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IHG Expo 2019 Adelaide
The overriding theme to the IHG Expo held in February 2019 at the Adelaide 
Convention Centre might have been “Uniting Independents”, but what went 
down at the plenary session was more about connections. Connections to 
the storied history of Mitre 10 (courtesy of one of the great men of hardware, 
John Clennett). Connections to the past two years of struggle as IHG has 
worked to integrate two different groups into a single retail presence. And 
connections to the future, which involves different and better connections to 
both ends of the retail process, suppliers and builders. 
Mark Laidlaw prowled the stage, talking about strategies he has 
used to shape the group. Annette Welsh inspired us with a vision of 
how IHG might reshape the structure of the trade market.

Bunnings
As the main revenue and profit 
driver at a (probably temporarily) 
slimmed down Wesfarmers, Bun-
nings continues to reshape itself. 
It’s launched into click-and-collect, 
with plans to expand this to Tasma-
nia. Revenue and EBIT growth were 
down, but inline with historical 
growth.

Traralgon H Hardware
Andrew Graham offers that rare combination — a second-generation hardware 
retailer who is not only dedicated to the family store, but has reached out into 
other retail for experience and inspiration. Now, as he completes his MBA, 
he’s seeking new markets, and many more ways to market hardware to the 
coming generations.
Andrew is challenging many of the norms that have become accepted — that 
you can’t really compete in power tools, that the women’s market is just too 
hard, and that a smaller format store can’t hold its own in timber and allied 
supplies. Smart, determined, forward-thinking: this is what the future 
for indeopendents can look like.

Metcash/IHG
Metcash continues to trade more 
on its sense of the future than its 
difficult present. IHG managed a 
good burst in EBIT, up 34% on the 
comparative half, but much of this 
is due to structural efficiencies. 
Revenue growth was under 2%, 
and the company predicts the next 
two years will see limita-
tions on growth, as the 
housing market contracts.
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Jason Ellis — EGO
There is little doubt that for a wide range of uses, 
for both consumers and professional landscapers, 
cordless electric outdoor power equipment has a 
bright future. As Jason told us, that’s largely driven by 
sharp performance improvements, both in the power 
of the tools, and the ability to rapidly recharge Li-ion 
batteries. But there is also steady pressure from a 
range of regulations, relating both to the environment, 
and to worker health and safety. And the 
millennials are more at home with electric 
everything, including cars.
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Interest rates & approvals
As housing prices continue to fall, there are the usual 
calls for interest rate rises. But are they really justified? 
Past rate cuts were not directed at the housing market 

— this was collateral 
“benefit”. Do they really 
deserve support? Or 
is this the housing 
equivalent of “too big to 
fail” — too many to fail?
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The independent hardware retail sector 
would benefit from focusing less on 
competitors such as Bunnings, and 
looking more to the market to find 
answers. IHG in particular may not 
realise that the same criticisms it lodges 
at Bunnings, other buying groups lodge 
at it. Plus, Bunnings magazine launches 
with a less than successful approach to 
editorial, especially when it 
comes to power tools.13 6
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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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One of the problems that the Australian hardware retail industry 
has from time to time is a tendency to see things in terms of heroes 
and villains. Probably the greatest and most common villain is Bun-
nings. Independent hardware retailers sometimes have even a special 
way of pronouncing that name, part exasperated sigh, part muttered 
resentment.

HNN has always been just a little puzzled by this, on two counts. 
The first count is that, given the market dynamics, it was pretty inev-
itable some company or companies would occupy the position Bun-
nings currently occupies. If you focus too much on particulars and 
specifics, such as a single company, you can easily miss out on what 
you need to see in strategic thinking, which is patterns.

The second count is that Bunnings does quite a few things very 
well, and one approach would be to study Bunnings, work out what is 
worth emulating, and in areas where it is so good you can’t compete, 
come up with some kind of workaround.

The retail group that seems to be most upset by Bunnings is, with-
out doubt, Metcash’s Independent Hardware Group (IHG). There are 
very few presentations delivered by its CEO, Mark Laidlaw, where the 
subject doesn’t come up. In his recent presentaton at the IHG Expo, 
for example, Mr Laidlaw likened the company to a “big green bowling 
ball” that would roll over independents.

What’s significant about this is that, for other buying groups, IHG 
often comes a very close second on the “villain” list — and for quite 
a few veterans, actually makes it to first place. And those people will 
say pretty much everything that Mr Laidlaw has to say about Bun-
nings, about IHG. For example, people were, some years ago, as upset 
about ITW, as they were more recently about Irwin.

Mr Laidlaw has recently made it clear that IHG is open to the entire 
independent sector working together to find ways of improving the 
industry for all independents, regardless of group affiliation — which 
is great to see, and for which he deserves recognition. This could start 
a real maturing of the independent sector. However, HNN would 
suggest that — in a paradoxical dynamic worthy of the best ancient 
Greek dramas — for that to happen, he might first have to take a 
more balanced approach to Bunnings. 

More unity among independents is a fantastic goal, but it has to be 
based on genuine, creative, productive benefits for all. People unite 
most effectively through a sense of harmony, not shared prejudice 
and fear. The sector needs avid ambassadors, and a structure that’s 
based on democratic values. 

Today we know hatred breeds nothing except hatred, and if there is 
one thing the world could do with a lot less of right now, it is hatred. 

comment
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Unfortunately, after this message of industry sector enlight-
enment, we do ourselves have to bring up something of an issue 
HNN has with Bunnings. We’re sure that the big retailer prob-
ably makes fewer mistakes than many other major companies, 
but when it does, due to its market position, the effects can be 
quite severe. So, consequently, we do believe it needs to be held 
thoroughly to account. 

At the end of our report on the recent half-year results for 
Wesfarmers and Bunnings in this issue, HNN details what we 
see as a rather serious error made by Bunnings in its in-house 
magazine, Bunnings. It’s an error about charge cycles for Lith-
ium-ion batteries which appears in an article aimed to help 
novice DIYers purchase their first drill. 

What has made us somewhat bemused by this is that spread-
ing this type of misinformation isn’t bad just for Bunnings, it 
damages the industry as a whole. It seems a careless error, and 
we think Bunnings should have acted more swiftly and defintely 
to minimise the harm potentially created.

On the other hand, though, if you are looking for a little light 
relief in somewhat sad times (especially for New Zealanders, for 
whom we are all distressed), actually reading the drill article in 
Bunnings magazine is rather amusing. 

Not written by an expert, we would imagine. For example, it 
opens with a double-page spread picturing nine drills. Or sup-
posed drills, because the first “drill”, isn’t a drill. It’s an impact 
driver. The clue to its not being a drill is in its name, which is 
“impact driver”. A drill would be, curiously enough, and by dint 
of great historical habit, called, well, “drill”.

It pretty much goes downhill from there. Check out, for exam-
ple, the Ozito spade-handle drill — pictured without the spade 
handle. It would also have been nice to just mention eye protec-
tion for novices (plus, hey, that’s an additional, add-on sale). 

(And the abbreviation for ampere-hour is “Ah”, not “AH”.)
As an end comment, we suppose our opinion is that it seems 

this magazine has caught a bad case of the BUKIs — a move into 
a new, completely unfamilar environment by Wesfarmers, with-
out seeking first to understand it. 

issuu.com/bunnningsau/docs/bau_march19_v1

https://issuu.com/bunnningsau/docs/bau_march19_v1
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DIGITAL
IS THE FUTURE
OF MARKETING

YOU NEED TO FUTURE PROOF YOUR BUSINESS.  
Still relying on print? Consider this: how much time do your customers spend 
using their mobile phone and computer? And how much time do they spend 
reading magazines? Which matters more to them?

DIGITAL is all about performance and engagement. DIGITAL readers opt-in 
to receive your message — they’re not just another address on a mailing list.

 DIGITAL doesn’t just earn attention, it measures it as well. No other media 
has the equivalent of downloads, which directly show reader engagement. 

And  DIGITAL is also less expensive, simpler and more flexible.

To make the move to DIGITAL, just call HI News on 0411 431 832, or email 
Betty Tanddo on betty@hnn.bz. The future looks great, believe us.

http://hnn.bz/
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The big news at the end of 2018 was 
that, at long last, cordless outdoor 
power equipment (OPE) really began 
to take off, in both the consumer 
and the professional market. That’s 
partly from a growing acceptance of 
electric power in general — driven 
in part by the success of premium 
vehicle makers such as Tesla. It’s also 
all about the power, as well. Earlier 
versions of cordless OPE often either 
didn’t really have the “grunt” to get 
the job done, or the batteries would 
run down too fast for professional 
and tradie users to take them seri-
ously.

In a world that is becoming increas-
ingly environmentally conscious, 
the frantic grumble of a two-stroke 
leaf blower in the morning is just 
not acceptable anymore. The oil-and-
petrol exhaust smells not at all like 
victory, but more a permanent defeat 
for the climate. In Europe and the 
US regulations have been steadily 
clamping down on all small petrol 
engines, making the switch to quiet, 
clean electric steadily more appealing.

That said, it is still very much a ques-
tion of balance. Professionals using cordless 
tools do have to stay conscious of charge levels, 
overall battery life, and that the top end of 
power in the tools might be below that of petrol 
tools. But the gains, on the other side, are really 
vast, especially when it comes to maintenance. 
Let’s face it, “reliability” and “two-stroke” are 
concepts that simply don’t go together, in the 
long run, while electric tools simply keeping 
going.

EGO marketing manager in Australia, Jason 
Ellis, suggests areas users don’t often think 
about, such as  trigger time, play a big role in 
broader acceptance of cordless OPE. He said:

When a person starts up a petrol mower, 
they’ve got it going constantly. When someone 
comes out and talks to you, the mower is still 

going, and you talk to them. With EGO cordless 
products, if someone comes to talk to you or you 
have to stop, it turns off completely. So you go 
from ‘hero to zero’ in less than a second. You’re 
not using the juice so therefore your trigger 
time, or run time, is extended. You don’t have 
constant noise or vibration. When you turn it 
off, it’s off and that’s the beauty of it.

When you want to turn it on, you hit the 
trigger and you’re ready to go. The downtime is 
minimised with EGO cordless products because 
you don’t have to go and get petrol at the petrol 
station. You’ve just got to make sure that bat-
teries are charged, but you can do that through 
in-car or mobile charging.

Jason also mentions a new product the 
company has launched called the Backpack 
Link which can easily be attached to any of its 

Jason Ellis, EGO

Jason Ellis, marketing manager at outdoor power equipment brand 
EGO is part of a team that is educating users to make the switch to 
cordless

http://hnn.bz/
https://egopowerplus.com.au
https://egopowerplus.com.au
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handheld products. He said:
You can put this backpack on and attach our 

largest capacity battery to give you extended run 
times. Then you just plug the backpack into all 
the different tools. So you don’t need to take that 
backpack off. You can go from a line trimmer 
to a chainsaw to a hedge trimmer to a blower, 
and all you’re doing is plugging in the backpack 
component.

Jason can see quite clearly why there has been 
a reluctance to change over to cordless.

Historically a lot of cordless products just hav-
en’t met the demands of users in terms of power 
performance, runtime and charge time. That’s 
really been the main hurdle for people crossing 
over to cordless. It’s okay for the standard DIYer 
using it for 10 minutes but if someone’s got a 
bigger block or they are a commercial user, up 
to now cordless really hasn’t provided them with 
what they need.

EGO has been able to solve some of these 
problems for the end user by developing rapid 
chargers. Jason explains:

It’s really being able to charge it in a time 
period that is convenient when a user has two 
batteries. In a lot of cases, if we’ve got a battery 
that runs for 50 minutes and we’ve got a rapid 
charger that charges it in say 60 minutes, you’ve 
got infinite runtime. By the time they finish us-
ing one battery, the other battery will be charged. 
So that’s one factor.

On the runtime, it is working out the area that 
people need to cut and how long that takes. And 
then being able to have a machine with the right 
power battery that will cover that off for 80% of 
the cases. For instance, when we did research on 
lawn sizes, 80% are below 800sqm which means 
80% of the population could be covered by our 
7.5 Amp battery. 

