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Group at a Glance

Number of full-time employees helping to
ensure our leadership position in the industry:
2003 (FY15: 1915)
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2016 In Context
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Business Highlights
Acquisition

Digital Print Solutions was acquired in May 2015 to diversify the Group’s revenue streams,
and was amalgamated with Paarl Media Paarl in November 2015 to form Novus Print
Solutions.

Repositioning

Labels was repositioned within the Heatset division, and Tissue now forms part of the
management structure of the Coldset division.
*Please note that Tissue and Labels are categorised as the "Other” segment for financial
statement purposes.

Effective Hedging

Proactive management of the fluctuating exchange rate enabled positive pricing points
that matched the cost of raw materials and exchange rates, resulting in optimised margins.

Cost Savings

Significant cost savings were achieved through lower waste, higher productivity and
proactive maintenance plans.

Recognition

Novus Academy was recognised at the Fibre Processing & Manufacturing Sector Education
and Training Authority (FP&M SETA) Skills Development Recognition Awards 2014/2015 for
Best Practice Workplace Provider in the Apprenticeships category.

5

Results Summary

Revenue

Headline Earnings

R4 175m (FY15) R4 261m

139,9c (FY15) 127,6c

2,0%
Dividend
per share

70c

(FY15) 64c

9,4%

per share

9,6%
Operating profit
excl. impairments and profit/(loss) on
disposal of assets

R651m (FY15) R635m

2,5%
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Financial Review
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Income Statement Summary
2016

2015

Revenue

R4 175m

R4 261m

-2,0%

Gross Profit

R1 260m

R1 169m

7,7%

Gross Margin

30,2%

27,4%

2,8%

Fixed Overheads

R609m

R534m

14%

Operating Profit

R651m

R635m

2,5%

15,6%

14,9%

0,7%

139,9c

127,6c

9,6%

70c

64c

9,4%

(Excluding impairments and profit/(loss) on disposal of assets)

Operating Margin
(Excluding impairments and profit/(loss) on disposal of assets)

Headline Earnings Per Share
(Cents)

Dividend Per Share
(Cents)

% Change (Rounded)
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Cash Position Analysis
Item

2016 (Rm)

2015 (Rm)

Cash Generated from Operations

720

802

Net Property, Plant,
Equipment and Intangibles

-214

-178

Taxation Paid

-178

-173

Free Cash Flow

328

451

Acquisitions and Investments

-68

-104

Dividends Declared and Paid

-205

0

Loan Payments and Net Finance Costs

-70

-104

Net Cash Flow

-15

243

Opening Cash Balance

282

39

Closing Cash Balance

267

282

Debt

80

152

Continue to explore
growth opportunities,
supported by a firm cash
position and capacity to
raise debt.
•

Cash Conversion
Ratio: 72,0%
(FY15: 97,2%)

•

Net Return on Total
Assets: 12,4%
(FY15: 10,9%)

•

Operating Return on
Net Assets: 22,5%
(FY15: 22,9%)

•

Debt Equity Ratio:
2,9%
(FY15: 5,9%)
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Print Segment: Highlights
Rm

Revenue:

4500
4000

R3 898m

R4 043m

•

R3 918m
35%

3500
32%

3000

Gross Profit Percentage positively impacted
by:

29%

2500

•
•
•
•

2000
1500
1000

Decline in line with volume pressure mainly on
newspapers and magazines.

R657m

R625m

R685m

500

Positive impact of forex.
Foreign paper pricing adjustments.
Mix of work yielded better margins.
Continued efficiency and productivity
programmes.

Operating Profit:
•

0

FY14
Revenue
Gross Profit %

FY15

FY16

Operating Profit exc. Capital Items

•

Increase of 9,5% in line with the gross margin
improvement.
Operating profit impacted by higher share based
compensation charges of R18m.
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Other Segment: Highlights
Revenue:

Rm

• Increase of 17,6% in revenue encouraging but
lagged expectations.
• Delay in the tissue capital expansion programme
stunted revenue growth, whilst increasing costs
were experienced.
• Flexibles/labels capital expansion programme
delivered on schedule.
• Process of on-boarding new label clients taking
longer than expected.

300
R256m

31%

250
R218m

200
22%

150
100

14%

R70m

50
R11m

R10m

0

-R34m

Gross Profit Margin:
• “Learning curve” with new label products and new
equipment increased material usage.
• Operational and quality issues in tissue production.
• Tissue raw materials and production mix not yet
optimised.

