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RCLIntroduction

• Impact of change in  • During the year RCL changed its financial year‐end to 30 June to align with 
financial year‐end to 30 

June:
– 15 month results versus 

historic 12 month

u g t e yea C c a ged ts a c a yea e d to 30 Ju e to a g t

its holding company, Remgro Limited

• The reviewed abridged interim results for the 12 months to March 2011 
historic 12 month 

comparatives

– Historically the April to 

June trading quarter is 

materially lower than the

were presented to the market on 24 May 2011

• This presentation covers the results for the 15 month period to June 2011
materially lower than the 

balance of the year
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RCL2011 Statutory Highlights
HEBITDA +14.6%Revenue +24.0%

901 0901 0

8621,48621,4Rm Rm

5995,05995,0
6811,46811,4 6952,86952,8

769,5769,5

901,0901,0

575,8575,8
671,5671,5

2008 2009 2010 20112008 2009 20102011

Headline earnings + 10.6 %Operating margin ‐1.1%

2008 2009 2010 20112008 2009 20102011

528,1528,1

388,8388,8

Rm

13.013.0

%

318,8318,8 351,5351,5
388,8388,8

6.26.2
7.57.5

6.46.4

2008 2009 2010 20112008 2009 2010 2011
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RCLOverview

Market Conditions What has RCL done?

• Consumer demand  still under pressure despite lower  • Delivered a stable (although lower) margin through 

interest rates

• Chicken imports up 36% for 12 months to June

• Rand remained in a strong range

difficult market conditions  which reinforces strategic focus 

as appropriate

• Added value component of business continues to grow

• Feed costs lower at beginning of period but increased 

through the period 

• Chicken price deflation

• Purchased further processing facility at Wolwehoek near 

Sasolburg for R52m to provide much needed capacity 

• Interacting with government to implement appropriate 

l i f b i i j i f i d d
p

• Customers in retail and foodservice markets are 

consolidating their supply chains either by investing 

and managing it themselves or by partnering third 

regulation of brine injection to ensure  fair trade and 

consumer protection

• Restructure into two operating units (Rainbow and Vector) 

to bring additional operational attention to the businesses
party logistics service providers. This trend is likely to 

extend to frozen categories as well

to bring additional operational attention to the businesses 

and to enable the CEO and CFO of RCL to apply further 

focus on strategic growth opportunities for the Group

• Increased focus on sustainability initiatives – in 2010 

Carbon Disclosure Leadership Index, Rainbow achieved 

84% and joint  7
th
position in the SA top 100 companies
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RCL2011 highlights

Revenue Rm 6952,8 8621,4 +24.0

Headline EBITDA Rm 671,5 769,5 +14.6

20112010Statutory %

Headline EBIT Rm 514,1 559,1 +8.8

Effective tax rate % 33,4 32,9 ‐0.5

Headline earnings Rm 351,5 388,8 +10.6Headline earnings Rm 351,5 388,8 +10.6

Cash generated by operations Rm 525,9 643,3 +22.3

Net cash Rm 539,1 469,5 ‐12.9

Dividend per share cents 76,0 84,0 +10.5

Headline earnings per share cents 120,4 132,7 +10.2

Capex Spend Rm 251,4 360,0 +43.2

NAV per share cents 909,3 971,8 +6.9

Return on equity % 13,8 13,9 +0.1

Operational (Pre IAS39 impact)

Headline EBITDA Rm 619,9 709,9 +14.5

Headline EBIT Rm 462,5 499,6 +8.0, ,

Headline earnings Rm 314,3 345,9 +10.1
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RCLAdded value
Contribution to total revenue• Focus on added value 

has seen significant 

growth
2004 2011

• Purchase of new 

Wolwehoek facility 

aligned to strategy and 

h id d i ifi t

30%

48%52%
Added Value

has provided significant 

additional capacity for 

chilled processed meats
70%

48%52%
Mainstream 

Contribution to retail revenueContribution to retail revenue

2004 2011

4%

2004

28%

2011

96%

28%

72%

Added Value

Mainstream 
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RCLYellow maize (SAFEX)
• 2010 versus 2011:

