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1. Strategic Direction

The Change Curve…Vision25

Bank wholesale approach 
2020

Status quo

change programme:

funding for change -
recapitalisation;

Repurpose; 

Reduce SLA exposure;

Enhanced Development 
mandate 

Transactional Bank 2025:

Banking the Full Client with technological 
capability (electronic banking, card facilities, 
life cover)

Supply chain partnerships for farming inputs 
and vehicles;

capability to control 100% land bank  loan 
book;

60/40 development: Commercial Book
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1. Strategic Direction

• Sustainable Land Bank 

• Business model aims ultimately to not depend on the state for funding.

• Use of land/transfer into the balance sheet of the LB

• R1 billion annual equity funding for development mandate

• Lower gearing levels (Less than 400% Net Debt to Equity)

• Focus on Development 

• Integrator Model – integrating a number of small holders into a value chain based business

• Off-Taker Model – start with the end in mind and then link contracts to black farmers

• E-commerce platform for subsistence farmers 

• Focus on client service

• Mega – > R50 million – Platinum clients ready or are banked by Commercial Banks

• Small – Medium – R1 - 49 million - Silver – Gold – Silver lining & development focus

• Subsistence Farmers – below R1 million - Bronze – Not Commercial. Pipeline & e-
commerce clientele
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1. Strategic Direction

The New Land Bank…Vision25
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1. Strategic Direction
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2. Executive Summary
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2. Executive Summary
Equity Injection Framework – Taking Stock of the Current Situation 
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2. Executive Summary
Key Considerations for Quantifying Optimal Equity Injection
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3. Introduction and Context

Land Bank is a strategically vital SoE in the economy and the agricultural development finance sector, 

in particular. 

o 29% of South Africa’s agricultural debt is financed through Land Bank.

➢ The Bank is a significant contributor to food security.

o In FY20 the Bank disbursed a total of R20.5bn in loans made of re-advancement / re-financing of loans

(R19.6bn), and new facilities (R900m) to support the agricultural sector.

➢ Applying the Development Impact Assessment Model (based on the latest available data related to

enterprise budgets and annual variations in employment and other related production costs) which is

only indicative of the potential direct, indirect and induced jobs created or maintained in the agricultural

and related sectors, the amount of R20.5bn invested in the sector contributed to the following

employment impacts:

▪ The total direct potential employment impact is significant at 119 940, most of this has, however,

been created in earlier years given the nature of the investment in all commodities are mainly

maintenance investment. New potential employment opportunities amounted to 5 255 for the

FY20.

Total Disbursements Potential Employment

Direct Employment 119 941

New 5 255
Maintained 114 686

Indirect and Induced Employment 195 958
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3. Introduction and Context (Continued)

The Role of Land Bank as a Development Finance Institution.

o The Bank’s mandate is primarily to transform ownership patterns in the agricultural sector.

➢ Contribute to closing of the financial services gap in the agricultural sector.

▪ Facilitate the closing of the pre-financing, financing and post finance support gap where the

commercial financial services providers (due to risk appetite and financial returns choices) restrict

their financing programmes in the sector, and state organs (due to resources and capability gaps)

are unable to fill the void.

o The Bank’s support for the development and transformation segment has increased from a

portfolio of R2.5bn in FY16 to R8.4bn in FY20, increasing the percentage of this portfolio from 6% to

18.6% of the total loan book for the respective financial years.

The Bank is currently in financial distress.  

The demise of the Bank will have a significant negative effect on the 

agricultural sector.
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4. Problem Statement
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4. Problem Statement

The Bank is in financial distress:

o The Bank has been in default on its liabilities since April 2020 and cannot service its current debts in their

current form and terms.

➢ The going concern status is at risk.

o A de facto standstill is in place whilst the restructuring of the debts is being undertaken.

➢ Funders will only recommit facilities on the back of State Guarantees – otherwise the default

status will not be cured.

