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EXECUTIVE SUMMARY
Since its inception in 2003, TUHF Holding (Pty) Limited (TUHF)
has played an important role as impact investor and financier,
offering long-term debt finance, bridging finance and equity
funding, to entrepreneurs operating in the South African
residential property sector.
TUHF has grown its loan book from ZAR 2.5 million (USD
388,000) in 2004 to ZAR 2.7 billion (USD 204 million) in 2018 (a
thousand-fold increase in fifteen years in rand terms). Its longterm vision aims to achieve impact through scale with a ZAR
10 billion (USD 705 million) loan book.
This case study explores the story of TUHF’s growth and
investment challenges over the past 15 years, tracking its
transition from a not-for-profit company, heavily reliant on
bilateral development finance, to a private company accessing
private equity and commercial finance, and finally into its
current form as a public company with entry into the listed
capital markets. The following study examines TUHF’s current
funding structure and sources of finance, as well as the diverse
roles and characteristics of equity capital, debt finance, and
grant funding in this context.
TUHF’s story is one of deep commitment, entrepreneurial
insight and bold, considered risk taking. TUHF’s success
lies in its ability to tap into the real market demand and
investment potential that characterises the niche, inner-city
rental-housing sector. TUHF has developed an innovative
viable business model that achieves both of its objectives
in terms of developmental impact and commercial returns.
TUHF attributes its competitive advantage to its in-depth
understanding of the contexts in which it works and the
characters of the entrepreneurs to which it lends.

The case study highlights the way in which TUHF has
demonstrated insight and responsiveness to its evolving
funding needs and how it has modified its structure and
financing strategy to meet these. It reflects on the benefits of
TUHF’s choice of a hybrid funding structure, which combines
funding from DFIs, commercial banks and asset managers, and
which leverages developmental sources of finance to mobilise
additional commercial sources of finance.
TUHF’s 15-year story provides valuable insights and lessons
that will serve it well as it prepares to realise its longer term
ambitious ZAR 10 billion (USD 705 million) vision. There are
lessons, too, for other companies, particularly in relation to the
types and sources of funding potentially available in the market
today, and how best to access financial and capital markets.
TUHF’s experience and story has relevance, therefore, beyond
TUHF and further afield with the possibility of replicating its
business model and investment approach in other African
countries.
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CURRENCY CONVERSION NOTE
US dollar conversions (indicated in brackets after the ZAR amount) are made using the average annual
USD/ZAR exchange rate calculated for the year in which the transaction being referenced took place.

Case Study Series October 2019

The table below presents the conversion rates assumed for the transactions referred to in the study.
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Year

Average USD/ZAR
Exchange Rate

Average ZAR/USD Exchange
Rate

2001

8.583

0.117

2002

10.522

0.095

2003

7.569

0.132

2004

6.449

0.155

2005

6.370

0.157

2006

6.783

0.147

2007

7.054

0.142

2008

8.257

0.121

2009

8.429

0.119

2010

7.321

0.137

2011

7.260

0.138

2012

8.217

0.122

2013

9.649

0.104

2014

10.847

0.092

2015

12.764

0.078

2016

14.708

0.068

2017

13.320

0.075

2018

13.247

0.075

2019

14.184

0.070

For the past 15 years, since its establishment in
2003, TUHF Holding (Pty) Limited (TUHF) has
played an important role as an impact investor
and financier to entrepreneurs seeking to deliver
affordable residential units for rental in inner cities
in South Africa.
This introduction provides an overview of TUHF’s
products and method of operating, as well as
an exploration of TUHF’s unique value-add and
relevance in terms of the broader South African
economic and housing context. The context
provides the background to the case study.

1.1 BUSINESS MODEL OVERVIEW
The case study focuses on TUHF Holding (Pty) Ltd,
the commercial arm and equity holding company
of the TUHF group (represented by TUHF NPC).
Details on the structure of the larger TUHF group
can be found in Appendix C.
TUHF Holding (Pty) Ltd, (hereafter referred to as
TUHF), comprises of three sub-entities, namely:
•

TUHF Limited, TUHF’s primary operating
company, which provides a 15-year loan
facility at prime-lined interest rates and a
once-off raising fee. 1

•

TUHF Equity (Pty) Ltd, which offers equity
funding to existing property investors who
have competence but lack capital,

•

TUHF Bridge (Pty) Ltd, which provides shortterm, unsecured bridging finance that assists
borrowers to cover short term expenses while
acquiring a property.2

While the loan facility is TUHF’s primary product
the above products are offered to entrepreneurs
for the acquisition and construction/refurbishment
of affordable rental units in South Africa’s major
cities. TUHF focuses on properties that are close
to schools, transport systems and places of work.
TUHF only finances properties with potential
revenue flows large enough to cover operating
and financing expenses, in addition to generating
a profit for the entrepreneur. Since 2016, TUHF
1
2
3
4
5
6
7

has also incorporated environmental requirements
into its financing assessments to promote the
development of environmentally sustainable cities.
TUHF’s credit policy thus only approves projects
with elements of “greening” in them, for example,
retrofitting heat pumps or using natural and energyefficient lighting. 3
TUHF employs a character-based lending approach,
meaning that TUHF looks at “the person” in
addition to “the project”. Character-based lending
emerges from the proposition that understanding
the character of an entrepreneur and loan applicant
is key to predicting the likelihood of his/her
business success and thus the likelihood that he/
she will be able to repay the loan in the future.4
Such an approach places emphasis on interviewing
applicants in order to understand their personal
and financial journeys and aspirations.5
It is on this basis that TUHF seeks to identify
and invest in competent, honest and reliable
entrepreneurs who have strong property
management skills and networks, understand
the inner-city, and are passionate about property
ownership and urban regeneration. 6
In addition to providing financial support to its
entrepreneurs, TUHF provides advice and technical
support throughout the property procurement,
construction/renovation and management process.
TUHF provides training and mentoring for starter
entrepreneurs through the TUHF Program for
Property Entrepreneurs (TPPE), a six-month
training and mentorship programme on topics
such as property management, construction,
refurbishments and conversions, finance and
entrepreneurship, as well as general business
management. TUHF also facilitates networking
events and market-related information sharing
sessions for its entrepreneurs.7
TUHF’s track record is testament to the sustainable
and commercially viable nature of its business
model. Since its inception, TUHF has succeeded
in generating increasing profits and delivering
consistent returns to its shareholders. The graph
below provides an overview of TUHF’s profitability
and Return on Equity (ROE) over the past five years.

There are no monthly service fees. Financial structuring is applied such as grace periods to accommodate the
property development and tenanting stages.
This can be used for example to obtain rates and clearance certificates, covering the payment balance of the
purchase price, construction loans and for the rehabilitation of sectional title projects in the medium term.
TUHF 2018. Integrated Annual Report. https://www.tuhf.co.za/investor-relations/#integrated-annual-reports/
O’Donnel, M. (2018). The importance of character-based lending. https://www.coloradolendingsource.org/
articles/importance-character-based-lending
TUHF 2008. Integrated Annual Report. https://www.tuhf.co.za/investor-relations/#integrated-annual-reports/
Adapted from TUHF website. www.tuhf.co.za
Adapted from TUHF website. www.tuhf.co.za
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Figure 1: TUHF’s Profits and ROE between 2014 and 2018. Source: Based on data from TUHF’s 2018 Integrated Report, p. 26.
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1.2 RELEVANCE IN THE SOUTH
AFRICAN CONTEXT
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TUHF operates in a niche market that has,
historically, been overlooked by commercial
lenders, property developers and investors.
In the South African context (and indeed in
the African context more broadly), affordable
housing, as a market sector and asset class, is
perceived to be substantially riskier than more
traditional market sectors and asset classes.8
This is due to its association with challenges such
as uncertain effective demand (related to the
affordability levels of the target market), legal and/
or reputational risks (related to the constraints
imposed on landlords wanting to evict non-paying
tenants), and high management costs. In the
inner-city context, additional challenges such as
poor urban management, sporadically located
properties and stock, and a scarcity of property
market information deter market players from
investing in the sub-market.9
Many years of under-investment in the inner-city
residential property market, combined with the
influx of thousands of migrants into South Africa’s
cities (explored further below), has resulted in
considerable demand for well-priced, well managed,
and well-located inner-city housing units. Using
its unique business model, TUHF has succeeded
in tapping into this market potential. TUHF
suggests that its competitive edge arises from the

8
9
10
11
12
13
14

supportive working relationships it develops with its
entrepreneurs and its on-the-ground understanding
of South Africa’s inner cities. According to TUHF’s
investors, the company’s strength lies in the
significant emphasis that it places on understanding
the specific contexts in which it works and
sharing its knowledge with its entrepreneurs.10
In addition, TUHF realises scale through the
aggregation of many small, often brown-field
projects – an approach that draws upon the
availability and density of existing stock and is
therefore particularly well suited to property
development in the inner-city context.11
By supporting landlords and emerging property
entrepreneurs to finance and deliver affordable
housing units in South Africa’s inner cities, TUHF
contributes to the achievement of a number of
developmental outcomes that are highly relevant
in the South African context.12 Firstly, TUHF’s focus
on supporting micro, small and medium enterprises
(SMME’s) operating in the property space aligns
closely with South Africa’s key economic policy
documents. Indeed, the National Development
Plan (NDP) views SMMEs as critical for supporting
job creation and enabling South Africa’s economic
growth.13 In this context, TUHF has developed a
highly successful methodology that combines
access to finance with entrepreneurial training
and support. Such an approach is supported by the
SMME literature, which highlights the importance
of mentorship and training in supporting successful
SMMEs.14

Interview with Stanlib
RebelGroup. (2017). Residential REITs and their potential to increase investment in and access to affordable housing in Africa. https://housingfinanceafrica.org/app/uploads/CAHF-Real-Estate-Investment-TrustsStudy-2017.02.pdf
Interviews with Ashburton and Futuregrowth.
Interviews with TUHF management.
TUHF’s Theory of Change is presented in Appendix B.
National Planning Commission, 2015. National Development Plan, 2030.
Haroon Bhorat, Zaakhir Asmal, Kezia Lilenstein, Kirsten Van Der Zee, SMMEs in South Africa: Understanding the constraints on growth and performance, DPRU Working Paper 201802, July 2018. Kayode Ayankoya,
Entrepreneurship in South Africa – A Solution, June 2016, https://www.researchgate.net/publication/303875944/
Stephan Geitlinger, Entrepreneurship in South Africa, January 2016, Gordon Institute of Business Science, University of Pretoria.

