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Results Summary
Revenue
R4,308m (FY ‘17: R4,312m)
(0,1%)
Operating profit
excl. impairments and profit/(loss)
on disposal of assets

R501m
(5,3 %)

(FY ’17: R529m)

Headline earnings per share
102,9c (FY ‘17: 110,8c)
(7,1 %)

Dividend
52 cps (FY ‘17: 56 cps)
(7,1%)
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Business Features – For Financial Year Ended 31 March 2018
Core EBIT FY2017:
R537m

Core business

- R118m

Print volumes under pressure, with volumes declining by 11% during the year.
While GP margins remain stable, the inability to immediately remove
overheads from the business is impacting profitability. Significant stepped
changed has been implemented in April 2018.

Exchange rate

+ R38m

Significantly improved scenario to 2018, leading to better pricing points.

+ R9m
Growth
initiatives

+ R13m

Labels: Much improved result as a result of significant revenue growth and
efficiencies realised during the year.

+ R25m

Novus Print Solutions: Business returning to profitability following a very
disruptive 2017 year.

+ R3m

+ R16m

Acquisitions

Tissue: Improved result, but still loss-making due to being in project phase for
majority of the year. Plant fully operational from January 2018.

Africa non-print: No single significant project, but traction gained, projects
benefited other segments.
ITB acquisitions concluded, effective 01 October 2017.

Core EBIT FY2018:
R523m
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Group Overview

R’000

REVENUE

FY15

FY16

FY17

FY18

4 261

4 175

4 312

4 308

• Printing revenues (84% of overall revenue) remained under
pressure due to volume declines on all product categories with
an overall tonnage decline of 11,5%.
• The acquisition of ITB Plastics (ITB) resulted in an additional
R265m being contributed by the Packaging segment.
• Labels revenue increased by 62% year-on-year
• Diversified operations increased their revenue contribution
from 8% to 16% year-on-year.

5 000
4 500
4 000

GROSS MARGIN

3 500
3 000
2 500

30,2%
27,4%
26,2%

25,6%

2 000
1 500

1 000

635

651

529

500

501

0

• Favourable exchange rate aided the gross profit.
• FY2017 capacity reductions impacted the current year
employee costs and depreciation charge positively.
• This was offset slightly by retrenchment costs incurred during
March 2018, positive impact to be realised in 2019.
• Additional volume throughput in the labels division as well as
inclusion of ITB improved the labels and packaging profit.
• Tissue delivered a disappointing result, as it is not yet
operating at full capacity and efficiency.

OPERATING PROFIT
Revenue
Operating Profit (Excl capital items*)
Gross Profit %

Financial year ended 31 March 2018
* Profit / (loss) on disposal of assets and impairments.
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• Operating profit % for the year decreased by 0,7%.
• Operating expenses were well contained, certain once-offs
caused operating expenses to increase by 8,6% during the
year.
• If once-offs were removed, the normalised inflationary
increase in operating expenses would have been 4,0%.
• Tissue, Labels and ITB costs have all increased in line with
increased activity.
FINANCIAL REVIEW
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REVENUE

Print Segment: Commentary

R’000

FY15

FY16

FY17

• Revenue in the Print segment declined by 8,8%
compared to prior year.
• Volumes declined by 11,5% across product categories
compared to prior year.
• Significant volume declines on magazines and newspaper
publications.
• Print segment’s revenue contribution to the Group reduced to
84% during the year (92% in prior year).

FY18

4 500
4043

3918

4 000

32,3%

3987
3636

GROSS MARGIN

3 500
3 000
2 500
28,7%

2 000
1 500

27,9%

• Print gross profit margin increased by 1,1% point to 28,7%.
• Improving exchange rates impacting paper imports positively.
• Alternative sources of newsprint paper yielding pricing and
quality benefits.
• Benefit of costs removed from business in FY2017 (Coldset
depreciation savings), offset marginally by retrenchment
accruals in March 2018.

