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Wesfarmers Strategy Day
Wesfarmers held its Strategy Day in early June 2018. The company’s MD, 
Rob Scott, said a final farewell to Bunnings UK  & Ireland, then ushered 
in a new move towards data analytics. Post the divestment of Coles, the 
company is to focus on high return investments. Bunnings MD, Michael 
Schneider, outlined areas of growth for the big-box home improvement 
retailer, with an emphasis on growing its trade business, but also improv-
ing seasonal ranging, adding services, utilising digital/internet better, 
and expanding in storage and smarthome products. Bunnings will utilise 
data sources such as its PowerPass loyalty card to drive future 
progress.

Plumbing opens the data pipe
Plumbing is set to be a big focus for the rest of 2018. Reece Group has 
acquired US company MORSCO, and HNN speculates this may have some-
thing to do with the company expanding its data analytics capability. 
Bunnings is rumoured to be introducing a new range of plumbing in the 
fourth calendar quarter. Meanwhile, Samios continues to grow, and has 
developed trade-oriented showrooms to boost its sales. Linkware Interna-
tional has developed an advanced hang-sell and window box packaging 
system, which makes it easier for DIYers to self service in-store.

Metcash FY2017/18
Metcash’s overall results were poor due 
to the need to write-down operations 
after losing significant customers in its 
food business. Hardware, led by the Inde-
pendent Hardware Group, put in a good 
performance, with a big boost in EBIT, 
leading the company’s liquor division, 
despite the latter’s high level of sales. 
Continued growth of Sapphire 
program stores is expected.

Time to invest
While Australia’s economy promises 
higher levels of growth in the coming fi-
nancial year, wages growth and business 
investment continue to lag. The latter, 
HNN suggests, could be in large part due 
to the fear that digital disruption will 
render investment less useful. None-
theless, with data analytics gearing up 
at Wesfarmers and elsewhere, 
now is the time to invest.
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People: Steve Fatileh
Steve Fatileh, group buying manager for the Hardware 
& Building Traders (HBT), is sometimes referred to as 
“Mr H” for all the hard work he has put into the buying 
group’s H branded stores. Steve tells us the story of 
how H evolved from being just a store design choice, 
into a way to better bond store owners with key suppli-
ers, to the benefit of both.
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Stats: Houzz surveys
Online home design social site Houzz offers some 
insights into what Australians are doing with 
renovations in a series of surveys of both consumers 
and industry professionals. Things are looking up for 
the professions. Design trends remain fairly stable, 
though showers continue to expand as a category in 
bathrooms.
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Data analytics has the potential to change 
the home improvement industry as much 
as advanced logistics did in the early 2000s. 
If independent hardware retailers are 
going to cope with this change better than 
they did the last one, and retain reasonable 
marketshare, they need to start acting 
soon. One place to start is by looking at 
supplier relations not through the prism 
of price, but by taking account of value 
delivered.
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It’s unusual to find that, as an issue of HI News 
develops, most of the feature articles seem to be 
pointing in the same direction — but that is ex-
actly what did occur with this current issue. We 
didn’t begin with an overall theme in mind, but 
that is what we ended up with. 

Wesfarmers’ closing of its Bunnings UK and Ireland operations 
(BUKI), and its move to invest heavily in data analytics, as revealed 
in our coverage of the company’s June Strategy Day Briefing, is 
likely to end up as one of the landmarks in retail industry develop-
ment. 

Our research into the acquisition by Australia’s favourite 
high-quality bathroom and plumbing company, Reece Group, of 
the US company MORSCO, turned up something curious and 
interesting: could Reece have bought MORSCO in part to boost its 
own data analytics capacity? We can only speculate about this, of 
course, as Reece is well-known for running its operations in secre-
cy. We’ll have to wait another two or three years to know if we’ve 
guessed correctly, but it is the sort of well thought-out, well-ex-
ecuted strategy that we’ve come to expect from Reece over the 
years.

It seemed to be sheerest coincidence that we had already begun 
to write a strategic article on business investment in retail for this 
issue as well. Our economic analysis is that one reason investment 
has remained at historically low levels of growth is due to un-
certainty over whether (or even just when) retail will be digitally 
disrupted.

Reflecting on all these coincidences, we really do have to wonder 
if retail, and particularly home improvement retail, might have 
reached an inflection point during 2018, and that we might expect 
to see more investment in technology emerge during FY2018/19. 
Our fear, which is echoed by some speeches by the leaders of the 
Reserve Bank of Australia, is that this kind of investment will end 
up advantaging larger companies over smaller ones. 

We saw that happen with investment in logistics during the 
early 2000s, and this led directly to the dominance of Bunnings in 
the Australian market. While at that time it was the ability of Wes-
farmers to deploy large amounts of capital that contributed to its 
rapid growth in marketshare, technology is really as much about 
culture as it is capital. That means smaller companies can play on 
near equal terms with larger companies, if they are smart about 
what they do.

comment
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The question looming over the independent hardware retail in-
dustry is whether they can become smart about these things. One 
major shift that needs to happen, HNN believes, is for retailers to 
shift their thinking about supplier relationships from direct cost 
benefits, to total value obtained. Suppliers could move into the po-
sition of providing equivalent data analytics to the independents, 
if retailers could develop a data format — and the willingness — to 
share more customer data with suppliers.

The thing is, while the full effect of what data analytics will 
bring will take three years to be fully understood, independents re-
ally need to start acting now. Otherwise, with Bunnings now likely 
to increase its annual take of the trade market by $1 billion within 
three years, there are going to be a lot more independent hardware 
store failures, and a general decline in the value of some long-held 
ventures.

210,000 DOWNLOADS!
THANKS, EVERYONE!
We have the best readers, thanks so much for 

your support!
Special thanks also to all our sponsors, and 

especially to Klingspor, Cowdroy, Simmonds 
Lumber, Sheffield and Ox Group for their  
ongoing support of HNN. 
And, of course, to our major sponsor, HBT, for 

working with us for the past four years.

For advertising enquiries, please contact Betty Tanddo 

on 0411 431 832, or email her at betty@hnn.bz
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HNN. The home improvement industry digital experts.

DIGiTAL
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.
 Contact Betty Tanddo 

betty@hnn.bz or  
0411 431 832

167,000 72,000 75,000 73,000 103,000

http://hnn.bz/
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name:
• Steve Fatileh

company:
• Hardware & 

Building Traders

role:
• Group buying 

manager

online:
• hbt.net.au

location:
• Melbourne, VIC

Steve Fatileh has become 
very much “Mr H”, when 
it comes to his work with 
Hardware and Building 
Traders (HBT) as a group 
buying manager. 

While he has been responsi-
ble for securing a wide range 
of suppliers for the overall 
buying group, there’s no secret 
to the fact that he has helped 
to nurture the group’s once 
static H brand from just 13 
stores, to 28 active stores, with 
another 14 in various stages of 
transition. 

In the 12 months to June 2018 
alone, eight stores completed 
the changeover. 

In an industry that has a 
pressing need for innovation 
and innovators, Steve has 
helped to shape the begin-
nings of a brand presence for 
an independent buying group.

Beginnings

Steve had a slight premonition even be-
fore he officially started working for HBT back 
in early 2015 that the H part of the business 
might attract his interest. 

At the second meeting he had with the Aus-
tralia-wide buying group, the subject of the 
group’s H Hardware branded stores had come 
up. Speaking to the HBT managers and senior 
members of the group who were interviewing 
him, Steve started asking questions. 

He first asked what HBT was currently doing 
with the H stores. The answer was, at that time, 
very little. The 13 H Hardware stores signed up 
were the same 13 that had signed on five years 
before.

Steve followed up by asking what the ad-
vantages were for members who signed up 
for the H branding. The answer was that, well, 
the stores certainly looked good, with strong 
colours and a workable design. But at the time, 
in terms of anything material beyond their 
appearance, H stores did not get any extras.

Afterwards, walking away from a meeting that 
had ranged over many topics, Steve found his 
thoughts returning to the H stores. He thought 
that, if he accepted this role with HBT, he might 
consider seeing what he could do with H. 

It was a modest ambition. He had no idea that 
it would soon become, in less than a year, some-
thing of a driving obsession for him.

Steve Fatileh, HBT

Steve Fatileh, left, alongside Chris Moorfoot, owner of H Hardware, 
Yarra Junction, attending an HBT executive meeting in 2018.

http://hnn.bz/
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First steps

With a strong background as a category man-
ager for Clark Rubber, which is a strict franchise 
operation, it took Steve a little while at first to 
acclimatise himself to a buying group that was 
made up of a collection of opinionated, widely 
varying individuals, who were free to sign on to 
deals if that suited them, or go their own way if 
it did not. While he respected that attitude, he 
was also aware that there were gains to be made 
if like minds could get together.

What triggered my interest in the H brand 
straight away is that part of my role is to benefit 
the stores and see what I can do for them. I 
thought immediately that if we have some com-
monality between some stores, there would be 
more we could do for them as a collective group.

Part of what reinforced that thinking was his 
first exposure to the H Hardware stores that 
were then operating.

The first HBT store I went to was Cameron’s H 
Hardware store [in Bateman’s Bay, NSW]. Like 
anything, the first impression you get lasts with 

The history of the Yarra Junction store in four pictures. Top, 
the store as it was around 1943. Middle top, a painting of 
the store before Chris Moorfoot bought it, kitted out as a 
Thrifty-Link, and, dating from between 2002 and 2005. 
Middle bottom, the store as it was in 2015, under Mr 
Moorfoot’s ownership. Bottom, the store transformed by 
H Hardware branding in mid-2017. The store has seen its 
sales performance considerably enhanced by its move to H 
Hardware branding.

http://hnn.bz/
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you the longest. So that became the 
sort of benchmark for me. I went 
and saw one of our best stores 
straight off. Later, I saw other 
stores, which were good, but didn’t 
quite reach that level of excellence. 
So in my mind there was the ques-
tion: Why couldn’t all our stores be 
more like the very best stores? 

Steve still remembers that first 
encounter with Cameron’s.

There was a professional feel to 
the store straight away. The work-
ers were all in uniform. There was 
good signage, and there was good 
direction, if you wanted to look 
for something. Everything was 
clearly marked with signs. Each 
product had its own area, and each 
category had its own area, and it 
was all well-planned. The people 
that I spoke to, the staff, were well 
informed about the products. So, 
yeah, straight away you got that 
sense of professionals. So that 
would that would probably be the 
store that captivated me at the 
beginning. 

If he wanted to work on H Hard-
ware, the first thing Steve had to 
do was to get management buy-in. 
Fortunately, the group manager 
at the time, the late Tim Starkey, 
was known for his encouraging 
management style. 

There was certainly a plan behind 
H Hardware in those early days, 
and it was my own plan, one that I 
put forward. The first thing I had 
to do was to convince Tim it would 
be worth it, as a lot of my time 
would go into building the brand. 
Tim was the kind of manager who 
backed you. He just said something 
along the lines of: “Yeah see how 
you go. If you think that’s the way 
to do it, see how you go doing it 
your way.” And, you know, if you 
succeed, well done, if you fail — 
well, they’ll come and talk to you!

Steve started out first with 
research, getting some numbers 
to back up what his intuition was 
telling him about the status of the 
brand, and its potential for the 

future. That led him to develop 
two key questions that would end 
up determining the future of the 
H brand stores. In the end, it all 
came down to a matter of costs 
and benefits. 

The first question was “Why?” 
Why would anyone want to go 
through the transition to an H 
Hardware store? What were the 
benefits, and how would they be 
delivered?

The second question he devel-
oped was about the raw costs of 
doing the conversion, and the 
amount of time it would take up 
for retailers. The transition period 
itself would affect the business, 
then on top of that were the costs 
of the raw materials to make the 
change, the cost of installation, 
and the sheer amount of time 
required for the staff and owner to 
implement the changeover.

It was by coming up with an 
answer to the second question 
that Steve ended up solving the 
first as well. That answer came to 
Steve as a result of a “thinktank” 
session HBT held in 2016. HBT had 
yet to develop its “key suppliers”, 
but they had brought in some of 
the major suppliers to the group 
for a chat. 

We talked about H Hardware 
and one of the suppliers asked us: 
“Why aren’t you guys pushing this? 
Do you realise we will get behind 
it if you do?” I think that even the 
suppliers felt that they wanted 
another player in the market. 

Straightaway then, you know, 
it was a bit of a light bulb mo-
ment for me. I said well that can 
eliminate our cost issue with the 
conversions to H Hardware. If the 
suppliers were willing to back it up, 
let’s get them to support the stores 
and finance some of it or assist in 
contributing to the fitout cost of 
the paint, the signs, and so forth.

Of course, for that kind of deal to 
work out, there needed to be some-
thing in return for the suppliers, 
as well. Branding at the Inverell H Hardware in New South Wales.

http://hnn.bz/
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In return, if the member agrees 
to receive help with the fitout, they 
then commit to that supplier to be 
their main supplier in that catego-
ry. In most cases, that supplier is 
already dealing with that member 
and is already their predominant 
supplier. But it gives the supplier 
security, knowing they are locked 
in. 

Hardware retailers are a little 
unique in that they tend to need 
individual premises, often on a 
large piece of land, with both a 
main building and sub-buildings 
they have to maintain. Changing 
all that to a new brand is expen-
sive and difficult. The result of the 
deals with suppliers over items 
such as paint can mean that the 
new brand fitout costs even less 
than the standard capex allocated 
to the major maintenance stores 
do every four to six years.

As a natural consequence of 
these arrangements, Steve worked 
out what the special benefits 
would be for members who con-
verted to H Hardware. These, too, 
would come from the suppliers, 
and help to further enhance their 
relationship with H Hardware 
stores.

Second stage: branded 
products

While these answers to the initial 
questions helped to spur the first 
stage of development of the H 
Hardware stores, Steve knew he 
had to go further still to drive the 
brand to the next stage of its de-
velopment. That next step turned 
out to be the development of “H” 
branded products, for sale through 
all HBT member stores.

The lead product Steve chose to 
work on was paint. Partly that was 
inspired by a slightly neglected 
offer that had come the way of Mr 
Starkey some time before.

The paint deal was sitting there 
for a while, because after Gavin 
[Keane] took up his position [as 

group buying manager], he took 
on ITT [Industrial & Tool Traders] 
as a pet project. Tim and Gavin 
were then really busy getting new 
members to come on board. 

Duralex long had this idea, and 
they left it with Tim, so it was sit-
ting there on the shelf. Some time 
after I came onboard Tim just said 
one day: “Hey Steve, look at this for 
us, will you?” So that was where 
the idea for a branded paint came 
from. 

We had to refine it. We also had 
to go to market as well, and see if 
other paint manufacturers were 
interested, because Duralex were 
only a smaller supplier to HBT at 
the time. They had a good reputa-
tion for the quality of what they 
did. They didn’t have that many 
accounts with us, and we were con-
cerned if they would be able to keep 
up with the supply and availability.

But we found Duralex really 
wanted to invest in HBT and 
invest in the concept of the paint 
itself. While other companies were 
interested, Duralex were willing to 
go all out on this project. It was a 
slight risk, but one we were keen to 
take. It also meant that from 2016 
to 2017, Duralex have seen their 
order numbers with HBT grow by a 
very high percentage. So, yeah, it’s 
a good story. It worked out well for 
everyone.

After the paint launched, with 
its distinctive “H” branding, HBT 
turned its attention to a range of 
other products as well. One of the 
major coups was to launch an H 
branded version of Soudal silicone 
products, along with others such 
as tape measures, paint brushes, 
and even door handles.

Managing that kind of program, 
Steve explains, is very much a mat-
ter of focusing on quality.

With all the H branded products, 
if you have a look who they are, 
they’re all reputable suppliers that 
we chose. When we go through the 
process of picking a supplier, we 
pick the product first. 

H branded products introduced in mid-2017. Top, a tape 
measure, middle, the slide that introduced the Soudal 
silicone H branded products, and bottom, the Haymes line 
of H branded timber stains.

http://hnn.bz/
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Finding quality products needs 
a quality process, so HBT came up 
with the idea of an “H” commit-
tee to help it develop this line of 
business.

After we had developed a couple 
of the products, we then formed 
the H committee. Our committee 
decides what products we should 
look at as candidates for exclusive 
H products. We invite sometimes 
three or four submissions, though 
when we start, we already a good 
sense of which suppliers would 
likely work out best. 

For the most part, the suppliers 
that we choose must have a very 
good relationship with the HBT 
team, HBT members, and have a 
lot of accounts across the group. 
We always look for equal or better 
quality to the product they’re 
already selling to our members 
— but with a price advantage. So 
that’s kind of the selection process 
for an H product. 

Third stage: marketing

With an attractive offer for 
HBT members to move over to H 
Hardware, a deal that made the 
transition easier in terms of cost, 
and included benefits that would 
accrue to both members and 
suppliers from participating in 
the brand, Steve next turned his 
attention to the hardest challenge 
of all: marketing, and generating 
brand awareness.

Steve decided to look to an idea 
long familiar with hardware retail-
ers: the print catalogue.

The reason we did the catalogue 
was that we don’t have the financ-
ing to do something like television 
advertising. HBT is still gearing 
up to get digital channels such as 
social media working. Catalogues 
were a reasonable cost, and the 
potential for a good return.

Since doing the catalogues we’ve 
had suppliers new and old saying: 
“How do we get in there? How do 
we promote our products?” 

So I think it has benefited us by 
putting our name out there, show-
ing that we’re a player in the mar-
ket, and also it’s benefited suppliers 
who want to be involved and want 
their products in our catalogues. 

It’s a demand situation. If a sup-
plier sees their competitor in there 
and they’re not, they’re coming to 
the party by giving us better deals 
and better specials to be in the cat-
alogue. So the benefit extends even 
beyond marketing.

Keen to find other cost-effec-
tive channels, the H brand has 
launched a presence in Shop A 
Docket at targeted Woolworths 
stores as well. For example, in the 
northern Melbourne exurban 
suburb of Whittlesea, both the 
local IGA grocer and the local 
Woolworths store now promote 
Whittlesea H Hardware through 
shop-a-dockets.

A building brand

This all adds up to what has be-
come a considerable asset not just 
for HBT, but for the independent 
hardware community at large. 
Steve sees the H brand as offering 
many independents just the right 
mix of brand presence and power, 
mixed with real choice.

So there’s a bit of buoyancy now, 
there’s a bit of excitement with 
H Hardware. Especially with the 
bigger players in the market, such 
as Bunnings, if your business 
doesn’t stand for something, and 
there’s not consumer confidence 
that you’re buying well, that you 
are part of a brand or a group, then 
consumers will think that you’re 
not competitive. They won’t have 
the confidence to come to your 
store. 

Top, part of Duralex’s range of H branded paints, intro-
duced in late 2016. Bottom, front page of the H Hardware 
catalogue released in 2018.

http://hnn.bz/
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H Hardware gives you that, it gives you that 
brand, that perception that these guys are part 
of a bigger picture and that they’re going to be 
around for a few more years. Unlike an indepen-
dent with just a very local brand, such as “Bob’s 
Hardware Store”. 

And yet, as Steve points out, with H Hardware, 
the spirit of individuality that runs so strong in 
a “Bob’s Hardware Store” is kept alive.

That’s the thing with H Hardware from the 
start. There were a couple of concerns by some 
people before they joined, such as that they 
didn’t want to lose that identity. For example, 
with someone like Chris Moorfoot out at Yarra 
Junction H Hardware, he was worried about 
the store’s identity. But that is still a very unique 
store, and uniquely suited to its environment, in 
one of the real beauty spots of Victoria. These 
stores not only keep their name when they con-
vert to H Hardware, they keep that independent 
spirit. 

The thing that makes Steve the happiest, how-
ever, about the whole H Hardware enterprise, 
is that he is just now seeing the results coming 
through for full-year financials at the stores he 
has helped steer into H Hardware. And they are 
good, very good in fact.

The stores posted a significant increase. That 
released me from my biggest fear. A lot of them 
have come on because of the trust they have in 
the person behind the brand implementation, 
in me, you know. So to see that at the end that 
they are doing well and have achieved success 
through the brand — I’m just happy.

What’s next? Steve wants to hit a total of 50 
stores by the end of 2018. And unless something 
major happens to the industry, HNN is very 
sure he’s going to make his number.
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in this  
update:

• Most profes-
sionals predict in-
creased earnings 
for 2018 over 
2017.

• Kitchens are he 
most popular 
renovations, fol-
lowed by living 
rooms.

• White still dom-
inates in bath-
rooms, for walls 
and benchtops.

• Grey is the most 
popular colour 
for bathroom 
floors.

• Most renovators 
plan on increas-
ing the size of 
showers, with the 
trend stronger 
among those 
under 35 years 
old.

Online style and 
home improvement 
services guide Houzz 
provides a number of 
surveys of its members 
which indicate some 
trends in the home im-
provement and renova-
tion markets. These are 
not general surveys, as 
Houzz members trend 
towards being better 
off financially, and 
more style aware than 
the general populace, 
however they do pro-
vide a good insight into 
a more active sector.

The most recently 
released survey, “State 
Of The Industry — 
Houzz Australia” 
indicates a broadly 
positive outcome for 
home improvement 
professionals during 
2017. Some 70% of 
professionals indicated 
an increase in income 
for the year, with 53% 
saying their incomes 
went up by over 10%. 
Architects and home 
interior designers were 
the groups most likely 
to have seen increased 
revenues.

Looking ahead to 
2018, over three-quar-
ters predict increased 
revenues, and over 
one-half plan to 
increase marketing 
while taking on larger 
projects. Only 4% of 
respondents predicted 
lower income for the 
year. The main chal-
lenge most reported 
was an increase in cost 
consciousness by their 
customers, followed by 
customers with what 
they would consider 
unreasonable expec-
tations for what they 
could deliver.

The most recent 
survey from Houzz on 
renovation activity 
indicates that kitchen 
renovations are the 
most popular with 
recent home buyers, 
with 31% considering 
these projects. Bath-
rooms trail kitchens, 
with only 22% of 
recent home buyers 
pursuing these reno-
vations. Bathrooms 
are also costed lower 
than kitchens, with 
the former budgeted 

at between $10,300 and 
$13,300, and kitchens 
budgeted at between 
$22,600 and $14,600..

In terms of how these 
renovators choose 
their tradespeople, 69% 
regard good reviews 
and recommendations 
as essential, while 59% 
seek those with good 
communication and 
organisation skills.

The top functional 
requirement for bath-
rooms is that they are 
easy to clean and disin-
fect, with 65% choosing 
this priority. Over 30% 
plan on increasing the 
overall bathroom size, 
while a dominant 68% 
now plan on increasing 
shower size, with that 
trend running at 71% 
among homeowners 
aged between 25 and 
34 years old. Some 64% 
are opting for a “water-
fall” style showerhead, 
with 62% also opting 
for a handheld shower 
as well.

In toilets, the dou-
ble-flush leads the 
market, with 70% 
choosing this option. 

Benchtop-mounted 
taps are sought by 42%, 
with sink-mounted at 
35%.

In wall surface finish-
es, tiles still dominate, 
with over 80% choos-
ing that option. Tile is 
also the most popular 
for floors, with 74% 
preferring them.

For overall design, 
contemporary and 
modern designs 
account for 66% of 
the market, while 
traditional bathrooms 
are popular with only 
6%. White is by far the 
most popular colour 
for walls, cabinets and 
benchtops, while grey 
is the most popular 
colour for floors.

Nearly 70% hired a 
building specialist to 
help with their bath-
room renovation, while 
25% hired a bathroom 
renovator.

Download the most 
recent survey at:

tinyurl.com/y78p8jnp

statistics
Houzz renovation  
surveys

http://hnn.bz/
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• Macquarie fore-
cast more tradie 
customers for 
Bunnings

Tradies are projected 
to spend more money 
at Bunnings, according 
to a report from Mac-
quarie Wealth Manage-
ment sent to its clients 
earlier this year.

The report, seen by 
The Australian, includ-
ed a recent Macquarie 
survey of the mood 
of tradies pointing 
to more orders being 
placed with Bunnings. 
The Macquarie client 
note said:

We completed a 
survey of 27 trade firms 
to obtain a better sense 
of market conditions 
and perceptions 
towards Bunnings. 
Participation included 
the following trades: 
builders, carpenters, 
electricians, landscap-
ers, painters, plumbers 
and others.

The key takeaways 
from its survey was 
that conditions are 
generally stable or 
getting better, and that 
Bunnings remained 
a “preferred retailer” 
from 48% of respon-
dents. Macquarie said:

…68% of respondents 
view Bunnings posi-
tively (compared to 8% 
who view it negatively) 
and 28% expect to 
spend more at Bun-
nings over the next 
12 months. Primary 
drivers for the success 

of Bunnings were 
attributed to conve-
nience/location (36%), 
customer service (24%) 
and product range 
(24%).

The survey found 
that tradies believe 
conditions are gener-
ally stable or getting 
better, with 40% of 
respondents indicating 
their backlog is steady 
on last year and 40% 
indicating it is more 
positive. 

Bunnings continues 
to lead the hardware 
retail sector, based on 
responses in the Mac-
quarie report. It said:

Bunnings was clearly 
the preferred retailer 
for tradespeople with 
48% of responses, 
while Home Timber & 
Hardware and Mitre 10 

both received only a 4% 
preference…

Bunnings’ like-for-like 
stats are impressive. 
Supplementing this, 
the group has generally 
rolled out 10-14 stores 
per annum with a foot-
print now of 363 stores. 
While highly variable 
due to store ramp-up/
stabilisation phases, 
we estimate rollout has 
accounted for around 
30% of Bunnings EBIT 
growth over time.

Even if there is a 
sharp retreat in the 
housing market, 
caused by financial 
shocks, rising debt 
levels or a slowdown in 
new housing, Bunnings 
could take on defensive 
characteristics that 
would serve it well in 
such a downturn.

Should there be an 
external shock, we con-
tend Bunnings should 
be reasonably defen-
sive as consumers are 
likely to cut back on 
more disposable spend-
ing and continue to 
spend money on their 
primary asset (their 
home) as evidenced 
by Bunnings’ strong 
performance during 
the GFC

https://goo.gl/
TVmgb6

More tradies to buy 
from Bunnings?

continues next page

Tradies are projected to spend more money at Bunnings, according to a report from 
Macquarie Wealth Management

http://hnn.bz/
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Queensland will have 
a bigger Bunnings 
presence; the Port 
Macquarie (NSW) store 
is on track to open 
in early 2019; South 
Nowra (NSW) is set 
to get a $27.8 million 
Bunnings complex; and 
a revamped Bunnings 
Fyshwick in the ACT 
will focus on trades 
and have a smaller 
retail offering.

Queensland

Bunnings is investing 
more than $636 million 
in existing stores and 
creating 15 new ones 
across Queensland 
over the next five 
years. Managing direc-
tor Michael Schneider 
told the Courier Mail:

We look forward to 
continuing to grow our 
presence in both metro 
and regional parts of 
Queensland … Con-
struction is underway 
at new sites in New-
stead, Underwood and 
Warwick, with 12 more 
stores around the state 
in the planning stages.

The Australian 
Bureau of Statistics 
data showed 22,500 
new residents made 
Queensland home last 
year – up by 7500 on 
2015-16.

