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TRADING UPDATE  

 

EDCON TRADING UPDATE FOR THE 52 WEEKS ENDED 28 MARCH 2015 

 

Highlights: 

 

Pertaining to the 52-week period ended 28 March 2015 compared to the prior comparative period: 

 

o Retail sales up 2.0% to R27,510 billion  
o Retail cash sales growth of 11.0%  
o Retail credit sales decline 8.0%  
o Pro forma adjusted EBITDA up 1.4% to R2,725 billion  
o Increase in average space of 4.9% 
o Ongoing working capital improvements  
o Q4FY2015 pro forma adjusted EBITDA up 11.1% compared to Q4FY2014 

 

 

JOHANNESBURG, South Africa – 28 May 2015  

 

The last quarter’s pro forma adjusted EBITDA increased 11.1% compared to the comparable quarter in 

the previous financial year and gross profit margins improved 240 basis points to 37.3%, despite a 

decline in retail sales of 0.7% and a comparative store sales decline of 3.9%. Cash sales continued to 

grow positively during the quarter, increasing 6.3%, while credit sales declined 9.6% on average space 

growth for the quarter of 4.5%. 

 

For the full financial year, the Edcon group has seen pleasing cash sales performance, with cash sales 

up 11.0%, following the implementation of key strategic changes implemented in the prior financial year. 

Margins also improved with the gross profit margin expanding 0.7% points to 37.2%; pro forma adjusted 

EBITDA increased 1.4% with consecutive quarterly improvements. The sound performance in cash 

sales is evidence that the strategic changes implemented have been well received by customers while 

margin improvements are testament to sound management of controllable metrics. 

 

Group retail sales grew 2.0% to R27,510 million based on a similar overall performance within both the 

Discount and Edgars division, impacted by an 8.0% decline in credit sales growth. CNA sales, however, 

continued to decline. The negative credit sales growth across all the divisions continues to delay 

meaningful growth of the business. While Edcon did explore measures to enable the company to 

compete more effectively on credit, these have yet to yield a positive outcome. In addition, the retail 

market continues to be impacted by continued consumer pressure in a tough economic environment.  

 

Group gross profit margins increased from 36.5% to 37.2% due to better pricing architecture, improved 

buying, lower clearance activity and increased margin generated through our expansion outside of 

South Africa. Sound cost management enabled a turnaround in pro forma adjusted EBITDA, which 

increased 1.4% to R2,725 million, year on year, following a decline of 2.6% in the prior financial year.  
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Working capital efforts implemented early in the financial year have yielded positive results with 

cashflow from working capital improving from utilising R114 million in financial year 2014 to generating 

R573 million in financial year 2015, a turnaround of R687 million. 

 

Edcon recently entered into discussions with its bank lenders as well as certain 2019 noteholders 

regarding potential capital structure initiatives, including new debt financings and/or transactions 

involving our existing debt. The company has retained Houlihan Lokey and Goldman Sachs to assist 

with the assessment and implementation of these potential initiatives. These discussions are 

proceeding constructively, but there can be no assurance at this time that they will be successful. All 

stakeholders will be updated in due course. 

 

This trading update is presented in advance of possible capital structure initiatives and the annual 

financial statements, which will follow in due course. 

 

Total revenues for the year increased by 2.2%, to R 29,415 million, which is commensurate with the 

growth in retail sales and which was marginally improved by the administration fee paid by Absa and 

manufacturing income. Gross profit was 4.1% higher and the gross profit margin increased 70 basis 

points. Margin improvements in both the Discount and Edgars divisions were partially offset by declining 

margins in the CNA division. 

 

Total store costs increased by R577 million, or 10.1%, from R5,700 million in 2014 financial year to 

R6,277 million in 2015 financial year, mainly due to new space and contractual lease escalations, 

resulting in rentals that increased by 12.0%. Manpower costs remained flat as productivity 

improvements were maintained following staff restructuring within the stores early in the year. Rental 

and manpower costs constituted 59.6% of total store costs.  

Operating activities generated cash of R3,075 million, R649 million higher than the R2,426 million in 

the prior comparative period.  

 

Capital expenditure decreased by R312 million to R1,037 million for the financial year 2015, from 

R1,349 million in the financial year 2014. This included the opening of 142 new stores and R223 million 

investment in information systems infrastructure. The company has planned to normalise capital 

expenditure to around R600 million to R700 million for fiscal year 2016.  

 

At the end of the financial year, cash and cash equivalents were R1,288 million (R410 million in FY2014) 

and there was R387 million (R2,311 million in FY2014) available for borrowing under the revolving credit 

facility. Edcon has considered the upcoming maturities in the next 12 months, which include the super 

senior secured notes of R1 010 million maturing on 4 April 2016 and the deferred option premiums of 

R1 076 million, due largely in December 2015 and March 2016, respectively.  

Edcon anticipate repayments required will be met out of cash on hand, revolving credit borrowings, 

operating cash flows or from alternative forms of capital raising such as non-core asset sales or 

permitted borrowings. Further, Edcon has obtained advice provided by international investment banks 

on the ability to refinance upcoming maturities in light of the available capacity in the senior part of the 

capital structure. 
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Leadership changes 

In advance of Edcon’s Group Chief Executive Officer, Jürgen Schreiber's, employment contract coming 

to an end in April 2016, the Chairman began succession discussions together with him. A search for a 

successor CEO is well underway and further announcements in this regard will be made in due course. 

Jürgen will move to a new role as Vice Chairman of Edcon Holdings Limited from 15 August 2015 as 

part of a smooth transition and an active commitment to support the company towards its next phase 

of growth. The board would like to thank Jürgen greatly for his efforts and significant contributions during 

his tenure as CEO and for steering the company through a period of tremendous strategic change.  

The following non-executive board changes have taken place during the current financial year: 

 RB Daniels joined as a non-executive director effective 7 June 2014; 

 MS Levin resigned as a non-executive director effective 31 March 2015; and 

 M Osthoff joined as a non-executive director effective 1 April 2015. 

 

– Ends – 

 

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 

 

 

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 1500 stores (as at 28 

March  2015) in South Africa, Botswana, Mozambique, Namibia, Swaziland, Lesotho, Zambia, Ghana 
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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 


