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KEY FEATURES 

Â Brand portfolio underpinned a sound performance in a challenging 

environment; 

Â I&J improvement largely from the weaker Rand and lower fuel costs; 

Â Sound sales momentum of key grocery brands in regional markets; 

Â Revenue up 6,5% to R6,39 billion; 

Â Operating profit up 13,0% to R1,30 billion; 

Â Cash from operations up 14,3% to R1,50 billion; 

Â Capital expenditure of R559,8 million on efficiency, capacity and retail 

stores; 

Â Return on capital employed of 28,1% for 12 months to December; 

Â Headline earnings per share up 11,3% to 281,6 cents; 

Â Interim dividend up 13,6% to 150 cents per share 

http://my.avi.co.za/Marketing/AVIGraphicsLibrary/Lifestyle Images/07_171.jpg


RESULTS HISTORY  

Â Compound annual growth rate from H1 F05 to H1 F16 of 16,6% 

Â Operating profit margin increased from 10,0% in H1 F05 to 20,4% in H1 F16 

Operating profit history  
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RESULTS HISTORY  

Â Sustained returns including increasing capital expenditure to support growth and efficiency 

Return on capital employed 
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RESULTS HISTORY  

Â Consistently strong conversion of earnings into cash 

Earnings to cash conversion 
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RESULTS HISTORY  

Â Based on share price at end of each year 

Â Total dividend yield includes payments out of share premium and special dividends 

Â Excludes share buy-backs 

Dividend yield (Year end) 
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RESULTS HISTORY  

Â Effective payout ratio from F05 = 88% of headline earnings 

Returns to shareholders 
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Group Financial Results 



Revenue  6 393,0            6 002,2               6,5 
Gross profit  2 892,8            2 671,0               8,3 
Gross profit margin %                                                    45,3                    44,5                 1,8 

 
Operating profit  1 302,1            1 152,3             13,0 
Operating profit margin %                                            20,4                    19,2                  6,3 

 
Net financing cost                                                 (54,9)              (29,7)             84,8 
Share of Joint Venture   16,1                  5,8             177,6 
Capital items    (7,4)                 (1,9)                
Effective tax rate %                                                        28,5                    28,7 

  
Headline earnings                                                903,4              804,8               12,3 
HEPS (cps)                                                                      281,6                 252,9                 11,3 

 H1 F16 H1 F15 
 Rm Rm   %D 

GROUP FINANCIAL RESULTS 
Income statement  



GROUP FINANCIAL RESULTS 
Movement in group revenue 

Â Price increases taken to protect gross profit margin 

Â Volume pressure in constrained environment 
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GROUP FINANCIAL RESULTS 
Movement in gross profit margin 

 

Â Price increases taken to recover accumulated cost pressures 

Â Normal hedging activity provided shelter against Rand weakness and volatility 

Â Grocery business includes benefit of weaker Rand in I&J 

Â Procurement savings ameliorated impact of weaker Rand and labour equalisation costs 
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GROUP FINANCIAL RESULTS 
Gross profit margin history 

Â Margin improvement from focus on selling prices to offset accumulated cost pressure 

Â Ongoing focus on costs and efficiencies to protect gross profit margin 
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GROUP FINANCIAL RESULTS 

Â Includes advertising and promotions, co-operative expenditure with customers and marketing 
department costs 

Â Total expenditure for H1 F16 was R356,4 m compared to R312,1 m in H1 F15 

Marketing expenditure 
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GROUP FINANCIAL RESULTS 

Â Entyce: Higher selling prices and creamer volume growth 

Â Snackworks: Higher selling prices and sweet biscuit volume growth 

Â I&J: Benefit of weaker Rand and lower fuel price 

Â Personal Care: Higher selling prices and strong owned brands performance 

Â Spitz: Higher selling prices and footwear volume growth offset by increased cost base 

Â Green Cross: Poor wholesale demand and higher fixed cost base to support long-term growth 

Operating profit 13,0% up 
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   H1 16 H1 15 
   Rm Rm   %D 

GROUP FINANCIAL RESULTS 
Cash generation and utilisation 

Cash generated by operations 1 497,2 1 309,6     14,3 

Working capital to revenue %                                       21,8                 20,8                  4,8 
 

Capital expenditure 559,8 225,8            147,9 

Depreciation and amortisation 168,3 151,2              11,3 
 

Net debt                                                              1 549,5            441,2     

