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FinScope South Africa 2004: mediarelease

By choice, most South Africans would keep their money in a bank. But many don't have
access to a bank account. FinScope 2004 reveals that:

On banking:

a

46% (13.2 m) of the adult population (16+) are currently banked; 42% (12.3m) have
never had a bank account: no significant change on comparable figures for 2003

o Banks service fees and minimum balances are perceived as high especialy by the
previously banked but overwhelmingly the main reasons why people say they do not
bank is the lack of ajob or regular income

o Unbanked people don't know how to open bank accounts and are confused by
technology

a  Only 44% of people live near a bank. On average, people claim to travel for 20
minutes to get to a bank, at an average cost of R12.30

o  19% of South Africans don’t have an ID document which they believe is necessary for
opening a bank account

On insurance:

o  Only 11% of the population (16+) have a forma life insurance policy. 15% have a
funeral policy with a big institution whereas 20% of the population contribute to a
burial society (for 18+, usage is 21% down from 24% in 2003). On average, more than
R65 per month is contributed to a burial society.

o 21% of the population either don't know about long term insurance or have never
thought about it. Of those who have a long term insurance, 44% have more than one
policy.

o  For short term insurance, 7% of the population has car insurance with 6% having home
owners and household contents insurance. Usage at lower income levelsis negligible.

On housing:

o  78% of whitesview their house as a tradeable asset, compared to only 24% of blacks
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On savings:
o  Savings accounts a banks are easily the most popular way people save (37%).

a  Only 9% have a pension fund with only 7% having a retirement annuity.

These insights come from FinScope SA 2004, a comprehensive national household survey of

financial services, needs and usage among al South Africans. They highlight the barriers
poor people encounter when they attempt to gain access to financial services. And they will

assist policy makers in both the public and private sector to remove or reduce the barriers.

Also from FinScope 2004 is a range of statistics about the financial profile of South
Africans, which highlight important and now very topical issues surrounding access. They

too will guide policy makers and financial service providers in identifying markets and
targeting products accurately for those markets.

Note. when making comparisons with 2003 data two factors must be taken into
account:

1 First, the age of the sample population has been reduced from 18 to 16, thus
increasing the overall population. For comparative purposes we include
year-on-year comparisonswith the 18+ population.

2. Secondly, the 2003 data has been benchmarked against the finalised 2001
census data (which became available only in 2004). Inevitably this has
caused some minor, statistically insignificant, changesto the 2003 figures.
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The framework
Sample framework
Questionnaire content

2003 2004
® General money matters Z
" General banking ET
® Burial societies Z
® Stokvels and savings clubs ET
" Investments and savings Z
" Credit and loans Debt section extended

® | ong-term insurance
® Short-term insurance

Insurance section extended

" Financial Sophistication Measure (FSM) Z
" Everyday Quality of Life (EQLI) ET
= Afrobarometer/poverty measure Z

" LSM z

" FICA question added

® Housing section added

" Lists extended

= Explanations and routings simplified

Sample framework
Research design implementation

Coverage and methodology

3 000 face-to-face interviews commissioned, 2 988 completed
Nationally representative sample, drawn by Enumerator Area

Stratification and multi-stage sampling using GIS

Sample drawn by the HSRC

EA maps supplied by the HSRC

The Financial Summary Measure (FSM) included in the study

Fieldwork July/August 2004

Questionnaire translated into six vernacular languages

Respondent profile

The sample universe was

changed from 18+ years in

2003 to 16+ years in 2004.
Reason for change is that the

50% males and 50% females

Universe = all adults 16+ years residing in South Africa :
65% non-metropolitan and 35% metropolitan

EA classifications legal age that one can apply
and open a banking account
= Urban formal = Municipal towns and the like is 16 currently. Therefore, the
® Urban informal = Squatter areas (no streets) sample needs to represent all
® Rural formal = Includes commercial farms, hostels, mines those who can utilisea
® Tribal land = Independent states/deep rural, self-governing banking account
territories Thus, only the 18+ years data

is comparable to last year
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Banked vs un-banked

Currently banked 2004 (16+): 13 197 589 (45,5%)
Previously banked 2004 (16+): 3 563 036 (12,3% )

Never banked 2004 (16+): 12 272 785 (42,3%)

A comparison of data on the 18+ population shows an apparent decline in the numbers of
the banked since 2003 but this is not statistically significant (i.e. it is within the statistica
margin of error inherent in the sampling process) and should not be viewed as a negative
trend:

o Currently banked 2004 (18+): 12 996 529 (48%)

0 Currently banked 2003 (18+): 13 302 162 (49%)

The apparent decline is likely to be attributable to the benchmarking process undergone as
part of this year's survey following the release of finalised 2001 census data.

