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Housing market
downturn
There are two views: the building
industry sees this as a medium-term
downturn, and the real estate/home
owner market sees it as more short term.
Factoring in RBA intervention, HNN
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decade. Instead,
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Wow, what a year. Looking ahead to
2018, we will see Metcash’s Independent
Hardware Group make a branding
decision, the resolution of the Natbuild
data breach court case, HBT will have
some surprising news (we think), and
we’ll find out if Bunnings can make the
cut in the UK.
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comment
Wow. 2017. That was some year.
Looking ahead to 2018, what can we expect? Probably the first
issue that will get resolved, one that has been hanging around for
much of 2017, is what Metcash will decide to do with the two major
hardware brands in its Independent Hardware Group (IHG), Home
Timber & Hardware Group (HTH) and Mitre 10.
Further down the road with that same company, we’re going to
see more developments in the legal case it has with National Building Suppliers (Natbuild). HNN will certainly be showing up for
those court dates to report on what is happening for our readers.
Hardware & Building Traders (HBT) will — if the rumours are
true — see some interesting changes early in 2018. HBT continues
to expand rapidly. HNN thinks 2018 will see the group undergo
another surge in growth. The 2018 HBT National Conference, to be
held in Adelaide in May, is something we think both suppliers and
retailers really will not want to miss.
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With Bunnings, we’ll find out a little later in the year whether its
operations in the UK and Ireland will manage to get back closer to
even. We’ll also get to see what Bunnings in Australia will do with
online retail, as it should be launching online sometime before the
end of February 2018.
Overarching online will be what happens with retail in Australia
now that Amazon has a physical presence here. HNN is pretty sure
we are in for some surprises, though much of 2018 will be a year of
consolidation and expansion for Amazon, and its real impact won’t
be felt until Christmas 2019.
HNN itself is going to see some large changes in 2018. Some of
those are about new ways to deliver content, and some new content we will be providing to the home improvement industry.
Much of HNN’s focus, however, will be on helping many in the
industry with their marketing. There are a lot of very good products out there, many of them involving technology in their production, or that deliver technology direct to tradies, which simply
do not have the market presence they deserve. We hope we can
help some of these second, third and fourth tier companies gain
the market traction they need to take on more of the incumbent
market leaders.
It is traditional, of course, for publishers to say “thank you” to
those who support them. HNN really means our “thank you”. In
the second half of 2017, the distribution of HI News went over
an average of 100,000 per issue. We’re very grateful to everyone
who reads us, as well as to the advertisers who have supported us
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throughout the year. You have all given us a great incentive
to keep trying to do better. We really hope we can live up to
your expectations in 2018.

Happy Holidays
Looking back, 2017 has for HNN largely been a year that
was all about people. Even though we’ve been involved in
writing and publishing about the home improvement industry for over 20 years, this year all the team felt as though we
have only now begun to understand how deeply many people
think and feel about this industry.
While the commercial bonds count for a lot, we were
reminded of just how deep the community bonds are as well.
Whether it was discussing how retail stores are nurtured into
life with people like Chris Moorfoot, Julie Murphy and Ian
Cornwell, or getting deep into the origins of HBT with Lawrie
Peck, there is a lot that goes on beneath a seemingly casual
way of doing business.
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It made us all feel very fortunate to be involved in this
part of the retail industry, which is so closely connected with
helping families build a real home for themselves here in
Australia. While we continue to believe in tough reporting,
deep research, and moving from opinion to analysis, we were
reminded that in the end what we do is largely in the service
of this community.

We hope you all have an enjoyable time over
the holidays, and we look forward to seeing
you in the New Year.
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A NEW STANDARD FOR IN-STORE DISPLAY

TEL: (03) 9795 6789
FAX: (03) 9795 4567
ROMAK.COM.AU
Merchandising display for all Romak bulk items. Gondola not included.
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If you spend as much
time investigating hardware stores as the team
at HNN does, you will
soon become acquainted with the familiar,
high-visibility, bright
green custom stands of
Imex Lasers. Something
like nine out of ten hardware stores that we’ve
visited, big and small,
stock the attractively
designed laser products
of Imex.
To find out how the
company is doing, and
its view of the laser level
market as it continues
to develop, HNN caught
up with Carl Sandeman,
Imex’s national sales
manager. Those very
visible displays are a
significant part of the
company’s strategy,
which is very focused on
helping retailers.
“Imex operates as a true
partner to retailers,” Carl
tells us. “The company does not do any direct
selling. We value the loyalty of our retailers. We
reciprocate with great product displays and
point of sale material to assist retailers in every
way possible.”
One of the great points of difference that Imex
offers is the accuracy and reliability of all its
products. “There has been an explosion of cheap
DIY laser levels onto the market,” Carl explains,
“especially small line and dot lasers. These are
typically deficient in accuracy, unable to be
calibrated and either have faint lines or thicker
Class 3 lines — and no warranties.”
That’s not what Imex is about. “Imex is a brand
for serious professional tradesman, supplying
all lasers with calibration certificates, long

warranties, full back-up service and tools with
cutting edge technology and features,” Carl
states, with some emphasis.
It’s a claim that is backed up with considerable
evidence. The company’s UK office has recently
reported on two model LX3DG lasers that came
back to the office with quite serious damage,
including broken lighthouses. Yet both lasers
were still, the company says, projecting accurate
lines. That’s quite an achievement.

Experience
The first construction laser was launched in
1968 by Spectra Physics. This consisted of a simple laser that had to be levelled by the use of the
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traditional bubble level. The plasma tube, which
contained the helium and neon gasses which
were “lased” to produce the laser would last
for up to 300 hours of operation. The rig cost
USD8,000 — equivalent in today’s US dollars of
over USD56,000.
The next development Spectra made was to
add a motor to rotate the laser beam, which
meant the level standard could be available to
multiple workers building the interior fittings
to a room. Next, the first self-levelling laser
was developed, again by Spectra, in 1973. By the
late 1970s there was general acknowledgement
of just how useful the lasers were, with some
sources stating they increased productivity by
30% to 40%.
The commercial development of the diode laser in the mid-1990s changed the laser industry
dramatically. These used semiconductor materials similar to those used in light emitting diodes
(the familiar LED lights). Much less expensive
to produce than gas-based lasers, and offering
a much longer operating period, these began to
fundamentally change the laser level industry.
The effect was to produce lasers that lasted for
30,000 hours of operation instead of 300, and
cost half the price of gas-based lasers.
Imex has a very long history with the building industry in general. “The Imex team has an
extensive background in the construction industry, specifically in steel fabrication construction,” Carl says. “We have been around laser
levelling equipment since its inception around
30 years ago.”
The Imex brand was started as a niche market
measuring equipment supplier, International
Measuring Equipment. It sold specialist tapes,
measuring poles, and laser distance measurers
to a number of specific markets such as the
window furnishing, forestry, petroleum and
winery market.
In the early days, while laser levels brought
efficiency and better quality work within range
of the average tradie, they still had problems
The original laser levels were expensive, cumbersome, difficult to calibrate and dominated
by two or three major brands. They were sold
almost exclusively through a small number of
specialist laser suppliers and repairers.
That changed, however, and Imex was a big
part of that change. “In the last 15 years the
laser market has changed dramatically in terms
of diversity of use, channel to market, range of
products and accessibility for all trades,” Carl
tells us. “Lasers have become more popular

and mainstream. The units themselves have
become smaller, cheaper, more task-diverse and
user-friendly.”
Perhaps most importantly, it’s become much
easier for tradies to buy lasers through the
retailers they trust.
The contemporary brands in the industry —
such as Imex — have used the extensive network
of tool and hardware stores as the main channel
to market. This has greatly increased the awareness and changed the dynamics of the laser level
space.
One of the big changes that is still ongoing,
it that tradies are finding lasers so useful and
cost-effective, that many own at least two different types.
Because of the multiplicity of tasks where
lasers are a big help, and productivity gains that
have become very significant, it is now almost
a necessity for professional tradesman to have
more than one laser. A plumber might have a
rotating laser and a pipe laser. A builder might
use a line laser for internal work, and a rotating
laser for external set-out and levelling.
Imex has worked hard to enable retailers
to take advantage of these trends. “Imex has
increased its range to cater for this demand,”
Carl explains. “It’s a trend we see continuing for
some time into the future.”

Design advantage
Understanding the market, and reacting to
demand in a timely manner is one part of the
Imex strategy, but another major part is to continue to be at the leading edge design.
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According to the Imex
blog: “Two LX3DG‘s
recently came back into
Imex UK office a bit battered and bruised from
some harsh use! Both of
the LX3D’s are both still
working and projecting
accurate lines in spite
of being dropped and
lighthouses broken.”

people
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In particular, Imex has innovated the power
supply, moving to long run Lithium-ion batteries,
with USB port quick charging, something which
is relatively new to the laser industry. The next
rotating laser range for 2018 will include this
technology.
That’s just the beginning of what Imex has
planned for 2018. “The range will also have
standard millimetre reading detectors manufactured in Germany, which replace the usual up
or down direction arrows on current detectors,”
Carl says. “With a dual pick-up for either red
beam or green beam rotating lasers, these will
increase efficiency and accuracy.”
It’s a development Imex is very proud of. “This
will become the benchmark in exterior laser levelling,” Carl tells us. There is also a new machine
control receiver, the MR240, which is suitable
for smaller excavators. “We have a number of
updates planned for the line laser range next
year, along with some additional ancillary lasers
and hand tool items.”

Retailer focus
The company also works hard to deliver sales
incentives direct to tradies. An example is its
“Summer Tradie Deal”. “For December and
January, Imex is utilising a Cashback for their
Summer Tradie Deal with all rotating and pipe
lasers sold eligible for this,” Carl explains. This

is working well for the company. “We’ve seen an
increase in warranty registrations and enquiries.”
For retailers, Imex offers extensive back-up
to their in-store activities. This includes staff
training, and the company is always happy
to hear from retailers. “We welcome retailers
contacting us when the consumer is actually
in their store. That let’s us run through the
customer’s requirements, so that we can help
the retailer find the correct tool for their use,”
Carl says.
The company also encourages retailers to
engage with customers digitally. “A strong
website, a good social media presence, and an
online store are becoming essential for retailers
to remain relevant,” Carl says. “Imex supports
these with content and back-up.”
For retailers who want to take their laser level
sales to the “next level”, the company offers the
Imex Measurement in-store solution.
This is a “store within a store” that provides
great results. It offers a true customer experience, including a training area. With over 20 of
these throughout the country, Imex is currently
looking to expand this program.
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Imex is well-known for its
colourful, well-designed
displays.

statistics
Housing market:
the new downturn
in this
update:
•start
The text
housing
market seems
convinced there
will be a downturn, but it will
be short-lived
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• However, with
historically low
interest rates, it
is likely the RBA
will intervene in
third of fourth
quarter of 2018
• A target of 2.0%
interest rates by
March 2019 is
likely

• As capital exits
housing for other
investments,
growth in home
improvement retail revenue will
be constrained

It’s only natural
that, to some extent,
those involved in the
building industry come
to slightly overrate the
contribution building
makes to the Australian economy. One of
the Reserve Bank of
Australia’s (RBA) assistant governors, Luci
Ellis, spoke on the subject of “Where is the
Growth Going to Come
From?” in mid-November 2017. These are
some of her comments
on Australia’s building
industry:
Residential building work remains at
a high level -– faster
than would be needed
to house our growing
population –- but it is
no longer adding materially to growth. You
could argue that there
are important spillover
effects from housing.
People need to buy fur-

niture and other goods
to complete their new
homes, after all. But it
turns out not to add
that much. Spending
on furnishing and
household equipment
accounts for less than
half the share of GDP
that housing construction does, not all of it to
furnish new homes.

Above, Chart 1, RBA-set interest rates. Top, Chart 2, Business investment as share of GDP.
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Housing construction
contributed about 0.3
percentage points to
annual GDP growth
over recent years. So
any spillover via furnishings must be even
smaller. This sector is
not where we will find
an ‘engine of growth’ to
pull us all along.
That said, the
housing construction
industry and the real
estate market that has
supported it has played
an important part in
the economy, simply
through redistribution
of wealth. Families
have been able to rely

on the asset value of
their houses to borrow
more, making up for
slow growth in wages,
while others have
“cashed in” on assets.
The story of what
has been going on is
partly told by the two
graphs marked as
Chart 1 and Chart 2.
Chart 1 shows the level
of the overnight cash
rate determined by the
RBA. It’s likely that
to Australian economists and others of 15
years ago, this would
be a little shocking.
The very low levels of
interest rates, absent

any real direct shock to
the economy, betrays a
desire to stimulate at
almost any cost.
The marked decline
in business investment
since 2012 shown in
Chart 2, meanwhile,
shows that the stimulus is not having a
direct effect there. It is
an economy just barely
eking by, a portrait further fleshed out when
we consider the low
growth in wages.

tial dwelling prices
according to the ABS
price index, as well as
dwelling completions,
represented as the
number of dwellings.

The quarters when
building commencements have reached
a peak, followed by a
decline, are shown by
the dark grey bars.

Housing
Chart 3 shows the
movement in residen-
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Above, Chart 3, shows the ABS dwelling price index, along with the ABS completed dwellings, by number. Top,Chart 4, shows RBA estimates of changes in
house prices..
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Housing completions
experienced a decline in
the second half of calendar 2015, then picked up
from late 2015 through to
early 2017, and have been
flat since then.
For the two previous
peak events, we could
say that the peak is
somewhat market
predictive, or taken to
be market predictive,
and just as housing
commencements start
to taper off, so do house
prices, as market demand decreases.
In the most recent
peak, however, while
there is a decline in
house prices in Sydney
immediately before the
peak, after the peak,
strong price growth
starts up again, until the
most recent, September
quarter. Melbourne
also shows strong price
growth.
What is going on here?
One interpretation
might be that we are
seeing the two ends of
the building industry
coming to quite different conclusions about
what happens next. On
the real estate/home
buyer end of the market,
the sentiment may be
that while there could
be a lull in house price
rises, as demand remains strong, prices will
continue to rise. At the
other end of the market,
construction and house
builders, the sentiment
is more balanced toward
the downside. Construction activity may remain
at the same level over
the next 18 months, but
demand will moderate,

and prices decline slowly.
One reason why the
second version is more
likely to come true is
down to the role the RBA
has to play. As several
commentators have
pointed out, the housing market has almost
held the RBA’s ability
to alter interest rates
hostage since June 2015,
when the interest rate
first moved down to the
2.0% level. It seems quite
likely to HNN that one
of the RBA’s goals would
be along the lines of
lifting the interest rate
back up above 2.0% over
the coming 18 months.
If the real estate market remains depressed
through to June quarter
2018, then recovers in the
September quarter 2018,
an interest rate rise in
the final quarter of 2018
is very likely, followed by
more rises in the subsequent quarter.
What will that mean
for the home improvement industry? As
HNN has suggested in
the past, we are likely
looking at a period when
capital will be exiting the
housing industry, with
households diversifying
more into other investments. Overall construction activity will remain
flat in housing, while
infrastructure spending
will be boosted for the
next two years at least.
That means that retail
revenue growth will be
constrained, as it is at
present, and probably
favour the consumer
over the trade side of the
business.
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The NEW construction laser range from Imex; a quantum
leap in laser level innovation, with multiple ground breaking
features. It’s time to level a whole new world….
• 9 Ah lithium-ion batteries with up to 48hr run time
• USB port fast charge batteries
• Digital Detectors in mm increments standard on all models
• High wind alert auto reset

Available at leading tool and hardware stores nationwide

www.imexlasers.com.au

big box update
More Bunnings stores
are green-lit
in this
update:
•start
More
approvals
text
for Bunnings
stores

• Change of plan
for Balmain site

• Bunnings moves
on from SA site
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• Sunshine and
Devonport stores
open

• Mernda and
Bairnsdale stores
sold
• Bunnings grows
its New Zealand
store network

Bunnings has submitted development
applications for stores
in Ballarat (VIC) and
Woolloongabba (QLD).
It has received approvals for stores in
Clyde North (VIC) and
Majura Park Shopping
Centre (ACT).

Ballarat store
extended
Bunnings has lodged
a planning application for a 17,000sqm
premises on the corner
of the Glenelg Highway and Cherry Flat
Road in Ballarat (VIC).
Should the application
be given the green
light, construction is
set to begin in the first
quarter of 2018.
In a statement, Bunnings general manager
– property Andrew
Marks said the new
store would be in
addition to the existing
Creswick Road premises.
The announcement
comes after the opening of the huge Delacombe Town Centre,
driven by lead tenants
Woolworths, Kmart
and Ballarat’s second
movie theatre, Showbiz
Cinemas.
The proposed Bunnings site which sits
across from the Dela-

continues next page

The proposed
Woolloongabba
(QLD) store. Top,
artist’s impression,
middle, plan view,
and bottom, map
and orientation of
the store.
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big box
update
Bunnings green-lit (cont.)
combe Town Centre has been touted as a future bulky goods
retail premises since the development of the Ballarat West
Precinct Structure Plan, which was approved in 2012.
Delacombe Town Centre landlord Steven Troon said he
was excited to see a retailer like Bunnings building across
the road. He said the shopping centre was already experiencing increasinggrowth, with Kmart’s auto service store
to open in the new year as well as a Groove Train chain
restaurant.

Getting to Gabba
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Bunnings is expected to open a store at Woolloongabba,
late next year or in 2019, after lodging a development application.
The news has split the local community, according to the
Courier Mail, with many in support but others upset about
an estimated 1058 extra car trips on Saturdays and the impact on smaller retailers.
The development application outlined plans for a
17,000sqm, two-storey building covering 88% of the site,
which borders Ipswich Road and Henry Street. Bunnings
believes high public transport use would mean the 399
planned car parks would be sufficient.
Gabba Business Association president Suzanne Bosanquet
said while it might have an impact on medium-sized traders,
the new store would be a great thing. She said:
This will bring people to the area. That part of the Gabba
really needs activation. At the moment people are having to
drive out to Cannon Hill or Tarragindi to go to a Bunnings,
but now they will come here.
Particularly after Mitre 10 closed at West End, something
like this is really needed.
Finlayson’s Timber and Hardware director Michael Finlayson said while they took nothing for granted, their business was much more trade based and they were confident of
fending off any competition. He said:
We will just focus on improving our trade offer. We have
knowledge of the industry nobody else has,.

The 16,600-square-metre DIY warehouse will anchor stage
one of developer MAB Corporation’s 38-hectare project,
which is set to include showrooms, a petrol station, a childcare centre, food and beverage outlets and leisure facilities in addition to 65 industrial lots ranging in size from 1000
to 3000sqm each.
Ian Parry, development manager at MAB Corp, said the
previous owners had held preliminary discussions with
Bunnings – the deal got over the line when Bunnings secured a permit for the new warehouse.
The nearest existing Bunnings is four kilometres away, a
store about half the size of the proposed new warehouse.
Mr Parry told The Australian Financial Review it would be
the first Bunnings to open in a MAB Corp business park and
would act as a catalyst for the next phase of the development of the rapidly growing Clyde North area.
Infrastructure works at Element Park are set to commence
in early 2018 and cease in early 2019, prior to the completion
of the Bunnings Warehouse.

