2% -
~ |Virginia o S 5 R N -
:CapeDmslunal Counml' 1 119 27 60 -

TABLE 2. NUMBER OF APARTMENTS COMPLETED

12.2.3 TOP 25 TOWNHOUSE AREAS |
“TABLE 3. identifies and ranks the mumber of townhonses built in each of the 25 top
local authoriﬁés during 1987. Durban and Pretoria once again are promiﬂent These
top 25 jocal . suthorities compnse 83% of the total pnvatc scctor _townhouse
- comstruction maricet whu:h in 1987 saw 3879 townhouses completcd with a total
-square-meterage of 447 211 sqm mstmg approxlmately R 162 Mlllmn The size of
the average townhouse was appm:mnately 115 sqm costmg in the regmn of R41 800 |
- excludmg the value of the land
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Loeal Authori ty %fqrwsv TR ] 1986 ]

|Dutban S B 18.53 R - R 432
Pretoria = _ | 2 P/ R S
Bloemfontein-  ~ - ! 1056 - | - 33 | 210
[Johannesburg o p. ss w0 so |
{sandton =~ | .s45 (15 [ 43
{Milgerton = s3 | A | 155
Pictermarittburg. = . | 529 | 10 {6
icapeTown | 43 | 154 | 2
iBellville .. | 385 | . 127 .} . 144
|Maokeng 0P8 . . 318 | 1w | -
[Verwoerdburg - o206 | o
[roubertina, @~ - | . zss
Vanderbijlpack ¢ 2.18
- |Kingbwrg . 1% | |
Randfontein -~ - : 164 3 | o
Roodepoort ~ |  Les s | mBs
Kempfonpark - 62| s2 - 57
. [Steltenboset . - R 7 " S -
Pathiid S e LT
Krugersdorp -~ o 136
|Niger ] 138
- |East London . R | 130
Brakpan. =~ | 128 : :
Rhinl. -~ | 128 4 _ -
- {Parow I R~ 40 '
Totals - - - - o 100000 E ’3211

25848

1

L)

T REE
I

TABLE 3. NUNIBER OF 'I‘OWNHOUSES COMPLETED

© 12.2.4 CONCLUSIONS
'From the above information investors are able to assess the market potential and
make decmmns regardmg SCArce resources of labour, capital, materials, equ1pmcnt

and mauagement expertlse in the mast profitable ways

'_ 'I_‘hgidentiﬁcaﬁon of the histerical_ sj_ipply of space can be used to 'eseess future
demands in'a specific location in a specific residential market' Any new proposed.
deVelopment can be assessed in the llght of hkely competmon and the performance |

of the ma:ket In concludmg mvestors oz developers can obtam a
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'compentwe advanL ge of eompet:tmn regardmg areas that ha‘ve development o :
- :-potennal but llttle actmty '

12, 3 HOUSE PRICES AND THE BUSINESS CYCLES (JULY 1989,, _
NEV]LIJE BERKOWITZ & ASSOCIATES .C()NSUI.,TANT P{ROPERTY

- ECONOMIST)

1231 CONFIDENCEISTHEKEYFACTOR B
i _ "_The pnces of housmg and the demand thereof is dlrectly mfluenr'.ed by ﬂ1e'
conﬁdence levels projected in the market, When there is socm—pohtlcal stability,

" econonnc growth, peace and harmony then the business confidence in the country o

 will increase and so 100 will the growth of the building industry. Confidence is also.
reﬂected m the South Afncan business cycles To generate confidence in the ._
economic future potentxal mvestors generally need an upswmg 111 the ecommy of at
least 18 months to support mvesiment W1thm the country The reason for this is that
mv_estors need to take certain nsks when investing in the market and they need to
dssure themselves that they are only exposed w© the unavoidable risks of the venture '

'12.3.2 FUTURE BUSINESS CYCLES o |
The South African business cycle is changing and with that the residential property
pnces Prior to our forelgn debt problems expenenced since the beginning of 1985,
S.A had average busmess cycles once every four years, with appmxtmately 30
| months of upswing and 20 months-of downswing.

| Neville Berkownz and Assocxates do not foresee any dramatlc nnpmvement or
declme in the conﬁdence levels |

The underlying effect of this stagnation with very ‘gradual growth is that the
economy fieeds & substantial growth path to eogender confidence in the future of

' South Africa and allow average housing prices to move strongly upwardsIf the




-opposxtc scepario is reahzed ie.a lengthy downswmg coupled with the lack of

L _ _husmess confidence, there will be & dramatic decline m prmes for res:ldennal

'i‘he future of the pmpcrty market wﬂl be dependant on the outcome af the socm-' .
: polmcal and economlc proposals put forward at the CODESA talks

12.4 DEMAND ANALYSIS OF RESD)ENTIAL AREAS WITHIN THE .

;GREATER JOHANNESBURG REGION (JUNE 92, NEV]LLE BERKOWITZ h }
: & ASSOCIATES CONSULTANT PROPERTY ECONONHST ) | |

| The resndentml market is on the verge of an upswmg Interest rates have. been_ _
droppmg for the past year and the ecanomlc recession seems to have bottomed out.
| : '{herearecertamareas ofhlgh demand butthcsc mustbecouplad to thecun'ent. '

state of the busmess confidence, that ls sadly lackmg at the mcment. : o

~ Neville Berkowitz and Associates hﬁve conducted market xeseamh in CDnjunction _
w1th three main Estate Agency Gmups to determine where demard is encountcred'
in the Greater Iohanncsburg reglon and ‘what price levels these areas support. From |

~ the research they ‘could deduce which areas would be in great demand when -

' busmess conﬁdence and the South African economy lmprove

_The. survey covers selected areas. wnhm the Johannesburg, Bedfordvxew, Randburg, -
_ Edenvale and Roodepaort Mumclpahnes

* The results of the -sainple areas where as follows :
12 4. 1 AFFORDABII.J‘I‘Y

Aﬁordab:hty remams top of thc pnonty list supporting res:dentlal propemes, The
survey mdzcated that the RSOO {)00 home pnce brackel was in greatest demand
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12, 42DEMAND FORH‘)USES

- J OHANNFSBURG

From the 36 areas surveyed in the Johannesburg regmn 22 show a demand '
preference for houses under the R400 GO0 pnce bracket There are excepﬁons ie. |
Dunkeld Houghton, L-nksfield Westchff Saxonwold Senderweod Si. Andrews".
“aat support pnees in the R750 000 pfus Iange A dlstmct characteristlc of these
" houses Where thelr modern desxgns

o SANDTON

Demand for houses i in Sandton rauged from R150 000 to R4G0 000 in the majonty
 of the suburbs ‘In exceptlonal cases xe Atholi, Benm\'.\re-- I]Iovo, Inanda,
Morningside and Sandhurst there ls support for the R750 000 plus market. The
| market in. Sandton and Iohannesburg is expetiencing a similar trend thh an
'_ oversupply bemgmevmenee in affiuent areas. |

' RANDBURG . | _
Houses _iﬁ_.the R300 000 -priee' bracket appear o be in great derpand in this region -
* but also seem 1o be in' great undersupply. | | o

 EAST RAND |

' Edenvale and the penphery show demand for houses under RIS(} 000 whereas in
Marais Steyn Park and Klopper Park the strengest demand is for houses under the
- R100 000 price bracket

"HousesdemandedmtheWestRandaremtheRlOOOOOtoRZSOOﬁOpnee_

bracket. The demand for townhouses in the northers 'suburbs of Sandton and -

' Randburg is strong as the factors that mﬂuence the demand are secuntv

convemence an.d somal status, Cluster hL‘.lses have mcteased in popﬂanty over-the L
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past few Yeats 8§ they offer the con::ept of a secure envwonmcnt in a parkhke-' '

seﬂ:mg Convenience of mxmmaz mamtexmnce to gardcns a5 well as excellent '

scctmty sysnems have attracted many afﬂuent people to sell 1arge stmae.l;F homes and
Jm'chase upmaﬂcet Cluster houses

- Apartmems have also mcreased in populanty especnally in the more afﬂuent areas.

and can be secured for as httle o RIOO 000. Affordability and Iocatmn are usually o L

| B the underiymg factors supporhng the demmd for these apartments

| The ze's'idential maket is still showing -signsf-of demand in the affordable piice |
: _brackets As the interest rates declme largu segments of the home buytng marlcet

_lcan afford purchase in more expensive pnoe categones as these houses come in

.. reach of the lower i mcome gmups

- Confidence and polltlcal stabﬂlty are still the mlssmg ingredients to see a sizeable
' 'upswmg in the remdcntlal market The remdentml market peaked m ml terims,

durmg 1983 ami has been shdmg e.ver smce. :

123 ‘E‘EE'SIJPPLY'OF..HOMES (AUGUST $2, NEVILLE BERKOWITZ &
ASSOCIATES : CONSULTANT PROPERTY ECONOMIST )

12.5.1 FUTURE OUTLOOK |
Looking at the residential property market fm‘ a holistic point of view, there are
sngns of a falling trend in the supply. Thr.s is dlrectly assoclated w1th the lack of
busmess conﬁdencc and pohtscal mstalnhty 1n the cou:ntry

During the past 6-7 YEars, only the townhouse and cluster hotise markcts. liave_
shown reasOnablc growth. The scrappmg of influx control, mlgratlon of some 500
._ 000 to 1000 000 people to the greater Iohannesburg regxon and the mcreased.
g aecunty hazard have influenced home buyers to purchase more secure homes. There'.

Page-32




hds been a marked decline in demand for free standing properties as wel as large

_unseéﬁn'"-nmpert’ie 'Ihe demands for flats has declihed substantially althoagh =~ . |

- there has been a recent upswmg due to the consrmctmn ofupmaﬂcet apa:ﬁnents as
 secure renrement homcs for more affluent eldcrly pac)ple ' | "
| As mlgranon occurs to the larger utban areas, the demand for restdentlal property

- will mcrease. In the short tem, wcause of the mswunty as We]l as uncertamty B

" _ there has been a reductxon in the supply of houses, ﬂats as well as reasopably priced -

| townhuuses, Howcver in the mtermedlate to Ionger tem, housmg wxll becom |

_ ) scarce and, with the mcrease in the wrban populauon, a sudden mcneasc in demand

- will occur ThlS demand is forecast to be i in the lower housmg categones, bL& will
| -'-m"'m"bly have a. npple e.ffect throughout the housmg market

NUMBER OF HOMES COMPLE'I'ED
g [ . 1986 = 100

'’
9725e%
s

5 ’l l’ I '’
AL,
b

INDEX (maauﬁo}

'FIGURE1. HOUSING MARKET (1980-1992)
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.5 2 COPICLUSION o _ o .
The recess1on in the economy - has bottomed out and is set to enter into an upswmg_
plmse. The interest rates are coming down and are expected to r_eaeh- 15_% -16%.

- -Fmam:lal mstlmuons are eash ﬂush' ancl are eager to aecept mortgage bonds thhm ..
- stable_areas. ngratlon o the larger urban areas are set to increase if polifoal
: -negotlauons slutter and delay Based on the assumptlon that there secnis to bef:
potentlal growth in the ¢conomy in the pext twelve months real earmngs will
mcrease allowmg people greater selecuvxty and buymg power 10 purchase in the
- res:dent:al market ‘The supply of homes is lzkely to be in short supply because of
- tl'le mactlvxty in thlS market over the last few years. Increased home ownersh:p by
all yace. groups in the tradmonal w]nte areaw 'wil further mcrease demand for _.

Based on the percepnon that there will be an economic upswmg late in 1993 and

- talang the above mentioned factors inio account, demand for housmg across the o

board will ve great. However, with confidence missing at present the potential
home buyers are sceptical and will apply a 'weit and see” attitude.

13. RI EAR*I THODOLOGY |
The ob_]ectwe of ﬂns report is to collect and analyze property transactlons of certaln "
 suburbs within the Greater Johannesburg area, and to determine the economic -
potential of the 'residential market relative to general economic indicators The
various data reqmred is identified and procedures used in the analysxs are outlmed m_
thls chapter. '

' 13.1 DETERM]NE BASE YEAR _ |
In order to determme the capltal apprematlon of propemes in each respectlve "

suburb it is nccessary to ‘establish a base from where appreczatwn can be’
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calculated The data accmnulated for this report ranges from 1980 1092. The baseis
_' therefore taken as 1980 and all capital appreclatlon is based relative to the 1980
property va]ues in each respectwe suburb

Careful conmderatlon must be borne in mmd when randomly companng the

- .percentage appreclatron increase between suburbs, as physrcal characteristics, .

-'-_-demographlcs status of the suburbs etc vary from suburb to suburb and respond o |

- d;fferently to polmcal ancl economic occurrences

132 METHODS OF DETERMINING CAPITAL APPRECIATION |
Infonnatron pertammg to rental incomte, mrpmvements and mamtename of
.resrdentlal properues are not avallable for the entire duratron consrdered in this
report, therefore only the actual sales transactlons have been used to detcmlme the

- caprtal apprecianon encounteled in each suburb

For'the research to shiow a true reflection of caoital appreciation, it is necessary 10
establish average market related values for each sample interval in each respective
suburb. The: appreciatlon is therefore determined aceordmg to the movement of

these average market values between 1980 and 1992.

‘The use of municipal valuations were. eonsidered_to support the findings of market
related values, but were distorted and inaccurate as they are not updated on an
annual bams and therefore' cannot be compared to the market vaiues that continually
ad_;ust to acconunodate pohtn.al and economic occurrences The mumcrpal

valuations are therefore omlu‘ed from the scope of this report
13.3 SAMPLING PERIODS

- The scope of this report is to establish the caprtal apprecratlon encountered over the

duration of 1980-1992, To determme an accurate _sample interval for each suburb,
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adequate transactions must takc place. -t6 obtain relatively accurate pfopé'rty values

that can represent each samPle penod for each respcctlve suburb The duration i 1s_ B
2 hroken down mto 26 six momh intervals so as to mcorporate any short term trends_'
| - as well as 2ssess the long term growth trend encountered in each suburb

- A contmual problem encountcred in the more aﬁ‘luent areas is that feWer property_ :

| . tmnsactlons take placc on an apnudl baus and the property - prices. vary

- consldcrably There are several schools nf thought to Jusnfy the reasoning, ranging
- from new dchIOpments in affluent areas that capture the lower max:k:t to emsﬁng'
'res1dents overcapxtahsmg on their mvestments ' ' '

13.4 VALUATION METHOD
- As adequate mfonnatmn regardmg housing rentals operatmg expense:s, renovations
and extensions were unavailable, only actual sales transactwns hava been used to
o detcnmm: the pnce appreclatlon in the property market. _ |
" Bach submarket has 1ts own umque attributes and charactenstlcs tham set it apart

from other areas.

All transacnons over a perwd of t]:urteen years ie. between Jam;aty 1980 to
Decembcr 1992 in each of the tlurteen suburbs were complled and analysed Details -

captured mclude the transat.txon date of sale, the value of the- transat.tlon, the erf o

number and size of the erf

Raw data 'regé:din,g the transactionsexacutéd in the respective areas was obtained
from the Record Of Transfers (Pty) Led. From this data the. followmg transactlans
. have bcen ormtted to obtain. only the transacnons apphcabla to. develol:uqsd rcs1denna1

| propemes
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L Vaeantprbperties o

2 Commerclal propemes L

3. Propertles sold by court order

4, Deceased Estates _
S Propemes sold - on Auctmn _
6. Propemes seldmRelatwes .

The data is captuted into graplnc format to 1]Justrate the n-end of actal I‘ESldelltlal.

* transactions that have materialised between 1980-1992. These graphs will be fmmd N

m the chapter mvestlgatmg the researcll resuits obtamed

'- Although this grouping: process generally desu'oys much ef the ongmal data an
 important advantage is gamed in the long term  growth trend encountered for each

sub_urb.

The data is then arranged accordmg to aseendmg order of transaetlons by date. The |

_' data is then: grouped into six month sample mtervals

Each sam;;le pened is analysed to dehermme the followmg

. The number of transactlon concluded

- The-average transacnon pnce.

- - The maximum: Mnsaction price

- The minimum transactmn pri:e

- -The standard deviation.
- The total value of all transactmns concluded _ _
~ This data.is compared to thc, Inﬂauen rate, the- Bmldmg Indlmes and Business

Conﬁdenee levels to dﬂ&; rine the correlat:on, market ﬂuctuatmn and trends in the -

market.
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13.5 STATISTICAL ANALYS]S o _

Thls secnon explams the statlsncal analyszs used on each suburb for the duratmn -

o 1980 1992 To detenmne the long term trcnds of housmg pnces m each suburb, a.-

) time sene.s analys:s is performed to estabhsh any long term patterns and trends that '.
~ have occurred during the thirteen year penod -

- 1351SAMPLEAVERAGES _
" For the research to be successful it is nnperatwe to detenmne an average housmg'

value' for each sample penod ‘a8 the appreciation in each suburb is based on the

o relatlve movement of the average housmg value durmg the thirteen year penod

Thcrefore, the average housing value detemlmed is the medlan for each sample _
| 'i_pc:nod where the medxan is the: Imddle value or the arithmetic mean of the two

middle values

13.5.2. STANDARD DEVIATION
The standard deviation can be calculated as:

Ix-xy

e
1

-
o Where : Xj= value of an observation
X Anthmetic mgan of the observatlons

N = number of observatlons in thc sample

 Determining the standard deviation, gives a measure of how closely the housing.

values for each sample penod are clustered around thc average housmg value

The minimum as well as maximum transaction values for each sample period are

‘tabulated together with the average housing values and cor’rclaﬁng‘ smndérd-

Page - 38




deviation Values 56 as to determme the tread in eaeh respeetwe suburb for the |
- penod 1980-1992. | |

- 13.5 3 ANALYSIS OF MOVING AVERAGES : . _
L Each sample penoﬂ compnses ef the total of all transacnons mat have taken place o

over consecutwe six months peneds 'I'heee values are averaged out to determme the - -

_annuahsed averages for each suburb. In so domg, the apprecxatxon of the housmg |

' values as well as the appreclatmn trends can be detenmned on an ammal basxa. o

By using the momng averages method the short tenn cychc as well as seasonal
- -trends are elmunated (to a certam extent) S0 as to obtam curve smoothmg effect '

. determmmg the longer term perspectlve of the tmnds in housmg values

13, 5 4 ]LINEAR CORRELATION THEORY | _ .
B The alm of using this theory is te determme hew welI a hnear lme descnbes the |

' relatlonshlp between vanables '
For the purpose of thls report the cmmllatlve appreciation between 1980-1992 was
tabulated and a regresswn analysxs performed to determme the correlatlon between |

percentage capltai appreciation’ and tlme.

