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MATHIESON & ASHLEY
Fiqy.
More positive signs

Activities: Manufactures ang lies office
furniture and equipment ( l gg ;
Control: Vestacor 76,2

Chairman: A L Ringo, MD J de Is H Beck
Capital structure: 17,5m ords Market capital-
isation R7.Bm

Share market: Price 65¢ 12-month hugh,
80c, low, B5¢ Trading volume last quarter,

10 000 shares
Year to Sep 30

190 191 192 $93

ST debt (Rm) 0,5 0.4 5,1 10,7
LT debt {Rm) 11.9 129 9.3 0,2
Debt equity ratio 0,156 0,29 0,38 0,32

Shareholders interest 0,54 0,53 048 0,44
Int & leasing cover 8,3 0,9 02 n/a

Return on cap (%) 13,0 2.8 0,7 *(3,9)
Turnover (Rm) 134,8 125,0 145,7 1895
Pre-int profit {(Rm) 10,7 2.2 0.5 (3,1)
Pre-int margin (9%} 7.9 1.8 0,4 nfa
Earnings ic) 50,2 3,3 (6,5) *(22.00
Dwidends {¢) 20 il mil il
Tangible NAV {c) 214 202 192 162

T 12 months to June 30 1 15-month reporting period
* Annualised

Widening of losses per share to an annualised
22¢, against 1992’s 6,5c¢, indicates the effects
of corporate sizing down and deferrals of
capital expenditure The industry tends to
lag the general economuc cycle, so a sohd
improvement 1n  Mathieson & Ashley
(M&A)’s profit probably won’t be seen be-
fore the second half of financial 1994
Executive director John Beck estimates

COMPANIES

102
97

92

87

82
77

72

67
63

Source | NET

DJFMAMUI JASONTD
1992 1993

that sales volumes have declined by 30% over
the past four years In this environment, the
core office furniture activities, housed under
Kallenbach-Hendler, have held up reason-
ably well Because of the volatile nature of
these activities and their dependence on con-
tracts, the figures can be misleading And
comparisons are difficult because of the
change 1n year-end from June to September

Turnover for the 15 months to end-Sep-
tember increased 3,6% to R189,5m against
the previous comparable period Most of this
came not from an mcrease 1n local demand
but from the expansion of OfficeMart and
new sales generated i Hong Kong Never-
theless, M&A reported an operating loss of
R3,Im compared with 1992 profit of
R570000 Though finance charges were
held at around R3m), pre-tax losses increased
to R6,4m (R2,8m) To this figure retail
activities contributed R4,85m, office furni-
ture activities R1,23m and mternational ac-
tivities R330 000 dg@:‘j

Factory relocation costs, restraint of trade
payments and the write-off of goodwill re-
sulted 1n an extraordinary item of R20?2 000

Some benefits of the substantial decline 1n
long-term debt from R9,3m to R200 000
were offset by the doubling in short-term
borrowings to R10,7m Though losses cut
shareholders’ equity to R18.6m (R22m at
June 1992), gearing fell to 31,5%

Exports now account for about 5% of
sales Beck plans to grow this to 25% over the
next two years He 1s optimistic that activi-
ties will show some improvement this finan-
cial year, though he concedes OfficeMart 1s
unlikely to be profitable The office furniture
business 1s 1n good shape “The opening
order book 1n January 1s the biggest 1n years
and indicative of an improvement 1n profita-
bility during the second half of the year,” he
says

Though the share at 65¢ 1s trading at a
substantial discount to NAV, short-term
prospects are not encour dgINg  Marylou Greig




T I

—ua 2.2 a9y
DINETTE INDUSTRIES

Capital infusion needed

Activities: Makes and distribujes sSel nd oth-
ar furniture, ‘0 \gg)
Control: Directors :

Capital structures 3m ords. Market capitalisa-
tion AB00 000.

Share murkedt Price* 20c. 12-month high,

40c, low, 20c. Trading volume last quarter,
523 Q00 shares.

Yeur to Juns 30 102 ‘92 ::
ST debt (Rm} . .. o « & 2,0 22{3 . 2.4
Debt equity TBHO  .ee « veeer & 0,72 2, 0.04
Shareholders” interest ... ... 0,38 0,19 04
Int & leasing cover . ... 0,93 —_ —
Return on cap {%) . . w47 EI -
Turnover {(RmM) .« seem 18

Pre-int profit {Rm) 0,36 {4,27) (0,33

T 20— -
:;::.Tg;" o) i"*{%}.' o {1,2) {62,2) (31,0)

Tangible NAV (c) - 96 43 12
+ Projected figures at June 30 as per prospectus

nelal 1993 was by no means boring for
g:l:ette Industries, one of only three com-
panies listed on the Venture Capital board
At the interim stage, former MD Jan van
Niekerk assured shareholders that profits
would be posted at the June year-end. He
was wrong. losses reached 31c a sha_xre
Subsequently, the entire board ui: directors
(s1x members) — mcluding Van Nlﬂkﬂl‘k:——
resigned and two new directors, Dave King
and Finley Proudfoot, took the shaky reins.
After publication of intenims, the FM
(Fox March 26) cited the‘ balance sheet as a
major weakness The business was underca-
pitahised and this seriously affected 1ts viabil-
ity in the second half; so much so that pro-

| ber,
duction stopped during Septem
Negotiations finalised m Qctober enabled

w

Fu zefildu.

Conts Dinette Industries J
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Ben Nevis Holdings, an investment holding
company, to acquire a 52% controlling inter-
est.

King says the company 1s in the process of
a financial restructuring to strengthen the
balance sheet Minonty shareholders will be

given full details soon He adds that business
was adversely affected by excessive capex 1n

1992, which led to a large interest burden in
1993. Losses totalled R931 000 after financ-
tng costs of R598 000 %5 Qn'é'sg

The furniture busimess is still facing-diffi-
cult trading. Though trade acceptance of
products is good, analysis after the reporting
date indicates margins are under pressure

because of price resistance 1n the trade. The
stock remains a risky investment  Xase Rushton

.
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THE office furmiture Industry, regarded by
many as a barometer of econome activity,
has turned around according to major
group Mathieson & Ashley (Math Ash)

Chairman Winky Ringo said the com-
pany had R40m in orders, Including an
order from Standard Bank worth over

R20m g3} 15i219
Things thad started to mmprové from
mid-November, Ringo said |g3_>

In addition, the company’sheffice sup-
plies superstore OfficeMart was expected

Demand for office furn

iture picks up
e 'MARCIA KLEIN |

to make 1ts first positive contribution to
profits during the second half of the year.,

Ringo said the’group would look at hay-
ing off OfficeMart under 1ts own hsting in
the stores sector of the JSE

The group was looking at an alliance
between OfficeMart and a US company

Math Ash had set up a small export
team, which had already been successful in
Europe and Africa, It hoped to achieve
sales of R10m 1 the current year.
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Profurn keeps head up

IN an eventful year to end-
December, Protea Furn-
ishers (Profurn) has report-
ed a 35% rise 1n
attributable earnings to
R$.1m (R6m previously) de-
spite lower turnover and
operating profit

Profurn, previously
owned by the now liqudat-

[ vanen aem |

ed Supreme Group, was ac-
qured by German investor
Claas Daun i December

Directors said the 15%
drop in turnover 10
R134,2m (R158,2m) and the
38% decline 1n operating
profit to R16,3m (R26,3m)

in eventiu

| L:-iz |

was mainly due to the re-
duced store base as a result
of closures in the previous
year The company was
also affected by the duffi-

cult economic ¢ and
pohtical mstabilitf | B )
A sharply lower 1nterest

bill of R3,3m (R149m), re-
flecting a capitahisation of
R45,3m owed to 1ts hquidat-

- g:,;pcgr%:b%ymm

yle of change

ed holding company for
shares in Profurn, saw pre-
tax profit mse by 14% to
R13m (R11,4m)

Directors said the com-
pany was 1n a net cash posi-
tion at year-end This com-
pared with a gearing level
of 207% the previous year

A lower tax rate enabled
Profurn to mnerease taxed
profit 30% to R8,6m
(R6,6m) After outside
shareholders, attributable
profit was 35% nmigher

But an immcrease In the
number of shares In 1ssue
resulted 1n a 62% drop
earnings to 2,3¢ (6¢) a share
No dividend was declared

Supreme Furmshers con-
tsnued to trade successfuily
in the independent neigh-
bouring states, and the
chain would expand 1n the
COMINE Ycal
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Tatelberg minorities
delay vote on buyout

CAPE TOWN — The vote by minorities to
accept the management huyuut of Tafel-
berg Furmshers at 30c a share was post-
poned for a week after a protracted meet-
ing of shareholders on Friday

The meeting was postponed after it
appeared most of the mmority share-
holders at the meeting indicated they
would reject the offer

Minorities hold about 5,5-million of the
company’s 12,4-million 1ssued share
capifal

The share dropped to 30c on the JSE on
Friday from 31c the day before Net asset
value a{ end-August 1993 was 41,6c a
share

At the meeting, Shareholders’ Associ-
ation chairman Issy Goldberg and minor-
ity shareholder Willem Roets proposed
the formation of a consortium to buy the
shares of those wishing to sell at 30c,
thereby allowing other mnorities to re-
tain their stake and mamtain the listing,

The offer was rejected by Tafelberg
chairman Eugene Theron, who said the
oifer to minorities was chosen as “the
road to take”

Goldberg suggested the offer be re-
viewed during the week.

Roets said he had heen mandated by a
certain pariy to take up shares at 30c
each Two other shareholders said they
had received verbal offers for their shares
at 5be and 6lc.

| N

EDWARD WEST

In the circular to sharehoiders the
rationale for the buyout was that the
shares had generally traded well below
net asset value and at a price to earnings
rati0 much lower than other companies in
the same sector on the JSE, The share was
little traded because of a general lack of
demand for shares

The retail furniture trad was exper-
lencing a decline mn sales 1n real terms 1t
said To maintain market share a drup In
margins was necessary which had result-
ed 1n a continous decline 1n earnings a
share and lower dividends.

Earnings came to 6¢ a share in 1993, 7¢
in 1992, 7,5¢ 1n 1991 and 7c in 1990. The
dividend was 3c1n 1993, 3,5¢ 1n 1992, 3,5¢ tn
1991 and 3,5c 1 1990.

However, shareholders at the meeting
said Tafelberg had done well to ride out
the recession when other furnmiture retail-
ers had failed. “Now that the company 1s
on a excellent financial base, you want to
get rid of minorities,” said Roets,

Crucial to the way that the mmority
vote could swing are 1-million shares held
1n a deceased estate by the Board of
Executors (BoE).

“We want what 15 1n the best interests of
the estate and the company,” said a BoE
representative

Tl e R A | N 1
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boosts J 1. Group

J D GROUP, SA’s largest furniture retail-
€r, has reported earnings of 103.6¢ {103,1¢)
a share 1n the 12 months to end-December,
and says it has successfully digested
the massive acquisition _of the troubled
Rusfurn group. ngg_j

Results are not ¢ parable with the
previous year because of the acquisition of
Rusfurn 1n the middie of last year In a
R85m equity deal,

During the past year, JD Group ac-
quired Rusfurn, sold Rusfurn subsidiary
Dion, raised R179.4m m a rights offer to
strengthen Rusfurn’s financial position and
fund growth 1n the enlarged group, and
changed 1ts year end to June

The published results for the 12 months
to December represent the second interim
period, with the results from Rusfurn
nciuded from June 1.

In 2 more recent development, W & A
sold 1ts mterest in JD Group to various
mnstitutions at R8 a share for R126,9m

Published results show turnover exceed-
ed Rlbn from R457,3m 1n the previous
year, and operating income was R87,2m
against R35,9m previously

Chairman and MD David Sussman said
despite volatile trading conditions and n-
tense competition, which had put pressure
on margms, the 1993 performance was
“mghlysatisfactory”, particularly in the
second half, when results were buoyed by

“synergistic and rationalisation benefits”

MARCIA

i P

arising from the Rusfurn acquisition
Finance costs of R29,9m (R919 000), re-
flecting the inclusion of Rusfurn, and a
higher tax charge saw the group report
Income after tax of R54,6m (R36,8m),
Sussman said the proceeds from the das-
posal of Dion and some of the funds raised
1In the rights issue were used to reduce
Rusfurn’s debt, and he expected the
finance costs to come down substantially
After outside shareholders and an ex-
traordinary item of R16,7m — related to
surplus on the disposal of Dion — attribut-
able earnmings were R71m, agamst R36,8m
previously, A second interim dividend of
18¢ a share was declared, which sharehold-
€rs could recewve i cash or m J D Group
ordinary shares
Sussman said trading 1 the last quarter
had been superb across the group There
had been a sharp improvement from Wan-
da Frasers, a former trouble spot 1n the
Rusfurn group InJ anuary, traditionally a
bad month, trading had been excellent and
this trend had continued mto February
He said management remained confi-
dent of market share gams and growth in
earmngs The group had not yet maxi-
mised rationahsation opportumit;es, There
were about 20 branches whose future was
under consideration, but the group was
reluctant to close stores,
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TAFELBERG Furniture
Stores’ mnority sharehold-
ers struck an 1mportant
blow for small investors
when they forced the
group’s directors to up their
buyout offer to 37c a share
at a lively meeting in Bell-
ville yesterday

The buyoutf cost the group
just under R2 million, about

R400 000 more than originally

intended
The revised offer represents

a premum of 7c on the direc-
tor’s original offer to minor-
it1es of 30c a share Sharehold-
ers present at the meeting
applauded when Tafelberg
chairman Eugene Theron an-
nounced the new offer

A meeting of minorities end-
ed undecided last week after
shareholders voiced fierce op-

sposition to the director’s first

.offer
" Mr Theron said directors had

¥

taken account of the feelings of
munority shareholders and had
reconsidered the original offer
in hght of the group’s current
financial resources

He said although Tafelberg
had the resources it would be
tough for the group to meet the
increased payout to sharehold-
ers

Shareholder’s Association
chairman Issy Goldberg, who
played a prominent role in se-
curing the increased offer, de-
scribed the buyout price as
reasonable “It 1s not a wonder-
ful price, but 1t’s better than
30c a share”

Other minority shareholders
were less satisfied, most nota-
bly consulting economist Wil-
lem Roets — who rejected the
offer by calling for “40c or
nothing”

Most minority shareholder
discontent stemmed from not
being offered the option of
staying on board as ivestors
1n the group Clearly many of
the mvestors see a bright fu-
ture for Tafelberg and would

e S S T

have liked to hold “a ticket to
ride”

Tafelberg’s track record of
consistent dividend payments
was another reason some
shareholders wanted to ching to
their stakes

However, directors believe
the company currently does
not function adequately as a
JSE-histed vehicle The stock 1s
scarcely traded and the Iimited
growth in share price pre-
cludes attempts to raise funds
through a rights offer

The resolution was eventual-
ly passed comfortably — with
83,8 percent of mnorities pre-
sent voting 1n favour of the re-
vised buyout offer

The shares held 1n the estate
of the late Hendrik Gerber —
by far the biggest share block
at over 1 million shares —
were voted i1n favour of the
proposal by a Board of Execu-
tors representative

The representative reiferat-
ed that she was only {rying to
get the best for the estate con-
cerned




Tafelberg share offer
raised 7c after 1;'ticism

EDWARD WE

CAPE TOWN — Tafelberg Furnishers’ management
yielded to shareholder pressure and have offered minor-
1f1es a substantially higher price of 37c a s ared
with the original offer of 30c a share, z i § _5
At a special meeting of shareholders at Tafelberg’s
headquarters in Bellville on ¥riday, 83,8% of the minor-
1ties at the meeting, representing 2,96-mullion shares,
voted n favour of the higher offer, while 16,2% repre-
senting 570 000 shares voted against the offer.
Shareholders’ Association chairman Issy Goldberg,
who held a proxy for about 300 000 Tafelberg shares, said
at the meeting there was no prospect of getting back the
60c share price that some shareholders had paid, and the
best option other than expensive legal action was to
accept the higher offer -]y Cﬁ
Tafelberg chairman Eugene Theron sai agement
opted for the higher offer after resistance was displayed
at an earlier shareholders’ meeting towards the original
offer and after bankers confirmed management could
afford a lgher price
The average share price for the year to end-February
was 21,1c On Friday the share rose 1le to 3lc¢ after
shipping from a peak of 35¢ last month, The 12-month low
was 18c lgst July The listing has been suspended.
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|New shops give

ﬁgarnettSé illip |
1:0:. Business Day Reportgr

FURNITURE group Barnetts has
‘réported a 4% rise in earnings a

:ghare to 9.7c (93c) for ,the, six
.Inonths to Deuemberj i X /é
“: Turnover at R56,7 (R47,5

+was 19% higher, which chairman

{'abd MD Myron Lewkowski gaid
‘was the result of the opening of )

-ReW stores since thﬁumgr tive

"Stx-month period. { | </
-+ 1.“This turngver Teq ore
T tllan offset the lost turnover in

«closed. The group will critically
assess the viability of marginal
and loss-making stores with a
’f view to curtatling these oper-
‘I*ations wherever possible.”
+j-s« Operating income wag 6% high-
er at R3,19m (R3m) but the trad- §
'[#ing margin at 56% wasg lower
than the 6,3% recorded during the
“same period last year,
|+ “In the opinion of the directors |
“the group’s operating margins are
| unacceptably low and efforts are
Being made to rectify this.'How-
'ever, the full bepefits will only be §
felt in the medjum term,” Lew-
kowski said. o
‘1" Finance’ costs rose 11%: to
1957 000 (R872 000) while pre-tax
income came in at R2,2n7 (B2,1m).
However, a higher tax charge saw
after-tax income pegged ai R1,3m
(R1,2m), 5‘%‘"’3‘:""{*?‘ .
The deterioration in the gedring
JLatio of the'group to the end of the
"|:Six-month period was the direct
"} Yesult of an increase investment
:[-in debtors:and stock due to the




L.oss given as reason |
for 1c Q nett‘@jt]gy

FURNITURE manufacturing compan
Dinette Industries said yesterday a R1,8m
loss to December would help explain the
1c a share buyout of munority shareholders
and the companys subsequent delisting
from the JSE C!; <

Yesterday the ure capital market-
listed company announced its interim loss
to December amounted to R1,8m This
was after a profit of R205 000 m the pre-
vVious year.

