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Introduction 

The brief draws from a pilot of a quarterly 

reporting template for the tracking of large, 

lead and dynamic firms in the South African 

economy. The underlying study assesses 

the investment behaviour and strategies of 

large firms in the South African economy as 

they relate to industrial development. This 

assessment focuses on analysing 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 one of the 

largest conglomerate groups in South 

Africa with substantial long-term 

investments held across several sectors in 

the economy, and abroad. Remgro’s 

position is unique in 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 

influence over firms with a total market 

capitalisation of R1.3 trillion representing 

12% of the total Johannesburg Stock 

Exchange (JSE) market capitalisation. This 

                                                
1 This policy brief draws from an underlying working paper forming part of the Industrial Development 
Research Programme (IDRP) funded by the DTI. See Mondliwa et al. (2017), ‘Growth and Strategies 
of large and lead firms - Remgro Ltd Assessment’, CCRED Working Paper No. 11/2017. 

increases to approximately 27% when 

including the total capitalisation of British 

American Tobacco in which the company, 

through Reinet Investments, holds shares. 

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) (36.9%), First 

National Nominees (15.1%) and Nedcor 

Bank Nominees (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 the chairman of the 

Remgro board as well as chairman of the 

remuneration and nomination and 

investment committees. 

Remgro’s primary interests are currently 

focused on a subset of sectors including 

food, liquor and home care; banking; 

healthcare; insurance; industrial; 

infrastructure; media and sport. Some of 

the major interests in its portfolio include 

Unilever South Africa (25.8%), Distell 

(31%), RCL Foods (77.5%), RMB Holdings 
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(28.2%), Mediclinic (42%), Total South 

Africa (24.9%), Air Products SA (50%) and 

Grindrod (23%). In terms of listed firms, 

Remgro has direct interests and influence 

in 9 firms in the JSE Top 100 (in 2015) 

ranked by market capitalisation.  

Key performance metrics 

Assets 

Remgro’s primary assets include 72% of 

total assets held in other entities. Remgro’s 

total assets increased significantly (67%) 

between 2010 and 2015 due to growth in 

subsidiary firms. 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).  

Capital expenditure  

The total value of investments under 

Remgro’s influence is not only limited to 

Remgro’s direct investments but also those 

made by the companies where it has 

significant control (principal investments). 

An analysis of these investments2 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 - in 2014 and 

2015 Mediclinic invested more than the 

other four firms combined. This is 

consistent with high capital expenditure in 

developing its private hospital network. 

Replacement capital expenditure and 

mergers and acquisitions (M&A) both 

contributed 27%, respectively. As such the 

ratio of expansion investment relative to 

other forms of expenditure is high in the 

case of Remgro subsidiaries when 

                                                
2 Principal investments considered here are 
Distell, Grindrod, RMB Holdings, Mediclinic, 
RCL Foods – data was not available on the 

compared to other categories of firms 

assessed in this research such as in food 

production.  

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 

industrials sector (which includes Bidvest) 

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). Overall, 

key contributors to Remgro’s net profits are 

Mediclinic, RMB, RMI and FirstRand. 

Remgro exhibited profit retention rates 

greater than 50%, which includes cash 

holdings that can potentially be reinvested. 

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 rather than that 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 

composition of expenditure to assess the 
remaining firms.  
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generation and dividend growth over the 

long-term. Between 2010 and 2015 the firm 

maintained investments in firms that are 

large and dominant firms in the sectors in 

which they operate, reinforced by high 

barriers to entry. For instance, Remgro is 

an investor in RCL Foods, one of the two 

largest poultry producers in South Africa; 

Unilever which has a 51% market share in 

the soaps and detergents market; and 

FirstRand which is the second largest bank 

in South Africa.  

In the five-year period under review, the 

company disposed of its shares in the 

mining sector by unbundling shares in 

Trans Hex in 2011 and distributing its 

shares in Implats the following year. The 

company appears to be realigning its focus 

on the priority sectors, and withdrawing 

interests in high risk sectors such as mining 

where growth has been constrained in 

recent years due to an unfavourable global 

environment in terms of commodity prices 

and exchange rate exposure.  

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. For example, Remgro 

increased its effective interest in Distell 

(food and beverages) from 29.2% to 

33.5%, shares in Dark Fibre Africa (DFA) 

(technology/infrastructure) grew to 37.0% 

from 31.3%, and Remgro’s interest in KTH 

(industrial) increased from 25.1% to 32.3%.  

