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FROM DAVID HURWITZ
AT THE CORE OF OUR
THREE-YEAR STRATEGY IS
THE RECONSTITUTION OF
TRANSACTION CAPITAL’S
PORTFOLIO OF ASSETS INTO
TWO AUTONOMOUS AND
DECENTRALISED DIVISIONS OF
SCALE. THE RESTRUCTURING OF
THE DIVISIONS, TOGETHER WITH
THEIR LEADING AND DEFENSIVE
MARKET POSITIONS, HAS
ENABLED TRANSACTION CAPITAL
TO AGAIN DELIVER STRONG
ORGANIC GROWTH DESPITE THE
CHALLENGING MACRO- AND
SOCIO-ECONOMIC
ENVIRONMENT.
Our operational performance was in line with
expectations for the 2015 financial year, with
the group’s headline earnings per share
growing by 20%. The asset-backed lending
division’s credit, operational and financial
performance is robust, as shown by its 20%
earnings growth, moderate growth in gross
loans and advances, continued improvement in
its credit metrics and stable net interest margin
and cost-to-income ratios. The reconstituted risk
services division delivered good results, with a
healthy increase in headline earnings.
While both the asset-backed lending and risk
services divisions perform better in a positive
economic environment, they are also highly
defensive businesses that have been
intentionally positioned to withstand difficult
economic conditions, as evidenced by this
year’s financial performance.

A notable development in the year was our
adoption of IFRS 9. We were the first listed
financial services company in South Africa to do
this and were able to do so because of our
strong balance sheet. With a more conservative
level of provisioning, our balance sheet is
stronger and our earnings are of a better quality.
It has also enabled us to reclassify the entry-level
vehicle portfolio in asset-backed lending at fair
value, resulting in the division now being an
almost exclusively premium vehicle business.
Our divisions are now in an even stronger
position to pursue opportunities for growth,
as IFRS 9 has provided stability in terms of
a more conservatively provisioned and
capitalised balance sheet.
We have identified a number of opportunities for
deploying capital into the divisions to strengthen
their organic growth prospects, in line with our
strategy of going deeper into existing market
segments and applying the divisions’
competencies in adjacent sectors. In assetbacked lending we are investing in a panel
repair facility and entering the metered taxi
space, and in risk services we are pursuing
opportunities to go deeper in sectors such as
insurance and telecoms. The Q&As with Terry
Kier and Dave McAlpin in this edition provide
more detail on the divisions’ ambitions in the
year ahead.
Our scalable operating platforms, significant
cash on hand and access to diverse funding
sources place us in a strong position to pursue
organic and acquisitive growth, in line with
our strategy. Our greatest strength, however, is
our people. It is your know-how, effort and
commitment that has enabled Transaction
Capital to reach where it is today, and that
will drive our growth into the future. My sincere
thanks to you all.
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TRANSACTION CAPITAL GROUP PERFORMANCE INDICATORS ARE CALCULATED
ON A CONTINUING OPERATIONS BASIS UNLESS STATED OTHERWISE.

FINANCIAL PERFORMANCE

13

14

0

IFRS 9 15
Pro forma 14

TOTAL INCOME (Rm)

13

14

IFRS 9 15
Pro forma 14

0

13

14

0

IFRS 9 15
Pro forma 14

HEADLINE
EARNINGS (Rm)

NON-INTEREST
REVENUE (Rm)

5

13

14

IFRS 9 15
Pro forma 14

GROSS LOANS
AND ADVANCES (Rm)

22.0

15

16.0

16.0

20

10

200
20

0

13

IFRS 9 15
Pro forma 14

IFRS 9 15
Pro forma 14

14

283

393

302

330

4.4
3.5

3.5

3.7
0

RETURN ON EQUITY
(%)

10

7

14

0

IFRS 9 15
Pro forma 14

RETURN ON ASSETS
(%)

6
4

100

13

12

8

200

■■ Headline earnings
—Executive incentives per
remuneration report

2

13

14

IFRS 9 15
Pro forma 14

0

EXECUTIVE INCENTIVES
ALIGNMENT WITH
PERFORMANCE (Rm)

#	Executive incentives
of R14 million include
R8 million paid to
executive directors who
resigned during the
2014 financial year.

0

WEIGHTED AVERAGE
NUMBER OF SHARES
(million)

13

12
5

5
<1
22

2013
R1 969 MILLION
VALUE DISTRIBUTED
(%)

4
14

9

14

<1
24
28
2

5
<1
22

2014
R2 227 MILLION
VALUE DISTRIBUTED
(%)

28
1

2015
R2 477 MILLION
VALUE DISTRIBUTED
(%)

27
1

5

100

13

250

12
21.0

57.3

48.5

40

52.4

69.0

569.3

575.9

575.9

400

0

350
300

1

25

60

300

400

14#

VALUE DISTRIBUTED TO STAKEHOLDERS

80

583.6

500

3

16

14#

50

SHARE PERFORMANCE
600

4

2

1 000

50

450

150

2 000

100

250

500

16.7

10
3 000

150

1 000

10.9

4 000

200
500

15

12.8

5 000

5

6 713

5 923

6 000

6 089

20

6 737

7 000

15.4

250

750

302

283

300

1 500

0

350

330

1 195

1 133

1 133

1 000

1 023

2 000

2 699

2 248

2 546

2 500

393

400

1 250

2 458

3 000

13

14

IFRS 9 15
Pro forma 14

HEADLINE EARNINGS
PER SHARE (cents)

0

13

14

IFRS 9 15
Pro forma 14

DIVIDEND
PER SHARE (cents)

3

27

■■ Employees
■■ Suppliers

■■ Executives
■■ Communities

■■ Funders
■■ Shareholders

4

27

28

■■ Government
■■ Retained

ACHIEVEMENTS FOR THE YEAR
ROBUST FINANCIAL PERFORMANCE
20% ORGANIC GROWTH in
headline earnings per share
CONTINUED IMPROVEMENT
in key operational metrics