Jason admits that it is difficult to make direct 
comparisons between a petrol motor and cord-
less in terms of torque because there are more 
factors between the battery and the wattage 
of the motor in, for example a mower or hedge 
trimmer. He said:

It’s the ability of the product to cut and per-
form, and get the outcome that users would nor-
mally get from a petrol unit. That’s the feedback 
we are getting. People are saying it is cutting 
through branches, and logs with the chainsaw 
or it’s cutting the grass as good, if not better, 
than a petrol unit. 

Pricing and positioning

For hardware retailers and end-users to 
embrace a new product, it also has to be about 
selling it at the right price point. Jason explains 
that EGO is targeting the weekend warrior, the 
DIY enthusiast rather than beginners, as well as 
commercial users. He said:

We have people buying our products, not so 
much moving from one cordless product to 
another, but coming from petrol to cordless. 
That’s the biggest market growth for us. People 
do move from cordless but once you’re in a 
platform, most people will persevere with that 
platform as they’ll use that same battery across 
many products. So what we find from a price 
point of view, EGO sits below a Husqvarna and 
STIHL — who have been in the market a long 
time — but our performance is equal to theirs, 
if not better. 

Every single EGO product that is available 
globally is sold throughout Australia and New 
Zealand. This can be another argument for ac-
cessing the tool platform because once people 
get the batteries and the chargers then they 
can add other accessories as well. Jason said:

The EGO Backpack Link 
helps users extend the 
available battery life 
for handheld EGO OPE. 
Landscapers can leave the 
backpack on, and simply 
switch tools in and out.

http://hnn.bz/
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People who have been in trade working with 
power tools understand one battery fitting all 
tools, but a lot of people in gardening who have 
never touched cordless actually don’t under-
stand or are unaware that one battery can pow-
er all tools. They may never have owned a drill 
or a circular saw or anything like that, in terms 
of a cordless product. So this is new.

One of the things we constantly advertise is 
that our ARC Lithium 56-Volt battery powers 
all EGO tools. We have about 22 products in 
the range that is mixed among kits and skins. 
If you branched it out into all the kits, skins, 
attachments, battery chargers and accessories, 
we have 69 SKUs in the range. So we have a vast 
range covering the majority of outdoor power 
equipment requirements.

Jason said the EGO team has identified that 
there is work to do in terms of informing poten-
tial customers about a unified battery platform. 
His background in power tools makes him very 
familiar with the concept and something he 
brings to his current role.

Coming into OPE, it was obvious that people 
weren’t understanding the benefits of getting 
a cordless platform that crosses many product 
categories … The battery is an expensive compo-
nent because it is the fuel of the tool. Being able 
to utilise that one battery across many usages 
helps 1) manage costs and 2) get the most out of 
the product and the price you paid for it. 

OH&S application

The recent changes to OH&S legislation has 
positioned EGO well in terms of targeting com-
mercial users. Jason explains:

We will continually launch and promote 
product for the home user and the DIYer but the 
future of EGO is to look at every facet of outdoor 
power equipment for the commercial user ... We 
know that in Europe and Canada, councils are 
banning all use of petrol so it’s not long before 
that will start to filter down into Australia and 
New Zealand. So we understand that there is 
going to be increased demand for cordless prod-
ucts, regardless of brand.

But we know that there are certain parameters 
through run time, charge time and power that is 
required by users to emulate petrol products and 
therefore EGO is challenging our development 
team, and our manufacturing team to create 
products that meet those requirements. So it’s 
really important that everything we do at EGO is 
at its best before we launch it because we want 

to make sure that it will meet the requirements 
of commercial users.

As the company moves towards more trade-fo-
cused tools, issues such as noise and vibration 
is something that EGO’s cordless products 
can easily address. Jason relates the story of a 
local gardening service where the professional 
end-user tried out EGO’s cordless backpack 
blower. This has given them more flexibility 
when it comes to doing their work, especially 
at places where limiting noise pollution is very 
important, such as schools. He said:

What some of our commercial users are find-
ing is that their day is more in control because 
they don’t have to work very early mornings and 
late at night [when there is no-one around]. They 
can work throughout the day because they don’t 
have noise restrictions placed upon them.

A typical conversation is about 60 decibels. A 
lot of our units are around 70 decibels or below. 
We only have two above 70 which is a chainsaw 
and a backpack blower, but a common petrol 
mower can be up to 93 decibels. So it’s really 
important. And we want to make sure the per-
formance of our products is there but, equally, 
we are constantly looking at ways to reduce 
vibration, reduce noise, and make the products 
easier for people to use. 

The future of EGO products is also secure with 
millennials and Z-generation users because 
19 or 20-year-olds aren’t going to know how to 
re-point a spark plug or do similar mechanical 
maintenance. That’s a lost knowledge. Mowers 
will have to be taken into a service centre to get 
that kind of maintenance done. With electric 

The EGO POWER+ 
980m³/h Blower is the 
most powerful cordless 
blower in the industry. 
Turbine fan engineering, 
inspired by advanced 
aeronautics technology, 
performs better than 
premium petrol-pow-
ered models

http://hnn.bz/
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motors there’s almost nothing that you’d need 
to do for their lifetime. Jason said:

For that younger generation, the millennials, 
it’s easy for them. They understand cordless as 
a concept. They understand that you push a 
button and it goes. To have to prime an engine 
or change the spark plug, and then pull cord a 
number of times and then get the speed right, 
is foreign to them. So cordless really plays into 
that next generation. And also they understand 
Lithium because it is part of their culture.

Historically when we first had cordless, we 
were using the Lead acid, where you would use 
it for eight minutes, but have to charge it for 
12 hours. And for a lot of the older generation, 
that’s what they remember. So when you talk 
cordless to them, they can be quite negative 
about it, and put up barriers. That’s their mem-
ory, and one of the reasons why they stay with 
petrol. When you get it in their hands, they can 
see all the benefits and how it performs. Then 
the barriers are broken down very quickly.

Becoming a dealer

There is a simple process for retailers to start 
stocking EGO. Jason explains: 

We have a couple of steps for a dealer to come 
on board. They have to carry a certain amount 
of the range. Once they do, they get better 
pricing. They also get added on to our website 
where our store locator has been very important 
in directing end-users to dealers. We track the 

data that goes through that and a lot of people 
do go through our website. Seventy per cent of 
them research the product through the website 
... and then they go to the retailer. Plus they get 
availability to promotions, specials, point of sale, 
in-store, and training nights. Our guys will go in 
and do training, and we have an Australia-wide 
service warranty and service setup. So that’s for 
any issues that they may have and we fully look 
after and service the product.

With a high torque, high efficiency brushless motor and load sensor, the 52cm mower 
powered by EGO’s highest capacity 7.5Ah ARC Lithium battery, delivers up-to 50 minutes 
of constant, fade free run-time.

http://hnn.bz/
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in this  
update:

start text

in this  
update:

• House prices are 
still in process of 
falling below the 
bubble boost

• Bubble partial-
ly caused by 
previous two 
interest rate cuts, 
as RBA struggled 
to correct other 
economic factors

• Renovations fell 
in the midst of 
the bubble, but 
are now recov-
ering

• NSW and VIC 
both show strong 
recovery in ren-
ovations, while 
other states are 
more subdued

Most of us in the 
home improvement 
and hardware industry 
will be familiar with 
the sometimes frantic 
predictions of falls 
in Australia’s house 
prices. This starts with 
near-panic announce-
ments of price declines, 
which tend to increase 
during the first six to 
12 months, followed 
by uncertainty, with a 
mixture of dire warn-
ings and more optimis-
tic forecasts, followed 
by a price recovery.

 That was pretty 
much what we went 
through from March 
2011 through to Sep-
tember 2012, and in a 
milder form from Sep-
tember 2015 through to 
June 2016. The current 
panicky state started 
around December 2017. 
While we are still in a 
state of price decline, 
this has moderated 
from predictions of a 
20% plunge in values, 
to falls in the mid-sin-
gle digits, with some 
oversold suburbs 

hitting double digits.
For our industry, the 

real point of house 
price behaviour relates 
to how future sales of 
goods will be distrib-
uted. Overall sales for 
hardware retail tend 
to pretty much track 
growth in gross domes-
tic product (GDP). 

When dwelling prices 
are high, and trend-
ing upwards, there is 
increased activity in 
home and apartment 

building. When those 
prices decline, ac-
cording to a long-held 
belief in the industry, 
if GDP is growing at 
an acceptable rate, 
expenditure shifts to 
renovations.     

Chart 1 shows these 
trends for Australia as 
a whole. While this is a 
very regional situation, 
we’re using this graph 
because it does give 
a pretty good overall 
view of the situation.

statistics
Renovations rise even 
as house prices fall

Chart 1: How do house price changes, interest rate 
reductions and renovations move together?

http://hnn.bz/
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The orange line rep-
resents the Australian 
Bureau of Statistics 
(ABS) numbers for 
the weighted index 
for house prices in all 
eight capital cities. 
HNN sees the bubble 
in prices starting with 
the strong increase in 
house prices beginning 
with the December 
2016 quarter. This 
followed a moderated 
market from Sep-
tember quarter 2015 
through to June quar-
ter  2016. 

The red vertical lines 
indicate reductions in 
interest on the cash 
rate by the Reserve 
Bank of Australia 
(RBA). There is an 
apparent relationship 
between these rate 
cuts, and the stimulus 
on the house price. 

In terms of what led 
to an imbalance in the 
housing market, the 
interest cuts in May 
and August 2016 seem 
a little dubious. How-
ever, what needs to be 
understood is that the 
year-ended non-farm 
GDP growth figure 
for March quarter 
2017 was just 1.8%, and 
for June quarter 2017 
it was just 1.9%. The 
stimulus the RBA was 
applying at that time 
was intended for the 
broader economy, but, 
of course, it affected 
everything, including 
the housing market 
which was already 
sufficiently stimulated. 
Hence, the bubble.

In its statement 
regarding the first of 
those two rate decreas-

es, the RBA said: 
At its meeting today, 

the Board decided to 
lower the cash rate by 
25 basis points to 1.75 
per cent, effective 4 
May 2016. This follows 
information showing 
inflationary pressures 
are lower than expect-
ed.

HNN’s analysis of 
this, as we have written 
in the past, is that the 
Australian economy 
had been braked a little 
too hard as regards 
inflation, and actually 
entered a very brief 
period of deflationary 
activity — which the 
economy is still recov-
ering from today.

At the time of making 
the second of these 
rate cuts, the RBA 
commented:

Supervisory measures 
have strengthened 
lending standards in 
the housing market. 
Separately, a number 
of lenders are also 
taking a more cautious 
attitude to lending in 
certain segments. The 
most recent informa-
tion suggests that 
dwelling prices have 
been rising only mod-
erately over the course 
of this year, with 
considerable supply of 
apartments scheduled 
to come on stream 
over the next couple of 
years, particularly in 
the eastern capital cit-
ies. Growth in lending 
for housing purposes 
has slowed a little this 
year. All this suggests 
that the likelihood of 
lower interest rates 
exacerbating risks in 

the housing market 
has diminished. 

Unfortunately, that’s 
not how it worked out 
— though the RBA was 
still definitely correct 
in cutting rates, given 
the state of the overall 
economy. The interest 
cuts contributed to 
five quarters of strong 
growth in house prices, 
with the ABS price in-
dex going up by nearly 
11%. 

The current “housing 
price crisis” consists of 
this: from the peak in 
December quarter 2017 
through to the recent 
figures for September 
quarter 2018, the price 
index fell by 2.85%. 

That would indicate 
that the price index 
would still have some 
way to fall before the 
RBA gets around to 
considering another 
cut in interest rates. 
If the index continues 
to fall, down below 
the level of Decem-
ber quarter 2016, cuts 

might come up for 
consideration. Even if 
that did happen, we 
would think the rate 
cut would be another 
25 basis points, and 
happen in July/August 
2019, after the Federal 
Election. It seems more 
likely, however, that 
prices will stabilise, 
and no rate cut will be 
required.

The other interesting 
aspect of the graph, 
from the perspective 
of our industry, is the 
green line, which trac-
es the ABS statistics on 
alterations and addi-
tions, which we would 
all call “renovations”. 
These numbers are de-
rived from household 
expenditure estimates, 
and so track most 
renovations, including 
those that don’t show 
up on building permit 
applications.

