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Australian conglomerate Wesfarmers
has released results for its FY2021/22
first half, which include results for home
improvement big-box retailer Bunnings.
Wesfarmers recorded a near flat result
in total revenue, at $17.76 billion, down
by 0.1% on revenue for the previous corresponding period (pcp), which was the
FY2020/21 first half. However, earnings
before interest and taxation (EBIT) fell
more significantly, to $1.91 billion, down
from $2.14 billion in the pcp, a decline of
-10.9%.
Net profit after tax (NPAT) fell even
further in percentage terms, coming in at
$1.21 billion, down from $1.39 billion in
the pcp, a decline of 12.7%.
Bunnings offered a much better story,
with a revenue increase of 1.7% over the
pcp to $9029 million. However, earnings
before tax (EBT) fell by 1.2% to $1259
million.
The short-term retreat, however,
masks a considerable step-change
in revenue and earnings. Compared
with the pre-pandemic first half of

FY2019/20, Bunnings revenue for the
reported half grew by 26.5%, and EBT
grew by 34.2%.
For Wesfarmers, the most significant
decline came from the Kmart Group,
which includes Kmart, Target Australia
and the Catch online business, with
EBT at a low of $178 million, down
from $487 million in the pcp, a slide of
-63.4%. Officeworks also did not do
well, with EBT down from $100 million in
the pcp to $82 million, a fall of -18%.
Long-term goals
While the results from Wesfarmers
overall were somewhat mixed, the focus
for both the Wesfarmers management
team and analysts participating in the
results presentation was more fixed on
medium- and long-term consequences.
This was evident from the start, with
Wesfarmers’ managing director (MD)
Rob Scott saying this in his introductory
remarks:
The first half of this financial year
was the most disruptive period
we have experienced through the

pandemic, with extended government mandated lockdowns. And
it was also a great opportunity for
us to demonstrate our steadfast
commitment to our core objective
to deliver satisfactory returns to
shareholders over the long term.
Despite the complexity of the dayto-day operating environment, we
were able to make very significant
progress on foundations for future
growth.
To create long-term value requires you to anticipate the needs
of customers, look after team
members, treat suppliers fairly and
ethically and to take care of the
environment and also to contribute
positively to the communities in
which we operate.
The dialogue that was generated
with the analysts was primarily around
issues developed by the response to
the pandemic (including supply chain
shortages); the impact of a higher
inflation environment; and perhaps most
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interestingly, whether markets will return
to a structure similar to that of 2019, or
continue to evolve in a new direction.
In particular, Mr Scott noted that
Wesfarmers was continuing to speed up
the pace of its technological development. This includes a new division that
will take responsibility for analytics, customer data, and a new subscription program, One Pass. Currently this division is
called “Data & Digital”, and it is to be run
by Nicole Sheffield, who has worked at
Australia Post, and as a non-executive
director at Capitol Health.
Initially One Pass is being launched
as a “rebranded” Club Catch — more
or less the online retail platform Catch’s
version of Amazon Prime, which provides some discounts and reduced
delivery fees. However, One Pass may
grow to become company-wide, helping
to consolidate digital marketing efforts.
Mr Scott briefly outlined his expectations for One Pass in response to an analyst’s question later in the presentation
regarding the value this division would
add to Wesfarmers:
What is going to differentiate our
subscription approach to many
others you might see in the market
is a couple of things. Firstly, it is
going to be led by the power of
our brands and the power of the
propositions across our individual
retail businesses. That is going to
be core to this offer.

Secondly, it is not just a digital program, it’s an in-store program as
well. And we think that combination is a very unique combination
in the market. And then ultimately,
it is delivering more value and
convenience to households.
Bunnings in detail
In terms of the overall hardware and
home improvement market, just how
well did Bunnings do in revenue terms?
If we take the raw, overall figures
for Australian hardware revenue for
the reported period as provided by the
Australian Bureau of Statistics (ABS),
actual growth in revenue over the pcp
was 2.39%. This means that the Bunnings’ increase of 1.7% in revenue would
seem to be sub-par. In fact, looking at
Chart 1, which shows the allocation of
revenue across Australia’s states and
territories as detailed by the ABS, and
Chart 2, which shows the distribution
of Bunnings’ store locations, it’s reasonable to assume that Bunnings had
more exposure in higher-growth states
such as New South Wales (NSW) and
Queensland (QLD) than it did to lower
growth and negative growth states such
as Victoria (VIC).
If some rough assumptions are made,
such as that the revenue generating
capability of a smaller format store is
70% that of a warehouse on average,
the growth exposure of Bunnings looks
closer to a range of 2.7% to 2.9%.

