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As we put this issue together, HNN has been struck by how frequently 
we’ve found ourselves dealing with the issue of globalisation. Just about 
every company we have looked at in this issue, from the small but brilliant 
New Zealand experts of bathroom high-design Methven, which has expand-
ed into UK sales with considerable success, to building supplies giant Boral, 
up to the seemingly ultimate stay-at-home enterprise, the conglomerate 
Wesfarmers, all are seeking to expand beyond their countries of origin, and 
to build a new future that includes international markets. 

Even companies that market only in Australia and New Zealand, such 
as bathroom and kitchen fittings manufacturer GWA Group, have shifted 
to heavy reliance on overseas manufacturing, and can be seen moving to 
master the complex logistics of manufacturing, shipping, and in-country 
distribution.

For Australia in particular, we’ve witnessed a real revolution over the past 
30 years, as the country has moved from lower, to virtually non-existent tar-
iffs, and begun to fully embrace Australia’s role as being a centre for research, 
design, engineering, and as a source of some really world-class management 
ability and know-how.

That has come at a cost, and it continues to come at a cost. Last October in 
2016 Ford shut down its car manufacturing. This coming October in 2017 both 
General Motors Holden, and Toyota plants will cease production. While these 
are headline events, they come after dozens, indeed hundreds, of similar, 
smaller events, across all kinds of industries.

Even as Australia migrates into what will be a very globalised future, we’ve 
seen nations, which have been (arguably) less materially affected by global-
isation take action to resist this change. The current US President, Donald 
Trump, was elected largely on promises of reversing the trend of these past 
forty years towards more global free trade. In the UK we’ve see the so-called 
“Brexit” movement gain support, and Britain move to sever its long-devel-
oped trade and commercial ties with the rest of Europe.

Perhaps the most astonishing aspect of these movements has been the 
degree to which, in both nations, proponents on the extreme right wing of 
politics and those on the extreme left wing of politics have joined together 
to, if not actively suppress globalisation, then at least not to oppose its re-
moval all that vigorously. 

The success of these movements has been suprising to many, as the alter-
natives that are offered by both right and left are economically weak. What 
was most extraordinary in the UK in particular was that the winning side, 
having won, seemed to have no idea what they had won, or how the vast 
changes proposed will be implemented. The proposed policies seem to con-
sist of newspaper headlines and very little else.

In the US some of the policies proposed seem to be all about creating a 
form of economic chaos. For example, the proposed (gently titled) policy 

comment
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known as “border adjustments” would see companies unable to claim as tax 
deductions manufacturing inputs that were sourced from outside the USA. 
It is hard to imagine any other policy that, if implemented, would result in 
quite so many company failures, job losses and, even if the economy survived 
that, rampant inflation.

What exactly is going on here? How has globalisation moved from being 
a policy supported primarily by conservative politics and given grudging 
respect by those on at least the moderate left, to one that is so reviled that it 
is pulling former moderates into the company of, on the left, socialists, and 
on the right, bigots and advocates of forms of oppression?

In the past what divided the left and the right side of politics so starkly 
was their very different beliefs about the way in which the wealth produced 
by a nation should be distributed amongst its citizens. What unites them (to 
some extent) in opposing globalisation today is really that they both still see 
the idea of “distribution” as being the most important aspect of the economy. 

What distresses these groups about globalisation is that it has, as it enters 
the latter stages of its development, let go of the idea that changing distri-
bution will really alter much economically. If on the left, the idea was to use 
better distribution to help lift people out of poverty, it has to be said this 
project has largely failed. It has failed because such projects tend to redis-
tribute wealth not to the neediest, whose very surivial is challenged, but to 
those less seriously disadvantaged.

Equally, if on the right redistribution was supposed to stimulate econo-
mies by supporting those sectors and individuals that were the most produc-
tive, it, too, has failed. 

What globalisation has substituted for these ideas of redistribution is the 
idea of pursuing growth. Inasmuch as there is an ethical basis underlying 
this, the idea is that if the general level of scarcity itself can be reduced, this 
will tend to benefit more people, and especially people who are truly living in 
desperate poverty, more effectively than altering systems of distribution.

China is the classic example of this kind of thinking at work. There is 
no doubt that China’s embrace of a very modified form of capitalism has 
increased the gap between the advantaged and the disadvantaged. It has 
also, however, enabled some form of wealth to penetrate deep into the most 
impoverished demographic of the country. The middle class has benefitted, 
but so have farmers, who previously lived on the brink of starvation. Not all 
farmers, not poor farmers in some evenly distributed system, but enough 
farmers that there are regions of China that have been poor for the past 70 
years that are now beginning to change.

The end result of this could be, within a few years time, that globalisation 
and the policies that support it, end up being the basis for the formation of 
a new, moderate political centre. It will still have its left and right, but it will 
be dominated by a core agreement that seeking growth, and using extended, 
connected markets to assist this, is the best way forward.

comment
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in this  
update:

• Bunnings grows 
through Masters 
sites

• Building is about 
to start on a Bun-
nings store in 
Doncaster (VIC)

• Bunnings Berri 
store is being 
sold

• Bunnings in 
South Mackay is 
on the market

• Warwick busi-
ness owner bat-
tling Bunnings

• Bunnings is 
bulding a 4-level 
store

Bunnings is building 
a store in Newstead, 
a suburb of Brisbane 
(QLD), that will span 
17,000sqm over four 
levels. It will be more 
than double the size 
of a typical Bunnings 
Warehouse.

The mixed-use site 
will also feature six 
street-level tenancies 
for retail or office 
space, totalling just 
under 1600sqm in 
addition to a basement 
carpark, the main 
warehouse, outdoor 
nursery, bagged goods 
area, cafe and timber 
trade sales area.

The Courier Mail re-
ports Bunnings initial-
ly paid $20.6 million for 
a 9400sqm site in 2011, 
but the development 
application (DA) was 
knocked back by Bris-
bane City Council. A 
year later it bought the 
remaining 10,400sqm 
for $16 million.

A revised DA for the 
new-look store was 
submitted in 2014 and 
approved last year. 
According to architects 
Thomson Adsett:

The design of Bun-
nings Warehouse at 
Newstead relates to 
the fine-grain and 
sawtooth form typical 
of the historic New-
stead wool stores and 
industrial buildings…

Pedestrian linkages 
along the northern 
facade will be activated 
by shipping-container 
style cafes and will ad-
join a future residential 
development.

In 2012, then-Bun-
nings chief operating 
officer Peter Davis 
said the develop-
ment “forms part of 
Bunnings’ continu-
ing investment and 
expansion in metro-
politan and regional 
Queensland”.

Retail expert and 

associate professor at 
Queensland University 
of Technology Business 
School Gary Mortimer 
told SmartCompa-
ny Bunnings’ latest 
development will see 
success thanks to its 
identity as a “destina-
tion retailer”. He said:

Bunnings is a desti-
nation retailer because 
shoppers are willing to 
take the effort to come 
in not just for products, 
but for the experience. 
It’s for families on the 
weekend, wanting to 

have a shopping expe-
rience and a sausage 
sizzle.

Mr Mortimer believes 
Bunnings is similar 
to Swedish furniture 
retailer IKEA, which he 
says helps customers 
get “actively involved” 
in the shopping experi-
ence. And this store is 
unlikely to be the last, 
says Mr Mortimer, who 
maintains Bunnings 
will continue to “se-
lectively” place these 
superstores in key 

Four-level Bunnings 
planned for Brisbane

The plans for a four-level Bunnings store in Newstead (QLD)

continues next page

http://hnn.bz/
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suburban areas.
This store is inter-

estingly placed, as it’s 
right in the middle of 
the city, and there’s 
a massive amount 
of high density and 
high-income living 
nearby. There’s also not 

really any big hard-
ware chain close to 
where they’re putting 
it; they’re tapping into 
the area’s growth.

I think they’ll look at 
other areas in Sydney 
and Melbourne where 
there’s a high propor-

tion of the population 
in one area, with high 
disposable income.

Mr Mortimer also be-
lieves Bunnings is the 
“clear” market leader 
with Masters out of 
the picture and does 
not see a local player 

being able to challenge 
its position. He said:

Metcash is the only 
other player, and they 
have a different offer 
with smaller stores 
aligned to tradespeo-
ple. A big global retail-
er could have a look at 

the market and enter, 
and there’s no reason 
why Lowe’s wouldn’t 
have another look at 
the market.

https://goo.gl/67fe4K

https://goo.gl/CV1El1

Four-level Bunnings in Brisbane (cont.)

Bunnings Warehouse 
in South Mackay (QLD) 
has been listed for 
sale via expressions of 
interest.

The 13,074sqm ware-
house is promoted to 
have a net income of 
$1,697,440 a year, and 
has a 12-year net lease 
expiring in 2026 with 
options until 2056.

On a corner site near 
the airport, Bunnings 
South Mackay is on 
Maggiolo Drive off the 
Bruce Highway.

Properties leased to 
the Wesfarmers-owned 
hardware chain have 
become the darlings 
of the commercial real 
estate market, with 
buyers prepared to pay 
through the nose for 
a change to secure a 
piece of that green and 
red “big box” empire.

However Bunnings 
sales tend to come at a 
trickle, with the com-
pany’s strategy to slow-
ly divest some of the 
stores it owns across 
Australia. So when one 
does come to market, a 
lot of potential buyers 
tend to come from 
everywhere.

Stonebridge Prop-

erty Group’s Philip 
Gartland and William 
Blanch, who sold the 
Bathurst store, say 
Bunnings listings tend 
to attract investors 
who might not other-

wise dip their toes into 
commercial property. 
Mr Gartland told the 
Daily Mercury:

It’s the sort of asset 
that can appeal to 
people that are looking 
for more secure invest-
ments, often people 
who are 50-plus, that 
just want to put some-
thing into a blue chip 
covenant, effectively 
like a corporate bond.

It’s set and forget, 
because you’ve got 

fixed annual uplift, so 
you’re not having to 
worry about how the 
turnover of the store is 
performing, whereas a 
lot of supermarkets are 
based on percentage 

of turnover above a 
certain threshold.

Also adding to the 
attractiveness of the 
properties is the fact 
that Bunnings leases 
are usually long-term, 
triple net leases, 
meaning the tenant 
(Bunnings) agrees 
to pay for just about 
everything – real estate 
taxes, building insur-
ance, maintenance 
and any other fees. Mr 
Gartland said:

Bunnings pretty 
much do everything, 
including even the way 
they define the premis-
es – it’s the whole entire 
land parcel rather than 
just a pocket of the 

building.
And with Bunnings’ 

biggest competitor 
Masters now wiped 
out, the case for invest-
ing in a Bunnings has 
further weight, adds 
Mr Gartland.

I guess it’s taken 
away that uncertainty 
of competitive threat, 
after the store closures. 
Obviously they dom-
inated while Masters 
was still there, but 
now that’s been closed, 

it’d be a fairly brave 
competitor that would 
come in now and try to 
take on Bunnings.

Recent Bunnings 
sales

• Price undisclosed 
– Bathurst (NSW) 
November 2016

• $11.59 million – 
Yarrawonga (VIC) 
September 2016

• $6.425 million – War-
ragul (VIC) Septem-
ber 2016

• $10.95 million – 
Swan Hill (VIC) 
August 2016

• $7.05 million – 
Osborne Park (WA) 
June 2016

• $43.5 million – Joon-
dalup (WA) March 
2016

• $24 million – Eltham 
(VIC) March 2016

• $40 million – Spring-
field (QLD) Novem-
ber 2015

https://goo.gl/a7npeo

Bunnings in Mackay up for sale

http://hnn.bz/
https://goo.gl/67fe4K
https://goo.gl/CV1El1 
https://goo.gl/a7npeo
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Warwick local fights Bunnings’ plans
The Warwick Daily 

News reports that real 
estate agent Helen 
Harm will continue to 
fight after Southern 
Downs Regional Coun-
cil (SDRC) approved 
the development of 
a Bunnings store last 
year on a flood plain 
near her business.

Mrs Harm said she 
lodged a legal appeal 
against Bunnings 
Group and SDRC in 
the Planning and 
Environment Court of 
Queensland and has 
set up a GoFundMe 
page to help cover 
legal fees which she 
estimates could top 
$30,000.

I am looking at the 
first phase costing 
about $15,000 for an 
independent flood 
study and legal fees 

and so far residents 
and business owners 
have donated a few 
thousand dollars to the 
fund.

Bunnings plans 
to build its big box 
hardware store on a 
vacant block where 
Mrs Harm believes 
will put businesses 
and residents at risk 
during flood season. 
Mrs Harm’s real estate 
business is located on 
the flood plain which 
she believes will be in 
jeopardy if the Bun-
nings complex is built.

The proposal would 
see the store be effec-
tively built on an is-
land stretching across 
two acres in the middle 
of the flood plain.

A hydraulic study by 
engineering group, Ja-
cobs showed the devel-

opment would 
have no major 
impact on water 
levels which 
SDRC based its 
approval on.

But Mrs Harm 
believed an inde-
pendent study 
she is seeking 
will show the 
development 
could put busi-
nesses and residents in 
jeopardy during floods. 
She said:

Residents are wor-
ried the development 
could take up 20% of a 
major flood zone, and 
all the studies done 
since major floods in 
Queensland have said 
same thing, 

Mrs Harm also told 
Daily Mail Australia:

There is a hardware 
store just down the 

road, we don’t need this 
Bunnings at all.

The development 
was due to start in 
June but could not go 
ahead until the court 
outcome, according 
to Mrs Harm. She has 
the moral support of 
business owners in the 
area including Alan 
Olsen of Olsen’s Home 
Timber and Hardware.

Mr Olsen said he 
backed Mrs Harm’s 
move to take on Bun-

nings but did not want 
to risk throwing good 
money after bad.

We don’t like the 
council decision but 
Bunnings has experi-
ence and size and we 
are too small to take 
on its bureaucracy and 
lawyers in something 
that could get very 
emotionally draining.

https://goo.gl/kxL3wo
https://goo.gl/EjMokk

Building start for Doncaster Bunnings

Work on Bunnings 
Doncaster in Victoria is 
set to begin as the big 
box retailer finalises 
a contract to build a 
hardware and apart-
ment complex next to 
Westfield. Local news-
paper, Leader believes 

the building contract 
is likely to be finalised 
and signed off within a 
matter of weeks.

The $73 million de-
velopment will include 
250 apartments — 99 
flats on top of the 
11,000sqm multi-level 

store as well as two 
apartment towers. 
There will be 350 car 
spaces for shoppers.

Leader reported last 
year the plans were 
finally moving for-
ward after a dispute 
between Bunnings and 

Westfield prevented 
Manningham Council 
from being able to sign 
off on permits.

Initially the Bun-
nings development 
threatened to become 
a legal battle between 
the retail giants, with 
Westfield concerned 
it would affect future 
growth of its Don-
caster complex after 
announcing a $500 
million expansion.

Andrew Marks, gen-
eral manager – prop-
erty for Bunnings, said 
recently it expected 
work to start in due 
course. He told Leader:

We are currently in 
the process of ap-
pointing a builder for 
the development. The 
timing of the project 
has not been finalised 
at this stage and we 
will continue to update 
the local community 
as soon as timings are 
known…

Bunnings first 
announced the plans 
back in 2013.

https://goo.gl/3FLN5Y

http://hnn.bz/
https://goo.gl/kxL3wo 
https://goo.gl/EjMokk
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Bunnings expansion through Masters sites
Bunnings has taken 

on 11 former Masters 
Home Improvement 
stores and announced 
plans to open nine new 
stores across NSW, Vic-
toria and Queensland.

The transformation 
of the Masters sites 
has piqued the interest 
of the competition 
watchdog but only in 
relation to the four 
Masters sites that 
represent new trading 
locations for the Bun-
nings network, Fairfax 
Media reports.

Seven of the Mas-
ters stores slated for 
transformation are in 
suburbs where there 
is already a Bunnings 
warehouse and the big 
box retailer is shutting 
these stores and mov-
ing into the revamped 
Masters premises.

Australian Compe-
tition and Consumer 
Commission chairman 
Rod Sims said there 
were only a handful 

of new stores, most 
of them were “swaps” 
from current Bunnings 
stores. He told Fairfax:

We’ve also got to as-
sess how much interest 
there is in these stores 
from other hardware 
players. We are still 
looking at it but we 
are conscious there are 
only a small number of 
new stores and there 
... aren’t a lot of other 
people clamouring 
to take them over as 
hardware stores.

Mr Sims said the 
ACCC also made a 
distinction between 
somebody who gets 
dominance by out-
playing everybody else 
on the field, versus 
someone who does 
it by mergers that 
shouldn’t happen or 
any “anti-competitive 
behaviour”. He said:

Bunnings are in the 
best place to buy them 
but they’ve really 
earned their way into 

that.
In a communication 

sent to suppliers, 
which Fairfax’s Busi-
nessDay columnist has 
seen, Bunnings said it 
would be embarking 
on a “very busy new 
store opening pro-
gram” from April to 
September. Bunnings 
chief operating officer 
Clive Duncan is quoted 
as saying:

We ask that you 
[suppliers] plan ahead 
to ensure you have 

sufficient stock and 
representative cov-
erage to support the 
current store network 
as well as the ... new 
locations.

Mr Duncan also said 
the Masters sites were 
subject to Home Con-
sortium’s agreement 
with Woolworths and 
Lowe’s.

In addition to its 
planned makeover of 
the 11 Masters prop-
erties, Bunnings will 
open 21 new outlets by 

September, taking its 
total store network to 
about 335 stores.

It’s not clear what 
Bunnings will do with 
the properties it is 
exiting, which include 
two that are held by 
the BWP Trust.

https://goo.gl/XgNx-
GV

Bunnings Horsham is bigger in size
Bunnings in Horsham 

(VIC) has celebrated 
its $1 million revamp. 
Store manager Camp-

bell Ballinger told The 
Mail-Times:

The upgrade rep-
resents an investment 

of more than $1 million 
and will increase the 
store size by more 
than 1000sqm. All our 

product ranges 
will expand 
including a 
large, brand 
new lighting 
display.

Mr Ball-
inger and his 
team recently 
celebrated 
the store’s 
expansion by 
holding family 

activities over a week-
end. He said:

We’ve been part of the 
Horsham community 
for more than four 
years and we’re looking 
forward to bringing 
an even better store 
with the latest home 
improvement and 
outdoor living prod-
ucts backed by the best 
service.

Team members 
continue to support 
a number of commu-
nity groups, working 

together to assist in 
local projects including 
repairs made to Birchip 
Playgroup’s play-
ground and providing 
DIY workshops at 
Kurrajong Lodge.

https://goo.gl/JGIJie

http://hnn.bz/
https://goo.gl/XgNxGV 
https://goo.gl/XgNxGV 
https://goo.gl/JGIJie 
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Bunnings Berri store to be sold
The Berri Bunnings 

store in South Austra-
lia is on the market.

Located at the corner 
of Hoskins Road and 
Sturt Highway, the 
hardware store opened 
in May 2016 and is the 
first stage of a master 
plan for The Riverland 
Complex site in Berri.

The 6,557sqm store 
was developed in a 
similar design as the 
Victorian Swan Hill 
Bunnings, and con-
structed with a long 
term view to accommo-
date the growing popu-
lation of the Riverland 
region.

CBRE is selling the 
property on behalf of 
Adelaide-based devel-
oper Pat & Co Pty Ltd 
headed by Tony Moro. 
Mr Moro said the com-
mitment of Bunnings 
as the property’s an-
chor tenant was a vote 
of confidence for the 
developing precinct.

CBRE’s Justin Dowers 
said the property 
marked the first 
Bunnings warehouse 
investment offered for 

sale in Australia for 
2017.

Bunnings warehouse 
investment properties 
have been a highly 
sought after invest-
ment vehicle over the 
past two or so years – a 
factor that is helping 
compress yields to 

as low as 5% in some 
instances.

The continued lack of 
retail investment op-
portunities such as this 

is also driving investors 
to compete for assets 
in regional locations. 
Furthermore, the con-
sistent performance 
and revenue growth 
of Bunnings has been 
a key attraction for 
private and institu-
tional investors, along 

with the depreciation 
tax benefits associated 
with the new assets.

In late 2016, the 
Yarrawonga Bunnings 

in Victoria was sold off 
the plan for a record 
yield of 4.94%. It was 
the first Bunnings 
warehouse to be sold 
to a mainland Chinese 
investor. Mr Dowers 
said:

There is evidence that 
buyers are gaining 

more confidence in 
the performance of 
key regional loca-
tions, stemming from 
increased government 
expenditure in these 
regions, along with 
improved living condi-
tions (mostly related to 
affordability) driving 
population growth.

Bunnings invest-
ments are always high-
ly sought after, for a 
number of reasons. The 
net lease structure and 
fixed rental increases 
are favourable; along 
with the strength of 
the fundamental real 
estate given the stra-
tegic site allocations 
from Bunnings.

https://goo.gl/v7gHKj

Bunnings setting up temporary shop
Bunnings has been 

given the go-ahead to 
establish a small-scale, 
temporary hardware 
shop while it under-
takes a $38 million 
redevelopment of its 
Caringbah (NSW) site.

Sutherland Shire 
Council approved the 
fitout and use of the 
former Cronulla Fur-
niture store at 100-104 
Parraweena Road, Tar-
en Point, as a hardware 
and building supplies 
store for a maximum 
of three years.

Among conditions 
placed on development 
consent is that Bun-
nings prepare a flood 
emergency response 
plan because the area 
is low-lying and has a 
history of flooding.

Conversion of the for-
mer Cronulla Furniture 
store for Bunnings’ use 
was estimated in the 
development applica-
tion to cost $825,000. A 
statement of environ-
mental effects said.

The store will operate 
under the Bunnings 

brand [but] 
will be in ef-
fect more like 
a traditional 
small hard-
ware store. 
There will be 
hardware, 
tools, paint, 
fixings, and 
plumbing, 
lighting, and 
garden care 
type products.

The key differences 
[between the exist-
ing and temporary 
stores] are likely to be 

a minimal timber offer, 
no garden centre, and 
there will be a very 
small range of bagged 
goods...

https://goo.gl/bcD-
PW7

Bunnings will take over the Cronulla Furniture store in Taren Point (NSW)

http://hnn.bz/
https://goo.gl/v7gHKj
https://goo.gl/bcDPW7 
https://goo.gl/bcDPW7 
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• Loganholme Mi-
tre 10 is battling 
Bunnings

• Busselton Home 
Timber and Hard-
ware is shutting 
its doors

• Some of the 
best indepen-
dent stores for 
2016 have been 
acknowledged

A number of inde-
pendent stores around 
the country have been 
singled out as some of 
the best in 2016. Here 
are just a few.

Thrifty-Link 
Tenterfield

Tenterfield Hard-
ware & Garden Centre 
was awarded the 2016 
National Thrifty-Link 
Store of the Year prize 
by the Independent 
Hardware Group 
(IHG). Co-owner John 
Roberts said it was an 
honour to receive the 
industry accolade and 
attributed it to the 
efforts of his passion-
ate and dedicated staff. 
He told the Tenterfield 
Star:

Winning the award is 
a credit to the tremen-
dous people we have 
working here. It’s a 
small group of six but 
we work together and 
all have a genuine pas-
sion for helping locals. 
The great culture we 
have plays a pivotal 
role in the success of 
our business.

At the end of the day, 
it’s our customers who 
are the ultimate judge 
of what we do, and 
we’re very thankful to 
the extended Tenter-
field community for 

supporting us over 
many years.

The win follows a 
significant investment 
by Mr Roberts and 
his business partners, 
Geoff and Linda Nye. 
The store has a strong 
focus on camping 
supplies, nursery and 
outdoor furniture. 
Tenterfield Hardware 
& Garden Centre also 
won the state title.

https://goo.gl/SJu9Yu

MacKenzies 
Home Timber and 
Hardware

Goondiwindi busi-
ness MacKenzies 
Home Timber and 
Hardware has won 
the 2016 Queensland 
Store of the Year (over 
1,000sqm). The win 
comes after a period of 
significant growth, the 
result of a renewed fo-
cus on store presenta-
tion, customer service 
and range selection.

Owner Clive Quar-
termaine was on hand 
to receive the award 
on behalf of his family 
and hard working staff 
at the IHG national 
awards dinner.

https://goo.gl/wP-
k9YF

Margaret River 
Home Timber and 

Hardware

Store manager Paul 
Brown from Margaret 
River Home Timber 
and Hardware col-
lected the trophy for 
Western Australian 
Store of the Year (over 
1000sqm).

The win is the latest 
in a line of successes 
for the store, which Mr 
Brown puts down to a 
solid group of employ-
ees working together 
as a team, with a genu-
ine passion for helping 
locals. He told Marga-
ret River Mail:

We have people com-
ing into the shop who 
have been coming in 
for twenty years, they 
come to know the faces 
and the expertise of 
the people who work 
here and rely on their 
advice.

The store focuses 
heavily on local in-
volvement in commu-
nity groups, proudly 
displaying a banner 
above the retail count-
er listing the various 
associations and clubs 
they support. Own-

Top stores named and 
rewarded

continues next page

Tenterfield Hardware & Garden Centre

MacKenzies Home Timber and Hardware

http://hnn.bz/
https://goo.gl/SJu9Yu
https://goo.gl/wPk9YF
https://goo.gl/wPk9YF
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Top stores names and rewarded (cont.)

ers Lloyd and Anne 
Shepherdson said the 
community support 
is reciprocated and 
represents how the 
business is run. Mrs 
Shepherdson said:

I think it’s the culture 
of the organisation 
that is important. 
It is what we hear 
consistently, that the 
organisation is well 
known for having such 
a strong culture and 
that’s why people keep 
coming back.

This is where Paul 
has been fantastic, he 
certainly has been a 
great team leader and 
together with gener-
al manager Noelene 
Wilcox we have a great 
leadership team here.

https://goo.gl/1rEsME

Cowell Home Tim-
ber and Hardware

Owners Buzz and 
Hayley Fiegert of Cow-
ell Home Timer and 
Hardware received the 

SA and NT Store of 
the Year title, for stores 
less than 1000sqm. 
Mrs Fiegert told Eyre 
Tribune:

It is an honour to be 
recognised for the hard 
work our team have 
put into growing and 
improving our busi-
ness. We honestly had 
no idea that we would 
be heading up to the 
stage.

The store offers a 
large variety of build-
ing materials and tools 
to the Eyre Peninsula 
community in South 

Australia. It supports 
the town’s football, 
netball, cricket, bowl-
ing and lions clubs, 
the Franklin Harbour 
Tennis Association, 
and the Eastern Eyre 
Football League and 
Cricket Association.

The Fiegerts have 
owned and operated 
the store for more than 
10 years, and attribute 
success and growth to 
their employees. There 
are currently four 
staff employed at the 
store, in addition to the 
hours Buzz and Hayley 
put in. Mrs Fiegert 
added:

We have a great team 
who work well together 
and do whatever needs 
to be done. We also 
have the family sup-

port to help out with 
the kids.

https://goo.gl/fRpJXZ

Taree Produce 

Combined Rural Trad-
ers (CRT) have awarded 
Taree Produce as the 
2016 NSW Business of 
the Year. Owner Craig 
Allport has praised the 
dedication shown by 
staff. He told the Man-
ning River Times:

Being able to service 
Taree and the sur-
rounding communities 
over many years has 
been a privilege. With-
out the great staff we 
have at both our Wing-
ham and Taree stores, 
these kind of awards 
are not possible. 

Head of the CRT 

network, on behalf of 
Ruralco Holdings Lim-
ited, Greg O’Neil said 
the business stood out 
ahead of other CRTs. 
He said:

It has worked hard to 
ensure its diversified 
business model covers 
all rural markets in the 
region…They contin-
ually demonstrate a 
deep understanding of 
the needs of the local 
community.

The business has won 
this award five times 
as well as taking out 
national honours once. 

https://goo.gl/LHqYa5

Busselton store closing after long run
Father and son team 

Nick and Brian Wallace 
are closing the doors 
of their Home Timber 
and Hardware busi-
ness after 30 years of 
trading in Busselton 
(WA).

For the last 13 years, 
it had been competing 
against Bunnings, and 
saw a dramatic loss of 
customers over the last 
year which no longer 
made it viable to run. 
Brian Wallace told the 
Busselton Mail:

The line in the sand 
got crossed and we 
decided to call it a day.

Brian said his father 
Nick bought the 
business around 1986. 

The original store was 
called Prince Street 
Hardware. He said 
the business was so 
successful that they 
outgrew the building 
and had to look for a 
new location so they 
could meet demand.

