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Deck the Malls: Who Got the Consumer’s Rand this festive season?

As we move past the first month of 2026 and settle back into the rhythm of the new year, it s the perfect time
to pause and reflect on the festive season - the golden period for retailers. This window not only reveals
where consumers choose to spend their money but also provides valuable insight into the performance

of the very stocks we hold in our portfolios.

What did you set your sights on this
past Black Friday - did you stash
your cash in hopes of bigger festive
season deals, or dive straight into
the specials? I’ll confess, instead of
splurging on big-ticket items, I went
for the true essentials: coffee, butter,
and cheese. I even found myself
prowling the butcheries, scanning
for any carnivorous bargains, due to
soaring meat prices.

Heading into the 2025 festive season, expectations were
subdued. A high base had been set in 2024, buoyed by
the two pot retirement reform that unlocked additional
consumer spending. Without that extraordinary inflow, it
was clear that households would have less discretionary
cash available this time around.

The year itself began with a wave of GNU optimism, which
initially lifted sentiment and retail stocks - often referred
to as part of the “SA Inc.” basket. Yet that momentum
quickly faded when difficulties arose in passing the first
budget. Encouragingly, the close of 2025 brought with it
some positive news that helped restore investor confidence.
South Africa exited the FATF grey list, government finances
improved in the Medium-Term Budget, a new 3% inflation
target was announced, and S&P Global Ratings delivered
the country’s first sovereign credit upgrade in two decades.
Global tailwinds also contributed: easing trade tensions and
stronger commodity prices - particularly gold and PGMs
- supported the Rand, while rallies in domestic equities
and bonds underpinned a rising wealth effect. Finally, the
Reserve Bank continued to cut interest rates. Combined,
these factors supported accelerating GDP growth.

The consumer wallet
Before delving into the festive season performance for
local retailers, it is worth pausing to consider the health of
the consumer. Over the past few years, households have
been navigating the strain of elevated inflation and higher

SPEED READ
Heading into the 2025 festive season, expectations
were subdued, with retailers facing a challenging high
base set by the surge in spending from the two pot
retirement withdrawals at the close of 2024
Confidence improved toward the end of the year as
South Africa exited the FATF grey list, secured its first
credit rating upgrade in two decades, and interest
rates continued to decline.
However, consumers still entered the 2025 festive
season under pressure from high debt costs and
eroded purchasing power, yet resilience shone
through with real income growth for a second year
and renewed appetite for credit as interest rates
began to ease. This balance of strain and recovery
highlights both the challenges households face and
the cautious optimism supporting retail demand.
Durable goods spending surged on the back of a
stronger Rand, easing inflation, and lower interest
rates, while food sales moderated. Household
furniture, appliances, and pharmaceuticals - especially
beauty - stood out as festive season winners.

interest rates, which eroded disposable income as debt
servicing costs climbed. While wages did rise, they failed
to keep pace with inflation, leaving purchasing power under
pressure.

The PayInc Net Salary Index, which tracks the average
nominal net salaries of roughly three million South African
salary earners (about 36% of the workforce) offers some
encouragement. Nominal salaries ended the year higher
than a year earlier, with the upward trend that started in
2024 carrying into 2025. Average nominal net salaries rose
by 3.7% in 2025, following a 4.6% increase in 2024. This
sustained recovery underscores the gradual strengthening
of economic activity and the resilience of the broader
economy, despite persistent challenges.

For South African employees, 2025 proved to be a strong
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year for earnings, both in nominal and real terms, marking
the second consecutive year of real income growth.

PAYINC NOMINAL SALARY INDEX
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At the close of 2024, nominal salary growth was running above
7%, but has since moderated, reflecting a more measured pace
of earnings expansion.

REMUNERATION VS INFLATION
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In the aftermath of Covid, salary growth consistently lagged
inflation, eroding household purchasing power and leaving
many consumers struggling to keep pace with the rising cost

of living. However, from late 2024 and into the new year,
remuneration growth began to outstrip inflation, due to a sharp
easing in CPI, which fell to its lowest level in 21 years.

In more good news, the debt service cost ratio - the share of
disposable income allocated to debt repayments - has shown
modest improvement, easing from 9.3% in early 2024 to
8.5% in Q3 2025, supported by lower interest rates. Yet, the
burden remains heavy: for highly stressed consumers, this
ratio can be as high as 69%, although the Q3 average has
moderated to 61.6%.

Despite these pressures, confidence across households
and corporates has begun to recover, reflected in renewed
appetite for credit. Private sector credit expanded by 8.7%

year on year in December 2025, marking the strongest
growth since early 2023. Analysts anticipate that further
rate reductions will stimulate demand for high value, credit
intensive purchases such as vehicles and housing. However,
in the absence of liquidity boosts like the two pot retirement
withdrawals, some consumers appear to have leaned more
heavily on credit to sustain spending this holiday season.

