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Bunnings  
Kingsgrove  
is set to go

Work on $58 million 
Bunnings Warehouse 
in Kingsgrove (NSW) 
is nearing completion 
with the internal 
fitout scheduled for 
August, according to 
the Daily Telegraph. 
The store will measure 
more than 16,000sqm. 
It makes the Kings-
grove store the largest 
in Canterbury-Bank-
stown, with the 
Bankstown Airport 
and Greenacre outlets 
slightly smaller.

Bunnings general 
manager of property 
Andrew Marks said 
the new warehouse 
would offer strong 
employment oppor-
tunities and give local 
residents a wide range 
of products to choose 
from.

The nearby Masters 
Chullora store is set to 
be sold.

The big box retailer 
will continue to pursue 
a new warehouse in 
Coolum (QLD) after the 
Sunshine Coast Coun-
cil refused two out of 
the three development 
applications it had put 
before the local author-
ity. Bunnings general 
manager – property 
Andrew Marks told the 
Sunshine Coast Daily:

We are very disap-
pointed that Sun-
shine Coast Regional 
Council has refused the 
application for a new 
Bunnings Warehouse 
in Coolum.

A Bunnings Ware-
house in Coolum would 

provide a number of 
key benefits to the com-
munity, including em-
ployment opportunities 
for local residents, on-
going support for com-
munity groups, and 
investment in the local 
economy. Bunnings will 
continue to work with 
authorities to facilitate 
development and bring 
employment opportu-
nities to Coolum.

Bunnings’ intentions 
to build an 8,600sqm 
warehouse at Coolum 
Beach have also been 
dashed, but its fight is 
not over. It has a third 
application before Sun-
shine Coast Council 

officers for a smaller 
development.

Councillors unani-
mously voted against 
the second application 
for Bunnings to build 
at Coolum shortly after 
voting against its first 
application for a larger 
than a 12,150sqm store.

The third application, 
which should come 
before council in a cou-
ple of months, is for a 
5600sqm store.

Mayor Mark Jamie-
son noted his concerns 
the council was failing 
Coolum Beach in that 
it was not creating new 
job opportunities.

But Lyn Saxton from 

Development Watch 
believes the number of 
jobs Bunnings would 
create would be offset 
by the number of jobs 
lost from long-existing 
small businesses in the 
area. She said the com-
munity’s preferred use 
for the site would be 
for “government offices 
or more sports fields”.

http://goo.gl/UlXY1m

Bunnings fights  
for Coolum

http://hnn.bz/
http://goo.gl/UlXY1m
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Rugby league legend 
Brad Fittler helped 
to officially open the 
new Bunnings store in 
North Orange (NSW). 
He told the Central 
Western Daily:

I’ve been working 
with Bunnings for a 
while now, I’m a regular 
customer at the store 
and I believe in the 
company’s principles. 
I’ve built a few houses 
myself but not very 
handy – I like watching 
and organising rather 
than hammering the 

nails. It’s a massive 
store but the area will 
handle it, which says a 
lot about Orange.

The $31 million 
Bunnings Warehouse 
is a significant upgrade 
and includes an under-
cover nursery that is 
four times the size of 
the old nursery. The 
home section has dou-
bled in size from the 
previous store in the 
homemaker’s centre on 
the Mitchell Highway.

In the past, custom-
ers had to order stock 

that could take as 
long as three days to 
arrive, but the size of 
the new facility means 
most products will be 
on the shop floor. The 
new Bunnings outlet 
has been more than $8 
million worth of stock.

Store manager Jason 
Bootsma said everyone 
was extremely excited 
to finally be open. He 
said the store would be 
“tradies heaven”.

Our indoor timber is 
three times the size of 
what it once was and 

would be the biggest 
range in the Central 
West for sure. We have 
a fully enclosed trade 
yard which is also 
twice the size it was 
before which gives us 
an infinite range for 
construction – every-
thing is just big.

http://goo.gl/yxuztG
You can view a video 

of the new Bunnings 
Orange store, courtesy 
of Eyetrix Productions, 
here:

https://goo.gl/UMp-
jGD

Bunnings Orange  
store unveiled

Bunnings  
Yarrawonga 
build begins

Bunnings’ latest 
store in Yarrawonga 
(VIC) is expected to 
open in November 
2016, and have a total 
area of more than 
6,000sqm. Bunnings 
general manager 
property Andrew 
Marks told McPher-
son Media Group:

Bunnings’ invest-
ment in Yarrawonga 
will provide great 
job opportunities for 
the local community 
with approximately 
60 jobs expected to be 
available in the Bun-
nings team following 
the opening of the 
store…The communi-
ty has been waiting 
to see this project 
commence and we’re 
pleased construction 
activity is under way.

In line with Bun-
nings’ commitment 
to sustainability, the 
Yarrawonga store 
will implement a 
number of energy 
and water saving 
design features, such 
as energy efficient 
LED lighting as well 
as rainwater harvest-
ing tanks to reduce 
energy consumption. 
Project manager Ga-
reth Phillips said the 
Yarrawonga location 
is a fantastic site. He 
said:

It is really good 
ground to build on 
with hard compacted 
clay, this makes for a 
strong foundation.

http://goo.gl/fFxvBf

Bunnings, along 
with Coles and Aldi, 
will erect new stores 
in Victor Harbor (SA) 
following the Min-
ister for Planning 
John Rau’s decision 
to rezone the land for 
retail. Bunnings gener-
al – manager property 
Andrew Marks said it 
is too early to be able 
to provide detail of any 
development applica-
tion. He told the Victor 
Harbor Times:

Bunnings is happy 

with the decision and 
we are looking forward 
to submitting a devel-
opment application for 
a new warehouse for 
the Victor Harbor com-
munity. If approved, 
Bunnings would rep-
resent an investment 
of over $23 million and 
would be expected to 
employ over 110 team 
members.

It is envisaged the 
Bunnings warehouse 
will be 9000sqm, which 
will be smaller than 

the one at Mile End, 
and similar to the new 
Seaford store.

City of Victor Harbor 
mayor Graham Philp 
acknowledged the 
Minister’s decision, 
but expressed his 
disappointment in the 
process. The Minister 
took control of the 
planning process from 
the council after it was 
judged council took too 
long to make a deci-
sion. Mr Philp said:

Our focus has always 

been on achieving the 
best outcome for our 
community and the 
negotiation of infra-
structure agreements 
was our priority. We 
maintain our position 
that the Victor Harbor 
ratepayers should not 
have to bear the cost of 
infrastructure required 
because of new devel-
opments.

http://goo.gl/kIvO8y

Re-zoning allows Bunnings to build

http://hnn.bz/
http://goo.gl/yxuztG
https://goo.gl/UMpjGD
https://goo.gl/UMpjGD
http://goo.gl/fFxvBf 
http://goo.gl/kIvO8y
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Influential Bank of America Merril Lynch 
(BAML) analyst, David Errington has described 
Wesfarmers’ acquisition of UK home improve-
ment retailer, Homebase as “compromising” and 
compares it directly to Woolworths’ disastrous 
experience with Masters. His comments have 
been widely reported in all the major Australian 
newspapers.

Wesfarmers’ $705 million purchase of Home-
base puts is credit rating and generous dividend 
at risk, according to Mr Errington. He said 
the damage to investor returns and business 
performance at Wesfarmers from Homebase 
would “equal” the impact of Woolworths’ costly 
Masters experiment.

We were critical toward Woolworths entering 
the Australian home improvement sector (via 
Masters), and we believe Wesfarmers entering 
the UK market (via Homebase) will be as equally 
a compromising decision for Wesfarmers as 
Masters was for Woolworths.

Homebase dilutes returns on investment ... and 
we think it comes with material business risk.

Mr Errington also said Homebase appeared to 
have the “distinct competitive disadvantage” of 
high base costs and low sales.

Being the lowest cost while having the highest 
costs is basically unsustainable and irrational 
for any business.

Paying $705 million for a business generating 
$40 million of earnings before interest and tax, 
and where that business is smaller scale in a 
tough industry, raises questions.

And when a further $1 billion is being com-
mitted over the next five years to improve the 
business, we are highly sceptical.

Due to the planned overhaul of the Homebase 
business, we believe marketing costs are likely to 
be hefty as Bunnings has no brand recognition 
in the UK. We have concerns that Homebase 
will likely “chew up” any profits currently being 
generated in re-branding, marketing, pricing 
and service costs.

The growth in the home and garden market in 
the UK has been low for an extended period as 
shown below. The current five year CGAR (Com-
pound Annual Growth Rate) suggests growth 
has been below 1.5% Homebase currently holds 
about 3-4% market share and we question its 
ability to grow in a slow market against a back-
drop of economic uncertainty (Brexit, global 
GDP concerns).

Earlier this year, Bunnings CEO John Gillam 
said the property costs in the UK were higher at 
something like 2.6 times the percentage of sales 
paid in Australia. Mr Gillam has said it will take 
two years before Wesfarmers will be able to 
show whether the acquisition will be successful.

Because the rental costs are high, he will oper-
ate in smaller format stores much akin to Aldi 
and Lidl in the UK who are enjoying fast growth 
over the bigger majors in their large format 
stores.

It is believed that Mr Gillam will put the case 
for the company to open a pilot Bunnings store 
in the second half of 2016 and, subject to perfor-
mance, roll out stores from there. This is down 
from the plan shared with suppliers earlier 
this year, when it was confirmed that the first 
Bunnings store would open in the European 
summer and with another five or six stores in 
the pipeline.

Is Homebase  
Wesfarmers’ Masters?

The growth in 
the home and 
garden market 
in the UK has 
been low for an 
extended period 
as shown be-
low. The current 
five year CGAR 
(Compound An-
nual Growth Rate) 
suggests growth 
has been below 
1.5% 

Hopeful  
predictions from 
Woolworths 
Investor Strategy 
Day, May 2015

http://hnn.bz/
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It is also understood that Mr Gillam will stress 

the company is not committed to spending 
any further money in the UK unless it is fully 
justified. He will highlight that the Homebase 
business is not great, adding that the acquisi-
tion gave Bunnings entry to the UK market, not 
an operating business.

A number of industry participants are con-
cerned the turnaround of Homebase will be 
costly and require significant investment to 
build the network and promote the Bunnings 
brand in the UK, a market dominated by the 
Kingfisher-owned B&Q.

http://goo.gl/tFLK4o

Impact on Wesfarmers
Its expansion into the UK and declining earn-

ings from its industrial businesses could lead to 
lower dividends and a fall in Wesfarmers’ credit 
rating, reports The Australian.

Mr Errington said declining profits from 
Target and Wesfarmers’ non-retail businesses, 
notably coal, will constrain the group’s ability to 
support the British push.

Mr Errington argued the fixed charge ratio 
(which measures costs and balance sheet risk 
and a key metric used by rating agencies) at 
Wesfarmers fell from 3.17 in 2014 to 2.99 last 
year and would fall to 2.54 this year and 2.44 
in financial year 2017. It is falling as a result of 
weak performances from its Target chain, and 
coal and industrial units.

It is understood the ratings agencies have 
looked into the Homebase deal in some detail 
and sources close to Wesfarmers suggested the 
fixed-charge ratio was only one metric used to 
calculate ratings.

In January, Standard & Poor’s downgraded its 
risk-rating outlook for Wesfarmers from stable 
to negative, however, Moody’s said Wesfarmers’ 
rating was unaffected by its then proposed 
acquisition of Homebase.

The recent note from Mr Errington is the 
latest in a series of reports that are against Wes-
farmers and for Woolworths, with him having a 
buy on the latter and a sell on the former.

http://goo.gl/UYdAHj

Mr Errington’s reputation
Sean Smith writes in The West Australian, 

that Mr Errington has long been known for his 
forthright, sometimes contentious financial 
analysis. His record on Wesfarmers, however, 
is mixed, and his calls on the company have 
occasionally triggered public clashes with man-
agement.

He was an early, vocal critic of Wesfarmers’ $19 
billion purchase of Coles, warning back in 2007 
when the deal was struck that Wesfarmers had 
under-estimated the scale of the now successful 

turnaround and that “the actual outcome could 
be substantially worse than even our cautious 
predictions”.

He has also supported the break-up of Wes-
farmers to release capital to sustain its retail 
businesses.

https://goo.gl/O4zIot

Those in agreement
Brian Walker, principal of advisory group 

Retail Doctor, told The New Daily website that 
selling hardware to Australians is very different 
than operating in the UK.

Australia has a big do-it-yourself market and 
lots of shopping centres, so the big box model 
works well. In the UK it is a ‘you do it for me’ cul-
ture and health and safety rules mean you can’t 
do a lot of things for yourself that you might do 
here.

And while Australia has long enjoyed high 
home ownership rates, the same has not been 
true in Britain, where in the post-war years 
renters were almost as numerous as home own-
ers. Since the 1980s, ownership has jumped but 
Mr Walker said it’s at 65% and declining now. He 
said, “In Australia it’s 72%”.

A tradition of home ownership fuels the DIY 
urge in Australia, while in Britain a rental cul-
ture makes people more inclined to call a tradie 
when things need doing.

Bunnings also relies on servicing tradespeople, 
but in Britain that niche is served by specified 
“trades counters” at stores such as Wickes and 
B&Q, competitors to Homebase. Those factors 
will make it difficult for the Bunnings model to 
translate into Britain.

http://goo.gl/KF3eD8
UK-based industry website, Insight DIY agrees 

with Mr Errington’s assertion that “marketing 
costs are likely to be hefty as Bunnings has no 
brand recognition in the UK”.

Bunnings have got rid of the most experienced, 
senior people from the Homebase business. They 
are planning to dump the Homebase brand and 
in the process alienate a large proportion of the 
existing customer base, who didn’t mind paying 
more for the exclusive brands and the softer 
shopping experience. To successfully replace just 
one of those elements, people, brands or custom-
ers is a massive task in a challenging retail envi-
ronment, but to successfully replace all three is 
going to be a monumental challenge.

http://goo.gl/4qjAeJ

A tradition of 
home ownership 
fuels the DIY 
urge in Australia, 
while in Britain 
a rental culture 
makes people 
more inclined to 
call a tradie when 
things need 
doing.

Mr Errington said 
declining profits 
from Target and 
Wesfarmers’ 
non-retail busi-
nesses, notably 
coal, will con-
strain the group’s 
ability to support 
the British push.

http://hnn.bz/
http://goo.gl/tFLK4o
http://goo.gl/UYdAHj
https://goo.gl/O4zIot
http://goo.gl/KF3eD8
http://goo.gl/4qjAeJ
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Stephen Bartholomeusz writes in The Austra-
lian that Bunnings’ entry in the UK market will 
not resemble Woolworths’ unsuccessful foray in 
the Australian home improvement industry.

[W]hatever the eventual outcome of Bunnings’ 
offshore expansion, it won’t look anything like 
the disastrous end to Woolworths’ attempt to 
take on Bunnings in home improvement.

He goes onto say that Woolworths and Lowe’s 
invested about $3 billion — and lost more than 
$1 billion — in their ill-fated and poorly-execut-
ed attempt to build a rival to Bunnings from 
scratch.

Mr Bartholomeusz also points out what 
Bunnings isn’t doing in its first venture offshore. 
The retailer isn’t planning to go from a blank 
sheet of paper to a 150-store network within five 
years. This forced the Masters joint venture to 
embark on a frenetic scramble to acquire sites 
and construct new stores.

It isn’t planning to invent an entirely new 
supply chain for a business category that Wool-

worths had no experience in and in a region 
that Lowe’s was unfamiliar with.

It isn’t going to have to create a completely 
new brand (though the Bunnings name is unfa-
miliar in the UK) and attract a completely new 
customer base, nor is it going to have to recruit 
a raft of new store managers and hire and train 
a completely new workforce.

It isn’t confronting the enormous cash 
haemorrhage that Woolworths and Lowe’s 
experienced as they raced to gain the critical 
mass of mature stores that would generate the 
network benefits and cash flows they needed to 
reduce the weight of funding the entire Masters 
business from the cash flows from their other 
businesses.

What Bunnings bought for its $705 miliion  
was an existing, established network of 265 
stores focused within the Greater London 
region, the most prosperous part of the UK and 
one in which Homebase’s home improvement 
rivals are under-represented.

Does Homebase Secure 
Bunnings’ Future? 

Bunnings isn’t 
planning to go 
from a blank 
sheet of paper 
to a 150-store 
network within 
five years. This 
forced the Mas-
ters joint venture 
to embark on a 
frenetic scramble 
to acquire sites 
and construct 
new stores.

http://hnn.bz/


9

hnn.bz

big box  
update
It bought an existing customer base, about $3 

billion of existing sales and about $40 million 
of earnings before interest and tax. Homebase 
might be only modestly profitable but it is, 
unlike Masters, profitable and is an established 
and cash-generating business.

It also bought a renovation opportunity. 
Homebase’s former owner, Home Retail Group 
(which itself has been acquired by supermarket 
group Sainsbury’s) struggled to generate any 
sales or earnings growth from the chain and so 
started stuffing its stores with concessions, in-
cluding Argos general merchandise and Habitat 
homewares.

Bunnings has asked for those concessions 
to be removed. It will lose around 20% of the 
existing Homebase sales base, which was Bun-
nings’ plan from before it bought the business. 
Shedding the low-margin concessions will open 
up significant space in its stores for traditional 
home improvement products.

Unlike the Masters joint venture, Homebase 
has an existing supply chain. There is an oppor-
tunity for Bunnings, which has its own relation-
ships with global suppliers that don’t currently 
service the UK, to use the space it will free up 
from the removal of the concessions to expand 
and differentiate the Homebase offer.

One obvious extension to a Homebase offer, 
given where the core of its network is located 
and the under-representation of its rivals in 
that region, is to address the current absence 
of any Homebase presence in the trade sector 
and its relatively limited range of core hardware 
products generally.

Bunnings is unlikely to make the same errors 
Masters made in its initial years, when Lowe’s 
failed to appreciate the difference between 
northern hemisphere and southern hemisphere 
seasons and Masters ended up with summer 
stock in winter.

Most significantly, because it is buying an 
existing business and store network, Bunnings 
doesn’t have the same urgency to scramble for 
scale and market share that Masters faced. Mas-
ters didn’t trial its format in a pilot store before 
it started its dash for growth.

Bunnings apparently plans to trial formats in 
several pilot stores over the next year or two — 
it isn’t rushing into a risky complete makeover 
of Homebase — while focusing on improving 
the detail of what it has bought. John Gillam’s 
long-time lieutenant, the vastly experienced 
Peter (PJ) Davis, who has relocated to the UK, 
has already overhauled Homebase’s under-per-
forming management.

While Wesfarmers has said it plans to invest 
about $1 billion over the next five years in 
recreating Homebase as a Bunnings-branded 
business, the approach appears to be a very cau-

tious one and one predicated on the base case of 
simply improving the existing business and the 
returns from its existing sales base (less the lost 
turnover from the concessions).

The other obvious difference between Bun-
nings’ move into the UK and the Masters’ joint 
venture is that, while there are strong competi-
tors in the UK, with Kingfisher’s B&Q chain and 
Travis Perkins’ Wickes the key players alongside 
Homebase, the market is highly fragmented. 
Unlike the market Masters attempted to enter, 
there isn’t a dominant incumbent like Bunnings.

There are, obviously, no guarantees that 
Bunnings will be successful in the UK but the 
nature and consequence of a failure would be 
very different, and nowhere as disastrous, for 
Wesfarmers as the fallout from the overly-am-
bitious and rushed greenfields Masters experi-
ment was for Woolworths.

The challenge for Mr Gillam and his team will 
be to convince the sceptics, like analyst David 
Errington, that they can transfer their experi-
ence and intimate knowledge of home improve-
ment — and their demonstrated success as one 
of the world’s most profitable home improve-
ment retailers — into a new and distant geogra-
phy where customers may, indeed probably will, 
respond differently to its traditional offer than 
Australian consumers.

http://goo.gl/1Nomz0

Wesfarmers bets on Britain
John Durie also writes in The Australian 

that the local market is leery about companies 
venturing outside Australia and fund managers 
would prefer companies to sit in cosy duopolies 
at home, returning excess cash to shareholders.

To grow earnings, particularly in this market, 
companies need to take a risk, which means 
some pressure on its balance sheet. If every-
thing goes well, this risk will be short term, but 
companies need to take risks and Wesfarmers 
CEO Richard Goyder should be congratulated 
for doing just that.

Certainly Wesfarmers has some near-term 
headwinds when you consider coal will lose 
$300 million this year, down from a profit of 
$130 million in 2014.

Target will report a loss of $200 million against 
a profit of $130 million last year, and industri-
al supply will report earnings of around $27 
million, down from $70 million. All this puts the 
pressure on the Bunnings team that is work-
ing in Britain replace the existing Homebase 
footprint.

Further rollouts will follow only if the num-
bers stack up, so the proposed $1 billion expan-
sion will only come into play if it is justified.

Bunnings boss John Gillam has already said 
property costs in Britain are some 3.5 times 

While Wesfarm-
ers has said it 
plans to invest 
about $1 bil-
lion over the 
next five years 
in recreating 
Homebase as a 
Bunnings-brand-
ed business, the 
approach ap-
pears to be a very 
cautious one

The challenge for 
Mr Gillam and 
his team will be 
to convince the 
sceptics that they 
can transfer their 
experience and 
intimate knowl-
edge of home 
improvement into 
a new and distant 
geography

http://hnn.bz/
http://goo.gl/1Nomz0
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higher than Australia and this means higher 
costs as a percentage of sales. To compensate, 
Gillam will concentrate on smaller-format 
stores, copying the successful British franchises 
run by German discounters Aldi and Lidl.

He said Homebase was run poorly and thinks 
he can do better. Time will tell and Gillam is giv-
ing his team led by PJ Davis two years to make 
the numbers work.

The point is, this test is being run at a time 
when a bunch of other Wesfarmers businesses 
are doing badly, which is where the pressure 
hits the balance sheet.

Whether there is a further hit to the credit rat-
ing will obviously depend on earnings. The good 
news is that while lower ratings mean higher 
debt charges, at present interest rate levels that 
are not a major problem.

Stockmarket sentiment is, however, hurt by 
lower ratings. Wesfarmers’ net debt at year’s end 
will be around the $6 billion level and the fixed 
charge ratio will be around the 2.8 times level, 
down from 2.9 times last year.

The Homebase acquisition only came on to the 
books in March this year, so it will not have a 
material effect on the balance sheet this year.

http://goo.gl/Y2EyPa

Masters bidders in bid 
for more information

The July 4 deadline for the bids for Wool-
worths’ home improvement division may be 
extended because of the scale of its problems 
and the complexity of the business.

According to a report in The Australian, a 
number of suitors have expressed doubt the 
initial date can be adhered to and anticipate 
this phase of the process may finish at the end 
of next month instead. Bidders are continuing 
to demand more information.

While the retailer’s problems are well known, 
contenders for its profitable Home Timber 
& Hardware (HTH) are also attempting to 
acquire some of Masters’ stock.

But any bids for HTH, which is being pur-
sued by Metcash’s Mitre 10 and Anchorage 
Capital Partners along with other smaller rival 
hardware retailers, will require a ruling from 
the competition watchdog, the ACCC, amid 
concerns the wholesale industry would fall 
into the hands of just one player.

However, that line of argument has an-
gered some industry participants who point 
out smaller retailers are simply attempting 
to scoop up HTH on the cheap. They also 
maintain that keeping the wholesale industry 
fractured it will increase the dominance of, 
Bunnings.

http://goo.gl/JGbpLk

http://hnn.bz/
http://goo.gl/Y2EyPa
http://goo.gl/JGbpLk
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As Bunnings focus-
es on cutting prices 
in-store through its 
recently acquired 
Homebase chain, it has 
decided to pull out of 
the Nectar rewards 
scheme, the biggest 
loyalty card in Britain.

The Aussie retailer 
will cease to offer 
or accept points for 
Nectar’s 19 million UK 
cardholders at the end 
of December.

Along with British 
retail giants such as 
Sainsbury’s and BP, 
Homebase was one 
of Nectar’s corner-
stone members with 
its shoppers able to 
redeem points at other 
businesses such as 
restaurants, holidays, 
entertainment packag-
es and other shops.

But after seven years, 
and with Wesfarmers 
planning to trans-
form Homebase into 
“Bunnings UK”, it has 
decided it can better 
focus its capital on 
lowering shelf prices 

and keeping it compet-
itive with other British 
hardware chains than 
be part of the Nectar 
loyalty program.

Public notices have 
been appearing in 
Homebase stores warn-
ing shoppers of the 
change. The notices, 
displayed at tills across 
the chain, read:

After a careful review 
Homebase will leave 
the Nectar programme 
at the end of the year. 
This means customers 
will no longer be able 
to collect or spend 
points in store after 
December 31 2016. Our 
priority now is offering 
customers everyday 
low prices across a wid-
er range of home and 
garden improvement 
products.