27,6%

OPERATING PROFIT

1 000

625

685

575

500
0
Revenue

Operating Profit (Excl capital items*)

Financial year ended 31 March 2018
* Profit / (loss) on disposal of assets and impairments.
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• Lower revenue levels experienced have negatively impacted
operating profit in Print.
• This segment has also seen operating expenses measured as
% of revenue increase from 13,2% to 15,0%.
• This increase of 1,8% has mainly been as a result of:
• Retrenchment costs
Gross Profit %
• Legal/professional fees relating to DBE tender.
• Additional storage required for imported paper stock.
• Client retention costs, marketing and promotions.
• NPS more than doubled its gross profit and returned to a
positive EBIT.
505
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REVENUE

Tissue Segment: Commentary

R’000

FY15

FY16

FY17

FY18

200
150

• Driven by increased capacity utilisation as tonnage
increased by 49%.
• Refurbishment and upgrade of tissue mill 1 meant that some
capacity was lost during the latter part of the 2017 calendar
year.
• Full production only possible from December 2017 due to
TM1 and TM2 commissioning process concluding later than
expected.

174
14,4%

155

144

GROSS MARGIN

116

• The gross profit margin in Tissue segment improved slightly
but remained negative.
• Division operating at suboptimal capacity utilisation, this has
hampered profitability and the ability to achieve break-even
on a gross and operating margin level.

100
1,6%

50
0
-1

-10,9%

-19

(50)

-15,7%

-62

-52

(100)
Revenue

Operating Profit (Excl capital items*)

Financial year ended 31 March 2018
* Profit / (loss) on disposal of assets and impairments.
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Gross Profit %

OPERATING PROFIT
• The operating loss in Tissue reduced marginally from FY2017.
• The division managed to reduce operating expenses year-onyear.
• Operating expenses measured as % of revenue decreased
from 24,6% to 19,0% during the year.
• This decrease of 5.6% has been mainly as a result of:
• Reduced property costs, as well as marketing and
promotions related expenditure. (Both expenses related to
the converting operation sold in Aug 2017).
• Increased provisions for bad debts were made in FY2018
for potential bad debt expenses on new customers, as this
division drives additional revenue to fill capacity.
• Monthly EBITDA break-even achieved in February 2018.
FINANCIAL REVIEW
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Packaging Segment: Labels Commentary

R’000

FY15

FY16

FY17

REVENUE

FY18

• Focus on business development initiatives resulted in
revenues increasing by 61,9% from prior year.
• Africa sales of R45m (prior year R41m) were achieved,
predominantly in wet glue labels for alcoholic beverage
application
• A new digital label press was acquired and was installed
during April 2018.

250
210
200

24,7%

24,2%

150

130

18,3%

113

102

GROSS MARGIN

100
50
13

10

• Management continues extracting efficiencies through
improved production processes.
• Higher capacity utilisation achieved a better recovery rate,
continued volume increases will extract further gains.

28

0

OPERATING PROFIT

-7,3% -16

(50)
Revenue

Operating Profit (Excl capital items*)

Financial year ended 31 March 2018
* Profit / (loss) on disposal of assets and impairments.
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Gross Profit %

• Strong operating profit growth during the year, as both of its
flexible and gravure printing divisions increased throughput
substantially over the period.
• Operating expenses measured as % of revenue increasing
from 8.0% to 11.4% during the year. This was due to:
• The non-repeat of a prior year reversal of a provision for
bad debts.
• Staff costs increased at below-inflation levels during
FY2018, which benefited the expense ratio against the
significant increase in revenues.
FINANCIAL REVIEW 10

Packaging Segment: ITB Commentary

R’000

FY18

REVENUE
• Business generated satisfactory revenue of R265m for
the six months that it was part of the Group.
• The business experienced disruptions due to the relocation of
equipment to a consolidated location.

