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Greetings, on this warm winter morning. I would like to take this opportunity to thank you for taking time out to be part of what we see as a historical occasion and the birth of a new era in the savings discourse, here in South Africa.

Contrary to comments that we have received from people regarding the work of the South African Savings Institute (SASI, I am happy and quite upbeat about making this statement here today and in particular during this point of the business cycle. Many commentators, who are concerned about the turning economic fortunes, have said to me… “Do you not think that it is time to give up the savings campaign and, in fact, consider folding up SASI. Encouraging people to save, seems to be a lost battle. The economic indicators, people’s ability to survive let alone save and the whole sentiment towards savings, are all working against your campaign. Why not give it up?” I should confess, at first reception, this was a chilling question. Chilling not because I agreed with the sentiment, but chilling because I was worried about the acute change in sentiment and that some people are already prepared to give up the fight. The longer the down cycle the deeper would this negative sentiment cut into people’s optimism about the future.

However, on the other hand, one can clearly understand this position - particularly when one considers the low income earners and the many people who are struggling to make ends meet. The rising cost of living is a reality that cannot be ignored. Contrary to widely held views, a ground breaking study by SASI and Finmark Trust, clearly reveals an outstanding savings performance amongst the poor. However, their savings strategy is towards non-traditional instruments, such as housing and education for their children. The turn in our economic fortunes, can easily undo this momentum. The question that we need to answer, as a society, is “What can we do to help preserve the savings culture amongst the poor, in particular?”
Should we be giving up? The answer is a resounding no!

Under such circumstance and growing uncertainty, people need to increase their reliance on self-insurance. This means, the more challenged we are and the more blurred the future is, the more the need to prepare and insure against unforeseen circumstances. One of the key pillars to this insurance is saving for these eventualities. So, the call for increased savings amongst those people who can as well as the prioritisation of needs should gain even more importance now, than in the past. Doing anything different, would be working against the security of our people. As the saying goes, when you are in a hole, you stop digging.

It should be concerning to us, when government starts making pronouncements and implements policies purely on the basis of the failure of private citizens. Seeing that household savings are performing poorly, government has taken the conscious decision of saving on behalf of you and I, instead of spending to get rid of the huge social and economic backlogs facing the South African economy. Not only that, the biggest, glossiest and most competitive adverts encouraging people to save, are from government. This is quite unique. 

However, as SASI, we sadly appreciate why the savings environment is worsening. It is predominantly due to recent global developments that are predominantly beyond South Africa’s control. 
Last year when we launched Savings Month the savings rate stood at 15.1%. Today (Q1 2008) we record a savings rate of 13.7%. Noting that this number is structural in nature, this change is significant. 

It may be instructive to cast our eyes and minds deeper into our past and take stock of how we have performed, as a society. In 1994, the economy recorded a savings rate of 16.9%. In 2001, when SASI was born, the rate was 15.6%. Since then, it has increasingly gotten worse. The picture at the level of the household is even more telling, with rates respectively recording, 2.5%, 0.8% and -0.7%, as a percentage of disposable income.

Would this be a judgment on SASI and its partners or not? Does this give credence to the skeptics or not? The answers to these questions are very difficult. I prefer to leave these to this gathering, to engage. All I know is that we have not faired well as a society, on this front.
Of course, this trend was recorded side by side with a declining share of GDP accruing to individuals, which dropped from 55.9% in 1994, to 52.2% in 2001 and 46.5% in Q1 of 2008. However, it can be argued that this is a declining proportion of a growing cake, given the improved economic performance post 1994. 

What has been observed over the same period are worsening debt ratios which have recorded respective levels of 55.5%, 52.6% and 78.2%. There is no doubt that with monetary tightening, the debt service costs will become unsustainable for most South African consumers. What this means, is that, if no serious readjustment of people’s finances takes place, this will further add to the negative impact on people’s savings performance. 

Savings determinant indicators (%)

	Period
	Gross saving/GDP
	HH savings/Disp. Y
	Share of GDP to employees
	Cons/GDP
	Debt/Disp. Y
	GDP
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16.9
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13.7
	2.7

2.8
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-0.6

-0.7
	57.1
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	61.6
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61.7
	55.0

55.5

52.6
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78.2


	-0.1

3.2

2.7

5.1

2.1
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There is no doubt that that the campaign to promote savings will experience increasing difficulty, as more and more of people’s expenditure baskets, become dominated by consumption. 

Even more concerning, is when one considers people’s long term savings and their preparedness for retirement.

