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Chapter 1

Introduction

Investing in the stock market is a journey marked by both opportunities and challenges. It requires a
keen understanding of financial markets, a strategic approach to risk, and a commitment to informed
decision-making. In the world of finance, where fortunes can be made or lost in the blink of an eye,

the ability to navigate these waters is a skill worth honing.

Stock trading, the backbone of financial markets, is the process of buying and selling shares of publicly
traded companies. These shares represent ownership in a company, and their value can fluctuate based
on a multitude of factors. Factors such as economic conditions, company performance, global events,

and investor sentiment all play a role in influencing stock prices.

This report chronicles our investment journey, a simulated endeavor into the dynamic world of stock
trading on the Johannesburg Securities Exchange (JSE). Armed with an initial endowment of R100,000,
we embarked on a mission to not only grow our capital but also to gain valuable insights into the

intricacies of stock market investing.

Our approach to this investment project was twofold: to craft a strategy that maximized returns while
managing risks and to provide a comprehensive analysis of our investment decisions using financial

ratios, risk and return evaluations, and portfolio management techniques.

In the following chapters we will delve into the rationale that underpinned our investment choices,
tracing the trajectory of our portfolio’s evolution. We will discuss the sectoral considerations, market
conditions, and financial health of the companies that guided our decisions. Moreover, we will analyze

the financial ratios to shed light on the performance of our best investments.

Ultimately, our aim was to not only maximize returns but also to gain a deeper understanding of the
complexities of stock market investing. This report serves as a reflection of our journey, providing

insights, lessons, and a comprehensive analysis of our investment decisions.



Chapter 2

Investment Decisions Overview

In crafting our investment strategy, our team employed a thoughtful and prudent approach with the
goal of achieving diversification and mitigating unwarranted risks. The initial endowment of R100,000
bestowed upon us entailed both opportunities and responsibilities. Within this chapter, we shall
elucidate the fundamental principles that guided our investment choices, shedding light on the rationale

that underscored our allocation strategy.

We acknowledged the pivotal importance of diversification in our investment endeavor. Consequently,
we made a conscious decision to allocate our accessible funds across multiple sectors within the
Johannesburg Securities Exchange (JSE). Our reasoning behind this strategic choice was twofold:
firstly, it aimed to cultivate a versatile portfolio capable of navigating the vicissitudes of the market,
and secondly, it functioned as a bulwark against significant losses in the event of an adverse downturn

in any single sector.

Nonetheless, we also made a deliberate determination to withhold a portion of our initial capital,
totaling R31 600, in the form of an uninvested reserve. This financial reserve was earmarked to endow
us with the agility to respond to unforeseen market developments, particularly during the formative

phases of our investment journey.

In the forthcoming pages, we shall embark on a more in-depth exploration of our investment odyssey,
illuminating the rationale underpinning our sectoral allocations, tracing the trajectory of our reserve

strategy’s evolution, and situating our investment decisions within the broader financial context.

2.1 Trades Made

2.1.1 Initial/1st Trade (01/08/2023)

As part of our initial trade on August 1, 2023, we carefully considered our investment choices and
opted to diversify our portfolio by investing in three distinct stocks on the Johannesburg Securities
Exchange (JSE). These choices were informed by an analysis of the market, sectoral prospects, and the
financial health of the selected companies. Our investments included British American Tobacco PLC
in the Tobacco sector, Shoprite Holdings Ltd. in the Food & Drug Retail sector, and Investec PLC in

the Financial Services sector.



2.1. Trades Made

Why British American Tobacco PLC?

British American Tobacco (BAT) products, considered as ’staple goods,’ historically exhibit stable
demand during economic uncertainties, primarily due to their addictive nature. However, the evolving
regulatory landscape in South Africa, driven by market disruptors like e-cigarettes, poses a significant
challenge. The government’s move to implement a flat excise duty rate on nicotine-substitute solutions,
effective from June 1, 2023, reflects a shift towards taxing emerging smoking methods [1]. BAT and
the Vapour Products Association have expressed concerns that this tax hike, potentially leading to
a 138% price increase, might drive consumers towards the illicit market [2]. Furthermore, pending
legislation, such as the Tobacco Products and Electronic Delivery Systems Control Bill, underscores
the government’s intent to tighten regulations on smoking and related industries, including e-cigarettes.
These regulatory changes can impact BAT’s stock price as investors assess how the evolving landscape

might affect the company’s revenue and market position.

Why Shoprite Holdings Ltd.?

Shoprite Holdings Ltd. presents an enticing investment opportunity in our portfolio due to several
compelling factors. Africa’s consumer spending is on a remarkable trajectory, poised to reach a
staggering $2.1 trillion by 2025 [3]. This surge in consumer activity bodes well for companies operating

in the retail sector, and Shoprite stands as a prominent player in this arena.

Shoprite’s long-standing and well-established brand image, coupled with its highly efficient supply chain,
positions it favorably to capitalize on the impending increase in consumer spending [3]. Moreover, the
company has demonstrated consistent revenue growth year after year, with noteworthy improvements
in its Earnings Before Interest and Taxes (EBIT). This robust financial performance not only reflects a
resilient business model but also signifies potential for further expansion and profit generation. In light

of these factors, we consider Shoprite Holdings Ltd. to be an opportune buy at its current valuation.

Why Investec PLC?

Our decision to invest in Investec PLC is rooted in our strategic objective of fortifying our investment
portfolio with stability and resilience. While the stock market is frequently influenced by various
market forces and fluctuations, the financial sector, especially banking institutions, has demonstrated
a noteworthy degree of resistance to macroeconomic volatility. Investec PLC, being a well-established

financial institution, aligns perfectly with our pursuit of portfolio stability.

