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equity was 10,0 per cent, down from 13,3 per cent in December 2000.  The return on
assets also decreased, from 1,1 per cent in December 2000 to 0,8 per cent in December
2001, and the interest margin amounted to 3,5 per cent in December 2001 (down from
4,4 per cent in December 2000).  The efficiency of the banking sector also started showing
signs of deterioration during the past year and weakened from 62,5 per cent in December
2000 to 64,2 per cent in December 2001.

South African banks maintained adequate levels of liquidity.  In December 2001, banks’ li-
quid assets (calculated on the basis of total liabilities less capital and reserves) amounted to
113,5 per cent of the liquid assets required to be held, compared to a level of 105,9 per
cent in December 2000.

During 2001, the non-performing loans of the total banking sector decreased by
R192,4 million, to a level of R26,2 billion at the end of December 2001.  Provisioning by
banks against these non-performing loans was adequate, even in terms of international
requirements.  Specific provisions covered about 46 per cent of all overdues.  Net overdues
(gross overdues less specific provisions) as a percentage of net qualifying capital and
reserves decreased to 17,3 per cent in December 2001, which was well within the interna-
tional benchmark of 25 per cent.  An analysis of the quality of banks’ assets during 2001
revealed that 78,3 per cent of the banking sector’s assets earned a reasonable margin and
that 5,9 per cent earned a small margin, whereas the remaining 15,8 per cent, including
infrastructure, earned no margin.

CURRENCY DEPRECIATION AND IMPACT ON SOUTH AFRICAN
BANKING SECTOR

South Africa has made great strides in opening its economy to foreign investment.  This,
however, has made the country’s economy more vulnerable to swings in global growth.  It
is clear that South Africa cannot escape the consequences of an international economic
slowdown, exacerbated by the tragic events in the United States of America on
11 September 2001.  Most analysts, rating agencies and commentators agree that the
unprecedented decline in the South African rand during the latter part of 2001 is not justi-
fied by the country’s solid economic fundamentals, including sound fiscal and monetary
policies.  The lack of an economic rationale for the rand’s decline remains a source of vul-
nerability, and the currency’s decline appears to be due primarily to a problem of percep-
tions.

During the past two calendar years, the exchange rate of the South African rand declined
on a bilateral basis against not only a large number of currencies, but also the trade-weight-
ed index (TWI) value of the rand.  The currency performed relatively strongly during the first
half of the 2001 calendar year.  The decline in the external value of the rand, however,
gained momentum in the second half of the year, and more pronounced declines were re-
gistered in the last quarter of 2001, particularly in December 2001.  During the first half of
2001, the rand declined by 6,5 per cent, whereas the second half of the year saw a decline
of almost 50 per cent, 16,8 per cent of which occurred in December 2001.  Against the
TWI, the rand lost 34,5 per cent during 2001.

Over the longer term, the South African rand was expected to decline to lower levels by
virtue of the South African authorities’ decision to liberalise existing exchange controls, as
well as the policy to reduce the net open foreign-currency position (NOFP) of the South
African Reserve Bank (SARB).  The objective of these policy actions was to reduce the neg-
ative perceptions stemming from the above-mentioned factors, in view of their impact on,
amongst others, South Africa’s perceived ability to attract foreign direct investment and the
need to improve the country’s credit rating.
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APPENDIX 11

APPROVAL OF ACQUISITION OF FOREIGN BANKING INTERESTS IN
TERMS OF SECTION 52 OF THE BANKS ACT, 1990, FROM
1 JANUARY 2001 TO 31 DECEMBER 2001
Name of bank/ Date of
controlling company approval Name of interest Country

ABSA Group Limited 2001-12-06 Banco Austral - 80 per cent Mozambique

ABSA Group Limited 2001-12-07 EIC Corporation Limited - 
0,9 per cent Bermuda

Brait South Africa Limited 2001-08-20 Brait Botswana Limited Botswana

Cadiz Holdings Limited 2001-03-08 Cadiz Forsyth Limited - 50 per cent United Kingdom

FirstRand Bank Holdings Limited 2001-04-23 Jersey General Group Holdings  Jersey
Limited - 62,46 per cent

Genbel Securities Limited 2001-01-16 - Gensec Netherlands Holding B.V. Netherlands
- Gensec Financial Services B.V.