My father spent two 
or three years looking 
for land where he could 
build a bigger store and 
ended up buying all 
the houses along here. 
He built the building 
and we had one very 
successful year trading 
out of here before 
Bunnings opened and 
it has not been easy 
since. Unfortunately it 
is the evolution of the 

industry.
Brian said the em-

ployees at the store 
were feeling a bit down 
and that a number of 
employees had been 
there since the busi-
ness started.

It broke dad’s heart, 

30 years he has been 
doing this, I have been 
in the business for 
more than 10 years and 
it has not been an easy 
thing.

They expect the 
store to remain open 
until mid-April while 

encouraging the local 
community to take ad-
vantage of the closing 
down sale.

https://goo.gl/
CQ0b4X

http://hnn.bz/
https://goo.gl/1rEsME
https://goo.gl/fRpJXZ 
https://goo.gl/LHqYa5
https://goo.gl/CQ0b4X 
https://goo.gl/CQ0b4X 
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Loganholme Mitre 10 prepares for battle
Development plans 

revealed that a Bun-
nings store would 
open this July at the 
Hyperdome Home 
Centre in Loganholme 
(QLD), where Mitre 10 
has been operating for 
10 years.

The news came after 
Bunnings pulled back 
from opening at the 
centre last year and 
shocked the centre’s 
Mitre 10 owner Ian 
Gill, according to the 
Courier Mail.

Mr Gill’s concern 
followed the closure of 
two hardware stores 
in the centre since 
2007 and a further five 
stores shutting shop 
between Springwood 
and Beenleigh.

He said the Home 
Centre, owned by 

Queensland Invest-
ment Corporation, 
should support and 
protect longstanding 
tenants, in particular 
after proposals to relax 
Sunday trading. He 
told the Courier Mail:

It’s a real concern. 
We already have three 
Bunnings located 
within a 10km radium 
of us. A store of that 
size in this area will 
have big impacts for 
us and most of the 
other tenants in the 
centre. We’ve already 
seen so many small 
businesses struggle 
to survive when the 
larger corporates open 
in their backyard. I’m 
not against compe-
tition — it’s a good 
thing — but a business 
such as Bunnings has 

a big leg up and when 
there’s already market 
saturation.

Hyperdome Home 
Centre centre manager 
Rob Mansfield said the 
“small-format” Bun-
nings was needed to 
cater for the growing 
demand in the commu-
nity. He said:

We are excited by 
what Bunnings can 

offer our community, 
not only in terms of re-
tail but potential jobs, 
learning and social 
enterprise.

Bunnings general 
manager property 
Andrew Marks said 
work would start soon 
on the new store in 
Loganholme, which 
had been an area of 
interest for some time. 

He said:
This tenancy is an 

opportunity for us to 
provide local residents 
access to the latest 
home improvement 
and outdoor living 
products and the best 
service.

https://goo.gl/L1uD-
wP

http://hnn.bz/
https://goo.gl/L1uDwP 
https://goo.gl/L1uDwP 
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http://www.merlinsoftware.com.au/
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• Australian 
company Downer 
EDI acquires New 
Zealand-based 
Hawkins Group

supplier update
Downer targets NZ 
construction boom

Infrastructure 
and mining services 
group Downer EDI 
has agreed to buy 
New Zealand builder 
Hawkins Group, as it 
expands operations in 
the Pacific nation.

Downer said the 
purchase price was 
confidential but it has 
been reported that the 
Australian firm has 
been on the hunt for 
acquisitions of be-
tween AUD50 million 
and AUD100 million.

The Australian 
company called the 
acquisition an excel-
lent strategic fit, saying 
it will complement 
existing capabilities 
and provide a platform 
for growth.

Hawkins is one of the 
biggest construction 
firms in New Zealand, 
with current contracts 
including building Wel-
lington Airport’s new 
control tower, Christ-
church’s town hall and 
Auckland’s Park Hyatt 
hotel.

It is regarded as 
second only to the size 
of Fletcher Building in 
the construction space.

The company was 
founded 70 years ago, 
and is being purchased 
from the current 
owners, the McConnell 
family.

Downer chief exec-

utive Grant Fenn said 
the acquisition would 
help his company ben-
efit from the booming 
construction activity 
in New Zealand, where 
an estimated NZD50 
billion (AUD45.9 
billion) is expected to 
be invested in non-res-
idential construction, 
over the next five 
years. Hawkins will 
continue to operate 
under its own brand.

The acquisition, ex-
pected to be completed 
by March 31, will be 
funded through exist-
ing debt facilities and 
be earnings accretive 
in its first year, said Mr 
Fenn.

Downer in February 
posted higher half-year 
profit and raised full-
year guidance, sug-
gesting its shift to rail, 
transport services and 
technology sectors was 
helping to offset the 
continuing decline in 
its core mining services 
business.

The company has 
built capability in oth-
er segments, particu-
larly in light rail design 
and construction, and 
utilities services, as it 
continues to reposition 
the business to service 
increased investment 
and outsourcing in 
public transport, 
communications and 

defence sectors.
Both Downer and 

Hawkins are confident 
deal won’t raise compe-
tition issues.

New Zealand’s Com-
merce Commission 
says it is up to Downer 
to seeks its approval 
to buy one of New 
Zealand’s biggest con-
struction companies 
if it suspects there are 
competition issues.

Downer spokesman 
Michael Sharp said 
the deal did not hit the 
threshold to trigger 
the need for Overseas 
Investment Office 
approval, but the Com-
merce Commission had 
been notified.

A commission spokes-
man said the clearance 
regime in New Zealand 
was voluntary.

Obviously not every 
acquisition is likely 
to create competition 
concerns, it depends 

entirely on the specific 
circumstances. So it is 
for Downer to com-
ment on whether they 
intend to file a clear-
ance application or 
seek advice on doing so, 
or if they already have 
taken advice on that 
matter.

Since 2002, Hawkins’ 
turnover had grown 
ten times from around 
NZD90 million to 
NZ900m, thanks to the 
strong economy and a 
shift into infrastruc-
ture, according to chief 
executive Geoff Hunt. 
He said:

The next stage was 
really to get a bigger 
owner, to enable the 
business to realise its 
potential.

https://goo.gl/
vSZmM1

https://goo.gl/S11E8d

Auckland’s Park Hyatt hotel.

http://hnn.bz/
https://goo.gl/vSZmM1 
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expected to ex-
pand its fleet of 
branded stores

Fairfax Media reports 
that stockbroker Mor-
gans is forecasting a re-
cord rollout of Beacon 
Lighting stores in the 
second half, including 
acquisitions from 
within the broader, $3 
billion lighting market.

Beacon’s trading 
conditions have 
“turned positive”, 
according to Morgans, 
and combined with the 
“step-up” in new store 
rollout, the operation 
should have “a solid 
12 to 18 months of 
growth”.

Half-year sales 
increased by 10.9% 
at Beacon to $109.2 
million but net profit 
slumped by 15% to $9.4 
million.

The lighting retail 
chain was negatively 
impacted by discount-
ing of lighting lines in 
the Masters’ inventory 
sale but now that it 
has shut down, Beacon 
is on track for a pos-
itive second half and 
new financial year.

The retailer, which 
has a $377 million 
market capitalisation, 
said comparative sales 
were positive in its 
company owned stores 
in the early part of 
the second half and 
with Masters gone it 
is focused on expand-
ing its market share 

through new stores, 
acquisitions and fresh 
product lines.

James Dunn, writing 
in Sharecafe, believes 
Beacon’s latest results 
show the effect of Mas-
ters’ closure. More than 
half a billion dollars of 
discount hardware was 
offloaded by Masters – 

and lighting was a part 
of that.

In managing to grow 
its same-store sales 
(company stores) by 
1.2% over the period, 
and maintaining its 
market share, Beacon 
felt that it competed 
against the Masters 
closure as well as it 
could – but inevitably, 
the gross profit margin 
was hurt, falling from 
65.9% to 62.1%.

At the time of listing, 
Beacon Lighting Group 
owned 71 stores with 
another 14 stores 
run as franchises. At 
present, after open-

ing four stores in 
2016 and buying back 
three franchise stores 
and converted them 
to company-owned 
stores, Beacon has 99 
stores, with eight oper-
ated as franchises.

The retailer said it 
wants to open six new 
company-operated 

stores in Australia each 
year: it says it has iden-
tified 47 potential new 
store sites. It is also 
investigating whether 
any ex-Masters store 
locations would suit a 
Beacon Lighting store.

The company is also 
looking to develop the 
other arms of its busi-
ness. In 2016, it bought 
Melbourne-based 
Masson for Light, an 
architectural lighting 
products supplier, and 
its manufacturing 
business, which devel-
ops bespoke lighting 
products. The Beacon 
Solar business sells 

solar power panels, 
inverters and systems, 
for both residential 
and commercial cus-
tomers, and specialises 
in customers wanting 
to move “off-grid”.

Since 2015, under the 
brand Light Source 
Solutions, Beacon 
has been the sole 
distributor in Austra-
lia and New Zealand 
for GE’s commercial 
and residential LED 
(light-emitting diode) 
lighting business.

Beacon Lighting 
Commercial works 
with commercial 
clients – such as office 
builders, residential 
developers, aged aare 
facilities, hotels and 
the retail industry – to 
provide lighting and 
project management 
services. Beacon Inter-
national is the group’s 
international whole-
sale lighting business, 
the job of which is to 
license the group’s 
intellectual property to 
global customers.

In 2016, Beacon set up 
international busi-
nesses in the US and 
Germany, to operate 
e-commerce and 
wholesale businesses 
in those markets.

https://goo.gl/
p3ZWod

https://goo.gl/Mgqb57

More Beacon Lighting
stores expected

retail update
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OneMix Rapid Set is a proportioned blend of 
cement, aggregate, sand and additives which 
requires no mixing – just add clean water. 
Hardens in 15 minutes, with a compressive 
strength of 25MPa when fully cured. Ideal for 
setting fence posts, letter boxes, and other 
non-structural uses in the home and garden.

OneMix Mortar is a ready to use proportioned 
blend of cement and sand suitable for brick 
and blockwork applications such as letterbox-
es, BBQs, garden edging, setting stonework 
and general purpose grouting. For use by 
both the professional or home handy person.

OneMix Concrete is a ready to use propor-
tioned blend of cement, aggregate and sand 
for use where a quality concrete is required. 
Compressive strength of 25MPa when fully 
cured. Suits smaller jobs such as pathways, 
slabs and garden edging. For use by both 
professionals and the home handy person.

OneMix Post Mix is a ready to use propor-
tioned blend of cement, aggregate and sand 
suitable for non-structural concrete applica-
tions. It’s an economical alternative to One-
Mix Concrete designed specifically for post 
hole applications. Compressive strength of 
15MPa - 20MPa when fully cured.

OneMix Paver Sand is a graded sand with a 
bonding agent additive and is suitable for fill-
ing joints in paving applications. Sunstate has 
access to a range of sand products suitable for 
paving applications and landscaping works. 
Other sand products can be made available 
depending on market demand.

OneMix is a new range of bagged drymix products, 
Australian made with Australian materials by Sunstate 
Cement. OneMix is shipped in state of the art Form-Fill-
Seal plastic packaging technology, in 10kg, 20kg and 
30kg sizes, for convenience and excellent shelf life.  PH: (07) 3895 9800 

FAX: (07) 3895 9801
enquiries@onemix.com auwww.onemix.com.au

mailto:enquiries%40onemix.com%20au?subject=HINEWS%3A%20
http://onemix.com.au/
http://onemix.com.au/
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The Australian Bu-
reau of Statistics (ABS) 
has released statistics 
for retail sales during 
the month of January 
2017. The overall retail 
statistics show a mild 
upward trend, with 
the trend estimate 
lifting by 0.2% and the 
seasonally adjusted 
estimate rising by a 
0.4%. 

Household goods re-
tailer — which includes 
hardware sales — saw 
its trend estimate rise 
by 0.2%, while the 
seasonally adjusted 

estimate increased 
by 1.4%. However, the 
trend estimate for 
hardware retailing fell 
by 0.6%.

On a trailing 
12-month basis (Feb-
ruary 2016 to January 
2017), all the states and 
territories except for 
the Northern Territory 
showed improvement. 
NSW had the strongest 
performance, increas-
ing by 11.54%, followed 
by ACT at 9.61%, then 
WA at 6.17%. TAS rose 
by 4.67%, QLD was up 
4.15%, and VIC climbed 

by 3.26%. SA was up 
2.84%. The Northern 
Territory saw a decline 
of 6.24%.

On a month-to-
month comparison by 
the raw figures, NT 
showed the steepest 
percentage rise, up 
21.80%. ACT was up 
10.20%, QLD was up 
9.89%, and NSW rose 
by 9.70%. SA rose by 
5.30% andTAS lifted 
by 5.01%, followed by 
VIC at 3.29%. WA had 
the lowest increase 
for the month at just 
2.96%. Australia overall 

showed an increase of 
6.86%.

In terms of revenue 
amounts, NSW led 
with $390.6 million, 
followed by VIC with 
$398.7 million, and then 
QLD with $315.5 mil-
lion. Overall spending 
throughout Australia 
was $1490.8 million.

The annual percent-
age change chart is 
continuing to show the 
tendency it has had 
over the past year and 
more, with the per-
centage increases all 
confined to a narrow 

a few  
quick stats:

• Houzz has 
released its 2017 
“State of the In-
dustry” report on 
the US market.

• Most profession-
als are optimistic 
about 2017, and 
many cite 2016 
as having been 
an exceptionally 
good year.

• Half report that 
they expect their 
revenue to grow 
by over 10%.

• However, mate-
rial and labour 
costs are eroding 
their margins.

statistics
Sponsored by

Hardware retail sales 
January 2017

Chart 1: Percent change for trailing 12-month hardware retail sales to January 2017

http://hnn.bz/
http://abscosheds.com.au/
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band. As HNN has 
remarked before, this 
tends to indicate that 
“macro” features of the 
environment are domi-
nating over more local, 
state-based influences. 
Only the NT seems to 
have broken out of this 
pattern, as it records a 
decrease not quite as 
steep as the increase 
it experienced for the 
year to January 2016.

Without major events 
to disrupt the trends 
shown, it seems quite 
likely that both Feb-
ruary and March will 
show a similar con-
finement to a narrow 
range of growth across 
the states and territo-
ries. This could depress 
further, as we exit the 
main house-buying 
season, which could be 
a trigger for a further 
decrease in construc-
tion activity as for-
ward sales estimates 
drop.

stats

Chart 3: Retail sales for hardware month of January, state/territory figures

Chart 2: Retail sales for hardware year to January, state/territory figures

http://hnn.bz/
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• Adelaide Brigh-
ton experienced 
challenging 
conditions, but 
managed to 
retain overall 
profitability.

• Sales volumes in 
Australia fell for 
cement, while 
prices increased.

• However a differ-
ent geographic 
mix contributed 
to reduced earn-
ings

• Regional markets 
returned a varied 
performance, 
with both NSW 
and VIC doing 
well

Australian construction products company 
Adelaide Brighton has reported its results for its 
FY2016, ended 31 December 2016. Revenue from 
continuing operations came in at $1392.2 million, 
a fall of 1.2% on the previous corresponding 
period (pcp) which was the 12 months to 31 
December 2015. While volume sold for many 
products declined, prices improved, resulting in 
the small decline in revenue. 

Earnings before interest and taxation (EBIT) 
was $266.1 million, down 10.9% on the pcp. Net 
profit after tax (NPAT) was $186.3 million, down 
10.4% on the pcp. 

However, the company pointed out that 
much of the fall in EBIT and NPAT was due to 
a decline in property sales for the year. For the 
reporting year, property contributed $7.9 million 
to NPAT, while in the pcp it contributed $34.9 
million. Exclusive of property, EBIT rose by 1.6% 
to $257.7 million, and NPAT rose by 3.1% to $178.4 
million.

Divisionally, external operating revenue from 
cement, lime, concrete and aggregates was 
$1498.6 million up by 1.8% over the pcp. Revenue 
for concrete products was $149.2 million, up 
0.9% on the pcp. Revenue from freight opera-
tions declined for the year, down by 22.66% on 
the pcp, at $97.3 million. The largest expense line 
item, elimination of joint venture and associate 
revenue, was $356.9 million, up by 6.44% on the 
pcp.

Joint ventures showed positive growth. ICL 
(cement distribution), 
contributed $10.5 million 
in profit after tax, up by 
33% on the pcp. Sunstate 
Cement, a 50% joint venture 
with fellow Australian 
building products company 
Boral, contributed $11.0 mil-
lion to profit after tax, also 
up by 33% on the pcp. Other 
joint ventures contributed a 
further $9.4 million to profit 
after tax, up 77% on the pcp.

Australian market overview

The lower exchange rate for the AUD saw the 
effective price of imports increase. Import costs 
were up $7 million before tax, as compared to 
the pcp.

Cement and clinker

For Australia overall, sales volumes fell by 4%. 
The selling price of cement increased in most 
markets. However, a different geographic mix 
for demand meant that overall prices obtained 
decreased, particularly in the second half of 
2016. Margins on cement were also negatively 
affected as sales volumes slipped and energy 
costs increased.

Lime

Overall sales volumes were close to those for 
the pcp. The selling price of lime increased in-
line with inflation (under 2%). Negotiations over 
natural gas contracts brought an added pre-tax 
benefit of $8 million compared to the pcp, as 
prices came down.

The alumina sector has come setbacks in the 
first half due to changed customer require-
ments. Non-alumina reached stable, higher 
levels of demand in the second half of the year.

Adelaide Brighton 
Results FY2016

Adelaide Brighton
2016 2015 Change

Sales revenue 1396.2 1413.1 -1.20%

Earnings before interest 
and taxation (EBIT)

266.1 298.6 -10.88%

EBIT excluding property 257.7 252.7 1.98%

Net profit after tax (NPAT) 186.2 207.8 -10.39%

Earnings per share $0.287 $0.320 -10.31%

AUD Millions
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Concrete and aggregates

The average selling price of aggregate im-
proved by 3.7%, and margins improved. The 
Sydney, NSW market was particularly active.

Concrete products

Full year revenue grew by 0.9% over the pcp 
to reach $149.2 million. Sales were strong in 
the first half, but fell in the second half due to 
weather concerns, project delays, and competi-
tion. With higher volumes, margins lifted, and 
the result was aided by increased prices and 
operational cost reductions. Premix concrete 
prices rose by 3.7%. It is estimated that further 
production innovations will lift margins in the 
future.

Regional market performance

In NSW the residential sector has contin-
ued strongly, and infrastructure projects are 
ramping up, especially in road and rail projects. 
The non-residential sector is also showing some 
increase in demand.

For VIC, multi-unit residential construction 
created strong demand, with non-residential 
construction also picking up. Infrastructure 
spending is expected to grow in 2017. Demand 
has increased for cement, clinker, concrete and 
aggregates.

QLD performed well. There was continued 
strength in demand from residential construc-
tion as well as infrastructure projects. This 
translated into sales of cement, clinker, concrete 
and aggregates. QLD acquisitions are reported 
as performing above projections.

Cement &  
Clinker

Concrete &  
Aggregates

Concrete  
Products

NSW
• Sales volumes strong 
• Demand for aggregate increased
• Sydney aggregate demand 
increasing as standard reserves 
depleted

VIC • Volumes affected by weather

QLD • Demand for aggregate increased
• Sales volumes strong

SA
• Demand increased as normal sales 
resumed to a major mining customer
• Sales boosted by start of major infra-
structure projects.
• Sales will get a boost from infrastruc-
ture projects in 2017 and 2018

• Volume demand recovered • Volumes affected by weather

WA
• Sales volume declines 20%, weak 
residential, non-residential and resource 
construction projects 
• Reduced demand for cement for 
residential and resource construction 
projects

NT
• Sales volume declines 20%, weak 
residential, non residential and resource 
construction projects 
• Reduced demand for cement for 
residential and resource construction 
projects
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SA had some positive developments. Demand from resi-
dential construction continued to be strong, and demand 
from infrastructure projects started in 2016 has increased. 
Sales to the mining sector have also picked up. Adelaide 
Brighton’s acquisitions in SA are performing above fore-
casts.

Market demand in WA declined. Sales volume was down 
by 20%. Demand from residential, non-residential and 
resource construction projects was poor. NT had similar 
volume reduction, resulting from a similar fall in demand.

Details

For more details of specific product lines in states and 
territories, please see Table 1.

Analysis

The three areas of demand that provide the most sup-
port for construction supply companies such as Adelaide 
Brighton are the resources/mining industry, residential and 
non-residential construction, and transportation infrastruc-
ture projects. 

While some parts of the mining industry have returned 
to modest growth in 2016, this is unlikely to be a major area 
during 2017 and 2018. 

Residential and non-residential construction seem set to 
continue in a state of flux during 2017. The Organisation 
of Economic Cooperation and Development (OECD) has 
pointed out that Australia’s residential housing market is 
fragile. state and federal governments are adept at keeping 
it just barely in balance, but slowing wage growth makes it 
increasingly susceptible to external shocks.

These risks, and the continuing decline of Australia’s 
manufacturing sector, make it more likely that high priority 
transportation infrastructure projects will receive needed 
funding, though timing issues could see this delivered late 
in the third calendar quarter of 2017. If this occurs, 2017 
could see Adelaide Brighton experience another year of flat 
performance for 2017, followed by improved performance in 
2018.

http://hnn.bz/
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• Revenue from 
residential 
construction con-
tinued to buoy 
the company’s 
results, even as 
some infrastruc-
ture revenue 
decreased.

• Boral CEO Mike 
Kane expects 
housing to 
continue to grow 
over at least the 
next two years. Australian-based global building products 

company Boral has released its results for the 
first half of FY 2016/17. Unusually wet weather 
had impeded earnings during the first quarter 
of FY 2016/17. However, unusually, Boral found 
trade to be sufficiently brisk during the second 
quarter for it to more than make up for the 
initial lower level of earnings. 

As ever, Boral remains a complex network 
of acquisitions, expansions and sales, so that 
much of its relevant financial performance 
information is qualified. Revenue came in at 
$2092.9 million, down by 4.59% on the previous 
corresponding period (pcp), which was the first 
half of FY 2015/16. Revenue from continuing 
operations (fco) was $1893.9 million, down 3.16% 
on the pcp. Earnings before interest and taxa-
tion (EBIT) before significant items was $210.9 
million, up 5.71% on the pcp. EBIT fco was $187.8 
million, down 2.24% on the pcp.

Net profit after taxes (NPAT) before significant 
items was $149 million, up 9.08% on the pcp. 

Statutory NPAT was $153 million, up 12% over 
the pcp.

On 31 October 2016 Boral announced it would 
sell its 40% stake in the Boral/CSR Bricks joint 
venture to CSR, which held the other 60%. On 21 
November 2016 Boral announced its acquisition 
of US firm Headwaters, 

Markets

Boral is often considered an infrastructure 
construction supply company. It does rely on 
the Australian roads, highways, subdivisions 
and bridges (RHS&B) category for 26% of its 
revenue, and on Australian non-dwelling 
construction for a further 12%. However, it also 
draws 31% of its revenue from residential con-
struction and renovation activity in Australia, 
and a further 16% from residential construction 
in the USA.

The respected CEO of Boral, Mike Kane, has 
made comments both to the mainstream media 

Boral Results  
FY2016/17 first half

The LNG shipping facility on Queensland’s Curtis Island completed in October 2016. The project is estimated to have used 
over 417,000 cubic metres of concrete. Boral is confident it can find further sources of demand.
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and investment analysts regarding what he sees 
as a very robust housing construction market, 
for both single-unit and multi-unit dwellings. 
Mr Kane’s quotable comment was that the Aus-
tralian dwelling construction market is “the gift 
that keeps on giving”. 

He, along with a number of housing industry 
analysts, are of the firm opinion that warnings 
about a collapse in Australia’s housing market 
“bubble” given by the Organisation for Econom-
ic Cooperation and Development (OECD) and 
other commentators are overly pessimistic.

In his opening remarks at the analyst presen-
tation, Mr Kane said:

Non-residential construction in the first half 
was estimated to be 6% lower than the first half 
last year. In residential markets, total housing 
is estimated to have reached a record high at 
around 232,000 starts in financial year 2016.

In the first half of this year, starts moderat-
ed by an estimated 4% to an annualised rate 
of 227,000 which remains historically strong. 
Market forecasters are expecting approximately 
212,000 starts in financial year 2017. I remarked 
earlier to some reporters, the housing mar-
ket in Australia is a gift that keeps on giving. 
Alterations and additions activity was broadly 
steady in the first half. 

Boral notes that housing starts continue to 
grow at a rate above 6% in the states where the 
company sells tiles and bricks. Residential con-
struction has lifted the market in South Korea. 
Thailand and Indonesia have had subdued rates 
of growth, and the Chinese market continues to 
contract.

In terms of RHS&B, the market experienced 
a 5% increase during FY 2016, and is expected 
to grow by 25% in FY 2017. While several infra-
structure projects have matured and will cease 
to be a source of sales for Boral, others are 
expected to take their place. 

Boral Australia

 As of 1 July 2016, Boral combined its building 
products division with its construction mate-
rials & cement division to form the new Boral 
Australia division. This means that there are 
now three reporting divisions: Boral Australia, 
USG Boral and Boral USA.

With liquified natural gas (LNG) infrastruc-
ture projects completed for QLD’s Curtis Island 
and near completion for the WA Wheatstone 
site, along with the winding down of the Baran-
garoo urban renewal project in NSW, revenues 

for this division were down 4% on the pcp. 
On the positive side, in addition to ongoing 

strong housing construction, especially in QLD, 
NSW and VIC, revenue was also boosted by the 
early stages of a number of infrastructure proj-
ects, including for NorthConnex and the Pacific 
Highway in NSW.

EBIT also declined, down 3% on the pcp to $164 
million, and down 5% excluding property sales.

Concrete

The decline in demand due to the LNG and 
Barangaroo projects winding down resulted in 
lower earnings for this business, down 3% to 
$687 million, as volumes fell by 4%. Concrete 
prices increased in NSW and QLD, but the 
different geographical mix of sales meant the 
effective overall price increase was around 1%.

Quarries

While eastern states boosted demand for 
quarry products, but increased national volume 
by just 1%, as demand in other sectors declined. 
While like-for-like aggregate prices rose by 
1% nationally, the average selling price fell 1% 
nationally.

Asphalt

This product was particularly affected by un-
usually high levels of rain in Australia from July 
to September 2016, but recovered strongly from 
October to December. Earnings grew through 
increased earnings, even as volumes fell due to 
the completion of major road projects.

Boral
2017H1 2016H1 Change

Revenue 2092.9 2193.7 -4.59%

Revenue fco* 1893.9 1955.6 -3.16%

Earnings before interest 
and taxation (EBIT) bsi^

210.9 199.5 5.71%

EBIT fco* 187.8 192.1 -2.24%

Net profit after tax (NPAT) 
bsi^

149.0 136.6 9.08%

Earnings per share $0.161 $0.159 1.26%
AUD Millions

*fco - from continuing operations
^before significant items
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Cement

Lower volumes of wholesale clinker con-
tributed to external revenue for this product 
declining by 4% over the pcp to come in at $154 
million. This was despite a 3% lift in overall ce-
ment volumes. Prices for bulk cement climbed 
by 1%, and by 3% for packaged products.

Other

Concrete placing revenue fell due to the com-
pletion of work at Barangaroo, NSW. Property 
brought in $9 million, up from 
$5 million in the pcp. Results for 
timber and roofing were broad-
ly flat. For Bricks WA, volumes 
fell by 34%, and prices were also 
down, by 4%. Despite the decline, 
Boral says the business remains 
profitable.

USG Boral

Income from Boral’s share in 
this venture was $40 million, up 
25% on the pcp. In the underly-
ing business, revenue increased 
by 2% over the pcp to reach $735 
million, while EBIT grew by 28% 
over the pcp to reach $117 million.

Sheetrock® plasterboard sales 
are the main driver of this 
improvement. The product has 
a general 5% price premium on 
the market. In Australia board 
volumes increased by 8%, and 
average selling prices rose 3%, in 
response to the high volume of 
sales. Prices will lift further in 
2017.

