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At HNN, we like to think of Christmas as a time 
to say “thank you”. 

This is a special note to the people who have helped us to 
achieve growth in readership and advertising this year.

HNN began with the idea that there were smart-thinking people 
in the industry who were a little “under-served” when it came to 
business information. For a long time, I believed there was room 
for a digital publication that could provide an un-varnished view 
and some forensic analysis of companies operating in the hard-
ware and home improvement sector.

My only surprise was how many people were interested in these 
types of stories and information; and how many were not inter-
ested in being mis-directed and mis-informed by what they read. 
Gossip and innuendo is not their thing.

During the year, some editions of our digital magazines topped 
100K downloads. That seems to indicate a large audience for our 
content. It is far bigger than any print publication I have ever 
worked on.

At the same time, I know that HNN is not for everyone. And that 
is fine. It won’t suit people who don’t like to read long features and 
who prefer coverage that is relentlessly positive.

You won’t find a lot of press releases or pre-approved comments 
from senior executives and their managers. We work hard not to 
present “fake” news or data. Our discerning readers expect nothing 
less.

For our advertisers, we have tried to come up with ways that will 
get their product or service seen by as many people as possible. 
They are astute and clear-minded enough not to get in the way of 
the stories we need to write.

On a much more personal note, I need to thank the individuals 
who were aware of my battle against breast cancer over the last 18 
months and the struggle that comes with emerging out at the oth-
er end of a lengthy and difficult treatment. I am deeply grateful for 
your discretion and support. This list of people is very short and 
they know who they are. I will always be in their debt.

To everyone else who sees this, I would like to wish you and your 
loved ones only the best for the Christmas and holiday season. 
Stay safe and I look forward to working with you in 2017.

Betty Tanddo
Publisher

comment



http://bndaustralia.com.au/
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Ex-Masters 
staff 
redeployed to 
Woolworths

Bunnings HQ 
in Melbourne 
sold and 
leased back

Masters seeks 
site in Albion

Bunnings in 
Shepparton set 
to be second 
biggest in 
Victoria

John Gillam to leave 
Bunnings in late 2017

In a surprise an-
nouncement on 
7 December 2016, 
Australian-based con-
glomerate Wesfarmers 
announced that the 
CEO of Bunnings, John 
Gillam, has elected to 
step down from his 
role.

The announcement 
came just days before 
Masters Home Im-
provement, a retail 
venture launched by 
Woolworths with the 
aim of diminishing the 
profitability of Bun-
nings, ceased trading 
completely. 

It also comes just 10 
months after Bunnings 
announced its acqui-
sition of UK-based 
home improvement 
retailer Homebase. The 
expansion into the UK 
and Ireland triggered a 
change in upper man-
agement at Bunnings. 
Michael Schneider, 
who formerly headed 
up retail at Bunnings, 
was moved into the 
managing director role 
for Australian opera-
tions. Peter (PJ) Davis, 
who had formerly been 
chief operating officer, 
took over as managing 
director of Bunnings 
UK & Ireland. Mr Gil-
lam had assumed the 
CEO role, with both 
Mr Schneider and Mr 

Clark reporting to him.
These changes have 

reduced the poten-
tial disruption of Mr 
Gillam leaving the 
company. In a press re-
lease from Wesfarmers, 
Mr Gillam is quoted as 
saying:

I firmly believe that 
now is the right time to 
pass on the leadership 
baton. Mike and PJ 
have been outstanding 
leaders in helping drive 
the growth and success 
of Bunnings and are 
well placed to take 
the business forward. 
I look forward to 
continuing to support 
the Bunnings team in 
an advisory capacity, 
while also having the 
opportunity in the 
coming years to pursue 
other interests.

The managing di-
rector of Wesfarmers, 
Richard Goyder, was 
lavish in his praise 
of Mr Gillam. In a 
Wesfarmers’ press 
release, he is reported 
as saying:

John has worked in 
our Business Devel-
opment team, been 
Chief Financial Officer 
of Bunnings, Compa-
ny Secretary of the 
Wesfarmers Group 
and Managing Direc-
tor of CSBP, before 
taking over as leader of 

Bunnings in 2004. He 
was also Chairman of 
Officeworks for eight 
years.

In every role he has 
been outstanding and 
left an indelible and 
positive legacy. His per-
formance at the helm 
of Bunnings has seen 
him now recognised 
as one of Australia’s 
leading retailers and 
Bunnings is now a 
national institution. 
The recent acquisition 
of Homebase in the UK 
and Ireland has provid-
ed our company with a 
new platform for long-
term future growth.

Today’s announce-
ment demonstrates our 
strong talent develop-
ment and succession 

planning. Before we 
acquired Homebase we 
spent many months 
bedding down a new 
Bunnings manage-
ment structure. That 
structure, which has 
now been in place for 
almost a year, is serv-
ing the business well 
and we look forward to 
John’s ongoing contri-
bution in his new more 
flexible advisory role.

According to some 
media reports, Mr 
Gillam may be required 
to provide 12 months 
notice on resignation. 
Other reports suggest 
that he has also signed 
a three-year non-com-
pete agreement. How-
ever, both of these are 
more speculative than 

http://hnn.bz/
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established fact. Some 
reports have denied 
both conditions exist.

There has been a 
great deal of inade-
quately sourced media 
speculation about 
whether Mr Gillam 
stepped down from his 
role at Bunnings due 
to his belief he would 
not succeed Mr Goyder 
in the top position at 
Wesfarmers. Mr Goy-
der, it is thought, will 
likely leave his role in 
the next two to three 
years. Mr Gillam was 
thought to be one of 
three internal Wes-
farmers candidates for 
that appointment.

Both Mr Goyder 
and Mr Gillam have 
adamantly denied 
this speculation when 
asked. While Mr 
Goyder has, by his own 
admission, attempted 
to retain Mr Gillam in 
Wesfarmers, he has not 
been successful so far.

One possibility that 
has been suggested 
is that, during the 
coming year, Mr Gillam 
may help to spearhead 

Wesfarmers’ efforts to 
adapt to the possible 
entry of Amazon into 
the Australian market 
in the third calendar 
quarter of 2017. He 
remains in an advisory 
role at Wesfarmers, 
with a particular 
emphasis on the UK & 
Ireland operations of 
Bunnings.

Analysis

When HNN went 
first to seriously report 
on what was happen-
ing with Masters more 
than a year ago, what 
we found was less a 
story about Masters 
and more of a story 
about Bunnings. 

While Mr Gillam has 
had something of a 
storied career at Bun-
nings, he is likely to be 
best remembered for 
his role in quite literal-
ly smashing down the 
Woolworths’ attempt 
to take market share 
in home improvement 
retail away from Bun-
nings. Over the course 
of several years, he 

energised the Bun-
nings team to do better, 
to be aggressive in the 
places where it count-
ed, and to out-pace 
and out-manoeuvre 
Woolworths at almost 
every strategic turn.

Mr Gillam certainly 
deserves respect for 
this part of his role. 
However, to over-em-
phasise that role would 
be to ignore his much 
stronger, long-term 
contribution in build-
ing Bunnings since the 
early 2000s into one of 
the retail powerhouses 
of modern Australia. 
Along the way he did 
not just capture mar-
ketshare. He changed, 
fundamentally, the 
way in which retail is 
conducted in Australia. 
One need only remem-
ber a single one of the 
pithy sayings that 
he would sometimes 
share on strategy days 
to realise this. “The 
margin is the outcome”, 
for example, might 
well serve as the single 
best summation of the 
ways in which retail 

has changed over the 
past decade.

However, Mr Gillam’s 
contribution goes 
beyond that. He didn’t 
just affect commer-
cial retail practice, he 
also helped to shift 
Australian culture in 
a positive direction. 
He delivered, direct-
ly, to working men 
and women, and to 
middle-class men and 
women, the benefits 
that were available 
from globalisation 
-- cheaper products, 
cheaper tools, and 
wider availability. 

HNN, like many oth-
ers who think about 
the home improve-
ment retail industry, 
has been puzzling for 
the past year over the 
possible move by Mr 
Gillam into Mr Goy-
der’s role. It has never, 
to be honest, seemed 
like a good fit to us. It 
would be like taking a 
top surgeon, and giving 
him or her a hospital 
to run. It’s a bigger 
job, but that’s not the 
point.

There was much 
speculation in the 
press that Mr Gillam 
chose to leave because 
he was not being 
offered Mr Goyder’s 
position directly. HNN 
finds it very difficult to 
imagine Mr Gillam as 
a petulant executive, 
disappointed by a lack 
of appreciation. In fact, 
we do wonder if one 
contributing factor 
might have been that, 
with the future depar-
ture (hopefully not for 
another two years at 
least) of Mr Goyder, Mr 
Gillam realised that 
he was not keen on 
having to rebuild that 
particular working 
relationship, which has 
been an excellent one, 
with a new managing 
director.

Both Mr Gillam and 
Mr Goyder are relative-
ly young men. It will be 
interesting to see what 
further contributions 
they make in the years 
to come.

Gillam to leave Bunnings (cont.)

http://hnn.bz/
http://www.merlinsoftware.com.au/
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http://www.merlinsoftware.com.au/multi-site/
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http://www.merlinsoftware.com.au/


9

hnn.bz

big box  
update

Woolworths has 
found new jobs for 
more than 1500 of 
its former Masters 
workers in Australia’s 
biggest supermarket 
chain, according to 
a report in Fairfax 
Media.

Approximately 1650 
Masters staff of a 
workforce that used 
to total 6000, have 
accepted new roles at 
Woolworths. This rep-
resents a take-up rate 
that equates to just 
under half the number 
of people who were of-
fered alternative jobs.

An additional 600 
workers have taken 
roles at other, mainly 
hardware-aligned 
businesses through 
Woolworths’ out-
placement program 
implemented when 
the retailer announced 
plans to shut down the 
store network.

Woolworths home 
improvement human 
resources director Gil-
lian Davie said workers 
who didn’t take up 

alternative 
employment 
offers were 
able to gain 
redundancy 
payments, 
which includ-
ed access to a 
job placement 
program. She 
said:

We are 
proud to say 
that every 
Masters store 
employee who 
wanted a job 
in Woolworths 
was given a job offer 
as per the commitment 
made by Brad Banduc-
ci at the time of the 
announcement of the 
home improvement 
exit.

Matthew Dickson 
was working as an 
assistant store manag-
er at Masters but has 
moved from Newcastle 
(NSW) to take a store 
manager role with 
Woolworths at Coon-
abarabran, two hours 
from Tamworth.

Mr Dickson said it 

was quite a transition, 
moving from hardware 
to grocery but he said 
there was also a lot of 
similarities.

The main difference 
between hardware or 
home improvement 
and a supermarket is 
the product you are 
selling, you are still in 
a role where you are 
looking after a team 
and leading a team 
and making decisions 
based on the customers 
and that doesn’t really 
change no matter what 
retailer you are work-

ing for.
Retail analyst Steve 

Kulmar said the high 
number of Masters 
staff moving across 
to the Woolworths 
chain reflected just 
how tough it was in 
the retail sector and 
he warned the outlook 
was uncertain for re-
tailers that hadn’t kept 
up with the shopping 
habits of the millenni-
als. He said:

Millennials are now 
the dominant group 
and they have a very 
different approach to 

retail, which is more 
considered and they 
do a lot more research. 
They are inclined to 
shop less but they 
make very considered 
purchases and in-store 
or brand experiences 
play a massive role. A 
lot of retail businesses 
just don’t know how 
to do that and I think 
they’re secretly wishing 
they were still selling 
to impulsive baby 
boomers out of average 
stores.

goo.gl/vArg0U

The Bunnings head 
office based in Haw-
thorn East (VIC) has 
been sold for $24.7 
million to a private 
syndicate. It was pur-
chased on a yield of 6% 
in a deal negotiated by 
Colliers International’s 
Peter Bremner and Rob 
Joyes, according to the 
Urban Developer.

Despite the sale, Bun-

nings’ staff will con-
tinue to operate from 
the same location, 
having commenced 
another six-year lease 
in August, with an ad-
ditional six-year option 
to renew.

Mr Bremner said the 
buyer recognised the 
property, which has 
a net lettable area of 
5295sqm, as an “out-

standing” opportunity 
to secure strong-per-
forming real estate 
with a solid income 
stream in a prime loca-
tion. He said:

Bunnings is Austra-
lia’s largest private 
employer and largest 
company in terms of 
revenue and has been 
a long-term tenant 
since the building was 

specifically constructed 
in 2004. The building 
offered a predictable 
and secure cash flow 
stream until at least 
August 2022, as it con-
tinues to be Bunnings’ 
national headquarters, 
plus significant future 
rent reversion in a 
thriving inner-east sub-
urban location.

The off-market cam-

paign achieved a quick 
turnaround, selling to 
the syndicate within 
two weeks of the first 
inspection.

https://goo.gl/e4my-
ML

Bunnings’ HQ sold off

Ex-Masters staff deployed to Woolies

http://hnn.bz/
http://goo.gl/vArg0U
https://goo.gl/e4myML
https://goo.gl/e4myML


10

hnn.bz

big box  
update

Bunnings has flagged 
plans to move into the 
former Masters site 
at Albion Park (NSW). 
The Advertiser Lake 
Times reports that 
Bunnings has lodged a 
development applica-
tion with Shellharbour 
council, seeking to 
modify the Masters 
consent.

Instead of being 
classed as a “home 

improvement centre”, 
Bunnings wants to 
create a “hardware and 
buildings supplies” 
store, and make a 
series of minor design 
modifications.

If approved, the 
Albion Park location 
would add to a growing 
stable of Illawarra Bun-
nings outlets. A $30 
million development 
is planned at Kembla 

Grange, and a store is 
underway at Russell 
Vale in addition to the 
three others in the 
region.

https://goo.gl/YySbbo

The $53 million Bun-
nings store being built 
in the regional area of 
Shepparton (VIC) is 
on schedule to open in 
mid-2017, according to 
the Shepp Adviser. It is 
set to become the sec-
ond largest Bunnings 
Warehouse in Victoria.

Currently under con-
struction at 90 Benalla 
Road in Shepparton, 
the new Bunnings’ 
will see approximately 
50 new jobs created 
following its opening, 

taking the team to 
approximately 180. 
Bunnings property 
– general manager, 
Andrew Marks said:

On-site, the majority 
of ground works are 
complete with con-
struction progressing 
to the erection of struc-
tural steel and concrete 
wall panels. Bunnings 
Warehouse Shepparton 
will have an approx-
imate total store size 
of 18,000sqm…The de-
velopment will include 

a main warehouse, 
indoor timber trade 
sales area, building ma-
terials and landscape 
supplies yard and out-
door nursery, as well as 
an indoor playground 
and cafe and parking 
for over 410 cars…

Bunnings has been 
part of the Shepparton 
community for over 15 
years and is looking 
forward to bringing a 
bigger and brighter of-
fer with the new store.

https://goo.gl/jDmwiq

Masters Albion site for Bunnings

Shepparton gets 2nd largest Vic Bunnings

http://hnn.bz/
https://goo.gl/YySbbo
https://goo.gl/jDmwiq
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Store owner 
seeks to 
recoup some 
losses on sale 
of plumbing 
supplies

IkeGPS 
extends 
Stanley deal

Mitre 10 Farinosi 
& Sons owner, Paul 
Farinosi is remaining 
positive about the fu-
ture, even as he braces 
for the completion of 
disruptive major road 
works on his front 
doorstep amid one of 
the State’s most severe 
building downturns.

Mr Farinosi is the 
third generation to 
assume ownership of 
the business after his 
father Tony died last 
December. It has two 
outlets, in Northbridge 
and Karratha, accord-
ing to its website, and 
is seen as one of WA’s 
largest independent 
hardware businesses.

A year ago, Farinosi & 
Sons was considering 
its options after being 
confronted with Main 
Roads’ plans for the 
Charles Street bus 
bridge, a $32 million 
project stretching from 
the existing James 
Street bus bridge 
behind Perth Arena to 
Charles Street.

