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Key points

→2025 Index 
Overview

All property total 
return stable at 
12%. Income 
return 8.5% and 
capital growth 
3.3%

→Operational 
Metrics

Vacancy, Net 
Operating Income 
Growth  and Cost 
to Income Ratio all 
stable or 
improving

→Sector

Industrial property 
still delivered the 
highest return with 
offices improving

→Geography

Cape Town 
delivered the 
highest returns 
underpinned by 
solid income 
drivers owing to 
high demand

→Retail by 
location 

Township and 
Rural retail were 
delivered the best 
returns when 
compared to 
suburban retail. 
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The MSCI South Africa Annual Property Index comprises 1,689 assets with a combined capital value of 
R413.8bn across 26 portfolios, representing 55% coverage of the investable universe.
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MSCI Real Estate South African universe contributors
Unlevered, directly held real estate
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→ Revaluations contributed 
positively in 2025 at +R12.7bn, 
reversing the negative revaluation 
trend that persisted from 2020 –
2022.

→ Net additions of R5.9bn added to 
the growth over the period

→ More sales than purchases 
demonstrate the institutional 
owner’s strategy of shedding non -
core asses to redirect capital 
towards core assets

Index Composition
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MSCI South 
African Real 
Estate Index 
growth 
through 2025

Capital value
Sales Purchases

Improvement 
expenditure

Development 
expenditure

Revaluations Net additions
Capital value

Dec-2024 Dec-2025

392,9 -6,2 2,2 5,1 1,2 12,7 5,9 413,8 
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→ Retail remains the largest 
component at 61%, though its share 
has edged down as Industrial and 
Residential attract growing 
allocations.

→  The upward trend in capital values 
is a positive signal for investor 
confidence and portfolio valuations 
going into 2026.

CRE Investment

Source: MSCI

The property 
investment 
market 
continues to 
grow
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CRE Investment
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REITS 
continue to be 
net sellers of 
real estate – 
while private 
investors and 
owner 
occupiers are 
buyers
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→ Total sales for 2025 around 
R29bil, sales in 2026 for Q1 at  
R13bil



Direct Property investment vs other asset classes
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Direct property delivering  a lower return than listed property  in  
2025 but much less volatile over the longer term

Direct Property
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Sources:  BESA (bonds) ; MSCI (equities,  property equities, direct real estate, and fund -
level real estate), Alexander Forbes STEFI (Cash)

South Africa  Multi Asset Class Performance 
Annualised Risk to Return 2000 to 2025
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→Direct property total return 
has tracked the economic 
recovery since 2022, rising 
from near - zero to 12% over 
the 5 year period

→  With GDP growth expected 
to remain at 1,5% - 2% going 
forward, direct property 
returns are expected to 
continue at this level

→  Headwinds brought about by 
the geo - political fallout may 
have an impact in 2026

All Property vs economic drivers
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Total Return 
continues to 
track economic 
growth
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Income return and capital growth trends sideways
All property returns
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Income return continues to be stable at 8.2 –8.5% , providing a reliable yield through all market conditions. Capital growth reco vered to 3.3% in 2025 after 
four years subdued growth, pushing total return to its highest level since 2018.



All Property returns
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Income Return remains above the 10 YR average, while the
Capital Growth in 2025 saw values recover to where they were 
10 years ago.
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Income return Indexed
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Capital Growth %

Capital growth

10YR annualised Capital Growth
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Capital Growth Indexed

The income return indexed series (base 100, 2015) has compounded consistently upward. Capital growth indexed values remain be low  2019 peak levels, 
confirming incomplete recovery —  but the direction has reversed. Continued valuation uplift over 2026 –2027 is required to fully restore pre - COVID capital 
values.



All Property  - valuations
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NOI Yield has lifted as income grew faster than values – cap 
rates overall remain steady 
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All property - valuations
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Very little movement in the valuation assumptions – valuations 
were driven by income
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→The distribution of income 
growth shows significant 
dispersion

→Asset selection matters 
enormously; this is not a 
rising-tide market where all 
assets perform equally.

