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“Truworths will be the first

place I go when I want quality

fashion that makes me look

attractive and feel successful

because shopping at Truworths

is effortless and I am helped

by lively and committed people.”

“We are long-term investors

in Truworths because we trust

in management’s capacity to

execute innovative strategies

which deliver significant real

growth year after year.”

“I am totally committed to

Truworths because I am always

encouraged to offer innovative

ideas which contribute to the

ultimate purpose of Truworths.

As a result Truworths is

generous in recognising my

role as an effective team

member.”

The vision we have

FOR OUR
CUSTOMERS

FOR OUR
SHAREHOLDERS

FOR OUR
EMPLOYEES
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GROUP FINANCIAL HIGHLIGHTS

2006 2007 2008 2008 2007 2006 ’07–’08 

52 weeks 52 weeks 53 weeks 53 weeks 52 weeks 52 weeks change

$m $m $m Financial summary Rm Rm Rm %

543 673 773 Sale of merchandise 5 651 4 858 3 816 16 

117 151 176 Profit for the period 1 284 1 090 824 18 

117 150 175 Headline earnings 1 277 1 080 823 18 

110 141 187 Cash generated from operations 1 370 1 017 776 35 

293 364 414 Value added: wealth created 3 030 2 630 2 057 15 

355 463 490 Total assets 3 903 3 337 2 634 17 

1 339 2 254 1 246 Market capitalisation 9 921 16 228 9 924 (39) 

Ordinary share performance
(cents per share)

Basic and headline earnings 295.6 248.6 186.4  19 

Fully diluted basic and headline earnings 289.6 242.5 181.0  19 

Cash equivalent earnings 313.9 268.4 202.3  17 

Dividends 144 120 89  20 

Net asset value 682 555 440  23 

Market price 2 190 3 600 2 055  (39) 

Key financial ratios Ten-year
average

Operating margin (%) 33 33 33 26 

Return on equity (%) 48 50 44 33 

Inventory turn (times) 6.5 6.1 6.1 5.9 

Note: Income statement and cash flow figures have been translated at an average of R7.31/US$1 (2007: R7.22/US$1). 

Balance sheet figures have been translated at a closing rate of R7.96/US$1 (2007: R7.20/US$1).

Forward-looking statements

This report contains certain forward-looking statements with respect to the financial condition and results of

operations of Truworths International Limited and its subsidiary companies. By their nature these statements

involve risk and uncertainty because they relate to events and depend on circumstances that may occur in the

future. Factors that could cause actual results to differ materially from those in the forward-looking statements

include, but are not limited to: global and national economic conditions; changes in trading space; interest rates;

credit and the associated risks of lending; merchandise clearance rates; inventory levels and inventory turn; gross

and operating margins achieved; and competitive and regulatory factors.
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GROUP PROFILE

TRUWORTHS INTERNATIONAL LIMITED [’TI’]

[SOUTH AFRICA]

INVESTMENT HOLDING

TRUWORTHS LIMITED [’Truworths’]
[SOUTH AFRICA]

RETAILING AND FRANCHISING

100%
YOUNG DESIGNERS EMPORIUM

(PTY) LIMITED [’YDE’]
[SOUTH AFRICA]

FASHION RETAILING AGENCY

TRUWORTHS (NAMIBIA) LIMITED
RETAILING

100%
TRUWORTHS (SWAZILAND) LIMITED

RETAILING

100%

100%

About Truworths International

• An investment holding, trading and management company

• Trading subsidiaries are Truworths and Young Designers Emporium

• Subsidaries are retailers of fashion apparel and related merchandise

• Listed on the Johannesburg Stock Exchange (‘JSE’) and Namibian Stock Exchange since 1998

About Truworths

• Leading retailer of quality, internationally-styled fashion 

• Sells multiple brands of fashion to women, men, teenagers and children

• Offers enticing emporium stores that comprise multiple departments in one store 

• First store opened 91 years ago in Cape Town 

• 452 stores in southern Africa 

• 24 franchise stores in Africa and the Middle East

• Enjoys a high market share in both ladies and menswear

• Strong generator of free cash flows with healthy returns and profitability ratios

• Active account base consists of approximately 1.8 million customers

• Employs over 9 000 people 

• Strong supporter of the local textile and clothing industry
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AN INVESTMENT CASE FOR TRUWORTHS INTERNATIONAL

Truworths International (‘TI’) offers a compelling investment proposition even at a time when credit-based retailers
are under pressure owing to several macro-environmental factors. TI has identified a range of company specific
criteria which management believes an investor might consider when evaluating a potential investment. While this
high-level analysis ignores any sector, sovereign, economic or legislative risk factors, it highlights the company’s
performance against these investment criteria. 

Investment criteria Motivation for investment in TI

Strategic focus • Focused on one business: retailing of fashion clothing and accessories
• Clear business philosophy and strategic vision
• Acquisitions complement existing businesses

Business model • Organic growth: 84% of revenue from internally developed concepts
• Owner of or long-term licencee in respect of all brands
• Credit offered across all brands
• Ability to manage the risk of fashion: inventory turns and markdowns well-managed

Management • Operational board has 151 years industry experience
• Board-approved succession plans for senior and middle management 
• Consistent implementation of business strategies

Financial performance • Track-record of consistent sales and profit growth
• Compound earnings growth of 26% over past 10 years
• Strong free cash flow generation and excellent returns on equity

Wealth creation • 47% compound growth in dividends in 10 years since listing
• 24% average annual growth in share price in 10 years since listing
• Share buy-back programme enhances earnings and return on equity

Fashion leadership • Exclusive fashion brands across all retail formats
• Leading ladieswear retailer: share of the Retail Liaison Committee market at 21% 
• Leading menswear retailer: share of the Retail Liaison Committee market at 18% 

Credit management • World-class credit management systems
• Debtors’ book managed to optimise profitability 

Technology • Superior technology infrastructure aligned with the business
• Technology capability to support customer relationship management

Customer base • Focused on one customer profile and not multiple market segments
• Active account base consists of approximately 1.8 million customers

Store base • National footprint of over 450 stores in prime locations throughout southern Africa
• Emporium stores comprise multiple departments in one store
• Selective growth in trading space
• Highest trading densities in sector

Staff • Recognised as the employer of choice in fashion industry
• Incentives recognise individual contribution and team performance
• Commitment to staff training and development

Governance • Strong independent board and committee structure
• Track-record of excellence in corporate reporting
• Embedded risk management process

Sustainability • Ongoing progress with transformation – 86% staff black and 73% female
• Strong suppporters of local textile and clothing industry
• High social responsibility and environmental awareness
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1917

The Alliance Trading Company
opened its first store in Cape Town

1930’s

Name change to Truworths
Fashion House

1935

Truworths 2nd store opening

1940’s

Manufacture of merchandise
in South Africa

1950’s

Opening of 80 stores

1955

Introduction of credit

1959

Milestone of R1 million in sales

1960’s

Opening of TRU BOUTIQUE stores

1970’s

Growth from 80 to 280 specialised
boutique stores

1981

Formation of Wooltru group

1984

Daniel Hechter is launched

1986

Inwear is launched

1988

Truworths MAN is launched

1989

Fine Jewellery is launched

1991

Michael Mark: MD of Truworths

1992

LTD is launched

1996

Made in the World is launched

1998

Truworths International listed on
Johannesburg Stock Exchange

1999

• Identity is launched

• Truworths ventures into cosmetics
with Elements range

A STORY OF GROWTH
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2002

• Unbundling from Wooltru group

• Truworths introduces first Mac 
cosmetics format within a store
at Cavendish Square

2003

75% acquisition of YDE

2004

• Truworths launches its new 
emporium store concept

• First ever staff recognition 
programme

• YDE launches credit

• Identity launches credit

• Truworths launches its own 
ethnic range – Ginger Mary

2005

• Truworths launches new promotional
line – “For the Love of Fashion”

• Remaining 25% of YDE 
purchased

• 244 Truworths stores

• 67 Identity stores

• Truworths achieves R3.1 billion in 
sales

2006

• Truworths launches Italian brand 
Lucia Rosati

• Launch of first Ginger Mary
concept store

• 51% acquisition of Uzzi

2007

• Sale of merchandise of R4.9 billion

• Return on equity of 50%

• Identity reaches 100 stores

• 14 YDE stores

2008

• Sale of merchandise exceeds
R5.6 billion

• Number of stores exceeds 450

• Active account base consists of 
approximately 1.8 million

• Remaining 49% of Uzzi purchased
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STORE FOOTPRINT

Lesotho

Western Cape

Northern Cape

North West

Gauteng

Mpumalanga

Limpopo

KwaZulu-Natal

Eastern Cape

Free State

Namibia
Swaziland

8 2

8 3

47 21 5 4

16 4

26 9 2

2 2
7194691

14 4 1

13 2 1

38 22 5 3

16 7 1

2

1

TRUWORTHS IDENTITY FRANCHISE
STORES

2008 2007 2008 2007 2008  2007
Bahrain 2 2 1 1 3 3
Botswana 6 6 3 3 9 9
Dubai – – 2 2 2 2
Ghana – – 1 1 1 1
Kenya 2 1 2 1 4 2
Lesotho 1 1 – – 1 1
Qatar 1 1 1 1 2 2
Tanzania 1 1 1 1 2 2

TOTAL 13 12 11 10 24 22

2008 2007 2008 2007 2008 2007 2008 2007 2008 2007
Eastern Cape 16 15 7 5 – – 1 1 24 21
Free State 13 11 2 1 1 1 1 – 17 13
Gauteng 94 90 46 43 19 16 7 6 166 155
KwaZulu-Natal 38 39 22 19 5 4 3 3 68 65
Limpopo 14 13 4 4 2 – – – 20 17
Mpumalanga 26 25 9 8 2 2 – – 37 35
Namibia 8 7 2 2 – – – – 10 9
North West 13 12 4 3 1 1 – – 18 16
Northern Cape 8 8 3 3 – – – – 11 11
Swaziland 2 2 2 2 – – – – 4 4
Western Cape 47 47 21 19 5 6 4 4 77 76

TOTAL 279 269 122 109 35 30 16 14 452 422

TOTAL NUMBER

OF GROUP

STORES

GROUP
STORES

TOTAL NUMBER
OF FRANCHISE
STORES
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The Group has an unwavering commitment to
its core business of merchandising and retailing
of fashion clothing and accessories. The Group
continues to pursue the following key strategic
objectives which are ultimately aimed at
enhancing shareholder wealth:

• Focus on one customer profile: youthful and
fashionable South Africans; 

• Build a national presence of enticing stores,
including emporium stores showcasing an
array of departments in one store, as well as
specialist niche stores; 

• Manage the risk of fashion from concept to
customer and apply a merchandising
strategy of buying ‘wide not deep’ to offer an
extensive range of styles and innovative
fashion;

• Grow organically and complement this with
strategic acquisitions of aligned businesses
to extend the customer offering;

• Manage the risk of credit and use credit as
an enabler of customer and sales growth;

• Expand the store footprint into areas with
high growth potential;

• Support the domestic textile and clothing
industry by sourcing high levels of
merchandise locally and supporting
emerging local designers;

• Create a stimulating working environment
through appropriate rewards and individual
development of staff; 

• Ensure that the business is underpinned by
sound financial and capital management,
governance, risk and control processes; 

• Continue share buy-back programme as a
means of effectively utilising cash; and

• Enhance transformation and sustainability
through improved broad-based black
economic empowerment compliance.