Finally, TUHF’s support of landlords in the affordable
housing rental sector directly contributes to
addressing the severe shortage of affordable rental
accommodation in South Africa. Even though
housing has been a major focus of the South African
government since 1994, South Africa continues to
experience a housing shortage with an estimated
1,3 million households living in informal settlements
in 2017.17 This shortage of housing impacts notably
on lower to middle income households seeking to
access housing from the private sector, especially
where such households do not qualify for state
subsidised housing.18 Since its establishment, TUHF
has financed over 30,000 housing units and in doing
so has significantly contributed to the supply of
affordable and well-located rental accommodation
in South Africa.19
TUHF directly supports a new delivery approach
that has recently emerged both in South Africa
and internationally termed “Massive small’.
This approach promotes the idea of housing
delivery occurring through many small projects
undertaken by small medium and micro enterprises
(SMME’s) private sector developers and individual
households.
The role of SMMEs in supporting economic growth,
the phenomenon of rapid urbanisation, and the
immense need for affordable housing units are
15
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18
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20
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23
24

developmental concerns, relevant not just in South
Africa, but in the larger African context. Indeed,
research asserts that African cities are the new
home to over 40,000 people every day, which
in turn puts significant pressure on urban jobs
markets and existing residential accommodation.20
This suggests that the TUHF business model has
important lessons to offer regarding how finance
can play an innovative role in supporting emerging
entrepreneurs and providing affordable housing in
cities across the African continent.

1.3 PURPOSE OF THE CASE STUDY
TUHF’s success lies in its ability to tap into the
clearly defined market demand and investment
potential that characterises the niche inner-city
rental housing sector. TUHF has an innovative
business model that achieves both developmental
impact and commercial returns. 21 On the back of
this achievement, TUHF has managed to grow its
loan book from ZAR 2.5 million (USD 388,000) in
2004 to ZAR 2.7 billion (USD 204 million) in 2018.22
Figure 2 (overleaf) illustrates the growth of TUHF in
terms of the size of its loan book and the number of
units it has financed since its establishment to date.
TUHF’s ultimate vision is to achieve impact through
scale with a ZAR 10 billion (USD 705 million) loan
book.23 A key challenge that TUHF faces in this
regard is in securing access to the levels of finance
and investment required to fund this vision.
According to TUHF’s management, the ability
to attract “sufficient, diversified and well-priced
capital” is key to achieving net book growth, which
in turn is imperative for achieving scale in the
market. This, however, has proved to be particularly
challenging in the context of the markets in which
TUHF operates.24
This case study explores the story of TUHF’s growth,
investment challenges and successes over the past
15 years. It investigates the way TUHF has modified
its structure and financing strategy over time in
response to its evolving funding needs.
Drawing on TUHF’s experiences, the study unpacks
the various types and sources of funding potentially
available to businesses such as TUHF. It provides

It is estimated that by 2030, three-quarters (71.3 percent) of South Africa’s population will be living in urban
areas, reaching nearly 80 percent by 2050. At present, eight of South Africa’s metropolitan areas account for just
2% of South Africa’s landmass, and yet they are home to 40% of the population and generate more than 57% of
South Africa’s gross domestic product (GDP).
Department of Cooperative Governance, 2016. Integrated Urban Development Framework.
StatSA, 2017. Household Survey. http://www.statssa.gov.za/publications/P0318/P03182017.pdf
Gardner D, 2018. Analysis of the Human Settlement Programme and Subsidy Instruments. South African Urbanisation Review, April edition.
TUHF 2018. Integrated Annual Report. https://www.tuhf.co.za/investor-relations/#integrated-annual-reports/
IFC. Affordable Housing in Africa. http://www.ifc.org/wps/wcm/connect/news_ext_content/ifc_external_corporate_site/news+and+events/news/trp_featurestory_africahousing.
The 2018 Annual report indicates that TUHF’s operating profit is R 148 million. TUHF’s five-year return on investment is 15% and its cost to income ratio is 57%.
TUHF 2018. Integrated Annual Report. https://www.tuhf.co.za/investor-relations/#integrated-annual-reports/
TUHF 2018. Integrated Annual Report. https://www.tuhf.co.za/investor-relations/#integrated-annual-reports/
Interview with Paul Jackson, 2019.
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Secondly, TUHF’s geographic focus on South
Africa’s inner-city areas aligns closely with South
Africa’s spatial development and urbanisation
policy frameworks. South Africa is experiencing
high rates of urbanisation.15 The Integrated Urban
Development Framework (IUDF) notes that innercities play an important role as ‘arrival areas’ for
new migrants entering the city, offering access
to employment and informal economies. Given
the critical role that urban economies play in
South Africa’s economic development, the IUDF
recommends that the regeneration of the inner
cities be prioritized. 16 High rates of urbanisation
also suggest the need for the densification of these
areas through the conversion and refurbishment
of existing buildings. In this context, TUHF has a
unique business model, particularly well-suited to
inner city regeneration and densification.
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valuable lessons into what works and what does not work when seeking access to such funding. The case
study considers the implications of these lessons for TUHF and its ZAR 10 billion (USD 705 million) vision,
as well as for the possibility of replicating TUHF’s business model and investment approach in other African
cities.
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Figure 2: TUHF loan book (in ZAR) and number of units financed between 2004 and 2018

2 TUHF’S GROWTH
AND INVESTMENT
STORY
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2.1 1992 – 2003: THE EMERGENCE
OF TUHF

15

TUHF emerged in the context of, and in response
to, Johannesburg’s transformation towards the
end of the Apartheid era. In the early 1990s,
businesses, investors and middle-to-upper-income
households began rapidly exiting the Johannesburg
city centre. This mass exodus of established
companies and affluent families from the innercity was accompanied by a significant influx of
low income individuals who were moving into the
area in search of work. These dynamics resulted in
an increasing demand for low income housing and
other basic services, which the city was unable to
adequately address.25 Exacerbating factors such
as the emergence of slumlords and poor urban
management further contributed to the area’s
urban decline.26
In 1992, a multi-stakeholder platform called the
Central Johannesburg Partnership (CJP) was
established in response to these challenges. The
25
26
27
28
29

6

CJP set-up the Inner-City Housing Upgrading Trust
(ICHUT), whose mandate was to support and
provide subsidised loans to tenant co-operatives
seeking to address the problem of hijacked
buildings.27 In 1996, ICHUT commenced with a
high-profile project to rehabilitate seven “bad
buildings”. The project’s liquidation in 2000, due to
mismanagement by the co-operative, called into
question the effectiveness and sustainability of
ICHUT’s model. In 2001, recommendations were
made to revise ICHUT’s model in a manner that
combined social housing and standard residential
property finance in a sustainable operating model.28
In 2003, ICHUT was transformed into the National
Urban Housing Finance Trust (NUHFT), whose
purpose was to provide residential property finance
to existing and new entrepreneurs focused on
inner city regeneration. NUHFT (later renamed
TUHF) was provided with a mandate to support
emerging property entrepreneurs operating in
Johannesburg’s inner-city through a multi-pronged
approach including (1) the provision of finance for
inner city property investment; (2) the provision
of knowledge, training and expertise on property
development; and (3) the facilitation of networking
and other value-adding services and events.29

TUHF 2015. Integrated Annual Report. pg.8-9.
Rebel 2015. Johannesburg Inner City Housing Strategy and Implementation Plan 2014-2021.
Hijacked buildings, also referred to as “bad buildings”, are abandoned buildings that have been taken over by
slumlords. These slumlords charge rent to low income people in need of accommodation, often without providing basic building services.
TUHF 2015. Integrated Annual Report. https://www.tuhf.co.za/investor-relations/#integrated-annual-reports/.
pgs.8-9
TUHF 2015. Integrated Annual Report. https://www.tuhf.co.za/investor-relations/#integrated-annual-reports/
pg.20.

TUHF was initially established as a Section 21
(not for profit) entity. Although TUHF’s founders
understood the importance of establishing
a sustainable and replicable business model,
the underlying objectives of the entity were
developmental in nature. The developmental focus
of TUHF had direct implications for how capital
was initially raised for the entity. As a Section 21
company, TUHF could not have private shareholders
and did not have access to private equity and relied
entirely on concessional and non-concessional
debt funding from a few local development finance
institutions (DFIs).30
TUHF’s initial key partner was the National Housing
Finance Corporation (NHFC), a DFI created by the
South African government, which shared TUHF’s
vision for the restoration of the Johannesburg inner
city. In 2001, the NHFC provided ICHUT with a ZAR
10 million (USD 1.2 million) non-interest-bearing
start-up loan. Upon ICHUT’s transformation into
TUHF, the NHFC issued a further ZAR 50 million
(USD 7.8 million) wholesale loan. Additional
concessional and non-concessional debt facilities
were also provided by the NHFC during this period
as well as by other local developmental and public
sector institutions including the National Urban
Reconstruction and Housing Agency (NURHA), the
Development Bank of South Africa (DBSA), and the
Gauteng Partnership Fund (GPF).31

as a sign of not being sufficiently commercially
orientated), restricted TUHF’s access to funding
through these avenues. This was compounded by
the global financial crisis, which began to impact
on South Africa’s financial markets in 2007/8,33
when, in response, commercial banks began losing
confidence in and withdrawing from South Africa’s
housing and mortgage markets.34
By 2008, TUHF had a solid track record behind it
and a legacy as an organisation that delivered,
and subsequently restructured itself into a private
company, better positioned to secure further
funding from the commercial sector.35

2.3 2009 – 2014: TUHF GOES
PRIVATE
TUHF Holding (Pty) Limited (TUHF) was
consequently established as a commercial entity in
2009, with TUHF NPC and the NHFC as its primary
shareholders. The newly established commercial
entity took over TUHF NPC’s loan book, staff and
assets. TUHF subsequently embarked on a mission
to identify like-minded shareholders and investors,
looking for commercial as well as social impact
returns. TUHF approached Standard Bank (TUHF’s
bankers) as a potential shareholder. Standard Bank,
however, declined the offer citing plans to go into
competition with TUHF (see section 3.3 for further
discussion on this point).36

Over the next few years, TUHF established a
successful track record and demonstrated the
commercial viability of its business model. As a
result, the Standard Bank of South Africa (one
of South Africa’s large commercial banks) began
providing TUHF with finance from 2006 in the
form of on-balance sheet credit extended through
a bilateral lending process, where TUHF’s assets
were offered as collateral. In 2007, TUHF secured
ZAR 50 million (USD 7.1 million) debt capital from
Futuregrowth Asset Management (a subsidiary
of Momentum Group Ltd), a South African based
specialist investment management company.32

Towards the end of 2012, Old Mutual, (managed by
Futuregrowth), and the Government Employee’s
Pension Fund (GEPF), (managed by the Public
Investment Corporation (PIC)), joined TUHF NPC
and the NHFC as shareholders. As signatories
to the United Nations-supported Principles for
Responsible Investment (PRI) and endorsers
of the Code for Responsible Investing in South
Africa (CRISA), Futuregrowth and the PIC were
attracted by TUHF’s ability to achieve commercial
returns, as well as developmental outcomes.37
Futuregrowth’s investment was conditional on
TUHF’s management also becoming invested
shareholders in the company (i.e. having “skin in
the game”)38.