In December, Ben Nevis Holdings an-
nounced 1t had bought a 52% controlling

stake 1n the company for 1c¢ a share, and 1n
January it said that 1t mtended to buy out

minorities at the same price. Yesterday
the share closed untraded at 18c

The interim report to December shows
turnover down 38% at R7m (R11,3m) A
net operating loss of Rl,6m compared
with a profit the previous year of R510 G00.

A loss of 61c a share compared with a
profit of 6,8c the previous year, No divi-
dend was declared.

Directors said the temporary closure of
the factory by previous management dur-
ing August and September “forced the

out
[ MAH(_:IT:-fI.{ZL —

retail industry to cancel orders held by the
company and to place them elsewhere”.

From QOctober to December, the com-
pany 1mplemented cost reducfion exer-
cises and factory 1mprovements, and
these would benefit Dinette in the future

Shareholders’ funds showed a net defieit
of 41,9¢ a share because of 1ts loss position
Some loans have been subordinated 1n fa-
vour of creditors until Dinetfe’s assets
exceed 1ts habilities.

It expected to convert minority shares
into redeemable preference shares, re-
deem them at 1c each, and then delist
from the JSE

The directors said 1n January that the
only possible salvation was a capital injec-
tion from shareholders who would see
little or no return for a long tume.

Director David King said Ben Nevis was
prepared to do this on an interest-free,
long-term basis.

Although steps had been taken to stop
the haemorrhaging, “recouping the losses
18 likely to be a long haul”,




the previous year, to refiect the re-

[ MARCIA KLEIN l

FURNITURE retailer Ellerine
Holdings has increased its nter-
im earnings 13% to 50,2¢ (44,4c) a
share to end-February, 1n a daffi-
cult trading period that made 1t
tough to increase sales .

Results are off a high base as -
lerine mcreased earnings 60% 1 the
sirst half of financial 1993

The company, which trades as El-
lerimes, Furn City, Town Talk, Royal,
Oxford and Rhem Gold furnishers,

mereased 1ts turnover; by Ju 4%
R493.2m (R409,4m) U égszé)
E e

Chayrman and MD Eric
¢a1d the subdued turnover growth
was a direct result of unrest

Although December’s trade had
been farly good, too maiy parts of
the country had been affected by un-
rest and this was reflected In sales
Ellerine said tight management con-
trols enabled the company to hit
operating profit 54% to R60,3m
(R57,2m)

The interest bill rose 19.3% to
R2.7m (R2,2m) But interest recerved
as aresult of a significant tax refund,
included as a R5,3m abnormal tem,
enabled 1t to hift pre-tax profit 14,6%
to R63m *(R55m)

Taxation was ncreased 17,6% to
R26,7m, agamnst a restated R22,7m 1n

TR ey o T ol

Ellerines
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duction 1n the corporate tax rate
Taxed profit was 12,4% hgher at
R36,3m (R32,3m), and after minority
shareholders, attributable earnmngs
were up 13% at R3bom (R31,9m) A
99.8% higher interimm dividend of
16,7¢c (13,6c) a share was declared
Ellerine said the company had suc-
ceeded 1n its appeal against the decl-
gion by Revenue authorities to tax
certain 1ncome received 1n Pprior
financial years
Full provision had been made
the past, and the company was re-
funded R14m tax and R5,3m nterest
While the tax refund has heen ac-
counted for as an extraordinary item,
the interest was brought 1 above the
ine as an abnormal item
Excluding this abnormal 1tem,
ezrmngs would have inereased only

-_ p— ]
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onditions

34% to 45,9¢ (44,4c) a share -

Fllerme said there was 00 doubt !
that the economy was beginning 10|
pick up, but pnhtmal turmoil and un-
rest was affecting the country and!
the company

Under the cireumstances, the com-
pany had done well Expansion re-
maimned on stream, and nothing had|
been shelved The company has for)
some years been adding new stores 10|
bring 1is store count to 400 by the
middle of next year It currently has
more than 370 stores -

The balance sheet remained)
strong, Ellerme said, and gearing:
was at “a comfortabie 22,7 o5 (Gear-
ing was 23% at the August year end,
and the company was ungeared twWo;
years ago |

He expected the current six-monthl
period to be “most challenging 10
management due to the prevailing
external crreumstances”

While 1t was difficult to forecast
how these factors would affect the
company’s performance, the com-
pany was well positioned Gaven
reasonable polhitical stahility, he was
expecting profits 1n the second half to
be “of a sumilar order’ ' to those of the
same period m the previous year

The share, which was split on a 10-
for-one basis 1N April last year, closed
unchanged yesterday at its high of
115,50 In August the share traded at
5 yearly low of 800c
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Trading still tough

Trading conditions lately have not been kind
to companies that sell durable goods This 1s
evident 1n furniture retailer Ellerine’s mere
3,4% rise 1 turnover to R423m for the six
months to end-February after the 25% m-

crease ian ad ttedly&w base 1n financial

1993 (= 8&5

Chaitiiran and MD Eric Ellerine concedes
the modest growth 1s disappointing and un-
equivocally cites unrest as the culprit He
notes, however, one favourable aspect of the
mterim results While volumes dechined, the
balance sheet strengthened Gearing dipped
marginally to 22,7%, interest-bearing debt
fell R5m to R79,9m Tight asset manage-
ment 1S again apparent, which goes some
way towards explaiming why mvestors are
rating the share so highly Inseven months 1t
has almost doubled to R135,73

A dominant influence 1n the income state-
ment 1s tax Ever-prudent, management
made full provision for any tax that would
have arisen had the Revenue authorities suc-
cessfully implemented a decision to tax cer-
tain income received n financial years be-
fore 1990 Ellerine appealed against this and
won Tax of R14m was refunded with inter-
est of R5,3m, stated as extraordinary and
abnormal 1tems respectively

With the 1nterest received taken above the
line, pre-tax profit chmbed a healthy 14,6%

Eric Ellerine disapponted at

FOX

M

SITTING COMFORTABLY

$ix months to Febh 28 Aug 31 Feb 28

§3 93 94
Turnover (Rm) 409.4 348,3 423,2
Operating incorme {(Rm) 57,2 574 603
Attributable (Rm) 31,9 31,9 36,0
Earnings (c) 44,4 44,5 50,2
Dividends (c) 136 16,0 18,7

oA 2515 Wj.: f
g prolit to

on the 5,4% rnse 1n operatl
R60,3m However, tax paid mn the 1993 first
half was restated from R25,3m to R22,7m to
reflect the reduction 1n the corporate tax rate
and taxed profit advanced only 12,4%

Ellerne finds 1t difficult to speak with any
certainty about the second half of the year
“Though the economy has turned, a lot de-
pends on external factors Should there be
any form of stabihity, we will take off verti-
cally ” In readiness for better demand, the
company has 1its perennially strong balance
sheet Debtors, much thesame 3s lagt year,
are “well under control Qig 14 3

The share’s rerating 1s justified Consider-
ing Ellerme 1s expanding without strain on
funding capacity or on margins Though 118
earnings have shown better growth than
those of most competitors during the reces-
sion, the share, on a pe of 16, stll trades
below the furniture sector average of 19,7
The rating appears sustainable  Xate Rushton

—




Recession ends or furniture it?rade

i SIS
THE furniture trade had seen “the begnning of ” - MARCIA KLEIN
fhe end of the I'ecession” in the second half of

1993, Furniture Traders’ Association president sion The volatility did make planning difficult,
Derek Kirsch saxd but the outlook was healthier than a year ago

Speaking at the assoclation’s AGM, he said Kirsch said that “when consumer confidence
monthly sales growth of furniture and allied  potorns after the elections, we believe that real
goods had ranged from a high of 24% 1 March growth of 3% to 4% will result” In addition,

1993 to a low of 4% 1n September “Annuahsed  @ponipo backlog 1n affordable housing began
sales growth was 11,99 at current prices which to be addressed, the resulting spin-offs for the

meant 2,5% after mflation * furmture mdustry could be significant
Kirsch said the hgures indicated that the Recently major retailers said

Industry was moving out of a period of reces- pecting 1994 to be a good year
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Afcol beats

g h tlme% e

HMAHD ERMEULEN

FURNITURE manufacturer Afeol
yesterday reported a 34% attribut-
able earnings rise to 160,5¢ (119,5¢) a
share mn the year to March despite
difficult trading conditions ‘

In accordance with company poli-
cy of paying a twice-covered divi-
dend, a,.final dividend of 45,25¢
(33, 50{:) was declared, making a total
dividend of 80,25¢ (59, 5{:) for the year.

Turnover increased 10% to*
R865,3m (R788,6m) while trading pro-
fit ]umped almost a third to R55 3m
(R43m) Financing costs w
back 35% to R6,3m (RQ,Em&)Q?

Profit 'after tax 1ner
R40,9m (R29,8m) Equity accounted
retaimned earnings came to R64m
from a loss of R183 000 in the pre-
vious year, reflecting m part goud
results from associate company Ro-
matex

Chairman Laurie van der Watt
said action taken in the previous year
and a modest’ improvement in the
economic environment enabled Af-
col's managed operations to increase
30% to R28,4m (R21,8m)

Associated .companies, which con-
tributed 29% of group profits, grew
55% to R11,6m (R7,5m). ' -

Van der Watt said the recessionary
conditions of the last three years had
shown signs of abating during the
year Private consumption expendi-
ture, the engine of furniture sales,
grew from September.

But frading conditions remained
difficult and the group did well to
achieve a turnover increase of 10%,
which represented real growth on the
previous year
, The group’s net interest-bearing

debt of R20m reflected a gearing of
only 6% |
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Amrel reverses interim loss

AMANDA VERMEULEN - ~ -

FURNITURE and clothing retailer Amrel reversed
its interim loss by reporting earnings of R3,3m (R4m)
for the year to end March after better than expected
Christmas retail sales. 32 J S
The decline in earnings to 36,1c (43,8¢) a share was
less severe than expected, bug the ain decjd-
ed not to declare a dividen
The company was conside offer to
bring gearing down to appropriate levels. Lrooee
The board said politically motivated disruptions,
uncertainties leading up to the elections and escalat-
ing violence had’dampened consumer confidence.
Turnover (excluding Shoecorp, which was sold to
Sa];ls) House in June) increased by a marginal 2;:% to
R1,2bn (R1,1bn), but trading profit slum %o
R62,8m from R8L4m. {»| S fl clﬁ; 18K )
The directors said the forniture 'divis n main-
tained gross margins, but fierce competition and the
need to clear stocks in the footwear and elothing
division resuited in an overall decline in £ross mar-
gins. The increase in expenses was kept below the
inflation rate but still exceeded sales growth. -
A lower tax bill of R2,9m (R5,2m) reflected the drop
in pre-tax profits to R6,1m (R10,1m). Taxed profits
declined 33% to R3,2m (R4,8m). Extraordinary profits
of R4,2m included net profit on the Shoecorp sale.
Financing costs were R56,7m {R71,3m). Net pro-
ceeds of R46,1lm from the disposal of Shoecorp en-
abled the group to restrict borrowing to Rim for the
year and to reduce gearing from 3,64 to 352, .. ...
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Furniture sector’s RDP gains ‘a year away’

THE furniture sector could he at
least another year away from reap-
1ng the benefits of reconstruction and
development plans as growth would
lag behind the building cycle, sources
said at the weekend “{':I ‘q‘f
The furniture sector index had ri-
' sen about 145% over the past year It
was fixed at 1073,9 on Friday, against
417,88 last November But an addi-
tional take off was likely only from
early next year, analysts added
The sector was also particularly
sensitive to changes 1n interest rates
and consumer spending, which was
reliant on job creation
Manufacturer Afeol had listed
about 30% of 1ts shares on the hourse,
an analyst saiwd
“It’s not a very marketable index

BEATRIX PAYNE

and only gains on a short-term basis,”

another analyst said Biba;j
of the

Afcol was judged as one
stronger shares in the sector as 1t was
less vulnerable to consumer spending
trends and interest rate changes

The group, which saw a 37% rise 1n
attributable earnings for the year to
March ended the week on a price
earnings ratio of 17,1 — lower than
the sector average of 21,4 — and a

share price unchanged from a pre-
vious close of R275 E)éég‘)
Over the past five“years Ellerine

had traded at a discount to the rest of
the market but most analysts now
saw the share as quite expensive

compared with the rest of the sector

The share ended the week 50¢ high-
er at R20,50 with a price earnmngs
ratio of 20,3, slightly below the index
average of 214

f -y
Furniture & building indices|;
Weekly close
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Afcol 1n €O

FURNITURE manufacturer Afcol’s
sales and earnings were set for a
comfortable ride in the comng year
on the back of economic growth and a
rise in private consumer expenditure,
chairman Laurie van der Walt said 1n
the company’s annual report.

MD Tom Eccles said growth 1n
furniture sales was only lhikely 1n 1985
when government-led housing con-
struction would eceur at a meamng-
ful level( } 34

The compan rted % rise
in attributable earnings to 160,6c
(119,5¢) a share for the year to March.
Sales ncreased 10% to RE65,3m
(R783,6m) and a total dividend of
80,25¢ (59,5¢) was declared.

Van der Walt said trading condi-
tions had been difficult as effects of
the recession only hegan to wane dur-
ing the second half of the year

But private consumption expendi-
ture had grown during the third quar-
ter of 1993 1n contrast to a decline
during the previous two years

Despite no improvements in unem-
ployment levels, retrenchments had
bottomed out during the second half
of 1993, This boded well for growth 1n
consumer expenditure.

Real retm!_furmture sales had de-

. 2 4 i

A ‘comfortable yq@ig’ for
ning _Xé_ar _

L_ BEATRIX PAYNE |

clined roughly 0,8% during the year
to March but had reached their
‘“lower turning pomnt”

Building activity — an indicator of
future furmture demand — was on
the start of a growth pathwmith a 0,1%
rise 1n the real value of huilding plans
passed 1n 1993 compared with a fall of
6,5% 1m 1992, he said.

Eccles said despite pressured mar-

gins during the year trading profit |
grew 31% as a result of the group’s |
control of overheads and action taken |

to improve performance.

Exports represented about 4% of
the group’s turnover and generated !
sales of R34,1m, a 41% improvement |

on the previous year.

During the year the group sold its |
steel kitchen furmture and household |
appliances operation and a small |
engineering facihty Its plant m |
Namibia became fully operational |
and a simular plant in Botswana was |

comirnissioned.

