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Key information  

 Trading profit increased 42,2% to R1,020 billion.  

 Turnover increased 21,7% - from R19,105 billion to R23,260 billion.  

 Non-RSA supermarkets achieved 32,4% sales growth.  

 Diluted headline earnings per share rose 55,1% to 128,4 cents.  

 Dividend per share declared increased: 40% to 49,0 cents. 

Whitey Basson, chief executive, commented: 

The first six months of the 2008 financial year produced excellent financial results. The growth achieved 

exceeded the anticipated recovery following the industrial action in the latter half of 2006. It was also not 

restricted to those businesses whose activities were impaired by the strike, but occurred in all divisions with 

the exception of our furniture business. The rate of growth exceeded most of the rest of the local food 

retailing sector and the Group increased market share for the period under review. At the same time the 

Group managed to increase the trading margin from 3,8% to 4,4% due to a strong growth in turnover, 

coupled with strong cost control.  
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OPERATING ENVIRONMENT  

During the period under review a number of factors contributed to the erosion of consumer confidence such 

as the Reserve Bank’s repeated raising of interest rates, a marked increase in fuel prices and sharply higher 

inflation that combined to reduce consumers’ disposable income. In addition, the National Credit Act, 

introduced in the middle of 2007, put a curb on credit availability and increasingly affected sales of durable 

goods in particular. Traditionally, food retailing is cushioned to an extent against the effects of an economic 

downswing and any recessionary impact is felt much later in the food sector than elsewhere in retail. 

Moreover, the bulk of the Group’s business is transacted with customers who tend to be more directly 

affected by issues such as employment rather than other economic developments. We managed to contain 



our internal food inflation to 7,99%, compared to a national food inflation which accelerated to an average 

of 12,1% compared to 8,5% in the corresponding period.  

COMMENTS ON THE RESULTS  

Income statement  

Total turnover 

Total turnover increased by 21,7% from R19,105 billion to R23,260 billion, due mainly to the excellent 

performance from all the divisions, with the exception of the furniture business. The growth was in excess of 

the increase expected after the impairment of trading operations due to industrial action in the 

corresponding period.  

Gross profit  

To compete successfully in a highly aggressive South African market, the Group’s main retail brands 

sacrificed gross margin for turnover growth. 

 

Expenses  

The cost base was managed extremely well. The increase of 23,7% in employee benefits results primarily 

from the increase in turnover and the resultant staffing requirements in the stores.  

Trading profit 

Given the strong growth in turnover, the margins achieved and the strictly contained overhead costs, 

trading profit advanced 42,2% to exceed at the halfway mark a record amount of R1 billion.  

Trading margin 

The trading margin of 4,4% is a factor of the strong growth in turnover against a slower increase in 

expenditure. A contributing factor was the growth in the Group’s higher-margin non-RSA operations.  

Interest received and finance costs 

The strong spurt in net interest received resulted from the increases in interest rates and the stronger cash 

flow, generated by higher turnover and a slower increase in stockholding.  

Exchange rate differences 

The smaller forex profit stemmed from the slight strengthening of the currencies of the main countries in 

which the Group trades in Africa and the rand’s fluctuation against the US dollar. 

Dividend declared 

The Board declared an interim dividend of 49,0 cents per ordinary share (2007: 35,0 cents), representing a 

40% increase.  

Balance sheet 

Inventories 

The increase of 14,1% in inventory to R4,650 billion was lower than the increase in turnover. This was after 

provisioning 38 new supermarkets and 26 furniture stores opened in the previous 12 months, the aggressive 

buying forward for the Group’s annual Back to School promotions early in 2008, and a further weakening in 

supplier service standards that forced the Group to stockpile certain product categories to ensure a regular 

flow of merchandise to its outlets.  



Cash and cash equivalents 

A favourable balance sheet closing date produced a temporary surge in net cash and cash equivalents from 

R1,563 billion to R2,619 billion and should be read with the increase in trade creditors.  

