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COMPANY:     ZIMPAPERS

SECTOR   :     CONGLOMERATE
interim results to 30 june 2006

Historic financial highlights

	6 months to 30 June 
	2006
	2005
	% Change

	Turnover ($m)
	1,703,476
	183,371
	829

	Gross profit ($m)
	1,044,226
	116,525
	796

	Other operating income ($m)
	28,139
	3,017
	833

	Operating profit before finance charges ($m)
	271,052
	22,695
	1094

	Financing costs ($m)
	(26,464)
	(1,991)
	1229

	Operating profit ($m)
	244,588
	20,703
	1081

	Profit before taxation ($m)
	244,588
	20,703
	1081

	Net profit ($m)
	145,443
	12,435
	1070

	Basic earning per share ($)
	252.50
	21.59
	1070


Comment on result
Zimpapers has continued to record a fairly good set of results for the period to 30 June 2006. Turnover increased 829% to $1.7 trillion and other operating income amounted to $28 billion. Finance charges increased 1229% to $26.5 billion due to high interest charges. Net profit increased 1070% to $145,443 million, which resulted in an increase in basic earnings per share of1070% to  $252.50. 

Forex shortages resulted in the group being unable to liquidate its foreign debt and an unrealized exchange loss of $40 billion was charged to the accounts. 

Newspaper division was affected by erratic supply of fuel and what was available was at exorbitant prices and it affected distribution. There was a huge increase in import costs, which was not fully passed to readers. 

Commercial division was affected by shortages of forex for maintenance programmes. Despite the challenges, the division’s performance continued to improve. Zimpapers is now a one-stop shop for all printing requirements. Export opportunities are still being pursued. 

Operating prospects 

Zimpapers is to continue its mission of improving and leadership in the market. It is expected that this trend will continue into the future. Cost containment is a strategy that the company should pursue given the continued fall in disposable incomes.
Commercial Printing division will pursue opportunities in the region and already they have identified them in Angola. 

There are also plans at an advanced stage to change newspapers from broadsheet to tabloid in line with international trends and will give the paper good appeal and be more user friendly. 

Recommendation 

Zimpapers has continued to post a fairly good set of results. Currently trading at a price of $2.6 and a historic PE ratio of 8.2x when compared to the industrial average PE ratio of 33.7x. These ratios are fairly cheap. Long term  HOLD
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