Research done, shows that the majority of South Africans will retire with insufficient resources. Many of us will experience a significant reduction in our welfare, to the extent of living close to the poverty line. This is indicated by the replacement ratios averaging less than 30% in South Africa, as compared to 56% in the OECD and 75% in North African states. This is a direct function of a poor savings performance, unsustainable cost structures, early withdrawals and investment performance – over time. It can be shown that for people to be able to retire comfortably, they may have to save an extra 25% of their income, for this purpose. This is a huge gap… 

Little as they may be, the efforts of SASI are an enormously important part of closing this gap. It is this important role that gives the Board of SASI and its partners the courage to continue with cause. That is why we are here this morning.
The psychology of the savings campaign is made even more difficult by the intangible benefits and the attendant risks of not saving, which only become realised way in the distant future. If one compares this campaign to other campaigns which are more visible and affect individuals bottom lines and livelihoods almost immediately, such as HIV/AIDS and electricity, one can tell the significantly tougher challenge of convincing people to save, for a benefit they will only realize in 10-30 years later. Further still, the resources put behind these other campaigns are multi-folds more, compared to what savings enjoys. This is why SASI is infinitely grateful for the support it gets from its partners.

However, fundamentally different this year, compared to previous years, is the swell of bodies, voices, as well as the recognition of the importance and role of savings, in particular for the preservation of people’s dignities. This is being revealed through the level and extent of partnerships that this year’s Savings Month campaign is enjoying. It is simply unprecedented.

In this regard, it is essential that at this point I recognise our partners in this significant cause:
1. Banking Association of South Africa represented by Cas Coovadia– Teach Children to Save

a. American Banking association

b. Citi Bank

c. Hope Foundation

2. Association of Collective Investments represented by Charmaine Soobramoney - Fundisa

3. KwaZulu Natal Department of Economic Development Navi Naidu – iSkoqokoqo (brown money campaign)

4. National Treasury represented by Phakamani Hadebe – Retail Bond

There is significantly more support in the background, that this year’s campaign is enjoying. We will not be able to go through the entire list of partners and supporters. The ones listed above are only those that are launching specific projects and programmes during this Month.

In last year’s theme we made the rallying call for South Africans to ride the rainbow and reach, the Proverbial Pot of Gold. The previous year, we emphasised the need for people to shift gear from rhetoric to action by putting on their savings shoes… This year - in line with an essential African proverb, which has for many moons defined the relationship between parents and their children – we are inspired by the phrase that goes, “Ligotshwa lisase manzi!” … Directly translated, it means “bend it whilst it is still moist”. 

This forms the core of the partnerships this year, focusing our attention on our children and the rest of the younger generation – preparing them for when they start earning an income and face up to the real world. This will get them to understand the value of saving and hopefully embrace it early enough in their lives. As parents, we are charged with the responsibility of grooming our children into responsible leaders. More importantly, in furnishing them with the requisite skills of over-coming youth unemployment and poverty.
This partnership is extremely important in inculcating the importance of savings amongst the youth of South Africa. They need to understand this importance, not only for the short term but also for the long term. They need to understand their role in delivering on sustainable growth. A failure to achieve this goal will be a serious indictment on our generation and we will not be able to reverse the poor saving performance that we are faced with. With this intention and fundamental belief for long term savings, SASI together with the partners of TCTS, we would like South Africa to embrace the theme “my savings, my future”. Our youth needs to understand that their future is in their hands. They need to understand that their future is more secured if they are able to save more, than live beyond their means and be ravaged by debt. 

Conclusion

Today would not have been possible had it not been for a team of very capable people behind this organisation. I would like to recognise these at this point:

1. Mmakgoshi Phetla

2. Fikile Kuhlase

3. Zoleka Skweyiya

These three people are the ones who conceived the idea and have been the proud midwives.

Behind them has been a team of dedicated people from all partner organisations, who have worked hard to bring the various initiatives in line with the Savings Month theme to reality. I want to thank each one of them and say to them, the work is only beginning. 
We have many years ahead of us, to change the psyche of our youth and to reshape our society, longevity and resources permitting.

Lastly, I would like to single the IDC, which single-handedly, has ensured the sustenance of SASI, over the years. Today they remain the only donor to SASI and a much appreciated host of this event. 
As part of our appeal for support, Mmkagoshi will be canvassing your respective organisations for financial support. You may want to know that SASI does not have a big budget, which will make it quite affordable to you.  So please open the doors for her.

I thank you.
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