Yet growth for FY2020/21 H1 over the
pre-COVID-19 FY2019/20 H1 at Bunnings did outpace the overall market.
Growth in overall hardware revenue for
Australia was 20.7%, while in top-line
numbers Bunnings grew by 24.3%. If we
apply those same calculations to Bunnings in terms of its growth according to
store distribution, the growth opportunity was lower than for Australia overall, at
around 16.5% to 18.0%.
So the change that we’ve seen at
Bunnings is sharp over-performance
during the first phase of the COVID-19
pandemic, and mild under-performance
during the second stage.
We can only speculate about why that
might have happened. Some candidates
might be that Bunnings adapted quickly
to the difficulties of the pandemic, outpacing other retailers by offering online
purchasing, home delivery and clickand-collect services. Also, it could be
that specific characteristics of the Omicron variant of COVID-19 might have
disadvantaged Bunnings more than it
did other retailers in late 2021. (That
would include, for example, whether
Bunnings enforced retail restrictions —
such as denying entry to the unvaccinated — more vigorously than some of
its competitors.)
In his prepared remarks, the MD of
Bunnings, Mike Schneider, detailed differences between the first and second
quarters that made up the reported half:

Chart 1

Chart 2
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Government imposed lockdowns
in Australia and New Zealand
impacted quarter one trading and
sales. Pleasingly, however, Bunnings was able to recover sales
momentum in the second quarter,
culminating in a strong Christmas, supported by a good stock
position.
Commercial sales growth remained strong for the half supported by robust housing construction
and renovation activity and the
execution of our strategy to better
serve trades, builders and organisations. Online penetration rose to
4.3% driven by COVID-19 trading
restrictions, particularly in Victoria, New South Wales and New
Zealand.
Looking at other performance numbers, these are very much inline with a
general slowdown in growth. Store-onstore revenue grew by 1.5% (2021 H1:
27.7%), while total store sales growth
was 1.0% (2021 H1: 24.8%). Return
on capital (RoC) was, however, higher
for the reported period at 79.0% (2021
H1: 76.6%). EBIT margin was slightly
lower at 14.3% (2021 H1: 14.7%), but
historically high. Chart 3 illustrates these
numbers going back to 2013.
As Mr Schneider commented:
Overall, we were really pleased
with our earnings performance given we were cycling such a strong

first half last year, and the cost
pressure that’s been seen across
the industry.
Mr Schneider also pointed out that
Bunnings continued, despite the difficulties of the pandemic, to grow and
develop as a retailer:
During the half the team continue
to deliver on our long term strategic agenda. Despite the cost
and stock pressures faced by the
retail sector, we worked hard to
maintain our everyday low prices
and strong product availability for
customers. We refreshed a number
of our product categories with our
updated garden care and storage
ranges well received, and our new,
easier to shop layout for power
tools proving popular.
We boosted in-store service by
equipping our team with Push-toTalk communications. That’s allowing us to open additional checkouts quickly when traffic suddenly
builds and quickly locate expert
team [members] to assist our customers with specialist questions.
Bunnings has also, according to Mr
Schneider, continued to develop its
digital capabilities. While the company
reached a peak of over 4% of sales coming from online during the lockdowns,
this later came down to around 2%.
As part of our ongoing digital
investment, we launched a new

e-commerce platform for trade
customers. The new mobile friendly website makes it easy for trade
customers to shop our full range
online, with their PowerPass pricing and arrange delivery to sites
or collection at a store. We further
improved search performance
and personalisation on our new
consumer web platform.
We now have over 110,000 products SKUs available to purchase
online. Digital engagement grew
with the number of transactions
made through Bunnings online
store 41% higher than the first half
of 2021.
The three other developments of
some note were the launch of FlyBuys,
the launch of the first Tool Kit Depot
(TKD) stores in Western Australia, and
the finalisation of the purchase of Beaumont Tiles.
In response to a question by analyst
Shaun Cousins of UBS, Mr Scott outlined some of the advantages offered by
FlyBuys:
A big part of [launching FlyBuys at
Bunnings and Officeworks] is, we
have also reset the framework that
the shareholder partners are working with Flybuys such that each of
our businesses has greater rights
around the use of data, which is
highly complementary to all of our
divisional strategies.

