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Agenda - Johannesburg B FMarc Trust

B 08:30-09:30 Breakfast

B 09:30-09:45 Opening address (Nkosana Mashiya — Chief Director
Banking Development and Financial Access, National Treasury)

B 09:45-10:45 Survey highlights (Mark Napier)

B 10:45-11:00 Questions

B 11:15-12:50 In depth survey review (Rob Powell - RS)

B 12:50-13:00 Questions and closing (Darrell Beghin - FMT)




9

FINS IF'E
PR

=
Agenda — Cape Town B FMarc Trust

B 08:30-09:30 Breakfast

B 09:30-09:45 Opening address (Marshall Rapiya — Head, Group
Schemes, Old Mutual)

B 09:45-10:45 Survey highlights (Mark Napier - FMT)

B 10:45-11:00 Questions (Mark Napier)

B 11:15-12:50 In depth survey review (Rob Powell - RS)

B 12:50-13:00 Questions and closing (Darrell Beghin - FMT)
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FinScope objectives B FMarc Trust

gl

To track changes between 2004, 2005 and 2006 (based on 16+ age group) with
emphasis on the financial sector

Understand factors influencing the financial services sector — employment,
poverty, access to services, living standards and the like

Understand who is engaging in the financial services sector — who is using what?

Understand the reasons people are not using financial service categories

Determine how people are engaging with financial service categories

Understand the different needs and behaviours of people through segmentation
— the Financial Services Measure (FSM)

FinScope South Africais a perceptual study —that is, it seeks to understand
the perceptions of South Africans relating to financial service providers




2006 South African syndicate members
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m The 2006 South African syndicate members are Absa, Financial Services Board (FSB),
First National Bank (FNB), Liberty Life, Metropolitan, National Treasury, Nedbank, Old
Mutual, Sanlam, Standard Bank and Teba Bank

m Syndicate members form an integral part in questionnaire design and offer valuable

insights into consumer demand behaviour

G
ABSA

LIBERTY
LIFE

METROPOLITANA

&) NEDBANK

&R OLD MUTUAL

NATIONAL
TREASURY

A sivision of FirstAand Bank Limitsd

TEBA

BANK

@ Standard Bank

FSB

Validity of the study

Professor Stoker — (leading expert in the field of complex sampling)

—
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I “Based on the benchmarking that was done, no indication of any unusual adjustments was found. All adjustment
factors of the weights were within acceptable limits. The benchmarking programme that [is used] clearly indicates

any abnormality that might exist in the data set.”

QP

South African

Adivertising Research Foundation
Total Population

AMPS
16+ data

30903002

%

16+ data
31136800

FinScope™

Black

White 13 11
Coloured 9 9
Asian

Gender:

Male

Female

Age:

16 - 17 6 4
18-29 33 33
30-44 31 33
45 - 59 18 18
60+ 12 12

Marital status:

HSRC
16+ data

FinScope™
16+ data

Single

Divorced 2 3
Widowed 7 7
Housing:

Town/cluster House 4 4
Shack in Backyard 2 1

Informal Shack 10 11
Education: % %
No Schooling 6 6
Some primary 9 9
Some secondary 44 40
Matric 27 25
Degree 2 3
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Overall findings B FMarc Trust

Overall growth of 11% in the number of people banked (from 14,3 to 15,9 million),

dramaticaII‘ exceedinﬁ population irowth of 1%.

The proportion of banked adults rose from 46,6% to 51% in a population of approximately
31,1 million South African adults

Bank usage by LSM 1-5 increased from 32% in 2005 to 35% in 2006

Largely driven by growth in Mzansi now used by 1,9m people, or 6% of the population

Increase in informal product usage — both burial societies and stokvels

Increase in formal funeral policies (mirroring increase in burial society usage) but not in other
forms of long term life insurance

Use of short term insurance still very low (no growth compared to 2005): practically no one in
the black community (2%) or LSM 1-5 (negligible) uses short term insurance

Significant decrease in the lowest FSM tier

"are banked? _FINScQPE

P |ati i 16
+
opulation estimates 16+ years B FMarc Trust

® Faster growth in banking than in the population as a whole
= Approximately 1,5 million moved into the ‘banked’ population in comparison to only
400 000 new people entering the 16+ market in 2006 year