➢ Indications are that the leniency of lenders / funders is waning and a call up of facilities may

become a reality if the liability solution is not concluded by end of October 2020.

o The Bank has posted significant financial losses for FY2019/20 and projects to post losses for the next three (3)

financial years.

o The Bank’s credit rating has significantly declined, with the current global credit rating at B3 (highly

speculative grade, substantial risk) and Ba2 (non-investment grade, speculative) level at national scale rating, as at

June 2020 credit rating – resulting in the inability of the Bank to raise funding from the Capital and

Debt Markets.The majority of the investors require a minimum credit rating of A on the national scale.

The Bank needs Shareholder Support. 

o It is unable to turnaround on its own, and requires shareholder support.

o Shareholder support is required to enable financial performance turnaround; partial funding of cost of

development; and to set the platform for long term financial sustainability.
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4. Problem Statement (Continued)

The Strategic Case for Shareholder Support:

o Financial Rescue, Stabilisation and Financial Sustainability.

➢ Avoid negative systemic impact on the sector.

➢ Immediate Support should reduce the long term strain on the fiscus and state resources.

o Advancement of Development andTransformation.

➢ Land Bank is the only agricultural finance institution specifically established for the purpose of advancing

the development and transformation mandate of the sector.

➢ Shareholder Support is necessary to enable affordable financing of the sector.

o Contribution to Economic Growth and Food Security.

➢ The Bank currently supports 29% of financing in the agricultural sector.

▪ A reduction of the Bank’s role in the economy will compromise the sector and

threaten food security given the relatively lower risk appetite of alternative financiers (i.e.

Commercial Banks).

o The Bank is a key player to contribute to the implementation of the government’s Agricultural Master

Plan.
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5. Financial Rescue, Stabilisation and 

Sustainability
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The following Rescue and Stabilisation Interventions have been adopted / are being implemented:

5. Financial Rescue, Stabilisation and Sustainability
Executive Summary of Interventions

Liability Solution. 

o Curing of current default and terming out of existing debt maturities – this requires credit

enhancement through Shareholder Support in the form of State Guarantees.

o Debt redemptions through proceeds from assets disposal (loan book and non-core investments) –

this is a self-help measure for:

➢ Optimal balance sheet structure and size – reduction of both Assets and Liabilities.

Equity Solution.  

o Shareholder Capital Injection to contribute to sustainability of the Bank through improved Gearing;

Capital Adequacy; and Cost of Funding. This should also improve the potential uptake of the liability

solution by key investors, like PIC.

Asset Solution.

o Addressing the lack of access to Capital Markets.

➢ Asset Solution – Reduction of the Loan Portfolio, and Sale of Non-core Equity Assets.

o Addressing Asset Portfolio ProfitTurnaround:

➢ Repricing of the loan portfolio for increased margins.

➢ SLA Intermediary Improvement Plan to renegotiate revision of Commercial Terms.

o Revised Disbursement Strategy to prioritise deployment / allocation of funds to clients for the protection

of the Bank’s lending and investments portfolio.

Business Efficiency Improvement Initiatives.
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The Liability Solution entails a restructuring of the Land Bank financial liabilities. 

o Impacted lenders will be approached to tender their existing borrowing agreements in exchange for

notes to be issued off a newly established R38bn DMTN programme.

o In order to incentivise lenders to participate in this tender process, a partial Government Guarantee will

be required for the following reasons:

➢ The partial Government Guarantee provides credit enhancement which will be critical to compensate

lenders for the deterioration in Land Bank’s credit rating from Aa1.za (AA+) in January 2020 to

the current national scale credit rating of Ba2.za (BB) – a downgrade of 10 rating notches;

➢ Most institutional investors, who are the largest source of Land Bank’s funding, require a credit rating of at

least A (national scale) for the bond to meet their mandate requirements. It is expected that the

minimum level of guarantees that would be required will be a 60% of the capital and interest

to derive an “A” credit rating on the note;

➢ A guarantee will provide all investors with comfort to enable agreement on the proposed debt

restructure while Land Bank regains investor confidence and support in the market.

➢ A significant deterioration in the Land Bank’s own credit rating will make the cost of raising funding on

an unguaranteed basis extraordinarily penal, impacting on the Land Bank’s ability to deliver on its

mandate; and

o The intention is for Land Bank to reduce its reliance on governmental support as the market’s

appetite for Land Bank’s credit improves.

