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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)
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Market Context

Cost of Living: Consumer Price Inflation

South African CPIl headline Y-o-Y rates
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A slight ease in the CPl was observed in September 2022, moving down to 7.5% from
7.6% In August. This was mainly due to the drop seen in fuel prices over the last month.
However, Q-0-Q the CPl showed a slight increase from 7.4% in June 2022. The overall
trend for CPI remains, however, upward. Despite the relief seen in fuel costs of late,
the upward move in food costs continues to put South African consumers’ affordability
under pressure. Furthermore, considering that the South African CPI 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)
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In spite of the drop in some fuel prices in South Africa during the 3™ quarter, November
2022 has already seen a return to the upward trend seen over the last 2 years. This upward
pressure on fuel prices is seen worldwide, as the world's economies continue to re-open
from COVID lockdowns. Furthermore, the Ukrainian conflict has exacerbated the pressures
on global oil supplies, in effect contributing to inflationary and cost-of-living pressures on
households globally.

South African CPI headline Y-o-Y rates
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The Q3 decrease in CPl is linked to the decreasing fuel price increase South Africa 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 is expected to resume before the end of 2022. This will add to the woes of the
already sad state of consumer affairs — especially regarding general living expenses (as
typically measured in the CPI).

Food and Non-Alcoholic Beverages price index

Food and NAB (Index Dec 2021 = 100)
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It is concerning, however, to see how the price of food and non-alcoholic beverages
(NAB) has increased — almost exponentially — over the last year. One of the major
drivers of this increase has been the surge in global grain and oilseed prices. The
weakening Rand, increasing cost of fertilizers and load shedding (which leads to
increased costs along the supply chain) are some of the other drivers of this increase in
food prices.
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Interest rates

Unemployment
South African Unemployment Rates
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Market Appetite Market Growth

An increasing trend in appetite but a decrease in approval New Business
Consufner Credit Market Repoit (CCMR) Overall, New Business volumes have continued along the recovery in the 3rd quarter -
N— - albeit at a very slow rate. Disbursement volumes are still recovering to the levels seen
. in 2019. This stems from the fact that unsecured lending has not yet fully recovered.
- o New Business values have returned to and have in fact been exceeding pre-COVID
e B levels since early 2022. 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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continues to exceed it ever since 2021 Q4. This aligns with what we have seen from a
macroeconomic perspective, where consumers are under increasing pressure just to
make ends meet.
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The lowering trend in acceptance rates has continued into the second quarter of 2022
— as per the National Credit Regulator’'s publication. Note that the volume of accepted
applications had not yet recovered by 2022 Q2 to levels seen in 2019. This points to a

continuation of the trend of increasing non-qualification of credit applicants.
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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. Personal Loan limits, however, have been exceeding pre-COVID levels over the last b months now. This
points to the fact that higher affluence consumers have been increasingly dependent on Loans to maintain their standard
of living. It would be interesting to see how the 2022 Black Friday sales impact new business volumes in this space — also
considering the current situation of increasing cost of living.

Credit Cards show the most rapid and continued recovery of unsecured products. High affluence consumers (FAS 1 and 2)
typically hold >75% of the total exposure in this market. These results again suggest that these high-affluence (and typically
low-risk) consumers are highly dependent on this product to meet the demands of their standard of living.

The fact that many lenders have opted for a more conservative approach to the approval of credit applications, 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. For Vehicle Loans, we have seen the total limits exceeding those pre-COVID. This points to inflationary
pressures on the vehicle market. Home Loans have exceeded pre-COVID levels both in terms of value and volume, signifying
that lenders have been relying heavily on this product to grow or even just sustain their business.
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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 considers 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.

More recently, we have seen the composite average open limit of the most affluent consumer group (FAS Group 1) decreasing quite rapidly - returning to limits seen in pre-COVID times.
This probably relates to this mature and credit-savvy consumer group taking more care in deciding on the secured credit products they take up - especially considering the interest rate
upcycle we are currently facing. These consumers are typically well aware that interest rate upcycles greatly impacting the monthly servicing costs associated with secured credit and as
such would be the most likely to take particular care in deciding on the monthly commitments they make - especially considering the present high cost of living.
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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 the 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.
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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. Over the last quarter, however, we have seen Average Open Limits for Home Loans issued to FAS Group 1 showing the most
sizable drop since the drop observed in the initial hard lockdown period of COVID.
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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.
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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.



Experian Consumer Default Index | Composite & Product Level

CompOSite Consumer Default Index CDI = % of Never Defaulted Balances that Defaulted in last 3 Months
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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 %
Change

Composite CDI CDI CDI Average Oustanding New Default Balances
P Sep' 21 Sep' 22 Jul' 22 - Sep' 22 Jul’ 22 - Sep’ 22

Group 1: Luxury Living R 874,8 Billion R 5,15 Billion 16%
Group 2: Aspirational Achievers 3,45 3,62 R 828,15 Billion R 7,5 Billion 5%
Group 3: Stable Spenders 7,50 6,99 R 131,39 Billion R 2,3 Billion -7%
Group 4: Money-Concious Majority 6,07 5,73 R 182,23 Billion R 2,61 Billion -6%
Group b: Laboured Living 11,12 13,50 R 25,66 Billion R ,87 Billion 21%
Group 6: Yearning Youth 14,56 16,04 R 9,03 Billion R ,36 Billion 10%
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Composite CDI at the macro-FAS level

2022 Q3 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 of 16 %.

Interestingly, FAS Groups 5 (Laboured Living) and 6 (Yearning Youth) the least
affluent consumer segments - also showed a significant deterioration in CDI

Y-0-Y, after the improving trend that followed in the 2 years after the initial COVID
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). The
latest results saw a Q-0-Q improvement in CDI for these segments — in line with the
reduced new business written for these segments since 2021 Q4.
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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