Despite in-roads into the financial and capital
markets, TUHF’s high debt capital ratio (96%)
and lack of private equity investors (perceived

TUHF received a combined equity investment of
approximately ZAR 110 million (USD 13.4 million)
from its shareholders, bringing its total equity

30
31
32
33
34
35
36
37

38

Interview with TUHF management.
Interviews with TUHF management and TUHF integrated annual reports.
Interviews with TUHF management and TUHF integrated annual reports.
The global financial crisis that occurred in 2007-2008 resulted in a global recession that impacted on all economies including that of South Africa, which went into recession in 2008/09 for the first time in 19 years.
Interviews with FNB and Nedbank, 2017.
Interviews with TUHF management.
Interview with TUHF management.
The PRI is a set of principles based on the notion that environmental, social and governance (ESG) issues can
affect the performance of investment portfolios and should therefore be considered alongside more traditional
financial factors if investors are to properly fulfil their fiduciary duty. Similarly, CRISA gives guidance on how the
institutional investor should execute investment analysis and investment activities and exercise rights so as to
promote sound governance. At the heart of CRISA is the recognition of the importance of integrating sustainability issues, including ESG, into long-term investment strategies.
Interviews with TUHF management.
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2.2 2003 – 2008: TUHF THE NOT FOR
PROFIT
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capital and reserves to nearly ZAR 160 million
(USD 19.5 million) and its debt equity ratio to
90%. This investment addressed TUHF’s previous
equity constraints and enabled it to approach more
commercially minded entities for debt capital. On
the back of its improved capitalisation, TUHF was
now able to secure additional finance from Standard
Bank, Stanlib Asset Management, Atlantic Asset
Management and Cadiz Asset Management.39
Nevertheless, TUHF continued to face difficulties
in securing finance from commercial banks
due to the international credit crisis and the
looming implications of the Basel III regime.
40
At the same time, financial support from the local
DFIs began to decline. TUHF found it increasingly
difficult to negotiate and align with the NHFC, and
the DBSA shifted its strategic focus away from
housing to climate change. TUHF thus became
increasingly dependent on the asset-management
industry for its debt capital. 41
TUHF’s greatest impediment to growth at the end
of 2013 was scarcity of affordable debt capital. TUHF
responded by developing a supplementary longterm funding strategy in 2014, in conjunction with
expert consultants; a major element of which was
TUHF’s envisaged entry into the capital market.42
Also in 2014, TUHF applied for and was granted a
ZAR 157.5 million (USD 14.5 million) grant from
the National Treasury Jobs Fund, which was to be
used as a credit enhancement in TUHF’s future note
issuance (explored further in the next section).43

implemented a Domestic Medium Term Note
Programme (2016/17) and a Mortgage-Backed
Securitisation Programme (2018).
Domestic medium term note programme
(2016/17)
TUHF raised ZAR 280 million (USD 20 million)
during 2016 in additional warehouse funding
from Futuregrowth, used to support TUHF’s first
domestic medium-term note (DMTN) issuance.45
A DMTN is a debt instrument for raising mediumterm debt finance (i.e. debt with a maturity
ranging between one year and ten years) through
the Johannesburg Stock Exchange (JSE).46 The
warehouse facility was used to finance the issuance
of new loans, which in turn were used to purchase
the assets (i.e. properties) that formed the basis
upon which the notes were to be issued.47
In the context of a DMTN structure, the security
underlying the issuance (i.e. the mortgages) is
held in a separate special purpose vehicle (SPV),
while the loans themselves remain on TUHF’s
balance sheet. The SPV registers a guarantee in
favour of the investors, who in turn provide their
money directly to TUHF. Under this arrangement,
TUHF retains ownership of the loans, as well as
the responsibility for managing them.48 The DMTN
structure is represented in the figure below.
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2.4 2015 – 2019: TUHF GOES PUBLIC
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TUHF Holdings Propriety Limited and TUHF
Proprietary Limited were converted into public
companies in 2015 to facilitate the process of
direct access to capital markets. This restructuring
process was intended to diversify TUHF’s pool of
debt capital investors, many of whom required
their investment targets to be rated and/or listed
on the stock exchange. In other words, because
certain asset managers have a mandate to invest
in listed paper, the restructuring process was seen
as a way to increase the total pool of market funds
available to TUHF.44 Over the next few years, TUHF
39
40

41
42
43
44
45
46
47
48

Figure 3: High-level representation of the DMTN structure

Interviews with TUHF management and TUHF integrated annual reports.
Basel III is an internationally agreed comprehensive set of reform measures developed by the Basel Committee
on Banking Supervision (BCBS), to strengthen the regulation, supervision and risk management of the banking
sector. The Basel III framework introduces more stringent capital and liquidity requirements for commercial
banks. Basel III has introduced the following four main innovations: i) a new definition or composition of the regulatory capital base, ii) additional capital requirements (“capital buffers”), iii) a new leverage ratio, and iv) new
liquidity requirements.
TUHF 2012. Integrated Annual Report.
Interviews with TUHF management.
National Treasury, 2019. On-lending for job creation in a low growth environment: the case of TUHF Limited. The
Jobs Fund Learning Series.
Interview with Africa Frontier Capital.
TUHF 2016. Integrated Annual Report.
Kleinman, J, 2016. What is a DMTN and Does your Business Need It? Available at: https://www.entrepreneurmag.co.za/advice/financial-management/cash-flow/what-is-a-dmtn-and-does-your-business-need-it/
Interviews with TUHF management.
Interview with Paul Jackson.

TUHF Limited worked with its debt arranger,
Deloitte Capital, and the ratings agency Global
Credit Ratings to have the funding structure
credit risk assessed, so that it could achieve
investment grade status. The funding structure
and endorsement from a reputable agency was
intended to ensure that TUHF would be able to raise
funding both at the volumes it required and at more
effective rates. The structure included a 20% credit
enhancement, achieved through combining the
Jobs Fund grant facility with senior debt (explored
further in section 3.3 below).49

higher than originally anticipated due to the lower
than expected rating of the issuance. 51

The funding structure was initially given an indicative
A- investment grade using the methodology of the
ratings agency. However, the ratings agency was
concerned that in the event of TUHF “going under”,
the company would undertake a “fire sale” of its
assets – including the loans underlying the DMTN
issuance which remained on TUHF’s balance sheet.
The ratings agency determined that, in such a case,
the recovery ratio on the loan book would be only
42.7%. For this reason, by the time the DMTN was
listed, the funding structure was downgraded to a
BBB+.50

Although TUHF had initially planned to raise a
second DMTN in 2018, the high cost of the finance
raised through the first DMTN led TUHF to explore
alternative debt-raising approaches. To this end,
TUHF partnered with Africa Frontier Capital and
PwC Corporate Finance, who were given a mandate
to analyse TUHF’s balance sheet, determine the
most cost-effective financing for the company,
and raise debt for TUHF. As a result, a longer-dated
funding structure was determined as the preferred
approach to raising additional debt capital, in the
form of a securitisation programme.54

TUHF launched a ZAR 280 million (USD 21 million)
DMTN issuance on the Johannesburg Stock
Exchange (JSE) in 2017, which was fully subscribed.
The term of the note was three years and interest
were to be paid quarterly at the three-month
Johannesburg Interbank Average Rate (JIBAR) plus
a margin of 3.25%. The programme brought new
investors including Sanlam Asset Management,
Mergence Asset Management and Rand Merchant
Holdings, who were likely attracted by the frequency
and security of interest income associated with
the note. Although the DMTN issuance was a key
milestone for TUHF in implementing its strategy to
access the capital markets directly, the pricing was

In the context of a securitisation programme,
both the security underlying the issuance and the
portfolio of loans itself are ceded/sold to separate
legal entities. Importantly, TUHF enters into a
“true sale” agreement with a third-party ownership
trust, which takes ownership of the loan portfolio
and becomes responsible for raising the required
finance through the capital market and managing
the associated cash-flows. The ownership trust then
signs a management and loan serving agreement
with TUHF Ltd, which retains responsibility for
managing the loan portfolio.55

In parallel to the DMTN issuance, TUHF secured an
additional ZAR 100 million (USD 7.5 million) funding
from Nedbank and ZAR 200 million (USD 15 million)
from the NHFC during 2017.52 This funding was used
in conjunction with the capital obtained from the
DMTN issuance to grow TUHF’s loan book.53

Figure 4: High-level representation of the securitisation structure

49
50
51
52
53
54
55

TUHF 2016. Integrated Annual Report.
Interview with Paul Jackson.
TUHF 2018. Integrated Annual Report.
TUHF 2017. Integrated Annual Report.
Interviews with TUHF management and TUHF integrated annual reports.
Interview with Africa Frontier Capital.
Interview with Paul Jackson.

Case Study Series October 2019

Mortgage-backed securitisation programme
(2018)
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In the eyes of the ratings agencies, this approach
protects against the possibility of a “fire sale” since
the loan portfolio underlying the securitisation
structure does not sit on TUHF’s balance sheet.
Using this approach, with the assistance of Africa
Frontier Capital and PwC Corporate Finance, TUHF
put together a ZAR 500 million (USD 37.7 million)
funding structure that was able to secure a senior
debt rating of AA- (four notches higher than the
rating secured under the DMTN programme).

The Financial Sector Charter is a transformation
charter in terms of the Broad-based Black Economic
Empowerment (BBBEE) Act and came into effect in
January 2004. The primary purpose of the Charter
was to commit banks and banks and insurers to
ensure the transformation of the financial services
sector, to provide certain products and services
to lower income households and expand credit
to key socio-economic groups as well as critical
infrastructure.

The listing, which launched in December 2018,
was well over-subscribed and resulted in TUHF
securing funding at a weighted average rate
of JIBAR plus 2.52% (70 basis points lower
than the funding secured under the DMTN
programme). It further brought in three additional
investors, who had not previously lent to TUHF.56
TUHF’s CEO asserts that the success of the
securitisation issuance “left him speechless”.

The charter requires targeted investments by
means “debt financing of, or other form of credit
extension to, or equity in South African projects
in areas where gaps or backlogs in economic
development and job creation have not been
adequately addressed by financial institutions.”
Specifically, the Charter requires investment in
transformational infrastructure; projects in lowincome (monthly income of between R 1,500 and
R7,500) housing; and black SMEs. The FSC has been
aligned to the DTI’s B-BBEE Act Generic Codes and
target have been revised periodically.
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Nevertheless, TUHF’s management notes that
the securitisation approach is less flexible than
the bilateral lending approach and comes with its
own challenges. For example, the securitisation
framework prevents TUHF’s borrowers from using
an increase in their property values as a deposit
for a new building while such an approach was
acceptable under the bilateral framework. The
securitisation framework further requires a reevaluating of TUHF’s property every third year,
more frequently required than under the bilateral
framework.
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TUHF has had to adjust its processes and amend
its operating model to accommodate these
restrictions.57 TUHF approaches new projects
with these requirements in mind which impacts
on business decisions and the nature of projects
that TUHF puts together. TUHF has also had to rethink its “customer value proposition”, given the
fact that its customers are now more restricted in
terms of the types of assets that they can put up as
collateral, and consider new ways of retaining its
high-potential customers.58

2.5 THE REGULATORY CONTEXT
It is important to understand TUHF’s growth
and investment story within the context of the
regulatory framework which impacted directly
on investor behaviour. There are two important
regulatory interventions that increased the
availability of appropriate capital that TUHF and its
funders were able to access: The Financial Sector
Charter (FSC) and amendments to Regulation 28 of
the Pension Funds Act.