Majura Park confirmation

Canberra Airport has confirmed that Bunnings will be
opening a new store at the Majura Park Shopping Precinct
next year. It will occupy the 13,500sqm previously occupied
by Masters to the north of the precinct, with parking for 350
cars. The store is expected to open in mid-2018.
Bunnings said a site of this size allowed it to increase the
range of products on offer to the local community.
Canberra Airport managing director Stephen Byron said
the Airport looked forward to welcoming Bunnings Warehouse to Majura Park. He said:
The arrival of Bunnings, coupled with the recent opening
of AutoBarn and Dan Murphy at the shopping centre, are
fantastic additions to our customer experience and breadth
of offer.
No decision had been made about the future of the nearby
Fyshwick store but Bunnings said it would keep team members and the community informed.
goo.gl/Xb9azv
Element Park business park
goo.gl/ikoTHW
goo.gl/vsWxSk
Bunnings is set to open a large-format store in Clyde North goo.gl/9ppDZS
in Melbourne’s south-east in 2019 after taking up a 3.77-hectare site within the $150 million Element Park business and
retail park.
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Change of plan for Bunnings Balmain outlet
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Bunnings has lodged
a new development
application for a
three-storey outlet
at 2-8 Parsons Street,
Rozelle (NSW), opposite the heritage-listed
White Bay Power
Station. If approved,
the $11.8 million development would involve
demolition of a disused
warehouse to make
way for two levels
of retail on top of 74
ground level car parks.
This is a revised
proposal after earlier
versions met with
obstacles with Inner
West Council. Bunnings said the revised
proposal included
“significant improvements” to streetscape
and heritage including
“heritage interpretation” and landscaping.
Bunnings general
manager – property
Andrew Marks previously told the Inner
West Courier the small
format store would
offer a “convenient

alternative to visiting
the larger Bunnings”.
He said:
The site (has) a history of commercial uses
and is surrounded by
retail and wholesale
and light industrial
businesses. We remain
committed to bringing
jobs and investment to
the local community.
Bunnings withdrew
similar plans for the
same site in February
after the council raised
11 objections including traffic impacts on
the Victoria Road and
Robert Street intersection, which had not
been measured in the
application.
An updated traffic
assessment predicted
40% of vehicles would
access the site from
Victoria Road, which
currently carried
80,000 cars per day,
while 30% would funnel through Mansfield
and Mullens Streets.
The report, however,
predicted the increase

A map of the proposed site at 2-8 Parsons Street, Rozelle NSW 2039
to be “quite minor” due
to the “small format”
store — roughly
one-fifth the size of
an average Bunnings
warehouse
In addition to increased traffic, there
was also community
concern about impacts
on the existing nearby
independent hardware
retailers.
However in a recent
development, the landlord of The Hardware
Store has lodged plans
with Inner West Coun-

cil to subdivide the site
into three two-storey
buildings. Proprietor
Grant Crowle said he
was in the process of
looking for alternative
sites should the business have to relocate.
In submissions to
the new plans, traffic impacts remain
the primary sticking
point with residents,
with some saying any
increase in vehicles
would “exacerbate
peak hour bottlenecks”.
The council previous-

ly found the development plans did not
assess noise impacts
on nearby homes,
failed to use correct
flood analysis modelling, and lacked waste
management plans.
To view the plans, go
to Inner West Council’s
development application site for the former
Leichhardt council
area and search:
D/2017/631.
goo.gl/T8XAUw

were a few individuals
who didn’t want it, like
any situation, but I
think overall if we look
at Bunnings … it’s not
an evil, illegal entity we
should be shunning, it’s
something we should
embrace.
A group of residents
complained the large
hardware store would
be inappropriate for
the area and that medium-density housing

would be a better fit.
In a brief statement,
Bunnings general manager of property Andrew Marks thanked
members of the community who supported
the proposal.
We will now be exploring other development opportunities for
the site.
goo.gl/7bLY7h

Bunnings switches up site in SA
Bunnings plans to
open a new two-storey
store on South Rd, Edwardstown (SA) after
pulling out of building
a store in Panorama
following objections
over its design. The
proposed store is
located 2km from the
Panorama site.
Mitcham Mayor
Glenn Spear told
Adelaide Now that
Bunnings pulling out

of the area was a “great
opportunity missed”.
He said:
First of all, it’s $50
million in capital that
hasn’t happened in
Mitcham. The site is
a pigsty … We missed
out on the economic
impact of jobs while
the centre was being
created, we miss out
on 170 ongoing jobs for
our people and we miss
out on significant rate

income.
Panorama Clapham
Community Group
spokesman Neil Baron
said there was strong
community support
for a Bunnings store in
the area on the former
TAFE site. He said:
People thought it was
going to go through
and they didn’t have
to vocally support the
issue…The community
was supportive. There
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Sunshine Bunnings
Warehouse, the first
Bunnings store to be
built in Australia, has
reopened after a $13
million refurbishment.
The newly renovated warehouse has
50 additional staff
members and a new
undercover timber
yard, large landscape
and green life nursery, trade sales drive
thru, state-of-the-art
kitchen division and
air conditioning.
Store manager Matt
Caruana said he was
delighted with the
results of the 16-week
project. While pleased
with the end result, Mr
Caruana said the project was difficult from
a logistical standpoint.
He told Star Weekly:
We have 110 team
members here who had
to be placed in other
stores while the works
were being undertaken.
On top of that, there’s
also the risk that shop-

pers will become comfortable at alternative
stores. We’re surrounded by Bunnings stores
around here.
But with the project
now complete, Mr
Caruana said the store
is now a source of
great pride.
We had a staff opening for the store before
we had the public
one and 700 people
attended, which just
shows how much this
place means to the
organisation. It was
definitely all worth
it. As Australia’s first
Bunnings store, it’s
important that it’s kept
in line with modern
standards so it stays
around for many more
years to come.
*Motivational”
Devonport opening
The recent opening of
Bunnings Devonport
resembled more of a
motivational seminar
with AFL legend Kevin
Sheedy at the helm.

Bunnings Mernda and
Bairnsdale sold

According to The Advocate, he held the crowd
in the palm of his hand
as he spoke about
what drives people and
life in general.
Mr Sheedy regaled
people with typical
“Sheedy wisdoms” but
at almost 70, it was his
passion for life and
genuine connection
with all ages which
struck a real chord.
Devonport complex
manager Felicity
Powell said the store is
the seventh Bunnings
warehouse in Tasmania and represented a
$19 million investment
in the city. She said
Bunnings opened two
North-West warehouses because the public
wanted one in Devonport.
goo.gl/sWKaZP
goo.gl/LrG4kz
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Private developer RCL Group has sold a yetto-be-built Bunnings in Melbourne’s northern suburbs for around $25 million.
The 15,000sqm hardware store on Plenty
Road in the outer growth-area suburb of
Mernda has been pre-leased to Bunnings, and
is expected to open midway through 2018.
A Bunnings in Bairnsdale, in Victoria’s
East Gippsland district, has also sold in an
off-market transaction for $12.42 million. The
smaller 8,558sqm store was purchased by
a Melbourne-based syndicate on a yield of
5.66%.
The vendor, based on the Mornington Peninsula, made a profit of $4.213 million, a gain
of 51.33% from the $8.207 million purchase
price in 2013, said Burgess Rawson’s Graeme
Watson.
The Bunnings Mernda site is part of larger
8.5 hectare comprehensive development
zone, in one of Melbourne’s fastest-growing
new communities.
The site has capacity for big box retail
outlets, fast food and medium to high-density housing, according to RCL chief executive
David Wightman.
goo.gl/g2Cg6g
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The Bunnings Hamilton South store is for sale
Bunnings’ new trade
centre in Hastings,
Hawke’s Bay, New
Zealand is seen as
evidence of the region’s
booming economy.
After investing more
than NZD4 million
into the trade centre
on Heretaunga Street,
Bunnings commercial manager (NZ)
Des Bickerton said
Hastings’ thriving
building industry and
the “booming” wider
Hawke’s Bay economy
were major reasons
behind the move. He
told the New Zealand
Herald:
We used to be
Benchmark Building
Supplies and we had a
really strong presence
here, then obviously
when Bunnings came
along and took over
our Benchmark stores
and rebranded them,
we really realised we’ve

always wanted to have
a strong presence here,
so this is exciting for us
… It’s a great opportunity, especially on
our trade side we deal
with everything from
orchardists, farmer to
builders.
This trade centre is
the big box retailer’s
eighth in New Zealand and the second
premises in Hastings,
alongside a Bunnings
Warehouse on Market
Street. It is 3000sqm
and includes an undercover drive-through
area and 25 parking
spaces.
The trade centre was
officially opened by
former All Blacks Taine
Randell and Jeff Wilson. Mr Randell said:
For Hawke’s Bay,
certainly the last few
years have been fantastic and to have an
international company

the property has a
net lettable area of
11,645sqm on a 3.1ha
site. It incorporates
a 1796sqm garden
centre, a 5187sqm main
warehouse, a 2224sqm
timber trade sales area,
and a 1939sqm timber
trade yard. It is also
fully leased for 12 years
to Bunnings.
Jason Seymour of
Colliers International
said Hamilton is experiencing strong growth
as a result of New
Rangiora
Zealand’s economic
development
success.
Construction of the
A Bunnings WareWaikato Expressway,
house is also set
due to be completed in
to open in central
Hamilton South
late 2020, is expected
Rangiora, New Zealand store for sale
to cut travel times to
next year. The big box
Auckland significantretailer has applied
The Bunnings Hamil- ly, making Hamilton
for approval to open a ton South store for sale much more accessible.
store in the old Count- is being marketed as a
https://goo.gl/TfWeAj
down supermarket on long-term investment
https://goo.gl/bf6qjs
the corner of Queen
property.
https://goo.gl/iVmQ9c
and Victoria Streets.
Completed in 2016,

like Bunnings to have
the confidence to invest
in Hastings is fantastic.
Over the last two
years 200 commercial
and industrial building
approvals have been
granted in Hastings,
worth about NZD100
million. Another
positive for the local
economy has been the
release of industrial
land in Omahu and
Irongate.
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Bunnings New Zealand general manager
Jacqui Coombes said
the new smaller format store was expected to open in early
2018. She said:
We can confirm we
have received draft
resource consent for
a new Bunnings store
in Rangiora and are
currently reviewing the
conditions.
The Rangiora store
will become the seventh store in the South
Island. Bunnings
currently has about
53 stores across New
Zealand.

indie update
Bundaberg HTH
closes due to insurance
in this
update:
•start
Dipper’s
textHTH
Moree, NSW celebrates turning
5, even as family,
community
mourn loss of
Anthony ‘Dipper’
Diprose
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• Porter’s Mitre 10
in Mackay,QLD,
will complete
transition to
Sapphire stores
in January 2018

• Cooper’s HTH in
Bundaberg, QLD,
has shut down
as store cannot
obtain flood
insurance

The Bundaberg News
Mail reports that a
Home Timber & Hardware Group store has
been forced to close,
mainly because it cannot obtain insurance
against flooding.
Cooper’s Hardware
has been in business
for a reported 25 years.
It suffered during
the floods that swept
through Bundaberg,
Queensland in 2011 and
2013, but managed to
recover from those two
events. Now, however,
the store finds it cannot obtain the necessary insurance, and
has little choice but to
close down.
Store owner Stephen
Cooper is reported by

the community newspaper as saying:
Trying
to sell a
property and
business,
which was
highly saleable before
because it
had insurance cover,
is not saleable now
because no one is going
to buy a business that
isn’t insured. It has
reduced our ability to
talk to banks, borrow,
all the things you need
to do and put a massive
amount of pressure
on us.
Mr Cooper is reported as being a strong
supporter of flood miti-

gation efforts in Bundaberg. In particular, he
sees the establishment
of the East Bundaberg
levee as crucial to the
town’s future.
Mr Cooper also
believes that the
entry of Masters Home
Improvement into the
market (even though
he runs an HTH-bannered store) and the
ongoing expansion of

Bunnings have made
his business less viable.
While his own business will cease, Mr Cooper is reported as being
enthusiastic about the
future of Bundaberg
itself, praising in particular the $16 million
CBD Revitalisation
Project.
goo.gl/3ru69A

Porter’s M10 moves to Sapphire

In April 2017
the well-known
Porter family of Mackay,
Queensland,
moved to buy
most of the equally well-known
Woodman family’s
Mitre 10 stores.
This included the
stores in Sarina,
Marian, Proserpine and Cannonvale, but not the
store on Nebo
Road, Mackay,

which has subsequently been
closed. The stores
re-opened under
the Porter’s Mitre
10 banner in early
June 2017.
Since then,
Porter’s has been
busy, and is now
most of the way
through converting its Mackay
store to become
part of the Mitre
10 Sapphire program. That work

is expected to
be completed by
mid-January 2018,
but the results are
already evident in
the stores, according to the Mackay
Daily Mercury
newspaper.
The Mercury
quotes the managing director of
Porter’s, Gavan
Porter Snr, as
saying that the
new stores will
include wider
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product ranges,
and a higher
level of amenity.
Included in the
changes will be
showrooms for
the Principal DIY/
trade kitchens.
The Sapphire
program now
has 28 converted
stores across Australia. It introduces a standardised
way of presenting
products, which
is customised to

each unique store.
Independent
Hardware Group/
Mitre 10 also uses
the program to
encourage store
owners to range
specific products,
the “core range”.
Metcash quotes
an average retail
sales of uplift of
more than 15% for
converted stores.
goo.gl/6ssrM5
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The day of 1 November
2017 was greeted with joy
tinged with some sadness
at Dipper’s Home Timber
& Hardware in Moree,
NSW. It was a joyful occasion because it marked
the five year anniversary
of when Anthony ‘Dipper’
Diprose and wife Rebecca
first opened their store. It
was also somewhat sad as
Mr Diprose passed away
recently, in September
2017.
The store did not take
long after opening to
become one of the stars
in the HTH fleet. Just
two years after opening,
in 2014, the store won the
prestigious Home Timber
& Hardware National
Store of the Year award
for stores larger than 1000
square metres. Recently,
Dipper’s found out it had
won yet another award,
the 2017 Northern NSW
Home Timber & Hardware
Store of the Year, again
in the over 1000 square
metres category.

Speaking to the Moree
Champion newspaper, Ms
Diprose reflected on the
hard work that had made
the store possible.
When Dipper and I
embarked on this business
we knew the early years
would be hard work – long
hours and steep learning
curves – and they were,
particularly with a young
family.
But we knew that for all
that hard work we were
building a brand and a
fantastic local business
that could withstand any
challenges – and one that
would eventually afford us
more family time, and, of
course, give Dipper more
time on the golf course!
Ms Diprose is determined to continue running the store. The Moree
Champion reports that
she has long been involved
in its management, and
has the benefit of a strong
support team at the store.
goo.gl/MCH6ZN
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John Ioakim

The Lakes H Hardware - LAKES ENTRANCE, VIC
How did you come into the hardware business?
I was the store manager of this store under the previous owners when it was
a bannered store. In 2016 the owners called me looking to sell. My wife,
Leanne and I spent many a night around the kitchen table running figures
and swapping ideas for the store. We decided to go for it but we wanted to
be truly independent and in control of our stock.

What made you decide on branding your new store H Hardware?
We had a few recommendations to join the HBT Buying Group and when that
stacked up we had a chat with Steve Fatileh who showed us the branding
for H Hardware. It looked great, the colours are eye catching and it really
stands out. The clincher for us was that the store was ours, we could be

For more information and
membership application call

1300 305 719

independent with a strong brand and no forced promotional stock eating up
floor space and our bottom dollar.

How is business today?
We opened in July 2016 and 12 months on business is good. We’ve had
growth and we have strong customer base. Our trade business makes up
75% of the business, I look after that and Leanne is the face of our retail
side. It’s come along way from our first official order that BGC sent to our
house and I borrowed a trailer to be able to deliver it to site.

What would you say to someone considering transitioning
to H Hardware?

If you want to have control of your business, your stock, your promotions
and a stand out brand,then H Hardware is a no brainer.

supplier
big box update
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Koala Nails now part of
Brighton Best
in this
update:
•start
James
Hardie
text
makes European
acquisition
• Tool brands go
under Crescent
name
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• Smart factory
initiative from
Stanley Black &
Decker

• Hillman’s fastener business got
bigger
• Brighton Best
buys Koala Nails
• Big River Group
focuses on trade
supply

Brighton Best International (BBI) has
closed its acquisition
of NSW-based fastener
supplier, Koala Nails.
In a correspondence
to its distributors,
BBI president Jun Xu
said that “combining
the strength of BBI’s
worldwide distribution
network and sourcing
abilities, with the …
knowledge of the Koala Nails team, will bring
tremendous value and
benefit to customers.”
Patricia Palladino,
director at Koala Nails
concurred, and said
that “adding the Koala
range of products to
BBI’s offering makes
sense and will provide
long term strength
and growth oppor-

tunities for Koala’s
current companies
and potential for much
larger reach for future
customers”.
Koala Nails began
operations in 1981. Its
product line includes
collated screws, loose
screws, framing nails,
coil nails, collated
brads, collated sta-

ples, pneumatic air
nailers and staplers,
nylon nail-it plugs and
mickey pins, split drive
anchors, tie wire and
hammer drive alloy
anchors.
Ironclad Performance
Wear, a US-based
supplier of hand safety
solutions has also been
acquired by BBI for an

undisclosed amount. It
manufactures task-specific PPE gloves.
Founded in Cincinnati, Ohio (USA) and
headquartered in
Taiwan, Brighton Best
is a global supplier of
industrial and construction fasteners.
goo.gl/GJ7vJS

Hillman buys specialty fastener maker
US-based Hillman
Group has purchased
Texas fastener manufacturer, Hargis
Industries which does
business as ST Fastening Systems (STFS). It
has become part of the
company in a deal in
which financial details
were not disclosed.
STFS’s headquarters
will remain in Texas
and industry veteran
Bruce Crouch will
continue to lead it as
a part of Hillman. It

will also maintain a
distribution centre
in Cincinnati, Ohio,
where Hillman is
based. Hillman CEO
Greg Gluchowski said
in a statement:
We are excited to have
STFS join the Hillman
family. Bruce is a great
addition to the Hillman
leadership team and
we look forward to the
contributions that he
and his team will bring
to Hillman. STFS’s
product lines and op-

erational capabilities will expand
our presence in
strategically important commercial and industrial
markets.
Hillman expects
STFS’s portfolio to fit
well with its own fastener offerings. STFS
products are sold to
metal building fabricators, hardware wholesalers and building
products distributors
in the US.
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Founded in 1964,
Hillman sees itself as
a provider of complete
hardware solutions. It
is Greater Cincinnati’s
12th-largest private
company with 2016
revenue of USD814.83
million.
goo.gl/bvZeMm
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James Hardie Industries has entered into
an agreement to acquire German-based XI
(DL) Holdings GmbH
and its subsidiaries
which includes Fermacell, one of Europe’s
largest fibre gypsum
board manufacturers.
James Hardie CEO
Louis Gries said the
Fermacell acquisition
is about accelerating in
Europe where demand
is rising. He also said
the group isn’t likely to
pursue any other big
acquisitions for the
next five years after
spending $720 million
to purchase Fermacell. Mr Gries told The
Australian Financial
Review.
This is an unusual
step for us. We’re an organic growth company.
James Hardie had
been exporting into
western Europe from

the United States but
wasn’t able to develop
enough momentum.
Mr Gries said:
We just haven’t gotten
the traction that we
wanted. We were just
not a big enough influencer in the market,
So it opted to buy Fermacell when it came
on to the market in a
competitive sales process. The acquisition
is expected to close in
the fourth quarter of
James Hardie’s 2018
fiscal year.
Mr Gries said Fermacell had more than
70% market share in
the fibre gypsum board
category in Germany and was the best
springboard to capitalise on economies in
western Europe, which
were starting to show
more signs of life.
He said the company
would now focus on

generating organic
growth. The US
still represented
the biggest opportunities for the
company, but the
Fermacell acquisition gave it a much
better platform
to build a bigger
European business.
Before this deal,
the North American operations
represented about
80% of the company’s business.
Fermacell is one of Europe’s largest producers of gypsum board
We think what
Fermacell does is
Hardie has in the US
Mr Gries also said the
give us that regional
market, but similar to company was “pretty
capability and regional those in the Australian happy” with the coninfluence that will be
market. He said:
tinued momentum of
important to launch a
Fermacell will diverits Australian business
much higher-growth
sify our geographic,
in building products at
fibre cement strategy in product and end-mar- a time when property
Europe.
ket portfolio, complemarkets in Sydney
Mr Gries said Fermenting our strong
and Melbourne were
macell has good
positions in North
slowing.
growth opportunities America and Australgoo.gl/EyHJnQ
in Europe, not as big
asia…
goo.gl/V9ypBm
as those that James

Hand tool brands consolidate
Lufkin, Wiss, Nicholson, and H.K. Porter
tools will come together under the Crescent
brand, according to the
Apex Tool Group.
The company has
a new brand identity program for its
Crescent brand which
involves a different
logo, colour palette,
and tagline – “Trusted
by the Trades” – along
with an expanded
product offering of
over 2,600 products
across the five brand
names.
The Crescent lineup

will now include all
Lufkin measuring
tapes, rules and wheels;
Wiss snips, scissors,
shears, knives and
trade tools; Nicholson
files and saws; and H.K.
Porter cutters. The
main Crescent brand
will continue to cover
adjustable wrenches
and other hand tools.
Supporting brand
logos, product design,
colours, packaging,
websites, and other
forms of identification
will migrate to the new
brand identity in early
2018. Curt Weber, se-

nior director of brand
management at Apex,
said:
The Crescent brand
has been trusted by
professional tradespeople for well over 100
years. We
are building on this
trust by
expanding the
Crescent
offering
to include
products
not only
from
Crescent,

but from several other products from which
respected hand tool
to choose, all under the
brands in the Apex Tool Crescent name.
Group portfolio. This
goo.gl/t7izZV
expansion will give
our customers a wider
selection of quality
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Stanley Black & Decker will open an Advanced Manufacturing
Center of Excellence
as part of its Global
Industry 4.0 “Smart
Factory” initiative.
Called “Manufactory
4.0,” named after the
original Stanley Bolt
Manufactory founded
in 1843, the 23,000sqft
centre will develop its
work in automation
and data exchange.
Manufactory 4.0 will
serve as the epicentre
for the latest technologies and processes with
respect to Industry 4.0,
according to Don Allan,
CFO for Stanley Black
& Decker. Industry 4.0

is refers to manufacturing technologies,
including cyber technology, the Internet of
Things, cloud computing, robotics, artificial
intelligence and 3-D
printing.
The company has
also made a three-year
commitment to partnering with Techstars,
and is announcing the
launch of the Stanley+Techstars Additive
Manufacturing Accelerator. The mentorship-driven, entrepreneurial accelerator
program will identify
10 startups in the additive manufacturing
space to participate

Hartford, Connecticut (USA) has been chosen the location for Stanley Black & Decker’s
Advanced Manufacturing Center of Excellence
in the program’s first
year. Companies will
co-locate with Manufactory 4.0 and have
access to mentoring
and resources to grow
their ideas into viable
businesses, and bring

new technologies to
market.
Additive manufacturing refers to 3-D printing and the collection
of technologies that
are used throughout
the process, including

those involved in rapid
prototyping, rapid
manufacturing and
free form fabrication,
among others.
goo.gl/4UQ4wU
goo.gl/Jd7Jzb

Big River positioned for trade
Building materials
company, Big River
Group is experiencing
a period of growth in
its share price following the acquisition of
four timber businesses.
The acquisitions reflect
Big River’s plan to
better supply the trade
segment of the building and construction
industry in Australia.
In March 2017 Big River acquired Adelaide
Timber & Building
Supplies (ATBS), a supplier to the SA market.
In April, Sabdia Mitre
10 in Brisbane was
acquired, followed by
Midcoast Timbers on
the Gold Coast in September, and Ern Smith
Timber and Hardware
in Hume (ACT) due to
complete in December.
These latest acquisi-

tions have increased
the company’s sales
and distribution
outlets to 13 locations
in the major population centres. Big River
managing director Jim
Bindon told the Daily
Examiner:
These new businesses
increase the group’s
exposure to detached
housing and the alteration and additions
market, to better balance activities in other
sectors. They were key
purchases within our
continued diversification strategy across
states and construction
segments.
The acquisition of
ATBS allowed Big River
to launch MaxiWall, a
new, cost-competitive
autoclaved aerated
concrete product, na-

tionally. Previously the
MaxiWall brand was
only available in South
Australia. Mr Bindon
said:
Solid outlooks in the
detached housing and
commercial construction markets and a
sizeable increase in the

civil and infrastructure
pipeline, together with
Big River’s geographic
diversity, means we are
poised to continue this
success in 2018.
The acquisitions
come on top of the
company’s listing on
the ASX under the

company’s parent
name, Big River Industries (BRI) earlier this
year.
goo.gl/nfaiSP

Big River has launched MaxiWall nationally. It is an autoclaved aerated concrete product.
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DIGiTAL
76,100

70,800

135,500

125,000

Digital is like the Ocean: it connects to everything.
What makes HI News unique is that we know what our readers like. We know,
because we analyse the downloads every week.
That’s also why we can guarantee our advertisers the sort of audience they
need. We can put an exact number on engagement.
And, because our costs are so much lower, so are our ad prices. As low as just
20% of equivalent print prices.
Come on in. The surf’s fine.

