MANUENCTURI NG — TURNMTUEE




NEGOTIATIONS be-
tween Ellerines and the
Commercial Catering
Allied Workers Union ol
South Africa would
continue today in an
attempt .to resolve the
strike which has been in

effect s:nce Decemher 8
last year. l; i

"n

in a stalcmcm a
spokesman for Ellerines |
Holdings Ltd said the
otrike which has affected
144 stores in ihe group,
was still in- progrﬂss and
the situation remams

unchanged. . .

oy i

The spokesman said
negotiations bclwecn
Ellerines and Ccawusa
would continue today.
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Ellerines

THE Commercial, Catering and Al-
lied Workers.Union made a break-
through yesterday n their strike
agamnst furmiture chain Ellerines
Holdings, when 35 workers 1n one of
the Natal stores went on strike.

The Ladysmith store was the first
store 1n Natal to band together with
strikers in the three other provinces
1n their battle for increased wages

Union negotiator Jackie Masuku
said he was “awaiting confirmation
from other stores in Natal on the
strike situation in the province” as

' there was a strong possibility that
workers in “a few more stores in the
area” had begun striking yesterday.

Management figures

According to Ccawusa’s figures,
workers at 132 stores in the Transvaal
are on strike, while 41 stores in the

_| Free State have been affected by the
strike, two in the western Cape and 25
in the eastern Cape *
However, a statement from Ellerines
GM, human resources, Pierre de Vilhers
put the total number of stores on strike
at 144 Of these, 110 are in the Transvaal, |
14 1n the Free State and 20 1n the Cape
Of a wurkforce of 6 567, De Villiers said,
2 402 were taking part in strike action
“Negotiations continue today with the
understanding that Ccawusa will be re-
presented on a national basis,” he said

Sales targets

Talks between the union and manage-
ment continued for the most part of last
week, but although talks on one of the
major issues — salesman’s fargeis —
had been successful for both parties,
agreement on the central issue — wages
and increases — had not yet been
reached
| Ccawusa 15 asking for an across-the-

board increase of R200 and a mmmimum
wage of R550 a month So far, Ellerines
| has proposed an increase of R95 a
| month — Sapa
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TWO more stores ha::er 1
joined the six-week
Ellerines strike, as talks
to end the dispute

continued yesterday.
According to the
gﬂmmﬂrclal Catering
and Athed Workers’
Union (Ccawusa) the
total stores affected was
™ now 203, after workersn
Ladysmith and Dundee |
& owned tools over the

last two days

_!Sftnke co-ordinator Mr |
Jackie Masuku said the |
total number of workers

% immvolved exceeded 5000
oY
N

{

He said all Ccawusa
shop stewards in the
& furniture chain arc
¢ mvited to a meeting at 1ts
Johannesburg offices on
Thursday at 10am Issues
to be discussed will
iniclude negotiations and
developments
+  Refusing to be drawn
into commenting on the
progress of the talks, Mr
Masuku said some move
forward had been made
Ellerines’ general
manager of human
resources Mr Pierre de
Villiers said the situation
remained unchanged,
with 144 stores out of the
group’s 209 stores still
ouf on stitke !
He said the number of
workers on strike had
risen to 242] .
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Imperial Cold Storage (ICS) MD Russel]
Chambers has been toid repeatedly that his
group 1s a sleeping grant Latest results show
that the group 1s waking up With a 301%
Increase in earnings in the year to end-Sep-
tember 1987, the turnaround process 1s well
under way, but further benefits hie ahead

Not all this year’s improvement will filter
through to earnings per share, as the prefer-
ence share conversion pushed the number of
ordinaries on issye up 20% last December,
with another 17% rise due 11 December this
year Despite this, it scems distinctly possible
that an increase 1n eps will be achievable 1n
the next two years and dividend growth
should not be curbed

Several factors are working for ICS With
red meat sales accounting for 60% of turn-
over, the drought had a ma Jor impact — and
now the end of the drought 1s helping Dur-
Ing the worst years, lack of fodder resuited in
the wholesale slaughter of cattle and a flood
of beef onto the market Now that the rains
have come, herds are being built up and
caitle withheld from slaughter The resultant
Increase in prices, which spilled over into the
higher-margin processed foods, poultry and
fish helped push up margins for the entire
group This was the main reason for last
year's turnaround

Chambers thinks that the ultimate rever-
sal of this situation will also benelit profits
supply should merease markedly as more
farmers turn to beef farming because of
changes in the system of marze subsidies,
and as farmers supply beef to the market
once herds are buyjt up Chambers believes
the consequent price fall wilj bring red meat
into the range of lower Income groups and
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ICS looks well set to benefit from ga
further turnaround anéd from current

changes in the agricuitura) sector. Even
with the sharp increase in shares in issue,
dividends should contmue their growth
trend.

ICS’s sales should rise sharply

LCS does not supply a breakdown of profit
Or turnover by division, but it i widely
spread 1n the food business from manufac-
turing to retathng It should therefore be well
placed to take advantage of any increase in
consumption and of changing food palterns
Chambers says ICS has already noticed a
sharp rise m sales to cash and carry stores,
wiuch are big suppliers to the black market
Changes 1n black cating habuts, such as in-
creased purchases of higher-margin items of
processed food (ready-to-cook chicken in
batters and sauces) will benefit the group, as
well as rising income permitbing higher con-
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Walking the sleeping giars

sumiption of red ment

“I believe that urbamsation and p- |
creased buying power are mahing perssha- |
bles a high growth dred, © says hambers
“1CS 151n a good posstion t tahe advantage
ol the move [1om staple foods to 1 st World
foods ™

A worrying problem area is the dairy sec-
tion, which has also been bulfeted by
changes in the agricultural scctor Drought,
new health regulations and low profitability
persuaded inany farmess (o close theyr dairy
operations  Accoiding to South Afrcan
Agricultural Union clhief econonust Koos du
Toit, fresh mulk prices are under pressure,
and the authorities are likely ty reyst appli-
cations {or further price riscs Chambers
says these developments du not augur wel
lor guaranteed adequate future nnlk Sup-
plies, though Du Toit denies (liat the situa-
tion 1s cause for concern

Last year, increased osts of raw milk
could not always be recovered 1) the price of
fresh milk and milk products With 30% of
ICS’s dairy sales being raw nulk, Lmprove-
ments in darry division margins through con- !
centration on value-added items such as the
“In Shape” range are Limjted

But Chambers secs improved efficiencses,
specifically in the Clayvdie dairy Thys
Operation has been running at a Joss and was
responsible for the sharp dechine in carnimgs
in 1984 Difficulties were sgpravated last
year by increased mulk prices, nulk shortages
and labour problems A turnasound af Clay-
ville will be cructal to the group’s perform- |
ance m comung years Chambers seems 1o be |
Farrly optinustic aboul the Chy nces of achicy-
g this, and says efficicicies are Impruv:pg
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Financial Editor

FURNITURE FAIR, the fast-
growing Western Capée chain
which has turned 1n consistently
good results, has lifted 1nterim
earnings by an |mpressive 150%
to 25c a share

They already exceed the 18,3c a
share achieved for the whole of
last year although the number of
gshares in 1ssue 1s up by 25% to
10,1m

The 1nterim dividend has dou-
bled to be (2,5¢) a share with cov-
er iereased from four times fo
5,2 times 1o fund future growth

Net income nas soared by 238%
to R2,5m and turnover by 134% to
R14.3m

The rise in net income has
been achieved 1n spite of a
‘higher provisiol of Ri,2m
(R225 000) for doubtful debts and
unearned finance charges

Chairman and MD Ivan Ham-
merschlag says this higher provi-
sion has been made only because
of the growth in ledgers and not
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lvan Hammerschiag

as a result of any inerease 1n bad
debt

It 15 company policy to make a
provision of 15% against the book
“gyer and above any actual bad
debts written off”

However, Furniture Fair's
profit figures make no provision
for taxation

The company has adopted the

partial method of accounting for
deferred taxation and, with a
constantly growing amount owing
to 1f for sales on credit, does not
expect tax to be payable in the
foreseeable future

Hammerschlag says he 1s confl-
dent sales and profits will contin-
ue to grow He plans further ex-
pansion and the stores are all
exceeding their sales targets

“Trading has exceceded all our
expectations Our new Bellville
store in particular 1S performing
ineredibly well

«1t has averaged 150% of budget
since 1ts opening 11 October last
year Iis contribution 1s Now
second only to our Maitchells
Plain branch, which continues to
be our top performng outlet,”
sa1d Hammerschlag

“A¢ the Bellville store traded
for only three months of the re-
porting period, we cai expect an
even greater contribution from
this source during the remainder
of the financial year "
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A SETTLEMENT to end
the seven-week wage

strike at Ellerines stores
could be reached today,
both management and the
Commercial Catering and
Allied Workers Union
indicated yesterday.

Ccawusa strike nego-

tiator and leader of the @

union’s negatiating
tcam, Mr Jackic Ma-
suku, could only say pro- 9
eress had been made and e
that a settlement could be
reached today.
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Masuku, is carned.shoulder high by Ellerines workers
report-back meeting in Johannesburg yesterday.

CCAWUSA wmmxm nn-n_i_:,mﬁq and nr.mw:mm_nmmvn__._ Mr Jackie
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affected 208 Ellerines
stores nationwide ended
yesterday in its seventh
week.
~ The Commercial
Catering and Alhed
Workers Umon (Ccaw-
usa) and Ellerines
management reached an
agreement in Johannes-
burg last night.

Ccawusa accepted the

=4 ELLERINES STRIKE 0

e THE wage strike which,

across-the-board ncrease
plus a new mummum of
R441 a month -

The mcreases will be
paid retrospectively to
July 1, when the dispute
began _ -

Earlier, during the
strike Ellermes conceded
to the demand that sales
targets be reduced from

- R3400 to R2 750 a month.

Field sales representa-

* company’s offer of aR110~  ;ve0 will now earn at least
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R500 a .month plus
commussion.” 3

The parties also agreed
that workers detamed
during the strike would
have their jobs guaranteed
for 13 weeks or unti! they
were charged or released

June 16 and May 1
would be recogmsed as
paid holidays.

Workers agreed (o
resume work next

..Jﬂ...-h_._. m..._.__..-_

Em.nmuw -

E

s

\




PICAPL
~

Capital

Activitias: Has interests in domestic applance
manufacture and sales, air conditioning and
Sports equipment.

Control: Pichold has 86 %

Chairman; s J Pickard, managing director
PL Day

Ceapital structure: 10,4m ords of 50¢ each,
482 000 10% red cum prafs of R each,
400005,5% cum prefs of R2 each, 15m 10%
comp conv cum prefs of 50c each Markgt
capitalisation R27m

Share markeat: Price 260c Yislds 1.5% on
dividend, 37 8% on earmngs, PE ratio, 2.6
Cover, 24,6 12-month fugh, 500c, low, 220¢
Trading volume Jast quarier, 226 000 shares

Financial. Year to June 30
‘85 ‘86 ‘87

Debt
Short-term {Rm) 43,5 39,9 50,7
Long-term (Rm) 17 18 106
Debt equity rato 8 29 2,49 228
Shareholders interest 0,08 0,20 022
Int & leasing cover 0,80 1,863 2563
LDebt cover — 0,13 0,22
Performance
‘85 'B6 ‘87
Return on cap (%) 9,3 14 0 19.6
Turnover (Index) — 100 180
Pre-int profit {Rm) 6,1 1.7 23,1
Taxed profit (Rm) {1,7} 44 11,8
Earnings (c) (17.6) 26,3 98,3
Dividends (c) 0 0 4
Net worth [c) . 4.5 15,3 1104

Small wonder chairman Jan Pickard says a

rights issue js fiecessary to ensure a sound
future financal structure — though Picard;
Appliances’ (Picapli) debt.equity ratio has
fallen, 1t was sti)] 4 very large 2,28 at the engd
of June 1987 and debt increased 1n the pre-
VIous year
But MD Peter Day confirms that the
Question of a rights 1ssue 15 now being recon-
stdered, as the price at which the share coylg
placed would undervalue the group
“Even 1if we do not take this route, we shall
do something to raise funds tg repay short-
term debt,” he says Borrowings rose from
R41,7m to Ré1 ,3m in the year to Jupe 1987,
mainly to finance increased trading acty;-
ties, including a3 sharp R17.6m rise 1 debi-
ors and R13,2m m stocks

]

Source s Graphecs
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Even without a rights issue, earnings will
be heavily diluted 1p the next two years Dy
the conversion of 15m prefs The prefs may
be converted at the end of September thys
year and are compulsorily convertibje af the
end of September 1989 Ordinary shares on
Issue will be more thap doubled from the
present 10,4m

Another problem s the tax rate, whych
rose from 6% to 17% Jast year Day expects

But he expects sharply increased earnings
Pre-tax income from the manufacturing
division climbed 140% on an increase In
production of 619 Jast year and the sales of
the trading division, which retayls other pro-
ducts as well, chinbed 489 KIC, with its
local manufacture of refrigerators, 15 the
object of regular offers from a number of
Compames and 1t was thege offers, or the
tumour that KIC wouid be floated off on 1t
own, which sent the Price up to R5 [ast

Day does not seem 1o think 1t likely that
KIC will be sold 111 the near future, especialiy
as Picapl’s results at the Interim, due to be
released in a few weeks, are looking good
The company calculates EPS for 1ts own use
on a fully diluted basis apd Day expects that,
on this calculation, there should be an in-
crease in EPS, even on 2 full tax rate The
group s playing safe, though, with 1ts 25
times dividend cover

On our calculations, carmings will have 1o 7 S.ALR,

capli's Pickard . .. rights isgug conidarad
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however, that the dividend shoyld INcrease
and cover be reduced to pot less than_ three
times

With the consumer upturn and KIC oby- |
ously having a good vyear, the company | ,
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should do well, byt it would seem wise for |
potential mvestors to await the decisjorn
about the rights 1ssye Picaph wilj definitely
be a better bet when the conversiong are

listory and the balance sheet strengthened |'
. ) Fat Renney

 'to black unions,

ohannesburqg to provide

& H. Staff‘

ions

Increase by 111% thg year if all prefs are nembers\h ip of the S.A,

converted and EPS 1s not o faj Day says, s members to Join
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Beares lifts ipterim dividend to Sc

36‘/ &
Furniture retailing group Beare/sbﬂf%’;nnsumer demand was most marked 1n

creased net profit by 88 percent in the the last three months of 1987
six months to December, compared “With the Government taking steps
- with the 1986 half-year to ensure continued growth i the econ-

The interim report shows net income oMy, We expect that customer demand
for the period of R9,7 ruliion, agamst will be maintained and that the present
R5,2 million previously, equvalent to trend”of improved profits will con-
earnings per share of 41,8¢ (22,2¢) tinue,” they say

As a result of the improved profits, In the period under review, turnover

was up 23 percent to R296 mulhon,
Elﬁlgggépjfngc 1(1;1:,) declared an wnterim while_pre-tax mmcome 1ncreased 95 per-

cent to R19,7 million (R18:3-mullion) —
The directors say the increase In  Sapa @
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BUSINESS

Suppliers caught offguard by upturn

3

L

it’s a backlog battle

By Stan Kennedy

After being blind to the signs
of an econormic upturn, suppli-
ers of the major components
in office furmture are now
frantically driving their fac-
tories to meet market de-
mand, says Mr Doug Troxler,
managing director, Master-
planners

He says delivery times of office
furmture to corporate clients
have been protracted from the
usual eight weeks to 16 weeks be-
cause of the shortage of fabrics,
chipboard and plastic laminates
Most stocks were depleted at the
first sign of the upturn

“In the last downturn, the In-
dustry lost Kallenbach-Hendler
As ndividual operations they
were successful but the merger
proved to be disastrous Com-
bined, they had a manufacturing
capacity of more than R30mul-
lion Again, because of the down-
turn, we also lost a major suppher
of veneers

“Then came the upswing, which
was so rapid 1t was unnatural
Suddenly there was a big demand
for office furmture from new bu-
sinesses and those which were ex-

o ——

Office furniture

Qv 13 6%

panding But the retailers did not
have the stocks to satisfy therr
needs”

“An example of the gravity of
the situation was that a corporate
client, on seemg the U-shaped
table 1n our boardroom, bought it
on the spot ’

Despite the apparent greater
demand, the industry has barely
grown 1n the past two years The
departure from the scene of some
companies has brought extra busi
ness to those remaining, but the

market remains static at
R180 million a year
PARTLY TO BLAME

“We, the retailers are also part
Iy to blame for the long dehvery
times Last year, office furmture
component suppliers came to us
and asked about orders for the
coming year At the time there
was no real indication of an up-
turn and when 1t came, we under-
estimated 1ts strength

“Now our supphers are caught
without products The companies
which have left the industry have
been replaced by others, but no
one takes machinery and puts it
into production during a down-
turn It also takes time for them

336
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to grow n capital strength How-
ever, | see the situation returning
to normal soon ”

The future bodes well for the
industry, he says There are many
offices due for commissiomng
soon and others are bemng built in
cittes and suburbs throughout
South Africa

Mr Troxler says there is a big
market in sophisticated corporate
bodies that have accepted that
computers are vital for their com-
petitive edge

Some eight years ago, 30 to
40 percent of workstafions were
computerised, now 1f iS nearer
70 percent

“It 1s 1n this area that we have
opportunities for expansion 1n
computer workstations furmture
Some compames are refurbishing
their existing installations, but
many bwldings are not suitable
for computerisation The owners
either have to rebuild or, at great
expense, re-engtneer the building
to make 1t compatible with com-
puterisation We have furmture
and other products that will elim-
nate costly alterations,” Mr
Troxler says

——
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Sitting pretty
The figures don't tell the true story, claim
furmiture manufacturers The Federation of
Furniture Manufacturers (FFM) 1nsists the
industry 1s much healthier than 1t appears
from trade statislics which show turnovet
rose only 1,4% last year
Executive director Winston Smith says
there was considerable improvement in the
second half of the year and this has contin-
ued mto 1988 “We expect real growth of
4%-5% this year,” he predicts
Furniture traders had a better 1987, maimn-
ly because of apphiance sales Furniture
Traders’ Association (FTA) CE Frans Jor-
daan says a sample of 1300 stores shows
sales growth of 22.8%, or 6%-1% in real
terms Government figures are even better
They show sales turnover in the furniture
and appliances sector 1n January-November
1987 was 24,4% betier than the same period
mn 1986
There are two major growth areas, at
oppostte ends of the market Anglo Dutch
office furniture MD [van Weltmann says
there 1s real growth of 20% 1n the upmarket

office furmture sector

'--___"__ﬁ

L 11
. l'ghera are substantial orders for new
Hdings We and our major competitors are

mcreasing capacity as we hav
e al
{ order books for the¢ next 18 rm:M'ntll::*..{::Et mll

Chfford Gundle, MD
, of Furntech,
it?i:zkm::l::jly l(l]] the middle and lower 1;21;2
white markets, says his of
Elaz;uture sales were also up 20% in umtz ::1:;
10 ;151 ;ﬂ:::ﬂll{clsays kitchen furmiture has
i 2% owly but unit sales still went
buHe maintains the black market 1s the more
b h}}yant and 1s becoming more selective
) ang' people spent their rent money on
ap{glrﬂ ing thetr homes and bought furniture
nB rﬁwn goods instead of paying rent ™
mur:tth:nw;;’ns lf;i mt'fe:rcst rates increase by |
o and 1f the repayment
for hire purchase 1s reduced from the pE:;le(::

24 months, this co
. uld have serious
tions for the furniturc industry IIHPIICE:
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Chinese youth, edito?g said yestgrd 3}
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Pay increase for workers

JOHANNESBURG. — About 15 300 employees in
the bedding and furniture manufacturing indus-
try will receive an across-the-board wage in-
crease of R25 a week from July, and a further
R15 from January, in terms of an industrial
council agreement completed last week be-
tween the National Union of Furniture and Al-
lied Workers of SA and employers. v
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Finance Staff

The boom jp durable
Spending on furmtyre has
Substantially benefited the
resulfs of the country’s
leading furmtyre manuface-

March, Afcol Increased jts
earnings by 44 percent to
114,8¢c a share while the
total dividend was raised
by 45 percent to 72,50,
Attributable profits rose
47 percent to R35 million
On an incregse 1n Operating

The increase woylg have
been greater but for a
R11,3 million rise i the
tax bill to R1797 million,
which more than offsef a
drop in mterest pawd from
R8,8 million to R6,2 mil-
Lion )

The balance sheet has
been strenigthened wyth the
debt-equtyiratio down to
0,28 (ﬂ,@);jtyhﬂe net worth
IS up from 878c to 793¢ a
share *

The directors say the
strong 31 percent growth

in turnover to R510.2 mil-
lion has been maintained
despite sethacks caused by

payou

WOrK stoppages

“Effective utihsation of
productive resonrees con-
linued and this, together
with the lower interest
burden and the 3¢ percent
licrease 1n equity-account-
ed earmings, produced the
£00d earnings

“The rate of growth m
private consumption ex-
penditure 1s expected to
slacken somewhat the
ComIng year as a result of
TISmg interest rates and
Itkely action by the auth-
orities to dampen credt
demand.

“Provided this does not
result m serious setbacks,
attributable earnings are
expected to show further
lmprovement, but at g
lower rate than that
achieved in the past year.”




, share (100,4c).
Attributable profit rose to R35m (R23,8m).
T .

mment with the results that
the strong growth in turnover (up 31%

from R388,5m
to R510,2m) has been maintained.
They say: “The rate of growth in

tion expenditure is expected to slacken somewhat
In the coming year, as a result of rising interest

€ authorities to dampen
credit demand.

private consump-

I rate than that
year.” — Sapa
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ABQUT 1 3500 furniture workers
from six plants have voted in favour
of a legal strike this week, following
the Industrial Council’s failure to re-
solve their dispute with the Associat-
ed Furniture Company Limited.

According to the Paper, Printing
Wood and Allied Workers Union the
dispute began in April when about
340 workers were dismissed at Star
Furnitures in plant in Industria West,,
Johannesburg.

The workers had downeé tools af-’
ter four of their colleagues were dis-
missed for allegedly assaulting
member of a rival union.

The union is demanding that S
furniture reinstate all dismissed work
ers except the four, whose case

| should be taken to arbitration.

Afcol representative George Kin-
mont said the union proposal was

“anreasonable”.
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Finance Staff
Improved sales volumes
by its furmture busmess
saw Interboard mcrease
both turnover and net 1n-
come by 79 percent for the
12 months to end-Febry-
ary,

Turnever improved
from R53,2 million to
R95,4 million while net m-
¢ome was up from R8 mil-
lion to R14,3 mihon,

Earnings a share before
extraordinary items rose
32 percent to 9.98¢ (7,57c)
and the final dividend s 3¢
(4c) to gve a total for the
year of 6c (4c) Earmings
after extraordinary items
were up somewhat less at
10,03c (8,74¢c)

Shareholders interest
rose from RS54 mulhon to
R132,9 milhon Expressed
as net asset value a share
the rise 1s 100 percent
from 435¢c to 87¢ — valu-
Ing assets at historical
cost,

The directors mdicate
that the group 1s €xpect-
Ing continued growth in
the comung year from m-
creased volumes 1n the
turmiture and audio equip-
ment division, increased

apacity and a broader

Steady g
v

€S VO

rowth

p0ard,

lumes

range of products m the
particle board division ang
the introduction of new
manufacturing divisions

The bumlding materials
manufacturing divistion,
Buitldcor, was histed se.
parately on the maip
board of the JSE m No-
vember last year and In-
terboard holds 80 percent
of the shares,

During the year, the
flathoard interests were
expanded by the acquisi-
tion of Interboard Swaz-
land which provided Inter-
board with a 0 percent n-
Crease in 1ts particle board
mnanufacturing capacity

The directors note that
some of the major many-
facturing vmits have been
operating for less than 12
months and contributed
“mmmal returns” to the
year’s results,

“Nevertheless, mcome
€xpressed as a percentage
of turnover remaned at 15
percent which must augur
well for next year”

Since the year end, the
directors report that Inter-
board has formed 2 new
division, Fasterect, which
manufactures components
for the home angd pre-fab-
I vated housing indusitries




* der and one murder
- docket following the

POLICE have opened
three attempted mur-

death of a man and ™

serious injuries to

three others — all of ‘

whom were employed at a strike-hit

company — when they were thrown off a

?ogmg train by unknown persons last
riday.

Theydead man has been identified as
Eldorado Park resident Johan Abrams,
06, who was found dead at the side of the
railway tracks between Booysens and
Crown stations o

Mattress & Furniture Company, one of
six strike-mt subsidiaries of Afcol.
Asked if the mneident was related to
the stayaway or strike, Witwatersrand
Eolme spokesman Lt Pierre Louw said
e could not comment as this would
infringe the Emergency Regulations.

158

The other three, presently recovering
in the Johannesburg Hosgltal, are Jap-
pie Fuzel, Ibhae Singh and Dirga Hanir-
ida. Their ages are unknown.

. .All four were employed at Transvaal

_— y—

It could not be established whether
the four were on strike A Nactu umon:
spokesmen said he heard about the inci-

® To Page 2 :>
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The ncrease 1 interest rates
and the introduction of higher
deposits by the government 1n
May, to contain the soaring rate
of credit financing, s already
having a marked effect on the
furniture and motor mndustry

Last week the National Asso-
clabion of Automobile Manufac-
turer's attributed a shight de-
olme 1 car sales from April to'
May partially on the credit
squezze by the authorities.

And yesterday the Furmi;um\
Traders Association (FTA) sad
some members had reported a
sales growth in May of only 15
percent over the same month
last year, “which means either a
zero or negative growth 1n real
terms,” according to FTA exec-'
utive director Frans Jordaan

The FTA represents more
than 90 percent of the country’s
furniture retailers

“Feedback for June so far -
dicates a shght 1mprovement
but 1t 18 too early to‘quantify,”
said Mr Jordaan " \

“When the curbs were first in-
troduced they did not seem too
severe, but they have had a defi-
nite impact Even before the m- |
troduction of the new measures
there was already a shght level-
lingioff,” he added ...

He added, however, that most

‘furniture retailers were still en-
visagmg overall real growth of
about five t? six percent this /
year,

On the other hand Mr Jordaan;
said that labour problems andi
strikes mn both the manufactur-
imng and the retail sectors cuuld\

» inhibit growth

' “The current unfavourable
exchange rate could also lead to '
price increases 1N amported
products and components,” he
said

I._I
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A SECOND man has died
after being thrown from
| @ moving train last week
Mr F Jappie died in
hospital yesterday He
was among four men
known to have been flung
from trains in the Johan-
neshurg area last week
The other man killed
{ was Mr Johannes Abra-
"ham of Eldorado Park

————r— wrT A -

nedders should pear this in
mind 1n assessing what 1s hap-
penmg n the country
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iNauonals held 1n
Mantzburg (1987) thuis aim 1s
not far out of reach.

“Skydiving 1s something

male
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Mr I Simgh and Mr D
Hamriden are still 1n hos-
pital Mr Singh 15 i 2a
critical condition,

They were flung from
a train between Booysens
and Crown stations m
Johannesburg on Friday.

Police say they intend
to momtor the security
situation on trains close-
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SATURDAY STAR
REPORTER

The SA Transport Ser-
vices was also co-operat-
Ing closely with police to
prevent more incidents,
said a Transport Services
spokesman

The Afcol furniture
manufacturing company
could not confirm wheth-

of the very

petiive skydivers i South
Africa There are many fe-

few female com-

jumpers who attend

er nine of 1ts workers
were last week thrown
from moving trains as
thewr factory staff were
on strike, a spokesman
sard on Thursday

He was reacting to a
report 1n a moromg
paper which quoted a Na-
tional Union of Furniture
and Allied Workers'
(Nufaw) source as sayng
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team, she said. “I'm not

ing to compete against them
to prove myself as a wornan,
but to fit in with them.”

mne workers, one of
whom died, were flung
off tramns on Thursday,
Friday and Saturday

“We are unable to con-
firm this report due to
the fact that there is a
strike on in Afcol fac-
tories,” said Mr George
Kinmont, Afcol Group

Human Resources Direc-
tor
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Police are closely momtoring passenger securit
after four men were flung from a moving train
in Johannesburg last week, a Pretoria spokesman
said yesterday

Sats 1s also co-operating closely .with pohce to
prevent any more incidents, a transport :services
spokesman said. . |

Four cases, one fatal, of people bemng flung from
moving trains have been reported to police.

The Afcol furniture manufacturing company could
not confirm whether mine of ts workers. were last
week thrown from moving trains as thewr factory
staff were on strike, a spokesman said yesterday.. s}

He was reacting to a report in a morning new
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Yaper—which quoted a National Umon of Furmture
and Allied Workers (Nufaw) source as saying nine
workers, one of whom died, were flung off trains on
Thursday, Friday and Saturday.

“We are unable to confirm this report because
there is a strike on in Afcol factories,” said Mr
George Kinment, Afcol Group Human Resources
sirector., . !

At the time of gowng to press, Nufaw could not be
contacted for comment
@ The man killed last week was Mr Johannes Abra-

ham of Eldorado Park Those injured were Mr Jappie
Fayzel, Mr Ibhae Singh and Mr Dirga Hamnda

They were flung from a train between Booysens
and Crown stations in Johannesburg on Friday




‘Two men: thrown

' 1N, wav

| from traa
of strik

The Argus Correspondent
JOHANNESBURG. — Four sure exactly what happened,
but the doctors told us he was

men have been murdere-;_l and
several others assaulted in at- thrown from a train.”
The sister said her brother

tacks on workers defying a

"‘“iﬁe atiﬁff}f 1 lall:l tfs = JOhilsl. y was 42 years old, was married
n the last few weeks, ’

nesburg . and hsndy six children, the youn-|

Two Eldorado Park men, Mr gest of whom was two years
Johan Abrams and Mr Fazel . old. . - ,

Jappie, died after apparently

YeWé cap't believe that:abise
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being thrown from movl,pai;

trains and two others, Mr

Singh and Mr D Haniriden are |

in a serious condition in the Jo-

hannesburg Hospital after they

were attacked on their way to
work at the Transvaal Mat-

tress and Furniture Company
in Village Deep

The other two murdered

men are Mr Ben Rampu, a,

shop steward for the Boiler-
makers Federation, who

| worked at the Edblo plant, and
a casual worker, who has not -
| yet been named, who worked

at the Powercraft factory.

It is believed the four deaths
and wave of assaults at the
factories have been the result

of some workers refusing to.

join a strike demanding the re-.
nstatement of workers dis-
missed recently,

The sister of one of the dead

men, who did not want to be?
named, said she was deeply ¥

shocked by her brother’s death.

“Two weeks ago my nephew
found a job at Transvaal Mat-
tress. He told his father about
it, and he also applied for
work. They had only been
working there a few days when
thus terrible thing happened.

STOPPED AT CAFE
“They were walking from the

bus stop to work when my -

brother stopped at a cafe to
buy cigarettes. My nephew was

waiting outside when other ,

people on their way to work
came rushing past. They told
him to run because they were
being attacked

“My nephew went into the
shop to warn his father, and as

they came out, they were con-

fronted by this group. My lle?h-
ew, who 18 only 16, managed to
run away, but my brother
could not run fast enough

“They caught him and appar-
ently beat him up in the coa-

. union concerned, the Paper,

. Workers Unlon to resolve t!ga

" said it would issue a full state-

thing like this can happen.It.is

really terrible,” she said. ~ #+|-

" The human resources direc-
tor for Afcol, Mr George Kin-
mont, said they were still in-
vestigating the situation

“We are iIn a difficult situa-
tion because we still don't have
all the facts. We know that a
number of Xfle who are em-
Eloyed in the Afcol group have

een injured and that some
have been killed. There’s no
way I can suggest why that
might have happened but it is
true that the employees who

were Killed were non-strikers,”
he said.

The labour dispute at Afcol

plants was sparked several
months ago a number of
workers at Star Manufacturers
were dismissed for alleged as-
sault. Workers at the factory

went on strike and were then
dismissed.

This was followed by a wave
of sympathy strikes at other
plants. Negotiations are in pro-
gress between Afcol and the

Printing, Wood and Allied

issue,
A spokesman for the union

ment today in response to in- |
ferences that its members had
been involved in the murders
and assaults,

“In terms of policy, we are a
non-violent union committed to
negotiation and we would nev-
er encourage members to com-
mit such acts. The union will
take steps to investigate the
matter fully,” she said.

Police confirmed four men
were thrown from trains, two
of whom have died, and said in-
cidents of intimidation had
been reported. They declined to
give details in order to protect
those involved
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GOMMAGOMMA furniture group,
hard-hit by mdustrial unrest, has
réported an attributable loss of

R331 000 for the year to end-March
After reporting earnings of 94c a
share at tﬁe Interim stage, Gomma-
Gomma looked set to achieve the 142c a
share set as a target in the prospectus,
yet strike action coinciding with the
geak production period 1n the second
alf whittled €arnings to a loss of 2,3c a
share
Unrest severely hampered produc-
tion output, resulting in a marginal 2%
Increase in turnover to R34,9m, R5m
short of prospectus forecasts
Executive chairman Ralph Steele
S8yS 1n umt terms turnover was down
on the pre oar

Share price GONMAGOMMA
120¢ F o s 7
K N JUS
100c L‘g“’ " el Y
“ |
80c t ‘ H/" g
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In spite of a high order hook, redvrad
volume output coupled with rismeg....ad
costs had a direct impact on the bottom
line

MD Ray Colman says corrective
measures have been implemented
which should contribute to maitaining
production for the current year, n

T

which turnover could feasibly increase |
by as much as 40%, depending on con- .

tinued Iabour stabhility

In March the furniture group signed a
recogmtion agreement with the Cosaty-
affihated Paper, Printing, Wood and Al-
hied Workers’ Union and 1s implement-
g major mdustrial relations traming
programmes

This has contributed to a virtually
stoppage-free first quarter, although
the process of building up production
output to required levels has only begun
showing results this month, says Col-
man

The order book 1s healthy' and the
company continues to successfully pen-
etrate export markets, he says

At 35c the shares are currently trad-
ing well below the 100¢ histing price and
at a substantial discount on the 59.4¢ net
asset value

T e e—




M & A planning to acquire Anglo Dutch?

price of 1 200c yesterday, while its hold-
ing company, Investors Club, has
strengthened 100c to 1200c, after the
issue of a cautionary announcement on
Tuesday
At the haf year to December, M & A
was ungeared and had a borrowing ca-
acity of R7,5m, while the reduction of
nvestors Club’s 72% stake in M & A to
o1% could release about R7,2m at
market prices
Investors Club can issue 600 000
M & A shares without losing control

MATHIESON & ASHLEY (M & A) 1s un-
|| derstood to be negotiating the acquisi-

<:| ® From Page 1

Analysts beheve a possible share and
cash deal could see the beginnings of a
closer relationship between Afcol and
M&A
M& A chairman Winky Ringo, who
has made no secret of plans to boost
rowth through acqusitions, could not
reached for comment yesterday.

