
This has negatively impacted recent pro�t margins yet 
underpins Philips’ strategy to capture long-term value in 
high-tech, high-margin medical systems markets. 

By disaggregating Philips’ three core businesses into their 
underlying components, we conclude that currently just under 
70% of group revenue is generated by businesses with strong 
pro�tability and competitive advantages, such as Cardio 
Ultrasound, Patient Monitoring and Personal Care. These units 
hold dominant market positions and bene�t from strong 
after-sales and recurring revenue streams. A further 15-20% of 
the portfolio, comprising Sleep Care and Enterprise Informatics, 
is temporarily underperforming but set to normalise to far 
higher pro�tability in the near term. While the remaining 
businesses, made up of lower margin imaging modalities, 
continue to lag competitors, management’s ongoing streamlining 
efforts offer positive optionality to the broader investment case.  

For these reasons, we are optimistic about a strong long-term 
pro�t trajectory for Philips, and our clients have exposure in our 
global funds.

supported by growing contributions from capital-light, 
software-based revenue streams. A full migration to modern, 
cloud-based architecture has substantially reduced 
maintenance costs. In contrast to competitors' closed systems, 
Philips provides a vendor-neutral offering, strengthened by its 
strong US position in patient monitoring, serving as a strategic 
foundation for informatics cross-selling.

Personal Care
This division operates across four categories within a niche 
market, namely oral care, male grooming, female beauty and 
mother and child care. As a ubiquitous consumer brand, this 
market has robust long-term potential, with considerable 
opportunities remaining. For example, around 70% of consumers 
worldwide still use manual toothbrushes and razors. Philips 
also has signi�cant exposure to developing economies, where 
China plays a particularly important role. 

More strength than strain
Philips spends a large amount on R&D (illustrated below) - well 
above Western competitors (as a percentage of sales) and 
substantially high compared to Western and Chinese players4. 
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to upgrade components incrementally rather than replace 
entire systems, resulting in strong retention and long-term 
pro�tability. This market is expanding beyond traditional 
hospital settings, encouraged by advancements in remote 
monitoring and telehomecare technologies.

Sleep business recovery points to pro�tability: Philips is a 
major player in the global sleep care market. Such conditions 
remain signi�cantly underdiagnosed - with more than 80% of 
sleep disorders undetected - despite treatment offering clear 
reductions in morbidity and mortality. Diagnosis rates have 
improved with the rise of wearable technology evolving from 
specialist monitoring devices linked to mainstream tools like 
the latest Apple watches, now with apnea detection. 

Obstructive Sleep Apnea (OSA) is closely linked to rising rates of 
obesity and other lifestyle diseases. The growing use of GLP-12 

drugs is helping reduce OSA severity. This may dampen long-term 
demand for continuous positive airway pressure therapy. 

Currently, the market is a duopoly, dominated by ResMed and 
Philips. ResMed enjoys high gross margins and strong returns, 
buoyed by the sale of high-margin consumables like masks and 
connectors. Despite recovering from a product recall and 
litigation, Philips remains the second-largest player and is on 
track to return to pro�tability in this growing segment.

Pro�t potential in data analytics and software: Philips’ 
Enterprise Informatics business, built around Picture Archiving 
and Communication Systems (PACS), originated in the 1980s as 
a digital replacement for �lm-based medical imaging. Initially 
used in radiology and later in cardiology and pathology, PACS 
relied on global DICOM3 standards, which continue to support 
standardised, AI-ready data archives. 

Although Philips is currently the largest player, it has historically 
underperformed �nancially in this area. Motivated by an 
engineering-led culture, Philips developed complex, customised 
solutions with costly after-service requirements. Pro�tability 
was hampered by software-speci�c inefficiencies without 
corresponding pricing power. The business has, however, reached 
break-even and is expected to deliver stronger pro�tability, 

procedures. A global shift toward less invasive surgery should 
underpin long-term growth in this area, where Philips commands 
the largest share of the market. 

In Cardio Ultrasound, Philips ranks second in overall ultrasound 
and �rst in the specialist cardiovascular subsegment, globally. 
This business also delivers the highest margins within the 
Diagnostic Care segment.

