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Affordable for whom?

Cape Town Black African Coloured Asian White Other Total
Monthly Household
Income Num % Num % Num % Num % Num % Num % —
No income 85427 192%| 37399| 104%| 1542| 10.8%| 19522 84% | 2627 145%| 146517| 13.7%
R1-R 1600 120800 272%| 53104| 14.8% 965 6.8% | 7445 32%| 2754| 152%| 185068 17.3%
R 1601-R 3200 102325 23.0%| 55849| 15.6% 966 6.8%| 8633 37%| 3051| 169%| 170824 16.0% —_ 75%
R 3201-R 6400 64708| 145%| 66488| 185%| 1459| 102%| 18853 81%| 2919 162%| 154427| 145%
R 6401 -R 12 800 35420 80% | 62286| 174%| 2149| 151%| 37117 159%| 2376( 13.1%| 139348| 13.0%
R 12801 -R 25600 20520 46%| 47952 13.4% 2852| 200%]| 53255| 229% 2046 11.3%| 126625 11.8%

R 25601 -R 51200 10 835 24% | 26390 74%| 2564| 18.0%| 51619 222% 1452 8.0% 92 860 8.7%
R 51201-R 102400 3122 0.7%| 6889 1.9% 1240 87%| 26190 11.2% 577 3.2% 38018 3.6%

R 102 401 or more 1615 04%| 2257 0.6% 523 3.7%| 10151 4.4% 268 1.5% 14 814 1.4%
Unspecified 9 0.0% 15 0.0% 6 0.0% 41 0.0% 2 0.0% 73 0.0%
Total 444 781| 100.0% | 358 629 | 100.0% | 14 266 | 100.0% | 232 826| 100.0% | 18072 100.0% | 1 068 574 | 100.0%

(Census, 2011)
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Affordable for whom?

« But we need to segment and understand the sub-markets better...not all households are
the same

* Yes, income is important but so is age, stage of life, size, location etc.

Saying we have a
» Subsidy
o “Gap” WHO ELSE SHOULD
.« Bonded WE TARGET™?
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Age Distribution Per Group
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Affordable for whom?

« But we need to segment and understand the sub-markets better...not all households are
the same

* Yes, income is important but so is age, stage of life, size, location etc.
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(ECAMP, 2015)
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(ECAMP, 2015)
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THE CENTRAL CITY

The following figures give an overall viewpoint of private and public enterpriss acrass

the entire Cantral City as these stood in December 2016 when research undertaken'

for this publication was analysed. Thesa numbars are brokan down further in

Section 2 of this publication {containing high-level overviews of various sectors],

as well as precinct-by-precinct in Section 3 in order to reflect the spacific

nature and characteristics of the four different “neighbourhoods” in

the Cantral City 97
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Affordable for whom?

Cape Town Black African Coloured Asian White Other Total
Monthly Household
Income Num % Num % Num % Num % Num % Num %
No income 85427 192%| 37399 104% 1542 10.8% /| 19522 8.4% 2627 145%| 146517 13.7%
R1-R 1600 120800 27.2% | 53104| 14.8% 965 6.8% 7 445 3.2% 2754 152%| 185068 17.3%
R 1601-R 3200 102325 23.0%| 55849| 156% 966 6.8% 8 633 3.7% 3051 169%/| 170824 16.0%
R3201-R6400 64 708| 145% | 66488| 18.5% 1459 10.2%/| 18853 8.1% 2919 162%| 154427 14.5%
R 6401-R 12800 35420 80%| 62286 17.4% 2149 151%| 37117 159% 2376 13.1%| 139 348 13.0%

25%

R 12 801 -R 25 600 20 520 46%| 47952 134%| 2852 20.0%| 53255| 229%| 2046 113%| 126625 11.8%

R 25601-R 51200 10 835 24% | 26390 7.4% 2564 18.0%| 51619| 222% 1452 8.0% 92 860 8.7%
R 51201 -R 102 400 3122 0.7% 6 889 1.9% 1240 87%| 26190 11.2% 577 3.2% 38018 3.6%

R 102 401 or more 1615 04%| 2257 0.6% 523 3.7%| 10151 4.4% 268 1.5% 14 814 1.4%
Unspecified 9 0.0% 15 0.0% 6 0.0% 41 0.0% 2 0.0% 73 0.0%
Total 444 781| 100.0% | 358 629 | 100.0% | 14 266 | 100.0% | 232 826| 100.0% | 18 072| 100.0% | 1 068 574 | 100.0%

(Census, 2011)
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Affordable for whom?

| www.payscale.com/research/ZA/Employer=South_African_Police_Services/Salary

Police Officer R165,508 [ o)
23 profiles R114K
Constable R150,269 . e]
9 profiles R143K
[ O
Police Sergeant R195,179
8 profiles R168K
WWW. | h/ZA/Job=F Nurse_(RN)/Salary
.
° S N
s.oc PayScale rrrconsl BUSINESS ABOUT
eooe 1AN. CAPITAL What am | worth? What should | pay? Who we are.
All - Enter a Job Title, Employer Name, or School Name

Registered Nurse (RN) Salary (South Africa)

A Registered Nurse (RN) earns an average salary of R212,560 per year. A skill in primary
health care is associated with high pay for this job.

