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Bunning has 
put forward 
planning 
proposal for 
very small 
warehouse-
style retail 
premise in 
inner-Sydney.

This could be 
the prototype 
for a whole 
new line of 
Bunnings 
stores.

Bunnings’ proposed 
store at the inner-Syd-
ney location of 
Parsons St, Rozelle is 
no ordinary Bunnings 
store. With a selling 
floor space of just 4,100 
square metres, includ-
ing 500 square metres 
of outdoor garden 
space, it is one of the 
smaller Bunnings 
stores in the big-box 
retailer’s fleet.

While Bunnings has 
made great strides 
with its “medium” 
format stores, such 
as the one at Colling-
wood, on the outskirts 

of the Melbourne 
CBD, this store would 
appear from the plan 
diagrams to be quite 
different. Rather 
than concentrating 
on fitting the max-
imum amount of 
selected stock into a 
“compact” space, the 
Balmain store follows 
the design layout of 
the larger warehouse 
stores. As the planning 
documents state:

The Bunnings “small 
format warehouse” 
is a new venture for 
the company which 
currently develops 

contemporary large 
formats of some 
17,000m2 to 20,000m2 
and medium formats 
of some 12,000m2 to 
16,000m2.

The documents go 
on to characterise the 
purpose of this kind of 
retail layout:

It is relevant that the 
large contemporary 
hardware outlets are 
“destination” sites 
whereas the small 
outlets are more “con-
venience” sites for local 
residents and trades 
persons. 

The store has two 

floors of selling space, 
with the upper floor 
apparently having an 
open area for garden 
plants and supplies. 
The two floors are con-
nected by a travellator. 
It has a number of 
other unique features, 
including a turntable 
in its shipping dock for 
trucks.

This store is likely 
aimed at the weekend 
quick stop market, as 
well as the weekend/
weekday drive-by/
drop-in traffic, predom-
inantly by DIYers, but 

Bunnings’ Balmain  
micro-warehouse

continues next page
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also, in this inner-ur-
ban location, trades-
people as well. 

To put it simply, this 
Bunnings store could 
well be the trial pro-
totype for a rollout of 
smaller format stores 
that are directly aimed 
at taking market share 
from smaller indepen-
dent stores in urban 
locations. It is consid-
erable effort, too, with 
the store predicted to 
cost $11.8 million to 
construct.

From a location 
standpoint, looking at 
the map, it’s easy to see 
why Bunnings is at-
tracted to this location. 
It is virtually trian-
gulated by the three 
existing Bunnings in 
the general area, At-
aramon, Ashfield and 
Alexandria.

HNN will cover in 
more detail at a later 
date the retail charac-
teristics of this new 
store layout. What is 
of most interest at the 
moment is how Bun-
nings is working the 
planning the system 
so as to get this type of 
store approved. 

Planning 
approvals

Given the style of 
the store, local small 
hardware stores see 
it as a direct threat to 
their businesses. The 
Hardware Store has its 
Balmain branch locat-
ed a few minutes drive 
from the proposed site, 
and its owner, Grant 

Crowle, has 
been vocal 
in his view 
the store 
should not 
be allowed 
to go ahead. 
Not only 
will the 
store likely 
directly 
impact 
his own 
operations 
(which 
have been 
ongoing 
since 2003), 
but he says 
it has the 
potential 
to worsen 
traffic con-
gestion in 
an area that 
is already 
highly con-
gested. 

There is 
also the 
matter of 
parking. The planning 
documents that only 
74 car parking spaces 
will be provided in a 
basement car park. 

Protests have reached 
a state where an online 
petition has been or-
ganised to provide a fo-
cal point for objections, 
and a sign appeared 
for a brief time, lashed 
to the fence around 
the site (currently an 
unused warehouse) 
protesting the develop-
ment.

However, as usual, 
Bunnings’ property 
team have developed a 
clever approach to get-
ting approval for what 

could turn out to a con-
troversial store loca-
tion. To begin with, the 
site had been granted 
planning approval in 
2012 for a three-level 
building with indus-
trial establishments 
on the ground and 
mezzanine level, and a 
fitness gym on the top 
level. This will tend to 
make protesting the 
building itself a more 
difficult task.

That plan (which 
never went beyond 
planning approval) 
called for 94 parking 
spaces. How, then, can 
Bunnings, as a retailer, 
get away with provid-

ing only 74 spaces?
The answer is in 

the way Bunnings 
has positioned this 
store in the planning 
documents. The 
planning documents 
provide this analysis 
of the likely traffic that 
would be generated by 
the store:

• the projected traf-
fic generation of the 
previously approved 
development for the 
site were significant-
ly greater than that 
projected for the 
proposed Bunnings 
development during 
the weekday peak 
periods

• the projected 
weekend peak for the 
proposed Bunnings 
development may 
be higher than the 
potential for the ap-
proved development, 
however the flows 
on Robert Street and 
Mullens Street are 
significantly lower at 
these times (i.e. than 
the weekday AM and 
PM peaks).

Essentially what is 
going on is that Bun-
nings is “fitting” the 
store into the conges-
tion patterns of the 
area. It is claimed that 
the store will gener-

Bunnings Balmain micro-warehouse (cont.)

Artist renderings of proposed Bunnings micro-warehouse

A sign protests the planned project.

continues next page
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ate less traffic during 
times when the traffic 
is at its highest, that 
is, on weekdays, and 
reach peak traffic loads 
only on weekends, 
when general traffic is 
at its lowest.

Just to add to the pic-
ture, Bunnings is also 
claiming that another 
new, full-size Bunnings 
warehouse it has 
underway, at Victoria 
Road in Gladesville, 
will also divert some 
traffic away from the 
Balmain Bunnings. 

The calculations re-
garding parking spaces 
are just as interesting. 
There is an existing 
standard for the num-
ber of parkings spaces 
that must be provid-
ed for a retail floor 
areas. In this case, that 
standard calls for 1.78 
spaces per 100 square 
metres of floorspace. 
In this case, that would 
work out to 73, and 
Bunnings is supplying 
74 spaces.

Analysis

While it is evident 
that the new Bunnings 
would affect trade at 
the long-established 
The Hardware Store 
nearby, it seems quite 
likely that this is not 
the primary target of 
this venture. Just 15 
minutes away down 
the Western Distribu-
tor is one of Mitre 10’s 
most praised retail out-
lets, the Sunlite Mitre 
10 store in Paddington. 

When Mitre 10 began 
to suggest it would 
consider acquiring 
the operations of the 
Home Timber and 
Hardware Group 
(HTH), HNN did 
suggest that this could 
alter the competitive 
situation between Bun-
nings and Metcash’s 
hardware operations. 
This could be one of 
the first moves in that 
direction by Bunnings. 

If so, the company 
may be planning to 
adopt a quite unique 
approach. Rather 
than – as it has done 

in the more blue-col-
lar Collingwood store 
– seek to produce 
a compact, as ful-
ly-stocked as possible 
store, Bunnings may 
select profitable, more 
upmarket locations 
to expand into. The 
stores it builds in 
these locations may be, 
instead of small and 
compact, scaled down 
warehouses, with more 
of a sense of space, and 
more limited stock. It 
wouldn’t be surpris-
ing if many of these 
locations turned out 
to be near stores that 
are fully-owned by 
Metcash.

There are a number 
of other intriguing pos-
sibilities to this as well. 
There are signs that 
Bunnings could well 
launch an ecommerce 
site in calendar 2017. 
Having more urban, 
smaller stores, could 
open the way for it to 
facilitate ecommerce, 
by offering click-and-
collect, or an online 
expansion of its special 
ordering services. 

Another possibility 

is that these stores 
in more upmarket 
suburbs might end 
up being the primary 
distribution points 
for some Bunnings 
products that continue 
to seem slightly out of 
place in its standard 
suburban warehouse 
stores. Chief amongst 
these is the company’s 
range of outdoor furni-
ture, which competes 
favourably with some 
of the furniture offered 
by Harvey Norman 
and even Domayne. 

If that did prove the 

case, it would be likely 
these small warehous-
es have less of an im-
pact on retailers such 
as The Hardware Store, 
as the stock overlap 
would be smaller. 

In the meantime, 
Inner West Council 
is accepting public 
submissions on the 
proposal until Decem-
ber 19. The develop-
ment application can 
be found here:

goo.gl/M8YYi9

Bunnings Balmain micro-warehouse (cont.)

Grant Crowle owns The Hardware Store, with premises in 
Balmain and Alexandria

http://hnn.bz/
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Ruralco is 
focusing on 
growth after 
a cost cutting 
program

After a $14.1 million 
management restruc-
ture to strip out excess 
costs, Ruralco plans to 
make up ground on the 
back of a 70% net prof-
it slump recently. The 
farm supplies, agency 
and water equipment 
group added 19 new 
businesses to its net-
work during the past 
year.

Ruralco is the parent 
agribusiness for a host 
of rural livestock and 
property agencies, 
plus the 38-branch 
Total Eden network 
and merchandise 
group Combined Rural 
Traders (CRT). It has 
270 business outlets 
Australia-wide, many 
owned in partnership 
with their operators.

The group is set to 
launch a generic line 
of drench and lice 
treatments under 
the Covine brand by 
mid-2017 following this 
year’s successful pri-
vate label release of the 
Relyon farm chemical 
range.

Ruralco has also 
teamed up with the 
ASX-listed Steadfast 
group to merge its 
insurance broking 
business into a joint 
venture with Ausure 
Consolidated Brokers 
(ACB). This more than 

doubles its insurance 
footprint and provides 
better back office sup-
port and underwriting 
capabilities.

In Tasmania, Rural-
co’s agency subsidiary, 
Roberts is set to absorb 
the TP Jones and Com-
pany rural retail busi-
nesses in Launceston, 
Longford, Latrobe and 
Campbell Town in Feb-
ruary 2017. It will sell 
its Kubota and Agco 
machinery dealership, 
Tasmania Farm Equip-
ment, in Devonport, 
Launceston, Smithton 
and Hobart.

At the same time, 
Ruralco has been in-
corporating the recent 
purchase of three addi-
tions to its Total Eden 
water equipment sta-
ble in the NSW Lower 
Hunter Valley (Hunter 
Irrigation) and two in 
South Australia’s River-
land. They are part of 
the 19 new businesses 
added to the network 
in the past year. 

However, tight mar-
gins in the livestock 
export business and 
the cancellation of 
an export licence for 
its southern Frontier 
International opera-
tion in July became the 
trigger for a big cost 
cutting drive and man-
agement revamp.

Live export and water 
business restructuring 
alone cost the compa-
ny more than $8 mil-
lion, with redundan-
cies, six store closures 
and the divestment of 
the machinery busi-
ness costing a further 
$4.4 million.

The restructure, and 
an $8.7 million slide 
in live export gross 
profits, eroded Rural-
co’s 2015-16 after-tax 
net profit to just $4.2 
million.

However the group 
still posted strong 
results in its core 
traditional business, 
with rural supplies’ 
gross profits up 16% to 
$118 million and agency 
gross profits up 3% 
to $105 million. The 
company has spent 
$14 million on restruc-
turing and divestment 
costs.

Managing director, 
Travis Dillon, has not 

released estimates on 
the value of the cost 
savings to Ruralco’s 
bottom line, but he said 
the “strategic cost out 
benefits will more than 
cover the expenses 
we’ve incurred”. He told 
Farm Online:

We’ve taken action 
which needed to be 
taken; we’ve got a very 
engaged workforce; 
we’re very comfortable 
with our platform, and 
we’re very optimistic 
about the business 
outlook for the next six 
months.

Despite the lean 2015-
16 net profit result, the 
company’s underlying 
performance was solid 
with revenue up 10% 
to $1.8 billion and gross 
profit lifting from last 
year’s $297.7 million to 
$304.9 million.

goo.gl/NXO1Do

Ruralco expands, 
following cuts

http://hnn.bz/
http://goo.gl/NXO1Do 
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Boral buys 
US company 
Headwaters

supplier update
Boral’s US acquisition

Boral has agreed to 
buy Utah-based firm 
Headwaters for USD2.6 
billion (AUD3.5 billion) 
in a deal that will dou-
ble the size of its US 
business.

It will be funded by a 
AUD2 billion share is-
sue, as well as borrow-
ing and Boral’s existing 
cash, according to the 
company’s announce-
ment to the Australian 
stock exchange.

Chief executive Mike 
Kane said the deal 
would provide cost 
savings of around 
USD100 million per an-
num within four years 
of closing. He said in 
the statement:

The businesses of 
Headwaters are highly 
complementary with 
Boral’s existing US 
operations – in fly ash, 
roofing, stone and light 
building products.

Headwaters chief 
executive and chair-
man Kirk Benson said 
the combined group 
would be one of the 
“leading manufactur-
ers and distributors of 
building products and 
construction materials 
for infrastructure, new 
residential, repair and 
remodel, commercial 
and institutional con-
struction”.

American dream

The market was 
quick to connect 

Boral’s big bet on the 
US with the election 
of Donald Trump, 
who has promised to 
launch a USD1 trillion 
(AUD1.35 trillion) infra-
structure investment 
program via tax breaks 
for the private sector 
to boost economic 
growth.

Headwaters’ fly ash 
business (a waste 
product from coal-
fired power plants that 
is used as a cement 
substitute in heavy 
construction) would 
be a big beneficiary of 
what Mr Kane called 
a “Trump bump”, 
although he insisted 
this would be “gravy” 
for Boral and hadn’t 
been built into its due 
diligence projections.

So when Mr Kane 
told AFR Weekend “this 
was the time to buy 
this business in this 

cycle” he was talking 
less about infrastruc-
ture and more about 
the recovery in the US 
housing market.

The huge US housing 
crash a decade ago 
caused new housing 
starts to slump from 
more than 2 million in 
2005 to just 646,000 in 
fiscal 2009.

The bursting of the 
US housing bubble 
sparked the global 
financial crisis and led 
to millions of home 
foreclosures. Property 
prices plunged more 
than 20% and many 
gave up on the great 
American dream of 
owning or building a 
home.

As a major manu-
facturer of bricks, 
other cladding like 
stone, roofing, tiles 
and building materials 
in the US, Boral was 

already leveraged to 
the US housing market 
and badly hurt by the 
downturn.

Today, Mr Kane’s the-
ory is simple. Due to 
years of under-build-
ing since the crisis 
and strong pent-up 
demand, the housing 
market has bottomed 
and is now in a five-
to-seven year upswing 
that will see housing 
starts move back to 
their long-term annual 
average of 1.5 million, 
from around 1.2 million 
in 2015.

Mr Kane says the 
market is now largely 
controlled by so-called 
“production” home 
builders who own huge 
land banks. Prior to the 
GFC, when the econ-
omy was awash with 
money, these groups 

continues next page
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were in a building frenzy but today they are being much 
more cautious.

The result, Mr Kane said drawing on his 42 years of experi-
ence in the US market, could actually be a more sustainable 
market. He said:

It’s a housing market that’s been characterised by violent 
swings every seven to eight years. And now we are probably 
going to be in a 10 to 12-year recovery.

While the Headwaters deal will help diversify Boral’s US 
operations away from the new-home market – the propor-
tion of revenue from new homes in the US business will fall 
from 66% to 45% after the deal – housing will remain the key 
to Boral’s American dream. Around USD810 million (AUD1.1 
billion) of its revenue in the US will remain exposed to the 
sector.

Beyond the macroeconomic and political forces influenc-
ing the success of the takeover, a benefit to Boral is that 
Headwaters can sell its products through Home Depot and 
Lowe’s stores.

https://goo.gl/ldOyxT
https://goo.gl/ktjYIi

Headwaters’ products includes high quality siding and roofing.

http://hnn.bz/
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James Hardie cuts FY expectations

Building products 
supplier James Hardie 
has downgraded 
expectations for its 
full-year adjusted net 
operating profit, saying 
production constraints 
are affecting its ability 
to meet US demand.

The company noted 
that analysts’ forecasts 
for net operating profit 
excluding asbestos-re-

lated adjustments 
for the year ending 
March 31, 2017, ranged 
from USD256 million 
to USD285 million 
(AUD342 million to 
AUD381 million).

But management 
expects full-year 
adjusted net operating 
profit to be between 
USD250 million and 
USD270 million. The 

comparable adjusted 
net operating profit 
for fiscal 2016 was 
USD242.9 million.

Chief financial 
officer Matt Marsh 
said in a briefing 
for market analysts 
that James Hardie 
was taking steps to 
increase manufactur-
ing capacity to meet 
strong demand now 
and in the future. 
Mr Marsh said the 
downgrade was 
driven by a combina-
tion of start-up costs 
and the company not 
being able to ship 
everything it had 
orders for. He said:

So a combination of 
those two is really the 
driver of the adjust-
ment down to USD250 
million to $US270 
million.

Chief executive Louis 
Gries said it would be 
another two or three 
quarters (six to nine 
months) to get James 
Hardie’s manufac-
turing network up to 
targeted performance 

levels.
James Hardie expects 

the US housing market 
to grow steadily in fis-
cal 2017. But although 
US housing activity 
was improving, market 
conditions were uncer-
tain and some input 
costs were volatile.

In Australia, net 
sales are expected to 
trend in line with the 
average growth of the 
renovation and single 
detached housing 
markets in the eastern 
states.

James Hardie re-
cently booked a 24% 
fall in first-half profit 
to USD144.1 million, 
mainly due to greater 
asbestos-related ad-
justments in the prior 
corresponding period.

Excluding asbes-
tos-related adjust-
ments, net operating 
profit was up 10% to 
USD141.4 million, from 
USD128.7 million a year 
earlier.

