
 

 

 

 

 

 

 

Not surprisingly, recent months’ retail sales data releases have shown a broad slowing year-on-year growth in real terms 

(adjusted for price inflation), and more constrained growth is anticipated in 2013, compared to 2012 as a whole.  

Month to month, though, the numbers can be erratic, and 

November Real Retail sales growth rose slightly from a 

previous month’s 0.9% year-on-year rate to 3.4%.  

However, due to monthly figures being erratic, we prefer 

to look at the broader trend through using a 3-month 

moving average in order to smooth the data somewhat. 

On a 3-month moving average basis, the year-on-year 

growth in real retail sales for the 3 months up to and 

including November was3%, lower than the 4.1% for the 3 

months to October. This represents the 3
rd

 consecutive 

month of slowing in this 3-month moving average. 

With data available for 11 of the 12 months in 2012, it 

looks likely that 2012’s overall real retail sales growth 

was around 4.5%, and although down on the even higher 

5.9% recorded in 2011, such growth is still very impressive in a recently battling economy where real economic growth for 

2012 looks likely to have been in the region of 2.5%. 

In 2013, I am of the opinion that even further slowdown in growth on 2011 will be forthcoming. This is because a large growth 

differential between real retail sales (with real retail sales well-exceeding economic growth) and real economic growth from 

2010 to 2012 is believed to have been “temporary”, caused by certain “normalizations” related to household income growth 

that have probably run their course. From here on I would thus expect real retail sales growth, along with real household 

sector disposable income growth, to move more in line with expected real economic growth of between 2% and 3% in 2013. 

Why further slowing in real retail sales growth is expected in 2013. 

There are some signs that the global economy may be going into a mildly stronger economic growth period after a lull in the 

latter parts of 2013. This, along with the expectation that local output disruptions caused by massive strike action late in 2012 

will subside, leads to many economists’ economic growth forecasts ranging between 2.5 and 3% for the coming year, possibly 

slightly higher than the likely 2012 outcome. 

However, I am not of the opinion that real consumer demand in totality, or the retail sales component for that matter, will 

follow suit and see growth accelerate from recent “high base” levels. Rather, as mentioned, I expect their growth rates to be 

significantly slower than the strong overall 2011 and 2012 levels.  

Perhaps the best way to understand the reasoning as to the “why” of this expectation is to understand the drivers of very 

strong consumer demand and retail sales growth in the period 2010-2012, drivers which are starting to partially dissipate. 

The key drivers include almost “abnormally” strong real household disposable income growth, extremely strong consumption-

related household credit growth, and the “competitive” advantage of retail over certain non-retail consumer products and 

services due to lower price inflation compared with that of many non-retail components. 

  

HOUSEHOLD SECTOR – NOVEMBER RETAIL SALES 

Although real retail sales growth was slightly stronger in November than October, 

the broad tapering trend in growth remained intact late in 2012, and is expected 

to continue in the near term. 

16 January 2013 

3.4%

-10%

-5%

0%

5%

10%

15%

20%

Jan-03 Jan-04 Jan-05 Jan-06 Jan-07 Jan-08 Jan-09 Jan-10 Jan-11 Jan-12

Real Retail sales growth (2008 Prices)

Real Value of Retail Sales - 3-month moving average - y/y%

Real value of retail sales - year-on-year % change



 

The 1
st
 Driver of the 2010-2012 mini-consumer boom: Real Disposable Income Growth 

Real household sector disposable income growth has 

indeed gone through a very good patch since 2010, 

exceeding 5% year-on-year growth often during this 

period, peaking at 6.1% in the final quarter of 2010. 

Even with the broad slowing in the economy in 2012, 

real disposable income growth was still as high as 4% 

by the 3
rd

 quarter of last year, well-above the 2.2% 

real economic growth rate of that quarter. 

Therefore, it has not only been retail sales growth 

perhaps “surprising some on the upside”, but real 

disposable income growth, too, has been very 

impressive by SA standards  

This has explained much of the retail sales growth 

strength. 

So what were the key drivers of the real disposable income recovery from early-2010, to growth rates well in excess of real 

economic growth? 

Firstly, one must mention the recovery of economic growth after the 2008/9 recession, driven by massive stimulus packages 

across the globe, including big interest rate reductions in SA as well as in large economies such as the US and Europe. This 

was accompanied by major fiscal stimulus packages too, with the US running a huge fiscal deficit in recent years, and of 

course monetary “quantitative easing” aimed at keeping longer term borrowing rates “rock bottom”. 

