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TRADING UPDATE 
 
EDCON CONTINUES TO IMPROVE ITS AGEING INVENTORY PROFILE  
 
Key features 
Pertaining to the second quarter 2017 compared to second quarter 2016: 
 
• Strategic change initiatives and Edcon Peak Trade programmes well underway  
• Successful transaction to significantly reduce debt announced on 20 September 

2016 
• Competition Commission submits approval without conditions 

• Bridge financing of R1.5 billion secured 
• Net profit for the quarter of R163 million, up R2.3 billion from the net loss of R2.1 

billion in the comparable quarter 
• Sale of Legit business announced for R637 million 
• Retail cash sales increased marginally by 0.8% 
• Retail credit sales decreased by 18.1% 
• Gross profit margin decreased and adjusted EBITDA significantly affected by 

inventory clearance  
 
JOHANNESBURG, South Africa – 22 November 2016: The Edcon Group’s ongoing and 
focused actions to improve its ageing profile of inventory leading into its peak December 
trading period (by launching increased clearance activities), has resulted in trading conditions 
during the second quarter ended 24 September 2016 continuing to be constrained.  
 
Edcon Chief Executive, Bernie Brookes, commented, “The difficult consumer environment, led 
largely by challenging macro-economic factors, continued to weigh on the Group’s share of 
profits.   To improve the aged stock profile ahead of the third quarter, we undertook increased 
and focused clearance during the quarter, specifically in the Edgars division, which was 
planned, and also in line with that undertaken in the second quarter 2016”.  
 
Edcon has welcomed the decision by the South African Competition Commission following its 
recommendation, without conditions, to the Competition Tribunal for the approval of a 
proposed transaction, whereby Edcon’s creditors and financial investors will acquire the 
majority equity interest in the Group, as announced in September 2016.   Bernie Brookes 
added, “The Commission must be commended on the process that has been followed, which 
has been the subject of a detailed and thorough investigation. Edcon looks forward to the 
Tribunal presentation and will provide its full support to the process”. 
  
The Tribunal is expected to make its recommendation within the next few weeks, and the 
Scheme of Arrangement can proceed.  If approval is granted, it will depend on the timing and 
availability of the courts, but conclusion is expected by early 2017. 
 
Bernie Brookes commented, “Within each of the Edgars, Jet and Specialty divisions, there is 
significant momentum underway of internal change to ensure that the customer experience 
and service is enhanced, that all business processes, systems and product offerings are 
simplified, while at the same time the Edcon team members are appropriately empowered to 
deliver the immense change required in our business.  While we still have some way to go, 
progress is pleasing.  I am very pleased with the tremendous contribution and dedication being 
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made by all employees through this process to ensure the ultimate delivery of our targets and 
objectives”.    
 
Edcon’s peak trading season, driven by the festive and holiday season, as well as back to 
school preparations, is now well underway.  The Group has historically generated one-third of 
annual sales in this quarter, and Edcon has implemented a series of targeted initiatives this 
year, which include: 
 
• Giving a boost to cosmetics: Increase cosmetics sales in Edgars and Red Square 

through promotional campaigns; 
• Delivering back-to-school: Drive back-to-school cross-sales in Edgars, Jet, CNA; 
• Fixing the cellular offering: Drive cellular sales through marketing and operational 

enhancement 
• Accelerate pilot store roll-outs: Roll-out stores with look and feel and dedicated service; 
• Big, bold marketing initiatives: Drive footfall through big, bold brand advertising for 

Edgars and Jet; 
• Boosting credit sales: Drive credit account openings, credit limit uptakes, and utilisation; 
• Special product buying: Secure special and targeted stock for festive season; and  
• Incentivise store staff: Reward staff for high performance. 
 
Financial results 
 
The Group experienced marginal cash sales growth of 0.8%, compared to the second quarter 
2016, but total retail sales declined 6.8% to R5,761 million from R6,181 million in the second 
quarter 2016.  This was mainly as a result of the impact of negative credit sales of 18.1% over 
the second quarter 2016, a trend which has been impacting the top line since the sale of the 
trade receivables book in November 2012.  
 
The affordability regulations implemented in September 2015 has exacerbated this trend over 
the last 12 months with the impact on retail sales in the current quarter estimated at R159 
million. Credit sales contributed 35.4% of total retail sales for the second quarter 2017, a 
decrease of 4.9%, from a 40.3% contribution in the second quarter 2016.  
 
The gross profit margin declined 360 bps from 35.4% in the second quarter 2016 to 31.8% in 
the second quarter 2017.  
 
The strengthening of the Rand and lower finance cost charges have contributed to the Group 
achieving a net profit of R163 million in the second quarter 2017, up R2,307 million from a 
loss of R2,144 million reported in the second quarter 2016. 
 