Net sales rose by 11% 
to USD973.5 million, 
driven by higher sales 

volumes in the North 
American fibre cement 
business and a higher 
average net sales price 
in the international 
fibre cement segment, 
which includes Aus-
tralia.

Although demand 
in the renovation and 
new housing markets 
grew in the US, James 
Hardie’s production 
costs increased be-
cause of unfavourable 
plant performance and 
higher start-up costs 
associated with lifting 
the production capaci-
ty of the US plants.

In Australia, net sales 
for the half-year lifted 
due to a higher average 
net sales price and 
greater volumes. But 
the guidance pointed 
to a transition year for 
the company, where 
good volume growth 
does not provide the 
upside that the market 
may have anticipated.

https://goo.gl/ZBPh77

James Hardie chief executive Louis Gries
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Eco-friendly equipment  
finds favour

A recent survey con-
ducted by Husqvarna 
shows that its US-
based customers prefer 
eco-friendly equip-
ment and are willing to 
pay more for it.

The Green Spaces 
Survey was conducted 
in August of this year. 
Of the 1,579 consum-
ers polled, 65% stated 
they would choose a 
landscaper who uses 
eco-friendly outdoor 
power equipment over 
one who doesn’t.

Companies 
that choose to be 
eco-friendly are also 
more likely to receive 
ongoing customer sup-
port, as 72% of the sur-
vey respondents said 
they would support 
eco-friendly companies 
over those that do not 
use battery-powered 
equipment. Jeff De-
wosky, vice president 
and general manager 
for Husqvarna North 
America, said:

Husqvarna is commit-
ted to keeping a pulse 
on the future of public 
green spaces so we 
can best advise both 
consumers and pro-
fessionals on sustain-
able, efficient ways to 
maintain parks, as well 
as commercial and resi-
dential properties. This 
report demonstrates 
that there’s a demand 
for more eco-friendly 
outdoor power equip-

ment and the benefits 
that the technology 
provides.

Along with being 
eco-friendly, the con-
sumers polled also had 
an interest in quieter 
outdoor power equip-
ment, with 57% saying 
they would pay more 
for a landscaper who 
uses quieter equip-
ment. A strong majori-
ty of respondents (71%) 
felt that companies 
that choose eco-friend-
ly equipment should 
receive tax benefits.

At GIE+EXPO, the 
largest industry event 
for outdoor power 
equipment held each 
year in Louisville, 
Kentucky (USA), 
Husqvarna revealed 
additions to its 500 
Series battery lineup, 
including the 536LiPT5 
and 536LiP4 pole saws. 

Both saws have an 
intuitive keypad and 
a 10-inch bar, but the 
536LiPT5 comes with 
a telescopic tube and 
weighs slightly more 
at 10.8lbs (almost 5kgs); 
the 536LiP4 weighs 
7.4lbs (3.6kgs).

The 536LiLX trimmer 
is another addition 
and features a two-way 
rotation head, enabling 
users to operate the 
product in both a 
forward and backward 
direction. The 536LiH-
D60X hedge trimmer, 
meanwhile, has been 
upgraded with a new 
proprietary motor that 
maximises its working 
time, and the tool’s rear 
handle can pivot to en-
able both vertical and 
horizontal trimming.

As with all of Husq-
varna’s battery-pow-
ered equipment, each 

model can share the 
same type of battery.

On the more tradi-
tional gas-powered 
side of things, Husq-
varna has two new 
trimmers and edgers.

Husqvarna said the 
522L trimmer is an 
affordable option for 
landscapers who don’t 
want to forfeit the 
manufacturer’s durable 
design. The 525LK 
trimmer features a 
detachable shaft that 
allows it to be a jack-
of-all-trades, swapping 
out attachments such 
as a dethatcher, brush-
cutter and edger.

The 525ES edger 
has a steel shaft drive 
while the 525ECS edger 
comes with a curved 
shaft and flex drive.

https://goo.gl/SrA8SK
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Aussie online 
retailer is 
utilising virtual 
relaity for its 
customers

Australian online 
retailer The Blue Space 
will launch its virtual 
reality (VR) technology 
in early 2017 to enable 
shoppers to choose and 
buy bathroom designs.

The technology will 
replicate the custom-
er’s own kitchen or 
bathrooms (including 
dimensions), which will 
allow them to see what 
a range of packages 
would look like in their 
own space. Managing 
director, Josh Mammo-
liti told Power Retail:

It simply takes the 
hassle out of shopping 
for a kitchen, bathroom 
or laundry. You can 
really see what each 
choice you make will 
look like in your house. 
You can ‘live in it’ 
before you buy. It helps 
with choice, saves time 
and reduces the risk of 
buying something you 
don’t actually like.

The virtual reality 
technology also shows 
real lighting and reflec-

tions, from the exact 
position of the sun 
as it moves through 
the day, based on 
the customer’s home 
specifications. This can 
create a more accurate 
ambiance of lighting 
when they are viewing 
their virtual bathroom 
design.

The retailer said its 
VR technology is with-
in 99.9% dimensionally 
accurate, to correctly 
display all the fixtures 
and fittings in the 
space including all 
hardware and surfaces. 
Mr Mammoliti said:

Bathrooms are quite 
complicated, especial-
ly when people are 
sinking usually $5,000 
or a lot more into one. 
I wanted to build a 
business that looks at 
everything that makes 
it difficult for a custom-
er to build a bathroom 
or kitchen, and do ev-
erything to take down 
those barriers.

As the former digital 

strategist for Caroma, 
Mr Mammoliti saw a 
gap in the marketplace, 
and decided to start 
a company that takes 
the stress and hassle 
out of building a bath-
room.

The company primar-
ily operates online but 
it has recently devel-
oped a bricks-and-
mortar presence, with 
showrooms in Bris-
bane and Victoria. A 
few more have opened 
in New South Wales 
where customers can 
book for a virtual reali-
ty consultation or have 
their bathrooms built 
online in 3D. He said:

The showrooms will 
be about the virtual 
reality and consultancy 
side of things – it’s not 
really about the tradi-
tional showcasing of 
physical products.

We’re aiming for 
people to come in, 
do a 3D bathroom or 
experience it via virtual 
reality and for us to 

do the specifications. 
We can design the 
bathroom for them. 
We give them a code. 
They then load it up 
on their computer 
when they go home 
and play with it, show 
their family, chop and 
change things and 
then buy from home.

The technology is in 
its first generation and 
Mammoliti said his vi-
sion for The Blue Space 
is that people can do 
this in their homes, 
with their own virtual 
reality systems.

Developers of the 
technology, Situ, are 
currently refining the 
design, with a virtual 
colour palette to be 
implemented into the 
system at a later stage.

The Blue Space is 
looking to install more 
pop-up stores in high 
traffic locations. Mr 
Mammaloti said:

We’re currently 
testing it out to mak-
ing sure it all works. 
Customers will also 
eventually be able to 
buy through the VR 
technology, which is 
also being tested for 
its future generation 
models.

https://goo.gl/
XDOF9O

Bathroom retailer
using virtual reality

http://hnn.bz/
https://goo.gl/XDOF9O
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Whether or not 
Channel Nine’s reality 
renovation show “The 
Block” managed to 
meet its objectives 
during its 12th season 
depends on how you 
want to define those 
objectives. If the goal 
was, after the disaster 
of “Reno Rumble”, to 
come back with a show 
that managed to equal 
Season 11, then “The 
Block” actually did 
meet its objectives. 

If the goal was to 
made some kind of 
headway back to the 
audience numbers the 
series enjoyed back in 

Seasons 8 and 9, before 
the disaster of season 
10, then the show 
failed.

Graph 1, below, tells 
the story. This shows 
the regular season, out-
side of the split finale. 
The show did manage 
to build a little momen-
tum, in weeks seven 
through to nine, with 
nine being the kitchen 
reveal week. However, 
its showing after the 
kitchen reveal was 
quite poor, with the 
week 12 shows, which 
seemed disorganised 
and lacking in focus, 
really dragging down 

the end-of season 
numbers.

In Graph 2, on the 
following page, the ef-
fect of this poor end of 
season can be clearly 
seen. In all the other 
audience measures, 
Season 12 holds its 
own. It offers, in fact 
a very slight improve-
ment over the previous 
season.

Season 13?

The big question, of 
course, is whether “The 
Block” will be given 
yet another season. 
There seems very little 

hope that after three 
lacklustre seasons, the 
show will suddenly 
turnaround, and begin 
performing as well as it 
did in the past. 

On the other hand, 
it does manage to fill a 
great deal of program-
ming time, and offers 
almost a guarnteed top 
ranking on the night of 
the finale, which must 
be worth something to 
the TV executives at 
Channel Nine. 

The question for 
HNN to answer is, of 
course, whether it real-
ly offers any real value 
to home improvement 

a few  
quick stats:

A report by BI 
Intelligence 
shows some 
interesting 
ecommerce 
stats from the 
US:

Ecommerce 
continues to 
produce a high 
growth rate of 
16%.

Mobile 
commerce is 
beginning to 
replace other 
forms of access 
(i.e. desktop).

Media, 
sporting and 
hobby goods 
are shifting to 
digital quickly.

Furniture 
sales are also 
performing 
strongly, 
despite 
logistics.

statistics
Sponsored by

The Block Season 12: 
Final statistics

Graph 1:Average weekly audiences for The Block seasons 8 to 12.

http://hnn.bz/
http://abscosheds.com.au/
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advertisers.
That is one of those 

questions that has 
become exceptionally 
difficult to answer. 
The amount of compe-
tition for the attention 
of the DIY audience 
continues to grow, not 
just with the launch of 
additional TV shows 
that cater to a similar 
audience, but also the 
growing attraction of 
online DIY content.

Type in the Google 
search “diy on tv”, and 
you get the listing of 
TV shows shown in 
the image at right. 
Where “The Block” 
is highly generalist, 
each of the shows that 
come up from the DIY 
Network are highly 
specific, and targeted 
at a very segmented 
audience.

In the end, “The 
Block” itself, and its 
format may be less to 
blame for its failures. It 
is TV itself that is sim-
ply not coming close to 
meeting the expecta-
tions of audiences.

stats

Graph 2:How The Block performs across a range of audience measures.

Results from a Google search for “diy on tv”.

http://hnn.bz/
http://www.saint-gobain.com.au
http://www.saint-gobain.com.au
http://abscosheds.com.au/
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companies

Overall 
revenue grew 
slightly, while 
EBIT declined 
more.

The hardware 
division saw 
revenue 
increase by 
close to 10%. 
EBIT rose by 
close to 8%.

HTH 
contributed 
$51.5 million 
to revenue, 
but nothing to 
EBIT.

Discounting 
HTH revenue, 
EBIT margin 
increased 
from 2.19% to 
2.36%.

Australian supermarket and hardware 
wholesaler Metcash has released its results for 
the first half of its FY 2017, to 31 October 2016. 
Sales revenue was reported as $6629 million, 
up by 0.35% on the previous corresponding 
period (pcp), which was the first half of FY 2016. 
Earnings before income tax (EBIT) was reported 
as $82.8 million, down by 4.72% on the pcp. Net 
profit after taxes was $74.9 million, down by 
38.61% on the pcp. 

Net profit was affected by several non-recur-
ring items. The pcp comparative profit included 
profits of $35.1 million, relating to the sale of 
Metcash’s automotive operations to Bursons. 
The current results include the acquisition costs 
for the Home Timber & Hardware Group (HTH) 
of $4.5 million, and an additional $3.4 million 
spent on Metcash’s “Working Smarter” program 
aimed at reducing operational costs.

Metcash reported that while the hardware and 
liquor divisions had performed well, the results 
had been impaired by a dip in the 
performance of the company’s 
food and grocery operations. For 
the latter, revenue fell by 1.16% 
and profit before tax fell by 8.05%.

In a comment presented in 
Metcash’s earnings press release, 
the company’s CEO, Ian Morrice, 
is reported as stating:

Despite difficult market condi-
tions in the Supermarket sec-
tor, Independent Retailers are 
continuing to invest in growing 
their businesses, including new 
stores and refurbishments, and 
we remain focused on supporting 
this growth. The acquisition of 
HTH broadens our footprint in 
the hardware sector and, along 
with smaller acquisitions in the 
Liquor business, have diversified 
the Group’s earnings base.

The Group’s strong underlying 
cash flows have further strength-
ened our financial position. 

Metcash is well placed to invest in growth oppor-
tunities, as well as in further operational cost 
and efficiency improvements.

Hardware

The company reported sales revenue for its 
hardware operations of $581.6 million, up by 
9.59% on the pcp. Profit before tax was $12.5 
million, an increase of 7.76% on the pcp. The 
company reported that sales on a like-for-like 
(comp) basis increased by 1.7%, up from the pcp’s 
number of 1.3%.

The newly acquired HTH operations did not 
materially contribute to EBIT, according to Met-
cash. However, HTH did contribute $51.5 million 
to revenue.

In its presentation to investment analysts, 
Metcash stated that its EBIT percentage of 
sales fell to 2.1% for the reporting period, down 
from 2.2% in the pcp, noting a decline, however, 

Metcash FY 2016/17 
first half results

Metcash
2016/17 H1 2015/16 H1 Change

Sales revenue 6629 6606 0.35%

Underlying Profit 
After Taxes

82.8 86.9 -4.72

Earnings before 
income tax

128.1 133.7 -4.19

Net profit 74.9 122.0 -38.61

AUD Millions

Metcash Hardware Division
2016/17 H1 2015/16 H1 Change

Sales revenue 581.6 530.7 9.59%

HTH Sales revenue 51.5 0

Earnings before 
income tax

12.5 11.6 7.76%

EBIT margin 2.36% 2.19% 0.17%

AUD Millions

http://hnn.bz/
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of just 4 basis points or 0.04%. Based on the 
non-contribution to EBIT by the HTH revenue, 
HNN believes a more representative EBIT mar-
gin for Mitre 10 operations would be 2.36% (or as 
Metcash would present that number, 2.4%) an 
increase of 17.2 basis points.

Metcash said the increase in EBIT came 
despite pressure from Masters’ liquidation sale, 
and the unseasonal cool weather on Australia’s 
eastern seaboard.

The company noted that it completed a 
further four Sapphire store transformations 
during the half, bringing the total to 16. It claims 
an average sales increase of 17% across these 
revised stores.

Acquisition

Adjusting for cash already held by HTH, bal-
anced against adjustments to working capital, 
the $165 million acquisition cost for HTH works 
out to $163.2 million. Assets acquired included 
trade receivables and loads amounting to $171.1 
million, and inventories amounting to $125.6 
million. These and other assets balanced against 
trade payables and provisions of $168.1 million 
balance the acquisition out at $163.2 million. No 
goodwill was included in the transaction. Total 
transaction costs amounted to $6.4 million.

Metcash noted that the 2% retention rebate 
provided by HTH was discontinued in October 
2016. Integration of HTH and Mitre 10 is expect-
ed to be completed by the end of FY 2018. The 
company states that it expects HTH to contrib-
ute more than $10m to EBIT during the second 
half of FY 2017, exclusive of integration costs.

Analysis

The food & grocery division of Metcash con-
tinues to struggle in what has become a highly 
competitive retail sector. Roy Morgan holds 
that IGA’s market share, at around 10%, is now 
less than that of Aldi, which it believes has 12% 
Australia-wide.

One possibly hopeful event on the horizon 
would be the entry of US online retailer Ama-
zon into Australia, as Amazon has suggested it 
might make use of Metcash’s supply chain. Even 
should this occur, Metcash and other grocery 
retailers could be hard-hit by the entry of Ama-
zon, which could take market share in profitable 
staples such as laundry detergent.

HNN has suggested in the past that Metcash 

has used Mitre 10 largely as a means of financ-
ing its ambitious goals in the grocery sector, 
making the minimum investment required to 
secure a good return, rather than making lon-
ger-term investments to grow the business into 
the future. The addition of HTH to the hard-
ware division may change that equation some-
what, but it is difficult to see Metcash taking on 
much more risk over the next two years. 

The long-term question that remains is wheth-
er Metcash will become a diversified retailer, 
moving to make its grocery business a smaller 
contributor overall, or if the company will 
instead spin-off its hardware division at the end 
of FY 2018 so as to finance further expansion in 
its grocery business.

HNN notes that, as has become the 
case over the past 18 months, Metcash 
has delayed making the recording of its 
presentation results to analysts available. 
HNN will be providing separate analysis 
of this when it does become available. 

companies

http://hnn.bz/
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As retail strategists, we all feel sometimes 
that looking 10 to 15 years ahead seems al-
most pretentious. This is particularly the case 
at the moment, when the retail sector looks 
set to experience some turmoil over the next 
three or four years, which could change just 
about every projection we’ve already made. 
The potential entry of Amazon to the Austra-
lian market, increased automation in manu-
facturing, and the opening up of parts of Afri-
ca as production centres will all have effects.

Rigging Australia’s  
housing market
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That said, there are some types of strategic decisions that 
really need a long-term view. One obvious area is determining 
the location for a new store, especially when it’s an expan-
sion, and you are hoping for something that will be slightly 
contra-cyclic to existing stores. Retail locations can take up to 
five years to fully develop, and most would plan on an addi-
tional five years of returns following that.

Aside from that kind of investment planning, though, 
there are some other opportunities that only become evident 
from a longer-term view, and that require longer-term think-
ing. HNN believes there could be such a longer-term advan-
tage developing in the Australian market currently. It relates 
to what could be a fairly major shift in the way urban-based 
real estate markets operate in the area around state capital 
cities. 