56
57
58

An important consequence of the FSC has been
to create pressure on banks and increase bank’s
willingness to fund entities like TUHF in pursuit of
their transformation targets.
In addition to the FSC, revisions to Regulation 28 of
the Pension Funds Act also played an important role
in enabling investors to utilise institutional monies
for investment in TUHF.
Regulation 28 gives effect to Section 36(1) (bB)
of the Pension Fund Act and limits the extent
to which retirement funds may be invested
in particular categories of assets. The main
purpose of Regulation 28 is to protect members’
retirement provision from the effects of poorly
diversified investment portfolios through limiting
the maximum exposure to more aggressive asset
classes. However, the revised Regulation 28 which
came into effect on 1 July 2011, not only introduced
new asset limits but also a requirement for funds to
consider Responsible Investment (RI) in investment
decisions. Importantly the Regulation set the
overall limit for alternative investments at 15% this includes hedge funds, private equity and other
investments such as the unlisted debt market.
While the overall volume of capital is not significant
in comparison to the total value of assets under
management across the institutions, the change to
Regulation 28 has had the effect of unlocking capital
for niche sector such as TUHF by making made such
investments more acceptable to the mainstream
investment management industry.

Interviews with TUHF management and Africa Frontier Capital. The identities of the three new investors could
not be disclosed.
Interviews with TUHF management and Africa Frontier Capital.
Interview with Paul Jackson.

2.6 OVERVIEW
The story of TUHF’s structural transformation from a not-for-profit entity into a private and then public
entity is also the story of TUHF’s evolving funding strategy. Indeed, since its inception, TUHF has developed
from an organisation primarily reliant on bilateral debt finance to a company interested in exploring a
diversity of funding types and sources. Figure 5 provides an overview of the evolution of TUHF’s funding
structure over the past 15 years.59

Figure 5: TUHF’s funding structure (2005 - 2019)
Source: Based on data from TUHF’s integrated annual reports (2005 to 2018). 2019 data sourced from interview with Paul
Jackson.

As illustrated in the graph above, TUHF’s current funding structure comprises of equity capital, debt capital
and grant funding. Each of these forms of funding are explored in further detail in the sub-sections that
follow.

2.7 EQUITY CAPITAL
The figure below provides an overview of TUHF’s shareholder structure, as at year-end 2018. As illustrated,
the two largest shareholders are TUHF NPC (32.85%) and the NHFC (32.65%). The Government Employees
Pension Fund (through their asset manager, the Public Investment Corporation) and Old Mutual Life
Assurance Company South Africa (through their asset manager, Futuregrowth) each have shareholding of
14.32%. TUHF NPC has the casting vote through a voting pool agreement in place with the NHFC.61

59
60
61

Funding structure refers to the mix of debt and equity that a company uses to finance its operations. This composition directly affects the risk and value of the associated business.
The figure does not reflect the debt raised through the securitisation programme, as this programme was only
launched in December 2018.
TUHF 2018. Integrated Annual Report. https://www.tuhf.co.za/investor-relations/#integrated-annual-reports/
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Figure 3 closely corresponds to the growth and investment narrative presented in Section 2. The introduction
of shareholder equity into TUHF’s funding structure in 2010 reflects TUHF’s transformation into a private
entity, while the introduction of debt channelled via the Domestic Medium Term Programme in 2017 marks
TUHF’s direct entry into the capital markets as a public entity.60 The inclusion of grant funding in TUHF’s
funding structure in 2015 corresponds to the ZAR 157.5 million (USD 12.3 million) grant provided by the
Jobs Fund, which was subsequently integrated into TUHF’s capital market programmes.
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Figure 6: TUHF shareholder analysis
Source: TUHF Integrated Annual Report 2018.

TUHF management considers TUHF Holdings Limited to be more than adequately capitalised. Indeed,
according to the credit loss model developed by them based on the Basel III requirements, 11.35% of
TUHF’s funding should be held in equity. At present, 18% of TUHF’s funding is held in equity, which supports
management’s view that TUHF is well capitalised.62
As outlined in Section 1, TUHF has built up a proven track record of commercial viability, consistently
achieving strong shareholder returns. As at year-end 2018, its five-year return on investment (ROI) was
15%, and its annual ROE was 16%.63 TUHF’s equity investors have expressed their satisfaction with both the
commercial returns (dividends and capital appreciation) and social impact returns (affordable housing units
developed and black entrepreneurs assisted) achieved by TUHF.64
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2.8 DEBT CAPITAL
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As TUHF is not a deposit-taking institution, its ability to grow its operations depends heavily on its ability to
access debt capital at appropriate interest rates.65 Debt capital therefore plays a key role in TUHF’s funding
structure. The figure below provides a summary of TUHF’s debt providers as at year-end 2018, 66 with the
three largest lenders (who also happen to be TUHF’s shareholders) highlighted in bold. Appendix E provides
a comprehensive overview of the debt provided to TUHF.

Figure 7: TUHF lender analysis
Source: Based on data from TUHF Integrated Annual Report 2018.
62
63
64
65
66

Interviews with TUHF management.
TUHF 2018. Integrated Annual Report.
Interviews with the NHFC and Futuregrowth.
TUHF 2018. Integrated Annual Report.
This does not include the additional three investors that were brought in through the securitisation programme.

Development finance and public sector
institutions
As previously noted, TUHF relied heavily on
bilateral debt funding from two local DFIs in its
early years, namely the NHFC and DBSA. Since
its establishment, the NHFC has provided TUHF
with eight iterations of debt finance to the value
of ZAR 585 million (USD 41.2 million). While the
initial finance provided by the NHFC to TUHF was
interest-free, and explicitly designed to stimulate
private sector investment in the affordable housing
market, levels of concessionality have decreased
over time.68
Interest on NHFC finance to TUHF has ranged
between prime minus 2% and prime plus 0.25%.
69
According to the NHFC, the organisation’s pricing
policy has changed over time in response to a
number of factors, including its own cost of funds
and cost of doing business, resulting in a “more
dynamic pricing regime compared to the past”. The
NHFC is now at the maximum limit of what it can
fund to any one entity.70
The DBSA facilities mirror those of the NHFC. TUHF
has received three allocations from the DBSA,
valued at ZAR 50 million (USD 7.1 million in 2007),
ZAR 100 million (USD 12.1 million in 2008), and ZAR
200 million (USD 27.3 million in 2010) respectively.
Interest on DBSA finance to TUHF has ranged
between prime minus 2% and prime minus 1%.71
The last time that the DBSA provided TUHF with
funding was in 2010.72 The DBSA has indicated that
67
68
69
70
71
72
73
74
75

76
77

it will not be providing TUHF with further funding as
housing is no longer one of its focus areas. TUHF has
indicated that discussions are underway in respect
of climate change which is DBSA’s new focus.73
In addition, between 2005 and 2008, TUHF took out
one loan from the National Urban Reconstruction
and Housing Agency (valued at ZAR 15 million
(USD 2.4 million in 2005)) and three loans from the
Gauteng Partnership Fund (valued at ZAR 2 million
(USD 295,000 in 2006), ZAR 15 million (USD 2.1
million in 2007) and ZAR 10 million (USD 1.2 million
in 2008) respectively). Interest on GPF funding has
ranged between prime minus 4.16% and prime
minus 2%. These facilities may only be vested in
equity funding projects.74
TUHF management notes that while it has
submitted numerous finance applications to the
international DFIs (including the Department for
International Development (DFID), Proparco, the
International Finance Corporation (IFC), and the
Netherlands Development Company (FMO)), it
has never successfully closed a deal in this regard.
This is because, on the one hand, South Africa
has deep and sophisticated capital markets that
are constrained by foreign exchange and foreign
investment restrictions, which results in an oversupply of “artificially cheap” local capital on a
globally adjusted level. At the same time, foreign
DFIs have to hedge out the foreign exchange risk
that comes with lending in foreign currency to
local companies, which increases the price of their
finance. 75 These factors combined prevent foreign
DFIs from lending senior debt competitively in the
South African context.76
Nevertheless, TUHF suggests that international
DFIs do potentially have a role to play in providing
mezzanine finance (see section 3.4 below for
an example of how TUHF has incorporated
mezzanine finance into its funding structure).77
Because mezzanine loans are subordinate to senior
debt in relation to the priority with which they
are repaid, mezzanine debt demands a higher

Bilateral finance is secured by the underlying assets (i.e. mortgages) acquired using the facilities in question.
Bilateral finance can further be disaggregated into term debt (with an approximately 10 year tenor) and warehouse debt (with an approximately 2 year tenor).
Interview with NHFC.
TUHF 2018. Integrated Annual Report.
Interview with NHFC.
TUHF 2018. Integrated Annual Report.
2005 to 2018 TUHF integrated annual reports.
Comment made by TUHF at workshop held in August 2019
2005 to 2018 TUHF integrated annual reports.
The case of Own Haven Housing Association is illustrative of the risk involved with foreign denominated debt.
During the period 2008 to 2011, Own Haven accessed Euro denominated loans at an average exchange rate
of ZAR 10 to the Euro. In the subsequent years the Rand devalued significantly (reaching ZAR 16,95 in 2015)
increasing own Haven’s the Euro liability and cost of finance by some 40%. This negatively impacted the group’s
solvency and liquidity positions and required the fire-sale of its Gonubie Palms and Lagoon View developments
while the remaining Euro denominated loan contracts were refinanced and converted to local currency loans.
Own Haven Housing Association Annual Report 2020-2015.
Interview with Paul Jackson.
Mezzanine financing is the part of a company’s capital that exists between senior debt and common equity as
either subordinated debt, preferred equity or a combination of the two.
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As outlined in the previous section, TUHF has
engaged primarily with three types of debt finance,
namely (1) bilateral (on-balance sheet) lending,67 (2)
the DMTN programme, and (3) the securitisation
programme. TUHF’s providers of debt capital
include (a) development finance and public sector
institutions, (b) commercial banks, and (c) asset
managers. Each of these categories of lenders is
explored in further detail in the sub-sections that
follow.
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yield than senior debt. International DFIs, which
are often quite “blunt” with the pricing of their
instruments (i.e. they do not notably increase the
price of mezzanine debt relative to senior debt), are
therefore, more likely to be able to meaningfully
participate at this level. 78
TUHF, however, notes that even at the mezzanine
level, international DFIs tend to have a minimum
investment threshold or “ticket-size”,79 below
which they will not lend. This minimum threshold is
often much higher than the amount of mezzanine
funding that TUHF is looking for. As a result,
TUHF is still struggling to find a way to establish a
meaningful borrower-lender relationship with the
foreign DFIs.80
Commercial banks
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Only two commercial banks have engaged in
bilateral loan agreements with TUHF, namely
Standard Bank and Nedbank. Between 2006 and
2013, Standard Bank provided TUHF with four
loans valued at ZAR 40 million (USD 5.9 million in
2006), ZAR 110 million (USD 15.5 million in 2007),
ZAR 60 million (USD 7.3 million in 2008) and ZAR
20 million (USD 2.1 million in 2013) respectively.81
TUHF still has ZAR 31.7 million (USD 2.2 million)
of outstanding debt with Standard Bank, which is
priced at prime minus 0.8%.82
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Nedbank provided TUHF with finance for the first
time in 2017. This finance came in the form of a ZAR
100 million (USD 7.5 million) bilateral loan, priced
at prime.83 It is interesting to note that Nedbank
only agreed to provide TUHF with finance once
TUHF had established a twelve-year track-record of
profitable operations (largely thanks to the financial
assistance initially provided by the local DFIs).
TUHF management describe commercial banks
as “fickle,” saying that they cannot be relied upon
for long-term relationships – even after a viable
business model is demonstrated. This is because
the commercial property finance divisions of
banks struggle to understand the concept of
financing another financier and therefore end up
focusing on the properties underlying the business.
However, their credit committees are socially and
economically distant from the affordable housing
market in inner cities and do not understand or trust
it.
78
79
80
81
82
83
84
85
86
87