The overall result was a decrease in Adjusted EBITDA of 100.4% to negative R2 million from 
R516 million for the second quarter 2016. As a result of the clearance activity undertaken, 
gross profit decreased by R353 million, or 16.1%, whilst, the gross profit margin for the second 
quarter 2017 was 31.8%, down 360 bps from 35.4% in the second quarter 2016.  
 
Store costs continue to be well managed increasing R93 million, or 5.9% over the second 
quarter 2016 whilst other operating costs excluding store card credit administration costs and 
non-recurring costs decreased by R64 million mainly driven by the head office restructure 
completed earlier in calendar 2016. 
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On 8 July 2016, the Group secured a combined R1.5 billion in bridge funding denominated in 
US dollars and Euros, which was made available by a group of Noteholders and bank lenders 
in two tranches of which the Group received a net amount of R651 million under the first 
tranche on 12 July 2016. 
 
On 15 September 2016, the Group agreed to the sale of the Legit business for R637 million 
to Retailability Proprietary Limited. This sale is aligned with Edcon’s strategic plan to create a 
simpler, more agile business focused on selected offerings where the Group can add value.  
 
Edgars: Retail sales decreased by R167 million or, 6.8%, from R2,454 million in the second 
quarter 2016 to R2,287 million in the second quarter 2017. Cash sales increased by 0.7%, 
and credit sales decreased by 14.3%. Same-store sales decreased by 8.5% compared to the 
second quarter 2016. Sales continued to be impacted by the decline in credit sales during the 
current quarter with all merchandise categories in the Edgars’ division reporting negative 
growths. During the quarter, Edcon opened three Edgars’ stores, bringing the total number of 
stores in the Edgars division to 206. Input costs remained affected by the Rand and the gross 
margin was 36.9% for the second quarter 2017, down from 39.6% in the second quarter 2016. 
 
Discount: The division continued to be significantly affected by weak credit sales, which 
decreased by 20.7% compared to the second quarter 2016. Cash sales were positive, 
increasing 2.5%. Total retail sales decreased by R118 million, or 5.5%, from R2,156 million in 
the second quarter 2016 to R2,038 million for the current quarter. Same store sales decreased 
by 5.7% in the second quarter 2017 compared to the second quarter 2016.  Only one Jet store 
was closed during the quarter with no new store openings, bringing the total number of stores 
in the Discount division to 518.  The gross profit margin decreased to 25.7% in the second 
quarter 2017 from 32.0% in the second quarter of 2016 mainly driven by aggressive clearance 
activity to improve the inventory ageing profile ahead of the peak trading quarter. 
 
Specialty: The division reported retail sales of R1,259 million, a decrease of 6.8% compared 
to R1,351 million in the second quarter 2016, and same store sales were down 9.8%. Credit 
sales decreased 24.9% while cash sales increased 0.7% on the second quarter 2016. During 
the period, we opened two Edgars Active stores, one Red Square, one CNA and two mono-
branded stores and closed one Edgars Active store, five Edgars Shoe Gallery stores, two Legit 
stores and five mono-branded stores bringing the total number of stores in the Specialty 
division to 773 stores. The gross margin declined to 30.9% for the second quarter 2017 from 
31.6% in the second quarter 2016 due to aggressive clearance activity ahead of the peak 
trading quarter to improve the age profile of inventory. 
 
Africa expansion: Sales from countries other than South Africa decreased by 5.4% during 
the second quarter 2017 mainly as a result of tighter credit requirements implemented, 
particularly affecting Namibia and Botswana, and contributed 12.9% (10.1% excluding 
Zimbabwe) of retail sales for the second quarter 2017, up from 12.7% (9.5% excluding 
Zimbabwe) in the prior comparative quarter. Zambia, Ghana and Mozambique showed 
positive growth for the quarter. Edcon now has 213 stores outside of South Africa (including 
51 in Zimbabwe). 
 
Credit and financial services: At 24 September 2016, excluding Edgars Zimbabwe, Edcon 
had 351,000 fewer credit customers compared to the second quarter 2016. On a twelve month 
rolling basis, credit sales (excluding Zimbabwe) decreased from 40.3% of total retail sales in 
the second quarter 2016 to 37.1% in the second quarter 2017. The Group continued to be 
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affected by the affordability regulations implemented by the National Credit Regulator in 
September 2015. The impact of the affordability regulations on the current quarter sales is 
estimated to be approximately R159 million.  
 
Edcon continues rolling out an in-house National Credit Act compliant credit solution to 
customers and Absa has agreed to the Group’s initiative to drive future credit sales through 
increased limits and new account distribution between Absa and the Group. In terms of the 
arrangement with Absa, Absa will book roughly 20% of new accounts and the balance will be 
funded by the Group. The in-house trade receivables book at 24 September 2016 was R177 
million and is expected to continue to grow on the back of credit initiatives being implemented. 
 