Boral USA

The results for this division 
were affected by both the for-
mation of a joint venture with 
Forterra Bricks (now known as 
Meridian Brick), and the acquisi-
tion of Headwaters Inc. Overall 
revenue fell 10% to USD307mil-
lion (AUD410 million). Excluding 
the brick business, which was 
affected by some accounting 
requirements, revenue grew by 

6%, according to Boral.
In his opening remarks to the analyst presen-

tation, Mr Kane outlined his views on the US 
housing market:

In the USA, the housing market recovery 
continued with total housing starts growing 
3% to an annualised rate of 1.18 million starts 
in the first half. Single family starts were up 6% 
nationally, and even more so in our states, up 9% 
in our tile states and 7% in our brick states. On 
average, market forecasters are expecting total 
US starts to lift to approximately 1.25 million in 
financial year 2017.

Slide from Boral presentation.
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Analysis

The strategy underlying much of Boral’s 
ongoing success emerged from a question one 
analyst asked Mr Kane during the results pre-
sentation. Peter Steyn of Macquarie asked:

Just a quick question on your thoughts around 
the residential market. You mentioned it being 
the “gift that keeps on giving”, but your com-
mentary on the USG Boral JV suggests that it’s 
getting a little bit more opaque as you move into 
2018. USG’s commentary about growth 2017 over 
2016 in the JV in total seemed to be a little more 
muted on some of the expectations coming out 
of the Australian residential market in particu-
lar. 

Can you give us a sense about how you think 
about that, the roll-off and the impacts for your 
business.?

Mr Kane responded:
Frankly, as we look at our forward order book 

we’re not seeing any dramatic changes in the 
Australian housing market. So I’ve been having 
this debate for two years now. I think it was 
two years ago everyone didn’t like my outlook 
because they thought housing was going to 
collapse in Australia. I think they were wrong. 
Frankly there’s no imminent collapse. There 
were 212,000 housing starts. If we can sit here or 
around here or within 10% of this for a long peri-
od of time to come, it would be extraordinary.

...
We’ve proven the proposition that you can get 

a price premium — at the same time gain share 
with a differentiated product. We’ve differentiat-
ed a commoditised sector. We’re now three years 
into this. The proof is in the pudding. 

So I’m very positive about that. Sure, I expect 
ultimately a moderation in the housing market 
in Australia. I expect it to get back somewhere 
between the 150,000 starts and 180,000 starts 
that normally equates to a normal housing mar-
ket. I don’t know when that’s going to happen.

At the current drop-off rate, 4% a year, it’s go-
ing to be quite a while before we get there.

This ability to decommodify a portion of 
the building products market is what really 
marks Boral out. Without that kind of product 
presence, earnings come down to largely passive 
inputs such as demand volume and availability/
pricing, the latter of which often ends up being 
able to accurately forecast the former. 

Having a differentiated product not only 
results in a price premium, and a more accurate 
forecast of demand, but also means that in a 
declining market the product is also likely to 
experience a buffering effect, with its demand 
slowing at a lower rate than the surrounding 
market.

http://hnn.bz/
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• Fletcher con-
tinued to grow 
through difficult 
times, even as 
the earnings 
contribution from 
Australia fell.

• Some building 
supplies, such 
as plasterboard, 
continued to 
perform well.

• The International 
and Distribution 
divisions of the 
company were 
the “stars” for 
this half of the 
financial year.

New Zealand building products and construc-
tion company Fletcher Building has reported its 
results for the first half of FY 2016/17. Sales reve-
nue was reported at NZD4613 million, up 4.04% 
on the previous corresponding period (pcp), 
which was the first half of FY 2015/16. Earnings 
before interest and taxation (EBIT) was NZD294 
million, up 2.08% on the pcp. 

Net earnings were NZD176 million, an increase 
of 2.33% on the pcp. Net earnings before signif-
icant items were NZD187 million, up by 18% on 
the pcp

The company reported that operating earn-
ings before significant items were NZD310 mil-
lion, up 12% over the pcp. Net earnings before 
significant items were 
NZD187 million, up by 
18% on the pcp.

From a geographic per-
spective, the company 
notes that the contri-
bution of Australia to 
revenue fell, and this dif-
ference was absorbed by 
an increased contribu-
tion from New Zealand, 
while the contribution 
from Rest of World 
(RoW) remained steady. 
However, from an EBIT 
perspective, the contri-
bution of both Australia 
and New Zealand fell, 
while RoW contributed 
17% in the current half, 
up from 9% in the pcp.

From a divisional 
perspective, contribu-
tion to EBIT by building 
products slipped 2% on 
the pcp to NZD 129 mil-
lion. Construction also 
fell, by 33% on the pcp to 
NZD24 million. Inter-
national EBIT grew by 
32% to NZD70 million. 

Distribution grew by 31% to NZD84 million, and 
residential and land development grew by 25% 
to NZD30 million. (See Figure 1.)

Building Products division

Revenue fell by 12% and EBIT fell by 2% on the 
pcp. Concrete pipes and products saw ready-
mix concrete volumes grow by 4%, and New 
Zealand concrete pipe volumes increase by 12% 
on the pcp. New Zealand cement and aggregate 
volumes both rose, by 5% and 24% respectively 
on the pcp. Plasterboard volumes were up 9% 
overall, and in plastic pipes Iplex Australia vol-
umes rose by 2% on the pcp.

Results for FY 2016/17 H1

Category 2016/17 
H1

2015/16 
H1

Change

Sales Revenue 4,613.0 4,434.0 4.04%
Earnings before 

interest and 
taxation (EBIT)

294.0 288.0 2.08%

Net earnings 176.0 172.0 2.33%
Earnings per 

share before 
significant items

$0.25 $0.24 3.28%

NZD millions

Fletcher Building 

Fletcher Building  
Results FY2016/17 H1
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Competition

In response to an analyst’s question about 
increased competition in the New Zealand mar-
ket for building products, Fletcher’s CEO Mark 
Adamson replied:

I think we’ve seen some capacity in some 
areas come on-stream, I’m thinking the concrete 
pipes business, but we’re well on top of that. 
We’ve seen Boral have almost replaced in some 
respects the Knauf volumes that troubled us 
a number of years ago and have won the odd 
account. But, our issue in wallboards at the 
moment, and the management [time] is more 
focused on bringing more capacity on-stream, 
whilst obviously keeping a weather eye on 
Boral’s entry.

We’ve digested, and we believe the fairly seis-
mic change in the [holistic] business model, and 
as I said, pricing has remained flat and volumes 
have been reasonably strong, driven by the un-
derlying macros. So, across the portfolio we ha-
ven’t seen a great deal of change in distribution. 
PlaceMakers have probably been the superstar, 
along with Mico, in terms of taking share and 
advancing earnings.

Increasing capacity

Asked about what the company was doing 
to increase capacity, Mr Adamson replied that 
he was cautious about 
adding too much extra 
capacity that would then 
need to be unwound 
later. As an example, he 
nominated the company’s 
approach to Golden Bay 
Cement:

We’ve got Golden Bay 
Cement that’s right up 
against the top of its 
capacity doing operating 
efficiency improvements, 
OEEs, to try and get that 
extra 5% or 10% out, and 
switching some of the 
swing volumes around 
export. 

He added that a similar 
approach was being used 
with wallboards:

And similarly, with wall-
boards, we’ve actually 
initially switched to 

somewhat of an import model for peak capacity, 
and are looking at further ways of expanding 
the capacity of the plant. 

Mr Adamson summarised his points by saying 
the increase in capacity was well below 30%, 
and more in line with between 5% and 10% 
growth.

International division

In Laminex, New Zealand had revenue growth 
of 9%, and EBIT growth of 75% on the pcp, while 
Australian EBIT grew by 3%. For Formica, Asia 
and North America saw volume sales increase 
by 3%, with Asia’s revenue growth up 7%. In the 
roof tile group, revenue fell 7% and EBIT fell by 
NZD4 million on the pcp, largely due to poor 
results in Africa.

While overall EBIT grew by 32%, EBIT for its 
Formica operations increased by 113%, and EBIT 
for Laminex operations increased by 10%, with 
good performance in both Australia and New 
Zealand.

In response to a question from an analyst 
regarding the poor revenue result for Laminex 
in Australia, which slipped by 5%, Mr Adamson 
said:

I think in terms of the Laminex business, it is 
particularly heavily, probably more so than the 
macroeconomics of Australia would suggest, 
exposed to WA for historic reasons, and it has 

Figure 1: Detail from Fletcher Building presentation slide
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a massive effect. I think they’re down 43% in 
WA with the single-family resi coming off there. 
And I think in terms of earnings for Laminex as 
well, it’s worth referencing that they do have a 
50% joint venture arrangement in a particularly 
profitable sawmill, along with Wesfarmers, and 
those earnings are massively down in WA. 

Mr Adamson also noted that while multi-unit 
dwelling construction continued to grow in the 
Australian market, Fletcher was underexposed 
in that area.

Formica

Asked about why this division continued to 
underperform in terms of return on funds in-
vested (ROFI), Mr Adamson detailed some of the 
structure of this division:

So, what you’ll see from the three elements, 
the three main elements of international which 
are the three Formica divisions, is in Asia, we 
had two years where we digested a massive 
increase in capacity. You know, we built the 
biggest — one of the biggest plants Fletcher’s 
owns up there in Jiujiang and as I predicted, it 
would take 18 months to two years to digest the 
overhead. We’re now at a point where that has 
been digested, and all the revenue growth that 
the new management team up there are driving 
is dropping through to the bottom line and has 
really only started....

Europe has only just started the turnaround.... 
Really impressive work that they’re doing, 
but again, only started. that will continue to 
increase ROFI. I think North America is extreme-
ly-well-run, it throws off a lot of cash in terms of 
its earnings profile. It’s starting to peak short of 
anything dramatic in the macroeconomic envi-
ronment, but it still will incrementally edge out 
more earnings. So, you know, I’m targeting that 
business with — in the relatively short-to-medi-
um term, getting the double-digit ROFI, from its 
current 7%.

Distribution division

Australian steel distribution saw operating 
earnings grow by 25%, as a new customer 
service proposition was launched. New Zealand 
steel distribution saw operating earnings grow 
by 47%. Steel volumes in New Zealand improved 
by 14%.

New Zealand building suppliers saw operat-
ing earnings up 21%, while Australian building 
supplies had flat revenue, as sales fell sharply in 

both Western Australia and South Australia.
Commenting on the good performance for this 

division, Mr Adamson said:
The teams have capitalised on the heightened 

activity in the New Zealand market, as well 
as making gains in market share and operat-
ing efficiency. Meanwhile, the Australian steel 
operation benefitted from tight cost control and 
improved customer service proposition.

Residential and land develop-
ment division

Gross revenue increased by 51% on the pcp to 
NZD163 million. EBIT grew to NZD30 million 
with New Zealand residential up by NZD1 mil-
lion on the pcp, and land development up from 
NZD0 contribution to NZD5 million. Funds 
employed increased by 62% to NZD477 million, 
while return on funds employed (ROFE) slipped 
from 16% to 13%. 

Construction division

Gross revenue grew by 54% on the pcp to reach 
NZD1150 million. For New Zealand, revenue was 
up 29% (excluding Higgins). South Pacific EBIT 
grew by NZD13 million on the pcp. However, 
EBIT fell by 33% to NZD24 million.

In his introductory remarks, Mr Adamson, 
commented on the disappointing performance 
of this division:

This reflected the timing of some major proj-
ects, bid costs incurred in the period, a reduced 
contribution from Fletcher EQR, and losses 
incurred on one major construction project. 
While disappointing, we are working hard to 
address the issue and do not expect to see the 
same impact in future periods.

On the positive side, Higgins has been per-

Fletcher’s view of its activities
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forming well ahead of our expectation and we 
expect it to contribute meaningfully to FY 2017 
earnings. Recently it was also invited to join a 
consortium of four companies to rebuild State 
Highway 1 in the top of the South Island, follow-
ing the Kaikoura earthquake in November last 
year.

Partially a result of the Higgins acquisition, 
but also on the back of final margins on several 
key projects in Papua, New Guinea and Amer-
ican Samoa, South Pacific earnings increased 
NZD13 million year-on-year.

In response to a question by analyst Emily 
Smith of Deutsche Bank, Mr Adamson went 
into some detail about the problems with con-
struction. He indicated that many of the prob-
lems in construction had to do with a single 
client, which he could not name. He said:

Client confidentiality prevents me from dis-
cussing it or referencing, or even giving indica-
tions as to which job it is, but the losses that we 
booked in the first half are in the order of the 
tens of millions.

Mr Adamson also defended Fletcher’s general 
performance in construction:

And I think it’s worth referencing, whilst we’re 
not flippant, and certainly don’t take this lightly, 
that as a major construction company we do a 
good job, by and large. This is the first time in 
five or six years where we’ve had an issue of this 
nature and there’s nothing within that business 
to suggest that it isn’t a one-off, and that it won’t 
reoccur.

South Pacific

Asked about the sustainability of income from 
this source, Mr Adamson replied:

In terms of South Pacific, they’ve been a bit of 
a superstar in the portfolio from when I walked 
through the door and didn’t like the look of 
the business at all, it was making about NZD12 
million. They’ve nearly doubled that level of 
earnings the last couple of years. This will be no 
different. I don’t believe, if you manage the risk 
profile, because obvious-
ly managing contracts 
in South Pacific has a 
particular risk to it, and 
we’ve got to return far in 
excess of what we’d expect 
in New Zealand, 15%, 16% 
is not unusual. But, we’re 
very, very careful what we 
take on.

Tradelink

Not too long ago, there was a strong rumour 
that Fletcher was considering selling off Trade-
link, but that seems to have been replaced by 
a determination to turn this operation around. 
Mr Adamson summarised some of the turn-
around efforts:

Tradelink has opened 16 new branches, 
improved gross margins, launched a strong cus-
tomer service proposition and driven targeted 
SME sector growth initiatives, while rationalis-
ing its overhead cost structure to enable future 
top-line and earnings growth. 

However, Mr Adamson admits that these 
investments have yet to show proper return. He 
blames this largely on the slowdown in Western 
Australia and South Australia, which resulted in 
a flat result for its operations.

Angus Simpson, an analyst with UBS Invest-
ment Bank, asked about what was going on 
with Tradelink, and whether it would reach the 
NZD28 million EBIT goal that had been set for 
the complete FY 2016/17. Mr Adamson replied:

We’ve backed off that NZD28 million for a 
couple of reasons, really. The first is, we were 
disproportionately exposed to WA and SA. So, 
overall they’re not massive parts of our portfo-
lio in Fletcher Building, they’re about 15%, but 
with 30-odd-percent down across most of the 
business units we have in WA/SA, I think a lot of 
industries out there are....

I think we’ve also decided, given the initial suc-
cess of the store rollouts, to roll out more, and 
faster. Obviously, it takes a good few months for 
those to reach profitability, and in the first few 
months, therefore, they contribute a loss. It’s 
somewhat counter-intuitive. But I think we’d 
rather look to build this business for the long 
term, and therefore we’ve took that decision, 
to slow the earnings growth and to build that 
momentum around the SME.

So, I think — I’ve characterised Tradelink as we 
still believe in the strategy and the people run-
ning it, it’s harder yards and it will take longer.

The Tradelink showroom at Alexandria, NSW. Evidently competing with Reece.
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Analysis

Fletcher Building is a large-scale, highly glo-
balised business that is difficult to consider as 
a single entity. As with Boral and other compa-
nies in the building supplies business, one of its 
critical factors is how well it handles matching 
demand with supply. The nature of the business 
is that there is a time-lag to upscale capacity, 
and that capacity once established is difficult 
to mothball for the future. Thus management 
is largely a matter of working out the minimum 
profitable supply to booming markets, balanced 
against how much infrastructure can be sup-
ported during market lows.

The Formica business is very much an ex-
ample of this. While this part of the business 
is doing very well, the extra investment in ca-
pacity to enable increased market penetration 
and sales was large enough that it is still being 
“washed through” the numbers. One reason the 
company can be confident that it has not pro-
duced troublesome over-capacity for the future 
is that the business is highly global, with strong 
markets in both Europe and North America.

It’s interesting that Fletcher has also come 
to regard itself as an expert in turning around 
troubled business divisions. Iplex, which makes 
plastic piping, is an example of such a turn-
around. Mr Adamson commented on Iplex that:

I don’t want to go into too much detail, but 
you look at Iplex’s turnaround, started as a cost 

turnaround. The latest six months has been 
about market share, and it’s done particularly 
well regaining market share in some of its seg-
ments where previously it had reduced.

Tradelink, the company’s plumbing supplies 
distribution business, has turned out to be a 
much more troubled turnaround story. While 
Mr Adamson was quick to blame the slowdown 
in both South Australia and Western Australia 
for its underperformance during the half, the 
reality is that the company has a poor record for 
consistency of supply and customer service. 

It is also going up against considerable com-
petition. Not only does the established master 
of plumber/consumer supply in Australia, the 
Reece Group, continue to grow and prosper, but 
smaller independent operations such as Samios 
are having an impact as well. It is also very 
evident that Bunnings is planning to expand 
in this area, with ramped-up in store displays, 
and a good use of retail space scale to attract 
customers.

On the positive side, all that market activity 
is taking place because bathroom renovations 
are likely to be more of a focus both during the 
remainder of FY 2016/17 and into FY 2017/18. 
Whether Tradelink can supply the right prod-
ucts and win back customers will be something 
we can better answer in early calendar 2018.

http://hnn.bz/
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• Innovative prod-
ucts such as Car-
oma Cleanflush 
toilets continued 
to perform well.

• However the 
door and access 
division contin-
ues to underper-
form.

• The company 
sees high sales 
growth in NSW, 
but more sub-
dued growth in 
VIC.

• WA remains 
a particular 
problem for GWA, 
as the market is 
in decline, and 
the company is 
heavily exposed 
to that region.

Australian plumbing fixtures company GWA 
Group has released its results for the first half 
of FY 2016/17. Overall revenue fell slightly, com-
ing in at $223.4 million, down by 0.68% over the 
previous corresponding period (pcp), which was 
the first half of FY 2015/16. On a from continuing 
operations basis (fco), revenue rose by 1.48% 
over the pcp, at $223.4 million. Earnings before 
interest and taxation (EBIT) were $39.2 million 
fco, an increase of 6.60% on the pcp. Profit after 
taxes also lifted fco, coming in at $26.0 million, 
up by 7.52%. Diluted earnings per share (EPS) 
were $9.800 fco, up by 15.57% on the pcp.

(Discontinued operations consist of GWA’s 
Gliderol business, which was sold off as of 31 
July 2015, and thus has an effect only on com-
parative measures, rather than performance 
measures for this half.)

The company’s managing director, Tim Salt, 
remarked during the presentation of the results 
to investment analysts that it represented “a 
solid first half result, and continuing progress in 
building a platform to strengthen our competi-
tive position.”

The company sees some of its success coming 
from an approximately 1.0% increase in what 
GWA calls “market activity” (sales volume) , 
which combined with a lift in some prices, and 
a switch to higher priced items delivered the 
topline 1.5% increase in fco revenue.

GWA is mid-way through an effort to rebuild 
the company, after selling off underperforming 
assets, and shutting down most of its Austra-
lian manufacturing operations. While the slow 
growth in topline revenue indicates the compa-
ny has not effectively increased its markets, its 
increase in both EBIT fco and after-tax profit 
fco indicates it is making better use of its exist-
ing markets. 

This is in line with statements made by Mr 
Salt, who has stated that GWA will not “chase 
market share for share’s sake”, but will instead 
focus on increasing margins. 

Operational improvements

A major focus for GWA remains improvements 
in its operations, in particular introducing 
efficiencies and reducing costs. Its target is to 
deliver over $13 million in cost savings by FY 
2018/19. 

In terms of the developments for FY 2016/17, 
Mr Salt mentioned in particular its new ar-
rangements related to sea freight, which have 
delivered, he states, “improvements in container 
yield.” As part of this, the company is develop-
ing consolidation facilities in Asia, which will 
reduce freight costs, and enable direct shipping 
from Asia to destination ports around Australia.

Another priority is to add value to custom-
ers through improved insight analytics. In-
creasing collaboration with customers, which 
includes developing specific products with 
them. To ensure that supply is made as reliable 
as possible, Mr Salt said the company aims to 
“finalise dual-sourcing in Q3 across both kitchen 
and bathroom, and door and access to ensure 
continuity of supply.“ This would mean that for 
major products more than one overseas factory 
would provide finished supply.

Mr Salt pointed to further improvements in 
transparency planned for FY2016/17 H2: “We will 
introduce real-time track and trace capability 
through our international supply-chain, which 
will assist further improvement to the accuracy 
and timeliness of our service delivery.”

Corporate costs for this half were reduced by 
16% over the pcp, the company states. The com-
pany sees itself as having reduced expenditures 
by around $3 million during this half, though 
it also points to over $750 million in additional 
expenditure, aimed at increasing sales in some 
areas.

Background markets

GWA has chosen to concentrate its expansion 
efforts on the renovate and replace market, 
rather than new dwelling builders. Renovation 

GWA Group Results  
FY2016/17 first half

http://hnn.bz/


36

hnn.bz

companies

and replacement makes up 52% of its sales, 
followed by single-dwelling residential new 
construction at 22%, commercial at 15%, and 
multi-dwelling residential at 11%.

In GWA’s view, the renovation and replacement 
market has remained relatively flat, while de-
tached housing is dropping by 4%, as multi-res-
idential increases by 18%. For commercial, the 
company sees an increase in the construction of 
aged care facilities, but a reduction in building 
for the health care sector.

Mr Salt, in response to an analyst’s question, 
also agreed that the time lag between building 
approvals and project completion has increased. 
While the industry standard has held this at be-
ing usually around nine months from a supplier 
perspective, he believes it is now moving out to 
beyond even 12 months.

Bathrooms and kitchens

The company states that its bathrooms and 
kitchens market segment performed partic-
ularly well. Sales revenue increased by 2.7% 
over the pcp, to come in at $174.3 million, while 
EBIT grew by 5.8% to reach $43.4 million. Both 
EBIT margin and return on funds employed 
(ROFE) also increased. Some of this better 
performance was due to a higher exchange rate 
for the Australian dollar. The company stated 
that, roughly, a movement of $0.01 in valuation 
equated to $2 million across all its operations, 
unhedged. However, the company is hedged to 
69% of its exposure to $0.72 for the remainder 
of FY 2016/17, and has an improved hedge on the 
subsequent months. 

For this segment, sales growth was mixed 
across Australia. New South Wales recorded 
high growth of 13%. Queensland and Victoria 
had moderately high growth of 5% each. How-
ever, Western Australia experienced a sharp 
decline, going down by 21%. This last result was 
due both to the decline in construction activity 
in WA, and GWA’s high reliance on that market.

Trading partners

In response to a question from a Macquarie 
analyst, Mr Salt expanded on GWA’s ongoing 
relationship with its six top customers, includ-
ing Bunnings:

Tradelink has been an interesting one. We are 
up double-digits [10+%] with Tradelink in the 
first half. Again, we are working more closely 
with them to find opportunities, particularly as 

they focus more on the “renovation plumber”, 
you know, that activity aligns with what we are 
trying to do.

In addition, we’ve always had good represen-
tation in their showrooms on sanitary ware, we 
are actually, we’re agreed with them now that 

FY 2016/17 H1

Category 2016/ 2015/ Change

Total revenue
223.4 225.0 -0.68%

Revenue from 
continuing 
operations 
(fco)

223.4 220.2 1.48%

Earnings 
before interest 
& taxation 
(EBIT) fco

39.2 36.8 6.60%

Profit after 
taxes fco 26.0 24.2 7.52%

Diluted 
earnings per 
share (EPS) fco

$9.80 $8.48 15.57%

Bathrooms & Kitchens

Sales revenue 174.3 169.8 2.68%

Profit before 43.4 41.0 5.75%

Doors & Access Systems

Sales revenue 49.1 50.4 -2.55%

Profit before 2.5 3.8 -35.83%

AUD millions

GWA Group
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they will increasing our ranging of our tapware, 
and we’ll see that over the next three months. So 
we are making good progress with those guys.

Bunnings for us was probably the disappoint-
ment... We probably went backwards with 
Bunnings in the first half. There were a couple 
of things driving that. One was we are lapping 
a very aggressive new product launch of taps 
in the first half of FY 2015/16. We didn’t have 
anything like that in this year. 

They have also reduced their stock levels in a 
number of areas as well. So the sell-in versus the 
sell-out is quite different. We had a few challeng-
es as regards sanitary ware in the first quarter 
of this year as well, and that has been improving 
as we have gone through the year, and that has 
been a challenge.

I’ll put it in context. Bunnings is about 12% of 
our business in bathroom and kitchen. So it is a 
sizeable proportion, but it’s not a major propor-
tion. Reece is at 21% and Tradelink is at 16% of 
our business.

We worked very hard at improving our busi-
ness with Bunnings, and also improving our 
relationship. We have two new teams. They have 
changed their team, and we’ve changed our 
team. We are just going through range reviews 
at the moment, and we’re pretty confident that 
we are going get some good outcomes on those 
range reviews coming out of Bunnings, and we 
are now working with them in partnership to 
create growth for both the businesses. 

So I think certainly for me the relationship is 
on the up, and I would like to see that reflected 
in improved performance in the second half. The 
good news is that of the top six of our custom-
ers, we got wonderful growth out of Harvey 
Norman and out of Samios in the first half, 
both of those guys up double-digits. Of our top 
six customers, three of them are up double-dig-
its, two of them are up single-digits, and one 
of them, Bunnings, has gone backwards. It is 
always going to be a balance. 

New products

In response to a question from an analyst 
about how material new products were to the 
company’s future success, Mr Salt responded:

There is a question of what they do to your 
product sales, and what they do to your product 
image. Some of the things we are launching in 
the Caroma range in the coming few months 
reflect well on the brand as a brand identity, and 
brand positioning. 

Things like the basins look fantastic. We’ve got 
a range of sort of organic colours coming out, 
the chocolates and sands, which will provide 
topline growth, but will, just as importantly, 
[communicate] what we can offer as a brand, 
and how we can continue to keep on the leading 
edge of what is going on in the marketplace in 
terms of keeping up with consumer trends.

Caroma Cleanflush

GWA has, over the past 12 months, substantial-
ly increased its innovation efforts, in particular 
by introducing its “clean flush” Caroma toilets, 
which eliminate the need for a ridged rim to the 
toilet bowl, making hygienic cleaning simpler. 
The company reports very strong positive re-
sults for this product, with sales it states are in 
the upper end of its expectations.

In response to this demand, the company is 
planning to extend the range during calendar 
2017, with two extensions being made during 
the second half of FY2016/17. Expected sales for 
FY2016/17 are 25,000 units.

In a response to an analyst’s question, Mr Salt 
also revealed that the Cleanflush has been so 
successful that the company has anticipated 
supply constraints. The company has a solution 
for this in-process.

The bit that I’m most excited about is that 
hopefully, in the second half, we’ve talked about 
being constrained on Caroma Cleanflush with 
our existing arrangement, as we come on board 
with a new supplier up in Asia, this gives us 
plenty of opportunities to accelerate that brand 
into the second half. Particularly if we can add a 
couple of new ranges to it in FY 2017/18, I feel re-
ally excited about the opportunity that presents 
for us, for the back-end of this year, and into 
FY2017/18 and beyond.

GWA Group’s creative ads for its Caroma Cleanflush product
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 Mr Salt mentioned during his remarks that 
the ranging of Cleanflush toilets has increased 
to be displayed in 220 Reece showrooms.  This 
is now being expanded to include a basin range 
complementary to the Cleanflush toilet for 
Reece. GWA has also secured ranging in all 86 
Tradelink showrooms.

 Other range extensions

Much of the planned range expansion for 
GWA is based on further increasing its share 
of the renovations and replacements market. 
This includes new basin ranges, new shower 
ranges (including matte black options), and 
new free-standing baths. One of the guiding 
principles behind these extensions is to stay 
out of what Mr Salt refers to as the “buy-to-rent 
multi-residential” market. While this offers a 
volume opportunity, it is also low-margin, and 
GWA does not regard it as a good opportunity.

Home brands

Asked by an investment analyst to describe 
how GWA approach a market that has signifi-
cant home brands, Mr Salt pointed to the need 
to get the basics right. He said the most import-
ant task was to appeal to customers, and that 
this worked whether home brands were aimed 
at lower-cost or higher-quality products. He 
said:

 We have seen in Reece, where we have offered 
something that is as innovative as the Caroma 
Cleanflush is, that the sales are at the top end 
of our expectations, and as a result of that, 
we have seen that we are now looking to add 
complementary basins into the range to support 
the toilet, so it is a unified look. That’s some 
indication, I think, that we can do things and 
add value that will differentiate our customers’ 
offerings as well, and that is certainly something 
we have to do if we want to add value to their 
business. 