Sep'22 Sep'21

2,38

2,19

2,54

1,72

2,70

3,38

4,02

3,66

571

6,24

9,34

4,79

4,98

594

8,17

12,01

2,88

2,69

5,21

10,82

7,50

6,40

6,05

8,03

9,72

12,75

8,76

14,96

15,44

17,40

1,80

2,08

2,18

1,97

2,76

2,69

3,39

3,92

3,56

597

9,69

5,42

5,61

6,94

8,09

12,66

B

3,50

6,03

9,63

7,74

6,65

6,78

8,29

1117

933

8,74

13,67

13,61

16,61

Year on
Year A

0,58

on

0,36

-0,25

-0,07

0,66

0,63

-0,26

2,16

0,28

-0.35

-0,63

-0,64

-1,00

0,07

-0,66

-0,51

-0,80

-0,82

119

-0,24

-0,26

-0,73

-0,27

-1,45

3,42

0,02

1,29

1,83

0,79

In 2022 Q2 FAS Types 09 and 26 (Secure Singles and
Online Survivors) again showed the most substantial
deterioration in CDI this quarter. This aligns with

the observations since 2022 Q1. Notable Y-o0-Y
improvements were seen for FAS types 2b and 14
(Strained Adults and Payday Pursuers).

Overall, though, the table to the left re-iterates the
observation that most affluent consumers saw a
deterioration in CDI. The least affluent consumer
types constituting FAS Groups b and 6, also saw hefty
deteriorations Y-0-Y.

The increased exposure of FAS Groups b and 6 in
unsecured credit over the last few months since 2021
Q4, has led to higher CDIs for these consumer groups.
Furthermore, the increased cost of living has also had
a particularly detrimental impact on these consumers’
ability to honour their debt commitments.

e Online Survivors (26): This consumer type has
an average age of 34 years, comprising of 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 be the FAS Type with the largest retail loan credit
exposure, having 11% of the total market value.

e Online Survivors deteriorated from 2.33 in 2021

Q3 to 12.75 in 2022 Q3. This was the greatest Y-0-Y
deterioration in CDI of all the FAS Types.
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These consumers form part of FAS Group 5 _
and reflect the less affluent end of the market. | AR — - e |
Although this consumer type is the single most ' | | ' “
represented type in the Retail Loan space (~11% of

total exposure), they have been under increased

pressure to honour their debt commitments — In 2022 Q2 FAS Types 09 and 26 (Secure Singles and Online Survivors) again

particularly following the recent increased cost of : » showed the most substantial deterioration in CDI this quarter.
living. o VY " | K

Strained Adults (25): These consumers have an
average age of 48 years 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 — to afford basic living expenses.

e Strained Adults showed a significant Y-o-Y
improvement in CDI from 11.17 in 2021 Q3 to 9.72
in 2022 Q3.

 These consumers are deemed to be high
credit risk. However, due to their age maturity,
these consumers might be more conscientious
when it comes to managing their finances than
their younger counterparts in the less affluent
groups.
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Composite Consumer Default Index by Province

of balances on an

At a provincial level, the Y-0-Y improvement in CDI was most significant in the Western in value defaulted for annualized basis
Cape. There a.re 4 provinces, however, where slight deteriorations were observed. R18 88bn fIrSF time over the I 3 (y defaulted for first time
These were Limpopo, Eastern Cape, North West and the Free State. period Jul 2022 to éé 0 over the period Jul 2022
 The CDI in the Western Cape continues to be the lowest, at 2.57, down from 2.72 >ep 2022, to Sep 2022.

observed in September 2021. 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, Limpopo is the province with the highest CDI, also

showing a Y-o-Y deterioration from 4.50 in September 2021 to 5.05 in September o] CDI New Default Balances

2022. Considering the relatively high representation of less affluent consumer groups Sep 22 Sep 2] Jul 22-Sep 22

[ Wl Composite Index R18 878 401 145

in this province, it is understandable that Limpopo exhibits the highest CDI overall.

. . . L M FAS Type 2 - largest credit exposure R1 946 638 833
This was also the worst deterioration at a provincial level.

[ W FAS Type 30 - highest CDI R120 662 538

Composite Consumer Default Index

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

FAS Type 4 - Lowest CD|

[ / \ i\ 25
I' \ Y/ \ o ) =
!

B FAS Type 30 - Highest CDI
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%40 15 %
§ ' y Rank & Province Sep'21 Sep'22
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FAS Type 04. Logged-on lifestyles - lowest CDI 9. Limpopo 4 50 505
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Composite Consumer Default Index by FAS Type FAS cD|

FAS Type Name Sep'22 Sep'21 YYeeaarrcK‘
FAS groups 1 and 2 jointly had over 80% of the total Banking and Retail market exposure 01. Independent Investors 238 1 80
in South Africa in 2022 Q3. This is due to their large exposure to the high-value products 02. Affluent Couples 219 208
associated with secured credit. These consumers are also generally deemed to be of lower 92, Prereelonell Payers 254 )18
credit risk. As such, their CDI is typically at the lower end of the scale. We have seen, though T T —— 1.7 197
that the most affluent segments in the market — although still exhibiting the lowest CDI 05, Liquid Living 270 276
generally speaking, have been under more pressure to honour their debt commitment since 06. Successful Singles 335 2 69
the onset of COVID. This is mainly because these consumers typically continued to qualify 07. Lifestyle Lending 402 3.39
for new credit throughout lockdown periods, and now are coming under pressure due to 08. Comfortable Retirees 3.66 392
Increased interest rates and cost of living expenses. 09. Secure Singles 5,71 3,56
10. Comfortable Couples 6,24 597
o Affluent Couples (02), who are well-educated power couples that understand the ’
: : : : . 11. Steady Entrepreneurs 9,34 9,69
Importance of investments, finances, and insurance have the largest credit exposure ) o Alone Sl Lo -
: : : : : 12. Stand-Alone Singles : :
across all segments. This deteriorated Y-o0-Y in CDI-terms moving from 2.08 in 2021 Q3 to
: 13. Plugged-In Purchasers 498 5,61
219 1n 2022 Q3.
14. Payday Pursuers 5,94 6,94
e Logged-on Lifestyles (04) are young professionals that are very active when it comes to 15. Deficient Directors 8,17 8,09
online retail buying but understand the value of investments such as property. They have 16. Credit-Reliant Consumers 12,01 12,66
the lowest CDI and are showing improvement in CDI from 1.97 in 2021 Q3 to 1.72 in 2022 17. Secure Seniors 2,88 3,39
Q3. 18. Coping Couples 2,69 3,50
o _ 19. Restricted Retirees b,21 6,03
e Eager Youth (30), who are the youngest entry-level employees that are beginning to realise 50 Low Earmere 089 0 43
the cost of living and are likely reliant on their family for support or accommodation, o1 Mictortunate Mature 7'50 7'74
have the hlghgst CDI. This cohsumer tlype has typically not. quallﬂled for new credit in the 22, Concerning Citizens v e
tightening environment but given the increased exposure in Retail Loans towards the end 23, Money-Wise Mature i -
of 2021, together with the increased cost of living, saw a Y-0-Y deterioration in CDI from 24, Depleted Resources - -
16.61 to 1740 in 2022 Q3. 25. Strained Adults 9,72 1117
CDI CDI New Default Balances 26. Online Survivors 12,75 9,33
Sep'22 Sep'21 Jul'22-Sep'22
=P =P - =" 27. Struggling Earners 8,76 8,74
[ M Composite Index 3,66 3,63 R18 878 401 145
28. Minimum-Money Workers 14,96 13,67
[ M FAS Type 2 - largest credit exposure R1 946 638 833
29. Inexperienced Earners 15,44 13,61