Net debt / capital employed %                             26,4                9,0  
 

Interim dividend ς cps 150                132              13,6 

Special dividend ς cps ҍ 200  

 
Â Good conversion of earnings to cash 

Â Increased capital expenditure due to I&J vessel payments 

Â Gearing in targeted range  



Cash flows 

GROUP FINANCIAL RESULTS 
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Capital expenditure and depreciation 

GROUP FINANCIAL RESULTS 

 

Â Continued investment in manufacturing capacity, efficiency and retail stores 

Â Expenditure in respect of new I&J vessels of R257,5 million in H1 F16 

 

Capital expenditure and depreciation 
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Key capital projects spend summary 

GROUP FINANCIAL RESULTS 

 

 

* Detail in information slides 

H1 F16 

Actual 

Rm 

H2 F16 

Planned 

Rm 

F16 Total 

Planned 

Rm 

Tea packaging line replacements and upgrades   15 20 35 

Additional creamer capacity   12 ҍ 12 

Biscuit line capacity and process improvements   72 122 194 

Rosslyn snacks factory upgrades   14 ҍ 14 

I&J vessel dry-docks and upgrades 1 14 15 

I&J vessel replacement * 258 3 261 

Danger Point abalone farm expansion 5 24 29 

Indigo distribution centre upgrade     9 10 19 

Bryanston campus extension   20 39 59 

Back up power   10 35 45 

Retail store additions and refurbishments   35 44 79 

451 311 762 



GROUP FINANCIAL RESULTS 

March 2016 to  

June 2016 

July 2016 to 

December 2016 

January 2017 to 

June 2017 

% Cover % Cover % Cover 

USD imports 85% 46% 1% 

EUR imports 84% 44% 2% 

USD exports 81% 64% 12% 

EUR exports 69% 64% 19% 

Foreign exchange hedges 

 

Â Consistent hedging philosophy provides stability to manage gross margins 

Â Increasing cost pressure on raw and wrapping materials as current import 
hedges are utilised 

Â Improvement in I&J export earnings as current export hedges are utilised 



Raw  materials Packaging 
Other cost of 

sales 
 Total  H1 F16 

Entyce     1,2   6,4   2,7 10,3 

Snackworks 13,9   9,7   3,5 27,1 

I&J   1,8   0,9   0,7   3,4 

Indigo   0,6   3,0   1,5   5,1 

Spitz     ҍ     ҍ   1,6   1,6 

17,5 20,0 10,0 47,5 

Procurement savings (Rm) 

 

GROUP FINANCIAL RESULTS 

Â Savings measured against prior year actual cost 

Â Savings partially offset by: 

Ç labour equalisation costs of R24 million in H1 (full year estimate 
R58 million) 

Ç margin pressure in constrained environment 



Performance and prospects 



Income statement 

H1 F16 
Rm 

H1 F15 
Rm 

%D 

Revenue 1 728,1 1 568,9          10,1 

Operating profit  351,0 312,1         12,5 

Operating profit margin % 20,3 19,9          2,0 

Â Constrained performance from tea 

Ç Category volumes under pressure at higher price points 

Ç Significant input cost pressure from rooibos and weaker Rand 

Ç Some consumers switching to value-for-money offerings 

Ç Margins largely protected by selling price increases and currency / 
commodity hedges 



H1 F16 
Rm 

H1 F15 
Rm 

%D 

Revenue 1 728,1 1 568,9          10,1 

Operating profit  351,0 312,1         12,5 

Operating profit margin % 20,3 19,9          2,0 

Income statement 

Â Resilient coffee performance in competitive category 

Ç Selling price increases taken to protect margin 

Ç Growth in premium coffee ς Hug In A Mug speciality range 

Ç Volume pressure in mixed instant coffee 

Ç Margins largely protected by selling price increases and currency / 
commodity hedges 

 

 



H1 F16 
Rm 

H1 F15 
Rm 

%D 

Revenue 1 728,1 1 568,9          10,1 

Operating profit  351,0 312,1         12,5 

Operating profit margin % 20,3 19,9          2,0 

Income statement 

Â Strong creamer result 

Ç Category and market share growth underpinned by capacity and good 
service levels 