In contrast, however, Philips’ performance in large-scale 
imaging - speci�cally the ‘heavy iron’ modalities (X-ray, CT and 
MRI) - is a drag on overall pro�tability. This area signi�cantly 
underperforms competitors like GE and Siemens, mainly due to 
a smaller installed base, which limits access to high-margin 
after-sales service revenue, typically accounting for around 
50% of imaging sales. 

Philips is a frontrunner in R&D investment, demonstrated by 
its helium-free MRI technology, that reduces infrastructure 
requirements, thereby lowering installation costs and improving 
accessibility. Traditional MRIs rely on large volumes of liquid 
helium, necessitating reinforced �oors and venting systems. 
However, Philips’ lighter helium-free design allows more 
�exible placement, thereby reducing installation requirements 
and costs. Despite these advancements, �nancial returns 
have yet to improve meaningfully. Management plans to 
address this by simplifying the imaging portfolio to reduce 
product variety and focus on scalable platforms that lower 
manufacturing costs and improve margins.

Connected Care 
Locked in on patient monitoring: Philips is an entrenched global 
leader in this highly pro�table business, comprising systems 
that track patient vitals and key health metrics - alerting 
healthcare providers to critical changes and enabling timely 
interventions. High-margin upfront equipment sales and 
regular periodic revenue from upgrades, services and 
consumables boost pro�tability. Philips has the largest worldwide 
market share, reinforced by a dominant position in the US. 

Competitor challengers must overcome high switching costs 
for hospitals as these systems are deeply embedded into 
hospital IT infrastructure, work�ows and electronic health 
records. Philips’ modular designs also offer hospitals the option 

 market share domestically and across other developing
 regions. This trend is accelerated by Chinese regulatory
 mandates requiring Western players such as Philips to
 localise manufacturing and R&D in order to maintain market
 access. Signi�cant R&D leakage has resulted as technical
 knowledge, talent and supplier relationships diffused into
 the Chinese domestic ecosystem. Chinese OEMs have
 therefore developed rapidly, emerging as credible global
 competitors, particularly in cost-sensitive markets.

° outdated imaging infrastructure in many developed markets
 has caused equipment �eets to age beyond optimal
 replacement cycles, creating a backlog of demand for system
 upgrades and renewals.

° the expansion of screening programmes has seen public
 health initiatives focused on early disease detection,
 propelling the demand for additional imaging capacity.
 Notably, the growing adoption of low-dose CT screening for
 lung cancer is supporting increased utilisation of diagnostic
 imaging systems.

° a wider uptake of minimally invasive surgical and 
 interventional techniques is raising the demand for
 real-time, high-precision imaging. These procedures rely on
 advanced systems that can deliver accurate visualisation
 with minimal patient impact.

° the expanding use of AI is improving accuracy, speed and
 scalability across diagnostic settings. AI is transforming
 medical imaging work�ows, whereby algorithms detect
 subtle abnormalities, reduce diagnostic errors and accelerate
 throughput - bene�cial amid radiologist shortages. 
 Furthermore, AI-based interpolation can reduce MRI scan
 times by up to 50%. Teleradiology is expanding through
 remote image interpretation supported by AI, while emerging
 AI applications include non-invasive CT-based blood �ow
 assessments and ultra-fast foetal brain ultrasounds. 

Diagnosis and Treatment
Philips has two standout businesses in this segment - 
Image-Guided Therapy (IGT) and Cardio Ultrasound - 
showing strong performance and global market leadership. 

IGT integrates imaging into operating rooms and robotic 
surgery platforms, combining pre-operative scans with 
real-time intra-operative imaging to guide minimally invasive 

We investigate the case for Philips following signi�cant 
restructuring efforts to reposition the company to lead in 
high-barrier to entry, consumables-driven markets. 

Shifting market dynamics prompt change
Philips shed its electronics, semiconductor, audio-visual and 
lighting divisions in the early 2000s as part of a strategic 
restructuring. More recently, it divested the domestic appliances 
business, although it continues to earn royalties from brand 
licensing. Today, it operates (and mostly leads) in three core 
segments (charted below), within industries de�ned by high 
entry thresholds and continuous sales demand1. 

