Debt-to-income ratio at 78,5%
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Figures contained in the Credit Bureau Monitor report show that almost half of South Africa’s 18,5-million credit-active people have impaired credit ratings and are battling to meet their monthly commitments.


The debt-to-income ratio for South African households has reached 78,5% according to new figures released by the National Credit Regulator.

It says that the debt-to-income ratio of South Africans was between 50% and 60% several years ago when the country was enjoying a more prosperous economic cycle but this has now risen to 78,5%.

Economist Freddie Mitchell says that certain figures, such as consumer debt, should not necessarily cause much concern but when they are combined with the debt-to-income ratio they show that South Africa is facing a problem when it comes to economic recovery.

He says that this ratio must be reduced because the level of savings in the country has dropped correspondingly. He warns that many consumers have large debts, which they are struggling to pay off.

Debt counsellor Kim Armfield of Libertine Consultants says that the typical profile of a person seeking debt counselling earns about R10k a month and owns a modest home and a car.

Armfield says that problems arise when one member of a household loses his or her job and the couple can no longer meet the monthly commitments that they have.

She says that people entering the debt counselling process typically have debts amounting to R150k – excluding the bond on a property – and when the home loan is taken into account this could quickly reach about one million rand.

She warns that many consumers have not made any allowances for unforeseen expenditure – such as maintenance on a home or for car repairs – and when this occurs they do not have the money to meet these sudden expenses.

Armfield says that this invariably starts a cycle of collapsing loans where individual consumers are no longer able to meet their monthly commitments because the money has to be spent on other essential items.

Mitchell says that many South African consumers have incurred large debts, which they are not able to pay and are forced to seek debt counselling to resolve their financial problems.

He says that the lack of savings means that there is little or no money left in the monthly budget once the debts have been paid and as a result, unforeseen expenditure results in loans not being repaid on time.