The Group’s performance against these
strategies in 2008 is covered in detail
throughout the report.

GROUP STRATEGY
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DELIVERING ON OUR TARGETS AND 
OBJECTIVES FOR 2008

Objectives Achievements

• Share of the Retail Liaison Committee (RLC) ladieswear market improved to 21%.

• Share of the RLC menswear market improved to 18%.

• Comparable store sales of 8%.

• Capital investment in stores continued. 

• 452 stores at the end of the period.

• 21 stores were renovated or extended during the period.

• R138 million capital expenditure on store development.

• Sales increased 36%.

• 19% comparable store sales growth. 

• 122 stores at period-end with 13 stores opened during the period.

• Trading space growth of 15% for the period.

• Sales increased 35%. 

• 11% comparable store sales growth. 

• 5 stores have been incorporated into emporium stores.

• 10 stand-alone stores opened during the period.

• 35 stand-alone stores at the end of the period.

• Credit launched in Uzzi during October 2007.  

• Plans in progress to upgrade and add existing warehouse capacity.

• Spend expected to be R69 million.

• Satisfy capacity requirements for the next 5 to 7 years.

• The active customer base grew to approximately 1.8 million.

• 20% four-year compound growth in active customer base.

• 12% inventory increase lower than the 16% sale of merchandise increase.

• Inventory turn improved to 6.5.

• Gross margin maintained within target, despite higher markdown levels.

• Operating margin maintained at 33%.

• Return on equity remains at a high level of 48%.

• Cash realisation rate improved to 96% from 70% in 2007.

• Expenses increased by 21%. 

• Excluding trade receivable costs, expenses increased by 12%.

• Expenses at 33% of sales.

Continued organic growth

through extension of existing

ranges and new concepts.

Opening of new emporium

stores and ongoing

reinvention of store formats.

Continued expansion of

Identity stores and

merchandise ranges.

Growing the Uzzi store base

and including the brand in

emporium stores, as well as

launching credit.

Capital investment in

distribution capacity.

Continued acquisition of new

customer accounts.

Ongoing focus on the

processes to manage the

risk of fashion.

Improvement in efficiency

ratios throughout the

business.

Tight expense control.
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TARGETS AND OBJECTIVES FOR 2009

The main factors which will drive growth in the 2009 financial period are:

• continued organic growth through extension of existing ranges and new concepts;

• ongoing focus on processes to manage the risk of fashion;

• expanding the Truworths business by introducing more emporium stores;

• expansion of the number of Uzzi stores within Truworths emporium stores;

• continued expansion of Identity stores and merchandise ranges;

• capital investment in stores through store refurbishments and expansions;

• capital investment in distribution capacity;

• maintaining world-class credit management through continued investment in credit systems;

• continued acquisition of new customer accounts;

• investigating acquisition opportunities;

• improvement in efficiency ratios throughout the business; and

• tight expense control.

The retail environment will continue to be impacted by high interest rates, high inflation and high levels of consumer

debt in the short term. The Group is committed to investing in the longer term growth of the business and

anticipates that trading activity in the 2009 period is likely to yield satisfactory earnings growth. The focus will be

on upgrading and strengthening the infrastructure of the business.

ASSUMPTIONS

a) Based on clearances of merchandise, sales mix and tight inventory management consistent with 2008.

b) Based on the assumed gross margin and ability to manage operating expense growth below growth in sales.

c) Based on return on equity achieved in 2008.

d) Based on inventory turn achieved in 2008.

e) Based on current dividend cover policy.

Target Achieved Target Ten-year International Local 

Financial targets 2009 2008 2008 average benchmark benchmark

Gross margin (a) (%) 54 – 55 55 53 – 55 53 59 41

Operating margin (b) (%) 32 – 34 33 32 – 34 26 20 17

Return on equity (c) (%) 45 – 50 48 50 33 39 35

Inventory turn (d) (times) 6.2 – 6.5 6.5 6.0 – 6.2 5.9 4.0 4.0

Dividend cover (e) (times) 2.1 2.1 2.1 2.1 1.9 1.9

International benchmark: Based on ratios calculated for the average of Inditex and H&M for the 2007 period.

Local benchmark: Based on ratios calculated for the average of certain comparable listed competitors for the 2008 period.
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CHALLENGES FACING THE GROUP IN 2009

The 2009 year poses several challenges for the retail sector. While many of these factors relate to the current

economic environment within South Africa, others are specific to credit retailers and to those companies importing

fashion merchandise from Asia.

The major challenges identified by the Group are:

• regulatory uncertainty over the status of import quotas from China;

• escalating levels of inflation on imported merchandise from China;

• managing bad debts in a difficult global credit environment;

• identifying new customers who meet credit granting criteria; ensuring ongoing compliance with the National

Credit Act (‘NCA’);

• identifying real estate opportunities with high sales growth potential; 

• managing capital efficiently;

• growing revenue in environment of high interest rates and high inflation;

• containing operating costs with rising transport, freight and energy prices;

• unstable power supply impacting on trading in stores;

• retaining key staff and skills shortages in critical businesses; and

• accelerating transformation at all levels across the business.

A SUSTAINABLE FUTURE IN FASHION

The Group is committed to playing a meaningful role in sustainable development and recognises that as the country

prospers so too should the fashion industry, thus ensuring our business will grow.

The Group has embarked on a strategic sustainability project to ensure that capacity is developed internally to

respond to the challenges that lie ahead. This strategy positions sustainability as a long-term, company-wide

mindshift and the strategy is being integrated into risk, transformation and energy-efficiency initiatives within the

Group.  

Further details on the strategy and the Group’s sustainability performance over the past year are contained in the

Sustainability Report on page 85.

Sustainability highlights for 2008 included: 

• continued support of the country’s local clothing and textile industry, with the Group purchasing in excess of

50% of its products from local suppliers;

• enhancing BBBEE compliance to level 7 from level 8, driven by improvements in employment equity,

procurement and enterprise development;

• continued transformation of the work force, with 86% of staff being black and 73% female;

• training over 5 000 employees, of which 90% were black staff; and

• participation in the Carbon Disclosure Project for the first time.
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SHARE STATISTICS

Period 2008 2007 2006 2005
Number of weeks 53 52 52 52

Performance on JSE 
Traded share prices 
period-end (cents per share) 2 190 3 600 2 055 1 740 
high (cents per share) 3 950 4 499 2 949 1 880 
low (cents per share) 2 060 1 925 1 700 1 000 
weighted average (cents per share) 2 931 3 001 2 421 1 505 

Price earnings ratio 7 14 11 12 
Share price index (1998:400 = 100) 548 900 514 435 
JSE retail index (1998:9 551 = 100) 197 343 235 207 
Period-end share price/net  
asset value per share (times) 3 6 5 4 
Number of shares in issue (000's) 452 995 450 773 482 915 487 241 
Number of shares in issue  
adjusted for treasury shares (000's) 428 342 433 464 433 891 447 498 
Volume of shares traded (000's) 692 403 551 772 398 943 236 232 
Number of transactions 120 507 87 632 45 211 21 950 
Volume traded as a % of  
number of shares in issue (%) 153 122 83 49 
Value of shares traded (Rm) 20 293 16 557 9 658 3 555 
Market capitalisation (Rm) 9 921 16 228 9 924 8 478 

Share performance
Basic earnings (cents per share) 25 295.6 248.6 186.4 144.8 
Headline earnings (cents per share) 25 295.6 248.6 186.4 144.8 
Cash flow (cents per share) 301 187 114 125 
Cash equivalent earnings (cents per share) 314 268 202 152 
Net asset value (cents per share) 18 682 555 440 407 
Dividends declared (cents per share) 33 144 120 89 69 
Cumulative shares repurchased* (Rm) 1 079 895 728 330 
Cumulative shares repurchased* (000's) 68 067 60 723 56 223 39 743 

# The statistics for 1998 are for the period between 11 May 1998 (date of listing) and 30 June 1998.
* These include shares previously repurchased and cancelled in 2007 of 36 million shares with a cost of R275 million and in 2006 7 million 

shares with a cost of R200 million.

Ten-year
compound
growth %

DIVIDENDS AND HEADLINE
EARNINGS PER SHARE

Dividends per share            Headline earnings per share
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EARNINGS, CASH FLOW AND CASH
EQUIVALENT EARNINGS PER SHARE

Cash flow per share         Earnings per share         Cash equivalent earnings per share
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NET ASSET VALUE PER SHARE AND
TRADED SHARE PRICE AT PERIOD-END

Net asset value per share           Traded share price: period-end
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SHARE STATISTICS

2004 2003 2002 2001 2000 1999 1998#

52 52 53 52 52 52 52

1 011 730 599 509 550 625  400
1 060 800 610 580 720 700  915

715 530 415 350 450 208  400
903 623 513 457 578 464  637

9 9 10 12 18 24  12
253 183 150 127 138 156  100
130 87 68 64 108 113  100

3 3 3 3 4 4  3
482 732 476 385 467 603 461 289 457 709 448 511 429 526

446 374 460 444 449 874 457 172 457 709 448 511 429 526
204 582 213 396 180 585 102 827 142 235 107 670  31 024
13 972 9 538 7 065 6 985 8 241 10 585  3 170

42 45 39 22 31 24  7
1 847 1 329 927 470 822 500  198
4 880 3 478 2 801 2 348 2 517 2 803  1 718

113.0 84.9 64.2 47.0 (4.0) 27.3  32.3
110.0 85.8 63.3 43.5 30.9 25.9  32.6

104 98 32 50 43 36  32
126 98 76 56 10 42  48
326 282 222 182 148 163  134
48 34 22 15 13 13  8

275 80 67 – – – –
36 358 15 768 13 612 – – – –
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The Group information has been disclosed for the 2001 to 2008 periods. Information in respect of the prior periods has been excluded as these
periods include the effects of discontinued operations. For the purposes of comparability the information in respect of the operating company,
Truworths Limited, has been disclosed for the 1999 and 2000 financial periods. 

* Other income has been separately disclosed from 2005.

