
REMGRO LTD (JSE:REM)
RECOMMENDATION:BUY

Remgro Limited is an investment holding company. The company's
investment portfolio includes over 30 investee companies. Remgro focuses
on approximately seven industries, including food, liquor and home care;
banking; healthcare; insurance; industrial; infrastructure; and media and
sport. Its investments consist of both listed and unlisted companies. The
group manages its investments on a decentralised basis and its involvement
is concentrated on the provision of support rather than on being involved in
the day-to-day management of business units of investees. The company’s
most significant investments include FirstRand, RMI Investments, Mediclinic
International Plc, Distell Group, Community Investment Ventures Holdings
Proprietary Limited (CIVH), RCL Foods Ltd, Kagiso Tiso Holdings, Siqalo Foods
Pty Ltd and Total South Africa.

FUNDAMENTAL/TECHNICAL OVERVIEW

Remgro recently released its financial results for the year ended 30 June
2020. Revenue from continuing operations decreased by 3.9% to R54.7
billion (FY2019: R59.97 billion), and cash from operating activities of R1.9
billion was reported (FY2019: R2.5 billion, down 27%).

The company reported a 68.7% decline in headline earnings per share from
continuing operations to 307.5 cents, and earnings per share fell by 9.1% to
1176.4 cents. Remgro attributes the decrease in headline earnings from
continuing operations to the negative impact of the Covid-19 pandemic.
These events had a significant impact on the earnings of RMI, FirstRand,
Total South Africa, Kagiso Tiso Holdings, Distell Group, and RCL Foods. Other
factors that contributed to the decrease in headline earnings include lower
interest income, increased losses from CIVH as they expand their fibre
network footprint, and a once-off donation of R500 million to The South
African SME Relief Trust (Sukuma donation).

During the year, Remgro unbundled its holdings in RMH, and on 31 March
2020 Remgro’s investment in RMH was classified as a discontinued
operation. The company further advanced a R100 million loan to CIVH, and
earned R58 million underwriting fees on a CIVH rights issue. On 31 March
2020, Remgro invested a further R167 million in CIVH. Remgro invested an
additional USD2 million in the Milestone China Opportunities Fund III and
received distributions of USD46 million. As at 30 June 2020, the fair value of
Remgro’s investment in Milestone III amounted to USD72 million. Remgro
acquired additional RCL Foods shares to the value of R100 million. A further
R62 million was invested in the Pembani Remgro Infrastructure Fund and
R103 million in Bos Brands.

Remgro’s intrinsic net asset value (NAV) per share decreased by 33.7% from
R233.03 at 30 June 2019 to R154.47 at 30 June 2020. The decrease reflects
the impact of the RMH Unbundling, the negative impact of the Covid-19
pandemic on market values (listed investments) and fair values (unlisted
investment). On 30 September 2020, Remgro’s NAV was trading at R158.77
per share, with a market price of R93.68, which implies that the share was
trading at a discount of 41%. The company may continue to face headwinds
due to limited dividend payments by its investees and the impact that Covid-
19 may continue to have on the earnings of these businesses. Despite these
headwinds, the discount that Remgro is currently trading on may create a
good investing opportunity. Possible future share-buybacks and unbundlings
could result in the narrowing of the discount to net asset value.

Remgro declared a final gross dividend of 50 cents per share (FY2019: 349
cents). The company is trading at a forward P/E of 12.69 and a price to book
ratio of 0.46.
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SHARE INFORMATION

Share Code REM

Industry Investment Holding Companies

Sector Financials

Market Capital (ZAR m) 49 190

Current Price (ZAR) 96.57

Target Price 130.00

Price - 52 Week High: 147.76

Price - 52 Week Low: 74.23

Dividend Yield 2.83%

Beta 5 Year (JSE All Share) 0.86

SHARE PRICE PERFORMANCE**
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VALUATION RATIOS **

Period P/E P/SALES P/BOOK

Last 12 Months 16.7x 0.9x 0.6x

Current Year Est 14.4x 1.4x 0.5x

Next Year Exp 9.7x 1.3x 0.8x
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The company’s price to book is trading at 0.46, more than one
standard deviation below the long term average of 0.91.

Remgro’s forward P/E is trading at 12.69, more than one standard
deviation above its mean of 8.84.

On 30 June 2020, Remgro’s share price was trading at a discount to intrinsic value of 35.3%. The discount to intrinsic value increased to 42.6% on 25
September 2020.

Source: Company Earnings Report
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Remgro Summary of Intrinsic Net Asset Value 9/30/2020

R million SOTP % of Total

Mediclinic 19664 21.6%

RMI Holdings 13563 14.9%

RCL Foods 4787 5.3%

Distell 5202 5.7%

FirstRand 9161 10.1%

Grindrod 661 0.7%

Grindrod Shipping 284 0.3%

CIVH 10584 11.6%

Siqalo Foods 6145 6.8%

Other Investments 20905 23.0%

Net asset value (NAV) 90957

Cash at the centre 17073

Debt at centre -15288

Potential CGT liability -3050

NAV after tax 89692

Issued shares after deduction of shares repurchased (million) 564.9

NAV after tax per share (Rand) 158.77

Remgro Share Price 93.2

(Discount)/Premium -41.3%

Brands within the Remgro portfolio

Source: Remgro Company Financials & Iress
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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.

Remgro's 52-week high/low is R147.76/R74.23 respectively, currently trading at R96.57 per share. The company's year to date performance is
-34.26%. Remgro has been trading in a bearish trend since it reached an intra-day high of R147.76 on the 18th of December 2019. Short term
support can be found at the 23.6% Fibonacci retracement level at R91.52, followed by the 50-day moving average at R90.70, while the 38.2%
Fibonacci level at R102.32 could provide some resistance. The stochastic oscillator indicator and RSI are at overbought levels.
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