– Average market price for yellow 
maize increased by 4%

• During  2011:
– Lowest maize prices in several 

2,500

R/ton

years recorded in early 2011
– From September 2010 to June 

2011, prices increased by R400 
per ton

– International corn prices hit 
record high due to US June  1,750

2,000

2,250 +32.4% 

production estimate showing 
22% reduction from May 
estimate

– During the same period the 
local maize crop estimate 
decreased by 6%

1,250

1,500

,

‐2.5% 

– Local maize prices are highly 
correlated to international 
price movement

• Looking forward:
– Expected ending stocks 

j t d t b l t i
500

750

1,000 ‐24.1%  +4.0% 

projected to be lowest in years
– Local prices have moved away 

from export parity, exports 
expected to reduce in order to 
preserve  stocks

– New local crop estimated to 
d li 14 8% i

0

250
FY2009 FY2010FY2008 FY2011

decline 14.8% versus previous 
crop of 12.8m tons to 10.9m 
tons

– New crop has been negatively 
affected by high moisture 
levels, harvesting has been 
d l ddelayed
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RCLSoya (CBOT)
• 2010 versus 2011:

– Average CBOT soya meal 
price increased by 1.4% 

• During 2011: 450.0

US $ per ton

g
– Prices were lower in early 

2011, trading around $280 
due to record crops in USA, 
Brazil and Argentina

– Prices bullish from July
350.0

400.0
+1.4% 

+50.6% 

Prices bullish from July 
2010, led by wheat rally on 
back of drought in Russia 

– October 2010 projected 
stocks of soybeans reduced 
by 24% due to lower

250.0

300.0

+1.3% 

by 24%, due to lower 
production estimates and 
higher projected usage

– Prices subsequently traded 
$20 higher in October 

d t S t b

150.0

200.0
+14.5% 

compared to September
– November 2010 projected 

ending stocks reduced with 
a further 30%,  which  led to 
another price increase.
Th i b lli h 0 0

50.0

100.0

FY2009 FY2010FY2008 FY011

– These consecutive bullish 
reports led to prices trading 
in the region of $350 or 25% 
up on the start of the 
financial year

0.0

– Since then the market has 
struggled to break below the 
$340 trading range
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RCLExchange rate
• Volatility has continued 

during the current 
financial year, albeit in a 
fairly narrow range 11

• The rand has remained 
relatively robust 
notwithstanding debt 
problems in the Eurozone

10

+23.9%

problems in the Eurozone, 
unrest in the Middle East, 
ongoing concerns over the 
global economy and the 
weak USD

9

‐9.2%
+ 0.8%

‐11.6% 

weak USD

• The R:$ exchange rate 
decreased from R7.36 at 
the beginning of the 

8

9.2% 

current financial period to 
R6.79 at the end of June 

• As Rainbow’s entire soya 
i

6

7

FY2010 FY2011FY2008 FY2009

requirements are 
imported, the foreign 
exchange exposure is 
significant

• Volatility is expected to 
continue
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RCLFinancial review
• Total revenue increased by 

24.0% to R8.6 billion largely as 

consequence of the additional 

three month’s trading included

Revenue + 24.0%

three month s trading included 

in the extended 15 month 

financial year

Chi k l
5955,0

6811 4

1635,91635,9

8621,4

• Chicken sales
– Volumes up 24.1%

– Average price realisation

decline of 0.7%
Other

Total

4730,0

6811,4
6952,81377,01377,0

1302,11302,1

5509 35509 3

1249,71249,7

5703,15703,1

6985,56985,5

• Other sales (feed, services)
– 23.0 % increase  in external 

feed volumes offset by lower 

Other

Chicken

963,0963,0

3767,03767,0

4578,04578,0

5509,35509,3

pricing because of lower feed 

input costs

– Services revenue 42.7% 

higher boosted by newhigher boosted by new 

business in Vector

2007 2008 2009 2010 2011
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RCLFinancial review
• Adverse impact of lower 

realisations, labour and 

electricity  rate increases, offset 

by lower feed cost

HEBITDA (pre IAS39) +14.5%

by lower feed cost

• Significant overall improvement 

in agricultural performance, 

ti l l i W C

Margin
%

14.7%

particularly in W Cape

• Other processing and milling 

costs well managed
Rm

876,0876,0

10.4%

8.9%
8.2%

• IAS 39 (impact of financial 

instruments used in feed raw 

material procurement strategy) 