Therefofefromalinear equation (Y = ag +a; X

| Where Y = Cumulative Apprecmtlon value

 X= Sample interval _ |

and the values of 2, and a, ‘are obiained from the followmg uortnal equatlons

('E'- Y)(ZIG)(Z X)('EXY) P
N T X2-(EX»

a —
0=

NEXY(EXNER
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' The standard error oof estimatée can be determioeci' Iising o

_Where - -—the standarderrorofesumafeon onX
| Forthepurposeofth]sreport syx dete:mmesﬂw |
| stamdardermr of estlmate' 'ef capltal apprecianon relanvetotlme

T

oL e
: .-:V

_The coefﬁelent of correlatxon (tabulated as the j‘R Squared‘ value) determmed for_ :

each suburb gwes an mdxeat:on of the lmear eorrelatlon or. goodness of ﬁt' betWee.n. o

. the two vanables je. between the cap1ta1 app:eclatxon and nme o : i o

In order to compute any ef the above stanstmal analy51s it is necessary to use -
observatxons obtamed from the sample as 1\ t‘ll as certam populauon parameters. The' '
_ number of degrees of freedom ofa stansncal analysls are deﬁned by the number of '_

mdependent observatlons in the sample mlmls the number of populatlon parameters_ o

. whxch are estunated from sample observauons

13.6 ECONOMIC lﬁblcmoks |

| Four major economle mdlcators have been cons:dered to compare to the property_
market These are the mﬂatlon rate, mortgage rate husiness cyele and the busmess
confidem:e mdex The performance of unit trusts will be dlscussed Iater in the
report. The performance of these indicators will be analysed and eompared to the
performance of the remdem:lal property market
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13.5.1 INFLATION RATE

__ Inﬂamnratelsnwasumdbytheconmmerpncemdex(cm andaveragesaround o
B _14% to 15% dunng the 1980's. 'I'he inflation rate has shown increased rallymg'

o '-.arounﬂthew% 1eve1forthem1ypanofme1990s o

g 5 F1gure 2.:_i_lhlst:_r_'atb§ thepetfonnanoa of themﬂatmnrate betwcen:_1:98:0 and1992 L

~ [CONSUMER PRICE INDEX}

' FIGURE 2. INFLATION RATE (1980-1992)
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13.52 MORTGAGE BOND RATES | o
f :'Invesmrs assess the mortgage bond rate to ﬁetermme the wabnhty of an mvesunent S
_ uveralongterm Thebondtates havebeenobtmmdﬁomABSAandhavabEen o
graphlcally represenhed in Flgure 3, o

’I‘hc mortgage bund rate for the resxdcnt:al property market has shown an

- '_mpmvemcnt of appmxunateiy 4% fot the ﬁrst quarter of 1992 compamd to the Jast o

| _'quarner of 1991. The. Reserve Bank has therefor tried to snmulate mcrease ml“_
) demand for housmg by mcreasmg the mvestors effective yxeld and ﬂwrcby'- _
: snmulannggmmhmthepropeztymanket ' A

o "lMORTfGAGE HATE! o
. 'PEQCENTAGE-CHANGE .

. FIGURE3. MORTGAGE BOND RATE (1980-1992)
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- 13.5. 3 BUSINESS CONFIDENCE INDEX L

_Flgum 4. outlines the business confidence for the duration 1980 1 1992, The
confidencc index has shown a downward trend since the ]attcr part of 1988 tﬂl_
1992 Thxs is dlxe 10 an unresolved poltica?[ sifuation as well as an unstable-

' H_ ;mg fowards a new dlsprznsatmn mcreaseﬂ opmmsm coupled m a sustamable

| economlc upswmg should mpme {fhe busmess conﬁdence levels.

.BU'SINESS CONFIDENCE§ .
INDEX {1980 = 10D} . S

FIGURE 4. - BUSINESS CONFIDENCE INDEX (1980-1992)

INDEX (1980 = 100)
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13.5.4 BUSINESS CYCLE -

._ | 5.

‘The performance of the business cycle is illostrated in Fi

1990 which

confidence, stagnant economic trends as well as apprehension- foll

led to

The business cycle has shown a decline since

is coup.

s high levels
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_ direction, ‘The confidence in the po. itical _'arena and curtailment of violence has still
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' In conclusion, the economy til the end of 1992
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'.14 RESQEEI!&L' . PROPERTY MARKFT -

14 1 SELECTION OF RESEARCR REAS _
In order o obtam.a broad sampl* L' resﬁemal market thu‘tem suhurbs were

'_ earmarked The suburbs were chosen across the specmlm of income: groups le
-~ subutbs were -chosen from Iow, mlddle and hlgh fncome groups. From each group :
~ older and newer suburbs Were selected to obtain the nnpact of functional unlxly thaf -
_._could mﬂuence the mvestor 8 demswn makmg pmceas The suburbs had to be largc §
| emmgh 80 that adequane mformatmn regardmg sales transactmns--cauld bc obtamﬁd B
o Importam: cl:ntena that were researched were the con.mrrncy and homogeneu;y of :

these suburbs ensunng that 110 external occurrences would mfiuence the findings.
Suburbs expenencmg nrban decay or nelghbounng recently fonned squattr.r areas

were avoided. Certam suburbs where chosen on the merlts of busmess and

-commurciai mﬁltratlon to assess the nnpact that this has on the residential property

prices.

 On this basis the followinig subtirbs were taken into consideration : -
ESTABLISHED AND NEW RESIDENTIAL AREAS:

Bezuidenbout valley
Blairgowrie
Bryanston Proper

- Cyrﬂdene _

Fairlands

Dunkeid |

Houghton Proper and Estates

I..mksﬁeld Lmksﬁeld Ru:lge and extep .ons

: _Melwlle o

Parkmore

Parktown North

- Westcliff mcludmg extensions
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It is '\?e'rg;: difficult ‘to establish_-:cmﬁpléte homdgeﬁeous afeas as many new
| ‘developments in afftuent as well as middle class areas have established new market .

niiches that enables lower income gifcups to purt_:hasé:_ in higher ir_lc_'omé_a'reas_.'

PROPERTY UNIT TRUSTS |
_There is a general nusconcepnon 4 ot property trusts Peeple are adamant that the
| __pr_operty 1__1mt. trusts are a g_ood lmgc_ aggmst inflation and a_ firm _alwmatwe. -t_o :
"'_direct investment. They are also p;-.‘rcé_iv'ed tj§ bé_ a good soﬁrce_ of _incbme. Pfopérty N
unit trusts _havé ﬁelde& favourable returns ih'téhn’s of capital appreciation over the
 past eight ycars; but most unit trusts have performed below.__-th'e avérage :-ixlﬂation
- fate.

An addltlonal dlsadvanlage suffemd by property trusts is that the dmdxmd payment o

s taxed m the hands of the investor although dunng the last few yé-ars with change
in govemmcnt regulations, property trusts have been taxed thcn tax exempt then
taxed again. An obvious long-term alternatwc is that of a dlrect investment (as.
discusssd prewously). To reap the reward, nqt onl_y does the investor need patience, '.
but he also need to deal with many _prqbiems associated with dii'ect ownership of

properties. B

15.1 HISTORICAL DATA  PROPERTY UNIT TRUSTS |
The weak economy has cnntmued to m:lpacr on the property mdustry, thh the
conclus;on that it IS very dnfficult to obtam tenants as thcre is an oversupply of
lettable space avaxlable Growﬂ:\ in the commerclal sector should remain relatwely -
stagnant in the short term as the property market lags behmd an economic upswmg
of between 12 and 24 month |
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Durmg the current recessionary pe_ri’od', position ancl affbrdability of developments |
are the determining factor to ride out the difficult times and benefit from a future

economic upswing.

- Although pmperty unit trusts were ongmally designed to afforﬂ the: sma‘ll investor
the opportumty, to enter the pmperty market the}r have become mcreas1ngly more
mstlmnonahsed Entities such as Pensum funds and other yield conscxous mvestors,
that do not pay tax, are mcrcasm_gly mteres_w_d _m property_ “unit trusts as dividends
and income are not taxed in their hands, ami they ..p'ay relatively low marginal taxes.

_Investors are at present en]oy.ng lughcr yields altlmugh bencfits from capxtal
apprecxanon has waned. Figare 6. illustrates the total returns (bl-annual) generated
. during the 1980-1992 period.

Rz, 'PERFORMANCE OF PROPERTYUNI‘I"I‘RUS'I‘S . I
- 1930-1992(BASBYEAR. 1980)
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FIGURE 6. PERFORMANCE OF PROPERTY UNIT TRUST(1980-1992)
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The focus of tlus reseamh is on dlrect mvesnnent in resxdenual property, hewever '_
_altemattve opportumtles for mvestment as well as dwermfieatmn in property must N

be. consndered by thc mvestor

- The suburbs researched n the repo:t will be analysed mdependently, exposmg thetr;'

o spetaﬁc charactensﬂcs and grow:h pattems and thereafter comparmg them to the' ._ - |

» economac mthcators for the respeetwe time series.

16.1 BEZUIDENHOUT VALLEY . |
N Bezmdenhout Valley is a well EStabhshed area thh a lower to mlddle mcome group o
status and is Jocated on the eastern part of Johannesburg As tliustrated 111 figum 8.,
the market values have shown a steady growth trend rcgardmg the property' _-
'_.'transacttons that have taken plaCe over the thirteen yeat penod There is mlmmal
: dewatton from the average growth patiern regardmg property values in this suburb
- This 1mplles that the market values are resilient to any ﬂuctuattons m demand for
preperty in general Not withstanding thts fact, the market demand in this suburb is
spec:ﬁc regardmg style and fanctional uuhty |

| As .- ﬂlusaated in figure 7. ., numercus transactions - that have taken place
(predominantly between. February' 1989 and Februai'y 1992), _fall beyond the limits

of the standard devxatton. These transacttons are the exeeptton, where propertles .

have been bought with the potentlal for fumre developments.

. Housing'prices have .inereased from around R28 000 itt 1980 to around R133 000
by middle of 1992. This has been an appreclatton of almost 167% 1o the first half of
1992, but has Waned durmg the latter part of 1992 due to extemal occurrenccs that
 will be dlscussed later in this report.
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- 16. RES RES 1S |
. The focus of. tlus research i is on d:rect mvestment m remdent:al property however -
'aliaernatwe oppommtxes for mvestment as well as dwersxﬁeanon in pmperty must |
be cons1dered by the investor. ' '

" The suburbs tesearched m the report will be analysed mdependenﬂy, exposmg ﬂlBlI‘ S

| .__.spet:lfic characteristlcs and growth pattems and thereaﬁer companng them to the |

" economic indicators for the n:epectwe timé series.

16, IBEZUIDENHOUTVALLEY o o |

Bezmdenhout Valley is a well establlshed area w1th a lower 10 nuddle income group '_
status and is locatec_t on the eastem part of Johannesburg. As illustrated i in _ﬁgut_'e-S.,
the ﬁarket values have shown a steady growth trend regardiné the property
transactions that ha\%e_ taken place over the.'thirteen yeaf_per_ind, There is mipimal

- deviatioh from the average growth pattern Tegarding ptoperty values in this smbutb -

This implies that the market values are resilient to any ﬂuctuauons in demand for
' property m general. Not w1thstandmg thxs fact, the market demand in this suburb is
speclfic negardmg style and funcnonal utlllty

As illus‘tra’téd 'ih figure 7. , mumerous transactlons that have taken place :
: '(predommanﬂy between February 1989 and Pebraacy 1992), fall beyond the Timits
| of the standard deviation. These transactions are the excepuon, where properties
have been bought, with the potential for future developments,

‘Housing pnces have increased from around R28 000 in 1980 to around R133 000
by middle of 1992 This hag been an appreclauon of almost 167% to the first half of
19_92.,_, ‘but has waned durmg the laeter part of 1_992 due to external occurrences that
 will be discussed Iater in this repott. o o o
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Thc anmml apprecnauon indwated in table 5 shows that praperty values appreclated :

above the average of 10.3% dl.lnng 1980-1984 and since then have been performmg
below average throughout the remammg part of the 80's and early 90'

. Sample . - Rample | Average - Max ‘Min ST . Total . §
Period - Inteyvals Priee . | Sales | - Valne Value Deviation | . Sates |
Jan-80 - Jun80{ . . 1] - R27BEYY ... 93| R42000) . R20,000 | . R5078 Rz,ssu'ma

| T80 -DecgO] - 2] RAIMS 6], - R76,000 ~ R20,000 | R820L | RA853,770
Jan-81 - Jun-81 | 3| Rraps37 871 R67,000 "R23,000 | R8,802| - R3,535450

- Jul-81 - Dec-81 4] FA3068 56| - R95,000 R24,000 | Ri4852 | R2,411,800
Jan-82 < Jun-82{ 5| . "RS50,242 430 Ro4000 CR34,000 { R12318§ R2,160,400

| Jul-82 - Dec§2 #l Rs52T| 45| Res000) . R3L300 | R13669 | R2486,125 |
Yan-83 - Jun-83} < 7|  R63304 102 | * R102,500 R41,000 | R13470 | - R6,457,000
Jul-83 - Decgd | 8¢ R75,722) 79 R160,000 R43,000 | R19,837 | RS5,983,000 ]
Jan-84 - Jun-84 9| R72,840 56| R115,500 R52,000 | RI3,039 | R4,079,050 |
Jul-84 - Dec-84 | 0] R 35|  R100,000f ‘R5%,000 | R12543| R2,526,000
Jaed5 - Junss | 1| Rmzes 36|  R105,000 [ RSL,100 | R11923 | R2672100
Jul-85 - Dec-85| - 12 R62,250 - 28 R80,000 RS2,500 | R7430 | R1743,000
Jan-86 - Jun-86 13 ‘R©5,302 52} Ri42500 R43,000 | R16,302 | R3,395,700
Jul-86 - Dec-86 14 R62,684 57 R115,500 R42,000 | R13,120 | - R3,572,967 |

| Jan-87 - Jun-87 15} R67,754 441  R93,000 . R47,750 | R10471| R2981,181

| Jui-87 - Dec-87 16§ - R70,784 | 581 - R130,000 - R46,000 | R14,835 | R4,105500

| Jan-88 - Jun-88 | 17 R78.914 i R140,000 ‘R55,000§ RI18,965 | RG,076,400
Jul-88 - Deo-88 18 R80,313 88| R155,000 RS3000 | R18,108 | R7,067,500 |
Jan-89 - Jun-89 19 'R89,995 83 R230,000  R58000 | R27,498 | R7,469,550

| -89 - Dec-89 2]  R9s250 99 R185,000  'R33,000 | R24,194 | - R8,482,500

| 7an-90 - Jun-90 | 21} RI06,S67 90|  R179,000, R74,000 | - R21,463| R9,591,000
Jul-60 - Dec-90 | 22| R1i14856 | 90|  R245,000 R74,000 | R28,689 | R10,337,000
Jan-91 - Jun-91{ - 23| R123066 76 R190,000 R75,000 | R26,118 |  R9,353,000
Jul-91 - Dec-91 24| R129,793 93|  R295,000 R80,000 | R29,524 { R12,070,750
Jan-92 - Jun-92 251 R136978 | 67|  R250,000 ~ R87.000 | R29,731| R9,177.500
Jul-92 - Dec92 %] R126.269 _ 13]  R158 ono . R85,000 | R22,642] R1,64L500
TOTALS.: | AT . R136,759.451 |

‘Table 4. Bnmlldenhout ’Valley Summary ol’ Reeord of Transfers 1980-1992
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_ "I'hxs pmperty market aitracts the lower to mlddle status groups for formal housmg
N and thus reaches a large portton of the home buyers market The almost 1800 " |
- transaction that have taken place thrOuglmut the thirteen year penod 1mp1y that
" there is good and steady demand for housmg in Bezmdenhout Vailey
: Bezmdenhout Valley has conservauve attnbutes regardmg housmg style a.nd
functmnal utility and ceupled to its affordablhty has shown p.tf'ady growth The o

'combmatmn of these factors makes tlus suburb sought aﬁel and demand for_"'"_"__
' .property in this suburb has been’ steady throughout the thirteen year duranon |

[ Sample - | Sample | Annualised | Bl-Annusl | Cummulafive |Linear Corvelation | Correlated