Historical trends have shown that bank stock prices tend to be less vulnerable to sudden market shifts
compared to other industries, offering a dependable shield against the more volatile aspects of our
portfolio. Furthermore, Investec PLC experienced a notable 16.1% decrease in its share price during
March, followed by a gradual recovery. This price movement presents an enticing opportunity to

capitalize on the stock’s upward momentum.

2.1.2 2nd Trade (11/08/2023)

Over the past 10 days, we vigilantly monitored our portfolio and observed a gradual increase in the

value of British American Tobacco shares. Recognizing an opportunity for strategic expansion and in



2.1. Trades Made

line with the project’s emphasis on aggressive investing, we decided to allocate a portion of our reserve
funds to purchase an additional 40 shares of British American Tobacco. This move not only aligns
with our commitment to seizing promising opportunities but also underscores our intention to optimize

portfolio growth. Following this transaction, we retained R6,843.09 in our reserve.

2.1.3 3rd Trade (21/08,/2023)

Subsequent to our previous trade, Investec PLC experienced a notable decline in its share price, as
evidenced by Figure 2.1. In response to this market movement, we made a strategic decision to sell
half of our Investec PLC shares, generating total proceeds of R10,183.05. This action was aimed at
safeguarding our portfolio against further losses. In hindsight, it might have been advantageous to

hold onto these shares for an additional week to potentially recover more of our initial investment.

R116.00
11 Aug 23
R114.33
R114.00
R112.00
R110.00
R108.00

21 Aug 23

R107.19
R106.00

R104.00
R102.00

R100.00
21 Jun 23 13 Jul 23 04 Aug 23 28 Aug 23 20 Sep 23

Figure 2.1: 3-month view of Investec PLC share price as taken on Sep 20, 2023

Simultaneously, we identified an upward trend in the share price of Anheuser-Busch InBev SA NV.
This observation prompted us to allocate our proceeds from the sale of Investec PLC shares and our
uninvested reserve into Anheuser-Busch InBev SA NV, a decision that would prove to be valuable, as
demonstrated in Figure 2.2. Following this investment, we had invested R99,414.59 out of our initial
R100,000 starting capital.



2.1. Trades Made
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Figure 2.2: 3-month view of Anheuser-Busch InBev SA NV share price as taken on Sep 21, 2023

2.1.4 4th Trade (31/08,/2023)

In the wake of our previous trade, we noticed that Shoprite Holdings Ltd. appeared to have reached a
peak at around R263.83 per share. Taking a calculated risk, we decided to liquidate our entire holding
in Shoprite Holdings Ltd., realizing a total of R22,161.72 and a gain of R430.92. These proceeds
were added to our uninvested reserve, increasing it to R22,747.13. Figure 2.3 illustrates the peak in
Shoprite’s share price between August 21st and August 31st.

s “RamaEs

R260.00

R255.00

R250.00

R245.00

R240.00

R235.00

R230.00

R225.00

R220.00

R215.00
22 Jun 23 14 Jul 23 07 Aug 23 20 Aug 23 21 5ep 23

Figure 2.3: 3-month view of Shoprite Holdings Ltd. share price as taken on Sep 21, 2023

Our decision to sell Shoprite shares proved astute, as the company experienced a 7.4% decrease in its

share price over the subsequent five days, followed by a continued decline.

2.1.5 5th Trade (11/09/2023)

With R22,747.13 available in our uninvested reserve, we made the strategic choice to allocate the

entire reserve to our highest-performing share, British American Tobacco. Consequently, we acquired



2.1. Trades Made

an additional 35 shares of British American Tobacco, amounting to R22,120.29 in expenses. After
this transaction, we had invested a total of R99,373.16 of our capital and proceeds, leaving R626.84

uninvested.

2.1.6 Final/6th Trade (19/09/2023)

To conclude our investment project and facilitate an accurate assessment of overall profitability, we
opted to liquidate all our shares. As the investment period neared its end, Investec PLC exhibited a
decline in value, while British American Tobacco reached a peak. Throughout the investment period,
we invested a total of R99,373.16. After divesting all shares, we possessed R100,410.40, resulting in a
total profit of R1,037.24, excluding our uninvested reserve of R626.84.

10



Chapter 3

Analysis of Excel Spreadsheet

1st Trade
(D x 1%) (D - E) \F [/ G) (G x H)
Date  Name of Sector Total investing 1% Manag nt  Total all d to Price per Number bought Value of
(D.M) company fee invest share investments
1.8 Investec PLC  Banking R22 113,25 R221,13 R21 892,12 R112,25 195 R21 888,75
British
1.8  American Tobacco R24 297,20 R242,97 R24 054,23 RE07,43 40 R24 297,20
Tobacco
18 Sh-_oprltr_' Retail R21 985,50 R219,50 R21 769,61 R258,70 84 R21 730,80
Holdings Ltd.
REG8 399,95 R684,00 R&7 715,95 R67 916,75

Figure 3.1: Initial/1st Trade on 01/08/2023

In our initial trade on August 1, 2023, we diversified our portfolio by investing in three different stocks.
We invested a total of R68399,95, allocating amounts to British American Tobacco, Shoprite Holdings
Ltd., and Investec PLC. We retained R31,600.05 in our univested reserve. This trade marked the

beginning of our investment journey.

