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2010 
Statutory 
highlights
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Revenue    +2.1%

Dividends per share +11.8%
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• Consumers under pressure by virtue of the recession and 
significant job losses

• Local chicken industry in an oversupply situation

• Feed  cost still significantly higher than historical levels

• Chicken realisations lower than prior year means margins not yet 
restored

• Despite the above, brand strategy effective in delivering 
acceptable margin of 7.4%

Acceptable results in difficult trading environmentOverview 2
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Strategic 

framework

The single reason  
we exist

Insight into 
ŎƻƴǎǳƳŜǊǎΩ ƴŜŜŘǎ 
inspires innovative 

solutions, sustained 
by our strong brands, 

that delight and 
satisfy.

Our partners in 
reaching our 
consumers

Our brands will be 
within easy reach of 
our consumers, and 

we  will make the 
chicken category 

exciting to customers 
and their shoppers.

Excellence gives us 
fuel for growth

An integrated supply 
chain  will deliver 

service excellence  by 
converting  the right 
birds, at the lowest 

cost, at the right 
time into the optimal 

mix.

Investing   
responsibly for  

growth

To ensure 
sustainability and 
future growth we 
will continue to 

invest  responsibly 
with all stakeholders 

in mind.

The right   team

Build  a  community 
of inspirational 
people with a 

common purpose, 
seeing and doing 
things differently.

Vision

Rainbow Chicken will be at the heart of every meal.

We will achieve this by creating innovative solutions and strong brands.  Key to our 
success  is consistent, profitable, sustainable demand.
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Vision

Rainbow Chicken will be at the heart of every meal.

We will achieve this by creating innovative solutions and strong brands.  
Key to our success is consistent, profitable, sustainable demand.

ÅRelevant 
innovation in 
consumer brands

ÅRainbow Simply 
Chicken market 
leader in polony 
sector

ÅRainbow freezer to 
fryer products 
market leaders

ÅEpol brand re-
launched

ÅRainbow 
FoodSolutions 
offering is highly 
rated by QSR and 
general foodservice 
customers 

ÅKFC supplier of the 
year award

ÅSignificant growth 
ƛƴ ±ŜŎǘƻǊΩǎ 
Customer 
Secondary 
Distribution (CSD) 
model

ÅFocus on process 
efficiencies and 
cost reduction 
through brilliant 
basics 

ÅISO 22000 for all 
processing plants 
and feed mills

ÅVector extended 
menu of services 
into primary 
transport 

ÅWorld first 
disassemply 
costing system 
enabling detailed 
customer and 
product 
profitability 
analysis 

ÅGood to great 
journey 
transforming the 
business and its 
leaders

ÅFocus on talent 
management

ÅBEE transaction 
with staff being the 
largest beneficiary

Progress 
summary



Revenue Rm 6811,4 6952,8 +2.1

Headline EBITDA Rm 575,8 671,5 +16.6

Headline EBIT Rm 425,2 514,1 +20.9

Headline EBIT % 6.2 7.4 +1.2

Effective tax rate % 28.1 33.4 -5.3

Headline earnings Rm 318,8 351,5 +10.3

Cash generated by operations Rm 594,5 525,9 -11.5

Net cash Rm 528,1 539,1 +2.1

Total dividend per share cents 68,0 76,0 +11.8

Capex Spend Rm 293,1 251,4 -14.2

NAV per share cents 853,3 909,3 +6.6

Return on equity % 13.2 13.8 +0.6

Operational (adjusted for non-recurring 
items and IAS39 impact)

Headline EBITDA Rm 705,2 619,9 -12.1

Headline EBIT Rm 554,6 462,5 -16.6

Headline earnings Rm 385,5 314,3 -18.5

Results 
summary

520102009Statutory %



Record crop and surplus projected this yearYellow 
maize
(local) 
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•Price increased early in the year due to severe drought in 
Argentina affecting prior year crop
•Subsequent decline largely due to forecast of record crop for 

2010

Soya
(international)
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Volatility remains although the rate has been more range boundExchange 

rate
(US dollar)
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R/US$ exchange rate

2009 2010

+23.9%

- 11.6% 
+ 0.8%

2008



Feed cost in 2010 remained high relative to historic levels 9Feed cost

Feed raw material 
prices

Å Peaked at 
historically high 
levels during  2009 
financial year

Å Remained volatile 
throughout 2010 

Å With exception of 
soya, raw material 
prices and 
exchange rate all 
reduced 
substantially
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Significant feed cost increases not recovered in realisationsFeed cost vs
sales 

realisation
growth 
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Profit impacted by significant feed cost increases, but less so in 
2010

Feed Cost 
vs adjusted 

HEBIT 
pre IAS39
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Feed cost Adjusted HEBIT pre IAS 39