Afcol chairman Laurie van der Wait
declined to comment

e
(J&5/  xav TuRvey ¥

tion of a 50% stake mn Afcol subsidiary,  agement will assume reSponsleht for
Anglo Dutch, which will effectively en- Anglo Dutch, which has been trnublgd by
able the two groups to corner the office industrial unrest.

furniture market M & A shares have risen 150¢ 1n the
Last year, M& A aquired a 100% past two days, reaching a foreign bid

stake 1n office furniture group Dashing

and market talk 1s that Dashing man-
Y 5 O IR A -
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JOHANNESBUR®G. — All 1200 Afcol workers who
have been on strike for over six weeks are due to
return to work today.

The Paper, Printing, Wood and Allied Workers’
Union (PPWAWU) said in a statement that although
the settlement was reached last week “it could not
be finalized last week owing to police disry ption of
the union report-back meeting”,

The settlement involved the issue of the dismissal
of 300 Star furniture workers on April 20 and four
workers dismissed on April 14.

An agreed interim disciplinary procedure will
Operate for two months while negotiations on a final
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% T 1AN _ - A balaclava-clad man helpe
AT e T e Ft?hce 1n arresting eight striking Afcol workerg actl;
E {f S o : et II{“hpspruit Dutch Reformed Church in Soweto
L T U?S' riday, a Paper Printing and Allied Workers’
ST nion (PPAWU) official alleged yesterday. /
N IR IS Mr Farouk Jardin said about 50 policemen had ﬁ'
o ; o %ll!)rz%mded the church, where about 1 200 striking
| ) " U members were meeting. The strikers were ’
l baraded before the disguised man, who was possi-

He said the union sus
pected the arrests
e, rglited to the recent series of abductions in WT‘I?&?

flg' t NUFAW members were thrown off moving
rains. Three men died as a result of the incidents.
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Cooler Mmarkets

Activitios: Furniture Mmanufacturing
Contral. 54 Brewerios hgs 66,2%
Chairman- ¢ van der Waet

Capital Structure: 24 om ords of 50¢ each,
550 000 6% cum prefs of R1 each Markot
caprtalisation R222m

Share markaet: Price 920, Yields 7 9% on

Trading volume last quarter. 351 0920 shares

Financial, Year to March 31
‘85 ‘86 ‘87 ‘B8

Debt
Short-term {Rm) 08 09 3.4 0.5
Long-term (Rm) 411 572 654 543

Debt equity rayg 031 039 ¢ 40 030

Shareholders Nterest (3,69 054 053 0,53
Int & leasing cover 2,2 15 3,2 7.0
Debt cover 0,7 0.3 05 0.8

Parfurmam:a

Return on cap (%) 106 53 84 12 3

Turnover (Rm) 295 309 389 510
Pre int profit (Rm) 246 145 259 431
FPre-int margm {%) 67 38 6.8 B.6
Taxed profit {(Rm) 193 115 24 3 36 1
Earnings {c) 80,0 480 100 4 1448
Dividends {c) 40 24 50 72,5
Net warth {c) 960 12 718 744

fiscal 1986-1987, helped by cash purchases
by black buyers That was followed 1n the

likely to foliow later this year and in 1989
unless consumer Spending, which Iifted the
cconomy but alsp sucked 1n Unacceptably

AFCOL @ﬂﬂf/ l?/zﬂ

Afcol's Van der Watt . _ .

high leveis of imports, cools fast

Van der Watt hopes the credit curbg will
not lead to a repeat of the severe setbacks
which affected the furnityre Industry in 1984
and led to plunging profits (though not turn-
over) through 1986 Almost certainly, this
year's turnover growth will be way below the
past year's 31% Leading indicators, such as
housing starts, point to a comparatively
healthy demand for furniture, but they are
not a rehable indicator of likely trends in
replacement purchasing

Last year most of Afcol’s criticaj account-

Ing ratics improved The year-end debtors
book rose more or Jess In line with the 1n-
Crease in turnover, whilc year-end stocks

ks ey Sl R
N o Z:. - :':-'..'.".-_'r ‘- Co, - i

turnover gruwt |

slowij

dropped as a Proportion of turnover That
implies erther tighter asset management or a
deliberate effort to control stocks ahead of
slower sales growth Total habilities, too,
dropped as a percentage of turnover as long-
term debt was repard, whle amounts owing
to trade creditors moved ahead faster than
the year’s turnover growth This latter trend
presents something of a distorted picture as
sales were sigmificantly higher 1n the finan-
cial year’s final quarter

Perhaps the best way of evaluating Afcol
18 by taking a long-term view Since 1980
carnings have grown at ap average com-
pound rate of 12% — no better than infla-
ton At 920c, the share s little hagher thap

———

half 1ts 12-month bigh The market 1s under-
standably unwilling to accord it a growth
rating Jrm Jones

\
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New Eurefin listin
itched at 200c

By Ann Crotty
Eurevest, the latest produet to
come from the Ronnie Price sta-
ble, looks set to get a listing via
a one-to-one rights offer to exist-
ing Eurefin shareholders at an
1ssue price of 200c The deal
should boost Eurefin’s current
cash holdings of R30 milhon to
R40 milhon

Yesterday, Eurefin closed at
400c after heavy trading Ahead
of the announcement of the deal,
the group was sitting with cash
of R30million, equivalent to
400c a share, so the market ap-
pears to be putting no value on
the additional assets that Eure-
fin 15 now selling, or 1s perhaps
uncertain of how to rate 1ts total
assefs

It seems likely that the invest-
ment community will, at least
1mitially, be soemwhat taken
aback at the price at which
Eurefin management 1s pitching
the 1ssue price of Eurevest ;

According to management,
the 200c 1s m line with Euro-
vest’'s net asset value, which 1s
sald to mclude cash of about
R6 milhion, equivalent to 75¢ a
share

Some tume ago Eurefin man-
agement said the beook value of
Atlas-Utas, which 1s to be part of
Eurovest, was 1n the region of

67c a share (However, analysts
believe 1ts earming capacity
should ensure a much higher
market value) If the 67¢ 1s ac-
cepted for Atlas-Utas, then the
remaining assets are bemng val-
ued at around 130c¢, of which 75¢
1s represented by cash

Apart from Atlas-Utas and the
cash, Eurovest will comprise
Durafoam and Utas Invest-
ments Atlas-Utas 1s a distribu-
tor of automative reconditioning
machine fools and has long been
part of the Eurefin group, Dura-
foam 15 a manufacturer and dis-
tributor of PVC plastic outdoor
and leisure furniture and 1s a re-
cent acquisition by Eurefin Utas
Investments holds a portfolio of
selected marketable securities

It the deal goes ahead as
planned (management has said
1t 1s subject to certain conditions
precedent), then Eurefin will
with one hand be giving over
R6 million to Eurovest, but with
the other hand will be taking 1n
some R15 million from the sale
of assets on which the market
seems unwilling or unable to put
much value

So Eurefin 15 now a cash shelil
with R40 miliion and, with the
collapse of the Sage deal, there
15 talk once again of a possible
deal with Brian Joffe
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Merger-set )
makes 50% tut

HOMEMAKERS Holdings
achieved a 50% jump 1n turnover
to R179,6m to post a 77% rise 1n
operating profit to K20,4m in the

S1x months to June

Confirmation that the furmture in-
terests of Homemakers {consisting of
World Furnishers and Bradlows
Stores) are to be merged with Joshua
Doore, plus the success of the merger
of the W& A retail and consumer
goods companies, are highlights of
today’s interim report

Earnings rose by a satisfactory
36% to 6¢ a share (4,4c a share) on the
Increased 1ssued share capital A 2¢
mmterim dividend has been declared

CE Hilton Nowitz says taxed pro-
fits of each division were ahead of
budget Traditionally, the greater
proportion of profiis are earned in
the second half of the year and Home-
markets directors expect this trend
to continue Given stable operating
conditions, earnings growth for the
full year should easily exceed the
rate of inflation

An overall improvement 1n effi-
ciency resuited 1n Homemakers’ op-
erating margm mmproving to 11,4%

—mm—m———

COMPARIES

LIZ ROUSE

from 9,7% Nowitz says the ontstand-
Ing performance came enfirely from
organic growth and reflects the ener-
gy and enthusiasm of management
and staff

The companies, which pooled their
resources to form Homemakers with
effect from July last year, are work-
Ing excellently together The syner-
gies that were the rationale for the
merger are starting to flow between
the four operating divisions direct
selling, furniture, textiles and home
improvement, the latter having been
acquired with effect from January

Nowiiz says the long-term profile
as the holding company, for clearly
focused retailers and distributors of
consumer goods, 1S DOwW emerging
Management of the divisions 15 de-
centralised with the holding company
board providing strategic guidance
for autonomous teams

Gearing remains within the self-
imposed ceiling of 60% The halance
sheet thus continues to provide a
sound base for continned growth,

emakers
jols|gs  Elowy
OVET jJump

cally and through carefully consid-
ered acquisutons that will entrench
the operating divisions as leaders in
their own marketplace sectors

Many potential acquisitions have
been brought to Homemakers but
only those which wiil enable the
group to achieve a strategic stride 1n
1ts development programme are con-
sidered The board will remain selec-

tive 1n 1ts attitude to acqusitions

Executive deputy chairman Mel-
vyn Gutkin says Homemakers seek to
improve the quality of earmings and
develop those aspects of 1ts business
that have demonstrated an ability
over the past five years to grow even
In {imes of recession

Homemakers 13 now established as
a strong company with the manage-
ment teams, the financial resources
and the commitment to achieve
above-average earnings growth both
in the long and short term

Homemakers shares are trading at
around 90c, lower than the opening
price At this level the stock 1s under-
priced on prospects and a traditonal-
ly higher final dividend will make

which will be achieved both-organ-__yield atiractive ;
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Furntech [prospge%t -1

KITCHEN and office furmture group
Furntech’s turnover and profits soared
1n the s1x months to June and prospects
are buoyant for the rest of the year

Interim results show that a dynamic
group has emerged from the B S Furni-
ture group — salvaged by the Krok
brothers and run by Chfford Gundle

Turnover leapt by 71% to R36,3m
- (R21,2m) while operating profit in-
creased by 94% to R2,1m (R1,1m) Net
rofit mmcreased by 66% to R1,8m
(R1,07m) with earmings up 50% to 6,3c
4,2c¢) a share on a larger 1ssued share
apital
The dividend has been kept at 2c and
ividend cover wiil remain at 3,2 1n 1988
enable the purswit of a policy of
bove-average growth (internzlly and

acquisition} without strammng the
alance sheet, say directors,

Policy 15 to take maximum advan-
age of the opportumty to expand, on
he basis of 1ts R30m assessed loss
hich derives from the acquisition of
Ir Cupboard Dividend cover will
herefore be raised further until a cover
of 4,5 times 1s achieved When the group
becomes liable for {ax a dividend cover
of 2,5 times will be applied

Furntech directors say that the mini-
mum tax on company levy (MTC) pay-
I able 12 September amounts to R131 632

| uzrouse ]
and the effect on the company will be
neghgible Should MTC be levied again

in 1989, shareholders are cautioned that

this may necessitate a further revision
to the dividend policy

Mr Cupboard, acquired in March, 1s
expected to improve on the R1,1m pre-
tax profit warranted mn the eircular to
shareholders published 1n May The
agreement stipulated that if Mr Cup-
board exceeded this profit, an addition-
al payment would be made on the basis
of R3 for each Rl of pre-tax profit

Furntech has emerged with httle
debt (gearing 1s 34%), large tax losses
which leave breathing space for about

three years and highly profitable oper-
ations

The bulk of 1ts income 18 earned 1n the
second half of the year and directors

say the growth will be maintained at
current levels

Some analysts have put the year’s
earnings as high as 20c a share Net
asset value has risen to 49,5¢ a share,
yet the shares are languishing at 60c A
much higher rating is warranted in
spite of the conservative dividend poli-
cy as Furntech 1s one of the higgest
success stories in the past year
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relations and the socio-political sphere,
as well as further restrictions by the

authorities on consumer credit, could
seriously affect demand for furmture,
says Ralph Steele of Gomima Gomma
Holdings 1in lus chairman’s report

In spite of this, government and pri-
vate sector activity 1n the provision of
housing 1s a positive factor for future
demand

Steele says while efforts to turn the
group around are being implemented, 1t
would be imprudent to make specific

a feels the pinch

'

p

PATRICK MAFAFO |

forecasts of profits for the 1988/89
financial year

Gomma Gomma failled to achieve
prospectus forecasts 1n 1ts first year on
the JSE, recording a loss of R331 000 for

the year

An industrial relations programme 18
being 1mplemented, and in March the
group signed a recogntion agreement
with the Cosalu-affihated Paper, Print-
g, Wood and Alhed Workers Union




VICTORIA LEWIS )
Room for ex sion

Especially i current gloomy market condi-
tions, investors expect companies to beat
prelisting forecasts For EPS to fall short
even by 0,5¢ — especially after the forecast
was repeated at half-time — damages the
image To say that the shortfall was the
result of disruption by an earlier than expect-
ed move to new premises does not console
mvestors, nor does the surprising 0,2¢ high-
er-than-forecast dividend Stated policy was
to distribute about 40% of earnings

The move increased production floor space
from 4 000 m’ to 15000 m? and will treble
production capacity It's been followed by
the installation of R6,5m new plant, all ex-
pected to be commssioned by this month

M 198\e%

Activities: Makes domestic bedroom furriture
at company-owned prermuses i Nancefield
Control: The directors own 8,6m shares and
Ozz owns 3,5m

Chairman: R Woolf, managing director HL
Hovsha

Capital structure: 77,5m ords of Tc Market
capitalisation A5,25m

Share market: Price 30c Yields 11,7% on
dividend, 23,0% on earnings, PE ratio, 4,3,
cover, 2,0 12-month high, 6b¢, low, 26c
Trading volume last quarter, 735 000 shares

Financial, Year to February 28
‘85* '86* ‘87 ‘88

Debt

Short-term {Rm} — — 0,4 1.5
Long-term (Rm) — — 1.0 2.9
Debt equity ratio — — — 0,63
1 Shareholders interest —_ — — 0,50
Int & leasing cover — — — 5.0
Debt cover — — — 0.4

Performance
‘85 86 B7 ‘88
Return on cap (%} — — — 14,5
Turnover {% ncrease} 97 369 602 295
Pre-int profit {(Rm) 04 0,6 1.5 24
Taxed profit (Rm) 03 03 08 1,2
Earnings (c} — — 4,6 6,9
Dividends {c) — - — 3.5
Net worth (c) — — —_— 46

*Pro forma prospectus figures

Ex-chairman Roy Woolf (replaced as chair-
man and CE by former MD Hymie Hovsha
at the AGM) said the benefits should be
realised during the second half of this year

Woolf said conditions 1n the furmture 1n-
dustry have improved since the second half
of 1987, and the company 1s well placed to
take advantage Provided activity in the 1n-
dustry 1s maintained, he forecast improved
results this year

The notes to the accounts say “appropriate
long-term finance has becen arranged” for
the new plant, which Hovsha elaborates as
long-term bank loans Of the R4m raised by
the May 1987 1ssue, half went straight mto
financing prior capex and half mto working
capital In spite of this, the costs of expansion
have converted 1987’s cash balance of
R665 000 into a net overdraft of R1,4m

There 1s no source and application of funds
statement, as the company was advised one
was not needed 1n the first year of listing — a
view happily not shared by most new hstings
— but 1t does seem that expansion s taking a
temporary toll of hiquidity

Interestingly, net worth i1s 50% higher
than the prospectus pro forma, the main
reason bemng a R2,2m revaluation of the new
property, which seems to have been a smip
Hovsha says 1t 1s still conservatively valued

The 1ssue price was 50c and the share has
shown little ability to chimb back from its
subsequent low of barely half that Even a
transfer from the DCM to the primary lst in
November did not help The 1ssue was under-
written by Ozz, which is showing a R700 000
deficit on its stake

The new factory should support a substan-
tially bigger volume of business and intrins-
cally the share looks underpriced, but the
generous yield pattern shows that the market
still has to be convinced Michael Coulson

- nl—
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Gom

GOMMA Gomma
shares have had a run
In the past two weeks,
and not without reasgn

Listed in June last year
(Gormma is one of SA 5 largest
manufacturers of lounge fur
mture On flotation R5 mal
hon was raised, primartly to
convert debt inlo equity
Shares were issued at 100c
each

Gomma has been estab
lishd for hall a century Tt
was started by the Steele
brothers, of whomn Ralph is
the current executive char
man

Prospectus forecasts were
niot met because of produc
tion problems, and instead of
earning l4¢ a share Gomma
recorded a loss of 2 4c in its
maiden year as a public ¢com

pany

LIMITED

The share price fell ac
cordingly reaching a low of
2Jc¢ on August 11 The current
price 15 30c Although it may
dip a little on profit taking 1n
the next few days 1t looks to
be offering value for money

at this level

I believe that if Gomma
thought it could earn l4c last
ear but did not, then maybe
t can earn it this year Any
share on a ferward price
earnings ratio of two has got
to have limited dosenside

Mr Steele would not be
drawn on an earnings fore-
cast for the current year but
locked content as he gmded
me around the 25 000 square
metre factory — possibly the
largest in the southern hemi
sphere

L M E O

" Jul

;
Absclutely everything re-
quired to make upholstered
and wooden arm lounge
sultes coffee lables and La
Z-Boy single chairs Is made
on the {Jremlses Haw male

rials of fabne [ecam sponge
and waod are converted into

pieces of furpiture at a rate
of about 1400 preces a day

PROBLEM

Mr Steele estimates that
Gomma corners 209 of the
[oange suite market, and that
itz product range spans the
specirum

‘We are pot tied to one in
come bricket he says 'In

the past few years our efforts
have been pgeared ifowards
the growing black retail tnar
ket The advent of television

s PR
b el T

Gomma Gomma Holdings

ar -_m -

i

L

4

Sep Nov Feb

to black households has
spurred the demand for comn-
fortable easychairs
The major problem facing
(zomma is produclng all it
can scll Every line I8 pre-
sold
Mr Steele feels bad about
last year s industrial difficyl
ties which left Gomma un
able to deliver the goods
Stocks of materials had
been bought but strikes
Jneant that nothing was
+ made or sold Gomma 15 ad-
dressipg production prob-
lems on two fronts

WASTAGE

The frrst is the appoint
ment of a butman resources
managetr to |mprove rela
tions with the work force
The worst may be behind

—

PABXs

250 PABXs for sale or take over
rentals Electronic, semi-electronic
or electro-mechanical with printer
or music Any make, any size
PABX EXCHANGE (PTY) LTD
TEL (011) 339-2272
Instaliation and service anywhere in SA

LEERE Y]

DIVIDEND ANNOUNCEMENT

for the year ended 30 June 1988

Operatung Divistons

- 1 | I
b Film Production Dhyasion Services Divivon Sports Dhaision
s Toran levernannnal Ster hinckor \uden, [ntrrsparr
dnnited (Praprictary) Limured Computicket Cinemark aned Weeprer it Limared
Irene Film Laboracronies
+69% GROUP BALANCE SHEET 1995 1957*
. AT 30 JUNE 1988 Roods  ROOOs
' 65:’#"’9 | Shareholders funds
i) 1 Sharcholders equity &7 102 5¢ K9
+45 /o | T Owtsnde shareholders inreree & 00 1341
4 74007 )
d Inrerewe beaning debr
!" Long term horr wange 4 460 i M
EﬂdEd 30 JL]I‘.I.E 1988 Sho t term borowinge X7 457 L
T
IR ¥ 4

Ch 987"
s  Increase ROD) =

i;.?ﬁ

Total capial employed

105 919 1 448

49 135 605

Fisrd s 2nd imeettmenas

Oiperating awets
[mvestments aod looms

TR R7)Y SN 2
14 0B% Rl

- Tt 1

n

Apr Jun 1988

Gomma now Both sides have
learned over the past year
that not werking and not
earning are o good for
thern OI the 673 weckly paid
stalf the lowest employee
earns R3 10 an hour

The second is aimed at
more efficient use of the shop
floor and the machinery

Efliciency is important

says Mr Steele and our
wastage must be kept to a
MInImum

A foreign consultant 15 due
to visit Gomma next month
to shed Light on productien
methods used elsewhere

Gomma 5 performance de
pends on its abulity te deliver
the goods To some extent
Mr Steele is willing {0 sacri
lice ex émrt (;;ruv. th te keep up
with SA demand Exports
have grown strongly 1n the
East few years and could get

IZger capacity permitting.

LEATHER

The same goes for leather
furmture Higher demand in
SA 15 merely part of the
worldwide swing Lo leather
Eﬂ-ﬂds But Mr Steele says he

as closed the order book this
year because he 15 vnable to
meel demand
We have ouvtgrown the
available space The factory
i5 working overtime every
nmight but 1f we have a dis
pute or a go-slow there coutd

be problems I dont want to
let my customers down

The customer base {3 every
retailer in SA Mr Steele can
not think of one with which ke
does not do business Large
orders from chain stares
make for better efficiency

La Z Boy reclining affice
chairs offer potential for
Gomma It has become the
biggest selling office chair in
America Gomma |s hot con
cerned that further US trade
sanctions would affect busi
ness

We have bought the H

cence and all nghts and
;nanuiacture our own jigs

ere '

CONTROLS

Mr Steele says that be
cause the Government has ln
troduced itmport controls on
aprliance& many retai‘ers
will seek to expand thew fur
niture sales — o the benefit
of Gomma

There are 157 mithon
Gomma shares In issue and
the net asset value IS conser
vathvely estimated at 59¢
Gearing is not alarming at
42% representing borrow
ings of H4 5 rmilhon

GLomma has recosvery po
terital and although no
shares should be chased in
ih s market Gomma at I0c
locks okay
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| Joshua
PIoore
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 the way

LINDA ENSOR

THE annuai report of Josh-
ua Doore showed confinued
improvements 1n profita-
bility, asset management
and efficiencies

Chairman L.eshe
Mankowitz claimed 1t prob-
ably had one of the “clean-
est and best-controlled”
debtors books 1n SA

“Debtors mcereased from
R69,08m to R95,11m and in
spite of these substantal
increases, the ratio of inter-
est-bearmng debt to share-
hoiders’ funds decreased
from 45,6% to 44,7% ”

Operating margin in-
creased from 7,7% to 9,4%,
while the return on average
shareholders’ funds 1n-
creased sharply to 27%
(20,4%) and the return on
capital employed to 18,3%
(16,9%).

Debtors

Attributable profit in-
creased by 63,7% to R9,7m
(R5,9m) .

Over the past two years,
despite a doubling of the
debtors book, bad debt as a
Eercentage of the debtors

ook was reduced by 70%.
. On prospecis, Mankowitz
said “It was hoped that the
punitive measures applied
recently against consumer
demand would not have
been necessary ¥ The furni-
ture industry had always
been susceptible to “stop-
g0” measures and 1t was
regrettable that this contin-
ues to be the case

MD David Sussman add-
'ed that there would almost

certamly be a dechine in
consumer spending, but
with the acquistion of
World and Bradlows, he
“was confident of acceptable
real growth
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STRIKES and credit res
drastic im
for the exght months to end-Au
bottom-line
dramatic 1mp

The‘fmancml year has been .changed

with
that of Malbak.
Earnings a share of 203c rose & Ie
o, over the previous un-
onth figure of 159¢ and &

of 50¢ (39c) was declared
by a mere 7.5%

Eut \the sharp rise

S roms from 10,3% 0 12,6%, genera-
%A1 impmvement i operating

m (R19 sm).
» * vphe achievement attested to strict as-

| , which saw the debtors’
get mana gement, W e

ledger dechne by about R12m

kil
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Ellerine retrieves bottom-line growth

man and MD f'ric Ellerine gaid this was
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partly due to the government-im
increase mn deposis required and the
tightening up 0 credit terms, but also to
internal management action As a con-
sequence cash flow improved
fllermne believes, in the current eco-
nomic environment, sales “are not ne-
cessarily the be all and end all of every-

thing” :
Current assets fell to R236,1m (R245m

at year-end) and current liabilities to
R927m (R113,9m).

A 37,8% reduction in finance costs saw
pre-tax income rise by 40%, though a

vise in the tax rate from 37.8% to 43,2%
meant attributable income mcreased by
Ri4m (R10,8m).

® From Page 1 “'3\ N\ q::%

Cash is available for the expansion
y to revamp and relocate
The 300th

as government restrictions are be
ning to be felt However, he does not’
expect this to have a dramatic impact
on the bottom line and furth
growth is expected this year.

Net asset value hag risen to R19,64
(R18,06 at end-December At R10, the
share price 18 at a 96,4 discount to
NAV and 13 trading on an annualised
dividend yield of 75% and a pe of 3,28
times compared with sector averages of
7,6% and 4,9.
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earmngs benefits rom merger

Acqusition of the World
and Bradlows furniture
retailing chains is ex-
pected to produce signifi-
cant, on-going earnings’
beneflts as from 1989,
shareholders of Jushua
Doore are told 1n the for-
mal acquisition docu-
ments posted to share-
hoiders

The transaction will
create one of the top

three furniture retailers
1n Southern Africa, with
178 stores throughout the
region and a turnover 1n
excess of R400 militon
per annuin

Without the benefit of
World and Bradiows, Jo-
shua’s management team
turned the company from
an operating loss of
R30000 1n 1986 — the
year prior to gainng con-

-

trol of Joshua — into
R9,2 million profit in the
year ended June 1987 and
boosted this to R14,7 mil-
lien 1n the year to June
1988

Earnmings moved from
a loss 1n 1986 to a profit
of 8,6¢c per share in 1987
and increased to 13,8¢ 1n
the year just ended

Formal acquisition
documents posted to
shareholders say “man-
agement expects the syn-
ergies made possible
through the merger to
produce sigmficant, on-
going earnings benefits
as from 1989 ”

Joshua will issue
107 milhon new shares to
Homemakers Holdings 1n
payment for 100 percent
of World and Bradlows

Homemakers will re-
tain 87 million of the Jo-
shua shares and 1n De-
cember will offer 20 ml-
lion Joshua shares to
Homemakers sharehold-

ers at 50c per Joshua
share

This will 1nject
R10 million cash into
Homemakers for deploy-
ment 1n 1ts other high-
growth divisions, and
leave 1t with a 49 percent .

shareholding in the en-
larged Joshua -

The offer of Joshua
shares to 1ts shareholders
conforms with the Home-
makers policy of balane-
Ing 1ts earnings between
general household goods
and furniture, and gives
the Joshua management
team a greater degree of
Independence

The documents state
that W& A Investment
Corporation and the ex-
ecutive management of
Homemakers ‘“holding
between them some §5
percent of Homemakers,
have undertaken to ac-
quire all the shares 1n Jo-
shua offered to them, and
have stated their inten-
tion to hold them as long-
term investments ”

The balance of the
otfer will be underwrit-
ten by FSI Corporate Ser-
vices, a wholly-owned
submdlary of FSI Cor-
poration, “which 1 turn
holds undertakings from
W& A and the manage-
ment of Joshua that they
will acquire from FSI
Corporate Services any
shares in Joshua 1t ac-
quires inn terms of the un-

derwriting agreement " —
Sapa

'“Wuﬁ -
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Atcol earmings up

shaiply by 39%

JOHANNESBURG — Afcol’s earnings rose sharply
by 39% to 90,1¢c a share (64,9¢) for the s1x months to
end-September

The interim dividend 1s also up 39% to 45¢ (32,5¢)

Profitability has clearly also 1mproved as turn-
over rose a more modest 19% to R289,9m (R243.9m)

Operating profit climbed 31% to R24,8m (R18,9m),
while dividend income and equity-accounted earn-
INgs were up 44% to Ril,6m (R8,1m)

The directors comment about prospects that *the
measures taken by the authorities to moderate con-

sunmer expenditure are expected to affect the de-
mand for furniture 1n the next six months

“Trading conditions are expected, therefore, to be
difficult
“Neverthless, the group expects earnings for the
full year to reflect a satisfactory improvement.
“The turnover increase of 19% 1s a most pleasing
performance seen against the background of the
level of national spending on consumer durables
and the fact that six major Transvaal plants of Afcol
operated under strike conditions for seven weeks
during this period
“This 1ncrease, together with a 44% improvement
In equily accounted earnings, resuited in attribut-
able earnings rising by 40% over the comparable
period last year
“In accordance with the group policy of paying a
twice covered dividend, the board has declared an
mterim dividend of 45¢ (1987 32,5¢)
Kallenbach-Hendler — the office furmture manu-
facturing subsidiary of Afcol — was merged with the
office furniture manufacturing interests of Mathie.-
501818 and Ashley Holdings with effect from July 1,
19
“The 50% 1nvestment in the new merged company
has been equity accounted from this date ™
‘Gearing at 42% of shareholders’ funds 1s below
budgeted levels and 1s expected to reduce further
by the finanecial year-end — Sapa *
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Earnings up 39 percent at 90,1c a share
(64,9¢) are reflected in Afcol’s results
for the six months to September.

The interim dividend is up 39 per-
cent at 45¢ (32,5¢).

Turnover shows a more modest 19
| percent rise to R289,9 million (R243,9
million).

Operating profit chimbed 31 percent
to R24,8 million (R18,9 million)

Dividend income and equity-ac-
counted earnings were up 44 percent to
i R11,6 million (R8,1 million)

The directors say *“The measures
taken by the authorities to moderate
consumer expenditure are expected to
affect demand for furniture in the next
s1Xx months
t  “Trading conditions are expected,

therefore, to be difficult.

“Neverthless, the group expects
earnings for the full year to show a
satisfactory improvement

“The turnover increase of 19 percent
|is a most pleasing performance seen
agamst the background of the level of
national spending on consumer dura-
bles and the fact that six major Trans-

HC(I interim

' n, \\('bmance Staff

dividend 39 percen

Improving Afl lifts_|

\b

vaal Afcol plants operated under strike |

conditions for seven weeks during this
period.
“This increase, together with a 44

percent improvement 1n equity ac- | W2
counted earnings, resulted 1n attribut- str(
able earnings rising by 40 percent over | P®
the comparable period last year ‘13*3’
Group policy m
“In accordance with group policy of | I
paying a twice-covered dividend, the
board has declared an interim divi- | 4
dend of 45,0c (1987 32,5 cents) (L
“Kallenbach-Hendler — the office |
furmture manufacturing subsidiary of | .
Afcol — was merged with the office y
furmture manufacturing interests of |
Mathieson & Ashley Holdings with ef- | ,
fect from July 1 1988. ]

“The 50 percent investment in the
new company has been equity-account-
ed from this date”

Gearing of 42 percent 1s below bud-
geted levels and 1s expected to reduce
further by the financial year-end —
Sapa.

Copaer and platinum

ea nings fa%@ Prices ra ﬁy 11 US(@

Hosken Consolidated In-
vestments (HCI), which

holds IGI and IGI Life as

[l i1ts two major investments,
L eamartead o RAO0 000 10oge 1IN

CHICAGO — Copper and platinum futures rallied
again Tuesday on strong demand from speculators
and 1ndustrial users For the second day in a row,

spot November copper set a record of 148,50c a pound
Avvrnea tvadineg while Dacromher and Mﬂ'ri"‘h nnqtpd




i

o

&b

AL S I\

FURNITURE MANUFACTURE
Carving out profits

There are no bargains at the hand-carved,
top end of the furniture market — and there
1s no shortage of buyers, either

Furniture craftsmen say the market 1s
booming How much, is hard to say The
market 1s so fragmented that no one claims
to know 1ts overall size

However, four Johannesburg-based man-
ufacturers say they cannot cope with de-
mand They have enough orders to keep
working at full capacity until May 1989 —
*and the orders keep pouring 1in”

Buyers are prepared to pay R15 000 ex-
factory for a dining-room suite Some will
pay R4 000 each for fully-carved dining-
room chairs and wait months for delivery To
achieve uniformity, the chairs are carved by
one woodcarver, who can take a month to

complete a single item

There are several reasons why people buy
fine, solid-wood furniture, and they aren’t all
related to the furniture’s aesthetic and in-
vestment vahie

Gunther Hartmann, MD of Hartmann &
Keppler which expects to turn over Rém this
year, says another reason for the boom is that
“people are afraid rampant nflation 1s
around the corner,” and they buy while they
can still afford it

Like yachts, good furniture has also be-
come a way for emigrants to get extra money
out of SA Some furniture 1s exported, main-
ly to black African countries Several embas-
sies have thewr furmiture made i SA

Vienna Woodcrafts’ Harry Hambammer
suggests demand 1s increasing because well-
made furniture 1s developing a rarity value

“There won’t be many craftsmen able to
make 1t, once the present generation dies out
Youngsters are not interested 1n becoming

wood crafstmen " he says “Three of my men
died or retired recently I haven’t been able
to replace them ”

Prices are influenced by labour costs and
inflation The staple wood for most manufac-
turers 1s Yupgoslavian beech, bought through
Italian agents While the price hasn’t risen
much 1n Italy, 1t has in SA because of the
rand’s decline against the Itahan lira and US
dollar — the currency mn which seafreight 1s
calculated.

Furniture may also be made in SA-grown
solid woods like oak, but availability of these
woods 1s often hmited, say companies

Neoclassic Furniture jomt-owner Denis
Kalyvas predicts more labour-driven price
increases next year He says an across-the-
board increase in July amounted to 28%

“Another increase of 20% will come nto
effect 1n the first week 1n January We can’t
absorb increases like that We have to pass
them on to our customers,” he says |
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CONSUMERS will be expected to dig deeper into their
pockets for wooden and upholstered furmiture early
the new year. ‘

This prediction was made recently by Dr Winston
Smuth, director of the Federation of Furniture
Manufacturers of South Africa

4

Dr Smuth said the cost of umber, which represented

a2 substantial proportion of raw materal Inputs,
" would be increased by between 10 percent and 23
percent sometime 1n the new year

- ¥

He said this depended on the grade of the timber.

He added that mimimum wages in the Transvaal -
would go up by R15 a week with effect from January |
1. He said products such as foam, paints and fimshes *

would be affected by the increase 1n the price of Pll.f%
A R
: “In the face of these mevitable increasestthe

consumers must make use of the current favourable -

before the end of the year,” Dr Smith said
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stall next

FURNITURE manufacturers hit
the'R1bn sales mark this year but
will be lucky to do 1t again m 1989,
said Furniture Manufacturers Fed-

eration director Winston Smith.
(Last year’s R800m-mdustry has
siown 10,8% real growth in the first
three quarters of 1988, he said
“By the end of an “exceptional” 1988,
thé: furmture industry — comprising
1 350 factories and 28 000 employees —
would have chmbed back to 1984 levels,

fhedsaid

“4Th 1984, a clampdown on HP-condi-
‘{iohs sent the mdustry mto a decline,
forcing 500 factories out of business

But HP-conditions were tightened

port surcharges were o
slapped on several
factory 1nputs, and
the furmiture industry e -
was 1n danger again, ;
srmith saxd . i
Signs of trouble had ... Ty
already started to r
show, as order can- \ N,
cellations and returns f‘r.q -
from retailersrose by 4 B,
8% to 20% since Octo- &7
ber ® CHASKELSON
Smith warned that this would have a
serious impact on 1ndustry profits,
wiich affer tax mn 1988 would average
6% of sales, the best 1n many years
Afeol MD Jack Chaskelson said re-
turns had become a “threat” to the mn-
dustry Afcol would “tackle the 1ssne”
next year in talks with major furniture
retailers
Some small manufacturers (who
asked to rémain unnamed) complained
that returfi§ and cancellations were just
one part of the furmture chains’ bully-

Agam in August, mm- . L f 5

spree set to

CHRISTOPHER TUCHER |

tacties

These also included confidential re-
bates which they demanded from sup-
phers and payment periods that some-
times extended over 180 days,

But Chaskelson said rebates and
lengthy payment periods were mherent
to the industry Vign

“There 1s nothing imquitous about
this We have lived with 1t and wnll
continue to hve with 1t ” .