What we see here is a 
very sharp fluctuation, 
with spending drop-
ping back to 2014 levels 

statistics

Chart 2. This shows 
the quarter-on-quarter 
percent change in ex-
penditure on alterations 
and additions for NSW, 
VIC and Australia. After 
four to five quarters spent 
with a retreating market, 
the major states went 
positive in the June 2018 
quarter.

http://hnn.bz/
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in the second half of 
2017, before rebounding 
sharply to the high-
est level we’ve had in 
the September 2018 
quarter.

If we were to es-
timate why this 
happened, we would 
suggest it was a re-
sponse to the increase 
in prudential oversight 
on lending. For exam-
ple, a typical way of 
funding a renovation 
is through a line of 
credit loan, which is by 
its very nature interest 
only, but secured by 
the value of a proper-
ty. With interest-only 
loans receiving in-
creased scrutiny, these 
could have been more 
difficult for borrowers 
to obtain — at least 
initially.

Probably what we 
are seeing in the graph 
for recent quarters 
is a combination 
of  factors pushing 
up the spending on 
renovations. The first 
is that if regulations 
depressed lending for a 
time, there is a “catch-
up” factor at work, as 
delayed projects get 
the go-ahead. Secondly, 
with the drop in house 
prices, more homeown-
ers may be thinking of 
renovating rather than 
selling to trade up. Fi-
nally, with the drop of 
house prices, there has 
been a decline in build-
ing activity, making 
trades more available 
on the market, thus re-
ducing the prices they 
might charge.

What happens 
next?

The results for the 
June quarter of 2019 
will be crucial to 
interest rate settings. 
Given strength in 
other measures of the 
economy, we could 
expect anything from 
a mild decline to a mild 
increase, which will be 
very much a func-
tion of the number 
of properties offered 
for sale. If that is the 
case, interest rates will 
remain stable.

Renovation activity 
will be an interesting 
indicator to watch. 
HNN thinks this is 
likely to track numbers 
such as wage growth 
over the next year or 
two, as householders 
take a more conserva-
tive approach to credit. 
In general, 2019 is likely 
to be a more cautious 
year, as consumers — 
especially renovators 
— seek value for mon-
ey, and more substance 
than flash in their 
home renovations.

That should mean 
an uptick in some 
standard home main-
tenance categories, 
such as paint, as well 
as an increase in less 
expensive renovation 
items, such as lighting, 
plumbing fixtures, cab-
inetry hardware such 
as handles, and DIY 
storage projects. 

Other areas where 
we could see growth 
would include smarth-
ome, both for control-

lers and appliances, 
as well as an increase 
in the sale of heat 
pumps for heating and 
cooling, spurred by the 
recent brutal summer 
we have endured.  

Top, Chart 2. This shows the quarter-on-quarter percent 
change in expenditure on alterations and additions for SA, 
WA and QLD. SA has see steady grow for three quarters, 
after three quarters of moderating decline. QLD has turned 
positive again after two quarters of contraction, while WA 
remains in growth over four quarters, with that tailing off.
Bottom, Chart 3. This shows the quarter-on-quarter percent 
change in expenditure on alterations and additions for 
NT, ACT and TAS. TAS has seen nine quarters of contraction, 
followed by three quarters of growth. NT has seen nine 
quarter of growth and mild contraction. The ACT splits the 
difference between those two.
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• Partnership with 
the NBL

• New Zealand is 
getting more 
warehouses

• Store openings 
and new builds 
around Australia

• A number of 
smaller format 
stores are being 
developed

• PowerPass has 
been improved

At its most recent 
earnings presentation 
in February, Bunnings 
Australia & New Zea-
land (BANZ) manag-
ing director Michael 
Schneider revealed 
the big box retailer 
broadened the scope of 
its PowerPass app and 
store credit facility for 
its trade customers.

Launched in Septem-
ber 2018, Mr Schnei-
der explained the 
app allowed eligible 
members to search 
for products in-store, 
scan the item and use 
self-checkout. 

Already trialled on 
click-and-collect power 
tools, he estimated 
there were already 
30,000 users of the 
app. Bunnings has 
added trade credit and 
cash pre-pay facilities 
to PowerPass that 
allow online account 
management for ABN 
holders.

According to iTnews, 
this means that tradies 
can be steered away 
from more expensive 
payment instruments 
like credit cards and to-
wards cheaper options 
like BPAY as services 
such as the New 
Payments Platform 
gradually get bigger.

A PowerPass Cred-
it account for up to 
$5000 has a rate of 

8.9%, much lower than 
many other credit 
cards. A 30-day account 
can run a facility up to 
$10,000. Interest free 
periods of up to 60 
days and lower rates 
would also appeal to 
tradies.

Bunnings gets to har-
vest rich data off these 
customers. Digital 
receipting would also 
allow it to send data 
back to apps tradies 
use like Xero or MYOB. 
As payments migrate 
to digital wallets and 
phones, that could 
position Bunnings 
well in terms of using 
analytics and customer 
data.

Data breach

Bunnings recently 
confirmed it notified 
the Office of the Aus-
tralian Information 
Commissioner of a 
data breach, after an 
individual staffer set 
up an employee per-
formance monitoring 
database on his home 
computer and exposed 
it to the internet.

The information in 
the database related to 
a single Bunnings store 
and was not hosted 
on internal systems, a 
company spokesper-
son told iTnews. It was 
accessible over the 

web, and contained 
staff and customer 
information.

Lee Johnstone from 
security firm CTRL-
Box reported the data 
breach to Mr Schneider 
earlier this year. With-
in hours of the report, 
the database was taken 
down.

A limited number 
of Bunnings staff 
member details such 
as names and internal 
identification numbers 
were in the database, 
along with comments 
on employee per-

formance. Most of 
the comments were 
positive, Mr Johnstone 
noted. The database 
also contained log in 
credentials for staff 
and developers. Con-
tact details of almost 
1200 customers were 
exposed, including 
email and addresses, 
and phone numbers.

The Bunnings spokes-
person said the com-
pany was not aware of 
any malicious access 
to the database. Mr 

Bunnings expands 
PowerPass for tradies

continues next page

continues next page
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Bunnings is set to 
move its South Nowra 
store to the former and 
previously unopened 
Masters site; a proposal 
for a $14 million Bun-
nings store at Narrabri 
(NSW) has been lodged; 
Bunnings responds to 
a petition for a store 
to be built in Port Hed-
land (WA); Bunnings 
remains tight-lipped 
on plans for its Pana-
orama (SA) site; and 
Bunnings will expand 
its Telarah-based ware-
house in NSW.

South Nowra

Bunnings has con-
firmed it will open a 
store in a temporary 
location in South 
Nowra (NSW) which 
is expected to open in 
May.

The former blue and 

white Masters building 
in Nowra has been 
repainted in Bunnings 
green. Bunnings area 
manager Rebecca 
James said conversion 
and reformatting 
works were currently 
underway and pro-
gressing as planned at 
the temporary site at 
190-198 Princes High-
way. She told the South 
Coast Register:

The current Bunnings 
Warehouse Nowra will 
close for redevelop-
ment once the tempo-
rary warehouse opens 
in May. Construction 
of the new Bunnings 
Warehouse in Nowra 
is due to start mid-year 
with completion in late 
2020. Once complete, 
the new warehouse 
will stand at over 
17,000sqm…

Bunnings’ proposal 

will see the store’s 
footprint grow by 
almost two and a half 
times its current size. 
It is planned for the 
complex to take up the 
whole site, covering the 
current car park, with 
parking to be extended 
from the current 225 
spaces to 428 spaces 
under the building.

Narrabri

A development 
application (DA) for a 
hardware retail and 
building materials 
outlet in the northern 
NSW region of Narra-
bri has been lodged by 
Bunnings. Submissions 
from the community 
have been received 
and will be considered 
by the council. Bun-
nings general manager 
– property, Andrew 

Marks said:
...The proposed site is 

located on the Newell 
Highway. If approved, 
the new Bunnings store 
would represent an 
investment of over $14 
million and span over 
5000sqm with more 
than 160 car parks.

The DA proposes 
to develop the store 
on the west side of 
the highway north 
of Narrabri. If it goes 
through, the project 
would be Narrabri’s 
biggest retail develop-
ment in decades.

Some argue that 
Bunnings; tradition-
al product lines are 
already provided and 
serviced in Narrabri by 
established local small 
businesses. However, 
proponents of similar 
large developments 
in country towns 

argue that the rise 
in business activity 
through an influx of 
out of town customers 
generally builds local 
business volumes.

Pilbara

Almost 1300 people 
have signed the peti-
tion on change.org to 
have a Bunnings store 
the Pilbara, which was 
touted to come in 2016. 
However the retailer 
has put the develop-
ment of a store on hold 
due to “the slowdown 
of the state’s economy”. 
Bunnings national 
property development 
manager, Andrew 
O’Neil, said:

As a member of the 
communities in which 
we operate we always 
enter these develop-
ments with the great-
est of care, knowing 
that we want to ensure 
we’re building a sus-
tainable business over 
the long term. We are 
encouraged by the out-
pouring of support the 
petition has already 
received.

We always want to 
hear from our cus-
tomers about what 
is important to them, 
and when it comes to 

Smaller format store rollout

Bunnings expands PowerPass (cont.)
Schneider explained in 
a statement that the 
database was created 
by a Bunnings team 
member as an admin-
istration tool, and to 

assist in keeping local 
customers updated 
about activities and 
events.

Doing so howev-
er was a breach of 

Bunnings’ data policy 
guidelines, Mr Schnei-
der said, and apolo-
gised for what has 
happened.

Bunnings will rein-

force its data and pri-
vacy policies with staff 
to prevent future data 
leaks. The retailer has 
contacted customers 
and employees affected 

by the data breach, Mr 
Schneider said.

https://goo.gl/63iRAs
https://goo.gl/r9qxiJ

Bunnings Maitland development proposal. Image: Insite Planning

continues next page
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Bunnings’ new builds
Bunnings Newstead 

in Queensland has 
welcomed its first cus-
tomers; the $45 million 
Bunnings Warehouse 
at Edwardstown (SA) 
is scheduled to open 
in April; the Port 
Macquarie warehouse 
on NSW’s mid North 
Coast opened in early 
March; team members 
have been recruited 
for the Kingaroy (QLD) 
store; former cricketer 
Mark Waugh launched 
the new Smithfield 
(NSW) warehouse; and 
Bunnings Fairfield in 
Melbourne’s northern 
subsurbs has opened.

Newstead

Bunnings Ware-
house Newstead has 
officially opened. It 
is the retailer’s first 
multi-level warehouse 
in Queensland, said 
complex manager 
Leigh Streeter.

The $112 million ware-

house covers 17,000sqm 
over four levels with 
more than 400 car park 
spaces spread across 
two levels. The store 
design includes lifts for 
customers with heavy 
or bulky purchases. 

There will also be 
more than 1600sqm of 
additional retail ten-
ancies on the ground 
level. 

The new Newstead 
store will replace the 
existing Albion ware-
house.

Edwardstown

The upcoming open-
ing of the Bunnings 
Edwardstown store in 
South Australia at the 
former Bridgestone 
factory site follows 
over a year of con-
struction. Complex 
manager Tim Sciberras 
said more than 125 
“new recruits” had 
been employed to work 
alongside existing 
staff. 

Port Macquarie

The $43 million 
Bunnings Warehouse 
in Port Macquarie 
has opened its doors. 
The store is 18,500sqm 
while the entire 
site covers around 
21,000sqm. For a com-
parison, the previous 
Lake Road store mea-
sured 7000sqm.

The new store is one 
of the few In Bunnings’ 
network to have a 
display of seven special 

order carports and is 
just the third hybrid 
store installed; ie. it has 
a dedicated specialised 
trade centre.

Complex manager 
Jacob Andriessen said 
the number of team 
members has grown 
from 127 to 207.

The warehouse has 
also lodged a develop-
ment application (DA) 
to demolish the exist-
ing noise wall adjacent 

The Newstead warehouse is the first multi-level Bunnings store in Queensland

Smaller format rollout (cont.)
building new stores, 
the community’s views 
form a large part of 
our assessment.

