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Company Update
COMPANY:              CAFCA LIMITED

SECTOR    :             INDUSTRIAL


interim results to 30 june 2006

Historic financial highlights 

	6 months to 30 June 
	2006
	2005
	% Change

	Turnover ($m)
	921,083
	843,493
	9

	Domestic ($m)
	903,067
	478,750
	89

	Export ($m)
	18,016
	364,743
	-95

	Operating (loss)/Profit  ($m) 
	23,122
	(68,422)
	-

	Finance charges ($m)
	30,816
	(45,847)
	-

	Profit before tax ($m)
	274,749
	390
	10348

	Profit after tax ($m)
	231,423
	5,850
	3856

	Earnings per share ($)
	7,172
	181
	3862


Comment on results

CAFCA has continued to record profits with turnover increasing by 9% to $921 billion and domestic turnover increased by 89% to $903 billion. There was a net finance income of $31 billion up from a finance charge of $68 billion. After tax profit amounted to $231 billion which resulted in an increase in earnings per share of 3862% to $7,172. 

An increase in operating profit was due to improved margins and low cost base. Margins were up from 18% to 34% due to a reduction in imports where margins were lower. The company ended the period with a net cash position of $17 billion, down from a year end position of $59 billion due to outflows used to fund stock increases. 

High inflation pressures, forex shortages and low capacity utilization are negatively affecting CAFCA. It has difficulties in accessing forex for the importation of copper for the production of cables for the local market. Therefore, the company could not meet local demand for cables. 

Domestic volumes were down 58% while export volumes were also down 98% year on year. Currently the company is not exporting as the forex retention is not sufficient to meet raw materials content of the exported goods.  

Operating prospects
The outlook for the company remains challenging due to the uncertainties of the company’s ability to obtain the necessary raw materials. The major threat to the company business is the availability of forex, which remains challenging in as far as importation of raw materials is concerned. 

There is also the threat of inflationary pressures on domestic market, which affects disposable incomes. CAFCA is also pursuing an export initiative with the relevant authorities. 

Recommendation 

The availability of forex remains critical to the operations of the company and that has to be complemented by a competitive exchange rate. Medium to long term HOLD.
Patrick Saziwa
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