Doors & access

Mr Salt stated that door and access had 
delivered a disappointing first half. Much of 
this is about the Western Australia market. Mr 
Salt said that while the market there is current-
ly down, the company has been reluctant to 
scale down its operations, and has preferred to 
carry the cost, so as to have assets in place for 
a potential recovery. He also noted that GWA 

continues to have some market strengths in the 
state:

The good news from our perspective is that we 
have about 60% of the major builders over there 
that we have contractual agreements with, and 
we haven’t lost any of those over the course of 
the first six months. What we have found is 
that there has been a little bit of trading down 
on those, that they are looking for better value 
propositions, and a way to sort of look to reduce 
their own costs.

By contrast, the company has expanded in 
other states, successfully signing up new small 
to medium builders in Victoria, NSW and QLD. 
Mr Price also stated that “South Australia con-
tinues to be strong for us, so we expect orders to 
come through in the second half of FY2017.”

The division does have some new products 
planned, including smaller lever-style pull han-
dles. GWA is also pushing for increased visibility 
in customers’ showrooms.

One positive announcement is that, for 2016/17 
H2: 

We’ve obtained a service agreement with Tel-
stra to be the only installer of complex devices 
that they sell as part of their recent connected 
home launch, Telstra Connected Home Installa-
tions.

Analysis

As HNN has remarked in the past, GWA could 
well serve as a model for companies undergoing 
what will likely become a more familiar transi-
tion in the Australian market. On the surface, 
this transition is from Australian manufactured 
goods to goods sourced from overseas suppliers. 
Look deeper, and it is actually a transition away 
from economic advantage obtained through 
production, to economic advantage gained from 
research, development and better logistical 
services. 

http://hnn.bz/
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The company has done just about everything 
that could be expected from it. After a rapid and 
patched-together transition to overseas produc-
tion, it has moved to new product development 
based on actual customer needs, and success-
fully engaged its retail clients in selling those 
products. It has then built on its existing supply 
chain, making it more efficient, adding redun-
dancy of supply and transparency of delivery 
processes.

The one area where it has not done as well 
is with its smaller doors and access business, 
which continues to struggle. The decision to 
maintain that business at a higher capacity and 
to wear that loss in the hope of business im-
proving in the future is one we will not be able 
to judge for another two years or so. One hope-
ful sign is that the company has linked with 
Telstra in the smart home area. HNN remains 
of the opinion that the role of the Internet of 
Things in door security will continue to grow 
over the coming five years.

If there is one strategic area where GWA could 
be falling a little short, that would be in its 
approach to the multi-residential market. While 
it is understandable that GWA wished to avoid 
competing in the lower end of that market, the 
market is not all low-end.

Some companies in the industry have the 
(often unstated) opinion that multi-residential 
is something of a passing stage in development. 
HNN believes it is a permanent and growing 
sector of the Australian residential market, not 
only due to issues of housing affordability, but 
also an ageing population. It would be interest-
ing to see what the highly competent designers 
and hydro-engineers could develop if tasked 
with building a highly-compact, quality bath-
room system that delivered the features of a full 
bathroom in two-thirds the usual space.

http://hnn.bz/
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• Reece Group is a 
listed company, 
but closely held, 
and releases little 
information.

• It has continued 
to grow, and now 
has five distribu-
tion centres.

• The company has 
added a further 
four outlets to its 
network.

Australian plumbing supplies retail com-
pany Reece Group has released its results 
for the first half of FY 2016/17. The company 
reported revenue of $1210.7 million, up by 
6.09% on the previous corresponding period 
(pcp) which was the first half of FY 2015/16. 
Profit before income tax rose 6.63% on the 
pcp to come in at $137.4 million, while profit 
after tax was $96.1 million, up 6.93% on the 
pcp. This represents the fourth year to con-
sistent growth across these financials.

In its somewhat sparse reporting docu-
ments, Reece notes that its Sydney distribu-
tion centre enter operations in November 
2016. Reece now has five distribution centres 
in Australia. The company has also added 
four branches over the course of the half, 
while continuing to refurbish existing 
stores.

According to Reece’s media release, the com-
pany has also launched “new and improved 
customer applications”. Reece 
CEO Peter Wilson is quoted as 
saying:

Our common platform across 
the business means we can of-
fer an industry leading online 
solution for both trade and re-
tail customers. During the last 
six months we have improved 
our application offerings for 
mobile and online with en-
hanced product searching to 
improve the experience of our 
customers and our people.

The company has also 
highlighted its development 
of new products, including the 
Skydrop, an Internet of Things 
irrigation controller that 
adjusts watering schedules by 
referring to local meteorolog-
ical forecasts, and the type of 
plants under irrigation.

Results for FY 2016/17 H1

Category 2016/17 
H1

2015/16 
H1

Change

Sales Revenue 1,210.7 1,141.1 6.09%
Profit before 

income tax
137.4 128.8 6.63%

Net profit 
after tax 96.1 89.9 6.93%

Diluted 
earnings per 
share

$0.97 $0.90

AUD millions

Reece Group

Distribution of Reece outlets around Australia

Reece Group Results  
FY2016/17 first half
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Melbourne, VIC

Perth, WAAdelaide, SA Brisbane, QLD

Sydney, NSW

Bathroom Life

Plumbing

Irrigation

Onsite

Civil

HVAC-R

Reece Group Locations
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• Methven expe-
rienced harsh 
headwinds in 
Australia, with 
sales hit by the 
liquidation sale 
at Masters.

• The fall of the 
AUD during 2016 
also depressed 
its earnings, 
reported in NZD.

• However, the UK 
remains a bright 
spot, with good 
take-up of its 
more innovative 
products.

• Methven expects 
to see sales in 
Australia return 
to strength in the 
second half of its 
financial year.

New Zealand-based bathroom fixtures man-
ufacturer Methven has released its results for 
the first half of FY2016/17. Sales revenue was 
NZD49.91 million, a decline of 5.65% over the 
previous corresponding period (pcp), which as 
the first half of FY2015/16. Net profit after taxes 
fell further, down 31.65% to NZD3.20 million. 
The company reports that on a constant curren-
cy basis, sales increased by 1.9%. Net profit after 
tax on a constant currency basis fell by 21.3% 
over the pcp.

In individual regional results, New Zealand 
sales were essentially 
flat at NZD17.80 mil-
lion, while earnings be-
fore interest and taxa-
tion (EBIT) declined by 
4.23%. Australian sales 
improved, up 1.48% to 
AUD20.11 million, but 
EBIT fell by 21.45% to 
AUD1.29 million.

The UK revealed 
again that it is a prom-
ising market for Meth-
ven, with sales up 5.15% 
to GBP5.92 million. 
EBIT also improved 
by 25.12%, to GBP0.26 
million.

Methven reports 
that its results were 
pushed downwards by 
the devaluation of the 
Australian dollar, and 
the effect of the stock 
liquidation sales at 
Masters Home Im-
provement. Additional-
ly, there were disrup-
tions in the company’s 
supply chain, with a 
supplier management 
issue telling on its 
earnings from its Chi-
nese Heshan factory, 

along with an increase in air freight costs. The 
company also increased some expenditures for 
aspects of its products and team. Additionally, 
there were costs associated with an intended 
acquisition, which did not go ahead as planned.

Underlying demand for Methven products, 
however, continues to strengthen. Sales of both 
Satinjet and Aio products continued to meet 
the company’s expectations. Methven expects 
strong results in the second half of the financial 
year from its Satinjet and Aurajet products.

Methven Results  
FY2016/17 first half

Results for FY 2016/17 H1

Category 2016/17 2015/16 Change

Sales Revenue 49.91 52.90 -5.65%
Net profit 

after tax
3.20 4.68 -31.65%

New Zealand 
Sales 17.80 17.80 0.03%

New Zealand 2.24 2.34 -4.23%

Australian 20.11 19.82 1.48%

Australian 
EBIT (AUD)

1.29 1.65 -21.45%

UK Sales 5.92 5.63 5.15%

UK EBIT (GBP) 0.26 0.21 25.12%
NZD millions

Methven
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New Zealand

Sales were flat, and the company invested 
NZD600,000 in team capability, trade activity 
and market-focused services. The company will 
launch new services for plumbers in the coming 
half. Page views on its website have more than 
doubled, and new capability will be added to the 
company’s website in the coming half.

Australia

While the Masters stock liquidation sale has 
had a very negative effect, it is expected that 
sales will recover strongly in the second half 
of the year. The company has plans underway 
to expand its share of the tapware market, as 
well as to launch further market segmentation 
at the point-of-sale. Access to online assets has 
increased by 131%, and new website functional-
ity is planned.

United Kingdom

The company has performed strongly in 
securing profitable contracts, and expects these 
benefits to increase during the coming half. 
The UK is being used as a base for Methven to 
explore further international expansion into 
new markets.

Analysis

As a company known for its advanced de-
signs in shower systems, it’s worth noting that 
Methven continues to pick up product awards. 
Most recently, the company gained two Chicago 
Good Design awards in December 2016, for its 
Methven Surface Tapware, and its Aurajet Aio 
Shower System.

While the company was punished by a series 
of short-term, one-off issues during this half, 
it remains impressive that it has managed to 
gain rapid acceptance in the UK market, and to 
continue to secure valuable market share. With 
bathrooms set to become a “hotter” category for 
renovation in Australia and elsewhere during 
2017, it will be interesting to see how well the 
company does during the rest of FY 2016/17.

Methven has seen increased traffic to its online assets.  
The company’s site is high design, and very effective. To 
view, click the link: methven.com

http://hnn.bz/
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Currently, two acquisition/mergers are making 
news. The first, which has been with us now for 
over a year, is the acquisition of US paint and 
coatings company Valspar by the larger US-
based Sherwin-Williams. The other is the bid 
made in March 2017 by US-based paint and coat-
ings company PPG Industries for the Dutch-
based European company AkzoNobel. 

While this latter move was refused by its 
target, and there are many potential obstacles, 
including Dutch government intervention, and 
a “poison pill” corporate takeover prevention 
strategy on hand, it remains a compelling possi-
bility. As several commentators have mentioned, 
the bid seemed positioned at that “just right” 
point where it may well be rejected, but sets up 
the question of just how much PPG may offer in 
the future. Defences mean little when share-
holders actually want a company to sell.

We will return to the specifics of the PPG/Ak-
zoNobel acquisition offers later. A good ques-
tion to ask before that is why such activity has 
come to dominate this market (along with other 
chemicals-based businesses)? The shortest 
answer is that companies are struggling to pro-
duce both immediate earnings growth, and the 

kind of prospective earnings growth that drives 
up share prices. 

Valspar, for example, became vulnerable after 
US home improvement big-box chain Lowe’s 
Companies destocked a Valspar premium paint 
product and replaced it with a Sherwin-Wil-
liams product (a move which worked well for 
Lowe’s). AkzoNobel has had about five years of 
improved efficiencies driving better profits, but 
limited market expansion.

While those are likely immediate reasons, 
there are some deeper, underlying trends in 
paints and coatings that have made mergers 
more likely, and potentially winning strate-
gies. The three main trends are: the lingering 
effects of the 2008 Global Financial Crisis (GFC); 
ongoing globalisation and the benefits of scale; 
and the need to develop expensive new technol-
ogies.

The long-term GFC

The collapse of the investment banking sector, 
which spread to the general banking sector in 
2008, was triggered by the use of collateralised 
debt obligations (CDOs). These severed the rela-
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As we roll into calendar 2017, it is becoming evident that this is 
going to be a big year for mergers and acquisitions in the home 
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tionship between underlying risk, fiscal caution 
and rates of return. Mortgage defaults soared as 
real estate markets collapsed, and rates of new 
construction declined sharply. Paint companies, 
with other businesses which depended on con-
struction and housing markets, faired poorly.

The recovery from the GFC was gradual and 
slow, especially at first. In general, the pro-
fessional, commercial sector recovered more 
swiftly than the do it yourself (DIY) sector, as 
pent-up demand drove new construction, but 
home-owners remained reluctant to invest in 
what was, temporarily, a declining asset. As 
the recovery progressed, it assumed a strong 
geographic market profile, with mixed-economy 
(services, manufacturing and technology) re-
gions, and major cities recovering more swiftly.

Many would say that elements of the recovery 
from the GFC are still ongoing. As recently as 
October 2015, the US Federal Reserve Bank of St 
Louis stated:

The recovery continues to look weak. Accord-
ing to the International Monetary Fund (IMF), 
global output growth is projected to be 3.3 
percent this year, slightly lower than last year. 
The IMF expects economic growth in devel-
oping economies to slow down and growth in 
advanced economies to strengthen, with risks 
to global growth—such as financial market 
volatility and low commodity prices—remaining 
on the horizon.

goo.gl/u8OEkP
Later in the same document, the St Louis Fed 

expresses the bewilderment of many econo-
mists in trying to understand the manner in 
which the recovery took place:

Getting hit hard was the first blow; an onerous 
recovery period was the second for many areas 
of the world. The biggest puzzle is that the 
advanced or industrialized regions (for exam-
ple, the US and Europe) had the slowest pace of 
recovery. One plausible explanation is that it is 
harder to recover from a severe financial shock 
if it triggers a debt crisis (as in Europe). Another 
explanation is that monetary policies (such as 
quantitative easing) were ineffective or much 
less effective than fiscal policies in ending the 
Great Recession.

Europe as a whole did not adopt strict fiscal 
stimulus programs during the Great Recession. 
Hence, the most long-lasting effects from the 
downturn were suffered by this region, particu-
larly the nations where fiscal ability was limited 
due to the government debt crisis. In contrast, 
the U.S. initiated several fiscal stimulus pack-
ages, but they failed to stimulate job creation 
and infrastructure buildup because they were 
focused on consumer transfer programs instead. 
Although the U.S. performed better than Europe, 
the U.S. was not the best performer. China, on 
the other hand, not only adopted a serious fiscal 
stimulus package but was also successful in 

spurring job creation and infrastructure build-
up; as a result, it recovered the fastest.

Chart 1 indicates that the US economy only 
really emerged from the GFC late in 2013, and 
that much of Europe (notably Greece and Italy) 
continues to struggle to climb out.

The economic whip-crack

The point of this is that paint and coatings 
companies really faced two challenges in 
relation to the GFC. The first was coping with a 
strong decline in demand that was at its most 
severe from 2008 to 2010. This was followed by 
a second challenge which related to the tricky 
nature of the recovery from the GFC. There was 
a need to match supply to demand that varied 
across different geographic areas, and across 
different market sectors.

In fact, the entire GFC cycle has been the 
equivalent of a vast “stress test” on these com-
panies. Some of them have coped better with 
this stress test than others. Those companies 
that have done well are now seeking to acquire 
companies that did not do as well.

Chart 1: Recovery from the 2008 GFC
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It is somewhat difficult to come up with good 
performance measures for paint and coatings 
companies. The market is very fragmented, 
as Chart 2, produced by Sherwin-Williams, 
indicates. That means that companies in 
this business area typically engage in a lot of 
acquisition-related activity. In turn, this makes 
finding good comparative financial indicators 
from year-to-year difficult. HNN has chosen 
to use two measures to gain an initial picture 
of the performance of AkzoNobel, PPG Indus-
tries, Sherwin-Williams and Valspar. These 
are income from continuing operations (ICO) 
shown in Chart 3, and basic earnings per share 
from continuing operations (EPSCO) shown in 
Chart 4. To add a more general overview, HNN 
has also chosen to show the standard return on 
equity (ROE) over a shorter timespan, shown in 
Chart 5.

What these charts show quite clearly is that 
both Sherwin-Williams and PPG have out-
performed AkzoNobel and Valspar. The per-
formance by Sherwin-Williams is especially 
notable. Not only does it manage to limit losses 
during the GFC, but it climbs out of that plateau 
rapidly.

Valspar does not fare badly, but it does experi-
ence difficulties in regaining full growth in the 
recovery from the GFC. Where the two really 
part ways, however, is in terms of ROE, with 
Sherwin-Williams growing swiftly from 2015 
onwards.

The contrast between AkzoNobel and PPG 
is more difficult to trace. What is immediately 
apparent is, in looking at income in Chart 3, how 
steeply AkzoNobel declined over three years, 
followed by a volatile recovery. PPG by con-
trast has done better with income and EPS, but 
latterly run into problems with ROE. Much of 
this difference is geographic, with PPG’s assets 
more broadly global, while AkzoNobel is quite 
European centric.

From this perspective, the real question is 
whether these mergers will create companies 
that will cope with the second stage of the 
recovery.

Global scale

While in politics there has been intense debate 
about the usefulness of globalisation, for much 
of the larger business community there is little 
doubt that developing more of a continuous, 
global market will be, in the longer term, good 
for economies and thus for their businesses. 
As some nations exit from regional and global 
trade agreements, it’s likely the global economy 
will divide into free trade, restricted trade and 
under-developed economies. 

In the restricted trade nations, some modest 
improvement may be made to the numbers em-
ployed, but goods will cost more. That will mean 

either that these nations see “basic” technolog-
ical commodities increase in price over neigh-
bouring, free trade regions, or (more likely) that 
second-rate products will be more commonly 

Chart 3

Chart 4

Chart 5
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used. Export sales will decrease, inflationary 
pressures will rise, and it’s likely that, where 
possible, technological development will move 
to free trade areas. Australia’s high tariff regime 
was progressively abandoned since the 1980s for 
precisely these reasons.

From a purely corporate perspective for the 
paint and coatings companies, globalisation 
brings two key benefits. Firstly, just as portfolio 
theory suggests that diversity in stock holdings 
will tend to provide better returns than a more 
narrow strategy, so does diversity in geographic 
markets tend to produce better returns in the 
long run. Chart 6 shows the markets in which 
PPG participates and their relative performance 
during its 2016 year. 

Secondly, only globalisation can deliver the 
kind of scale that companies need as they move 
further into the 21st Century. Given some of the 
expenditures these companies need to make 
to stay technologically ahead, the only other 
solution would be to form research and devel-
opment coalitions between corporations. With 
an industry that is highly competitive, highly 
fragmented, and subject to annual acquisition 
activities, such coalitions would be all but im-
possible to maintain.

Technological development

It is HNN’s opinion that the paints and coat-
ings industry currently stands on the edge of 
a period of considerable technological develop-
ment. The main element of that development is 
likely to be in nanotechnology. 

“Nano” in this usage refers to a unit of size, 
the nanometre (nm), which is one-billionth of a 
metre, or, if you like, a millionth of a millimetre. 
The current, more common technology we have 
today is based on the micron, or micrometre, 
which is 1000 times larger than the nanometre, 
so one-millionth of a metre, or one-thousandth 
of a millimetre.

When we enter into the world of nanotechnol-
ogy, we leave behind what we think of as “nor-
mal” interactions, and become subject to atomic 
(and even sub-atomic) forces. One very good 
example of the kinds of things that can happen 
in the “nano world” is at the foot of those truly 
adorable little lizards, the Gecko.

The Gecko has a peculiar ability, despite its 
size, to climb straight up sheer brick and rock 
walls. This baffled scientists for some years, 
because the Gecko’s feet did not have any kind 
of sticky substance on them.

What was eventually discovered was that 
they did have tiny structures on their feet that 
were made from beta-keratin, which is the same 
substance used in the formation of human skin. 
At the end of these fibres are around 1000 really 
tiny structures, which go all the way down to 10 
nm in size. 

These tiny structures make use of what are 
known as Van der Waals forces, which are the 
very small charges used to hold together the 
molecular structure of matter. Geckos, in effect, 
walk up walls by using the electricity that holds 
the world together.

Considerable work has already been done on 
developing coatings that make use of nanopar-
ticles of titanium dioxide (TiO2). These coatings 
can be developed to “shed” water, which means 
that they also shed most forms of dirt and con-
tamination. Most forms, because oily substanc-
es tend not only to contaminate them, but to 
ruin these shedding characteristics as well.

A coating has been developed by the Univer-
sity College London, however, that overcomes 
these problems. It can not only resist oils, but 
also abrasions, cuts and other forms of distress.

goo.gl/mschEg
The automotive company Nissan is believed to 

have developed a paint with similar characteris-
tics, though its technical details seem not to be 
immediately available. 

The long-term development of nano particle 
paints, using TiO2, carbon and silica has great 
promise. In fact, it could change the entire 
structure of the industry, by introducing protec-
tive coatings that are high-cost, technical and 
difficult to apply, but last for an outstandingly 
long time, during which they offer a very high 
level of protection. 

However, this is going to be a very expensive 
development to pursue — quite literally, “moon-
shot” expensive. It is unlikely that more than 
two or three corporations in the world will have 
the capability to explore these options, and for 
some of these it will be a “bet the company” 
enterprise.

Obviously, knowing that this kind of research 
and development will be required is a consid-
erable incentive to consolidate forces through 
mergers and acquisitions. Research is a “single 
scale” enterprise. It does not always benefit 
from increased scale, but there is also a mini-
mum size required for it to be efficient.

The PPG offers for AkzoNobel

PPG has made two offers to acquire AkzoNo-
bel, both of which have been rebuffed. The first 
offer was made on 9 March 2017 for EUR83.00 
per share, which would have valued the compa-
ny at around EUR21 billion. This was, at the time 
of the offer, a 29% premium over the price of its 
shares on 8 March 2017.

The second offer was made on 20 March 2017 
for EUR88.72 per share, which valued AkzoNo-
bel at EUR22.4 billion. Combined with a planned 
dividend payment, this would value the compa-
ny at EUR90.00 per share. Based on the closing 
share price for AkzoNobel on 8 March 2017, this 
would represent a 40% premium, and a 39% 
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premium over the trailing twelve-month price 
high leading up to that date.

In a statement (heavily promoted through 
Google search ads) the CEO of AkzoNobel, Ton 
Buchner, laid out a series of reasons as to why 
the bid was not acceptable. The major reasons 
were: 1) it undervalues the company; 2) would 
result in an over-leveraged company; 3) both 
segments overlap and anti-trust issues would 
lead to a large number of divestitures; 4) Akzo-
Nobel would suffer significant job losses; 5) does 
not provide significant advantages in terms of 
research and development, pension security 
and the well-being of employees; and 6) cultural 
and community concerns would not be met.

PPG has replied to all these concerns in a 
statement of its own. The company highlights 
two main advantages to the acquisition. The 
CEO of PPG, Michael McGarry, is quoted as 
saying:

We believe the revised proposal presents an 
opportunity for AkzoNobel’s shareholders to 
realize extraordinary value, by any measure, for 
their shares in AkzoNobel. It provides them with 
a premium valuation and the opportunity to 
receive substantial and immediate cash con-
sideration and participate in the success of the 
enterprise through ownership of shares in the 
combined company.

The second advantage is the ability of a 
combined enterprise to deliver efficiencies. The 
statement declares:

PPG’s revised proposal reflects annual run rate 
synergies of at least $750 million, which could 
be achieved from a combination of the two com-
panies. A substantial portion of these synergies 
relate to raw material purchasing, supply-chain 
management and optimising distribution net-
works based upon PPG’s experience in acquiring 
AkzoNobel’s North American Decorative Coat-
ings business.

More directly, PPG counters AkzoNobel’s con-
cerns with reassurances of its own. The benefits 
listed include: 1) diversification of products and 
technologies, accessing a more diverse customer 
base; 2) deliver a broad spectrum of new tech-
nologies; 3) enhance research and development; 
4) cross-selling opportuni-
ties; 5) optimise operational 
capacities; 6) combined 
cultural commitments; and 
7) through a larger organisa-
tion, to create more personal 
growth opportunities for 
employees.

Making the deal

According to most analysts, 
both of these bids constitute 
strategic moves by PPG to 
obtain the right to negotiate. 

For a true price to be derived, it’s necessary for 
PPG to be granted access to details of AkzoNo-
bel that would normally be kept secret from 
a competitor. So what PPG is doing currently 
is guaranteeing a minimum price it would pay 
were the deal to proceed. 

Analysts and investors are a little divided as to 
whether the second, enriched offer is enough to 
gain sufficient shareholder approval to force Mr 
Buchner to negotiate. Bloomberg quotes Jeremy 
Redenius, an analyst with US-based investment 
research and analysis firm Bernstein, believes 
PPG may have bid too low to secure the deal. 
However, a number of the largest investors in 
AkzoNobel, including the Dutch investor group 
VEB, are urging Mr Buchner to consider the 
PPG bid.

It is likely a resolution will be reached over the 
next two to three months.

Analysis

The paint and coatings industry is set to 
change over the next eight to 10 years. From 
the retailer and consumer perspective, much of 
that change will seem to be heavily “back-load-
ed” — i.e., more will seem to happen in the final 
two years than in the preceding years. From an 
industry perspective, it’s more a very front-load-
ed development. Companies need to make very 
large investments in research and development 
through to 2020, or they will risk missing out on 
the early stages of new products.

Consolidation is one way go get around the 
need for forward-thinking investment, without 
giving away too much ground as a shorter-term 
investment vehicle. Set against this are short-
er-term societal losses which come with more 
net efficient operating models.

It’s impossible, of course, to know whether 
the PPG acquisition of AkzoNobel will proceed. 
What does seem more certain is that, if this kind 
of deal seems a little “edgy” today, it will make 
more immediate sense to investors, govern-
ments, and management in another two years. 
This would be a clear indication that PPG has 
likely got its timing right.

Chart 6
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US-based global paint and coatings company 
Sherwin-Williams has released its results for its 
FY2016. Net sales for the year were USD11,855.6 
million, up 4.55% on the previous correspond-
ing period (pcp), which was FY2015. Gross profit 

rose by 6.53% over the pcp to reach USD5922.3 
million. Earnings before interest and taxation 
(EBIT) were a record USD1950 million, up by 
7.60% on the pcp. Net income (after taxes) was 
USD1132.7 million, an increase of 7.49% on the 
pcp.

The annual results were increased by 1.1% due 
to a change in accounting practices. The compa-
ny states that currency fluctuations decreased 
the sales by approximately 1.4% for FY2016. 
These results contain expenses which relate 
to the company’s planned acquisition of fellow 
US-based paint and coatings company Valspar, 
which is expected to complete sometime in the 
first four months of calendar 2017. Expected 
acquisition price per common share is USD113.

Paint Stores Group

Higher sales of architectural paint helped 
to boost the performance of the Paint Stores 
Group division by 8.1% to USD7790 million in 
the year. Like-for-like (comp) sales grew by 5.3% 
for the company’s paint outlets. The profit for 
this division increased to USD1620 million, a lift 
of 13.3% over the pcp. The company’s South-
eastern USA division 
contributed the most 
sales revenue, followed 
by Canada, and then the 
Southwestern division.

The division opened an 
additional 94 new stores 
(net) during 2016, bringing 
its total to 4,160 in the Ca-
nadian, US and Caribbean 
markets. 

In his introductory 
remarks to the results 
presentation to analysts, 
Sherwin-Williams CEO 

and president John Morikis described the gen-
eral strength of architectural paint sales:

Architectural paint sales to our paint stores 
picked up momentum in the fourth quarter with 
every customer segment generating positive vol-
umes. Not surprisingly, the tightness in the labor 
market appears to be less acute in the seasonally 
smaller quarters. As a result, architectural paint 
sales to contractors accelerated to a high-sin-
gle-digit growth rate in the quarter, aided by a 
backlog of projects from earlier in the year.

This division reported USD1622.7 million in 
profit, up by 13.2% on the pcp. 

Consumer Group

This division reported sales of USD1590 mil-
lion for 2016, up by just 0.4% on the pcp. Sales to 
retail customers grew in volume, but currency 
exchange rates resulted in lower growth. Mr 
Morikis commented in his remarks on this 
division as well:

We anticipated a stronger sales performance 
from Consumer Group coming into the fourth 
quarter. The weakness we experienced in the 
third quarter in our European business, due, in 
part, to currency devaluation, carried over into 
the fourth quarter. Despite the weaker than ex-
pected sales results, Consumer Group continued 
to manage operating expenses well and showed 
good progress on margins in the quarter.

Sherwin-Williams
2016 2015 Change

Net sales revenue 11,855.6 11,339.3 4.55%

Gross profit 5,922.3 5,559.2 6.53%

Earnings before interest 
and taxation (EBIT) 

1,950 1,812.3 7.60%

Net income 1132.7 1053.8 7.49%

Earnings per share 
(diluted)

$11.99 $11.15 7.53%

USD Millions

PAINT-O-RAMA
Sherwin-Williams  
Results Full Year 2016

• Sherwin-Wil-
liams is clearing 
the final regula-
tory hurdles be-
fore completing 
its acquisition of 
Valspar

• An acceptable 
result for the 
year, with costs 
associated with 
the acquisition

• Architectural 
paint sales 
helped to buoy 
results from 
the Paint Stores 
division

• Consumer 
group expe-
rienced weak 
sales in Europe 
during the third 
quarter
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The company reported profit for Consumer 
Group was USD319.2 million for 2016, up by 
3.37% on the pcp.

