
 
Łódź, 23 April 2018 

 

To the Shareholders of Redan S.A.  

 

 

 

Dear Shareholders, 

 

On behalf of the Management Board of Redan S.A. I present Redan’s 2017 Annual Report. 

 

The main assets of Redan S.A. are shares in its subsidiaries: TXM S.A. (56.5% interest) operating in the 

discount segment, and Top Secret Sp. z o.o. (100% interest), which manages the Group's operations 

in the fashion segment. As a result, the results of Redan or the changes at the Company cannot be 

reviewed in isolation from the context of the entire Group.  

 

The Redan Group’s business is based on two pillars – the fashion segment (Top Secret, Troll and 

Drywash brands) and the discount segment, which includes the TXM store network.  

 

Looking back at 2017 I have opposing thoughts. On the one hand, I am pleased, as our performance 

clearly shows that our effort to restore the profitability of the fashion segment has brought tangible 

results. For the first time in many years we have generated a gross profit, amounting to PLN 4.8m, 

marking an improvement compared with the previous year by PLN 10.5m. This was yet another year 

of a considerable improvement in Top Secret’s results. On the other hand, performance in the 

discount segment collapsed – we suffered a gross loss of PLN 29.4m, while a year before the segment 

contributed a profit of PLN 16.9m. Such a major setback by TXM could not have been offset by Top 

Secret's improved performance. In effect, in 2017 the Redan Group posted a gross loss of PLN 25.7m. 

After finance costs and tax, this means a net loss of PLN 36.9m, of which PLN 21.2m was attributable 

to owners of Redan. 

 

In the discount segment, we identified two primary causes of the loss. The first is the failure to adjust 

the product mix to new, larger stores opened in 2016 and 2017. The growth of retail space in Poland 

and Romania was not used effectively, both at the stage of developing the offer and at the stage of 

stock management at stores. These larger outlets sold significantly less per square metre than small 

stores. The second cause was the unsuccessful implementation of the ERP system. As a result, in the 

first half of 2017 we suffered a dramatic disturbance in the area of inventory and sales management. 

In the eyes of our customers, both of these events adversely affected the attractiveness of TXM 

stores as a shopping venue.  

The Management Board of TXM S.A., whose composition was changed in September 2017, 

developed a recovery plan, whose key objective is to boost sales. The plan is focused on the ongoing 

process of offer remodelling to adjust it to best meet the needs of customers from the newly defined 

target group. We also need to change the way merchandise is displayed at stores, whose design will 

evolve to become a comfortable and modern place to make shopping at attractive prices. Marketing 



 
communication has also been undergoing changes so that customers in the target group notice 

TXM’s transformation as soon as possible. If we also consider: (i) favourable market conditions – the 

discount segment is the fastest growing part of the clothing market, (ii) higher sales margin, resulting 

from a rapid growth of the share of direct purchases of imported goods, and (iii) an ambitious cost 

reduction programme, I expect that the discount segment’s performance will improve significantly as 

soon as in 2018. 

 

In the fashion segment, as I expected a year ago, we significantly exceeded the break-even point. 

This confirms that the strategy revision made two years ago, which assumes greater focus on 

increasing the sales margin and cost optimisation, has brought the expected results.  

Our success is underpinned by conceptual changes in the collection and better matching of products 

with the time of sale. As a result, we managed to reduce markdowns. Our performance is more a 

consequence of changes in our internal processes related to designing collections and sales 

management, rather than a result of non-recurring or external developments. The most significant 

changes concerned Top Secret stores in Poland (representing 70% of sales). In 2017, we recorded an 

increase in sales margin by 5pp and 2% higher like-for-like sales. This contributed to a growth in 

profitability of this distribution channel by 5 pp year on year. The related indicators support – after 

three years of retail space stabilisation measures – a return to retail space expansion by 

approximately 30% in 2018–2020. If head office costs are maintained, this will result in a continued 

rise in the profit generated in the fashion segment. 

Based on the prospects for the fashion business, for accounting purposes we performed a valuation 

of shares in Top Secret Sp. z o.o. Using the DCF method, their value was estimated at PLN 58m. As a 

result, in the separate financial statements of Redan S.A. the impairment loss on Top Secret shares of 

PLN 10.3m was reversed, with the reversal charged to finance income. Looking at the current prices 

of Redan shares on the WSE, I must say that this value has not yet been reflected in the stock price. 

An important task for the Management Board this year will be to restore investor confidence in the 

fashion segment, which should have a very positive impact on the price of Redan shares. 

 

I would like to thank our business partners and employees for their contribution to our results, and 

customers for their interest in our brands and their offer. I also thank investors for their trust. 

Concurrently, I would like to assure you that each day we make our best effort to ensure that the 

Redan Group achieves the best financial results. 

 

Yours faithfully, 

 

 

Bogusz Kruszyński  

President of the Management Board of Redan S.A. 