2

RECONSTITUTION OF OPERATING
DIVISIONS RESULTING IN:

EARLY ADOPTION OF IFRS 9 LEADING TO:

DEPLOYMENT OF CAPITAL

OCCUPATION OF LEADING MARKET POSITIONS

INCREASED PROVISIONING against asset
portfolios, hence lower balance sheet risk

Excess capital enabled EARLY ADOPTION
OF IFRS 9

EXPERIENCED and SKILLED management teams

A WELL-CAPITALISED BALANCE SHEET

Platforms to develop NEW PRODUCTS and
EXPAND INTO NEW MARKETS

SA Taxi now being a PREMIUM VEHICLE
BUSINESS, expecting improving return
and profitability measures

REINVESTED into organic capital deployment
opportunities within existing divisions
ACQUISITIONS SEARCH CONTINUES within
existing divisions
3
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TRANSACTION CAPITAL GROUP

HEADLINE EARNINGS1

GROUP CEO: DAVID HURWITZ (44)
BAcc (Hons), HDipTax, CA(SA) | Group/subsidiary tenure – 10 years

AND PROFILE

ASSET-BACKED LENDING

CEO: TERRY KIER (49) | BA (Hons), PDM | Group/subsidiary tenure – eight years

HEADLINE EARNINGS:

R208 million
(53% OF GROUP)
TOTAL INCOME:

R1 532 million
(57% OF GROUP)

GROSS LOANS AND ADVANCES:

R6 238 million
EMPLOYEES:

627

THE ASSET-BACKED LENDING
DIVISION UTILISES ITS PROPRIETARY
DATA SETS AND VERTICALLY
INTEGRATED SPECIALIST CAPABILITIES
TO EXTEND DEVELOPMENTAL CREDIT,
INSURANCE, TECHNOLOGY
AND ALLIED SERVICES TO THE
UNDER-SERVED AND EMERGING
SMALL-TO-MEDIUM ENTERPRISE (SME)
MARKET.
It predominantly services SMEs in the fixed route
minibus taxi industry, and is realising its
intention to apply its competencies in adjacent
markets where it is able to create defensible
positions, such as the financing of incomeproducing vehicles including bakkies used by
SMEs and metered point-to-point taxis.

SOCIETAL RELEVANCE

The asset-backed lending division operates on the premise of developmental or
empowerment financing, filling a critical funding gap by supporting entrepreneurs
who would otherwise remain outside the formal economy, thus also contributing
to job creation. Its focus on financing newer vehicles fitted with the latest safety
technology, together with its high-quality refurbishment capabilities, contributes to
safer and more eco-friendly public transport in South Africa.
SA Taxi provides loans through finance leases
together with insurance and other related
products using its credit assessment, collections
and capital management competencies. Its
operational competencies, which further
contribute to its unique market positioning,
include vehicle and spare parts procurement,
direct vehicle sales, vehicle refurbishment,
short-term comprehensive insurance and
telematics. Its proprietary data sets and analytics
competencies enhance its origination, collection
and insurance activities, supporting effective risk
mitigation. SA Taxi is realising its intention to
apply these competencies in adjacent markets
including the financing of income-producing
vehicles in the metered point-to-point taxi industry.
SA Bakkie applies the competencies
developed in SA Taxi to finance bakkies as
income-producing assets for micro to small
businesses.

TRANSACTION CAPITAL’S DIVISIONS OCCUPY
LEADING MARKET POSITIONS, ARE LED BY
EXPERIENCED AND SKILLED MANAGEMENT
TEAMS AND PROVIDE A PLATFORM FOR
DEVELOPING NEW PRODUCTS AND EXPANDING
INTO NEW MARKETS.

RISK SERVICES

million
TOTAL INCOME

2

million

CEO: DAVID MCALPIN (54) | BCom, MBA, ACMA | Group/subsidiary tenure – seven years

HEADLINE EARNINGS:

R134 million
(34% OF GROUP)
TOTAL INCOME:

R1 086 million
(40% OF GROUP)

EBITDA (MBD AND PRINCIPA):

R188 million
EMPLOYEES:

3 265
THE RISK SERVICES DIVISION
PROVIDES CUSTOMER
MANAGEMENT AND CAPITAL
SOLUTIONS, LEVERAGING ITS
LEADING TECHNOLOGY AND DATA
ANALYTICS CAPABILITIES TO ENABLE
ITS CLIENTS TO EFFECTIVELY MANAGE
THEIR CUSTOMERS THROUGH
THEIR LIFECYCLE.
Its large consumer credit data base, analytical
capabilities and technology generate in-depth
insights to enable precise and informed
decisioning, thus improving its clients’ ability
to originate, manage and collect from their
customers. The division works with large
consumer credit providers across multiple
industries, including banking, credit retail,
telecommunications, insurance, specialist
lending, the public sector and SMEs.

SOCIETAL RELEVANCE

The activities of the risk services division’s businesses broadly contribute to the
efficiency and effectiveness of the South African credit system. This includes the
acquisition of distressed book debts which assists clients to strengthen their balance
sheets by accelerating cash flow, thus improving their ability to continue providing
debt finance into the consumer market. Through MBD and Principa, the division
supports the rehabilitation of indebted consumers and the responsible granting and
marketing of credit. Its call centres provide employment and development
opportunities for first-time job seekers.
Rand Trust provides business support and working capital finance to SMEs that
may not otherwise have access to credit, thereby facilitating both SME growth
and job creation.
MBD provides a comprehensive range of customer
management and capital solutions to South Africa’s
largest credit providers. Its core service is the
collection of accounts receivable across the credit
lifecycle, including early stage rehabilitation, late
stage collections and legal recoveries, using both
call centre and legal collections. Capital solutions
are provided in the form of distressed debt
purchasing and structural outsourcing.
Principa provides customer management solutions
leveraging its consulting, data analytics and
technology capabilities. Focusing mainly on the
consumer credit lifecycle, it assists its clients to
originate, retain and grow customers, to lend
responsibly and collect in the most cost-effective
manner and to improve their customer experience.
Rand Trust provides working capital finance and
commercial receivables management solutions to
SMEs. Its core offering, invoice discounting, supports
the ongoing commercial viability of SMEs by
providing cash flow support through the conversion
of a percentage of term invoice amounts into cash.
BDB provides payment processing services through
electronic funds transfer and related products to
corporate clients, including the processing of debit
order and non-authenticated early debit order
transactions, wage and third-party payments as well
as account holder verification services.