No. of banked adults in South Africa | 15868 856 | 119, 14 324 508 13 765 690

No. of previously banked adults in South Africa ] 3580 557 3 765 935 Wl 3 721 274
1%

No. of never banked adults in South Africa | 11 687 387 12 621 808 12 767 299

No. of un-banked adults in South Africa | 15267 944, 7% ' 16387743 . 1% 16488573

Total population size | 31136 800 | 19% | 30 712 251 || 1% 30 254 264

*Based on 2004/2005/2006 mid-year population estimates (Census 2001 base data)
**Population estimates for 2004 multiplied by banked/un-banked percentages from FinScope 2004 — caution approximations 8




Tracking the banked market
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" 4,6% increase in the proportion of currently banked people from 2005 to 2006

" 3,6% reduction in “never banked”

%
100 -

80 -

60 -

40 -

2006 (n=3894)

2005 (n=3885)

2004 (n=2988)

m Currently banked

[0 Previously banked

@ Never banked

Source: P4

Tracking the banked market — where is growth?

Banked in 2006
%

Black 45 (n=2135)

—_—
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Banked in 2005

Banked in 2004

White 91 (n=707)

Coloured 53 (n=759)

Asian 58 (n=293)

52 (n=1947)

50 (n=1947)

Area definition

Urban Formal 66 (n=2694)

Urban Informal 52 (n=264) 36 36
Rural Formal 36 32
Tribal Land 30 (n=678) 30 32
LSM — % %
LSM 1-2 21 (n=502) 20 24
LSM 3-4 32 32
LSM 5-6 61 (n=1232) 49 48
LSM 7-8 80 (n=694) ﬁ 75 81
LSM 9-10 93 (n=629) 90 94
Personal Monthly Inc % % %

No Income 15 (n=736) 16

R1-R499 35 (n=643) m 21

R500-R999 38 (n=607) 37 Income breaks rﬁt directly
R1000-R1999 74 (n=372) 72 comparable
R2000-R3999 94 (n=345) 92

R4000-R7999 96 (n=304) 95

Source: P4

Read: 45 percent of black people are banked in 2006




The Mzansi story —where growth is/can happen

Never heard of it
5%

(2005: 54%)

Have Mzansi
6%
(2005: 2%)

Have heard of it
and have
considered
opening a Mzansi
account

1% (2005 11%)

Source: M1

—_—
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(n=3894)

Mzansi users have similar characteristics
the “never banked”....except in
geography

Strong showing from Gauteng, not from
KZN or Limpopo

" For 60%, this is their first bank account
= Mzansi users come from the middle

LSMs (43% in LSMs 5-6)

Almost a third of Mzansi users say the
child support grant is their main source of
income

89% of users say it makes banking more
affordable

Have heard of it
but have not
considered

opening a Mzansi
account

38%

(2005: 34%)

Barriers to opening an Mzansi account

—_—

FINSDF
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" Having another bank account is the main reason for not opening an Mzansi

account

Have other bank
accounts/don't
need

Don't hawve a job

Don't have a
regular income

Don't have
money to save

Doesn't appeal

Don't have
enough money
to open it

2005
(n=1362)
%

27

For those
who have
considered
m the product
but not
taken it up,
affordability
is a key
issue

Source: M2 Based on those who have heard of Mzansi account

Heard of it and
considered it

(n=324)
%

Heard of it, but
not considered it

(n=1343)
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The Mzansi tally problem B FMarc Trust

The financial sector claims 3,3m Mzansi accounts in total but only 1,9m South Africans claim usage
of this product. Why?

May not want to own up to having an Mzansi — 41% say it is a “poor man’s account”

May not be aware that they are using a Mzansi account - NB Postbank accounts . All, or certainly
most, Postbank accounts have been converted to Mzansi accounts in the past year and yet 39% of
Postbank account holders do not claim usage of an Mzansi account. Some Mzansi account users
may also only view their account as simply a “savings account” or an “ATM card”.

