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Dear Marmaduke,

You may wish to use the O2 data at the end of this letter.  Ms Goldenlay says you can probably confirm it off the internet, at the Business Library or by phoning O2.  She hasn’t got a copier available.

02 are delaying their G3 entry – hopefully, forever – and they say nothing about Direct Debit Scams but forget to thank Ms Goldenlay for advising them not sell Viagra, their German outfit.  Viagra, short for Via Germanica, was the name used by Julius Caesar for the mobile phone network he set up when governor of Gallia Transalpina.

Solutions from Sainsbury’s::

Sainsbury’s Annual Report has:  “We’ve stabilised the performance of our automated depots by over-riding some of the systems with manual solutions”  page 12 para 1

[“Boss! Boss! What shall we do? Soho branch needs 2000 tins of Pilchards and we havn’t got any in stock”

“What makes you say that?”

“It says so on the computer!”

“Forget about the computer! Tell Fred to load them onto the van from that pile over there!”]

The dividend has been reduced from 23.4p to 9p.  Actually, since the shares have been confiscated, one in every eight, it is really 7.875p.  This is a favourite Pundit Trick.  The accounts are a bit mysterious but according to their reckoning the profit before tax has been reduced from 610m to 15m.

[They reckon however that assets have been reduced by only four million pounds, which, if it is true.. means it is not too bad]

This includes: in millons.               2005                 2004

Turnover                                   16,573                   18,239

Tax                                             1164                       1098

  Cost of ales                              14726                   15658

Gross profit                                207                          2701

These figures include something called exceptional cost of sales 431m  After subtracting further exceptional items the loss is given as 167m, from which a further 92m has to be subtracted for interest payment.  However, these figures suppose that the Shaw’s supermarkets in the USA were sold for a 252m profit and that 21m profit was made on other property sales.  But 680m were ‘returned to shareholders’.

It is not entirely clear what is going on in that the losses are attributed mainly to a business review.  But they seem to refer to the right down costs of an IT system… which is what floored Hyder.

There is a resemblance to the Scottish Power report in that there is this inexplicable sale of USA assets together with a ‘return to shareholders’, consequent reduction in size of company and dividend…

There was a rush to buy properties in the USA followed by a panic rush to divest of them.  No explanation has been produced other than pundit’s absurd arguments relating to the exchange rate.  All companies have the same advisors, suffer the same delusions and do the same things.  This is despite President Bush saying that the devaluation of the dollar brought on by his low interest rates ‘does not affect the value of the dollar in your pocket’.  In other words, the cost of  buying/selling US companies, in dollars, has not changed .. and the UK companies should be buying them, not selling them.

The increased tax on sales presumably reflects a high proportion of ales and petrols.  The new managing director says that profits have been kept down because prices have been kept down.. ie there is a lower margin between turnover and cost of sales.  If this is so, then the reduction in profit would be justifiable.

I am not convinced, however.  Sainsbury’s prices no longer seem quite so excessive as they used to be .. and it will be some time before customers alienated by the high prices return.  But the prices are not particularly lower than those of other supermarkets.

Anyway, it looks as if further cuts in dividend are in the offing.  There turns out to be euphemism for this.  Scottish Power, it turns out, used it as well.  

(Page 26): “The reduction in dividend reflects the underlying reduction in earnings per share.  The medium term objective is to restore dividend cover to at least 1.5 times”

The script on the front of the cover is ‘What will it take to make Sainsbury’s great again?”

The answer, Ms Goldenlay tells me, is ‘Bring Back the Sainsburies.  These family firms all go down the drain once they bring in the pundits.  Morrissons will go down the drain if the pundits have their way’.  Normally the presence of  peers and knights on the board is bad news in proportion to the number – but titled members of founding families seem to be exceptions.

However, besides that – in the case Sainsbury’s, as all the ex-customers have been saying for years – it has been necessary to reduce prices.  Also – no panic reactions to reductions in profit, no reorganisations and refurbishments and no TV advertising campaigns – but, mainly, reduce prices..