Bryan Roberts, retail 
analyst at loyalty 
consultant TCC Global, 
told The Mail on Sun-
day:

This is going to be a 
blow to Nectar. Retail-
ers have been diluting 

the benefit of their loy-
alty cards over the past 
year or two. And there’s 
a sense that loyalty 
cards are misnamed 
judging by what’s go-
ing on, with shoppers 
flooding to retailers 
who don’t have loyalty 
cards. Retailers are 
reviewing strategies 
and investing in lower 
base prices rather than 
loyalty schemes.

The re-positioning 
of Homebase as a 
low price operator by 
Bunnings will be one 
of the biggest trans-
formations for a UK 
retailer. The big box 
retailer and some of its 
major suppliers have 
registered dozens of 
trademarks in the UK 
as the group prepares 
for an overhaul.

Homebase staff said 
the transformation 
would include flooding 
stores with products 
bought by the parent 
firm and already well 
known in its core 
Australian market. 

The Mail on Sunday 
has learned this will 
include a host of new 
names, such as bath-
room brand Mondella, 
lighting range Luce 
Bella and heavyweight 
power tool brand Full 
Boar.

The supply of old 
Homebase stock is 
already dwindling but 
the flood of new labels 
could alienate some 
shoppers.

Some industry 
observers believe 
Bunnings’ latest moves 
could set alarm bells 
ringing at other home 
improvement retailers 
such as B&Q, which 
have long benefited 
from the disarray 
and underinvestment 
at Homebase. Neil 
Saunders, managing di-
rector at retail research 
firm Conlumino, said:

It seems Bunnings 
is clearing the decks 
before implement-
ing a big overhaul 
of Homebase. This 
is likely to include a 

complete revamp of the 
product offering, an 
improved focus on own 
brands, and a change 
in in-store experience. 
In essence, Bunnings 
seems to be taking the 
business back to its DIY 
roots.

Such change is sensi-
ble given that Home-
base has struggled to 
create a clear position 
for itself due to a rela-
tive lack of investment 
and focus, especially 
against the might of 
B&Q. Bunnings has the 
financial muscle and 
expertise in home im-
provement to challenge 
existing players.

He said success 
would lie in the group’s 
ability to differentiate 
itself from the likes 
of B&Q, Wickes and 
Ikea in product range, 
in-store experience and 
service, as well as price.

http://goo.gl/KUtpOn

Bunnings exits UK loyalty 
card scheme

UK IP office rejects 
Bunnings

Insight DIY reports that Bunnings tried to 
register its well-known advertising straplines 
“Lowest prices are just the beginning” and 
“Lowest prices everyday” for use in the UK – 
to support its “Everyday low price” approach 
through Homebase. But the slogans were both 
rejected as trademarks by the UK Intellectual 
Property Office (IPO) because the wording was 
deemed too common. The slogans were classed 
as “too general” by the IPO.

Bunnings will now have to find another slo-
gan to represent its every day low price offer 
and differentiate it from competitors such as 
B&Q.

The Mail on Sunday also reports that Bun-
nings registered trademarks for a number 
of outdoor furniture and barbecue ranges, 
including Jumbuck, Mimosa and Matador.

http://goo.gl/Jv9Xcx

http://hnn.bz/
http://goo.gl/KUtpOn
http://goo.gl/Jv9Xcx
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HTH Group 
may splinter

Alan Ohlsen 
talks about life 
in hardware 

Mitre 10 still 
interested in 
HTH Group

Speaking to the 
Financial Review, Met-
cash chief executive 
Ian Morrice confirmed 
that it was still inter-
ested in buying Home 
Timber & Hardware 
(HTH) from Wool-
worths amid growing 
speculation it might 
be forced to withdraw 
from the auction due 
to regulatory concerns 
and unease among 
independent retailers. 
He said:

Woolworths has de-
clared it’s a committed 
seller, we’ve declared 
we’re an interested 
party and we have 
made a submission to 
the Australian Compe-
tition and Consumer 
Commission (ACCC). 
Our position is that 
independent retailers 
are under enormous 
pressure in the hard-
ware sector and have 

been through a lot of 
footprint growth from 
the chain stores in 
recent years.

We believe it can 
strengthen the com-
petitive position of 
independents to have 
more buying scale and 
have one unified buy-
ing group. We believe 
that’s the best way 
to compete and the 
most efficient way for 
independent operators 
in hardware to get the 
best price and most 
competitive proposi-
tion.

Mr Morrice declined 
to say if Metcash 
would be prepared to 
make undertakings to 
the ACCC – including 
passing on cost savings 
and synergy benefits 
– to secure approval. 
He said: “We think it’s 
quite a compelling 
argument.”

Sales at Metcash for 
the 12 months ending 
April rose 0.8% to $1.05 
billion. This compares 
with Bunnings’ sales 
growth of 10.9% in the 
nine months ending 
March.

About 17 Mitre 10 
stores either closed 
or quit the network 
in 2016, reducing the 
number of stores to 
378. Excluding store 
closures, Mitre 10’s like-
for-like wholesale sales 
rose 2.5%.

Despite weak reve-
nue growth, Mitre 10 
grew earnings before 
interest and tax by 
9% to $32.8 million by 
improving the perfor-
mance of joint venture 
stores and cutting 
costs, including closing 
its distribution centre 
in NSW.

Mitre 10 managing 
director Mark Laid-

law said Metcash had 
decided to close some 
larger unprofitable 
stores where lease 
costs were “killing us”. 
He said:

And then there’s the 
Bunnings impact – we 
would lose 15 stores a 
year from new Bun-
nings stores being 
opened.

Mr Morrice de-
clined to say whether 
Metcash would raise 
capital to fund a suc-
cessful acquisition of 
HTH, saying a decision 
would be made later. 
“At least we’ve created 
the capacity or oppor-
tunity to fund it in a 
number of different 
ways,” he said, refer-
ring to the $400 million 
reduction in Metcash’s 
debt over the last year.

http://goo.gl/tGFycL

HTH, Mitre 10 merger 
still “compelling”

http://hnn.bz/
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According to Fairfax 
Media, an alliance of 
Hardware Timber & 
Hardware’s biggest 
members may be 
drawing up plans for 
a break-away buying 
group rather than 
waiting for Wool-
worths’ ongoing sale 
process to decide their 
fate.

One hardware insider 
told the newspaper it 
made sense for these 
experienced retailers 
to strike out on their 
own and avoid the 
uncertainty associated 
with Woolworths’ exit. 
He said:

A lot of these inde-
pendent retailers are 
annoyed with how 
they’ve been treated by 
HTH and they’re not 
sure that Metcash will 
be much better. These 
traders account for as 
much as 50% of the 
revenue coming from 
Home’s franchised 
network, not including 
its corporate-owned 
stores.

A defection on this 
scale would be a big 
blow to Woolworths’ 
sale campaign, includ-
ing its negotiations 
with Metcash, with its 
proposal to combine 
HTH and its own Mitre 
10 network.

Metcash’s plans are 
yet to get the green 
light from the competi-
tion watchdog despite 
first approaching 
Woolworths almost a 
year ago and the HTH 
business could still end 
up packaged into a sale 
deal with Woolworths’ 
loss-making Masters 

Home Improvement 
chain.

HTH members are 
currently receiving an 
additional 2% dis-
count on all wholesale 
purchases through the 
network as Wool-
worths battles to place 
a protective barrier 
around its franchised 
operators and dis-
courage any further 
departures.

It is believed Wool-
worths asked influ-
ential hardware store 
Hume & Iser to draft 
a letter confirming 
its commitment to 
HTH after the Bendi-
go outlet moved its 
trade business to rival 
buying group Natbuild. 
Hume & Iser managing 
director Stephen Iser 
said in a letter shown 
to Fairfax Media:

While Hume & Iser 
has joined Natbuild, we 
have done so as a pos-
sible future alternative 
for our business should 
the new owners of the 
HTH Group not fit 
our requirements. We 
remain fully commit-
ted to Home Timber 
and Hardware and 
supporting the group, 
of which I have been 
a proud member since 
its foundation over 20 
years ago.

Mr Iser would not 
comment on the letter, 
and denies being part 
of a breakaway group, 
but he said there was 
considerable concern 
among the top 30 HTH 
retailers over the fu-
ture ownership of the 
operation. He said:

They all have this 

nasty taste in their 
mouth about the pri-
vate equity purchase of 
Dick Smith and we all 
know what happened 
there. We would like 
some sort of certainty 
and the new operator 
or owner to be com-
mitted to the timber 
and hardware mar-
kets, I think Mitre 10 
would be...and I think 
they have the best 
intentions, providing 
Metcash hangs on to it. 
Because you just don’t 
know, Woolworths got 
into hot water and they 
just let it go.

Mr Iser said a com-
bined HTH-Mitre 10 
business would deliver 
a strong competitor 
for Bunnings but there 
was still considerable 
concern the business 
could be sold off to 
private equity.

If an equity group 
bought it, it would be 
done on a return on 
investment and they 
might get the price 
up and the business 
going and then they 
might just offload us 
and we would be back 
here again. We really 
want to be convinced 
that the right group is 
buying Home Timber & 
Hardware.

Woolworths will not 
comment on the sale 
process or its HTH 
stores, except to say 
that it was not unusual 
for independent group 
stores to be a member 
of more than one buy-
ing group.

http://goo.gl/oeG8Hj

Splinter could form from 
HTH Group

Alan Olsen’s life in hardware
The owner of Olsens 

Home Timber and 
Hardware, Alan Olsen 
spoke to the Warwick 
Daily News about con-
tinuing the work his 
grandfather started 
in 1928.

After completing a 
Bachelor of Business 
majoring in account-
ing in Toowoomba 
(QLD), Mr Olsen 
said he returned to 
Warwick in 1981 to join 
his father and uncle 
in the family business. 
He said:

I’ve never worked as 
an accountant though, 
I didn’t particularly 
want to be pushing 
numbers all day. I 
began working in the 
office and brought 
a few new skills and 
ideas to the business 
when I returned. Not 
long after I got back, 
my uncle died and I 
stepped up further to 
help my dad run the 
business.

In 1983, the Olsen 
family bought War-
wick Hardware. He 
said:

It had been there for 
probably a hundred 
years, under various 
owners, and was 
about 30 years behind 
the times when we 
took over. They were 
still selling every-
thing in bulk and you 
bought your nails and 
screws by weight. The 
customers probably 
liked that ‘old way’ of 
doing things though.

They had this pul-
ley-type system and 
the cashiers would 
send the money up on 
this rope to an office 
and the change would 

come back down. It 
hadn’t been used in a 
while but I don’t know, 
maybe they didn’t 
want the cashiers han-
dling the money?

Mr Olsen said the 
building was dilapi-
dated when they took 
over.

White ants had gone 
through everything. 
The story goes that 
there’s an under-
ground stream that 
runs through that 
part of town and over 
towards the Condy 
Club. That’s the story 
anyway, but it might 
explain the moisture 
that the termites just 
love.

These days, Mr Olsen 
said they still try to 
make service and staff 
the reason why people 
want to shop there.

Most of them have 
been here since the 
start, I think the 
customers like having 
someone they know 
and trust behind the 
counter. Apart from 
that I sit as chairman 
of the Warwick Credit 
Union, for 10 years 
now, which is some-
thing I’m passionate 
about. The rest of my 
time is for my family. 
My wife, kids and 
grandchildren are very 
important to me.

http://goo.gl/nlkZ17

http://hnn.bz/
http://goo.gl/oeG8Hj 
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Retailers need 
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the Millennial 
generation

Kogan will 
seek IPO

retail update

Online retailer Kogan 
hopes to raise $50 
million through its 
initial public offering, 
which it priced at $1.80 
a share.

It is known primarily 
for selling consumer 
electronics but has a 
range of hardware and 
equipment products 
on the Kogan.com site. 
It also has a brand of 
private label tools un-
der the Certa label.

Kogan, which will 
have a market capital-
isation of $168 million 
when it starts trading, 
is challenging exist-
ing brick-and-mortar 
retailers such as JB 
Hifi and Harvey Nor-
man with its low-cost, 
online-only business 
model.

The company claims 
to be the largest pure-
play online retailer 
in Australia, with 52 
million visitors to its 
website a year, 621,300 
unique customers 
and 3.6 million active 
subscribers.

What the prospec-
tus says

According to the 
prospectus, Kogan.
com expects annual 
revenues to grow 
20% to $241 million in 
2017. Earnings before 
interest, taxes, depreci-
ation and amortisation 
(EBITDA) is forecast 
to jump 138% to $6.9 
million in 2017 and net 
profits are expected 

to rise six-fold to $2.5 
million.

Kogan expects reve-
nue to reach revenue 
of $201.1 million for 
FY 2016 from $200.3 
million in FY 2015. This 
represents an increase 
of only $800,000. But 
Kogan forecasted 
revenue for FY 2017 to 
hit $241.2 million even 
without its Dick Smith 
acquisition. This would 
be an increase of $41.1 
million, or close to 20%.

Its FY 2016 forecast 
for EBITDA is $2.9 
million, up from $1.6 
million in FY 2015.  (The 
figures exclude Dick 
Smith sales.)

It also reported a 
net loss after tax of 
$100,000 in FY 2015, 
which is forecast to 
balloon to $2.9 million 
in FY 2016, ahead of its 
expected ($2.5 million) 
profit in FY 2017.

While past earnings 
look patchy, Mr Kogan 
and chief operating 
officer and chief 
financial officer David 
Shafer said the compa-
ny had been EBITDA 
positive since day 
one and blamed last 
year’s loss on problems 
implementing a new 

enterprise resource 
management system. 
Mr Shafer told Fairfax 
Media:

It didn’t go seamlessly 
but we’re now in a very 
good place and now, 
as part of this IPO, 
we have the capital to 
fund our growth plans, 
which are meticulously 
thought out.

Buying Dick Smith
Kogan’s prospectus 

also reveals that the 
company paid $2.6 
million to acquire 
assets of failed retailer 
Dick Smith including 
brands, online website 
and customer data-
base.

It estimates that the 
Dick Smith business 
will add about $95 mil-
lion a year to its sales 
tally. Kogan also gained 
1.3 million active 
subscribers through 
the acquisition that 
weren’t already in its 
customer database. 

Kogan reopened Dick 
Smith as an online-on-
ly business just two 
months after the acqui-
sition.

Where will the 
money go?

A majority of the 
funds raised will be 
used to fund growth 
and pursue new verti-
cals like it has with its 
telecommunications 
business Kogan Mobile 
and holiday booking 
business Kogan Travel. 
It will also look to 
expand into higher 
margin product cate-
gories such as private 
label and third-party 
branded products.

The company will be 
operating in a local on-
line retail market that 
has grown rapidly, but 
remains under-served 
compared to other 
developed economies. 
Fairfax Media reports 
that Euromonitor esti-
mates the value of this 
market at $17 billion 
in 2015, and is forecast 
to grow at an annual 
11.5% to 2019 helped 
by a shift in consumer 
preferences, techno-
logical innovation, in-
creasing internet usage 
and faster download 
speeds.

Kogan’s initial offer 
will not be open to the 
general public. The 
newly issued shares 
will be offered to 
institutional investors, 
brokerage firms and 
nominated investors, 
as well as eligible Ko-
gan employees.

http://goo.gl/eQ1uST

Kogan going public

http://hnn.bz/
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IKEA Australia 
revealed it would start 
testing an online store 
by the end of calendar 
2016. Fairfax Media 
reports it will start 
trialling different fulfil-
ment models in several 
urban locations.

t appears the rollout 
of the Aussie online 
operations will take a 
similar format to what 
has been tested in 
Europe over the past 12 
months, according to 
Power Retail.

Country manager 
David Hood believes 
the online store could 
eventually be the 
company’s bricks and 
mortar operations, 
where sales will rise 
around 20% this year, 
passing the $1 billion 
mark for the first time. 
He said:

Over the next few 
years, we want to cre-
ate more opportunities 
for IKEA customers 
to access the brand in 
different ways and in 
new locations.

In the UK, IKEA’s on-
line store has become 
the largest outlet in 
the country, without 
cannibalising sales 
from existing stores.

Mr Hood expects 
similar results in 
Australia, citing latent 
demand from consum-
ers who now drive two 
or three hours to shop 
at a bricks and mor-
tar store. Australians 
travel further to visit 
an IKEA store and are 
therefore willing to 
spend more time and 
money when they do.

The new Canberra 
store, for example, is 

attracting shoppers 
from the NSW South 
Coast, Albury and 
Wagga. He told Fairfax 
Media:

It’s a huge growth 
engine in the UK but 
it’s not taking away 
from stores.

IKEA is also opening 
another five large-for-
mat stores as well as 
between six and eight 
smaller-format stores 
and online pick-up 
points in Australia.

The small format 
stores will be around 
3000sqm – around 
one-tenth the size of 
flagship stores such as 
Tempe in inner Syd-
ney – and will enable 
shoppers to browse a 
limited range of prod-

ucts. But they will also 
be able to order online 
from its full range of 
9000 products or pick 
up previous online 
orders.

Crucial to IKEA’s on-
line ambitions in Aus-
tralia is a $155 million 
70,000sqm multi-func-
tion distribution 
and logistics centre 
currently under con-
struction at Marsden 
Park in Sydney’s west 
and due for completion 
around March or April 
next year.

The solar-powered 
distribution centre, 
which uses high-bay 
storage technology 
with robotic pallet 
storage and retrieval 
cranes, has capacity 

for 100,000 pallets and 
will enable IKEA to 
increase the number 
of products stocked 
in Australia from 
1300 to almost 9000, 
cutting the time it 
takes to ship orders to 
stores, pick up points 
or directly to online 
shoppers.

The new distribution 
centre will replace the 
company’s existing 
distribution centre at 
Moorebank.

IKEA currently sells 
online in 13 of the 28 
countries in which it 
operates and generated 
only EUR1 billion ($A1.5 
billion) in online sales 
last year, 3% of global 
sales.

Results
Same-store sales at 

IKEA Australia have 
risen about 8 or 9% 
this fiscal year – with 
Melbourne and Bris-
bane out-pacing Syd-
ney – and topline sales 
have been boosted by 
the opening last No-
vember of a new store 
in Canberra, which 
is trading 20% above 
expectations.

There are eight IKEA 
stores in Australia, 
including one owned 
by a franchisee, and a 
ninth is set to open in 
North Lakes, north of 
Brisbane, by the end 
of 2016. The North 
Lakes store will be 
Queensland’s second 
IKEA, adding to the 
existing location at Lo-
gan, south of Brisbane.

Mr Hood expects 
sales on the east coast 
of Australia to reach 
$1.8 billion or $1.9 
billion by 2020 as IKEA 
opens its new stores 
and online pick-up 
points. He said:

I do believe that sort 
of figure is more than 
achievable, especially 
now we see the online 
possibilities coming.

Last year, the retailer 
celebrated 40 years in 
Australia. Mr Hood 
told News Corp. the 
eventual plan is to 
make sure there’s an 
IKEA location within 
an hour’s drive of 85% 
of the eastern sea-
board.

http://goo.gl/FXysfb

retail  
update

IKEA Australia bets on digital
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Michael Ford, chief 
executive of appliance 
chain The Good Guys, 
said retailers were 
facing a millennial 
“tsunami”, with the dig-
itally savvy generation 
expected to account 
for 30% of discretion-
ary spending by 2020. 
Mr Ford told an Austra-
lia Israel Chamber of 
Commerce retail forum 
in Sydney recently: “We 
need to know how to 
deal with them”.

Digital technology 
and data analytics 
would force retailers 
to rethink not only 
what they stocked 
in bricks and mortar 
stores and online but 
how they marketed 
to, and communicated 
with customers, and 
measured productivity. 
He said:

Retail has been a pret-
ty sleepy old industry 

for the last 150 years 
and it’s really now at 
the technology fore-
front of change.

Today most retailers 
recognise productivity 
growth on sales per 
square metre and like-
for-like sales – technol-
ogy will enable retailers 
to measure customers 
on like-for-like growth. 
That’s probably one of 
the most significant 
changes retailers are 
going to see.

Measurements will 
move away from the 
box that you operate 
out of and your labour 
productivity to your 
share of wallet from 
an individual customer 
and what they gener-
ate on a year-on-year 
basis.

“Big data” would 
also shake up cus-
tomer relationship 
management (CRM), 

described by Mr Ford 
as “the most overspent, 
over-talked about and 
often over-capitalised 
initiative in retail”, 
and clarify the debate 
between traditional 
marketing such as cat-
alogues and television 
and digital marketing. 
He said:

Actuating what you 
derive from big data 
is going to make your 
CRM program much 
more effective. That’s 
going to be critical to 
growth.

For example, The 
Good Guys uses two 
data insights teams: 
one that mines point 
of sale receipts to see 
what categories and 
products are selling 
well and another that 
analyses how custom-
ers shop in its stores 
and those of other 
retailers. Mr Ford said:

Through these data 
insights ... instead 
of using all those 
seasoned cliches of 
satisfying the needs of 
the customer they’re 
actually going to be 
anticipating them – 
that in itself will be 
the most influential 
element of how they 
spend their marketing 
dollars.

He also acknowl-
edged the threat from 
Amazon, which is 
preparing to enter the 
Australian retail sector, 
but said local retailers 
had a “home team” 
advantage. He said:

Amazon is coming 
like a tsunami but 
it has ... struggled in 
Canada because of the 
tyranny of distance 
and Australia is a sim-
ilar sized country and 
logistics are challeng-
ing in this market.

At the same forum, 
Myer chief executive 
Richard Umbers said:

Amazon is fascinat-
ing and we can all 
learn from what they 
do but in our world 
it’s actually domestic 
bricks and mortar 
retailers getting online 
that are getting the 
biggest growth rates in 
Australia right now.

That’s because of the 
home team advantages 
of established custom-
er connections, your 
existing supply chain 
and supplier relation-
ships and your ability 
to be able to return 
products in your local 
market. I don’t think 
domestic bricks and 
mortar retail is down 
and out yet.

http://goo.gl/hdGpae

Retailers preparing for  
millennials

http://hnn.bz/
http://goo.gl/hdGpae 




20

hnn.bz

in this  
update:

Nick Pritchard 
talks about his 
return to Gale 
Pacific

Valspar 
launches 
digital 
platform

Spectrum 
Brands gets 
awards for 
packaging 
design

GWA may 
supply 
Bunnings UK

Chef 
Blumenthal to 
aid BBQ brand

Dulux partners 
with local IoT 
developers

Brickworks 
expects good 
results

Diversified building 
materials group Brick-
works has indicated 
better than expected 
earnings for FY2016, 
as a result of building 
activity and a higher 
contribution from its 
property development 
arm.

The company said 
it is also bringing 
forward some planned 
developments that will 
give earnings a further 
lift in the next finan-
cial year.

When releasing its 
half-year to January 
results recently, Brick-
works indicated that 
second half earnings 
would be in line with 
the first half, in which 
it posted an underly-
ing net profit of $75 
million.

Brickworks manag-
ing director Lindsay 
Partridge pointed to 

strong demand for 
building products on 
the east coast of Aus-
tralia. He said:

Momentum within 
the building industry 
continues unabated. 
The building products 
group is on track to 
deliver a significantly 
improved result for the 
full year.

The most recent 
trading update hasn’t 
changed the outlook, 
although on present 
indications, but the 
property arm is per-
forming a little better 
than expected.

When releasing its 
half-year results in late 
March, Brickworks said 
the east coast housing 
industry was operating 
at capacity, which was 
limiting prospects for 
further growth.

The value of home 
loans made in April 

declined 1.8%, due 
largely to a 5% drop in 
lending to investors. 
But an overall, high on-
going number of loans 
have been extended, 
signalling that under-
lying activity remains 
robust.

In the latest trading 
update, the company 
highlighted its prop-
erty development 
activities, particularly 
in western Sydney. Mr 
Partridge said:

The level of activity 
in western Sydney con-
tinues to drive demand 
at our Oakdale Estates 
and increase earnings 
from the property 
trust.

It also highlighted 
additional pre-commit-
ments at the Oakdale 
Central development 
west of Sydney, with 
plans now progressing 
for a new warehouse 

development to be 
completed early next 
year.

Later in 2017, Brick-
works said it expects 
to generate about $90 
million in income from 
the sale of property at 
Oakdale South, which 
is located nearby. 
Revenue will also 
come from the sale of 
27.9 hectares of land 
via its property trust, 
which includes the 
sale of seven hectares 
to Sigma Pharmaceu-
ticals and 6.4 hectares 
to Toyota Motor Corp 
Australia.

Following these sales, 
work at Oakdale South 
will focus on devel-
oping the remaining 
43 hectares of land 
to meet the pre-com-
mitment market, the 
company said.