While certain commercial banks have cited plans
to go into direct competition with TUHF, TUHF’s
experience is that this is “more talk than action”.84 In
practise, commercial banks have proved unwilling
to finance first-time entrepreneurs operating in the
inner-city affordable housing space and have not
developed products tailored to the lower end of the
market. However, commercial banks do sometimes
refinance loans that TUHF has provided at a lower
rate – once TUHF’s customers have demonstrated
their ability to service the debt. The impact of this
is that TUHF ends up losing its more established
customers.85
TUHF will no longer look to commercial banks for
bilateral term debt (i.e. debt with a tenor of around
10 years) from the banks’ commercial property
finance divisions, which have traditionally financed
commercial property directly. Rather its focus will be
on securing warehouse debt (i.e. debt with a tenor
of around 2 years) from the structured finance and
corporate finance divisions of commercial banks,
which specialise in financing financiers and are
therefore less concerned with trying to understand
the underlying property markets.
Asset managers
Since its establishment, TUHF has succeeded
in securing debt finance from a diversity of
asset managers, namely Futuregrowth Asset
Management, Cadiz Asset Management, Mergence
Investment Managers, Atlantic Asset Management,
the Public Investment Corporation, Stanlib Asset
Management, Sanlam Asset Management, Rand
Merchant Investment Holdings, and Ashburton
Investments.
TUHF’s strongest and most strategic partner has
been Futuregrowth, a highly resourced market
leader in the asset management space with strong
due diligence capabilities.86 Futuregrowth provided
TUHF with its first loan in 2007, when TUHF was still
a not-for-profit company, supporting TUHF’s evolution into a fully commercial operation.87 In contrast,
Cadiz, the PIC, and Stanlib only began financing
TUHF once it had converted into a private company
in 2009 and had established an initial track record.
It was TUHF’s transformation into a public company
with listed debt in 2015 that finally brought Atlantic, Mergence, Rand Merchant Bank and Sanlam on
board.

Interview with Paul Jackson.
Ticket size refers to the amount invested by a venture capitalist into a company.
Interview with Paul Jackson.
2005 to 2018 TUHF integrated annual reports.
TUHF 2018. Integrated Annual Report.
TUHF 2018. Integrated Annual Report.
Interview with Jill Strelitz.
Interview with Jill Strelitz.
Interviews with TUHF management.
Interview with Futuregrowth

The asset managers can be disaggregated
according to the following categories: (1) those
that have internal due diligence capacity (e.g.
Futuregrowth and Ashburton) versus those that do
not; (2) those that require their investment targets
to be rated (e.g. Prudential and Sanlam) versus
those that do not; and (3) those that require their
investment targets to be listed versus those that do
not. TUHF has found that asset managers with less
due diligence capacity generally require their debt
to be rated with at least an AA – rating. Many asset
managers also prefer for the debt to be listed as this
provides the debt with a veneer of liquidity (i.e. it
can be bought and sold).
Furthermore, while some asset managers are purely
commercially orientated, others have an impact
investment mandate (often as signatories to the
PRI and endorsers of CRISA as noted previously).
In the case of the latter, asset managers lend funds
to companies with the intention of realising both
financial and social impact returns. These funds
are marketed to pension and provident funds who
invest in them. In such a case, asset managers
report to their clients both in terms of the return
and the impact that they enabled. According to
asset managers operating in this space, TUHF
“successfully combines a financial focus with a
developmental focus” and is therefore an ideal
organisation for this type of investment.90
TUHF management notes the enormous amount of
time and effort required to get the asset managers
interested in meaningfully investing in its products.
One reason for this is that TUHF’s products (i.e.
mortgage loans) are long-term in nature. TUHF has
needed to build a track-record of over 10 years of
experience in order to demonstrate that its book
performs well. The second issue is critical mass: the
88
89
90
91
92
93
94

asset management sector has only recently started
taking TUHF seriously as its assets approached the
ZAR 3 billion (USD 211.5 million) mark.
Over the past year, TUHF’s public profile has risen
and the company has gained significant traction
with the asset managers. While last year TUHF
only succeeded in raising ZAR 505 million (USD
38.1 million) from the asset management sector,
this year it anticipates ZAR 805 million (USD 56.8
million) in disbursement. According to Paul Jackson,
TUHF’s CEO, “it feels like it has taken ten years to be
an overnight success.”91

2.9 GRANT FUNDING
In 2014, TUHF received a ZAR 157.5 million (USD
14.5 million) grant from the Jobs Fund. The Jobs
Fund is a ZAR 9 billion (USD 634.5 million) fund
established by the South African Government to
encourage innovation and give greater impetus to
initiatives with potential to generate sustainable
employment. The Fund aims to catalyse innovation
in job creation through structured partnerships with
the private and public sectors, as well as NPOs by
awarding once-off grants to organisations through
a competitive process. The objective of the grant
was to attract further lenders to TUHF by providing
more security to TUHF’s loan book (explored further
below).92
In 2016/17, ZAR 70 million (USD 5.3 million) of the
Jobs Fund grant was incorporated into the senior
debt DMTN structure as a credit enhancement
mechanism. Towards the end of 2018, a further
ZAR 50 million (USD 3.8 million) was incorporated
into the securitisation funding structure, together
with three other categories of notes. In both
cases, the grant funding took on the position
of first-loss capital (equivalent to equity),93
thereby enhancing the security (and decreasing
the risk) of the mezzanine and senior debt.94
This allowed the senior debt to obtain a better rating
than it otherwise would have, which in turn reduced
the price at which the senior debt was issued.

TUHF 2018. Integrated Annual Report.
Interviews with TUHF management.
Interview with Ashburton.
Interview with Paul Jackson.
National Treasury, 2019. On-lending for job creation in a low growth environment: the case of TUHF Limited.
The Jobs Fund Learning Series.
First loss capital refers to socially- and environmentally-driven credit enhancement provided by an investor or
grant-maker who agrees to bear first losses in an investment to catalyze the participation of co-investors that
otherwise would not have entered the deal.
Interview with Paul Jackson.
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The finance secured from assets managers has
come through all three of the debt capital raising
channels employed by TUHF. Approximately ZAR
1.8 billion (USD 126.9 million) is bilateral finance secured at interest rates ranging between prime less
2% and prime plus 0.5%. ZAR 280 million (USD 19.7
million) is debt finance raised through the DMTN
programme at the three-month JIBAR plus a margin
of 3.25%.88 ZAR 450 million (USD 31.7 million) has
been raised through the securitisation programme
in 2018/19 at the three-month JIBAR plus a weighted average margin of 2.52%.89
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Figure 8: Use of the Jobs Fund grant as a credit enhancement mechanism
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The guarantees and security implicit in the Jobs
Fund injection into TUHF made it possible for
TUHF to raise debt financing in the order of ZAR
730 million (USD 51.5 million), at rates considerably
more favourable than those that TUHF had hitherto
been able to negotiate.95 Going forward, the
remaining ZAR 37.5 million (USD 2.6 million) of
the grant will likely be incorporated into a further
note issue or new structure. It is envisioned that
as TUHF’s reputation and track-record grows and
develops, the levels of required enhancement will
continue to decrease.96
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TUHF NPC has also made use of grant funding
in the context of the Intuthuko Equity Fund and
uMaStandi programme, both of which are notfor-profit efforts to stimulate access to capital for
emerging entrepreneurs in inner city and backyard
rental (see Appendix C for further details). The
Intuthuko Equity Fund was launched in 2004
through a ZAR 2 million (USD 310,100) capital
injection from the Gauteng Partnership Fund
(GPF). 97 In 2017, the National Treasury’s Jobs Fund
provided a further ZAR 100 million (USD 7.5 million)
in grant money to the Intuthuko Equity Fund and
uMaStandi programme.98

3 CONCLUSIONS AND
LESSONS LEARNT
3.1 UNPACKING TUHF’S STRATEGY
FOR SUCCESS
TUHF’s achievements are significant. It has been
operating for 15 years and has established five offices in Johannesburg, Durban, Port Elizabeth, Cape
Town and Bloemfontein. These offices are operational in 94 suburbs. To date TUHF has financed
the development of 38,770 rental units, in 598
buildings. A total of 285 entrepreneurs have been
financed. TUHF’s loan book is R2,7 billion and has
seen a 12% year on year average growth over the
last five years. TUHF’s operating profit in 2018 was
R148 million.99
The story of TUHF’s success is the story of a company’s commitment, entrepreneurial insight and
responsiveness to its evolving needs. TUHF’s ability
to modify its business model and financial strategy
to align with its funding needs is a prime example of
a business that recognises what it needs to succeed
and knows how to go about getting it - by adapting
and repositioning itself to take advantage of market practices in such a way as to best serve its own
interests and in so doing achieve its mandate.
•

95
96
97
98
99

While TUHF’s key stakeholders and strategic
partners were initially organisations with
a strong developmental mandate; these
have overtime expanded to include entities

National Treasury, 2019. On-lending for job creation in a low growth environment: the case of TUHF Limited. The Jobs Fund
Learning Series. http://www.jobsfund.org.za/docs/JF%20Learning%20Series%20No.2%20MAR%202019%20TUHF%20FINAL.
pdf
Interviews with TUHF management.
Gauteng Partnership Fund website.
TUHF 2018. Integrated Annual Report.

