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JULY LOOTING AND RIOTS CONTRIBUTED TO A DECREASE OF R425 BILLION IN HOUSEHOLD REAL NET WEALTH IN THE THIRD QUARTER OF 2021


SUMMARY
[bookmark: _GoBack]The real value of South African households’ net wealth is estimated to have decreased by R425.2 billion in the third quarter of 2021 (Q3 2021). Momentum-Unisa estimates that households’ real net wealth declined from R12 577.8 billion (R12.577 trillion) in Q2 2021 to R12 152.6 billion (R12.152 trillion) in Q3 2021. This decline can in part be attributed to the looting and riots which occurred from 8 July to 18 July 2021 in KwaZulu-Natal and Gauteng.
Analysis by Momentum-Unisa revealed that the bulk of the decrease in household wealth can be attributed to a decline in the real value of households’ assets, especially their investments in pension funds and unit trusts.
The real value of households’ assets is estimated to have been R14 189.8 billion at the end of Q3 2021. This is R442.5 billion (3%) less compared to Q2 2021. However, the real value of household liabilities (mostly outstanding credit) is also estimated to have decreased by R17.2 billion in Q3 2021. The combination of lower asset and outstanding debt values equates to the decrease of R425.2 billion in household wealth.
A breakdown of household assets in its major categories revealed that not all asset components decreased in Q3 2021. Real non-financial assets increased by an estimated R33.3 billion in Q3 2021, mainly because of an increase of R29.3 billion in the real value of residential property.
However, the more volatile (and also largest) component, namely financial assets, decreased by R475.8 billion in Q3 2021 to R9 020.8 billion. Whereas the real value of household deposits increased by R19.4 billion (1.5%) in Q3 2021, the real value of households’ investments in pension funds and other retirement instruments decreased by an estimated R265.6 billion (5.1%) in Q3 2021. In addition, the other investments component declined by R229.6 billion (7.6%). 
While many international and local events contributed to the decline in the real value of households’ financial assets, the looting and riots also contributed to this decrease – as it negatively affected share and bond prices.  As households’ contributions to pension funds and other investments are among others invested in listed shares, the real value thereof decreased by an estimated R268.3 billion in the period ranging from 7 July to 19 July 2121.
The decrease of R17.2 billion in the real value of households’ outstanding liabilities can be attributed to the other debt category, as the real value of household mortgages remained unchanged at R951.9 billion in Q3 2021. Most of the decline in the other debt category accrued from decreases in the real value of households’ outstanding personal loans and overdraft facilities. It has become much harder for households to access credit as credit providers turned cautious when considering credit applications. For instance, only 36.4% of all loan applications were approved in Q2 2021. This percentage was 55.4% a decade ago.

HOUSEHOLD NET WEALTH
The value of South African households’ assets, liabilities and net wealth were adjusted following the five yearly benchmarking methodology applied by the South African Reserve Bank. This should more accurately reflect the actual value of households’ net wealth. In addition, Momentum-Unisa rebased the actual values using the consumer price index (CPI) of Q4 2016 (previously Q4 2010) to arrive at new real values (also refer to the footnote on page 5). These two adjustments contributed to a large increase in the (actual and) real value of households’ net wealth. For instance, real household net wealth for Q4 2020 were previously estimated at R7 797.4 billion. The new estimate is R11 806.4 billion.
Against this background, Momentum-Unisa estimated the real value of households’ net wealth to have been R12 152.6 billion at the end of Q3 2021 (see table 1). This means that the real value of household net wealth decreased by R425.2 billion (3.4%) in Q3 2021 compared to Q2 2021. The real value is the actual current value excluding consumer price inflation (CPI). If the real value increases, it implies households are richer. However, if the real value decreased, it indicates households are poorer. 
Although the real value of household net wealth decreased in Q3 2021, it was R1 048.4 billion (9.4%) higher compared to a year ago (Q3 2020). However, household net wealth was still emerging from the shock of COVID-19 and the “hard lockdown” a year ago.
Table 1: Estimated real value of household net wealth (Q4 2016 prices)
	R' billion
	Household Assets
	Household Liabilities
	Household Net Wealth