What we would suggest is that, for the last 20 years, these 
real estate markets have become increasingly “rigged” to fa-
vour those who already own property, to the disadvantage of 
new entrants into the property market. (By “rigged” we don’t 
mean anything corrupt, but we do think there is a pattern of 
actions with the goal of keeping property prices maximised.)

While some of this is state-based, with state governments 
working to keep what they see as an important sector of 
their electorate happy, much of it is Federal-based as well. 
One reason why property markets have been protected is 
likely so as to provide a boost to the large number of Austra-
lians who will move into their retirement years over the next 
decade, and who could otherwise create a substantial drain 
on the budget.

However, this attempt to control property values has not 
fully taken into account the increasingly digital economy of 
Australia. As those who end up being disadvantaged – young-
er couples seeking to buy their first home – are also the group 
with the most familiarity and comfort with technology, it is 
possible they will use technology to find a way around this 
problem. 

While this could, in the long-term, create instability in 
real-estate markets, it is likely to benefit home improvement 
retailers, especially those who have prepared strategically for 
this change.

Today: inefficient markets
While it regularly makes front page headlines, the property 

market is seldom analysed in great detail. Often it is simply 
assumed that rising house prices indicate the economy is 
going well, and that times will be particularly good for home 
improvement retailers, as high house prices tend to increase 
the number and value of home renovation projects, as well as 
accelerating new builds.

While the number and value of renovations is a good 

Pricing out the people
There are four major influences 

on house prices:
• Land supply
• Planning regulations
• Commute distances
• Mortgage rates

The basic thesis is that these are 
manipulated so as to keep house 
prices high. From a state govern-
ment perspective, this keeps the 
majority of the electorate (home 
owners) happy. From a Federal 
Government perspective, this also 
provides ageing baby boomers 
with a financial resource that will 
ease the burden on the govern-
ment as more of them move into 
retirement age.

The big losers are the young first 
home buyers. They are effectively 
being asked to pay the equivalent 
of a social security levy when they 
purchase their first home.

One way of escaping this situa-
tion may be for these younger buy-
ers to purchase properties in areas 
distant from city centres, then use 
partial or full telecommuting.

This trend, even if it remains 
small, could lead to lower house 
prices in the future, especially for 
younger people.
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indication of the short-term health of home improvement 
retail, a better medium-term predictor is the formation of 
new households in owner-occupied dwellings. It is fairly ev-
ident that today many large real estate markets in Australia 
are inhibiting growth in this area, as first-time home buyers, 
and buyers seeking to expand from multi-unit dwellings to 
detached dwellings, have trouble finding appropriate proper-
ties.

About markets

Efficient markets are supposed to allocate resources by bal-
ancing supply and demand. High demand triggers low supply, 
which triggers price increases, leading to increased produc-
tion. Conversely, high supply reduces unsatisfied demand, 
which leads to price reductions and decreased production.

In the case of the current real estate market around many 
major Australian cities, high demand has continued without 
any real increase in supply. Much of that control over supply 
is in the hands of state governments, which control both the 
release of state-held land for building, and planning regula-
tions which determine what can be built where.

In particular, many commentators see a reluctance by state 
governments to release more state-held land for residential 
development as being a key to the current high prices for 
entry-level housing. The economics website Macrobusiness 
(www.macrobusiness.com.au) highlighted this process in a 
2014 article about control of land release in Canberra:

One thing that separates Canberra from the major capitals is 
that there are swathes of vacant land located close by to the 
various activity centres in Civic, Woden, Tuggeranong, Belcon-
nen, and Gungahlin. In an open market, free from excessive 
government interference, such land 
would be made open to develop-
ment, ensuring that land prices 
remained affordable for housing.
However, such a situation does not 
exist in the ACT. Instead, the gov-
ernment owns most of the available 
land, which it rations to the market 
via a quota system, thus ensuring 
that land prices remain high and 
homes are overly expensive.

goo.gl/R9CF02

Other commentators have 
pointed to similar processes in 
place in most of Australia’s states 
and territories.

Outside of the obvious remedy 
of land release, other efforts to 
increase supply, such as changes to 
planning regulations that make it 
easier to build more multi-dwelling 

http://goo.gl/R9CF02
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residences, have also been met with serious resistance. 
Melbourne has indicated particular resistance to the intro-

duction of more multi-dwelling residences. There have been 
claims of the threat of “vertical slums” developing, of an over-
supply of apartments “crashing” the market, and so forth. 

What has actually been happening, as Australian Bureau 
of Statistics (ABS) numbers indicate, is that the multi-unit 
dwelling market in Melbourne has begun to take on the 
pricing rhythms and patterns of the detached housing mar-
ket. That would indicate that where once the apartment and 
detached house markets were quite separate, they are now 
becoming more of a single, conjoined market.

However, real estate prices are such that simply increas-
ing availability by building more apartments may not be 
enough to satisfy demand. A secondary front in the same 
struggle has been the development of increasingly smaller 
apartments. With the age of first marriage steadily creeping 
upwards, to now be close to 30 for men, singles are looking at 
ways to get into the property market on a single income.

Yet while many cities that have faced the same market 
problems have become advocates of smaller apartments, 
under 37 square metres in some cases, architects and others 
involved in city planning have resisted similar moves in Mel-
bourne. Draft guidelines proposed in June 2016 would require 
a minimum apartment size of 50 square metres.

Beyond these measures that directly and immediately 
affect the supply of dwellings, there have also been indirect 
failures that have contributed to the problem. Melbourne in 
particular has made poor investments in both its private and 
public transport infrastructure. 

Not only have morning and evening car commute times 
increased in Melbourne, but intra-city transport times have 
also increased dra-
matically for week-
day business hours. 

The most recent 
innovation in pub-
lic transportation 
for Melbourne has 
been to reduce 
seating on trains by 
between 13% and 
20%, increasing the 
nominal (not max-
imum) load-carry-
ing capacity of an 
average (Siemens) 
six-carriage train 
from around 800 to 
900. (The maximum Micro apartments designed for a building in New York City.
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“crush-load” on these trains is close to 1600.) Reducing seating 
to increase capacity is pretty much a last-ditch alternative 
for public transportation, a final admission that, in fact, the 
entire system needs to be replaced.

These failures in infrastructure mean that people find 
themselves increasingly penalised the further out from the 
city centre they live. This makes inner city dwellings even 
more attractive, driving prices still higher. Yet, despite this, 
Melbourne continues to contribute to its problems by in-
creasing centralisation around the city centre, instead of 
helping to develop viable satellite areas, as Sydney has man-
aged to do.

All of these problems were recently neatly summarised in 
a speech given in late October 2016 by the Australian Federal 
Treasurer, Scott Morrison, to the Urban Development Insti-
tute of Australia. In his introduction he stated:

Supply-side constraints include: complex land planning and 
development regulation; insufficient land release; the plan-
ning, cost and availability of infrastructure provision; trans-
action and betterment taxes, public attitudes towards urban 
infill; and, for Sydney in particular, 
physical geographic constraints.

goo.gl/FrHsef

Solutions exist

Cities such as Melbourne are 
frequently compared to overseas 
locations such as San Francisco 
and even New York and London 
when it comes to house prices and 
housing availability. Yet the fact is 
that Melbourne, just like almost 
all state capitals, is very different 
from these other cities. Drive 
45km in just about any direction, 
and housing rapidly thins out, to 
be replaced by rural land, or at 
best land that has been allocated 
to low-density housing. There is 
no shortage of actual area 
on which housing can be 
constructed. 

Cities such as San 
Francisco in California 
have, instead, radically 
constrained geographic 
boundaries. San Francis-
co is built on a narrow 
peninsula which, just to 
make things interesting, is 
subject to periodic earth- Heat map of house prices around Houston, Texas, USA

Heat map of house prices around Melbourne, Australia

http://goo.gl/FrHsef
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quakes. Attempts have been made to extend the city through 
land reclamation from the San Francisco Bay. Indeed, most of 
the (uncharacteristically flat) financial district of the city is 
built on reclaimed land. But as recent events indicate, build-
ing on that land is rife with problems, in particular subsid-
ence. 

By contrast, view the housing maps of just about any city 
in the USA’s southwest or mid-west geographic areas, and 
you will see a radically different picture. Housing is far more 
widespread in distribution. As a result house prices have 
remained far more reasonable and obtainable. These are the 
geographic regions that most closely duplicate the situation 
for most of Australia’s state capitals.

To provide some sense of where the US housing market 
is today, these are comments offered by the chief financial 
officer of The Home Depot, the US-based home improvement 
big-box retailer, when commenting on the forecast for the 
company during November through January, FY 2016/17:

So we looked at the affordability index which is over 150%, so 
that’s good news. And then we went back and looked at, okay, 
historical percentages of household income used for mort-
gage payments. If you look at the years 1995 through 2000, 
22% of homeowner’s income was used for their mortgage 
payment. It’s down now to about 14%. Interest rates could go 
up to 7%, and no one is suggesting that will happen, but in-
terest rates could go up to 7% and we would be back to about 
22% of household income used for mortgage payments. So 
we’ve got a long way to go before there’s any impact, we think, 
to our business from rising interest rates.
A report from ratings agency Moody’s in December 2015 

indicated that on average Australian two-income households 
were spending 29% of their income servicing their mortgages, 
despite record low interest rates. In Sydney they were spend-
ing 39%, and in Melbourne they were spending 32%. In Perth, 
which has seen housing price falls, the rate was down to 21%.

goo.gl/4bbZKd

The question

To put the question that arises from the above situation as 
clearly as possible: If there is an admitted shortage of housing 
that average working couples can afford, and there are some 
evident solutions ready to hand, why have the market forces 
been daunted, and the result been steadily increasing house 
prices, and a steady reduction in affordability?

The answer must be that, despite all the press and atten-
tion given to housing affordability, there are other concerns 
that are more pressing and given a higher privilege. 

Inside the markets
To better come to grips with what forces are influencing 

housing affordability, we need first to examine closely the 

http://goo.gl/4bbZKd
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two main components of the housing market, the demand 
and the supply.

Housing market demand

One oft-quoted figure is that home ownership in Australia 
is amongst the highest in the world, at around 68%, though it 
has declined slightly in recent years. It is now similar to the 
home ownership rates held by France, the UK and the USA. 
Other advanced nations do have much lower rates, with Swit-
zerland at around 45%, and Germany at 55%. Romania tops 
the list with over 95%, while Mexico has 80%.

What drives this high level of ownership? There are two 
main drivers. One is cultural and largely emotional in nature. 
The other is a more rational need to wisely invest funds.

It is better to deal with the latter of these first, as the for-
mer actually gets much of its underlying force from positive 
assumptions made about the latter. The raw question is: does 
buying a house make good financial sense as compared to 
instead renting, and investing in other assets?

Fortunately for us, this is a question that has already been 
explored at some length by a number of academic papers. For 
our purposes the most useful of these is likely an academic 
paper from Melbourne University, written by Dominic Crow-
ley and Shuyun May Li, entitled “An NPV Analysis of Buying 
versus Renting for Prospective 
Australian First Home Buyers”, 
published in 2014. This can be 
accessed at: 

goo.gl/CWtULS

This paper takes a 30-year slice 
of time, from 1983 through to 2013, 
and divides it into 20 10-year se-
quential slices of investment time 
(1983 to 1993, 1984 to 1994, up to 2003 
to 2013). For each of these 10-year 
slices, and for each of Australia’s 
eight state capitals, the authors 
estimate whether investors would 
have been better off buying the 
house they lived in, or renting that 
same house and instead investing 
their money.

The results of this study are 
shown in Table 1. As this indicates, 
while there is a distinct weighting 
towards buying a house, the out-
comes are actually far from being 
completely certain. Certainly the 
idea that investing in a house is 

Table 1. Rent/buy real estate investment decision table.

http://goo.gl/CWtULS
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dominantly the best possible idea is proved to be untrue. The 
authors also point out in the paper that, looking at a 20-year 
investment cycle, the best investment pathway would have 
been to switch at key times from home ownership to invest-
ment in other assets. They also point out that the investment 
regime used to obtain these results was quite conservative, 
and that it is likely even a slightly more aggressive invest-
ment attitude would have yielded different results.

While these results certainly do not wipe out the idea that 
investing in a home is great idea, they do indicate that not 
investing in a home is far from a disastrous path to follow. 
While the authors did not calculate this, it would be interest-
ing to see a comparison that omitted the incentives that the 
government provides for home investment, such as the tax 
deductibility of interest paid on home loans. At a guess, given 
the loss of that incentive, the two decisions would be nearly 
equal for much of the time.

The second area of demand, which in light of the above 
seems all the more significant, is the cultural and emotional 
demand. The desire to own your own home has long been 
seen as an essential part of being “Australian”. 

But for just how long has that been going on? As it turns 
out, the origin of this desire is sometime after World War II, 
and it was one of he policies pursued by the Menzies govern-
ment of the time. In fact, it was foreshadowed in Menzies’ 
most famous speech from May 1942, on Australia’s “Forgotten 
People”:

The material home represents the concrete expression of the 
habits of frugality and saving “for a home of our own.” Your ad-
vanced socialist may rave against private property even while 
he acquires it; but one of the best instincts in us is that which 
induces us to have one little piece of earth with a house and a 
garden which is ours; to which we can withdraw, in which we 
can be among our friends, into which no stranger may come 
against our will.
If you consider it, you will see that if, as in the old saying, “the 
Englishman’s home is his castle”, it is this very fact that leads 
on to the conclusion that he who seeks to violate that law by 
violating the soil of England must be repelled and defeated.
National patriotism, in other words, inevitably springs from the 
instinct to defend and preserve our own homes.
It is a direct, and very literal, link between actually owning 

a home and being patriotic. Later, after Menzies had regained 
power, the government under his leadership set a number 
of measures in place to further encourage home ownership. 
Several of these were outlined in a campaign speech given by 
Menzies in May 1953:

What is needed is that encouragement should be given to 
home ownership, now that, by sound industrial policies, ade-
quate supply of materials, and steady continuity of work, the 
costs of building have been reduced.
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The Labour Government, when it prepared the Common-
wealth-States Housing Agreement in 1945, rejected the idea 
that people should become, in the famous phrase, little capi-
talists. Indeed, steps were taken to discourage the purchase of 
homes to be built under the Agreement.
In the result, Governments are becoming the greatest land-
lords.
We have always stood for home ownership. The Agreement 
expires over the next year or two. We will require that any new 
agreement encourages ownership, and leaves ample opportu-
nity, both financial and otherwise, for the work of Building and 
Co-operative Societies and private building.
The speech continues to outline a number of generous 

provisions to encourage ex-servicemen to acquire a home of 
their own.

While the specifics of this kind of cultural statement do 
not really hold much influence today, the general attitudes 
described here do exert a powerful influence even now. In a 
nation of immigrants, recent and established, owning a piece 
of ground is a clear statement about belonging, about having 
a metaphoric as well as a literal home. For many it is an im-
portant rite of passage from being a dependent child to being 
a full, independent adult. 

There are other advantages as well. For those less disci-
plined when it comes to savings, having a mortgage is a kind 
of enforced savings plan. And, of course, having a nice home 
makes leveraged wealth far more visible to others than own-
ership of stocks or a term deposit.

Supply

As suggested above, dwelling supply is constrained by 
three basic factors: availability of land on which to build, 
planning permissions and building regulations, and transpor-
tation infrastructure, specifically time taken to commute to 
places of work.

The consequences of these constraints as they currently 
exist were quite clearly spelled out by Treasurer Morrison in 
the speech previously quoted. He notes, for example, that: 

The proportion of home loans that are being provided to first 
home buyers was 13.4 per cent in August 2016, well below its 
long-term average of 19.4 per cent.
The conclusion that the Treasurer draws from this and 

other statistical facts is that:
All of this can seem very unfair. The market is getting away 
from people. No matter how hard they work or save or even 
earn, they are finding it harder and harder to get into the 
market.
What follows from this statement, however, is some rather 

odd reasoning. One of the first declarations Treasurer Morri-
son makes directly afterwards is: 

Housing in Australia, especially in Sydney, Melbourne and 
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Brisbane, is expensive and increasingly unaffordable, but that 
does not mean it is over-valued.
This is how he supports that assertion:

Around 65 per cent of the major bank’s domestic loans are 
supported by residential property. Equally, 90 per cent of 
household debt, which has recently risen to 186 per cent of 
household disposable income, is housing debt, supported by 
the asset values of people’s homes. If these asset values were 
not real, this would be a significant risk which has implications 
for the stability of our financial system and economy.
This is, at best, circular reasoning. The value of housing 

assets must be “real”, because the banks are treating them 
as real, and if they aren’t real, the economy will be in a lot of 
trouble, so, just to repeat, they are real.

To drive home this point, and to make sure everyone gets 
why it is so important that housing values are real, the Trea-
surer continues:

Also, the value of people’s homes play a critical role in sup-
porting consumer confidence and household consumption 
that has been the single largest contributor to our uninterrupt-
ed economic growth over the last twenty five years.
Finally, he comes to the real point, and the core obstacle 

Federal and State governments face in solving housing af-
fordability:

Having made the sacrifice to get there, homeowners are not 
about to welcome the value of their single largest investment 
being undermined.
To put it somewhat bluntly, if a State or Federal govern-

ment were to move to increase housing supply, and thus 
create affordability, it would reduce the price of houses over-
all. This would not only have critical results in an economy 
where so much credit is based on house valuation, it would 
also probably result in that government being rapidly voted 
out of office.