HNN. The home improvement industry digital experts.
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Contact Betty Tanddo
betty@hnn.bz or
0411 431 832

tech/security
IHG responds to
Natbuild allegations
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• The respondents
in the Natbuild
breach case
have filed their
defences

• One key consideration is
whether the
documents that
were allegedly
accessed were
actually confidential or not

In the matter of the alleged breach of National
Building Suppliers’ (Natbuild) TradeNET members-only information database by employees
of Metcash’s Independent Hardware Group
(IHG) in September/October 2017, those employees have now lodged their defence statements,
along with defence statements by Metcash and
its various commercial entities.
Reporting on the matter of the defence statements contrasted with the Statement of Claim
by Natbuild is difficult. It is impossible to offer
an opinion about a matter before the Court, and,
in the absence of any opinion, the usefulness of
the reporting itself is diminished. Such opinions
would, of course, be disrespectful to the Court.
What does seem possible (and remains
properly respectful of the Court) is to broadly
characterise some elements of the defence that
is being presented, and to provide some examples of what the Statement of Claim alleges, and
how the defence documents respond.
For cases like this one, at this stage much of
the focus is on ascertaining how much, if any,
damage might actually been done by the activities that may or may not have taken place. That
will likely relate to whether any compensation
is due, and, if so, what the amount of that compensation should be.

of the breach itself — that much harm had been
done by downloading the document.
Equally, if HNN had downloaded a “hot tips”
document that revealed Beyonce was about
to have triplets, given HNN’s interest in actual
news, it would not be likely we would benefit
from that information, or, simply by knowing it,
do much harm.
A slightly trickier area might be downloading
a document that the website’s owner would
consider confidential, but which, as it is not
adequately marked as confidential, the intruder
might not recognise as confidential. For example, a spreadsheet listing the circulations of a
publisher’s magazines could be confidential, or
it could just be a record of information readily
available to the public.
Of course, what might also be taken into account would be whether the employees of HNN
were previously acquainted with the type of
information they were handling. If, for example, we produced our own circulation spreadsheets, and all of those were regarded as highly
confidential, then it could be assumed that we
knew the third-party ones accessed were also
confidential.
Or could it be assumed? It is a very interesting
legal point. For example, should the very nature
of making illegitimate access to documents alert
Admission and denial
the intruder that they were likely to encounter
confidential material?
HNN must caution our readers that it is very
In a very, very broad sense, these examples
easy to rush to judgement. What is being judged hint at the content of some defence documents
here is not “everyday conduct”, but rather legal presented by Metcash and its employees.
matters, which must strive to be exact and fair.
Again, while we really encourage readers to
Most of us would, in our everyday way, assume follow this case, as we’re sure the Court’s ruling
that if you breached the security of a website
will have much to teach us all, this is a very
and downloaded documents, those documents technical area. HNN really does not have an
would presumably to be “protected” in some
opinion, but we remain eager to learn.
way.
Yet, if we take an entirely hypothetical case,
Examples
where a news organisation like HNN breached
a website’s security (as unlikely as that is), and
In the following examples, HNN will be perthen downloaded from that site a news article
sisting in its policy of not naming individuals,
that was available to the public, it would be
using codes instead. A1 refers to the person who
difficult to show — apart from the illegal nature was allegedly responsible for the breach itself,
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M1 is A1’s immediate manager, and is alleged
to have been involved in the distribution of
documents.
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had a telephone conversation with [redacted]
of Corinthian Doors, in which [M1] stated to
[redacted] words to the effect that:
(a) Mitre 10 wanted to recommence negotiaAccess of documents
tions with Corinthian Doors; and
(b) Mitre 10 expected Corinthian Doors to agree
This is an example of questions about confito give Mitre 10 the same price discount that
dentiality.
Corinthian Doors agreed with Natbuild
Natbuild’s Amended Statement of Claim
The defence statement states that [M1]:
states:
(a) admits that [he/she] had a telephone conOn Friday, 22 September 2017, at IHG’s office at versation with [redacted] of Corinthian Doors on
15 Corporate Drive Heatherton, Victoria (IHG’s
Monday 16 October 2017;
Heatherton Office), [A1], using the HTH IP Ad(b) denies that he said words to the effect that
dress and a computer belonging to IHG or one of Mitre 10 expected Corinthian Doors to agree to
the IHG Companies, acting in concert with [M1] give Mitre 10 the same price discount that Corinor at [M1]’s explicit or implied direction:
thian Doors agreed with the applicant; and
(a) at 11 :29:54 used the personal login details
c) otherwise does not admit the allegations in
and password of [redacted] (an employee of
paragraph 59.
[redacted], a Natbuild Member) to gain access
Going on from the above, the following text
to TradeNET, without [redacted]’s knowledge or appears in the defence documents for both A1
permission;
and M1:
(b) between 11 :29:54 and 11 :48:47, used such
... denies that [he/she] knew or ought reasonaccess to TradeNet:
ably to have known that a price discount negoi. to view and download four Confidential TPAs tiated between the applicant and Corinthian
between Natbuild and of its suppliers;
Doors and recorded in the Corinthian Doors TPA
ii. to attempt to view and download a further
was confidential to the applicant.
Confidential TPA between Natbuild and another
supplier, to which access was denied;
Information not of interest
iii. to download numerous other files containing confidential and commercially sensitive
One part of Natbuild’s allegations that atinformation relating to the business of Natbuild tracted some attention was the allegation an
and Natbuild Members;
IHG employee, whom HNN has codenamed
iv. to visit the promotions and “Supplier Terms” “M2”, used a smartphone to take images of a
pages on TradeNET; and
document he/she had allegedly been requested
v. to undertake an e-catalogue search for exter- to retrieve from another employee codenamed
nal cladding.
“R4”. In the Amended Statement of Claim the
The defence document submitted on behalf of allegation is described like this
M1 reads in part:
On Monday 2 October 2017, at IHG’s Heatherton
(a) admits that on Friday 22 September 2017,
Office:
while at IHG’s office at 15 Corporate Drive
(a) [M1] asked [M2] to return to [him/her] a copy
Heatherton, using a computer belonging to
of the Confidential TPA provided by [M1] to [R4];
IHG or one of the IHG Companies, A1 accessed
(b) [M2] contacted [R4] (who was on annual
TradeNET, in [his/her] presence;
leave) and [R4] informed [M2] that that docu(b) admits that [A1] used such access to TradeN- ment was on [R4’s] desk;
ET to perform the acts listed in paragraph (b) of
(c) [M2] viewed that document;
paragraph 20 of the Statement of Claim, save
(d) [M2] used her personal smartphone to take
that [he/she] does not admit that the informaa photograph of each page of that document
tion was confidential or commercially sensitive; before returning it to [M1].
and (c) otherwise denies the allegations.
Further:
As at Monday 2 October 2017, and at all materiUse of information
al times thereafter, [M1] and [M2] knew or ought
reasonably to have known:
The Natbuild Statement of Claims alleges:
(a) that the above document provided by [M1]
On Monday 16 October 2017, and despite the 28 to R4 and viewed and photographed by [M2] conSeptember Orders and 5 October Orders, [M1]
tained information confidential to Natbuild;
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(b) that he or she had no permission of Natbuild to view, retain or make a copy of that
document;
(c) that he or she had no permission of Natbuild to use any knowledge of Natbuild’s confidential information gained from viewing that
document;
(d) that he or she had no permission of Natbuild to disclose such knowledge to any other
person;
(e) that if he or she sought any such permission
from Natbuild, it would be denied.
The defence document for M2 states in part:
They say further that [M2] did not know the
precise contents of the documents or that they
were confidential information belonging to Natbuild, nor did [he/she] know that there was any
fetter on [his/her] photographing the documents,
and shortly after taking the photographs [he/
she] deleted them from [his/her] smartphone
and has not otherwise accessed or viewed these
photographs.

Analysis
There is very little in the way of analysis that
can be offered, for the reasons stated above. It is
worth bearing in mind that the matter has now
entered the stage of mediation, from 4 December to 23 December.
The one comment HNN would offer is that
this matter will really result, as is frequently the
case, in two types of judgement.
One will be legal, which HNN is sure will be
just and fair. The other will be made by the
community itself, which will draw its own
conclusions. The latter will also have ongoing
consequences for many years to come.

Court Timetable
• 4 December 2017: Applicant to file and
serve any Replies to the Defences of
the respondents
• 4 December 2017 to 22 December 2017:
Proceeding referred to private mediation
• 9 Februrary 2018: Applicant to file and
serve its evidence in chief. Case management hearing.
• 9 March 2018: Respondents to file and
server their evidence in answer
• 23 March 2018 Applicant to file and
serve its evidence in reply. Parties to
exchange affidavits.
• 30 March 2018: Court book to be filed
and served by applicant, detailing material to be used in court
• 4 April 2018: Effort to resolve objections
• 6 April 2018: Both parties to file revised
list of objections to affidavits
• 11 April 2018: Applicant to file and serve
opening statement
• 13 April 2018: Respondents to file and
serve opening statements
• 16 April 2018: Proceeding listed for hearing commencing at 10:15am, with trial
estimate of eight to ten days
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•Text
Wesfarmers
results show
growth in most
divisions

• BANZ grew revenue by 11.5%
over the pcp, and
10.8% on likefor-like stores
• BUKI saw revenue decline by
17.5%, or 13.8%
in local currency

• While Wesfarmers accepts analysts comments
that there is risk
in BUKI, the company remains
confident it can
create a profitable operation

Wesfarmers has released its sales results for
the first quarter of FY2017/18. Coles food and
liquor saw sales of $7968 million, an increase
of 1.5% over the previous corresponding period
(pcp), which was first quarter FY2016/17. Sales at
Coles branded convenience stores fell by 9.5%
to $1402 million, giving the overall Coles group a
revenue decline of -0.3%.
Kmart continued to grow revenue, producing
$1361 million, up 9.0% on the pcp. Target continued its sales decline, down -6.4% to $602 million.
Bunnings continues to be a tale of two
divisions, with Bunnings Australia and New
Zealand (BANZ) powering ahead with growth
of 11.5% on the pcp, producing revenue of $2964
million. Like-for-like store growth was 10.8%.
However, Bunnings United Kingdom and
Ireland (BUKI) saw revenue decline by 17.5% to
reach $457 million. Part of this decline was due
to currency exchange rate fluctuations, with the
decline in local currency only 13.8%.

BANZ
In commenting on the BANZ results, the CEO
of Bunnings and managing director of BANZ,
Michael Schneider, pointed out that the comparative growth result was high in part because the
pcp had suffered both from an abnormally wet
spring, as well as competition from the closeout
discounts offered by the failed Woolworths
venture into home improvement big-box retail,
Masters Home Improvement, in September 2016.
Regardless of that, in a quarter that experienced
a decline in growth for overall home
improvement sales in Australia, and
increased competition from the Metcash-owned Independent Hardware
Group, this result represents a strong
effort by BANZ.

for BUKI had fallen by 5% over the pcp. Commenting on this, he said in part:
It is not surprising when you think we are
cycling the exit of the non-core ranges, and the
clearance that Richard [Goyder] mentioned at
the start, as well as cycling in the price deflation
in the area of kitchens.
UK hardware retailer Travis-Perkins reported
the following results for its consumer division
during the reported quarter:
Like-for-like growth in the Consumer division
slowed in the third quarter to 2.4%, primarily
due to more subdued growth in Wickes reflecting very strong comparatives form Q3 2016 and
an increasingly difficult market environment.
Similarly, European and UK based home
improvement retailer Kingfisher stated on its
results for its Q3 2017 in the UK and Ireland:
Total sales +2.5%. LFL +1.5% reflecting continued strong Screwfix performance and modest
price inflation.
B&Q UK & Ireland sales -2.9% (LFL -1.9%)
reflecting annualisation of completed store closure programme. LFL of seasonal -7.1% reflecting
a strong comparative (Q3 16/17: +5.3%). LFL of
non-seasonal, including showroom -0.6%.
Screwfix sales +16.6%. LFL +10.2% driven by
its leading digital capability, new and extended
specialist ranges and new outlets.
It seems clear that BUKI is likely cycling not
only its own discount/clearance activity, but has
also been affected by a broader downwards shift
in the UK and Irish consumer home improvement market.

BUKI
In response to an analyst’s question,
Mr Schneider mentioned that the
number of like-for-like transactions

Image from Bunnings UK Christmas YouTube video advertisement.
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The incoming managing director for all of
Wesfarmers, Rob Scott, did make a comment
about BUKI during his address to the company’s
annual general meeting on 17 November 2017.
In the United Kingdom and Ireland, the
customer and community response to the new
Bunnings branded stores has been pleasing and
they are delivering good sales growth. Losses
are however expected to increase in the 2018
financial year as trading remains challenging
for Homebase and as we progress the conversion
from Homebase to Bunnings.
Our focus is on strengthening the management team to support the transformation and
instilling stronger execution across the business.
The establishment of Bunnings in the UK will
take time and we will be disciplined with how we
invest further capital.

B here? The capital that is employed is in the
billions [of dollars] when you are looking at the
leases etc., and the only strategy is to try to get
out of that rump of poor-performing Homebase
stores, and to try to convert them into Bunnings
stores.

Analysts’ questions
32

Surprisingly for a first quarter sales release,
analysts asked quite a wide range of questions,
and several of these engaged with Bunnings,
specifically BUKI.
The questions around BUKI really deal with
three issues: will earnings from the Homebase
store fleet recover in the near future; how is the
transition of Homebase stores to Bunnings UK
stores progressing; and has Bunnings worked
out how to sell its DIY kitchens in the UK yet?

Homebase
As might be expected, it was David Errington
from Merrill Lynch who led the questioning
about Homebase. He directed his questions at
the outgoing managing director for Wesfarmers,
Richard Goyder.
Mr Errington introduced his line of questioning by laying out the situation as regards
Homebase as he sees it:
The reality is that, BUKI, there is no way
known, no matter what spin you put on it, that
you would have been expecting to be in this current position that you are in, in a very troubled
market in the UK, sitting with 250 Homebase
stores that are going backwards, on my estimates, because you got out of concessions sales,
I reckon your sales are running down about
20%, at least 20%, on when you first bought it.
Mr Errington went on to ask if the company
is contemplating a “Plan B” exit from the UK
market as costs continue to blow out.
When do you have to start considering Plan

hnn.bz

Top, B&Q kitchen ad from
spring 2017; middle,
kitchen from DIY.com
website; bottom; Glaze
kitchen from Homebase.
co.uk website

companies

33

...
It really is a high risk move now that is just
offsetting... I mean the drop in sales in Homebase is a third of the growth in sales in Bunnings
Australia
Mr Goyder agreed with some of what Mr Errington had to say.
You actually put it well, there is risk in this,
and I think we have always been clear [about
that]. Going to your first comment, we are not
happy with the performance of the Homebase
stores. We need to be really clear on that. Mike
[Schneider] talked about some of the factors impacting on it, but we would certainly like them
to be performing better.
...
But we are not putting any of the blame for the
current performance of Homebase on the UK
economy. In fact the UK economy is probably
performing slightly better than we might have
thought it would, a year or so ago. So, we’ve put
good people into the business, at the same time,
as you have seen today, no fall-off in the Australian business, which was always a risk.
...
We think there is an opportunity, we would
like Homebase to be going better than it is. We
can explain it, but that ... you know, I’m not
going to spend my time saying to you and others
stuff that actually doesn’t matter. Kitchens,
bathrooms, exiting — all those things that you
referred to, and other things. We can explain to
ourselves where we are at, but we are not happy
with where we are at.

pretty well economically at the moment, though
it obviously has some issues about how it deals
with Brexit.
...
You know we would love to be able to prove
this concept of the new Bunnings Store quickly, we want to trade them through the dark
months, so that we get a full 12-months view on
each of the stores, as Mike [Schneider] alluded to,
we’ve learned a lot, he referred to lighting, there
are other things that we are doing that are improving each of the stores we are opening. So we
are looking at a lot of things that will potentially accelerate that without taking too much risk
on the capital side of things.
Mr Schneider had answered a question before
Mr Goyder’s response to Mr Errington which explained more about the transition from Homebase to Bunnings UK.
The pilot stores have seen strong sales growth
on the previous period. Even the longest running
of the pilot stores — in St Albans — has only
been running since February, so they are not
comping yet, but the genuine growth is there.
The thing that is pleasing for me is that as we
open — we have actually opened our ninth pilot
just on the edge of Wales — as we open more the
learnings and the discipline that we have taken
from the first three or four pilots, in and around
our support centre at Milton Keynes, has actually given another level of execution, or discipline
that is giving us better results.
It is not night and day in terms of how those
stores are performing. However, what we are
seeing is greater consistency, and some improved
Conversion to Bunnings UK
performance, particularly across certain categories as we move them around the store. Lighting
Interleaved with Mr Goyder’s comments on
is a good example of that. That is giving us some
how Homebase is going were comments about
good insights and good learnings, and is helping
the possibilities in the newly converted Bunto set us up for what we want to do in the next
nings UK stores. Commenting on the opportuni- little batch of five or six pilots that sort of roll
ty, he said:
[out] through between now and Christmas time.
We are actually happy with the sales performance of the converted stores, and the new store
that we have opened at Folkstone, which was a
former B&Q store. The thing about it, though,
David, is that we have got to find opportunities
to grow. We think this is an opportunity to grow.
This will probably take — well, it’s not probably
— this will certainly take longer than we would
have liked. But we continue to think that there is
a significant opportunity for us to grow a profitable business in the UK.
The UK, actually Rob and I were there a couple
of weeks ago, the UK is continuing to perform
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Mr Schneider provided some more detail on
how the new flatpack kitchens were being introduced to the UK market.
On kitchens, the new flatpack offer is in all the
pilot stores, and has been, as we’ve opened them.
It was a little bit “bespoke” in order to get it in
early. What we’ve done is a low-capital refresh
of the Homebase network, we’ve taken existing
displays and converted those to demonstrate
new cabinetry and door furniture, and products
like that.
The early signs are really pleasing, what we
are seeing is a positive response from customers.
As our team learn a little bit more about the
product, and engage with the customers to sell
it, they really are appreciating the value proposition.
From a launch point of view, we just wanted to
make sure it was right in all the stores, and we
are about at that point now. So, what consumers
in the UK will see over the next little while is the
sort of advertising/creative that comes to life
around that, which I think will be a really good
way to illustrate and highlight what the pricing
architecture is, and the value proposition, and
the simplicity of the product.

season” for the UK and Ireland. Next year, if
there is a first quarter revenue announcement
(Wesfarmers has hinted it may end the practice)
the comparative number will tell a lot about
how the company is going in the UK.
In terms of kitchens, it’s very difficult to judge
what Bunnings is doing with these in Homebase
and Bunnings UK. We would note that Kaboodle
in Australia has begun to offer custom-sized
kitchen cabinets cut down to order, and it seems
possible such a service may head to the UK.
Perhaps something of a contrast to what
Bunnings UK is doing is the image shown in Picture 1. This is taken from Elle Decoration (UK)
magazine for September 2017. It shows an IKEA
kitchen fitted with custom cabinet doors. It is
just not clear that Bunnings UK offers much to
compete with this, and perhaps that should be
considered.