- Perlod lntervals Averges Appreelal.lﬁn - Appreclation |{Long Tepm Appreciation . | - Values .
Jan-80 - Jun-80 1} Rrzaw| - ] sy
Ju-80 -Dec80|. 2] Rmawosae| 97 o7HComsam 03609 |  4641%
Jan-81 - Jun-81{ 3} R34 | . 20.01%| 30,78%{Std Brr of Y.Est . 01392 | - 5L56%[
Jul-81 -Dec8l| 4] R4LESE| | 44.08%RSquared © - 08850 | 56.72%
Jan-82 - Jun-82 | 5]  R46,655 - 55.55%|No. of Obsetvations 25| ~ 6L88%
Julg2 -Dec82| - 6] RS 68.60% Degrees of Freedom -~ 23| 67.04%
Jan-83 - Jun-83 7 RS9276 80.99% . o 72.20%)|
Jul-82 - Dec-83 8 R69,513 | 98.26%| X Coefficient(s) 00S16 |  77.35%
Jan- o - Jun-84 -9 R74,281 105.12%(Std Brr of Coef. 00039 |  82.52%
Jul-84 - Dec-84 10} R72506 102.73% e - 87.68%
Jan-85 - Jun-85 11 R73,198 - 103.68%)| : Lo - 92.84%
Ful-85 - Dec-85 12| Res23s 9%6.90% -  9B.00%
Jan-86 - Jun-86 | . 13 R63,776 | 90.37%| S 103.16%)]
Jul-86 -Dec-86 [ 14 R63,993 90.71%] o S 108.32%)
| Jan-87 - Jun-87 15 R65,219 92.62 D 113.48%
| Ju-87 - Dec-87 16§ - R69,269 98.83% - S 118.64%
Jan-88 - Jun-88 17f  R74,849 106.89 | | | | 123799
Jul-88 - Dec-88 18 R79,614 usse | 12895%
Jan-89 - Jun-89 19} R85154 | 12021 _ 134.11%)
Jul-89 - Dec-89 | 201 R92123 . 128.40%| S - 139.27%
Jan90 - Jun90| . 21 RI100409 13739 ' B N 144.43%
Jul-80 - Dec-90 22| Ruomz ures% - | 149.59%
Jan-91 - Jun-91 23| Rusgsl | 155.10%| - o 154.75%)|
Jul91 - Dec-91 241 RI126430 161.38%) T S 1s9.%
Jan92 - Jun-92 25 | R133,386 | 166.88%| - . 165.07%)
Jul-92 -Dec-92| ©  26] RI13L,624. B . 165.56%| _ . 17023%
TOYALS ~ | o o -] o |AV.Appredationpa. | 10324

Table 5. Bezuidenhout Valley : Capital Appreciation 1980-1992
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: 16.2 BLAIRGOWRIE : _
Located i in the north weste: area of Iohannesbmg Blairgowne isa well estabhshed :
mldle class area. Figures 10 to 12 illustrates the property apprecmtmn '
encountcred in thxs suburb The average gmwth pattem is steady and mcreasmg- _' : .
through out the 1980's and early 1990's. The matket values do mot_deviate
substantlally fmm the average market values, nnplymg that thls isa stahle market R

_ Wxth no urgency to attract a dlfferent market niche.
H Market values have increased from an average of around - R46 000 in 1980 to
_- .around R204 000 in the middle of 1992 have fallen slightly to around R189 000
| towards the end of 1992. This has_generated capital apprec_lau_nn of appmxxmatcly |

154 %. _ _ _
Sample | sample | Average Noot | "Max | Min 1 STD ' Tbta’l' '
Perlod | Intervals Price | Sales . Valwe | Value Deviatton | = Sales _
~{ Jan-80 - Jun-80 1|  R45,298 99 R67,700 R32000| R6,763 | - R4,583,500 |
Jul-80 - Dec-80 2] R56478| 153  R85.000 R32,500 | R9.865 | R8.641,100
Jan-81 - Jun-81{ 3|  R64848 | ' 151 ° R150,000 | " RA35,000 | R11,872 R9,792,090
Jul-81 - Dec-8t | 4 R70,012 85 RI120000 | ~  R33,000| RI2096| RS5,951,050
Jan-82 - Jum2 | 5 R77,611 | 88| RI06000!  R45,000| RI10,231! R6829810 |
‘Jul-82 - Dec-82 6 R79,178 | 100 Ri20,000 | R57,000 | R10,J80 | - R7,917.750
Jan-83 - Jun-83 7]  R92,703 | 165  Ri%6,000 | RS0,000 | "R18474 | R15,205950
f Jul-83 - Dec83 | 8] R101,233 104 R192,500 R50,000 | R19,050 | R10,528.200
Jan-84 - Jun-84 9 R09,433 105 R147,500 R67,500 | R13,236 | R10,440500
Jul-84 - Dec-84 10f R99C| 64 Ri21560 |~ R65000 | RI2199| RS,948810
Tan-85 - Jun-8S | 11} Rep3s2| - 60|  R135000 R60,000 | R10628 | RS,361,100 |
Jul-85. - Dec-85 | 121  RE7930| . 118  R145985  R61L,000 | R13454 | R10,375.685
Jan-86 - Jun-86 13 R85515 | 125 R127,000| - R60,000| R13119| R10,689,330
- Jul-86 - Dec-86 14 R86,756 C 8| RISS000 | R55416 | R15477 | ‘R10,237,166
Jan-87 - Jun-87 15 R95,679 84|  R140000|  R72,000| R15524 | R8,037,029
| Jul-87. - Dec87 | 16| Ri02966 | 109 R150,000 R75,000 | R15,260 | R11,223,:250"
Jan-88 - Fn-88 | 17| R120,698 90 ‘R168,000 | - - R64,000 | R18,654 | R10,862,800 §
Jul-88 - Dec-88 18| R13,088|  113| = R270,000 ~ R87,000| R30,349 | R14,813,000
 Jan-89 - Jun-89 19| R134066 | 124 R237,000 | RBO,000 | R20,887 | R16,624,150 |
Jul-89 - Dec-§9 20| R140,695 188 |  R237,000 R90,000 | R22,005 | R26450,650 |
| Jan-90 - Jup-90 21| RI164,462 124} R300,000 | R60,000 | R30,278 | R20,393,249 |
| Jul-90 - Dec-90 22 |7 R165,664 13|  R260,000 © R70,000] R27,613 | R18,720,000
Jan-91 - Jun-91 23] R180,382 %9} Ra7000| R60,000 | R3L111 | R17,857,830 |
Jul-91 - Dec-91 24| R193845| 101 R310,000 . "RG64,000| R37,876 [ K19,578,350
Jan-92 - Jun-92 25| R204500| 102}  RMOO00|  R100,000 | R46,142| R20,859,000
Ju-92 -Dec92| 26} Ri89113 311  R238000 | .~ RI140,000 | R23379 | - R5,862,500
~|rorars 0 - a3 - ] -} 7} R313873,8 |

Table 6. - Blairguwrie Summary of Record nf Transfers 1980-1992
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"~ Bample

Sample |

: Cumnanletive Linear Cofrelaﬂon

Anmlallsed
Period _| Tatervals | Averages | Appreciation |Long Term Appreciatfon
Jap-80 - Jun-80| 1]  R46,298 1 R
- Jul-80 - Dec-80 | 2| ° RSLB| 10.99%( Consrant 017
1Jan-81 - Jun-8t 3] R60663 | DA%SWErof YEst 042
Jul-8] - Dec81 | 4| “rez430 R &  osi
Jn-82 - Jun8Z| 5| R73812 2500
Jul-82 - Dec-82 6| R8s -~ 23.00 |
| 32083 - Jun-83 71  R85941 B
Jul-83 - Dec83 | - 8| - Ru6968 | 005 |
Jan84 - Jun-84{ 9] R100333 | 0.00| .
Tul-84 - Dec84 | 10 Rosio2| b
Jan-85 - Jun-85| - 11} ROLISI|
| na8s -Dec8s| 12|  Ress4t |
Jan-86 - Jun-86 13 R86,723
Jul-86 -Dev8s | 14 R86136|
{Jan87 - un-87{ 15  RoL28
Jul-87 - Dec-87 | 161 - R99323| -
Jan-88 - Jun-88 17} mrusn|
| Fui-88 - Decsg ‘18] R125893
{ Tan-89 - Jun-89 Wi K132577
Jul-89 - Dec-89 20§ R137.381 115.72%
Jan-50 - Jun90| - 21| R152,579 126.78%)
Jul-90 - Dee-90 | 22| R165063 134.97%] -
Jan91 - Junb1 | wrios| 139.70%
Jul-91 - Dec-91 24| Ri87,114  147.93%]
Jan-92 - Jun-92 25| wriseaT3 | | 154.33%
Jul92_- Dec92 26 11195.507 153.19% »
TOTALS R Y JAV. Apprediation p.
Table 7. Blalrgowrie Copital Appreciaﬁnn 1980-1992 BEE '

This capital appteciatibn indicates that market values ‘have - appreclated by

approximately 10% per annum. Thc capitai abpreciation for the duration 1980-1984.
as well as 1988—1990 has perfonned above the average, with under performance

-encountered throughout the remamng years.

Demand for property in this suburb has been relatively Stroﬁg' as can be seen by the

property transacttons that have taken plmce between 1980 and 1992. A total of

around 2800 transactlons were approved it this tlme penod wnth no noticeable

decline in demand over any particular time period.

There is every i‘xidicax_ion_ that a good steady growth in i_his market, based on sound

functional attzibutes, accessibility, as well as affordability, will persist.
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"16 3 BRYANSTON (PROPER)

~ This afftuent suburb located in’ the Sandton Mumclpal area is well localez.l and:__j
R --mthm reach of all ma;or centers. 'I‘he physxcal attnbutes of the propert;es namel,\; .

zmze of erven as wnll as locatlon has mcreased the demand for resxdentlal property

- mtinsarea

'Mafkét demandhas shown a steady ieerease but the ' deviatien from the average
growth pattem has mcreased substamlally between 1981 and 1990 There are '
| mumerous reasons that pomt to the dlvergenee of these markets values Increased
~ activity in property development to more affluent modern design homes as well as
. restorahons of exlstmg housing, has mcreased valoes in: certam Ioeatmns. |
- -substantlally Other exlstmg homeowners have Tetained the existing attributes and' '
| allowed the properties to appreciate in accordance with market demand. Increased
; demand in modem demgn housmg and cluster units heve out performed the exlstmg _

| pmperty matket in Bryanston, therefore creating a divergence in the market values.

.Marketvalueshavemcreasedfmmarmmdmﬁ000m1980toaroundR5 0000 fo

the mlddle of 1992. Thereafter declining to an average value of R483 000 at the 'end

of 1992 Capital apprecxatlon for the th:rteen year txme penod is around 129% w1th _

an annual average of 10. 8%

| Propertles have performed above average between 1582 and 1986 as well as

© between 1950 and early 1992. In the years that cap1t31 apprecxanon fell below the -
| annnal aVerage appreelatlon, the performanee was only slightly less than that of the
axmual average. Thls is indicative of the resﬂlence the Bryanston market has shown

o mﬂuences fmm extemai occurrences (These W111 be d1scussed later in the -

- Teport).
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Demand for property in this area has been strong as can be seen by the almost 1000 _
| | transactlons that havc taken place dunng this time penod Nouvnhstammg the fact - o
_that mfom;atmn regardmg pmperty transactions for the time penod 1983 1985 | |

- were mcomplete Bryanston showed a steady demaud for property. ﬂlIGIIghout ﬂxe

Table 8. Bryanston (Proper) Summary of Record uf Transters 1980-1992

.Pag_e.'— 60

1980-1992 peno&

Semple .~ | Sample _ Average No of Max " Min - STD |} Total -
Perled Intervals |~ Price Sales . Value  Valme | Deviation Sales
Tan-80 - Jun-B0| 1§ RM3250]  © 4|  R200,000 CRI120000 R32889|  RS73,000 |
3ul-80 - Dec-80 c 2| wies7|. . 2| - RIS000[ RI20,000 | RI17.871{ R3.204,750
Jan-81 - Juu-8 3| R162739 | 30| R237,000 R124,500 | R33,438 | R4,882,167 |
Jul-81 - Deo-81 4] Rics.sse 31 R242500 R122,500 | R32,058 | RG92345
1 5an82 - Yun-82 5] Rrisagy7 24| . R375,000 'RI50,000 | R58981 | R4,675,600
| nis2 -Dect2| 6| R8I0 [ 24| R400,000 'RI23.000 | R59.387{ R4,770,000
Jen-83 - Jun-83 7| R213700 40 R365,000 ~ RI74000 | R39.615 | R8,5¢8,000
Jul-83 - Dec-83 ' 8{ R228,000 7 R318,000 R170,000 | R42,258 | R1,596,000
Tan-84 - Juo-84| - 91 R243500 1]  R243500]  ~ R243500 RO| - R243500(

| 584 - Decss | 10| 'm250,000 1 R250,000 | 'R250,000 RO|  R250,000
Y7an85 - jun-85|. . 11| R2638%| NOINFO | NOINFO | NOINFO. |NOINFO| NOINFO |
 Jui-85 - Dec-85 12|  R277.667 18 R450,000 | R182,000 | R82425| R4.998,000
Jan-86 - Jun-8G 3] R2m982 28} RS550,000 R209,000 | R7L761| R7,835,000
| 7ul-86- < Dec-86 14| R282,980 50|  R675.000 " R187,500 | R96875 | R14,149,000 |
Yan-87 - Jun-87 15 | ' R292.980 % R550,000 | 'R212,000 | R86224 | R7,324,500 |
Jul-87 - Dec-§7 16 “R305.958 52| R700,000 'R202,500 | R131.643 | R15,909,800
| Jan-88 - Jun-88 i7] R329914} 57 R750,000 R225.000 | R91257 { ~R18,805.100 |
| 5u1-88 - Dec88 18} R344,124 66| R7BLSO0(  R233,000 [ R102,167 ] R22.711,500 |
Jan-89 - Jun-89 191 R360768 [ 70{ - R890,000 | R237,000 | R125,833 | R25,883,792
580 -Dec89|  20{ R3E%955 66 R810,000 | R246.000 | R122,205 | R25,605,000
Jan90 - hm-90| = 21| R462772 - 68]  R98S,000 R270,000 | R166,646 | R31468,500 |
7ul-90 - Dec90 | 221 R459,828 58| R900,000 R260,000 | R160,398 | - R26,670,000
Jan-91 - Jum-91 ] 23]  R49L,100 80 R950,000 © R260,000 | R165,150 | -R3°,288,000
“Jul-91 - Dec-91 . 24} R497,080 52} R920,000 R265.000 | R170,000 | R25,848.150 |
| 5a5-92 - Jun-92 251 R532,000 62| R980,000 R260,000 | R202,696 | R32,984,000 |
| Jul-92 -Deu.gz 2] Regidds 2% R795.000 - R264,000 | R128,143 | R11,602,750
[TOTALS 1 a7 R R E =




Table 9, Bryanston (Proper) : Capital Appreciation 1980-1992 _

 Sample _ Sample | Amualised { Bl-Ammual | Cummulative {Linear Correlation
Perlod Intervals | Averages | Appreciation Apprecation 1Long Term Appreclation -
Jang80. - Jen80) 1] Rus2s0| 1 R ' B
Jul80 -Dec80 | . 2| R2%4| - 137% -1.37%| Constant. 00903 |
Jan-81 - Jup-81 3] R1%1,038 6.90%)| © 5.539Std Err of Y Est Cpoz |
‘Jul-81 - Dec-81 | 4| RI63699 838%) . 13.91%R Squared 0.9893
172082 - Jun82 51 R179,738 9.809 | 23.71%No. of Observations - .~ 25 | .
- Juk82 - Duc-82 | 6| R196,784 9,48 33.19% Degreés ofFreedom <N
Jan-83 - Jun-83 7] Rraeas 4.80% 37.99% S
Jul-83 - Dec-83 | 8} R20850 7.09% ﬁm%XComfaent(s) - posdo|
Jan-84 - Jun-84 9§ R235750 5.75% 51.83%]|Std Err of Coef. 00012 |
Tul-84 - Decgd | 10| Rue0| . 67 56.50 | |
Jan-85 - Jun85|. 11| R56917 412 60.629
Jul-85 - Dec-85 12| RSt 538 66.00
| 7an-86 - Foui-8s | 13| R278,744 295 68.95%
‘Jul-86 -Dec86 | 14| R281401 095 69.91
Jan-87. - Jun-87 15| R287.980 234 7235
Yul-87 - Dec-87 163 R299,469 3.99% 76.23%
Jeu-88 - Jun-88 17{ R317.9% 6,17% 82.40%
Jul-88 - Dec-88 18] Raznom 6.00% 88.40%
Jan-89 - Jun-89 19| R356,941 591% 94.31%
Jul-89 - Dec-89 | 20} Rra7sse2 6.14% 10046
Jan-90 - Jun-%0 |- 21} R425.364 12.27% 112.73%]
Jul-90 - Dec-90. 22} R461,300 . B45% | 121,18%
Jan-91 - Jun-91 [ 23] R475464 C307% 0 124.25%)|
| Jul-91 - Dee91 24| R494,090 - 5929 128.17%
' Jan92 - Jun-92 ) - 25| [R3514.540 4.14% 132.31%
Iul-92 - Dec-92 26 { RS07.724 -1.32%  130.98% L
: TOTALS o AERUMRS | : o E o AV.Appredaﬂnnp.a.

_As property in the Bryanston area is earmarked for the middle to hlgher income

groups, the demand captures only a small portlon of - the homebuyers market a

_ _Notw1thstandmg tlns fact, Bryanston commands a high status value and based 011

the number of transactions that have taken place throughmt the thirteen years

'remams in hlgh demand
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164 CYRILDENE

Situated on the cast of Johanneshurg, this is well esabh ved suburb w1th a mlddle _

class status and good access to the ma1or centers.

