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The crisis year 2009 marked Varteks Group's business



Varaždin, June 21 2010. - In 2009, Varteks Group operated with a loss of HRK 84.7 million, while a loss of HRK 47.9 million had been realized in 2008.   

The group operated in crisis conditions in 2009, a crisis which began back in the second half of 2008. Problems in the financing of business subjects and households appeared on all markets. Consumers became more cautious with incurring more debt, which led to a drastic drop in the sales of all durable and semi-durable goods, including clothing sales, which were amongst the first to be affected. 

The strain on the Croatian market increased even more with the introduction of the crisis tax and the increase in the VAT rate during the year.   

With such negative conditions around it, the Group had negative results, primarily on the basis of a drop in revenues considering market developments and one-time restructuring costs, and in addition to this on the basis of the value harmonization of current assets worth HRK 16.8 million. 

The drop in spending largely affected the drop in revenues in relation to 2008. In 2009 the Group realized total revenues of HRK 428.6 million, which is 9.1 percent less than the revenues realized in 2008.  

In the first half of 2009, Varteks Group realized a drop in revenues of 6.7 percent in comparison to the same time period in 2008, while a revenue drop of 11.1 percent was realized in the second half of the year. In that time period the crisis was already in full swing, while the introduction of the crisis tax and the increase in the VAT rate additionally affected the drop in spending.

All of this led to additional consumer caution and fear towards spending, which shows that the drop in spending was partially related to a real drop in household earnings, and that it is also the result of the psychological situation on markets. 

In retail, total revenues of HRK 161.6 million were realized, which constitutes 37.7 percent of the Group’s total revenues. 

The Group closed a total of 13 sales points in 2008 within the framework of its restructuring and the adaptation of the retail network, it opened 11 new sales points, while the content and assortment were changed at a large number of sales points. 

In exports, a total of HRK 153.1 million was realized, which constitutes 35.7% of the Group’s total revenues. 

Through a cost analysis it becomes evident that a significant drop was marked in payroll costs, which were cut by HRK 14.9 million excluding severance pays, i.e. 9.3 percent, while the full effects of the restructuring will become visible in 2010.

In 2009, more difficult business conditions and a drop in revenues from product and goods sales led to difficulties in the regular settlement of Group liabilities. With the aim to increase liquidity, and to restructure the overall debt and credit obligations, the company’s own resources were activated through the sale of assets. 

Varteks Group expects a recovery after the crisis year 2009, but mainly in the second half of the year, and thus also more favorable business conditions on most export markets, and also on the domestic market in 2011. A quicker recovery can be expected if the tax burden on the economy is eased and if interest rates on the capital market are cut. 

In 2010 the Group will continue restructuring its business. Changes in the retail and design efficiency segments through an increase in the turnover per m² and employee will continue, and through the closing of unprofitable sales units and the opening of new sales points in accordance with the new needs of markets on which the company does business. On the basis of this, the further expansion of the sales network in countries in the region is planned. 

The consolidation of the raw materials and production materials procurement is expected in 2010, the procurement and shipment of products and trade goods, and in accordance with this, the stabilization of offer and supply on the market.
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