Analysis
HNN thinks it is important to be clear about
the role that Mr Errington is currently playing
in regards to Wesfarmers and its expansion into
the UK and Irish markets.
The core problem that has arisen is that Bunnings did with the Homebase stores precisely
what it worked hard not to do with the Bunnings conversions: it made assumptions about
a market, and rushed into expensive reconfiguration without first testing the market. The
only seeming alternative, running the Homebase stores pretty much as they were, just isn’t
Bunnings’ or Wesfarmers’ idea of how to run a
business. It might also have done some damage
to the Bunnings UK brand just when it needed
to have as much support as possible.
What Mr Errington is doing, however, is really
vital for corporations in this kind of situation:
he is helping to define what failure looks like.
The real “crunch” number, we would suggest, is
one that was not overtly supplied by Bunnings:
GBP619 million. That is the revenue generated
by BUKI during 2016/17 fourth quarter and
2017/18 first quarter. That covers the “high
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• Overall sales
revenue grew by
3.97% on the pcp
• EBIT grew by
6.51%

• NPAT grew by
9.59%, while
NPAT excluding
non-recurring
items grew by
7.21%
• Revenue in
paints grew by
5.2%

• Revenue in Selleys and Parchem
grew by 2.7%
• B&D Group grew
revenue by 2.6%
• Lincoln Sentry
grew revenue by
4.0%

• DuluxGroup MD
Patrick Houlihan
says paint market
has “normalised”

• Mr Houlihan
said a fall in the
housing market
will not adversely
affect DuluxGroup

Australia’s DuluxGroup (Dulux) has released
We believe that DuluxGroup is very well-placed
results for its FY2016/17, which ended on 30
for the future with multiple streams of opporSeptember 2017. Overall sales revenue came in
tunity. Our well established Dulux, Selleys and
at $1784.5 million, up by 3.97% on the previous
Yates businesses have plenty of growth in terms
corresponding period (pcp), which was the 12
of their runway. Five years on from the acquimonths to 30 September 2016. Earnings before
sition, the Alesco businesses, being B&D Group,
interest and taxation (EBIT) was $214.2 million, Lincoln Sentry and Parchem, are collectively
up by 6.51% on the pcp. Net profit after tax
generating a 16% return on net assets or RONA
(NPAT) was $142.9 million, up by 9.59% on the
[return on net assets], and we believe they still
pcp. Excluding non-recurring items, which in
have further upside.
this case was a tax write-back of $3.1 million,
In further remarks commenting on the comNPAT was $139.8 million, a still very good boost pany’s efforts to expand its business in the UK
of 7.21% on the pcp.
market, Mr Houlihan said:
In the press release that accompanied the
results announcement,
the company’s managing
Results for FY 2016/17 Full Year
director, Patrick Houlihan,
noted that he expects the
coming financial year to
2016/
2015/
be very positive for the
Category
2017
2016
Change
company. He is quoted as
Full year
Full year
stating:
Lead indicators for our
Sales revenue
1,784.5
1,716.3 3.97%
key markets in Australia
and New Zealand remain
EBIT
214.2
201.1 6.51%
largely positive. Our core
market, which accounts
NPAT
142.9
130.4 9.59%
for approximately two
thirds of DuluxGroup revNPAT (excluding
139.8
130.4 7.21%
enue, is the renovation of
non-recurring
existing homes. We expect items)
this market to continue to
Diluted
provide resilient, profit$0.37
$0.34 9.55%
earnings per share
able growth.
(EPS) (excluding
Subject to economic
non-recurring
conditions, and excluding items)
non-recurring items, we
expect that 2018 net profit
Sales Paint &
937.3
890.6 5.24%
after tax will be higher
Coatings
than the 2017 equivalent of
$142.9 million.
EBIT Paint &
165.0
156.5 5.43%
In his opening comCoatings
ments at the presentation excluding nonrecurring items
of the results to investment analysts, Mr HouliAUD millions
han further commented:
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We are also pleased with the progress we are
making in the UK with both Selleys sealants and
adhesives and Craig & Rose Paint. Our Selleys
Cracks Gone and Gaps Gone ranges are now in
both the Bunnings stores and existing Homebase stores and we are focused on growing sales
largely thorough a targeted instore ambassador
program.
During the second half we rolled out the new
Craig & Rose 1829 premium range and Artisan
specialty paints range into the Bunnings stores
and selected Homebase stores. We built a strong
team in the UK drawing on knowledge and
expertise from Australia. The UK business is expected to be lossmaking in 2018 given the ahead
of the curve investment in sales and marketing.
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good outcomes with our key aligned retail
customers, and the ongoing investment in our
own trade network. The positive price outcomes
reflected price increases to mitigate raw material increases and a skew towards more premium
Dulux branded products. Raw material costs
increased in the second half driven by titanium
dioxide.
Responding to an analyst’s request for more
detail, Mr Houlihan explained that the decorative paint market had “normalised” during the
year, as the effect of the exit of Masters Home
Improved was washed:
The decorative market grew 1.5% for the year.
So that returned to a long-term trend. In the
first half, that was actually closer to 0.5%. In the
second half it was much stronger and the reason
Dulux ANZ
for that was the core renovation and repair
portion of that flipped from being minus 1.5% in
In the results presentation an unusual
H1 to being itself positive 1.5% in H2. And really
amount of time was spent on this segment of
the key driver behind that was, as we entered H2,
the business, in terms of more precisely definwe didn’t have all that retail channel noise going
ing its market and the features of that market. on that we’ve had for couple of years recently in
While many of these numbers have been avail- terms of sales in/sales out. H2 basically normalable previously, it is perhaps worth going over
ized to the long-term trend of 1.5%.
some of them.
Mr Houlihan also used his opening remarks to
This segment accounts for 52% of sales revereiterate a point he has made in the past, which
nue, and 68% of EBIT.
is that new housing plays a minor role in Dulux
Revenue grew at 5.2%, with Australia (90% of revenues.
the segment) growing by 5%, and New Zealand
In the past we have mentioned that when we
by 6%.
model the overall paint market, the strongest
Revenue
correlations are GDP. For the 75% of the market
• 65% maintenance/home improvement
that relates to existing homes and new housing
• 15% new housing
completions is typically related to 20% of the
• 15% commercial and engineering
market, though it’s a little more than that at
• 5% industrial.
present, related to the new housing activity. We
• For the year, the decorative paint market as a have also mentioned that our market share of
whole grew by 1.5%.

Volume

• Renovation and repaint market is 75%, and
had flat growth.
• New housing is 20% and grew at 6%.
• Commericial is 5%, and grew at 3.5%

Retailers:

• Bunnings: Dulux believes it has around 60%
share.
• Independent Hardware Group (IHG): For the
Mitre 10 stores, Dulux estimates about 66%
share.
• Inspirations paint stores: around 90% share.
• Trade painters: estimated 25,000 in Australia.
In his prepared remarks, Mr Houlihan described the causes for growth:
The positive share result reflected our ongoing
focus on consumer marketing and innovation,
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the new housing sector is deliberately low at
about half our overall market share. We have
also shared our view that housing turnover
is not strongly correlated to our overall paint
market volumes.
Another familiar theme was Mr Houlihan’s
response to a question about whether the US
paint company Sherwin-Williams, which recently merged with Valspar, might pose a threat in
the future.
I suppose I sort of touched on this a few times
before in terms of it’s sort of the next inning
for us so to speak in that we’ve been competing
against global competitors really since 2007
when PPG acquired Tolman’s and then the coming and departure of Nippon and Valspar acquiring Wattyl in 2010 before now Sherwin-Williams have acquired them. I suppose if I think
about the retail part of the market, in recent
years, go back to sort of 2010 when Valspar did
acquire Wattyl, during all that time we’ve continued to disproportionately carry on investing
in the Dulux brand, our marketing initiatives,
supporting our retail channels.
...
On the trade side of that business, again, we’ve
got that disproportionate scale and sort of
continuous investment we’ve
built up incrementally bit by
bit over 20 years. We haven’t
seen any sort of changes of
note from the Wattyl organization to date.

market going up 2%. EBIT improved as the
company exited some low margin contracts,
improving selling price and product mix. The
company sees the segment growing in coming
years through better marketing, innovation and
improved distribution.
Lincoln Sentry had sales revenue lift by 4.0%
on the pcp, coming in at $195.2 million, while
EBIT also increased by 16.0%, to $14.5 million.
Sales growth came from cabinet hardware,
which was driven by sales to home renovators.
In Dulux’s other operations, sales lifted by 2.4%
to $222.2 million, but EBIT fell steeply by 22.1%
to $11.3 million, driven down by poor performance at the company’s DGL Camel operations
in China.
The company has also entered into a joint
venture in Indonesia. According to its financial
report:
In August 2017, DuluxGroup and PT Avia Avian
Indonesia agreed to form an Indonesian joint
venture company, PT Avian Selleys Indonesia.
The joint venture is 50.01% owned by DuluxGroup and will manufacture and market Selleys
products in Indonesia. With minimal capital
investment, DuluxGroup will leverage Selleys
technology, brand and market capabilities in a

Other segments
Selleys and Parchem
ANZ had revenue of $260.7
million, up by 2.7% on the
pcp. Selleys’ sales grew by
5.5%, while sales at Parchem
declined slightly. EBIT was
up by 14.2% on the pcp, coming in at $33.7 million. The
company says that Selleys
is well-positioned for future
growth, and the Parchem’s
position will improve.
B&D Group saw revenue
up by 2.6%, reaching $182.5
million. EBIT also increased,
up 13.0% on the pcp to
come in at $18.2 million.
The company says it grew
share by 3%, with the overall
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From Shwerwin Williams
presentation on Valspar
acquisition. Market is for
2015. Note that DuluxGroup would be slightly
smaller than Masco.
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case of “sooner or later”. Dulux may be simply
living in the lull before the storm, which will
come when, eventually, these mammoth companies turn their attention to Australia.
As HNN has commented in the past, what
seems to be driving these convergences is at
least partly the need for a high level of investment in research, particularly the development
Analysis
of paints based on nano-particles and possibly
other nanotechnologies.
As HNN has remarked in the past, Dulux is
Dulux is rightly proud of its own research
doing very well, and will no doubt continue to
prowess, the R&D centre at Clayton in Victoria,
prosper for the next two or three years. Howev- and what Mr Houlihan describes as “80-odd
er, what remains unclear is what the company
technologists and chemists across the broader
is doing to counter difficulties which could
Dulux business”. Sherwin-Williams combined
become pressing after 2020.
with Valspar has over 1000 researchers. To put
In this full-year report, as in reports from the this in perspective, that is 25% of the entire
past, the attitude of Dulux tends to be that as
Dulux workforce.
things have worked out very well in the past,
they will continue to do well in the future. This
is an understandable attitude. The paint business is
essentially all about chemicals manufacturing, which
requires very large investments in plant, equipment,
research and personnel.
Added to that is the need for
significant marketing investment, and, as Mr Houlihan
has noted in the past, a very
large advantage granted
to any long-term market
incumbent with over 30% of
market share.
However, this tends to
ignore the fact that the
global paint industry is undergoing a massive disruption, brought about by the
need for already large paint
companies to merge. Sherwin-Williams has perhaps
another year of work to fully
consolidate its Valspar acquisition. While Akzo Nobel will
continue to resist acquisition
by PPG, this seems clearly a
large and growing market, by partnering with
Avian, a leading Indonesian paint manufacturer
with an extensive local distribution network
selling into approximately 40,000 retail hardware outlets. The joint venture is expected to
commence trading in the second half of the 2018
financial year.
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From Shwerwin Williams
presentation on Valspar
acquisition. Market is for
2015. Note that DuluxGroup would be slightly
smaller than Masco.

Kitchen markets 2018
2017 has been something of a “double-whammy” for the Australian kitchen industry. To
start with, growth in both new-build kitchens
and kitchen renovations for Australia over
the year was subdued. Secondly, there was
the “rise of white”. As white kitchens became
more popular, many marketing approaches
— such as the “fun” or “themed” kitchen —
gained less traction.
In this section, we will look at the external
factors that have affected the kitchen market.
This includes what is happening in the building industry, as it affects kitchen builds, and
what we can determine about the renovation
market. In the next section, we will look at
the more internal factors that influence the
kitchen market, such as style and design, and
current marketing.
hnn.bz

Artist’s rendition of
planned mixed-use
towers in Melbourne’s
Docklands planned by
Crown

In brief, analysts are mostly convinced that the Australian
housing market is entering a period of downturn. At the same
time, we are seeing the share markets make gains (something
which could be accelerated through the influence of US tax
reform). While market optimists sometimes suggest that
slowing new dwelling sales will lead to increased expenditure
on renovation (if you don’t want to invest in a new four-bedroom home, you add the fourth bedroom to an existing home,
and so forth), Australia could see an exit of capital from the
housing sector to other investments, reducing sector growth.
To start with, we need to look at three past housing downturns — 2003 to 2006, 2008 to 2009, and 2010 to 2012 — and
see how those played out in terms of market structure and
demand. It’s important to note, of course, that when we speak
of a “housing downturn”, we’re speaking in terms of construction — specifically both dwelling construction commencement, construction completions, and, as an early indicator of
those later activities, building permit approvals.
Typically, construction begins to slow down about one
quarter after a significant decline in dwelling prices/auction
clearances, but it takes around three quarters for construction to gear back up again after price increases and an improvement in clearance rates. Thus construction downturns
last a net two quarters longer than dwelling price downturns.
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Secondly, how do these factors play out in the kitchen
renovation market? While the downturn we are looking at is
a downturn in building activity, not dwelling sale prices, the
two are linked. Declining dwelling prices means that fewer
established dwellings will be on the market, which reduces
the amount of “double-kitchening”, consisting of pre-sale fixups followed by new owner customisation.

The downturn
Australia’s Housing Industry Association (HIA) — which
continues to be one of the best sources of building and
economic information — has helpfully prepared what might
be called a “dwelling market downturn primer”, published in
October 2017. This is a brief, two-page document that summarises the characteristics of past downturns, reaching back
to 1973, and provided some guidelines about what to expect.
This can be downloaded at: goo.gl/oMz2vM
According to this document, building activity declines by
an average of around 25% in total during a downturn, and
the median length is around seven quarters. This is based on
plotting one of the key metrics, the number of dwelling units
where building has commenced, from its peak value, to its
lowest value.
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Kitchen markets 2018
• Housing market is set to enter a
downturn
• Downturn is not caused by
excessive market supply
• Part of the market believes
setback will be short-lived
• However, structural features
and the intervention of the RBA
could see a flat market in the
medium-term
• In new kitchens, HNN expects
a decline of 10% in 2018, and a
smaller decline in 2019
• In kitchen renovations, HNN
expects growth of under 3% in
2018, and a 1% to 2% decline in
2019

Causes of the downturn
Writing about the current downturn, the HIA states:
The current downturn in new home building has the highest
peak on record as its starting point. It has been precipitated by
a slow-down in mining investment, a tightening of regulations
around foreign investor participation in Australian real estate, a
slowdown in population growth over recent years and supply
side constraints relating to housing infrastructure and residential land.
While this all seems very reasonable, the other factor that
needs to be mentioned is simply price. In fact, issues such as
restraint on foreign investment and (not mentioned by the
HIA) tightened lending restrictions are both driven by price.
Equally interesting has been the analysis of the downturn
offered by the mainstream media and analysts focussed on
the real estate market. All through 2017 we have seen “scare”
headlines and predictions of doom that indicate that the
move to constructing more multi-dwelling buildings will result in market over-supply, vertical slums, uninhabited “ghost”
high-rises, and distressed off-the-plan buyers.
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BIS Oxford, for example, indicated in September 2016 that
it was sticking with a forecast which predicted an oversupply
of apartments in Melbourne. Recently, BIS has backed down
from this prediction. As reported in the Australian Financial
Review, BIS managing director Robert Mellor stated:
We thought it would get to a 20,000 excess [of apartments] in
Victoria by 2018. We’re now saying in 2018 the market has still
got an undersupply of about 2000 dwellings. We’re talking a
20,000 turnaround.
(Link: goo.gl/h2CZupgoo.gl/h2CZup)
In other words, the analysts got it wrong by a large margin,
and the market got it right.
A major contributor to this near-hysteria over market
falls is that after 18 quarters
of a continuous upturn, with
steep price rises in some urban areas, a view has formed
that a healthy market is one
which features constant price
rises. In fact, of course, that
is very far from the case, as
it suggests markets should
work to produce a scarcity of
supply. An effective market is
one which fairly distributes
supply and demand. The rapid
construction of apartments in
Melbourne from 2015 to 2017 is
a clear illustration of a working market.
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Chart 1. The completion
of attached dwellings,
including flats and
apartments, shows peak
levels being reached,
followed by a possibly
stable level of correction.

The data
Chart 2, Building Activity Australia, shows the periods of
downturn as background shades of grey, starting with the
peak quarter. The three measures for dwelling units commenced, dwelling units completed and dwelling units under
construction indicate the extent of activity in the industry.
Dwelling units not yet commenced and residential building
permits indicate the potential in the industry.
There are a lot of complex interactions happening between
these measures. Looking at the period since March 2016 (the
most recent peak quarter for dwelling commencements), as
in other downturns, the commencements and residential
building permits follow each other down. Dwelling units
completed, however, have not declined, but plateaued, and it
is interesting that residential building permits, in the September 2017 quarter, show an uptick. Similarly, dwelling units
not yet commenced, after a sharp uptick directly after the
March 2016 quarter, have fallen a bit, but not down to previous levels.
Overall, it is just a bit puzzling. This seems to be a market
that, while scaling back to cope with a downturn, is also quite
optimistic that it will grow again in the near future.
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Is this really likely, however? As HNN has commented
in the past, it has been our sense that the Reserve Bank of
Australia (RBA) has been more or less forced into low interest
rate policies to boost a flagging economy, in the process providing housing and building a considerable stimulus. As the
overall economy recovers, it seems more likely that the RBA
will, come October or November 2018, “tap the brakes” with a
10 to 20 basis point interest rate increase.
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Chart 2. Building
Activity Australia, shows
the synchronicity
between the various
measurements of what is
going on in the building
industry.

The RBA’s goal, in fact, will likely be to essentially “flatline”
the upturn for as long as possible. The key to this may well
be the single most interesting measure on this chart, which
is dwelling units under construction (DUUC). This number
is the best representation of the size of the residential construction industry in any given quarter. It is hard to believe,
but this number has grown from a recent low of 126,568 units
in the June 2012 quarter, to 221,718 units in the recent peak of
the September 2016 quarter — an increase of over 75% in 21
quarters.
If the RBA is going to flatline anything, it will likely be this
number, with a strong bias to preferring downward drift.
From a productive, industry perspective (rather than a sales/
pricing basis), this would keep the industry at essentially the
same size.
By the HIA measure, the residential new dwelling industry
has been in a downturn for six quarters already. Its predictions calls for a downturn lasting for seven quarters, with a
net loss in building commencements of around 25%.
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Given that the net loss after five quarters was a little over
12%, it seems to HNN the final net loss will be closer to 20%.
For the reason stated above, it also seems more likely the
downturn will last for eight quarters, if not nine, depending
on how and when the RBA raises interest rates. In other
words the HIA sees a housing upturn in the first half of calendar 2018, while at HNN it seems more likely to take place in
the second half, and to be moderated by RBA action.
Chart 3, Building Activity Australia - Change is essentially
the same data as in Chart 2, but offers a quarter-to-quarter
comparison. This provides a good view of volatility. In particular, the sharp reduction in building permits and building
starts during the Global Financial Crisis (GFC), followed by
a similarly sharp increase immediately post GFC is clearly
illustrated. The measure that displays more volatility than
usual in recent years is dwelling units not commenced, which,
curiously, peaks right before the current downturn.

Conclusions
In terms of the new kitchen installation business, the HIA
is forecasting declines of around 15% for 2017/18, with a smaller decrease in the following year. This does seem to HNN to
be slightly pessimistic. One factor to remember is that new
kitchens are uniquely placed when it comes to multi-dwelling constructions, as they maintain a near-constant ratio of
one-per-dwelling, no matter the size of the dwelling (unlike
bathrooms, which suffer from a shift to smaller multi-dwelling construction projects). It seems to us that the overall
decline for calendar 2018 will be closer to 10%, with a further
3% to 4% decline in calendar 2019.
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Renovations
Renovation activity when it comes to kitchens has always
been difficult to gauge. In fact, overall renovation numbers
are difficult to really uncover. The HIA is forecasting modest
growth in renovation spending during 2017/18 and 2018/19, but
there are many variables involved in such calculations.
One of the more interesting variables to consider is what is
happening with change of ownership of established properties. As HNN has mentioned in the past, when an established
house is sold, this potentially gives rise to two kitchen renovations or refits: the sellers fix-up the kitchen, and then the
new owner, within a year or so, may renovate the kitchen to
suit their tastes.
Chart 4 shows the ABS figures for transfer of ownership
of established houses. Looking back over the previous three
downturns in building commencements as opposed to the
most recent one, some differences stand out. The two oldest
show an early decline, that takes place either at the peak or
just after, followed by relatively stable numbers, albeit at a
lower level than before the peak event. The 2010 downturn
shows a decline through to the middle of the downturn, followed by a recovery.
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Chart 3. Building Activity Australia - Change,
shows the volatility of
the measures used to
determine the state of
the building industry.

The most recent downturn shows a sharp decline to the
peak, a recovey, and then a further steep decline. For Melbourne, the numbers have reached the lowest point for 15
years, while capital cities combined and the regions outside
of capital cities have reached their second lowest point.
This could be indicative of a longer term collapse in this
market, or it could indicate expectations of a fall followed
by a recovery within two years or so. Given HNN’s sense of
a willingness by the RBA to raise interest rates in late 2018,
it wouldn’t be surprising to see a surge in these numbers
around September 2018, if the RBA warns in July 2018 that interest rates might possibly go up. If the market is restrained
as much as HNN expects the RBA would prefer, that surge
will be short-lived.
Meanwhile, the reservoir of new buildings entering the
market shown in Chart 2 cannot wait long on the sidelines
before sale, so it is likely the market will move slightly to
oversupply, prompting further delays for those with planned
sales of established houses. That is a generally negative outcome for the kitchen renovation business.
Finally, we need to look at the figures for ABS 5206.0 - Australian National Accounts: National Income, Expenditure and
Product, shown in Chart 5. This lists household expenditure
on alterations and additions by state and territory.
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Chart 4. Ownership
Transfer of Established
Houses identifies activity
mostly of auctions of
older houses. In several
cases this is reached a
long-term low in 2017.
That could indicate both
a sense of the current
price market slowing,
and the expectation of
a resurgence within two
years.

Unlike other ABS renovation figures, these do not rely
on permitted work, but are derived from overall household
account figures used in calculating Australia’s gross domestic
product. Thus they tend to be the most accurate figures for
renovations produced by the ABS.
Looking at the top five states, plus the overall numbers for
Australia, these numbers show a significant decline, in line
with the decline of established house ownership transfers.
While not dramatic, it is persistent, and it points to a general
tightening of the market for renovations, of which kitchens
are a prominent part.