- As ﬂlustrated in figares 17 and 18,, the market values have shown a steady g;rowth
' trend that has taken place over the thn:teen year penod Market valucs have
'apprecmted by &mund 163% frﬁm 1980 (RSO 000) to 1992 (R243 000} with an

- anmna’ fsed -increase of ‘approximately 10. 8% The percentage capltal appreclatlon -

: out—perfom:s thc averagc appreclauon durmg the periods. 1981-1985 as well as
1990—1992 but underperformed noticeably d:m'mg the remammg years

 Sample Sample |  Average { = Noof | Max’ B Min | . STD " Total -
| Peried - |tervals| Price | Sales | Value Value Deviation{  Sales
Jan-80 - Jun-80 1] moees| - 20 R80,000 | . " R32,500 | R11,752 'R996,900
 Jul-80 -Dec80| 2|  R6608Z 28} ReSIO| R39,000 | Ri2%,768 | R1,850,300
Jan-81 - Jm8l| 3|  Revess| 16|  R9BO00O| - R47,000 | R11,490 | R1,114,500
Jul-81 - Dec-81 4 RE2211 | 19 R127,000 'R48,000 | R20415 | R1,562,000
Jan-82 - Jun-82 5| mesas2| 11{ - R115000 R50,000 | R18,706 |  RS15,000
Jul-82 - Dec-82 6| Ressw| . 20 ° R120,000 R60,000 | R14024| m1771400
 Jan-83 - Jun-83 | 7 R99424 | 33 R140,000 RS55,000 | RI17,694 | ®3281,000 |
Jul-83 - Dec-83 | 8] wmiuegz) 0 8 R140,600 R101,000 | R13.546 R934:5C0
Jen-84 - Juo-84 9| Riis1s8 19| R165000 R80,000 | R21,532 |  R2,245,000
Jul-84 -Dec84| 10| - R104,385 13} RI60,000 - R60,000 | R24,914 | R1,357,000
| Jan-85 - Jun85 - 11|  Ro7464 | 14| R142,000 | R70,000 | RI19,547] R1,364,500 |
Jul-85 - Dec-8S 12 . R92667 | 9| - Rizo000] R50,000 | R19.245| . R834,000 |
Jan-86 - Jun-86 C13]  Riosom ©21| o Ruso00] R65,000') R25,589 | R2,164,500 |
{ Jul86 -Drec86| 14| RI10L8%E 24| RI58,000 R66,500 | R24290 | R2445,500
Jan-87 - Jun87; 15| R9I8S 19 R150,000 R72,000 | R20,997 | R1,858,000 |
Jul-87 - Dec87 | 16 RI16872 | 52 R220000| R76000) R32330| 3,739,900
Jen-88 - Jun88| . 17| RisIe4| 22|  R197,000 R96,000 | R2 M8 |  R3,044,000
Jul-88 - Dec-88 18] Ru41569] 290 R235000| . R9S000) R3GISO| R4,105,500 |
Jan-89 - Jun-891 19} Ruseses) . . 34|  R2s6000| R85,000 | R34317| R4,993,500 |
Jul-89 - Dec-89 | 20| Ri64289{ 18 R250,000 | RI20,000 | R36507| R2,968,000
Jan-90 - Jup-90 71| TRIBSG6TZ |- 32| . R315000 R122,000 | R40,162 | = R5.941,500 |
Jul-90 - Dec-90 22| R195026 19| - R285,000 R130,000 | R44,166 | R3,724,500
Jap91 - Jum91| 23| R23263| 19} RIOO00|  RII5000 | RS54868 | R4,242,000 |
Jul-91 - Dec-91 24| R236596 ) 26| - R460,000 R*20,000 | R78,269 | R6,151,500 ¢
Jan-92 - Jun-92 25| R2mas3[ 15| 0 RIMS000F - RIGLO0O | R48A09 | R3.212,000 |
Jul-92 - Dc¢-92 26 -R242.929- 7]  R305,000 C R145,000 | RS53,010 )  R1,700,500
TOTALS R b 1 527 L R | RGS8,S17,000

Table 10.: Cyrlldene Summary of Recurd oi' Transfers 1980-1992
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| Sample - | Sample | Anqualised | Bi-Aunual | Cummulative [Linear Correlation 1. Correlated
_Period Intervals - Avernges Appreciation | Appreciation_|Long Term Appreciation Values
Jan-80° - Jun-80 | 1} BaoEds| R
Jul-80 - - Dec-80 2t mes79se|  1629% - 16.29%|Constant . ' 0.1930 |-
Jan-81 - Jun-81 | 3| RE7869 [ 17.09% - 3338%($dBoofYEBs |, 01310
‘Jul-8t ~Dec8BL] 4| - RI5934 11.88 4526%R Squured - 0,9053 |
Jan-82 - Fun-82 | 5} meze97 8919%| - 5417%INc.of Observations =~ 25|
Jul-82 - Dec82 |. 6|  Ressre{ - 384 DagreesafFreedmn 1
Jan-83 - Jun-83 7| roager 9.46%) -]
- Jul-83 - Dec-83 8} Risae] 15029 XCoefE'clent(s) 0.0539 |
Jan-84 - Jun-84 | 9] mi7486 | 3.66% 91159 StdErrofCoef 0.0036
Jul-84 -Decfé| 10} RL2T2| 0 529% o
Jon85 - Jun-85 1} R160925 | 9.30%

- 385 - Dec8s 12 R95,066. 5.81%

Jan-86 - Jun-86 .13 R97.869 2.95%
Jul86 -Dec8s | . 14| Riozesd| a7
Jan-87- - Jun87 [~ 4 151 Rrevses -_-'z_'.sszil
| Jul87 -Dec87|  “16| R1px3st 7.50
Jan-88 - Jum-88 | 17} Ri21618 18.90%
 Jul-88 - Dec-88 | 18] R1%9.967 0.68%|
"Jan-—89 - Jun-89 1] 29| 30w
 Jul-89 - Dec-89 20| RIS5879)  8.08%
5an-90 - Jtm-90 Cot| RIS 1245%
| Jdl-90 - Dec-90 | 22| RI190,849 - 8.88
a1 - Jund1 ] 23] R200,645 | 9.85
o1 - Dec91 | 24| R220,930 | 9.68
Jans2. - Jun92| 0 25) R225365|]  -199%
\Juwz - Decs2. 26| Rossss 1.41%_

}TOTALS

'Table 11. Pyrﬂﬂene Capital Appraciaﬂon 1980-1992

1 |AV. Appredtation i -

: Devxatmn from thc average growth pattem is mdxcatwe nf a sensm\re market

effected by extemal occurrencea as well as by demand for the speczﬁc functmnal

" -ummes and style of hcmsmmr available in tlns suburh

-Page—.ﬁﬁ ..
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165 DUNKELD
This affluent suburb iocat&l in the Sandton Mumcrpal area is well located and
within rcach of all ma_]or centers Dunkeld has shown great growth potcntml _
predomlnantly for the more afﬁuent market Phymcal atmbutes of the propemes
- _na‘mely, sizes of vrven as well as new larg_e modern designed homes have created an

upper market niche accessible to a small .po'rtion of the homebuyers market

Sample Sampie | Average | Noof | Mix Min | STD. |  Total

Period  Intervals | Price - |  Sales - . Value | Valge Deviastlon|  Sales
| Jan-80 - Jun-80 | 1 Re6429 | - . 7!  Rusoe| - w000 Rrisgen| Reosooo |
| Jul-8 - Dec-80 | 2{ RiLFH| - 13 R160,000 | R77,000 | R26,016 | R1,579,900
| Jan-81 - Jun-81 | 3| RiBRIS{ . 8 R227000 | R93500| RSL,350| R1,11,000
| Jul-81 - Dec-81 4] mi75333 3]  R216,000  RI45000] R29,892|  R526,000 |
Jan-82 .- Jun-82 ‘51 Ri1s6,188 . B|. R245000( R95,000 { R52146 { R1,249,500 |
' Jul-82 - Dec-82 6] RiGa2s8 14} R250,000 R92,500 { R48300 | R2,324810
Jan-83 - Jun-83 7 R98325 12 R360,000 [  RI102,500] R75626| R2377500
[ Jul-83 - Dec-83 8] Rz9T4] 14 R425,000 R140,000 | R90,062{ R3,356.000
Jan-84 - Jun-84 9] RWIETE 12| R395000 'R150,000 | R75855 | R2.852,000 |
' Jul-84 - Dec-84 J10F  R238,500 - 5 R400,000 | R157,500 | R$3i53] R1,192:500 |
Jan-85 - Jun-85 | 11| Ro09643} 7 R370,000 | - R130,000 | R75,243 | R1467,500 |
Jul-85 - Dec-85 12| Ris000) 8 R320,000 | R119,000 § R59,290} R1,560,000
Jan-86 - Jun-86 13] R254385 13 R420,000 | | R126000 | R9L994| R3,307,000
| Tul-86 - Dec-86 14} R309.02 21| R995000|  RI30,000| R203442 | R6.489,500 |
Jan-87 - Jun-87 15} Rs09,591 o 'R848,000 R252.500 | R210416 | RS5,605.500 |
| 587 - Dec87 16| R30LOM 17|  Re00,000| - R176,500 | R142.098 | RS5,117,236
Jan-88 - Jun-88 17}  R366,250 18|  R740,000  R205,000 | R127.460 |  R6,592.500 |
Jul-88 - Dec-88 18] Ra15429 14} R725000 R205,000 | R131,691 |  RS5,816,000
| Jen-89 - Jun-89 19} - R725.000 | 12|  R1,200,000 'R270,000 | R312,663 |  R8,700,000 |
| Jul-89 - Dec-89 20| R686,786 | ' 7 R775,000 © R430,000 | R110,022 | R4,807,500
Jan-90 - Jun-90 21| Rs6L231| 13|  R815000 R361,000 | R142,142 | R7,296,000
Tui-9¢ - Dec-90 22| Re30625{ 8| R1,530,000 R340,000 { R377,181 |  R5.045,000
| Jan-91 - Jup-91 ¢y Re7.00 | 11| R1,100,000 R478,000 | R174,562 |  R7,393,000 |
Jul9l -DecS1| 24 'R754000f1 - 10| RL400,000 © R430,000 | R251,841 |  R7.540,000 |
Jan-92 - Jun-92 25| R830682 11  RL700,000 | ~ R450,000 | R369,281 | R9,137.500 |
Jl-92 -Dec92{ = 6] Rssu,uoo I 2 'Rﬁso.ooo .. R450,000 | R100,000 | R1,100,000
TOTALS . - - 1 ! E R b ] Rr104,148446

Table 12. Dnnkeld Summary o[ Rer.nrd of Transfers 1980.1992
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Table 13. Dunkeld Cnpltal Appreciatlon 1930 1992

‘Dunkeld has shown 2 rather erratic growth trend appfeciating 'substantiaily. in certaih
time pcrlods and dechmng in others. The market values have shown an increase
from around R86 000 in 1980, to market values in excess of RSOU 000 in early
1992, before declining to around R350 000 in the latter paft of 1992, As ﬂlustrated. :
m Flgures 19 to 21.,- market val_ues have shown an mcrea_smg deviation from the
average values. 'fhis’ is ind'it:ativa. of increased actiﬁty in ]L)'rolilert;';,r development in

‘more afﬂuent and of homes modern design as well as in the development of cIuster

hous.ng earmarked for the upper cias.s homebuye.;s market.

- Page-71

: Cummulative LlnearComlaﬂon :

Period Intervals |' Averages | Appreclation Appi-eelation Lnng ‘I‘erm Appmdaumn Values
Jan-80 - Jum80§ - 1| R86429 | - L _ 20120%|
 Ful-80 -Dec80| 2| Ri03,980 20319 Constant o1 | '_ 30.03%|
Jan-81 - Jun81} 3| R130,203 ~ 45,53%5td Err of Y Est 0.18 . 40.86
1781 -DecBt | 4|  Ri57.104 66.19%R Squared - 095 50.70%)

| dan82 - 82| . 5| Ri6s761 ' TL70%|No. of Observations -~ - 25.00 - 60.53%}
| 3ul-82 - Decs2 5§} Ri6L123| 68,908 DegreasofFreedorn - 23.00 70.36%)
Jan-83 - Jun83] 7] - RI182,002 . 8191%| - - 80a9%m|
| 3u-83 - Dec-83. 8} R28920{. U 102.04% XCoefﬁcmnt(s) a10 | 90.02%},

Jan-84 - Jun-84 | 9§  R238,601 | - 111.37%|Std Brr of Coef. 0,00 '
Jul-84 -Dec-84| 10| R238,084 os2% 0 - 0 -
| san-85 - Jum-ss 1] masen| 105.03%|
Julgs -Decds | - 12} Ram322 coesmem
| Jan-86 - Jun-86 13| R224,693 - 10638%
| 86 -Dec86| . 34  R28L705 131.75%"
| 57u-87 - Jun87|  15] Ra09.308 | 177.05%

} 5ui-87 - Dec87| 16| R405303 | . 176.07%)|

Jan-88° - Jun-88 171 Rra33632 158,39%

Jul-88 - Deo-88 18] R3%0,840 175.54% 3%
Jan-85 - Jun-89 19| Rs70,215 221.43% 198.16%
Jul-89 - Dec-89 20| R705893] 245.2 207.99%|
Jan-90 - Jun-90 21| Rmé200 | 233.62 '217.82j
| Jul-90 - Dec-90 22| R595,928 229,12 227.66
Jap-91 - Jun-91 23| R65L358 23843 237.49%
Jul-91 - Dec-91 24§ RTM3,046 | 247.90% - 241.32%)
Jan-92 - Jun-92 25| R792341 L 259.02% - 257,15%
Jul-92 - Dec92 26 R690.341 | i . 246.14% : . 266.98%]
ffotats . 1 ST AY. Appredation pat v-fﬁl



._ The market values have shown a gmwth over the thlrteen Year pennd but Wlth gneat _

_' | unduiations in capltal apprec:atmn Market values have apprec:ated b} around 259% .
from 1980 (R86 000) 0 1992 (R690 000) with an’ annuahsed mm‘ease of

L -appmxxmanely 19.7%. The percentage capxtnl apprecnatmn oulperfonns tlw average"'_ '

o apprecmtlon on numerous occasmns durmg 1980-1992 but underperfomlsf'

' :_nonceably in other years creatmg unpredmtable forecasts for thc short tenn outlook : o

o 111 this market even though 1t shows excellent long term appreclatmn Devmtmn of :
- the percentage capltal appreciation to ammahsed average arppwclauon te.nds to 'be
e atic. Thls is mdlcatwe of a sPectfic and sensmve market that 1s mﬂuenced by
| :_external occm'renees as Well as the fact that the housmg pnces in tlus area are_

. earmarked for the seiected afﬂuent few

Page ~72
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16,6 EMIARENTM!ENMARENTIA EX'I‘ENSION 1.

anmentla and- Emmarentla Extenswn 1. are old and well estabhshed nnddle class
areas in Iohannesburg As there is very llttle to choose between these two suburbs, -

~both have been mcorporated mto the analys:s as one sample area to obtam a betber '_

sample size in. analysmg the growth in the market values

Figure 23 and 24. 1llust1'ates the property appreelanon encountered in ﬂus suburb |

b The average growth pattern 1s steady and mcreasmg through out the 1980's and

early 1990_'5. The market values do not devmte substannally from the- average

housing ‘prices as tlus market is |
- homebuyers. Market values have increased from an average of around R&62 000 in =
_1980 to around R336 b at the end of 1992. _

estabhshed and attracts a selected group of

Table 14, Emmarentiaf Emmarent!a Ext 1. 3 Summary of Reeord of 'l‘ransfers 1980 1992

Page - 76

" Sample Ssmplje Avera‘ge. Noof - Max  Min STD Total
" Perfod Intervals | - Price ~ Ssles Value Value Deviatlon | - Sales
Jap-80 - Jun-8C 1 R62,063 © 3] Ros000{ R38,500 | R14,233 | R1,784,950
| 7ul-80 - Dec-80 2 RES,278 42|  Rz30,000 R50,000 | R34,035 | R3,581,675
| Jan-81 - Jun-Bi | 3| . R86405 21 R165,000 R50,600 | R30400{ R1,814,500
| Jul-81 - Dec81 4| R107342| 24|  RI87500 R72,000 | R30260 | R2,576,200
Jan-82 - Jun-82 5| Wi133,208 24 R220,000 R65,000 | R32230 | R3,197,000
- Jul-82 - Dec-82 6} R119,880 23|  R210,000 'R57,500 | R39,195 | R2,757.250
Jan-83 - Fun-83 | 7] R138405 29|  R326000 © R86,000 | R48,787 |  R4,013,733
Jul-83 - Dec-83 8] RIS4227{ 22 R285,000 R112,000 | R47,229 { - R3.393,000
Jan84 - Tm-84| . 9| -Risz452 21| R250,000 © R70,000 | R47784| R3,201,500
Jul-84 -Dec84| 10| R132,263 19| - R230,000 - R73,000 | R41979{ R2,513,000
| Jan-85 - Jun-85 | 11{ R140,282 10 R239,000 |- R81,000 | R42872{ R1,402,819
| 7ut-85 - Decss 2] Ri21.825 20 R187,500 R74,000 | R29404 | 12436500
| #an-86 - Jun-86 131 R128475 28 R225,000 R80,000 | R34,508| R3,597,300
Jul-86 - Dec-86 | 14{ R119,699 43|  R206,250 "R70,000 | R32,871 | R5,147,050 |
| 3an-87 - Jun-87 15| R137;536 | 35| R240,000 R81,000 | R38513 | R4,813,750
Jul-87 - Dec-87 16| Ri86,827 17 Ra75,000 R80,000 | R69.287 | R6,912,600
Jan-88 - Jun-88 17] R162497! 34| . R58,000 - R105.000 | R40,945 | R5,524,900 |
Jul-88 - Dec-88 18| Ri195,880 31 R370,000 C R99,233 | RE2280 | R6,072.283
§ Jan-89 - Jun-89 19| Rr214,386 35| R357.000 R120,000 | R63,160| R7.503,500
Jul-80 - Dec-89 20| R226.267 45|  R360,000 R130,000 | R62.368 | R10,182,000
} Jan-90 - Jun-90 | 21| R264213| - 40 - R470,000 - R109,000 | R82,744 | R10,568,500
Jul90 - Dec-90 22|  Rosvas | 291  R480,000 . RM5,000 | R80,839 | R7,813,500
Jan-91 - Jun-91 23|  RoB4sE3 30|.  R460,000 R170,000 | R76,069 | R8,540,500
Jul-91 - Dec-91 24| R263,045 33|  R435,000 R120,000 | R69,709 | R8,680,500 |
Jan-92 - Jun.92 25| R286,196 23{  R405,000 R175,000 | R62,249 | R6,582,500
| Tul-92 - Dec-92 26| R336667 | 6l -R39D.OOD R295.000 |- R33871'| R2.020,000 ]
TOTALS B 735 ' "1 ] R126631,010




