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Investment Case Overview
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Å Increasing returns from the existing sugar 

asset base

ÅGrowing starch and glucose

ÅLand conversion - substantial value 

realisation

ÅSocio-economic positioning and 

constructive interfaces with governments 

and society

ÅLeadership and strength of management 

team

ÅSound sustainability strategy and track 

record

ÅStrong balance sheet with high-quality 

assets

Agriculture and agri-processing (sugarcane / sugar and 

maize / starch) with medium term renewable energy 

opportunities (electricity generation and ethanol 

production), with a thrust in animal feeds

Portfolio of land for conversion (unique portfolio and    

well-established development platform in KwaZulu-Natal)

Operations located in six countries in sub-Saharan Africa

Largest private sector employer in both Mozambique and 

Zimbabwe

Approximately one million people in South Africa are 

directly impacted by the South African sugar industry -

Tongaat Hulett is the major player north of Durban
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Tons Raw Sugar
2010/11 

Actual

2013/14 

Actual

2014/15

Actual

2015/16

Estimate

2018/19*

South Africa 455 000 634 000 541 000 310 000 - 325 000 715 000

Mozambique 164 000 249 000 271 000 230 000 - 260 000 300 000

Zimbabwe 333 000 488 000 445 000 410 000 - 450 000 540 000

Swaziland RSE 54 000 53 000 57 000 55 000 - 58 000 58 000

Total 1 006 000 1 424 000 1 314 000 1 005 000 - 1 093 000 1 613 000

RSE - Raw Sugar Equivalent * Return to regular growing conditions, the benefit of the intensive agricultural improvement plans

and a slowdown in sugarcane expansion

Tongaat Hulettôs Sugar Production
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Tongaat Hulettôs Sugar Production & Markets  
Overview 

INDUSTRY TONGAAT HULETT

Tons '000 Production Imports
Domestic 

Market

Regional 

Exports
EU Other# Production

Domestic 

Market

Regional 

Exports
EU Other#

2014/15

South Africa 2 108 148 1 707 208 0 341 533 * ^ 494 95 0 

Mozambique 423 78 220 8 245 28 271 91 5 170 5 

Zimbabwe 445 40 303 0 157 25 445 263 0 157 25 

2 976 266 2 230 216 402 394 1 249 848 100 327 30 

Swaziland RSE 57 

1 306 

2018/19

South Africa 715 559 119 0 37 

Mozambique 300 179 63 51 7 

Zimbabwe 540 355 93 80 12 

Total 1 555 1 093 275 131 56 

Swaziland RSE 58 

1 613 

* Tongaat Hulett has procured other producers' sugar to supply its market position and plans to replace this with its own production in future. Consequently, in  

South Africa, Tongaat Hulett's production is less than sales achieved.

^ Production quantity is stated after accounting for the yield loss in refining.

# Includes sales to the premium priced US market.

The options and mix of quantities for

export markets will depend on the

attractiveness of the returns by market

over world market sugar prices, taking

into consideration freight differentials

and other market aspects.

6



Domestic Markets

Å Domestic demand continues to be a key driver of Tongaat

Hulettôsapproach to markets where the progression towards

remunerative prices supportive of sustainable cane growing

are not impacted by the dumped world sugar price.

Å A priority is to ensure that, within the context of national

legislation, sugar imported into domestic markets is kept to a

minimum.

Å Consumption growth in Tongaat Hulettôsdomestic markets

over the current and subsequent three years is expected to

be 2,7% p.a. with higher growth rates in those areas where

per capita consumption is low, as is the case in Mozambique.

Å Growth is expected from sales of specialty sugars in the

industrial and retail sectors.

Å A further driver of demand growth is expected to be usage by

industrial buyers. Tongaat Hulett continues to enhance the

ability of its sugar refineries in Durban and Zimbabwe to

produce high grade white sugar to meet the demand of this

sector. The expansion of sugar refining capacity within the

Mozambican sugar industry is under consideration.

Å The conversation concerning health and obesity may have a

dampening effect on demand in South Africa.
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Supporting Domestic Sugar Markets

Å In the face of dumped world sugar prices, local

sugar industries (farmers and processors)

worldwide struggle to remain viable without

some form of government assistance.

Å Assistance comprises direct payment support as

in the EU and India, indirect payment support as

in Brazil, and supportive internal prices in many

sugar producing countries including US and

Thailand.

Å Support in South Africa, Mozambique and

Zimbabwe is provided by tariff and non-tariff

barriers that allow internal sugar prices to rise to

a level supportive of sustainable rural

communities.

Á In Mozambique new, higher reference prices

were implemented in August.

Á In Zimbabwe an import permit is required for

all imported sugar.

Å In South Africa direct support for farmers is

emerging with recent announcements of drought

support and the provision of grant funding for

cane expansion by small scale farmers.

