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At a glance

MTM: 1% decrease in consumer spending, accompanied by a 3% drop in transaction rate

YTD: A continued softening in consumer spending growth

Credit card use gains traction across core categories, while debit card use maintains dominance

B E-commerce emerges to be a key growth driver for the home and garden category

Physical stores maintain a strong position, accounting for 91% of consumer spending for June YTD 2024, but online spending growth outpaces it

This report leverages Absa’s Merchant Spend Analytics (MSA) and offers valuable insights into consumer behaviour trends and emerging patterns. This is a monthly
report with a one-month lag.

The analysis presented in this report is based on the data available at the time of writing and is subject to change. Consumer spending data is inherently subject to limitations. Sampling
methods and reporting lags can all introduce some level of error. The findings presented in this report are based on our interpretation of the data and different interpretations are possible.
This report may contain forward-looking statements about consumer spending trends. These statements are based on assumptions and are subject to risks and uncertainties. We encourage
users of this report to carefully consider these limitations and to consult with other sources of information before making any decisions based on the information presented here.

Absa’s Merchant Spend Analytics: June 2024
Consumer Goods and Services
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Briefly | June 2024

Consumer spending (m/m) Transaction rate (m/m)
A volatile consumer spending landscape 20% ) 20% 15%
15% 11% 13% 15% 11%
_ _ o 10% ¢ 10%
Absa’s merchant data shows a 1% decrease in consumer spending compared to £ 5% S sy
) . . . . £ _20, -
the previous month, accompanied by a 3% decline in transaction rates. The s 0% 3% ;.1” 0%
ey . . . o -5% -1%

2024 volatility in both consumer spending and transaction rates mirrors that of £ 10% 2 -5%
- - o 249 9 -10%
2023 where there were periods of growth followed by dips. Further B -15% 24% = 150/"

. o . & _509 -15% a -15%
examination of Table 1 indicates that only seven out of 29 tracked spending ;g;’ 20%

- 0
categories exhibited growth in June 2024, while the remaining categories -30% -25%

; ) ; ; ) c 0 = = > c c 2 ] F > c
contributed to the overall decline. The core categories all experienced a decline L] @ 2 < 2 3 = g s < - 2
with a notable exception from the clothing category, which grew by 10%, likely —2023 ——2024 —2023 —2024
attributable to seasonal purchases.

Graph 2
Graph 1 Source: Absa’s Merchant Spend Analytics
Source: Absa’s Merchant Spend Analytics
The core categories are the following 10 categories that dominate consumer
spending:
Category % chanie
Education
Digital print media -22%
Core categories Books and newspapers -16%
Health practitioners -14%
Food Medical services -11%
BUS| d f . | ) Stationery and office furniture -8%
usiness and professional services Care services o
CIothing Garages -7%
Health and beauty -6%
Home and garden Government -6%
) Automotive -5%
Specialty Home and garden -5%
a0 Transportation -4%
BUI|d|ng and hardware Business and professional services -3%
Garages Commercial and industrial services -3%
Building and hardware -3%
Automotive Sports, outdoors and travel -2%
Tourism -1%
Health and beauty Telecommunication -1%
. . Food -1%
Telecommunication Domestic and cleaning services -1%
Specialty 0%
Electronic equipment and computers 5%
Gambling 5%
Funeral services 6%
Games and gaming 7%
Warehousing and storage 10% o
CIOthing 10% ;2u:::: Absa’s Merchant Spend Analytics
Non-governmental organisations (NGOs):
Social and religious services 13%
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YTD | Total consumer spending

Cautious consumers: Spending softens in the first half of 2024 Consumer spending and transaction rate