The final factor

There is, however, 
one additional, quite 
important factor to 
consider as well. One 
of the curiosities of 
house price rises is 
how little it can really 
mean to anyone who 
owns a house that 
increases in values. 
One day they wake 
up and find that the 
house they purchased 
for $500,000 is now 
worth $700,000. But 
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what can they do about it? 
The former Greek finance minister, Yanis Varoufakis, 

writes about this in his highly interesting book The Global 
Minotaur:

There is an interesting antinomy in the way popular culture 
and the financial ‘commentariat’ treat increasing house prices. 
Whereas inflation is treated as an enemy of civilisation and a 
scourge, house price rises are almost universally applauded. 
Homeowners feel good when estate agents tell them that 
their house is now worth a lot more, even though they know 
very well that this is akin to monopoly money; that, unless 
they are prepared to sell up and leave the country (or move 
into a much smaller house or to a ‘worse’ area), they will never 
‘realise’ that ‘value’. Nevertheless, the rise in the asset’s nomi-
nal value never fails to make house owners feel more relaxed 
about borrowing in order to finance consumption.
This is true. Except, of course – in Australia – for one, single 

glaring exception.
Retirees.
Why is that? Because, of course, one of the main contrib-

utors to the value of a property these days, becoming even 
more important than the prestige of the suburb or area, is 
proximity to the home owners place of work – a reduced com-
muting distance. Or, at the very least, proximity to effective 
public transport.

Retirees do not need to worry about this. And, far from 
having to leave the country, there are just so many places 
they could go to live that are truly beautiful, down by the sea, 
in the forests, up the mountains.

Why is that so important?
Because one of the biggest and 

gravest problems that the Fed-
eral government faces over the 
coming 15 years is the number of 
babyboomers moving into and 
through retirement. The one thing 
that will ease this financial burden 
is if they are able to sell off their 
one, principal asset, their houses, 
for a substantial sum of money, 
before moving off to less expensive 
accommodation.

So, to put this whole situation 
in a nutshell, you could say that 
young, first home buyers are, in 
fact, making a single, large pay-
ment into an ad hoc social security 
fund for Australia’s growing num-
ber of senior citizens.

Number of Australian residents at each age as of June 2016.
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The way out
It’s not looking very good for young first home buyers, is 

it? But if you look closely at the above, you may see a possi-
ble way out, and one which HNN believes is likely to develop 
over the coming five to 10 years.

It is not in the control of individuals to ensure that more 
land is released for residential developments. With the major-
ity of the voting population home owners, it’s highly unlikely 
they would vote against their own interests. 

Similarly, it’s not very likely that much will change when 
it comes to planning permissions as regards density. While 
there have been changes recently in some urban areas, these 
have met with considerable resistance, and have been more 
to take the sharp edge off demand, making it just barely pos-
sible to afford to buy some kind of an apartment without (the 
planners hope) devaluing housing stock.

But what about the third constraint? What about the dis-
tance involved in a commute? What if, for example, workers 
from the Millennial and the younger “Generation Z” become 
more attracted to jobs that involved two or three days of tele-
commuting per week?

One of the interesting things about people who commute 
is that it tends not to be the daily distance they drive that 
matters, but rather the cumulative distance through the 
week. That means that commuters willing to travel one hour 
to work five days a week would find it possible to travel an 
hour and forty minutes to work three days a week. That extra 
time opens up an entirely new range of possibilities for areas 
where they could live.

In case that seems just a little far-fetched, this trend has 
already been noted in the USA. According to a recent report 
in Mainbiz, a business news website published in the US state 
of Maine:

Derrick Buckspan, a Maine broker/owner with the agency, 
said telecommuting is boosting this trend. The ability to work 
remotely has attracted a large number of middle-aged buyers 
to the Portland area who are drawn to living in the city centre. 
At the same time, he said, demand has caused a swell into 
surrounding markets like Falmouth.
”We’re seeing a steady increase in people’s ability to main-
tain jobs in greater New England and are choosing Portland 
in particular for quality-of-life reasons,” Buckspan said. “Folks 
who are able to telecommute can be in Boston or New York a 
couple of days a week and in Portland the rest of the time.”
Buckspan said one of his clients runs a lab at MIT in Cam-
bridge, Mass., but is also able to work at home in Portland or 
even on Amtrak when commuting.
What’s really interesting about this idea is that the plan-

ning/development community has already set about finding 
ways to dismiss it. City Limits, by Jane-Frances Kelly and 

https://www.mup.
com.au/items/154135

https://www.mup.com.au/items/154135
https://www.mup.com.au/items/154135
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Paul Donegan, is a truly excellent book about the difficulties 
housing affordability cause in Australian cities, published by 
Melbourne University Press, and developed by the well-re-
spected Grattan Institute. It does an excellent job of outlining 
the statistical background to the way cities are not living up 
to the needs of their residents, and goes an important step 
further by providing real world examples of the stress that a 
lack of affordability can cause in lives.

The only place where this book falls flat on its face is when 
it comes to covering technology and the possible role of tele-
commuting. The whole idea is dismissed in less than a couple 
hundred words at the start of the book, in a section entitled 
“Face-to-face still matters”. Central to the argument made is 
this passage:

New ideas often emerge from combining and recombining 
knowledge to come up with new products and ways of doing 
things. Workers build on each other’s thoughts, solve prob-
lems, break through impasses. These complex conversations 
are best had in person. Face-to-face talk allows a depth and 
speed of feedback that is 
impossible in other forms 
of communication. You can 
interrupt, re-explain, see 
whether people look like 
they understand you and, 
if not, adjust how you are 
explaining mid-stream. 
These feedback cycles are 
so quick they are virtually 
instantaneous.
While the points raised 

in this passage are valid, 
they are also not the only 
points to be made. Not only 
has technology progressed 
to make remote working 
easier, with systems such 
as Slack, pervasive video 
communication and so 
forth, but it is also the case 
that jobs are evolving not 
to be pure teleworking sit-
uations, but mixed office/
teleworking positions. 
Some communications 
work better over Slack, 
email, or online chat, others 
do better face-to-face. 

It is also just a little 
astonishing that a book 
which bases most of its 
conclusions in either sta-
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tistics or research should just blandly state, “These complex 
conversations are best had in person.” There is an entire body 
of academic work in just this subject. One cannot help think-
ing that the reluctance to take this further stems from much 
of that research at least partially contradicting this bland 
assertion. 

Where City Limits really comes off the rails on this topic 
is where it does try to offer evidence its views are correct. 
It takes what it claims as two data points, the insistence by 
Google that its workers all show up at the Googleplex (where 
possible), and Marissa Mayer’s insistence when she became 
CEO of Yahoo! that workers cease telecommuting. To begin 
with, of course, this is really one datapoint, not two, as Ms 
Mayer’s entire career was spent at Google before she went to 
Yahoo! – she is simply spreading the culture. Secondly, as we 
all know now, Ms Mayer helped steer Yahoo! even deeper into 
trouble, so this approach was hardly a success. Thirdly, the 
Googleplex (Google’s headquarters in Northern California) is 
one of the most unique workplaces in the world. Who would 
want to telecommute?

The nonsensical dismissal of telecommuting by the au-
thors is made all the worse by the fact that it would, in most 
cases, significantly improve the situation of those city dwell-
ers whose difficult lives this book partially describes, even on 
the basis of a day or two of telecommuting a week.

In fact, while it is far from being a panacea, telecommut-
ing could help cities better deal with their stresses while 
they find ways to transition to better solutions. Consider, 
for example, what would happen if just 20% of city workers 
decided to telecommute for two days out of every five-day 
week. That would reduce the overall weekly commuter load 
by 4% on average. What is so important about this is that, for 
stressed cities, delivering that final 4% of capacity often costs 
close to what delivering the previous 16% does. And, often, 
that final 4% of capacity is not really ever delivered. Like the 
final six people to enter a railway carriage that is already 
crammed with 144 people, it just gets squished in there some-
how, in a system that is close to complete collapse.

The home improvement retail perspective
If, sometime in the next 10 to 12 years, telecommuting be-

comes a key element in the way people buy houses to live in, 
it is likely to take hold in stages. The first stage will consist of 
two main activities: more formerly urban dwellers will con-
sider buying properties on the outskirts of regional centres, 
such as (in Victoria) Bendigo and Geelong; and other former 
urban dwellers will start “cherrypicking” smaller regional 
townships for dwelling sites. Most of these smaller townships 
have areas that are designated for low-density development. 
The land in these areas is comparatively expensive, but noth-
ing like the cost of urban land.
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The second stage will likely see some of these smaller 
townships move to extend the boundaries of these low-den-
sity development areas, and/or to approve medium-density 
development in existing areas.

In the third stage, smaller regional centres will begin to al-
low development over wider reaches of land. This will contin-
ue to be constrained by some infrastructure considerations. 
However, it is likely they will find that the influx of income 
generated by these projects will easily outweigh the cost of 
building out infrastructure.

For home improvement retailers, correctly positioning new 
retail stores to take advantage of these shifts in population 
could result in large benefits in the future. These new home 
builders and owners will likely be “super consumers” when it 
comes to home improvement. They will be highly inclined to 
spend locally, and they will be equipping homes where they 
not only live, but work in for two or three days a week as well. 

At the moment, this needs to be considered only when 
planning longer term strategy. Planners need to ask whether 
new store locations in the works for the next five or six years 
might end up being more viable if they were a little further 
away from urban centres. If certain attractive regional areas 
were to be revitalised in this way, where would the greatest 
benefit go? Choosing a location that is just another 10km fur-
ther out, could eventually make a big difference in its earning 
capability.

In HNN’s view, within two to three years the first signs of 
this change will begin to become evident. Keen-eyed strat-
egists may be able to spot these opportunities, and move to 
take early advantage of them, with the expectation that the 
size of the opportunity will only continue to grow.

House price stability
While changes such as these would be largely positive for 

retailers, in that the needs of first home buyers could be more 
easily met, and thus there would be increased formation of 
new households by owner/occupiers, it is also possible that, 
even if the change takes place on a relatively small scale, a 
degree of housing price instability could be created, leading 
to a decline in urban renovations.

The issue about this, which is in some ways missed by 
theorising such as that in the speech by Treasurer Morrison 
commented on above, is that current house prices in most 
state capitals are not really built on the expectation that they 
represent “real” values, but rather on the expectation that 
they will deliver what is, both historically and on the basis of 
international comparisons, very high rates of growth. 

There is a school of economic thinking that sees the Aus-
tralian housing market as having been largely destructive for 
the Australian economy. At the further end of that spectrum, 
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the economics website Macrobusiness offers this assessment:
Australian property is one the widest and deepest asset bub-
bles in the history of capitalism. Any objective assessment of 
this “market” can lead to no other conclusion.
With a long history of commitment to home ownership, Aus-
tralians have always been prepared to structure their finances 
around property. This showed up in a total dwelling stock to 
GDP ratio that persisted around a very high 150% from 1960 
to 1990. In the late 1990s that shot up to 200% and then em-
barked on near ceaseless climb to 360% today.
There are many other guides to the extreme overvaluation of 
Australian property. The ratio of household debt (overwhelm-
ingly mortgages) to disposable income is the highest in the 
world at 186%. Median price to income multiples are any-
thing from 12x in Sydney, to 10x in Melbourne, down to still 
immensely unaffordable 6x in smaller capitals, up from 3-4x 
times in all over the long run for all. The extent of overvalu-
ation is plain.
What makes the Australian property bubble unique is the 
degree to which it has warped the nation’s political econo-
my. Once a diverse and vibrant resources and manufacturing 
economy, over the twenty years that the Australian hous-
ing bubble grew that shape changed completely. An huge 
proportion of the debt underpinning Australian property is 
borrowed from offshore, almost $1 trillion, mostly by its big 
four major banks. This perpetually inflated the local curren-
cy, as well as input costs like land prices, which dramatically 
diminished Australian competitiveness and drove tradable 
sectors like manufacturing offshore. From 14% of output in the 
1970s, manufacturing hit 5% of output in 2016, the lowest in 
the OECD.
Moreover, the centrality of Australia property to the wealth 
of the national polity increasingly distorted policy and even 
elections. In the 2008 global financial crisis, the then Labor 
government bailed out the the big four banks with guarantees 
to their offshore loans, rewriting the entire rule book for Aus-
tralia’s financial architecture in one panicked afternoon. Public 
subsidies poured into demand-side stimulus, as well as RMBS 
markets. Any notion that Australian property was a “market” 
evaporated. Australian property was, and remains, a kind of 
asset quango, a public/private partnership in support of the 
retirement plans of its pre-dominant Baby Boomer generation.

goo.gl/M5ISq9

Of course, this tends to overstate the case. Housing is far 
from the only influence on the Australian economy – though 
it has meshed with other influences that have not helped to 
contribute to the development of industries outside of those 
based on natural resources. 

In the long run, should this type of development along 
what is actually an advanced technological pathway take 
place, it may help to provide the kind of “soft landing” the 
Australian economy is seeking. As an option, it’s one of the 
better ones available.

http://goo.gl/M5ISq9
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In the early hours of a recent grey November Melbourne 
morning, strategic survey data company Roy Morgan un-
leashed its vivacious CEO Michele Levine on an unsuspect-
ing crew of business people, media writers and analysts. Ms 
Levine delivered a sparkling presentation on where retail is 
headed in Australia. It was an entertaining 40 minutes of data 
and analysis which, in contrast to much of the information 
about retail from other sources, provided some well-ground-
ed points of information, and more than a few surprises 
about what is really happening out there in customer-land.

To flash ahead to the main points, Ms Levine revealed that 
Roy Morgan statistics indicate a strong increase in customer 
visits to physical (“brick and mortar”) retail outlets, including 
larger shopping malls. While that is the good news, the less 
good news is that the survey company has also detected a fall 
in overall actual spending. The end conclusion is that retail-
ers are doing a great job attracting customers, but might need 
to pay more attention to closing sales.

Roy Morgan: 
Retail
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While this isn’t the worse problem to have, Ms Levine also 
pointed out that Australian retailers are likely to face some 
harsh problems over the next two to three years. Not only 
has “the everything store”, Amazon, indicated it may come to 
Australia (no wonder the company has been buying airplanes 
for its own air delivery service), but there are a number of 
other overseas competitors planning to either expand exist-
ing operations, or to enter the Australian market.

The retail environment
As usual, Roy Morgan began by setting out the facts of the 

overall environment in which retail is operating, using results 
from the company’s uniquely personal and extensive survey 
research. In terms of sentiment, while concerns about terror-
ism and war are still significant, these have declined slightly 
over the past year. 

Concern about the economy, however, remains high. This is 
despite overall quite positive performance numbers, inflation 
that is now below 1.5%, an uptick in gross domestic product, 
relatively stable exchange rate against the USD, and the 
Australian Stock Exchange 200 index managing to maintain 
a steady state – though not true growth – despite individual 
corporate shocks. 

According to Ms Levine, security remains a major concern 
for Australians:

We are actually seeing the emergence of some concerns and 
some fear. So we see crime is trending down, we see safety is 
trending down.... So these concerns about security and safety, 
are manifesting in concerns about privacy, about overseas 
storage of data, etc. and the increasing fear about crime and 
safety also has implications for retail. Is it safer to visit the 
shopping centre, or is it safer to buy online? Who can we trust? 
This is a big change that is going to be something we need to 
watch.
Consumer confidence is also doing well, with the ANZ/

Roy Morgan consumer confidence index trending upwards 
through 2016 to reach a current high of 115. Business confi-
dence is also hovering around 115, while for the retail sector 
it is even higher, at 125. Retailers in particular have a very 
positive attitude to the near 
future, with Roy Morgan re-
porting that 70% expect good 
results, versus a still strong 60% 
for all businesses. Some 66% of 
retailers see 2017 as a good time 
to invest, up from the 58% of all 
businesses who agree.

The retail nation
• The economic and social envi-

ronment in Australia is largely 
positive for retail.

• Retailers show a higher level of 
optimism looking forward than 
most other business sectors.

• “Zero friction” is a trend to 
watch, as consumers seek the 
easiest possible way to buy 
things.

• Retail managers lag the cus-
tomers they seek when it comes 
to using and understanding 
technology.

• Competition from international 
companies, possibly including 
Amazon, is set to increase in 
2017.

• The bigest trend is towards 
people spending on “going out” – 
to restaurants, to the pub, to the 
beach, or the cinema.

• There has been an increase in 
visits to retail premises, but 
this has not been matched by 
increased spending.
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Hard stats

The statistics that relate directly to retail spending are 
doing well. Petrol pricing has fallen, though the likelihood 
of price rises being contained in the future is low. Mortgage 
lending interest rates have continued to remain quite low. In 
its broad measure, the Australian Bureau of Statistics (ABS) is 
indicating overall growth of 3.1% in retail sales for the Sep-
tember 2016 quarter, not quite as good as September 2015’s 
4.1%.

Taking a more long-term view of the economy as reflected 
in the conditions for Australian households, there is a great 
deal of positive news. Ms Levine summarised this:

Superannuation assets continue to grow. Over $2 trillion and 
that is up about $88 billion in one year so up 4.35%. Total 
household wealth, is also up, it continues to grow. Our total 
household wealth is now $8.4 trillion up from $7.4 trillion a 
year ago, an increase of 14%. Debt is up 2% which is nowhere 
near as much. So the ratio of debt to wealth is lower, there is 
more net wealth. 
But for retailers it is more about income and spending. Over 
the last decade Australian household income has increased. 
There was a general flattening over a period of years until last 
year, and then a pickup. So last year, average incomes went 
from $63,200 to $67,200, an increase of about 6.3%. 
This is shown more clearly when we look at it in terms of the 
growth over time. Since 2005 household income has gone up 
by 45%, both weekly household expenses, what people spend 
on everything, and the amount they spend on groceries, have 
actually gone up, but nowhere near as much as household 
income. 