Due to “strong de-
mand”, Brickworks said 
it would look to bring 
forward the develop-
ment of its land hold-
ing on Bakers Lane, 
Kemps Creek (“Oak-
dale West”), which is 
expected to provide an 
additional 90 hectares 
of developable land 
and could be ready for 
occupation by new 
tenants by mid to late 
2018, Mr Partridge said. 

http://goo.gl/EtPsro
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Gale Pacific chief ex-
ecutive Nick Pritchard 
told his unique story 
about coming back to 
the company in The 
Australian recently.

When Mr Pritchard 
walked into the 
Braeside offices of 
Melbourne shadecloth 
maker Gale Pacific in 
August 2013, he felt 
like he’d stepped into 
a time warp. A decade 
earlier he’d worked for 
Gale in the very same 
building as a market-
ing manager. Now he 
was a senior executive 
after being convinced 
to return He said:

My initial inclination 
was not to do it. But in 
the back of my mind 
I had aspirations to 
run a public company. 
There was so much 
potential at Gale Pa-
cific that had not been 
realised. I spoke to lots 
of customers and they 
counselled me against 
it. But one big custom-
er said, ‘Gale needs a 
person like you. You 
can fix it and we need a 
strong Gale’.

But my first day at 
the Braeside office as 
general manager of 
Australia and New 
Zealand was a shock. It 
had not changed from 
the day I left. There 
was even a picture of 
me in the boardroom. 
The photos on the 
walls were the same as 
when I left.

He also noted the 
company was 17 
days late shipping 
to customers during 

his first week in the 
job. Pritchard went 
about his role under 
chief executive Peter 
McDonald, who had 
taken over six years 
earlier from Gary Gale, 
son of Gale Pacific 
founder Harry Gale. 
Mr McDonald had 
done a lot to reduce the 
company’s debts and 
take it’s manufacturing 
offshore.

But it wasn’t long 
before Mr Pritchard 
was invited to pres-
ent at his first board 
meeting at the urging 
of the company’s 25% 
shareholder, billionaire 
Alex Waislitz’s Thorney 
Investment Group. He 
said:

I made the decision to 
tell the board every-
thing that was going 
on and what my vision 
for the group was. And 
it was an eye opener 
for the board. It was 
probably at the point 
they decide to make 
a change. After that 
board meeting I was 
asked to attend all the 
meetings even though I 
was not a director.

By August, Pritchard 
was managing director 
and in the subsequent 
two years he has 
taken the 65-year-old 
business on a back-to-
basics crusade. Gale’s 
key products are archi-
tectural shade fabrics, 
window shades, shade 
sails and horticultural 
and agricultural fabrics 
for crop protection, ir-
rigation, water storage 
and screening.

It also markets interi-
or window furnishings, 
glass DIY pool fencing, 
shower screens and 
other glass products 
but its focus now is on 
the fabrics business.

Fifteen brands have 
been cut down to four: 
three retail ones in 
Coolaroo (which is 
closely aligned with 
Bunnings), Everton and 
Zone Interiors, and its 
commercial brand Gale 
Pacific. Two brands 
have a global focus and 
two are centred on the 
Australia market. He 
said:

The key has been 
focusing on the things 
that we do particu-
larly well. And that is 
making high quality 
technical fabrics.

In February Gale 
reported a $3.2 million 
net profit compared 
to a $600,000 loss 12 
months earlier. It man-
aged to pay an interim 
dividend of 0.75c a 
share and forecast full-
year pre-tax earnings 
of $12 -$14 million, 
about 50% better than 
a year ago.

The share price 
has risen from 17c 14 
months ago to over 
the 33c-mark recently. 
And most importantly 
the firm has repaired 
its at-times troubled 
relationship with 
Bunnings.

The path hasn’t al-
ways been easy for Mr 
Pritchard. He explains:

Over the past 2-and-
a-half years I’ve had 
to get rid of half the 

workforce in Australia. 
But we needed to build 
a team of people who 
could look forward, 
not backwards. I used 
to look at the values 
that were sitting on the 
wall — the one in my 
office was all crinkled 
and pasted over. So 
we established new 
values. The key line 
was integrity — being 
trustworthy with our 
customers and suppli-
ers. Bunnings used to 
say we had an adver-
sarial relationship with 
them. We don’t want 
to be their adversaries, 
we want to be their 
partners.

More recently, Gale 
has had to cope with 
increasing costs from 
a weakened Austra-
lian dollar, which has 
seen costs rise in local 
currency terms. Mr 
Pritchard said he has 
developed a good rela-
tionship with Mr Wais-
litz’s “fix-it man“ Peter 
Landos, who joined the 
board in mid 2014.

Mr Pritchard admits 
the business is “not 
yet perfect”. “There 
is heaps to do. But 
we are changing this 
business,” he said. 
The questions relate 
mainly to the group’s 
international oper-
ations, its supposed 
growth engine.

Gale’s Coolaroo ga-
zebos and shade sails 
can be found on the 
shelves of US retail-
ers and the country 
represents its biggest 
opportunity. Small-

caps fund manager 
Matthew Kidman from 
Centennial Asset Man-
agement said:

The question the 
market is holding out 
for now is the offshore 
growth story. There 
is the perception that 
this is a low growth 
business.

Can he narrow down 
the overseas team’s 
focus and can he grow 
in the northern hemi-
sphere markets, espe-
cially in the US? That 
is what the market is 
thinking about. From 
the sales point of view, 
the US is the big prize.

Before a strong US 
export business can 
develop, Gale needed to 
get its manufacturing 
base right. In the past 
year, the company has 
rebuilt its Chinese 
factory in Ningbo, 
3-and-a-half hours’ 
drive from Shanghai, 
from the ground up.

Mr Pritchard said:
Fifty-four per cent of 

revenues come from 
Australia and New 
Zealand. The rest from 
offshore. But the latter 
is much more profit-
able. I’d love to see our 
offshore business be 
much bigger than our 
Australian. So instead 
of talking about the 
Middle East in general 
terms we need to focus 
specifically on the UAE, 
then Saudi Arabia, 
then Qatar.

http://goo.gl/Kg23Zp
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Packaging prizes for  
Spectrum Brands

The North Ameri-
can Retail Hardware 
Association (NRHA) 
has recognised Spec-
trum Brands and its 
pet, home & garden 
division for excellence 
in packaging for five 
of its products.

The AccuShot™ Con-
tinuous Power Spray-
er expansion, Spec-
tracide® concentrates 
and ready-to-use 
trigger sprayer range, 
Fire Ant Shield™ line, 
and Liquid Fence® 
brand relaunch were 
acknowledged at the 
annual NRHA awards 
expo in Las Vegas 
recently.

Spectrum Brands’ 
pet, home & gar-
den won packaging 
awards for shelf ap-
peal, innovation and 
design excellence.

The Spectracide Fire 
Ant Shield range took 
the gold award in this 
year’s competition. 
The newly launched 
products offer solu-
tions for controlling 
fire ants. They have 
a tougher look and 
carefully organised 
messaging to better 
meet the demands of 
homeowners with fire 
ant problems.

The Spectracide 
series of weed and 
insect control con-
centrates earned the 
silver award. With 
the addition of a side 
handle and easy-mea-
sure cap, the brand’s 

updated bottle design 
makes it simple for 
consumers to see it as 
a concentrate that it 
gets the job done.

The AccuShot 
Continuous Power 
Sprayer expansion 
also received a silver 
award. The successful 
launch of this sprayer 
in 2015 gave consum-
ers an intuitive, easy-
to-use sprayer with an 
extendable wand that 
allowed for precise 
bug and weed control 
where they needed it.

Also honoured 
with a silver award 
were the Spectracide 
ready-to-use trigger 
sprayers, which saw a 
bottle and front panel 
upgrade with modern, 
sleek curves and a 
much larger billboard 
to more effectively 
convey product bene-
fits to consumers.

Finally, the Liquid 
Fence brand relaunch 
received a silver 
award by NRHA. The 
brand’s assortment 
of repellents against 
deer, rabbits, dogs, 
cats, snakes and other 
animal pests was ham-
pered by an outdated 
look and too much 
label information. The 
award-winning rede-
sign elevates the line 
with a more appealing 
design, and provides a 
distinguished look to a 
brand already well re-
garded by consumers.

Paint brand Valspar 
has launched an inter-
active consumer paint 
resource dedicated 
to delivering person-
alised service to DIYers 
across the US. AskVal.
com offers a collection 
of complementary 
tools to guide the 
colour decision process 
including the first-of-
its-kind Valspar Pin-
terest Analyzer, free 
expert design advice, 
photo colour matching, 
colour personality quiz 
and free paint chip de-
livery. Heidi Petz, vice 
president of market-
ing for Valspar North 
America consumer 
division said:

This cutting edge 
website was developed 
as an extension of a 
core brand belief in 
helping consumers 
make a change for 
the better. We want to 
inspire and empower 
people to take on paint 
projects, big or small, 
and remind them 
that doing it yourself 
doesn’t mean doing it 
alone. Valspar is here 
to help throughout the 
entire painting process, 
starting with choosing 
the right colour.

AskVal.com is de-
signed to help people 

make confident colour 
decisions through a 
suite of personalised 
colour tools and con-
tent. By taking colour 
exploration cues from 
high-style industries 
such as fashion and 
cosmetics, the mo-
bile-first site shortens 
the amount of time 
shoppers spend on 
selecting colours for 
their paint projects.

Personality quiz 
AskVal.com provides 

an easy quiz option to 
help users identify co-
lours and palettes that 
fit their personalities. 
Additional inspiration-
al photos and colour 
trends information are 
easily accessible with a 
few clicks.

Valspar’s Pinter-
est Analyzer 

The key feature of 
the platform is its 
ability to help pin-
point the right colour 
for the project. The 
site’s photo matching 
application translates 
any image into Valspar 
paint colours, and the 
Pinterest Analyzer 
feature turns a user’s 
Pins into palettes by 
pulling out a user’s 
highest-trending 

colours for quick and 
easy inspiration. Petz 
said:

Pinterest is a frequent 
first stop for DIYers 
seeking project ideas, 
so this partnership 
was a natural fit and 
an integral part of the 
AskVal.com platform.

;Colour consultations
For shoppers who 

still need help making 
colour choices, AskVal.
com offers compli-
mentary online colour 
consultations. Valspar’s 
expert colour consul-
tants recommend a 
variety of personalised 
colour palettes based 
on the customer’s 
specific project needs, 
design tastes and co-
lour preferences.

Paint chip 
delivery

By providing free 
paint chip delivery to 
AskVal.com users, Val-
spar is bridging the gap 
between online colour 
browsing and in-store 
colour decisions. Con-
veniently delivering 
paint chips directly 
to the customer helps 
ensure that they visit 
their preferred store 
with colour decisions 
in hand.

Valspar’s digital service platform

http://hnn.bz/
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Bathrooms and kitch-
ens fittings supplier 
GWA Group has begun 
registering trademarks 
in the UK for a range of 
its most popular prod-
ucts. It is preparing for 
a potential earnings 
windfall from supply-
ing Bunnings’ recently 
acquired British home 
improvement retailer 
with toilets, taps, baths 
and sinks.

Recently appointed 
chief executive Tim 
Salt told The Austra-
lian the step to protect 
its branding was a pre-
cursor to preliminary 
talks with Bunnings as 
it sought to ride on its 
coat-tails into Britain, 
where Bunnings has 
bought Homebase, the 
second biggest retailer 
in the nation’s GBP38 
billion ($73 billion) 
hardware and home 
improvement sector. 
He said:

Bunnings are a very 
important customer of 
ours and if we can sup-
port their push into the 

UK we are keen to help. 
There is no commit-
ment at the moment 
but we figured it was a 
prudent thing to do.

Documents seen by 
The Australian show 
the ASX-listed GWA 
has registered trade-
marks with Britain’s 
Intellectual Property 
Office for the Dorf, Car-
oma, Fowler and Stylus 
brands. Mr Salt said:

We have been a 
longstanding client of 
Bunnings and if that 
sort of creates opportu-
nities for us, we would 
love to seize them. Bun-
nings obviously have 
to get their feet under 
the table and work out 
what they want to do 
there, but if the oppor-
tunity arises, then we 
keen to have a go at it. I 
suspect others (suppli-
ers) will be doing the 
same as us.

Bunnings’ entry 
into the huge British 
hardware and home 
improvement market 
could be a bonanza for 

suppliers that enjoy 
a strong relationship 
with Bunnings, with 
the potential to also 
supply the 265 Home-
base stores across 
Britain and Ireland.

Mr Salt said some of 
his products already 
stocked in Bunnings, 
such as Caroma bath-
room products or Dorf 
taps and showers, had 
a proven track record.

Bunnings know the 
quality of our brand, 
they understand how 
we operate, they have 
reassurance around 
that, service, quality, 
innovation, etc. and I 
think those things will 
be relevant in the UK 
market for Bunnings.

GWA sells more than 
95% of its products in 
Australia, and a push 
into Britain via Home-
base could prove a new 
and highly lucrative 
export channel.

http://goo.gl/OKcLCq

Consumer goods 
manufacturer and 
distributor, Shriro 
has signed a deal with 
celebrity chef Heston 
Blumenthal to develop 
barbeque technology 
under the Everdure 
brand, reports Appli-
ance Retailer. CEO 
Mike Westrup believes 
Mr Blumenthal and 
charcoal cooking 
will ignite the global 
barbeque market. He 
said:

Unlike the in-home 
or indoor cooking 
segment that is domi-
nated by several [well-
known] brands such as 
Whirlpool, Miele and 
Bosch Siemens, the 
barbeque market is 
very fragmented and 
very large.

There are two 
platforms here – we 
see there is an oppor-
tunity with a lot lower 
barriers to entry than 
within the indoor 
cooking segment. Just 
as importantly, we are 
taking a more interna-
tional view than just 
Australia and New 
Zealand…the northern 
hemisphere and other 
parts of the southern 

hemisphere are much 
larger and this allows 
us to expand the busi-
ness through diversi-
fication and this also 
de-risks the business.

Specifically, Westrup 
sees is an opportunity 
in the charcoal cate-
gory of the barbeque 
market. He said:

Charcoal is quite 
amazing. The biggest 
problem with charcoal 
products has been 
ignition. With a lot 
of consumers using 
charcoal, they want to 
have a barbeque and 
when the wind was 
blowing they couldn’t 
get it lit. We have de-
veloped a quick-light-
ing system which will 
have you cooking with 
charcoal within seven 
minutes.

Westrup confirmed 
that the new range of 
both charcoal and gas 
Everdure by Heston 
Blumenthal barbe-
ques will be launched 
at the Spoga outdoor 
trade fair in Cologne, 
Germany in Septem-
ber. They will become 
available in Australia 
following this event.

http://goo.gl/vBXzL9
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The STIHL Group has 
secured a “substantial” 
minority share of the 
Globe Tools Group, 
a China-based man-
ufacturer of corded 
and cordless outdoor 
power tools under its 
Greenworks brand. 
STIHL executive board 
chairman Dr. Bertram 
Kandziora said in a 
statement:

Our stake in Globe 
Tools means we are 
systematically consol-
idating our strategy in 
the growing market for 
cordless power tools. 
We will utilise syner-
gies in the development 
and production of 
cordless products.

Owner and managing 
director of the Globe 
Tools Group, Mr. Yin 
Chen, said:

We are pleased that 
we will have STIHL on 
board in the future as 
a strong and reliable 
partner. This involve-
ment is a milestone in 
our growth story.

Globe Tools is a 
supplier of power tools 

to customers mainly 
in North America and 
Europe. STIHL creates 
products for profes-
sionals in forestry and 
agriculture, landscape 
care and the construc-
tion industry as well as 
consumers.

The two companies 
complement each 
other in the market for 
cordless and corded 
electric power tools 
and intend to create 
achieve gains in effi-
ciency. Dr. Kandziora 
said:

This move enables us 
to quickly expand the 
STIHL cordless product 
line for the customers 
of our servicing dealers 
in the entry-level 
segment and offer high 
class products in STI-
HL quality at competi-
tive prices.

Moreover, STIHL 
will make use of the 
“favourable” produc-
tion costs of Globe 
Tools in China, as well 
as the procurement of 
components. 

Along with the fresh 

injection of capital to 
fuel further growth, 
Globe Tools said it 
expects to benefit 
significantly from 
STIHL’s many decades 
of experience in the 
industry.

Mr Chen runs the 
Globe Tools Group 
as a family business. 
It has a high level of 
vertical integration 
and produces around 
eight million cordless 
and corded electric 
products annually. 
Turnover last year 
amounted to USD325 
million, according the 
company.

The Globe Tools 
Group has a work-
force of around 4,000 
people in Hong Kong, 
Changzhou (China), 
North Carolina (USA), 
Newmarket (Canada), 
Moscow (Russia) and 
Cologne (Germany). Its 
manufacturing opera-
tions are in Changzhou 
while the company’s 
US distribution head-
quarters are based in 
Mooresville, North 
Carolina.

Terms of the deal 
ha have not disclosed 
nor was the size of the 
stake in Globe Tools 
that Stihl purchased. 
Approvals from 
antitrust and other 
authorities in several 
countries still have 
to be granted before 
the transaction can be 
completed.

Dulux partners 
Melb. startup

Local startup Palette has worked with Dulux 
to develop the Snapshot after participating in 
the 2013 Melbourne Accelerator program. 

Dulux Snapshot allows users to match any 
surface to a colour from Dulux’s “World of Co-
lour” that has over 4,500 colours. It helps solve 
the problem of accurately identifying colours 
on real-world surfaces, such as walls. Palette 
CEO Djordje Dikic told Gizmodo:

We’re working with Dulux to take colour to a 
new level. Snapshot saves time, reduces errors, 
all while being incredibly easy to use.

The idea of the product came about when one 
of the founders of Palette was renovating his 
parents’ home. The task of matching the colour 
of a wall proved a little trickier than seemed 
necessary, and so the idea for Palette was born. 
A Kickstarter campaign was launched, $150,000 
was raised and the rest, as they say, is history. 
Dulux marketing and innovation director, Helen 
Fitzpatrick said:

We are thrilled to bring this innovative technol-
ogy to the Australian industry. Dulux Snapshot 
will enable everyday colour inspiration to now 
be accurately translated into any project or cre-
ative pursuit. It’s important to us as a company 
to support local talent and ideas.

Palette pairs with iOS and Android devices, 
with a corresponding app that lets users save 
colour matches, organise colours into project 
groups and rename colours to something that 
is easier to remember. Users can also share their 
Dulux Snapshot colour selections via email or 
social media.

http://goo.gl/4smisG
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New Saint-Gobain logo

Saint-Gobain un-
veiled a re-designed 
logo at its Annual 
General Meeting in 
Paris recently. It is a 
new interpretation of 
the “bridge” symbol 
that has represented 
the company for over 
40 years.

The latest logo also 
incorporates a vibrant 
skyline illustrating the 
group’s brand territory 
of “living places”. Warm 
and bright colours 
have been used to cre-
ate a more emotional 
connection with end 
consumers.

It represents a 
different positioning 
for the brand, based 
around its promise to 
“design, manufacture 
and distribute ma-
terials that improve 
the wellbeing of both 
individuals and society 
as a whole”. Chairman 
and CEO Pierre-Andre 
de Chalendar said:

At Saint-Gobain, our 
materials and solutions 
are designed to help 
increase the comfort of 
people today, wherever 
they live, work and 
travel. But we need to 
do this sustainably, 
helping to safeguard 
the planet for future 
generations. For us, 
these aspects of wellbe-
ing are complementary, 
two sides of the same 

coin.
The shift in brand 

positioning underlines 
the group’s commit-
ment to creating a 
stronger connection 
with its customers. 
Better informed 
through digital media, 
consumers play an 
increasingly important 
role in specifying the 
products that are used 
in their projects.

Saint-Gobain wants 
to explain how its ma-
terials and solutions 
contribute to daily 
life, through its brand 
values that focus on 
“expertise in materials, 
a culture of innovation, 
an understanding of 
customer needs and 
an approach based on 
openness and respon-
sibility”. Mr de Chalen-
dar added:

We need to be more 
visible to end consum-
ers. Today’s strong 
brands demonstrate 
the value they bring to 
people. I want everyone 
to know what Saint-
Gobain stands for, and 
the role our brands 
play in daily life.

Door and window 
maker JELD-WEN has 
filed for an initial pub-
lic offering. Canadian 
private-equity firm 
Onex Corp. bought 
a 58% stake in JELD-
WEN for USD700 
million in 2011. The 
Wall Street Journal 
reported in August 
that JELD-WEN was 
working on an IPO 
that could value the 
company as high as 

USD4 billion.
JELD-WEN is head-

quartered in Charlotte, 
North Carolina (USA) 
and posted a USD90.9 
million profit last year, 
after several years of 
net losses, according 
to the filing. Revenue 
in 2015 was USD3.38 
billion, down from 
USD3.51 billion the 
previous year.

JELD-WEN’s recent 
purchases include 

Aneeta, an Australian 
maker of sashless win-
dow systems; Dooria, 
a door manufactur-
er serving Sweden 
and Norway; and 
LaCantina Doors, a 
California-based door 
systems company.

JELD-WEN filed to 
offer USD100 million, 
but that is a placehold-
er amount likely to 
change. 

http://goo.gl/8qU6TP
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in this  
update:

John Gillam 
puts in an 
appearance at 
the Global DIY 
summit

B&Q launches 
new concept 
store

europe update

B&Q has officially 
launched its first 
new-concept home 
improvement store at 
Cribbs Causeway in 
Bristol. The first of its 
kind in the UK, B&Q 
Cribbs Causeway is 
bigger and brighter, 
offering customers 
over 2,500 exclusive 
products.

Significant invest-
ments have been made 
in categories such as 
lighting, paint, home 
decor, tiling, bath-
rooms and kitchens. 
Customers can choose 
from larger ranges, and 
highly visual, inspira-
tional and informative 
displays are designed 
to help them better 
able to do-it-them-
selves.

The new-concept is 

the first of four stores 
trialling a combination 
of the best elements 
of DIY from across the 
Kingfisher group. It 
is the result of close 
cooperation between 
B&Q and Castorama, 
B&Q’s sister company 
in France.

The Cribbs Causeway 
store has been chosen 
as the UK location for 
this unique project, 
which has taken six 

months to complete. 
The other three stores 
in the project will 
open later this year 
in France, Poland and 
Russia. B&Q CEO Mi-
chael Loeve said:

This newly upgraded 
store will shape the fu-
ture of home improve-
ment shopping. The 
project has been a huge 
undertaking for B&Q 
and we’re delighted to 
see it come to fruition….

B&Q Cribbs Cause-
way store manager, 
Matt Cook, said:

B&Q has never 
attempted a project on 
this scale before and 
the impact is evident. 
We have created an 
environment where 
customers can come 
to feel inspired…We’ve 
already had amazing 
feedback from custom-
ers who have seen the 
work done to date, and 
I’m incredibly proud 
of what our team has 
achieved at Cribbs 
Causeway.

The store remained 
open throughout its 
makeover, with many 
of its new features 
kept under wraps until 
its grand reopening.

The fourth annual 
Global DIY Summit 
took place in Stock-
holm, Sweden recently 
at the Waterfront 
Congress Centre. 
This year’s theme, “A 
Disruptive World – 
New Trends in Home 
Improvement” fea-
tured speakers discuss-
ing the challenges of 
retailing and supplying 
DIY goods in today’s 
market. 

The main programme 
kicked off with King-
fisher CEO Veronique 
Laury giving a keynote 
speech on the disrup-

tive world of DIY retail, 
incorporating six expe-
riences. She said:

Changing the 
mindset, changing the 
way we measure and 
reward performance, 
changing the way we 
look at the customers, 
changing the way we 
interact with custom-
ers and what is not 
changing, namely 
being purpose lead.

This was followed by 
a presentation from 
Bunnings CEO John 
Gillam on best practice 
for team leadership 
and the company’s 

plans for 2017. Jennie 
Stenbom from Finnish 
retailing conglomerate 
Kesko spoke about 
developing a high 
performance culture 
and Chris Roebuck of 
Cass Business School 
discussed how to lead, 
engage and deliver 
maximum perfor-
mance.  

Keynote speakers 
from the second day of 
the summit included 
online experts John 
Gerosa, sales director 
for Google Germa-
ny and Kris Beyens, 
vice-president –oper-

ations for eBay EMEA 
(Europe, the Middle 
East and Africa).

These presentations 
were followed by 
Thomas Roeb from the 
University of Bonn-
Rhein-Sieg, Reiner Zuy-
dgeest from USP and 
Mark Herbek, partner 
and senior research 
analyst at Cleveland 
Research Company 
who gave delegates 
a discussion on the 
impact of disruption 
on DIY. 

http://goo.gl/J91Bdy

B&Q reveals new 
concept store

John Gillam at Global DIY Summit

http://hnn.bz/
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in this  
update:

Ace Hardware 
tops customer 
ratings

Lowes gets 
involved with 
Google’s 
Tango

The Home 
Depot 
improves 
online order 
logistics

usa update

The Home Depot 
is expanding its Buy 
Online Deliver From 
Store, or BODFS 
service. This means it 
will need more last-
mile transportation 
capacity to deliver 
everything from power 
tools to drywall and 
paving stones.