Ç Margin improvement with disciplined price management and volume 
leverage 

Ç Lower commodity costs offset weaker Rand 

Ç New capacity commissioned September 2015 



% ɲ 

H1 F16 vs H1 F15 
Comments 

Tea revenue growth 10,9 

Volume  (2,4) Increased market share; category decline; 

growth in value-for-money teas 

Ave. selling price 13,5 Increases in response to cost pressures, mainly 

rooibos raw material and weaker Rand 

Coffee revenue growth 6,0 

Volume  (1,6) Pressure on affordable brands offset by growth 
in speciality coffee range (Hug In A Mug) 

Ave.  selling price 7,7 Price increases in response to cost pressure, 

mainly weaker Rand 

Creamer revenue growth 19,7 

Volume  10,4 Category growth and increased market share 

supported by capacity and high service levels 

Ave. selling price 8,4 Price increases in H2 F15 

Sales volume and selling prices 

 



Market shares ς value 

 
ÂMarket shares ς value 

 

35.9% 

53.5% 

22.8% 

39.1% 
36.5% 

55.5% 

23.2% 

46.3% 

0%

10%

20%

30%

40%

50%

60%

Five Roses Freshpak Frisco Ellis Brown

H1 F15 H1 F16



Raw material costs 

Cost impact of raw materials and commodities consumed in the period (H1 F16 vs H1 F15): 
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Â Tea cost increase mainly from higher rooibos prices due to constrained supply and 
export pricing opportunity 

Â Currency hedges protected against Rand weakness and volatility 



Prospects for H2 

Â Tactile price / volume management in constrained and competitive 
market 

Â Further cost pressure from higher rooibos raw material and weaker Rand 

Â Incremental innovation 

Â Continued focus on export business 

Â Projects 

Ç Ongoing upgrade of tea packing lines ς capacity and efficiency 

Ç Procurement initiatives 



Performance and prospects 



H1 F16 
Rm 

H1 F15 
Rm 

%D 

Revenue 1 954,2 1 825,1             7,1 

Operating profit  368,7 339,5             8,6 

Operating profit margin % 18,9 18,6            1,6 

Â Good biscuit performance in constrained environment 

Ç Volume restrained by higher price points 

Ç Volume growth from sweet biscuit  launches and line extensions 

Ç Labour equalisation costs ς R17 million 

Ç Project activity impacted savoury biscuit service levels 

Ç Good progress on capital projects ς capacity, quality, efficiency 
 

Income statement 

 



H1 F16 
Rm 

H1 F15 
Rm 

%D 

Revenue 1 954,2 1 825,1             7,1 

Operating profit  368,7 339,5             8,6 

Operating profit margin % 18,9 18,6            1,6 

Â Improved snacks profit 

Ç Selling prices and sales volumes suppressed by aggressive competitor 
activity, particularly on potato chips 

Ç Benign commodity prices , currency hedges and procurement savings 
underpinned margin improvement 

Ç Continued  factory focus on upgrading  potato and corn lines 
 

Income statement 

 

http://my.avi.co.za/Marketing/AVIGraphicsLibrary/Lifestyle Images/Boy holding bunch of cheese curls.tif


Sales volume and selling prices 

 

% ɲ 

H1 F16 vs H1 F15 
Comments 

Biscuits revenue growth 7,8 

Volume growth 1,5 Product launches and line extensions 

Ave. selling prices 6,2 Price increases to recover input cost 

pressure 

Snacks revenue growth 4,6 

Volume growth (1,1) Aggressive competitor pricing, particularly 

on potato chips 

Ave. selling prices 5,8 Price increases to recover input cost 

pressure 



Market shares ς value 
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Cost impact of raw materials and commodities consumed in the period (H1 16 vs H1 15): 

 

 

 

 

 

 

 

 

 

 

 

 

 

Raw material costs 
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Â Currency hedges protected against Rand weakness and volatility 



 

Â Tactile price / volume management in constrained and competitive market 

Â Continuing program of product extensions should support volumes 

Â Ongoing cost pressure ς weaker Rand, employment costs and drought 
conditions 

Â Continued focus on export business 

Â Projects 

Ç Capacity improvements on key lines ς Isando and Westmead 

Ç Procurement initiatives 

Prospects for H2 



Performance and prospects 



Â Revenue growth reflects the benefit of the weaker Rand on export sales and 
selling price increases, offset by changes in sales mix 

