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CDIx — Experian Consumer Default Index Expanded

Overview of CDIx — What does it measure?

The Experian Consumer Default Index (CDI), first published in 2017, is designed to
measure the rolling default behaviour of South African consumers with Home Loan,
Vehicle Loan, Personal Loan, Credit Card and Retail Loan accounts.

This publication provides a quarterly overview of the credit landscape in South Africa,
providing views on the latest industry trends as well as commentary on the context
within which these trends are observed.

This Experian's new CDIx report expands on the original CDI (Experian Consumer
Default Index), which was first published in October 2017, by including views on the
latest :

« Macroeconomic trends that have a direct bearing on consumers
« Market appetite for credit
 Qualification and take-up of credit (i.e. new credit)

« Performance of credit consumers (i.e. arrears/defaults and vintages)

Appetite
@

CDIx @

Market Context /
Performance @ New Business

Market Context

Cost of Living: Consumer Price Inflation

South African CPI headline Y-o-Y rates
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Very steep CPl in the aftermath of COVID lockdown conditions. This trend gives cause
for concern as to the general cost of living of consumers in South Africa — especially
because this is the highest Headline CPIl seen over the last ten years. Furthermore,
considering that the SA CPIl target band is set by the SARB as 3% - 6%, the recent CPI
levels will probably justify further increases in interest rates by the SARB.

This publication provides a quarterly overview of the credit landscape in South

Africa, providing views on the latest industry trends as well as commentary on
the context within which these trends are observed.




Cost of Living: Fuel Price (R/litre 93 Octane inland) Interest rates

93 Octane Inland Petrol Price (Rl/litre) Russian Invasion Of South African Prime lending rate
Ukraine 24 February 2022 COVID
30

12,00
24,99 )
v 10,50 .50

COoVID A7 9,75

25 ,
10,00 _|_LI L 9,00
0 A 4
20 /20’,07 =i

16,85

)

o
[=
S

4
12,02 .7
d
ya

6,00
7,00

Percentage (%

4,00 Prviously Now 9
2 years months

2,00

2015 02 —

2013 06
2013 11
2014 04
2014 09
2015 07
201512
2016 05
2016 10
2017 03
2017 08
2018 01
2018 06
2018 11
2019 04
2019 09
2020 02
2020 07
2020 12
2021 05
202110
2022 03
2022 08

0,00
Source: SAPIA

™ Y YT T T YT YT OYT YT YT OYT O OYTOYTOYTOTYTOYTOSTSOYTIOTIOT O OTYTIOTIOTTITITITITOYTOYTOYT

2009 08
2009 12
2020.04
2020 08
2020 12
2021 04
2021 08
2021 12
2022 04
2022 08

This prolonged increasing trend in fuel prices is to a great extent the result of Couree: SARE
increased Global demand, as the world's economies have been re-opening from COVID
lockdowns. The Ukrainian conflict has exacerbated the pressures on global oil supplies,
In effect contributing to inflationary and cost-of-living pressures on households globally.

Low interest rates were announced by the SARB during COVID in order to provide
relief to consumers and provide stimulus to the economy in view of the limitations
imposed by the lockdown regulations. Currently, SA (as countries worldwide) is in an
interest rate upcycle — a phenomenon last experienced locally in 2014/2015. This time

South African CPI headline Y-o-Y rates

around, however, the period during which the interest rate increase is observed is
o significantly shorter (2 months vs 2 years) for the same magnitude of the total increase.
With the latest upcycle, we are likely to see further rate increases before it stabilizes.
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CPl increase is linked to the steep fuel price increase SA has seen. Some relief was
seen recently (August 2022) and various fuel tax relaxation measures have been
announced by Government to contain the impact on consumers. Still, the increasing
trend we have seen since the latter parts of the COVID lockdown period in fuel prices
has been putting significant pressure on the consumer — not only at the fuel pump but
also in terms of general living expenses (as seen in the CPI view).




Market Appetite

Unemployment
An increasing trend in appetite

South African Unemployment Rates

50 COVID
42,1 Consumer Credit Market Report
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South Africa has been faced with very
Snemployment rate (2021) high unemployment rates for decades. SA Market appetite since CQVID has not only. rec.overed. to pre-COVID conditions but has
South Afica — This has been exacerbated by the COVID actually been exceeding it since 2021 Q4. This aligns with what we have seen from a
Dl lockdown regulations so that at an overall macroeconomic perspective, where consumers are under increasing pressure just to
st Bank and Gaze —— level, SA unemployment currently stands make ends meet.

Lesotho

at 34.5% (even more worrying is the more
rapidly increasing youth unemployment
rate). Globally, SA is the country with
the highest unemployment rate. For

the credit industry, this observation is
Costa Rics very concerning — not only from a credit
o —— qualification perspective but also from a

e Caledont o continued affordability perspective, when South Africa has been faced with very high unemployment rates for decades.
looking at existing credit consumers.
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Lowering acceptance rates have been at the order of the day even prior to the onset of
COVID, but we have seen this lowering trend continue after the pandemic. Note that the
volume of accepted applications had not yet recovered by 2022 Q1 to levels seen in 2019.
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Market Growth

New Business

Overall, New Business volumes have continued along the recovery path to the levels
observed prior to the COVID-19 lockdown. Although volumes are similar to what was
observed in March 2022, recovery to levels last seen in 2019 Q4 has not been seen
since. This stems from the fact that unsecured lending has not yet fully recovered.

New Business values have returned to and in fact, exceed pre-COVID levels. This is for
the most part due to inflationary pressures and not due to increased volumes (as seen

from the disbursement volume chart below).
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New business by product

From an unsecured loans perspective, Personal and Retail Loans have not yet
recovered to new business volumes observed in 2019. Credit Cards are the unsecured
lending product that has shown the most rapid and continued recovery to prior volumes

of new business.

The fact that many lenders have opted for a more conservative approach to the
approval of credit lending, coupled with the increasing trend of unemployment, have
been some of the key drivers of this trend. It is encouraging, though, that the trend since
the initial hard lockdown in April and May of 2020, has continued to increase in terms of

the volume of new credit extended.

In the case of secured lending, new business volumes have for the most part returned
to the levels observed prior to the onset of COVID.
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New business by FAS Group

Looking at the distribution of New Business across consumer segments, we see that at a composite level, there are some fluctuations in relative representation over time, but as a general
observation, these fluctuations have not been as exaggerated overall. Instead, it is when one FAS distribution at a product level, that shifts in representativity becomes more prevalent.

From an average open limit perspective, the inflation-related increase in loan value has particularly impacted the more affluent consumers (FAS Groups 1 and 2), where we saw a continued
Increase in average loan value. For lower affluence groups, we have seen a stable average loan value.
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value has particularly impacted the more affluent consumers.
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New business by Product by FAS Group

Considering unsecured loans, we have mostly seen a stable trend in limits across FAS Groups for Card. In the instance of Personal Loans, however, a steep increase set in over the last 2
years — even more significant than what was observed pre-COVID.

For Retail Loans, a drastic step-change was observed in average open balance for higher affluence consumers. This was probably due to a combination of these consumers (who are

typically more credit-savvy) opting to not take on much of this credit in their portfolio as well as retail lenders cutting back significantly on their credit business. Interestingly, though, the
average open limit of lower affluence consumers in groups 4, 5 & 6 remained relatively stable.

Ave Open Limit by FAS Group (PL)
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For secured loans, an increasing trend in opening balance was observed for higher affluence groups (similar to the trend observed in Personal Loans), whilst average loan values for FAS
Groups 3 — 6 did not show a similarly increasing pattern.
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Consumer Default Index (CDI) — Tracking first-time
default rate for South African consumers

Overview of Index — What does it measure?

The Experian Consumer Default Index (CDI) is designed to measure rolling default
behaviour of South African consumers with Home Loan, Vehicle Loan, Personal Loan,
Credit Card and Retail Loan accounts.

