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Consumer Pulse Study

Consumer behaviours and attitudes about current
and future household budgets, spending and debt

South Africa Q2 2022

TransUnion's quarterly survey explores how consumers’ personal finances have changed and what changes
they expect in the future. The study measures shifting consumer attitudes and behaviour based on the
dynamics of income, debt and identity theft. The analyses and insights give consumers a voice and inform
businesses’ decision-making as they seek to create economic opportunity for consumers.

KEY TAKEAWAYS

Rising inflation and interest rates

At the start of Q2, the South African annual inflation rate was at 59%, consistent with

levels observed in prior months and aligned with market forecasts. However, this is the

12th consecutive month where annual inflation has been higher than the median of the
South African Reserve Bank's (SARB) target range of 3%-6%. The continued high inflationary
pressure resulted in SARB hiking the repo rate by 50 basis points (effective 20 May 2022) to
475%, which marks the most significant increase since 2016. A repo rate hike also increases
a bank’s prime lending rate (from 7.75% to 8.25%). For borrowers, this means higher monthly
repayments on their debt obligations.*

Household income and expenses

More households (31%) experienced increased income levels than those that registered

a decrease (26%) in Q2 2022. The positive shift in household income levels is mainly due
to the decline (down 0.8%) in the unemployment rate for Q1 2022 at 34.5%. The remaining
43% of households experienced no change in their income levels. However, respondents
were optimistic and expected household income levels to continue trending upward.
Despite the improvement in household income levels, consumers remained focused on
cutting back discretionary expenses, primarily due to the continued inflationary pressure
and rising interest rates.

Majority of South African consumers believed access to credit is essential

Most consumers (?3%) surveyed indicated they believed access to credit is important.
A sentiment shared across Gen Z (97%), Millennial (94%) and Gen X (95%) consumers.
However, less than half (42%) of these consumers believed they had sufficient access
to credit. Despite the lack of access 60% of consumers indicated they do not intend
to apply for new credit or refinance existing credit at this point in time.

! Source: https://www.moneyweb.co.za/financial-advisor-views/what-the-recent-interest-rate-hike-means-for-your-debt/
Alternative Source: Oxford Economics



https://www.moneyweb.co.za/financial-advisor-views/what-the-recent-interest-rate-hike-means-for-your-debt/

FINANCIAL HEALTH

Household income (HHI), spending and bill payment impact

In Q2, just under a third of respondents (31%) stated their household income improved in the last
three months, an increase of 5% from the prior quarter, and 70% of respondents expected the trend
to continue in the next 12 months.

The improvement in household income was primarily due to households reporting an increase in

the number of people who started a new job (up 5%) or new business (up 4%), and a decrease in those
who reported job losses (down 4%) from the prior quarter. These improvements are consistent with
the latest South African unemployment statistics, registering the first decline in seven quarters,
down from a record-high of 35.3% to 34.5%.”

Fifty-six per cent of households indicated they will be able to pay their current bills and loans,
consistent with sentiments observed in the prior quarter. Forty-one per cent of respondents expected
to pay back at least partial amounts, while 35% intended to use money from savings to service their
bills and debt obligations.

Households focused on cutting back on discretionary spending over the past three months; 60% of
households surveyed echoed these sentiments, an increase of 4% from the prior quarter. With high
inflation rates and continued interest rate hikes on the horizon, 52% of respondents indicated further
discretionary spending cuts can be expected in upcoming months. These sentiments are shared
across generations (Gen Z; 46%, Millennials; 54%, Gen X: 54% and Baby Boomers; 57%).
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Figure 4. Reasons for change in current household income
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Figure 5. Changes to household budget in the last three months

Overall GenZ Millennials Gen X Baby Boomers
Spending
O ining out. vl enteramment k G o1 GHD 75 G -5
(dining out, travel, entertainment) 60”* 49% 61* 73% 65%
Canceled subscriptions/memberships 34% 31% - 37% - 35% . 24%
Canceled/reduced digital services 29% 28% - 29% . 30% . 27%
Added/expanded digital services 20% 27% . 18% ‘ 17% . 16%
Increased discretionary spending 15% 20% ‘ 15% . 11% . 10%
Added subscriptions/memberships 12% 14% ‘ 13% ' 5% . 8%
Debt & savings
Paid down debt faster 35% 39% - 39% . 23% . 17%
Saved more in emergency fund 33% 45% - 35% . 18% . 15%
Saved more for retirement 19% 23% . 19% ‘ 15% . 15%
Cut back on saving for retirement 17% 15% ‘ 14% . 26% . 26%
Increased usage of available credit 15% 13*% . 14% . 24*% . 15%
Used retirement savings 11% 7% . 10% . 10% . 28%
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Figure 6. Plans to pay current bills or loans (among those unable to pay bills/loans)

Overall GenZ Millennials Gen X Baby Boomers

Cashflow injection

Use money from savings 35% 45% @D 36*% - 30% - 21%
Borrow money from friends/family 27% 25% - 30% - 26% - 26%
Use unemployment benefits Q% 16% . 10% I 1% . 4%
Claim my credit insurance |~ &% 10% . 4% . 4% . Q%
Existing accounts

Pay partial amount 41* 32 GEED 40 G 47 CEEEED A7

Refinance/renegotiate payments/rates 12% 12% . 13% . 12% . 9%
Payment holiday/other accommodation 7% 10% . 7% . 8% . 4%
Increasing credit usage
Take out personal loan 11% 12% . 9% . 9% . 19%
Use credit card available balance 9% 7% . 9% ‘ 9% . 15%
Open new credit card(s) 5% 6% . 4% . 7% . 6%
Don't know
I don't know how I'm going to pay 9% 5% . 7% . 13% . 17%

Figure 7. Expected change to household spending over next three months

Bills and loans 34% 33% 27% 6%
Digital services 26% 41% 28% 4%
Discretionary spending 23% 20% 52% A%
Large purchases (appliances, cars) 23% 20% 41% 16%
Medical care/services 31% 41% 17% 11%
Retalil (clothing, electronics, etc.) 30% 24% 41% 5%
Retirement funds/investing 38% 30% 17% 15%

Increase @ Staythesame @ Decrease @ Not applicable
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FINANCIAL INCLUSION

Attitudes and plans for economic participation

Most consumers (?3%) believed access to credit is important. Less than half (42%) of respondents
believed they had sufficient access to credit.