As part of the project, 
the south-bound 
Mitchell Freeway exit 
to James Street will 
be closed — with the 
underpass dedicated to 
buses — and the free-
way off-ramp moved to 
Roe Street.

It is a diversion that 

worries Mr Farino-
si, whose store has 
occupied the same 
site on the north-west 
corner of James and 
Fitzgerald Streets since 
his Italian immigrant 
grandfather relocated 
there 71 years ago.

With its revenue 
driven by the build-
ing trade, the store 
is a destination for 
many tradesmen who 
arrived in its commer-
cial drive-through off 
James Street, directly 
from the freeway.

Mr Farinosi has been 
partly mollified by 
Main Roads’ agreement 
to erect a “keep clear” 
zone across the bus 
lane outside the James 
Street entry, giving 
unimpeded access to 
the diverted tradies 
forced to arrive at the 
store from Fitzgerald 

Street.
But he admits it may 

be difficult to gauge 
the financial impact 
of the bus bridge 
project on Farinosi & 
Sons, given business is 
already suffering from 
a depressed building 
sector. He told The 
West Australian:

The industry is down 
dramatically. From 
what everyone is telling 
me, and from what I’ve 
experienced in 33 years, 
this is the worst down-
turn I’ve seen. There’s 
tradesmen I haven’t 
seen for six months.

However, he cited Mi-
tre 10 owner Metcash’s 
takeover of Home 
Timber & Hardware as 
a major positive, with 
the tie-up creating a 
bigger, stronger inde-
pendent chain with 
better buying power. 

Mr Farinosi said:
With the volumes we 

can negotiate better 
deals, so we will be 
able to stack up better 
against the might of 
Bunnings.

He said Farinosi & 
Sons was seeing “new 
faces”, as former cus-
tomers of Woolworths’ 
failed Masters chain 
eschewed going to 
Bunnings in favour of 
smaller, independent 
stores.

Mr Farinosi is also 
taking comfort from 
signs of increasing 
tendering activity, “so 
after the State election 
in March, I think we 
will start to see the 
positives”. He added:

It’s not all doom and 
gloom. Things are 
down, but you can see 
there will be growth.

https://goo.gl/GY9O3P

WA building downturn 
affects hardware stores

http://hnn.bz/
https://goo.gl/GY9O3P
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Court action for store 
owner 

Parkwood Hardware 
proprietor Steve Ciavalini 
has taken Supreme Court 
action against Diploma 
Construction (WA) over a 
claimed debt of $244,000 
for plumbing supplies. Di-
ploma Construction is a 
subsidiary of builder-de-
veloper Diploma Group.

Diploma faces esti-
mated total claims of 
between $10 million and 
$20 million from subcon-
tractors and suppliers.

Mr Ciavalini said the 
equipment he supplied 
was for the Quest Ade-
laide Terrace project in 
East Perth. He withheld 
the order until Diploma 
representatives agreed in 
a meeting four months 
ago to pay him $118,000 
for supplying anoth-
er Quest building on 
Mounts Bay Road. He told 
The West Australian:

I did what they asked 
and they’ve burned me 
badly. Now I just want to 
wind them up.

He did not expect to re-
cover the debt but hoped 
to recoup about $24,000 
in goods and service tax 
payments. He said:

I can’t claim tax back 
until the company’s writ-
ten off.

Mr Ciavalini had been 
warned by Diploma the 
action threatened the set-
tlement of its $42 million 
sale of Quest Adelaide 
Terrace.

There are expectations 
Diploma Construction 
(WA) could be put into 
administration before the 
matter’s first court hear-
ing in January 2017. The 
company recently said 
Diploma Construction 
(WA) suffered an unaudit-
ed annual loss before tax 
of $32.5 million.

https://goo.gl/6YOVoB

http://hnn.bz/
https://goo.gl/6YOVoB
http://hbt.net.au/
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DuluxGroup 
sees rosy 
future

Taubmans 
launches 
snow-globe 
marketing 
campaign

supplier update
IkeGPS expands  
Stanley deal

New Zealand-based 
IkeGPS Group has 
struck a new deal 
with Stanley Black & 
Decker.

The tool company has 
extended its supply, 
branding and distri-
bution agreement for 
Ike’s Stanley Smart 
Measure Pro product 
that targets the con-
struction industry and 
professional contrac-
tors. The agreement 
term runs to the last 
quarter of 2018.

Ike executives said 
sales channels con-
templated under the 
agreement are Stanley 
Black & Decker’s big-
box retail and specialty 
distribution partners 
spanning Europe, 
North America, Asia, 
Australia and New 
Zealand, with partners 
that  include Bunnings.

To facilitate sales 
into these different 
markets, the product 
has now been trans-
lated into 15 different 
languages and custom-
ised for 25 different 
geographic territories.

The Stanley Smart 
Measure Pro prod-
uct was launched in 
December 2015. About 
25,000 units were sold 
into the US market in 
FY16 through Lowe’s 
stores. The FY17 unit 
volume forecasts have 

been upgraded twice 
in the first half of the 
financial year, from 
26,000 units to 39,500 
units, as a result of 
three new European 
markets. Ike chief 
executive Glenn Milnes 
said:

Given the extreme-
ly positive customer 
and market response 
to the product since 
its launch into North 
America and now into 

the UK, France and 
Germany, the extension 
of our agreement with 
Stanley Black & Decker 
is an exciting long term 
development for this 
product.

We have already seen 
the power of big-box 
retail distribution and 
anticipate follow-on 
orders from each of the 
aforementioned mar-
kets as well as launch 
orders for numerous 

new territories and 
channels through FY17, 
FY18 and beyond.

This renewed agree-
ment has been con-
cluded on improved 
commercial terms. 
The sale of units will 
generate material gross 
margins for Ike.

https://goo.gl/Ww-
TU0a

https://goo.gl/RTc-
mau

http://hnn.bz/
https://goo.gl/WwTU0a
https://goo.gl/WwTU0a
https://goo.gl/RTcmau
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At Dulux’s recent an-
nual general meeting, 
chief executive Patrick 
Houlihan told share-
holders he expects 
the company’s core 
home renovation and 
maintenance markets, 
which account for two 
thirds of revenue, to 
drive sustainable prof-
itable growth this year 
as the sector returns 
to long-term average 
growth rates in 2017.

Mr Houlihan con-
firmed that subject to 
economic conditions 
and excluding non-re-
curring items, Dulux 
expected overall net 
profit after tax in fiscal 
2017 to be higher than 

the 2016 equivalent of 
$130.4 million.

He also noted that 
the company should 
not be affected by the 
closure of the Mas-
ters hardware chain. 
Mr Houlihan said 
lead indicators in the 
company’s key markets 
remained largely posi-
tive. He said:

Our core existing 
home renovation and 
maintenance markets…
are expected to contin-
ue to provide resilient, 
profitable growth. The 
new housing market 
segment accounts for 
approximately 15% of 
group revenue and we 
tend to focus on the 

higher-margin, premi-
um end of this market. 
Although new housing 
approvals have peaked, 
we expect this market 
to remain strong in 
2017, given the solid 
pipeline of work yet 
to be commenced and 
completed.

He said commercial 
construction mar-
kets were expected 
to remain solid, but 
resources infrastruc-
ture markets would 
continue to struggle 
while markets in China 
and PNG were tipped 
to stay weak in the 
immediate term.

However, we are 
confident our core, 

renovation and repair 
markets in Australia 
and New Zealand 
are on track to revert 
to normal, resilient 

growth rates.
https://goo.gl/Jq5N6z
https://goo.gl/NwRavi

The future is profitable: DuluxGroup chief

Snow globes star in paint ads

Patrick Houlihan, managing director DuluxGroup

Taubmans and its 
creative agency Naked 
Communications 
have launched a print 
campaign to inspire 
consumers to make the 
most of their festive 
free time by painting 
the exterior of their 
home.

The campaign focus-
es on Taubmans En-
dure Exterior, a premi-
um paint designed for 
maximum protection 
against all weather 
conditions. It drama-
tises the effectiveness 
of Taubmans paint by 
showing a range of 
different regional-style 
Australian homes, 
each encased in a snow 
globe. Fiona King, 
senior brand manager 
at Taubmans, said:

Our customers 
can sometimes 
struggle to find 
the time to paint, 
but with the 
great weather 
and time off, 
the holidays 
are an excellent 
time to finally 
get around to 
it. Taubmans 
Endure is the 
perfect choice 
because it has 
Nanoguard Tech-
nology, which 
provides maxi-
mum all weather 
protection. We felt this 
idea brought this to 
life in a fantastically 
simple way.

Jon Burden, Naked’s 
executive creative 
director explains:

Leading up to the hol-
idays many brands are 
shouting for people’s 
attention, especially 
in print format. We 
wanted to stand out 
from the Christmas 
crowd by creating 

something simple and 
pure. I believe the mark 
of a good product ad 
is being able to explain 
the product benefit 
without explanation or 
a list of claims, and this 
concept does just that.

The campaign is run-
ning across national 
magazines and press.

https://goo.gl/Fa2lNQ

http://hnn.bz/
https://goo.gl/Jq5N6z 
https://goo.gl/NwRavi 
https://goo.gl/Fa2lNQ


http://hbt.net.au/


18

hnn.bz

in this  
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retail update

in this  
update:

Kennards 
opens new 
branches in 
New Zealand

Mitre 10 
New Zealand 
launches in 
Ruakura

IKEA has launched 
online shopping, and 
Canberra customers 
are the first in the 
country to get it. They 
can shop, order and 
pay online 24/7, and 
have goods delivered 
the next day.

There is also a new 
click and collect option 
– where items are 
collected and available 
ready for pick up. Click 
and collect was recent-
ly trialled at IKEA in 
Tasmania, but Can-
berra is the first store 
to have both click and 
collect and home deliv-
ery. IKEA spokesman 
Michael Donath told 
the Canberra Times:

We’ve been shown 

a lot of love from the 
Canberrans, I think 
we’ve had 1.5 million 
visitors since we 
opened. And I guess 
Canberra’s a really 
good opportunity to 
test and try as well and 
learn from the market, 
understand how the 
customer experience 
should be where we 
have a store and online 
offering, and really see 
how we can support 
the customer best 
before we produce 
e-commerce for the rest 
of the country.

Almost the entire 
IKEA range is available 
for delivery. Costs 
starts at $79 and online 
is currently available 

throughout the ACT 
and Queanbeyan. Mr 
Donath said:

In the new year we 
will look at other 
regional areas sur-
rounding or a bit 
further from the ACT, 
so everywhere from 
Wagga Wagga through 
to places like Albury, 
Wodonga etc.

The existing load-
ing bay area near the 
store’s exit will become 
the click and collect 
area, with the service 
attracting a $20 fee. Mr 
Donath explained:

You come in straight 
through the exit and 
your goods will be 
ready to pick up. When 
you do order online 

you can select your day 
that you prefer and the 
time slot, so you can 
actually come in when 
it suits you. You won’t 
have to wait there and 
wait for it to be picked, 
it’ll be all ready for you.

There are future 
plans is for IKEA to 
roll online shopping 
out nationally over the 
coming years.

https://goo.gl/L9kthM

IKEA goes online  
in ACT

http://hnn.bz/
https://goo.gl/L9kthM
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Equipment and 
tool rental company 
Kennards Hire recently 
opened its 23rd branch 
in Victoria following 
the acquisition of fam-
ily-owned business, 
Werribee Trade Hire.

Kennards Hire is re-
taining the expert staff 
from Werribee Trade 
Hire. Neil Masterson, 
general manager of 
Kennards Hire – Victo-
ria identified its local 
expertise as being 
crucial to Kennards’ 
success in the area. He 
said the owners, Miro 
and Roberta Strmec-
ki have built a great 
business with their 
equipment fleet and 
customer base almost 

identical to Kennards’ 
core market.

According to Mr 
Masterson, the western 
suburbs are a rapidly 
expanding part of 
Melbourne and in 
growing need of hous-
ing and infrastructure 
development. Though 
Kennards’ branches at 
Brooklyn and Geelong 
have been servic-
ing this market, the 
company thought it 
necessary to be closer 
to the action to provide 
quicker service and a 
wide range of reliable 
hire equipment.

Kennards also 
opened its 17th branch 
in New Zealand when 
it took over Tauran-

ga Hire. Tom 
Kimber, general 
manager of Ken-
nards Hire New 
Zealand said:

Being the 
largest city in 
the Bay of Plenty, 
Tauranga is an 
exciting step for 
our network of 
hire equipment 
branches…In-
frastructure projects, 
housing and commer-
cial construction are 
all projected to see 
strong growth over the 
next few years. This 
is a great opportunity 
for us to invest in and 
grow our brand and 
equipment hire service 
offering in one of the 

fastest growing pop-
ulation areas in New 
Zealand.

The current staff at 
Tauranga Hire will 
join the Kennards 
Hire team, providing 
a seamless service for 
customers.

Kennards Hire 
operates almost 170 

branches across New 
Zealand and Australia. 
Prior to the branch in 
Tauranga, it opened 
one in Hamilton in Au-
gust this year. Tauran-
ga is the neighbouring 
suburb to Hamilton in 
New Zealand.

https://goo.gl/C9eYgX

The recent opening 
of Mitre 10 MEGA Ru-
akura will serve tradies 
and DIY enthusiasts in 
Hamilton, a populous 
city of the Waikato 
region, in the North 
Island of New Zealand.

Store owner-opera-
tors, Terry and Lynne 
Wilson, have been 
eager to complete this 
four-year project for 
their South-East Ham-
ilton based customers, 
who previously had 
to make the journey 
to the Wilson’s other 
Mitre 10 MEGA store at 
The Base, Te Rapa. Mr 
Wilson said:

The new store will 

operate as a satellite of 
our Te Rapa store – of-
fering the same range 
and store features and 
allowing our trade 
customers to use one 
account across both 
stores.

The Mitre 10 MEGA 
Ruakura store en-
compasses almost 
8,000sqm of retail 
space, garden area, 
drive-thru, trade yard 
with trade supply bulk 
bins, and a Columbus 
Cafe.

The store has been 
designed with sustain-
ability and efficiency 
in mind, including new 
wireless mobile de-

vices that will enable 
team members to be 
more productive and 
responsive to customer 
requests. Mr Wilson 
adds:

Whether they’re in 
the garden area, the 
drive-thru, trade yard 

or anywhere else in 
the store, our team 
members will be able 
to check stock location 
and availability on the 
spot, as well as process 
orders without the 
need for paper, which 
allows them to deliver 

a more efficient service 
for our customers.

https://goo.gl/L56xJT

retail 
update

Kennards Hire opens new branches

Mitre 10 NZ launches in Ruakura

http://hnn.bz/
https://goo.gl/C9eYgX
https://goo.gl/L56xJT
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There are probably no more contentious sta-
tistics in the home improvement industry than 
those which relate to home renovations. 

As a statistic, renovation activity is one refer-
ence that can help to predict the health of the 
home improvement industry. Yet it remains a 
particularly difficult bit of data when it comes 
to finding reasonably accurate sources.

Industry analysts are somewhat spoilt for 
choice for sources, with everyone including the 
Australian Bureau of Statistics (ABS), Roy Mor-
gan, BIS Shrapnel, and the Housing Industry 
Association (HIA) offering their own version of 
what is happening with renovations.

To a large extent, the exact numbers that get 
used matter a little less than the trends those 
numbers reveal. The two things that matter the 
most are:  the way in which these numbers is 
gathered is consistent, reliable, and makes use 
of trusted sources of information: and that “ren-
ovations” cover as broad a spectrum of what a 
renovation is as possible.

The two great advantages, from the point of 
view of reportage, that the numbers provided 
by the ABS have is that, firstly, they are free, 
and secondly, they can be re-published in their 
entirety. Even if HNN were to pay the quite 

high fees charged by other sources for complete 
information, we couldn’t really make use of it, 
as that data are part of the valuable intellectual 
property of these companies.