Chart 3
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We also believe — when you think
about loyalty programs and data
insight programs, from a customer
point of view, having the capacity
to earn more points and get more
value across a broader range of
categories really matters. And if
you think about consumer-based
retail loyalty programs, there is no
other program in Australia that provides a broader reach and better
value than Flybuys.
So that’s another good reason why
our retail brands are keen to be a
part of it. And then coming back to
what’s in it for our retailers, getting
the benefit of capturing, you know,
cost-effectively capturing customer transaction data in-store
is a really key part of each of our
divisions growth initiative.
Mr Schneider followed up Mr Scott’s
comments by indicating the reception of
the program had been positive, and that
it fit well with the use of data analytics
by Bunnings:
I’ve got to say it’s, it’s something
we’re really excited about at Bunnings to be a part of, we’re seeing
really good participation from
customers good engagement from
our team in obviously reminding
customers about scanning their
Flybuys cards, but at the end of
the day, what this comes down
to for us is rapidly accelerating

the amount of customer information we have, alongside the fact
that the investments we’ve been
making and talking about now
for 18 months or so in terms of a
data and analytics platform means
that we’ve got the tools to use the
information we have.
I think had we sort of looked at
this a couple of years ago, one,
the construct probably wouldn’t
have worked for us, firstly, and then
secondly, if we had the data, to be
honest, we probably wouldn’t have
had anything really to, to do with it
or meaningful nature.
In terms of Tool Kit Depot, Bunnings
has remained quiet about the development of this trade tool reseller. That
partly has to do with the company’s
desire to develop it slowly through
2022, but also the only current stores
are located in Western Australia, which
remains somewhat isolated due to pandemic restrictions. The website (toolkitdepot.com.au) indicates the retailer
will sell Makita, Milwaukee, Festool and
AEG tools, as well a wide range of tool
accessories.
As for Beaumont Tiles, it seems
likely that this will be developed slowly
through 2022 as well. Mr Schneider had
this to say about the acquisition:
The acquisition of Beaumont
Tiles was completed in November
[2021], further improving Bun-

nings’ ability to meet the specialist
needs of builders and trades.
The business remains separate
and distinct with the initial focus
on making it easy for Bunnings’
commercial customers to access
Beaumont Tiles’ specialist design
knowledge and extensive hard services range.
One aspect of Beaumont’s that is not
widely understood is that in addition to
its consumer tiles business, it has an
entire range of tiles for builders, representing value on bulk orders, as well a
well-established business in supplying
tiles to large commercial installations.
In response to a question by an analyst, Mr Schneider also described how
he sees the market potentially developing through the rest of 2022:
What we’ve seen is, look at that
sort of 26 or so percent lift in revenue over sort of a two year period,
the split of 65/35 [DIY/Trade],
broadly remains the same. So what
we see is, people being at home
or doing more at home, wanting to
maintain the projects that they’ve
done, taking on all the new DIY
skills that they’ve got, alongside
the fact that access to trade for
small jobs is really difficult.
The pipeline and what we sort of
have, you know, and what we can
see in terms of pre-orders and
things like that, gives us confi-

dence, as I said in my comments
before, about what the next period
looks like in terms of not only
housing starts, but also additions.
But that percentage [trade/DIY]
hasn’t shifted materially at this
point in time.