Other

The Global Finishes Group increased net sales 
by 1.4% over the pcp, to USD1890 million. Sales 
at the Latin American Coatings Group declined 
by 7.0% over the pcp to USD586.9 million for 
2016.

Valspar acquisition

Sherwin-Williams expects that it will need to 
divest some of its businesses in order to gain the 
approval of the US Federal Trade Commission 
(FTC). According to Mr Morikis:

Before I close with our outlook for 2017, let me 
briefly comment on our Valspar acquisition 
progress. Based on our ongoing discussions 
with the FTC, we now expect a divestiture will 
be required to gain approval to complete the 
acquisition, and we are actively working toward 
that objective. The expected divestiture falls well 
below the $650 million revenue threshold and we 
expect to negotiate the divesture and complete 
the Valspar transaction within 90 days at a price 
of $113 per share.

Raw materials

The overall outlook for the paint industry is 
a slight increase in raw material prices during 
calendar 2017. Mr Morikis commented that:

Our raw material basket has many moving 
parts, but, in total, we believe, we are likely to 
see higher year-over-year input costs in 2017. 
The recent uptick in the price of crude oil 
could result in upward pressure on the petro-
chemical side of the raw material basket, but 
these commodities will not necessarily move 
in a linear relationship with crude.

Titanium dioxide

Most of the details on Sherwin-Williams’ 
outlook on Titanium dioxide (TiO2) emerged 
from analyst questions. Matthew Gingrich of 
Morgan Stanley asked:

I’m just curious how you think about the 
quarterly cadence of the expected low-sin-
gle-digit increase in 2017 raw material costs. 
And specifically, will the headwind be any 
more announced in the first quarter than the 

balance of the year given the comp against the 
trough TiO2 environment?

Robert J Wells, senior vice president - Cor-
porate Communications and Public Affairs, 
responded:

I think it depends on what happens to the price 
increases in TiO2 nominated for the first and 
second quarter. If you look back at 2016, first 
quarter was the trough. So, we started seeing 
TiO2 inflate beginning in the second quarter, 
which means that the history is going to start to 
rise as we go through 2017. It remains to be seen 
whether TiO2 inflation rises at the same pace as 
the comp or stronger or less.

At this point, we think that most of the 
low-single-digit inflation for 2017 year-over-year 
is going to be driven by TiO2. We suspect given 
inventory levels right now and the fact that 
fourth quarter was actually a pretty busy quar-
ter for them, that they’re going to get likely a 
little traction on the price increases that they’ve 
nominated. But again, that remains to be seen. 
And I think you can model raw material costs 
at a low-single-digit rate pretty much across all 
four quarters.

Mr Wells expanded on this answer in response 
to another question about why Sherwin-Wil-
liams did not think there would be a sharp 
upwards spike in TiO2 prices at the start of 2017:

However, we think there’s ample capacity in 
the market. So, the offset to that and to that 
kind of good environment for them, is that 
they’re going to raise their operating rates. And 
if demand coming out of the gates is not robust 
in 2017, it’s very likely that the pricing that 
they’ve announced for the first two quarters is 
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going to, at least, break to some degree, if not 
entirely.

Petrochemicals

As with TiO2, Sherwin-Williams expects rela-
tive price stability in the petrochemical part of 
its raw materials as well. Analyst Chris Perrella 
of Bloomberg asked:

And then on the petrochem end of the raw 
material basket, is there any lift that you have 
built into your guidance, maybe in the back half 
of the year, cost pressure there or is it just evenly 
flat across the board?

Mr Wells responded:
No, we are expecting mild inflation in the 

petrochemical side of the basket. You may have 
noticed that polypropylene pricing for Janu-
ary settled up quite a bit. We anticipated some 
upward pressure in propylene – I said polypro-
pylene – it’s actually propylene settled up quite a 
bit. That move came a little earlier than expect-
ed, but we believe it was primarily a function of 

higher propane demand for heating and propyl-
ene restocking, primarily amongst polypropyl-
ene customers. In our view, both of these factors 
are short term, and we are not convinced that 
the move in January is going to result in more 
petrochemical inflation than we anticipated in 
our initial forecast, which is relatively mild.

Analysis

While it is not an insignificant matter that 
Sherwin-Williams continues to do well in its 
current form, the biggest news remains the 
company’s oncoming merger with Valspar. 
While firm details of what it will be required 
to divest by the FTC to complete the merger 
have yet to be announced, the indications so far 
from the company is that these will not be too 
significant. 

More details of the proposed merger are set 
to be made public in the final week of March 
2017, when the company hosts an event that will 
delve into its future strategies.

ColorSnap joins  
virtual to actual

Manufacturers like Dulux-
Group and some retailers have 
launched smartphone apps to 
aid paint selection, but they 
have seldom really integrated 
these into the retail buying 
experience. ColorSnap, intro-
duced by Sherwin-Williams 
for use in its company-brand-
ed paint stores in August 2015, 
is just such an integration.

The marketing PR, in an 
interview with the company’s 
director of colour marketing, 
Jackie Jordan, expresses the 
concept like this:

ColorSnap ties together 
everything that the consumer 
wants for colour exploration 
and selection using both on-
line and offline tools. Whether 
in a Sherwin-Williams store, at 
home or on the go, ColorSnap 
allows customers to select 
colour with confidence quickly 
and easily. Pair these tools 

with the assistance they’ll 
receive from our incredibly 
knowledgeable employees 
across our 4,000 stores and 
they have a colour selection 
process that is inspiring, enjoy-
able and easy.

The colour finding system 
was developed in association 
with world-renowned design 
company IDEO. One of its fea-
tures is placing comprehensive 
colour spreads on pivoting 
displays, which can display the 
general colours first, enabling 
customers to select a specific 
colour in a two-step process.

This is combined with colour 
sampling and colour replace-
ment in room images via a 
smartphone, tablet or web 
app. Essentially, the in-store 
display makes the vital link 
between the “virtual” inspi-
ration, and the actuality of a 
specific paint colour.

Sherwin-Williams in-store display for paint selection

Sherwin-Williams smartphone paint app ColorSnap  
integrates easily with store display
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US-based global paint and coatings company 
Valspar has released earnings for full year 2016 
and first quarter of 2017.

Given the company’s impending acquisition 
by fellow US global paint and coatings compa-
ny Sherwin-Williams, Valspar has released a 

limited amount of information for its 2016 year, 
and almost no information other than required 
tax filings for is 2017 first quarter. The merger is 
expected to be completed before May 2017.

While there is no “quiet period” mandated by 
the US Security and Exchanges Commission 
(SEC), such periods of limited information 
release are common while filings related to 
mergers are being considered.

The numbers released by Valspar indicated the 
company is not performing to the level expected 
by market analysts. For its 2016 year, Valspar 
produced revenue of USD4160.6 million, down 
by 4.6% on the previous corresponding period 
(pcp), which was its 2015 year. Gross profit fell 
only 1.02% on the pcp, coming in at USD1535.6 
million. Earnings before interest and taxation 
(EBIT) fell more steeply, by 18.6%, to produce 
USD525.1 million. Adjusted net income was 
USD353.0 million, indicating a decline of 11.64% 
on the pcp.

The first quarter 2017 numbers were also dis-
appointing. Gross profit was USD310.5 million, 
down by 2.5% on the figures for first quarter 
2016. Net income was USD40.7 million, indicat-
ing a decline of over 22%.

Valspar explained that 
its financial performance 
was the result of a number 
of factors. Unfavourable 
exchange rates were respon-
sible for a 3% drop in sales, 
though acquisitions added 
back 3%. Restructuring 
was responsible for USD19 
million, and charges related 
to the upcoming merger with 
Sherwin-Williams expended 
a further USD18 million.

Paints segment

Sales for the paints segments for 2016 were 
USD1560 million, a decline of 6% on the pcp. 
EBIT fell by 14% on the pcp to reach USD150 
million.

Coatings Segment

Sales for the coatings segment for 2016 fell 
by 4% over the pcp to reach USD2390 million. 
Unfavourable exchange rates accounted for 4% 
of this drop. EBIT for the segment was USD444 
million, down 8% on the pcp.

Analysis

Given the amount of merger-related activity, 
and some market uncertainty surrounding the 
impending merger of Valspar with Sherwin-Wil-
liams, the results are not particularly signifi-
cant. 

Valspar
2016 2015 Change

Net sales revenue 4,190.6 4,392.6 -4.60%

Gross profit 1,535.6 1,551.4 -1.02%

Earnings before interest 
and taxation (EBIT) 

525.1 645.1 -18.60%

Net income 353.0 399.5 -11.64%

Earnings per share 
(diluted)

$4.36 $4.85 -10.10%

USD Millions

Valspar Results  
Full Year 2016

PAINT-O-RAMA

• Valspar is not 
communicating 
much infor-
mation, as it 
prepares for 
the takeover by 
Sherwin-Wil-
liams

• Company is 
currently under-
performing

• Exchange rates 
and other 
factors have 
created earnings 
headwinds
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European-based global paint and coatings 
manufacturer AkzoNobel has released its re-
sults for 2016. While the company has pointed 
out that many of its profitability measures 
have improved, including earnings before 
interest and taxation (EBIT), other financial 

indications indicate that the company is not 
growing as well as expected.

Sales revenue for the year was EUR14,197 
million, down by 4.46% on the previous corre-
sponding period (pcp), which was 2015. Gross 
profit was down 1.10%, at EUR6008 million. 
EBIT climbed up by 2.74% on the pcp to reach 
EUR1502 million. Operating income fell by 3.43% 
to reach EUR1519 million, and profit from con-
tinuing operations was down by 0.57% on the 
pcp at EUR1054 million.

In his introductory remarks at the presen-
tation of the results to analysts, AkzoNobel’s 
CEO, Ton Buchner, struck a mostly upbeat note, 
pointing out that the company had “delivered a 
year of record profitability in terms of return on 
sales and return on investments”, and suggest-
ing it was well positioned for the future as it 
“[continued] to build on our foundation of oper-
ational excellence and drive 
growth”. He states that:

Going forward, we have a 
clear aim to build on the foun-
dation we’ve created and con-
tinue to grow in line or faster 
than our relevant markets. 
We’ve structurally improved 
our ability to respond to devel-
opments in our markets and 
our stronger operational and 
financial foundation means 
we are more agile and better 
able to seize growth opportu-
nities, including acquisitions.

Later Mr Buchner further 
highlighted the areas of im-
provement within AkzoNobel:

We’ve delivered these cost 
savings of more than EUR200 
million from both continu-

ous improvement and operational excellence 
in the business and in the functions. Our ALPS 
continuous improvement program, the Akzo 
Nobel leading performance system, has now 
been rolled out to more than 75% of our manu-
facturing sites.

In response to an analyst’s question about 
what positive trends he had seen in Europe, Mr 
Buchner replied:

If we look at the business trends going for-
ward, we basically have a better feeling in Eu-
rope. We do — in 2016 we saw Europe stabilising 
and several areas even growing, as we indicated 
in our 2016 market update slide. And that feeling 
actually continues and therefore, we do believe 
that there can very well be positive develop-
ments in Europe, Middle East and Africa, which 
is a combined region for us.

But Europe as a whole does feel better than it’s 
done in a long time economically whereas, of 
course, political uncertainty is expected to retain 
with the several elections that we see over here. 
But economically, it feels more positive.

Akzo Nobel
2016 2015 Change

Sales revenue 14197 14859 -4.46%

Gross profit 6008 6075 -1.10%

Earnings before interest 
and taxation (EBIT) 

1502 1462 2.74%

Operating income 1519 1573 -3.43%

Profit from continuing 
operations

1054 1060 -0.57%

Adjusted earnings per 
share (eps)

4.150 4.020 3.23%

Decorative Paint Division

Sales revenue 3835 4007 -4.29%

EBIT 357 345 3.48%
EUR Millions

Akzo Nobel Results 
Full Year 2016

PAINT-O-RAMA

• AkzoNobel de-
livered results 
that were slight-
ly disappointing

• While some 
profitability 
measures, 
such as ROI, 
were good, 
other measures 
indicated the 
company is 
not growing 
strongly

• The company 
predicted that it 
would grow in 
coming years

• Returns were 
largely built 
on increases in 
efficiencies
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Decorative paints division

The decorative paints division saw revenue 
declined by 4.29% to EUR3835 million, while 
EBIT increased 3.48% on the pcp to EUR357 mil-
lion. Mr Buchner commented on the division’s 
performance:

Decorative paints delivered higher volumes 
for the fifth quarter in a row and increased its 
profitability. We started producing at our fourth 
decorative paints plant in China, and our visual-
iser app has now been downloaded more than 13 
million times.

In geographic terms, volumes were up 3% 
overall with positive developments in Asia and 
EMEA, while volumes in Latin America were 
down. Positive volumes were more than offset 
by unfavourable currency effects and adverse 
price/mix.

For Europe, Middle East and Africa, volumes 
were higher, with positive developments in the 
UK, the Netherlands, Russia and Africa.

Latin America had challenging market con-
ditions. Revenue fell by 14%, dragged down by 
reduced volumes, and unfavourable exchange 
rates. This was partly offset by a positive price/
mix.

Asian markets showed positive demand 
trends, while the Chinese construction market 
continued to be unstable. Revenue grew by 1%. 
Overall, volumes improved, especially in India, 
Vietnam and Indonesia.

The analyst Christian Faitz of Kepler Cheu-
vreux did ask for clarification on the division’s 
performance:

Can you please explain the weak performance 
in deco in Europe? The sales were down 8% 
country by country. Comments would be quite 
helpful. I know that Q4 is obviously the bottom 
of the season, but at least we talk about rather 
favorable better comps year on year in Q4, if I’m 
not mistaken.

Mr Buchner replied:
On decorative things, please don’t forget that 

the UK pound has seen a very significant turn 
towards the down side quarter-on-quarter 
comparison between Q4 2015 and Q4 2016. On top 
of that, it’s a relatively small quarter for deco, so 
small fluctuations in individual countries look 
like a big impact on the percentages.

It’s really Q2 and Q3 that are the deco quarters 
to look at. Q1 and Q4 are generally hard. But 
we’ve seen positive developments in Asia and 
EMEA when it came to the volumes.

So if you look at the weak performance that 

you indicated, it was actually strong when it 
came to volumes, but it did have significant cur-
rency effects and some fluctuations that looked 
bigger than they are because the overall quarter 
is quite small.

Raw materials

Analyst Peter Clark of Society Generale asked 
Mr Buchner about possible cost increases in raw 
materials:

One of your competitors talked about the coat-
ings industry probably seeing low single digit 
inflation in 2017 year on year. They were being 
particularly hit by titanium, but I think they 
were talking about the industry. Is that the sort 
of flavour that you would be comfortable with?

Mr Buchner responded:
It depends on the combination of businesses 

that individual players have to what extent 
individual raw material prices will affect it. So 
if you are purely a deco player, than titanium 
dioxide will be your biggest impact. If you have 
a significant presence of performance coatings, 
certainly oil-related resins will be part of that as 
well. And of course, in our case, with specialty 
chemicals we see energy and oil-related raw 
materials playing a part as well.

For us, it’s a slightly more complicated calcu-
lation than a small restricted number of raw 
materials that affect us. There are a lot of delays 
in this and therefore, it is more difficult to give 
you a general guess of what it may be for 2017.

What we do know is that we have seen fluctu-
ating raw materials for an extended period of 
time and we’ve strengthened our ability to deal 
with it, both on the way we have discussions 
with our supply base, both with the optimisa-
tion of our processes as the ability to share some 
of it with our customers.

Analysis

HNN’s analysis of Akzo Nobel in relation to 
its industry is presented in the introduction to 
Paint-O-Rama, where we examine the (so-far) 
failed effort to acquire the company by fellow 
European paint and coatings company PPG. 

PAINT-O-RAMA

http://hnn.bz/


56

hnn.bz

US-based global paint and coatings 
company PPG Industries has report-
ed its results for its 2016 full year. 
Overall revenue for the year was 
USD14,751 million, down slightly by 
0.10% on the previous corresponding 

period (pcp), which was 2015. The com-
pany’s performance results have been 
affected by a series of non-recurring 
items, which utilised USD990 million 
in income. Excluding those items, 
adjusted net income rose by 4.17% on 
the pcp, to come in at USD1548 million, 
and earnings per share (EPS) rose by 
7.18% to reach USD5.82. Without the 
exclusion of non-recurring items, 
income before income tax fell by over 
53% on the pcp to USD827 million.

The company reports that sales vol-
umes increased by 1.0% for the year, 
while unfavourable fluctuations in 
exchange rates inhibited sales by close 
to 3%, with the Mexican peso and the 
GBP significant factors. Most of the 
growth occurred in Asia and Europe. 

PPG reports that it closed its 2016 
year with around USD1900 million in 
cash and short-term investments.

PPG’s CEO, Michael McGarry, at-
tributed the company’s performance 
to improvements in execution:

We accomplished this by another 
strong year of operational excellence. 
Our more significant actions included 
commercialisation of new products 
and technologies, allowing us to deliv-
er above-market growth in several of 
our businesses, continued successful 
integration and earnings accretion 
from prior and current year acquisi-
tions, completion of our previously 
announced restructuring program, 
including achievement of savings com-
mitments, and lastly, a hallmark of 
improved productivity and aggressive 
cost management in our manufactur-

Results for FY 2016

Category 2016 2015 Change

Net sales 14,751 14,766 -0.10%

Adjusted net 
income from 
continuing 
operations, 
excluding 
nonrecurring 
items

1,548 1,486 4.17%

Income from 
continuing 
operations 
before income 
taxes

827 1,783 -53.62%

Income from 
continuing 
operations, 
net of income 
taxes

586 1,359 -56.88%

Net income 
(attributable 
to PPG)

877 1,406 -37.62%

Adjusted earn-
ings per share 
(EPS) from 
continuing 
operations, 
excluding 
nonrecurring 
items

$5.82 $5.43 7.18%

EPS from 
continuing 
operations

$2.11 $4.89 -56.85%

USD millions

PPG Industries

PAINT-O-RAMA

• One of the most 
complex paint/
coating compa-
nies, PPG saw 
some gains and 
some losses 
during the year

• Complex trans-
actions during 
the year saw or-
dinary financial 
numbers fall

• However, adjust-
ed for non-recur-
ring items, net 
income and EPS 
lifted overall

• The general 
sense is that 
the company 
is growing, but 
experiencing 
difficulties 
in profitable 
expansion into 
new areas

PPG Industries Results 
Full Year 2016
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ing operations and within our overall adminis-
trative and business support cost structure. 

Mr McGarry also hinted at the bid offer for 
AkzoNobel in a statement about acquisitions:

Today we announce 
the new two-year cash deployment range of 

$2.5 billion to $3.5 billion for acquisitions and 
share repurchases for the years 2017 and 2018 
combined, reflecting our continuing focus on 
shareholder value creation. We continue to 
believe the coating space remains a consoli-
dating industry and our acquisition pipeline 
remains active across geographies and in-use 
markets. And, of course, share repurchases will 
also remain an important element of our capital 
allocation strategy. 

(For more detail on the acquisition offer, please 
see our introduction to Paint-O-Rama in this 
issue.)

Architectural coatings

Figure 1 shows the market details for PPG’s 
architectural coatings area. While it is in general 
a positive story, Brazil continues to underper-
form, and the Europe, Middle East and Africa 
market is generally disappointing.

During the results presentation to analysts, 
Mike Harrison of Seaport Global Securities 
asked some questions about this sector. He 
began by asking about some of the acquisitions 
PPG had made in Europe. Mr McGarry replied:

The first question deals with the acquisitions. 
So, we owned 50% of Univer, so there was zero 
integration except that we have lower costs now 
with the former ownership and some additional 
layers that we were able to take out post the 
prior owners leaving. So, zero, totally integrated, 
already performing at a high-
er level than previously. 

Deutek in Romania, this is 
a standard PPG deal where 
we go in and raw materials 
get brought in day one. So, 
January 4th, raw material 
prices went down there and 
then we’re going to bring 
in our additional products 
they can sell in Romania, so 
that will be a positive. And 
then we’ll roll the back office 
into our various back office 
centres in Europe, so that 
integration we expect to go 
very smoothly. 

And, there are more opportunities in Europe 
to acquire. This is still a very regional business. 
We are constantly talking to families that own 
coatings companies in Europe. They are always 
part of our pipeline and we just can’t predict 
when one generation will decide to sell. 

In regards to a pan-European brand, we have 
looked at that. We have also been asked by sev-
eral of our larger DIY customers in Europe about 
that. We are expecting that they will roll out 
something similar, but not quite pan-European, 
in the early 2017 with one of our products. So, 
we’ll wait to see how that launches. But, by and 
large, it is still a very regional business. 

Mr Harrison then asked:
Shifting over to the architectural side in North 

America, it seems like we’re still seeing contin-
ued sluggish architecture volumes there, even 
though the housing fundamentals look pretty 
good. How do you explain the current weak 
patch that we’re seeing in the paint industry and 
do you think we’re setting up to normalise next 
year and see some better growth in 2017? 

Mr McGarry responded:
Well, I would tell you that, historically, we’ve 

been fairly accurate on the paint projections. 
We said last year in 2016, it would be 2% to 3%. 
I think that was born out. I think people still 
underestimate the size of the maintenance 
business, I mean, it’s—let’s call it 70% to 80% of 
all paint is applied in a maintenance mode. And 
so despite how strong housing looks and the 
house formation, as well as new home sales, that 
doesn’t move the needle as much as the mainte-
nance side of the business. So, I would tell you 
that we expect to see 2% to 3% growth again in 
2017. 

PAINT-O-RAMA
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Raw Materials

In general PPG sees raw material prices 
stabilising during 2017 and 2018, after coming 
off some historical lows during 2016. Given the 
delay of the effect of pricing in the supply chain, 
the previous increases in raw material price will 
likely drive PPG prices higher during the first 
calendar half of 2017.

Asked by an analyst about the increase in raw 
material prices and the effect of this on PPG, Mr 
McGarry had this to say: 

Raw materials will have some pressure. If you 
think about where we were in the first quarter 
last year with oil at $35, now we’re at oil, let’s call 
it, $55 to round it up. So you can expect that even 
though, sequentially, raw materials are going 
to be rather flattish from fourth quarter to first 
quarter, on a year-over-year basis raw materials 
are up. 

When pressed about how the supply of 
Titanium-oxide would affect the company, Mr 
McGarry commented: 

So, this is a little history lesson. We saw a little 
modest second quarter and third quarter in-
creases in 2016. In the fourth quarter, no increas-
es, except a little bit in China. So, we still believe 
this is a supply/demand driven business. Supply 
is slightly up, demand is slightly up, so they’re 
pretty much in balance from that standpoint. 

The only thing we can see is that we see some 
of our smaller companies that we’ve been look-
ing at buying, and some of them do price buy-in, 
and, obviously, that’s an artificial demand. It’s 
not a good business practice, but they feel like 
they need to protect themselves because they’re 
not like some of the larger coatings companies 

who can negotiate hard in this regard. So, we 
don’t anticipate significant upward pressure, 
but, again, it’s a supply/demand driven business 
and we will react accordingly. 

Analysis

PPG follows a similar pattern to many of the 
current paint and coatings company reports: 
while earnings growth is maintained through 
operational improvements and some merger/
demerger activity, growing existing markets 
proves difficult to achieve. It’s no doubt in part a 
frustration with this which has led the compa-
ny to make its recent offer for AkzoNobel, as 
detailed in the introduction to this Paint-O-Ra-
ma feature.

PAINT-O-RAMA
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Concern over what exactly Metcash’s Inde-
pendent Hardware Group (IHG) plans to do 
with its recently acquired Home Timber and 
Hardware Group (HTH) continues to grow. 
HNN has received reports of what appears 
to be two sub-groups planning to break away 
from IHG in the near future — though as this 
is rumour-based it could be one group de-
scribed in two different ways. 

One set of rumours identifies a group that 
has a primary focus on the DIY market, 
and the other group would seem to have a 
heavy trade focus. There is little doubt that, 
if we have become aware of one or two such 
groups, there are likely another two or three 
under development across Australia as well.

Metcash:
On the right 

track?
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HNN hasn’t been able to confirm any rumours by actually 
speaking directly to members of these groups, so we can only 
speculate about the reasons these groups have to break away. 
One possibility is that IHG, as HNN and others have suggest-
ed, may be planning to either eliminate the Home branding 
for home improvement stores, or at the very least to heavily 
de-emphasise the brand.

In a recent article in the Australian Financial Review 
(AFR), the CEO of IHG (formerly of Mitre 10), Mark Laidlaw, is 
reported as saying that Metcash has yet to decide what it will 
do with the HTH Home brand, but it should have some idea 
by the end of the current calendar year.

Brand equivalence
As HNN has said in the past, the difficulty is that the two 

brands at issue, Metcash’s Mitre 10 and the former Wool-
worths Home Hardware brand, are nearly equivalent in terms 
of market regard. For example, while Mitre 10 has scored 
some major sponsorships, most notably of Channel 9’s “re-
ality” renovation show “The Block”, and has the well-known 
Scott Cam as its brand spokesperson, Home Timber contin-
ues to rate very highly on consumer surveys, such as Roy 
Morgan’s Single Source Survey, where it consistently scores 
as Australia’s best hardware retailer.

It is no easy task for an individual store to switch from one 
brand to another. Aside from the cost of a new fitout — for 
which IHG would presumably offer some assistance — it also 
requires a deal of remarketing and repositioning. Stores that 
have used the brand difference to distinguish their offering 
from nearby Mitre 10 stores would be particularly affected.

That said, there is a relentless logic behind why IHG is 
most likely to move to a unified Mitre 10 brand. The single 
outstanding reason is that if the new entity is going to be 
able to hold onto share in a market dominated by the Wes-
farmers-owned Bunnings, it will have to spend up on mar-
keting. If it tries to spread its marketing spend across two 
similar, competing brands it will dilute the effectiveness of 
each campaign to around 40% of the effectiveness of get-
ting behind a single, Mitre 10 campaign (40% instead of 50% 
because the brands will end up competing with each other in 
some regards).

Metcash’s brand woes with HTH are actually even more 
considerable than this difficult situation suggests. There are 
some indications that Woolworths in selling HTH to Metcash 
really held the company’s “feet over the fire” in extracting 
the maximum price. Just on the numbers alone, Woolworths 
acquired Danks in July 2009 for a deal that was valued at 
$87.6 million. In 2016 dollars that would be the equivalent of 
$102 million (according to calculations by the Reserve Bank of 
Australia). Woolworths then added both Hudsons Build Sup-

Metcash: The right track?
• Metcash ended up paying $163 

million for Home Timber & 
Hardware Group (HTH), in part 
because it couldn’t allow the 
property to fall into the hands 
of anyone who would build it 
into a serious Mitre 10 compet-
itor

• Now it faces the problem of 
having two strong brands — 
Mitre 10 and HTH — but the 
marketing budget and capacity 
to support only one major brand 
in the market

• Already some HTH members, 
faced with an uncertain future, 
but the liklihood they will 
need to rebrand as Mitre 10, are 
breaking away to form their 
own smaller buying groups, in 
order to have more certainty 
and control

• Metcash faces two financial hur-
dles in adequately supporting its 
Independent Hardware Group 
(IHG): it needs all the cash it 
can get to prop up its struggling 
food businesses, and, in the 
end it simply paid too much for 
HTH, especially when its brand 
equity will likely turn out to be 
unused

• Metcash/IHG need to release 
their future plans sooner rather 
than later, as too many retailers 
now face the task of trying to 
plan during a weaker hardware 
retail cycle with little idea of 
what could happen next
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plies and Hardings to those stores, which, combined would 
have added another $46 million in 2016 dollars at most. There 
were other additional, smaller acquisitions along the way 
that would also have added value. Being generous, it might all 
add up to $155 million or so.

However, Metcash in the end paid $163 million for a prop-
erty that is a fragment of a proposed hardware empire that 
didn’t work out. It paid that money right on the cusp of the 
final collapse of Masters, a failure that would hand the major, 
dominant competitor in the market easily another 5% of mar-
ket share, in a downtrending environment with substantial 
economic concerns on the horizon.

On top of that, for the deal to go ahead, Metcash had to 
enter into a fairly onerous undertaking with the Australian 
Competition and Consumer Commission (ACCC), a deal that 
effectively opens up most of the HTH stores to access by 
third-party suppliers, potentially cutting directly into Met-
cash’s profit margin.