3,3 million Mzansi accounts
500 000 Postbank
users possibly not

1,9 million aware that account
claimed is Mzansi?
accounts 500 000
)
A further 900 000 users may be
claiming ATM card, or savings account
without realizing they are using Mzansi
3
FlNEl:(iF-E
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LSM 1_5 §FINMAHK TrusT
Total population 31,136,800
LSM1-5 19,674,798
LSM6 -7 6,860,000
LSM 8 - 10 4,602,002

63% of the total adult population

Average household monthly income is R2 100 (average of 5 people in the household)
14% of LSM 1-5 rely on child grants for income, 10% on old age pensions and 4% on
other types of grants

35% have a bank account but 50% of LSM 1-5 say they can live life without one

21% belong to a burial society - 7% lost the main wage earner in the last year

Although 77% of LSM 1-5 adults have electricity in their homes, only 27% have flush
toilets and only 3% have access to hot running water

23% have matriculated
16% of LSM 1-5 belong to upper FSM tiers 5-8 — limited means/wealth is not
necessarily and indicator of financial sophistication or understanding
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LSM 1-5 and the Financial Sector Charter access targets gy s, s

Banking is increasing in LSM 1-5 overall — but is declining in the lower LSM 1 and 2 segments

Similarly there are decreases in LSM 1 and 2 for long term and short term insurance

Life insurance does not contribute much to overall long term insurance figures. If one excluded funeral cover,
the relative use of this form of insurance is low. Either people have a life product as well as a formal funeral
product, or the incidence is nominal

Short term insurance has declined and is simply not featuring in the lower LSM1-5 segments

ACCESS AND USAGE FIGURES FOR LSM 1-5

. Long term Short term Formal funeral
Banking ; .
insurance insurance cover
Access Target:
Access Target: 80% Usage Target:
80% Usage Target: 6%
22%

2005 2006 2005 2006 2005 2006 2005 2006
32% 35% 10% 9% 1% 0% 7% 7%

Long term insurance includes life insurance, formal funeral cover, loss of earnings insurance, retirement cover, investments
Short term insurance includes asset insurance, travel insurance and credit insurance
Formal funeral cover excludes burial societies and funeral cover through an undertaker 5

F‘lNSl:(iPE

Access strand of financial services B FMarc Trust

Growth is being driven mainly by formal banking products although the increased contribution
from informal products is evident in the strand.
Note — many users of informal products also hold bank accounts

Financially served (67%) . _Financially excluded (33%)

Formally included (58%)
Banked (51%

A

A

2006
(n=3894) mBanked
Formal - other
Informal (only)
W Financially excluded

2005
(n=3885)

0% 20% 40% 60% 80% 100%




Where is growth in informal sector coming from?
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There has been an overall increase in the percentage of people using informal
products between 2005 and 2006 — both in usage of burial societies and in savings

clubs
Tribal land bias

Could the increase be driven by the increased fear of death (burial societies) due

to HIV?

Or is it simply an access question — physical distance but also the fact that people
tend to get money advice from family networks or the community
High degree of cross over with formal banking — 65% of stokvel users are banked,

53% of burial society users are banked

Belong to a burial society 19
Stokvel/umgalelo/savings club 7
Other savings club 1

Source: P1

2005

(n=3885)

14

*Note: questionnaire structure change between 2004 and 2005 may account, in part, for drop between 2004 and 2005

21*

N/A

Stokvels —who is using them and what for?

STOKVEL USERS:

97% are black

71% are female

45% live in tribal lands

41% live in urban formal areas
51% age 30-44

Tend to be in lower LSMs (23% LSM 1-2, 29% LSM
3-4, 36% LSM 5-6)

65% are banked (higher proportion than in the
whole population)

Source: profiling questions, 14
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Why are people
currently saving in a
stokvel?