THE ANALYSTS

As mentioned above, the three
main issues pursued by the analysts
were about the consequences of the
pandemic, the effects of inflation, and
whether recent changes in markets were
adaptive to a unique situation or signalled a deeper, structural change.
The analyst Ben Gilbert of Jarden
began with a very good question about
whether the signal by Wesfarmers that it
planned to contain prices would mean a
decline in margins.
Ultimately, as Mr Scott developed
in his response, this is really a question about how the everyday low price
(EDLP) strategy employed across
Wesfarmers (as opposed to High/Low
pricing, based on loss leaders etc) would
work in a high inflation environment. He
said in part:
What we’re signalling is a continuation of the strategy that served
our everyday low price retailers
very well over the years. And that is
to remain very focused on having
the lowest prices, the best value
offer in the market. And because
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of our scale and unique sourcing
and merchandising capabilities, we
have ways in which we can mitigate price and ensure that we’re
continuing to offer great value.
As we’ve also said, over the years,
we see ourselves as a growth
business. And we create value
by growing, by growing margin
dollars, and improving return on
capital. So we are very focused on
growing margin dollars. We don’t
get fixated by trying to back-solve
to a margin percentage.
This question was repeated in different forms by a number of analysts. It
was directly asked in regard to Bunnings
by Brian Raymond from JP Morgan, who
said:
If you do get a rush of price
increases coming from suppliers,
are you going to look at your price
position relative to your competitors, or relative to where you
are currently in terms of trying to
absorb price rises, as much as you
can? Or is it a matter of still being
just lowest in market relative to
others who are also bearing the
cost pressures?
Mr Schneider replied in part:
When your policy is lowest prices,
that’s your policy, right? So that’s
the position we want to own. We
want to drive a very strong customer proposition. You know, the

focus is on outcomes. It’s on gross
margin dollars or on gross margin
percentage. And that investment in
long term performance is absolutely what we have always been
and will always be committed to.
One way of looking at this is that for
Bunnings — and Wesfarmers in general — the relationship with the customer
is not transactional, but what we might
term “whole of transactional”. It’s not a
question of working out how much profit
is made on each individual sale — a constant margin — but what the total potential of the transactional process is over
the lifetime of that customer contact.
Outside of that strategic focus, the
question behind the question that is
being asked by analysts is whether
Wesfarmers (and Bunnings in particular) would see, as many other retailers
would, that inflation could create a less
rational market, where purchases get
made not due to need, but to overcome
the concern that prices will increase.
The answer the analysts are receiving
— the answer behind the answer, if you
will — is that Wesfarmers sees inflation
as being highly transitory. Supply chain
issues really come down to highly elastic
demand encountering highly inelastic supply, because shipping requires
long-term investments. Factors such as
high petrol costs, for example, are both
a result of externalities such as geopolitical concerns, and are also less central

than in the 1970s, for example. Not only
do cultural changes such as work-fromhome reduce essential consumption,
but alternatives, such as electric vehicles, are also available.

STRUCTURAL CHANGES

As has frequently been the case for
results announcements at Wesfarmers,
while the level of questions asked by
analysts was very high, the unusual and
outstanding question came from David
Errington of BankAmerica (BoA Securities). As with many of Mr Errington’s
questions, it combines a high level of
insight with an ability to “land” a difficult question. The question is asked in
such a way that businesses may find
themselves challenged, but also able to
formulate an interesting response.
Mr Errington asked his question
directly of Mr Scott, but it does also
involve the MD of Officeworks, Sarah
Hunter, and the MD of the Kmart Group
of retailers, Ian Bailey:
Rob, I’ve got two questions that
are probably very broad, but asking
you as the CEO, and I’m coming
at it from a from an investor in
Wesfarmers point of view. If you
go to slide 11, it’s sort of like it’s a
very broad and simple question,
but it’s — in my opinion — a game
changer for investors in Wesfarmers one way or the other. That’s
only my opinion. But when I look at

