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COMPANY :      AFRICAN DISTILLERS LIMITED

SECTOR     :     CONSUMER
final results to 30 June 2006

Historic financial highlights
(Revalued currency)

	12 months to 30 June 
	2006
	2005
	% Change

	Turnover ($m)
	1,463
	214
	584

	Expenses ($m)
	411
	48
	756

	Operating income ($m)
	544
	95
	473

	Interest received ($m)
	37
	9
	311

	Income before tax ($m)
	581
	105
	453

	Attributable income ($m)
	397
	73
	444

	Headline earnings per share ($)
	4.47
	0.84
	432

	Dividend per share ($)
	-
	0.15
	-


Comment on results

(Revalued currency)

Afdis recorded a decline in sales volumes and growth in earnings was below average inflation rate for the period. Turnover went up by 584% to $1,463 million and interest received amounted to $37 million, an increase of $311% on last year.  Attributable profit increased 444% to $397 million, which resulted in headline earnings per share increasing by 432% to $4.47 

The demand for Afdis products was buoyant in the period being reported but the shortages of spirits resulted in sales volumes down by 22%. Trading margins were down 2%. There was however good contributions from the products produced with the fermentation facilities at Stapleford, which are not dependent on local spirits supplies. A total of $548 million cash was generated from trading of which $321 million was invested into working capital, especially inventory whilst $61 million was invested in the maintenance and improvement of infrastructure. 

Operating prospects 

With inflationary pressures still on the high side, and consumer disposable incomes should remain strained into the future. The company also started the year with a strong balance sheet and reasonable cash resources. 

The main strength of the company lies in the company’s brands and excellent distribution network. Management will continue to build brand loyalty so that they will benefit in the event of an upturn in the economy.

The company has managed to conserve cash and any prospective investments that may arise; management will be able to fund such project. 

The measures announced by the Central Bank governor recently should take image in the next few months. 

Recommendation 

Afdis recorded a decline in volumes during the period under review, which is an indication of the likely trend for most companies. However when looking at the cash position and the balance sheet of the company, it is likely to benefit a lot in the event of a stabilisation of the economy. Afdis has a very strong product portfolio and will benefit from this diversified brand portfolio. Medium to long term HOLD. 

Patrick Saziwa

patricks@kingdom.co.zw
(0263) 04 7498811-4

This report has been prepared by Kingdom Stockbrokers (Private) Limited for dissemination to private clients, and is for general information purposes only. The report and its content do not constitute an offer to buy or sell any securities of any companies mentioned herein. Every effort has been made to ensure that the content is accurate, however, no responsibility or liability of any kind can be accepted by Kingdom Stockbrokers (Private) Limited, any of its directors, employees or associates for any loss or damage whatsoever that may directly or indirectly result from any advice, opinion, information, representation or omission, whether negligent or otherwise, contained in this report.   Recipients of this report shall be solely responsible for making their own independent investigation into the business, financial condition and future prospects of any companies referred to in this report.










KINGDOM STOCKBROKERS (PVT) LIMITED

Postal Address     :  PO Box CY 3205, Causeway, Harare, Zimbabwe

Registered Office :  10th  Floor Karigamombe Centre, 53 Samora Machel Avenue, Harare Zimbabwe

Telephone            :   749948/49/50  749400/2   758226

E-Mail                 :  ksb@kingdom.co.zw
3
Kingdom Stockbrokers
2
[image: image2.wmf]

[image: image2.wmf]