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3 things we didn‟t know 
about the Gap market 

1. It is the largest market in South 

Africa, with the most people and 

the most properties 

2. Volume + value: things are starting 

to change 

3. Lenders are active, and not the 

ones you expect 

 
How do we maximise the opportunities of 
this emerging market?   

What can the state do to help the process 
along? 
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3 things we didn‟t know 
about the Gap market 

1.  It is the largest market in South 
Africa, with the most people and 

the most properties 
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The GAP market is actually all those who cannot 
easily access affordable housing - that is, 
where supply doesn‟t match demand 

Monthly household income distribution (Income & 

Expenditure Survey 2005/06)
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A definition 

Gap market: 

•  areas where average value <R500 000 

•  properties where current value <R500 000 

•  includes subsidy market  

•  affordable to 88.14% of the population 

‘Regular’ market: 

•  areas where average value >R500 000 

•  properties where current value >R500 000 

•  focus of most press reporting  

•  affordable to 11.86% of the population 



6 Market size. The majority (58%) of properties in 
SA are worth less than R500 000 each. 

Of almost 6 million residential properties on the Deeds Registry, 3.5 million 

are valued at less than R500 000.  One million of these are in Gauteng.  

The Free State has the highest ratio of gap market to „regular‟ market 

housing, with 83% of its properties worth less than R500 000 each. 

GAP vs. "Regular" market properties by province: all residential properties
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7 Market shape. Think about areas and properties.  We have 
areas where the average price is < R500 000, and we have 
properties that last sold for < R500 000 in „regular‟ areas. 

There are almost 3 000 suburbs in South Africa which saw some 

level of transaction activity in the last three years where the 

average transaction value was less than R500 000.   



8 
Market shape. Think about areas and properties.  We 
have areas where the average price is < R500 000, and 
properties that last sold for < R500 000. 

In 2009, almost 8 500 properties in „regular‟ market areas sold 

for less than R500 000.  These could include raw land, or 

subsidised properties in integrated areas.  

Fairview, Nelson Mandela Metropole  

Erf size: 817m2 

Purchase date: 2009-11-02 

Purchase price: R200 000 



9 Market shape. Areas are not uniform in value: some Gap 
market areas have properties costing more than R500 000; 
some „regular‟ market areas have properties costing less. 

“Unclassified” properties are those in areas where there is minimal or no transaction 

activity between individuals, and existing transactions are not representative of what 

should be market value.  These could be subsidised properties.  We need more 

information than we have, in order to classify them. 

Number of Properties Per Market By Value
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10 Where are they? Just under half (47%) of the affordable 
market is found in former-black townships 

Townships are also home to some properties costing 

more than R500 000. About 34 000 properties (free 

hold and Sectional Title) in townships cost more than 

R500 000. 

Township properties: gap and "regular"
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11 What tenure types? Very few (4%) properties in 
the gap market are in Sectional Title schemes 

About 2% of gap market, Sectional Title properties 

are found in townships (a total of 3 014 properties, 

mostly in Gauteng and KwaZulu Natal) 

Sectional Title Schemes: gap and "regular"
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12 First time buyers. The majority of properties in South Africa 

are owned by first time buyers.  The percentage is much higher 
in the Gap market and in low-value properties.     

“Current value unknown” in Gap market areas (and possibly 

„regular‟ market areas) are likely to be government-subsidised 

properties - in which case it would make sense the majority are 

first-time owners - although we don‟t know for sure.  Watch this 

market in the next ten years. 

% Of Property Owned By 1st time Buyers
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3 things we didn‟t know 
about the Gap market 

2.  Volume + value: things are 

starting to change 



14 
New construction. Since 2004, an average of about 70,000 new 

properties are registered in the Gap market per year.  This includes 
government subsidised properties, although we can‟t yet explicitly 
identify them. 