slide 11, and I look at the two years
stack, two things really shine for
me. And that is the Kmart Group
and Officeworks.
Now, you know, Ian and Sarah and
yourself have really articulated
reasons, but when you look at that
two years stack where Kmart EBIT
was down 50%, Officeworks [for]
two years is flat. Now a lot of other
retailers have gone through the
same conditions: store closures,
paying staff, and guys like JB Hi
Fi, they’re up 40% on a two-year
stack. Adairs is up 50%, Premiere
up 60% They’ve all got very strong
two year stacks, but Kmart is down
50% over a pre COVID result and
Officeworks is flat. And JB Australia would be a good like-for-like on
that and they’re up 40%.
So my question to you as a CEO,
have you got the right business
models in those businesses? Because clearly they have not been
able to adapt to changed conditions. [Have they been] too slow
or whether it’s just... and they are
clunky businesses.
Now going forward, that’s a worry
as an investor, because they’re big,
chunky investments. There’s been
a lot of investment in in Target and
Kmart, rationalisation, restructuring, write downs, you name it,
everything. You’ve got inventory
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sitting there now, a huge amount
of inventory. It worries me that
business, Rob, I mean, down $300
million and down $200 million
before COVID, and Officeworks
is flat. As a shareholder or as an
investor, that’s a red flag on those
two businesses. So can you as a
CEO — is it likely that we have just
got to be patient and soon as the
world normalizes they will bounce
back very quickly? Or are those
businesses strategically disadvantaged now, where we have to go
through a bit of pain in the next two
or three years? That’s a question at
the very top end because it does
worry me, Rob.
There is a lot to unpack in that
question — such as, for example, Mr
Errington’s careful choice of comparative companies. The most immediately
accessible elements of the question are
two-fold. First of all, is it possible that
the downturn in Kmart and Officeworks
engendered by the (understandable)
stressors of the pandemic is simply
masking what would have been, even in
a “standard” economy, poorly performing businesses?
Secondly, even if that is not the case,
is it possible that the pandemic has itself
changed the nature of retail markets
— by introducing new elements and/
or accelerating changes already underway — so that these businesses are no

longer truly viable, at least not with their
current business models?
Mr Scott’s answer was really to assert
Wesfarmers’ analysis that these are two
good businesses that have simply fallen
on tough times during the pandemic.
I guess what I would disagree with,
in your observations there, David,
is that it is judging a new normal
based on a most abnormal set of
circumstances. And I think if you,
if we just judged Officeworks’ performance based on the technology
component of the business, it
would be a fantastic result, right?
But there’s a lot of other things that
we have in Officeworks across the
range, that have been very materially impacted by virtue of stores
being closed.
So I think it’s unfair to, you know,
not consider the six months that
we’ve talked to as being very abnormal. And these two businesses,
both Officeworks, and the Kmart
Group, do rely heavily on their store
network.
They have strong and emerging
online capabilities. But the reality is, in any other circumstance
other than a circumstance where
the government shuts down our
stores, customers want to come
into our stores, the product resonates, the pricing is good.
Mr Errington responded to Mr Scott

by saying:
When I listened to Ian’s outlook,
and when I listened to Sarah’s
outlook — I mean, Sarah’s outlook
was particularly bearish, and your
stores are now open. From my
understanding all stores are now
open and operating, yet you’re still
going to have what looks to be a
pretty tough second half. So what,
you know, when can we expect
these businesses to bounce back?
I suppose that is the question because that was a pretty tough first
half that we have to absorb, Rob.
Mr Scott’s response was essentially
that, even though the pandemic is waning in its effects on retail, the recovery is
still underway.
It was absolutely a tough first
half. Look, I guess the comments
about outlook, David, reflect the
fact that we still have COVID
going through the community, we
still have traffic levels, you know,
traffic levels in the major shopping
centres are still materially down.
And when you think about the
product mix of our businesses,
of the Kmart businesses, and the
Officeworks businesses, they do
lend themselves — some of the
products lend themselves to online
and Sarah, for example, could talk
to the phenomenal growth and
success that Officeworks are hav-

ing relative to competitors in the
technology space. There are a lot
of other parts of their business that
still are being impacted by the fact
that many small businesses aren’t
open at the moment. Many larger
businesses are not buying what
they used to. And the same could
be said about Kmart in terms of
the traffic levels to higher density
stores.
At this point Ms Hunter detailed
some of her thinking about Officeworks.
To summarise her points:
• Staggered returns to school moderated the expected retail boost this
season usually generates in January
2022
• People are still self-isolating, even if
formal restrictions have been lifted
• Trading conditions are “nothing we’ve
ever seen before”, and therefore more
of a blip
• Office supplies and printing were
“materially impacted and down year
on year as a result of store closures”
• ”We saw good growth in technology and good growth in furniture. So
that part of our portfolio performed
strongly.”
• Geeks2U, a computer-expertise service, also suffered, as customers did
not want a “geek” performing a home
visit
There is not an MD in the world that
would not defend their business when
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it comes into question, and Ms Hunter
responded in an effective, friendly and
engaging manner. However, in doing so
she has also revealed some of the flaws
in Wesfarmers’ thinking about retail and
the pandemic.
For example there’s a sharp contrast
in attitudes towards the technology
business and printing. Technology has
been boosted by the pandemic, but it’s
implied that this is somehow developmental, and that technology sales will
continue at this high level. However, with
printing, the pandemic has just inhibited
sales due to lack of access to stores, and
it will be revitalised once the pandemic is
truly over.
In reality, every retailer in technology
saw sales boosted during the pandemic.
There was stage in 2020 when it was
almost impossible to buy a webcam,
for example. In fact, this portion of the
Officeworks market is the one most
likely to deteriorate post-pandemic. It
is very rare that Officeworks is the least
expensive provider of most technology.
There are too many examples to cite, but
to name two: Officeworks (in mid-February 2022) is selling the Logitech C270
webcam for a low $48. It’s such a deal
that it’s limited to two per customer.
Amazon has the same camera for $40,
delivered next day, no limit on quantity.
Then there is the Microsoft Bluetooth
compact keyboard, $119 at Officeworks,
$78 delivered next day on Amazon.