OPERATIONAL REVIEW 

The Group experienced, both in turnover growth and profitability, a buoyant first half. Turnover increased by 

21,7% to R23,260 billion while trading profit was boosted 42,2% to R1,020 billion from R717 million in the 

corresponding period. This should be seen within the context of a food retail sector that grew strongly, 

although the Group’s rate of growth enabled it to increase market share. A number of factors contributed to 

the substantial improvement in sales: the emerging middle class continued to be a strong economic driver; 

the extended interruption in the operation of the national Lotto - which siphons considerable cash out of the 

market - channelled some of that income into retail, while there are increasing indications that more and 

more money from the extensive informal sector is finding its way into the formal sector. There is every 

evidence that the Group’s wide product and service offering that includes pharmacies, liquor outlets and 

Money Market services, is appealing increasingly to consumers of all income groups. To capitalise on this 

support, services and aspirational product ranges were extended, IT applications expanded and the Group-

wide refurbishment programme accelerated to enhance consumers’ shopping experience.  

Most new supermarkets – 38 were added in the 2007 calendar year - were opened in predominantly under-

serviced residential areas. All of them are performing ahead of budget.  

 

 

RSA supermarkets  



The Group’s supermarket operation in South Africa, encompassing three chains - Shoprite, Checkers and 

Usave - forms the core of the business and grew sales by 22,1% to R18,449 billion. The increase in the 

number of customer transactions was satisfactory and the growth in basket size was in line with the Group’s 

internal inflation. All three major chains contributed to the overall 1,3% market share increase to 28,8%. 

The Group now operates 523 stores country-wide, having opened 17 during the reporting period.  

Shoprite 

Shoprite, with 301 local stores increased turnover by 27,3% to R11,049 billion. Its low-price positioning 

proved highly attractive to consumers, battered by cost increases and it benefited considerably from 

consumers buying down, as is evident from the strong increase in the number of customer transactions. At 

the same time, its traditional customer base not only remained loyal but also grew in actual numbers. 

Shoprite’s market share gain was the highest in the Group. The chain’s growth must, however, be viewed 

against the background of the inhibiting effect industrial action had on turnover in the corresponding period . 

Even allowing for a correction following that disruption, the results for the first six months still provide 

strong evidence of a first-rate achievement.  

Checkers 

During the review period Checkers continued upgrading stores, refining product choice and improving 

customer relations and service delivery to satisfy the demands of a more exacting customer base. A strong 

growth in Checkers, which was hardly, if at all, affected by the industrial action of 2006, was again reported, 

although Checkers was not entirely exempt from some of the fall-out from the downturn in the South African 

economy. It nevertheless grew turnover 13,4% to R6,912 billion in its 139 stores while increasing the 

number of customer transactions and the value per transaction. 

Usave 

This small-format, no-frills discounter of mainly hard groceries continues to achieve substantial growth in all 

areas of its business. Its main focus is on growing its number of outlets, now standing at 83 and on 

increasing its number of higher-margin private labels, which now top 100 item lines. During the review 

period it boosted sales by 44,1%, due to a healthy increase in customer transactions and an increase in the 

value per transaction. 

Supermarkets outside South Africa 

In rand terms, the Group’s operations outside of South Africa still represent roughly 12% of sales and 

trading profit. The decision to concentrate on the oil rich western coast of Africa seems to be correct. The 

established countries also produced good results. During the review period the Group finally opened its first 

supermarket in Ghana, delayed by a fire in the previous financial year. Located in a modern retail mall in 

Accra, it is exceeding expectations. In neighbouring Nigeria, the Group has bought land in Lagos for a 

second supermarket and is securing further sites. In addition, the Group acquired two sites in the 

Democratic Republic of Congo for development. 

OK Franchise 

In line with the rest of the food industry, the Franchise Division did well, increasing turnover by 17,7%. 