On a monthly basis, lenders typically classify their consumer accounts into one of
several predetermined payment categories to reflect the level of arrears. When a lender
deems the statement balance of a consumer account to be uncollectible due to being

in arrears for 90 or more days or having statuses such as repossession, foreclosure,
charge-off or write-off, the consumer account is said to be in default.

The index tracks the marginal default rate as it measures the sum of first-time defaulted
balances, I.e. accounts that have never previously defaulted, as a percentage of the total
sum of balances outstanding.

The CDI is published guarterly with a two-month lag, the indices include a balance-
welighted composite index, as well as the five product-specific sub-indices. Two grouped
Indices are also provided:

1. Home Loans, Vehicle Loans and Credit Cards (these products typically are held by the
traditionally banked market segments), and

2. Personal Loans and Retail Loans (these products are usually used as entry products
into the credit market).

The indices are also determined at FAS type level to provide further insight into the
dynamics faced by specific consumer affluence-related segments that are experiencing
different stress due to macro forces such as unemployment, interest rate changes and
economic growth.

consumers with Credit Card,
Personal Loan, Vehicle Loan,
Home Loan and/or Retail
Loan accounts.

active accounts across
Credit Card, Personal Loan,
Vehicle Loan, Home Loan
and/or Retail Loan.

trillion in outstanding debt.

The CDI is published quarterly with a two-month lag, the indices include a
balance-weighted composite index, as well as the five product-specific sub-
Indices.
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Composite Consumer Default Index

The CDI increased Q-0-Q, moving from 3.68 in 2022 Q1 to 3.80 in 2022 Q2. This observation is aligned to
the typical seasonality we see for the CDI, where the index increases from March to May - mainly due to
credit lending increasing during the Black Friday and Festive season spending spree in the preceding year.
Y-0-Y, however, the improving trend still remains — albeit less pronounced than what it was in 2022 QT,
where we saw a relative improvement of 16%. The latest CDI showed a Y-o0-Y improvement from what was
observed, moving from 4.05 down to 3.80, constituting a relative improvement of 6%.

This easing of relative improvement suggests that, from a CDI perspective, the market is rapidly weaning
off the effects that COVID has had and is in all probability returning to the trend observed prior to the
pandemic.

The Y-0-Y improvement was, however, not observed for all products. Indeed, Vehicle Loans and Retail Loans
saw a significant deterioration in CDI in the Y-0-Y context. This suggests that, for these products, consumers
have already returned to the trajectory seen prior to the onset of COVID, where we saw a long-term trend of
deterioration in the CDI.

The most significant Y-o-Y improvement in CDI was observed for Home Loans, where we saw the CDI

moving from 1.82 to 1.62 thus, an 11% improvement Y-o0-Y.

Index CDI CDI
Jun '22 Jun ‘21
N 3,80 4,05

New Default Balances
Apr'22-Jun’22

Average Outstanding

Apr'22-Jun'22

Composite R2 031 064 187 645 R19 280 368 681 -6%
Home Loan 1,62 1,82 R1 063 668 229 363 R4 295 818 154 -11%
B Vehicle Loan 4,36 4,27 R461 614 634 032 R5 032 826 725 2%
Credit Card 6,32 6,95 R156 338 582 043 R2 469 525 014 -9%
B Personal Loan 8,00 8,49 R314 474 527 054 R6 290 985 339 -6%
Retail Loan 13,63 12,17 R34 968 215 153 R1 191 213 449 12%
B Home Loan + Veicle Loan + Credit Card 2,81 2,98 R1 681 621 445 438 R11 798 169 893 -6%
Retail Loan + Personal Loan 8,56 8,88 R349 4472 742 207 R7 482 198 788 -4%
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= Composite Index = Homeloan+VehicleLoan+CreditCard
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Composite Consumer Default Index by Macro-FAS

The 6 groups that make up macro-FAS include:

FAS Group 1: Luxury Living (2.5% of the credit-active population) - Affluent individuals representing the
upper crust of South African society with the financial freedom to afford expensive homes and cars.

FAS Group 2: Aspirational Achievers (9.3% of the credit-active population) - Young and middle-aged
professionals with the resources to afford a high level of living while furthering their careers, buying
property and establishing families.

FAS Group 3: Stable Spenders (7.2% of the credit-active population) - Young adults that rely on financial
products to assist in making ends meet or to afford specific necessities such as clothing and school fees, or
seasonal luxuries.

FAS Group 4: Money-Conscious Majority (40.0% of the credit-active population) - Older citizens that are
conscious of where and how they spend their money; often seeking out financial products to cover basic
needs or for unforeseen expenses.

FAS Group 5: Laboured Living (24.6% of the credit-active population) - Financially limited individuals as
salaries are below national tax thresholds; they spend their money on basic living necessities such as food
and shelter.

FAS Group 6: Yearning Youth (16.4% of the credit-active population) - Very young citizens that are new to
the workforce; this mix of labourers and possibly working students earn low salaries and are limited to
spending on non-essential goods.

. CDI CDI Average Oustanding
2,38 2,52

New Default Balances
Apr’ 22 - Jun’ 22

Group 1: Luxury Living R 843,7 Billion R 5,32 Billion

Group 2: Aspirational Achievers 393 3,69 R 826,77 Billion R 7,63 Billion
Group 3: Stable Spenders 8,30 716 R 134,78 Billion R 2,41 Billion
Group 4: Money-Concious Majority 6,95 b,76 R 179,48 Billion R 2,59 Billion
Group b: Laboured Living 12,29 13,54 R 25,62 Billion R ,87 Billion
Group 6: Yearning Youth 15,02 15,35 R 9,66 Billion R ,37 Billion

EXPERIAN Consumer Default Index
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Composite CDI at the macro-FAS level

2022 Q2 continued to show that the most affluent consumers continue to

be under more financial strain (relatively speaking) than their less affluent
counterparts. Indeed, FAS Group 1 (Luxury Living) showed a Y-o-Y deterioration
in CDI, whilst Y-0-Y improvements were observed for Groups 2, 3, and 4.

Interestingly, FAS Groups 5 (Laboured Living) and 6 (Yearning Youth) showed
significant deterioration in CDI, after the improving trend that followed in the 2
years after the initial COVID hard lockdown conditions. This is for the most part
related to the meaningful increase in new business volumes that was seen for
Retail over the 2021 Festive season (this sector shows the biggest representation
of these least affluent consumer groups, who typically are significantly less likely
to qualify for secured credit products).
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Composite Consumer Default Index by FAS Type

FAS Type Name

01.

02.

03.

04.

05.

0é.

07.

08.

09.

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24,

25.

26.

27.

28.

29.

30.

Independent Investors
Affluent Couples
Professional Players
Logged-On Lifestyles
Liquid Living
Successful Singles
Lifestyle Lending
Comfortable Retirees
Secure Singles
Comfortable Couples
Steady Entrepreneurs
Stand-Alone Singles
Plugged-In Purchasers
Payday Pursuers
Deficient Directors
Credit-Reliant Consumers
Secure Seniors

Coping Couples
Restricted Retirees
Low Earners
Misfortunate Mature
Concerning Citizens
Money-Wise Mature
Depleted Resources
Strained Adults