→This is driving the non-core 
sell off by institutional owners 
into the private market

All property income; same store
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Net Income 
Growth 
improving  
across the 
spread 5,9
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→All-property vacancy 
stabilised at 6.4% after rising 
from 2019 to 2022. 

→The top of the spread has also 
stabilized as many vacant 
assets are sold, especially in 
the office space

All property income; SI
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Vacancy has 
remained stable 
over the last few 
years  
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All Property                            

Net Income Growth (y-o-y)
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10th percentile AnnualNet Operating Income Growth (y-o-y)-30,9 -19,5 -31,1 -28,7 -54,4 -38,8 -41,8 -25,2 -30,4 -20,9

20th percentile AnnualNet Operating Income Growth (y-o-y)-10,8 -5,0 -12,2 -11,6 -31,0 -19,6 -19,2 -10,2 -14,2 -6,1

30th percentile AnnualNet Operating Income Growth (y-o-y)-0,8 0,5 -3,7 -3,8 -20,8 -9,2 -9,6 -1,6 -5,5 0,4

40th percentile AnnualNet Operating Income Growth (y-o-y)3,8 4,8 1,6 0,9 -13,5 -0,5 -2,0 3,4 1,2 4,5

50th percentile AnnualNet Operating Income Growth (y-o-y)6,6 7,4 5,1 4,4 -7,2 4,9 3,2 6,9 4,8 7,1

60th percentile AnnualNet Operating Income Growth (y-o-y)8,4 9,0 7,5 7,4 -1,5 8,8 7,1 10,2 7,6 9,9

70th percentile AnnualNet Operating Income Growth (y-o-y)11,4 11,7 9,7 9,9 3,5 14,6 11,1 15,7 11,4 13,9

80th percentile AnnualNet Operating Income Growth (y-o-y)17,3 17,0 14,7 16,0 8,7 24,4 21,3 26,3 18,8 22,3

90th percentile AnnualNet Operating Income Growth (y-o-y)36,1 30,8 27,8 34,8 19,1 54,5 60,6 62,0 41,2 43,0

Consumer price inflation
6,3 5,3 4,6 4,1 3,3 4,5 6,9 5,9 4,5 3,2

→The heat map shows a clear 
recovery across all percentile 
bands since the 2020 trough 
to the current period, even 
though inflation peaking in the 
last 10-year period in 2022

All property income; same store
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Net income 
growth continues 
to improve across 
the spread. More 
than half of the 
market delivered 
better than 
inflationary 
growth



→ The ratio has risen every year 
since 2016, a 740 basis point 
deterioration over 10 years. 

→ This structural cost creep, driven 
by electricity, rates, municipal 
charges and security, is the single 
biggest threat to sustaining 
income returns. 

→ Energy investment has assisted in 
halting the upward trend

All property income; same store

17

The gross cost 
to income 
ratio, while 
high, is also 
constant. 
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→Gross operating cost growth 
have continued to far outstrip 
inflation, increasingly adding 
pressure to the bottom line for 
owners and tenants as costs 
are passed on.

All property; same store
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Cost growth 
consistently 
outstripping 
inflation over 
the last 10 
years
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All property; same store

19

Cost growth still driven by electricity and rates but most costs 
growing faster than inflation



→Variable recoveries, a large 
proportion of which is 
electricity, makes up 21,6% of 
the  total gross income

→Fixed recoveries, which 
include rates and operating 
cost recoveries, has remained 
at 13%

→The rental portion of total 
gross income has dropped to 
below 65%

All property; same store
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More income 
from variable 
recovered than 5 
years ago – less 
income from 
basic rent
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All property income; same store
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Recoveries in electricity bolstering Net Income growth

→Electricity recovery ratios are rising across all sectors, with retail and industrial leading recovery. The increase in variable cost recoveries has 
been a key factor in sustaining net income growth despite above-inflation cost increases. Residential has seen the sharpest increase in 
electricity recovery as a percentage of net income, signalling growing tenant sensitivity to utility charges.
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→ Industrial returns still the  
highest despite cooling, with 
less capital growth than the 
previous year

