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EDCON RESULTS FOR THE THREE MONTHS ENDED 26 DECEMBER 2015 

 

Key features 

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

 

 Profit of R2,992 million following conclusion of the Exchange Offer 
 Deleveraging of R4,548 million1 (€298 million) on conclusion of the Exchange Offer 
 Customer-centric strategic plan announced during the quarter   

 Retail sales declined by 1.7% to R8,685 million 
 Retail cash sales increased by 4.0% 
 Retail credit sales decreased by 9.9% 
 Controllable costs continue to be well managed 
 Pro forma adjusted EBITDA decreased by 9.8% to R1,127 million 
 Significant weakening of the Rand 
 Identified opportunities for cost savings of approximately R500 million in fiscal 2017 

1 FX rate at 27 November 2015 of R15.27:€ 

 

Johannesburg, 26 February 2016: Edcon accelerated the realignment of its strategic plan over 

the last quarter.  Its primary focus continues to be on the needs of its vast customer base and 

the return of the business to its leading position in the market. The strategic plan is customer-

centric and focuses on, simplicity and people empowerment. 

 

Edcon CEO, Bernie Brookes commented, “As we continue the journey of recalibrating our 

business model, management roles and reporting responsibilities have already been 

improved at our head office to ensure the successful delivery of our strategic objectives.  

Linked to this, we have initiated a process of improving efficiencies, eliminating complexities 

and reflecting a simpler more agile structure that positions us for growth.  The restructuring 

and new operating model will allow us to be more agile, with less layers and allows the various 

Group teams to be responsible for their overall success.  We are embarking on a differentiated 

customer service proposition, a focus on omni-Channel, our vast loyalty membership (which 

exceeds 12 million loyalty customers) and a far more efficient sourcing strategy”.  

 

The overall trading environment remained challenging during the current quarter primarily 

due to higher income taxes, increased unemployment, rising interest rates and a sharp 

depreciation in the Rand. Household income growth continued to be affected by these factors 

and consumer confidence declined close to its lowest point in 14 years during the quarter, as 

reported by the Bureau for Economic Research.  
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While cash sales growth increased by 4.0%, credit sales growth decreased by 9.9%, impacting 

total retail sales, which declined by 1.7% to R8,685 million. Credit sales were affected by the 

change in the affordability regulations during the quarter by approximately R195 million and 

contributed 37.6% of total sales in the third quarter 2016, a decrease from 41.0% in the third 

quarter 2015.  

 

Edcon will continue to supplement its Absa credit offering through the in-house second look 

credit solution. As at 26 December 2015, the second look trade receivables book had grown 

by 202% compared to 27 December 2014. 

 

Edcon’s total revenues decreased by 1.5% to R9,138 million and gross profit decreased by 
3.0% to R3,259 million as a result of the decline in sales growth combined with increased input 
costs largely as a result of the devaluation of the Rand compared to prior comparative period. 
The gross profit margin declined slightly to 37.5% from 38.0%.  Pro forma adjusted EBITDA 
declined by 9.8% to R1,127 million.  
 

Mr Brookes added, “These negative revenue results were addressed in the strategic plan 

announced in December 2015 where we provided a roadmap to address the declining sales 

and profit of the Group. This plan includes a leaner head office, providing our chain 

management team with the profit and loss responsibility and, importantly, accelerating 

customer focused operations.  This process will impact the number of jobs at head office, but 

additional jobs will be created within the respective chains as well as through investment 

made in some key strategic areas, such as Customer, omni-Channel, Loyalty and Sourcing. 

Through all of this, we remain committed to treating our employees fairly and responsibly 

and we will ensure that the consultation process we have embarked on, is conducted in a 

transparent and considerate manner.  Our ultimate objective is to ensure a far simpler 

business focus across the Group, to enable us to enhance the focus on customers.” 

The Group has identified opportunities for cost reductions of approximately R500 million over 
the next 12 months, including a rebalancing of, and increasing efficiencies at the head office, 

as well as a reduction in goods not for resale (e.g. tendering) and associated costs. The Group 
plans to reinvest some of the savings in customer service, E-commerce and private label 
development. 
 