The main difficulty with the ABS data on reno-
vations is that most of it is incomplete. The ren-
ovation data published with the main building 
statistics every month only covers renovations 
costing over $10,000 which require a building 
permit. As the ABS quality documents state:

Only building jobs valued at $10,000 or more 
for residential building and $50,000 for non-res-
idential building are included in the survey. 
Building work not requiring approval from a 
reporting authority is not in scope of the survey. 
Consequently small alterations and additions, 
such as kitchen renovations which do not un-
dertake structural changes to a building are not 
included in the survey. 

goo.gl/KTNXM3
However, as it turns out, there is a second 

source of renovations statistics from the ABS. 
This is contained in 5206.0 - Australian National 
Accounts: National Income, Expenditure and 
Product. The quality document describes this 
content like this:

a few  
quick stats:

Roy Morgan 
has released 
stats on what 
consumers 
thing are the 
best hardware 
stores.

Home 
Hardware 
won the top 
rankings.

Masters ranked 
last.

statistics
Sponsored by

ABS: Renovations

Chart 1: Australian aggregate national spencing on renovations, AUD millions.

http://hnn.bz/
http://goo.gl/KTNXM3
http://abscosheds.com.au/
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15.22 The value of alterations and additions to 
existing dwellings is estimated using data from 
regular surveys of building activity, and from 
the periodic Household Expenditure Survey.... As 
a significant part of alterations and additions 
activity is not covered in the Building Activity 
Survey, estimates from the survey are used only 
as an indicator to move forward benchmark 
estimates of expenditure on alterations and 
additions obtained from the Household Expen-
diture Survey.

goo.gl/Y53uLP
This means that the renovation activity 

-- which the ABS terms “alterations and addi-
tions” -- reported for the purposes of national 
accounts, includes nearly all renovations.

National data

So, what do the data tell us?
Looking at the data overall, one of the most 

evident things is that it makes the most sense 
when viewed on a regional, state-by-state basis. 
In fact, it would be great to see the numbers 
broken out by the major cities, in the way that 
the ABS presents house prices, but that’s not 
available just yet.

Looking at the overall national data (Chart 
1) confirms the kinds of patterns you would 
expect.There is a regular “heartbeat” pattern 
that begins with a slump in activity for the 
post-Christmas March quarter, picks up in both 
the June and September quarters, then reaches 
a high peak in the December quarter.

GFC

The global financial crisis (GFC) of 2008 also 
shows up in the numbers. It begins with an up-
wards double in the September and December 

quarters of 2008, with September 2008 lifting 
almost as high as the December quarter for 
2007, and the December 2008 actually slightly 
down on the September 2008 quarter.

This is followed by a downwards double, with 
the June 2009 result actually slightly lower than 
the March 2009 number, making it one of the 
lowest June quarter for the 15 years charted, 
second only to the June quarter of 2002. Howev-
er, the December quarter for 2009 zooms back 
up again, marking the highest ever renovation 
spending quarter reported by the ABS.

Resources boom ends

As expected, the data shows a slump in ren-
ovation activity after December 2011. Chart 2 

stats

Chart 2: Financial year expenditure on renovation, value of private residential construction 
work done, and hardware retail revenues. All statisitcs are for Australia aggregated.

http://hnn.bz/
http://goo.gl/Y53uLP
http://www.saint-gobain.com.au
http://www.saint-gobain.com.au
http://abscosheds.com.au/
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illustrates what happened at this time the best. 
Spending on renovation fell to 10-year lows 
during 2013, 2014 and 2015. Curiously, however, 
spending at the hardware retail level contin-
ued to rise. At the same time, value  of work 
completed for private residential construction 
also rose. It is too simplistic to suggest that 
increased construction work of new dwellings 
replace the fall in renovation work, but it is like-
ly that there is some relationship there.

This leaves open, however, the question of why 
there was a decrease in spending on renovation 
and a boost in spending on new construction 
work. There were many secondary effects that 
flowed from the end of the resources boom. For 
example, among these was a decline in earnings 
from share investments. This encouraged many 
Australians to set up self-managed superan-
nuation funds, which enabled them to directly 
invest in property, including through leveraged 
investments.

The states & territories

Charts 3 and 4 illustrate some of the differenc-
es between the three major states, New South 
Wales (NSW), Victoria (Vic) and Queensland 
(Qld). Chart 3 (top) shows the renovation data in 
its original form. Chart 4 (bottom) shows what is 
known as the “chain volume measures”. This is a 
statistical attempt to remove variance based on 
price, and to show the actual volume of activity 
instead. 

Comparing the two charts does show that 
a lot of the extreme variance from quarter to 
quarter in the original data possible comes from 
price variance, which means it is likely to pre-
dominately represent labour cost, with tradies 
charging less during the “slow” season, and more 
during the “high” season. 

The fact that the trendlines in the two charts 
are almost identical, however, indicates that 
price is more a feature than a determinate. The 
overall story of renovations is that they have 
been steadily declining in NSW, fluctuating 
considerably in Qld, but ultimately flat-lining, 
and steadily on the increase over the past 15 
years in Vic.

NSW

By far the most interesting feature of the two 
charts is the sudden uptick at the end of the 
NSW chart, for the 2017 calendar year. Looking 
at Chart 5, Percent change in the ABS housing 

stats

Chart 5.

Chart 3, top, and Chart 4, bottom. 

http://hnn.bz/
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price index, there were large percentage increas-
es in house prices for the June and September 
quarters of 2015. The current uptick in renova-
tion spending may be a result of Sydney house 
prices crossing over some line of value, along 
with tightening restrictions on lending by many 
banks.

VIC

The Vic chart (Chart 6) is most notable for the 
way in which it seems to be almost unaffected 
by the changes that show up clearly on the 
other charts. There is a slow, steady increase in 
spending on renovations.

QLD

The pattern for Qld (Chart 7) is a little bit irreg-
ular, with several consecutive highs and lows. 
It also very clearly shows the the period of the 
resource boob, and especially the slide down as 
the boom faded.

WA

Western Australia (WA) also shows the re-
source boom clearly (Chart 8), though it’s not as 
marked as it is in other measures, such as house 
prices in Perth. There is also far less of an effect 
from seasonality.

SA

South Australia (SA) shows a sharper degree 
of seasonality during the “good years” of the 
resources boom (Chart 9), but this breaks down 
outside those years, in particular more recently.

NT

The Northern Territory (NT) shows only a 
very mild seasonal effect (Chart 10), but a clear 
“bump” during the resources boom, followed 
by a slide downwards to a level slightly below 
where it was before the boom.

Chart 6

Chart 7

Chart 8

stats
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stats

Chart 9 Chart 10

Chart 11

Analysis

Perhaps the most significant factor that 
emerges from studying these renovation data is 
how dominant three states are: Vic, NSW  and 
Qld. Their combined spend on renovations av-
erages out to 76% of the total Australian spend 
over the past 10 years. 

The largest shift in renovation spending, as 
shown in Chart 11, has been between NSW and 
Vic, with Vic steadily gaining in terms of overall 
share, though still lagging behind NSW.

With a coming economic shift away from both 
resources-based and manufacturing economic 
activities, it’s likely that these three states will 
become even more dominant in the future, 
likely reaching as much as 80% of the national 
share.

http://hnn.bz/
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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%.

Now that Metcash has released the recording 
of its presentation to investment analysts, HNN 
is able to complete its report on the company’s 
first half results.

While most of the focus of the briefing was on 
the largest part of Metcash’s business, food and 
groceries, some time was devoted to its hard-
ware “pillar”, in particular the acquisition, com-
pleted on 2 October 2016, of the Home Timber & 
Hardware Group (HTH). 

Perhaps one of the more significant things to 
emerge from this is that Metcash has renamed 
its hardware business, presumably so as to 
improve the sense of inclusivity. The overall 
business is now called the “Independent Hard-
ware Group”. The logo includes the names of 
the main businesses this encompasses: Mitre 10, 
HTH, Thrifty-Link, and True Value Hardware.

On its website, Metcash describes this new 
entity:

The Independent Hardware Group (IHG), 
established November 2016, is the 
combined entity for the Mitre 
10 and Home Timber & Hard-
ware Group networks. It brings 
together leading independent 
hardware brands including; Mitre 
10, True Value Hardware, Home 
Timber & Hardware, Thrifty-Link 
Hardware, Hardings and Hudson 
Building Supplies.

The Independent Hardware 
Group is Australia’s only inde-
pendent home improvement 
and hardware wholesaler to the 
industry. With ~750 Independent 
members in the combined Mitre 
10 and Home, Timber & Hardware 
network, and over 500 non brand-
ed independent stores, IHG is 
integral to the continued growth 
of the independent hardware 
market.

It’s probably best to simply pro-
vide a transcription and commen-
tary for the most relevant parts 

of the presentation. We begin with the intro-
ductory remarks made by Metcash’s managing 
director, Ian Morrice. 
 Now on to hardware. It has been quite a sig-

nificant change period, obviously, in this sec-
tor, and there has been a fair bit of disruption 
with the liquidation of stock from Masters, 
coupled with some unseasonal -- a slow start 
to the warmer season.

Very solid performance from Mitre 10, 
continuing their programs of investment 
in the network. Really, the big story here 
is obviously the HTH acquisition. We are 
absolutely delighted to have landed HTH. 
Brad [Soller, Metcash chief financial officer] 
covered earlier a number of the detailed com-
ponents of that particular acquisition. But it 
is absolutely firmly in line with our strategy 
to be the leading wholesaler of all the pillars 
we operate in. Doubled the size of the pillar 
overnight, so it is a 2b business. 

Metcash FY 2016/17 
first half results part II

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

Independent Hardware Group
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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We are very pleased with the positive 
response from not just Mitre 10 members but 
also HTH members out there. There has been 
a huge amount of contact and communica-
tion with the broader network. I think they 
are all genuinely positively looking forward 
to the opportunities that we can create to-
gether as a bigger business.

The integration is not only commenced, but 
well underway. There are three key compo-
nents in terms of consolidating the support 
office and the various distribution facilities, 
starting with Dandenong in Victoria. The 
inventory review, core ranging, will be where 
we will work with the suppliers and the 
members to get a core range that is much 
more efficient for us to supply, and of course 
provides better opportunities for suppliers, 
and savings for members.

And, finally, systems integration will prob-
ably take the longest of the lot, because with 
systems nothing is that straight forward. So 
for the next 18 months those are the three 
components. Brad said earlier, $10 million 
[EBIT contribution] in the 2nd half expected, 
because we’ve now had the opportunity to 
look at the business and how those synergies 
will unfold, we are comfortable to call out a 
larger number of $15m to $20m to come from 
hardware. 

In the first half there were sales, but not 
EBIT from HTH. We only had the business 
for just over three weeks, so.  We did call out 
the sales there. In Mitre 10 itself, if you cycle 
the effect of some closed stores, and the K&D 
stores in Tasmania that left the network, so 
like for like up 1.7%, and you can see all of 
that EBIT coming through is actually from 
Mitre 10, no contribution yet from HTH, so 
up 7.8%. That is the flow on of the working 
smarter savings that we implemented in the 
2nd half of last year.

The final thing from this slide is to call out 
the new name we are giving the pillar, which 
is important for all the members in particu-
lar. They are now being supplied by the “In-
dependent Hardware Group”. The Indepen-
dent Hardware Group very much signifies 
the coming together of Mitre 10 and HTH, 
in every way shape and form. That has gone 
down particularly well with HTH members. 
As you might imagine.

Two analysts asked questions specifically 
about the Independent Hardware Group. The 

first was Tom Kierath, an analyst with Morgan 
Stanley.
Q: Just the 15m to 20m synergies, that excludes 

any turnaround in the company-owned 
stores? So the way we should think about it 
is, any improvement you get in those compa-
ny-owned stores, I think it is about half the 
store network, should be on top of the $15 
million  to $20 million in cost synergies.

IM: Well, I think it is fair to say that we haven’t 
banked on an improvement of those stores 
in our business case, for the business going 
forward. So we are not reliant on those stores 
lifting performance. If, as we expect, we do 
lift that performance, we would expect, yeah, 
further improvement from the business. But 
whether you see it in synergies or you see it 
in the underlying earnings of the business 
over time, we will have to address that with 
you when it happens.

The other questions came from Adam Alexan-
der, an analyst with Goldman Sachs.
Q: Just wondering whether whether there was 

an impact from the Master’s liquidation in 
that number [EBIT] -- additional promotions 
etc. And if you had clear air would you have 
seen a larger improvement from some of 
those cost efficiencies you talk about.

Ian Morrice: Yeah, we didn’t really see the effect 
on the EBIT line so much from that. I guess 
our sales line being up 1.7% like-for-like at 
wholesale, we think that number would have 
been higher if we hadn’t had that liquidation 
in the first half, and as a consequence we 
would have had a better flow on of margin 
from those sales. But it would actually have 
been attributed to having higher sales in the 
underlying Mitre 10 business.

companies
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Q: And then the synergy numbers 
that you have broken out, the 
$15 million to $20 million, just 
remind us of the major buckets 
and sort of how they have all 
come through the P&L in terms 
of timing.

IM: Well, the first thing is that you 
will see the majority of this come 
through in the FY2018 P&L, so while there will be some in 
the second half of this year, we will keep you informed of 
that as we go through, but the majority of those synergies 
will be in FY2018 year and beyond. We are giving ourselves 
an 18-month timetable to get the whole synergy and 
integration plan in place and completed. Now, obviously 
there will be a flow on into FY2019 as well, but as we step 
through it, I guess what we are really saying is, when you 
look at the the FY2018 run-rate, you can build $15 million 
to $20 million into that number. 

Remember we have undertaken to share a number of 
those synergies back with the members, so that is the 
amount that is left after sharing a component back with 
the members. 

Analysis

It’s perhaps worth noting that HTH when it was part of 
Woolworths recorded an EBIT of $12.9 million for the half 
period from 1 July 2016 to 31 December 2016. That’s an indi-
cation, given the Metcash predictions, that there has been a 
decline for this segment.

There remains something of a confusion in the Metcash 
numbers, with a prediction of $10 million EBIT contribu-
tion from HTH in the coming half year, then a prediction it 
will contribute $15 million to $20 million for the entirety of 
FY2017/18. 

These numbers indicate that HTH’s contribution is more 
likely to fall than increase. One reason why that would be 
the case is the migration, as suggested by some, of many of 
the major HTH stores over from HTH to Mitre 10 branding. 
That would also explain the slight caginess of Mr Morrice 

when it came to answering Mr Kierath’s question about 
company-owned stores. As these are significant contributors 
to EBIT (as Metcash collects both wholesale and retail mar-
gins on these), it would be odd for the company to not have 
allowed for greater EBIT contributions from these stores in 
its forecasts.

The most likely scenario, in fact, is that all company-owned 
HTH stores will be migrated over to Mitre 10 branding 
during the next financial year, if not the coming half year. 
It’s likely that, using the Sapphire store refresh for leverage, 
many other HTH stores with good performance will also be 
pressured to change branding.

One scenario that has been suggested to HNN by a well-in-
formed source, is that Mitre 10 will become the Independent 
Hardware Group’s “premium” brand, and HTH it’s “neigh-
bourhood store” brand, with both Thrifty-Link and True 
Value Hardware being subsumed by the latter.

The big question that remains for many independents in 
these groups (and their suppliers) is exactly how much of 
the additional revenues generated by coming synergies will 
be returned to the store owners themselves. 

Overarching these questions is also the matter of whether 
US online retailer Amazon will be entering the Australian 
market in calendar 2017. If it does, it is likely to have some 
considerable effect on independent hardware retailers, 
especially in areas such as power-tools, more for DIYers, but 
also for tradies.

In short, while 2016 has been an “interesting” year in terms 
of some massive changes in the Australian home improve-
ment retail industry, calendar 2017 is when we will all see 
what effect those changes really have.

