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Khula Enterprise Finance, the National Treasury, The Banking Council South Africa, the
Microfinance Regulatory Council (MFRC), commercial banks, business associations and
non-governmental organisations.  The Reference Group’s work has been focused on
access to finance.  It remains one of the important economic and social challenges in South
Africa to integrate businesses owned by historically disadvantaged individuals into the for-
mal sector.  Since these businesses come in a variety of forms and sizes, with different
locations and needs, they may need assistance with both business development and
access to finance.

During its meetings, the first of which was held in November 2000, the Reference Group
identified factors inhibiting SMME access to finance and recommended actions to remedy
the current situation.  In late November 2001, the DTI hosted a workshop to discuss the
recommendations of the Reference Group.  The recommendations arising from the work-
shop will be submitted to the Minister of Finance.

The Bank Supervision Department also participated in a number of other forums.  For
example, members of the Department attended the board meetings of the MFRC and par-
ticipated in the MFRC’s lender workshops, held in Johannesburg, Durban and Cape Town,
as well as in a discussion forum with the Micro Lenders Association.  Furthermore, the
Department initiated discussions with various stakeholders on possible changes to the le-
gislation governing the microfinance industry.  This initiative will be strengthened during
2002.

Status of formal and informal banking services in South Africa

Banks and branches of foreign banking institutions, registered as such in terms of the
Banks Act, 1990 (Act No. 94 of 1990), represent the pinnacle of the broad banking indus-
try.  Although banks provide a wide variety of financial services to their customers and
although the industry as a whole is regarded as being highly sophisticated and well regu-
lated, banks serve only a portion of the population in South Africa.

Mutual banks, registered as such in terms of the Mutual Banks Act, 1993 (Act No. 124 of
1993), were intended to provide financial services to a greater portion of the population,
especially after the disappearance of the erstwhile mutual building societies.  The structure
of a mutual bank was designed to be less formal and simpler than that of a bank, the prin-
ciple of mutuality being paramount.  Unfortunately, however, mutual banking has not
proved to be successful in South Africa, and only two registered mutual banks have
remained.

The lower end of the market is served to some extent by institutions that have been
exempted, subject to certain conditions, from the provisions of the Banks Act.  These insti-
tutions, which are largely self-regulated and which were described in several previous
Annual Reports, are stokvels or savings clubs, credit unions and financial service co-oper-
atives.  Although growing in number, these institutions provide limited financial services at a
micro or community level only.

Microlenders, in general, engage in consumption lending and are not authorised to take
deposits from the general public.  Microlenders, however, may be regarded as an important
player within the broader financial-services industry in South Africa.  Microlenders are regu-
lated by the MFRC in terms of an exemption notice issued under the Usury Act, 1968 (Act
No. 73 of 1968).

Factors affecting microfinance development

Formal research has not yet been conducted to determine the reasons for or the factors
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APPENDIX 6

FOREIGN BANKS WITH APPROVED LOCAL
REPRESENTATIVE OFFICES 

Institution Address

1. American Express Bank Limited P O Box 31079, Braamfontein, 2017

2. Banca di Roma P O Box 787018, Sandton, 2146

3. Banco BPI, SA P O Box 303, Bruma, 2026

4. Banco Comercial Português P O Box 273, Bruma, 2026

5. Banco Espirito Santo e Comercial de Lisboa P O Box 749, Bruma, 2026

6. Banco Totta & Açores SA P O Box 309, Bruma, 2026

7. Bank Austria Aktiengesellschaft P O Box 1483, Parklands, 2121

8. Bank Leumi Le-Israel BM P O Box 8214, Johannesburg, 2000

9. Bank of America, National Association P O Box 653144, Benmore, 2010

10. Bank of Cyprus Group P O Box 652176, Benmore, 2010

11. Banque Bruxelles Lambert S.A. P O Box 650660, Benmore, 2010

12. Banque Commerciale du Congo P O Box 652065, Benmore, 2010

13. Banque Privée Edmond de Rothschild
Luxembourg P O Box 1022, Houghton, 2041

14. BNP Paribas Johannesburg P O Box 653002, Benmore, 2010

15. Barclays Private Bank Limited P O Box 1542, Saxonwold, 2132

16. Bayerische Hypo- und Vereinsbank AG P O Box 1483, Parklands, 2121

17. Bayerische Landesbank Girozentrale P O Box 47337, Parklands, 2121

18. Belgolaise Bank P O Box 652065, Benmore, 2010

19. China Everbright Bank, South African 
Representative Office P O Box 78345, Sandton, 2146

20. Commerzbank AG P O Box 860, Parklands, 2121

21. Credit Commercial de France P O Box 3248, Parklands, 2121

22. Crédit Industriel et Commercial 302 Portofino, 30 9th Street, Killarney, 2193

23. Crédit Lyonnais P O Box 1059, Cramerview, 2060

24. Credit Suisse Private Bag X9911, Sandton, 2146

25. Credit Suisse First Boston Private Bag X9911, Sandton, 2146

26. Deutsche Bank AG P O Box 781948, Sandton, 2146

27. Dresdner Bank AG P O Box 413355, Craighall, 2024

28. Dresdner Kleinwort Wasserstein Limited P O Box 413355, Craighall, 2146

29. Export-Import Bank of India P O Box 2018, Saxonwold, 2132

30. First Union National Bank of Carolina P O Box 3091, Saxonwold, 2132

31. Fortis Bank (Nederland) N.V. P O Box 652065, Benmore, 2010

32. Hambros Bank Limited P O Box 652275, Benmore, 2010

33. Hellennic Bank Limited P O Box 783392, Sandton, 2146
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finance industry further, the Bank Supervision Department embarked on several initiatives
during the year under review.