[ W FAS Type 30 - highest CDI 17,40 16,61 R120 662 538 30. Eager Youth 17,40 16,61




Home Loan Consumer Default Index by Province

_ of home loan balances
Home Loans showed a slight Y-o-Y deterioration in CDI, moving from 1.57 in 2021 Q3 to in value defaulted for on an annualized basis
1.617 in 2022 Q3. Q-0-Q the Home Loa.ns CDI remamed flat, with .the 2022 Q2 Home Loan R4 37bn fIrSF time over the ‘ 0 defaulted for first time
CDI recorded at 1.62. The Y-0-Y deterioration constituted a relative change of 3% for the period Apr 2022 to 1 61 A) over the period Apr 2022
Home Loans CDI and contributes ~50% to the Composite CDI due to the high exposure Jun 2022. to Jun 2022

associated with this product. The Q-0-Q move was flat, with the 2021 Q2 Home Loans
CDI having been 1.62.

« Four provinces saw a Y-o0-Y improvement: Mpumalanga, KwaZulu-Natal, Northern

Cape and the Western Cape. col cDI New Default Balances
Sep'22 Sep'21 Jul'22-Sep'22

[ W Home Loan Index R 4 368 448 0b6
M FAS Type 2 - largest credit exposure R 829 390 711

« The Home Loans CDI in the Western Cape remained the lowest and showed a slight
improvement from 1.09 in Sept 2021 to 1.06 in Sept 2022.

e Mpumalanga saw the most significant improvement in Home Loans CDI, coming
down from1.82 from 1.73 Y-0-Y.

W FAS Type 29 - highest CDI : : R 2 549 604

« At the opposite end of the scale, the Free State had the highest Home Loans CDI and
was also the province with the greatest Y-o0-Y deterioration in CDI, moving from 1.69 in
2021 Q3 to 2.05in 2022 Q3.

. FAS Type 2 - Largest Credit Exposure

FAS Type 27 - Lowest CDI
Home Loans Consumer Default Index

CDI = % of Never Defaulted Balances that Defaulted in last 3 Months . FAS Type 29 - Highest CDI

7,0

6,0

50 Rank & Province Sep'21 Sep'22
1. Western Cape 1,09 1,06
4,0
2. Northern Cape 1,32 1,25
3,0 3. Eastern Cape 1,33 1,59
4. KwaZulu-Natal 1,71 1,63
2,0 5. Mpumalanga 1,82 1,73
g
6. North West 1,48 1,76
1
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—Home Loan Index —Composite Index 9. Free State 1,69 2,05

SRS,




FAS CDI _ 7]

Home Loan Consumer Default Index by FAS Type

FAS Type Name Sep'22 Sep'21 Year on Year A
By far the largest credit exposure (> 90%) from a home loans perspective falls in the 01. Independent Investors 186 143 0.42
FAS Groups 1 and 2. While not immune to the distressed environment, consumers 02. Affluent Couples 140 48 0,08
with access to home loans have a lower likelihood of defaulting and thus these high- 03. Professional Players 135 190 015
affluence consumers typically continued to qualify for new credit during the period of 04. Logged-On Lifestyles 45 15 004
more strict credit risk criteria being applied by many lenders. 05. Liquid Living 145 158 013
o Affluent Couples (02) are typically well-educated power couples that understand 06. Successful Singles 1,42 1.16 0.25
the importance of investments, the correct handling of finances, and protecting 07, Liiesigis Lemelng 2,90 l 0,38
their assets have by far the largest credit exposure in Home Loans. While financially U8. Lomfortable Retirees 168 232 0,04
mature, this type experienced an improvement in Home Loan CDI from 1.48 in 2021 07. Secure singles 2,78 163 1,36
Q3 to 1.40 in 2022 Q3. 10. Comfortable Couples 2,61 2,40 0,21
11. Steady Entrepreneurs 317 11,27 -8,10
e Struggling Earners (27) struggle to make ends meet and as such only 7% of them 12. Stand-Alone Singles 149 230 06
have Home Loans, with a maximum opening balance of R310 000. Although they have 13. Plugged-In Purchasers 394 204 120
the lowest Home Loan CDI, this is purely the result of very low product ownership 14. Payday Pursuers 209 345 136
(0.02% exposure to the Home Loan market) in this type. 15 Deficient Directors 365 251 114
o Inexperienced Earners (29) have deteriorated from a CDI of 6.20 in 2021 Q3 to 7.71 in L6, Lreeit e Al CEnsumeErs Sl Uik Uit
2022 Q3 and are the consumer type with the highest first-time default rate in Home |7 SEEUTE SERIETS [l 438 0,57
Loans. Remember that this type consists of young salaried employees that are new to 18. Coping Couples 1,85 2,15 -0,30
the job market and are beginning to set up their lives, and as a result, are exhibiting 1% RS NAIREEE 2,29 R “Uer
the highest Home Loans CDI. AL, CON7 EETEE 1.42 Ll 8
21. Misfortunate Mature 3,65 2,44 111
22. Concerning Citizens 1,57 2,72 -1.14
CDI CDI New Default Balances 23. Money-Wise Mature 1,89 2,37 -0,48