He said that 90% of the trade currenf:
ly went through six or seven furmfire
chains — and that concentration would

continue to grow. N
“Only the large chains have the finan<~

cial muscle to finance an HP-book-in
this pertod of high nflation ”

Many of the large retailers did more
than half themr business on an HP-basts,

especially with lower-income and black

buyers

Smith said that lower sales mght
lead to further concentration 1n the
trade, and there would be httle shift
among manufacturers

In order to remain at the R 1bn mark
In 1989, manufacturers would produce
fewer umts and raise prices substantial-
ly, he said i

Most traders said Christmas in the
furniture industry would be reasonable
but not up to expectations held earlier
In the year '

Rusfurn MD Jeff Austin said the
{rade was fully stocked for the Christ-
mas season, which for many retailers
represented over 20% of annual sales

“Our stocks are shghtly on the high
side, but we think it prudent to be over-
stocked 1n hght of cost increases 1n the
new year,” he said C o

k
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~  OFFICE furniture group Mathieson &
<) Ashley receitves a high rating m a re-
Qo search report by Frankel, Kruger, Vin-
. derine analyst Aloma Jonker who
~  recommends the share should be accu-

~__ Mulated

- “The group has excellent growth po-

£8 tential with a forecast compound
growth 1n earnings of approximately
35% for the next three years

“Management 18 committed to over-

./!Ml seas expansion which could add rand
hedge qualities to the group Cash flow

> 15 expected to be strong, which should
facilitate the forecast growth,” Jonker

O Ywrites
Ay The combined Dashing, Anglo Dutch

and Offex operations of the group claim
about a 25% share of the total office

furniture market which 1s estimated to
be worth R400m

Earnings a share — calculated on a
notional tax rate — are forecast to grow
to 168c (134c) 1n 1989 (a growth of 25,4%),
to 248c 1n 1990 (47,6%) and to 336¢
(35,5%) 1n 1991 This translates into a
compound growth rate of about 35%

Merger

Dividends are expected to rise to 67¢
(80c) 1n 1989 — a growth of 35% — to 99c
(47,8%) 1n 1990 and to 134c (35,4%) n
1991 Turnover growth during 1989 s
expected to be at least 126% as a result
of the Anglo Dutch merger and the con-

}l-.

tribution from Offex . ;7 | '«
__...H.._. .

[T et b B g ..r._.‘...-

“Scope for organic growth exists in
the upper and middle markets of the
local furniture industry for Kallenbach-
Hendler {(which consists of the recently
merged office furniture mterests of
M & A and Anglo Dutch) This can be
ascribed to pent-up demand and an -
creasing awareness of the mmportant
contribution office environments can
make to raising of productivity ”

Offex, the newly formed division, has
been performing extremely well and 1s
expected to provide the major part of
organic growth during 1989

Jonker says 1t 15 expected to contrib-
ute about 10% of turnover during the
next financial year though the contribu-
tion to earnings 1n this period should be

Analyst sees big future in furniture.

]

small due to start-up costs A signifi-
cant contribution to earnings could be
expected in the 1990 financial year

“M & A subsidiary M &A (Pty) Litd,
could also be used as a vehicle for or-
ganic growth as the group 1s currently
investigating possible agency arrange-
ments with foreign suppliers of state-of-
the-art office equipment ™! |

Expansion

Benefits from the offshore expansion
should also start flowing through within
the next 12 fo 18 months

“The objective is to build up the over-
seas contribution to a level of 30% of
M & A’s earnings 1n the medium term”
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Fmance Staff

The credit restrictions and other
measures 1mposed by the Gov-
ernment 1n August last year, to-
gether with ijnereases 1 iterest
rates are hting the furmfure
industry hard and sales have al-
ready dropped sharply, says Mr
Frans Jordaan, executive direc-
tor of the Furniture Traders As-
socilation

“Qur monthly survey of about
1150 members countrywide re-
flects a sharp downturn in retail
sales In August when the 1m-
port surcharge was announced,
there was a mini-surge 1i busi-
ness as consumers rushed to buy
old stock” TV's, qudio and
sound equipment before the new
surcharge»was imposed Never-
theless, the.growth 1n sales over

August 1987 was only 14,25 per-
cent — barely ahead of the 1n-
flation rate

“In September the growth
over September 1987 was 8,1
percent and 1in Qctober 1t
dropped to 1,42 percent over Oc-
tober '87 This 15 certainly nega-
tive growth and 1s cause for se-
rious concern among furmture
retailers,” he says

Ripple etfect

“Unless there 15 some form of
relaxation and a revitalisation
of sales, we could be looking at
a repetition of the 1484 citua-
tion,” says Jordaan

«And if sales contmue to de-
cline the mpple effect will be
felt by furnmture manufacturers
as well as appliance, radio,

sound and TV manufacturers
and distributors,” he adds

“We have been comnmunicat-
ing with the Government and
will continue to do so on an on-
going basis ”

On the positive side, says Jor-
daan, the industrial relatlons as-
pect of the industry seems 10 |
be running mMore smoothly, due
largely to the fact that 1988 had
been a year of massive educa-
tion and training

“We distributed an enormous
amount of mformation to the
media on subjects hke how to
buy furniture and parallel to |
this, we embarked ont a naupn
wide programine to train on-
the-floor sales staff i product
knowledge so that they can pro-
vide a better SErvice




M & ' ;Afman
DETAILS of ?manclal“:&ucturmg of the
g

merger hetween Mathieson & Ashley's
(M & A) office furmture division and Af-
col’s Afman have been sent to
shareholders

The effect on M & A at June 30 would
have been {0 increase net asset value from
317¢ to 623¢ and earmings would have 1n-
creased by 39% from 135c¢ to 188c

The pro forma turnover figure would
have been R73,9m (R3%9m), operating 1n-
come R9,9m (R79m) and attributable n-
come R53m (R3.8m)

As payment for the sale of its office
furmture division to Kallenbach-Hendler
— the name of the merged company, which
has gross assets of about R3ém — M & A
received R10m 1n cash and a R12,5m loan
account

The purchase price was broken down as
follows net tangible assets, R7.5m, trade-
marks, Rom, and goodw:li R10m

Kallenbach-Hendler also agreed to allot
M & A 15 000 fully pard A ordinary shares,
voting rights and some of Kallenbach-
Hendler s enlarged 1ssued share capital
after the merger This allotment was set-

AgreeT e

tled out of the loan account

The A shares are entitled to a non-cumu-
lative preferential dividend equivalent to
13,4% of the pre-tax earmngs of Kallen-
bach-Hendler to June 1991 After that they
will rank as ordinary shares

M & A ended the 1988 year with a sound
balance sheet

Gearing stood at 11% (49%) and the cur-
rent ratio at 2,5 times (2,1) The pre-tax
return on turnover shot up to 19.7%
(12,7%)

On prospects for the coming year, chair-
man Winky Ringo says “The group’s sub-
sidiaries are well-placed for further
growth and the R10m cash on hand has not
been committed to existing divisions but
has been invested in short-term monetary
Instruments

“These funds, along with the group’s
greatly enhanced ability to raise addition.
al capital, enable the group to seek and
enier into further significant business ven-
tures I look forward to further real in-
creases In earnings in the coming year

RAY BOWERS has been ap-
pointed LTA Buwilding Pro-
jects executive chawrman
and LTA Comiat Homes

chairman
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KERRY MURPHY has been

appointed Supertrans VID

b

3“

i

-3

1 v

e 4
Yy ]

WILLIE BRIGHT has been

appointed an executive

director of the Sentrachem
specialities division
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PETER WHITFIELD has been
appomted to the Karbochem
board
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GERRIT GROND has been
appointed Sentrachem spe-
ciahties division financial

director
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CHRIS BALTSOUCOS has
been appointed to the Lion

Match Company board
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elected to the Unitrans -
bhoard ,

Ij E "
e FE e anitin 1

f
TEITN o ! i
STEVE HOBBS has been af- : !

pointed Corporate Data
Control financial directoy. i
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STEVE CONISBEE has been {
appointed Corporate Data %
Control technical director
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GRANT FISCHER bhas been

appointed New Kleinfontern
Prooerties MD



It now seems that Barlows is the
Party involved in negotiations with
Curries and that the negotiations con-
cern Curries’ motor operations only
and do not involve the group’s prop-
erty and other interests

A caut.onary statement 1ssued by
the group some weeks ago led to
market speculation that Curries was
negotiating with either Saficon or
Barlows But now 1t seems that the
field has narrowed to one — Barlows
which has an established motor retail
operation

Barlows would not comment and
Curries’ executive charrman Mackie
Brodie would only state that he
hoped to make ap anmouncement by
the end of this week He indicated
that it was uncertain ag this stage
whether that statement would an-
nounce a deal or announce the term-
nation of negotiations.

Caution advised

Mr Brodie seemed concerned that
market talk might encourage buying
of the share and lead to a higher
share price and he advised caution 1n
dealing in the share

Since the announcement the share
has risen from R11,50 to R13 but only
300 shares were tradeg This reflects
the tight holding of the share

Curfin holds 52,48 percent of Cur-
ries and istitutional investors the
bulk of the remarnder,

Major shareholders in Curfin are
Gresham Trading, which has around
32 percent, and the Jaffe family
which has had a long association with
Curries

At R13 the share jg on a
Price/earnings ratmg of 6,4 times
and a dividend yield of 9,6 percent
compared with the motor sector av-
erages of 4 tunes and 5,2 respective-
ly. MeCarthy’s, 1n the same sector, is
on a P/E of 52 tumes and a dividend
yield of 6,8 percent

Motor operation

Market talk 1s that the dea] m-
volves only the group’s motor opera-
tions which provides the bulk of the
]Zl)rﬂflts

The group alse has finapce and
leasing operations and truck and car
hire busmess. It seems that nerther
these nor the group’s property portfo-
lio, valued at around R18 mithion, will
be bought by Barlows
. One of the major assets 1o Curries’
motoy operation 1s its Delta frap-
chise The group has been involved
with General Motors smce the late
1946s -
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Curries share price trend

' However in 1985, the then chair-
man Abe Jaffe, noted that although
the motor divisign had turned in ap
excellent performance and mcreased
market share, 1t had to close a num-
ber of outlets Jaffe blamed thig op

manufacturers who debased frag., |

chises by having tgo many dealers

Just after the close of financial
1987 Curries sold its furmiture divi-
sion for R6,5 malhion At end-finaneial
1988 the group wag sitting with cash
of R38,9 million

Record profits

In his annval review Mr Brodie
Stated 1n reference to the 1988 per-
formance “It 15 ng coincidence that
in this financial year under review,
the first year in which nearly all iis
trading energy and €xpertise was de
solely and only to the motor
business, that record profits were re-
corded ”

If the motor operations are sold,
Curries 1n effect becomes a cagh
shell with the R9 mtliton existing
cash and the proceeds from the sale
of the motor operations There s
speculation that the property portfo-
ho, valued at argund R18 mullion,
would be sold to Curfin ‘

At present the group 1s estimated
to have a net asset value of around
R 16 per share. '

The property and R9 million cash,
account for some Ril,50 per share
which means that the pther interests,
chiefly motor, are only being valued
at around 450¢c. But this valuation

presumably does not include good
Wl oL e e




‘Rating system for furniture
1 By 16//]8

* V THE South African Bureau of Stan-
dards (SABS) 1s to introduce a quality | SYLVIA DU PLESSIS
-~ rating system for furniture within the &R
i, next two to three months, if the furm- an A-D rating /
ture industry approves it, furmiture The new system, which has been 1n
division manager Johan Botha says the pipeline since June last year, will
All furmture — from chairs, tables complement the quality management
and cupboards through to screens and  System which has been operating 1n
partitions — will be graded according most furmture factories for about six
to durabhility and performance months
The specifications, which the SABS 1s Botha says the quality management
still drawing up, differ from construc-  System is seen as a prerequisite for the
tion specifications, which are to be ntroduction of a rating system and 1s
scrapped soon, in that they are perform-  Intended to assure buyers that the end
ance orientated product 1s made mn accordance with
This means the SABS will no longer  acceptable standards ‘E,:
“Interfere” i the design of furnifure, Furmture Manufacturers’ Feder-
says Botha ation director Winston Smith has wel-
No commodity will be given the SABS ~ comed the move saying i1t will benefit
quality mark if 1t has not quahified for  consumers 1n the long run ‘




Math Ash is on
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'CASH-FLUSH Mathieson & Ashley
(Math Ash) is following up various ac-
gquisition opportunities after merging
its office furniture division with Afcol’s
Anglo Dutch business at the end of the

financial year to June 1988

Details of the merger are given to
shareholders 1n a circular accompany-
Ing the annual report The merged
group, Kallenbach-Hendler (K-H) —
comprising Dashing, Woodmet, Offex
and Anglo Dutch — has gross assets of
R36m and turnover in excess of R36m

The R106m cash payment received by
Math Ash from the jointly controlled
* merged operations has been invested 1n
short-term monetary istruments and
must be worth about R11m at present
«. In addition, the 15000 fully paid A
ordinary shares acquired by Math Ash
in K-H carry a non-cumulative prefence
dividend for the first three years of
trading — 13,4% of pre-tax profits for
the current year, 124% for 1990, and
6,4% for 1991

The effect of the merger was to 1n-

— el N e AR R E e N A —_—

cquisition trail
| q

MERVYN HARRIS

crease Math Ash s net asset valus at end
June from 317c to 623c

Math Ash chairman Winky Ringo
says in the annual report that while the
merged operations — the largest n
southern Africa specialising in the man-
ufacture and distribution of office furm-
ture — will have certain synergetic
benefits, cach company will operate
with ndependent management and
compete against one another

1
]

Name change

Ringo 1s looking to further real in-
creases 1n earnings after the group re-
ported record results in the last finan-

,c1al year with Dashing-Woodmet agaimn

the mamn contributor to group profits

Investors Club, which holds 72,9% of
the ordinary share capital and 33,8% of
the preference share capital of Math
Ash, 1s to change 1ts name to Vestacor
as its current name no longer reflects
the nature of 1ts business
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Figures suggest aoébﬁm& tfrend
[ sviviapupLessis |

DECEMBER sales figures released by
the Furmture Traders Association
(FTA) mndicated a downward trend
ahead for the mdustry, FTA executive
director Frans Jordaan said yesterday

Figures submutted to the association
by 1150 retail stores counfrywide
showed growth of about 8,48% over the
previous December, but this represent-

~ed an effectiye 10ss of growth of about

lal

4% when.gnflation was  taken 1nto

ML kb bx Iy i

> account N T T

» The disappointing figures were ﬁ_,m
' result of a number of factors, including

¥

" mcreased interest ahd bond rates and

L
3

LY

government restrictions on hire-pur-
chase arrangements, he said .

“I'm very unhappy with the figures
Ii sales continue to decline, the ripple
effect will be felt by furniture manu-
facturers as well as applance, radio,
sound and TV manufacturers and
distrabutors

Unless there was some form of relief
from credit restrictions, there could be
a repetition of the slump 1n 1984,

Furnifure Manufacturers’ TFeder-

-

ation director Winston Smith said ear-

I]ll

lier 1{ would be a tough year -

High interest rates‘and last month’s
petrol price increase would hit furni-
ture sales this year; and manufactur-
ers would be hard put f{o repeat last
year’s strong performance, he said

Whiale 1988 generally was a growth
year for the indusfry, with sales show-
ing 10,8% mmprovement by the end of
September, 1989 would be a year of
consolidation, with no major growth
expected

High mterest rates meant increased
instalments and less disposable m-
come for customers The petrol price

|-I|.|IIII|II||L..

o . (188 |
1n ?z::mw sales®)

increase affected all industry mmputs,
particularly timber which comprised
20% ‘of raw furmiture Increases would
also affect furmture deliveries, said
Smith

However, import surcharges could
lead to a swing to locally manufac-
tured furmiture

In addition, working class customers
were likely {o be 1n a better position to
buy furmture because of' wage 1n-
creases over the past few months

“What we lose 1n sales to‘the more
affluent customers we will gam from
the working class,” he said

Wy ——T
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Before the picket: Workers carry signs through the Johannesburg Cttyicentre.

m @ @@ WP
Police swoop

POLICE ycsterday broke up a
PicKet in central Johannesburg by
students and workers protesting
agamst plans by a Large furmiture
firm to retrench 400 workers so
that it can move its plant to a
*homeland”.

About 60 students from the Uni-
versity of the Witwatersrand and
workers from the Stcele Brothers
factory staged the lunch-time
demonstration under banners pro-
claiming “these so-called indepen-
dent states bring starvation to the
workers”,

A contingent of police swooped
on the picket, held outside the
head office of First National Bank
because the bank has shares in
Steele Bothers. A haison officer
for the Witwatersrand said the

[students and workers dispersed
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By EDDIE KOCH

on thewr own accord after police
arrived on the scene.

A second lunch-time demonstra-
tion was staged by about 400
workers at the Stcele Brothers
plant, which manufactures a range
of home and office furniture, in
Industria yesterday. No police n-
lervention was reported.

Rob Rees, national orgamser for
the Paper Printing Wood and Al
liecd Workers? Union, said the re.
trenchment of 400 workers was
the brgpest in Johannesburg in re.
cent years.

“The company 1s rclocating a
part of the Industria factory to
GaRankuwa in Bophuthatswana,
where 1t ntends employing hun-
dreds of new workers.

Picture: ANNA ZIEMINSKI, Afraprx

on First National picket

I

“They are clearly trying to pet
rid of any organised union pres-
ence 1n its factory. In one move
the company is hoping not only to
smash Ppwawu but to relocate to
a bantustan where unions are ille-
gal,” sard Rees

Workers at Steele Brothers pet a
mmmum wage of R156 for a 44.
hour weck while the mmnimum
wage in Bophuthatswana for fur-
niture workers 1s R35 for a 438-
hour weck,

Stecle Brothers director Gerhard
Strydom denied the relocation
was designed to undermine
Ppwawu, “A section of the facto-
'Y 15 moving to GaRankuwa be-
cause i1t 1s cut of date and cannot
be updated. We have no alterna-
tive but to move, It is purely for
business reasons,”
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Bolton Footwear has ae-
quired a controlling in-
terest 1in M&S Spitz,
holding company of the
shoe chamn A&D Spitz,
for a cash consideration
of just under R5m
Bolton group execu-
tive director Brian Pu-
chert said that a ¢onsor-
fium of Bolton Footwear,
ME&S Spitz management
and 1nvestors have
bought the Spitz family’s
76,25% sharehuldlng
Bolton will have.an ef-
fective 379 holding, but
management control
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RUSFURN

Seeking rural stability

— A b dde -t

(VAULE

B Furniture sales have slowed, but financial income 1s just as important

The prime interest rate rose to 18% last year,
so 1t 1s not surprising that furniture shares
are lagging far behind most industnal sec-
tors After all, consumers usually slash pur-
chases of durables and other big-ticket items
when credit gets expensive Furniture com-
panies get caught with large stocks which
they can't sell, and their profits slamp

Rusfurn group Just as important are the
profits from financial activities rather than
sales of consumer durables It's often not
realised that such groups are virtually bank-
ing operations, Austin estimates about 50%
of earnings will come from financial actvi-
ties in 1989

That does not make the group immune to
the kind of event that has buffeted the scctor
in the past Also, durable sales growth has
been slowing since August But this market
is not monolithic, some may cope better than
others Rusfurn focuses heavily on the lower
to middle income group, an emphasis In-
creased with the acquisition of the

That, at least, 15 the conventionai
wisdom after the 1984-1985 recession
Will the scenario be replayed? For
some, perhaps More optimistic 18
Geoff Austin, MD of Rusfurn, which
runs 352 stores and is one of the most
diversified groups listed 1n the furni-
ture and household sector It made big

Rusfurn’s segments

'

Frasers stores from fellow Tradegro
subsidiary Metro

Austin contends that much of the
dampencer on consumer spending from

higher interest rates 15 felt through
mortgage rates Many of Rusfurn’s
customers either do not have mori-

losses several years ago but was rehist- |
ed 1n June 1987 and last year reported |
an attributable profit of R43m ;

Reasons for optimism include a
view that spending on durables will
prove less brittle than many assume,
and the effects of repositioning the

gages, or their bond repayments are

subsidised by employers such as the
public sector and mining industry

5. Do R
The Rusfurn . T
Group L - EVTIRPTOR
o ovid Dolar
e Russrils Furnishers
sforn S s
: Fragorg
= Manaﬂmﬂnt Wanda-Frasers . fuenishe s
— ﬁ\*rifnfd
Hudlc;kﬁ '::7-. A -
_____ TR ] Squmﬂ nﬂﬂtﬁ
Arrow l
Purtushars

The group’s chains have been repo-
sittoned to concentrate on what are
seen as higher growth and more stable
market sectors The Russeclls chamn,

for example, has been cut from nearly
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150 stores to 113, with many out-
iets transferred to Arrow, which
trades mainly 1n the rural and
smaller urban areas of the Cape
and Natal Russells’ customers
have changed too whereas two
years ago they were exclusively
white, more than 20% are black [..
and nearly 40% non-whites 5

Other than discounter Dion, the
group has little emphasis on the top
end of the market, which 15 seen as
fickle and relatively small

The focus on rural areas has in-
creased with the growth of Wanda-
Frasers, enabling a stronger pres-
ence i mining commumties The
division caters solely for blacks and
primarnily for rural customers In
the year to June 1988, Wanda-
Frasers’ 139 stores contributed R29,9m or
50,1% of Rusfurn’s pre-interest profit of
R59,8m

The plan 1s to move further nto rural
areas, which partly explains why the Wanda
store 1n Bree Street, Johannesburg, 1s being
closed Where customers are mamnly urban
blacks, collection of debtors can be difficult
— Austin notes that there are still a lot of no-
go areas 1 Soweto, for example “We are
consciously moving out of black urban mar-
kets That's why Frasers was so useful ”

Management has become more aware
that, in furmture distribution, collection of
debts 1s even more important than sales Itis
notable that the re-imposition of the State of
Emergency 1n 1986 contributed to a resur-
gence of profits for these companies.

Rusfurn believes that though stock turn 1s
important, its key variables are the collection
rate, the terms on which sales are made and
bad debts It has cleaned up its debtors’ book
and bad debts have been reduced to a histon-
cally low level Efforts have been made to
persuade store managers of these priorities
— with sales even restricted 1n some cases —
and all incentive schemes are based on return
on net assets

Financial management 1s part of the rea-
son why management 1s less concerned this
time about rising interest rates As a large
debtors’ book (R440m at June 30) remains
basic to much of the business, substantial
debt 1s unavoidable However, some 80% of
total borrowings has been moved long-term,
at either a fixed rate or a fixed discount to
prime The remaining short-term debt is
mainly 1n bankers’ acceptances

And debt has been curbed during a phase
of ballooming sales In 1984-1985, borrow-
ings were about 180% of the current level,
yet sales have trebled Last year-end, debt
equity was 0,66, and management forecasts
it will be no higher by June 30

Despite the rise in prime to 18%, Austin
says the spread between funding costs and
the 31% Rusfurn charges its customers re-
mains no less favourable than 1t was before
rates started rising He notes that any in-
crease of at least 2% 1n prime has so far been
accompanied by a corresponding rise 1n the

Hfurn s Austin ... after 25% earnings growth

Usury Act maximum rate

“Prime of 25% would require a Usury Act
rate of about 40%,” says Austin “It’s diffi-
cult to see that the authorities would accept
that But if they don’t allow it to increase
with the prime rate then the policy would not
be fully effective ”

The group 1s unusual in that it not only
paid no tax last year but continues to make
no provision for normal or deferred tax, de-
spite 1988 profits of R45m The assumption
1s that there will be no tax habiity from
the furmture division 1n the foreseeable
future — n any case, not for the next three
years Essentially, this is thanks to allow-
ances related to the expanding debtors’ book,
projected at R500m this year and R770m 1n
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1991 tax allowances are forecast
to nise i1n that period from R220m
to R350m

Though existing stores may con-
tinue to be repositioned, expansion
will largely be avoided *'The furm-
ture market s over-traded,” says
Austin “For thrce to four ycars
there 1s tremendous potential for
generating better returns out of our
existing base "

The exception 1s the Dion chain,
the one arca where management is
looking for sites for ncw stores
Apart from market considerations,
Dion 1s different in that 1t 1s a net
generator of cash — 88% of turn-
over 1s for cash — and carns tnter-
est income

About 4 000 m? 1s 1deal for new
Dion outlets But such stores need a turnover
of RIm-R2m/month and a large catchment
area This — and other limitations — makes
sites hard to find Arcas where potential sites
have been hned up are Bloemfontein and
Johannesburg's southern suburbs

Klerksdorp, which had been targeted, has
been rejected since the CP gained power
there Pietersburg has been scratched for the
same reason With options for expansion
thus becoming limited, thon may have to
move nto Natal, the territory of Game, the
unlisted discount chain in the Beares group

Meanwhile, Dion’s profit recovery contin-
ues Austin says its profits this year may be
double the R8m of 1988 — and the 100%-
held Dhon still won’t be paying tax

Sales performance will, of course, remain
crucial for earntngs growth throughout the
group But recent results have remained en-
couraging Austin says that after manage-
ment had been waiting nervously during No-
vember for the year-end, year-on-year
growth was 21% 1n December, and budgets
are expected to be exceeded for January

This leads management to expect that the
group will surprise the stock market with 1ts
performance for the 1989 year “We are
confident we can outperform the market,’ he
says “Our target 1s earnings growth of 25%-
plus If we can do that in these conditions
then in good years we can approach the 50%
tevels Last year our average return on net
assats was well above the industry averages,
this year will be just as good 1f not better ”

If prospects are as sound as Austin’s opti-
mism suggests, the stock market has yet to
respond At 82c, the share offers a historic
yield of 9,1% compared with the sector aver-
age of 7,4% and 3,6% for the overali Indus-
trial index Reasons for investors’ guarded
response may include concern about the
gearing Probably more important 1s that
credibility needs to be rebuilt

The one thing management thinks could
overiurn its bullish forecasts would be dras-

tic government action to stifle consumer
spending Barmng that, when figures are
released for the end-December interim 1n-

vestors may begin the re-rating

Andrew McNulty
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| FURNITURE Farr,
the western Cape
' furniture retailer,
' has maintamned 1its
t exceptional growth
: ,» | record with at-
— e - tributable profits
@ HAMMERSCHLAG riging 137% for the
siX months to December, after a 231%
rise for the year ended June 1988
MD Ivan Hammerschlag expects a
substantial increase mn earnings for the

b

ZILLA EFRAT |

remainder of the finaneial year

Because the number of shares 1n issue
1creased from 10,1-malhon to a weighted
17,5-million, earnings rose only by 37%
to 34,22¢ (25,01c) The interim dividend
of 8c (5c) a share1sup 60%

Turnover, which increased 106% to
R295m (R14,3m), 1s larger than the
R26m achieved 1n the full financial year
to June 1988
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COMPANIES
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The income attributable to ordinary
shareholders jumped to' Rém (R25m)
after an allowance of R85 000 had been
made for preference dividends

Hammerschlag believes the trading
environment will become more difficult
as prices of locally manufactured goods
Increase and 1mport surcharges take ef-
fect But he says the group will chase
availlable market share through aggres-
sive marketing and expansion 1n the
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western Cape which still offers
scope for expanding the Furniture Fair
and Montana chains

Two stores were opened this month
and another 1s scheduled to begin trad-
1ng in May These should make a signifi-
cant contribution to the results during
the second half of the financial year,

Close to R1lm will be spent over the
next 18 months to upgrade 1ts computer
systems, says Hammerschlag °* *
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The ratings in the furmture sec-
tor currently refleet investor
concern about the mmpact of
spendmg curbs on sem-arables.
The average P/E rating for the
sector 1s 4,4 times and the divi-
dend yield 7,3 percent.

The averages for the industr-
al holding sector are §,3 times
and 4,9 percent.

Rusfurn, the retail arm of the
Tradegro group, at 85c is on a
P/E of 3,3 times and a divi-
dend vield of 8,8 percent

Also reflecting weak market
sentiment 1s the fact that most
shares in the furniture sector are
significantly off their 12-menth
highs But equally, the curhs
have not completely stymied up-
\tard price movement and most
cbunters are off the lows gen-
erally tonched just after the

curbs were announced.
Rusfurn’s 12-month high was
95¢ (low of 63¢).

Morkels’ December guarter
figures appear to have sent a
few jitters through the market.
They incorporated the reality of
the impact of the spending curbs
and although investors had dis-
counted the bad news, the ac-
tual figures jangled a few nerves
and the share price eased back.

Rusfurn is to release interim
results next week and, despite all
the adverse developments, indi-
cations from management are
that the strong recovery report-
ed in financial 1988 was sus-
tained in the form of a solid per-
b formance in the six months to
December.

Some analysts are talking
about an increase in earnings of
| as much as 30 percent, despite
| the fact that the rate of increase
irt,furniture sales in the period

dropped from a high of 30 per-

Il — " .

Diagonal
Street

ANN CROTTY

cent to an estimated 10 percent
m the last three months.

Chief executive Geoff Austin
appears almost relaxed about
the drop and believes the group
can produce good growth
earnmgs as long as the authori-
ties do not change rules again
and the real rate of increase in
gales holds at 5 to 10 percent.
(Mr Austin regards growth m ex-
cess of 10 percent as overheat-
ed)

Agaiust this scenario, he feels
Rusfurn can sustain annual
growth of around 30 percent
over the next three years.

It sounds hke brave talk from
a group that suffered severely
when similar curbs were intro-
duced in 1984. Only m financial
1938 did it finally get back on its
feet.

Mr Austin is looking to get this
relatively strong performance
from increased efficieny and by
gaming market share from com-
petitors not as well prepared for
the recession.

He is emphatic about one
pomt: for Rusfurn there will he
no repeat of the 1984 situation.

“In 1984/85 we were all caught
by surprise — industry and con-
sumers — because it was the
first time restrictions had been
mtroduced and everybody over-
reacted. We had ridden a growth
curve for so long we did not
know how to handle a downtwrn
Previous strategy concentrated
on increasing store space ip

- ’ "‘

furn]

srdér to produce rapid expan- |
sion”
The three tough years have
not been wasted Management |}
has concentrated on hmlding up §
a group where business and fi- ]
nancial risk is well spread ;

The result 1s that Rusfurn is
no longer over-exposed to any |
one sector of the market and 1s
cushioned from the impact of a
downturn that might hit one sec- §
tion of the community more than §
another.

Its target markets, although |
predominantly black, are spread |
across most socio-econorme and §
geographic segments And al-}
though most of its sales are on§
HP, it now has in its stable, |
Dion’s, where 85 percent of sales |
are for cash ;.

Arguably the most significant |
positive development in the j
group is its treatment of its debt- |
ors and 1ts debtors’ book The |
chase for sales 1s no longer bemg |
done without reference to the |
quality of the debtors’ book. |
Management controls here have |
been tightened up with the heip g
of computerised systems. .-

In addition, with a debtors’ §
book of R500 million, the impor- |
tance of the “banking” side of op- §
erations is being driven home.
More efficient money manage- |
ment 15 expected to contribute |
about 50 percent of earnings |
growth this year

As Mr Austin suggests, with |
money such an expensive com- |
modity, the sale of furnituie is j
only half of management’s yob }
Tight money management is §
needed to produce the goods for |
shareholders. Z

Agamst this backdrop, Rus- |
furn looks like a steal at its cur- §

rent price level
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to throw doors_open (0 nEWCO
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%%BAN — In a far-reachung move,

the sugar industry yesterday an-

nounced it was prepared to throw cane

production open to newcomers on con-

dition the Government gave a go-ahead

fBor a new ethanol plant near Richards
ay

Mr Tony Ardington, chairman of the
Small Growers Iinancial Aid Fund,
said the expansion, coupled with that
earmarked for the Eastern Transvaal,
' could lead to additional production of
1,5 million tons of cane.

