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OVERVIEW OF THE ECONOMY AND RETAIL ENVIRONMENT 

ÅContinued Euro-zone stress is impacting on RSA GDP growth and exaggerating  

 rand volatility 

 

ÅThe SA economic outlook remains subdued 

ÅProjected GDP growth for 2013 is 2,6% and for 2014 is 3,5% (BER) 

 

ÅThe Rand is on the back foot because of the current account deficit and sentiment around 

current industrial unrest.  It is vulnerable should there be a negative shift in sentiment from 

offshore investors in RSA bonds and equities 

 

ÅRand is at significantly weaker levels than expected 6 months ago 

ÅDomestic constraints, including the large current account deficit, should fade from the 

second half of 2013 (BER) 

ÅThere is scope for the rand to strengthen from current levels to R8,50 in 2013 Q4 and 

to R8,55 by the end of 2014 (BER) 
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OVERVIEW OF THE ECONOMY AND RETAIL ENVIRONMENT CONT. 

ÅInterest rates likely to remain flat until mid 2014, current market expectations are for 

moderate increases thereafter 

ÅThere is some risk that rand driven inflation will force more rapid interest rate hikes 

 

ÅUpdated forecast for CPI inflation is to average 5,7% in 2013 and 5,4% in 2014 (BER) 

 

ÅJSE All Share index reached all-time high this calendar year  

 

ÅAlthough real wage increases are still evident in many sectors, fuel and electricity  

 prices are eroding consumerôs purchasing power 

 

ÅThere has been a meaningful slow-down in growth in unsecured credit since the  

 last quarter of last year  
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REVIEW OF THE YEAR 

ÅOur customers who fall primarily into the 6 ï 10 LSM group have benefited from an 

environment driven by: 

ÅContinued low interest rates 

ÅIncreasing government subsidies 

ÅReal wage increases 

ÅLow inflation environment 

 

ÅContinued our key strategic initiatives : 

ÅSupply chain 

ÅCRM activity 

 

Å146 new stores opened 
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REVIEW OF THE YEAR CONT. 

ÅTrading conditions 

ÅBecame more challenging in the 2nd half 

ÅCredit environment has become increasingly more difficult 

ÅWeak festive season covering November & December 

ÅDiscretionary categories of jewellery & cellphones 

ÅHard hit 

ÅNot the items of choice for consumers over the festive season 

ÅContinued gains in market share 

 

ÅRCS Group: 

ÅPerformed well 

ÅDMTN programme continues to be successful  

ÅR2,9 billion raised to date 
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REVIEW OF THE YEAR CONT. 

ÅGroup turnover up 10,9% to R12,9 billion 

ÅHeadline earnings per share up 11,2% to 858,6 cents 

ÅDiluted headline earnings per share up 11,1% to 851,3 cents 

ÅOperating margin marginally down to 23,6% from 24,0% 

ÅTotal dividend for the year increased by 11,2% to 506,0 cents per share 

Å631k new accounts opened, with active accounts growing by 6,0% 

ÅNet bad debts as a percentage of closing debtorsô book increased to 10,5% from 9,4% in the 

previous year, marginally up from 10,3% at the half-year  

ÅRecourse gearing of 13,3% (2012: 14,8%) 
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Income statement for the year ended 31 March 2013 (Rm) 2012 (Rm) % growth 

Retail turnover 12 896,4 11 630,5 10,9 

Cost of turnover (7 492,3) (6 750,1) 

Gross profit 5 404,1 4 880,4 

Interest income 1 996,6 1 712,1 

Dividend income - 9,9 

Other revenue 1 392,0 1 178,3 

Trading expenses (5 751,1) (4 994,2) 

Operating profit before finance charges 3 041,6 2 786,5 

Finance costs (327,9) (284,9) 

Profit before tax 2 713,7 2 501,6 

Income tax expense (787,1) (809,8) 

Profit for the year 1 926,6 1 691,8 13,9 

Attributable to: 

Equity holders of The Foschini Group Limited 1 792,0 1 582,1 13,3 

Non-controlling interest 134,6 109,7 22,7 

HEPS (cents) 858,6 772,0 11,2 

Diluted HEPS (cents) 851,3 766,1 11,1 

FINANCIAL REVIEW: 2013 
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REVENUE 

