
Reaping the rewards of the new
global economy 

www.pwc.com/projectblue 

Project Blue
Capitalising on the
growth and global
interconnectivity of the
emerging markets:
Financial services  
in South Africa



2 PwC Project Blue



04 Foreword

05 Section one: 
Gateway to Africa

07  Section two: 
Developing a competitive pan-African presence

09  Making the most of the opportunity

10  Making sense of an uncertain future

11  Project Blue framework

Contents

PwC Project Blue  3



Project Blue explores the major trends that are reshaping the competitive environment
for financial services (FS) businesses worldwide. Our clients are using the framework
to help them judge the implications of these developments for their particular business,
and look at how to take advantage of the changes ahead.

The rise and interconnectivity of the emerging markets of South America, Asia,
Africa and the Middle East (together these regions form what PwC terms ‘SAAAME’)
is in many ways the most far-reaching of the developments facing the FS sector.
Trade within SAAAME is growing much faster than the flows between developed-to-
developed and developed-to-emerging markets.

As one of the main trading and FS gateways in and out of Africa, South Africa is in an
ideal position to benefit from the growth in intra-SAAAME commerce. This includes
providing a launch pad for SAAAME companies looking to do business in Africa and
African companies seeking to extend their reach into other parts of SAAAME. As we
examine in this paper, the opportunity, and indeed, challenge, for South Africa’s FS
companies is how to provide the international presence and full service support that
would allow their clients to develop their business in new markets.   

I hope you find this paper interesting and useful. If you would like to discuss any of the
issues raised, please feel free to contact either me or my colleague Keith Ackerman
(please see contacts on page 10).

Tom Winterboer
PwC (South Africa)
Financial Services Leader for Southern Africa and Africa 

Foreword

Welcome to ‘Capitalising on the
growth and global interconnectivity
of the emerging markets: Financial
services in South Africa’. The paper
is a South African-focused
companion to our global paper:
‘Capitalising on the rise and
interconnectivity of the emerging
markets’, the latest viewpoint in our
Project Blue framework. 

4 PwC Project Blue

What do we mean by SAAAME?

‘SAAAME’ refers to South America, Africa, Asia and the Middle East. SAAAME
doesn’t include Japan as this is a developed G7 economy. Mexico is excluded as it
trades mainly within the North American Free Trade Agreement zone and less
with SAAAME. For now, Russia and the Commonwealth of Independent States
(CIS) are also excluded from SAAAME, as trade is largely internal, or with Europe.



With growth of more than 5% a year over the past decade, a population of over 800
million people and total purchasing power of $1.9 trillion,1 Africa is emerging as one of
the most attractive frontiers for growth. According to the IMF, this strong economic
performance will continue over the next five years.2

Demand for natural resources has fuelled a rapid increase in Africa–China (growing
from $10.6 billion in 2001 to more than $160 billion in 2011) and Africa–India trade
(growing from $620 million in 2001 to $62 billion in 2011),3 with China having
surpassed Europe and North America as Africa’s main trading partner.4 While much of
the recent investment into Africa has centred on energy and mining, a second wave of
opportunities is opening up in areas ranging from high-speed rail links to fibre optics
and other technological developments.  

Looking to the future, Africa’s demographic dividend – the population is expected to
double to some two billion by 20455 – is set to provide the spur for major industrial
investment and development. On the back of these developments, Africa’s urban
population is expected to grow by nearly 500 million by 2030,6 creating further
opportunities for housing and infrastructure investment, and opening up an important
growth market for FS businesses. While other continents are ageing, Africa’s median
age will still be only 28 by 2050.6 With so many people reaching this economically
active age, financial institutions will need to think about how their young customers
will want to interact with them and how to encourage them to save and invest, with
digital development likely to be crucial.  

The intra-SAAAME opportunity
As intra-SAAAME commerce continues to grow (see Figure 1 overleaf), South Africa
has an opportunity to play an even bigger role as a bridgehead for international trade.