The new logo for Metcash’s hardware “pillar”. 

companies
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indie 
update

US-based tool and security company Stanley 
Black & Decker has reported its third quarter 
earnings for FY 2016. Revenue for the quarter 
came in as USD2882 million, up by 1.86% on the 
previous corresponding period (pcp), which was 
the third quarter of 2015. Earnings before tax 
for continuing operations were USD328 million, 
up by 6.02% on the pcp, while net earnings rose 
by 6.68% to USD249 million. 

The company said the increase in revenue was 
a result of 3% organic (non-acquisition) growth, 
resulting from a 2% increase in volume and a 
1% increase in price. Fluctuations in currency 
exchange rates offset this by more than 1%.

For the tools & storage division, revenue was 
USD1897 million, up by 3% over the pcp. Vol-
ume contributed 4%, and price contributed 1% 
to this growth, while fluctuations in currency 
exchange rates provided negative growth of 2%. 
The European market for tools was very strong, 
showing 11% of non-acquisition growth, while 
North American operations grew by 4%. 

In his introductory comments to the results 
presentation for analysts, the company’s chief 
financial officer, Donald Allan, described the 
company’s success in Europe in more detail:

Gains continue to be widespread throughout 
the region within the UK, France and Central 
Europe, all delivering strong performances from 
new product development, growth investments, 
and an ever increasing retail footprint.

Mr Allan expanded on this comment in re-
sponse to a question from an analyst:

Now, the other item that I did mention was 
also putting the Stanley FATMAX brand on mid-
price point power tools in Europe. And so, that 
was another opportunity that was leveraging 
the effect of synergies of the two companies. 
And Europe is probably the best example, and 
then maybe emerging markets after that, of a 
combination of the revenue synergies from the 
merger and then the great benefits that we’re 
starting to see in the first couple of years from 
SFS2.0.

Power tools overall improved by 8%, while 
the company’s hand tools & storage business 
declined by 3%, despite a strong performance by 
the latter in both Australia and New Zealand.

Mr Allan said the company expected growth 
of between 6% and 9% in tools and storage for 
FY 2016 . In response to an analyst’s question, 
the company’s CEO, James M. Loree, provided 
additional details of what has happened with 
SBD’s hand tools division.

The pressure is coming from what we call the 
Industrial Tool business, which are the brands 
of Proto, Facom, our Storage business, which is 
under Vidmar and Lista, and then the Mac Tool 
business is in that category; however, they’re 
serving primarily the automotive aftermarket 
and they continue to demonstrate kind of low to 
mid-single digit organic growth. And that’s been 
a trend that they’ve been on for a while.

Sales in the company’s industrial division 
did not do as well. These decreased by 4% over 
the pcp, with volumes falling by 3%, and price 
concerns negative 1% as well. The poor perfor-
mance was largely attributed to problems with 
one electrical customer. Sales of the company’s 
security products grew by 2% over the pcp, with 
gains attributed to volume and price equally. 
Emerging markets did not do as well. According 
to the results press release:

An intense focus on commercial execution 
targeted at our mid-price-point product releas-
es and regional pricing actions contributed to 
slightly positive organic growth in the emerg-
ing markets, despite a high level of volatility 
and economic challenges within a number of 
regions.

A statement from Mr Loree, which appeared 
in the press release accompanying the earnings 
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Stanley Black & Decker 
2016 Q3 results

Stanley Black & Decker 2016 Q3
2016/17 H1 2015/16 H1 Change

Sales revenue 2882 2830 1.86%

Earnings befor 
tax for continuing 

operations

328 309 6.02%

Net earnings 249 233 6.68%

Diluted earnings 
per share

$1.68 $1.52 10.53%

USD Millions
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results stated:
The Company achieved modestly above-market 

organic growth and continued margin expan-
sion amid challenging operating conditions 
through excellent execution of its world-class 
franchises and brands.

FLEXVolt

The company’s most notable product launch 
for 2016 was its DeWalt FLEXVolt range. This is 
a new system of 60-volt (max) cordless tools for 
construction sites. The system enables the 60-
volt batteries to also be used on DeWalt 20-volt 
(max) tools, providing some degree of cordless 
battery system extension. 

In his introductory remarks, the CEO of SBD, 
James Loree, described the success of this tool 
range:

The third quarter also marked the beginning 
of the exciting launch of the DEWALT FLEX-
VOLT system, the first breakthrough innovation 
coming out of SFS2.0. This introduction has 
been met with unbridled enthusiasm across 
our professional customer base. The magni-
tude of the technological accomplishment in 
conjunction with the sheer breadth and depth 
of the marketing campaign has driven strong 
early momentum. We expect the success of this 
initiative to continue into the fourth quarter 
through 2017 and for years to come. In fact, the 
early returns suggest that this will be the largest 
and most successful power tool product rollout 
in our company’s history. 

Mr Allan reiterated the company’s forecast 
market volume of $100 million for the FLEXVolt 
range during 2016.

In a later comments, however, Mr Loree did in-
dicate that, despite being optimis-
tic over the outcome for FLEXVolt, 
the company did see the results as 
not yet fully resolved. He stated:

...we’ll see how positive the impact 
of FLEXVOLT is. It’s still early days, 
but as Jim mentioned, it’s very 
positive at this stage, so we’ll see 
if that is a little bit higher than 
our expectation. We previously 
communicated that we think it will 
be $200 million roughly of revenue 
next year. And the one factor we 
don’t know yet is the cannibalisa-
tion impact. 

In response to another analyst’s 
questions, Mr Loree commented 

on the potential upside that might come from 
FLEXVolt:

Again, we don’t know about cannibalisation, 
so that is the big unknown. However, we feel like 
the order momentum is pretty good and the re-
ceptivity of the end users is excellent. So we are 
really paying attention to how much capacity 
do we have if this does become a much bigger 
program than USD200 million in 2017. And right 
now we’re hovering in the USD400 million range 
for total capacity, and we’re working to ensure 
that if it were even stronger than that that 
we could deal with the bottlenecks, but I don’t 
imagine we could go too much beyond that. 
So, I think we’re probably ring fencing it in the 
USD200 million to USD400 million sort of range.

Newell (Irwin) acquisition

SBD acquired Newell Brands Inc. as of 12 
October 2016, paying USD1.95 billion. Among 
the businesses that SBD will gain through the 
purchase are Lenox and Irwin, which are estab-
lished tool brands, and Hilmor, which specialises 
in tools for the heating, ventilation and air-con-
ditioning market. Hilmor was formed in early 
2013. Additional brands include DYMO label 
machines and accessories, Coleman outdoor/
camping equipment, and the Sharpie brand of 
markers.

In describing what Newell brings to SBD, Mr 
Loree made these remarks in his introductory 
comments:

Opportunities include channel optimisation, 
cross branding of product lines, and geographic 
expansion. These opportunities are very similar 
on a somewhat smaller scale to the ones we were 
so successful in pursuing with regard to Black 
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& Decker, a gift which keeps on giving. And 
we’re fortunate to have the same Tools senior 
leadership team in place that integrated Black 
& Decker, and that team is now focused on the 
Newell business.

We also really like the assets. The Lenox and 
Irwin brands are among the best in their respec-
tive categories and are attractive and powerful 
additions to our portfolio. The product offerings 
are highly complementary to our existing Tools 
product line and significantly increased the 
size of our hand tools and power tools, accesso-
ries businesses. Newell Tools also extends our 
channel presence in the plumbing and electrical 
trades, which are both attractive adjacencies to 
our legacy core markets. 

Mr Loree expanded on the opportunities later 
in response to an analyst’s question:

I think Newell, despite it’s relatively significant 
size, is really a bolt-on acquisition for the tool 
business. So, I’m not underestimating the impor-
tance of getting that integration right at all. It’s 
top priority for us, but there are other business-
es in the portfolio, and there’s also some other 
activity going on in the tool industry that might 
lead to further consolidation, which we would 
intend to be a part of. So we’ll do more deals as 
we go forward and it will be a contributor to our 
growth. We expect our organic growth to be 4% 
to 6% over the long-term, and we expect acqui-
sitions to contribute another 5%, 6% annually 
above that.

The additional acquisition which could be 
considered by SBD is likely the Craftsman 
brand owned by Sears, which has been put on 
the market for some months. SBD is thought to 
be competing with Apex Tools and Husqvarna 
in seeking the company.

Analysis

Beginning in early 2015, we’ve seen two trends 
with power tool companies. One is increasing 
differentiation of their product lines. From Mil-
waukee Tool have come One-Key, and a focus on  
certain trades, such as plumbing and electrical; 
Bosch has played catch-up with Milwaukee’s 
One-Key product, while also focussing a bit 
more on its “green” consumer brand with new 
products; Makita has brought out both a new 
12-volt (max) line, and a compact 18-volt line 
of power tools. Even Lowe’s in the US entered 
the market with a 24-volt (max) line of tools for 
builders.

FLEXVolt was a very clever play by SBD. 

Innovations such as Milwaukee’s One-Key are 
advanced, and set a path to the future, but will 
likely have relatively slow growth and adoption 
through to the end of 2017. FLEXVolt answers a 
narrow, very specific need. That need is not re-
ally about more power from cordless tools, it is 
a need to get more productivity from construc-
tion crews. It also has an immediate impact.

That said, HNN has seen some signs of rela-
tively slow take-up of FLEXVolt in Australia. 
Certainly the marketing of the product through 
standard retail channels -- such as the square 
“pagoda” display in Bunnings Warehouse stores 
-- has not been all it could be. It’s likely that a 
similar impact could have come from a verti-
cal display that took up one-third of the floor 
space.

The second trend that we have seen is in-
creased attention to the hand-tool market. 
There seem to be a number of drivers to this 
move. One is that some additional margins seem 
to have become available in the Chinese produc-
tion of these tools. The other is that power-tool 
brands seem able to influence the purchase of 
hand tools. The latter is also encouraging some 
companies to sell their tool businesses, as they 
have more value when owned by companies 
with power-tool sales.

US disruption in 
January 2017

HNN is appending 
the same suggestion 
for caution to all of our 
reviews of US compa-
nies at the moment. It 
is critical to be aware 
that it is a strong 
possibility there will 
be some stronger than 
usual disruptions to 
the US economy in 
late January and early 
February 2017. HNN has 
concerns this will have 
a considerable effect 
on home improve-
ment retail operations, 
especially in states such 
as California, Oregon 
and Washington. It is 
unclear how this will 
affect Australia.

companies

DeWalt FLEXVolt display in Collingwood Bunnings. Many 
of these displays have moved to less prominent positions
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Japan-based global power-tool manufacturer 
Makita Corporation has released its results 
for the first half of FY 2016/17. Net sales for the 
company came in at YEN200,055 million, down 
by 7.9% on the previous corresponding period 
(pcp), which was the first half of FY 2015/16. 
Operating income also declined, down 2.6% on 
the pcp, to come in at YEN33,649 million.  How-
ever, income before taxes increased, reaching 
YEN34,068 million, up by 10.4%. 

Regional performance

In Oceania (including Australia and New 
Zealand) sales fell by 3.8% on the pcp to reach 
YEN11,709 million. The fall was largely due to 
the appreciation of the YEN against local cur-
rencies. 

According to Makita, the US economy showed 
signs of recovery during the reporting period. 
However sales to North America fell by 7.9% to 
reach YEN31,751 million. Sales volume increased, 
but the Yen value was held down by its steady 
appreciation against the USD.

Europe also showed signs of recover, though 
the company notes some signs of uncertainty 
around the UK’s exit from the European Union 
(EU), known colloquially as “Brexit”. Sales were 
steady, but the appreciation of the Yen again 
held down the performance figure, with sales 
down by 7.5% at YEN84,629 million.

Makita says the economies of Asia, South-
east Asia and India saw increases in domestic 
demand. China, however, continued to slow. 
Overall Asian sales were YEN17,804 million, a 
decline of 13.7%

In Japan, while the economy did not grow, 
there were signs of improvement in housing 
investment. Makita managed to grow sales 
by 8.1%, to reach YEN35,204 million. This was 
largely based on the release of new products to 
the market.

Forecasts

For the complete FY 2016/17 Makita has 
revised down its forecast sales revenues, but 
maintained its forecast for operating income, 
income before taxes and net income. The sales 
forecast has been cut by YEN10,000 million, to 
YEN390,000 million, a drop of 2.5%. Forecasts 

for operating income, income before taxes and 
net income remain  steady, though all three 
are forecast to be lower than in the previous 
financial year.
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Makita 2016/17 H1 results

Makita 2016/17 H1
2016/17 H1 2015/16 H1 Change

Net Sales Revenue 200,055 217,187 -7.89

Operating income 33,649 34,545 -2.59%

Income before taxes 34,368 30,853 10.42%

Earnings per share 
(basic)

¥177.36 ¥158.30 12.04%

YEN Millions

Shiro Hori, president (l), and Masahiko Goto, chairman (r)

Makita’s most recent product release is a new 18-volt 
compact range, providing the size advantage of 12-volt 
with the power of 18-volt

http://hnn.bz/
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Japanese-based, global power-tool and life 
sciences machinery company Hitachi-Koki has 
released its results for the second quarter of its 
FY 2016/17. The results show an overall decline in 
performance, but this is set against the difficul-
ties of an appreciating Yen on foreign exchange 
markets (see Chart: USD/Yen exchange rate). 

Net sales for the half came in at YEN85,867 
million, up by 23.16% over the previous corre-
sponding period (pcp), which was the first half 
of FY 2015/17. Adjusted operating income fell by 
6.8% to reach YEN2361 million. Income before 
taxes also fell on a comparative basis, with 
Hitachi-Koki reporting YEN2208, down by 36.3% 
over the pcp.

Power tool segment

The revenue for this segment increased by 24% 
compared to the pcp to reach YEN83,793 million. 
Segment profit was reported as YEN2278 mil-
lion. This is down by 25% on the pcp. However, 
the pcp included a one-off gain of YEN801 
million, stemming from changes to retirement 
plan management. Exclusive of that one-off 
adjustment, profit actually rose by 2%.

Japan

Revenues increased by 1% over the pcp. This 
came despite slow growth in the construction 
market. Hitachi-Koki states that growth was 
driven by innovative product offerings, such 
as a 6.0 amp-hour cordless tool battery which 
features a two-year warranty.

Europe

Revenues increased strongly in Europe, up by 
74% on the pcp. Growth was strong in France, 
and throughout much of Northern and Eastern 
Europe. The acquisition of Metabo AG earlier in 
the year also contributed to the increase.

North America

Revenues performed well in North America, 
increasing by 7%, despite considerable appre-
ciation of the Yen against the USD. Pneumatic 
tools were a highlight of the sales. Metabo AG 
also contributed to the result.

Australia

Sales slowed substantially in Australia, down 
by 3% on the pcp, due to the appreciating value 
of the Yen.

Forward planning

In its press statement accompanying the 
results release, Hitachi-Koki stated:

In addition to efforts for enhancing its lineup 
of strategic products including those with lith-
ium-ion batteries and products with brushless 
motors, the Group will strive to achieve further 
market penetration globally and increase its 
market presence. 

With much of the pressure on the company 
stemming from exchange rate fluctuations, it is 
possible it will recover profitability in the sec-
ond half of the financial year. The Japanese Yen 
rose against the USD and other currency largely 
due to the nation’s central bank running out of 
options to continue keeping the currency low. 
However, the USD has begun to trend upwards 
against the Yen, and there are signs this trend 
could continue to the 
end of this financial 
year.

The company is 
predicting adjusted 
operational income of 
YEN7600 million for 
the complete financial 
year, which would be 
more than double the 
revenue from the pre-
vious financial year.
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Hitachi 2016/17 H1 results

Hitachi 2016/17 H1
2016/17 H1 2015/16 H1 Change

Net Sales Revenue 85,867 69,719 23.16%

Operating income 2361 2533 -6.79%

Income before taxes 2208 3467 -36.31

Net income  
(shareholders)

1334 2308 -42.20%

Diluted earnings 
per share 

¥12.74 ¥22.57 -43.55%

YEN Millions
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It’s likely that 2017 will be a year of consid-
erable changes for the Australian home im-
provement retail industry, as well as the larg-
er economy. Ford Australia has already halted 
production of locally made vehicles, and late 
in 2017 both General Motor’s Holden and Toy-
ota will do the same. 