In case of
emergency

Funeral costs

Food

School fees

Buying household
goods

Familyin case of
death

Future holidays

Retirement/old
age

Car/vehicle

Lobola

38

29

28

22

17

10
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Burial societies —who is using them —
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BURIAL SOCIETY USERS:

" 87% are black

" 59% are female

" 39% live in tribal lands

" 46% live in urban formal areas

® Tend to be older (38% are aged 30-44, 21% are aged 45-59, 18% are over 60)

“ Unlike stokvels, people belonging top burial societies are less likely to be in LSM
1-2, however 34% and 38% are in LSM 3-4 and LSM 5-6 respectively

® Far higher incidence of burial society incidence falling into FSM 3-4 (41% vs 29%
for whole population)

" 53% are banked — lower than those using stokvels

" Perceptually burial societies are seen very differently from other forms of funeral
cover. Value proposition for users by no means only financial — social factors are
critically important

Source: profiling questions 1
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Burial societies — payout options ',,Nmmw

“ Burial societies seem to be better placed to help holistically in the case of a death, (n=580)
rather than just giving a cash payout — this links to the support and care
associations

ake arrangements
Give cash to the Make all the funeral 9 Pay for the
for the funeral

beneficiar arrangements funeral parlour
y 9 and payout cash P

Don’t know/other

l

Cash payments by burial society

Average maximum no. of people covered

Source: F8, F9, F10




Burial societies - contributions

(n=3894)

Has bread winner passed %
away in the past year
5

Yes
No 95

Number of times contributed to
family funeral in past year
(n=293)

‘

Two
Three
21% 7%

Four
4%
Nine or
more
4%
One

Source: F13, F14, F15, F16

The average
number of times
that a person
contributed to a
funeral in the past
year is
1.9

—_—
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(n=3894)

Contribution to funeral in
the past year

Of these, two thirds (67%)
have a funeral policy,
therefore funeral policies are
not covering enough people,
or paying out too little

The average
amount
contributed to
funeral:

R1 637

Financial aspects which could impact on finances

—_—
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m FSM 1 and 2 most likely to cite no risk from the list impacting on their finances — possibly

because they have nothing to lose

m Risk rankings show high levels of dependency on main wage-earner
m 5% of people claim to have lost a breadwinner in the past year

Theft, fire or destruction of household/property
Loss of job of main wage-earng

Serious illness or accident of a member of the househp

Death of main wage-earné

Flood destroying house or property

liness or accident so than main wage earner can no
longer work

outside of the household
Theft, fire or loss of car/vehicle

Drought

dying and leaving you money
Increase in fuel/petrol price

Interest rate increase

None

Source: DM3




The insurance story — has the press had an impact?

Urgent measures mu
. October 28, 2006

st be taken to restore consu

mers' trust in the life industry
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“Urgent measures...” Personal Finance, November 20, Bruce Cameron
“At the recent...” Personal Finance, November 20, Bruce Cameron

“His findings sparked...” Mail and Guardian, January 16, Maya Fisher-French
“Life assurers started...” www.topcompanies.co.za, Stephen Cranston

Perceptual changes for life insurance

FINSC( iF‘E
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Trust remains an issue - only 7% of non-users associate life insurance with “can be trusted”
More non-users this year associate life insurance with high charges

Users of life insurance

Treat people with respect E‘gs
' ; ; 45
Can't get money from them immediately 40

Can be trusted®

Ideal financial service provider 5—2[54

Give status in community 5'1291

Must have credit references to use 5 13
Charges are too high H

9

Too far away 7

Not understanding when repayments 6

7777777 cantbemade- - - - - - |8________

Long queues }‘46
5

Don't understand it 6

Source: DM3
*Note: “Can be trusted” unavailable in 2005

Non-users o

f life insurance

Don't understand it Eﬁ;
Can't get money from them immediately Eﬁe

Too far away

Charges are too high @

Have difficult systems and technoloy ?610

Products don't meet needs

Must have credit references to use
Give status in community

Treat people with respect

*Can be trusted

Not understanding when repayments

can't be made

Ny
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Asset assessment '
“ Short term insurance has very low penetration — especially in LSM 1-5 SR Tow

“ Considerable potential for home insurance, household contents and
cellphone insurance — are people not seeing the value in their possessions or

just not finding a suitable product?
Assets owned

Thinks item Does not think
(n=3894) Insured should be item should be
% insured insured

Home

e e B =
3 ———* 5 61 (n=1570)

2 (n=330)

Cellphone

Household contents

Vehicle or car

Jewellery

Hand tools or agricultural
equipment

> 100 (n=56)

v
i

Caravan or trailer

None

Source: P1, ST1, ST2 Based on total market.
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Money in the market 'F -
IN K TRUST