ÅSatisfactory growth in retail turnover 

Å Interest received will be dealt with separately 

Å Retail book interest up 15,2% 

Å RCS Group interest up 17,6% 

ÅOther revenue growth 18,1% 

Å Club income + 13,0% 

Å Customer charges income +22,2% 

Å Insurance income + 15,9% 

ÅCellular income - one2one airtime product + 27,7% 

ÅThese products should continue to grow as our customer base grows 

2013 (Rm) 2012 (Rm) % growth 

Retail turnover 12 896,4 11 630,5 10,9 

Interest income 1 996,6 1 712,1 16,6 

Dividend income - 9,9 

Other revenue 1 392,0 1 178,3 18,1 

Total 16 285,0 14 530,8 12,1 
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GROSS PROFIT 

ÅMaintained margin substantially the same as last year, notwithstanding the festive season 
and second half trading which was below expectation 

2013 (Rm) 2012 (Rm) 

Gross profit (Rm) 5 404,1 4 880,4 

Gross margin (%) 41,9% 42,0% 
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INTEREST INCOME 

2013 (Rm) 2012 (Rm) % growth 

Trade Receivables - retail 983,6 853,7 15,2% 

Receivables - RCS Group 990,3 842,4 17,6% 

Sundry  22,7 16,0 41,9% 

Total 1 996,6 1 712,1 16,6% 

ÅDue to the impact of NCA capping formula, interest yields at their lowest 

Å Increase in interest income driven by higher average books 

ÅInterest income from retail debtorsô book up 15,2% 

ÅImpact of good account growth and growth in debtorsô book 

Å Increase in number of 12-month accounts continues to increase the yield 

Å87,8% of balances now attracting interest (LY 86,6%) 

Å Interest income by RCS Group up 17,6% 

ÅImpact of growth in debtorsô book 

Å Peter Meiring will deal with this in more detail in his section 
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TRADING EXPENSES 

2013 (Rm) 
% to turnover 

2013 2012 (Rm) 
% to turnover 

2012 % growth 

Depreciation and amortisation (335,0) 2,6 (311,6) 2,7 7,5 

Employee costs (2 068,0) 16,0 (1 929,6) 16,6 7,2 

Occupancy costs ï normal (1 205,3) 9,3 (1 041,9) 9,0 15,7 

Occupancy costs ï lease liability 

adjustment (24,7) 0,2 (25,7) 0,2 (3,9) 

Other net operating costs (1 177,4) 9,1 (964,2) 8,3 22,1 

(4 810,4) 37,3 (4 273,0) 36,7 12,6 

Net bad debts (940,7) 7,3 (721,2) 6,2 30,4 

Total trading expenses (5 751,1) 44,6 (4 994,2) 42,9 15,2 

Å Expenses before bad debts well controlled at 12,6%,  
pushed up by: 

Å Fleet transport (fuel) 

Å Electricity 

Å Reward programme discounts 

Å Credit card commission ï 32% growth 

Å Employee costs up by 7,2% 

Å Staff increases were 6,5% 

Å Minimal performance bonuses 

 

Å Store occupancy costs up 15,7%: 

Å Normal lease escalations averaged 8% 

Å The balance is made up of new stores 

Å Bad debts will be dealt with separately by  
Peter Meiring 
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INTEREST PAID 

2013 (Rm) 2012 (Rm) % growth 

Interest paid 327,9 284,9 15,1 

Å Interest paid increase relates entirely to RCS (+22,5%) 
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SEGMENTAL ANALYSIS 

2013 (Rm) 2012 (Rm) % growth 

Retail 1 629,8 1 449,9 12,4 

RCS Group 296,8 241,9 22,7 

Total profit after tax 1 926,6 1 691,8 13,9 

ÅRetail produced a satisfactory result with 12,4% growth 

Å RCS Group 

Å Good performance ï up 22,7% on last year 

Å Contribution to PAT (after minorities) = 9,1% (vs 8,4% in 2012) 
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FINANCIAL POSITION 

ÅOur groupôs balance sheet remains strong 

ÅThe next few slides deal with key elements of our financial position 
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STOCK & CREDITORS 