Growth in medical imaging fuels rise of Chinese challengers
In alignment with global healthcare developments, Philips 
stands to bene�t from the demand for imaging equipment 
that is expected to grow 4-6% per annum over the medium 
term. This is supported by several structural trends, including:

° the rising adoption of imaging technologies in developing
 economies, where diagnostic infrastructure remains
 underdeveloped. Growth is expected to be led by China,
 supported by aggressive government investment in
 healthcare infrastructure. Concurrently, imaging original
 equipment manufacturers (OEMs) in China are gaining

From its humble beginnings over four decades ago in 
KZN’s Empangeni region, Boxer has emerged as one of 
South Africa’s fastest growing discount supermarkets 
with a well-de�ned retail offering. After fully acquiring 
Boxer in 2002, Pick ’n Pay (PnP) was forced to sell part 
of its stake in 2024 due to �nancial woes. Boxer’s 
subsequent 34% listing on the JSE raised R8.5 billion, 
making it South Africa’s largest initial public offering 
since 2017 and giving investors direct exposure to one 
of the JSE’s most dynamic growth companies.  



with social grant disbursements and paydays. In contrast, 
Shoprite’s Usave sees peak trading mid-month, mainly from 
top-up purchases. 

Approximately 45% of the South African population are social 
grant recipients, highlighting the substantial opportunity for 
retailers targeting this demographic. Moreover, social grant 
related spending is forecast to grow 5% annually - from 
R266 billion in 2024/25 to R300 billion by 2027 - reinforcing 
Boxer’s long-term runway for growth.

Bang for your buck 
Boxer has become famous for their combo deals, designed to 
help stretch shopper budgets. These essential product bundles 
are, on average, 12% cheaper than items bought individually - 
encouraging cross-category and bulk purchasing. In many 
cases, customers pool their money to purchase larger bulk 
bundles and then divide items among themselves - also known 
as a grocery stokvel - allowing all to bene�t from the savings.

A standout success has been Boxer’s integration of private label 
products into its combo deals. Its 23 private label brands - 
including Boxer, Best Cook and Golden Ray (named after PnP 
founder Raymond Ackerman) - span 600 products and currently 

South Africa’s informal grocery retail market is expected to 
grow from R403 billion in 2024 to R494 billion by 2027 - an 
average annual growth rate of 7%. Boxer aims to win market 
share from informal and independent traders by offering 
proximity, scale and affordability. However, incumbents remain 
formidable, bene�tting from deep community ties that offer 
valuable insight into local needs. Some traders provide credit 
and many employ agile pricing strategies. Additionally, their 
ability to offer ‘break-bulk’ sales that allow customers to buy 
smaller quantities (eg a cup of sugar instead of a full bag) 
makes them especially appealing to customers, particularly 
later in the month. Consequently, the proven resilience and 
resourcefulness of these traders have earned the respect of 
customers and the formal retail chains.

A race for space 
Boxer plans to double its 525-store estate over the next �ve 
years. Concurrently, Shoprite is set to double its footprint with 
the planned opening of 500 new Usave stores and the 
expansion of its core brand. Spar’s SaveMor also plans to 
double its 61-store base over the next two years. This rollout 
surge intensi�es competition for prime sites and heightens the 
risk of cannibalisation within Boxer’s own network, particularly 
in already saturated areas.

We acknowledge the opportunity for Boxer to expand into 
these nodes, however, we are mindful that future capital 
deployed into these already well-served markets may yield 
lower returns and sales densities. While we appreciate Boxer’s 
operational excellence, high returns and strong cash �ows, 
we believe the current market valuation of the company 
represents over-optimism about substantial rollout success 
and underestimates the execution risks tied to its bold 
expansion strategy. We therefore do not hold Boxer shares in 
our portfolios at present.

SA discounter brand comparisons

turnover is roughly one-�fth that of its larger adversary. Boxer’s 
simpli�ed product range streamlines inventory management 
and supports consistent stock availability, which is critical in 
ensuring customer satisfaction.

