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PROPERTY BAROMETER  
MACRO CONSUMER AND RETAIL PROPERTY 

SECTOR ENVIRONMENT AND OUTLOOK 

Mild slowing for the Consumer and Retail Property 
Sector is projected, but there exist key risks to the 

downside both from global and local sources 

A mild slowdown for the Consumer and Retail Property sector is projected 
based on an FNB macroeconomic scenario where recession is avoided, 
inflation is moderate, and interest rates have just about peaked. Given the 
global and local times that we are in, however, the forecast risks lie very much 
to the “downside”. 

KEY POINTS 

 Our econometric model-driven forecast for the Consumer and Retail 
Property Sector could perhaps be described as “benign”. 

 We assume a global economic growth rate bottoming out in 2016, and 
some mild strengthening thereafter, but nothing too impressive in a world 
constrained by a massive debt burden.  

 Domestically, this translates into a Real GDP (Gross Domestic Product) 
forecast of 0.2% for 2016, narrowly avoiding recession, before some mild 
strengthening to 1% in 2017 and 1.6% in 2018. Key “downside” forecast risks 
exist, however.  

 The Real retail Sales growth forecast remains positive albeit slowing 
from recent levels. From 3.3% in 2015, 2016 growth is forecast to slow to 1.7% 
after some good months in the 1st half of the year, and then further to 1% in 
2017 before turning the corner to record 1.9% in 2017.  

 The Retail Property Sector forecast IS for a mild slowdown.  

 The national Retail vacancy rate (using MSCI/IPD data) is forecast to rise 
mildly further from 4.7% in 2015 to 5% by 2018.  

 Retail Capitalisation Rates are expected to creep slowly higher through 
the forecast period, influenced not only by higher interest rates but also by 
slower projected retail sales growth compared to recent levels.  

 Average capital growth per square metre (net of Capex) is forecast to 
slow from 5.9% in 2015 to 4.1% by 2017. Slower capital growth in the 3 forecast 
years would represent a shift in real terms (when adjusting for general inflation 
as per Consumer Inflation measures) from positive growth in 2015 to mildly 
negative growth (decline) in 2016 and 2017.  



 

 

SUMMARY – A “BENIGN” CONSUMER AND RETAIL PROPERTY SECTOR FORECAST, BUT NOT SHORT OF RISKS 

Our econometric model-driven forecast for the Retail Property Sector could perhaps be described as benign, 
based on the FNB Macro-Economic Outlook which shows South Africa “ambling” along in low positive real 
economic growth territory, and with the SARB’s latest round of interest rate hiking coming to an end a quarter of 
a percentage point from now, with rates flattening out at a level where Prime Rate is 10.75%, and then move 
sideways through the rest of our forecast period to 2018. 

We assume a global economic growth rate bottoming out in 2016, and some mild strengthening thereafter, but 
nothing too impressive in a world constrained by a massive debt burden. Domestically, this translates into a Real 
GDP (Gross Domestic Product) growth forecast of 0.2% for 2016, narrowly avoiding recession, before some mild 
strengthening to 1% in 2017 and 1.6% in 2018. The drought-driven food price spike is assumed to pass on, and 
after averaging 6.6% in 2016 CPI (Consumer Price Index) inflation returns to the 3-6% SARB (Reserve Bank) target 
range to average 5.9% in 2017 and 5.5% in 2018. 

This is the FNB “Base Case”, and would be a fairly good outcome “under the circumstances” for Retail, should it 
materialize. We say this because given certain key structural constraints in the global and domestic economy 
currently, “downside” forecast risks are very significant. Globally, a massive debt burden and an apparent bond 
market “bubble” can easily be more of a drag on global growth in future than assumed, and domestically the 
presence of “heightened social and political tensions” can at any stage become more disruptive to economic 
output, and dent investor confidence. These are the uncertain times we live in. 

But assuming this “slow but stable” environment, this translates into Real Retail Sales growth that remains 
positive albeit slowing from recent levels. From 3.3% in 2015, 2016 growth is forecast to slow to 1.7% in 2016, 
after some good months in the 1st half of the year, and then further to 1% in 2017 before turning the corner to 
record 1.9% in 2017. Can “mainsteam” retail sales grow at rates higher than GDP growth? The answer is “yes” it is 
possible, with Durable Consumer Goods such as motor vehicle sales often slowing more significantly in times of 
interest rate hikes and slowing economic growth such as that of recent years. But this has its limits, and we have 
also seen historically that recessionary periods can turn things around and lead to Retail Sales growth 
underperforming overall Household Consumption expenditure growth and economic growth.  