Sep'22 Sep'21 Jul'22-Sep'22

P ome Loan Index R 4 368 448 056 24. Depleted Resources 297 293 0,04
"W FAS Type 2 - largest credit exposure R 829 390 711 2. Strained Adults S s G
26. Online Survivors 5,94 2,86 3,07
" FAS Type 29 - highest CDI ] | R 2549 404 27. Struggling Earners 0,68 0,54 0,14
28. Minimum-Money Workers 4,72 8,20 -3,48
29. Inexperienced Earners 7,71 6,20 1,51

30. Eager Youth 2,67 10,68 -8,07




Vehicle Loan Consumer Default Index by Province

| | _ | | _ of vehicle loan balances
Veh|cle-Loan5 CDI has shown Y-0-Y deterlprahon, movmg from 3.56 in Septem-ber 2021 m valge defaulted for on an annualized basis
to 3.77 in September 2022. Q-0-Q the Vehicle Loan CDI improved sharply, moving from R4 39bn fIrSF time over the ‘ 3 77(y defaulted for first time
4.36 in June 2022 to the present 3.77. period Jul 2022 to : 0 over the period Jul 2022
» The Vehicle Loans CDI in the Western Cape ranked the lowest of all the South African >ep 2022, to Sep 2022.
provinces. 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-o0-Y,
moving from 2.93 in September 2021 to 2.54 in September 2022.
CDI CDI New Default Balances
« The Eastern Cape has shown the highest CDI for Vehicle Loans, worsening Y-o-Y Sep'22 Sep'21 Jul'22-Sep'22
from 3.75 in September 2021 to 4.54 in September 2022. This was also the most [ [ Vehicle Loan Index R 4 389 159 581

substantial Y-o0-Y provincial deterioration in Vehicle Loans CDI. LIl FAS Type 2 - largest credit exposure R 424708 845

W FAS Type 29 - highest CDI , R 2 314 945
Vehicle Loans Consumer Default Index

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

6.5
6,0
5.9
>0 . FAS Type 2 - Largest Credit Exposure
45
FAS Type 4 - Lowest CD|
4,0 _
. FAS Type 29 - Highest CDI
3.5
3,0
2,5
Rank & Province Sep'21 Sep'22
2,0
T B o 0l g 8 B B O B O B B B R O N N NS e e e S S SRy 1. Western Cape 293 2,54
SRRRRARKKKKKKIKKKKXKIRKIKIRRIKIIIIIIIIIIIIIRIIIIIIIIIIIIIIRIIIIKRR % Cantong 345 350
NS>0 C O >RC OO >0 C OSSN CTOOAN>20COSSSCTOAOAN>20COS>2CSS0AQANN>20C OS2 CS OO . ) ’
S28SPST23528028583 183523528383 28352302880388352802858 3223523
3. Free State 3,02 3,74
—Vehicle Loan Index —Composite Index P — 349 395
b. Limpopo 3,56 4,24
6. KwaZulu-Natal 4,05 4,28
7. North West 3,66 4,29
8. Mpumalanga 4,36 4,53
9. Eastern Cape 3,75 454
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Vehicle Loan Consumer Default Index by FAS Type = CDI

FAS Type Name Sep'22 Sep'21 Year on Year A
Access to vehicle loans is predominantly targeted at macro-FAS Groups 1 and 2. The 01. Independent Investors 263 216 0.47
largest credit exposure is in FAS Group 2, who holds ~45% of the market. 02. Affluent Couples 2 43 231 012
o Affluent Couples (02) who can best be described as well-educated power couples 05, Prefess onzl Players S g —
that understand the importance of investments, the correct handling of finances, L, Leggse - Liesigiles 1t o =021
and protecting their assets have the largest credit exposure in Vehicle Loans of all e Shte £l U2l
consumer segments. While financially mature, this type (as was the case with most U6. Successiul Singles 72 3:96 115
other FAS types) experienced a deterioration in Cl from 2.81 in June 2021 to 2.91 in 07. Litestyle Lending 3,37 2,91 0,46
June 2022. 08. Comfortable Retirees 3,03 3,18 -0,16
09. Secure Singles 4,58 3,04 1,54
e Logged-on Lifestyles (04), who are young professionals that are very active when 10. Comfortable Couples 529 428 101
it comes to online retail buying, but understand the value of investments such as 11. Steady Entrepreneurs 802 784 018
property, have the lowest Vehicle Loans CDI and are showing an improvement in their 12. Stand-Alone Singles 477 593 046
Vehicle Loan CDI from 2.21 in September 2021 to 1.70 in September 2022. 13. Plugged-In Purchasers 475 474 0.01
 Inexperienced Earners (29) have deteriorated from a CDI of 6.70 in September 2021 14. Payday Pursuers 6,38 8,86 ~247
to 12.57 in September 2022. This is the consumer type with the highest Vehicle Loans 1. Derfielent Dirssiors e /83 -0,99
CDI. Keep in mind that this type consists of young salaried employees that are new to L, Crealit Wellan: Lensumers 951 e LY
the job market and are beginning to set up their lives. |7 SECUTE SRS £ S “Lsl
18. Coping Couples 2,86 417 -1,31
19. Restricted Retirees 7,74 9,74 -199
CDI CDI New Default Balances 20. Low Earners 3,40 0,84 -2,44
Sep'22 Sep'21 Jul'22-Sep'22 21. Misfortunate Mature 4,25 10,15 -5,90
Ll Vehicle Loan Index R 4 389 159 581 22. Concerning Citizens 3,95 8,25 -4,30
. M FAS Type 2 - largest credit exposure R 424 708 845 D ey — 694 8.01 107
24. Depleted Resources 6,27 6,80 -0,53
ol A5 Type 29— highest CDI ' MEEIERES 25. Strained Adults 7,03 5,43 1,60
26. Online Survivors 5,46 4,79 0,66
27. Struggling Earners 6,86 5,04 1,82
28. Minimum-Money Workers 10,87 8,47 2,40