Port Macquarie

Work on the $43 
million, 18,000sqm 
Bunnings Warehouse 
on John Oxley Drive 
is on schedule. Bun-
nings’ state operations 

manager NSW north, 
Cheryl Williams, said 
the construction 
work is progressing as 
planned. She told Port 
Macquarie News:

Once complete, the 
existing team will 
transfer to the new 
store and will be joined 
by more than 60 new 
team members. Stock 
from the existing site 
will be distributed to 
other Bunnings stores 
and racking will be re-
cycled within the store 
network. Bunnings has 
been a part of the Port 
Macquarie community 
since 2003…

South Nowra

Bunnings’ develop-
ment approvals man-
ager, Philip Drew has 
lodged a development 
application with Shoal-
haven City Council for 
a new store, which will 
be built on the current 
site at South Nowra 
and take in an adjoin-
ing block of land to the 
north.

In plans and re-
ports prepared by JR 
Brogan & Associates 
and Sutherland & 
Associates Planning, it 
wants to demolish the 
existing warehouse 
complex on the Princes 
Highway, consolidate 
the two lots of land 
and construct a new 
hardware, building 
supplies and garden 
centre including car 
parking and signage.

The proposal will see 
the complex’s footprint 

grow by almost two 
and a half times its 
current size. It is set to 
grow from the current 
gross floor area of 
6,248sqm to 14,130sqm. 
Parking to go from 225 
spaces to 428 spaces 
under the building.

This $27.8 million 
development will see a 
new Bunnings Ware-
house above an under-
croft car parking level. 
The design will see the 
current complex lay-
out on the site flipped, 
with the timber trade 
area moving to the 

south of the property, 
and an outdoor nurs-
ery and bagged goods 
canopy moving to the 
northern end.

The construction 
including a cafe, offices 
and other staff ameni-
ties areas will be locat-
ed at the northern end 
of the main warehouse 
floor and in a mezza-
nine level above.

The main pedestrian 
entrance into the store 
is located on the east-
ern side of the ground 
floor, with the main 
entry centrally located 

and containing lifts, 
stairs as well as the 
travelator providing 
access to the park-
ing level. A separate 
secondary entrance to 
the nursery is provided 
at the northern end of 
the eastern side of the 
building.

The big box retailer is 
also reviewing its op-
tions for a temporary 
store location while 
the complex is being 
constructed.

Store developments continue apace

The proposed expansion of the Bunnings Complex at South Nowra will see an overall 
bigger warehouse area. Image: Sutherland and Associates Planning

A Bunnings store is being built in Newstead (QLD)

continues next page
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Bunnings NZ corrects holiday payments

Bunnings will pay 
more than NZD11 
million to 12,235 New 
aland past and cur-
rent employees after 
identifying mistakes 
in implementing the 
Holidays Act 2003. 
The company has 
recalculated all leave 
payments from April 
1, 2004, to May 31, 2018, 

and said all money 
owed will be inflated 
to today’s dollars in 
line with the Reserve 
Bank of New Zealand 
Consumer Price Index. 
The median payment 
is NZD317. 

Bunnings NZ gen-
eral manager Toby 
Lawrance said the 
company will ensure 

employees are paid 
correctly until a per-
manent solution can 
be implemented. He 
said in a statement:

Like many other pri-
vate and government 
organisations, we have 
found interpreting and 
applying the Holiday 
Act to be a challenge. 
As a large employer 

in New Zealand we 
understand the im-
portance of the trust 
that exists between 
our team and the 
business, particularly 
in ensuring they are 
paid correctly. Clearly 
this is disappointing 
for us and for our team 
and we will continue to 
work to ensure that we 
have the right systems 
and processes to sup-
port our team.

The issues with the 
act centre around the 
fact that there are 
two ways to calculate 
holiday pay – either 
on the basis of ordi-
nary weekly pay or 
an employee’s average 
weekly earnings over 
the past 12 months. 
Employers must pay 
whatever gives the 
employee the most 
money. But employers 
who calculate holi-
day pay based on an 
employee’s contracted 

hours can get caught 
out if that person does 
variable hours or earns 
a commission or other 
variable pay.

The New Zealand 
government formed 
a taskforce involving 
government, business 
and workers, to recom-
mend changes to the 
Holidays Act 2003 in a 
bid to unravel the leg-
islation’s complexity to 
cope with a fast-chang-
ing labour market. 
The taskforce aims to 
recommend changes to 
the act by mid-2019.

https://goo.gl/XWH-
hig

https://goo.gl/QoPvyJ

Bunnings NZ general manager Toby Lawrance is aiming to almost double revenue in the 
next five years and employ a further 1200 to 1500 staff. PIC credit: New Zealand Herald

Fyshwick

The Fyshwick store is 
not closing in the wake 
of Bunnings opening 
its new airport site. It 
is to be repurposed as 
a trades centre, with 
a significantly less 
general retail offering. 
The airport store is 
expected to capture 
the majority of retail 
activity, according to a 
development applica-
tion (DA). It said:

The proposed alter-

ations and additions to 
the Fyshwick Bun-
nings warehouse store 
coincides with the 2016 
purchase and current 
fit-out of the former 
Masters site located at 
Canberra International 
Airport.

Since acquiring the 
airport site, Bunnings 
has reviewed the cur-
rent retail and trade 
offering within the 
ACT and surrounding 
regions and have de-
cided to re-purpose the 

Fyshwick operation to 
provide for more goods 
and services aimed at 
trade related retailing.

The bulky goods 
retail area will lose 
about 1000sqm of 
space, according to the 
plans. The outdoor 
nursery area at the 
rear of building will be 
relocated to the front 
so that space can be 
converted into a bulk 
trade delivery loading 
and unloading area for 
the retail operation 

and truck queuing 
area.

The slightly smaller 
nursery will be an 
open structure partial-
ly covered by a shade 
sail canopy suspended 
between steel columns 
and 3.6m high chain 
mesh fence.

A new opening, roller 
shutter door and can-
opy is to be installed 
at the front (western 
side) of the building 
to incorporate five 
internal loading/park-

ing bays.
The DA also proposes 

changes to the existing 
floorplan to allow part 
of the retail area to 
be transformed into a 
trade centre. The pro-
posed alterations will 
not increase the total 
floor space or building 
height.

https://goo.gl/FnzU4f
https://goo.gl/16ALFm

Store developments (cont.)

http://hnn.bz/
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Bunnings is offer-
ing its customers a 
fixed-price installation 
service through a 
strategic partnership 
with online trades and 
services site hipages.

The deal will give 
Bunnings customers 
the option of adding a 
$275 fixed-price instal-
lation service — which 
includes all fittings and 
fixtures, removal and 
disposal of old toilets, 
and a five-year war-
ranty — from hipages 
when they purchase a 
toilet suite. This offer 
is available across the 
complete range of 
back to wall and close 
coupled toilets in the 
Bunnings range.

Customers will re-
ceive a unique voucher 
code at the time of 
purchase, which is 

used to book a local 
tradesperson on the 
hipages website.

The installation ser-
vice will be rolled out 
nationwide, following 
a four-week trial in 15 
Bunnings stores across 
Newcastle and the 
Central Coast, earlier 
in the year. In a state-
ment, Bunnings man-
aging director Michael 
Schneider, said:

This is an exciting 
offer…making it easier 
and more affordable 
for customers to 
update their bathroom 
and connect with local 
tradies to assist with 
those jobs that require 
a licensed tradesper-
son.

The big box retailer 
joins other retailers as 
they move toward the 
market of Do-It-For-

Me (DIFM) 
customers. 
IKEA, Bing 
Lee and 
Coles have 
recently 
teamed up 
with the 
outsourcing 
marketplace 
Airtasker to 
offer similar 
installation 
or personal 
shopping 
services.

Hipages 
said it vets 
the trades 
licenses and 
Australian Business 
Numbers of all trades-
people registered on 
its site. The company 
has approximately 
4,000 plumbers regis-
tered with its service 
nationwide. Hipages 

co-founder and chief 
executive David Vitek 
said:

We’re thrilled to part-
ner with Bunnings, to 
help more Australians 
experience the benefit 
and ease of being able 

to instantly book a 
qualified, local tradie 
online.

https://goo.gl/
LFqQDH

Bunnnings, hipages team up for toilet installations

Bunnings customers purchase the installation in-store with their toilet 
suite, then follow a process to connect with a hipages tradie

Katoomba opening, Caringbah staffing
Blue Mountains res-

idents were invited to 
the launch of the new 
Bunnings Katoomba 
store. 

Bunnings also said it 
will recruit 120 staff for 
its Caringbah ware-
house.

Katoomba

Bunnings Katoomba 
recently had its official 
opening. The new $9 
million store covers 
more than 2900sqm 
and features kitchen 
and bathroom displays, 

kids playground and 
parking for over 50 
cars. 

Bunnings chief op-
erating officer Debbie 
Poole joined store 
manager April Spillett 
and the local Bunnings 
team to celebrate the 
opening. 

Caringbah

Bunnings said it will 
employ an extra 120 
staff to work in its new 
Caringbah warehouse, 
which is expected to 
open in late October.

The building, which 
was estimated to cost 
$37.7 million to con-

struct, will be double 
the size of the previ-
ous structure, with 
two retail levels and 
underground parking 
connected by lifts and 
travelators.

Bunnings state oper-
ations manager, NSW 
South, Robyn Hudson, 
said construction was 
on schedule and pro-
gressing as planned. 
She told The Leader 
newspaper:

With two car park 
levels completed, 
construction has 
progressed to the 
exterior of the building 
including the erection 
of concrete wall panels 

and the roof. When 
complete, the new 
store will span over 
15,000sqm with the re-
tail area spread across 
two levels.

The existing Caring-
bah team members will 
transfer from the tem-
porary store to the new 
warehouse and will be 
joined by over 120 new 
team members.

https://goo.gl/zA1Bim
https://goo.gl/2nvYTp

http://hnn.bz/
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• Doors closing for 
Culburra Beach 
Hardware

• Landmark 
acquires two 
agribusinesses in 
South Australia

• Two major 
Geelong-based 
hardware and 
timber business-
es become one

As the new general 
manager of Belmont 
Timber and Fagg’s Mi-
tre 10, Andrew Pitman 
said uniting the cul-
tures of the two busi-
nesses into one is a pri-
ority. With a corporate 
background working 
for oil companies, Mr 
Pittman can bring an-
other approach to the 
hardware and timber 
business. He told the 
Geelong Advertiser:

I don’t claim to know 
the timber, but I think I 
know and understand 
business and how 
we can market the 
business in a different 
direction and in a dif-
ferent way to reach the 
customers better than 
we do at the moment.

Previously the 
wholesale fuels sales 
manager for Mobil Oil 
Australia, Mr Pitman’s 
career has been in 
downstream market-
ing in the oil industry 
and his retail exposure 
was gained through 
running Mobil’s com-
pany-operated service 
stations. He brings an 
outside perspective 
and experience in a 
highly competitive 
environment to the 
Geelong-based busi-
ness:

We are going to em-
ploy new technologies, 

new marketing 
techniques, things 
that I am going to 
bring to the table 
that haven’t neces-
sarily been in play 
in this industry.

He and his 
team will work to 
combine two sig-
nificant Geelong 
brands. Fagg’s has 
a 164-year history in 
the city and Belmont 
Timber was estab-
lished by well-known 
Geelong Football Club 
benefactor, the late 
Alex Popescu in the 
early 1950s.

In recent years, both 
companies have come 
under Metcash owner-
ship in different ways 
but there is a com-
mitment to keep both 
brands under the new 
merged operation. Mr 
Pitman explains:

There is a rich history 
and pedigree of expe-
rience there which is 

well recognised in the 
Geelong community 
and we are not going 
to let that go. We are 
keeping the heritage of 
both companies alive.

Having completed 
the initial back-end 
integration so they 
share point of sale and 
accounting systems, 
attention has turned 
to harmonising the 
cultures of teams who 
were once competitors. 
That process includes 
relocating some senior 
management from 
Fagg’s, which has 
absorbed the Belmont 

Timber business, and 
investing more than 
$100,000 to renovate of-
fices on the Settlement 
Road site.

Belmont Timber 
represents about 
30-40% of the com-
bined company which 
employs 230 staff 
(including casuals and 
part-timers) and which 
now promotes itself as 
the largest timber and 
hardware business in 
the greater Geelong 
region. Mr Pitman said 
the focus would be on 

Belmont Timber & 
Fagg’s integration

continues next page
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Belmont Timber, Fagg’s (cont.)

The West Culburra 
development in NSW 
gained the support of 
the local community, 
especially businesses 
who believed they 
could drastically 
improve their bot-
tom-line. Jean-Paul and 
Kylie Maulguet pur-
chased Culburra Beach 
Hardware eight years 
ago after hearing about 
the proposed devel-
opment. Ms Maulguet 
told the South Coast 
Register:

That was one of 
the main reasons we 
bought the shop. With 
all the new homes we 

would have had a lot of 
ongoing clients.”=

But, after news the 
Department of Plan-
ning and Environment 
recommended refusal 
of the project, the 
Maulguets have decid-
ed to close the doors at 
their hardware store. 
Mr Maulguet said:

It’s just not finan-
cially viable. A large 
proportion of people 
who own homes in Cul-
burra don’t live here so 
we don’t have enough 
customers to keep us 
going.

Mrs Maulguet said 
the couple made the 

decision, after months 
of stress.

There are still plenty 
of tourists coming 
through but they don’t 
stop at stores like ours. 
When you’re married 
and have kids the 
stress of the business 
flows on to that, so we 
needed to make the 
decision to close up. It’s 
really sad.

The proposed devel-
opment covers nearly 
100 hectares of land. 
Approval was sought 
for 650 homes, 3.5 
hectares of industrial 
real estate, tourist 
accommodation, cafes, 

restaurants, cycleways, 
picnic areas and a 
sports field. Mr and 
Mrs Maulguet said had 
the development gone 
ahead sooner, it could 
have allowed them to 
stay open.

We thought this de-
velopment would have 
gone ahead years ago 
which could have really 
helped us.

Mr and Mrs Maulguet 
said although the de-
cision was fresh, they 
believed they would be 
closed within the next 
couple of months. Mrs 
Maulguet said:

...There’s been a hard-

ware store in Culburra 
Beach since the 1970s so 
we feel like we are let-
ting our loyal custom-
ers down, but we just 
can’t do it anymore.

https://goo.gl/8uQAyV

growing its share of 
the trade market.

We don’t discount the 
retail side … Bunnings 
has had an impact, but 
our DIY and Mighty 
Rewards customers 
remain loyal and 
from a trade perspec-

tive, that’s where our 
strength is and that’s 
where our core busi-
ness is.

Operating out of 
four locations will 
give trade customers, 
particularly Belmont 
Timber clients, greater 

scope and opportunity 
to engage with the 
business.

Fagg’s is partly owned 
by Metcash, while 
Belmont Timber has 
been owned by Met-
cash since it bought 
the Home Timber & 

Hardware group from 
Woolworths for $165 
million almost two 
years ago. Mr Pitman 
said:

They were owned by 
the one company, (but) 
operating independent-
ly, competing inde-

pendently. What we 
have done has brought 
them together.

https://goo.gl/w9vTEq

Culburra Beach Hardware forced to close

http://hnn.bz/
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Landmark refers to itself as Australia’s largest distributor 
of (rural) merchandise and fertiliser with a national network 
of around 400 locations. Recently it has acquired two inde-
pendent South Australian-based agribusinesses, Jolpac Rural 
Supplies and Naracoorte Agri Services.

The entities now trade as Landmark Jolpac in Bordertown 
and Landmark NAS in Naracoorte. General manager for SA, 
Craig Tapfield said the two well-established, successful busi-
nesses were a “good fit” for the company. He told Stock Journal:

We are continuing on what the Jolpac and NAS team have 
been doing. We are not here to change anything, just add to it 
and provide extra services to the local community.

At Bordertown, Landmark Jolpac will run out of the current 
Jolpac site, while the company’s Dalgety Wool depot will run 
from the existing Landmark site. Fertiliser and seed sales will 
continue out of the NAS site in Naracoorte, with Landmark 
Naracoorte’s branch remaining the merchandise hub.

NAS also owned a site at Murray Bridge which is now being 
used by Landmark Murray Bridge. All staff were offered full-
time employment during the change of ownership.

Jolpac director Peter Jolly has become the new Landmark 
Jolpac branch manager. NAS general manager Neil Nolan 
has taken on the role of fertiliser manager and agronomist at 
Naracoorte.

https://goo.gl/gdnyQ1

Agribusiness group gets bigger

http://hnn.bz/
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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 

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.

http://hbt.net.au/
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• Briggs & Stratton 
adds to its OPE 
brands

supplier update

Reliance Worldwide 
expands into Europe

Plumbing products 
maker, Reliance World-
wide Corporation has 
completed its acqui-
sition of UK based 
fittings manufacturer, 
John Guest Holdings. 
The company will fund 
the acquisition with a 
$1.1 billion equity rais-
ing and extended debt 
facility of $750m with 
existing lenders.

It now intends to step 
up in the European 
market using John 
Guest as the platform 
making strong head-
way in the USA with 
its Sharkbite brand 
of push-to-connect 
plumbing fittings. They 
are sold in Lowe’s and 
Home Depot.

Reliance chief ex-
ecutive Heath Sharp 
said John Guest, 
which employs 1300 
people and has three 
large manufacturing 
plants in the UK, was 
strong in plastic push-
to-connect fittings, 
which were popular in 
Europe, compared with 
the US where brass 
versions of the product 
were steadily increas-
ing in penetration. 
Reliance makes brass 
the brass versions.

Mr Sharp said plastic 
push-to-connect 
fittings were more 
accepted in the UK 
for historical reasons, 

partly to do with the 
lower water pressure 
in the pipes.

John Guest, is report-
ing profit margins of 
more than 30% from 
sales of 145 million 
fittings in calendar 
2017, mainly under the 
John Guest and Speed-
fit brands. It services 
the plumbing, heating 
and industrial mar-
kets with distribution 
facilities in Germany, 
France, Italy and Spain.

Reliance aims to 
extract $20 million in 
synergies annually 
once the business is 
fully integrated, but Mr 
Sharp said the compa-
ny’s main goal was to 
harness the growth. He 
told Fairfax Media:

They’re doing a lot 
that’s right. The num-
ber one goal is to retain 
the revenue.

Mr Sharp said Reli-
ance had been a suppli-
er in components for 
under-floor heating to 
John Guest for more 
than a decade, and had 
been looking to poten-
tially buy the business 
in 2016 but John Guest 
aborted a formal sale 
process then, in which 
others were also 
interested as potential 
acquirers. When the 
opportunity emerged 
again, Reliance took 
advantage.

Reliance currently 
generates 70% of its 
sales from North 
America and operates 
12 manufacturing facil-
ities around the world 
and this will expand to 
15 with the acquisition 
of John Guest.

Mr Sharp said John 
Guest was an ideal 
fit and its products 

could be successfully 
leveraged through 
Reliance’s established 
North American and 
Asia-Pacific distribu-
tion channels. The 
company is already 
working on a “100-day” 
integration plan, using 
a similar template as 
it used in the smaller 
acquisition of the Hol-
drite business in the 
US in mid-2017.

Reliance said the 
transaction is expected 
to be more than 20% 
accretive to earnings 
per share on a 2018 
financial year basis, 
before synergies.

https://goo.gl/Fs8FY6
https://goo.gl/g4LRDh

http://hnn.bz/
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The Salley Power 
Tools set, designed by 
Lukas Salley, is made 

up of two devices, a 
cordless driver and a 
compact jig saw. Both 

share the same unam-
biguous style, focused 
performance and 
constant attitude.

Their aesthetics 
make them stand out 
from their compet-
itors including con-
trasting colours that 
make up the body are 
then softened by the 
natural, untouched 
finish of the cork, 
which has been used 
on the handles.

The base of the 
cordless driver hous-

es six screwdriver bits, 
and the turn dial has 

been positioned be-
tween the user’s index 
finger and thumb for 
ease of use.

The battery is placed 
directly over the 
housing, moving the 
centre of gravity of the 
machine close to the 
saw blade. Its flat top 
allows the saw to be 
set aside securely up-
side down. The curved 
front facilitates guid-
ing the tool with both 
hands in a comfortable 
way.

The cordless driver 
offers a screwing and a 

drilling mode, both in 
a clockwise and an an-
ti-clockwise direction. 
Changing between 
these modes is done 
through turning the 
dial in the front part of 
the housing between 
an index finger and 
thumb. Beneath the 
plastic cover in the 
back, up to six screw-
driver bits can be 
stored.

https://goo.gl/So51zc

The Workwear Group 
(WWG), a subsidiary of 
Wesfarmers Industrial 
& Safety, has acquired 
an equity stake in 
ONTHEGO (OTG), an 
online retailer of cus-
tomised uniforms and 
sports apparel.

Under the deal, WWG 
will become another 
minority sharehold-
er with others that 
include construction 
company Doma Group, 
Chris and Bob Camer-
on from Rockcote, and 
TakeABreak co-found-
er Craig Davis, now 
CEO of the GRIFFIN 
Accelerator, and snow 
sports retailer Neil 
Ritchie.

ONTHEGO founder 
Mick Spencer, who 
started printing cus-
tomised jerseys in the 
garage of his parents’ 
Canberra home while 
still at university 
almost eight years ago, 

said the joint ven-
ture would boost the 
company’s revenues to 
more than $10 million 
a year.

WWG, which owns 
Neat & Trim Uni-
forms and the Hard 
Yakka and King Gee 
brands, will white label 
ONTHEGO’s software. 
Under a joint venture 
and profit-share agree-
ment, orders generated 
through WWG’s sales 
team and its website 
will be fulfilled by 
ONTHEGO.

WWG chief executive 
Doug Swan said the 
upfront investment 
was small in the 
context of Wesfarmers 
but ONTHEGO’s model 
– on-demand manufac-
turing, personalisation 
and a digital supply 
chain – could disrupt 
the uniform and work-
wear sector by slashing 
inventories and dra-

matically improving 
speed to market. He 
told Fairfax Media:

I personally feel that 
that type of model is 
potentially the way 
of the future …There’s 
almost an element here 
of keep your friends 
close and keep your en-
emies closer. If we can 
learn from Mick how 
he’s doing it and we 
can replicate that with 
our business I think we 
have an opportunity to 
transform the uniform 
industry.

Mr Swan said there 

was also scope to take 
ONTHEGO’s model 
into other Wesfarmers 
divisions and to other 
retailers by, for exam-
ple, setting up kiosks in 
Officeworks, Bunnings 
or Rebel Sport, where 
customers could order 
and design customised 
uniforms, sports appar-
el and team clothing 
online. He said:

Longer term it’s got 
big implications for 
how we can take the 
core brands King Gee 
and Hard Yakka to 
market … We could 

have kiosk in resellers 
like Totally Workwear, 
where a tradesman 
comes in and he needs 
uniforms for his team 
and he can design it 
and we can deliver it to 
him in three weeks – it 
has far-reaching rami-
fications.

https://goo.gl/CU66c9
https://goo.gl/WW-

jL1m

Wesfarmers workwear seeks to disrupt category

Power tools with style and function

http://hnn.bz/
https://goo.gl/So51zc 
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New Zealand’s Fletch-
er Building has consol-
idated its Australian 
operations into one 
division and appointed 
Dean Fradgley as the 
new division’s head. He 
was previously chief 
executive of distribu-
tion for the company. 

Fletcher is bringing 
all of its Australian 
businesses, which 
combined generate 
30% of Fletcher’s total 
revenues, under the 
one roof to be man-
aged by Mr Fradgley. 
They include Tradelink 
plumbing and bath-
room supplies, Iplex 
pipes, Rocla concrete, 
Stramit steel products, 
Tasman Sinkware and 
Fletcher insulation, 

and together generate 
about $3 billion in sales 
annually.

Chief executive Ross 
Taylor has a five-year 
strategy for rebuild-
ing Fletcher using a 
simplified model where 
it will concentrate on 
improving its New 
Zealand and Australian 
operations after a cost 
blowout crisis in its NZ 
commercial construc-
tion business which 
suffered AUD1 billion 
in writedowns.

Mr Taylor believes 
the Australasian 
businesses have room 
to grow market share. 
He said:

As we announced to 
the market in April, we 
have made the decision 

to focus our portfo-
lio by divesting our 
Formica and Roof Tile 
Group businesses and 
focusing our capital 
and capability behind 
the New Zealand and 
Australian markets.

While we don’t expect 
these markets to expe-
rience the same levels 
of growth they have 
seen in recent times, 
we do expect them to 
remain stable and, with 
only 15% share of the 
New Zealand market 
and 1% in Australia, 
there is plenty of 
opportunity to deliver 
more from our existing 
operations.

He has plans to dou-
ble profit margins from 
Fletcher’s Australian 

building 
products 
operations 
by 2023.

Mr Taylor 
also ex-
pects the 
broader 
Australian 
residential 
con-
struction 
market 
to shrink 
marginally 
in 2019 
and 2020 
because 
of falling 
demand 
for apart-
ments. However this 
would be more than 
offset by the infra-
structure boom on the 

eastern seaboard of 
Australia.

https://goo.gl/tThB9j

Gerard Lighting 
worked with nor-
suHOME in terms of 
lighting plans to help 
find the ideal balance 
between architectur-
al design and family 
living in a renovation 
of a 1920s Californian 
Bungalow, located in 
Glen Iris (VIC).

The home features 
Pierlite Litelux Optic-
olour LED Downlights, 
that have the ability to 
change colour tem-
perature when dimmed 
and Pierlite Astara 
Real Ambient Sunset 
Dim LED Downlights, 
that allows the user to 
“colour shift” the light 
output.

In terms of smart 
home connectivi-

ty, Gerard Lighting 
suggested the Diginet 
Sitara Lighting Control 
system. The homeown-
ers can personalise 
the way they control 
their lighting via their 
smartphone or tablet, 
whether it be setting 
different lighting levels 
in a range of rooms, 
choosing lighting 
moods or having lights 
turn on to simulate oc-
cupancy whilst they’re 
away.

Gerard Lighting also 
made recommenda-
tions to use the Diginet 
Smart Scan Sensor 
MKII to control LED 
strip lighting in the 
bathroom and laundry.

Having a love for the 
outdoors and alfresco 

dining, the 
homeown-
ers wanted 
feature 
lighting 
around the 
exterior of 
their home. 
Gerard 
Lighting 
suggested 
its Cromp-
ton KALI 
Adjustable 
and Diablo LED 
Wall Lights 
because of their 
minimalist design 
and ability to 
highlight the sur-
rounding land-
scaped greenery.

Dean Fradgley will head up Fletcher 
Building’s Australian operations

Fletcher’s Australian operations gets new boss

Lighting design for family home reno

http://hnn.bz/
https://goo.gl/tThB9j
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Knauf’s deal to buy USG for USD7b

German manufactur-
er Knauf has agreed 
to buy Chicago-based 
USG for USD7 billion. 
The transaction, which 
is expected to close 
in early 2019, brings 
together two major 
building materials 

companies.
Under the terms of 

the deal, Knauf will 
pay USG sharehold-
ers USD44 per share, 
which represents a 31% 
premium.

The proposed merger 
was unanimously 

approved by 
USG’s board. 
Berkshire Ha-
thaway, which 
owned 31% of 
USG’s shares as 
of June 11, has 
agreed to vote 
its shares in 
favour of the 
transaction. 