Sample . Sample | Annualised | Bi-Annual | Cummulstive |Linear Correlation Torrelated
Perlod | Intervals | Averages | Appreciation | Appredation |Long Term Appreciation Valoes
Jan-80 - Jun-80 1| R62,063 | ' L I _ _ - 3320%
| w80 -Decgo| 2| m7en| . 1870% - 1870%|Comstam - 02777 | 38.63%
Jan-81 - Jun-B1 3| Ressaz| . 1652% B5.22%SAErrof YEst  0.1452 44.07%
| 381 - Dec81 & R96874 |~ 1285%| -  48.08%|RSquarsd = 08878 49.50%
| Yangz - nn82) 5] R120275] . 2416% - 72.23%|No.of Observations - 25| 54.93%
(JulB2 -Dec®2| - 6| RI26S4 ]  521%  7744%Degreesof Freedom - 23 60.36%
Jan-83 - Jun83 | . 7] RI29343|  205% = M50% S | 65.80%
Tul-83 - Dec-83 8} RHM6316|°  1330%| = - 92.80%|X Cosfficient(s) _  0.0543 7123
Jan-84 - Jun-84|{.. 91 RIs3M0| - -_4_.80%' . 9760%StdEirof Coef.  0.0040 76.66%
Jul-84 -Decdd | 10| R142358 A6%  9043% - 82.00%
Jan-85 - Jun85 | 11| RI1362731 - -4.27% 86.16%)| 87.52%)|
| Jul-85 - Dec-85 - 12| ‘R13L054| = -383% 82.33%) 92.96:[
Jan-86 - Jun-86 | 13{ RI125150]  -450% = 77.83 98,39
Jul-86 - Dec-86 | - . 14| [R124,087 085%  76.98%| 103.82%
Jan-87 - hun-87 15| RIB618 | - 365% - 8063 109:25
Jul-87 -Dec87 | . 16| R162,182 2610%  106.72%) 114.69%
Fan-88 - Jun88 17| - Ri74,662 CoTT0m o 11442% 120.12%
Jul-88 -Dec88{  18{ R179,189) = 2.59% 117.01% 12555
}Jan-89 - Juo-89{  19{ R205133|  1448% 13149%) 130.989%
| Jul-89 - Dec-89 20] R20327| . 741% = 13890 13641
Jan-90 - Jun-90 21] RmMS240| 11313:'_ - 150.209 141.85%
| Jul-90 - Dec-90 | 221 R266,822 | 8.30 159.00%] 147.28%
| 1an-91 - Juno1 23§ R277.057| 0 384% 162.84% 152.71%
Jul91 - Dec9l 2% | R273864 -1.15%) 151.89%} 158.14%
Jan-92 - Jun-92 25| R2M621| 028% - 16L96% 163.58%|
Jul-92_- Deo92 26 _' R311.432 ' 13.40% 115:37% e ) . 169.01%|

Table 15 Emmarenﬂaf Emmarentla Ext L: Capilal Appredatlon 1980-1992

This has gencrated capltal appmcmtmn of approximately 175 % w1th an aanual |

averagc appreciation of approximately 10.9 % per agim, The percentage capitai

' apprecnannn tends to be erratic.

Although demand for property in 1h15 suburb seems to be relatwely strong with over _

700 property transactmns appmved during the thlxteen years, a growth tendency in
the market seems to be cv:dent in- the early 1990 § creating conﬁdence in t]:us._

o sPeclﬁc market and thcrefore envmagmg growth trends in the future. -

There is every indicatjon that a good steady growth in this market based on sound

'functlonal attrlbutes, accesmblhty as well as affordablllty wiil persmt
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-' '16.7 FAIRLANDS

Located in the north eastem area of Iohannesburg, Falrlands has shown good
growth trends from a parually developed area to an area both estabhsheds and i m

']:ugh demand Th:s suburb attracts the nuddle to upper income groups As ﬂlustrated |
in ﬁgure 25 lo 27., the market values have shown a steady growth trend regardmg

theproperty transactions ﬂlathavetakenplace overthethlrneenyearpenod Market -

_ demand has shown 2 steady- mcrease, but the dev:atxon from the average growﬂ:-'

partertt has mcreased substanna]ly 1987 and 1992.. 'I‘here ate numerous explanatlons

for the dwergenoe of these ma.rlcets vaiues. Increased actlvny in property -

i development, mth a conoentranon in oiuster and townhouse developments SO as 'ﬁo -

at!:ract homebuyers in h:gher income groups, has made large in-roads in thls area :
' Other exxstmg homeowne"s have retamed ex:stmg attnbutes and bave walted for the .

properties to apprec1ate in accordance WIth market demands as the area develops

- Sample- | Sample | Average Noof | Max . Min STD | Total
Period | Intervals || Price | Sales Valne . Value | Deviation|  Sales
Jan-80 - Jun-86| 1| Rssosz| - 28] - R86.000 - R42,000 | RIL723| R1,679.500
Jul-86 - Dec-80 2| R 3 R135000 | = R42250 | R20344} R2,375250
Jan-81 - Fun821{ 3 ROO07| 42 R195,000 ' R47,000 | R27.7i8 |  R3,809,690
Jul-81 - Dec8i | 4 RES,240] . 30 RM0,000] = R45000| R23109| R2,677,200
Jan82 - Juo-82 5§ Ruese3s| - 16| RI70000] . R60000| R31220! R1913320
| Jul-82 - Dec-82 6| muo232 | ‘22| . R9000 | R60,000 | R38020 | R2425110
| Jan-83 - Jun-83 7] RunB4| 44 R185,000 © R48,000 | R29,945| RS5,180,300
} Jul-83 -Dec83| = 8 R141,161 33 R245,000 ' ‘R46,000 |- R44,752 | R4,658300 |
1 den-84 - Jun-84 9f RuM7300] = 30 R250,000 |  R70,000 | R44,160 |  R4.415,000 |
Jul-84 - Dec-84 10] rizseal . 2| R210000 R68,000 | R33075 | R2988344
Jan-85 - Jun-85 11{ Ri28958 22]  R215000  R8D06R | R3L648|  R2,837,068
| Jul85 -Decd5 | 12| RI3L634 19} R0000] . E9000 | R3IL7S | R2501,050 |
Jan-86 - Jun-86 | . 13§ R133,089 22| . R250,000 R73,000 | R47,840 |  R2,927,951
Jul-86 -Dec86| 14| RI130.667 | 33} R260,000 R75,000 | R42,548 | R4,609,000 §
Jan-§7 - Jun-87 151 R151,057 351  R300,000| - R90,000| RS5559| RS.287.000 )
Jul-87 - Dec-87 | 16 R188522 23 R350,000 | - - R95000 | R66.176 | = R4,336,000 y
Jan-88 - Juu-88 17| R214.365 26 R330,000 R135,000 | R48226 | R5,573,500 |
Jul-88 - Dec-88 18| R213367 15 R280,000 | R145,000 | R42,704 | R3,200,500
Jan-89 - Fun89] 19| R2332801 27| R525,000 R113,000 | ROL7IO| R6,298,560
Ju-g9 -Dec89 | 20 R2a7ss6| 23|  RSo0000 | . R115000 | R111275 | Rse63789 |
Jen-90 - Juo-90| - 21| R287565| . 31|  RS00.000 'R137.000 | R92247| R8.914,500
| 7ui90 - Dec-90 22| Ra0s,148 27 RG0O000|  RI47,000 | R9G889 | R8,239.000
Jan-91 - Jun-91 |- 23]  R274.604° 26|  R460,000  R140,000 | R72,943| R7,139,700 |
 Jul-91 - Dec9i | 24| RMI45E 24 RS55,000 |. R145,000 | R109490 |  R8,339,000 |
Jan-92 - Jun-92 25| R311,000 .20 RG30,000{  R200000 | R101,697 | R6220,000 |
Jul-92 - Deg-02 26| R297435| 10|  R380,000 _ R200,000 | R69,527 | R2.974,550
Jrovaks ] 681 - o 116,987,182 |




Sampie - Sample | Annualised | ‘Cummulstive |Linear Correlation Correlated
. Period 1ntervals- Averages Appreciation |Long Term Appreciation Valnes _
| 72080 - Jun-80° 1|~ Rs9982 T - T 25.36%}
| Jul-8C - Dec-80 | 2| Ressz| . 13.87%/Constant - 019 -_31.73:'1 _
Jen81 - Jum81| 3| R83664 36.36%|Std Err of ¥ Est eI 38.10%
{ Jul-81 - Dec81 4}, Re9974] 43.90%] R Squared 095 | - 4447%)|
| Jan-82 - Jui-82 S| RI04412 " 59.95%|No. of Observaticns . 25.00 - 50.84%
| 5u-82 -pecsz| = 5| Riteoa © 70.00%Degrees of Freedom 23.00- 5721%
Jan-83 - Jun85|.. .- 7t ~RI113.983 69.20 ] 63589
| Jul-83 - Dec-83 | - 8| R129448 82,77% xccaﬁmnt(s) 0.06 69.95%|
 Jan-84 - Jun-84 ‘9] R4231{ 94.19%|Std Err of Coef. .~ 000 | 329%]
| nuiB4 -DecB4|, 10| R141567 92.34% '
}Jan-85 - Jung5 | 11} R132,39%  85.86%| .
| Jul-85 - Dec85 | 12| R130296 8427
| Jan-86 :- Jun-86 | 13| R132362 | ' ss.s_s;:l
| Juk86 - Dec86 | 14| R136378| 84.89%)|
Jan-87 - Jm-87 15| R45362 95.48%
| Jul-87 - Dec-87 16| Ri9,790 ' 112.29%
Jan-88 - Jun-88 | 171  R20u444 130.93%|
| Jul-88 - Dec#8 | 18| R213,866 137.10%
Jan-89 - Jup-§9 19|  R22334 141.52%
Ful-89 -Dec89| 20| R235418 146.93%]
3an-90 - Jua-90 21]  R62561 158.46%] :
| Jul90 - Dec-S0 2| Raws3sT . 17134% © 159.12%
Jan-91 - Jun91 | 23| R289,876 '169.15%‘_ 165.49%] -
 Jul-91 -Dec®1 |  24[ - m311,031 17645%] 171.86%
Jan-92 - Jun-92 25 R329,220 | 182.30% 178.23%}-
Jul-92 -Dee-92 26 3304,22& 174.70%, o | 184.609%)
TOTALS g T }iv;&bﬁfeaéﬁbn}mﬁ;; : 12'74%

Table 17 Fslrlmds Caplta! Appreeiatltm 1980-1992

| Housing prices have increased from around R60 000 in 1980 to _‘amund' R347 000

by early 1992, This has been an appreciation of almost 182% to the first half of

1992, whereafter it waned due to negative external factors that will be discussed.

later in this report. The annual appreciation indicated in table 17. shows that

' property values have performed above the average of 12.7% durmg the 1980-1984

and 1988—1992 peneds

There has been a steddy demand for property in Fmrlands as can be seen in Flgure |

26 and 27. Fluctuations in the capltal appreciation does not seem to have affected '

demand for property m this area as can be seen by the steady sales of propertnes in

ﬂns area, wlth over 680 transactlons bemg approved in the thn'teen year tlme frame.
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168 HOUGHTON (PROPER AND ESTATES]

) Houghton isa Well establlshed affluent area, well located and easﬂy accesmble to ali -

. major centers As ﬂlustrated m Fxgures 28 to 30. the averags growth pattern has

. .'perfonned admrrably thmughout tha 80's and carly 90's 'I'here has been no - -'

substant:al decline m market values throughom the thirteent year duranon, :mplymg_ -

o _that thc- mark:et is very resment to change and nommally affected by. extema!._-'.’-..

__factors that kave mflucnned other resuicntxal property markets

_Smﬁple' Sample | Average | - Noof Max ‘Mii STD

Perlod Intervals | - Price . Sales ~ | Valae .|  Valic | Deviation " Sales
Jan-80 - Jup-80| ~ 1| R3408| 12 R225,000 R101,500 | - R41,547 | - R1,609,300
Jul-80 - Dec-80 2{ R44,643 U35 R325,000 . R10%,000 | R44483 | RS,062,500

| Jan-81 ~ Jun8t | 3{ R147,150 . 30| R270,000 Ri00,000 | R32,864 | R4,414,500
 Jul8l -Dec-81] 4§ RI154520| 25| R300,000| RIOD000| R47,203 | <R3,863,000
{ fan82 - Jun-82 | 5] Rrie9,000 15 R285,000 | - RI17,000 | R39,657 { - R2,535,000 |

Jul-82 - Dec-82 6] misg123 221 - R3W000| . - RI2D000 | RS8415| R4,160,700 |
Jup-83 - Jun-83 | 7| R240379 24! R35000 R166,600 | R46,089 | RS5,769,100
Jul-83 - Dec-83 8] Rodoas7| 35|  R483000| .  R140,000 | R75746 | R8,732400
Jan-84 - Jun-84 9| R2s5.435 23 R485,000 R160,000 | R72561 | RS5,875,000

| Ju-84 -DecBa| - 10| R271,106 18 R465,000 R168400 | R88,738 [ R4.879,908 |
Jan-85 - Jun-85 11|  R264,929 21| R390,000 R163,000 | R64,487 | RS5,563,500
| Jul-85 - Dec-85 12]  R266520 25 R455,000 'RISZ.000 | R63,646 | R6,663,000 |-
Jan-86 - Jun86 | 13| Rsoa09|. 23| - R500000] R165000 | R84,353 [ R5,752,500

Jul-86 - Dec-86 14| R259444 18 R600,000 RIT0,000 | R94417|  R4,670,000
Jan-87 - Jun-87 15| R27L,725 201 . R464,000 RI9000 | R70614 [ RS5434,500
Jul-87 - Dec-87 16 | R293,825 24|  Re35,000 R205,000 | R89.632| R7,051,800
Jan-88 - Jun-88 | 17] R385,042 24 R825,000 |  R240,000 | R150,137 |  R9,241.000 |
Jul-88 - Dec-88 | 18] R409,636 33|  R700,000 R250.000 | R93481 | R13,518,000
Jan-89 - Jun-89 191  R478,675 40 R960,000 R242,000 | R180576 | R19,147,019
Jul89 -Dec-89 [ . 20| RemaT2| 36 R960,750 R250,000 | R165,233 | R17,116979 |
Jan-90 - Jum90 | 21| R687S04| 42 R1,550,000 R280,000 | R282,194 { R28,875,150

| Tul80 - Dec-90 22| - RI0TEA| 34 RL266000 | - R260,000 | R259,532 | R24,066,000
} Tan-91 - Jun-91 } 23| R686295| . 22| RLSTS000|  R293,000 | R274,787 | R15,098,500
| su-01 - Deco1 | 24| R782357 28| RLS00,000 | R202,500 | R343,890 | ' R21,906,000
Jan-92 - Jun-92 25| 'Ré18s68( . 22| RL250,000| - R285000 | R249,738 | R13.608,500
| 192 -Dec92| 25 R'zzs,sou 13 | R1,400,000  R375,000 | R323,329 | R9,431.500
TOTALS .. . 664 i ). ] R254,045,356 |

Table 18. Houghion ll’rnpet & Eslates) Summary of Record nf Transfers 1980-1992 '
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Sampile Sample | Annualised | Bi-Annual | Commulative |Linear Correlation _
Period lntervals ' Averages . Appreciation| Appreciation Long Term Appreciation Values
| Jan-80 - Jun-80 S Ru48f o ' o
T80 -Dec8O | G 2] R39376| _3.93911_ © 393%|Constant - -0.1582 | -
Jan-81 - Jun-81| 3| RuS807| o - 468%m _js.m%lsm-srr of YEst- 0431
(Jul81 -Dec8L| . 4| RIS083S|  3.38% 11.99%R Squared 0g9417{
| ran-82 - Jun82] . S| RI6LTE0 7.24%] 19.23%(No. of Observations . 25
Jul-82 -Dec82 | . 6} Rimo02{ - 10.70%| %|Degrees of Freedom . . - 23 |
Jan-83 - Jun-83| - 7{ R24TSL|  19.93% a6%
| Ju-83 -Dec83 . B} R244938|  14.06% 63.92%|X Coofficient(s) . 00765 |
Jan-84 - Jun-84 9| - mas2466 | 207% 6.9 Std Err of Coef, 00040
| Jui-84 - Dec-84 10| R263271 4.28% S
| Jan-85 - Zun-85 11| R268,018 | 1.80%
- | Jur85 - Dec-8s 12| - R265.725 - -0.86%)
YJan86 - Jun86 | - 13| ReseatS | A% 69.43%
Jul-86 -Dec86| . 14| . Res477| .. -137% 68.06%
Jan-87 - Jun-87 15| R265585| - 4249 .. 72.30%
Jul-87 - Dec-87 16F R2B2TIS| | 647% - 78.78%
| Jan-88 - Jun-88 17] Rawsaa| 2004 98.81%
Jul88 -Dec88| 18] R397.339 17.06 115.87%
Jan-89 - Jun-89 1 . 191  R444,156 11.78 -12,65%]
Jul-89 - Dec-89 |. 20 |. . R47T,0N 141% 135.07%
 Jan-90- - Jun-50 21| RsBI488 |  2180%  15695%
| Jul-90 - Dec-90 | 22| REYT664 | 1998 176.93%
Jan91 - Jup91 | 23| R697.060 -009% © 176.84%
Jul-91 - Dec91 | 241 - R734,326 5.35% 182.19%
© | 3an-92. - Jun-92 251 R700463 -4.61% - 177.58%
 Jut-92 - Dec—92- - 26} R672;034 oy -44)6% _17352%.;_ . _
ITOTALS ' R B 2 .o |AV.Appreciatfonpia. G i 15309

Table 19, Houghton (Proper & Estates) Cnpltal Appraeiallon 1980 1992 _

Although the market demand has shown a steady' increase deviation from thé '
average growth pattem has mcreascd substantially between 1980 and 1992 Thm
divergence is due to increased acthty in propex'ty developmant sub dms:ous of the

ex1st1ng erVen, as we]l as restoranons of ex1st1ng housmg. These factors have all -

c.ontnbuted to the divergence in the market values. In addition, the dcvelopmem of -
modem desngned housing and cluster units have a]so contributed to the increased

performance observed in the: Houghton market

Page-

87



Maﬂcet va.lues have mcreased from an average of around R134 000 in 1980 10

around- RTE2 000 in the nnddle of 1992 but fell shghtly to around R725 000 o
- towards the end of 1992 This has generated eapltal appreczanon of appmxlmately

_ 173% thh an average annuai appreclatmn of around 15 3% Durmg the 1982«‘

B 1984 as well a8 1987-1991 penod this- market performed above average, wrlh

-under perfonnance encomltered throughout thc remauung years Durmg the penod
of underperformance the market remained falrly statle and dld ot declme

- substantially. This would mdlcate that the markm is resment to any negatlve' |

© external factors and perfomm well under favouxable buymg conﬂmons

Demand for property in this suburb has been steady but low, as can be seen by the' L
N property transaetmns that have taken place between 1980 and 1992 A total of
| around 220 !ransactlons have been appmved in ﬂus tlme penod The upper market -
 status as well as the existence. of large re51dent1al properties hm:ts the demand to a -

B  small sector of the homebuymg market
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_ 16.9 LINKSFIELD (INCLUDING ALL EXTENSIONS}

o new upper class area. To obiain a better sample size in- analysmg the gmwth m the .

