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Model Revolving Credit 
System 

Specialized Housing 
Finance Institutions 

Public Financing  Mortgage financing 

Typical examples Rotating savings 
system and credit 
Associations 

Building Societies Organisations and 
Parastatals 

Commercial Banks 

Brief description  Common among the 
low-income group in 
developing 
countries, often 
supported by donor 
agencies. Use 
personal daily 
savings to create a 
‘revolving loan 
fund’. 

Common in the UK 
(and in its former 
colonies). Though 
operate like banks, 
they mostly specialize 
in real estate. Use 
savings deposited by 
the public to provide 
home loans. 

Common in 
centrally planned 
economies where 
public agencies 
direct finances to 
housing 
programmes 
based on public 
funds. 

Common but highly 
constrained in 
developing countries. 
Use customers’ short-
term savings (deposits) 
to lend for housing 
development on long-
term basis (typically 10-
30 year mortgages). 
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Mortgage 
Indemnity Fund  

Servcon National Housing 
Finance 
Corporation  

National Homebuilders 
Registration Council 

National Urban 
Reconstruction and 
Housing Agency  

Set up in 1995  Set up in 1995 Set up in 1996 Set up in 1995 
 

Set up in 1995 

to cover accredited 
lenders if they were 
unable to repossess 
properties through 
normal legal 
channels once 
defaulted  

to stimulate lending 
and to deal with 
historical problems, 
particularly that of 
non-payment. 
 

to encourage 
sustained formal 
financial institutions’ 
involvement by 
forming risk-sharing 
ventures. 

to regulate homebuilders, 
raise construction 
standards and protect 
consumers against poor 
workmanship. 

to release finance 
from existing lending 
institutions by 
providing guarantees 
to developers of up to 
45% of the loanable 
funds. 

was temporal so 
operated only for 3 
years. 

was also responsible 
for managing 14,000 
properties 
repossessed by 
banks, where vacant 
possession was  not 
obtained. 

by 2003, had 
mobilised and 
disbursed more than 
R1.4 billion to the 
low and moderate-
income households. 
 

Since 2002, government 
Reconstruction and 
Development Programme 
houses also have the 
protection of the NHBRC 
warranty. 
 

Main focus is the R0 
to R1 500 income 
group. 
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Bank Deposits (R’000) Market share (%) 
Absa 151 213 21,1 
Standard Bank 133 155 18,6 
Nedcor 129 617 18,1 
FirstRand 106 728 14,9 
BOE Bank 46 709 6,5 
Investec Ltd 42 946 6,0 
Nedcor Investment Bank 18 914 2,5 
Saambou  Bank 15 445 2,2 
Gensec Bank Ltd 5 831 0,8 
Cape of Good Hope Bank 5 574 0,8 
Unibank 4 971 0,7 
Mercantile Lisbon Bank Ltd 2 336 0,3 
African Bank Ltd 1 617 0,2 
Brait Merchant Bank Ltd 1 382 0,2 
CorpCapital Bank 1 284 0,2 
PSG Investment Bank Ltd 1 227 0,2 
African Merchant Bank Ltd 908 0,1 
Marriot Merchant Bank Ltd 504 0,1 
Other 47 397 6,6 

Total 716 858 100,00 
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Loan sizes (R) Average 
repayment 
period  

Minimum income 
levels required  

Method of 
collection 

Purpose of loan  Default rates (%) 

loan amount 
ranged from R1 
000 to R20 
000. 

18 months to 
36 months. 

R228 for people 
earning weekly 
wages; R456 for 
people earning 
fortnightly and 
R901, R1 200 and 
R1 500 for monthly 
earners. 

payroll deductions; 
debit order using 
liquid assets; or 
insurance policies 
as surety. 

mostly used for 
education; housing 
or home 
renovations; 
medical fees and 
for settling other 
debts 

these were 
considered to be 
confidential. 
However, one 
bank indicated a 
default rate of 
about 7.5% per 
month. 
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Risk type One Risk type two Risk type three 
Losses due to default especially 
where people have a culture of 
non-repayment. Here, two factors 
were identified to be crucial 
namely; the ability to repay 
(affordability) and the willingness 
to pay (culture of repaying). 

Risk attached to location was perceived 
to be equally fundamental. Closely 
related to location was municipalities’ 
failure to collect rates and taxes 
resulting in some areas not developing 
further (in terms of infrastructure and 
public amenities). 

Included: political risk (organised 
resistance to payment or normal remedial 
action); development risk whereby houses 
will not be completed on time, on budget 
and to specification and; property risk 
whereby properties are not meeting the 
customer’s expectation (defects). 
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8.85% R101 – R200 
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Bank & Product name Product name  & Main features 
STANDARD BANK: 1 E-
Plan 

• applies an existing product, with addition of accepting deposit from anyone not only 
those in formal employment; 

• 6% interest on savings; 
• two product components, transaction account and pocket account (no transaction 

access unless account is to be closed); 
• maintenance charges include a funeral plan  
• group and individual account numbers with each individual being tracked in a 

group; 
• monthly data under a NURCHA group reference account. 

ABSA: 2 Flexi plan • only a transaction account, no holding (pocket) component; 
• maintenance charges, no funeral plan; 
• normal transaction fees, interest not specified; 
• monthly information only given in response to a request for information against a 

list of account numbers (cumbersome and open to error). 
PEP BANK: 3Affordable 
Savings 

• not available, see note 3 below. 

ITHALA: 4 Target Save • savings amounts as low as R30 per month, no withdrawals, book savings; 
• 8% nominal interest; 
• no maintenance or transaction costs, except for final withdrawal fee; 
• Nurcha clients under a group code and get monthly report progress home loan <R15 

000 at 22%, unsecured loan, not mortgage, with repayments split between loan 
redemption and a saving account (acts as increased collateral and provides end of 
loan save lump sum). 
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