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The	end	of	November	2017	sees	South	Africa	in	limbo.		Everyone	is	waiting	for	the	results	of	the	elective	conference	of	the	ANC
which	will	determine	which	path	South	Africa	will	be	taking.		The	current	opinion	is	that	if	the	faction	supporting	the	President’s
ex-wife,	Nkosazana	Dlamini	Zuma	wins	then	we	will	see	a	continuation	of	the	corruption	and	state	capture	that	has	crippled	our
country.	 	 It	 is	 for	 that	reason	that	many	South	Africans	are	hoping	for	a	victory	for	 the	other	faction	led	by	Cyril	Ramaphosa.	
This	faction	is	perceived	to	be	positive	and	more	growth	orientated.		The	election	outcome	is	too	close	to	call	at	this	point	and	we
would	expect	to	see	many	more	political	moves	in	the	coming	weeks.
	
The	big	economic	news	in	November	was	the	downgrade	of	South	Africa’s	credit	rating	to	junk	status	by	the	large	global	credit
rating	firm	S&P.		Their	peer	Moody’s	decided	to	keep	their	rating	of	South	Africa’s	debt	unchanged	as	they	have	opted	to	wait
for	 the	Budget	speech	 in	February	 to	see	how	the	country	 is	going	 to	balance	 their	budget	deficit	and	reduce	government	debt
going	 forward.	 	The	 fact	 that	we	didn’t	 have	 a	 double	 downgrade	has	 surprisingly	 caused	 the	 currency	 to	 strengthen	with	 the
Rand	finishing	the	month	off	its	1	year	lows.		There	was	clearly	a	lot	of	bad	news	priced	into	the	currency	and	thus	even	half	bad
news	can	cause	it	to	strengthen	marginally.	
	
We	would	however	issue	caution	as	we	cannot	see	February’s	budget	being	able	to	close	the	gap.		Any	further	burden	placed	on
the	cash	 strapped	 taxpayers	will	have	a	negative	 impact	on	growth	as	 a	 result	of	 taxes.	 	Neither	do	we	 see	government	 cutting
expenditure	 to	 any	 large	 extent.	 	 There	 has	 also	 been	 talk	 of	 the	 budget	 expenditure	 towards	 health	 and	 social	 grants	 being
reduced	but	unfortunately	the	impact	of	these	will	be	felt	by	those	that	need	them	the	most.	
	
The	JSE	Alsi	continued	on	its	upward	trajectory	although	a	large	part	of	that	was	driven	by	Naspers,	the	largest	individual	stock
on	our	exchange.	 	Great	 results	 and	 forecasts	 from	 their	 large	 investment	 in	Tencent	 filtered	 through	 to	 their	 share	price.	 	 It	 is
quite	correct	when	people	say	that	the	fortunes	of	the	local	stock	exchange	are	determined	to	some	extent	by	the	performance	of
a	Chinese	gaming	company.
	
We	would	 like	 to	 remind	all	medical	 aid	members	 that	 any	plan	upgrades	need	 to	be	done	 in	 the	month	of	December.	 	 In	 the
event	you	still	require	some	advice	on	medical	aid	you	are	more	than	welcome	to	contact	Magwitch.
	
Finally	we	wish	all	our	clients	a	festive	holiday	season	and	hope	that	everyone	can	get	through,	what	we	predict	will	be	a	volatile
month,	without	too	much	stress.
	
Magwitch	Securities
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FINANCIAL	VIEW

	
THE	DIRTIEST	FOUR	LETTER	WORD	–	SALE!
	
As	we	are	entering	the	festive	season	we	decided	to	take	a	light	hearted	look	at	how	marketers	entice	us	to	spend	our	hard	earned
income.
	
We	 have	 recently	 seen	 some	 of	 the	 reported	 figures	 from	 last	 week’s	 Black	 Friday	 sale	 and	 in	 many	 ways	 they	 are	 quite
astounding.	 	 Black	 Friday	 is	 seen	 as	 the	 biggest	 sale	 day	 of	 the	 year	 and	 marks	 exactly	 one	 month	 to	 Christmas.	 	 American
marketers	 created	 this	 day	 to	 boost	 revenue	 through	 ridding	 redundant	 stock	 at	 “crazy”	 prices,	 South	 African	 business	 has
followed	 suit.	 	 Black	 Friday	 has	 been	 so	 well	 marketed	 locally	 that	 the	 website	 of	 the	 large	 South	 African	 online	 shopping
platform,	Takealot.com,	crashed	due	to	the	massive	volume	of	shoppers	trying	to	log	in.	 	What	makes	this	extraordinary	is	 that
the	site	crashed	in	the	very	early	hours	of	the	morning,	when	most	of	those	shoppers	would	normally	have	been	sleeping….
	
