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EDCON FIRST QUARTER 2014 RESULTS 

 
“DELIVERY AGAINST STRATEGY UNDERSCORES EDCON'S FUTURE GROWTH 

PROSPECTS” 
 

Salient features: 

 
Pertaining to the first quarter 2014 compared to the prior comparative quarter 
 
 Improved profitability 

 Gross profit up 5.9% to R2.4 billion 

 Gross profit margin increased by 1.0 percentage point 

 Retail trading profit(1) increased 11.0% to R342 million 

 Pro forma adjusted EBITDA up 6.0% to R721 million 
 Delivery against strategic plan 

 Increase in average space of 4.2% 

 Edgars refurbishment strategy progressing well 

 Further exclusive brands secured and starting to rollout 

 Over 10 million loyalty customers in 17 months 

 Benefits of sourcing changes starting to show 
 Operational performance momentum 

 Retail sales up 3.2% to R6.2 billion 

 Cash sales growth of 12.1%  

 Revenue from operations outside South Africa now contributes 9.9% to total sales 
 

(1)  Trading profit adjusted for all income and expenses related to credit and financial services  
 
JOHANNESBURG, South Africa – 22 August, 2013: Edcon, Southern Africa’s largest non-
food retailer, has reported trading results for the three months ended 29 June 2013.  
 
Chief Executive of Edcon, Jürgen Schreiber, said: “In the first quarter we continued to 
focus on the execution of our strategy to position Edcon for future growth, although 
we remain mindful of consumer pressures. During the quarter, we grew cash sales 
12.1%, largely due to our loyalty programme that now has over 10 million card holders. 
We also continued implementing the second phase of Edgars’ 72-store refurbishment 
programme, which is delivering a refreshed, consistent and compelling shopping 
experience and is timed to coincide with the peak Christmas trading period. Edgars is 
also in the process of rolling out exclusive brands, improving talent management and 
further optimising operations. The Discount division continued to increase profitability, 
benefiting from strategic initiatives introduced over the last year, such as better 
sourcing and improved product selection as well as a strong focus on optimisation".  

Edcon’s total revenues increased 4.7% to R6.6 billion and same store sales were down 0.3% 
in the first quarter 2014 largely as a result of the temporarily disruptive impact of refurbishment 
initiatives that are underway in the Edgars division.  
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Gross profit was 5.9% higher at R2.4 billion with the gross profit margin rising to 38.9% from 
37.9%.  Margins in both the Edgars and Discount divisions improved, but were lower in the 
CNA division. The impact of the weakening rand over the quarter was mitigated by the 
season’s purchases having been substantially hedged beforehand.  
 
The total number of stores increased by 9.6% to 1 301 stores from 1 187 stores this time last 
year. Total store costs increased by R88 million, or 7.3%, from R1.2 billion in the first quarter 
of 2013 to R1.3 billion in the first quarter 2014, mainly due to higher rental and manpower 
costs. Store costs were particularly well contained in the Discount division, increasing only 
3.3%, reflecting the success of the optimisation initiative. Store costs in the Edgars division 
increased 9.6% as the optimisation efforts will only benefit the business in the second half of 
fiscal year 2014, once the large refurbishment programme has concluded. 
 

Pro forma adjusted EBITDA increased 6.0% to R721 million as sound cost management 
contributed positively.  Net financing costs decreased by 20.6% to R159 million, from R772 
million in the first quarter 2013 to R613 million in the first quarter 2014. This decrease is 
primarily as a result of an improved net debt position, which totals R19.5 billion, following the 
sale of the trade accounts receivables asset to Absa on 1 November 2012 and 30 April 
2013. 
 

Capital expenditure increased by R117 million, or 59.1%, to R315 million in the first quarter 
2014, from R198 million in the first quarter 2013. During the period, 38 new stores were 
opened within the Edcon group (excluding one conversion) which, combined with store 
refurbishments, resulted in investments in stores of R255 million. 
 
Edcon concluded the second closing of the agreements with Absa on 30 April 2013 for a cash 
consideration of R461 million. On 30 June 2013, all conditions required for the third and final 
closing of the South African portion of the trade accounts receivable were satisfied and a 
further R126 million of the South African private label store card portfolio was sold to Absa. 
 
On 20 May 2013, Edcon completed the repurchase of its senior secured floating rate notes at 
a face value of €387 million. The repurchase was funded from the proceeds drawn from the 
rand denominated senior secured term loan and the net proceeds derived on termination of 
the derivative contracts that were hedging the exchange rate risk on the notes repurchased. 
The rand denominated senior secured term loan was finalised in April 2013. The Group also 
received commitments to extend the R3,7 billion of the revolving credit facility from maturities 
of between 31 December 2013 and 31 March 2014 to 31 December 2016. 
 