Mr O’Neil said the 
company would “close-
ly monitor the area” 
and “remains confident 
that it will be able to 
bring a Bunnings store 
to the Pilbara in the 
future”.

Panorama

The Adelaide Ad-
vertiser reports that 

Bunnings is not 
divulging what it 
plans to do with the 
old Panorama TAFE 
site, almost 12 months 
after it demolished the  
buildings on the land. 
In an statement to the 
newspaper, Mr Marks 
confirmed Bunnings 
still owned the land. 
He said the company 
was “currently explor-
ing other development 
opportunities for the 
site” and had “no im-
mediate plans for the 

vacant land”.
A Bunnings spokes-

woman did not elab-
orate on what those 
“development opportu-
nities” might be, if the 
company planned to 
sell the land or if it had 
been approached by 
any potential buyers.

Maitland

Bunnings is planning 
an $18.42 million ex-
pansion of its Maitland 
warehouse based at 

Telarah. It has lodged 
plans with Maitland 
City Council.

In a Statement of 
Environmental Effects 
compiled by planning 
consultants Insite 
Planning, the proposed 
expansion would in-
clude some demolition 
works to the existing 
south-facing wall onto 
the car park, the south 
facing nursery entry 
and the removal of the 
existing entry.

The plan is to in-

crease the retail floor 
area from 12,551sqm to 
18,058sqm and incorpo-
rate a new right hand 
turn protected access 
point from Bungaree 
Street to reduce traffic 
congestion. 

The application re-
places a previous appli-
cation for a new store 
on the southern part of 
the development site 
that was lodged with 
council in June 2016 
and later withdrawn in 
October 2018.

continues next page

http://hnn.bz/


20

hnn.bz

big box  
update

Bunnings New Zea-
land general manager 
Toby Lawrance un-
veiled build out plans 
for the hardware retail 
chain, saying two new 
stores were under con-
struction, others were 
planned, being refitted 
or upgraded, and the 
development of scan-
and-go checkouts. He 
told the New Zealand 
Herald:

Aspirations for us in 
the next two to three 
years are NZD175 
million of work but 
over five years, another 
NZD175 million … We’re 
building new stores at 
Westgate and Christ-
church Airport and 
hope to start soon in 
Queenstown.

Self-checkouts will be 
introduced soon for big 
stores like Manukau 

and Botany. People 
think it’s putting staff 
out of jobs. But it’s 
around efficiencies and 
team members can 
be redeployed, doing 
something else. All new 
stores will eventually 
be self-checkout to 
enhance the customer 
experience. Then, we 
would run a retrospec-
tive programme in 
existing stores.

Bunnings NZ cur-
rently has 55 stores: 22 
Bunnings Warehouses, 
20 smaller-format 
stores and eight trade 
centres. Mr Lawrance 
said the Bunnings 
Westgate being con-
structed in north-west 
Auckland at 15,544sqm, 
will be one of the coun-
try’s biggest Bunnings 
stores with an estimat-
ed completion value of 

NZD65-67 million. 

Whanganui

Bunnings NZ is also 
planning to build a 
new store in Whan-
ganui. Mr Lawrance 
confirmed that a 
resource consent appli-
cation has been lodged 
for an expanded Bun-
nings Warehouse on a 
different site. He said:

If approved, the new 
warehouse would rep-
resent an investment of 
over NZD19 million and 
span over 8400sqm, 
making it well over 
double the size of the 
current Whanganui 
store.

https://goo.gl/iJ4eTJ
https://goo.gl/LK-

kHSy

NZ warehouse and self-checkout rollout

to the Oxley Highway.
The 4.25 metre high 

sound abatement wall 
was constructed along 
the Oxley Highway 
boundary extending 
for some 640 metres, 
according to the DA 
lodged with Port 
Macquarie-Hastings 
Council. However the 
proposal has been 
branded “arrogant” 
by one resident of the 
neighbouring Sienna 
Grange Retirement 
Community.

Brian Reynolds 

believes Bunnings’ sole 
intention is to expose 
its branding to high-
way traffic. He told 
Port Macquarie News:

They’ve already built 
the advertising tower 
at the rear of the com-
plex. So they must be 
confident about having 
this noise wall demol-
ished. 

I think it is arrogant 
to suggest this will be 
an improvement to 
the entrance of Port 
Macquarie.

Kingaroy 

The Bunnings Ware-
house in Kingaroy 
(QLD) will offer a full 
range including timber, 
trade and a cafe, said 
Bunnings property di-
rector Andrew Marks. 
He said:

The new warehouse 
will represent an in-
vestment of $15 million 
in the community and 
we are currently re-
cruiting for more than 
60 new jobs.

We’re pleased to share 

that the new Bunnings 
Warehouse in Kingaroy 
is on track to open mid-
year as planned.

Smithfield

Australian cricket 
legend Mark Waugh 
officially opened the 
Bunnings warehouse 
in Smithfield. The $63 
million, 17,000sqm store 
includes a five-lane 
trade drive through, a 
cafe and a kid’s play-
ground. It is located on 
the corner of Cum-

berland Highway and 
Sturt Street.

Fairfield

Bunnings has 
launched a new $16 
million store in Fair-
field, a suburb in Mel-
bourne’s inner north. It 
opened its doors early 
March with 65 local 
team members staffing 
the floor.

 Bunnings’ new builds (cont.)
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Bunnings teams up with 
the NBL

The partnership between the big box retailer and the National 
Basketball League includes naming rights of the Player of the 
Game award from round 13, and branding on the NBL semi-fi-
nals courts.

The Bunnings Ultimate Team Training Session will also 
provide one fan and their friends with an exclusive training 
session with an NBL coach in their home state. NBL chief exec-
utive Jeremy Loeliger said the partnership was an exciting one 
for the game.

...The NBL is enjoying its closest season on record so far and 
the league has never been more popular with attendances 
already up five per cent on last season’s record. To have brands 
like Bunnings come on board is further endorsement of the 
NBL’s strength and direction.

Bunnings will join Hungry Jack’s, Chemist Warehouse, Sports-
bet and MG as official broadcast partners of the NBL on Nine 
GO and FoxSports.

From Ipswich Advertiser
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• The final K&D 
store in Tasmania 
is being sold

• Ruralco, includ-
ing its CRT stores, 
has been sold to 
a Canadian agri-
business giant

• Bretts is evoving 
with market 
needs

Brisbane-based 
hardware and build-
ing products compa-
ny, Bretts opened a 
steel frame and truss 
fabrication facility 
at its Geebung (QLD) 
manufacturing plant 
in 2018. It is looking 
beyond its long-stand-
ing timber reputation 
as rising timber costs 
and shortages mean 
builders are increasing-
ly incorporating steel 
into new homes.

Bretts manufacturing 
business development 
manager Darren Harris 
conceded the decision 
by a company that 
started operations in 
1912 from a sawmill, 
raised a few eyebrows. 
Its slogan is “Let’s Talk 
Timber and Hardware”.

However Mr Harris 
said the move was al-
ready paying dividends 
with 15% of the com-
pany’s housing frames 
and trusses now made 
of steel.

Each year, the com-
pany produces enough 
frames and trusses, 
both wood and steel, 
to make more than 
1500 homes. While steel 
frame houses have 
been in Australia for 
half a century, a short-
age of timber and price 
increases following a 
wave of mill closures 
has meant more build-

ers are shifting into 
steel.

Mr Harris said Bretts’ 
largest customer for 
timber frames in-
formed the company 
last year that it would 
be using steel in 50% 
of its projects in the 
future. Within three 
months, Bretts had 
started its steel fabrica-
tion business at its 
Geebung site, where 
it also manufactures 
aluminium windows 

and doors. He told the 
Courier Mail:

We could have worn 
a $500,000 plus loss [by 
not switching to steel] 
but we simply focused 
on providing them with 
what they needed.

Traditionalists in 
the industry might see 
us as traitors but to 
survive in a business 
you need to be aware of 
market shifts.

Steel frames and 
trusses were easier to 

assemble in the factory 
and builders could 
generally put them up 
quicker. Mr Harris said:

Steel maybe saves 
half a day on a job. 

The steel arrives at 
Bretts in large coils 
from supplier Blue-
Scope where it is fed 
into machines that 
cut the flat sheets into 
the required lengths 
using a digital blue-

Bretts Timber sees 
steel in its future 

continues next page

Bretts Timber and Hardware is evolving to supply steel for housing
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Ruralco sold to Canadian agribusiness
Ruralco, owner of Combined Rural 

Traders (CRT) stores among other 
agricultural supplies brands, confirmed 
it has entered into an agreement with 
Canada-based Nutrien for it to acquire 
100% of Ruralco shares. The agreement 
is subject to a vote by Ruralco share-
holders.

In addition to CRT, Ruralco has a net-
work of 50 specialist majority-owned 
rural supply, finance, insurance, grain 
and water service businesses in all 
states and the Northern Territory, with 
brands including Rodwells, Roberts 
Ltd, Primaries, BGA Agriservices, Grant 
Daniel & Long, Territory Rural and live 
exporter Frontier International. 

Nutrien operates in Australia through 
its Landmark subsidiary which has 
been part of rural Australia for 
more than 150 years. It operates 
across merchandise, livestock, 
wool, real estate, insurance and 
finance.

If it proceeds – beyond an 
agreement between both 
boards the deal would still 
require shareholder support 
and Foreign Investment Review 
Board and Australian Compe-
tition and Consumer Commis-
sion approval – the deal would 
combine two of the big three rural 
service providers in Australia. Ruralco 
chairman, Rick Lee said:

There is strong logic in bringing to-
gether the trusted businesses of Ruralco 
and Nutrien’s Australian subsidiary 
Landmark to capture synergies, effi-

ciencies and cost savings in our highly 
competitive rural markets. This will 
benefit both our farmer customers and 
their communities…

https://goo.gl/t2XoUa

Bretts Timber (cont.)
print of the house. It 
is then assembled into 
wall frames and roof 
trusses before being 
shipped to the building 
site.

Mr Harris now 
expects steel frames to 
make up more than a 
quarter of Bretts’ busi-

ness by 2024. He said:
Commercial builders 

are leading the way in 
use of steel and we ex-
pect this to equate for 
25-30% of our overall 
business within five 
years.

The company has 
put on 10 extra staff to 

make the steel frames, 
with plans to expand 
production this year. 
Mr Harris said that 
despite the move 
into steel, timber will 
always be an import-
ant product for Bretts, 
which remains a fami-
ly-owned business.

Houses still look the 
same in that they have 
windows and doors but 
the technology and ma-
terials have changed. 
The old asbestos has 
gone and there are new 
types of cladding. But 
timber is still going to 
be around for flooring 

and timber posts.
From The Brisbane 

Courier Mail

Kim & Glen Mead and Mark & Michelle Dolling, directors of D&M Rural in Bordertown (SA) which was 
recently named South Australia’s CRT Business of the Year 2018

Gloucester Rural Supplies were crowned winners as the 2018 NSW CRT Business Partner of the Year

http://hnn.bz/
https://goo.gl/t2XoUa 
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Kemp and Denning’s 
final store sale

The last Kemp and Denning (K&D) hardware store in Tasma-
nia is being put up for sale, reports the Mercury.

The 1.3ha site in Hobart has gone on the market with real 
estate company Knight Frank. Partner Scott Newton told the 
Mercury:

This will be very significant for the future development of 
Hobart.

Mr Newton said the real estate firm would present the prop-
erty sale in person to potential buyers in Asia. The Hobart store 
would be leased back to K&D and continue to operate for “a 
couple of years”, he added.

K&D has been running hardware operations since Andrew 
Kemp and Victor Denning established a small timber merchant 
business in Hobart in 1902. In the past few of years, the retail-
er has closed stores at Cambridge, Devonport, Glenorchy and 
Kingston and sold its Mitre 10 interests to Tasmania Hardware, 
trading as Clennetts.