Further, of that $163 million, it is quite likely around $12 
million to $14 million could be allocated to the value of the 
Home Hardware brand alone. This is value that will simply 
vanish from this deal if Metcash goes ahead and mothballs 
that brand.

And yet, it has to be said, that from a Metcash corporate 
perspective, there is little doubt that it did the right thing 
in acquiring HTH. To understand why that is the case, it is 
necessary to look into the recent history of Metcash itself, to 
understand the role that Mitre 10 has played in helping the 
corporation pursue its goals.

The inevitable
In the end, the reason Metcash was willing to pay as much 

for HTH as it did, despite all the negatives and upcoming 
management difficulties, was because the alternative would 
have been much worse. That alternative would have been 
the acquisition of HTH by Anchorage Capital, the firm that 
successfully acquired Dick Smith Electronics, then listed it on 
the stock exchange (followed by its collapse a few years later, 
after Anchorage had exited its position on the company). If 
Metcash had not come up with the $163 million, it would have 
found its Mitre 10 division fac-
ing heavy competition from 
a brand that was not only 
just as well regarded, but was 
backed by enough capital to 
boost both its growth and its 
marketing.

While that would not have 
done Mitre 10 itself any fa-
vours, Metcash acted because 
it would potentially, through a Scott Cam is a constant presence in Mitre 10 Advertising. Could he promote HTH as well?
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flow-on effect, have endangered the entire company’s opera-
tions. Since 2014, Metcash has been in a constant struggle to 
secure its place as a supplier of wholesale grocery products to 
its IGA brand, as well as to other independent grocery retail-
ers throughout Australia. In an effort to try to gain market 
share, the company has invested heavily in attempting to 
match key prices offered by Australia’s two major grocery 
retailers, Woolworths and the Wesfarmers-owned Coles. 

With the collapse of Woolworths’ efforts in hardware, and 
a subsequent shift by Woolworths to an everyday low prices 
(EDLP) pricing campaign to match that of Coles, this task 
has grown increasingly difficult, and more expensive. Added 
to its woes is the ongoing growth of German discount chain 
Aldi into areas such as South Australia, as well as US discount 
household bulk supplier Costco in metropolitan areas. It 
seems likely now that other discount grocery stores may also 
enter the Australian market, further intensifying the price 
war.

In its most recent results, for the first half of its FY 2016/17, 
released in late November 2016, Metcash showed an overall 
decline in earnings before interest and taxation (EBIT) of 4%. 
Food and grocery EBIT declined by 8%, while hardware (Mitre 
10) EBIT increased by 8%, and liquor EBIT increased 5%. Ex-
cluding one-off items, profit after tax fell by 13.8%. Hardware 
contributed close to 10% of Metcash’s EBIT, out of only 8.8% 
of its total revenue. Metcash needs hardware.

Put simply, Metcash could not afford to find itself fighting 
retail battles on two fronts, both in its grocery business and 
in its hardware business. Had Anchorage Capital purchased 
HTH, it would have faced at least three years of a hard fought 
battle against firstly considerable investment by Anchorage, 
followed, most likely, by further investment from a newly list-
ed hardware entity. Aside from the direct competition in the 
market, this would also have moderated investor enthusiasm 
for Metcash shares, as the possible sale value of its hardware 
holding would have been negatively affected.

Legacy of underinvestment
Since the mid-2014 “reboot” of Metcash there is little doubt 

that the company has been underinvesting, in relative terms, 
in its hardware division. As 
HNN has stated repeatedly, 
what Mitre 10 has managed 
to do with limited marketing 
funds over the past two to 
three years has been quite 
amazing. It has carefully 
selected major, cut-through 
marketing channels, and 
capitalised on both the con-
troversy around “The Block” During negotiations over a price for HTH, Anchorage loomed as a possible buyer.
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TV show, and the Logie-winning success of its main spokes-
person, Scott Cam.

However, at some point, the weak funding for its brand has 
had an effect. Had the brand received the kind of funding it 
really deserved from Metcash, given its great marketing team, 
it would likely have been considered very much a dominant 
brand as compared to HTH.

Instead, starved of marketing funds, and with HTH itself 
doing some innovative advertising both on TV and on the in-
ternet, the two brands have stayed close to being equivalent 
in terms of brand presence.

The result is that, for HTH members, there is no real “big 
boost” to come if they are required to re-identify themselves 
as Mitre 10 rather than HTH.

The end game
What happens next with Metcash’s food businesses, and 

the impact this will have on its hardware business is difficult 
to forecast. When Metcash began its reinvestment program 
in mid-2014, a centrepiece to that was its “Diamond” pro-
gramme which sought to, essentially, lift the standard of cer-
tain key IGA stores up to that of the new retail outlets from 
Woolworths and Coles. This could point to a possible future. 
While Metcash may have found itself put under pressure 
by Woolworths over a potential sale of HTH to Anchorage 
Capital, Metcash may be planning to turn the tables on Wool-
worths — as well as Wesfarmers — in the future. Its plan 
could be to develop its network of IGA stores 
to near-supermarket equivalents, then do 
a deal to offer them for sale. That could see 
Woolworths and Wesfarmers enter a bidding 
war, as each struggles for an advantage in a 
tight market.

That would require a complex deal, as 
most of these are wholly or majority owned 
by its members, but it’s likely these members 
would be willing to exit what has become an 
increasingly difficult business with an un-
expectedly big payout. It is also quite likely, 
given the ongoing, significant competition in 
this market, that the ACCC would be quite 
willing to sign off on such a deal as being, 
ultimately, the best bargain that could be 
made. The fate of Metcash’s hardware oper-
ations in that eventuality would be difficult 
to assess.

Alternatively, Metcash may consider 
listing its hardware operations as an inde-
pendent company on the Australian Stock 
Exchange. If it can build a successful busi-
ness over the next three years, it could seek 

Slide from the March 2014 presentation that set out the case for change

Slide sets out the initial planned re-investment in Metcash food business
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to capitalise on that investment, in order to continue funding 
its own participation in the grocery price wars.

The immediate situation
Even if IHG’s statement that it is still considering its 

options as regards branding is taken at face value, it seems 
unlikely that Mitre 10 will benefit much from a delay in an-
nouncing what it intends to do with the HTH brand. Metcash 
would be well-advised to determine a strategy before releas-
ing its full-year FY2016/17 results in June 2017. If it does hold 
off on saying anything until the around the time of the FY 
2017/18 half year results announcement in December 2017, 
it will likely see ongoing fragmentation of its membership, 
as more small groups of retailers form, as they opt for some 
kind of certainty so that they can plan their businesses.

If Metcash does choose to shut down the HTH brand, or to 
sideline it as a minor brand under the major Mitre 10 brand, 
members should expect to be informed about what the con-
sequences will be for their businesses, and how the company 
intends to more effectively market its Mitre 10 brands to help 
them improve their sales in the future. 

Out of all this, there is one issue that could, and perhaps 
should, help to unite many of the different owners of home 
improvement retail stores in both the Mitre 10 and the HTH 
groups. Over at least the past five years both groups have 
found themselves in situations where the corporate owners 
of their group have simply not reinvested in their businesses 
to the extent that the performance numbers they have pro-
duced would warrant. 

Just imagine, for example, if Woolworths had invested as 
little as 5% of the funds that they lost investing in the Mas-
ters venture back into HTH — let alone 10%. Ironically, had 
they done so over only the past five years, they would likely 
have built a store network that could really bring something 
of a challenge to some aspects of Bunnings in the current 
market. It is a sadly wasted opportunity.

Something similar could be said about Mitre 10. Metcash 
did provide a good refuge for the group after 
the unfortunate years from 2006 to 2008 
when it all but handed over a leading market 
share to Bunnings through a poorly planned 
effort to match the big retailer in the market-
place which did not shift quickly enough to 
a more modern method of sourcing supply. 
It is time to move past that, and time for 
Metcash to make some real investments in 
this business that are about something more 
than merely keeping IHG ticking over and 
delivering its tithe of EBIT every year. Mitre 10 and HTH have long been rivals. 

Detail from Metcash Strategy Day 2014 slide.
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During the announcement of Wesfarmers’ 
first half FY 2016/17 results, Bunnings found 
itself coming under some criticism for its 
operations in the UK and Ireland (which the 
company refers to by the acronym “BUKI”). 
In particular, the division’s announced loss of 
AUD48 million for the period struck invest-
ment analysts as unexpected and, on the face 
of it, unwarranted. 

Wesfarmers has responded by, it would 
appear, arranging for many of the top invest-
ment analysts to be flown to the UK, where 
they could see the first Bunnings Warehouse 
pilot store in operation, as well as visiting the 
Homebase stores BUKI has transformed into, 
it claims, a more viable retail operation.

Bunnings/Homebase UK:  
The soul of a new store  

takes shape

Top, drone 
image of the 
kitchen/bath-
room section of 
the first Bunnings 
pilot store in the 
UK, located in St 
Albans.
Bunnings re-
vealed it had 
teething troubles 
with kitchen/
bathroom, and 
was working on 
building a better 
offer
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Prior to going on a field visit to the stores, the analysts met 
with the managing director of BUKI, Peter (PJ) Davis for an 
information session on 13 March 2017, at the end of which 
they had the opportunity to pose questions.

This proved to be a very useful session. In fact, it is likely a 
session that delivered more transparency for a Wesfarmers 
operation than any other HNN is aware of. 

What was revealed in the end was that the Homebase 
retail operation is perhaps undertaking more transition work 
than might have been expected when referencing the initial 
overview of the acquisition Wesfarmers provided in 2016. As 
might be expected, BUKI continues to balance new suppliers, 
its own developed capabilities, and the demands of the mar-
ket to find the best solutions.

The expansion problem
It’s understandable that Australia’s top retail specialist 

investment analysts might view Wesfarmers’ expansion into 
the UK market with a bit of scepticism. They have, after all, 
just finished watching Woolworths virtually implode, and 
convert itself from a first-class company to a second-class 
one through attempting an at-scale entry into the Australian 
home improvement market. The Bunnings move into the UK 
has some considerable similarities. It also, however, has some 
differences.

One factor that is easy to overlook is that Bunnings by late 
2015, when the acquisition of Homebase was being consid-
ered, was somewhat overstaffed with good executive talent, a 
consequence of the company “staffing up” when it was devel-
oping a competitive challenge to Masters. 

 The company has made good use of a unique excess of 
talent. In doing so it also found a way to limit the number of 
top execs who took their experience and training with them 
to an Australian competitor.

The problem that Bunnings has tried to tackle by using 
Homebase as an expansion vehicle really is, pretty much, the 
same problem that Woolworths tried to tackle with Masters. 
It is also a much more general problem. In the home improve-
ment industry, it can be seen in the failed efforts by many 
large retailers to enter developing markets in South America, 
Eastern Europe and, of course, China.

That problem is, how does a retailer go about entering 
a new market that requires a high degree of scale (to drive 
volumes to drive prices to drive customer interest) in order 
for it to succeed? This problem itself breaks down into two 
associated problems. Firstly, how do you achieve scale with-
out a big lump of upfront expenditure, which carries the risk 
of being misdirected as you don’t understand the market yet? 
And secondly how do you enter the market with a “Plan B” 
exit strategy in case things do not go well?

BUKI finds its way to a 
working model
• A loss by Bunnings UK & Ireland 

of AUD48 million for its first 
half FY2016/17 raised questions 
for some of Australia’s top retail 
investment analysts.

• Wesfarmers invited them to the 
UK to see the stores for them-
selves, and this visit began with 
an introduction by BUKI man-
aging director Peter (PJ) Davis.

• Mr Davis reiterated the basic 
structure of Homebase/Bun-
nings, with the former the “car-
rier” for the development of the 
latter during the brand’s early 
development in the UK.

• Important developments 
include the removal of con-
cessions such as Laura Ashley 
from the stores, comprehensive 
staff training, development of a 
unique approach to seasonality, 
the start of a delivery system 
(vans at each store), and intro-
duction of everyday low prices 
to replace previous high/low 
approach

• Pushed by analyst questions 
as to why the unanticipated 
loss occurred, Mr Davis admits 
costs for removing concessions 
and training were higher than 
expected

• Pusher further by more ques-
tions, Mr Davis admits that get-
ting the approach to bathroom 
and kitchen renovations — a 
key element in the UK market 
— had taken some time due to 
both needing to find the right 
model, and a struggle to find 
good suppliers
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The failure of Masters is a testament to what happens 
when you don’t find a good answer to these questions — as is, 
among other examples, the failure of US-based Home Depot 
to succeed in the Chinese market. 

For Bunnings, strategically, Homebase is the answer to 
these problems. As Mr Davis put it during his introductory 
talk:

It is really important that we understand the Homebase busi-
ness is the base from which we can move forward, with Bun-
nings Warehouse. If we were opening one store at a time, and 
bringing our major world brands... it would’ve been almost 
impossible to get the support we need to develop Bunnings 
Warehouse here in United Kingdom and Ireland.
We need the volumes through Homebase to get the trading 
terms and the support from all the world’s leading brands, to 
bring Bunnings to bear in the United Kingdom and Ireland. I 
think that is a little misunderstood sometimes.
So, Homebase in and of itself is not expected to be a run-

away success — though Bunnings obviously will not mind 
if it does do well. Its minimum requirement is that it drives 
the necessary volumes to enable Bunnings to obtain access 
to high-value brands at reasonable prices, and that it at least 
comes close to break-even sometime within the first few 
years of ownership.

As part of this, Homebase also offers something of a “Plan 
B” exit strategy. If for some reason the Bunnings Warehouse 
concept does not take off, or work that well in the market, or 
(the most likely problem) Kingfisher’s B&Q operation proves 
to be a dominant competitor, Wesfarmers can pull back from 
the pilot stores and make moves to sell its Homebase opera-
tions. The entire development cost is unlikely to be recouped, 
but the end result of having to pull back will be nothing like 
the difficult situation created by the exit of Masters from the 
market.

Trading conditions
Through this presentation and the questions asked by 

analysts that followed, Mr Davis did give a good overview 
of the basic trading conditions under which BUKI operates, 
and how these differ from those in 
Australia.

The market is, according to Bun-
nings, fragmented, which it defines 
by noting that the top two retailers 
hold only 15% of the overall market. 
Direct competitors to Homebase 
include the Kingfisher-owned B&Q 
(the largest in the market) and the 
Travis-Perkins owned Wickes. Bun-
nings also notes seven semi-com-
petitors, which have largely a Looks like home: Bunnings UK aisles very similar to Aussie stores



69

hnn.bz

discount goods focus, but also compete in the home improve-
ment area. This includes B&M, The Range, Wilko, Poundland 
and IKEA. 

One competitor that Mr Davis did not mention is Amazon 
UK. While the big online retailer does not stock a wide range 
of home improvement items, it does cover some major cate-
gories in areas such as power-tools, and can be the price-mak-
er almost anywhere it chooses to compete. Amazon remains 
focused on market share rather than profitability, and is 
typically constrained on price only through minimum pricing 
agreements with its suppliers.

In terms of number of stores (not mentioned by Mr Da-
vis), B&Q has around 350 stores in the UK, and an additional 
eight in the Republic of Ireland. Wickes has about 200 stores. 
Screwfix has 480 stores, though these are generally relatively 
small format. Homebase itself has over 320 stores.

In the specialist area there is Screwfix, a Kingfisher brand 
managed alongside B&Q, which has had big success as an 
online store and is constantly expanding into more physical 
stores. ToolStation is another predominately online store, 
with a specialty in power-tools, with 50 physical stores as 
well. Topps Tiles is an online tile store. Selco is a popular 
retailer with builders, and Dobbies is a garden specialist. 
Finally there is also Wren, which is a kitchen and bathroom 
specialist.

Mr Davis suggests an important distinction to hold in mind 
is that the UK does not really have an outdoor living category, 
such as that in Australia, with its 
strong market for outdoor decks, 
barbecues and pool accessories. 
What the UK does have, however, 
is a very strong outdoor gardening 
market. Mr Davis said:

We have moved our core ranging 
to home home improvement and 
garden, and just to reiterate, the 
business here is all about home 
improvement and garden, it is not 
about home improvement and 
outdoor living, as it is in Australia. 
We see some significant volumes 
in garden, but we don’t pretend for 
one moment that outdoor living is 
going to be a key to our success in 
the UK. Though we have had a lot of 
success with the new range of bar-
becues and outdoor door furniture, 
more than we actually originally 
expected.
For retail trading, the two ele-

ments that create a very different Source: Houzz UK Landscaping & Garden Trends Study July 2016.
Link: goo.gl/SD5tcm

http://goo.gl/SD5tcm
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retail environment are a very high cost per square foot for 
retail space lease costs, and a strong emphasis on seasonality 
affecting demand patterns.

Occupancy costs and consequences

In terms of the cost of occupancy, Mr Davis stated:
The cost of of occupancy in this country is extremely high and 
it is fixed. The modal that we’re building from here in the Unit-
ed Kingdom is the high fixed cost model. So volume is really 
important. So it has an effect on gross margin. Gross margin 
is different in every country. It is built on logistics, occupancy 
costs, and historic reasons. We see the new assortment within 
Bunnings warehouse as being a bit of a buffer to those con-
cerns.
One result of this high cost is that, in general both the ex-

isting Homebase stores, and the Bunnings Warehouse stores 
that will follow, will be substantially smaller than those in 
Australia. Given the range of products that are planned, this 
means that the stores will need to display more goods in a 
very compact space. 

In response to a question from an analyst, Mr Davis ex-
panded on this topic:

 We are going to have to deliver the assortment you see in 
Australia in a lot less space. And I’m not saying for a moment 
that we should go to that model.... [Australian stores] need the 
space to do the products that really are important. You need 
drive through timber yards. You need the big seasonal flats, 
you need the gardening centres in Australia. The intensity of 
merchandising in the UK [is needed] because occupancy costs 
are a lot more. A lot more. We don’t know where it is going 
to land at the moment [in the Bunnings Warehouse stores], 
it is all a function of average sales in kitchen, bath, flooring, 
all those sorts of things, but at the moment it is going really 
well. It has only been four or five weeks but were quite happy. 
However the density must be high otherwise the model will 
not work.

Seasonality
Seasonality is something that is 

of particular concern to Mr Davis. 
So, there is one thing that we are 
very aware of it is short cycles of sea-
sons in this country, and the micro 
seasons that operate within the mar-
ket are really important to us, and it 
is really important that we capture 
every sales opportunity that we can.
Later, in response to an analyst’s 

question, he expanded on seasonal-
ity:

This is a market that clearly is not just 
about seasons, it is about micro-sea-

While housing stock is older than in Australia , frequency of updates is lower, as shown 
above. Over 40% of bathroom updates take place after 15 years.
Source: Houzz Bathroom Trends Study — UK: 2016. 
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sons. Being prepared for micro-seasons is a really key thing. 
We have been working really strongly with the team here, but 
also with people like Matt Pike to better understand it. You 
have to be ready to go, with certain products and ranges and 
when it snows....
It’s not like Australia, the seasons change. In Australia we 
have very tempered sort of seasons. You don’t see the radical 
changes that you see here. We have to make sure that we 
capture the seasonality. Some of the stock that we bought for 
the peak was all about that. Actually carrying stock through the 
dark (as we like to call it) was really important. We learned a 
lot. 
Probably carried too much, to be frank, but carrying the stock 
through the dark meant we were able to test and learn about 
whether outdoor furniture barbecues would sell in winter 
here. And we were pleased with the result. The businesses 
here traditionally, first of October it is over, you are in winter. 
Unfortunately the real world is not like that. We are not in the 
fashion business, we are not in the food business, we are in 
the home improvement business, and we want to be ready for 
our customers. 

Market metrics

In looking at the market metrics, we can begin to see some 
of the small contradictions that seem to be applying to BUKI, 
where there is some mapping of the Bunnings Australia mod-
el onto the UK market, but not a perfect fit.

Bunnings frequently cites the fact that over 56% of En-
gland’s (as distinct from the UK) housing stock is over 50 
years old as being a positive factor. While the age of the hous-
ing stock does give an indication of an ongoing market for 
maintenance, the picture is more complex than that. There 
is, for example, a very different breakdown in the market 
between standalone and multi-unit dwellings, and new hous-
ing builds is a very complex subject in the UK. Certainly the 
outlook is overall positive as far as the market is concerned, 
but it needs more analysis to make good sense out of it.

The one element that really needs further attention is the 
round figure for the overall market, both trade and DIY, of 
GBP38 billion per year. The difficulty with this number is 
that, as Mr Davis made evident in his remarks to analysts, 
BUKI is not seriously pursuing the trade portion of the 
market at this time. Mr Davis clarified this in response to an 
analyst’s question:

You know, one of the nicest things I’ve heard at our Monday 
meetings is that someone said that there were “scruffies” in the 
store. I thought, well here we go. I am not sure what is scruffy 
is. It meant the tradesmen are coming back to the stores. 
We are not targeting tradesmen. However we are ranging for 
them. We range for that because we want this serious DIYer or 
the serious renovator to have the range available to them to 
complete their projects. That is our sort of planning, that’s what 
we do. Now if we can be in and we can be at the right price, 
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and they want to shop with us they’re more than welcome to.
The business is not structured to go after trade in the first five 
years. If you just look at Selco’s, Wickes, Travis-Perkins, they do 
a very good job of servicing the heavy trade. We have been 
pretty good at developing strategies around the lighter trade 
and in a convenience offer. That is where we will focus, on a 
lighter trade offer and convenience. Whether we take that for-
ward into the heavier end as we have done in Australia —which 
took us 20 years to get there by the way, the first stores in Aus-
tralia had no trade really, it was just a drive through retail offer. 
I don’t think in the current position we’re in with our strategy, 
we have never ever said that in this timeframe we want to be in 
the trade business. It is not our business.
It’s important to note that Mr Davis is not saying it will 

discourage trade — quite the contrary. But neither, at least 
in the initial four or five years, will BUKI be targeting that 
market, and particularly not in its Homebase stores. That 
means that the effective market BUKI is looking at is not 
GBP38 billion. The pure DIY market is thought to be closer 
to GBP12 billion to GBP14 billion. Even if some additional 
categories that BUKI will continue to pursue are added back 
in, the likely real market will be around GBP18 billion, which 
works out to be around AUD30 billion. That is still a very sub-
stantial market, but it is smaller than the market commonly 
referenced by Bunnings.

The problem with the solution
The idea of using Homebase as a “platform” for a slow 

launch of the actual Bunnings UK stores is interesting, and 
it does help to reduce some of the risk involved. However, it 
offers no “quick fix” solution to the difficulties BUKI faces in 
coming to terms with a radically different retail culture. 

The first problem that Bunnings needed to resolve in the 
planning stages was what the relationship was going to be 
between the Home Retail Group (HRG) version of Homebase 
with the BUKI version of Homebase, and how that would 
relate to the Bunnings UK Warehouse stores.

To some extent the current fractious relations between 
some investment analysts and BUKI come down to the lack 
of a clear resolution of this issue — or, as likely, a change of 
heart during a transition from planning to implementation. 

It is possible that, for the first year or two, the most sen-
sible approach to the transformation of Homebase into a 
launchpad for the warehouses would have been to do the 
bare minimum. Homebase would need to carry some of the 
same product lines as the Bunnings would, so it would need 
to shift away from soft furnishings and towards more basic 
DIY products. Some, but not all of the in-store concessions 
would have been removed, with a plan to remove the remain-
ing ones over a period of time. Both expenditure and trans-
formation would have been limited, and the AUD48 million 
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loss would have been at least reduced.
Of course, anyone who knows anything about Bunnings’ 

retail culture in general, and the character of Mr Davis in 
particular, would know that course of action would be all but 
impossible. Bunnings has both a rigorous and a determined 
culture. The company would find the idea of operating what 
it would regard as a second-class retailer as intolerable and 
unacceptable.

The result is, as Mr Davis went to some lengths to describe, 
that BUKI entered into a near complete overhaul of the ex-
isting Homebase stores. To summarise the changes that have 
been made to Homebase:
• Changed from High/Low to everyday low prices (EDLP)
• Increased stocking weight, to ensure availability
• Increased stock depth, to support a wider range of prod-

ucts
• Added LED lighting to 20 stores
• ”Invested” over 67,000 hours in training staff (five hours per 

person)
• Extended “living wage” to everyone over 18 yearsold, includ-

ing in Ireland
• Training in supplier product knowledge (complete with 

badges)
• Put many of the store managers through leadership train-

ing
• Worked through backlog of cleaning and maintenance 

tasks
• Removed all Nectar and other loyalty cards
• Developed “store ownership” of home delivery, through the 

purchase of 320 white vans
• Removal of concessions
• Developed a new online platform for Homebase and Bun-

nings
• Reconfigured stores to have single entry/exit point

It seems fairly evident, looking over this list of changes, 
that BUKI has undertaken the task of transforming the 
Homebase stores to be just about as close as they can be 
to Bunnings stores, without making major architectural 
changes. This is despite Mr Davis also describing some of the 
real advantages, as well as disadvantages, that the previous 
Homebase stores did have in the market:

They did have, and do have, range authority in paint and 
garden. Research shows clearly that the Homebase brand is 
seen to be strong in paint and garden, and and they were very 
home brand focused, not leading brands focused as is Bun-
nings. They were all about home furnishings. So duvets, coffee 
cups, dinner sets, beds, really all about furnishings, which is 
not where we want to take the business over time. They had 
very low stock positions and were well known not to be reli-
able on stock that is a big issue that we have had to address. 
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A very narrow demographic focus. Because of the narrow 
demographic focus, it didn’t really match the locations of the 
stores. So we have broadened our demographic focus for 
Homebase in the short time we have had control. Low service 
intensity, very low trading hours, not maximising the opportu-
nity around trading hours, but did have strong garden experts. 
In fact they won the Chelsea Flower Show two years ago. So 
quite a big deal. And they did have a very strong Garden 
Academy as well.
Mr Davis also admits that there have been some consider-

able difficulties in making the transition:
It is taking us time to drive the new assortments into Home-
base for a lot of different reasons. But we are moving forward, 
we will see more brands and more assortments come to bear 
in the Homebase business over the next 12 months, but we we 
have left the Bunnings warehouse to deliver, as you will see 
today, the widest range of branded products in this market 
under one roof, and that is where we want to be. 
Taken together, there is a little bit of a mixed picture that 

emerges regarding what the Homebase business is set to do, 
and what the eventual rollout of Bunnings Warehouses will 
be doing.

To get closer to these issues, it is perhaps best to look at 
two of changes that have been implemented: the removal 
of the concessions from Homebase; and BUKI’s decision to 
provide a high degree of training to staff.

In terms of concessions, these include such high end 
homewares brands as Habitat, which entered into a conces-
sion deal with Homebase in 2012. In August 2016, Habitat 
announced it would be exiting from the Homebase stores by 
the end of September 2016. Laura Ashley, which also operates 
concessions, is expected to exit Homebase by June 2017.

It’s clear from what Mr Davis told the investment analysts 
at the presentation that he did not really care for these con-
cessions:

Concession exits is something we were really focused on 
during the acquisition 
process. Concessions 
were a blocking stone 
for us to move to full 
Bunnings Warehouse 
format, full Bunnings 
Warehouse fit out. We 
negotiated the exit with 
all our concession hold-
ers successfully over 
the last six months, and 
we will have all conces-
sions removed in the 
network between 2017 
and 2018. We have 
a little way to go, but A Habitat concession inside a Homebase store.
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we are very happy with the progress we have made through 
agreements in principle, and have agreements in place now 
for all the concession holders, and they will be moved on very 
shortly.
 There has been a focus with the concessions, some have 
come out a bit quicker than we expected, which is sort of good 
and bad, but we have been working really hard to negate the 
negative impact the concessions have after their removal. That 
involves us making better use of the space, as this comes free 
for us to use, with the concession exits.
Though no details on this were released, it seems likely 

that the termination of the concession contracts will come 
at some cost. The second factor hinted at by Mr Davis is that 
their rapid exist has created a bit of a void in the stores. They 
no doubt did contribute to revenue, and also helped to attract 
specific customers. One would almost think that there was 
not a thought-through plan for what would replace them 
once they were removed.

With the education and training of the Homebase staff 
quite a different picture emerges. Mr Davis and many other 
senior Bunnings managers have long been passionate about 
training staff, as they see this as being an effectiveness mul-
tiplier, meaning that the wages they pay end up delivering 
more than they would otherwise. 

