
 
 
 
 
 
 

Real Retail sales growth in July slowed significantly 

slower on the previous month. From 8.6% year-on-

year in June, the rate slowed to 4.2% in July. 

While a growth rate of 4.2% seems to be more 

“sane”, given a rather weak economic and 

disposable income growth rate, monthly figures 

are volatile, so this cannot yet be seen to confirm 

the start of an expected slowing growth trend in 

real retail sales. 

Given the monthly data volatility, we believe it 
better to examine trends using a 3-month 
moving average for smoothing purposes. And on 
a 3-month moving average basis, the year-on-
year growth rate for the 3 months to July was 

still showing a mild rise, from a June rate of 5.2%, to 6.2%. 

However, I am of the opinion that we should anticipate a broad slowdown in year-on-year retail growth in the 
coming months. 

This view is based on a few other growth numbers that have shown “normalization” recently. Most notable in this regard 

is real household disposable income growth. The September SARB Quarterly Bulletin showed further slowing in the 

year-on-year growth rate of real household disposable income. 

From late-2009, the post-recession “Relief Recovery” boosted real household disposable income growth to 

significantly higher levels than the rate of economic growth. How was this “positive differential” achieved? On top of the 

economic growth recovery providing the “normal” boost to employment and income, 2010 saw strong double-digit 

growth in nominal average employee remuneration. This was probably the lagged response of wage growth to the huge 

2008 cost of living spike, as well as the discretionary component of remuneration normalizing sharply after the 

recession. On top of this, 2011 saw 16.6% nominal growth in income on investments, after 2 prior years of decline, 

while 2010 had seen positive consumer inflation developments, with consumer inflation receding to below 4% at a 

stage. And so, whereas real GDP growth reached a “Relief Recovery” peak of 3.4% year-on-year in the 1
st
 quarter of 

2011, real disposable income growth peaked at a far higher 5.7% in the final quarter of 2010. 

HOUSEHOLD SECTOR – JULY RETAIL SALES 
Is slower July retail sales growth a sign that the rate is finally moving down to 

more sustainable levels? 
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The, perhaps surprisingly, strong real retail sales growth over the past 2-3 years can be largely explained by a very 

strong real disposable income growth rate as certain “normalizations” took place after the big 2008/9 price and 

recession shock. 

But these normalizations appear largely a thing of the past, and the differential between real disposable income 

growth and the country’s anaemic economic growth rate was far less significant by the 2
nd
 quarter of 2012, real 

disposable income growing at 3.5% year-on-year, and real economic growth at around 3%. 

Not all of the past few years’ strong retail sales can be explained by strong income growth, however. Accelerating 

household sector credit growth, driven largely by consumption-related credit growth, must also have played a key role. 

However, the SARB now also reports that the Household 

Sector Debt-to-Disposable Income Ratio has begun to 

rise from early in 2012, and this implies a rise in debt-

servicing costs relative to disposable income – negatively 

impacting on disposable income available for 

consumption. The Household Debt-Service Ratio (the cost 

of servicing the total debt burden expressed as a 

percentage of household sector disposable income), 

Interest+Capital version, rose slightly from 11.5% in the 

1
st
 quarter of 2012 to 11.7% in the 2

nd
. The Interest-only 

Debt-Service Ratio also rose slightly from 6.8% to 6.9%. 

So whereas the rapid decline through 2009/10 in the 2 

debt-service ratios was steadily freeing up more 

disposable income for consumption (given that we hardly save in SA), the flat-to-upward move in the ratios has become 

“neutral-to-negative” for consumption expenditure growth. 

Therefore, although the slower 4.2% year-on-year retail sales growth rate cannot yet be said to be confirmation 
of a slowing retail sales growth trend, recent trends in disposable income growth and household debt-servicing 
costs continue to drive my expectation of broadly slower real retail sales growth as year-end approaches, down 
to 2-3% growth rates, more in line with real economic growth rates. 

RETAIL PRICE INFLATION  SLOWED, BUT FOR HOW LONG?. 