Again, „unvalued‟ properties are likely to be those 

with an especially low transfer value.  This could be 

government subsidised properties, which are 

generally recorded in the Deeds Registry for just the 

housing subsidy amount, excluding land & services. 

GAP market delivery (including 

government-subsidised stock) 

consistently out performs “regular 

market” delivery, and has fallen by 

less in recent years. 

Total new build transactions (all areas) by price band
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15 
Resale market. Resales in the Gap market have been declining steadily, 

since 2006, from a high then of 94 964 transactions, to 54 066 
transactions in 2009.  Again,  this may include government subsidised 
properties. 

Resales in the Gap market have grown from 

about 32% of the total resales in 2004, to 40% 

in 2008 and 38% in 2009.  The majority of 

resales are for stock over R500 000. 

Total resale transactions (all areas) by price band
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16 All transactions. While GAP market (and unvalued) activity 

dominates the new build market, resales are dominated by the 
„regular‟ (R500 000 +) market. 

New build: distribution of units by value band, 

all of South Africa
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Resale: distribution of units by value band, 

all of South Africa
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So far, in 2010, 80% of all new build has been 

in the Gap market; vs. about 35% of all resale. 



17 Churn. The gap market transacts much less frequently than the 

„regular‟ market. The lower the property value, the lower the 
rate of churn.  This means less supply in the resale market. 

While churn rates have 

been declining across the 

board, higher value 

markets have been more 

affected. 

Rate of churn by market segment
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In 2009,  

•  1.4% churn in the <R250k gap market = 15 255 transactions 

•  2.6% churn in the R250k-R500k gap market = 23 618 transactions 

•  4.4% churn in the >R500k regular market = 82 248 transactions. 



18 
Average price of resales. „Regular‟ market areas consistently 

outperform „gap market‟ areas and former 99-yr lease areas, at 

every price band.   But in the middle band, its not so clear. 

The average price of a house in a Gap market area, costing between R250k-R500k, was R326 840 in 2010.  At 100% 

financing, this would be affordable to a household earning just under R12 000 per month. So far, in 2010, there have been    18 

499 such sales, and 9 705 sales in the lower bracket (Gap <R250k) in the whole of South Africa.  There have been 71 501 

sales in the „Regular‟ >R500k market in 2010, at an average price of R1 141 942, affordable to a household earning R35 500 

per month at 100% financing. 

Average price (of those that transacted with a price) of resale transactions, by area and by band
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New build vs. resale. Resale property values have been consistently 
higher than the values of new builds.  In Gap market areas, new builds 
have not gone over an average value of R320 000 (affordable to a family 
earning R11 500 per month).  This may be due to the affordability 
constraints in these areas.   

The rise in the average price of resale stock, is likely to be related to the 

decline in volumes of new build stock.  Only about 60 000 new units were 

registered in the Gap market in 2009 (including subsidy properties), and of 

these, only 16 650 were in the R250k - R500k price range. 

Average price of new build vs. resale in Gap market areas, by price band

ZAR 0

ZAR 100,000

ZAR 200,000

ZAR 300,000

ZAR 400,000

ZAR 500,000

ZAR 600,000

ZAR 700,000

2004 2005 2006 2007 2008 2009 2010 YTD

Resale >R500K

New >R500K

Resale R250k-R500K

New R250k-R500K

Resale <R250k

New <R250K



20 Primary residences. The majority of properties in South Africa are 

owned by people who do not own any other property.  The proportion 
drops in „regular‟ market areas, especially for low-value properties.      

The flipside of this graph suggests investment properties.  

A significant proportion of low-value properties in „regular‟ 

areas, and over 10% of properties in gap market areas 

are owned by people who also own other properties. 

% Properties That Are Primary Residences 

(i.e. Owner does not currently Own Any Other Property)
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3 things we didn‟t know 
about the Gap market 

3.  Lenders are active, and not 

only the ones you expect 



22 Mortgage finance. As expected, more higher value properties are 

financed with a mortgage than lower value properties.  Fewer gap market 
properties are financed with a mortgage than „regular‟ market properties.      