Nine-year 
compound

Period growth % 2008 2007 2006
Number of weeks 53 52 52

Rm Rm Rm 

INCOME STATEMENTS
Sale of merchandise 18 5 651 4 858 3 816 
Cost of sales 18 (2 568) (2 166) (1 765)

Gross profit 19 3 083 2 692 2 051 
Other income* 146 123 81 
Trading expenses 16 (1 874) (1 543) (1 178)

Depreciation and amortisation (96) (82) (74)
Employment costs (600) (539) (442)
Occupancy costs (415) (361) (272)
Trade receivable costs (464) (280) (156)
Other operating costs (299) (281) (234)

Trading profit 27 1 355 1 272 954 
Interest received 525 345 290 

Profit before finance costs, discontinued operations and tax 26 1 880 1 617 1 244 
Finance costs – – – 

Profit before discontinued operations and tax 1 880 1 617 1 244 
Discontinued operations – – – 

Profit before tax 26 1 880 1 617 1 244 
Tax expense (596) (527) (420)

Profit for the period 25 1 284 1 090 824 
Minority interest (7) (10) (1)

Profit for the period attributable to equity holders of the parent 25 1 277 1 080 823 

CASH FLOW STATEMENTS 
Cash flow from operating activities
Cash EBITDA 24 1 474 1 389 1 050 
Working capital movements (104) (372) (274)

Cash generated from/(utilised by) operations 26 1 370 1 017 776 
Net interest received 525 345 288 
Tax paid (595) (549) (563)

Cash inflow/(outflow) from operations 26 1 300 813 501 
Dividends paid 50 (575) (456) (362)

Net cash from/(used in) operating activities 725 357 139 

Net cash used in investing activities (239) (210) (144)

Net cash (used in)/from financing activities (169) (150) (382)

Net increase/(decrease) in cash and cash equivalents 317 (3) (387)
Net cash inflow from discontinued operations – – – 

Net increase/(decrease) in cash and cash equivalents for the period 317 (3) (387)

BALANCE SHEETS
Assets
Non-current assets 848 755 574 
Current assets 16 3 055 2 582 2 060 

Total assets 15 3 903 3 337 2 634 

Equity and liabilities
Attributable to equity holders of the parent 2 920 2 394 1 908 
Minority interests – 10 – 

Total equity 17 2 920 2 404 1 908 
Non-current liabilities 85 97 87 
Current liabilities 898 836 639 

Total equity and liabilities 3 903 3 337 2 634 

TEN YEAR REVIEW
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TEN YEAR REVIEW

2005 2004 2003 2002 2001 2000 1999
52 52 52 53 52 52 52
Rm Rm Rm Rm Rm Rm Rm 

3 115 2 719 2 306 1 984 1 595 1 417 1 247  
(1 443) (1 287) (1 141) (949) (759) (677) (599)

1 672 1 432 1 165 1 035 836 740 648  
58

(985) (834) (761) (676) (622) (579) (488)

(65) (69) (67) (58) (48) (48) (44)
(384) (349) (304) (271) (240) (216) (197)
(232) (201) (179) (163) (152) (140) (127)
(107) (81) (79) (61) (69) (70) (37)
(197) (134) (132) (123) (113) (105) (83)

745 598 404 359 214 161 160  
234 148 144 89 75 65 78  

979 746 548 448 289 226 238  
– – (1) – – (2) (1)

979 746 547 448 289 224 237  
– 15 (1) 5 15 (194) 4 

979 761 546 453 304 30 241  
(328) (243) (159) (162) (90) (68) (71)

651 518 387 291 214 (38) 170  
(3) (1) – – – – –  

648 517 387 291 214 (38) 170 

820 674 481 433 274 35 217  
(233) (139) (53) (179) (22) (47) (50)

587 535 428 254 252 (12) 167  
232 144 140 84 68 55 72 
(261) (205) (123) (192) (92) (72) (82)

558 474 445 146 228 (29) 157  
(266) (194) (118) (75) (53) (16) (15)

292 280 327 71 175 (45) 142  

(77) (88) (56) (208) (36) (40) (51)

(36) (193) 39 (46) 4 – –  

179 (1) 310 (183) 143 (85) 91  
– 10 1 5 15 – –  

179 9 311 (178) 158 (85) 91  

499 449 409 429 280 291 300  
2 119 1 639 1 431 966 1 017 801 820  

2 618 2 088 1 840 1 395 1 297 1 092 1 120  

1 823 1 455 1 302 1 000 830 676 729  
13 12 – – – – –  

1 836 1 467 1 302 1 000 830 676 729  
99 127 154 168 178 186 186  

683 494 384 227 289 230 205  

2 618 2 088 1 840 1 395 1 297 1 092 1 120 
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RATIOS

RETURN ON EQUITY AND CAPITAL
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Nine-year
compound
growth %

or ten-year
Period average (Av.) 2008 2007 2006
Number of weeks 53 52 52 

Returns
Return on equity (%) Av. 33 48 50 44 
Return on capital (%) Av. 53 71 75 66 
Asset reinvestment rate (v) :1 Av. 1.4 1.8 2.0 1.5 
Return on invested capital (ROIC) (%) Av. 24 31 28 27 
Weighted average cost of capital (WACC) (%) Av. 16 16 13 13 
ROIC divided by WACC (%) Av. 1.6 1.9 2.2 2.1 

Productivity
Sale of merchandise per full-time equivalent 
(FTE) employee** (R’000) 11 930 843 765 
Sale of merchandise per store** (R’000) 10 12 285 11 324 10 630 
Sale trading density** (R) 11 29 965 28 802 24 719 
Net asset turn (times) Av. 1.9 1.9 2.0 2.0 
Net assets per FTE employee (R’000) 464 404 368 
Gross margin (%) Av. 53 55 55 54 
Trading margin (%) Av. 19 24 26 25 
Operating margin (%) Av. 26 33 33 33 
EBITDA margin (%) Av. 29 35 35 35 
Basic earnings per FTE employee (R’000) 203 183 159 
Inventory turn (times) Av. 5.9 6.5 6.1 6.1 
Effective tax rate (%) 32 33 34 

Solvency and liquidity
Net cash to total equity (%) Av. 24 18 9 11 
Total liabilities to total equity (%) Av. 45 34 39 38 
Current ratio :1 Av. 3.5 3.4 3.1 3.2
Dividend cover (times) Av. 2.1 2.1 2.1 2.1 

Annual growth
Sale of merchandise (%) 16 27 23
Trading profit (%) 7 33 28
Profit before finance costs, discontinued  
operations and tax (%) 16 30 27
Profit before tax (%) 16 30 27
Profit for the period (excluding minority interest) (%) 18 31 27

The Group information has been disclosed for the 2001 to 2008 periods. Information in respect of the prior periods has been excluded as these
periods include the effects of discontinued operations. For the purposes of comparability the information in respect of the operating company,
Truworths Limited, has been disclosed for the 1999 and 2000 financial periods.

v Excluding head office (No 1 Mostert Street) and its related depreciation
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RATIOS

PROFIT FOR THE PERIOD AND
SALE OF MERCHANDISE

Profit for the period Sale of Merchandise
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** Excludes sale of merchandise made by YDE to customers as these sales are on behalf of designers. YDE earns commission which is reported
in the Group’s revenue and is also included in other income. 

x % change not meaningful

2005 2004 2003 2002 2001 2000 1999
52 52 52 53 52 52 52

39 38 34 32 28 (5) 26  
59 54 48 49 38 32 37  
1.6 1.0 1.0 1.2 1.3 1.3 1.1  
26 25 21 22 20 17 18  
13 15 14 17 16 19 20  
2.0 1.7 1.5 1.3 1.3 0.9 0.9  

707 695 622 564 471 428 359  
9 497 8 828 8 007 7 321 5 974 5 535 5 262  

22 335 20 481 18 120 16 428 14 329 13 082 11 965  
1.7 1.9 1.8 2.0 1.9 2.1 1.7  
399 361 351 284 245 204 210  
54 53 51 52 52 52 52  
24 22 18 18 13 11 13  
31 27 24 23 18 16 19  
34 30 27 26 21 19 23 

141 127 104 83 63 (11) 49 
5.6 6.5 6.7 6.1 5.2 5.5 4.5 
34 32 29 36 30 227 29 

33 31 34 13 38 23 33 
43 42 41 40 56 62 54 
3.1 3.3 3.7 4.3 3.5 3.5 4.0
2.1 2.3 2.5 2.9 2.9 – 2.1 

15 18 16 24 13 14 10
25 48 13 68 33 x 6

31 36 22 55 28 x 12
29 39 21 49 x x 16
25 34 33 36 x x 30
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RATIOS (CONTINUED)

Nine-year
compound
growth %

or ten-year
Period average (Av.) 2008 2007 2006
Number of weeks 53 52 52 

Key debtor statistics
Number of active customer accounts (000’s) 1 783 1 689 1 364 
Overdue accounts as a % of total debtors (%) Av. 15 17 15 14
Net bad debts: credit sale of merchandise (%) Av. 3.4 6.3 3.6 2.7 
Credit:cash sales mix** (%) 70:30 73:27 74:26
Net bad debts as a % of trade receivables (%) Av. 6.6 11.3 6.6 5.1 
Doubtful debt allowance as a % of trade receivables (%) Av. 6.6 11.9 7.9 5.9 
Cost of credit: (cost)/surplus (Rm) (13) 6 61 

Operating statistics
Total number of FTE employees excluding YDE 6 079 5 762 4 991 
Total number of FTE employees including YDE 6 288 5 950 5 180 
Total number of Truworths stores excluding franchisees 436 408 342 
Total number of franchise stores 24 22 17 
Total number of YDE stores 16 14 12 
Total trading area, excluding franchisees and YDE (m2) 7 199 579 182 327 162 847 
Total trading area for YDE stores (m2) 10 5 290 4 837 3 772 
Trading expenses as a % of sale of merchandise (%) 33 32 31

Depreciation costs as a % of sale of merchandise (%) 2 2 2
Employment costs as a % of sale of merchandise (%) 11 11 12
Occupancy costs as a % of sale of merchandise (%) 7 7 7
Trade receivable costs as a % of sale of merchandise (%) 8 6 4
Other operating costs as a % of sale of merchandise (%) 5 6 6

The Group information has been disclosed for the 2001 to 2008 periods. Information in respect of the prior periods has been excluded as these periods include
the effects of discontinued operations. For the purposes of comparability the information in respect of the operating company, Truworths Limited has been disclosed
for the 1999 and 2000 financial periods.

** Excludes sale of merchandise made by YDE to customers as these sales are on behalf of the designers. YDE earns commission, which is reported in the Group’s
revenue and is also included in other income.

