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DEBT COUNSELLING

Interest rate cuts offer some relief but South
NEWS

Africans still struggling, say debt exper s
VOGASHEN PILLAV personal credit these savings are quickly households.

being eroded by everyday expenses. “Then: has been a signicant impact

A FULL percentage point and a quarter “Many families remain deeply for those who already have debt particu-

in interest rate cuts over the past year indebted and are relying on credit just larly in terms of repayment of home loans
have eased nancial pressure on South to cover the basics like groceriest school and vehicles," Sager said.
Africans — but not enough to make a fees, and fuel. “I think it would have saved those

meaningful difference, according to lead- “There may still be space for further consumers hundreds ofrands per month
ing debt experts. gradual rate reductions. but interest rate on their repayment amounts, and we

The South African Reserve Bank relief on its own will not be enough,” would denitely urge consumers to pay

(Sarb) has reduced the repo rate by a Roets said. back more than their minimum amount

ciunulative 125 basis points since August “Until ination stabilises and wages if they can."

2024, bringing it down from 11.75% to start to grow faster than the cost ofliving, Sager said there has also been a noticee
10.5%. While this marks a gradual easing South Africans will continue to feel the able increase in credit activity, with both
of monetary policy after years of high financial pressure every month, living on consumers and lenders showing renewed
borrowing costs, analysis say the reliefhas the edge, despite the recent cuts." condence.

been offset by the soarin cost ofliving. Benay Sager, executive head of Debt- “This has particularly been the case

Neil Roets. the foun er and CEO of Busters, agreed that the rate cuts have during the second quarter of 2025, as
Debt Rescue, said that while the rate cuts been helpful —particularly ior house- indicated in reports from Eightyzo. Tran-

were welcome. many consumers are still holds paying offhomes and cars. as these sunion and the credit bureaus, for examr
under severe financial strain. loans are directly linked to the repo rate. pie. This is positive as it shows there is

“While this 125 basis point reduction “125 basis points is signicant over a appetite both from consumers, in terms
has provided some relier on paper, the period of time, but it probably hasn't had or borrowing. and also from lenders, in

reality is that mosl South Africans are not as much ofan impact as one might think, terms of meeting that borrowing need."
fcelin any meaningful improvement in in the sense that duringthe same eriod. protessor Waldo Krugell, an econ-
their inancial situation. some other relief came through y way omist at North-West University, said

“The cost of living continues to rise. of access to two»pot retirement funds that cumulatively the repo rate cuts have

Food prices, electricity tariffs, transport and lower ination, for example," he said, probably been the biggest driver of the

costs, and municipal charges have all However, he added thul the over growth orconsumer spending seen over
increased sharply, leaving little room for all impact has been “more muted than the past year.
households to breathe," he said. expected", because other forms “The lower rates reduce interest pay

Roets noted that while lower rates of relief 7partlysuc as access to NarPot ments on debt and free up money in
have slightly reduced monthly debt repay- retirement withdrawals and slightly lower household budgets (the two-pot with» DEBT experts said that 125 basis interest rate cuts over the last year by the South African Reserve Bank have brought some reliel to consumers

ments on home loans, vehicle nance, and ination _ have already been helping drawals were the other big driver). but not enough to make s huge impact. SUPPLIED
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