2013 (Rm) 2012 (Rm) % growth 

Trade and other payables 2 282,5 1 827,0 24,9 

Å Increase in stock elevated by increased raw material stock which grew by 35% to R137m 

ÅStock of merchandise in line with expected levels of trading  

ÅCreditorsô terms remain unchanged 

Å Payments in line with purchase cycle 

Å Creditors substantially funding stock 
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Stock 2 444,0 2 155,0 13,4 
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TRADE RECEIVABLES 

2013 (Rm) 2012 (Rm) % growth 

Loan receivables 1 104,3 1 067,6 3,4 

Card receivables 3 106,4 2 382,9 30,4 

RCS Group 4 210,7 3 450,5 22,0 

Trade receivables ï retail 5 207,7 4 569,9 14,0 

Total receivables 9 418,4 8 020,4 17,4 

ÅOur biggest asset by far  

ÅTotal receivables on balance sheet amount to R9,4 billion of which R4,2 billion relates to 
RCS Group 

Å Good growth in all receivables categories 

Å Peter Meiring will deal with the performance of our receivables in more detail 
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BORROWINGS & NON-CONTROLLING INTEREST LOAN 

2013 (Rm) 2012 (Rm) % growth 

Interest-bearing debt and non-controlling interest loan 4 887,6 3 737,7 30,8 

Less: Cash (908,1) (710,9) 

Net borrowings 3 979,5 3 026,8 31,5 

Less: SBSA loan to RCS Group (non-controlling interest loan) - (242,4) 

3 979,5 2 784,4 

Less: RCS Group external funding ( commercial paper + bank 

loans) (2 949,1) (1 766,4) 67,0 

Recourse debt 1 030,4 1 018,0 1,2 

Less: TFG funding of RCS Group - (291,9) 

Retail borrowings 1 030,4 726,1 

ÅTotal gearing of 51,3% (2012: 44,1%) 

Å Recourse gearing of 13,3% (2012:14,8%) 

Å Retail gearing of 13,3% (2012: 10,6%) 

ÅDirect funding of RCS Group is now zero, all funding being done in the open market  

| TFG ANALYST PRESENTATION MARCH 2013 



22 | TFG / ANALYST PRESENTATION MARCH 2012 

  

CASH GENERATION & UTILISATION 

Rm Total Rm 

Net borrowings at beginning of year  (3 026,8) 

Cash EBITDA 3 161,8 

Increase in creditors 350,2 

Other investing activities 26,4 

Sale of shares by share trust 186,6 

Cash generated 3 725,0 

Taxation paid (808,4) 

Dividends paid (1 057,4) 

Retail and other debtors (892,5) 

RCS Group debtors (760,2) 

Inventory increase (284,3) 

Capital expenditure (584,7) 

Acquisition of assets through acquisitions (15,4) 

Repurchase of shares (129,3) 

Shares purchased in terms of share incentive schemes (145,5) 

Cash utilised (4 677,7) 

Net borrowings at the end of the year (3 979,5) 

Å Cash EBITDA of R3,2 billion remains sound 

Å Investment in receivables of R1 652 million 

Å Retail and other debtors R892,5 million 

Å RCS debtors R760,2 million 

Å Capex largely due to store openings and new design centre ï investment for future growth 
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CAPEX 

2013 (Rm) 2012 (Rm) 

Stores 334,7 361,3 

RCS Group 17,1 21,7 

IT 122,8 125,0 

Other (including assets acquired through acquisitions in prior year) 110,1 39,4 

Total 584,7 547,4 

ÅThe majority of capex relates to opening of new stores, in line with our strategy of growing 
floor space 

Å Capex for next year will be approximately R550m 
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REVIEW 
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RETAIL TURNOVER BY MERCHANDISE CATEGORY 

2013 turnover 
(Rm) 

2012  turnover 
(Rm) % growth 

% same store 
growth 

Clothing 8 658,4 7 747,9 11,8 6,1 

Jewellery 1 308,8 1 224,3 6,9 3,7 

Cellphones 1 148,6 1 109,1 3,6 (0,5) 