+R606.0m

-R92.1m-R185.0m

+R68.5m

+R685.0m +R39.4m
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Chicken revenue
ÅAverage price realisation decreased by 2,7%
ÅVolumes 5,1% higher
Other  revenue reduced due to lower feed prices and volumes 
sold external to Rainbow

Financial 
review

Revenue

Revenue (Rm)   +  2.1%

Other

Chicken

Total

2006

717,7

3383,8

4101,5

2007

924,1

3806,3

4730,4

2008

1335,6

4619,7

5955,3

2009

1382,9

5428,5

6811,4

2010

1367,3

5585,5

6952,8



•Adverse impact of  higher feed costs and more recently lower 
chicken realisations 
•Lower effective tax rates in 2007 and 2009 due to SIP 

allowance

Financial 
review

Underlying 
operational 

profit 
Adjusted HEBITDA pre IAS39
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Margin

%

Rm

15,2

16,7

14,7

10,4

624,6

2006

789,3

2007

876,0

2008

705,2

2009 2010

619,9

8,9

Rm

Effective
Tax rate

% 31,1
29,9

33,6

28,1

355,2

2006 2007

487,1

2008

524,6

2009

385,5

2010

314,3

33,4

Adjusted headline earnings pre IAS39



Strong cash generationFinancial 
review

Cash flow
reflection 

OB  –opening balance 

WC –working capital

Int –net interest

Div –dividends 

CB  –closing balance

OP –opening profit 
before  working 
capital changes
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509.9 

21.6 

(115.8)

17.8 

(293.1)

12.5 

573.0 

(197.8)

528.1 

(500.0)

(300.0)

(100.0)

100.0 

300.0 

500.0 

OB WC Int CAPEX Other OP Div CB

Rm

2009

Tax

528.1 

(138.4)
(95.5)

14.0 

(251.4)

28.1 

664.3 

(210.2)

539.1 

(300.0)

(200.0)

(100.0)

-

100.0 

200.0 

300.0 

400.0 

500.0 

600.0 

700.0 

OB WC Int CAPEX Other OP Div CB

Rm
2010

Tax

Tax



*203,8

Higher trade receivables due to additional trading week 
compared to March 2009

Financial 
review

Cash 
generated

* Adjusted for impact of 
additional trading 
week
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Cash generated by operations

Rm 680,1

2006

821,5

2007

617,2

2008

594,5

2009

525,9

2010



Capex spend well managed in current economic environmentFinancial 
review
Capital 

expenditure 
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Capex  and depreciation

Capex

Spend

Rm

Dep 
Rm

109,7

118,2

234,4

2006 2008

315,5

136,4

2007

214,1

2009

293,1

149,2

2010

251,4

157,4



Financial 
review

Net working 
capital

Last three years impacted by higher feed cost environment 17
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Dividend
per share
(cents)

Interim

Final

68,0

44,0

24,0

2009

48,0

28,0

2010

76,0

Dividends per share    

Total dividend is 76,0 cents per share (+11.8%)Financial 
review

Dividends 

Board’s intention to 
restore dividend cover 
range to between 2.0 
and 2.5 times

18

2008 2009 201020072006

2.0

2.5

2.5
2.4

2.7

1.6

Dividend cover

68,0

1.6
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Post IAS39

Pre IAS39

Adjusted 
headline
EBIT
(Rm)

Adjusted 
headline
EBIT
margin
(%)

14,1

578,3

12,6

2006

514,8

13,9

656,9

14,2

2007

671,1

774,0

2008

739,6

13,0

12,4

401,4

2009

554,6

5,9

8,1

290,2

2005

317,4

7,27,9

514.1

2010

462,5

Financial 
review 

Profit 
history 

401,4

6.7

7.4

Reporting the financial effects of only certain procurement 
instruments in terms of IAS39 introduces volatility to statutory 
results



Moving Rainbow to sustained, profitable demand2010 
Marketing 
Highlights

What is added value for Rainbow?

Any product that gives us a sustained, profitable 
demand eg:

1. FoodSolutions

2. Retail added value brands

3. Woolworths 
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http://home.rcf.co.za/Brands/Logos/Rainbow Food Solutions/fs_logo1.jpg


Our company turnover contribution of added value has 
ƎǊƻǿƴ ŘǊŀƳŀǘƛŎŀƭƭȅ ƛƴ ǘƻǘŀƭΧΦΦ

!ƴŘ ƛƴ ǊŜǘŀƛƭκǿƘƻƭŜǎŀƭŜ ƻƴƭȅΧ

Moving Rainbow to sustained, profitable demand2010 
Marketing 
Highlights

Added value

Mainstream 
chicken

2004200420042004

70

30

54

46

Added value

Mainstream 
chicken

2004200420042004200420042004

96

4

79

21

2010

20102004

2004
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ÅRetail/Wholesale has experienced exceptional 
growth

ÅNielsen reports overall grocery markets growing by -
1% for 12 months ending Feb.

