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THE ECONOMY AND RETAIL ENVIRONMENT 

ÅDuring the 3rd quarter of 2011 financial risk around the globe surged closer to a critical 

level 

ÅSouth Africa, with its open economy, is not escaping the uncomfortable international 

situation and the economic outlook has deteriorated on the back of international 

financial risk 

ÅAs a result, the BER have adjusted downwards their SA GDP growth projections to 

3,1% in 2011 and 2,8% in 2012 

ÅInterest rates are expected to remain at current low levels for at least the remainder of 

the current financial year (following a reduction of 6,5% over the last 2 years) 

ÅInflation has risen from its low point in September 2010 (of 3,2%) and is currently 

projected to average 5,2% for 2011 (partly as a result of the higher food and oil prices) 

and 5,9% for 2012 

ÅFollowing 2 broadly strong years, the rand has depreciated significantly in the last 2 

months 

ÅAlthough real wage increases are evident in many sectors, rising food, fuel and 

electricity prices, coupled with the weak labour market performance, have started to 

erode consumerôs purchasing power 
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REVIEW OF 
THE PERIOD 
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REVIEW OF THE PERIOD 

ÅOur group trades in the mass-middle market space and our customers have benefited 

from: 

ÅContinued low interest rates 

ÅReal wage increases 

ÅLow inflation environment, albeit rising 

Å Continue to reap benefits of our strategic initiatives: 

ÅSupply chain 

ÅCRM - growth in active account base 

ÅDriving top-line growth - pricing efficiencies passed on to customers 

ÅHealthy debtorsô books ï TFG & RCS Group 

ÅRCS Group: 

ÅPerformed well 

ÅDMTN programme continues to be successful ï R1 billion surplus funding available 

to support future growth 

ÅNew brands: 

Å1st Charles & Keith store opened in August 2011 

ÅUpmarket luxury menswear brand Fabiani acquired effective 1 October 2011 
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REVIEW OF THE PERIOD CONTINUED 

ÅGroup turnover up 18,5% to R5,4 billion 

ÅHeadline earnings per share up 25,6% to 341,9 cents 

ÅOperating margin increased to 22,9% from 22,0% 

ÅInterim dividend increased by 37,7% to 190,0 cents per share 

ÅNet bad debt as a percentage of closing debtorsô book at 9,3% 

ÅRecourse gearing of 11,0%  
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Retail turnover by merchandise category 

September 2011  

(Rm) 

September 2010  

(Rm) % Growth 

% Same store 

growth 

Clothing 3 695,4 3 081,9 19,9 12,9 

Jewellery 531,4 494,8 7,4 1,5 

Cellphones 506,8 391,6 29,4 23,9 

Cosmetics 344,3 309,9 11,1 6,4 

Homeware & furniture 350,4 303,4 15,5 11,6 

Total 5 428,3 4 581,6 18,5 12,1 

ÅAll merchandise categories continue to perform well, gaining market share in all categories, 
particularly our largest product category, clothing 

ÅJewellery, being a more discretionary commodity, has traded satisfactorily taking into account 
the substantial increase in the gold price 

ÅProduct inflation for the period of approximately 5% 

 

REVIEW OF THE PERIOD CONTINUED 
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REVIEW OF THE PERIOD: RLC COMPARISON 

TFG vs RLC 
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Sep-10 Oct-10 Nov-10 Dec-10 Jan-11 Feb-11 Mar-11 Apr-11 May-11 Jun-11 Jul-11 Aug-11 

TFG 12,0 14,7 20,1 26,5 19,9 21,1 26,1 31,9 19,6 17,7 19,7 18,9 

RLC 13,4 14,5 16,1 4,1 6,1 8,2 3,1 19,5 6,3 3,7 7,4 9,3 

Sep - 10 Oct - 10 Nov - 10 Dec - 10 Jan - 11 Feb - 11 Mar - 11 Apr - 11 May - 11 Jun - 11 Jul - 11 Aug - 11 

ÅTFG figures include clothing turnover of the following divisions: Foschini, Markham and Exact 

ÅApparel turnover in TFG Sports division not included 

ÅOutperformed the general market for almost 12 months 
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FINANCIAL 
REVIEW 
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Income Statement for the period ended  

September 2011 

(Rm)   

September 2010 

(Rm)   % change 

Retail turnover 5 428,3 4 581,6 18,5 

Cost of turnover (3 156,0)   (2 674,0) 

Gross profit 2 272,3 1 907,6 

Interest received 813,0 736,3 

Dividends received 5,7 6,3 

Other revenue 568,1 434,7 

Trading expenses (2 415,1) (2 077,0) 

