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Presenters notes:
The SARB conducted a survey of six selected banks that are active in the unsecured
lending market following the publication of the NCR’s credit bureau monitor for September
2011, highlighting high growth rates in this market.
The information presented is based on the survey of the six selected banks (these banks
represent approximately 96,2 per cent of total unsecured lending in the sector as of January
2012).
The information is based on their gross credit exposure (in other words, both on and off-
b l h t f iliti ) f th i d f S t b 2010 t J 2012balance sheet facilities) for the period from September 2010 to January 2012.
It is limited to unsecured exposures to the retail asset classes (that is, no wholesale asset
classes are included).
The major product categories are qualifying retail revolving credit (largely credit cards and
overdraft facilities), retail other (largely personal loans, including student loans) and SME
retail (SME retail exposures are managed as a pool of assets rather than as individual
exposures and each exposure is less than or equal to R7,5 million).
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Presenters notes:
The scope of the survey was limited to banks (unlike the NCR which conducts a review of
all credit providers – not only banks).
Banks conduct financial intermediation – for example, intermediation of short term funding
to long term products or between retail and wholesale sectors. Unsecured lending is but
one part/product of the banks business.
The ratio of the total gross unsecured credit exposure of the 6 banks to the total gross credit
exposure of the banking sector amounted to 8 per cent as at December 2011 (December
2010 7 7 t) Thi i l ti l ll t f th b ki t ti iti t thi2010: 7,7 per cent). This is a relatively small part of the banking sectors activities at this
time. Unsecured lending does not present a systemic risk to the banking sector at this time.
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Presenters notes:
Total gross unsecured credit exposure to retail categories increased from R289,0 billion in

September 2010 to R345,3 billion in January 2012 (an increase of R56,3 billion or 19,5
per cent over the period).

Year-on-year (y-o-y) total gross unsecured credit exposure increased by R42,2 billion (13,9
per cent) in January 2012.

Month-on-month (m-o-m) increased by 10,4 billion (3,1 per cent).
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Presenters notes:
The highest y-o-y growth was in the retail other category to unsecured exposures greater

than R30 000 (37,9 per cent as at January 2012).
The increase in the SME retail from December to January is due to a change in reporting by

one bank (swopping the classification between secured and unsecured lending. This
bank’s total gross exposure (secured and unsecured) in the SME retail category did not
show the major increase in January 2012).

The y-o-y growth in total gross unsecured credit exposure increased marginally from 11,4
t i S t b 2011 t 13 9 t i J 2012per cent in September 2011 to 13,9 per cent in January 2012.
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Presenters notes:
The retail other category consists mostly of personal loans (including student loans).
The increases in retail other were as follows:
• for the period September 2010 to January 2012: R35,9 billion or 43,1 per cent
• y-o-y to January 2012: R24,0 billion or 25,2 per cent
• m-o-m to January 2012: R1,9 billion or 1,6 per cent
The gross unsecured credit exposure to the total retail other category consists mostly of on-

balance sheet facilities (or loans extended) (97 per cent as at January 2012).
Of th t b t i f t il th (th t i t th d l th l t R30Of the two subcategories of retail other (that is, greater than and less than or equal to R30

000), the greater than R30 000 showed the fastest y-o-y growth. As of January 2012, 50
per cent of total retail other was to exposures greater than R30 000 (September 2010: 44
per cent).
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Presenters notes:
The highest growth in the retail other category was by the banks specialising in

microlending – the y-o-y growth was consistently above 40 per cent.
Total growth in retail other unsecured gross credit exposure amounted to 25,2 per cent as

of January 2012.
As of January 2012, half (50,3 per cent) of all retail other unsecured gross credit exposure

was extended by banks specialising in microlending (January 2011: 44,3 per cent).
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Presenters notes:
SME retail consists of loans to small and medium sized enterprises, where the banks

manage the loans as a pool of assets (that is, they are not managed individually) and no
individual exposure exceeds R7,5 million.

Total gross unsecured credit exposure to the SME retail category increased as follows:
• for the period September 2010 to January 2012: R9,1 billion (16,6 per cent)
• y-o-y: R8,6 billion (15,7 per cent)
• m-o-m: R6,7 billion (11,8 per cent) (The increase was due to a change in reporting by one

l b k th t ll t d it t t l t SME t il b t th d dlarge bank that reallocated its total exposure to SME retail between the secured and
unsecured portions from December 2011 to January 2012).

As of January 2012, 47 per cent of gross credit exposure to SME retail was on-balance
sheet (January 2011: 42 per cent).

8



As part of its ‘flavour-of-the-year’ topics for 2012, the Bank Supervision Department (BSD)
of the SARB will meet with banks board of directors to discuss the bank’s unsecured
lending activities. The review will focus on the following areas:

• The bank’s governance structures
• The business strategy (including risk appetite and risk-monitoring tools)
• The loan portfolio (size, tenor, overall risk distribution)
• Pricing of unsecured lending products
• Overview of the application process, including affordability testing

Ri k fili f li t• Risk profiling of clients
• Reviewing the impaired advances of the portfolios
• Discussing the capital allocated to the portfolios
• Investigating the banks collections stategies and write-off policies
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Presenters notes:
Final comment: At current levels, unsecured lending does not constitute a bubble and the

Bank is monitoring developments closely. Unsecured lending does not currently present
any systemic risk to the financial system.
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