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Consumer confidence falters 

After recovering further from -12 to -9 index points during the first quarter of 2021, the FNB/BER 

Consumer Confidence Index (CCI) backpedalled to -13 in the second quarter of 2021.1 The latest 

reading remains well below the average CCI reading (of +2 since 1994) and denotes very depressed 

consumer confidence levels, albeit less negative compared to the extraordinarily pessimistic readings 

of -33 and -23 recorded during the second and third quarters of 2020 (when severe pandemic-

induced economic restrictions were implemented). A breakdown of the CCI per household income 

group shows an alarming turnabout in consumer sentiment among low-income households, with the 

CCI for the least affluent consumer group crashing from a neutral level in the first quarter to deep 

into negative territory during the second quarter.  
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Details 

The decline in the CCI during the second quarter of 2021 can be ascribed to a deterioration in the 

economic outlook and the time-to-buy durable goods (e.g. vehicles, furniture, household appliances 

and electronic goods) sub-indices of the CCI. These indices contracted by 9 and 4 index points 

respectively and are once again quite downbeat. In contrast, the household financial outlook index 

 

1 The second quarter CCI survey was conducted by means of a telephone call survey between 7 and 14 June 

2021. Covid-19 infection rates have been edging upwards in SA since the second week of May, but really 

started to surge during the second week of June - right around the time when the survey was conducted. 

South Africa moved from level 1 to level 3 of the risk adjusted strategy on 16 June 2021, imposing a tighter 

curfew at night, reintroducing restrictions on alcohol sales and slashing the number of people allowed at 

gatherings.  
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remained steady at a positive reading of +10 index points, suggesting that most consumers expect 

their household finances to improve over the next twelve months. 

 

 19Q2 19Q3 19Q4 20Q1 20Q2 20Q3 20Q4 21Q1 21Q2 

Overall FNB/BER CCI 5 -7 -7 -9 -33 -23 -12 -9 -13 

Economic outlook 11 -17 -14 -16 -21 -23 -12 -5 -14 

Household financial 

outlook 
13 12 11 14 -13 -2 6 10 10 

Suitability of the 

present time to buy 

durable goods 

-10 -15 -18 -26 -64 -44 -30 -32 -36 

 

However, a breakdown of the CCI per household income group shows profoundly diverging results 

for the different income groups in South Africa. From an income group perspective, the decline in 

the overall CCI can largely be attributed to a major deterioration in the confidence levels of low-

income households (earning less than R 2 500 per month), with the low-income confidence index 

plunging from zero to -22 index points during the second quarter. Low-income households turned 

very pessimistic about the outlook for the economy; no longer expect their household finances to 

improve over the next year; and now consider the present time as highly inappropriate to purchase 

durable goods. At -22 index points, low-income confidence is now even marginally below the level 

of -20 recorded during the third quarter of 2020. 
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FNB Chief Economist Mamello Matikinca-Ngwenya pointed out that, "A string of negative 

developments in all likelihood knocked the confidence levels of less affluent consumers, including 

soaring food and fuel prices, the onset of a third wave of COVID-19 infections in SA and the feeble 

recovery in low-skilled employment following unprecedented job losses last year. However, the 

expiration of the substantial social grant top-ups implemented in 2020, as well as the Social Relief 

of Distress (SRD) grant and the TERS programme, arguably dealt the largest blow to the spending 

power and confidence levels of low-income consumers." Together, the social grant top-ups and the 

SRD grant boosted the disposable income of vulnerable households by about R7bn per month. Given 

that low skilled employment numbers have not nearly recovered to pre-COVID levels, the expiration 

of these grants now leaves a gaping hole in low-income budgets.    

In contrast, high- and particularly middle-income confidence levels saw far smaller declines during 

the second quarter, and affluent consumers are now much less pessimistic compared to low-income 

households. The confidence level of high-income households (earning more than R20 000 per month) 

slipped from -15 to -18 during the second quarter, while that of middle-income earners (i.e. 

households with a monthly income of between R2 500 and R20 000) edged down from -7 to -9 index 

points. In both cases, the declines can largely be ascribed to a deterioration in the perceived 

economic prospects of the country. Consumers across all income groups are in all likelihood 

concerned about the adverse effects of renewed economic restrictions on the back of soaring COVID-

19 infections, particularly given South Africa's slow vaccination rate. Increasingly frequent load-

shedding in recent months probably also dented consumers' rating of South Africa's economic 

prospects. 

