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RETAIL	TRENDS:	
A	LOOK	AT	SOUTH	AFRICA	& OTHERS



Global	retail	sales	continue	to	grow	at	a	little	more	than	5%	per	annum.	



In South Africa the GDP per capita has declined due to slowing GDP growth
and a population that grows rapidly. This suggests that discretionary
spending is under pressure.



As expected, total retail sales in South Africa is declining year-on-year. While
January 2017 was down 2.3% the February decline was slightly less at 1.7%.



Perhaps the corner has been turned for retail sales in South Africa. After
several months of declines, February 2017 shows an improvement of 0.8%
on January 2017, even while it remains down on the previous year.



Over a longer period we see how retail sales flattened and began declining
over a year ago. Unexpected spending surges, seen in November 2016, were
short lived and were met with sharp negative mean reversions.



While all retail has declined year-on-year in South Africa, the drop has been
steepest in the textiles, clothing, footwear and leather sector with declines
of 7.6%.



The A.T. Kearney Global Retail Development Index shows that the retail
sector in South Africa is losing its attractiveness as it has passed the maturity
phase. Fierce competition and declining margins are cited as challenges.

GLOBAL	RETAIL	DEVELOPMENT	INDEX	(GRDI)	2016	WINDOW	OF	OPPORTUNITY

Source:	A.T.	Kearney	analysis



A plot* of developing nations’ retail attractiveness shows South Africa is
lowest on the Market Potential axis even though Country Risk remains fairly
good at 69 (100 = lowest risk). Those above the dotted line are perhaps
worthy of investment attention, while those below the line are not.

Source:	A.T.	Kearney	analysis
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Looking to the USA the current situation has been described as a “mall
apocalypse”. It is expected that hundreds of malls will close with only 250
surviving and even thriving. The decline of the “grey-box” mall is a
combination of loss of footfall, loss of anchors and changing shopper behavior.



During 2017 over 3 000 well known chain store outlets have closed or have
announced that they will close in the USA. Credit Suisse estimates that by
the year end, over 8 000 will have actually closed.



Comments	from	experts



Despite challenges there are some rapidly growing retailers as well as
shopping malls that remain very strong in attracting patronage. Americana
at Brand in the USA is one such example using the “mixed use” approach.
This is mirrored in South Africa by Melrose Arch.

AMERICANA	AT	BRAND



It is said that the USA has too much retail space per capita. This may be an
accurate observation but when analysing Consumer Spending by retail
space, South Africa appears to be in a worse situation. In South Africa the
comparative spend per square foot is significantly lower than others that
have well developed retail sectors.

GDP	per	capita	shown	at	PPP	(Purchasing	Power	Parity)	/	Consumer	Spending	per	square	foot	converted	at	current	rates	to	ZAR	for	ease of	comparison



Online shopping continues to grow rapidly in developed nations and this
acts as a signal to South Africa.

OTHER	FACTS
• UK	shopper	visits	

decline	up	to	10%	
in	both	malls	and	
high	street.

• UK	online	sales	
growing	at	10%	
p/a	accounting	for	
15%	of	all	retail.

• USA	online	sales	
growing	at	16%	
p/a	accounting	for	
almost	10%	of	all	
retail.

• Amazon	accounts	
for	43%	of	USA	
e-commerce.



Online shopping is claimed to be easier (fewer interruptions) than in-store
shopping and some analysts have identified several in-store shopping
“irritations” that they say detract from the overall experience.



Even when shopping in-store, customers increasingly engage with others
using digital platforms. The entire process of selection and purchase involves
new social touch points and extends beyond the store geography.



While most retailers are suffering, some are performing very strongly. TJX in
the USA is a good example as is the Pepkor Group in South Africa. Their
reasons for success are similar and are not contingent on strong
e-commerce performance. The conventional analysis that it’s “all about
online growth” may be misleading.

TJX:	BUCKING	THE	TREND:	Annual	sales	up	over	50%	in	past	6	years:	$27.4bn

• Off-price	sales
• Turn	inventory	in	55	days	(85	for	others)
• Sell	merchandise	before	it’s	paid	for	(door	to	floor)
• Reluctant	to	discount	prices.	Will	erode	low	price	perceptions
• Keep	range	fresh.	New	is	valued	more	than	discounts
• Broad	range	but	not	deep	in	sizes
• Prepared	to	reduce	mark-up	to	obtain	appropriate	items
• Builds	supplier	relationships	– not	end	of	run	buys
• If	you	can	buy	it	right,	you	can	sell	it	cheap:	“The	money	is	in	the	buy.	They	know	that	

better	than	anyone.”
• Encourage	the	lure	of	serendipitous	discovery	– hide	higher	priced	yet	exceptional	

value	items	amongst	lower	priced	goods	- encourage	a	search
• Attract	customers	on	the	basis	of	similar	shopping	behaviour rather	than	social	strata

THE	TJX	GROUP	OF	COMPANIES	INCLUDES	TJ	MAXX,	MARSHALLS,	HOME	GOODS,	AND	OTHERS.

“In	academic	
terms,	it’s	
hedonic	shopping	
motivation,”	says	
Professor	William	
Hess.	“You’re	
shopping	for	
adventure	and	
exploration.”



Many experts have prognosticated on the South African retail market. We
agree with most of the observations (see below) yet maintain that the
environment is more complex than a simple binary analysis involving
revenue and retail space. Shopper behavior has changed, the buying process
has changed and shopper aspirations have changed too.

What	some	SA	Retailers	are	doing	and	what’s	happening	in	the	market:

• Diversifying	ranges	– wider	appeal
• New	value	added	services
• Multi-channel	approaches
• Aggressive	pricing
• Chinese	imports	now	have	70%	of	market
• 90%	of	apparel	is	imported

• Since	2008	SA	mall	space	has	grown	faster	than	retail	sales	(2.8%	vs.	2.7%)
• In	the	past	5	years	mall	space	has	increased	at	5%	per	annum.



The use of smartphones in South Africa continues to grow aggressively.
Those retailers still believing their market is trapped in feature phone
usage may be caught unawares with changing shopper behaviour. With
smartphone ownership now around 40% of all SA adults we posit that this
figure is over 80% for all those above a traditional “LSM 5” level.

SA	SMARTPHONE	PENETRATION:	37-45%	Overall

TYPE	OF DEVICE TOTAL
INCOME AGE

Low Medium High 18-24 25-34 35-44 45-54

Feature	Phone 29% 33% 30% 23% 26% 24% 27% 41%

Smartphone 71% 67% 70% 77% 74% 76% 73% 59%

LOW	R2000	- R10499,	MEDIUM	R10500	– R29999,	HIGH	30000+
N=638



The Values Model developed through analysis of leading USA companies
over a multi-decade period revealed the dimensions that are critical for long
term business success. Businesses should achieve industry leadership on at
least one of the three key dimensions and maintain threshold performance
on the others. This framework applies robustly to those in the Retail Sector.





FOR	MORE	PIVOTAL RETAIL	INSIGHTS	
contact	insight@noted.co.za


