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The Reserve Bank’'s Monetary Policy Committee (MPC) announced a hike of 50 basis
points in the repo rate to 10,5%, prompting banks to raise their prime and mortgage rates
to 14%. Interest rates have been hiked by a total of 350 basis points since mid-2006.
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The rising trend in interest rates since mid-2006 caused the debt servicing cost of house-
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350 basis point rise in rates since mid-2006 have caused the average monthly repayment
on a mortgage loan to have risen by 24,6%.

In the first three quarters of 2007, nominal year-on-year house price growth averaged
15,3%, but is expected to slow down further in the remaining few months to average
around 14,5% for the full year, resulting from changing economic conditions.

Mortgage advances growth, which declined gradually from as high as 30,9% year-on-year
in October last year to 26,4% in August, is forecast to continue to slow down towards the
end of the year. This will be the result of the current interest rate cycle, the effect of the
National Credit Act, and expected slower growth in house prices over the short term.
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