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Investors in property companies 
listed on the Johannesburg 
Securities Exchange continue to 
do well. Firming yields have been 
driving stocks higher as they 
follow the performance of bonds 
which are being actively pursued 
by foreign buyers. Overseas buyers 
have been accumulating South 
African government debt prior to 
its inclusion in the CitiBank world 
government bond index  
in October.

However, the market experienced a setback in late 

October following foreign investor nervousness 

over South Africa’s downgrading by international 

rating agencies raising fears of an outflow of 

funds. Such a movement could hinder listed funds’ 

capital growth, given the correlation between 

long-bond yields and listed property yields.

Until now such has been the impact of firming 

yields on prices that listed property has been the 

top performer in terms of total returns among 

the traditional asset classes. According to John 

Lottering, editor of the Rode Report, over the year 

to end-August SA listed properties’ total return 

(including income yield and capital returns) was 

36,7%. Says Lottering: “Given income yields of 

about 6% most of the total returns were capital 

– that is, strong growth in listed property prices.”

There has been considerable activity in new 

listings and listing announcements in recent 

months including a particularly interesting 

development – that of essentially black-owned 

and black-managed companies coming to the 

market. One such company is property loan stock 

Ascension Properties Limited, which listed on June 

11. Another, scheduled for an end-year listing, is 

Delta Property Fund. Both have strategies which 

focus on acquiring office blocks which have 

government tenants. Ascension has now acquired 

a number of office buildings from Capital Fund 

(effective December 1) which doubles its portfolio 

to a shade over R2 billion. Importantly, the price 

will be settled by the issue of new Ascension A 

and B linked units which Capital has undertaken 

to unbundle to investors. This will improve 

Ascension’s liquidity, the lack of which tends to 

hinder investor interest.

Meanwhile, in terms of the commercial property 

sectors, Rode reports that moderate economic 

activity and lack of business confidence have had 

a debilitating effect on office vacancies. This in 

turn has not helped office rentals. In the second 

quarter, only Pretoria (+1%) and Durban (+1%) 

could muster some growth in nominal rentals. In 

both Johannesburg (-2%) and Cape Town (-1%) 

decentralised nominal rentals were on average 

slightly lower than they were a year ago.

In Johannesburg, rentals in Rosebank (+8%) 

showed the greatest growth, which may reflect 

proximity to the Gautrain. Rosebank was 

followed by Sandton (+4%) and Illovo (+2%).  

With building costs  reckoned to average 2% 

growth over the same period, only Rosebank and 

Sandton were able to show growth in real terms.

In Pretoria, the decentralised office node of 

Brooklyn/Waterkloof stood out with rental growth 

of 10%. In contrast, rentals in Menlyn (-9%),  

Hatfield (-8%) and Centurion (-4%) were all lower 

than they were a year ago.

The report continues: “In the reporting quarter, 

some growth in rentals was observed  in the 

decentralised office nodes of Westway (+4%). 

It must also be mentioned that vacancy rates in 

Berea have shot through the roof.

“As for Cape Town decentralised, the two popular 

office nodes of Century City (+15%) and Tyger 

Valley (+10%) both exhibited impressive growth 

in market rentals. In Claremont, rentals could only 

muster growth of 1%>”.

As for the CBDs few are performing well due to 

continuing high vacancy rates.

In spite of demand weakness for office space, 

the  number of committed new developments 

is increasing. This tends to illustrate a growing 

demand for A grade space.

John Lottering rounds off his analysis with the 

comment on Cape Town: “The news pertaining 

to vacancies was good all round. Bewildering, 

however, is the 12 500 sqm (100% unlet)  

of new office space that is expected to be  

added in Claremont. This office node has been 

struggling with double-digit vacancy rates  

since 2009.”

Dwindling manufacturing input is not doing 

industrial rentals any favours. In the second 

quarter, nominal  industrial rentals in the central 

Witwatersrand and in Durban were up by a 

modest 3%. In the Cape peninsula they were 

marginally lower. East Rand rentals recorded the 

highest rate of growth – just below 7%.

Industrial stand values are also struggling. During 

the industrial property boom years – between 

2006 and 2008 – stand values accelerated much 

faster than industrial rentals. Now, in the weaker 

economic climate, stand values have fallen faster. 

The strongest growth in stand vales was recorded 

in the East Rand (+6%), followed by the central 

Witwatersrand , where the market values of stands 

increased by about 2%. The Cape Peninsula was 

down one percent.     
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