It is understood there were previously approaches from Bun-
nings, Woolworths, Queensland firm McDuck properties and 
the University of Tasmania.

https://goo.gl/Y6DzNQ

http://hnn.bz/
https://goo.gl/Y6DzNQ
http://hbt.net.au/
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More Tradelink stores: 
Fletcher Building

Fletcher Building 
recently announced 
a net profit after tax 
of NZD89 million for 
the first half of 2018-19, 
compared with a loss 
of NZD273 million in 
the same period, a year 
earlier.

Dual-listed in New 
Zealand and Australia, 
the company experi-
enced a 38% decline 
in earnings before 
interest and tax to 
NZD33 million in the 
first half of 2018-19 in 
its Australian arm. 
Revenues from its 
Australian operations 
were up 1% to NZD1.55 
billion. Australia is 
the company’s biggest 
division in terms of 
revenue, but sixth in 
terms of profit.

Fletcher Building 
chief executive Ross 
Taylor, who has been 
in the role for just 
over a year, said it 
was already part-way 
through a restruc-
turing of its Austra-
lian operations, and 
the housing market 
downturn would 
allow it to prune even 
harder so it could set 
the operations up to 
extract maximum ben-
efit when the overall 
market conditions 
improved.

Fletcher’s Austra-
lian operations make 

up 34% of its entire 
business and include 
Tradelink plumbing 
and bathroom out-
lets, Iplex pipes, Rocla 
concrete, Stramit steel 
products, Tasman 
Sinkware and Fletcher 
insulation.

The 240-plus network 
of Tradelink plumb-
ing stores would be 
enlarged over the me-
dium term. Mr Taylor 
told Fairfax Media:

There’s probably an-
other 60 or 70 locations 
we can go to.

Tradelink is now 
focusing more on 
small-to-medium 
business customers 
and “tradies” after 
having drifted too far 
into chasing bigger 
projects.

Formica sell-off

In December 2018, 
the company signed an 

agreement to sell For-
mica Group to Nether-
lands-based Broadview 
Holding BV for NZD1.2 
billion, which Mr Tay-
lor said was expected 
to be finalised by the 
end of the 2019 finan-
cial year.

The sale of Formi-
ca marks one of the 
biggest steps in Mr 
Taylor’s remaking of 
the building products 
group into one focused 
on its core markets of 
Australasia. He has a 
five-year strategy of 
turning Fletcher into 
a pure-play building 
products group.

Three-quarters of the 
company’s Australian 
business is tied to the 
residential and com-
mercial markets where 
approvals have dived 
10% in recent months. 
Construction activity 
had come off faster 
than the company’s 

expectation, particu-
larly in larger projects 
around the Sydney 
area, Mr Taylor told 
reporters.

Mr Taylor expected 
that to continue until 
2020, triggering more 
fierce competition 
among suppliers and 
distributors of building 
materials. Its infra-
structure business in 
Australia was stable.

Looking ahead, Mr 
Taylor said he would 
be focussed hard on 
resetting the Austra-
lian arm “for its new 
market reality”.

https://goo.gl/XHCn-
Vi

https://goo.gl/ZoK-
TMQ

http://hnn.bz/
https://goo.gl/XHCnVi
https://goo.gl/XHCnVi
https://goo.gl/ZoKTMQ 
https://goo.gl/ZoKTMQ 
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US based manu-
facturer Klein Tools 
has purchased the 
business assets of 
Wattmaster and Alco 
brands’ parent compa-
ny ElMako Pty Ltd.

Wattmaster markets 
and distributes a range 
of electrician’s tools, 
instruments and con-
sumables. It celebrated 
its 50th anniversary in 
2013. Sister brand Alco 
prides itself on being 

first in market with a 
comprehensive range 
of metal cable glands 
designed in Australia 
to meet local and in-
ternational standards. 
Chairman of Klein 
Tools, Thomas R. Klein 
Snr, said:

The Wattmaster busi-
ness is very appealing 
to Klein Tools as we 
continue to expand 
our Australian-market 
presence. Wattmaster 

and Klein Tools have 
much in common, 
including loyal custom-
ers and reputations for 
high quality products. 
We believe our com-
bined resources will 
present additional 
growth opportunities…

Since 1857, a fami-
ly-owned and operated 
company Klein Tools, 
remains committed 
to investing in the 
Australian market, 

building upon 
its 2010 
acquisition of 
South Austra-
lian business 
Mumme 
Tools.

https://goo.
gl/b43zsR

In an update on the 
divestment of BGC’s 
wide-ranging interests, 
company chairman 
Neil Hamilton re-
cently said the board 
had decided market 
conditions were “not 
conducive to any near-
term plan” to offload its 
building and materials 
construction business-
es. He told The West 
Australian

This is not a market 
in which anything 
near optimal valuation 
could be considered, so 
we are just turning it 
off and getting on with 
running the business. 
In a reasonable market, 
we will revisit the 
motion.

The sale process 
update also noted that 
Macquarie Capital, 
which advised BGC on 
the divestments, would 
explore options for 
BGC Contracting. The 
business has 2000 staff 
working across mining, 
maintenance and civil 
construction projects 

worth a combined $1.7 
billion. Options include 
a potential sale of all or 
part of the business, or 
alternative operating 
models and structures.

Mr Hamilton said as 
BGC started a strategic 
planning review to po-
sition the group for a 
turnaround in market 
conditions, it was the 
right time to intro-
duce an independent 
executive structure 
and appoint a chief 
executive to manage 
the group.

Mr Hamilton revealed 
that the sons of group 
founder Len Bucker-
idge, Sam and Andrew, 
along with stepson 
Julian Ambrose, would 
give up their day-to-
day executive responsi-
bilities with immediate 
effect.

Together with long-
time director Andrew 
Teo, the trio will 
remain non-executive 
directors alongside Mr 
Hamilton and recent 
board appointees Jen-

ny Seabrook and Matt 
Bungey.

Chief financial officer 
Alan Tate will take on 
the role of acting chief 
executive as a search 
for a permanent re-
placement gets under 
way.

The BGC Group, one 
of Australia’s biggest 
privately owned 
business empires, 
announced last May 
that its assets would 
be put on the market 
as part of a staged sale 
process.

Its business units 
span residential and 
commercial construc-
tion, building products, 
contract mining, engi-
neering and property 
management, and gen-
erate more than $2.5 
billion in revenue.

The sale decision 
followed a successful 
mediation of a legal 
dispute over late 
founder’s Len Bucker-
idge’s estate.

Mr Buckeridge, who 
founded BGC in the 

1960s, died in 2014. 
Under a 2008 will 
which vests this year, 
his empire was divided 
among 15 heirs — his 
six children, eight 
grandchildren and 
partner Tootsie.

Mr Hamilton said the 
board was continuing 
to follow an “orderly 
and strategic process 

to allow the Bucker-
idge family to realise 
their investment in the 
group, and these are 
the next steps in that 
process”.

https://goo.gl/5C2y1J

Klein Tools acquires Melbourne brands

BGC withdraws sale of construction unit

BGC’s timber-effects range

http://hnn.bz/
https://goo.gl/b43zsR
https://goo.gl/b43zsR
https://goo.gl/5C2y1J 
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Plumbing and bath-
room supplier, Reece 
Group’s US and New 
Zealand acquisitions 
have led to a lift in 
sales but new costs 
kept a lid on net profit.

For the six months to 
December 31, revenue 
doubled to $2.72 billion 
while integrating its 
$1.91 billion MORSCO 
purchase in the US, 
and bedding down the 
Edward Gibbons and 
Zip Plumbing assets 
in NZ.

The company said $30 
million in acquisition 
costs and a softening 
property market in 
Australia weighed net 
profit down 7.6% to 
$97.7 million for the 
half. Minus the new 

purchases, net profit 
rose 20% to $127 mil-
lion. EBIT increased by 
25% to $192.1 million.

Total branch net-
work in Australia and 
New Zealand was 635 
outlets in the peri-
od, an increase of 20 
outlets. This included 
establishing a HVAC 
presence in New 
Zealand and expand-
ing the network in the 
South Island. In the 
US, MORSCO opened 
two new outlets.

Reece’s first half 
results followed news 
that Australian home 
loans rose at their 
slowest monthly pace 
in more than four 
years in January, with 
the annual rate the 

weakest on record, as 
credit tightening by 
banks and a sharp fall 
in housing prices turn 
off demand. CEO and 
managing director 
Peter Wilson said:

Reece has had an-
other strong result, 
including, for the first 
time, the performance 

of our newly acquired 
US business, MORSCO, 
which is performing in 
line with expectations.

We are seeing more 
moderate growth in 
the residential building 
market in Australia, 
while non-residential 
commencements re-
main strong. Business 

momentum in the US 
continues, with con-
struction and invest-
ment in infrastructure 
returning to long-term 
averages.

https://goo.gl/EBWczo
https://goo.gl/K87jrX

Sika’s recent pur-
chase of Parex Group 
for USD2.6 billion is 
the company’s largest 
ever acquisition. It will 
allow the Swiss-based 
building materials 
supplier to expand in 
key Asian markets and 

Parex’s home market 
of France.

Completion of this 
transaction is subject 
to regulatory approv-
als and expected in Q2 
or Q3 2019.

Following this 
acquisition, Sika chief 

executive 
Paul Schul-
er said the 
company will 
take a break 
from mak-
ing further 
large scale 
acquisitions, 
according 
to a Reuters 
report.

Sika’s pur-
chase of Parex 
from private 

equity firm CVC Capi-
tal Partners will double 
the size of its mortars 
business. The company 
has been on the hunt 
for large acquisitions 
since it emerged suc-
cessfully from a hostile 
takeover attempt from 

France’s Saint-Gobain 
last year.

Parex used to be part 
of French cement mak-
er Lafarge SA.

The purchase would 
be the third acquisi-
tion announced by 
Sika in less than three 
months. In November 
2018, it bought the con-
crete-fibres business of 
Propex, and one month 
later announced an 
agreement to buy 
Arcon Membrane, a 
manufacturer of roof-
ing and waterproofing 
systems in Romania. 
Mr Schuler said in the 
statement:

The businesses of Par-
ex and Sika are highly 
complementary. Using 

Parex technologies as 
a growth platform will 
help to generate great 
profitable growth.

More recently, Sika 
announced it has 
agreed to buy Cana-
da’s King Packaged 
Materials Co. for an 
undisclosed price. The 
family-owned Ontario 
firm is currently part 
of KPM Industries, and 
manufactures a range 
of concrete and related 
building products, in-
cluding dry shotcrete, 
grouts and masonry 
motors.

https://goo.gl/C9Rz9G
https://goo.gl/X1M-

4Kn

Sika buys building products rival Parex

Davco Easy Grout is made and distributed by Parex Group in Austra-
lia. Branding developed by Handle Branding.

Reece profit impacted by costs

http://hnn.bz/
https://goo.gl/EBWczo 
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Stanley sues Sears over Craftsman brand
US-based retailer 

Sears is being sued 
on by Stanley Black & 
Decker which accused 
it of breach of con-
tract and trademark 
infringement over its 
new line of profes-
sional-grade mechan-
ics tools under the 
Craftsman Ultimate 
Collection brand. The 
complaint was filed in 
the Southern District 
of New York, and is 
called Stanley Black 
& Decker Inc v Trans-
form Holdco LLC.

Craftsman had been 
an iconic Sears brand 
before Stanley paid 
about USD900 million 
for it in March 2017, 
while giving Sears 
what it called a “limit-
ed” license to sell some 
Craftsman products.

But according to 
the complaint, Sears 

breached the license 
agreement by launch-
ing its new tool line 
and touting its stores 
as “the real home of 
the broadest assort-
ment of Craftsman”.

Stanley said the 
tagline falsely implies 
that other Craftsman 
products are “some-
how illegitimate”. It 
also said Sears’ actions 
threaten to confuse 
shoppers and irrepara-
bly harm Stanley’s own 
Craftsman brand and 
trademarks, as well as 
its goodwill and cus-
tomer relationships.

In the official press 
release about the 
range, Sears said:

The Ultimate Collec-
tion features newly 
redesigned, high per-
formance ratchets and 
ratcheting wrenches. 
Most sets include 

unique time-saving 
accessories such as 
speed handles, spinner 
discs and ratcheting 
adapters, ideal for 
professional mechanics 
as well as DIYers, to 
get the job done faster. 
This range of high-per-
formance ratchets, 
wrenches and more are 
exclusively available at 
Sears stores, online at 
Sears.com and at Sears 
Hometown stores.