International experience

During September 2001, a member of the Department attended the Frankfurt Seminar in
Frankfurt, Germany, a joint project between the Goethe University of Frankfurt and the
Ohio State University of the United States of America.  It was the fourth seminar that
focused on new development finance.

A number of conclusions drawn from the seminar might be relevant to South Africa and its
microfinance institutions (MFIs).  Four major challenges face MFIs, namely, loan repayment,
cost recovery, accessing commercial funding and attracting private-equity investment.  It
also became clear that similar problems were being experienced worldwide:

� The financing of social development has increasingly been effected through a com-
mercial approach and has become a function of the private sector.

� The promotion of savings has become a focus area in most countries.

� There is a shortage of collateral and security for most MFIs.

� The concentration of the microfinance industry is exacerbated by an oversupply of
participants.

� The legal framework is inadequate or, in some countries, non-existent.

Some speakers at the seminar also emphasised that in order for MFIs to succeed under
increasingly competitive conditions, it is not sufficient for MFIs to know their products and
offer their products efficiently.  MFIs should also know their clients and understand how
their clients use and benefit from the MFIs’ products.  Based on a better understanding of
their clients’ financial practices and needs, MFIs could develop better products and ser-
vices, whilst improving the financial sustainability of the organisation.  In other words, the
creation of value for clients and the financial sustainability of an MFI are compatible object-
ives.

The microfinance industry has successfully demonstrated that some institutions are cap-
able of serving many of the poor with a great measure of success. Several problems have,
however, emerged in recent years.  These problems include inflexible products, faulty pol-
icies, a failure to understand client demands and preferences fully, high levels of client non-
performance, multiple memberships, rising delinquency and default rates, cross-financing
between MFIs and informal sources, and a failure to reach the very poor.

It is also becoming clear, worldwide and in South Africa, that the causes of and solutions
to poverty are more complex than often assumed.  The poor often seem to regard the
function of financial-services industry as being not only to help them with their investment
projects, but also to smooth consumption, bear risk and reduce their vulnerability.  An
understanding of the behaviour and complex financial-management strategies of the poor
is essential to providing them with better financial services.

Local developments

During 2001, members of the Bank Supervision Department participated in the activities of
the Small, Medium and Micro Enterprises (SMME) Finance Reference Group of the
Department of Trade and Industry (DTI).  Other stakeholders that participated included

several initiatives
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APPENDIX 6

FOREIGN BANKS WITH APPROVED LOCAL
REPRESENTATIVE OFFICES (continued)

Institution Address

34. HSBC Equator Bank Plc P O Box 3248, Parklands, 2121

35. ING Banque Bruxelles Lambert (Suisse) SA P O Box 65660, Benmore, 2010

36. Kredietbank SA Luxembourgeoise P O Box 11241, Hatfield, 0028

37. Laiki Banking Group P O Box 1621, Bruma, 2026

38. Natexis Banques Populaires P O Box 1414, Morningside, 2057

39. National Bank of Egypt P O Box 55402, Northlands, 2116

40. National Bank of Malawi P O Box 412723, Craighall, 2024

41. Nordea Bank Danmark A/S P O Box 11241, Hatfield, 0028

42. Nordea Bank Finland Plc P O Box 11241, Hatfield, 0028

43. Nordea Bank Norge ASA P O Box 11241, Hatfield, 0028

44. Nordea Bank Sweden AB (Publ) P O Box 11241, Hatfield, 0028

45. Royal Bank of Canada P O Box 652260, Benmore, 2010

46. Royal Bank of Canada Europe Limited P O Box 784568, Sandton, 2146

47. Société Générale – South Africa P O Box 6872, Johannesburg, 2000

48. Standard Chartered Bank P O Box 2047, Houghton, 2041

49. Sumitomo Mitsui Banking Corporation Private Bag X134, Bryanston, 2021

50. The Bank of Tokyo-Mitsubishi, Ltd P O Box 78519, Sandton, 2146

51. The Representative Office for Southern and Eastern 5th Floor, Norwich Life Towers, 
Africa of the Export-Import Bank of China 13 Fredman Drive, Sandown, 2196

52. UBS AG P O Box 652863, Benmore, 2010

53. Union Bank of Nigeria Plc P O Box 653125, Benmore, 2010

54. Vereins- und Westbank AG P O Box 1483, Parklands, 2121

55. Vnesheconombank P O Box 413742, Craighall, 2024

56. Westdeutsche Landesbank Girozentrale P O Box 786126, Sandton, 2146