GROUP BAD DEBT TREND
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RATIOS (CONTINUED)

TRADING EXPENSES AS A % OF SALE OF
MERCHANDISE
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1 074 857 780 737 729 709 
14 14 14 13 15 18 
2.3 2.2 2.5 2.2 3.7 4.7 

74:26 73:27 72:28 72:28 75:25 77:23
4.6 4.3 5.1 4.7 8.0 10.0 
5.9 5.9 5.9 5.6 5.6 4.9 
41 (11) (3) (18) (37) –

4 403 3 912 3 710 3 520 3 386 3 310 3 474  
4 604 4 062 3 710 3 520 3 386 3 310 3 474  

311 291 269 257 255 246 230  
17 17 19 14 12 10 7  
13 12 – – – – –  

146 285 133 604 127 072 121 170 115 414 109 402 104 221  
3 909 3 649 – – – – –  

32 31 33 34 39 41 39

2 3 3 3 3 3 4
12 13 13 14 15 15 16
8 7 8 8 10 10 10
3 3 3 3 4 5 3
7 5 6 6 7 8 6
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DEFINITIONS

1. Asset reinvestment rate
Capital expenditure for the period divided by depreciation.

2. Basic earnings per full-time equivalent (‘FTE’) employee
Profit for the period attributable to equity holders of the parent,
divided by the number of full-time equivalent employees in service at
the end of the period.

3. Cash ‘EBITDA’
Cash flow from trading plus dividends received.

4. Cash equivalent earnings per share
Profit for the period, adjusted for non-cash items and deferred tax,
divided by the weighted average number of shares. 

5. Cash flow from trading
Profit before finance costs and tax, adjusted for dividends and
interest received and non-cash items.

6. Cash flow per share
The cash inflow from operations for the period divided by the
weighted average number of shares.

7. Cash realisation rate
Represents the potential cash earnings realised and is derived by
dividing cash flow per share by cash equivalent earnings per share.

8. Cost of credit
Comprises interest received on customer accounts and financial
services income, less net bad debt (which includes the movement
on the doubtful debt allowance) and collection and other direct costs
incurred in providing credit.

9. Current ratio
Current assets divided by current liabilities.

10. Dividend cover
Headline earnings per share divided by dividends declared per
share.

11. Dividend yield
Dividends declared per share divided by the period-end share price
on the JSE.

12. Earnings yield
Basic earnings per share divided by the period-end share price on
the JSE.

13. EBITDA
Earnings before interest paid, tax, depreciation and amortisation.

14. EBITDA margin
EBITDA divided by sale of merchandise.

15. Free cash flow
Cash flow from operations less capital expenditure to maintain
operations. 

16. Full-time equivalent employees
Determined by converting the actual number of flexi-time employees
into a lesser number of full-time equivalent employees (through
dividing the aggregate working hours of all flexi-time employees by
standard working hours), and adding this latter number to the actual
number of permanent employees.

17. Fully diluted weighted average number of shares
The weighted average number of shares in issue, adjusted for
treasury shares held by subsidiaries, diluted by the share options
outstanding in respect of the equity-settled share incentive scheme.

18. Gross margin
Gross profit divided by sale of merchandise.

19. Headline earnings
Net income attributable to equity holders of the parent adjusted for
the after-tax effect of exceptional items.

20. Headline earnings per share
Headline earnings divided by the weighted average number of
shares in issue for the period.

21. Market capitalisation
The period-end share price on the JSE multiplied by the number of
shares in issue at the end of the period.

22. Period-end share price/net asset value per share
The period-end share price on the JSE expressed as a ratio of the
net asset value per share.

23. Net assets
The total of non-current assets and net current assets, less non-
current liabilities, at the end of the period.

24. Net asset turn
Sale of merchandise divided by closing net assets.

25. Net asset value per share
Total equity divided by the number of shares in issue (net of treasury
shares) at the end of the period.

26. Net cash to total equity
Cash and cash equivalents, net of borrowings, divided by total equity
at the end of the period.

27. Notional interest
Interest recognised on a time-apportionment basis using the
effective interest rate implicit in the underlying transaction.

28. Operating profit
Profit before tax.  

29. Operating margin
Operating profit divided by sale of merchandise.

30. Price earnings ratio
The period-end share price on the JSE divided by headline earnings
per share for the period.

31. Return on equity
Profit for the period divided by the average of the current and prior
period’s total equity.

32. Return on invested capital (‘ROIC’)
Profit before tax adjusted for operating lease costs, less
depreciation subsequently calculated on the “capitalised” operating
leases, less the adjusted tax charge, divided by the sum of the net
assets and newly capitalised operating leases at the end of the
period.

33. Return on capital
Profit before finance costs and tax divided by the average of the
current and prior periods’ total net assets.

34. Sale of merchandise
Represents sale of merchandise through retail outlets, together
with sale of merchandise to franchisees, but excludes discounts,
value added tax and agency sale of merchandise to customers. 

35. Sale trading density
Represents annualised sale of merchandise (excluding sales to
franchisees) which takes into account stores that opened and
closed during the period, divided by trading square metres.

36. Share-based payments 
The expense recognised in the income statement over the vesting
period of options granted to employees in terms of the equity- and
cash-settled compensation schemes.

37. Inventory turn
Cost of sales for the period divided by inventories on hand at the end
of the period.

38. Trading profit
Gross profit plus other income less trading expenses.

39. Trading margin
Trading profit divided by sale of merchandise.

40. Weighted average cost of capital (‘WACC’)
The risk-free rate at the end of the period as defined by the
RSA (R157) long-term bond yield adjusted by a risk premium
appropriate for the Group.

41. Weighted average number of shares in issue
The number of shares in issue at the beginning of the period,
increased by shares issued during the period, and decreased by
share repurchases, weighted on a time basis for the period during
which they were in issue. In the case of shares issued pursuant to a
share capitalisation award in lieu of dividends, the participation of
such shares is deemed to be from the date of issue.

42. Weighted average price per share traded
The total value of shares traded divided by the total volume of shares
traded for the period on the JSE.
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CHAIRMAN’S REPORT

Our board believes that 2009 will remain tough and the

trading environment is unlikely to show any marked

signs of improvement. We would expect the status quo

to prevail throughout our financial period. Some

economic commentators are cautiously predicting that

interest rates may start moving down in the first half of

next year.

We remain positive on the long-term prospects for the

Group and believe that our successful business model

will be a differentiator in the current environment.

FINANCIAL PERFORMANCE

The board has been most encouraged to witness the

decisive response from management and to see how

the business has adapted to operating in a tightening

economy. 

An intense focus on improving processes to manage

key risks in the business, creating efficiencies through

targeted spending, maintaining credit approval

standards in managing the debtors’ book and

continuing to drive market share growth has resulted in

a most satisfactory performance for the financial

period. Key to the success has been a lack of

complacency and constant reinvention of systems and

processes.

Headline earnings for the period increased by 18% to

R1 277 million, with fully diluted headline and basic

earnings per share of 289.6 cents being 19% higher

(or 15% when the 53rd trading week is excluded) than

the 242.5 cents achieved in the prior period.

Shareholders will receive a total cash dividend of 144

cents per share, an increase of 20% over the 2007

financial period. The level of dividend cover has been

maintained at 2.1 times headline earnings per share. 

ENHANCING CORPORATE GOVERNANCE

While the board believes that the governance

framework of the Group is currently at least in line with

best practice prevailing in South Africa, the directors

and management have continued to critically appraise

MANAGING THROUGH A DOWNTURN

The rapid pace of the downturn in the economy over

the past year caught even the most seasoned market

watchers by surprise. Twelve months ago it would have

been difficult to predict the severity of  the slowdown

and the impact this would have on credit-active

consumers.

After 10 interest rate increases totaling 500 basis

points since May 2006, the ratio of household debt to

disposable income reached a record high of 78% in the

first half of 2008. At the same time CPIX accelerated

to its highest levels since 1992, driven largely by food

and transport costs. Real disposable income levels

have dropped, access to credit tightened and these

factors have resulted in declining sales levels in the

overall retail sector. 

Against the background of a weakening economy, debt-

burdened South Africans have also had to deal with the

stress of power shortages, political uncertainty over

our country’s leadership, the turmoil in neighbouring

Zimbabwe and violence against displaced refugees in

our own country.

The slowdown has thankfully not yet led to widescale

job losses, with employment levels remaining steady.

Private and public sector infrastructure spending is still

providing stimulation to the economy and should

continue to do so in the forthcoming years as

investment is made in electricity, road and transport

infrastructure, as well as the infrastructure for the

2010 FIFA World Cup.

Hopefully interest rates have started to stabilise and

the decision not to raise rates at the August 2008

meeting of the central bank’s monetary policy

committee may signal that rates have finally peaked.

While any good news for consumers is also positive for

our business, we must guard against believing that any

good news signals an upturn in economic conditions

and an uplift in consumer sentiment. Realistically this

will only happen when interest rates drop by a few basis

points and food and fuel price pressures abate.

25
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levels of conformance and further enhanced

standards. 

Following the recent promulgation of the Corporate

Laws Amendment Act, the charter of the Audit

Committee was revised to meet the requirements of

this far-reaching legislation.

The Group has also adopted best practice in relation to

obtaining shareholder approval on the fees paid to non-

executive directors. Approval will be sought at the

annual general meeting in November this year and the

new fee structure, if approved, will be implemented

effective from July 2008. The practice to date has

been to obtain shareholder approval retrospectively.

These and further changes are outlined in the

Corporate Governance Report on pages 64 to 75.

Shareholders will be aware that the King II Code on

corporate governance is currently being revised. It is

anticipated that ‘King III’ will be published during the

2009 financial period and will necessitate a review of

corporate governance practices in the business. 

We welcome regulation that safeguards the interests

of our stakeholders but would urge the regulators to

achieve a balance between compliance and

administrative procedures on one hand and enabling

businesses to generate wealth for shareholders on the

other. 

The Group’s 2007 annual report was ranked seventh

out of the top 100 companies listed on the JSE in Ernst

& Young’s Annual Excellence in Corporate Reporting

Awards. Truworths International has a track record of

outstanding performance in this survey and it was

most pleasing to be elevated from the ‘excellent’

category into the top ten. More importantly, this is an

independent endorsement of the quality of reporting to

our shareholders and the wider investment community. 

BOARD OF DIRECTORS

The board was particularly pleased to conclude an

agreement with Michael Mark to extend his contract

as Chief Executive Officer for three years until 30 June

2011. The terms of his contract are substantially in

line with his existing contract. 

However, Michael’s decision to commit to the Group for

a further three years has not lessened the need for

succession planning across the business. Succession

is one of the key responsibilities of the Non-executive

Committee of the board and a detailed succession plan

is in place for all senior positions within the business.

The Group has developed a strong senior management

team with industry leading specialists in all key

positions and this provides the board with several

candidates for succession. 

