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Introduction

Companies in the financial, business and other services sectors are seen as forward-looking
technology players and not surprisingly these industries makes up 35.2% of the total ICT expenditure
in South Africa. This is followed by the trade sector which makes up 19.1% and the overall
government sector which makes up 16.7% of the total ICT expenditure. The combined ICT spend for
these sectors' (financial, business and other services) was R37.6 billion in 2008 and it is estimated
that by 2013 the ICT spend will increase to R54.7 billion. Please note that for the purpose of this
white paper the trends, developments and initiatives included here only focus on the financial
services sub-sector.

The financial industry leads the way when it comes to ICT technologies including mobile, Service
Oriented Architecture (SOA), BPM (Business Process Management) and next-generation self-service
tools. Organisations in the financial industry are transforming in the sense of using new technology
to impact almost all levels of operations from the top filtering down to lower organisation business
processes. Like the retail and wholesale industry, companies in the financial services sector are
becoming more customer-focused and organisations in this industry are transforming by providing
innovative products and services in order to meet customer’s exact needs.

Risk and compliance

The financial services industry is ‘risky’ business especially from a financial technological perspective
since there is always pressure on organisations in this industry to comply and implement risk
management practices. Over the next few years risk management will be pushed more and more to
the forefront and systems associated with this will be viewed as being essential. Corporate
governance and risk management are beginning to become priorities in today’s volatile marketplace
and financial institutions will soon have to comply with these standards.

Spend in the financial, business and other services sector

The total ICT spend for the financial, business and other services sector is forecasted to reach R54.7
billion by 2013 up from R37.6 billion in 2008 with a CAGR of 7.8%.

The total telecommunication spend (including the corporate, SME and midmarket) for this sector will
increase from R17.3 billion in 2008 to R26.2 billion in 2013 with a CAGR of 8.7%. The total
expenditure on IT for 2008 was R20.3 billion and this amount will increase to R28.4 billion by 2013
with a CAGR of 6.9%.

In the financial, business and other services sector, hardware accounted for the biggest portion of
the spend in 2008 (R9.1 billion). Software makes up the smallest portion of IT spend in this industry
compared to the other two service categories (hardware and services) and accounted for R3.7 billion
in 2008.



BMI-T’s 2009 SA ICT in Financial, Business and Other Services Vertical Sector report breaks down the
ICT expenditure by the following categories:

= Corporate, SME and midmarket ICT spend forecasted to 2013.

= Hardware, software and IT services spend forecasted to 2013.

= Telecommunications spend forecasted to 2013 (split by fixed voice, Internet, mobile and
data).

IT managers and departments are adapting and changing

Creating value in an organisation is top of mind for many IT managers and IT departments. Financial
services organisations are very aware of the changes taking place to the industry but the question
remains, are these organisations acting on this knowledge and are these organisations adapting their
IT strategies to take advantage of these changes? What many managers don’t realise is the
cataclysmic effect of not acting when these rapid changes are taking place and how critical processes
and daily operations are affected.

Some examples of changes taking place include risk, governance, compliance, new competitors from
other industries and the rapid growth in globalisation frameworks.

Mobile and self-service technologies

Since many organisations in various industries are becoming customer-centric it is not surprising that
organisations, particularly those in the financial services industry, are increasing the usage of mobile
technologies by providing self-service tools to customers through mobile phones, ATM machines and
internet kiosks. Over the coming years, organisations that play in the banking arena are likely to
spend much more on mobile solutions including access to internet banking services.

Mobile and self-service technologies provide organisations with a cost-effective way of
communicating and interacting with clients and in the future we will see banks shift towards
focusing on managing client relationships through the use of various online channels.



Mobile Technology Advantages
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Security in the financial sector

If there is one aspect that keeps bankers awake at night, then this is the factor of security; an
intangible issue and yet this must rank as one of the most important factors of ICT in the financial
services. For this white paper, this section will highlight key issues around security in the financial
services plus all the peripheral issues that are wrapped around security. These areas are elaborated
upon in BMI-T’s SA ICT in Financial, Business and Other Services report with finer levels of details
around the hardware and software deployed plus, where applicable, instances of security
implementations within local and global financial organisations.

Examples of key trends that will have and will continue to impact on the financial organisations ICT
security market include:

= |ncrease in user awareness
= Security risk management
=  Growth of broadband internet access

Other important security trends impact financial organisations are discussed in BMI-T’s full report.



The current and ongoing paranoia around security is exacerbated by the global economic climate; to
use a local analogy, this has become a time for consumers and businesses to ‘laager in” — to
consolidate and protect personal or organisational assets both tangible and intangible.

Surrounding the factor of security, one must put it into the context of the changing face of banking
and how the role of technology has come full circle and is once again supplanted by the personal
element. Technology was the ‘gee whiz’ factor over 15 years ago; this aspect has now become a
commodity in the bank and customer demand has reverted to relationship banking and classic
banking as it was known 50 years ago.

And now the global
mantra is relationship
banking:
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The SA ICT Financial Services Vertical Sector Report will be published by BMI-T at the end of
September 2009. The report provides interesting findings from BMI-T’s current research into the
financial, business and other services sector including ICT expenditure figures for the industry.

The section below includes information relating to other modules which are included in the BMI-T
SA Expanded ICT Market Vertical Sector Programme.