5.1 Liability Solution
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The implementation of the Liability Solution (assuming a 100% acceptance of the Tender and Exchange process) 

requires that Land Bank obtains additional Government Guarantees for an amount of R22.8bn, being 

60% of the R38bn DMTN Programme. 

o International and local Development Finance Institutions (“DFIs”) will not be approached to participate in the

Tender and Exchange but will be required to waive their existing events of default.

➢ In order to cover 60% of these DFI’s outstanding capital, guarantees amounting to R3bn will also be

required which can be accommodated under the guarantees that Land Bank already has at its disposal.

➢ Furthermore, Land Bank wishes to defer next year’s capital amortisation payments with these DFIs to

align with the rest of the Liability Solution approach of a 12 month capital holiday to allow the asset

solution to be implemented.

o The proposed reduction of Guarantees on the DMTN programme is as follows:

o As part of the Liability Solution, new financial covenants are being formulated by the Bank which have

been proposed to all lenders. These covenants will, amongst other things, seek to ensure that the amount of

short-term debt, relative to total debt, is kept within a manageable level to avoid future liquidity crises and will

also seek to limit the extent of gearing relative to Land Bank’s equity base.

5.1 Liability Solution (Continued)

Cancellation Date Reduction Guarantee Balance
31 March 2021 - R22.8bn
31 March 2022 (R4.0bn) R18.8bn
31 March 2023 (R4.0bn) R14.8bn
31 March 2024 (R4.0bn) R10.8bn
31 March 2025 (R4.0bn) R6.8bn
31 March 2026 (R1.022bn) R5.778bn
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The Equity Solution is essential for the survival and sustainability of the Bank.

o The Bank is in a default position and currently in a de facto Standstill with lenders / funders.

o The proposed terming out of the facilities as per the Liability Solution will only postpone the repayment

of facilities that have fallen due by another 12 months.

➢ The Bank will be required to honour maturities that will be falling due in FY22 (R9bn) and FY23

(R12bn).

➢ The ability to honour these maturities / repayments can only come on the back of Capital Injection given

that the self-help asset solution (approximately R6bn and R5bn of estimated proceeds from

the sale / disposal of assets in FY21 and FY22 respectively) which will be used to settle

liabilities will not be sufficient for the honouring of these maturities.

o The Capital Injection is important to improve the Bank’s Gearing; Capital Adequacy; and Cost of

Funding, and to improve its financial sustainability and “going concern status”, going forward.

o The reduction in Cost of Funding that will come with Capital Injection, particularly the additional capital

earmarked for development, is important for the advancement of developmental lending.

5.2 Equity Solution
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5.3 Assets Solution

The Bank will institute “self-help measures” in which a major component is the assets solution wherein 

the Bank will reduce its loan portfolio and use the proceeds of the disposal of assets to reduce liabilities, 

and strengthen the capital base in its balance sheet. 

o The SLA portfolio offers the biggest opportunity for a reduction of the Bank’s loan assets.

➢ A gradual reduction of the SLA portfolio is envisaged. SLA partners have been engaged on the proposed

reduction target and have expressed their in-principled support and willingness to partner with the Bank

to achieve the target.

➢ The proposal will be realised through the refinancing of existing clients with other Funders, based on one

of the following methods:

▪ Buy Back / Settlement.

▪ Disposal with Full Security.

o The Repricing of the Loan Book is also a major focus in the Asset Solution to improve the squeezed

margins that has come with the increased Cost of Funding.

➢ Repricing of facilities that may result in clients seeking better pricing with other financiers.

o The asset reduction process will come with the risk of potential loss of quality clients and the retention

of more riskier portfolio. The potential deterioration of the quality of the remaining portfolio is a

significant concern expressed by long term lenders.