The	final	statistics	released	by	Takealot.com	indicated	that	they	had	2.2m	visitors	to	their	website	and	managed	to	generate	R87
million	in	gross	merchandising	value	on	the	day.	 	Our	concern	is	how	many	of	those	shoppers	purchased	items	that	 they	really
needed	 and	 how	many	 purchased	 purely	 because	 the	 item	was	 on	 sale.	 	 In	 the	 financial	 view	 this	month	we	 look	 at	 impulse
buying	and	how	the	retailers	take	advantage	of	our	psychology	to	increase	the	sales	they	make	to	us.
	
Impulse	Buying
	
Impulse	buying	is	an	unplanned	decision	to	buy	a	product	or	service,	made	just	before	the	purchase.		How	many	of	us	have	gone
to	the	shops	with	a	simple	shopping	list	and	ended	up	with	far	more	items	in	our	trolley?		That	is	the	simplest	example	of	impulse
buying	and	would	apply	to	the	vast	majority	of	us.
	
There	are	many	 reasons	 for	 impulse	buying	but	 the	 largest	one	 is	 that	 retailers	 take	advantage	of	 the	psychology	of	 shoppers.	
Have	 you	 ever	 notice	 that	 every	 supermarket	 is	 laid	 out	 in	 the	 same	 fashion?	 	 This	 isn’t	 done	 to	 help	 you	 shop	 through
familiarity.
	
How	“Bricks	and	Mortar”	Retailers	layout	their	store	to	entice	you	to	spend
	
The	layout	of	every	supermarket	often	looks	like	this:
	

A	lot	of	research	has	been	done	on	behalf	of	the	retailers	and	the	layout	is	scientifically	done	to	get	you	to	travel	through	as	much
of	the	store	as	possible.		The	more	items	you	come	across	the	more	likely	you	are	to	buy	something.		The	general	statistics	is	that
two	 thirds	 of	 what	 we	 purchase	 in	 a	 supermarket	 are	 impulse	 buys	 and	 are	 not	 predetermined	 or	 planned.	 	 This	 is	 achieved
through	using	the	following	methods.
	

Flowers	are	 located	at	 the	entrance,	 this	 is	 to	entice	 shoppers	 into	 the	 store	with	 something	 that	 appeals	 to	 the	 senses	–
especially	sight	and	smell.
Fresh	produce	is	placed	immediately	behind	the	flowers	and	the	first	food	item	that	you	will	see.		Part	of	what	the	retailer
seeks	to	achieve	here	is	to	convince	you	that	everything	in	the	store	is	fresh.
The	Bakery	is	positioned	in	the	back	corner	of	the	store.		The	theory	behind	this	is	that	the	smell	of	freshly	baked	breads
and	other	 products	will	 appeal	 to	 your	 smell	 and	draw	you	 through	 the	 store	 to	 the	back.	 	The	other	 thing	 is	 that	 the
smell	 of	 baked	 products	 gets	 the	 saliva	 glands	 going	 and	 the	 hungrier	 you	 are	 when	 you	 shop,	 the	 more	 you	 will
purchase.
The	Deli	or	Coffee	Bar	 is	often	 right	at	 the	entrance	of	 the	 shop.	 	The	 theory	being	 that	 if	you	can	 rest,	 relax	and	eat
prior	to	your	shopping	you	are	more	likely	to	spend	time	within	the	store	as	you	don’t	need	to	rush.
Dairy	 products,	 eggs	 and	meat	 are	 often	 placed	 at	 the	 further	 reaches	 of	 the	 store	 to	 force	 you	 to	 go	 deeper	 into	 it,
passing	more	items	along	the	way.
Lastly	the	checkout	queue	–	the	ultimate	impulse	buying	temptations.		The	checkout	queue	includes	all	the	items	that	are
small	 and	generally	 lower	 priced.	 	These	 items	 are	 easy	 to	 add	 to	 your	 basket	while	 you	wait	 in	 line	 and	 seem	not	 to
make	a	huge	difference	to	the	overall	cost	of	your	basket.	 	This	 is	where	shops	make	their	most	profit	and	money	and
hence	the	reason	that	newer	shops	tend	to	have	one	long	checkout	queue	where	the	first	in	line	goes	to	the	next	available
till.	 	Research	shows	that	this	is	no	quicker	than	having	many	queues,	but	it	does	mean	that	the	single	long	queue	takes
you	past	many	more	items	on	your	way	to	the	til

