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OUR PERFORMANCE DEMONSTRATES 
NBL’S RESILIENCE AND ABILITY TO 

ADAPT TO CHANGES WITHIN  
OUR OPERATING ENVIRONMENT. 
WITHOUT THIS, NBL WOULD HAVE 

DELIVERED A VERY DIFFERENT  
RESULT IN 2017.
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PURPOSE-DRIVEN

PERFORMANCE

MANAGING DIRECTOR’S REPORT

Export beer volumes (excluding South Africa) 
increased by 2%. 

NBL differentiates its export markets as either 
focus or trading markets. Focus markets include 
Tanzania, Zambia and Botswana as these countries 
demonstrate high growth potential and are flagged 
for in-market presence and investment. 

Tanzania remains our biggest export market, with 
volumes increasing year-on-year for the fourth 
consecutive year. 

Previously, we traded in Kenya through our joint 
venture with leading drinks company, Diageo. 
However, we have repositioned ourselves in 
this market to trade as NBL. We see Kenya as a 
significant growth opportunity moving forward. 
Beyond Kenya, we recognise the potential in  
East Africa as an emerging export stronghold  
and we are making solid progress in capitalising  
on this opportunity. 

Trading markets include, among others, the 
United Kingdom, Germany and Australia. In these 
countries, demand for NBL’s products is driven 
by expat communities and increasing tourism to 
Namibia. Volumes in trading markets remained flat 
but we continue to focus our efforts on driving 
growth as part of our export strategy. This includes, 
for example, expanding our reach to the United States 
to tap into the growing prominence of craft globally. 

Overview

NBL delivered another solid financial 
performance in 2017 with operating profit and 
revenue growing by 13% and 12%, respectively. 
We achieved these results despite a particularly 
challenging year, which was characterised by 
severe drought, unpredictable exchange rates 
and rapidly shifting consumer tastes. 

Our performance demonstrates NBL’s resilience  
and ability to adapt to changes within our operating 
environment. It is also the direct result of our 
employees taking ownership of challenges and 
instead creating opportunities to bring our purpose 
to life. Without this, NBL would have delivered  
a very different result in 2017. 

This breakthrough culture is something that we 
want to continue strengthening in the years to 
come. Macroeconomic challenges have created 
unforeseen crises in business, forcing NBL to do 
things differently. Instead of reacting in a time of 
crisis, we want to make our breakthrough culture  
a part of how we do things on a daily basis. 

Performance summary 
The quality of our relationship with Heineken South 
Africa contributed to our performance. While 
Namibian beer volumes shrunk by 3%, this decline 
was off-set by a 46% increase in volumes sold to 
Heineken South Africa. NBL therefore achieved  
an overall volume growth of 8%.
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Hendrik van der Westhuizen
Managing Director

During the year, we took the decision to exit China 
as we do not presently see this is a feasible market 
due to the fiercely competitive environment. 

REVENUE

N$2.71 BILLION

 11.7%

OPERATING PROFIT FOR THE PERIOD

N$611 MILLION

 13.0%

NAMIBIAN BEER VOLUMES

61.0%

  3.3%

BASIC EARNINGS PER ORDINARY SHARE

154.2%

 14.5%

HEADLINE EARNINGS PER ORDINARY SHARE

229.6 CENTS

 23.6%

SOUTH AFRICAN PRODUCTION VOLUMES

28.3%

 46.4%

Looking forward, the primary focus within our export 
markets will be to identify opportunities where we 
can invest and gain competitive sales traction. 
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Financial results 

Consolidated statements of comprehensive income

30 June
2017

N$’000s

30 June
2016

N$’000s

Turnover 2 708 978 2 425 885

Operating expenses (2 097 965) (1 885 211)
Operating profit 611 013 540 674
Finance costs (50 923) (39 412)
Finance income 18 304 18 315
Equity loss from joint venture – (38 917)

Equity (loss)/profit from associate (155 717) 27 453
Profit before income tax 422 677 508 113

Income tax expense (104 249) (135 643)