Rolling out its BODFS 
service “means our 
stores are a fulfillment 
option as well” said 
Stephanie Smith, vice 
president of direct ful-
fillment and delivery 
for The Home Depot. 
“This is one more bow 
in our quiver to sup-
port our customers.”

Since 2009, Home 
Depot has pursued 
a strategy it called 
“interconnected 
retail” that blends its 
brick-and-mortar and 
e-commerce business, 
a strategy empowered 
by widespread use of 
smartphones. BODFS 
is the latest extension 
of that strategy. Ms 
Smith said:

From a Home Depot 
associate perspective, 
this takes a lot of 
complexity away from 
scheduling deliveries. 
For customers, it not 
only makes it easier to 
schedule deliveries in 
the store, but online. 
We’re creating an 
interconnected space 
between the website 
and stores.

More consumers are 
going to websites be-

fore heading to stores. 
A customer planning 
a trip to Home Depot 
could click on an item 
online, a grass edg-
er, for example, and 
receive a text with the 
exact location of that 
item in the store. Ms 
Smith said:

We’re very focused on 
the interconnectivity 
between mobile phones 
and stores. More and 
more of our custom-
ers are walking into 
the store with smart 
phones. With BODFS, 
however, the retail 
store comes to the cus-
tomer, delivering goods 
to homes or work sites.

Home Depot has been 
testing the service 
regionally and expects 
to roll it out through-
out the US by the end 
of the year. Demand at 
many stores exceeded 
initial expectations, 
she said, which put 
pressure on delivery 
capacity.

Although the retailer 
didn’t come up short 
on home-delivery 
trucks or drivers, “we 
had to adjust our 

expectations about 
delivery capacity,” Ms 
Smith said.

We’ve been able to do 
that market by market 
by working with a net-
work of regional and 
national carriers.

Last-mile delivery 
requires more than ve-
hicles that can handle 
oversized, over-dimen-
sional loads and deliver 
to residential address-
es. It requires drivers 
that not only drive 
vehicles but can install 
products.

Schneider, the largest 
privately owned US 
truckload carrier, 
recently acquired 
Watkins & Shepard, 
a trucking company 
specialising in difficult 
deliveries of home 
products, including 
furniture and flooring, 
and Lodeso, a technol-
ogy company focused 
on last-mile logistics. 
Mark Rourke, execu-
tive vice president and 
chief operating officer 
of the USD4 billion 
transportation compa-
ny, said:

Online shopping is no 

longer constrained by 
the size of the product. 
Furniture and appli-
ances are among the 
fastest growing seg-
ments of e-commerce. 
We put that all togeth-
er and decided we need 
to get in front of that.

At Home Depot, Ms 
Smith oversees a last-
mile transportation 
team. She said:

Their job is forecast-
ing demand and work-
ing with our carriers 
to ensure we have the 
available capacity. 
We’re using box trucks 
and flatbed trucks. A 
lot of it comes down to 
forecasting.

The flatbed trucks in 
particular are used to 
haul heavier products 
and construction mate-
rials to the building 
sites of Home Depot’s 
professional custom-
ers. Ms Smith said:

We expect a heavy 
pro market penetra-
tion, but we’re still in 
the early days. A lot of 
customers are utilising 
BODFS for bigger, bulk-
ier things such as a 
ride-on tractor, pavers, 
mulch, dry wall.

As the rollout contin-
ues from store to store, 
“we’re only going to go 
as fast as we need to 
and ensure we main-
tain excellent custom-
er service and have the 
capacity we need,” she 
said.

http://goo.gl/1rSv9c

Home Depot moves 
closer to customers

http://hnn.bz/
http://goo.gl/1rSv9c
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The J.D. Power 2016 
US Home Improvement 
Retailer Store Satisfac-
tion study ranked Ace 
Hardware “Highest in 
Customer Satisfaction 
among Home Improve-
ment Retail Stores” for 
the tenth year in a row.

The J.D. Power study 
is based on responses 
from nearly 2,995 con-
sumers who purchased 
home improvement 
products or services in 
the previous 12 months. 
Ace Hardware ranked 
highest among major 
retailers with an overall 
satisfaction index score 
of 810 on a 1,000-point 
scale. According to con-
sumers, Ace performs 
particularly well in the 
categories of staff and 
service, as well as store 
facility.

The score is based on 
performance in five 
areas: merchandise, 
price, sales and promo-

tions, staff and service, 
and store facility. Ace 
Hardware president 
and CEO, John Venhui-
zen said:

Given the impressive 
list of retailers with 
which we compete, 
in no way do we take 
our tenth consecutive 
J.D. Power award for 
granted. My grateful 
and sincere thanks goes 
to the consumers who 
have honoured us with 
this award, the Ace 
team who never ceases 
to amaze me and most 
importantly, our front-
line, red-vested heroes 
who so passionately 
serve our customers.

In 2015, Ace Hard-
ware launched the Ace 
Center for Excellence, 
a division created to 
help businesses and 
organisations around 
the world improve 
upon their customer 
experience utilising 

Ace’s award winning 
approach.

Through keynotes 
and workshops, the 
centre shares the 
strategies and princi-
ples that help leaders 
cultivate, and team 
members to contribute 
to, a culture of custom-
er service that exceeds 
the consumer’s evolv-
ing expectations of 
helpfulness.

Lowe’s Tango AR app for projects

Lenovo Group recently unveiled the first 
smartphone compatible with Google’s Project 
Tango, a technology designed to measure and 
map surrounding objects and spaces. Leno-
vo’s PHAB2 Pro has all of the right sensors 
and other assorted software and hardware to 
make Google’s Tango work.

At its Tech World conference, Lenovo 
revealed not only the large phone itself, but 
one of the first third-party, consumer-facing 
augmented reality apps made to run on its 
enormous 6.4 inch screen; an app from home 
improvement retailer Lowe’s.

The new app from Lowe’s is made to work 
hand in hand with Tango to make it easy to 
preview any home improvement projects and 
pieces of furniture or appliances, seeing exact-
ly how they’ll look in a home through Tango’s 
advanced augmented reality technology.

The app can check out the measurements 
and materials in a home to let users see exact-
ly how something will or won’t fit, or how new 
carpet or flooring may look. Just about any 
improvement is assumed to be fair game, from 
checking out a new shower curtain and toilet 
along with a small rug, to using terra cotta 
instead of wood for your floors.

Lowe’s Vision app provides a real-world 
solution not only for interior designers, but 
also DIYers who are looking to spice up their 
houses on their own.

Not much more information was released, 
but it’s safe to assume that the app will have 
some kind of integration with Lowe’s product 
catalogue to ensure that users who preview 
something will actually be able to buy it.

On top of offering up an app for Tango, it 
was revealed that Lowe’s will be selling the 
PHAB2 Pro in their stores. The large handset 
will come to users unlocked, for the price of 
USD500.

http://goo.gl/KBR9bC

Ace Hardware tops  
customer rankings

http://hnn.bz/
http://goo.gl/KBR9bC
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Metcash posts 
OK results

Mitre 10 sales 
growth low

Mitre 10 EBIT 
growth high

10 stores  
join and 28  
retailers leave 
Mitre 10

Possible new 
marketing 
message: “Best 
store in town”

Australian retail 
wholesaler Metcash 
has reported its results 
for its latest financial 
year (FY), from 1 May 
2015 to 30 April 2016. 
Unusually, while the 
company has pro-
vided presentation 
slides for a financial 
analyst briefing, there 
appears to have been 
no such briefing as 
yet, so this report is 
based on the prelimi-
nary results and those 
slides. Should an actual 
presentation come to 
light, HNN will provide 
a supplemental report.

For its overall opera-
tions, the company has 
provided results that 
would be described as 
poor for most whole-
sale sectors, but for the 
grocery sector, which 
makes up the bulk of 
Metcash’s revenue, the 
result might best be 
described as average 

and acceptable. Totals 
sales for FY 2016 were 
AUD13,541.3 million, 
up from AUD 13,369.8 
million in the previous 
corresponding period 
(pcp), which was FY 
2015, a gain of 1.28%. 
Underlying profit be-
fore tax was AUD248.4 
million up by 2.56% 
on the pcp. Earnings 
before interest and tax 
(EBIT) in FY2016 were 
AUD275.4, down 7.37% 
on the pcp.

The decline in EBIT 
reflects increased costs 
of sales. As Metcash 
stated in its comments:

There was continued 
improvement in both 
the Liquor and Hard-
ware Pillars, that was 
more than offset by 
the decline in Food & 
Grocery, reflecting the 
planned investment 
in price by the Super-
markets business and 
a deterioration in the 

performance of the 
Convenience business.

The underlying profit 
numbers benefitted 
from a decrease in 
finance costs, which 
were AUD27.0 mil-
lion for FY2016, and 
AUD55.1 million for 
FY2015. The sale of 
the automotive assets 
netted the company 
AUD242.1 million be-
fore tax. Further asset 
sales provided another 
AUD57.3 million. This 
enabled the company 
to decrease its lever-
aging. 

The overall profit for 
FY2016 was AUD216.5 
million. The profit for 
FY2015 was a loss of 
AUD384.2 million, due 
to a substantial write-
down.

The only other 
number that seems 
particularly significant 
for Metcash as a whole 
was an increase in sal-

aries and wages, which 
reached AUD480.1 
million for FY2016, up 
from AUD453.1 million 
in FY2015, an increase 
of 6.0%.

Metcash announced 
that it plans to 
recommence paying 
half-yearly dividends 
as of the end of the 
2017 financial year.

Mitre 10
Mitre 10 managed to 

produce quite good re-
sults. Sales revenue for 
FY2016 was AUD1056.6 
million, up by 0.78% 
on the pcp. EBIT was 
AUD32.8 million up 
8.97% on the pcp. 
Growth in like-for-like 
store revenues was 
reported as 2.5%. 

As the background 
growth in retail sales 
for hardware grew 
by 7.9% between 
Metcash’s FY2015 and 
FY2016, the result 
would tend to indicate 
that overall Mitre 10 
has lost some market 
share during this past 
year.

FY2016 began with 
327 stores signed up to 
Mitre 10. A further 10 
stores joined during 
the year, while 28 
chose to leave, so that 
the year ended with 
378 stores attached 
to the banner. True 
Value Hardware stores 
changed little, going 
from 69 to 68.

The company intends 

Metcash/Mitre 10  
results FY 2015/16

AUD millions
Metcash 2015/2016 

full year
2014/2015

 full year
Change

Sales Revenue 13,541.3 13,369.8 1.28%

Underlying profit before tax 248.4 242.2 2.56%

EBIT 275.4 297.3 -7.37%

Reported profit after tax 216.5 -384.2
Mitre 10

Sales Revenue 1,056.6 1,048.4 0.78%

EBIT 32.8 30.1 8.97%

Growth in like-for-like stores 2.5%

http://hnn.bz/
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to intensify its efforts 
to cut costs, with an 
end target of taking 
AUD100 million out 
of the business, and 
an interim target for 
FY2017 of removing 
over AUD20 million 
in costs. The goal is 
to then use these cost 
saving to fund further 
expansion in the busi-
ness itself.

Marketing
A new twist in 

Mitre 10 marketing 
which shows up in 
its financial reports 
is the phrase “Best 
Store in Town”. It is 
not possible to tell if 
this is a marketing 
phrase used to attract 
potential members to 
the banner, or if this is 
destined to replace the 
retailers’ current mar-
keting phrase “Might 
Helpful Mitre 10”.

Joint ventures
Appendix B to the 

financial statements 
note that Metcash 
acquired a controlling 
interest in two hard-
ware retailers during 
FY2016, Northern 
Hardware Group and 
Timberten Pty Ltd. The 

company now owns 
84.7% of Northern 
Hardware Group, and 
100% of Timberten. 
Note 8 to the Metcash 
financial statements 
shows that the compa-
ny no longer has a joint 
venture with hardware 
retailer BRJ Pty Ltd. It 
previously held a 36% 
share.

The 2015 financial 
statements noted Met-
cash had entered into 
joint ventures with G 
Gay Hardware Pty Ltd, 
and Woody’s Timber 
& Hardware Pty Ltd. 
These joint ventures 
(JVs) continue, along 
with JVs with Waltock 
Pty Limited and Ban-
ner 10 Pty Ltd.

Analysis
In terms of Mitre 10 

itself, one imagines 
that the managing 
director of Metcash, 
Ian Morrice, must be 
very pleased with the 
Mitre 10 CEO Mark 
Laidlaw and his team. 
They have managed 
to deliver just what 
Metcash, as it faces 
troubled times in its 
IGA business, needs: 
contained costs and a 

good EBIT result.
What is less clear is 

whether this particu-
lar role is really what 
is best for Mitre 10 as 
a company, and for 
the members who 
have signed up to 
the banner. HNN has 
noted that marketing 
efforts seem often to be 
well-designed, but ulti-
mately so constrained 
by cost control that 
they are not as effec-
tive as they could be.

Speculation con-
tinues about wheth-
er Mitre 10 will be 
combined with HTH 
Group stores, either 
within Metcash, or in 
an external company, 
the latter move possi-
bly funded by one or 
more groups of private 
capital investors. This 
result may very well 
help to encourage 
those moves, as it is a 
clear indication of a 
business that has more 
potential than is being 
made use of by its 
current owner.

Masters exit
The exit of Masters 

from retailing is likely 
to have some negative 

effects on sales for 
Mitre 10 during the 
first half of its FY2017. 
Masters would seem 
to be in the second 
stage of what will most 
likely be a four-stage 
discount sell-out. We 
can expect further, 
deeper discounts, likely 
in around mid-Au-
gust 2016, followed by 
very steep discounts 
probably some time in 
October 2016.

During the second 
half of its FY2017, how-
ever, there should be 
some sales positives, as 
consumers seek out an 
alternative to Masters 

stores. It will be inter-
esting to see if Mitre 10 
is able to ramp up its 
marketing during this 
period, and so help its 
member stores grow 
their sales.

companies

Distribution of Mitre 10 stores around Australia.

Click ad to visit hbt.net.au

Metcash results FY 2015/16
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AUD millions

Category 2015/2016 
full year

2014/2015
 full year

Change

Sales Revenue 2,298.8 2,023.4 13.61%

Earnings Before Income Tax 
(EBIT) excluding significant 

items

276.8 235.4 17.59%

Net Profit after Tax (NPAT) 166.0 146.7 13.16%

Statutory Net Profit after Tax 142.3 125.5 13.39%

Earnings per share (diluted) $0.280 $0.246 $0.034

Building Products EBIT 169.1 120.9 39.87%

Glass EBIT 8.1 3.1 161.29%

Aluminium EBIT 104.1 104.3 -0.19%

Property EBIT 23.3 30.2 -22.85%

CSR results FY 2015/16

New products/ 
product 
categories 
enable CSR to 
take advantage 
of growth in 
multi-unit  
construction

PGH Bricks JV 
performing to 
expectations

Viridian Glass 
shows positive 
growth

Aluminium 
returns flat 
results in 
challenging 
market

Property  
results positive, 
pipeline 
promises 
improved 

CSR has returned 
strong results for its 
2015/16 financial year, 
which ran from 1 April 
2015 to 31 March 2016. 
Net profit after tax 
(NPAT) came in at 
AUD166 million, up by 
13.16% from the results 
for the previous corre-
sponding period (pcp), 
which was the CSR 
financial year running 
from 1 April 2014 to 31 
March 2015.

These results and 
CSR’s well-formulated 
forecasts for FY 2016/17 
reflect the mixed con-
ditions that are likely 
to prevail over the 
next year to two years.

While the market 
forces which have 
contributed to this 
performance are near-
ly all quite positive for 
CSR, for the hardware/
home improvement 
retail industry there 
are some negatives as 
well. 

Results
Sales revenue for 

CSR was AUD2,298.8 

million, up by 13.61% 
over the pcp. Earnings 
before interest and 
taxation (EBIT) for 
the overall company 
(excluding significant 
items) was AUD276.8 
million, up by 17.59% 
over the pcp. CSR’s 
chief financial officer,  
Greg Barnes, pointed 
out that the results 
include a contribution 
from PGH Bricks, a 
joint venture formed 
with Australian build-
ing products company 
Boral, of which CSR is 
a 60% owner. 

This has been in 
operation for a year 
as of May 2016, and is 
responsible, according 
to Mr Barnes, for up 
to 5.0% of the growth, 
which means EBIT 
growth for CSR  
alone would be around 
9.0%.

The strongest con-
tributor to this EBIT 
result was its building 
products division, 
returning AUD169.1 
million, up 39.87% over 
the pcp. Mr Barnes in-

dicated that, excluding 
the PGH Bricks con-
tribution, EBIT would 
have risen by 28%.

CSR was also pleased 
by the result from its 
Viridian glass prod-
ucts division, which in-
creased its EBIT from 
AUD3.1 million in the 
pcp, to AUD8.1 million 
in the reporting year, 
a rise of 161.29%. CSR’s 
aluminium operations 
returned an almost 
flat EBIT at AUD104.1 
million. EBIT for its 
property division 
-- which is largely 
dependent on timing 
of sales -- fell by 22.85% 
over the pcp, coming 
in at AUD23.2 million.

Growth  
contributors

Speaking at an 
earnings conference 
call for investment an-
alysts held in Sydney, 
Australia on 11 May 
2016, the managing 
director of CSR, Rob 
Sindel, outlined three 
main drivers of CSR’s 

good performance for 
its FY 2016.
• The first was the 

strong result in 
building products, 
which has been sup-
ported by strong 
market demand, but 
also by better mar-
gins, and growth in 
both new products 
and new categories, 
Mr Sindel stated.

• The second driver 
was what Mr Sindel 
referred to as “re-
cent transactions”, 
which include the 
positive results 
from PGH Bricks.

• The third driver 
was what Mr Sindel 
sees as a good per-
formance from both 
the aluminium and 
property divisions 
of CSR.

Building products 
growth

Regarding the 
growth in its building 
products division, Mr 
Sindel offered the fol-
lowing comments:

Our forecast growth 
in multi residential has 
actually been much 
stronger and has accel-
erated as we’ve seen in 
the last 12 months. We 
identified this as a key 
opportunity due to our 
lower relative share in 
this segment. That’s, 
of course, compared 
to our traditional high 
market share in the 
detached market.

The main drivers 
of growth in multi 
residential included 
the increase in cost of 
land, combined with a 
desire by young people 
and -- for everyone to 
have a higher pro-
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portion of inner city 
living. So combined 
with increasing labour 
costs and trade short-
ages, this meant that 
the industry needed 
to develop smarter, 
faster and easier ways 
to construct buildings, 
less reliant on the tra-
ditional construction 
trades.

So we’ve developed 
our strategy to help 
solve these issues, 
particularly with the 
growth in Hebel, the 
acquisition of AFS and 
with new products 
like the Velocity offsite 
walling system.

The end result of the 
improved market, and 
selling both a higher 
margin product mix 
and increased volume 
was an EBIT margin 
of around 11.5% in the 
second half of CSR’s 
FY 2015/16, according 
to Mr Sindel.

PGH Bricks
This joint venture 

with Boral has per-
formed well for CSR. 
Its overall earnings 
were AUD37 million, of 
which AUD22 million 
accrued to CSR. The 
joint venture has 
resulted in operation-
al savings of AUD2.7 
million so far, accord-
ing to Mr Sindel, and 
he expects it will fully 
realise the projected 
AUD10 million in an-
nual savings.

Aluminium and 
property

The aluminium divi-
sion saw an incres of 
4% in its sale tonnage. 
Sales increased by 4% 
over the pcp to reach 
AUD2,525 million 
(including hedging), 
down 4% on the pcp. 
Mr Sindel pointed to 
better operational 

efficiencies coming on-
line at CSR’s Tomago 
smelting operation, 
which is located 13km 
west of Newcastle, 
New South Wales.

The property result 
was achieved through 
the sale of New Lynn 
in Auckland, New Zea-
land, along with the 
property at Chirnside 
Park, a residential 
development 35km 
to the east of Mel-
bourne, Victoria. Mr 
Sindel said this latter 
project was around 
halfway through its 
expected total sales 
target. Some 263 lots in 
the 533 development 
have been sold, and a 
further 100 contracts 
exchanged.

Mr Sindel also men-
tioned future devel-
opments at Schofields 
and Horsley Part in 
western Sydney. These 
are properties former-
ly used in the produc-
tion of bricks, which 
have been vacated 
on the formation of 
the PGH Bricks joint 
venture.

Viridian glass 
products

Viridian provided 
AUD 301.3 million in 
sales, up by 8% on 
the pcp. The growth 
has been driven by 
a maturing business 
that has been targeted 
at commercial dou-
ble-glazed windows 
and coated glass 
products. Mr Sindel 
mentioned in par-
ticular the Viridian 
LightBridge product. 
This is a coated and 
double-glazed product 
designed for use in res-
idential construction. 

Mr Sindel also 
pointed to Viridian’s 
ongoing growth in 

the New Zealand 
market, where CSR is 
working to acquire the 
outstanding 42% of 
its New Zealand glass 
venture.

Forecasts
In looking ahead, 

Mr Sindel pointed out 
that Australian build-
ing approvals were 
now over 230,000 in 
the year to March 2016, 
with building starts 
lagging behind. When 
asked by an analyst 
whether he believed 
that the numbers gave 
support to the idea 
there were constraints 
on the construction 
industry, Mr Sindel 
said that he believed 
the major constraint 
was the availability of 
good quality con-
struction tradespeo-
ple. He said the high 
level of demand in the 
multi-dwelling (apart-
ment) market was 
creating a shortage 
in detached as well. 
He indicated that this 
might be particularly 
the case when it came 
to bricklayers. 

CSR Presentation Slides

Slide 6, detail. CSR associates the ongoing increase in 
high-denisty multi-residential building with increased 
demand for construction workers in Australia.

Slide 7. CSR has changed its product composition over 
the past four years, 2012 to 2016.

Slide 14, detail.Based on data from the ABS and BIS 
Shrapnel, shows growth in alteration and addition (A&A) 
work done and retail hardware sales (to February 2016).

CSR results FY 2015/16
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Analysis
CSR has success-

fully transitioned to 
a company with the 
right mix of products 
to take advantage 
of the growth in 
multi-unit residential 
developments. While 
the company is clear 
that its present good 
results are in part an 
outcome of a building 
cycle that will likely 
pass through its peak 
in calendar 2016, it is 
also evidently count-
ing on the ongoing 
resilience of the multi-
unit market. 

This contradicts the 
assertions of some 

analysts more directly 
tied to the real estate 
market and industry 
who see multi-unit as 
some kind of a “boom” 
or “bubble” that will 
end in sharp price 
deflation. As HNN has 
suggested previously, 
it seems more likely 
that multi-unit is tak-
ing over two markets: 
first-time home buyers 
and those seeking 
out the inner-urban 
lifestyle. 

In the Sydney 
market, multi-unit 
has already been 
largely integrated into 
the overall housing 
market. Brisbane has 
a different integra-

tion, but seems to be 
moving towards the 
fully integrated model 
as well. Melbourne 
has started down this 
path only relatively 
recently. 

For the hardware/
home improvement 
retail market, the fore-
cast situation outlined 
by CSR has both some 
positives and nega-
tives. With building 
construction skills in 
ongoing demand, sales 
of items such as tools 
will likely continue to 
do well. However, the 
shift from detached 
and attached dwellings 
to multi-unit apart-
ment construction 

means that there 
could be an ongoing, 
systemic decline in de-
mand for the kinds of 
construction materials 
supplied by hardware 
retail.

Furthermore, the 
strong demand for 
trades generated 
by multi-unit con-
struction is likely 
to increase prices 
in the residential 
renovation market. 
This could lead to a 
further depressing 
of the large-project, 
tradesperson-built 
renovation market 
through to the end of 
FY 2016/17, with an in-
creased shift from out-

sourced, trade-man-
aged projects to more 
DIY projects. This will 
benefit some hard-
ware/home improve-
ment retailers, with a 
shift from low-margin 
trade supplies to high-
er margin DIY supplies 
and tools. For retailers 
who rely more on 
the building trades it 
could create a slight 
downwards pressure 
on sales.

companies
CSR results FY 2015/16

For NSW, the building 
approvals chart indicates 
a moderately strong 
ongoing supply of multi-
unit dwellings. This has 
been ongoing for the 
past nine years.

The dwelling price chart 
shows a clear integration 
between the price fluctu-
ations of detached and 
multi-unit dwellings.

For VIC, the building 
approvals chart shows 
a fluctuating supply of 
multi-unit dwellings, 
which ends up produc-
ing a very strong overall 
upwards trend line.

