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Data insights and the latest trends of how the South
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Introduction

There's no doubt that the COVID-19 pandemic caused

a significant amount of disruption to global and local
economies. Varying lockdown levels have also impacted
these economies and the businesses and consumers that
operate within them.

The extent of the pandemic’'s economic impact continues
to be largely unknown. However, we see early indicators of
what is to come over the next few months by tracking and
analysing the emerging patterns in the credit and related
industries.

We are committed to continually
sharing insights and trends as they
emerge, keeping you informed to
support your strategies.

All emerging trends are tracked monthly, focusing on how
they impact overall market activity, changes in consumer

behaviour, and overall performance at a total market and

business vertical level.

The December 2021 report focus areas include:
« CDI: Update on first-time default rates

« Composite CDI

» Focus on Retail Loans
« Market analysis of Consumer Credit

« Consumer volumes

» Market exposure
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Download the latest CDI report here.
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https://www.experian.co.za/business/business-information/intelligence/experian-insights/consumer-default-index
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Consumer Default Index:

Update on first-time default rates

South African consumers are showing further improvement in terms of first-time default rates.

The CDI 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.

Moving from 4.03 in June 2021 to 3.50 in September 2021, the Composite CDI saw a significant improvement Q-0-Q. The
Composite CDI also saw an even more significant improvement Y-o-Y, from 4.53 in September 2020.

This Y-0-Y improvement is partly due to the fact that South Africa was still under relatively strict COVID lockdown level 3
and 2 measures in 2020 Q3, compared to the adjusted level 3 and level 1 alerts that have applied in 2021 Q3.

A more important driver of the improved CDI, though, is the fact that lenders have been stricter in their credit extension -
particularly in the Personal Loans space — due to increased risk aversion.

In addition, we have seen that the ability of lower-income consumers to qualify for loans in, e.g., the Retail Loans space, has
deteriorated — probably due to loss of income and employment.
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CDI by Product

Almost all products showed a significant improvement in CDI.

Considering that the CDI is most heavily weighted towards the secured loan products (due to the high value associated with
these products), the relative improvement in the Composite CDI Y-0-Y was 23%.

With the exception of Credit Card products, all products saw a significant CDI improvement Y-o-Y. The deterioration in Credit
Card CDI, however, is more due to statistical factors (considering the low base observed this time last year) than due to
other market drivers.

Most significant, in relative terms, was the improvement observed for Retail Loans, moving from 18.28 in September
2020 to 10.61 in September 2021. This constituted a relative improvement of 42%. This improvement does not signify an
improvement in consumers’ ability to repay their Retail Loans; instead, it is the result of a significant reduction in new
business written for Retail Loans of late. Note that Retail Loans only contribute 2% to the Composite CDI.
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Retail Loans CDI

Very significant improvement in September 2021 - particularly for less affluent consumers.

The significant Y-o-Y improvement in Retail Loans CDI was observed across all consumer affluence groups but was less
pronounced among the more affluent consumers in FAS Group 1: Luxury Living and Group 2: Aspirational achievers.

This is because the less affluent consumer groups simply do not qualify for Retail Loans, given the high unemployment
rate and the loss of income that resulted from the COVID lockdowns. These consumers bore the brunt of the carnage
caused by the loss of income, and as such, their increased non-qualification for Retail Credit has resulted in a stellar
improvement in CDI — not because of their improved financial situation, but because of their exclusion from new product

sales.
Retail Loans Consumer Default Index
CDI = % of Never Defaulted Balances that Defaulted in last 3 Months
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Group 6: Yearning Youth 39,00 20,94 R ,9 Billion R ,07 Billion -46%

Page 6



01 December 2021
Insights into the Redefined Credit Economy

Retail Loans — New Business
Very significant improvement in September 2021 - partly due to low Retail Loan New Business still prevailing through

2021 Q2.

Comparing New Business volumes subsequent to the initial hard Level 5 COVID lockdown, it is clear that New Business

volumes for the Retail Loans industry are still recovering.

We saw a slight increase in New Business volumes for Retail during both October and November in 2020 - following the
extension of Black Friday special offers to more than a month, in an effort to boost retail sales. A similar trend is expected

for this year.

New Business: Number of Accounts
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Retail Loans: Market Appetite

Appetite for Retail Loans is also still recovering, following the lockdown measures imposed due to COVID-19

Retail Loans enquiry volumes, as is the case with New Business volumes, are still recovering to the volumes we saw prior
to COVID.

DAILY AVERAGE (with % change M-o-M)
SOURCE BUREAU: Experian ; VERTICAL: Retailers
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Market analysis

Credit Active Consumers

Since the onset of COVID, we have seen a continued steady reduction in the number of credit-active consumers.
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The number of credit-active consumers has shown a marked decrease over the last 2 years. From the bar graph on the
Number of Consumers, Retail Loans clearly contribute the most to the credit-active economy from a consumer volume
perspective (~40%), followed by Retail and Personal Loans (~22% each). For the most part, the trend in consumer volumes
over the last 2 years has been decreasing for all product types, except for Home Loans. The product type with the most
significant reduction in consumer volumes has been Retail Loans — dropping by an average of almost 80 000 consumers
per month. The increase in Home Loans from a consumer volume perspective was partly driven by the drop in interest

rates observed over the last 2 years.