300
265
14,0%

250

GROSS MARGIN

200

• Gross profit levels at 14,0% are lower than elsewhere in the
Group, exacerbated by the disruptions experienced due to
the relocation of equipment.
• The introduction of additional capacity, set to increase total
extrusion and printing capacity by 20%, was installed during
the year.
• The full capacity levels have not yet been achieved, and thus
put additional strain on the gross profit.

150
100
50
14
0

OPERATING PROFIT
Revenue

Operating Profit (Excl capital items*)

Financial year ended 31 March 2018
(Since acquisition in October 2017)
* Profit / (loss) on disposal of assets and impairments.
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Gross Profit %

• Expenses as % of revenue at 8,6% is significantly below the
group average.
• This is expected given the lower gross profit % associated
with this business.
• New product lines are being developed in partnership with a
significant customer at a cost. This will benefit 2019.
• It is the intention of the Group to grow this business unit
without significant further investment.
FINANCIAL REVIEW 11

Group Income Statement Summary (Financial year ended 31 March)
2018

2017

Revenue

R 4 308 m

R 4 312 m

(0,1 %)

▼

Gross profit

R 1 126 m

R 1 105 m

1,9%

▲

Gross margin

26,2 %

25,6 %

0,6 %

▲

Overheads

R 626 m

R 576 m

8,7 %

▲

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

R 501 m

R 529 m

(5,3 %)

▼

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

11,6 %

12,3 %

(0,7 %)

▼

Headline earnings per share
(Cents)

102,9 c

110,8 c

7,1 %

▼

Dividend per share
(Cents)

52,0 c

56,0 c

7,1 %

▼
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% CHANGE (Rounded)
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Cash Position Analysis
2018 R’m

2017 R’m

▲

662

Net property, plant, equipment and intangibles

-116 ▲

-236

Taxation paid

-169 ▲

-189

399

▲

236

-202

▼

11

-3

▼

-

-32

▲

-63

Dividends paid

-179

▲

-224

Net cash flow

-18

▲

-40

Opening cash balance

227

▼

267

Closing cash balance

209

▼

227

Cash generated from operations

Free cash flow
Acquisitions of subsidiaries, non-controlling interest
Other loans and receivables
Net loan & finance cost payments
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684

FREE CASH FLOW
• Cash generated from
operations improved largely
on the back of reduced
working capital outflows
during FY2018.
• Significantly reduced capital
expenditure, as tissue and
labels projects were
completed during the period.
• Maintenance capex remains
within previously guided
ranges.

NET CASH FLOW
• Acquisition of ITB resulted in a
payment of R202m during the
year (initial price plus
overdraft acquired). A partial
payment of R42m was paid 01
June 2018.
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Capital Expenditure

R’m

FY15

FY16

FY17

• Majority of the R87m capex was incurred on Tissue,
as project to refurbish tissue mill one was completed
during the year, together with carry-over project
spend from FY2017.
• Capital expenditure on Labels related to additional
pre-press and post-press capacity to enhance our
client offering.
• Capex committed to on Labels related to digital labels
press, commissioned during April 2018 (R20m).

OTHER

PRINT

• Expansion capex in FY2018 was kept to a
minimum, with majority of spend relating to
securing uninterrupted water supply in Cape
region.
• Maintenance capex remained within ranges
previously communicated.

FY18

R’m

250

250

200

200

150

36

36

50
0

100

FY16

FY17

FY18

118

61

6

0

26

Maintenance

Expansion

137

150

70
60

100

FY15

52

50
80

48
Maintenance
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64
Expansion

15

0

17
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- Print
- Tissue

TISSUE

The following impairments have
been raised during the year as we
right-size our operations:

PRINT

Right-sizing of the Business Units

R201,9m
R170,2m

• Right-sizing of operations and capacity
removed by way of the following:
• Closure of PCS PMB;
• PCS JHB equipment mothballing;
• Continued streamlining of Heatset /
Coldset post merge.
• Ongoing production and procurement
efficiencies.
• Reduction / control of fixed expenses.
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• Revised tissue business model
following final implementation of
operations resulted in impairments of
R170,2m to this division.
• Currently assessing whether the
division is able to achieve the target
return on investment and failing
which, we would consider selling this
investment.

