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Household finances improved in the final quarter of 2024.

e Household finances improved in Q4, benefiting from a combination of faster income growth, a modest increase in
employment, lower interest rates and a boost from Two-pot withdrawals. Growth in real personal disposable income (PDI)
moved higher to 0.8% qoq from 0.5%, mainly boosted by an improvement in other income (profits, rents, interest,
dividends), which rose by 1.2%, up from 1.1%. Compensation of employees also increased by a slightly faster 0.7% from
0.2%, and inflation moderated further over the period.

o Employmentdatafor Q4 was mixed but nonetheless showed a modest increase injob creation. The Quarterly Labour Force
Survey showed formal employment growth slowed to 0.8% qgoq in Q4 from 1.8% in Q3, while the Quarterly Employment
Statistics, which surveys companies directly, reported a 0.1% increase following a 1% drop over the same period. The net
increase in employment, lower interest rates, income growth and a boost from the Two pot withdrawals boosted consumer
spending, which accelerated by 1% in Q4 qoq from 0.4% in Q3.

o Despite the rise in spending, households probably avoided taking more new debt and used part of the savings from the
Two-pot withdrawals to reduce the debt burden. This, and faster income growth, caused the household debt-to-income
ratio to drop to a two-year low of 62% from 62.4% in Q3.

e Debt affordability improved somewhat due to slower debt accumulation and lower interest. The household debt service
cost to disposable income ratio eased to 8.9% in Q4 after remaining steady at 9.1% in Q2 and Q3.

Chart 1: Household income trends. Chart 2: Household debt to income eased slightly.
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e Household balance sheets also improved further, with net wealth levels increasing as the market value of assets grew
faster than liabilities. The rise in the value of assets was boosted by an increase in the value of housing stocks due to the
improvement in house prices. This outweighed a drop in the JSE All-Share Index. However, the ratio of net wealth to
disposable income decreased to 413% from 416% as disposable income increased faster, but the ratio was still higher on
an annual basis.

e Thesavings drawdown continued in Q4, with the ratio of personal savings to PDI down to -1.2%, the lowest since Q4 2018.

Personal Finances | 1



Economic Insights | 27 March 2025

Chart 3: Debt service costs remained steady. Chart 4: The personal savings rate remains negative.
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Household finances are expected to improve further in 2025. Subdued inflation will continue to support real personal
disposable income, and the effect of the interest rate cuts and the withdrawals from the Two-pot retirement system should
help reduce debt service costs. At the same time, the gradual improvement in employment, in line with better growth
prospects, as well as higher wage settlements in the public sector and relatively strong growth in bonuses and other
additional pay will continue to support consumers' financial health. Lower and steady interest rates should also lift house
and equity prices, contributing to stronger balance sheets. These will gradually free more funds for discretionary spending.
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DISCLAIMER

The information furnished in this report (the "report"). which information may include opinions. estimates. indicative rates.
terms. price quotations and projections. reflects the existing judgment of the author(s) and the prevailing market conditions as
at the date of this report. which judgment and conditions are subject to change without notice. modification or amendment.
Thisreport does not necessarily reflect the opinion of Nedbank Limited ("Nedbank"). The information herein has been obtained
from various sources. the accuracy and/or completeness of which Nedbank does not guarantee and for which Nedbank
accepts no liability.

Any prices or levels contained herein are preliminary and indicative only and do not represent bids or offers. These indications
are provided solely for your information and consideration. The information contained in this publication may include results of
analyses from a quantitative model which represent potential future events that may or may not be realised. and is not a
complete analysis of every material fact representing any product. Any estimates included herein constitute Nedbank's
judgment as of the date hereof and are subject to change without any notice. Nedbank and/or its affiliates may make a market
in these instruments for our customers and for our own account. Accordingly. Nedbank's may have a position in any such
instrument at any time.

Nedbank recommends that independent tax. accounting. legal and financial advice be sought should any party seek to place
any reliance on the information contained herein. This report is intended for use by professional and business investors only. It
may not be considered as advice. recommendation or an offer to enter into or conclude any transactions. This report has been
prepared for general dissemination and information purposes only and may not be construed as an offer to buy or sell or a
solicitation of an offer to buy or sell any financial instruments or to participate in any particular trading strategy in any
jurisdiction. Any additional information relative to any financial instruments and/or financial products reviewed in this report is
available upon request.

All rights reserved. Any unauthorised use or disclosure of this report is prohibited. This report may not be reproduced without
the prior written consent of Nedbank. The information contained in this note is intended solely for the recipient and may not be
distributed by the recipient.

Alltrademarks. service marks and logos used in thisreport are trademarks or service marks or registered trademarks or service
marks of Nedbank or its affiliates.
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