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Introduction 

This paper presents a pilot of a quarterly 

reporting template for the tracking of large, 

lead and dynamic firms in the South African 

economy. The study was in response to the 

realization of the impact leading firms have 

on the economyThis assessment focuses 

on analysing the behaviour and strategies 

of one firm, Remgro Limited, over the 

period 2010 to 2015.  

 

Remgro, a diversified investment holding 

company was established in 1948 as a 

tobacco company then called Rembrandt 

Group Ltd by Dr. Anton Rupert. The firm 

was chosen for the pilot study as a large 

conglomerate group with substantial long-

term investments held across several 

sectors in the South African economy, and 

abroad. Remgro’s position is unique in the 

context of the South African economy in 

terms of the very high value of assets held 

in firms in which it has a controlling interest 

(corporate control, along with financial 

interest) across key industrial and 

consumer goods sectors.  

 

The value of Remgro’s highly diversified 

interests held over a long period of time 

positions it in the top tier of South African 

conglomerate groups. An aggregation of 

Remgro’s principal investments as of 31 

December 2015, gives the company a total 

market capitalisation of R1.3 trillion 

representing 12% of total Johannesburg 

Stock Exchange (JSE) market 

capitalisation. This jumps to approximately 

27% when including the total capitalisation 

of British American Tobacco. 

Ownership and group structure 

Remgro has issued share capital in two 

classes; ordinary shares of no par value 

and B ordinary shares of no par value.  The 

first class of ordinary shares is listed on the 

JSE. The shareholders with the highest 

interest in this category are Standard Bank 

Nominees (Transvaal) Pty Ltd (36.9%), 

First National Nominees Pty Ltd (15.1%) 

and Nedcor Bank Nominees Ltd (5.4%). 

The remaining 42.6% of the shareholding 

is held by several companies, none with 

more than 5% shareholding. The B 

ordinary shares are unlisted and are held 

by the Rembrandt Trust, a holding 

company for the Rupert family interests in 

Remgro. The unlisted B ordinary shares 

were entitled to 42.57% of the total votes of 

the company as of June 2015. Johan 

Rupert is part of the founding family and is 

chairman of the Remgro board as well as 

chairman of the remuneration and 

nomination and investment committees. 

 

Remgro’s primary interests are focused on 

a subset of sectors including food, liquor 

and home care; banking; healthcare; 

insurance; industrial; infrastructure; media 

and sport. Some of the major companies 

listed in their portfolio include: Unilever 

South Africa (25.8%), Distell (31%), RCL 

Foods (77.5%), RMB Holdings (28.2%), 

Mediclinic (42%), Total South Africa 
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(24.9%), Air Products SA (50%) and 

Grindrod (23%). 

 

Key performance metrics 

 

Assets 

Remgro’s total assets increased 

significantly (67%) between 2010 and 

2015. This was largely driven by growth in 

investments held in other entities which 

contributed 72% to total assets. There was 

a notable negative growth between 2011 

and 2012 which was largely caused by the 

unbundling of the Impala Platinum 

Holdings investment (R3.9 billion). Fixed 

and non-current assets are the smallest 

asset component constituting only 7% of 

total assets. This is primarily because 

Remgro is an investment holding company 

not directly operating any productive 

assets. 

 

Capital expenditure  

The total amount of investments under 

Remgro’s influence are not only limited to 

Remgro’s direct investments but also those 

made by the companies where it has 

significant control (principal investments).1 

An analysis of these investments showed 

that total capital expenditure was largely 

driven by expansion capital expenditure 

constituting 46% of the capital expenditure 

incurred over the period under review. The 

high expansion capital expenditure was 

largely driven by Mediclinic which is 

significantly higher so much that in some 

years (2014 and 2015) it is more than that 

of the other four firms combined. 

Replacement capital expenditure and; 

mergers and acquisitions both contributed 

27% apiece.  

 

                                                
1 Principal investments considered are Distell, 
Grindrod, RMB Holdings, Mediclinic, RCL 
Foods 

Profitability and retention rates 

Over the period under review, Remgro’s 

revenue increased by 116%, similarly 

earnings before interest and tax also grew 

by 202%. A significant decrease in 

earnings before interest and tax was 

experienced in 2013 as a result of one-off 

charges relating to the refinancing by 

Mediclinic of its Swiss and South African 

debt during October 2012.  

 

Remgro also exhibited net profit margins 

higher than the overall diversified industry 

sector averaging 43% per year. In 2011 

and 2012 net profit margins were as high 

as 72% and 69% respectively as a result of 

high returns from investee companies such 

as Unilever (2011 & 2012), Total SA (2011 

& 2012) and PGSI Limited (2012).  

 

Remgro together with the majority of its 

principal investments exhibited retention 

rates greater than 50%. However 

interesting to note is the fact that Remgro 

has a retention rate higher than all of its 

investee firms. This could be indicative of 

an approach to extract dividends/profits 

from investee firms to finance its own 

additional investments leading to Remgro’s 

own growth at the expense of its investee 

firms. 

 

Investment strategy 

 

Meaningful impact 

Remgro’s investment philosophy is to 

invest in businesses that have the potential 

to bring forth superior earnings, cash flow 

generation and dividend growth over the 

long-term. Between 2010 and 2015 the firm 

sought and maintained investments in 

firms that are large, lead and dominant 
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firms within several sectors. For instance, 

Remgro is an investor of RCL Foods, one 

of the two largest poultry producers in 

South Africa, Unilever that has a 51% 

market share in soaps and detergents 

market, FirstRand which is the second 

largest bank in South Africa. Indeed 

investments in large, lead and dominant 

firms within several sectors hold the 

potential to bring forth superior earnings 

and dividends over a long period. 