Online Survivors
Struggling Earners
Minimum-Money Workers
Inexperienced Earners

Eager Youth

FAS
Description
The most affluent members of South Africa the majority of which are directors and financially savvy individuals that understand how to make their money work for them.
Well-educated power couples that understand the importance of investments, the correct handling of finances, and protecting their assets.
Career-driven and well-educated individuals with exceptional entrepreneurial abilities that know how to work hard to support their lifestyles.
Young professionals that are very active when it comes to online retail buying but understand the value investments such as property carry.
Upper-middle-class, mature individuals with strong family tendencies that rely on financing to afford the extra necessities in life.
Young and unmarried but successful individuals that are driven by prestige and seek to further their personal and professional accomplishments.
Established individuals that are eager to spend but are still somewhat reliant on credit to support their lifestyles.
Stable, mature individuals either approaching or in retirement that are set up for comfortable retirement.
Young singles that are setting up their lives and with the potential to become a more affluent type as they age and their incomes increase.
Couples leading enjoyable lives and whose basic needs are met; however, they are not prepared for the odd financial hiccough.
Middle-aged small business entrepreneurs that can support themselves but would struggle to afford more expensive assets.
Young money-savvy and independent singles that are building their personal lives and careers by climbing the ranks and that understand the importance of assets.
Having grown up with the development of technology, most have not known a world without the internet and would leverage technology in their careers.
Living from month to month, these middle-aged individuals rely on finance to bridge the gap between paydays.
Owners of small enterprises that are unlikely to see any significant increase in income and whose financial limits impact their ability to budget for unforeseen financial needs.
Young adults are relying on financing to cover monthly expenses, especially for retail purchases; most likely to elevate their level of lifestyle.
Senior citizens who are mostly in their retirement with enough income to provide for the basics and financial security.
Mature couples in the late stages of their careers as employees with enough income to cover basic needs until they retire.
Senior citizens who struggle to afford the basics, and therefore need to continue working despite being in retirement.
With some of the lowest salaries, these middle-aged individuals are severely restricted in terms of access to financing and purchasing power.
Approaching retirement age, these wage-based employees would need to continue working well into retirement to supplement their state pensions.
Late middle-aged employees that are ill-equipped to accumulate adequate savings or investments for retirement, instead they use salaries to cover basic needs.
Mature individuals that are not financially secure and may even need to work part-time during retirement to supplement any pensions received.
Employees, probably in the unskilled worker sector, with low resources which restrict access to financial services to afford monthly necessities.
Low finances leave these middle-aged individuals strained to afford little more than the basics.

Young adult unskilled or shift workers that are likely cohabiting with significant others or family and are unable to afford more than their basic needs.

While these individuals struggle to make ends meet, which has led to a reliance on financing to supplement their income, they do understand the value of insuring the little they have.

Unskilled labourers, with salaries barely above the minimum wage for South Africa, whose meagre salaries are a huge obstacle in obtaining finance with which to buy assets.

Young salaried employees that are new to the job market and are beginning to set up their lives; however, they are likely still residing with family or are renting cheaper accommodation.

The youngest entry-level employees that are beginning to realise the cost of living and are likely reliant on family for support or accommodation.

CDI

Jun'22 Jun'21

2,53

2,40

2,66

1,70

2,69

3,48

4,07

3,89

598

6,08

9,62

516

4,73

6,27

8,44

11,94

3N

2,74

5,20

11,22

791

6,23

6,47

8,28

8,76

12,83

9,22

14,99

14,67

16,77

212

2,40

2,56

2,10

3,16

3,27

3,87

4,58

4,26

6,51

10,83

6,10

6,38

7,78

918

13,47

4,37

4,16

7,35

11,03

8,72

7,56

771

9,26

11,59

10,99

970

14,41

14,05

17,22

Year on
Year A

0,40

0,00

on

-0,40

-0,47

0,21

0,20

-0,69

1,72

-0,43

-1,20

-0.94

-1,64

-1,50

-0,74

=153

-1,26

-1,42

-2,15

0,19

-0,81

1,38

-1,24

-0.99

-2,83

1,83

-0,48

0,57

0,62

-0.46

In 2022 Q2 FAS Types 09 and 26 (Secure Singles
and Online Survivors) showed the most significant
deterioration in CDI. This aligns with the observation
in 2022 Q1, where these consumer types were in
fact the only FAS types showing a deterioration in
CDI. Significant Y-0-Y improvements were seen for
FAS types 25 and 19 (Strained Adults and Restricted
Retirees).

Overall, though, the table to the left re-iterates the
observation that most affluent consumers consistently
saw a deterioration in CDI.

Although new business volumes have been unusually
skewed towards the less risky end of the credit risk
market, we have seen an increased representation

of FAS Groups 5 and 6 for unsecured credit over the
last few months, leading to higher CDls for these
consumers. Furthermore, the recent interest rate hikes
In increased fuel prices have also had a particularly
detrimental impact on these consumers’ ability to
honour their debt commitments.

Online Survivors (26): This consumer type has an
average age of 34 years, comprising mostly unskilled
or shift workers that are likely cohabiting with
significant others or family and are unable to afford
more than their basic needs. They continue to have

the largest retail loan credit exposure, but they saw a
significant deterioration in CDIl from 10.99 in 2021 Q1 to
12.79% in 2022 Q1.
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Online Survivors deteriorated from 10.99 in 2021 - —_— 4. ' ) - . : s o
Q2 to 12.83 in 2022 Q2. This was the greatest — — - — m i o
Y-0-Y deterioration in CDI of all the FAS Types. vy g . =h

These consumers form part of FAS Group b
and reflect the less affluent end of the market.
Although this consumer type is the single most | L Y
represented type in the Retail Loan space (~12%
of total exposure), they have been under increased
pressure to honour their debt commitments ‘ )
— particularly following recent interest rate | LN : b : T | el e ’ Rt
increases. | ' ' | - _—

- In 2022 Q2 FAS Types 09 and 26 (Secure Singles and Online Survivors) showed
the most significant deterioration in CDI.

Strained Adults (25): These consumers have an
average age of 48 and earn an average annual
income of just under R140 000. They are likely to
be office employees or shop stewards and only
12% of Strained Adults have a home loan. With
almost half of these consumers being married,
spousal contributions to the household would
improve their financial capabilities. 99% of these
consumers make use of unsecured loans - mostly
retail credit, but also unsecured banking credit
products — in order to afford basic living expenses.

Strained Adults showed a significant Y-o-Y
improvement in CDI from 11.59 in 2021 Q2 to 8.76

" . — 2| g g; | , J 'Iii!|a‘|i;=ffli:|iIi-i”" alll \J ’ e l

et B e B

These consumers are deemed to be at high credit

risk. However, due to their age maturity, these I S ~ s\ -’ ” Ny
consumers might be more conscientious when 2. | i | rr -l ) di |
| | g
It comes to managing their finances than their . e S il | s e it -
younger counterparts in the less affluent groups. ' =i 2 = _ S SIS —_— : i
s J .9
. I )
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Composite Consumer Default Index by Province

L . . N . . of balances on an
At a provincial level, the Y-o-Y improvement in CDI was most significant in the Western In value defaulted for annualized basis
Cape. There are 4 provinces, however, where slight deteriorations were observed, i.e. R19.28bn first time over the I . defaulted for first time
Mpumalanga, Free State, Eastern Cape and North West. ' period Apr 2022 to 380 A) over the period Apr 2022
Jun 2022.
 The CDI in the Western Cape continues to be the lowest, at 2.69, down from 3.18 4 to Jun 2022.

observed in 2021 Q2. The Western Cape with its high representation of more affluent
consumers remains the province with the lowest CDI overall.

« At the opposite end of the scale, Mpumalanga is still the province with the highest

CDI, also showing a Y-o0-Y deterioration from 5.20 in 2021 Q2 to 5.23 in 2022 Q2. CDI CDI New Default Balances
Jun'22 Jun'21 Apr'22-Jun'22

Considering the relatively high representation of less affluent consumer groups in this
province, it is understandable that Mpumalanga exhibit the highest CDI overall.