However, the dwelling 
price chart clearly shows 
that the attached and 
multi-unit markets 
remain less integrated 
than those of Sydney/
NSW.
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The Japan-based, 
global power tools and 
life sciences equip-
ment company Hitachi 
Koki has released the 
results for its 2015/16 
financial year, which 
ended on 31 March 
2016. (Note that this is 
referred to as the 2015 
financial year by the 
company, following 
the Japanese custom.)

The most import-
ant recent event for 
Hitachi Koki has been 
its acquisition of the 
European cordless 
power tool company 
Metabo, which was 
completed on 1 March 
2016. This is important 
not only because it has 
been a major financial 
and strategic commit-
ment, but also because 
Hitachi Koki is using 
this event as a trigger 
to bring in a number 
of comprehensive 
changes.

The company’s 
current results reflect 
its drive for reorgan-
isation, and a revit-
alisation of its global 
strategy. Revenues 
reached YEN141,570 
million, a gain of 4.2% 
over the previous 
corresponding period 
(pcp), which was the 

2014/15 financial year. 
However, operating 
income declined 
sharply, down 58.6% 
on the pcp, coming in 
at YEN2645 million. 
Income before taxes 
was YEN2776 million, 
down 55.7% on the pcp, 
and net income attrib-
utable to shareholders 
was YEN1086, down 
69.1% on the pcp.

While most region-
al power tool sales 
revenues were down 
on those for the pcp, 
sales in North America 
improved by 26.4% 
to reach YEN39,733 
million. This was likely 
driven by Hitachi’s 
deal to be exclusively 
distributed through 
Lowe’s Home Im-
provement in North 
America.

As a consequence 
of this growth, North 
America contributed 
29% of overall power 
tool revenue, up from 
24% in the pcp. All oth-
er regions contributed 
1% less in the balance.

Strategic plans
Operating income 

gained from both 
a modest increase 
in sales of YEN500 
million, and changes to 

the company’s pension 
plan, which brought 
in a further YEN900 
million. 

Operating income 
expenses increased for 
structural transforma-
tion (YEN2,100 million), 
and the cost of the 
acquisition of Metabo 
(YEN1,100 million). 
There was also a cur-
rency exchange loss 
of YEN1,300 million, 
and a YEN1,100 million 
loss attributed to a de-
crease in production.

The goal behind this 
expenditure is very 
ambitious. Hitachi 
Koki plans to reach 
revenues of YEN230 
billion by FY 2018/19, 
with an operating 
income of YEN18.7 
billion. Its FY 2016/17 
is a stepping stone 
along that path, with 
the company project-
ing revenues of over 
YEN140 billion.

The core strategy has 
two parts to it: increas-
ing sales in highly 
developed countries, 
including Europe and 
North America, and 
improving its business 
structure in Japan 
drastically.

In Japan it plans 
to review its current 

selling system, and 
to explore new sales 
channels by leveraging 
its association with 
the greater Hitachi 
Group. The goal is 
to increase Japanese 
revenues to around 
YEN40 billion. 

In Europe and North 
America Hitachi 
Koki’s plans involve 
two parts, based on 
expanding its current 
Hitachi business, and 
also expanding busi-
ness through leverag-
ing its acquisition of 
Metabo.

In the North Ameri-
can market, the com-
pany plans to increase 
non-Metabo sales 
from USD326 million 
to USD380 million. On 
top of that, Hitachi 
Koki plans to expand 
Metabo sales in North 
America from their 
current USD5 million 
to USD65 million. This 
will bring the total 
revenue from North 
America to USD445 
million.

In the European 
market, the compa-
ny plans to increase 
non-Metabo revenues 
from EUR291 million 
to EUR308 million. 
To that will be added 
EUR291 million in 
Metabo sales, bringing 
the total to EUR599 
million.

companies

Hitachi Koki 2015/16 
full year results

YEN millions

Category 2015/2016 
full year

2014/2015
full year

Change

Sales Revenue 141,570 135,849 4.21%

Operating income 2,645 6,388 -58.59

Income before taxes 2,776 6,272 -55.74

Net income (shareholders) 1,086 3,513 -69.09%

Slight bump 
in sales, but 
expanding 
operating 
costs bring 
profits down

Acquisition 
of Metabo 
opens new 
opportunities

Ambitious 
plan to rapidly 
expand 
market share 
in European 
and North 
American 
markets

Revamping 
Japanese 
operations, 
potentially 
making use of 
Hitcahi Group 
sales channels
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Hitachi Koki’s strate-
gic move to increase its 
size in the market is no 
doubt in part motivat-
ed by the realisation 
that the other four 
major players in power 
tools -- Techtronic 
Industries, Bosch, 
Stanley Black & Deck-
er and Makita -- have 
been steadily pulling 
away from it over the 
past three years. The 
Metabo acquisition 
has brought it not 
only a broader, estab-
lished channel in the 
European market, and 
some additional access 
to the US market, but 
also a much-needed 
technology boost. It 
has essentially added a 
first-rate battery tech-
nology to its already 
first-rate brushless 
motors.

If Hitachi Koki does 
have a fault, however, 
it likely lies with the 
firm’s marketing of 
its products. Techt-
ronic Industries (TTI) 
has done a great job 
marketing its Mil-
waukee brand as the 
power tool equivalent 
of a high performance 
muscle car. 

Stanley Black & 
Decker have built an 
appreciation of its 
DeWalt line as reliable 
precision tools for the 
professional. Bosch 
has turned its Blue 
brand into the signa-
ture choice for the 
no-nonsense crafts-
man who gets the job 
done with a sense of 
style. 

Makita has found 
a sweet spot where 
well-regarded Japa-
nese values of endur-
ance, repairability, bal-
ance and refinement 

mesh with similar 
Western values.

In this brand sense, 
Western, developed 
markets are a little at 
a loss to understand 
what Hitachi stands 
for. The same is true, 
to a certain extent, in 
North American mar-
kets for the Metabo 
brand. 

When you hear 
someone who really 
understands his brand 
and understand selling 
speaking, such as 
Joe Galli, the CEO of 
TTI, one of the most 
striking things is what 
they don’t say about 
the tools and their 
development. Listen-
ing to him give his 
half-yearly and full-
year results, you can 
hear him deliberately 
step around even some 
great new features, 
because he knows 
that mentioning them 
will not actually help 
people be enthusiastic 
about the product. 

At the moment, most 
brand contacts a buyer 
has with Hitachi Koki 
products consists of 
just about every tech-
nological detail about 
the products. If the 
company is going to 
succeed at its worth-
while and ambitious 
plans for the next 
two or three years, it 
needs to craft a brand 
image that immediate-
ly communicates its 
many advantages. This 
is especially the case 
in Australia, where 
retailers can some-
times really struggle 
to communicate with 
customers about what 
has, unfortunately, 
become one of the 
less known brands for 
many tradies.

Hitachi Koki Statistics

Growth in North America brings that market, Europe and Japan close to each other.

Slide 4 from Hitachi Koki presentation..Operating income spent on growth.

Growth in most regional markets is negative, with the exception of North America.

Hitachi Koki results FY 2015/16
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Investor site visitBoral Australia 
division

With the executive 
general manager of 
Boral’s Building Prod-
ucts division, David 
Mariner, returning to 
the US to take over 
running Boral USA, 
the company has 
taken the opportunity 
to change its structure 
slightly.

As of 1 July 2016, 
Building Products 
division in Australia 
will combine with its 
Construction Materi-
als & Cement division 
to form a new Boral 
Australia division. Joe 
Goss will take over as 
the CEO of the com-
bined division.

The CEO of Boral, 
Mike Kane, said the 
move was triggered by 
the downsizing of the 
Building Products di-
vision in recent years. 

He said:
We will have three 

well defined operating 
divisions. In Australia, 
our strategy continues 
to be about protecting 
and strengthening our 
leading integrated po-
sitions and continuing 
to optimise assets to 
deliver strong returns. 
In the USA, it’s about 
significant growth 
through market 
recovery and strategic 
portfolio realignment 
and expansion. And in 
our USG Boral plas-
terboard joint venture 
throughout Asia, 
Australasia and the 
Middle East, it’s about 
long term growth 
through innovation, 
product penetration 
and market growth.

Some slides from a recent investor site visit held by Boral 
provide some insight into how the company is seeking fur-
ther investment in 2016.

PGH Bricks & Pavers Website
Boral’s joint venture brick enterprise, PGH 

Bricks, has launched a new website. One ou-
standing feature of the website is the “inspira-
tions” gallery, with examples of bricks used in 
commercial and residential architecture.

http://goo.gl/SIzBcW

http://goo.gl/SIzBcW
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It was never going to be easy.
In January 2016 Wesfarmers managing di-

rector Richard Goyder and the then manag-
ing director of Bunnings, John Gillam, made 
a surprise announcement. Wesfarmers was 
about to acquire Homebase. Based in the UK, 
Homebase was a slowly failing home improve-
ment retailer owned by the UK’s Home Retail 
Group, along with home goods retailer Argos.

Bunnings 
Goes Global

Homebase store locations inside the M25 motorway surrounding the city of London, England

http://hnn.bz/
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The two Wesfarmers stalwarts introduced not only the ac-
quisition of Homebase, but also a reorganisation of Bunnings. 
Mr Gillam would become chief executive officer of Bunnings 
overall. Peter Davis, who had been the effective “number two” 
at Bunnings, would take charge of Bunnings UK and Ireland. 
Michael Schneider, long responsible for directly managing 
the Bunnings stores, would move up to manage Bunnings in 
Australia and New Zealand (Bunnings ANZ).

The acquisition was not the result of a sudden opportuni-
ty that had to be seized in an instant. Bunnings had started 
working on the possibility of buying into the British market 
more than a year previously. By the end of 2015, the project 
was far enough advanced that in November a Bunnings 
“shadow” team consisting of the executives who would take 
over the management of Bunnings ANZ was already meeting, 
ready to move.

It was evident from the initial outline presented in January 
2016 that the plan was daring indeed. The initial acquisition 
would cost around AUD705 million. After working to fix up 
the basic Homebase brand so that it stopped losing money, 
Bunnings would then set about entirely rebranding every 
store. 

They would be transformed from Homebase to Bunnings 
UK. With the rebranding, the chain’s entire strategy would 
also be transformed. From a brand constantly seeking out 
mid-margin opportunities, it would become an everyday low 
price (EDLP), segmentless retailer. In other words it would 
duplicate — with strategic adjustments — the business model 
of Bunnings ANZ. The depth of capital expenditure required 
to get all this underway would be GBP500 million.
Beta to version 1.0

Over four months later, at the 2016 Wesfarmers Strategy 
Day on 22 June 2016, Mr Gillam and his team set out to explain 
the company’s thinking not only about the Bunnings UK/
Homebase development, but also about how Bunnings ANZ 
would function as well.

Some aspects of the plan originally announced have been 
tweaked a little. A more generous timeframe has been allocat-
ed for the transformation to Bunnings UK, up from three to 
four years to three to five years. The capital allocation called 
out has increased by a couple percentage points as well, from 
the previously announced GBP500 million (AUD984 million), 
to AUD1 billion.
Selling the vision

During his introduction (HNN is publishing the full tran-
script of his presentation in this issue, along with some 
analyst questions of interest), Mr Gillam made repeated ref-
erences to the history of Bunnings. He pointed out that it had 
begun as quite a small enterprise, that then grew through the 

Former Bunnings chief operating officer 
Pete Davis has been placed in charge of 
Bunnings UK. A long-term employee of 
Bunnings, Mr Davis was instrumental in 
getting Bunnings going in the 1990s.

Michael Schneider formerly oversaw store 
operations for Bunnings in Australia. He has 
now been promoted to responsibility for 
Bunnings operations in Australia and New 
Zealand.

http://hnn.bz/
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acquisition first of McEwan’s (largely in Victoria) in the early 
1990s, and then of BBC Hardware, when Wesfarmers acquired 
the assets of Howard Smith in the early 2000s. He drew some 
parallels between the acquisition of McEwan’s and the ac-
quisition of Homebase in particular, pointing out that the 
former had actually been in administration when Wesfarmers 
bought it.

Mr Gillam also went to some lengths to describe the matrix 
of capabilities and market fits that Bunnings has created. He 
pointed out that Bunnings operates in the DIY, DIFM (do it for 
me), light commercial and heavy commercial areas. He drew 
particular attention to light commercial:

The light commercial engagement in our business is really, 
really pleasing. It actually synergises our stores, they shop us 
at different times, really, than consumers, but they are shop-
ping mostly and nearly totally the same products, so it gives us 
more working capital benefits as well, and it validates the offer 
to have that quality of person shopping you, as well as people 
who are trying to do things around their home. There are more 
and more segments that just work on the home, and that’s one 
of the exciting areas of light commercial.
Customers are serviced through not only the “standard” 

Bunnings Warehouse outlets, but also through smaller urban 
stores (such as the Bunnings in Melbourne’s Collingwood), 
“traditional” smaller Bunnings stores in some regional areas, 
and Bunnings Trade stores (which are typically created on a 
somewhat temporary basis to provide building supplies in 
areas with active building and construction projects).

In addition, Mr Gillam pointed out that these markets are 
serviced through a range of means, including relationship 
marketing, direct marketing and standard mass marketing 
techniques. He described the structure of Bunnings as being 
a “multiple hybrid”, which was engaged in both retail and 
wholesale operations. In describing the range of Bunnings’ 
activities, Mr Gillam said:

We have nine major work areas, five growth drivers and four ar-
eas within our business that are looking to lift productivity and 
strengthen the core of the operations. Those work areas are all 
focused on making sure we have a winning offer, that we can 
do things that engage and involve our team even more, that 
we are growing the market, and from that perspective then 
looking to grow our share. All within that framework of long-
term value creation. 
For the year going ahead Mike and Clive and the exec team for 
Bunnings Australia/New Zealand have clustered the nine work 
areas around three major themes. A way of simplifying and 
energising what we are doing, so that we have a new, strong 
message for our team. We want to create better experiences, 
we want to improve the core, and we want to drive growth.
The nine work areas, as spelled out in the Bunnings “Plan” 

flyer provided for staff are:

Strategy Day 2016, slide 40, edited detail. 
This slide outlines some of the market 
expansion opportunities John Gillam sees 
for Bunnings. 

http://hnn.bz/
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• Better everywhere; team, customer, community
• Keeping it real...in the community, caring for the environ-

ment
• Stronger team
• Lift productivity
• Better stock flow
• Even more customer value
• Greater brand reach
• Stronger commercial engagement
• More merchandise innovation

If there was one theme that emerged from Mr Gillam’s 
comments about both the Bunnings ANZ and Bunnings UK 
operations, it was an increased focus on the potential for 
outdoor living as a category. Mr Gillam has mentioned this at 
previous Strategy Days, but this time there was a particular 
emphasis. 

In the UK this is driven by what he generously described 
as “possibly the worlds’ best gardeners”, referring to the 
British. However, the push for outdoor living as a category 
was extended in some of his comments to Australia as well. 
Mr Gillam has also singled out better barbecues as one of the 
products the company has planned for Bunnings UK stores.

The only other element that was a little unusual was that 
the idea of “brands” featured more prominently in Mr Gillam’s 
statements. There was increased emphasis on the idea that 
the core Bunnings strategy was not just the low price, but 
also bringing established and well-known brands to custom-
ers at these prices.

It is an interesting emphasis. Bunnings has avoided full 
vertical integration (which Kingfisher, for example, is moving 
a little closer to under its recent restructure in commodity 
products such as lightbulbs), but it does rely on a number of 
“captive” brands, such as Kaboodle in kitchens, and Ozito in 
power tools.

The acquisition
The plan for developing Homebase into Bunnings UK re-

mains essentially unchanged. The first phase involves build-
ing a retail team and changing products to better reflect the 
Bunnings EDLP strategy. 

The most important point reached in the initial months 
will be the development of a number of pilot stores to test 
the Bunnings UK concept. The original number of pilot stores 
seems to have  been four, but the UK financial paper-of-re-
cord, the Financial Times, is reporting there will be 12 pilot 
stores, to be rolled out over 18 months. It’s likely both num-
bers are correct, with four pilot stores to be followed by a 
further eight stores to test the market in more regional areas, 
prior to a full-network roll-out.

Homebase’s current top-of-the-line BBQ, the 
exciting Apollo “Outback”

Bunnings strategy flyer distributed to all 
staff.

From Bunnings, Matador Supernova 6 
Burner Outdoor Kitchen

http://hnn.bz/


41

hnn.bz

A report in the UK-based Guardian newspaper indicates 
that the first pilot store will open in October, followed by one 
or two more before the end of calendar 2016, with more to 
come in the first half of calendar 2017.

According to Mr Gillam, the development of pilot stores 
that meet expectations will be something of a “hard stop”. 
Until the pilot stores have provided a good indication of what 
will work in the market, the Bunnings UK rollout will not 
proceed.
Some help

One of the most interesting announcements Bunnings 
made was that it has formed an advisory panel to help it ad-
just to and understand retail conditions in the UK. The three 
people on the panel are all heavy hitters in the retail area — 
including Matt Tyson, the former head of the Masters Home 
Improvement retail operation in Australia. Mr Gillam praised 
his contribution in particular, saying:

Matt Tyson is an interesting choice. Matt knows us very well, 
because he’s been here competing against us. So he under-
stands what Bunnings is. Maybe he understand things that 
we don’t understand about ourselves. Strengths that we don’t 
understand, or weaknesses that we don’t know about. He is 
also a very very well-credentialed UK retailer, born of Kingfish-
er, and has been part of Kingfisher’s expansion in France and 
in Russia, and also in helping them out of the mess they had in 
China. It’s terrific to have Matt on board.
The other members of the board are Archie Norman, the 

former head of Asda and a politician for the UK Conservative 
Party, and Michael Mire, a well-known McKinsey director, 
who has a background with both construction and the King-
fisher group.

It is interesting that two of these choices have extensive 
past experience with Kingfisher, which Mr Gillam cited as a 
key competitor at the initial announcement of the acquisition 
in January 2016, but barely touched on in this presentation.
Current status

As Mr Gillam pointed out, 
Homebase has only been 
under Wesfarmers control for 
around four months, so there 
is little data that could be of-
fered to support any changes 
made. He said that moves to-
wards lower prices are already 
underway, and that the stores 
are moving rapidly away from 
the “soft” products, such as 
doonas, and towards an EDLP 
pricing strategy.

Strategy Day 2016, slide 54

Veteran ex-Kingfisher, ex-Masters executive 
Matt Tyson.

Archie Norman, also with experience at 
Kingfisher.

Michael Mire, McKinsey director.

http://hnn.bz/
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In an amusing anecdote, Mr Davis recounted how some 
staff members at a store reported to him that the “scruffies” 
were starting to show up. This turned out to be a reference to 
British tradies, who had dared to enter the pampered confines 
of the Homebase stores, attracted by low prices. Mr Davis 
was very good humoured about the whole thing, but this 
does point at just how far Homebase needs to be taken. The 
class system, which is both frequently mocked and at times 
half-heartedly emulated in Australia, is alive and well, and 
sometimes raising barriers to successful retail in Britain even 
today. It is a long road indeed from welcoming light commer-
cial customers as they “validate” a store, to regarding working 
men and women as “scruffies”.
Questions

The questions offered by the financial analysts were, in 
the main, not particularly good this year. It was almost as 
though they were a little stunned. To be fair, their mainstay is 
financial statistics, and Homebase in its current state just isn’t 
producing much to go on just yet.

The one exception was a long question proffered by the 
highly respected analyst for Bank of America Merrill Lynch, 
David Errington. Mr Errington has been raising grave con-
cerns about Wesfarmers’ investment in Homebase. In com-
ments published in Fairfax Media before the Strategy Day, Mr 
Errington is reported as saying:

We were critical towards Woolworths entering the Austra-
lian home improvement sector via Masters and we believe 
Wesfarmers entering the UK market via Homebase will be 
as equally a compromising decision for Wesfarmers. Paying 
$705 million for a business generating $40 million of earnings 
before interest and tax, and where that business is smaller 
scale in a tough industry, raises questions.
In his analysis, Mr Errington questioned whether Wes-

farmers would be able to maintain its high rate of dividend 
payouts. 

With the drop in earnings now expected and post its Home-
base acquisition, which brings with it more than $600 million 
worth of annual rent expenses, this strategy now looks to be 
closing and with a fixed-charge ratio forecast to fall to 2.44 
times, its growth options look challenged. Wesfarmers’ bal-
ance sheet can no longer afford paying out 90 per cent of its 
earnings in dividends ... and it can not afford any of its busi-
nesses sustaining further drops in earnings.
The exchange between Mr Errington, Mr Gillam and Mr 

Davis is provided at the end of the transcript in this issue 
of HI News. It’s best read in the original, but suffice to say it 
indicates a good deal of conflict, potentially not only between 
Mr Errington and Wesfarmers, but also with other analysts as 
well.

David Errington, of Bank of America Merrill 
Lynch, is one of Australia’s most respected 
financial analysts. He has been largely 
negative about many recent changes at 
Wesfarmers, including the combination of 
Targer and Kmart, and the acquisition of 
Homebase. In a recent investment report he 
downgraded Wesfarmers’ forecast earnings 
by 2% in fiscal 2016, 5% in 2017 and 6% 
by 2018.

http://hnn.bz/
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Analysis
It is possible to feel some sympathy for the financial an-

alysts. It is difficult to imagine a scenario that would more 
frustrate their analytical sensibilities than having Wesfarm-
ers spend what could turn into AUD1.9 billion in total to first 
buy a failing home improvement retailer in a foreign country, 
then fix it up, and, when it is working reasonably well, replace 
it with a quite different brand imported from Australia.

All this introduces a wide range of uncertainties which 
simply, particularly in combination, cannot be quantified. 
Risk quantification and prediction are what is at the heart of 
financial analysis.

On the other hand, though, Bunnings’ position must really 
be fully appreciated. One of the elements that was not explic-
itly mentioned by Mr Gillam or Mr Davis, but which emerged 
every time they spoke about the strategy, is just how deep the 
talent runs in Bunnings (and Wesfarmers as a whole). It’s not 
just that Mr Gillam can easily tap both Mr Schneider and Mr 
Davis to take on leading roles, but that each of them can easi-
ly call on the services of five or six very competent executives 
to back them up.

In the end, what has really happened with Bunnings is that 
it has found itself, at the end of over 20 years of hard devel-
opment — and after fighting off a rival for six years which 
was willing to spend billions of dollars to obtain market share 
— with a surplus of talent and ability. It’s as though a team 
of Olympic level runners has been built up over the past ten 
years, and for the moment (while real developmental chal-
lenges do remain in Bunnings ANZ operations) many of them 
would find themselves consigned to the equivalent of taking 
long walks in the park, or working on improving their poetry, 
or something.

Most businesses really hate that kind of waste, but it is es-
pecially true of retailers. One of the frustrations that attends 
this talent surplus is that, given Australia’s fears about its 
small markets coming under the control of monopolies, it is 
difficult for Bunnings to extend its reach in some markets. 

Viewed strictly in terms of capital allocation, the move into 
Homebase might not make entire sense. When talent allo-
cation, operational expertise, retail smarts, and disciplined 
management practices are added to that equation, it all does 
start to make sense. It’s not about creating waste, it’s about 
ensuring waste does not happen.
The real reason

There is a place, however, where these two elements, the 
tending after capital allocation and the careful preserving of 
talent, do blend together when thinking about the Homebase 
strategy.

Pricing  
strategies

So what pricing strategy is better 
for a retailer? Offering low prices 
consistently, or relying on occasional 
promotional days and events? We 
believe that a stable pricing strategy 
(whether EDLP or luxury) serves 
better in building customer loyalty, 
rather than occasional discounts. 
Consistency in prices yearlong helps 
build customer confidence in a retail-
er’s products, which strengthens its 
position in the market. On the flip 
side, inconsistency in prices causes 
friction between retailers and buyers, 
negatively impacting their loyalty 
towards a particular company. In the 
persisting retail scenario in the U.S., 
consumers are more intrigued by 
yearlong low prices instead of spe-
cific promotional events. Slowdown 
in retail sales growth during the last 
year’s Black Friday weekend is a per-
fect indicator of the shift in spending 
patterns. Overall retail sales during 
the Black Friday weekend fell 11%, as 
almost 7 million fewer shoppers vis-
ited stores as compared to the year 
ago period. However, overall holiday 
retail sales improved 4%, which indi-
cates that U.S. buyers did not center 
their shopping on one day shopping 
events, and instead, shopped consis-
tently throughout the season.

from Price Consistency v. Discounts, 
Forbes/Investing.

http://goo.gl/gPdRP1
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One thing that HNN has learned is to take just about ev-
erything that is said by Bunnings (and especially John Gillam) 
very seriously. If it doesn’t quite make sense at first, generally 
it’s worth thinking about for some time.