“Sears is the real 
home of the broadest 
assortment of Crafts-
man, and we’re pleased 
to offer our customers 
innovative new prod-
ucts from this power 
brand,” said Peter 
Boutros, president of 
Kenmore, Craftsman 
and DieHard and chief 
brand officer for Sears 
and Kmart.

Sears bankruptcy

Sears emerged from 
Chapter 11 in February 
2019 after long-time 
chairman Edward 
Lampert, who oversaw 
its years-long descent 
into bankruptcy, won 
court approval for a 
USD5.2 billion take-
over, which included 
the Craftsman li-
censing rights. The 

reorganised company 
was expected to have 
about 425 Sears and 
Kmart stores, down 
from roughly 3,500 
when those companies 
merged in 2005.

https://goo.gl/yyCbcJ
https://goo.gl/1AVkM6

The Craftsman Ultimate Collection from Sears

Crescent campaign touts “Australian Made”

Sam Kekovich, for-
mer star of Meat and 
Livestock Australia’s 
advertising campaign, 
is now persuading 
tradies to buy locally 
made products in 
Crescent Lufkin’s 
latest ad.

Made by MAW Com-
munications Sydney, 
the “Does Your Mate 
Measure Up?” cam-
paign features Mr Ke-
kovich praising tradies 
as “the backbone of 
this great country”. 
He lists many reasons 

why tradies 
should be 
using Aus-
tralian made 
products, 
including not 
giving the 
profession a 
bad reputa-
tion.

Marketing 
manager for Crescent 
Lufkin, Kristin Viccars, 
said Sam Kekovich is 
“the Aussie patriot” 
and the choice to fea-
ture him in the ad was 
“an easy one”.

Here is a link to the 
ad on YouTube:

https://goo.gl/NDG-
d9c

The Fluorolok tape 
measure is part of 
the current Crescent 
Lufkin range and is 
designed to be seen in 
most environments: 
a jam-packed toolbox, 
busy workshop or 
cluttered site. With 
bright hi-vis coloured 
casing, available in 
green, yellow and or-
ange, the Fluorolok has 
a 90-degree case for 
high-functionality and 
taking measurements 
against a wall or stud 
frame without bending 

the tape line.
In terms of 

blade-locking capabil-
ities, the over-centre 
lock shoe is paired 
with the sure-toggle 
lock button to prevent 
blade slippage. It also 
has a removable belt 
clip, extended tape 
mouth and long life 
graduations on the 
blade.

https://goo.gl/f6eyzb
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Australian plumbing 
parts company Reli-
ance Worldwide Corpo-
ration (RWC) revealed 
that net sales grew by 
50.1% to $544.2 mil-
lion, mostly due to its 
UK-based John Guest 
acquisition. Excluding 
the acquisition, core 
net sales were up 7.4% 
to $389.4 million.

Other performance 
indicators in the first 
half compared to the 
prior corresponding 
period include adjust-
ed earnings before 
interest, tax, deprecia-
tion and amortisation 
(EBITDA) increased 
65% to $130.8 million. 
Excluding John Guest, 
adjusted EBITDA 
was down 3% to $77.2 
million. Adjusted net 
profit after tax IS up 
80% to $74.9 million.

The adjusted result 

strips out one-time 
items such as integra-
tion costs that have 
been expensed, a John 
Guest fair value inven-
tory unwind charge, 
and the impact of 
adopting new revenue 
accounting standards.

According to RWC, 
John Guest is per-
forming well and is 
generally exceeding 
the company’s ex-
pectations. John 
Guest makes a plastic 
version of the push-
to-connect plumbing 
fittings which are a 
cornerstone of its US 
business.

Realised synergy 
benefits in this period 
were $4.1 million and 
remain on track to at 
least meet the previ-
ously-advised target of 
$10 million by the end 
of FY2019.

RWC said new prod-
ucts are being trialled 
and successfully 
launched through ma-
jor customers includ-
ing The Home Depot 
and Lowe’s.

However with Brexit 
on the horizon, the 
company may have 
meaningful exposure 
to the UK through its 
John Guest business. 
Management does not 
believe that Brexit 
will have a materially 
negative impact on its 
business, but it will 
continue to monitor 
the situation as things 
develop.

Chairman

As the world’s largest 
manufacturer of push 
to connect plumbing 
fittings and specialist 
water control valves, 

RWC is best known by 
plumbers for its Shark-
Bite pipe connector.

It announced the 
appointment of Stuart 
Crosby as chairman 
following the retire-
ment of Jonathan 
Munz from the board. 
Mr Crosby has been a 
non-executive director 
of Reliance since April 
2016 and has previ-
ously been CEO and 
President of Comput-
ershare.

Before stepping down 
as chairman, Mr Munz 
sold his final 10% stake 
in the company. (The 
sell-down was first re-
vealed by The Austra-
lian Financial Review’s 
Street Talk column.) He 
told Fairfax Media:

I have been involved 
with RWC for 33 years 
and it is now time to 
move on.

The Munz family 
built up RWC from a 
small manufacturing 
entity to a $4 billion 
global company. They 
kept a 30% stake when 
RWC listed on the ASX 
in April 2016. Before 
that the family owned 
the entire company, 
acquiring it in 1986 
when it had revenues 
of just $14 million and 
was primarily focused 
on Australia.

https://goo.gl/zWL-
DEd

https://goo.gl/BS3orn

RWC’s UK acquisition helps deliver profit 

In 2018, RWC acquired UK-based John Guest, manufacturers of plastic push-to-connect plumbing fittings

http://hnn.bz/
https://goo.gl/zWLDEd
https://goo.gl/zWLDEd
https://goo.gl/BS3orn 
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Adelaide Brighton raises prices

Building materials 
supplier Adelaide 
Brighton plans to 
increase the prices of 
all of its products from 
April 1, stating that 
“the demand environ-
ment is anticipated to 
be supportive of these 
increases”.

The company’s 
net profit for the 12 
months to December 31 
increased 1.4% to $185.3 
million, with revenue 
up 4.6% to $1.63 billion.

Underlying earn-
ings before interest, 
tax, depreciation and 
amortisation fell 3.7% 
to $191 million for the 
year, which the compa-
ny attributed to lower 
cement volumes and 
higher import costs.

The firm said it 
expected demand in 
the residential sector 
to fall over the com-
ing year, particularly 
in NSW and Victoria, 
but that this would be 

offset by an 
increase in 
non-residen-
tial, engi-
neering and 
infrastructure 
work.

Leadership 
changes

Newly ap-
pointed chief 

executive Nick Miller 
took over from Martin 
Brydon on January 30. 
Mr Miller was most 
recently managing 
director and CEO of 
infrastructure com-
pany Broadspectrum. 
Formerly known as 
Transfield Services 
Ltd, Broadspectrum 
operates in Australia 
but has been owned by 
Spanish company Fer-
rovial since June 2016.

Adelaide Brighton’s 

major shareholder 
Barro Properties – 
with a 43% stake of 
the company’s issued 
capital – has also nom-
inated Rhonda Barro 
to be a new board 
director for election at 
the company’s AGM in 
May this year. Two of 
the current directors 
are nominees of Barro 
Properties.

However, Adelaide 
Brighton said if 
the new director is 
appointed and the 
current independent 
directors standing 
for election are not 
re-elected, the board 
will no longer consist 
of a majority of inde-
pendent directors.

Adelaide Brighton 
has a small board for 
a company with a 
sharemarket capital-
isation of $3 billion and 

is a stickler for com-
plying with the ASX 
Corporate Governance 
Council recommen-
dations that there 
always be a majority of 
independent directors 
on a board.

The independent 
directors believe it’s 
important that the 
company comply with 
the ASX recommen-
dation that there be a 
majority of indepen-
dent directors on the 
board. As such, the 
board will continue to 
discuss its composition 
in the lead up to the 
AGM.

https://goo.gl/Je7Ukt
https://goo.gl/ubhnvT

Mayo Hardware called in PwC for review
In late 2018, the 

Street Talk column in 
the Australian Finan-
cial Review reported 
the owners of Mayo 
Hardware hired PwC 
Australia to help 
consider a number 
of strategic options, 
including selling the 
business or taking on a 
new investor.

At the time, the 
company was expected 
to be shown to Aus-
tralian and offshore 
mid-market private 
equity firms as part 
of the review, as well 
as potential strategic 
buyers. Private equity 

firms have had success 
investing into fami-
ly-owned businesses 
in the past, and are 
increasingly looking 
to partner with family 
shareholders to boost 
growth in a five to 
10-year investment 
horizon.

Street Talk speculat-
ed the company makes 
about $20 million to 
$25 million in annual 
earnings before inter-
est, tax, depreciation 
and amortisation, 
which is likely to fuel 
expectations of a $200 
million-odd deal value.

Mayo Hardware has 

booked solid growth in 
recent years, mainly on 
the back of its growing 
product line. In 2017, 
the company acquired 
the distribution rights 
for DeWalt pressure 
washers and genera-
tors. It also distributes 
the Thermacell and 
Sentry Safe products 
among others.

Founded by Cecil 
Mayo, the company 
started selling locks in 
Australia on behalf of 
Master Lock. It contin-
ues to position itself as 
the exclusive distrib-
utor of Master Lock 
products in Australia, 

and has 
expanded 
its product 
and service 
offering.

https://goo.
gl/jXopNU
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Toro makes biggest ever 
acquisition

The Toro Company will pay USD700 million to buy Oklaho-
ma-based Charles Machine Works (CMW) and its well-known 
Ditch Witch brand, expanding into the underground utility 
market. It will helping to smooth out the weather and seasonal 
aspects of the maintenance equipment, the current core of 
Toro’s business.

The deal is the company’s largest acquisition, beating its 
USD227 million purchase in 2014 of the Boss line of professional 
snow equipment.

Privately held CMW makes a wide range of products, from 
drills and ride trenchers to utility loaders for the underground 
pipe and cable market. It had revenue of USD725 million last 
year, according to a Toro press release. Toro’s chief executive, 
Richard Olson, said CMW’s navigation, 3-D imaging and other 
technology will be beneficial to all of Toro’s manufacturing. It 
will expand business in an adjacent category that fits well with 
Toro’s specialty construction business.

And it comes at a time, he said, when the market is “attractive 
given the potential for growth in addressing both aging infra-
structure that is currently in place and new infrastructure that 
will be needed to support next generation technologies like 5G”.

In addition to Ditch Witch, CMW is also the parent company 
for the MTI and American Augers, Subsite Electronics, Ham-
merHead Trenchelss, Radius HDD and Trencor brands.

Toro will take on new debt to fund the all-cash transaction, 
and is expected to close before the end of Toro’s fiscal 2019 third 
quarter.
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in this  
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retail update

in this  
update:

• Neil Cowie has 
resigned from 
his role as Mitre 
10 New Zealand 
chief executive

• Digital evolution 
and smaller 
stores for IKEA 
Australia

After five years in the 
top job, Mitre 10 chief 
executive Neil Cowie is 
resigning and will end 
his stint having over-
seen a 50% increase in 
annual sales.

According to a report 
in Business Day (NZ), 
sales across the group’s 
40 Mitre 10 and 41 
Mitre 10 MEGA stores 
increased to NZD1.5 
billion in the year 
ended June 30, from 
NZD1.04 billion in the 
June 2014 year – under 
Mr Cowie’s leadership. 
Chairman Martin Dip-
pie said in a statement:

Neil has been a plea-
sure to work with – he 
has a real passion for 
retail, has thrived in 
our co-operative envi-
ronment by building 
strong and genuine 
relationships with our 
members and suppli-
ers alike. I believe his 
greatest achievement 
has been his contri-
bution to the future 
vision for Mitre 10 and 
building a really strong 
executive leadership 
team to deliver this.

Mitre 10 NZ has 83 
stores throughout the 
country and employs 
close to 5000 staff.

In New Zealand, Mi-
tre 10’s store network 
compares to 62 Fletch-
er Building-owned 
Placemaker stores, 55 

Bunnings stores, and 
53 Carters outlets. 
Chief financial 
officer, Matthew 
Washington has 
been appointed 
acting CEO while 
the board starts an 
international search 
for a new CEO. Mr 
Cowie will help the 
board during the 
handover period.