Cosmetics 835,2 747,7 11,7 8,5 

Homewares & furniture 945,4 801,5 18,0 12,0 

Total 12 896,4 11 630,5 10,9 5,8 

ÅClothing ï reasonable performance, but pulled down by a poor festive season and supply 
problems in ladies and childrenswear running up to the festive trading season 

ÅDiscretionary categories 

ÅJewellery ï experienced a disappointing festive season achieving 0,5% turnover growth in 
December, normally the biggest turnover period for this category 

ÅCellphones ï had a poor performance over the festive season with turnover growth in 
December down 5,6% 

ÅJewellery & cellphones were not the items of choice for consumers over the festive season 

ÅCosmetics ï performed well in a competitive environment 

ÅHomewares & furniture produced an excellent performance 

ÅProduct inflation for the year of approximately 5% 
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RLC COMPARISON 

 

ÅTFG figures include clothing turnover of the following divisions: Foschini, Markham and Exact 

ÅApparel turnover in TFG Sports division is not included 

ÅContinued outperformance of the general market 
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DIVISIONAL REVIEW: OVERALL 

2013 Turnover 
(Rm) % growth 

% same store 
growth 

Number of 
stores 

Foschini division 4 501,8 5,8 1,7 541 

Markham division 2 271,0 14,1 8,6 282 

Exact 1 227,5 9,8 6,7 227 

Sports division 2 536,5 19,0 10,3 430 

Jewellery division 1 414,2 6,0 2,7 408 

@home 945,4 18,0 12,0 91 

Group 12 896,4 10,9 5,8 1 979 

Cash sales 5 157,0 13,7 

Credit sales 7 739,4 9,1 

Total 12 896,4 10,9 

ÅCash sales 

Å Represent 40,0% (2012: 39,0%) 

ÅGood growth at 13,7% (2012: 18,6%) 
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DIVISIONAL REVIEW: OVERALL  

Å Foschini division (5,8% growth) 
ÅFoschini, DonnaClaire and Fashion Express impacted by problems in 
 the supply of ladies and childrenswear running up to the festive season 
 

ÅMarkham division (14,1% growth) 
ÅMenswear clothing was good 
 

Å Exact (9,8% growth) 
Å Ladies and childrenswear impacted by supply issues similar to the Foschini division 
 

Å Sports division (19,0% growth) 
ÅContinues to trade well 
 

Å Jewellery division (6,0% growth) 
ÅExperienced a disappointing festive season achieving 0,5% jewellery turnover growth in 

December 
Å Remains dominant one and two player in jewellery sector 
 

Å@home (18,0% growth) 
ÅExtremely good performance 
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CASH AND CREDIT TURNOVER GROWTH 2013 vs 2012 

Å Cash sales 

Å Good growth 

Å The lower growth in November coincides with the pull back of unsecured lending in the market place 

Å Growth in cash sales exceeds growth in credit sales with exception of November 

Å Credit sales 

Å Improved in the last quarter, assisted by the rewards programme 
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  Apr  May June July Aug  Sept  Oct  Nov  Dec  Jan  Feb  March 

Cash Sales growth  14,8% 23,2% 26,6% 17,9% 18,8% 13,6% 13,9% 4,5% 10,6% 14,5% 13,7% 13,1% 

Credit Sales growth  5,4% 8,4% 14,7% 10,6% 6,2% 11,0% 9,5% 6,1% 10,5% 12,8% 13,0% 12,3% 
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AFRICA EXPANSION 

ÅRest of Africa (excluding South Africa) now 104 stores with turnover of R600 million 
annualised 

Å All African stores are corporate stores 

 

ÅProjected turnover in 2016 to exceed a billion 

ÅNew countries targeted: 

Å Angola, Mozambique, Ghana 

 

2013 

Proposed additions 

Total 2014 2015 2016 

Namibia 63 8 16 5 92 

Botswana 16 - 5 5 26 

Zambia 12 6 5 6 29 

Angola - - - 6 6 

Swaziland 4 - - - 4 

Lesotho 7 3 - 4 14 

Mozambique - - 8 4 12 

Nigeria 2 - 4 4 10 

Ghana - 4 4 4 12 

Total 104 21 42 38 205 
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 TFG FINANCIAL  
SERVICES 