But it is the comments about printing
that are most revealing. After two years
of getting by without printing, isn’t it
likely many customers will have broken
the habit? If printing didn’t recover in
December 2021 and January 2022,
when will it recover? Where’s the magic
point of “normalcy”?
So, while the scenario painted by
Wesfarmers is that both technology and
printing will boom (eventually), it seems
just as likely that both will, instead,
continue to be weak performers. And
what’s alarming is that possibility is not
apparently being considered in strategic
thinking.
What especially applies to both Officeworks and the Kmart Group, however, is that the reported half began 16
months into the pandemic, and ended
22 months after the pandemic started.
That is a lot of time to plan and study
how to better cope with such a sharp
market change.
For example, Officeworks laments
the lack of business for Geeks2U, but
the real growth market at the moment in
tech services is fraud prevention. There
must be easily 100,000 households in
Australia that would pay $79 a year if
that meant Gran, or crazy Uncle Ernie
could be stopped from handing over
their Windows admin password to the
nice man with the foreign accent who
called them up.
As for Kmart, it is difficult to think of

a brand that would have been better
positioned than Target to sell workfrom-home athleisure/slack wear to a
population confined to premises. The
opportunity was there, and it is likely to
be a lasting trend.
The issue here isn’t so much that Officeworks and the Kmart Group “missed
the pivot”. It’s that the concept of the
pivot, the need to make changes rather
than just accepting two years of losses,
doesn’t seem to be part of their culture.
The irony is that, on the highest strategic level, Wesfarmers is likely one of
the top two or three retailers in Australia
for technological foresight. Mr Scott has
understood from the start the need to
invest heavily in data analytics, and to
reshape retail so that technology is a
standard part of every business decision.
Yet what might have happened is that
Wesfarmers had a plan where the true
technological acceleration was to take
place in FY2024/25. What Mr Errington
may be really pointing out, indirectly and
directly, is that the pandemic itself has
brought up the time when this kind of
change needs to have an impact, all the
way to FY2022/23.

ANALYSIS

The first thing that any analysis of
these results for Bunnings needs to
state is that the retailer really did “nail”
the half. It’s not perfect — what would

