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The weakness in household finances persisted in the first quarter.

Household finances remained under pressure in Q1 2024, resulting in a 0.3% goq contraction in consumer spending. Real
personal disposable income (PDI) was down by 0.1% in Q1 2024, after falling at the same pace (revised from a 0.1%
increase) in Q4 2023. This was the fourth consecutive quarterly decline, as high inflation kept the real change in household
incomes negative.

The trend in household incomes is consistent with the latest data from Statistics South Africa, which showed that formal
non-agricultural jobs were down by 67 000 in Q1 2024, with employment down by 0.6% qgoq and 0.7% yoy. Gross earnings
were down by 3.5% qoq, but up by 4.8% yoy.
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The household debt to PDI ratio increased to 63.3% from 62.2%. The higher debt ratio and elevated interest rates raised
the debt service costs to PDI ratio to 9.2%, its highest level since the second quarter of 2020. It increased from 9%, with
the elevated interest rates continuing to erode disposable incomes. The impact of elevated borrowing costs was apparent
in the demand for credit-driven purchases, with household purchases of durable and semi-durable goods contracting by
1.6% qgoq and 4.1%, respectively. On a year-on-year basis, purchases of durable items were down by 0.9%.

Chart 3: Household debt burdens Chart 4: The breakdown of PDI
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The personal savings rate (personal savings as a percentage of PDI) was -0.9% from -1%, as it remained negative for the
fifth straight quarter. Depressed income growth points to households dissaving for the remainder of 2024.
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Chart 5: The savings rate remained negative.
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Households’ net wealth dipped to 393% of nominal disposable income from 396% as the value of assets fell while liabilities

increased. Total assets dropped as the fall in share market values

more than offset the slight gain in real estate values,

while liabilities were raised by increases in almost all of the categories of household credit.

Chart 6: Household wealth levels dropped marginally.
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Consumer finances will remain vulnerable as inflation eases only slowly and borrowing costs are still high. The further drop
in real disposable incomes points to consumer spending remaining lacklustre in 2024, while job losses will add to the
pressure on household incomes. Consumer confidence has also remained weak.

We expect the pressure on households to start easing in the second half of 2024 as inflation drops and interest rate cuts
later in the year. We expect inflation to moderate gradually to 4.8% in December 2024, while we expect the Reserve Bank
to begin cutting interest rates in September, with two reductions of 25 basis points each, taking the prime rate to 11.25%

by the end of the year.
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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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