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EDCON RESULTS FOR THE THREE MONTHS ENDED 26 SEPTEMBER 2015 

 

Edcon CEO, Bernie Brookes commented: “Since joining Edcon at the end of September, my 

priority has been on getting to know the business and, importantly, the needs of our many 

customers. At this early stage, I am more convinced than ever about the future potential of 

the Edcon group and its various brands on South African society, as well as the positive 

impact we can continue to make on the lives of all our stakeholders. 

 

“There have been some good changes made within the group over the last few years, which 

we will build on. However, I believe the imperative now, is to focus our attention on the 

needs and demands of our vast customer base as well as simplifying the business.   It is a 

privilege to be in this role and I expect to be in a position, very soon, to share more details 

on our plan to return Edcon to its preeminent position in the market,” he added. 

 

Key features 

 

Pertaining to the second quarter 2016 compared to second quarter 2015: 

 

 Pro forma adjusted EBITDA growth of 3.1% to R501 million - the 5th consecutive quarter 
of growth 

 Strong underlying margin offset partially by aggressive clearance of winter stock in Edgars 
 Controllable costs continue to be well managed 
 Retail cash sales up 5.6% 
 Retail credit sales down 7.6% 
 Successfully closed exchange offer with 97.34% acceptance 
 Sound working capital management 
 

Johannesburg, 19 November 2015: Edcon’s pro forma adjusted EBITDA rose for the fifth 

consecutive quarter, increasing 3.1% to R501 million. Cost management efforts continued to 

be supportive of overall profitability and positively benefitted pro forma adjusted EBITDA in 

a cyclically small quarter. 

 

The overall trading environment remains weak as economic growth forecasts were again 

revised downwards, with the broader credit environment remaining constrained.  Currency 

weakness and higher utility costs continue to put pressure on consumer spending. 
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The last quarter’s cash sales growth increased 5.6%, but was offset by a credit sales decline 

of 7.6%.  Total retail sales remained virtually unchanged at R6.2 billion.  

 

Credit sales contributed 40.3% of total sales in the second quarter 2016, a decrease from 

43.5% in the second quarter 2015 and 41.8% in the first quarter 2016. Edcon’s second look 

trade receivables book which is currently contributing approximately 3% of total credit, has 

started returning customer credit acceptance rates to a healthier level and is gradually 

assisting to slow the decline in credit sales.  

 

A decision to clear winter stock early impacted gross profit margin, declining to 35.4%, from 
35.8% in the prior comparative quarter partially offset by increasing first margins before 
clearance. Discount division margins again expanded. 
 
The Group successfully concluded its exchange offer with respect to its €425,000,000 Senior 
Notes due 2019 (the “Notes”), with holders of approximately 97.34% of the principal amount, 
or €413,699,000, having tendered their Notes for settlement on 29 July 2015. Of those 
holders that participated in the exchange offer, approximately 45.3% of the noteholders 
selected Option A and 54.7% of the noteholders selected Option B, which includes an equity 
exposure. 
 
As a result, the Group’s net cash interest payment obligations will decrease by approximately 

R1 billion a year on an LTM basis, and the Group’s net indebtedness at the end of the second 

quarter 2016 adjusted for the implementation of the exchange offer will decrease by R4,851 

million, excluding costs.  

 
Bernie Brookes joined the Group as CEO on 30 September 2015. His immediate priority is to 
determine Edcon’s strategic direction.  Together with the Edcon team, there has been a focus 
on customer research, store visits and internal focus groups.  Strategic change initiatives will 
be shared with all stakeholders before the end of fiscal year 2016, following timely internal 
engagement and inclusion.  The key endeavours of this strategy are set, and include: 
 

 Putting the customer at the centre of all decisions;  

 Rebalancing Edcon’s iconic private label brands with the global brands that have been 
introduced; 

 Simplifying the business model; and 

 Focusing on store space productivity, while emphasising digital retail.  
 
While the option of selling certain non-core assets remains available to the Group, the overall 
focus is enhancing the customer experience and strengthening the business performance.  
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Edgars’ division: Total cash sales growth in this division remained strong, increasing by 6.0%. 
However, credit sales growth declined by 6.7% resulting in retail sales decreasing by 0.3% for 
the second quarter 2016 when compared to the second quarter 2015. Same-store sales 
decreased by 2.6% compared to the second quarter 2015, impacted by lower credit sales. 
During the quarter, two Edgars’ stores, one Edgars Active store and two mono-branded stores 
were opened. There were also five closures (four Edgars stores and one mono-branded store), 
bringing the total number of stores in the Edgars division to 549. 
 