(n=3381) ® In 2005, 35% of transactions
involving receipt of money,

Into bank - . '
44%, saw money going straight into
Other forms the recipient’s bank account

2%
What proportion of cash/other is
deposited into the bank?
(n=1800)
Cash Most/all
N ofit
54% 5%

37% of money received does not end up in a

bank — showing a sharp positive decline (2005 -

47%)

This seems to be driven mostly by the increase 2006 2005
in ATM cards and savings accounts seen this (1=cei | (n=3885)
year rather than a credit card change ATM card 48 44
This ‘unbanked’ money is observed most Savings/transaction accounts 38 33
frequently in the poorer segments Credit card 7 6

Source: SOM3, SOM4 5
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Incidence of borrowing (claimed) 'm” ——
" Borrowing especially prevalent in the ‘emerging’ financial market (FSM 4) and established FSM 8
segments
(n=3894)
% SKEWS
Currently » Black (12%), 30-44 (15%), R500-R999

borrowin > (13%), R1000,R199T [ T5%y, R4000-

Not currently " Store card usage highest in LSM 7 at

borrowing but 13 41% (22% in total population)
planto do so ® Credit card usage steadily rising
(highest growth in LSM 7 - 6% to
12%)...but still low for the population
as a whole
Not currently " FSM 7 has most number of credit
borrowing . . .
and don't card users (combination of high
plan to do so penetration and large segment size)

“ Likely under-read of credit usage

Source: CL1

—_—
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easons for borrowing money or wanting to borrow

“ Debt as “saving down” as opposed to “saving up” - potential for savings and
insurance products to cover funerals and education so as not to have debt
covering these eventualities?

Loan holders

(n=3894) b
% (n=475)
To buy food if money
has run out 18
For a funeral > 12

To pay a child's school
fees

For unexpected medical

expense
To start a business > 9
Money for me to study > 8

To pay off debts

To buy or build a house

To buy a car
To pay for water or
electricity

Average mention: 1.6 Average mention: 2.2

Source: CL4 — Top ten




Debt administration

Ever heard of someone being under debt
administration?

Currently Banked (29%), White (47%), Coloured
(30%), Urban Formal (27%), LSM 7-8 (39%), LSM 9-

—_—
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(n=3894)

Ever personally been under debt
administration?

Previously Banked (5%), Coloured (5%), FSM 5 (6%),
FSM 6 (6%)

10 (45%), FSM 3 (24%), FSM 5 (26%), FSM 6 (38%),

FSM 7 (41%), FSM 8 (59%) 2005
3%
Yes 2005 Yes

20% 29% 39,
No/Don't know No
80% 97%

Source: CL5, CL6

— =

Perceptions of the home
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“ Only one quarter of home owners see their home as an investment that will grow in value
“ Low mention of use or desired use of hor e as an income generator

Don’t know
You have never thought about using (n=3894) (n=2925*) 0
your home to earn income, either by %
renting it out or by running a
business

You personally use part of yg Vou think of
home or property to runab ou think of your
for example shop or mecieg home as an
investment that

workshop will grow in value

You would like to run a business " Maybe 1-1.5m
from your home but can't for some | 3 home based

other reason N
businesses per You would sell

i our home in
You rent out part of your home or F|nScope grde, tobuya

property for someone to live in ! ® Reality may be bigger one
much higher

You would like to run a business
from your home but someone in
your home won't allow it

You would use
your home as

security when
You rent out part of your e for 0 getting a loan
someone else to run a bi§jness

You would like to run a business If you needed a
from your home but can't because large sum of
of zoning laws money you
would sell your
home

None of the above

Source: H2, H3
*Based on people who claim to own their home




Overall literacy and knowledge of financial terms ',,NMKT“,,

Heard — : _
don't Literacy level (n=3894)

understand Can read and
% 85
understand

Can read but

Interest rates can't understand

Can't read or
understand

o Shifts in lower two financial knowledge tiers from the FSM and
Credit Bill or upper end (the ignorant becoming more ignorant; the
Act knowledgeable become more knowledgeable)

2006
n=3894

Ombudsman

(n=3885)