Location, location, location
Boxer’s store placement strategy is designed to target 
price-sensitive consumers and is an integral part of its overall 
business approach. By locating stores near to where customers 
live and commute, transport costs are minimised. In 
conjunction with consistently low prices and the convenience 
of in-store social grant collection, this reinforces Boxer’s 
reputation as an accessible, community-rooted brand.  

Lean, mean, winning model
A key pillar of Boxer’s business model is its strong commitment 
to minimising costs, re�ected in the lowest costs-to-sales 
ratio2 in the industry. This is achieved through several 
measures including:

° low-cost, no-frills store layouts designed for high footfall 
 and maintained with simple, scalable IT systems; 

° lower store rental costs owing to non-premium but
 high-traffic store locations; 

We delve into the factors that have propelled Boxer’s success, 
its competitive positioning and its growth strategy.

Boxing clever
Boxer holds 6.4% of the formal domestic grocery market and 
operates over 500 stores countrywide. With a people-focused 
approach, it primarily targets the enlarged middle- to 
lower-income consumer segments through three key formats: 
Superstores (62%), Liquor (31%) and Building Materials (6%). 

Despite its smaller size relative to Shoprite, its main rival, Boxer 
has proven to be a formidable competitor. Its differentiated 
merchandising strategy offers a curated range of 3 000 SKUs1 

- compared to Shoprite’s 11 000 (compared below) - with a core 
offering built around shelf-stable essentials (ie maize meal, 
rice, oil and beans). These products can be stored at ambient 
temperatures, negating the need for complex and costly 
cold-chain logistics. 

A narrow product range enables larger order sizes from 
suppliers, strengthening Boxer’s purchasing power and 
enabling procurement on competitive terms. Passing these 
savings on to customers is a fundamental pillar of Boxer’s 
operating model. In some key product lines, Boxer even holds a 
higher market share than Shoprite - remarkable given its 

° distribution centres (DCs)3 that function as warehouses,
 without the need for expensive cold chain infrastructure; and

° fresh produce sourced directly from farmers, or nationally
 from fruit and vegetable markets, and transported directly to
 stores - eliminating the need for specialised storage.

Boxer’s low-cost model also applies to new store development, 
with a full-service supermarket costing as little as R17 million 
to open, and a liquor store just R1.6 million. This lean approach 
reduces capital intensity and supports self-funded growth 
through strong operating cash �ows. The result is exceptional 
performance: a three-year average return on equity of 84% and 
a return on invested capital of 26% - signi�cantly surpassing 
industry averages of 26% and 12%, respectively.

Targeted growth
Lower-income consumers, who make up Boxer’s core customer 
base, contribute an estimated 52% of South Africa’s formal 
grocery spend and represent the fastest-growing segment in 
the market. Within this demographic, population growth and 
rising living costs support the increasing number of consumers 
resorting to shopping at value-focused retailers such as Boxer. 
Their customer base often earns less than R12 000 per month, 
with many being social grant recipients. Around 60-70% of 
Boxer’s monthly sales occur at month-end, which is consistent 

Will Boxer maintain momentum?

contribute 19% of revenue. These value-led offerings resonate 
strongly with price-conscious consumers, boosting loyalty and 
basket size. On average, private labels are 17% cheaper than 
branded alternatives, with some like Best Cook Baked Beans 
even outselling well-established brands such as Koo. Including 
private label products in combo deals offers an attractive, 
low-risk opportunity for customers to trial Boxer’s own brands. 
As preference and trust builds, customers are more likely to 
repurchase these products outside of promotions, improving 
long-term loyalty and growing the share of private label sales. 
This bene�ts the customer and Boxer - the latter through 
improved gross margins and greater product control. Despite 
already holding a material sales share, we see meaningful 
headroom for growth in private label products at Boxer.

Can it compete with the heavyweights?
Boxer’s investment case hinges on expanding its store network 
and market share. Management has identi�ed R106 billion in 
expansion opportunities across all nine local provinces - almost 
three times its 2024 revenue. There are markets where Boxer 
currently has little or no presence but where the demand for 
value-focused retail remains buoyant. Boxer aims to double its 
turnover over the next six years, re�ecting an ambitious 
strategy following a 23-year track record of 19% average 
annual sales growth (charted on the previous page). 