We know that Consumer Confidence is currently weak, with consumers concerned about future economic 
prospects. Does this lead to a drive towards a higher savings rate? We have seen some early evidence of that in 
the SARB’s Net Savings figures. Higher savings would be a longer term positive, but can constrain retail spend in 
the short term. Herein lies a further “downside risk”. 

On a national basis, the Retail Property Sector appears set for a mild slowdown, the national vacancy rate (using 
MSCI/IPD data) is forecast to rise mildly further from 4.7% in 2015 to 5% by 2018. Significant levels of new Retail 
Space development activity contribute to this projected rise. Retail Capitalisation Rates are expected to creep 
slowly higher through the forecast period, influenced not only by higher interest rates but also by slower 
projected retail sales growth compared to recent levels. Average capital growth per square metre (net of Capex) 
is forecast to slow from 5.9% in 2015 to 4.1% by 2017. Slower capital growth in the 3 forecast years would 
represent a shift in real terms (when adjusting for general inflation as per Consumer Inflation measures) from 
positive growth in 2015 to mildly negative growth (decline) in 2016 and 2017. 

In short, therefore, a mild slowdown for the Retail Property sector is projected based on an FNB macroeconomic 
scenario where recession is avoided, inflation is moderate, and interest rates have just about peaked. Given the 
global and local times that we are in, however, the forecast risks lie very much to the “downside”, with recession 
risk high both globally and locally. Further questions for Retail Property exist with regard to “structural change” in 
the form of the potential move to greater use of online shopping in future. This is of potential benefit to the 
Warehouse Property Sector, perhaps a cheaper option at a time when Retail Space has become “expensive” in 
terms of capital values and operating costs. 

Therefore, a moderate slowdown is forecast, but various downside risks exist in uncertain global and local 
economic and socio-political times.  



 

 

ECONOMIC ENVIRONMENT 

Based on a somewhat “benign but still positive” growth projection of the FNB macro-economic forecast 
through to 2018, the Retail Property Sector can come away with a mild slowdown, but slowdown is what is 
expected nevertheless, and the world is not short of “downside” risks. 

Over the past 4 recent years or so, the 
domestic economy has gradually seen its 
growth slow, as the impacts of global and 
domestic monetary and fiscal stimulus, which 
kicked in from around 2008/9, have faded away 
and in some instances even been withdrawn. 

By the 1st quarter of 2016, year-on-year growth 
in GDP (Gross Domestic Product) had reached 
negative territory to the tune of -0.15%. 

A rise in the Manufacturing Purchasing 
Managers Index during the 2nd Quarter points 
to perhaps some mild improvement in that 
Quarter, but the near term economic outlook 
appears weak at best. 

The huge burden of global debt is believed to 
be a huge drag on the world economy, even 
with extremely lax monetary policies which 
include policy interest rates not far from zero in 
certain instances, notably in the USA, and even 
negative interest rates in others such as Japan. 
The global weakness has sent the commodity 
price super-cycle into its “stagnation phase”, 
starting around 2011, which has done little to 
support a big commodity exporter such as 
South Africa. 

The IMF Metals Commodity Price Index was -
55.6% lower than its February 2011 high as at 

May 2016. Even in Rand terms the index is off its January 2014 high. 

And then, more recently, we have seen the 
SARB (Reserve Bank) gradually raise interest 
rates by 2 percentage points from January 
2014 to March 2016. Not only has this assisted 
the economic weakness in dampening 
employment and consumer income growth, 
but has also contributed to lifting long bond 
yields off their lows around May 2013.  

Long bond yields have also perhaps had some 
upward pressure from weaker net capital flows 
to South Africa, with investors concerned in 
part with the impact of global weakness on 
Emerging Markets in general.  

