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9 Almost 85% live in one of 4 provinces
0 00 p a r ™ — the Western Cape, Gauteng, the

Eastern Cape and KwaZulu-Natal.

We recently invited our clients and other Where do you live? ‘
roperty professionals to take part in the
P , perty p P B Western Cape: 35.8%
third annual PayProp State of the Rental
Industry survey, and the results are in! B Gauteng: 21.8%
Eastern Cape: 11.5%
The aim of the survey is to gauge agents’ perception of 75.4%
PropTech, the state of their own businesses, and the rental \Y4 . KwaZulu-Natal: 9.5%

market overall — and we will highlight the findings in this report.
Other: 15.4%

So who took part?
Just over 90% of participants were PayProp

users, and three quarters were female. 36.4% of participants work in rental administration, While over 98% of respondents
while 28.6% are rental agents and another 28.6% work with residential rentals, only
are owners or partners in an estate agency. 14% work for agencies that focus
on rentals exclusively. 74% of
Are you a PayProp user? rd 24.6% respondents work for agencies that

A4 Which of the following best describes your job? handle both sales and residential

o 0 rentals. This diversification makes
L 0 n 0 : Rental administrator business sense, as the annuity

income from rental commission
N 0 . can cover running costs even when
property sales are down.

Yes v

Survey participants’ gender
Rental agent

Residential rentals  98.4%

= 28.6%

The split between franchised and
independent agencies was relatively even. ‘? Business owner/partner Sales
28.6%

Are you part of a franchise group or

94.8% are you with an independent agency?

Commercial rentals  53.7%

Franchise group Another job within the property industry

. Independent agency 6.4%

Participants could tick all that applied
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It’s no surprise then that about 90% of
Tec h n 0 I 0 g y a n d respondents agree that technology is
a worthwhile investment. They’re also Property technology is a 89_3%
- comfortable with the idea of paying for worthwhile investment
a uto m atl 0 n it: almost two thirds said they expected Agree
to pay more for technology that allows
them to grow their businesses.

At this juncture, technology is no longer an optional

extra but a non-negotiable in any estate agency’s s

day-to-day operations. However, the pandemic fast- & ‘ | expecttopay more for  65.5%

tracked the industry’s adoption of certain kinds of 2 Y technology that allows me
: ) : dl to grow my business Agree

technology — and having experienced the benefits

first-hand, few agents are planning to give them up.

Investing in technology isn’t just a

Almost three quarters of respondents future ambition: it’s already happening

agreed that virtual and 3D tours are here . L 0 t - h

=€ o Virtual viewinas and 3D at property businesses across the
to stay. The majority of participants are tours are heregto stay 73'8 A’ country. Over 60% of respondents said Over the. last 12 .months, 60-2%
also positive about automation in their Aree S EUTOITE e T Creea i 202 Al ?utomatlo_n hasincreased
businesses, with 62% saying it increases g a third reported that there had been no in our business Agree

productivity more than a larger workforce
does, and 59% agreeing that it's also
cheaper.

visible increase, but this may be because
many companies had already increased
their use of PropTech in 2020.

It is more productive to 61 _8%
increase automationthan

to increase the workforce  Agree

And while some fear that automation will affect
their jobs negatively, the property sector doesn’t
seem to agree. Almost 70% of respondents
believe automation will have a positive impact on
their job over the next 5 years, while fewer than
3% think that it will change it for the worse.

It is cheaper to increase

automation than to
increase the workforce

What overall impact do you think automation
will have on your job in the next 5 years?

2.7% 27.9% 69.4%

Negative Neutral (3 Positive
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T and risk

The ongoing financial impact of the
pandemic can of course be seen
clearly in rent arrears metrics too.

Your tenants

The pandemic’s financial impact on consumers still shows As PayProp’s quarterly Rental Index
. s . reports, arrears peaked in 2020 but

up in 2021’s survey results. Many tenants lost their jobs or have been improving steadily since.

at least part of their income, and the unemployment rate is Our survey participants have noticed

at an all-time high. Affordability remains an issue for many the same trend. 45% said arrears

: : ; : were worse than before the pandemic,

tenants and is one of the main factors behind sluggish compared to 77% in 2020. 43.5%
said they were about the same in 2021

rental grOWth over the paSt 2 years. as before the pandemic, compared ([ ]
to 20% in 2020, and almost 12%

,, , , . said that tenants’ arrears position

71.5% of participants said they implemented In 2021, the rental increases that had improved

lower than usual rental increases in 2021 you implemented were: .