TUHF 2018. Integrated Annual Report. Number of rental units developed provided directly by TUHF September
2019.

•

•

In terms of its sources of debt capital, while
TUHF was initially heavily reliant on bilateral
debt finance from local development finance
institutions to fund its operations, this has
changed and diversified. Indeed, TUHF’s debt
providers now include both commercial banks
and asset managers, while the types of debt
finance available now include medium-term
notes and securitised debt.

3.2 UNDERSTANDING THE
FINANCIAL AND CAPITAL MARKETS
TUHF has spent 15 years engaging with South
Africa’s commercial banks, asset managers and
capital market stakeholders. TUHF’s experience
offers valuable insights regarding the conditions
that need to be met in order to secure finance from
the various market players.
The asset management industry
•

To attract finance from the asset management
industry, TUHF needed to demonstrate
the viability of its risk-reward profile as an
investment target. This was a challenge in
the context of the inner-city housing market as
this market has traditionally been perceived to
be high risk. TUHF therefore initially targeted
asset managers with an impact investment
mandate, as such investors consider social
returns alongside commercial returns when
undertaking this calculation. Once it had
established a solid track-record, TUHF was
able to leverage its achievements to target
more conservative asset managers with purely
commercial mandates.

•

TUHF has learnt that different asset managers
have different requirements regarding the
products in which they invest. For example,
some asset managers require their investment
targets to be rated and/or listed, while other
asset managers do not. TUHF has responded
to these diverse requirements by constructing
a box of products / bespoke solutions (e.g.
bilateral debt and securitised debt) that meet
the diversity of needs.

In terms of company and funding structure,
TUHF was willing to make the leap from a notfor-profit company, to a private company, and
eventually to a public company in response to
the evolving profile of its funders and growing
funding needs. It was also willing to adjust
the ratio of its grant, equity and debt funding
overtime in a manner that met financier and
investor requirements.

TUHF’s hybrid funding structure, which combines
concessional, non-concessional and grant funding
from a diversity of public and private institutions,
can best be interpreted in terms of a “blended
finance” paradigm and approach. This refers to the
catalytic use of developmental sources of finance in
conjunction with commercial sources of finance, in
a manner that demonstrates project viability and
accelerates market evolution.100
The blended finance approach can be observed in
the way TUHF not only combines development
and commercial finance, but also leverages
developmental sources of finance to mobilise
additional commercial sources of finance. Indeed,
in its early years,TUHF strategically drew upon NHFC
and DBSA finance to establish a preliminary track
record and demonstrate the viability of its business
model. It then leveraged these achievements to
secure funding from the commercial banks and
asset managers. This commercial funding was,
in turn, used to establish TUHF’s long-term track
record and achieve critical mass.
Similarly, TUHF made creative use of its legacy, in
combination with public sector grant funding, to
support its entry into the capital markets. TUHF
succeeded in leveraging public funding through
National Treasury’s Jobs Fund programme in a
manner that enabled TUHF to systematically
access the capital markets in new ways and to
increase its lending programme. This had the effect
of sparking the capital markets’ interest in the inner
city. TUHF therefore serves as a good example of
blended finance in practise.

Capital market issuances
•

TUHF’s experience has shown that a key
factor in achieving a successful issuance is the
network, expertise and public profile of the
debt arranger who takes you to market. In
the context of TUHF’s 2018 mortgage-backed
security issuance, Africa Frontier Capital and
PwC Corporate Finance demonstrated their
ability to develop strong investor relations and
navigate the complexities of the ratings agency
methodology, capital markets and treasury
management. This played an important role
in securing TUHF a good rating and attracting
sufficient, well-priced debt.

•

DMTN and securitisation frameworks come
with certain compliance and risk profile
requirements. The way in which a company
raises money will thus have implications for
the way in which it does business. In this
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with commercial, as well as developmental
mandates. Building on past success, TUHF is
likely to bring on-board investors and partners
with an increasingly commercial focus.
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context, TUHF has learnt the importance of
being flexible enough to adjust its operations in
response to its evolving funding strategy.
Commercial banks
•

•

TUHF’s experience is that establishing longterm lending relationships with commercial
banks is incredibly challenging. Historically,
banks have been wary of the affordable housing
market, while their commercial property
finance divisions have struggled to understand
the concept of financing another financier in
this context.
In recent years, TUHF has experienced
increasing pressure from banks in the form of
competition for its more established clients.
While this constitutes a significant challenge
for TUHF it also serves as testament to the
ultimate success of TUHF, which has played a
key role in turning affordable housing into a
mainstream asset class.

3.3 ACHIEVING TUHF’S TEN
BILLION RAND VISION
As highlighted in the introduction to this case
study, TUHF’s long-term vision is to achieve a ZAR
10 billion (USD 705 million) book. This vision will
need the support of a long-term finance strategy
for securing debt and equity capital:
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Diversified and well-priced debt capital is key
to achieving net book growth, which in turn is
imperative for achieving impact through scale.
With this in mind, TUHF plans to continue
growing its bilateral loan facilities, while also
moving towards a third listing through the
securitisation route and refinancing the DMTN
(which is due in January 2020). TUHF is looking
to increase the amount of listed debt that it
holds, as a proportion of total funding, from
about 20 percent to at least 60 percent.101

•

From an equity perspective, TUHF is looking for
additional shareholders with depth market
capacity. There is a sense that to sustainably
transition from a small to medium company,
TUHF needs more commercially minded equity
providers.

•

In order to attract such investors, TUHF will
first need to strengthen its business and
IT architecture. This will require enhancing
TUHF’s
governance
structure,
further
developing its Treasury team, and upgrading
its IT systems.

101 Interview with Paul Jackson.
102 Interviews with Ashburton, Stanlib and Futuregrowth.

In the context of its ZAR 10 billion (USD 705 million)
vision, safeguarding those aspects of its business
and operating model that have been so key to its
success will be a key challenge for TUHF. To date,
TUHF’s success has largely been the result of the
deep commitment, entrepreneurial insight and
context-specific knowledge of a few key individuals
within the organisation.
TUHF’s investors note that “succession and the
transfer of knowledge is a key issue” as the company
is currently heavily reliant on the expertise and
experience of its CEO.102 TUHF will therefore need
to expand its resource base and structures while
maintaining its competitive advantage in the
context of rapid growth.

3.4 REPLICATING TUHF’S
APPROACH IN OTHER AFRICAN
CITIES
When considering the application of TUHF’s
business model and investment approach in other
African cities, it is important to highlight the key
influencing factors at: (1) the housing market level,
(2) the financial and capital market level, and (3)
the company level. These factors are unpacked in
further detail below.
Housing market factors
The housing market context plays a critical role in
determining the viability of a business model such
as the one employed by TUHF. The following factors
are particularly relevant:
•

Built environment context: TUHF leverages
latent capital in the form of existing and
undervalued inner-city building stock and
infrastructure in support of its business model.
The availability of significant existing building
stock as well as functional roads and services is
therefore key.

•

Demographic context: The influx of low to
middle income individuals into South Africa’s
cities over the past 20 years has created a
market for affordable and well-located housing
units for rental. It is upon this market demand
that TUHF has built its business model.

•

Institutional context: TUHF’s business model
has been supported by South Africa’s robust
legal, policy and regulatory framework that
promotes mortgage lending and a sectional
title system. The widespread understanding
and acceptance of a title deed system in South
Africa has also been essential for the feasibility
of TUHF’s approach.

Business-specific factors

To become sustainable, TUHF needed to access
debt at commercial (non-concessionary) rates and
on-lend that debt at commercial rates. Functional
financial and capital markets have a key role to play
in this context. In particular:

TUHF’s success comes down to its business model
and method of operating. Replicating TUHF’s
success thus requires understanding TUHF’s unique
qualities:

•

The existence of strong asset managers
and a functional stock-exchange has been
key to supporting TUHF’s growth strategy.
Asset managers and institutional investors
increase the pool of available capital, while
the stock exchange introduces liquidity and
standardisation to the capital raising process.

•

There is need for robust and well-capitalised
financial institutions. Such institutions should
be comfortable enough with the affordable
housing sector to be willing to finance an
affordable housing finance intermediary, but
not comfortable enough to directly finance
the affordable housing sector themselves. The
latter case would put commercial banks, who
have direct access to affordable deposits, in
direct competition with a non-deposit-taking
finance intermediary such as TUHF. Where
exactly the “sweet spot” lies is a topic worthy
of further exploration.

In the context of weak financial and capital markets,
the following is noted:
•

•

In the short-term, businesses such as
TUHF could potentially access and rely on
developmental sources of finance (e.g.
DFIs and public sector agencies) to fund their
business model and demonstrate business
model viability. Such a strategy, however,
would probably not be effective in achieving
sustainable growth and reaching scale.
In the medium to long-term, such businesses
would need to be able to borrow from
international capital markets at international
rates and on-lend profitably and sustainably.
This will only be possible in the context of
affordable housing markets that can support
relatively higher levels of rent, (which in turn
will be dependent on the level of supply of and
effective demand for affordable housing units).

•

TUHF’s has a very strong context-specific
knowledge of the housing market, which
is essential to its success. This refers to the
company’s insight into the local property
market, in-depth understanding of local
dynamics, and strong connection to local
government. On-the-ground presence is key in
this regard.

•

TUHF targets a niche market segment that is
not yet properly serviced by commercial banks.
TUHF’s strong targeting and ability to engage
with new kinds of borrowers is critical in this
regard. TUHF-like businesses are unlikely to
ever be able to directly compete with the
commercial banks on a cost of financing basis.

•

In order to attract commercial finance, TUHF
has built-up and demonstrated a professional
and successful operational track-record.103 In
the context of securing finance from impact
investors, TUHF has further proved and clearly
communicated its track record in achieving
social returns.

•

TUHF has learnt that critical mass is key
when it comes to raising money on the capital
markets. This refers to the total value of a
business’s existing assets (or in this case, loan
book).

•

Finally, TUHF has demonstrated the
importance of being be able to respond flexibly
to different and changing circumstances.
For businesses looking to apply a TUHF-like
model, this may refer to the ability to adapt
one’s business model to different housing /
institutional contexts (e.g. markets in which
leasing structure predominate), and/or design
bespoke solutions and products for investors
with different investment target requirements.

103 The top seven commercial indicators in this regard are: (1) return on equity, (2) cost to income ratio, (3) net
interest margin, (4) total capital impaired, (5) risk rated assets ratio. (6) debt capital ratio, and (7) debt service
cover ratio.
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6 APPENDICES
6.1 GLOSSARY OF TERMS
Asset management

Asset management refers to the professional management of people
and companies’ wealth and investments.

Basel III

Basel III an internationally agreed comprehensive set of reform
measures developed by the Basel Committee on Banking Supervision
(BCBS), to strengthen the regulation, supervision and risk management
of the banking sector. The Basel III framework introduces more stringent
capital and liquidity requirements for commercial banks.