29. Inexperienced Earners 12,57 6,70 _

30. Eager Youth 2,12 4,71 -2,59




Credit Card Consumer Default Index by Province

_ of credit card balances
The Credit Card CDI has shown a notable deterioration Y-0-Y (moving from 7.71 in m valge defaulted for on an annualized basis
Septe.mber 2021 to 6.04.in September 2022).. Q-0-Q the Credit Card CDI has, however, R2 40bn flrsﬁ time over the 0 defaulted for first time
seen improvement, moving down from 6.33 in June 2022 to the present 6.04. period Jul 2022 to 604 A) over the period Jul 2022
« Except for the Western Cape, all of the other provinces have shown a Y-o0-Y >ep 2022, to Sep 2022.

deterioration in the Credit Card CDI in September 2022.

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

perspective, at 5.20 in September 2022. This proved to be the only improvement at a
CDI CDI New Default Balances

provincial level, moving from the 5.27 observed in September 2021. Sep'22 Sep'21 Jul'22-Sep'22
o

Credit Card Index R 2 401 653 285
M FAS Type 2 - largest credit exposure R 309 052 919

« The most substantial deterioration was for the Eastern Cape, moving up from 6.08 in
September 2021 to 7.04 in September 2022.

« The highest Credit Card CDI was observed in Mpumalanga. This province saw a LIl FAS Type 28 - highest CDI R 10 289 871

deterioration in Credit Card CDI, moving from 7.03 in September 2021 up to 7.40 in
September 2022.

Credit Cards Consumer Default Index

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

10
FAS Type 4 - Lowest CDI

. FAS Type 28 - Highest CD|

6 Rank & Province Sep'21 Sep'22
1. Western Cape 5,27 5,20
0 2. Free State 5,37 5,51
4 3. Gauteng 5,53 5,71
4. KwaZulu-Natal 6,04 6,51
3 5. Northern Cape 6,31 6,54
NN 00000000000000NOAVAVVAANOOOOOOOOOOOOOOOOOOOO M r—r—r—r—r—r—r—r— AN
rrrrrrrrrrrrrrrrrrrrrrrrrrr [a\ s\ la\ s Ia Ia\ I I I\ Ia\ i e\ o Ia Ia Fa Ko I Ia e I o o IaX IaX Ia o\ e\ Ia I\ Ia Ia ke Ke\|
0000000000000 0000000000000000000000000000000000000000O00O0000O 6. North West 639 698
(a\Ia\KaNKaNkaNIaNNaNfo Ko [ aNKaNKaN [a N aNKaN o\ [aNKaN Ko\ Ko\ [aNNaNKa\FaN [\ f o\ KaN [ X o\ K aNNaN [ Ko\ o\ Ko\ [aN [ aNNaN [ aN o \{ aN Ko kN[ o [ aNNaN k e\ aNNaXNaN [N o\ N aN FaX kN[ o\ NaN Ko\ o\ a\} y ’
Brocabs>scsoah>ocabsacsoan>ocas s> csoaR>ocass>csoang>0cass>cs50a
0288933235230 28883223°525023883223°5250288P2223528028802<8 3523 7. Eastern Cape 6,08 704
Credit Card Index —Composite Index 8. Limpopo 6,25 7,05
9. Mpumalanga 7,03 7,40
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Credit Card Consumer Default Index by FAS Type

The wider access to credit cards across the various FAS segments results in the Credit
Card CDI being substantially higher than what is seen for secured credit products.

Still, FAS Groups 1 and 2 have the biggest value exposure to Credit Cards, constituting
roughly 75% of the total Credit Card exposure in the market.

o Affluent Couples (02), who can best be described as well-educated power couples
that understand the importance of investments, the correct handling of finances,
and protecting their assets have by far the largest Credit Card exposure across all
segments. Their Credit Card CDI deteriorated Y-o-Y from 5.71 in September 2021 to
6.04 in September 2022.

e Logged-on Lifestyles (04), who are young professionals that are very active when
It comes to online retail buying, but understand the value of investments such as
property, have the lowest Credit Card CDI but are showing deterioration in their Credit
Card CDI from 3.70 in September 2021 to 4.69 in September 2022.

e Minimum-Money Workers (28), who are young adults (average age 34) that earn the
lowest average annual Income and have very low exposure to banking products, have
the highest Credit Card CDI. This reflects the low exposure of this segment to banking
products and hence the relative high volatility in their CDI.

CDI CDI
Sep'22 Sep'21

New Default Balances
Jul'22-Sep'22

R 2 407 653 285
R 309 052 919

Credit Card Index

| M FAS Type 2 - largest credit exposure

(W FAS Type 28 - highest CDI R 10 289 871

FAS

FAS Type Name

01.

02.
03.
04,
05.
0é.

Q7.

08.

09.
10.

Independent Investors
Affluent Couples
Professional Players
Logged-On Lifestyles
Ligquid Living
Successful Singles
Lifestyle Lending
Comfortable Retirees
Secure Singles

Comfortable Couples

11. Steady Entrepreneurs

12.
13.
14.
15.
16.

Stand-Alone Singles
Plugged-In Purchasers
Payday Pursuers

Deficient Directors

Credit-Reliant Consumers

17. Secure Seniors

18.
19.

20.

21,

22.
23.
24,
25.
26.

27.

28. Minimum-Money Workers

29.