Addressing the Mansomin Irrigation
Commumty, near Stanger, he said the
industry had agreed, subject 10 the
erection at Richards Bay of an ethanol
plant which had access to the Natal
fuel pool, to expand into new areas

“The most significant reform pro-
posed 1s that of free production areas,
the implication of which 1s that any
person within 30 kilometres of an exist
ing sugar mill can get a quota This
embraces nearly all prospective pro-
ducers in KwaZulu i

The industry’s announcement ap-
parently came i1 response to pressure
from the Government to lower the
quota barriers imposed on would-be
growers

In the past few weeks Government
spokesman have privately 1indicated

%* at relaxation of the quota controls
_Awas the price they expected before

agreeing to allow the Richards Bay
ethanol plant

In the past the controls have been
justified on the basis of a worldwide
sugar glut, which has kept internation-
al prices below production costs

In his speech yesterday, Mr Arding-
ton said perhaps the industry could be
blamed for holding up the quota bar-
rier 1 the past decade

However 1t had gone through hard

times, 1ncluding drought, low prices
and sanctions

This was not an industry eastly able
to pick up new responsibilities

He said expanston of the industry

had been rmnimal over the past decade
and many people 1n KwaZulu and else-
where had been frustrated in their de-
sire to secure quotas

Happily, matiers now had improved
The drought had broken and the world
price had nearly quadrupled

The latest developments would
make the sugar industry unique among
major industries 1 SA by becoming
increasingly dependent on the enter-
prise of ndividuals 1n the least deve-
loped areas of the country as 1t entered

new markets with new products from’

sugar
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Rusfurn

LATEST figures from Rusfurn more
than justify the recent strengthemng mn
the share price Strong prospects suggest
that the price increase may have been a
little underdone

For the six months to December, the

group had a 30 percent rise n earnings to
24c (18,42¢) a share and a 40 percent 1m-

provement n the dividend fo 3,5¢ (2,5¢) |
Management 1s confident this percent-

age mcrease will be mamtamed for the

full‘year

"' Referring to the impact of this week’s

incredse in Bank rate, chief execufive

Geoff Austin says “While 1t will have a

| further dampenmg effect on consumer

demand, the structure of our group 18
such that 1ts effects are likely to be miru-
mal on trading results to the June year-
end”

Turnover rose 29,2 percent to
R509 milien (R394,9 rlhon) and operat-
ing profit was up 30,3 percent to
R50,8 mullion (R39 million) After deduc-
tions for interest payments and minori-
ties, the group reported a 30 percent rise
in earnings to RR39,8 mithon (R30,5 ml-
hom)
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Because no hability exists Ior deferred
tax, 1t 1s policy to make no provision for
1t This seems to be becoming the mndus-
try trend

Some R33,5 million was raised through
the 1ssue of preference shares 1n a subsid-
1ary company, enabling the group to re-
duce gearing from 45,5 percent io 33 per-
cent

While management beleves that the
seasonality of the furmture and appl-
ance market 1s likely to raise this shghtly
for the full year, 1t regards Rusfurn’s
gearing as satisfactory and well below
the industry norm

But analysts pomt out that this situa-
tion should be seen 1n the light of the
group’s treatment of deferred tax

Stock increased 50 percent to
R168,5mithion (R113,1 mllion), although
working capital was only up 21 per-
cent )

Net asset value was' up 164 percent
to 136c (117c), whch covers the current
share price  °
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Joshua Doore results reflect
efits of Homemakers deal

%etter demonstrated by the 14,9 per-

Results from the enlarged Joshu
Doore Group (JD) highhight the bene-
fits of the merger with the World
and Bradlows operations of the
Homemakers group last July

Figures for the six months to De-
cember show operating margins up
to a stunmng 14,9 percent

.Ahead of the merger Joshua Doore
had reported margins of 9,4 percent
for the 12 months to June 1988 Be-
fore the Homemakers deal brougnt
Bradlows and World together, Brad-
lows was looking at margins of
seven percent and World at margins
of just over seven percent

in the six months to June 1988,
Homemakers had margins of 11,3
percent The pro forma figures for
the enlarged JD for the 12 months to
December reflect margmns of 11,9
percent

But the full benefits of the deal are

By Ann Crotty qi“i 3'ﬂ "”'
a

cent margin recorded 1m the audited
results for the period 1n which the

December
The decision {0 mMove out of the

world marketing concept and con-
centrate on JD’s more lucrative op-
erations suggests there may be scope
for a further increase in margins

In the 12 months to December
group turnover was up 20 percent o
R421,5 million (R351,7 million) and
operating income was up 49 percent
to R50,4 million (R33,7 million) -
nance costs were up 83 percent to
R88 milhon (R4,8 million) After an
increase in the tax rate, earnings
showed a 38 percent improvement {0
R30,9 miilion (86,8¢ a share) -

If allowance i1s made for-the ex-
traordinary costs of R1,7 million, re-
lating to the merger, earnings are
down to R29.2 million (81,9¢ a share)

|

deal was effective the s1X months to

e |
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usturn sees 4

RUSFURN has announced a 30% in-
crease in earnings a share and a 40%
rise 1n Interim dividends for the six
months to December against a so-
bering backdrop of government re-
strictions on consumer spending last
year

é&rovernment credif restrictions,
announced 1n May and August last

year, damped down what could have
been an even more exceptional year

for Rusfurn 'HDW‘ Z'W g;]

Commenting on the measures,
Rusfurn MD Geoff Austin said “I
have no doubt those restrictive mea-
sures worked for government With-
out the restrictions we would have
been showing growth of 50% or 60%

0% climb 1n interim dividends

instead of 307 ”

Turnover for the group rose by
29% to R509,1m (R394,9m) Attribut-
able earnmings rose 30% from R30,5m
to R3%9,8m enabling the group to pay
an interim dividend of 3,5¢ a share,
up from 2,5¢ a share last vear

Earnings a share rose from 18,4c
last year to 24c this year




The JD Group — the new name for
furniture retailer Joshua Doore — 1s to
scrap its World division after an unac-
ceptable contribution {0 group profits in
the year to December

World would not be capable of mak-
ing an adequate return in Its present
form, JD management concluded after
a recent detailed review of 1ts oper-

ations- &jpeq v-41f gc1
“The board has therefore decided to
—move out of the World marketing con-
cept and to concentrate on consolidat-
g the successful Price 'n Pride and
Score Furmshers operations in the mar-
ketplace secior served by World,”
chairman David Sussman sad 1 a
statement released with the group’s an-
nual results

About 53 World stores are being re-
opened under the Price 'n Prnde or
Score Furmshers 1dentity, while 11
others are being phased out and a num-
her of employees will be retrenched

“The loss of jobs was naturally a
matter of concern {o management, but
the rationalisation was deemed neces-
sary to preserve the strength of the
Joshua Doore Group as a whole, for the
long-term benefit of customers, staff,
suppliers and shareholders alike,” Suss-
man said.

2

Enhance

#

A further structural problem at
World was 1ts need to employ an -
creasing number of sales staif o -
crease turnover Pt

H According to Sussman, thel@verage
monthly sales of a salesperson 1n a
Price 'n Pride store was R51 500, com-
pared with R8 100 1n world and R11 300
1n Score

This year the group would be concen-
trating efforts on 1ts four strong subsid-
saries and this would enhance the return
on assets em]:l'luyed

«ps 5 result of the steps taken by
management and the commitment of
staff thronghout the orgamsation, a sat-
isfactory Increase 1 €arnings 13 expect-
ed ::‘iur the year to December,” Sussman
sal

In the year under review, mnternal
efficiencies and tight cost control re-
sulted in earnings a share of 86,8c
(62,9¢)

Of this total, 64c was earned 1n the
secorid half of the year and a dividend of
14cza share was declared

Group subsidiaries Price 'n Pride,

radlows and Joshua Doore all traded

B
at record levels \
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THE benefits of last
year’s merger of the
office furmture oper-
ations of Mathieson &
Ashley and Afcol are
flowing strongly to
Math Ash’s bottom line.

Helped by good perform-
ances from other divisions,
Winky' Ringo’'s high-flymg
group has produced spark-
ling first-half results

Earnings n the six months
to December 31 jumped by
32% from 62c at the haliway
stage last year to 82c a share
With the traditionally more
profitable period ahead, the
group 1s well on the road to
exceeding market forecasts
of annual earmngs of 168c

Prospects

Last year Math Ash turned
in earnings of 135¢ a share,
and this year they will prob-
ably come’ close to 200¢

The mterim dividend has
been raised from 20c to Zbe,
and prospects must be bright
for a handsomne mcrease on
last year’s 50c total

The icing on top 1s that the
office furmiture companies
have record order bhooks
worth more than R25-mil-
lion, says chairman Ringo

The mterim report says
the strong improvement was
achieved 1n spite of the “sig-
nificant” cost of restructur-
g the two office furmture
operations and the start-u
expenses of the Offex subs:d-
1ary

Operating 1ncome 1n-
creased by 16,4% from R34
million 1n the same time last
year to nearly R4-million

But tax was not provided
for some of the subsidiaries,

(o e
lath Ash
merger (v

pays off

Bx lan Smith

which have an estimated tax
loss of R23-mmllion | Attribut-
able mcome shot up from

R17-million to R2,3-mithon

Notional

“Consideration will be giv-
en to applying a notional tax-
ation charge as the earnings
impact on those subsidiaries
hecomes more meamngful,”
says Math Ash

In the first half, about
R6,5-milhon was commufted
to new plant and equipment

“The henefifs of this are
now 1n place,” says Mr Ringo
“The office furmture busI-
ness 18 well structured for
growth and improved profit-
ability We are pleased with
the future orders,”

The Math Ash office equip-
ment business, swhich has
moved strongly into the fast-
growing fax sector, has also
rung up sales and earmngs
well ahead of last year’s

“We expect continued
growth from this division for
the rest of the year,” says Mr
Ringo

The R10-million paid to
Math Ash as part of the
merger 18 still .nvested m
short-term anstruments
“while switable ; acquisition
prospects continie’ to be
evaluated” s

The three office furnture
companies, Math Ash’s origi-
nal Dashing, Afcol’s old
Anglo Dutch and new off-
spring Offex continue fo
trade competitively, manly
hecause they serve different
sectors of the market

Math Ash shares stand at
1 400c — above theiwr price
mmediately before the Octo-
‘ber 1987 market crash
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equipment group, Mathieson & Ashley
(M & A) has posted an impressive eari-
mgs jump of 32% to 82¢ (62c) a share 1n
the six months to December
ll,} wivisA
The June 1988 merger between M & A
and associated furmture companies (Af-
col) proved profitable, but restructuring
costs almost halved operafing margins
to 9,3% (18,1%) Operating mcome Li-

M & A-Afcol merger prov

FAST moving office furmture and [3@

BRENT MELVILLE

creased 16,4% to just under R4,0m
(R3,4m) from turnover of R42.6m
(R18,7m) - an increase of 128%

Attributable mmcome rose 36% to
R2,3m (R1,7m) and good performances
in other divisions allowed the group to
declare an interim dividend of 25¢ (20¢c)
a share

s profitable

With a record R25m already on order
ooks, and the second
cial year traditionally
able. the company 15 poised t0 exceed
last year’s earnings of 13ac 2 share and
could well reach 200c (135¢), says chair-
man Winky Rimgo O
dend yield of 3,6%,
average of 4,1%, an
share price of 1400c,
ing strong shareholde

half of the finan-
the more profit-

n an historical divi-
below the sector’s
d with a current
M & A 1s reflect-

r confidence
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‘Office-furniture makers

BUSINESS DAY, Wednesday, March 15 1989 9

go for more machinery”

MANUFACTURERS of office furni-
ture were caught on the hop by the
surge 1n demand last year and have
invested this year 1n additronal plant
and machmery, Grant Andrews Hold-
1Ejngs MD Mike Edwards said yester-
“We can to
? certfam €X- R
ent foresee * :
demand by fiﬁf * "
Watehing i j gum o ¢t
building de- < T :.,_}

-

velopment,” ¢
Edwards said £,
“For exam- -

-

ple, the Bank
City develop-
ment in Harr)- d
son Street will @ EDWARDS
créate opportunities for our industry
“Usually the last thing companies
think about when they move prem-
155 15 new furniture Then they re-
qure delivery within five or six
weeks

“Total manufacturing turnaround
time 1s eight to 10 weeks, so we there-
fore have to keep stock and raw
:lnatenals on hand to anticipate or-

Em ”

The office furniture mdustry dif-
fers from the rest of the furniture
sector because 1t 1s more resistant to
changes in the economy and general-
ly lags behind the business cycle by
about 18 months

The major 1ssues facing the furm-
ture industry at the moment — credit
curbs and import surcharges — are
of liftle concern to the office-furni-
ture sector

Credit restrictions do not affect the
large corporations, banks and build-
Ing societies that form the majonity

| __ CHARLOTTE MATHEWS |

of office-furmture clients, and import
surcharges have a marginal effect as'
most furniture 1 SA 1s manufactured
locally

Of the Grant Andrews range of up-
market desks, charrs, filing cabinets,
screens and boardroom furmture,
only two items are imported — the'
German Klovver and Porsche chairs-
which retail at around R3000 and
R6 000, respectively

About 7% of Grant Andrews’ turn-
over 1s derived from exports to Zam-..
ba, Malawi, Zimbabwe, Botswana -

and Mozambique In addition, 1t kas -

an agreement to sell SA office-furni-
ture technology through an English |
company to the US

Influx

Edwards wants to see exports rise:
to 25%, but not beyond, because it-
will make the company vulnerable to-
the ant1-SA lobby A

He says the greatest changes in the «
office furniture market mn the past-
few years have been generated by the.
influx of computers :

“Desks now have to support com--
puters, VDUs and ancillary equip-
ment, and a particular style of design
18 needed to accommodate cables and ™
screens "o

“The trend is also towards a mix-
ture of rcom-mm-room and open-plan.
offices because people working' on®
computers require a high level of.
visual and acoustic privacy and are®
more suited to room-in-room .

“However, those who do need to
communicate frequently with others.,
need an open plan environment,” he’
says ..
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Finance Staff
Office furniture group

Grant Andrews’ resuits
showed good growth 1n
both sales and profits for
the s1x months to end-De-
cember

Turnover increased by
45 percent to R23,52 mul-
lion (R16,17 million), while
income attributable to
shareholders was very
much in hine rose by 41
percent to R1,85 million
(R1,31 million)

Operating income 1m-
provedby 34 percent to
R34 mihon (R254 million)
and the effective tax rate
dropped from 45 percent
to 41 percent This resulted

¥

| Grant Andrews’255<

1Y€ ) (&2

|earnings rise by 419

In earmngs per share up
1,4c to 115¢c although the
number of shares was in-
creasedby 23 percent

Commentmg on the re-
sults directors said the
growth reflected a good
demand for the group’s
products as well as 1m-
proved efficiencies, further
development of the human
resources and continued
support from customer
base

Directors anticipate that
the performance of the
first half will be ‘repeated
In the second half and an-
ticipate full year earmings
of not less than 23c per
share
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DEMAND BOOSTS

'GRANT ANDREWS
~ PROFITS BY 41%
‘ CHARLOTTE MATHEWS {b%

GROWING demand for the group’s
products and higher manufacturing
productivity boosted Grant
Andrews’ profits by 41% to R1,8m
for the half year to December com-
pared with the R1,3m shown m De-

cember 1987 4 Doy ')ME"\
The company, which makes' a

range of upmarket office furniture,
also attributed 1ts snecessful results
to staff development, the comple-
tion of several substantial contracts

and"customer support, 3
Turnover rose 45% to R23,5m [
(R16m) ’

No interim dividend will be de-
clared, but earnings a share are
| 11,5¢ (10,1¢) on a 3,02-million in-
| crease in shares 1ssued to 16,02-mil-
Iron (13-mallion).
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FURNITURE SALES (\QQ

Stores cash in

Credit-based furmture retailers are stil] re-
sentful about recent credit restrictions
Tougher HP terms introduced i 1988 have
eaten 1nto credit sales, and given a new lease
of hife to cash chains, like hypermarkets

Morkels planming resources GM Derek
Russell complains that n trying to control
credit generally, government has hit the fur-
niture sector particularly hard, even though
1its HP business accounts for only 1,8% of
private consumption expenditure

However, some of the effects of the
Squeeze may already be wearing off Accord-
Ing to Retail Liaison Commuttee figures,
furniture sales mn the traditionally weak trad-
Ing month of January grew year-on-year by
21% m rand terms, after a growth of only
13,4% 10 the last quarter of 1988,

Part of the reason for this recovery 1s that
restrictions have helped the trend towards

o — i) Ju-p_l.-v.li.ra- -+ - - - ——-
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cash customers—Though in December con-

sumer spending 1n credit chains — those for
whom HP 1s more than 60% of their business
— Increased by 5,6%, cash chains enjoyed a
42% 1ncrease

The growth would have been lower if 1t
hadn’t been for the relatively strong per-
formance of black-orientated stores sych as
OK Bazaars, Wanda and Elleries In Sep-
tember, sales increased by 26,3% 1n black
credit chains but by 11,3% 1n “white” chamns
like Bradlows, Russells and Morkels In Qc-
tober, white chain sales actually fell 3,9%,
compared to a 25,3% rise at black chamns

Federation of Furmture Manufacturers
executive director Winston Smuth says credit
restrictions should have hittle impact on the
long-term growth of the industry, which
boasts almost 100% local manufacture

“Government has saxd another 500 000
dwelling units need to be bult by the year
2000 They will mostly be small houses SO
we’ll have to design furmiture for them, but
the demand 1s bound to grow ”

He adds that there 15 generally no distinc-
tion 1 the types of furmture bought by
different races “Those 1n the same mecome
bracket have the same kind of aspirations
and a simular taste in furmiture ”

Furmture Traders’ Association executive
director Frans Jordaan says though the con-
sumer has less disposable Income, he isn’t
downgrading his purchases “Rather, he 1s
spending longer periods between pur-

chases ™ Bl U-P’ 3[‘?;q [ |




By BRUCE WIL

BASIL Starke Invest-
ments (BSI) and Basil
Starke Group (BSG) have
both turned in substan-
tial losses for the year
ended December 31,
1988

In spite of increased
turnovers for both BSJ
and BSG the profits of
the 1987 financial year
have turned into mas-
sive losses for the 1988
financial year

Turnover for BSI 1n-
creased to R136,8m com-
pared with the previous
nine months’s R77.29m
whereas BSG reported
mereased turnover of
R134,7m compared with
R77,1m

However the current
loss before interest for
BSI 1s R842 000 com-
pared with a profit of
R3,553m for the previous
nine months BSG has re-
ported similar figures

M

Ry AWV -

R583 000 compared with
a profit of R3,4m

The loss of BSI after
tax, extraordinary items,
and payment of prefer-
ence share dividends
amounts to a massive
R4,3m compared with
the previous year’s prof-
It of R3,2m

BSG reports a loss of
R3,275m compared with
a previous profit of
R4.4m

The losses of both BSI
and BSG are attibutable
to the civils division and
Premier Wire

Adjustments to ex-
traordinary items con-
cerning the sale of sub-
sidiaries to Premier
Holdings reported in the
1987 financial year had
to be made which com-
pounded the losses

The adjustments were
necessary because the
stated profits made from

T | SN,

these sales had been

over stated

Chairman Basil Starke
sald in a statement today
that the office furniture
division of Premier Wire
accounted for a large
portion of the loss 1n that
company and was sold 1n
December 1988

Added to this the loss
of key personnel, and
the fact that the civils
division took on too
many projects over a
widely spread area, re-
sulted 1n a loss i1n the
division he said

However Starke says
that the major problems
have been 1dentified
and dealt with

He believes these
steps will lead to a sig-
nificant improvement 1n
the performance of the
company

0 final dividend was
declared. by either BSI
or BSG
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g UPS DEMAND FOR
] OCAPP PRODUCTS
R AR —erT
‘OCEAN Appliances posted a 38%
‘'Tise in attributable earnings to R2m
for the six months to December

(against R1,6m for the same period
An 1987), translating into earnings of

n56,ﬁc a share (41,1c). @
* Demand for the white go an-

ufacturer’s products was stimulated
by last year’s import surcharges,

Turnover, for which no figure is
given, rose 64% over last year and
operating income rose 70% to R5,9m
(R3,5m). Profits were pulled down
by high interest payments and liabil-
ity for the full tax rate.

An interim dividend of 6¢ (5¢) a
share was declared.

The expansion in trade led to in-
creased stock levels and debtors, ne-
cessitating higher borrowings.

ocean®

In the current six months the di-
rectors warn profitability will be
lower because of seasonal factors

and the move to the Ezakheni fac-
tory in May.

Ocean Appliances is currently
awaiting judgment from the Appeal
Court in its dispute with the Com-
missioner of Inland Revenue over
R2,4m assessed tax losses. In pre-
vious years these losses have been
used to reduce the tax provision, so
if it loses the appeal 5t will be faced
with a substantial tax bill.

“Our good results are atiributable
to our ‘bus stop’ philosophy,” said
chairman Bob Matthews “We give
the people what they want and back
this with efficient after sales service
countrywide.

“If current economic circum-
stances prevail, the favourable sales
and profit trend will continne.”
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hit by credit curbs

By Sven Lunsche
Furniture sales seem to have been
the hardest hit by measures to
curb consumer spending through
credit restrictions

While general retail sales con-
tinued to show a modest improve-
ment 1n the first quarter of the
year, the Furniture Traders’ Asso-
ciation (FTA) yesterday reported a
decline 11 turnover in real terms
1n January and February

“Reta1l sales figures for Jan-
uary showed a 10,9 percent in-
crease over sales in January 1988
Figures for February showed a
year-on-year growth of only 8,35
percent, which was well below the
annual inflation rate for both
months,” FTA executive director
Frans Jordaan said

“December’s figures showed an
8,5 percent actual increase which,
when taking inflation mto account
1s certainly negative growth,” he
said

The figures are based on a

monthly survey of about 1500 re-
tailers countrywide

Explaming why furmture sales
1n particular had been affected,
the Econometrix research insti-
tute said 1n a recent bulletin that
individuals, rather than the corpo-
rate sector, were facing a squeeze
on spending power

“If one allows for a relatively
optimistic two percent real
growth 1n personal income over
the next 12 months and uses the
official assumption of 15 percent
inflation, the increases 1n personal
income tax (fiscal drag and fringe
benefit tax) and indirect tax
(higher GST) wili place a signifi-
cant squeeze on the spending
power of individuals,” Econome-
trix said

It estimated that discretionary
spending power could decline by
as much as 16 percent 1n real
terms over the year, which could
result in private mdividuals spend-
ing as much as 18 percent less 1n

real terms on durable goods than
1n the 1988/89 fiscal year

The corporate sector’s propen-
sity to consume durable goods (no-
tably motor vehicles) was unlhikely
to be diminished to the same ex-
tent as that of private individuals,
Econometrix said

The FTA said the squeeze on 1n-
dividual spending power had ori-
ginated with the increase I1n Inter-
est and bond rates, 1n general, and
tougher HP conditions i particu-
lar, with HP sales taking the grea-
test knock

“Unless there 1s some form of
relaxation and a revitalisation of
sales, we could be looking at a rep-
etition of the 1984 situation,” Mr
Jordaan said

“And 1if sales continue to decline,

the ripple effect will be felt by
furniture manufacturers and by
appliance, radio, sound and TV
manufacturers and distributors,”

he saad
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A MERGER between Waltons Stationery and
Mathieson & Ashley 15 1n the final stages of
negoutiation and detatls are expected to be an-
nounced this v ¢ck

Math Ash chairman Winky Ringe said the
two groups were 1n the midst of negotiations

There are synergystic benefits 1n a merger,
with Waltons supplying stationery and office
equipment and Math Ash providing office fur-
niture and equipment

Math Ash-Walt_bhs meréer nears [inality

@ LIZ HEUSEQ%

Both groups have been looking for acqinsi-
tions Speculation has been swirling around
Waltons for some tume and Math Ash has R10m
cash as a result of merging Dashing Office
Furmture with Afcol’'s Anglo Dutch

Waltons shares were suspended at R1% on
Friday, while Math Ash was suspendod at Soiic



News from the Furniture Traders’
Association (FTA) that January and
February’s retail sales were well
below the rate of mflation suggests
that compames m this sector are
gomg to have to pull out all the stops
if they are to survive the difficult
years that seem to lie ahead,

If things are as tight as the pessi-
mists predict, then certainly a few of
the current players mn the industry
will not survive

Among the guys who reckon they
are here to stay and will come out of
recessionary tmes looking even
stronger 18 FSI's Homemakers group

At 70¢ the share 1s currently on a
P/E ratmg of 3,8 times and a divi.
dend yield of 8,6 percent, compared
with the average for the retail sector
of 12,4 times and 4.8 percent respec-
tively

Significantly, the Homemakers’
ratmg is even weaker than 1s current-
ly being granted to the furmiture sec-
tor where the average P/E is 4,5
times and dividend yield is 7 per-
cent

The relatively Jlow rating for
Homemakers reflects either market
scepticism and/or confusion over ex-
actly what the group comprises. Al-
though ths situation wvis-a-vis the
market attrtude may be quite frus-
trating for management, it 1s not new.

As far back as October 1987, when
the group was formed through the
amalgamation of W&A’s furniture in-
terests and Housewares, Fabric Lj-
brary and four unlisted operations 1n
the home mmprovement market, in-
vestors seem to have had trouble va-
luing the share

For this reason they appear to have
used net asset value to dictate the
share price, rather than earnngs po-
tentral.

Almost 18 months down the track
this attitude prevails,

Although the group has undergone
some sigmficant changes (its mission
statement has been revised to cover
the distribution of consumer produets
and it has acquired a 49 percent stake
1 Joshua Doore), 1ts market rating
continues to look weak in the face of
management’s bullish growth project-
ions,

Chief executive Hilton Nowitz 15 at
pains to pomt out that Homemakers
1S not a furniture group

In financial 1988 furniture interests
accounted for 52 percent of earnings
(this 1s expected to drop to 44 percent
in 1989), direct seilling accounted for
28 percent, textiles for 17 percent and
home 1mprovements chipped in with
four percent

He says the non-furniture mterests
tend to perform well during reces-
sionary times, in particular the di-
rect-selling operations.

But Mr Nowitz 1s optimistic about
the performance of the group’s furm-

e -

Homemakers read
Stv 1445

for tougher times

at its current 70¢.

Compiled on a Punch Line Punc_jf.".l PC

Diagonal
Street

ANN CROTTY

ture interests i the face of tighter
trading conditions: “We've budgeted |
for a small increase m furniture turn-

over this year, but we will see major
savings from the rationalisation men-
sures that have been ntroduced, in-
cludmg the sharp reduction in head
office costs,” -

Recent developments at World ;e-
flect management’s efforts to hoost
productivity N

The developments meclude g wind-
ing down of the relatively poorly per-
formmg World operation and tig has
sadly but mevitably resuited in some
retrenchment. i

Referring to the current retrench-
ment dispute with the trade uniojis,
Mr Nowitz says: “No one wants re-
trenchments, hut productivity 1s need-
ed to survive m business. The isse
must be resolved amicably.” -

[

On the 1Ssue of productivity, it s
sigmficant that salesmen at Price: n
Pride achieved monthly turnover of

R45 000, compared with R7 500 for the
World salesmen -

The group has re-defined 1ts targét
market 1 the furmiture mdustry. De-
velopments at World reflect its moTe
away from the bottom end of the
market to the middie- and uppper-m-
come segments in both the white anid
black markets where “better quality
earnmgs” can be achieved

Mr Nowitz 1s confident that th
group’s direct selling operations will
fare well, pomnting to the fact that
when times get tougher in that ndus-
try, the workforce (which operates
full-time and on a commission basis)
will work harder. ~

The group is slowly and very care-
fully moving mto the black market
with the aid of part of the World m-
frastructure.

The same self-confident, agressive
attitude seems to underpmn mnanagé-
ment’s hopes for the group’s textrle
and home-improvement operations, -

As Mr Nowitz says. “We are ag
gressive and determined to get hot-
tom-hne performance. We have the
management to produce 1t.” ks

In the longer term, Mr Nowitz 'is
looking for “solid, sustainable real
growth of five to eight percent”, '

If Homemakers achieves this over
the next few years, then access to the
group will be a lot more expensive
for investors u}

It 1s difficult to see much duwnsiiﬁ.:g
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Credit curbs hamper
Ellerine sal

| SYLVIA DU PLESSIS

STRINGENT credit restrictions,
immposed 1n August last year, have
severely hampered furniture chain
Cllerine’s sales growth for the six
months to end-February

Consequently, earnings a share fell
14% from 203c to 174c Dividends did
not suffer and increased to 58¢ (50¢) as
dividend cover was lowered from four
times to three times Charman and MD
Eric Ellerine says 1n view of the group’s
maturity, the lower cover 1s equitable,
as asset management has been empha-
sised and cash flow improved

Sales fell 11% from R206m for the
eight months to August to R183m 1n the
s1x months to end-February The fig-
ures are not strictly comparable as the
group’s financial year has been short-
ened to conform with that of holding
company Malbak, which acquired a
60,2% controlhing mterest in the group
on July 1 1987
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Ellerine attributes the fall in turn-
over, which includes the traditionally
boom Christmas period, to dechning
sales of electronic goods and a defimte
fall-off in eredit demand

Margins narrowed from 126% to
11,3% as operating profit fell 21% to
R20,6m Healthy gearing resulted 1n fi-
nancing costs falling by more than half
to R560 000, but this failed to bolster the
19% slide 1n pre-tax profits to R20m and
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taxed profit was down 14% to R12m

Ellerine describes gearing as “excep-
tionally healthy” While the balance
sheet does not reveal borrowings, gear-
Ing was a low 12% at the end of August
Consumer spending 1s expected to con-
tract, further inhibiting sales growth in
real terms However, Ellerine says con-
tinted management action in the con-
trol of working capital wiil allow the
company to improve earmngs shightly
over the next six months

“With the change 1n the financial year
end to August, your board expects earn-
ngs will tend to equate over the two six
month periods,” he says Ellerine’s con-
fidence 1s evident in the group's expan-
sion plans Eight additional stores are
due to be opened around the country in
the second half of the financial year

Shares have doubled in price from a
low of 700c 1n August to a current peak
of R14 1n spite of relatively poor pros-
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Furniture quality mark lanned
%\W‘-\ \:ik\ﬁm'llgr}mmuews &@5

, THE introduetion of a quaiity mark
SER - daad for furniture was bemng discussed by
i <M furniture makers, Furniture Manu-
K facturers’ Federation director Win-
§ ston Smith said yesterday
“The quality mark wouid offer the
consumer a guarantee on the Life of
o the product for, say, three years,”
% Smuth said
“The federation would be the
watchdog for the quality mark A
committee would be set up to ensyre
© SMITH that standards were maintained and
to provide an avenue for complaints
Plans were quite far advanced
Documentation had been sept out to members for
comment and he expected the scheme to be finalised at
the next executive meeting on July 4
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SPECULATION surroundmg today's
cautionary announcement from Das-
haus suggests the furmiture and clothing
group 1s responding {c government’s
credit squeeze by strengthening 1ts cash
operations

The group has four chains — retailers
Dashaus, Mattress House, The Furni-
ture Hyper and Lay Low Wholesalers

In addition, 1t acquired Las Vegas, a

-
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Dashaus Emw\t

well-established clothing wholesaler 1n
the hawker market, last month

One analyst says the group’s clothing
interests are almost recessien-proof as
it 18 soundly based in the informai
sector

The group follows a policy of keeping
credit sales as low as possible, even 1n
1ts furniture stores, a sector that tradi-

_be boosting

ionally relies heavily on credit
transactions

In 1its last annual report the company
sald short-term credit sales represent-
ed only 20% of turnover

Dashaus showed a 20% rise in earn-
1ngs at half-year to 4,7¢ a share Final
results were expected to be released
within the next two weeks

cash operations

Ty

Trade in the shares has been
energetic

Volume of shares traded jumped
from an average of 45000 shares a
month to 173 000 shares 1n March alone
and continued briskly in April

The share closed at 55¢ yesterday
after reaching a'low 30c in November
last year

—
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RUSFURN will purchase the furniture interests of the
Dashaus group comprising 80°%-80% of Dashaus’s fixed
assets, Rusfurn MD Geoff Austin announced yesterday

The deal, which is subject to certain conditions, follows
the publication of a cautionary announcement by Da-
shaus on Wednesday advising shareholders to exert cau-
tion in deahing in their shares,

This means that Rusfurn will now run Dashaus, Mat-
tress House and Furniture Hyper, about 22 stores
altogether

“It fats 10 very well with our group For a long time we
have been thinking of launching Dion furmture stores but
have been hibited by the leases Dashaus has had within
three Dion stores Now we are regamning control of all
that space,” Austin said

Asked 1f he regarded this as a good time to expand in
the furmiture market, Austin said he did not consider this
aﬁ an expansion but as the purchase of an existing market
share

“It 1s not as if we are opening new stores Trading
names will be retamed but we plan to relocate the
various umts within Rusfurn

“The purchase will have a small positive impact on our
earnings but this will not be material Full details will be
I‘ElEiSEﬂ with a further announcement some time next
week ”

Dashaus could not be reached for comment yesterday
but 1t would make sense for the company, having sold the
major part of its trading side, to develop its clothing
operation privately and sell the hsting to a purchaser
looking to go public

The market capitalisation of Dashaus on yesterday's
share price of 53¢ i1s R13,25m on the 25-milhon ordinary
shares 1n 1ssue

4
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By BRUCE WILLAN

SA AS a developing country can only
prosper 1if, amongst other things, the
- traming and development of its hu-
man resources recelves proper atten-
tion says Minister of the Budget and
Works, Kent Durr

Speaking at the opening of the Fur-
niture Industry Training Board’s new
training centre yesterday, Durr said
that the State has always advocated a
iripartite involvement of the
employer, the employee and itself 1n
the training and development

However he said that the system of
training apprentices needed modern-
<1zation To this erd an 1nvestigation
was carried out, culminating in
several far-reaching recommenda-
“tions

These recommendations included

Tera = T T

in the White paper on the Training of
Artisans were accepted by Goveln-
ment and subsequently provisions for
the establishment of training boards
tor industries has been made 1n the
Draft Manpower Training Amend-
ment Bill, published 1in February 1988

The proposed new dispensation for
traiming boards for industries will
pave the way for a totally new era in
the training field in SA said Durr

The powers which will be vested in
the various training boards will, once
the Bill 1s approved, enable the
boards to accept full responsibility for
the apprenticeship system of the in-
dustry concerned

The Bill will also make provision for
the introduetion of competancy based
modula training, to replace the obso-

lete time-based system of training




M & A IIOM d'
Nnew acquisitio
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THE unsuccessful conclusion to the Waltons and Mathie-
son and Ashiey (M & A) merger discussions last week left
M & A holding R10m 1n short-term deposits and openly
seeking further expansion
M & A chairman Winky Ringo said M & A could afford
to make a R50m acqusition with 1ts ungeared balance
sheet 1f the acqusition had a poor asset base, but he was
not interested in merely acquiring assets '
“I'm looking for a business with quality of profits and
cash flow, because without cash flow n inflationary
times like these, you are dead” ‘
He said there were various organmic opportunittes for
M & A to expand, but they were not under pressure to
make an acquisition b b 2
“"We are researching an oppor-[ =ik, "SRRI
tumty that would use up R15m- ! R
R20m of capital 1n an organic area h¥/*
of the business, and spending man- rm A
agement time and effort on a pro- K4
Ject studying opportumties for ex-pt *
port N,
“In the last seven years M & A Bty &
has invested a lot of research and %} **,
development 1n office furmiture £%.%

Sl oy

1.
T LI
=

products, which we believe are "y :
comparable to anything 1n Europe ” § \ ‘E‘? Eﬁ}“
Further developments i1n M & A %=~ o~ ' Fo:

included the launching of two new ® RINGO |

preducts 1n its range of fax and office equipment — a Jine
splitter and a telephone management system .
The line spiitter, aimed at the small business and home
fax user, recognised a telephone lhine signal and sent
messages to the user’s fax or telephone It would sell for
around R500 f
The telephone management system was intended to
help businesses to budget when time rather than unit
charges were ntroduced on telephone accounts This
package showed time usage on telephone calls, the areas
called and offered direct hines to various branches ofithe
user’s cumpanz The hardware and software would sell
together for about RS 000 :
Asked if he saw the office furniture market as possibl
stagnant or decliming, Ringo said “Business 1s very bris
at the moment and as far as the future 13 concerned,
35 000 work stations will be equipped 1n SA over the rjext
18 months There 15 a good 10-year growth ahead nthe
Information technology support area of our market”

—
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TAFELBERG Furniture Stores boosied
earnings a share by 35% to 7,4e for the
yvear to February agamst the previous
annualised 5,5¢, and declared a final divi-
dend of Zc

This brings the total dividend for the
year to 3,5¢ (2,6c) a share

Turnover rose 36% to R29m from
R21,7m, against a 41% mise in operating
profit to R1,9m (R1,3m) According to
Chairman Eungene Theron, the biggest
contribution to turnover was made by the
Bellville branch of the company.