CREDIT APPETITE VS INTEREST RATES
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As interest rates climbed, demand for credit from the private
sector slowed, reflecting the higher cost of borrowing. With the
onset of the current cutting cycle, however, credit extension has
begun to expand once again, signalling renewed appetite for
borrowing as financial conditions ease.

Record spending levels
Nonetheless, South Africans proved once again that, despite
economic pressures, they know how to keep the tills ringing.
Consumer spending hit a record R3.23 trillion in the third

RETAIL SALES GROWTH BY SEGMENT
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——General Dealers ——Food, Beverages & Tobacco
——Textiles, Clothing & Footwear

Hardware, Paint & Glass

——Pharmaceuticals, Cosmetics & Toiletries
Household Furniture & Appliances

Having suffered a tough few years where essentials came first,
consumers have increased spending on bigger-ticket furniture
items, as well as clothing. It also appears that DIY spending

is gaining momentum. In contrast, spending on food and
beverages has slowed, underscoring the uneven momentum
across consumer spending.
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quarter of 2025. Retail trade showed healthy growth, with
pharmaceuticals, medical goods, and cosmetics leading
the charge (apparently, looking good is non negotiable).
Clothing and footwear also strutted confidently through the
year, while household furniture and appliances enjoyed a
standout performance, even if their slice of the pie remains

NOVEMBER RETAIL SALES GROWTH
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Retail sales for November grew 3.5% in total, driven largely by

pharmaceuticals, medical goods, and cosmetics (+10.1%), as

well as the other retail category. Some segments, however, did

not have such a grand 2025.

modest.

Festive trading updates

Mr Price delivered a solid festive update, posting growth
of 3.6% - commendable given the high base set in 2024.
Growth in October and November were sluggish at
1.8% and 1.1% respectively, likely pressured by stronger
competition from online players such as Shein and Temu,
whose prices looked even cheaper as the Rand strengthened.
December growth rebounded to 5.9%, and the momentum
continued into January at 4.2% despite a tough base.
Margin compression was noted, reflecting promotional
activity, though management expects margins to be flat for
the financial year.

This solid trading performance was overshadowed by the
announcement in December that they would be buying
German retailer NKD, which unsettled investors due to
limited disclosure and concerns over profitability. MRP’s
reputation as a pure South African retail play with a debt free
balance sheet is now under scrutiny. The upcoming Capital
Markets Day on 17 March should provide clarity. While
near term earnings may be pressured, the performance of
other recent acquisitions inspires confidence - Studio 88
delivered festive growth of 7.7% (December +12.3%), and
Yuppiechef grew 10.1%.

The pharmaceutical sector continued to trend positively

in 2025. Clicks’ group turnover grew by 7.4%, supported
by record Black Friday sales - remarkably, building on
another record set in 2024. Despite heavy discounting
from competitors, Clicks reported strong demand for
their Christmas gifting ranges. Nonetheless, December
performance was weighed down by aggressive promotional
competition and minor distribution centre challenges in the
Western Cape, which briefly affected product availability.
However, these issues accounted for just 0.6% of group
sales and have since been resolved. Management confirmed
that supply has normalised and the group remains on track
to meet its targets.

Another retailer that we have a close eye on is Lewis, which
trades in the Household furniture and appliances segment.
As seen in the retail sales data above, Lewis had a good
2025 and this trend continued into the festive season with
revenue increasing by 7.8% for the latest quarter, boosted
by strong Black Friday trading.

Across the sector, the absence of two pot liquidity saw many
retailers lean on clearance and promotional activity to drive
demand. Woolworths Fashion, Beauty and Homeware used
markdowns to manage inventory, while Clicks noted that
competitor promotions weighed on its festive trade. The
trade off between margin and topline growth remains a
theme, with final results expected to reveal the true impact
in the months ahead.

Conclusion

Spending on durable goods surged, buoyed by a stronger
rand, subdued inflation in this category, and lower interest
rates. Retail data suggests discretionary apparel spending
leaned toward discounters, while aspirational fashion
remained muted, as highlighted in Truworths’ update.
Woolworths Food delivered solid high single digit growth,
though festive sales showed some moderation. Household
furniture and appliances enjoyed robust demand - likely
reflecting pent up purchases from consumers still burdened
by debt costs but encouraged by easing inflation and the
opportunity to finance big ticket items. Pharmaceuticals,
particularly beauty, were standout performers, with both
Woolworths and Clicks reporting strong festive sales.
Perhaps you indulged yourself with a fragrance or treated
someone close to you.