R150K R180K R220K  R260K R320K

MEDIAN: R217,376

10% 25% 50% 75% 90%

+ experience + skill +employer m

Show Hourly Rate
Range RO R337K

R318K

R165K

R207K

www.payscale.com/research/ZA/Job=High_School_Teacher/Salary

High School Teacher Salary (South Africa)

A High School Teacher earns an average salary of R191,993 per year. A skill in Engineering
Design is associated with high pay for this job.

R120K R160K R200K R240K R300K

MEDIAN: R196,120

10% 25% 50% 75% 90%

+ city + experience + skill +employer m

Show Hourly Rate
Range RO R303K

...UCT QS Graduate: R150 000
...Call Centre Operator: R100 000 — R120 000
(37 Call Centres in the CBD [CCID])
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Rent to Income Ratio (Payprop, 2016)

Gauteng
North West

Northern Cape

Mpumalanga
KwaZulu-Natal

Free State Limpopo =~ Western Cape
) | Eastem Cape

(Percentage spent on housing, Gallow et al, 2011)

1 2 3 4 5 6 7 8 9 10

82.70% | 86.30% | 84.10% | 84.80% | 83.50% | 82.60% | 80.10% | 79.40% | 75.57% | 73.49%

17% | 14% | 16% [15% [17% [17% |[20% |21% |24% |27%

40%

35%

30%

25%

20%

15%

10%

0%

Western Cape Rentals (Payprop, 2016)

26%
29%
13%
9%
I ’

3% 3%
<R1000 R1000-R2 R2501-R5 R5001-R7 R7501-R10 R10001- >R15001

500 000 500 000 R15000

At 25% of income = R3 500 — R5 000 rental pm

But average rental in Cape Town is R8 000 pm and
R15 000 pm in the CBD (Rode, CCID, Payprop)
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Why so expensive? Limited supply:

HOUSEHOLD vs HOUSING GROWTH

2017
Estimated Number of Households* 1200 000
Estimated Number of Formal Houses* 880 000

Estimated Shortfall (excl. over-crowding)* 320000

Estimated Household Growth PA* 1,80%
Estimated House Growth PA* 1,60%
*Own calculation (STATSSA, CoCT)

House Price Growth (Rode, Lightstone) 8-11%
Rental Growth (Rode, Payprop) 7-10%
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Why is supply so limited?

The value vs cost equation is Development
Costs

Professional Fees
Development Cost m

=

value
working the wrong way

URBAN REAL ESTATE
* RESEARCH UNIT



What are driving the costs?

Constructions costs:
 Building materials low (1,8%)
» Tender prices low (4%)

Non Construction costs:
* Land

« Development process
« Standards

Index value (Jan1966=100)
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Real House Prices and

Building Costs Over Time in South Africa

~— Building Cost:

= House Prices
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(Njokweni et al, 2016)
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Substructure

Services
-

Fittings

Superstructure

Finishes
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VALUE
Gross Rental Land

Net Rental @ 30% OC Construction
Professional fees

Approvals
Finance costs

Marketing
VAT

x12 R126 000 Transfer fees etc.
@ 11% loan R1 145 454 Profit

+50m2 R35 000/m2
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VALUE

Gross Rental Land

Net Rental @ 30% OC Construction
Professional fees
Approvals
Finance costs

Marketing
VAT

x12 R42 000 Transfer fees etc.
@ 11% loan R381 818 Profit

+50m2 R7 636/m2 R35 000/m2
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Reduce size

VALUE COST
Gross Rental RS 000 Land R4 000
Net Rental @ 30% OC |R3 500 Construction R7 500
Professional fees
Approvals
Finance costs
Marketing
VAT
x12 R42 000 Transfer fees etc. R7 500
@ 11% loan R381 818 Profit R3 200
=18m2 R21 212m2 R22 200/m2

Increase density, public land etc.
Reduce specification & standards

Reduce specification, standards
and holding period

Reduce uncertainty and holding period

j URBAN REAL ESTATE
RESEARCH UNIT



studentathome i e m s o e @G] »

PLA'I'IN UM

URBAN REAL ESTATE
RESEARCH UNIT




Conclusion:

Geography is important

Affordable to whom — segment the market

Problem not only at the low end

Market conditions and low incomes make it difficult but we exacerbate the problem with
layered regulations, unrealistic standards and delayed decisions

If we understand the economics, we can intervene effectively
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