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Firstly, SA food inflation saw a 
year-on-year increase from 5.7% 
in Jan to 6.4% in February whilst 
headline CPI remained unchanged 
at 5.7%. In the February Budget, 
it was announced that the number 
of social grant beneficiaries will 
increase from 18.4 million in 
2021/22 to 19.2 million in 2024/25. 
This excludes those receiving the 
Covid Relief Grant. Collectively, 
46% of our population now receive 

some form of social grant and it is only getting worse. 
Bearing this staggering statistic in mind, let’s now examine 
food inflation at the lower LSM income level. Trialed only 
in 2020, it is early days for a new index compiled by the 
Pietermaritzburg Economic Justice and Dignity Group, but 
it does offer some interesting insight. The index tracks a 
basket of 44 core food items purchased most frequently 
by lower-income families across 44 supermarkets and 30 
butcheries that target the low-income market, recorded 
by the actual women responsible for the monthly shop. In 
February, a year-on-year increase of 8.9% was recorded 
with the largest price increases being cooking oil (+35%), 
frozen chicken pieces (+13.5%), canned pilchards (+11%) 
and samp (+11%). This is well ahead of the official rate. 
The average cost of this total household food basket 
in February was R4,355.70. Considering the national 
minimum wage (NWM) for a general worker in January 
2022 was R3,643.92, and with transport and electricity 
averaging R1,344 (36.9% of NMW) and R731.50 (20.1%) 
respectively, this leaves just R1,568.42 to secure all other 
household expenses. What is abundantly clear is that 
there was pressure at the lower end before the Russian 
invasion of Ukraine. Whilst the duration of the war remains 
unknown, one needs to consider that investors were looking 
at inflation, including food inflation, as transitory, with the 
imminent easing in COVID-19 supply-chain bottlenecks 
set to lower food inflation over 2022. This is now looking 

increasingly unlikely.

As populations across emerging markets like China, Africa 
and India swell, the use of fertilizer has become essential 
to boost crop yields. SA imports 70-80% of its fertilizer 
requirements and the alarming rate of input price inflation 
has become a growing concern despite bumper crops over 
the past 2 years. For instance, in January 2022, international 
ammonia, urea, di-ammonium phosphate, and potassium 
chloride prices were up by 220%, 148%, 90%, and 198% 
respectively from a year earlier (prior to the Russian 
invasion). In 2020, in what was a very strong year for 
agriculture, SA imported 11.3% of its fertilizer from Russia 
which is one of the world’s top producers - not just of 
fertilizer - but of one of the essential feedstocks, natural gas. 
Due to Europe’s dependence on Russian natural gas (20% 
of imports), prices have spiked to record highs. Natural gas 
is core to the production of two nitrogen-based fertilizers, 
ammonia and urea. As the EU announces dramatic cuts 
in Russian energy, demand will remain above supply for 
some time as alternative sources are negotiated, causing 
prices to stay elevated over 2022. According to Wandile 
Sihlobo (Economist at AgBiz), SA maize production 
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 � Food inflation at the lower LSM income level is 

potentially 2.5% higher than the official rate of 
6.4%.

 � SA imports 70-80% of its fertilizer needs. Prices 
are soaring given that the primary input is 
natural gas which is trading at record highs.

 � Only 51% of the retail petrol price is oil-related, 
the remaining 49% covers taxes and costs.

 � 46% of our population now receive some form 
of a social grant. This provides an underpin 
for retailers servicing that market, such as 
Shoprite.

Ukraine is often called ‘the bread-basket of Europe’ whilst Russia is the continent’s largest source of 
energy. War between these 2 nations has sent commodity prices to the highest level since 2009. With no 
indication of how long this will last, global food price inflation continues to surprise to the upside. This 
article will look at the impact on SA food inflation, the embattled SA consumer and finally touch on how 
Shoprite managed to deliver solid results.
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(core to food price stability) accounts for c41% of total 
fertilizer consumption followed by sugar cane at 18%. In 
fact, fertiliser accounts for 35% of input costs for grain 
farmers which will no doubt be passed on to producers and 
consumers. SA also imports half of its wheat requirements. 
Given that Russia and Ukraine account for 25% of global 
wheat supplies, it is no wonder that in February the bread 
price rose the most since 2019.