South Africa has large and well-developed banking (more than 40% of Africa’s assets7)
and insurance sectors (more than 70% of Africa’s premiums8). Its financial institutions’
growing presence in other parts of the continent allows them to provide trade finance
and acquisition support for companies looking to invest and develop trade links in
Africa. In turn, their links with Chinese and Indian partners allow them to provide
advice and assistance for businesses seeking to move into other parts of SAAAME.

Section one: 
Gateway to Africa

As growth and investment in
Africa continues to accelerate,
South Africa offers a portal through
which companies from Asia,
South America and the Middle East
can tap into opportunities across
the continent and African
companies can reach out to other
parts of SAAAME.

PwC Project Blue  5

1  RMB media release, 15.08.11

2  IMF World Economic Outlook April 2012

3  Economic Times, 17.03.12

4  BBC News, 21.05.12

5  Economist, 17.12.11

6  United Nations, Department of Economic and
Social Affairs, Population Division, 2009 Revision

7  The Africa Report: Top 200 banks in Africa 2010

8  Swiss Re Sigma, World Insurance in 2010



Notable investments in recent years have
included ICBC’s acquisition of a 20%
stake in Standard Bank in 2008 – South
Africa’s largest bank – which has paved
the way for a number of joint ventures in
areas such as project finance.9 This was
followed in 2009 by the signing of a
strategic partnership between China
Construction Bank and FirstRand, South
Africa’s third largest bank, which includes

providing advisory and structured
services for Chinese clients looking to
invest in Africa.10 More recent
developments in China–Africa FS links
include ABSA’s launch of direct
yuan/rand trading in 2012.11
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Figure 1: Transformation in global trade flows

Trade value: $6.92tr
CAGR 2002–10: 8.0%

Non-SAAAME

SAAAME

Trade value: $2.82tr
CAGR 2002–10: 19.4%

Trade value: $2.67tr
CAGR 2002–10: 13.6%

Trade value: $2.16tr
CAGR 2002–10: 12.9%

Sources: WTO and PwC analysis
Note: Russia and the Commonwealth of Independent States (CIS) have not been included in the SAAAME definition because trade is largely international and/or with
Europe. Mexico is excluded as it trades mainly within the North American Free Trade Agreement zone and less with SAAAME. Both areas remain very important growth
markets and should be considered in relation to the SAAAME region.

09  Standard Bank media release, 26.01.10

10  FirstRand media release, 30.07.09

11  Wall Street Journal, 04.05.12



Key strategic questions for South Africa’s financial institutions include where and
how to invest as they seek to bolster their support for growing intra-SAAAME trade.
At present, most insurers and banks are focusing on strengthening their presence
within Africa rather than reaching out beyond the continent.12

Some organisations will look to greenfield development. They might also augment this
with acquisitions. But a physical presence may be costly and difficult to set up in some
countries. 

It is therefore going to be important to make the most of technology in extending
customer access and providing end-to-end trade services. Digital FS allows financial
institutions to move into new markets without the need for branch or agency networks
on the ground. Kenya’s highly successful M-Pesa model is now being replicated in other
parts of the continent, providing unbanked and remote customers with access to
payment and deposits via the mobile phone network.

Joint ventures and collaborations will also be important in extending and
strengthening services. Notable examples include the alliance between Nedbank and
Ecobank, which has created what the partners describe as the largest banking network
in Africa (1,500 branches in 35 countries13).

Some of the bigger players will be able to develop a pan-SAAAME presence to serve
clients across all sectors. While smaller FS businesses will not have the funds to match
this, they will have opportunities to specialise. This might be focusing on particular
countries, or targeting particular types of business. 

Working closely with key clients and being able to follow them as they reach into new
markets will be critical in helping to judge what countries and sectors to focus on. FS
organisations can then work with their clients to help bridge any potential gaps in the
local financial infrastructure and overcome challenges in areas such as financing, risk
management, currency convertibility and repatriation of revenues. 

Managing more complex and diverse operations
As they reach into new markets, FS businesses will need to contend with a more
complex risk profile. African countries have varied legal and regulatory frameworks,
political systems, business ethics and cultures. It will be important to develop the
timely and reliable management information and risk management systems needed to
operate in new and unfamiliar markets. 

