
WOOLWORTHS HOLDINGS LIMITED (WHL)
Woolworths Holdings Limited is a retail company. The Company operates
through seven segments: Woolworths Clothing and General Merchandise
(C&GM), which includes clothing, home ware, beauty and other lifestyle
products; Woolworths Food; Woolworths Logistics; David Jones, which is a
department store clothing retailer; Country Road Group, which is a clothing
retailer that includes the Witchery Group; Woolworths Financial Services
(WFS), which includes financial products and services, and Treasury, which
includes cash and debt management activities. The Company's geographical
segments include South Africa, Rest of Africa and Australasia. The Company
operates through its subsidiaries, which include Woolworths Proprietary
Limited (WSA), David Jones Proprietary Limited (DJ) and Country Road
Group Proprietary Limited (CRG), and a joint venture, Woolworths Financial
Services Proprietary Limited (WFS).

FUNDAMENTAL AND TECHNICAL OVERVIEW

Woolworths recently released their interim results for the 26 weeks ending
24 December 2017.Total turnover increased by 3.1% with the (C&GM)
segment contributing 20%, Food 41%, Logistics 1%, David Jones 22% and
Country Road 16%. David Jones’s sales for the 26 weeks declined by 3.3%
and profit before interest and tax decreased by 38.5% due to difficult
trading conditions, compounded by transformation to systems and
structures. Mr. Ian Moir, the CEO of Woolworths described the first quarter
performance of David Jones as “horrendous” but also mentioned that there
was an improvement during the last six weeks of the reporting period.

Within the South African business the food segment continued to grow
market share. Sales increased by 9.4% and operating profit grew by 15.9%.
The (C&GM) segment had a poor performance with sales declining by 0.2%
and operating profit declining by 13.15%. The weaker performance by the
(C&GM) segment was mainly due to buying and design issues.

The Group is sensitive to the South African and Australian (David Jones and
CRG contributed 38% to total turnover) macro environment. GDP growth in
South Africa contracted and consumer confidence as measured by the FNB
consumer confidence index reached multi-year lows. Although we've seen
a slight recovery in GDP growth in Australia high indebtedness, low wage
growth and underemployment hampered consumer sentiment.

Woolworths is currently trading in an upward moving trend which started
in October 2017. Yesterday’s downward movement by 1,93% pushed the
share’s price below its 50-day moving average and is now trading close to
the bottom of its range. If the downward momentum continues we could
see it possibly finding support at its 200-day moving average (currently at
R61,83) followed by R53,78. On the upside, the stock could find resistance
at the top of the range followed by R73,94.

As at the time of writing Woolies traded on a historic PE of 11.6 and
dividend yield of 4.29%. Net debt to equity increased to 29% from 23.6 %.
Net debt to Ebitda is still a healthy 1.6X, well below the companies
covenant levels. Although we will see further Capex (capital expenditure)
especially in Australia, Woolworths is a highly cash generative business with
an excellent management team.
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VALUATION RATIOS **

Period P/E P/SALES EV/EBITDA

Last 12 Months 11,6x 1,0x 13,9x

Current Year Est 15,2x 1,0x 9,4x

Expected 14,6x 0,9x 8,7x

SHARE INFORMATION

Share Code WHL

Industry Divers i fied Retai l

Sector Consumer Discretionary

Market Capita l  (Rm) 67 489

Current Price (ZAR) 64,09

Consensus  1yr Target Price ** 66,90

Price - 52 Week High: 74,45

Price - 52 Week Low: 52,26

Dividend Yield 4,50%

Beta 5 Year (FTSE/JSE Al l  Share) 0,92

** Data provided by Thomson Reuters

SHARE PRICE PERFORMANCE**
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Cash Flow from Operations**

Cash from operating activities Growth

** Data provided by Thomson Reuters

Cash flow from operations continued to decline since 2015 due
to a difficult trading environment in Australia.

Woolworths’ forward PE is trading at 14,9 and its historic PE
is currently at 11,6.

Woolworths is trading at a price to book ratio of 5,13 which is
below its long term average of 6,63.

The Debt to Equity ratio decreased from 130%, when the
David Jones acquisition was made, to 70% in 2017.

The ROE continued to decline from 51,33% in 2013 to 28% in
2017. Relative to its peers, this is still a satisfactory return.

Their EPS decreased over the past two years by 30,4% and 25%
in 2016 and 2017 respectively.
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Disclaimer:

This publication has been issued by PSG Wealth Old Oak and does not represent the official PSG Wealth view. It is confidential and issued for the information of clients only. It shall not be reproduced in whole

or in part without our permission. Any unauthorized use, duplication, redistribution or disclosure is prohibited by law. This publication is not to be construed as providing investment services in any jurisdiction

where the provision of such services is not permitted. It is provided for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security, and we have no

responsibility whatsoever arising here from or in consequence hereof. The user assumes the entire risk of any use made of this publication. Any decision to purchase securities mentioned in this publication

must take into account existing public information on such security or any registered prospectus. The information contained herein has been obtained from sources which and persons whom we believe to be

reliable but is not guaranteed for accuracy, completeness or otherwise. Opinions and estimates constitute our judgement as of the date of this material and are subject to change without notice. This

publication does not attempt to identify the nature of the specific market or other risks associated with an investment. Leveraged /Geared positions in securities have the ability to accentuate the profit/loss

made on investments. Geared /Leveraged positions are not recommended based on the information contained in this publication. Securities, financial instruments or strategies mentioned herein may not be

suitable for all investors and investors must make their own investment decisions using their own independent advisers as they believe necessary and based upon their specific financial situations and

investment objectives. Certain investments/recommendations may have tax implications for private customers. Investors should seek advice from a tax advisor before acting on information contained in this

publication. The securities described herein are subject to fluctuation in price and/or value and investors may get back less than originally invested. Past performance is not indicative of future results. The

employees responsible for the production of this report may from time to time own securities mentioned herein.

Analyst Certification:

The research analyst who prepared this report certifies that the view expressed herein accurately reflect the research analyst’s personal views about the subject security and issuer and that no part of his 
compensation was, is or will be directly or indirectly related to specific recommendations or views contained in this report.
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