Genbel Securities Limited 2001-02-07 - Gensec Psigma Holdings UK United Kingdom
Limited

- Psigma Group Limited and 
subsidiaries

Genbel Securities Limited 2001-11-01 Gensec Dublin Limited Ireland

Genbel Securities Limited 2001-12-07 Real Africa Durolink London Limited United Kingdom

Genbel Securities Limited 2001-12-10 - Ireland Newco Ireland
- Netherlands Newco Netherlands

Investec Group Limited 2001-02-05 Hargreave Hale London Limited - United Kingdom
35 per cent

Investec Group Limited 2001-03-08 Wentworth Associates Pty Limited Australia

Investec Group Limited 2001-03-16 - Investec Property (Eagle Court II) United Kingdom
Limited

- Investec Property (Palace Street) 
Limited

Investec Group Limited 2001-03-22 - Investec plc United Kingdom
- Investec International BV. Netherlands
- Investec International (Gibraltar) Gibraltar
Limited 

- Investec Holding Company Limited United Kingdom
- Investec Mauritius BV Netherlands
- Investec (Overseas Holdings) BV Netherlands
- Invego Belgium SA NV Belgium
- Investec (USA) BV Netherlands

Investec Group Limited 2001-03-22 Blycort Limited - 50 per cent United Kingdom

Investec Group Limited 2001-03-23 - Investec Property Investments United Kingdom
(27 Dover Street) Limited

- Investec Property Investments 
(40a Dover Street) Limited

- Investec Property Investments 
(Thanet House) Limited

Investec Group Limited 2001-03-23 - Investec Property (Eastleigh) United Kingdom
Limited

- Investec Property Investments 
(25 Dover Street) Limited

Investec Group Limited 2001-03-30 - Radcliffe Trustee Company Société Switzerland
Anonyme 

- Radinvest Limited

Investec Group Limited 2001-04-23 Irish Managed Companies Limited Ireland

Investec Group Limited 2001-04-26 - Theodores Holdings Limited Jersey
and subsidiaries

- T G Jersey Limited

Investec Group Limited 2001-05-04 Investec Management Services (Mauritius) Mauritius
Limited 

Investec Group Limited 2001-06-01 All foreign financial services and insurance Various domiciles
businesses (28 companies) of Fedsure 
Holdings Limited
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CHAPTER 1

REGISTRAR’S REVIEW

The year under review was marked by the unprecedented decline in the South African cur-
rency during the latter part of 2001.  Although the impact thereof on the South African
banking sector does not appear to have been significant, it is deemed appropriate to
examine other effects of and possible reasons for the decline in the rand in this review.

A brief overview is also given of South African banking data, discussed in more detail in
Chapter 3 of this Annual Report.  Other issues of interest addressed in this review include,
amongst others, the separation of macro-prudential and micro-prudential oversight into
separate departments of the South African Reserve Bank, the debate surrounding the pos-
sible establishment of a single financial regulator in South Africa, considerations in the res-
olution of weak banks and the findings of external investigations into failed banking and
financial institutions in South Africa.

The need for enhanced corporate governance and for compliance with standards and le-
gislation is a theme that runs through this Annual Report, albeit not always expressed
explicitly.  It is for this reason that some comments on corporate governance, to be heeded
by banking supervisors and bankers alike, are highlighted on the verso of the title page of
this Annual Report.

OVERVIEW OF SOUTH AFRICAN BANKING SYSTEM

During 2001, the South African banking system remained fairly stable, and, in general,
banks appeared to be sound.  South African banks are well managed and, generally, have
in place sophisticated risk-management systems and corporate-governance structures.
The banks are well capitalised, and the average risk-weighted capital-adequacy ratio for
the system as a whole stood at 11,4 per cent at the end of December 2001, compared to
the required minimum ratio of 10 per cent.

Growth in the total balance sheet remained strong throughout the year under review.  By
the end of December 2001, the total funds of banks – comprising capital, reserves,
deposits and loans – had increased by 27,6 per cent (measured over a 12-month period),
to a level of R1 046 billion.  The growth in total assets was due to an increase of 22,4 per
cent in total loans and advances, boosted by the depreciation of the South African rand.
Foreign-currency loans and advances increased by 96,7 per cent to a level of R109,9 bil-
lion.  Of these total assets, 69,5 per cent was concentrated in the four biggest banks.
Foreign banks, the participation of which in the local banking industry has grown during the
past five years, held about 7,7 per cent of the total assets of all banks conducting business
in South Africa.