Ç Portion of foreign exchange gains recorded in S&A costs 

Â Lower fuel prices 

Â Improved fishing recovery 

Ç Additional fishing days following commissioning of new vessels during H1 

Ç Offset by lower freezer vessel catch rates / day 

Â Good processing performance - yield lower because of smaller size mix 

Â Unrealised losses on fuel hedges R13,7 million lower than December 2014  

 

Income statement 

 H1 F16 
Rm 

H1 F15 
Rm 

%D 

Revenue 1 000,8 982,1     1,9 

Operating profit  159,7 98,1   62,8 

Operating profit margin % 16,0 10,0  60,0 



H1 F16 
Rm 

H1 F15 
Rm 

%D 

Revenue as stated 1 000,8 982,1    1,9 

Foreign exchange gains/(losses) 

recorded in S&A costs 

 

32,8 

 

(2,5) 

1033,6 979,6    5,5 

Â Exports mostly in Euros where average exchange rate was 7% higher than H1 
F15 

Â Expected increase in Frozen at Sea fillets not achieved because of lower 
freezer vessel catch rates 

Â  Increase in local volumes because of smaller size mix 

Revenue growth 

 



Â Net decrease in catch rates ς wet vessels increased; freezer vessels decreased 

Â More fishing days with new vessels fishing for part of the semesterς freezer vessel 
commenced October 2016; wet vessel commenced November 2016 

Â Fish size mix trended to smaller sizes than in H1 F15 

Fishing performance 
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Â Significant benefit of weaker Rand 

Â Sales mix: higher local market volumes 

Â Catch rates: wet vessels improved; freezer vessels decreased 

Â Fuel: Lower US Dollar fuel price and smaller unrealised loss on fuel hedges 

 

Operating profit 
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% ɲ 

H1 F16 vs H1 F15 
Comments 

I&J Domestic revenue growth 11,5 

Volume  5,0 Higher wet vessel catches and smaller size 

mix favoured local market formats 

Ave. selling prices 6,2 Price increases taken to mitigate cost 

pressure 

I&J Export revenue growth (0,6) 

Volume  (9,7) Timing of export sales ς contract call-off 

biased to H2.  

Ave.  selling prices 10,1 Benefit of weaker Rand 

Â Local market share increased to 46,1% from 44,2% in H1 F15 

Sales volume and selling prices ς core hake volumes 

 



Â Expect continued benefit of weaker Rand on export revenue 

Â Lower fuel cost 

Â Extra fishing days from new vessels 

Â New freezer vessel will produce high value export format, offsetting lower 
catch rates 

Â As always, exposed to fishing catch rates and size mix 

Â Quota for 2016 calendar year unchanged 

Â Projects 

Ç Abalone aquaculture expansion to 500 tons proceeding well 

Ç Back-up power at multiple sites 

 

Prospects for H2 



Performance and prospects 



Income Statement 

Â Revenue from owned brands grew by 13,2% 

Â Improved gross margin 

Ç price increases to recover cost pressure 

Ç lower volume of product manufactured for Coty  

Â Strong performance from core ranges and innovation 

Â Ongoing gains in wholesale channels 

Â Export sales constrained by currency movements in some geographies 

 

 

H1 F16 
Rm 

H1 F15 
Rm 

%D 

Revenue 569,1 541,4           5,1 

Operating profit  124,0 102,6         20,9 

Operating profit margin % 21,8 19,0        14,7 



ÂSale volume and selling prices 

Sales volume and selling prices 

 

 
% ɲ 

H1 F16 vs H1 F15 
Comments 

Personal Care revenue 

growth* 

13,2 

Volume growth 1,5 Increase in domestic body 

sprays and colour cosmetics; 

export volumes lower where 

currency impacted prices 

Ave. selling price 11,6 Price increases to recover 

input cost pressure; effective 

price tiering 
* Excludes Coty 

Â Body spray market share decreased slightly from 38,0% to 37,1% 



Â Pressure on cost of sales from weaker Rand 

Â Stronger export demand as currency effect abates 

Â Product ranges positioned to benefit from constrained environment  

Â New product launches 

Ç Body sprays 

Ç Fragrances 

Â Lower commissions from Coty ς R10 million  

Â Projects 

Ç Distribution centre upgrade 

Ç Back up power completed in April 

Prospects for H2 

 