It goes beyond that, of course, as training is also another 
way to help build the team culture that Bunnings relies on:

We execute best service well through developing a unique 
culture for our business. That culture is born and bred and 
nourished by engaging with our team. We have a very com-
mitted team, they are empowered, and they focus on execut-
ing very well. I think over many years you have seen us do this, 
particularly in Australia and in the latter years in New Zealand. 
It does take a while to build, it’s not something you can just 
turn the tap on and it just comes through. Culture is something 
that is really important to the business model of Bunnings.
Training, in the end, does make some good sense, as unlike 

some of the other changes made to the Homebase stores, it 
does carry a genuinely transferable benefit. Staff trained to 
operate in Homebase stores will be well-equipped for work-
ing in Bunnings Warehouses. The only issue is whether the 
extent of training and its timing is best suited to the develop-
ment of BUKI.

It also needs to be said that if there is a single really forgiv-
able “fault” in a retailer, a desire to effectively train its staff so 
that they can deliver a better quality of service would proba-
bly be it. It’s worth noting, too, that training is vital in en-
abling staff to effectively gain good experience. Well trained 
staff, executing to a plan, will gain a lot more from time in the 
job than staff who are “making it up” each day they show up 
for work.
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The real problem
Both of these issues, concessions and training, came up 

when the analysts began to pose questions for Mr Davis. 
Shaun Cousins, an analyst with J.P. Morgan began the ques-
tioning by asking Mr Davis about the AUD48 million loss. To 
a large extent Mr Davis did not really address the question.

David Errington, an analyst with Bank of America Merrill 
Lynch, took up the same question. Mr Errington had had a 
sharp exchange of words with Mr Gillam at the 2016 Wes-
farmers Strategy Day, and had begun the criticism of the 
AUD48 million loss at the previous half-year results presenta-
tion. 

Mr Errington: Last June, you and John [Gillam] gave a very 
upbeat outlook on homebase. I know because I copped it, 
big time. Then you lost AUD50 million, and I still don’t un-
derstand even though you gave a big answer to Shaun, what 
caused that loss. My question is did you budget on losing 
money in the first half, and what was the key driver for that 
loss?

Mr Davis: 
I think we’ve touched on that. 

Mr Errington: 
You didn’t answer. Did you budget to lose money in the first 
half?

Mr Davis: 
I’m not going to answer that. 

Mr Errington: 
It is a fair question.

Mr Davis: 
I understand it’s a fair question, but I’m not going to answer.

Mr Errington: 
So you didn’t budget on losing?

Mr Davis: 
It depends on whether we budget-
ed or whether we forecast in the ac-
quisition modelling as to where we 
would end up in the first 12 months, 
yeah. And there have been lots and 
lots of changes in relation to the 
business. We brought the conces-
sion exits forward. I think they came 
out at about 13 million all up.
...
To be fair we didn’t expect to lose 
the volumes in kitchen and bath-
rooms that we did. All right. So 
some of the strategic moves and the 
repositioning of the business have Houzz study shows that 49% of new installs hire a professional installer. 

Source: Houzz Kitchen Trends Study — UK: 2017. Link: goo.gl/DA04cv

http://goo.gl/DA04cv
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had impacts that we didn’t project into the future. But we are 
re-establishing that right now.

Mr Errington: 
So that’s my next question, my final question is as you are 
moving out of soft, so you’re going back into the house, in 
kitchen and bath would be a big chunk I would imagine of in 
the house, and if you don’t get that right, then you are really 
nothing much more than a garden place. So what is the prob-
lem with kitchen and bath?

Mr Davis: 
Well kitchen and bath [originally consisted of] 
five brands. Some of it is produced in Germa-
ny, some of it is produced by one of our key 
competitors in this market. Three of the brands 
have not come across from HRG.
So we are going through a major transition 
in relation to kitchen and bath. Key principles 
are that we do not want to support one of 
our major competitors, in manufacturing, key 
principles are that we want a simple execution. 
We have closed installation down because 
we don’t believe that it is key. We believe that, 
people will tell you you can’t sell kitchen and 
bathrooms unless you install them. Well go 
talk to some other big players in the world 
that don’t install kitchen and bath, including 
ourselves in Australia.

Mr Errington: 
But what about in the UK. Do they expect you 
to install in the UK?

Mr Davis: 
But we had already had a large proportion of 
our business in this market that is not installed. 
What we want to do is to grow the non-in-
stalled part so that... Some of the issues we had 
were in remedials. So after a kitchen or bath-
room is installed in someone’s house, prior to 
us owning the business, we would’ve had to go 
back and repair it, and there are a lot of costs 
associated and a large team that were going 
back and fixing kitchens and bathrooms.

Mr Errington: 
What is the game plan for kitchen and bath to 
get it right, what is the game plan

Mr Davis: 
I will show you. I will show you this at St. Al-
bans. The best way is to actually show you what 
we are doing and what we are proceeding on. 
We believe we have got an offer that is really 
good, really good.

Looking to Homebase’s past, kitchen-compare.com consistently ranks 
Homebase kitchens lower than those from competitors such as B&Q.
Link: goo.gl/sb0hHW

http://goo.gl/sb0hHW
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This represents what the baseline, fundamental challenge 
facing BUKI really is. This is “ground zero” for the place where 
the company needs to sort out how its own business model 
is going to fit in with the established market in the UK, and 
it will need to work out in a very vital way, whether it needs 
to develop new talents, skills and abilities, or whether it can 
establish a successful niche for its familiar style of retailing.

As Mr Davis notes, while the dominant part of the kitch-
en and bathroom market is made up of do it for me (DIFM) 
installation, typically bundled with the purchase of the 
products themselves, there is an active and growing part of 
the market that relies, at least in part, on some self-assembly 
and DIY. The difficulty that faces BUKI is, if it chooses to only 
go after the DIY market, what can it do to capture enough of 
that market to make up for its lack of the DIFM market?

It seems more likely that the answer to this kind of prob-
lem does not rest with Bunnings importing the same model it 
uses in Australia in the UK. With kitchens in particular, this 
has to do with the complexity of assembly that is required by 
many UK dwellings. A house that is over 50 years old has had 
plenty of time to accumulate different problems. The elec-
tric wiring and gas delivery systems could be very dated, or 
made up of a patchwork of different generations of systems. 
The walls, floor and roof will have “wandered” spectacularly 
out of “true” by sometimes an amazing extent. Construction 
materials used will vary widely, and each require a different 
approach. DIY in many cases, in other words, is simply not 
going to be the best way to go.

At the same time, the case that Mr Davis makes for avoid-
ing getting involved in installations is a solid one. It’s not 
uncommon for installers to have to make three or four 
additional trips to a house after kitchen installation to rectify 
faults in the installation or design of a kitchen. Companies 
that do not deliver this service in a timely and effective way 
will find themselves very heavily “dinged” on social media 
and elsewhere. Delivering these rectification services can be 
very expensive indeed.

There may be, however, a third way that BUKI will end up 
exploring. It is possible that installation services could be 
performed by installers that BUKI “certifies” on an individual 
store basis, but with the contract made between the install-
er and the customer, not through BUKI itself. This involves 
some overheads as well, both in terms of finding installers, 
and monitoring their performance, but it removes the retail-
er from being directly responsible, and places it instead in a 
position where it is a caretaker of the customer’s needs. No 
doubt this is something that BUKI has already begun work 
on.
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Online
To make sure that HNN is thoroughly caught up with the 

extensive reporting carried out by the mainstream press in 
regards to this event BUKI hosted in the UK, yes, Mr Davis 
did say it expects to launch a fully transactional website for 
Bunnings within the next 18 months or so.

This does remain a matter of some concern for HNN in 
its analysis of BUKI’s operations. There is something about 
ecommerce that seems to have never sat well with Bunnings 
as an organisation — indeed, it really hasn’t found a good 
place anywhere in Wesfarmers. HNN believes that the devel-
opment of a successful web presence, along with dedicated 
systems to ensure that goods are delivered rapidly and accu-
rately will be vital to the company’s future in the UK. It is not 
entirely clear that the company itself has a similar view.

Analysis
Much of the above might seem somewhat critical of vari-

ous aspects of BUKII and its operations. In fact, though, HNN 
continues to believe that this move by Bunnings is a very 
good one, and that it is going about it as well as could be ex-
pected at this time. This type of international expansion is a 
capability that Wesfarmers needs to develop, and its first real 
outing into this field was always going to be difficult.

It is also going to be an investment that delivers its re-
wards more over the medium to long term. As we have 
remarked in the past, the progress of this enterprise will only 
be possible to judge in the company’s annual results for FY 
2917/18. By that time it will have been in control of Homebase 
through three of the peak seasons, and should have a good 
understanding of how to manage the fit of its business with 
the UK market.

However, while we imagine that Bunnings itself is far more 
optimistic than this, we would also suggest that the UK oper-
ations will only become truly profitable (if they do succeed) 
in the fifth or sixth year of operations. 

If HNN does have concerns over BUKI’s ongoing op-
erations, it is that we do think the company has possibly 
underestimated the threat and competitiveness posed by 
Kingfisher and its B&Q operations. We have seen indications 
that Bunnings is too rapidly dismissing some of what King-
fisher has planned. It is a very sophisticated and well thought 
out plan, and it will go directly to the heart of the market 
that Bunnings itself is hopeful of capturing. The managing 
director of Kingfisher, Veronique Laury, is an extraordinary 
competitor, and she has formed a very good, international 
team to both develop and execute the company’s strategy. 
Underestimating that, as Masters radically underestimated 
the strength of the team at Bunnings, would be the surest 
way for BUKI to fail.



http://goo.gl/nH4u0r
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• Ace reports 
record revenues 
and profits

• 
• BuildDirect un-

veils its platform 
for heavyweight 
goods delivery

• 
• Lowe’s is eecex-

experiementing 
with experie-
menting 

The US home im-
provement retailer is 
launching a virtual 
reality experience in 
one of its stores to give 
customers hands-on 
practice with a home 
improvement project. 
Lowe’s may eventually 
create more VR tutori-
als and roll them out to 
more locations.

Initially, customers at 
a Massachusetts store 
will get a lesson in how 
to tile a bathroom. A 
customer will put on a 
VR headset, be placed 
in a virtual room, and 
use an HTC Vive hand 
controller to simulate 
mixing mortar and 
placing tile. Eventually, 
a broader range of tu-
torials may be offered 
in all Lowe’s stores.

In a trial run, Lowe’s 
found that customers 
had a 36% better recall 
of how to complete the 
project when com-
pared with people who 
watched a YouTube 
how-to video.

Kyle Nel, director 
of Lowe’s Innovation 
Labs, told CNNTech 
about the advantages 
of VR as a teaching 
medium. He pointed 
to the tactile, immer-
sive nature of virtual 
reality as allowing for 
better learning.

Mr Nel noted the 
limitations of offering 
in-store clinics taught 

by an employee. Such 
classes have to be given 
at set times, which may 
be inconvenient for 
customers. The virtual 
reality experience is 
available anytime the 
store is open. He said:

Virtual reality just 
happens to be the best 
way to give people 
what they want, when 
they want it. This is 
meant to be available 
to the entire country 
and Canada, not just 

those on the bleeding, 
cutting edge of tech.

The VR experience 
also lends itself to im-
provement. Lowe’s will 
monitor customers and 
see where they may be 
getting stuck. Improve-
ments in the teaching 
process can be made. 
If Lowe’s scales the 
experience to all of its 
stores, updates to the 
teaching process could 
be made overnight.

Lowe’s trends team 

has found that millen-
nials are forgoing DIY 
projects because they 
lack home improve-
ment confidence and 
the free time for a 
project. For Lowe’s, 
virtual reality might be 
a way to reverse that 
trend because it can 
act as a digital tutorial 
for customers who 
want to learn basic do-
it-yourself skills.

https://goo.gl/CfDxdv

usa update
Lowe’s trials in-store 
virtual reality

http://hnn.bz/
https://goo.gl/CfDxdv 
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Canadian company, 
BuildDirect, an-
nounced it has become 
the first in the home 
improvement industry 
to open its global sup-
ply chain platform for 
heavyweight goods.

The BuildDirect 
Gateway gives any 
third party the ability 
to access its network of 
warehousing services, 
ground and ocean 
logistics for any part of 
the shipping journey, 
from point of man-
ufacture to last-mile 
delivery. The scalable 
platform ensures that 
parties involved in the 
order fulfillment pro-
cess can use the most 
efficient and affordable 
options for delivering 
heavyweight products 
from anywhere in the 
world, to homes across 
North America.

Gateway was spe-
cifically designed to 
accommodate the 
needs associated with 
moving heavyweight 
products that cause 
significant issues for 
traditional shipping 
providers. The plat-
form has been tested 
and honed in the past 
several years. Cur-
rently, more than 8.2 
million pounds (3.7 
million kilograms) of 
products ship through 
its platform each 
month, travelling over 
5.9 million miles (9.4 
million kilometres). 
BuildDirect co-founder, 
president, and CEO, 
Jeff Booth said:

The system for 
shipping heavyweight 
products has always 
been complex and over-
ly fragmented, which 
is why it has taken 
BuildDirect more than 
15 years to completely 
reinvent it.

Our global supply 
chain platform and its 
scope of services has 
been rigorously refined 
by managing imports 
and exports across 35+ 
countries…

Gateway offers end-
to-end solutions for 
heavyweight shipping 
resulting in fewer 
touchpoints and less 
damage to the deliv-
ered product. The 
average consolidated 
BuildDirect shipment 
is handled 50% less 
than those in other 
heavyweight supply 
chain networks.

Suppliers in the 
network get access to 
varying levels of data 
depending on how 
they have engaged 
with the platform. At 
the highest level, sup-
pliers gain real-time 
access to a dashboard 
that leverages pre-
dictive analytics to 
show where demand 
for their products are. 
Products in the net-
work are easily moved 
around the country to 
ensure they are close 
to customers, which 
closes the gap on ship-
ping costs and offers 
more reliable delivery 
windows.

Customers are able 

to choose how they 
would like their 
products delivered: 
white glove (ie. 
room of choice), first 
threshold (ie. inside a 
garage), light or heavy 
assembly and remov-
al of old product, or 
garbage. Manufactur-
ers and distributors 
can select how to 
manage the move-
ment of their products 
(ocean and ground 
logistics, or warehous-
ing services).

Once a delivery is 
complete, customers 
provide feedback on 
their experiences. 
These ratings and 
reviews are funnelled 
back through the sys-
tem, and carriers that 
perform well will get 
more business while 
those that receive con-
sistently poor feedback 
are removed.

All supply chain ser-
vices are available to 
any retailer. Gateway 
offers flexibility for 
companies to enter the 
North American mar-
ket. Alexandre Decarie, 
CEO of Power Dekor 
North America, said:

With minimal invest-
ment, no long-term 
contracts, and a turn-
key infrastructure, 
BuildDirect’s Gateway 
offers tremendous 
value, convenience and 
savings.

BDPros

BuildDirect also 
launched BDPros, a 

service that offers 
home improvement 
professionals access to 
a personal concierge 
to help find their ideal 
products at the best 
price and ensure that 
goods arrive where 
they’re needed, on 
time.

When users sign 
up, they are connect-
ed with a personal 
concierge who assists 
them with product 
sourcing, special 
orders, partial and 
full returns, and more. 
This service allows 
BDPros members to 
benefit from delivery 
via the company’s 
heavyweight shipping 
network. BDPros mem-
bers also earn a rebate 
on purchases through-
out the year. Mr Booth 
said:

As a former builder, 
I know the pressure 
home improvement 
professionals are under 
to deliver superior 
quality on time for 
a great price, and so 
much of that process 
is completely beyond 
their control. We want 
to shift that power, 

putting it back into the 
builder’s hands, so that 
they can truly delight 
homeowners.

To get started with 
BDPros, professionals 
simply establish a cus-
tomer profile that will 
enable them to track 
orders and manage 
projects. Through an 
online portal, they can 
shop a wide selection 
of products sourced 
from all over the world 
and have their con-
cierge work directly 
with suppliers. Build-
Direct is not limited by 
shelf space so suppliers 
can add products at 
any time, which allows 
it to showcase a large 
number of items.

Members can com-
pare products, view 
side-by-side reviews, 
and receive free, unlim-
ited product samples 
overnight to help man-
age customer product 
expectations.

https://goo.gl/GPrnGI
https://goo.gl/ggh-

9wO

usa
update

Platform for heavyweight goods

http://hnn.bz/
https://goo.gl/GPrnGI 
https://goo.gl/ggh9wO
https://goo.gl/ggh9wO
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Record revenues, profit for Ace
Ace Hardware Corp. 

reported fourth quar-
ter revenues of USD1.2 
billion (AUD1.5 billion), 
an increase of USD67.6 
million (USD87.8 mil-
lion) or 5.8% from the 
fourth quarter of 2015.

Net income was 
USD21.5 million 
(AUD27.9 million) for 
the fourth quarter 
2016, an increase 
of USD9.4 million 
(AUD12.2 million) or 
77.7% from the fourth 
quarter of 2015.

For the full year, 
consolidated fiscal 2016 
revenues were USD5.1 
billion (AUD6.6 billion), 
an increase of USD80.5 
million (AUD104.6 
million) or 1.6% com-
pared to the prior year. 
Fiscal 2016 net income 
was USD161.2 million 
(AUD209.5 million), an 
increase of USD5.0 mil-
lion (AUD6.5 million) or 
3.2% compared to the 
prior year.

The 4.4% increase in 
retail same-store-sales 
during the fourth 
quarter of 2016 report-
ed by the approximate-
ly 3,000 Ace retailers 
who share daily retail 
sales data was the 

result of increased 
customer count and 
average transaction 
size.

Same-store-sales at 
these stores were up 
2.5% for the full year. 
John Venhuizen, presi-
dent and CEO, said:

To give you an idea 
of the success of our 
retail strategy, we 
have seen increases 
in same-store-sales 
for seven consecutive 
years, increases in new 
store growth for five 
consecutive years and 
increases in customer 
transactions for four 
consecutive years.

Retail revenues from 
Ace Retail Holdings – 
the corporate-owned 
Westlake Ace Hard-
ware chain – were 
USD64.4 million 
(AUD83.7 million) in 
the fourth quarter of 
2016. This is an increase 
of 7.7% from the fourth 
quarter of 2015. Same-
store-sales were up 3% 
versus the prior year 
with outdoor living 
and lawn and garden 
showing the largest 
increases.

Ace added 152 new do-
mestic stores in fiscal 

2016 and cancelled 100 
stores. This brought 
the company’s total 
domestic store count 
to 4,363 at the end of 
fiscal 2016, an increase 

of 52 stores from the 
end of fiscal 2015. 

On a worldwide 
basis, Ace added 207 
stores in fiscal 2016 and 
cancelled 103, bringing 

the global store count 
to 4,994 at the end of 
fiscal 2016.

https://goo.gl/EgJLFR
https://goo.gl/IsDxd3

http://hnn.bz/
https://goo.gl/EgJLFR
https://goo.gl/IsDxd3 


OneMix Rapid Set is a proportioned blend of 
cement, aggregate, sand and additives which 
requires no mixing – just add clean water. 
Hardens in 15 minutes, with a compressive 
strength of 25MPa when fully cured. Ideal for 
setting fence posts, letter boxes, and other 
non-structural uses in the home and garden.

OneMix Mortar is a ready to use proportioned 
blend of cement and sand suitable for brick 
and blockwork applications such as letterbox-
es, BBQs, garden edging, setting stonework 
and general purpose grouting. For use by 
both the professional or home handy person.

OneMix Concrete is a ready to use propor-
tioned blend of cement, aggregate and sand 
for use where a quality concrete is required. 
Compressive strength of 25MPa when fully 
cured. Suits smaller jobs such as pathways, 
slabs and garden edging. For use by both 
professionals and the home handy person.

OneMix Post Mix is a ready to use propor-
tioned blend of cement, aggregate and sand 
suitable for non-structural concrete applica-
tions. It’s an economical alternative to One-
Mix Concrete designed specifically for post 
hole applications. Compressive strength of 
15MPa - 20MPa when fully cured.

OneMix Paver Sand is a graded sand with a 
bonding agent additive and is suitable for fill-
ing joints in paving applications. Sunstate has 
access to a range of sand products suitable for 
paving applications and landscaping works. 
Other sand products can be made available 
depending on market demand.

OneMix is a new range of bagged drymix products, 
Australian made with Australian materials by Sunstate 
Cement. OneMix is shipped in state of the art Form-Fill-
Seal plastic packaging technology, in 10kg, 20kg and 
30kg sizes, for convenience and excellent shelf life.  PH: (07) 3895 9800 

FAX: (07) 3895 9801
enquiries@onemix.com auwww.onemix.com.au

mailto:enquiries%40onemix.com%20au?subject=HINEWS%3A%20
http://onemix.com.au/
http://onemix.com.au/
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• Travis Perkins ex-
periences profit 
slump

• Bunnings UK & 
Ireland will get 
an online store

• B&Q opens a new 
high street store 
in London

Steve Collinge, 
managing director, 
Insight Retail Group 
takes a closer look at 
the smaller format 
3,000sqft (280sqm) 
B&Q store on Holloway 
Road, North London.

The B&Q “City” store 
occupies a former 
post office, and its 
closest competitors 
include Screwfix in 
Kings Cross (1.9kms 
away), Homebase 
almost 2.6kms away 
in Haringey, a B&Q 
mini-warehouse, 
Wickes and Selco in 
Tottenham (around 
5kms) and a B&Q 
Supercentre in 
Barnet (5.9kms). The 
nearest independent 
hardware store is 
Woodland Hardware 
located 1.6kms away 
on Highbury Park.

The store carries 
the simplified B&Q 
branding originally 
seen in the B&Q 
Cribbs store and has 
now been rolled out 
to a further seven re-
vamped stores includ-
ing the Milton Keynes 
warehouse.

(More about the 
Cribbs store here: 
https://goo.gl/tQRdOy)

The team consists of 
15 full and part time 
staff, almost all of 
whom are new to B&Q, 
but with extensive 
high street retailing ex-

perience. They have all 
been through the B&Q 
training programmes, 
which is critical in a 
store of this size where 
you have to be multi-
skilled and understand 
all departments.

A lot of attention 
is paid on the added 
value propositions. In 

this “City” store, there 
is key cutting, click ’n’ 
collect, paint mixing, 
Hertz van hire and 
customers can get a 
kitchen designed by a 
professional kitchen 
consultant.

Deciding on the 
range to squeeze into 
a 280sqm store, less 
than 2% of the size of a 

typical B&Q warehouse 
format is a challenge. 
Product categories 
represented including 
kitchens, wallpaper, 
timber, tiles and wood-
en flooring. 

The Kingfisher 
brands tend to dom-
inate in-store. In the 
categories where 

brands still exist, hand 
tools for example, the 
offer is very simple 
with brand leader 
Stanley and B&Q’s 
MACAllister. In paint-
ing and decorating 
accessories, it’s Harris 
and B&Q’s Diall.

With the exception 
of the opening offers, 
which run for 10 days 

or until stocks are 
exhausted, all pric-
ing is national, both 
for stores and B&Q’s 
website DIY.com. 
Dulux white emulsion, 
DeWalt power drill, 
Karcher Window Vac 
and bistro garden fur-
niture are part of the 
opening offers..

To read more about 
Mr Collinge’s views 
on B&Q’s North Lon-
don store, click here 
to see the full story:

https://goo.gl/zb-
3pSJ

The smaller format 
is part of a trial by 
B&Q owner King-
fisher to adapt to 
changing shopping 
habits. The company 
said that the trial 
store would provide 
shoppers with an of-
fer focused on home 
decoration, repair and 
maintenance as well 
as having a click and 
collect options which 
will allow them 
access to its range of 
35,000 SKUs.
As a trial store, a 

Kingfisher spokesman 
said that it wouldn’t 
necessarily pave the 
way to hundreds of 
other similarly sized 
stores opening.

https://goo.gl/Fu93Dc

europe update
B&Q breaks away from 
big box format

http://hnn.bz/
https://goo.gl/tQRdOy
https://goo.gl/zb3pSJ
https://goo.gl/zb3pSJ
https://goo.gl/Fu93Dc 
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Bunnings plans to 
launch a transactional 
online store in Britain 
within the next 18 
months.

In a presentation to 
analysts and investors 
ahead of store tours 
recently, managing 
director of Bunnings 
UK and Ireland (BUKI), 
Peter Davis said the 
retailer needed to 
offer customers the 
ability to buy online to 
succeed in the highly 
competitive GBP38 bil-
lion (AUD61 billion) UK 
home improvement 
market. He told the 
Financial Review:

In this (UK) market 
we believe strongly we 
need to be transaction-
al…We’re working on 
that right now.

Homebase – now 
owned by Wesfarmers 
-- already has a trans-
actional website, which 
will transition to a new 

digital platform over 
the next few months.

As Bunnings opens 
new-format stores 
under the Bunnings 
brand in the UK, the 
retailer will build out 
a digital eco-system 
that includes product 
information and how-
to demos, mirroring its 
digital offer in Austra-
lia. Mr Davis said:

We have a holding 
website for Bunnings 
UK, our next step is 
to really lift that and 
make sure it has strong 
pre-shop engagement 
for the UK. It should be 
transactional within 18 
months, that’s what I’m 
personally aiming for. 
We’re not in a rush but 
we want to get it right.

Mr Davis also told 
analysts that he rec-
ognised the UK mar-
ket, unlike Australia, 
was not about “pergola, 
deck or pool’’ but was 

“all about living inside’’. 
He said:

I don’t pretend for 
one moment that 
outdoor living is as 
significant in the UK 
as in Australia but we 
have had more success 
with barbecue and 
garden furniture than 
we originally expected” 
over the “dark months” 
of the winter.

Mr Davis said sales 
after October 1 had 
been good in outdoor 
living, suggesting Bun-

nings was seeing or 
bringing change to UK 
buying patterns.

The UK hardware 
market is very frac-
tured with the top two 
players only having 
less than a 15 per cent 
market share.

The Australian 
reports Mr Davis 
unveiled his plans over 
the next five years to 
expand and enrich the 
Bunnings UK shopping 
experience. He said 
despite the uncertain-

ties around Brexit 
the fundamentals of 
the hardware sector 
remained strong.

To back up its expan-
sion plans in the UK, 
Bunnings has invested 
GBP130 million in 
fresh stock and begun 
renovating dilapidated 
Homebase stores.

https://goo.gl/xpm99T

https://goo.gl/Zk-
cX5m

BUKI commits to online store

Taking place on 3-4 
June 2018, the National 
DIY Show will be held 
at the Ericsson Hall 
at the Ricoh Arena in 
Coventry (UK). The 

event will switch to 
running the show on a 
Sunday and Monday.

Formerly known as 
Totally DIY & Tools, 
the show will have 

the same DIY 
and builders’ 
merchant visitor 
base, with the 
Sunday opening 
day enabling 
hardware re-
tailers to attend 
without taking 
valuable time 
out of the busi-
ness. Lucyanne 

Matthews, event man-
ager of the National 
DIY Show, said:

Our focus over the 
last 20 years has been 
on providing innova-

tive and international 
products for inde-
pendent retailers. By 
returning to a Sunday 
show opening, we are 
responding to demands 
from this key section of 
our visitors. The show 
will feature various 
zones and plans are 
moving ahead towards 
a special new forum for 
the trade.

This year’s Totally 
DIY & Tools show 
held on 14-15 February 
featured 80 exhibitors 
with a wider national 

and global base than 
ever before.

For more informa-
tion, please click on the 
following link:

https://goo.gl/sTgS6L

https://goo.gl/R4VP14

DIY event rebrands for 2018

http://hnn.bz/
https://goo.gl/xpm99T
https://goo.gl/ZkcX5m
https://goo.gl/ZkcX5m
https://goo.gl/sTgS6L 
https://goo.gl/R4VP14 


87

hnn.bz

europe 
update

Profits have slumped 
for Travis Perkins 

Britain’s largest supplier of building materials and Wickes 
DIY chain owner, Travis Perkins has posted a 67% decline 
in annual profits after taking hefty charges from branch 
closures and its troubled plumbing and heating business.

The group, which also owns Toolstation, revealed a GBP235 
million (AUD377.5 million) impairment charge largely on its 
embattled heating and plumbing and tile businesses, which 
are under review.

Its retail chains Wickes and Toolstation are not affected by 
the overhaul.

It also took a GBP57 million (AUD91.5 million) hit to cover 
costs of its plan to shut more than 30 branches and a re-
vamp of its supply chain. This left bottom line pre-tax prof-
its down by more than two thirds, at GBP73 million (AUD117 
million) against GBP224 million (AUD359.7 million) in 2015.