  

3.5

-0.16

-1.2

-5

-3

-1

1

3

5

7

9

-4

-2

0

2

4

6

8

Q1 2005 Q1 2007 Q1 2009 Q1-2011 Q1 2013 Q1 2015

%%

Real GDP Growth

Real GDP at Market Prices - year-on-year % change

Quarter-on-Quarter Annualised % change

56

950

852

0

100

200

300

400

500

600

700

800

900

1 000

25

35

45

55

65

75

85

95

105

115

125

135

145

Jan-07 Jan-09 Jan-11 Jan-13 Jan-15

R
a

n
d

-d
e

n
o

m
in

a
te

d
 In

d
e

x

D
o

ll
a
ri

s
e
d

 I
n

d
e

x

IMF Metals Commodity Price Index

IMF Metals Price Index (Dollarised)

IMF Metals Price Index (Rand-Denominated)

5.0

7.06.9

8.7

0

5

10

15

20

Jan-98 Jan-01 Jan-04 Jan-07 Jan-10 Jan-13 Jan-16

Repo Rate vs Long Bond Yields

Repo Rate (%) Government Bond Yields - 10 years and longer (%)



 

 

In addition, South Africa has ratcheted up its 
pace of government borrowing since around 
2008, a wide Current Account Deficit on the 
Balance of Payments persists, and it has an 
increasingly volatile “socio-political situation” 

However, there has been nothing too “scary” in 
the way of increases in either short term or 
long term rates, contained by low global and 
domestic inflationary pressures, and attempts 
by certain major central banks to keep bond 
yields low through asset buy-backs.  

Viewing certain “forward looking” indicators, 
the near term economic outlook doesn’t look 
set to improve just yet. The SARB Leading 
Business Cycle Indicator has shown year-on-
year decline for 31 consecutive months. The 
year-on-year rates of decline of both the SARB 
and the OECD Leading Indicators for South 
Africa subsided slightly early in 2016, pointing 
to a possible economic improvement of sorts 
around the 2nd quarter. Indeed, both an 
improved Manufacturing Purchasing Managers 
Index as well as a slower pace of Mining Sector 
production decline year-on-year, suggests that 
this may have actually happened. 

However, by April, both indicators were back to 
picking up some speed with regard to year-on-

year decline, suggesting that the economy is not out of the proverbial woods just yet. 

THE STATE OF THE CONSUMER 

The broad slowdown in economic growth has 
brought about a similar slowing in Real 
Household Sector Disposable Income growth in 
recent years. In the final quarter of 2010, Real 
Household Disposable Income growth reached a 
peak of 5.4% year-on-year. By the 1st quarter of 
2016, this rate had dwindled to 1.2%, while Real 
Household Consumption Expenditure growth 
was a lowly 0.8%. 
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Real retail Sales growth has also broadly 
tapered, from a high of 7.8% year-on-year at 
the end of 2010. A short-lived mini-recovery in 
Real Disposable Income growth late in 2014 
caused some renewed strengthening in retail 
sales growth too.  

Although off a late-2015 high of 3.8%, at 
around 3% year-on-year growth in the 1st 

quarter and 2nd quarter to date, the slowing in 
real retail sales growth appears to be lagging 
the slowdown in Disposable Income and Overall 
Household Consumption Expenditure growth. 

If it isn’t yet as noticeable in “mainstream” 
Retail, where is the consumer spend weakness 
then? To date, more in the area of Durable 
Consumption Expenditure, especially vehicle 
sales, which is highly credit-dependent and thus 
interest rate sensitive. 

Whereas Non-Durable (1.9%), Semi-Durable 
(4.2%) and Services Consumption (1.4%) all 
showed positive year-on-year growth, Durable 
Consumption Expenditure growth was sharply 
negative to the tune of -8.9% year-on-year in 
the 1st quarter of 2016. 

Mainstream Retail benefited from the growth 
in the former 3 categories of consumption. 

However, Durable Consumption Expenditure is normally a leading indicator of things to come, so ultimately we 
should probably expect slower real retail sales growth to come in these times of minimal economic and 
Household disposable Income growth. Therefore, we believe that retail sales growth is merely reacting to the 
slowdown with a lag. 
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THE RETAIL PROPERTY FORECAST 

In our top-down econometric model-driven forecast simulation, a benign global environment through to 2018 
translates into some mild forecast slowdown for the Retail Property Sector.  

Key Global Economic Assumptions 

Looking forward over the next few years, the FNB forecast is for anaemic global growth through to 2018. The 
assumption is that global growth bottoms out during 2016, and so too do SA’s key export commodity prices which 
begin to. move sideways-to-mildly upwards in 2017 and 2018. 

Key Global Risk: Key global growth risks are to the downside due to high levels of global indebtedness which can 
prove to be a drag on growth. 

 

 

Key Domestic Macroeconomic Projections 

In a benign global growth environment, South Africa has very limited growth prospects, and thus little in the way 
of either home grown or imported inflationary pressures. It is assumed that the Rand will behave reasonably well 
through the forecast period, depreciating only mildly on average through to 2018 after major depreciations from 
2011 to 2015. The Dollar/Rand exchange is projected to weaken mildly from recent levels to average R16.02 by 
2018. 