In the retail world, there is a high probabili-
ty that US ecommerce company Amazon will 
open up local distribution for its products. 
This will eliminate high shipping costs from 
the US, and open up a new era of discount-
ing on products ranging from power tools to 
washing machines. Amazon is also likely to 
launch an array of high-tech products that 
help it push its products, and has already ex-
tended its video content streaming services to 
include Australia.

Next Gen DIY
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If that is not enough, the home improvement industry, 
over the next four to five years, is going to encounter cultural 
shifts that will change one of the key areas of its business, 
the DIY home-owner. Up until recently, the sheer size of the 
baby-boomer generation, and the increasing difficulty most 
people under 30 experience in buying a house due to high 
prices and a lacklustre job market, has protected retailers 
from this demographic shift. 

The population, of course, is always ageing out, with 
younger people replacing older people in the demographic 
areas that buy more DIY and other items. What makes this 
shift more important is that, without being conscious of 
it, many retailers have been tailoring what they sell to the 
baby-boomer generation. Even as it ages its way out of prime 
demographics, it represents such a large group, that it has 
managed to remain a prime marketing target. Retailers have, 
as a consequence, grown a little less sensitive to the need for 
constant change.

Over 27% of the population is now aged between 25 and 
40, with a significant chunk of the baby-boomers shifting 
into the lower-spending and less DIY-prone over-60 group. 
Ageing-in-place conversions might be one of the next boom-
ing markets, but you can be pretty sure most of that work is 
going to be done by trades, and not the older people who are 
the target market.

There is another, really crucial factor that many commen-
tators tend to ignore. As the crucial baby-boomer population 
does age, what else happens? That situation is summed up by 
demographics researcher Mark McCrindle like this:

The Baby Boomers currently comprise 25% of the population 
yet they own  55% of the nation’s private wealth. And in 2020,  
when the oldest Boomers hit their mid 70’s, we will witness the 
biggest  intergenerational wealth transfer in history.
Inheritance, or in many cases simple generosity, will see a 

very delayed shift of wealth from an older, highly invested 
generation to a struggling younger generation. 

How will this affect DIY? The baby-boomer generation may 
be the last generation to be provided with generally appli-
cable DIY skills. Some see this as a lamentable state brought 
about by inattentive parenting, or a lack of training at school. 
One major contributor, however, is simply that things tend 
not to break down so often, and when they do break down 
they require complex repairs. 

Few of the Millennial generation, for example, know how 
to start a car with a flooded carburettor — because just about 
every vehicle is fuel-injected now. Not to mention that twelve 
years from now, probably half of all cars sold will be electric. 

Even a simple skill like changing a flat tyre is becoming 
more rare, simply because, where you could once count on 
getting a flat at least once every two years, roads and tyres 
have improved to make flats far less common. Many cars use 

DIY finds a new market
• As baby-boomers “age out” of 

the DIY market, retailers need to 
focus on a younger generation

• This generation will soon 
overcome financial obstacles to 
become home owners

• The will also benefit from the 
generosity of the cashed-up 
ageing babyboomer parents and 
grandparents

• To work, new DIY products need 
to be very easy to use

• Ease of use will win out over low 
prices in this category

• The “maker” culture could be-
come a signficant market

• The new craft movement, which 
places an emphasis on repurpos-
ing could also be a big market

• Spending on homes will contin-
ue to increase over the next two 
decades
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run-flat tyres as well, making it more convenient just to drive 
to a garage. In short, car maintenance, as it was 30 years ago, 
is simply no longer a valued skill.

You can extend that to a range of other DIY activities. Why 
would you build your own bookcase, for example, when you 
can pick up one that is so much better from IKEA for $70? 
(Not to mention that you probably don’t own that many 
printed books anymore.)

Plus, with the block sizes for houses getting ever smaller, 
and a confirmed move to multi-dwelling residences, that icon 
of male adulthood, the shed, is fast disappearing. It’s hard 
to even find a spare corner of a garage for a workshop these 
days.

We’re as little as five years away from the point where 
many households will likely find a 3-D printer to be more 
useful than a power saw.

What to do?
If home improvement retailers (and their suppliers) are 

going to have any hope of retaining the profitable DIY mar-
ket for the next ten years or so, they will need to change 
their approach to this market. This means new and different 
products, different ways of selling in-store, and promotional 
activities that are more attractive to younger people. 

One way to determine how to latch onto better growth in 
the future is to observe what other industries are doing as 
they struggle with similar problems. There is some inspira-
tion to be found in a slightly surprising source: the laptop 
computer industry, and in particular the changes that Apple 
is bringing to its products and marketing in that area.
The MacBook Pro situation

Recently there has been a backlash towards Apple over the 
release of its latest MacBook Pro laptop computers. People 
who consider themselves to be “professional” users have com-
plained that, for a “pro” computer, it’s a bit lacking in features 
and power. 

The addition of a “touchbar” 
in place of function keys has 
attracted as much bewilderment 
as criticism amongst this same 
set of critics. The touchbar is a 
touch-sensitive graphics display 
system that responds to whatever 
software is running front-most 
and provides quick access to the 
most commonly used features and 
commands.

Most truly “professional” users 
have not found this to be a very 
useful feature. After all, after years Different displays on the MacBook Pro 2016. Courtesy 9to5Mac: goo.gl/b7LcGY

http://goo.gl/b7LcGY
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of intensively using specific software, they already 
know most of the key commands they need. Even its 
display of suggested phrases to ease the task of typing 
is relatively useless. If you touch-type at a speed over 
30 words per minute, you really don’t need that kind of 
feature.

Look beneath the surface of this apparent stress 
and rejection, however, and you can see the shape of 
a clever strategy that is being implemented by Apple. 
What seems like a few not-so-clever product tweaks is 
actually a vast shift in product design, and a realign-
ment in the market place. 

One indication of how seriously Apple is taking 
this change can be seen in its use of one of the “sacred 
phrases” of Apple lore when introducing the product 
line: the “Hello, again” message that was contained in 
the media invitations to the event. Famously, when 
Steve Jobs introduced the first Macintosh computer, 
the screen showed the “Hello” message in a styled font, 
then a first for any personal computer. Later, when Mr 
Jobs returned to company and revitalised its product 
line with the colourful iMac, the message “Hello, again” 
appeared.

What is the purpose of this “third-coming” of the 
Macintosh? In the past, Apple has done what almost 
every PC maker has done with its product line. They 
began at the pinnacle of their user pyramid, the high-
end, pro users who really stress out their machines, as 
designers, software engineers, web developers, video 
editors and photographers. The laptops in particular, 
which started out as a very premium line, were de-
signed for their use, and then “de-featured” for less in-
tense users as the standard MacBook. Diagram 1 shows 
roughly how this market approach maps out.

With the new MacBook Pro, however, that approach 
has been almost reversed. Instead of appealing to the 
highest level of users, these laptops are designed with 
less proficient users in mind. The goal of these laptops 
is not to make the top users happy, but to take less pro-
ficient users and make them more proficient, through 
the addition of features such as the touchbar. Diagram 
2 shows how this approach works.

Why? There are really two, interlocked reasons. 
First, those less proficient users who want to be more 
proficient make up a much larger market than the 
fully proficient users. Secondly, the fact is that there is 
now a gap between less proficient and fully proficient 
users. The market has actually split. It has split for a 
variety of reasons, but one of the main ones is that 
much of the market is now made up of people whose 
main experience with computing has to do with their 

Touch Bar: What Problem 
Does It Solve?

As someone who now works in product 
development, I’ve learned a thing or two 
about creating value for customers. First and 
foremost, you need to solve a problem. Take 
the iPod for example, it solved the problem 
having to carry around a CD player and a case 
full of CDs with you everywhere if you wanted 
to listen to your music. The value proposition 
of 1,000 songs in your pocket on a single device 
was obvious.

As for the new Touch Bar, with the exception 
of a few niche use-cases like video editing, 
DJing, and maybe graphic design what prob-
lem does it solve? Who is the target market for 
the Touch Bar? People who want fast access to 
emojis?

It clearly wasn’t designed for a power user 
like myself who memorized every key on the 
keyboard decades ago. 

goo.gl/qJXYAF

Diagram 2: Current market model for MacBook Pro

Diagram 1: Past  market model for PowerBook

http://goo.gl/qJXYAF
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smartphones rather than computers.
This is a very big change to the way Apple markets its 

products. It really is about reinventing the Macintosh. 

The DIY situation
Similar market forces are at work in the DIY hard-

ware world. There is a considerable prize that will 
become available over the next three to five years for 
retailers and suppliers who manage to crack the code, 
and actually make DIY products that are suited to this 
changing market.

The initial problem for suppliers and retailers is 
identifying what needs to change. Many of us have had 
the experience of asking a computer expert of some sort 
how to perform a certain task, and getting back a stream 
of what sounds almost like gibberish instructions. For 
many DIY users, the DIY world is treating them in a 
similar manner.

That’s a little hard to believe, so let’s take a very simple 
example, and walk our way through it to show how con-
fusing and difficult DIY can be.

Fitting the lock

As our relatively simple task, let’s consider the steps 
you need to go through to fit a deadbolt lock to a door 
that hasn’t been pre-drilled for it. That is the kind of 
task that many DIYers would take on. A typical case 
might be a door that leads from an attached garage into 
the house. It’s currently fitted with a knob, and has a 
button lock on the knob, but the homeowner decides it 
might be a good idea to fit a deadbolt before going away 
on holidays, just to make it a bit more difficult for any 
prospective thief to get in. To make things a little easier, 
we’ll only look at fitting the lock in the door, and not the 
steps necessary to fit the receiver for the bolt into the 
door jamb.

Let’s just go through the steps necessary to perform 
this task.

1/ Measure place where lock will be inserted.
2/ Drill large hole through door for the body of the lock.
3/ Drill smaller hole along the plane of the door for the bolt to go 

through.
4/ Chisel out a recess for the faceplate to be screwed in.
5/ Insert the bolt.
6/ Fit the faceplate, and screw it in place.
7/ Fit the lock onto the bolt.
8/ Secure the lock with screws.
9/ Add the rose plate to the lock to hide the screws.

Think for a moment about where you believe the real 
“pain points” will be for an inexperienced DIYer attempt-
ing this task for the first time.

Most people would focus on the “big tasks”, drilling 
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the two holes as being the most difficult to get right. 
That could be the case if you relied on the paper tem-
plates provided with most locks. Fortunately, several 
companies have come along and produced special jig 
kits specifically for this task. HNN bought two of these 
kits, one made under the Irwin brand, and one made 
under the Sutton Tools brand, to test out. 

As it turns out, these kits, for the most part, work 
very well. There are some significant differences in the 
approaches each takes. The Sutton Tools kit provides a 
one-sided jig for the door holes, while the Irwin kit pro-
vides a two-sided jig. As it turns out, this doesn’t really 
matter all that much. 

The process involves using a hole saw with a pi-
lot drill to cut through the door from one side about 
two-thirds of the way through, then reversing the 
drill and completing the cut from the other side of the 
door. While the two-sided jig was a little bit of a help, it 
turned out that using the Sutton one-sided jig was just 
as easy. Cleverly, the jig can be attached to the door edge 
using the screws that go into the faceplate, making it 
very secure. Drilling in from the opposite side wasn’t 
difficult, as the pilot hole made alignment simple.

However, where the Irwin jig did have a big advan-
tage over the Sutton jig was in the latitudinal adjust-
ment for the length of the bolt. The Sutton jig takes 
care of this with a plastic-on-plastic slider which, in the 
jig HNN purchased, was somewhat jammed. It seemed 
at first as though some fault had occurred in manu-
facturing, fusing the two parts of the slide. It was only 
after giving the slide an almighty tug that the slider 
worked. It’s possible that some DIYers would actually 
give up at this point.

On the Irwin jig there is a simple push together and 
slide mechanism, that is also conveniently notched for 
the two most common sizes of backset.

The hole saws provided in the kits for drilling the 
large lock hole were tested out on solid pine, and both 
performed very well. The jigs really made what could 
have been a difficult task very easy to perform.

In order to save costs, both kits came with two hole 
saws, one for the main lock and one for the barrel of the 
bar, but only one arbor. So, after drilling the main lock 
hole, the next task was to remove the arbor from the 
larger hole saw and fit this to the smaller hole saw.

Which is where the real problems, for an amateur DI-
Yer, begin. Any amateur DIYer using a hole saw is going 
to do what? They will either push the drill too hard, or 
tilt it a bit too much, making the bit jam, the drill torque 
– and when the drill torques it is going to set the arbor 
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good and solid into the drill body. 
If you have a workshop vice handy, it takes about six 

seconds to free the arbor from the drill body. Just set it 
in the vice, grab a spanner, apply a bit of elbow grease 
and it comes off easily. If you have a G-clamp handy, it 
takes about 30 seconds to secure the drill body and get 
a grip on the arbor. But what if you have neither? What 
if the only tool to hand is a single, fairly wimpy adjust-
able spanner? What do you do then?

The real answer to that is – as is the case with so 
many things – not what you do then, but what you 
should have done before. An old trick is to take a bit of 
thin fence wire, and wrap it once or twice around the 
arbor where it meets the drill body (you can dab a bit of 
WD-40 on it as well, if you want to be fancy). Drill the 
hole, and if the arbor has bound, it pretty easy to work 
the wire out (a pair of needle-nose pliers can help). Once 
the wire is removed, the arbor can be spun off by hand. 

If you don’t know that, if you don’t have either a vice 
or a G-clamp available, it’s likely your door DIY project 
has just come to a halt. Unless, of course, you find some 
way to get ingenious about jamming the body of the 
hole saw in a door or something or (dangerously) try 
jamming the hole saw with the drill set in reverse to 
torque your way out.

The problem is, of course, with an inexperienced 
DIYer, it’s likely providing instructions to use the wire 
trick probably wouldn’t work either. That’s because 
people new to DIY really do expect clean, simple 
solutions. Twisting a bit of wire around the arbor just 
seems clumsy, and makeshift.

So, there are really only two solutions. One is simply 
to either supply two arbors in the kit, one fitted into 
each hole saw. The other is to use the kind of click-on 
arbor you can find in Starrett kits. There is no reason, 
after all, that the arbor should attach via a threaded 
coupling. The major force is torque, not pressure.

So that is the first point of absolute failure with 
these kits. What is the second point? What task re-
mains that a novice DIYer is going to find really hard 
to complete?

It is what is required by the deceptively simple require-
ment to “chisel out a recess for the faceplate”. If you have nev-
er used a chisel before, how are you going to do that? Bear in 
mind this is a very shallow recess, about 2mm deep. It’s also 
highly visible, and affects the entire fit and finish of the lock.

Irwin did actually think about this problem, while Sutton 
did not. Irwin includes in its lock kit a small router bit that 
can be fitted to a drill, and small plastic template to use with 
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it. The template enables the user to cut around the 
edges of where the faceplate goes, then chisel out the 
remaining wood.

It’s not a bad idea, except for one thing: unless you 
are very careful when  you are using the router bit, you 
are going to chew right through the thin plastic tem-
plate, making it almost worthless for someone who is 
not experienced.

As it turns out, this is such a considerable problem, 
that there are kits you can buy to help you perform this 
task. The one HNN purchased is made by Ryobi. It con-
sists of a plastic device, with a metal ring in the shape 
of the faceplate sticking out. The user bangs on the 
plastic handle, embedding the metal ring in the wood, 
then pulls it out. The device has a built-in chisel that 
can then be used to chip  the wood inside the indenta-
tion out.

It’s not bad to use – except that the built-in chisel is 
close to worthless. But you can bang in the metal ring, 
and then effectively use a real chisel to chip out the 
wood to form the recess.