2nd Trade
Existing share investments Shares Sold
{D x 1%) {D-E) (F/G) (G x H) (Lx M)
Date  Name of Sector Total investing 1% Management  Total allowed to New Price per  Number hold Value of Date Name of NEW price  Number Total Gain [ Loss
(D.M) company fee invest share on 11.8 investments (D.M) company per share sold proceeds
118 |Investec PLC  Banking R114,33 195 R22 294,35
British
118  American Tobacco R611,41 40 R24 456,40
Tabacco
Shoprite _—
118 Holdings Ltd Retall R257,76 B4 R21651,84
R68 402,59 RO,00 RO,00)
New share investments bought
(D x 1%) (D-E) (F/G) (G x H)
Date  Name of Sector Totalinvesting 1% Management  Totalallowedto  Priceper  Number bought Value of
(D.M) company fee invest share investments
British
118 American = Tobaceo R24 756,96 R247,57 R24 509,39 R611,41 a0 R24 456,40
Tabacco
R24 756,96 R247,57 R24 509,39 RO2 858,99

Figure 3.2: 2nd Trade on 11/08/2023

During the 2nd trade on August 11, 2023, we invested a further R24,756.96 in British American
Tobacco, allocating additional funds to this stock. After this trade, we retained R6,843.09 in our

uninvested reserve.

11



3rd Trade

Existing share investments Shares Sold
{D x 1%) (0-€) (F/G) {6 x H) (L x M)
Date  Name of Sector Total investing 1% Management  Total allowed to New Price per  Number hold Value of Date Name of NEW price  Number Total Gain / Loss
(D.M)  company fee invest share on 21.8 investments (D.M) company per share sold proceeds
218 Investec PLC  Banking R107,1 100 R10 719,00 218 Investec PLC R107,1% 95 R10 183,05 R480,70
British
218  American Tobacco R611,00 80 R48 830,00
Tobacco
Shoprite
218 Holdings Ltd. Retall R257,22 84 R21 606,48
k81 205,48 R10 183,05 R480,70|
New share investments bought
(D x 1%) (0-§) (F/G) (G x H)
Date  Name of Sector Total investing 1% Management  Total allowedto  Priceper  Number bought Value of
(D.M)  company fee invest share investments
Anheuser-
218 BuschinBev Beverages R16 440,73 R164,41 R16 276,32 R1067,58 15 R16 013,70
SA NV
R16 440,73 R164,41 R16 276,32 R97 219,18

Figure 3.3: 3rd Trade on 21/08/2023

Our 3rd trade on August 21, 2023, involved selling half of our Investec PLC shares, generating proceeds
of R10,183.05. Simultaneously, we invested R16,400.73 in Anheuser-Busch InBev SA NV, utilizing the

proceeds and uninvested reserve. This decision increased our invested capital while leaving us with

R585.41 uninvested.

4th Trade
Existing share investments Shares Sold
(D x 1%) (D-E) (F/G) (G % H) (Lx M)
Date  Name of Sector Total investing 1% Management  Total allowed to New Price per  Number hold Value of Date Name of NEW price  Number Total Gain f Loss
(D.M)  company fee invest share on 31.8 investments | (D.M)  company pershare sold proceeds
318 Investec PLC  Banking R111,88 100 Ritissoo | 3is | C"OPMe  pagaes 84 R216172  R43092
. Holdings Ltd, ! g o
British
318  American  Tobacco RE29,1 80 R50 332,80
Tobacco
Anheuser-
318 Busch InBev Beverages R1082, 15 R16 240,20
SA NV
R77 761,00 R22 161,72 R430,92

Figure 3.4: 4th Trade on 31/08/2023

In our 4th trade on August 31, 2023, we decided to sell all our shares in Shoprite Holdings Ltd. The

sale generated R22,161.72 with a gain of R430.92. This decision increased our uninvested reserve to

R22,747.13.

5th Trade
Existing share investments Shares Sold
(D x 1%) (D-E) (F/G) (GxH) (Lx M)
Date  Name of Sector Total investing 1% Management  Total allowedto New Price per  Number hold Value of Date Name of NEW price  Number Total Gain / Loss
(D.M)  company fee invest share on 11.9 investments | (D.M)  company  pershare sold proceeds
119 Investec PLC  Banking R112,50 100 R11 250,00
British
119  American Tobacco RG25, 80 R50 060,00
Tobacco
Anheuser-
119 BuschInBev Beverages R1076,01 15 R16 140,15
SA NV
R77 450,15 RO,00 0
New share investments bought
(D x 1%) (D-E) (F/G) (G x H)
Date  Name of Sector Total investing 1% Management  Total allowedto  Priceper  Number bought Value of
(D.M)  company fee invest share investments
British
119 American Tobacco R22 120,29 R221,20 R21 899,09 R625,75 a5 R21901,25
Tobacco
R22 120,29 R221,20 R21 899,09 R99 351,40

Figure 3.5: 5th Trade on 11/09/2023

12



In our 5th trade on September 11, 2023, we allocated our uninvested reserve of R22,747.13 to British
American Tobacco PLC. This investment allowed us to acquire additional shares, amounting to

R22,120.29 in expenses, leaving us with R626.84 uninvested.

6th Trade

Existing share investments Shares Sold
(D % 1%) (D-E) (F/G) (G % H) (L% M)
Date  Name of Sector Total investing 1% Management  Total allowed to New Price per  Number hold Value of Date Name of NEW price  Number Total Gain [ Loss
(D.M)  company fee invest share on 19.9 investments | {D.M)  company  pershare sold proceeds
19.9  InvestecPLC  R105,58 100 R10 559,00 -R666,00
British
199  American 639,32 115 R73 521,80 R3 667,35
Tobacco
Anheuser-
19.9 BuschinBevSA 108864 15 R16329,60  R315350
NV
RO,00 R100410,40  R3 317,25

Figure 3.6: Final/6th Trade on 19/09/2023

To conclude our investment project on September 19, 2023, we liquidated all our shares. After divesting
all shares, we possessed R100,410.40, resulting in a total profit of R1,037.24, excluding our uninvested
reserve of R626.84.