As at 26 December 2015, the Edcon Group reported net debt of R22, 621 million, a decrease 
of R4,478 million, from R27,099 million at 26 September 2015, driven mainly by the 
conclusion of the Exchange Offer on 27 November 2015. The Exchange Offer had a total 
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deleveraging effect on the Group of €298 million. Additionally, cash-pay leverage was reduced 
by approximately 25% as well as a reduction in the Group’s annual net cash interest payments 
by approximately R1.0 billion. During the quarter, the Group recognised an accounting net 
gain of R4,084 million which is excluded from the pro forma adjusted EBITDA. While net debt 
reported has been significantly impacted by the devaluation of the Rand against the Euro and 
the US Dollar during the quarter, given the debt refinancing undertaken during the quarter, 
no foreign debt falls due until 31 December 2017. 
 

Edgars’ division: Retail sales in the Edgars division declined slightly by 0.2% for the third 

quarter 2016 when compared to the third quarter 2015. Sales growth across all categories 

remained relatively flat: total cash sales growth was strong, increasing 8.2%, but credit sales 

declined by 9.3%. Same-store sales decreased by 2.7%, primarily affected by subdued trading 

performance across all categories, negative credit sales growth and underperforming brands.  

Gross margin was 39.4% for the third quarter 2016, a decrease from 40.1%, primarily as a 

result of the declining Rand, which caused an increase in input costs as well as increased 

clearance markdowns. 

 

Discount division: Total cash sales growth increased by 5.1%. However, the division was 

significantly affected by negative credit sales growth of 15.4%, resulting in overall retail sales 

decreasing by 2.0% for the third quarter 2016. Menswear, cellular and hardlines traded 

positively compared to the prior comparative quarter, while footwear underperformed. Same 

store sales were 3.4% lower when compared to the third quarter 2015.  The gross profit 

margin was well-managed and only decreased slightly by 40bps to 35.9% during the quarter 

from 36.3% in the third quarter of 2015, primarily affected by increased input costs 

predominantly from the deteriorating Rand. 

 

CNA: Total retail sales decreased by 9.4% and same store sales were 8.3% lower for the third 

quarter 2016 compared to the third quarter 2015. This was due to a decrease in average space 

of 6.0%, and negative cash and credit sales of 5.5% and 20.1% respectively, which impacted 

sales performance of stationery and books. Cellular performed well, while entertainment and 

digital remained broadly flat compared to the third quarter 2015. The gross margin improved 

by 10bps to 29.6% for the third quarter 2016 from 29.5% in the third quarter 2015 mainly due 

to a change in product mix to categories with higher margin. 

 

Africa: Sales from countries other than South Africa decreased by 3.1% over the third quarter 

2016, and contributed 10.5% (8.5% excluding Zimbabwe) of retail sales for the third quarter 

2016, very slightly down from 10.6% (8.6% excluding Zimbabwe) in the third quarter 2015. 
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Ghana, Zambia and Mozambique combined, reported an increase in retail sales of 7.9% in the 

third quarter 2016 compared to the third quarter 2015, which was negatively affected by the 

weaker Rand on consolidation. Total retail sales were negatively impacted from the remaining 

countries outside South Africa, notably in Namibia and Zimbabwe as a result of credit 

tightening in Namibia following the sale of the Namibian book to Absa on 1 July 2014, and 

reduced consumer confidence in Zimbabwe, which are affected by economic factors in that 

country. Edcon now has 212 stores outside of South Africa. 

 

Edcon’s Group capital expenditure decreased by R135 million to R167 million in the third 

quarter 2016, from R302 million in the third quarter 2015 in line with lower overall capital 

expenditure guidance.  

 

In the third quarter 2016, Edcon opened 33 new stores which, combined with store 

refurbishments, resulted in investments in stores of R96 million (excluding Zimbabwe), 

compared to the third quarter 2015 during which 55 new stores were opened, resulting in an 

investment in stores of R248 million (excluding Zimbabwe). Edcon invested R48 million in 

information systems infrastructure in the third quarter 2016 compared to R52 million in the 

third quarter 2015. The Group has planned to normalise capital expenditure to around R600 

– R700 million for fiscal year 2016 of which approximately half is expected to be in expansion. 

 
– Ends – 

 

Contact details:     
                                   
Edcon 
 
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 
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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 1551 stores (as at 26 December 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. 
 
Edcon’s retail businesses are structured under three divisions: Edgars division which serves principally middle 
and upper income markets; Jet division including Jet and JetMart which serves principally middle to lower 
income markets; and the Speciality Division which is made up of Red Square, Boardmans, Legit, Edgars Active, 
CNA, Cellular, and International brands (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). 
 
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/