However, there are plenty of challenges, particularly in that many 
regions are already well served by entrenched competition, 
notably the Shoprite Group through Shoprite, Usave and (to a 
lesser extent) OK Stores. Shoprite’s brand familiarity, extensive 
logistics network and early-mover advantage give it a solid 
foothold that we believe will be difficult to dislodge. This is 
especially evident in the Western Cape - Shoprite’s home base 
and stronghold - where Boxer (active since 2015) operates 
fewer than 15 stores. Conversely, Shoprite and Usave together 
have more than 150 outlets in the province.

1 Stock keeping units (SKUs): the number of distinct products.
2 Operating expenditure expressed as a percentage of sales.

*Private label penetration disclosed at a group level
Source: Company data, Camissa Asset Management
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with social grant disbursements and paydays. In contrast, 
Shoprite’s Usave sees peak trading mid-month, mainly from 
top-up purchases. 

Approximately 45% of the South African population are social 
grant recipients, highlighting the substantial opportunity for 
retailers targeting this demographic. Moreover, social grant 
related spending is forecast to grow 5% annually - from 
R266 billion in 2024/25 to R300 billion by 2027 - reinforcing 
Boxer’s long-term runway for growth.

Bang for your buck 
Boxer has become famous for their combo deals, designed to 
help stretch shopper budgets. These essential product bundles 
are, on average, 12% cheaper than items bought individually - 
encouraging cross-category and bulk purchasing. In many 
cases, customers pool their money to purchase larger bulk 
bundles and then divide items among themselves - also known 
as a grocery stokvel - allowing all to bene�t from the savings.

A standout success has been Boxer’s integration of private label 
products into its combo deals. Its 23 private label brands - 
including Boxer, Best Cook and Golden Ray (named after PnP 
founder Raymond Ackerman) - span 600 products and currently 

South Africa’s informal grocery retail market is expected to 
grow from R403 billion in 2024 to R494 billion by 2027 - an 
average annual growth rate of 7%. Boxer aims to win market 
share from informal and independent traders by offering 
proximity, scale and affordability. However, incumbents remain 
formidable, bene�tting from deep community ties that offer 
valuable insight into local needs. Some traders provide credit 
and many employ agile pricing strategies. Additionally, their 
ability to offer ‘break-bulk’ sales that allow customers to buy 
smaller quantities (eg a cup of sugar instead of a full bag) 
makes them especially appealing to customers, particularly 
later in the month. Consequently, the proven resilience and 
resourcefulness of these traders have earned the respect of 
customers and the formal retail chains.

A race for space 
Boxer plans to double its 525-store estate over the next �ve 
years. Concurrently, Shoprite is set to double its footprint with 
the planned opening of 500 new Usave stores and the 
expansion of its core brand. Spar’s SaveMor also plans to 
double its 61-store base over the next two years. This rollout 
surge intensi�es competition for prime sites and heightens the 
risk of cannibalisation within Boxer’s own network, particularly 
in already saturated areas.

We acknowledge the opportunity for Boxer to expand into 
these nodes, however, we are mindful that future capital 
deployed into these already well-served markets may yield 
lower returns and sales densities. While we appreciate Boxer’s 
operational excellence, high returns and strong cash �ows, 
we believe the current market valuation of the company 
represents over-optimism about substantial rollout success 
and underestimates the execution risks tied to its bold 
expansion strategy. We therefore do not hold Boxer shares in 
our portfolios at present.

turnover is roughly one-�fth that of its larger adversary. Boxer’s 
simpli�ed product range streamlines inventory management 
and supports consistent stock availability, which is critical in 
ensuring customer satisfaction.

Location, location, location
Boxer’s store placement strategy is designed to target 
price-sensitive consumers and is an integral part of its overall 
business approach. By locating stores near to where customers 
live and commute, transport costs are minimised. In 
conjunction with consistently low prices and the convenience 
of in-store social grant collection, this reinforces Boxer’s 
reputation as an accessible, community-rooted brand.  

Lean, mean, winning model
A key pillar of Boxer’s business model is its strong commitment 
to minimising costs, re�ected in the lowest costs-to-sales 
ratio2 in the industry. 