Associated company Romatex ;
showed “remarkable growth 1n earn- |

ings” during the year. Earnings for
the coming year were expected to

show “satisfactory growth”, he said. |

o]
[ - | ——
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Expansively cheerful

Afcol chairman Laurie van der Watt 1s a Jot
less trenchant 1n this year’s annual report In
a sense, that 1s a pity His use of language
last year entertainingly conveyed his frustra-
tion and concern about his company and the
country This year, he 1s more sanguine, 1t
shows 1n his statement and more cogently 1n
the results () B 85 &j '
Afcol 15 SA’s biggest and most extensive
furniture manufacturer Its products span
the entire range of bedding, case goods, up-
holstery from extruded and spun yarns, poly-
urethane foams, steel springs and other com-

ponents
Turnover rose 10% to R865m and trading
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Afeol’s Von der Watt  rhe
usual placebo

profit 31% to R56m this year Trading mar-
gins widened from 5,5% 1n 1993 to0 6,5% 1n
1994, which indicates growing demand and
dimmmshing competition

Financing costs absorbed 2 surprising
R6,3m Given the low debt, this 1s high No
information 1s supplied to explain ths,
though Van der Watt says 1t reflects peak
barrowings — usually around calendar year-
end Dividend mcome of RS5,2m, mainly
from Romatex and furmture maker Kallen-
bach-Hendler, nearly offsets interest
charges However, tax at R20,7m gives an
effective tax rate of 41.4% Attributable
carnings were R40m or EPS of 160,5¢
(1993 119,5¢) — an improvement on the
bottom line, where 1t counts, of 34% No
wonder Van der Watt 15 so cheerful

The balance sheet exhibits the strength
associated with a company on a steadily
upward trend Borrowings are minuscule
(R23,4m) 1n relation to the company’s size
and equity base The gearing s 0,05 Current
assets and liabihities, 1in particular debtors
and creditors, have been kept 1 balance,
which 1s no mean feat when sales are expand-
1ng rapidly

The cash flow statement reveals a positive
net generation of 183c a share This comes
from an operational cash flow of R46,2m
with minor adjustments

All this sits strangely 1n one respect Like
Amrel and Lion Match (also reviewed 1n thys
1ssue), Afcol shares the common parentage
of SA Breweries But Amrel labours under
an appalling mterest burden, caused by star-

Afcol
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Activities: Makes furpiture and household ap-
phances 6 j

Control: SA Breweries 64,

Chairman: L van der Watt MD T Eccles

Capital structure: *29.2m ords Market capi-
tahsation R817,6m

Shure market: Price 23800c Yields 2.9% on
dividend, 5,8% on earmings, p e ratio, 1 7.4, cover,
2,0 12-month high, 2 850¢c, low, 880c¢ Trading
volume last quarter, 257 000 shares

Year to March 31 N 92 93 ‘93
ST debt (Rm) 23 25 27 -
LT debt (Bm) 92,8 1073 04 234
Debt equity ratio 039 040 nfa 0,05
Shareholders' interest 051 051 065 0,86
Int & leasing cover 2,8 2,2 6 98
Return on cap (%) 14,8 9,2 87 5,9
Turnover (Rm) 780 792 789 865
Pre-int profit (Rm) 642 498 461 615
Pre-int margin (%) 82 6,3 49 66
Earnings {c) 163,17 106,1 1195 18605
Dividends (c) 81,5 53 585 80,25
Tangible NAV (c) 8980 1095 1157 1374

* Includes 4,3m non-voting ords

thingly huge debt Why one company 1n the
same group should be required to absorb
punishment of this kind 1s mystifying
Meanwhile, Van der Watt offers the usual
placebo when 1t comes to predicting earn-
ings He devotes a paragraph in his state-
ment to saying nothing Yet 1t 1s probably
reasonable to assume growth over the next
year of about 20% in earmings That would
give attributable EPS of about 193¢ and
forward pe of 14 — modest considering
Afcol’s tightly controlled cost base and abilr.
Ly to generate free cash from higher sales
It’s a buy in my book

David Gleasor
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THE nurnber of local furniture manufac-
turers would have to increase to meet
demand for furniture and appliances,
which was likely to grow roughly 4% to 5%
by the end of the year, Furniture Traders’
Association of SA executive director Frans
Jordaan said at the weekend.

An increase n the number of manufac-
turers would ensure greater product dif-
ferentiation and 1mprove supplies but was
unlikely to trigger lower prices

“Competition 1n the industry 1s quite
keen and it may not be e to cut
prices further,” he said. %

Imports were unlikely to fill the gap as
in most cases goods produced by foreign

mrf;ilir;rs were %ﬂ\%pf&i ve for the

But 1t ,was possible that some foreign
manufacturers would be willmg to allow
their products to be m‘ag ally under
licence

An increase 1n eléttrification would
boost appliance sales and the RDP’s focus
on housing “means more furniture which
should be a big boost for the industry”

Retail furniture and appliance sales had
been qute “volatile” over the past 18
months on the back of the choppy political
environment but could level out over the
next year

He said sales growth had been erratic
this year and, when compared at current
prices to the same time last year, had
grown 14% in February, ni growth in
March;-15,9% in April and 31,3% 1n May.

Theyincrease in the VAT rate and the
assassination of Chris Hani in April last
year meant growth rates for this year

‘More furniture makers needed

[

were off a low base But he said sales had
generally been stronger since April in
“post-election euphoria”

He warned, however, that the recent
wave of strikes might dampen demand as

nal imncomes were affected

“Consumer demand could fall m East
IL.ondon and Port Elizabeth 1f there was a
strike in the motor mdustry ”

To take advantage of increased spending

BEATRIX PAYNE

retailers would need to go through an edu- .

cation process to deal with consumer -
quiries, an article m the latest FAS Re-
tailer/Appliance said.

Jordaan said the association was having
discussions with the Law Commmussion {0
make credit legislation more transparent
and easier to 1mplement

He said the commuission was looking at
the Usury Act and the Credit Agreement
Act to draw up a single credit Act. .

The Acts should be amalgamated as cer-
tamn mesures i1n each Act were duplicated
and were difficult for the consumer t0
interpret, he said

The Act would need to address proper
disclosure procedures and was likely fo
allow retailers to word credit agreements
in simpler and easier language.

He said consumers often did not read the
full text of an agreement but under the
new Act the credit apphcation process
could become more user-friendly.

He said gearing 1n the industry — which
rehied largely on credit sales — was at a

healthy level and borrowings were “not out
of hand”




Randgold CE John Turner decided to fight
back His defence seemed to be well
orchestrated, as it concentrated on the three
fronts which he and his advisers saw as
being Flack’s weakest points

The first of these was First West Rand-
gold employed high-powered managers and
then took the project apart If anything, they
did it too thoroughly While the financial
community was prepared to concede that
Flack’s value of R70m was probably slight-
ly too high, they weren’t about to be
persuaded that its ultimate habilities ac-
tually exceed 1ts value

Turner’s team played what could have
been a good hand badly The truth 1s
shareholders were prepared to pay that
price to put strong, effective management
in place

The second Randgold thrust was to
associate alleged radiation dangers trom
dumps with high uranium content with the
First West project

That brought the National Union pf
Mineworkers (NUM) mto the fray but/ in
the event, NUM's intervention, led by/umt
co-ordmator Kate Philip, was both tgo late
and too evidently lacking i teChmcal
expertise

The prevailling consensus 1s /that the
NUM allowed 1tself to be used in/what was
a shareholder fight

As therr third effort, Randgoid’s man-
agers rested on the law First, they appealed
against the Securities Regulation Panel

JD GROUP

Recovery hedded down

ruling that the election of so
many new directors was not f -
an “affected” transaction f§ -
(that 15, a change of con- }
trol) When they lost thap/ § |
they urgently sought an An-
terdict 1n the Supreme Lourt
to suspend the extrapgfdinary § .
general meeting gt share- § °
holders When/they lost ¥
that, the game pvas up at the
EGM the ngxt day, Flack
was able fo marshal 15m
votes to the Sm of the man-
agers M was a rout
¢ incident raises per-
tinept 1ssues for SA share-
holders and executives The
atst 15 the extent to which{ g5
anagers can use company money ¢
thwart owners’ wishes The FM learns that
Randgold owes 1ts advisers 1n the region of
R600 000 Not surprnisingly, new Randgold
executive chairman Flack 1s sitting on his
hands — and the cheque book
The second 1s what this may presage for
the mining houses both 1n the way they are
structured and 1n their exercise of control
over managed mines The matter of fees
already excites criticism, whach 1s bound to
increase as shareholders exercise therr
nghts of ownership For decades, SA busi-
ness has sought to invest abroad, now
foreigners are looking to mvest here They
will add their voices and wallets to growing

LEADING ARTICLES

demands for change in cor-
A porate governance
i Of course, Banng’s and
s Flack’s achievement 1s the
casy part of this story Mak-
g : 1 ng Randgold work better
| will be more difficuit Flack
has already made 1t clear he
. ' | intends a thorough review of
| every aspect of the com-
+%&3 pany’s business, 1t’s unlikely
that will be completed be-
fore the year-end That wili
be followed by swift action
The FM’s guess 1s that
Randgold’s management
agreements will be soid back
to the munes for more eg-
uity, a smail, highly con-
ntrated team will be assembled at the
centre to provide technical management,
and, where possible, synergies will be
exploited — the most obvious 1s probably
the merger 1n some form of Durban Deep
and Rand Leases
The burning 1ssue at the end of the day
18 whether 1t will be successful No-one
knows, least of all Flack But investors can
take comfort from the company’s discount
to its underlying NAV depending on how
the sums are done, this 1s as much as 50%
and, subject always to the way bulhon and
the new managers perform, Randgold may
well present an inviting nvestment op-
];II:]I'T.I.II]H}r David Gleason
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A good start, but quality earnings must be seen to be sustainable

This company 1s characterised by con-
jecture and market caution Few JSE an-
alysts cover the furmture sector and those
who do seem to concentrate on the per-
cetved leaders — retailer Ellerine and
manufacturer Afcol

Nevertheless, the Furniture, Household &
Allied index has almost trebled over the
past 12 months (much of this outperforming
the Industrial index) to 1 176, as mvestors
discount cyclical earnings

CYNIC1SIM C i 8'3)

“We are waiting for the results, 1s a
common response And while nformed
market sources say that the resuits for the
18 months to June, due to be released early
next month, are “very good, better than
expected,” there remains widespread beliet
that CE David Sussman may have over-
reached himself “He seems a lot more
interested 1n establishing furmiture chams n
Mexico and the UK,” says a

growth JD’s share price has
doubled durimg this penod but
lagged the index — and 1t may
be undervalued i terms of 1ts
earmings potential |
JD Group, which last year |
emerged from the skurts of
embattled W&A and then went |
on to rescue the banks and take [
control of Rusfurn — making
it the Goliath in the sector
when measured by size of op-
erations, though not by market P8

Strauss

distance and with a certain

disbelieving analyst
Scepticism 18 a hallmark of
the furmture sector generally
seen to be unusually rnisky and
highly dependent on a man-
agement “trust” factor And it
! 15 a business dependent not
merely on consumer good hu-
mour, but on the propensity of
buyers to borrow — and their
| ability to repay One conse-
quence 18 that the size of the
debtors book camried by fur-

niture companies often takes on

tempts to scale these down by taking them
off the balance sheet)

This 15 one reasorr for the populanty of
Ellerine and the esteem in which 1its
founder/CE 1s held — Enc Ellerine 1s a
man who has stuck to his last over four
decades and 1s umversally respected Suss-
man’s task 1s to repreduce m JD Group that
same culture of rehability and conser-
vatism He has certainly made an im-
pressive start Rusfurn’s debt, for example,
has been reduced from a stunning R600m
at the ime of the transaction to a com-
paratively insignificant R535m Extensive
cleaming up of Rusfurn’s book on a very
conservative basis, under the previous man-
agement of Laurie Korsten, suggests that
JD may benefit from being able to recover
some of the generous provisions

Another factor which scares investors and
analysts 1s the high drama associated with
the group last year JD Group was ham-
pered by i1ts assoctation with a group nghtly
seen to be 1n senous trouble Rusfurn, on
the other hand, was known to be strugghng

scary proportions (despite at- | under indifferent management and to be

FINANCIAL MAIL « AUGUST » 26 » 1994 » 27
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carrymng a colossal debt burden It was
hardly a mamage made in heaven

First, Sussman secured us freedom from
W&A but part of the price he was forced
to pay was to take on board Rusfurn with
all its management problems and debt

Second, Sussman acquired a much larger
group at little apparent cost (R80m) but, in
the process, he knowingly took on the tash
of rescuing a floundering business with 400
stores and 7 800 people, and immediately
secured his position by selling Dion for
R90m (to Wooltru's Massmart) Since then
the businesses have been refocused and the
number of brand names associated ‘with the
alling Rusfurn reduced from 10 to three

It was generally expected that the merger
of Rusfurn, with turnover roughly the same

(excluding Dion’s contribution) as that of |

ID, would take time the evidence 1s that
it's been achieved 1n less than a year
Operations MD Mias Strauss (previously
MD of Russells) says the priority was to
merge all operations into one business

The 14 brands — four of which belong
to the old JD — were repositioned nto six
categories At the top of the affiuence index
1s Bradlows, followed by Russells, Joshua
Doore, Price 'n Pride and Score In the
Cape, Giddy’s and Montana-Harmony
merged to form JD Cape Considering the
size of the rationalisation programme and
problems of the Wanda Fraser chain, the
closure of 32 stores across SA 1s a small
price to pay

JID’s philosophy 1s simple, says Strauss
supplying limited ranges to mass markets
Its distribution network 1s geared to service
this need Smaller ranges, he adds, are for
independent suppliers

For nvestors, Rusfurn’s financial dis-
array was alarmung The central problem
was the Wanda Fraser chain, which con-
centrated 1n rural areas and which chased
turnover at the expense of profitability The
quality of Rusfurn's debtors’ book was a
matter of immediate concern to Sussman
mmplementing JD's control systems was a
primary urgency This philosophy applies
across the board financial dwrector Colin
Stern confirms that the pervasive attitude

within Rusfurn, of doing busi- |

ness sumply for the sake of i, ) @__ﬁ_
was 1mmediately changed i‘*‘"‘F_~:«=
“When JD took over manage- -

ment of Rusfurn last August,”
he says, “30 branches were 1n
mtensive care Now all are
profitable

If measured against the four
pillars of the furniture industry
(margins, profits, debtors and |
cash generation), the group 1s
doing well, says Stein Average
length of the debtors’ book 1s
14 months, only marginally up
on the figures before the merg-
er, and arrears at around 12%
Though the arrears number 1s

G =]
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up on old JD s 9%, 1t indicates
a substantial 1mprovement 1n
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Rusfurn’s arrears, which were at around
24% a year ago

In common with other furmture chamns,
JD has implemented a process of taking
debtors off the balance sheet by using an
external finance company

In JD's case, the book 1s held
by a consortium of banks It
looks good but, in practice,
analysts wﬁw the, process with

suSpIcIOn 8@33 %
What 15 mtefésti 1§ that

Rusfurn’s debtors are held sep-
arately which suggests 1t may
be considered unduly risky
This 15 compounded by the }
recent increase 1n secondary tax |
on compantes, which makes JD |
Sales’ preferential dividend
much less attractive And 1t
may lead to another about turn,

Rusturn acquisition on turnover and the
bottom line and the changing frames of
reference

Turnover in the 12 months to December
1992 showed monthly sales at an average
R38m In the six months to June 1993, this
figure had dropped further to R33m The
acquisition of Rusfurn, effective June 1,
could arguably have saved JD from de-
citning sales i a hostile operating en-
vironment 1n the year to December 1993,
monthly sales improved from R33m 1n the
first six months to an average of R85m for
the year

Analysts believe JD may have under-
stated 1ts profits for the six months to
December 1993, traditionally the better
trading segment Assuming these are
brought to account, at least partially, 1n the
period to June 1994, the FM calculates
earnings for the 18 months could be 182c¢,
an annualised 121c (applying a 16% n-
crease to carnings for the second half of
calendar 1993) This places JD on an
attractive prospective pe of 10,8