Conclusions
While the HIA seems to be of the general opinion that
kitchen renovations will experience mild growth of less
than 3% during 2018, HNN is more inclined to see at best a
flat growth, with a potential 1% to 2% decline. The proposed
relationship that when homeowners are not buying, they are
renovating seems unlikely to us to hold through 2018. While
the outlook over the next three to four years is more positive
than this, we do think that 2018 will be something of a year of
caution when it comes to real estate investment.
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Chart 5. ABS 5206.0
- Australian National
Accounts: National
Income, Expenditure
and Product, used in
this chart, is used as part
of the national account
figures to work out GDP.
As such it does not rely
on building permits,
but on an estimate of
household expenditure.
It thus captures much of
the renovation market.

Analysis
In the four or so years from June quarter 2012 to September quarter 2016 the number of dwelling units under
construction rose from 126,568 to 221,718, an increase
of over 75%. In that same period, the value of building
work done rose from $16.83 billion to $25.33 billion, and
increase of 34.5%. This slow and steady growth has, in
many ways, radically transformed Australia’s building
industry.
However, since March 2016, both those measures have
flatlined. This indicates the industry has reached an
inflection point. Consumer sentiment, according to the
RBA, is around 100 on the index, which is neither pessimistic nor optimistic. Housing price growth is trending
towards 5% on a trailing 12-month basis, still above the
growth figures for mid-2016, but down from the 10% figure for the start of 2017. Housing loan approvals are still
strong, around the $27 billion mark, with owner-occupiers making up around $15 billion of that.
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While that news is neutral to mildly good, there are
other signs that are a little negative. Private non-financial corporation profits for non-mining businesses have
remained below 12% of nominal GDP since 2011. While
the National Australia Bank’s (NAB) survey on business
conditions has moved sharply higher in the recent period, business confidence remains neutral, and capacity
utilisation has not recovered to its pre-GFC highs.
The single most worrying figure, however, is business
investment, which remains less than 13% of GDP, after
reaching over 18% in 2012. It is currently at a low not seen
since the mid-1990s.
At the risk of sounding unduly optimistic, however,
HNN would say that what we are really seeing emerge
from these numbers is a picture of very good financial
and economic management by the RBA. The risk the
RBA took in lowering interest rates has, through careful
management, likely paid off quite well. Rising dwelling prices has provided a lifeline to struggling families,
stimulated the building industry and provided an overall
higher level of investment.
However, there have been costs. There has been
increasing consolidation and polarisation of wealth.
Younger people are being denied entry to the property
market due to high prices, along with planning restrictions that make even exurban properties hard to obtain.
It is also the case that investment in property is not as
good for the economy as investment in plant and machinery, software development, and research and development. This was pointed out in a recent speech by Lucy
Ellis, assistant governor (economics) of the RBA, entitled
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“Where will growth come from?” about the residential
construction industry, she had this to say:
Residential building work remains at a high level – faster
than would be needed to house our growing population – but it is no longer adding materially to growth. You
could argue that there are important spillover effects from
housing. People need to buy furniture and other goods
to complete their new homes, after all. But it turns out not
to add that much. Spending on furnishing and household
equipment accounts for less than half the share of GDP
that housing construction does, not all of it to furnish new
homes.
Housing construction contributed about 0.3 percentage
points to annual GDP growth over recent years. So any
spillover via furnishings must be even smaller. This sector
is not where we will find an “engine of growth” to pull us
all along.
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Where, then, does Ms Ellis see growth coming from?
A lot depends on the propensity of existing firms to adopt
new technologies and business practices. We think that
this is one of the reasons for the slow rate of growth in retail prices in Australia at present. In the face of increased
competition, incumbent retailers are having to both
compress margins and use technology to become more
efficient. Our liaison contacts tell us that they are investing heavily in better inventory management and other
cost-saving measures, often by using data analysis more
extensively.
Adopting these innovations takes time, because firms
have to become familiar with the new technologies and
change their business practices to take advantage of
them. It wouldn’t be the first time that the computers – or
perhaps this time, the machine learning algorithms – were
visible everywhere except in the productivity statistics for
just this reason.
Adopting new technologies and business models also requires a willingness to change. Just as views to protection
can change, so can society’s attitudes to risk, innovation
and, thus, entrepreneurship.
If we apply what Ms Ellis has to say to the building
and renovation industries, we could say that while
growth has been sustained by low interest rates in the
past, in the future it may be sustained by the adoption of
technological advances. As she suggests, that technology
largely already exists, and it is more a matter of adopting
it than inventing it. This includes elements such as Building Information Management (BIM), a move to more
pre-fabricated components, and the use of new building
tools and materials.
What it could mean for the renovation industry, and
particularly for kitchen renovations, is something we
will consider more closely in the next section.
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The NEW construction laser range from Imex; a quantum
leap in laser level innovation, with multiple ground breaking
features. It’s time to level a whole new world….
• 9 Ah lithium-ion batteries with up to 48hr run time
• USB port fast charge batteries
• Digital Detectors in mm increments standard on all models
• High wind alert auto reset

Available at leading tool and hardware stores nationwide

www.imexlasers.com.au

Dreams of white kitchens
If you wanted a single metric on which you
could judge what happened to kitchens in
2017, you could do worse than to look at that
perennial source of overstated kitchen style,
the television reality renovation show, “The
Block”.
In the most recent season 13, the “kitchen reveal” clocked in with 1.545 million viewers, in
third place behind the “backyard reveal”, and,
the winner, “master suites reveal”. The “interim” shows about the kitchen building process
were also very low on the rankings. This is in
sharp contrast to the previous two or three
seasons, where kitchens were ranked first or
second, and the interim shows attracted decent audiences as well.
hnn.bz

Be afraid, be very afraid.
Board Grove Architects
deliver a nearly perfect
white kitchen accented
with blush pink. This
won a commendation
for emerging practice at
the Australian Interior
Design Awards 2017.
goo.gl/J3YXaf
The description: This
renovation to an
existing concrete frame
apartment consisted of
adjustments to the circulation to create greater
flexibility and increased
natural light penetration
into the interior. The
kitchen was the key focus
and scope of works,
designed as a series of
sculptural objects within
an open plan living
dining area.

Looking at the kitchens themselves, it’s easy to see why.
They are (mostly) functional and pleasant. However, in contrast with past seasons where some kitchens on “The Block”
have been extravaganzas of vast counters, expensive appliances and high-end finishes, these kitchens were mild, bland,
a little outer suburban. Appearing in the aftermath of the
near operatic drama of the very large master bedroom suites
from the previous week, they seemed almost negligible.

Design changes
The most recent “The Block” kitchens were also, universally, “off-trend”. While they all clung to the standard accoutrements of what has come to be a “modern” kitchen — bench
seating for meals, textured benchtops, contrasting dark cabinet doors, displayed appliances — much more pared-down
kitchens began moving into prominence for the fashionable
in late-2016.
As shown in such display showcases as the recent Australian Interior Design Awards, the leading-edge kitchen today
is simplified, with the clean lines of a modern table replacing
stools at a kitchen counter, near seamless and handle-less
cabinetry the ornamental efforts of the past, with appliances
either concealed or modestly displayed.
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They are also, near universally, dominated by the colour
white. “White”, of course, is a way of referring to an entire
design trend, which we might think of as being all about “simplicity”, delivered in a spare, smooth style, that is not Scandinavian in origin, but heavily influenced by Scandinavian
design. The overall colour pattern remains white, but this is
accented by “blush” colours, including pink and grey. Another
strong trend is white-and-timber, with light- and mid-brown
timber used to accent a white kitchen, or white used to accent
a predominately pale timber kitchen.

Kitchen dreams
• The rise of white as a style
choice has affected the market
• In part, it has made cheaper
kitchens less attractive, and
moved the market up into custom designs
• Kitchen designs are moving
towards being less “kitchen-y”
• Kitchen is expected to integrate
into living area
• Kaboodle needs to think about
marketing in terms of narrative,
rather than acting as a good
substitute for the “real thing”

Why white?
The move to white in kitchens tends to be significant
whenever it occurs. It is motivated by a number of different
factors, some cultural, some commercial, and some oriented around a shift in the way consumers view and use their
kitchens.
In terms of the commercial aspects, it pays to be aware that
the kitchen area, which is one of the most profitable ones in
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Chart 1. Houzz Kitchen
Trends Study - Australia
for 2017. Budget versus
spend for kitchens.

home renovation, is highly competitive. There are four levels
of competition: the “flatpack” kitchens; the mass-kitchen
suppliers; builder/specialist custom kitchens; and high-end
designer custom kitchens.
Group 1, the low-end, is dominated by Kaboodle and IKEA,
though Freedom has launched its “Essentials” range in order
to compete in this area, and Hafele is expanding its marketing to include more independent retailers.
Group 2, the mass-market area, does sell to DIYers, but it is
more strongly focussed on tradies who install kitchens. One
of its key players is Principal, which seems to have taken over
the Mitre 10 business after being the main supplier for the
Home Timber & Hardware Group (HTH), when these merged
into the Independent Hardware Group (IHG).
Group 3, the builder/specialist segment, features some
major chains, such as Freedom and The Good Guys, but also
smaller, regional players. Finally there is Group 4, the top-end
designers, who are often associated with architectural firms,
and whose renovations are usually part of a more comprehensive refit or refurbishment.
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In terms of the costs of kitchens, there seems to have been
some movement on this since mid-2016, with the amount
most consumers are willing to spend steadily coming down.
There is a general consensus among those HNN contacted
that $18,000 would pretty much mark the middle of the market in terms of numbers.
Kitchens under $18,000 are clearly dominated by Group 1.
Kitchens from $18,000 up to $27,000 are in the most competitive area of the current market, with Groups 1 to 3 competing.
In the $27,000 to $48,000 region, Group 3 dominates, and over
$48,000 is the territory of both Group 3 and Group 4.
The HIA pegs the average price of renovation kitchens
at around $20,411. Chart 1 shows the spread of spending as
determined by the Houzz Kitchen Trends Study - Australia
for 2017. This is tilted a bit more towards the high end than
the HIA figure would
indicate, as it is based on
the Houzz market, which
would tend to be a little
more “upmarket” than
the general population.
While these are average figures, HNN’s own
research indicates there
are some differences
between the states. In
particular, kitchens in
NSW tend to be priced
about 10% over the average. Surprisingly, over the

hnn.bz

The winning kitchen
on “The Block” season
13 is white, but not
spectacular.

past two years, that trend has been reversing in VIC, where
kitchen costs are averaging down about 10% on the HIA number.
So, how does white play into these numbers? Well, for one
thing the Houzz survey certainly supports the “rise of white”:
the top three colours for kitchen cabinetry are white at 61%,
grey at 7% and black at 5%.
In terms of its commercial effects, however, white is very
much a competitive strategy adopted by the more high-end
kitchen installers and designers. One of the factors that have
driven them to this strategy is the high level of success of
both Kaboodle and IKEA in the lower-end market. IKEA’s
new Metod kitchen has proven to be very popular, especially
as it reflects basic Scandinavian values, and
Scandinavian design is growing in popularity.
Kaboodle’s colourful kitchens have brought
a sense of play and engagement to what was
once a very plain utility room.
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The success of these kitchens has driven
custom kitchen makers to find new ways to
differentiate their offerings. Initially they did
this through the use of more exotic benchtops, but both IKEA and Kaboodle devised
strategies to match this. Eventually, though,
they found the perfect weapon to hold back
these competitors: white.
Nothing is quite so difficult to bring off
as a really good, all-white kitchen. With the
removal of colour, the kitchen is all about
form and — to some extent — texture. Every
seam, every knob, blemish in a benchtop,
every slight jot of colour, is shown up and
broadcast.
These kitchens virtually demand custom
design. Without careful customisation and
fitting to a space, they can end up being cold,
clinical and formless — in fact, simply “cheap
looking”.
Pared down to extreme simplicity, without
the “breakfast counter” (actually designed in
the US to mimic the counters found in most
diners), relying instead on a matched and
carefully chosen table, it is a look that really
is beyond the reach of most DIY/flatpack
kitchens.

September 2017 edition of Bauer Media’s
homes+ magazine,
which is aimed at affordable home design.
This is probably the
best Kaboodle ad
offered in its current
campaign. Is it, however, white enough?
Two other kitchens featured in the magazine
also reflect the overall
white them.
homes+ has a claimed
readership of 122,000
with a monthly
frequency. According to
the magazine’s editor:
“homes+ offers accessible, practical and
budget-friendly advice
to women who take
a hands-on approach
to styling, decorating
and renovating their
home”.

While IKEA has not done too badly out of
this shift — with a semi-custom installation
these kitchens can come close to matching
this style — Kaboodle seems to have fared
less well. Even its in-store displays at Bun-
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nings, which were really designed to showcase colourful
kitchens, fare less well when white and very pale colours
dominate. Added to this is that IKEA kitchens have given
rise to a wide range of “hacks” that enhance and extend their
utility, as people all over the world experiment with additions
and variations, such as custom wood doors mounted on IKEA
cupboard carcasses. Kaboodle has yet to really benefit from
this kind of (partly social media driven) innovation.

The other side of white
While these commercial aspects are an important part
of the story of white, there is much more to it. What is also
going on is a restructuring of the kitchen, in the sense of the
role it plays in the house. While the past four or five years
have seen the rise of the “kitchen as living-room”, the kitchen
is instead now becoming more of an integrated part of the
house, functioning as a conjunction to living, dining, and
family rooms.
To get a glimpse of how this works, it is really worth reading a blog post by London-based designer and blogger Cate St
Hill, on what she calls the “transformation” of her apartment
through an IKEA kitchen makeover.
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The post begins with an indication of just how effective
some of IKEA’s marketing (at least in the UK) has been:
IKEA were promoting the idea that ‘when we cook together,
we make more than just food’. The concept that the kitchen is
not just a purely functional space for feeding ourselves, but a
space for ‘happy household togetherness’, whether it’s gathering your nearest and dearest and using every spare chair
available, celebrating those wonderful everyday moments or
connecting over long, lazy lunches. It’s a philosophy which
really chimes with my own.
She goes on to say how she sees the role of the kitchen has
having been redefined:
It used to be a female territory, confined to the back of the
house. My previous flat has a narrow, galley kitchen cut-off
from the rest of the house, barely two people could fit in it at a time and when friends
came round you felt like you had been literally
punished to slave away far from everyone else.
Now, with the advent of the open-plan, kitchens are multifunctional spaces where we all
gather.
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...
They’re also spaces that can be used to display our identity and interests, our personality,
hopes and goals in life. People will now display objects, books and arts as they would in
a living room, they’ll use the dining table as a
home office, they might grab a quick dinner
while skypeing a friend on the laptop, while the
kids might spread their homework across the
kitchen island.
Her comments on style are also very interesting:
I think there’s a move in kitchen design to make
the space look less ‘kitchen-y’, I didn’t want
flashy appliances on show, lots of fussy features
or unnecessary finishes or flourishes. I wanted the kitchen to be a neutral backdrop for
September 2017 Better Homes and
all the things that make a kitchen
Gardens offers a glimpse into that
homely – pots of herbs, much-loved
unique part of Australian interior
cookbooks and favourite ceramics,
design that seems to be continuously
reworking themes from the 1990s. In
things which show a little of our
this landscape, the Kaboodle ad seems
personality and preferences.
almost radical and modern. The rare
One key to this was making sure
the kitchen was open and connected to the rest of the apartment:
Having had a separate galley kitchen for ten years, I was really keen to
have a connected kitchen and living room. So that when one person
is cooking, the other can chat from
the sofa, or when friends are round,
everyone can mingle in one place.

red kitchen, a regular feature in every
Kitchen Special, is now only seen in
captivity.
Published by Pacific Magazines, it has a
claimed readership of over 2.3 million.
The editor, Julia Zaetta, describes it:
The Better Homes and Gardens brand
delivers people with an abundance of
ideas, the inspiration to create and the
information to achieve. We showcase
the start of an idea and then support
our audience to create their own – helping them turn their houses into homes.
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The apparent “plainness” and simplicity of the room mean
that it can be used for a wide range of activities.
It really is an expression of the way we want to live in our new
house – an open-plan solution that transitions from a space for
cooking to a workspace with the laptop on the dining table, to
an intimate gathering space for friends and family and entertaining.
Ms St Hill’s blog is worth keeping track. This post can
be read at: http://catesthill.com/2017/02/27/my-ikea-kitchen-makeover-the-transformation/
This way of regarding kitchens fits into an overall home
design trend that HNN has been tracking over the past year,
and which we refer to as “Presences”. This describes the situation where family members
will gather in one space or adjacent spaces,
but each pursue a different activity — one
will be watching TV on an iPad, another playing a videogame on a TV, a third talking on a
phone or reading a book. It’s a “parallel lives”
situation, where the physical space provides
the connection between different activities.

Inspiration
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When we think of kitchens of this type, the
name of one architect in particular springs
to mind: Joseph Eichler. Eichler was one of a
group of architects who helped to develop a
new style of house in the late 1940s and 1950s,
which could be built in large developments,
but provided a superior, “modern” lifestyle.
The houses and the furnishings devised for
them formed part of the inspiration for the
trend that first developed in the mid-1980s for
“mid-Century modern”.
Many of the innovations that Eichler and
his associates developed became a normal
part of modern houses, though they were
very innovative for the day. Principally,
Eichler relied on post-and-beam construction
to make walls non load-bearing, which meant
he could replace them with large sheets of
plate glass. A familiar feature of many Eichler
homes has also an “outdoor room”, fan atrium
at the centre of the house, which provided
yet more natural light.

September 2017 edition of Bauer Media’s
Real Living magazine,
which has a claimed
readership of 87,000.
The magazine sees
itself as something of
the “rebel” among Australia’s interior design
magazine. While it does
manage colour well, it
is less successful when
it comes to design
elements. According to
the magazine’s editor,
Emma Vidgen, “Just
like its audience, Real
Living is a fun, fresh,
fashion-forward brand
that isn’t afraid to
break the rules. We are
proud to have amassed
a cult following thanks
to our out-of-the-box
approach to style and
design.”

The kitchens in many Eichler homes were
designed as what we might call today individual “pods”. Instead of being build on an outside wall, they will built as an interior space.
Where many such interior kitchens feature a back wall where
the kitchen cabinets are and a kitchen island in front of this,
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Eichler kitchens instead often feature two interior walls at
right angles, with a kitchen island in front of these. This “pod”
is positioned often in the midst of a “utility” room that can be
used for entertaining or as a playroom, with the dining room
adjoined but separate.
The trick to these kitchen pods was that the right-angle of
walls were built only to three-quarter height in the high-ceilinged space. Given the large walls of glass on the exterior of
the building, this meant that instead of being gloomy and
cut-off, they received a great deal of indirect light, and remained connected to the surrounding rooms.

The Kaboodle narrative
It is worth thinking further about Kaboodle, not only because it is quite central to
Australia’s kitchen industry, but also because
its current position reflects that of many
Australian products.
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Kaboodle kitchens (like similar products)
began as something that was very much a
“replacement” product. Like other products
promoted by Bunnings, its goal was to take
familiar items that were being sold at higher
prices, and find a way to make them more
affordable for average Australian families.
What enabled this change was largely the
opening up of low-wage areas, such as mainland China, as manufacturing resources. For
the producers of these goods, the marketing
task was mostly to convince consumers that,
despite the lower prices, these goods would
perform most of the tasks of more expensive
goods.
As time has passed, however, products
such as Kaboodle kitchens have ceased to be
replacements, and become instead products
in their own right, with a distincSeptember 2017 Australian House &
Garden continues to surprise with good
tive personality, character, and a
content underneath what seems like a
set of consumer expectations. Yet
quite staid approach. There is an intensity and thoughtfulness to the editorial
the marketing of these kitchens
that is often missing elsewhere.
has continued down the former
As a result, it’s no surprise that it attracts
path of validating them as replace- a good deal of advertising from Freedom Kitchens, as well as Kaboodle.
ments for more expensive kinds of
Also published by Bauer Media, the
magazine has a readership of 520,000.
kitchens.
What is lacking, in marketing
to consumers, is some kind of
narrative to the product. It’s easy
to see the power such a narrative
can have, given what Ms St Hill
has had to say: “IKEA were promoting the idea that ‘when we

According to its editor, Lisa Green:
“House & Garden occupies a special
place in Australian homes. It has been
the source of ideas and advice for three
generations of homemakers and is now
inspiring a fourth! The H&G editorial
team relishes the constant challenge of
staying ahead of the pack.”
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cook together, we make more than just food’”. That is a strong
narrative, and one that IKEA has worked hard to establish.
In contrast, saying — as Kaboodle ads do — that a kitchen
will be inexpensive, that you can choose a range of colours,
that it will be stylish, that does not establish a narrative. It is
really just a set of features.
To see a contrasting example, consider what Bunnings has
helped to do with the Ozito Power X Change (OPXC) brand.
The Ozito brand itself, like Kaboodle, began life as a very
inexpensive alternative to higher-end power tools. Up until
2014, it was reliably two generations behind cutting-edge
power tools. With the launch of the “red Ozito”, OPXC, it
launched tools that were about one generation behind the
leading edge, at a very competitive price. By
2016, the brand had developed into something
like a less-expensive Ryobi, integrating power
tools with outdoor power equipment.
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The narrative for OPXC is, we would suggest, “all the tool you need”. It solves a primary problem for consumers for whom DIY is
really mostly about maintenance and some
occasional additions or serious fix-ups. They
want to avoid the risk of very cheap tools
breaking down, but they also have a limited
budget they are willing to spend on power
tools. This means that if they go with, say,
Ryobi or Bosch “green” tools, they will end up
with a limited set. With OPXC they can have
most of the tools they want, and also have
some guarantee of reliability.
If we were to think of a similar narrative
for Kaboodle, it would be the idea of “enough
kitchen”. That is to say, the choice of a Kaboodle kitchen, like the choice of adopting the
OPXC cordless power tool line, is situational.
The consumer needs or wants a kitchen, but
September 2017 Home Beautiful is the
really cannot pay $20,000. Kaboomain buy for advertising for Kaboodle
dle in those cases is, quite literally,
(which runs eight ads in this issue),
and even has the rarest thing to see at
a (family) life saver.
What would an advertising campaign based on these situational
ideas look like? Well, you could
have the “new home kitchen”, the
“downsizing after the kids have left
home” kitchen, the “my first apartment” kitchen, the “my holiday
shack” kitchen, the “we’re having a
baby” kitchen — and so on. Instantly, instead of static pictures of
kitchens in mildly outdated styles,
you create a potential for lively,

the moment, a kitchen ad from IKEA.
The Pacific Magazines publication has
a claimed readership of 530,000. The
editor, Sarah Burman, describes the
magazine: “At Home Beautiful, we live
for providing inspiration, information and expert advice to empower
homeowners to create their own ‘home
beautiful’ - a place that reflects them
and their family, and works for their life.
While we might be 90 years old, our
brand is ever-youthful.”
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engaging advertisements to which consumers can readily
relate. (It’s an approach that would probably work in the UK
market as well.)

