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Research Update:

South African Transportation Firm Super Group
Assigned 'zaA' South Africa National Scale Rating

Overview

e W assess South Africa-based transportation firm Super Group Ltd. as
having a "fair" business risk profile and an "internedi ate" financial
risk profile.

* Super Goup benefits fromstrong growh opportunities in the South
African logistics services market and resilient operating margins. At the
same tinme, Super G oup has weak geographic diversification, being largely
dependent on South Africa for revenue and profit generation

e W are assigning our 'zaA long-term South Africa national scale rating
to Super G oup.

Rating Action

On Aug. 20, 2013, Standard and Poor's Rating Services assigned its 'zaA
| ong-term South Africa national scale credit rating to South Africa-based
transportation firm Super G oup Ltd.

Rationale

The rating on Super Group reflects our assessnent of the group's "fair"
busi ness risk profile and "internediate" financial risk profile, as our
criteria define these terns.

Super Group's "fair" business risk profile reflects the group's exposure to
the logistics services markets, which we view as highly cyclical, fragnented,
and conpetitive. Despite sone consolidation, |ogistics services narkets in
South Africa remain characterized by a | arge nunber of small to mdsize
conpani es and several gl obal conpanies with greater financial resources than
Super Group. Barriers to entry in this market arise fromthe need for both an
ext ensi ve network and information technol ogy solutions, and the conplexity of
servi ces provided. Neverthel ess, custoners can switch contracts relatively
easily. Bidding for contracts is therefore conpetitive, which can hurt

| ogi stics services providers' prices and margins, in our view

These constraints are partly nmitigated by the relatively strong underlying
growm h fundanental s of the |ogistics services industry in South Africa, driven
by gl obalization and the trend for governnents and corporates to outsource
their logistics and fleet managenent needs. |n our opinion, Super Goup's
supply chain business is still relatively snall, but has the potential to
expand further into new end markets.
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We see Super Goup's relative |ack of geographic diversity as a weakness
conpared to | arger, global players. Super G oup generated about 14% of
revenues outside South Africa in 2012, which only slightly mtigates hone

mar ket cyclicality. Neverthel ess, we consider that Super Goup's service mx
provi des sone degree of diversification. In 2012, the fleet solutions business
gener at ed about 58% of Super Group's operating profit, the supply chain

di vi si on about 32% and the deal ership division about 10% In our opinion,
Super Group has denonstrated resilient operating margins in tough market
conditions, which is a key supporting factor for its business risk profile.
Super Group's average EBI TDA nmargi n over the past three years has been about
15% which conpares favorably with its rated peers in the transportation

i ndustry. W believe that this is in part due to Super Goup's ability to pass
on inflation to its custoners.

We consider that country risk is one of the principal constraints on Super
Group's business risk profile. At present, the group prinmarily operates in
South Africa (foreign currency rating: BBB/ Negative/ A-2) where we consider
that a weak business and investnment climte may drag on econonic growth, while
soci al pressures coul d have negative inplications for the country's
mediumtermpolitical, econonic, and fiscal |andscape.

Super Group's "internediate" financial risk profile reflects our estimte that
the group's Standard & Poor's-adjusted debt to EBITDA will be about 1.9x in
2013, before gradually declining over the next couple of years. This ratio is
based on our estimation of adjusted debt of about South African rand (ZAR) 2.9
billion at year-end June 30, 2013. W add to Super G oup's bal ance sheet debt
the present value of operating |l ease comitnents of about ZAR680 million. W
anticipate that funds fromoperations (FFO to fully adjusted debt will be
about 40%in 2013, a level we consider conmensurate with the 'zaA'" rating. Qur
anal ysis does not take into account any aggressive sharehol der distributions.

Under our base-case operating scenario, we anticipate about 14% revenue growth
in 2013, mainly attributable to recent acquisitions boosting revenues in the
group's supply chain division. Super Group is currently in the latter stages
of a turnaround strategy following its restructuring in 2009, and we believe
that acquisitions will forman integral part of the group's expansion over the
next couple of years. W forecast that Super Group's adjusted EBI TDA margin
will remain resilient, at about 13% 14%in 2013, and that the group wll
remain free operating cash flow positive over the next couple of years.

We could raise the rating on Super Goup if its revenues and profitability
grow significantly, thanks to potential acquisitions and/or new contract w ns.
We consider adjusted FFO to debt of nore than 45% on a sustainable basis, to
be commensurate with a 'zaA+' rating, all other things being equal.

We could lower the rating if Super Group's liquidity position deteriorates
significantly as a result of weaker operating performance and/or cash flow
generation than we anticipate, sizable debt-funded acquisitions, or aggressive
sharehol der distributions. W consider adjusted FFO to debt of |ess than 35%
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on a sustainable basis, to be commensurate with a 'zaA-' rating, all other
t hi ngs bei ng equal .
Liquidity
W& assess Super Group's liquidity as "adequate" under our criteria. W
calculate that liquidity sources should cover liquidity uses by about 1.4x
over the next 12 nonths.
For the next 12 nonths, we expect total sources of liquidity to anount to
about ZAR3 billion, conprising:
* ZAR1.5 nillion of cash and cash equival ents. W deduct about ZAR420
mllion fromthe ZARL.9 nmillion of cash on the bal ance sheet on June 30,
2013, to account for cash tied up in operations.
e ZAR100 nmillion of availability under a conmitted revol ving credit
facility and full availability under a ZAR60 million general banking
facility. In line with our criteria, we exclude credit facilities
expiring within a 12-nonth peri od.
o Qur forecast of about ZAR1.4 billion of reported FFO in the next 12
nmont hs.
We expect liquidity uses over the next 12 nonths of approximately ZAR2.1
billion, conprising:
e ZARS565 nillion of schedul ed debt repaynents.
e ZAR617 nillion of capital expenditure.
e Acquisitions and share repurchases of up to ZAR500 nillion and ZAR100
mllion, respectively, although we believe these anobunts are
di scretionary.
e Working capital outflows of about ZAR335 million.
W understand that the general banking facility docunentation includes nininmm
capi tal adequacy and net interest coverage ratios, to be tested quarterly. W
anticipate that headroom under these covenants will remain adequate and that
the group will be able to nmeet its cash needs with internally generated funds.
Related Criteria And Research
* Managenent And CGovernance Credit Factors For Corporate Entities And
I nsurers, Nov. 13, 2012
* Met hodol ogy: Busi ness Ri sk/Financial R sk Matrix Expanded, Sept. 18, 2012
* Met hodol ogy And Assunptions: Liquidity Descriptors For d obal Corporate
| ssuers, Sept. 28, 2011
2008 Corporate Criteria: Analytical Methodol ogy, April 15, 2008
e 2008 Corporate Criteria: Ratios And Adjustments, April 15, 2008
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Ratings List
New Rati ng
Super G oup Ltd.
Corporate Credit Rating
Sout h Africa National Scale zaA
Additional Contact:
Industrial Ratings Europe; Corporate_Admin_London@standardandpoors.com
Conplete ratings information is available to subscribers of RatingsDi rect at
www. gl obal creditportal.comand at spcapitalig.com Al ratings affected by
this rating action can be found on Standard & Poor's public Wb site at
www. st andar dandpoors. com Use the Ratings search box located in the |eft
colum. Alternatively, call one of the follow ng Standard & Poor's nunbers:
Client Support Europe (44) 20-7176-7176; London Press Ofice (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Mscow 7 (495) 783-4009.
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