1 	Includes the group executive office, which contributed R51 million to headline earnings for the year.
2 Includes the group executive office, which contributed R81 million to total income for the year.
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IN SOUTH AFRICA THERE ARE

WHICH
ACCOUNT OF WHICH:
FOR:

THE

70 000 TO
80 000

69%

OF ALL
HOUSEHOLD
TRIPS*

68%

OF TRIPS
TO THE
WORKPLACE*

70%

OF TRIPS TO
TAXIS INSURED**
EDUCATION
INSTITUTIONS*

TAXIS FINANCED**

80 000 TO
90 000

OUR PORTFOLIO
DIVISION

1
Generating in-depth client
insight via granular telematics,
credit, vehicle and other data
to enable precise and informed
credit origination and collections
decisioning.

4
Assisting our small- and
medium-sized enterprise (SME)
clients to maximise cash flow and
protect their income-producing
vehicles thus improving their
ability to succeed.

R6.2
billion
CURRENTLY FINANCED

…UTILISES ITS

21
300
UNIQUE CLIENTS
owning 25 000 vehicles

1

PROPRIETARY DATA AND
VERTICALLY INTEGRATED
2
SPECIALIST CAPABILITIES
TO EXTEND
3
DEVELOPMENTAL CREDIT,
INSURANCE AND
4
ALLIED SERVICES
TO THE UNDER-SERVED
AND EMERGING
5
SME MARKET.

2
A unique blend of vehicle
procurement, sales, repossession
and refurbishment capabilities,
with comprehensive insurance
competencies as well as debt and
equity capital management skills.

20 600

1in3

CURRENTLY INSURED

OF FINANCED
NATIONAL TAXI FLEET

100%

20%
WOMEN

BLACK-OWNED SMEs

3
Deepening our clients’ access to
our services.

RESULTING IN

1.2 billion

SA TAXI PASSENGER TRIPS
PER YEAR**
5
Business support to SMEs that may
not otherwise have access to credit
from traditional banks, thereby
facilitating SME growth.

6 000

SAFER MINIBUS TAXIS
ON OUR ROADS THIS YEAR

R1.9 billion

EMPOWERMENT FINANCE
INVESTED
into the industry in 2015

1 900

SMEs CREATED

through the refurbishment and financing
of pre-owned vehicles in 2015

*	National household travel survey 2013.
**	SA Taxi’s best estimate through engagement with the industry and extrapolation of internal data.
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ASSET-BACKED LENDING DIVISION

CAPITAL ALLOCATION
AND MANAGEMENT

LOAN ORIGINATION
AND SALES

RISK
MANAGEMENT AND
COLLECTIONS

REFURBISHMENT/
RECYCLING OF ASSETS

ALLOCATE EQUITY, GEARED
WITH DEBT, TO ACHIEVE
RISK-ADJUSTED RETURNS.

ORIGINATE AND SELL
NEW AND PRE-OWNED
(REFURBISHED) ASSETS.

ASSESS, MONITOR
AND MANAGE RISK TO
ACCEPTABLE LEVELS.

EXTEND THE ECONOMIC
LIFE OF ASSETS.

Dedicated capital
markets team.
Proven and diversified
funding structures.

Vehicles sold and
loans originated directly
via SA Taxi’s dealership and
other dealer channels.

Local and international
investors.

Bespoke credit scoring,
repossession and
collections via telematics
to reduce credit default.
Business case assessed
via route profitability
(telematics).

Loss mitigation
via refurbishment
and re-sale facility.
Refurbished premium vehicles
provide an alternative to
inferior entry-level brands.

INSURANCE
AND ALLIED
SERVICES

PEOPLE AND CULTURE underpin execution of capabilities

8

Optimum capital levels
maintained.

Insurance leads sourced
internally and externally.
Telematics opportunities
generated.

Credit and telematics
data to price insurance
risk and reduce
claim costs.

Taximart reduces
claim costs.

LOOKING FORWARD
FIXED ROUTE
LEVERAGE EXISTING CAPABILITIES
in adjacent under-served market segments

FINANCE
SERVICES

VALUE
CHAIN

LEVERAGE UNIQUE CAPITAL, OPERATIONAL, RISK, TECHNOLOGY AND INDUSTRY
RELATIONSHIP MANAGEMENT CAPABILITIES THROUGHOUT THE VALUE CHAIN
TO PROVIDE DIFFERENTIATED SOLUTIONS.

(MINIBUS TAXI)

Established dedicated
panel repair facility.
Continue to strengthen
procurement and refurbishment
capabilities for Nissan and
long-distance taxis.

POINT-TO-POINT
(METERED TAXI)

Apply existing capabilities and
develop associated competencies.

SME

(BAKKIE)
Further develop bakkie offering to
SMEs, building on successful
pilot.