Compounding inflation concerns are rising fuel costs. On 
average, 75% of national grains and oilseeds are transported 
by road, not to mention the additional transport required 
from our national retailers as they move foodstuffs to 
and from distribution centres. According to Dawie Maree 
(FNB Agriculture), “raw maize is transported to millers in 
Gauteng and the processed mealie meal is transported back 
to the rural areas. There is a disconnect between production, 
processing, and consumption in this case, which add costs 
to the consumer.” This does provide an opportunity for 
food producers to expand but this will take years. That 
said, Efficient Group economist, Dr Francois Stofberg 
noted that “motorists currently pay R21.35 for unleaded 
93 petrol inland, but only R10.90 (51%) is oil related. The 
remaining 49% of the price is taxes and costs so, even if 
prices increase 80%, consumers will only feel 51% of that 
80% price increase (40.41%), meaning that fuel prices will 
most likely, in a worst-case scenario, only go up to around 
R30 a litre.” We have commented in recent articles that 
SA’s terms of trade are benefitting from tensions in Russia 
via increased demand for our minerals. This has seen the 
Rand strengthen below R15 to the US dollar (and even 
more against the Euro) and helps mitigate, to some extent, 
our reliance on oil imports. As with all commodity booms, 
the cure for higher prices is exactly that as companies such 
as Saudi Aramco, BP and Shell take advantage of these 

attractive prices by boosting production which ultimately 
rebalances markets and cools prices over time.

Given the large reliance on social grants and rising food 
inflation, it is vital that SA food retailers can meet the 
demands of consumers across the board, and in particular 
the large lower-income group where low price points are 
key to gaining market share. SBG Securities recently 
surveyed 9 retailers across a basket of 22 food items and 
12 household/personal goods, all core to the monthly shop. 
The lowest-priced branded basket saw USAVE, Boxer and 
Makro joint first followed by Shoprite and Spar in joint 
second. The most expensive branded basket was found at 
Pick ‘n Pay which was, on average, 20%, 10% & 7% more 
than Shoprite, Checkers and Woolworths respectively! 
Earlier in March, Shoprite delivered a solid set of half-year 
results against a very challenging backdrop, managing to 
gain market share for 34 consecutive months! How did they 
achieve this?

1. Market leader on price. Over the past decade, Shoprite 
has increased prices by an average of 3.6% per annum 
versus peers (4.3% p.a.) thanks to the Group’s superior 
sales volume growth and supply chain efficiencies. This 
has resulted in the current 2.6% internal rate of inflation, 
remarkable given that broader SA food inflation and 
CPI is at 5.7%. Furthermore, gross profit margins were 
maintained at 24.1% but no doubt pressure will build 
over the next 6 months as input prices rise.

2. Supported Consumer theme. Shoprite via its USAVE 
format has the largest exposure to the lower LSM 
market which will be underpinned by social grants for 
decades to come. 

3. Shoprite has managed to successfully execute on its 9 
strategic drivers (see infographic) over the past 6 years 
which point to the high quality and experience of its 
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Soaring input costs and war-related disruptions are pushing the 
prices of major crops to record levels.
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management team, despite having waved goodbye to 
the founder, Whitey Basson, in December 2016. 

4. e-Commerce Leaders. Avior estimates that the Checkers 
Sixty60 home-delivery app contributed to c42% of 
Shoprite’s total market share gains during H1 2022. 
Importantly, one in three 
customers are new to the 
Group. The number of online 
customers has nearly doubled, 
boosted by lockdowns, but 
post lockdown there has 
been no slowdown as this 
structural change in shopping 
behaviour takes hold. 

5. New categories. Shoprite has 
recently launched new brands 
to target the pet and baby markets, whose market size 
is estimated at R5 billion and R12 billion respectively. 
The biggest opportunity, however, is in the higher-
margin Pharmaceutical and Health retail market, worth 
an estimated R33 billion and R23 billion respectively. 

Shoprite already has 141 MediRite pharmacies but there 
is plenty of room for further expansion.

In conclusion, the war in Ukraine will cause food inflation 
to remain elevated for some time, squeezing South 

African consumers between the 
proverbial rock and hard place. 
In such challenging times, it can 
be difficult to sort the wheat from 
the chaff and step back from 
the headlines. But just focus on 
Shoprite as an example - a 6-year 
plan is only now bearing fruit, 
but it is directly and positively 
impacting the lives of many 
South Africans across all income 

levels. Morgan Housel sums up the current local and global 
situation with the following quote, “Progress happens too 
slowly for people to notice, while setbacks happen too fast 
for people to ignore.”

“Shoprite’s number of online 
customers has nearly doubled, 

boosted by lockdowns, but 
post lockdown there has been 

no slowdown.”

Shoprite has numerous partnerships and opportunities across key business functions.

SHOPRITE’S STRATEGIC PLAN



The topic for the next Insight seminar will be released 
shortly.
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CONTACT DETAILS:

Topic: To be advised

Natal Midlands
Date: TBA
Venue: Oasis Conference Centre,

72 Main Road, Howick
Morning Time: 10am for 10.30am
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Johannesburg
Date: TBA
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Time: 7am for 7.30am
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