Indicative cost of importing sugar into Tongaat Hulettôs 

domestic markets at the prevailing levels of import 

protection, based on a world sugar price of US¢14/lb for 

brown sugar and US¢18/lb for white sugar

US$ / Ton 

SACU Mozambique Zimbabwe

White Brown White Brown White Brown

Reference price 566 566 932 806 
10% of CIF + 

$100

World market price 399 309 399 309 399 309 

Inward transport 45 45 45 45 180 180 

Import duty 167 167 488 452 161 153 

Indicative cost of 

importing sugar
611 521 932 806 740 642 

Refer to page 16 for details of the socio-economic impact of sugar 

industries in South Africa, Mozambique and Zimbabwe
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Brand Strength
Leading Sugar Brands in South Africa, Zimbabwe, Botswana and Namibia

Å Speciality sugars, including fructose is growing its

contribution to downstream profitability in South

Africa

Å The Huletts® brand accounts for 46% of all direct

white sugar consumption in South Africa

Å The HulettôsSunsweet® brand is the leading sugar

brand in Zimbabwe

Å Marathon® and Blue Crystal® are the leading sugar

brands in Namibia and Botswana respectively



Regional Deficit Markets
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Å The countries of East and South Eastern Africa that either do not produce

sugar or produce less than domestic demand, require some 1,6 million tons of

imported sugar per annum, which has been supplied by both the regionsô

producers and also by sugar from India, Thailand, Saudi Arabia, Dubai and

Brazil.

Å Prices in these markets trade at a premium to world market prices for sugar

and move in tandem with changes in those prices.

Å Tongaat Hulett has supplied on average over the past number of years

100 000 tons of high grade white sugar per annum into the region,

predominantly to industrial users, and the Tongaat Hulett name is already well

established in the regional sugar markets.

Å In the deficit markets of East and South Eastern Africa per capita annual sugar

consumption is markedly lower (7 kg - 12 kg) than in the SA Customs Union.

Å With theregionsôpopulation growth expected to be in the region of 2% - 3% per

annum this is the minimum level of demand growth that should be seen over

the coming years. Expectations of greater demand growth will depend on

economic growth rates.

Å Tongaat HulettôsMafambisse and Xinavane sugar mills and the Huletts refinery

in Durban are close to ports providing efficient access to regional markets.

Å Zimbabwe is well located for supplying regional deficit markets, benefiting from

being a member of the COMESA trade bloc.

Å Most deficit markets of East and South Eastern Africa aspire to establish their

own sugar industries or expand the current level of sugar production over time.

Typically the journey to establish new cane growing areas and invest in the

associated milling capacity and other infrastructure takes in excess of 5 years.

TongaatHulettôs positioning in Regional Deficit 

Markets

Trade Bloc 

Benefits

Favourable 

Location

Angola None SA / Moz

Burundi Zim SA / Moz / Zim

DRC (South / East) Zim Zim

Kenya Zim SA / Moz / Zim

Madagascar SA / Moz / Zim Moz / SA

Rwanda Zim SA / Moz / Zim

Tanzania None SA / Moz

Uganda Zim SA / Zim



Update on Tongaat Hulettôs Approach to the EU Sugar Market

Å Over the past five years Tongaat Hulett has supplied some
300 000 tons of raw sugar to refiners and beet processors in the EU,
benefitting over the period from the significant premiums over the
world market price that were obtainable in the EU.

Å Prices in the EU have come under pressure over the past two and a
half years from the decline in the world market price for sugar over
the past four years as well as from the reform of the EU agricultural
sector announced in 2013, which will become fully effective as from
October 2017. For Tongaat Hulett there has been a drop of some 15
US c/lb over the past two and half years.

Å Going forward, prices in the EU are forecast to become more directly
linked to the world market price for sugar, trading at a differential to
that price based upon the internal EU supply and demand dynamics,
where premiums could evolve to levels comparable to those
achievable in the regional African deficit markets.

Å Notably the EU has not sought to dismantle the significant duties on
imported sugar and has retained the duty-free access rights for
many countries including Mozambique and Zimbabwe.

Å Tongaat Hulett has been progressively adjusting its exposure to the
changes in the EU market by increasing its focus on domestic sugar
markets thereby reducing the volumes destined for the EU. The
change will be amplified in the coming period

Å Tongaat Hulett has recently commenced delivering high value,
special brown sugar to EU buyers from itôstwo Mozambican sugar
mills. Those products are expected to grow to comprise a meaningful
proportion of TongaatHulettôsdeliveries of sugar to the EU in future.
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Volatile World Sugar Price

Å Consumption growth of 1,5% to 2,5% per

annum continues indicating that global

consumption is growing by some 3 - 4,5

million tons per annum.

Å Global stocks remain high.

Å Consensus of commentatorsôviews points

to a deficit in the year to September 2016

of 2,5 - 5,0 million tons.

Å Prices have been increasing of late in

response to the short-term supply outlook.

Ongoing support measures and exchange

rate movements, amongst others, will

continue to impact on price sentiment and

production decisions.