In essence there has been no significant change in the numbers of banked and unbanked.
The impact of various commercial and legislative changes (e.g. the Mzans account, tiered
banking legislation) designed to improve access to financial services will hopefully start to
show from next year.

FinScope 2004 findings show a racial hierarchy of access to financial services, with whites
at the top, followed by Asians, coloureds and blacks. Employmert, an urban formal

environment, affluence and education play a major part in creating the hierarchy.

Of the currently banked:
o 64% are black;
o 23% are white;

o 8% are coloured; and
o 5% are Asian.

Of the previously banked:
83% are black;

o 3% are white;

O 13% are coloured; and
o 1% are Asian.

Of the never banked:

89% are black;

o 1% are white;

o 9% are coloured; and
o 1% are Asian.

O

O
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Looking at the 18+ population. the percentage:
a of blacks, among the currently banked, has fallen from 66% in 2003 to 64% in 2004;

o of whites and coloureds, among the currently banked, has remained stable at 23%
and 8%; and

o of Asians, among the currently banked, has risen from 3% to 5%.

Survey highlights

Number of banked consumers
Estimates 16+ years

No. of banked adults in South Africa (2004) = 13 197 589

(Anyone who currently uses: ATM/Debit/Credit card, a Savings Book/Post-Office
Savings/Savings/Transmission Account, Current/Cheque Account, Fixed Deposit, Garage Card,
Money Market account or a Mortgage)

No. of previously banked adults in South Africa (2004) = 3563 036
o
()
x
c
IS
Q
c
)

No. of never banked adults in South Africa (2004) = 12 272 785

No. of unbanked adults in South Africa (2004) = 15 835 821

Tracking the banked market

® The data has remained stable in terms of banking activity since 2003 (18+ data). However, looking at the 2004 16+
data, ‘never banked’ increases to 42%. We hypothesise that this increase is due to the inclusion of 16 and 17 year
olds in the sample

% No. currently banked E No. currently banked No. currently banked
13 197 589 13302 162 12 996 529
100 [
80 42 37 39
60
13
40
48
20
0
2004 16+ years (n=2988) 2003 18+ years (n=2984) 2004 18+ years (n=2895)
Currently banked [ Previously banked @ Never banked
Source: Q.2b

Read: 46% of people (in the 2004 16+ year data) are currently banked
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Why the unbanked?

Among all races groups, the main reason given for being unbanked is lack of a job and lack
of income. Among the previously banked, the costs of banking and bad experiences with
banking are aso cited as reasons for remaining without a bank account. However, bank
accounts remain the preferred way to store money: 73% of people say that, if they had a
large sum of money, they would bank it. The most popular banking products are ATM cards
(used by 40% of the population), transactions/savings accounts (35%) and debit cards (10%).
People also make e of informal financial mechanisms. 21% of people belong to a burial
society and 7% belong to an informal savings club

FinScope SA 2004

FinScope 2004 is based on 2988 face-to-face interviews, conducted in July and August
2004, with the help of questionnaires published in six local languages. Respondents were
part of a nationally representative sample, drawn by Stats SA and the Human Sciences
Research Council from the 2001 Census enumerator areas. 35% of respondents were in
metropolitan areas and 65% in non metropolitan areas, including tribal land. Weights have
been applied to survey results to generate national figures

More about FinScope sample

The FinScope sample can be broken down in various ways:

(16+ population) %
Black 77
White 11
Coloured 9
Asian 3
LSM 1-5 67
LSM 6-7 19
LSM 8-10 14
Employed 39
Formal employment 24
Unemployed 30
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A cash economy

There is a high persontto-person money transfer rate. For 30% of South Africans, the main
source of income is money from family. The trend is most marked among FSM 1 (38%),
FSM 2 (43%) and FSM 3 (32%).

Only 17% of respondents mentioned salary from a company as their main source of income.
And few of these are & the low end of the FSM scale: 1% of FSM and 2% of FSM 2. Most
are in the higher FSMs: 35% of FSM 5, 42% of FSM 6, 50% of FSM 7 and 48% of FSM 8.
This clearly points to the need for financial service providers to look beyond payroll as the
driver for access to financial services— especialy in light of the Financia Services Charter.

Next most important sources of income are child grants (9%), salary from an individual
(9%), sdf-employment (9%) and government pension (8%). Self-employment is highest
among FSM 8 (27%) and lowest among FSM 1 (4%).

12% of South Africans say they have no income at al. This is particularly the case in the
lower FSMs: 25% of FSM 1 and 17 % of FSM 2.