[ Wl Composite Index , , R19 280 368 681
W FAS Type 2 - largest credit exposure , , R2 027 652 189

 The worst deteriorations were observed in the Eastern Cape and North West — both
of these provinces showing a Y-o-Y deterioration in CDI 0.12. __Jl FAS Type 30 - highest CDI . . R131 110 952

Composite Consumer Default Index

CDI = % of Never Defaulted Balances that Defaulted in last 3 Months @ FAS Type 2 - Largest Credit Exposure

30,0
N P FAS Type 4 - Lowest CD|
¢ . rN\ s
25,0 \ ’I \ 4 \—\ ,’ \ ! \\_ N
\ ’, \\ i\ \ ™, ! ) . FAS Type 30 - Highest CDI
\\ ’ \'ll \\~ _ 'I \ l--' \‘
20,0 \ /s ! \
\\o 7T v ‘\ ’-\
/ \
15,0 v \\'\\ ,’-"” . ’ ’
= Rank & Province Jun’21 Jun’22
10.0 1. Western Cape 3,18 2,69
2. Gauteng 3,88 3,56
5,0 N 3. Free State 4,04 4,08
— ’,,' ‘\\ ’____.\
------------------------------------------ R et 4. KwaZulu-Natal 4,66 4,25
0,0
I\l\l\l\l\I\CDCDCOOO(X)OO(I)OOQDCDCOOOO‘\O\O\@O\@O@O\O\@ChOC)OOOOOOC)OOC)\—\—‘—\—\—\—\—\—\—\—\—\—NC\INC\IC\IC\I 5 Northern Cape 4'78 4'43
FFFFFFFFFFFFFFFFFFFFFFFFFF S e Ia\IaVIaN IaN e\ Ia\ e\ IaN [ e IaNIaN [aN [aNIaN[aN [aN [aN [\ [aN [aNIa\ [ [aNIa\Ia o\ Iq)]
OOOOC)C)C)OOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOO
NANNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNN 6. Eastern Cape 4,38 4,50
38"1‘588%85"%%30’%588%855%530’8‘588%8?5E%EES’S‘GS8%855555%’8‘588%853%%
D ZNROZADL SIS P INOZAL SIS O INOZAJLSISS P ZN0ZAS L SIS P IN0Z2asLsS<IsSS 7 North West 4 87 499
mposite Index .
-—— FAS Type 02. Affluent Couples - largest credit exposure 8. Limpopo 5,17 5,02
FAS Type 04. Logged-on lifestyles - lowest CDI 9. Mpumalanga 520 523

SRS,




Composite Consumer Default Index by FAS Type FAS CDI

. _ | FAS Type Name Jun'22 Jun'21 Year on Year A
FAS groups 1 and 2 jointly had over 80% of the total Banking and Retail market 01. Independent Investors )53 219 040
exposure in South Africa in 2022 Q2. This is due to their large exposure to the high- 02. Affluent Couples 540 240 000
value products associated with secured credit. These consumers are also generally 03. Professional Players 2 64 256 011
deemed to be of lower credit risk. As such, their CDI is typically at the lower end of the 04. Logged-On Lifestyles 170 210 040
scale. That said, we have seen that the most affluent segments in the market (although 05. Liquid Living 2 49 314 047
still exhibiting the lowest CDI generally speaking) have been under more pressure to 06. Successful Singles 348 397 021
honour their debt commitments since the onset of COVID. This is mainly because these 9 Liesyle el 407 387 0.20
consumers typically continued to qualify for new credit throughout lockdown periods, 08. Comfortable Retirees 389 458 069
and now are coming under pressure due to increased interest rates. 09, Seaure Singles 598 426 179
o Affluent Couples (Type 2), who are well-educated power couples that understand the 10 Commioriziale Coupee 2rlle Rl e
importance of investments, finances, and insurance have the largest credit exposure 1. Steady Entrepreneurs o2 10,83 20
across all segments. This type remained flat Y-0-Y in CDI-terms at 2.40. |2 sing Alene Singles anle 210 i
13. Plugged-In Purchasers 4,73 6,38 -1,64
» Logged-on Lifestyles (Type 4) are young professionals that are very active when it 14. Payday Pursuers 497 778 150
comes to online retail buying but also understand the value of investments such as 15 Deficient Directors 8 44 918 074
property. They have the lowest CDI and are showing improvement in CDI from 2.10 in 16. Credit-Reliant Consumers 1194 13 47 153
June 2021 to 1.70 in June 2022. 17. Secure Seniors 3,11 4,37 -1,26
 Eager Youth (Type 30), who are the youngest entry-level employees that are 18, Loping Coupies ol “alle el
beginning to realise the cost of living and are likely reliant on their family for support 0 Resiriciee Refirees 520 Fek ZilE
or accommodation, have the highest CDI. This consumer type has typically not 20, Lo LaIrnErs 22 o Lol7
qualified for new credit in the tightening environment, and as a result, their CDI has 21, MSTeruneEle MEure G il mal
shown a marked improvement over the past year, moving from a CDI of 17.22 in June 22 ERmESTIRG CMZEnE 9758 726 s
2021 to 1677 iﬂ JUﬂe 2022 23. Money-Wise Mature 6,47 771 -1,24
24. Depleted Resources 8,28 9,26 -0,99
25. Strained Adults 8,76 11,59 -2,83
CDI CDI New Default Balances 26. Online Survivors 12,83 10,99 _
Jun'22 Jun'21 Apr'22-Jun'22 ,

_ 27. Struggling Earners 9,22 9,70 -0,48

| W Composite Index R19 280 368 681 .
W FAS Type 2 - largest credit exposure R2 027 652 189 28, MU= ieney UiorieEns [ Bl 0et
29. Inexperienced Earners 14,67 14,05 0,62

| FAS Type 30 - highest CDI R131 110 952 30. Eager Youth 16,77 17,22 -0,46




Home Loan Consumer Default Index by Province

L . . , of home loan balances
Home Loans showed a significant improvement in Home Loans CDI Y-0-Y, moving In value defaulted for on an annualized basis
frgm 1.73 iQ Mar.ch 2021 .to 1.63 In Mar.ch 2022. Q-0-Q the Home .I_oans CDI saw a very R4 30bn firsﬁ time over the ‘ 20 defaulted for first time
slight deterioration (moving from 1.58 in December 2021 to 1.63 in March 2022). The period Apr 2022 to 1 é /0 over the period Apr 2022
Y-o0-Y improvement constituted a relative change of 6% for the Home Loans CDI and Jun 2022. 0 Jun 2027

contributes ~50% to the Composite CDI due to the high exposure associated with Home.
The Q-0-Q move was flat, with the March 2021 Home Loans CDI having also been 1.62.

All provinces saw a Y-o-Y improvement, except for Mpumalanga.
CDI CDI New Default Balances

« The Home Loans CDI in the Western Cape remained the lowest and showed Jun'22 Jun‘21 Apr'22-Jun‘22
improvement from 1.38 in June 2021 to 1.08 in June 2022. The Western Cape also o] Home Loan Index R4 295 818 154
showed the second-most significant improvement in Home Loans CDI at a provincial gl AS Type 2 - largest credit exposure 1849 270 597
level, after only North West.

[ W FAS Type 28 - highest CDI : : R2 831018
e North West saw the most significant improvement in Home Loans CDI, coming down

from 1.54 to 1.37 Y-0-Y.