A return to positive real economic growth in SA in 2009 meant a return to some moderate employment growth in 2010 off a 

very low base after huge job loss in 2009.The post-recession growth surge in employment peaked at 2.5% in the 1
st
 quarter of 

2011, but thereafter started to broadly taper off. While increased payroll numbers alone add to disposable income, an 

additional driver was a surge in average monthly employee earnings to 18.98% in the 2
nd

 quarter of 2010, according to 

StatsSA employment and wage figures.  The surge in remuneration per worker was arguably some lagged adjustment to the big 

CPI inflation surge of 2007/8, which brought about a rise in wage settlements thereafter, and this rate of increase has also 

since broadly subsided. 

 

This meant a strong rise in gross employee earnings to a very 

high peak of 14.5%. A lull in consumer inflation around 2010 

meant that in real terms gross employee earnings almost 

reached double-digits in 2010 (adjusted for consumer price 

inflation using the PCE Deflator), but has since pulled back, 

hovering at 3.4% as at the 3
rd

 quarter of 2012. 

The impact of double-digit wage settlements in 2008, and the 

impact on remuneration per worker growth thereafter, was sure 

to subside, given a weak economy and a post-2008 return to 

lower consumer price inflation. However, when it did, there 
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were 2 more positive surprises awaiting the consumer .The first one had to do with the “normalisation” in the level of 

discretionary remuneration following the recession. Typically weaker economies bring weaker company performances and a 

slowdown in “performance-related” rewards. 2008/9 was no different, and with a considerable lag, we began to see massive 

growth of above 40% in discretionary remuneration per worker in late-2010/early-2011.This growth slowed the decline in 

total employee remuneration growth where wage per worker increases were perhaps beginning to falter.  

And lastly, but not least, in 2011 came the big upward adjustment in income on investments held by households. This, like 

discretionary remuneration, is often linked to company performance (at least the dividend part), and after 2 years of decline 

the lagged impact of an improved economy saw a massive 16.6% growth in income from household sector investments. Such 

growth surges, while normal shortly after periods of economic weakness, normally moderate thereafter. 

 

And so it was that we saw a sharp rise in year-on-year 

growth in nominal household disposable income growth, 

from a low of 4.3% in the 3
rd

 quarter of 2009, shortly after 

the recession, to a peak of 11.6% by the end of 2011. 

The story got even better, in that we experienced a sharp 

decline in consumer price inflation off the high base of 

2008, to a low point of 2.7% by the end of 2010 (using 

PCE deflator as the inflation measure). As the gap 

between disposable income growth and consumer price 

inflation widened through 2010, it translated into real 

disposable income growth in excess of 5%, well exceeding 

the mediocre economic growth rate which was nearer to 

3%, creating a great opportunity for suppliers of 

consumer-related services. Since then, though, inflation 

has “normalised” (risen), and in 2012 nominal disposable income growth has slowed, translating into slowing year-on-year 

real disposable income growth as the gap between the income growth and inflation rates narrows. 

Driver 2 of the 2010-2012 mini-consumer boom: The comparative advantage of retail over other consumer segments. 

Examining overall consumer demand, much of which is 

satisfied by sectors outside of retail, then the consumer 

boom appears perhaps a little less impressive, though 

nonetheless still impressive. Using annual data, we see a 

4.4% and 4.8% real growth rate in overall household 

consumption expenditure in 2010 and 2011 respectively 

(2012 not yet available), which, while still impressive, was 

slower than the 5% and 5.9% growth rates in real retail 

sales in those years. 

Part of the reason has to do with the “competitive 

advantage” that the retail sector has over other areas of 

consumption in the sense that overall retail price inflation 

has consistently been lower than overall Consumer price 
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inflation since the start of 2010. The result has been that some areas of relative consumer weakness have been more outside of 

the retail sector. 

Examining annual SARB data of consumption expenditure “by purpose” (only available up until 2011), we see that some of 

the non-retail-related consumption categories were weak links in the consumer chain. “Housing (which includes rentals and 

owner occupied rental along with services such as domestic workers), water, electricity, gas and other fuels”, is not a strong 

growth consumption area, and not surprisingly either given the major rates and utilities tariff increases, notably electricity. In 

real terms, this consumption category grew by only 1.9% and 2.2% in 2010 and 2011 respectively.  

Education spend, another non-retail consumption component has shown real decline over the past 3 years, which also comes 

as little surprise given high cost increases. And then there’s the other noticeably weak services component of “Hotels, Cafes 

and Restaurant, which saw a return to negative growth after a brief 2010 World Cup bonanza.  