Sltuated on the easaem boundary of 30hannesburg, the Linksfield area is a relatwcly .

market values, Linksfield and the additional extenswns have been mcorporated into

one sample for thc analysw

o The growth trend has mcreased between 1980-1992 although somewhat erratlcally -

Average housing prices have appreciated from around R98 000 in 1980 to R572 000

~in 1990, before declining to. around RA450 000 in late 1992, Although the

:_appreclauon has been somewhat erratic, marlut values have apprecnated by 175%

' _Between 1980 and 1992 market values have shown an mcreased bendcncy to

between 1980 and 1992 with an average: apprcclatxon of 14.6% per annum :

dw_erge, with some properties being sold for aver R1 Million.

Sample

Average -Noof Mln STD

Total

. . Tabla 20. Linksfieid (Inc. Extenslon & Ridge] Summary of Remrd of Transl'ers 1980-1992 .

Sample -Max _
Perlod Intervals Price Sales . Value Value | Deviatlon Sales
{Jan80 - Jm-80| 1|  ROB273 11| . R190,000 R72,000 | R31,392 | - R1,081,000
Jul-80 - Dec-80 c2) Ri9E00] . 13| R205.000 R80,000 | R31,221 | - RL417.000
Jan-81 - Jun-81 a| wmuazr2] o e|  meooooo RI05,000 | R27.624| R1284500
| Jul-81 - Dec-81° 4] R146333 D R180,000 R113,000 | RZ0,870 RB78,000
Fan-82 - Jun-82 ‘5§ RI194250 | 9|  R370,000 R135,000 } R64.798 | R1,748,250
| 7ui-82° - Dec82 | 6| Ri4gg20| 10|  R205000 R123,200 | R27,805| R1,488,200
 Jan-83 - Jun-83 7| Rz3s.1s8 8 R325,000 R154,000 | R64,977| R1,905:500 |
' Jul-83 - Dec-83 8| R208188 '8 R265,000 | CRI35,000 | R41,275 | R1,665,500
Jan-84 - Jun-84 9| raussn 71  ra40,000 R150,000 | R6L579 | R1,509.000
| Ful-84 - Dec-84 10| R222500 2|  R293,000 RIS2,000 | R70.500 R445,000
Jan-85 - Jun-85 |. 11| R171.250 4]  Rra30000 |  RI145,000 ] R34,347 RG85,000
Ju-85 - Dec-85 | 12| RI52300 | 2|  R170000 R135,000 | R17,500 R305,000
Jan-86 - Jun-86 121 R184417 6]  R240000 R133,000 | R42,845 | R1,106,500
Jul-86' - Dec-86 14| R218049 13(  R350,000 K135000 | R68.816 | R2.834,640 {
Jan-87 - Yun-87 | 15| R227.000 5| R350,000 | R145,000 | R83.382] R1,135,000
Jul-87 - Dec-87 16| RI8SI125 - 8{ - R220,000 " R150,000 | R26.332 R1505,000 |
Jan-88 - Jun-88 17] R293,200 S| R420,000 'R244,000 | R64.455 | R1,466,000
Jul-88 - Dec-88 18| R285,000 { 9| ' R375.000 R205,000 | R62,361 | = R2,565,000
| 5a0-89 - Jun-89 19| R378,000 13|  RS550,000 | R220,000 | R94.252| R4.914,000
Jul-85 -Dec89{ . 201 R430467 15| R980,000  R240,000 | R179.823 { = R6457,000 |
| Jan-90 - Jun-90 21| R621.923 13 [ R1,400,000 | R240,000 { R323951 | R8o8s000 b
Jul-90 - Dec-90 22| R522273 11{ . R780000[ R315000 | R14694d { RS5,745,000 |
Jan-91 - Jup-91 | 23| - R609,685 | 16| R1,100,000 ©R345,000 | RI95,636 |  R9,755,000
ul-91 - Dec-81 | 24 {  R510,245 11§ R800,000 | - R300,000 | R169,917 {. RS5,612.700 [
Jan-92 - Jun-92 25 R540,500 4 R800,000 | ' R260,000 | R194,321 | R2,162,000 §
Jul-92 - Dec-92 26| RIGLI00 | 4}  R4s0,000 R286,000 | R63.378 | R1446,000
TQTALS 222 ' £69,200,795




Sample

- Sample | Amnualised | Bi-Annual | Cummmlative |Linear Correlation

. Correlated |

Perlod lntervsls Averages | Appreciation| Appreciation |Long Term Appreciation - _Values
[ Jans0 - suns0 1 wes2:al | RS . 1093
Jul-80 - Dec-80 | - 2|  Ri05.637 | 5.46%) 5.46%j Constant - “paez| . 18249
Jan-81.- Jun-81| 3] Riz5g61| - 2144%  2690%|SdBrrof YEst | 02183| - 2555%)
Yu-81 -DecBl | - 4| Ru4s28| 1483 - 4u73%RSquwed = 08638| 32.87%!
 Jan-82 - Jun82 | 51 RI0202] - - 17.83% © 59.56%|No. of Observations - 25 40.18%|
Tul-82 - Dec-82 | 61 Rimss|.  ome 60.29% Dogrees of Freedom -~ 23] 4749%
Jau-83 - Jur-83 7} R193504| - 1281%  73.00% D 54.81%)
Jul-83 - Dec-83 81 R223,188| . 1534% . 88M4%|X Coefficient(s) 0.0731{ -_sz;é%'.
1 Jan-84 - Jun-84 | ol Ro1L880( = -5.07% < 83.37%|Std Erzof Coef. - 00061 - 69.44%
| 7184 - Dect4) 10} R219036| - 338% . 86.75% o o - 76.75%).
| Jan-85 - yon85 | u | R19683| - -1012% = 76.63% 84.06%
| uiss pecss| . 12] miewsrs| - ar7ew| o seesw 9L.38%|
 Jan-86 - Yun-86 13| Ri6s4so| - 407%  6292% - 96.69%
Jul-86 - Dec-86 4] R20,233 1946% . . 82.38%) - 106.009%}
| Jan87 - Jun-87 | .15} R222525| 10.58%| . 9296% .. 113.32%)
| 587 - Decs7 | 16] R7563] 672 86.23%| 120.63%
* | Jan-88 - Jun-88 17} R240.663 | 15.95% 102.18% 127.94%
Tu-88 -Dec88 | 18] R289,000f  20.13% '122.31%‘-‘ 135.26%]
1 7a0-89 - Jun-89 19| R331,500 14.67% . 136.97% 14257%
 Jul-89 . Dec-89 20§ - R404.23¢ 21.94% 158.91% 149.89%
Jan-90 - Jun90{ 21| RS26195|  30.17% 189.08% 157.20%
- Jul-90 - Dee-90 221 ®SI2098] &MH 197.81:" 164.51%
Jao-91 - Jundi | 23| R565.981 1.07% 196.74 171.83%
Jul-91 - Dec-91 - 2] Rsso967 | -1,06% 195.63% 179.14%
Jan-92 - Jun92) . 25| Rms25373 618% 1895 186:45%|
| Ju92 - Dao-gé %] R451,000 - -1416% 175‘.34 - 193.771%|
TQTALS — . " | IS i EEEmE -_ — A"L Appreclatlonp.n. " 14.

Table 21 Llnksﬂeld (inc. Extenslon & Ridge) Capllsl Appreclaﬂon 1980-1992

_'I’hc reasons for the divergence is the mcrcased development activity, W1th _

_ prcdommantly upmarket cluster developments in exclusive areas targeted for the

afﬂucnt homchuycr

' Altimugh residential propemes have fetched unpresswe pnccs in this area, the

average property appreciation seems somewhat tentatwe and mﬂuenced by extemal' :

factors. During the 1981-1984 and the 1988 1991 penods, the market’ values

outperfonned the average apprecxatlon admirably, but durmg the remammg years,
per-fomance was below expectatlon. The reason could be that few transactions had .

taken place between 1980 and 1992 and any exterpal adjustmems could mﬂuence

this maarket- growﬂa trend suhstanually The appreclanon of residential properties in -

the short term secm unpredictable and risky but over the medium to long term show :

good growth potcntxal with favaurable returis.
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- 16.10 MELVILLE

Melville is an old establlshed area in Iohannesburg and is in the process of-_ o

..mdﬂrgomg substannal restoratlon Recenﬂy, Melville has changed from attrat.tmg |

- the lower fo mzddle mcomc earners o 2 slightly upmarket area, attracnng nnddle_ o

-mcomc earners as well as peoplc with celebnty statos. Reasons for the change in the

' _status of the hox mwners could be hecause of; accessnblhty to most major ccnters, '

tttactwe market values for ex1st1ng housmg, as we]] as the trendy amblance the _

- subuﬂb has to offer. As can be seen from anures 34 10 36, the maxket values hnve

shown 8 gradual divergence through the thlrteen years “This is justlﬁed by the ;

extens:ve renovatlom of exxstmg pmpertles as. well as the mcreased pmperty" _

"dc\relopment actmty that has taken place in Melvxlle.

Sample Sample_ Average ~ Noof Max - ‘Min STD | Total
Peried .- | Intervals | - Price Sales Value : Value ' Deviation Sales .
Jan-80 - Jun-80] 1| R43.508 251 RO - R33,500 | R6,050 | R1,002,990
Jul-80 - Dec-80 2| RS0SM| 33 R117,500 R32,500 | R14,852) R1,667,615
Jan-81 - Jun-81 31  R62020 .29 ROO000 [ - 'R45500] RILISS | R1,798,575
Jol-81 -Dec81f 4] RIOMT| 24 R120000 |  , R37,000 | R18451| RL426,738
Jan-82 . Jun-82 'S R67,125 | 16 R110000 | - R40,000 | R15381 | R1,074,000
Julg2 -DecB2| - 6| R7569 32 R130,000 | R42.500 | R22,148 | R2,422.270
Jan-83 - Jun-83 71 R93714 52 R165,000 | R60,000 | R222M |  R4,873,150
Jul-83 « Dec-83 81 R1NGSTL 14 R180,000 R65,000 | R28,602| RL492,000
Ten-84 - Jun-84 9| ‘RiORS19) 26|  RI161,000 | R70,000| R25,118| R2,821,500
Jul-84 - Dec-84 10{ R974s8| . 24| R175000 R55,000 | R2687° | R2,339,000
Jan-85 - Jun-85 | R96272 25|  RIS5000( RS5,000 | R24.561| R2,406,800
Jul-85 - Dec-85 12| -R9L650 15 R141,000 R69,000 | R23,259 |  R1,375350°
Jan-86 - Jun-86 13| - R90474 4 R143,000 | R62,000 | Ri9442 | R3,076,100
Jul-36 - Dec-86 14 R86,567 33 R122,500 - R63000| RAGS47| R2,856,700
Jan-87 - Jun-87 151 R92,700 30|  R175000 R65,000 | R22474 | - R2,781,000
Jul-87 - Dec-87 16 R95,983 | 30(  R130,000 R63,000 | R1N238 | R2,879,500
Jen-88 - Jun-88 171 R136,042 48 R250,000  R85,000| R4L485 | R6,530,000
Jul-88 - Dec-88 8] Raze02)| 42 R250,000 |. 'R60,000 | R41,245 | RS5.447,500
Jan-89 - Jun-89 19| BR4r078| st R245,000 |-  R40,000 | R40,550 |  R7,195,000
Jul-89 - Dec-89 201  R161,944 45 | R263,000 | - R60,000 | R47,158 | = R7,287.500
Jan-90 - Yun-90 21} R178.520 49 RM0000 R69,000 | R§2,585 | R8,747,500
| 790 -Deev0| - 22| R190,029 S R420,000 | - R86,000 | R77,451| - R6,691,000
Jan-91 - Jun-91 23| R219,167 24 R355000{ = R115000 | R71,929 | Rs,260,000
Jul9l -Dec91| 24| R228955 |- 0 43| - R410,000 | R106.000 | R64,113 | . R9,845,000
Jan-92 - Jan-92 25| R2432M4 C 281 ReB5000( . R99.300| R94354 | R6,811,680
Jul92 -Deco2| 26| Ro4000) o A3} R37T.000 ~_R160,000 | R64,704 | R3,172,000
TOTALS = ' ' 818 | '- -' ' | Ri03,240,468

Table 22 Melville ; Summary of Record u[ Transfers 1980- 1992 _
' Page - 97




Sample Sampie | Annwalised | Bl-Annuai { Cummulative |Linear Correlatlon - Correlated |
{ Period - | Intervals | Averages | Apprecintion A.ppreelatlon 'Long.‘l'egrm Apprédntl'on Values
JJan-80 - yun80] . 1] R43608] o T T T

Jul-80 ‘- Dec-80 2} matom| . 7.04% _ 794%4Constam 04043 | 23.26%
Jan-81 - Jun-81 | 3| Rs6277|  1956%| < 27.50%(Std Errof YEst 0153 |

| 81 -pecst{ 4| RéOTM|  792% . 3542%/RSquared 0.9076

[ Jan-82 - Jun-82 | 5{ R63286]  420% . 39.62%|No.of Obsvations - 25

Jul-82 - Dec-82 6§ RmMa1}- _12_342 5246 Degreesoff"reedom 23

Jap-83 - Jun-83 7| Resq0s] - ise2% - 7L B

Jul-83 - Dec-83 8| - R100,143 18.23% == 89 '«m% XCoefﬁclent(s) 0.0642

Jan-84 . Jun-84 | 9| RI107,545  7.39% 96,69%|Std Brr.of Coef. - 0.0043 {.