35% 32%
Absa’s merchant data indicates a continued softening in consumer spending o 30% 26% .
. . . . 0, %
growth for the first half of 2024 compared to the same period in 2023. While ® gg;z
overall spending increased by 5% and transaction rates by 8% (as depicted on ;.‘,n 15% = » 13%
Graph 3), this reflects a slowdown from previous periods. This moderation is 2 1;’2;" 4% l . . s% o
amplified by the poor performance of core spending categories (Graph 4), which 9 0% . . 1 -
collectively represent 95% of the market share. These categories exhibited & -5% - .
. . . . -1009 °
stagnant growth or a decline in this period. 10% o o ~ - <
S S S S S
Shlftlng consumer Iandscape ® Consumer spending M Transaction rate
Although there has been an overall slowdown in consumer spending, data o e Merchont Spend Al
highlights pockets of resilience among category performance. Table 2, which
depicts the top performing and underperforming categories, indicates that the
top_five performing categories are non—essential' items, which stands o.ut o Core spending categories T A T
against the backdrop of stagnant growth or decline in the core categories. The 60%

. . . D ) 5
particularly noteworthy 98% growth in gambling suggests consumers are s0 R Categor % Change
increasingly seeking ways to offset slow growing incomes and diminishing Gambling 98%

. . . . . . 400/
purchas!ng power. While this behaviour is l.Jnders.tandabIe in the context of ° Digital print media 49%
economic strain, it underscores the potential for increased financial 30% _ _ _ .
vulnerability and problem gambling. 50% : Stationery and office furniture 27%
20% 18%
The underperforming categories are mostly occupied by core spending 10% 0% 13% » 1% Commercial and industrial services 20%
categories. This shift in consumer behaviour could be indicative of consumers 1S o o . . . .
: . . 0% b 5% [ | — - Business and professional services 18%
choosing to forgo new clothes or non-essential travel to survive the current o o Y
economic climate. There are nuances to the clothing category as the industry is _10% 3% % TR % Mk Top five underperforming categories
also battling tough competition from Temu and Shein. '§ $ o é 2 2 g - 2 5 Categor % Change
e 'S s 5 .0 2 © S 0 = .
: : : : @ K] bn o 2 © E 0 = Clothin 0%
The long-term impact of these spending shifts remains to be seen. However, g O o a = o 2 o g 3 ’
. . . . . [)) =
it's clear that consumers are taking a more cautious approach to their finances. 5 E % < k= E Garages -1%
. . . . . "N o
This trend highlights the need for businesses to be flexible and cater to the @ T § T E: Building and hardware _39%
. _ . q6 '5 w ‘
evolving needs of a cost-conscious market. S a - Transportation 8%
o3 . .
§ ®m Consumer spending change Dom_eSt'c and cleaning .
= B Market Share services -12%
@
Graph 4 Table2
Source: Absa’s Merchant Spend Analytics Source: Absa’s Merchant Spend Analytics




YTD | Credit cards versus debit cards

Credit card use is up slightly, but debit card use is the most preferred

June YTD 2024 data reveals a continuation of established consumer
preferences: Debit cards remain the primary payment method, accounting
for 78% of transactions in H1 2024, remaining unchanged from the same
period in 2023.

Debit card use dominates across categories

Across all core categories, debit card use established dominance with no
material changes from H1 2023 (Graph 5) to H1 2024 (Graph 6). While debit
cards continue to be the most popular payment method overall, recent data
indicates a subtle shift in consumer behaviour. Debit card use across core
spending categories appears to growing at slower rate than credit card use,
with the exception of garages, which increased by 2%. This reduced growth
in debit card usage, though not significant, is noteworthy as it coincides
with a rise in credit card transactions.

Credit card outpaces debit card

Table 3 indicates the performance of credit and debit card use for the first
half of 2024 compared to the same period in 2023. In this economic climate,
debit card use may seem like an obvious choice due to its lower costs
compared to credit cards. However, internal data shows an increased use of
credit cards. Credit card use witnessed an increase of 9%, compared to the
4% year-on-year (YOY) growth in debit card transactions. While debit cards
are cost-effective, consumers are increasingly leveraging credit cards to
earn rewards that can be converted into cash or to meet day-to-day needs.