Operating profit before finance charges 1 244,0 1 007,9 23,4 

Interest paid (137,1) (122,0) 

Profit before tax 1 106,9 885,9 24,9 

Income tax expense (359,7) (280,0) 

Profit for the period 747,2 605,9 

Attributable to: 

Equity holders of The Foschini Group Limited 699,0 566,3 23,4 

Non-controlling interest 48,2 39,6 

HEPS (cents) 341,9 272,3 25,6 

Diluted HEPS (cents) 333,3 268,5 24,1 

FINANCIAL REVIEW: HALF-YEAR ENDED SEPTEMBER 2011 
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September 2011 

(Rm)   

September 2010 

(Rm)   % Growth 

Retail turnover 5 428,3 4 581,6 18,5 

Interest received 813,0 736,3 10,4 

Dividends received 5,7 6,3 (9,5) 

Other revenue 568,1 434,7 30,7 

Group total 6 815,1 5 758,9 18,3 

REVENUE 

ÅGood growth in retail turnover (albeit against World Cup inflated base) 

ÅInterest received will be dealt with separately 

ÅOther revenue growth of 30,7% 

ÅClub income +24% 

ÅCustomer charges income + 47% 

ÅInsurance income + 26% 

ÅCellular income ï one2one airtime product + 13%  

ÅThese products should continue to grow as our customer base grows 
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September 2011 

(Rm)   

September 2010 

(Rm)   

Gross profit (Rm) 2 272,3 1 907,6 

Gross margin (%) 41,8 41,6 

GROSS PROFIT 

ÅInput margin constant 

ÅImproved pricing passed on to customers 

ÅMarkdowns well controlled 
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September 2011 

(Rm)   

September 2010 

(Rm)   % Growth 

Trade receivables ï retail 405,5 344,4 17,7 

Receivables - RCS Group 400,2 385,2 3,9 

Sundry 7,3 6,7 9,0 

Total 813,0 736,3 10,4 

INTEREST RECEIVED 

ÅDue to the impact of the NCA capping formula, interest yields at their lowest 

ÅIncrease in interest received driven by higher average books 

ÅInterest received from retail debtorsô book up 17,7% 

ÅImpact of good account growth 

ÅIncreased credit sales 

ÅIncrease in number of 12-month accounts continues to increase the yield 

Å84,8% of balances now attracting interest 

ÅInterest received by RCS Group up 3,9% 

ÅImproved from -4% last year 

ÅGradual improvement as the book grows and as interest rates increase 

ÅPeter Meiring will deal with this in more detail in his section 
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September 

2011 (Rm)   

% to turnover 

2011 

September 

2010 (Rm)   

% to turnover 

2010 

% Growth 

 

Depreciation and amortisation (149,8) 2,8 (137,1) 3,0 9,3 

Employee costs (905,1) 16,7 (761,0) 16,6 18,9 

Occupancy costs (494,2) 9,1 (434,8) 9,5 13,7 

Occupancy costs ï lease liability adjustment (14,2) 0,3 (4,2) 0,1 

Other net operating costs (506,4) 9,3 (416,0) 9,1 21,7 

(2 069,7) 38,1 (1 753,1) 38,3 18,1 

Net bad debts (345,4) 6,4 (323,9) 7,1 6,7 

Total trading expenses (2 415,1) 44,5 (2 077,0) 45,3 16,3 

TRADING EXPENSES 

ÅExpenses before bad debt at 18,1%, pushed up by 

ÅEmployee and other operating costs relating to new stores 

ÅFleet transport (fuel) 

ÅElectricity 

ÅRepairs and maintenance (DC & other) 

ÅRCS re-branding & tele-marketing costs 

ÅStore occupancy costs: 

ÅNormal lease escalations average 8% 

ÅThe balance is made up of new stores 

ÅBad debts will be dealt with by Peter Meiring 
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September 2011 

(Rm)   

September 2010 

(Rm)   % Growth 

Employee costs - retail 780,5 665,4 17,3 

Employee costs: share-based payments (IFRS 2) ï retail 39,9 19,0 

Employee costs ï RCS Group 84,7 76,6 10,6 

Total employee costs 905,1 761,0 18,9 

% to turnover 16,7 16,6 

EMPLOYEE COSTS 

ÅStaff increases this year were 7% with promotional and ñout-of-lineò adjustments 9% - balance 
in respect of  

ÅNew store staff 

ÅAdditional call centre staff for collections and tele-marketing 
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September 2011 

(Rm)   

September 2010 

(Rm)  % Growth 

Interest paid 137,1 122,0 12,4 

INTEREST PAID 

ÅFinance charges increased due to investment in debtors, stock and capital expenditure 
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SEGMENTAL ANALYSIS 