Warren 
Buffet, Berk-
shire Hatha-
way chairman 
and CEO, is 

now exiting USG, an 
investment he made 
in 2001 with a loan to 
the then-bankrupt 
company.

USG filed for Chapter 
11 bankruptcy pro-
tection in 2001 amid 

spiralling costs for 
asbestos-related injury 
lawsuits. The company 
emerged in 2006 with 
a reorganisation plan 
that included funding 
an asbestos trust to 
compensate claimants.

In 2008, Berkshire 
Hathaway bailed out 
USG during the hous-
ing crisis by buying 
USD400 million of 
the company’s debt, 
converting much of it 
to common stock.

Privately held Knauf 
already owns nearly 
11% of the outstanding 
USG shares and has 
been pursuing the 
acquisition since last 
year. In March, USG 
rejected a USD42 per 

share bid by Knauf, 
sparking a sharehold-
er revolt led by Mr 
Buffett.

Knauf is financing 
the current deal from 
existing cash and com-
mitted debt. 

Founded in 1902 as 
United States Gypsum, 
USG had 6,800 employ-
ees and annual sales of 
USD3.2 billion as of last 
year. Knauf generat-
ed more than USD8 
billion in revenue and 
employed more than 
27,000 people last 
year, according to the 
company.

https://goo.gl/tqoD1c
https://goo.gl/MVK-

F2q

CSR Gyprock supports aged care facility
With Australia’s 

population ageing, 
there is significant 
building activity in 
the aged care sector, 
involving renovations 
or purpose-built proj-
ects. Kithbrooke Park 
Retirement Village 
in Torquay (VIC) is a 
new 128-bed aged care 
facility.

CSR Gyprock along 
with MOC Develop-
ments and Molloys 
Plastering, provided 
the project with sev-
eral ceiling and wall 
system solutions. As 
the Building Code of 
Australia (BCA) con-
tains specific acoustic 
provisions, heavy con-
sideration was given 
to avoid noise entering 
the facility or being 

transferred within the 
building.

MOC Developments 
specified Gyprock’s 
Rigitone Galaxy for 
the ceilings due to its 
acoustic properties 
and seamless design 
finish. Rigitone Galaxy 
is perforated plaster-
board which can be 
used where a level of 
sound attenuation 
and aesthetic appeal 
is required. There are 
four patterns in the 
Rigitone range.

The panel perfo-
rations of Rigitone 
Galaxy, together with 
the board’s acoustic 
fabric lining, plus the 
addition of insulation, 
reduces echo and 
noise reverberation. 
Additionally, it has the 

added benefit 
of Activ’Air, a 
VOC reducing 
technology 
that improves 
indoor air qual-
ity. Activ’Air 
converts form-
aldehyde into 
non-harmful 
inert com-
pounds that 
are perma-
nently locked 
in the board 
and cannot be released 
back into the air.

Gyprock Soundchek 
was also specified for 
the walls due to its 
ability to reduce sound 
transmission and level 
of impact resistance. 
All bathrooms of the 
village were lined with 
Gyprock Aquachek 

plasterboard, a mois-
ture resistant wall and 
ceiling lining suitable 
for wet areas.

Throughout the rest 
of the village, Gyprock 
fire-rated wall and 
ceiling systems were 
specified in the kitch-
ens and utility areas 
to meet fire resistant 
standards.

Gyprock Plus plas-
terboard was used as 
the core product for 
bedrooms, common 
areas and remaining 
walls, whilst Gyprock 
base and topping 
compounds were used 
throughout.

Knauf showcases its building products in a new London showroom

http://hnn.bz/
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SBD invests in wireless startup

Stanley Black & Decker 
is investing, through its 
Stanley Ventures affiliate, in 
the Israeli wireless charging 
startup, Humavox. According 
to a statement:

With Humavox technol-
ogy, everyday objects can 
turn into ‘hidden chargers’ 
including anything from car 
cup holders and gym bags, 
and more. The company’s 
technology uses near-field 
radio frequency charging to 
transform any of such ‘stor-
age instrument/device/object’ 
into a charger, so that users 
can keep using their portable 
electronics fully powered.

The companies did not dis-
close the amount of Stanley’s 
investment in the Israeli firm. 
But as part of this strategic 
partnership, Stanley Black & 
Decker is the lead investor in 

Humavox’s current funding 
round.

Humavox was founded in 
2010 by CEO Omri Lachman 
and vice president of innova-
tion Asaf Elssibony.

This cooperation signals a 
significant step in Humavox’s 
progression into the com-
mercial and industrial space. 
It will help Humavox make 
wireless charging more feasi-
ble and readily available to a 
wider range of products.

https://goo.gl/SGauXz

Plumbing and bathroom 
supply company Reece 
has acquired New Zealand 
plumbing business Edward 
Gibbon and Zip Plumbing 
Plus stores.

The company has also 
agreed to acquire Heatcraft’s 
New Zealand operations 
from Swedish company, Bei-
jer Ref. Heatcraft is a suppli-
er of wholesale refrigeration. 
This move expands Reece’s 
footprint across the north 
and south islands of New 

Zealand 
from 11 to 18 
locations.

Edward 
Gibbon has 
10 stores in 
the main 
centres of 
New Zea-
land’s south 

and north islands, while Zip 
Plumbing has Christchurch 
and Takanini  stores. Under 
the agreement the busi-
ness’s existing management 
will remain in place for the 
immediate future, with com-
pletion expected towards 
the end of July.

https://goo.gl/aAyghv

Reece buys NZ businesses

Briggs & Stratton to distribute more OPE brands
Yamabiko Corporation said it has 

entered into a memorandum of 
understanding (MOU) with Briggs & 
Stratton to distribute Shindaiwa and 
ECHO branded products. The com-
panies are finalising the agreement 
which is expected to provide Briggs 
& Stratton Australia with exclusive 
distribution rights in Australia, New 
Zealand and selected Pacific Islands. 
Dean Harriott, managing director of 
Briggs & Stratton Australasia, said:

Briggs & Stratton is very excited 
about this new relationship. We see 
the Shindaiwa and ECHO brands as 
the perfect complement to our current 
portfolio in order to deliver a true com-
mercial handheld range.

Briggs & Stratton has also recently 
been awarded exclusive distribution 
for Oregon® and Carlton® branded 
products in Australia, by their manu-
facturer Blount International.

Based in Portland, Oregon, Blount 

International sells its products in 
more than 115 countries around the 
world. The Oregon brand makes pro-
fessional-grade replacement parts and 
whole goods for the forestry and lawn 

and garden industries, while Carlton 
offers high-quality saw chain, guide 
bars, and related accessories.

ECHO products will be distributed through Briggs & Stratton’s network of dealers in Australia, 
New Zealand and the Pacific Islands

http://hnn.bz/
https://goo.gl/SGauXz 
https://goo.gl/aAyghv
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• Results for 
Metcash overall 
were mixed, with 
underlying profit 
rising steeply, 
but net profit 
down due to 
write-offs.

• The hardware 
division saw rises 
in sales and EBIT, 
due to the inclu-
sion of results 
from HTH.

• Comparing re-
sults between the 
second halves of 
FY2016/17 and 
FY2017/18, hard-
ware showed flat 
sales, but a steep 
rise in EBIT.

Australian food, liquor and hardware whole-
saler Metcash released its results for its 
FY2017/18 (ending 30 April 2018) on 25 June 2018. 

As has become standard practice with Met-
cash, we will present the results in two sections. 
This first section will deal with the information 
that is available, which includes the ASX an-
nouncement and financials, plus the slides from 
the presentation. Hopefully the number 112 
company on the ASX 200 will manage to publish 
the presentation recording before August 2018, 
and HNN will bring you analysis of that.

Metcash has produced results that were 
somewhat mixed. While it per-
formed well operationally, the 
company was forced to take an 
impairment on goodwill and 
other net assets of $345.5 mil-
lion. This was announced to 
the Australian Stock Exchange 
(ASX) on 6 June 2018. The ASX 
release stated, in part:

These impairments follow 
the company’s year-end review 
of the carrying value of its 
assets. The review has taken 
into account the information 
contained in Metcash’s ASX 
release on 28 May 2018 con-
cerning Drakes Supermarkets 
in South Australia, as well 
as weakness in the Western 
Australian economy and the 
ongoing intensity of competi-
tion in the sector.

The impairment charge com-
prises $318 million of goodwill 
and other intangibles, and $34 
million of other net assets in 
the Supermarkets & Conve-
nience pillar.

As a consequence, Metcash’s 
statutory profit was nega-
tive, at $149.5 million. Using 
Metcash’s stated numbers for 
underlying profit after tax, the 

result was $215.6 million, up by 10.7% on the fig-
ure for the previous corresponding period (pcp), 
which was FY2016/17.

Overall Metcash group sales grew by 2.4% on 
the pcp to reach $14,463.7 million (4.3% based on 
a 52 week for the pcp).

In terms of earnings before interest and taxa-
tion (EBIT), the company reported this at $332.7 
million, up by 9.2% on the pcp. The company 
also reported a strengthening of its balance 
sheet, positive to $42.8 million, as compared to 
net debt of $80.8 million for the pcp. 

Metcash FY2017/18

Category 2017/ 
2018

2016/ 
2017

Change

Sales Revenue 14,463.7 14,121.9 2.4%

EBIT 332.7 304.8 9.2%

UPAT 215.6 194.8 20.8%

Net profit -149.5 171.9 --%

Metcash

Sales Revenue 2098.6 1608.8 30.4%

EBIT 69.0 48.5 42.3%

Hardware 

Sales Revenue 8899.6 9,180.0 -3.1%

EBIT 188.6 188.1 0.3%

Food

Sales Revenue 3,465.5 3,333.1 4.0%

EBIT 68.4 67.0 2.1%

Liquor

AUD millions
Figures based on 53 week year for FY2016/17.

http://hnn.bz/
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Metcash signalled an off-market share buy-
back valued at circa $125 million.

Revenue for the company’s food business fell 
by 3.1% to reach $8899.6 million, (1.2% based on 
a 52 week pcp) while the division’s EBIT was 
broadly flat, recording an increase of 0.3% to 
$188.6 million. Liquor recorded a sales increase 
of 4.0% compared to the pcp (5.7% based on a 
52 week pcp), coming in at $3465.5 million, with 
EBIT at $68.4 million, up by 2.0%. 

Hardware

Metcash’s Independent Hardware Group (IHG) 
was certainly the star of its FY2017/18 results. 
The pcp benefitted from only seven months of 
sales and EBIT from acquisition of the Home 
Timber & Hardware Group (HTH) on 2 October 
2016, so the comparative annual results are not 
truly indicative of operational performance. 
Revenue came in at $2098.6 million, up by 
30.45% on the pcp (33% based on a 52 week pcp), 
while EBIT was $69.0 million, up by 42.7% on the 
pcp.

However, it is possible to compare the num-
bers for the second half (H2) of the pcp with H2 
of the current reporting period, as both periods 
reflect six months of HTH integration. Sales for 
H2 of the current period were $1034.4 million, 
while for H2 of the pcp they were $1027.2, indi-
cating an increase of 0.7%. Adjusted to cancel 
out the effect of the 53rd trading week in the 
pcp, sales for H2 of the pcp would have been 
$996.9 million, indicating an increase in revenue 
of 3.8%.

In EBIT terms, the current H2 produced $41.9 
million, while the pcp H2 produced $36.0 million, 
indicating an increase of 16.4%. The EBIT result 
is obviously very welcome to Metcash, but is 
likely to largely reflect one-off gains through 
integration efficiencies. Nonetheless, it does 
demonstrate that IHG has integrated Mitre 10 
and HTH successfully. The company’s presen-
tation for IHG indicates it has achieved “gross 
realised synergies” during the current period 
of circa $20 million. 

Like-for-like (comp) sales provide a good view 
of true operational performance. Metcash 
states that Mitre 10 saw a comp increase in 
wholesale sales of 6.0%, while HTH recorded a 
comp increaes of 3.4%. Overall comp sales for 
the IHG banner group rose by 7.4% (across 104 
stores).

Total wholesale sales were posted as gaining 
by 5.3%. Mitre 10 saw a lift of 8.6% over the pcp, 

while HTH gained 1.9%. (Wholesale sales include 
sales by Mitre 10 and HTH to both independent 
retailers and company-owned stores, the com-
pany states.)

The company also states that the “wholesales 
sales margin” for IHG was 2.4%, which we take 
to be a reference to the EBIT margin. The com-
pany states that its weighting to trade sales is 
now 63%, and that this increase (from around 
60% previously) reduced these sales margins.

The overall EBIT margin for hardware opera-
tions was 3.29% in the current period, compared 
to 3.01% in the pcp. For the current period’s H2 it 
was an impressive 4.05%, compared to 3.50% in 
the H2 of the pcp.

The company pointed to a number of develop-
ments, including the introduction of Hardings 
Plumbing into New South Wales and Tasmania, 
and the opening of four new trade-focused 
stores. It also states that its “core ranging” 
program, which defines preferred suppliers, 
has extended to five categories: fasteners, paint, 
power tools, hand tools, and cement.

IHG provided more detail on its continued 
rollout of its premium store fitout for Mitre 
10 stores, known as the Sapphire program. It 
states this continues to increase sales revenues 
at participating stores by over 15%. To date, 30 
stores have participated, and the company plans 
to have circa 200 stores in the program within 
five years.

Analysis

The importance of its hardware “pillar” to 
Metcash can be seen by the fact that while the 
division is a long way third in terms of sales rev-
enue, it has now moved up to being second in 
terms of EBIT. Contrasted with the heavy price 
warfare of both the food and liquor businesses, 

Bayswater Mitre 10 
features one of IHG’s 
trade centres.

http://hnn.bz/
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hardware still manages to return reasonable 
margins. 

That is despite hardware facing the same basic 
challenge that food and liquor face: competing 
against large, well-run retailers from the Wes-
farmers group. 

However, there is a good chance some of this 
might change. As HNN reports in this issue, 
Bunnings is planning to ramp up its already 
considerable presence in the commercial/trade 
sector of hardware. HNN estimates that the 
Wesfarmers-owned big box retailer could take 
out an additional $2 billion from this sector over 
the coming three years. 

The problem facing IHG in these circumstanc-
es is a little reflective of that which Woolworths 
believed itself to face in competing with Coles, 
and which led it to launch its failed Masters 

Home Improvement big-box retailer. Wool-
worths saw Bunnings as providing a lot of EBIT 
which Coles could then invest in growth. Bun-
nings today has such a strong (and very high 
margin) DIY/home business, that it can afford 
to invest a lot in building its trade/commercial 
business.

There are also evident synergies between 
some trade businesses and consumer business. 
A good example is the great business Bunnings 
has built in association with Kaboodle over the 
years. It provides a very good consumer-level 
revenue stream, but it also has helped trades-
people establish kitchen businesses. It’s easy 
to see how Bunnings can extend that business, 
as it has suggested, into bathrooms, outdoor 
deck living spaces, and even other rooms in the 
house.

Danahers Mitre 10 in 
Heidelberg showcases 
some of the Sapphire 
stores’ best attributes. 
Top left, a very compre-
hesive display of Makita 
cordless tools; top right, 
the customer entrance 
to Danahers, the store 
makes good use of 
this high traffic space. 
Bottom left, a very good 
display of the elfa storage 
solutions, compact yet 
high density. Bottom 
right, Guy Bruno from Da-
nahers, one of the long-
term employees who 
help make any hardware 
store run smoothly.

http://hnn.bz/
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companies

That simply isn’t the case for Metcash. 
Hardware is, in terms of the Metcash strategy 

(in HNN’s opinion), supposed to do exactly what 
it is doing: generate a very good EBIT margin 
to fuel further investment in food and liquor. 
If Bunnings simply manages to curtail further 
growth for IHG below $2.2 billion in sales and 
$72 million in EBIT over the next three years, 
Metcash may be led to rethink its position in 
IHG. 

For individual hardware retailers faced with 
choosing a buying group solution to face the 
future, the questions to be asked are about the 
effectiveness of IHG’s warehouse-based core 
ranging strategy, and the relevance of the kind 
of branding that IHG has to offer. 

It is certainly true that IHG has managed to 
achieve some attractive prices across its core 
range brands, very close in many cases to the 
pricing at Bunnings for comparable items. It is 
simply difficult to predict whether this will last, 
once Bunnings turns its full attention to many 
of these categories. IHG then runs the risk of 
having invested considerable time and effort on 
a specific strategy — price on familiar brands 
— which might not help it grow as much as it 
expects. At the moment this is unclear, but two 
years from now we will see an answer.

In terms of the value of the Mitre 10 and the 
HTH brands, this is difficult to assess. The ques-
tion that will be raised in the years to come is, 
what does that brand (and all others in hard-
ware) really represent? HNN believes that one 
very important component will be what kinds 
of technological and other assistance the brand 
promises tradespeople (and DIYers). Bunnings, 
for example, is moving to providing a kind of 
automatic checkout for commercial customers 
using its PowerPass loyalty/credit card. IHG 
may, in another year, be able to match that — 
but what about the next development, and the 
one after that?

Putting those concerns aside, IHG has man-
aged to achieve some great things with its 
Sapphire program. While early Sapphire stores 
seemed “sterile”, more recent ones — such as the 
corporate-owned Danahers in Heidelberg, Vic-
toria, and the Diamond Valley store in Diamond 
Valley, Victoria — are very good stores, with 
excellent merchandising, and very competent, 
friendly staff.

Even with that, however, at its heart the core 
difficulty with the warehouse-based, price-con-
scious, brand-promoted business model that 
IHG has adopted is that it tends to mitigate 

against radical innovation. IHG’s strategy is 
something of a bet that the Australian home 
improvement retail industry will, for the next 
three or four years, go along the same path it 
has for the past 15 years or so, with only mod-
erate innovation, and a steady reliance on the 
“tried and tested”.

That could turn out to be a very good gamble, 
given the industry’s surprising resistance to 
change. But it is almost as likely that this kind 
of model will experience an increasing, cumula-
tive pressure to either 
expand into growing 
areas of consumer de-
mand, or risk declining 
in profitability.

What is undeniable, 
whatever risks IHG 
may face in the future, 
is that IHG’s manage-
ment team has done 
an excellent job in 
integrating HTH with 
Mitre 10. Considering 
how many such ac-
quisitions have failed, 
or taken three years 
to complete, this is a 
praiseworthy achieve-
ment. 

The Mitre 10 website provides the ability to pre-order gar-
den gnomes in the form of original Star Wars characters.

http://hnn.bz/
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On 7 June 2018 Wesfarmers held its Strate-
gy Briefing Day. This annual event provides a 
preview of management and strategic think-
ing the Australian conglomerate will apply 
to the coming financial year (FY), in this case 
FY2018/19. 

Australia’s seventh-largest listed company 
in the Australian Stock Exchange 100 index 
by market capitalisation ($55,900 million), 
Wesfarmers has undergone a somewhat 
“rocky” FY 2017/18, with the need to shut 
down an attempt to enter the European mar-
ket through its Bunnings United Kingdom 
and Ireland (BUKI) operations. BUKI was 
initially launched in early 2016, through the 
acquisition of the UK-based Homebase home 
improvement retailer. Shutting down these 
operations solidified an overall direct loss of 
over $1.25 billion for Wesfarmers.

WESFARMERS TAKES 
NEW PATH TO GROWTH 

As noted by Bunnings 
MD Mike Schneider, the 
company continues to 
improve and upgrade 
its existing stores, 
while building new 
warehouses at a rate of 
around one per month. 
The image shows the 
flooring display at the 
Bunnings in Hawthorn, 
which has evolved from 
a display with samples 
in a high position, tilted 
at 30 degrees to this flat 
display. This is not only 
more accessible, it also 
enables Bunnings to 
pack more samples into 
a smaller space.
It’s these twin drives — 
larger display areas, and 
more space-efficient 
displays — that have 
enabled Bunnings 
to continue to scale 
upwards.
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That major shift in strategy has come as Rob Scott as-
sumed the role of managing director (MD) for Wesfarmers, 
replacing the incumbent, Richard Goyder. His appointment 
was initially announced on 14 February 2017, and Mr Scott as-
sumed the role immediately after Wesfarmers’ annual general 
meeting in mid-November 2017. 

A number of other top level executive changes took place 
around the same time. In late May 2017, Anthony Gianotti 
was announced as the next Wesfarmers chief financial officer 
(CFO), replacing Terry Bowen. Michael Schneider, who was 
then MD for Bunnings Australia and New Zealand (BANZ), 
was promoted immediately to MD, Bunnings Group, replacing 
long term, highly respected MD John Gillam. (Mr Gillam had 
moved to an advisory position in December 2016.) Mr Schnei-
der thus assumed responsibility for both BANZ and BUKI.

Mr Scott in his first six months as MD has shown himself 
keen to change the direction of Wesfarmers’ development. 
The largest such change was the move to divest its largest 
operational division, the Australian supermarket chain Coles. 

The acquisition of Coles was announced in April of 2007, 
and at the time was Australia’s largest, valued at over $19 
billion. This acquisition included Kmart, Target, Officeworks 
and Harris Technology, and became the signature event of Mr 
Goyder’s time as MD of Wesfarmers. 

With the exception of Target, the company turned each 
of these struggling retail enterprises into a success. Coles, 
for example, achieved a 9.5% compounded annual growth 
rate (CAGR) between FY2008/09 and FY2016/17. However, the 
supermarket division absorbed 61% of Wesfarmers’ overall 
capital employed, while it returned only 34% of the company’s 
earnings before interest and taxation (EBIT). In raw terms, 
the FY2016/17 return on capital (ROC) for Coles was under 
10%, while the ROC for BANZ was over 40%. 

In the terse language of Wesfarmers:
Wesfarmers is targeting a higher capital weighting toward 
businesses with strong earnings growth prospects.
These were the circumstances under which Mr Scott took 

up the microphone early one cool, mild Thursday morning in 
Sydney, after an early light rain, to deliver his first Strategy 
Day briefing.

A new direction for Wesfarmers
The narrative Mr Scott provided at the Strategy Day for 

the coming evolution of Wesfarmers sketched out a return to 
some of the values the company had prior to the acquisition 
of the Coles Group, with a strong mixture of new technolo-
gy-based opportunities and processes added. 

There is little doubt that the acquisition of Coles Group 
under Mr Goyder’s stewardship was a brilliant move. It would 
also be difficult to find another MD who could have steered 

Wesfarmers goes for growth
• BUKI has been resolved with the 

purchase of Homebase by Hilco.
• Wesfarmers, after Coles has been 

divested, will focus on business 
investment that provides high 
returns on capital investment.

• One major focus will be on data 
analytics, with Wesfarmers 
launching its Advanced Analytics 
Centre to boost growth in that 
area.

• For Bunnings, data analytics, on-
line commerce, and an expansion 
of its trade-based business will all 
help to drive growth.

• Analytics will help to improve 
seasonality in the Bunnings 
stores.

• Trade expansion will see more 
attention to services.

• Storage will be a focus for expan-
sion.

• Bunnings sees the smarthome 
market as important, but believes 
it is still some way off maturity.
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its operational success so well. 
Coles pre-acquisition was a retail company struggling 

to compete in the mid-2000s with the skills and business 
practices of the late-1980s. Wesfarmers applied some of the 
supplychain knowledge it had gained from running Bunnings 
to rapidly gain ground on Woolworths. Added to this was the 
crafty guidance of its MD, UK retailer Ian McLeod. Mr Mc-
Leod stepped down as Coles MD in July 2014, to be replaced 
by his then-deputy, John Durkan. 

The result was that in its year of operations prior to acqui-
sition, its food business slipped from an EBIT of $766.3 mil-
lion to $693.3 million, a decline of 9.5%. Ten years later, for its 
FY2016/17 Coles returned EBIT of over $1600 million — albeit 
representing a decline over the prior FY of 13%.

Those numbers do a good job of summarising the arc of 
Coles over the past 12 years or so. The initial Coles opportu-
nity is of the sort that arrives only once every 40 or 50 years. 
However, once it was established as a near-equal number 2 to 
Woolworths, growth slowed. 

Internally, it seems Coles had dragged Wesfarmers man-
agement thinking as far as it could in one direction, and 
further development stalled. That was clearly indicated by 
the company’s inability to take advantage of Woolworths’ 
weakest moment, after the collapse of its foray into hardware 
retail, Masters Home Improvement. Wesfarmers interpreted 
this as a triumph for Bunnings, when the real victory could 
only have been realised through the expansion of Coles. It is 
this which potentially unbalanced Wesfarmers’ thinking on 
a directorial and management level, opening the door for its 
under-researched, under-managed and under-financed entry 
into the UK with BUKI.
A new direction

Mr Scott’s new vision for Wesfarmers is stripped of the 
kind of thinking that would otherwise have made Coles seem 
a worthwhile ongoing investment. It acknowledges first that 
Wesfarmers does not have the skills needed to advance Coles 
to the next level — which would likely involve either a deeper 
involvement with supplychain (such as, like some US super-
markets, farming its own beef), or the “self disruption” of 
opening a discount grocery operation, optionally based and 
entirely online. 

What the vision adds is an increased sense of what the 
company’s best capabilities are, and how these can be en-
hanced through the use of technology, both to better un-
derstand existing channels to market, and as providing new 
channels to market. 

As Mr Scott stated during his prepared remarks at the start 
of the Strategy Day:

Just to be really clear, we do not rely solely on mergers and 
acquisitions to deliver superior returns to shareholders. In fact,  

Banners posted outside most Bunnings 
stores are much like a manifesto for 
customer engagement and satisfaction.
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the outcome would need to be very compelling, in order to 
justify investing a significant amount of capital on a significant 
investment. Post the divestment of Coles, and the divestment 
of Curragh [coal mine along with the Coronado Coal Group in 
December 2017] and Homebase, we will have a portfolio of 
businesses with strong growth prospects, with opportunities 
for investor capital to generate superior returns. These are not 
mature businesses, these are businesses that still have a lot of 
runway ahead.
So, spending on mergers and acquisitions is to come under 

new strictures, and is destined to meet a higher level of 
return certainty. If investment in mergers and acquisitions 
is to have tighter controls, where will that investment 
be shifted? Mr Scott outlined some of the internal areas 
where Wesfarmers plans to ramp up spending:

Wesfarmers has enormous potential to develop and better 
utilise extensive data and digital assets, and it is also clear 
that this is an area that supports group-wide investment and 
collaboration. In the year ahead across our group, we will 
be almost doubling our capital expenditure and operational 
expenditure in new technologies and digital capabilities. 
This will represent a greater proportion of our group capital 
investment. 
This focus on data and digital has two main points of 

focus in the company: the FlyBuys customer loyalty/data 
collection operation, and the development of the Wes-
farmers Advanced Analytics Centre.