	
Simply	walking	past	something	though	wouldn’t	necessarily	entice	you	to	buy	it.	 	Retailers	have	other	tricks	at	their	disposal	to
convince	you	to	buy.		The	most	obvious	one	that	they	utilise	is	the	dirty	four	letter	word	-	“sale”.		Humans	are	by	nature	savers	in
that	given	the	choice	between	two	identical	products	most	of	us	will	choose	the	cheaper	one.	 	Retailers	know	that	so	 they	mark
down	prices	on	selected	items	and	then	make	sure	that	the	mark	down	is	clear	and	visible.		We	then	purchase	the	item	as	the	price
seems	too	good	to	refuse,	but	once	again	is	it	something	that	we	actually	needed	and	were	heading	into	the	shop	to	specifically
buy?
	
Shopping	has	evolved	these	days	to	far	more	online	purchases.		This	has	had	an	impact	on	the	traditional	tactics	that	retailers	use.	
Although	the	sale	of	many	products	will	decline	as	a	result	of	the	move	to	online	platforms,	especially	products	that	were	sold	in
the	checkout	queue;	we	believe	that	due	to	simplicity	the	move	to	online	shopping	can	cause	even	more	impulse	buying.
	
How	Online	Retailers	layout	their	website	to	entice	you	to	spend
	
Most	impulse	buying	is	done	through	an	appeal	to	your	senses.		When	shopping	online	you	don’t	have	the	same	interaction	with
the	 product	 and	 you	 can	 always	 come	 back	 later	 to	 purchase	 it	 as	 there	may	 not	 be	 the	 same	 level	 of	 urgency	 as	 being	 in	 a
“Bricks	 and	Mortar”	 retailer.	 	When	 in	 a	 traditional	 shop	 you	 are	 under	 a	 self-imposed	 urgency	 as	 you	 don’t	want	 to	 have	 to
return	to	the	store	so	you	make	more	snap	decisions.		An	online	retailer	creates	the	same	urgency	through	the	following	tactics:
	

Each	product	has	an	image	linked	with	it	which	is	handy	to	inspect	the	product.	 	They	include	a	zoom	function	on	the
image	so	that	you	can	inspect	it	even	closer.
Online	platforms	have	records	of	all	products	that	you	have	looked	at.		They	use	this	information	to	suggest	other	items
that	 you	may	 like.	 	 Further	 they	 use	 this	 information	 to	 advertise	 in	web	browsers	 like	Google	 to	 ensure	 that	 you	 are
constantly	reminded	of	the	product.
The	online	platform	will	provide	discounts	for	limited	periods	or	limited	quantities	only.		This	is	forcing	you	to	make	a
snap	decision	as	you	don’t	want	to	miss	out.
They	often	offer	contingent	free	shipping	if	your	total	purchases	are	above	a	certain	amount.		It	encourages	you	to	add
goods	to	your	basket	until	you	reach	that	free	shipping	level.
Lastly	 they	 are	 well	 positioned	 to	 take	 advantage	 of	 commercial	 events	 and	 holidays	 to	 move	 product.	 	 The	 online
platforms	 like	Takealot	and	Amazon	are	consumer	 to	consumer	platforms.	 	They	 take	a	margin	on	what	 is	 sold	but	 in
most	cases	don’t	actually	hold	the	stock	themselves.		A	“Bricks	and	Mortar”	retailer	will	actually	negotiate	the	sales	price
with	the	online	platform	and	they	will	provide	the	product.		In	the	event	items	aren’t	sold	the	online	platform	has	never
taken	ownership	of	the	products	and	thus	has	no	risk	of	stock	obsolescence.		One	can	only	imagine	the	number	of	fake
pumpkin	lanterns	that	are	lying	around	unsold	after	Halloween	but	for	the	online	platform	it	doesn’t	affect	them	so	they
can	just	keep	running	themed	specials	and	events.

In	our	mind	the	online	shopping	experience	can	be	more	detrimental	to	the	shopper.		Product	is	very	easy	to	access,	to	purchase
and	often	costs	a	lot	more	than	your	chocolate	in	the	checkout	queue.		In	addition	is	the	overall	cost	really	cheaper?
	