➢ A client management process is being developed to ensure proactive selection of clients for retention and

disposal.

o A Disbursement Strategy will be put in place to prioritise deployment / allocation of funds to

clients for the protection of the quality of the Bank’s lending and investments portfolio.

o The Bank is in the process to sell off its shareholding in the non-core equity assets which will yield

proceeds estimated at R500m.
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5.3 Assets Solution (Continued)
High level Asset Solution Action Plan

Step Action Description Indicative Timing

Step 1
Interim 

measures

Negotiate with SLAs and commercial funders on settlements and security sharing 

arrangements
0-6 months

Step 2 Repricing
Aggressively reprice maturing loans to reflect increased funding cost and an appropriate 

risk-adjusted margin
Immediately

Step 3 Negotiated sale Disposal of larger block(s) of business

Likely post 

implementation of liability 

solution

Step 4

Renegotiate 

SLA 

agreements

Set up vehicles that will allow partnering with other commercial funders and sharing of 

security, risk-adjusted pricing requirements, NIR penetration, rebalanced sharing of risk 

and economics

3-12 months

Step 5
Internal 

retooling
Optimise operating structure and enable management of larger portion of direct business 24 months

Step 6

Restructuring 

development 

function

Agree appropriate levels of development funding, appropriately funded from a 

combination of profit from commercial business and grant-type funding from both SA 

government and international DFIs

12-18 months

Step 7

Expand 

development 

strategy

Partner with SA government, DFIs and private sector to better utilise and develop 

resources for the benefit of developing agriculture
12-36 months

Step 8

Insource 

intermediated 

business

Insource portions of business currently run by SLA partners where is makes sense and 

Land Bank can do so profitably
3-5 years
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5.4 Business Efficiencies

The Bank has in the last 18-24 months implemented/enhanced a number of business efficiency improvement 

interventions to enable some of its key business processes. Significant effort will be undertaken to 

implement technology solutions in line with the Bank’s IT and digitisation strategy. 

o In addition to the technology initiatives, the Bank will be undertaking initiatives to improve the

productivity and effectiveness of its human resources as well as process improvements, including the

following:

➢ Developing and a Fit for Purpose Organisational Structure.

▪ Skills, Capability and Capacity to be assessed throughout the organisation.

▪ Learning Academy - to improve skills of frontline teams.

▪ Rebuilding of a positive organizational climate and employee motivation.

▪ Reviewing internal processes (especially origination and credit processes) on an ongoing basis.

➢ Insurance

▪ Embedment of the Bancassurance Model.

▪ Dividend Policy Review.

➢ Risk Management

▪ Credit policy review (including the current improvement plan to align credit management of SLAs

to the Bank’s direct channels.

▪ Collateral management policies and skills.

▪ Collections systems and skills.

➢ Review and Enhancement of the Pricing Models.
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6. Repurposed Strategy /  Vision25
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6. Repurposed Strategy and Vision25
Desired State

o To ensure the long term financially sustainability of the organisation the Bank has repurposed its strategy

towards FY2025 (Vision25).

o The essential focus areas of the envisaged desired state:
➢ Change in the operating model to facilitate an improved development approach, and reduced reliance on 

Intermediaries for the delivery of the core mandate.

➢ Focus on orchestrating the agricultural ecosystem across the value chain.

▪ Driving the Aggregation of Farmer Producers through Off-take Agreements with Retail Corporates.

➢ Development and empowerment of staff and focus on client service.

➢ Organisational change from manual to automated systems.

➢ Management of business efficiencies and costs.
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o As part of remodelling its Operating Model the Bank will establish two distinct business operations:

➢ The Commercial Unit will be focused on optimising commercial returns that will assist with the part-

subsidisation of development, and

➢ The Development Unit will be focused on optimisation of development impact.

o Increased Scope of Products and Services:

➢ Enhanced value proposition.

➢ Diversification of, and increase in revenues – including increased non-interest income.

o Revised Channel Strategy:

➢ Omni-channel approach – seamless, multiple touch points backed by technological enablement.

➢ Reduced reliance and improved Commercial Arrangements of Intermediaries – building a more effective

Direct Channel.

6. Repurposed Strategy and Vision25
Operating Model
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6. Repurposed Strategy and Vision25
The Cost of Development

o The Development and Transformation portfolio is projected to post a loss making position up to

FY25, as per table below. The main driver of the loss is the expected higher Impairments for this portfolio

because of its relative riskier profile.

o Additionally, the cost of pre- and post-Finance support required to enable successful commercialization of

smallholder farmers has been taken into account, resulting in higher operating costs (“cost of doing

business”) for the Development portfolio.
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7. The Case for Shareholder Support
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7. The Case for Shareholder Support
Considered Scenarios and Level of Support

Land Bank is currently in financial distress (having defaulted on its lending and funding facilities) and requires 

rescue, stabilisation and a financially sustainable turnaround.