ACKNOWLEDGEMENTS

The past year has been most demanding and credit

must go to all staff for their contribution in achieving

these results.

Thank you to the management team, so ably led by

Michael Mark, and my board colleagues. The directors

add considerable value to the Group through their

rigorous debate at board meetings and sharing their

wealth of business insight and experience. Michael

recently celebrated his 20th year of service with the

Group and we thank him for his unwavering

commitment over this extended period.

Thank you to our shareholders for your continued

investment in our business, as well as our suppliers,

business partners, advisers, the investment

community and the media for your ongoing support. 

Hilton Saven

Independent Non-executive Chairman

CHAIRMAN’S REPORT (CONTINUED)
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1 2 3 4

1. Hilton Saven (55) BCom, CA (SA) 
Chairman of the board 
Independent non-executive director 

Chairman: Mazars Moores Rowland South Africa
Director: Lewis Group Ltd, Mazars International 

Appointed to the board in February 2003
Member of Audit Committee and Remuneration Committee

2. Michael Mark (55) BCom, MBA, ACMA
Chief Executive Officer 
Executive Chairman of Truworths Ltd

Director: Young Designers Emporium (Pty) Ltd, Truworths (Namibia) Ltd, Uzzi (Pty) Ltd 

Appointed to the board in July 1988

3. Rob Dow (51) BSc (Hons), Dip.Acc (Dist), CA
Independent non-executive director

Investment adviser and business consultant
Director: Kensani Capital (Pty) Ltd, Morella Investments (Pty) Ltd, St Mary’s School Waverley (Assoc. incorp. under S21) 

Appointed to the board in February 1998
Chairman of Remuneration Committee and member of Audit Committee

4. Wayne van der Merwe (50) BCom, B Acc Sc (Hons), CA(SA)
Group Financial Director

Director: Truworths Ltd, Young Designers Emporium (Pty) Ltd, Uzzi (Pty) Ltd, Truworths (Namibia) Ltd, Truworths (Swaziland) Ltd

Appointed to the board in August 2002
Chairman of Social Responsibility Committee and member of Risk Committee and Transformation Committee

TRUWORTHS INTERNATIONAL BOARD
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5. Thandi Ndlovu (53) BSc, MBChB
Independent non-executive director

Businesswoman
Chairman: Motheo Group (Pty) Ltd, South African Wine Industry Trust, IFCA Technologies Ltd
Director: South African Women in Construction
Member: Private Security Industry Regulatory Council, Playhouse Company of KwaZulu-Natal 

Appointed to the board in February 2001

6. Mike Thompson (65) BCom, MBA, AMP (Harvard)
Independent non-executive director

Retired banking executive and management consultant
Chairman: SA Select Property Investments Ltd, Siyasanga Cape Town Theatre Company
Member: Institute of Directors’ Audit Committee Forum, Board of Advisors – UCT Graduate School of Business
Director: Accelerate Cape Town (Pty) Ltd 

Appointed to the board in March 2004
Chairman of Audit Committee and member of Risk Committee

7. Edward Parfett (66) AMP (Harvard)
Independent non-executive director

Retired retail executive and business consultant
Director: Microb Investments (Pty) Ltd

Appointed to the board in February 1988 
Chairman of Non-executive Committee

8. Sisa Ngebulana (42) B Juris, CEA (SA), LLB, LLM
Independent non-executive director

Attorney of the High Court
Executive chairman of Billion Group (Pty) Ltd
Director: Attfund Ltd, Hemingway Shopping Centre (Pty) Ltd, Mdantsane City Shopping Centre (Pty) Ltd

Appointed to the board in May 2007

9. Tony Taylor (61) BA 
Deputy Managing Director

Director: Truworths Ltd, Truworths (Namibia) Ltd, Truworths (Swaziland) Ltd, Mobile Telephone Networks (Pty) Ltd

Appointed to the board in February 1999
Chairman of Risk Committee and Transformation Committee
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1. Doug Dare (47) B Bus Sc
Director: Merchandising

Appointed to board in July 1999
Employee since June 1984

2. Hannes Holtzhausen (55) Dip Datametrics, MAP
Director: Information Systems 

Appointed to board in February 2000
Member of Risk Committee
Employee since August 1997 

3. Emanuel Cristaudo (49) BCom 
Director: Customer Relations Management 

Appointed to board in February 2000
Member of Risk Committee
Employee since November 1997

4. Wayne van der Merwe (50)  BCom, B Acc Sc (Hons), CA(SA)
Group Financial Director
Director: Truworths Ltd, Young Designers Emporium (Pty) Ltd, Uzzi (Pty) Ltd, Truworths (Namibia) Ltd, Truworths (Swaziland) Ltd

Appointed to board in January 1999
Chairman of Social Responsibility Committee and member of Risk Committee and Transformation Committee
Employee since January 1999

5. Michael Mark (55) BCom, MBA, ACMA
Chief Executive Officer 
Executive Chairman of Truworths Ltd
Director: Young Designers Emporium (Pty) Ltd, Truworths (Namibia) Ltd, Uzzi (Pty) Ltd 

Appointed to board in July 1991
Employee since July 1991

6. Tony Taylor (61) BA 
Deputy Managing Director
Director: Truworths Ltd, Truworths (Namibia) Ltd, Truworths (Swaziland) Ltd

Appointed to board in August 1992
Chairman of Risk Committee and Transformation Committee
Employee since August 1992

7. Derek Kohler (55) BA (Econ) (Hons) 
Director: Store and Franchise Operations 

Appointed to board in November 1997
Employee since July 1981
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50% owing to the increased levels of cash on the

balance sheet. It is anticipated that this ratio will

remain between 45% and 50%, with excess cash

being utilised to continue our share repurchase

programme and to take advantage of any acquisition

opportunities should they arise.

FINANCIAL AND TRADING PERFORMANCE

While a great deal has been written about the

economic impact on the retail sector, our business has

always been positioned to manage through a downturn.

We have a culture of cost consciousness and are not a

self-indulgent business. Our systems and processes

also allow us to respond rapidly to changes in the

trading environment.

Merchandise sales increased 16% to R5.7 billion for

the period. The performance in the second half slowed

markedly from the first six months, primarily due to the

increasingly challenging trading environment.

Some of the merchandise categories in Truworths

performed slower than anticipated, although other

brands such as Identity, LTD and Daniel Hechter all

grew sales by more than 20% over the prior financial

period. 

We continued to trade ahead of the market and grew

our share of both ladieswear and menswear as

measured by the Retail Liaison Committee (‘RLC’) to

21% and 18% respectively.

Our ability to manage the risk of fashion is one of the

key strengths of the business and we were able to

respond rapidly to the slowdown in trading. Inventory

levels were well managed through this period, with the

DELIVERING ON COMMITMENTS TO

SHAREHOLDERS

2008 marked the tenth year of the listing of Truworths

International on the Johannesburg Stock Exchange

(‘JSE’). Over this decade the Group has strived to

deliver on its commitment to enhance wealth for

shareholders.

Since making our debut on the JSE we have returned

over R3.2 billion to shareholders through dividend

payments and share repurchases. 

Looking at the longer term measures of wealth

creation and growth in the business since 1998, we

have increased headline earnings ninefold, almost

doubled our return on equity, increased sale of

merchandise five times and shown a 26% compound

growth in profitability.

While we listed in a year of market turbulence when

interest rates reached all-time high levels in South

Africa, we have also had the benefit of a protracted

retail boom for a number of years. 

However, the 2008 financial period has been marked

by a slowdown in the economy and a resultant cutback

in retail spending, which is covered by the Chairman in

his report. Nevertheless, the Group has continued to

deliver on the undertakings made to shareholders.

Pleasing progress has been made in achieving the

objectives outlined in last year’s annual report and our

performance against these objectives is detailed on

page 10 of the report. 

We also committed to financial targets for 2008 and

delivered on the goals set for gross margin, operating

margin, inventory turn and dividend cover. The return

on equity at 48% was slightly lower than the targeted
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inventory level increase of 12% being held below

merchandise sales growth of 16%. Inventory turn

improved to 6.5 times and the gross margin was

maintained at 55%.

Management has also focused on improving the quality

of earnings during the period. The success of this

strategy is reflected in the 103% improvement in net

cash generated from operating activities from

R357 million to R725 million. The Group ended the

period with cash and cash equivalents of R533 million

after utilising R414 million to fund capital expenditure,

share buy-backs and the Uzzi acquisition.

A detailed analysis of the performance is contained in

the Group Financial Director’s Report on pages 38

to 47. 

EXPANDING TRADING SPACE

New real estate opportunities continue to be presented

to the Group. Despite the economic slowdown we have

continued to invest in the prudent expansion of our

retail store footprint to position the Group favourably

for the eventual turnaround in the current trading

cycle. 

During the period we grew trading space by 9% to 

204 000 m2 by opening a net 30 stores and 

expanding, refurbishing or relocating 21 stores. The

sales trading density has increased to close on

R30 000 per m2.

The Group has an enviable portfolio of stores in the

finest retail locations and will continue to expand the

store base in the year ahead as a means of gaining

market share. 

MANAGING CREDIT RISK

As economic conditions tightened during the year the

Group did not deviate from its strict credit granting

criteria and continued to apply a qualifying payment of

90% for credit customers to avoid delinquency. 

The active account base grew by 94 000 to almost

1.8 million across Truworths, Identity, YDE and now

Uzzi, with the rejection rate on new account

applications increasing from 59% to 60%. Credit sales

accounted for 70% (2007: 73%) of retail sales while

84% (2007: 85%) of active account holders were

eligible to purchase at the end of the period. 

Net bad debt as a percentage of trade receivables

grew from 6.6% to 11.3% while the doubtful debt

allowance was raised from 7.9% to 11.9%. This sharp

increase can be attributed to the recent strong growth

in new customers such that the number of active

accounts has more than doubled over the past five

years, as well as the prevailing economic climate. 

The additional interest income earned on the debtors’

book during the period offset the increased net bad

debts and associated costs, with the result that these

costs had little impact on operating profit margins. 

Further detail is contained in Managing the Risk of

Credit Report on page 48 to 52.

CUSTOMER SERVICE EXCELLENCE

Customer service is the foundation of our business and

our vision states that customers will visit our stores

“…because shopping at Truworths is effortless and I

am helped by lively and committed people.”

We aim to employ people who subscribe to our

customer service philosophy and deliver what we

promise. As customers choose Truworths for their
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‘love of fashion’, it is important that our staff share this

passion for fashion and for servicing customers. Our

network of over 450 stores across the country and our

flexi-time staff contingent of over 5 000 makes

customer service training more challenging. 

It was therefore pleasing that Truworths was rated

fourth in South Africa for customer service in the

2007 Orange Index customer satisfaction

benchmarking survey. Now in its seventh year, this

authoritative survey measures service performance

standards across 12 industries and 70 companies,

with Truworths being among the most improved

companies in the recent survey. 