Total non-bank deposits increased slightly to 9,8 per cent in December 2001, from 7,5 per
cent in December 2000.  The composition of non-bank deposits remained largely
unchanged during the past year.

Despite the disruptions caused by relatively unstable international financial markets, parti-
cularly after the 11 September tragedy, the South African banking system remained prof-
itable.  More recent statistics, however, have shown that the profitability of banks has
increasingly come under pressure.  By the end of December 2001, the average return on
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APPENDIX 11

APPROVAL OF ACQUISITION OF FOREIGN BANKING INTERESTS IN
TERMS OF SECTION 52 OF THE BANKS ACT, 1990, FROM 1 JANUARY
2000 TO 31 DECEMBER 2001 (continued)
Name of bank/ Date of
controlling company approval Name of interest Country

Investec Group Limited 2001-06-11 Pro Vision Financial (Pty) Limited Australia

Investec Group Limited 2001-07-04 IMC Recruitment Limited Ireland

Investec Group Limited 2001-07-18 PMG Group Incorporated and subsidiaries United States of America

Investec Group Limited 2001-07-24 Laroc Aviation Limited Mauritius

Investec Group Limited 2001-09-21 - Investec Property (Furnival Street) United Kingdom
Limited

- Investec Property (Upper Richmond 
Road) Limited 

Investec Group Limited 2001-10-03 Investec Receivables Trading Limited Ireland

Investec Group Limited 2001-11-20 Enterprise Business Centres United Kingdom
(Dover Street) Limited

Nedcor Limited 2001-01-23 Dimension Data Holdings plc - United Kingdom
8,18 per cent

Nedcor Limited 2001-03-01 Acturis Ltd - 40 per cent United Kingdom

Nedcor Limited 2001-05-14 Fleming (Jersey) Limited and subsidiaries, Jersey
including Fleming (Isle of Man) Limited Isle of Man

Nedcor Limited 2001-05-29 Hatch Investments (Mauritius) Limited Mauritius

Nedcor Limited 2001-09-20 Nedcor Bank Limited - Hong Kong Branch Hong Kong

Real Africa Durolink Holdings 2001-01-30 Sagit Stockbrokers (Private) Limited Zimbabwe
Limited 

Saambou Holdings Limited 2001-02-27 Saamsure International Limited Guernsey

Sasfin Holdings Limited 2001-09-28 Saturn Advisors Limited Guernsey

Standard Bank Investment 2001-02-05 Financial Equities Limited - 90 per cent Nigeria
Corporation Limited

Standard Bank Investment 2001-04-17 Stanbic Nominees Botswana (Pty) Limited Botswana
Corporation Limited

Standard Bank Investment 2001-05-04 Standard Distribuidora de Titulos e Brazil
Corporation Limited Valores Mobiliarios Limitada

Standard Bank Investment 2001-05-11 Jardine Fleming Bank Limited Hong Kong
Corporation Limited

Standard Bank Investment 2001-06-05 Standard Merchant Bank (Asia) Limited Singapore
Corporation Limited

Standard Bank Investment 2001-06-06 Standard Bank Mauritius Offshore  Mauritius
Corporation Limited Banking Unit Limited

Standard Bank Investment 2001-07-04 SBL Unit Trust Management (Pty) Lesotho
Corporation Limited Limited - 51 per cent

Standard Bank Investment 2001-07-16 - Protea Chemicals (UK) Limited United Kingdom
Corporation Limited - Acol Chemicals (Pvt) Limited Zimbabwe

Standard Bank Investment 2001-08-20 Melville Douglas International Limited British Virgin Islands
Corporation Limited and subsidiaries

Standard Bank Investment 2001-11-01 Stanbic Nominees Ghana Limited Ghana
Corporation Limited

Standard Bank Investment 2001-11-23 Commercial Bank of Malawi Limited Malawi
Corporation Limited

Standard Bank Investment 2001-12-10 Ulusal Yatirim Menkul Degerler AS Turkey
Corporation Limited