This is achieved through several measures including:

° low-cost, no-frills store layouts designed for high footfall 
 and maintained with simple, scalable IT systems; 

° lower store rental costs owing to non-premium but
 high-traffic store locations; 

We delve into the factors that have propelled Boxer’s success, 
its competitive positioning and its growth strategy.

Boxing clever
Boxer holds 6.4% of the formal domestic grocery market and 
operates over 500 stores countrywide. With a people-focused 
approach, it primarily targets the enlarged middle- to 
lower-income consumer segments through three key formats: 
Superstores (62%), Liquor (31%) and Building Materials (6%). 

Despite its smaller size relative to Shoprite, its main rival, Boxer 
has proven to be a formidable competitor. Its differentiated 
merchandising strategy offers a curated range of 3 000 SKUs1 

- compared to Shoprite’s 11 000 (compared below) - with a core 
offering built around shelf-stable essentials (ie maize meal, 
rice, oil and beans). These products can be stored at ambient 
temperatures, negating the need for complex and costly 
cold-chain logistics. 

A narrow product range enables larger order sizes from 
suppliers, strengthening Boxer’s purchasing power and 
enabling procurement on competitive terms. Passing these 
savings on to customers is a fundamental pillar of Boxer’s 
operating model. In some key product lines, Boxer even holds a 
higher market share than Shoprite - remarkable given its 

° distribution centres (DCs)3 that function as warehouses,
 without the need for expensive cold chain infrastructure; and

° fresh produce sourced directly from farmers, or nationally
 from fruit and vegetable markets, and transported directly to
 stores - eliminating the need for specialised storage.

Boxer’s low-cost model also applies to new store development, 
with a full-service supermarket costing as little as R17 million 
to open, and a liquor store just R1.6 million. This lean approach 
reduces capital intensity and supports self-funded growth 
through strong operating cash �ows. The result is exceptional 
performance: a three-year average return on equity of 84% and 
a return on invested capital of 26% - signi�cantly surpassing 
industry averages of 26% and 12%, respectively.

Targeted growth
Lower-income consumers, who make up Boxer’s core customer 
base, contribute an estimated 52% of South Africa’s formal 
grocery spend and represent the fastest-growing segment in 
the market. Within this demographic, population growth and 
rising living costs support the increasing number of consumers 
resorting to shopping at value-focused retailers such as Boxer. 
Their customer base often earns less than R12 000 per month, 
with many being social grant recipients. Around 60-70% of 
Boxer’s monthly sales occur at month-end, which is consistent 

contribute 19% of revenue. These value-led offerings resonate 
strongly with price-conscious consumers, boosting loyalty and 
basket size. On average, private labels are 17% cheaper than 
branded alternatives, with some like Best Cook Baked Beans 
even outselling well-established brands such as Koo. Including 
private label products in combo deals offers an attractive, 
low-risk opportunity for customers to trial Boxer’s own brands. 
As preference and trust builds, customers are more likely to 
repurchase these products outside of promotions, improving 
long-term loyalty and growing the share of private label sales. 
This bene�ts the customer and Boxer - the latter through 
improved gross margins and greater product control. Despite 
already holding a material sales share, we see meaningful 
headroom for growth in private label products at Boxer.

Can it compete with the heavyweights?
Boxer’s investment case hinges on expanding its store network 
and market share. Management has identi�ed R106 billion in 
expansion opportunities across all nine local provinces - almost 
three times its 2024 revenue. There are markets where Boxer 
currently has little or no presence but where the demand for 
value-focused retail remains buoyant. Boxer aims to double its 
turnover over the next six years, re�ecting an ambitious 
strategy following a 23-year track record of 19% average 
annual sales growth (charted on the previous page). 

However, there are plenty of challenges, particularly in that many 
regions are already well served by entrenched competition, 
notably the Shoprite Group through Shoprite, Usave and (to a 
lesser extent) OK Stores. Shoprite’s brand familiarity, extensive 
logistics network and early-mover advantage give it a solid 
foothold that we believe will be difficult to dislodge. This is 
especially evident in the Western Cape - Shoprite’s home base 
and stronghold - where Boxer (active since 2015) operates 
fewer than 15 stores. Conversely, Shoprite and Usave together 
have more than 150 outlets in the province.