This shift in credit card behaviour is driven by specific categories, including
business and professional services, home and garden, and
telecommunication.
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Source: Absa’s Merchant Spend Analytics
Core categories Debit card |Credit card

Food
Business and professional
Services

Clothing
Home and garden

2%

7%

Specialty

Building and hardware

Garages

Automotive 6% 8%
Health and beauty 6% 8%
Telecommunication 0% 13%
Overall 4% 9%
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YTD | Online and in-store spending

A tale of two shopping experiences: Online growth and persistence of physical stores

While physical stores maintain a strong position, accounting for 91% of Top five performing categories Top five performing categories
consumer spending for June YTD 2024, online spending growth outpaces in- In-store Online
store spending. Online spending have grown by 19% YTD compared to a modest Category Spending change Contribution Category Spending change  |Contribution
4% incr_eas_e_ for in—sto_re spending compared to the same periqd in 2023. This Gambling 98% 0.01% Funeral services 16111% 0.010%
trend signifies a growing consumer preference for the convenience and product Digital print media 339% 0.04% Automotive 1106% 0.40%
breadth offered by online platforms. Stationery and office furniture 27% 0.29% Digital print media 529% 20
; : : : - - - -
The five top-performing in-store categories, despite their individual good gocr;:;e;clﬁ:jzzizgzsfrr:\allelserwce ig; 81:0;0 Garages 390/0 0'00153
performance, do not exert much influence on the overall landscape. Notably, POTE> - — Home and garden 36% 30%
gambling has emerged as the leader for in-store spending, which suggests a ables ables
more nuanced picture of consumer behaviour within the physical retail space, Source: Absa’s Merchant Spend Analytics Source: Absa’s Merchant Spend Analytics
where the immediate gratification and experiential aspects of the shopping
experience hold greater appeal. Top five underperforming categories Top five underperforming categories
. L . In-store Online

The underperforming categories within the online space may be affected by the . — - o

. . . L . : Category Spending change |Contribution Category Spending change |Contribution
wider selection and competitive pricing advantages offered online. The decline 2 2 T - th and b , -
in book and newspaper purchases highlights a potential culprit: the rise of Clothing ~1% 9% Health and beauty i 0.11%
digital print media. This trend underscores the growing consumer preference Books and newspapers -2% 0.06% Building and hardware ~12% 1%
for convenient, on-demand access to content, which online platforms cater to Building and hardware -3% 4% Transportation -22% 6%
effectively. The ease of e-readers, audiobooks and streaming services likely Games and gaming -5% 0.07% Telecommunication -39% 1%
contributes to the decline of physical book and media sales in brick-and-mortar Domestic and cleaning services -12% 0.02% Domestic and cleaning servic -48% 0.0003%
stores.
Online retail experienced lower performance in categories like health and oo Abss's Merchant Spend Anslytice e Abes's Merchant Spend Ansiytice
beauty, building and hardware, and telecommunications, where factors such as
product testing or expert advice might influence customer behaviour and drive
them towards physical stores.
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Spotlight | Home and garden category

E-commerce blossoms: online shopping drives growth

Fuelled by a surge in home improvement projects and a blossoming interest in plants
during the pandemic, the home and garden category experienced a boom. While growth
moderated over the years (Graph 7), the YTD figures for June 2024 in Graph 8 reveal a
promising uptick. Graph 9 shows that the uptick in H1 2024 appears to be driven by the
general merchandise subcategory, suggesting a renewed interest in home improvement
projects and outdoor living spaces. General merchandise grew market share from 47% in
June YTD 2023 to 54% in June YTD 2024. The focus on sustainability and eco-friendly living
may be driving demand. Looking ahead, it will be interesting to see if this momentum
continues throughout the rest of the year, potentially leading to a robust performance for
the home and garden industry.

E-commerce emerges to be a key growth driver for the home and garden category for June
YTD 2024. Absa’s merchant data indicates a significant contribution from online shopping
to this growth. Spending on home and garden products through online platforms has grown
by 36%, now accounting for a substantial 30% share of total online spending.

While in-store shopping for home and garden goods has seen a slight decrease of 1%, it
still contributes 4% to overall in-store purchases. This suggests a potential shift towards a
more balanced omni-channel experience for home and garden products, with both online
and physical stores catering to distinct consumer preferences.