« At the opposite end of the scale, Mpumalanga had the highest Home Loans CDI and
was also the only province to show deterioration, moving from 2.00 in June 2021 to

2.02 in June 2022. . FAS Type 2 - Largest Credit Exposure

FAS Type 26 - Lowest CD|
Home Loans Consumer Default Index

CDI = % of Never Defaulted Balances that Defaulted in last 3 Months . FAS Type 28 - Highest CDI

7,0
6,0

50

Rank & Province Jun’21 Jun’22
4.0
1. Western Cape 1,38 1,08
3,0 2. Northern Cape 1,54 1,37
50 3. Eastern Cape 1,66 1,59
4. Free State 1,82 1,64
L. 5. KwaZulu-Natal 192 172
0,0 6. Limpopo 1,79 1,77
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o o Tall T ot Eat Tl [ ol Fa Tl fat [t T o et Tt ol ol Hal T ol o Tt o [asl fa T Ul H ot ot Ha R all X el Tt [o Fat (e [ ol Fa T ot [T o f ol [N [ o e el T T et Fatlf ol falt T st T o el T Tat faut faut ot ) )
5300305080853 50038G08arS390E3 860808539803 8608055250038588885
PZNnOZASL SIS P gnOZau SIS N0 ZasL LSS ' gnOZau SIS gnlzZzasus<sS 8 North West 217 184
—Home Loan Index ——Composite Index 9. Mpumalanga 2,00 2,02




FAS CDI

Home Loan Consumer Default Index by FAS Type

FAS Type Name Jun'22 Jun'21 Year on Year A
By far the largest credit exposure from a home loans perspective falls in the FAS 01. Independent Investors 1 84 62 022
Groups 1 and 2. While not immune to the distressed environment, consumers with 02. Affluent Couples 15 1 66 014
access to home loans have a lower likelihood of defaulting and thus these high 03. Professional Players 139 1 47 008
affluence consumers typically continued to qualify for new credit during the period of 04. Logged-On Lifestyles 4 160 019
more strict credit risk criteria being applied by many lenders. 05. Liquid Living 141 189 048
o Affluent Couples (02) are typically well-educated power couples that understand 06. Successiul singles 1,31 1,54 -0.23
the importance of investments, the correct handling of finances, and protecting 07, Liiesigis Lemelng 2,36 2,90 s
their assets have by far the largest credit exposure in Home Loans. While financially 08. Comiortable Retirees L 20 SUieo
mature, this type experienced an improvement in Home Loans CDI from 1.66 in June U% Seeure Singles £iel 07 LA
2021 to 1.51 in June 2022. 10. Comfortable Couples 2,37 3,09 -0,72
11. Steady Entrepreneurs 3,46 7,78 -4,32
e Online Survivors (26) who are young adult unskilled or shift workers that are likely 12. Stand-Alone Singles 121 | 46 024
cohabiting with significant others or family and are unable to afford more than 13. Plugged-In Purchasers 207 265 057
their basic needs, still have the lowest Home Loans CDI and they also saw a drastic 14. Payday Pursuers 183 335 159
improvement in CDI from 4.48% in June 2021 to 0.61% in June 2022. Note, however, 15 Deficient Directors 284 278 0.06
that due to the small volumes of Home Loans consumers in the Online Survivor 16 Credit-Reliant Consumers 343 388 045
segment (<0.1% of the total market), this result is probably more due to volatility 17 Secure Seniors 192 273 0,82
associated with small samples, than it is to actual improvement in this segment. 15, Comine Cowaes .80 2 49 10,69
 Minimum-Money Workers (28), who are young adults (average age 34) that earn the 17, Restricted Retirees 213 04 171
lowest average annual income and have very low exposure to banking products, have 20, Lo BEISE 116 SHUk i
the highest Home Loans CDI and saw Y-o-Y improvement from 4.23 down to 2.05. This ARG I 1 217 -1.06
reflects the low exposure of this segment to banking products and hence the relative 22 ERmESTIRG CMZERE L SHlke Ui
high volatility in their CDI. 23. Money-Wise Mature 2,49 3,68 -119
24. Depleted Resources 316 3,72 -0,5b
cD cDl New Default Balances 25b. Strained Adults 1,65 1,71 -0,06
Jun’22 Jun'21 Apr'22-Jun'22 26. Online Survivors 0,61 4,48 -3,87
. W FAS Type 2 - largest credit exposure R845 290 339 28. Minimum-Money Workers 4,23 2,05 2,18
29. Inexperienced Earners 2,07 1314 -11,07

Ll FAS Type 28 - highest CDI . . R2 831018 30. Eager Youth 1,62 0,00 1,62




Vehicle Loan Consumer Default Index by Province

| | | | | | of vehicle loan balances
Vehple Loans CDI has shown Y—o.—Y deterioration, mpvmg from 4.27 in Jgne 2021 to | m valge defaulted for on an annualized basis
4.36 in June 2022. Q-0-Q the Vehicle Loan CDI deteriorated sharply, moving from 3.92 in R5 03bn fIrSF time over the ‘ 0 defaulted for first time
March 2022 to the present 4.36. period Apr 2022 to 436 A) over the period Apr 2022
« The Vehicle Loans CDI in the Western Cape ranked the lowest of all the SA provinces. Jun 2022 to Jun 2022.
This is reflective of the high representation of the more affluent FAS Groups 1 and 2
in the province. The Western Cape showed an improvement Y-o-Y, moving from 3.43
in June 2021 to 3.12 in June 2022.
. _ _ CDI CDI New Default Balances
 North West has shown the highest CDI for Vehicle Loans, worsening Y-o-Y from Jun'22 Jun'21 Apr'22-Jun'22

4.37 in June 2021 to 5.47 in June 2022. This was also the most significant provincial @
deterioration in Vehicle Loans CDI.

Vehicle Loan Index R5 032 826 725

M FAS Type 2 - largest credit exposure R489 012 364

Vehicle Loans Consumer Default Index 0 s lype 9 - ighesi CUl R el Jhe

CDI = % of Never Defaulted Balances that Defaulted in last 3 Months

7,0
6,0
5,0
. FAS Type 2 - Largest Credit Exposure
4,0
FAS Type 27 - Lowest CD|
3,0 :
. FAS Type 19 - Highest CDI
2,0
Rank & Province Jun’21 Jun’22
0,0
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3. Free State 3,47 4,25
—\/ehicle Loan Index — Composite Index 4. Limpopo 4,59 4,58
5. KwaZulu-Natal 4,88 4,62
6. Northern Cape 4,35 4,82
7. Eastern Cape 4,66 5,14
8. Mpumalanga 4,97 5,38

9. North West 4,37 H,47




Vehicle Loan Consumer Default Index by FAS Type = CDI

FAS Type Name Jun'22 Jun'21 Year on Year A

Access to vehicle loans is predominantly targeted at macro-FAS Groups 1 and 2. The 01. Independent Investors 318 2 64 054
largest credit exposure is in FAS Group 2, who holds ~45% of the market. 02. Affluent Couples 291 )81 011
» Affluent Couples (02) who can best be described as well-educated power couples 03. Professional Players 3,82 317 0.64
that understand the importance of investments, the correct handling of finances, 04.Logged-On Lifestyles 1.93 2,36 -0.43
and protecting their assets have the largest credit exposure in Vehicle Loans of all 05. Liquid Living 3,31 3,42 -0.12
consumer segments. While financially mature, this type (as was the case with most 06. Successtul Singles 2,36 4,18 1.18
other FAS types) experienced a deterioration in Cl from 2.81 in June 2021 to 2.91 in it =Sl e e e s 3,35 U7
June 2022. 08. Comfortable Retirees 3,39 4,20 -0,81
09. Secure Singles 5,68 3,75 1,93
e Struggling Earners (27) struggle to make ends meet and as such only 5% of them 10. Comfortable Couples 5 66 479 087
have Vehicle loans valued at an avg. R136k. They had the lowest Vehicle Loan CDI, 11 Steady Entrepreneurs 956 917 0,39
this is purely the result of very low product ownership (0.02% exposure to the Vehicle 12. Stand-Alone Singles 529 602 073
Loan market) in this type, and not by any means an indication of any improvement in 13. Plugged-In Purchasers 5 1 508 053
this segment’s financial performance. This segment represents only 0.8% of the total 14. Payday Pursuers 795 969 174
South African credit base and has had zero first-time defaulters in the Vehicle Loan 15 Deficient Directors 8 67 956 1090
portfolio over the last quarter' 16. Credit-Reliant Consumers 8,00 793 0,07
 Restricted Retirees (19) are senior citizens who struggle to afford the basics and |7 SEEUTE SERIDE 07 It it
therefore need to continue working despite being in retirement. As such, the few 18, Coping Coupes 23 enlll 29/
individuals in this segment who do have a Vehicle Finance product (6%), are likely e Mesitriiee) [Relirees I5ei [ 15
to be pushing their limits in terms of affordability, and as a result, are exhibiting the AL T SRS 387 772 ~0.82
highest Vehicle Loans CDI and have seen a deterioration in CDI from 14.25% in June 21. Misfortunate Mature 8,08 17.86 78
2021 to 15.80% in June 2022. 22. Concerning Citizens 7,23 8,84 -1,61
23. Money-Wise Mature 918 11,09 -191
24. Depleted Resources 10,28 975 0,53
o1 - New Default Balances 25. Strained Adults 895 9,33 -0,37
Jun'22 Jun'21 Apr'22-Jun'22 26. Online Survivors 3,75 758 -3,82

