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Tradmg at affordle levels

Local poultry producers have to contend with higher maize prices as well as impaorts from the US. But since
consumers’ appetite for this meat is increasing, it's not all bad news.

hicken meat
consumption in South
Africa is forecast to
increase by 38% over
the next decade, equating to about
700 000 tons of additional poultry
consumption by 2024, according
to research by the Bureau for Food
and Agricultural Policy (BFAP).
Poultry meat consumption
~ mainly chicken meat - has
increased from 21.5kg per person a
year in 2000 to 38.5kg per person
ayear in 2014, according to BFAP
data. By 2024, it would surpass
44kg per capita, it says. The
increase in consumption makes
poultry meat the most popular
protein source for South Africans,
and has been driven largely by
economic growth and increases
in South African households’
disposable income.
Astral Foods is a leading
integrated poultry producer in

SA whose activities include the
manufacturing of animal feeds,
production and sale of day-old
chicks as well as broiler genetics.
The group processes over 200m
broilers p.a. at its three abattoirs.
Its brands include County Fair,
Mountain Valley and Goldi Chicken.
Despite the promising
growth outtook from a demand
perspective, local poultry
producers have been under
pressure. Astral said in a recent
trading statement that it expects
its headline earnings per share for
the six months to end March to be
between 20% and 30% lower than
the corresponding period last year.
A number of factors have
negatively influenced its results,
which will be released on 16 May;
after finweek went to print. These
include increased feed costs due
to the impact of the drought
on local maize production; the

high cost of maize imports due
to the weakening of the rand
against the dollar; and the fact
that households’ discretionary
income is under pressure, thereby
negatively impacting demand for
poultry products, Astral said.
Local producers also continue
to complain about what they
describe as high import levels of
poultry products. In the period
under review, imports contributed
to high poultry stock levels,
“resulting in extensive promotional

52-week range: R88.2 - R194.82
Price/earnings ratio 6.36
T-year total return: -22.95%
Market capitalisation R5.486bn
Earmings per share R20.16
Dividend yield 8.97%
Average volume over 30 days 130819

SOURCE: INET BFA

ASTRAL FOODS

i | M“
e Mml BB

ASTRAL (13,20200, 13.500.03, 12,401.00, 1252405, -406.000)

N e o R e A R PO PP RO, S 2t 18

> ..r.f.*"ﬁ

Chris Schutte
CEQ of Astral Foods

Relative Strerighh index ﬁ .6827)

529

AT IINACV

T
b

S

7 d S

SOURCE: MetaStock Pro (Reuters)

Moxima Gama on finweek: Money Matters
on CNBC Africa every Friday at 1pm.

activity on poultry products in
the market”, Astral said. SA has,
for example, recently agreed to a
quota of 65 000 tons a year of
US chicken imports — a number
of US chicken products have
been subject to substantial anti-
dumping duties in SA for many
years — as part of negotiations for
the country to remain a beneficiary
of the USA's Africa Growth and
Opportunity Act (Agoa).

Though the macro environment
for the poultry industry currently
seems bleak, Astral produices a
commoedity where healthy demand
growth is expected in the coming
years. In addition, the stockis
trading at a cheap price-to-
earnings ratio (P/E) of 6.16 times
and a very generous dividend yield
of .3%.

Peraiblaszanerio The previous
head-and-shoulders breakout

had a downside target at 9 570c/
share. Now that Astral has met
that objective, it's regaining upside
and has broken out of its medium-
term bear trend, as well as an
inverted head-and-shoulders
pattern — confirmed above

11 865c¢/share. The upside target
is situated at 14 910c/share.
Above 16 070c¢/share Astral would
complete a 100% retracement to
20 680c¢/share. We recommend

a long on Astral at any level above
10 600c¢/share with increments at
every resistance leve! breakout.
Alternative scenarie: The previous
bear trend wou!d be resumed
below 10 600c¢/share. Support

at 8 820c¢/share could then

be retested. &
editorial@finweek.co.za
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