One statement that really puzzled us came out of the orig-
inal acquisition announcement. This was the idea that Bun-
nings might have found some way to reduce the lower levels 
of retail activity during the “off-season”, the winter months 
in Britain. It is easy to dismiss this. Many people who grow 
up in temperate climates find seasonal weather to be a bit 
odd, while those of us who grow up with seasons see them as 
welcome and a joyful part of life.

What if, though, we began to wonder, Bunnings actually 
could do that? As a mild example, what if it were possible to 
extend the southern British growing season? The non-grow-
ing season runs on average pretty much exactly 16 weeks of 
the year. What happens if you take six weeks off of that, three 
weeks at both the start and end?

The first thought one might have about this is, if it is such a 
good idea, why hasn’t anyone else done it just yet? 

As it turns out, if you think about that question, some in-
teresting possibilities open out. 

It seems to be quite likely that if you are operating a home 
improvement retailer that is based on a High/Low pricing 
strategy, increasing the length of the growing season might 
not just have little or no effect, it could actually end up de-
creasing sales revenues and margins. 

High/Low relies on and achieves high sales and high mar-
gins during times of what we might call “high sales compres-
sion”. This is when there is a general spike in demand. This 
can be caused by certain celebrations, such as Christmas, 
Mother’s day, and Father’s day. It is also caused by moments 
of high seasonal demand, such as (in colder climates) the first 
two weeks of actual spring, when gardeners rush to buy seed-
lings for the coming summer. 

Spring comes and the local garden centre offers a “special 
deal” on petunias (or something). Customers rush down to 
buy their petunias at this great price — but then there are 
these other petunias, which are so much nicer, though a bit 
more expensive. We all know how that ends.

For EDLP, the story is quite different. The petunias in the 
EDLP store consist of two kinds. There is the “better than 
expected” petunia, which is low-cost, but hardy and pretty 
enough. Then there is the “surprise” petunia. Much of the 
surprise is that a better petunia is offered at an unexpectedly 
low price. That sense of surprise is what triggers the purchase 
reaction in the customer.

For EDLP, extending the time during which people can buy 
plants, and/or plant supplies, is going to be very positive. In 
the end, part of the power of the EDLP model is that it can re-

Silicon Valley is currently fueling 
a future food product blitz, and one 
of the most intriguing plays yet isn’t 
fake meat or sci-fi-tinged full-meal 
substitutes—it’s iPhone-controlled 
hydroponics. Today, a European food 
technology startup Niwa is debuting 
a “smart food tech device which will 
turn your house into a smartphone 
controlled greenhouse,” according 
to one of its founders. The product 
is essentially a small, slick-looking 
hydroponic farm you can set up to 
grow plants of every stripe in your 
living room.

http://goo.gl/c4Axbo

http://getniwa.com

Smartphone 
Greenhouse
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structure markets. It often brings these changes 
about not through single products, but through 
combinations of products.

High/Low pricing, by contrast, does not rely 
on restructuring, but on creating a series of 
events. If a convenient cultural event is not 
available, then an event is created, by staging 
some kind of sale in a product category.

The important aspect of all of this is that it 
means High/Low retailers are particularly vul-
nerable to attack by EDLP retailers. High/Low 
lacks the tools needed to restructure markets, so 
EDLP retailers are free to gradually change mar-
kets in fundamental ways which benefit them.

There are strategies that High/Low can em-
ploy to fight back against EDLP. However, those 
strategies tend to be sophisticated and complex.

What seems possible is that what Wesfarm-
ers/Bunnings has really spotted in acquiring the 
Homebase business has much less to do with 
Homebase itself (it is simply an adequate vehi-
cle), and much more to do with the British home 
improvement market. It is a market, Bunnings 
believes, that has a very high vulnerability to 
an EDLP competitor. This is because not only 
will low prices work in that market, but also 
the existing retailers do not know how to fight 
back against EDLP strategies that alter market 
structures.

That is the opportunity in Homebase — it’s 
the market, not the retailer.

HI
WEEKLY
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This is a transcript of remarks made by 
John Gillam, the CEO of Bunnings, a division 
of Wesfarmers, at the 2016 Wesfarmers Strate-
gy Day held on 22 June 2016.

The following transcript has been edited to 
improve clarity. Headings have also been add-
ed to improve navigation. Where appropriate, 
we have provided the slides used in the origi-
nal presentation to illustrate the points being 
made.

In addition to these slides, we have also pro-
vided additional graphic and text information, 
based on details provided in the transcript, 
as an aid to exploring some of the references 
made by Mr Gillam.

2016 Wesfarmers 
Strategy Day  

Transcript

John Gillam, CEO of Bunnings
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We’ve got a really exciting story to convey to you today 
about what Bunnings is doing, both the opportunities we 
have before us in the Australian and New Zealand market, 
and, obviously, the very, very early days, just into our fourth 
month, of owning Homebase. We will go back into what was 
said in January [2016] and update you on our progress.

I wanted to start by talking about how we think about 
our business. I’m going to do that in the context of Austra-
lia and New Zealand, but as I’m doing this, the thoughts are 
very, very consistent at a macro level on how we are thinking 
about the UK and Ireland. 

I’m going to talk about first, long-term value creation, and 
our thoughts on how we set about running our business 
day-in, day-out, and how we think about strategy five years, 
ten years and beyond. And then on top of that think about 
and talk about our market evolution, because there has been 
some huge change, and there continues to be a lot of change, 
and the change is driven by those who are really bringing the 
best offer to customers. And then I will from that context, 
talk about our strategic agenda, and then I’ll get into Bun-
nings UK and Ireland.

Long term value creation
For those who have been at one of these days before, you 

will have heard me talk about long-term value creation, and 
these big four thoughts that we have. 

We are driven to have the best offer for customers, that’s 
our first thought. We want to be chosen. We deeply respect 
and understand that customers have the choice, and we want 
to position ourselves to be chosen. 

Part of how you run your business well then is to have an 
engaged, focussed, committed team. They have our brand in 
their hands. Across all of our 600 stores today, everywhere we 
are, every team member working for us has the ability to do 
the right thing or not. If they are engaged and committed and 
they understand what we are trying to achieve, and they are 
passionate about that moment, then the consistency of what 
we trying to do, to have the winning offer will come through. 
We work really hard to build an engaged, focussed and com-
mitted team, and it is a really big work action on the other 
side of the world. 

The third thought we have — and these are in a descending 
order of hierarchy — is to behave in ways to build trust. We 
are not pretending to be perfect, not for a second, but we are 
very sincere in our desire to operate in ways that build trust, 
for our customers, for our team, with the communities that 
we serve, with regulators, suppliers, and of course with our 
shareholders. 

That leads us to the fourth thought that we have, which 
is to generate good returns. That fourth thought is both an 

http://hnn.bz/
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outcome of doing one, two and three very well, but also a be-
haviour in and of itself. For Mike [Schneider] and Clive [Dun-
can] in the Australia and New Zealand team at the moment, 
challenging ourselves to be better than ever on how we use 
capital and how we operate our business is a really important 
part of the cycle for them. 

History
We have been part of the Wesfarmers group now for 21 

years. If you know our story you know that in 1993 we bought 
a business out of receivership in Victoria called McEwens, 
and we used it as a platform to start the first Bunnings 
warehouse, building on the strength that we had with our 
business origins in WA. For the first three or four years of 
that ownership within Wesfarmers we focussed on buiding a 
strong foundation. From there we were able to accelerate as 
we leveraged more, took more opportunity and shaped the 
market, grew the market, and grew our share. 

The big step up in 2001 buying BBC when Wesfarmers took 
over Howard Smith. A big step for our business, that got us up 
to AUD3 billion. Up until then we were very, very small. I read 
a lot of coverage about ourselves that seems to ignore those 
first 10 years. We were never the biggest, we were never the 
first to open a large format. Those are just falsehoods that get 
somehow rewritten incorrectly about our history. We were 
small, and we understand what being small is, and we under-
stand how to deliver a winning offer, with all the characteris-
tics we think a winning offer needs to have from being a small 
player. 

We have grown our business several times this way. 2001 
was a really important time for us, we got into New Zealand, 
our first international step. We’ve grown our business almost 
five times in the 14 or so years we have been in New Zealand. 

This is a diorama that I’ve shown a few times around. The 
hardware store and all the specialists that had their own little 
segmented specialisation, 
evolving into home improve-
ment with home centres. We 
were doing that in the 1980s. 
Evolving into the home im-
provement and outdoor living 
market. 

Trends
Big trends around how 

people use their homes, how 
people are living indoors and 
outdoors, the sort of lifestyles 
people want to have, the 
growth in population, the age-
ing of population, the number 2016 Wesfarmers Strategy Day, slide 38
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of your families. All of these things, environmental factors, 
all drive into the opportunities that this industry has had to 
change and evolve. 

We have been, as many other successful businesses in our 
sector have been, driving hard to get the best opportunity. 
Home improvement and outdoor living is now, by the mea-
sures we have been consistently talking about since we first 
publicly spoke in June 2001, when we announced the Howard 
Smith takeover, we were talking to the ACCC in March 2001, 
the measurements we used then are the measurements we 
use now, the market is $48b. 

But what is really inter-
esting and this is a repeat of 
what I explained last year, but 
given the context of what is 
going on in the market, it is 
important to repeat this, the 
addressable market oppor-
tunity for us is much, much, 
much wider than just what 
is going on in the home and 
garden. Almost every product 
we have in our store can be 
used beyond the home and 
garden. It can be used in any 
building and any grounds and 
any structure. Some examples for you to understand that -- I 
won’t repeat what I covered last year, but it is a very import-
ant point. 

What it means is that the 
opportunity to sell is much 
wider than just the $48b 
market. Our business is struc-
tured to have a mass market 
presence, a direct market 
presence, and a relationship 
market presence across con-
sumer, light commercial and 
heavy commercial. This gives 
us so many more ways that 
we can play the game, and 
so many ways that we can 
leverage and synergise our 
business. 

Structurally the things that drive the market are in that 
middle tablet. Yes, weather for those that don’t understand, 
when it rains and it rains really heavily like it has done the 
last couple of weekends down the eastern seaboards, we get 
belted, because people don’t do things around their homes 
and gardens. When the sun shines, it is better fun for us. That 

2016 Wesfarmers Strategy Day, slide 40
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is the same as it is in the UK. Obviously we can start making 
jokes about weather, PJ, if we like, but ....

On the right hand side of this slide, chatting about formats, 
there are lots of ways we can go to market in home improve-
ment and outdoor living. The category specialists and suppli-
ers going direct to the internet has just made that so much 
easier. Mass merchants, and there has been an enormous 
trend over the last decade doing more and more in the home 
improvement space. Or our type, where you are trying to do it 
all, and few other variations in there. 

What I spoke in terms of light commercial, heavy com-
mercial and the yellow being consumer, what we are playing 
across is a multiple hybrid, we are a hybrid that is doing 
retailing and wholesaling, we are a hybrid that is for necessity 
and for discretionary. It involves very different retailing and 
operating techniques to get right. It creates more opportu-
nities, and if you can get the complexities into a very simple 
operating model that gives you opportunities to play across 
all four, then you can play very, very well. And it is exciting 
for us.

Let’s jump into what we are 
trying to do from a strategic 
agenda. And firstly you will 
have seen this diorama be-
fore, we have nine major work 
areas, five growth drivers and 
four areas within our busi-
ness that are looking to lift 
productivity and strengthen 
the core of the operations. 

Those work areas are all 
focused on making sure we 
have a winning offer, that we 
can do things that engage and 
involve our team even more, that we are growing the market, 
and from that perspective then looking to grow our share. All 
within that framework of long-term value creation. For the 
year going ahead Mike and Clive and the exec team for Bun-
nings Australia/New Zealand have clustered the nine work 
areas around three major themes. A way of simplifying and 
energising what we are doing, so that we have a new, strong 
message for our team. We want to create better experiences, 
we want to improve the core, and we want to drive growth. 

I will talk to the key actions in there. Again the conscious 
choice in every action is to give customers a winning offer, 
because they have the choice and we want to be chosen.
So inside the work area of creating better experiences, two 
headlines that we are focussed on which is the black lines 
coming — I should have explained, sorry — this sheet is what 
everyone on our team gets in terms of what we call our plan 
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on a page. So the black headings are brought across into here, 
you can see “Better Everywhere” and “Keeping it real”. Two 
big themes around experience. Customers, Team Community. 
Bringing together a whole bunch of different actions, but all 
involving a better store experience, a better way of interacting 
with us digitally, better for our team and better for our com-
munity, some really strong actions. I’m sure if you are inter-
ested in that area, Mike will bring that to life when we get to 
the Q&A. 

Strengthening the core: the premise we have is that some-
one has already found a better way to sell a product than us, 
and they are heading about doing it. So we have got to get 
better. We don’t expect the market to stay the same. We are 
driven to have business model primacy. We think out ten 
years, we know we have got to take a lot of costs out, we know 
we have to drive more productivity, and we know we have 
to make it easier for customers. By highlighting that theme 
around strengthening the core, it brings together what we 
want to do from a productivity point of view. 

The end-to-end logistics piece and how we get better and 
better at that, so that we can drive more value for custom-
ers, and have more to live on within our business model, and 
things that we can do for our team. We are driven to make 
our team have a safer environment, we want them to be more 
engaged, we want them to have easier tasks so that they have 
more time to serve, and we want them to be better at their job.

I’ve said it before that the investment in product and proj-
ect knowledge is one of the most important things we drive a 
really strong focus on in our business. Having the ability to 
provide service is a critical element to having a winning offer, 
and to provide good service you need to be competent, and we 
invest in competence very highly, as well as developing our 
leaders so that they can be in a position to lead the business 
well tomorrow. 

The last element I’ve got a couple of slides to cover on: 
driving stronger growth. Customers love value. This isn’t a 
new thought. When we opened, when PJ [Peter Davis] opened 
the first Bunnings warehouse in the Western Suburbs of 
Melbourne in 1994, we focused on bringing lowest prices to 
life, and we are challenging ourselves to do that better than 
ever before. I think that is a really exciting part of the next 12 
months.

Digital reach has been an incredible ride for us over the last 
five years. I think it is one of the reasons why we have had 
some outperformance characteristics. What we have done 
with our digital ecosystem is world-leading, and we’ve got 
more in the tank to do. There are some very exciting develop-
ments going there. We’ve been thinking about our business 
digitally and physically for many years. We have sophisticated 
digital strategies that match what we are trying to do experi-

Bunnings strategy flyer distributed to all 
staff.
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entially in our stores, and we are laying down more and more 
stores with strong economic performance around them. So 
we have a good pipeline, and we’ve got good growth prospects 
in terms of how we reach the store network in Australia and 
New Zealand.

Inside commercial, light commercial and heavy commercial, 
there are good prospects for our business, and we are getting 
better and better at direct marketing skills, we have always 
been a relationship marketing business. That is the heritage 
of Bunnings going back decades and decades, but we’ve really 
added that strength of direct marketing. 

The light commercial engagement in our business is really, 
really pleasing. It actually synergises our stores, they shop us 
at different times, really, than 
consumers, but they are shop-
ping mostly and nearly totally 
the same products, so it gives 
us more working capital ben-
efits as well, and it validates 
the offer to have that quality 
of person shopping you, as 
well as people who are trying 
to do things around their 
home. 

There are more and more 
segments that just work on 
the home, and that’s one of 
the exciting areas of light 
commercial, and that goes back to that thought I was saying 
at the start around every structure, every building and every 
ground, not just homes and gardens, and our addressable 
market being wider. 

The innovation around merchandising is really the life 
blood of what keeps the best offer. We are driven to have the 
best product, we want to have exciting product for custom-
ers, we want to have it at a price that they are really driven to 
participate with us on. 

There are some terrific megatrends, I talked about this last 
year, but it is very very valid when you are talking five and 
ten year strategy. The megatrends are very favourable for the 
home improvement and outdoor living sector. We have our 
business well-positioned. It is not a guarantee. It is now up to 
us and our job to do some terrific work to make sure we lever-
age the strength we’ve got to play into these megatrends. I 
think that is one of the great challenges and one of the really 
exciting things for Mike and Clive and the New Zealand team.

So, the same nine work areas with five growth drivers and 
four areas of strength in the core, that same strategic agenda 
sitting beneath what we are doing and informing what we are 
trying to achieve in the business, freshened up to put more 
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energy into it with the new leadership team, around three big 
pluses and three big themes, and an exciting three months 
ahead.

Hombase acquisition
Jumping across to the other side of the world. What I am 

going to do is to just give you an update on how we are pro-
ceding with the acquisition. I’ll start from the point of view 
of making sure that those who did not pay enough attention 
in January -- it was holidays, and maybe they’re going to 
do it, may they’re not -- so I’ll go back over some of the core 
thoughts from the January announcements so that you can 
then think of them in terms of where we are. 

We are four months -- this is the fourth month. So it is 
still very very early days. I think the most important thing 
in terms of our messages today is that we are more excited 
now than when we were setting out doing this. So, inside the 
fourth month, we can see all the things that attracted us to 
this market, because that was 
our first level of due diligence, 
let’s understand the home 
improvement/garden market 
in the UK. Our second level 
of due diligence was what is 
the best entry point for this, 
and once we had zeroed in on 
Homebase, our third level of 
due diligence was let’s under-
stand Homebase, we think it 
is the best entry point. 

The market is big, much 
bigger than Australia, it is 
much more fragmented than 
Australia. We have a 19% share in Australia, the two biggest 
players in the UK do not add to that number, it is much more 
fragmented. That is exciting for us.

The Homebase business itself, provides a really interesting 
platform. There are similarities to what we’ve done buying 
McEwan’s out of receivership. It is not a well-run business. No 
one should be pretending for one second that we’ve bought a 
well-run business, we’re not. It is one of the poorest run busi-
ness by measures that are easy to find in the UK at the time 
we bought it. 

Against our global peers, it’s not well run either. But what 
is most interesting, and when we did a bit of a long look 
backwards, is that the platform of Homebase has performed 
demonstrably better in its history. It has had a decade of poor 
management. But it was a much stronger business, each site 
was able to handle much higher volumes, the whole business 
produced much higher levels of earnings going back histori-
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cally. History doesn’t naturally repeat, but what is important 
is that it could. And given what we are thinking of doing with 
it, when we are thinking of using Homebase as a platform to 
launch a new business, the fact that it has handled higher 
volumes is really important, because we want to start a new 
business as we did using McEwan’s as a platform to start Bun-
nings Warehouse, and we want to do it from a much stronger 
position than starting greenfields. 

So we have a GBP1.2 billion turnover base to kick off from, 
and lots of learning over these next 24 months running the 
Homebase business that will inform us at to the best way to 
launch Bunnings Warehouse in the UK. The stores are the 
right size, because rent costs are higher, and we want a small-
er footprint. Those that follow supermarkets in the UK are 
well aware of a small footprint player growing against larger 
footprint players, and how they can use that as a cost of do-
ing business advantage. The network is large enough to sup-
port warehouse merchandising, and we are looking forward 
to bringing a pilot store to light a bit later this year. I will chat 
about that shortly.

Inside Homebase we also 
see the capability of a busi-
ness model, once we have 
finished all the restructuring 
and re-engineering work that 
we need to do, of a business 
that can be the lowest cost 
operator in the market. That 
is where we want to head it 
to. We completed the acquisi-
tion right at the end of Febru-
ary. We’ve been running the 
business from March. It is the 
sixteenth, we’re into the sev-
enteenth week. Four months 
post completion the most important thing we can say is that 
our acquisition has been validated in terms of the metrics we 
spoke to you about in January. 

If you weren’t aware of what we disclosed in January, we 
do have a copy of that disclosure here, so you can refresh 
your minds on it. What Richard and I spoke about when we 
announced the acquisition in January, we are happy to affirm 
that guidance again today.

We talked about our long-term ambitions, we talked about 
a three phased plan, and we are in the early part of phase 
one. An important difference to note is that the chronology 
doesn’t quite add up. We want to get here, so that we can do 
what Mike and Clive and the Bunnings Australia team are 
doing. 
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Hopefully, if we are really flying in three years, but we 
think five years is more realistic. What is really important is 
that these first twelve months, and particularly the last dot 
point, developing pilots, that’s a stop point. If the pilots aren’t 
successful, we aren’t charging into phase two, and opening up 
dozens and dozens and hundreds and hundreds of stores that 
don’t work. That would be incredibly foolish to do. No one is 
saying for second we would do that. Successful pilots are an 
absolute precursor of any further investment. 
Improving Homebase

What is really exciting and inside phase one, is that the 
first three points are all about running Homebase better. We 
are going to be running a sizeable business, 260 stores, GBP1.3 
billion of turnover. We can’t just sit there and go “Oh, it will 
run itself”, while we start doing Bunnings Warehouse. A) we 
want to run it better because it can be run better, B) we want 
to learn from what it can teach us so we can develop really 
successful pilots. What you see in the middle there is how we 
are repositioning the Home-
base business and PJ and the 
team are soft launching that 
now for a stronger launch in a 
week or so. 

Always low prices, more 
for less, more brands you can 
trust, and always open. Those 
are a few positional state-
ments, and that’s reposition-
ing the Homebase business 
to run better until we close. 
We are doing a bit of a weird 
turnaround, it is a turnaround 
to position ourselves to then 
shut Homebase and launch Bunnings Warehouse. No one 
talks about McEwan’s anymore. In fact you’ve got to scratch 
around in Victoria who remember it. If we are doing our job 
right, in ten years time people will go: “Oh, there was a thing 
called Homebase”, and we will have Bunnings really well posi-
tioned.

Some things that we can talk to you about, we know we 
need more help, the UK and Irish markets have differences 
and nuances that are very important. The Board was very 
strong in saying to us, make sure you set yourselves up for 
success. We are happy to announce an advisory board, names 
that a couple you would be aware of. 

Michael Mire is a long-term McKinsey partner, a really 
strong thinker, has done a lot of work inside the whole con-
struction and hardware space, and brings some real discipline 
to strategic thinking and executing that. Archie Norman you 
know well, one of the legends of UK retailing. 
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Matt Tyson is an interesting choice. Matt knows us very 
well, because he’s been here competing against us. So he 
understands what Bunnings is. Maybe he understand things 
that we don’t understand about ourselves. Strengths that we 
don’t understand, or weaknesses that we don’t know about. 
He is also a very very well-credentialled UK retailer, born 
of Kingfisher, and has been part of Kingfisher’s expansion 
in France and in Russia, and also in helping them out of the 
mess they had in China. It’s terrific to have Matt on board, a 
really powerful liaison with PJ, and with Craig Castelleno and 
Craig Wallace, stores, merchandising and running the busi-
ness. He is giving us more than just an advisory board capaci-
ty, terrific to have him.

We are on track in terms of what we are trying to turn-
around. We talked about increasing range width and stock 
depth, and PJ and the team have set about doing that very 
rapidly. We have ceased all of the Hi/Low desperate selling 
techniques almost from the second or third week of March. 
That has the implications 
that you are all aware of in 
terms of customer partici-
pation and just how that all 
plays out. But we have driven 
across to having a more con-
sistent offer. 

We have a lot of work to do. 
I know there is some mea-
surements of pricing -- crikey, 
it’s a couple of months in, 
we don’t even have supplier 
arrangements in place to sup-
port what we are doing in the 
long run. Some of the mea-
surements are incredibly premature, but the fact that they 
are close might indicate to you the progress we are making. 

The previous owner was filling the business with conces-
sions, there is about 4% to 5% of floorspace that will come 
back when we remove all of the concessions and we are 
making good progress on that. I’ve spoken about always low 
prices. 

One thing that we have really invested hard in is making 
sure the store teams know that we love ‘em, and we want 
them to do a good job. I think if there is one thing I think that 
will stand us in good stead for the flurry of activity in this 
next couple of years, it is the effort that has gone into en-
gaging with our store team, and inviting them to be a part of 
something that is very exciting. PJ and the team have done a 
fantastic job of that. 

We have a lot of preparation underway on the pilots, we 
will talk more of about that in August. We expect to open a pi-
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lot before Christmas. How many, and how soon we really have 
to make our mind up. Curating ranges for a Bunnings Ware-
house is not an easy job. If we rush it, we’ll make a mistake it 
will be a very foolish thing to do. So in that sense, there is not 
a “get this done, get this done” sort of pressure with the board, 
or with Richard and myself, or from myself with PJ and the 
team. It has to be done right. They have to work before we do 
more.