UZZI ACQUISITION

The Group acquired a 51% interest in menswear

fashion retailer Uzzi in July 2006. In January 2008 we

exercised our option to acquire the remaining

shareholding for R65 million. 

Uzzi is now operated as a wholly-owned division of

Truworths and five stores have been incorporated into

our emporium stores. The integration of the business

into Truworths will allow for cross-shopping and also

realise cost savings. The trading performance of Uzzi

has surpassed management’s expectations, with sales

growing by 35% over the past financial period. Ten

stores are planned for the year ahead and together

with the credit offering introduced during the 2008

financial period should result in continued strong sales

growth.

EMPLOYER OF CHOICE

Truworths has built a reputation as an employer of

choice in the fashion industry.

This year, I had the honour of completing 20 years’

service with the Group. Rather than being a personal

milestone I consider this a reflection of the stimulating

career opportunities offered by the Group where

everyone has the scope to excel in their chosen field. 

While Truworths is a leader in fashion retailing the

business offers career opportunities for specialists in a

range of fields way beyond fashion, from marketing to

finance, information technology, operations

management, risk, property and human resources,

amongst a wide array of other occupations. Staff can

reach the peak in their field of expertise and several of

our senior executives bear testimony to this.

CONTINUED INVESTMENT FOR GROWTH

The board is committed to investing in the longer term

growth of the business and capital expenditure of

R269 million has been approved for the 2009 financial

period. 

The Group plans to increase trading space by some

10% or 20 000 m2 with the opening of 40 new stores,

comprising 7 Truworths emporium stores, 3

Truworths Man, 19 Identity, 1 YDE and 10 Uzzi stores.

A further 21 stores will be refurbished or relocated to

improve trading environments. Capital expenditure of

R145 million has been committed to this store

development programme.

Sustained sales growth has also created the need to

invest in the Group’s distribution capacity. A second

distribution centre is to be built adjacent to the current

Truworths Distribution Centre (‘TDC’) in Epping, Cape

Town, and will be completed by the end of 2009. The

existing distribution facility is also being upgraded. It is

expected that this expanded capacity will meet the

distribution needs of our business until 2015.
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OUTLOOK

The retail environment will continue to be impacted by

high interest rates, high inflation and high levels of

consumer debt in the short term. It will be more

challenging to show higher levels of financial

performance as the 2009 financial period comprises

52 weeks compared to 53 weeks in 2008.

While bad debt levels have grown materially,

management remains satisfied with the quality of the

debtors’ book and conservative credit management

policies will continue to be applied. Enhanced collection

and customer acquisition strategies have also been

implemented.

The Group’s strategy is clearly defined, we have a

robust business model and even in tougher times it is

our core business of fashion that differentiates us in

the market and is the driver of sales growth. 

Challenging markets also present opportunities and the

Group is strategically positioned to capitalise on

opportunities that may arise, including potential

acquisitions within fashion retailing that can

complement the current offering.

Our performance objectives for the year ahead remain

largely unchanged from 2008 (refer to page 11) and

the board anticipates that trading activity in the 2009

financial period is likely to yield satisfactory earnings

growth. 

APPRECIATION

In closing I thank all the staff at head office, the

distribution centre and in the stores for their

contribution over the past year. We have all emerged

stronger and gained experience which will stand us in

good stead for the future. 

Thank you to our Chairman, and the directors of

Truworths International for their guidance during the

year. It has been most encouraging to see how true

leaders come to the fore in these more challenging

times and I thank my colleagues on the Truworths

board for their decisive leadership over the past year.

Our customers have continued to make us their first

choice for quality fashion and we thank them for their

loyal support during these trying times.

Michael Mark

Chief Executive Officer
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International Financial Reporting Interpretation
Committee (‘IFRIC’) interpretations during the period.
While this has not had any material effect on the
financial statements of the Group, in some instances it
has given rise to additional disclosures.

• IFRS 7, ‘Financial Instruments: Disclosures’

• IAS 1, ‘Amendment: Capital Disclosures’

• IFRIC 10, ‘Interim Financial Reporting and
Impairment’

• IFRS 8, ‘Operating Segments’

The Group has adopted IFRS 8 earlier than required by
the standard. Its adoption did not have any effect on
the financial statement performance or position of the
Group. It did, however, give rise to additional
disclosures and a revision to accounting policies.
Various other IFRS, amendments and IFRIC
interpretations that have been issued and are effective
have not been adopted by the Group as they are not
applicable to its activities.

Comparative figures have been restated for
reclassifications to allow more accurate comparison
between the current and prior period figures. The
classification changes have had no effect on the profit
for the prior period. The details of these classifications
can be found in note 33 of the annual financial
statements.

FINANCIAL PERFORMANCE

This review provides a detailed summary of the Group’s

performance over the past financial period and should

be read in conjunction with the annual financial

statements on pages 99 to 198.

INCOME STATEMENT

Sales growth

Group sale of merchandise, including retail and

franchise sales, increased 16% over the prior period to

R5 651 million. If the 53rd week is excluded, Group

sale of merchandise grew by 14% to R5 538 million.

Retail sales (before IFRS adjustments) increased by

15% to R5 863 million (2007: R5 087 million).

INTRODUCTION
In a year marked by an overall slowdown in the

economic environment, the Group delivered a

creditable financial performance relative to its targets

and the performance of its peers.

The key measure of headline earnings per

share increased by 19% to 295.6 cents (2007:

248.6 cents), while the other main financial ratios

were maintained at similar levels to 2007.

The Group achieved its published targets for gross

margin, operating margin and inventory turn. More

detailed disclosure on the Group’s performance against

its targets and objectives appears on pages 10 and 11.

Target Actual 
Financial target 2008 2008

Gross margin (%) 53-55 55
Operating margin (%) 32-34 33
Return on equity (%) 50 48
Inventory turn (times) 6.0 – 6.2 6.5

The 2008 financial period was a tale of two halves as

the impact of successive interest rate increases and

increasing inflation took its toll on consumers. This is

reflected in sale of merchandise increasing 20% in the

first six months and slowing to a growth of 12% for the

second six months. Headline earnings per share for

the first half grew by 26% while in the second half the

growth was 11%. 

The 2008 financial period comprised 53 trading weeks

and where relevant we have also included performance

for 52 weeks to allow for a comparison with the prior

period.

The 2007 Annual report was ranked seventh in Ernst

& Young’s Annual Excellence in Corporate Reporting

2008 ratings of JSE listed companies. This ranking

recognises our ongoing commitment to increasing

disclosure and enhancing our levels of reporting to the

Group’s stakeholders.

ACCOUNTING STANDARDS
The Group has adopted the following new and amended
International Financial Reporting Standards (‘IFRS’) and
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Sales growth included comparable store sales growth
of 8% (6% excluding week 53), with product inflation of
approximately 6%. Trading space increased by 9%
relative to the position at 24 June 2007 following the
opening of 17 Truworths, 13 Identity, 10 Uzzi and 2
YDE stores and the closure of 7 Truworths stores. At
the end of the period, the Group had 452 stores.

Franchise sales increased by 48% with two stores
being opened in Kenya, bringing the franchise store
base to 24.

Credit retail sales as a percentage of Group retail sales
declined from 73% to 70%. The lower mix of credit
sales is influenced by the strong sales growth in Identity
which is largely a cash based business. Group credit
retail sales increased by 11% to R4 126 million and
cash retail sales increased by 27% to R1 737 million
compared to the prior period. 

Trading and operating margins
Gross margin for the period remained at 55%. The
margin deteriorated slightly in the second half due to
the effect of increased markdowns in the second half
compared to the first half.

Trading profit increased 7% to R1 355 million compared
to R1 272 million in the prior period. The trading margin
declined from 26% in 2007 to 24% mainly as a result of
higher trade receivable costs arising from increased
levels of net bad debt and commensurate increases in
the doubtful debt allowance.

Operating profit (profit before tax) increased by 16% to
R1 880 million, with the operating and EBITDA margins
holding steady at 33% and 35% respectively. The
higher trade receivable costs were adequately offset by
the increased trade receivable interest earned on the
debtors’ book.
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• Employment costs increased by 11% to
R600 million. If non-comparable store costs are
excluded, employment costs increased by 8% to
R516 million. Employment costs remained at 11%
of sale of merchandise.

• Occupancy costs increased by 15% to R415 million
owing to higher rentals on new stores opened during
the period. Occupancy costs increased by 6% when
non-comparable new store costs are excluded.
Rental escalations averaged 8%.

• Trade receivable costs increased by 66% to
R464 million. This comprises net bad debts of
R259 million (2007: R135 million), debt collection
costs of R82 million (2007: R67 million) and the
doubtful debt allowance increase of R123 million
(R78 million).

The active account base grew by 6% to
approximately 1.8 million accounts with net bad
debts as a percentage of trade receivables
increasing to 11.3%. The increases in the Group’s
net bad debts and doubtful debt allowances resulted
from the strong growth of new accounts over the
last few years, as well as the general economic
conditions currently affecting the majority of credit-
active consumers. The additional interest income
earned on the debtors’ book during the period
adequately offset the increased net bad debts and
associated costs.

Other income
Other income increased 19% to R146 million. The
increase is mainly due to YDE and cellular sale
commissions increasing by R11 million, YDE display
fees being R5 million higher and an increase of
R5 million in financial services income.

Trading expenses
Trading expenses increased by 21% to R1 874 million
(12% excluding trade receivable costs), with total
expenses as a percentage of the sale of merchandise
increasing from 32% to 33%. First half expenses
increased by 20%, while second half expenses grew by
23%. This is mainly due to higher occupancy costs,
resulting from higher new store openings and
increased trade receivable costs incurred in the
second half.

• Depreciation and amortisation for the period
increased by 17% to R96 million, largely as a result
of increased capital expenditure of R166 million
during the period. Depreciation costs remained at
2% of sale of merchandise.
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Sales trading density
The Group has also shown continued improvement in
productivity measures over the past period. Sales
trading density, already the highest in the sector,
increased to R29 965 per m2 while the sale of
merchandise per employee grew from R843 000 to
R930 000. Sales trading density has reflected a
9-year compound growth of 11%.
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BALANCE SHEET
The balance sheet remains strong and the net asset
value per share grew by 23% to 682 cents (2007:
555 cents). Total assets increased by 17% to
R3.9 billion (2007: R3.3 billion).

Non-current assets
The 12% growth in non-current assets to R848 million
results from:

• Capital expenditure of R166 million (2007:
R156 million) which comprised store development,
head office refurbishments, warehousing facilities
and computer infrastructure and technology.

• Goodwill, which increased from R72 million to
R90 million as a result of goodwill arising on the
acquisition of the remaining 49% shareholding in
Uzzi.