ÅRetail produced a good result with 25,0% growth 

ÅRCS Group 

ÅGood performance ï up 24,7% on last year 

ÅContribution to PBT (before minorities) = 13,7% (vs 13,8% in Sept 2010) 

ÅRegaining momentum in growing its book, now that adequate funding is in place 

ÅPeter Meiring will deal with this in more detail 

September 2011 

(Rm)   

September 2010 

(Rm)   % Growth 

Retail 955,0 764,1 25,0 

RCS Group 151,9 121,8 24,7 

Total profit before tax 1 106,9 885,9 24,9 
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FINANCIAL POSITION 

ÅOur groupôs balance sheet remains strong 

ÅThe next few slides deal with key elements of our financial position 
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September 2011 

(Rm)   

September 2010 

(Rm)  % Growth 

Stock of merchandise 1 692,7 1 310,6 29,2 

STOCK AND CREDITORS 

ÅOff a low base (-4,2%) stock increased 29,2% in respect of new stores and expected levels of 
trading  

ÅAt appropriate levels for current trading and start of November/December period 

September 2011 

(Rm)   

September 2010 

(Rm)  % Growth 

Trade and other payables 1 754,2 1 499,5 17,0 

ÅStock continues to be funded by creditors 

ÅCreditors terms remain 30 days from statement 
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September 2011 

(Rm)   

September 2010 

(Rm)   % Growth 

Loan receivables 948,0 801,0 18,4 

Private label card receivables 2 186,6 1 905,1 14,8 

RCS Group 3 134,6 2 706,1 15,8 

Trade receivables ï retail 4 155,8 3 388,5 22,6 

Total receivables 7 290,4 6 094,6 19,6 

TRADE RECEIVABLES 

ÅTotal receivables on balance sheet amount to R7,3 billion of which R3,1 billion relates  
to RCS Group 

ÅIntention is separate listing of RCS Group within next 2 years 

ÅPeter Meiring will deal with the performance of our receivables in more detail 
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September 2011 

(Rm)   

September 2010 

(Rm)   

Interest-bearing debt and non-controlling interest loan 3 074,6 2 134,7 

Less: Preference share investment (200,0) (200,0) 

Less: Cash (468,6) (296,9) 

Net borrowings 2 406,0 1 637,8 

Less: SBSA loan to RCS Group (non-controlling interest loan) (214,4) (120,3) 

2 191,6 1 517,5 

Less: RCS Group external funding (commercial paper + bank loans) (1 500,0) (692,0) 

Recourse debt 691,6 825,5 

Less: TFG funding of RCS Group (231,4) (785,2) 

Retail borrowings 460,2 40,3 

BORROWINGS AND NON-CONTROLLING INTEREST LOAN 

ÅGearing of 38,2% (Sept 2010: 30,1%) 

ÅRecourse gearing of 11,0% (Sept 2010: 15,2%) 

ÅRetail gearing of 7,3% (Sept 2010: 0,7%) 

ÅOur current direct funding of RCS Group is R231,4 million - down R502,1 million since the 
year-end 
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Rm 

September 2011 

(Rm)   

Net borrowings at beginning of the period (2 023,4) 

Cash EBITDA 1 317,1 

Increase in creditors 56,9 

Increase in inventory (38,6) 

Other net investing activities 10,2 

Cash generated 1 345,6 

Taxation paid (344,6) 

Dividends paid (455,8) 

Retail & other debtors (341,6) 

RCS Group debtors (246,0) 

Capital expenditure (275,7) 

Shares purchased (net of proceeds) (64,5) 

Cash utilised (1  728,2) 

Net borrowings at the end of the period (2 406,0) 

CASH GENERATION AND UTILISATION 

ÅCash EBITDA of R1,317 billion remains sound 

ÅInvestment in receivables of R587,6 million 

ÅRetail & other debtors R341,6 million 

ÅRCS debtors R246 million 

ÅCapex at R275,7 million ï largely due to new store openings ï  
investment for future growth 



 

 

 

24 | TFG ANALYST PRESENTATION SEPTEMBER 2011 

September 2011 

(Rm)   

September 2010 

(Rm)   

Stores 149,9 83,2 

RCS Group 12,7 3,9 

IT 92,1 34,8 

Other 21,0 26,5 

Total 275,7 148,4 

CAPEX 

ÅThe majority of capex relates to opening of new stores, in line with our strategy of growing  
floor space 

ÅBudgeted capex for 2012 year-end will be approximately R540 million.  Included in this are 
costs associated with new call centre. 
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DIVISIONAL 
REVIEW 