The Edgars division grew retail sales 1.2% in the quarter under review, compared to the first 

quarter 2013. This was primarily due to stronger cash sales growth of 13.6% and good 
performances from cosmetics, footwear and brands. Same store sales decreased 3% mainly 
due to the short-term disruptions from refurbishments. Net average space increased 5.9% 
when compared to the first quarter 2013, largely due to store openings across the division. 
The total number of stores within the Edgars division has increased to 408 from 341 in the 
prior comparable quarter. The gross margin improved to 42.0% from 41.1%. 
 
 
The objective of the Edgars transformation programme is to deliver a refreshed, consistent 
and compelling shopping experience. The programme consists of three key elements; the 
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refurbishment phase, a store optimisation programme and a people support initiative. The 
refurbishment phase includes enhancements to visual marketing, standardised store layouts, 
improved space allocation and some remerchandising of the presentation of product. 
Following the refurbishment phase, processes from receiving to replenishment are to be 
optimised on similar principles to those implemented successfully in the Discount division to 
enhance daily store functionality and improve the customer experience.   
 
Jürgen Schreiber added, “These changes are supported by a plan to ensure that we have the 
right people, appropriately trained, managing the stores and serving customers”.  
 
Average sales growth from the 16-stores whose refurbishment has concluded is up 250–500 
bps when compared to the 19 weeks before the refurbishment started. The 72-store 
programme consists of 63 stores that need refurbishment, but do not require expansion and 
nine stores that do. The total cost of the refurbishment is R527 million, including R210 million 
for the nine expansion stores. At 29 June 2013, 18 stores had been completed at a total cost 
of R115 million, including one expansion store. A further 12 stores were completed by 10 
August 2013, with cumulative costs for the project of R177 million, giving confidence that all 
stores, excluding one expansion store, would be completed before the Christmas trading 
period.  
 
After the successful introduction of Topshop Topman last year, Edcon recently secured the 
franchise rights to T.M. Lewin, Dune London, Tom Tailor, Lucky Brand, and Lipsy. These 
brands will be rolled out mainly through the shop-in-shop concept in Edgars, but also through 
a limited number of mono-branded stores.  
 
Edcon has also received Competition Commission approval for the acquisition of a controlling 
stake in the companies retailing, under licence, the well-known international brands 
Accessorize (fashion accessories), La Senza (specialty lingerie) and Inglot (cosmetics) in 
South Africa, which have a combined 42 standalone stores and kiosks across the country.  
 
The Discount division’s sales increased 4.7% and same store sales were 1.7% higher for 
the first quarter 2014, compared to the first quarter 2013. The Discount division has 
substantially retained market share despite weak credit sales, while cash sales grew 13.0%. 
Ladieswear and menswear in Jet continued to grow strongly and Legit increased sales 12.2% 
in the first quarter 2014.  
 
During the quarter, net average space increased by 2.7% and the number of stores increased 
to 658 from 615 when compared to the first quarter 2013. Changes in product mix and 
improved results from sourcing initiatives resulted in an increase in the gross profit margin 
from 34.0% in the first quarter of 2013 to 35.7% in the first quarter of 2014.  
 
CNA's sales increased 4.5% and same store sales were 3.6% higher for the first quarter 2014, 
compared to the prior first quarter. This is primarily due to the increase in sales of electronic 
merchandise as the business continues to make changes to its product mix. The total number 
of CNA stores remained at 195 and the average space decreased marginally. Gross margin 
decreased by 1.8% from 33.9% in the first quarter 2013 to 32.1% in the first quarter 2014, due 
to the merchandise mix change.  
 
Africa  
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Edcon owns 39% of Edgars Zimbabwe, a Zimbabwean listed public company which is 
independently managed. In the implementation of IFRS 10, Edgars Zimbabwe was re-
assessed, and the results of this entity have been consolidated from 31 March 2012.  
 
Edcon’s expansion outside of South Africa continues to progress well. The Group expects to 
expand its footprint at a measured rate and recently secured store space in Ghana. The sales 
from countries outside of South Africa contributed 9.9% (8.2% excluding Zimbabwe) of retail 
sales for the first quarter 2014, up from 8.4% (7% excluding Zimbabwe) in the prior 
comparative period. 
  
Edgars Department Stores CE appointed 
Birgitt Gebauer has been appointed as the Chief Executive: Edgars Department Stores, 
effective 1 September 2013. Birgitt has over 28 years’ retail and textile expertise bringing a 
wealth of merchandise and product experience to the position. 
 
 

– 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 
International: Ryan O’Keeffe / 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 1 301 stores (as at 29 June 2013) in South Africa, Botswana, Mozambique, Namibia, 
Swaziland, Lesotho, Zambia and Zimbabwe. Edcon has been recognised in national surveys 
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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, Inglot, La 
Senza and Accessorize whose product is 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 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/