	Q1 2020
	      12 023.0 
	     2 066.9 
	         9 956.1 

	Q2 2020
	      13 391.1 
	     2 048.4 
	      11 342.7 

	Q3 2020
	      13 148.5 
	     2 044.3 
	      11 104.2 

	Q4 2020
	      13 873.2 
	     2 066.9 
	      11 806.4 

	Q1 2021
	      14 738.7 
	     2 060.3 
	      12 678.4 

	Q2 2021
	      14 632.3 
	     2 054.5 
	      12 577.8 

	Q3 2021
	      14 189.8 
	     2 037.3 
	      12 152.6 



The decline in the real value of households’ net wealth can be ascribed to an estimated decrease in the real value of household assets, which exceeded the positive effect emanating from a decline in the real value of household liabilities. 
HOUSEHOLD ASSETS
[bookmark: _Hlk86906797]The real value of households’ assets is estimated to have been R14 189.8 billion at the end of Q3 2021. This is R442.5 billion (3%) less compared to Q2 2021. However, it is R1 041.3 billion (7.9%) more than a year ago. 
Analysis of the different components of household assets indicates that while the non-financial asset component experienced further growth in Q3 2021, the more volatile financial asset component decreased significantly in real terms (see table 2). Real non-financial assets increased by an estimated R33.3 billion in Q3 2021 compared to Q2 2021, mainly because of an increase of R29.3 billion in the real value of residential assets.
In contrast, the real value of financial assets decreased by R475.8 billion in Q3 2021 to R9 020.8 billion. Whereas the real value of household deposits increased by R19.4 billion (1.5%) in Q3 2021, declines were recorded in pension and group life insurance, as well as other financial investments compared to Q2 2021. The real value of households’ pensions and group life insurance decreased by an estimated R265.6 billion (5.1%) in Q3 2021, while the other investments component declined by R229.6 billion (7.6%). 
Table 2: Estimated real value of household assets (Q4 2016 prices)
	Household Assets

	R' billion
	Residential buildings
	Durable goods
	Other non-financial assets
	Total: Non-financial assets
	Deposits
	Pension & Group life Insurance
	Other Investments
	Total: Financial assets
	Total assets

	Q1 2020
	2 360.0
	867.9
	1 887.2
	5 115.1
	1 202.0
	3 837.6
	1 868.3
	6 907.9
	12 023.0

	Q2 2020
	2 308.1
	871.8
	1 894.1
	5 074.0
	1 267.1
	4 574.4
	2 475.6
	8 317.1
	13 391.1

	Q3 2020
	2 263.2
	863.1
	1 881.2
	5 007.5
	1 281.5
	4 470.0
	2 389.5
	8 141.0
	13 148.5

	Q4 2020
	2 282.1
	869.8
	1 907.1
	5 059.1
	1 292.5
	4 823.5
	2 698.2
	8 814.2
	13 873.2

	Q1 2021
	2 330.6
	865.7
	1 909.3
	5 105.7
	1 281.4
	5 254.1
	3 097.5
	9 633.0
	14 738.7

	Q2 2021
	2 343.7
	867.9
	1 924.1
	5 135.7
	1 301.7
	5 173.2
	3 021.7
	9 496.6
	14 632.3

	Q3 2021
	2 373.0
	864.9
	1 931.2
	5 169.0
	1 321.0
	4 907.6
	2 792.1
	9 020.8
	14 189.8


*Numbers may not add up due to rounding.

The further increase in the real value of deposits in Q3 2021 can be ascribed to the introduction of level 4 lockdown regulations, which prohibited spending on certain goods, the re-introduction of the Social Relief in Distress grant of R350 per month and the partial implementation of civil servants’ salary increases. 
Several events contributed to the decline in the real value of households’ pension funds and other investments (such as unit trusts) in Q3 2021. Most of these events, which resulted in lower local share prices and rising bond yields, arose from China and the United States (US). It includes rising geopolitical tensions between China and the US; increasing COVID-19 infections (Delta variant) in China and the US; international supply chain disruptions, which contributed to shortages of supply and stubbornly high inflation in many regions, including Europe, the US and China; shortages of labour in consumer-facing industries in especially the US; indications of monetary tightening in the form of bond purchase tapering by the US central bank; and debt defaults by Evergrande, a large property developer in China, which had a negative knock-on effect in international financial markets. 
In addition, South African unique events, such as the looting and riots which occurred from 8 July to 18 July 2021, also contributed to the decline in share prices (the JSE All Share Index declined from 66 806.4 points on 7 July to 64 804.7 points on 19 July). As households’ contributions to pension funds and other investments are, among others, invested in listed shares, the real value thereof decreased by an estimated R268.3 billion in this period. It is estimated the real value of pension funds decreased by R142.7 billion and that of other household investments by R125.6 billion over the “looting period”. 