Exercise of control 

Generally, Remgro positions itself to hold 

20% or more equity in companies 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. Remgro has also 

ensured that a Remgro director is present 

on the boards of strategic investee 

companies. As such it can be expected that 

the strategic priorities of Remgro are 

reflected in the decisions and strategies of 

the investee firms. In turn, from a policy 

perspective, influence over the holding 

company can also drive outcomes in 

investee companies.  

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 it could have a higher degree 

of influence. 

An interest in unlisted and challenger firms 

Of the 24 main investee companies, 17 are 

unlisted. This is likely to reflect an 

emphasis on entering into projects where 

Remgro can have high influence as a key 

investor, and where it can benefit from 

earnings growth in the long-term. Indeed, 

some of the Remgro’s investments in 

technology and infrastructure, including in 

DFA as a challenger to Telkom and 

Seacom, do not as yet contribute 

significantly to net profits but can be 

expected to do so in the long-term. 

Moreover, investment in unlisted firms 

suggests an appetite in Remgro to invest 

‘opportunistically’ in entrant firms in 

strategic sectors and make long-term 

commitments. Importantly however, there 

is also a concern that these firms may 

establish positions of market power in the 

sectors in which they operate, with the 
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potential to reduce the likelihood that new, 

particularly black-owned entrants, could 

contest these markets in future. 

Policy considerations 

Remgro is one of the largest conglomerate 

groups in South Africa. Together with its 

main listed affiliates, Remgro has 

significant influence in the economy. While 

policy is being developed and implemented 

to developed new black industrialists 

across economic sectors, it is important 

that policy makers engage with the 

behaviour and strategies of large firms. 

The investments and orientation of leading 

firms can shape the patterns of industrial 

development including through major 

investments made (or not made) and 

raising barriers to new entry. The latter is 

evident in the fact that several firms 

affiliated with Remgro, for instance, have at 

different times been involved in 

investigations for anticompetitive conduct 

in different industries. Unilever, for 

example, was recently found to have 

contravened the Competition Act through 

collusive behaviour.  

Remgro has interests in sectors in which 

the DTI has prioritized as focus sectors in 

IPAP 2016/2017-2018/2019 such as agro-

processing and technology. Other things 

equal, Remgro and its subsidiaries are 

uniquely positioned to partner with the 

government due to this extensive 

influence. This is particularly given an 

appetite for long-term investments in 

companies which enables investees to 

leverage the equity to invest in long-term 

strategies, new products and innovation, 

and expansion over time. Through RCL 

Foods, TSB Sugar, Foodcorp, Distell and 

Unilever, Remgro is involved in the 

production of foods and consumer goods 

from poultry to bread and mealie mill, to 

sugar and processed foods. It is also 

involved in the provision of inputs such as 

fertilizer and seeds and offtake of 

agricultural produce through ETG, and in 

distribution through Vector Logistics and 

Grindrod.  

However, it is important to be pragmatic 

and cautious in this regard. While lead 

firms may present as potential partners in 

industrial development initiatives, there is a 

significant risk that support to these firms 

may serve to reinforce existing positions of 

market power thus undermining the policy 

objectives. 

As such, and given an extensive history of 

anticompetitive behaviour amongst the 

investee companies and large South 

African businesses in general, it is 

important to monitor and track investments 

and strategies of the lead firms. Large 

investments may be beneficial from the 

perspective of enhancing efficiencies and 

increasing gross fixed capital formation, 

but if they reinforce the market power of 

large firms they present an important 

challenge. There is an important role for the 

competition authorities to play in 

monitoring and penalising abuses of 

market power, but also treating with great 

scrutiny conglomerate mergers which 

further increase economic concentration of 

ownership and productive assets.  

Favourable projects and investments are 

those that meaningfully develop or partner 

with new, black-owned enterprises and 

industrialists. This extends beyond merely 

providing equity shares with no attribution 

of control to strategic BBBEE partners as 

has seemingly been the case with Remgro, 

its subsidiaries, and Royal Bafokeng 

Holdings. Instead, it is important that black-

owned and operated enterprises can 

access capital to grow their businesses 

organically, and in turn challenge lead 

firms. 