Forty percent of consumers are planning to apply for new credit. In particular, Gen Z (48%) showed the
most appetite for new credit. From an income distribution point of view, less than 40% of households
with an annual income between RIOOK-R200K indicated their intent to apply for new credit.

In terms of planned new credit activity for the next 12 months, 44% of consumers intended to apply
for a new personal loan, and 39% of consumers wanted to apply for a new credit card. Notably, 49% of
Millennials were planning to apply for a personal loan, whilst 40% of Gen Z consumers were planning
to apply for a credit card.

Fifty-one percent of consumers responded they considered applying for credit or refinance existing
credit but ultimately decided not to. The reasons for abandoning their applications for credit were
due to high costs (32%), found an alternative funding source (27%), and believed their application
would be rejected due to current income/employment status (25%).

Figure 8. Believe important to have access to credit Figure 9. Believe have sufficient access to credit
and lending products to achieve financial goals and lending products
Overall Q3% Overall 42%
GenZ Q7% GenZ 44%
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Figure 10. Plan to apply for new credit or refinance existing credit within the next year

By generation By credit score
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Figure 11. Type of new credit and loan activity Figure 12. Abandoned plan to apply for new credit
planned in next 12 months or refinance
(@among those who plan to apply for new or refinance existing credit)
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Figure 13. Reasons for abandoning application for new credit or refinance
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CONSUMER EMPOWERMENT

Attitudes and behaviour to manage financial choices

The majority of consumers believed monitoring credit is important (89%); 62% of respondents monitor
their credit at least once a month. In particular, Millennials (?3%) and Gen Z (88%) cited credit monitoring
as important.

Consumers are gradually transacting online; 35% of respondents performed more than a half of their
transactions online.

More consumers believed their credit scores would increase (53% increased five percentage points) if
businesses used information not on the standard credit report. Gen Z (58%) and Millennial (55%) consumers
felt the use of alternative information could increase their credit scores.

Figure 14. Credit monitoring frequency Figure 15. Believe monitoring credit is important

41

Daily 12%
%
Weekly 20% 34

Monthly 30%

Quarterly - 12%
14%
Yearly . 6%
7% 5
Less than yearly . 4% 5/"

I don't monitor my credit - 15%

Extremely Very Moderately Slightly  Notatall

Figure 16. Percentage of transactions done online Figure 17. How believe credit score would change if
o businesses used information not on standard credit report
33%
28%
24%
11%
3%
. Increase . Stay the same Decrease . Don't know
. Examples provided of non-standard information include:
76-100% 51-75% 26-50% 1-25% None rental payments, short-term loan history and buy now, pay later loans
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IDENTITY PROTECTION

Identity risks and usage

More than half of consumers (53%) were not aware of being targeted, and over one-third (37%)
of consumers did not become a victim of a fraud scheme after being targeted. Most Gen X were
not aware (63%) of being targeted — much higher than Gen Z (45%).

Money and gift card scams remained the top fraud scheme (42%) in the last three months followed by
third-party seller scams (29%) and unemployment scams (27%). The quarterly trend of stolen credit card
or fraudulent charges is stable (11%: decreased one percentage point).

Personal information is a top consumer concern; 89% of consumers cited concern with sharing personal
information. Consumers did not want their identity stolen (75%); worried about invasion of privacy (74%):;
and wanted to avoid receiving unsolicited marketing communications (43%). Sentiments were similar
across generations with Baby Boomers (81%) the most concerned about identity theft.

Figure 18. Personal experience with digital fraud Figure 19. Most frequent fraud schemes targeting consumers
attempts in last three months (among those targeted with digital fraud)
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Figure 20. Concern with sharing personal information Figure 21. Reasons concerned about sharing
personal information
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Research Methodology

TransUnion's Consumer Pulse survey of 1,004 adults was conducted 26 May-8 Jun, 2022 by TransUnion
in partnership with third-party research provider, Dynata. Adults 18 years of age and older residing in
South Africa were surveyed using an online research panel method across a combination of desktop,
mobile and tablet devices. Survey questions were administered in English. To increase representativeness
across resident demographics, the survey included quotas to balance responses to the census statistics
dimensions of age, gender, household income and region. Generations are defined as follows: Gen Z,
born 1995-2004; Millennials, born 1980-19%94; Gen X, born 1965-1979; and Baby Boomers, born 1944-1964.
These research results are unweighted and statistically significant at a 95% confidence level within

+3.1 percentage points based on a calculated error margin.

For previous Consumer Pulse Studies, visit
transunion.co.za/consumer-pulse-study
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TransUnion:

About TransUnion (NYSE: TRU)

TransUnion is a global information and insights company that makes trust possible in the
modern economy. We do this by providing an actionable picture of each person so they can be
reliably represented in the marketplace. As a result, businesses and consumers can transact
with confidence and achieve great things. We call this Information for Good®.

A leading presence in more than 30 countries across five continents, TransUnion provides solutions
that help create economic opportunity, great experiences and personal empowerment
for hundreds of millions of people.

transunion.co.za
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