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Consumer debt: consumers are still battling despite

improved optimism with lower interest rate

INAOPPERMAN

Consumers have never been this
thinly stretched when it comes to
their finances as they battle to afford
the basics and pay their debt.

Despite being more optimistic
about their finances, South African
consumers are still battling with debt
as personal loan interest rates reach
their highest levels, while their in-
come growth does not keep up with
inflation, and they have to use unse-
cured credit to make up the shortfall.

Although sentiment improved
since the suspension of load shed-
ding, the formation of a coalition
government, reduced inflation and
lower interest rates, and the ability to
access some retirement savings un-
der the two-pot retirement system,
consumers are still under severe fi-
nancial strain according to the Debt-
Busters’ Debt Index for the third
quarter based on a quarterly evalua-
tion of debt counselling applications.

Despite the series of positive de-
velopments, demand for debt coun-
selling increased by six percent com-
pared to the same quarter last year,
and online debt management grew
by 1096, Benay Sager, executive head
of DebtBusters, says.

“Over the past eight years, con-
sumers’ income growth did not keep
up with significant cost increases,
and consumers are using short-term

unsecured credit and personal loans
to make up the shortfall”

He says 829% of people who apply
for debt counselling have a person-
al loan and 539 a payday loan, at a
time when unsecured interest rates
are at 26.7%, close to the maximum
of 29%o.

Other findings from the Debt In-
dex show that compared to 2016,
consumers who applied for debt
counselling had: 44%o less purchas-
ing power. Electricity costs 135%
more than eight years ago, and the
petrol price has doubled, contribut-
ing to cumulative inflation of 469.
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Over the same period, nominal in-
comes only increased by two percent.

This means that in real terms,
most South Africans had 449% less
disposable income in 2024 compared
to 2016 due mainly to the impact of
high inflation.

This means disposable incomes
shrank by almost 449 during the
past eight years.

Before coming to debt counselling,
consumers were spending 66% of
their net income to repay debt. This
is up sharply compared to the last
few quarters and is the highest since
2017. People who take home R35000

per month use 72% of their income
to repay debt, and their total debt-to-
net-income ratio is 176%.

The most vulnerable consumers,
who earn R5000 or less a month,
use 75% of their income for debt
repayments. These ratios are at their
highest-ever levels, Sager says.

Average unsecured debt levels were
22% higher than eight years ago
but are lower than the same period
last year. For people taking home
R35000 or more, unsecured debt
levels were 529 higher.

Sager also notes that since 2016,
average unsecured loan size increased
by 57% while the volume of new
unsecured loans declined by 30%.
“This means larger unsecured (per-
sonal) loans are granted to a smaller
number of consumers, highlighting
that risk is concentrated on an ev-
er-smaller group of consumers.

“For secured loans, in contrast,
the number of loans decreased by six
percent, but the average loan size In-
creased by 3390

Other key trends picked up in the
report show the nature of consumer
debt is mostly stable, but the unse-
cured debt contribution appears to
be increasing.

The share of vehicle debt has in-
creased in the last few years, indi-
cating that more consumers with fi-
nanced vehicles are seeking financial
assistance. — The Citizen.
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