Social/Political

 Despite the mildly positive economic news, confidence 
in the current Australian government, however, has been 
falling, according to Roy Morgan survey results. Where the 
government of the newly appointed Malcolm Turnbull gar-
nered close to 120 points (on a scale where 100 is neutral), the 
current government has earned only 99 points. 

Ms Levine summarised some of the ongoing social and 
cultural changes in Australia 
like this:

Basically, when it comes to 
people, Australians are growing, 
ageing, increasingly educated, 
with smaller households, fewer 
children. We are renting more, 
we are more multicultural, our 
workforce is increasingly ca-
sualised, as full-time jobs turn 
into part-time jobs. Every one of 
these things has huge implica-
tions for retail.
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In particular, she pointed to the changing composition of 
immigrants to Australia.

To pick out a few details, let’s look at the growing Asian and 
Middle Eastern population in Australia. Now, 11.5% of Austra-
lians were actually born somewhere in Asia or in the Middle 
East. That is really really important for retailers. It is important 
for all aspects of our lives. But particularly for retailers. People 
from these countries have different food preferences, they are 
coming here, they are starting new homes.
While some of these conditions echo those in the USA, Ms 

Levine is also clear that Australian society is taking a differ-
ent path to the one the US seems to be going down:

We are increasingly socially progressive. I say this every time, 
as it is really important. America, on the other hand, is in-
creasing socially conservative. We are not seeing that wave of 
conservatism, it hasn’t reached our shores. It hasn’t happened. 
So it is very different to the US.

The shape of retail
The estimate from Roy Morgan is that Australians spent 

$103 billion on groceries, and close to $15 billion on alcohol. In 
discretionary spending, the estimate is $105 billion.

In groceries the market is highly concentrated, with Coles 
and Woolworths combined controlling close to 70%. Met-
cash’s IGA is thought to have close to 10% of the market, and 
Aldi over 12%. Both Coles and Aldi have been taking market 
share from Woolworths during 2016. Aldi wins the top satis-
faction rating, followed by Foodland, then IGA, Coles, and a 
sharp step down to Woolworths. In the markets Aldi entered 
during calendar 2016, South Australia and Western Australia, 
it now has a 16% and an 8% market share respectively.

Online grocery shopping remains at low levels of 3% in the 
year to June 2016, despite Roy Morgan surveys indicating that 
26% of respondents would willingly consider shopping online 
for groceries in the year to June 2015. As Ms Levine puts it:

However every year online shopping only receives about 3% 
of the overall market. It started as 1.6% five or 10 years ago 
and it has been around 3% for quite a long time. So it is just 
not a big threat.

Experience retail

Perhaps the big news for 
retail in general is that spend-
ing on “experience” based items 
increased sharply for calen-
dar 2016. This includes travel, 
entertainment and eating-out. 
According to Roy Morgan’s 
numbers, this has increased 
from $109 billion for calendar 
2009, to $137 billion for FY 
2016. FY 2016 saw a substantial 
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uptick in this expenditure. During the same period, spending 
on entertaining at home and gambling plateaued, while the 
general category “going out” climbed. 

Measured by the number of times these activities are 
undertaken in a year, the stats show that visiting a cafe for 
a coffee is the big winner, up by 51 million visits, followed by 
fast food/takeaway purchases at 29 million more, and then 
going to a pub for a drink, up by 25 million. In terms of per-
centage gains, drinking at the pub is up 35%, day trips in the 
car are up 21%, cinema visits are up 16%, and coffee at a cafe, 
fast food/takeaway purchase, and restaurant visits are all up 
around 14%.

In contrast, spending on other discretionary items has fall-
en, dropping to under $105 billion, down 2% on 2015. Roy Mor-
gan sees this as a long-term trend. As Ms Levine describes it:

What we are actually seeing is the dollars that are spent on 
leisure and entertainment is growing and is higher now than 
the amount you spend on discretionary commodities. This has 
been in the ether, this is stuff that people been talking about.... 
The trend is clear. Going out, in particular, is the one. So, en-
tertainment and those activities include a bunch of things, but 
going out is the one...dining, drinking going to the cinema, 
gym membership, takes you out, going to the beach, all of that 
sort of stuff, it is going out that is actually driving that.
    And it’s interesting that the outdoor advertising industry is 
doing okay. And everything is increasing, fast food, going out 
for coffee and having a meal, going to the beach, day trips to 
to the park, we are just doing everything more “out”. Is a big 
trend it is not a little blip that we are just going to see once. Or 
in one particular industry. 

The hardware market

In terms of the overall market, big-box home improvement 
retailer Bunnings now has 7.1% of the $104.6 billion market, 
with only Harvey Norman at 7.5% beating it out for 2016.

In the narrow hardware and gardening sector itself, Bun-
nings has a 64.5% market share, according to Roy Morgan. 
This is followed by Masters at 7.5%, and a combined number 
for Mitre 10/HTH Group of 9.3%. Online-only stores account-
ed for 1.3% of sales in 2016, 
slipping down from the previ-
ous year.

Technology
While technology generally 

plays some part in Roy Mor-
gan’s presentation on retail, this 
year it had an expanded role. 
There were really three major 
points made: digital technology 
is becoming truly pervasive 
across all levels of Australian 
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society now; in terms of retail, there is a strong move towards 
“zero friction” transactions; and there is a serious gap be-
tween the attitudes towards technology of senior retail man-
agers and their customer markets, especially those markets 
which are aspirational.
Technology spread

Broadband has spread to 83% of households, and smart-
phones as main phones is close behind at 81%. Tablets have 
also grown, up 6% to 65%. One of the bigger surprises is 
that “app” usage – custom software for mobile devices – has 
climbed sharply, up 13% to 64%. Around 95% of Australians 
have used the internet for something, with 68% purchas-
ing something at some time, and 58% reporting they had 
purchased something in the three months prior to the Roy 
Morgan survey. 

The increase in online shopping, however, has not been 
quite the threat it was once imagined to be. As Ms Levine 
explains:

Online shopping was once seen as a real threat to local retail-
ers. What we are actually seeing is an estimated 76% or $31 
billion of that retail spend [on online] is going to Australian 
retailers. People who are either online Australian or or they 
have a retail space here. So we have actually got a kind of 
omnichannel situation developing. 
In terms of obsolescence, while there are still steady de-

clines for DVD players, digital cameras and video recorders, 
these declines are now shallower than those of five years ago.

Zero friction

The concept of “zero friction” was one that Ms Levine re-
ferred to several times during the presentation. It is a refer-
ence to making online and other retail transactions as easy 
and simple as possible. Ms Levine described it:

Towards zero friction, we will hear that a lot. We are starting to 
hear we will hear it more in the future. I don’t know if that just 
means that we are all getting lazy, I don’t know if it means we 
have a sense of entitlement, or is it more, that we can’t cope 
with the complexity that technology has created.
Perhaps the major example of zero friction is Amazon’s 

introduction in the US of its 
Dash product. This is an inter-
net-linked button that, when 
pushed, automatically sub-
mits an order to Amazon for a 
specific product. That could be 
laundry detergent, toilet paper, 
pet food, or even (believe it or 
not) Pop-Tarts and refills for 
Nerf toy “guns”.
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Part of this is also what Roy Morgan refers to as the “revo-
lution” in payment systems. Ms Levine commented:

We are seeing things like Sydney streets that could be the first 
in Australia to go cashless. We are seeing open pay launches. 
Call it “fintech”, call it the cashless society. It is here, and it is 
growing.
On top of that is the evolution of “social” media into “cata-

logue” media. Social media sites such as Pinterest and Insta-
gram now feature “buy” buttons, which mean their partici-
pants can purchase things they see and like. It’s a seamless 
integration of discovery and purchase, cutting out interme-
diaries such as traditional media, catalogues, and ecommerce 
websites.

Tech lag in retail management
According to Roy Morgan’s research, retail management, 

particularly those engaged in systems development, tend 
to be somewhat reluctant to adopt new technologies. As Ms 
Levine put this:

We do a lot of work with people who are in the new payment 
systems. They often need to get retailers to take up the new 
payment systems. So we have a look, at what kind of people 
are the people making decisions in business and particular-
ly making decisions in retail. So, business decisions makers 
in general across all industries, the people who are making 
decisions about technology, sure, there are quite a lot of them, 
31% early adopters but there is a bunch also that are tech-
nophobes and late adopters. And then when you look at the 
retail industry you have these about 50% early there. 
But when you look at the people who are making decisions in 
retail, who are actually making decisions about technology, 
they are technophobes or they are people who really do not 
know much about technology. Probably about the same level 
as their customers but probably not at the same level as the 
customers that they would like to have.
In the notes to the presentation, these numbers are spelled 

out in more detail:
Less than half the Retail Industry’s decision-makers for technol-
ogy-related expenditure are themselves early (24%) or profes-
sional (22%) adopters of new 
technology. Instead, they are 
somewhat more likely than their 
peers in other industries to be 
Digital Life (11%) or Older Tech 
Explorers (12%)—and over twice 
as likely to be Technophobes 
(15%).
Quoting from other sources 

of Roy Morgan research, the 
notes also state:

Roy Morgan estimates over 
160,000 Australians in the Retail 
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Industry are involved in business expenditure decisions such 
as computers, telecommunications, digital programming and 
online services. However over half of the industry’s decisions 
on such matters are being made by people who aren’t them-
selves particularly interested in learning about or implement-
ing the latest technologies until they become mainstream.

Competition
Competition from international companies was perhaps 

the most highlighted subject in Roy Morgan’s presentation. 
Ms Levine introduced the subject:

There are also a lot international retailers rolling out across 
Australia. We continue to be a really attractive destination for 
international retailers. So international retailers, big issue.
     Several of these have already opened up in Australia so we 
have Aldi in 2001, Costco followed quickly, Topshop, Zara, H & 
M, Uniqlo, and this trend looks set to continue with others such 
as Lidl, perhaps Amazon in 2017 and there will be more.So 
that is one of the big trends. 
However, Roy Morgan also points out that while the entry 

of, for example, “fast fashion” retailers from Europe into Aus-
tralian markets attracts a good deal of attention, the market 
impact has been quite limited. So far, the top four interna-
tional entrants in clothing have captured just 2% of the men’s 
and women’s clothing market. Local Australian clothing 
company Cotton On holds a 1.7% market share of women’s 
clothing.

Yet, the signs of harsher 
times to come are there. Cotton 
On has 513 stores, while the 
four top internationals have 
only 50 in total. Evidently, sales 
per square metre (a figure Roy 
Morgan did not provide) are far 
higher for the internationals 
than for Cotton On.

Amazon

The big news, however, as far 
as Roy Morgan is concerned, 
is the potential entry of US 
online-based retailer Amazon 
directly into the Australian 
market. Ms Levine led-off her 
coverage of Amazon by point-
ing to one of the more famous 
quotes from the company’s 
CEO, Jeff Bezos:

Amazon will be on the way 
soon, and the famous quote 
from their CEO Jeff Bezos, was 
“Your margin is our opportu-
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nity.” How daunting is that? It is a philosophy that is set to be 
applied ruthlessly here.
Just as daunting is some research that suggests Amazon 

may be responsible for nearly 50% of all online sales of goods 
in the US. That’s based not only on goods sourced directly by 
Amazon, but also on the wide range of retailers that use Ama-
zon as a sales channel.

Roy Morgan sees Amazon as entering the Australian mar-
ket initially as a company that appeals to early adopters, and 
then moving on to more mainstream shoppers, at which time 
it will begin to compete with established retailers.

Increased store visits
One of the most interesting and surprising statistics from 

Roy Morgan is that 2016 saw a sharp rise in people actually 
going to physical stores. Ms Levine comments on this:

Now, for several years we have been watching visitation to 
bricks and mortar stores decreasing. Thus the question [form 
last year’s presentation of] “can you imagine a world without 
shops?” 
For the first time we’ve seen a resurgence in visitation. So 
we have seen something like 19 million more visits to these 
discretionary stores in the past year. The actual spend is down, 
but the number of visitations is up. So we have this really inter-
esting thing about what does it mean to be shopping?
For Ms Levine one of the core goals for all retailers in 2017 

is very clear to see:
So in a market with increased retail visitations, increased 
spending on experience, and negative expenditure on com-
modities, and more competition expected from overseas re-
tailers, bricks and mortar retailers really have to turn their mind 
to turning shopping experience into buying. 
It sounds obvious, but if you can’t turn that shopping expe-
rience into actually purchasing, essentially you are just pro-
viding entertainment. I think there has been a move towards 
providing entertainment, and the data suggest it is working. 
The challenge now is to turn that into actual dollars. Whether 
they come through your store account through your website it 
really doesn’t matter. Just make sure you get the dollars.

Analysis
It is necessary to be remind-

ed in looking at the informa-
tion provided by Roy Morgan 
that the company is not really 
providing a comprehensive 
overview of the retail industry, 
but more disclosing what it has 
learnt over the past year from 
its surveys of customers. That 
is very useful, but it does not 
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fully take into account issues that relate to the supply-chain, 
to name one significant element.

For home improvement retailers, perhaps the single most 
important message to emerge from this presentation by Roy 
Morgan that has immediate effects is in regards to technol-
ogy. We all know that hardware retail tends to lag just a bit 
behind general retail in this regards. With general retail itself 
lagging behind customers, that gap is going to start to matter 
quite a bit. It’s likely that 2017 will be the last year when jok-
ing about not being quite up to snuff in tech matters will still 
be mildly amusing.

The issue of “zero friction”, however, is one that will be of 
increasing importance to home improvement retail. There 
are very few forms of retail that add quite the degree of 
“drag” that home improvement does. Simply going to buy a 
screw or a bolt can involve a good 10 minutes of staring at a 
“wall of fasteners” for the customer, just to locate the product 
they want. In these and other retail tasks that are given to 
customers, there are better ways to go, and it is likely we’ll see 
more developments in this field in 2017. 

http://abscosheds.com.au/
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US-based big-box home improvement retailer 
The Home Depot (HD) has released results for 
its third quarter of FY 2016/17. The company 
reported sales for the quarter of USD23,154 mil-
lion, up by 6.12% on the previous corresponding 
period (pcp), which was the third quarter of FY 
2015/16. Earnings before interest and taxation 
(EBIT) was reported as USD3084 million, show-
ing growth of 12.51% over the pcp. Net earnings 
for the quarter were USD1969 million, 14.14% 
better than the pcp.

In a statement in the earnings press release, 
the company’s CEO and president, Craig Mene-
ar, said that much of the growth for the quarter 
was due to “our continued focus on productiv-
ity”. He said both the number of transactions, 
and the transaction size had improved for the 
quarter.

Earnings presentation

 In his opening remarks to analysts at the 
earnings presentation, Mr Menear highlighted 
the company’s growth in online sales. He said 
these had grown by 17% over the pcp, and now 
represented 5.6% of HD’s overall sales. He men-
tioned that the company’s customer website 
had undergone a complete refresh during the 
quarter.

He called out improvements to supply-chain 
efficiencies as being an overall high-point for 

the company. These included bringing online 
the company’s third direct to customer fulfil-
ment centre, the progress of its Supply Chain 
Sync initiative with key suppliers, and ongoing 
efficiency gains in freight handling, “reducing 
both time and footsteps”, as being positive con-
tributors to HD’s ongoing growth.

Mr Menear also pointed to ongoing, expected 
benefits from initiations such as the ongoing 
development of Buy Online Deliver from Store 
(BODFS), which provides rapid response to 
customer online orders. He said this was pro-
gressing ahead of schedule, and had received a 
positive reception from customers.

HD’s executive vice-president of merchan-
dising, Ted Decker, reported that on a store-
for-store basis the number of transactions had 
increased by 2.4%, and the size of transactions 
increased by 3.1% on average. Transactions over 
USD900 (which were 20% of US sales) grew by 
11.3%, driven by sales in appliances, flooring 
and roofing, he said. Later, in response to an 
analyst’s question, Mr Decker said that smaller 
transactions, those under $50, had grown at a 
1.6% rate on a store-for-store basis. 

While both Mr Menear and Mr Decker stressed 
that consumer and “Pro” (tradie) sales were 
balanced, Mr Decker said Pro sales had grown 
slightly faster than overall sales. This was driv-
en by sales in lighting, fencing, plywood, pres-
sure-treated decking, and interior doors. This 

usa update
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was in contrast to the active areas in consumer 
purchases, which included carpet, tool storage, 
laminate flooring and bathroom vanities.

Looking ahead to the fourth quarter FY 
2016/17, Mr Decker highlighted the prospects for 
Milwaukee Tool’s new 9-amp 18-volt battery, and 
for Makita’s recently launched compact 18-volt 
range of tools, both of which would appeal 
primarily to Pro customers. For the consumer 
market he pointed to the Star Shower Motion 
Laser Light, a laser projector that could project 
Christmas images.

Analyst presentation

One factor that emerged during questions 
from analysts is that HD is expecting sales of 
appliances to drive not only overall growth, but 
also market share gains as well. According to 
HD’s chief financial officer, Carol Tome:

Ted called out that appliances was a dou-
ble-digit comp for us in the third quarter. It con-
tributed 50 basis points of our overall growth in 
the quarter as for the year. So as we look to the 
fourth quarter it’s always a big appliance selling 
season. We would expect to continue to grow 
appliances in the fourth quarter.