Profit attributable to ordinary shareholders 318 428 372 470

Consolidated statements of financial position

Property, plant and equipment 988 241 983 365
Investment in associate 438 265 610 526
Other non-current assets 41 888 25 530
Non-current assets held for sale 10 005 –
Current assets 1 016 774 850 796

Total assets 2 495 173 2 470 217
Issued capital 1 024 1 024
Non-distributable reserves 160 249

Retained income 1 405 101 1 256 521
Ordinary shareholders’ equity 1 406 285 1 257 794
Interest-bearing loans and borrowings (non-current) 384 379 479 739
Other non-current liabilities 217 011 212 949

Current liabilities 487 498 519 735

Total equity and liabilities 2 495 173 2 470 217

MANAGING DIRECTOR’S REPORT (CONTINUED)

Most of NBL’s machinery and related repairs and maintenance agreements  

are imported and subject to the prevailing exchange rate volatility. We are therefore 

focused on developing our technical expertise in-house to enable us to manage  

as much internal line maintenance as possible.
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Turnover increased by 12% to N$2 709 million (2016: 
N$2 426 million) predominantly due to the growth in 
volumes sold to South Africa. 

NBL’s operating profit (before equity losses) 
increased by 13%. Operating expenses increased in 
line with turnover growth, at 11%.

Most of NBL’s machinery and related repairs and 
maintenance agreements are imported and subject 
to the prevailing exchange rate volatility. We are 
therefore focused on developing our technical 
expertise in-house to enable us to manage as much 
internal line maintenance as possible. 

One of NBL’s biggest cost element is malt, which is 
imported from Europe. 

In 2017, NBL sourced 41% (2016: 38%) of its 
commodities locally. This exceeds NBL’s 2019 target 
of 30%. 

Profit attributable to shareholders of N$318 million 
was delivered – a decrease of 14.5% on the prior year. 
This decrease is mainly attributable to the increase 
in equity accounted losses from NBL’s associate, 
Heineken South Africa, as a result of increased 
shareholding. The equity losses were further 
increased with the loss incurred by Heineken  
South Africa resulting from the restructuring  
of the South African operations.

A total of N$94.0 million (2016: N$88.6 million) was 
earned in royalties from Heineken South Africa. 

NBL’s net debt to equity ratio decreased to 10% 
(2016: 26%) as a result of capital repayments of the 
medium-term loan, as well as an increase of cash 
and cash equivalents at year end. 

Net cash flows from operating activities increased 
to N$397 million (2016: N$357 million) mainly driven 
by the strong South African beer performance. Net 
cash outflow from investing activities decreased 
mainly due to a decrease in capital expenditure in 
the current year and the acquisition of the associate 
in 2016. Net cash flow from financing activities 
decreased to an outflow of N$100 million (2016: 
N$347 million) due to the medium-term financing 
taken out in 2016. 

Read more about our financial risks in the 
annual financial statements from page 128.

Marketing and brand performance
Our marketing strategy has two pillars:

zz Growing our share of beverages

zz Delivering growth through scalable innovation 

Our strategic focus area, Amazing Experiences, 
Enduring Impact, remains at the heart of our 
marketing strategy. Integral to this is crafting a 
balanced portfolio that is characterised by sustainable 
and differentiated brands that meet the diverse, 
emerging and evolving needs of our consumers. 

This includes reacting more quickly to global 
beverage trends, which are reaching Namibian 
consumers with increasing frequency. In response, 
we must re-strategise and think differently, with 
flexibility and speed of execution as critical drivers 
of our success. 

As such, we reviewed our brand strategy during the 
year to focus on providing consumers with a greater 
variety of choice. For example, in line with worldwide 
health trends, we launched Tafel Lite as a lower-
calorie alternative to Tafel Lager. Tafel Lite has 27% 
less carbohydrates than its mother brand. Our new 
soft drink, Code, offers an additional non-alcoholic 
alternative to consumers who are loyal to the Group 
product portfolio. Innovation in the non-alcoholic 
category is specifically aimed at supporting the 
Group’s commitment to responsible consumption.