709,9709,9
705,2705,2

619,9619,9

positive R59.5 million (prior 

year R 51.6 million positive)

20112008 2009 2010
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RCLFinancial review
• Inventories have been 

impacted by the changed 

year‐end

Cash flow reflected

791.1 
Rm

15 MONTHS TO JUNE 2011

• Maize stock levels are 

normally higher over the 

June period compared to 

M h t t k d t

539.1 

19 7 2

469.5 

Rm

March to take advantage 

of harvests in proximity 

to Rainbow’s coastal 

mills

(147.8) (170.4)

19.7 

(352.3)

12.6 

(222.5)

• IQF stocks higher due to 

low trading period

664 3
Rm 12 MONTHS TO MARCH 10

( )

OB WC Tax Int CAPEX Other OP Div CB

OB ‐ opening balance 

WC ‐ working capital 

528.1

664.3

539.1

Int ‐ net interest 

Div ‐ dividends 

OP ‐ operating profit  (138.4)
(95.5)

14.0

(251 4)

28.1

(210.2)

12

CB ‐ closing balance
(251.4)
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RCLFinancial review
• Capex remains well managed in 

current economic environment

• 2011 spend excluding 

Capex  spend

acquisition of Wolwehoek 

further processing plant is 

R308m for the 15 months

210,3

149,2
157,4

360.0360.0

315,5315,5

136,4

293,1293,1

,

Dep
Rm

,,

251,4251,4
Capex
Rm

20112008 2009 2010
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RCLFinancial review
•Underlying operating profit (15 months for 2011) 

12.8

Headline
EBIT

12.3

8 5margin
(%)

764,6764,6
730,2730,2

8.5

6 2

7.4

6.5

Post IAS39Post IAS39

Pre IAS39Pre IAS39Pre IAS39Pre IAS39

559,0559,0
500,0500,0

578,4578,4

6.2

514,1514,1
462 5462 5

6.7
5.8

Headline

425,2425,2
462,5462,5

EBIT
(Rm)
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RCLConclusion

• Oil prices are trading at relatively high levels. This in turn impacts on related 

ethanol and maize markets

U t i t d US i d l l l ti i t ti• Uncertainty around US maize crop and new season local planting intentions

• Maize and soya prices likely to remain volatile

• Feed prices expected to be higherFeed prices expected to be higher 

• Energy rate increases, driven largely by oil and electricity, continue to challenge 

Rainbow and Vector’s cost of doing business 

• Although chicken realisations have improved marginally, they are expected to 

remain under pressure as a result of consumers lower disposable income and the 

h h l l fcurrent higher level of imports
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RCLRCL national footprint

Windhoek

B t

Northern
Province

Swaziland

Botswana

North
West

Mpumalanga
Pretoria

Carolina
Gauteng

Rustenburg

Namibia Free
State

Lesotho

KwaZulu
Natal

Pietermaritzburg
Hammarsdale

Eastern

Northern
Cape

Durban

 8,007 employees
 5 processing plants

5 feed mills
19 distribution facilities

Eastern
Cape

Port
East
London

Western
Cape

Worcester

Cape 
Town
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19 distribution facilities
190 farms / hatcheries

Port
Elizabeth

Town



RCLComplex business chain

PROCESSINGAGRICULTUREGP OPERATION

• Integrated supply chain from “farm to fork”

PROCESSING

Broilers
Processing

3 plants + 2 FP 
plants

AGRICULTURE

Parent farms Broiler farmsBroiler
chicks

Rearing
25 farms

Laying
43 farms

Hatching
6 hatcheries

Growing
67+29 farms

Parent
chicks

GP OPERATION

Grandparent farmsGrandparent
chicks

Rearing
5 farms

Laying
10 farms

Hatching
2 hatcheries p

21 wks 40 wks 3 wks 34 days

• 3 broad agricultural regions
- Northern, KZN, W Cape.