(compared to 70% in 2020), with 24.2% A ——

saying increases were roughly the same as ° =

always (compared to 23% in 2020). What is your arrears situation 1 1 8(y 43 5(y 44 8(y

The same as always compared to before the . 0 - 0 - 0
pandemic? Better Same () Worse
Lower than usual

About 90% of respondents said What percentage of your tenants are
they made alternative payment honouring these payment arrangements?

arrangements with tenants in
2021 because of the pandemic.
In 2020, this statistic was 93%,
which led us to ask — are tenants
honouring their arrangements?

It depends who you ask. 42% of survey participants
said more than 75% of tenants are paying as agreed,
while 26.5% report 50% to 75% of tenants are keeping
up. Less than a third of respondents said fewer than
50% of tenants paid as agreed during the pandemic.

Rental professionals also found it In 2021, the number of vacant
tougher than usual to place tenants. properties on your book was:
Half said their vacancy rates were

higher than usual in 2021, compared

o) f -
to 22% saying they were lower. 49-6% Agency distribution of tenants honouring payment arrangements
AN Have you agreed to .
It is worth noting that other factors ' B . Higher & alternative payment 0-25% .,
are often at play, many of them very -] arrangements with tenants ] e
location-dependent. For example, g because of the pandemic? 25-50%
development in urban or suburban 1 _— e 17.5%

] 26.5%

Lower W Yes No 75-100%

migration to coastal towns can lead to
an under-supply of property stock there.

Tl 22.0% 89.4% 106% oo
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The pandemic also brought change on other fronts.

Many companies introduced more flexible ways of working,
for example, and spending more time at home sparked a
re-evaluation of priorities for many people.

The current low interest rate environment also gave tenants
the opportunity to become first-time homebuyers, since
bond repayments were more affordable.

On the back of this, we asked — why are Agency distribution of tenants’ reason for moving

ina?
tenants moving: Buying their own properties

0,
Respondents could choose up to 3 out of _ 6o.5%
the 5 options provided, and between them Looking for a smaller home
identified two clear winners, reflecting two _ 58.0%
very different realities for South African Looking for a home with office space
renters. Almost two thirds said that e 28.0%
tenants were buying their own homes, : .
. : ) Moving closer to family

while 58% said that tenants are opting _
to move to smaller — and hence typically 20.1%
cheaper — properties. Looking for a bigger home for a growing family

- 14.6%

Lifestyle factors motivated some moves

but proved less impor‘tant overall. 28% Participants could tick all that applied
said tenants were moving to a property

that could better accommodate them

working from home, while almost a quarter

said this was to be closer to family. Less

than 15% listed growing families as a

reason for tenants moving.

-~
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Get more out of work.
Get more out of life.

Freeing up your rental agency
for more.

PayProp automates and optimises
inefficient rental payment admin
processes, freeing up your time,

your money and your agency for more. \\\\\ \ _
i _
\ e
Get back hours every week for the . :

things that matter.

o

Book a demo and see how
PayProp can free up your time by
automating your rental payments.

S 087 820 7368 E PayProp
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Your landlords

Equally worryingly, rental agencies

The pandemic affected landlords’ pockets, too. could be fighting for a slice of a
. shrinking pie. The favourable interest
In an effort to save money, many considered rate encouraged renters to buy, but
. . . . buy-to-let investors haven’t followed
managing their own rental properties, while suit. In fact, 53.6% of respondents
others renegotiated the commission they pay. said landjordis are downsizing their

portfolios, while just 7.1% said they
are looking to expand.

Almost 63% of respondents said they lowered the

commission they have been charging during the pandemic This could indicate that landlords do
to keep a landlord as a client (in line with 2020’s 65%). not view the current property market What are your landlords’ current

as a good investment, perhaps plans and activities?
deterred by subdued rental growth.

Landlords are looking to buy additional rental properties

Have you lowered your commission 7 Some good news: It seems that - 71
during the pandemic to keep a landlords are becoming more '
landlord as a client? ‘ informed. Only 52.7% of survey Landlords are maintaining their current portfolios
participants said they don’t think _ el
62 9% 37 1 % landlords have a good understanding Landlords are selling properties
- ) of the rental market — compared to _ 53.6%
65% in 2020, and 74% in 2019.
Of these, almost 60% still charged a lower percentage <
commission than before lockdown, suggesting that
~<

lower rates could now be locked in.
Do you feel that landlords have
a good understanding of the

o X
What percentage commission are 0 (1) current rental market?
you charging compared to before w w

the pandemic? Lower Same - 47.3% 52.7%

Yes No
— This-adds up-to-a double blow for businesses. A lower commission

percentage on top of slow rental growth means that rental income

is shrinking in nominal terms. Additionally, high inflation means that

commission income is declining in real terms — potentially leaving

rental agencies with cash flow issues.
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Business priorities

The accelerated move towards doing business
digitally has unfortunately also brought a rise in
global cybercrime along with it.