9
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What are your focus areas in terms of enhancing
the competencies of the asset-backed lending division,
and applying those competencies to adjacent
market sectors?
Our biggest investment in recent times to enhance our
competencies has been our panel repair facility which
we’re currently building, and should be operational by
February 2016. At 11 000m2 I’d venture that it’s the
biggest dedicated panel facility on the continent. We’ve
built it around the two vehicle types we offer – Toyota and
Nissan – which allows us to be much more focused than
traditional facilities. Because of this tight focus, which
includes the fact that all the vehicles are the same colour,
we’re able to achieve significant economies of scale.
This ability to manage the cost of repairs is central to the
rationale for building this facility. The savings we’ll achieve
will be priced into our insurance premiums, which benefits
our customers. If our customers’ vehicles are off the road,
they’re not generating an income, and as the financier it’s
in our best interest to get them back on the road as quickly
as possible. Doing repairs through our own panel facility
allows us to manage the speed and cost of repairs much
more effectively. The panel facility will also complement
our Taximart facility, which refurbishes vehicles for re-sale.
In terms of the insurance business, that’s performing really
well and we’re very happy with how it’s progressing.
We obviously had to price our premium aggressively due
to the competitiveness of the market, but that’s also given
us our competitive edge – the ability to really manage
the cost of claims effectively through Taximart and our
investment in the panel facility. The team has done really
well in delivering a unique product to our customers, again
with the central focus being to get our customers back to
business as quickly as possible.
An adjacent market we are entering is the metered taxi
space. Uber has been a real disruptor in that industry, and it
showed us the significant potential of that market. The current
national fleet of metered taxis is characterised by much older
vehicles and inconsistent pricing of trips. What we’ll do is
apply our model in terms of our core competencies –
focusing on a single vehicle type that we can finance,
repair, insure, provide telematics data – and also develop
the applications to drive business to that service.
As with the fixed route taxi business, we are facilitating job
creation by helping establish sustainable small businesses
– that’s really our mission in life. We’ve found that we can
effectively apply our existing analytics capabilities to the
metered taxi market, and our mechanics are already
familiar with the vehicle type, which will be the Toyota
Corolla sedan.
SA Bakkie has been running for two years now and is
performing steadily. We’ve learnt that scaling the bakkie
business is more difficult, as each small business needs to
be evaluated individually in terms of its business model and
potential to be sustainable. Over time it should become
easier to automate these processes, as we build up data
for each business type.

10

TERRY KIER
CEO, ASSET-BACKED LENDING

What are some of the technology investments you’re
looking to make to enhance your value propositions?
Our existing capabilities – in terms of telematics and data
analytics – are performing well, so our focus in the year
ahead will be on developing applications for our operators
as well as consumers. In both the fixed route and metered
taxi markets, we’ll be introducing commuter applications
that will be valuable to people using these services. For our
operators, we’ve introduced a self-help application that
provides information based on our extensive data
capabilities. It really is about having enough data over a
period of time to be able to provide meaningful services.
How are you investing in your people
to support your objectives?
We’re very fortunate to have a very stable core team –
both at executive and senior management level. We’ve
grown and matured as a team, which has allowed us to
build a high level of trust between individuals. This has
enabled us to build a platform where innovation and new
ideas are encouraged, and we’ve become a really
forward-looking business.
We’ve made significant investments in training our staff in
the Taximart facility. Our thinking here is that, as we focus
on a single vehicle type, we want to be the best at
servicing and repairing that vehicle type. The same applies
to our panel repair facility, and we’ve done a lot of work in
developing people for when it launches. We have also
made the necessary training interventions in terms of our
ability to service Nissan vehicles.
Something I’m very proud of is our annual Make a
Difference campaign – what we’ve done is attach a
community service component to our people’s bonus
conditions. Our people came up with some fantastic
projects, one being doing some repainting and repair work
to the Noord Street taxi rank in Johannesburg. The ethos
we’re driving is that, as a business, we can’t exist alone –
we operate in an industry which is attached to a
community. For us as executives it’s so much easier to
motivate people when the whole business is socially
relevant.

11
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IN SOUTH AFRICA THERE ARE

35 million adults
[Aged 15 – 65]

WHICH
ACCOUNT FOR

23 million

ACTIVE CREDIT CONSUMERS

THE

11 million
NON-PERFORMING
CREDIT CONSUMERS

DIVISION

OUR PORTFOLIO
1

2
Generating in-depth insight to
enable precise and informed
internal and external decisioning.

3
Improving our clients’ ability to
originate, manage and collect
from their customers.

6
Assisting our clients to maximise
their customer lifetime value.

1

…IS A TECHNOLOGY-LED,
2
DATA ANALYTICS DRIVEN
PROVIDER OF CUSTOMER
3
MANAGEMENT AND
4
CAPITAL SOLUTIONS,
5
ENABLING OUR CLIENTS
TO EFFECTIVELY MANAGE
THEIR CUSTOMERS
THROUGH THEIR
6
LIFECYCLE.

An efficient platform driving
superior performance and
facilitating scale via cutting edge
IT systems and processes.

5.7
million
UNIQUE MBD
CUSTOMERS

4
Assisting clients to optimise their
balance sheet by accelerating
cash flow through structured
capital solutions.

1in 4

CREDIT-ACTIVE PEOPLE

1in 6

SOUTH AFRICAN ADULTS

1in 2

NON-PERFORMING
CREDIT CONSUMERS

5
Working with large consumer
credit providers across multiple
industries as well as SMEs.

RESULTING IN

2
800
CALL CENTRE AGENTS

4
million
VOICE INTERACTIONS
EACH MONTH

700
000
PAYMENTS RECEIVED
EACH MONTH

Source: Statistics South Africa, National Credit Regulator (NCR), internal data.
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RISK SERVICES DIVISION

WE BENCHMARK
OURSELVES AGAINST
THE FOLLOWING GLOBAL
LISTED PEERS

EUROP E
PURCHASED BOOK DEBT
CREDIT MANAGEMENT SERVICES

UNITED STATES
INVESTMENT IN
RECEIVABLE PORTFOLIOS
ACCOUNTS RECEIVABLE
MANAGEMENT

LEGEND USING SOUTH AFRICA
AS THE BASE REGION:
 COMPARABLE TO CAPITAL SOLUTIONS
 C
 OMPARABLE TO CUSTOMER
MANAGEMENT SOLUTIONS

BRAZ IL
DISTRESSED ASSETS
CREDIT RECOVERY SERVICES

AUSTRA L IA
PURCHASED DEBT LEDGERS
COLLECTION SERVICES

SOUTH AFRICA
CAPITAL SOLUTIONS

63

67

78

105

89

Capital Solutions R14 billion

31

08

09

10

11

43

36

33

61

69

76
34

Non-performing loan value

A GROWING
NON-PERFORMING
LOANS MARKET
IN SOUTH AFRICA

103

CUSTOMER MANAGEMENT
SOLUTIONS

12

13

14

NON-PERFORMING LOAN MARKET
SIZE AND GROWTH (Rbn)2
■ MBD target market
2008 – 14 CAGR: 12%
■ Mortgages and vehicle finance 2008 – 14 CAGR: -3%