Edcon Group capital expenditure decreased by R52 million to R105 million in the second 
quarter 2017, from R157 million in the second quarter 2016 in line with lower average space 
growth. Edcon invested R36 million in information systems infrastructure in the second quarter 
2017 compared to R24 million in the second quarter 2016.  The Group is planning to spend 
around R600 million for the fiscal year 2017. 
 

– ends – 
 

Contact details:     
                                   
Edcon 
Vannie Pillay 
Corporate Affairs and Communication Manager 
vpillay@edcon.co.za 
 
Aprio  
Communications Advisor to Edcon 
South Africa: Julian Gwillim 
julian@aprio.co.za  
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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 1548 stores (as at 24 
September 2016) 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.  
 
For more information, please visit the Edcon website: www.edcon.co.za  
 
 
DISCLAIMER  
  
Edcon Holdings Limited (together with its consolidated subsidiaries, the “Group” or the “Edcon Group”) is providing the following 
trading update (the “Trading Update”) which provides an update on the Group’s financial performance for the 13 week period 
ended 24 September 2016.  
  
This Trading Update or any part of it is for informational purposes only and does not constitute, and should not be construed as, 
part of any offer or invitation to sell, or any solicitation of any offer to purchase or subscribe for, any securities in the Group and 
it is not intended to provide the basis of any investment decision nor does it nor is it intended to form the basis of any contract 
for acquisition of or investment in the Group, financial promotion, or any offer or invitation in relation to any acquisition of or 
investment in the Group in any jurisdiction, nor should it be considered as legal, financial or tax advice in relation to the same.  
  
This financial information contained in this Trading Update is based on management accounts, for the second quarter 2017 (as 
defined herein). Our independent auditors, Deloitte & Touche, have not audited, reviewed, compiled or performed any procedures 
with respect to the financial data included herein. Accordingly, our independent auditors do not express an opinion or any other 
form of assurance with respect thereto. The preliminary results presented herein are based on a number of assumptions that are 
subject to inherent uncertainties and subject to change. We cannot assure you that, upon completion of our financial statements 
for fiscal year 2017, and the review by our independent auditors of our results for fiscal year 2017, we will not report materially 
different results than those indicated herein.  
  
This Trading Update includes forward-looking statements, including certain estimates which are based on the Group’s current 
expectations and projections about future events. All statements other than statements of historical facts included in this Trading 
Update, including statements regarding the Group’s future financial position, risks and uncertainties related to its business, 
strategy, capital expenditures, projected costs and our plans and objectives for future operations, including our plans for future 
costs savings and synergies may be deemed to be forward-looking statements. Words such as “believe,” “expect,” “anticipate,” 
“may,” “assume,” “plan,” “intend,” “will,” “should,” “estimate,” “risk” and similar expressions or the negatives of these expressions 
are intended to identify forward-looking statements. In the course of preparing such forward-looking statements, the Group has 
taken into account historical financial performance and made certain assumptions that management of the Group has deemed 
to be reasonable. None of the information contained in the forward-looking statements has been independently verified and no 
representation or warranty, express or implied, is made by the Group as to the information or opinions contained in any forward-
looking statement. Any forward-looking statements contained in this Trading Update are made only as of the date of this Trading 
Update.  
  
By their nature, forward-looking statements involve risks and uncertainties because they relate to events and depend on 
circumstances that may or may not occur in the future. Edcon cautions you that forward-looking statements are not guarantees 
of future performance and that the actual results of operations, financial condition and liquidity and the development of the 
industry in which Edcon operates may differ materially from those made in or suggested by the forward-looking statements 
contained in this Trading Update. Consequently, you should not place undue reliance on these forward-looking statements. No 
member of the Group is under any obligation to keep current any of the information (including any forward-looking statements) 
contained in this Trading Update, and any opinions expressed in it are subject to change without notice. Furthermore, the Group 
disclaims any obligation to update their views of any of the risks and uncertainties presented in this Trading Update. Nothing in 
this Trading Update will create an obligation on behalf of the Group to provide information similar to the information contained in 
this Trading Update in the future. None of the information contained on the Group’s website is incorporated by reference into or 
otherwise deemed to be linked to this Trading Update.  
  
Prospective investors are reminded that past financial performance is not a reliable indicator of any potential future performance, 
and prospective and current investors are solely responsible for making their own independent appraisal of and investigations 
into the financial and other information presented in this Trading Update. No member of the Group assumes any obligation to 
review or confirm analyst expectations or estimates. Nothing in this Trading Update constitutes investment advice.    


