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Overview

South African Approach of the Retail Programme
» Obijective of Retail Debt Programme

* New Product — RSA Retail Savings Top Up Bonds
 Cost Effectiveness

« Management Costs

» Cost of developing a new Retail Debt Instrument
» Lessons learned

* Benefits

» Challenges Ahead



:
The South African Approach

» Research retail markets domestically and abroad

o Operational cost as a % of total issuances per annum: 1.2% -Target - total

costs should not exceed 2%
o Understand objectives for entering the retail market
o Consult marketing agents to understand LSM

« Start with a simple product

 Look for an existing distribution network
o Post Office (SOE)
o Website

o Helpline

 Automate Processes
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Objective of Retail Programme

« Costs affected by objective

« Social Objectives :

oYounger age group

o South Africans with low disposable income that have found it difficult

to save but have the desire to start saving with a low amount

oCreate a longer-term outlook with informal group savings

« Since then, the objectives are being amended to focus on funding -
Want to issue 5% to 10% of the Budget deficit through retail debt



o el
RSA Retail Savings Top Up Bonds

* Individuals and Informal groups may invest
« 3- years maturity
* Interest capitalized

« Rates will be derived from the 3-year rate interpolated from the fixed-

rate nominal Bond curve
« Minimum of R500.00 ($27)open account

* Top up at any time — R100.00 ($5) minimum
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Cost Effectiveness

* Direct Application through Costs Effective distribution
« Automatic statement sent to investors to acknowledge deposits

« Correspondence available in English only despite 11 Official
languages

 Helpline inhouse

» Marketing efforts are digital with a low budget (Social Media
Management handled inhouse)

» Marketing strategy and branding handled internally; media buying
IS sourced out
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Management Costs

Operational costs include —

Direct Cost:

« Marketing & Promotion

« Systems and website

« Distribution — point of sales

* Printing

Indirect Costs

« Personnel

e Travel



NATIONAL TREASURY 8

Cost of developing a new Retail Debt
Instrument

 Estimated amount of R2 300 000.00 ($125 570.20) excl. indirect
costs

 Estimated cost was R1,600 000.00 ($90 000.00) to include Top Up
product rules on the existing system

Management Costs

W System Development M Bank Charges Marketing Print
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Lesson learned

Operational cost efficiencies —

 Processes should be automated with little human

Intervention
* Bigger team required in the Retail Bond Unit or- possible

outsourcing
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Benefits

* Macro economic benefits
» Higher savings — less dependence on foreign inflows/capital/investments
» Retall products provide investors with more options

« Compete in retail space — leads to more cost efficiencies and better services

In savings environment

» Retall products tailor made for specific needs of different investors — Top Up

Bond

« Entering a new market — providing an investment product for informal groups



Challenges Ahead

 Qutsourcing helpline (Call Centre)
* Review our business process

« Marketing: Reaching the informal groups may require more
specialized marketing

* Website upgrade

 Distribution Channels :

oGetting a retailer on board
oListing some products
oAppointing a CSD for Back Office administration
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