Retail prices as a whole continued to show slowing 

slowing inflation in July, due mainly to a turn for the 

better (down) in food price inflation. 

From 4.1% year-on-year in June, retail sales inflation 

slowed to 3.8% in July. This below-4% inflation remains 

significantly below overall consumer price inflation of 

near 5%, which has been kept higher by the likes of high 

petrol price inflation until recently, as well as municipal 

rates, water and electricity tariffs, which fall outside of 

retail. 

The recently troublesome component, i.e. food retail 

inflation, has slowed significantly from a peak of 10.1% 

year-on-year in December 2011 to 6.1% in July 2012, while General Dealer retail inflation (also partly influenced by 

food and beverage prices), has also slowed from 6.8% in January to 5.5% in July. 

The retail inflation category that was going the “wrong way” upwards in recent times was that of Hardware, Paint and 

Glass, accelerating from 2.5% year-on-year in January 2011 to 7.1% in June 2012, helped on by a period of relatively 

strong demand for home maintenance-related materials. In July, however, this category’s inflation rate slowed mildly to 

6.9%, perhaps the start of a declining trend given that demand growth for its products appears to moderated recently 

The big risk to this improved retail price inflation rate at present is a renewed global food price inflation surge, 
driven reportedly by a US drought. This threatens to turn the price inflation of the food component of retail 
upwards in the near term.  
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FOOD RETAIL GROWTH REMAINS SLOW 

Food consumption is typically less cyclical than, say, 

durable and semi-durable consumer goods. The food 

price surge through 2010/11 did, however, lead to some 

cut-back in food spending and thus food-related retail, 

especially on the specialized food retail side, through 

2010/early-2011. Then, late in 2011 this situation 

seemed to reverse itself with some positive growth in the 

specialised food retail area, and renewed acceleration in 

General Dealer retail around the same time. 

This “normalization” in food related retail appears to have 

run its course for the time being, however, with the 3 

months to July showing 2.6% year-on-year growth for 

Specialised Food and Beverage retailers. This rate is 

significantly lower than the March high of 4.3%. General Dealer real retail sales growth for the 3 months to July was 3% 

year-on-year, also significantly lower than the 7% February high. Both of these categories’ real sales growth rates have 

been below overall retail sales growth in the past 3 months, using 3-month moving averages. 

HHARDWARE IS OFF THE BOIL, BUT CLOTHING AND FOOTWEAR IS THE BIG DEAL AT PRESENT 

In the semi-durable categories of retail, certain “replacement and maintenance” backlogs appear to have been 

normalized. By this I am referring specifically to the “Hardware, Paint and Glass” retailer category, whose growth for the 

3 months to July was a mediocre 3.8%, a far cry from double-digit spikes in 2011 as levels of home maintenance 

appeared to normalize following a previous slump. The other home-related retailer category of “Household Furniture, 

Appliances and Equipment” has also gone off the boil, growing by 4.3% year-on-year in real terms for the 3 months to 

July. This is also well-down from near 20% growth levels late in 2010. 

So where is the “hotspot”? Textiles, Clothing and Footwear accelerated to 13.1% year-on-year for the 3 months to July, 

while “Pharmaceuticals, Medical, Toiletries and Cosmetics also showed a growth rate above overall retail sales growth, 

to the tune of 6.7% and rising.  
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CONCLUSION – REAL RETAIL SALES GROWTH EXPECTED TO MODERATE IN THE NEAR TERM 

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 slower real disposable income growth, a rising debt-service 
ratio in recent times due to a rising debt-to-disposable income ratio, and a possible mild rise in retail price 
inflation in the near term as the recent global food price surge feeds into local food prices. 

 Therefore, although the slower 4.2% year-on-year retail sales growth rate cannot yet be said to be confirmation 
of a slowing retail sales growth trend, the expectation remains of  broadly slower real retail sales growth as year -
end approaches, down to 2-3% growth rates, more in line with real economic growth rates. 