30,

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

Struggling Earners

Inexperienced Earners

Eager Youth

Sep'22

4,22
4,69
6,22
3,26
4,47
710
7,07
5,40
9,61
8,53
10,91
5,80
4,67
3,74
9.39
14,29
3,32
3,65
5,76
6,67
6,07
3,64
8,00
9,67
10,34
6,89
9.79
14,42
13,64
9.86

CDI

Sep'21

2,95
3,70
5,04
4,65
5,01
6,27
6,34
5,50
6,33
8,92
12,40
7,42
6,90
8,13
946
12,84
3,92
5,45
7,22
7,22
7,66
713
5,29
7,80
10,16
11,71
7,05
11,29
12,09
14,79

Year on Year A

1,66
0.99
118

1,40

-0,60
0,82
0,72

-0,10
3,27
0,01

1,49
1,61

-2,28

~4,39

-0,07
1,46

-0,59

-1,80

1,47

-0,55

159

-3,49
2,71
1,88
0,18

-4,83
2,73
313
1,54

-4.93




Personal Loan Consumer Default Index by Province

_ | | | | _ of personal loans on
The Personal Loans CDI continued to show Y-0-Y deterioration, moving up from 8.00 in in value defaulted for an annualized basis
September 2021 to 8.30 in September 2022. Indications are .that .the Personal Loan CDI R6.61bn firSF time over the 8 30(y defaulted for first time
has returned to the pre-COVID trajectory of long-term deterioration. period Jul 2022 to : 0 over the period Jul 2022
>ep 2022 to Sep 2022
From a market-exposure and credit-active population penetration perspective, the P '
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%).
« The Free State had the lowest CDI in September 2022, moving up from 7.02 to 7.30 CDI CDI New Default Balances
Y-o0-Y. Although this was a deterioration, it was by no means the worst deterioration. Sep'22 Sep'21 Jul'22-Sep'22

Keep in mind, though, that this province has a high representation of lower-affluence LJll Personal Loan Index R 6 609 007 403
consumers M FAS Type b - largest credit exposure R 417 540 743

e Limpopo saw the worst deterioration in Personal Loan CDI, moving from 7.38 in
September 2021 to 8.01 in September 2022.

W FAS Type 29 - highest CDI R 194 081 462

« The province with the highest Personal Loans CDI this quarter was Mpumalanga,
moving up from 8.35 in September 2021 to 8.70 in September 2022.

. FAS Type b - Largest Credit Exposure
Personal Loans Consumer Default Index FAS Type 17 - Lowest CDI

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

£ B FAS Type 29 - Highest CDI

11

10

. Rank & Province Sep'21 Sep'22
. 1. Free State 7,02 7,30
; 2. Northern Cape 6,99 7,63
. 3. North West 7,32 7,74
, 4. Eastern Cape 7,39 8,01
5. Limpopo 7,38 8,01
i SEopoecoeoessesassnsn s e NNANARASRSNANGRAANERNSRRINIANIANN 6. Western Cape 8,34 8,05

R R s e s R e e s s

8388885285338 835808285335838588585333855558552853388558288285338 7. Gauteng 8,19 8,31
—Personal Loan Index —Composite Index 8. KwaZulu-Natal 8,26 8,47
9. Mpumalanga 8,35 8,70
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Personal Loan Consumer Default Index by FAS Type = CDI

FAS Type Name Sep'22 Sep'21 Year on Year A
The wider access to personal loans across lower affluence FAS Groups 4, 5 and 6 01. Independent Investors 5 46 377 169
(~33% of total exposure), results in the overall Personal Loans CDI being substantially 02, Affluent Couples 6,80 5 61 119
higher than that of other traditional banking products. 03. Professional Players 784 662 199
e Liquid Living (05), upper-middle-class mature individuals, have an average age of 0%, | Bggee-Om HIEsiios sl 0 =U7
52. 69% of them are married, probably having children in their late teens and early 05, Lol [ty I R e
twenties. With an average annual income of R415 000, these consumers have the 06. Successiul singles 7,40 707 2.:36
largest credit exposure in Personal Loans and are typically deemed to be of relatively 07. Litestyle Lending 8,20 6,98 1,22
low credit risk. This type saw an improvement in Personal Loan CDI Y-o0-Y, moving 08. Comfortable Retirees 0,17 6,50 -0,33
from 6.52 in September 2021 to 6.32 in September 2022. 09. Secure Singles 10,06 6,07 3,97
10. Comfortable Couples 8,17 8,79 -0,63
e Secure Seniors (17) are the oldest FAS type, ranging between 60 and 85 years of 11 Steady Entrepreneurs 10,66 1160 094
age. Their average monthly income — mostly from a pension — comes to R179k p.a. 12. Stand-Alone Singles 693 734 0.40
32% of Secure Seniors are homeowners. Due to their age, many Secure Seniors do 13. Plugged-In Purchasers 759 8 44 085
not qualify for new credit products and as such, only 58% of Secure Seniors have 14. Payday Pursuers 6 84 600 083
unsecured loans. They have the lowest Personal Loans CDI and showed improvement 15 Deficient Directors 902 887 0.20
from 5.52 in September 2021 to 4.12 in September 2022. 16. Credit-Reliant Consumere 1193 13 41 147
o Inexperienced Earners (29), have deteriorated in Personal Loan CDI, moving Vi SEeUTE SEmere ol 9,52 Ll
from 13.10 in September 2021 to 14.50 in September 2022. Remember that this 8, Loping Cousles il Sl —lhl7
type consists of young salaried employees that are new to the job market and are % RESUIRID REUITEeE e ol Lhll7
beginning to set up their lives, and as a result, are exhibiting the highest Personal A0, Lo BEISE il i (507
Loans CDI. 21. Misfortunate Mature 7,06 799 -0,93
22. Concerning Citizens 712 7,21 -0,10
23. Money-Wise Mature 6,35 7,47 -1,12
CDI CDI New Default Balances 24. Depleted Resources 8,59 9,04 -0,45
Sep 22 Sep 21 Jul22-Sep22 25. Strained Adults 9,58 1,33 1,76
[ W Personal Loan Index R 6 609 007 403 2% Online SUFVIVOrs 904 791 183
| M FAS Type b - largest credit exposure R 417 540 743 27, Struggling Earners 8 35 740 095
W EAS Type 29 - highest CDI = 104 081 460 28. Minimum-Money Workers 13,87 13,09 0,78
29. Inexperienced Earners 14,50 13,10 1,40