In February 2017, we announced Tafel Lager as  
the official sponsor of South Africa’s Griquas  
Rugby Union team. We have seen exceptional 
growth of this brand in South Africa and identified 
this sponsorship as an opportunity to further 
strengthen its visibility and awareness among  
South African consumers. 

King Lager continues to play a strategic role in 
our portfolio. The home-grown beer has not yet 
met target and we invested in various marketing 
strategies during the year to grow volumes. This 
in turn supports the local barley industry, with the 
ultimate goal of creating sustainable employment  
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in Namibia. King Lager therefore remains a purpose-
driven initiative for NBL and, despite challenges,  
we are committed to its long-term success. 

Read more about our investment in Namibia’s 
local barley industry from page 34. 

Globally, the premiumisation trend continues, 
with premium and super premium beer segments 
delivering growth ahead of mainstream beer 
categories. This includes speciality and craft beers 
as drivers of choice. 

During the year, we worked with Stellenbrau 
and Soweto Gold on product pack renovations 
and format extensions that are more aligned to 
consumer needs. Our own craft brand, Camelthorn, 
was renovated and relaunched in Namibia and 
South Africa in July 2017. 

Read more about innovation within our 
product portfolio from page 43. 

NBL’s consumer segmentation model was refined 
in 2017 to ensure that our marketing and sales 
initiatives create inspiring, consumer-focused brand 
experiences. We increased the frequency of our 
consumer satisfaction surveys from biannually to 
per trimester. This keeps us close to our consumers 
and their changing consumption patterns and brand 
choices. It furthermore provides us with greater 
agility to refine campaigns and to innovate to meet 
emerging needs.

To promote responsible consumption, we continue 
to consider every product launch, promotion  
and campaign against the requirements of The  
Self-Regulating Alcohol Industry Forum’s (SAIF) 
Code of Conduct as well as our own Marketing Code  
of Conduct.

Read more about our responsible drinking 
initiatives on page 46.

Strategic risks and opportunities
NBL’s strategic risks currently include:

zz Ongoing foreign currency and exchange rate 
fluctuations – to mitigate potential negative 
impact on import and export opportunities, 
we continue to explore markets that provide 
exchange hedging and reduce operating 
expenses. Developing local supply remains  
a priority.

zz Continuing water restrictions might impact on 
future production growth – we have developed 
water supply scenarios for NBL and continue to 
engage with local and national authorities to  
find a sustainable solution to ongoing regional 
water shortages. 

zz Loss of beverage market share due to changing 
brand loyalty and consumer trends – we track 
market and consumer insights to develop 
proactive responses in combination with an 
ongoing focus on improving business efficiency 
through innovation. 

zz Missed business opportunities due to long lead 
times – we continue to build our breakthrough 
culture from the top, with ongoing discussions 
within the Senior Leadership Team to ensure  
that our actions are purpose driven and  
aligned with our strategy. 

zz A limited skills pool in Namibia, with demand 
exceeding supply – to ensure that we attract 
and retain the right skills, we invest in employee 
learnership and leadership development 
programmes so that our people are adequately 
trained and can take ownership of internal 
business processes. 

zz Political and social instability in the region 
negatively affecting investor confidence –  
we engage with Government and investors  
to ensure that there is a solid understanding  
of our strategy and growth opportunities.

MANAGING DIRECTOR’S REPORT (CONTINUED)
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As the fastest-growing beer market globally,  
Africa is increasingly attracting regional and 
international competitors. The subsequent entry 
of international beer brands at low price points 
could dilute the value in the market, particularly as 
consumers want choice and are becoming less loyal 
to specific brands. 

While we are aware of the increase in the 
competitiveness of the landscape, we are confident 
in our own strategies, innovation capabilities and 
breakthrough thinking, all of which have helped us 
compete successfully against formidable players in 
the beer market in the past. 

We are incredibly proud of the fact that we are the 
biggest independent African brewer and we believe 
that consumers will continue to connect with this 
unique value proposition, which is supported by  
a purpose-driven ethos and quality credentials.

Improved efficiency achieved
We implemented the SAP extended warehouse 
management (EWM) system across all of our 
Windhoek-based operations. This will increase 
transparency along our supply chain by providing 
oversight of all warehouse processes and  
material flows. 