Other
fragmented
participants in
addressable
market

FACE VALUE
OF DEBT SERVICED
R69 BILLION1

Customer
Management
Solutions
R18 billion

› 154
›

BOOKS PURCHASED SINCE 1999

WE RANK 1ST

BY OUR CLIENTS IN 73% OF 180 MANDATES
ON PANELS WHERE WE ARE REPRESENTED

1ST
2ND

73%
21%

1	R69 billion comprises credit monitored by the NCR. Transaction Capital risk services industry solutions also include SMEs, education, insurance,
public sector, telecommunications, state-owned entities (SOEs) and utilities.
2 Source: NCR.
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RISK SERVICES DIVISION

COLLECT

IDENTIFYING AND
WINNING NEW CUSTOMERS
USING DATA ANALYTICS.

ENABLING PAYMENT
PROCESSES AND CUSTOMER
MANAGEMENT.

SOLVING OUR CLIENTS’ IMPAIRED DEBT
PROBLEM THROUGH COLLECTIONS
AND CAPITAL SOLUTIONS.

Lead generation and
customer acquisition

Payment and account
management

Collection services

Leads generation.
Predictive and prescriptive modelling.
Segmentation modelling.
Systems (Smart and FICO).
Analytics.

Payment processing.

Customer retention, profitability,
predictive and prescriptive modelling.
Systems (Smart and FICO).
Analytics.

13%
Specialised
lending 19%
10%
Banking

Credit retail

10%

Telcos

14%

8%
51%

Credit retail

Banking 15%

46%

Public sector, SOEs

Credit retail

Banking 18%
17%

9%

Public sector, SOEs

BUSINESS PROCESS OUTSOURCING SOLUTIONS
Working capital financing
Invoice discounting.
Trade financing.
Property financing.

Debt purchasing
Spot book acquisition.
Structural outsourcing.
Forward flow agreements.
<1% SMEs/education/
insurance
Specialised lending
Telcos

9%

Provide services earlier in
collection lifecycle.

BANKING
Target each bank with tailored
solutions.

SPECIALIST LENDING
Apply services to a greater
component of the collection
processes.

PUBLIC SECTOR, SOEs
Expand services to provincial and
national government institutions
and SOEs.

TELCOS
Develop competencies to expand
into this market segment.

INSURANCE
Develop competencies to expand
into this market segment.

SMEs
Augment offering to include
credit risk and credit insurance
solutions.
Expand client base nationally.

9%
45%

Credit retail

Banking 19%
100%
SMEs

16

Insurance
1%
Specialised lending

6%

Telecommunications
(Telcos) 5%

Systems (Smart and FICO).
Analytics.

Business-to-business collections.

Insurance
Specialised
lending

CREDIT RETAIL

Early stage rehabilitation.
Late stage collections.
Legal recoveries.

Receivables management.
Insurance

LOOKING FORWARD

Offer specialised solutions in book buying and outsourcing

MANAGE

LEVERAGE EXISTING CAPABILITIES
across consumer and SME market segments

CUSTOMER MANAGEMENT
SOLUTIONS

ORIGINATE

58%

CAPITAL SOLUTIONS

CLIENT ENGAGEMENT MODEL

VALUE
CHAIN

PROVIDES CUSTOMER MANAGEMENT AND CAPITAL SOLUTIONS, LEVERAGING
ITS LEADING TECHNOLOGY AND DATA ANALYTICS CAPABILITIES TO ENABLE ITS
CLIENTS TO EFFECTIVELY MANAGE THEIR CUSTOMERS THROUGH THEIR LIFECYCLE.

18%
Public sector, SOEs
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What is your approach for sustaining
the risk services division’s growth?
The risk services division operates across three aspects
of the value chain – originate, manage and collect.
What we believe will sustain our growth is our ability
to apply our capabilities across each of those three
segments in different client sectors, leveraging our
businesses according to the value chain segment
they’re strongest in.
In insurance, we started by helping insurers originate but
we’re looking to expand into collections – in South Africa,
due to the low insured population, insurers tend to recover
from individuals as opposed to other insurers. We believe
we can apply our analytics to score that person’s
probability of repayment, and help the insurers structure
this repayment in a way that the individual can afford.
In the telecoms sector, we’re already collecting on their
behalf and we could be doing more of this, as well
as move into origination. The point here is that we
already have the relationships in the different sectors,
and it’s about doing more for those clients.
To strengthen our capabilities in adjacent sectors we’ve
made a number of senior appointments during the year.
We’ve brought in experts with deep specialist knowledge
of specific sectors, for example insurance and the banking
industry. We have also appointed someone to head up
business development across the businesses, who will
co-ordinate our division-wide go-to-market strategies.
Another change we’ve made is to reapportion people’s
portfolios to allow them to have a much deeper and
narrowed focus on their clients.
We’ve also made structural changes to bring our
campaign management and call centres closer together.
It’s allowed us to improve decision making, so if we find
a campaign isn’t working as it should, we can quickly
make changes to improve the campaign’s performance.
In the past, the process of making those changes was
much more bureaucratic.
The risk services division is largely
technology-led. What are you doing
to strengthen the competitive edge
technology provides?
We’re looking at making major technology investments
into MBD in the year ahead. Likely the biggest of these
will be in our dialer – the technology that sits between our
analytics and our call centres. We’ll also be investing in
a workforce management system to better allocate our
call centre agents to work at the most effective times.
Together these systems will provide distinct efficiency
and productivity benefits, and also link to our performance
management system in the call centre environment.