Note: R100,410.40 is the current value of our investments at the time of completing the investment

portion of the project.

13



Chapter 4

Financial Ratios of the Best

Investments

In this section, we will analyze the financial ratios of our two best investments, British American
Tobacco (BAT) and Shoprite Holdings Ltd. These ratios provide valuable insights into the financial

performance and health of these companies.

The 2023 financial statements for BAT [4] can be found in Appendix A, and the 2023 financial
statements for Shoprite Holdings Ltd. can be found in Appendix B [5].

4.1 Liquidity

The current ratio measures a company’s ability to cover its short-term liabilities with its short-term
assets. The acid test ratio, also known as the quick ratio, is a more stringent measure of liquidity that

excludes inventory from current assets.

Current Assets

Current Ratio =
Current Liabilities

Current Assets — Inventor
Acid Test Ratio = Y

Current Liabilities

4.1.1 British American Tobacco

June 2023 | June 2022
Current Assets (£m) 15 092 14 709
Current Liabilities (£m) 16 191 16 726
Current Ratio 0.932 0.879
Inventory (£m) 5 634 5 952
Acid test ratio 0.584 0.524

Table 4.1: Current Ratio and Acid Test Ratio for British American Tobacco

14



4.1.2 Shoprite Holdings Ltd.

4.2. Asset Management

July 2023 | July 2022
Current Assets (Rm) 47 871 39 673
Current Liabilities (Rm) 37 416 32 488
Current Ratio 1.279 1.221
Inventory (Rm) 25 090 21 879
Acid test ratio 0.609 0.548

Table 4.2: Current Ratio and Acid Test Ratio for Shoprite Holdings Ltd.

4.2 Asset Management

Return on Assets after Tax (ROA) measures a company’s ability to generate profits from its assets. It

is calculated as follows:

Net Income

ROA

4.2.1 British American Tobacco

- Total Assets

x 100%

June 2023 | June 2022
Net Income (£m) 3 375 3221
Total Assets (£m) 146 072 151 871
Return on Assets (%) 2.311 2.121

Table 4.3: Return on Assets after Tax (ROA) for British American Tobacco

Note:

e In the ‘Group Cash Flow Statement’ for BAT in Appendiz A, net income is labelled ‘Net cash

generated from operating activities.’

4.2.2 Shoprite Holdings Ltd.

July 2023 | July 2022
Net Income (Rm) 5 901 5 740
Total Assets (Rm) 102 356 91 455
Return on Assets (%) 5.765 6.276

Table 4.4: Return on Assets after Tax (ROA) for Shoprite Holdings Ltd.

Note:

15




e In the ‘Condensed consolidated statement of comprehensive income’ for Shoprite Holdings Ltd.

in Appendixz B, Net income is labelled ‘Profit for the year.’

4.3 Debt (Leverage)

The debt to equity ratio indicates the proportion of a company’s financing that comes from debt

compared to equity.

Long term liabilities (Interest bearing liabilities)

4.3. Debt (Leverage)

Debt to Equity Ratio =
bt o Batity ako Ordinary shareholder’s equity
4.3.1 British American Tobacco
June 2023 | June 2022
Long term liabilities (£m) 37 140 39 724
Ordinary shareholder’s equity (£m) 70 613 72 070
Debt to Equity Ratio (%) 52.597 55.119

Table 4.5: Debt to Equity Ratio for British American Tobacco

Note:

e In the ‘Group Balance Sheet’ for BAT in Appendixz A, Ordinary shareholder’s equity is labelled

‘Owners of the parent’, and Long term liabilities is labelled ‘Borrowings.’

4.3.2 Shoprite Holdings Ltd.

July 2023 | July 2022
Long term liabilities (Rm) 5 770 4 500
Ordinary shareholder’s equity (Rm) 26 130 25 484
Debt to Equity Ratio (%) 22.082 17.658

Table 4.6: Debt to Equity Ratio for Shoprite Holdings Ltd.

Note:

e In the ‘Condensed consolidated statement of financial position’ for Shoprite Holdings Ltd. in

Appendiz B, Ordinary shareholder’s equity is labelled ‘Capital and reserves attributable to owners

of the parent’, and Long term liabilities is labelled ‘Borrowings.’

16
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4.4. Profitability

4.4 Profitability

Return on Equity (ROE) measures a company’s profitability and how efficiently it generates its profit

by comparing its net income to shareholder’s equity.

Net Income

ROE =
Shareholder’s Equity

x 100%

4.4.1 British American Tobacco

June 2023 | June 2022
Net income (£m) 3375 3 221
Shareholder’s equity (£m) 70 613 72 070
Return on Equity Ratio (%) 4.780 4.469

Table 4.7: Return on Equity (ROE) for British American Tobacco

Note:

o In the ‘Group Balance Sheet’ for BAT in Appendixz A, Shareholder’s equity is labelled ‘Owners of
the parent.’

e In the ‘Group Cash Flow Statement’ for BAT in Appendixz A, net income is labelled ‘Net cash

generated from operating activities.’

Net profit after tax is the company’s profit after all expenses, including taxes, have been deducted.

Net Profit after Tax = Net Income

This can be found in Table 4.3 in subsection 4.2.1 and Table 4.7 above.