The FlyBuys joint venture between Coles and Wesfarmers 
is an exciting opportunity to further invest in and expand 
FlyBuys, to accelerate its future growth. FlyBuys is a leading 
loyalty program in Australia, and as you would know from 
other large scale data and loyalty businesses, both here and 
around the world, these are valuable assets in their own 
right, whilst also being strategically important to key part-
ners. Now we see significant opportunities for FlyBuys, and 
believe FlyBuys is better able to realise its potential through 
the ongoing support, investment, and collaboration of both 
Coles and Wesfarmers. 
There is no question that FlyBuys will be stronger and more 
valuable to Coles by leveraging the broader networks of the 
Wesfarmers group. This creates the basis of the much larger 
ecosystem that can add value to FlyBuys members and, 
ultimately, our retail businesses. Maintaining a strategic stake 
in Coles further provides an opportunity for connection to 
reinforce the opportunities to collaborate in the data, digital 
and loyalty area.
The Advanced Analytics Centre is an effort to improve 

some of the research and decision-making efforts at Wes-
farmers:

An ongoing stake in FlyBuys will also support the develop-
ment of Coles’ and Wesfarmers’ broader digital and other 
capabilities, as will the investment that we are making at 
a group level in a centre for advanced analytics, which I 

This is what Bunnings does so much better than any 
other company in the Australian home improvement 
industry. This is the new Ozito Home 12-volt drill/
driver, for $44.98. That is for a kit (a kit, people) 
including a 1.5 amp-hour battery and charger.
That is backed up by a 12-volt multi-tool and a 12-
volt rotary tool. 
As HNN has noted in the past, the most popular drills 
in markets such as the US are 12-volt, as advances in 
technology mean these are able to do most of what 
an average homeowner needs. Plus, they are small 
enough to keep handy in a kitchen drawer.
Bunnings has backed that market up with the other 
two tools, making this a perfect hobby/craftwork tool 
set.
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foreshadowed at our half-year results. The Advanced Ana-
lytics Centre, as we call it, will assist in utilising data science 
and best practice analytics to enhance our decision making, 
develop new business opportunities and help solve prob-
lems across the group in a range of areas, including customer 
insights, pricing, ranging, sales force effectiveness, and supply 
chain management.
That is the broad outline for investment by Wesfarmers go-

ing into FY2018/19. What is missing, of course, is a note on the 
company culture, which was something the Bank of America 
Merrill Lynch analyst David Errington picked up on in his 
questions posed at the end of Mr Scott’s prepared remarks:

I am trying to understand what you’re saying today in regards 
to what the new Wesfarmers is going to look like in terms of 
culture, in terms of growth initiatives, in terms of your attitude 
towards where you want to take the company. Now you have 
mentioned the words “entrepreneurial initiatives” quite 
a few times, but you have also cooled the heels on 
expectations towards mergers and acquisitions. So 
the question I have is: what can we expect from the 
new Wesfarmers post the Coles demerger, post the 
BUKI exit? What can we expect from your management 
and your team that is different from what we have ex-
pected from the management teams from Wesfarmers, 
say, in the past 10 years?  
Mr Scott responded:

I see it as being really simple. Post the Coles demerger, 
we will have a portfolio of high return businesses that 
are generating better than market growth. They are 
businesses that are very well positioned strategically, 
they are businesses that we can continue to invest our 
capital in to deliver superior returns. 
So, it might sound a bit boring, but actually, [it is 
all about] running what I believe is a portfolio of 
exceptional businesses really well. I think we have 
demonstrated in our group that we can do that. Then 
[through] being really disciplined and opportunistic 
around our capital, and offering a smaller capital base, 
shareholders will do well out of that.
This, in the end, is the essence of what Wesfarm-

ers once was, especially as it developed under the 
stewardship of Michael Chaney, who preceded 
Mr Goyder as MD, from July 1992 to July 2005. Mr 
Chaney became chairman of the Wesfarmers board 
in November 2015, and is known to have close links 
to Mr Scott.

What has changed, however, since that earlier 
development of Wesfarmers, is the awareness of a 
need to better integrate the individual businesses. 
Mr Scott went further into this in response to a 
question from JP Morgan analyst Shaun Cousins:

In working through the opportunities with our divi-

A tablesaw (table and saw), 250mm blade: $179.00. Not 
enough for you? OK, a tablesaw (table and saw), 200mm 
blade: $89.99. And you might as well pick up a router table, 
which fits the Ozito routers, for $59.00. Bunnings is just very 
adept at finding the right product and the right entry-point. 
(We just hope they have classes in using the tablesaws, as they 
really are the one power tool that deserves maximum respect 
and caution.)
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sional leadership, over the last year or so, when I started to 
talk about this opportunity, our divisional teams are actually 
finding that there are significant opportunities to leverage this 
capability. It also helps when the Corporate Centre is paying 
for it, I should note! 
Just recently we had an offsite with our leadership team and 
we went through the use cases that we’re focused on here. 
What was really pleasing for me to see was I really didn’t have 
to say much. The team was engaged, sharing ideas, sharing 
learnings, and are already actively engaged in a number of 
use cases across the divisions where we are seeing improve-
ments flow through.
However, there was one final point that Mr Scott did want 

to make, and he made it with a certain level of acerbity, which 
indicates it may be personally important to him:

If I go back 20 or 30 years ago to when Wesfarmers set up the 
corporate business development team to provide some addi-
tional commercial support for divisions — that was somewhat 
novel at the time, right? It is not very novel anymore. 
In today’s world, given the range of opportunities available 
through data science and advanced analytics, we have the lux-
ury to invest in some very deep, specific specialist capabilities 
that we can then utilise across the group. 
To borrow from the American writer Mark Twain, the pres-

ent seldom repeats the past, but they sometimes rhyme. The 
Coles acquisition was in some ways necessary to an earlier 
Wesfarmers due to limits on the return in self-investment. As 
the role and value of data has increased, data generation and 
utilisation is eclipsing pure market investment, as it acts as 
an accelerator on market presence. 

At the moment, the gains to be made in data and an-
alytics are “cheaper” and more effective than direct mar-
ket investment. (To some extent this is also perhaps the 
underlying story as to why US big-box home improve-
ment retailer Home Depot pulled back from physical 
store investment to pursue digital and online instead.)

Bunnings
Mr Scott did start off his prepared remarks with 

what amounts to something like a final management 
farewell to BUKI. 

I did want to just touch on the recent agreement to divest 
Homebase to Hilco. This decision follows a very compre-
hensive review of the Bunnings UK and Ireland, which 
considered a range of options to improve shareholder 
returns. 
Now, while it is clear that the BUKI investment as a whole 
has been incredibly disappointing, we believe this divest-
ment under the terms agreed is in the best interests of our 
shareholders. The offer received from Hilco represents a 
compelling financial outcome relative to the alternative of 
retaining this business. I have been very open about what 

Yes, that is the Makita brand, smaller 
corded circular saw for $109.
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went wrong with BUKI, starting with overly optimistic manage-
ment forecasts  and plans, followed by poor decisions related 
to execution.
...
Importantly, the sale will free the group of operating losses 
and substantial lease obligations. It will also allow us to deploy 
our management time towards areas that will deliver more 
meaningful returns to its shareholders. 
Bunnings MD, Mr Schneider followed on from Mr Scott, 

and he also began by addressing the backdown from BUKI, 
and the logic behind this:

While the team under Damien McGoughlin’s leadership made 
some really good progress this year, and we have started to 
see some positive signs from that, heading into summer, from 
a strict returns perspective, as Rob talked about, it was difficult 
for all of us to justify further capital investment being spent on 
the business in the UK.
As I will talk to you about shortly, we see really significant po-
tential to continue to generate growth and strong returns from 
Bunnings here in Australia and in New Zealand. And in going 
forward that will be 100% of my focus.
A characteristic that Mr Schneider shares with the former 

managing director of Bunnings, John Gillam, is an ability to 
provide exceptionally deep and complex details in his pre-
pared remarks at Strategy Days. The difficulty is that some 
of the most significant remarks (for both Mr Gillam 
and Mr Schneider) crop up in the middle of what, to 
an outside analyst, appear as something like “mother-
hood” statements — important, but really reiterating 
past positions Bunnings has taken. These significant 
remarks look like reiterations as well, but actually intro-
duce small, important variations. Take, for example, the 
statement:

We talk consistently in our business of not standing still, 
constantly challenging ourselves in all aspects of our 
strategic agenda. We listen very closely to our customers 
and respond to their evolving needs. Our focus on growth 
remains strong, and I will expand on this later in my pre-
sentation. 
This introduces Mr Schneider’s core strategic re-

marks. It reiterates the Bunnings’ values of self-ques-
tioning, taking what customers say very seriously, and 
recognising that growth is the ultimate KPI, always, but 
can only stem from increasing the value returned to 
customers. 

Important, but not really anything new here. Yet this 
is then followed by:

Leveraging our physical platform, embracing technology, 
and the commitment to make our business even more 
simple to run, are focus areas that strengthen the core of 
our business, and allow us to invest in service, value and 
growth initiatives. 

Some earlier version of the Clever Cube 
did not seem to have the quality right, 
but they appear to have fixed that for 
2018. The concept has continued to 
evolve, with a range of accessories 
available as well.
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We are accelerating and significantly evolving 
our digital capabilities, to ensure the fantastic 
value our customers and local communities 
know us for are even stronger and more accessi-
ble than ever. This stretches our thinking both on 
markets and on channels.  
What is described here is an entirely new 

tangent for Bunnings. It represents something 
that we might think of as a “reversal of flow”. 
Previously, the use of technology — for exam-
ple, DIY videos, the online social community 
that Mr Schneider never mentions (workshop.
com.au, “supported by Bunnings”), even the 
core Bunnings website — were orbital to the 
company’s physical store presence. With the 
phrase “leveraging our physical platform”, 
instead of the usual planetary system of con-
nections, there is suggested instead a system 
where everything connects to everything else, 
with all of those connections near equal. 

Thus the connection between online and 
the physical store (eg., customers pricing items, 
checking availability), is equal to the reverse 
connection, between the physical store and 
online (eg., staff using the online platform to 
place special orders, saving time, and making 
better in-store customer service more easily 
achievable).

 This, in turn, opens up new areas to explore 
when it comes to markets and channels. New 
markets suggest new channels to utilise to 
service them, and new channels suggest new 
markets that could be served.

Segments of attention
This approach can clearly be seen if we look 

at the five main categories where Mr Schnei-
der sees potential for growth:
• commercial (trade, bulk supply)
• seasonality
• services
• smarthome
• digital

This is a mixture of many different types of 
opportunity: digital is a channel, commercial is 
a market, seasonality really relates to data an-

Bunnings is simply relentless when it comes to developing better 
ways to display product for selection by customers. The vertical 
display creates a visually compelling selection that makes it easy to 
choose a product. The display of large rugs, bottom, is particularly 
well thought-out and executed.
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alytics, services refers to aspects of the market which enable 
purchases, and smarthome is a product category.

It is possible to look at each one of these segments of atten-
tion, and to suggest ways in which the other four relate to it. 
However, to keep things simple, we’re going to look at the first 
four, and how digital relates to each of these.

Trade/commercial

Of the five segments, commercial is the one that attracts 
the most attention, both because it is a little familiar, and 
because it offers the greatest likelihood of immediate gains.

In the Bunnings view of this segment, it contains a wide 
range of the market, including: less qualified tradespeople 
(“blokes in utes”), fully qualified tradespeople, people engaged 
in repair, maintenance and improvement (RMI) activities, as 
well as the bulk order of building materials and bulk goods 
such as washbasins and toilets.

An element of this that seems to have become a little lost 
(especially for some financial analysts) is that growing this 
market primarily relates to increasing the spend of existing 
customers, rather than creating new trade customers. 

One indicator of this is research released to its clients 
by financial services firm Macquarie Wealth Management. 
Macquarie conducted a survey of 27 building trade firms, 
including builders, electricians, landscapers and plumbers in 
early 2018. For the sample group, the company states that the 
survey showed Bunnings was already a “preferred retailer” 
for 48%. It goes on to say that 68% viewed Bunnings positive-
ly, with only 8% seeing it as negative.

Encouragingly, some 28% stated they intended to increase 
their spend at Bunnings over the coming 12 months. The 
main drivers of increased engagement were: convenience/
location, customer service and product range.

It is well known by hardware retailers that Bunnings has 
long held almost a “lock” on certain key product categories 
— chief amongst these cordless power tools. While Bunnings 
does provide good access to power tools for DIY customers 
(Ozito and Ryobi brands, as well as Bosch “green” tools), the 
majority of its displays are made up of tools for the trades 
(DeWalt, Bosch “blue”, AEG, Makita). Even with the 
growth in specialty tool businesses such as Total Tools 
and Sydney Tools, Bunnings has a very secure position 
in this market. 

So we could state this increased focus on trade as 
being about how to get tradespeople, who are current-
ly buying cordless power tools, decking and cement 
from Bunnings, to buy more. As Mr Schneider made 
clear, Bunnings already has a lot to offer this market, 
and it is moving to enhance this through digital tech-
nology:

Bunnings has a strong trade presence 
online. It makes its PowerPass product 
available to apprentices, without requir-
ing them to have an Australian Business 
Number (ABN). 
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We are really excited about the opportunities in the commer-
cial side of our business. The width of range, sites, long trad-
ing hours, all create a very convenient offer for trade custom-
ers. We see opportunities to expand our focus and reach in 
this area through increased investment in service and brands, 
as well as value-add services such as mobile self-checkout for 
tradespeople who have our Power Pass app. 
In this environment, tradespeople will be able to load their 
vehicles, capture and transact their own sales, on their own 
devices, and have them checked off when they leave the store, 
making it a seamless and time-saving experience through the 
transaction stage of the business.
In response to a probing question by Mr Errington, Mr 

Schneider outlined just how large that market really is for 
Bunnings currently:

I think one of the things that we’ve been successful at now 
is that PowerPass has enabled us to see the trade customer 
more. Obviously, they sign up to the account, and we can then 
“see” them. [Prior to PowerPass] the trade customer was pay-
ing cash, or using a credit card like anyone else. 
In one way you would sort of say our trade business has grown 
faster than retail, but in fact it is just a conversion from a tradi-
tional form of payment to the PowerPass. So I think [growth] 
has been pretty consistent across both. I think that as we sort 
of think about the trade business, [while] there is a longer term 
view that commercial is only 10% to 15% of our business, what 
we see through the PowerPass part of the business is closer to 
25% to 30% comes from commercial. Which is actually really 
interesting for us in terms of the willingness of trade custom-
ers to shop with us. 
Our research still tells us that there are other brands out there 
that trade customers do like shopping at, and do enjoy, but 
the reality is that our feedback also tells us that they’ve seen 
a material shift in service quality, and the reliability of service 
at Bunnings, and they are choosing us increasingly and that’s 
great.
In answer to another analyst’s question, Mr Schneider 

was a little more explicit about the 
areas where he sees opportunity 
growing:

I think the trade market is a substan-
tial one. I think for a number of years 
we have been building up the par-
ticipation of commercial sales in the 
business from what it has been seen 
as in the past. I think tradespeople 
really do value the time that we are 
open and the convenience of the 
seven-day trade and long opening 
hours. 
PowerPass has been great, because 
we have come to know our custom-
ers and engage with them more, 

Tradespeople with utes and trailers lining 
up at Bunnings Alexandria in Sydney, 
November 2015. 
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and I think from a service point of view, that is good. Brands 
are very important. We already stock a lot of the leading trade 
brands. There are a few more that we will chase over time, and 
continue to work through those. 
But from an investment point of view, a lot of it is around ser-
vice and technology, there is not a lot of change to the store 
format, that we will need to bring about. But I think around 
merchandising and assortment, that will be the most signifi-
cant change.
Mr Schneider, responding to another question, also de-

scribed the way in which the Bunnings trade centres are 
evolving. Previously, as described by Mr Gillam, they were 
somewhat temporary trading centres for bulk goods, typical-
ly located close to high demand areas, such as large housing 
developments. 

What we have found is that, on trade centres, in some of our 
stores we have what we call a hybrid warehouse, so it actu-
ally has a trade centre built in. [For example] Tamworth, and 
Bundaberg, and outer metropolitan areas such as Hoppers 
Crossing. [There] you sort of have a bit of both. What we try to 
do is to build the right facility for the market, so you will see a 
mix of warehouses and, where it is relevant, trade centres or 
hybrid stores.
Outside of trade purchasers, bulk buying business also of-

fers opportunities the company has already begun to access.
Increasingly, we see strong demand from businesses which 
own large properties like hospitals and schools, for our 
products and services. The commercial market is vast. We see 
opportunities to dedicate efforts on building more substantial 
commercial categories across all channels. So that we offer 
more relevant brands at an attractive price, with the great 
convenience Bunnings is known for [directed at] our trade 
customers.
For example, we are getting a really good response to our 
commercial cabinetry offer, which has given us a great oppor-
tunity to sell our kitchen products into a much bigger address-
able market.
As to the overall size of the opportunity, and what Bun-

nings is likely reaching for, we can estimate its current size as 
being something like 25% of $14 billion in sales, or $3.5 
billion for FY2017/18. If Bunnings has a CAGR of 9.5% 
for the next three years, and successfully rebases its 
trade business by an additional $850 million (weighted 
at 150:250:450 over the three years), its revenue could 
reach $19.3 billion in FY2020/21, with revenue from trade 
at around $5.5 billion, or 28.3% of the total. (These are 
relatively modest estimates; CAGR of close to 10.0%, and 
a rebase of $950 million are possible.)

Significantly, this would mean that from FY2017/18 
to FY2020/21, Bunnings would have taken close to an 
additional $2.0 billion out of the overall trade hardware 
market. That would come mostly out of the topline 

Bunnings’ Ozito Power X Change brand 
provides consumers with an able brand, 
priced under Ryobi, with the same 
kind of system of shared batteries and 
chargers.
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revenue for independent hardware stores, including those in 
IHG, and smaller buying groups.

Seasonality

For Bunnings seasonality is really a case of fine-tuning 
regionality. As Mr Schneider describes it:

We are challenging ourselves to think more about seasonal-
ity in the business. And this will open up both new category 
opportunities, but also enable us to offer better service by 
segment and market. Naturally, we already think about sea-
sonality. However I believe we can do more to differentiate our 
proposition. 
For example, Dunedin in New Zealand or Hobart in Tasmania, 
versus Cairns or Darwin in the top end are materially differ-
ent climates, and therefore create opportunities to offer even 
more relevant products at different times to our customers. In 
addition we can do more to cater for our customers’ needs, 
whether they be in the mountains, or down by the water. 
As Mr Schneider makes clear, the key to seasonality/region-

ality is data analytics:
With our investments in data and analytics, and leveraging our 
longterm supplier relationships, we can tailor our offer to be 
even more relevant to our customers in the markets in which 
they operate their businesses or live in their homes. 
To some extent this is a “catch-up” with analytics that are 

already employed by big-box home improvement retailers in 
North America. However, that catch-up could be pretty quick 
and occur over just two years, as Bunnings already has a good 
base dataset, and only needs to add experimental test data to 
complete its view. 

Behind the scenes, driving this analytical approach will 
likely be some form of artificial intelligence (AI), which is 
able not only to predict the norm, but also make alterations 
to forecasts based on predicted weather patterns, and trends 
that develop. 

Services

Bunnings has already entered the services business, but 
has done so in a typically low-key but highly effective way. As 
Mr Schneider explains:

As part of our evolving thinking on range and offer, we can see 
opportunities to explore how our services offer can be ex-
tended. We have established a fantastic kitchen specialist 
business, with over 50 kitchen specialists working through 
our network, assisting our customers with inspiration and 
design for the kitchens that they have for their homes. 
When you think of other projects, such as bathroom and 
wardrobe design, it is really easy for me to see how this 
service can now be expanded. Beyond this, finding mean-
ingful ways to connect customers to relevant services is 
something the team is now working on. 

While the manufacturer of the Ryobi 
brand, Techtronic Industries (TTI), still 
continues to state publicly that the Ryobi 
brand is for DIY consumers, in Australia 
and elsewhere it has gained increasing 
popularity in the RMI (repair, mainte-
nance and improvement) industry. Its 
wide range of tools means that people 
working in building maintenance, for ex-
ample, can rely on a single type of 18-volt 
battery to power drills, string trimmers, 
blowers and even lawn mowers. You 
just aren’t going to find that many DIY 
customers who really need a five-pack of 
5 amp-hour batteries.
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After these prepared remarks, Mr Schneider went into 
even more detail in response to an analyst’s question:

We have understood for a long time that we serve two very 
clear markets: people who are doing things in their own 
homes, and people who are buying things to do things in your 
home. I think if we end up competing with our customers, you 
know, our trade customers, we end up fighting against some-
thing which is their own core business. 
What interests us is finding ways to enable our consumer 
customers to find those trade customers. I think that is really 
interesting. We have a trial at the moment on the central coast 
with HI Pages, as an example, where we are contributing to 
our understanding of what bringing to the consumer customer 
easy access to a trade customer is going to look like.
That said, Mr Schneider is also quick to point to how aware 

Bunnings is of the problems that comes with this:
We have studied global peers, you know, who do run services 
and installation businesses. They are usually higher cost, on 
the way in for the consumer, because you have a manage-
ment fee, and they are usually higher cost for the business on 
the way out, because we have got to fix up the mess that we 
made, and we tend to lose trust with the core customer. So 
we actually think that just enabling that sort of connection is a 
really good way to build a services model.

Smarthome

Mr Schneider introduced the potential of smarthome 
technologies relatively briefly, and alongside other categories 
(such as the arguably higher growth storage category):

We see an exciting step towards a change in the use of 
smarthome technology, as consumers become more aware of 
their uses and choose to adopt the easy to use technologies 
that improve their lives and homes. Amazon’s Alexa and Goo-
gle Home are representative of this shift, and we see a lot of 
opportunity to offer our customers complementary 
products in this smarthome space. 
However, the issue of the smarthome was 

quickly picked up by Mr Errington, really as a 
way to probe how Bunnings was thinking about 
handling an increasingly diverse and competitive 
retail sector that has become more generalised 
around the home. He asked:

Smarthome technology. I’m just interested as to 
what your views are on that... The reality is that as 
smart technology starts coming into the house, how 
can Bunnings protect itself, protect its market share, 
so that you don’t lose share of products to more 
high tech type retailers that can provide these sorts 
of things. How can Bunnings maintain that market, 
and how can you extend your offer, so that you are 
the go-to place for technology as opposed to just 
home improvement?
Mr Schneider replied:

Bunnings is also quick to pick up on inno-
vative tools. As of July 2018 it has begun 
stocking the Bosch nanoblade range of 
tools. These feature a think blade like a 
mini-chainsaw, which helps novices make 
difficult cuts in wood. While it is pricey — 
the cordless model shown below retails 
for $199 — it solves a problem for craft 
and minor home renovation.



47

hnn.bz

I think we need to really work hard to be known and under-
stood as a real destination for smarthome. I think we are doing 
a lot of work now through the website to actually bring educa-
tion and information to all of us who, I think, naturally think this 
is actually going to be a lot harder to bring to life in my home. 
I think it is a little bit easier today to put smart technology 
in, I think it is a little bit harder to retrofit into houses. I think 
[we need to] create access for our customers to the enabling 
technology, and I talked about the voice technologies of both 
Google and Amazon. I think there is certainly a place for those 
technologies in a home improvement retailer, and we see that 
in our global peers. 
As better products and easier-to-use products come to market, 
I think that’s where we are able to partner with our suppliers, 
who are really keen to partner with us on this, and help in-
novate and turn something that is still somewhat hard to do, 
into a very DIY project around the home. There are a lot of 
products that we already sell, for the smarthome, and I think 
we will just continue to build that awareness and educate our 
customers on that journey. But it is very important, and I think 
we are well-positioned with the supplier partners to play well 
in that space.
Asked about how long it would take smarthome technolo-

gy to become mainstream, Mr Schneider added to his reply by 
saying:

It is a pretty desegregated market. There is a whole range of 
technologies that is out there, and brands. My instinct tells me 
that over time that will consolidate to one or two. If you think 
back to the 1980s and VHS and BetaMax you think that even-
tually one wins, so I think there will eventually be one or two 
strong players in that. 
So we are obviously working with different brands to under-
stand that. At the moment I think it is really about what 
you need to do behind the wall to bring some of that to 
life, rather than just the in front of wall things, like switches 
and lightbulbs. My view is sort of a couple of years [for it 
to become mainstream]. I think it will come on us fast, like 
most technology does, but it is still pretty hard to say with 
any certainty.
Partly what Mr Schneider’s response does reveal is 

the difficulty an essentially analogue company like Bun-
nings (indeed, Wesfarmers) has when faced with some-
thing that is almost pure digital — ie., more software 
based than hardware based. 

If we think about the growth of the smartphone, 
this was largely through its development in three 
separate areas: versatile multimedia communications 
(voice, photo, video, messaging), wayfinding (maps, GPS, 
locative), and media (music, film, TV, radio, podcast). The 
smarthome takes the media component of this, but 
adds easier sharing. It also adds control of the immedi-
ate physical environment, such as lighting, heating and 
security.

The Ozito Electric Garden Vacuum is 
designed for homeowners with smaller 
lots, who simply do not have anywhere to 
blow leaves and other debris.
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Ultimately, at least in initial phases, the market is one of 
displacement. As HNN has written in the past, the decline of 
physical electronics shops such as Australia’s Dick Smith was 
partly due to smartphones displacing most of the devices 
they sold: cameras, video cameras, cordless phones, GPS sys-
tems, alarm clocks, radios, TVs, and even, arguably, laptops.

To cite one example for the smarthome, why buy a DAB+ 
digital radio, when for less expense you can buy a device that 
streams radio, plays almost any piece of music on demand, 
plays podcasts, and can read a book, or a fairystory to a child?

From the hardware view there may seem to be multiple de-
vices at work, but from the software view all you are looking 
at are different forms of the same audio interface, with only a 
couple different codecs to deal with.

Analysis
With the ink barely dry on the agreement to sell the Home-

base network of stores to Hilco, it’s evident that the plans 
presented at this Strategy Day for Bunnings are far from 
complete or comprehensive. That said, the extent to which 
Mr Scott has managed to shift the venerable Wesfarmers 
back to some of its original values, but with a clear focus on 
the markets and capabilities of the future, within just six 
months, is very surprising. 

As always, of course, there are some things we know about 
Bunnings, and others that we can guess, that do not show up 
in the Strategy Day briefing.

Bathrooms/plumbing

One of the areas that it seems Bunnings is planning on 
expanding further is plumbing. There have been some fair-
ly substantial rumours that the company has changed-up 
the supply line in China, with higher-end but still low-cost 
items in the pipeline. As Mr Schneider hinted when speak-
ing about services, its easy to imagine the company offering 
some of the same design services they offer for kitchens for 
bathrooms, and the maximum gain from this will arise from 
captive or own-brand fixtures.
Trade/commercial

The benefits from a PowerPass app that 
enables self-checkout should not be under-
estimated. It’s likely that this will also be 
the first place where the company offers a 
heavy-duty version of “click and collect”.

The key for Bunning to really accelerate its 
trade business may derive less from better 
in-store service, and more from finance, how-
ever. There is a great story in a book written 
by Norm Brodsky and Bo Burlingham titled 
“The Knack”. Mr Brodsky and Mr Burling-
ham for a couple of decades wrote a business 

While it is tempting to assume (and 
partially true) that the current resistance 
in the smarthome market is due to issues 
with standards, one major reason is sim-
ply price. Bunnings does offer the lowest 
price on the Philips Hue starter kit, but 
$144 for two lightbulbs is going to meet 
market resistance — even though each 
subsequent lightbulb is less than $30. At 
an estimate, the price breakthrough will 
come when Philips makes it possible to 
sell these kits for $99 — and they come 
with three lightbulbs.
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column in the US business magazine “Inc.”, and the book is 
something of a distillation of that work. Mr Brodsky relates 
an exchange between a friend of his and a wholesaler.