like this is contactability – people might have four different
mobile numbers that they use at different times depending
on what benefits or services they get from the different
network providers. The data base will allow us to
better determine when to call someone on what number.
It’s very complex and requires data from many different
sources, but it’s something that will give us material
competitive advantage.
What are some of your initiatives to
ensure you have the right people to take
the division forward?
When we think about managing people, we ask
ourselves what will make the biggest difference to the
division. Our answer is a high-performance culture, and
there are a few things we’re doing towards that. Our first
focus is on leadership – we’ve been building a cohesive
leadership team to develop and implement our strategy,
which includes the senior appointments mentioned above.
We’ve also gone through quite a strenuous process
of identifying and developing high-potential leaders
and putting mechanisms in place to accelerate their
progression through the business.
We also drive high performance through our reward and
recognition programmes. We have various initiatives in
our call centres that incentivise exceptional performance
and outcomes. Engagement is another focus area.
At executive level we are now able to communicate
decisions to senior management near instantly, and we’ve
implemented monthly meetings with staff where we can
communicate what’s happening in the business and
answer their questions directly.
Something I’m very proud of in terms of people is our role
in creating employment opportunities and empowering
talent. We’re able to offer matriculants without experience
their first job, and provide the necessary training to
become call centre agents. In the period under review
we employed 1 328 new people, and across MBD there
were over 9 000 training interventions – on average
three per employee. Our smaller businesses also have
initiatives in place, for example Principa’s graduate
internship programme.

DAVID McALPIN
CEO, RISK SERVICES

Another focus area is on better leveraging our data,
and to do this we’ll be creating an internal data base that
will give us a unique view of the South African consumer.
For example, one of the challenging areas in a business
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TRANSACTION CAPITAL’S STRATEGY IS TO ENHANCE THE LEADING MARKET
POSITIONS AND SCALE OF ITS ASSET-BACKED LENDING AND RISK SERVICES DIVISIONS
BY INVESTING IN ORGANIC AND ACQUISITIVE GROWTH OPPORTUNITIES.
The reconstitution of its portfolio of assets under two distinct divisional pillars and the devolvement of authority and
responsibility to competent divisional management teams is largely complete, enabling the group to focus on deploying
its capital and resources to drive the growth and enhance the competitive positions of its divisions.

STRATEGIC OBJECTIVE
NO.

LEVERAGE
SPECIALISED
COMPETENCIES
AND INDUSTRY
SOLUTIONS
TO DEEPEN
PENETRATION
WITHIN EXISTING,
ADJACENT AND NEW
MARKET SEGMENTS,
THEREBY DRIVING
ORGANIC GROWTH

TRANSACTION CAPITAL’S
BUSINESSES LEVERAGE THEIR
SPECIALISED COMPETENCIES
TO ACHIEVE DEEP VERTICAL
INTEGRATION WITHIN MULTIPLE
VALUE CHAINS. THIS DRIVES
ORGANIC GROWTH BY
ENABLING EACH BUSINESS TO:
Grow its client base.
Develop new products and services.
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The asset-backed lending and risk services divisions identify, develop and
then offer highly customised financial products and services in their chosen
market segments. The higher risk nature of these market segments requires a
greater level of specialisation, which the group’s businesses have developed
and refined over a number of years.
The scale and leading market positions achieved over this time enable
Transaction Capital’s businesses to strengthen their competitive positions
through greater penetration of their products and services, and over time
allow for reduced pricing and greater product differentiation as the benefits
of scale are passed on to clients.

ASSET-BACKED LENDING
Leverages its unique market positioning, strong balance sheet, proprietary
data sets and vertically integrated distinctive competencies to:
 Maintain its dominant position as a provider of finance, insurance,
technology and allied services to SMEs in the fixed route minibus
taxi industry.
 Deepen its vertical integration within this market through a dedicated
SA Taxi panel repair facility and vehicle dealership, to augment
Taximart’s refurbishment and direct sales capability.
 Successfully apply its competencies in adjacent markets where it is
able to create defensible positions, such as the financing of incomeproducing vehicles including bakkies used by SMEs, metered and
Uber point-to-point taxis and long-distance fixed route minibus taxis.

RISK SERVICES
Leverages its dominant market positioning, long-established relationships,
superior data analytics capabilities, advanced technologies, efficient
operating platform and highly experienced team to:
 Develop further industry specialisation and bespoke solutions that take
it deeper into existing verticals, with specific focus on the credit retail,
banking and specialist lending market segments.

Enhance their customer value
proposition by offering existing clients
additional products and services.

 Apply its scalable platform and expertise to expand into adjacent
verticals, with both the insurance and telecommunications market
segments identified as growth segments, while maintaining focus on
the public and municipal sectors.

Move into adjacent and new market
sub-segments.

 Maximise the capabilities of its constituent businesses through a
co-ordinated go-to-market approach.

STRATEGIC OBJECTIVE
NO.

PIONEER
INNOVATIVE
AND BESPOKE
CAPITAL
SOLUTIONS TO
DELIVER SUPERIOR
RISK-ADJUSTED
RETURNS

TRANSACTION CAPITAL’S ABILITY
TO GROW AND TO ENHANCE
THE COMPETITIVE POSITIONS OF
ITS BUSINESSES DEPENDS IN PART
ON ITS ABILITY TO ACCESS
CAPITAL AND DEPLOY CAPITAL
SOLUTIONS.
Transaction Capital is sufficiently
capitalised to optimise equity and debt
structures, fund organic growth in the short
to medium term, and to take advantage of
opportunities to deploy capital within its
existing businesses in the medium term
to yield acceptable risk-adjusted returns
for shareholders.

In addition, Transaction Capital is appropriately geared, with debt capital
accessed through diversified funding structures attractive to a broad range of
local and international investors who have an in-depth understanding of the
underlying businesses and their asset classes.