Ms Tome also provided some interesting in-
formation about where she sees the US market 
currently. She said that the recovery of house 
prices since the global financial crisis of 2008 
had occurred in some areas, but important 
areas such as the Illinois city of Chicago, and 
Atlanta in Georgia, had yet to recover. However, 
she pointed to a study produced by the Harvard 
Joint Center for Housing Studies which indicat-
ed that there would be growth in remodelling 
through calendar 2017.

In response to a later question about how an 
increase in mortgage loan rates might affect 
HD’s markets, Ms Tome said:

So we looked at the affordability index which 
is over 150%, so that’s good news. And then 
we went back and looked at, okay, historical 
percentages of household income used for 
mortgage payments. If you look at the years 1995 
through 2000, 22% of homeowner’s income was 
used for their mortgage payment. It’s down now 
to about 14%. Interest rates could go up to 7%, 
and no one is suggesting that will happen, but 
interest rates could go up to 7% and we would 
be back to about 22% of household income used 
for mortgage payments. So we’ve got a long way 

to go before there’s any impact, we think, to our 
business from rising interest rates.

Market share

In response to an analyst’s question, Mr 
Menear said that the total market HD was now 
addressing was around USD550 billion, and that 
HD had an overall share of 15% of that market. 
He said this translated to a DIY market share 
of 27% to 28%, and a Pro market share of 10% to 
12%.

Analysis

Perhaps the most interesting part of HD’s 
current strategy is the focus the company is 
putting on delivery options. This is an area that 
has been somewhat neglected in retail, and that 
could, through long-term investments, deliv-
er significant market advantages. In a recent 
interview, Ms Tome said that the next avenue of 

usa
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The Home Depot
2016/17 H1 2015/16 H1 Change

Sales revenue 23,154 21,819 6.12%

Net earnings 1969 1725 14.14%

Earnings before 
income tax (EBIT)

3084 2741 12.51%

Store-on-store 
(comp) revenue 

growth

5.9% 7.3% -1.40%

Earnings per share 
(diluted)

$1.60 $1/35 18.52%

USD Millions

http://hnn.bz/
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growth for HD would be improving delivery of 
bulky items, such as lumber, cement and roof-
ing. She sees providing better services in these 
areas as being one way to insulate HD from the 
effect of the dominant player in online sales, 
Amazon.

US societal concerns

Over the next 12 months, one issue that will 
be difficult to handle is the effect of the recent 
presidential elections on the US economy, and 
how this will flow through to the home im-
provement industry. Looking at this from the 
viewpoint of pure economic analysis, it seems 
most likely that calendar 2017 will see the 
anticipation of increased government spending 
stimulate the US economy in some areas. Given 
the current uncertainty over where spending 
will occur, it will not be until March 2018 or so 
that actual stimulus can be determined. That 
stimulus will be balanced against fears of both 
inflation and continuing deterioration in terms 
of trade.

However, HNN does believe that the political 
and cultural split in US society is currently 
quite prominent, and that there are few indi-
cations that the US government that will be 
formed in calendar 2017 will be able to reduce 
the effects of this split in the near term. It is 
highly probable that unrest in the nation will 
reach levels not seen since the Vietnam War 
protests of the early 1970s. This will act to 
destabilise the economy, and potentially reduce 
expenditure on investments such as home 
remodelling. 

It is also worth noting that the majority of 
spending on remodelling takes place in larger 
US cities, and that the populations of these 
cities have, in the main, indicated concerns over 
the incoming US administration. 

In fact, HNN would suggest that The Home 
Depot’s apparent inability to mention these 
matters, and to suggest possible alternative 
outcomes when looking at what is likely to be 
a contentious fourth quarter, is itself a sign of 
possible instability to come. When raising issues 
of pure economics are avoided due to political 
concerns, companies are not acting in their own 
best interests. HI
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US hardware co-op-
erative, Ace Hardware 
has reported third 
quarter 2016 revenues 
of USD1.2 billion, a 
decrease of USD46.5 
million or 3.6%, from 
the third quarter of 
2015.

Net income was 
USD50.2 million for the 
third quarter of 2016, 
a decrease of USD4.1 
million from the third 
quarter of 2015. John 
Venhuizen, president 
and CEO, said:

Our expec-
tation for the 
third quarter of 
this year was 
modest sales 
growth and 
lower net in-
come as a result 
of last year’s 
strong 13.2% 
consolidated 
revenue growth 
and 45.3% net 
income growth.

We missed 
on sales in our 
Ace domestic 
business, but 
exceeded our 
net income budget. 
The Ace domestic sales 
shortfall was largely 
driven by last year’s 
sell-in of LED lights 
and the lowering of 
wholesale selling prices 
to our retailers. For our 
shareholders, these 
wholesale price reduc-
tions were positive as 
over three-quarters of 
our wholesale price 
changes were decreas-
es, resulting in less 
margin for the corpora-
tion, but more margin 
for our retailers.

The 0.8% increase 
in retail same-store-
sales during the third 
quarter reported by 
the approximately 
3,000 Ace retailers who 
share daily retail sales 
data was the result 
of a 2.2% increase in 
average transaction 
size. For the first nine 
months of 2016, retail 
same-store-sales are 
up 1.9%.

Revenues

Total wholesale 
revenues were USD1.17 
billion, a decrease of 
USD46.2 million, or 
3.8%, as compared to 
the prior year third 
quarter. Decreases 
were noted across sev-
eral departments with 
electrical, paint and 
plumbing showing the 
largest declines.

Wholesale mer-
chandise revenues 
to comparable stores 
decreased USD39.1 

million in the third 
quarter of 2016. A sig-
nificant portion of that 
decline was the result 
of significant sales of 
LED bulbs in the third 
quarter of last year as 
part of store resets and 
to support an October 
2015 LED promotion.

The company’s Ace 
Wholesale Holdings 
subsidiary contribut-
ed USD1.9 million of 
incremental revenue 
in the third quarter of 

2016, which was 
an increase of 
2.1% from the 
prior year third 
quarter.

Retail reve-
nues from Ace 
Retail Holdings 
were USD59.9 
million in the 
third quarter of 
2016. This was 
a decrease of 
USD0.3 mil-
lion, or 0.5%, 
from the third 
quarter of 2015. 
Same-store-
sales decreased 
3.4% compared 

to the prior year with 
the largest decreases in 
paint, lawn and garden 
and hardware.

Ace added 36 new 
domestic stores in the 
third quarter of 2016 
and cancelled 16 stores. 
This brought the com-
pany’s total domestic 
store count to 4,335 at 
the end of the third 
quarter of 2016, an 
increase of 60 stores 
from the third quarter 
of 2015.

https://goo.gl/OYcd5T
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Sales decline at Ace Hardware Home Depot product awards
The Home Depot recently announced that Per-

go Outlast+ has won the retailer’s 2016 Innova-
tion Award. The company was selected because 
its new laminate flooring provides 24 hours of 
defence against liquid spills – something no 
other laminate offers at the moment.

Runner-up honours were awarded to Milwau-
kee Tools for its Milwaukee M18 FUEL with 
ONE-KEY. ONE-KEY allows users to connect 
to the tool with a smartphone for unlimited 
customisation and control. And honours went 
to Heath Zenith lighting for its Defiant LED 
BLADE motion activated security lights that 
has seamless light coverage.

Additionally, Trex Enhance Composite Deck-
ing, made from 95% recycled materials, won En-
vironmental Partner of the Year and PPG won 
the Marketing Innovation award for its Glidden 
Diamond Launch campaign.

In addition to the top three award winners, 
The Home Depot endorsed the companies that 
round out the top 10 product innovations.

Ryobi Ultra Quiet Garage Door Opener is the 
ultra-powerful motor that will quietly open and 
close large doors with ease, and comes with a 
multifunctional wall control, wireless keypad, 
two remotes, safety sensor and can be con-
trolled via smart device.

Mohawk Industries Lifeproof Carpet has 
lifetime stain protection, superior softness, 
exceptional durability and environmentally 
friendly attributes.

FEIT LED Edge-Lit Flat Panel Lighting inte-
grates the latest in LED technology with a low 
profile design that directs the light downward, 
creating uniform light distribution without hot 
spots, flicker or glare.

Masterbrand’s Thomasville Studio 1904 cab-
inets offer 12 unique door styles with modern, 
simple and straight lines.

Nexgrill Evolution Plus 5-Burner Gas Grill 
with Side Burner provides the flexibility of 
choosing between direct heat and infrared 
cooking, and also has a smoker.

Apex Tool Group Husky 100 (Black) Mechanics 
Hand Tools includes multi-purpose alloy steel 
tools, heat-treated for added strength, suitable 
for small jobs around the house or the DIY 
mechanic.

Freud Diablo Carbide-Tipped Hole Saws are 
the industry’s first carbide-tipped hole saws to 
cut both wood and metal, with a design to sim-
plify the attachment process for mounting.

https://goo.gl/Sfu6ZS
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Lowe’s selling tech gadgets
US big box home 

improvement retailer, 
Lowe’s has struck a 
deal to showcase tech-
nology products sold 
by San Fransisco-based 
B8ta within its stores.

The Lowe’s outlet in 
Livermore, California 
(USA) has installed a 
400-square-foot sec-
tion that lets custom-
ers get their hands on 
B8ta’s still-unfamiliar 
home technology de-
vices, including smart 
doorbells, light bulbs, 
security cameras, ga-
rage door openers and 
lawn sprinklers.

It’s one of three 
SmartSpot Powered by 
B8ta sections Lowe’s 
has installed. The 
others are opening 
in Lowe’s Burbank, 
Los Angeles and Aliso 
Viejo, Orange County 
locations.

Details about the 
partnership were not 
revealed, but it would 
be a big boost for B8ta 
if Lowe’s were to even-
tually decide to expand 
across its chain. B8ta, 
which started with 
a single store that 
opened two years ago 
in Palo Alto, California 
recently announced a 
USD19.5 million round 
of financing that will 
let it open outlets in 
Seattle and Santa Mon-
ica. Co-founder Phillip 
Raub said:

For us, it was im-
portant to be able to 
broaden the horizons 
of B8ta. 

The Lowe’s section 
sells about 40 products, 
less than half the num-
ber sold in B8ta stores. 
Manufacturers include 
Amazon, Lutron, Nest, 
August, Ring and 
Chamberlain, as well 
as tech startups.

The display devices 
are placed on tables 
and not boxed up, so 
customers can play 
with them. Crucial-
ly, each product has 
an iPad next to it, to 
demonstrate how the 
device works and what 
colours are available, 

and to explain why 
it might benefit the 
customer.

B8ta monitors the 
type of information 
shoppers look for on 
the iPads and whether 
changes in how the 
product is displayed — 
in terms of colour, for 
example — increase or 
decrease sales. Collect-
ing continuous data on 
customer preferences, 
a core methodology of 
B8ta, is increasingly 
crucial to retailers.

The SmartSpots 
feature a new gener-
ation of smart home 
devices that are more 
popular with early 
tech adopters than the 

typical Lowe’s custom-
er. But Ruth Crowley, 
Lowe’s vice president 
of customer experience 
design, said the chain 
hopes the section helps 
demystify smart-home 
products.

One of the keys is that 
all of these products 
are out of the box. We 
wanted to make sure to 
take away the intim-
idation in a market 
that’s saturated with 
these kinds of products 
and allow the customer 
the ability to touch and 
feel and experience.

Cutting-edge tech 
products that lure 
more consumers could 
be key to Lowe’s future. 

Lowe’s lags behind 
Home Depot in luring 
customers who are 
home improvement 
professionals, which 
“puts Lowe’s at a disad-
vantage, especially if 
growth in the consum-
er segment starts to 
wane,” according to a 
note from the retail re-
search and consulting 
firm Conlumino.

https://goo.gl/kWQNjj
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Grafton Group 
makes another 
acquisition

Travis Perkins’ 
journey to the 
cloud

UK merchanting 
and home improve-
ment retailer Travis 
Perkins has selected 
IBM Business Process 
Manager on Cloud as 
part of its Highway to 
Cloud initiative, which 
intends to move all 
key applications to the 
cloud within the next 
three years.

The company is using 
IBM iBPM on Cloud 
through an IBM Cloud 
data centre in London. 
The move will allow it 
to better manage and 
optimise its data col-
lection by data quality 
and connecting several 
sets of product data.

Customers will now 
be allowed to place 
orders online using 
Travis Perkins’ new 
click-and-collect ser-
vice and pick up those 
products from their 
nearest branch. IBM 

said it benefits build-
ers and DIYers who 
use mobile devices to 
order supplies from 
job sites.

A new report has 
revealed that ordering 
something online and 
then picking it up in 
retail stores or other 
locations is hugely 
popular in the UK. 
Almost 3 in 4 online 
shoppers (73%) say 
they have used click-
and-collect services 
and other 10% of UK 
consumers plan to use 
the service in the near 
future.

Travis Perkins plans 
expand its use of data 
analytics and cogni-
tive technologies to 
identify purchasing 
trends and customer 
behaviours for creating 
better target market-
ing campaigns.

The company has 

more than 2,000 
outlets in the UK and 
Ireland with over 
28,000 employees. It 
sells general building 
materials, tools, and 
landscaping materials. 
Travis Perkins group 
data director David 
Todd said:

Before managing 
our business processes 
and data collection 
using iBPM on Cloud, 
we lacked visibility of 
change requests and 
data validation, which 

is needed to ensure 
that our customers get 
the best possible data 
to inform shopping 
experience.

IBM iBPM on Cloud 
gives us more flexi-
bility, scalability and 
performance options to 
deliver a better solution 
to improve our data 
processes and support 
our in-store colleagues 
across our 2,000-plus 
UK stores.

https://goo.gl/vxenGA

europe update
Travis Perkins using 
IBM Cloud

Grafton Group buys Dutch company
UK-based 

builders merchant 
and DIY retail 
group Grafton has 
acquired a Dutch 
company that spe-
cialises in distrib-
uting tools, fixings 
and ironmongery 
for an undisclosed 
sum.

Gunters en 
Meuser (G&M) is 
based in Amster-

dam, trades from 
14 branches and 
reported revenue 
of 33.4 million 
euros in 2015.

It is the second 
acquisition by 
Grafton Group in 
the Netherlands. 
Grafton entered 
the Dutch market 
in November last 
year with the ac-
quisition of Isero.

The combined 
business will 
trade from a 
network of 53 
branches and 
should become 
the market leader 
in the Nether-
lands tools, fixings 
and ironmongery 
market where it 
will have strong 
positions in the 
country’s five 

largest cities.
Chief execu-

tive Gavin Slark 
said the com-
pany wanted 
to increase its 
exposure to the 
growing Dutch 
economy.

Outside of the 
Netherlands, 
Grafton Group 
also has oper-
ations in the 

UK, Ireland, and 
Belgium.

Completion of 
the transaction is 
subject to approv-
al by the Dutch 
competition 
authority and is 
expected to take 
place January 
2017.

https://goo.gl/
TvGUV7
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Another tradie app 
has been launched and 
was recently profiled 
in Fairfax newspapers. 
First launched on the 
iPhone in 2015, Mr 
Tradie makes it easy 
for Australians to find 
tradespeople in their 
area.

Rather than tradies 
simply undercutting 
each other to offer 
the lowest price, Mr 
Tradie also includes 
an Uber-style ratings 
system so users can 
take into account 
customer satisfac-
tion. They can rate 
tradies but not vice 
versa, although that 
feature might be add-
ed down the track.

Competing ser-
vices tend to charge 
tradespeople a fee ev-
ery time they provide 
a quote, regardless 
of whether or not 
they win the work. 
However Mr Tradie 
charges tradespeo-
ple a flat fee of $10 
per month or $100 
per year. It’s a model 
that works better for 
both tradespeople and 
customers, explains 
founder Ishan Dan. He 
told Fairfax Media:

When you rely on a 
cheapest quote system 
the good tradies tend 
to get beaten by the 
cut-price tradies who 
aren’t necessarily qual-

ified — which drives 
the good tradies away 
and can leave the 
end customer with a 
shoddy job. It becomes 
a race to the bottom on 
price which punishes 
the good tradies by 
forcing them to cut 
their prices to survive.

Mr Tradie lists a cus-
tomer feedback score, 
a bit like Uber, which 
means tradespeople 
are relying more on 
their reputation to win 
work than on offering 
dirt-cheap prices — if 
tradies continue to get 
bad feedback scores 
I kick them off the 
system.

The idea for Mr 
Tradie was born from 
Mr Dan’s conversation 
at the pub with several 
tradespeople friends 
who were struggling 
to find customers but 
were relying on word 
of mouth and refer-
ral networks rather 

than marketing and 
establishing an online 
presence.

Mr Dan has no 
background in app 
development, he’s 
a stockbroker who 
works for a financial 
planning company but 
he studied both com-
puting and finance at 
university. The hard-

est part of bringing 
the Mr Tradie idea to 
life was building the 
app, he explained, with 
disputes over the first 
version of the iPhone 
app almost going to 
court.

The search for a 
replacement developer 
forced Mr Dan to heed 
his own advice for 
hiring tradespeople; 
don’t shop on price 
alone. He weighed 
up seven developers 
before going with 
Melbourne-based 
AppsCore.

Altogether Mr Dan 
and his investor have 
spent around $70,000 
on app development, 
which includes two 
versions of the iPhone 
app as well as an 
Android version. His 
advice for people 
wanting to bring their 
app ideas to life is to 
invest lots of time and 
effort in the planning 
stage rather than mak-
ing changes later that 
can cost thousands of 
extra dollars and delay 
the project by months.

goo.gl/1RRZBY

news
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Telstra has launched 
its first Smart Home 
products and pricing 
packages, with devices 
including cameras, 
lightbulbs, motion 
sensors, smart power 
plugs, a smart door 
lock, and a thermostat.