CPI inflation is projected to peak this year, averaging 6.6% for the year before making its way back into the 3-6% 
SARB target range in 2017. A slowing in average inflation is expected to be helped by the passing of the recent 
drought-induced domestic food price inflation spike. 

The result of the projection that CPI inflation will not be too troublesome from here onward leads to the 
expectation that the SARB may end its hiking after one more 25 basis point Repo Rate hike late in 2016, holding 
rates steady at what are still relatively low levels for the rest of the forecast period. 

Government Long Bond yields are forecast to rise gradually through the forecast period to above 10% by 2017, 
driven by some “re-inflating” of the economy causing heightened expectation of a return to higher global interest 
rates. 

The expected end in interest rate hiking soon, coupled with moderate improvement in global growth, is projected 
to bring about a small improvement in South African Real GDP growth next year, from a low of 0.2% for 2016 to 
1% in 2016 and 1.5% in 2017. 

  

KEY GLOBAL ECONOMIC ASSUMPTIONS Forecast Period

2013 2014 2015 2016 2017 2018

Global Economy

Oil Price $ 108.8 99.2 52.5 44.2 53.8 58.5

   - % change -2.7% -8.8% -47.1% -15.8% 21.6% 8.8%

Gold Price $ 1 410.9 1 266.2 1 160.4 1 195.0 1 167.0 1 191.0

   - % change -15.4% -10.3% -8.3% 3.0% -2.3% 2.1%

World Comodity Prices - Food Index 175.0 167.7 139.0 135.5 145.0 157.7

   - % change 0.7% -4.1% -17.1% -2.5% 7.0% 8.7%

World Advanced Economy Industrial Production 102.6 104.9 105.6 106.1 106.9 107.9

   - % change 0.2% 2.2% 0.7% 0.4% 0.7% 0.9%



 

 

Key Domestic Economic Risks: 

 Global downside risks and their potential impact on exports 

 The fragile domestic socio-political environment. High levels of social tensions in tough economic times 
can lead to economic output disruptions as well as being a dampener on investor confidence and thus 
capital flows. 

 The risk of future ratings downgrades 

 

Key Household Sector and Retail Projections 

The macro-economic projections outlined translate into a Real Disposable Income growth rate of 0.1% in 2016, 
accelerating mildly to 1.2% by 2018. 

The Household Sector remains cautious in its borrowing/spending approach, translating into further mild decline 
in the Household Sector Debt-to-Disposable Income Ratio to an average of 74.4% by 2018, from 77.4% in 2015. 

Real retail Sales growth can often remain higher than Real Disposable Income growth, as well as Overall 
Household Consumption Expenditure, with more cyclical areas of retail outside of “mainstream retail” such as 
Vehicle-Related Sales, softening far more. 

Nevertheless, economic slowdown should ultimately take its toll, and the weak Household disposable Income 
forecast translates into Real retail Sales growth slowing in the near term, to average 1.7% for 2016, and further to 
1.0% in 2017, before some recovery in 2018. 

Key Household-Related Risks: 

Consumer Confidence: At -11, and having been 
in negative territory since the beginning of 
2015, the FNB-BER Consumer Confidence is at 
very weak levels. The lack of confidence 
appears to be driven strongly by concerns 
around the near term economic future, and it 
is possible that the very significant rise in socio-
political tensions in recent years may be 
concerning the consumer over and above the 
normal financial pressures that arise in a 
normal economic downturn. If that is the case, 
it is plausible that consumer spending and 

KEY DOMESTIC ECONOMIC PROJECTIONS Forecast Period

2013 2014 2015 2016 2017 2018

Domestic Economy (2005 Prices)

Gross Domestic Product (R'm - 2005 Prices) - % change 2.3% 1.6% 1.3% 0.2% 1.0% 1.6%

Prices

Consumer Price Index (2005=100) - % change 5.8% 6.1% 4.6% 6.6% 5.9% 5.5%

Interest Rates (%)

Prime Interest Rate (Annual Average) 8.50 9.07 9.39 10.53 10.75 10.75

Government Long Bond Yield (Annual Average %) 7.72 8.25 8.17 9.52 10.36 10.54

Currency

US Dollar/Rand Exchange Rate (Annual Average - Cents per $) 9.65        10.84      12.75      15.31      15.61      16.02      
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retail sales growth underperform the modeled 
forecasts. 