Percentage change
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Graph 7
Source: Absa’s Clothing Merchant Spend Analytics

Other

Leasing services (equipment, furniture, appliance
and tool)

Floor covering stores

Nurseries lawn and garden supply store

Florists supplies, nursery stock and flowers
Heating, plumbing and air conditioning contractors
Pet shops, pet foods and supply stores

Household appliance stores

Furniture, home furnishings and equipment stores
except appliances

Miscellaneous home furnishing specialty stores

Miscellaneous general merchandise

Graph 9
Source: Absa’s Clothing Merchant Spend Analytics
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Graph 8
Source: Absa’s Clothing Merchant Spend Analytics
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Heatmap

Heatmap tracking consumer spending changes per category

Category 2020 2021 2022 2023
Automotive 2% 26% 15% 9%
Books and newspapers 10% 22% 20% 4%
Building and hardware 12% 21% 7% 3%
Business and professional services 98% 85% 65% 38%
Care services 6% 35% 29% 23%
Clothing -1% 21% 1% -13%
Commercial and industrial services 21% 34% 28% 15%
Digital print media 24% 94%  310% 40%
Domestic and cleaning services 58% 84% 44% -4%
Education -14% 6% 32% 17%
Electronic equipment and

computers 20% 23% 9% 5%
Food 11% 10% 9% 9%
Funeral services 39% 37% 2% 40%
Gambling -31% 47% 20%  -10%
Games and gaming 74%  470% 73% 15%
Garages -15% 29% 21% -3%
Government -2% 20% 17% 5%
Health and beauty 14% 15% 18% -5%
Health practitioner -2% 24% 6% 6%
Home and garden 42% 25% 0% 1%
Medical services 5% 39% 19% 10%
NGOs: Social and religious services -25% 35% 24% 9%
Speciality stores -2% 14% 16% 6%
Sports, outdoors and travel 4% 42% 81% 29%
Stationery and office furniture 9% 33% 25% 23%
Telecommunication 6% 11% 22% -5%
Tourism -43% 46% 84% 20%
Transportation -22% 2% 104% 11%
Warehousing and storage 75% -8% 17% -4%
Overall 11% 18% 14% 8%

Tracking year-on-year changes per category
Source: Absa’s Clothing Merchant Spend Analytics

Category H1 2023 H1 2024
Automotive 10% 6%
Books and newspapers 14% 3%
Building and hardware 5% -3%
Business and professional services 46% 18%
Care services 20% 12%
Clothing 10% 20%
Commercial and industrial services 175% 49%
Digital print media 1% -12%
Domestic and cleaning services 18% 17%
Education 5% 5%
Electronic and computers 11% 3%
Food -22% 0%
Funeral services 56% 12%
Gambling -37% 98%
Games and gaming 22% 6%
Garages 2% -1%
Government 15% 12%
Health and beauty -13% 7%
Health practitioners 5% 10%
Home and garden -1% 13%
Medical services 14% 7%
NGOs: Social and religious services 10% 4%
Speciality stores 3% 8%
Sports, outdoors and travel 42% 18%
Stationery and office furniture 25% 27%
Telecommunication 2% 1%
Tourism 38% 7%
Transportation 12% -8%
Warehousing and storage -5% 11%
Overall 8% 5%

Tracking YTD changes per category
Source: Absa’s Clothing Merchant Spend Analytics