Pricing begins at 
AUD25 per month, 
which includes the 
choice between two 
Smart Home “starter 
kits”: Watch and Mon-
itor, and Automation 
and Energy – both of 
which include the Tel-
stra Smart Home Hub. 
This controls Internet 
of Things (IoT) devices 
in the home through 
an app across smart-
phones and tablets. 
John Chambers, execu-
tive director of Telstra 
Home and Premium 
Services, wrote on Tels-
tra’s Exchange Blog:

Watch and Monitor 
Starter Kit…comes with 
two door or window 

motion sensors, and an 
indoor HD wi-fi camera 
that can be set up to 
record video and take 
photos or viewed live 
from the Telstra Smart 
Home app. Automation 
and Energy Starter Kit 
comes with two smart 
power plugs, two door 
or window sensors, 
and a motion sensor, 
helping you automate 
lamps or other appli-
ances and control your 
use of energy.

Customers can also 
choose to add further 
devices onto their 
package at an extra 
cost, with more devices 
to be launched in early 
2017.

Telstra partnered 
with US vendor 
Icontrol Networks 
in June to integrate 
its enterprise smart 
home control platform 
into Telstra’s Smart 
Home range. Devices 
come from a range of 

vendors like Lockwood 
and Sengled, as well as 
white-labelled prod-
ucts.

Mr Chambers said at 
the time that the pack-
ages would be offered 
on a 24-month signup 
basis and paid month 
by month.

In September, Kath-
erine Robins, principal 
security expert at 
Telstra, said the telco 
had been experiment-
ing with a combination 
of blockchain and 
biometric security for 
its IoT smart home 
offerings, including the 
switches and cameras. 
She said:

Effectively, if you’re 
going to run a smart 
home environment, 
you’re running it off an 
app on a device.

If I have malware on 
that device, and then 
my phone’s compro-
mised; I can no longer 
validate whether that 

is me controlling that 
phone. So we started 
tying in identity into 
this. And the way that 
we did that is we start-
ed looking at biomet-
rics, so we did facial 
recognition and voice 
recognition, and we 
tied those fingerprints 
to the blockchain so 
that could not be tam-
pered with.

By integrating bio-
metrics into the app 
and the blockchain 
testing, Ms Robins said 

users could then vali-
date their identity.

This rounded it out 
for us – so we had our 
blockchain-backed 
tamper events on 
devices, and we had 
the ability to verify the 
identity of the person 
who was accessing the 
device at a point in 
time via biometrics.

goo.gl/w0Ek0t

news

Smart Home packages from Telstra

Biggest houses in Australia no more
The latest research 

reveals Australians 
are no longer building 
the largest houses in 
the world, after being 
replaced by Americans 
who are now building 
bigger homes.

Data commissioned 
by CommSec from the 
Australian Bureau of 
Statistics found the 
average floor area of a 
new detached house 
built in Australia in 
2015/2016 was 231sqm.

Figures from the 

US Census Bureau re-
vealed the average size 
of a new single family 
home in the US in 2015 
was 249.6sqm — that’s 
18.6sqm or about 10% 
larger than the average 
Australian home and 
their biggest on record.

The report found de-
spite the drop in recent 
years, the average new 
house built in Austra-
lia was still 10% bigger 
than those being built 
20 years ago. The re-
port said:

And this is a point not 
picked up in discussion 
of home prices. Not 
only are homes far 
bigger than those built 
in the 1980s and before, 
but the standard of 
fitout today is far 
superior with quality 
kitchens, bathrooms, 
floor coverings and 
inclusions like aircon-
ditioners.

Victorians were 
building the biggest 
houses in Australia 
at 241.1sqm, followed 

by Queenslanders, 
237.7sqm and then 
the residents of New 
South Wales, 227.4sqm.

In Western Austra-
lia the average was 
227sqm, Northern Ter-
ritory 205.3sqm, South 
Australia, 202.4sqm 
ACT, 180.8sqm and 
Tasmania 188.1sqm.

House sizes shrank 
the most in the ACT, 
down 7.3% and then 
New South Wales 
where they were 4.5% 
smaller than the same 

time last year.
In the Northern Ter-

ritory they were 4.4% 
smaller and down by 
less than one per cent 
in South Australia and 
Western Australia.

Houses were bigger 
in Queensland by 
3.5% compared with 
the same time last 
year and up 3.2% in 
Tasmania and 3.1% in 
Victoria.

goo.gl/pD9WQL
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Palmerston North 
in New Zealand is ex-
periencing significant 
growth in hardware 
and homewares sales, 
driven by DIY projects.

New data from 
market research firm, 
MarketView shows 
the hardware and 
homewares sector in 
the region is being 
valued at almost 
nearly NZD70 million 
(AUD67.2 million) a 
year. It experienced the 
fastest growing retail 
spend in the 12 months 
to October, rising 12% 
to more than NZD67 
million (AUD64.3 
million) during that 
period.

Popular TV shows 
such as the NZ version 
of “House Rules” and 
“The Block” were 
possibly the biggest 
driver behind hard-
ware/homewares 
spending, according to 

John Heng, owner of 
local homewares store 
Taylor Road, 

Manawatu ITM Build-
ing Centre manager 
Darren Richardson 
said the hardware 
and building supplies 
industry had boomed 
over the past year.

The hardware and 
homeware sector far 
out-paced the city’s 
overall retail growth of 
1.1% and was growing 
four times faster than 
the same period in 
2014, after a 1% slip last 
year. Mr Richardson 
told Stuff NZ:

We’ve picked up heaps 
[in the past year]...ev-
erything’s selling. You 
used to be able to pick 
up the phone and order 
for tomorrow. [Now] 
it’s at least 10 working 
days that you’ve got to 
order ahead.

Palmerston North 
City Council economic 

advisor Peter Craw-
ford said the city’s 
busy housing market 
probably contributed 
to the sector’s large up 
swing in sales. There 
was a 42% increase in 
residential building 
approvals in the 12 
months before Septem-
ber, with 248 issued by 
the council.

The council also 
issued 404 consents 
for residential alter-
ations or additions to 
existing buildings in 
the same period, six 
per cent higher than 
the previous year. 
Mr Crawford said it 
was a good indication 
that people would be 
looking for tools and 
materials to build with 
and homewares to fur-
nish the place after the 
work was done. But the 
consent figures didn’t 
tell the whole story. He 
said:

There are a lot of 
smaller projects that 
don’t require consents 
that still need a trip or 
two down the hard-
ware store.

Real Estate New 
Zealand Manawatu 
spokesman Andy Stew-
art said on top of new 
home-owners looking 
for building materials 
or furnishings, the 
state of the region’s 
housing market could 
be encouraging more 
DIY. Many sellers will 
put in a little DIY, or 
hire a builder, to make 
repairs and catch prob-
lems before they show 
up on a housing report, 
he said.

There’s also a lot 
[more] people deciding 
to stay in their cur-
rent homes and make 
improvements.

Mr Stewart said peo-
ple were feeling more 
cautious about trading 

in their current home 
for an upgrade. A low 
level of houses on the 
market means getting 
a new home after sell-
ing up was less certain 
than in the past.

Currently, if no more 
houses came on to the 
market, all the avail-
able properties in the 
region would be sold in 
13 weeks. Historically, it 
would take 37 weeks on 
average for the market 
to run dry.

goo.gl/eIhH3i
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Hardware retail “fast growing” in NZ

ITM Building Centres have benefited from the construction boom in New Zealand
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Augmented Reality sensor

Canvas is a new app that 
works with an augmented 
reality (AR) sensor designed 
specifically for home im-
provement projects.

By combining the Canvas 
app and the Structure Sensor, 
users can capture an accurate 
3D model of a home or phys-
ical space in minutes. They 
can view a 3D model from 
any angle, measure between 
any two points, and revisit it 
anytime.

For design professionals, 
the app’s Scan To CAD will 
output a file compatible with 
most architectural design 
software. From there, the 
user can add objects, make 
architectural changes, or cre-
ate high-quality 3D renders.

Both products were created 
by Occipital. Co-founder 
Jeffrey Powers said:

We created the Structure 
Sensor out of a desire to 
develop great augmented 
reality experiences for mobile 
devices at a time where 
mobile devices simply weren’t 
able to power these kinds of 
experiences because of lim-
itations in cameras, mobile 
processors, and memory. We 
saw indoor mapping as an 
important capability that 3D 
sensing could bring to mobile 
devices.

According to Mr Powers, 
unlike previous 3D sensors, 
which were designed to 
connect to game consoles 
and computers, the Struc-
ture Sensor was designed 
from the ground up to go 
mobile. Benefits include 
its compact dimensions, 
mobile-optimised range and 
a precision bracket that lets 
it quickly and securely attach 
to an iPad with a lightning 
connector.

Empowering consumers 
and trade professionals to 
better achieve their vision 
is proving to be a profitable 
one as the augmented reality 
home trend continues to 
grow. Occipital co-founder 
Vikas Reddy said:

Traditionally, this capability 
has been reserved for large 
firms who were designing or 
remodelling something on a 
larger scale and could afford 
expensive 3D scanners and 
3D modellers. We are effec-
tively democratising access 
to it.

Canvas is an ideal compan-
ion app for 3D-savvy archi-
tects, interior designers, gen-
eral contractors, real estate 
agents and DIY enthusiasts.

goo.gl/NuZhoK
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Greenworks Com-
mercial has launched 
a line of tools spe-
cifically engineered 
to meet the needs of 
professional landscap-
ers. Powered by 82-volt 
battery technology, 
the range of commer-
cial grade equipment 
delivers power and 
run-time equivalent to 
comparable gas-pow-
ered models.

The latest equip-
ment line that Green-
works has produced 
comes with four main 
benefits, according 
to the company. The 
products are quiet, 
easy to operate, give 
off no fumes, and are 
low maintenance. The 
proprietary 82-volt 
battery combines with 
brushless, electric 
motor technology to 
provide best-in-class 
torque and product 
life.

All Greenworks 
Commercial bat-
tery-powered products 
use push button start 
technology, removing 
the need for pull cords. 
This is especially 
appreciated with its 

chainsaw. Gray Aber-
crombie, director of 
global marketing for 
Greenworks told Total 
Landscape Care:

Arborists love the 
saws. All they have to 
do is push the button 
to start and safety 
comes into play a lot 
with chainsaws.

They also no longer 
have to leave their 
elevated position and 
return to the ground 
to restart their equip-

ment, creating a safer 
job environment.

The push button 
start on the GBB600 
Backpack Blower 
allows the user to go 
from full power to 
completely off, and 
back to full power 
without ever remov-
ing the backpack.

By using lithium-ion 
batteries, landscapers 
do not need to worry 
about the memory ef-
fect commonly found 
with nickel cadmium 
batteries, where they 
lose their maximum 
charge over time if 
continually recharged.

These battery-pow-
ered tools have been 
designed for those 
who work in cities 
with strict decibel 
ordinances. Most US 
cities with ordinances 
limit anything above 
79 dB and Greenworks’ 

82-volt brushless axial 
blower ranges from 60 
to 72 dB. Mr Abercrom-
bie said:

Commercial land-
scapers can start earli-
er and work later with 
this quieter equipment.

Greenworks’ string 
trimmer produces 50% 
less noise than its gas 
counterpart while its 
power is equivalent to 
a 32cc gas engine.

The brushless hedge 
trimmer comes with 
a 180-degree rotat-
ing rear handle and 
features a die-cast 
magnesium gear box 
to endure heavy use.

Greenworks has a 
walk-behind mower 
that is battery-pow-
ered as well. It fea-
tures a 21-inch deck 
and comes with seven 
cutting heights that 
can be adjusted with 
a lever.

Starting in early 2017, 
Greenworks Commer-
cial will offer three 
models of zero-turn 
mowers, the GZM 33W 
Walk-Behind Zero 
Turn Mower, the GZM 
48S Stand-On 48” Zero 
Turn Mower, and the 
GZM 52R Ride-On 52” 
Zero Turn Mower.

Run times depend on 
the amp hour battery 
used. The products 
come standard with 
a 2.5 Ah battery, but 
they can be upgraded 
to a 4.0 Ah battery, 5.0 
Ah battery or a 900W 
battery backpack.

goo.gl/JkdGVK
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Honda Power Equip-
ment is bolstering its 
lineup of commercial 
lawn mowers with a 
model that has supe-
rior performance and 
reliability combined 
with reduced cost 
and weight, the HRC 
216K3HDA. Michael 
Rudolph, vice presi-
dent – Honda Power 
Equipment explains:

This new Honda 
self-propelled commer-
cial mower expands 
the Honda HRC 
product line from two 
models to three, offer-
ing more choices to the 
professional landscape 
market. With reduced 

weight for better ma-
noeuvrability, rugged, 
durable construction, 
and lower upfront 
costs, the new Hon-
da HRC 216K3HDA 
commercial mower 
is a smart choice for 
lawn and landscape 
professionals.

The latest Honda 
lawn mower is de-
signed from the inside 
out with simple start-
ing, easy operation and 
quick stopping. It has 
a number of advanced 
technologies.

- Easy start, easy 
stop: This model 
allows the user to save 
time by starting the 

engine while standing 
behind the mower and 
the flywheel brake 
safety system stops 
the engine and blades 
when the user lets go 
of the brake lever on 
the handle.

 - Commercial grade 
power: The fuel-effi-
cient Honda GXV160 
commercial engine is 
the source of power-
ful, quiet operation 
with noise control. 
Its precision speed 
control saves time by 
maintaining consis-
tent speed across all 
mowing conditions. 
The mower’s hydro-
static transmission 
includes a heavy-duty 
automotive style shaft 
drive that eliminates 
the belt that can slip 
or wear out.

- Cutting perfor-
mance: The exclusive 
Honda MicroCut® 
Twin Blade System 
offers four cutting 
surfaces to produce 
finer clippings, and the 

mower can be adjust-
ed to eight different 
heights.

- Commercial grade 
design: The outside 
of the Honda HRC 
216K3HDA features a 
rugged 21-inch steel 
deck with front axle 
and bumper protec-
tion. The ergonomic 
heavy-duty steel piped 
reinforced handles 
are for strength and 

operator comfort.
- Lightweight ma-

noeuvrability: It has 
a dry weight of 117lbs 
(53kgs) and operat-
ing weight of 121lbs 
(55kgs).

https://goo.gl/7ybcLF

Honda grows 
pro mower 
range

Tradies and other 
professionals can 
protect their most 
important assets with 
an extended line of 
Bahco Tool Organisers 
available from Snap-
on Industrial.

Ten new models pro-
vide a variety of con-
figurations, and have 

a carrying capacity 
of up to 75lbs (34kgs). 
Pockets are designed 
to hold typical tool 
sizes securely in place 
while still providing 
easy access.

As with the original 
Bahco 3100TB tool 
bag, the line of totes, 
caddies and folders are 

ruggedly constructed 
with strong, flexible 
polyester bodies, 
double-stitched seams, 
and are easy to clean. 
They have anti-slip 
hard PP plastic bot-
toms that can stand 
up to heavy use and 
loads.

Mini-pockets, elastics 
and dividers make tool 
distribution quick, 
easy and logical for the 
user, and all models 
include space for three 
essential business 
tools: mobile phone, 
measuring tape and 
business cards.

The ten new prod-
ucts in the Bahco 

tool organiser range 
include two open 
tote caddies (product 
codes 4750FB1-19A & 
19B); two closed tote 
bags (4750FB2-19A & 
24A); a large wheeled 
caddy (4750FB2W-24A); 
an electrician bag 
(4750FB3-12); a combi-

nation laptop/tool bag 
(4750FB4-18); and three 
sizes of tool folders 
(4750FBA, B & C)

goo.gl/2SE5O1Expanded 
tool bag line

products

https://goo.gl/7ybcLF 
http://goo.gl/2SE5O1 
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Home maintenance 
professionals and 
electricians looking to 
expand their services 
can consider 
home security 
systems as an 
opportunity to 
help custom-
ers who prefer 
the Do It For 
Me (DIFM) 
approach to 
home im-
provements. 
Uniden’s 
Guardian 
Hybrid digital 
video recorder 
(DVR) range 
of security systems is 
best installed by those 
proficient in home 
handiwork.

The Uniden home 
security system – with 
wired and wireless 
capabilities in one de-
vice – is ideal for home 
and small to medium 
sized business (SMB) 

owners who want a 
cost-effective solution 
to keeping an eye on 
their property.

Whether it is intro-
duced as an ad-hoc 
job or an extension 
to existing projects, 
handypersons and 
electricians can add 
value with a simple 
hardwiring camera 
installation. This 
type of work requires 
approximately one to 

two hours of labour. 
(Installation time 
will vary based on 
the complexity of the 
property. For example, 
multiple storeys or 
large premises may re-
quire additional cables 
to be run through.)

The system can 
provide peace of mind 
to home and business 
owners lacking the 
confidence to carry 
this out independent-
ly.

They can choose a 
combination of wired 
internet IP cameras, 
which rely on an 
Ethernet cable for 
internet connectivity, 
as well as wireless 
IP cameras which 
connect to the local 
wi-fi network via 
an app. Hardwiring 

the cameras calls for 
drilling holes into wall 
and ceiling surfaces 
and running cables for 
power and internet 
connectivity.

Relying on a power 
connection only, the 
wireless cameras are 
practical for locations 
where it’s difficult to 
extend a video cable, 
such as a garage or 
deck.