Section two: 
Developing a competitive pan-African presence

As South Africa’s FS businesses
seek to extend their footprint,
they will face new competitive and
management challenges. 
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12  ‘Maintaining stability amid uncertainty’, South
Africa major banks analysis, published by
PwC on 14.03.12 and ‘Maximising value from
today’s opportunities, strategic and emerging
issues in Southern African insurance’, published
by PwC on 03.06.12

13  Nedbank business banking website, 11.06.12



Operating models will need to reflect the
changing geographical focus of the
business. They will also need to deal with
more extensive partnership arrangements
and be sufficiently agile to respond
quickly to unfamiliar market conditions,
distribution channels and cultural
preferences. 

The particular challenge for South
Africa’s FS businesses is whether applying
the new banking and insurance capital
demands might put them at a competitive
disadvantage. From a trade perspective,
this includes the significantly higher

capital loadings for letters of credit under
the incoming Basel III regulations.14 It will
therefore be important to develop the
scale and automation with which to
compete.

The underlying challenge is talent. As
their businesses expand, FS organisations
will need international management
experience and be able to secure
sufficient talent in markets where suitably
qualified and experienced people may
already be in short supply. 
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14  ‘Basel III: A global regulatory framework for more
resilient banks and banking systems’, June 2011
update, published by the Bank of International
Settlements



We believe that there are five key questions that FS businesses should consider as they
look at how to take advantage of these openings and provide the most effective support
for their clients:

• How are your corporate clients following the shift in the focus of global growth and
how can you help them to respond more effectively?

• If you can’t develop a pan-African presence, what specific sectors or regions could
you target as you look at how to build on your strengths and existing relationships?

• How can you use technology to provide customer access and trade services in
different parts of the continent?

• How will you need to adjust your risk management capabilities, talent management
and operating model (more joint ventures, longer lines of communication, etc.) as
you extend your international presence?

• How can you help to promote South Africa as the leading FS centre for Africa?

Making the most of the opportunity

South Africa’s position as a key
launch pad for intra-SAAAME
commerce will open up important
commercial opportunities for its
FS businesses. But to capitalise on
these opportunities, businesses will
need to look at how to create a
cost-effective and competitive
suite for Africa-wide services for
their clients. 
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Making sense of an uncertain future

We’re working with a range of
FS organisations to judge the
impact of the mega-trends shaping
their industry, and where and how
they can compete most effectively.
If you’d like to discuss any of the
issues raised in this paper, or the
impact of other trends examined in
Project Blue, please contact either
of those who are listed here, or your
usual PwC contact.
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Tom Winterboer 
Financial Services Leader for Southern
Africa and Africa 
PwC (South Africa) 
Tel: +27 (11) 797 5407 
Email: tom.winterboer@za.pwc.com 

Keith Ackerman 
Partner, Financial Services 
PwC (South Africa) 
Tel: +27 (11) 797 5205
Email: keith.ackerman@za.pwc.com 



The Project Blue framework seen here begins with the considerations needed to adapt
to the current instability. It then goes on to assess what FS businesses need to do to plan
for, and ideally take advantage of, the changes ahead. 

One of the main things we’ve been looking at is the extent to which these developments
could disrupt existing business models. We’ve also been looking at how these trends
are feeding off each other. A clear case in point is the extent to which rapid growth in
emerging markets is spurring a mass influx of people into the cities. 

Our clients are using the framework to help them judge the implications of these
developments for their particular business and look at how to take advantage of the
changes ahead. Will business and operational models still be viable in this new
landscape? What strengths within the business would allow it to develop a leading
position? What talent and investment will need to be put in place now, to prepare for
the changes ahead? 

Project Blue framework

The Project Blue framework
considers the major trends
that are reshaping the global
economy and transforming the
behaviour of consumers, businesses
and governments. 

Figure 2: The Project Blue framework 

Source: PwC Project Blue analysis
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