Many synergies have resulted from the
merger First, JD's onginal urban base has
been expanded and balanced by Rusfurn's
penetraton of country areas Second, the
benefits of higher volumes are
| already visible in distribution
-+4 Third, concentration of admn-
| 1stration has produced many
savings
With Rusfurn successfully

g merged mnto JD, Strauss says
9 management can get on with
growing the group The n-
dustry 1s currently estimated to
be worth between R8,5bn and
R9bn, depending on how 1t 1s
defined JD has about 28% of
the chain market and man-
agement believes this can be

this ttme disbanding JD Sales
and consolidating debtors once
again 1n the balance sheet That
will need to be financed by borrowings, and
the effect will be to increase gearing,
perhaps to about 80% There are pros and
cons 1n this, while an (0,80 ratio 15 low for
the industry, it 1s lhigh enough
to disconcert conservative in-
vestors On the other hand,
greater transparency will en-
| courage clearer appreciation of
the business as a whole

The company has just com-
1 pleted an extended 18-month
year Formerly a December
1 year-end company, 1t has run
| through to June and has pro-
duced two intennms along the
way These reflected turnover
of Rlbn in the 12 months to
end-December with EPS almost
unchanged at 103c¢ compared
with 1992 These numbers are
hard of digestion, however,
largely because of the difficulty
1n determining the effect of the

el
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Sussman

improved upon by building
strong brands, targeting the
mass market and taking full
advantage of opportumities that the new
political dispensation presents Strauss be-
lieves the household durables market 15 set
for a penod of rapid growth Analysts
believe that the benefits of government’s
RDP will filter through to the furmiture
industry as soon as early next year

The group’s strategy beyond SA’s borders
1s to establish operations north of the
Limpopo

But the market 15 keenly aware that the
fortunes of furmture compames rest on
uncertain foundations there's plenty of
upside when the going gets good but the
potential to take a collective bath 1n a
downturn 1s substantial

Based on latest available results, the
share stands on a historical p e of 17, well
below Ellenine’s 22,4 If prospects are as
sound as Stem’s optimism suggests, the
stock market may yet respond more en-
thusiastically, though JD will have to con-
vince 1t can produce quality earmings that

are sustainable Marviou Greig
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RETAIL sales of furniture, household appli-
ances and TV sets are expected to increase
by about 12% this year to over R10-billion 1f
the current level of demand continues

Sales were erratic m the first four
months of the year, with a 5,3% growth In
January, 14% n February and no improve-
ment at all in March, according to the

| Furmture Traders’ Association A
10 SUI (FTA)

In April, however, sales grew by 159%
and soared by 31,3% m May, 21% 1n June
and 13,6% wm July, all based on current
prices. Pent-up demand after the elections
was the main reason for the sharp 1mprove-
ment in the second quarter, say
execuhive director Frans Jerdaan. Egg

“On the face of it, the figures are €x

| tremely good and we are feeling positive
| Notes of caution are, however, that sales in

CRusS)
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230
By DON ROBERTSON

April 1993 were not good due largely to
political uncertamnty and 1t was the first
month after VAT was raised to 14%, so the
comparison 1s off a low base Another fac-
tor 1s that the growth percentages are at
current prices,” says Mr Jordaan.

“Paking a broader view, 1€ 1S difficult to
predict overall growth for the year Current
industrial action m many ndustries 1S
something we will have to take into account
as 1t could affect spending power, but gen-
erally we are hopeful of 2 3% to 4% growth
n real terms.”

Increased sales, therefore, of about 12%
for the year could add about Ri-billion to
last year’s turnover of R9,1-hillion

Staﬁlw
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Afcol ;Dq
scoop
office
furniture
stake

for R16m

JOHANNESBURG.

Mathieson & Ashley
Holdings (M & A) an-
nounced yesterday it
had sold its 50% share-
holding 1nh Kallenbach-
Hendler to SA Brew-

eries subsidiary Afeol

Manufacturmg fur R16m

' 1n ‘eash, 'effective from
".October 1 this year

, S1nce 1988, the two
groups have each held a
90% share 1n Kallen-

: bach-Hendler, the office

furniture manufacturmg
and distribution arm of
M&A

Winky Ringo, chair-

" 'man ‘of M&A Holdings

and Vestacnr said

,M & A had made a stra-
' tegic .decision to focus

1ts energles on retailing
through OfficeMart, its
nationwide superstnre

. chain, which operates 1n
- four dlstmct business
- sectors — computers and

office automation, soft-
ware and office furm-
ture,

“Afeol has stood by the
office furniture industry
thrnugh the recent
permd of recessmn " he'

said. R

“The solid perfurm—
ance exhibited by Kal-
lenbach-Hendler 1n
recent times proves that
this division has weath-
ered economic hard-
ships 'sueccessfully, re-
sulting 1n an attractive
1nvestment uppurtumty
for Afcol

“From our perspec-
tive, the cash mjeection

Lw:ll enable further ex- |

pansion of the group ”

15
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Furniture

Industry_,
booming

cri2filds
By MAGGIE ROWLEY
Deputy Business Editor

The SA furniture mdustry 1s poised for boom times
and looking to real growth of 5% to 6% this year,
according to Winston Smith, executive director of
the Federation of Furniture Manufacturers

This, he said, would follow an estimated 3% real
growth for 1994 after two disastrous years during the
recession when turnover levels remained static and
more than 6 000 jobs of the 42 000 jobs then 1n the
industry being lost.

Smith sard that while there was still some slack in
the 1industry, he was optimistic employment levels
would recover during the course of 1995

“If the eeconomy grows at around 3% we should see
a fair amount of this growth 1n our industry. I don’t
think too many of the manufacturers are working to
full eapacity but once the slack has been taken up,
factories will no doubt resort to overtime for a
period but this tends to be counter-productive as
they start running into supervisory problems and
people get tired

“Consequently, by m:d-1995 we should see em-
ployment levels rising again and I am optimistic
these will be back up at around 42 000 by year end ”

Frans Jordaan, executive director of the Furni-
ture Traders Association said furnmiture retailers
had had a boom festive period and were highly
optimistic for the year ahead : .

“While we are still awaiting for full figures 'to
come 1n, flash figures 1ndicate that December 1994
sales are up 16% at current prices over the previous
December period

Jﬁ-

“As inflation for furniture and household appli-

ances has been running at a much lower rate than
the Consumer Price Index for all items, roughly 3%
for 1994, we are looking at real growth for December
1994 of about 13% :

Jordaan sard that the feedback already received
indicated that consumer spending on big tick i1tems
had picked up considerably in most areas around
the country

“I have just been speaking to the CE of a major
group who said while some areas performed better
than other areas and exceeded targets, there was
not a single area which had performed badly ”

‘Refreshing change’

He said there was a real change of attitude within
the industry and optimism was running high

“It 1s a refreshing change after some very tough
years and even the mamma and pappa stores are
reporting good figures ”

Both furmiture and household appliance sales
were up but mn the two months to end November
there had been a noticeable drop 1n sales of teléyy,
sion and audio equipment. d

1
“We do not yet have figures for December but this 7

could have turned around dramatically in that
month as these items are usually strong sellers over
the festive period ”

While expected interest rate increases during the
first half of this year could put consumers dispos-
able income under pressure, this was not expected
to 1impact heavily on furniture sales

.m
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sales pick up

M BY ROSS HERBERT

If furmture and apphance
sales are any mdication,
Suuth African consumer
lonfidence 1s bouyant
‘While sales of new
only edged up slight-
ly 1n 1994, consumers
showed a sigmficant’ wil-
lingness to make iess pri-
cey nvestments
Sales of home furm- |
ture, appliances and tele-
wsmns jumped 17,9 per-
qent in December at cur-
rent prices
| On an annual basis,
sales were up 13,9 per-
c:ent accordng to a sur-
vey released yesterday
by the Furniture Traders
Association
“It's purely consumer
confidence,” said Frans
Jordaan, FTA executive
dlI'e{':tDI" “Overall the pic-
ture is very rosy. The
s'%ntlment 18 very bull-
The positive mood
aiter the elections also
played g part. “In the
month of May we sSaw an
i1t1ered1ble surge in
orders. It was quite m-
dible.” 3
The growth is' not
wuch affected by infla-
tion. Aceording to Central
Sta.tlstma.l Service, infla-
t on for the sector was
only 3,3 percent last
year
] Jordaan forecast con-
tinued strong growth thus
ypar He also saxd sales
would receive a signifi-
cant boost from Eskom’s
elleetrlflcatmn Pro-
gramme
|1t 18 scheduled to pro-
vlde electricity to 30{] 000
additional homes & year,
Whmh will draw many
new buyers into the ‘mar-
ket for television and
small appliances
'Wmstnn Smith, execu-
tive director of the Feder-
ation of Furniture Manu-
facturers forecast real
growth of 6 to 7 percent
for the: commng year for
the furniture sector

J.' ] o
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I GVED margins, stringent cost con-
trulqu-qp;reamhned operations because of
rationalisation helped furniture retailer,
the ,]B Group, lift attributable earnings to
R67,3m compared to a pro forma R31,4m
forjihe six months to December, the group
ar ounced at the weekend

Buoyant trading during a betfter than
expected-first half saw a moderate rise 1n
turnover to R1,09bn compared to the pro
forma K1,03bn. Impruved margins saw op-
eratmg income jump 38%m to R136,6m
(pra.forma R99m)

This meant substantially reduced
finance~costs following the rights issue
anhounced in September 1993, satd MD and
chajraian David Sussman

Pespite the increased weighted number
of whafes In 1ssue, earmngs a share rose

7§ 7240 66,2¢ (pro forma 45¢). A dividend

%@m furma 18¢c) a share was de-

Sussman said the results reflected
xgetwity aeross the group, which
tr é5+33 Bradlows, Jnshua Doore, Rus-
«Seore, Price n d Elentnc
E réss- ’an?
e.group closed 35 stores inat-
d'brand names hke Wanda Frasers, Style
\f&lﬁe, Rudicks and Dashaus durmg
th%re@ew period, while 1t acquired the
Rasfurn group
Howéver, Sussman noted that there was
F dlesale 1mprovement of the debtors
bwk t0 10,7 months compared to the max-
mfitn 21" months grante—d for credit “Ar-
rears are continuing to come down’; by
Hegard R60m was spent on issues rélat-
ed tg the rationalisation These itemns were

h n
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non-recurring and once 1ts distribution net-
work had been rationalised, the group
would double its efficiencies 1n this area.

Sussman said the focus was now on max-
1mising the group’s infrastructure

The group had applied the comprehen-
sive basis for providing for deferred tax-
ation Dividend cover had been proportion-
ately reduced. No cash was likely to be
paid 1n the immediate future as the group
had a sigmficant amount of unused section
24 allowances.

He said the group was paymng close at-
tention to stock management. “We antici-
pate that the results for the full financial
year will result in real earmings growth
and a reduced gearing ratio *” Gearing was
currently 656%

- He said directors mtended to award or-
dinary shares..as canltahsatmn shares to
ordmary and prefernce shareholders

—RBwv William Wells _ant



The furniture retailer
is planning to open 1ts 400th
branch later this year

By CHARLOTTE MATHEWS
1d ESTRAE T ELITOR

Malbak-controlled turruture retail-
er Ellerme Holdings lifted earnings
per share, excluding abnormal
tterns, by an above-expectations
33 percent to 61c 1n the six months
to February, compared with the
same pertod n 1994

Management attributed the
aood performance to strong sales
growth and continuous control of
expenses and working capital
Sales are growing through existing
stores as well as new stores and the
company plans to open 1ts 400th
outlet m June

A 20 percent nse in sales at
R508,7 mullion was outstripped by
a 29 percent chmb mn operating
profit to R77,8 mullion, showing
margms mproving to 15,3 percent

-

L |
A f 4

government’s emphasis on housing

from 14,2 percent previously

Net interest paid halved to
R1,3 million from R2,7 mullion and
the tax rate was unchanged at
42,3 percent

An abnormal ttem of R3,1 mul-
lion recerved n the first half of the
1994 financial year represented
nterest on a tax refund while the
refund 1itself was shown as a

CT 2%\%\‘19
R14 j@e ‘gﬂr mary itern NO

abnormal or extraordinary tems
were taken in the last six months

Including the exceptional cred-
its, ordmary shareholders’ earmings
were 22 percent higher at
R43,9 million, equivalent to earn-
ings ot 61,0c (58,2c) a share

Capitahisation shares or an
mterim cash driidend ot 20,3¢
(16,7¢) a share are being oftered to
shareholders

According to Ellermes direc-
tors, the retar] furniture and appli-
ance industry are expected to bene-
fit from the government's stress On
the provision of housing Ellennes
target market falls directly within
the tocus ot the reconstruction and

development programme

“While we expect the favour-
able trend to continue durmg the
second half of the financial year, the
increase 1 earnings will have to be
viewed agamst the improved trad-
g conditions which have pre-
valled smce May 1994, they said

5

e




High hopes in furniture indus
Industry was headed for good trmes if laboyr
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COLIN DOUGLAS
Business Staff

AILING Cape office furniture
manufacturer Skandia went mto
provisional liquidation this week
- but a mystery buyer 1s expect-
ed to put 1n a bid to take over the
operation and save the jobs of
most of the workforce

In the face of substantial debts
and sluggish sales, the privately
owned Philippi-based company
— Skancape, trading as Skandia
— was granted provisional liqui-
dation 1n the Cape Supreme Court
on Monday’

The 130-strong workforce was
sent home without pay as finan-
cial director Ken Maggs and lig-
mdator Chris van Zyl negotiated
a possible rescue deal with the
potential buyer, whose 1dentity
they would not disclose

Skandia’s sales have never
fully recovered from its tempo-
rary liguidation just over two
years ago, and production was hit
hard by last year’s election-peri-

\cash\cashbank mar

s

Mystery buyer may
rescue ailing S

od pubhic holidays and industry-
wide industrial action last June,
Mr Maggs said

The office furniture imdustry
had suffered severely during the
recession as firms held back on
new orders, yet there had been no
significant 1improvement 1n trad-
ing conditions to coincide with
the economic recovery, he said

“A cost-conserving mndset 1s
s¢o prevalent amongst business
that economic growth just hasn’t
filtered through to our industiry”

The company had been unable
to generate sufficient sales to
weather the costly annual closure
in December and January

Mr Maggs said the deal with
the prospective buyer, 1f ap-
proved by creditors, would
include

B Preserving the jobs of at
least 80 percent of Skandia’s
workforee,

B The retention of the produc-
tion manager and Mr Maggs hm-
self, but the retrenchment of oth-
er senior management,

—

(159

kandia

AR(T 2¢

ALY
B A 100 percent buyout of the

company, but not hands-on man-

agement of 1t by the purchaser,
and

M The slashing of overheads to
force the company back mto the
black even on existing sales
volumes

The mystery buyer was “cer-
tainly very interested” in taking
over Skandia, and had already

held discussions with the relevant
trade union

If the bid was successful, pro-

duction couid be restarted as ear-
ly as Tuesday

Mr Maggs said he was going
all out to secure the deal 1n order
to save the jobs of employees,
who would find 1t very difficult to
find alternative employment

The jobs of 150 employees at
Brown & Neethling, another trou-
bled Cape office furniture manu-
facturer, were on the line last
week with the imminent closure
of the firm’s Epping factory by
parent company Afcol




Sma]l furnitu re firm bucks the trend

COLIN DOUGLAS
_Buainaﬂs Stafl

AS Cape office furmture manu-
facturers drop like flies, one
small firm is bueking the trend
and powering its way into the
profit zone.

Weltmans Custom Office
Furniture has been operating
out of a low-key Salt River fac-
tory for the past year, produc-
ing small orders of individua-
lised furniture for the offices of
a discerning group of clients
that includes President Nelson
Mandela.

Partner Ivan Weltman, an
aeronautical engmneer by train-
ing and a past managing direc-
tor of the big Anglo-Dutch
operation, says the key to suc-
cess in the industry is to under-
stand the market.

“The market has changed a
lot in the past 10 or 15 years,”
he says. “People want more

I‘E‘B ARG M ¢]4S

“They want their corporate
image to be unique, and differ-
ent companies also have differ-
ent functional needs for their
work-stations.”

Accordingly, Weltmans’ slo-
gan 1s “Your Image 1s Qur
Business”, and the company of-
fers its clients distinctive of-
fices “where your customers
visit and gamn a powerful mm-
pression of who you are and
the standards you maintain”

Work-stations are often
designed individually and are
finished in a variety or natural
woods or any one of hundreds
of paint colours

A major reason for this flexi-
bility, says Mr Weltman, 1s the
factory’s small size — 1t has 21
employees, up from seven
when the company was found-
ed last year.

