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PRELIMINARY RESULTS FOR THE YEAR ENDED

31 MARCH 2003

Highlights

· Turnover


 

up 5.1%

· Operating margin 



21.4%

· Profit on ordinary activities per share 
up 2.2%

Turnover for the year ended 31 March 2003 was €1,000.2 million, an increase of 5.1% on a like-for-like basis.  Operating profit rose by 2.2% to €213.8 million.  The recovery in Champagne and the dynamism of Cognac contributed to this performance.

The Group intends to capitalise on its strengths and will pursue an aggressive policy of organic growth, with an ongoing improvement in profitability. 

A proposed dividend of €1 will be submitted for shareholder approval at the AGM to be held on 8 September 2003. 

2002/03 Financial Highlights

	(€ millions)


	2003
	2002

published
	%
Change

	
	
	
	

	Turnover
	1,000.2
	1,019.5
	- 1.9 

	Operating profit
	213.8
	209.1
	+ 2.2 

	Operating margin (%)
	21.4%
	20.5%
	

	Profit on ordinary activities
	102.9
	100.6
	+ 2.3 

	Net profit on ordinary activities per share (€)

Net profit

Earnings per share (€)

Number of shares in issue (‘000)
	2.34

101.5

2.30

44,070
	2.29

95.3

2.17

43,950
	+ 2.2 

+ 6.5 

+ 6.0 

-

    


Change in Group structure at 31 March 2003: 

-
Disposal of Blue Pyrenees Estate (Australian wines) in October 2002.  The results for 6 months were equity accounted.

- MORE -

- 2 -

2002/03: Targets met

In unfavourable market conditions, sustained margins, a maintained pricing policy and the optimisation of the distribution network enabled all operations to achieve a satisfactory performance.

Analysis of Operating Profit:
	
	
	
	
	

	(€ millions)
	2003
	% Margin
	2002
	% Margin

	
	
	
	
	

	Cognac
	149.3
	41.6
	145.6
	38.3

	Liqueurs
	 50.4
	28.8
	 47.3
	27.5

	Spirits
	 61.5
	30.6
	 70.1
	32.4

	Champagne 
	 17.2
	13.2
	   5.7
	  5.1

	Third Party products
	 20.9
	15.5
	 22.0
	15.8

	Total
	     299.3
	29.9
	     290.7
	28.5

	
	
	
	
	

	Distribution Costs
	      (64.9)
	-
	(63.8)
	-

	Central Costs
	(20.6)
	-
	(17.8)
	-

	Operating profit
	213.8
	21.4
	    209.1
	20.5


Cognac

Volumes of Rémy Martin cognacs increased by 4.6% thus strengthening its leadership position in superior qualities with a 32% market share.

Cognac achieved a historic operating margin of 41.6% with a continued high level of marketing expenditure of 26.9% of gross margin at constant exchange rates.  Its contribution to consolidated profit was €149.3 million, an increase of €3.7 million over last year.

The dynamism of the brand is particularly evident in the US.  Shipments grew by 7%, driven by sustained consumer demand (depletions rose by 10% for the year ended 31 March 2003).

In Asia, the new distribution organisation in China increased sales and now represents a major strength for the brand’s development in this market.  The establishment of this organisation generated additional costs of approximately €5 million during the year. 

Liqueurs

The good performance by Cointreau in the US and Southern Europe, Passoa in France and Japan, together with the success of Cointreau C, Aura (pre-mix) and Passoa Diablo, which required particularly high marketing expenditure this year (46.6% of gross margin), brought divisional profit to €50.4 million.  The operating margin rose to 28.8%.

- MORE -
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Spirits

Bols vodka made a partial recovery in the second half of the year.  However, it ended the year with a decline of 17.6% compared with the previous year, in a very competitive and volatile environment.  In line with its policy of supporting brands in their priority markets, the Group decided to maintain a high level of marketing expenditure for its vodka brands (38.5% of gross margin compared with 27.1% the previous year). 

The Metaxa brand (+8.4%), Mount Gay and St James rums (+16.6%) and St Remy brandy (+11.3%) all grew at very satisfactory rates.  The Spirits division contributed €61.5 million to operating profit, and the operating margin was 30.6%.