Revenue increased 4.6% to GBP6.22 billion (AUD10 billion).
Travis Perkins shares also came under pressure as it cau-

tioned over challenges for the year ahead, with worries over 
the impact of the weak pound and a possible slowdown in 
the housing market. Chief executive, John Carter said:

The sharp decline in the value of sterling since June 2016 
has created cost pressures on imported goods and materials, 
and the expectations for secondary housing market trans-
actions and growth in the repair, maintenance and improve-
ment market have weakened.

He cautioned that rising inflation was set to hit home buy-
er demand, which in turn could impact builder merchant 
sales. Mr Carter said:

Pressure on consumer discretionary spending from rising 
inflation could impact secondary housing transactions in 
the second half of 2017.

!Any significant reduction in consumer confidence may 
have a more pronounced impact on big-ticket purchases 
such as kitchens and bathrooms which make up around 10% 
of the group’s sales.

But Travis Perkins is hoping that any knock to sales will be 
“broadly” offset by price increases.

Results for 2016 showed underlying earnings slumped 
21.7% to GBP36 million (AUD57.7 million) in its heating and 
plumbing division, but its Wickes and Toolstation division 
saw underlying operating profits rise 6.3% to GBP101 million 
(AUD162 million).

The company said it will report back on its plans to trans-
form the heating and plumbing division at the 2017 results.

https://goo.gl/kMlbzW HI
WEEKLY
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The common use 
of smart phones and 
invoicing apps such 
as Invoice2go and 
OneFlare (owned 
by Fairfax) have 
changed the way 
tradies work, accord-
ing to a recent story 
in Fairfax Media.

Ben Stuth has been 
an electrician for 14 
years and says times 
have changed since 
he started Bill & Ben 
The Electrical Men 
with his father. He 
said:

When I first started 
14 years ago dad would 
get the invoice book 
out and write out an 
invoice and you would 
be stuck at [a] job for 15 
minutes. Now I can do 
an invoice in a matter 
of minutes and you 
don’t lose any of your 
records.

While cash used to 
be king in Australia’s 
home improvement 
market, now tech-sav-
vy tradies are operat-
ing their businesses 
through their mobile 
phones. The advan-
tage for tradies are 
less time spent on the 
paper trail.

Invoice2go claims 
small business owners 
can be paid seven days 
faster on average and 
when they accept 
credit or debit card 

payments, they can 
see funds hit their 
account in as little as 
two business days.

With the average 
time for an Australian 
business to pay an in-
voice at 44.8 days, on-
the-spot payments can 
make a big difference 
in tradies’ cash flow.

Mr Stuth said now he 
uses his smart phone 
for invoicing, the main 
way customers pay is 
by bank transfer.

That seems to be the 
number one way of 
getting paid. We still 
get the occasional 
cheque and around 
Christmas we get the 
odd cash job. I’ve done 
a few quotes for people 
who say other tradies 
have said ‘This job has 
to be in cash’. But my 
dad’s always been by 
the book a bit in that 
respect.

Self-employed shade 
sale seller Igor Chud-
novsky has also moved 
from cash and cheque 
to online payments.

Mr Chudnovsky is 
contracted to sell for 
the Shade Sails Centre 
which specialises in 
custom-made shade 
and water-proof sail 
installations through-
out Sydney. He sells 
up to $40,000 worth of 
sails in a week if the 
weather is warm and 
“just about everybody” 
pays by electronic 
transfer. He said:

Very rarely does 
somebody pay cash. 
Probably one out of 
100...It’s a lot safer now, 
there used to be times 
I’d be out carrying 
$10,000 cash on me and 
that’s not necessarily 
something you want 
to do.

Now Mr Chudnovsky 

uses electronic invoic-
ing to send a quote 
while he is visiting a 
customer.

!I used to go out and 
see five or six people 
in the day then come 
home and get on the 
computer and spend 
two and a half hours 
putting together all 
the quotes and trying 
to remember all the 
details. Now it takes 
me about five minutes 
while I’m there.

https://goo.gl/Pjhy7p

news
Tradies increasingly choose 
apps over cash

in this  
update:
• 
• Mitre 10 New 

Zealand searches 
for the country’s 
best female DIYer

• Master Builders 
Association gets 
its first woman 
CEO

• Apps are becom-
ing more popular 
than cash for 
tradies

https://goo.gl/Pjhy7p
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Denita Wawn is the 
new chief executive 
officer of Master 
Builders Australia, the 
first female CEO in its 
127 year history. Mrs 
Wawn is only the third 
CEO in thirty years, re-
placing chief executive 
Wilhelm Harnisch who 
retires after 15 years.

Mrs Wawn is a former 
chief executive of the 
Brewers Association 
and has run industrial 
campaigns at the Aus-
tralian Hotels Associa-
tion and the National 
Farmers Federation.

In an interview with 
ABC Radio, Mrs Wawn 
was asked what she 

would do differently as 
a woman. She respond-
ed:

I think it’s the inclu-
sive nature and diver-
sity of thinking, the 
opportunity for men 
and women to strive 
for excellence. We need 
to ensure the women 
in the industry are also 
recognised for their 
efforts just as much as 
the men, particularly in 
a large, small and me-
dium-sized businesses.

Mrs Wawn was also 
asked what is the big-
gest challenge would 
be in her new role. She 
said:

Certainly when it 

comes to things such as 
housing affordability, 
as builders, we want 
to improve supply. We 
need to get the story 
out about why supply 
barriers are there.

In announcing the 
appointment, national 
president of Master 
Builders, Dan Perkins 
said:

The Board is confi-
dent that Mrs Wawn’s 
leadership will see the 
implementation of 
its vision for Master 
Builders as a modern, 
credible and influen-
tial national voice for 
its more than 32,000 
members.

Denita has spent over 
the past 12 months as 
general manager – 
operations at Master 
Builders, giving her a 
strong foundation to 
understand the issues 

impacting on Master 
Builders and our mem-
bers.

https://goo.gl/yV5XFu

news

Builders association appoints female CEO

Search for best Kiwi female DIYers
The Mitre 10 New 

Zealand Women’s DIY 
Challenge was held 
again recently to find 
the country’s most 
talented female DIYers. 
The retailer said there 
were a record num-
ber of entries for this 
year’s competition 
and general manager – 
marketing, Dave Elliott, 

said the popularity of 
the competition shows 
that women are a 
growing force in DIY.

Kiwi women have 
a real appetite for 
DIY and based on 
the popularity of the 
‘how-to’ workshops 
at our in-store Ladies 
Nights we’ve seen that 
not only are they fast 

learners but they also 
have a talent for it.

The Women’s DIY 
Challenge is a great 
chance for the coun-
try’s best female DIYers 
to put those skills on 
display.

The finalists were 
selected for the finals 
based on their proven 
experience in a range 

of home improvement 
projects including: 
home renovations, 
tiling, stonework, deck-
ing, and fixing up a 1974 
caravan.

They went head-to-
head in a series of DIY 
tasks held over two 
days at the Hilux New 
Zealand Rural Games. 
The tasks involved 

building and decorat-
ing a playhouse from 
scratch on the first 
day, from which the 
top two finalists were 
selected to compete 
in a fence building 
race that decides the 
champion.

Taranaki policewom-
an, Carly Taiaroa was 
declared the winner.

https://goo.gl/
B7YKM1

http://hnn.bz/
https://goo.gl/yV5XFu 
https://goo.gl/B7YKM1 
https://goo.gl/B7YKM1 
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Featuring batteries 
that automatically 
change voltage when 
the user changes tools, 
DeWalt’s outdoor pow-
er equipment (OPE) 
lineup will incorporate 
the new FlexVolt 60V 
Max 3.0Ah battery 
(9.0Ah when used in 
20V Max tools).

The FlexVolt system 
is backwards compat-
ible with most of the 
existing DeWalt 20V 
Max system, which 

now includes over 100 
products. This means 
that the FlexVolt bat-
teries operate both the 
DeWalt 60V Max out-
door power equipment 
as well as DeWalt 20V 
Max power tools.

The 60V Max chain-
saw (DCCS670X1) 
is equipped with a 
brushless motor deliv-
ering gas performance. 
The low kickback 16-
inch Oregon® bar and 
chain has auto-oiling 

for continuous lubrica-
tion and a tool-free 
tensioning system for 
quick bar and chain 
adjustments.

The chainsaw deliv-
ers smooth cuts, long 
chain life, and does not 
have the engine main-
tenance that is re-
quired with gas-pow-
ered chainsaws. With 
no more cold starts 
and carburettor issues, 
this chainsaw starts 
easily with the pull of 
the trigger.

The 60V Max 
handheld blower 
(DCBL770X1) is also 
equipped with a 
brushless motor 
which generates gas 
performance to clear 
jobsite debris at up to 
423 CFM and 129 MPH. 
The handheld blower 
also includes a flat 
concentrator nozzle 
to increase air speed 

to 175 MPH for heavy 
duty debris. A variable 
speed trigger and lock 
allow for full throttle 
control without hav-
ing to constantly hold 
down the trigger.

The 60V Max string 
trimmer (DCST970X1) 
has a15-inch cut swath 
accepting DeWalt 
0.080-inch or 0.095-
inch lines and a gear-
drive transmission. 
It provides amplified 
torque that maintains 
cut speed under load. 

Ideal for construction 
cleanup and mainte-
nance, the 60V Max 
outdoor power equip-
ment allows users to 
leave the gas tank be-
hind and expand their 
DeWalt power tool and 
battery systems.

For professional 
landscapers, the 
DeWalt 40V Max 
system offers a battery 
solution for day-long, 
heavy-duty outdoor 
use.

DeWalt
extends 
FlexVolt to 
OPE

products

Airless 
paint
sprayer
Graco has launched 

a rebranded and up-
graded line of Airless-
co airless sprayers and 
accessories.

The distinctive 
branding appears on 
the entire Airlessco 
line which consists 
of 13 airless paint 
sprayers, three airless 

texture sprayers, two 
airless line stripers 
and a range of related 
accessories.

The Airlessco SP 
series of light-duty 
paint sprayers now 
come with the new 
ProLight 500 gun in 
addition to the Quick 
Repair Pump that can 

be replaced on the job 
to reduce downtime 
and increase the life of 
the sprayer.

The Airlessco MP 
and LP series profes-
sional level airless 
paint sprayers for 
residential and light 
commercial have the 
Pro-Duty Quick Re-
pair Pump for fast and 
easy on-the-job pump 
repair. This pump has 
the Airlessco adjust-
able packings as well 
as a chrome piston 
rod.

The Airlessco electric 
and gas professional 
level airless paint 
sprayers, designed 

with a slow-stroking 
pump for contrac-
tors who spray high 
volumes of material 
or heavier coatings, 
have heavy-duty drive 
components that are 
backed by a lifetime 
warranty.

The Airlessco Sure 
Stripe line striper 
models deliver afford-
able professional per-
formance with a gun 
adjustment system 
and lightweight three-
wheel cart design with 
front swivel caster.
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The Conexis™ L1 
Smart Door Lock from 
Yale allows users to 
configure, control 
and unlock their door 
all from their smart-
phone via the new 
Bluetooth low energy 
app. It is suitable for 
PVCu and composite 
doors with a thickness 
of 44-70mm.

The lock has been 
designed to provide a 
high level of security, 
while offering a sleek 
and modern aesthetic. 
In addition to a tam-

per alarm, the Conexis 
L1 is PAS24 accredited.

Specifically en-
gineered for easy 
installation, the lock 
is compatible with 
most 92mm centred 
multipoint locks on 
the market and is easy 
to fit, only requiring a 
single screwdriver and 
tape measure. It also 
has a secure Push & 
Turn Thumbturn. Paul 
Atkinson, sales and 
commercial director 
for Yale door and win-
dow solutions said:

Like all our products, 
the Conexis L1 Smart 
Door Lock has under-
gone rigorous testing 
and is protected with 
our two year product 
guarantee. This prod-
uct gives our trade 
partners an easy entry 
point into the smart 
home market, enabling 
them to capitalise 
on the new revenue 
stream.

Homeowners can 
use this lock to create 
and send mobile keys 
to family and friends, 
and keep track of who 
comes and goes by 
using a smartphone. 
Thanks to the new 
Twist and Go func-
tionality, they can also 
twist their phone 90 
degrees to unlock the 
front door, as well as 
having the choice of 

key tag, key card or 
phone tag, depending 
on preference.

When linked with a 
Yale wireless module, 
users can connect the 
Conexis L1 to other 
Yale smart products, 
including the Yale 
Smart Home Alarm 

and Smart CCTV 
range, which can then 
be controlled with the 
free app.

https://goo.gl/8ZHdiT

Remote
control lock

The Greenworks Pro 
60V battery platform 
lies at the heart of its 
new cordless outdoor 
power equipment 
(OPE) range. It utilises 
lithium-ion technol-
ogy in combination 
with brushless electric 
motors to provide 
power and torque, 
while reducing noise 
and vibration, and get-
ting rid of emissions. 
President of Green-
works Tools, Chris 
Allen said:

...Each tool in the 
Greenworks Pro 60V 
line is engineered 
to improve the user 
experience. Push but-
ton start technology 
eliminates pull cords 
in every tool across 
the platform, while the 
540 CFM Turbo Boost 
button provides added 
power on-demand in 
the backpack blower. 
Patented Smart Cut 
technology in the 
mower maximises 
run-time by keeping 

the blade speed at an 
optimal level based on 
the thickness of the 
turf…

We aim to have the 
right tool for every 
consumer and by add-
ing the 60V equipment 
to our 24, 40 and 80V 
consumer lines, 
and 82V commer-
cial-grade equip-
ment, we’re one step 
closer to that goal.

The core line 
includes the 60V 
mower, string 
trimmer, hand-held 
axial blower, hedge 
trimmer, chain-
saw, and backpack 
blower. Additional 
60V specialty tools 
– like the pole hedge 
trimmer – and other 
accessories will also 
be available.

The same battery 

can power all of the 
products in Green-
works’ 60V offering, 
allowing users to 
transition the battery 
between different 
tools in the line.

The Greenworks Pro 
60V equipment can 

be purchased as tool 
and battery combo kits 
or the bare tools and 
batteries may be pur-
chased individually.

https://goo.gl/q5Zl0r

Greenworks 
Tools 60V 
OPE

products

https://goo.gl/8ZHdiT 
https://goo.gl/q5Zl0r
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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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Sunstate Cement has 
long been recognised as 
one of Australia’s premier 
suppliers of bulk cement 
products in its home state 
of Queensland, and north-
ern New South Wales. Its 
products have been used 
on many iconic Australian 
construction projects, in-
cluding the Clem 7 Tunnel 
and the Gateway Bridge. 

Its reputation for reliabil-
ity is backed up by Sun-
state’s ISO 9001 standards 
compliance, and its NATA 
accredited laboratory 
which tests daily to ensure 
products meet all neces-
sary standards.

OneMix

In 2017 the company is 
building on this reputation 
for excellence with the 
release of its new OneMix 
range of bagged drymix 
products. 

These include Concrete 
mix, Rapid Set concrete, 
Post Mix concrete, Mortar 
and Paver Sand. OneMix 
is supplied in 10kg, 20kg 
and 30kg Form-Fill-Seal 
plastic bags. 

This means the product 
can be safely stored (un-
opened) in the outdoors. 
It also provides extended 
shelf life, eliminates leak-
age, keeping bags dust 
free and the display clean.

Experience

Sunstate Cement Ltd. is 
jointly owned by two of 
Australia’s largest cement 
manufacturers, Adelaide 
Brighton Cement Ltd. and 
Boral Cement (a division of 
Boral Limited). This gives 
the company access to the 
broadest possible range of 
technical expertise, as well 
as new product develop-
ments.

Values
The company pursues 

five key values in its busi-
ness:
• Safety – Sunstate be-

lieves that “all injuries 
are preventable”

• Respect – The company 
places the customer at 
the centre of its activi-
ties, and also pursues 
values of diversity and 
equality

• Teamwork – The com-
pany values all contri-
butions and works to 
achieve mutual goals

• Focus – Sunstate be-
lieves in continuous 
improvement in the 
pursuit of specific goals

• Sustainability – The com-
pany seeks to minimise 
environmental impacts 
by using resources 
responsibly and eco-
nomically

OneMix 
Sunstate Cement has released a range of bagged 
drymix products for consumers and professionals

Concrete

OneMix Concrete is 
a ready to use pro-
portioned blend of 
cement, aggregate 
and sand suitable for 
applications where 
a quality concrete is 
required.
• Suitable for the 

professional or home 
handy person

• Consistent quality ce-
ment, aggregate and 
sand ensures high 
performance

• Compressive 
strength of 25MPa 
when fully cured

• Convenient and easy 
to use

OneMix Concrete is 
well suited for smaller 
concreting jobs such 
as pathways, slabs, 
footings and garden 
edging. OneMix Con-
crete is also suitable 
for securing posts 
and uprights in the 
ground etc.

www.onemix.com.au
Sunstate Cement’s facility at Brisbane Port, QLD

continued next page

http://www.onemix.com.au
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OneMix – continued

OneMix Paver Sand 
is a graded sand with 
a bonding agent ad-
ditive and is suitable 
for filling joints in 
paving applications.

Sunstate has access 
to a range of sand 
products suitable for 
paving applications 
and landscaping 
works.

Other sand products 
can be made avail-
able depending on 
market demand.

OneMix Post Mix is 
a ready to use pro-
portioned blend of 
cement, aggregate 
and sand suitable for 
non-structural con-
crete applications.
• Designed specifically 

for post hole applica-
tions

• Economical alter-
native to OneMix 
Concrete

• Compressive 
strength of 15MPa 
- 20MPa when fully 
cured

OneMix Post Mix is 
designed for setting 
fence posts, logs and 
letterboxes into the 
ground. OneMix Post 
Mix is not suitable for 
use in structural and/
or load bearing appli-
cations.

OneMix Mortar is 
a ready to use pro-
portioned blend of 
cement and sand suit-
able for all block and 
brick projects where 
a quality mortar is 
required.
• Suitable for the 

professional or home 
handy person

• Consistent quality 
cement and sand 
ensures high perfor-
mance

• Excellent workability

OneMix Mortar is 
suitable for a wide 
range of brick and 
blockwork applica-
tions such as letter-
boxes, BBQs, garden 
edging, setting stone-
work and general 
purpose grouting.

OneMix Rapid Set is 
a ready to use pro-
portioned blend of 
cement, aggregate, 
sand and additives 
designed to rapidly 
harden without any 
mixing.
• No mixing is re-

quired, just add clean 
water

• Will harden in 15 
minutes when used 
as directed

• Compressive 
strength of 25MPa 
when fully cured

OneMix Rapid Set 
is ideal for setting 
fence posts, clothes 
lines and letter box-
es, as well as other 
non-structural uses 
around the home and 
garden where fast 
setting is required.

Rapid Set Mortar Post Mix Paver Sand

enquiries@onemix.com.au
www.onemix.com.au

 PH: (07) 3895 9800 
FAX: (07) 3895 9801

mailto:enquiries%40onemix.com.au?subject=HINEWS%3A%20
http://www.onemix.com.au
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The origins of the L.S. 
Starrett company go back 
to 1880 when Laroy Star-
rett, a farmer from the state 
of Maine in the US, set 
out to make a new kind of 
combination square. The 
problem in producing the 
square was that the heat 
generated in grinding the 
straight edge would lead 
to the formation of an im-
perfect edge. In what was 
to become a trademark 
for the Starrett company, 
Mr Starrett solved this 
problem in production and 
metallurgy, and produced 
a square that became a 
“hot seller” in the market. 
Soon Starrett added a 
range of other measuring 
tools, such as steel tapes, 
callipers and micrometers. 

The next advance in met-
allurgy Mr Starrett brought 
to the field came with the 
production of hacksaw 
blades. Unsatisfied with 
the quality of blade that 
then-standard processes 
produced, he developed 
the unique “bi-metal” 
blade. Bi-metal unique 
technology joins two strips 
of high-speed steel wires 
to a backing steel in a solid 
phase, using the principle 
of solid-state diffusion 
bonding.

 Bi-metal unique technol-
ogy is totally different from 
traditional weld or laser 
bonding, which rely on 
metal fusion as the union 
agent at the interface.

Hole Saws

The newest version of 
this bi-metal process has 
now been released in 
Starrett’s latest hole saw 

products, the Fast Cut and 
the Deep Cut lines.

Fast Cut

The new Fast Cut Bi-Met-
al Hole Saws contain an 
extra cobalt HSS tooth 
material for enhanced 
heat and wear resistance, 
along with a new 5.5 TPI 
positive rake tooth design, 
to ensure a smoother and 
faster cut when compared 
against our previous Con-
stant Pitch Hole Saw. 

The features include:
• New tooth material with 

extra cobalt for en-
hanced heat and wear 
resistance - improving 
the product life.

• New 5.5 TPI positive 
rake tooth form pro-
vides less torque for a 
smoother, faster cut in 
all materials.

• 30% extra gullet volume 
for better material pen-
etration.

• Ideal for stainless steel 
and mild steel sheet, 
tubes and other mate-
rials with a thickness of 
up to 3mm (1/8”).

• Size range: 14mm 
- 210mm (9/16” - 
8.9/32”).

• 41mm (1.5/8”) hole saw 
depth.

Deep Cut

The new Deep Cut 
Bi-Metal Hole Saws com-
bine the aggressive tooth 
form from our previous 
Dual Pitch Hole Saws, with 
the new extra cobalt HSS 
teeth to provide enhanced 
heat and wear resistance. 
The features include:
• 51mm (2”) hole saw 

depth improves cutting 

performance on tubes, 
particularly where there 
is a need to cut through 
both sides.

• New tooth material with 
extra cobalt for en-
hanced heat and wear 
resistance - improving 
the product life.

• Ideal for solid materials 
greater than 3mm (1/8”) 
in thickness.

• Aggressive material 
penetration and kerf 
clearance.

• Size range: 19mm - 
210mm (3/4” - 8.9/32”).

• 51mm (2”) hole saw 
depth - requires arbors 
with an extended length 

pilot drill (e.g. A1E, A2E 
or A17-38E etc.).

Packaging
In addition to innovative 

products, Starrett also 
offers attractive packaging 
and PoS materials. These 
EVA (Ethylene Vinyl Ace-
tate) cases offer protection 
for Starrett’s hole saws, 
and make a great sales 
tool as well. 

The kits are designed for 
specific uses, including 
locksmiths, electricians, 
plumbers, industrial uses, 
and general purpose kits.

Starrett Australia introduces new bi-metal hole saws

Contact Starrett Australia:
Tel: 61 2 9620 6944
Fax: 61 2 9620 6988

info@starrett.com.au
au.starrett.com

Unit 2, 57 Prince William Drive  
Seven Hills, NSW 2147

Starrett hole saws come in handy kits, which make great PoS displays

mailto:info%40starett.com.au?subject=HINEWS%3A%20
http://au.starett.com


97

Special Advertising Section

Malco shear attachments 
are labour saving and cost 
effective.

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

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

Malco TurboShears can 
be operated at high or 
low speeds for the control 
users need to make pre-
cise trim cuts, follow tight 
patterns or navigate cuts 
over profiles.

A Malco model TSCM 
TurboShear attachment 
provides enormous value 
for both the time savings it 
offers and the low invest-
ment required to achieve 
clean precise cuts in corru-
gated metal roofing panels 
every time.

Specialised, elongated 
blades with compact jaws 
create a steep 75-degree 
offset so that the drill is 
held at a more vertical 

approach when starting a 
cut. As the offset blades 
follow the rising angle of a 
corrugated profile, the drill 
handle or battery pack has 
clearance to naturally tip 
downward and still clear 
the roofing panel surface. 
These hardened carbon 
steel blades offer long ser-
vice life in 0.31 to 0.61 mm 
steel roofing material.

A versatile model TSHD 
TurboShear attachment 
features heavy-duty 
gearing and larger, wid-
er-opening blades for 
cutting up to 1.22mm cold 
rolled steel, including lay-
ered metal and seams. The 
model TSHD is easily ma-
noeuvrable and capable of 
making precise trim cuts, 
following tight patterns. 
With the head rotated for 
adequate clearance, it can 
also navigate mild corru-
gated profiles.

Both of the TurboShear 
models have a lateral 
blade adjustment capabil-
ity to ensure that cutting 
performance and manoeu-
vrability can be maintained 
for the life of the blades. 
Replacement blades are 
available and can be easily 
installed on the job.

Contact  
BND Australia on 

1300 883 520  
for your nearest retailer. 

More information on the 
Malco range in Australia 
can be found at 

http://bndaustralia.com.au/
 

Malco Shear Attachments 
Labour-saving, cost-effective, Malco makes power 

tools even more capable

http://bndaustralia.com.au/    
http://bndaustralia.com.au/    
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Providing retail manage-
ment software is some-
thing of a balancing act 
between its true cost (the 
software itself, installation 
and ongoing support), the 
features it provides, and 
the way the product fits 
with the specific needs of 
individual retailers. 

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

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

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

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

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

History

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

Installation

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

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

This server is simply 

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

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

Getting started

When the Cobalt Retail 
software is up and running, 

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

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

Merlin Software
Merlin’s  is Australian retail management  

software-as-a-service tailored for hardware stores

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

Continues  
following page

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

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

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

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

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

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

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

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

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

store, or a group  
network. 

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

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

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

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

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

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

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

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

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

Services
Merlin provides a full 

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

system to suit your 
business

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

• Hardware quotes from 
major suppliers

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

Contact Merlin Software:
08 8354 1600

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

240-280 Morphett Road. North Plympton, SA 5037

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

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

mailto:sales%40merlinsoftware.com.au?subject=HI%20News%20enquiry
http://merlinsoftware.com.au
http://www.merlinsoftware.com.au/
https://www.youtube.com/channel/UCUbqnOS3Mxv6Cb_THYeKxtw
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Cowdroy’s Weatherseal 
range can be integrated into 
any design, or fitted by the 
consumer to existing doors or 
windows. The range is made 
as easy as possible to install 
and come complete with fit-
ting instructions and self-adhe-
sive backing tape. They are a 
cost-effective way to seal gaps 
and cut energy bills.

The range of weatherseals 
and gap fillers can be fitted to 
jambs, faces or edges of most 
windows and doors. Choosing 
the right product depends on 
the specific needs.

CM11 Gap Filler
Gap Filler seals gaps in most 

windows and doors that are 
3mm to 4mm. It is easy to ap-
ply and saves time and money 
on expensive sealants when 
large gaps or cracks require 
filling.

It is suitable for domestic and 
commercial applications and is 
available in 6mm, 10mm and 
15mm diameters. The product 
comes in a 5m roll and is avail-
able in white.

CM14 Foam  
Windows & Door Seal

This continuous foam seal 
may be fitted to jambs, faces 
or edges of most windows and 
doors. It is suitable for most 
windows and doors and seals 
against the heat, cold, dust, 
draughts, noise and insects.

It is available in three dif-
ferent sizes. CM14 measures 
9mm x 6mm, suitable to seal 
gaps 3mm to 5mm and is 5m 
long. It is available in grey and 
white.

CM14A is 19mm x 6mm, 
suitable to seal gaps 3mm to 
5mm, is 5m long and is white.

CM14B is 12mm x 12mm, 
seals gaps 8mm to 11mm, is 
2.5m long and is white.

CM48 Rubber  
Windows & Door Seal

This continuous rubber seal 
may be fitted to jambs, fac-
es or edges of windows and 
doors. It suits most windows 
and doors and will seal against 
the rain, heat, cold, dust, 
draughts, noise, insects and 
seals against rodents. It will 
seal gaps 3mm to 5mm, is 5m 
long and comes in white or 
brown.

CM59 Rubber  
Window & Door Seal

This continuous rubber seal 
can be fitted to jambs, faces 
and edges of windows and 
doors. It suits most windows 
and doors and seals against 
the rain, heat, cold, dust, 
draughts, noise, insects and 
rodents. It seals gaps 2mm to 
3mm, is 5m long and comes in 
white and brown.

CM61 Brush  
Window & Door Seal

This continuous brush seal 
may be fitted to jambs, fac-
es or edges of windows and 
doors and seals against the 
heat, cold, dust, draughts and 
insects. It suits all windows and 
doors and seals gaps 3mm to 
5mm. It is 5m long and comes 
in grey.

 
Contact Cowdroy

Cowdroy can be contract by 
phone at:

1800COWDROY
or by email at:

sales@cowdroy.com.au
The Cowdroy website is 

located at:
www.cowdroy.com.au

Cowdroy Weatherseal range
Easy-to-install range of weather seals and gap fillers 

for windows and doors

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