Mr Cowie and Mr 
Washington held the 
same CEO and CFO 
roles at failed chil-
dren’s wear retailer 
Pumpkin Patch be-
fore jumping ship to 
the hardware chain. 
Their move was 
well-timed as the 
Canterbury rebuild 
and Auckland house 
shortage stoked 
demand for building 
materials and home 
furnishings.

Government figures 
show inflation-ad-
justed retail sales of 
hardware, building and 
garden supplies rose to 
NZD7.64 billion in the 
March 2018 year, from 
NZD5.92 billion in the 
March 2014 year, a 29% 
increase. Including 
inflation, sales were 
up 35%, lagging behind 
Mitre 10’s increase.

Mr Cowie said the 
past five years were 
the most enjoyable and 
satisfying of his career, 

which has included 
stints at discount 
chain Warehouse 
Group and Australian 
retailers Big W and 
Michel’s Patisserie.

Very few leaders 
get the opportunity 
to preside over more 
than NZD600 million 
of growth during their 
tenure. I am particular-
ly proud of the unique 
culture we have cre-
ated at Mitre 10 which 
I believe has helped 
to create sustainable 

value to our member 
shareholders, as well 
as being a great place 
for people to come and 
work each day.

https://goo.gl/gyyArL

Mitre 10 NZ boss is 
stepping down
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Home improvement 
and furniture retailer, 
IKEA said it now reach-
es most of the country 
via its online shop, 
compared with 25% of 
the population a year 
ago through its big box 
stores.

On a recent visit to 
Australia, IKEA Group 
global chief executive 
Jesper Brodin said the 
company is looking to 
use big data, small-
er-format stores and 
next-day delivery to 
take more share of its 
customers’ dollars.

IKEA did not launch 
a full e-commerce 
offer in Australia until 
about eight months 
ago. Despite being late 
to going online, Mr 
Brodin said IKEA was 
undergoing a “digital 
revolution”. He told 
The Australian Finan-
cial Review:

We have given 
ourselves three years 
to roll this out – to 
push out digital across 
the world. We have 
been making massive 
investments in organ-
isational structures in 
the past few months – 
the digital revolution is 
coming and that way, 
if you are in Sydney or 
Alice Springs, you have 
the same accessibility.

Mr Brodin, who took 
on the global CEO role 
in September 2018, said 
his goal was to offer 
same-day or next-day 
delivery of products, 
similar to Amazon. 
In metro areas such 

as Sydney, Brisbane 
and Melbourne, IKEA 
customers often can 
already get next-day 
delivery.

Mr Brodin said there 
has been a shift in 
thinking at IKEA, and 
it would use big data 
to gain consumer 
insights.

We are now increas-
ing the knowledge and 
looking at customer 
behaviour because of 
all the activity on the 
mobile phones, mobile 
websites and our own 
website.

Australia country 
head Jan Gardberg 
said that while using 
big data was key, the 
shift is also about 
understanding what 
worked for families 
and different life situ-
ations.

At the same time, 
there will be small-
er format stores in 
Australia. IKEA plans 
to test stores between 
3000 and 10,000sqm 
and open planning 
studios between 60 
and 100sqm in West-
field centres, where 
consumers can plan 
kitchens or cupboards.

However, many 
economic observers 
believe the Australian 
retail market is mixed 
at best, and it will not 
be easy to win con-
sumers’ dollars amid a 
tough backdrop with 
falling property prices, 
low wage growth and 
rising non-discretion-
ary costs. According 

to Citi, Kmart and 
Bunnings, sales growth 
is slowing.

However, Mr Brodin 
remains bullish despite 
a challenging retail en-
vironment. He said the 
higher cost of living in 
Australia and bigger 
houses, compared with 
Europe or Asia, works 
in IKEA’s favour.

We take market 
share in downturns. 
Of course we have 
concerns about the 
economy, but there is 
not much we can do 
about that but focus 
on bringing lovely solu-
tions to the home. We 
have full-room sets for 
$1000 – you don’t have 
to sacrifice your needs 
or dreams.

The IKEA foot-
print has doubled in 
Australia in the past 
five years. IKEA now 
has three distribution 
centres to support 
online shopping, which 
comprises 12 to 13% 
of its total Australian 
sales of $1.39 billion in 
fiscal 2018.

Broader kitchen 
offer

IKEA’s parent firm, 
Ingka Group, has pur-
chased a 49% stake in 
US kitchen installation 
firm Traemand. The 
two companies have 
been working together 
for the last 13 years.

Traemand partners 
with the retailer in the 
US and Canada and 
connects customers 
with subcontractors 
who can help them lay 
out and install IKEA 
kitchens. The company 
said in a statement:

With the investment 
in Traemand, the 
customer experience 
will be more simple and 
seamless … It makes it 
possible to integrate 
the planning and the 
installation service in 
the purchase.

The investment will 
also allow Traemand 
to expand its kitchen 
service concept beyond 
the US and Canada.

The price that Ingka 
paid for the stake was 

not disclosed, and 
leaves the door open 
for a full acquisition 
down the road. It fol-
lows its acquisition of 
TaskRabbit a year ago.

Both moves speak to 
changing market pref-
erences, and consum-
ers more used to being 
offered easy at-home 
delivery as well as in-
stallation services. The 
IKEA model — partic-
ularly its DIY home-
build focus — has lost 
some of tis appeal with 
consumers in recent 
years. By offering more 
services associated 
with its goods —along 
with upgraded digital 
commerce portals 
— IKEA is moving 
to bring its offerings 
more in line with what 
today’s customers 
might want.

https://goo.gl/16j2Vn
https://goo.gl/cHZM-

Kv

retail 
update

IKEA Australia growing its digital reach

Ikea’s new smaller-format store at Westfield Stratford City in London (UK)
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Text• While results 
were subdued in 
comparison with 
previous two 
years, Bunnings 
returned to the 
steady growth 
prior to Masters 
boom/bust

• Forecasts mod-
erating future 
growth

• Continues push 
into digital, with 
click-and-collect 
for Craigieburn, 
VIC, and a rollout 
planned for 
Tasmania

The Wesfarmers-owned Bunnings announced 
its results for the first half of FY2018/19 on 21 
February 2019. Revenue was $6909 million, an 
increase of $343 million or 5.3% on the previous 
corresponding period (pcp), which was the first 
half of FY2017/18. Earnings before interest and 
taxation (EBIT) grew ahead of sales, coming in 
at $932 million for the half, up by 7.9% on the 
pcp.

Total store sales growth was 5.5%, and store-
on-store (comp) growth was 4.0%. While these 
numbers were down on past performance (10.1% 
and 9.0% respectively for the previous half), 
they are basically inline with Bunnings’ perfor-
mance pre-2014, which was prior to house prices 
really spiking. 

The company also delivered an outstanding re-
turn on capital (RoC) of 50.2%, up from 47.0% in 
the pcp. For much of its history, this figure has 
been under 35% for the big-box home improve-
ment retailer. (RoC effectively measures how 
well a company is managing 
the capital invested in it.)

The overall view of Wes-
farmers is somewhat compli-
cated by a series of sales and 
divestments. This includes the 
demerger of Coles and the sale 
of Kmart Tyre & Auto. In terms 
of net profit after tax (NPAT), 
the company states that it 
generated $4.5 billion, which 
includes $3.1 million from 
discontinued operations and 
other non-operational sources. 
For its continuing operations, 
Wesfarmers is claiming NPAT 
of $1.1 billion, which it says 
represents an increase of 10% 
over the pcp, which was the 
first half of FY2017/18.

Kmart operations exclud-
ing the Tyre & Auto division 
brought in EBIT of$383 mil-
lion, down by 3.8% on the pcp. 
Officeworks increased EBIT 

by 11.8% to reach $76 million. WesCef increased 
EBIT by 2.2% on the pcp to reach $185 million. 
Industrial & Safety, affected by weak overseas 
markets, fell 19.2% over the pcp, to return EBIT 
of $42 million.

Bunnings

As Chart 1 indicates, while the growth in store-
on-store revenue was not as good as some re-
cent past results, it’s not unusual for Bunnings. 
Chart 2 shows what the results really look like, 
which is a steady increase in both revenue and 
earnings, and outstanding growth in RoC, and 
even a slight increase in EBIT margin. 

Michael Schneider, the managing director of 
Bunnings, explained why some of the numbers 
were not quite as robust as in the past in his 
initial opening remarks:

Our performance for the half was under-
pinned by continued growth in the consumer 

Wesfarmers/Bunnings 
results 2018/19 H1

Results for FY 2018/19 first half

Category
2018/ 
2019 

H1

2017/ 
2018 

H1
Change

Sales Revenue 6,909 6,566 5.22%

EBIT 932 864 7.87%

Total stores sales 
growth

5.5% 10.1% -4.60%

Store-on-store (comp) 
sales growth

4.0% 9.0% -5.00%

Bunnings

http://hnn.bz/
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and commercial markets in all categories and 
across all major trading regions. This result was 
really pleasing given we were cycling high levels 
of sales growth [from] last year, and we expe-
rienced a wet and late start to spring early in 
the half ... as well as softening conditions in the 
residential housing market.

Mr Schneider provided some forward-looking 
statements, which will not come as a surprise to 
anyone in the hardware retail industry:

We expect moderating trading conditions 
to continue in the second half of the year on 
the back of continued uncertainty about the 
residential property market. Focused and 
disciplined execution of our strategy will ensure 
we continue to build on our recognised market 
strengths to drive growth and strengthen the 
core of our business. Bunnings is a good mix of 
discretionary and necessity spending, and this 
positions us well for the future.

In terms of operational matters, the half-year 
results are usually delivered in a very low-key 
way, with the division preferring to save any 
major announcements for the Wesfarmers 
Strategy Day in June. It’s helpful to look at Mr 
Schneider’s comments in three different catego-
ries: comments about past and present opera-
tions; comments about upcoming operational 
changes; and comments on new innovations in 
progress.

Present operations

Mr Schneider indicated that Bunnings would 
be investing in kitchens and bathrooms, which 
he regards as an area where the retailer has a 
low marketshare. He also pointed to an expan-
sion for ranges sold for the following categories:
• home automation
• independent living (ageing in place)
• outdoor living
• outdoor power equipment
• storage

Operationally, Mr Schneider pointed to the 
following areas as receiving additional focus:
• events
• workshops
• in-store activities
• installation services linked to product sales

Mr Schneider also pointed to some newer 
categories the company would be pursuing, 
including:
• cordless cleaning
• outdoor structures
• trend green life

• advanced trees
• turf

Upcoming operational changes

Mr Schneider commented that:
We are increasingly using analytics to help 

us look at ways to drive productivity, inventory 
and range optimisation and improve perfor-
mance. We will continue to evolve our thinking 
regarding the way we view the market, invest in 
our supplier and partner relationships so that, 
coupled with our developing digital and data 
analytics capabilities, we can continue to elevate 
our widest range and more value philosophy for 
the benefit of all customers.

New innovations

The innovations nominated by Mr Schneider 
for comment included: Bunnings’ PowerPass 
app; a click-and-collect trial started at its Crai-
gieburn store in Victoria; and the extension of 
that trial to Tasmania.

Digital

The overall narrative of exactly how Bunnings 
is setting about its expansion in digital, partic-
ularly converting its website to being transac-
tional, is far from clear at the moment. That’s 
largely because, it seems, the company would 
rather wait until the Wesfarmers Strategy Day 

Chart 1: Store number 
and store-on-store 
revenue

http://hnn.bz/
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in June 2019 to set out its plans. However, given 
the nature, size and timing of the changes, in-
vestment analysts need to know more now.

So, while Mr Schneider said really very little 
in his prepared remarks, he did provide more 
details in response to questions. It’s not possible 
to document these answers by just repeating 
parts of the Q&A session. HNN would like to ac-
knowledge the really astute questions that were 
asked by Ben Gilbert, executive director and 
analyst from UBS Investment Bank, and  Bryan 
Raymond, VP and  analyst, Citigroup Inc.