• Derivative financial instruments, which decreased
from R45 million to R16 million largely due to the
revaluation of the High Performance Share-based
Scheme (HPSS) call options owing to the decline in
the share price from R36.00 at end June 2007 to
R21.90 at the end of the 2008 financial period.
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Further detail on the performance of the debtors’
book is contained in Managing the Risk of Credit
Report on pages 48 to 52.

• Other operating costs, which include administration
costs, are well below the level of inflation. Excluding
foreign exchange related costs, other operating
costs increased by 12%.

Interest received
Total interest received increased by 52% to
R525 million. Investment interest increased by 37% to
R37 million. The average interest rate earned on
investments for the period was 9.2% compared to
7.8% in the prior period and the average monthly cash
balance increased from R347 million to R403 million in
the current period.

Trade receivable interest received increased by 53% to
R488 million. Trade receivable interest, excluding the
notional interest adjustment in respect of interest-free
accounts, increased by 68% to R404 million. The
rates that were charged during the period were
between 20% and 26%, which is lower than the
maximum rate allowed by the National Credit Act
(‘NCA’). Further detail on the interest received on the
debtors’ book is contained in the Managing the Risk of
Credit Report on page 50.

Tax expense
The Group’s effective tax rate is 31.7% compared to
32.5% in the prior period. This decrease is mainly due
to the change in the company tax rate to 28% during
the financial period. The reduction in the Secondary Tax
on Companies (‘STC’) rate to 10% applied to the
payment of the interim dividend in March 2008.

Earnings
Headline earnings improved by 18% to R1 277 million
(14% increase excluding week 53) compared to
R1 080 million in 2007. Headline and basic earnings
per share of 295.6 cents increased by 19% (15%
excluding week 53) on a 248.6 cents per share
achieved in the prior period. Headline earnings per
share has reflected a ten-year compound growth rate
of 25%.

Dividends
The Group’s policy is to cover dividends by 2.1 times
headline earnings per share, with reference to the
interim and annual results.

A final cash dividend of 72 cents has been declared,
bringing total dividends for the financial period to
144 cents, an increase of 20% on the 120 cents
declared in 2007. 

Dividends per share have increased at a ten-year
compound growth rate of 33% since the JSE listing of
Truworths International in 1998.



• The deferred tax asset, which increased to

R63 million from R18 million mainly as a result of

the increase in the doubtful debt allowance.

Current assets

The 18% growth in current assets to R 3 055 million is

mainly due to:

• Inventories, which were 12% higher at

R397 million, primarily due to gross inventories

increasing 18% which is offset by the 39% rise in

allowances for markdowns, shrinkage and write-offs.

Allowances for markdowns as a percentage of gross

inventory increased to 23.5% (2007: 20%).

• Gross trade receivables  increased by 12% and the

doubtful debt allowance increased by 70%, resulting

in a net increase of 7% in trade receivables.

Equity and liabilities

During the period 2.2 million shares were issued at an

average price of R6.16 and for gross proceeds of

R14 million.

Since the inception of the share buy-back programme

in 2002, 68.1 million shares have been repurchased

at a cost of R1.1 billion and at an average price of

R15.86. A total of 43 million shares have been

cancelled at a cost of R475 million and an average

cost of R10.95. In the current period 7.3 million

shares were repurchased by the Group as treasury

shares at a cost of R183 million, with an average price

of R24.96 per share. 

The total shares repurchased and held by subsidiaries

as a percentage of the issued shares at the end of the

period is 5.4% (24.7 million shares).

Current liabilities

Current liabilities increased by 7% to R898 million.

Trade and other payables increased by 9% to

R658 million. Tax payable amounted to R197 million

compared to R156 million in the prior period due to

higher earnings in the current period and a higher base

on which provisional tax payments are calculated.

CASH FLOW

There has been a focus on ensuring the quality of

earnings during the period. The success of this

strategy is evidenced by an improvement in the cash

realisation rate from 70% to 96%. Cash inflow from

operating activities improved from R357 million to

R725 million. The improved cash inflow is due to an

increase in profit, interest received and enhanced

working capital management.

Cash earnings before interest, tax, depreciation and

amortisation (‘EBITDA’) increased by 6% to

R1 474 million. Movements in working capital reflected

a net outflow of R104 million compared to an outflow of

R372 million in the prior period. The lower increase in

the working capital is mainly due to trade and other

receivables reflecting slower growth.

Total dividend payments increased by 26% to

R575 million in line with the higher dividend

declaration. 

Net cash used in investing activities amounted to

R239 million, including capital expenditure of

R166 million, the purchase of the 49% interest in Uzzi

for R65 million and an HPSS call option investment of

R18 million.

Net cash used in financing activities increased by 13%

due to repurchases of shares totaling R183 million

compared to R167 million in the prior period. 
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INTEGRATING ACQUISITIONS

YDE

The net investment in YDE of R52 million had been paid

back in cash flow terms by November 2007, just less

than four years after the business was acquired,

showing this to be a most prudent acquisition. Agency

sales in YDE for the period increased 20% to

R241 million, while comparable sales grew by 12%.

Sales for 52 weeks increased by 18%, with

comparable store sales increasing by 10%. Profit for

the period increased by 27% from R22 million to

R28 million.

Uzzi

In July 2006 the Group acquired a 51% interest in

Uzzi, the Italian-inspired menswear fashion chain, for

R29 million net of cash and acquisition costs. The

Group exercised its option to purchase the remaining

49% interest in Uzzi for R65 million on 1 January

2008. Refer to notes 31 and 32 in the annual financial

statements for more details.

On 1 June 2008, the Uzzi business was transferred as

a going concern from a wholly-owned Group subsidiary

and now functions as a division of Truworths.

Five previously stand-alone stores were incorporated

into Truworths emporium stores and 10 stand-alone

stores were opened during the period, resulting in 35

Uzzi stand-alone stores at the end of the period.

Sales increased 35% to R111 million, with comparable

sales increasing by 11%. Sale of merchandise for the

52 week period increased by 32% and comparable

store sales increased by 9%. Credit was launched to

Uzzi customers during October 2007 and credit sales

comprised 5% of sales at the end of the period.

The net investment in Uzzi of R64 million is projected

to be paid back in cash flow terms approximately four

years after the business was acquired.

CAPITAL MANAGEMENT

The Group has continued to pursue its strategy of

managing capital to maximise returns to stakeholders

while at the same time meeting the capital

requirements of the business. 

The objectives of the capital management strategy are

to:

• Ensure healthy capital ratios are maintained to

support the business;

• Maximise return to shareholders after

benchmarking anticipated returns against the

Group’s targets;

• Ensure that Group entities have sufficient capital for

their operations;

• Capitalise on opportunities to improve returns and

enhance shareholder value;

• Utilise excess cash to buy back shares and enhance

both earnings per share and return on

shareholders’ equity.

Over the past eight years, net cash generated from

operating activities amounted to R2 366 million, with

capital expenditure of R925 million and R1 079 million

spent on share buy-backs. Total acquisition costs of

R146 million relate to YDE and Uzzi.
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operations. The responsibilities of this committee are

detailed on page 65 of the Corporate Governance

Report while the Risk Report on page 77 contains

further information on financial risk management.

The Group is exposed to a range of financial risks

arising from the use of financial instruments. These

risks include:

• Market risk, which is the risk that the fair value of

future cash flows of a financial instrument will

fluctuate because of changes in market prices. The

market risks that the Group is primarily exposed to

include currency risk, interest rate risk and other

price risk. Market risk is managed by identifying and

quantifying risks on the basis of current and future

expectations and ensuring that all trading occurs

within defined parameters. During the financial

period there was no change in the Group’s exposure

to market risk or the manner in which risk has been

measured or monitored.

• Credit risk exposure, which relates to trade and

other receivables, loans and receivables, short-term

cash investments and derivative financial

instruments.

• Liquidity risk, which relates to the Group’s exposure

to trade and other payables, the cash-settled

compensation liability and forward exchange

contracts.

A comprehensive summary of the Group’s financial risk

management and specific exposures is contained in

note 23 to the annual financial statements.

CAPITAL EXPENDITURE

In line with the commitment to invest for growth, the

board has approved a capital expenditure budget of

R269 million for the new financial period. This includes:

• Store development of R145 million.

• Head office refurbishments of R13 million.

The management of capital is reviewed by the board on

a quarterly basis. Further information on capital

management is included in note 23.7 of the annual

financial statements.

FINANCIAL RISK MANAGEMENT

The board of TI is accountable for financial risk

management and is assisted by the directors of

Truworths Limited (‘Truworths’). The Risk Committee, a

committee of the Truworths board, oversees the

management of financial risks relating to the Group’s

The capital structure is actively managed through

dividend payments, return of capital to shareholders,

share issues and share buy-backs, and adjusted

according to changes in economic conditions and the

needs of the business. 

Capital efficiency is measured through return on equity

(‘ROE’), return on capital (‘ROC’) and dividend cover

ratios. The Group’s ROE remained at a high level of

48% and stable in comparison with the prior period’s

level of 50%.

Real wealth continues to be created for shareholders

with a return on invested capital (‘ROIC’), a prime

performance measure, of 31% compared to 28% in

2007. This exceeded the Group’s weighted average

cost of capital (‘WACC’) of 16%, which is represented

graphically below. Definitions of ratios can be found on

page 22.

ROIC AND WACC
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• An investment of R69 million in the building of the

new distribution centre and the upgrading of the

current facility.

• Computer infrastructure of R31 million.

• Land, on which the new distribution centre is to be

located, of R11 million.

FINANCIAL TARGETS FOR 2009

The Group has again committed to achieving specific

financial and operational targets for the year ahead.

These targets appear on page 11, together with some

key comparable local and international benchmarks.

The challenges that are most likely to influence the

Group in the forthcoming year are discussed on

page 13.

• Trading space growth is targeted to increase by

10% with the planned opening of 40 new stores and

the refurbishment or expansion of a further 21

stores. Further pressure is expected on rentals and

escalations in the year ahead as a result of the

current high interest rate environment and higher

building costs.

• Product inflation is anticipated to trend higher and

the Group is expecting inflation of between 6% to

9%. This will largely be driven by the increased cost

of imported merchandise as a result of escalating

raw material and labour costs in China.

• Gross margin is budgeted to remain constant within

the 54% to 55% target range.

• Operating margin is likely to again be in the 32% to

34% range.

• Return on equity target has been revised to within

the 45% to 50% range and excess cash will be

utilised to continue the share repurchase

programme and to fund any potential acquisitions.

• Inventory turn showed a pleasing improvement in

the past year and the target for the new year has

been increased to a range of between 6.2 and 6.5

times.