Tafelberg operates in the Cape, but -
tends to expand into the PWV area,

A
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: SYLVIA DU PLESSIS

FURNITURE retatlers will discuss
Finance Minister Barend du Plessis’s
new credit curbs at a national council
meeting 1n Cape Town next week.

Furniture Traders’ Association
executive director Frans Jordaan said
yesterday: “We're not happy we've
been discriminated agamnst again.”

The FTA represents about 90% of
retail outlets in this sector.

Retall sales figures for January
showed a 10,9% increase over sales in
Janaury 1988. Figures for February
showed year-on-year growth of only
8,35%, Jordaan said.

He added: “HP sales particularly
are taking a knock.” .

The picture during the last few
months of 1988 was the same.

“Since August we have made con-
stant representations to government to
ease the plight of the industry.

¢ -1
G Banks 7

“We're extremely concerned the sit-
uation has been made worse, especial-
ly in terms of electric and non-electric
| applhiances, TVs and videos, as these
form the bulk of some retailers’ sales.

“We take little comfort from the fact

'| that HP provisions on radio and audio
are unchanged. They were already

hard hit,” Jordaan said. ... .

He added hardest hit were those who
1 did not qualify for credit cards with
| budget facilities and those who did not
‘| qualify — or dad not wish — to borrow
| money from banks. . ., .. .
.| Dion financial director Mannie
| Chaimowitz said the measures, would
I “defimtely have an effect on the sale of

bl%ltickets“. ERGRAEE LA N PP DR

¢ added: “I support the conditions

| to some extent but things are getting a

| bit out of hand™ . - . T

| Chaimowitz said there had been a

decline in video machine sales over the
past few months. " :

A retail analyst said yesterday the
tightened HP requirements would hit
all furniture retailers. I

He added this would force retailers
to pay even more attention to the qual-
ity of their debtors’ books. L
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The measures taken by the
authorities to dampen
growth n consumer cred-

1t purchases moderated
demand for furmiture in

the second half of the fi-
nancial year, and Afcol’s
turnover as a result
slowed to 13 percent from
the 22 percent recorded 1n
the first half

The figures released
for the  financial
year ended March, show
that turnover for the year
increased by 11 percent to
R567,1 million (R510,2 mil-
lion), while operating prof-
it improved by 12 percent
to R48,2 million (R43,1 mul-
hon) ‘

Attributable profit was
accordingly 19 percent
higher at R41,5 million

e

ywth slo
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{R35,0million) This trans-
lates 1nto earnings per
share of 170,0 cents (144,8
cents), an mrease of 17
percent

In accordance with the
group’s policy of paymg a
twice covered dividend, an
unchanged final dividend
of 40,0 cents has been de-
clared giving a total of 85,0
cents (72,5 cents)

Current forecasts of low
growth 1n private con-
sumption expenditure and
of interest rates remaimning
high, means that turnover
will be blunted 1n the com-
g year, the directors say
Hawever, they have set a
target of attemptimgto
achleve earnings per share
to approximate those of
the present year — Sapa
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FURNITURE manufactu ing gruup Af—
col achieved a 19% growth 1n profits for
the year to March, overtaking an 11% rise
In turnover over the previous year, de-
spite the furmture industry slowdown

Attributable profits of R41,6m (R35m)
were iranslated into earmings of 170c a
share (144,8c) A final dividend of 40c a
share, the same as last year’s, raised the
total payment for the year 17% to 85¢
(72,5¢) a share

Afcol controls 36 factories making fur-
niture and allred materials, and has the
most extensive furniture manufacturing
mterests in the southern hermsphere The
group also has interests 1n associated

companies such as Romatex, Resinkem
and P G Bison

Profits surged

h
In June 1988, Afcol merged its office
furmture nterests Kallenbach-Hendler
(Pty) Ltd with Matheson and Ashley The
full benefits of this merger would be felt
1n the comung year, Afcol executive chair-
man Laurie van der Watt said yesterday
The group’s bottom-line profits surged,
largely as a result of a R4m increase 1n

r CHARLOTTE MATHEWS

income from associated companies to
R14,8m (R10,6m)

Van der Watt warned 1 the mterim
announcement that the group’s perform-
ance for the second half of the year —
traditionally better than the first half —
would be restrained by government ac-
tion to curb consumer spending

‘The quarter ending December 1933
was particularly afflicted by ecancella-
tions and returns at an abnormally high
level,” he said yesterday

Turnover 1n the second half grew only
13%, compared to 22% mn the first six
months of the year, after backing out the
office interests

Interest payments doubled to R12,7m
(R6,2m), about R4m of which was the
result of the rate increase The remainder
came from hgher borrowings to finance
capital expenditure of R27,7m

Gearing was a satisfactory 44%, and
was expected to fall during the current
year

Van der Watt said the group’s future
activities could be affected by low growth
1n private consumption expenditure

WW

profit growth

“Management have, however, set them-
selves the difficult target of attempting to
achlieve earmngs which approximate
those of the present year”

Since 1979 the group’s dividends and
earmings had shown an average com-
pounded growth rate of around 20% a
year

L AFCOL

Share price,dally close(cents)

With share price movements, this had
hited shareholders’ wealth since 1979 by

an annual compounded growth rate of
40,9%
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" by JULIE WALKER

Furnfair
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FURNFAIR was listed
on the JSE as a three-
store furmture chain in
August 1986 after a
rights offer of 7,5-mul-
hion shares at 40c

The share price rose to
250c before commg back to
earth in the crash of Qctober
1887 It 15 now 130c

In July 1987 a rights offer
was made of 2.6-million
shares at 110c each In under
a year Furnfair raised R5.9-
million from mmnorities out
of total share capital of R4 8-
million at June 30, 1988 Total
shareholders’ 1nterests at
Lhat date were R10,44-mml-

on

MONTAYS

On January 27, 1988, Furn-
gro — then unlisted — bought
the assets of the hquidated
Montays furniture group for
R8,2-million Furngro was
then the private company of
Ivan Hammerschlag and his

-brother Jeff who are also di-

rectors of Furnfar

There were 12 Montays
stores, and five were sold to
Rusfurn because they were
outside the Western Cape Mr
Ivan Hammerschlag says the
proceeds went straight to the
bank — “Montays owed
t1;‘;1{],6-171'11llnl:m to the bank

Eﬂ *

The remaining seven were
sold to Furnfair on July 1,
1988, for 10,8-million shares
at 150c¢ each — a deal worth
R16,2-nmllion

The 1988 Furnfair report
refers to an additional
R400 000 — “a price equiv-
alent to the original acgusi-
tion and restructuring costs”

In hittle more than five
months, 12 Montays stores
worth EJ.2-miilion became

€ Car
R

‘fﬁ_ m PR
IVAN HAMMERSCHLAG

seven stores worth RI16 6-

m:ljion
Of the 10,8-milion shares

1sseed to F'urngro, 4,2-mithion
were placed with institutions
at 150c each, realising R6,3-
milizon

One analyst believes the
Hammerschlags “did not act
in the best interests of Furn-
fair shareholders i settling
on Furngro such a large
amount of goodwill when
E&unta}rs was onsold to Furn-
air”

GOODWIIL

Mr Hammerschlag insists
no goodwill was paid to sell-
ers Furngro

“Our auditors and attor-
neys certified that there was
no goodwill We took over li-
abilitrtes when Furngro
bought Montays from the lig-
uidators There was absolute-
ly no proiit to the vendors
when Montays was sold to
Fuarnfair ”

Furngro was listed as a
pyramud holding company on
the JSE 1n November 1988

after a renounceable rights
offer to Furnfair sharehold-
ers 1 the ratio 110 for 190

J

ful

Furnfair at 15uec a Furngro
share This raised about R27-
million

Mr Hammerschlag says
preference shares were 1s-
sued to the creditor banks
The proceeds of the Furngre
rights offer were used to re-
deem the preference shares

TYAXATION

In the year to June 1987
Furnfair earned 18,2¢ a
share, and to June 1988 44 8c

In the year to June 1987 the
company adopted the partial
method of accounting for de-
ferred taxation It calls for

the provision of deferred tax
on timing differences only
where the tax 1s considered
?ayahle In the foreseeable
uture

Rusfurn aside, every listed
furmiture retailer deducts de-
ferred tax before stating pro-
fits The analyst claims this
Is “chinese accounting” and
reflects an wiflated earmngs
figure
* The counter-argument
suggests that by making a
deduction for tax not due 1n
the foreseeable future means
that today’s shareholders
foot the bill for tomorrow’s

sharehoiders’ tax liabilities
Hammerschlag says

that times change, and other
furmture retarers will fol-
low the partial methed “We
do not make provision for the
rent we will have to pay
five years’ time,” he says
He sees the tightening of
credit controls announced by
the Government last week as
“bullish” for the company
“We do not sell anything on
terms longer than 18 months
and our deposits were al-
ready higher than 15% The

new rulings will hurt other
furmture retailers who sold
over longer instalment
periods and charged low de-

posits much sooner thanm it
will hurt us”

The group achteved a 1299
Increase i turnover to R11 3-
million 1n the first quarter of
1989 compared with R49-
milhion for the first three
months of 1988

Mr Hammerschlag attri-
butes the group’s suecess to
aggressive marketing ”

The group’s warehouse
now handles distribution to a
total of 15 Furmiture Fair and
Montana stores throughout
the Cape Pemnsula

Mr Hammerschiag re-
mains confident of the
group’s prospects for the re-
mainder of the year “We
have a proven formula, we
are 1n touch with our market
and we are achieving the
sales”

POTENTIAL

Furngro shares should
trade at 67% of the price of
Furnfair shares So Furngro
looks overpriced at 155¢ with
Furnfair at 130c

The anomaly 15 reflected
1n the storic dividend yields
of 6,5% and 10,8% respective-
ly

Mr Hammerschlag says
“With our profit petential,
Furnfair shares on a dividend
yield of 11% are among the
best-value counters avail-
abl‘E n

I would urge caution Mar-
ket sentunent 1s agamst fur-
niture shares and other
granters of credit 1n the wake
of hmgh interest rates and
more stringent efforts by the
Government to cool consum-
er demand

The average price-earn-
ings ratio of the furmture
sector of the JSE is only 4,6
times, and the dividend yield
8% 1 would consider the
blue chips ahead of a relative
newcomer
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up 24%

SYLVIA DU PLESSIS I

SPECIALIST furmiture and sporting
goods retaller Morkels has notched
up a 24% Increase 1n earmings a share
to 23,5¢ (18,9¢) for the year to end
March, and has improved 1ts gearing
from 55% to 49%

This was achieved against the backdrop
of an overtraded furmture market hit by
frequent government measures to
discourage consumer spending

The group, part of the Federale Volks-
belegging fold, also upped its dividend
distribution o 10c (8c) for the year by
adding a final distribution of 7¢ a share to
the maiden mnterim payment of 3c

Creditable sales of R199,3m, up 27,3%
from the previous financial period, were
achieved 1n a 53-week trading year, while
operating profit rose 28,9% to R22m

Directors said furniture sales had trans-
lated into 26% growth on the R156,5m

In tigh¥
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earned 1n a 52-week trading period last
year, five percentage points ahead of the
21% growth of the retail furniture sector

Sporting goods chain Totalsports fared
even better 1n the battle for market su-
premacy In its crowded retail sports sec-
tor, with turnover growth of 53% for the
year compared with 26% 1n the retail
sports sector, they said

Morkels pushes earnings

rket

While higher deposits and shorter terms
for instalment credit more than compen-
sated for excessive stock holdings, these
led to a 53,8% increase 1n interest charges
to R3,3m

Attributable profit of R9,4m (R7,5m) re-
flected an increase of 24,9% from the high
base of 86% a year earlier, after the group
provided n full for deferred taxation

Eight new Morkels stores were opened
in the period,giving the chain 82 outiets
Four new Totalsports stores and the clo-
sure of one brought this chain’s tally to 15

MD Carl Jansen said Totalsports has
now spread its reach beyond the Trans-
vaal and Western Cape origins inte Natal
and the Free State

He said although the group foresaw a
further slowing down 1n the economy m
the year ahead, prevaiing tight manage-
ment prescription and retaihing skills
would enable 1t to continue with its
planned expansion




R2.5mhexpansion for otfice furniture group

OFFICE furniture group Mathieson & Ash-, ¢ o,
ley Holdings 1s poised for a R25m expand = EDWARD WEST

sion nto the middle sector of its market, Nﬂd had plans for four showrooms in the
following the recently unsuccessful conelu- e 1Main centres

sion of the Waltons merger ™. M&A leads the top end of the office

MaA was left with R10m in short term w~furniture market with a share of R90m
deposits after the failed merger and was EThe middle sector of the market 13 worth
openly looking for further €xpansion nto « nearly R200m a year Although 1t has no

tius market, chairman Winky Ringo sa:d at arket share 1n this sector, M&A is hoping
the weekend The new operation would be @ to gamn R60m worth of market share in two
called Office Furniture World ) years

Ringo said the group had taken an option > Ringo said the group achieved record
on land for a 15 000 sghare metre factnryQ sales and orders 1n April
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Government action to
curb consumer demand
reduced the rate of sales
growth, but furmture re-
tail chain Morkels stiil
muanaged lo achiove u
credible 24 percent
growth in earnmngs in the
year to end-March

llarnings per share
rose from 18,9¢ 1o 23,0¢
while the total dividend
was raised by 25 percent
to 10c a share

Sales were up by 273
percent t¢ almost
R200 million and despite
the pressure on merchan-
dise margins forced by
the slowdown n consum-
er spending and the need
to adjust stock levels, the
operating profit ratio
grew from 11 to 11,4 per-
cent, which translated to
operaling profits of
R22,2 million

Furmture sales were
up by 26 percent to
R156,6 million, while
turnover of Morkels’
sporting goods and ap-

Ziperc t

parel chamn Totalsports |

grew by 53 percent
Managing director,
Carl Jansen, said the
group's gearing ratio had
improved from 55 to 49

percent, while net asset |

value per share, 1ncor-
porating the three-yearly

revaluation of the group’s |

property holdings, 1m-
proved to 123 percent
from last years 106c

He said that while the
group foresaw a further
slowing down 1n the econ-
omy in the year ahead,
prevailing tight manage-
ment prescription and re-
tailing shills would en-
able the group to con-
tinue with 1its planned ex-
pansion ’

Furmturg deaiers

Own Correspondent
DURBAN — Despite gloom on the re-
tail side of the furmture industry in the
wake of the Government's further
clamp on credit last week, all 1s not

I lost it seems

Smaller outlets are still experienc-
ing good turnover, which, proprietors
say. 1s because of the release of long

pent up demand for 1eplacement white
goods,

A financing scheme backed by a
major manufacturer enables hard-
pressed buyers to avoid the restrictions
affecting hire-purchase agreements.

The scheme is offered by retallers on
certain television, audie and video
equipment

It 1s funded by Barlows finance
group Barbrook Investments

A loan to buy goods i1s made to the
purchaser, who 15 required to make a
12 percent deposit and repay the bal-
ance over 24 months

That compares with the HP require-
ment of a deposit of between 20 and 30
percent and repayments over 12 to 18
months

Furnbea Group executive Mervyn
Hackner says Beares furniture outlets
are among those running the scheme

Minister of Finance Barend du Ples-
sis dropped the credit bombshell re-

~ whistle 1n the dar i«@

cently when announcing an effective.,
one percent hike in interest rates
He raised mimmum deposit levels on
electrical apphances and other luxury ~
1tems an average of five percent
Repayment periods on many cate-
gories of goods were further reduced '
The tougher clamps came after belt-~
tightening only last Aupust
So concerped 1s the Furmiture Tiad-
18" Associution about the new clanps
that 1t 18 meeting to discuss them at a
national council meeting next week '/
“We are not happy that we have*-
been discriminated against yet once
mote,” says Frams Jordaan, executive
ditector of the association, which rep- -
resents 90 percent of South Africa’s re-
ia1l cutlets .
Particularly galling, he says, 138 the ~
fact that the association has been mak- v
Ing representations to the Government
to ease the situation for retailers 4
He belicves a repeat of the 1984 re- »
cession 1s on the cards 1if relief 1s not ..
Hminent “
Association retail sales figures for o
January 1989 show a 10,9 percent n-
crease over sales in January 1988 .
Figures for February 1989 show a
yeat-on-year growth of only 8,35 per-"'
cent — well below the annual inflation '
rates for both months ‘
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TV1 outdoes all its competitors -

By Malcolm Fothergill
TV1.s attracting far more viewers
than its rivals TV4 and M-Net and 15 a
far cheaper way for advertisers to
reach potential customers, says ad

agency Grey Phiilips Bunton Mun-
del & Blake

‘One would have to search long and
hard to generate a reason for including
M-Net In 'prime time’ — that is, 7pm to
Bpm — if one has a mass-appeal prod-

uct,” says the agency in its montly re- -
lease Grey Matter

t “It lﬁvery expensive relative to thes. .
audience 1t provides, and TV1 walks
away with well over 80 percent on av-
erage of the audience ”

In more detail, 59 percent of ihe
country's white, coloured and Asian
aduits who watch television in the 6pm
to 7pm time siot watch TV1, 31 percent
watch M-Net, and 10 percent watch

watch TV! while only 15 percent wateh
M-Net -

Looking into the cost implications -
for advertisers, the advertising agency
lists what advertisers pay 1n rands for
every one percent of the population
reached by the various television sta-.
tions 2

In the 6pm to 7pm time slot, TVLe
costs R439 for every 1 percent of the
population reached, M-Net costs R498-
and TV4 costs R700 "

In the 7pm to 8pm time slot, TVL,
costs R483 and M-Net costs R1 045 T
» *So not only does TV1 outperform itsm
rivals on an audience base, but indeed
proves to be the cheapest option avail-+
able

“Criticism for escalating TV rates,
has been levelled for an extende
period at SABC — perhaps one shoul

" honestly query M-Net’s rate structuré

and cost 1n the hght of the above find”

TV4 In the 7pm to 8pm slot, 85 percent

1ngs " Grey Matter concludes ~

llit'll.

—
Ty e - —




Furniture retailers endorse Ringo’s plan

THE MIDDLE sector of the office furnitur

market looks like a good investment as it ! HARLOTTE MATHEWS ,
tends to perform well m an economic down- '
turn, furmture retailers said in response to Grant Andrews Holdings MD Mike Eg-

Mathieson & A?\I&Ieydchaxt:ilmanhmm:y Rdu::lg{;’s gg;gf 1flaLdntir wnuiﬂ not ptirsnnall invest
0 onda at he ended to ventiure in this mar {
f:ﬁ?rteiltnle:{%tﬁmnm thllls sgctnr o I~ "I would rather make acqusitions tl?an try
Ringo said the middle sector of the office % t0 start from scrateh,” he said
furmture market was worth about R200m a p~ I think the middle market is a growmn
%rlalear a:;ﬂlhetggped iﬂtca&]ture about R6um of f‘?:rg:h ) ssﬂlngs l;;l&}:ﬁhegglguglgfurrd Gtuhnctt}le
1s within next two vears ow e
Central Furmshers Mf{ David Levin be-! huddle market expands faster b%cause the
Iilevec}_t tzhe middle s:af.‘tt,':r‘;i was worth adlut more upﬂﬂal;“ljnv?rkfht Eusgﬂmers tend tuIecnnumlse "
than R200m a year and was expandm Orins sales manager Ivor Shek
“Our market:fs bunyant m dZPII?E;SEd %lmESQSﬂld the mlddlE SEﬂtﬂr of gthe mﬂl;kEtEJﬂlg
because people who cannot afford to buy-\_ﬂxgﬂtgdmg because of new office develop-
upmarket buy downmarket We do well QYOS In areas like Sandton and Halfway
bad times ” House, which required new furmture

— : - e
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Prestige h
REORGANISATION of the Krost operation
has put the Prestige Group s manufacturing
and trading divisions on a sound footing, and
chairman Geoff Grylls says i the annual
report that he looks forward to a successful
year

The group, In which Unidev has an 80%
shareholding was formed from the UK-disin-
vested Prestige and local Krost Housewares

Since being listed 1n November 1987 it has
experienced considerable problems in the
Krost operation, which was taken over with a
R10m assessed tax loss

In spite of the quality of the Krost products,
production equpment was poorly maintained
and Prestige mcurred substantia’ costs on
repairs and servicing

oggcome prob
‘8 ﬂHAle[J'IPTE A%F}Uﬁrc[—q
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“Where the wheels really came off from a
financial point of view was in our Kitchen
cabinet division which we had to close down
in December ” said one director

“We had to contend with the furniture in-
dustry's 180-day terms of settlement, intense
competition 1 this field and terribly high
distribution costs On a fairly substantial
turnover we were losing money

“Without the R14m wnite-off from that
division our results would have looked good ”

The companys gearing 1s around 70%,
largely as a result of a late dehivery of raw

léas at Krost

» materials in December This pushed up stock

levels temporarily

The income statement will show a hefty
imterest bill arising from borrowing to
finance the stock order

Directors were st1ll interested in acquiring
a company with a complementary product or
infrastructure they said, and would fmance
such an acquisition from existing resources

Grylls satd * [ view the tuture 1n a positive
light We now have a centralised manage-
ment team the disrupting factors caused by
the merger have been overcome and the man-
ufacturing and material problems have been
addressed Consequently we are optimstic
for a successful year”




e boom 1n new CcOIn-

mercial development
has improved prospects
un an already buoyant
office furmture market

And looking for a
good slice of future
business 15 the newly
formed manufacturing
company, Office Furni-
ture Designs

The new company is
a subsidiary of stock ex-
change-listed GA Hold-
ings and will be under
the directorship of for-
mer Grant Andrews Of-
fice Furnifure man, Mr
Gary Prinsloo

«“While we are a GAH
associate, we will be
operating on a comple-
tely autonomous and
competitive basis, i5ays
Mr Prinsloo

“There 1s §0 much
building activity 1n
Johannesburg and sur-
rounding "areas, and
Midrand that, the‘ch-
. npate-is .1deal ‘for, the
Jaunch of thé company”
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Romano's R10

DIVERSIFICATION 1s paying off for Ro-
mano Furmture which expects to show a
satisfactory profit on the recently-acquired
Luries Transport division for the year to
June, 1n spite of a lower volume of orders on
the furmture side of the business

The transport division was hought for a
mere R10 last year

In an interview yesterday
n1D Mario de Chaud said Lur-
jes then consisted of one man
and a truck

“The truck had broken
down, 1t was in pleces some-
where, and we had o mvest a
iot of money in having it
fixed, but 1t has been an excellent invest-
ment,” he added

This division now €onsists of six trucks to
service Romano deliveries and another SIX
which deliver for OK Bazaars and Lubners
and do domestic removals

Romano also makes brass and chrome fur-
mture, garden furniture, security gates, bur-
glar bars and hght fittings

The hight fittings and {ransport operations
were acquired since the company was listed
in July 1967

&

COMPA

1 = ol -
chance is paving ofl

| CHARLOTTE MATHEWS | |

Romano’s mterim results to December
showed a 40% drop In net profit to R149 000,
hefore the sale of land and buildings, com-
pared to the previous year, although, as a
result of the sales, profit rose by 177 to §
R289 000

18&

Decline

Teotors attributed poor results to the §
number of cancellations of orders in Decein-
llne; and a rise 1n the cost of raw materals and
abour

wpancial director Jeff Blumberg said ihe
company had now confirmed some raw mate-
rial prices for several months to come

Faced with a decline mn orders, however,
the company Is carrymg hgh stock levels

Blumberg said heavy investment was
made last year m plant for the hghting divi-
sion, but 1t was runnmg at only 60%-70%
capacity

i"We are hoping to see through this year and
pick wp 10 1990.” said De Chaud

R ———
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CAROL MIDGLEY

A CONTROVERSIAL ad-|
vertising campaign by the!
furniture grant Joshua:
Doore has been withdrawn
after complants from the:
| Government and furniture!
| traders that 1t flouted the,
new hire purchase regula-t
tions, - 3 :

The full-page advertise-;
ment which, appeared in®
The Star and other news-i
papers countrywide this,
week offered a hi-fi stand!
for sale at R599.90 with a,
music centre thrown n’
free |

This meant the company:
was effectively offering the.
music centre on furniture’
HP terms — 12 percent de-.
posit and 24 months’ repay-
ments — instead of on the
new terms relating to ha-fi
equipment 25 percent de-
posit and 12 months’ re-
payments

After the ad had ap-
peared, the Newspaper
Press Union was contact-
ed by the Department of
Commerce and Industry,
the Furniture Traders As-
soclation and other media
representatives who com-
plamed that it was 1n con-
travention of the spuit of
current Government regu-
lations.

1
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‘Good deal’

Managing director of
Joshua Doore, Mr David
Sussman, told Saturday
Star “The new regulations
bear no cogmsance of the
fact that retailers are now
stuck with stock ordered
prior to the new ruling

“The foreign exchange
for those orders has:al-
ready left the country and 1,
still had an obhgation on
1600 pleces of equpment.
50 1 was left with a choice
of either renegmg on the
deal and losing credibility,
or ending up with stock I
couldn’t sell

“Nobody 15 suffering be-
cause of this offer The con-
sumer 15 getting an incred:-
ble deal — sets brought m
now would cost them R200
more.

“We checked the legal
mmplications of the adver-
tisement and were told it
was acceptable”

Said the executive direc-
tor of the Furmfure Trad-
ers Association, Mr Frans
Jordaan. “Joshua Doore 18
a member of our assoQa-
tion and we were extreme-
ly concerned about the
ramufications of the adver-
tisement

“We seriously beheve the
Government would retal-
ate to this kind of market-
1ng We are happy the com-
pany agreed to withdraw
the campaign ”




Thumbs

JOSHUA Doore has developed an nge

ious method to circumvent government’s
latest HP restrictions

The furmture group advertised a hi-ft
stand for R599,90 with one hi-fi as a gift
with every purchase

The scheme enables customers to buy
the item with a 12% deposit and 24-month
repayment period mstead of 25% deposit
and 12 months for audio equipment

Joshua MD David Sussman says the ad-
vert was not intended to undermine De-
partment of Finance austerity measires
hut to sell merchandise hought before the
new HP measures were announced

Sussman adds that, if Joshua Dogre ad-
heres to the new HP regulations, custom-
ers would pay an addional R200 “So we
are, 1n fact, fi'ghtmg inflation ”

_ﬂ———-——-—————"—‘—‘—'———_

Ver hi-fi advert

{ 18K /BRENT MELVILLE |
Afterp('gsct‘f'rg f%ﬁl?ggvgament and

retail competifors, the Furmiture Traders’
Association insisted the adverts must end

The assoctation 15 concerned the appar-
ent loophole 1n HP regulations will catch
on with other furmfure retalers and
prompt more restrictions

FTA executive director Frans Jordaan
says the Joshua advert was mot I the
spirtt of the new HP hmuts

“Joshua Doore exposed a loophole and,
while there is no legal recourse open to
government, any contmuation of this sort
of abuse could necessitate further govern-
mental legislation,” he warns

H
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CREDIT RESTRICTIONS

:::]' Joshua Doore last week, glory was short
and lfwhee:t Its attempt to drive a bulldozer
credltgre:tl:ziﬁpamlm toophole 1n the new HP

ons lasted two davys
rctg;L group fell foul of pressur}"e velore the
mmpl:?nltdwasT ?1“ over, MD David Sussman

ed “They say w
Dp;l} e}::unnmy Whereyls ft'!]‘?ve # free and
i ::1 more than t 000 hi-fi sets gathering
cust ﬂfa ;arehuuhse, Sussman had the bright
J wing them away Any ¢

|
EIST{US}SS% a simple wooden hl-ﬁy st:lidnn}gr
R .90 would receive a free hi-fi The n1=:.:rtif
) It{::ln was that the plain wooden cabinet
ould be defincd as furniture — on whl;h

customers are f
aced w
terms ith less onerous credit

[nstead of the 25% depostt for hi-fj equip-

O e ————

ment, with 12 months to pay, customers Were the rand and the BoP *1 did not intend to
looking at 12% with a 14-month payback | confront the government or undermine what
period it wants to do” ;

“Your uncle 10 the furniture business has While governnment cools down the eco-
found a way for you round the latest restric- | momy, Sussman sweats over the expense of
tive HP measures,” read the Joshua Doore | holding costs on unsold hi-fis he ordered m
ad which ran 1n newspapers around the coun- | Apnl 1988, more than a year before the

try last week latest restrictions took hold He insists he 15
Customers, however, were not the only | fighting inflation,
ones to respond Sussman received a call “They suppress demand and 1t builds up

from Frans Jordaan, executive director of | and builds up and butlds up,” Sussman adds
the Furmture Traders’ Association (FTA) | “Then, with all that pent-up demand, they
By the end of their conversation, Sussman | put OR NEW restrictions How am | supposed

had agreed to stop running the ad to pian for the future? In this business, long-
“[ didn’t think it was in the general inter- | term 15 a week <]

est of the retail trade,” Jordaan says “I told

(Sussman) it was better nout to run 1t We -

came to terms I didn’t wield a big stick ”
He says he contacted Sussman because
the campaign was against the “spirit” of the
LIP restrictions Sussman mnsists that was lns
only transgression There was nothing ilegal
about the campaign ‘
He says government pressure on the FTA
was_behind the crackdown Jordaan, howev-
er, says s call to Sussman came before
government ntervention. “] was pre-empt-
ing that pressure,” Jordaan explains
Government officials later made 1nguiries
and Jordaan was happy to report the matter
had been resolved.
Sussman says his campaign was an 1nno-
cent attempt to sell a backlog of music cen-
tres and not to interfere with protection of .

s -

Al

’



Bl i A

urniture sales
\S@; By Kanzer Nyatsumba s“\"if

The furmture mdustry, which de-f
pends heavily on hire purchase
agreements ior survival, has ex-é;-
perienced a marked drop in sales
since the Government introduced 7
certain credit restrictions last
year, according to the executive
director of the Furniture Traders’
Association of South Africa (FTA),
Mr Frans Jordaan

Mr Jordaan said the industry
was hopeful that some rehief
would be provided soon

Retail figures for April showed
a 7,2 percent 1ncrease over the
April 1988 sales, while figures for
March showed a year-on-year
growth of 11,4 percent — well
below the annual inflation rate
|  Sales figures for the furmture

!

*
&t
b

in doldrum¢#®)

industry are based on a monthl
survey of 1 150 members

Mr Jordaan said HP sales were
poor because of the Government’s
insistence on high deposits and
shorter repayment periods

‘Many of our retailers are
being hard-hit by decreased sales
and by the fact that finance
charge rates are pegged The
prime overdraft rate climbed re-
cently by 2 percent which means
the margins are squeezed

“What makes the indusiry par-
ticularly sore is that furniture, ap-
phances, TV and sound equip-
ments have been singled out by
the Government as a whipping
boy and all sorts of striciures
have been placed on deposits and
repayment periods,” he added
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IN 15 Iyﬁars Hymie Hovsha and his management team have taken the
furniture manufacturing business of Victoria Lewis from a 500m* “garage”

in Booysens to state-of-the-art premises covering 16 000 m* at Nancefield

 south of Johannesbur

»#In the early days, Mr
«Hovsha saw an opportun-
1ty for bedroom suites in
'the upper price bracket,
but 1n+1979 began to ex-
'pand to meet demand

'

‘from the mass market
7 During the last financial
year production capacity
,was. trebled and new lnes
Lbrnught' on to'the market,
' such as dining suites and oc-
" casional furniture More than
' R7-million has been mnvested
. modern imported machin-
sery, and,mvestment allow-
yances Should ensure that no
rcash-flow tax need be paid
wfor ilidinext two years
jt> Mr Hovsha says that al-
' thougheithe group’s borrow-
fings ang gearing are high, no
/smore need be spent
L W “Wethave planped for the

smedumn to long term We can
5inr:rease~ production 03 the
¢ Jeourrentvequipment and run
Umore shifts n}
r<"‘He'says that orders for the
}flrst two months of the cur-
«tent financial year are ahead
sof last-year's 1n spite of the
cGoverpment’s restrictions on
* the granting of credit to con-
% SUMETS
* “We sell to 22 furmture re-
otailers and demand 1s stili
reasonable Houses are being
¢hwit which all need furmsh-
! iﬂ ]
s %&ll those shops reguire an
exclusive line, and Vic Lewis
~manufactures shd stores
components which are drawn
and assembled to order
Local deliveries are made by
the company’s fleet and a
freight contractor serves the
rest of the country

Mr Hovsha would not dis-
close turnover or production
figures but drops the hint
that more than 30 000 compo-
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nents are processed daily

The new plant took eight
months to commission, and
key staff were sent to Europe
for three months to learn all
the s and outs of the ma-
chines The pro¢esses are
computerised and’ the 300-
strong workforce has been
well trained in the techmecal:-
ties 23T
So great 1s production ca-

acity that new markets are
Eemg explored. Exports are
a possible step, as 18 a new
range of products for the do-
lt—}murself marketsnav

‘We prefer to think of the
factory as a wood prodessing
plant rather than as & furm-
ture manufacturer”™-’

The workforce is stable,
and there have heen good in-
dustrial relations over the
last two years although there
were a few disruptions
around the time of lhisting

Three guarters of the raw
materials are sourced local-
ly, the balance being imports

,e

L
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trebled-
duction and new lines

ﬁuclh as special larmnates and
oils

Vic Lewis was listed on the
JSE two years ago after a
private placement of shares
at 50c raised over R4-miliion
There are 17,5-million shares
in 1ssue of which manage-
ment owns more than 50%
and Qzz — whose chief
executive Gary Zulberg 1s a
director of Vic Lewis — owns

2%
Mr Hovsha says ways are

being examined to bring the
gearing of the company “into
perspective” With the shares
at only 20c, a rights ofier
would not raise much cash
without a large dilution in the
number of 1ssued shares

The shares were 40 a year
ago, and picked up from 15¢c
at the start of this month
ahead of results due ths
week

Mr Hovsha would not be
drawn on the figures, other
than to say that turnover will
be up by around 70% on last

Victoria Lewis Holdings

Cents
60

50 ]
40

Source JSE Graphics

?

year's even though the com-
pany moved from smaller
prepuses in Nancefield and
commussioned new plant

He says earnings for the
ear to March 1989 are “not
ad at all” — at the interim

they were 4,2c a share com-
pared with 3,5¢ previously al-
though the interim dividend
was passed.