The future kitchen
In October of 2017, Kaboodle launched its new cut to measure range of kitchen cabinets. As the company says on its
website:
We’re super excited to launch our new cut to measure offer –
giving you the freedom to order kaboodle cabinets to the size
you need for that seamless fit in your kitchen!
This range is perfect for creating a designer look without
compromise, making the most of your storage space (removing the need for any filler panels) and creating large panels
(multi-purpose panel), to reduce the number of joins in your
kitchen.
HNN suspects that the development of this might have
something to do with Kaboodle solving some of the
problems with kitchens that Bunnings has encountered in the UK. However, taken one step further, this
development points towards what we could see in
the future, if certain kinds of technology, available
today, were linked together.
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Imagine if the installation of a kitchen began with
the visit by a specialist who brought along a device
that could accurately measure the kitchen space, and
turn this into something like an Autocad file. (Such
devices already exist, such as the Leica Disto. Imagine
what would be possible using some of the technology
Apple has incorporated into the iPhone X to identify
faces for security purposes.)
Next, consumers visit a design centre. There they
are able to build their kitchens using standard virtual
kitchen software, only using the exact measurements
and situation of the their kitchen space. When this
is completed, they can then use a virtual reality (VR)
headset to “walk through” that
kitchen. (US home improvement
retailer Lowe’s Companies already
offers something like this.)
Once the design has been lockedin, the data is transmitted to a
factory in mainland China, where
computer numerically controlled
(CNC) machines produce a custom
kitchen to the exact specifications.
This kitchen is shipped back to
Australia, where specialised installers fit the kitchen to the space.
Or, alternatively, the homeowner
can DIY install, as this would be a
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Top, a floorplan from an actual Eichler
house. Note the position of the kitchen,
top right on the plan, which provides a
view of the back outdooor area, as well as
ample light.
Bottom, from Houzz, a beautifully
updated Eichler kitchen. The kitchen is in
an Eichler house built to this floorplan.
The right-angled “pod” occupies a central
position in the house, thus not blocking
light from entering through the large
windows-as-walls construction. The
three-quarter height pod walls, under
high ceilings, means the space benefits
from natural light. The right-angle design
also makes for an efficient design for
cooks.
goo.gl/pi8Fcc

far simpler process than using non-custom, mass-produced
components.
While the manufacturing costs will be higher, the installation costs would drop dramatically, especially for DIYers.
Such a system would not just revolutionise flatpack kitchens,
it would change the kitchen industry itself.
Today, of course, this might seem a little more like science
fiction than possible reality. It is worth remembering, though,
that the iPhone would have seemed almost as impossible to
the average consumer back in 2004.
Which companies would most benefit from such developments? It is difficult to know if it would most advantage
a company like Kaboodle, or more the medium-range, with
companies such as Freedom Kitchens and The Good Guys.
One thing that seems fairly sure, however, is that it would
disadvantage IKEA.

Analysis
What happens next? If the trend back to white follows
past, similar trends, it will likely begin to fade out by September 2018 or so, to be replaced by a new trend. Reading through
the international design magazines, there seems to be some
likelihood this will be a solid colour, with blue the most likely.
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As is discussed in the articles on countertop materials
which follow, HNN also thinks the market for Corian-like solid surface countertops could grow at the expense of laminate
and wood surfaces. Meanwhile engineered quartz will continue to take market share from granite.
In general terms, though, over the next two to three years,
it is quite likely that kitchens will fade somewhat as the focus
of renovations in Australia. Part of that focus could move to
the “outdoor room” again, only instead of this being a place
in the garden, it will be situated on an extended deck around
the house. Bedrooms seem also to be increasing in priority in
home designs.
That loss of focus doesn’t mean that kitchens will be any
the less popular or profitable. It does mean that they need to
take their styling clues from the rest of the house or apartment, rather than setting the tone. In terms of that general
styling, while eclectic styles such as “Scandinavian” and “Industrial” will continue, there is developing alongside of
these a new, sleeker modernism, with compressed, clean
lines, and a limited, distinct palette.
The one area that HNN would point to, which continues to be radically underserved by the home improvement industry, is apartments. It seems all but forgotten,
but there was an earlier peak in apartment building,
especially in NSW, in mid-2005, which was not equalled
until after 2014. That was 12 years ago. What’s the average age of a kitchen when it is refurbished?
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The Leica 3D Disto can digitally capture an
image of a room using precise measurements, outputting a CAD file. According to
promotional material:
“Large room? No right angles? Skewed
walls? Many details? Difficult to reach?
No cause to worry: The Leica 3D Disto
measures everything you need. Ladder?
Mobile access platform? You can leave
them back at base. No tripod on hand?
Makes no difference – simply place the
3D Disto on a table or the floor. Levelling
up? Not necessary. Photographs for the
records? No problem, the in-built camera
provides the pictures.”

Solid Surfaces
Mr McGuire: I want to say one word to you. Just one word.
Benjamin: Yes, sir.
Mr McGuire: Are you listening?
Benjamin: Yes, I am.
Mr McGuire: Plastics.
[Pause]
Benjamin: Exactly how do you mean?
Mr McGuire: There’s a great future in plastics. Think about it. Will you
think about it?

Once a common popular culture reference,
these 20 seconds of dialogue from the 1967
film “The Graduate” (staring an almost unknown Dustin Hoffman as Benjamin Braddock) just barely make any sense today.
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The Quadra di Toncelli
kitchen developed in
2013 is made from
Corian and offers a range
of configurations it can
assume.
goo.gl/S65Zs9

But back then, as the first Moon landing loomed only two
years away (even though the Apollo 1 mission had blown up
on the launchpad that year, killing three astronauts), the
plastics industry was what the computer industry became in
the 1990s: an area of infinite possibilities, where business and
science formed an alliance set on delivering a popular future.
It’s not so surprising that one of the more familiar plastic
products of our time, polymer-based solid surfaces for countertops and other building purposes, emerged out of that
chemically creative period. DuPont was the original developer of this class of products, launching its version, Corian, on
the market in 1971.
The real story of its development, however, begins eight
years earlier, in 1963. In a process that would later become
something of a pattern in the later personal computer industry, DuPont found itself with a group of “malcontent” and
“misfit” scientists on its hands, which it threw together into
a group to come up with products for the building industry.
Don Slocum, PhD, was one of that group, though he was by
training a bio-scientist, not as a materials chemist. Nonetheless, he and the others applied themselves to the problems
at hand, and after four years of work, in 1967 Corian — or at
least the Corian patent — was born. This was the start of an
industry that in later years became known as “solid surfaces”.
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The original patent lasted the standard 20 years, and by
1989 there were four other competitors in the field: Avonite,
Formica, Nevamar and Tuff Top. Formica and Nevamar were
both laminate companies, and while Formica continues to
produce its solid surface product, Nevamar seems to have
dropped out of the business. Tuff Top no longer seems to be
around at all.
Of all the original competitors, Avonite had the most direct
effect on the market. It was the first company to develop and
release a wide range of colours — though this was soon copied by DuPont and other companies. Avonite continues to be
a leader in the field of solid surfaces, in the US and Australia,
offering both acrylic and polyester based products in a very
wide range of colours.
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Corian is available in a
vast array of colours.

The overall solid surfaces market has undergone a large
number of changes over the 28 years since those four companies joined DuPont as solid surfaces manufactures. There are
now something like over 20 significant companies in the field,
with new ones — such as the Indian firm VELO during 2017
— cropping up all the time.
Aside from the original Corian, one of the most significant
is LG’s Hi-Macs range. While US big-box retailer The Home
Depot stocks and sells the original Corian solid surface, its
main competitor, Lowe’s Companies, stocks and sells Hi-Macs.
Hi-Macs has also achieved significant market share in Australia’s commercial sector. It has been used, for example, at Flemington Racecourse in Melbourne, and in Westfield shopping
centres in Sydney.
Other major brands include: Krion Porcelanosa Solid
Surface, LOTTE Staron, Hanwha Hanex, Meganite, Samsung
Staron, Swan Swanstone, Wilsonart Solid Surface, and Kerrock Kolpa.

Production process
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While each manufacturer of Corian-like solid surfaces (for
convenience, we will use the non-standard acronym “CLSS”)
brings something unique to the product in terms of tweaking
the manufacturing process, in colours, availability of sizes,
training, sourcing, and so forth, as the market has evolved
it has tended to return to the core qualities of the original
product.
The main reason for this is that this form of plastic fabrication is a very clear illustration of the standard engineering
mantra “you don’t get anything for nothing”. Every change
and shift to the formulation of CLSS brings both advantages
and disadvantages.
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LG HiMacs used to produce a “show kitchen”
for an exhibition.
goo.gl/v9Uf2d

A simple example of this is that early attempts were made
to increase the hardness of CLSS by introducing harder substances as part of the formulation, such as quartz. However,
this tended to produce more brittle products (products that
could not, for example, stand up to the constant vibration of
in-sink garbage disposals and dishwashers), and that were
then just as difficult for installers to work with as materials
such as granite and engineered quartz countertops.
The basis of CLSS production is the combination of four
types of substance: a filler, a resin, a combined catalyst/initiator (catalysts help reactions occur, while initiators are “used”
by reactions), and additives that largely affect the appearance.
These products are mixed to form of raw material which is
placed (usually) in moulds. The material is a loose paste when
added to the mould, at which point catalysts begin a process
referred to technically as “curing”. This is the process where
the kinds of atomic links that, basically, make plastic “plastic”
are created in the material. During curing the material hardens and over a short space of time increases its durability.
Curing in any such material never really reaches completion,
i.e., not all the possible atomic links ever really get made.
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To go through those four elements, the majority of the
product is made up of the filler, making up 60% to 65%. The
most popular filler is Aluminium-trihydrate (which is refined
from the Aluminium ore Bauxite) .
The resin is usually a form of acrylic, and it makes up
around 30% of the product. Resins made with Neopentyl
glycol and Isophthalic acid are the most popular because
they offer a high heat distortion temperature, better chemical resistance, and lower water permeation. Polyester resins
are also used, though these alter some of the fundamental
characteristics provided by acrylic resins, such as the ability
to thermoform the material.
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The third component consists of additives such as catalysts, initiators, and a range of additives that affect (mainly)
the way the product hardens and cures. The most common
catalyst system would be Methyl Ethyl Ketone Peroxide. A
range of additives can affect things such as the time and completeness of curing, porosity, and enhance specific surface
characteristics.
The fourth component consists of elements that largely
alter the appearance of the material, including colours, and
objects such as glass beads.
Every manufacturer tweaks these elements to suit their
needs, and every tweak provides some advantages and some
disadvantages. For example, the original filler material used
at the inception of Corian in the late 1960s was calcium carbonate (essentially marble), which helped to produce a harder
surface, less susceptible to scratches, but also made it much
less stain resistant.
It is possible to grind the usual Aluminium-trihydrate
filler very fine, which would reduce porosity, and add to stain
resistance. However, such a fine grind means that the curing
process is significantly inhibited, which would eliminate that
advantage.
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Different resins and catalysts can be used to affect the
overall curing process. For example, a catalyst can be used
that requires an elevated temperature for curing, but results
in a faster and more complete curing. Yet, most of these bring
concerns of introducing colour variations.

Product advantages and disadvantages
When listed in isolation, the disadvantages of CLSS for use
of kitchen countertops (less so for bathrooms) seem quite severe. CLSS cannot tolerate high heat, and is subject to stains
from a wide range of substances, including: vinegar, coffee,
tea, lemon juice, vegetable juice, dyes, ketchup, saffron, shoe
polish, marker pens, iodine, blood, red wine, perfume, grease,
fat, oils, and nail varnish. They can be severely marred by
substances such as oven cleaner, paint thinner, acetone, and
drain cleaner.
The surfaces also require care
when being cleaned. In particular
the use of even mildly abrasive
products can mar the surfaces.
This also applies to the use of any
kind of cutting implement, such
as knives, which can easily create
significant scratch marks.
While all that does sound very
dire, the truth is that just about
every kitchen countertop surface
material does have vulnerabilities.
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Corian can be cut with
standard, high-end power tools, though training
is required to produce
professional finishes.

Marble is, of course, infamous for its tendency to stain easily,
engineered quartz can scorch at higher temperatures, and
quartz can crack and also will absorb stains if it is not resealed every couple of years.
More importantly, CLSS does have a number of truly
unique advantages. No other countertop surface can boast
its range of both colours and finishes — which can include
translucency. As most CLSS can be thermoformed (heated
and moulded to a new shape), this means that the designs can
be customised to meet the stylish requirements of some customers, in ways no other material can match. That includes
the ability to have near-invisible seams — again, something
other countertop materials cannot offer as an option.
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Where engineered quartz, granite and marble all require
high-specialty tools, such as diamond blades, to cut and
customise countertops, CLSS can be worked using standard
high-end woodworking tools fitted with carbide blades.
Working with CLSS does require specialised training, so this
doesn’t mean that most DIYers can directly use the product. It does mean, though, that custom kitchen builders can
work directly with the material, instead of having to source
finished countertops from specialist workshops, reducing
both costs and ordering time. And, if there is a mistake in the
length of the countertop, for example, this can often be fixed
onsite.
Another big advantage is that if CLSS is damaged, it can,
most of the time, be repaired by a professional. Scratches and
marring can usually be sanded out, and even deep blistering
due to heat can be burred out, then seamlessly fixed by applying a patch.
Finally, of course, CLSS has
a significant cost advantage,
priced at around 70% of the
cost of engineered quartz, and a
little more than half the cost of
granite.

The market
Perhaps the most interesting
feature in the current market is
the effort that DuPont is putting into a new marketing surge
for its original Corian product.
Starting in mid-2013, when the
company announced its “Endless Evolution” strategy. After
some years of introducing only
incremental changes, DuPont
began to bring the brand back
to life, and to improve consumer
awareness.
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Joints in Corian can be
made invisible, and
the material can be
translucent, opening
up new possibilities for
lighting.

This strategy to some extent has culminated in 2017, as DuPont has used the 50th anniversary of the product’s patent to
introduce a new vigour into the brand. According to DuPont
marketing material”
The Corian Brand has a whole new look, a whole new way of
expressing brand beliefs and most importantly a new range
of products and aesthetics that invite consumers to meet the
Corian they never knew. Corian Design is celebrating the role
that surfaces play as the unsung heroes in the realm of design
and their ability to transform a space into an environment that
is truly unique to the tastes and needs of the individual with
the ‘Corian Design – Make Your Space’ positioning.
In the debut issue of its new “Corian Design”
magazine, Julie J. Eaton, Global Business Director, DuPont Surfaces wrote:
In this inaugural issue, we look at what lies ahead
for Corian®, from its ever-expanding collection of
colors –- moving now in the direction of warmth,
emotion and modernity to meet specific market
and societal trends — to technological developments aimed at improving its performance and
adapting it to the evolving needs of modern
society.

69

Part of that move towards modernity has
been the introduction of wireless charging solutions for mobile devices that can be integrated
into countertops made with DuPont Corian solid
surface. The Corian Charging Surface technology was officially launched at NeoCon 2015 in Chicago. Corian Charging Surface has a transmitter
discreetly hidden under the surface, delivering
the charge directly through the Corian. This
avoids the need to make penetrations into the
surface and maintains a seamless finish.
This means that, for example, the latest Apple
iPhones (8 and the X) can be recharged simply by
setting them down on a specific area of a kitchen
countertop.
In terms of colours, 2017 has seen the launch
of three unique style ranges for Corian: Concrete, Onyx and Prima. Concrete consists of four
neutral colours, which mimic the tones of different concrete types. Onyx provides two colours
with what DuPont terms “semi-transparent
veining”, which, it claims are “striking” when lit
from above or below. Prima, the company states,
provides “embedded hues [that] create a remarkable patterning and sweeping movement”.
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DuPont’s new range of Corian surfaces
includes, from top to bottom: Concrete,
Onyx, and Prima.

Market development
Of course, one of the main questions all of this raises is
“why is DuPont, with its vast product range, choosing to
accelerate its marketing and development spending on Corian?” A partial answer to that could be that, as new markets
for kitchen and bathroom renovations are developing, those
markets have very different characteristics to past markets.
The previous kitchen renovation market, for example,
worked largely on a cycle of between 12 to 15 years, with some
kitchens stretching past 20 years before they were renovated.
A number of factors have speeded that trend up. Kitchens
now are more central, and more open to, most homes, meaning that their style and condition has a great impact. Technology continues to develop rapidly, even in common-day appliances, meaning that there is more incentive to make changes.
Also, kitchens have simply become more stylish, moving
away from a utilitarian room, to a central gathering place.
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This has resulted in something of a more 6/12 pattern,
where kitchens are due for a “refresh” every six years or so,
and then get a complete renovation every 10 to 12 years. The
advantage of using CLSS material in this kind of renovation
pattern is that it opens up the possibility of changing countertops completely more frequently. The sheer cost of both
engineered quartz and granite countertops means that most
families count on getting at least 15, if not 20 years worth
of use from them. With CLSS whatever imperfections have
come about can be taken out by professionals at the six year
refresh, and, as they are less expensive, they can be completely replaced for a whole new look at the 12 year interval.
If that does prove to be the case, it’s likely growth in CLSS
will accelerate over the next three to four years. Granite will
likely continue to decline in popularity, with those consumers
switching over to engineered quarts. But it is also likely that
a number of customer that would previously have chosen
engineered quartz will switch to CLSS. It’s possible we could
see both CLSS and engineered quartz effectively growing at
the same rate.
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Quartz Counters
In 2018 the kitchen and bathroom countertop market will be largely defined by the
struggle between two popular materials: natural granite, and silica-based manufactured
stone produced using the Breton patent processes. This latter is known by a number of
alternate names, including engineered stone,
Bretonstone, and, in the European Union, agglomerated stone. Perhaps the most accurate
name, however, would be “engineered quartz”,
which we will abbreviate to “EQ”.
In the global countertop market there is
little doubt that granite continues to dominate. For 2016 it held an estimated 27% marketshare, followed by solid surfaces (which is
composed of 33% binding resins and 66% mineral content, in the case of the popular DuPont product Corian the latter being alumina
trihydrate) at 24%, then EQ at 16%, laminates
at 10%, and marble at 4%.
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The remaining 20% is made up of around an additional
nine categories, including various types of wood surfaces,
tiles, stainless steel, porcelain, and polymer variants.
While that might at first not seem all that positive as far as
EQ is concerned, it is EQ that is currently growing at the fastest rate. EQ has gone from a global countertop marketshare
of 7% in 2010 to 16% in 2016. Laminate fell steeply, from a 17%
marketshare to just 10%, while granite slipped 1% from 28%
in 2010 to 27% in 2016. Proponents of the EQ product, such
as the listed Israeli/US company Caesarstone, believe that
granite has reached its peak, and that EQ will take further
marketshare from the natural stone over the coming two to
three years.
The main reason for the ongoing success of EQ is that,
while originally it attempted to emulate granite, in more
recent years it has branched out into a wide range of different surface looks. As the kitchen market has itself diversified
in terms of design, it has come to serve the needs of more
adventurous families.
Already there are signs that granite prices are slipping, as
demand tails off in key markets. While engineered quartz is
available at a lower price than granite, both surfaces can easily triple their cheapest price when it comes to buying specific
finishes.
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Granite
In some ways the future of EQ is closely tied up with
granite, so it is best to take a close look at the granite market
to better understand the potential of EQ. Granite has all the
benefits of a hard, durable quarried stone surface. It can be
polished to a reflective surface, or, in some rare cases, left as a
less-reflective, “honed” surface. The natural beauty of “imperfections”, and variations in colour are found to be highly
attractive to many, while others, seeking a closely controlled
kitchen “look”, find them a little difficult to work with. Granite is a porous rock, which means that for kitchen use it must
be sealed, and retreated every two to three years.
Granite is also a very heavy material, and requires special
handling for installation, as well as a substantial substructure to support it. Attempts have been made recently to develop forms of “granite veneer”, which provide a 12mm thick
surface over a suitable substrate, such as an existing laminate
countertop. Some companies have taken this one step further, and provide complete systems, with the granite veneer
pre-installed on a new, lightweight substrate.