Greater caution by consumers, due to weak 
confidence levels can begin to lead to a rise in 
the Household Sector savings Rate. Indeed, we 
have seen small signs that this may be starting 
to happen. 

Although the Household Sector Net Savings 
Rate (Gross Savings net of Depreciation on 
Fixed assets) remains in dis-savings, at -0.8% of 
Disposable Income the rate of dis-saving has 
diminished from a low of -2.3% back early in 
2013. 

An improving savings rate, given such recently dismal levels, is a healthy development in the longer term, but can 
constrain consumer spending growth in the short term while in progress. 

 

KEY RETAIL PROPERTY SECTOR PROJECTIONS 

On a national basis, the Retail Property Sector is forecast for a mild slowdown, the national vacancy rate (using 
MSCI/IPD data) is forecast to rise mildly further from 4.7% in 2015 to 5% by 2018. Significant levels of new Retail 
Space development activity contribute to this projected rise. Retail Capitalisation Rates are expected to creep 
slowly higher through the forecast period, influenced not only by higher interest rates but also by slower 
projected retail sales growth compared to recent levels, and average capital growth per square metre (net of 
Capex) is forecast to slow from 5.9% in 2015 to 4.1% by 2017. This slower capital growth in the 3 forecast years 
would represent a shift in real terms (when adjusting for general inflation as per Consumer Inflation) from 
positive growth in 2015 to mildly negative growth (decline) in 2016 and 2017. 

 

 

 

HOUSEHOLD SECTOR SCENARIO SUMMARY Forecast Period

2013 2014 2015 2016 2017 2018

Nominal Disposable Income (R'm) - % change 7.9% 7.2% 6.3% 6.8% 7.2% 7.1%

Debt to Disposable Income (%) 79.5% 78.2% 77.4% 76.5% 75.1% 74.4%

Debt Service Ratio 8.6 9.0 9.3 10.0 10.0 9.9

Real Disposable Income (R'm at 2005 Prices) - % change 1.8% 1.3% 2.2% 0.1% 0.8% 1.2%

Real Retail Sales - % change 2.8% 2.0% 3.3% 1.7% 1.0% 1.9%

RETAIL PROPERTY

Key Capitalisation Rates 2013 2014 2015 2016 2017 2018
Witwatersrand Regional Shopping Centres 7.60 7.33 7.33 7.65 7.89 7.94

Witwatersrand Community Shopping Centres 8.90 8.43 8.70 9.03 9.17 9.15

Capital Growth and Vacancy Rate

Retail Property Average Capital Growth per sq.m (%) 9.60 5.32 5.92 4.89 4.13 4.88

Retail Vacancy Rate (%) 5.0 4.5 4.7 4.7 4.8 5.0

Data sources: Historic Cap Rates: Rode; Historic Capital Growth and Vacancy Rate: MSCI/IPD 

-0.80

-4

-3

-2

-1

0

1

2

3

4

2000 2002 2004 2006 2008 2010 2012 2014 2016

%
 o

f 
D

is
p

o
sa

b
le

 In
co

m
e

Net Household Sector Savings rate

Net Household Saving as a percentage of Disposable Income



 

 

Key Retail Property-Related Risks: 

 The Retail Property Sector has shown 
itself to be the “outperformer” of the 3 
major sub-sectors of the Commercial 
Property Sector in terms of Real Capital 
Value Growth over the past 2 decades. 
A key question is whether the sector has 
become “expensive” relative to “partial” 
alternative options, such as Warehouse 
Space, which can be used in certain 
instances for direct retail, but also to 
service what is expected to be a growing 
online shopping market? 

Using MSCI/IPD Capital Value Per 
Square Metre Data, converted into real 
terms using a PCE Deflators, we find the 
Capital Value of Retail Space (inclusive of Capex) to have grown cumulatively by 149% over 20 years from 
1996 to 2015. By comparison, Industrial and Warehouse Space saw its Real Capital Value grow by a far 
lesser 62.1%. In recent years, Retail Space with its big electricity bill amongst other things has also seen 
the fastest operating cost growth in recent years. 

Does this result in certain retailers looking to cheaper alternatives in tougher economic times? 

 Does building of new retail space slow down sufficiently from recently strong levels in order to avert a 
more significant oversupply of space and significantly higher vacancy rates?  