Coming to retail-related components of consumption, while food and beverages shows typically low and stable growth, one 

saw Clothing and Footwear consumption growing by 8.1% in 2011, while Furniture and Household Equipment grew by 6.3%. 

The Recreation, Entertainment and Culture consumption component, driven very strongly by durable recreational products 

also grew strongly in 2011 at 9.4%. And then of course there’s the very strong growth in the Transport consumption category 

(9.2% and 7.9% real growth for 2010 and 2011 respectively), which has much to do with a frantic pace of vehicle retail sales 

growth. 

These figures are illustrated in the SARB household consumption figures below, and illustrate that not all consumer sectors 

have experienced recent boom times since 2010. 

 

  

Real Household Consumption Expenditure by 

Purpose (2005 Prices - Rand)

2007 2008 2009 2010 2011

Non-durable goods - Food, beverages and tobacco 277 691       277 844      274 293      277 174      282 654      

   - % Change 3.6% 0.1% -1.3% 1.1% 2.0%

Clothing and footwear 71 898         77 026        77 266        79 158        85 599        

   - % Change 15.1% 7.1% 0.3% 2.4% 8.1%

Housing, water, electricity, gas and other fuels 157 399       160 960      161 920      165 044      168 733      

   - % Change 4.6% 2.3% 0.6% 1.9% 2.2%

Furnishing, household equipment and routine maintenance 91 334         92 761        90 153        92 484        98 291        

   - % Change 8.7% 1.6% -2.8% 2.6% 6.3%

Health 94 924         101 631      102 842      105 023      112 450      

   - % Change 8.4% 7.1% 1.2% 2.1% 7.1%

Transport 195 884       180 638      167 295      182 631      196 970      

   - % Change -0.1% -7.8% -7.4% 9.2% 7.9%

Recreation, entertainment and culture 51 638         54 834        52 245        55 734        60 996        

   - % Change 12.2% 6.2% -4.7% 6.7% 9.4%

Education 30 524         31 054        30 411        29 896        29 766        

   - % Change 1.2% 1.7% -2.1% -1.7% -0.4%

Hotels, cafes and restaurants 28 620         31 588        27 425        29 052        29 028        

   - % Change 5.9% 10.4% -13.2% 5.9% -0.1%

Miscellaneous goods and services 132 608       149 379      155 776      165 995      176 578      

   - % Change 9.1% 12.6% 4.3% 6.6% 6.4%

Final consumption expenditure by households 1 132 520    1 157 715   1 139 624   1 182 192   1 241 067   

   - % Change 5.5% 2.2% -1.6% 3.7% 5.0%
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Driver 3 of the 2010-2012 mini consumer boom: Easily-acquired consumer credit 

While the mortgage credit component of household-related 

credit has been growing at a snails’ pace, not so for non-

mortgage consumer-related credit growth, which reached a 

very strong growth rate of 25% as at November 2012. 

This steady acceleration in non-mortgage credit has taken 

place since early-2010, in response to a sharpl decline in 

interest rates, and has been a part contributor to strong 

consumer expenditure growth since 2010. 

More recently, however, in 2012, the combination of slowing 

household income growth and accelerating household sector 

credit growth has caused a resumption of the increase in the 

household debt-to-disposable income ratio. In the absence of 

further significant interest rate cuts, this would imply a rising 

debt-service ratio (the cost of servicing the debt burden 

relative to disposable income).  

It seems doubtful, therefore, whether non-mortgage household credit growth can continue to accelerate at the pace that it has 

in recent years, therefore, and I would expect that this driver of consumer spend growth would make a smaller contribution to 

overall consumption, and retail sales, growth in 2013. 

 

CONCLUSION – REAL RETAIL SALES GROWTH EXPECTED TO MODERATE FURTHER GOING INTO 2013 

In short, therefore, there are a number of factors that are stacked against retail sales growth in the near term, and are 

expected to cause it to moderate. These include the likelihood of slower real disposable income growth, and the likelihood of 

a rising debt-service ratio should consumer-related household credit growth continue to grow at recently very strong rates. 

Therefore, it comes as little surprise that, the ‘3-month moving average growth rate in real retail sales continued to slow in 

November, despite a rise in the monthly November growth rate. As mentioned, monthly numbers can be erratic, and as such 

I attach limited significance to the November retail figure alone. More significant is the broader slowing growth rate 

witnessed in the 3-month average, a trend which is expected to continue into 2013. With one month’s data left to come for 

2012, the average real retail growth figure for the entire 2012 is estimated to be around 4.5%. For 2013, real retail growth 

more in line with anticipated economic growth, between 2% and 3%, is expected. 
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