Jol-84 - Dec-§¢ 10 Rw0z989) @ 424% | |

Jan-85 - Jun8S| - 11| R9686% ) -5'.95%(- '

hul-85 - Dec-85 12|  R93gBL|  -298% -

Jan-86 - Jun-86 13} Ro082 | -3.08%

Jul-86 - Dec-86 14} mess21| 2819

Jan-87 - Jun-87 15§ RBOSH 1.26%

| Rul-87 - Dec-87 | 16 R9M442 5.25%

Jan-88 - Tun-88 17 R116,013 22.97%

Jul-88 - Dec-88 18| R1872| 1453%

Jan-85 - Jun-89 | 19 ] RI135350 1.90%;

Jul-89 -DecB9{ 20 RISLSLL 11914

Jan-90 - Jun-90 C21t]  R1702%2 12.36%

Jul90 -Dec90 | 22 R184,275 8.25%

Jan-91 - Jun-91 23 R204,598 11,03

Jut91 - Dec91 | 24| r224,060 - 9.51% -

Jan-92 -~ Jun-92 25 | R235,114 5.38% |

Jul-92 - Dec92 2% R243'.63‘i_’ .3._1'9 - 185.16% _- . _
{roTaLs” | - - o) o o |AV.Apprecietiompa: T - 1283

Table 23, Melville Capital Appreelaﬂan 1980- 1992 '

Market values -h;we shown consistent growth, increasing from aronnd R43 000 in

11980 10 around R244 000 in 1992. This is a total appreciation of around 185% with |

an annual appreclatxon of 12.8%. Demand t‘or res:denual property in Mellville has |

been steady throughout the thxrwen years with a total of just over 300 transactlons

takmg place. Capltal apprecxanon over the short term seems slightly nsky‘, 4s any -

- external occurtence mﬂuences the performance substantxally, although the long term‘ ;

Page - 98

'appreclauon is continuous, generatmg mlatwely good returns.
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* 16.11 PARKMORE | o -
Located mthln the Sandton Maglstenal District, Parlunore has shown 1mpressrve

| "growthﬁ'omapamallydevelopedareatoan afﬂnentareamhxghdemand Th1s1 :

| subu:b atfracts the homebuyer Within the selected upper mcome groups. Flgure 37

" and 38. lltustrates the-market vaiues-- showmg sheady growth-even though somcwhat_ o

e"ranc durmg the 1990 1992 penod The growth trend has dwetged somewhat -
:durmg the thmeen years as home:s of modem demgn, as well as upmnrket cluster i

housmg,- were developed to- attract homebuyers in - the -hxgher mcome group

g catcgmes In the 1990'3 numerous property transactmns exceeded the R1,5 Million -
. mark sh:ftmg the avcrage market values substantlally durmg the respectlve time

_ mtervals
Sample | Sample | Average | . Noof Max . Min | 8TD Total
Period =~ | lntervals Pﬂee .|  Sales Valoe " Yalue Deviation | Sales
| Jen-80 - Jun-80 1} R14794{ = 17]  R225000 R62,000 | R46,046 | R1,951,500
| Jul-80 - Dec-80 2} R139355 | 38 R325,000 ~ R77.000| R46355| R5,295500
| 5an-81 - Jun-81 3| cmarerry 33| R2r0000|  ° R6670| R3S | R4s8s250
Jul-81 - Dec-81 | 4| R152250 28 R300,000 RIOD000| R45424 | R4,263,000
Jou-82 - Jun-82 5| Rissay 18| Rass000|. - R83000| Re7326) R2797,000
Jul-82 - Dec-82 6| Rigo219 | 26|  R320,000 R90.000 | R62335 { R4,685,700
Jin-33 - JunB3| - 7] R230IG4[ 25 R375000| . RS8,500) RS7.596 | RS,752,600
{ 5ul83 -Dece3| 8| RoIT68 | 38|  R483000 | R82,000 | R84,066 | R9,012400
1 Jan-84 . Tn-84 9| Ra1269| 26| Ress000{ - R103,000| R79,112] R6:273,000
Jul-84 - Dec-84 10| R250,043 | C21{  R465000 | - R115000 | R97,042 | RS5.250,908
Jan-85 - Jup-85 1] R264929( 211 . R3%0,000 RI65,000 | R64,487| R5,563,500
Jul-85 - Dec-8S | 12| R266520 25} R4S5,000 RI87,000 | R63,646 | R6,663,000
Jan86 - Jun86|  13] R236250 -~ 26 - RSO0000 [ - . R120,000 | R88395 | - RG142,500
| Jui-86 - Dec-86 14| RATM4| 21| R60OO00| ¢ ROX000 | RIGZGE51| R4,992,000
Jan-87 - Jun-B7 15|  R249,587 | | 23] R464,000 | RU3,000 | R87.248 | RS, 740500
Jul-87 - Dec-87 | 16| . R276.081 27| + R6300|  RI10000 [ R9BA49| R7.454,200
Tan:88 - Jum88 | 17| - R3s8,500 28 RE25.000 {©  RI137,000 | R156,142 | R10,038,000
 Jul-88 - Dec-88 ~i8| mAzass| 0 32{ - R700000| - . R250,000 | R93848 | R13,188,000
Jan-89 - JunR®| 19| R456,500 43{  R960,000| . RI37,000 | R192,117 | R19,629,519
Jul-89 ~ Dec-89 20] Resiaa8] @ R960,750 | ~ R141,500 | R179,320 | R17,606479
Jan-90 - Jun-90 ) 21| R660.855 © 43} RLSS0000| - . RI142,000 | R307,180 |  R28,416,750
Jul90 - DecSd 22| messrso| . 36} RL266000 | R156.000 | R287,940:| RI3,967,000
Jan91 - Jun-91 23] Red261l 61} RLSBH00| R140,000 | R266,559 | R25,208,500
Jul9l -Dec91{ . 24| R73%84| - 32| RL800,000 . RI70,000 | R364516 | R23,45%,000
| Jan-92 - Jun-92 25| wme7s220] 0 24| R1250000( - R240.000 | R250,299 | R13,805,500 |
Ju-2 cDecs2| 26|  Re7200] 15| RL4U0000 R250,000 | R331,493 | R10,081,500
|voras 66 - R nm,sis,zns

Table 24‘ Parkmore : Summary of Reeord ot' ’l‘ransl‘ers 1980-1992
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Sample Sample | Annuslised | Bi-Annual ‘| Cummulative {Linear Correlation
- Perlind Intervals | Aversges | Appreciation | Appredation |Long Term Appreclation
Jan-80 - Jun-80 { 1] Ru4m4L - o _
} Jul-80 - Dec-80 | 2] R127075 - 10.70%{Constant . : -0.0302
|Jan8t - Jmer} 0 3| 140,666 | 2139%]5td Err of Y Est 01728
Jul-81 - Dec-81 | 4] R147114 ' 25.98%(R Squared - 0.0008
{ Jan-82 - Jun-82 | 51 R153820 . 30.54%|No. of Observations 7RI
Jul-82 - Dec-82 6| R167,804 39.63% Degrees chreedom' o2l
| Jan-83 - Jun-83 | 7% R205,162 ; R
Jul-83. - Dec-83 | 8| R293,6% . 77%XCoefﬁclent(s) Capoeo7 |
{Janss - an84{ 9} R239219] 78,16%)Std Err of Coef. _'0.005_1-._ :
Rl-84 - Dec-84 | 10| R245.656 | |
Jan-85 - Jun85 | - 11| - R257486
1 5185 - Dec8s 12| RassTS| - 8886%
Jan-86 - Jun-86 13| R25138S1 © 83.47%)
Yul-86 - Dec-86 14|  R2369821 T1.14%
 Jan-87 - Jun-87 | 15 R243651). 80.55%
Jul-87 - Dec-87 16 | - R262,834 . 88.43%
Jan-88 - Jun88] . 17| R317.291 -~ 10014
Jul-88 - Dec-88 | 18|  R385313 130.58%
Jan-89 - Jun-89 19]  R434313 143.30%
Jul-89 - Dec-89 20| R453974 147.83%)
Jan-90 - Fun-90 21|  RSS6,152 170.33%
Jui-90 - Dec-90 22| R663,303 - 189.60%
Jan91 - JunS1] 23| R539.506. 170.94%
Tul-91 - Decdl | sl R573.053 177.16%
| 3an92 - Fun92 25| R654,037 191.29%
Jul-92 D‘ec-92 2% R623.665 186.64%| e :
TOTALS R B Ccal U AV, Apprectationcpaa:

Table 25. Parkmore : Capital Appredntion 19&0-1992

The market valaes have increased from arsund R115 000 in 1980 to around R730
000 in 1991 and thereafter declined to around  R670 000 in 1992. The capital
appreciation. has shown an imyréssiize growth of around 190% with an average
am‘ma'l' appreciation of around 15%, although, “us seen from .Figur_e 39. thgj
annualised appreciation tends to be somewhat erratic. Appreciation between 1982-
1985 and 1987-1990 has- shiown "snbstz'intial appreciation but has underperformed
during the remammg years. The demand for property in the Parkmore area remains

' good with aromd 760 transactxons taking place dunng the thirteen years. Demand

for property is- resshent to external mﬂuencc as can be seen by the uumber of

property trausactmns that have taken place over thlrteen years,.
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16,12 PARKTOWN NORTH
: __Parktown North isa well cstabhshed area m Iohanmsburg and is m the process of
 change. Parkiown North has rocently changed from an area atracting middlc
) mccmus earners to Qslighﬂy. upmarket afea .as well ‘aftracting devglo;ﬁeré as the

potential .for-cbmmamial developments. increases. Reasons fdr_.thc change in the
'_status of the residential 'prbpefties cbufd be the accesSibility to most majm-' centers

. a8 Well as the close pmxumty to hxghWa}fs. As can be seen fmm anure 40 and 41.

_market values ha\ie shown a gradual d;vergence throughout the thu'teen yeam Tlus

L could be attnbuted to properhes 111 close proximity 1o exlstmg commercml o

developments mcreasmg in value as the patcnnal for rczonmg mcreases

Sample i Sample | Average | . Noof | . Max | Min | STD

. Tetal
Perlod | Intervals Price Sales “Valme |- valwe | Deviatton|  Gales
{ Jan-80 - Jun-80 [ 1] R66,784 |. 22| . R104,000 | R46,000 | R16610| R1,469,250
1§ Jul-80 - Dec-80 2{  R79,920 57 R£35,000 . 'm;?,uoo | R20488 { R4,555.450
| Jan-81 - Jup-BL | 3§ . RI3605 | 38|  R140,000 ~ RS5000{ ROD,144 | R3,557.000
ful-81 - Dec-81 4! Rosassr| 34|  R165000 R57.600 | R25,846 | - - R3,280,350
Jan82 - Jun-82] 5| R109,163 19  R167,250 R60,000 | R30,614 |  R2,074,100
Jul-82 -~ Dec82 |- 6| r2v134] 281 Ra00000 ) R65,000 | R29,116 | R3,351,750
| Jan-83 - Jun-83 7| R136,067 411 R245,000 - R62,250 | R37,096 | RS5,578,750
Jul-83 - Dec-83 8| R1420841 371 . R255,000  R72,000 | R40S9L|[ RS5257,100
Jan-84 - Jup-84 gl Ri54,063 40 R300,000 R82,000 | R45,623 | R6,162,500
{ Jui-84 -Dec84{ . 10| RI43603} . . 29| RI0000 - R90,000| R32575 | R4,164,500
Jan-85 - Jun-85 11| Ri3878 K1 R380,000 ' RS0,000 | -R56934 |  R4,718,800
Jul-85 - Dec-85 | 12} R128,827 ) 37 R200,000] - R75000| R3DO7L| R4,766,600
Jan-86 - Jun-86 13]  R136,664 | 41| R2s0000]  R76514| R39557] Rs603222
Jul-86 - Dec-86 | 14} Rwizar| 0 3 R270,000 R74,000 | R46,950| RS5.221,600
| J20-87 - Jun-87 15] Ri38865]° 50|  Raso000 . R74000 | Ra1494| R6943250
Jul-87 - Dec-87 | 16| Ri57.235 | o R275,000 R75,000 | ‘RAG77F| R6,132.148
Jan88 - un-88 | 17| 'Riss762| | 42{ - R385000% RI10,000 { R61539 | R6,222,000
Jul-88 - Dec-88 18] RISL6SE 45 {  Rezso00]| R80,000 | R6S,028 | R8,624,500
Jaun-89 - Jun-89 19|  R225.082 © 55)  R47s000 | R95,000 | R82,567 | R12;379.500
| Jul-89 - Dec-89 20} R241,898 44 R605,000 | - R135000 | R8L78L| RI0,640,500
Jan-90 - Jun-90 | 21] R291968 | 57| R665,000 " R130,000 | R107,586 | R16,642,200
90 -Dec9d | 22} R2868061 . 49| Re9s00| - RI20000 | R99,173| R14,053500
Jan-9i - Jum 91| © - 23] R307.250 @ |  R65D,000 ' R130,000 | R106,272 | R12,597.250
1 191 - Dec91]| 241 R33es8{ 38 R5650001  R145,000 | R114.346 | R12,603,000
13092 - Jun-92 251 R349818| - A{  R700000{  R180,000 | R105803 { R11,544,000
1 Jul-92 - Dec-92 26 | NOINFO N - ' N S
TOTALS - . - 988 | RuS0,185820

‘Fable 26, Parkl‘.nwn North: Summary ot' Recurd of Trausfers 1980-1992
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Sample . | Sample | Aungalised | Bl-Ammual | Cummmlative {Linear Correlation _
Perlod. | Intervals | Aversges | Avprediation| Appreciation |Long Term Appreclation
jJec80 - Jun0 | 1. ResmA| - - I 1 ]
| 7u-80 - Dec-g0 | 2| R732|  983% . 9.83%Constart 01144 |
Jan-81 - Jun-81| 3| REETER| % 28.1209|Std Bex of ¥ Est 0.1338
Jul-81 - Dec-81 “&4f  RY5M3 3766%R Squared © - 0944 |
Jan-82 - Jun-82 5| R102822 45.35 %{No. of Observations .24 |
' Jul-82 - Dec-82 6. RUSHO[ , ST85% Degrees of Freedom ~ 22
] Yan-83 - Jung3 | 71 Rimgor| eosa - . . .
| 7183 - Dec-83 8l Rizms 77.66%| X Coefficient(s) =~ 0.0605 |
Jan-84 - 84| . 9§ Rusom| BA13%SW Brrof Coef. - 00089 |
Juig4 -Dec84 | 10| R148833| 84.64% - : -
 Jan-85 - Jun-85 11| RI41,196 79.51%
| Tul-85 - Dec8s 12} R133808 74.28%
I3an8s - Jm8s| 13} R132%6 T3.49%
Jul86 -DecB6| 14| RIIT0I8]| 76.72%
Jan-87 - n87 .  15] Rissa3s| 77.52%
§ Jul-87 - Dec87 16] R148,050 | £4.70% 8.
| Jen88 - Jums8 ! 17] R176499 | 103.919% 114.30%|
Tul-88 - Dec-88 187 R193709( 113,66 . 12035%
Jan-89 - Jun-89 19}  Raogase| 121.23  12640%
 Jul89 -Dee89 | 20§, R233400( 13329 . 12245%
Jan90 - Jus-90 | - 21| R266933 147.61% 138,509
Jul90 -Dec-90) 227 R285,387 156.42%] o 144.55%)
§ Yan-91 - Jun-S1 231  R297.028 158.66%] “150.60%)
Ful-91 - Dect 2] TRI9A54 ] 166.21%} 156.66%)
Ja0-92 - Jup-52 | 25| R340,738 172.38%' ' 162.71%)|
Jul-92 - Deo-92 261 _ 168.76%
lroTALs IR N B B SN T2 Appredaﬂonp.a- ..... Y u.lﬂﬂ

Table 27. l’arktu\m Nurlh. Capltal Appredatiun 1980-1992

_In a_ddition, restoration of exiéting “housing carmar_ked_ fdr @fﬁoe. use tends to
increases the market vahie of these .propertie's The.average market vailués"h'ave'
increased from arcund - R67 000 in 1980 to around R350 000 in 1992 ‘The caplta! 3
appreciation has shown an impressive growth: of around 173% w1ﬂ1 an average.
annual apprccmtxon of around 12%, althuugh as seen from Flgure 42. the_
_ 'ammahsed apprec:atton tends 1o be somewhat erratic. 1982—1985 and 1987-1992
. have shown substam:ml apprec:atlon that could contmue in years to come as

'commercial sprawl‘ continues to capture the Parktown North market.
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FIGURE 41.

~ TRANSACTION VALUES (Rands)
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| _'16 13 WESTCLIFF . S
. This suburb, located i i the Iohannesburg Maglstenal district s a well establlshed
| affluent area. Westcllff has shown good growth throughout thc thlrteen year penod

' '.establxshed homes, have created an upper market mche aoces51ble to a small pornon |

The physmal attnbutes of the properues, namely, s1zes of erven as we]l large

of .the homebuyers market. Westchff has sho% a rather emtlc growth trend,

| ,appmclatmg substantlally 111 oertam txme penods and declmmg in others, Thc o

 market values have shown an mcrease from around R118 000 in 1980 to- market 3
‘galues in excess of R650 000 in early 1992 beforc dcclmmg to around R450 000 in

the latter part of 1992, As ﬂlustraiaed m Figure 43 and 44., market values ‘have

o shown an mcreamng devxauon from the average values w1th propertles bemg sold in
- e.xcess of R900 000 between 1988 and 1992 period.