4.4.2 Shoprite Holdings Ltd.

July 2023 | July 2022
Net income (Rm) 5901 5 740
Shareholder’s equity (Rm) 26 130 25 484
Return on Equity Ratio (%) 22.583 22.524

Table 4.8: Return on Equity (ROE) for Shoprite Holdings Ltd.

Note:

17




4.5. Market Performance

e In the ‘Condensed consolidated statement of financial position’ for Shoprite Holdings Ltd. in
Appendix B, Shareholder’s equity is labelled ‘Capital and reserves attributable to owners of the

parent.’

e In the ‘Condensed consolidated statement of comprehensive income’ for Shoprite Holdings Ltd.

in Appendixz B, Net income is labelled ‘Profit for the year.

Net profit after tax is the company’s profit after all expenses, including taxes, have been deducted.

Net Profit after Tax = Net Income

This can be found in Table 4.4 in subsection 4.2.2 and Table 4.8 above.

4.5 Market Performance

The Price Earnings (PE) Ratio compares a company’s stock price to its earnings per share (EPS) and

indicates whether a stock is overvalued or undervalued.

Market price of share at specific date

PE Ratio =
ano Earnings Per Share (EPS)

4.5.1 British American Tobacco

June 2023 | June 2022
Share price (£) 26.2 36.0
Earning per share (£) 1.77 0.81
Price Earnings 14.802 44.444

4.5.2 Shoprite Holdings Ltd.

Table 4.9: Price Earnings (PE) Ratio for British American Tobacco

July 2023 | July 2022
Share price (R) 226.23 199.0
Earning per share (R) 10.843 10.483
Price Earnings 20.864 18.983
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Chapter 5

Written Report on the Best Investments

5.1 British American Tobacco

British American Tobacco (BAT) is a global tobacco company with a presence in approximately 180
countries [6]. It is one of the world’s largest tobacco companies, manufacturing and selling a wide
range of tobacco and nicotine products, including cigarettes, smokeless tobacco, and e-cigarettes. In

this section we will discuss our investment in BAT.

5.1.1 Investment Decision

Our investment in British American Tobacco (BAT) was a strategic move executed in three stages. It
commenced on the 1st of August 2023 when we initiated our investment by purchasing 40 shares of
BAT at a price of R607.43, amounting to R24,297.20. Recognizing an opportune moment, we expanded
our holdings on the 11th of August 2023, adding another 40 shares at R611.41 per share. The final
acquisition took place on the 11th of September 2023, where we purchased an additional 35 shares
of BAT at R625.75 per share. This phased approach allowed us to strategically build our position in
BAT over time.

Our investment decision was substantially influenced by a meticulous analysis of BAT’s historical share
price trends. Notably, BAT’s share price had recently experienced a local minima, dropping to R594.39,
its lowest point in over a year. This moment presented a compelling entry opportunity. As we closely
monitored the market, it became evident that BAT’s share price was on an upward trajectory, steadily
recovering from its low. Our confidence in the stock continued to grow as the share price exhibited

consistent positive momentum.

The culmination of this upward trend occurred on the 19th of September 2023 when BAT’s share price
reached its peak. At this juncture, we made the strategic decision to divest all 115 shares we held,
capitalizing on the favorable market conditions. This divestment translated into a significant profit of
R3,667.35, underscoring the success of our investment strategy. Our decision to carefully monitor and

capitalize on the share price trend allowed us to maximize returns on our investment in BAT.

5.1.2 Financial Ratios

Financial ratios serve as crucial indicators of a company’s financial health and performance. In our

analysis of BAT, we considered several key ratios:

1. Current Ratio: As of June 2023, BAT’s current ratio stood at 0.932:1. This ratio signifies
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the company’s ability to meet its short-term obligations with its current assets. A current ratio
above 1 indicates the company’s capacity to cover its short-term liabilities fully. Compared to the
previous year’s current ratio of 0.879:1, this improvement suggests that BAT’s liquidity position

has strengthened.

2. Acid-Test Ratio: In June 2023, BAT’s acid-test ratio was 0.584. Notably lower than the
current ratio, this is due in part to the tobacco industry’s inventory challenges, which arise from

regulatory constraints, taxation, and the limited shelf life of tobacco products.

3. Return on Assets (ROA): BAT’s ROA for June 2023 was 2.311%. ROA measures a company’s
ability to generate profit from its assets. This indicates that BAT generated a 2.311% return on
its total assets during that period. While it showed a slight increase from the previous year’s

2.121%, it suggests that BAT’s asset utilization improved.

4. Debt to Equity Ratio: The debt to equity ratio as of June 2023 was 52.597%. This indicates
a moderate reliance on debt for funding, which is generally manageable. High debt levels can

pose risks, but BAT’s ratio suggests a balanced capital structure.

5. Return on Equity (ROE): BAT’s ROE for June 2023 was 4.780%. ROE evaluates a company’s
profitability in relation to its shareholders’ equity. The slight increase from the previous year’s
4.469% indicates that BAT delivered a higher return to its shareholders in the given period.

6. Price Earning Ratio (P/E): The P/E ratio for BAT was 14.802, showing a significant decrease
from 44.444 in the previous year. This ratio reflects the market’s expectations for a company’s
future earnings growth. The decline in P/E suggests that the market may have revised its

expectations downward, potentially indicating a lower valuation or decreased growth prospects.

5.1.3 Conclusion

Our investment decision in British American Tobacco was based on a comprehensive evaluation of the
company’s financial health, historical share price performance, and market conditions. Our analysis
of BAT’s financial ratios, including liquidity, profitability, and leverage, indicated a positive overall
financial outlook. Furthermore, the observed upward trend in BAT’s share price in conjunction with
improving financial metrics supported our decision to invest. Ultimately, this investment strategy

resulted in a profitable outcome.