Operating Profit:

-50

FY14
Revenue
Gross Profit %

FY15

FY16

Operating Profit exc. Capital Items

• Major impact on operating loss is the decline in
gross profit margin.
• Currency devaluation and debt repatriation in
Mozambique.
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Capital Expenditure
Print

Other

Rm

Rm

300

300

250

250

200

200

150

R175m

100
50

150
R36m

R78m

R80m

50

R48m

0
FY15
Maintenance

•
•

R4m R4m

0
FY14

•

R137m

100

R60m

FY16

FY14

Expansion

Expansion capex in FY16 related to digital printing equipment,
building work to house the digital/sheetfed plant under Novus Print
Solutions and ballot printing equipment.
Government grants of R33m were received in respect of capital
expenditure in FY16.
A further R60m is expected on the digital project and R10m on
ballot equipment in FY17.

R52m
R17m

R6m

FY15

FY16

Maintenance
•
•
•

Expansion

Expansion capex in FY16 was for the packaging gravure
press and the tissue plant expansion, within expectations
Approximately R90m to be spent on tissue plant in FY17.
A further R30m is expected on expanding the flexibles
and labels offering in FY17.
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Factors affecting Performance

Foreign Paper Prices

Impact of the global oversupply of paper, leading to low hard currency
price increases.

Exchange Rate

Ongoing volatility of the Rand, mainly favourable for the year.

Waste Minimisation /
Productivity Maximization

Improved press utilisation and ongoing analysis of optimum productive
capacity aided profitability.

DBE Tender

Received additional revenue due to an increased demand for workbooks.

Labels and Tissue

Swing from operating profit to loss across the two units.
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Operating Review
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Print: Revenue
The print division remains at the core of Novus Holdings and contributed 94%
to Group revenue and 105% to Group operating profit excluding capital items.

Category

Share of Group
Revenue 2016

Share of Group
Revenue 2015

Comments

Magazines

20,6%

22,5%

• The market for magazines, as reported by the ABC, declined by 17,0% during the
2015 calendar year.
• Experienced a similar, but not as profound, negative trend in 2016.
• The volume decline can be ascribed to reduced print runs, the closure of magazines
and a decline in the pagination and circulation of existing magazines.
• Reduction in paper grammage of publications in order to minimise paper cost
increases.

Newspapers

21,9%

21,8%

• Newspaper volumes are subject to constant pressure due to decreased readership
related to digitalisation.
• ABC figures for 2015 indicate an 8,5% decline in the paid-for newspaper segment.
• This directly impacted on volumes reported by the Coldset division.

Security Products

1,7%

0,4%

• Experienced ad hoc allocation of work with the Ugandan elections being the most
significant.
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Print: Revenue
Category

Share of Group
Revenue 2016

Share of Group
Revenue 2015

Comments

Retail Inserts

29,0%

28,6%

• Total retail advertising spend across all advertising platforms increased by 9,5% year
on year. (TV, print, radio, outdoor, internet, cinema)
• Total retail print advertising share decreased from 25,4% to 22,9% as a result.

Books and
Directories

20,7%

21,6%

• Workbook volumes for the Department of Basic Education’s workbook project
delivered solid volumes.
• Directory volumes continue to experience declines due to growth in digitalisation

Africa Sales (beyond SA, all categories of revenue):
2016: R149m (2015: R92m)
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Print: Performance and Focus Areas
Performance
Revenue – net of intersegment revenue (R’000)
Operating profit – excluding impairments and profit/(loss) on disposal of assets (R’000)
Total Assets – net of intersegment assets (R’000)

2015: Key focus areas identified

2016: Progress made

2016

2015

R3 918 108

R4 043 480

R684 953

R625 083

R3 176 514

R3 221 824

2017: Key focus areas

Maintain profitability in challenging
economic and sector conditions.

Print profitability increased, despite
decreasing volumes and subdued
economic performance.

Extend leadership position in print
segment, maximising cash flows and
profitability.

Achieving the above through
streamlining operations.

Consolidation of Paarl Media Paarl and
Digital Print Solutions, as well as
record productivity and efficiency
achievements in the Coldset and
Heatset divisions, added to
profitability.

Achieve the above through enhanced
production efficiencies, effective
procurement practices and continuous
focus to match capacity with market
demand.

Introducing new technology to
increase efficiency and address new
markets.

Integration of digital print
technologies has been critical in
unlocking new markets.

Consolidate and deliver on the current
digital project and identify new
products and markets to advance
profitability.
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Other: Revenue

The division currently contributes 6,1% of revenue, but is the area
of biggest potential for the Group.