30. Eager Youth 11,05 12,48 -1,43




Retail Loans Consumer Default Index by Province

. . . . . . of retail loans on
Retail Loans CDI has shown deterioration in CDI from a Y-o0-Y perspective, moving in value defaulted for n annualized basis
up from 10.68 in September 2021 to 12.76 in September 2022. Lookin.g at.the Retail R111bn fn*sﬁ time over the ,I 2 76% defaulted for first time
Loans CDI Q-0-Q, we saw an improvement from 13.63 to 12.76. Keep in mind, though, period Jul 2022 to - over the period Jul 2022
that the Retail Loan CDI is more volatile than the other products reported, partly due Sep 2022. t0 Sep 2022,

to the nature of the product, but also due to the more balanced representation across
consumer segments — particularly lower affluence groups.

All the provinces have shown a deterioration in Retail Loans CDI Y-o0-Y.

CDI CDI New Default Balances
 Western Cape again represents the lowest Retail Loans CDI, despite the deterioration Sep'22 Sep'21 Jul'22-Sep'22
[ W Retail Loan Index R 1110132 820

from 914 in September 2021 to 10.59 in September 2022.
[ M FAS Type 26 - largest credit exposure R 178 777 004

 The smallest deterioration was observed for KwaZulu-Natal. This province moved
from 11.36 in September 2021 to 11.87 in September 2022. W FAS Type 30 - highest CDI R 84 962 189

e Limpopo fared the worst in the provincial Retail Loans CDI ranking, also showing the
biggest deterioration Y-0-Y from 11.94 in September 2021 to 14.31 in September 2022.

Retail Loans Consumer Default Index

CDI = % of Never Defaulted Balances that Defaulted in last 3 Months . FAS Type 26 - Largest Credit Exposure

25,0
FAS Type 17 - Lowest CDI
B FAS Type 30 - Highest CDI
20,0
Rank & Province Sep'21 Sep'22
10,0 1. Western Cape 214 10,59
2. KwaZulu-Natal 11,36 11,87
50 /\/\ 3. Northern Cape 10,47 11,89
—_— 4. Gauteng 10,23 11,92
b. Free State 10,26 11,97
0,0
6. North West 1046 12,06
e e A P Ay
8 s S e e oS 8 e R S A E 35388088 e 8 eSS 880288283538 7. Eastern Cape 10,88 12,29
—Retail Loan Index —Composite Index 8. Mpumalanga 12,09 1371
9. Limpopo 11,94 14,31

SRS,




Retail Loans Consumer Default Index by FAS Type FAS CDI

. _ _ _ _ FAS Type Name Sep'22 Sep'21 Year on Year A
On a Y-0-Y basis, thg Retail CDl increased (and tlhus deteriorated) in Septemb.er. 2022, 01. Independent Investors 753 322 430
moving from 10.68 |n.Sept.ember 2.021 to 12.76 in .September 2022. Q_O__Q this index 02. Affluent Couples 675 L6k 210
showed further deterioration, moving from 13.63 in June 2022 to 12.76 in September 03. Professional Players 8 57 5 68 2 89
2022. 04. Logged-0On Lifestyles 6,24 6,85 -0,61
. . . 05. Liquid Livin 6,34 5,54 0,81
When looking at the FAS type level segmentation, we observe the following: ’ ’
06. Successful Singles 10,49 796 2,53
e Online Survivors (26), who are young adult unskilled or shift workers that are likely 07. Lifestyle Lending 10,44 7.45 299
cohabiting with significant others or family and are unable to afford more than their 08. Comfortable Retirees 6,70 593 0,77
basic needs, still have the largest Retail Loans credit exposure and they also saw a 09. Secure Singles 13,86 10,22 3,64
deterioration in CDI from 16.07 in September 2021 to 18.38 in September 2022. 10. Comfortable Couples 1098 9,53 1,45
. : 11. Steady Entrepreneurs 14,63 14,23 0,40
e Secure Seniors (17) are the oldest FAS type, ranging between 60 and 85 years of ! PrEnE
: : : 12. Stand-Alone Singles 10,92 11,36 -0,44
age. Their average monthly income — mostly from a pension — comes to R17%9k p.a.
0 : : : 13. Plugged-In Purchasers 10,35 10,36 -0,01
32% of Secure Seniors are homeowners. Due to their age, many Secure Seniors do 1 Paveday P o 0 -
. . . . —aydd ursuers , ) -U,
not qualify for new credit products and as such, only 58% of Secure Seniors have . ? _y N 18 o5 o
; : : : . Deficient Directors : , ,
unsecured loans. They have the lowest Retail Loans CDI but still showed deterioration b Crodit-Relint C 6 a0 o5 e
) ) .Lredit-retian onsumers ) : '
from 4.77 in September 2021 to 4.93 in September 2022.
17. Secure Seniors 493 477 017
e Eager Youth (30) are the youngest entry-level employees that are beginning to realise 18. Coping Couples 5,08 6,10 -1,02
the cost of living. They are likely reliant on family for support or accoommodation and 19. Restricted Retirees 9,31 9,42 0,11
?24% are likely to have Retail clothing accounts. This FAS type has the highest Retail 20. Low Earners 16,13 14,07 2,06
Loan CDI, also showing drastic deterioration from 22.76 in September 2021 to 27.78 in 21. Misfortunate Mature 9,78 9,18 0,60
September 2022. 22. Concerning Citizens 13,29 10,62 2,67
23. Money-Wise Mature 974 9,47 0,26
24. Depleted Resources 1119 7,68 3,51
CDI CDI New Default Balances
Sep'22 Sep'21 Jul'22-Sep'22 25. Strained Adults 15,08 12,69 2,39
[ W Retail Loan Index R 1110132 820 26. Online Survivors 18,38 16,07 2,31
. W FAS Type 26 - largest credit exposure R 178 777 004 27. Struggling Earners 14,16 16,50 -2,34
28. Minimum-Money Workers 24,85 18,46 6,39