5.2 Shoprite Holdings Ltd.

Shoprite Holdings Ltd. is a leading retail group based in South Africa, with operations spanning across
15 countries in Africa and the Indian Ocean Islands [7]. It is one of the largest retail chains in Africa,
specializing in grocery and general merchandise retail. In this section, we will discuss our investment
in Shoprite Holdings Ltd.

5.2.1 Investment Decision

Our investment strategy for Shoprite Holdings Ltd. involved a two-stage process, closely tied to our

analysis of the company’s share price trends. Initially, on the 1st of August 2023, we initiated our
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investment by purchasing 84 shares of Shoprite Holdings Ltd., amounting to R21,989.50, at a share
price of R258.70. This decision was motivated by our observation of the company’s historical share

price stability and a modest upward trend over the past year.

As we closely monitored the share price, we became concerned that it had reached a peak. Consequently,
on the 31st of August 2023, we made the decision to sell all 84 shares. Our theory was later confirmed
when the share price dropped significantly over the next week. This well-timed sale realized a profit of
R430.92.

Our investment decision, therefore, was a result of both our initial analysis of the share price trends

and our ability to react to market conditions, ultimately resulting in a profitable outcome.

5.2.2 Financial Ratios

Financial ratios play a crucial role in assessing a company’s financial health and performance. In our

analysis of Shoprite Holdings Ltd., we considered several key ratios:

1. Current Ratio: As of June 2023, Shoprite Holdings Ltd.s current ratio stood at 1.279:1.
This ratio indicates the company’s ability to meet its short-term obligations with its current
assets. A current ratio above 1 signifies a healthy liquidity position, and Shoprite’s ratio reflects
its capability to cover short-term liabilities comfortably. This indicates that the company is

well-positioned to meet its immediate financial obligations.

2. Acid-Test Ratio: In June 2023, Shoprite Holdings Ltd/’s acid-test ratio was 0.609, which is less
than half the current ratio. This indicates that a significant portion of the company’s current
assets consists of inventory, which is typical in the retail industry. This acid-test ratio highlights

that inventory plays a substantial role in the company’s current asset composition.

3. Return on Assets (ROA): Shoprite Holdings Ltd.’s ROA for June 2023 was 5.765%. This
metric measures the company’s ability to generate profit from its assets, and an ROA of 5.765%
suggests efficient asset utilization. Compared to the previous year’s 6.276%, this slight decrease

may indicate a marginally less efficient use of assets in the current period.

4. Debt to Equity Ratio: The debt to equity ratio as of June 2023 was 22.082%, indicating a
relatively low reliance on debt for funding. This conservative capital structure is favorable as it
reduces financial risk. Compared to the previous year’s 17.658%, this increase in the ratio may

signify a slightly higher reliance on debt for financing in the current period.

5. Return on Equity (ROE): Shoprite Holdings Ltd’s ROE for June 2023 was 22.583%, indicating
a solid return for shareholders. In comparison to the previous year’s 22.524%, this negligible
increase suggests that the company has continued to provide a favorable return to its equity

investors.

6. Price Earnings Ratio (P/E): The P/E ratio for Shoprite Holdings Ltd. was 20.864, which
reflects the market’s expectations for future earnings growth. In comparison to the previous year’s
P/E ratio of 17.983, the current ratio indicates that the market may have higher expectations for

the company’s future earnings growth.
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5.2.3 Conclusion

Our investment decision in Shoprite Holdings Ltd. was based on a comprehensive evaluation of the
company’s financial health, historical share price performance, and market conditions. The analysis of
key financial ratios, including liquidity, profitability, and leverage, indicated a positive overall financial
outlook for the company. Additionally, the stability and modest growth observed in Shoprite Holdings
Ltd’s share price, coupled with its strong position in the African retail sector, supported our decision

to invest. We anticipate continued growth and profitability in this investment.
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Chapter 6

Conclusion

The investment decisions made in this project were guided by careful analysis and strategic thinking.
We aimed to maximize returns while managing risks, and the outcome of our investment journey

reflects our commitment to these principles.

Our investment strategy was characterized by diversification, with investments made across multiple
sectors within the Johannesburg Securities Exchange (JSE). This approach allowed us to spread our
risk and benefit from potential opportunities in different industries. Additionally, we maintained an
uninvested reserve to adapt to unforeseen market developments, demonstrating our agility in responding

to changing circumstances.

In our initial trade, we invested in British American Tobacco PLC, Shoprite Holdings Ltd., and Investec
PLC. Each of these investments was grounded in a thorough analysis of market conditions, sectoral
prospects, and the financial health of the selected companies. For example, our decision to invest in
British American Tobacco was influenced by its historical stability, while our investment in Shoprite

was based on the growing consumer spending in Africa.

We then made subsequent trades based on market dynamics and the performance of our existing
holdings. We strategically expanded our positions in promising stocks, such as British American
Tobacco, and made timely decisions to divest from stocks that had reached their peak, like Shoprite
Holdings Ltd.

The financial ratios we calculated provided valuable insights into the companies we invested in. For
British American Tobacco, we noted improving liquidity and profitability. Shoprite Holdings Ltd.

demonstrated a strong current ratio and efficient asset utilization.