→Retail showing improvement 
with good capital growth

→Office delivering higher total 
return than 2024 but still lags 
retail and industrial

→Residential was the only sector 
to deliver the lower a return 
than 2024

Sector returns

22

Sector returns 
improving 
from the 
previous year 
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Sector income; same store; SI
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Generally, income drives showing positive trends  - net income 
up for all sectors including office
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Industrial vacancy continues to tighten while rental growth accelerates —  a virtuous cycle supporting further outperformance. Of fice vacancy continues to 
improve but is still high; meaningful improvement requires demand recovery. Residential rental growth is robust and supports the  investment case. Retail’s net 
income  growth is helped by additional income from solar projects.



→Returns in Cape Town pulling 
further head of the other 
metro’s

→Johannesburg delivering the 
lowest returns, down from 
2024

→Durban also down from 2024 
but delivering solid returns

→Pretoria only slightly above 
Johannesburg but steady

Geographic returns

24

Returns by 
metro show 
Cape Town 
delivering the 
highest return
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Geographic income; same store; SI
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Cape Town income drivers are strongest with low vacancies 
pushing rental growth
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Cape Town's vacancy has declined for three consecutive years and is now the tightest of any major city. Rental growth momentu m i n Cape Town is more 
than double that of Johannesburg —  a gap that shows no sign of closing. Net income growth is improving  across all cities. 



Geographic capital flows
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Capital flows – most activity in Cape Town and outside of the 
large metros
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Cape Town attracts the highest investment, reflecting confidence in future income growth and development viability. Johannesb urg 's capex intensity is the 
lowest of the major cities —  a sign that owners are in maintenance mode rather than growth mode. The divergence in capex allocat ion mirrors the divergence 
in total returns.  Development capex highest outside of major metros



→ Township retail has delivered 
above - average returns for three 
consecutive years and is the 
highest - returning retail sub - type 
in 2025 at 17.8%. 

→ Suburban retail, while stable, has 
underperformed all other sub -
types. 

→ The performance gap between 
Township and Suburban retail has 
widened materially since 2022, 
driven by demand growth and 
supply scarcity in township nodes

Sector/geographic returns
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Township and 
rural retail 
delivering the 
highest returns, 
improving from 
2024
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Sector/geographic income; same store
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Net income growth supports the high returns seen for Township 
and Rural retail
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Non - suburban retail vacancy ticked up a little but rental growth is similar across various locations. Net income is up for towns hip and rural retail. The cost 
efficiency ratio is higher in suburban and township retail sector 



Information Classification: GENERALInformation Classification: GENERAL

Summary

South African 
direct, ungeared  
property returns 
held steady for 
2025 at 12,0%

Both capital 
growth and 
income returns 
remain constant 
compared to 
2024, above the 5 
year average.

Rental growth is 
exceeding inflation 
in all sectors 
including offices, 
while vacancies 
remain flat overall.

There is a 
widespread that 
should be 
acknowledged as 
properties a re not 
homogenous

Net Income 
growth  - 
generally 
increased to 
above inflation 
helped by 
electricity 
recoveries. Higher  
income driving 
higher valuations

The outlook for 
2026 is cautious. 
Current geo-
political 
challenges may 
have an impact on 
inflation and 
interest rates 
towards the 
backend of 2026
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Thank you
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About MSCI
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MSCI is a leading provider of critical decision support tools and services for the 
global investment community. With over 50 years of expertise in research, data 
and technology, we power better investment decisions by enabling clients to 
understand and analyze key drivers of risk and return and confidently build more 
effective portfolios. We create industry-leading research-enhanced solutions that 
clients use to gain insight into and improve transparency across the investment 
process. To learn more, please visit www.msci.com. 

http://www.msci.com/
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third party involved in making or compiling any Information (collectively, with MSCI, the “Information Providers”) and is provided for informational purposes only. The Information may not be modified, reverse-engineered, reproduced or redisseminated in whole or in part 
without prior written permission from MSCI. All rights in the Information are reserved by MSCI and/or its Information Providers.