• World’s oldest pedigree broiler breed.
• Located in Carolina and East London to ensure 

optimal bio-security.

21 wks 40 wks 3 wks

• 6 feed mills producing 90,000 tons per month (1m tons 
pa).

• Around 70% of production to Rainbow.

FEED SUPPLY

The consumer is at 
the heart of our 

business Grade A Quality,
Grade A Taste

CUSTOMERSBRANDSCONSUMERS

• Strategic acquisition 
mid F05 for R455m

DISTRIBUTION

WholesaleWholesale
28%28%

RetailRetail
35%35%

FoodserviceFoodservice
37%37%

They taste so good 
‘cos they eat so 

good

The Chicken

mid F05 for R455m.

The Chicken 
Experts
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RCLRCL's past

1991 - 1998

• Revenue was growing, but so were losses.

1991 - 1998
Business in trouble

1999 - 2003

Revenue
(Rbn)

2,21,9 2,1
1,5 1,5 1,6 1,7

e e ue as g o g, but so e e osses
• The business had lost its way, and required

recapitalisation.
3,7

3,0
2,52,32,2

1999 2003
0,5

91 92 93 94 95 96 97 98 99 00 01 02 03

1999 - 2003
Fixing the basics

Focused on:
M i i i K P f I di t• Maximising Key Performance Indicators 
in Agriculture

• Improving processing yields
• Enhancing animal husbandry practices 

and bio securityStatutory HEBIT
(Rm)

30
76 45

76 47
139 153

260

This ensured a return to profitability, but 
earnings remained variable …

and bio-security
• Managing costs out of the business

30

(41)

45

(83) (115)
(147)(173)Attributable

38 47

HEBITMargin
(%)

earnings remained variable …
• Chicken still sold on price and a function 

of managing stock levels
• Regional emphasis had inhibited the 

realisation of supply chain integration(173)
(229)

(268)

Attributable
Profit
(Rm)

6,95,05,6
2,0 2,0

realisation of supply chain integration 
benefits

• There was still a degree of under-
investment
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RCL
2004 2010

RCL’s transformation

1991 - 1998

Focused on:

2004 - 2010
Transformation to consumer 

focused business

1999 - 2003

4,74 14 0

2004 - 2010

6,0

6,8 7,0

Revenue
(Rbn)

2,21,9 2,1
1,5 1,5 1,6 1,7

 Clarifying our strategic 
framework

 Restructuring the company and 
board

 Vector acquisition enables

3,7
3,0

2,52,32,2

4,14,03,8

0,5

91 92 93 94 95 96 97 98

 Vector acquisition enables 
optimisation of outbound supply 
chain

 Strategic customer approach to 
eliminate volume volatility and 

99 00 01 02 03 04 0705 06 08

765

09 10

create higher margin business
 Significant investment over past 

5 years
 Agreed IT strategy roadmap and 

implemented profitability tools

657
578

765

425

514

Statutory HEBIT
(Rm)

30
76 45

76

implemented profitability tools
 Consumer insight driving brand 

strategies  - emphasis on Added 
Value

 Strengthening leadership talent 47
139 153

260 290303

30

(41)

45

(83) (115)
(147)(173)Attributable 7 9

g g p
pool

 Strategic alignment of leadership 
through Good To Great journey

38 47

13,914,1

7 2

12,8

6 2

HEBITMargin
(%) 7,4(173)

(229)
(268)

Attributable
Profit
(Rm)

7,9

Group well positioned for 
growth

6,95,05,6
2,0 2,0

7,2 6,2 ,
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RCLRCL’s future focus
8.6

