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EDCON FIRST QUARTER 2015 RESULTS 
 
“We have delivered an acceptable set of results over the last quarter considering the 
current market conditions and are satisfied that group performance has stabilised. 
Improvements in retail sales were supported by strong cash sales that are 15% higher and 
evidence of customer support. Both the Edgars and Discount divisions delivered sound 
retail sales despite declining credit sales, which is particularly encouraging at a time when 
customers remain constrained. The performance of stores outside of South Africa 
continues to deliver pleasing results with retail sales growing 17.6%,” said Chief Executive 
of Edcon, Jürgen Schreiber. 
 
Salient features 
 
Pertaining to the first quarter 2015 compared to the first quarter 2014: 
 
 Retail sales up 5.7% to R6.6 billion 
 Retail cash sales up 15.1% 
 Retail credit sales down 3.3% 
 Retail sales from operations outside South Africa up 17.6% 
 Pro forma adjusted EBITDA down 6.6% to R679 million  
 Increase in average space of 5.1% 
 Working capital improvements 

 
JOHANNESBURG, South Africa – 21 August, 2014: Edcon has reported trading results for 
the three-month period ended 28 June 2014.  
 
During the first quarter 2015, retail sales increased 5.7% to R6,561 million supported by 
strong cash sales of 15.1%.  This is an indication that customers are responding positively to 
the changes that have been made over the last few quarters and the continued impact of 
the “Thank U” loyalty programme that continues to build momentum with over 70% of all 
sales attracting loyalty points.  
 
Edcon believes the base for change has now been built and is satisfied that total 
performance has stabilised. Despite a tougher economic environment, growth opportunities 
are evident.  
 
Group credit sales, however, continued to decline in the quarter decreasing 3.3% and 
contributing 46.5% of sales in the first quarter 2015 compared to 50.8% this time last year. 
Edcon and Absa continue to work to ensure a competitive offering and have identified new 
products for implementation in the current financial year. The confidence in the new Absa 
scorecard, implemented in May 2014, is growing, however acceptance rates have only 
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marginally improved thus far. We remain committed to implementing a second look 
programme.  
 
Gross profit margins remained under pressure as clearance activity was high and the 
contribution from certain lower margin sales increased.  It is expected that the current 
lower stock level inventories will reduce clearance activity into the future. 
 
Pro forma adjusted EBITDA declined 6.6% to R679 million from R727 million, mainly due to 
lower gross profit margins and higher store costs, which were impacted by higher rentals 
following a 10% increase in the number of stores when compared to the prior comparative 
period, to 1 430, in the quarter. All other costs remained well managed, increasing well 
below the rate of sales growth. 
 
Cash management remains a key priority. During the quarter, better stock management 
together with improved payment terms with suppliers resulted in an improved cashflow.  
 
The Edgars division grew retail sales 6.3% compared to the first quarter 2014. Despite a 
3.3% decline in credit sales, same store sales increased 2.8% and total cash sales grew 
strongly across most categories increasing 19.7%. 
 
The gross margin declined to 40.3% from 42.0% in the first quarter 2014, due mainly to the 
high level of clearance activity. Net average space increased 5.9% compared to the first 
quarter 2014 with the total number of stores in the Edgars division reaching 492. Rollout of 
mono-branded stores will pick up in the remainder of the year as new brands such as River 
Island launch flagship stores.  
 
The Discount division’s sales increased 5.8% and same store sales were 2.2% higher 
compared to the first quarter 2014. The growth in retail sales was supported by cash sales, 
up 13.3%, while credit sales reduced 3.5%. The division was impacted by a relatively less 
buoyant performance from key categories, but it was pleasing to note a good improvement 
from children’s wear sales.  
 
During the quarter, net average space increased 5.2% and the total number of stores 
increased to 696 when compared to the first quarter of 2014. Increased clearance activity as 
well as a higher contribution from handset sales resulted in a decrease in the gross profit 
margin from 35.7% to 34.8% in the first quarter of 2015.  
 
CNA sales increased a marginal 0.9% and same store sales were 2.3% higher compared to 
the first quarter 2014. The average space decreased 5.6% and total number of CNA stores 
decreased to 192 as the right-sizing of the business continues. The gross margin decreased 
to 29.0% from 32.1% due to the ongoing merchandise mix changes exacerbated by strong 
handset sales in the quarter.  
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The performance of stores outside of South Africa (including Zimbabwe) continues to 
deliver sound results with sales growing 17.6% compared to the first quarter 2014. These 
sales contributed 11.0% (9.3% excluding Zimbabwe) of retail sales, up from 9.9% (8.2% 
excluding Zimbabwe) in the prior comparative period. Edcon now has 183 stores outside of 
South Africa, up from 145 in the prior comparative period. During the quarter, 14 new 
stores were opened (including one store in Zimbabwe), while the first three stores in Ghana 
are still planned to open in the current financial year. 
 