ÅRainbow Polony and Viennas grew by 28%

ÅRainbow Crumbed products grew by 74%

Moving Rainbow to sustained, profitable demand2010 
Marketing 
Highlights

22



Moving Rainbow to sustained, profitable demand2010 
Marketing 
Highlights ÅThe Sales Force in Retail/Wholesale is 

key in a demand led business

Why is Sales so important?

The three consumer 

moments of truth!

1. She sees  advertising

2. She makes her choice in - store

3. She consumes it

The Second Moment 

of Truth

23



Moving Rainbow to sustained, profitable demand2010 
Marketing 
Highlights To win the 2nd Moment of Truth we need a Great 

Sales Force

•A Great Sales Force is underpinned by 
Brilliant Basics!

•The Five Brilliant Basics

1. On Shelf Availability (OSA)
2. Right price every SKU, every day
3. Shelf Health
4. Innovation speed to market
5. Promotional compliance

F09-F11 

Focus

24



ÅFoodSolutions growth has been slower but 

steady

ÅThere are some growth areas but overall growth 
was low single figures. Feed cost savings were 
passed on to these customers

Åa significantly better year is expected in F11

Moving Rainbow to sustained, profitable demand2010 
Marketing 
Highlights

25

http://home.rcf.co.za/Brands/Logos/Rainbow Food Solutions/fs_logo1.jpg


F11 added value expansion plans are aggressive2010 
Marketing 
Highlights

ÅWǳǎǘ ƭŀǳƴŎƘŜŘ ƛǎ ǘƘŜ ƴŜǿ wŀƛƴōƻǿ Ψ{ǇƛŎŜ Flavas range

ÅAnd a new range of Farmer Brown added value fresh

26



Moving Rainbow to sustained profitable demand2010 
Marketing 
Highlights

In summary:-

ÅWe have significantly exceeded growth expectations of 
retail/wholesale added value products.

ÅRainbow needs to expand manufacturing capacity in this 
area

ÅOther added value sectors have seen slowed growth but 
there is good growth leverage for the future

27



Conclusion

Summary

• Maize and soya prices are likely to remain at lower levels with 
excellent crops expected locally and in Argentina 

• Exchange rate is expected to remain volatile

• Feed prices expected to decline but remain higher than historical 
levels 

• Chicken prices expected to remain under pressure as a result of 
sluggish:

– domestic demand 

– additional local production capacity 

– current higher levels of imports

• Energy rate cost increases are not expected to be fully recovered 
in chicken realisations

Prospects
28



Questions
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Appendix
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Swaziland

Windhoek

Botswana

North
West

Northern
Province

Mpumalanga

Namibia Free
State

Lesoth

o

Eastern
Cape

Port
Elizabeth

East
London

Western
Cape

Northern
Cape

KwaZulu
Natal

Worcester

Pretoria
Carolina

Durban

Pietermaritzburg

Hammarsdale

Gauteng

Rustenburg

Cape Town
Á 7,653 employees

Á 4 processing plants

5 feed mills

22 distribution facilities

190 farms / hatcheries

Infrastructure {ƻǳǘƘ !ŦǊƛŎŀΩǎ ƭŀǊƎŜǎǘ ǇǊƻŎŜǎǎƻǊ ŀƴŘ ƳŀǊƪŜǘŜǊ ƻŦ ŎƘƛŎƪŜƴ
31



LƴǘŜƎǊŀǘŜŘ ǎǳǇǇƭȅ ŎƘŀƛƴ ŦǊƻƳ άŦŀǊƳ ǘƻ ŦƻǊƪέComplex 
business 

chain

32

PROCESSING

Broilers

Processing

3 plants + FP
21 wks 40 wks 3 wks 35 days

Å3 broad agricultural regions

- Northern, KZN, W Cape.

AGRICULTURE

Parent farms Broiler farmsBroiler

chicks

Rearing Laying Hatching Growing

Parent

chicks

ÅStrategic 

acquisition mid F05 

for R455m.

DISTRIBUTION

Å5 feed mills.

ÅAround 70% of production to Rainbow.

FEED SUPPLY

ÅWorldôs oldest pedigree broiler breed.

ÅLocated in Carolina and East London to ensure 

optimal bio-security.