To ensure a healthy aged stock profile, an early and aggressive winter clearance resulted in a 
gross profit margin of 36.9%. The underlying first margins remain sound and the Edgars 
division now has a cleaner stock base and fresher inputs for peak trading.  
 
Discount division: Total cash sales growth was solid, increasing by 6.1%. However, the 
Discount division was significantly affected by negative credit sales growth of 10.7%, resulting 
in retail sales marginally decreasing 0.1% for the second quarter 2016 when compared to the 
second quarter 2015. Same store sales were 2.0% lower when compared to the second 
quarter 2015. During the period, four Jet stores and two Jet Mart stores (including one 
conversion) were opened while five Jet (including one conversion) and one Jet Mart store 
were closed bringing the total number of stores in the Discount division to 728. 
 

Gross profit margin sustained its positive trajectory in the quarter, increasing by 80bps to 

33.5% from 32.7% in the second quarter of 2015. We believe our stock levels are well 

managed across most merchandise areas ahead of the peak trading period. 

 
CNA: Total retail sales were down 4.3% for the second quarter 2016, as total space decreased 
with the optimisation project. Same store sales decreased 5.6% over the same period. The 
total number of stores at the end of the period was 197 compared to 193 at the end of the 
prior comparative period. The gross margin declined by 200bps to 28.8% for the second 
quarter 2016 from 30.8% in the second quarter 2015 due mainly to product mix.  
 
Africa: Sales from countries other than South Africa grew by 2.5% over the second quarter 

2016, and contributed 12.7% (9.5% excluding Zimbabwe) of retail sales for the second quarter 

2016, up from 12.4% (9.5% excluding Zimbabwe) in the prior comparative period. Total sales 

were positively impacted by expansions in Zambia and Ghana as well as the impact of the 

weaker Rand on the conversion of Zimbabwe retail sales, but were offset by a more cautious 

consumer spending across the continent. Edcon now has 207 stores outside of South Africa 

(including 53 in Zimbabwe). 

 

Credit and financial services: Edcon remains positive about continuing to roll out its, National 

Credit Act compliant, second look credit solution to customers. The second look book grew 
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by approximately R16 million over the quarter to R106 million, which though still relatively 

small, is positively impacting overall approval rates. Edcon’s share of the profits from the 

insurance business increased by 58.3% from the prior period to R266 million for the second 

quarter 2016. The increase was driven by higher insurance sales resulting from solid in-store 

and telesales insurance contract executions and further assisted by increased volume from 

the in-house second look credit programme combined with the early receipt of dividends 

from the insurance business. 

 

Total costs remain well managed with store costs increasing by only R59 million, or 3.9%, to 

R1.6 billion in the second quarter 2016. This was achieved by limiting the increase in 

manpower costs, which increased by only 2.6%, lower transactional fees and stock losses 

below the rate of inflation and space growth. Security, utility and rental costs continued to 

increase above inflation: rental costs increased by 12.4%, a function of space and contractual 

lease agreements. Rental and manpower constituted 62.0% of total costs for the second 

quarter of 2016.  

 
Capital expenditure decreased by R113 million to R157 million in the second quarter 2016, 

from R270 million in the second quarter 2015, which is in line with lower overall capital 

expenditure guidance. In the second quarter 2016, 12 new stores were opened (excluding 

one conversion) and, combined with store refurbishments, resulted in investments in stores 

of R117 million (excluding Zimbabwe). Edcon invested a further R24 million in information 

systems infrastructure, which compares to the R50 million spent in the second quarter 2015.  

 

The Group has planned to normalise capital expenditure to around R600 to R700 million for 

fiscal year 2016 of which approximately half is expected to be in expansions. 

 
– Ends – 
 
Contact details:     
                                   
Edcon 
 
Vuyo Mtawa 
Edcon Media Relations Manager 
+27 11 495 4244 
vmtawa@edcon.co.za 
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Aprio / RLM Finsbury 
Communications Advisors to Edcon 
Edcon-external@rlmfinsbury.com  
South Africa: Julian Gwillim 
+27 82 452 4389 
 
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 1527 stores (as at 26 September 2015) 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 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. 
 
For more information, please visit the Edcon website: www.edcon.co.za  

http://www.edcon.co.za/