If earnings are about the
same as last year’s near 7c

for the vear the_c_urren_t shareJ_

Feb

OE:t Mév
1989

.Jr:m

1088

price would be barely three
times forward earnings The
second half-vear includes
Christmas — a boom time for
furnmiture sales

Last yvear's dividend was
3,5c, and the historic yield is
almost 20% But a final divi-
dend seems unlikely 1n hght
of the high borrowings

Obviously confident for the
future, Mr Hovsha says the
shares are a steal at the cur-
rent price 1 won't argue with
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Interest in NCI

IN spite of the pasting venture capital compantes are taking,
Mike Clarke of New Company Investments {NCI) beheves
there is a great future for them i South Africa,

He has just retorned from the European Venture Capital
conference He learned that other countries went through the |
same teething problems prevalent 1n SA

When venture capital i3 first promoted, it attracts a lot of
con men It takes time to shake them out of the market

Mr Clarke says four companies expressed interest in invest-
ing in joint projects with NCI on the strength of the world

firsts 1n NCI's portfoho
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Violence flares

as furniture
store strikers w:% 8
hold pickets .\

Weekly Mail Reporter

THE week-old Joshua Doore strike
turned violent thus week when strik-
ers at various branches were shot at,
interrogated, locked in a strongroom,
arrested, assaulted and intimidated
with firearms

And the Commercial Catering and
Alhed Workers Union of South Afr-
ca reports that between June 21 and
June 23, 43 picketers were arrested 1o
the PWYV area

One of those arrested, Peter Ko-
lobe, 1s currently being held at Pretor-
12 Central Prison 1n terms of the
Emergency regulations

On Wednesday at Score Furmshers
in Germiston a fracas between work-

ers and management led to the store
manager opening fire on striking
workers, the representative said Ed-
ucation officer of Ccawusa, Salim
Vally,sad the manager fired two

we gl [

shots —.one oyer, picketing workers’

| heads and ‘dngther at the store’s roof
1 "..Joshua-Doore MD David Sussman,

§4id the shot§ were fired by a secunty
guard who was defending himsell
against an unknown person who had
threatened him wath a knife

At the Klerksdorp Score Furmshers
workers alleged that two days ago the
regional manager and the store maun-
ager were seen pointing firearms at
picketers

Vally said Joshua Doore’s manage-
ment was guilty of breaking an agree-
ment that they would not call 1n the
police before consulting the union At
the Price *n Pride 1n Benom workers

alleged plainclothes police were sit-

ting at the manager’s desk “caliing m
workers to question them” At the

same store police “pushed strikers

and destroyed their pickets”

At a Bradlows Store 1n Randfontein

union members were locked in the
strongroom by the manager Police 1n

plainclothes were also present
Sussman said 1t was strictly against
company policy to call the police
without consulting Ccawusa and it
was against company policy for
members of staff to carry weapons
Police had advised the company
that by allowing picketers outside
stores the Emergency regulations
were being contravened, he added

@ Colonel Haynes of the South Af-
rican Police Public Relations division
in Pretoria said, “We-could not make
meaningful enquines 1 the hmited
time at our disposal, with particular
regard to the fact that 1t 15 not easy to
ascertain from the information fur-

mshed in your message, 1n which
police stations areas some of the
. many alleged ncidents are supposed
- t0 have occurred

“However, 1f any person has legal
.cause for complaint, such person has
every right to lodge a complamnt
through any one of the exising chan-
nels We give the assurance that such
compiaints will be fully vestigated.
The fact that people go to the press
with complaints of alleged criminal
behaviour, instead of apparently
lodgng their complaints with the po-

lice, tends to raise the suspicion that it
is done for propaganda purposes
rather than a desire to seek justice

¥ Ccawusa this week continued to
ballot 1ts members at OK Bazaars
stores around the country over the
possibility of national strike action

A dispute over the results of the
ballot led OK management to file a
supreme court application on Tues-
day to prevent the impending strike
by about 9 000 workers from taking
place. The application was held over
untll yesterday afternoon so that med-

1atons and further balloting could
confinue
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DISRUPTIONS
GommaGomma
March down to
compared with a

1t production knocked
s results for the year to
a retained loss of R4,.2m
K331 000 loss for the pre-

CHARLOTTE MATHEWS

possible to declare a
rectors warn no fu
ly to be declare
profitable and t
been sufficiently s

dividend and the d;-
ture dividends are like-
comparny 1is
€ capital structure hag
trengthened

ries R3,7m (R953 000)
loans and an overdraft of
m}onits balance sheet

Although turnover d until the

R347m (R34,9m), sho
managed to retamn its
1ncome dropped to a
profit of R79 000 1n 1988

Losses of 18 5¢ (2,3c) a share made 1t im-

fell only 5%, to
wing the company
, Operating
1,6m loss agamst a

markets

Gomma car
short-term

R4,7m (R2,8

_  p—

om losses ()

Interest payments during the year were  vestments, a consortium with g range of
R1,3m (R403 {100) Interests from cement to property

Lounge furmfure manufacturer Gom- Directors said the loss the year to
maGomma has traded successfully for 15 March was caused by labour problems and

. relocation of the woodm:ll to Ga-
Gomme

Rankuwa They added these problems

Holdings Limited were bemng addressed
years but, smce listing 1n 1987, the com- Directors expect the new factory to be
pany has returned disappointing results 1n full production by September and look
In April the Steele family sold 75% of its forward to a small profit in the mmne
controlling shareholdmg {o Decagon In- months to the new December year
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MOST of the furmture companies 1n rural
areas that do outdoor canvassing are pull-
g out of this market because they regard
it as costly and high risk

Wanda Frasers 1s the only company that
mtends to stay 1n catalogue selling CE
Derek Vercruyssen says the company in-
tends to take advantage of the ga created
by the withdrawal of 1fs compe tors

Outdoor canvassing is done by sending a
sales team out to remote areas with cata-
logues When customers have no way of
getting 1nto towns, some COMpanies send
collectors to collect HP mstalments

“Outdoor selling 1s a very expensive
way of doing business because of the bad
debts you carry and the infrastructure
required,” said Savills Transvaal execu-
tive director Casper Kruger “We discon-
tmued outdoor selling three months ago "

— irsiall

on the wane

Ellerines group marketing manager
David Lazarus said the company had
largely withdrawn from outdoor canvass-
ing, and was concentrating on getting peo-
ple into shopping m town

“With improved transport networks and
increased exposure to the media custom-
ers are now comung 1nto the towns”

Tip Top Furmshers also found it was
more effective to have the customer com-
ing into the shop “Once the customer 1s,1n
the store we can meet hin and he can see
the merchandise and make up lus mind,”
deputy MD Jack Kaplan said 5

«“We can do the credit rating on the spot
and we only have to collect the money
from defaulters because the customer has
shown he can come m and pay We Now
have about 35% of our business 1 indador
selling whereas we were previously 1007
directed towards outdoor selling™ ,
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Retailers fight
legality of strike

THE two-week Joshua Doore strike,
mvoiving 2 000 workers, 18 to be
challenged in the industrial court on
\ionday.

whua Doore is seeking an urgent
s nierdict against the Commercial Ca-
tering and Allied Workers’ Umon de-
clarmg the strike 1llegal and unfarr.

Ccwisa members began stnking on
Tune 21 1 protest at the retrenchment
of 500 employees at Reef branches of
World and Score Furmshers, subsidi-
aries of the Jostua Doore group.

Joshua Doore is claiming that the
union failed to conduct a stnke ballot
in a fair and lawful manner. Informa-
tion on the batlot form which imphed
that retrenchments were continping at
all Joshua Doore branches, distorted
the facts, the company alleges The
company also d1SpuLes union claims
that 500 workers were refrenched.

Managing director of Joshua Doore
David Sussman said* “The union by
its own admmssion accepted the ballot
was unprocedural by agrecing to a
second batlot. But then they went o1
strike ”

Ccawusa education officer Salim
Vally demed the union had agreed to
a second ballot Ccawusa plans to 0p-
pose the firm’s court application.
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VlTotld Lewias
nasses dis dend
a5 pmm% drop

M‘FW YAEIL YORKE SMITH 9,3

FURNITURE manufacturing group Vic-
toria Lewis has recorded reduced earn-
mgs for the 13 months to March

Taxed profits fell to R1,1m (R1,2m) on
turnover which had mereased by 76%
With earmings a share down to 6.2¢ (6,9¢),
the dividend has been passed

Reduced earmngs reflect 2 higher tax
bili as well as substantially inereased
finance costs, which at more than R2m
(R321 000) are almost seven tumes the pre-
vious year's figure MD Hymie Hovsha
says the company has moved to the full
tax rate and has undergone a substantial
capex expansion programme

Hovsha attributes the mcrease 1n inter-
est-bearmg debt io R189m (R28m) to
higher stock 1evels, expenditure on sophis-
ticated plant and machinery and the
group’s premises move, which saw usable
space grow irom 4 000m? to 16 000m* Pro-
duction capacity has trebled, In addition,
says Hovsha, costly traimmng programimes
were necessary o ensure the new equip-
ment would operate at full potential

The group is studymng ways to reduce
debt levels Hovsha says 4 rights offer 18
one of the methods bemng considered, but
adds at the current low share price this 13
hardly desirable Long-term financing has
been arranged with the group’s creditors
and Hovsha 1s confident of the groups
ability to service debt

The group is conftdent about the current
financial year, he says High interest rates
and a cooling economy are likely to aifect
earnings detrimentally, but the benefits of
expansion and mmproved production facili-
t1es will enhance performance A reduc-
fion 1n gearing levels will signmificantly
reduce the mterest bill
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GOVERNMENT restrictions 0 1t which were mmposed
last August had a detrimental effect on retail trade

The furmiture trade continues to be especially hard-hut

Figures released by the Furpiture Traders' Association
(FTA) indicated that retail sales figures for April this year
showed a 7,2% 1ncrease Over gales in April last year, and
figures for March 1989 showed a year-on-year growth of only
11,49%, well helow the annual mnflation rates for both
months

The FTA said that because of higher deposits and shorter
repayment periods, hire purchase sales continued fo do
poorly FTA executive director Frans jordaan sad 1n-
creased bond mstalments meant that the man-m-the-street’s
buying power was also dirmmshed, and many retailers were
thus hard-hit by decreased sales

Luxury items

#

A Pretoria Chamber of Commerce spokesman said
ihere had been a defimite decrease 1n hire purchase sales
and an merease i repair work carried out by businesses,
as consumers preferred to have repairs done to washing
machines, video recorders and other equipment, mstead
of buying new 1ems

Pretoria Afrikaanse Sakekamer chairman Japie Ja-
cobs also said that the demand for 1tems bought on hire
purchase had decreased, especially m the case of luxury

items There was alsoa decrease 1n the demand for bank

credit facilifies — Sanpa
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lover Sam Steele
for nearly R40m

CHARLOTTE MATHEWS

CASH-STRAPPED furniture company
Sam Steele Holdings has been taken over
by financial and industrial holding com-

| pany Supreme Bond Trust 1n a deal worth
| about R40m

Supreme Bond Trust 1s the holding com-
pany of Supreme Industrial Holdings, pre-

| viously Mewa Holdings

Sam Steele’s main manufacturing divi-
sion 1s Steel and Barnett, a veneered
board, bedroom furmiture and kitchen
cabinet factory outside Johannesburg The
retail division 15 the Protea Furnishers

I chain with 75 stores around the country

For the year to August 1955 Sam Steele

| posted an attributable profit of R2,3m

agamst R1,4m for the previous year, but
the total dividend for the year was 2¢ a
share compared to 1987's 4¢ Gearing was
152%, the highest for five years,
Supreme Bond Trust has acquired for
R38m claims of R45m by banks agamst
Sam Steele In addition, the 49% stake of

| Joe Berardo’s Johannesburg Miming and

Finance Corporation in Sam Steele has
been bought for R1,47m, representing an
offer of 20c a share This will give
Supreme an 88% holding 1n Sam Steele

Resume

An offer of 20c a share will also be made
to the remaining shareholders, which, if
taken up, would cost another R15m

Subject to shareholder approval, Sam
Steele will 1ssue to Supreme 50-million
shares at 20c each, by capitahising R10m of
the claims of R45m

Sam Steele shares were suspended at
doc last week and trading will resume
today

Supreme financial director Rogue
Hainer said last mght the existing board
members of Sam Steele would remain and
they would be jomed by Supreme chair-
man Edward Roribeck, Herman Erdmann
and hmself

“In due course the mamn hoard will be
reconstituted,” he added

“dupreme 1s always looking for acquisl-
tions We saw the opportunity and having
the available cash resources we decided to
buy the company to turn 1t around as a
viable venture We already have manufac-
turing mterests and this acquisition wijl
give us a retail interest”

Supreme Industrial Holdings has mter-
ests in stainless steel products through
Mewa Manufacturing, and 1 cold I'00Ims,
refrigeration wmits and nsulated panels

thrangh Insplated Stractures
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Afcol share pric

STEPHEN RICHTER |

""ON THE face of it, shares of Associated

*Furmture Companies (Afcol) should be

_ getting the cold shoulder irom nvestors

.. due to tougher economic conditions But
the accompanying graph seems to 1ndi-
cate the share price 1s 1n an uptrend

The sharp interest-rate rise during the past
year has had a definite impact on consumer
- spending for durables such as furniture As long
. as interest rates rematn high, near-term earn-
Ings prospects for furmture manufacturers
such as Afcol are not encouraging
But contrary to popular belief, the current
»trend for Afcol on the JSE is bulhsh — con-
“firmed by the action of the 12-month moving
~saverage line which began to move higher at the
start of this year

This indicator would only be i danger of
wsturmng bearish 1f Afcol’s price declined below
"1 000c and remained there for a few months
But after reaching a peak of 1200c in May,
7 there appears to be suffictent buying interest
for Afcol to prevent this happening

Considering the ¢yclical nature of the indus-
try, Afcol has an impressive track record Since
, 1979, Afcol has generated compound annual

r

FINANCE

STcol

1500 Snare price,monthly close(cents)

12 Month MLA ——
1000 |
800+

! ) g { |
76 78 81 83 86 88|
Jun Dec Jun Dec Jun Dec

Graphic LEE EMERTON  Source ISE

Dilrmg that time, the group never suffered a

loss, while earnings and dividends during the
past two years reached record levels

The group boasts an impressive humber of
recognised products such as Sealy and Edblo
mattresses as well as Greaves & Thomas and
Bassett furmture which should help maintain
Afcol’s market share But in view of the tough
conditions ahead, management will have to
contend with some potential problem areas

In the latest annual financial statement, cov-
ering the year ended March 31 1989, long-term

bioad w| 1] &Y

in uptrend

at the close of the previous financial year With
interest rates on a steady increase during this
period, 1t was not surprising to see that interest
payments more than doubled to R12,7m during
the latest year from R6,2m in financial 1988

Afcol executive chairman Laurie van der
Watt says gearing 1s at a satisfactory level and
expects it to decline during the current year
But 1t seems important that debt levels are re-
duced to relieve pressure on the bottom line

Afcol also suffered from a strike which af-
fected production during the fiancial year Ifa
similar event occurred, 1t could have serious
implications for Afcol

A puzziing aspect of group policy 1s its will-
ingness to mamtain a relatively thin dividend
cover policy of two times earnings This policy
has been honoured 1n the {)E—lﬂt, but 1n view of the
cychcal nature of Afcol’s business, manage-
ment may be a bit too generous with 1ts payout

However Van der Watt says “shareholders
would prefer to know that dividend cover 1s to
remain steady, recogmsing that the furniture
industry by its very nature is cycheal”

With Afcol trading substantially below 1ts
1987 high of 1 800c, the share has lagged behind
the general bullish trend of the industrial mar-
ket But given the bullish direction of the 12-
month moving average line, Afcol should be

considered a recovery candidate

earnings and dividend growth of roughly 20%

l1abilities ]umged to R92,5m from only R54,3m

F 4




" Furntech’s Gundle

) resians from top_job

B 3:..:1 ZILLA EFRAT (| &

FURNTECH MD Clifford Gundle has re-
signed from the group to pursue other
business interests

He will retain his directorship mn a non-
excutive capacity and will continue as a
consultant to the group

After a short sabbatical, Gundle mntends
{o join a diversified international group

and develop SA’s exports

As this group has facilities In many
countries, Gundle will be mvolved mn a
great deal of international travel

Furntech’s two major operating divi-
sions will retain their respective manage-
ment teams, while Krok Brothers Hold- |
ings will assume direct control of

Eurntech ——

-

¥ , )
L.
f
* t
L ;
t
)
X
X
r
¥ n ¥
n-ﬁ I F
! : , ,
i
o i
b Py
¥ r
5 -
W
1 ] 1
L
* .
b
. 1
f
o ! - 5F i
I
3
!
L
.
' '
5
1
' 2
~ L
t
£ r.I L
'..l' * * L a_f
I
i’ i .
b # a4
t
[}
I
-
b
i L] *
‘s ) ‘
o b | »
L 4 L3
5
.
4 q;
¥
. P
f
! |
L 5
b | \ _
W " ‘
¢ 4 :
R L .
A 4
t 1
rF
¥
* L8
.I‘I
X
I
™ 4
4 !
“ 3 4 o
F
i
o i
%
»
I
k 3 ¥ .
1 L 4
3 . ‘ |
-
i tF
L
* ¥



HIGH-powered backing
has paid off for office-
furniture manufacturer
Anglo Dutch,

The company, which has
been turned around since it
came under the wing of Kal-
lenbach Hendler — the year-
old jomnt venture of SA Brew-
éries and high-flying
Mathieson & Ashley — “will
beneftt from a R15-rillion
Investment n manuvfacturing
équipment, computer-aided
design (CAD) facilities and
large new premises

The benefiis of the new
equipment are already flow-
ng through, says M&A chair-
man Winky Ringo

Doubled

The construction of a
13500 square metre factory
al Aeroton will bring two
plants at Tulisa Park n Al-
berton under one roof

Production of 1000 desk
units a month should be doy-
bled, says Anglo Dutch man-
aging director Alan Green

%

—_— e
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By lan Smith

The board 1s also consider-
Ing buymg another site next
to the new factory for a head
office and showroom com-
plex, says Mr Ringo A deci-
sion should be made n the
next six weeks

The plant 1s eight kilo-
metres from Johannesburg

Integrated

Mr Green says the R4,5-
millton spent on equipment
and CAD 1s part of a strategy
fo harness advanced techno-
logy to1ncreage productivity
It will enable the company to
Increase 1ts penetration of
the SA market and play 1ts
part 1 export plans

High-speed automated
post-forming equipment 1s
the first of its type to be m-
stalled outside West Ger-
nany,

Anglo Dutch has commus-
Sioned a factory manufactur-
Ing resource planning (MRP)

'

and a CAD system at each of
1ts five branches

“We will have integrated
these systems by the time we
move mto the new factory
next year,” says Mr Green
“It will make push-button or-
dering possible from any of
our offices

“Once a layout has been
completed and accepted by
the customer, CAD wil] auto.-
matically interface with the
production planning system
o determine raw-matenal
availability and capacity
loading

“It will then produce a
firm delivery date, a quota-
tron and 1t will reproduce the
layout The benefits mn cost
savings, improved accuracy
and reduced turnaround are
enormous ”

Anglo Dutch has benefited
from management brought
In after the partnership with
SAB’s Afcol office-furniture
interests Production back-
logs have been eliminated,
de%nsvery times shaved and
orders have mereased
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In the firing line

Activities: Retaihng furmture, household ap-
phances and sports egupment

Control: Federale Volksbeleggmas has 75% of
the equity

Chairman: NJ Organ, managing director
C HM Jansen

Capital structure: 40,1m ords of 4c gach
Market capitalisation R30m

Share market: Price 75¢ Yields 13,3% on
dividend, 31,.3% on earnings, PE ratio, 3,2,
cover, 2.9 12-month high, 88c, low, 65c
Trading volume last quarter, 546 000 shares

Financial: Year to March 31
‘86 ‘87 ‘88 ‘89

Debt:

Short-term {Rm) 22 26,1 234 240
Debt equity ratio 0068 069 055 049
Shareholders interest 0,6* 8,38 0,33 0,34
Int & leasing cover 1,0 1.4 6,7 4,8
Dabt cover 0,9 03 075 073
Poarformance

‘86 ‘87 ‘88 ‘89
Return on cap {%} 76 94 134 151

Turnover (Rm) 84 116 1567 199
Pre-mnt profit (Rm} 5,1 93 17.2 22,2
Pre-int margin {%) 46 80 11,0 111
Taxed profit (Rm) 0,6 2.6 7.5 9,4
Earnings (c) 12,6 64 189 23,6
Dwidends (c) — —_ 8 10
Nat worth (c) 94 95 106 123

It seems almost sronic that a company which
provides one of the most informative sets of
accounts should be rated on a highly pessi-
mastic yield Ironic, but understandable —
Morkels 1s rght 1n the firing line of govern-
ment’s progressively austere economic mea-
sures

Chairman Neville Organ makes no bones
about the fact that the past year’s trading
and profit growth was achieved largely in the
earlier part of the peniod Profits were al-
ready begmmmng to look less rosy by the
second quarter and by the early part of the
current year had been hit by a further bout
of credit restnictions Turnover grew Dby

b
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27.3% last year against the previous 35,8%
and a far lower growth rate or even a dechine
1s hkely this year

Qales of audio and video equipment fell
though the Morkels chain itself increased 1ts
share of the national furmture market to
3.35% from the previous yeat's 3,21% De-
spite this, there are plans to extend the chain
with new Morkels and Totalsports expan-
sions By year’s end, the group as a whole
had regulated stock imbalances which arose
when austerity measures clipped consumer
demand In addition, the debtors’ book had
been tightened and the proportion of cash

sales increased Expanston should represent
no problems and does not seem out of line
even 1if trading conditions tighten

Taking the edge off the tighter market will
depend largely on the group’s ability to n-
crease market share Morkels had 3,335%
last year, while Totalsports Iifted 1ts share to
1,14% from 1% The latter chain’s market
share growth prospects seem the brighter of
the two, though any profit increase would be
from a comparatively low base

This year's earmings are almost certain to
fall, though Organ does not make that fore-
cast And presumably this will lead to a
dividend cut as dividends remain covered 2,3
times The share has little gomng for 1t at
present and the relatively pessimistic short-
term ratings seem fully justified Jim Jones
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Over the moon and

into the frying pan

THE iggest talkmg point of the
week seemed to be the Trade-
gro/Frasers/Rusfurn cautionary
amouncements

The Rusfurn shares started to
run on Tuesday (there was a
board meetmg on Monday) and
so the guys at the top obviously
reckoned that 1t was time for a
few cautionaries

There’s a lot of speculation
about what could be going on. At
this stage the odds are on some
sort of management buyout or a
leveraged buyout but it’s impos-
sible to get a useful comment
from any of the parties mvolved.

And as Myles very quickly
powmts out, there are a lot of good
reasons why it may not be an
MBO/LBO, chiefly that it would
be very difficult to see Tradegro
agreemg to sell off what 1s prob-
ably s biggest contributor to
bottomline profit. It s really in
Tradegro’s nature to be a buyer
of assets not a selfer.

In addition there’s the very bhig
matter of fundmng. Myles reckons
that you could be looking at a
couple of million rands — Trade-
gro will probably want a bit
more than net asset‘value This
wouldn’t be totally unreasonable
as the Sanlam guys did carry
Rusfurn through some pretty
tough years and have invested a
lot of management hours in the
group

But agamst all this is the fact
that Rusfurn has been Iinked to
MBO talk for a number of years
Myles can remember specula-
tion back in 1986 and 1t sort of
never died out completely And
on the very unscientific basis
that where there’s so much
smoke there’s usually some fire

who knows?

Anyway Myles’s money (meta-
phorically speaking of course) is
on some sort of sigmficant
change in the control sitnation at
Rusfurn

Another option 1s a possible
restructuring of Frasers (which
holds about 20 percent of Rus-
furn) with a view to delisting
Frasers and using the cash shell
to List Rusfurn subsidiary Dions

Anyway 1fs likely to be a week
§ at least before the details are
finahsed

Myles couldn’t get much gen

e Se——— -

on what was behind the Teljoy
cautionary but the market 1s gh-
viously expecting something rea-
sonably big and favourable —
the share has moved ahead quite
strongly and it 1s difficult to get
hold of stock. There may be
something on the go with Fed-
volks which recently acquired a
26 percent stake.

The much awaited announce-
ment from Elgro/Biveck is ex-
pected early next week. No
change of conirol — the deal is
expected to be valued at around
R100 million

Myles’ nerves seemed a bit
frayed during the week I attri-
buted it to lus recent hrush with
death but it was apparently
something far more serious.

His mum’s feehing a pit poorly ...
thinks 1ts the Taiwan-A flye.

Well it seems that there’s
nothing Iike a bit of flu to bring
out the Luddite 1n her, especially
when 1t sort of comcides with the
20th anniversary of the first
moonwalk and uh  small step
for man, grant leap for mankind

if I hear that again .. Mllions
spent getting to another environ-
ment that we can mess’'up and
people down here still dying of
fiu ‘

Myles did pomt out that we'd
probably never have heen able to
develop the non-stick frymg pan
without the space programme,
Billrons spent and all T get 15 a
non-stick frying pan!

On more mundane matters it
seems that the other party in-
volved m the Didata deal could
be ISM which may be looking to
take control at over 260c.

Also on the eleetromics front
there’s talk that Ohio snd CIG
are mvolved n discussions

Myles heard some talk that
First National Bank was plan-
ning to sell its inhouse video op-
eration to CNA-Gallo .. more
funds for more carpets?

Market Motors, a Western
Cape Toyota dealersﬂip is ru-
moured to be mvolved in nego-
tiations with Barlows The share
was a httle firmer this week de-
spite union problems at the
Toyota plant, !

But the Barlows guys were
emphatic: No substance whatso-
ever to those rumours,

e ——
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about furnj-

S to gain 25¢ to 115¢ on talk of g
management buyout at 120¢ g share
Rusfurn 1ssued a warning on Thurad%y The buyout wasg
e

Suggested a year ago at 100c, but was

nied by manage-

ment Rusfurn recently took over the furniture outlets of
Dashaus In the same group, Tradegro, Frascon and Frasers

n

on

1ssued warnings which
might relate to a restructur-
Ing should Rusfurnp depart.
Tradegro added 20c to 185¢
and Frascon 20c to 225¢, but
was offered at 300¢ Frasers
put on 15¢ to 675¢c
Homemakers picked uip
10c to 80c after the acquisi-
tion of Edworks businesses
Interboard regained in-
vestors’ favour with a rise of
15¢ to 80c The shares
dropped to 48c last month on
negative publicity
Teljoy added a quarter to
hit a high of 300c on big vol-
ume after a warning notice
Punch Line recovered alc
to 140c after weakemng on
bad results Danech group
shares also rallied Danech
went from 27c to 40c, Dicor
from 14e to 20c ang Dan-Glo
from 15¢ to 20¢

CLAWED

Untraded since June,
National Trading jumped
bie to 275¢ op good results,

Food shares provided sys.
tenance Cadswep added
100c to R15, Fedfood peaked
at 970¢, I&J put on 100c to
2 450c, Kanhym firmed 25¢
to 380c¢, Premter Group
chmbed 100¢ to R49 and Ti-
ger Oats clawed 1ts way toa
high of 2 540c after touching
R26

Haggie hardened 2500 to
R26 after results which
pleased the market

Motor shares took off
Combined Motor Holdings
firmed i5c to 140c, Market
Motors put on 10c to 130c,
McCarthy picked up 75c to
1450c and Vaaltrucar 5¢ to
60¢

Multisource made 3 67¢c
redemption of capital and
the share price adjusted ac-
cordingly It came downg
from 175¢ to 105¢

Every share in the proper-
ty trust sector was stronger

But, for many punters,
gold remained 1n treacher.
ous territory and the mood
on the JSE was one of profit-
taking at the end of the
week

Gold shares ran up to silly
levels, given the fundamen-
tals The rand took a hiding
on Friday, falling to 272¢ as
the dollar clhimbed Gold
farled to hve up to SA hopes,
and doubts must have crept

Ru
rise

into the minds of investors
who had pushed golds too
high

Kloof shed S0c to 3 585¢,
Harties eased 175¢ to 2 7750
and Joel 35¢ to 925¢, closing
at 950c Randfontein was up
R7 at R233

Anglo American, Gold
Fields of SA and Johnnies
were all down, but Gencor
edged up to R95 De Beers
firmed 50c to 6 090¢ ahead of
results due in a few days.

DOUBLED

First cumlpany on the Ven-
ture Capital Market Teefin
was listed after an offer of
shares at 25c each. The
shares traded between 28¢
and 35c, where they clgsed

On the Development Cap-
ttal Market Supertrans douy-

bled to 50c There must be |

Something going on because
the share does not deserve
such a rating on historic con.
Siderations

Long-bond yields came
down as foreigners reags-
sessed the relative merits of
SA gilts Foreign investors
can earn a mgh rate of inter-
est if they buy SA giits,
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ied o eeover ey 1R OIT1ANO St1ll W@S g growing pains

since listing 1n 187
The group, wim Ich manufactures tubular and

garden furniture, ==ssecurity gates and hght fittings,
has ineurred a bo#=tom-line loss despite predicting
satisfactory earni a1 gs growth at the halfway stage

Turnover grow ¥h of 28% achieved 1n the first
half of the year s® «owed to an increase of only 9%
— R10,5m — 1in ttx <« second half, and a net operat-
ing loss of R156 O»€00 has been recorded

Directors have  attributed the drop 1n sales to
measures introduwa—ed to curb consumer spending,
especially that orm  furmture items

This slowdown. with the comeomitant hike 1n
the rate of interes & costs, saw taxation of R246 000
whittle net pre-ta == loss of R530 000 to a net taxed
loss of R284 000 I»«efore extraordinary items

&
SYLVIA DU PLESSIS :

An extraordinary item of R68 (00 translated
mto a final loss of R216 000, compared with the
R507 000 pro forma profit recorded 1n the previous
year

Loss attributable to shareholders of R229 000 1s
down substantially from 1988’s R494 000 profit
Losses a share before the extraordinary item total
a M_EEE 2,3¢ (eps 4¢), and after this 1tem 1,3¢ (eps
4c

Net asset value a share 1s down 2,7¢ to 23,3¢, and
1n view of the poor results, no dividend has been
declared 1n respect of the current financial year
The company’s bonus share scheme will be re-

sumed once 1ifs profitablity has been restored

Commenting on prospects, directors said they
did not expect any relaxation 1in fiscal measures
which were “necessary to induce the demand and
resfore the confidence of the consumer”

“Consequently, we intend to focus on reducing
overheads and streamhmng production planmng
as far as possible so0 as to improve our operating
margins and thus return to a position of profita-
bility,” they sawd

“We thus anticipate an overall improvement
and forecast a modest profit for the year ending
June 30, 1990~

Romane’s shares closed untraded at 11c yester-
day on a bid for 10c, which was also the yearly low
recorded on August 23

ot e ]
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GOVERNMENT's

Picardi Appliances’ (P1-

d lash
er spending has slashed 0, \.M (9

1 d divi-
caphy earnngs and divi. - P13 11

year to June

The Cape Town-based investment hold-
ing company has posted a drop in unappro-
priated earnings to R3.4m from R9,9m

This was produced on undisclesed turn-
over which mcreased 114% compared
with the 169% hike reported In the pre-
vious financial year

A heftier 1nterest hill of R2om
(R11,8m) trimmed income before taxation
to R10,7m — less than half 19 £8's R22,6m.

Decline

A final dividend of 7,5¢ (15¢) a share has
been declared on bottom-line attributable
earnings of R4,8m (R11,5m)

Chairman Jan Pickard said import sur-
charges, restrictive measures on HP fi-
nancing and higher interest rates were to
blame for the sharp decline 1n the groups
performance over the past year

“These measures, amongst others, im-
pacted negatively on group stockholding
due to the six months lag time on imported
goods,” he said

“In order to reduce stockholding m the
second half of the year, margin reductions

A%

clampdown on consum- Ear nings SlaSh / fo
| (88
P

pliance
s oumEsss |

were mtroduced to generate the required
volume reduction”

This had a negative 1mpact on profita-
bility, he sad

However, demand for the group’s re-
frigeration products — white goods — con-
tinued to elimb, with the manufacturing
division operating at full capacity
Commenting on prospects, Pickard sad

, it was expected that
i consumer demand
g for semi-durables
- %58 would remain de-
9 pressed in the cur-
s8 rent financial year
2 Increased man-
B agement focus on
' B working capital and
Ripu it ¢ xpense control,
(2 TR group’'s manage-
MRS ment information
systems, would pro-
vide a solid founda-
tion for improvement in the future
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HighWE:’lterLst bill

hits Prestige at
at halfway-mark

SYLVIA DU PLESSIS

PRESTIGE’S current financial year
would he one of consolidation following
moves to make the group trimmer and
leaner, MD Angus Snowden said yester-

day

The Umdev-controlled manufacturer
and distributor of consumer durables has
posted a sad set of results it the six
months to June

While 1t has reported a 56% hike 1n
operating profit to Ri,d4m (R927 400), a
higher interest bill has whittled attribut-
able profit to R519 000 from the previous
81X months’ R543 060

No provision has been made for tax-
ation as the trading company has an as-
sessed loss

Earnings a share have been mamtamed
at 1,8c, but net asset value per-sha S
risen to 58,8¢c from 534c

Reorganisatio

Snowden said finance costs were higher
at R926 000 (R384 000), but the closure of
the kitchen umt division, coupled with im-
proved asset management, had reduced
short term borrowings by 30%

Major reorgamsation of the Xrost
operation, which manufactures galvan-
1sed products and pots and pans for the
budget end of the market, had put Pres-
tige’s manufacturing and trading divisions
on “a sound footing”

Management had implemented tight in-
ternal controls to cut costs and labour was
being better utihsed Inaddition, stock had
been reduced, debtor turnaround time 1m-
proved and the group was now “trimmer
and leaner”

“And historically, Prestige’s business 1s
seasonal and turnover n the second half of
the financial year represents a major por-
tlmé of the annual turnover,” Showden
sal

He added that the group would relocate
1ts Transvaal-based manufacturing oper-
ations from Heriotdale to Ekandustria
Kwandabele, a decentralisation area, in
December

The move was expected to have a fa-
vourable effect on ifs 1990 performance

_M




Acquisition
a boost for

Sam Steele
NEIL YORKE SMiTH

SUPREME Industrial Holdings (Stipreme)
announced yesterday it had acqured fur-
niture manufacturer Victoria Lewis and
merged Vic Lewis’s manufacturing inter-
ests with those of Sam Steel company
Steel and Barnett

Supreme 1s the listed subsidary of
Supreme Bond, which acquired Sam Steele
in a R39m deal in July

Vic Lewrs 1s to 1ssue 60-million new
shares {0 Supreme at 33c each Inreturn it
will receive the assets of Mewa Manufac-
turing and Insulated strucfures These are
virtually debt free and will substantiall
reduce the gearing of Vie Lewis, accnrl
1ng to Supreme chairman Edward Ron-

beck & Doy f'"f'f‘[ll&"“"l
RHonbeck said the deal would substan-

tially reduce Sam Steele’s borrowings and
interest burden

He said Sam Steele was to concentrate
on furniture retailing Through Protea
Stores the company has 78 retail outlets
selling mainly to the lower end of the
market

Ronbeck added Sam Steele would be
operating from a much firmer base as
gearing had been substantially reduced
He said Sam Steele could further reduce
gearing by selling the Steel and Barnett
property at Steeledale This currently has
a book value of R9,6m

Ronbeck said the deal would increase
Supreme’s NAV by 25¢

il ™
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ng and insulated
p with viclewss. Th a
Mewa,” he says

o Victoria Lewis
1 still subject 10 nareholder appruval, “Supreme
mvotves Supte Industrial B \dings @ Spred of activities ihat encompasses
wa Manufactur- furtnture manufacturmg a5 well as 1€
qn an i oration through nsulated Structures,
stamnless steel fabrication {through
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NEIL YORKE SMITH

0ZZ chairman Gary Zulberg has de-
nied rumours that the company sold
its Victoria Lewls (Vie Lewis) hold-
ingf.l to help finapce an Ozz-Lucem
deal,

Zulberg said the Vie Lewis transac-
tion was independent of negotiations
Oz2z was having with Lucem and had
simply made good business sense to

Ozz.