(W Vehicle Loan Index R5 032 826 725 27. Struggling Earners 56,02 3,42 _
| W FAS Type 2 - largest credit exposure R489 012 364 28. Minimum-Money Workers 2,86 915 -6,29
29. Inexperienced Earners 5,54 8,32 -2,78

W FAS Type 19 - highest CDI R3 515 046 30. Eager Youth 287 8} i/ 0,57




Credit Card Consumer Default Index by Province

_ of credit card balances
The Credit Card CDI has shown a meaningful improvement Y-o-Y (moving from 6.95 in value defaulted for on an annualized basis
in June 2021 to 6.32 in June 2022). Q-0-Q the Credit Card CDI has also seen a slight R2 47bn first time over the 0 defaulted for first time
improvement, moving down from 6.46 in March 2022 to 6.32 in June 2022. ' period Apr 2022 to 632 A) over the period Apr 2022
Jun 2022 to Jun 2022
Six of the nine provinces have shown a Y-o-Y improvement in the Credit Card CDI in '

June 2022, the exceptions being North West, Free State and the Eastern Cape.

« The Credit Card CDI in the Western Cape continues to be the lowest from a provincial

perspective, at 5.19 in June 2022. This proved to be the most significant improvement CDI CDI New Default Balances

at a provincial level, moving from the 6.36 observed in June 2021. Jun'22 Jun'21 Apr'22-Jun'22
@

Credit Card Index R2 469 525 014

« The second most significant improvement was for Gauteng, moving down from 6.85 S e —— R325 164 751

in June 2021 to 5.95 in June 2022.

« The lowest Credit Card CDI was observed in the Eastern Cape. This province also saw ol F/S Type 16~ highest CDI RU7 788 1

the most significant deterioration in Credit Card CDI, moving from 6.77 in June 2021
up to 7.77 in June 2022.

Credit Cards Consumer Default Index
CDI = % of Never Defaulted Balances that Defaulted in last 3 Months

10 . FAS Type 2 - Largest Credit Exposure
9 FAS Type 14 - Lowest CDI
8 :
. FAS Type 16 - Highest CDI
7
6
4 Rank & Province Jun’21 Jun’22
2 1. Western Cape 6,36 519
2. Gauteng 6,85 5,95
2
3. Free State 6,66 6,83
! 4. KwaZulu-Natal 7,59 697
0 .
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——Credit Card Index —— Composite Index 8. Mpumalanga 8,15 7,62

9. Eastern Cape 6,77 7,77




Credit Card Consumer Default Index by FAS Type FAS CDI

FAS Type Name Jun'22 Jun'21 Year on Year A
The wider access to credit cards across the various FAS segments results in the Credit 01. Independent Investors 428 336 097
Card CDI being substantially higher than what is seen for secured credit products. 02. Affluent Couples 5 04 477 027
Still, FAS Groups 1 and 2 have the biggest value exposure to Credit Cards, constituting 03. Professional Players 63 5 82 050
roughly 75% of the total Credit Card exposure in the market. 04. Logged-On Lifestyles 341 5 42 201
o Affluent Couples (02) who can best be described as well-educated power couples e ol Sl 144
that understand the importance of investments, the correct handling of finances, 06. Successiul Singles 8,12 783 0.27
and protecting their assets have by far the largest Credit Card exposure across all 07. Litestyle Lending 7,61 799 -0.38
segments. Their Credit Card CDI improved from 6.95 in June 2021 to 3.32 in June 08. Comfortable Retirees 2,84 6,76 1,12
2022. 09. Secure Singles 10,15 718 297
10. Comfortable Couples 8,64 996 -1,32
e Payday Pursuers (14) are living from month to month. These middle-aged individuals 11. Steady Entrepreneurs 1060 1588 529
rely on finance to bridge the gap between paydays. Having tight budgets, these 12. Stand-Alone Singles 5 81 8 26 245
consumers are active credit users who are also good payers. This type has the lowest 13. Plugged-In Purchasers 462 931 4 69
Credit Card CDI. In fact, they have also seen a highly significant improvement in Credit 14. Payday Pursuers 307 10.59 753
Card CDI, moving from 10.59 in June 2021 to 3.07 in June 2022. Note that they have 15 Deficient Directors 96 1159 197
Very low exXposure (NO'B%) in the CC market. 16. Credit-Reliant Consumers 13,98 14,03 -0,05
e Credit-Reliant Consumers (16) are relatively young consumers, having average 17. Secure Seniors 3.82 4,90 -0.68
annual salaries of R146 000, have high exposure (98%) and utilisation (over 80% of 18. Coping Couples 3,48 6,90 ~3,42
them using at least 75% of their limit) of unsecured loans. They have the highest % NESHTIGED REKTECE n2 0 sl
Credit Card CDI. They have improved from 14.03 in June 2021 to 13.98 in June 2022 20 Low Earners o 700 0
and hold roughly 2.5% of the total exposure in the Credit Card market. 21 MISTIRUTENS LSS i e I
22. Concerning Citizens 5,08 936 -4,27
23. Money-Wise Mature 7,84 8,79 -0,95
24. Depleted Resources 10,65 959 1,06
cDI cDl New Default Balances 25. Strained Adults 978 11,63 -1,86
Jun’22 Jun'21 Apr'22-Jun'22 26. Online Survivors 704 14,04 -7.00
[ W Credit Card Index R2 469 525 014 27. Struggling Earners 10,80 8,74 2,06
(_ FAS Type 2 - largest credit exposure R325 164 751 28. Minimum-Money Workers 13,87 13,53 0,33
29. Inexperienced Earners 11,30 16,58 -5,28

| W FAS Type 16 - highest CDI R117 944 124 30. Eager Youth 980 16,89 -7.09




Personal Loan Consumer Default Index by Province

The Personal Loans CDI continued to show Y-o-Y improvement, albeit less significant in value defaulted for Z;paenrsjgl?zlelgagasscijsn

than what was observed in the c.2 CDI points improvement seen in Marc 2022. This R6.29bn first time over the 0 defaulted for first time

quarter we saw the CDI moving down from 8.49 in June 2021 to 8.00 in June 2022. period Apr 2022 to 80 O A) over the period Apr 2022

Q-0-Q, however, the Personal Loan CDI was relatively flat, moving only marginally Jun 2022. to Jun 2022,

downwards from 8.06 in March 2022.

From a market-exposure and credit-active population penetration perspective, the

primary FAS segments that actively engage with credit providers for Personal Loans

exhibit a higher representation of the FAS Groups 4, 5 and 6 (> 33%). annéz Jf:.; NeWA?:,.f;;_ljflf.lzaznces

 The Northern Cape has shown the most significant improvement in Personal Loans o] Personal Loan Index 5,00 5,47 RO 290 785 337
CDI, moving from 8.21 in June 2021 to 6.92 in June 2022. This is also the province with ll PS5 Type 5 - largest credit exposure > o RS71 753 848

the lowest Personal Loans CDI in June 2022.

W FAS Type 29 - highest CDI 13.97 13,48 R193 836 426

e Mpumalanga had the highest Personal Loans CDI in June 2022 but still showed an
Improvement from 8.80 in June 2021 to 8.67 in June 2022.