Property professionals recognise the threat and understand
that client money protection is paramount. Accordingly, more
than 50% of respondents said that safety of client funds is their
number one consideration when it comes to PropTech.

A further 18% cited
systems security as their
first priority. Rounding
out the top 3 was
support: as PropTech

is increasingly critical to
their businesses, agents
want to know they can
access help quickly.

Agency distribution of top PropTech considerations

1

50.3%

18.1%

Safety of client funds

Half of the respondent base said
signing more landlords is their
main business priority — very
understandable in a market
where commission percentages
and rental price growth are
under pressure. 21.5% indicated
that their focus is on improving
customer experience, while
18.3% said they were exploring
more ways to generate revenue.

Systems security

What is your agency’s main priority at the moment?

Signing more landlords

Improving the customer experience

Finding more ways of generating revenue
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Just as it was in 2020, finding quality
tenants was the biggest headache
for rental professionals — but this time
only 31% of respondents picked it,
comparing favourably with the 51.5%
seen the year before. 26.5% said
finding new rental properties is their
biggest challenge — a new entrant in
the top 3. The third biggest challenge,
chosen by 20.7% of participants, was
managing tenant arrears. This was in
line with 2020.

g ©
®
®

Moving into 2022, participants’
biggest concerns are the ongoing
impact of COVID-19, with 64% of
participants listing this (compared
to 68% last year). Other worries
include finding quality tenants
(54%, compared to 58% in 2020),
growing their portfolios (46%) and
managing arrears (41.5%). Just over
30% are worried about subdued
rental prices, and 27.6% said that
profitability is a concern.

www.PAYPROP.CO.ZA [

What is the most challenging part of the rental
process in your business?

Finding quality tenants

Finding new rental properties
] 26.5%
Managing tenant arrears

20.7%

|

Which of the following worry you about 20227

Ongoing impact of COVID-19

Finding quality tenants

Portfolio growth

Managing arrears

T a1.5%
Subdued rental prices

Profitability

o 27.6%

Participants could tick all that applied
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|
Th e f“tu re Of th e I n d u Stry And that optimism extends beyond How likely are you to be working in the

the boardroom: Almost two thirds of property industry in five years?
. . . respondents said they are very likely to still
One thing remains true, especially be working in the industry in 5 years' time. o1 kel
in tough times: South Africans are I 2.2%
. . . But perhaps the best display of Unlikely

reS|I|ent, and it shows in the results. resilience can be seen in this final i >~
statistic — 81.6% of participants o
remain optimistic about the future of Neutral

Despite challenging market conditions, business owners the rental industry! Just 1 respondent - 12.4%

and partners were almost twice as likely to have considered in every 40 was pessimistic about Likely

buying another agency than selling their own this year. the sector’s prospects. - _p—

Very likely

How optimistic are you about the ] 65.1%

future of the rental industry?

2.5% 15.9% 81.6%
In the past year, have you 22.0% 78-0% Pessimistic Neutral Optimistic

considered selling your agency?
No

Business owners and partners:

In the past year, have you 38.8% 61 .2%
No

considered buying another agency?

With this mindset, the
rental industry is bound <
to go from strength <

to strength, no matter
what challenges are
thrown at us.

A

i
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State of the Rental
Industry 2021

The PayProp State of the Rental Industry report is an annual publication outlining the
perceptions of rental agents and other property professionals about the South African
rental market. It is compiled from survey results collected by PayProp, the largest
processor of residential rental transactions in South Africa.

Contact details

This publication was produced by PayProp South Africa. PayProp South Africa
is operated under licence from Humanstate. PayProp and the PayProp logo are
registered trademarks of Humanstate.

For all business and media enquiries, please contact:

Johette Smuts

Head of Data Analytics

E-mail: johette.smuts@payprop.co.za
Tel: 087 820 7368

Join PayProp
If you would like to know more about using PayProp to manage your rental portfolio,

please visit:

WWww.payprop.co.za

Disclaimer

This document is intended as a basis for debate and discussion and should not be relied on

as legal or professional advice. While every reasonable effort has been made to ensure the
accuracy of the content, no warranty is made with regard to that content. PayProp accepts no
responsibility for any errors or omissions. PayProp recommends you seek professional, legal or
technical advice where necessary. PayProp cannot accept any liability for any loss or damage
suffered by any person as a result of the editorial content, or by any person acting or refraining
from acting as a result of the material included.
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Most of the rental management platforms out
there leave some gaps in terms of transparency
and accurate financial management, but PayProp
talks directly to our vision. Between the owner
access, the automated communication and
the assistance with bookkeeping, | think the
functionality is excellent.

MBULELO JAMES

Ponelopele Realty

[ PayProp

087 820 7368
support@payprop.co.za
WWW.payprop.co.za