Credit and financial services: The weaker credit environment continued to weigh on credit 
sales, which contributed 46.5% of sales down from 50.8% in the first quarter 2014.  
 
Income from the insurance joint operation increased 1.7% over the prior comparative 
quarter to R177 million impacted by the tougher economic conditions and a lower number 
of credit customers.   
 
On 1 July 2014, approximately 96% of the Namibian private label store card portfolio was 
sold to Absa for R318 million and the proceeds received. 
 
Financial Review 
 
Total revenues increased 5.9% due mainly to the growth in retail sales as same store sales 
were up 2.6% in the first quarter 2015. Retail gross profit growth of R2,458 million was 
positive albeit at a modest 1.9% growth. This resulted in a 140 basis point lower gross 
margin for the group.  
 
Total store costs increased by R172 million, or 13.3%, to R1,467 million mainly due to a 
15.3% increase in rental costs as a result of standard escalation clauses combined with a 
growth in space, particularly of smaller format stores.    
 
Net financing costs increased by R225 million, or 36.7%, to R838 million in the first quarter 
2015. This increase is primarily as a result of higher overall net debt costs due to higher debt 
levels and higher effective interest rates. 
 

Operating activities generated cash of R908 million which is higher than the R734 million in 

the prior comparative period, when the one-off receipt of R461 million from the sale of the 

trade receivables book in the prior year is excluded. On the same basis, net cashflow from 

operating activities generated R532 million of cash compared to R530 million in the first 

quarter of 2014 notwithstanding higher financing costs and the impact of currency changes. 
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Capital expenditure decreased by R48 million, or 15.2%, to R267 million in the quarter. 
Forty-three new stores were opened, which combined with store refurbishments, resulted 
in investments in stores of R211 million, compared to the first quarter 2014 where we 
opened thirty-eight new stores (excluding one conversion) resulting in an investment in 
store fixtures of R272 million. The company is still planning to spend approximately R1,051 
million on capital expenditures in fiscal year 2015. 
 
Edcon manages its foreign exchange risk on liabilities on an ongoing basis. As at 28 June 
2014, 76% of gross debt (at closing rates) and 100% of the interest rate and currency risk of 
all future interest payments on the foreign notes are hedged to between 15 March 2015 
and 31 December 2015. 
 
Edcon believes that operating cash flows, amounts available under the super senior 
revolving credit facility and proceeds from the sale of our accounts and trade receivables 
will be sufficient to fund debt service obligations and operations, including capital 
expenditure and contractual commitments, for the foreseeable future. 
 
 
 

 
– Ends – 
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Contact details:     
                                   
Edcon 
 
Debbie Millar 
Executive Investor Relations 
011 495 4086 
dmillar@edcon.co.za  
 
Vuyo Mtawa 
Edcon Media Relations Manager 
+27 11 495 4244 
vmtawa@edcon.co.za 
 
Aprio / RLM Finsbury 
Communications Advisors to Edcon 
Edcon-external@rlmfinsbury.com  
 
South Africa: Julian Gwillim 
+27 82 452 4389 
International: Ryan O’Keeffe / Clare Dundas 
+44 20 7251 3801 
 
About Edcon 
 
Edcon is South Africa’s largest non-food retailer, with a market share of the South African clothing and 
footwear (C&F) market nearly twice that of its nearest competitor, trading through a range of retail formats. 
The Group has grown from opening its first store in 1929, to trading in 1430 stores (as at 28 June 2014) in 
South Africa, Botswana, Mozambique, Namibia, Swaziland, Lesotho, Zambia and Zimbabwe. Edcon has been 
recognised in national surveys as one of the top companies to work for in South Africa and continues to make 
significant progress in its equity and transformation goals. 
 
Our retail businesses are structured under three divisions: Edgars division, including Edgars, Boardmans, 
Edgars Active, Edgars Shoe Gallery, Red Square and the Group’s mono-branded stores such as Topshop 
Topman, Tom Tailor, Dune, Lucky, T.M. Lewin, Lipsy, Salsa, River Island, GEOX, One Green Elephant, Doc 
Martins, Vince Camuto, Jessica Simpson, CR7, Inglot, La Senza and Accessorize whose product, also available 
through Edgars stores, serves principally middle and upper income markets; Discount division including Jet, 
JetMart and Legit, serves principally middle to lower income markets; and CNA, the Group’s stationery, books, 
games, movies, music, hi-tech electronics and mobile retailer. The Edcon Credit and financial services division 
provides credit and insurance products to the Group’s customers. 
 
With the launch of its “Thank U” loyalty programme, Edcon now has the largest retail customer database in 
South Africa with more than 12 million customers, which enables it to provide customers with relevant offers 
across its suite of retail and financial services products; this programme includes all mono-branded stores in 
South Africa. 
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