
 

 
MEDIA RELEASE 

1 
 

 

EDCON THIRD QUARTER 2015 RESULTS 
 
“Edcon has again improved its profitability growth at both a gross profit and EBITDA level. Edcon’s 
stronger cash sales continue to confirm that our chain store propositions are resonating positively 
with customers. Our profitability has been driven by both gross margin improvements as well as cost 
management efforts. With the planned catch up capex implemented by the end of fiscal year 2015, 
total capex spend is expected to normalise in fiscal year 2016.” said Chief Executive, Jürgen Schreiber 
 
 
Salient features: 
 
Pertaining to the third quarter 2015 compared to third quarter 2014: 
 
 Pro forma adjusted EBITDA up 4.2% to R1.3 billion 
 Gross margin improved by 170 bps 
 Cash sales up 11.7% 
 Retail sales up 0.5% to R8.8 billion 
 Retail sales from operations outside South Africa up 7.6%  
 Increase in average space of 6.1% 
 Ongoing working capital improvements 
 
JOHANNESBURG, South Africa – 20 February 2015: Edcon, one of Southern Africa’s largest non-food 
retailers, has reported trading results for the quarter ended 27 December 2014.  
 
Total retail sales increased 0.5% to R8.8 billion, while gross profit increased 5.2% to R3.4 billion, mainly 
due to a 170 bps improvement in gross margin to 38.0% from 36.3% in the prior comparative period. 
This resulted in a continued positive trajectory for pro forma adjusted EBITDA to R1.3 billion, which is 
a 4.2% increase compared to the same quarter last year, up from the 1% increase in the second quarter 
2015.  
 
Cash sales have continued to show growth over the last few quarters and this period’s growth of 11.7% 
again reflects that the various store chain propositions are resonating with customers. The new brands 
are attracting more customers into the Edgars’ stores while also differentiating the overall offering. 
Stand-alone stores such as River Island, Top Shop and T.M. Lewin, among others, are exceeding 
expectations.  
 
Consumer sentiment remains subdued and demand is constrained, exacerbated by the challenging 
credit environment and the negative impact of power outages. During the period, credit sales declined 
a further 12.1% and contributed 41.0% of total sales in the quarter.  
 
Working capital initiatives continue to deliver results and improve the financial performance. Trade 
payables closed R640 million higher than at the end of third quarter 2014, while inventories closed 
3.7% higher, which is well below inflation and space growth. 
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After the end of the reporting period, Edcon initiated a process to eliminate operational inefficiencies 
by streamlining roles and responsibilities, consolidating functions, eliminating duplications and 
leveraging technological opportunities. This process will result in a reduction of headcount within 
Edcon’s head office. 
 
Edgars Division: Retail sales in the Edgars division decreased by 0.8% for the third quarter 2015 when 
compared to the third quarter 2014. Total cash sales growth remained strong, increasing 11.4%, while 
credit sales growth declined by 11.1%. Same-store sales were 5.1% lower compared to the third 
quarter 2014. 
 
Average space increased 8.9% with the opening of nine Edgars’ stores, three Edgars Active stores, one 
Boardmans store, one Red Square store, one Cosmetics Emporium store and 13 mono-branded stores 
over the period. There were also three closures (two Edgars Active and one Edgars store) bringing the 
total number of stores in the Edgars division to 535. 
 
The gross margin increased to 40.1% in the third quarter 2015 from 37.8% in the third quarter 2014 
as a result of good margin management.  
 
Discount Division: Sales increased by 2.5% and same store sales were flat for the quarter. Total cash 
sales growth of 11.1% remains sound, while credit sales declined by 10.6%. Average space increased 
by 3.9% when compared to the third quarter 2014. During the period 13 Jet stores and eight Legit 
stores were opened while three stores were closed (one Jet and two Jet Mart) bringing the total 
number of stores in the Discount division to 720. 
 
The gross profit margin sustained its positive trajectory, increasing from 35.0% in the third quarter 
2014, to 36.3% in the third quarter 2015. 
 