“If you asked a big company
to produce a special item, it
would take them months — we
could do it m a few days.”

The cause of the iroubles
experienced by larger opera-
tions like Brown & Neethlmg
and Skandia, he says, is that
their large-scale production
processes are not geared to
cater to the high-choice de-
mands of the market: “Specials
are anathema to them.”

The idea that large opera-
tions create economies of seale
is an illusion, Mr Weltman
charges, because the layers of
management that they require
impose heavy overheads on
companies.

“Here we have no foremen,
no supervisors, no quality con-
trol.” Instead, the furmiture
makers themselves take

responsibility for quality assur-
ance,

“It’s so easy to motivate the
workforce in a small factory —
there’s a lot of pride in the
work,” adds Mr Weltman’s son
and partner Jonathan.

Ivan Weltman pomis to the
highly successful Italian furni-
ture industry: Of the 60 000 fac-
tories 1n the industry, 55 000
employ fewer than 20 people.

These small plants account
for 92 percent of mdustrial pro-
duction and are leaders in ex-
ports.

During the first six months
of 1993, Italian furniture
exports were valued at more
than R11 billion, official figures
show

Weltmans’ expansmn plans
therefore do not envisage fur-
ther growth for the existing
factory, but rather a country-
wide network of small fac-

tories.

Mr Weltman hopes to have
established three new factories
in Cape Town within three
years, seven in Gauteng within
five years, and outposts in Port
Elizabeth and Bloemfontein
too.

This strategy is in stark con-
trast to that employed by
Afcol-owned Kallenbach-
Hendler, which is to centralise
production in Johannesburg
and close Brown & Neethling,
1ts loss-making Cape Town op-
eration, although it too plans

greater customisation of its
furniture.

Weltmans’ has bought the
central Cape Town showrooms
of provisionally liquidated
Skandia, and will open its doors
to the pubhic on Monday.

Further showrooms are
planned for the other major
centres.

In the eight months since flill

production began, Weltmans
has sold 1000 items of furni-
ture and has seen a return on
turnover of around 15 percent,
Mr Weltman says. He expects
his second year to pruduce a
sevenfold turnover inerease if
current trends contimue.

He scoffs at suggestions that
the office furmiture industry is
lagging behind the economic
recovery. “The reality is that
office furniture leads the re-
covery, it’s almost a barome-
ter,

“The market is definitely
picking up, and there’s a good
future in Cape Town for at
least the next four or five
years.”

Gestether regional manager
Patrick O'Shea, whose Water-
front offices were outfitted
with tailormade furniture, said
he was impressed by Welt-
mans’ individualised products

and service.

“] was very specific — I
wanted cherry wood and I
needed the furniture made to
our own design.

“They made it to our specifi-
cations using nice, solid wood,
in spite of our costings, where
we had pushed them gquite
hard.

“They were spot-om with
their delivery time, and where
there were blemishes 1 the
wood they came in and fixed
them.”

“Everyone who walks into
our offices is stunned,” he said



DAVE KING . fighting back

King to sue Afcol 1

[ TR—

man responsible for establishing Laird
Finance and debt-ratings agency Re-
pubhic Ratings, is to claim R568-miilion

in compensation from furfuture manu-
facturer Afcol. i -

«_e Mr King says both he and his attorney
ere verhally advised this week that
Afcol would withdraw the sequestration
application made against him when he

declined to pay amounts outstanding:

after buying furniture company Steel-
furn from Afcol last year.

Mr King always maintained that he
could pay, but woyld not because Afcol
had interfered with Steelfurn’s cash

\

By JULIE WALKER

flows and prejudiced the chance of col-
lecting debtors. Steelfurn subseguently
went into liquidation

. Afcol said that by not paying ﬁrm R2,6-
mullion in question, Mr King had com-
mitted an act of insolvency so it applied
for his sequestration Afcol also alleged
fraud and deception which Mr King has
shown was without foundation,

A schedule of assets prepared for Mr
King’s defence shows him to be worth
R26,6-mullion This excludes indirectly

B B

ets and RZ-milhion in trust pend-
fng the outcome of Steelfurn’s liquida-
t10n and Mr King's claims aganst Afcol

“I repeatedly offered Afcol the oppor-
funity to check my creditworthiness but
It never availed itself of the offer There
'was no need to try to sequesirate me
when the Steelfurn matter could have
been decided in court. My integrity has
been attacked and I have been unable to
undertake any business while my status
has been under scrutiny,” says Mr King

“If commercial considerations had
ﬁmms applied to this dispute instead of
e

Jegal tactics this application would

never have come about, or it could have

been heard as an ordmary civil action ”

Mr King was obliged to sell hus hold-
ing 1n Repubhic Ratings at a discount to
distance himself from it Thas loss forms
part of ms claim against Afcol, which 1s
part of the SA Breweries group of com-
panies

Laird also lost orders, and Mr King
says several clients put their business
relationship on hold pending the out-
come.

Afcol deputy chairman Tom Eecles
said on Friday Afcol was watting for
further valuations of Mr King's assets
and proposed that a meeting be held
between the parties




FURNITURE manufacturer Afcol, of the YURI THUMBR A}
SA Breweries stable, lifted attributable P THUM nAN ' -I
earnings 34% to R54m for the year ended ations, together with the contributions
March, 1t said yester ay from associated companies, resulted 1n the
Earnings a share rose 32% to all6c  32% jump 1 attributable earnings
from a previous 160,5¢ A final dividend of Deputy charman Tom Eccles saig
°9,75¢ (45,25¢) was declared, hifting total growth in private consumption expend-
distribution for the year 32% to 10575c ~ ture — “a key determunant for furmtyre
Turnover weighed in at R1,1bn — 19%  sales” — should result in higher demand
up on last year’s R865m. Better margins  for furmture durmg the comung year |
were reflected by a 12% rise 1n trading He said the balance sheet remained
profit to R63m Finance costs Surged to  Strong with gearing virtually unchanged at
Rllm (R6m), while the tax bl lecrease only 8% of shareholders funds

from R21im to R17m oy ‘I Although R56m was requred for mvest-
Directors said sales grew “Yiborodsi ment and net working capital during the
during the second quarter of the year year, the continung healthy cash flow
During the period under review, Afcol from trading reduced the need for net bor-
acquired a further 50% i Kallenbach- rowings to only Ri3m

Hendler, a hi-tech office furniture many. Capital expenditure of nearly R70m
facturer, after Mathieson & Ashley sold1ts ~ would be Spent during the coming year and
mterest 1n the company would be financed from the anticipated

cash flow from operations

The performance of managed oper-
—4\“



Good results fo

INCREASED consumer
conridence and better em-
ployment Opportitnities
were behind the improved
results reported by the fur-
niture retail sector over the
past few weeks, offsetting
negative effeets of tax
hikes, the transitional levy
and higher interest rates,

higher volumes, resultmg
;ntsbetter margins and pro-
1 L

An analyst said among
furniture compantes, Afcol

YURI THUMBRAN

and Morkels shares offered
good value, and JD Group
and rine Holdings fair
value (| R

Buoyant re markets
boosted Afcol’s perform-
ance while its other div;-
sions helped the furmture
manufacturer post better
results for the year. to epd

r furniture sector

with a 9,2 earnings yield

Against this was Afcol’s
carnings yield of 7,23, Mor-
kels, with core busipesses
1n furmture retail but Iisted
1n the stores sector, had an
earmmngs yield of 74¢,

The JD Group’s earnings
yield came m at 14,30, That
of Ellerines was 8,17,

Another analyst said de-

Spite the good results there

March, as still further scope fo
Toe i, Bl S e s pe fo

The fuini
and alhed sector yesterday
reached 1182 points
against 1ts high of 1 287,64
points reached last May,

lmprovement once employ-
ment oppurtunities in-
creased and RDP. house
building projects got a
kickstart T

W e
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M“@terials prices hit furniture industry'

iy |

| 7525
THE furmture manufactyr- Prices for commodities
ing industry remamned 1n such as sawed timber,
the doldrums despite the trdation, which affected a  hoard, imported hard-

buoyant results reported by  further 5 000 workers, boards, fabrics and cover-
retailers in the sector, Fur- The main reason for the Ings, leather and glass hag
‘niture Manufacturing Asso- “depressing” state of the 1. substantially increased
ciation executive director dustry had been sharp - “An alarming aspect is
Winston S i% said at § reases in the prices of raw  the lack of g proper benefy-
weekend, jIS1S ‘7anatenals. clation policy at govern-
He said the generhl de- Smith noted that infla- ment level Pne in log form
cline m the industry had tjop in the mndustry was 1S bemng exported n sub-
been evident since 1991, 3.8% last year A possible stantial quantities with a
with employment falling to remedy was to bring many- resultant loss of jobs .
24000 from 28300 During factured goods m line with Sawmulling and the furn-
this period 241 factories general inflation before ture manufacturing indys.
were closed or put 1nto hg-  they reached retarlers try,” he sad

£



Metal industry

. talks deaglo ",
| Renes Grawitzky lﬁ'q ) ¢
, mg q%d )

1 METAL industry !
i yesterday after the National Union of Met-
alworkers of SA (Numsa) and the Chemical |
| Workers' Industrial Union (CWIU) rejected
employers’ final offer of 2 10% increase on
actual rates. |
During the third round, Seifsa proposed |
the 10% increase and a further 1% in-
crease for employees i the lowest cate- |_
gory. This was conditicnal on unions agree-
I ing to deregulation for a year of wages for
| employees coming imnto the mndustry and
i existing regional wage exemption proce-
1 dures remaining in place. Seifsa said this
| proposal was tabled in an attempt to stim-
i ulate job creation. )
! While two influential unions — Numsa
! and the CWIU —have rejected the offer,
1 the remaining unions have modified their
¥ demands. Numsa rejected Seifsa’s offer as
y it did not deal with its three-year strategy, |-
! which attempted to restructure the indus-
| try. Closing the hpartheid wage gap —
reducing differentials between grades — |-
broad banding, edecation and training, em-
ployment security and productivity bar-
gaining were of this strategy.
Numsa said i1t was pointiess working on
the wage rate without dealing with overall
demands, as it a package deal.
Seifsa negotiator Brian Angus said the
parties were negotiating minimum terms
of employment. “Employers do not believe |-
they can drive such a process from a cen-
trahised barg position,” he said. Is-
sues such as the wage curve and producti- |-

r Al AR e

Continped on Page 2

Deadlock @ M ,s“,'qg .

Continued from Page 1 , dmanatsaid Nuinsa saw this as the finai
- y get a new wage model
:] vity bargawing should be dealt with at  model had toa:ldrmmtey
plant level and “there mught be larger the inequitable wage structure and the
_, employers who would go that route”. need to modermse the industry quickiy to
Seifsa had agreed to reduce the number  meet world competition. d .

of grades from 13 to five, but, according to He said Seifsa had continued
Numsa, without paying for the gregater de- _ wipge gap issve. It was “the vti.;::ﬁdg
gree of flexibility that would result from  bargaimng committee that g dispute with
 this. Angus said the parties had not yet  Seifsa is now inevitable”,
. agreed to the five grades, which would Numsa would convene a national bar-
ivolve a cost to the industry. gaining conference on June 22 and 23 to
Numsa general secretarv Enoch Go-  decide on a course of action.
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P e National Union of Metalworkers of
South Africa (Numsa) and the Steel
and Engineering Industries Federation
of South Africa (Seifsa) are on a colls-
. §10n course over a range of 1ssues
Numsa general secretary Mr Enoch
Godongwane warned of impendmg industnal
action unless outstanding matters were resolved
satisfactonly He said if employers did not take
a réalistic position 1 closing the wage gap,
broadbanding, productivity and employment

—

W /S/é/qé
Abdul Milazireports that Numsa and Seifsa
are heading for trouble as deadlock remains

security, the umon would have no option but to
resort to the strategies of “the bad old days™

Lattle or no progress has been made in closing
what the umion describes as an “apartheid wage
gap‘.li

Godongwane said only hmited progress had

e

been made m negotiations so far But key bar-
gaiming elements remain unresolved

Numsa wants equal traimng for all employ-
ees, and 1s pushing for workers to be graded
according to their skills rather than according to
the tasks they perform

I

-
-
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Dispute in({{]

The National Union of Met-
alworkers of SA (Numsa)
‘ formally declared a dispute
with employers in the met-
al indusiry this week’after :
1ts core demands hinked to'a
three-year bargaining
strategy were not ad-

dressed in oyers
final ufferf??e 'Ilalﬂé
The disp

after the last meeting when |
employer association
Siefsa tabled its final 10%
across the board offer, An
offer of an 11% increase for
the lowest grade was also
tabled, conditional upon a
deregulation agreement of
this rate for new employees
for one year
The parties agreed after
the neeting to submut their
fmal positions n writing to
the, industral council, .
In response to Numsa's
d:spute declarahon Siefsa
declared a counter-dlspute
A Siefsa spokesman said
employers needed toben a
position to counteract any
pnsslble action from. the
umun
The union began its
9 nahunal bargaining confer-
ence yesterday, which ends |
today, to decide on \hnpv to
‘pursue the dispute’’ and
what 1ts bottom line 1s
The dlsputes are being
processed, thruugh the in-
> dustrial cnuncﬂ 'Dispute
"y uluhﬁ’ n procédirés’and a
meetmg uf the parties will
hg,held-*shurtly i
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- *| Numsa ready to strike
syear strategy -

oyer 2;5
Tﬁ;.%{}%s atssj‘.he

National Umon of Metal-
workers of SA ((Numsa)
national bargaimng confer-
ence . vaffirmed their com-
mutment to the three-year
bargaimng strategy tabled
during negotiations with
Seifsa since 1993

Numsa’'s general secre-
tary Enoch Godongwana
said depending on the out-
come of the dispute meet-
ings under the auspices of
the industnal counei 1n the
metal ndustry, “workers
will hallot and take strike
action”

The three-year plan —
whach has been agreed to 1n
the vehicle asserably indus-

| try — focuses on reducing

the number of grades and

gap and worker trainmg, .
The last major natio
strike 1n the metal industry

took place m 1992
It lasted four weeks and
ended after Seifsa obtained
an interdict on the basis of
gross irregulanties m the
balloting process ’
The strike started on
August 3, which comncided
with Cosatu’s rolling mass
action in support of 1ts
demands at Codesa ‘
The ndustrial council 1S
required to convene within
14 days to decxde how the
dispute will be processed.
The council’s options
include continuing negotia-
ttons, estabhshing a sub-
commuttee to consider the
options of the parties,
voluntary mediation or
arbitration and advising

wage differentials between the labour mumster that a
grades, closing the wage deadlock exsts. .
_—m

-

—_—— - —_—




m—a o oa

- ﬁj-.l“"‘lm"m

‘Close ap artheld wage

c.TZb bl‘?é

o

URG: The Nattonal Union of

Metalworkers of SA (Numsa) has vowed
that there will be no wage settlement 1n
the metal mdustry this year unless employ-
ers commit themselves to closing the
apartheid wage gap.

Speaking after the union’s tm—day con-
ference on Friday, Numsa president Mr

o S ]

e gap’

Mthgt:zeh om said should efforts at
conciliation 1 the Industnai Court this
week fail, the union would ballot 1ts
120 000 members on what action to fake,
Numsa and the Chemical Workers’
Industrial Uruon have declared a deadlock
with the Steel and Engineering Industries
Federation of SA — Special Correspondent




‘ bers m the indusiry on
i BY JUSTICE MALALA
LABOUR REPORTER what action to take.

