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Challenges to extending the
access frontier

 Poverty

 Income

 Physical access

* Financial literacy
 Negative perceptions




Three quarters of
population receives
income of less than

$300 pm

1% 1%
T

R1 - R999 R1,000 - R1,999 R2,000 - R2,999 R3,000 - R 5,999 R6,000 - R9,999  R10,000 - R14,499 R14,500 Plus Refused/Uncertain

Income Profile South Africa




O0Often OSometimes B Rarely M Never

T

Family gone without enough food Family gone without medicine  Family gone without cash income
o eat

Poverty |
Gone without basics




Brazil and SA equivalent
branch and ATM density per
1000 sg km but almost half
by population density

Urban formal Urban informal Rural formal Tribal land

Physical access to banking tracks the formal/informal divide

Takes twice as long (37mins) for people in tribal land to get to a bank
Costs of banking have to take this into account

Insurance: 22% say “nowhere close to make payments/buy service”

S Physical access |
Have access to a bank “nearby -




Savings account

Debit card

Cellphone banking

Burial society

Insurance

Interest rate payable 37 23

o

» Low awareness of terms such as “debit card”, “insurance” and “interest rate payable”

» Personal visit by financial services company (48%) is preferred medium of communication
A third of population want to learn how to be able to save more

» Thirst for knowledge is great

» Face-to-face money advice

“; Financial literacy




Banking
service fees (61%)
long queues (68%)
lack of respect (49%)
Insurance
cannot get money quickly (25%)
lack of respect (89%)
Micro lenders
don’t understand how they work (30%)
not understanding when payments can’t be made
(20%)
too much credit and service fees too high (17%)

Negative perceptions and experiences
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Backdrop

death or serious iliness of main wage earner “likely” (14%)

20% have lost a family member in the household, 40% outside the
household

job loss of main wage earner also “likely” for 14%
78% have no medical cover
perceptions of precariousness

Perceptions not all negative
17% don’t use but would like to
Trust in life companies as preferred source of advice

Life iInsurance




69% say they can't afford it

“Skipping” premiums to make up the difference later
not an option for a quarter of people

Low levels of understanding

One third do not understand how life insurance
companies work

43% would want to be sold insurance by a broker or a
company representative

Affordability concerns suggest need for trust
Consequences

More affordable products

Product innovation to meet needs (eg job loss)

Distribution needs to retain some personal contact

Life iInsurance




- Low penetration
: 92% have never had car insurance

only 6% have household contents

short term insurance virtually non-existent in the
poorer population

even 90% banked, full time formally employed —
3% usage

Reasons for not insuring
affordabllity (46%)
don’t need it (30%)/nothing to insure (5%)
31% say they don’t understand how it works

Short term insurance




Currently Banked  Previously Banked Never Banked

Bank Status
Zambia




Currently Banked  Previously Banked Never Banked

Banking Status
South Africa
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e Cash is bypassing the banks
» 25% of banked - 3.6m - withdraw all of salary as soon as paid

Into bank
35%

47% of money
received does not
end up in a bank

Other forms

Most/all of it Some of it
7% 20%

None/Don't
have a bank
account
73%




Insurance

Base: Total n=1200

Transactions

60.0

507

40.0

/43.1 FinScope
30.0 Formal

Savings

FinScope
Informal

Credit/Loans




B Bank ' Formal Other (only) ™ Informal (only) B Financially excluded



New Frontiers



Mobile Phones
Zambia



Mobile Phones
South Africa



Mohile Phone Access




Poverty

Income

Physical access
Financial literacy
Negative perceptions

40

Consumer Understanding
Unpacking the barriers
Appetite for technology

Gaps in knowledge and
application

On-going process of learning



FinScope Application Examples
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