The great enemies of  companies and individual shareholders are the fund managers and pundits… represented by the Non Executive Directors.  This new Chairman introduces himself as a right bastard who has got rid of the useless Neddies and has replaced them by by people of some use to the company rather than being just rapists on behalf of fund managers.  He has a nasal physiognomy that suggests he can be trusted.

There are no peerages and knighthoods on the Board – which is a good sign.  But if we look at the list of Neddies we actually find two finance directors, a personnel officer and a TV executive.  There aren’t actually any people who formerly shopped at Sainsbury’s and now push trollies around Tescos and Morrissons.  They are paying a Pundit Search Agency to find them another pundit to be Senior Neddy.

Maybe Sainsbury’s prices have gone down.  I now occasionally visit Sainsbury’s whereas formerly I didn’t bother.   Like other people, I expect cheap bread in supermarkets.  Managers often fail to put the cheap bread on the shelves.  Bakers who charge astronomical amounts for the same bread presumably allow the shop and managers big profit margins and the pundits can borrow from Sainsbury’s Bank.. which has increased bad debt provisions, to pay for it.  This was so at Sainsbury’s.  However, even now, despite the alleged price reductions, not merely have no Sainsbury’s stores I have visited any cheap bread but in the last few weeks the price has gone up twice.  Indeed, it was for a short while at l9p.. but it has now risen to 49p.  In one Jackson’s branch the lowest price was 98p for a loaf.  I found the same, incidentally, in one of Tesco’s ‘convenience stores’ – aimed at people who are unable to go to cheaper supermarkets and can be exploited.  If the reduction in the price of  bread doesn’t pay for the busfare, people are not going to return to Sainsbury’s.

Also, it is not impressive that Sainsbury’s is cooperating with the Food Standard’s Agency who are spindoctors for EEC propaganda that food is unhealthy – an attempt to justify poor standard of nutrition when compared to the l940s and to introduce a form of rationing by increasing prices and reducting food content.  Sainsbury’s have a salt reduction programme.  This campaign against salt, as explained by Ms Marie Antoinette, Food Minister of the Free Columbian Trade Federation, is pure ignorance.  Another Sainsbury’s attraction has been lost in that they will no longer be selling their bacon which does not  rot overnight because it is saturated with salt.

Despite their losses, Sainsbury’s have managed to donate hundreds of  millions to charity.   This turns out to be good food which is taken off the shelves because of the EC Sell by Date Scam.  I am glad they are not throwing it away – though local impoverished people preferred them to put in skips at the back of the shop.  Leicester’s Illegal Immigrants, with Tesco bags, used to congregate round Sainsbury’s skip.  They could also put it on the cheap produce shelf.  Some Sainsbury’s stores – the more succesful – do.  Then we can get the cheap bread after all and bother to visit Sainsbury’s.  I notice that the Neddies’ typical shopping list includes Fish Fingers.  Only a halfwit would buy fish fingers –i.e. very expensive flour.

If they want to sell the new Sainsbury’s Miniskirts and Fishnet Stockings, they will have to get the girls into the shop with the cheap bread first.  Also, last time I went they also didn’t have any cheap tea…nor big tubs of  cheap spread.

On these occasions it is desirable to check on exactly how much money is being paid to the Directors.  My financial advisor Ms Gloria Goldenlay tells me that she doesn’t have time to discover how much Sainsbury’s Directors are paid.

O2, however, is more obliging.  This is another company which tried to rob shareholders of their shares.  They havn’t sent Gloria – despite repeated requests – the Annual Report but instead, the Noddy Book, the Annual Review.  In this we read:_

(millions of pounds)            2005                             2004

turnover::                          6683                               5694

profit                                   386                                  233

dividends                             196                                     -

directors emoluments       4758                               5318

(including Neddies)   

                        Best Wishes,

                        Roland Graf