(W FAS Type 30 - highest CDI 2778 22,76 R 84962 189 29. Inexperienced Earners 27,32 19,02 8,30

30. Eager Youth 27,78 22,76 5,02




Arrears & Vintages
Performance by Product

3+ Arrears (volume based)
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Over the last two years, we have seen a continued steady decline in the % of balances
in 3+ arrears for the Personal Loans and Retail Loans portfolios. In the case of Card
and Secured Loans, however, the movement has been less pronounced from a volume
perspective. Having observed a step-increase with the onset of COVID, Vehicle and
Home Loans have remained at the higher Arrears percentage, while Credit Cards

have also remained mostly stable. In the last month, we have observed a slight uptick
In Percentage Arrears of Credit Card and Vehicle Loans. Considering that these are
products where high-affluence consumers have the most exposure, it is clear that the
Increased cost of living Is affecting these employed, high-earning consumers as well.

It would be interesting to see how the 2022 Black Friday sales impact both new

business volumes and the vintages down the line.

@ 6 months @ 12 months

3plus Vintage

3plus Vintage

Default Rate
Default Rate

Open Date

€C ——FUR ——HL ——PL —— RET — VAF

Vintage analyses indicate that Retail Loans have been under increasing pressure, as
lenders have been opening up to allow for more credit to be extended. Although new
business levels have not yet returned to that observed pre-COVID, retailers have been
steadily ramping up to it — particularly since the 20271 Festive season. It would be
interesting to see how the 2022 Black Friday sales impact both new business volumes
and the vintages down the line, as many retailers would be hoping to capitalize from
the end-of-year spending spree — although possibly subdued by the current state of
Increasing cost of living.

The other unsecured products (Personal Loans and Credit Card) have started to show
an increasing trend @ 12 months for business written subsequent to June 2021 — also
pointing towards increasing pressure on consumers to make ends meet.

Regarding Vehicle Finance, we commented last month on the increased default rate
observed for business written between April 2021 and September 2021 has shown an
increased default rate. This seems to have stabilized at a high level now (@ 12 months)
and actually come down again (@ 6 months). Home loans have remained steady,
following the drop observed shortly after the onset of COVID.
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Performance by FAS Group

3+ Arrears (volume based)

FAS Group Percentage of Accounts 3+
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Although in the immediate aftermath of the COVID lockdown, all FAS Groups saw a RRERRRRRRRRRRRRRRRRRRRRARANS S [NEISEEE NS
. . . . . Open Date
deterioration in terms of 3+ Arrears, it did not take long for the less affluent FAS Groups
— CFG1 —— CFG2 CFG3 CFG456

4,5 & 6 to start showing significant improvement in their arrears. This was mainly the
result of these consumers' relatively low exposure to secured long-term credit and
the fact that lenders in the unsecured market opted for a riskier approach to credit
decisioning. This downward trend has now led to the least affluent consumers (FAS

3plus Vintage - CC/HL/VAF

30%

o \Ww
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10% e

Default Rate

Groups 5 and 6) now being at the lowest arrears percentages they have been in more - AN I~ —
. . N
than four years. On the other hand, FAS Groups 1, 2 and 3 have remained relatively stable FoE88588588c5555858858¢8 588 gEaeggzsgeses
after the initial shock, which brought on a higher percentage of arrears. v R SR S S R oeepate
— CFG1 ——CFG2 CFG3 CFG456

3+ Arrears Vintages (volume based)
The vintages associated with high-affluence consumers (FAS 1) have been mostly stable

— regardless of product type. However, we have seen an increasing default rate for FAS
Groups 4, 5 & 6 in Personal and Retail Loans portfolios. Keep in mind that these products
typically exhibit higher exposure to these consumers than secured and card products do.

In the case of Card, Home and Vehicle Loans portfolios, higher affluence consumers (FAS
Groups 2 and 3) have been showing a slight upward trend in default rate — probably linked
to increased interest rates and cost of living.




Summary of the CDIx

« Although there has been a temporary slowing in CPl and fuel cost increases, the cost of
living remains on an upward trend.

« Market appetite remains very high as consumers look to credit to bridge the gap in
covering living expenses.

* The increased cost of living also leads to decreased consumer affordability:
» Likely increased inability of consumers to meet debt obligations.
 Likely reduction in qualification for new credit.

e Qualification for credit is still not back to pre-COVID levels.

e New product volumes continue to recover:

« Personal and Retail Loan volumes still have some way to go in returning to former
levels.

 Values have recovered, though (to some extent as the result of increased CPI).

 High affluence consumers (FAS Groups1 and 2) typically qualified for and took up
much higher value loans (these consumers typically still qualify for new products
— even though many lenders have opted for a more risk-averse strategy in loan
approval).

« The Composite CDI has shown an overall deterioration Y-o-Y:

* This deterioration was seen across all products, but most particularly for Retail
Loans.

e Only FAS Groups 3 and 4 showed Y-0-Y improvement.

e Vintages in the Retail Loan portfolio have shown a deteriorating trend of late — both
from a 6- and 12-months perspective.

« This is particularly relevant to business written since 2021 Q4.
« The FAS Groups 3 - 6, due to their relatively high exposure to Retail Loans and

retailers starting to open up their credit business again, following drastic risk-averse
policies having been put in place since 2020.

m,.'.-' ——

:I.n ;j TR Rar .= e 'U

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.
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Experian Solutions used in the CDI and CDlIx

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)

3+ @12 - CUSTOMER LEVEL BY SCORE

B, 5
texperian.

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.

30

e :
= _experlcn.

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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