[Mike] grew up on the south shore of Long Island [New York], 
where his father owned a fish restaurant. The fish came from a 
company owned by a guy named Fred, who supplied numer-
ous restaurants in the region. One day Mike was talking to 
Fred about his business. “You want to know why I’m success-
ful?” Fred asked.
”Because you sell to a lot of restaurants?” Mike replied.
”No,” Fred said, “because I know what business I’m in.”
”You’re in the fish business,” Mike said.
”Not exactly,” Fred said. “I’m really in the banking business. I 
make loans to restaurants in the form of fish. You see, a restau-
rant is a seasonal business. Like any good banker, I know 
when my customers are short of cash, and I know when they 
are busy. I carry then during the slow periods and collect after 
they’ve had a big week. They pay me not only for the fish but 
for the credit I extend to them. I build the cost of the credit into 
my price.”
The point is that this form of lending is one of the key 

mechanisms by which independent hardware retailers 
attract builders to their stores. Cashflow remains one of the 
trickiest issues in all forms of building and construction. 
Many hardware retailers will “carry” builders for surprisingly 
long periods of time — and it’s not uncommon to find this 
sometimes goes wrong on them.

While Bunnings does offer terms of 60 days interest free on 
its PowerPass card, to really attract this end of the trade, they 
will likely need to find a way to provide a “float” of around 
$50,000 for at least 90 days, to trusted customers — though 
they would also likely be able to charge a modest interest 
rate, between 5% and 6% prorated per annum for the full 90 
day period.

Captive/own brands

Another key strategy for Bunnings is to make better use 
of captive brands for the trade 
sector. The company has already 
made a start with this, through a 
deal with Stanley Black & Decker, 
which recently acquired the Irwin 
brand of tools and accessories. 
As part of the revitalisation of 
the Irwin brand, Bunnings will 
gain special distribution rights in 
Australia.

Currently, Bunnings offers 
around 400 stock-keeping units 
(SKUs) for Irwin. These range 
from clothing/safety and barrier 
tape, to drill bits and circular saw 

While the wall of taps has been a great 
product display for Bunnings over the 
past four years, it is beginning to seem 
just a little dated. It’s easy to imagine 
how displays like this could be brought 
to life with digital technology — what 
if the display “knew” which style of 
bathroom fittings you had installed, and 
notified you via your smartphone of new 
accessories in that style? Easy to say, and 
the technology is not that hard to do, but 
creating appropriate content across a 
wide variety of brands and ranges would 
be difficult and expensive.
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blades. Irwin offers a cost-effective range, at a good point in 
terms of price/performance, and could prove especially popu-
lar with what Bunnings terms its light commercial market.

Store fitout

While Bunnings did substantially change many of its 
stores in response to competition from Masters, there is 
an increasing sense in going into even the newest stores of 
something of a dissonance between its intended markets and 
its merchandising. In particular, people under 30 may feel 
quite sentimental about the familiar Bunnings stores, but 
they are not excited by them.

It does look, from the floorplans of new Bunnings such as 
the one for proposed for the inner-Sydney suburb 
of Balmain, as though Bunnings may be exper-
imenting with some different fitouts. However 
it seems likely a more general revision might be 
needed over the next two years or so. A store that 
offers kitchen design, bathroom design, outdoor 
deck living design, and smarthome solutions 
might need to incorporate those uses in new 
ways.

Conclusion
If these strategies deliver the expected results 

over the next three to four years, it means Austra-
lia’s hardware retail industry will need to contend 
with a Bunnings that controls almost $20 billion 
a year in topline sales. That’s going to place some 
severe stresses on Metcash’s Independent Hard-
ware Group IHG), and independent retail buying 
groups as well.

Of course, there are many things that other 
hardware retailers can do to fend off the tactics 
of Bunnings. However, history shows that smaller 
retailers have not coped all that well with past 
competition from Bunnings. This could see reve-
nue for IHG contained at around the $2.0 billion 
to $2.2 billion range over the next four years, and 
an increase in the exit rate for small hardware 
retailers from its current 1% per year rate, to be-
tween 3% and 4%.

On a closing note, it is worth acknowledg-
ing that this new direction by Wesfarmers and 
Bunnings is welcome, but it has been built on the 
great advances made by Mr Goyder and Mr Gillam 
— something that both Mr Scott and Mr Schnei-
der would likely agree with strongly. Change like 
this is really a way of honouring and continuing 
that legacy, which itself was very much about 
change and innovation.

Kaboodle continues to evolve and improve its offer and presenta-
tion in Bunnings stores. It’s easy to see how this model could be 
applied elsewhere, and to differing product ranges.
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Something big is happening in the plumbing 
industry. 

The headline news of the moment is the move 
by the highly successful but previously some-
what passive Reece Group to expand its opera-
tions to the US through the acquisition of the 
Fort Worth, Texas based MORSCO. This was 
purchased from US private equity firm Advent 
International for USD1.44 billion. 

Meanwhile, behind the scenes, there have 
been rumours that Wesfarmers, especially 
through its Bunnings retail operations, is plan-
ning to increase competitive pressure in this 
area. One strong rumour is that Bunnings has a 
new line of products sourced from Chinese sup-
pliers and ready for launch in the final calendar 
quarter of this year.

PLUMBING OPENS  
THE DATA PIPE

Ian Watt who oversees 
the plumbing 
department for Mitre 
10 Diamond Valley, 
an exurban suburb to 
Melbourne’s north-
east. Even in large 
stores, plumbing has 
to fight hard for every 
half a square metre 
of display space. The 
Sapphire design has 
upped the stakes 
further, as it seeks a 
clean, streamlined 
look to product display. 
While earlier Sapphire 
stores showed a strict 
adherence to certain 
guidelines, today’s 
stores encourage more 
variety, and displays 
custom tailored to 
customer demograph-
ics and buying patterns 
at individual stores.
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Also, while it has emerged that Wesfarmers did not move 
to acquire a 3% stake in New Zealand based construction and 
building supplies company Fletcher Building (as suggested 
by Fairfax Media), there is a rumour Wesfarmers still has an 
ongoing interest in the company. One possibility would be 
that Wesfarmers might seek to acquire Fletcher’s struggling 
plumbing supplies business, Tradelink. Tradelink was the 
cause of a NZD153 million impairment for FY2016/17. While it 
has picked up performance in the FY2017/18, it remains a rel-
atively underperforming asset for Fletcher in a market that 
continues to grow.

Whether either of those rumours is true, what is certain 
is that Bunnings is planning to ramp up its efforts to supply 
plumbing to tradespeople. (Please see our coverage of the 
Wesfarmers Strategy Day 2018 in this issue for more details.)

Meanwhile, other plumbing supplies businesses in Austra-
lia have been innovating and seeking to engage the market 
in new ways. Samios (a member of the Hardware & Building 
Traders group) has been expanding its trade-oriented show-
rooms across Australia, and is about to launch a new own-
brand range of plumbing products.

Australian plumbing supplier manufacturer Linkware 
International has also been steadily building up its business 
over the past two years. The company has brought out a 
cleverly designed range of packaging for products aimed at 
the DIY customer, which have gained marketshare through 
Metcash’s IHG, in particular its Mitre 10 Sapphire stores.

So, what exactly is going on? On the face of it, this invest-
ment does make sense, as an increasing number of Austra-
lians are willing to invest more in the their bathrooms. The 
question remains, however: Why now? What has triggered 
this investment?

HNN believes there is a central source for these moves, 
one which runs through much of the big-end investment in 
plumbing/bathrooms. Those investments then have a flow-
on effect to the rest of the market. 

That central source of change comes down to just one, 
simple phrase: data analytics. What’s important about this 
change is that plumbing is just the first of several home im-
provement market segments that will be affected by this over 
the next five years. Australia has finally come to the stage 
where it needs to rapidly catchup with data analytical prac-
tices that have become common elsewhere in the world. 

To put it in the simplest possible terms: for today’s larger 
retailers, data analytics will become in 2019 what warehouse 
and transportation logistics were 20 years ago. It is that im-
portant.

A number of factors are driving that change. The plumb-
ing industry itself is undergoing some shifts. For example, 
quick-connect systems are replacing older methods of solder-

Plumbing opens to data

• Data analytics is set to have an 
influence on larger companies 
in the plumbing suppliers and 
bathroom fixtures industry.

• A good indication of future 
developments is what US-based 
big-box retailer Home Depot is 
doing today.

• The plumbing market has 
evolved to where the existing 
successful supply companies 
concentrate on the top 70% of the 
market.

• This is in part due to a misesti-
mation of non-completes in the 
bathroom area, which cluster to 
the lower-end of the market.

• Companies such as Bunnings 
could use the outsized lower-end 
of the market to eventually im-
pact the mid-market and even the 
high-end.

• Wesfarmers/Bunnings seems set 
to be an early entrant into the 
lower-end market through the 
use of data analytics, and as a 
consequence of its push to grow 
its trade-based business.

• The recent acquisition by Reece 
Group of US company MORSCO 
makes sense, as it seeks to ex-
pand from a lower growth market 
into a higher growth market with 
high potential.

• However, HNN speculates that 
in its opinion, Reece may also 
have acquired MORSCO in order 
to boost its development of data 
analytics, which would apply 
to both its Australian and US 
operations.

• For smaller independents, suppli-
ers such as Linkware, which offer 
comprehensive store merchandis-
ing for DIY customers, may assist 
in competing against larger, 
increasingly data-driven retail 
companies.
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ing for plumbers themselves, opening the field up to many 
new innovations.

Online retailing is also on the rise. Plumbing is expand-
ing quickly online in markets such as the UK. In Australia, 
Amazon is building its offer of plumbing fixtures and acces-
sories online, following on from its parent in the US, which 
offers dozens of products in categories such as showerheads. 
In slightly wilder online territory, Alibaba and its offshoot 
Aliexpress offer direct access to hundreds of Chinese-made 
products.

On a practical level, it is also true that the resources nec-
essary to manipulate and interpret big data have improved 
dramatically over the past two to three years. Companies 
such as Amazon and Alphabet (Google) now make mammoth, 
data-centric processing capability available on an hourly or 
daily basis, eliminating the need for companies to scale their 
own data operations. Processing power is available at a frac-
tion of the cost of 10 years ago, and new developments arrive 
on the market every two or three months.

Combined, these factors suggest that for major companies, 
and even larger mid-sized companies, those that have not 
developed some data analytics capability will be left behind 
in two to three years.

Background: data at Home Depot
The company with the most outstanding data practices in 

the home improvement retail market is, without doubt, the 
US-based big-box retailer Home Depot. At an Investor & Ana-
lyst Conference held on 6 December 2017, Home Depot senior 
vice-president and president - online Kevin Hofmann spoke 
at length about the importance of data to the Home Depot 
operations.

He began by giving an introduc-
tion to the sheer scale of data that 
Home Depot has available:

So I’ll give you some detail and 
some examples on investments 
we’ll be making, starting at the top, 
how we’re trying to become a more 
personal retailer. Becoming more 
personal will all start with the power 
of our data. Through our size and 
our scale, we have a great deal of 
data on our customers, their homes, 
their businesses and their prefer-
ences and needs. 
We have most of the US in our 
database, and nearly 50 million 
households of the country have 
been active with us in the last 12 
months. Through those interactions, 

Fletcher Building’s Trade-
link, despite having some 
troubles, continues to pro-
vide superb showrooms 
for the plumbing trades. 
The Tradelink showroom 
at Taren Point NSW, con-
structed to high standards 
by Hicon Building (based 
in Sydney), is an example 
of how practicality and 
style can work together.
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we are now modelling 1.7 trillion data points a week just from 
our own data sets. And we leverage our data — combined with 
third-party data sets, we have an enormous opportunity to 
understand communities, neighbourhoods and businesses 
at scale. This is all in the quest to understand our customers 
better. 
For Home Depot, one of the main uses of all that data is to 

model and develop its engagement with existing and poten-
tial customers. 

So let me give you some examples on investments we’ll be 
making. We will invest into capabilities that make us more 
location aware. When the customers receive those tailored 
weather-triggered ads or those messages influenced by their 
location, the customer’s going to expect to land on an expe-
rience that also understands their location, understanding if 
you’re in your home, at your place of business or in a store or 
not. In the example you see here, there are different product 
recommendations for Atlanta versus Boston.
We will also invest to build machinery to be more context 
aware, understanding if the customer is just looking for a 
simple $100 item or if they’re contemplating a full remodel 
project or understanding if they’ve been engaged for the last 
few weeks, trying to get inspired, and maybe they just need 
some design help. These are all important contextual elements 
that are vital to creating a great and easy customer experience. 
We’ll be investing to gather intelligence in real time to person-
alise the experience by the customers’ context and provide 
the best products, content and services for their need and 
situation.
And lastly, being persona aware. Personalised content curat-
ed for individuals, consumers versus Pros, DIY enthusiasts or 
novices. We will invest heavily to become a more personal 
store for the customer. So for example, when we recommend 
products to Pros, we’ll show them case packs and pro-grade 
brands. For the consumer, we’ll show them individual quanti-
ties.
Obviously, while the data can be used to deliver the best 

possible promotional experience to individual customers, it 
has a wide range of other uses as well. One area in particu-
lar is pricing, especially as it applies to online products (and 
therefore to in-store products as well). Just one sign of how 
serious Home Depot is about pric-
ing data, is the establishment of its 
BlackLocus operation. 

BlackLocus was a venture-fund-
ed startup, founded by Carnegie 
Mellon alumni with a passion 
for creative deployment of new 
technology. It was acquired by The 
Home Depot in December of 2012. 
Its engineers and scientists use 
disruptive techniques to analyse 

Every interaction with 
Home Depot’s mobile app 
is another data point for 
the company,
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data from online retailers. By applying machine learning and 
revenue management techniques, the BlackLocus platform 
enables intelligent retail software to identify opportunities 
for competitive advantage.

Beyond that, there is also the way that data informs cus-
tomer profiles, and can make this available to salespeople on 
the floor and elsewhere in the organisation. At the same in-
vestor day, Home Depot’s Bill Lennie, the executive vice-pres-
ident of outside sales and service, explained how one part of 
this works:

We recognise the need to equip our associates for success. 
One of the ways our PASAs [Pro Associates in the stores] 
have been able to deliver a 20% growth in account spend is 
through the My View tool found at the Pro desk. My View pro-
vides store and customer data in a simple format that arms our 
Pro sales associates with the information they need, empower-
ing them to serve our customers better.
Here’s an example [see Figure 1] of the store level data that a 
PASA sees when they go into My View at the Pro desk. As you 
can see, it paints a clear picture of activity at the store level 
as well as customer-specific information. When the associate 
drills down, he or she can get a great view of that customer’s 
spend pattern as well as potential opportunities for growth. 
The associates focus on 2 key areas of growth to help their 
Pro customers. Products, which are merchandising categories, 
that the customer may benefit from in their line of work; and 
services that provide business benefits that reduce friction for 
our Pros like credit, tool rental and delivery. New this year are 
alerts. Alerts indicate potential opportunities that customers 
may be missing based on their buying habits.
Finally, there are additional products with suggestions that 
may make sense given how similar customers spend with us 
today. All of these data points help facilitate a conversation 
between PASAs and our Pros, allowing them to highlight what 
we bring to the table in a tailored fashion.

Figure 1. The level of data available 
to sales at Home Depot enables sales 
associates to closely match solutions to 
problems.



57

hnn.bz

Home Depot has sometimes referred to its marketing and 
channel availability as providing “360 degree” coverage. Now 
its use of data analytics is moving towards a similar coverage, 
as it becomes more infused into most aspects of its commer-
cial enterprise.

Background: The market
GWA Group, makers of brands such as Caroma and Clark, 

provided a very good summary of the Australian bathroom 
market for their presentation to investment analysts. Figure 
2 shows slide 35 from that presentation. This is a market 
breakdown based on a 2x2 box that shows market size and 
position on the axes of experience and the form/function 
split.

If we think of Reece and most other mainstream retailers 
in the bathroom market, it’s evident that they provide ser-
vices and products that match up with four of the five mar-
ket segments diagramed. The one they all miss out on is the 
segment labelled as “The Novice”. 

Looking at Figure 3, 
one reason for this is 
apparent. The Novice 
segment is at the lower 
end of the quality/price 
incline. Even though it 
represents a hefty 22% 
of the total market, 
conventional thinking 
identifies it as a low 
margin, low expenditure 
segment. It’s notable 
that even GWA Group, 
which ramped up its 
Clark range specifically 
to provide better design 
and quality at a lower 
price point, effectively 
dismisses 80% of the 
Novice market segment 
as not viable for its 
products. Clark is really 
aimed at the Dreamer 
segment, and is designed 
to combine practicality 
with clear style/design 
elements.

However, HNN would 
suggest that the true 
potential of the Novice 
segment is quite under-

Top, Figure 2. GWA Group has defined 
these five consumer groups.
Bottom, Figure 3. This shows how these 
five groups rank in terms of price and 
quality.
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stated in these diagrams. This is likely accurate as a portrayal 
of the current, actual market, in terms of those who do com-
plete bathroom renovations. But what about the potential 
market, which would include non-completes, and those who 
give up in just the planning stages?

When taking over running the UK-based home improve-
ment retailer Kingfisher, its managing director, Veronique 
Laury, launched a lengthy survey over all the markets the 
company services, including France, the UK, Ireland, Poland, 
and other Eastern European countries. One result of that 
survey is the bathroom renovation journey diagram shown 
in Figure 4, which was part of a January 2016 analyst presen-
tation. This indicates that well over one third of bathroom 
renovations fail to be completed.

It’s likely that this is also a fair description of the situation 
in Australia as well. If so, then it is likely that the actual size 
of the Novice segment is around twice that ascribed to it by 
GWA Group — or over a third of an expanded market view 
that includes non-completes. This makes it a very significant 
segment — and one that is ideally suited to the model of cus-
tomer engagement that Bunnings uses.

In a recent interview with the UK newspaper Mail on Sun-
day, Ms Laury added some colour to this research:

[Laury] is adamant, after extensive research, that younger cus-
tomers are not the inept and lazy types that some among the 
older generations like to think.
What customers are looking for is someone who helps them 
make the right choice.
”It’s a myth – not true at all. They want to have a go but they 
haven’t been taught by their parents. They just need more sup-
port to learn skills,” she says, pointing out some of YouTube’s 
most-watched videos are for DIY jobs. 

Kingfisher’s diagram of the steps taken to 
accomplish a bathroom renovation.
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Ms Laury also thinks that home improvement’s expansion 
of do-it-for-me is overrated:

It is a question of money. Are you telling me the most success-
ful retailers are the low-priced retailers like B&M or Aldi and 
Lidl, and at the same time people are going to have trades-
men doing everything for them? Are you kidding?
It is a familiar retail story for the 21st Century: the market-

ers have remained fixated on the baby boomer generation, 
and have failed to see the opportunities in the emerging 
Millennial market.

Why plumbing/bathroom?
If this is the start of an industry-wide trend towards data 

analytics, why would it begin for the home improvement 
industry in the plumbing/bathroom category?

Let’s compare three rooms in the average home: the living-
room, the kitchen and the bathroom.

Think for a moment about your own livingroom, your past 
livingrooms, and the livingrooms of friends and family. If you 
make an inventory of what can be found in each of these, 
you will probably a little surprised by the diversity. The HNN 
editorial livingroom has a lot of books, a stereo system, a lot 
of magazines, a treadmill desk, a laser printer, a regular desk, 
an IKEA sofa, and a TV. Other livingrooms we know 
have multiple sofas, no books, no magazines, tables, 
comfy chairs — and so on. There is a very wide 
diversity.

If we think about kitchens, there are many ele-
ments that these do have in common: refrigerators, 
stoves, ovens, microwaves, cabinets, countertops 
and toasters. That said, however, all of these ele-
ments are very diverse. Fridges can be huge or very 
compact, stoves can be electric, inductive or gas, and 
so on. And there is also variance in terms of materi-
als, tables, chairs and so forth.

Bathrooms, however, are surprisingly standard. 
Around 90% of Australian homes probably make 
use of just five or six different basic designs. Plumb-
ing fixtures are very standardised in terms of basic 
size, fittings, how they work, positioning, and so 
forth. Yet while the basic requirements are heavily 
standardised, the specifics of those fixtures varies 
across a truly astonishing range of design and mate-
rials.

That situation — a fixed set of data points that 
vary widely — is ideal for any kind of data analytics. 
It makes it easy to trace trends and styles, and to 
assign these to different shopper personas, helping 
to build up a complex picture of the choices both 
consumers and tradespeople make.

Bathroom layouts tend 
to be very similar in 
terms of the components 
that are used.
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Wesfarmers/Bunnings
The development of the plumbing/bathroom cat-

egory at Bunnings actually owes much to its rivalry 
with Woolworths’ failed Masters Home Improvement 
venture. Masters introduced the use of “vignettes” to 
bathroom display, showing fittings in the context of 
a partial bathroom, as well as other, showier ways of 
displaying sinks, taps and vanities.

Bunnings responded at the time with its “wall of 
chrome”, a vast slatted board that displays around 100 
variants of taps, showerheads and spigots. This dis-
play has continued to evolve over the past five years. 
Bunnings also seems to have copied (with variations) 
some of the Masters displays, as well as borrowing 
from other retailers such as IKEA (which probably 
were an original inspiration for Masters). 

What is unique to the company, however, is an effort 
to more effectively blend its Kaboodle kitchen display 
areas with bathroom displays. It’s easy to see how the 
company can expand its kitchen design services to 
include bathrooms as well.

That move might be what is inspiring the rumoured 
refresh of the Bunnings plumbing lineup. We need to 
state again that this is, so far, only rumour, though it 
was mentioned to us by several sources.

Wesfarmers data analytics

In the larger picture, of course, what is most im-
portant is Wesfarmers’ move into data analytics, with 
Bunnings (once Coles has been divested) leading that 
development. While the managing director of Wes-
farmers, Rob Scott, has moved to sell off Coles itself, 
he’s also made sure that the company retains a strong 
share in its loyalty scheme, FlyBuys. 

This is a great strategy. To put it in perspective, 
imagine that you are with a company such as Reece 
Group setting out to compete with Bunnings. It’s bad 
enough that Bunnings has all the trade data it has 
collected over the past seven years from its PowerPass 
loyalty/credit card. It also will retain access to the mil-
lions of datapoints provided by FlyBuys, allowing it to 
crossmatch detailed data about buying behaviour. It is 
a massive amount of data, and it will continue to grow 
bigger, and remain current.

Reece Group
Writing about Reece is a little like asking an astrophysi-

cist to describe exactly what a black hole event looks like: 
It’s mostly noticeable by what isn’t there, rather than what 
is. With around 75% of the company controlled by a single 

Bunnings bathroom fittings displays in its 
inner-city Collingwood store, just outside the 
Melbourne CBD. While the vingnettes continue to 
evolve, the “wall of taps” has begun to seem more 
dated. There is an increasing integration between 
the Kaboodle kitchen displays, and the bathroom 
displays.



61

hnn.bz

closely linked set of investors — the Wilson family, 
who have played an important part in building Reece 
since back in the days when it consisted of just two 
stores — Reece has for many years behaved somewhat 
like a private company with public financing, in HNN’s 
opinion. 

It’s not just a case of occasional shyness, either. At 
the company’s annual general meeting in October 2015, 
Fairfax Media reports that the company’s managing 
director, Peter Wilson stated that: “We like to keep 
things a mystery.” That followed the company’s refusal 
to reveal organic (as opposed to acquisition fuelled) 
growth — a request made by the Australian Share-
holders Association.

What we do know about Reese does indicate it 
is a company that has achieved a high level of per-
formance over the past five years. According to the 
company’s annual report for FY2016/17, it has provided 
a five-year compounded annual growth rate (CAGR) of 
12.2% in sale revenue. Net profit after tax (NPAT) has 
grown at an even higher rate over the same period, 
of 15.4% CAGR. For FY2016/17, the company produced 
$2,429 million in revenue, and generated $212 million in 
NPAT. This represents growth rates of 6.7% and 10.2% 
respectively over the previous financial year.

This continued in FY2017/18, with the company 
reporting revenues of $1,332 million and NPAT of $106 
million for its first half. This represents growth rates 
of 12.1% and 15.1% respectively over the previous cor-
responding half-year. The company’s results suggest it 
will outperform expectations for FY2017/18. (Of course, 
it is unknown as to how much of this is growth based 
on acquisitions, and how much is organic.)

The question that great results like this do create 
is whether growth is originating in the better use of 
stable existing markets, or by gaining entry to new 
and growing markets. Reece’s Bathroom Life show-
rooms have begun to show their age a little. While they 
remain spruce, neat and very clean, the stock on dis-
play is strongly tilted to large bathroom renovations in 
existing detached dwellings. 

That remains a great market, but it’s unlikely to be the 
strongest growth market in major Australian cities in the 
future. It’s simply not the sort of place that young couples 
renovating or just redoing an apartment would go to. As for 
those in the Novice segment of the market, there is almost 
nothing for them at Bathroom Life — not even anything 
aspirational.

Equally, Reece’s consumer-facing online presence is some-
what uninspiring. At a guess, the design brief has been to 

The question that Reece faces is how relevant it 
remains. Is it where you go for bathroom fittings, 
or where your parents went? Bathrooms are at 
once getting larger in home renovations, but more 
people are experiencing compact bathrooms in 
multi-unit dwellings.



62

hnn.bz

somehow duplicate digitally the showroom experience — 
which sounds good, but the fact is that the digital and the 
physical are radically different shopping experiences. Reece 
needs to give some thought to developing a separate, all-digi-
tal style that appeals to a wider market.
Growth through acquisition

As mentioned in the introduction, the most recent land-
mark event for Reece has been its USD1.44 billion acquisition 
of US plumbing supplies company MORSCO. MORSCO was 
acquired by private equity firm Advent International in 2011, 
and since then Advent has steadily built the company up 
through acquisitions. Two major acquisitions were Murray 
Supply Co., a company engaged in the wholesale distri-
bution of residential and commercial plumbing prod-
ucts, on 15 September 2015, and Fortiline Waterworks, 
which is a wholesale distributor of underground water, 
on 31 October 2016.

According to Fairfax Media’s Australian Financial 
Review, the company stated that:

Reece had been carefully studying the US market for 10 
years and had been talking with MORSCO and Advent for 
two years. Serious due diligence had begun in January.
You can, as Reece has very effectively done, make 

a strong case for MORSCO being a good investment. 
Reece, it is reported, feels that it has run out of run-
way in its specialty plumbing products, as it has been 
the dominating company for so long. MORSCO is a 
very similar company to Reece, down to having similar 
consumer display/purchase centres. The US company is 
mainly located in the so-called “sunbelt states” (though 
it also includes operations in Ohio, Kansas and North 
Carolina, which — as a visit to any of them in January 
would inform you — are not in the sunbelt), a region 
still regarded as a high growth 
area — though ongoing declines in 
manufacturing may change this.

It all makes sense. 
Yet, it’s difficult, given Reece’s 

reputation, not to think that there 
is a little more to this picture. 