In conclusion, our investment journey was marked by a thoughtful approach to risk and reward. We
used financial analysis, sectoral considerations, and market trends to inform our decisions. As a result,
we achieved a profitable outcome, with our investments generating a total profit of R1,037.24, excluding
our uninvested reserve. This project has deepened our understanding of investment strategies, financial

ratios, and market dynamics, providing valuable lessons for future investment endeavors.
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Appendices

A. British American Tobacco Financial Statements

Interim Financial Statements (unaudited)
Group Income Statement

Six months ended Year ended
30 June 31 Decamber
2023 2022 2022
£m £m £m
Revenue' 13,441 12,869 27,655
Raw materials and consurmables used (2,251) (2.250) (4,781)
Changes in inventories of finished goods and work in progress 7 97 227
Employee benefit costs (1,389) (1,329) (2,972)
Depreciation, amortisation and impairment costs (480) (659) (1,305)
Other operating income 239 42 722
Loss on reclassification from amortised cost to fair value (3) )] 5)
Other operating expenses (3,629) (5,097) (9,018)
Profit from operations 5,935 3,678 10,623
MNet finance costs (921) (817) {1,641)
Share of post-tax results of associates and joint ventures 289 200 442
Profit before taxation 5,303 3,081 9,324
Taxation on ordinary activities (1,268) 1123) (2.478)
Profit for the period 4,035 1,938 6,846
Attributable to:
QOwners of the parent 3,959 1,859 6,666
Mon-centrolling interests 76 79 180
4,035 1,938 6,846
Earnings per share
Basic 176.6p Bl.2p 2933p
Diluted 176.0p 80.8p 291.9p

All of the activities during both years are in respect of continuing operations.
The accompanying notes on pages 28 to 42 form an integral part of this condensed consoclidated financial information.

1. Rewenue iz net of duty, excise and ather taxes of £18,721 million and £18,190 million for the six montha ended 30 Jure 2023 and 30 June 20232, respectively, and £38,527 million for the
year ended 31 December 2022,

Figure 1: Group Income Statement for British American Tobacco
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Interim Financial Statements [unaudited)

Continued
Group Cash Flow Statement

She minntha snded Yanr prded
30 Jures A1 Dwcembar
20EE z032 2013
Em Em Ermn
Cash flows from operating activities
Cash generated from operating actwtas (page 33} A 533 4530 12537
[ dends raceived from associates 202 M Iy
Taw paid (1, 240) 1.280) (2,537
Not cosh gonarated from oparating activities 1A7E .21 10,554
Cazh flows from investing activities
nterest received 7R 28 85
Purchases of orope-ty, olant and eguiprment 1oy 99y [E23)
Procends on disposal of gropeety, glant and eguiprmant 22 13 n
Purchasas of intangibles () (B2) &3
Proceeds on disposal of intangibles - = 3
Purchases of investrments (433) 1174) (257
Proceeds or disposals of muestrrents Bal a1 2a
nuastrment in assoc ates and acquisitions of ather sube diaces ret of cash acqurad iy (1] 39h
Net cash generated from/{used in) investing activities 41 208y [FOE)
Cosh flows from financing activities
nterest paid on borrowings and financing related actvities (BEE) |FaR) He7a)
ntarest elemant of lease liahilities ] ] |75
Capital element on lease lizailities [ao) Al (161}
Proceeds from increases inand new borrowings 2,064 a.le2 3267
Reductions inand repayments of borrowings 11,060) [1.087) [3,044)
Dwtflowes)finflows relating to derivatren finarcial instrurmants fa2aE) 253 1T
Purchases of own shares - share buy-back pragramme - [1,.258) [2,002)
Purchases of own shares held in employee share ewnershio trusts oy H=LoH [A0)
Coupon paid on perpetual hybrid bonds ] - 180}
Dovdards gad ta cwenars of e parent [ 479) b Y | |&4.915)
Capital injection from and purchasaes of non-controling intarests - i 11
Diwidends pad ta non-contralling interests 1150 (B0} itad)
Other ] & &
Mot cashusedin finnncing activities - {2,023) (2,389} (B A7)
et cash flows ganarated from nperating, irvesting snd financing activities LR Rld an
Transferrad framy/[ta) held-far-zale & (240 (388}
Dfferances on exchange (1) an 411
Incremse in net cash and cash equivalents in the year 226 755 74
Mot cash and cash squivalents &t 9 lanoaey &.9a7 JART FaR
Net cash and cosh equivalents ot period end 3,563 3,218 8337
{Cashand cash eguivalents per baance shoet 3681 3,588 3448
QOwerdrafts and accrued interest maey 1350 a9y
KMt ramh and cash aguivalents at percind prd ARRA AMA A3a7

The mocarmparying nintes on pages 28 to 42 farmn s integre pact of this condansed consoldated firsncia infarmaton, The nat eask
flaws relating ta the adjusting ibems within prafit from operations on pages 23 ta 31, included in the above, are an inflow of ESE mdlion
(A0 lone 2032 FIGR millina ot 31 Discembee 2037 FARR redllinn mosdF o

ar

Figure 2: Group Cash Flow Statement for British American Tobacco
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Interim Financial Statements [unaudited)

