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THE RETAIL TRADE ASSOCIATION OF KENYA

= . SECTION 1: EXECUTIVE SUMMARY
I:E Month at a Glance

June 2026 finds the Kenyan retail sector at a structural inflection point. While
mature markets in the US and EU grapple with muted volume growth and
inflationary pressure driven by geopolitical volatility in the Middle East, Africa's
retail outlook continues to strengthen. Kenya has emerged as a premier
investment destination, capturing 20% of Africa's M&A deal value, second only to
South Africa.

The local market is shiffing rapidly toward "click-and-mortar" models, where
digitally fluent youth blend online discovery with physical fulfilment. A
continent-wide demographic wave is accelerating this shift, with hundreds of
millions of next-generation consumers entering the market. Yet growth is being
tested by rising logistics costs and tightening regional FDI regulations. Retailers
must now focus on operational execution over footprint growth alone,
leveraging unified commerce and agentic Al to protect thin margins in a volatile
macroeconomic environment.

e SECTION 2:

RETRAK Monthly Retail Intelligence Briefing — June 2026

Retail Resilience Amid Geopolitical Flux

¥ § SECTION 3: AFRICAN RETAIL DYNAMICS
Continental Commerce: Africa's Retail Evolution

African retailin 2026 is no longer defined by potential. It is being defined by execution
at scale. The continent is undergoing a structural realignment away from fragmented
legacy systems toward data-first business models. B2B e-commerce has become a
primary growth engine, with scaled market aggregators moving beyond logistics into
core supply chain infrastructure, fintech integration, and trade credit.

Africa leads the world in mobile-first retail infrastructure, with mobile money accounts
now representing close to half the global total. Consumer spending across the
continent is projected to reach frillions of dollars by the end of the decade,
underpinned by urbanisation, rising incomes, and a youthful population.

The click-and-mortar model is distinctly African: the majority of consumers now
research products online before completing purchases in-store. Social platforms
including WhatsApp and TikTok have evolved into primary drivers of purchase intent.
Inclusive growth is also pushing beyond urban centres into township and rural
economies, powered by mobile payment infrastructure that made a measurable
contribution to Africa's GDP in 2024.

w> GLOBAL RETAIL INTELLIGENCE

The global retail landscape is being shaped by geopolitical volatility. In the United States, April 2026 retail sales rose
0.5%, though a 2.8% surge in gasoline station receipts tied to Iran conflict-linked fuel prices was the primary driver.
Underlying demand was more subdued. Across the Euro areaq, frade volumes dipped 0.2%, with food and tobacco
sales hit hardest.
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The global luxury market is staging a recovery, with projected growth of 4 1o 6% as high-end consumers shift spending
toward experiences rather than possessions.

The defining technology shift this month is the move from Al experimentation to execution. Agentic Al systems capable
of autonomous demand planning have become a strategic priority for a significant share of grocery CEOs seeking to
offset persistent margin pressure. Retailers are cautioned, however, against over-relying on Al platforms in ways that
erode direct customer relationships.

Cybersecurity has become a board-level concern in parallel. The global average cost of a data breach now runs into
the millions of dollars, placing digital security on par with cash flow as a business-critical metric.




SECTION 4: KENYA RETAIL FOCUS
+ " Home Market Intelligence

4A: Policy and Regulatory Update

Kenya's FDI environment is tightening alongside broader East African
regulatory shifts. New conditions increasingly require local content
commitments and social responsibility obligations that vary significantly by
jurisdiction. RETRAK members operatfing across borders should frack each
market's specific requirements rather than applying a single-country lens.

Separately, the Kenyan government continues to defend existing fuel supply
agreements fo ensure energy stability, despite opposition calls for their
removal. This carries direct implications for refailers managing last-mile logistics
costs and should be fracked alongside fuel price trends in the Section 5
dashboard.

4B: Market Perfformance Metrics

Kenya maintains ifs position as East Africa's leading investment hub,
accounting for 20% of African M&A deal value. Mobile payment integration is
no longer opfional for retail operations - it is foundational infrastructure.
Retailers that have not fully embedded mobile payment flows into their
checkout and reconciliation processes are running behind the market
standard. Digital payment adoption continues to expand, with Buy Now, Pay
Later solufions increasingly used to unlock purchasing power across income
segments.

4C: Local Success Story

The most instructive model in the Kenyan market right now is not a traditional
retailer. It is the B2B digital distribution model that has taken hold among
aggregators serving the informal trade sector. The leading players in this
space now serve hundreds of thousands of merchants across the continent,
giving global FMCG brands granular visibility at the point of retail and
bypassing the intermediary friction that has long blunted distribution efficiency
in African markets.

What makes the model worth examining closely: the finance arm of the most
scaled operators now generates more furnover than their core distribution
business, with repayment rafes that rival formal banking benchmarks. In
Kenya's fragmented market, working capital is the real product. That is the
insight other B2B retail players should be internalising.
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SECTION 6: ACTIONABLE INSIGHTS

Impact: High impact on imported inventory costs. Watch Point: Margin compression

Fuel Price (Logistics)

Impact: Inflationary pressure on last-mile delivery. Watch Point: Shipping fee transparency

-
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I KES/USD Exchange Rate

Consumer Confidence

Impact: Discretionary spending slowing for essentials. Watch Point: Income/Generational divide

Impact: Move toward smaller formats and omnichannel. Watch Point: Footprint ROI

I Retail Space Absorption

I Digital Payment Adoption

Impact: M-Pesa and BNPL driving conversions. Watch Point: Checkout complexity

Macroeconomic headwinds, including currency volatility and rising fuel costs, are forcing a structural rebalancing of the retail sector.
Success in 2026 hinges on navigating these costs through smaller store formats and high-efficiency digital payment integration.

The Q2 2027 timeline on Micro-Fulfiiment reflects infrastructure lead fimes and is infentionally longer than the other items.

Strategic Retail Imperatives: Resilience and Growth Roadmap (2026-2027)

Faced with rising fuel costs, retailers retailers must transition to ‘Unified Commerce’ via Al, cloud hubs, and embedded
finance to secure profitability through 2027.

Immediate Actions (What to Do This Week)

Audit Logistics Resilience @- Al-Driven Inventory Optimization % i i et

£
& Global :
Reassess delivery surcharges ._,ﬁ 20 '30% Stockout Rate Update point-of-sale and
and route density to offset fuel —s ) iy payment gateway security
Implement predictive analylics to mitigate

costs linked to Middle East instability. standards to counter soaring data breach
stockout and overstocking risks. costs.

Strategic Roadmap (2026-2027)
Q3 2026 Q4 2026 Q12027 Q2 2027

Unified Commerce Integration | Owner. CTO/COO

ent | Owner: Head of Tech

B2B Merchant Credit Pilot | Owner: Finance Head

Micro-Fulfillment Expansion | Owner: Logistics Dir

SECTION 7:
FORWARD LOOK
Next Month Preview

Watch for the USMCA 2026 review and its downstream effect on global frade stability and consumer price indices. Any renegotiation will ripple into
East African import costs sooner than most retailers are currently pricing in.

Locally, RETRAK members should prepare for the Mid-Year Retail Innovation Conference on June 17th, focused on local omnichannel deployment

and agentic commerce applications. Pending policy decisions on regional digital commerce taxes are expected to be tabled. Members should
begin scenario-planning for the impact on margin and pricing structures ahead of any formal announcement.
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