Engineered quartz
In contrast to granite, which is an entirely “natural” product, EQ is man made, using a majority of natural products.
The actual composition of EQ varies according to the manufacturer and the style selected. In general terms, EQ con-
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sists of between 10% and 5% binder, which is either a plastic
(polymeric) resin, or — a relatively recent development — a
type of cement. The remainder is composed of various stone
aggregates. These can include quartz, marble, natural stone,
as well as recycled industrial materials, such as glass, mirrors,
silica and ceramic.
While quartz dominates as the key aggregate for kitchen
countertops, in bathrooms marble is more common. Marble
does produce a glossier depth to the material, however it is
also softer and more permeable, making it much less suitable
for kitchens.
That said, some US companies are now touting the benefits
of what they term “Quartz 2.0”. This uses marble as a main
constituent, but — they say — delivers the impermeability of
quartz-based products. This is derived from manufacturing
processes using high temperatures and pressure.
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From the consumer’s perspective, the two main characteristics of EQ are that it is available in an ever-expanding array
of colours, and that its surfaces — unlike quartz — are “perfect” in the sense they do not have any natural variations. In
terms of durability, while granite can withstand higher heat
than EQ without ill effect, it is very rare that EQ will get exposed to sufficiently high heat to cause the surface to blister.
In the event that such blistering does occur, the surface can
generally be repaired through sanding and refinishing.

Manufacturing EQ
Quartz itself is a very common stone worldwide. Marble-based products are typically produced in blocks which
need to be cut to size, but quartz-based products are produce
to finished thickness in slabs.
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Detail from a slide used
in a Caesarstone investor
presentation. Caesarstone has been moving
to secure more control
over its distribution
network.

To begin the process of making EQ, the quartz is first
mined, then crushed to create a uniform size. It is mixed with
a binding agent, and other substances, including colour pigments. In modern factories, the mix is then poured between
two sheets of paper, in the quantity needed to produce the
required thickness.
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The conveyor belt then transports the material to the
compression area. This uses a “vibrocompression vacuum”
chamber where the material is compressed into a solid slab,
and all air is removed. This is the core, patented part of the
manufacturing process. It effectively compresses the particles to the extent that the porousness of the finished product
is greatly reduced. According to the holder of the patent, the
Italian company Bretton:
The vacuum effect generated by vibrocompression compacts
the aggregate mix and the excellent consolidating capacity
created by this process reduces the gaps between the crystals and particles, resulting in a reduction of the quantity of
bonding agent required and an increase in the mechanical
properties of the final product. Vacuum compacting prevents
macro-porosity in the compacted mix and microporosity in
the bonding resins minimising water absorption to 0.02% in
weight.
Bretonstone slabs, thanks to this technology, are perfectly
homogenous and isotropic with high physical-mechanical
properties throughout the entire slab structure.
From there the material travels to a curing chamber, which
is typically a tower-like structure, with a number of heating
trays, which are kept at a temperature of between 80 to 85
degrees celsius. It takes less than 40 minutes of curing for the
material to solidify into the finished slab of EQ.
Final processing can include surface smoothing, calibrating, polishing, trimming, bevelling and edge work, depending
on what the EQ will be used for. Larger plants are capable of
producing around 30,000 square metres of EQ a month.
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Detail from a slide
used in a Caesarstone
investor presentation.
Caesarstone sees EQ
products moving to
replace granite in the
near future. HNN has a
different view on solid
surfaces, which we see as
displacing laminate and
wood in the future.

History of EQ
Virtually all EQ in the world is made based on patents perfected by a single company in Italy during the 1960s and the
1970s. The company was originally named Brevetti Toncelli,
later shortened to Bre-Ton and then to “Breton” as it is today.
It was established in 1963 at Castello di Godego in the province of Treviso, Italy by Marcello Toncelli. The name is a combination of the first syllable of his last name — “ton” — plus
an abbreviation of “brevetti”, which in English is “patent”.
Originally Bretonstone — as the product is known — was
made of blocks of polyester resin and limestone. These materials were poured by hand into 30cm by 50-cm formworks, to
then be cut into tiles. Today consumers think of EQ mostly
in terms of kitchen counters. However, the majority of EQ
is slabbed out in massive sizes for use in shopping malls,
airports, and high applications such as the floors of Prada
boutiques.
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One of the core problems that early production processes
had to resolve was the presence of small air bubbles that
were trapped in the resin binder. These made the end product porous, and thus subject to the absorption of moisture
— not what you want in a floor or a kitchen countertop. This
was when Mr Toncelli set about developing his patented vacuum process. Company legend has it that the first version of
a vacuum chamber was a simple domestic hot water bottle.
A second problem was that as slabs of EQ grew larger, they
had a tendency to curve as they cured. The solution to this, it
turned out, was to use much less binding resin in their production. Mr Toncelli achieved this through the use of vibration, which helped establish a closely compacted aggregate
mix, which would then need a minimum of resin to bind.
The result of these developments was a manufacturing
plant that could produce a slab 125cm by 125cm in size. Versions of this plant were sold to companies in Italy, Tunisia,
Venezuela, Singapore and Spain. One plant was also sold to
Armstrong Flooring in the US. Success was limited both by
concerns over using the unknown material, and the a fact
that it did not, at first, have the same robust qualities that
granite did, being somewhat more like marble in terms of
durability and maintenance.
The answer was to move to using much harder siliceous aggregates, such as quartz, as a foundation material. By 1982 the
company had made and sold in Italy a manufacturing plant
that could produce this type of material. This type of plant
gradually took over the entire market for Bretonstone. It also
sold a plant to a Welsh manufacturer, which began to experiment with harder substances, based on the silica family of
stones (such as quartz and some sands).
The next advance came in the size of slabs that could
be produced. It was the Israeli company Caesarstone that
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Marcello Toncelli, the inventor of Bretonstone. From the Bretonstone website:
There were problems at first that took
a long time to resolve, some of which
are fondly remembered in time, like
when Marcello Toncelli came up with
the memorable “hot water bottle”
solution: the first products were subject
to porosity, as air bubbles got trapped
in the resin; Toncelli came up with the
idea of putting the mix in a vacuum, and
the only thing he could think of at the
time to do this was a hot water bottle:
he poured in the mix, screwed tight the
plug, beat the bottle with a hammer
on a bit of wood to make the mix more
compact and put the lot in the oven to
cure; when the rubber was peeled back,
the first Bretonstone® tile was born!

bought the first Breton plant using new technology for the
production of large 125cm by 308 cm slabs. While the plant
began producing using marble aggregate, it was soon converted to using quartz instead, borrowing from the developments
of the Welsh plant.
Breton has continued to improve the size of slabs of Bretonstone that can be made, with the width increasing from
125cm to 144cm and then 166 cm. Today’s plants can produce
“jumbo” slabs at 212cm by 367cm.

Caesarstone
Caesarstone began in 1987 at the Israeli kibbutz Sdot Yam,
replacing what had been a terrazzo tile factory. The company
subsequently expanded to a second location in Israel, and
then to a production facility at Richmond Hill in the state of
Georgia, USA. The company also listed on the US NASDAQ
stock exchange in 2012.

76

It is currently on track to have a total of seven Bretonstone
plants operating. The company says its products account
for 8% of global EQ production. In terms of individual countries, Caesarstone says that of the EQ market, it holds an 85%
marketshare in Israel, 52% in Australia, 39% in Canada and
13% of the US market. Sales in Australia and New Zealand for
calendar 2016 amounted to USD130.9 million, up by 18.7% over
calendar 2015 and accounting for over 24% of the company’s
revenues.
In terms of sales and distribution, the company has progressively purchased the companies that were distributing
its product in the UK and Australia, as well as setting up its
own distribution network in the US. While market penetration in the US market continues to be low for all kinds of EQ,
that is the company’s biggest market, contributing 55% of its
annual revenue.
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The first all-in-one Bretonstone manufacturing
plant that was sold by
the company.

In early 2017, the company announced two combined new
initiatives. One was the launch of a product Caesarstone calls
“Transform”, which is a 13mm EQ overlay product that can be
installed in a single day over an existing kitchen countertop
surface. The second part of the announcement was that the
company is distributing this new product in collaboration
with US big box home improvement retailer Lowe’s Companies.
This follows on from a deal Caesarstone made with the US
branch of Swedish company IKEA to be its exclusive provider
of EQ countertops for IKEA kitchens, reached in May 2013.
While this did improve the company’s volume sales in the US,
it did also cause a decline in its EBIT margin for the product
line.

Dekton
One of the long-standing producers of EQ, Italian firm
Cosentino, in 2014 launched a new EQ product, Dekton. This
product set out to eliminate all of the negatives of EQ as compared to quartz, such as its resistance to the effects of heat,
and impermeability to stains.
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To achieve this, Cosentino has changed both the chemical
composition of the material, and some of the manufacturing
processes. The company terms part of this process an application of “sinterized particle technology”, which, it claims,
reduces the porosity of the material significantly. As part of
utilising this technology, during the production process, the
material is subject to very high temperatures, as opposed to
the moderate temperatures of the standard EQ process.
One area where the company sees a significant market for
this product is for “outdoor rooms”, especially the kind of
outdoor kitchen popular in large barbecue areas. Dekton not
only resists high heat very well, but it also resists the effects
of being frozen and thawed, making is usable in outdoor
areas in colder regions of the world.
The US consumer magazine, Consumer Reports, has written that Dekton in their tests did crack when a force equivalent to a falling heavy metal pan was applied. Consentino
have yet to fully respond to that claim.

Manufacturers
There are over 50 manufacturers of EQ licensing the
Bretonstone process from Breton. In the US one of the
most significant is Cambria, which distributes solely
in North America. Its product can only be purchased
through professional services such as kitchen and bath
installers, or sourced by builders, architects and designers.
While Caesarstone is a major supplier to the Australian market, there is also a wide range of competitors.
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Transform is a 13mm
overlay of Bretonstone
used to refresh the look
of counters.

These include Silestone, which is made in Spain by the Italian company Cosentino, Essastone which is distributed by
Laminex (better known for laminate kitchen surfaces), and
SmartStone, which is part of Halifax Vogel Group, a privately
owned Australian company that imports and distributes a
diverse product range throughout Australia. DuPont also
distributes its Zodiaq range of EQ.

Future
While manufacturers and distributors of EQ are quietly
confident they will see marketshare continue to expand,
much of that confidence is based on a continuation of current housing trends, which are dependent on a range of economic factors, including low interest rates on mortgages and
other loans, and appreciation of house prices.
The move, in Australia, to smaller, less expensive residences in multi-dwelling buildings could see the market shift in
the future towards simpler, and more affordable alternatives, such as solid surfaces. It is also worth noting that solid
surfaces, such as DuPont’s Corian,
are much easier to install on a DIY
basis, as common power tools can
be used to cut and finish these
countertops.
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Such a change would, however,
likely further secure EQ’s marketshare versus granite, as EQ is
capable of going lower in price.
The move towards Caesarstone’s
Transform product is one example
of an EQ manufacturer creating
a new channel for less expensive,
and faster renovations in the
future.
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Slabs of Bretonstone
ready for processing to
size for installation.

Silicosis on rise
79

Medical experts in Australia have stepped
up their efforts to draw attention to the risk
of silicosis for tradespersons working with
engineered quartz (EQ) and other types of
man-made stone. Some research has put general exposure as being around 6.4% of all Australian workers, and high levels of exposure at
3.3%.
What is Silicosis?

Silicosis is a disease of the lungs. It is caused
by longer-term exposure to crystalline silica
dust. The dust particles become embedded
in the alveolar sacs and ducts of the lungs,
which is where the exchange between oxygen and carbon dioxide happens. Mucus and
coughing cannot dislodge the particles, so the
body reacts instead by forming a protective
layer of collagen around them, which then results in fibrosis, and leads to nodular lesions.
These inhibit the ability of the lungs to function.
hnn.bz

The correct way to shape
engineered quartz. Wet
processes eliminate the
spray ot silicon dust from
sanding and cutting
engineered quartz.

The primary symptom is shortness of breath, which will
continue to develop even after exposure to silica dust has
been eliminated. Other symptoms including persistent
coughing, fatigue, loss of appetite and chest pain.
In general, the medical profession identifies four basic
types of silicosis: Chronic, which develops over a period of
more than ten years; accelerated, which develops between
five and ten years; complicated, which is standard silicosis
where the fibrosis produces scarring; and acute, where exposure of very high concentrations of silica can produce symptoms in less than a year.
Diagnosis is usually done via X-ray, which can confirm the
presence of nodules on the lungs. Computed tomography
(CT) scans can provide a more detailed analysis once the diagnosis has been made.

Treatment
There is no actual treatment for silicosis, but there are
some techniques that will lessen its impact. In general, however, it leads to a sharply reduced lifespan, with heart failure
a common cause of mortality.
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Cough suppressants, antibiotics to prevent or cure lung
infection, chest physiotherapy, and oxygen tanks can help
to ease some symptoms. Lung transplants can also work,
though these carry significant risks themselves.

The role of engineered quartz
It is thought that working with EQ can bring on accelerated silicosis, with tradies beginning to suffer from symptoms
between five and ten years after the initial exposure.
An expert in the field, Dr Ryan Hoy, who is a a respiratory
physician and senior research fellow with the Department of
Epidemiology and Preventive Medicine at Monash University, has worked to sound the alarm about silicosis in order to
alert GPs that is becoming a more common diagnosis. Speaking on a podcast, Dr Hoy stated:
[We are seeing] cases of a very severe, aggressive form of
silicosis in quite young people. Artificial stone benchtops
[contain] very high levels of silica dust … [we are seeing cases
of silicosis] after 5 years of exposure. Usually, it shows after 10
or 15 years of exposure. The severity is so great, some of these
workers have required lung transplantation.
EQ has higher levels of silica than most other forms of
stone. Sandstone and quartzite contain more than 70%, concrete and mortar up to 70%, shale around 50%, and slate up to
40%. EQ can go all the way up to 90% of silica content.
Exposure to high levels of silica dust usually occurs in the
process of dry cutting and finishing slabs of EQ. This is typically done with a standard circular saw fitted with a special
blade.
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Silicosis Australian epidemiology
In looking at recent action on silicosis, it is best to start
with testimony given by external experts at the NSW’s Parliament’s “First Review of the Dust Diseases and Lifetime Care
and Support Schemes”, conducted by the Standing Committee on Law and Justice. Evidence was delivered on 28 June
2017. While the main concern of the Committee was an expansion of the types of lung disease in workers which deserved
compensation, this also involved describing in greater detail
the increase of silicosis due to work with EQ.
The two major contributors to this discussion were:
• Susan Miles, Respiratory and Sleep Physician, NSW Occupational and Environmental Lung Disease Special Interest
Group, Thoracic Society of Australia and New Zealand; and
• Anthony Johnson, Respiratory and Sleep Physician, NSW
Occupational and Environmental Lung Disease Special
Interest Group, Thoracic Society of Australia and New
Zealand
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Dr Miles, in describing the prevalence of the disease, pointed to some gaps between the reporting of the disease and
feeding this information back to preventative agencies:
In terms of prevention of occupational lung disease, the Dust
Diseases Authority deals with compensation; it does not
contribute to the prevention of dust diseases, nor feedback its
findings to existing prevention processes. This seems to be a
missed opportunity for prevention. Recently there have been
several cases of silicosis diagnosed in New South Wales from
the engineered stone products industry—that is, the manufacture of Caesarstone—which have arisen despite existing
legislation. One of these patients is currently awaiting a lung
transplant.
Subsequently, the Chair of the Committee asked:
You have said there is not a role for the Dust Diseases Authority to provide educational awareness to inform the public
or workforce that there is exposure being picked up. That is
the first I have heard about the engineered, man-made stone
products with a silica problem. Is the industry being informed
in order to improve the work conditions and stop exposure?
This gave rise to the following discussion:
Dr Johnson: It is a huge problem. I am aware of five or six cases in the
last 12 months in New South Wales.
Committee: Of silicosis?
Dr Johnson: Silicosis from the manufactured stone industry. It is a
huge problem.
Committee: This is bench tops?
Dr Johnson: Yes.
Committee: Is it pots and paving?
Dr Johnson: No, it is Caesarstone manufacturers. A lot of them are
small-scale places and when you talk to the people the dust suppression is non-existent or inadequate.

(We should note that by “Caesarstone” is meant all forms of
EQ.)
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Responsibility and prevention
In some recent cases, legal representation for sufferers
of silicosis brought on by exposure to silica dust resulting
from the production of EQ has sought to lay all or part of the
blame on the manufacturers of EQ, such as Caesarstone.
For example, 39 year-old Australian stonemason Karl
Bartosek of KNS Marble, Queensland, is suing ten engineered
quartz distributors for diseases he says he contracted from
dry cutting quartz for worktops.
However, in other cases, legal representation sees responsibility as resting clearly with the masonry companies that cut
and fit EQ. In an article published on news.com.au, Theodora
Ahilas, national practice leader and principal of the asbestos and dust diseases department at the legal firm Maurice
Blackburn, noted that the nature of clients presenting with
forms of silicosis had changed. She said her clients now were
“people between 40 and 50 years of age who have been working hard doing renovation type work or commercial work.
Building kitchens, bathrooms … or wherever the man-made
stone is used.”
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One of her clients profiled in the article, Cameron Harper,
who is only 27 years old, but already suffering from silicosis,
is very clear where he sees the responsibility resting:
When I changed companies in 2015, there [was] a lack of
care. I was there for a year, and I didn’t have the proper PPE
[personal protective equipment], so I got acute silicosis from
extremely large levels of dust exposure.
Dr Hoy, who is also quoted in this article, agrees.
All occupational lung diseases are preventable by eliminating
the cause at the workplace. Employers need to ensure that
all possible measures are in place to minimise dust exposure
when cutting and grinding artificial stone.
He notes that these measures need to be comprehensive.
“Use of face masks alone is not sufficient to protect workers.”

Protections required
Australia’s WorkSafe standards currently mandate a maximum exposure to silica dust of 100 micrograms per cubic
metre of air. This is similar to the previous standard in the
US, but as of September 2017 this standard is now 50 micrograms per cubic metre of air, in most cases. The levels need
to be monitored if there is more than 25 micrograms of silica
dust per cubic metre.
That change in regulation has seen many power tool companies, such as Milwaukee, DeWalt and Hilti, offer increased
dust extraction measures for working with silica, including
“shrouds” that fit over tools such as power drills.
The single most essential safety measure that all professionals working with EQ must take is to simply never use dry
cutting of slabs. Cutting should always be wet, as this dra-
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matically reduces exposure to silica dust.
This and other measures are laid out in a helpful document
from WorkSafe, entitled “Stonemasons – preventing crystalline silica exposure”. The measures it suggests are as follows:

What is a solution to the problem?
The risk to health associated with exposure to crystalline
silica can be eliminated or reduced by:
• using wet methods (including tools with water suppression)
• where wet methods aren’t practicable, using local exhaust
ventilation (LEV) (eg a booth, extraction hood or tools fitted with extraction)
• undertaking work as close as possible to the extraction
point and using a turntable or bench with wheels so that
the operator can rotate the work piece and direct the dust
towards the extraction point
• using a portable HEPA filtered (Dust Class H) vacuum
cleaner (positioned next to where the dust is generated) for
dusty off site installation work
• pre-cutting materials to minimise dust during off-site
installation work
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• where wet methods and LEV aren’t practical, using respirators ( fitted with at least a P1 filter)

Controlling exposure during clean up
• use a HEPA filtered (Dust Class H) vacuum cleaner or
wet methods to clean dusty floors or surfaces. Do not dry
sweep or use compressed air.
• vacuum dusty work clothes before leaving the work area
or dust them off by hand next to the extraction system
while wearing a respirator
• launder dusty work clothes at the workplace to avoid taking them home. If using a commercial laundry, dampen the
clothes and place them in a sealed, labelled plastic bag and
inform the laundry that the clothes are contaminated with
crystalline silica.
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usa update
Ace Hardware sales
up 9% in Q3
in this
update:
•start
Menards
text to deveop robots for its
new warehouse
• True Value
increases retail
sales
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• Lowe’s results
boosted by hurricanes

• Home Depot’s
growth is not
coming from
building bricksand-mortar stores
• Ace experiences
sales gains in its
third quarter

In a third quarter
highlighted by its
acquisition of The
Grommet, Ace Hardware benefited from
a strong comparable
store sales increase.
Comparable store
sales advanced 7.1%
in the quarter year
over year, as reported
by the approximately
3,000 Ace retailers who
share daily financial
data. The comps gain is
the result of a 4.3% increase in average ticket
and a 2.7% increase in
same-store transactions. John Venhuizen,
Ace president and CEO,
said:
A retail same-store
sales increase of 7.1%
was the predominant
fuel behind our strong
9.1% overall sales
increase and record
setting third quarter
revenue.
Third quarter net
revenues were USD1.34
billion versus USD1.23
billion in the year-previous period. Wholesale revenues coming
in at USD1.28 billion
versus USD1.17 billion
and retail revenues
coming in at USD65.5
million versus USD59.9
million in the fiscal
year earlier.
For the third quarter
ended September 30,
Ace Hardware posted

net income of USD53.8
million versus USD50.2
million in the period
the year before.
In the third quarter,
the company acquired
a majority stake in The
Grommet, an e-commerce operator that
sells new and innovative products created
by independent entrepreneurs.

