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The recession continues to impede business

Varteks Group business results for Q1 2010

Varaždin, June 29 2010. – In the first three months of this year, Varteks Group operated with a loss of HRK 17.2 million, while a loss of HRK 7.2 million had been realized in the same time period last year. The business results indicate a continuation of negative trends, particularly in Croatia’s economy, but also on markets in the region, as well as further negative vacillations on markets in the European Union. 

The negative business results are the result of a drop in general spending, reduced revenues and increased insolvency, which were also caused, apart from the crisis, by the introduction of the crisis tax and the increase in VAT in Croatia in 2009. 

In the first three months of this year, the Group realized total revenues of HRK 79.9 million, which constitutes a drop of 20.1% in relation to the revenues realized in the same time period last year, while total expenditures amounted to HRK 97 million. 

Considering the problems evident in economies throughout the region and on markets in the European Union, certain risks still exist on the bases of reduced personal spending which affects revenues, risks of higher expenditures on the bases of growing energy prices, and risks on the bases of business activity financing and liquidity in general. 

The Group continues to direct all of its activities towards business and liquidity stabilization, and in accordance with the planned increase in existing agreements, towards gradual growth in revenues in the second half of the year in accordance with the market conditions in which it does business. The reorganization of the Group’s business will continue in 2010 both through the implementation of crisis measures and the implementation of the Integral Business and Finance Restructuring Plan. The plan includes the closing of unprofitable segments, further cuts in most operating costs, the creation of prerequisites to stop revenues from dropping in the second half of the year through the reorganization of the retail segment and the assortment offered on the domestic market, as well as development activities on markets in countries in the region. 

Apart from all of the above, the Group will also work on a strategy for brands based on the development and strengthening of its own brands, but also the selection and standardization of commercial brands in its sales portfolio. 

Apart from above-mentioned programs, the Group’s development projects also include the strengthening of the B2B program which focuses on corporate agreements, but also the development of its assortment of specialized clothing items for the needs of public procurement, as well as export projects that have been dynamically extended to the second half of the year.  

Problems in the realization of business revenues are expected for the second quarter as well, while gradual stabilization is expected from the third quarter onwards. Apart from this, the aim is to keep operating costs under control and to reduce them in accordance with the continued implementation of crisis measures, to eliminate those segments of the Group that cause losses, to stabilize the Group’s liquidity position, to consolidate the overall business through above-mentioned elements in 2010 and to prepare it for development in the upcoming time period.
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