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STOCK MARKET INDICATORS

	
	Week Ending 27th
October 2006
	Week Ending 3rd November 2006
	% Change

	Indices 
	
	
	

	Industrial
	362,097.33
	319,720.22
	-11.70

	Mining
	146,787.06
	130,220.55
	-11.29

	Average p/e (times)
	
	
	

	Industrial
	37.57
	34.32
	-8.65

	Mining
	52.01
	47.65
	-8.38

	Average Dividend Yield (%)
	
	
	

	Industrial
	0.15
	0.18
	20.00

	Mining
	0.52
	0.60
	15.38


FINANCIAL MARKETS

equity market – stocks down on thin volumes
The introduction of the 5 year stabilisation bond and the subsequent increased percentage take up for the Financial Sector Stabilisation Bills in order to tighten liquidity has led to a nosedive in the equities market. Short term money market rates have firmed.

To reflect this development, the stock market has gone down 34% from 482,360.93 points on the 9th of November 2006. On a week on week basis, the stock market registered a loss of 11.7% to close at 319,720.22 points. The mining index also went down 11.29% to 130,220.55 points in the week under review. 

Twelve counters registered gains in a largely bearish market while fifty-four counters were in the red.  Major gainer for the week was the insurance giant, NICOZ that was up 27% to close the week at $3.80 and was followed by the industrial concern, Phoenix that was down 25% to close at Z$50.00. On the third spot was brick making company, Willdale that went up by 20% to Z$1.20 which was followed by the industrial conglomerate, Apex that added 14% to $8.00. 

There were three counters that topped the losers of the week. These were the industrial giant, Tractive Power, engineering giant, Gulliver and the consumer stock, Cairns that were all down 40% to close the week at $18, $30 and $30 respectively. Most financial counters registered losses in the week under review due to the liquidity issues that may have a negative impact on their performances. 

	biggest Movers                                              BIGGEST SHAKERS

	(  UP  (
	(  DOWN  (

	Counter
	30/10/06

(Z$)
	03/11/06

(Z$)
	%     (+)
	Counter
	30/10/06

(Z$)
	03/11/06

(Z$)
	%

(-)

	NICOZ
	3.00
	3.80
	27
	Tractive Power 
	30.00
	18.00
	40

	Phoenix 
	40.00
	50.00
	25
	Gulliver 
	50.00
	30.00
	40

	Willdale 
	1.00
	1.20
	20
	Cairns 
	50.00
	30.00
	40

	Apex 
	7.00
	8.00
	14
	Natfoods 
	600.00
	400.00
	33

	Powerspeed 
	16.00
	18.00
	13
	TA
	280.00
	200.00
	29


As we approach the national budget announcement, we expect investors to be on the sidelines, as they would want to know what would be in store for next year. The overall outlook for the equities market hinges on the sustainability of the current monetary policy thrust being pursued by the monetary authorities. 
COMPANY NEWS 

Fairly good earnings from Redstar

Red Star released results that were above the average inflation rate for the period being reported with turnover increasing by 1087% to $12.6 billion and gross profit stood at $2.5 billion. Being a net cash generating company, it had a net interest income increasing by 1284% to $184 million and attributable income amounted to $948 million resulting in basic earnings per share of $0.80, an increase of 1233% on the same period of the prior year. 

The company stock supplies remained stable save for those that are controlled and monitored. Red star was affected by frequent price adjustments and tight credit terms by the suppliers. In terms of divisional contributions to the operating profit, R Chitrin contributed 7%, Advance wholesalers 30% and Red Star 63%. Red Star remained cash positive and has a very strong balance sheet that grew by 1340% to $6.4 billion as at 30 September 2006. Gross profit margins were up from 16.6% to 20.1% in the period under review. 

The company acquired 100% shareholding in R Chitrin for a total of $305 million. A new Red Star branch was opened in Graniteside and refurbishment of branches is still in progress.  Red Star continues to pursue regional initiatives and a lot has been done to date of which the results will be communicated in due course. Reconstruction of the Rusape branch continues. 

Operating prospects 

The company is to embark on a number of projects in order to diversify business risks and be able to ensure that shareholder value continue to be enhanced.

The re-introduction of price controls on selected goods has a negative impact on the performance of the company. Margins on goods that are under price control and monitoring will be under stress. Putting products under price controls makes products disappear from the shops and reappear on the black market. 

The continued decline in purchasing power of the local currency has makes consumers to buy basic commodities and that can benefit the retail sector. 

Recommendation 

Consumer goods should continue benefiting from inflows from Zimbabweans working abroad. Most consumers will direct most of their disposable income to food and other basic commodities. Major threat to the company remains the supply constraints, shrinking incomes and high inflation rate. 

We are expecting the company to record a FY07 EPS of $2 giving a forward PER of just 6.5x. BUY.
Bindura Nickel Corporation issued a notice to shareholders of the company saying that they have changed their financial year end. This was done in order that the company aligns with the major shareholder, Mwana Africa Plc and the relevant authorities have already granted permission. The financial year end will change from 31 December to 31 March. The current trading period will thus cover fifteen months to 31 March 2007.

DIVIDENDS DUE

	Counter
	Date declared
	Type of dividend
	Amount ($)
	Record date
	Payment date

	Truworths 
	22 September 2006
	Final 
	$0.06
	6 October 2006
	13 November 2006

	Red Star
	18 October 2006
	Interim 
	$0.09
	1 December 2006
	8 December 2006

	Starafrica 
	19 October 2006
	Interim
	$0.77
	17 November 2006
	8 December 2006


This report has been prepared by Kingdom Stockbrokers (Private) Limited for dissemination to private clients, and is for general information purposes only. The report and its content do not constitute an offer to buy or sell any securities of any companies mentioned herein. Every effort has been made to ensure that the content is accurate, however, no responsibility or liability of any kind can be accepted by Kingdom Stockbrokers (Private) Limited, any of its directors, employees or associates for any loss or damage whatsoever that may directly or indirectly result from any advice, opinion, information, representation or omission, whether negligent or otherwise, contained in this report. Recipients of this report shall be solely responsible for making their own independent investigation into the business, financial condition and future prospects of any companies referred to in this report.
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