Some information in terms of a few technical aspects to 
help you model, we are doing a pretty good job -- maybe I’m 
being a bit unkind to the team led by Rodney Boyn and Tim 
Bolt in there helping as well. On transition integration, we 
are establishing a stand alone 
business very rapidly, and 
that’s pleasing to see. There 
is a lot of energy and work, 
really strong work going into 
that. We have completed a 
substantial restructuring fol-
lowing the UK employment 
laws of our support team. 800 
roles backed by about 150. 
We have to add roles as well, 
we’ve actually created a lot of 
employment. We pulled back 
from the brink a bunch of 
stores that were going to be 
closed and were slated for closure by the prior owner. We cer-
tainly saved about 200 store jobs, and there are possibly three, 
four hundred more that hopefully if we can achieve what 
we’re trying to do with landlords we can achieve it. That’s ex-
citing news, I’m sure when we talk to UK media on the other 
side of today, that that will be picked up. 

One point to understand is the annualised sales. The 
Homebase business as reported by Home Retail Group was 
cross-selling Argos product, and it had a subsidiary business 
called Habitat that was sitting underneath it, and included 
in the Homebase sales. We didn’t buy Habitat, that is back in 
Home Retail Group, and we are obviously now a competitor of 
Argos, so we don’t have access to Argos products. 

We’ve given a number there, these are very conservative 
numbers. If we wanted to spruik things a bit we would put 
those numbers a bit higher. There were closures in last fi-
nancial year, and the full year impact of those in the year we 
are going into is 70, and by the time you adjust their GBP1.4 
billion it gets back to about GBP1.2 billion when you pull out 
non-core product they were selling. 

The store was getting very very soft. Very soft. Beds, and in-
door furniture and lots of soft furnishing, doonas and pillows 
and things. That’s not us. That product is out, we’re not going 
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to sell it. I am giving you a number that we are measuring on 
ourselves. You are entitled to your opinions, but we are mea-
suring our business and our business success based on GBP1.2 
billion as the core number. 

Purchase price accounting is well advanced, there is a lot 
to go, and this is a very technical area, tax returns and the 
like have to be completed post 30 June, so I think those who 
understand this know that the February half-year results for 
Wesfarmers is when this will settle, but we are looking to be 
on track for a goodwill number of about GBP460 million, and 
you need that for your modelling. 

That’s all I had to cover on the UK and Ireland project in 
terms of the presentation. To finish off I wanted to just touch 
on a couple of things before inviting Mike and PJ up.

Flexibility
Firstly, we’ve spoken before about our format flexibility, 

and how it gives us a total market capability. In that context, 
Homebase slots in very nicely as the platform that can be 
what we want it to be, which 
is to convert Homebase into 
a UK and Ireland Bunnings 
Warehouse format. Hopefully 
in three or so years we will be 
here talking about the plans 
to really push forward and get 
that done successfully. 

If you are not familiar with 
what we do with the Bun-
nings, and a Bunnings Trade 
Centre, please ask. 25% of our 
store formats are Bunnings, 
they are smaller stores, they 
are part of our heritage, we 
are very good at running tight size smaller stores. We know 
how to do it. 

Format flexibility is one of the reasons why we have been 
able to grow. It helps us localise, it gives us a format and a way 
of playing in every sort of market. We continue to innovate in 
terms of formats. We have a long track record of investing for 
growth, and the people who have been involved in it, PJ and 
others were involved in 1993. Myself I was involved in 2001. 
Mike has been in our business since 2005, and has done a lot 
of work in New Zealand. We understand how to invest and 
achieve growth. 

As I said earlier, history doesn’t naturally repeat, but we 
have a lot of experience to draw on, to help inform us for 
what we are doing in the UK. In terms of the outlook, the run-
way in the home improvement and outdoor living markets in 
Australia and New Zealand is simply huge. It really is just the 
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beginning for us, and I am very excited about where we can 
take the business, if we can keep our “A” game going over the 
next five to ten years. In the UK and Ireland, it is 1993 again. 
And the question is, how quickly can we get ourselves into 
the position we are in Australia, with all that we know now, 
with a platform that we have in Homebase. We don’t want to 
cut a corner, cutting corners can be dangerous, but we should 
be able to take things that we’ve learnt and leapfrog a few 
step-points. 

The challenge for PJ and Rodney and the team we are 
building over there, is to build an amazing new business in a 
market that is wide open and very opportunistic. So it is an 
exciting long-term growth opportunity for our group.

So with that I will invite Michael and PJ up. PJ has worked 
in home improvement all his life. He had a couple of years not 
working for Bunnings, came back into the business in 1993 to 
run McEwan’s and start the first Bunnings Warehouse. He is 
managing director of the UK and Irish operations. 

We grabbed Mike out of other retailers in 2005, and when 
we did the Officeworks expansion...when Wesfarmers bought 
Coles and we expanded into the home improvement/office 
suppliers division, Mark Water and a bunch of Bunnings peo-
ple went into Officeworks, and Mike stepped up and joined 
the executive team, and took Mark Water’s job, as head of 
stores. That has been expanded over the last couple of years, 
and now he steps into being managing director of the Austra-
lian/New Zealand business.

Questions
David Errington

Analyst, Bank of America Merrill Lynch
I am trying to understand this acquisition. You spend 

AUD700 million on a business that in your own words is bro-
ken and fractured. You have to commit another billion dollars, 
I mean that’s plan A. Plan B -- you don’t want to go down. As 
you say, you’ve got high rent costs that have to be taken onto 
the balance sheet -- that’s debt. So you are really talking about 
a fairly high commitment here. 

The business doesn’t generate a lot of earnings, and is likely, 
listening to you, probably have to go backwards before it goes 
forwards. My question, on that backdrop is “Why?” Surely on 
a capital allocation, on a risk adjusted basis, you would have 
been able to allocate that capital into Australia to sustain the 
growth of Bunnings, to generate a greater return to share-
holders, than to take on a high-risk venture in another part of 
the world, where, to your own comments, you said you’ve got 
no supplier support, you don’t know who the suppliers are...
John Gillam

David you are putting words in my mouth that are quite 
incorrect. I said that we haven’t even started with our sup-
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pliers. We are four months in. Building supplier relationships 
takes years and building ranges, and putting in place supplier 
arrangements and support, and putting in place innovation 
programs takes years. We’ve got amazing supplier support, 
amazing support. And your note that you’ve pushed out a bit 
contains some errors, and perhaps for everyone here, they 
need to understand that. Your rent number is wrong, just 
seriously wrong.
DE

What is it?
JG

If you check the filings... On a 290 store network it was 
about GBP200 rental. That’s the 2015 Home Retail Group dis-
closures on Homebase.
DE

So rent is GBP400 million. 
JG

We don’t disclose inside our business model. And for every-
one here, I know you want more disclosure, but what’s played 
out in Australia from 2009 to now, is a lesson in why educat-
ing your competitors by over-disclosure is a dangerous thing. 
So we will continue to tread the line, of giving as much as we 
can, without educating our competitors.

Now, to jump back to your thesis, it’s not a capital allocation 
issue. Mike’s got all the capital, we’ve got all the capital and 
support we need to continue to grow the Bunnings business 
inside Australia. There is not a change at all in the Bunnings 
plans for Australia and New Zealand. 

This is a new opportunity, and actually it is a good oppor-
tunity to take, because this is an underserviced and under-in-
novated market. And we see, like we did in 1993 like we did in 
2001, we see an opportunity to get in, and in a disciplined way, 
build a better business. 

It won’t go backwards. We’ve affirmed what we put on the 
table in January in terms of the financial forecast, and Rich-
ard was clear in outlining EPS and balance sheet aspects in 
terms of when we spoke in January. And the comment about 
a billion -- I couldn’t be clearer in saying that if the pilots don’t 
work, we don’t invest. We have control over the bigger ele-
ment. 

In Richard’s earlier presentation, Slide 8, it is a really inter-
esting... This is smaller than the investment in an inflation 
transaction size than Bunnings in 1993. It’s smaller, by a mas-
sive scale, than Howard Smith. 
DE

But you’ve got to adjust for things.
JG

This is a good bet. It’s a good bet. And the reason why it is 
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a good bet...if you started in 
this market from zero, we 
would face all the challenges 
that someone starting from 
zero faces. 

We’ve started from a plat-
form, when you take out the 
stuff that is not continuing 
business, is GBP1.2 billion. 
That’s a good size. It gives us 
a good dialogue with suppli-
ers, it gives us a good revenue 
base, participation base to 
grow from. 

We’ve got a network of 
stores inside the home counties and greater London that is ir-
replaceable. 75% or thereabouts inside the home counties and 
the M25. That is a powerful position if we can get it right. The 
challenge for us is to get it right. What we’ve outlined today, 
what we outlined in January were our plans to do that, and 
what we’ve outlined today is what we’ve added to our plan to 
help us do it.

What we haven’t outlined, and perhaps it’s pretty import-
ant for everyone here to understand is that as we were think-
ing about doing this, and really starting to turn our minds 
to we are going to execute this, we put an enormous amount 
of work into preparing the Australian and New Zealand to 
be able to run the business better than ever before with no 
distraction. Mike and Clive and Justin knew about their roles 
very early on. We took a risk. They knew what they were 
going to be doing. In fact the shadow meeting of what is now 
the Australian/New Zealand leadership team was November.
DE

You have to understand our scepticism though, don’t you. 
You are starting with a business, going into a brand new 
market, a market that you’ve had no experience in, up against 
pretty strong competitors.
JG:

You’re entitled to your opinion. Let’s watch what happens 
over the next few years.
DE

Okay, okay. Masters said the same thing, John, that’s fine.
JG

It’s early days. We’re here to do something that is going to 
take three to five years. We couldn’t be clearer in saying that, 
we got tremendous support from the board, from Richard 
and Terry.
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In the northern hemisphere, it’s just edging 
into summer and, as they say, in the US the 
living is easy. Unless you are a building con-
tractor or work in construction, of course, in 
which case, as the ground finally unfreezes 
itself in the northern states, things are likely 
getting pretty busy.

Fortunately, however, there are some things 
that make up for all that hard work, and one 
of them is that this is the time when many 
power tool manufacturers choose to release 
their mainline products.

DeWalt Launches  
High-Voltage into  

US Summer Market
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And this is proving to be an exceptional season for such 
releases — especially for Stanley Black & Decker’s premium 
professional brand, Dewalt.

DeWalt has chosen this time to launch a really market 
changing tool, which boosts the available voltage for cordless 
tools all the way up to 120-volt — the same voltage as used 
in US households mains electricity. FlexVolt is an amazing 
development, and it will be really interesint to see how it 
changes the way people buy and use power tools.

That’s the really big news of the moment, but it is far from 
being the only thing that is going on. DeWalt has surprised 
us with some new specialty cordless power tools, the Lowe’s 
home brand Kobalt has finally released the 24-volt tools it 
promised a few months ago, and Milwaukee is keen to remind 
us of the tools it has built, and the tools yet to come, includ-
ing their promised 9 amp-hour 18-volt cordless tool battery.

The buying decision
Looking over the tools that are available, HNN would sug-

gest there is something of a difference between this year and 
the past several years. Every professional/tradie buyer has 
a kind of imaginary meter in their heads: on one end of the 
scale is “Me like, me want to buy”, and on the other end of the 
scale is “Could make a difference”. 

That “could make a difference” reading is important to in-
dependent craftsmen and contractors. It can be the tool that 
saves that one crucial hour which means that the job gets fin-
ished, instead of having to come back the next day as well, or 
that saves a few percentage points on costs, or is simply safer, 
faster and gives a better finished result. It can be the differ-
ence between making a decent margin on a job, or keeping a 
key customer happy.

This year there are quite a few tools that fall into the “dif-
ference” category. They do that by pushing the boundaries 
of what is expected just that one notch further. Rather than 
optional, nice to have if you have the money tools, they are 
what HNN is calling “the new essentials”. 

DeWalt’s FlexVolt
But, there is just no question about it: you have to start 

with FlexVolt.
The new product range is based on some unique battery 

technology. The FlexVolt batteries have a nominal voltage 
rating of 60-volt (maximum) or in the Australian market, a 
non-maximum rating of 54-volt. However, these batteries 
remain compatible with DeWalt’s XR range of 20-volt maxi-
mum, 18-volt non-maximum power tools. Additionally, De-
Walt is also producing some cordless power tools operating at 
120-volt — the standard US household current — that com-
bine two of the 60-volt batteries.

Amazon is currently selling the batteries for USD199 for a 

One battery, two voltages
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two-pack of six amp-hour batteries.
DeWalt is also selling a mains current adapter. This en-

ables users to directly connect their FlexVolt cordless tool to 
household current, moderating concerns about running out 
of power on some tasks.

DeWalt has also thought about the problem of air travel. 
Lithium-ion batteries about a certain wattage are not per-
mitted on flights, as there is a potential they could catch fire. 
To get around this problem, DeWalt provides an air travel 
adapter that effectively makes the battery function like three 
smaller batteries tied together.

Voltage switching is automatic between tools. Based on 
DeWalt’s promotional video, the technology works by using 
three rows of batteries. When plugged into a 60-bolt tool, 
these connect in series. When plugged into a 20-volt tool, they 
work in parallel. The result is the high-power of a 60-volt tool, 
or what DeWalt claims as four times the runtime (per amp-
hour) on a 20-volt tool.

The FlexVolt range also includes what DeWalt is calling 
“high-efficiency” accessories, which it says are designed spe-
cifically to increase the runtime on cordless tools.
The tools

DeWalt has announced two 120-volt tools and five 60-volt 
tools. In addition, it has announced plans to release three 
items of outdoor power equipment (OPE).

The 120-volt tools are a fixed blade mitre saw, and a sliding 
mitre saw. The 60-volt tools are a circular saw, a table saw, a 
reciprocating saw, a grinder, and a stud/joist drill. The OPE 
range is expected to include a line trimmer, a blower and a 
chainsaw.
Circular saw DCS575T2

This saw has a 7 ¼ inch full size blade, with an electronic 
brake that stops the blade after the trigger is released. This 
unit also has an LED light that provides clear sight to the 
cutline. DeWalt claims it can cut up to 339 cuts per charge in 
2x4 using a flexible battery.
DeWalt DHS790AB double bevel compound  
sliding mitre saw

Designed for cutting wood, this 120-volt mitre saw is 
capable of 310 cross cuts in baseboard moulding, according 
to DeWalt.  Tall sliding fences support crown moulding up 
to 185mm nested and base moulding up to 175mm vertically 
against the fence. The tool weighs 25kgs. 

DeWalt Circular saw DCS575T2

DeWaltDHS790AB compound sliding  
mitre saw (showing mains adapter)
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DeWalt DCS7485B table saw

This table saw provides 600mm of rip capacity for ripping 
4x8 plywood. Rack and pinion telescoping fence rails make 
fence adjustments smooth and accurate, with tool free ad-
justment of the guarding. Table coating reduces friction for 
smoother cutting. Adjustable rear feet are designed to level 
the saw on uneven work surfaces. 
DeWalt DCS388T1 Reciprocating Saw 

The saw has a keyless lever-action blade clamp, and a vari-
able speed trigger. DeWalt claims it can cut up to 158 cuts per 
charge in a 2x4. 

Details on the other tools in the DeWalt line-up are a little 
hard to find just now, but HNN will keep you posted with 
more news as it becomes available.

Earlier, DeWalt released a line of “standard tool”, with an 
emphasis on specialties. These are the most interesting of 
those.
20V Max threaded rod cutter

Designed to easily cut through mild steel rods up to 13mm, 
and stainless steel rods up to 10mm, the DeWalt DCS350 
will likely find acceptance with electricians, mechanics and 
plumbers currently using corded tools. It uses a four-sided 
rotatable cutting die, enabling the user to choose the right-
sized die for each cutting task. Its design helps to cut down 
on chips and sparks in the cutting process.
20V Max U-Type Died Crimper

This is an interesting tool, as it is part of DeWalt’s foray 
into more connected tools. The DCE300 has what DeWalt is 
calling its “Crimp Connect System”. This system will record 
details of the date/time of a crimp, the force employed, and 
the total number of crimp cycles the tool has performed.

While details remain incomplete, it would seem this data 
can be downloaded from the tool using a USB connector, 
possibly to custom software. A control panel on the top of the 
tool shows battery information and service requirements.

The crimper can deliver up to 118 kilonewtons (12-ton) of 
crimping force. It features a head that can pivot through 270 
degrees, and is designed for one-handed operation.
20V Max Dieless Crimper

The DeWalt DCE350 is very similar to the DCE300, except 
that it is dieless, of course. It features the same Crimp Con-
nect System, and a similar control panel. It uses a four-push-
er design and the head rotates through the full 360 degrees. 
20V Max Press Tool

This tool can press pipe fittings from 12mm to 100mm in 
both copper and stainless steel. It also has the Crimp Connect 
System, and a control panel. The Dewalt DCE200 has a head 
that can rotate through 320 degrees, and is compatible with a DeWalt Threded Rod Cutter

DeWalt DCS7485B table saw

DeWalt DCS388T1 Reciprocating Saw
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wide range of crimping heads and attachments.
20V Max Cable Cutter

No images of this tool are yet available. The DeWalt 
DCE150 can cut a wide range of cables, and features a hard-
ened steel cutting blade.

Lowe’s Kobalt 24-volt tools
While HNN has already previewed these, based on pre-re-

lease media coverage from the US, these tools are now selling 
in Lowe’s, and user reviews give us a better perspective on 
them. One surprise is that Lowe’s is already offering dis-
counts on some of its 24-volt tools, cutting prices by around 
15%. 

The average review rating on the tools ranges from four to 
five stars, which isn’t unusual on the launch of a tool, as it is 
typically enthusiasts who buy them first. We’re just going to 
look at three of the most significant tools: the circular saw, 
drill and impact driver.
24V Max Circular Saw

Reviews of the saw are particularly enthusiastic, with an 
overall five-star rating. Many users praise its extra power and 
depth of cut (it’s a 6.5 inch saw, but has the cutting capacity of 
a regular 7.25 inch saw). For many it is evident this is the first 
cordless saw that actually makes sense, and helps them to do 
tough jobs such as cutting 4x4 fence post flush, with ease.

Bare tool, USD129.
24V Max Cordless Drill

As with the saw, this drill received a five-star rating. While 
users universally praised its power, a few also commented on 
its increased weight. At the same time most felt that it was 
a well-balanced tool, that felt good to use. Some mentioned 
a lack of small touches, such as their being no magnetic bit 
holder.

With 2.0 amp-hour battery, charger and soft case, USD149.
24V Max Cordless Variable Speed Impact Driver

Two features of this Kobalt impact driver received a great 
deal of comment. The first was that it seems to users to be 
no heavier than standard 20V max impact drivers. The sec-
ond was a real appreciation for the drivers “finish” feature. 
Pressing a button (which then illuminates) makes the driver 
use the hammer for only the first second of operation. This 
means the user can “pulse” the trigger, and hopefully get a 
better set to a screw, as well as limiting over-torque, which 
could snap the screw head.

With 2.0 amp-hour battery, charter and a soft carry case, 
USD149.

Milwaukee
Most of Milwaukee’s most interesting innovations have to 

DeWalt Died Crimper

DeWalt Dieless Crimper

DeWalt Press Tool
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do with its One-Key system, which brings Internet of Things 
(IoT) connectivity to power tools. 

This was the highlight of its annual (northern) summer 
promotional event, the New Product Symposium. However, 
there were plenty of coming innovations alongside that to 
keep most tool buyers interested. One of the most significant 
is the coming release of Milwaukee’s 9 amp-hour battery. 
Promised for close to a year, Milwaukee says its release is now 
imminent. 

For the Milwaukee 12-volt range, the company is releasing a 
larger battery as well, increasing it from the current 3 amp-
hour to a 6 amp-hour unit.

Milwaukee is also at the start of making a major play in 
outdoor power equipment (OPE), using the same 18-volt bat-
teries used in its cordless tools. This line of equipment is set 
to be launched in January 2017.

Milwaukee heavily promoted its One-Key tool tracking 
feature, which seems to be evolving in terms of interface. 
As this system relies on an internal battery inside the tool, 
it is difficult to defeat — those batteries last for as long as 18 
months. According to the company, something like 1000 tools 
that were lost or stolen have now been found again by using 
One-Key.

One-Key has also added a lock-out feature, which makes it 
easy to remotely shut down a tool so that it won’t work until 
its owner unlocks it. 

In terms of new tools in the One-Key line, the star is cur-
rently the M18 Fuel Sawzall. Here the One-Key system can 
provide a vital service. By altering the way the saw performs 
based on the type of material being cut, blade life can be con-
siderably enhanced, and cutting tasks can be achieved both 
more easily and safely.

Analysis
The patterns that we have seen in tool development in 

the recent past have largely been about design convergence. 
Most cordless power tool manufacturers have been keen to 
match the offering of their competitors, and possibly squeeze 
out a slight advantage by offering just that little bit more.

This year, each of these major manufacturers have largely 
gone their own way. 

FlexVolt is really a very good marketing move by Stanley 
Black & Decker. The need for more powerful tools, and hence 
a second battery system, has been growing over the past two 
to three years as cordless increasingly becomes the default, 
and having to make arrangements for corded tools somewhat 
annoying. DeWalt has managed to crack the primary problem 
with that: how do you introduce more powerful batteries 
without requiring clients to purchase an entire, second sys-
tem of battery infrastructure? Using one battery that pro-

Kobalt 24V cordless circular saw

Kobalt 24V cordless drill

Kobalt 24V cordless impact driver
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vides the extra power required, but remains compatible with 
the standard DeWalt tools, is very good.

More than anything, though, this move has created a 
strong reason for businesses at the heavy end of building and 
construction to either stay with the DeWalt system they are 
already using, or even switch to it, either wholly or partially. 
Both Techtronic Industries (TTI) with its Milwaukee brand, 
and Bosch with its professional “Blue” brand, had begun to 
make inroads on that market through their adaptations of 
mobile phone technology, converting tools into part of the 
Internet of Things.

That technology gap still exists, and Stanley Black & 
Decker will need to address it in some way in the near future. 
However, at the very least, this move provides the company 
with more time, and secures its credentials as being at the 
forefront of tool development.

That tech-gap might be the driving force behind DeWalt’s 
push into its downloadable data tools. There may be an ele-
ment of that, but these tools are also more likely to appeal to 
smaller contractors who are less concerned about connectivi-
ty, and don’t find downloading data to be a bad thing to do.

The Kobalt 24-volt tools represents a brilliant move by 
Lowe’s. It has identified a particular strong slice of the mar-
ket, which is those professionals/tradies who are unwilling 
to entirely let go of their corded tools as they don’t like to 
compromise on power. 

These tools are, according to the initial reviews, well-de-
signed, and deliver on the power promise. Lowe’s also promis-
es they will have long lives, due to using less-stressed sys-
tems, and time will prove whether this bears out. If it does, 
then Lowe’s may be on its way to establishing a “must have” 
set of tools for specific contractors involved in areas such as 
fencing and framing. While they can’t match the new DeWalt 
tools for power, they do provide a reasonable step up.

Milwaukee has done amazing things with its technologi-
cal development of its One-Key tools. While the features it 
currently offers are very attractive to owners of large fleets of 
tools, it will be interesting to see how well the company “gears 
down” these capabilities so that smaller contractors and even 
individuals are interested in them as well. 

The One-Key Sawzall is one clear step in that direction. 
Being able to offer a high degree of fine control, as well as “re-
membered” settings for different situations would be enough 
to make heavy users of these tools take a second look.

The story of tool development over the next two years will 
be one of understanding how to bring more technology to 
specific markets, in such a way that its uptake is high enough 
to pave the way for yet more technology. Each of these 
companies has selected a specific path, and it is going to be 
interesting to see how these strategic choices play out.

Milwaukee Sawzall with One-Key
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A five-bedroom home 
located in the Brisbane 
suburb of Grange has 
won top prize in the 
2016 HIA-CSR Austra-
lian Housing Awards 
in the project home 
category. It was made 
by construction and 
development company, 
kalka.

Judges were im-
pressed by how the 
home managed to 
blend into the existing 
streetscape by observ-
ing the size, scale and 
style of neighbouring 
homes. kalka founder 
and director Hugh 
Bridle said it was a 
fantastic achievement 
to be acknowledged 
among so many major 
contenders. He told 
News Corp.:

We place such a high 
importance on design, 
functionality and qual-
ity so it’s an honour 
to be recognised with 

an award that reflects 
these attributes. The 
beauty of the award 
is that it acknowledg-
es the work that our 
team are doing and 
goes a long way to rec-
ognise their continued 
commitment to kalka 
and the way we do 
things.

The two-level home, 
with a contract price 
under $400,000, was 
built to Brisbane Small 
Lot Code require-
ments, with attention 
to high quality interior 
layout and finishes.

The overall design 
maximised the indoor/
outdoor living space, 
with features such as 
heightened ceilings to 
create a sense of open-
ness, and windows 
positioned for cross 
airflow and interior 
natural light.

The open plan kitch-
en, dining and living 

has spaces defined 
by different ceiling 
heights, with the 
bedrooms and main 
bathroom upstairs.