Ace Hardware also
added 43 new domestic stores in the third
quarter of 2017 and
cancelled 34 stores.
This brought the company’s total US store
count to 4,366 at the
end of the third quarter of 2017, an increase
of 31 stores from the
third quarter of 2016.
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On a worldwide basis,
it added 57 stores in
the third quarter of
2017 and cancelled 34,
bringing the global
store count to 5,047 at
the end of the third
quarter of 2017.
goo.gl/XXfnPB

usa
update

Home Depot grows
without adding stores
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Home Depot has
turned to efficiency and strategy for
growth. Retail losses
and store closures are
a logical response to
many years of building
too many malls and
retail outlets, according to chief financial
officer Carol B. Tome,
who stated, “Retail is
over-stored.”
In the mid-1990s,
there were 75,000
households in the US
for every large home
improvement store,
compared to about
30,000 households for
every store now as the
number of stores increased faster than the
population, she said.
The home improvement chain — which
expanded dramatically
for several decades
after its founding in
the late 1970s — has
nearly 2,300 stores. At
one point before the
recession of 2007-09,
Home Depot was
averaging a new store
every 36 hours. Ms
Tome told The Atlanta
Journal-Constitution:
We will open one
more store this quarter.
We have enough stores.
The company’s latest
earnings report easily
exceeded analyst expectations. For its third
quarter, the company
reported:
• revenues of

USD25.03 billion, 8%
higher than a year
ago
• net income of
USD2.17 billion, 10%
above last year
• an increase of 7.9%
in same-store sales
compared to last
year
Prospects are rosy,
company officials said,
predicting sales during
the current fiscal year
will come in 6.3% higher than a year ago.
To build a bigger business without building
stores means becoming
more efficient with
both the online and
physical world of business, Ms Tome said.
The web site is becoming the front door of
our stores. It is really
an interconnected
experience.
More than 40% of
online orders, for example, are picked up in
a store, she said.
At the same time,
Home Depot has been
managing inventory
better – trimming the
time that items are
being unproductively
held, getting items to
the stores quickly and
selling them faster.
Generally, the more
rapid the “inventory
turn,” the better for
the business, she said.
“Really, it’s a measure
of health.”
Home Depot emerged

from the recent hurricane season with both
increased revenues and
higher costs. The chain
had to temporarily
close 236 stores in the
path of one storm or
another, but has also
sold more storm-related materials. The
result was USD282
million more in sales
and USD104 million
more in expenses.
With storm-related
higher costs mostly in
the rear-view mirror,
Home Depot expects
to see a surge of sales
during the holiday season, Ms Tome said.
Appliances do well
during the season,
but also lights, decorations and various
hardware-flavoured

gifts. The company
sells about four million
Christmas trees. Ms
Tome said:
We sell more Christmas trees than anyone
on the planet.

customers. We will
accelerate our investments, while continuing to focus on delivering the value our
shareholders expect
from The Home Depot.
The company also
Reinvestment
set fiscal 2020 financial
targets that include
Home Depot has
growing its annual
authorised a USD15 bil- sales from USD114.7 billion share repurchase lion to USD119.8 billion,
program and said it
and a compounded anplans to invest in its
nual sales growth rate
stores, staff, supply
from the end of fiscal
chain and delivery
2017 ranging from 4.5%
capabilities. Craig Me- to 6%. It set annual
near, chairman, CEO
capital spending at
and president, said:
approximately 2.5% of
The retail landscape
sales.
is changing at unprecgoo.gl/VsDPBq
edented rates and we
goo.gl/mWJvZt
plan to invest for the
future to address the
evolving needs of our
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Hurricane lifts Lowe’s growth

87

Lowe’s Companies
has reported better-than-expected
earnings for the third
quarter, a period when
hurricanes Irma and
Harvey battered parts
of the coastal US and
drove up demand for
emergency supplies.
Heavier store traffic
and lower costs are
also providing a tailwind for Lowe’s.
CEO Robert Niblock
told the Charlotte Observer that staffing efforts made to improve
shoppers’ experience
in stores has helped
to boost in-store sales.
Specifically, Lowe’s has
increased the hours
of some workers on
weekends and peak
traffic times during
weekdays.
Lowe’s said that for
the quarter, same-store
sales increased 5.7%. It
said the rise was “above
the company average,”
but iwas still slower
than the 7.9% increase
Home Depot reported
for the same quarter.
Mr Niblock said:
We’ve seen great
improvement in our
comps as we’ve progressed through the
year. Now what we’re
focused on is how we
optimise those hours to
best capitalise on traffic trends in the store.
Lowe’s reported
a profit of USD872
million, up from
USD379 million a year
prior, which included USD462 million

Lowe’s is expanding its in-store smart home concept known as “SmartSpot”
in non-cash pre-tax
should push sales in
gadgets before they
charges. Excluding
the fourth quarter
buy.
certain items, earnings slightly higher, the
Produced in collabwere USD1.05 a share, company said.
oration with softabove the consensus
In a statement, Mr
ware-powered retailer
estimate of USD1.02 a
Niblock also said that b8ta, SmartSpot seeks
share from analysts
the quarter’s results
to demystify and simsurveyed by Zacks
were bolstered by
plify the purchasing
Investment Research. improved offerings for process for customers
Bolstered by
pro customers, such as by eliminating some of
above-average sales of contractors, who tend their anxieties about
items such as applianc- to spend more than the choosing smart home
es and timber, revenue average do-it-yourself products given the vast
for the quarter rose
customer.
number of options curto USD16.77 billion, up
rently on the market.
from USD15.74 billion a Smart home store
The stylised exyear ago and above the
perience offers a
Wall Street estimate of
Lowe’s is also expand- streamlined approach
USD16.57 billion.
ing its in-store smart
to retail where cusLowe’s said sales
home concept known tomers can explore a
for hurricane-relatas “SmartSpot” to 70 lo- curated collection of
ed purchases were
cations across the US, innovative products.
approximately USD200 which gives customers In addition, consumers
million. Rebuilding
the chance to try out
gain in-depth product
efforts from the storms high-end smart home knowledge through
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digital displays and onsite experts trained on
smart home products.
Central to the
SmartSpot experience
is that it focuses on
presenting wholehome solutions, showing customers how
products could potentially work together,
from security and
energy maintenance to
entertainment applications. SmartSpot features several of Lowe’s
Iris products as well as
over 40 of the newest
tech products from
vendors like Amazon,
Lutron, Nest and Ring.
goo.gl/BPT892
goo.gl/z3gu3v

usa
update
Retail sales up for True Value in Q3
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True Value Company reported
that retail comparable store
sales were up 3.3% for the third
quarter. The hardware cooperative’s Destination True Value
retail formats also posted retail
comparable sales growth of
4.2%.
Gross billings of USD492.2
million and revenue of
USD364.4 million in the quarter
is up 0.3%, relatively flat to the
same period last year.
True Value achieved increases in eight of its nine product
categories, led by hardware,
timber and building materials
followed by hand and power
tools, farm and ranch, auto and
pet, and seasonal. President
and CEO, John Hartmann, said:
We are very pleased to see
these overall results … and this
reinforces the improved sales
seen by retailers that have im-

plemented relevant remodels.
The international segment
continues to experience strong
growth with warehouse sales
up approximately 12% in the
quarter, with paint sales driving a significant portion of the
growth. Mr Hartmann said:
With landfall of three major
hurricanes in the quarter, I
would like to thank our associates and suppliers for their
round-the-clock collaboration
ensuring our retailers had what
they needed to prepare and
then quickly begin recovering
from these devastating storms.
Our retailers demonstrated
that during challenging times,
and always, they are there to
support the communities they
serve.
https://goo.gl/hwXTsQ

2017 3RD QUARTER
PERFORMANCE
FINANCIAL HIGHLIGHTS

4.2% +3.3% $492.2 $364.4
+DTV
Gross Billings
Revenue
Retail
Comp

Retail Comp
Store Sales

much faster.
Retail has become an
increasingly competitive
business, he wrote, calling
it a “fight for survival.” He
added:
Online companies like
Amazon and others would
love nothing more than
to run Menards out of
business.
The robotic warehouse
allows the company not
only to speed delivery time
but also cut costs and keep
prices low. At this stage
plans for construction are
still seeking approvals.
One of the first approvals
sought for the building
project will be to Eau
Claire County’s Board of
Land Use Appeals. It needs
to consider a variance for
the building’s height.

$9

Net Margin
in Millions

(YTD 19.8 Million)

RETAIL SALES: TOP-PERFORMING PRODUCT CATEGORIES

Hardware, Lumber
& Building

Hand &
Power Tools

ENGAGEMENT

3,000

20,000

30,000

300
to 151

Generators

Cases of
Bottled Water

Farm & Ranch,
Auto & Pet

GROWTH

HURRICANE SUPPORT
5-Gal. Gas Cans

Emergency
Deliveries
Unique
Retailers

Seasonal

EFFICIENCY

INTERNATIONAL GROWTH
Warehouse Sales
Up

18% YTD

Warehouse Sales
Up

12% QTR

“With landfall of three major hurricanes in the quarter, I would like to thank our associates and
suppliers for their round-the-clock collaboration ensuring our retailers had what they needed to
prepare and then quickly begin recovering from these devastating storms,” said John Hartmann,
President and CEO. “Our retailers demonstrated that during challenging times—and always—they
are there to support the communities they serve.”

©2017 True Value® Company. All rights reserved. TV-CC-13652 Q3 Infographics

Robots for Menards warehouse
Home improvement
centre group, Menards said
its newest warehouse will
be run by machines. This
is part of its plan to keep
up with retail innovations
that get products into
customers’ hands faster
than ever.
The retailer has
filed plans to build a
121,700-square-foot warehouse with a 60-foot-tall
automated system that
will organise merchandise and process orders.
Jeff Abbott, spokesman
for Menards, said in an
emailed statement to the
Leader Telegram:
To be more competitive,
we are adding a huge
machine enclosed in a steel
skin that will help us get
products to our customers

in Millions

in Millions

Zoning laws for the
industrial district where
Menards is located in
the town of Union sets a
height limit for buildings
close to property lines.
In the case of the robotic
warehouse, it’s about 23
feet taller than the limit.
However, county code
does include a procedure
for a variance to exceed
those height limits.
Menards has gotten a
letter of support for the
project from Eau Claire
Cooperative, the owner of
land directly north of the
proposed warehouse.
goo.gl/fvseLC
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europe update
Kingfisher Q3 results
in this
update:
•start
BUKItext
store rollout
continues
• Slight decline in
like-for-like sales
in Kingfisher’s
third quarter
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European and UK
big-box home improvement retail company
Kingfisher has released
results for its FY2017/18
third quarter. Viewed
on a year-to-date (YTD)
basis, the company reports overall revenues
of GBP9051 million, a
decline of 0.8% based
on constant currency
calculations, and a lift
of 4.0% when exchange
rates are considered, as
compared to the same
YTD figures from one
year ago. In a like-forlike (LFL) basis, constant currency sales
revenue fell by 1.0%.
Kingfisher’s third
quarter itself, as compared to the previous
corresponding period
(pcp), which was third
quarter FY2016/17,
hit GBP3043 million,
which was a lift of 0.3%
in constant currency,
and 3.0% up when
exchange rates are con-

sidered (bolstered by
the continuing decline
of the GBP in relation
to the EUR). On a LFL
comparison over the
pcp, constant currency
sales revenue fell by
0.5%.
Overall sales for B&Q
in the UK and Ireland
were GBP875 million, a
fall of 2.8%, while on a
LFL basis in constant
currency, the fall was
1.9%. Screwfix continues to surge ahead hitting GBP399 million in
revue, up by 16.6%, and
up 10.2% on a LFL basis
in constant currency.
The result for the two
combined was up 2.5%,
or 1.5% on a LFL basis
in constant currency.
Sales in France, second in size to the UK
and Ireland, came in
at GBP1153 million, an
increase of 0.4%. Castorama showed some
improvement, while
Brico Depot continued

to fall.
Poland turned in a
good performance,
hitting GBP379 million
in revenue, an increase
of 11.9% on the pcp.
In constant currency
terms, the increase was
around 6.0%.
In the press release
accompanying the
results announcement,
the CEO of Kingfisher,
V√©ronique Laury, was
quoted as saying:
Q3 has followed a
similar course to the
first half. We have
seen strong growth at
Screwfix and Poland
offset by continued

weak sales in France,
alongside some business disruption from
our ONE Kingfisher
plan, principally reflecting product availability and clearance.
We continue to act on
the causes of this disruption, which we are
confident will ease.
We remain on track
to deliver our full year
strategic milestones,
for the second year in
a row. With plans in
place to support our
overall performance,
we remain comfortable
with full year profit
expectations.

On 14 December 2017,
Bunnings UK and
Ireland (BUKI) opened
a new warehouse store
in the South Yorkshire
town of Rotherham,
which has a population
of around 260,000.
Located about a 20
minute drive from
Sheffield, the town is
much more culturally

diverse than the surrounding district.
BUKI helped introduce the store to the
community through
charitable works,
which included redecorating two bedrooms
at Rotherham Hospice for families and
installing shelving at
Shiloh Rotherham, a

drop-in centre for the
homeless.
Bunnings is also
about to open a
smaller format store
in Bicester, which is located in north-eastern
Oxfordshire, and equal
distance between Birmingham and London.
Plans have been afoot
since 2014 to make the

area into a “garden
city”, housing commuters that work in
London. An estimated
13,000 new homes may
be built.
This new format
store will be around a
third of the size of BUKI’s largest warehouse
in the UK so far.

New ranges in Kingfisher stores get higher ratings.

BUKI expands UK store network by two more
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news
Pro9 Global pre-fab
modular walls launch
in this
update:
•start
Pro9text
Global is
developing modular, pre-fab systems for building
construction
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• Pro9 Walls offer a
replacement for
standard studbased construction
• The wall units
can be custom-designed for
each building
• The walls offer
a high level of
insulation

There is little doubt
that pre-fabricated
building will become
more common over the
next decade or so in
Australia. One company that is getting a
jump-start on that part
of the industry is the
West Australian-based
Pro9 Global.
The idea is to create
a modular wall system
that can replace the
standard stud-type
load-bearing wall. Pro9
Global’s Structural
Wall System (SWS) is
multi-storey load bearing, without the need
for columns or beams.
There are three key
components to the system: the steel framing,
on the external surface
a Pro9 ProBoard
(magnesium sulphate
cement board) and
polyurethane. The
polyurethane is used
to fill the steel frame
and the outer layer
of the ProBoard. The
plastic is hot injected
under high pressure
to create a relatively
lightweight, but strong
wall. An added bonus is
that it has high energy
saving properties.
According to the
company’s managing
direct, Daniel Jukic, the
big advantage of the
system is that home
builders can have

custom walls built for
them. That means that
there is no need for
the house design to be
limited by the size and
shape of the pre-fab
panels used to construct it.
The big advantage
of Pro9 walls is how
fast they can be put
up. Pro9 walls, along
with double glazed
windows are usually
in up within two days
for a standard home.
That compares to
up to four weeks for
non-pre-fab materials.
This contributes to
cost savings, with the
company estimating
using Pro9 walls will
save at least 20% of the
build cost using more
conventional materials
and assembly.
The product has
undergone life-cycle
testing by the University of Stuttgart in Germany. The university’s

Materials Testing Institute conducted a 50
heat-rain cycle test and
found the wall system
exhibited no cracks,
delamination, deformation or bending.
The company has to
be doing something
right. It recently signed
a deal to supply $20
million for residential
apartment towers in
Croatia, which will
make use of another
product it makes, a
thermally insulated
facade.
Meanwhile, Pro9 is
all set to receive the
first shipment of its
wall system, which
are being built at a
manufacturing facility
in Bosnia. According to
Mr Jukic, the company
chose Eastern Europe
because it combined
lower costs with higher
quality product than
would likely be sourced
from China and other
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Asian nations.
In fact, Pro9’s manufacturing facility
in Bosnia has been
awarded ISO 9001:2015
certification, which
means it has passed
stringent tests for
quality of production.
Mr Jukic plans to
open a factory in
Australia as well, when
this is feasible.
Australians will soon
be able to see first
hand how well the
product performs. Construction is starting
on a house in Adelaide,
and another project
will commence in
Perth in January 2018.
According to the company’s chief operating
officer, Matt Dragun,
Pro9 wants to establish
relationships with existing project builders,
and to establish a distribution network.
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DIGiTAL
167,000

43,000

72,000

75,000

Digital is like the Ocean: it connects to everything.
What makes HI News unique is that we know what our readers like. We know,
because we analyse the downloads every week.
That’s also why we can guarantee our advertisers the sort of audience they
need. We can put an exact number on engagement.
And, because our costs are so much lower, so are our ad prices. As low as just
20% of equivalent print prices.
Come on in. The surf’s fine.

HNN. The home improvement industry digital experts.
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Contact Betty Tanddo
betty@hnn.bz or
0411 431 832

NEW PRODUCTS
Imex Laser’s MR240 machine control receiver has a
240° pick-up. It can be used as a standalone detector on
a staff, or as a machine control receiver on construction
machinery. It has proved effective on excavators, skid steer
loaders and small graders. Great for maximum site-setout
efficiency. It features a fine 5mm and course 12.5mm setting. It makes use of a 135mm pick-up board. The MR240
and uses ultra strong magnets, and hyper-bright lights. It
is built tough and rugged, ready for use on any construction site.

The CK Tools Stubby Screwdriver
range has been named one of the best
products of 2017 by the readers of Professional Electrician & Installer magazine.
The C.K Stubby VDE Slim Screwdrivers
feature a shorter length, making them
ideal for use in confined spaces.
Premium quality, chrome vanadium
steel blades provide strength and durability while the slim shaft allows access to
recessed screws and fixings. Anti-roll flats
prevent the screwdriver from rolling off
sloping surfaces.
Manufactured in Germany, the C.K Stubby VDE Slim Screwdrivers are available
in four key tip types, the essential PZ2,
Slotted sizes 4.0mm and 5.5mm and
Modulo (+/-) 2, with tip type markings for
easy identification.

Fiskars PowerGear™ Aviation Snips
are ideal for cutting assorted heavy-duty
materials such as sheet metal, metal
studs, siding and gutters. PowerGear technology from Fiskars’ gardening tools has
been added to the design, which means
the users hands will remain steadier while
cutting, increasing the accuracy of cuts.
The micro-serrated blade edge means
sheet metal is better gripped in the cutting area, creating increased control of the
cutting edge without damaging materials.
Forged and heat treated steel construction from blade to handle improves the
strength and power by 40%, while the
extended blade tang increases cutting
leverage and strength of the design.
The Aviation Snips are available in 5
standard declinations.
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Porter-Cable has expanded its 20V Max
System with the introduction of the 20V
Max Charging Storage Bag. The 20V
Max Charging Storage Bag is the first
product in the Porter-Cable line to offer
charging capabilities in a stand-alone
storage product. While many contractors
struggle with jumbled bags of tools and
batteries, this new storage bag keeps
everything organized. The 20V Max
Charging Storage Bag not only holds
up to ten batteries, but it also features a
simultaneous dual port charger. The removable dual port charger can charge two
Porter-Cable 20V Max 1.3Ah lithium ion
batteries in 40 minutes. The storage bag
includes a USB charging feature so users
can also charge their mobile devices.

At ABSCO Industries, it is our mission to manufacture the best
outdoor storage and garden products available anywhere.
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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 manufacturing facility in Brisbane, 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 throughout Australia and
rapidly expanding
overseas markets.

reduces the time and
effort required. ABSCO Sheds assemble
up to 80% faster than
its competitors.
Most components
are marked with part
numbers which are
also clearly identified throughout the
three dimensional
drawings displayed
in the assembly
instruction booklet.
SNAPTiTE reduces
screws by 75%! It
permanently locks
all perimeter channels 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 development. Being small
and nimble allows
SNAPTiTE
ABSCO to design
Technology
products that are
ABSCO products
on trend and bring
feature the unique
them to market
patented SNAPTiTE quicker than a traditechnology. This rev- tional manufacturer.
olutionary assembly
system dramatically

For more information,
please visit our website at
www.abscosheds.com.au
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Klingspor’s new diamond wheels
Klingspor is pleased to announce the launch of its
new diamond products in Australia.

Klingspor is a German
based manufacturer of
abrasive products with
over 120 years’ experience.
The Klingspor range of
abrasives includes everything from abrasive belts
to cutting and grinding
discs, flap discs and a
complete range of other
abrasives and accessories.
In 2015, Klingspor invest-

ed in a new, state of the art
diamond wheel manufacturing plant in Europe.
The range and quality
Klingspor can now offer is
unrivalled in Australia. The
range includes;
• Segmented diamond
wheels from 100mm to
500mm in diameter
• Turbo rim diamond
wheels for general applications

• Continuous rim wheels
for tile cutting
• Cup grinding wheels for
surface grinding
• Core drills in a variety of
diameters
The diamond range
Klingspor is offering is
made from the highest
quality raw materials with
the finest manufacturing
processes. This is what
Klingspor have built their

reputation on for over a
century.
The product is well
presented in retail friendly
packaging and retail display stands are available
on request.
For more details, please
contact Klingspor: www.
klingspor.com.au

Klingspor’s proud history of product development
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1926

1950

1954

2003

After intensive research
KLINGSPOR succeeds in
developing a process for
the manufacture of waterproof abrasive paper, for
the first time in Europe.
This innovation was of
real significance for the
automobile industry as
wet grinding is an important procedure that
is made possible only
by means of waterproof
abrasive paper. This
KLINGSPOR innovation
improves the efficiency of
the automobile production worldwide.

For the first time, KLINGSPOR produces highspeed, fabric bonded
grinding discs. Due to
noticeably higher speeds,
this KLINGSPOR innovation leads to an enormous
increase in the productivity and profitability as well
as to an effective change
of the whole abrasive
cutting technology.

The KLINGSPOR abrasive mop is patented. The
idea is as simple, as it is
ingenious: Many abrasive
flaps are combined into
an abrasive mop wheel. It
adapts perfectly to each
workpiece and, thus, is
ideal for fine, flexible
surface grinding. This
KLINGSPOR innovation
enhances the possibilities
of application technology
for grinding in many
ways.

The CMT abrasive mop
disc with rapid action system as well as the WSM
abrasive mop wheel with
80 m/s approval provide
for further growth. Both
innovations are suitable
for use on standard angle
grinders. With rapid
tool change in seconds
and no tightening tool
required, the CMT is the
perfect solution for high
ease of use and significantly reduced set-up
times!

Special Advertising Section