This graph includes both new and resale stock.  Although 

Gap market mortgages are smaller in value and number, 

this market segment accounts for 32.5% of all mortgages 

by number, or a total of 701 062 mortgage loans. 
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Mortgage finance. Absa bank holds the most mortgage loans (by 
number) in both the Gap and „regular‟ markets, followed by Standard 
Bank.  Nedbank has a greater number of Gap market loans than FNB.  SA 
Home Loans also features, although marginally.      

These graphs show the distribution by number of mortgages.  Absa is 

the leader in number, but Standard Bank has market share in terms of 

the value of loans extended to the gap market (28% of the total value of 

loans in this market), followed by Absa Bank (24%), Nedbank (20%), 

and FNB (16%). 

Distribution of number of mortgage loans in 

Gap market (<R500 000) areas (all bands)
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24 Mortgage finance. Absa bank has the lowest average value mortgages, 

suggesting it is lending to lower income people in each band, or at lower LTVs. 

Standard Bank‟s loan averages are the highest per band of the big 4 banks.      

The high yellow bar for NHFC in the >R500k category in 

the Gap market is an average of 6 loans extended.  It is 

likely these loans were to social housing institutions 

offering rental accommodation, and not to individuals. 

Average loan size by lender, in Gap market areas and 'regular' market areas
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Mortgage finance. This picture of relative market focus shows that 
Nedbank has the highest ratio of Gap market to „regular‟ market loans of 
the big 4 banks.  The three „other‟ categories show a high exposure of 
these lenders to the Gap market.   

It may be surprising that the NHFC, a government-

supported financial institution, is lending in „regular‟ 

market areas.  It is likely that these 367 loans are in 

support of more economically integrated property 

investments. 

Proportion of gap market vs. 'regular' market mortgage loans, by lender
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How do we maximise 
the opportunities of this 

emerging market? 

 Recognise opportunities 

 Support different markets 
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Recognise opportunities: 
affordability for finance 

Monthly household income distribution (Income & 

Expenditure Survey 2005/06)
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R7000 hh income = R196 919 loan 

R9000 hh income = R253 181 loan 

R12500 hh income = R351 641 loan 

R16 000 hh income = R514 949 loan 

* At prime + 2% (= 11.5%) over 20 years, at 

30% installment to income 

R2500 hh income = R70 328 loan 

R3500 hh income = R98 459 loan 

R500 hh income = BNG house 

R1500 hh income = R10 000 loan 
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Recognise opportunities:  
New build and resale 

New build: delivery 

emphasis is on Gap market 

housing, both subsidised 

and market <R500 000 

Resale: legacy of new build 

Gap market is creating a 

base for growing resale 

potential 
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Recognise opportunities:  
Niche markets 

Target market housing: new housing 

built specifically for the target market 

Market opportunity housing: older 

housing, built in a different context, 

becomes affordable in a particular phase 

of the property cycle.   

Development opportunity: Land, available for 

purchase, or for subdivision, or backyard rental.   

Filtering opportunity: older housing 

becomes available when new build 

encourages households to move up the 

property ladder.   

New build: delivery 

emphasis is on Gap market 

housing, both subsidised 

and market <R500 000 

Resale: legacy of new build 

Gap market is creating a 

base for growing resale 

potential 
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Recognise opportunities:  
Connect the dots… 

R2500 hh income = R70 328 loan 

R3500 hh income = R98 459 loan 

R7000 hh income = R196 919 loan 

R9000 hh income = R253 181 loan 

R12500 hh income = R351 641 loan 

R16 000 hh income = R514 949 loan 

* At prime + 2% (= 11.5%) over 20 years, at 

30% installment to income 

R500 hh income = BNG house 

Target market housing: new housing 

built specifically for the target market 

Market opportunity housing: older 

housing, built in a different context, 

becomes affordable in a particular phase 

of the property cycle.   