HIA managing di-
rector Shane Good-
win said the awards 
program represented 
the exacting standard 
of its more than 40,000 
members involved in 
residential construc-
tion. He said:

HIA members are 
dedicated to achieving 
the very best work-
manship and stan-
dards in every project 
they undertake. HIA’s 
awards provide a 
tremendous opportu-
nity for our members 
to showcase their 
projects and highlight 
building and design 
excellence.

HIA project home 
winner

Manufacturing 
expands for 11 
months

The Australian 
Industry Group’s 
performance of man-
ufacturing index fell 
2.4 points to 51 in May 
2016, however the in-
dex remains above the 
50-level indicating the 
sector is expanding.

Factory activity has 
now been growing for 
11 consecutive months 
– the longest unbro-
ken run of expansion 
since September 2006. 
Ai Group chief execu-
tive Innes Willox said 
in a statement:

Australian manufac-
turing is recovering 
in 2016 in response to 
the lower dollar, but it 
is also rebalancing in 
response to changes in 
global production and 
consumption trends.

Even though the 
Australian dollar had 
appreciated in recent 
months, it was still 
supporting growth 
albeit at a slower pace.

Five of the eight 
manufacturing 
sub-sectors reported 
growth, led by con-
sumable goods such 
as food and beverages 
and wood and paper.

Manufacturers 
reported being wary 
about potential impact 
of the upcoming fed-
eral election on their 
businesses.

in this  
update:

Light steel 
frames for  
custom houses

New  
Blackwoods 
CEO

Kubota  
develops self-
driving tractors

Ausdrill sells 
Drilling Tools 
Australia

HIA project 
home winner

AIG reports 
manufacturing 
expands
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BONE Structure® 
has been using a pat-
ented light steel frame 
building technology 
and integrated process 
for its high-end cus-
tom homes. It recently 
broke ground on its 
first California net 
zero-energy project.

BONE Structure 
creates custom homes 
built from columns 
and beams that are 
laser cut in a man-
ufacturing plant 
and delivered to the 
site for assembly. A 
licensed BONE Struc-
ture assembly crew 
of five workers will 
assemble the shell of 
the home in days, each 
using battery powered 
drill, and one type of 
self-tapping screw 
to secure the steel 
columns and beams in 
place.

Electrical, plumbing, 
heating and ventila-
tion systems are easily 
connected thanks to 
pre-cut openings 
acting as “highways” 
within the structure. 
Pre-cut insulation 
panels clip into place 
between the steel 

columns and polyure-
thane foam insulation 
is sprayed on the ex-
terior, tightly sealing 
the building and acts 
as a vapour barrier. 
Together, the steel 
structure, insulation 
panels, spray insu-
lation, and the roof 
create a tight, energy 
efficient envelope.

The Canadian com-
pany began assembly 
on the 3,200 square 
foot home in Stan-
ford that will meet 
California’s 2020 Zero 
Net Energy new home 
building require-
ments.

The home was com-
missioned by profes-
sor Mark Jacobson, 
the head of the Atmo-
sphere and Energy 
Program at Stanford 
University to serve as 
his personal residence. 
He said:

I wasn’t in the mood 
to build a house, but 
after having looked 
at a lot of houses, I 
thought I could make 
the home more energy 
efficient and to my lik-
ing if I built it myself. 
I looked into a couple 

of prefab companies to 
reduce waste and dis-
ruption on the jobsite. 
I selected BONE Struc-
ture because it allows 
for a custom design to 
make the most of my 
odd-shaped lot.

While any architect 
can utilise BONE 
Structure’s steel 
construction system 
in its design, Profes-
sor Jacobson opted 
to have one of BONE 
Structure’s in-house 
architects design the 
new home. He said:

The steel frame sys-
tem allows for exciting 
design features that 
would not be possi-
ble using traditional 
building methods. 
Interior spaces and 
window lines can run 
up to 25 feet between 
columns.

BONE Structure 
homes can have a 
large open plan inte-
rior space and double 
height ceiling allow-
ing for natural light 
throughout. Future 
reconfiguration is sim-
ple, and be changed 
as needed. The home’s 
shell produces near 

zero waste, made of 
89% recycled steel, 
and is 100% recyclable, 
seismically resilient 
and safe from dam-
age by termites and 
mould. Charles Bovet, 
vice president of 
BONE Structure – US 
said:

This is a great first 
project for BONE 
Structure in California 
and a perfect example 
of the benefits of our 
system…Our shells are 
net zero ready, mean-
ing they are extremely 
energy efficient and 
with the addition of 
a small solar system 
they can produce 
more energy than they 
consume.

BONE Structure ex-
pects to build 50 new 
homes in California in 
2016. The company is 
scaling up to pro-
duce 1,000 residences 
per year to meet a 
growing demand for 
this disruptive home 
construction tech-
nology. It is the only 
net zero-ready energy 
builder that can pro-
duce homes on a large 
scale.

Light steel frames for 
luxury custom homes

New Black-
woods CEO

Wesfarmers has 
tapped a former Co-
ca-Cola Amatil veteran 
executive who led 
the fight to save fruit 
packing and canning 
company SPC Ard-
mona as the chief of 
its industrial supplies 
business.

Peter Kelly has been 
appointed to a new 
and broader role as 
chief executive of 
Blackwoods, with 
responsibility for its 
Australian and New 
Zealand operations. 
His appointment fol-
lows the consolidation 
of Wesfarmers’ various 
industrial consum-
ables businesses under 
the Blackwoods um-
brella by Wesfarmers 
Industrials boss Rob 
Scott.

Mr Scott told staff 
Mr Kelly was a “highly 
regarded business 
leader with significant 
industrial and com-
mercial experience in 
Australia and interna-
tionally”.

Mr Kelly took the 
helm of SPC Ardmo-
na in 2013 with the 
company battling to 
survive in the face 
of fierce competition 
from cheaper import-
ed fruit and vegetable 
products. He improved 
production and 
launched new prod-
ucts, while marshal-
ling government and 
community support.

When Mr Kelly left 
CC Amatil at the end 
of March 2015, chief ex-
ecutive Alison Watkins 
said he had “restored 
the confidence of con-
sumers, customers and 
shareholders” in SPC 
Ardmona.
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A smarter 
way to  
measure

The new Hilti PD-C 
Laser Range Meter is 
designed for building 
professionals and 
tradies alike. They 
often spend more time 
than they’d like writ-
ing and organising pa-
per measurements so 
workers won’t waste 
time on materials from 
incomplete data.

To save time and 
eliminate the worries 

of incomplete data, the 
Hilti PD-C with touch 
screen is engineered to 
take fast and accurate 
measurements.

Aside from its 
touch-screen capa-
bility, the Hilti PD-C 
Laser Range Meter 
also offers a powerful 
camera. This combina-
tion of features allows 
the user to sketch 
distances directly 
on the photos taken. 
With one hand, the 
operator can capture 
a laser measurement 
— simply point, shoot 
and mark dimensions 
directly onto the pho-
to. The device is able 

to accurately measure 
heights of ceiling and 
long distances up to 
656 feet.

The camera features 
a targeting function 
where a user can spot 
the laser target easily 
whether indoors or 
outdoors and under 
any light conditions. 
The Hilti PD-C has 
time saving intuitive 
guides and geometric 
calculations built into 
the software, which 
are visible on the 
large smartphone-like 
screen.

The Hilti PD-C Laser 
Range Meter has 4GB 
memory, so the user 

can take more than 
3000 measurements 
on any given day. It 
can convert and share 
data in single PDF or 
CVS reporting formats 
and transfer it though 

USB to any computer 
or via Bluetooth to An-
droid devices. Photos 
with measurements 
can also be exported 
as a jpeg files.

Three new attach-
ments have been add-
ed to Troy-Bilt’s FLEX 
range, a customisable 
yard care system 
that was introduced 
last year. The system 
revolves around one 
engine that can accept 
multiple attachments.

The FLEX Dethatch-
er, Plug Aerator and 
Water Pump now join 
the original attach-
ments, the FLEX 
Wide-Area Mower, 
Leaf Blower, Snow 

Thrower and Pressure 
Washer. In the US, 
they are exclusively 
stocked at Lowe’s 
stores.

The FLEX system 
has been honoured 
by the Edison Awards 
with a gold award 
in the Home Tools & 
Maintenance category. 
Originally established 
in 1987, the Edison 
Awards have rec-
ognised excellence 
in new product and 
service development, 

marketing, design and 
innovation.

Dethatcher
The FLEX Dethatch-

er covers more ground 
in fewer passes, 
combing grass with 
7.5-inch, zinc-coated, 
double-torsion spring 
tines. It offers six dif-
ferent height settings 
to ensure quality 
performance through 
all types of grass.

Plug Aerator 
The FLEX Plug Aera-

tor has a 28-inch oper-
ating width engaging 
sixteen, 12-gauge 
galvanised steel plug 
spoons that manually 
rotate to extract soil 
plugs as deep as two 
inches. The integrated 
weight trays accom-
modate several weight 
sources commonly 
found around the 
home – like cinder 
blocks or paver bricks 

– which will help dig 
even deeper.

Water Pump
The FLEX Water 

Pump has a 120gpm 
(gallons per minute) 
max water flow rate 
and a 20-foot rein-
forced suction hose 
designed to supply 
water to the pump in 
all appropriate pump-
ing applications. The 
water surge is subse-
quently discharged 
through a 25-foot flat 

discharge hose, with 
up to 80-foot total lift 
and 20-foot suction 
lift. It can work in a 
variety of positions, 
high and low.

Additionally, this 
water pump comes 
with all pieces and 
parts, including hoses, 
all couplings and 
integrated storage to 
keep everything in one 
place – so it’s ready 
to go wherever and 
whenever it’s needed.

Troy-Bilt 
adds to 
FLEX line
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DAP® PLASTIC 
WOOD® All Purpose 
Wood Filler can help 
rejuvenate wood 
surfaces to make them 
look new again. And 
now, DAP PLASTIC 
WOOD-X makes the 
application process 
simpler with the 
patented DryDex® Dry 
Time Indicator. It has a 
unique formula which 
goes on pink and dries 
natural, letting users 
know when it’s time to 
sand and stain.

Both products 
feature a latex-based 
formula that is easy to 
clean up with water, 
low in odour and 
looks and acts like real 
wood.

The All Purpose 
Wood Filler is engi-
neered to dry with 
minimal shrinking and 
no cracking to provide 
a permanent solution 
for professionals and 
DIYers who want to 
repair interior and ex-
terior wood surfaces. 

Its thick, knife-grade 
consistency spreads 
smoothly and even-
ly, which is ideal for 
vertical surfaces or 
to mould and sculpt 
corners.

Once cured, the wood 
filler is three times 
stronger than most 
other products on the 
market and provides 
strong nail and screw 
anchoring capabilities. 
While other wood 
filler products appear 
speckled or disco-
loured, Plastic Wood 
All Purpose dries a 
consistent natural 
colour to maintain 
a blemish-free ap-
pearance that can 
blend well with real 
wood when stained or 
painted.

It is also available 
in squeeze tubes and 
comes in multiple 
wood shades, includ-
ing natural, golden 
oak, red oak, walnut 

and white. Kate Piche, 
group product director 
at DAP said:

Using DAP PLASTIC 
WOOD All Purpose to 
easily repair unsight-
ly holes, scratches 
and gouges in wood 
surfaces can give your 
home a refreshed 
look. It is the perfect 
solution for repairing 
imperfections in wood 
trim, floors, furniture, 
cabinetry, doors and 
more.

DAP has made wood 

repair application pro-
cess easier by adding 
its patented DryDex 
dry time indicator 
to the performance 
of PLASTIC WOOD 
– creating PLASTIC 
WOOD-X. Working in 
the same way as the 
All Purpose Wood Fill-
er, PLASTIC WOOD-X 
goes on pink and dries 
natural so there’s no 
guesswork when it’s 
time to sand and stain. 
It can create an invisi-
ble repair. 

DAP  
Plastic 
Wood All 
Purpose 
Wood Filler

Pliers  
designed to pull

Fibre cement 
decking from 
Allura

The new Crescent Code 
Red™ Nail Pulling Pliers is 
becoming known for its ease-
of-use and durability.

It is the speed, strength and 
function of these pliers that 
makes them competitive. 
With the curved foot of the 
Nail Pulling Pliers and quick 
grip parallel jaws preventing 
slippage, users can apply 
maximum force simply by 
leveraging weight into the 
curved foot.

The racing red, ergonomi-
cally designed, comfortable 
grip allows for one hand 
operation so any work can be 
done quickly.

Pulling old nails and stuck 

staples used to be a struggle 
but Crescent has engineered 
the Code Red Nail Pulling 
Pliers to guarantee a thera-
peutic release for all manner 
of fasteners.

The hand tool is designed to 
pull finishing nails; floor sta-
ples; wire and coaxial staples; 
headed nails and brads.

No matter the degraded 
state of the nail head, wheth-
er it is in the front or back of 
the material, how stubbornly 
fixed it is or where the staple 
or fastener is located; the 
Crescent Nail Pulling Pliers 
are made to work the first 
time and with less damage 
and 
marring 
than tra-
ditional 
nail 
pulling 
pliers.

A technology once used exclu-
sively for home siding is making 
its way to backyard decks. It 
can eliminate costly repairs 
associated with water damage, 
fading deck colour, wood rot, 
wood-boring insects and board 
gaps.

Water, humidity, pollen and 
sun exposure can leave an out-
door retreat looking faded and 
dingy after just one season. This 
can turn having backyard deck 
into a maintenance nightmare for 
homeowners. In response, many 
US homebuilders are turning to 
fibre cement decking by Allura.

Fibre cement stands up 
to weather conditions in all 
climates, it does not rot and 

wood-boring insects are never 
an issue. The product is flame re-
sistant, cooler on feet and unlike 
real wood, doesn’t fade, peel or 
chip. Tom Taylor, Allura’s direc-
tor of customer relations said:

The only time you have to 
repaint or stain fibre cement 
is if you want to change the 
colour. Allura decking looks 
like wood, but with none of 
the hassles. Fibre cement 
is changing everything we 
previously came to accept 
about backyard decks. It’s an 
affordable choice for trans-
forming a landscape.



73

hnn.bz

products

Digital tools 
for renos

General Tools’ 
ToolSmart™ line in-
cludes a free Android 
or iOS mobile app that 
uses Bluetooth or Wi-
Fi technology to wire-
lessly connect to four 
handheld measuring 
and inspecting tools. 
Data from each device 
is instantly transmit-
ted to the app, which 
automatically stores 

and catalogues the 
information and de-
termines the materials 
and tools necessary to 
complete the project.

The ToolSmart prod-
uct range includes a 
laser distance measur-
er with a range of 100 
feet; a video inspection 
camera with a pen-
cil-thin camera-tipped 
probe that can capture 
videos and photos; a 

digital multimeter for 
measuring voltage, 
current, resistance and 
surface temperature; 
and a digital angle 
finder with a range of 
225 degrees. Greg Bon-
sib, vice president of 
marketing at General 
Tools said:

General Tools is 
excited to be teaming 
with Lowe’s to help 
tradesmen, DIYers and 
craftsmen work smart-
er, measure better and 
be more productive.

The design of 
the ToolSmart app 
eliminates the need 
to jot down readings 
on scraps of paper 
that often get lost in 
cluttered project areas. 
In addition, the preci-
sion of the ToolSmart 
devices combines with 
the app’s capability 
to store and integrate 
data. This combination 

can also generate a list 
of materials and tools 
to minimise human er-
ror. Product manager, 
Andrew Micallef said:

Working in concert, 
the ToolSmart app 
and devices provide 
precise support for 
even the most intricate 
and complex building, 
remodelling, wood-
working or inspection 
projects.

Founded in 1922 as 
General Hardware 
Manufacturing, 
General Tools has over 
1,200 products includ-
ing specific-purpose 
mechanical hand tools 
as well as precision 
measuring and inspec-
tion tools.

Click ad to visit hbt.net.au
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One of the most com-
mon causes of damage 
and durability problems 
to concrete and masonry 
surfaces is water. Damage 
caused by moisture, is rap-
idly becoming the major 
cause of structural destruc-
tion to masonry structures.

The range of Drizoro 
Construction Products 
available from Scientific 
Waterproofing Products 
(SWP) makes water-
proofing of concrete and 
masonry surfaces a sim-
ple undertaking. Specific 
brands include Maxseal 
Foundation, Maxseal Flex, 
Maxplug and Maxjoint 
Elastic. They have been 
widely used in Australia 
since 1992, and manufac-
tured in Spain since 1977.

Each of these products 
from Drizoro is cement 

based so they penetrate 
the pores and actually be-
come part of the surface. 
This provides a totally dry 
interface against either 
positive or negative flow.

Once cured, Drizoro 
products can be rendered, 
tiled or painted over. 
Furthermore, they can be 
tinted to achieve deco-
rative colours, textured 
and troweled to achieve a 

decorative finish.
The Drizoro range is 

user-friendly, suitable 
with potable water and 
non-toxic. This makes 
suitable for extremely 
confined places, and clean 
up is achieved with water, 
eliminating the use of toxic 
chemicals and solvents.

Surfaces requiring resis-
tance to hydrostatic or stat-
ic pressure such retaining 

walls (including DINCEL) in 
car parks and basements 
pose no problems for 
Drizoro materials. They 
must be applied to a wet 
surface, making it ideal for 
this type of work.

Drizoro Construction 
Products are available from 
Scientific Waterproofing 
Products. 

Contact details
Unit 4/92 Bryant Street 

Padstow NSW 2211
Phone: (02) 9771 0011 

Fax:(02) 9771 0077

Website:
 http://www.scientificwa-

terproofingproducts.com.
au/

Email: 
info@scientificwater-

proofingproducts.com.au

Drizoro Construction Products 
The most comprehensive range of cement based 

waterproofing and concrete repair products.

Maxseal  
Foundation

Maxseal Foundation is 
a cement-based product 
that, with special additives 
and selected aggregates, 
can provide total water-
proofing protection to 
concrete, bricks and blocks 
due to its high resistance 
to aggressive waters. It will 
seal against positive and 
negative water pressure.

Maxseal Flex

Maxseal Flex is a coating 
with flexible and water-
proofing properties that 
adheres to practically 
every surface including 
concrete, natural and artifi-
cial stone, mortar plasters, 
bricks, concrete blocks – 
when they are subjected 
to both positive or nega-
tive high water pressure. 
Once applied and cured, 
Maxseal Flex provides 
a non-toxic, flexible and 
waterproof coating.

Maxplug

Maxplug is a quick-set-
ting cement-based mortar 
that instantly stops running 
water from cracks, fissures, 
holes or other openings in 
concrete and masonry. It is 
non-shrink and sets within 
three to five minutes de-
pending on the tempera-
ture. Once Maxplug sets, 
it adheres perfectly to the 
substrate. It only requires 
water for mixing.

Maxjoint Elastic

Maxjolnt Elastlc is a 
two-component product. 
Component A is a liquid 
based on special synthetic 
resins. Component B is 
supplied in powder form, 
as a mortar based mix-
ture of cements, additives 
and special aggregates. 
When both components 
are mixed, an elastomeric 
product with high bond 
strength is achieved. 

 http://www.scientificwaterproofingproducts.com.au/
 http://www.scientificwaterproofingproducts.com.au/
 http://www.scientificwaterproofingproducts.com.au/
mailto:nfo@scientificwaterproofingproducts.com.au 
mailto:nfo@scientificwaterproofingproducts.com.au 
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Malco shear attachments 
are labour saving and cost 
effective.

A metal-cutting pow-
er shear is now a more 
accessible and practical 
job-site addition than ever 
before. Cost-effective Tur-
boShear attachments from 
Malco Products quickly 
insert into the chuck of a 
corded or cordless drill, 
or impact driver, to make 
fast straight, curved or 
square cuts in sheet metal, 
metal roofing and building 
panels.

A sleek, lightweight 
aluminium cast shear head 
and a compact, moulded 
polymer drill clamp allow 
maximum portability and 
ease to go wherever the 
work is. The telescoping 
clamp adjusts to fit both 
length and width of a drill 
motor housing as well as 
smaller bodied impact 
drivers. The clamp collar 
allows the shear head to 
be rotated 360-degrees 
and set in any position to 
optimise tool clearance 
and facilitate easy material 
flow.

Malco TurboShears can 
be operated at high or 
low speeds for the control 
users need to make pre-
cise trim cuts, follow tight 
patterns or navigate cuts 
over profiles.

A Malco model TSCM 
TurboShear attachment 
provides enormous value 
for both the time savings it 
offers and the low invest-
ment required to achieve 
clean precise cuts in corru-
gated metal roofing panels 
every time.

Specialised, elongated 
blades with compact jaws 
create a steep 75-degree 
offset so that the drill is 
held at a more vertical 

approach when starting a 
cut. As the offset blades 
follow the rising angle of a 
corrugated profile, the drill 
handle or battery pack has 
clearance to naturally tip 
downward and still clear 
the roofing panel surface.  
These hardened carbon 
steel blades offer long ser-
vice life in 0.31 to 0.61 mm 
steel roofing material.

A versatile model TSHD 
TurboShear attachment 
features heavy-duty 
gearing and larger, wid-
er-opening blades for 
cutting up to 1.22mm cold 
rolled steel, including lay-
ered metal and seams. The 
model TSHD is easily ma-
noeuvrable and capable of 
making precise trim cuts, 
following tight patterns. 
With the head rotated for 
adequate clearance, it can 
also navigate mild corru-
gated profiles.

Both of the TurboShear 
models have a lateral 
blade adjustment capabil-
ity to ensure that cutting 
performance and manoeu-
vrability can be maintained 
for the life of the blades. 
Replacement blades are 
available and can be easily 
installed on the job.

Contact  
BND Australia on 

1300 883 520  
for your nearest retailer. 

More information on the 
Malco range in Australia 
can be found at 

http://bndaustralia.com.au/
   

Malco Shear Attachments 
Labour-saving, cost-effective, Malco makes power 

tools even more capable

http://bndaustralia.com.au/    
http://bndaustralia.com.au/    
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Cowdroy’s Weatherseal 
range can be integrated into 
any design, or fitted by the 
consumer to existing doors or 
windows. The range is made 
as easy as possible to install 
and come complete with fit-
ting instructions and self-adhe-
sive backing tape. They are a 
cost-effective way to seal gaps 
and cut energy bills.

The range of weatherseals 
and gap fillers can be fitted to 
jambs, faces or edges of most 
windows and doors. Choosing 
the right product depends on 
the specific needs.

CM11 Gap Filler
Gap Filler seals gaps in most 

windows and doors that are 
3mm to 4mm. It is easy to ap-
ply and saves time and money 
on expensive sealants when 
large gaps or cracks require 
filling.

It is suitable for domestic and 
commercial applications and is 
available in 6mm, 10mm and 
15mm diameters. The product 
comes in a 5m roll and is avail-
able in white.

CM14 Foam  
Windows & Door Seal

This continuous foam seal 
may be fitted to jambs, faces 
or edges of most windows and 
doors. It is suitable for most 
windows and doors and seals 
against the heat, cold, dust, 
draughts, noise and insects.

It is available in three dif-
ferent sizes. CM14 measures 
9mm x 6mm, suitable to seal 
gaps 3mm to 5mm and is 5m 
long. It is available in grey and 
white.

CM14A is 19mm x 6mm, 
suitable to seal gaps 3mm to 
5mm, is 5m long and is white.

CM14B is 12mm x 12mm, 
seals gaps 8mm to 11mm, is 
2.5m long and is white.

CM48 Rubber  
Windows & Door Seal

This continuous rubber seal 
may be fitted to jambs, fac-
es or edges of windows and 
doors. It suits most windows 
and doors and will seal against 
the rain, heat, cold, dust, 
draughts, noise, insects and 
seals against rodents. It will 
seal gaps 3mm to 5mm, is 5m 
long and comes in white or 
brown.

CM59 Rubber  
Window & Door Seal

This continuous rubber seal 
can be fitted to jambs, faces 
and edges of windows and 
doors. It suits most windows 
and doors and seals against 
the rain, heat, cold, dust, 
draughts, noise, insects and 
rodents. It seals gaps 2mm to 
3mm, is 5m long and comes in 
white and brown.

CM61 Brush  
Window & Door Seal

This continuous brush seal 
may be fitted to jambs, fac-
es or edges of windows and 
doors and seals against the 
heat, cold, dust, draughts and 
insects. It suits all windows and 
doors and seals gaps 3mm to 
5mm. It is 5m long and comes 
in grey.

 
Contact Cowdroy

Cowdroy can be contract by 
phone at:

1800COWDROY
or by email at:
sales@cowdroy.com.au
The Cowdroy website is 

located at:
www.cowdroy.com.au

Cowdroy Weatherseal range
Easy-to-install range of weather seals and gap fillers 

for windows and doors

mailto:sales@cowdroy.com.au 
http://www.cowdroy.com.au