The conference came

The National Union of after annual wage talks
Metalworkers of SA involving representatives
(Numsa) has vowed that of more than 275 000
there will be no wage set-  workers and the employ-
tlement mn the metal in- er body, the Steel and
dustry this year unless Engineering Industries
employers “commmt them- Federation of SA (Seifsa),
selves m prmeiple and in  ended acrimomously two
practice” to closing the weeks ago when Numsa
apartheid wage gap. and the Chemical Work-
Speaking after the ers’ Industral Umon de-
union’s two-day national clared that they were
bargaining conference on  deadlock wath employers
Friday, Numsa president Seifsa has made a final
Mthuthuzeli Tom satd offer of a 10% general
should efforts at concilia- wage 1ncrease, and an
tion 1 the Indusirmal 11% increase for workers
Court thus week not pro- 1 the lowest grades, but
duce a satisfactory setlle- has proposed no 1n-
ment, the union would creases on minimum

ballot its 120 000 mem- wage rates

close apartheid w

THE STAR / TUESDAY JUNE 27 1995

It has also offered to
1ncrease subsistence al-
lowances by 10%, to m-
troduce improved mater-
nity leave, and to improve
the mmmum severance
payment for retrenched
emplovees

Eleven of the 13 umons
taking part in the nego-
tiations modified their
wage demands 1n the last
meeting and will present
their final positions at the
concll:ation meeting

Numsa has presented
& lmked package of de-
mands aimed at the
“apartheid wage gap” be-
tween workers on the
lowest rungs and those
ligher up, at low levels of
traiming and education,

age gap

J

the reduction of grades,
and job security

Numsa secretary-gen-
eral Enoch Godongwana
said that in countries

which competed with the |

South Afrcan metal 1n-
dustry, wages of the
lowest-pad workers were
at least 70% of the aver-
age artisan's wage rate
In South Africa the
lowest-graded workers
earned less than 30% of
an average artisan wage

“This conference has
put 1n place contingency
plans for a national ballot
of our membership 1 the
metal and engimeering in-
dustry Time 1s now run-
ning out to avert a na-
tional sirike,” Godong-
wana said

P —




1 By Abdul Milazi
Labour Reporter

HE Steel and Engmeering Indus-
mies Federation of South Africa
will hold special talks wath trade
unions 1 the metal industry on
July 11 to avert a posstble strike
after negotiations deadlocked last week

The National Union of Metalworkers of
South Africa (Numsa) and the Chemical
Workers Industrial Umon (CWIU) have
declared a dispute against Seifsa, which m
turn has declared a dispute against the two
unions The dispute 18 wage linked, with
Seifsa offermg a 10 percent general wage
increase and 11 percent for the lowest paid
workers

According to Seifsa mdustrial relations
director Dave Carson, the unions are de-
manding wage 1ncreases ranging between
12,5 percent and 126 percent Numsa re-
jected Sexfsa’s final offer saymg it was
srrelevant to key 1ssues the union had been
negotiating for the past two years

Numsa spokesman Roger Etkind said 1t

Numsa members will not play a role in
updating the industry without wage rise

was 2 well known fact that the union saw
this year as the final year to get a new wage
model 1n place
He said such a model must address the

two key problems of the South African
mdustry, namely the totally mequstable
wage structure and the need to moderise
industry speediy to meet world compet-
tion Etkind argued that Seifsa had con-
timually chosen to look only at a “narrow”
group of technrcal 1ssues and had avoided
the wage gap 1ssue -

He sard Numsa members would not play
a role 1n modermsmg the mndustry only to
find exther that thewr wages remained 1ri the
apartheid era or that they were retrenched
1n the name of “so-called” efficiency

Carson said if the July 11 meeting failed
to break the deadlock, the parties would
have to go for voluntary mediation or arbi-
tration and form a sub-commuttee 1o con-
tinue with negotiations, or as a Jast resort to
enlist the help of the Mimster of Labour

Numsa president Mthuthuzeli Tom said
shouldeverything else fail, the union would
ballot 1ts 120 000 members on what action
to take

e r—r————



————— - B b—

|'

Tobaceo’s contribution grows alimost 15%

H BY CHARLOTTE MATHEWS
INVESTMENT EDITOR

Higher returns from Riche-
mont AG's tobacco and luxury
goods mterests helped to hit
attmbutable profits, excluding
excephional items and goodwil
write-offs, by 28,2% to £261,%-
million m the year to March
1995 compared with last year

Comparisons between actual
figures  for this and last year
are difficult because of excep-
tional items, but the group has
also provided figures on 2 like-
for-like basis.

Accordmng to like-for-like fig-
ures, net sales revenue climb-
ed by 5,1% to £3,8-billion, on
which operating profit 13%
higher at £688,0-million was
made

Net 1nvestmenti 1ncome
dropped by £1-mltion to £52,8-
milhon, partly because there
were non-recurring profits last
year, while the tax rate
dropped to 31,3% from 33,6%
previously owing to a lower ef-
fective rate reported by the
group’s tobacco interests

Earninps hfted to £45,61 a
unit from £35,58 excluding ex-
ceptional items and goodwill
amortisation. Including those
items, earnings more than dou-
bled to £48,69 a unit from
£20,03 A dividend of £7,00 a
unit, against last year's £6,15
a, umt, was declared

' The latest figures include a

COMPARISONS
between actual
figures difficult
because of
exceptional items

£93 2-million share of the prof-
it made on the disposal of
properties in Smgapore and
Germany by Rothmans Inter-
national

In 1994 Richemont had spe-
cial costs of £50,4-million on
the restructuring of 1ts tobacco
and luxury goods mterests as
well as a £36,7-millon share of
European rationahsation costs
incurred by Rothmans Interna-
tional.

The group saxd average €x-
change rates did not make 2
significant difference to the re-
suits smce gams made on the
weakness of sterling agamst
the German mark and related
currencies were oifset by
losses on the weakness of the
US dollar and related curren-

cles.

Tobaeco's contribution to
operatng profit grew by 14,8%
to £487 0-million but no more
mformation on this business is
available because figures from
Rothmans International are
being delayed by Richemont’s
offer to buy out Rothmans min-
orities.

I R M I -

f%ﬂ} 45
© The offer closes on July

Operating profit from the
Juxury goods interests grew by
14 8% to £222,4-million

The greatest sales growih
was shown 1n )ewellery, up
11,1% to represent 16,8% of
total sales of luxury goods, and
leather goods, 9,2% better, par-
ticularly on demand n the 1m-
portant Far East markets

The NAR Group, winch has
a controlling interest in US
speciality direct retailer, Han-
over Direct, reported strong
sales growth mawly because of
full year’s revenue from a
number of acquisitions and |

jount ventures, but operating

results were hit by higher sell-
Ing expenses

Media interests

Richemont's media interests,
which were combined with
those of MuitiChoice from the
end of March, reported an
operatmg loss of £38,1-million
from £12,4-mlhon previously
owing to the costs of expand-
ing the operations of Network
Holdings’ operating subsi-
diames, FilmNet and Muli-
Choice, into a number of new
markets

The operating results from
the pay television service mn-
proved agamst the previous
year, largely because of contin-
ued subscriber growth n ali
termtories, the directors saxd

el Sl




COMPANIES

AFCOL

Confidence still elusive

(/88 )
Activities: Makes furniture and household ap-
phances
Control: SA Breweries 64,2%

Chuirman: L van dor Watt MD R Cox

Capital structure: 25,5m ords Market capial-
isation R746m

Share markek: Price 2925¢c Yields 3,6% on
dividend, 7,2% on earnings, p e ratio, 13,8, cover, 2
12-month fugh, 3 150¢, low, 2 800c Trading volume
fast quarter, 273 000 shares

Year to March 31 92 ‘93 94 ‘95
ST debt (BRm) 2,5 2,7 — 0.2
LT debt (Rm) 107,3 04 234 342
Dabt equity ratio 0,40 nfa 005 0,06
Shareholders' interest 061 065 066 069
Int & leasing cover 2,2 7,6 9,8 6,1
Return on cap (%) 9,2 9,7 9,9 8.9
Turnover (Rm) 792 789 865 1029
Pre-int prohit {Rm) 438 461 615 89,7
Fre-int margin {%) 8,3 4,9 6,6 6,2
Earnings (c) 106,1 119,5 160,55 2116
Dividends {c) 53 59,5 80,25 105,75
Tangible NAV {c) 1095 1157 1374 1705

Mixed signals charactense the latest annual
report from Associated Furniture (Afcol)
Indeed, they are sufficiently variable to
raise real questions about the extent and
durability of the current economuc revival

To begin with, Afcol — 1n which SA |

Breweries holds 64% -— produced turnover
of just over Ribn 1n financial 1995 But the
trading margin dropped from 6,5% 1n 1994
to 6,2% — appreciable on this sum
Chairman Laure van der Watt says this
was due to serious uncertainty over the gen-
eral election period It was compounded by
“an unusually high level of order cancel-
lations” later as retailers reduced invento-
ries after finding the expected surge 1n con-
sumer demand didn’t materialise to the

LT

not saying
much about prospects

Afcol’s Eccles

G 777 K fe/Ic

S SR

extent expected

The net result was a taxed profit of R41m
(1994 R35m) — helped by equity account-
g of associates’ retained earnings, which
added R13m Attributables rose to R34m
(1994 R40m), wath EPS up 32%

One noticeable feature 1s that financing
costs nearly doubled, to R11,4m, on the
back of a large rise 1n medwum- and long-
term borrowings, to R34,2m Interestingly,
R19m was loaned to Afcol by parent SA
Breweries The loan — unsecured -- car-
ries a coupon of a modest 13,75%

The cash flow statement shows cash re-
tamed of R34m, applied against maintain-
ing operations (R26m}), expanding them

4 S g e QT SRR AT R TR T T

ERRMAA RN AL T AR BLADIRAD A4 R
1994 1995  souns 1y

(R2m) and acquiring the outstanding 50%
of office furniture-maker Kallenbach-
Hendler from Mathieson & Ashley (R20m)
and the remaimng interest of outside share-
holders 1n textile manufacturer Jatex That
leaves net financing raised of R14m and ex-
plains the rise 1n borrowings

As with all companies 1n this line of busi-
ness — and Afcol 1s SA’s biggest furmture-
maker — everyone waits for two elements
first, the long-awaited surge 1n house con-
struction, and, second, evidence of suffi-
cient confidence to generate a meaningful
recovery 1n consumer markets

The inescapable truth 1s that house con-
struction falls lamentably behind the
promises of politicians and 1s now as
chimencal as the FM has long forecast Van
der Watt and CE Tom Eccles politely give
shareholders the diplomatic runaround
housing 1s a government priority but 1t will
only “occur to a meanngful degree n the
medium term 7 What 1s that, 1f 1t isn’t
pussy-footing about?

And confidence 1s proving as elusive as
many feared A political revolution has
been sately navigated but 1s negated by se-
curity concerns This produces uncertainty
— never good for business

No wonder that, between them, Van der

Watt and Eccles contrive to say as Iittle as
possible about future prospects

On this basis, the interims will be exam-
med with more than average interest — be-
cause they may indicate real trends for the

ﬁl’St {ime David Gleason

BOLAND BANK
Aiming higher

Activities: General bank providing comprehensive
range of banking and trust services
Control: C H Wiese through Monex and Samgro

| Chairman: C H Wiese MD M S du P e Roux

Capital structure: 73,5m ords Market capital-
isatton R370m

Share market: Price 2750c Yields 24% on
dividend, 8,8% on earrmings, p e ratio, 11,4, cover,
3,7 12-month high, 2 900c, low, 1250c Trading
volume last quarter, 226 000 shares

Yeur to March 31 ‘92 93 94 ‘9§
Total deposits (Rm) 3029 3163 3457 3957
Total assets (RmM) 3496 3708 4000 4487
Taxed profit (Rm) 190 21,8 289 385
Earnings {c) 1413 1792 1804 2414
Dividends (c) 52 56 58 66
Tangible NAY (c) 1018 1918 2041 2151

Great changes have occurred — and are
continuing — 1n Boland Bank since current
chairman Chnisto Wiese bought control n
December 1993 At tins stage the changes
revolve around differences 1n strategic pol-
icy rather than the modus operand:

Operations of the bank continue as be-
fore, perhaps with more emphasis on cost
containment and productivity But since
Wiese appointed Michiel le Roux as MD,
innovation, new opportunity and rising
profitability are becoming more apparent
This has coniributed to the threefold in-
crease 1n share price over 18 months

Though earnings performance 1n finan-
clal 1995 was considerably better than in
recent years, 1t merely marked the begin-
ning of a dynamic growth phase Wiese
wants to make the bank a “sigmficant par-
ticipant™ 1n the financial services sector
That means making 1t a much bigger player
He has set about tripling the capital of the
bank to an intended Rlbn The first step
was the development in February of a re-
lationship with Malaysian company Land-
marks Berhad

This company, which has a market cap-
italisanon of about R2,3bn, bought 26.8%
ot Boland Bank’'s equity for R273m A post
balance sheet nghts 1ssue of 7,7m deferred
ordinary shares then raised R383m

FINANCIAL MAIL » AUGUST « 18 = 19952 93
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tow demand holds Afcol’s ‘E)roﬁt at 8.6%

cT(Pn) 2 [

BY LLEWELLYN JONES

Johannesburg = Weak demand m a highly
competitive market saw furniture manufactur-
er Afcol yesterday report an 8,6 percent
mcrease m attributable profits to R25,1 million,
for the six months to September

The directors said eshmates of private con-
sumption expenditure on durable goods
showed that spending on furniture products at
the retail level fell by over 7 percent mn real
terms m the past six months, compared to the
same pertod last year

r !

/38

Consequently Afcnl expenerited weak
demand, w1th sales and order levels well below
expectations The directors sard, howeves, the rate
of order nflow had already started improving

Turnover rose 4,3 percent to R538,2 mullion,
while trading profit rose 5,7 percent to
R32,9 mullion The company said 1t was able to
marntain its trading margins because of strin-
gent cost control measures

Earrungs rose to 95,9¢ a share (92c) while
cash equivalent earmings rose to 107,9¢
(106,6c) An interim dividend of 48c (46¢) was
declared

Ly
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Furniture
company

for listin
$ )CT(e)i3 %l?s

EWEL YN JONES

]uhannesburg — Pat Cormuck, the
largest single-site manufacturer of
domestic cabmet furmture m South
Africa, 1s to be listed on the JSE

A ‘private placing beginning
today'and running until November
24 aims to raise R20 milhon,
RI3milhon of which has been
earmarked for the upgrading of its
Brts faciity The balance will be
held to cover other expansion activ-
1tres in the future

Pat Cormick manufactures nat-
ural and synthetic veneered,
preassembled and compressed
wood  furmture,  supplying
furniture retailers with wall umnts
and bedroom swites aimed at the
middle-market consumer

The company, whach 1s controlled
by 1its executive dwectors Graham
Theobald and Timothy Brownlee,
has had 10 consecuttive years of

growth mn turnover and operating

proﬁt resultng m annual compound
growth of 37,8 percent and 39,1 per-
cent respectively since 1990,

The latest fiancial results for
the'year to August 31 show an oper-

{"ating profit of R8,9mullion off

turnover of R68,7 mﬂhcm e
.~ Thisyis forecast to grnw with'the

| expansmn programme now ‘beng”

implemented, ]

' 4 Support for growth has' been

provided by Fedhife Capital Fund as
an equuty partner since 1992




1l

The start of housing projects business assomates Units, which
under the reconstruction and de. consisted of ordinary shares and
velopment Programme would algg debentures, were 1ssued at 1250¢

sflstry “Once that Theobald saxd the money
starts, I beleve demand wil] out. raised wag €armarked for plant

(R3,1m) for the year to AugusE O mented over the Christmag shuyt.
turnover of R91,5m (R68,6m) down perigd and early 1996
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HL&H sells Farniture COMPAnNy

wonimn (758) 1 I

DURBAN — Hunt Leuchars & Hep-
burn has sold 1ts Durban-based Eagle
ture manufacturing company to a

consortium of businessmen for an un-
disclosed sum

A spokesman said yesterday the
consortium was led by Mike Decarle,
former manager at HL&H's Natal
Timber Processing

But it was not clear how many of the
plant’s 200 staff would be retamed

Retrenchmentshad gone through at

the end of January, the spokesman

Lg , and a second phase wag due to
start today

He said that as a decision had al-
ready been taken to close Eagle, HL.&H
could not expect employees to wait
around to see what might happen after
a possible sale.

The sale follows a major refocus
within HL&H, which has led 1t to put
its timber interests — worth at least
R300m — on the market

The group sold its Maritzburg-
based furniture manufacturing compa-
ny Baileys to alocal business syndicate
1n December




Baking, milling coloperative

orts turnover up 2(0°
ﬁeﬁnehiﬂa @ péb ’ g‘g

2o/al 9 L
BAKING and g co-opdrative Sasko lifted net
income before extraordinary items 16% to R50,1m for
the year to September despite a nse in erme and
incredsed competition from small bakers,

A
to list Sasko on the JSE eventually. The issue was
being debated by the ﬁo—o%eratwe’a farmer members
and a listing was unlikely before the end of the year.