Disclaimer

Absa Bank Limited

This brochure/document/material/report/communication/commentary (this commentary) has been prepared by the Corporate and Investment Banking division of Absa Group Limited - a registered
bank in the Republic of South Africa with company registration number 1986/004794/06 and with its registered office at Absa Towers West, 15 Troye Street, Johannesburg, Republic of South Africa
(Absa). Absa is regulated by the South African Reserve Bank. Absa has issued this commentary for information purposes only and you must not regard this as a prospectus for any security or
financial product or transaction. Absa does not expressly, tacitly or by implication represent, recommend or propose that the securities and/or financial or investment products or services (the
products) referred to in this commentary are appropriate and/or suitable for your particular investment objectives or financial situation or needs. This commentary is not, nor is it intended to be,
advice as defined and/or contemplated in the Financial Advisory and Intermediary Services Act 37 of 2002 (FAIS Act) or any other financial, investment, trading, tax, legal, accounting, retirement,
actuarial or other professional advice or service whatsoever (advice). You have to obtain your own advice before making any decision or taking any action whatsoever based hereon and Absa
disclaims any liability for any direct, indirect or consequential damage or losses that you may suffer from using or relying on the information contained herein, even if notified of the possibility of
such damage or loss and irrespective of whether or not you have obtained independent advice. This commentary is neither an offer to sell nor a solicitation of an offer to buy any of the products,
which will always be subject to Absa’s internal approvals and a formal agreement between you and Absa. Any pricing included in this commentary is only indicative and is not binding as such on Absa.
All the risks and significant issues related to or associated with the Products are not disclosed and therefore, before investing or transacting, you should fully understand the products and any risks
and significant issues related to or associated with them. The products may involve a high degree of risk including, but not limited to, the risk of (a) low or no investment returns, (b) capital loss, (c)
counterparty or issuer default, (d) adverse or unanticipated financial market fluctuations, (e) inflation and (f) currency exchange. The value of any product may fluctuate daily as a result of these risks.
Absa does not predict actual results, performances and/or financial returns and no assurances, warranties or guarantees are given in this regard. The indicative summaries of the products provided
herein may be amended, superseded or replaced by subsequent summaries without notice. The information, views and opinions expressed herein are compiled from or based on trade and statistical
services or other third-party sources believed by Absa to be reliable and are therefore provided and expressed in good faith. Absa gives no recommendation, guide, warranty, representation,
undertaking or guarantee concerning the accuracy, adequacy and/or completeness of the information or any view or opinion provided or expressed herein. Any information on past financial returns,
modelling or back-testing is no indication of future returns. Absa makes no representation on the reasonableness of the assumptions made within or the accuracy or completeness of any modelling
or back-testing. All opinions, views and estimates are given as of the date hereof and are subject to change without notice. Absa expressly disclaims any liability for any damage or loss as a result of
errors or omissions in the information, data or views contained or expressed herein, even if notified of the possibility of such damage or loss. Absa does not warrant or guarantee merchantability,
non-infringement of third-party rights or fitness for a particular use and/or purpose. Absa, its affiliates and individuals associated with them may (in various capacities) have positions or deal in
securities (or related derivative securities), financial Products or investments identical or similar to the Products. Absa intends to make this commentary available in South Africa to persons who are
financial services providers as defined in the FAIS Act, as well as to other investment and financial professionals who have professional experience in financial and investment matters. You should
contract and execute transactions through an Absa Bank Limited branch or affiliate in your home jurisdiction unless local regulations permit otherwise. Absa Bank Limited is a licensed Financial
Services Provider. Absa has taken no action that would permit a public offering of the products in any jurisdiction in which action for that purpose is required. The products will only be offered and
the offering material will only be distributed in or from any jurisdiction in circumstances which will result in compliance with any applicable laws and regulations and which will not impose any
obligation on Absa or any of its affiliates. In this commentary reference is made to various indices. The publishers and sponsors of those indices (the publishers and sponsors) do not endorse,
sponsor or promote the products and make no warranty, guarantee, representation or other assurance (express, tacit or implied) relating to the indices. The publishers and sponsors make no
warranties (including merchantability and fitness for purpose). The publishers and sponsors will not incur any liability in respect of any damage or loss that you may suffer as a result of investing in a
product, even if notified of the possibility of such damage or loss. The publishers and sponsors may amend the composition or calculation of indices and have no obligation to have regard to your or
Absa’s need in this regard. The information and views contained in this commentary are proprietary to Absa and are protected by copyright under the Berne Convention. In terms of the Copyright Act
98 of 1978, as amended, no part of this commentary may be reproduced or transmitted in any form or by any means, electronic or mechanical, including photocopying, electronic scanning or
recording, or by any information storage or retrieval system, without prior permission in writing from Absa. The illegal or attempted illegal copying or use of this information or views may result in
criminal or civil legal liability.

Absa Bank Limited Reg No 1986/004794/06 Authorised Financial Services Provider Registered Credit Provider Reg No NCRCP7
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