• Dividend cover is to be maintained at the current

level of 2.1 times headline earnings per share cover

which is in line with the Group’s dividend policy.
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MANAGING THE RISK OF CREDIT

CHALLENGING CREDIT ENVIRONMENT
Continually rising interest rates, inflationary pressures
and more onerous procedures introduced by the
National Credit Act (‘NCA’) combined to make the
2008 financial period one of the toughest faced by the
credit industry in recent times. Levels of consumer
indebtedness are high and many credit-active South
Africans are finding it difficult to meet their financial
commitments.

While the provision of credit is an enabler to sales
growth, fashion continues to be the Group’s key
business driver. If the right merchandise is available,
customers will continue to pay their accounts to be
able to buy more clothing and accessories. Managing
the risk of credit is therefore closely aligned to
managing the risk of fashion.

The Group’s customer relationship management
strategy covers a holistic approach to influencing
customer behaviour to attract new customers, reduce
customer attrition, build brand loyalty and ultimately
improve profitability. A core focus continues to be the
move away from one-time transactions to ongoing
relationships where advanced data analytics is used to
obtain an in-depth understanding of customers.

ACCOUNT MANAGEMENT
The active account base across the Group grew by 6%
to approximately 1.8 million customers, a pleasing
performance off a high base following two years of
particularly strong growth. Active accounts have grown
at a compound rate of 20% per annum over the past
four years as the Group adopted a strategy to actively
grow the base.

Truworths trade receivables increased by 11%, with
increases of 39% and 17% on the Identity and YDE

books respectively. Growth in credit sales was broadly
in line with the increases in the debtors’ books. 

Collections efforts were intensified during the period as
the economic climate worsened. New collection
strategies were developed and implemented, the
calling capacity of the collections office was increased
and an innovative incentive management system was
implemented to reward collections staff for good
performance.

The telemarketing capability was significantly increased
during the period, with voice logging being installed in
the outbound telemarketing and customer service
areas. 

Net bad debt as a percentage of trade receivables
grew to 11.3% for the Group. Delinquency levels in
Truworths deteriorated relative to the prior reporting
period. This was due partly to the prevailing economic
conditions and also as a result of the large number of
new accounts opened in the past 18 to 24 months.
New accounts are typically of a higher risk than a base
of established accounts. Management is comfortable
with the long-term viability and growth prospects of
these new accounts as they mature into the future.

Delinquency levels in Identity and YDE improved as a
result of better collections and because their
respective books are now starting to mature. 

The Group continued to adopt a conservative approach
to delinquency. No accounts were rescheduled and the
qualifying payment percentage was maintained at 90%.
The Group has one of the highest qualifying payment
standards in the industry. 
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“The provision of responsible credit is core to our business. By providing credit to

nearly 2 million consumers we enable many South Africans to gain access to high

quality, internationally-inspired fashion merchandise in an affordable manner

season after season. Our responsibility to shareholders and customers is to

manage the risk of credit.”

Emanuel Cristaudo
Director: Customer Relations Management
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Delinquent accounts continue to be written off through
an automated process. This removes any subjectivity
which could arise through staff intervention and result
in non-performing debtors being held back from being
charged off.

84% of active account holders were able to purchase
at period-end compared to 85% in 2007.

As a result of the increase in the number of interest-
bearing accounts and the increases in interest rates,
interest income has increased by 68% to R404 million,
excluding the notional interest adjustment relating to
IFRS which increased by 9% to R84 million. Interest
earned on interest-bearing accounts increased 81% to
R301 million and interest on delinquent accounts
increased 37% to R103 million. 

Interest income continues to exceed the sum of net
bad debt and the increase in the doubtful debt
allowance.

CREDIT SCORECARDS AND MODELS
Advanced software is complemented by sophisticated
scorecards and data models to manage credit
strategies. A range of predictive scorecards is applied
to detect and respond to changes within both the
customer base and the credit environment. These
include:

• a behaviour scorecard to predict credit risk;

• a payment propensity scorecard to predict the
likelihood of payment;

• an attrition scorecard to determine account closure
and inactivity rates;

• a spend propensity scorecard to determine
customer responsiveness; and

• a recovery scorecard to predict the likelihood of
recovering debt that has been written off. 

All new account applications are rated with both a
credit bureau score and an internal scorecard.
Potential account holders are categorised according to
risk and profitability and allocated credit in line with
their affordability assessment.

A model is deployed to forecast bad debt and doubtful
debt allowance levels. The model uses the historical
performance and expected sales and origination
growth, plus an alignment factor to determine what

percentage of the portfolio will be charged off in the

next 12 months. Every active account, irrespective of

the delinquency level, is allocated an impairment factor,

including accounts not in arrears.

A profit model is deployed across accounts in the

portfolio to determine the profitability of the origination

and account management strategies. This model takes

into account sales less margin and markdown, interest

income, bad debt, doubtful debt allowance, collections,

marketing and all other related business costs and is

validated regularly to ensure its accuracy. While all

strategies continued to be profitable during the period,

the Group constantly monitors and modifies profit and

risk levels in the portfolio to enable the Group to remain

within its target risk range. 

ACCOUNT ORIGINATION
The Group’s strict credit granting criteria continued to

be applied and new account acceptance rates declined

from 41% to 40%, with acceptance rates for

Truworths at 42% (2007: 43%), Identity 34% (2007:

36%), YDE 63% (2007: 62%) and Uzzi 37%. New

account acceptance rates are measured for applicants

granted credit and exclude accounts opened for credit

card holders and direct mail. The slight decline in

acceptance rates can be ascribed to more stringent

credit policies and the impact of the additional

administration required by the NCA. 

Credit was introduced into Uzzi and this now enables

Truworths cardholders to shop at Uzzi and vice versa.

The take-up of credit in Uzzi has been in line with

expectations.

COST OF CREDIT
The net cost of operating credit for all Group

companies was R13 million (after notional interest)

compared to a surplus of R6 million in the prior period.

The net cost of credit takes into account interest and

financial services income received less net bad debt,

the change in the doubtful debt allowance and all

internal and external costs associated with credit (refer

to table on page 51). The increase in the cost of credit

is primarily due to higher net bad debt and an increase

in the doubtful debt allowance.
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GROUP KEY DEBTOR STATISTICS
Jun 08 Jun 07 Jun 06 Jun 05 Jun 04

Group
Number of active accounts (000’s) 1 783 1 689 1 364 1 074 857
Trade receivables (before doubtful debt allowance) Rm 2 296 2 048 1 536 1 199 973
Credit sales as a % of total sales % 70 73 74 74 73
Qualifying payment % 90 90 90 90 90
Applications granted credit % 40 41 42 48 47
% of active account holders that were able to purchase at period-end % 84 85 87 87 88
Overdue accounts as a % of total debtors % 17.0 14.6 14.3 14.0 14.0
Net bad debt as a % to credit sales % 6.3 3.6 2.7 2.3 2.2
Net bad debt as a % of trade receivabales % 11.3 6.6 5.1 4.6 4.3
Doubtful debt allowance as a % of trade receivables % 11.9 7.9 5.9 5.9 5.9
Trade receivable interest as a % of the trade receivables % 21 16 17 16 11

Truworths
Number of active accounts (000’s) 1 633 1574 1 292 1 039 857
Trade receivables (before doubtful debt allowance) Rm 2 147 1 940 1 471 1 172 973
Credit sales as a % of total sales % 77 79 78 79 78
Qualifying payment % 90 90 90 90 90
Applications granted credit % 42 43 42 48 47

Identity
Number of active accounts (000’s) 126 98 61 28 –
Trade receivables (before doubtful debt allowance) Rm 125 90 53 21 –
Credit sales as a % of total sales % 34 33 32 11 –
Qualifying payment % 90 90 90 90 –
Applications granted credit % 34 36 36 43 –

YDE
Number of active accounts (000’s) 19 17 11 7 –
Trade receivables (before doubtful debt allowance) Rm 21 18 12 6 –
Credit sales as a % of total sales % 21 20 18 7 –
Qualifying payment % 90 90 90 90 –
Applications granted credit % 63 62 62 71 –

COST OF CREDIT

Total trade receivables interest Rm 488 318 257 192 108

Trade receivables interest Rm 404 241 170 122 108
Notional interest Rm 84 77 87 70 –

Financial services income Rm 23 18 12 9 7

Total income Rm 511 336 269 201 115

Internal and external collection costs* Rm (153) (125) (104) (89) (75)
Net bad debt and change in doubtful debt allowance Rm (371) (205) (104) (71) (51)

Total costs Rm (524) (330) (208) (160) (126)

Cost of credit: (cost)/surplus Rm (13) 6 61 41 (11)

* This includes internal related collection costs such as salaries, which are disclosed in the annual financial statements under employment and

other operating costs.



52 TRUWORTHS INTERNATIONAL LIMITED ANNUAL REPORT 2008

MANAGING THE RISK OF CREDIT (CONTINUED)

To offset this cost, the Group plans to introduce
insurance products into Identity and Uzzi in the new
financial period. This, together with the annual service
fee income, should generate pleasing growth in
financial services income.

THE NATIONAL CREDIT ACT
The final phase of the NCA came into force a month
before the start of the 2008 financial period.
Substantial changes were required to systems and
approximately R9 million was invested in technologies
to ensure compliance. This included the
implementation of voice recording, installation of
additional telemarketing and call centre seats and
modifications to point-of-sale, credit management and
account acquisition systems. 

The impact of the NCA on the business will continue to
be monitored and the Group is committed to working
with the regulator to ensure the principles and spirit of
the NCA are observed. 

CREDIT MANAGEMENT IN 2009
While another tough year lies ahead for the credit
industry, the quality of the Group’s debtors’ books
remain sound. Although delinquency levels in
Truworths deteriorated in 2008, management is
confident that the credit strategies on this book and
those within Identity, YDE and Uzzi will continue to be
profitable and not erode the operating margin. 

Customer relationship management plans for 2009
include:

• expanding the existing customer exposure levels by
increasing the conservative credit limits allocated to
the newer accounts in the portfolio;

• attracting new accounts to the business across all
acquisition channels; 

• maximising the benefit of innovative account
management and collections strategies introduced
over the past year;

• further enhancing the predictability of scorecards
and streamlining processes to dramatically improve
the speed of decision-making, particularly in the
account acquisition area;

• introducing insurance products into Identity and
Uzzi; 

• launching Uzzi credit into Namibia; 

• continuing the focus on the collections environment
by introducing new technology to accelerate reaction
times and improve recoveries; and

• increasing training efforts and expenditure to
enhance call centre staff skills and development.

Managing the risk of credit is closely aligned to the
Group’s ability to manage the risk of fashion. Stocking
the right merchandise, at the right time, at the right
price positively affects customer payment behaviour,
future spending patterns, delinquency levels and,
ultimately, the Group’s profitability.