HOUSEHOLD LIABILITIES
The real value of households’ outstanding liabilities (mostly credit) is estimated at R2 037.3 billion in Q3 2021. It is estimated the real value of household liabilities decreased by R17.2 billion (0.8%) in Q3 2021. It was also R7 billion (0.3%) lower than in Q3 2020 (a year ago).
Analysis of the different components of households’ liabilities indicate that the quarterly decrease can be attributed to the other debt category, as the real value of household mortgages remained unchanged at R951.9 billion in Q3 2021 (see table 3). As mortgages remained at the same level in real terms, it means the actual value increased at the same rate as CPI in Q3 2021.
The other debt category consists of several subcomponents. This includes vehicle loans, personal loans, retailer loans, development loans, micro loans, overdraft facilities, credit card balances and other debts, including outstanding municipal debt. Except for vehicle loans, the other categories had been on a declining trend since Q1 2020. However, the largest declines were recorded in the real values of outstanding overdraft facilities and personal loans. 
[bookmark: _Hlk86828376]Table 3: Estimated real value and change in household liabilities (Q4 2016 prices)
	R' billion
	Mortgages
	Other debt
	Total liabilities

	Q1 2020
	935.8
	1 131.1
	2 066.9

	Q2 2020
	933.9
	1 114.5
	2 048.4

	Q3 2020
	931.8
	1 112.5
	2 044.3

	Q4 2020
	946.5
	1 120.4
	2 066.9

	Q1 2021
	945.8
	1 114.4
	2 060.3

	Q2 2021
	951.9
	1 102.6
	2 054.5

	Q3 2021
	951.9
	1 085.4
	2 037.3


*Numbers may not add up due to rounding.

There are several reasons for the declining trend in the real value of household liabilities, despite interest rates being at very low levels. It has become much harder for households to access credit as credit providers turned extremely cautious when considering credit applications. For instance, statistics released by the National Credit Regulator show that only 36.4% of all loan applications were approved in Q2 2021. This percentage was 40% before COVID-19 and the start of the “hard lockdown” and 55.4% a decade ago. 
Furthermore, new car price inflation continued to increase, making it less affordable – average new vehicle price inflation for the first nine months of 2021 is 5.1% compared to an average of 3% to 4% in 2018 and 2019. Combined with job losses, this contributed to fewer people being able to afford new cars. This is also reflected in new vehicle sales numbers. Naamsa statistics show an average of about 30 000 new vehicles were sold per month in 2019, but this declined to around 25 000 per month over the first ten months of 2021. This number would in all likelihood been lower had it not been for the low level of interest rates.  
OUTLOOK FOR Q4 2021 
Early indications are that the real value of household wealth should benefit from a “soft recovery” in the real value of household assets. However, household credit may also increase due to festive season borrowing. 



CALCULATING HOUSEHOLD NET WEALTH
[bookmark: _Hlk49500429][bookmark: _Hlk20914001]The real value[footnoteRef:1] of households’ net wealth is calculated by subtracting the real value of their outstanding liabilities (debt) from the real value of their assets. It is not to be confused with the difference between their income and expenditure. [1:  The real value of household net wealth, assets and liabilities is the current value excluding the impact of consumer price inflation (CPI) since 2010. In this report the real value is the current value expressed in Q4 2016 prices. As it strips out the impact of price increases it provides a better indication of the true value of net wealth, assets and liabilities. However, the FNB House Price Index is used to deflate the value of Residential buildings (opposed to the CPI) as it will provide a better indication of the real value of these assets.] 

From the earliest of times households gathered assets. For good reason too, as more assets normally translate to a higher wealth, enabling them to, among other things, live better-quality lives. Household assets consist of non-financial (tangible) and financial assets: 
· Financial assets comprise the largest portion of household assets – consisting of the combined values of their cash balances; savings in pension and retirement instruments; and other financial investments in for instance shares, bonds and unit trusts. 
· Non-financial assets constitute residential buildings, durable goods[footnoteRef:2] and other non-financial assets. Durable goods include the value of vehicles and household content, while small-scale holdings, livestock and orchards form part of other non-financial assets.  [2: 2 The estimates of this research differ somewhat from official estimates. An estimated value of household durable goods is included in the value of household assets. It forms part of the non-financial-assets category.
] 

Household liabilities consist of outstanding credit (including housing-, vehicle- and personal loans, as well as credit and store card debt) and other debts (such as outstanding municipal accounts).
ABOUT THE INDEX
As part of Momentum's Science of Success campaign, the Household Wealth Index is produced in partnership with Unisa. It aims to provide South Africans with information to assist with their journey to financial success. 