The group lifted turnover 20% to R1,9bn from
R1,6bn, with greater political stability having facil-
itated access to markets, Net operating mecome 1n-
creased 49,4% to R65,6m. Interest payments of
R86 000) (R2m) left pre-tax income at R67,6m

The tax bill jumped 83% to R18,2m, leaving taxed
earnings at R49 9m (R42,7m), including income from
associated compames of R541 000 (R448 000).

an Basie Malherbe said greater mterna-
tional competition in the flgur market because of rel-
atively low tariffs would require the group to focus on
service levels and product quality.
. . Sasko was geared for the possible deregulation of
wheat_m_arkeging, but would suipurt the prineiples of
ar

the existing single channel m eting system until it
had been dismantled. The up’s major mvestments
are 1 wheat and maize mﬁo d bakeries, includ;

an
listed company Northern Bakeries, m whaeh it holds
aeuntrollmgagare *

Sasko, he said, would continye to develop value-
for-money products and explore diversification op-
portunities to complement 1ts culture and existing
activities, ’
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Furniture unions join forces
Renee Grawitzky qjgs)

IN A HISTORIC move, the Cosatu-ahigned Paper, °
Printing, Wood and Allied Workers’ Union and the’. .
Nactu-ahgned National Union of Furmture and Al-7
lied Workers’ Union (Nufaw) have jomned forees to putii
pressure on furnmiture employers to mcerease their fi- ¢
nal wage offer or face strike action. r
The leadership of the unions yesterday announced
their intention fo ballot more than 14 000 members: :
in the industry in. view of the failure of the parties'to,
reach agreement on wages 1n the Transvaal indus-
trial counal negotiations. ity
‘Despate the fact that the unions and emp oyer. as- >
seciation meet today to digeuss balloting procedures, '

the unions plan to march on the employer asSocr- «

ation’s headquarters on Monday Y

i
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PLAYING POSSUM FOR NOW

Despite a recent falloff 1n consumer
expenditure, evidence 1s popping up that
many people in the “emerging” and mass
markets are noticeably better off than
they were a few years ago

3 ACTIVITIES Makes furniture and compo-
nents that span the complete range of bed-
ding, case goods and upholstery products

~1 CONTROL SA Breweries 64%

*3 CHAIRMAN: L van der Watt MD R HCox

“% CAPITAL STRUGTURE 26,7m ords Market
capttalisation R587m

% SHARE MARKET Price 2 200c¢ Yields 4,6%
on dividend, 8,8% on earnings, p € ratio,
11,3 cover, 1,9 12-month high, 3 050,
low, 2 000c Tradmng volume last quarter,
149 275 shares

Year to March 31 '3 '8 '8 06
ST debt (Rm) 27 0407 0,16 0,02
LT debt (Rm) 224 234 342 162
Debt equity ratio 006 006 008 nfa
Shareholders’ interest 060 063 065 066
Int & leasing cover 53 98 61 160
Return on cap (%) i05 110 102 9,6
Turnover (Rm) 789 865 1023 1102
Pre-int profit (Rm) 506 61,5 69,7 755
Pre-int margin (%) 5,5 6,0 6,2 5,8
Earnings {c}) 1185 1605 2116 1946
Dividends (c) 59 80 106 102

Tangible NAY (c) 1154 1374 1705 1904

This increase i wealth 1s feeding an
appetite for matenal goods It favours the
growth of consumer-linked businesses
Analysts beleve the furniture industry
could be a beneficiary

In the past year, Assoclated Furniture

L e e s AT e e S e s T I T e T e T s R T L e T e A T e T Ty T T T T O S TP T O L A I L T I TR TR

Companies (Afcol) has played a warting
game Mindful of tight margins in a rela-
tively weak market, management insti-
tuted “resolute cost reduction pro-
grammes” throughout the group, says
executive chairman Laurie van der Watt

Savings from these, as well as lower fi-
nance costs, offset higher taxes in the
year to March and resulted ina 1% rise in
taxed income to R34,7m for the managed
companies But it wasn't enough to
counter thel3% drop in income from as-
sociates to R16,7m {32% of total income)
Total income was down 4% on turnover
up 7% to R1,1bn

Strong positive cash flow is reflected 1n
the robust balance sheet, which shows
net cash of R13,6m at year-end Borrow-
Ings of R43,7m were retired during the
year The improved asset management
shows In lower stock levels and a drop In
sundry debtors

Operations have expanded to include
foam operations In  Namibla and
Botswana Exports of textiles, mattress
springs and lounge furniture products in-
creased 21% to R40m and group MD Ray
Cox says they are expected to “show sub-
stantial growth” again this year

The group’s exposure to all aspects of
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cost reduction

Laurie van der Watt

programimes

The share price shd, losing about 30%

furniture — 1ts managed operations
between early Apni and mud-June, but it

cover the spectrum from bagasse-board
and component manufacture to the sup-
ply of finished goods in the dining-room,
bedroom and office furniture markets —
may be a mixed blessing Though 1t gains
when demand is strong, 1t 1s vulnerable
to cyclical downturns And the associate
holdings in Romatex and Isiand View,
which contribute almost a third of In-
come, boost its risk profile even further

has since picked up 10% to R22 On an
historic p e of 11,3, the counter is rated
lower than J D Group (13,1) or Profurn

(12,5) If interest rate cuts come through

this year and housing activity continues,
the furniture operations could show

stronger profits But associates still
haven't got thelr game together

Investors may want to stand on the
touch line for now Margaret-Anne Halse
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BY SHIRLEY JONES

Durban — Should attempts to sell
1ts KwaZulu Natal based furniture
manufacturmg operations fatl,
Hunt Leuchars and Hepburn
(HL&H) will dlose them, with the
Joss of 500 jobs

According to chuef executive
Neil Morris, no deaston has yet
been taken on the fate of erther
Eagle Furmshers in Durban or
Bailey’s Furrushers, one of the 10-
largest employers m Peter-
maritzburg A deqsion on man-
agement buy-outs of the two oper-
ations 15 expected tomorrow

The deasion to sell the two
operations, was part of a broader
strategy which would see the com-
pany divest 1ts timber mterests o
{ocus more closely on core food
operations .

Morrs said the two operations,
which were set up to manufacture
pmne furmiture for the export mar-
ket, were “small, mnsignificant
parts” of the company’s overall
restructuring

~ The operations delivered dis-
appomting results durmg the six
months to September 1995

Eagle Furrushers general man-
ager George Harrson admutted
that the controversy surrounding
the sale of HL&H's imber interesis
to Mond: and Sapp: had had a neg-
attve impact on the sale of the fur-
ruture manufacturers

Referring to the Competition
Board’s inquiry mfo the sale of
HI.&H's timber imterests to Sappi
ar;d Mondi, Morris said some
progress had been made but no
decision was mmmunerit

l.j. é
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Uncomfortahle?

em 2z1z]|a5
Hopes that a recovery in the firniture manu-

I facturing industry was in the offing have

expected

been set back 1n that sales have not soared as

Though big retailers such as the J D

| Group and Ellerines are turning m good fig-

benefit from the economic pick-up

ures, manufacturers are still waiting to

Federation of Furniture Manufacturers

executive director Winston Smuth says
The 1tems we manufacture account for
40% of retailers’ turnover The rest mainly

e ——————
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comes from white goods — stoves, refrige-
rators and washing machines ™

Yet retail furniture turnover 1s still ex- |

pected to rise from last year's R10bn to
R11,2bn this year, says Frans Jordaan, ex-
ecutive director of the Furniture Traders’
Association The inflation rate on furniture
and allied products, according to Central
Statistical Service, 15 3,7%

But Smuth says turnover for the wood and
upholstered furmiture manufactunng sector
will be R3,7bn this year, marginally up on
last year’s R3,4bn

“Mass production manufacturers were
busy 1n the last two months but that was a
seasonal upturn There is a close correlation
between houses built and furniture sold, and
we haven’t had as many RDP houses built

| as we were hoping for When they start |

building, things should take oft ™

The industry consists of 1300 factones |

but major players are Afcol, Airflex and the
recently listed Pat Cornick

Eric Ellerine, who chairs Ellerine Hold-
mgs, which has 412 branches and accounts
for 9% of the retail furniture industry’s
turnover, also says there has been a large
increase 1n sales of white goods, because of
electrification

“Things aren’t runmng away But so far
we have been exceptionaily busy” In 1ts fi-
nancial year to August, Ellerines recorded a
21% nise 1 earmngs, after abnormal 1tems,
to R95,6m

David Sussman, MD of the J D group,
whose earnings from its 535 branches rose

65,1% to R113,5m 1n 1ts last financial year,
1s more upbeat “Our financial year starts
on July 1 and we are 21% up on last year to
the end of November,” he says “So far our
December trade 1s 16% up on last year”

He rates the chamns in the group by the
way they perform 1n the hire-purchase mar-
ket and claims all s1x are increasing market
share He rates Bradlows at the top, Rus-
sells and Joshua Doore 1n the muddle and
Electric Express (a new chain), Price &
Pride and Score Furnishers at the bottom

Industry pundits say unreasonable de-
mands by unions 1n furniture manufacturing
led to mcreased mechanisation The number
of employees dropped from 28 305 1n Jan-
vary 1991 to 23 078 at the end of June this
year |

—_— el

- _ —
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. productivity helps get Pat

Cornick out of the W d
(188 @f@&)ibllaﬁ?‘z

the cabmet—furmture manufac- costs arsing from the deprecia-
turer first Listed on the JSE last ol of the rand

November, posted carnings of He expected results m the
155,8¢ a lmked unit i the year to year shead to better reflect the
August 31, margmally above s full financial effect of capital m-

154.8¢C prospectus forecast vestments made n the past finan-
Pro forma earnngs the prevl- cial year
ous year were 127,9¢ a hmked «productivity and plant ¢a-

umt Turnover rose 33,8 percent pacity 1mprnvements have nNOW
to R91,1 mihon and operating been achieved,” sa1d Theobald
profit:was up 33,9 percent to “«The business hasan en-
R11,9 milwon hanced potential 10 make further
Graham Theobald, Cornick’s market share gais In a relative-
chairman and chief execullve, 1y poor market environment the

sandsyesterday that the enhance- current order hook 18 at a sound

ments 1n Process, product and level” 1

1



Leading leather company
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Roy CokaYNE

Pretoria — Eagle Ottawa
Leather, one of the world’s lead-
Mg suppliers of automotive
leather, has mvested more than
R20 million i South Africa to es-
tablish a plant m Ekandustria
near Bronkhorstspruit

Sam Wells, the plant manager
at Ekandustria, about 60km east
of Pretoria, said the operation at
the 12 400m2 premises would
eventually employ 120 people It
would process more than 5 000
cattle hides a week, which repre-
sented the leather content of
about 3 000 vehicles, when 1t was
mn full production next year.

He said the plant would fea-
ture the latest manufacturing
technology, including a continu-
ous coatmg line and modern test-
mg equipment

Fraser MacKenzie, the vice-
president of sales and marketing
for Eagle Ottawa worldwide, said
the :immedate production of the
plant would mvolve hides partial-
Iy processed by the group’s
operations outside South Africa

But he said the group would
be investigating the possibiiity of
processmg South African hides

MacKenzie said the South
African operation would be
supplying leather kits to Ford m
Burope on an export programme
and to SA Trim, a subsidiary
of BMW South Africa, on a

2
ver contrac

MacKenzze said the local mar-
ket was growing and leather was
a luxury-demand 1tem for the mo-
tormg pubhic, thouzh the govern-
ment-sponsored motor industry
development programme would
lead to greater participation
the export market

MacKenzie said the pro-
gramme was a business-supply
generator and exports were like-
ly to be the mamm market of the
group’s South African operation
n the short term, but this would
shift to the local market “gver
time”

Anders Sergerdahl, the presi-
dent of Eagle Ottawa Leather,
said the plant was the first Eagle
Ottawa mtegrated cut-and-fimsh
and contract-sewing faciity m
this part of the world It would
enable the group to mmprove its
Service to companies producing
vehicle mterior trim 1 South
Africa and throughout the Asia-
Pacific region and Europe

The South African plant 1s
part of Eagle Ottawa Europe
Eagle Ottawa Leather, founded mn
1865 and with 1ts headquarters m
Grand Haven, Michigan, 1s pri-
vately owned and a division of
Albert Trostel & Sons m Milwau-
kee, Wisconsin

It operates nine manufactur-
mg facilities and 10 sales offices
In North America, Asia-Pacific,
Europe and South Afriea




Kolosus sees big rise in n
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Nicola Jenvey

DURBAN -—- Food and leather
group Kolosus Holdings lifted net
mcome to R23,9m from a R5,1m
loss for the six months to last
month after absorbing the R27,4m
restructuring costs associated
with the Silveroak Industries pur-
chase last year, chairman Hannes
Besselaar said yesterday

The Kolosus group consists of
three wholly owned divisions, —
namely brand investments, food
technologies, and leather re-
sources — which are engaged 1n
ﬁlruceaﬂm natural protein and re-

ted products.

Earmings a share on net income
rose dramatically to 39,9¢ from an
8,6¢ loss, but remamned virtually
static at 39,9¢ (1995 37,1c¢c) when
the effects of an exceptional item
were discounted

Shareholders were not given
any explanation for the decrease

i - He il ——— A ———,

to 3e (11c¢)of Eruup declared 1n-
terim dividen

Turnover exceeded the Rlbn
mark for the first time (R936,1m)
as the group benefited from hagher
export prices associated with the
depreciating rand

The Silveroak integration,
completed by the end of the pre-
vious financial year, also mm-
proved JJroductlﬂty and lowered
cost and management structures,
Besselaar said

“The benefit of this rationalisa-
tion and restructuring has been
the group’s positioming as a major
player within the leather indus-
try, not only in SA but interna-
tionally,” he sand

Operating income rose 20,1%
to R50,9m, but a 44,5% hike 1n fi-
nance charges to R28,6m left the
group’s mncome before taxation at
R22,2m (R22,5m).

Kolosus again deferred taxa-
tion owing to 1ts assessed losses

eLincome

ted the group would be-
come hable for tax during the
1998/99 tax year.

Besselaar said gearing had
been affected negatively by the
last payment of R40m plus inter-
est for the Silveroak purchase, as
well as increases 1 local and 1m-
ported raw maternal stock prices
and higher debtor values due to
the weaker rand.

Strict working capital manage-
ment had resulted 1n a reduction
of stock levels and a net positive
cash inflow would lower gearing
by year-end in comparigon with
the last financial year

Besselaar said 1 terms of the
shareholders’ agreement, Silver-
oak would acquire the remaiming
shares in Ladysmith Lingens
Leathers, subject to certam sus-
pensive conditions

He said the group would pro-

vide shareholders with full details -

1 a circular.
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Kolosus raises eamings by

7,0% earin Ses
.IO:N 5( QR /?ﬁ ?’? mggmgﬁrb perc t to

Johannesburg — Kolosus Hold-
1ngs, the food and leather pro-
cessing group, hifted earnings by
7.8 percent to 39,96¢ a share m the
six months to November 30

The comparison exciudes
R27,4 milhion of restructuring
costs written off n last vear’s m-
terim period.