 So, to make this kind of kit effective for the real 
novice DIY market, you would need to solve the arbor 
problem, and include some simple tool to make fash-
ioning the recess much easier. Of course, the objection 
most tool designers would have to these changes is that 
they will increase the cost of the kit.

That’s true, but the core thing to understand is that, 
in this market, price is not nearly as important as pro-
viding all the ingredients needed for success. There is 
no point in being a novice DIYer and buying a lock kit 
that ends up not working.

The new market
The point of the above example is not so much a 

review of two particular lock jig sets, or identification 
of the problems they don’t quite manage to resolve. 
What it is really about is investigating a certain frame 
of mind. Can we look at typical DIY tasks and see all 
the obstacles they present to people with limited ex-
perience? Can we find our way to solutions for most of 
those problems, or at least bring those solutions within 
the reach of people with a low level of skills?

One of the core values involved in this that it is 
important to get right is that cost is far less of a consid-
eration than might normally be thought. For someone 
with some experience, the cost of a jig for fitting a lock 
might matter a lot. For someone whose only alternative 
would be spending money on a tradesperson to do the 
work, cost is far less of a concern.
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It is a difficult set of adaptations for the industry to make, 
but looking into the mid-term future, it is a crucial adjust-
ment to make. 

Other cultures

In addition to adapting to people with fewer skills, the oth-
er task that faces hardware retailers and suppliers is adapt-
ing to people with widely different skills. There are two sets 
of cultures that while they not strictly about DIY, come very 
close and could offer effective DIY-like markets in the future.

The first of these is something that has become known as 
“maker culture”. Here is one definition of what that maker 
culture is:

Maker culture emphasises learning-through-doing (active 
learning) in a social environment. Maker culture emphasises 
informal, networked, peer-led, and shared learning motivated 
by fun and self-fulfilment. Maker culture encourages novel ap-
plications of technologies, and the exploration of intersections 
between traditionally separate domains and ways of working 
including metal-working, calligraphy, film making, and com-
puter programming. 
Community interaction and knowledge sharing are often me-
diated through networked technologies, with websites and so-
cial media tools forming the basis of knowledge repositories 
and a central channel for information sharing and exchange of 
ideas, and focused through social meetings in shared spaces 
such as hackspaces. 
Typical maker culture activities consist of everything from 

simple electro-mechanical home automation (remote con-
trolled solenoids connected to wi-fi that mechanically turn 
on/off light switches, for example) to robots that perform ba-
sic tasks. Some of this has a practical bent, and some is purely 
playful or exploratory.

The second is the world of “craft”, but not quite craft as we 
have known it. It is often just as much about a form of “hack-
ing” traditional forms of craft to produce startling and dif-
ferent results. Much of this is about repurposing both found 
and purchased objects to suit new needs. 

For example, there is a whole sub-culture of this kind of 
craft that is dedicated to reconfiguring and repurposing IKEA 
furniture so as to make it serve radically new purposes. This 
includes people using IKEA to subdivide new rooms in their 
apartments, and create entire new categories of furniture, of-
ten combining the functions of two or three pieces into one.

Analysis
It is necessary to emphasise that, while some of the above 

might seem a little negative, in fact the future for DIY is a 
very bright one. One reason car manufacturing is ending in 
Australia, is that there is simply too much capacity world-
wide, and much of that capacity is in nations where labour 
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costs are lower. There is little doubt that, over the next 15 
years, private ownership of vehicles is set to diminish. Au-
tonomous vehicles, even if they provide only limited transit 
areas, will make owning a car less vital to everyday life. At the 
very least, two-car families will likely transition to one-car 
families, and in the inner cities in particular, the number of 
no-car families will increase.

What is also set to increase is the amount that families 
and individuals spend on fixing up their houses. That money 
is less likely to go into expensive leather lounge suites and 
marble countertops in vast bathrooms. Where it will go is 
into home technology. The modern home, with solar energy 
roof tiling, a complex battery system to store off-peak pow-
er on sunny days, comprehensive energy monitoring, water 
recycling, and, most likely, a central computer that runs all 
these and many other systems, is going to become even more 
a focus for spending.

The thing to grasp, for retailers and suppliers that really 
want to benefit from these coming changes, is that the spend-
ing will be on areas that are today only just beginning to 
become viable. There really is a new era coming to the home 
improvement industry, and it will reward those companies 
and retailers that understand it early, and being preparing for 
the change soon.

http://abscosheds.com.au/
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At the very end, it was almost like some-
thing out of those cheap horror films you 
would see, in bygone days, at the drive-in 
theatre. The monster is slain, put down, done 
away with. But then -- it lives again! 

Just when it seemed that Masters Home 
Improvement was vanquished and not to be 
seen again, it reappeared, and in a final act 
of kamikaze discounting, inflicted its final 
damage on what were once its competitors in 
retail.

Masters:  
The Long Goodbye
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But Masters is now over, done with, ended. It is, as the 
phrase goes, an ex-retailer. No doubt the premises of the Mas-
ters stores will live again in some other, reincarnated form 
(though the dispute over their “sale” is far from over), but it’s 
unlikely this will have much to with the home improvement 
industry.

So, now is probably the best time to reflect on Masters, how 
it came about, what it meant, and what legacy it might have 
left the home improvement retail industry.

 It’s tempting, of course, to portray the fall of Masters as 
some kind of “Keystone Kops” caper, with one foolish CEO 
-- Grant O’Brien -- running chaotically out of control, and ul-
timately nearly foundering the entire enterprise over which 
he exercised power. Really, though, it is much more than that, 
much deeper, and it contains a good deal more meaning, not 
only in its significance in the past, but also in what it points 
to in the future of retail. In some ways, the real story of what 
went on at Masters (and Bunnings as well, not to mention 
Mitre 10 and the Home Timber & Hardware Group) has all the 
makings of a grand tragedy.

Like just about all tragedies, the origin of this one is in the 
inability of a company, and what was really a kind of retail 
community, to accept a change that was not so much in pro-
cess, but which had already occurred. It was an effort to re-
make the future in the shape of the past. There was, perhaps, 
something even a little heroic about it, but also something, 
right from the beginning, that was failed.

Logistics
It is a peculiarity of the Australian home improvement 

retail industry that so many of its major retailers are directly 
linked to the supermarket business. There is no other coun-
try that shares this characteristic. The cause for this link in 
Australia is easy to determine: it all comes down to logistics. 
Logistics is, in fact, as good a point as any to begin examining 
the significance of Masters.

The revolution in logistics really began in the 1980s, when 
the development and proliferation of relatively inexpensive 
personal computers enabled a more dispersed and responsive 
system of forward planning when it came to supplying exten-
sive chains of retailers. In the 1990s these systems began to 
evolve into enterprise resource planning (ERP) systems. ERP 
effectively helped to establish insights into the entire supply 
ecosystem, incorporating manufacture, shipping, local distri-
bution and stocking into a single integrated picture. By the 
2000s, with the advent of multi-sourcing, driven by interna-
tional systems of supply, the modern-day supply chain had 
been established.

Why Masters failed
• Woolworths was not trying to 

preserve the retail environment 
that favoured high margins

• Logistics had enabled consider-
able cost savings. Some compa-
nies (such as Bunnings) returned 
much of this to consumers. 
Others (such as Woolworths) 
expanded their margins.

• After Wesfarmers acquired Coles 
and began to turn it around, 
Woolworths saw launching into 
hardware as a way to ensure 
they could not be “attacked” by 
low prices.

• What Woolworths had missed 
was that the low prices from 
Coles and Bunnings were part of 
a larger industry trend, and not 
a strategic attack
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In the case of the origins of Bunnings in the 1990s, it took 
immediate inspiration from the US big box home improve-
ment chain The Home Depot (though, as Bunnings CEO John 
Gillam has pointed out in remarks, it later relied on a German 
hardware chain for many specifics of implementation). One 
insight of the Home Depot founders was that extra-large 
stores could effectively work as their own warehouses, 
smoothing the logistics of supply (though this has obviously 
evolved considerably since that time). 

By the early 2000s, however, Bunnings had developed both 
its own unique character, position in the market, and supply 
chain, with close links to suppliers who 
accessed the manufacturing capacity 
of China. While it wasn’t a prime deter-
minant, the presence of Bunnings and 
the supply chain expertise it provided 
helped Wesfarmers to consider taking 
over Coles and its associated business-
es in 2007. This happened after a long 
and fraught process, which included 
Wesfarmers losing two private equity 
partners at the last moment, but going 
ahead anyway. 

Coles had at that time completed a 
five-year “turnaround” strategy on its 
supermarket business (sound familiar?), 
but in its sixth year, 2007, saw its earn-
ings before interest and taxation (EBIT) 
go backwards. On taking over the com-
pany, Wesfarmers brought Ian McLeod 
in to manage it, along with the current 
Coles managing director, John Durkan. 
In Coles’ own history of that time, Mr 
Durkan describes some of the changes 
that had to be made:

The lack of investment was greater than 
I’d imagined, the availability of product 
wasn’t good enough, cleanliness was an 
issue and things like broken slicers and 
malfunctioning ovens hampered team 
members trying to serve customers well. 
The first thing was to fix the basics; to 
renew and rejuvenate the stores and make Coles a place you’d 
want to go to shop. That took 12 to 18 months to get under 
control.
...
We also needed to get back to being customer facing; the 
company had drifted away from the core retailing principle 
of making sure the items customers wanted were there for 
them to buy, rather than just offering them what suppliers had 
available. In the first few weeks we held hundreds of meetings 
with suppliers to get feedback, and whilst they clearly wanted 

Once vibrant and active, the racks that once held lights at Masters Rouse Hill now 
stand vacant and empty
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a resurgent, successful Coles, they had to also accept that they 
would have to supply what the customers wanted rather than 
what suited them to supply.

goo.gl/F3BM23

In other words, Mr Durkan had to fix the logistics.
The 2009 acquisition of the failed Mitre 10 hardware mem-

ber franchise by Metcash, in two stages, was also largely driv-
en by logistics. Metcash already had logistical ERP systems in 
place to manage the supply of its inde-
pendent grocery store members. It was 
easy to conceive of extending these to 
manage the hardware business as well.

Meanwhile, in the background Wool-
worths had been developing its logistics 
and ERP “super-project”, Project Mercu-
ry, followed by Project Refresh (which 
was then followed by Project Mercury 
II). This enabled it to save more money 
on product management. 

According to a submission made to 
the 2008 Australian Competition and 
Consumer Commission (ACCC) enqui-
ry made by Katie Hage, Woolworths 
was also pushing aggressively to get as 
much as it could out of its supply chain, 
including taking over what is known 
as “primary” freight. Primary freight 
is the inbound freight that goes from 
supplier to a distribution centre (“sec-
ondary” freight goes from the distribu-
tion centre to the store). Woolworths 
added primary freight to its activities, 
charging back that cost to the supplier 
as a percentage of the order cost. This 
gave Woolworths even more volume in 
freight, meaning it could cut these costs 
further by negotiating better volume 
discount prices on all its trucking. The 
rumours also were that the conditions given the suppliers in 
terms of delivery windows and so forth were not very good, 
which also contributed to cost savings for Woolworths.

Where did these cost savings go? According to the same 
submission:

In terms of the consumer, Woolworths touted its supply chain 
transformation extensively, including television commercials 
telling consumers that the supply chain project would mean 
cheaper prices, better and fresher products and an enhanced 
shopping experience. The inflation figures speak for them-
selves – not a single cent in savings has been passed on to the 
consumer.

goo.gl/zIa62F

The play castle now stands huddled in a corner at Rouse Hill, overlooking pallets 
of discounted goods.

http://goo.gl/F3BM23
http://goo.gl/zIa62F
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While that is likely an overstatement, it is true that Wool-
worths managed to achieve the sort of margins on its prod-
ucts that were the envy of supermarkets around the world. 
Woolworths has frequently referred to the “virtuous circle” 
formed by using cost savings to develop further cost saving. 
It just turns out that the benefits to the company itself were 
somewhat more “virtuous” than those delivered to the cus-
tomers.

The turning point
As Coles continued to develop its supply chain, however, 

those margins began to come under 
threat. Woolworths was quite confident 
both that its current supply chain was 
better than Coles, and that its further 
development of this would take the 
company even more ahead of its arch 
competitor. Whether that was justified 
or not, it wasn’t so much directly com-
peting with Coles that was the main 
problem in Woolworth’s view.

The main problem, from the perspec-
tive of the then-CEO of Woolworths, 
Michael Luscombe, and his chosen 
replacement, Mr O’Brien, was that Coles 
was going to destroy margin in the su-
permarket business. 

With their bias towards margin, they 
probably saw the move by Coles to an 
“everyday low  prices” (EDLP) strategy 
as being primarily a competitive tactic. 
They would think of EDLP as being sim-
ilar to, say, spending money on advertis-
ing, a temporary situation that would 
garner market share, before returning in 
several years to more “sensible” pric-
ing. The notion that it might be a pure 
response to market forces would not 
occur to them. It damaged margin, and 
margin, from the perspective of Wool-
worths, was something that was abso-
lutely crucial to guard.

This is the key point of everything to do with Masters. 
Woolworths didn’t just launch a big-box home improvement 
retail operation in a way that caused it to fail. What it did 
was to choose a strategic approach, the continuation of high 
margins, that was entirely contrary to the way the Australian 
market (and most international markets) was going. In that 
sense, even had Masters somehow managed to get close to 
break even, it would still have failed, because it could not help 
to preserve margin.

Displays of flooring products was one area where Masters developed new 
techniques.
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To put this in a slightly different way, Coles was not the 
cause of any particular cost-cutting, low-margin dynamic 
in the Australian supermarket sector. What it did do is to 
successfully detect that this was the way the market was 
going to go, and to respond as early as possible to that. Its be-
haviour was only a symptom of something much larger and, 
basically, unstoppable. 

That’s why the story of Masters has assumed such tragic 
proportions. What we’ve really witnessed is the final failure 
by “the old guard” to try to preserve the way things have 
been. It was, from its origins, a bootless 
task, and doomed to failure.

What remains
HNN doesn’t think it is saying too 

much to suggest that just about all of 
the positive legacy left behind by Mas-
ters is down to the business’s second 
managing director, Matt Tyson. Coming 
on board the company in early 2014, Mr 
Tyson faced a very difficult situation. 
It was like being the second scriptwrit-
er on a movie that not only had a bad 
script, but half of it had already been 
shot and was “in the can”. 

Mr Tyson could not, for example, close 
some of the underperforming stores, 
especially those that had, bizarrely, been 
built too close to existing Masters stores, 
and hence were thinning each others 
market. He was especially hampered 
by the brands at his disposal. For exam-
ple, Triton could not replace Bunnings’ 
Ryobi line, Hitachi is simply not as well 
regarded as Makita, and Wesco has 
nothing like the reputation of Ozito at 
the low end of tools. 

Despite this, Mr Tyson managed to 
introduce new and innovative displays, 
to reinvigorate existing stores that had 
previously seemed quite dull, as well as building new stores, 
such as the one at Cranbourne, in Melbourne’s south-east, 
that were really snappy. 

In particular, he introduced Masters to the idea of the pro-
totyping store out at Rouse Hill, to the north of Sydney. HNN 
has taken this opportunity to show some more of our cover-
age of that store, including our slightly sad visit back there 
about a week before it finally closed.

Fragments of Mr Tyson’s work can still be seen in aspects 
of Bunnings, which has copied some of these developments, 

Bathroom displays is one area where other retailers have yet to equal Masters
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as well as Mitre 10 stores. As many readers will know, today Mr 
Tyson is working with Bunnings in developing its Homebase/Bun-
nings UK stores.

What comes next?
The exact distribution of Masters’ share of the market is difficult 

to predict. A rough guess would be that Bunnings will gain around 
80% of this, and the remaining 20% will be divided among the 
independents. One reason for Bunnings gaining such a large share 
is simply that so many Masters stores were build almost adjacent 
to Bunnings. Plus, of course, these customers have shown a prefer-
ence for shopping at big-box retailers in the first place.