Continued
Group Balance Shaat

AgwtI0 lyms  ApEt ) Dacerrban

0 2022 22
£m Em Em
Annats
ntangble assets 122126 128,028 123,075
Property. plant and equiprmanit &5X §728 4,867
neastrminnts in assacates and jpint ventures 2,08 2.055 2mn
Retirament benaft ansats 1.027 1,219 1,000
Deferred tax assets 720 819 BEZ
Trade ard other receivables 204 234 241
neastrments held at fair value 1 E5 7
Manrivatren finarcial instrurmants 1an AR k|
Total nen-current assets 120,980 127162 12E137
nwantoras BB 5982 561
noomie tas rece vable 180 145 149
Trade ard ather racaiables 4,19 3649 £ 36T
nwastments he'd at fair value 451 &M 573
[rerivative financial instrumants 413 270 430
{Cashand cash aguivalents a601 3,588 3448
14,668 14,955 14,647
Assats classified as hed-for-sale B34 B34 7&7
Total current assets 16,082 14,7049 15409
Total assats 146,072 151,87 153,546
Equity — capital and reserves
Share capita Bia 814 El4
Share pramiurm, capital redermption and merger reserves 26,529 26827 28,628
Qther reserves (1,7} 2,329 2 655
Retsined narmings At &£ 554 & nEl
n raspect of assets hald-far-sale (800} 21 |285)
Cherers of the parant T EE 72,070 FAEET
Perpetual hybrid bonds 1,586 1EES 1,685
Mon - cortroling abterests T30 & 247
Total equity T2 E2R 74 089 7510
Limbilities
Borrowngs 40 074 38728
Retirermient benaft liablities aad 1108 349
Manfrerad tao linhilitine 17, kmG AR 18,438
Qither gravisions far labiftes 4B8 418 534
Trade ard ather payables Gad 938 G
Crarivatien financial instrumants 30 LR7 o2
Total non-currant lEahilities B7.2823 81076 59383
Borrowings .oz 5151 4413
nooemie taw payab e B0E gaa 1,049
Other grovisions far Eabiftes gk BRI 1087
Trade ard ather payables 9,17 2A13 10449
Drerivatier finarcial instrurmants 281 g2 427
1E.2BE 16,187 17,425
Liatilities associated with assets classifed as held-for-sale I0E 539 £78
Total currant linhiltiae ELARE] RT7IR iFRRET
Total equity and liabilities 146,072 151,81 153,548

The accompanying notes on pages 28 to 42 farm an integra’ part of this condensed consolidated financia infarmatan.

Figure 3: Group Balance Statement for British American Tobacco
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E SEOPRITE HOLDINGE LTD Rxdewed resals for the 52 wesks ended 7 July 7073

Condensed consolidated

statement of comprehensive income

Restated*
auditad
52wk
Change maz
Moaries [3 Am
Rivanis 5 17 218 530 18T IR
Bl of Mérchancdsa 5 1R@ 714 BER
Cnat ol sk 176 (13 P50
Gross prafit 146 51 706
Ciihe Cperat ng insame 5 954 3 B0a
Inarae tewsiun 5 22z EES
Share of praft of egulby accounled resiments 12 207 261
Depreciaton ard amorbisabian 170 ¥ A0E
Emaokeyes benefis 163 17 027
Cradt imparment lssos |26}
CHher cporal g sepensoas 21.5 21y
Trading profit BT 11 816
Exchange rale gans'josses) g4
Proft on kase medicalions ard ipminat ocns ED
Hems of a capfal natura = 1B
Oparating profit 12 844
Irasaet moavwed lam bank accourt B ansas AES
Firanen coain R 978 13 RFS]
Profit before Income tax E a3z
IEamia tax ANperEn 109 12 A7
Profit from continuing operations B4 GEED]
Lz fam decorfinued opasaliors [alirbutabia o oanees of e paneni] 7 19
Profit for the year 28 5§
Other comprehensive [loss)/income, net of income tax 11 847 2 HPE
Hems that wel not oo reclassded to profd or oss
Fa-measuremenis of past-employment medical cenelt ooigaiors 2 2
Hems thal may subsequerty oe ecassdied bo profl or oss
Famign ourmency transiat on d larences from cantinung cperat ons g 2 B4R
Fameign osmency fansiat on dierenoes rom discontinged operations 1] 48
Rolpase of 4o gr curenoy rarsiabon resenwe o0 dspasal of gisconlinasd operabons -
Jasslpeotl on otectre nel imsestmeT hecge, et of Rcoms lax Bz
Todal comprahensiva incoma for the year A8
Profit attribatable to: 580
Cramarg of tng garani 5 BBE
Wr-conin g et 15
Total comprehensive income attributabie to: o (184
Crvamers of tha oament 4 0as
Kon-conira ing infarast 1B
Total comprehensive income attributable to owners of the pareat arises from: EREE] 8 BED
Cortnung operabans & aBT 8 BES
Discontinusd cperatons RS [155]
Farmimge par shara for profit from eontinuing aparations attribrtable to owners of
the parant:
B pamings par snate om contnuing aperabans jcents) ] 100 11614 1 d8B.B
Dduled carmngs per shane from conbrang cpsraions [oems) a 1 11845 13485
Headine eamings o sham Irom oomi ruineg opersbons joonks| a S 11682 1 aB3E
Diuled headine eamings oer sham from canlruing operafions joaris| ] B 1 1684 1 45E.8
Earmimgs per share for profit attribwtable to owners of the parent:
Basic pamings par snare joents| ] a4 10843 10483
Cduled sarmings per shane (canls) ! a6 14078 13416
Headine eamings por sha |oorfes] 2! ar i [ 1 d8E.3
Ciuled headine eamings oer share [oams) ] a8 10889 10484

® Austabid foe tha classifoation of Me Qrose s DAC oeralion 45 S o e opanalios @ aceosancs with FAS 5 Naovt-cumal Aasars Hidd for Sl asd

Dtz aetiouied Creralions and e rokeabeaon of fe Greud's shin o Bt of squly eecuutiad insimen (s, Rafr i sohe 2 end 5 for catia's of i

ALl reognaed far adofl navided Aea e,

Figure 4: Statement of Comprehensive Income for Shoprite Holdings Ltd.
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Figure 5: Statement of Financial Position for Shoprite Holdings Ltd.
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