One aspect to this is that, if our 
suggestions about the makeup 
of the overall bathroom market 
are correct, the “runway” which 
Reece is running out of is only at 
the high end of the market. At the 
low end of the market, there is 
plenty of runway, and it seems to 
be increasing. This creates a dual 
challenge for the company: just 

Reece does offer its Base range, which 
is strongly targeted at buildings and 
plumbers, and is offered for sale online. 
Bunnings also offers a range of plumbing 
fixtures for sale online. It’s worth taking 
some time to compare the value proposi-
tion offered by both brands.
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as room in its preferred market is declining, room in 
another sector of that market more open to its compet-
itors is opening up.

If, as HNN believes, Bunnings is set to boost its 
presence in the lower-end of the bathroom market, it 
will, according to past patterns (Kaboodle, Ozito, Tactix) 
eventually have an impact on the middle, and even the 
high end, of the market as well.

But there is a way out. What if you could find a 
means to extract still more from existing markets, and 
from overall operations at the same time — like Home 
Depot has done? What if the acquisition of MORSCO 
isn’t just about taking on a pretty good company in a 
higher growth market, but is also about acquiring tech-
nical skills, and a wider distribution in which to deploy 
them?

We must note that what follows, as regards a pos-
sible Reece strategy, is less an analysis and instead 
research-based speculation based on opinion. It is also, 
potentially, an indication of a very clever move Reece 
has made.

The personnel story

Looking back through the recent history of Reece, 
there is one event that really does stand out. At the 
end of 2016 the company’s long-time head of IT and 
innovation, Mike Culnane, left the company. He had 
successfully completed a program that transformed 
the IT side of the company, including replacing Reece’s 
core business systems and processes and expanding its 
use of business intelligence, as well as the digitisation 
and automation of administrative processes, a rede-
velopment of the company’s point of sales systems, 
infrastructure and hardware upgrades.

Nothing unusual about that, as IT people move 
around all the time. But what was unusual was that Mr 
Culnane was replaced by the company’s chief financial 
officer (CFO), Gavin Street. What’s more, Mr Street as-
sumed a significantly different title, as chief digital and 
data officer. Meanwhile, another Reece executive, Sasha 
Nikolic, took over as CFO.

This was a role that Mr Street held until recently, 
when, as part of the announcements regarding the ac-
quisition of MORSCO on 7 May 2018, it was announced 
that Mr Street would resume his role as CFO, and Mr 
Nikolic would be going to the US as part of Reece’s liai-
son team with MORSCO.

There are three other personnel changes worthy of 
note. In August 2017, Reece hired Thomas Manoukian 
as its lead data scientist. A month later, John Ward 
joined the company as a senior data scientist. (Infor-

Top and middle, the LinkedIn pages of Reece’s most recent 
data scientist hires. 
Bottom, Allyn Moeller, director data and analytics at 
MORSCO, and also adjunct professor - machine learning, 
at the University of North Texas. Mr Moeller won one 
of the awards for 2017 Americas Data Heroes from Horton-
works, selected by a panel of industry experts.
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mation about these hires is based on LinkedIn posts.) And, 
most interesting of all, in April 2018, Allyn Moeller joined 
MORSCO as its director, data solutions, at MORSCO head-
quarters in Fort Worth.

HNN does not know for a fact, but we suspect the first 
two could be some of the first data scientist jobs offered 
by Reece. As to Mr Moeller, his previous job was with 
DHISCO (Distribution Hospitality Intelligent Systems 
Company). This is a leading company in the field of con-
solidated hotel bookings. It handles four billion shopping 
requests per month for over 100,000 
hotels. Mr Moeller was a Data Scientist 
Award Winner in 2017. To go from that 
to a large mid-size company that sells 
plumbing and associated products would 
seem odd — unless the task were to help 
establish data analytics across a much 
larger organisation.

Putting all this together — the shift 
in CFO, the shift back again, the hiring 
pattern, and the general attention to 
technology at MORSCO — HNN would 
speculate that, in our opinion, Reece’s 
acquisition of MORSCO has also been 
driven by a need to develop its data ana-
lytics to a new level.

That could mean either that Reece is 
preparing itself for increased competi-
tion from Wesfarmers, or that it does 
actually see room for further substantial 
expansion in Australia — or both.

The middle market
With the potential for Bunnings/

Wesfarmers and Reece to confront each 
other in the plumbing/bathroom market-
place, what can smaller companies to do?

Samios, a growing national company 
that originated in Queensland, might 
have some answers to that. The company 
is owned by the BGW Group. 

Samios was first opened in 1947 by a 
father and son team in Stones Corner, 
trading as a plumbing, hardware and 
earthmoving business. In 2004 the BGW 
Group purchased the plumbing side of 
the business, which was a perfect ex-
tension to the existing company, CNW 
Electrical. Continuing to grow, BGW has 
grown into a privately held conglomerate 

Top, HNN’s very gracious hosts at Samios in 
Geelong,, branch manager Shaun Craven and 
Jenny Hanson, showroom consultant, standing 
beside a Dorf display. Middle, the original Samios 
store. Bottom the Samios showroom and supplies 
building in Geelong, Victoria.
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that owns 17 companies in fields ranging from electrical 
and plumbing, to security and mining.

Samios today is made up of its Bathroom and Kitchen 
division, which provides showroom access to the latest 
trends, and Plumbing Suppliers, which serves the plumb-
ing and building trade markets.

With the Bathroom and Kitchen division, the compa-
ny has moved to duplicate parts of the Reece model by 
providing its own compact version of something like the 
Bathroom Life showrooms. These are different, howev-
er, in that they are aimed more at professionals, such as 
builders, plumbers and interior designers. However, they 
can also serve couples doing their own renovations. 

As an Australian-owned company, Samios has a prefer-
ence for Australian-produced goods, though in the current 
market the company has had to make wise compromises 

1

6 54
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The Samios showroom. 1) While not an extensive 
space, Samios manages to fit a lot of product into 
the available space. According to Ms Hanson, black 
tapware continues to be popular, continuing a 
three-year trend likely on into 2019. 2) Ms Hanson 
says that the predominant shape in bathroom basins 
remains the square or the “soft square”, with round-
ed corners. She says the longevity of this style has 
surprised her. When clients do choose a round basin, 
it tends to be in colour other than white, and usually 
with a decorative finish. 3) A view across the show-
room floor. Ms Hanson says the company is a strong 
supporter of the Clark brand from GWA Group, which 
sits below the company’s famous Caroma brand, 
which Samios also strongly supports. According 
to Mr Craven, Samios as an Australian owned and 
operated company, tries to support Australian brands 
wherever possible. 4) Disabled and assisted living 
fittings are a standard item for Samios. 5) Black is 
not confined to just tapware, with this proving an 
increasingly popular trend in basins and accessories. 
6) The Caroma brand display at Samios. The CEO of 
GWA Group, Tim Salt, has done a great job in bring-
ing the Caroma brand back to prominence through 
research and development, backed by marketing.
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to remain competitive. The GWA Group Clark brand is a par-
ticularly popular one (though they do sell Caroma as well). 
Established originally in 1941, Clark has been revitalised over 
the past two years, largely through the work of industrial 
designer Leonie Brickwood, and, for the accessories products, 
Formswell Design of Canberra.

The goal of Clark has been to replace some of the low-
er-end market products in the market with better designs 
that originate in Australia, and are then manufactured in 
China.

However, as with many other bathroom retailers and 
suppliers, Samios has also chosen to branch out into its own 
“home branded” products, so as to establish a better base 
in the market. These have yet to arrive in its stores, but are 
expected by the end of the year.

Independent hardware retailers
While smart mid-size companies like Samios, backed by the 

BGW Group, are able to explore a number of options when 
it comes to growing their business, despite future increased 
competition, what can smaller retailers do?

While it’s not practical for smaller retailers to set up dis-
play vignettes of any size in their stores, innovative suppliers 
such as Linkware International have managed to provide 
the next best thing. Paralleling the advice given by Ms Laury, 
Linkware have spent a great deal of time and effort designing 
simple store displays of plumbing products that pack a real 
impact, and make it easy for DIYers and others to locate the 
products they need for renovation, home improvement and 
repair.

Greg von Einem, marketing manager for Linkware, sat 
down with HNN to describe the range, and how it was devel-
oped.

In Mitre 10’s Sapphire store display of the Linkware 
products, a display board shows off the products 
that are available underneath, either in window-box 
packaging, or as hang-sell items. While this adds an 
element of direct choice for customers, it also reduc-
es the density, and therefore the maximum range, of 
product readily available.
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It will probably not come as a great shock to many in the 
hardware community to know that the origins of the range 
packaging redesign begins with a comment by (the inimi-
table) Carl Salem of Mitre 10, who told Mr von Einem, in his 
usual way, what he thought of the current Linkware package 
designs:

So we had this packaging...and Carl didn’t like it. We walked 
into a meeting and he said, “I don’t like it and you need to 
change it”. He is a magnificently strong personality [as every-
one in the industry knows], and he showed us some photos 
[of plumbing packaging] they had seen in Europe and we 
went, “Wow!” The things we noticed were about linear design 
in packaging, as in having a product that sits straight, and has 
linear and horizontal definition on the wall. So we took that on 
board.
Mr Salem managed to somehow overcome his natural shy-

ness, and add a few more helpful comments as well.
Carl also said, “I hate the backing card”. We are talking spe-
cifically about our Renew range which is a hang-sell range for 
repair and maintenance products. This is the stuff that sits on 
wall and is a bit self selling. He said: “I hate the look of it”. It 
was grey.
As is often the case, Mr Salem was right, and his comments 

spurred Linkware on to achieve something better.
So we came up with a bold new design. We also rationalised 
the packaging. We went through our products, and asked our-
selves: can we come up with a standard sized packaging for 
our handles, spindles, showers etc? We would then have dif-
ferent category groups, so that when we merchandise it, it will 
take up the same space in a horizontal or vertical area.

The top image, of the Renew spout 
range, shows the regularity that Linkware 
has achieved in its hang-sell product 
packaging. While there are multiple sizes 
of packaging, by making the different size 
of packaging in clear ratios to all the other 
packaging, the display assumes a regulari-
ty that is self-organising (to an extent).
At bottom, in one of Linkware’s own 
displays, the potential for achieving high 
density, while still retaining ease of access, 
and the “searchability” of the display can 
be seen. This system also makes it easy to 
both transition a display to new products, 
either seasonally, or as the range develops.
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Prior to that, it was like a game of Tetris — and we developed 
it into something like a very nice looking jigsaw puzzle. Today 
it is much more linear in its presentation, and more horizon-
tal. That means the overall effect is more pleasing to the eye.
We also looked at the packaging itself, the strength of the 
packaging. We had feedback that it was brittle and after a 
while, as it was taken on and off the hook, it would start to fall 
apart. So we basically made a different packaging and weld-
ed it stronger. That was the process we went through with the 
hang-sell Renew range.
While that sounds almost simple, in fact the process be-

hind the redesign was a long and involved one.
It’s fortunate that we have our own in-house graphic designer. 
We basically “spit-balled” it and asked ourselves: What are 
we? 
What we needed to do was to get the product to come for-
ward in the packaging. So she came up with, what I call the 
“Infinity” design, where the lines on the packaging get closer 
together the further away it is viewed. This gives the packaging 
a sense of depth, and it seems to help the product jump out 
visually. 
So there was a bit of good luck — I’m not a designer at all — but 
she threw some ideas out there. I like this [sense of] flowing. I 
didn’t want to make it about water. 
What started out as a purely visual project soon turned out 

to have practical advantages as well. 
When we were setting up the new product, we were always 
asked, “Can you give us a planogram?” And I always said, it’s 
pretty hard for us to give you a planogram because in this 
store we will get a wall that size and in another store, we might 
get half that. So I would explain to them, it is really about 
grouping the products so we have handles together and 
spindles together, and adjacencies and those sorts of things. 
If people are looking for a spindle then they might look and 
think, I might buy handle or I need a new tap etc. That’s the 
way the presentation and the modules work together.
The advantage to us now is, if we put a range into a store and 
12 months later they might say, it’s not really working for us 
because it might be too high or low for us in terms of where it 
sits in the market, we can actually just take that footprint off the 
wall and put another one up there. We 
don’t have to move the hooks. It’s ex-
actly the same packaging for a double 
towel rail, another toilet roll. It takes up 
the same footprint so the efficiencies 
in that have been fantastic. It was really 
important for us to get that right.
Once Linkware had the hang-sell 

range sorted out, Mr Von Einem 
moved on to the company’s tapware 
range. This was sold in boxes that 
sat on shelfs, and had its own unique 
range of problems.

When it comes to ranging, colour tells the 
story. For customers (and sales staff) who 
need to select items from ranges that can 
seem alike, though there are important 
visual differences in the details, clear colour 
coding makes the task much easier. The 
selection can be made at a distance from 
the display, and it is both quicker and less 
frustrating.
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We were able to utilise this window-faced packaging for our 
tapware. The problem with, what I call shoebox packaging, is 
that you might see the tap or mixer on display, you hear about 
it or you see a picture on the box, the tendency is that you 
open it — and the customer doesn’t care because they don’t 
put it back properly, or they look at it and say, “I just need that 
little button so I’ll take that...” So theft or pilfering, untidy dis-
plays become a problem. 
Mr von Einem developed some good solutions to most of 

those problems.
The window faced packaging sits up so they can see the prod-
uct, has a security seal so if it has been tampered with, you 
can see it. We can also put a display board of it. So if we’ve 
got a particular range, underneath the display board sits those 
products. It’s all in one spot. That’s what you see today, display 
boards that are side-by-side and have that uniformity. 
Making use of colour to improve the appearance of the 

products, while improving range identification, was another 
change that was made.

The colour coding, obviously we thought that is for differen-
tiation, but what it does is it merchandises beautifully. It looks 
nice, and as a customer, I know that all the blue packaging or 
the pink packaging is one product. As a store owner, my staff 
who might not know a sink mixer from a basin, but they will 
see a blue package or a green package, and understand. It 
has just made it work so easily, it’s self-selection. 
The point is, of course, that the great packaging is not 

there only to help out the customers, but the store clerks 
and salespeople as well. One reason that is so important is 
that independent hardware retailers struggle to find good 

The window-boxes developed by Linkware provide 
a rich display environment for the product. They 
also remove the need for the customer to open to 
package to check the product is correct, and what 
they need. With the addition of a security seal, this 
means sets remain complete, and customers can 
purchase with confidence.
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staff, especially when it comes to plumbing knowledge. The 
importance of staff, and assisting staff in their tasks, is some-
thing that Mr von Einem learned when he worked for Reece:

 I used to work for Reece many years ago. At the time, they 
probably only had 200 stores. And their marketing manager 
who is still there today, Adrian Palumbo, was my boss. I had a 
conversation with him one day, and I asked him, “What is the 
biggest challenge for Reece?” 
I’m thinking it’s getting branches, or managing their staff. And 
he said, “The biggest challenge is training and getting good 
staff”.
Now they do training better than anybody. And I thought, 
that’s an interesting comment. That a specialised plumbing 
operator struggles to maintain good staff. So how does a hard-
ware store with plumbing as 6% of their turnover get good 
staff? So that’s always been a passion of mine and I’ve devel-
oped training programs to help staff understand plumbing.
You can’t create a range of products and say there you go Mr 
Mitre 10 or Home Hardware store, there it is. Because they 
don’t understand. There are some good people of course, I’m 
not saying there aren’t any, but as a general rule, it could be 
better. In hardware stores people only go to the plumbing 
department on the weekend because the shower handle has 
come off, or there is a tap emergency, so they hustle down 
to the store and stand before a selection of spindles and the 

Apple seemingly changed the precepts 
of packaging design forever when it 
released the first iPods, and this influence 
can be seen in Linkware’s window-box 
packages. There is clear presentation 
of the contents, which makes selection 
easier for customers. The back of the box 
provides the dimensions, and details of 
the product’s two-year consumer warran-
ty. The seal on the opening at the right 
edge of the box both gives surety that the 
contents have not been tampered with 
(and makes change-of-mind returns sim-
pler), and provides an indication of where 
the box should be opened. The side 
hinges open, then the entire front of the 
box hinges open. Most importantly, the 
transparent plastic inner sleeve is in two 
parts, which are not welded together. You 
don’t need scissors to open the package 
at any stage, and it is easy to reassemble 
if that is required. It’s really a very high-
end approach to package design.
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17-year-old staff member who may be doing work experience 
may not be able to advise him properly.
After the initial success of the new design, Linkware ex-

panded this display coding throughout its ranges.
Next, it evolved into our accessory ranges, which are your 
towel rails and toilet roll holders. We had them in generic 
[packaging] and they are all hang-sell because we believe 
the customers needs to see what a double towel rail looks 
like. But the comment came back that, using our ranges as 
examples, you’ve got the Renew range, the Loui range, the 
Lauren range, and they couldn’t tell [which is which] because 
the packaging is all the same.
So we changed the card, and we drew from our experience 
with the Renew packaging and the colour coding in our tap-
ware. If you buy a Loui mixer, you can look for a Loui range in 
accessories. So the ease for the customer means they can find 
matching accessories and store staff can easily say, “buy this 
accessory because of the pink packaging”, for example.
As you might expect, this is a design story that comes full 

circle — and, of course ends up back with Carl Salem.
We have found that this approach has worked really well. It 
flows, and that is what we presented at the 2016 Mitre 10 
conference. And that is when — I was right behind him when 
he said it — Carl stood there with hands on his hips, and said, 
“We’ve finally fixed plumbing”. That was just — wow! When you 
get a compliment from Carl... [laughs].
There are two important factors that enabled Mr von 

Einem to successfully develop the packaging redesign: he 
received a lot of support from management at Linkware, 
especially its top man, Ray Sfeir; and the company itself has a 
unique manufacturing structure, which has enabled it to be 
more agile than many competitors.

I don’t mind saying that [the package design] was a very, 
very expensive exercise. There were a lot of big numbers on 
the spreadsheets, but as my boss Ray said, we only have one 
chance to get this right. We needed to say to ourselves, if it 
needed another two months to get it right then that’s fine be-
cause we want to get it right.
Linkware has its own factory in Ningbo, 
China, and we are unique in that virtual-
ly every other supplier in the plumbing 
field, even Caroma to this day — except 
the Tasman sinks — they just shop from 
factories. 
It is a customer supplier relationship 
whereas we pay the wages of 200 staff 
in our factory, we have board meetings. 
Their commitment is that they supply 
exclusively to us in the Asia-Pacific 
region and our arrangement is that we 
only source from them. Behind those 
factories is a very large Chinese com-
pany that is publicly listed with lots of 

Linkware showerheads displayed on a 
board.
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involvement in many industries everywhere.
While Linkware has set solutions to many display prob-

lems, the company is also aware that solutions need to be 
tailored as well.

You need to understand the store, tailor the package to what 
fits for them and then increment it. And our packaging allows 
us to create a lovely big display or a tight little corner in a 
rural store that delivers what they want. If you are only getting 
people who are coming in who want some cross handle tap-
ware and spend $60 maximum, that’s your hang-sell range. If 
the local plumber says, I want a better mixer, then we can give 
you that as well. So that’s you, that’s all you need.
 We talk to the store. Now you could have two small stores in 
rural Victoria, but one could have a Reece in its town but the 
other doesn’t. So immediately, it’s a different conversation. So 
we get involved and we understand each store, we understand 
the clientele. Is it an “old” area? So it needs a lot of mainte-
nance products. Is it a “new” area? Well then, you are not 
going to sell replacement products because they are building 
new houses. 
So we take all that on-board and then ask, How much are you 
going to invest in this? How much space do you have? It might 
be a relatively small store but with a large amount of space 
and then we think, well we don’t want to fill them up which 
would be great for the first sale but your turnover is not going 
to be there unless you could drive the business in. Equally 
there can be a big store that gives you a small area but you 
can turn over tons of it because it all happens out the back.
Of course, some retailers will tell you that they’ve heard all 

this before. Suppliers are infamous for promises. But there is 
at least one thing that makes Mr von Einem stand out:

I am a plumber by trade, from a long time ago. I have often 
heard the comment that people make plumbing hard because 
they can charge more money. Obviously it’s a protected trade 
so you must understand all these different scenarios, but I love 
explaining how simple plumbing can be I can explain how a 
tap works in less than 10 minutes and people can just under-
stand. 
I love being in the plumbing department when I am doing a 
relay [store visit] and a customer is standing there and I ask. 
“Can I help you?” And you’ve solved the 
problem in two minutes and they are so 
thankful and relieved.
In the end, the effort at better design 

wasn’t a company putting on airs: Link-
ware really wanted to solve a problem. 
That problem solving approach also 
flows through to the design of its prod-
ucts as well.

In terms of our touch points, my boss Ray, 
who is a very humble man, would say we 
sit with the “common” people. I under-
stand that a retailer might want Caro-

Linkware tapware displayed on a board.
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ma on their product tag, but to me that’s not where the bulk of 
the business lies. 
We sit in that pocket between the 10% and the 80%. It’s like 
the 80-20 rule; 80% of the business in a hardware store, 
it’s doubtful you are going to sell a $200 mixer at retail in a 
hardware store day after day after day. But you will sell 20 $80 
mixers that week because it could be there is a builder who’s 
doing a renovation so he wants to make some good mon-
ey. We are pretty confident that our products, even if we sit 
in that “volume” area, have good quality, and that has always 
stood up for us.
It’s really a form of personal relationship to plumbing, to 

the people who sell it in-store, and those who end up using it.
We are looking to grow the Link Care range. The distinctive 
features of a disabled toilet are that it is longer and higher 
to allow for the transition out of a wheelchair onto the seat. 
The seat has lugs in it so it doesn’t move and cause pinch-
ing. There is colour coding required for it to be a fully accred-
ited disabled toilet so there is a blue seat for a blue button, 
and the grey seat goes with a grey button, which they use in 
nursing homes for visually impaired people.
But we also do a white seat and a chrome button, we also call 
it an “assisted living” product not disabled. Because if you 
called it a disabled range then a lot of people don’t want dis-
abled products in their homes! 
We also have an assisted living shower product that we sell 

In one of Mitre 10’s Sapphire stores, the 
Linkware display all comes together to 
create a rich experience for DIY customers.
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a lot of to nursing homes because they feature an on and off 
button.
I always say to my staff to go look at a plumbing display as 
a customer would look at it. Does it make sense to them? If 
they’ve got a leaky tap, what else can we do by the way we 
merchandise it to build the sale?

Analysis
To make explicit the point that is made by implication 

above, HNN really is saying that much of what larger compa-
nies can do through data analytics can be matched by smaller 
independent stores that pay more direct attention to mer-
chandising and customer experience. 

When Bunnings (and potentially Reece as well) get data an-
alytics running at a high rate, they will be able to know what 
products to offer where and when in their warehouse stores. 
For independents, it all comes down to their management 
understanding their markets, and communicating the sales 
paths needed to floor staff. 

Importantly, independents will not be able to do that effec-
tively, unless they form strong relationships with good sup-
pliers (such as Linkware) which can offer intelligent, well-de-
signed merchandising, and make use of their own internal 
data analytics to help hardware stores make better choices.

In the simplest possible terms, what is going to happen 
over the next three years will be all about data analytics for 
the big companies, while for the smaller independents, it’s 
about the intelligent management of supplier relationships. 
That means a shift out of a pure concern about price and 
supply, and a focus on forming a relationship where there are 
clear and certain benefits for both.
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Well, I’ve been down so Goddamn long
That it looks like up to me
Well, I’ve been down so very damn long
That it looks like up to me
Yeah, why don’t one you people
Come along and set me free

Those tough lyrics, from the American 
rock group The Doors, were recorded at the 
very end of the sixties, and appeared on the 
group’s last studio album, L.A. Woman. They 
might well serve as an anthem for the Austra-
lian economy over the past decade, as it has 
struggled along, troubled at first by the global 
financial crisis (GFC), then later plunged into 
a kind of sustained stagnation when mining 
development ended. After enduring so much 
toil and trouble, does anyone — including the 
economists — even know what “up” really 
looks like anymore?

TIME TO INVEST 
IN RETAIL

Taxi drivers in the US city 
of Portland in Oregon 
protest competition from 
the Uber point-to-point 
transportation service.
It didn’t work.
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Yet by most judgements, the numbers that indicate the 
health of the Australian economy do show that things are 
looking up. In fact, many economists think that for the first 
time in the past troubled decade, there is room for a bit of 
optimism. Some of them are even using the second “R” word: 
recovery.

If it is something of a recovery, it’s the type of recovery 
where the patient is sitting up in bed and talking, not ready 
for dancing as yet. Unlike in Australia’s “boom” moments, 
where a single very good number drags up some other num-
bers, and renders the rest a little less relevant, the current 
situation reflects several small but good indications. For 
example, the National Australia Bank (NAB) Business Survey 
indicates that business conditions and capacity utilisation 
are considered as good as they were before the GFC, while 
business confidence continues to be positive, but only mildly 
so.

The Reserve Bank of Australia (RBA) is forecasting growth 
in gross domestic product (GDP) to be at 3.5% for the June 
quarter of 2019, with unemployment down from 5.5% to 5.25% 
(average), and inflation pegged at a low (but healthy) 2.25%. 

There are already indications that this forecast for growth 
is sound, with 2017/18 likely to record GDP growth of 3.1%, 
higher than initially expected.

All that sounds good, but at the moment there are two 
metrics which, while not negative, do indicate that it will take 
some time for average Australians to see measurable benefits. 
Those are the numbers for growth in wages and business 
investment. 

Wage growth
Wage growth in particular is down from a historical rate 

of between 3% to 4% per annum, to a “clustering” around 2% 
per annum. The governor of the RBA, Philip Lowe, offered 
some possible reasons for this in an address to the Australian 
Industry Group on 13 June 2018 in Melbourne. 

Predominantly, he suggests that excess capacity in the 
labour market, not accurately reflected in employment num-
bers, might be undercutting a push for higher wages. The 
overall factors included:
• 25% of those working part-time (33% of the workforce) 

would like to work more hours (ie., they are underem-
ployed). This enables the absorption of increased demand 
for labour, without shifting the unemployment numbers.

• Higher workforce participation, which increased from 
63.4% in 2004, to 68% in 2017.

• There are fewer highly paid jobs in the resources sector.

The investment dilemma
• Statistics indicate the Australian 

economy is growing stronger.
• However, two main brakes on fu-

ture growth are low wage growth, 
and a low level of business 
investment.

• Major home improvement 
retailers are investing in data 
analytics.

• Other investment may be stalled 
as there is uncertainty and 
concern over digital disruption to 
existing business models.

• Future developments for inde-
pendent hardware retail could in-
clude the pursuit of value-based 
arrangements with suppliers 
rather than simply cost-based 
ones.
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Structural economic change
However, Mr Lowe also points out that it would appear 

there are structural changes at work as well. Chart 1 illus-
trates the graph of results from the NAB’s business survey 
as regards firms which considered labour as a constraint on 
business growth, compared to the wage price index. As this 
shows, while the two were somewhat in accord up until 2013, 
after that they diverged widely.