Table 4: Estimates of household balance sheet components in current prices (actual values)

	R’ billion
	Residential
buildings
	Durable goods
	Other non-financial assets
	Deposits
	Pension funds
	Other invest-ments
	Total assets
	Mortgages
	Other debt
	Total Liabilities
	Net wealth

	2012 Q1
	1 411.7
	642.0
	1 207.6
	638.6
	3 394.9
	1 857.7
	9 152.5
	830.0
	714.5
	1 544.5
	7 607.9

	2012 Q2
	1 440.7
	652.7
	1 230.2
	664.0
	3 442.0
	1 859.8
	9 289.4
	834.8
	745.2
	1 580.0
	7 709.4

	2012 Q3
	1 472.7
	665.1
	1 256.2
	683.6
	3 554.1
	1 962.8
	9 594.5
	839.7
	779.1
	1 618.8
	7 975.6

	2012 Q4
	1 504.4
	677.9
	1 283.0
	692.2
	3 705.0
	2 144.0
	10 006.5
	844.1
	835.4
	1 679.5
	8 327.0

	2013 Q1
	1 542.4
	693.2
	1 315.2
	702.3
	3 745.2
	2 173.7
	10 171.9
	850.7
	866.8
	1 717.5
	8 454.5

	2013 Q2
	1 576.8
	706.5
	1 343.1
	722.2
	3 755.3
	2 139.4
	10 243.3
	856.3
	882.2
	1 738.5
	8 504.8

	2013 Q3
	1 611.6
	720.3
	1 372.2
	736.5
	3 964.3
	2 384.6
	10 789.5
	861.2
	895.1
	1 756.2
	9 033.3

	2013 Q4
	1 650.3
	735.5
	1 404.0
	754.7
	4 081.0
	2 497.0
	11 122.6
	863.5
	918.7
	1 782.2
	9 340.3

	2014 Q1
	1 701.5
	755.7
	1 446.4
	778.2
	4 178.5
	2 571.0
	11 431.3
	869.8
	937.3
	1 807.1
	9 624.2

	2014 Q2
	1 741.1
	771.2
	1 479.0
	797.6
	4 334.4
	2 733.0
	11 856.4
	876.0
	943.1
	1 819.1
	10 037.3

	2014 Q3
	1 765.4
	780.1
	1 497.6
	821.5
	4 309.1
	2 641.9
	11 815.6
	878.3
	949.8
	1 828.1
	9 987.5

	2014 Q4
	1 796.6
	791.6
	1 521.7
	850.6
	4 374.0
	2 659.0
	11 993.5
	882.5
	968.7
	1 851.1
	10 142.4

	2015 Q1
	1 849.5
	807.9
	1 544.6
	866.8
	4 417.2
	2 787.0
	12 273.2
	892.2
	982.5
	1 874.6
	10 398.5

	2015 Q2
	1 895.2
	819.7
	1 583.1
	899.9
	4 478.3
	2 789.6
	12 465.9
	899.6
	985.0
	1 884.6
	10 581.3

	2015 Q3
	1 941.5
	831.1
	1 620.2
	927.5
	4 481.9
	2 733.9
	12 536.0
	910.7
	995.2
	1 905.9
	10 630.1

	2015 Q4
	1 985.5
	843.1
	1 659.2
	966.3
	4 589.0
	2 780.0
	12 823.0
	919.5
	1 012.1
	1 931.6
	10 891.4

	2016 Q1
	2 044.3
	855.5
	1 699.7
	977.9
	4 667.6
	2 850.5
	13 095.5
	930.7
	1 027.5
	1 958.3
	11 137.3

	2016 Q2
	2 081.6
	865.5
	1 732.4
	1 009.5
	4 737.2
	2 866.4
	13 292.7
	935.5
	1 052.4
	1 988.0
	11 304.7

	2016 Q3
	2 110.2
	873.5
	1 758.4
	1 036.9
	4 789.3
	2 870.3
	13 438.6
	943.0
	1 047.7
	1 990.6
	11 447.9

	2016 Q4
	2 134.9
	880.6
	1 781.5
	1 062.7
	4 803.0
	2 831.0
	13 493.7