He said Ozz agreed to sell its 24%
Vie Lewis holding to Supreme Indus-
strial Holdings (Supreme) for 33c a
share, conditional of minorities re-
ceiving the same offer. '

However, Zulberg confirmed the
Ozz-Lucem negotiations involved de-
cisions concerning variouns “financial
permutations”.

But he stressed these did not in-
volve Vie Lewis., The companies
wonld decide on the arrangementl
most beneficial to all parties

LAPN :
AN Intricate 1% )\

Reacting to analyst sce on- |
cerning Ozz's Bruma Lake Fisher-
man's Village investment, Zulberg
sald the project had heen largely self-
fingnelng from the beginning. \

Fisherman’s Village is a joint ven-
ture hetween Ozz (40%), Lucem (20%)
and the Krok brothers (40%) '

He detailed an intricate deal in
which the consortizm had effectively
financed the entire project in a single
back-to-back deal with Anglo Ameri-
can “We got the land and onsold the
project to Anglo for R32m conditional
of our developing it,” said Zulberg

Zulberg said the gronp would also
end up with substantial land hkoldings
which would either be developed or
sold. “We also expect net income of
R200 000 a month from the Fisher-
man's Village project,” he said,

Ozz, which last year earned R4,9m
(including extraordinary items) on
turnover of R8,7m, is believed to be
acquiring the much larger Lucem.

The debt to equity ratios of Ozz and
Lucem are 19,5% and 13% respec-
tively

Given these low debt levels and
both companies’ strong asset bases
analysts say a Lucem-Ozz deal would
make sense

Both companies’ shares have been
suspended on the JSE since Angust 16.
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By Ann Crotty
Speculation 1s that Rusfurn 1s
the party behind Finansbank’s
acquisifion of control of Furni-
ture Fair Group (Furngro) 1n a
deal that was effected through
the JSE yesterday at 180c a
share

Some 17 million shares
changed hands 1n a transaction
valued at R30,6 mllion — one of
the largest single deals seen on
the JSE 1n recent times

An offer of 180c a share has
been extended to Furngro’s min-
orifies

The transaction marks one of
the few cccasions 1n which the
market was used to effect a
change of control 1n a listed
company

Frankel Kruger did the buy-
ing leg and Davis, Borkum,
Hare the selling side

Furngro’s major asset 18 its
66,8 percent stake in Furniture
Fair {Furnfair)

As the deal means there has
been a change of control 1n
Furnfair, an offer (also of 180c)

thmb\:.: D

uyer inF

has heen extended to Furniawr
minorities

Furngro’s controlling share-
holders, the Hammerschlags,
who head the management
team, will be staying on, at least
until December and have signed
a three-year restraint of trade
agreement

Although no announcement
was forthcoming from Finans-
bank yesterday, an analyst spe-
culated that the team currently
putting together the Rusfurn le-
veraged management buyout
(MBQO) might be behind Finans-
bank and that the plan was to
slot Furnfair into Rusfurn when
the Rusfurn MBO was eifected

If the Rusfurn management
team is behind the deal, it would
seem to 1ndicate 1t 15 confident
of success 1 1ts bid to buy con-
trol of Rusfurn from Tradegro
(An announcement on this front
18 expected within the next week
Or S0)

Whatever the operational
sense that a tie-up between Rus-
furn and Furngro would make,

Sten
urngro

N.@,J_ma_ .

1t 15 significant that according to
the 1988 annual report, one of
Furngro’s major investments 1s
R13,5 mullion worth of Rusfurn
redeemable cumulative prefer-
ence shares (0of which R2 million
worth are class A and R11,5 mil-
lron worth are class B)

Reason for this investment 1s
to balance out dividends pay-
able on Furngro’s own pref
share capital

This means that for an outlay
of about R37 miliion — 1if all the
minorifies accept that offer —
Rusfurn 1s picking up a major
player in the Western Cape fur-
niture market and getting con-
trol of R13,5 million of its own
prefs

On the operational side, Furn-
gro’s operations — the bulk of
which are credit-based — would
fit 1n with Rusfurn’s Wanda-
Frasers division

Wanda-Frasers 1s a major
player 1n the black retail mar-
ket and, like Furngro, most of
its sales are on credit

During the 12 months to end-

~

ﬂ@ﬁm A

June, Wanda-Frasers played a
large part in Rusfurn’s strong

performance, reflecting the fact |

that this end of the market 1s
not very sensitive to the Gov-
ernment’s efforts to curb con-
sumer spending

The heavy finance charge
built 1nto credit sales also
makes this end of the market at-
tractive since 1t means signifi-
cantly higher margins

On the negative side there’s
the exposure to bad debt and the
need to get funding for the debt-
ors’ book Rusfurn 1s estimated
to have a debtors’ book of about

R500 million.

An additional attraction of
Furnfair 1s that despite 1ts cred-
1t sales, 1t has a positive cash
fiow

If Rusfurn i1s behind yester-
day’s deal, the management
team 1s faced with the task of
raising an extra R37 mullion —
on top of the estimated
R220 million — to move out of
the Tradegro stable

el

—

—_——_——_— — —_—— e —_—t —_——_—— — — e — . —_ — —



(zood
for

sky

GRANT Andrews
Holdings managing di-
rector Mike Edwards
welcomes the sight of
construction cranes on
the skyline as much as
a highveld farmer wel-
comes storm clouds.

He knows that new office
towers and corporate head-
quarters will fill the order
books of the companies 1n the
office manufacturing, distri-
bution and retailing group

Results for the year to
June 30 prove that 1t has been
a good year for the mdustry,

Bx lan Smith

and all the signs point to a
better current year

“We got off to a good start
with record sales 1n August,”
says Mr Edwards

Grant Andrews, listed
shortly after the 1987 crash,
improved its attributable m-
come by 31% from R2,9-mil-
lion to nearly R3,9-million
Turnover rose by 44% to
R47,7-million Tax charges
increased after assessed
losses were virtually wiped

out
Earnings have nereased

from 203¢ a share to 24,6c,
and the dividend has been 1n-
creased to 8,5c from last

vear’s annualised 8.2¢
Last year’s budgeting was

close to the final results and
he 1s confident of simlar ex-
pansion this year

Production constraints
which Imited market pene-
tration last year have eased
with new factories coming
11to operation, and the group
1s looking at one more acqui-
sition

“It would enable us to ded:-
cate one factory to manufac-
ture for export markets,
which are promising,” says
Mr Edwards

—

Qewzs i@he
“GA“Hold

One of the manufacturing
companies has been given the
SABS 0157 listing and other
compantes will move to-
wards this target this year

“The quality-assurance
programme has had a dra-
matic effect on quality and
productivity,” says Mr Ed-
wards

The group’s attention to
basics 1s paymg off in the
profit on sales measure,
which moved up from 14,6%
to 14,8% n the past year

Grant Andrews Office Fur-
niture Contracts began the
current year with a record
R4-mllion order book The
Office Furmture Hypermar-
ket, which started from
scratch, has done well and
branches m Witbank and
Durban will give 1t a national

| presence

The three major manufac-
turers 1n the office furmiture
market will be bhidding
hercely for contracts from
Iurst National’s Bank City
project in Johannesburg Mr
Edwards 1s confident Grant
Andrews will get 1ts share

“There are many other big

new projects there — look at
the cranes on the horizon We
see no sign of any downturn ™
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Grant Andr;ws
showing sturdy

t n

| profit growth
\ SYLVIA DU PLESSIS \S
()ffmf.-.i furmture group Grant An-
drews:Holdings posted a sturdy set of
result$ for the year to June following
a repeat of the growth in both sales
and profits 1t achie;?d at the mtierum
stage. /o \0et) 2519 | %% .

In lme with directors’ forecasts,
earnings were up 10 94.6c a share
from 20,3c, and the dyvidend had ym-
proved to 8,5¢ from the previous
year's annuahsed 8,2¢c

This had been produced on sales
which rose by 44% to RA47,7m (R33,1m)
and ‘operatmg income which m-
creased 10 R6,9m from R4,8m

After an interest bill of R358 000
(R261:000) pre-tax income was higher
at R6,5m (R4,5m)

Tax charges, which surged from |
R1,6m {6 R2,5m, resulted m taxed -
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MD Nike Edwards and I:I'IHII'H
Grant Andrews -'

come of R4m (R3m) and attributable §
mcome mgher at R3.8m (R2,9m) '
Chairman Grapt Apdrews and MD ]
Mike Edwards said in 2 statement §
that over the past five years results 3
had indicated an average mcrease in §
turnover of 33%. -;
They added that the 44% increase1n |
sales 10 the period under review was §
encouraging, particularly in View of
the current economic situation -
“Our growth was generated entire-
ly within the company. Major contri- }
butions were made by excellent per- 3
formances from our retall outlets, §
which allowed manufacturing Oper’ g
ations to work at hgh efficiency, |

This growth {rend was expected to |
contmue in 1930, wgth budgets Ifu; all |
group companies siov marked ex- |
pansion &JSJM zﬁﬁ\ 4 -

They said an aequisifion was bhemg
conéidered which would provide the §
“mecessary capacities” o cater for §
the export turnover. .

The introduction of the SABS 0157 |
quality assurance system jnto all the §
group’s manufacturing facilities, o
be completed by June next year, |
would have a “dramatic” impact on
productivity jevels, they said. |

Companies i the group include
Grant Andrews Office Furniture, The |
Office Furniture Hypermarket, Seat- :
ing and Contract Seating. -

—_—




Rusfurn

410

buy Tradegr!

RUSFURN senior management, 1D two |
deals totaling R264m, has led a R232m l SYLVIA DU PLESSIS !

| bu ’ '
yout of ihe Tradegro groups mterest 1n )
the furmture firm and has acquired mvest- ﬂ;st?‘f; %gﬂa‘:;h mn dividends for the follow

ment holding company Furngro for R32m The deal has been structured to kee

G,'Ehﬁ, 33g'St“fE E"%“P Jncéudes Russells, control in management’s hands no smglg

iddy’s, Dion and Wanczs rasers shareholder may Oown more than a 10%-
The buyout, effective from July 1 and 129, stake at the outset

pringing to an end 54 days of infense nego-  The wndependent Rusfurn has also ac- -

tiation, has stripped R66,8m out of Trade-

10m, quired from Fimansbank, Furngro, the pyr-

%395 pre-tz}cx Ijr“fét of R179m, posted m the  anud holding company of Furnfair, by buy- .

Thgea:m: une. - Tradegro's 98.2-mil- g 17,8-milhon shares at 180c each This

Lon e -—?raapres enting a 60% ake I deal 15 bemg satisfied by the 1SSuC of re-
deemable preference shares )

Rusfurn — and Frasers' 33,8-mullion shares
* ; The group has asked for the hifting of the
(20%) was 140c a shar€ i1 cash Rusfurn’s guspension, which stood at 130c prior to the

pre-suspension price was 130c ,
The deal was concluded through holding announcement, With effect from today.

cornpany Rusfurn Investments (Pty)and a

consortm comprising Finansbank, stock- B THE RUS]_:'URN GROUP

brokers Frankel Kruger and the Trust-

. Bank, which has provided the bridging
finance E’.&qﬁ"@ Share price,daily close(cents) ’Lf—
Rusfurn CE Geofi Austin and s man- | \‘ i |
agement will ynmediately acquire 10% of | K

the Rusfurn equity for R23m The balance E”]U ,
15 being placed among ynstitutional mnves-

tors at 140c a share, which 1s also being
offered to minorties ‘[33{1 /'\f’\f’/ '
A perfurmance—hnked share participa- |""

tion scheme will enable management t0 L‘?ﬂ ll ( i

inerease 1ts stake by 15% over three years
on existing share capital, subject to Rus-
furn declarmg a minmuin dividend of 16¢
a share at the year-end, and an mnflation

mp—— _—_——-—-———_ pr—
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By Ann Crotty

In 2 move that seems set to have
major ramifications for the in-
vesiment community, a consor-
tium led by Rusfurn management
has bought control of Rusfurn
from Tradegro for R232 million —
€quvalent to 140c a share,

The 140¢ a share represents a
prospecuve P/E ratng of 25
lumes on the 55c-a-share earnings
forecast for the 12 months to June
1990 A dividend of 16c is alsoe
forecast, ’

The senior management team,
lead by chief executive Geoff Ays.
bin, 1s putting 1 R23 mullion to ac-
quire 10 percent of Rusfurn, which
controls Arrow, Dion, Giddy’s, Ru-
dicks, Russelis and, Wanda-
Frasers

The balance of the R232mil-
Lion will be put n by various inst-
tutions, pension funds and mmnori-
fles

Imtially, no single shareholder
will have more than a 10-19 per-
cent mnterest, meaning control wiil
not rest 1n the hands of any one

This represents g signficant

i change from the previous control
i Situation where Tradegro had 60

Percent and Tradegro subsidiary,

3
rﬁﬁ\f A

ﬁ_ ol
Duys control f{r

Frasers, held 20 percent.
A splhit from its parent had been

™ on the cards for some time. It re-

flects the confhict between Rus.
furn’s growth ambitions and Tra-
degro’s reluctance to see its expo-
Sure {o household durables in-
Crease any further — particularly
in view of the attendant pressure
It puts on Tradegro’s balance

. Sheet,

The deal will change the earn-
ings profile of Tradegro. In finan.
cial 1989, Rusfurn contributed 36
percent of pre-tax profit — ths
m_mﬁmsﬂmmm contribution is much

gher at earnings level becayse
Rusfurn currently pays no tax. It
Sxpects to enjoy a complete tax
holiday for another four years

In the 1989 year Rusfurp earned

36,3¢ a share. It 1s difficy]t fo see ’

how Tradegro will earn much
more than 20c on the 140c a share
it will receive from the sale of
Rusfurn

The opportunity lost by not par-
ticipating in the forecast 55¢ a
share earmngs in finaneial 1999
will be even harder for Tradegro
shareholders to bear.

The significance of the deal is

not only 1its size, but the fact that

H1afnago

It has resulted 1n a breakaway
from a major reta) conglomerate
— Tradegro — which in turn 1s
part of the Sanlam group,
Rusfurn 1s a major player in
furmture and household durables
—— & sector that is 1s currently far
from being a firm favourite with
institutional nvestors The large
debtors’ book — well over
R500million — muyst also have
been of some concern to the -

vestment community

That the management buyout
(MBO) succeeded m the face of
these potential hurdles (ncluding
fairly tight time constraints) sug-
gests that Rusfurn was able fo
present an attractive investment
package to potential institutional
mnvestors

It also highlights the quality of
the professional advice manage-
ment  received from brokers
Frankel Kruger Vinderme and
merchant bankers Finansbank.

Mr Austin says. “We found Fun.
ansbank to be mmmensely re-
sourceful and imaginative 1 its

Support, while Sidney Franke]

‘was of invalpable help in put-

ting the deal together ”

came In with bridging finance, en- |
abling the management team to
offer Tradegro an unconditional
and guaranteed deal

The deal includes the acquisi-
tion of Furngro from Finansbhank
(which acquired it just ten days
ago) for R40 milhon, Furngro 1s
expected to contribute 5¢ fo the
99C earnings forecast for financial
1990

Furngro will be paid for by the
1ssue of preference shares mm a
Rusfurn subsidiary, thereby maxi-
musing the tax efficiency of the
payment.

Three major selling pomnts for
the management team were that
Rusfurn's interests are widely
spread 1n terms of market seg-
ment and geographic location,
some 40 percent of sales are cash,
and management 1s putting in |
R23 milion,

This last pont should certainly
focus the munds of the executive
team and lead to tighter manage-
ment of assets,

To the extent that it does, the
MBO will have succeeded in un-
locking : good earnings growth
from a changed ownership profile
and will set others a fine exam-

Towards the end, TrustBank ple. - .w
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B SA Sales: Office and study .
& furniture

Computers revolutionised offices

almost overmght, but employers and

furniture manufacturers are only now

catching up and planning appropriate

environments for both thejr employees
and their hi-tech equipment. LYNN
CARLISLE examines the impact of new
technology on traditional planning and
looks at some of the factors which
affect the design of office furni ture.
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THE SA office furniture
industry, with annual
turnover of between
R400m-R600m, 1s likely
to grow more rapidly
than the general eco-
nomy, accordmg to in-

dustry leaders.

Spurred by high 1mport
charges, sanctions and a
low rand, manufacturers
are becomng more mnova-
tive and independent of 1m-
ported imput, says Cecil
Nurse Busminess Furnmture
MD Les Fuller

Strong future growth is
likely because office furni-
ture 1s linked to hi-tech 1n-
formation technology
where developments have
proved an ongoing hoon
worldwide

Some go so far as regard-
10g office furmture as part

of th mation techno-

logy industry, with furm-
ture designs ultimately dic-
tated to by hi-tech
equipment developments

Dashing MD Alec Rubin-
stein says computerisation,
with 1ts concomitant need
for wire management, has
led to a new generation of
furniture

Compamies are also be-
coming more space utilisa-
tion conscious, which has
led to designs, including fil-
Ing systems, that are more
space effective

Increased awareness of
the importance of corpor-
ate 1mage has led to furni-
ture standardisation by
major institutions

Also, the number of white
coliar jobs 15 Increasing at
a faster rate than the gen-
eral growth of the eco-
nomy

These factors have

speeded up the replace-
ment cycle of the market,
says Hubmstein This has
caused an upsurge 1n sales
this year and mn 1988 (see
graph)

Anglo Dutch MD Alan
Green believes the main
challenge to manufacturers
1s to create more work area
without taking up addition-
al floor space

“Computerisation, with
its increasing number of
peripherals, has resulted 1n
a need for more work area
This means workstations
with second or third tiers
for storage and changes to
improve cabling for hi-tech
equipment

Faced with space price
escalations and having to
adapt to older buildings,
businesses will demand
quality furmture to opt:-
mise the work area

Manufacturers will not
only have to cope with
these 1ssues but aiso meet
corporate buyer require-
ments 1f they are to sur-
vive, Green says

Fuller says although the
local market is going
through a Stimulating
period, maintaining a
strong future will require
certain conditions

The future of local office
furmture manufacture 1s 1n
the hands of too few suppli-
ers of raw materals, which
can affect prices

There 1s only one steel
supplier, two chipboard
manufacturers, two major
timber suppliers and two
manufacturers of epoxy
resins

SA 1s an advanced Third
World market, whereas all
the overseas manufactur-

erS are supplying sophisti-
cated First World markets

This, together with sanc-
tions, 1mport surcharges
and the devaluation of the
rand, means mportation
and even manufacturing
here under licence 1s proh-
bitive

As a result, local industry
has had to become more 1n-
novative and design furm-
ture that meets the require-
ments of local climatic
conditions and usage

“In my view,” says
Fuller, “we have no need to
import technology m our
industry

“We have the local! ex-
pertise and capability and
if we mamtain a high level
of customer service and
avallabihty, together with
productivity in all sectors,
we have a strong future ”




THE year to June was the most momen-
tous in the history of Furmiturs Fair (Furn-
fair), chairman Ronme Stemn said 1n the
group’s annual report released yesterday

This year could be even more momen-
tous as a result of yesterday’s announce-
ment that Rusfurn had bought the control-
ling interest 1 the company!

This said that the acquisition was part
of Rusfurn’s “objective of the acquisition
of companies with a strong market share
W clearly defined market meches’ . s/
ol

Conversion't

Rusfurn financial director Mervyn
Gerszt said 1n an interview yesterday the
future of Furnfair was “exciting” and
Some reorgamsation was planned

“In the western Cape we now own Ar-
row, Furmture Fair, Harmony, Montays,
Giddys, Russells and Dion There are s1g-
nificant synergistic benefits between the
companies and we plan to more than
double the size of the Furmture Fajr
cham”

He said the reorgamsation could include
the converston of the metropolitan area
Arrow stores mto the Furniture Farr

4 .

group because the directors felt Arrow
was better placed as a rural chaig

In the Furnfair/Furngro annual report,
Stem pointed out that n the course of a
year the company had grown from a small
retail cham to one of the country’s largest
Independent retailers of furmiture and
household appliances

“At the end of the financial year to June
1988, the group had a total of five stores
under its control Twelve months Iater,
this figure had risen nearly fivefold to a
total of 24,” Stein said

In the course of the past year the group
acquired the seven stores 1n the Montana
chain and the sevepn Harmony stores

He said four new stores opened under
the Furmiture Fair and Montana banners
ang the first outlet i a charm of specialist
video and television shops was opened

Stemn pointed out that turnover rose by
1747% to R72m (R"6,2m) and attributable
profits by 186% to R13m (R4,5m)

He said the bottom line performance
was remarkable, especially in view of the
year's adverse trading conditions
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HIGHER productivity, tighter control
over working capital and an improved
debtors book boosted furmiure retailer El-
lerine’s operating margins for the year to
August to 15,6% from 10,8%

Although the 15,7% 1ncrease in sales to
R389,5m (R336,7m) just kept pace wath in-
flation, operating profit jumped 66% to
R60,7m against R365m 1n the previous
year Earnings showed an even better gain
of 79,8% to 512,9¢ (285,3¢) a share and a
dividend of 166c (89¢c) a share was de-
clared

Ellerines 1s 60,2% held by Malbak

Nevertheless the share plummeted
from R14 1n March to R11 in April when
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CHARLOTTE MATHEWS

interim results to February showed a fail
In earnings {o 174c from 203c a share

In the last six months the group has con-
centrated on improving the quality of its
debtors book. This has stimulated cash
flow and reduced debt liabilities

One of the most remarkable features of
Ellerine’s income statement 1s the fall in
fmancing costs to R540 000 from R2,3m
last year when other businesses have
shown the effects of higher interest rates

This gives the group an interest cover of
112 times against 15,7 times for the 1988
financial year No gearing figure was
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available On the halance sheet current li-
abilities have dropped to R76,6m (R92,7m)

According to the directors, “cash collec-
tions, following the difficulties exper-
1enced by the group during the 1987 and
1988 fiscal periods, were excellent and re-
sulted 1n a recovery of the mcreased level
of provisions emanating from the weaker
debtors book during those periods”

In September a cautionary notice was
released by Ellerines and Barneits togeth-
er warning that negotiations were taking
place between the two compames but
these were terminated a few days later

Director Eric Ellerine has admitted the
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group 1s very interested in making an ac-
qusition 1n the retaihing sector although
not necessarily in furniture

“The group 1s 1n a healthy state at the
moment We have done a complete clean

up 1n the company,” he saxd

At yesterday’s price of R13 the share 18
very undervalued in relation to its net
asset value of R23,02 on the latest balance
sheet At R13 1t has a historical dividend
yield of 7,1% and a p e of 4 compared to
the furmture sector averages of 6,8% and
3,4 times respectively On the latest divi-
dend the share has a dividend yield of
12,8% and an earmngs yield of 39,5% A

_
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MATHIESON & Ashley,
Winky Ringo’s fast mov-
ng nfﬁce furniture and
equpment company and
Vestacor, 1ts pyramid, are
to sub-divide their shares,

cne-mto-four.

The shares have been one
of the best performers on the
JSE, rocketing from Ré6 {o
R16 in the past two years
Theoretically, once they are
four times more numerous,
the shares should fall to just
above 400c odd The move 18
to 1mprove marketability,
says Mr Ringo

“The share price 15 R16
now Not long ago 1t was R4
Perhaps some long-time
holders would like to take
some profits on part of their
heldings A number of institu-
tions have been {rying to pick
up reasonable limes of stock
f n vain We hope this will
make the shares that much
more obtamnable ”

QOutstanding results re-
cently, plus speculation that
a deal is near with the Krok
brothers’ lListed furniture
maker, Furntech or its sub-
sichary, Cecil Nurse have
made the shares popular

Mr Ringo admits there are
storm clouds over the eco-
nomy and the office furmture
industry New office con-
struction appears to have
peaked and blood has been
shed copiously 1n the comput-
[ er busmness, which ig fairly
§ closely related to office fur-
mture

Mr Ringo also acknowl-
edges aggressive competl-

| tors eager to repeat M&A

=

moving )

g David Carte

and Dashing’s lucrative ex-
ploits — but he 1s stiil sub-
limely confident

“Our sales were about
R100-mullion last year mn a
total market of Ro50-million
That means we are dominant
players We are also right at
the top of the market

Modern

“We have invested in first
class people, computer-aided
design and modern techno-
logy 1n our factories to put
ourselves out of reach of
competitors While there are
some aggressive and highly
competent newcomers, a
number of big players, such
as Kallenbachk, Hendlers,
GKN and Duncan Baine,
have either disappeared or
been abhsorbed into other
companies

“The economy has been

cooling since the third guar-
ter of last year and yet our
order bnnk has never been
better First National, Old
Mutual and other mstltutmns
have thousands of square
metres of new office space

“Ango Dutch has forward
orders of R14-million, Dash-
ing R8-miilion and Offex R3-
million We have been so
busy repairing Anglo Dutch
that we have neglected Math-
1eson & Ashley, our office
products arm We want M&A
to contribute half of group
sales from things such as sta-
tionery, communications
equipment, fax machines, op-
tical character readers etc

“Depending on whether we
pull off certain acqwsitions, 1
think we can continue to
grow earnings healthily 1n
spite of everything Dashing

grew consistently, regardless
of economic cycles, for 20

years We are not despondent
about a cooler economy We

WINKY RINGO ..
still confident

think 1t could bring opportu-
nifies

“We used to import a lot of
high-tech furniture No long-
er The only imports are bits
and pieces, plus some designs
on which we pay royalties
But self-designed products
account for the bulk of sales
today and we are m a posi-
tion to export quite profit-
ably ”

In the results published
two weeks ago (earnings up
102%) M&A achieved pre-n-
terest margins of 16% Stock
amd debtors came down in

_ relation to turnover, reflect-

Ing tighter asset manage-
ment Thanks to Anglo Dutch,
tax was neghigible Mr Ringo
says there will be hittle tax
again this year but the rate
will go back to 35%

At the year end, there was
R10-million of cash 1n the
bank Stocks and debiors
have been squeezed further
and now there 1s R14-million
of cash, earmng 18%

If there are storms ahead,
Math Ash and 1ts pyramid
seem to be built on rock




MERCHANT banking 1n SA took
on a totally new guse with the
breakthrough R232m financing of
the management buv-in (MBI) of
Rusfurn, which retails consumer
durables At one stage, Finans-
bank and Trust Bank were 100%
at risk on R259m of shares If the
MBI had not been consummated,
hoth banks would have ended up
owning retailers

And nmne members of the Rusfurn
executive team that manages Rus-
sells Dion, Wanda Frasers, Arrow
and Rudicks had to raise R23m to
complete their part of the deal Says
Rusfurn MD Geoff Austuin “] hocked
evervthing 1ncluding my wife, my
dogs and my unborn children ”

Finansbank’s Willy Ross says the
Rusfurn deal was nol 2 management
buvout {(MBQ) "It was a management
buy-1n (MBI), the first in SA The dif-
ference 1s that 1n an MBI manage-
ment buvs 1nto the equity without
there being a change in the underiy-

ing structure

Another difference 1s that an MBO
normally means that manapement
geis effective control In the Rusfurn
MBI managemeni ended up with
10% of the equity, with an option to
acquire another 15% — that, fully di-

NEWS FOCUS

usfurn buy-in changes the face of corporate finance

luted, would mean 21%

The saga started when Austin was
given a 54-dav option to buy Rusfurn,
effectively 80% held by Tradegro
Tradegro was not too happy with
what was happening at Rusturn, if
only for reasons that it had not fore-
seen when Tradegro was restruc-

tured in 1985

Option
There had been the tssue of a large

amount of convertible debentures
which carried convehants regarding
debt levels Rusfurn had grown too
fast 1its gearing remaiwned withun ac-
ceptable levels, but its level of abso-
lute debt was too hagh, and there was
a good chance that the debt cov-
enants would be infringed And, any-
how, Tradegre regarded its exposure
to consumer durables as high enough
The tdea of Rusfurn inaking an ae-
quisition was enough to ensure that
Austin was granted the option Trade-
gro had prevented 1t from acquring
Furngro — pyramud of Ivan Ham-
merschlag’s successful Furniture
Fair chain i the Cape which aiso i-
cludes Montana and Harmony
Furngro was described by Ross as
a “magic” opportumty “It’s general-
ly accepted,” savs Ross, “that the
consumer durables market 18 over-
traded, and that it’s not possible to

| BARRY SERGEANT _

grow grganmically ”

Savs Austain “The only wav to grow
15 bv acquisition Austin determined
to take the option, approached ¥Fin-
ansbanh The answer, which was not
immediately apparent was the MBI
Sidney Frankel of stockbrokers Fran-
kel Kruger Vinderine was called 1n

Here two crucial points arose To
get the transaction under way Fm-
ansbank would have to buv the 85%
avallable stake 1n Furngro from the
Hammerschlag family — for what
turned out to be R3m Finansbank
was also potentially at risk on R15m
of minoriues’' shares

It would mean that Finansbank
was 100% at rish on the shares unless
the whole MBI went through “We had
encugh confidence in the underlving
asset ' savs Ross “But we knew there
was no chance of a back-to-back.
There was simply no way that Trade-
gro would sanction an acquisition ™

In the event Finansbank was assis-
ted by Monty Kapian CEO of its Cape
of Good Hope subsidiary, to do a due
diligence ivestigation into Furngro
The 1nvestigation feam gave the
green light and Fiansbank went
ahead with the dawn raid, paving the-
Hammerschlag famuly R3om Trade-

/&
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gro knew nothing about this

Finanshank was now 1n a pasition
where 1f it could not consummate the
MBI it would end up owmng a furm-
ture retailer The next step was sim-
ple but it involved a lot of money the
banking consortiem, Finansbank and
Trust Bank paid Tradegro R18om for
its 80% stake in Rusfurn The nunor-
ity will be paid R47m, taking the val-
ue of the deal to R232m

Tradegro was presented with a fait
accompli when the guarantees were
put up Now Finansbank and Trust
Bank at a cost of R185m, owned 80%
of Rusfurn, Finansbank owned 85% of
Furngro

Says Austin “The event marked a
totally new dimension in SA mer-
chant banking and banking, with two
banks prepared to go 100% at risk on
shares This was no warehousing
transaction '

Says Ross “Institutions which we
envisaged as endmg up holding 90%
of Rusfurn, had to be taken through
the rounds We knew from the begin-
ning that this would be extremely dif-
ficult The consumer durables mar-
ket particularly furniture, 1s seen as
highly cyclical, and a risky long-term
investment’

The management of Rusfurn had
cormmrmitted themselves to buy some-
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how, a 10% direct stake in Rusfurn at
a cost of R23m

Says Austin “We mortgaged ev-
erything, which 15 probably one of the
mamn reasons the nstitutions bhe-
lieved 1n the deal ” While Finansbank
dwelt on the merits of the entrepre-
neurial flair of Austin and his execu-
tive team, the mstitutions saw the op-
portumty of buymng a portiolio
investment, rather than the riskier
strategic 1ovestment that Tradegro

had held

Boom

Says Austin. “The retal sector has
had a low rating for some time and
the offer price to the wstitutions for
stakes 1n RHusfurn was very reason-
able 1think they percieved that there
was very little downside potential —
that they would be buying into Rus-
furn at the bottom "

Moreover, says Austin Rusfurn
should not be paving tax for the next
three vears But if there is &2 boom In
say, 1991 Rusfurn will again have the
apportunity of seeing the debtor’s tax
allowance (Section 23 of the Income
Tax Act) growwng faster than profits
As 1t 1s for the moment, 42% of Rus-
furn s sales are 1n cash — much high-
er than other counters 1n the sector

And Austin 1s on the lookout for
more acquisitions “We ve made four
tn the past three years We're looking
for anything outside food which f1tsin
with out strengths — managing cred
1t and chain stores” He hopes there
will be a change In investor percep-
tion ahout the sector “If Finansbank
could pull off this deal for us, they
could pull it off for anyone ™

In the event the institutions
agreed Finansbank and Trust Banh
were off the hook and the MBI was
complete Austin prefers to describe
it as a management-led manage-

ment buvout"”

Nine Rusfurn executives paid
R23m for their 10% stake 1 Rusfurn
and institutions took up the rest The
books balanced out Right now mne
Rusfurn executives are looking tote
pay R23m of debt they raised to buv
their stake in Rusfurn It's a strong
incentive for them to engape 1In
world-class retailing

Henmie van der Merwe, now GM at
Nedcor MD at Finansbank during
the saga savs the deal bought out the
kind of entrepreneurship that SA des-
perately needs “The Rusfurn MBI
had set a precedent that has changed
the face 1n this countryv of corporate
finance the most dvnamic side of

merchant banking ’
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THERE’S never been a better time to
buy furniture, appliances, TV and

sound equipment than right now.
It’s Furniture Month ’89 — from Octoher 16 to
November 18 — and more than 1800 furniture

retailers around the country are working hard to

make it a bumper event for consurmers.
Furmiture Month is an annual event orgamsed by the
Furniture Traders’ Association in co-operation with the
Federation of Furniture Manufacturers, the Domestic
Appliance Manufacturers’ Association of South Africa
and the Radio and TV Manufacturers’ Association
it 1s a month during which they want to tell consum-
ers about the long-term benefits of mnvesting 1n the
wonderful variety of household goods avallable
Right now, the stores are full of exciting products —
comparable to the best i the world — and there are
some wonderful pre-Christmas bargains to be had
This year, the annual Jackpot Competition will be
bigger and betier
More than R80 000 worth of prizes are being offered
The first prize is R20 000 worth of furmture, appli-
ances, sound and TV equipment of the winner’s choice.
But there’s also a serious side to Furmture Month
One of the main aims of the event 1s to make South
Africans more aware of
furmture, appliances, TV
and sound equipment and
how to buy mtelligently to

There’s R80 000 worth of prizes to be won

st their needs

There are products
right across the price
range — each serving a
different purpose

Options

The FTA is disseminat-
ing a wealth of informa-
tion about whati each

offers.

Another aim of Furni-
ture Month 1s to help con-
sumers buy the goods they
want

Durmng the past year,
certain credit restrictions

have been imposed, mak-

g S S

ing some kinds of buying
— for example, hire pur-
chase in respect of certain
commodities — more dif-

ficult

During Furmture
Month, the payment
options are explamned to
consumers so they can
choose the one that suits

their budgets.
Advantages

Furniture Month 1s also
consumers know
about the advantages of
buying from an FTA

to let

member store

Over the years, the fur-
niture retailing ndustry
has worked hard to buld
up a reputation for fair
trading and sound busi-
ness practices.