ASSET-BACKED LENDING
 Will continue to source debt from ring-fenced, limited recourse
asset-backed funding structures, that facilitate investor diversification
and avoid cross-subsidies or risks across businesses, while SA Taxi
retains residual exposure through equity or subordinated financing
and servicing obligations.
 Under the strategic guidance of the group chief financial officer,
has assumed operational responsibility for its own dedicated capital
markets team to structure and raise debt and equity capital for
the businesses.
 Has been successful in sourcing appropriate debt capital in part from
the attractiveness of its high-yielding operational assets; its ability to
assess, manage and mitigate risk; its transparent ring-fenced funding
structures; and its direct and long-standing relationships with capital
investors.

RISK SERVICES
 Has the equity capital and access to external debt to increase the
number and size of portfolios it acquires, in line with its growth
intentions.
 Possesses the expertise to design and deliver innovative, client-specific
capital solutions, including forward flow book acquisitions, BPO and
structural outsourcing transactions, in addition to spot book acquisitions.
 Enjoys long-standing relationships with clients, who view the division
as a trusted partner.
 Leverages its expertise and intellectual property to optimise its
multi-dimensional valuation methodology for pricing decisions,
thus mitigating risk and maximising investment returns.

 Provide solutions earlier in the collections cycle and ultimately offer
full business process outsourcing (BPO) solutions.
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STRATEGIC OBJECTIVES continued

STRATEGIC OBJECTIVE
NO.

TARGET
STRATEGIC
ACQUISITIONS
TO LEVERAGE
AND ENHANCE
OUR CAPABILITIES
AND EXPAND
INTERNATIONALLY

TRANSACTION CAPITAL HAS A
PROVEN RECORD OF CREATING
VALUE BY IDENTIFYING, PRICING,
ACQUIRING AND INTEGRATING
NEW BUSINESSES, AND THEN
DEVELOPING THEM TO ACHIEVE
SCALE AND LEADING POSITIONS
IN THEIR MARKET SEGMENTS.

Transaction Capital applies stringent criteria when evaluating potential
investments to ensure acquisitions will enhance its specialist capabilities and
with a view to expanding internationally. Furthermore, the group favours a
narrow focus on assets whose competitiveness and value can be enhanced
by active management within its existing divisions.
MARKET POSITION

CAPABILITIES

 A niche market participant
with proven skills in new
industry verticals.
 Strong relationships with
their clients.
 Opportunities to
consolidate market
position.
 For the risk services
division, strategically
aligned companies in
developed economies
generating hard currency
returns, which will grow its
portfolio and diversify risk.

 Deep industry knowledge.
 Intellectual property and
expertise that can bolster
or grow the group,
augment the group’s
competencies and
facilitate access to
new verticals.
 Potential to benefit from
the group’s intellectual
property and expertise.

LEVERAGE
TECHNOLOGY,
DATA AND
ANALYTICS
WITHIN THE
GROUP’S SIZABLE,
SCALABLE
PLATFORM TO
DRIVE PROFITABLE
GROWTH

ASSET-BACKED LENDING
Continued investment in information technology, data management
and analytics (specifically telematics and tracking data) has resulted in
a superior ability to assess and manage credit, insurance and operational
risk, as evidenced by continually improving credit metrics.

RISK SERVICES
Implement technology solutions to drive next generation collection
processes, frictionless payment, digital customer engagement, enhanced
customer contactability and data-driven analytics.

 Potential for seamless
integration.

STRATEGIC OBJECTIVE
NO.

 Scalable business model
with a proven track record.

 Driven by systems, data
and analytics.

 Focused business with
potential for high return
on equity.

 Alignment between the
group’s and the target’s
values.

 Growth opportunities.

 Client and solution
orientated.
 Entrepreneurial management
that are co-invested.

BUSINESS MODEL

Both the asset-backed lending and risk services divisions will apply their
scalable platforms across all verticals and implement the latest technology
throughout their businesses to optimise systems, unlock analytical insights
and drive profitability.

 Strong management team.

INVESTMENT
CRITERIA

VALUES AND CULTURE

Considering the challenging macro-economic environment in South Africa,
coupled with asset values which remain at elevated levels, and in light
of the attractive risk-adjusted returns being achieved organically from
the group’s established businesses which have highly defensible market
positions, management’s approach in its acquisitive search is to be
particularly circumspect and conservative.
In the interim, Transaction Capital continues to focus on further enhancing
its future organic growth prospects through acquisitions and organic
capital deployment opportunities, and through investing in human
capital and intellectual property.
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STRATEGIC OBJECTIVE
NO.

DEVELOP,
ENGAGE AND
REWARD OUR
PEOPLE TO
ENGENDER A
HIGH-PERFORMANCE
CULTURE

ALL THE FACTORS WHICH
UNDERPIN ENHANCED
PERFORMANCE REQUIRE THE
HIGHEST CALIBRE OF LEADERSHIP
AND SPECIALIST TECHNICAL
EXPERTISE. THESE FACTORS
INCLUDE THE EFFECTIVE
MANAGEMENT OF CREDIT
AND OPERATIONAL RISK; DATA
MANAGEMENT, TECHNOLOGY
AND ANALYTICS CAPABILITIES;
EFFICIENT EQUITY CAPITAL
ALLOCATION AND THE RAISING
OF COMPETITIVE DEBT FUNDING;
AND STRATEGY DEVELOPMENT
AND OVERSIGHT.