The Information may not be used to create derivative works or to verify or correct other data or information. For example (but without limitation), the Information may not be used to create indexes, databases, risk models, analytics, software, or in connection with the 
issuing, offering, sponsoring, managing or marketing of any securities, portfolios, financial products or other investment vehicles utilizing or based on, linked to, tracking or otherwise derived from the Information or any other MSCI data, information, products or services. 

The user of the Information assumes the entire risk of any use it may make or permit to be made of the Information. NONE OF THE INFORMATION PROVIDERS MAKES ANY EXPRESS OR IMPLIED WARRANTIES OR REPRESENTATIONS WITH RESPECT TO THE 
INFORMATION (OR THE RESULTS TO BE OBTAINED BY THE USE THEREOF), AND TO THE MAXIMUM EXTENT PERMITTED BY APPLICABLE LAW, EACH INFORMATION PROVIDER EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES (INCLUDING, WITHOUT 
LIMITATION, ANY IMPLIED WARRANTIES OF ORIGINALITY, ACCURACY, TIMELINESS, NON-INFRINGEMENT, COMPLETENESS, MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE) WITH RESPECT TO ANY OF THE INFORMATION.

Without limiting any of the foregoing and to the maximum extent permitted by applicable law, in no event shall any Information Provider have any liability regarding any of the Information for any direct, indirect, special, punitive, consequential (including lost profits) or 
any other damages even if notified of the possibility of such damages. The foregoing shall not exclude or limit any liability that may not by applicable law be excluded or limited, including without limitation (as applicable), any liability for death or personal injury to the 
extent that such injury results from the negligence or willful default of itself, its servants, agents or sub-contractors. 

Information containing any historical information, data or analysis should not be taken as an indication or guarantee of any future performance, analysis, forecast or prediction. Past performance does not guarantee future results. 

The Information should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions. All Information is impersonal and not tailored to 
the needs of any person, entity or group of persons.

None of the Information constitutes an offer to sell (or a solicitation of an offer to buy), any security, financial product or other investment vehicle or any trading strategy. 

It is not possible to invest directly in an index. Exposure to an asset class or trading strategy or other category represented by an index is only available through third party investable instruments (if any) based on that index. MSCI does not issue, sponsor, endorse, 
market, offer, review or otherwise express any opinion regarding any fund, ETF, derivative or other security, investment, financial product or trading strategy that is based on, linked to or seeks to provide an investment return related to the performance of any MSCI 
index (collectively, “Index Linked Investments”). MSCI makes no assurance that any Index Linked Investments will accurately track index performance or provide positive investment returns. MSCI Inc. is not an investment adviser or fiduciary and MSCI makes no 
representation regarding the advisability of investing in any Index Linked Investments.

Index returns do not represent the results of actual trading of investible assets/securities. MSCI maintains and calculates indexes, but does not manage actual assets. Index returns do not reflect payment of any sales charges or fees an investor may pay to purchase the 
securities underlying the index or Index Linked Investments. The imposition of these fees and charges would cause the performance of an Index Linked Investment to be different than the MSCI index performance.

The Information may contain back tested data. Back-tested performance is not actual performance, but is hypothetical. There are frequently material differences between back tested performance results and actual results subsequently achieved by any investment 
strategy. 

Constituents of MSCI equity indexes are listed companies, which are included in or excluded from the indexes according to the application of the relevant index methodologies. Accordingly, constituents in MSCI equity indexes may include MSCI Inc., clients of MSCI or 
suppliers to MSCI. Inclusion of a security within an MSCI index is not a recommendation by MSCI to buy, sell, or hold such security, nor is it considered to be investment advice.

Data and information produced by various affiliates of MSCI Inc., including MSCI ESG Research LLC and Barra LLC, may be used in calculating certain MSCI indexes. More information can be found in the relevant index methodologies on www.msci.com. 

