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The National Credit Act prescribes limits on interest 
rates for all forms of credit, including micro-loans. How-
ever, the Act introduces other fees (the initiation fee and 
the service fee) which cause the total cost of credit to 
remain extremely high.  No longer is it sufficient to con-
sider only interest rates.  Interest rates and initiation 
and service fees must all be carefully calculated in or-
der to work out the total cost of credit for borrowers. 
  
Since 1 June 2007 credit is MORE EXPENSIVE in most 
cases.  Not just interest, but also initiation and service 
fees must be considered when calculating the total cost 
of credit.  

The combined impact of interest, the initiation fee and the service fee 
 
In the table below, the total cost of credit is applied to a number of loan amounts and loan periods.  The total monthly 
cost of credit is indicated in rands, and then this rand amount is indicated as a monthly and annual percentage of the 
initial loan.  These percentages give the most accurate possible indication of the total cost of credit in each case. 

INTEREST 
Agreements of up to R8000 that must be repaid within 
6 months have a maximum interest rate of 5% per 
month or 60% per year. 
 
Unsecured agreements (agreements for more than 
R8000 and/or repayable over more than 6 months) cur-
rently have a maximum interest rate of 44.2% per year. 
This is more than DOUBLE the previous maximum. 
  
Secured bank loans, credit cards or cheque accounts 
now have a maximum interest rate of 34.2% per year. 

INITIATION FEE 
This is a one-off fee payable when you enter into the 
agreement, or payable in instalments. The maximum 
amount is R150 per agreement AND 10% of the 
amount of the debt that is more than R1000, but never 
to exceed R1000 nor 15% of the debt  

SERVICE FEE 
This is a monthly or periodic fee for routine administra-
tion. It may be a maximum of R50 per month or R600 
per year, which is a huge fee for smaller credit agree-
ments. 

NOTE: 
Interest may be advertised as being very low or less than before but BEWARE:  

the extra costs mean you may pay MUCH MORE for credit, even if interest is lower.  

  Amount of initial 
agreement (e.g. 
loan) 

Duration of 
agreement 

Interest 
(5% pm) 
(R) 

Initiation 
fee (pm, 
when paid 
in instal-
ments) (R) 

Service fee 
(always 
R50 pm) 
(% of the 
initial loan) 

Total cost of 
credit (interest + 
initiation fee + 
service fee) 
(R and %) 

1 R200 1 month R10 pm R32 pm 25% pm R92 pm 
46% pm (552% 
per year) 

2 R500 (average 
size 30-day loan) 

1 month R25 pm R79 pm 10% pm R154 pm 
31% pm (372% 
per year) 

3 R500 6 months R25 pm R15 pm 10% pm R90 pm 
18% pm (216% 
per year) 

4 R1 000 1 month R50 pm R158 pm 5% pm R258 pm 
26% pm (312% 
per year) 

5 R1 000 6 months R50 pm R30 pm 5% pm R130 pm 
13% pm (156% 
per year) 

6 R8 000 (max size 
short-term loan) 

6 months R400 pm R167 pm 0,6% pm R617 pm 
8% pm (96% per 
year) 

The National Credit Act has made great strides towards consumer protection, and the new limits 
on interest rates will provide welcome relief for many borrowers.  The total cost of credit on small 
loans will, however, remain exorbitant.  This will have a devastating negative impact on poorer 
individuals and communities. 