  

In the five-year period under review, 

Remgro had investments in the Financial, 

Healthcare, Food, Liquor and homecare, 

Industrial, Technology/Infrastructure, 

Media and Sport, Mining and Other 

sectors. The company disposed of its 

shares in the mining sector by unbundling 

shares in Trans Hex in 2011 and 

distributing its shares in Implants the 

following year. The assumption is that the 

sector was in crisis and promised no long-

term dividend growth let alone superior 

earnings.  

 

In the five year period, Remgro’s 

investments were in fact skewed in favour 

of deals in food, beverages and homecare; 

industrial entities; and technology or 

infrastructure firms. Remgro increased its 

effective interest in Distell (food and 

beverages) from 29.2% to 33.5%, 

Remgro’s share in DFA 

(technology/infrastructure) grew to 37.0% 

from 31.3%, and Remgro’s interest in KTH 

(industrial) increased from 25.1% to 32.3%.  

 

Influence over investees  

Generally, Remgro positions itself to make 

investments to 20% or more equity stake in 

order to be able to have influence over the 

key decisions made in the firms. Remgro 

has at least 20% shareholding in listed 

firms with the exception of 3.9% in 

FirstRand. However, RMB Holdings in 

which Remgro has a 28% stake has a 15% 

interest in FirstRand which increases the 

influence Remgro has over the investment 

both directly and indirectly. Emphasis on 

the influence over investees is evident in 

Remgro’s disposal of its 11.8% in Nampak. 

The rationale presented to shareholders for 

the disposal was that the investment was 

non-core and the resources gained from its 

sale could be used to acquire investments 

that were more aligned with Remgro’s 

strategy but also in which they could have 

a higher degree of influence. 

 

Unlisted and first entrants 

Of the 24 investees, 17 are unlisted, this 

could serve as an indication that Remgro 

might have a potential to significantly 

exercise its influence on the unlisted 

investees’ strategies and growth 

prospects. Moreover, investment in 

unlisted firms suggests an appetite in 

Remgro to invest ‘opportunistically’ in 

entrant firms in strategic sectors and make 

long-term commitments.  

 

Policy recommendations 

 

Remgro is one of the large conglomerate 

groups in South Africa. Together with its 

main listed affiliates, Remgro has a 

combined market capitalization of R1.3 

trillion representing 12% of the total JSE or 

R3.1 trillion (including BAT’s market 

capitalization) representing 27% of the 

JSE. Remgro, along with a small number of 

conglomerates maintain ownership in 

several key sectors of the economy which 

results in the concentration of the varying 

markets as well as in ownership. Both 

types of concentration present their own 

challenges. Concentrated markets, for 

example, provide a conducive market for 

collusion and where there are dominant 
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players (such as a number of Remgro 

affiliates) may provide an incentive for 

abuse of dominance. 

 

Public/private partnership 

One of the ways in which the government 

can leverage Remgro’s capabilities in the 

key sectors is by having a public/private 

partnership with the company. As 

mentioned earlier, Remgro has interests in 

sectors in which the DTI has prioritized as 

focus sectors in IPAP 2016/2017-

2018/2019 such as the agro-processing 

and technology. Remgro is uniquely 

positioned to partner with the government 

due to its presence in the value chains of 

the agro-processing and technology 

sectors. For instance, through RCL Foods, 

TSB Sugar, Foodcorp, Distell and Unilever, 

Remgro is involved in the production of 

foods from poultry to bread and mealie mill, 

to sugar and processed foods. It is also 

involved in the provision of inputs like 

fertilizer and seeds through ETG and in 

distribution through Vector Logistics and 

Grindrod. Remgro would be instrumental in 

identifying constraints various value chains 

and with regards to supplier development. 

In the technology sector, a partnership with 

Remgro, Dark Fibre Africa and Seacom 

could result in increased access to the 

internet at faster speeds and in a shorter 

time period.  

 

Remgro benefits from this partnership by 

being able to present the challenges it 

faces in operation of the firms in these 

sectors. Remgro can work with the DTI in 

formulating policies that facilitate the 

growth of the key sectors. In Telecoms, it 

could, for instance, facilitate the acquisition 

of municipal permits to expand fibre 

implementation. In agro-processing, 

together with other key stakeholders, the 

DTI can address some of the challenges 

affecting the poultry industry including 

increasing costs and competition from 

foreign exports. 

 

Monitoring and tracking of the company 

and sectors 

Given the propensity for collusion in most 

of the sectors Remgro is involved in as well 

as the dominant position of most of its 

affiliates, there is a need for careful 

monitoring and tracking to ensure that the 

firms are competing fairly. This might 

require prioritizing firms such as Remgro 

for this process as well as the sectors in 

which they are operating. 

 

Due to the concentration of ownership as in 

the case of Remgro, monitoring may also 

be required to ensure that the growth in 

ownership happens in accordance with 

BBBEE policies to bring about more 

equitable ownership.  

 

Use of the Competition Act to manage 

concentration 

Just as the Competition Act is used to 

ensure that the mergers which take place 

do not affect competition, there might be a 

way for the Act to be used to prevent 

mergers that increase ownership beyond a 

certain level that can be categorized as 

detrimental for equitable ownership. 

 