GP OPERATION

22 wks 40 wks 3 wks

GrandparentfarmsGrandparent

chicks

Rearing Laying Hatching

The consumer is at 
the heart of our 
business Grade A Quality,

Grade A Taste

They taste so 

good 

ócos they eat so 

good

The 

Chicken 

Experts

CUSTOMERSBRANDSCONSUMERS

Retail

Foodservice

Wholesale
chains

Wholesale

Independents



wŀƛƴōƻǿΩǎ 
past

33

99 00 01 02 03

3,7

3,0

2,52,32,2

38
47

139 153

260

1999 - 2003

This ensured a return to profitability, but 
ŜŀǊƴƛƴƎǎ ǊŜƳŀƛƴŜŘ ǾŀǊƛŀōƭŜ Χ

• Chicken still predominantly sold on price and a 
function of managing stock levels

• Divisional emphasis had inhibited the 
realisation of supply chain integration benefits

• There was still a degree of under-investment

Focused on:

•Maximising Key Performance Indicators in 
Agriculture

• Improving processing yields

• Enhancing animal husbandry practices and 
bio-security

•Managing costs out of the business

1999 - 2003

Fixing the basics

•Revenue was growing, but so were losses.

• The business had lost its way, and required 
recapitalisation.

1991 - 1998

Business in trouble

Revenue

(Rbn)

Statutory HEBIT

(Rm)

91 92 93 94 95 96 97 98

2,2
1,9 2,1

1,5 1,5 1,6 1,7

0,5

30
76

(41)

45
76

(83)
(115)

(147)

1991 - 1998

(173)
(229)

(268)

Attributable
Profit
(Rm) HEBIT

Margin
(%)

5,0

6,9

5,6

2,0 2,0



wŀƛƴōƻǿΩǎ 
Past

Statutory HEBIT

(Rm)

0,5

Revenue
(Rbn)

91 92 93 94 95 96 97 98

2,2
1,9

2,1

1,5 1,5 1,6 1,7

30
76

(41)

45
76

(83)
(115)

(147)

1991 - 1998

(173)
(229)

(268)

Attributable

Profit

(Rm)

7,9

Focused on:

• Clarifying our strategic 
framework

• Restructuring the company 
and board

• Vector acquisition to control 
Route To Market

• Strategic customer approach 
to eliminate volume volatility 
and create higher margin 
business

• Significant investment (R1bn 
over past 5 years)

• Agreed IT strategy roadmap 
and implemented profitability 
tools

• Consumer insight driving 
brand strategies  - emphasis 
on Value Added

• Strengthening leadership 
talent pool

• Strategic alignment of 
leadership through Good To 
Great journey

2004 - 2009
Transformation to consumer 

focused business

5,0 6,9
5,6

2,0

99 00 01 02 03

3,7

3,0

2,5
2,32,2

38
47

139 153

260

1999 - 2003

2,0

04

13,9

HEBIT

Margin

(%)

14,1

7,2

4,7

07

657

05 06

4,14,03,8

290303

578

2004 - 2009

6,0

08

765

12,8

6,2

6,8

425

09
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Continues to reflect growing trend Source: SAPA
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Estimated per capita consumption of broiler meat in Kilograms 
per capita
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imports

Source: SAPA
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Industry 
Perspective 

Source: Management estimate

Average broiler production per week by producer
Million boilers per week as at March 2010

4,4
3,8

1,3

0,9 0,8

0,6

3,5

Rainbow Astral Country
Bird

TydstroomFouries DaybreakRocklands Others

0,8

• 16,5m broilers 
produced per week

• 1,3m tons per annum

• Astral = Earlybird 
Farms + County Fair

• Others = 
approximately 44 
smaller producers 
producing less than 
200k broilers per 
week
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Calendar Year

Source: SAPA

 

Beef, Pork and Poultry prices

2005 2006

Beef abattoir

selling prices

Pork abattoir

contract 
prices

Broiler

producer 
price
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15

R / kg
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17
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19

20

21

2007 2008

22

23

24

2009

25

Industry 
Perspective 

Protein price relativity maintained
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Source: SAPA

 For 12 months to March

Industry 
Perspective

¢ƻǘŀƭ ǇƻǳƭǘǊȅ ƛƳǇƻǊǘǎ όΨллл ǘƻƴǎύ
For 12 months ending 31st March
Å Imports have increased by 22% YTD
Å Chicken driving this growth with 29% increase versus the 

previous year.

39

Origin of poultry imports

Apr 2009 - Mar 2010

Brazil

80%

Canada 6%

Argentina 9%

Other 5.5%

101

Mechanically

Deboned

Meat

Chicken

products

Turkey

products

0903 04 05 06 07

60

27

111

47

29

80

39

16

57

81

29

96

69

24

132

206

112

156

198

225

84

35

169

289

Total

08

98

37

144

279

10

26

123

251

Australia 2%