Mr Lowe speculates that worker supply and a decrease in 
bargaining powers may have contributed to this divergence. 
However, he does also point to another, more recent impact:

[A]nother important part of the story lies in the nature of re-
cent technological progress.
There are a couple of aspects of this progress that are worth 
pointing out. One is that it has been heavily focused on soft-
ware and information technology, rather than installing new 
and better machines – or on intangible capital rather than 
physical capital. The second is that the dispersion of technol-
ogy and productivity between leading and lagging firms has 
increased, perhaps because of the uneven ability of firms to 
innovate and use the new technologies.
Mr Lowe goes on to expand on how differing rates of adop-

tion of technologies affects growth in wages:
The returns to those who can develop and best use infor-
mation technology have increased strongly. These returns, 
though, are often highly concentrated in a few firms and in 
only certain segments of the labour market. At the same time, 
the firms that are not able to innovate and take advantage of 
new technologies as quickly are slipping behind and they feel 
under pressure. As a way of remaining competitive, many of 
these firms are responding by having a very strong focus on 
cost control. In many cases this translates into a focus on con-
trolling labour costs. This cost-control mentality does not make 
for an environment where firms are willing to pay larger wage 
increases.
This inability to innovate leads 

to a relative drift backwards in 
productivity, which leads to wage 
constraint.

Business investment
Taken overall, business invest-

ment is at the lowest level it has 
been since the recovery from the 
recession (the other “R” word) of 
1993. 

Of course, that single number 
doesn’t really tell the whole story. 
For example, there are big dif-
ferences between mining based 
investment, and non-mining based 

Chart 1. The divergence 
from past synchonicity 
indicates structural 
change.
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investment, as well as between investment by private busi-
nesses and non-private businesses. Investment by private 
businesses in mining has been in a slump since 2013, contract-
ing by up to 25% in terms of year-ended growth, up until 2017, 
when it reached 0% contraction. Meanwhile, private business 
investment in non-mining activities surged in 2014 to 10% 
growth, contracted in 2016, then surged back to 10% in 2017.

The weakness in non-mining investment in Australia was 
highlighted in a speech given by RBA deputy governor Guy 
Debelle on 13 November 2017 in Sydney. Mr Debelle outlined 
the global economic situation as regards business investment 
by pointing out that:

Australian non-mining investment (in real terms) is currently 
around 17 per cent higher than it was at Q1 2008. By way of 
comparison, investment spending in the US has increased by 
about the same amount, while in the UK it has risen by 13 per 
cent, by 3 per cent in Japan but in the euro area it is still 4 per 
cent lower than in 2008.
In all of these cases, this is a disap-
pointingly low level of investment 
spending.
In summarising why there 

has been under-investment in 
non-mining activities, Mr Debelle 
concludes:

[I]n reviewing possible explanations 
for why investment in the non-min-
ing sector in Australia has been 
weak, the most powerful reason 
boils down to firms’ expectations of 
future demand, otherwise known 
as animal spirits. Mining investment 
was strong because expectations 
for future demand were high and 
there wasn’t that much uncertainty 
around that expectation. Expecta-
tions of demand elsewhere have 
not been strong.
This is an area that was also 

covered in the Stan Kelly Lecture 
delivered by RBA assistant gover-
nor Luci Ellis on 15 November 2017 
in Melbourne, entitled “Where is 
the Growth Going to Come From?”. 
According to her:

[T]he average productivity of firms 
in an economy depends on three 
things.
-How quickly the leading firms in 
that country adopt the technology 
and match the productivity levels 
of the globally leading firms in that 

Top, Chart 2. While in 
Australia, non-mining 
investment has levelled 
out, mining investment 
has dived, dragging 
down total investment.
Bottom, Chart 3. This 
shows slightly better 
investment patterns in 
some other countries, 
but levels remain low.
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industry.
-How large the leading firms are in the national economy.
-How quickly the laggard firms can catch up, once the national 
leading firms have adopted a particular technology.
The findings of this research suggest that this last factor – the 
rate of technology adoption – has slowed down since the turn 
of the century.
Ms Ellis goes on to outline what factors help to produce 

innovation in an economy:
The drivers of innovation, like the drivers of creativity more 
generally, are hard to pin down. But the literature does provide 
some pointers to them. First and perhaps most important is 
simply to grow: growth is more conducive to innovation than 
recession is. Recessions do not engender “creative destruc-
tion”; they produce liquidations, which are destructive de-
struction. Indeed, when labour is plentiful, there is not much 
incentive to invest in productivity-boosting technology. And 
when everyone’s sales are weak, there is not much incentive 
to invest to try to increase them. There is nothing quite like a 
tight labour market to make firms think about how to do things 
more efficiently.

Coincidence
Dealing with the overall Australian economy, it’s hard to go 

much further than speculation when it comes to these mat-
ters. However, if we look at a specific industry sector -- such 
as retail, and with even more of a focus, hardware retail -- it’s 
possible to be a little more certain.

Looked at from that point of view, increasing staff num-
bers, increasing wages and making substantial business 
investments can all be seen as forms of investment in the 
immediate future of a retail business. These choices are made 
based on the retailer’s forecast for growth over the next year 
to two years.

We can return to Mr Lowes’ comments on technology adop-
tion, that:

...the dispersion of technology and productivity between 
leading and lagging firms has increased, perhaps because of 
the uneven ability of firms to innovate and use the new tech-
nologies.
 Mr Lowes’ comments are helpful, and likely accurate, but 

they leave a big question hanging: what is the source of what 
he describes as an “uneven ability” when it comes to retail?

Certainly, there are strong reasons to adopt new technolo-
gy.  This could be either to affect the market for retail ser-
vices, or to improve efficiencies internally. 

In the past, when it came to moving to barcodes and POS 
systems, retailers have been relatively early adopters. How-
ever, as studies have pointed out, in the post-GFC era — and 
especially over the past six years — the pace of new technolo-
gy adoption has slowed significantly in Australia.
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Data analytics
For larger companies in home improvement retail, the time 

has now arrived where they do feel confident in making large 
investments in technology, especially data analytics. In this 
issue, our article on the Wesfarmers Strategy Day outlines 
moves the company’s managing director, Rob Scott, to acceler-
ate data analytics, including the creation of an internal centre 
for data analytics, and ongoing investment in the customer 
rewards program FlyBuys. 

One interpretation of Wesfarmers’ strategy is that the 
company’s previous MD, Richard Goyder, persisted with Coles 
precisely because it acted as a hedge against the digital trans-
formation of business. The Australian supermarket industry 
has become a long war of attrition, with cost containment 
matching lower prices, rather than the pursuit of innovation. 
By ditching Coles, Mr Scott is moving out from behind those 
barricades, and entering into the digital world, with the pros-
pect of finding greater returns — though this new terrain 
also carries considerable risks.

Elsewhere, as our article on plumbing indicates, we specu-
late that Reece Group may be making a similar move, asso-
ciated with its acquisition of MORSCO in the US. In Reece’s 
case that move (if HNN’s speculation is valid) might be an 
alternative to self-disrupting by finding better access to the 
low-end of the Australian market, where much of the growth 
is set to come over the next five years. Data analytics, besides 
being the key to the US market, could help it extract more 
value from its current mid- and high-end markets.

Mid-size and independent hardware retailers
What about technology investment by smaller retailers? 

Why has that been so low, and what could enable more ex-
penditure on this kind of productivity improvement?

It is usually not helpful to suggest single causes to any-
thing that happens in the economy, but we can point toward 
what may be some of the more dominant forces. One of those 
forces that HNN believes is currently at work in the Austra-
lian retail economy is something we call the “Taxi Medallion 
Anxiety” (TMA) factor.

The story of the decline in the value of taxi medallions 
(which grant the right to operate taxies in various jurisdic-
tions) after the entry of Uber and other “gig economy” point-
to-point transit companies is something most Australians 
are aware of. In New South Wales (NSW), Uber launched 
in Sydney in November 2012. The service attained full legal 
status in December 2015. Shortly before it became fully legal, 
around October 2015, the resale value of taxi medallions dived 
from close to $400,000 to a little under $200,000. 

By ditching Coles, 
Mr Scott is moving 
out from behind 
those barricades, 
and entering into 
the digital world, 
with the prospect 
of finding greater 
returns — though 
this new terrain 
also carries 
considerable risks.
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If we look around at a range of Australian business activi-
ties, we can see that there could be, in many if not most cases, 
a taxi medallion situation developing. This gives rise to TMA, 
where businesses feel locked into an uncertain situation. If 
they invest in their current business models, will they find 
that investment wiped out by changing circumstances? If 
they do invest in some technology, how will they know that 
will not simply turn out to be irrelevant, or not a match for 
the standards that do develop?

We don’t have to look very far to find the key source of 
TMA in retail. Ecommerce operations such as Amazon, or, 
more specifically, Sydney Tools, seem likely to impact a range 
of retailers, as they continue to develop and grow market 
share.

Of course, there is a big question mark hanging over 
whether ecommerce is a good match for hardware retail. 
Bunnings has been slow to enter that field, despite having 
one of Australia’s most popular retail websites. To begin with, 
the company has wisely hedged its bets: it has ecommerce for 
“special order” items, which has made that part of its business 
run more smoothly. Since then it has been steadily expanding 
what it has on offer, into areas such as plumbing, with an in-
tent to offer goods such as sheds and mature trees via online 
ordering as well.

For smaller retailers, from a purely revenue basis, it is 
simply hard to see how standard ecommerce is going to work 
out. Getting an active ecommerce website is not that hard to 
do, but servicing orders — accurately picking stock, packing 
stock so that it survives shipping, getting the stock into a 
transport system — is surprisingly time-consuming and diffi-
cult. Not to mention having to handle returns as well. 

In fact, when you talk to smaller hardware retailers about 
this, it turns out they are usually depending on ecommerce 
not being very popular, enabling them to service it with a bit 
of extra staff time. This means they have low expectations of 
making a profit on it. 
They see it more as a 
marketing exercise.

If ecommerce isn’t 
the answer, then 
what is? We end up 
back at the actual 
hardware store, 
looking it over to see 
if there is any way 
to add technology to 
it so as to increase 
efficiency and better 
market to custom-
ers. What would 
work?

Chart 4. After Uber was legalised 
in NSW, taxi medallions went into a 
free fall fo valuation.
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It turns out that, for most retailers, any kind of technolog-
ical improvement has to be highly vertical. That means that 
not only will “generic” solutions aimed at “retailers” not work, 
but that even solutions aimed at specific categories of retail-
ers — such as “hardware”, “lighting” or “fashion” — need to 
engage with specific types of customers, and not just every-
one who might enter a store.

Let’s take an example for hardware retail. It is relatively 
simple today to add a “notification beacon” (iBeacon or Eddy-
stone beacon) to an in-store display. This is just a very small 
electronic circuit hooked up to a Bluetooth radio transmitter, 
which transmits nothing else except a short identification 
number. When a mobile phone gets in range of that transmit-
ter, if it is running an app for the store, a number of events 
can be triggered, such as downloading a unique discount 
coupon to the mobile phone, and notifying the phone’s owner 
about this.

Let’s suppose such a beacon is installed on the display for 
a supplier of measuring equipment, including tape measures, 
bubble levels, laser levels and metal rules, across a range of 
participating retailers. One of the company’s laser levels will 
be made obsolete in three months, and the company knows 
there are three stores carrying high levels in stock of that 
level.

Using a management console on a PC or tablet, the catego-
ry manager can select each of those stores, and adjust certain 
settings. One store may have quite a few of the obsolete level 
in stock, so it might get a discount coupon setting for $30 
for 80 coupons in total. This might be limited only to those 
customers with a trade account at the store. A second store 
with fewer of the levels in stock might get a discount coupon 
for $20 for 50 coupons, and the final store a discount coupon 
for $10 for 30 coupons.

When a trade customer enters one of these stores with the 
app running on his phone, and gets within five metres of the 
display, the app will download the coupon, and notify the 
user. The coupon will be time-limited to just an hour or two. 
Should he decide to use the coupon, he takes the level to the 
checkout, and shows the coupon to the checkout person. The 
coupon is scanned by the store app, and the amount deduct-
ed from the sale price.

Meanwhile, back at the supplier’s headquarters, all of this 
activity is monitored. Once the maximum number of cou-
pons has been issued, more coupons are issued as unused 
coupons expire. The supplier can see which coupons get used 
where, when, and at what discount level, instantly. Reconcili-
ation amounts to crediting the store’s account with the total 
coupon discount. (This is likely a more “active” use for the 
marketing rebate money some suppliers typically pay.)

A fairly standard small iBeacon, about 
3cm to a side. Inside, a relatively large 
battery, and a very small circuit board. 
iBeacons use Bluetooth to push out 
a signal that includes a long UUID, a 
major number, and a minor number. 
Total range is usually around 30m, but 
effective use range is usually set to 10m 
or less.
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It’s probably evident that such a system could be used for 
a variety of needs. It would be possible, for example, to test 
price sensitivity, and to introduce new products to sensitive 
markets. It amounts to a live-wire link to actual store activity.

However, there is a major obstacle. The app that is utilised 
must be loaded on the customer’s mobile phone. It doesn’t 
need to be in for the foreground, as the iBeacon will activate 
it, but the iBeacon can’t make the app load. (There is a slight-
ly different situation on Android phones as opposed to iOS 
phones, but it’s not that much better.) 

What does that mean? It means that for this system to be 
effective there should be a reason for the user to use that app 
everyday. That likely means some kind of aggregated services, 
such as accounting, lead generation, customer relationship 
management and so forth. Also, a single app that can service 
a range of hardware stores is more likely to be successful 
than individual apps for each hardware store.

The main question that emerges from this is, who would 
make such an app, and how would it be paid for? While the 
potential for increasing revenues and managing products is 
high, there’s not a single identifiable profit centre that bene-
fits specifically from the app.

What is likely is that over time some adjacent uses of a sim-
ilar app will appear in retail in general, and these will eventu-
ally be customised for hardware retail. Predicting when and 
how that will happen is difficult.

Conclusion
The reality about business investment, at least in Austra-

lia’s retail sector, is that while many businesses are likely keen 
to invest in new technologies, there is an absence of carefully 
made, home-grown technologies that will suit immediate 
means. 

Some of this relates to a long-standing cultural difficulty 
Australia has in funding truly innovative projects through 
venture capital: there simply isn’t that much of such capital 
around. However, HNN believes that this situation, especially 
at the lower end of the market, for $3 million to $5 million 
investments, has become particularly strained over the past 
decade. 

One cause of that is simply that much of that money has 
made its way into the booming property markets of Sydney 
and Melbourne. Faced with the alternative of investing $5 
million in a risky tech startup or a half dozen inner-Sydney 
two-bedroom apartments, it’s not hard to see the attraction 
of the latter. 

Of course, one big factor in shifting that balance is that 
the RBA has kept interest rates at a very low position, mean-
ing that it’s cheap to leverage real estate investments, which 
helped to create a “hot” market in property. As HNN has 
suggested in the past, we believe that property market was 

The main question 
that emerges from 
this is, who would 
make such an app, 
and how would 
it be paid for? 
While the potential 
for increasing 
revenues and 
managing 
products is high, 
there’s not a 
single identifiable 
profit centre 
that benefits 
specifically from 
the app.
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not, as the RBA has seemed to pretend, an unintended con-
sequence of fiscal stimulus, but rather a deliberate extended 
support for Australian families going into a period of lower 
wages directly after the GFC, enabling them to lean on higher 
property values as a temporary crutch.

It worked, of course, as a policy, and the evidence is every-
where around us, as the economy starts to drift back to pros-
perity. But it was not the economic equivalent of a “victimless 
crime”. Investment was shifted from productive areas of the 
economy, to those that are much less productive — what 
economists term, in an exact, technical language, “rent-seek-
ing”. The RBA’s Ms Ellis described that lack in her Stan Kelly 
lecture as well:

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.

One way out might be government intervention, govern-
ment incentives, or even forms of direct investment. Unfortu-
nately, when it comes to direct investment in venture capital 
services, the record of pretty much every government is not 
good. It’s the nature of public bureaucracy to favour conven-
tional, safe failure over controversial success, and that bias 
dooms almost all such investment.

What’s left? Well, on the positive side various technical de-
velopments — really the second stage of the “cloud” — mean 
that it is getting steadily easier and cheaper to do techno-
logical development. This opens the door to companies that 
can use limited capital and a great deal of “sweat equity” to 
get new projects off the ground. 
In that environment, the retailer’s 
best asset is likely to be one that 
that many hardware retailers do 
possess: an open mind to new 
ideas.

An example of those new ideas 
may be a shift in the way hardware 
retailers and buying groups relate 
to suppliers. In the current market, 
the chief concern is reducing the 
wholesale cost of goods supplied 
by offering larger volumes. In the 
future, attention will move to re-
tailers seeking the maximum value 
they can from suppliers. That will 
include not only pricing, but also 

Chart 5. Dwelling has 
made some impact on 
growth in GDP, but this 
has seldom lifted above 
0.5% for the past 15 
years.
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access to the suppliers’ own data analytics. Retailers will be 
able to, collectively, supply suppliers with their own data 
view of customers, and by combining those, suppliers can 
provide assistance similar to that generated by much larger 
corporations, such as Wesfarmers.

The question is, with Bunnings going out for further 
market expansion and acquisition, how swiftly will other 
retailers respond? In the early 2000s Bunnings gained a 
much larger share of the market from independents, almost 
without any resistance, by using overseas sourcing combined 
with advanced logistics. Data analysis could lead to similar 
gains. Will independent hardware retailers be able to develop 
an answer, this time?

Mitre 10’s pre-Metcash efforts to build big “Mega” stores 
did not work, in large part due to poor logistics, which re-
sulted in frequent stockouts. It wasn’t lots of floorspace that 
made Bunnings so successful, it was its mastery of logistics.



For more information and  
membership application call

1300 305 719

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 

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.

http://hbt.net.au/
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• Product deliver-
ies sre a strategic 
priority at The 
Home Depot

The Home Depot 
plans to spend USD1.2 
billion over the next 
four years to speed up 
delivery of goods to 
homes and job sites, 
reports The Wall Street 
Journal. It comes at 
a time when the rise 
of online shopping is 
re-setting consumer 
expectations.

The funds will be 
used to add over 170 
new distribution 
facilities across the US, 
allowing 90% of the 
country’s population 
to have same-day or 
next-day delivery. The 
retailer can now only 
reach about 30% of the 
country with that type 
of service.

The new distribution 
centres will have a mix 
of products. Some of 
the centres will spe-
cialise in products that 
are most frequently or-
dered, while others will 
concentrate on larger, 
more difficult-to-ship 
items like patio furni-
ture, building materials 
and appliances.

Speaking at the 
Bernstein 34th Annual 
Strategic Decisions 
Conference in New 
York City recently, 
Home Depot chairman 
and CEO Craig Menear 
acknowledged that, 
upon completion, the 
investment will enable 

Home Depot to 
offer the same 
shipping capa-
bilities like that 
of Amazon

The invest-
ment could also 
do more than 
fighting off a 
major compet-
itor. It can also 
improve the 
in-store expe-
rience, some-
thing Amazon 
cannot offer. 
Home Depot’s 
Northern Divi-
sion president, 
Crystal Han-
lon, explained 
this benefit 
using roof 
shingles as an 
example:

Today, if we 
were to sell 
a delivery 
of shingles, 
you’re going 
to pull those 
shingles off of 
the shelf in the 
store potentially 
during business 
hours, right, disrupting 
the customer experi-
ence who wants to be 
in that aisle shopping 
shingles. You’re going 
to bring it to the back, 
you’re going to load it 
on a truck, that truck’s 
going to go out to the 
customer. If you think 
about the future state, 

the future state in-
volves essentially what 
we’ll call a warehouse 
for ease of understand-
ing, where those are 
already staged. And so 
now we’re not disrupt-
ing the experience in 
the store. We’re also 
centralising where 
all of those delivery 
trucks are going to. So 

it becomes much more 
efficient, gives us great-
er capacity, and makes 
the experience better.

Online orders 
accounted for 6.7% 
of Home Depot’s 
USD100.9 billion in 
sales last year, but the 
digital revenues grew 

Home Depot investing in 
delivery infrastructure

Over the next five years Home Depot plans to build around seven 
e-commerce fulfillment centres 

A slide summarising Home Depot’s latest online initiatives shown 
at the 2018 Global DIY Summit in Barcelona, Spain. Photo courte-
sy Ian Cornwell, Doncaster Mitre 10.

continues next page

http://hnn.bz/
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Ace Hardware Cor-
poration posted record 
sales in its first quarter, 
mainly as a result of 
e-commerce growth.

The hardware cooper-
ative said it had a 2.2% 
increase in retail same-
store sales during the 
first quarter of 2018, 
reported by the ap-
proximately 3,000 Ace 
retailers who share dai-
ly retail sales data. This 
increase was the result 
of a 3.3% increase in 
average ticket, partially 
offset by 1.1% decrease 
in same-store transac-
tions.

Consolidated reve-
nues for the quarter 
ended March 31, 2018, 
totalled USD1.31 billion, 
an increase of 6% 
from the previous 
corresponding period 
(pcp). Total wholesale 
revenues were USD1.25 
billion, an increase of 
5.3%, as compared to 
the pcp. Increases were 
noted across all de-
partments with paint, 
electric and outdoor 

living showing the 
largest gains.

Total retail revenues 
for the quarter were 
USD63.1 million, an 
increase of 21.3%, com-
pared to the pcp. Retail 
revenues from Ace 
Retail Holdings were 
USD57 million in the 
first quarter of 2018. 
Retail revenues from 
Ace Ecommerce Hold-
ings, which was formed 
in the third quarter of 
2017 for the acquisition 
of The Grommet, were 
USD6.1 million in the 
first quarter of 2018.

Net income was 
USD11.9 million for the 
first quarter of 2018, 
a decrease of USD16.4 
million from the first 
quarter of 2017, as the 
retailer boosted its 
strategic investments. 
President and CEO, 
John Venhuizen, said:

A 34% increase in 
sales from Acehard-
ware.com coupled with 
new store growth from 
existing Ace retailers 
and renewed interest 

from competi-
tor conversions 
fuelled our record 
sales growth.

While first 
quarter profits 
are well below 
last year’s levels, 
most of this was 
expected. We in-
vested heavily in 
the first quarter 
to get our new 1.1 
million square 
foot Freder-
icksburg retail 
support centre 
ready to open in 
June as well as to 
prepare for the 
insourcing and 
re-platforming of 
our new Ace-
hardware.com 
website.

Ace added 28 
US stores in the 
first quarter of 
2018 and cancelled 28 
stores. The retailer 
co-op’s total domestic 
store count remained 
at 4,418 for the first 
quarter of 2018 which 
was an increase of 60 

stores from the first 
quarter of 2017. On a 
worldwide basis, Ace 
added 44 stores in the 
first quarter of 2018 
and cancelled 28, bring-
ing the international 
store count to 5,137 

at the end of the first 
quarter of 2018.

https://goo.gl/Drn9zH
https://goo.gl/jUsofx

Online sales drives Ace Hardware in Q1

Home Depot delivery (cont.)
21% from the year 
before. About 45% 
of online orders are 
picked up inside stores, 
and the company is 
rolling out self-service 
lockers at the front of 
some stores to speed 
up order retrieval.

Shoppers accustomed 
to two-day delivery 
from online retail-
ers like Amazon are 
increasingly making 
buying decisions based 

on convenience factors, 
experts say, such as 
speed of delivery or 
availability of a wide 
range of products.

That’s pushing 
retailers to reshape 
distribution networks 
that were original-
ly designed to ship 
pallet-loads of goods 
from warehouses to 
stores. They are turn-
ing to tactics such as 
drop-shipping, where 

suppliers ship online 
orders directly to cus-
tomers, and opening 
warehouses closer to 
customers.

Mark Holifield, the 
company’s executive 
vice president of sup-
ply chain and product 
development told 
a logistics industry 
conference the retailer 
is realigning its supply 
chain to a changing 
retail landscape. 

He said:
Customers expect 

delivery to be free, they 
expect it to be timely. 
Sometimes they want it 
fast, and are willing to 
pay for that. Some-
times they want it free, 
and they’re willing to 
wait for it. We need to 
have the right options 
there.

The company is 
already pushing the so 
called BOPIS initia-

tive, which stands for 
“buy online, pick up in 
store.” Home Depot’s 
stores will play key 
roles in the new initia-
tives as delivery nodes, 
Mr Holifield said.

https://goo.gl/mzH-
fXv

https://goo.gl/pKTD-
dK

http://hnn.bz/
https://goo.gl/Drn9zH 
https://goo.gl/jUsofx 
https://goo.gl/mzHfXv
https://goo.gl/mzHfXv
https://goo.gl/pKTDdK 
https://goo.gl/pKTDdK 
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Investor targets as Lowe’s Q1 disappoints
Investment firm 

Pershing Square Cap-
ital Management has 
accumulated approx-
imately USD1 billion 
worth of shares in 
Lowe’s Home Improve-
ment.

Pershing is led by 
CEO and founder, bil-
lionaire William (Bill) 
Ackman. He is one of 
the hedge fund indus-
try’s most high profile 
and closely watched 
activist investors. Mr 
Ackman’s stock bets 
tend to push up shares 
of companies he in-
vests in, on speculation 
that he will agitate for 
boardroom changes.

Pershing Square is 
now the second activ-
ist investor in Lowe’s 
stock. Activist inves-
tors take large stakes 
in public companies 
in an effort to effect 
change.

Earlier this year the 
home improvement 
retailer reached a 
settlement with hedge 
fund D.E. Shaw Group, 
which has a roughly 
USD1 billion stake in 
the company, to put 
three new directors on 
the board.

Q1 results

The news of Persh-
ing’s investment, first 
reported by the Wall 
Street Journal, came 
the same day Lowe’s 
reported first-quarter 
earnings that fell short 
of analysts’ expecta-
tions, which the com-
pany attributed to a 

cold start to the spring 
season.

This has impacted 
negatively on sales of 
lawn-mowers, patio 
furniture and other 
seasonal products 
during the Febru-
ary-April period. But 
the company was op-
timistic about making 
up for lost business. 
Chief financial officer 
Marshall Croom said 
on a conference call 
with analysts:

We are anticipating 
recovering the major-
ity of the sales miss in 
the first quarter. ... So 
that’s what we factored 
in to maintain our 
guidance.

Sales totalled 
USD17.36 billion in the 
latest period, up about 
3% from USD16.9 
billion a year ago. 
Analysts had expected 
earnings revenue of 
USD17.46 billion.

Same-store sales 
rose 0.6% in the three 
months ended May 4, 
whereas analysts had 
projected an increase 
of 3%.

According to the 
earnings call tran-
script, the retailer 
is focusing on more 
frequent but smaller 
shipments to better 
manage inventory 
and meet consumer 
demands. Chief oper-
ating officer, Richard 
Maltsbarger, said:

The first [action plan] 
is supply chain product 
flow where we believe 
we’ve made the inven-
tory investments neces-

sary to have the depth 
and breadth in key cat-
egories like appliances 
and flooring and tools 
and hardware to serve 
both the Pro customer 
and DIY customer. Our 
focus is now shifted to, 
how do we optimise 
that flow to improve 
our service levels and 
to improve our in-stock 
percentages.

The home improve-
ment retailer also 
plans to open 10 new 
stores this year and 
will test a new delivery 
service for home deliv-
ery for consumers.