be? — but it is very good. To effectively
retain most of the market gains from the
exceptional FY2020/21 was an unexpectedly good result.
As HNN has said in the past, the real
challenge for Bunnings as part of a listed
company is to now convert those gains
into further profitable expansions, so
that when the market slides again, as
it is likely to do in FY2022/23, revenue
from expansion business will replace the
peak revenue at Bunnings warehouses.
It’s unclear at this moment just how
that will work out for TKD and Beaumont Tiles. Certainly the few images
HNN has seen of the TKD stores look
very good. At a guess, we’re not going
to see TKD stores launched on the east
coast much before September 2022, if
then. It’s going to be a very competitive
marketplace, with both Total Tools and
Sydney Tools not only well-established,
but simply very good retail operations in
their own right.
As for Beaumont Tiles, while Mr Schneider emphasised the advantages for
trade and commercial Bunnings customers, it is evident this remains largely
a play for the consumer market. HNN
believes there is a strong possibility that
a desire to compete with companies
such as Reece was one motivator for the
acquisition. While Beaumont’s will remain an entirely separate and independent business from Bunnings, the case
will be that its expertise will be used by
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Bunnings, which could see an evolution
in the way sells, for example, bathroom
fittings.
Bunnings Doncaster
Which brings us to the overview of
Bunnings’ new Doncaster warehouse
that appears elsewhere in this issue of
HNN Briefing. Typically Bunnings stores
do take around three to four months to
“shake down” into a workable format
after opening, and with the pandemic
that’s likely to be more like six months.
Even with that allowance, however,
there were some puzzling elements to
the Doncaster store. Increasingly there
is the sense that the standard Bunnings
format is beginning to feel a little dated.
That is somewhat exacerbated in the
Doncaster warehouse, because there is
something of a mismatch between the
standard store format and the format of
that retail space.
For example, the store has large
windows facing onto the street — but
these are blocked out by racks of Ryobi
wet/dry vacuum cleaners, which seems
a waste of both natural light and a corner
position. That is balanced by some good
use of scale, such as a straight line display of laminate flooring surfaces, which
features 66 different designs.
What is most interesting, however,
is the sense of almost an alternative,
parallel Bunnings emerging out of the
standard Bunnings. The Kaboodle
kitchen display, for example, was one of

the more elaborate and better designed
we’ve seen. It’s also an indication that
Kaboodle is going after the more premium market currently controlled by IKEA.
Then there was the display of bathroom fittings, with the wall of taps
replaced with a more accessible display,
along with displays of a wide range of
wash basins. Brand new to Bunnings,
was a range of flatpack wardrobe fittings
suitable for walk-in robes.
It’s possible to think of Bunnings
grouping those elements — Kaboodle,
bathroom fittings, wardrobe fittings
— along with lighting and home automation/security into a single in-store
display area, separate from the more
standard hardware and tools areas of
the stores.
Innovations like that might be necessary to further spur consumer spending
growth if Kmart and Officeworks are
not able to recover during 2022, leaving
Bunnings to shore up the Wesfarmers
bottom-line.
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Bunnings Doncaster
Victoria
Located in one
of Melbourne’s
wealthier eastern
suburbs, Bunnings
Doncaster is
adjacent to a
Westfield shopping
centre, and close
to the M3 Eastern
Freeway.
The warehouse
space is part of
the Hotel Mercure
building.
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KABOODLE

Bunnings Doncaster features one of
the more elaborate Kaboodle kitchen
design centres — essentially it is its own
self-contained space, adjacent to hard
surfaces flooring.
Kaboodle has been steadily evolving
over the years, and this design centre
seems aimed more at the market that
usually selects IKEA kitchens.
At the full-year FY2021 results
announcement, Bunnings MD Mike
Schneider had hinted that Bunnings
might be offering a wider range of
appliances. While there is integrated
appliance marketing in the Kaboodle
display, the range remains confined
to largely Bellini appliances, widely
regarded as being at the lower end
of the market. The only exception is
AKAI dishwashers, with Bunnings also
offering AKAI air-conditioning.
It is a little puzzling that there is not
better use of digital marketing in the
design centre, such as “swipe through”
displays of the extensive Kaboodle
range.
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BATHROOM FITTINGS

Bunnings has always offered a
comprehensive range of bathroom
fittings, but the displays have often
privileged bulk display over focus and
selection.
At Doncaster there is more attention
paid to the selection process without
sacrificing a wide display range. It’s
always interesting to see how much
displays in hardware stores remain
influenced by the instore developments
of Masters Home Improvement.
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FLOORING & WARDROBES

Bunnings has long been adept at
making use of the sheer scale available
in its warehouse stores. Here the
Doncaster store showcases 66 different
laminate flooring surfaces in a single
long display.
Nearby is a display of the popular
large format tiles. Bunnings has also
introduced flatpack kits for assembling
walk-in robe components.
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POWER TOOL DISPLAY

Mr Schneider mentioned in his
presentation that Bunnings had
improved its power tool displays. There
have been some positive changes, with
the way the tools attach to the display
stands improved, and the use of rigid,
fixed product information cards, instead
of the floppy tags used previously.
However, again, some form of digital
information display might also be
welcome.
Image on lower right shows Ryobi
wet/dry vacuum cleaners in what the
Bunnings store map describes as the
“promo display”. Effectively they are
blocking the large street-facing window.
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