The 2009 modular reports include

= Module 1: SA ICT Vertical Market Sizing and Forecasting Report (ICT spend
across all Vertical Sectors in South Africa)

= Module 2: SA ICT Retail and Wholesale Vertical Sector Report

=  Module 3: SA ICT Financial Services Vertical Sector Report (which includes
Banking, Insurance and other Business Services)

=  Module 4: SA ICT Transport, Communication, Media Vertical Sector Report

=  Module 5: SA ICT Manufacturing (incl. Process and Discrete) Vertical Sector
Report



BMI-T SA Expanded ICT Market Vertical Sector Programme

Short Description

A vertical market strategy is becoming an increasingly important element for IT, telecom vendors
and ICT service providers, as end users demand technology tailored for their industry-specific
requirements. With pressure on ICT budgets, analysis from a vertical perspective is necessary to
enable vendors and service providers to craft attractive solutions and to best penetrate their desired
markets. The aim of the SA ICT Vertical Market study is to provide such guidance.

Objectives of the Report

The Vertical modules consist of two sections. The first contains, amongst others, structure, size,
growth, developments and major projects of selected vertical markets while the second addresses
ICT adoption, ICT business trends, major ICT players and big deals as well as major ICT projects in
various vertical industries across South Africa.

In each module, ICT spend of that particular vertical sector is analyzed to provide a detailed
breakdown of hardware, software, IT services and communications in South Africa from 2008.
Additionally, hardware, software, IT services and communications spend are forecasted up to 2013.

The 2009 modular reports include

= Module 1: SA ICT Vertical Market Sizing and Forecasting Report
= Module 2: SA ICT Retail and Wholesale Vertical Sector Report

= Module 3: SA ICT Financial Services Vertical Sector Report (which includes
Banking, Insurance and other Business Services)

= Module 4: SA ICT Transport, Communication, Media Vertical Sector Report

= Module 5: SA ICT Manufacturing (incl. Process and Discrete) Vertical Sector
Report



Breakdown of the SA Expanded Vertical Programme:

MODULES SUB SECTORS

SA ICT Vertical Market
Sizing and Forecasting

SA ICT Retail
& Wholesale Vertical
Sector

Expanqed SA ICT Financial

SA Vertical Services Vertical
Market Sector

Programme

SA ICT Transport,
Communication,
Media Vertical Sector

SA ICT Manufacturing
Vertical Sector

Source: BMI-T, 2009

Modules 2 to 4 take an in-depth look into the particular vertical sector covered by the module and
drills down into various key aspects related to that vertical segment.

The SA ICT Market Sizing and Forecasting Report (module 5 in the Vertical Sector Programme)
summarises the ICT spend of all the vertical markets in South Africa. The report compares the
biggest vertical market spenders and includes projects related to the expenditure in these markets.
A summary of ICT trends, such as which technology trends are impacting the various industries and
developments, are also covered in the module. Examples of vertical market segments included in
this module are as follows:

=  Manufacturing

= Utilities

= Financial Services (including Banking, Insurance and other Business
Services)

= Construction

=  Resources (Mining and Agriculture)
= Government

=  Wholesale and Retail

= Transport



=  Communication and Media

Research Methodology

The Vertical Sector Programme will be based on a combination of customer and vendor survey
techniques including:

=  Primary, questionnaire-based interviews with major hardware, software,
services products vendors and distributors as well as various service
providers

= Telephonic and face-to-face interviews with major industry leaders

= Extensive secondary research on vertical market revenues, size in terms of
employees, GDP contribution and the major organisations in each vertical
market

= Analysis by senior BMI-T analysts

= In-depth secondary research on worldwide vertical markets, which provide
sanity checks and a basis for analysing market dynamics and forecasting

Market Segmentations

The SA ICT Market Vertical Sector Programme breaks down the South African market into vertical
sectors which are listed above in the objectives of report section. Each vertical sector is divided into
the various modules in the bundled programme. The retail, wholesale, financial services, transport,
communications, media and manufacturing vertical sectors are broken down in detail in the
programme while the other South African vertical sector's ICT expenditure and trends are included
in the final module of the programme called SA ICT Vertical Market Sizing and Forecasting Report.

Key Questions Answered

BMI-T's research addresses the following issues that are critical to your success:

=  What is the size of ICT expenditure for each vertical market?
=  What dynamics are influencing and shaping each vertical market?
= Which vertical markets provide the best potential future?

=  What are the current technological trends and the impact they have on the
vertical sectors in South Africa?

=  Which technologies, services and telecommunications are the sectors
adopting and why?

=  What are the business opportunities by vertical market?

= The competitive environment - which companies are successful in the
various vertical sectors?

=  What are the vertical market opportunities from 2008 and beyond?



Product Attributes

=  Market Modeling

=  Forecasting

= End User Information
=  Case Studies

=  Economic Overview

Deliverables

= Printed PDF format Reports
=  Soft copies (PDF on CD Rom)

=  PowerPoint presentation at your premises (Gauteng only)

Related Research

=  SAICT Vertical Market Sizing and Forecasting
= |CT in Government Programme

=  SAIT Market Overview Sizing and Forecast

= SA T Services Market Forecast and Analysis

=  SAICT End User Programme
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BMI-TechKnowledge is the premier market intelligence and advisory firm in Africa, specializing in

..l information, advisory and implementation services. BMI-T has some 15 analysts with expertise in
telecommunications, IT, financial services, public sector, enterprise and consumer research. Increasing

numbers of clients confidently base their decisions on the advice and information that we provide, because we
understand their customers, the markets they target and the industries they operate in. Our wide ranges of services
include consulting, customer satisfaction, qualitative and quantitative research, and industry advisory services

amongst others. BMI-TechKnowledge Group (Pty) Ltd. P O Box 4603, Rivonia, 2128, Johannesburg, South Africa.


mailto:anita@bmi-t.co.za
http://www.bmi-t.co.za/
mailto:lesley@bmi-t.co.za
http://www.bmi-t.co.za/