In considering the options available for the Bank to turnaround 

the situation, the following key observations are important:

The Bank is in default, and can only cure this default with State Guarantees.

o Lenders / funders will only accept the restructure (terming out) of current facilities into new facilities (a new

DMTN program) on the back of guarantees.

o Investors are guided by their policies to invest in “investment grade” instruments, and given the current Land

Bank credit rating, the Bank’s instruments are not investible without State Guarantees.

Any scenario without State Guarantees is a not viable:

o The Bank will remain in default.

o The calling up of the Bank’s facilities will result in an inability to settle its dues, and liquidation will be unavoidable

(the start of this has taken place with Standard Chartered Bank filing court papers to demand repayment).

o The Bank will be unable to raise further funding in the market.

o Guarantees are tantamount to a business rescue pre-requisite, with the rest of the Bank’s self-help measures

completing the turnaround solution.



Land Bank Presentation     31Land Bank Presentation     31

7. The Case for Shareholder Support
Considered Scenarios and Level of Support (Continued)

Any scenario without Capital Injection is highly precarious.

o If there is No Capital Injection a risk of further default is increased when approximately R9bn of funding

facilities mature / fall due in FY22, and R12bn fall due in FY23.

o The Bank’s prime sources of repayment are the Assets Disposal Solution and Retained Earnings which will

not be sufficient to cover the required repayments.

o Capital injection is an important solution to improve:

➢ Gearing;

➢ Capital Adequacy; and

➢ Cost of Funding;
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7. Recommendation 

Land Bank recommends the Up-fronted Capital Injection (R7bn in FY22 

plus R1bn per annum over FY23 – FY25) scenario for these reasons:

1. Enables the curing of current defaults, and reduces the risk of default in a year’s time when some of

the facilities mature.

2. Reduces reliance on debt and capital market funding, which will be highly improbable at the Bank’s

current credit rating level (with a further credit rating deterioration not an impossibility).

3. Provides the platform for long term sustainability (improved profitability and build up of retained

earnings) and the implementation of the repurposed strategy.

3.1. The Key Outcomes / Results (per previous slide) provides the most positive results – including improved

gearing, capital adequacy, and cost of funding.

4. Increased development impact.

4.1. This scenario will enable an increase of approximately 48% of the development and transformation

portfolio from R8.4bn (FY20) to R12.5bn (FY25).

4.2. Whereas the other scenarios provide a relatively flat increase in the development and transformation

portfolio, this scenario will shift the portfolio from 18% (FY20) to 36% of the total loan book by FY25.
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• 420 Witch-Hazel Avenue

• Eco Glades, Block D, Eco Park

• Centurion Pretoria

THANK YOU!

www.landbank.co.za



Land Bank Presentation     34Land Bank Presentation     34

Disclaimer

No independent verification of the statements and information set out in this presentation has been made. The March YE 2020
and June Q1 2020 results in this presentation are preliminary and unaudited.

Nothing in this presentation should be construed as legal, financial, accounting, tax or other advice and relevant persons should
determine for themselves the relevance of the information contained in this presentation.

By participating in this presentation or by accepting any copy of the slides presented, you agree to be bound by the foregoing
limitations.

Certain information set forth in this presentation contains “forward-looking statements”. Forward-looking statements are provided
to allow potential investors the opportunity to understand management’s beliefs and opinions in respect of the future so that they
may use such beliefs and opinions as one factor in evaluating a transaction.

These statements are not guarantees of performance and undue reliance should not be placed on them. Such forward-looking
statements necessarily involve known and unknown risks and uncertainties which may cause actual performance and financial
results in future periods to differ materially from any projections of future performance or result expressed or implied by such
forward-looking statements. Any forward looking statement included in this presentation has not been reviewed or reported on by
Land Bank’s external Auditors.

420 Witch-Hazel Avenue
Eco Glades, Block D, Eco Park
Centurion Pretoria

www.landbank.co.za

http://www.landbank.co.za/