Operating off an increasingly stable franchise holder base, the division focused strongly on marketing the 

benefits of membership to small independent retailers, especially those in an urban environment, thus 

complementing its strong rural presence. What was particularly pleasing was the increase in the loyalty of 

existing franchise holders as measured by the percentage growth in purchases from the Group. The number 

of franchise holders now stands at 256. 

Furniture 



The cumulative impact on consumers of higher interest rates, fuel prices and food costs, was nowhere felt 

more strongly than in the market for durable and semi-durable goods. In contrast to the food sector, the 

market for durable goods such as home appliances and entertainment products still experienced virtually no 

inflation, forcing traders to continue chasing unit sales, discounting heavily in a highly competitive 

environment, to boost or even just maintain turnover figures. The Group’s Furniture Division managed to 

grow sales by 3,2%, but at the expense of margins, resulting in a drop of 19,0% in trading profit. Under the 

circumstances the Furniture Division weathered these difficult conditions well by running a very tight ship 

with strict stock management, a reduced debtors’ book and low exposure to bad debt. During the review 

period 15 new stores were added to bring the total number of outlets to 229.  

GROUP PROSPECTS AND OUTLOOK 

The Board does not expect the very good results of the first half of the financial year to be maintained for 

the full year. Although the food sector does not feel the effects of an economic downturn as immediately or 

acutely as some other sectors, it is not immune to it. Global pressures are also expected to impact on the 

local economy and the outlook is bound to worsen further, especially in the short term, particularly as the 

effects of the present energy crisis are experienced more widely in all sectors, from agriculture to heavy 

industry. Because of the Group’s experience of trading in Africa where erratic power supply is the order of 

the day, it took the precaution in time of providing adequate stand-by power for its outlets in order to 

operate without interruption.  

CORPORATE GOVERNANCE  

The Group is committed to the principles embodied in the Code of Corporate Practice and Conduct in the 

King Report 2002 (“the Code”). The Group complies with the significant requirements incorporated in the 

Code and in the Listings Requirements of the JSE Ltd. 

DIVIDEND NO 118  

The Board has declared an interim dividend of 49,0 cents (2007: 35,0 cents) per ordinary share, payable to 

shareholders on Monday 17 March 2008. The last day to trade cum dividend will be Friday, 7 March 2008. As 

from Monday, 10 March 2008, all trading of Shoprite Holdings Ltd shares will take place ex dividend. The 

record date is Friday, 14 March 2008. Share certificates may not be dematerialised or rematerialised 

between Monday, 10 March 2008, and Friday, 14 March 2008, both days inclusive. 

ACCOUNTABILITY 

THESE CONDENSED CONSOLIDATED INTERIM RESULTS HAVE BEEN PREPARED IN ACCORDANCE WITH 

INTERNATIONAL FINANCIAL REPORTING STANDARDS (“IFRS”), IAS 34: INTERIM REPORTING, AND 

SCHEDULE 4 OF THE SOUTH AFRICAN COMPANIES ACT (ACT NO 61 OF 1973), AS AMENDED. THE 

ACCOUNTING POLICIES ARE CONSISTENT WITH THOSE USED IN THE ANNUAL FINANCIAL STATEMENTS 

FOR THE FINANCIAL PERIOD ENDED JUNE 2007, WITH THE FOLLOWING EXCEPTIONS: 

 WITH THE INTRODUCTION OF NEW ACCOUNTING STATEMENT IFRS 7: FINANCIAL INSTRUMENTS: 

DISCLOSURES AND THE AMENDMENT TO IAS 1: PRESENTATION OF FINANCIAL STATEMENTS: 

CAPITAL DISCLOSURES, ALL RELATED ITEMS IN THE GROUP ARE NOW PRESENTED IN 

ACCORDANCE WITH THESE STATEMENTS. THESE STATEMENTS REQUIRE RETROSPECTIVE 

APPLICATION AND HAD NO SIGNIFICANT EFFECT ON THE GROUP’S RESULTS. 