Å The net speculative position in prompt raw

sugar futures stood at a long position of

6,6 million tons sugar in April 2014,

changed to a net short position of the same

quantity by April 2015, and currently stands

at a net long position of almost 8 million

tons.
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Reducing the Cost of Sugar Production

Å Detailed assessment of cost by country will be presented with the year-end financial results

Å The sustainable cost reductions achieved over the past two years, while having to absorb input price

increases, provided a good base for the next steps in the concerted cost reduction process in the sugar

operations

Å Over the past two years effective cost reduction of R950 million in real terms achieved

Å Focus on further reductions from the R5,2 billion cost base going forward
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Animal Feeds

ÅMolasses and fibre based animal feeds prospects are good over the next 2 / 3 years

ÅAnimals feeds revenue from Tongaat Hulettôs Voermol, Zimbabwe and Starch operations     

> R1,3 billion per annum

ÅTongaat Hulett views its animal feeds prospects from a regional perspective

ÅVoermol is the leading molasses-based livestock animal feeds brand in South Africa
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Electricity and Ethanol

Electricity

Å First round Request for Bid (RFB) for Co-Generation (June 2015) designed for low tariff small, quick 

implementation projects - not suitable for Tongaat Hulett

Å RFB for large scale Co-Generation projects promised for 2016

Objective: - Create value for fibre components of sugarcane

- Improved sustainability of cane growing

- Fill mills with new cane development and rural job creation

Ethanol

Å Cabinet request for additional economic evaluation on Biofuels

Å Policy paper to be re-submitted to cabinet (2016)

Objective: - Expand current portfolio to include ethanol

- Reduce exports and exposure to volatile world market sugar price

- Improve capacity utilisation through longer season

- Priority to established industry

- Further cane developments and rural job creation
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Socio-economic Impact of the South African, Mozambiquan and 

Zimbabwean Sugar Industries

Zimbabwe

Å Employs more than 24 000 people during the peak milling season - > 149 000 indirect beneficiaries

Å Supporting the development of 813 indigenous growers - > 1 million tons sugarcane produced 

KZN based growers
Current (Based on 

2013/14)

Potential

Communal and Small-scale growers 

Registered 19 627 +- 70 000

Revenue R590 million +- R2 billion

Employed (direct plus indirect) and their dependants 860 000 1 105 000

Land reform growers +- R570 million ?

Mozambique

Å Employs more than 30 000 people during the peak milling season - > 150 000 indirect beneficiaries

Å Total wages and salaries paid by the sugar industry - currently some $65 million per annum

Å Supporting the development of small-scale indigenous growers - 22 associations of producers 
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Growing Starch and Glucose
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Background on Starch and Glucose

Å Largest maize wet-miller in Africa

ÅUse > 630 000 tons maize per annum

Å Significant market sectors manufacturing complementary 

and substitute products from either maize or sugarcane

Å Various market segments 

ÅFermentation (alcoholic beverages)

ÅSpray drying (coffee and coffee creamers)

ÅBinder, adhesives (corrugating and paper lamination)

ÅThickener (food applications)

ÅSweeteners (canning and confectionary)

ÅSizing agent (paper industry and textiles)
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Starch and Glucose
Performance Drivers

Improving capacity utilisation and market mix

Å Additional capacity to become available for Coffee Creamer sector

Å R135 million expansion project currently in commissioning phase

Å Immediate replacement of imported volumes under long-term contracts

Å Annualised import volumes amounting to a minimum of 10 000 tons 

Å Releasing capacity to recapture market share in the trader, distributors 

and confectionary sectors currently being supplied by imports

Å Modified starches

Å Investments to increase drying capacity underway and expected to be 

commissioned in first quarter of 2016

Continued improvements in operating efficiencies

Å Investments in plant and asset care programmes and technical training

ÅSignificant improvements in operational efficiency - R5 million improvement in 

operating costs in first half of 2015/16

Å Investment in new boilers at Meyerton commissioned in September 2015. A 

lack of steam in the first half of 2015 negatively impacted first half sales and 

production
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Starch and Glucose
Performance Drivers

Maize dynamics (2014/15 ïmaize season)

Å Carry out crop from 2014/15 reduced impact of the lower 2015/16 crop of 

9,94 million tons (2014/15: 14,25 million tons)

Å 85% of remaining maize requirements priced for 2015/16 

Å Margins slightly below equivalent prior year period

Å Co-product benefit offsetting some of high price impact

Maize dynamics (2015/16 ïmaize season)

Å Lack of rain and forecasts for a strong El Nino event in South Africa 

Å Rain required to facilitate planting - which can continue in some areas into 

early January

Å Proportion of SA maize crop under irrigation more than doubled since 2001 

to 240 000 hectares. Typical yields of 10 tons per hectare

Å Margins earned on approx. 55% of 2016/17 sales volumes will be influenced 

by the extent to which local maize prices trade closer to import parity