Main source of income

16+ years
" Overall tendency is for people to receive money on a monthly bass (n=2988)
" Money tends to be paid into the bank only if it is a salary or pension
" |f money is not initially received via a bank account, the tendency is not to put it into a bank account
Frequency How money How much banked
received received if not initially
(n=3112) (n=3112) banked
(n=1185)
Money from famil 0 EEEEEELS 4 52% monthly 90% in cash 86% none of it
y Y _ 16% irreqularly
Salary from a company - 17 R 85% monthly 86% into bank %t:’//nn Qgrr:i?]ff :}
Child grant . 9 R 99% monthly 87% in cash 88% none of it
indivi -- --> 72% monthly 58% in cash 69% none of it
Salary from an individual [JjJij© Ao in cash
3 - 35% daily/few times a week 87% in cash 46% some of it
Seif-employed . ° 27% monthly 41% none of it
Government pension . 8 > 99% monthly 72% in cash 79% none of it
Pi Kliob 5 4 26% weekly 91% in cash 76% none of it
ece worijo I 22% monthly
Other pension I 4 > 95% monthly 78% into bank 89% none of it
Informal work | 2 ) 81% daily/few times a week 94% in cash 55% none of it
Any other type of grant | 2 e 96% monthly 53% in cash 77% none of it

%
0 20 40 60 80 100
Source: Q22, Q23 — based only on those that claim to receive money from another source. Q25 — based on those whose money does not initially get put
into a bank account. Read: Of those 30% that receive money from their families, 52% receive this money on a monthly basis and 90% receive it in cash.
86% claim that none of this money eventually gets put into the bank
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Why FinScope?

One of FinScope's objectives is to understand the difference between the banked and the
unbanked. Launched in 2003, FinScope was developed by FinMark Trust, following a pilot
of 1000 households in urban areas in 2002. It is funded by a syndicate of ingtitutions and is
currently coordinated and underwritten by FinMark Trust. FinScope is to become an annual
benchmark survey, which will assist in monitoring the financial sector’s progress towards
achieving the Financial Sector Charter (FSC) targets. A section on housing has been added
to the 2004 survey and questions on debt and insurance have been extended.

Comparisons of 2004 results with FinScope 2003 have been complicated by a change in the
average age of the sample. The pilot study and FinScope 2003 sampled adults 18 years and
older, while the latest survey sampled adults of 16 years and older. The inclusion of younger
people, who are unlikely to have bank accounts, has increased the proportion of the
unbanked in South Africa. The reason for the change is that the sample selected should
represent all who can use a bank account and the minimum age at which people can apply to
open an account is 16. Also the FSC targets are based on the population 16+ years. Where
appropriate, figures that are comparable with those published last year have been made
available.
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FSMs: who's what

The FinScope findings have generated a new segmentation model: the Financial Summary
Measure (FSM), designed to complement existing segmentation models — e.g. the Living
Standards Measure (LSM) developed by SAARF (South African Advertising Research
Foundation), utilising the All Media & Products Survey (AMPS). Unlike most, the FSM
model is not income dependent and also measures behaviours and attitudes, which are
important behaviour drivers. There are 8 segments or tiersid entified by the model across the

population spectrum.

The FSM measurement categories are:

o Financial penetration (service consumption);
o Physical Accessto these services;
a
a

Attitudes towards money including financial knowledge and control and

Connectedness and genera well-being

FSM 1
FSM 2
FSM 3
FSM 4
FSM 5
FSM 6
FSM 7
FSM 8

expected

2004 16+
(n=2988)

%
245
21.9
11.5
12.8
11.0
9.8
52
33

26.2
20.8
8.4
11.9
13.9
9.8
5.7
3.4

23.2
20.9
11.3
13.3
11.9
10.6
53

3.6

" FSMs are stable in terms of key diagnostics such as race, gender, LSM and geographical location
" FSMs are based on key elements relating to the financial experience of people, and minor movements are

" The end goal is to substantially reduce the number of people inthe lower FSM groups over time as these people
become more aware of financial products and start utilising them
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Financial Summary Measure- FSMs

More than just wealth indicators to effectively segment markets
Understanding consumer behaviour drivers (and in time behaviour predictors) can
create market edge
Full market continuum needs understanding
Categories measured in the model:
Financial penetration
Physical access
Financial discipline
Knowledge of and control of finances
Connectedness and optimism
2004 data has validated the model — stable, segments well and is consistent with 2003
findings !!
Only 3% of South Africans fall into the top FSM segment
FSM1 and 2 comprise 47% of the market

FSM 1 makes up 25% of the sample while FSMs 1-3 make up almost 60%
The movement of people from FSM 1 up the scale towards FSM 8 will reflect the success or
not of the drive to expand financia service access to |low income people.
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LSMs and FSMs

100%
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®FSM 5

OFSM 6 BFSM 7 OFSM 8

The FSM model can be applied in conjunction with other segmentation models—the most

common within South Africabeing the LSM

LSM
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How does LSM compare to FSM?