1991 - 1998 1999 - 2003 2004 - 2010

6,0

6,8 7,0

2011 2015

2011 - 2015

Revenue
(Rbn)

2,21,9 2,1
1 5 1 6 1 7

3,7
3,0

2,52,32,2

4,74,14,03,8
2011 - 2015
Growth phase

0,5

91 92 93 94 95 96 97 98

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

F h d

99 00 01 02 03 04 0705 06 08 09 10 11

 Further processed 
capacity enhanced 
through Wolwehoek
acquisition

 2015 strategy to utilise

657
578

765

425

514 559

Statutory HEBIT
(Rm)

76

 2015 strategy to utilise
growth-focused strategic 
brands, services and 
thrusts

139 153

260 290303

 Key enabler a further 

30
76

(41)

45
76

(83) (115)
(147)

38 47

13,914,1
12,8HEBITMargin

(%)

restructure to create 2 
focused operating 
companies, each with 
their own clear vision 
and strategy6 5( )

(147)(173)
(229)

(268)

Attributable
Profit
(Rm)

7,9
6,95,05,6

2,0 2,0

7,2 6,2
(%) 7,4

and strategy

21
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RCLGroup strategy

Rainbow Chicken will be
at the heart of every meal.

We will achieve this by creating
innovative solutions and strong brands

Vector will be Africa’s chosen
multi-temperature route to market solution.
Vector delivers supply chain excellence
through innovative customised solutions

Vision

2015 strategy

innovative solutions and strong brands.
Key to our success is consistent, profitable, 

sustainable demand.

through innovative customised solutions.
Key to our success is our frozen expertise, 
integrated network and information systems.

5 brands 5 thrusts 4 services 4 thrusts

Strategy into action - current year

Detailed strategic goals set for 
each operating company

Strategy into action - current year

Detailed strategic goals set for 
each operating company

We believe..

22

The single 
reason we 
exist

Our partners in 
reaching our 
consumers

Excellence 
gives us fuel 
for growth

Investing 
responsibly 
for growth

The right 
team



RCLChicken industry perspective
• Estimated per capita consumption of broiler meat in Kilograms per capita

36.6
37.9

39.1

26.2 25.9 26.8

29.6

32.9 33.9 34.8
36.6

24.3 23.6
25.9

00 01 02 03 04 05 06 07 08 09 10 11

23

Source: SAPA



RCLChicken industry perspective
•Average broiler production per week  (in millions) excluding imports

16.8
17.8

18.5

11 9
12.9

13.8
14.6

8.0
8.5

9.2
9.8 9.8

10.5
11.0 11.0

11.8 11.8 11.9

8.0

94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10

24

Source: SAPA



RCLChicken industry perspective 

4 9

• 18.5m broilers 
produced per week

4,4

4,0

4.9
• 1,5m tons per annum

• Astral = Earlybird 
Farms + County FairFarms + County Fair

• Tydstroom acquisition 
of Tonko has placed 
h 4th lthem as 4th largest 
producer.  

• Others = Numerous 

1,3

0,9 0,8
1,0

1.2

smaller producers 
producing less than 
200k broilers per 
week

Rainbow Astral Country
Bird

Tydstroom FouriesDaybreak Rocklands Others

week

25
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RCLChicken industry perspective

55
R/ Kg

Beef, lamb, pork and poultry prices (to 14 August 2011)

45 

50 

55 

35 

40 

Series1
Series2
Beef

Lamb

20

25 

30 
Series2
Series3
Series4

Lamb

Pork 

Broiler

10 

15 

20 

-

5 

2009 2010 20112008
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Source: Red Meat Abbitor Association



RCLChicken industry perspective - imports

286
275

316

88
92

90 86

114

213

243 238

27

40
30

26 23

26

57

66

90 86
Tons 
000’s

MDM

Turkey

Chicken
146

165

120

158 153
127 129

176
28

23

52

66
85

04 05 06 07 08 09 10 11

27

Source: SAPA