Credit
Tribunal

17 14 11 9 |5 |

|8 Tier 1 0 Tier 2 @ Tier 3 m Tier 4 m Tier 5 W Tier 6 m Tier 7 O Tier 8|

Source: OFL3

What people want to know about? '
FINMARK TRuST

" People who don’t want information are more likely to be wealthier - they probably feel they have enough information
" They also tend to be the very low income earners (LSM 1 or 2) — these people may not be interested in information as
they have nothing and don’t perceive value in the information

How to draw up and manage a budget
effectively

(n=3894)

How interest rates work and are calculated

How to make effective use of technology

How to work out how much credit you can
afford
Understanding and managing your personal
credit profile/record
How to better use financial services and
products eg. insurance and retail

Insuring/covering your life

Insuring/covering your assets

Debt counselling or training to better
manage your credit

Other

None

Source: FL2
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Child grants 'Fmme Trust

" 11% of the population is claiming to receive income in the form of child grants

" This skews above the norm on:
Black (14%)
Tribal land (15%)
18-44 (15%)
Personal monthly income R1-R499 (40%)
FSM 3-4 (16%)
Informally served (20%)

“ But, only 3% of LSM 1 claim a child grant**

" These people tend to be in remote areas, with access posing a real problem

" Possible use of Mzansi to allow accumulation of child grants without the need
for physical travel to collect

" COMMUNICATION essential — these people need education on the benefits
attached, eg: how to claim and how to get the money safely and affordably
(through Mzansi?)

B 31% of Mzansi account holders claim to receive income in the form of child grants
B Of people who claim to receive money in the form of child grant, 17% also claim to have

a Mzansi account, compared to 6% of the total population

** Caution: extremely small base size (n=29) 3
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FSM is reflecting the changes B FMarc Trust

m Financial penetration - effect of Mzansi 2005 -2006. People moved out of tier one and
spread across higher tiers two to four. Growth in informal offerings has also affected this
migration up the penetration tiers

m Financial access — there is a marked decrease in physical barriers to banking, but an
increase in psychological barriers (i.e. people preferring to deal in cash and the like)

m Control and discipline — there have also been shifts up the continuum in this FSM sub-
tier. This may be that people who have entered into the banked environment feel more in
control through product engagement. Shifts are seen across the board on this continuum
except in the very top tier which remains constant from 2005

m Connectivity and optimism - overall people seem to be feeling more optimistic about
their lives in this country this year. People are also more likely to be finding touch points
and gaining positive networks

m Knowledge - this is the only sub index which bucks the trend. Those in the know are
becoming more knowledgeable, and the ignorant more ignorant. This is an essential
challenge — to get information to the lower tiers in the country

The changes that have occurred in 2006 are significant, both in
banking and in other sectors. The FSM reflects these changes with
Particular reference to product penetration, accessibility and overall
financial discipline
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Some of the access frontiers are moving — this is very positive. But some of the
low hanging fruit has now gone.

Knowledge has re-emerged as a key priority area. People may be increasingly
aware but not understanding. Physical barriers to access, though still
formidable, may be less of an issue than the psychological barriers.

This speaks to the emphasis we place on the consumer in FinScope. The
picture we have of SA’s people, and their attitudes towards money management,
is becoming much sharper. We must not ignore the facts.

The importance of tracking over time. Long term trends count; year on year
changes do not.

A rich database reflecting the diversity of SA’s financial markets. This
presentation does little more than offer some insights.
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We have been busy!

Completed data now in SA, Botswana, Namibia and Zambia — Zambia launched
in November 2006

Completed field work in Kenya, Tanzania and (nearly) Uganda: launches
scheduled for early 2007

Ghana, Nigeria...and Pakistan

FinScope Small Business pilot (Gauteng) — launched in November 2006 - and
FinScope Mobile Banking — to launch in early 2007

Why? Dearth of information on consumers, operating climate for financial
service providers is challenging, new policy frameworks are being explored.

Regional dimension — political and commercial.
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We would welcome your support — financial and non-financial — that will allow us
to conduct FinScope in 20 countries over the next 5 years

Value proposition (beyond the market data) - a rand invested in market
development may offer a better long term ROI than own research

Collaborative effort — Mzansi and FinScope both show that collaboration can
work

We need to scale up — both for survey implementation and for analysis and
advocacy too

We look forward to working together on this initiative

THANK YOU
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