The 1nterim dividend has
been slashed from 1lc to 3¢ a
share evidently with a view to
Easmg 1e group’s cash-strapped
position

«~On turnover which grew
10 percent to R1,03 billion, operat-

R50,9 miilion, but a steep 44,5 per-
cent mcrease i finance charges
to R28,6 milhion sharply reduced
the bottom line advance

The directors said vesterday
that gearmg had been negatively
affected by the final payment of
R40 mallion plus mnterest for the
purchase of Silveroak Indusiries,
mcreases 1 local and imported
raw material stock prices and
higher debtor values because of
the decline 1m the value of the
randt --

In the past two years, the Kolo-
sus share price has slumped from
R7 to yesterday’s R2,82 close
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seld Beares its Ioss-makimng far-
ruture chain, for R390,1 million to
Amrel the furmiure arm of SAB,
the eempames said }resterday
In a parallel transaction, SAB
disposed of 1ts 67,9 percent stake
in Amrel to a consortium of
mstitutional and other mvestors
The merged group, the largest
furmiture and apphance retailer
1n eeuthern Africa with 673
stores and 11 percent of the mar-
ket, will retain the Amrel listing
but will be renamed
Chris Wells, the newly appoint-
ed chnef executive of the new fur-
niture group, said McCarthy
Retail would retain 34,9 percent of *
the 1ssued share capital of the
merged company and have an
optionito acquire a further 17 per-
cent. The consortiun would have
a 44,1 pereent stake
7 féald the merger had been
negetlated very quickly, and the
; epmnym structure for the group
would how be developed ;
LA We]]s said the group was hke-
1 1y to benefit from the ranenallsa-
itlen of brands and SIgmfieant
' cost reduetlens, which would
create a low-cost base retailer
'withithe potential to i1mprove
'operating margins
g The new company was hikely
te retam the larger brands such
'as Bearee Farmiture Game and
Savells, prevmuely under
MeCarthy ownership, and Furni-
r‘ture City, Geen & Richards, Lubn-
ters ang Early Bird, w1th111 the
Amre] stable |
Terr:,r Rosenberg, McCarthy’s
chlef executive, also said Mc-
Cartlw Greup, the listed pyramd
with MeCar‘hy Retail as 1ts only
mveetment was to be unbun-
dled, delisted and voluntarily hg-
ulutlai"e@+ | |
Techmcally the group pyra-
mid sheuld have traded ata 30 per-
cent prenuum but had been frad-
ing at just 2 percent to 3 percent
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lkea may

still spend

R200-m,

says DT
38

ALIDE DASHOIS I
Bu-re- EDITOR

ALG 1016198
The announcentent
furniture group Ikea would spend
R13-billion in South Africa was a
mistake, but furniture makers
could still get a R200-mllion
boost from the group, the
Department of Trade and
Industry said today. .

Tn 1ts first written acknowledg-
ment of the original error, the depart-
ment's directorate of communlca-
tions said the R13-billion announce-
ment by Deputy Minister Phumzile
Mlambo-Ngcuka after her return
from a visit to the Nordic countries
on June 1, was “mcorrect” |

The department said 1t had mnter-
preted a statement by Ikea represen-
tatives to mean that the group’s
entire five-year mvestment budget of
R13-billion would be spent 1n South
' Africa, “because of the contexiin
which our discussions were
ensumg” 1

«“What we reported to the pubhic
was what was reflected 1 our notes
from the meeting ”

South Africa was one of the mar-
kets 1n which Ikea saw potential for
erowth, the department said

The s1ze of Ikea’s investment
would depend on what South Africa
could offer

At present Tkea bought pine prod-
ucts from suppliers in Cape Town,
Johannesburg and Durban to the
value of 100 million Swedish kKroner
(R66-mi1llion) a year

“They can easily mcrease the pur-
chasing to 400-miliion to 500-maliion
Swedish kroner (R266-m-R333-m) a
year, more if they start buying tex-
tiles as well,

“From our meeting m Sweden, it
was agreed that Tkea would be visit-
ing South Africa i September, and
that the Department of Trade and
Industry would arrange meetings
with furniture manufacturers

“We are currently holding conver-
sations with furniture manufactur-
ers, especially small, medium and
micro enterprises, i order to better
prepare them for the forthcoming
meeting with Tkea,” the department
said.

——
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BESET BY DEM
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S' snare price was

A year ago Kolosus’
600c It has since plunged 52% to 286¢ de-
spite the ostensibly sensible Silveroak ac-
quistion Why? In essence, 1t has been
plagued by controversy

On the face of 1t, the takeover meant
the group could rationalise its oid main
business of meat processing and distri-
bution and, 1n vertical diversification,
shuft focus to the leather Industry

That was MD Tito Vorster's master
plan He has stuck to it and it seems to be
working But a numper of ISSUEs, some
self-inflicted others apparently unfore-
seen, have hindered progress

First there was hystena about the ef-
fect “mad cow” disease would have on
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beef sales Last March the scare helped
to depress the share price, which had
then just tipped below Ré Kolosus dis-
missed the fears by confirming that 60%
of sales came from leather and 40% from
meat, only half of which involved beef

In August, results for the year ended
May 31 1996 not only showed a major,
once-off, reconstruction cost of R28,2m,
they also highlighted a 92% ncrease in fi-
nance charges These cut net income
from R46,3m 1n 1995 to R14m Gearing
rose 1o an excessive 1 1

Within days came news that the Com-
petition Board had begun a formal mmves-
tigation of the Silveroak deal — after ap-
proving it nine months earlier

Another bombshell arrved last August
One of the world's biggest automotive
leather processors, Pennsylvania-based
Seton, was to bring a US$100m action
agamst Silveroak in the International
Court of Arbitration 1n Paris

In 1994, before Kolosus entered the
picture, Seton bought into a joint venture
In a Silveroak subsidiary — Ladysmith
Leathers (L1) It created covenants to
prevent LL from competing with itself
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The second-half performance was
helped by the weak rand providing pro-
tection against imports and extra Income
from substantial new bulk hiquid storage
capacity commissioned in the closing
months of the year

Improved demand later m the year re-
flected in turnover growing to 10%, more
than double the first half's 4% Thus prob-
ably understates the underlying position
ds & seven-week strike took its toll 1n the
second half

In the circumstances, the buoyant op-
craling resuits of the April-September
period are noteworthy as they underline
how much cost-cutting and improved ef-
ficiencies contributed to recovery

Overall, IVH appears to have emerged
from a traumatic yeéar in much better
shape

Charrman Brian Connellan views eco-
nomIC prospects for the new year as not
“greatly cncouraging ” So success ach-
ieved m 1mproving global competitive-
NEss 1s crucial to any assessment of fy-
ture results

He 15 nevertheless Optimistic that
sound real earnings growth will be at-
tained mn 1997 based on the outlook for
Island View Storage, which will benefit

|_from a full year's contribution from 1ts re-

-— .‘h-

construction of a tank farm

The annual report does not disclose
the group’s planned capex bill for 1997
but, with a strong cash flow and net cash
resources of R13,5m (1995 R21,7m) at
the financial year-end, the balance sheet
15 likely to remain ungeared

There 1s little doubt 1VH has come to
terms with the problems that hit the 1996
INténm profits but investors have been
unforgiving The dumping of the share,
which drove the price down from R25,50
last January to R16 1n May may have
been justified given the disapponting re-
sults for that period but the lack of recog-
nition for what has been achieved since
then is puzzhng

An unconvincing rally soon fizzled and
by December (after release of the full
year’s resuits), the price had slumped to
anew low of R15,60

The rating might improve if reporting
standards are broadened to include 3 di-
visional breakdown of results, still, one
would expect some upward potential for
a share which has a forward p € probably
not much above 10 n a market where
the averagep e1s 14,5 Bran Thompson
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Kolosus
pitches for
Ladysmith

Durban — Kolosus Holdings,
the aggressive food and tan-
ning group, was.expected to:
announce its acquisition of
Ladysmith Leathers, the motor

vehicle leather producer, for .

about R50 malhion today, market
sources said yesterday

They said Setom;.the giant
USleather company, had earhier
given Kolosus the ultimatum:
“Buy us out or we buy you out ”

This move will mark the
conclusion of the tussle for
Ladysmith Leathers.

Ladysmith Leathers was
established in 1995 with the
acquisition of Silveroak —

which jointly owns Ladysmith
Leathers with Seton — by Kolo-
sus for R106 million

Kolosus subsequently sold
Silveroak and 1ts 50 percent
stake 1 Ladysmth Leathers to
an undisclosed outside party,
who 18 expected to buy the
remaining stake from Seton
and then sell the entire compa-
ny back to Kolosus.

Robert Appelbaum, Seton’s
local attorney, said m terms of
the original shareholders’
agreement between Sefon and
Silveroak, Seton had given Sil-
veroak 60 days to buy its shares
1 Ladysmith Leathers, or Su-
veroak ‘would be forced to sell
its stake to Seton This 60-day
period ends tomorrow, but
Seton has extended it untit the
close of busmess on Monday

Ronnie van Rensburg, the
executve director of finance at
Kolosus, refused to give details
of the proposed deal, but said
the acquisition of Ladysmith
Leathers would be a big boost
to the company’s Income.

The company put out a cau-
tionary yesterday that it was
mvolved ‘m-ne gotlatmns with~
Silveroak to acquire a ‘100 per-
céntii'stake 1 Ladysmith
I.eathérs and that the move
could have a positive effect on
the share price
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THE acquisition of Ladysmith Lindgens
Leathers and Lindgens Ladysmith Trim-
ming by Kolosus Holdings, the integrated
leather and food group, weould boost the
group’s direct and indirect export earnings
from leather to more than R800m a year,
Kolosus Holdings MD Tito Vorster said
yesterday
- Kolosus had bought the enfire share-
holding of both compames for R25,8m from
Silveroak Industries

Sitveroak was a member of the Kolosus
group until mid-1995
» oSlvercak had acquired the remaming
50% shareholding m the two companies
Irom Seton for R12,5m, prior to the pur-
chase by Kolosus
. _Vorster said the acquisition marked an-
other phase n a strategy to reposition Kolo-
Sus as a rand hedge, export-orientated or-
gamsationratherthan a predominantly red
meat company
" “Inarelatively short pertod Kolosus has
made significant progress It has divested

Ieather exXports glven boost
:Edward West @S’) &ﬂ 9‘?

1tself of 1ts holdings 1n the retas] and whole-
sale red meat industries and focused on
manufacture 1n the meat and leather pro-
cessing industries,” he said “In only 24
months 1t has captured a substantial share
of the automotive leather market ”

The acqusition of the two companies
would add substantially to the manufactur-
Ing capacity the group aiready had through
1ts ownership of King Tanmng Company In
addition, Kolosus would benefit from
economies of scale arising from the aggre-
gated operations of the two companes and
the synergies offered, sard Vorster

“The Competition Board was consulted
about our intentions ”

The Competition Board was Investigat-
Ing a downstream activity in the Kolosus
group relating to the control of certain ma-
tertals and their supply to Lindgens

“Vigorous” inttiatives would be pursued
to expand its food-processing operations to
the status of an mternational player, bal-
ancing the leather and food exposure 1n the
process, he said

e
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Dales locks
out striking
workers .
ciee lq,]qq

FRANK Nx

QLN IR
Johahnesburg —Males Furm--

ture Stores yesterday locked out
workers belonging to the Distrib-
utive, Catermg, Hotels and Allied |
Workers’ Union (Dichawu) at 1ts
Gauteng branches after union
members went on strike'on Fri-
day fn]lnwmg the breakdown of
wage talks the umon said ;
THe unton 1s’demanding an
merease of R250 a month across
the-board or a wage of R1500 for
all its members The company 15
offering a R130 mcrease a month
- Efforts.to break the deadldck
on Saturday failed and the union
sard management ‘threatened to
apply for voluntary hquidation 1f
workers did not go back to work
The company clamms 1t cannot
mest wnrkers demands because
of financial difficulties and’ the
only way out 1s voluntary llqul—
dation The umon disputes this
“We believe the company 1s n
a strong financial position to
meet our demands Recently they
empluyed two people and sup-
plied them with brand-new com-
pany cars,” said Oscar Malgas,
the Dichawu national organiser
Bradley Nurock, a cumpany
spokesman, was tight-lipped on
the stnke “I have no comment tD
make at this stage ”
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Furniture ind
Lucia Mutikani ng

THE Furnmiture Traders’ Association of SA had asked
government to scrap the 10% munimum deposit on
hire purchase to stimulate furniture and household
apphances sales, executive director Frans Jordaan
said yesterday

“We submutted our request to government m Apnl
and consultation 1s under way,” he said

The scrapping of the deposit was unlikely to result
In further overcommtment to credit by consumers,
which bas been attmbuted to a slowdown 1n demand
in the retail sector

“It will not make a difference The whole thing
does not hinge on whether a man has a deposit, but
whether he 1s creditworthy,” he said The deposit was
more of a nuisance than anything else for retailers
and consumers. |

“We would prefer to stop or reduce personal loans

and bring instalment sale transactions within the

ambit of the Credit Agreements Act, as this would
afford more protection for consumers as well as re-
tarlers,” Jordaan said
_ However, he said a mmonty of members felt a
deposit was necessary. “They feel that the customer
should have an equity in the goods It 1s a valid ar-
gument and their views are known to government ”
He understood other industries were also lobbying
government to scrap or reduce the minimum deposit

I —_—— -

try lobbies 2ot

Although he%n d ;‘j;lm?n Iy 1dentify them,

they were hkely to imnclude the motor and jewellery
mdustries Jordaan described the furmture and
household apphances sector as a “httle bit” volatile 1n
terms of sales “All companies which have released
results lately have shown improvement except Mec-
Carthy Retail, whach had to incur mayor expenses to
accommodate the repurchase of its debtors book
whtch should be regarded as a temporary setback ”
Jordaan said lgh interest rates, unemployment,
overcommitment u? consumers to credit and the slow
delivery of housing continued to affect the mdustry
negatively He said the industry was anxiously wait-
g for an interest rate cut “If there 15 a 2% reduc-
tion, 1t wall benefit the industry and the country ”




Furniture maker sta

Man Gerz E/T( 6 R‘) %%l!h?ﬁé{ﬂ of further produc-

Johannesburg — Pat Cornick,
the furmiture manufacturer, 1ift-
ed earnings m the year to August
31 for the 14th year in a row, the
company said yesterday

“The growth pattern contin-
ued at historical levels through a
further gam 1n market share and

tivity improvements,” 1t said
But margins dropped to
11,7 percent from 13 percent as
competition mtensified m a de-
pressed market Operating profit
rose 38 percent to R16,5 million,
from R11,9 million as turnover
grew &4 percent fo R141,6 milhon,
from R91,8 million Earnings a

ys on. ggwth track

linked unit rose 22 percent to
190,2¢ from 155,9¢

During the year, the group
bought Future Bedding and
70 percent of Grant Andrews Of-
fice Furniture The company said
it would continue buymg strong
performers to which 1t could add
value through its marketing and
manufacturme experience

_ [ ———"
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HOUSE OF BUSBY Ogg)

Building a
happy home

53-year-old Busby decides to move
in with toddlers Will this work”

What is striking about soon-to-be-hsted
House of Busby 1s that its two constituents
— Busby Leathergoods and Handbags Inter-
national — are from different generations
Busby was established while World War 2
was still raging For the past 36 years it has
been under the control of one man, Max
Stange Handbags has four different busi-
nesses aged 13, five, four and three years,
and brings promise more than anything
The merged management 1S predictably
optimustic about the fit, and say they put a
lot of thought into finding the nght com-
bination Busby's personal leather goods
will Iink into Handbags' distribution and

retall network, enabling both to expand
Executive chairman Max Stange says

Busby intends to add products like luggage,
belts, handbags and leather jackets to its
range after the merger Busby now func-
tions mainly as a design house, outsourcing
90% of production, to cut costs

Handbags distributes various brand
names to 24 retail chains as well as 11s own
stores, and hopes to secure rights to others
It has five Luvit Stores, which sell branded
handbags, luggage and allied products, and
two Fendi shops, which sell accessories

“Fend: 15 the third-biggest fashion house
in Italy We like to think we were selected
by Fendi because of our vertically inte-
grated retail and distribution experience,”
says non-executive director David Brouze

CEO Keith Brouze says accessories ac-
count for 3,6% of retail sales in SA, com-
pared to 7,0% Iniernationally He expects
the local market to grow by 20%-25% In the
next few years, to catch up

e 10|07

The forecast in the prospectus 1s for EPS

growth of 37% in the year to junc 30 1998
Management 15 targeting further growth of
30% for the foreseeable future, through
synergles, development of current brands,
acquisition of brands and complementary
busimesses The group will have R40,5m
cash after the listing, which nvolves a
R25m private ofter, a preferential offer for
R2,5m and a public offer of R7,5m

The forecast does not include any boost

from the newly secuted Guess brand, which

the directors clatm 15 one of the world’s
fastest-growing brands Two dedicated

Guess stores are planned for this financial
year and 12 more over the next five years
House of Busby is 1ssuing shares at R2,
on a pe of 13,6 and forward pe of 9.9,
which seems cheap compatred to the stores
sector average of 20,6 But bear n mind
this sector 1s dommated by estabhshed
large retailers like Wooltru, Pepkor, Met-
cash and Edgars, and 1s braced for an
Interest rate cut Also, House of Busby will
hold much of its cash back for more €X-
panston, with dividends covered four times
Though the company has shown average
growth of 76,5%/year In operating profit for
the past five years, this 1s off a low base and
the relative youth of the group leaves room
for doubt It 1s uniikely, therefore, that an
immediate rerating 1s mn order Investors
may do well to sit out the listing, and

catefully ime any buy Stuart Rutherford
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