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Welcome to the Consume
This Newsletter

This publication gives you the latest news in the consumer goods and services sector and is

an opportunity for us to share some of our key insights and findings. We consistently highlight
consumer priorities, constraints and new patterns that emerge and are likely to stay.

With the Consume This content, we share our views on how retail and related sectors are being

shaped by the current and other events in this fast-changing world.
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Is it time to reimagine Black Friday
in the African context?

American novelist, Herman Melville, once wrote: “It is better to fail in originality than to succeed in imitation.”
This quote felt apt as we review consumer habits and the annual Black Friday and Cyber Monday trade events.

While it is always interesting to evaluate some of the data trends originating from COVID-19 and the
work-from-home trend that then moved into a post-COVID-19 economic recovery environment, we are
still grappling with the question: Are these two consumer events actually suitable for the African context?

Naturally, it is easy to assume that anything that benefits the consumer should be viewed as a win, however,
when we start to unpack this question further, a few real questions arise.

How healthy is the African consumer?

The first and most obvious starting point is the financial health of the average consumer on the African
continent. The past 12 to 18 months have been characterised by rising inflation, fuel and electricity,

as well as policymakers responding with interest rate increases as a result. This has put immense strain
on indebted consumers.

Each quarter, credit bureau TransUnion releases its Consumer Pulse surveyl, which analyses the health of
consumer data. For the third quarter of 2023, it noted that the financial status of South African households
was not uniform. Approximately one-third (34%) of families reported an increase in their incomes, and almost
a quarter of them faced a decline. Nonetheless, the majority (72%) of people remained optimistic about their
future incomes, expecting an increase in the coming year. As interest rate increases are being matched with
rising costs of living across the spectrum, the last quarter of the year could be tight, as consumers start to
show signs of financial stress when looking at credit data.
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(Source: Brandequity).

Are retailers innovative enough?
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https://brandequity.economictimes.indiatimes.com/news/marketing/about-40-of-south-african-consumers-shop-more-at-discount-stores/104398835
https://group.jumia.com/news/rural-areas-and-the-future-of-e-commerce-in-africa

What are retailers doing to help struggling consumers?

Retailers are now offering different payment options to alleviate pressure for the consumer.

The third trend that we are following with interest is buy-now-pay-later (BNPL), which has gained
traction across the continent. In South Africa, eCommerce giant Homechoice has pivoted into

a full-blown financial services business with its PaylustNow businesses, securing over 900 000
customers in less than two years. In Kenya, Safaricom has expanded its financial services offering by
incorporating BNPL, while Jumia4 is piloting an offering in Egypt to grow its market share.

Will already struggling consumers really pay more for socially
conscious products?

Lastly, the concept of social and ethical selling, where consumers are prepared to pay up for
products believed to be produced in a more ethical or socially conscious environment, is growing
in interest. With US giant Amazon moving into South Africa, there is a perceived threat to existing
players in the market, as many of the local smaller retailers will have the opportunity to access a
global marketplace for their products — particularly if they can highlight the story behind the
products that they have developed and how their production and purchase benefit

local entrepreneurs.

Going back to the original question that we posed at the beginning of this article:
Is Black Friday suitable for the African context? To answer this question,
we must look at this trade event before and after COVID-19.
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https://www.dailymaverick.co.za/article/2023-08-15-homechoice-pivots-to-financial-services-as-bnpl-market-accelerates/
https://techcabal.com/2023/08/02/bnpl-products-launched-kenya/

Black Friday before COVID-19

Black Friday was largely an in-store event, which exhibited similar characteristics to Black Fridays
in the USA and Asia, I.e., people standing in long queues to purchase goods that were significantly
discounted. Before COVID-19, South African retailers, in particular, were able to offer significant
discounting as a means to clear stock ahead of the December festive season trading period.
Before COVID-19, Black Friday in South Africa was also very similar to Black Friday in the USA,
Asia and Europe, in that it was considered one of the busiest shopping days in South Africa,

with sales showing impressive growth.

Black Friday after COVID-19

Social distancing and lockdown restrictions meant that South African retailers had to change their
approach to Black Friday, turning the event from a one-day, in-store shopping experience to a month-
long campaign, which is now largely online. In fact, Black Friday in South Africa has evolved into Black
November, diluting the original concept and potential value for consumers. Furthermore, with data
showing a consumer who is ailing and at risk, consumer spending behaviour has changed significantly.
Retailers have responded to this by continuously offering discounts throughout the year. This has
resulted in much shallower discounts being offered by retailers during Black Friday and Cyber Monday
after COVID-19 relative to the era before COVID-19, despite consumers calling for the same big and
significant discounts that were observed before COVID-19 and in the USA, Asia and Europe for the
same event. Similar or more impressive discounts are not always commercially viable for South African
retailers, especially given the significant change in the consumer and economic landscape. With this
backdrop, South African retailers are at a pivotal point, having to ask themselves whether Black Friday
still makes sense to promote. Is it perhaps time for retailers to start reimagining Black Friday in the
African context and lead by a differentiation of strategy, or simply opt out of this event?
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Black Friday merchant spend analysis®:
2021 vs 2022

When comparing Black Friday 2021 and Black Friday 2022, total spend increased by 20.3%.

The Black Friday 2022 total number of transactions was 7 885 089, an increase from 6 565 074 transactions
from Black Friday 2021. Given the current economic environment, we could see a subdued spending growth
at this year’s Black Friday. Food and clothing continued to lead in both years, however, clothing regressed

in 2022 - a sign that soaring prices for necessities such as food are affecting how consumers are making
decisions. Health and Beauty did not feature in 2022's top 10, while other categories either had minor
increases or decreases.

2021 Top 10 spend

Business & Professiona Services 1IN 7%
Electronic & Computers Wl 2%
Speciality I 3%
Health & Beauty W 1%
Automotive HH 2%
Garages WM 2%
Building & Hardware I 3%
Home & Garden NN 1%
Clothing NG 7%
Food I 4%

2022 Top 10 spend

Business & Professiona Services I °©%
Electronic & Computers Wl 2%
Speciality NG 11%
Health & Beauty W 2%
Automotive HE 2%
Garages WM 2%
Building & Hardware I 3%
Home & Garden NN 1%
Clothing NG 1%
Food N 42%
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Black Friday store and online spend
analysis?: 2021 vs 2022

Black Friday is mainly an in-store retail event, however, we are seeing an increase in total spend on online
purchases. This minor shift was impacted by the pandemic and now consumers have become accustomed
to the convenience of online shopping. We expect online purchases to increase further this year.

100% Store and online spend analysis
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September merchant spend analysis?®
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Absa Group Limited Reg. No. 1986/003934/06. All rights reserved.

Registered office: 15 Alice Lane, Sandton, 2146, Gauteng, South Africa. The
contents of this document may not be distributed unlawfully. Copyright subsists in
this brochure. No part of this work may be reproduced in any form or by any means
without Absa Bank Limited’s written permission. Any unauthorised reproduction of
this work will constitute a copyright infringement and render the doer liable under
both civil and criminal law. Whilst every effort has been made to ensure that the
information published in this brochure is accurate, Absa Bank Limited, the editors,
publishers and printers take no responsibility for any loss or damage suffered

by any person as a result of the reliance upon the information contained therein.
Terms and conditions apply. Authorised Financial Services Provider and Registered
Credit Provider. You should check that the information provided in the brochure is
still correct and relevant before you use it for your purposes.

Authorised Financial Services Provider Registered Credit Provider Reg. No. NCRCP7
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