	947.5
	1 061.2
	2 008.8
	11 484.9

	2017 Q1
	2 188.6
	892.1
	1 819.1
	1 075.8
	4 878.9
	2 894.9
	13 749.5
	958.0
	1 077.5
	2 035.6
	11 713.9

	2017 Q2
	2 224.4
	901.6
	1 850.2
	1 105.1
	4 930.2
	2 893.6
	13 905.2
	963.8
	1 079.0
	2 042.7
	11 862.5

	2017 Q3
	2 250.7
	909.6
	1 876.0
	1 136.8
	5 135.2
	3 074.6
	14 382.9
	970.7
	1 085.9
	2 056.6
	12 326.3

	2017 Q4
	2 283.3
	918.4
	1 904.9
	1 165.5
	5 332.0
	3 252.0
	14 856.1
	980.0
	1 105.3
	2 085.2
	12 770.9

	2018 Q1
	2 379.0
	937.9
	1 968.3
	1 176.4
	5 534.0
	3 245.6
	15 241.2
	986.9
	1 131.2
	2 118.1
	13 123.1

	2018 Q2
	2 393.7
	943.4
	1 986.2
	1 206.4
	5 701.3
	3 376.1
	15 607.1
	996.9
	1 140.2
	2 137.1
	13 470.0

	2018 Q3
	2 415.3
	950.7
	2 010.2
	1 241.7
	5 512.2
	3 189.9
	15 319.9
	1 007.1
	1 157.7
	2 164.8
	13 155.1

	2018 Q4
	2 442.7
	957.0
	2 030.8
	1 253.4
	5 245.0
	2 948.0
	14 876.9
	1 017.7
	1 192.4
	2 210.1
	12 666.8

	2019 Q1
	2 477.9
	964.9
	2 056.4
	1 264.8
	5 563.1
	3 221.8
	15 548.9
	1 026.3
	1 225.4
	2 251.6
	13 297.3

	2019 Q2
	2 497.2
	972.3
	2 080.7
	1 306.7
	5 688.2
	3 308.5
	15 853.7
	1 042.3
	1 241.5
	2 283.8
	13 569.9

	2019 Q3
	2 526.7
	981.2
	2 109.5
	1 341.5
	5 370.4
	3 009.3
	15 338.5
	1 056.0
	1 260.0
	2 316.0
	13 022.5

	2019 Q4
	2 561.0
	989.7
	2 137.3
	1 362.8
	5 554.0
	3 159.0
	15 763.8
	1 069.5
	1 286.7
	2 356.2
	13 407.6

	2020 Q1
	2 619.1
	1 003.3
	2 181.6
	1 389.5
	4 436.3
	2 159.7
	13 789.5
	1 081.8
	1 307.6
	2 389.3
	11 400.2

	2020 Q2
	2 579.9
	1 001.7
	2 176.4
	1 455.9
	5 255.9
	2 844.5
	15 314.3
	1 073.1
	1 280.5
	2 353.6
	12 960.7

	2020 Q3
	2 594.0
	1 008.1
	2 197.2
	1 496.8
	5 221.0
	2 790.9
	15 308.0
	1 088.3
	1 299.4
	2 387.7
	12 920.3

	2020 Q4
	2 648.5
	1 020.3
	2 237.1
	1 516.1
	5 658.0
	3 165.0
	16 244.8
	1 110.2
	1 314.2
	2 424.5
	13 820.4

	2021 Q1
	2 707.3
	1 032.8
	2 277.8
	1 528.7
	6 268.1
	3 695.3
	17 510.1
	1 128.4
	1 329.5
	2 457.9
	15 052.2

	2021 Q2
	2 748.6
	1 044.1
	2 314.7
	1 565.9
	6 223.4
	3 635.1
	17 531.8
	1 145.1
	1 326.4
	2 471.6
	15 060.3

	2021 Q3
	2 807.8
	1 060.3
	2 367.6
	1 619.6
	6 016.8
	3 423.1
	17 295.3
	1 167.0
	1 330.7
	2 497.7
	14 797.6


Sources: South African Reserve Bank Quarterly Bulletin September 2021; Stats SA; FNB House Price Index; Momentum-Unisa Household Finance Database.
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