Lowe’s new president 
and CEO Marvin Elli-
son began his tenure 
on 2 July. Mr Ellison 
boasts some 30 years 
of experience in the 
retail sector including 
12 years at The Home 
Depot. He is credited 
with helping improve 
in-store operations at 
Home Depot by invest-
ing in technology to 
reduce labour in some 
areas, so that it could 
be shifted to helping 
customers.

As of May 4, Lowe’s 
had 2,154 home-im-
provement and hard-

ware stores in oper-
ation across the US, 
Canada and Mexico.

Looking ahead, 
the company says it 
expects a 5% increase 
in sales in fiscal 2018, 
with same-store sales 
increasing 3.5%.

https://goo.gl/jpMABz
https://goo.gl/icxjSj

Billionaire Bill Ackman has made a major investment in Lowe’s through his company, 
Pershing Square Capital Management

http://hnn.bz/
https://goo.gl/jpMABz 
https://goo.gl/icxjSj 
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Online home improvement growth trails Amazon

Home improvement 
sales are moving in-
creasingly online in the 
US market, according 
to Retail Dive. This 
positions Amazon to 
take marketshare in a 
category largely seen 
as immune to e-com-
merce. Home Depot’s 
first quarter e-com-
merce sales rose 20% 
this year, while Lowe’s 
said it saw comp sales 
growth 20% online 
in its first quarter or 
about 5% of overall 
sales.

Amazon has catching 
up to do in terms of 
raw sales across all 
sub-categories in home 
improvement, but 

sales of tools and other 
home improvement 
items grew 25% last 
year to USD6.1 billion, 
according to One Click 
Retail.

Connected-home and 
Alexa-enabled devices, 
especially in security, 
are key to Amazon’s 
share, but so are tool 
sales, and tool brands 
themselves are helping 
stoke Amazon’s growth 
in the segment, based 
on a benchmark report 
from product experi-
ence platform Salsify.

In the first quarter, 
Amazon had 93% mar-
ket share in home im-
provement tool sales, 
according to another 

report from 
Jumpshot.

Home 
improvement 
seemed to be a 
retail segment 
sheltered from 
the Amazon 
effect, large-
ly because 
of the two 
big retailers’ 
level of sales 
to building 
professionals, 

their in-store expertise 
when DIY customers 
embarked on home 
projects and the 
spontaneous nature 
of some of the work 
— weekend weather is 
nice, or a homeowner 
needs a new drill when 
the old one breaks 
down.

That customer 
service is protective, 
especially to Home 
Depot, according to 
GlobalData Retail 
managing director Neil 
Saunders. Home Depot 
benefits from being a 
destination for home 
improvement proj-
ects in all stages from 

planning through final 
touches and from its 
locations, he said, while 
Lowe’s draws in more 
impulse shoppers. Mr 
Saunders believes that 
difference hurts Lowe’s 
when weather drives a 
decline in demand.

But many home 
improvement items — 
from bathtubs to tools 
— are now available 
at Amazon, and tool 
brands are vying for 
market share on its 
marketplace. Brands 
that provide more 
information, including 
all technical specifi-
cations, a variety of 
images and, especially 
at higher price points, 
good reviews are tak-
ing sales, according to 
Salsify’s report.

As Amazon grows in 
the space — it acquired 
smart doorbell startup 
Ring in February — the 
legacy retailers are also 
facing some challenges 
that could make cus-
tomers more sensitive 
to price, something 
that tends to send 
many consumers to 

Amazon.
Amazon remains a 

small player, although 
its marketplace gives 
shoppers a range of 
products that rival 
the big box players, 
according to Salsify. 
Still, Home Depot’s 
USD24.9 billion in sales 
in the first quarter 
alone vastly outpaces 
Amazon’s USD6 billion 
take in the segment for 
all of last year — and 
Mr Saunders believes 
Home Depot isn’t 
feeling the impact of 
Amazon.

Amazon’s growth 
is outpacing other 
retailers in the cate-
gory, though, and it 
has a smooth path 
upward. Analysts 
predict that traditional 
home improvement 
and hardware stores 
may not be immune 
to the “Amazon Effect” 
forever.

Read the One Click 
Retail here:

https://goo.gl/nVCdsa
https://goo.gl/EkhxTT

SmartKey available in select Kobalt tool chests
The Kwikset brand 

of Spectrum Brands’ 
Hardware & Home 
Improvement Divi-
sion (HHI), now offers 
one-key convenience 
through SmartKey 
Security™ technol-
ogy in select Kobalt 
Tools 3000 Series tool 
chests, available at 
Lowe’s. This will allow 
homeowners and trade 

professionals one-key 
access for their home 
or workshop.

SmartKey Security 
is a patented feature 
that enables end-users 
to quickly and easily 
re-key their locks so 
all can be accessed 
using the same key. It 
was designed to make 
security simple, with 
features to protect 

homeowners from 
common break-in 
methods such as lock 
bumping and picking.

The ability to mix and 
match different sizes 
to build a custom work 
station that is accessi-
ble with a single key is 
now possible with the 
new Kobalt 3000 Series 
tool chests that have 
SmartKey Security.

The partnership be-
tween Kobalt 
Tools and 
Kwikset bring 
a streamlined 
solution to 
the tool stor-
age category.
ps://goo.gl/
zw9p5H

http://hnn.bz/
https://goo.gl/nVCdsa 
https://goo.gl/EkhxTT 
https://goo.gl/zw9p5H 
https://goo.gl/zw9p5H 
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Menards ranks 
highest in customer 
satisfaction among 
home improvement 
retailers for the first 
time, according to the 
J.D. Power 2018 Home 
Improvement Retailer 
Satisfaction Study. 

The study measures 
customer satisfaction 
with US-based home 
improvement retail-
ers by examining five 
factors (in alphabetical 
order): merchandise; 
price; sales and promo-
tions; staff and service; 
and store facility. Satis-
faction is measured on 
a 1,000-point scale.

Some key findings of 
the 2018 study include 
the following:
• - The “two-minute 

warning”. From the 
time a customer 
enters a store, that 
person expects to 

receive assistance 
from a store em-
ployee within two 
minutes, otherwise, 
satisfaction begins 
to decline. Overall 
satisfaction declines 
significantly when 
a customer waits 
more than two min-
utes to have his/her 
question answered, 
compared with 
waiting less than 
two minutes (satis-
faction scores of 821 
vs. 882, respectively).

• - Satisfaction drives 
loyalty. Among 
delighted customers 
(overall satisfac-
tion scores of 901 
and above), 80% 
say they “definitely 
will” repurchase 
from the retailer, 
compared with the 
study average of 
48%. Additionally, 

83% of delighted 
home improvement 
retailer customers 
say they “definitely 
will” recommend the 
retailer to others, 
compared with the 
study average of 
49%.

• - Delightful expe-
rience influences 
recommendations. 
Among delighted 
customers, the 
average number 
of positive recom-
mendations is 4.0, 
compared with the 
study average of 2.6.

Menards (836) ranks 
highest in customer 
satisfaction among 
home improvement 
retailers and performs 
particularly well in the 
merchandise; price; 
and sales and pro-
motions factors. Ace 
Hardware (832) ranks 

second, performing 
highest in staff and 
service. Lowe’s (828) 
ranks third, perform-
ing highest in mer-
chandise and store 
facility.

The 2018 Home 
Improvement Retailer 
Satisfaction Study is 
based on responses 
from 2,972 customers 
who purchased home 
improvement-related 
products from a home 
improvement retailer 

within the previous 12 
months. The study was 
fielded in March 2018.

For more information 
about the J.D. Power 
Home Improvement 
Retailer Satisfaction 
Study, visit:

https://goo.gl/izA1qp
https://goo.gl/qivSFL

Customers most satisfied with Menards

Tesla pulling out of Home Depot stores

Tesla is ending its 
partnership with 
Home Depot and will 
remove its branded 
kiosks from as many 
as 800 of the home 

improvement chain’s 
US stores by the end of 
the year.

The move is sudden 
reversal for Tesla, 
which has spent the 

past six months trying 
to expand its presence 
in Home Depot stores.

The Tesla kiosks were 
designed to educate 
consumers and ulti-
mately generate sales 

of its residential roof-
top solar panels and 
Powerwall, a battery 
it designed for homes 
that store the energy 
generated by solar 
panels.

Home Depot’s rela-
tionship with Tesla will 
continue through the 
end of the year, a Home 
Depot spokesman told 
Fortune magazine. The 
change doesn’t affect 
Home Depot’s plans to 
continue offering solar 
options to its custom-
ers.

A Tesla spokesman 
confirmed that the 

kiosks would be 
phased out and the 
home energy products 
will be moved to Tesla’s 
retail locations. The au-
tomaker has 300 retail 
locations worldwide.

The company con-
firmed that the exit 
is not a signal that its 
pivoting away from its 
residential solar or en-
ergy storage products.

https://goo.gl/MJgYVz Image credit: Telserati.com

http://hnn.bz/
https://goo.gl/izA1qp
https://goo.gl/qivSFL 
https://goo.gl/MJgYVz 
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• A Screwfix store 
is Kingfisher’s 
first zero net 
energy store  

• Global DIY Sum-
mit concludes in 
Spain

• B&Q no longer 
offering installa-
tion services for 
bathrooms and 
kitchens

UK DIY retailer, B&Q 
has revealed plans 
to change the way 
it sells kitchens and 
bathrooms, opting to 
simplify the procedure 
so customers only have 
to deal with one staff 
member.

The changes are also 
designed to speed up 
the buying process, 
reducing the time 
between the design 
and delivery of the 
product. As part of the 
plans, it will scrap its 
Homefit installation 
service at the end of 
the year.

When introduced 
in spring 2013 under 
Kingfisher chief ex-
ecutive Ian Cheshire, 
the company said the 
installation service 
was showing “encour-
aging signs”. However, 
the retailer has data 
that shows around 
90% of its customers 
now choose to use 
third-party fitters.

Online installation

Amazon has just 
rolled out an installa-
tion service through 
its Home Services 
offering in the UK. This 
means that customers 
shopping for products 
on Amazon.co.uk 

can now opt for in-
stallation or assembly 

support from trusted 
tradespeople by adding 
pre-packaged services 
to their online shop-
ping baskets.

Customers can also 
browse, purchase and 
schedule a selection of 
services even if they 
didn’t buy their prod-
ucts on Amazon.co.uk.

Each service comes 
with a predefined 
scope of work and 
upfront pricing. It 
features a curated 
list of handpicked 
tradespeople including 
general handymen, 
electricians, plumb-
ers and home cinema 
specialists. All profes-
sionals are background 
checked, required to 
carry an applicable li-
cense or insurance and 
expected to maintain 
an excellent perfor-
mance standard.

Amazon’s “Happiness 
Guaranteed” allows 
customers to rate the 
quality of the service 
or get their money 
back in case if they 
aren’t happy with the 
outcome.

Prior to the launch, 
Amazon commissioned 
a study which revealed 
that 61% of the 1,500 
adults in the UK 
surveyed would prefer 
to enlist the help of a 
professional to carry 
out household tasks. 

In addition, one in four 
confessed to having 
suffered a DIY disaster 
in the past.

Almost a half (47%) 
admit that they need “a 
little help,” as they sim-
ply have no idea when 
faced with a challenge 
around the house.

The study concludes 
by revealing that two 
years is the longest 
time on average that 
jobs around the house 
are ignored.

Amazon has officially 
jumped on the band-
wagon of UK retailers 
offering services that 

accompany their 
purchase. Department 
store John Lewis re-
cently announced the 
acquisition of Opun, 
which manages home 
improvement projects 
on customers’ behalf.

https://goo.gl/Tbcu-
WC

https://goo.gl/
PnQTLx

B&Q overhauls kitchen 
and bathroom sales

Kitchens & bathrooms at a B&Q store

Amazon has just rolled out an installation service through 
its Home Services offering in the UK

http://hnn.bz/
https://goo.gl/TbcuWC
https://goo.gl/TbcuWC
https://goo.gl/PnQTLx 
https://goo.gl/PnQTLx 
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Kingfisher-owned re-
tail chain, Screwfix offi-
cially launched its first 
net zero energy store. 
The company said 
energy generated by 
the onsite solar array 
will power the store 
and charge up batteries 
which will then power 
it during the evenings. 
Meanwhile, a new air 
source heat pump, 
coupled with a range 
of efficiency measures, 
has allowed Kingfish-
er to replace gas and 
electric heating units. 
It said:

Surplus power goes 
back to the grid, off-set-
ting the days in winter 
when the solar PV 
will be generating less 
power and grid energy 
is needed to power the 

store.
Jeremy Parsons, head 

of energy and renew-
ables at Kingfisher, 
hailed the project as 
a “huge milestone” for 
the company. He said 
in a statement:

This store has a range 
of solutions that we 
have deployed individ-
ually across distribu-
tion centres and large 
format stores in the 
UK and France. Pulling 
them into one project 
at Screwfix demon-
strates how far we can 
go towards creating 
very low carbon stores, 
and this approach is 
informing our next 
phase of investment in 
energy projects for the 
near future.

The company added 

that it is now plan-
ning to install energy 
storage batteries at the 
B&Q distribution cen-
tre in Swindon and is 
exploring the potential 
for similar investments 
at other sites.

The company also 
hailed the importance 
of energy monitoring 
systems to the project. 
For example, energy 
meters revealed a 
spike in energy use at 
the start of the day 
when employees were 
making their morning 
coffee. By fitting a hot 
water tap that uses 
battery-stored solar 
power, the firm now 
hopes to eliminate this 
spike in energy use.

The Screwfix opening 
comes on the same 

day as Kingfisher 
published its annual 
sustainability report, 
confirming it has cut 
its absolute carbon 
footprint 16% since 
2010/11 and is still 
aiming to deliver a 25% 
cut by 2020. It now pur-
chases 100% of its UK 
energy from renewable 
sources, covering both 
the Screwfix and B&Q 
businesses, and will 
have invested over 
GBP10 million in on-
site renewables by the 
end of this year.

The report also 
revealed the company 
now generates just 
under a third of its 
sales from products 
that make customers’ 
homes more sustain-
able.

Kingfisher also 
announced a new 
wave of sustainability 
targets designed to 
support its overall goal 
of becoming a “net 
positive” business. The 
new strategy includes 
both internal emis-
sions, water and waste 
targets and goals to 
enable a 50% reduction 
in customer energy use 
and a 50% improve-
ment in customer wa-
ter efficiency through 
products, services and 
advice by 2025. Graham 
Bell, CEO at Screwfix, 
said:

We are investing now 
to cut energy across 
our own operations, 
and our long-term 
aspiration is to match 
this by helping custom-
ers have zero carbon or 
energy positive homes 
and businesses too. Our 
net zero store in Peter-
borough represents a 
significant milestone in 
our ambition to embed 
sustainability across 
the business, and help 
customers to create 
good, sustainable 
homes and businesses.

https://goo.gl/mn-
VMHS

Net zero energy store for DIY group

 The Screwfix store in Peterborough is powered by solar, air source heat pumps and battery storage

http://hnn.bz/
https://goo.gl/mnVMHS 
https://goo.gl/mnVMHS 
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Organisers of the 
sixth Global DIY 
Summit that closed 
recently in Barcelona, 
Spain said a record of 
1,100 delegates from 55 
countries attended this 
year’s congress, includ-
ing more than 300 of 
the top retailers from 
around the world.

The event is jointly 
hosted by the Europe-
an DIY Retail Asso-
ciation (EDRA),  the 
European Federation 
of DIY Manufacturers 
(Fediyma), and the 
Global Home Im-
provement Network 
(GHIN). Delegates gave 
their feedback using a 
voting tool, with 60% 
rating it as “very good” 
to “excellent” and a 
further 28% rating the 
event as “good”.

John W. Herbert 
(EDRA/GHIN) and Ralf 
Rahmede (fediyma) 
serve as co-chairmen 
of the event.

Over 30% of the audi-
ence attending presen-
tations at the summit 
were retailers, a big in-
crease compared to the 
congress held in Berlin 
last year, according to 
organisers. However 
suppliers still account-
ed for the majority of 
delegates, with approx-
imately 59% listed as 
manufacturers.

Organisers also 
used the voting tool 
to gauge sentiment 
about the industry 

from its international 
attendees. When asked 
what expectations 
delegates have for their 
business development 
for this year compared 
to last year, 19% were 
optimistic, estimating 
growth of more than 
10%, whilst 37% of the 
audience was more 
cautious, forecasting 
growth of between 0% 
and 4%.

Approximately 22% 
of the suppliers think 
their business will 
increase more than 
10% compared to last 
year, while 15% of the 
retailers forecast the 
same growth as the 
previous year.

The industry still 
seems to be sceptical 
regarding the switch 
from bricks and 
mortar into online 
retailing. Twenty-one 
per cent of the total 
delegates believe on-
line sales in DIY in five 
years will be less than 
10%. Almost 26% of the 
audience predicted a 
range between 10% and 
15%. Sixteen per cent 
of delegates forecast 
more than 25%.

This year’s theme, 
“DIY NEXT – Rein-
venting our industry”, 
featured speakers 
presenting on topics 
such as digital trans-
formations and new 

platforms as business 
models.

A panel with leading 
figures from the home 
improvement industry 
including Kingfisher’s 
Veronique Laury, 3M’s 
Jeff Lavers, Sylvain 
Prud’homme from 
Lowe’s Canada, and 
Henning von Boxberg 
from Robert Bosch 
exchanged views on a 
new kind of co-opera-
tion between retailers 
and suppliers.

Speakers were Ale-
jandro Gonzalez, leader 
of the Debt, Capital 
& Treasury Advisory 
group at Deloitte; Matt 
Schweickert, chief 
strategy officer at The 

Home Depot; Jorn 
Kupper, senior partner 
ay McKinsey & Co. in 
Germany; Martin Wild, 
chief digital officer, 
MediaMarktSaturn Re-
tail Group; Steven van 
Belleghem, an expert 
in customer focus in 
a digital world; Peter 
Hinssen, partner, nexx-
works; and ManoMano 
co-founder Christian 
Raisson. 

The next Global DIY 
Summit will be held in 
Dublin from June 6-7, 
2019.

https://goo.gl/ya2LSf

6th Global DIY Summit 2018

 “DIY NEXT - Reinventing our industry” was the theme of the 6th Global DIY Summit in 2018

http://hnn.bz/
https://goo.gl/ya2LSf 
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• Making home 
energy efficient 
improvements 
is a priority for 
Australians

• Mobilise is an on-
line marketplace 
for renting tools 
and equipment

An article in The Dai-
ly Telegraph recently 
featured builder Shaun 
Denton who had a job 
that needed a forklift. 
He had a choice: buy it 
second-hand for $7000, 
even though he’d only 
need it once a year, or 
pay $25,000 in labour 
hire to get the job done.

He chose the cheaper 
option, but was then 
lumped with a ma-
chine that would cost a 
lot to keep in storage.

A residential builder 
since 1986, Mr Den-
ton has accumulated 
plenty of equipment 
and tools over time, 
much of which sits 
idly in storage. But he 
came across Mobilise, a 
business marketplace 
where peers could hire 
out equipment to each 
other. Mr Denton said:

I listed my forklift. 
Within a week I had 
hired it out for $700 
per week … a return on 
investment of 10%.

Mobilise launched 
this year with the goal 
of monetising such 
assets, said general 
manager Rob Rattray. 
He explains:

We started with tools 
and machinery. Some 
of the most popular 
items like road plates 
and diggers are versa-
tile.

Mobilise aims to be 
20 to 30% cheaper than 
established hire com-
panies. Mr Rattray said:

We’ve built into the 
platform ways to mon-
itor declarations and 
licence requirements. 
Owners need to declare 
when a listing needs a 
licence or qualification 

and our rental process 
requires the renter to 
enter a licence number.

Mr Rattray said 
insurance covers 
theft or damage up to 
$50,000. Small business 
owner Wes Quick was 
the first to hire Mr 
Denton’s forklift. Mr 
Quick’s business, Ex-
pella imports and sells 
ventilation products 
and he was preparing 
for a major delivery 
period that would re-
quire extra machinery. 
He said:

Spending $770 on 
a forklift for a week 
when several contain-
ers are delivered is a 
small price to pay to 
ensure the business 
runs smoothly.

Business-to-busi-
ness hire is just one 
of many industries 

being disrupted by 
the sharing economy, 
said co -founder of The 
Sharing Hub Justin 
Hales.

I’ve seen farming 
equipment, where 
farmers don’t use their 
tractors all the time so 
share them instead … 
The sharing economy 
goes beyond just util-
ising equipment and 
spaces. Anywhere big 
corporates … aren’t able 
to service their custom-
ers at a level they need 
are ripe for disruption.

https://goo.gl/Vw-
8wmt

Renting equipment, an 
Airbnb for tradies

http://hnn.bz/
https://goo.gl/Vw8wmt 
https://goo.gl/Vw8wmt 


96

hnn.bz

news

Australians rate energy efficient home improvements the 
highest on their to do lists, based on the latest figures from 
personal loan lender RateSetter.

Data revealed that “green” upgrades accounted for 37% of all 
renovations undertaken by borrowers, followed by painting 
and decorating (35%) and outdoor home improvements (20%).

When it came to the energy efficient improvements home-
owners were most likely to undertake in the next 12 months, 
61% survey respondents in May 2018 said they planned to 
install solar panels and batteries, followed by lighting (46%) 
and heating and cooling systems (35%).

Given that energy bills can be one of the largest contribu-
tors to household financial stress, it may be unsurprising that 
many Australians are making energy efficient investments in 
their homes in order to reduce their costs down the line. And 
homeowners in the Northern Territory are leading the way, 
with RateSetter data showing that Territorians borrowed 
$11,462.51 on average for green upgrades, followed by borrow-
ers in Tasmania ($11,309.23) and New South Wales ($10,292.38).

Home owners aren’t alone in prioritising energy efficiency, 
with a recent survey commissioned by Origin Energy show-
casing the desire among renters for properties equipped with 
solar and battery systems that can help cut down power bills.

Origin Energy’s survey revealed that 55% of renters would 
be happy to pay at least $10 more a week to rent a home with 
solar panels, meaning green upgrades could be a savvy long 
term investment for property investors.

https://goo.gl/5tN1mw

Energy efficiency is a renovation 
priority for Aussies
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The K 770 power cutter from Husqvarna features a 

5-horsepower 74cc engine, a 5-inch cutting depth, and 
may be used with a choice of blades with diameters from 
12 to 14 inches.

It has a vibration-damped chassis, and spring-loaded 
semi-automatic SmartTension technology that is de-
signed to keep the drive belt at the correct tension. This 
allows for optimal power transmission, minimum wear 
and maximum belt life.

The light weight, effective power-to-weight ratio, 
reliable start and low vibrations mean less strain and 
maximised productivity. Suitable for road work and easy 
to cut in a straight or curved track or close to sidewalk 
when used with the KV7 Husqvarna cutting trolley.

Weight without blade and fuel is almost 10kgs.

goo.gl/KfR3NH

Goal Zero has created a new category 
of portable power in motion. The Lithi-
um Yeti 400 has real-time usage data 
via an upgraded display, two AC outputs 
with Australian plugs, three USB ports, 
and a 12V output for devices designed 
for car cigarette lighters.

The 1400 has 1400Wh of power with 
replaceable lithium packs that yield 
long run times and feature additional 
monitoring electronics for safety.

With over ten ports to pick from and 
3000Wh capacity, the 3000 is ideal for 
using multiple devices, and comes with 
preinstalled wheels and a telescoping 
handle.

CSR Gyprock has extended its perfo-
rated plasterboard range with two new 
profiles for curved ceilings: Gyptone 
Flexible 12mm Square and Gyptone 
Flexible Slotted Minigrid.

Gyptone Flexible 12mm Square 
plasterboard consists of eight large 
square groupings per sheet, each with 
400mm x 12mm square perforations at 
25mm centres. Gyptone Flexible Slotted 
Minigrid plasterboard has eight large 
square groupings per sheet, each with 
16 mini grids of six 6mm x 80mm slot 
perforations.

Stegbar’s Grange Inline Shower-
screen and Overlap Showerscreen 
now come in a new black finish. The 
sleek lines of the black slim perimeter 
frame act like the frame of an artwork 
-- allowing the shower fixtures and 
splashback to take centre stage. 

Expertly engineered, the black Grange 
showerscreens are available in a range 
of configurations to suit most bathroom 
layouts. Sleek in design and look, the In-
line Showerscreen is a pivot door system 
developed to withstand everyday use. 
The Grange Overlap Showerscreen is a 
semi-frameless structure with a function-
al difference -- an overlapping pivot door 
to minimise water leakage.

http://goo.gl/KfR3NH
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Sterling Ultimax Tape Measures
You’ll love them “beyond measure”

Sterling is excited to 
unveil its new Ultimax and 
Ultimax Pro tape mea-
sures; tapes with features 
to make jobs easier.

Through rigorous prod-
uct testing and develop-
ment, it has managed to 
keep the strengths of its 
tried and trusted tapes, 
while adding ground 
breaking functionality to 
elevate the tapes to a mar-
ket leading position.

Users can enjoy op-
timised legibility with 
Easyread technology, an 
innovation exclusive to 
Sterling Ultimax. Perfect 
for any application when 
the blade is away from the 
user, the Easyread tape 
is quickly gaining accep-
tance and becoming a 
must have amongst tradies 
and home handymen alike.

Clear millimetre markings 
and double-sided blade 
printing with horizontal 
and vertical print options 

make it virtually impossible 
to misread measurements, 
even at a distance.

Sterling Ultimax tapes will 
stand the test of time with 
a unique protective blade 
coating and an added 
blade protection on the 
first 200mm to prevent 
wear on the most used 
part of the tape.

The Sterling Ultimax Pro 
tapes boast an extended 
standout of around three 
metres together with an 
exclusive and strong end 
hook to keep “true zero”.

Sterling Ultimax & Ulti-
max Pro tape measures are 
available in the following 
varieties:
• Ultimax Pro – 8m wide 

blade: horizontal / verti-
cal print – TMFX8027

• Ultimax Pro – 8m wide 
blade: vertical / vertical 
print – TMFXE8027

• Ultimax – 8m x 25mm 
blade: horizontal / verti-
cal print – TMX8025

• Ultimax – 8m x 25mm 
blade: vertical / vertical 
print – TMXE8025

• Ultimax – 8m/26ft x 
25mm blade: hori-
zontal / vertical print – 
TMX8025I

About Sheffield 
Group

Sheffield Group is a 
fourth generation Austra-
lian owned and operat-
ed family company. It is 
dedicated to the success 
of your business through 
superior quality, service 
and integrity. Sheffield 
Group provides complete 
solutions in cutting tools 
through its extensive range 
of Sterling products, and 
in power tool accessories 
through its growing Alpha 
range.

Customer satisfaction is 
its top priority. When con-
tacting its sales or service 
team, you will speak with 
trained and dedicated staff 

members who genuinely 
care about providing the 
product or service that is 
best for you.

The team at Sheffield 
Group strive to exceed 
expectations in offering 
helpful service and advice 
to businesses throughout 
Australia along with prac-
tical solutions to solve any 
problems.

For more information 
contact Sheffield Group.

Ph: (02) 4957 8787 @: 
sales@sheffield.com.au

call: (02) 4957 8787    email: sales@sheffield.com.au    online: www.sterlingtools.com.au



For more information and  
membership application call

1300 305 719

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 

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.

http://hbt.net.au/