Transaction Capital motivates, engages with and develops its people to
foster innovation, cultivate leadership and sustainably maintain a highperformance culture, and prioritises the appointment, development and over
time devolvement of authority and responsibility to competent management.
Over the years, Transaction Capital has established cohesive leadership
teams within its operating divisions that have assumed ownership and
delivered on their strategies.
Transaction Capital’s executives are appropriately qualified and have deep
experience within their areas of specialisation. This intellectual capital
is typically applied over a much smaller asset base than in larger
organisations, with the concomitant expectation of higher performance.
Remuneration structures and development programmes for the group’s most
senior management are designed to facilitate their attraction, retention,
recognition and development. The aim is to preserve sufficient flexibility
to support management’s entrepreneurial spirit and innovation, while
maintaining management accountability and robust risk processes.
The simplified group executive office structure and decentralisation of
functions has resulted in the necessary expertise, capabilities and skills
of key operational functions being devolved to the divisions. Executives are
thus accountable for the performance of their respective business. Strong
institutionalised governance, regulatory and risk management practices are
maintained at both the group executive office and divisional level. The group
executive office continues to possess experienced and specialised leadership
with proven entrepreneurial, merger and acquisition, technical, financial and
risk management skills, which it applies to augment the skills and capabilities
of the divisions.
As a significant employer, Transaction Capital acknowledges its role
in creating employment opportunities and empowering talent.
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Managing
credit and
investment
risk

THE NATURE OF TRANSACTION CAPITAL’S CHOSEN MARKET SEGMENTS HEIGHTENS
ITS EXPOSURE TO CREDIT RISK.
Higher pressure on consumers has necessitated a tightening of credit criteria, however the defensive nature
of Transaction Capital’s businesses enables them to prosper under challenging economic conditions.
Managing credit risk is one of the group’s core capabilities, with the divisions’ technology, data sets,
analytical competencies and proven credit management capabilities being central to the group’s unique
capability to operate in higher-risk market segments.
Credit metrics continued to improve across the divisions. Growth in loans and advances has been
maintained within acceptable risk levels.
Asset-backed lending:
 Non-performing loan ratio continued to improve,
supported by the further managing down of the
entry-level vehicle portfolio and improvements in
collections.

Driving growth
and performance
to maintain
stakeholder value
creation

THROUGH ITS BUSINESS MODEL, TRANSACTION CAPITAL ENHANCES THE
LEADING MARKET POSITIONS AND SCALE OF ITS BUSINESSES BY AUGMENTING
AND REFINING THEIR DISTINCTIVE COMPETENCIES TO:

Ensuring
high-calibre
talent to drive
a highperformance
culture

TRANSACTION CAPITAL’S ABILITY TO DIFFERENTIATE ITSELF THROUGH ITS INTELLECTUAL
CAPITAL IS A FUNCTION OF ITS PEOPLE. THE GROUP MOTIVATES, ENGAGES WITH,
DEVELOPS AND REWARDS ITS PEOPLE TO FOSTER INNOVATION, CULTIVATE LEADERSHIP
AND SUSTAINABLY MAINTAIN A HIGH-PERFORMANCE CULTURE.
To achieve this, Transaction Capital prioritises the appointment, development, retention and over time
devolvement of authority and responsibility to competent management.

Achieve deep vertical integration in current
market segments, which:

Apply distinctive competencies in new
adjacent market segments, which:

 Enhances client value propositions.

 Broadens its client base.

Remuneration structures and development programmes aim to preserve sufficient flexibility to support
management’s entrepreneurial spirit and innovation, while maintaining accountability and robust risk
processes.

 Expands product and service offerings.

 Opens new vertical market segments in
which to apply distinctive competencies.

The devolving of responsibility to the divisions supports an empowering, high-performance culture
through:

 Entrenches market position across value
chains.

 Clear lines of responsibility and accountability from the board to the CEO, and from the CEO to line
and functional leadership within divisions.

These activities position the divisions to take advantage of opportunities for organic growth,
which remain strong due to:

 Ensuring the appropriate calibre of executive leadership, functional expertise and general
management.

 Under-served and fragmented nature of market segments.

 Flat structures and efficient processes, which allow for the rapid flow and evaluation of information,
thus facilitating corrective or value-adding intervention by leadership.

 Defensive positioning of businesses, which enables them to prosper despite a challenging
and low-growth environment.

 Formal and informal structures and processes which together provide adequate oversight and control
to respond quickly to unforeseen circumstances.

 In asset-backed lending, the replacement of the ageing national minibus taxi fleet stimulating
demand for taxi finance, and utilisation of taxis remaining consistently high.

 Identifying high-potential leaders, and providing opportunities for development.

 In risk services, the adverse environment stimulating demand from credit providers for
services, products and capital to manage consumer credit risk.

Managing
the adequacy
and allocation
of capital

Risk services:
 Depressed consumer environment creates
opportunities within the division’s client base.

 Appropriate reward and recognition programmes to all employees and executives.
 Motivating and retaining staff through deliberate employee engagement.
Human resources skills reside within the individual businesses, together with responsibility and
accountability for developing resourcing and succession strategies. Given the depth of functional and
subject matter experts within the group, most executive development initiatives aim to enhance leadership
skills and address identified development needs.

TRANSACTION CAPITAL’S ABILITY TO SUCCESSFULLY ACCESS AND DEPLOY
CAPITAL IS ESSENTIAL TO GROWING AND ENHANCING THE COMPETITIVE
POSITIONS OF ITS BUSINESSES.
Capital is raised at a group level and allocated to divisions to ensure an appropriate riskadjusted return. Divisions operate robust pricing models which target an ROE of 25% on a
granular product and customer level. Capital allocation decisions are based on the capital
available, the estimated ROE, risk appetite and hurdle ROE rates.
Transaction Capital constantly scans the environment for acquisition and capital deployment
opportunities in its existing divisions, targeting a minimum 20% return in the medium term.

Managing
regulatory
risk

THE CONSTANTLY EVOLVING NATURE OF FINANCIAL SERVICES REGULATIONS CREATES
UNCERTAINTY AND INCREASES THE COST OF COMPLIANCE. MAINTAINING AWARENESS
OF, PREPARING FOR AND PARTICIPATING IN THE DEVELOPMENT OF PROPOSED
LEGISLATION IS AN ONGOING FOCUS OF TRANSACTION CAPITAL’S GOVERNANCE AND
EXECUTIVE STRUCTURES.
Dedicated group and divisional legal and compliance functions ensure that regulatory risk management is
systematic and robust, and that Transaction Capital’s businesses are able to respond proactively to
regulatory developments.
Transaction Capital supports the South African Government’s implementation of regulatory mechanisms that
drive positive social change. During the year, MBD and Principa undertook broad-based black economic
empowerment ownership transactions by means of a trust, established as a vehicle to enable participants to
share in the growth and profitability of the businesses.
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