
 

 

 

 

 

 

 

INSOLVENCIES RISE YEAR-ON-YEAR AGAIN IN 

FEBRUARY  

On a year-on-year basis, the number of insolvencies 

rose 4.46% in February.  This is down from the 14% 

rise in January. However, on a monthly basis, the 

numbers can be volatile, and for this reason we prefer 

to do trend analysis using a 3-month moving average 

for smoothing purposes. Total insolvencies for the 3 

months to February rose year-on-year by 4.08%. This 

was up from the slight 0.16% year-on-year rise for the 

3 months to January, and suggests that insolvencies 

levels, which started to rise recently, are still on a path 

of mild deterioration. This comes after a considerable 

period of improvement (decline) through much of 2012 

and 2013. 

 

We do indeed anticipate further near term 

deterioration (rise) in insolvencies levels, caused by 

recently slowing disposable income growth in line with 

a multi-year slowdown in economic growth, combined 

with gradually rising interest rates. 

The insolvencies trends of recent years have tended to 

show a reasonable inverse correlation to the SARB 

Leading Business Cycle Indicator, and the year-on-

year decline in the Leading Indicator late in 2013 and 

early-2014 continues to suggest such further 

deterioration in insolvencies levels. The inverse 

correlation is to be expected, as the Leading Indicator 

is often a good indicator of near term economic and 

thus household disposable income growth 

performance. 

 

In addition, the CPI inflation rate breached the upper 

target limit of 6% in March, pointing to increased 

pressure from higher inflation on real household 

disposable income, as well as suggesting further 

interest rate hiking to come. Our expectation is for 

Prime rate to rise mildly to 9.75 by year-end, and 

further to 11% by the end of 2015. Should this 

transpire, it promises to take the Household Debt-

Service Ratio (the cost of servicing the household 

sector debt burden expressed as a percentage of 

disposable income) mildly higher, which in turn would 

take the level of insolvencies mildly higher. 

The Debt-Service Ratio has moved broadly sideways 

since early-2013 after a prior declining trend from 

2009-2012.  
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HOUSEHOLD SECTOR – FEBRUARY INSOLVENCIES 

Year-on-year increase in number of insolvencies continued in February, albeit at 

a slightly slower pace than January 
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This ratio is usually a good predictor, or explanatory 

variable, of trends in insolvencies. 

This lack of further decline in the debt-service ratio is 

the result of slowing disposable income growth in 

recent times, which has meant that despite a slowing 

household sector credit growth rate, slow further 

progress has been made in reducing the household 

debt-to-disposable income ratio. 

It must be emphasized, however, that the prospects are 

for a far more mild deterioration in household sector 

credit health this time around compared to the 2008/9. 

This is, firstly, because although the Household Debt-

to-Disposable Income Ratio remains high, at 74.3%, it 

has declined significantly off the high of 83% back in 

early-2009 which made the household sector so 

vulnerable at the time. 

Secondly, at this stage, there is little hint of the twin oil 

and food price spikes of 2008 which cause South 

African CPI inflation to surge so dramatically, 

prompting the SARB to raise interest rates to a level 

where Prime rate peaked at 15.5%. 

Crucial, though, is for household credit growth to 

remain pedestrian, thereby allowing it to continue to 

grow slower than disposable income, which would 

prevent any rise in the debt-to-disposable income ratio.
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