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WEATHERED THE STORM?

The grocery giant, buffeted by scandal,
may be staggering toward recovery

T WAS THE ANALYST MEETING
From hedl, At the fromt of the room
in Zaandam, Matherlands, on Ocr.2
were execunives and acopuntanes of
embattded Drutch retailer Royal
Ahold, Looking on skeptically from
rowes of tables or Aheld headguicr-
ters were equity analyses and fund man-
agers starving for informaton afer a
pearly total blackout of Anancial data
since February, when news broke that the
company's US, Foodservice subsidiary
had inflaced sales by manipuladng suppl-
er incentive programs. The revelation
touched off Eurcpe's biggest corporate ac-
counting scandal and theew the future of
the world's third-largest supermarker re-
tziler inmn doubr
The analysts' guestoning grew in-
creasingly testy as Ahold manngement
proved unable o give previs: information
om such basic issued ag the yearly interest
bill. “We are srruggling to understand the
numbers.” admirted Hannw Ryopponen,
CFO for barely a month. But the battom
line, alas, waz wll oo clear: Ahold's 2002
Dws. (rpe:lrll.-d for the first time on (Ot z,
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was $1.45 billion on sales of $73 hillion.
Declared Merrill Lynch & Co. anabyst An-
drew Fowler afterward: =T don'n think I've
ever seen a meltdown on this scale.”

So it might scem surprising that
Fuowler and other analyses are now pec-
ommending Ahold stock. The ratonale:
Az bad s things laok, there are signs that
the waest is over, "This is no widows-and-
orphans stock,” Fowler says, “But if
vou're willing to take 1 chance, 1 do think
it will coene out the other end in two years
Ieoking cheap.”

“A LOST YEAR™
IN FACT, THERE may

AHOLD'S TATTERED
FINANCES
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WUCHTOBEDOME  profmable, such as
CEQ Moberg willbe the Sop & Shep
forced to sefl assets sup-:nna.ﬂwt chain
1o paydown debd  in'the 15, North-
e — enst and  Albert
Hegjn, the dominant food retailer in the
Metherlands, “There are fundamental
problems, but they can be overcome,” says
Nirmatya Kumar, s marketing professor at
Swiss business school (MD Internatonal,

At lenst o semblance of stability i re-
mrming. CEO Anders Moberp, former
CEQ of Swedish home-furnizhings jug-
gernaur Tkea Groop, calls 2003 “a lost
year,” as management spent all its energy
Jjust trying to understand what was going
on. But on Ot 14, Moberg crogsed off
one of the most crecial items en his to-do
List by hiring Lawrence 5. Benjamin, CEQ
of Chicago-based NutraSweet Co., as
.5, Foodservice's new CEO.

The next step comnes on Nov. 7, when
Mobarg promises a detailed road map for
Ahold’s tumaround. With adjusted debt
eztmated at more than $20 billion by
Standard & Poor's, Ahold has no choice
bt v gell assers and slim dowm, = We are
oll over the place. We need to forus,”
Moberg told sharcholders in Seprember.,
Already Ahold has begun selling ofT its
Asian and Latin American holdings. Ana-
Tyvute fgure Ahold will probably have o
take a hard look at its unprofiable stores
in Poland and other Eastern European
countries, And they expect Ahold 10 sell
.5, Foodserviee after it has reruened o
profesbility and buyers can be assured no
myore nasty surprises are lurking

Sounds good. But these moves will be
at the expense of future growth. Hiving
off operations in Poland would deal
Ahold ot ef one of Europe’s few growth
markets. And selling U.S. Foodservice
will lop $17.4 billion from the top line. Yet
keeping it probably isn't an option,
Ahold has proven all woo vividly thar i
wag out of s depth when it bought the
campany in 2000, *Ahold is fundamen-
tally a sound business that got knocked
sideways by the
dreadful U.S. Food-
service acguisidon,”
says Richard Perks,
director  of  retail

be reasons for guarded | g SRS D DALES
opaimism about Ahold.
Tis shares have risen
7% just since the ana-
lyst meeting 0z in- ]
vestors pegain confi-
dence that the really

1

research at  British
market-watcher
Mintel International
Group Led, And gee
dng knocked  side-
WRYS OfHIn 18 some-

bad mews is out and
Ahodd is on the mend, s
Iverreover, Some opera-
rions  remain highly
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