In a larger sense,however, “what comes next” really refers to the 
possible strategies we could see develop. As we noted above, the 
Masters venture was launched in an effort to hold back the shift 
from high-margin retail. The essence of that shift is perhaps best 
contained in the pithy statement by Mr Gillam’s statement that 
“the margin is the outcome”. The margin is the outcome because 
the price has to respond not to the productive processes and de-
mands of the supply chain, but rather to the needs and wants of 
the customer. Margin, in other words, has been replaced by a very 
clear focus on the customer, one that goes far beyond the focus just 
on customer service in the past.

Yet already the signs are there that this, too, is set to be replaced. 
The statement to put alongside Mr Gillam’s comes from the CEO 
of US-based ecommerce company Amazon: “Your margin is our 
opportunity”. 

That’s a statement that declares competition not on the basis of 
price so much, as on the basis of “channel”. Single item price van-
ishes to be replaced by channel pricing. Margin in that situation 
attaches not to the supply chain, but to the ability to predict and 
match customer needs.

Distribution of Masters and Bunnings stores aroudn Melbourne, Victoria. Around half the Masters stores are closely paired with a Bunnings store, 
and a further third are in very close proximity to a Bunnings store.
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A compact and interesting way to display tiles Hafele designed this great display cabinet for Masters, which high-
lighted their product features

A place for Mum and Dad to play with colours while you get down to 
some important drawing

Inside the cabinet, slide-out shelves and on-door storage

Decorative wall feature display A rack of shelves can be pulled straight out
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Masters pioneered this kind of high-finish, side-by-side kitchen sink 
comparison

Slide-out drawers enabled easy comparison of many different kinds of 
sinks, while also offering a compact display

People buying kitchens are often spending $40,000 or more. These 
nooks give them a quiet place to discuss their needs.

Masters’ bright “wall of cushions” received mixed reviews

High-finish kitchen appliance bays have been widely copied Masters used vertical displays of tools to communicate the range
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in this  
update:

Canada’s 
Rona stores 
are being 
converted to 
Lowe’s after 
acquisition

Ace Hardware 
has teamed 
up with 
Grommet to 
help “makers” 
market their 
products

US-based big-box home improvement retailer 
Lowe’s Companies has reported results for the 
third quarter of FY2016/17. Sales revenue came 
in at USD15,739 million up by 9.6% on the previ-
ous corresponding periold (pcp), which was the 
third quarter of FY2015/16. Net earnings were 
USD379 million, down by 48.5% on the pcp. This 
was largely due to a series of non-cash write-
offs. Exclusive of those write-offs, earnings were 
$775 million, an increase of 5.3% on net earnings 
for the pcp.

Store-on-store (comp) sales increased by 2.7% 
over the pcp, which was 1.9% lower than the 
4.6% recorded in the pcp.

Non-cash write-downs

Lowe’s took on three separate non-cash 
write-downs. The first of these was USD290 
million for its share of its joint-venture with 
Woolworths in Australia, Hydrox Holdings. Ac-
cording to a statement in Lowe’s 
earnings press release:

Lowe’s will treat its claim for 
additional value under the joint 
venture agreement, above and be-
yond any amounts expected to be 
received through the wind down 
process, as a contingent asset and 
will recognise these amounts as 
they are realised.

The chief finance officer of 
Lowe’s, Robert Hull, expanded 
slightly on this in opening re-
marks during the conference call 
to analysts that accompanied the 
results release:

Our one-third interest in the Aus-
tralian joint venture is classified 
as a long-term investment on our 
balance sheet. Per the terms of 
the joint venture agreement, our 
investment should be valued as 
a going-concern as of January 18, 
2016, the date we exercised our put 
option.

However, Woolworths, the majority partner, 
has commenced the wind-down process. Given 
this unilateral action, accounting rules require 
us to recognize an incremental $290 million 
charge, which contributed 184 basis points to the 
deleverage.

Our claim related to the going concern value 
as of January 18, which is above and beyond the 
amounts expected to be received through the 
write-down process will be recognised as real-
ised. This matter is currently in arbitration.

A further USD96 million was written off for 
cancelled projects. A strategic reassessment of 
the company’s Orchard Supply Hardware acqui-
sition caused it to write of USD76 million of that 
investment, related to goodwill, and long-lived 
asset impairments.

The total of these write-downs is USD462 
million.

usa update
Lowe’s Companies  
FY 2016/17 Q3 results

Lowe’s Companies
2016/17 Q3 2015/16 Q3 Change

Sales revenue 15,739.0 14,360 9.60%

Net earnings 379 736 -48.1%

Net earnings 
excluding non-cash 

write-downs

775 736 5.30%

Store-on-store  
revenue growth

2.7% 4.6% -1.90%

Earnings before 
income tax (EBIT) 

margin excluding 
non-cash write-

downs

8.90% 9.25% -0.35%

Avg ticket size $68.68 $67.34 1.99%

Number of  
transactions  

(millions)

229.2 213.3 7.45%

Earnings per share 
(diluted)

$0.43 $0.80 -46.25%

USD Millions

http://hnn.bz/
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Overall Performance

In his introductory remarks to the presenta-
tion of results to financial analysts, the compa-
ny’s CEO, Robert Niblock, stated that the com-
pany had performed below expectations. This 
related to poor performance during the months 
of August and September. This was limited to 
the company’s North division. Overall, he stated, 
the company had positive growth in 11 of its 15 
regions, and in 10 of its 13 product categories.

In response to an analyst’s question Lowe’s 
chief customer officer Michael McDermott 
outlined the areas where performance had been 
weak:

Sure, paint had soft performance early in the 
quarter that we were unable to overcome as 
the business improved throughout. Softness 
was primarily due to weakness in exterior paint 
projects within the North region specifically. We 
also saw the kitchen category deliver negative 
comp for the quarter, while we drove a positive 
comp in cabinets and countertops, the aggregate 
kitchen comp was reduced by weaker perfor-
mance in closet organization and shelving.

The other category that was flat was millwork, 
and we did see improvement throughout the 
quarter in that product category.

(Mr McDermott recently replaced Mike Jones, 
as chief customer officer. Mr Jones has left to 
pursue other opportunities.)

Online

Lowe’s continues to grow its online business. 
It reported a 20% growth for Lowes.com, which 
was partly driven by a redesign of the website 
in the previous quarter.

As Rick Damron, chief operating officer, ex-
plains it:

We continue to focus on our strategic priori-
ties, one of which is leveraging our omni-chan-
nel capabilities to help customers achieve great 
project results. Customers can engage with our 
associates in store for expert advice, our content 
on Lowes.com for inspiration, our contact 
centers for ongoing support and our project 
specialist who work with them in their homes to 
design, plan and manage their home improve-
ment projects.

In the second quarter, we re-launched our 
Lowes.com site, providing an upgraded online 
shopping experience with optimized functional-
ity in display for touch-screen devices, improve 
product and content recommendations, refine 
search algorithms, larger product images and 
expanded product views including video con-
tent.

We’ve seen a great response to the new website 
this quarter, which along with our flexible fulfill-
ment options of buy online pickup in store, and 
buy online deliver from store, combined to drive 
Lowes.com comp growth of 20%. Furthering our 
omni-channel capabilities, this quarter we com-
pleted the national rollout of our interior project 
specialists, both interior and exterior project 
specialists are now available across all US home 
improvement stores to meet with customers in 
their homes to design, plan and complete their 
home improvement projects.

Pro market

Lowe’s has also continued to grow its Pro 
(tradie) market. Mr Damron described its 
growth:

Continued strong demand from Pro customers 
was evident in lumber and building materials 
as well as tools and hardware. And lawn and 

usa
update

http://hnn.bz/
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garden also performed well as we helped customers 
tackle exterior maintenance and prepare their lawns for 
winter.

We continue to be pleased with performance of our 
Pro business. It’s the strong foundation we built with 
this important customer, drove comps well above the 
company average. And we remain focused on providing 
best-in-class omni-channel customer experiences that 
will make Lowe’s the project authority.

He also outlined how the company is continuing to 
pursue the Pro market:

Beyond improvements in our tools offering, we have 
also strengthened our overall portfolio of pro-focused 
brands and made necessary investments into our inven-
tory depth to optimally serve the pro customer. And we 
continue to incorporate feedback from pro customers 
and store employees into a better offering and experi-
ence, for working to identify local market opportunities 
and introduce products optimised to local preferences 
to further increase our relevance with pros.

Our pro services team continues to advance a multi-
level customer engagement strategy across the country 
through LowesForPros.com and our national sales 
team. At the market level, with our Account Executive 
ProServices or AEPs, and at the store-level with our 
dedicated in store ProServices teams.

Last year’s relaunch of LowesForPros.com made it 
easy for Pros to manage multiple properties and quickly 
purchase items nationwide.

Thus far, omni-channel experience allows Pros to 
easily order online and choose their preferred fulfilment 
option of parcel, store pickup, or store delivery saving 
them both time and money.

Analysis

Lowe’s performance during this quarter has been 
disappointing, and there are mixed signals about this 
financial year overall. Total sales for all three quarters 
of FY 2016/17 are 7.4% up on the same number for the 
first three quarters of FY 2015/16, but net earnings are 
down 4.1%. 

Lowe’s has not only made a few poor investments, in 
Hydrox Holdings and Orchard Supply, but it also seems 
to be struggling with some of its categories. There is 
also something of a question mark over the sudden 
departure of former chief customer officer Mike Jones.

Additionally, as HNN is mentioning for all the US 
companies we analyse, it is quite possible that there 
will be strong disruptions to business in mid- to 
late-January 2017, due to politically motivated protests 
in many major cities, especially in California, Oregon 
and Washington state. This could potentially have a 
strong impact on earnings for home improvement 
retailers, both in the short-term and throughout 2017.

HI
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Lowe’s Canada plans to be-
gin changing 40 big box Rona 
stores to the Lowe’s banner 
early next year, but said the 
Rona name isn’t going away 
and vows to expand the 
brand’s presence.

Company president Sylvain 
Prud’Homme acknowledges 
that removing the name of a 
prominent Quebec retailer is 
politically sensitive. He said:

Rona is going to be our 
biggest banner by number 
of locations in the portfolio. 
There’s no intention to remove 
Rona. There’s a couple of 
stores that we will make sure 
that we are actually creating 
the right value proposition 
for these customers but we 
are going to grow Rona.

The first stores to get the 
new name next spring will 
be located outside Quebec. 
Another 17 stores in Quebec 
will be converted in 2019 once 
it adopts a new French-lan-
guage information technol-
ogy system that will then be 
rolled out to existing Lowe’s 
stores.

In all, 40 stores out of its 
network of 600 stores across 
Canada and 295 in Quebec 
will change names over 
four years and join the 53 
Lowe’s Canadian locations. 
No decision has been made 
about whether another 21 
large Rona locations will be 
rebranded as Lowe’s.

Mr Prud’Homme said 
the change announced six 
months after it acquired Rona 
is being made to eliminate 
shopper confusion about 
what is sold at its various 
store formats.

The chain will have four 
types of stores — Lowe’s big 
box locations, large Reno-De-
pot stores mainly in Quebec, 

medium-sized Rona stores 
and small Ace hardware 
stores.

Lowe’s is set to introduce 
a new prototype for Rona 
stores next year with four 
new stores and the overhaul 
of nine locations. The chain 
and its affiliates operate 
almost 400 of these mid-
sized stores that sell about 
20,000 items, almost half the 
amount available at Lowe’s. It 
also hopes to double the size 
of its network of Ace stores to 
reach about 200 stores in five 
years. 

Together the medium and 
small-sized retail stores 
account for 56% of Canada’s 
home improvement market. 
Mr Prud’Homme said:

We believe that through this 
segmentation we’ll have the 
proper proposition out there 
to fulfil our customer expec-
tations.

The large Reno-Depot stores 
that service pro customers 
and contractors is under 
evaluation but are unlikely 
to be converted to the Lowe’s 
brand.

Despite some fears in 
Quebec about the loss of the 
Rona brand, Mr Prud’Homme 
said the company is honour-
ing its commitments to locate 
its headquarters in Quebec 
and maintain Rona’s philan-
thropic donations.

He also said customer 
surveys have not uncovered 
any unwillingness of Quebec 
consumers to shop at Lowe’s.

Our customers are telling 
us that they have no prob-
lem with the Lowe’s brand. 
They’re actually anxious to 
see what it looks like.

https://goo.gl/1ZInXX

Rona stores converting  
to Lowe’s

http://hnn.bz/
https://goo.gl/1ZInXX
http://hbt.net.au/
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Ace Hardware Corporation will debut its 
collaboration with The Grommet, a product 
launch platform, in select stores during the 
holiday season and extending through 2017. The 
new relationship will leverage the strength and 
passion of locally-owned Ace stores with the 
ingenuity of undiscovered inventors, known as 
“makers”.

Twenty unique products from The Grommet, 
sourced from 15 local makers, will debut in over 
160 Ace stores. Assortments will be updated 
each season. The products will fit within at 
least one of 10 core values that are central to 
The Grommet’s discovery process, including: 
Made in the USA; sustainable living; made 
for a lifetime; tech & innovation; handcrafted; 
independent maker; social enterprises; philan-
thropy; underrepresented entrepreneurs; and 
crowdfunded.

An eyeglass cleaner that uses NASA technolo-
gy called Peeps is the first Grommet product to 
have channel exclusivity at Ace for six months, 
meaning big box retail stores won’t have access 
to sell this item. Jules Pieri, co-founder and CEO 
of The Grommet, said:

Since 2008, our mission has been to launch 
innovative consumer products and help the 
small businesses behind them to succeed. Given 
Ace Hardware’s dedication to local and small 
businesses — and that they are independent 
store owners themselves — we are very excited 
to partner with them to help make Ace Hard-
ware’s stores a ‘destination for innovation’. By 
bringing dozens of Grommets to stores across 

the country, we are helping these entrepreneurs 
to reach a massive new audience.

John Venhuizen, Ace Hardware president and 
CEO, said:

For 92 years, Ace has stood for local small busi-
ness; for the underdog who dukes it out against 
the Goliaths of corporate America. So the part-
nership with The Grommet not only aligns with 
the passions of our local owners, but fuels our 
desire to further Ace as the place for the dream-
ers, inventors, innovators and makers…

The Grommet has discovered and brought to 
market dozens of now household brand names, 
including FitBit and SodaStream. Followers 
eagerly await product launches that happen 
each weekday on The Grommet’s e-commerce 
site. For the collaboration, Ace will tap into The 
Grommet’s wholesale operation, housing more 
than 10,000 unique finds from independent 
makers.

In addition to delighting customers with 
unique products from The Grommet, Ace wants 
makers to know that it could serve as a vehicle 
to bring their product concepts to retail shelves. 
Mr Venhuizen said:

We want the makers of the world – the dream-
ers, inventors and entrepreneurs – to know that 
Ace is your place, too. As the world’s largest 
retailer-owned hardware cooperative, we have 
the supply chain infrastructure and the buying 
power to bring the right products to life across 
nearly 5,000 stores…

https://goo.gl/2fqoB0

Ace Hardware teams with local makers

We want the 
makers of the 
world – the 
dreamers, inven-
tors and entre-
preneurs – to 
know that Ace is 
your place, too.

http://hnn.bz/
https://goo.gl/2fqoB0
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Recently, millenni-
als have supplanted 
baby boomers as the 
largest generation on 
the planet. With such 
a huge number of 
people, many of who 
are 20-somethings 
beginning to get a 
little spending power, 
companies are doing 
everything they can 
to try and crack the 
enigma that is the 
millennial buyer and 
figure out what they 
value most (beyond 
ironic t-shirts, protest-
ing, and coffee shops).

Perhaps unsurpris-
ingly, when it comes 
to a place to live, what 
millennials value most 
is technology. A recent 
survey from Wakefield 

Research and lock 
maker Schlage of 1,000 
American renters in 
multifamily dwellings 
revealed that 86% of 
millennial renters 
would pay higher rent 
for a “smart” apart-
ment.