Bilateral finance

Bilateral finance is on-balance sheet debt, secured by the underlying
assets (i.e. mortgages) acquired using the facilities in question.

Blended finance

Blended finance refers to the strategic use of development finance for
the mobilisation of additional commercial finance towards sustainable
development in developing countries.

Bridging finance

Bridge financing is an interim financing option used by companies and
other entities to solidify their short-term position until a long-term
financing option can be arranged.

Code for Responsible CRISA gives guidance on how the institutional investor should execute
Investing in South Africa investment analysis and investment activities and exercise rights so as
(CRISA)
to promote sound governance. At the heart of CRISA is the recognition
of the importance of integrating sustainability issues, including ESG,
into long-term investment strategies.
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Domestic medium-term A DMTN is a debt instrument for raising medium-term debt finance (i.e.
note (DMTN) issuance
debt with a maturity ranging between one year and ten years) through
the Johannesburg Stock Exchange (JSE)
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Debt capital

Debt capital is the capital that a business raises by taking out a loan or
issuing debt instruments on the capital markets. It is normally repaid at
some future date. Legally, the interest on debt capital must be repaid in
full before any dividends are paid to any suppliers of equity.

Equity capital

Equity capital is funds paid into a business by investors in exchange
for shareholding. It represents the risk capital staked by the owners
through purchase of a company’s common stock.

First loss capital

First loss capital refers to socially- and environmentally-driven credit
enhancement provided by an investor or grant-maker who agrees to
bear first losses in an investment in order to catalyse the participation
of co-investors that otherwise would not have entered the deal.

Funding structure

Funding structure refers to the mix of debt and equity that a company
uses to finance its operations. This composition directly affects the risk
and value of the associated business.

Grant funding

Grants are non-repayable funds given by one party (grant makers),
often a government department, corporation, foundation or trust,
to a recipient, often (but not always) a non-profit entity, educational
institution, business or an individual.

Hijacked buildings

Hijacked buildings, also referred to as “bad buildings”, are abandoned
buildings that have been taken over by slumlords. These slumlords
charge rent to low income people in need of accommodation, often
without providing basic building services.

Impact investor

Impact investors invest in companies or organizations with the intent to
contribute to measurable positive social, economic and environmental
impact while simultaneously achieving financial returns.

Johannesburg Interbank JIBAR is the money market rate, used in South Africa. It is calculated as
Average Rate (JIBAR)
the average interest rate at which banks buy and sell money. The rate
comes in one-month, three-month, six-month, and 12-month discount
terms.
Long-term debt finance

Long term debt is any amount of outstanding debt a company holds
that has a maturity of 12 months or longer. It is classified as a noncurrent liability on the company’s balance sheet.

Mezzanine finance

Mezzanine financing is the part of a company’s capital that exists
between senior debt and common equity as either subordinated debt,
preferred equity or a combination of the two. Mezzanine loans are
subordinate to senior debt in relation to the priority with which they
are repaid, and therefore mezzanine debt demands a higher yield than
senior debt.

Principles for Responsible The PRI is a set of principles based on the notion that environmental,
Investment (PRI)
social and governance (ESG) issues can affect the performance of
investment portfolios and should therefore be considered alongside
more traditional financial factors if investors are to properly fulfil their
fiduciary duty.
Return on Equity (ROE)

Return on equity is a measure of profitability that calculates how many
dollars of profit a company generates with each dollar of shareholders’
equity.

Return on Investment Return on Investment is a performance measure used to evaluate the
(ROI)
efficiency of an investment. ROI tries to directly measure the amount
of return on a particular investment, relative to the investment’s cost.

Securitisation

Securitisation refers to the conversion of an asset, especially a loan,
into marketable securities, typically for the purpose of raising cash by
selling them to other investors.

Ticket size

Ticket size refers to the amount invested by an investor (often a venture
capitalist) into a company.

Warehouse debt

Warehouse lending is a line of credit given to a loan originator. The
funds are used to pay for a mortgage that a borrower uses to purchase
property. The life of the loan generally extends from its origination to
the time it is sold on the secondary market either directly or through
securitization.
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Section 21 (not for profit) Section 21 companies resemble business oriented (for profit)
entity
companies in their legal structure, but do not have a share capital and
cannot distribute shares or pay dividends to their members.
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6.2 APPENDIX A – THE SOUTH
AFRICAN HOUSING CONTEXT
In 2011 there were approximately 14,5 million
households living in South Africa. Of these 76
percent were living in formal accommodation of
which 43 percent is owned and 33 percent is rented.
Of all household’s 13 percent are living in poor
housing conditions comprising 8 percent or 1,25
million households in informal settlements and 5
percent or 713,000 households in informal backyard
dwellings.104
In total the rental sector in 2016 comprises 4,47
million households including both formal and
backyard rental. The formal rental sector is generally
one fifth of the housing market ranging from 25
percent in 2001 to 21 percent in 2016. On the basis
of the 2016 Census 3,6 million households occupy
formal rental accommodation. The backyard rental
sector has comprised 5 percent of the housing
market consistently over the period (2001 to 2016).
However, the number of households has grown
with just under one million households (919,000)
occupying this form of accommodation in 2016.105
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Housing delivery has been a major focus of
government since 1994. South Africa’s housing
policy from 1994 comprised the state acting as a
facilitator and the private sector, using subsidies
granted by national government, delivering titled
sites, services and a basic structure free of charge
to the poorest households (below R3,500). In
addition, rental units were provided for but to a
lesser extent.106
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As a result of this policy, Government’s 20-year
review (1994 to 2014) reported that 3,7 million
subsidised housing opportunities were created,
which is a remarkable achievement. However, the
review found that due to the land intensive nature
of the housing typology, many of the houses
developed were poorly located, of poor quality and

104
105
106
107
108
109

far from social and economic amenities. Many of
the sprawling residential areas developed were in
essence marginalised ghettos inhabited solely by
the urban poor that exacerbated social and spatial
inequality in cities107.In addition, over time housing
delivery shifted from being private sector driven
to relying increasingly on government capacity to
deliver. Budget and capacity constraints and an
increase over time in the ‘norms and standards’ of
the classic subsidy house resulted in a decrease in
the number of units produced.108
A 2014 study published by the Financial and
Fiscal Commission (FFC)109 predicts that South
Africa will experience a steady, continuing shift
from ownership to rental as the preferred form of
housing tenure. This is supported by existing CAHF
research, which finds that the broad proliferation of
small-scale landlordism, the building of new rental
accommodation, conversion to rental, rooms for
rent in formal houses and backyard rental strongly
indicates an increased demand for rental housing,
particularly accommodation among low- to middleincome households. The research suggests that the
country has a severe under-supply of affordable
rental accommodation in relation to demand and
notes that, in response, delivery of rental housing
by the private sector has rapidly escalated in recent
years.
South Africa’s rental sector comprises a number
of different rental sub-markets. Each sub-market
has its own demand and supply characteristics
and funding sources. TUHF focuses specifically on
private sector delivery for the affordable rental submarket.

StatsSA, 2011. SA Census.
StatsSA, 2016. Community Survey.
Ballard R and Rubin M, 2018. Megaprojects to deliver houses in South Africa might not work. Available at: https://mg.co.za/.
Ballard R and Rubin M, 2018. Megaprojects to deliver houses in South Africa might not work. Available at: https://mg.co.za/.
Ballard R and Rubin M, 2018. Megaprojects to deliver houses in South Africa might not work. Available at: https://mg.co.za/.
Financial and Fiscal Commission, 2014. Understanding Housing Demand in South Africa.

Table 2: Rental sub-markets in South Africa
Sub-market/ type
Social Housing

Description
Rental for low to
medium income
households at a level
of scale and built
form which requires
institutionalised
management

Supply
Characteristics

Demand
Characteristics

Provided by Social
Households within
Housing Institutions the income range of
(SHI’s) or other
R5,500 to R15,000
delivery agents in
approved projects
with the benefit of
public funding

Funding
Consolidated
Capital Grant as
allocated by the
Social Housing
Regulatory
Authority (SHRA)
Equity from SHI/
private developer
Bridging loans
from a financial
institution

Backyard rental

Flats or rooms built
in the backyard of an
existing property in
well-located areas.
Can be both formal or
informal

Household landlord

All households

No public funding
support
Private savings
Personal loans
Short term
unsecured loans
Mortgages
TUHF loans

Affordable private
rental

Rental units developed
and managed by
the private sector
comprising one to
three bedroom flats

Small private
landlords

Households with
No public funding
incomes of R7,500 to support.
R15,000
TUHF loans
Private savings

Short term loans
Mortgages
Private rental

Medium to high rise
rental units developed
and managed by the
private sector

Private corporate
landlords

Households with
Private equity
incomes of R15,000+ and loans from
commercial
financial
institutions.

Source: Adapted from Department of Planning, Monitoring and Evaluation, Impact and Implementation Evaluation of the Social Housing
Programme, Literature Review, January 2015.
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6.3 APPENDIX B – TUHF’S THEORY OF CHANGE
TUHF’s theory of change is shown diagrammatically in Figure 9.

Figure 9 : TUHF Theory of Change
Source: Document provided by TUHF, 2019.

6.4 APPENDIX C – TUHF’S GROUP STRUCTURE
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The TUHF group (represented by TUHF NPC) consists of four entities, namely:
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1.

Intuthuko (Pty) Ltd, a provider of equity finance to previously disadvantaged, first time property
investors. TUHF NPC established the Inthuthuko Equity Fund (IEF) in 2005 in partnership with the
Gauteng Partnership Fund (GPF). The Fund acts as a partner by contributing to the deposit or equity
necessary for loan approval of a business in the residential property sector. Interested entrepreneurs
are required to contribute a portion of the financing which is matched by the IEF. All funds for this
product are provided by the GPF

2.

uMaStandi, a township based rental housing business. TUHF NPC established uMaStand in 2017.
Using their property as security, township property owners can access an upfront mortgage loan
from uMaStandi. This loan is used to build between four and eight rental rooms with access to proper
toilets, showers and cooking facilities on their property. Clients can pay off this loan over an agreed
period using the income from rentals. The programme is supported by training and mentoring aimed
at teaching entrepreneurs how to manage their rental businesses profitably.

3.

TUHF Properties (Pty) Ltd, an entity that purchases properties for on-selling to entrepreneurs under
deferred sale agreements, and

4. TUHF Holding (Pty) Ltd, TUHF NPC’s equity holding company and the focus of this case study. TUHF
NPC has a 32,85% shareholding in TUHF Holdings (Pty) Ltd. TUHF Holdings itself consists of (1) TUHF
Equity (Pty) Ltd, (2) TUHF Bridge Ptd Ltd, and (3) TUHF Limited.
TUHF’s current group structure is shown in the figure below.