Page 8




01 December 2021
Insights into the Redefined Credit Economy

Market Share Views

Although the market share from a consumer volume perspective is mostly based on the unsecured credit market
(particularly Retail Loans), we see the dominance of secured loans from a credit exposure perspective.
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Market share of Retail Loans (from a consumer volume perspective) has been decreasing over the last two years, moving
from 42% to 40% most recently. From an exposure perspective, though, the market share of Retail Loans has remained
stable at around 2%. This signifies that in relative terms, Retail loans have not changed from a % of total market exposure
perspective but has definitely shown a steady decrease from a consumer volume perspective.
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Market Exposure

Market Exposure (in ZAR) has shown an increasing trend over the last 2 years for most products. A slight decrease was
observed for Retail Loans overall, but this constitutes a decimal change in terms of total market exposure.
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Total Current Balance (ZAR)
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Total Current Balance (ZAR)

Source: StatsSA

Overall, we see the credit exposure showing an increase over the last 2 years. The decreasing trend observed for Retail,

though, contrasts with this general trend. Considering that CPI has been positive for several years now, sharpens this
contrast even further. However, considering the reduction in consumer volumes, this result does not come as a surprise.

Page 10

o e B
Pre-COVID Pre-COVID ‘_....o! .
1800 000 000 000 RO00000000 000 @1 ss @rvcs Mevec@re @irss e Benogree @087 "8
Trend = + R4.15 Bill
R1 600 000 000 000 R800000000 000
R1 400 000 000 000 R700000000 000
R1 200 000 000 000 R600000000 000
R1.000 000 000 000 R500000000 000 Trend = + R1.22
9..8..0..0 9. () .9 [ ) (] [ ) LRI D . " . Ty
R800 000 000 000 R400000000000 ~ & ¢ $TTETEEEE
Trend =+ 0.17 Bill
R600 000 000 000 000 4 . . e e
R400 000 000 000
R200000000 000 -
Trend = + 0.54 Bill N
R200 000 000 000 Ol b0 -
R100000000 000 Trend = - 0.56 Bill
RO
@ 9O o o o o M gy VW N ®W QO = N o N omoF Wy O N QD R-
S T T T T T e O e e T T T T T e e BB Bt Bt M M B @ O = AN o5 o M F 1w W N ® O O = N o N M F ! W N ® O
2 2 2288838 RS s8gsssgsgsgsgs8¢s8s§ S oS 4858555 558 55 585585858585 5 g
5 5 8 8888588885858 8888848s8 o o o o o & & o o od o g o LSS
8 S S 8 R 8RS/ RRR/ ||/ RS-ZR 2 22288888 gggeggIyggsgsdgygas
S 55 ococoss8ggsgsssgssssessgsgs s
S R SRR AR/ R/R/RKRRRAR/R/RK/RKRRLIR|RIRRRER
WHOME LOAN  ®VEHICLE LOAN  ® CREDIT CARD M PERSONALLOAN  mRETAIL LOAN
®  HOMELOAN ®  VEHICLELOAN o cREDITCARD ®  PERSONALLOAN ©  RETALLLOAN
CPI headline index numbers (Dec 2016 = 100)
130
120
110
100
90
80
W W W W W WOMNINIMNINIMNINSGOGDOOWOWOWOWO OO MO DO O OO0 00 o oA o o o
22 S 228NN oo a2 222222 IR NN
O OO0 OO0 000000000 0000000 00000000000 O o o
SRRRRAIRARRARRRARARRARRIARIRRRAIRRKIIRRKIRXIRRIIRKRRR
5332 §3 8 EF3 8355328368832 8385333838333¢8
- == ©wz =23 ©wz =23 vz =23 ©wz =23 ©wz =23 v




Scoresharp

a8, . .
Texperian. analytics

The unpredictable nature of the future can be daunting
— let us help you understand your situation and how
you can overcome your business obstacles through
data and analytics.

Understanding your
Customers
The Financial Affluence Segmentation
tool helps companies ideal target
populations likely to take up your
product or engage with your services.

Download Brochure

Locate your
Ideal Customer
Experian’s FAS Location solution
allows you to select your ideal
segment based on their FAS profiles
and/or area to get insights into the
population at a more granular level.

Download Brochure

3+ @12 - CUSTOMER LEVEL BY SCORE

Industry Benchmarking
Reports
Understand how your company is
performing against the industry in
our comprehensive benchmarking
reports.

Contact Us

Economic Insights Reports and Webinars
Stay informed of the latest credit trends and get actionable insights by
registering for our regular economic insights webinars and reports.

Register now at: https://expri.info/Economiclnsights

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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