Sample

Sampls Average | Min

Table 28, Westcliff : Summnry of Renord ol‘ Transfers 1980-1992

Noof Max [ . 8TD |  Total
Perlod - - Intervals - Price Sales _Vo!ﬁe _ ' - Value Deviation | Sales
 Jan-80 - Jun-80 1| k1843 | 8|  Ri50,000 R85,000 | R19277| - R947,500 |
{ Jul-80 - Dec-80 2] R138,030 5 R179,150 "R110,000 | R25236|  R690,150
| Jan-81 - Jun-81 3| Rr62731 13| RM5000 ~ R98,000 | R62282| R2,115,500
Jal-81 - Dec-81 4] wri7res7| 7 R240,000 ~ R104,000 | R45,019|  R1.245,000 |
 Jan-82 - Jun-82 | 5| Ri37500 3 R177,:500 | R110,000 | R28,940 R412,500
Jul-82 - Dec-82 6] R201250 [NOINFO |NOINFO  |NOINFO ' |NO INFO |[NO INFO
Jan-83 - Jun-830 7| R265000| 91  Rs0D,000 R145.000 | R114,988 [ R2,385,000
Jul-83 - Dec-83 8| Rivz000 3|  R198,000 R180,000 | R8485 | - RS76,000
| 3an-84 - Jun-g4 9| RosresT| 7 RA430,000 RI175000 | R82,189| R1.833,000 |
Yul-84 - Dec-84 | 10] R275.000 3 R325,000 R200,000' | R54,006|  R825,000
Jan-85 © Yun-85 17 {  R254,400 5 R315,000 R205,000 | R42580 | R1,272,000
Jul:85 - Dec-8s | 12 | - R232.818 8|  Ra35,000 R160,000 { R56,307 | R1,862.545
Jan-86 - Jun-86 13| Rr27250 | 4 R300,000 R220,000 | R31,744 R989,000
Jul-86 ~ Dec-86 14} R286015 13  R525,200 'RI151,000 { R102,089 { - R3,718,200
Jau-87 - Jun-87 15 | R374,000 5(  R700,000 R210,000 | R195,202 [  RLB70,000
Jul-87 - Dec-87 16| R309,167 6|  Re50,000 R190,000 | R97.486 | R1,855,000
Jan-8§ - Jun-88 17] R266667 | 3| R280,000 R260,000 | R9428 R800,000
Jul-88 - Dec-88 18] R389091 | 1 R600,000 'R215,000 | R11,127 | - R4,280,000
Jan-89 - Jun-89 19| R608,000 4} RO50,000 | R315,000 | R254.685 |  R2.432,000
Jul-89 - Dec-89 20| RS47.500 -8 R735,000 R350,000 | R127.328 |  R4,380,000
JanS0 - Jun-90 21| Rss8,827 71 RL190,000 R315,000 | R281,183 | R3.911,788
| 5u1-90 - Dec-90 22§ RS96,111 9 R840,000 | R300,000 | R209.865 |  RS,365,000
Jan-91 - Jun-] 23|  R625,000 | ‘8|  Ro7s.000 R340,000 | R216131 |  RS,000,000
Jui91 - Dec-9l 24 | RS4T500 8 R930,000 © R400,000 | R172446'|  R4,380,000 |
Jan-92 - hm-92] 25| R696111 9] R1000000 R385,000 | R178991 | R6,265.00
Jul-92 - Dec92 - 26 a«tss,aon' 2 R$35,000 R375,900 | R80,000|  RS10,000
[rOTALS | 1 168 .| R60,320,183

T T W T e p—




Perlod | Intervals | Averages | Appreciation| Appreclation |Long Term Appreclation Values

| Jan-80 - Jun-80 | 1] R118438 | AR o o 1 . 7.58%|
Jul-80 - Dec-80 2| Rizsam} - 8219 8.27%|Constant - - -0.0020 | 15.449%)

| dan-8L - Jun-81 3| mis0381 |  2554% St Errof YEst - . 01552 23.30%]|

] 181 - Dec81 4} R170294 3878%RSquared - - 09355}  3L17%
Jan-82 - Jun-82 5|  Ris767 © 3138%No.of Obsetvations .~ 25| - 39.09%
Jul-82 - Dec-82 6| Rus9sTS | 38.79%)| Degrees ofFre.edom 23 46.90%|
Jan83 . JumB3| - 71 R23135( 76.43%] L sa6%

| Jul-83 - Dec-83 [ 8] R228,500 1445% XCoeffment(s) C0OM6{ - - 6263%

© {Jan-84 - Fun-84 9| Rassz| 73.76%|SwW Exrof Coef, - - 00043 | - 70.49%]
Jul-84 - Dec-84 10 R268429 - 92.05%) | | 78B.36%|"
© | San-85 - Jun-85 1] R264700 |  90.66% 86,229

 Jul-85 - Dec8S 12| R243.609  82.69% 94.00%}
Jan-86 - Jun-86 13§ R240,034 | - 81.22% 101.95°
Jul-86 - Dec-86 14]  R266.633 | 9230% 109.81
Fan-87 - Jom87| . 15| . R330,008 116,07% 117.68%
Jul-87 -Dec87 | 16 . R341,584 | 119.58% | 125.54%)

| Jan-88 - Jun-88 17| R287.917 103.87%  13341%
Jul-88 - Dec8 18| R327.879 117.75% 141.27%]
Jan-89 - Jun-89 19| R498,546 169.80% o 149.149%)|
Jul-89 - Dec-89 20| RSTRIS0L 185.69% L 157.00%
Jan-90 - Jun-90 21| RS53,164 18143 164.8‘?%
{ Jul-90 - Dee-0 | 221 RSTIAG 185.83% . 172.73%|
Jan-51 - Jun-01 | 23| R610,556 191.56% 180.59%]
Jul-91 - Dec-91 24| RS586,250 187.58% - 188.46¢
Jan-92 . - Jun-92 251 Re21.806 | 193.64 19632
'iul 9 Dec92| 2] RSTSS5 -1 186.20 204.19%

Sample Sample } Annualised | Bi-Annual | Cummaulative |Linear Correfation

Correlated

Table 29. 'Westcllff Capltnl Appreelatlnn 19“-1992

| The cause of the dwcrgence in market values can he attnbuted o mcreaSed demand

.for residential properncs in affluent areas that are in close proxmnty to the CBD of -

" Johannesburg and Sandton, as well as easy access -to major centers and hxghways.
Capltal appreciation as seen from ﬂgure 45, has shown unpresswc growth,

increasing by around 190% throughout the thirteen years, with an a:muahsed-'

increase of app_rnxunatgly_ 15.7_%. The percentage caplta.l appreciation outperforms

the average appreciation on num'érous occasions duriﬁg 1982—1983 as well as 1988-_

1991 but seems unpredlctable as the annual appreczatlon is erratic. Th;s can be

attnbuted to few transactmns taking place on an annual basis and depcndmg on the o

properties sold, could mﬂuence the average market values substantlally Although o

capltal appreclatxon is unpredlctable in the short tcnn gmmh over the long term is -

' unpre_sswe _
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. 17. CONCLUSIONS

~ Each sutrarb roseamhod shows d:snm:t characterxstxcs regardmg style, ﬁmotional |
R uttllty and locatlotl that makes it successﬁ.ll Economic mdlcators present in the

- market, mﬂuence the property market to a certam extent The suburbs rcsearched in
~ this report will now be camgonaed S0 as to compane each sample group to the
MACcro. oconamlc mﬂicators to i .asosa the lmpact these lndlcators have on the.

property marker In addmon the cap:tal appreclauon in these res:dentral properues. '

 will be compared to retumns obtamcd from properw unit ttusts

The sample suburbs are categonsed according to their stafus, market valuss, and

capital approcxanon generated durmg the past. thirteen . years ‘The. followmg' |
' .categorles are analysed to detem:me the correlation between property values and
| mAacro economic indicators mcludmg propeny tmsts

Category 1. Remdcnt:al Propemes

‘Ihese suburbs comprise of Bezutdenhout Valley that is a  lower to middle income
area, Blatrgownc, Cynldene and Emmarent:a that are estabhshed middie ‘income

areas, and Falrlands that isa relatxvcly new middle income area.

© Category 2. Residential Properties in Melville and Parktown North have beem =

mﬂuenced by demand from a dlfforent sector in the home buyers market and are

_cate, “'orlsed separately

Category 3. Remdemral Properues :
Bryanaton, Dunkeld Houghton, Lmksﬁelri Parkmore and Westchff are all nnddle
to upperclass income areas attractmg the mono afﬂuent homebuyer

During the period 1980-1984 market values showed a steady growth in all suburbs.

Following the noticeable decline in the business .cy_cle during 1984-1986, the market
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¢ values for ﬁfoperﬁes, | decreased in all sample areas, wnhthe éxoeption__o_f |
Bryansm' Bryanston was the only subrb that did nol show any decrease in mket- g
N values, showmg resﬂlenceto any extemal mﬂuence Flgures 46, and 47 ﬂlustmnng B

'lower to mlddie mcome arsas, do. not show & substaulml declme in mnrket values |

: durmg the 1984-1986 economm slump, but market values in more afﬂuent areas o
such as Dunkeld, Lmksfield and Parkmore were adverse[y affected by the declme -

_ _.m lthe busmcss cyeles shown mPlgure 48 Anupsmng m the busmess oycle, that L

N pcaked around the end ot‘ 1989 when economlc growth was at its 0pt1mum, shoWed
" substantial growth in market values Tins is predominant in the more affluent areas

| _ where all the upmarkct suburbs responded admuably 1o the upturmn 111 the economy -
Thereafner the economlc growth waned until the end of 1992 which has created B

uneettamty i the property market predonm‘lantl},r in afﬂuent areas. Market vahles '
s tentled to be erratic and w;tbout any dmectlon During the same t:me penod market _
 values in the lower to nuddle income areas showed a steady increase wzth minor

_ .'undulatlons being encountered in the mlddle income subu:bs

The busmess cycle does not appear 1*o have bottom out yet as it is still contmumg
- with its declme which hegan in 1989 The market values, predommanﬂy in the
: _ upper income areas, will be greatly affected by this doanard trend, generaung

uncertamty in mvestors mmds as well as makmg the property market unpred.lctable .

and very nsky

' 'I‘lwre seems to be a Very close correlation between  business cyole and the
- sensitivity of property values. Property values in uppermarket suburbs are sensmve

to any chasge in the busmess cycle, but middle to lower income areas seem tobe

- more resnhent to any extemal mﬂuence dxctated by the economy
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: The Business Co:ifidende .Indéx introduced by SACOB during 1986 .' givés- a good
_ mdxcatmn of movements in the res:dentlal property market The future of the
residential propexty market is dependant on buancss conﬁdence 111 the, economy As"
'busumss conﬂdence is stlll-m decline; market values show erratic growth patterns. If
confidcncc contmues m declme m years 10 come demand for res:dennal property _

wiil decraases sngmficantly as uncertamty regardmg retums mcreases

‘Growth in the residential market has shown a ‘declining trend during the early
1990 8 prédominantly in the R300 000 and upwards pﬁcing-category Investors are
uncertaan about the canﬁdence in the pmperty market and have rather invested in

commodmes more liguid in nature.

_Dunng the years of ecoromic Guifine and - apprehcnsmn amongst pmperty
B mveswrs, mortgage rates began to decline (as is xllustrated in Flgures 46 to 48 ) in
 order to sfiifate the property market. The inflation rate increased during the same |
time period a_s.a result nf’ the eéom:nhy being injected with 'cash'. cfeating mare_
affordable conditions for the prospective .. hamcbuyérs. Usually, the inflation cycle
and the morigage cyéle are {).11 of phsise with éach 6ther as ilIuStrat_ed during 1980—-
1989. An unusual trend to nété' is during the late 80's and early 90's, as the |
business cycle declinecf, morigage fales as well as the inflation rac declined and in
so doing created a lucrative envii'qmﬁnt to stimulate growth in the property market.

With the exﬁeption of the 1990-1992 period, there is 2 relatively goog correlation
between the mortgage cycle and growth encounten in the resictential yYOpeLty
market, In addition, there is an inverse corzelation bcthen the mﬂatxon cycle and
- the growth patterns in the residential property market. The uppermarkct areas have

shown a sensitive response to the fluctuation 1 ‘the mortg'agé:' and ‘inflation 1ates.




Durmg the 1990-1992 period the lack -of mvestors conﬁdenoe has heen dommam :
and therefore demandmproperty hasWaned o '

Dunng the 1990 1992 penod wnth the decreasmg mﬂatron and mortgage rates |

: 'mvestors have not reacted vigorausly to the increased mcentwe as the lael.'. of .' R

eonfidence is promment, and this has atmbuted to the depreSsed demand_ o

- encountered in the property market

_ Property Umt Trusts (PUT‘s) have in general under performed most a..tematlve_'
mvestments from mvestmg in fixed property to the capltal and ‘money markets
llsted on. the JSE Growth earnings of the PUT 5 have been adversely affected by :
the slugglsh economy and lack of confidence, especlally over ‘the last two years

dunng whrch the property markets have been in decline. The property market has |
. under performed relative to the ﬁr_ianc:al and industria! markets. This is h:ghllghted_
| i the folloWillg table of .'JSE- Acﬁteaﬁes Indices’ where the PUT‘s currerit indices
 are wrading below its October 1987 pre-crash level while the Financial and Industrial

Indices have more than doubled during the same time period.

JSE ACTUARIES INDICES

Oct Nov. - %

1987 S 1992 - Change
PUT Sector 171 | 151 - 24
Industrial Index 2264 C 4 +83 .

Financial Index 1569 3007 - +92

..PUT's have been dowmated over the previous few years despite the steady
' app_reexatlon of the share and ‘the increased dlmdend- yields realized. Howevcr the
growth in the sl = puce has been substantlally lower ‘than that of the ﬁnancxal and
industrial sectors during the previous 12 year period. Between 1980—1992 the PUT
| share pm.es appreciated- by around 8.9% and 13.6% for the financial and mdustnal

sectors.
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| As-itlus&a:ed in figure 6. the downrating of the PUT's has resulted in dividend
o ylelds being mcreased as an mcentwe to attract potentla} mvestors as the share price
of PUT's waned N

PUT's not only under perfomad relatlve to the equlty rnarket, but also relanve to' '
the mﬂaan Tate. The annugl rate of retmn (mcludlng both appreclation and

- dividend yleld) for PUT's is approxunately 10, 2% for the 1980-1992 penod Whlie ﬁ

) the mﬂatlon rate ‘has averaged around 13% to 15%. The ﬁnanmal and mdustnal
' mdex Dt ﬂed an impressive 32.1 % for the correspondmg tlme permd

N In companng the PUT‘s perfonnance to that of the resrdennal property markct only .

the capltal appreciation Df both entities wﬁl be compared as the rental opponumtxcs -

for rcsrdentra} mvesunents have not been consuiered in thrs rcport

" The arerage annial appreéihticm for the individual- samiple suburbs are as follows :

CATEGORY 1. _ : : -
~ - Blairgowrie -~ . . 1019 %

Bezuidenhout valley : _ : 10.32 %
Cyrildene o 1077 %
Emmarentia and Extl. - : o 10.86 %
Fairlands = 12714 %
Parktown North : : L 12.10 %
Melville = I _ 12.83 %

CATEGQBX 3. ' o ' -
Bryanston Proper - O 1097%
Linksfield, Ridge and Ext s - 1463 %
Houghton Proper and Estates - S 1530%
Parkmore o 14.98 %
Westcliff inc Ext's o L 15.73 %
Dunkeld - o . : 19.66 %

On the basis of capltal appreclatron the remdent:al propel‘ty market has ont
perfonned the PUT's in ali. sample areas researched The caprtal appieciation has
- varied from an average of 10 19% p.a. for Bla:rgowne to 19 66% p. a for
: ‘_mke!_d i
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An investor must assess his aiternatwe mvestmcnts carefully as botn mvestment

o opportumtlos have ad\rantages as well as dxsadvantages

Alﬂmugh the appreclatlon of the PUT's has underoerformed relatwc o me'_ .

o resndennal property market; thoy are far more l:qmd in pature and ‘easter to

R aduumster In addmon, tax unphcatlons must be revnewod to obtam the maximum .

o beneﬂt from the mvostment Invyestor's st welgh up all pro’ s and con's 50:a8 to

.opuxmse his mvestment regardmg both fixed assets and. unit trusts

| 'Under prescnt ecanomic condmon" Jith the doclme in busmess conﬂdence as well

as hlgh mﬂanon and mortgage rates, mVestors are temptod o invest in fixed

property, but apprehenswe about the future prospocts Investors need to optmnse |

their portfohos relative to the risk they are prepared to accept They noed to gear
their portfohos, regardmg PUT's and remdential property in order 0 dlstribute the .
'. rlsk and obtmn more conservanve Teturns. Investors neod to take cogniy: m:e of tth:
fact that mvestmg in residentiat propcrty undcr present coudmons, could ﬁnd
dlfﬁculty in the reselling of fixed property in the futurc On the other hand
mvestmg in PUT's is nsky in that stock - pnces have docreased and only the_

optlmxstxc investors would be prepare to speculate or even gamble.
18. FUTURE OUTLOOK FOR RESIDENTIAL PROPERT

The Rosidénﬁal_ 'markcf_-could be on the verge of ‘an economic recoverjr. The
moﬁgage rates and inflation rates are on a-'dowmﬁard trend and this .shou_ld stimulate
the property market's recdvery H'ousing supply in certain arcas of t‘he greater i
Johannesburg Metropolltan area is in under supply and demand for housmg within
cstabhshed areas is on the increase. Urbamsatlon within ma_}or metropohtau areas

will see an increase of informal settlements ﬂounshmg and, depending on where
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these are eazmarked, could mﬂuenoe the formal market in the i:mnedmte- )

"---surrmmdmgareas S

| "Due to the changmg polmcal dlspensatlon, a substanual merease in commumty_' |

development envxsaged If town plamung pnnclples are enforced on the influx of o

mformel honsmg, and improved transport faclhues and amenities are fac:l:tated for -
Jow-cost - -housn_ng and squatter - developments - - these settlements - should not
: ﬁeceSSar_in. effect the ptope‘ny values in the formal market place. -

g 'Notwnthsiandmg these faets, theé fack of business conﬁdence m the economy as well

as- unceﬁamty in the South Afncan future, have had a telling nmpact on the upswing |

~ in the property market.

The residential pmpény market. will in futore be focused on serving a rapidly
_ urbemsmg "Black. mformal population’, an mcreasmg Black, Colov"':d and Asian -
lower to mxddle income market as well as an increasing, more afﬂuent, Black '
Coloured and Asian market, that c_ould capitalise on the waning demand left by

whites in the established affluent areas.

Although house., in the R600 000 plus category. haVe been purchased in areas such :
as Dunkeld, Houghton aod Parkmore, ‘demand for such housmg has decreased
substantially. There se_ems to be_an oversupply of housing in this price range and

competition for the fewer purchases is fierce.

The reSidenIial markct 1s "etill showihg a reletiv;'eiy strong demand for mofe
: _affordable housmg and as a result of the lowered interest rateS. the decline in the
' mﬂatlon rate, as well as the fact that a large sector of the suppressed populatnon has
) been empowered with the ablh_ty to purchase residential property in all -areas..
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_affordablc housmg is now in reach of a lzrger segmcnt o the home buyerg market S

' whxch i:ould have a pnsmve mpact on thc ras:dentml propeﬂy mdusn'y

Polmcal soclal and economec factors remam lmrcso]ved and uniess they ae

addressed. and business- confidence is restored the property market will remain
stagnant or even declme still fu.rther -

s 'Hlstory hs_ shown that only the coustries entenng a new po’ntu.al transmon penod .

- -with & growmg cconomy and both pohticnl and SOClal stablhty, _can aclnevc a

successful transmon into a new democmnc society. If the oppomte SCERArio occurs

where the economy s in declme and poimcal mstablhty is rife; soclallsm and

'_'mamanagemem of the economy wilt flounsh resulting in a downward splral and the - o
. related potential theeat of dnctonal e talcmg South Afnca and its enormous

patentlal back to the muidle ages
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