 THE CALCULATION FOR HEADLINE EARNINGS WERE ADJUSTED RETROSPECTIVELY IN TERMS OF 

SAICA CIRCULAR 8/2007: HEADLINE EARNINGS. THIS RECALCULATION HAD THE FOLLOWING 

EFFECT ON THE COMPARATIVE INFORMATION PREVIOUSLY PRESENTED: 



 

 



 



 



 



 

BY ORDER OF THE BOARD  

C H WIESE 

CHAIRMAN  

J W BASSON 

CHIEF EXECUTIVE  

18 FEBRUARY 2008  

DIRECTORATE  



EXECUTIVE DIRECTORS 

JW BASSON (CHIEF EXECUTIVE), CG GOOSEN (DEPUTY MANAGING DIRECTOR), B HARISUNKER, AE KARP, 

EL NEL, AN VAN ZYL, BR WEYERS 

NON-EXECUTIVE DIRECTORS 

CH WIESE (CHAIRMAN), JJ FOUCHÉ, TRP HLONGWANE, JA LOUW, JF MALHERBE, JG RADEMEYER 

ALTERNATE DIRECTORS 

JAL BASSON, M BOSMAN, PC ENGELBRECHT, JD WIESE 

COMPANY SECRETARY 

AN VAN ZYL 

ADMINISTRATION 

REGISTERED OFFICE 

CNR WILLIAM DABS AND OLD PAARL ROADS, BRACKENFELL, 7560, SOUTH AFRICA.  

PO BOX 215, BRACKENFELL, 7561, SOUTH AFRICA  

TELEPHONE: +27 (0) 21 980 4000· FACSIMILE: +27 (0) 21 980 4050· WEBSITE: 

WWW.SHOPRITEHOLDINGS.CO.ZA  

TRANSFER SECRETARIES 

SOUTH AFRICA 

COMPUTERSHARE INVESTOR SERVICES 2004 (PTY) LTD, PO BOX 61051, MARSHALLTOWN, 2107, SOUTH 

AFRICA  

TELEPHONE: +27 (0)11 370 5000· FACSIMILE: +27 (0)11 688 5238· WEBSITE: 

WWW.COMPUTERSHARE.COM 

NAMIBIA 

TRANSFER SECRETARIES (PTY) LTD, PO BOX 2401, WINDHOEK, NAMIBIA  

TELEPHONE: +264 (0)61 227 647· FACSIMILE: +264 0(61) 248 531 

ZAMBIA 

LEWIS NATHAN ADVOCATES, PO BOX 37268, LUSAKA, ZAMBIA  

TELEPHONE: +260 (0)1 223 174· FACSIMILE: +260 (0)1 229 868 

SPONSORS 

SOUTH AFRICA  

NEDBANK CAPITAL, PO BOX 1144, JOHANNESBURG, 2000, SOUTH AFRICA 

TELEPHONE: +27 (0)11 295 8602· FACSIMILE: +27 (0)11 294 8602· WEBSITE: WWW.NEDBANK.CO.ZA 

NAMIBIA 

OLD MUTUAL INVESTMENT GROUP (NAMIBIA) (PTY) LTD, PO BOX 25549, WINDHOEK, NAMIBIA  

TELEPHONE: +264 (0)61 299 3527· FACSIMILE: +264 (0)61 299 3528  

ZAMBIA 

LEWIS NATHAN ADVOCATES, PO BOX 37268, LUSAKA, ZAMBIA 

TELEPHONE: +260 (0)1 223 174· FACSIMILE: +260 (0)1 229 868 

http://www.computershare.com/
http://www.nedbank.co.za/


AUDITORS 

PRICEWATERHOUSECOOPERS INCORPORATED., PO BOX 2799, CAPE TOWN, 8000, SOUTH AFRICA 

TELEPHONE: +27 (0)21 529 2000· FACSIMILE: +27 (0)21 529 3300 

 