For comparison, only 
65% of baby boomers 
would pay more for 
an apartment packed 
with automated or 
remote-controlled 
devices.

The survey also 
found that over 61% 
of millennial renters 
would rent an place 
specifically for elec-
tronic access features, 
such as keyless entry 
doors, and 55% would 
pay more for an apart-

ment with high-tech 
door locks compared 
to traditional door 
locks.

Another 44% of 
millennials said they 
would sacrifice having 
a parking spot if it 
meant they could live 
in a high-tech apart-
ment. Overall, millen-
nials would pay about 
one-fifth more for 
smart home features 
than other genera-
tions.

It isn’t just technolo-
gy millennial renters 
are after, however. 
Convenience and se-
curity are also import-
ant. 63% of millennial 
respondents said they 
would move out of a 
flat or apartment be-

cause of poor security. 
Additionally, 64% of 
millennials feel it is 
more important for 
their place to be closer 
to work than friends 
and family.

At least according to 
this survey, the aver-
age millennial renter is 
more concerned with 
technology and conve-
nience than anything 
else in an apartment, 
and are willing to pay 
for the things they 
desire.

The Schlage survey 
was conducted in 
October 2016 via email 
and an online survey.

https://goo.gl/iWE5Hi

news
Millennials want home tech

in this  
update:

NT tradies 
to get boost 
from the 
government

Dulux colour 
series has 
been released

https://goo.gl/iWE5Hi
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The Northern Terri-
tory government has 
pledged $5 million to 
prop up the State’s 
struggling construc-
tion industry for 
repairs and upgrades 
to aged urban public 
housing stock.

Treasurer Nicole 
Manison announced 
the latest part of a 
$22 million stimulus 
package designed to 
support local jobs and 
prevent population 
decline.

The Labor govern-
ment announced 
$10 million would 
go towards smaller 
infrastructure projects 
across the Territory 
ahead of bigger fast-
tracked items which 
ramp up in the second 
half of 2017. Ms Mani-
son said:

This will provide an 

immediate injec-
tion into the econo-
my with work to be 
carried out over the 
next six months. 
(It will also) have 
a positive impact 
on living standards 
for public housing 
tenants, funding 
much-needed 
upgrades to roofs, 
fences, bathrooms 
and kitchens.

The funding 
must be spent with 
local contractors and 
work can begin from 
February.

Ms Manison wouldn’t 
be drawn over whether 
it was a sign the new 
Labor government had 
caved in to pressure to 
reinstate the previous 
CLP government’s 
popular home im-
provement scheme, 
which gave home 

owners $2000 vouchers 
to employ local tradies. 
She said:

We are responding to 
the feedback. We have 
a slowing economy and 
people are very worried 
about what happens 
in the next 12 to 18 
months.

Deputy opposition 
leader Lia Finocchiaro 
asked the treasurer to 

explain how the gov-
ernment will afford the 
plan and still achieve 
a budget surplus by 
2019-20.

Ms Manison con-
ceded it was a hard 
decision to make. She 
said:

But the alternative – 
to do nothing – would 
have been terrible. We 
would have seen people 

losing their jobs and 
leaving. That would 
have flowed on to GST 
revenues, stamp duties, 
and that money that 
flows through to other 
sectors of the econo-
my such as retail and 
hospitality.

https://goo.gl/VxRB-
MI

news

NT tradies get government boost

Dulux colour series
For the first time in a 

decade, Dulux has in-
troduced over 500 new 
colours to its range 
for Australian and 
New Zealand design 
professionals. It has 
been launched as Du-
lux World of Colour® 
Series II 2016.

The latest colours in-
clude improved greys, 
neutrals, naturals and 
dark shades, along 
with a wide selection 
of cleaner and brighter 
vibrant colours. There 
is also an update to Du-
lux’s core colour range, 
and an expansion of 

the natural colours of 
New Zealand based 
hues.

Dulux World of 
Colour Series II now 
has over 4800 Dulux 
colours. Andrea Luce-
na-Orr, colour planning 
& communications 
manager, explains:

Developing the Dulux 
World of Colour Series 
II range has allowed us 
to explore colour po-
tential and offer both 
inspiring and wide-
ly-usable colours which 
design professionals 
will love.

We have enhanced 

the Dulux palette most 
notably with a depth 
of neutrals and greys, 
which will help design 
professionals to bridge 
gaps which previously 
existed between co-
lours, and add smaller 
steps for monochro-
matic shading.

The sheer amount of 
colour available with 
Dulux World of Colour 
Series II is highly use-
able, as is the ability 
for specifiers to follow 
a hue through the full 
spectrum from lightest 
to darkest shade.

Phil White, general 

manager – trade, said 
the expanded colour 
offering reflects Du-
lux’s commitment to 
providing innovative 
and relevant solutions 
for the industry.

Relevant colour tools 

for design profession-
als have also been 
refreshed, with an 
updated Dulux Atlas 
and fan deck available 
as part of the launch.

http://hnn.bz/
https://goo.gl/VxRBMI
https://goo.gl/VxRBMI
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Some things about 
bathroom plumbing 
haven’t changed since 
toilets moved indoors. 
One is the wax ring 
used to create a seal 
between the toilet and 
the drain pipe flange 
to prevent water and 
sewer gas leaks.

Though it’s long been 
the industry standard, 
the device has draw-
backs. If the toilet isn’t 
positioned correctly, 
you have to start over 
with a fresh ring. If 
the flange is below 
floor level — common 
in a home that’s been 
retiled — plumbers 
may have to stack 
rings to fill the gap.

Michael Schuster is 
a former fourth-gen-
eration plumber. He 
is also senior vice 
president of new prod-
uct development and 
innovation at Danco, a 
Texas-based maker of 
bathroom, kitchen and 
plumbing supplies.

In 2010, he invented a 
valve that turns a con-
ventional toilet into 
a dual-flush toilet for 
his former company, 
MJSI. Four years later, 

Danco introduced his 
latest product, a wax 
seal encapsulated in 
rubber for a better be-
neath-the-toilet seal.

The Perfect Seal sells 
well enough at Home 
Depot and Lowe’s to 
capture an estimated 
10% of the market. 
Lowe’s merchandising 

director, Marc Maldoff 
said:

This product is 
a great option for 
customers who are 
looking for an easy, 
mess-free alternative 
to the standard wax 
ring.

Mr Schuster saw the 
need for a better seal 
from his 15 years in 
plumbing. He received 
validation by watching 
hours of installation 
videos on YouTube. 
He then pitched it to 
senior executives at 
Danco. He said:

They’re like, ‘No one’s 
going to spend USD10 
(for a reusable seal) 
when they can buy a 
wax seal for USD2.

Mr Schuster and his 

four-person team of 
product developers 
persisted, and in the 
90 days after the ini-
tial pitch in 2013, they 
made 14 iterations 
with the goal of being 
able to compress or 
expand to fill a space 
range of 1.5 inches to 
one-eighth of an inch. 
They used a 3D printer 
to create the moulds 
for rubber prototypes. 
He said:

Ironically, the first 
(design) we came up 
with was about 90% 
of the way there to the 
final (design). It’s just 
like when you shop — 
you see something that 
you like and you go 
all over town, and you 
come back to that first 

one and say, ‘This is it’.
On paper Mr Schus-

ter looks like a plumb-
er-turned-inventor, 
but it was his drive 
to invent that came 
first. He is listed on 59 
issued and pending 
patents held by Danco, 
which bought MJSI in 
2012, and he hopes to 
expand beyond plumb-
ing products.

https://goo.gl/EuMB-
fp

Danco  
toilet wax/
rubber seal 
eases  
installation

products

https://goo.gl/EuMBfp 
https://goo.gl/EuMBfp 
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This year’s Green In-
dustry and Equipment 
Expo (GIE+EXPO), 
the outdoor power 
equipment industry’s 
largest gathering 
in Kentucky (USA), 
provided a showcase 
for Briggs & Stratton. 
Dealers and retailers 
had the opportunity 
to see and test out the 
latest products.

The 8,0002-Watt 
Elite Series™ Porta-
ble Generator with 
StatStation Wireless 
Bluetooth allows 
homeowners to moni-
tor the generator from 
a smart device. They 
will be able to see the 
remaining fuel levels 

or capacity of the 
generator at a glance. 
The app also provides 
maintenance remind-
ers and a store locator.

The Vanguard™ 
brand launched 
Vanguard Oil, a 100% 
synthetic 15W-50 small 
engine oil designed 
for demanding 
commercial engine 
applications. Van-
guard Oil is ideal for 
commercial-focused 
turf-cutters who push 
their small engines to 
the limits.

Vanguard’s Oil Guard 
System allows for 500 
hours between oil 
changes. The system 
continuously ex-

changes oil between 
the engine and a large 
remote oil reservoir 
external to the engine. 
It protects the en-
gine oil from thermal 
breakdown, extending 
maintenance intervals 
and producing a cooler 
running engine.

The Mow N’ Stow® 
+ Just Check & Add™ 
walk mower engine 
combines two of 
Briggs & Stratton’s 
most recent inno-
vations. The engine 
never needs an oil 
change; owners need 
only check oil levels 
and add when neces-
sary. This mower can 
be folded and stored 
upright even with gas 
and oil in the tanks.

EASYflex™ high-pres-
sure washer hoses 
are designed to make 
pressure washer 
set-up and storage 
more manageable. At 
30-feet long and more 
flexible than a stan-
dard pressure washer 
hose, it helps improve 

the pressure-washing 
experience.

The Briggs & Strat-
ton Protection Pack 
for pressure washer 
maintenance includes 
the exclusive pump 
saver formula to pro-
tect piston and seals 
from damage; O-ring 
replacement kit; and 
advanced formula fuel 
treatment and stabi-
liser to help prevent 
damage caused by 
ethanol.

The third pressure 

washer innovation 
introduced at the 
expo is a rotating 
surface cleaner with 
detergent tank, which 
allows users to clean 
large outdoor areas 
such as driveways and 
decks. It comes in a 
16-inch size designed 
for gas-model pressure 
washers and a 14-inch 
size for electric pres-
sure washers. Both 
come with an integrat-
ed detergent tank.

goo.gl/Tr8EsC

Briggs & 
Stratton 
shows off in 
Kentucky

As smartphone us-
age increases, residen-
tial and commercial 
spaces are demand-
ing smarter interior 
design solutions that 
provide quick, reliable 
and seamless access to 
charging options.

The DuPont™ Cori-

an® Charging Surface 
replaces cables and 
power points to create 
user-friendly work 
and living areas. 

This surface is suit-
able for one or multi-
ple locations through-
out a home including 
the kitchen, bathroom, 

bedroom, home office 
and living space.

The charging surface 
is also ideal for com-
mercial applications 
such as conference 
and meeting rooms, 
communal office areas 
and social hubs, as 
well as retail and hos-
pitality environments. 
It can be scaled and 
customised to match 
any design scheme. 

Enabled by a 
state-of-the-art unit 
harnessing induction 
technology, the Corian 
Charging Surface has 
a transmitter discreet-
ly hidden under the 

surface. This avoids 
the need to make 
penetrations into the 
surface and maintains 
a seamless and precise 
finish.

When the device is 
positioned over the 
charging spot, power 

up begins automatical-
ly. When the battery is 
full, charging stops. 

https://goo.gl/hyUx27Charging 
surfaces 
from Corian

products

http://goo.gl/Tr8EsC
https://goo.gl/hyUx27
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Portable tools innova-
tor DMOS has launched a 
second campaign on crowd-
funding site Kickstarter to 
debut its new shovel for the 
active outdoorsman or DIYer. 
Supporters can pre-order 
discounts on the Alpha 
Shovel and its accompanying 
accessories: the T-handle saw 
and interchangeable T-grip.

Last year on Kickstart-
er, DMOS introduced the 
Stealth Shovel, a pro-quality, 
packable tool for shovelling, 
raking, and biting through 
hard surfaces like ice and 
hard-pack snow. The Stealth 
Shovel went on to win 
the 2016 ISPO Brand New 
Hardware Award. (ISPO is a 
sporting goods agency.)

DMOS out-performed its 
funding goals on its original 
Kickstarter campaign for the 
Stealth Shovel and received 
rave reviews from media 
outlets such as ESPN, Out-
side Online, and Freeskier 
Magazine.

Using customer feedback 

to build 
the latest 
products, 
DMOS 
returns to 
the Kick-
starter 
plat-
form for 
further 
dialogue 
with the 

company’s most supportive 
consumers. Founder and 
CEO, Susan Pieper said:

The response to the original 
Stealth Shovel Kickstarter 
campaign was stellar; fans 
loved it and called for more. 
We listened and are very ex-
cited to return to Kickstarter 
with the Alpha Shovel and its 
accompanying accessories. 
Backers and early adopters 
demanded a shovel with a 
larger blade be added to the 
assortment, but it had to be 
as indestructible, well-de-
signed and portable as the 
Stealth Shovel. We built the 
Alpha Shovel to be the top 
shovel of the pack…

The Alpha Shovel campaign 
will enable DMOS to secure 
funding to complete produc-
tion of the Alpha Shovel. The 
company will also offer add-
on accessories of the saw and 
the T-grip as rewards for its 
Kickstarter backers.

https://goo.gl/PF89FF

Kickstarter  
funded 
Stealth  
shovel ships

products

HI
WEEKLY

Subscribe 
Don’t miss out!

We’ll email you the 
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https://goo.gl/PF89FF
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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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One of Methven’s most 
recent designs, the Easy-
Click 3 Function Telescopic 
Rail Shower, provides a 
wide range of novel fea-
tures. These were devel-
oped to meet customer 
needs that were discov-
ered through extensive 
market research. 

One of the consistent 
requirements Methven 
found was for showers that 
can accommodate a wide 
range of adult heights. To 
enable that, this product 
features an easily extend-
able shower rail, which 
raises the overall shower 
height. 

Pressing a large button 
releases a 380mm vertical 
rail extension. The rail has 
a fixed showerhead holder 
at the top, providing an 

easy solution for a “tradi-
tional” shower experience, 
even for the tallest person.

At 130mm wide, the 
Easy-Click 3 Function 
Telescopic Rail Shower 
has the widest handset 
showerhead in the Meth-
ven range. The “star” 
feature of the handset is an 
“Easy-Click” press button. 
Pressing this changes the 
modes of the showerhead, 
enabling the shower user 
to easily customise their 
shower experience, mov-
ing from normal mode, to 
massage mode, to a com-
bination of the two without 
having to fiddle with the 
controls.

The shower experience 
is considerably enhanced 
by Methven’s unique 
Advanced Airstream™ 
technology. This infuses 
the water stream with 
air, which increases the 
volume of droplets, and 
provides a truly invigorat-
ing, all-over shower.

In terms of looks, the 
showerhead features a 
chrome finish, and the de-
sign features a distinctive, 
modern minimalism. 

The design has also taken 
maintenance into account, 
featuring rub-clean sili-
con jets on the faceplate. 
These make it easy to take 
care of limescale and calci-

um deposits, maintaining 
shower performance even 
when exceptionally “hard” 
water is all that is available. 
The strong and durable 
Satin-Smooth connecting 
hose is both twist-free, and 
easy to clean as well.

Methven has a range of 
500 unique products and 
exports many of them to 
30 countries worldwide. 
It is on track to grow total 
revenue to NZD130m by 
2018. 

Methven Easy-Click Telescopic  
Rail Shower

New design answers customers’ usuability needs

The Methven Easy-Click Telescopic Rail Shower is designed to suit modern, “on-trend” bathrooms.

Contact Methven:
1300 638 483

www.methven.com

Easy-Click 3 Function Telescopic Rail Shower features 
Advanced Airstream to deliver a more refreshing 
shower experience.

https://www.methven.com/au/homepage
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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

mailto:sales@cowdroy.com.au 
http://www.cowdroy.com.au
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