(n=2988)

® LSM really looks at the dispersion of people on the basis of wealth and amenities that they

15

7
= I

LSM 1 LSM 2
25 22
Tierl Tier 2

have in home

FSM takes into account the various factors that make up financial sophistication such as

access, current penetration and knowledge.

This makes it a far more robust measure than

purely looking at wealth and amenities as it takes into account your experience as well (eg
housewife in Bryanston who is not banked, but whose husband is)
FSM shows a greater tendency for people to be in lower tiers than LSM has for people to be in

lower segments

13 18
LSM 3 LSM 4
11
Tier3

16

LSM 5

13

Tier 4

14
[

LSM 6

11

Tier 5

6 5 5 3
—
LSM 7 LSM 8 LSM 9 LSM 10
10
5 3
Tier6 Tier 7 Tier 8

11



File ref: 2660 12

| ssues of access:

o 57% of the population has access to a Telkom public phone;

o 46% to acellphone

0 19% to Telkom at home

a 9%toaPC

o 6% to afax

a 6% to the Internet

a 5%toe mail

Quality of life

o Black people are more likely to be unemployed while whites have the highest
number of retired or pensioned people as aresult of their older population profile;

o 60% of households are headed by someone with a bank account and 64% of people
claiming to be household heads are employed,;

o Only 1% of South Africans earn more than R13 000 a month. The biggest segment
(37%) earns R1 to R750 a month; ard, on average, one income earner in a household
supports four people;

o Among black people 30% have on occasion gone without medical treatment, 31%
have gone without enough food to eat, 27% have gone without electricity in the
home; 18% have gone without fuel for heating and cooking and 18% have gone
without clean water;

a 78% of people live in formal dwellings while 76% claim ownership of their
dwellings. On average four people live in a home, with the highest number among
black people and those living on triba land.

o People perceive the greatest financial threats to be shelter destruction, job loss, death
of the main bread winner and serious illness of a household member.

O 68% of both coloureds and Asians describe themselves as cheerful/happy, 66% of
whites and 54% of blacks. 74% of both blacks and coloureds say they have friends
and family to turn to, 71% of Asians and 67% of whites; and

O 68% of whites describe themselves as in good health, 61% of coloureds, 53% of

Asians and 51% of blacks.
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How happy are people?
Self-descriptors — Top 10

= OQverall, white people tend to be the most positive
® Black people are more community oriented - friends/family support?

Urban Urban Rural Tribal
Formal | Informal Formal Land
(n=2088) | (n=195) | (n=215) | (n=490)
% %

Total Black White Coloured Asian
(n=2988) | (n=1570) | (n=655) | (n=559) (n=204)
% % %

% % %
Friends/family to
turn to 73 67
Cheerful happy 57 66
Physically fit 55 54
Feel well/good
health 54 51
Life has meaning 53 50
Seldom drink 50 50
Feel alive 50 47
Spiritual person 41 37
Have enough
leisure 40 34
Satisfied with
achievements 31 e

Source: Q37
Read: 54% of black people claim to be cheerful/happy

What do people think may happen to them?

16+ years
Factors likely to impact finances
Total sample 2003 2004
(n=2988) (n=2984) (n=2895)

% % %

Thett, fire or destruction of property 32 8

Job loss of main wage-earner 34 40

Death of main wage-earner 35 k)

Serious illness of member of household 24 31

. - = After shelter, the

Death of family member outside household N/A 2z next greatest threat
i 't work z is the loss of income

from the main wage-
earner of the

R

ying property

Death of partner N/A 17 household
e eeeeieineoo.... Drought § LR = Overall, there are
Stock/livestock theft 8 1 many other
| in oil pri N/A n concerns before
ncrease in oil price loss of banking
... lossofvehicle L facilities becomes
Cut-off or decrease in payment to household 9 7 an issue
Abandonment/divorce 6 7
Loss of banking faci 4 6
" “Loss of computeriiaptop/cell phone/phone - -
None 29 1w

| Factors likely to impact finances @ Factors likely to happen

Source: Q7c and 7d
Note: Factors impacting finances below 6% not shown, factors likely to happen included for comparative purposes only