Boxer’s sales growth and notable events

3 Boxer’s newest DC is costing less than R185 million for its 50% ownership stake, with a total
 project cost of R365 million. By comparison, Shoprite and PnP’s most recent DCs were
 valued at R1.5 billion and R2.2 billion, respectively. 

Source: Boxer, Standard Bank Group Securities
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with social grant disbursements and paydays. In contrast, 
Shoprite’s Usave sees peak trading mid-month, mainly from 
top-up purchases. 

Approximately 45% of the South African population are social 
grant recipients, highlighting the substantial opportunity for 
retailers targeting this demographic. Moreover, social grant 
related spending is forecast to grow 5% annually - from 
R266 billion in 2024/25 to R300 billion by 2027 - reinforcing 
Boxer’s long-term runway for growth.

Bang for your buck 
Boxer has become famous for their combo deals, designed to 
help stretch shopper budgets. These essential product bundles 
are, on average, 12% cheaper than items bought individually - 
encouraging cross-category and bulk purchasing. In many 
cases, customers pool their money to purchase larger bulk 
bundles and then divide items among themselves - also known 
as a grocery stokvel - allowing all to bene�t from the savings.

A standout success has been Boxer’s integration of private label 
products into its combo deals. Its 23 private label brands - 
including Boxer, Best Cook and Golden Ray (named after PnP 
founder Raymond Ackerman) - span 600 products and currently 

South Africa’s informal grocery retail market is expected to 
grow from R403 billion in 2024 to R494 billion by 2027 - an 
average annual growth rate of 7%. Boxer aims to win market 
share from informal and independent traders by offering 
proximity, scale and affordability. However, incumbents remain 
formidable, bene�tting from deep community ties that offer 
valuable insight into local needs. Some traders provide credit 
and many employ agile pricing strategies. Additionally, their 
ability to offer ‘break-bulk’ sales that allow customers to buy 
smaller quantities (eg a cup of sugar instead of a full bag) 
makes them especially appealing to customers, particularly 
later in the month. Consequently, the proven resilience and 
resourcefulness of these traders have earned the respect of 
customers and the formal retail chains.

A race for space 
Boxer plans to double its 525-store estate over the next �ve 
years. Concurrently, Shoprite is set to double its footprint with 
the planned opening of 500 new Usave stores and the 
expansion of its core brand. Spar’s SaveMor also plans to 
double its 61-store base over the next two years. This rollout 
surge intensi�es competition for prime sites and heightens the 
risk of cannibalisation within Boxer’s own network, particularly 
in already saturated areas.

We acknowledge the opportunity for Boxer to expand into 
these nodes, however, we are mindful that future capital 
deployed into these already well-served markets may yield 
lower returns and sales densities. While we appreciate Boxer’s 
operational excellence, high returns and strong cash �ows, 
we believe the current market valuation of the company 
represents over-optimism about substantial rollout success 
and underestimates the execution risks tied to its bold 
expansion strategy. We therefore do not hold Boxer shares in 
our portfolios at present.

Burberry’s �nancial history

Will Boxer maintain momentum?

turnover is roughly one-�fth that of its larger adversary. Boxer’s 
simpli�ed product range streamlines inventory management 
and supports consistent stock availability, which is critical in 
ensuring customer satisfaction.

Location, location, location
Boxer’s store placement strategy is designed to target 
price-sensitive consumers and is an integral part of its overall 
business approach. By locating stores near to where customers 
live and commute, transport costs are minimised. In 
conjunction with consistently low prices and the convenience 
of in-store social grant collection, this reinforces Boxer’s 
reputation as an accessible, community-rooted brand.  

Lean, mean, winning model
A key pillar of Boxer’s business model is its strong commitment 
to minimising costs, re�ected in the lowest costs-to-sales 
ratio2 in the industry. 