« The only province showing a deterioration in Personal Loans CDI this quarter was the

Eastern Cape, moving from 7.81 in June 2021 to 790 in June 2022.
. FAS Type b - Largest Credit Exposure

FAS Type 18 - Lowest CDI

Personal Loans Consumer Default Index

19 CDI = % of Never Defaulted Balances that Defaulted in last 3 Months

B FAS Type 29 - Highest CDI

10

Rank & Province Jun’21 Jun’22
6
1. Northern Cape 8,21 6,92
4 2. Free State 7,37 712
3. Limpopo 7,56 7,26
‘ 4. North West 791 763
" b. Eastern Cape 7,81 790
PSS SN0 oo ooon o OO o OV OV OVOV OOV O OO OO0 OO0 00 0O r~r~r—r—rrr-rrrr OO
B SEE e oL PP e b e b B PEESEEEEE Do DS NISIN NSO NN NN NN NN oINS 6. KwaZulu-Natal 8,64 793
[l TN [aN TaN N T aNT SN ol TaN Tt aN Ha T F ol Ta Fal Tl T N FaN T aN [ e TN { o [N T ol Rl Tl [ el Tl T ¥ [l TN Fa f a FaN ol [ [l FaN [N o FaN ¥ T o Tou FaN TaN TN Fa [l ol ol Fall F sl [ o Fa Fa | o [ T
_D'?O_*"‘}OC_DLLPwC_D)CL*"">UE_DL“‘—}-|E_U‘)CL‘“‘>UC_O“-‘*>\C_“UICL"‘}UC_D‘-“—P"C_U]CL‘G = 0 C.ObY T
5250285834835 35038 583323528328 383323°523028823283523028523283 7. Western Cape 8,83 798
—Personal Loan Index — Composite Index 8. Gauteng 8,75 8,09

9. Mpumalanga 8,80 8,67




Personal Loan Consumer Default Index by FAS Type = CDI

FAS Type Name Jun'22 Jun'21 Year on Year A
The wider access to personal loans across specifically FAS Groups 4, 5 and 6 (~33% of 01. Independent Investors 5 85 430 155
total exposure), results in the overall Personal Loans CDI being substantially higher than 02. Affluent Couples 660 578 082
that of other traditional banking products. 03. Professional Players 764 734 0,30
e Liquid Living (05), upper-middle-class mature individuals, have an average age of 04.Logged-On Lifestyles 4,79 6,67 -1,89
52. 69% of them are married, probably having children in their late teens and early 05. Liquid Living 2,77 6,59 -0.81
twenties. With an average annual income of R415 000, these consumers have the 06. Successful Singles 701 8,08 0.92
largest credit exposure in Personal Loans and are typically deemed to be of relatively 07. Lifestyle Lending 768 728 0,40
low credit risk. This type saw an improvement in Personal Loan CDI Y-o0-Y, moving 08. Comiortable Retirees 6,06 6,78 -0.91
from 8.46 in March 2021 to 6.51 in March 2022. 09. Secure singles 799 7,20 2,39
10. Comfortable Couples 7,56 900 -1,45
e Coping Couples (18) are typically 45 — 60 years old and earning ~R175k p.a., these 11, Steady Entrepreneurs 936 19,08 969
Individuals often have unsecured bank loans to cover unforeseen expenses. They have 12. Stand-Alone Singles 795 779 054
the lowest Personal Loans CDI, but still, show deterioration from 6.22 in June 2021 to 13. Plugged-In Purchasers 747 8 67 120
4.51 in June 2022. 14. Payday Pursuers 6,39 7,01 -0,63
 Inexperienced Earners (29), have deteriorated in the Personal Loan CDI, moving from & Defieient Lireciors g e bze
13.48 in June 2021 to 13.97 in June 2022 and are the consumer type with the highest 6, Crealit Rt Comsl mers Lo 1406 L2
first-time default rate in Vehicle Loans. Remember that this type consists of young |7, SECUTE SENIETE Lo 221 Sl
salaried employees that are new to the job market and are beginning to set up their 1, Ceping Coup e il o2z A
lives, and as a result, are exhibiting the highest Personal Loans CDI. W RSB | RAIREE Sl ik 0
20. Low Earners 976 937 0,39
21. Misfortunate Mature 7,81 8,15 -0,34
22. Concerning Citizens 6,64 8,03 -1,39
23. Money-Wise Mature 6,75 790 -114
an[,)éz th:r?; NewA[:)if;;_ler?lzaznces 24. Depleted Resources 8,67 9,88 -1,22
[ M Personal Loan Index R6 290 985 339 25. Strained Adults 8,48 11,48 -3.00
[ W FAS Type 5 - largest credit exposure R371 933 848 26. Online Survivors 9,03 7,22 1,81
27. Struggling Earners 8,47 792 0,55
[ W FAS Type 29 - highest CDI R193 836 426 28. Minimum-Money Workers 13,60 13,45 0,14
29. Inexperienced Earners 13,97 13,48 0,49

30. Eager Youth 11,61 12,38 -0,76




Retail Loans Consumer Default Index by Province

| | - | | of retail loans on
Retail Loans CDI has shown deterioration in CDI — both on a Q-0-Q and Y-o0-Y basis. On in value defaulted for an annualized basis
an annual basis, we have seen the Retail Loans CDI moving from 12.17 in June 2021 to R119bn firSF time over the 1 3 éBCV defaulted for first time
13.63 In June 2022, whilst the previous quarter’s observation of 11.03 in March 2022 period Apr 2022 to : 0 over the period Apr 2022
was also significantly better than the latest figure. Jun 2022. to Jun 2022,

Retail Loans is the product set in which the least affluent consumer groups, FAS 4, b &
6, hold the most significant portion (~60%) of the market.

All the provinces have shown a deterioration in Retail Loans CDI. CDI o] New Default Balances
Jun'22 Jun'21 Apr'22-Jun'22
 Western Cape again represents the lowest Retail Loans CDI, despite the deterioration " Retail Loan Index 1191 213 449

from 10.39 in June 2021 to 11.14 in June 2022.

[ M FAS Type 26 - largest credit exposure 195 085 522

« The least significant improvement was observed in the Northern Cape. This province
moved from 11.96 in June 2021 to 12.09 in June 2022.

[ M FAS Type 30 - highest CDI 91938 137

e Mpumalanga fared the worst in the provincial Retail Loans CDI ranking, deteriorating
Y-0-Y from 14.88 in June 2021 to 16.03 in June 2022.

Retail Loans Consumer Default Index

FAS T 26 - L t it B
CDI = % of Never Defaulted Balances that Defaulted in last 3 Months . S Type 26 - Largest Credit Exposure

= FAS Type 18 - Lowest CDI
206 B FAS Type 30 - Highest CDI
Rank & Province Jun’'21 Jun’22
10,0 1. Western Cape 10,39 1114
2. Northern Cape 11,96 12,09
3. KwaZulu-Natal 12,32 12,56
Y R N — 4. Free State 11,66 12,76
b. Gauteng 11,72 12,89
20 hnrrreoeomcocnmceasasssanaasageeeaeeaea et R R RRRRENRRERY 6. North West 12,31 1295
—Retail Loan Index - Composite Index 8. Limpopo 14,53 15,85