Category

Labels

Tissue

Share of Group
Revenue 2016

2,7%

3,4%

Share of Group
Revenue 2015

2,4%

2,7%

Comments
• Labels and flexibles operation now structured within Heatset printing division
effective 1 April 2016.
• Packaging gravure press project successfully completed.
• Market uptake of these products has been slower than anticipated.
• Available capacity and low market share in a growing market segment give good
headroom for growth.
• Tissue operation now under the Coldset management team, effective February
2016.
• Project and management deficiencies recognised and remedied.
• The current financial year represented the first full-year set of results for Correll
Tissue (compared to 10 months in 2015).
• With demand for tissue products outstripping current supply, the focus of the Group
remains on the successful implementation of additional mill and converting capacity.
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Other: Performance and Focus Areas
Performance

2016

2015

Revenue – net of intersegment revenue (R’000)

R256 409

R218 004

Operating (loss)/profit – excluding impairments and profit/(loss) on disposal of assets (R’000)

(R34 178)

R9 614

Total Assets – net of intersegment assets (R’000)

R520 727

R299 883

2015: Key focus areas identified

2016: Progress made

2017: Key focus areas

Expand capacity to gain market share
through flexible packaging capacity.

Entered wet glue market and
increased capacity through the
successful installation of a packaging
gravure press.

Acquire FMCG clients and extend the
labels offering to wraparound
beverage labels and canned goods
labels, whilst investigating other
flexible packaging opportunities.

Create additional tissue and
converting capacity.

Delays in the tissue expansion
project, including the managing of
challenging operational, raw material
and staffing issues.

Tissue Project delivery
Improve the operating profit margin
through increased volume, product
mix optimisation and efficient
production and procurement
practices, leveraging existing
infrastructure.
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Operating Challenges and Risks

Low economic growth forecasts.

Labour activism and skills shortage.

Key infrastructure failure.
(Eskom, water supply, etc.)

Exchange rate fluctuations.

Health and Safety incidents.
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Outlook & Strategy
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Outlook
1

2
Challenging operating
environment and
depressed economic
outlook with currency
volatility remains.

3
Continued volume
decline in most
traditional print
market segments.

7
Good cash flow and debt
capacity for
further diversification
prospects.

Match operational
capacity to market
demand through
continuous evaluation
of operations, align
productive capacity to
demand in order
to retain margins.

6

Currently have
low market share in the
Labels/Flexibles and
Tissue markets which
represent opportunities
in terms of market
share and overall
sector growth.

4
Matching equipment
type to market trends
in terms of print run
lengths and geographic
location.

5

SA market share
opportunities and
growth markets in
parts of Africa, such
as the Sub-Saharan
African donor-funded
educational and ballot
markets, remain a focus.
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Strategy

Extend leadership position and
maximise cash returns from
core print business.

Delivering on current
diversification projects.

Identifying new targets for investment
and diversification in suitable growth
areas, at the right price.
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Questions
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Appendix
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Investment Case
Cash flow

History of strong cash flow generation and cash conversion with low financial leverage.

Market position

Strong market position in an industry that benefits from operational leverage.

Facilities

Well-located, world-class production facilities on company-owned properties located in
close proximity to end markets and major economic hubs nationally.

Experience

Management team with extensive experience in the printing and manufacturing
industries.

Portfolio

An attractive diversified investment portfolio of sustainable growth assets.

Growth

Growth opportunities identified through accretive acquisitions and greenfield
opportunities both within its traditional business and other related areas.
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Product Offering
Retail inserts and Catalogues
•
•
•

Brochures, leaflets and catalogues
Reports and calendars
Retail inserts for the majority of
South African retailers

Newspapers
• Daily newspapers
• Weekly newspapers
• Community newspapers

Security Products
• Election ballots
• Examination materials and assessments
• Other security related printing

Magazines
• ABC-listed magazines
• Trade magazines,
• Club magazines
• Free-to-market magazines

Books and Directories
•

Workbooks for the Department of Basic
Education
• Hard and soft cover books for leading
publishers
• Telephone directories

Labels
•

High-quality self-adhesive, wet-glue
and wraparound labels for the wine,
beer, spirit, cosmetics, petrochemical,
food and beverage markets

Tissue
• One and two-ply toilet rolls
• Jumbo wadding
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Summarised audited
results for the year ended
31 March 2016
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Investor Relations
Contacts

Edrich Fivaz
and
Carrie Nixon
+27 21 550 2500
Investor.Relations@novus.holdings
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