CNA:  Sales decreased 7.3% and same store sales were 5.3% lower for the third quarter 2015 compared 
to the third quarter 2014 primarily due to the performance of digital merchandise and the decrease 
in average space. The total number of stores at the end of the period was 197 compared to 196 at the 
end of the prior comparative period while average space decreased by 5.7% due to the continued 
right-sizing of stores. Gross margin declined marginally to 29.5% in the third quarter 2015 from 29.7% 
in the third quarter 2014.  
 
African expansion: Sales from countries other than South Africa grew 7.6% over the third quarter 
2015, and contributing 10.6% (8.6% excluding Zimbabwe) of retail sales, up from 9.9% (8.3% excluding 
Zimbabwe) in the prior comparative period. Edcon now has 198 stores outside South Africa (including 
53 in Zimbabwe). This is an increase of 10 stores over the quarter. In November 2014, Edcon opened 
one Edgars store two Jet stores in Accra, Ghana, which have exceeded expectations. Edcon will 
continue to grow its presence in the region mainly through its Jet, Jet Mart, Legit, Edgars Active, and 
to a lesser extent Edgars store chains.  
 
Credit and Financial services: On a twelve month rolling basis, credit sales (excluding Zimbabwe) 
decreased from 47.2% in the prior comparative period to 43.2% of total retail sales.  Edcon is testing 
an in-house, National Credit Act compliant credit solution to customers and continues to explore 
further second-look options. 
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Income from the insurance joint operation decreased by 4.0% from the prior comparative quarter to 
R169 million for the third quarter 2015, largely due to the decline in credit customers. A store credit 
facility is a prerequisite for a policy.  
 
Financial Review 
 
Total revenues increased by 0.7%, to R9.3 billion, impacted mainly by the weaker retail sales and 
income from the insurance joint operation. Same store sales decreased 2.6%. Gross profit growth 
increased by 5.2% as clearance activity started to normalise and the Group was less impacted by 
product mix variances. Gross profit margin improved by 1.7 percentage points to 38.0%. 
 
Total store costs increased by R157 million, or 9.9%, from R1.6 billion to R1.7 billion in the third quarter 
2015, mainly due to higher rental costs that increased by 11.2%. Other operating costs excluding non-
recurring and store card credit administration costs increased by R6 million, or 0.6% from R974 million 
in the third quarter 2014, to R980 million in the third quarter 2015.   Net financing costs increased by 
R146 million, or 20.6%, from R710 million in the third quarter 2014 to R856 million in the third quarter 
2015. This increase is primarily as a result of higher debt levels and higher effective interest rates.  
 
Operating activities generated cash of R2.7 billion, which was largely unchanged from the prior 
comparative period. This is before the utilisation of cash for financing costs and investment activities. 
At the end of the quarter, cash and cash equivalents was R1.5 billion and there was R3.1 billion 
available for borrowing under the revolving credit facility. 
 
The Group’s capital expenditure decreased by R70 million to R302 million. In the third quarter 2015, 
55 new stores were opened which, combined with store refurbishments, resulted in investments in 
stores of R250 million, compared to the third quarter 2014 where 55 new stores were opened 
resulting in an investment in stores of R318 million. Edcon invested R52 million in information systems 
infrastructure in the third quarter 2015 compared to R47 million in the third quarter 2014.  The Group 
plans to spend R1,051 million on capital expenditure for fiscal year 2015 and of that R839 million has 
been spent year-to-date. Capex spend is expected to normalise in fiscal year 2016. 
 
 “Edcon continues to assess ways to improve its capital structure and actively manage its future 
liquidity needs,” Jürgen Schreiber commented. 
 
 

– Ends – 
 
 

 
Contact details:     
                                   
Edcon 
 
Debbie Millar 
Executive Investor Relations 
011 495 4086 
dmillar@edcon.co.za  
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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: 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 1505 stores (as at 27 
December 2014) in South Africa, Botswana, Mozambique, Namibia, Swaziland, Lesotho, Zambia, 
Ghana 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, Dr. 
Martens, Vince Camuto, Jessica Simpson, Calvin Klein, CR7, Inglot, La Senza and Accessorize whose 
products, are 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 11 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. 
   
For more information, please visit the Edcon website: www.edcon.co.za 
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