Development opportunity: Land, available for 

purchase, or for subdivision, or backyard rental.   

Filtering opportunity: older housing 

becomes available when new build 

encourages households to move up the 

property ladder.   R1500 hh income = R10 000 loan 
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Old and new subsidised 
housing 

* At prime + 2% (= 11.5%) over 20 years, at 

30% installment to income 

Cosmo City, Johannesburg Delft South, Cape Town  

Erf size: 260m2    Erf size: 154m2 avg. 

 

About 2.4 million built, and possibly about 1,6m formally recorded 

on the deeds registry 

R0 - R3500 hh income = BNG house 
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Land 

R7000 hh income = R196 919 loan 

R9000 hh income = R253 181 loan 

* At prime + 2% (= 11.5%) over 20 years, at 

30% installment to income 

Fairview, Nelson Mandela Metropole  

Erf size: 817m2 

Purchase date: 2009-11-02 

Purchase price: R200 000 



33 

New build “gap” market 
housing 

R12500 hh income = R351 641 loan 

* At prime + 2% (= 11.5%) over 20 years, at 

30% installment to income 

Crystal Park, Ekurhuleni   Willows, Mangaung 

Erf size: 339m2    Erf size: 62m2 

Purchase date: 2006-08-16  Purchase date: 2009-07-10 

Purchase price: R310 000  Purchase price: R420 000 

R16 000 hh income = R514 949 loan 
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Depressed suburbs 

R16 000 hh income = R514 949 loan 

* At prime + 2% (= 11.5%) over 20 years, at 

30% installment to income 

Napierville, Msunduzi   Malvern, Johannesburg  

Erf size: 1185m2    Erf size: 420m2 

Purchase date: 2007-02-28  Purchase date: 2008-01-16 

Purchase price: R400 000  Purchase price: R420 000 

R12500 hh income = R351 641 loan 
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Repossessed stock 

R3500 hh income = R98 459 loan 

* At prime + 2% (= 11.5%) over 20 years, at 

30% installment to income 

Protea Glen, Soweto  

Erf size: 455m2 

Purchase date: 2004-12-07 

Purchase price: R85 000 
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Sectional title flats 

R3500 hh income = R98 459 loan 

R16 000 hh income = R514 949 loan 

* At prime + 2% (= 11.5%) over 20 years, at 

30% installment to income 

Inner city Tshwane  

Erf size: 132m2     Erf size: 132m2 

Purchase date: 2002-03-12  Purchase date: 2008-04-07 

Purchase price: R79 000  Purchase price: R515 000 
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Sectional title flats 

* At prime + 2% (= 11.5%) over 20 years, at 

30% installment to income 

Willows, Mangaung   Sophiatown, Johannesburg  

Erf size: 37m2    Erf size: 38m2 

Purchase date: 2007-04-20  Purchase date: 2009-01-12 

Purchase price: R349 000  Purchase price: R280 000 

R12500 hh income = R351 641 loan 

R9000 hh income = R253 181 loan 
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Inner city & township 
housing 

R7000 hh income = R196 919 loan 

* At prime + 2% (= 11.5%) over 20 years, at 

30% installment to income 

Protea Glen, Soweto    Bertrams, Johannesburg 

Erf size: 457m2     Erf size: 450m2 

Purchase date: 2006-06-23   Purchase date: 2005-10-12 

Purchase price: R195 000   Purchase price: R160 000 
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Support different markets 

Target market housing: highly 

responsive to policy environment and 

finance availability Market opportunity housing: Highly 

responsive to macro-economic factors. 

Development opportunity: Highly 

responsive to local policy & bylaws.  

Filtering opportunity: Highly responsive 

to delivery of target market housing. 

As new build focus in the gap market continues, the profile of our property 

sector will slowly change.  The gap market is an important, emerging 

sector in South Africa‟s property market, highly responsive to government 

regulation and intervention. 