This is achieved through several measures including:

° low-cost, no-frills store layouts designed for high footfall 
 and maintained with simple, scalable IT systems; 

° lower store rental costs owing to non-premium but
 high-traffic store locations; 

We delve into the factors that have propelled Boxer’s success, 
its competitive positioning and its growth strategy.

Boxing clever
Boxer holds 6.4% of the formal domestic grocery market and 
operates over 500 stores countrywide. With a people-focused 
approach, it primarily targets the enlarged middle- to 
lower-income consumer segments through three key formats: 
Superstores (62%), Liquor (31%) and Building Materials (6%). 

Despite its smaller size relative to Shoprite, its main rival, Boxer 
has proven to be a formidable competitor. Its differentiated 
merchandising strategy offers a curated range of 3 000 SKUs1 

- compared to Shoprite’s 11 000 (compared below) - with a core 
offering built around shelf-stable essentials (ie maize meal, 
rice, oil and beans). These products can be stored at ambient 
temperatures, negating the need for complex and costly 
cold-chain logistics. 

A narrow product range enables larger order sizes from 
suppliers, strengthening Boxer’s purchasing power and 
enabling procurement on competitive terms. Passing these 
savings on to customers is a fundamental pillar of Boxer’s 
operating model. In some key product lines, Boxer even holds a 
higher market share than Shoprite - remarkable given its 

° distribution centres (DCs)3 that function as warehouses,
 without the need for expensive cold chain infrastructure; and

° fresh produce sourced directly from farmers, or nationally
 from fruit and vegetable markets, and transported directly to
 stores - eliminating the need for specialised storage.

Boxer’s low-cost model also applies to new store development, 
with a full-service supermarket costing as little as R17 million 
to open, and a liquor store just R1.6 million. This lean approach 
reduces capital intensity and supports self-funded growth 
through strong operating cash �ows. The result is exceptional 
performance: a three-year average return on equity of 84% and 
a return on invested capital of 26% - signi�cantly surpassing 
industry averages of 26% and 12%, respectively.

Targeted growth
Lower-income consumers, who make up Boxer’s core customer 
base, contribute an estimated 52% of South Africa’s formal 
grocery spend and represent the fastest-growing segment in 
the market. Within this demographic, population growth and 
rising living costs support the increasing number of consumers 
resorting to shopping at value-focused retailers such as Boxer. 
Their customer base often earns less than R12 000 per month, 
with many being social grant recipients. Around 60-70% of 
Boxer’s monthly sales occur at month-end, which is consistent 

contribute 19% of revenue. These value-led offerings resonate 
strongly with price-conscious consumers, boosting loyalty and 
basket size. On average, private labels are 17% cheaper than 
branded alternatives, with some like Best Cook Baked Beans 
even outselling well-established brands such as Koo. Including 
private label products in combo deals offers an attractive, 
low-risk opportunity for customers to trial Boxer’s own brands. 
As preference and trust builds, customers are more likely to 
repurchase these products outside of promotions, improving 
long-term loyalty and growing the share of private label sales. 
This bene�ts the customer and Boxer - the latter through 
improved gross margins and greater product control. Despite 
already holding a material sales share, we see meaningful 
headroom for growth in private label products at Boxer.

Can it compete with the heavyweights?
Boxer’s investment case hinges on expanding its store network 
and market share. Management has identi�ed R106 billion in 
expansion opportunities across all nine local provinces - almost 
three times its 2024 revenue. There are markets where Boxer 
currently has little or no presence but where the demand for 
value-focused retail remains buoyant. Boxer aims to double its 
turnover over the next six years, re�ecting an ambitious 
strategy following a 23-year track record of 19% average 
annual sales growth (charted on the previous page). 

However, there are plenty of challenges, particularly in that many 
regions are already well served by entrenched competition, 
notably the Shoprite Group through Shoprite, Usave and (to a 
lesser extent) OK Stores. Shoprite’s brand familiarity, extensive 
logistics network and early-mover advantage give it a solid 
foothold that we believe will be difficult to dislodge. This is 
especially evident in the Western Cape - Shoprite’s home base 
and stronghold - where Boxer (active since 2015) operates 
fewer than 15 stores. Conversely, Shoprite and Usave together 
have more than 150 outlets in the province.
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