CURRENT MATTERS 15

OPERATING
REVIEW

NOVUS HOLDINGS | 2018 ANNUAL RESULTS

Revenue Contribution: Print Product Category

CATEGORY

SHARE OF GROUP
REVENUE 2018

SHARE OF GROUP
REVENUE 2017

Magazines

15,6 %

19,4%

(19,6%)

▼

Newspapers

18,6%

20,7%

(10,3%)

▼

-%

-%

Security Products

VOLUME
GROWTH/(DECLINE)

-

Retail Inserts & Catalogues

28,3%

29,1%

(2,8%)

▼

Books & Directories

21,9%

23,3%

(6,1%)

▼
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The Print division
remains at the core
of Novus Holdings and
contributed 84% to
Group revenue.
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Revenue Contribution: Packaging and Tissue Product Category

SHARE OF GROUP
REVENUE 2018

SHARE OF GROUP
REVENUE 2017

Labels

4,9%

3,1%

ITB

6,1%

-%

-

Tissue

4,1%

3,6%

49,0% ▲

Security Products

0,6%

1,0%

-

CATEGORY

AFRICA SALES (BEYOND SA, ALL CATEGORIES OF REVENUE):
For the year ended 31 Mar 2018: R94m (2017: R90m)
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VOLUME
GROWTH/(DECLINE)

99,1%

▲

This segment currently
contributes 16,0% of
revenue and is growing
strongly.
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OUTLOOK
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• Print volumes continue to decline in
line with general industry trends.
• The strong retail relationship provides
the opportunity to innovate solutions
along with customers.
• Following the successful consolidation
of the Heatset and Coldset divisions,
the team are highly motivated to
mitigate against volume decline with a
unified and integrated sales approach.
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• Tissue is finally at a stage where the
actual process can be tested against
market needs and production
expectations.
• It has been concluded that the initial
plan led to over-capitalisation and the
market has moved since project
initiation.
• The business must now move to
positive earnings through process
optimisation and correct market
positioning.
• Management believes that a positive
return is feasible.

PACKAGING

TISSUE

PRINT

Segment Updates / Focus Areas

• Continued growth and improved
contribution from Labels is very
pleasing and is destined to continue.
• While we have entered the flexible
packaging space with a good
acquisition, it is essential that we now
build critical mass.
• ITB has additional capacity in a
competitive market.
• Future prospects will be carefully
targeted.
• The media’s focus on plastic and the
environment is well considered. The
division is best managing stakeholder
education regarding recyclability / reusability of products, and constantly
explore innovations in this regard.
OUTLOOK 20

Group Outlook
1

2

3

The environment remains
challenging as most markets are
still feeling the effect of a
constrained economy. The general
maturity of print must be
managed against this background,
this mature business will remain
cash generative during this phase.

While the general economic
outlook remains constrained ITB
enjoys recognition as an innovator
and this draws attention from our
customers. The modern
equipment investments during
FY2018 provide a good base for
volume growth.

The recent Print merge and
rationalization is part of an
ongoing process and while that
process continues, strategic
management will shift the
emphasis to new products and
opportunities.

5

4

Much has been said about a
diversification strategy but the
true success of this process will
depend heavily on acquisition
targeting, vigorous due diligence
and merger implementation of
correctly priced transactions.

Management must accept that
resources have not yet been fully
stretched and this needs to
become routine as we extract
more from less to increase
competitiveness while still
delivering good returns.
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STRATEGY GOING FORWARD 21

QUESTIONS
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Investor Relations Contacts
+27 21 550 2500
Investor.Relations@novus.holdings
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