South African households closed out 2025 in a firmer
financial position, even as rising living costs continued to
weigh on sentiment. Encouragingly, the broader economic
backdrop points to resilience and accelerating momentum.
So, despite the tough conditions evident across SA last
year, the stage is set for a better 2026. Retailers are out of
favour with investors, but they stand to benefit if the year
unfolds as we expect.
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Topic: The trend is your friend.

Natal Midlands

Date: 12 March 2026
The topic for our first Insight presentation for the year, to Venue: Christ Churgh Howick, 23 Mare
be held in March, is “The Trend is Your Friend”. More detail Street, Howick
will follow but we will explore trends across various topics Morning Time: 10am for 10.30am

Evening Time: 5.30pm for 6pm

Johannesburg

Date: 10 March 2026

Venue: Rosebank Union Church, Cnr

Winne Mandela Drive and St

n Harvard House is on Facebook Andrews Road, Hurlingham

Time: 7am for 7.30am
u Harvard House is on YouTube

Cape Town

Date: n/a

CONTACT DETAILS: Venue: SSISA Conference Centre, Bound-

For more information on the range of products and services ary Road, Newlands, Classroom 1,

offered by Harvard House Investment Management and its . 3rd Floor
associated companies (including Harvard House, Chartered Time: 7.30am
Accountants), or for any financial advice, please contact Venue: ABRU Motor Studio, Lourensford
the Company at: Wine Estate, Somerset West
Time: 5.30pm for 6pm
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The information contained in this newsletter comes from sources believed to be reliable, but Harvard House Investment Management (Pty)
Ltd, Harvard House Financial Services Trust, Harvard House Insurance Brokers and Harvard House, Chartered Accountants (collectively known
as the Harvard House Group), do not warrant its completeness or accuracy. Opinions, estimates and assumptions constitute our judgment as
of the date hereof and are subject to change without notice. Past performance is not indicative of future results. This material is not intended
as an offer or solicitation for the purchase or sale of any financial instrument. Any investor who wishes to invest with the Company should
seek additional advice from an authorized representative of the firm. The Company accepts no liability whatsoever for any loss or damages
whatsoever and howsoever incurred, or suffered, resulting, or arising, from the use of this newsletter. The contents of this newsletter does not
constitute advice as contemplated in the Financial Advisory and Intermediary Services Act (FAIS) of 2002.

The Harvard House unit trusts are registered under the Boutique Collective Investments. Custodian: Standard Executors & Trustees: Tel (021)
007-1500. Collective Investments are generally medium to long term investments. The value of participating interests may go down as well as
up and past performance is not necessarily a guide to the future. Collective Investments are traded at ruling prices and can engage in script
lending. Forward pricing is used. Commission and incentives may be paid and if so, are included in the overall cost. This fund may be closed
to new investors. Collective Investment prices are calculated on a Net Asset Value basis and auditor’s fees, bank charges, trustee and RSC
levies are levied against the portfolio. The portfolio manager may borrow up to 10% of portfolio NAV to bridge insufficient liquidity. Boutique
Collective Investments (RF) Pty Ltd (“BCI”) retains full legal responsibility for the third party named portfolio. Boutique Collective Investments
is a member of ASISA and is an authorised Financial Services Provider. Should you have any further queries or complaints regarding the suite
of units trusts offered by The Harvard House Group please contact: Boutique Collective Investments Call Centre, Tel: (021) 007-1500, Email:
clientservices@bcis.co.za. For your information, the FAIS ombudsman provides an independent and objective advisory service. Should you not
be satisfied with the outcome of a complaint handled by Boutique Collective Investments, please write to, The Ombudsman, PO Box 74571,
Lynnwoodridge, 0040. Telephone (012) 470 9080/99. Fax (012) 348 3447. Email: info@faisombud.co.za

Performance figures quoted for the portfolio is from Morningstar, as at the date of this document for a lump sum investment, using NAV-NAV
with income reinvested and do not take any upfront manager’s charge into account. Income distributions are declared on the ex-dividend date.
Actual investment performance will differ based on the initial fees charge applicable, the actual investment date, the date of reinvestment
and dividend withholding tax. Performance fees do not apply to any funds managed by Harvard House. The manager does not provide any
guarantee either with respect to the capital or return of the portfolio. A schedule of fees, charges, and maximum commissions are available
on request from the manager.

Harvard House Investment Management (Pty) Ltd*, Licence no: 675 Harvard House Insurance Brokers*, License no. 44138

Harvard House Financial Services Trust*, Licence no: 7758 * Authorised financial service providers in terms of FAIS (2002)