MSCI receives compensation in connection with licensing its indexes to third parties. MSCI Inc.’s revenue includes fees based on assets in Index Linked Investments. Information can be found in MSCI Inc.’s company filings on the Investor Relations section of 
www.msci.com.

MSCI ESG Research LLC is a Registered Investment Adviser under the Investment Advisers Act of 1940 and a subsidiary of MSCI Inc. Except with respect to any applicable products or services from MSCI ESG Research, neither MSCI nor any of its products or services 
recommends, endorses, approves or otherwise expresses any opinion regarding any issuer, securities, financial products or instruments or trading strategies and MSCI’s products or services are not intended to constitute investment advice or a recommendation to 
make (or refrain from making) any kind of investment decision and may not be relied on as such. Issuers mentioned or included in any MSCI ESG Research materials may include MSCI Inc., clients of MSCI or suppliers to MSCI, and may also purchase research or other 
products or services from MSCI ESG Research. MSCI ESG Research materials, including materials utilized in any MSCI ESG Indexes or other products, have not been submitted to, nor received approval from, the United States Securities and Exchange Commission or 
any other regulatory body.

Any use of or access to products, services or information of MSCI requires a license from MSCI. MSCI, Barra, RiskMetrics, IPD and other MSCI brands and product names are the trademarks, service marks, or registered trademarks of MSCI or its subsidiaries in the 
United States and other jurisdictions. The Global Industry Classification Standard (GICS) was developed by and is the exclusive property of MSCI and S&P Global Market Intelligence. “Global Industry Classification Standard (GICS)” is a service mark of MSCI and S&P 
Global Market Intelligence.

Privacy notice: For information about how MSCI collects and uses personal data, please refer to our Privacy Notice at https://www.msci.com/privacy-pledge.


	Slide 1: MSCI South Africa  Real Estate Annual Index
	Slide 2: Key points
	Slide 4: MSCI Real Estate South African universe contributors
	Slide 5: MSCI South African Real Estate Index growth through 2025
	Slide 6: The property investment market continues to grow
	Slide 7: REITS continue to be net sellers of real estate – while private investors and owner occupiers are buyers
	Slide 8: Direct property delivering  a lower return than listed property  in  2025 but much less volatile over the longer term
	Slide 9: Total Return continues to track economic growth
	Slide 10: Income return and capital growth trends sideways
	Slide 11: Income Return remains above the 10 YR average, while the Capital Growth in 2025 saw values recover to where they were 10 years ago.
	Slide 12: NOI Yield has lifted as income grew faster than values – cap rates overall remain steady 
	Slide 13: Very little movement in the valuation assumptions – valuations were driven by income
	Slide 14: Net Income Growth improving  across the spread
	Slide 15: Vacancy has remained stable over the last few years  
	Slide 16: Net income growth continues to improve across the spread. More than half of the market delivered better than inflationary growth
	Slide 17: The gross cost to income ratio, while high, is also constant. 
	Slide 18: Cost growth consistently outstripping inflation over the last 10 years
	Slide 19: Cost growth still driven by electricity and rates but most costs growing faster than inflation
	Slide 20: More income from variable recovered than 5 years ago – less income from basic rent
	Slide 21: Recoveries in electricity bolstering Net Income growth
	Slide 22: Sector returns improving from the previous year 
	Slide 23: Generally, income drives showing positive trends  - net income up for all sectors including office
	Slide 24: Returns by metro show Cape Town delivering the highest return 
	Slide 25: Cape Town income drivers are strongest with low vacancies pushing rental growth
	Slide 26: Capital flows – most activity in Cape Town and outside of the large metros
	Slide 27: Township and rural retail delivering the highest returns, improving from 2024
	Slide 28: Net income growth supports the high returns seen for Township and Rural retail
	Slide 29: Summary
	Slide 30: Thank you
	Slide 31: About MSCI
	Slide 32: Notice and Disclaimer