Figure 10: TUHF Group Structure
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Source: TUHF 2018, Integrated Annual Report
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6.5 APPENDIX D – TUHF’S FOOTPRINT
TUHF currently has five offices across South Africa in Johannesburg, Durban, Port Elizabeth, Cape Town and
Bloemfontein. These offices also serve inner cities in the surrounding areas such as Pretoria, Pietermaritzburg, Pinetown, Uitenhage and East London. An overview of the extent of TUHF’s footprint is shown in the
table below.
Table 3: TUHF offices and footprint (2018)
Office

Gauteng

Kwa-Zulu
Natal
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Eastern
Cape

15
30

No of years’
operating

No of units
being
serviced in
2018

16

10

8

20,140

1,192

646

Size of
loan book
ZAR mil in
2018

R2,330

R204

R103

No of
entrepreneurs
being assisted
in 2018

221

23

30

No of
employees in
2018

Areas financed

45

Joburg inner
city, Pretoria
CBD, Springs
CBD, Benoni &
Brakpan CBD,
Vanderbijlpark
CBD, Southern
Suburbs, Windsor
East and West,
Roodepoort,
Krugersdorp

9

Durban CBD,
Pietermartizburg
central, Pinetown
central

4

Port Elizabeth
central, Uitenhage,
East London
central

Western
Cape

4

151

R44

8

3

Voortrekker
Corridor from
Woodstock
to Belville,
Observatory, Salt
River, Rugby,
Ysterplaat,
Brooklyn

Free State

4

39

R16

3

2

Bloemfontein
Central

Total

-

22,168

R2,394

285

63

Source: TUHF 2018, Annual Report, p16

As is indicated in the table TUHF is currently servicing over 22,000 rental units. The 2018 Annual report indicates that TUHF’s operating profit is ZAR 148 million (USD 11.2 million).

6.6 APPENDIX E – TUHF’S DEBT PROVIDERS
Table 4: Debt provided by asset managers
Type of Debt
Capital

Initial Loan
Size

Outstanding
Loan Amount
(2018)

Interest Rate

Final
repayment
date

Cadiz Asset Management

Bilateral loan

R50 000 000

R33 500 000

prime plus
0.25%

Jun-20

Cadiz Asset Management

Promissory note
(coupon)

R65 000 000

R65 600 000

prime

Jan-20

Futuregrowth Asset
Management

Bilateral loan

R100 000 000

R43 000 000

prime minus
0.9%

Feb-22

Futuregrowth Asset
Management

Bilateral loan

R250 000 000

R149 500 000

prime plus
0.5%

Jul-21

Futuregrowth Asset
Management

Bilateral loan

R300 000 000

R226 000 000

prime plus
0.2%.

Jan-24

Futuregrowth Asset
Management

Bilateral loan

R300 000 000

R156 100 000

prime plus
0.20%

Jul-25

Futuregrowth Asset
Management

Bilateral loan

R60 000 000

R52 600 000

prime plus
0.25%

Futuregrowth Asset
Management

Bilateral loan

R280 000 000

R281 400 000

prime plus
0.2%.

Futuregrowth Asset
Management

Bilateral loan

R100 000 000

R92 200 000

prime plus
0.4%

Feb-26

Futuregrowth Asset
Management

Domestic Medium
Term Note
Programme

R94 000 000

R95 700 000

three month
JIBAR plus
a margin of
3.25%

Jan-20

Mergence Investment
Managers

Bilateral loan

R11 000 000

R10 300 000

prime

Jul-30

Mergence Investment
Managers

Bilateral loan

R15 000 000

R11 400 000

prime less
0.5%

Jul-26

Mergence Investment
Managers

Domestic Medium
Term Note
Programme

R21 000 000

R21 400 000

three month
JIBAR plus
a margin of
3.25%

Jan-20

Novo Impact Fund

Bilateral loan

R5 000 000

R3 900 000

prime less 2%

May-22

Novo Impact Fund

Bilateral loan

R10 000 000

R760 000

Novo Impact Fund

Bilateral loan

R5 000 000

Public Investment
Corporation

Bilateral loan

R300 000 000

Rand Merchant Holdings

Domestic Medium
Term Note
Programme

Sanlam Asset
Management

Domestic Medium
Term Note
Programme

Stanlib Asset
Management

Bilateral loan

Stanlib Asset
Management

Domestic Medium
Term Note
Programme

Source: TUHF Integrated Annual Report 2018.

Table 5: Debt provided by commercial banks

prime rate
less 2%

Jul-24

R5 000 000

prime less 2%

Nov-19

R231 600 000

prime less 2%

Jun-27

R4 100 000

three month
JIBAR plus
a margin of
3.25%

Jan-20

R101 000 000

R102 900 000

three month
JIBAR plus
a margin of
3.25%

Jan-20

R10 000 000

R8 600 000

prime less
0.5%

R61 100 000

three month
JIBAR plus
a margin of
3.25%

R4 000 000

R60 000 000

Jan-20
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Institution

Nedbank
Standard
Bank

Type of Debt
Capital

Initial Loan
Size

Outstanding
Loan Amount
(2018)

Bilateral loan

R100 000 000

Bilateral loan

Interest Rate

Final
repayment date

R19 200 000

prime

Aug-22

R31 700 000

prime minus
0.8%

May-20

R150 000 000

Source: TUHF Integrated Annual Report 2018.

Table 6: Debt provided by development and public sector institutions
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Type of Debt
Capital

Development Bank
of South Africa

Bilateral loan

Development Bank
of South Africa

Bilateral loan

Development Bank
of South Africa

Bilateral loan

Gauteng Partnership
Fund

Bilateral loan

Gauteng Partnership
Fund

Bilateral loan

National Housing
Finance Corporation

Bilateral loan

National Housing
Finance Corporation

Bilateral loan

National Housing
Finance Corporation

Bilateral loan

National Housing
Finance Corporation

Bilateral loan

National Housing
Finance Corporation

Bilateral loan

National Housing
Finance Corporation

Bilateral loan

National Housing
Finance Corporation

Preference
shares

Source: TUHF Integrated Annual Report 2018.

Interest
Rate

Final
repayment
date

Initial Loan
Size

Outstanding Loan
Amount (2018)

R50 000 000

R19 900 000

prime
minus 2%

Sep-22

R100 000 000

R52 800 000

prime
minus 2%

Mar-23

R200 000 000

R123 300 000

prime
minus 1.0%

Dec-24

R8 000 000

R3 900 000

prime
minus
4.16%

R10 000 000

R11 700 000

prime less
2%

Sep-20

R200 000 000

R101 000 000

prime plus
0.25%

Mar-33

R50 000 000

R23 500 000

prime
minus 2%

Sep-24

R50 000 000

R32 700 000

prime
minus 2%

Apr-28

R100 000 000

R70 500 000

prime
minus 2%

Jul-28

R25 000 000

R15 400 000

prime
minus 2%

Jul-29

R120 000 000

R84 000 000

prime
minus 0.5%

Dec-25

R36 600 000

prime
less the
corporate
tax rate,
currently
6,72%

Dec-22

6.7 APPENDIX F – TUHF’S BORROWERS
Solly Ramalamula’s was originally a policeman. In 2012 with the assistance of TUHF he purchased
his first building namely Verena Court in Primrose. The purchase was financed with his policeman’s
pension and funding from TUHF.
The property comprises a block of flats with 18 one-and-a-half bedroom units, a house and two semidetached buildings, which total 18 rooms. The block of flats also has a small supermarket on the
ground floor. Take Shape employs an on-site caretaker and a cleaner to maintain the property, while
the family-run supermarket provides employment to four people. After purchasing Verena Court, Solly
repainted the inside and outside of the flats and made other minor changes to uplift the building.
The house and semi-detached buildings, however, needed major development. Solly installed access
control, as well as a gate with remote control for tenants who wish to park their cars on the property.

Source: TUHF, 2015. Annual Integrated Report and Take Shape website available
at: https://tsproperty.co.za/services/
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Also, in 2012 Solly established a Company called Take Shape. Take Shape recently bought the
Hollywood Centre building on the corner of Nugget and Helen Joseph streets in Johannesburg. Take
Shape also has established a property management service and manages over nine buildings in the
inner city of Johannesburg.

15
33

Bjala is an innovative social enterprise based in Jeppestown, Johannesburg that was founded in 2011
by JJ de Castro Maia. Bjala with funding from TUHF acquired buildings centred around a park and
Bjala Square became its flagship project.
Bjala Square has four stories for residential living and an extra two for community projects and
parking, as well as street-level retail space. Bjala completed 67 high quality, affordable housing units
as part of Phase 1 in 2012. The property now comprises 151 affordable housing units.

Case Study Series October 2019

In addition, Bjala has purchased an additional two buildings, one in Jeppestown and another in
Doornfontein. Bjala’s units are targeted at low-income earners and the company has a strong focus
on improving the quality of the surrounding environment of its buildings.

15
34

Source: TUHF, 2015. Annual Integrated Report and Bjala website available at: http://www.bjala.org/community

CAHF

Centre for Affordable Housing Finance

CJP

Central Johannesburg Partnership

CRISA

Code for Responsible Investing in South Africa

DBSA

Development Bank of South Africa

DFIs

Development finance institutions

DFID

Department for International Development of the United Kingdom

DMTN

Domestic medium-term note

FFC

Financial and Fiscal Commission

FMO

Netherlands Development Company

GPF

Gauteng Partnership Fund

GEPF

Government Employee’s Pension Fund

ICHUT

Inner-City Housing Upgrading Trust

IEF

Inthuthuko Equity Fund

IFC

International Finance Corporation

IUDF

Integrated Urban Development Framework

JIBAR

Johannesburg interbank average rate

JSE

Johannesburg Stock Exchange

SMME’s

Small, medium and micro enterprises

NDP

National Development Plan

NUHFT

National Urban Housing Finance Trust

NHFC

National Housing Finance Corp oration

NPC

Non profit company

NURHA

National Urban Reconstruction and Housing Agency

PRI

Principles for Responsible Investment

PIC

Public Investment Corporation

ROE

Return on equity

ROI

Return on investment

SPV

Special purpose vehicle

TPPE

TUHF Program for Property Entrepreneurs

TUHF

TUHF Holding (Pty) Limited

ZAR

South African Rand
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6.8 ACRONYMS
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About the Centre for
Affordable Housing Finance
in Africa (CAHF)

PREPARED WITH THE SUPPORT OF

The Centre for Affordable Housing Finance in Africa (CAHF)
is a not-for-profit company with a vision for an enabled
affordable housing finance system in countries throughout
Africa, where governments, business, and advocates
work together to provide a wide range of housing options
accessible to all. CAHF’s mission is to make Africa’s housing
finance markets work, with special attention on access to
housing finance for the poor. We pursue this mission through
the dissemination of research and market intelligence,
supporting cross-sector collaborations and a marketbased
approach. The overall goal of our work is to see an increase
of investment in affordable housing and housing finance
throughout Africa: more players and better products,with a
specific focus on the poor.

www.housingfinanceafrica.org