9. Mpumalanga 14,88 16,03




Retail Loans Consumer Default Index by FAS Type FAS CDI

FAS Type Name Jun'22 Jun'21 Year on Year A
On a Y-0-Y basis, the Retail CDI increased in June 2022, improving from 12.17 in June 01. Independent Investors 659 327 332
20217 to 13.63 in June 2022. Q-0-Q this index showed further deterioration, moving from 02. Affluent Couples 740 475 ) 47
11.03 in March 2022 to 13.63 in June 2022. 03. Professional Players 897 671 291
When looking at the FAS type level segmentation, we observe the following: 0%. Logged-On Lifestyles ok o8 A0
05. Liquid Living 6,20 5,89 0,31
e Online Survivors (26), who are young adult unskilled or shift workers that are likely 06. Successful Singles 11,25 8,96 2,29
cohabiting with significant others or family and are unable to afford more than their 07. Lifestyle Lending 10,60 9,39 1,21 \
basic needs, still have the largest Retail Loans credit exposure and they also saw a 08. Comfortable Retirees 692 6,25 0,67 &
deterioration in CDI from 18.36 in June 2021 to 19.32 in June 2022. 09. Secure Singles 14,94 11,12 3,81 )
e Coping Couples (18) are typically 45 — 60 years old and earning ~R175k p.a., these 18- Comortable Louples 18 s )7
iIndividuals often have unsecured bank loans to cover unforeseen expenses. They 1. Steady Entrepreneurs foos 1657 e
have the lowest Retail Loans CDI, and also showed improvement in Retail Loans CDI, 12 Stand-Alone Singles 1226 1957 i
moving from 6.62 in June 2021 to 5.60 in June 2022. % Muggeddin Purehasers 1 o i
14. Payday Pursuers 10,35 11,54 -119
e Eager Youth (30) are the youngest entry-level employees that are beginning to realise 15. Deficient Directors 14,48 13,62 0,86
the cost of living. They are likely reliant on family for support or accoommodation and 16. Credit-Reliant Consumers 20,97 17,60 3,37
?24% are likely to have Retail clothing accounts. This FAS type has the highest Retail 17. Secure Seniors 5,79 5,24 0,55
Loans CDI, also showing deterioration from 24.60 in June 2021 to 27.87 in June 2022. 18. Coping Couples 5,60 6,62 -1,02
19. Restricted Retirees 8,89 10,27 -1,38
20. Low Earners 17,55 16,85 0,70
an'?éz Jfr?£1 NEWA?;.f;;_lerf‘.lzaznces 21. Misfortunate Mature 10,16 10,50 -0,34
"W Retail Loan Index 1191 213 449 22. Concerning Citizens 15,01 13,03 1,98
([ FAS Type 26 - largest credit exposure 195 085 522 23. Money-Wise Mature 10,64 10,70 -0.26
24. Depleted Resources 14,32 963 4,69
C P FAS Type 30 - highest CDI 91 938 137 25. Strained Adults 16,57 14,68 189
26. Online Survivors 19,32 18,36 0,96
27. Struggling Earners 15,95 17,57 -1,62
28. Minimum-Money Workers 2697 21,65 b,32
29. Inexperienced Earners 27,78 18,25 953

30. Eager Youth 27,87 24,60 3,27




Arrears & Vintages
Performance by Product

3+ Arrears (volume based)

Percentage of Accounts 3+

Percentage of Balances
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As a whole, COVID saw an overall deterioration in 3+ default rates across the market
(bar Credit Card). In the case of Personal and Retail Loans, the last year has seen a
significant improvement in arrears, as consumers have shown a slow return to pre-
COVID levels of Arrears.

@ 6 months

3plus Vintage
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As a whole, COVID saw an overall deterioration in 3+ default rates across the

market (bar Credit Card).

Vintages at 6 months have been influenced by COVID — especially following the initial
hard lockdown — in the Retail and Vehicle Loans portfolios. For the most part, though,
the prevailing low interest rates, coupled with overall increased risk aversion by
lenders, have caused Default rates to be at relatively low levels over the last 2 years —
specifically regarding bank credit.

Vehicle Finance business written between April 2021 and September 2021 has shown
an increased default rate. This could be related to inflationary pressures starting to
Impact new vehicle owners. Early indications from the at 6 months view suggest that
Personal Loans are showing an increase in Default Risk — specifically looking at new
business originated since October 2021.

@ 12 months

3plus Vintage
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Performance by FAS Group @ 12 months

FAS Group Percentage of Accounts 3+ 3plus Vintage - PL/RET

3+ Arrears (volume based)
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Although in the immediate aftermath of the COVID lockdown, all FAS Groups saw a CFG1 —— CFG2 —— CFG3 —— CFG4S6

deterioration in terms of 3+ Arrears, it did not take long for the less affluent FAS Groups
4,5 & 6 to start showing significant improvement in their arrears. In contrast, FAS
Groups 1 and 2 have remained relatively stable after the initial shock, not really showing —\_/—/*/\/‘
as significant a movement from a volume of accounts perspective as the less affluent M ..... ot
consumer groups do. Keep in mind that FAS Groups 4,5 & 6 hold >50% of the total ¢
exposure in the Retail market.

3+ Arrears Vintages (volume based)

Following the initial impact of hard lockdowns, causing a decrease in default rates in
the Personal and Retail Loans vintages @ 12 months due to very low New Business
volumes, these portfolios have for the most part returned to levels observed prior to
COVID across consumer FAS segments.

In the case of Card, Home and Vehicle Loans, higher affluence consumers showed a
significant increase in default rate immediately after the lockdown regulations were
implemented. In the case of FAS Groups 1, 2 and 3, there has been an upward trend in
default rate regarding secured loans and cards — probably linked to increased interest
rates and cost of living.




Summary of the CDIx

 The cost of living has been increasing significantly over the last 2 years.
The Experian Consumer Default Index (CDI), first published in 2017, is designed

to measure the rolling default behaviour of South African consumers with
« Likely increased inability of consumers to meet debt obligations. Home Loan, Vehicle Loan, Personal Loan, Credit Card and Retail Loan accounts.

« Decreased affordability of consumers observed:

« Likely reduction in qualification for new credit.
Decreased qualification for credit from a credit rules perspective. o ﬁ o
Market appetite has increased significantly over the last 2 years.

New product volumes have not recovered to pre-COVID levels:

e | 1 : | s

e .-
q - - .
 Specifically due to Personal and Retail Loan volumes still returning to ER Eii g an By  ,

former levels.

Values have recovered, though probably the result of increased CPI.

High affluence consumers (FAS Groups 1 and 2) typically qualified for

- & S
and took up much higher value loans. - - T i o
The Composite CDI has shown an overall improvement: -
e | " ne| S
» Vehicle and Retail Loans have shown a Y-o-Y deterioration in 2022 Q2. | S Chibdatin
« FAS Groups 1 and 5 have shown Y-o0-Y deterioration. _— y |
Personal and Retail Loans have shown an overall improving trend over ', | iy |
the last 2 years from a 3+ arrears perspective. .
« That these product portfolio’s showed particular risk aversion in credit wi= iq BE OF i
decisioning since the onset of COVID — explaining why these product : E BL" i “
portfolio’s are showing improvement. e
« The FAS Groups 3 - 6 have thus shown improvement in this regard ] | !' 'I f b
as well, as new credit have typically been allocated to even lower risk L€ .. <
consumers than was previously the case. “ 3 . 0 \
'ﬁi }JE ;i.
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Experian Solutions used in the CDI and CDIx

This report leverages Experian data, analytics and technology solutions to bring you
insights into consumers in South Africa.

Our solutions used to develop the CDI and CDIx include:
Consumer macro- and micro-segmentation (FAS)
Bespoke CDI views (benchmarking your business against the rest of the market)
Analytics Benchmark Reports (quarterly full packs or monthly lite reports)

Macro-economic views expanded on in the Business Debt Index (built and maintained
in collaboration with Econometrix (Pty) Ltd)
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Understanding your Locate your Industry Benchmarking
Customers Ideal Customer Reports
The Financial Affluence Segmentation Experian's FAS Location solution Understand how your company is
tool helps companies ideal target allows you to select your ideal performing against the industry in our
populations likely to take up your segment based on their FAS profiles comprehensive benchmarking reports.
product or engage with your services. and/or area to get insights into the
population at a more granular level.

The unpredictable nature of the future can be daunting
C O re S a r p — let us help you understand your situation and how
you can overcome your business obstacles through
e, . . i
E.experlanm analytms data and analytics.
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www.experian.co.za

Contact Us
Should you be interested in our reports and solutions,
or if you would like to book an analytics consultation, please contact us.

scoresharp@experian.com
consumerinsights@experian.com
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