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FORE WORD

It is without a doubt that we are operating
through the unprecedented COVID-19 crisis.
Governments around the world are grappling
with how best to kick-start their economies in a
responsible manner. Consumers are nervous
about their physical health and the impact of an
uncertain economic outlook on their financial
wellbeing. Prior to the pandemic, global
consumer demand and consumption habits were
already shifting with an increasing trend towards
convenience, healthier lifestyles, experiences
and value offerings. These trends have if
anything been accelerated by the COVID-19
pandemic and resultant lockdowns. Through any
structural shift, there are the inevitable winners
and losers, with opportunities available for those
who had started to reposition their business to
take advantage of emerging consumer trends.

Many corporates, irrespective of size, have
accelerated their digital journeys including
enhancing their e-commerce channels and
offerings. There is a greater focus from both
Consumer-Packaged Goods (CPG) companies
and retailers on how to better connect and serve
customers in what has become a minimal
contact environment. A key component to this is
data and to the ability to leverage and optimise
human-centered design solutions.

One may argue that this is not relevant to sub-
Saharan Africa (SSA) given the macroeconomic
challenges facing many of the key markets
(South Africa, Nigeria, Angola, Mozambique),
poverty and largely informal economies.

However, with a household consumption
expenditure estimated at 8JSD1,4bn, this is one
of the fastest growing regions globally,
supported by a young, increasingly urbanized
population, an opportunity that cannot be
ignored. With less disposable income per
household relative to developed and other
developing markets, consumers are even more
discerning. Essential items such as food,
personal and home care will remain the core of
any basket. The challenges for CPG corporates
and retailers will be the way they deliver into
these consumer needs, while managing their
own supply chains, routes to market and
competition challenges.

In 2019, Standard Bank published a report titled
Soft drinks in East Africa: still or sparking, where
we explored the soft drinks landscape in the
Eastern region of sub-Saharan Africa. This
document draws attention to a specific area of
the growing consumer sector and was
developed to highlight opportunities and risks,
but also to enhance debate around the
fundamentals of future investing. One of the key
findings in that report was regional fi h uand
s p o k srategies adopted by corporates in
Africa and expanding business operations from
there.

Apart from retailers and CPG corporates
ensuring their supply chains are sufficiently
shielded from local market dynamics, winning in
the African markets requires a long-term strategy
and significant financial investment. Forming
successful local business partnerships and
gaining an understanding of consumer
preferences in the chosen country of operation
remains critical. Businesses must account for
local market nuances as what works in Nigeria
does not necessarily work in Kenya and vice
versa.

In this 2020 edition of our Retail in Africa series,
we focused our attention on the evolving modern
retail landscape trends and dynamics across
four key regions in SSA, namely Nigeria, Ghana,
Kenya and Ethiopia. @~ While household
consumption happens predominantly across the
traditional market channels, modern retail market
penetration has increased steadily. The aim with
this report was to gain a better understanding of
factors that have been shaping these shifts and
the regional market dynamics.



The team spent time on the ground in each
market, engaging with numerous customers to
understand the key factors behind consumer
purchasing behaviour and to map the
competitive landscape. Price points are always
key in markets and the team attempted to
recreate a typical consumer basket across each
of the markets to get a better sense of how
retailers are pricing baskets in each country
versus the same basket in South Africa i the
most developed modern retail market in SSA.
Some of the interesting findings that emerged
from this y e a rdiécsvery were that although
South Africa has the most developed modern
retail market, the South African basket was on
average ¢.30% cheaper from a packaged food
perspective, and ¢.12% cheaper in personal and
home care items. We delve deeper into these
basket pricing variances as well as package size
and product preferences, which differ from one
region to the next.

Our field work took place a few months before
COVID-19 emerged as a bigger reality for the
African continent. While market dynamics are
likely to have shifted, we believe the findings
remain relevant and insightful. We hope this
report will enhance your understanding of the
modern retail landscape in SSA and uncover the
opportunities that Africa has to offer, while
providing the groundwork for  deeper
conversations.

The Standard Bank Consumer Team looks
forward to the opportunity to share our passion
for Africa with you.

Africa is our Home,
we drive her growth.

Clive Potter i Global Head, Standard
Bank Consumer Sector