IN CONCLUSION 

In short, therefore, a mild slowdown for the Retail Property sector is projected based on an FNB macroeconomic 
scenario where recession is avoided, inflation is moderate, and interest rates have just about peaked. Given the 
global and local times that we are in, however, the forecast risks lie very much to the “downside”, with recession 
risk high both globally and locally. Further questions for Retail Property exist with regard to “structural change” in 
the form of the potential move to greater use of online shopping in future. This is of potential benefit to the 
Warehouse Property Sector, a cheaper option at a time when Retail Space has become “expensive” in terms of 
capital values and operating costs. 

Therefore, a moderate slowdown is forecast, but various downside risks exist in uncertain global and local 
economic and socio-political times. 
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AN INDICATOR OF VACANCY RISK 

Retail sales growth remains solid in real terms, having averaged 3.3% for the 1st 5 months of 2016, similar to the 
average growth for 2015 as a whole. This is impressive, given that SA’s economy has hardly been growing at all 
in recent times. However, it isn’t obvious that such growth will contain vacancy rates in retail space on a 
national average basis, because the pace of new development of space has also been quite brisk, and much will 
depend on the future pace of both retail sales and retail building activity. 

Real Retail Sales growth has remained solid, 
relative to economic growth in 2016 to date, 
averaging a still-healthy 3.3% year-on-year for 
the 3 months up to and including May 2016. 

While this still appears healthy, and the 3,3% 
year-on-year growth for 2016 to date remains 
in line with 2015’s 3.3% growth for that entire 
year, whether we will see under-supplies or 
over-supplies of Retail Space developing also 
has much to do with the level of new Retail 
development activity. 

In this regard, StatsSA Retail Building Statistics 
point to very high levels of Retail Space Plans 
Passed for the 12 months up to and including 
April 2016 (May building stats not yet 
available), to the tune of 1,405,425 square 
metres. This was the highest 12-month total for 
plans passed since the 12 months to December 
2008, which was the back end of the pre-2008 
boom period. This level also represents a very 
significant increase since 2014. 

While not all such plans translate into 
completions, normally building completions 
trends track trends in plans passed, and indeed 
in recent times we have seen some major high 
profile completions.  

In short, the indications in recent years have been a very significant level of new development activity.  
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We calculate 2 simple ratios to provide a broad 
indication as to whether the risk of a rising 
national vacancy rate could be changing as a 
result of changes in either the levels of retail 
sales growth or due to new space development. 

These 2 ratios are the “Real Value of Additional 
Retail Sales /Sq. m. of New Space Completed” 
per period, and the “Real Value of Additional 
Retail Sales/Sq. m. of New Space Plans Passed” 
per period. 

Back in the Consumer and Retail Boom Years, 
when these 2 ratios became more strongly 
positive from around 2003, implying stronger 
retail sales growth relative to new retail space 
development, a strong decline in the National  
Average Retail Property Vacancy Rate (Using 
IPD data) followed, from 6.6% in 2002 to 2.6% 
by 2007. 

The 2 ratios turned negative around 2008 and 
2009, as recession arrived and the pace of 
Retail Space development reached very high 
levels, and not surprisingly a rise in the Vacancy 
Rate from 2008 to 2011 followed.  

After a resumption of decline in the Vacancy 
Rate from 2012 to 2014, 2015 brought about a 
slight increase from 4.5% in 2014 to 4.7%.  

Does this national vacancy rate rise further in the near term? It is possibility. Since a high average of 
R3,178/square metre (at 2012 prices) in additional real retail sales/new square metre of Retail Space planned per 
month for the 12 months to December 2015, the ratio has declined to R664/square metre by the 12 months to 
April 2016 (May building stats not yet available). 

Simultaneously, the Additional Real Retail Sales/New Square Metre Completed declined from R6,335/square 
metre to R1,664/square metre over the same period. 

The declines in the 2 “Additional Real Retail Sales/Sq.m of New Space Planned/Passed” ratios in the early 
stages of 2016 suggests that the risk of rising retail vacancy rates has been on the increase early this year. This 
is despite a solid real retail sales growth rate of 3% year-on-year for the 1st 4 months of 2016. It has been more 
the brisk pace of new recorded retail development that has led to some decline in these ratios. Admittedly, we 
may well have had a rise in these ratios in May, given strong retail sales growth in that month (but building 
stats for May are not yet available), and both ratios have still remained positive in recent times. But the risk is 
that tough economic times lead to a retail sales growth slowing in the near term. The question would then be 
to what extent retail building activity slows, in order to maintain a supply-demand balance and limit any 
potential rise in the national vacancy rate? 
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