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           Company Update

COMPANY :    CAIRNS HOLDINGS LIMITED

SECTOR    :     CONSUMER
final results to 31 august 2006

Historic financial highlights


	12 months to 31 August 
	2006
	2005
	% Change

	Turnover ($000)
	5,700,744
	628,975
	806

	Operating profit ($000)
	1,709,338
	198,114
	763

	Finance costs ($000)
	(62,032)
	(3,989)
	1455

	Pretax profit ($000)
	1,647,306
	194,125
	749

	Attributable profit ($000)
	1,102,936
	134,412
	721

	Earnings per share ($)
	5.64
	0.75
	652


Comment on results 
High finance charges continue to affect Cairns operations. The company had a net turnover figure of $5,701 million, an increase of 806% on the prior year and there were finance charges amounting to $62 million, a huge increase of 1455% on the same period last year. Attributable earnings increased 721% to $1,103 million, which resulted in an increase in earnings per share of 652% to $5.64.  The inflationary conditions led to a depressed demand for the company’s products. There was a 26% decline in volumes due to depressed demand and a shortage of raw materials. In terms of turnover contribution, foods contributed 71% and charhons 29%. There was an increase in exports of 6% despite the inadequate supplies of raw materials that the company had.  

Operating prospects

Cairns faces huge challenges ahead in the form of depressed demand and shortages of foreign currency to purchase the needed inputs. As a result of the hyperinflationary environment, the company finds it difficult to increase sales volumes like has been the trend with most companies that are recording a drop in volumes. To achieve real growth in earnings is a challenge but the company will continue to employ strategies that can attract consumers by delivering value for money products. The economic conditions have remained depressed during the period under review and the outlook is quite difficult to predict. Management will however focus on efficiency in productivity. 

Recommendation 

Volumes traded continue to deteriorate and we expect this to continue into the coming financial year. Despite this, Cairns has managed to produce good profits for the period under review. Cairns has a very strong brand name and medium to long term investors should Increase their holdings in the company.

Patrick Saziwa
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