Why	Impulse	Buying	is	detrimental
	
The	main	problem	with	 impulse	buying	 is	 that	you	are	 spending	money	 -	often	on	credit	on	 items	 that	you	often	don’t	need.	
This	is	money	that	could	be	used	to	better	effect	elsewhere.		The	money	that	has	gone	towards	the	impulse	buy	could	have	been
used	to	pay	for	something	you	did	actually	need.		Or	alternatively	it	could	have	been	used	to	grow	your	wealth	or	reduce	your
debt,	not	add	to	it.
	
The	way	to	counter	Impulse	Buying
	
There	 are	 a	 number	 of	 different	 methods	 to	 reduce	 impulse	 buying	 but	 the	 two	 most	 effective	 are	 actually	 quite	 difficult	 to
implement.		Both	are	quite	easy	in	theory	but	can	be	more	difficult	to	utilise.		In	practise	if	you	master	them	the	erosive	impact	on
your	wallet	of	impulse	buying	will	be	reduced.
	
Follow	a	mandatory	waiting	period
	
This	is	especially	important	when	shopping	online.	 	Implement	a	mandatory	waiting	period	such	as	a	week.	 	You	have	that	full
week	to	consider	whether	you	need	the	product	and	if	you	still	feel	it	is	a	necessity	then	purchase	it	after	that	week.		Many	items
will	fall	off	your	needed	list	if	you	actually	have	the	time	to	think	about	it.		Retailers	are	aware	of	the	benefit	and	impact	of	using
a	mandatory	waiting	period	which	is	why	they	put	deadlines	on	offers.		Spending	one	week	thinking	about	a	purchase	may	mean
that	the	purchase	is	no	longer	available	at	the	offered	price	–	just	another	tactic	to	get	you	to	spend	money.
	
Use	cash	where	possible
	
It	 is	 too	 easy	 to	 spend	using	credit	 cards.	 	There	 is	no	 immediate	pain	 as	you	will	 only	 settle	 the	 credit	 card	 at	 a	 later	point	 in
time.		Using	cash	forces	you	to	“feel	the	pain”	each	time	you	open	your	wallet	as	you	see	the	money	reducing	each	time.		Cash
unfortunately	 is	difficult	 to	use	as	 it	 is	 a	 less	 secure	asset.	 	 In	 the	event	you	are	opposed	 to	cash	 try	use	a	debit	card	 instead	of
credit	card.		You	will	still	see	your	available	balance	reducing	immediately	which	impacts	on	other	possible	spending.
		
The	Magwitch	opinion	on	Impulse	Buying
	
We	believe	that	impulse	buying	is	difficult	to	eradicate	due	to	the	psychological	benefits	for	the	consumer.		Magwitch	thus	don’t
advocate	 that	 you	 need	 to	 stop	 impulse	 buying.	 	What	 we	 have	 tried	 to	 highlight	 in	 this	 article	 is	 how	 you	 are	 actually	 at	 a
disadvantage	when	doing	any	form	of	shopping.		Awareness	of	the	tactics	the	retailers	use	to	get	you	to	spend	more	money	can
be	used	to	your	advantage	and	will	also	help	you	avoid	 the	carefully	 laid	“traps”	 that	are	around	any	retail	outlet.	 	This	can	be
especially	important	with	the	holiday	season	approaching	and	all	the	shopping	pressures	that	come	with	it.
		

	

ABOUT	MAGWITCH

	
Magwitch	Securities	is	a	Financial	Services	Broker	offering	the	following	products	as	a
comprehensive	financial	solution	to	both	individuals	and	businesses:

	
• Employee	Benefits • Retirement	Planning • Money	Market

• Medical	Aid • Investment	Planning • Investments

• Risk	Benefits • Estate	Planning • Treasury	Management

• Short	Term	Insurance • Foreign	Exchange • Trust	Administration

	
t:	011	453	3048 f:	011	453	0715 www.magwitch.co.za

	
Magwitch	Securities	Proprietary	Limited	is	an	authorised	financial	services	provider,
registered	with	the	Financial	Services	Board	-	FSP	number	26829

	
	
	
Disclaimer:	Although	every	 effort	 has	been	made	 to	 ensure	 the	 accuracy	of	 the	 content	of	 this	newsletter,	Magwitch	Securities
(Pty)	Ltd	 accepts	 no	 liability	 in	 respect	 of	 any	 errors	 or	 omissions	 contained	 herein.	The	 contents	 of	 this	 newsletter	 cannot	 be
construed	as	financial	advice	and	does	not	confer	any	rights	whatsoever,	enforceable	against	any	party	and	does	not	replace	any
legal	contract	or	policy	which	may	be	subject	to	terms	and	conditions.
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