As an organisation with extensive throughput 
volumes and ever-growing complexity, this 
investment enables NBL to optimise stock levels  
and resource utilisation. It further equips 
management with real-time information for efficient 
decision-making that maximises customer service 
and fulfils customer demand at the lowest total cost.

Ongoing product and packaging launches continue 
to increase the number of stock keeping units to 
be managed. To expand capacity, we increased 
available floor space by implementing racking 
systems at all NBL depots during the year. 

Environmental impact reduced 

We continue to invest heavily in securing NBL’s water 
supply. We drilled three additional boreholes during 
the year, bringing our total to five on-site boreholes. 
Borehole water extracted for 2017 was 26.92% of  
our total water usage against a target of 25%. In 
packaging, we successfully installed a pre-rinse filter 
system prior to crate washing. Previously, this water 
was wasted due to high levels of pollution; however, 
we can now reclaim 95% of water in circulation. 

We installed a solar irradiance sensor that records 
the actual output of the plant. We can compare 
this to its theoretical output to determine its 
performance ratio. Since the implementation of this 
system in December 2016, the performance ratio of 
NBL’s rooftop plant improved from 70% to 82%  
in June 2017. 

NBL’s biomass boiler was installed in the 
previous financial year. It has continued to offer 
environmental benefits, with 52% of our heat 
demands currently being met. 

The following table reflects NBL’s environmental 
performance indicators against benchmarks 
according to financial years:

Environmental parameters 2014 2015 2016 2017 Benchmark

Water consumption (hl* per hl  
of product) 4.9 4.8 4.4 4.3

5.0 (industry 
average)

Total electricity consumption 
(kWh** per hl of product) 9.0 9.2 9.5 9.7 N/A^

Thermal energy consumption 
(MJ*** per hl of product) 65.2 64.0 70.2 61.9

77.0 (global 
standard)

*  hl = hectolitre (equal to 100 litres)
**  kWh = one kilowatt hour (equal to 3.6 mega joules)
***  MJ = one mega joule (equal to one million joules)
^ No comparable data available due to difference in technology, seasonality and volume throughput 
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Future capital investment and  
water scenarios 
Rather than invest in a new packaging line, NBL 
enhanced its existing packaging line to increase 
capacity. We obtained permission from the City of 
Windhoek for an adequate supply of water to meet 
our production demands for the next three to five 
years. However, due to ongoing water shortages in 
the city, NBL will not be able to extend beyond its 
current capacity at its Windhoek-based production 
site. As such, we are examining alternative solutions 
to ensure the long-term sustainability of the 
business. This includes, for example, investigating 
the feasibility of setting up brewing capability in 
areas of reduced water risk. Water shortages in 
South Africa could further impact production  
at Sedibeng (as well as hinder volume migration 
from Namibia). 

Outlook 
The challenges in our operating environment 
highlight the importance of continually diversifying 
our business, product and brand portfolio, and 
strategy in order to stay ahead of the variables we 
have experienced in the past year. This includes 
an ongoing focus on identifying cost-reduction 
opportunities across the business. 

We are excited by the significant success of 
Heineken South Africa in the past year. We will 
continue to maximise scale efficiencies and 
capabilities across the two businesses in order to 
optimise our supply footprint in southern Africa,  
as well as possible synergies in the export market. 

For exports, we continue to optimise our route  
to market, with sea freight and alternative ports  
as key options. 

In the past two years, there has been a high level of 
investment in NBL’s operations, as well as its brands 
and marketing. Looking ahead, this is expected 
to stabilise as we focus instead on demonstrating 
return on investment and the benefits on 
performance. 

We will continue to leverage our portfolio of 
premium beers, capitalise on new opportunities in 
the growing craft beer segment, and respond to 
consumers’ ever-changing needs. 

MANAGING DIRECTOR’S REPORT (CONTINUED)

We remain committed to our purpose and to taking our breakthrough  

culture to a new level. This will ensure that NBL maintains its trajectory  

towards growth and prosperity and achieving Vision 2019.
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