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Credit and mortgage advances 31 May 2016

Household credit balances impacted by data distortions in April

The value of and growth in outstanding credit balances, especially unsecured credit, in the South
African household sector was in April 2016 impacted by the inclusion of data for the new African
Bank as from that month. As a result, year-on-year growth in household credit balances and
some of its unsecured components may be distorted for a 12-month period as from April this
year.

Crowth in outstanding household credit balances was recorded at 2,3% year-on-year (y/y) at the
end of April, with the value of these credit balances amounting to R1 462,9 billion.

The value of household secured credit balances (R1 126,2 billion and 77% of total household
credit balances) showed growth of 3,6% y/y in the four months up to the end of April this year.
This was down from growth of 3,8% y/y up to end-March, which was the result of lower growth
in both the secured components of household mortgages (see below) and instalment sales (1,8%
y/y at end-April).

The value of household unsecured credit balances came to R336,8 billion (23% of total
household credit balances) at the end of April 2016, declining by 1,9% y/y on the back of the
inclusion of the new African Bank data. This development had a significant effect on the
unsecured component of general loans and advances (mainly personal loans and micro finance),
which showed a contraction of 6,2% y/y to a value of R195,7 billion. Outstanding household
credit card balances recorded strong growth of 16,4% y/y in April. This was, however, mainly the
result of the base effect of a noticeable lower value in these balances a year ago, whereas credit
card balances was on a gradual declining trend in March and April this year.

Total outstanding mortgage balances, consisting of household and corporate mortgages,
increased by 6,1% y/y to a level of R1 252,0 billion (39,9% of total private sector credit balances
of R3 139,4 billion) at end-April 2016. Corporate mortgage balances increased by 10,7% y/y to
R376,5 billion at the end of April. Growth in household mortgage balances slowed down to 4,3%
y/y to R875,5 billion (69,9% of total mortgage balances and 27,9% of total private sector credit
balances) at end-April. The value of outstanding mortgage balances is the net result of all
property transactions related to mortgage loans, including additional capital amounts paid into
mortgage accounts and extra monthly payments above normal mortgage repayments.

The household sector is facing increased financial strain in the rest of the year against the
background of a stagnating economy, expectations of rising inflation and upward pressure on
interest rates. These developments have the potential to negatively impact consumer credit-risk
profiles, increase financial vulnerability and drive the level of confidence lower. These factors,
together with credit providers’ risk appetites and lending criteria, will cause growth in household
credit extension to remain low, with an increasing risk of credit growth declining further from
current levels.
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Credit and mortgage balances’

Period Private sector Household Total mortgage Household
credit balances? credit balances balances® mortgage balances
R billion yly % R billion yly % % of private | R billion yly % R billion yly % % of total % of total
change change |sector credit change change mortgage household
balances balances | credit balances

May 2015 2947.8 9.3 14335 3.2 48.6 1183.6 4.8 842.1 2.7 71.1 58.7
June 2015 29415 8.0 1438.7 35 48.9 11885 4.8 845.0 2.8 71.1 58.7
July 2015 2970.9 8.4 14455 3.6 48.7 1194.6 5.0 848.1 2.8 71.0 58.7
August 2015 2992.0 8.6 1449.7 4.2 48.5 1202.7 5.3 852.5 35 70.9 58.8
September 2015 | 3 007.2 8.4 1455.9 4.3 48.4 12136 6.0 855.8 3.8 70.5 58.8
October 2015 3028.6 8.9 1463.8 45 48.3 12191 6.0 860.5 4.3 70.6 58.8
November 2015 3081.7 9.5 14715 4.6 47.8 12289 6.3 864.2 4.4 70.3 58.7
December 2015 3094.4 10.2 1475.1 4.5 47.7 1229.0 6.2 864.4 4.4 70.3 58.6
January 2016 3104.4 8.5 1485.1 4.6 47.8 1232.0 6.0 867.8 4.5 70.4 58.4
February 2016 31442 9.0 14954 4.8 47.6 1244.0 6.3 876.0 4.7 70.4 58.6
March 2016 31732 8.7 1495.7 4.6 47.1 12479 6.2 875.3 4.5 70.1 58.5
April 2016 3139.4 7.1 1462.9 2.3 46.6 1252.0 6.1 875.5 4.3 69.9 59.8

*End of period

2Comprising corporate and household credit
3Comprising commercial and residential mortgages

Source: SARB

Household credit balances growth and interest rates
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Growth in mortgage balances
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Growth in household unsecured credit balances
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