However, high- and middle-income households did not trim their rating of the outlook for their 

household finances, nor their rating of the appropriateness of the present time to buy durable goods, 

in line with their downwardly revised expectations for the economy. Most high-income consumers 

expect the financial position of their household to remain unchanged over the next 12 months, while 

the majority of middle-income consumers anticipate a further improvement in their household 

finances. Moreover, the rating of the appropriateness of the present time to buy durable goods 

remained relatively unchanged among affluent consumers during the second quarter. Retail sales of 

furniture, electronics, appliances and hardware recorded robust volume growth during the first 

quarter of 2021 - the stable time-to-buy durable goods reading among middle- and high-income 

consumers (the group with by far the biggest spending power) suggests that durable goods sales 

volumes still held firm during the second quarter. 

Bottom line 

"The decline in consumer confidence during the second quarter of 2021 points to a lower willingness 

to spend among consumers and will likely translate into slower growth in overall consumer spending 

compared to the impressive first quarter growth rate," said Matikinca-Ngwenya. However, she also 

pointed out that, "Clear signs of a two-speed consumer market have started to emerge." Following 

strong spending on food and other groceries during 2020, volume growth in the non-durable goods 

category is now coming under pressure on the back of a significant deterioration in the household 
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finances of low-income consumers (who typically spend the bulk of their income on food and basic 

necessities).  

In contrast, durable and semi-durable goods sales volumes are being supported by pent-up demand 

from high- and middle-income consumers, who reduced their debt in 2020 on the back of record-

low interest rates; accumulated savings by slashing their spending (e.g. on overseas holidays and 

new vehicles); and benefitted the most from the personal income tax cuts announced in the February 

national budget. Although durable and semi-durable goods sales are also likely to experience some 

headwinds in the third quarter in the form of the fast-spreading third wave of infections and possible 

further economic restrictions, the medium-term prospects for these categories (and high-income 

consumers) are decidedly rosier compared to the outlook for the non-durable goods category (and 

low-income consumers). In the absence of further expansionary welfare spending by the 

government, the prospects for low-income consumers and non-durable goods retailers are very 

much tied to job creation, which has been the Achilles heel of the SA economy. 
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Background 

Consumer confidence surveys provide regular assessments of consumer attitudes and expectations and are used 

to evaluate economic trends and prospects. The surveys are designed to explore why changes in consumer 

expectations occur and how these changes influence consumer spending and saving decisions. 

The FNB/BER CCI combines the results of three questions posed to adults in South Africa, namely the expected 

performance of the economy, the expected financial position of households and the rating of the appropriateness 

of the present time to buy durable goods, such as furniture, appliances and electronic equipment. 

Until the second quarter of 2019, the FNB/BER CCI was based on face-to-face interviews of between 2 000 and 

2 500 urban adults. Due to weak demand, the three service providers in South Africa - Nielsen, Ipsos Markinor 

and TNS Kantar – could not always guarantee surveys with a quarterly frequency between 2016 and 2019. 

Internationally, the majority of CCIs are based on telephone call surveys. As a result, the BER switched to 

telephone call surveys in the third quarter of 2019.  The 500 respondents are representative of the racial and 

household income composition of the urban adult population of South Africa.  

Consumer confidence is expressed as a net balance. The net balance is derived as the percentage of respondents 

expecting an improvement / good time to buy durable goods less the percentage expecting a deterioration / bad 

time to buy durable goods. 

A low level of confidence indicates that consumers are concerned about the future. They may be worried about 

job security, pay raises and bonuses. With such a frame of mind, consumers tend to cut spending to basic 

necessities (e.g. food and services) to free up income for debt repayment. If confidence is high, consumers tend 

to incur debt (or reduce savings) and increase spending on discretionary items, such as furniture, household 

equipment, motor vehicles, clothing and footwear. Some of these items are often financed on credit. Spending 

on these items declines when confidence is low, as households can generally delay their purchase without 

experiencing an immediate deterioration in living conditions. 

A rise in consumer confidence reflects an increased willingness of consumers to spend. However, this willingness 

only translates into actual sales if consumers’ ability to spend improves. Their ability to spend depends on their 

inflation adjusted after-tax income and the availability of credit. A rise in consumer confidence could therefore 

result in an upturn in household consumption spending in general and retail and motor vehicle sales in particular. 

The opposite applies when the level of consumer confidence declines. 

 