This security system 
can be used to monitor 

the interiors and exte-
riors of a property, and 
can be scaled up as 
needs change. Home 
and SMB owners have 
the ability to monitor 
their premises re-
motely via a dedicated 
app on smartphone 
or tablet devices. The 
app also sends alerts 

to connected devices 
whenever the security 
system detects move-
ment.

All Guardian wired 
and wireless cameras 
are weatherproof to 
withstand the harsh 
Australian elements. 
Key features include:

- Expandable with 
up to 16 wired cameras 
and up to eight option-
al wireless cameras

- Full HD 1080p reso-
lution for clear picture 

quality
- Guardian 

Live Pro app 
for iOS/An-
droid smart-
phones and 
tablets

- Up to 2TB 
internal stor-
age

- Up to 20 me-
tres of night 
vision, from 
dawn to dusk

- USB backup
- Connect to 

a large screen TV or 
monitor via an HDMI 
port

- Remote viewing 
capabilities via smart-
phone or tablet

Home
security
offering for 
tradies

products

A cast iron claw foot 
bath from Highgrove 
Bathrooms has strong, 
durable qualities and 
elegant period-in-
spired designs. They 

have remained a 
classicchoice for 
many consumers.

The Katherine 
Cast Iron Bath 
collection is 
reminiscent of the 

Victorian period, and 
is further elevated by 
the addition of pol-
ished white or chrome 
claw feet. 

The baths in this 
range have a deep, 
indulgent double-end-
ed slipper design. The 
contoured edges and 
symmetrical shape 
also look stunning 
from every angle, 
making it a glamorous 
bathroom centrepiece. 
To add to the luxuri-
ous feeling, cast-iron 

naturally retain heat.
Available 

in classic 
white, and 
modern 
colours 
such 
as pine 
green, 
orange or 
blue.

Cast iron 
baths
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YARDMAX, a manufacturer of 
innovative, high-quality outdoor 
power equipment (OPE), dis-
played its full product line for 
the first time at this year’s Green 
Industry & Equipment (GIE)+EX-
PO in Louisville, Kentucky.

It is an ideal location for the 
company to showcase its new 
products to top industry profes-
sionals, retailers and DIYers.

Focusing on available products 
for purchase – including log split-
ters, chipper shredders and snow 
removal products – the YARD-
MAX team offered attendees a 
hands-on look at the various de-
sign enhancement upgrades that 
come standard on all products 
– at no additional cost.

YARDMAX uses solid stamped 
steel parts instead of plastic 
whenever possible for improved 
durability, performance and 
life span. With a range of gas 
and electric log splitters, snow 
blowers, chipper shredders, plate 
compactors, concrete mixers, 
tillers, power wheelbarrows, 

power trackbar-
rows and a power 
sweeper, it offers 
heated hand grips, 
safety shields, 
pre-assembled 
motors, log cradles 
and cup holders as 
standard features. 
Shad Shafer, vice 
president and 
partner, told On 

the House:
We built YARDMAX from the 

ground up. This means that we 
control all aspects of the sup-
ply chain – design, engineering, 
production, merchandising and 
fulfillment. Our oversight and 
control directly translates to our 
ability to deliver high quality 
equipment at extremely compet-
itive prices. And we back it up 
with the support every customer 
deserves.

YARDMAX is committed to 
delivering world-class custom-
er service and maintains an 
inventory of in-stock, readily 
available replacement parts – 
express-shipped if necessary.

https://goo.gl/QLoDl4

YARDMAX 
makes its
debut

products

HI
WEEKLY

Subscribe 
Don’t miss out!

We’ll email you the 
summary and link  

every fortnight

Click to subscribe

or go to:
http://goo.gl/lHPt57

FREE

https://goo.gl/QLoDl4 
http://goo.gl/lHPt57
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ABSCO Industries 
is a wholly owned 
Australian company 
manufacturing a 
large range of steel 
products including 
garden sheds, large 
outdoor structures 
and garden beds.

From its manufac-
turing facility in Bris-
bane, ABSCO offers 
an extensive range 
of over 350 different 
types of outdoor 
products. ABSCO 
Industries has been 
the major supplier 
of these products to 
the hardware and 
outdoor building 
industries for over 
40 years. The good 
reputation that we 
built up during those 
years is now being 
recognised through-
out Australia and 
rapidly expanding 
overseas markets.

SNAPTiTE 
Technology

ABSCO products 
feature the unique 
patented SNAPTiTE 
technology. This rev-
olutionary assembly 
system dramatically 

reduces the time and 
effort required. ABS-
CO Sheds assemble 
up to 80% faster than 
its competitors.

Most components 
are marked with part 
numbers which are 
also clearly identi-
fied throughout the 
three dimensional 
drawings displayed 
in the assembly 
instruction booklet. 
SNAPTiTE reduces 
screws by 75%! It 
permanently locks 
all perimeter chan-
nels to all roof and 
wall sheets without 
the need for tools 
and fasteners. Most 
other connection 
points have been 
fully pre-punched to 
maximise the ease of 
assembly.

ABSCO has an 
ongoing dedication 
to product develop-
ment. Being small 
and nimble allows 
ABSCO to design 
products that are 
on trend and bring 
them to market 
quicker than a tradi-
tional manufacturer.

At ABSCO Industries, it is our mission to manufacture the best 

outdoor storage and garden products available anywhere.

For more information,  
please visit our website at  
www.abscosheds.com.au

http://www.abscosheds.com.au
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Rocky Point Mulching is a 
family-owned and operat-
ed Sugar Cane Farm and 
Sugar Cane Mulch pro-
cessing plant. The compa-
ny is completely vertically 
integrated, as it grows, 
processes and packs its 
own mulch.

The company’s history 
reaches back to 1949, with 
the purchase of a block 
of land in the 
Rocky Point area 
of Queensland 
by the company’s 
founders, Alexan-
der and Phyl Keith.
Accidental  
innovations

In the ear-
ly 1990s, as a 
drought swept 
through the agri-
cultural areas, the 
demand for stock-
feed increased 
substantially. The 
sons of Alexander 
Keith developed 
mechanical processes 
which enabled them to 
harvest the sugarcane in 
its green state. It could 
then be used to produce 
high-nutrient stockfeed.

When the rain finally 
returned, the Keith family 
found itself with a large 
number of bales of the 
sugarcane which were wet. 
Improvising, they sold this 
material as mulch to local 
growers of avocados. 

Now into its third gener-
ation of the family, Rocky 
Point Mulching products 
have expanded to include 
a full range of premium 
feeder and decorative 
mulches, potting mixes, 
growing media, sands, 
animal bedding and more, 
with the products supplied 

throughout Australia.
As the company has 

evolved, sustainability 
has become increasingly 
important to Rocky Point 
Mulching. Concerns 
about sustainability to the 
environment influence 
every component of the 
business, including the 
bi-products created during 
manufacturing, and en-

suring that transportation 
logistics are as efficient 
as possible to minimise 
carbon footprint.

One particular area 
where Rocky Point scores 
high marks, is that Rocky 
Point Mulching Potting 
Mixes do not contain peat 
or peat product. Environ-
mental damage has been 
done to some areas where 
intensive mining of peat 
has taken place. 
Lawn Star

Rocky Point Mulching’s 
Lawn Star Premium Top 
Dress & Feed is a superior 
blend designed to enrich 
and rejuvenate lawns. This 
carefully screened and for-
mulated mix is packed with 
excellent mineral content 

for levelling undulations 
in lawns, and slow-release 
fertiliser to produce a 
green, healthy lawn. 

The slow release fertiliser 
in Lawn Star is designed 
to feed the lawn for three 
to four months after top 
dressing. It is perfectly 
balanced with mineral 
content and nutrient rich 
organic matter along with 

wetting granules to help 
improve dry, tired lawns.
Active 8

Rocky Point Mulching’s 
Active 8 is a well-balanced 
soil improver designed 
for the home gardener 

to plant directly into, with 
no fuss. Active 8 contains 
a rich earthly blend of 
organic compost, com-
posted chicken manure, 
composted cow manure, 
blood and bone, gypsum, 
fish meal, seaweed extract, 
iron, zeolite, trace ele-
ments and humates.

Its benefits include:
• Creates a balanced, nu-

trient rich growing en-
vironment that ensures 
spectacular growth

• Ideal for planting raised 
garden beds, planter 
boxes, herb gardens & 
large containers

• Active 8 can be used on 
all garden types, but is 
best suited for vegeta-
ble gardens

• Designed to absorb and 
retain water

• Ideal in the preparation 
of planting fruit trees 
and building up garden 
beds

• Increases soil nutrient 
holding capacity

• Reduces the loss of 
nutrients by avoiding 
leaching

• Active 8 is prepared 
and tested under strict 
conditions and is fully 
certified to the Austra-
lian Standard 4454

Rocky Point Mulching 
Three generations of family producing high quality, 

environmentally friendly garden products

Phone: 07 5546 2470
  Fax: 07 5546 2570

Email: baled@rpmulching.com.au
Web: www.rpmulching.com.au

709 Stapylton-Jacobs Well Road
Woongoolba QLD 4207

http://www.rpmulching.com.au
mailto:%20baled%40rpmulching.com.au?subject=Enquiry%20from%20HI%20News
http://www.rpmulching.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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Providing retail manage-
ment software is some-
thing of a balancing act 
between its true cost (the 
software itself, installation 
and ongoing support), the 
features it provides, and 
the way the product fits 
with the specific needs of 
individual retailers. 

What makes Merlin 
Software’s Cobalt Retail 
outstanding in its field is 
that it has found the right 
balance between these 
elements. By designing 
not only the software, but 
its provision and support 
services, Merlin enables 
its clients to get just the 
right features, along with 
the best levels of support 
and service. This makes 
using the software conve-
nient and easy, while also 
providing a high value 
proposition.

At the core of these 
innovations is Merlin’s 
understanding that the 
best way to deliver retail 
software is through what 
has been called “software 
as a service”. Rather than, 
as in the old days, selling 
software as a standalone 
product, then charging 
extra for everything — such 
as support and upgrades 
— Merlin provides Cobalt 
Retail for a single month-
ly fee that covers most 
of what a retailer needs, 
including regular quarterly 
upgrades.

As a result, there’s no ini-
tial capital investment, only 
a monthly budget friendly 
figure to rely on (subject 
to each client’s installation 
requirements).

This also means that 
Merlin works to maintain a 
constant relationship with 

its customers. The software 
costs are also much easier 
to forecast and plan, with 
the system remaining up-
to-date, and functioning at 
its highest efficiency.

History

Merlin has been provid-
ing software for over 30 
years, and its Cobalt Retail 
product has been around 
for 15 years. Its happy 
clients include the Sanders 
H Hardware in South Aus-
tralia, the famous Pedders 
Suspension Australia-wide 
Group, and TAFCO Rural 
Supplies in Victoria.

Installation

 Replacing existing and 
familiar software — even 
if it is just MYOB or other 
non-customised solutions 
— can be a difficult task. 
There is bound to be some 
business disruption, and a 
learning curve. Even when 
it is evident the long-term 
advantages make the 
short-term inconveniences 
well worth it, that initial 
few weeks spent adopting 
a new system can seem 
daunting.

Merlin has really thought 
through this process with 
its Cobalt Retail software. 
To begin with, rather than 
having retailers struggle 
installing software on 
their existing computers, 
Merlin supplies a com-
plete, high-specification, 
fully warrantied server with 
the software completely 
pre-loaded. There are 
simply no concerns at all 
about making an installa-
tion work. 

This server is simply 

plugged into the existing 
network in the retail man-
agement location. To make 
integrating the server as 
easy and cost-effective as 
possible, Merlin offers a 
range of assistance even at 
this level. The monthly fee 
for using Merlin includes 
a generous allotment of 
time for initial assistance 
with installation, including 
remote access by Merlin 
staff, who can work directly 
on the server via an inter-
net connection.

Merlin is equally happy to 
provide technical assis-
tance and information to 
third-party or in-house IT 
support teams, or directly 
to retailers themselves, if 
they prefer to look after 
their own installation 
details. Merlin leaves that 
choice entirely up to its 
Cobalt Retail clients.

Getting started

When the Cobalt Retail 
software is up and running, 

there remains (of course) 
still quite a bit of setup 
work to get done. Merlin 
has worked hard to make 
sure this process is as easy 
as possible for its clients. 
For example, in creating 
new databases for the 
client information, Merlin 
supplies its clients with 
a set of master spread-
sheets. The client fills out 
the database details in the 
spreadsheet (or exports 
the details from an exist-
ing system), then uploads 
these into Cobalt Retail, 
and the necessary data-
bases are automatically 
created.

Once again, Merlin is 
happy to provide online 
support to make this task 
easier and faster for its 
clients. The company can 
also provide on-site staff to 
work through the process.

Merlin Software
Merlin’s  is Australian retail management  

software-as-a-service tailored for hardware stores

The Merlin Software team at the Hardware & Building Traders’ 2016 
National Conference in Townsville, Queensland. From left: Michael Procyk, 
Sam Roberts and David Beard. 
Merlin Software organises user group meetings, and regularly attends 
tradeshows, making it easy for clients to interact directly with the team.

Continues  
following page

http://www.merlinsoftware.com.au/
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Inside Cobalt Retail
Cobalt Retail consists of 

five separate modules: 
Point of Sale (Pos), Ac-
counting, Payroll, Com-
mission Sales, and Ecom-
merce. 

Clients are free to select 
all or any of these modules 
to use.
PoS: Sales

Cobalt Retail’s PoS mod-
ule has been designed to 
enable the user to access 
almost all of its functions 
from a single screen. 

The Sales component 
includes cash, account 
and layby sales, as well as 
estimates and suspend-
ed sales. It also provides 
management features, 
such as creating accounts 
and products, changing 
price level, and calculat-
ing discounts to maintain 
margins. It also integrates 
with the Accounting and 
Ecommerce modules.

From a management per-
spective, the Sales compo-
nent enables a wide range 
of reporting features.

All of these functions are 
designed to scale as need-
ed. Cobalt Retail works just 
as well for a single store 
operation, on up to fran-
chises with over 100 sites.
PoS: Stock

Hardware retailers need a 
really robust stock data-
base. The Stock compo-
nent can allocate three sort 
levels of sub-categories to 
product files. Stock move-
ment is fully integrated 
with Cobalt Accounting. 
Receipting of stock into 
Cobalt Retail will automat-
ically generate a creditor 
invoice (or accrual). Suppli-
er information allows stock 
to be ordered and tracked, 
and stock-take facilities 
ensure accuracy.

Of course, the system 
scales easily. Retailers can 
maintain a product and 
pricing file for a single 

store, or a group  
network. 

Merlin has a history of 
working with large buying 
groups to create integra-
tions with their ordering 
systems and other fea-
tures. This helps to achieve 
the best result for both the 
stores and the group.
PoS: Customer

Cobalt Retail’s Custom-
er component combines 
aspects of accounting with 
functions from customer 
relationship management 
(CRM) software to help 
retailers get the most from 
their client relationships. 
The Debtors Ledger looks 
after customer accounts 
on an ongoing and histor-
ical basis, never deleting 
transactions, so that past 
accounts can be easily 
viewed.

Individual pricing con-
tracts can be recorded, 
customer accounts can be 
consolidated, customer 
details can be used for 
marketing purposes.
Accounting module

Cobalt Retail’s Account-
ing component fully 
integrates the Sales and 
Payroll modules. Adding 
supplier invoice details 
when stock is receipted, 
for example, will update 
Accounting, eliminating 
the double-handling found 
on some other systems. 
Cobalt Retail  
Payroll

Designed for small to 
medium businesses, 
and fully compliant with 
Australian Taxation Office 
requirements, Cobalt 
Retail Payroll had help 
eliminate such annoyances 
as as repetitive data entry 
into separate systems after 
a pay run. Its facilities in-
clude: Tracking employee 
information and accrued 
leave, importing or enter-
ing tax scales as released 

by the ATO, and prepara-
tion of PAYG taxation.
Cobalt Retail  
Ecommerce

The Ecommerce module 
of Cobalt Retail is de-
signed to make it as easy 
as possible for web de-
signers to access the data 
they need directly from 
Cobalt Retail. This leaves 
them free to use the latest 
web techniques to deliver 
the best possible web site. 
Cobalt Retail  
Multi-Site

Users with more than 
one retail site using Cobalt 
Retail can access the soft-
wares multi-site systems. 
Based on internet technol-
ogy, Cobalt Retail Multi-
Site combines the best of 
connected systems, with 
the addition of individ-
ual site robustness. The 

system enables “real time” 
control of sites. Should 
one site suffer an interrup-
tion to internet connectiv-
ity, it continues to function 
for normal sales functions, 
then reports back to the 
centralised system auto-
matically whenever con-
nection is restored.

Services
Merlin provides a full 

range of services to 
support its Cobalt Retail 
product. These include:
• Configuration of the 

system to suit your 
business

• Training of relevant staff 
in each modulePOS, 
computer and other IT 
hardware and software

• Hardware quotes from 
major suppliers

• Website and email host-
ing under your domain 
name (charges apply)

Contact Merlin Software:
08 8354 1600

sales@merlinsoftware.com.au
www.merlinsoftware.com.au

240-280 Morphett Road. North Plympton, SA 5037

Merlin Software’s Cobalt retail management system provides a modern, 
clean interface, that works the way today’s empolyees expect software to 
work.

Click here to visit Merlin 
Software’s YouTube chan-
nel for more information.

mailto:sales%40merlinsoftware.com.au?subject=HI%20News%20enquiry
http://merlinsoftware.com.au
http://www.merlinsoftware.com.au/
https://www.youtube.com/channel/UCUbqnOS3Mxv6Cb_THYeKxtw
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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
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