FTA stores adhere
strietly to a Code of Con-
duct, which affords a
great deal of protection to
consumers

During the past 12
months, hundreds of fur-
niture sales-people have
undergone an 1niensive
product tramnng Ccourse
aimed at giving the cus-

tomer beiter and more
mmformed service

Dozens more will com-
plete the course by the
end of the year.

Exciting

So, visit your favourite
furniture store to see
what’s on offer.

It’s good to Kkeep 1n
touch with what’s new and
exciting — and don’t for-
get to fill in a jackpot
competition form while
you're there — you could
be one of the winners!
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ELLERINE
Free of debt

Government’s restrictive credit curbs failed
to dampen Ellerine’s profit performance this
past financial year Turnover rose by only
16%, and trading conditions remain dafficult,

Activities" Retails furniture and household ap-
phances

Control: Malbak holds 60,8%

Chairman and managing director: £ Eller-
ne

Capital structure: 7,2m ords of b0c Market
capitahisatton R80,7m |

Share market: Frice 1260c Yields 13,2%
on dividend, 40,7% on earmngs, PE ratio, 2,5,
cover, 3,1 12-month ligh, 1 400c, low, 950¢

Trading volume last quarter, 204 000 shares

Financial: Year to August 31
3’87 *'88 ‘89

Debt.
Short-term {Rm) 48,4 23,5 nil
Long-term (Rm] nil nil nil
Debt equity ratio 0,39 0,17 —
Shareholders interest 0,44 0,49 0,67
Int & leasing cover 994 19,8 —
Debt cover 0,49 0,78 —
Porformance’
$'87 *'88 '89
Return on cap {%) 10,6 14,0t 21,0
Turnover {Rm) 192 206 390
Pre-int profit (Rm) 30,2 25,4 b8,2
Pre-int margin (%) 93 12,3 15,1
Taxed profit (Rm) 16,6 14,0 354
Earnings {c) 241,1 203 B13
Dividends (¢) 60 89 166
Net woarth (c) 1807 1966 2304

* 8.month trading period to August 31

1 Annualised
1 12 months to December 31

but the balance sheet 1s now debt-free and
the new financial year has begun with the
security of credit well under control

Last year the chain managed to increase
its market share to 18% from 16%, due to
“strong focus 1n 1ts traditional market, which
s the middle- to lower-mcome groups,” says
chairman Eric Ellerine The past year’s trad-
ing performance owes much to manage-
ment’s success 1n anticipating market move-
ments Tighter controls of working capital,
credit granting and asset management were
emphasised well before government’s auster-
ity measures bit

In addition to stricter controls, the direc-
tors increased deposit requirements and ex-
ercised better judgment over credit granted
to buyers of audio and electronic goods
Ellerine says “The sale of these goods pre-
viously accounted for a disproportionate

share of the bad debts we had to write off ™
Despite the difficult trading conditions,

the group fared reasonably well Operating
margins rose t0 15% (11%) and the directors
expect a further improvement this year
They beheve industnal action 1s unhkely and

-]
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“even if action takes place, predictions won’t
have to be modified ” The labour umon —
Catering and Alhed Workers” Union — has
threatened action on December 18 tf negots-
ations over layoffs procedures are not sorted
out At present negotiations are deadlocked.

Jacques Magholo




Furntech to sell WTI, beconi
E_ BARRY S SERGE AGL at last interims to 86% The net asset

FURNTECH is to become a cash shell
after poor operating results for the inter-
im period to June 30 It is to dispose of its
sole operating subsidiary Western Trans-
vaal Industries (WTI) to Macsteel Com-
mercial Holdings for a price that will only
be known after audited figures to Decem-
ber 31 are released

to end-June, Fumtech reported a loss of
9.7c a share {+6,3c)

Turnover increased 13,1% to R41,1m as

an operating profit of R2,lm was turned
into a loss of R2,2m

The interims include an extraordinary

The purchase price will be the audited item of R919 000 that saw last year’s inter-
tangible net asset value of WTI at Dece@: profit of R1,8m turned into p loss of )
ber 31 P Bm

It wall include an amount attributable On the Furntech balance shee are-

the 1ncreased value of plant and equi
ment at that date and is payable in cas
In the interim period for the six months

e e e S s

holders’
December to R11,5m at end- June The ra-
t10 of interest- beanng debt increased from

equity fell from R153m at end-

e cash shell

value was 39,3c at the latest interims,
against 49.,5¢ E %ear ago, and 52,2c on

December 31. Lrsg
rporate last

Meanwhile, PW Cu

night announiced “a greement had been
reached with Maesteel for the disposal by
Furntech of the entire ghare capital and
all shareholders’ claims in Western Trans-
vaal Industries (WTI)”

WTI is named as Furntech'’s “sole oper-
ating subsidiary” and “accordingly, the
disposal of WTI will result in Furntech
becoming a cash shell”
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RUSFURN chairman
Geoff Austin believes
that he who laughs last
laughs longest and

loudest

At the moment, Tradegro
and holding company Sanlam
seem to be smurking all the
way to the bank

Tradegro sold 1its 59%
stake 1n the listed Rusfurn at
140c¢ a share, netting a neat
R137-mmllion It reduced 1ts
own gearing to only 9%

Tradegro company Fra-
sers sold its 20% holding 1n
Rusfurn on the same terms

CONSORTIUM

The buyer was a CONsor-
tium made up of Rusfurn’s
exerutives, a stockbroker
and a bank The 140c offer to
minority shareholders has
taken Rusfurn’s share price
close to that level

The deal was struck at net
asset value — a price agreed
on by both parties The irony
15 that Rusfurn shares had
never bheen traded anywhere
near that figure They were
priced at only 60c in May,
having traded at under 90c
for most of 198%

What Tradegro did not
know was that Rusfurn’s
earnings for the year to June
1990 would later be forecast
at 55c¢ a share, and the divi-
dend at 16c

Rusfurn’s team needs to
make 1t for two reasons —
the commitment to mvestors
and the credibiity of man-
agement
. It was not that Mr Austin
kept the forecast a secre{ —
there were five Tradegro di-
rectors on Rusfurn’s board It
was based on what manage-

R

ment thouge it 1t could do with
a group freed of parental ties

Sanlam kias a broad furni-
ture portfolio which includes
Ellerine, VX orkels and Tede-
lex It could have reasoned
that a coraflict of interest
would have arisen when Rus-
furn proposed to buy Cape
retaller Fuxrniture Farr

It couid o0t be dented that
Furnfair w as right for Rus-
furn, but 1£ might not have
been so for Sanlam The take-
over propossal was approved
unanimousiy by Rusfurn’s
board, but was frowned on
fraom highex~ up the body cor-
porate

Well, 1t czame to pass that 1t
might be best 1if the owner-
ship of Rus furn changed Mr
Austin and his colleagues
raised R23-xmilhon — 10% —
and financrial nstitutions
came up with the rest

PREDA TOR

Mr Austin 1s particularly
proud t0 note that Rusfurn’s
operational managers asked
for a piece ©f the action — 43
of them were allocated an-
other 10% on the same terms
of 140¢c a share

This was a smart move be-
cause a further 7% 1s held by
managemerit mn the share op-
tion scheme, and 27% 1s
enough to veto any proposed
takeover of the group which
1s without a controlling
shareholder-.

A predator might well ap-
pear if Rusfurn fulfils Mr
Austin’'s objectives of 50%
compound annual growth
and a siot ira Business Times’
Top Five cormpanies by 1992

How does growth of 50% a
vear compare with Trade-
gro’s return in three years? It

2>[12-] 8

A ._uo [ d UQM
a pound,-at Rusfurn

bought 1n at R85-rmillion 1n

February 1986, and got out 1n
October 1989 for R185-mil-
hon That represents capital
appreciation at about 30% a
year There were also divi-
dends

If Rusfurn’s share price
sustains a fixed earmings
multiple, the capital appre-
clation could be even better
than Tradegro got

PINCH

Mr Austin outlines why he
believes Rusfurn can make
95¢ this year when other fur-
mture retailers are feeling
the pinch

Rusfurn had record sales
1n November, and on a year-
to-yvear calculation 1its sales
to November 1989 grew by
237% More importantly, 56%
of group profits comes from
the lower-income bracket,
28% from middle-income and
16% from higher-imncome cus-
tomers

This weighting outside the
badly squeezed muiddle -
come should see Rusfurn
right in lean times Mr Austin
says there has been a bhig
sales effort aimed at the ru-
ral population, which tends to
pay up r—

The average 24-month
account 1s usually paid 1n 36
months on the platteland

Middle-income chain Rus-
sells, which comprised 75%
of Rusfurn three years ago,
now represents only 21% of
turnover and 20% of profit
High-turnover, low-margin
Dion 1s respectively 37% and
15%, and Wanda-Frasers the
oppostte at 15% and 34%

The four names 1n Furnfair
will account for 12% of sales
and 18% of profit Rusfurn’

?JI.IIII-III

|

other recent acquisition
Dashaus 1is comparatively
small Its Mattress House 1s
domg well, but Furnmture
Hyper will be replaced by
Dion Furniture, filing what
Mr Austm describes as a gap
In mass-marketing by Rus-
furn The rest of the group
comprises Rudicks, Arrow-
Furngro and Giddy’s

Rising interest rates do not
have as bad an effect on cred-
It instalments as 1s generally
thought — the major effect 15
psychological The average
s1ze of individual sales
throughout Rusfurn 1s R700,
and the current{ maximum
rate of interest is 33%

Kven 1if the usury rate rose
to 38%, the repayment on a
R700 purchase would climb,
roughly, from R43 to R45 a
month “Consumers can still
afford 1t,” says Mr Austin

WINNER

He 1s aware that he has
paid a full price for Rusfurn,
and says the share price
could ease after the standby
offer to the minority 1s out of
the way

But he 1s 1n for a penny, in

he believes Rusfurn will be 1
wimnner Should Rusfurn grovs
1n line with his expectations,
it will earn 95¢ 1n 1992

If the market rerates Rus-
furn shares to a price of only
four times earnmgs — the
sector average — 1t could ap-
proach 200c¢ within a year

The sector average 1s dis-
torted by the differences 1n
provision for deferred tax-
ation adopted by the various
compames, and could be
lower if all adopted the most
conservative method

RELAXED

Rusfurn adopted the par-
tial method of provision on
the grounds that 1t will not
pay tax 1n the foreseeable
future and that today’s share-
holders should get today’s
profits

A good time to buy Rus-
furn could be after the
standby offer 1s finished ear-
ly next year This could coin-
cide with a Budget announce-
ment relaxing credit
restrictions on certain goods,
which would spruce up senti-
ment on the sector

Mr Austin 15 looking for-

for a pound In the long term

ward to a good belly laugh w
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SHOPFITTING group Norvic Manufac-
turing 1s all'set to become the first new
listing of 1990

According to reports the group has
applied to join the development capital.
market of the JSE 1n January .

The group, based.an Rosebank with a
factory 1n Alberton, 1s to raise just over
Rim by the private placement of 2,1-

CB0e 2] 12]%]

Norvic Manufacturing sct to be

raillion shares at 50c a share In total
16,1-mi11l1on shares will be anthorised

Norvic.is believed to be negotiating
the acqusition of the Pmetown-based
PC Henderson group
. Part of the funds raised by the listing
.are expected to be used to finance the
acquisition q

The group, established 1n 1947, has

|ll"l_|||

APANIES

L

important contracts with some of SA’s
major retailing groups )

These iclude Checkers, Metro Cash
& Carry and Cashbuild

For the 12 months to July 1989 Norvic
generated net after tax earmings of
R817 000 from turnover of R13m

This would translate into per share
earnings of 5c, and a dividend of about

L o -

- ——

e first listing of 1 990

2,6¢

For the current financial .year the
group 1s projecting net after tax earn-
ings of R713 000 from turnover of R12m

This 1s expected to 'generate- per
share earnings of 7¢ and a 2,2c dividend ~
+  Projections for the following year are
ngﬁmm of R877000 on turnover of

15m.

gl
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Tradegro’s former CEQO Mervyn
| first gave Rusfurn identaty by refloa

it Then CEO Geoff Ausin, ably assist-
ed by his motivated management team,
made things happen,

Surprisingly, directors hold only

two milhon out of the 166 mlhon 1ssued
shares

They were working hard for Sanlam
and when Donald 0, who knows
Iittle about furmture, reéplaced Mervyn
King, it was only a matter of time he-
fore management wanted to break free 4,
of Sanlam’s yoke and
of the pie.

The recent buy-out Announcement tow™
shareholders gives them the chance
They couldn’t have chosen a more pend-
ous time to paddie their own canoe, But
when tunes are tough that’s when the
tough get gomg, Management 1s seeking
to restructure the group, buymg Sapn. *°

Jam’s (58 milhon) and Frasers (34 mul-
lion) sharebolding — 132 million out of
the 166 million shares at R1,490 net asset
value,

Unnamed finaneial mstitutions have
promused to take up Rusfurn shares at
the same price. An analysis of 1989
annual report is important to check
thusprice.

All operating divisions contributed
positively Almost 42 percent of sales
were for cash There 13 Little doubt that
Dion’s 13 stores with sales of almost
R400 million and bottom line of
R16 million could be separately listed
shortly, thereby raising around
R200 million for Rusfurn with share-
holders benefiting from the rights
1SSues.

This could reduce nising debt whych,
with the pref shares in a subsidary, -
creased to R166,8 million (1988:
R127,5 milbon) by end June 1859

Dashaus, bought during the year for
R725 milhon cash, has problems with
Rusfurn finalising material warranty
clauns,

It 1s debatable whether Rusfurn
should provide for deferred tax. It
hasn’t (and I agree), and at June 30, 1349
thus habihty, although very remote, was
R43,5 milhon which if provided would
reduce net asset value by 30 cents. In
efiect, this 1s the goodwill that Santam
1s receiving by seling at R1,40 a share.,

Sales were R934,05 mullion (19538
R729,57 million). Operatmg profits were
R87,63 million (R61,33 nullion). Interest
increased to R30,86 mullion (R14,34 mil-
lion) leaving a bottom line of
R66,83 million (R46,98 million). No de-
ferred tax has been provided as the Sec-
tion 24 Suspensive Debtors Tax allow-
ance gives reltef.

After deducting munonity sharehold-
ers’ profit R6,7 million (R3,84 million)
attributable earmngs were R60,13 mil-
lion (R43,14 million) giving €arnings per
share of 36,3 cents (26 cents). Dividends
were upped to 10,5 cents (7,5 cents)
Below the line goodwili R4,35 million
1 (R1,13 mullion) was written of

Major divisional support came from
[§ Wanda-Frasers’ 148 stores with sales of
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| Rusfurn to go it alone

r

Bottom
Line

MICHAEL MENOF

R185,3 milhion and pre-interest profits
R36 million Russells’s 124 stores had
sales of R233,3 milion and profits

26,3 million wiule Dions 13 stores had
the biggest sales of R359,1 million with

e a bigger nlice}\ profits of R15,7 nullion,

Cash driven Dion and lower end of
the market Wanda-Frasers chain serv-
ing the black market produced almost
60 percent of sales and bottom line
These two chamns could be the saving
grace as the disposable incomes of the
middle ncome sectors served by Rus-
sells and Arrow battle against the sag-
ging economy.

Retained income 1s seldom sufficient
to fund growth. Phasing out of the GST
debtors allowaitce and the increase
inG:ST buyt cash flows and gearmg.

Pref shares of R50,5 million were
raised during the year through a subsid-
1ary and treated as debt. The ratio of
debt 10 equity was 42 percent (37 per-
cent).

Sigmficant events durmng the year in-
cluded buying Dashaus's 21 stores, open-
ing one Dion store, a clearance store
1n Botswana and placing one of the lar-
gest Umx-based hardware orders in SA.
Dron plans two new stores in 1990 with
no wncremental head office costs.

The balance sheet ;s healthy with
sharebolders funds R230,11 million
(R191,74 million) by June 1419 Outside
shareholders’ interest of R67,44 million-
1ncludes the RS58,5 million prefernce
shares Working capital improved to
R383,82 mullion (R297.22 millron) bot in-
cludes R519,85 milllon (R44153 million)
wstalment debiors, %

If the buy-out seeceeds no single
shareholders will hold a controlhing
stake. The buy-out will position the
group for enhanced growth in the fu-
ture, ensure greater marketability of
the shares and enable executives tg ac-
qure significant shareholdings

With current earzings of 363 cents,
shareholders are looking at a P/E of
four imes Forget about the deferred

" tax guff It will never arise All share-

holders need to do 1s evaluate manage-
ment and where they can {ake the

group

My bet is that Mervyn King will
agan be charrman with capable CEQ
Geoff Austin responsible for overall
control.

Rusfurn’s management, especially
Jannie Els, Derrick Vercruyssen, Ian
Sturrock and Mervyn Gerszt, have
shown they know how to rup a SUCcess-
ful furniture group and with Geoff Aus-
tin conlidently predicting futher growth
m 1390, shareholders couid be in for an
interesting nde with the economy the
only hurdle.
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There is little chance that spe-
‘cialist retailer Amrel will
manage to increase earnings in
the current year, given the de-
pressed state of the economy.
The tapering off of retail ac-
tivity is, however, expected to
be partly offset by store open-~
ings, refurbishment and com-
puterisation, and a relaxation
of hire purchase restrictions,
In the annual report, chair-
man Mever Kahn says that,
notwithstanding the short-term

‘uncertainty, long-term pros-

pects for retailers in a new
South Africa are most exciting.

He believes the retail sector
could be one of the fastest-
growing industries in the 1990s
as income is redistributed and
all people have equal opportun-
jties for creating wealth and
disposable income.

-The Amrel chain trades in
four main product areas — fur-
piture, footwear, clothing and
selected consumer services.

There are 956 retail stores
and 361 service depots.

Furniture stores include
Crown Furnishers, Geen & Ri-
chards, Lubners-Melodys and
Tip Top-Triangle.

Footwear outlets include
Cuthberts and Select-a-Shoe,
while the clothing division
comprises the Scotts chamn.

Service outlets include
Early Bird, Multiserv-King
Cobble and Prontaprint fran-
chise outlets.

In the year gone by, the fur-
niture division accounted for 62
percent of group turnover, the

Adverse @@MEE
work againsi

footwear and apparel division -
contributed 32 percent and the -

services arm accounted for the
remaining five percent.

In the year to March, group

turnover climbed 12 percent
from R759,7 million to R849,1
million.
, '« Mr Kahn says the modest in-
crease reflects responsible,
conservative trading in a
weakening market artifically
boosted by pressured credit ex-
tension,

Operating profit fell nine
percent from R53,6 million to

1

&mm%

i

R48,8 million.
This was offset by a ﬁigniﬂ
cant decline in financing cosis
from R16,1 million to R8,4 mil-
lion.
Pre-tax profit increased by

eight percent from R37,5 mil-
lion to R40,4 million.

An increase the effective tax
rate from 46,1 percent to 4715
percent resulted in taxed profit
rising five percent from R2(,2 ]
million to R21,2 million. .

After allowing for equity-ac-
counted retained earnings, af-
tributable profit rose two per-
cent from R22,2 million to
R22,6 million. ,

Earnings a share rose from

vndk

=

241c to 245c. The dividend for |.

the year was 82¢, compared
with the previous year’'s 8le. - |

Mr Kahn says that if the par-
tial method of accounting fof
deferred tax had been adopted, |
instead of the comprehensive |
method used by the group,
earnings would have increased
to 413¢ a share, .y

The balance sheet shows
gearing down from 109 percent
to 71 percent.

Net worth increased nine
percent from R12,82 a share tu
R14,01.

Amrel, priced at 900¢, ls
trading on a P/E ratio of 3,7
and a dividend yield of 9,1 per-
cent.

Although the rating is attrac-
tive from a long-term point of
view, the medium-term upside
potential of the price is limited
by poor conditions in the retall -
industry.

COMMENT: Amrel’s share
price has gained steadily since
it bottomed at 695c about 1)
months ago. Py |

Further rises can be expect-
ed if the price breaks the 9300
level

The outlook will tarn, unfa-
vourable if the []I'IEE falls }.
below 8%0c. o |

r




Everything going

Ellerine

very
Fight f

By Ann Crotty

An annual stockturn of 14 to 15
times, tens of millions 1n cash at
Its disposal and a reducing bad-
debt experience are the features
that make Ellerine’s the envy of
the,furmture industry

In the absence of a repeat of
the 1987 industrial relations prob-
lems, features like these should
underpin strong earnings perfor-
mances 1n the years ahead

Analysts are looking to earn-
Ings growth of 20 percent for fi-
nancial 91,

The 49 percent hike 1n earmngs

14

| to 669¢ (447¢) a share for the 12

months to August surprised even
the group’s most bullish sup-
porters

At a time when most mndus-
trial compamies are bemng it by
heavy finance charges, Ellerme’s
— Wwhich has a debtors’ book of
R450 mithon — reported a three-
fold merease 1n mterest income

And 1t 1s not a case of usin
creditor finance MD Enc El-
lerme says that since 1962 the
group has paid cash (30 days) for

t 1ts stocks This reflects the fact

that the crucial issue 15 manage-
ment of the debtors’ hook

Turnover rose 24 percent to
R4832milhon °  (R389,4 mullion)
Much of the increase can be ac-
counted for by inflation and new
store opemngs, leaving little 1n the
way of real volume growth from
the 1989 store base,

Asset management

~The really big wnprovement
came at operating profit level
percent

‘where there was a 48
advance to R87,1 rmlhon
(R58,9 mullion),

. Mr Ellerine says this mcrease
reflects the group’s tight asset
managemeni, which manly
refers to mnprovements n the
debtors’ book

“What we've achieved on this
front 18 nothang short of miracu-
lous We tightened up to such a
degree that everything else fell
mto place ”

Given the high level of mter-
est rates, analysts expected a de-
terioration 1 debt collection
(This would have been n line with
developments across the econ-
omy, mecluding banks and bulding

-—_.I: — wn

y,

S

Eric Ellerine

societies),
But this was not the case at
Ellerine’s

Mr Ellerine says the debtors’
ledger 1mproved dramatically,
with the average rate of collec-
tion ncreasing and the bad-debt
experience reducing

Despite this comfortable posi-
tion, management has mamntamed
its bad-debt provision at a conser-
vative 33 percent.

Less conservative mangement
could have used part of this provi-
sion to boost profit performance
without undermuming qualty of
earnings,

Management 1s unable to give a
break-down of the operating prof-
1t In terms of income from financ-
Ing and mcome from trading,

Given the size of the debtors’
book and the fact that the indus-
try can charge 32 percent-on fi-
nance provided to ifs customers
(compared with an estimated 16
percent cost of funds), its profit on
providing finance must be eonsid-
erable

Interest received rose
R5,1 mulbon (R1,7 ruilion) Mr
lerme says the group 1s the onl _
orgamsation mn the furmture m-
dustry that 1s cash flush He says
1t 1s “tens of mllions of rands”

However, store expansion (15
new stores will be opened by, the
end of this month) and financing
the expected R120 milhon growth
In the debtors’ book in financial
'91 will see a reduction 1n the cash
base e

Pre-tax profit was up 51 per-
cent to R90,8 mullion (R60 million)
The tax rate was 48 percent’, !

Taxed profit was 54 percent
ahead at R47,7 million (R30,9 rml-
lion),

1o
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Ellerines..continues
its remarkabl

: ‘ “MAHCIA KLEIN I *
{

FURNITURE retailer Ellerme
; Holdings has continued s re-

markable growth trend by re-

porting a 50% 1ncrease n earn-

mgs to 669c a share for the
' August year-end,

In presenting results yesterday,'

group chairman Eric Ellerine saud

they were welcome “considering the

economy and the lgh base from
. which Ellerines’ improvement
{ comes”

The group — which sells furniture
. to the black consumer market, main-
y ly on hure purchase — declared a full
i year dividend of 221c a share, 33% up
on August last year
« Earmings a share and dividend
{ growth have been calculated on a
welghted number of shares in 1ssue,
and dividend cover has been reduced
from four to three times in view of
the group’s strong capital base
- Commenting on the results, Eller-

e said the group had consohdated

its position as market leader because

of 1ts fight asset management, the

improved debtor’s ledger and aggres-
sive marketing

* T
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per share
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*Caiculated on walghted
average numper
ghares In issue

Graphic: LEE EMERTON Sowce ELLERHES

A 24% mecrease n sales to R483,2m
(R389,5m) and a 48 % rise 1n operating
profit to R87,1m (R58,9m) saw mar-
gins wnproved to 18% (15%).

Ellerine said a 195% increase 1n
interest received to R5,lm, and a
145% nerease 1n financing cosis to

; «R1,3m, confirmed the group’s hquid-

ity, making Ellerines the only cash-

flush orgamsation m furmturé
While pre-tax profit increased by

51% to R90,9m, a 48% higher tax bill

A

e growt

- left after-tax profits 54% higher at

R477m Ellerine said the group had
an unusual practice of absorbing full
taxation on its accounts

He said the group — which does not
warehouse — was particularly proud
of stock furnover, at 14 to 15 times a
year

On prospects, Ellerine said al-
though the group expected business
conditions to remain difficult, strict

credit controls and conservative poli- |

c1es as well as the absence of gearing
and the strong balance sheet would
pay off more than ever

While 14 new stores were opened 1n
financial 1990, 15 new stores would be
opened 1 October, brmging the total
number of outlets to 324 — way ahead
of forecasts

Despite going for organic growth,
the group would not rule out the pos-
sibility of acqusitions, he said

Progpects looked exceptionally'
bright The group’s chosen niche
could becorne massive as the black
consumer community grew.

Ellerines’ shares are currently
trading at 2 850c, with an earnngs
and dividend yield of 23,5% and 7,8%
respectively

—_




Plans for g base overseas

GRANT ANDREWS HOLDINGS, one of SA’S
largest office furmture manufacturers, test-
ed the overseas market for four Years,
received a positive reésponse and 1s entering
the export trade

Said chairman Grant Andrews:; “The open-
g up of Eastern Europe has put a different

light on things ¢y ¢, o titofq0

“Consrdering that the people m these coun-
tries have the necessary skills and are elgser
to Europe than we are, the effect for SA 19 a
Iittle negative It's gowmg to make 1t a mpeh
more competiive market Qur plaus are defi-
nitely, i the shorter term, to establish a hase
Overseas — probably in the UK,

“What we’'d Like to do eventually 15 to send
components to the UK where value will be
added to them They will then on-sold to
Europe » ¥

At present, the office™furniture company
€xports complete products My Andrews 13
adamant that ke does R0t want to concentrate
0n exports to the detriment of leeal needs

“We have set Up a separate division for
€xport and are commtted tg 5t We've proved
that we ean pe compeutive, This division hgg
4 separate cost centre apd is focused and

“I believe that, 1n the long run, SA will do
well — if the quality of our goods 15 COnsis-
tenily excellent ”
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MATHIESON & ASHLEY [ ¢

QUICK REVERSAL

Fl <ls{0
Taking everything Mathieson & Ashley has

said about itself over the past year at face
value, the downturn m the office furmiture
sector must have been spectacular to have
resulted in the 27% earnings shde the group
reported for the year to end-June

Starting with the last annual report, chair-
man Winky Ringo said then he beheved an
Increase in earmngs in excess of the inflation
rate could be expected for 1990 True to the
form investors have come to expect from this
group, the first-half results showed a 68%

gain m operating profit on 2 52% turnover
Increase

While EPS growth was diluted by higher
interest and minority charges, the 27% 1m-
provement at the attributable level was suffi-
ciently enconraging for the board to state
that 1t was now confident that an annual
report forecast would be realised On paper,
there was every reason for such confidence,
an increase of only 10% would have been
required in second-half earnings to produce
15% growth for the full year

But that was on March 28

Working through the year-end figures, it
appears that second-half operating profit
plunged 63% on a 23% sales improvement
The effect on EPS was cushioned by a small
mterest credit m place of the RI1,7m,
charged agamst mncome for the same period

=il -
M&A’s Ringo
optimistic forecasts

12|40 %

last year, and a minoritics charge that was
little more than one-third of the R3,8m for
the second half of the 1989 financial year

But, accepting that truth 1s often stranger
than fiction, 1t still seems mcredible that
such a reversal can take place over a period
of only three months — assuming that every-
thing was still on track at end-March when
the mterim results were announced,

To be fair to the group, however, one

should not overlook 1ts recent profit history
From 1986, when 1t returned to profit, unti
1989, earnmings doubled each year After tak-
ing 1nto account the 1990 setback, the four-
year compound growth rate still works out at
56%

But the market has clearly been in no
mood to be charitable Since March the
share price has been slashed from a high of
650c to the present 340c, where the dividend
yield on an unchanged 20c payout 18 5,9% —
way above the industrial market average of
4.1%

Reaction has been less severe 1n so far as
pyramid Vestacor 1s concerned Here, the
price has declined by only 31% {(compared

M&A STUMBLES

Yeor to June 30 1939 1990
Turnover {Rm) 99,4 134,8
Operating income {Rm) 14,7 10,7
Attnibutable {Rm) . 7.8 5,8
Earnings {c} 68,3 50,2
Dividends {c} 20 20

with the virtual halving of the M&A price),

leaving the dividend yield of 4,4% more or
less 1n line with the market

The obvious conclusion 15 that either the
response has been overdone in M&A or that
Vestacor still has further to fall The answer
will depend on whether, as management
hopes, the 1990 debacle proves to be nothing
more than a blip 1n an otherwise strong
growth path. Brian Thompson

—
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SITTING PRETTY(¥5(a |

While many large companies lament that
their markets are in recession, some of the

major players in the furmiture sector seem

FINANCIAL MAIL » OCTOBER 5 « 1930 « 109

|
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almost to be operating 1n a different eco-
nomy

«Qensational” and “remarkable” are the
words an excited Eric Ellerine used to de-
scribe lus group’s resulis for the 1990 finan-
cial year and there are few who would dis-
agree. And, he says, next year should see¢
further real growth

Sales were 24% up on financial 1989 —
and this mn a market plagued by boycotts,
stayaways and tight monetary policy. Strong
sales growth has been a feature of most
companies 11 the furniture industry recently
— 1t’s said that growth 1n disposable income
of informal economic players is supporting
the sector Chairman Ellerine says the group
consolidated 1ts position as the major player
in the black retait furmture market. it now
claims a 16% market share

The operating margin increased from
15,1% to 18%, resulting in 2 48% jump In
operating profit Management ascribes the
margin improvement to the contaimnment of
costs, benefits of mgh finance charges while
holding cash balances and improvements in
productivity o |

W 3
/ 1--' i | - >
L—i [t ; AN oy v

Ellerines’ Ellerine debtors
book improving

Ongoing traming, the introduction of a
share mcentive scheme for senior manage-
ment and the smft of sales from outside
selling to conventional furmture retalling re-
sulted 1n an ncrease 1N average sales per
employee during the year Five years ago,
65% of turnover was generated by sales staff
in the field This has now failen to about a
third, with accompanying productivity 1m-
provements and a marketing strategy geared
towards people coming into the stores

Stackturn improved, as did the quality of
the R449m debtors book Ellerine says the
rate of collections has risen and the incidence
of bad debts fallen

The group 1s sitting on substantial but
unspecified cash and earned R5,1m interest

4 Ld) 52[9[ 40

STEAMING AHEAD

Yeor to Aug 31 198% 1990
Turnover (Rm) 389,65 483,2
Operating profit {Rm) 58,9 871
Attnibutable (Rm) 19,1 31.8
Earnings {c) 447 669
Dividends (c) 166 221

last year This was far more than interest
paid and boosted the bottom line Ellerine
says the cash pile will dimmsh this year —
new store development and refurbishments,
as well as expenditure on computer equip-
ment and fixtures and fittings will absorb
funds, but the possibility of an acquisition
cannot be ruled out

Despite a continuation of difficult trading
conditions, Ellerine 1s budgeting this year
for an 18% turnover rise to R570m from
existing stores, for a further improvement 1n
the debtor collection rate and a R120m 1n-
crease 1n the gross debtors book September
was an “exceptionally good” month and, it is

hoped, sets tl?_lrﬁnd for a st hristmas
period L4 2.0 |38 )
Ellerine 1s coiifident the s trols and

conservative policies which have been the
group’s irademark — the ungeared and
strong balance sheet, conservative dividend
pohcy and comprehensive accounting for
taxation — will elevate the group above
other furmture compames during difficuit
times

The share 1s trading at 285c, on a 4,3
earnings multiple and 7,8% dividend yield
and offers better value than a lot of shares on
the industrial board Pam Baskind

e le—
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report a rough

| MARCIA KLEIN ]

PICHOLD subsidiaries ] Picardi Ap% -
ances' (Picaph), Umon Wine and
cardi Properties (Picprop) have been
hit hard during financal 1990

Subsidiaries of MD Jan Pickard’s diver-
sihed group reported various degrees of
decline for the year to end-June, while
holding company Pichold had yet to report

Pickard said the group was in debt to the
tune of Ril4m 1n June, and would have a
rights 1ssue as soon as it returned to profit-
ability If not, 1t would de-list and hold a
nghts 1ssue to raise cash He said the group
was clean to begin a new year i which it
hoped to return to profitability

Picapli — Pichold’s household and apph-
ance subsidiary — reported the higgest
loss — 52¢ a share (22,2¢ previously)

. In view of the retaned loss of R13,7m

{(retammed mcome of R3,4m), no dividend
was declared A 28% decrease m sales and
reduced margins resulted 1n a pre-tax loss
of R13,i6m {income of R10,7m),

Pickard said yesterday the downward
trend in profitability since the hoom exper-
lenced two years ago was because the
group was overgeared when the economy
turned down

The group restructured during financial
1980 and withdrew from the portable radio
and TV markets because of a decline 1n
demand for consumer durables. This re-
sulted 1n a R50m reduction 1n interest-
bearing debt and “an improved balance
sheet at the expense of profitablity”

The Union Wine subsidiary — which was
bought out by Kangra holdings on Septem-
ber 24 — posted a loss of 15,1¢ (earnmgs of
13,9c) a share, with a retained loss of
R1,6m A 10% increase n sales did not help
pre-tax mcome, which fell from R3m to a
loss of R3,3m

The board of directors said that -
creased costs had a negative effect on
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profitability, and the lack of an established
spirit brand was responsible for the group
bemg unable to finance itself

CHARLOTTE MATHEWS reports that
the cost of funding and an increased tax
bill wiped out the advantages of Picprop’s
turnover mmprovement to R35,7m 1n the
year to June from R24m n 1989

Earnmgs fell to 17,1c (25,6c) a share
after interest payments came close to dou-
bling to R1,9m (Rim) and the tax bill rose
to 24% (10%)

Pickard said the higher turnover and the
higher tax hill arose from the acquisition
of a kmiting plant, Beatrix, during the
year

Picprop disposed of 1