Champagne

With an operating profit of €17.2 million, an increase of €11.5 million over the previous year, the Champagne division achieved a better operating margin at 13.2% than that forecast by the Group for the year, against a background of sustained marketing expenditure (41.7% of gross margin). 

Third Party Brands

The contribution to operating profit of third party brands, which mainly comprises distribution of the Highland Distillers brands and Antinori wines in the US, fell slightly due to the cessation of certain distribution contracts in the US duty-free market.

· Distribution and Central Costs

Distribution costs grew slightly due to additional marketing resources for Rémy Amérique.  The growth in central costs results from the implementation of the “Supply Chain” organisation, which in one year, will generate productivity and efficiency gains.

Operating profit grew by 3.7% at constant exchange rates.  The increase comes from a higher level of activity and an improvement in the Group’s operating margin, which rose by 21.4%, whilst marketing expenditure was maintained at its high level (33.8% of gross margin).

Finance costs of €66.7 million included a financing charge of €64.8 million compared with €63 million the previous year.  Despite the decline in the average financing rate, this increase was due to the rise in average debt during the year and the non-renewal of a financial instrument that benefited the previous year.

Profit on ordinary activities rose by 2.3% to €102.9 million to represent €2.34 per share.

Exceptional expenses were (€1.4) million.  These mainly comprise the disposal of Blue Pyrenees Estate in Australia and Domaines Rémy Martin, the income from the disposal of assets (sale of barrels, property in California and Champagne) and also the exceptional costs of reorganising production units.

- MORE -
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Profit grew by 6.5% to €101.5 million, equivalent to €2.30 per share.

Consolidated financial debt was €812 million (excluding the subordinated perpetual loan notes).  Financial debt including the subordinated perpetual loan notes, the OCEANE redemption premium, marketable securities and cash, amounted to €865 million.  The debt (excluding the subordinated perpetual loan notes) to EBITDA ratio was 3.39.

Group equity grew by €39 million to €1,086 million.

Outlook for 2003/04: Capitalise on all our strengths to sustain an aggressive policy of organic growth.

The Group has the capability to ensure optimum acceleration of its programme of organic growth and to achieve further improvement in profitability, while improving its financial position.

Rémy Cointreau intends to capitalise on its fundamental strengths, ie:

· strong brands with high market share;

· a strategic distribution through two networks - Maxxium and Rémy Amérique -combining strength and dynamism;

· a disciplined organisation seeking every source of improved productivity and efficiency, from production to customer service (Supply Chain).

Rémy Cointreau has defined four areas of priority:

· dynamic volume growth for key brands/markets:
· by winning market share based on refined consumer insight;

· by strategic distribution and with further drivers for growth.  Both Maxxium and Rémy Amérique have improved and expanded their sales structure.

· ensure additional sources of organic growth:

· by continuing its marketing expenditure on key brands and priority projects (35% of gross margin),

· through the success and continued launch of innovative products -Cointreau C in Europe and Cointreau Aura in Australia as well as Metaxa Grand Olympic  Reserve and Piper Rosé Sauvage.

· maximise productivity gains: 

       - through a disciplined organisation, from production to customer service, fully operational within one year, which will generate recurring savings of approximately €10 million per year.

- MORE -
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· improve the financial position: 

                         - through the continued disposal of non-strategic assets, and

       - by refinancing and reducing the average cost of resources, which should

   produce savings of approximately €4 million in a full year.

Commenting, Mme Dominique Hériard Dubreuil, Chairman of the Management Board, said: 

“Rémy Cointreau has demonstrated its ability to adapt rapidly to changes in the environment and to progress against a background of a combination of unfavourable factors.  The strength of our brands and the geographic spread of our business worldwide form the basis of our ambition for sustained organic growth, supported by markets with additional growth potential.  The good level of demand in the US, a promising start to the year in Central Europe, particularly for vodka, the efficiency of the new distribution model in China and good hedging cover are all factors that will support our performance over the coming 12 months.  These factors will provide a solid base for strategic arbitrage.”
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