One of the core questions the analysts posed 
was whether this move to online sales was 
just for the sake of the thing, even though it 
might dilute profits, or if the case were the 
reverse, and by not moving earlier Bunnings 
had forgone a measure of sales and profits. Mr 
Schneider’s thoughts regarding this included 
the following response:

I think one of the advantages for Bunnings in 
arriving at this online point at this point in time 
is that there’s a lot of innovative technology 
and technology that’s available that I think will 
allow us to be very competitive in this space, cer-
tainly, relative to our peers but also very much, 
as I said, focused on what the customers are 
looking for with the online purchasing.

This suggests that, in part, the decision was 
not only based on the internal situation of 
Bunnings, but also on the way the technology 
has evolved. The second part to this answer is 
Mr Schneider’s suggestion that the needs of cus-
tomers had also gradually evolved:

What this is, is a logical evolution of the busi-
ness. So there’s a recognition that the market 
continues to evolve and changing customer 
needs continue to change. We’ve always had a 
very interactive website. We have millions of hits 
a month, customers downloading information 
on how to do a project or information about 
products and services. So the sort of natural 
rollover, it just makes sense at this point in time. 
It’s been about 12 months now since we took 
the 20,000 or so products we have in our special 
orders range online. It’s there for customers. 
Customers will use it when it’s needed. 

So, changing technology, changing customer 
needs. Then the way Bunnings sees itself bring-
ing this technology into the company is match-
ing those needs to the technology through the 
process it calls “test and learn”, which includes 
its pilot click-and-collect project at the Craigie-
burn Bunnings warehouse, and its later exten-
sion into Tasmania.

So the test-and-learn environment at Crai-
gieburn, the test-and-learn environment we’ll 
create in Tasmania will allow us to understand 
the model, the costs and the desire. And let us 
build the offer up from there. 

...
But we want to do things in a way that is cus-

tomer-led and customer-informed. So we haven’t 
started with any predetermined notions around 
costs or model. 

The other important element analysts sought 
to clarify was how Bunnings intended to handle 
the build-out of its logistics capability to cope 
with home deliveries. Mr Schneider responded 
in part to this by saying:

We haven’t started with any predetermined 
notions around costs or model. But we have a 
big network, we have over 370 trading locations 
around Australia and New Zealand. So our 
proximity to our customers is pretty good. We 
continue to build out the physical network and 
invest in that as well. So it will give us a really 
strong all-market, all-channel type approach. 
But we’ll obviously do it in the best Bunnings 
way we can, which will have a very keen focus 
on lowest cost so that we can continue to give 
customers the best offer.

The last word on where Bunnings — and 
Wesfarmers — will go in terms of digital trans-
formation ultimately rests with the Wesfarmers 
managing director, Rob Scott, and the board 

Chart 2: Revenue and 
EBIT for comparative 
half-years.
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of the company. Asked about potential future 
acquisitions, and the direction of the company, 
Mr Scott had this to say:

Well, as you know, we don’t give too much away 
on the specifics, but the general commentary I’d 
provide, there’s an enormous diversity of oppor-
tunities that we’re looking at. Yes, there is a bit 
of an orientation to the industrial side across a 
range of areas. There are some areas that we’re 
also looking at that are adjacencies to our retail 
businesses. And yes, a real combination of some 
small, really interesting bolt-on opportunities 
with a bit of a technology digital exposure to-
wards bigger opportunities, some of which we’ve 
had on a watching brief for quite some time.

....
And really what it’s about, it’s not just about 

relying on where market prices are, it’s also le-
veraging unique capabilities or relationships or 
synergies that we have. So something we spend 
a lot of time thinking about is what is it that is 
going to make Wesfarmers a successful buyer.

Analysis

Bunnings faces a series of new challenges 
as we look ahead to a changed strategy for 
FY2019/20 and beyond. One of those challenges 
is that the company is, for the moment, the 
prime growth engine for the whole of Wesfarm-
ers. Its role in the past was to produce a reliable 
stream of EBIT, which could be used to, for 
example, fund the expansion of Coles. Now that 
Coles is gone, Bunnings is expected to go to a 
different place on the risk/reward curve. 

Those changed expectations feed into in-
creased pressure for the company to transform 
itself into more of a digital enterprise. The real 
question at the base of that transformation is 
how and where it will be achieved. One option 
is a “standard” Bunnings, that serves customers 
through its successful stores, with digital ser-
vices somehow “bolted-on” — which is essential-
ly what click-and-collect is. Or will everything 
become digital, in a sense, with its entire logis-
tics strategy re-geared around this?

For those who are not aware, one reason why 
digital transformation poses some challenges 
for Bunnings is due to the nature of its logistics. 
One of the company’s early innovations was to 
construct a logistics network which did away 
with the need (mostly) for a centralised ware-
house system. Distribution to the store was 
left in the hands of its suppliers, as part of the 
supply contract. The only exception to this are 

Bunnings’ captive brands, such as Ozito, where 
product is shipped directly from China to its 
own system of warehouses, for on-delivery to 
stores.

There are some areas where the company 
would easily benefit from online ordering and 
delivery. For example, in more remote areas of 
Australia, one could imagine Bunnings setting 
up delivery lockers in small towns, then running 
a regular, scheduled service that dropped orders 
off on a once-a-week basis for a nominal fee. For 
farmers and others who live 100km from the 
nearest Bunnings, that could save them a couple 
of hours out of their busy days. Not to mention 
that such facilities, which would expand the 
footprint of Bunnings, might play into its over-
all expansion plans as well.

In other areas, however, Bunnings will run into 
the conundrum that most online retailers face: 
can you charge consumers for the extra work of 
picking, packing and delivery, or do you absorb 
some or all of that as essentially a marketing 
cost? Do you formalise that marketing cost in 
an arrangement such as Amazon’s much-copied 
Prime service? This is complicated by the fact 
that, given its logistics structure, all of that 
process would have to be performed at the store 
level. It’s arguable that these are specialised 
tasks, so would this fit into its model of using 
employees in a mixed role of both customer 
service and stocking?

What seems likely, over the next year or so, 
is that we will see click-and-collect spread 
throughout the store network, and that this will 
be followed by very selective delivery services. 
For example, it’s common that at certain sea-
sonal points homeowners will buy large bags of 
fertiliser or mulch for their gardens. Bunnings 
could introduce something like an annual sub-
scription service for those products, and then 
run single delivery runs, where trucks set out 
on a Saturday morning loaded down with bags 
of mulch, and follow the most effective delivery 
route through an area.

In the end, the most 
we can say about Bun-
nings’ digital plans is 
that we don’t know. 
Going on past expe-
rience, we are likely 
to learn more at the 
upcoming Strategy 
Day, but it’s likely even 
then many questions 
will remain.

The Bunnings click-and-
collect advice page for 
Craigieburn.
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Does Bunnings care about bad advice?
Independent hardware 

retailers have said for 
years that Bunnings pro-
vides poor advice to cus-
tomers — something the 
big-box retailer has stead-
fastly denied. Now, it turns 
out, there is evidence 
that, in HNN’s opinion, the 
independents might have 
the start of a point.

Bunnings began pub-
lishing its own magazine 
in late February, releasing 
the March edition of Bun-
nings magazine. This is 
freely distributed through 
most of its retail outlets as 
a monthly publication.

The launch issue fea-
tures an article apparently 
intended to help novice 
DIYers choose a drill to 
purchase. This article pur-
ports to be in part based 
on contact with a training 
manager from Ryobi Aus-
tralia, Wayne Beckwith. 
The article quotes him 
directly, as well as in plac-
es reporting on advice it 
indicates was supplied by 
Mr Beckwith.

There are two main 
pieces of information sup-
posedly sourced recently 
from Mr Beckwith. The 
first is this statement:

Don’t top batteries up. Let 
them run right down before 
recharging. This improves 
their lifespan.

The second is reported 
as a direct quote from Mr 
Beckwith:

”Unless you have a high-
er-end, trade-model drill and 
additional high-AH batteries, 
a corded drill is still going 
to be the best option for the 
DIYer in situations where 
you have lots of medium to 
large holes to drill.”

The first statement, as 
applied to Lithium-ion 
batteries, is incorrect. All 
sources, including those 
to which Ryobi Australia 
directed HNN when we 
made a “test” consumer 
enquiry, indicate that Lith-
ium-ion batteries should 
be recharged before they 
break off power delivery 
in order to prolong their 
life. Repeatedly running 
the battery down to the 
point where the electron-
ics cut off power delivery 
will in many cases lead to 
a shortened battery life.

Our sources include 
Battery University and 
Pro Tools Review. They 
also include the Bunnings 
website itself, which de-
clares the advantages of 
the Li-ion batteries:

No memory – Lithium-ion 
batteries can be charged at 
any time. You don’t have to 
wait for the battery to be 
fully drained first, like you 
did with older batteries.

bit.ly/2HvQqT6
The second piece of ad-

vice is, quite frankly, odd. 
Over the past five years, 
cordless Lithium-ion tools 
have developed to the ex-
tent that even non-trade 
tools frequently use five 
amp-hour batteries, and 
can tackle a wide range 
of tasks. We note also 
that both Bunnings and 
Ryobi have worked hard 
to expand their ranges 
of cordless tools for DIY 
consumers.

HNN’s guess was that 
these quotes from Mr 
Beckwith might originate 
from some time more 
than eight years ago, and 
relate to cordless tools 

using Nickel-Cadmium 
(NiCad) batteries. In that 
case, both statements 
would be correct, to that 
past context.

When contacted, the 
editorial team behind 
Bunnings magazine, from 
custom publishers Medi-
um Rare Content, did not 
accept that this was the 
case. Instead they stated 
that an error was made in 
representing the (supos-
edly accurate) source 
material. 

HNN decided to contact 
Bunnings directly. Our 
suggestion had been that 
the published advice was 
so contrary to the interest 
of their customers, that 
Bunnings should consider 
withdrawing the magazine 
immediately from stores.

The response HNN 
received came from Keith 
Murray, general manager 
marketing  who stated in 
an email:

While we make no claims 
to be perfect, we always try 
to do the right thing by our 
customers. 
We are sorry 
that this has 
happened 
and we have 
updated the 
online version 
of the maga-
zine and will 
be printing a 
correction in 
the next issue.

HNN notes 
that the 
correction 
to the online 
version of 
the maga-
zine con-
sisted of 

removing the charging 
advice from the article. 
We can only conclude at 
this time that Bunnings 
stands by the second 
statement, that consumer 
cordless drills are unsuit-
ed for medium stress DIY 
work.

The broader question, 
as Bunnings and Wes-
farmers move to expand 
their activities, is whether 
this incident indicates 
their risk profiles for new 
endeavours, and needed 
quality control assuranc-
es, are lacking.  

HNN would be con-
cerned, for example, that 
the company may have 
opened itself up to clear 
legal hazard. Consum-
er advice that results in 
dminishing the perfor-
mance of a product has a 
way of doing that.

What will be the con-
sequences of the next 
mistake from Bunnings? 
We likely will just have to 
wait and see.

http://hnn.bz/
http://bit.ly/2HvQqT6
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DIGITAL
IS THE FUTURE
OF MARKETING

YOU NEED TO FUTURE PROOF YOUR BUSINESS.  
Still relying on print? Consider this: how much time do your customers spend 
using their mobile phone and computer? And how much time do they spend 
reading magazines? Which matters more to them?

DIGITAL is all about performance and engagement. DIGITAL readers opt-in 
to receive your message — they’re not just another address on a mailing list.

 DIGITAL doesn’t just earn attention, it measures it as well. No other media 
has the equivalent of downloads, which directly show reader engagement. 

And  DIGITAL is also less expensive, simpler and more flexible.

To make the move to DIGITAL, just call HI News on 0411 431 832, or email 
Betty Tanddo on betty@hnn.bz. The future looks great, believe us.

http://hnn.bz/
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Text• Overall Metcash 
revenue has 
kept pace with 
inflation

• Metcash EBIT 
growth is below 
inflation

• Sales revenue 
growth for IHG is 
below inflation

• EBIT for IHG has 
delivered strong 
growth of 34%

• IHG places strong 
faith in its ongo-
ing expansion 
into trade, which 
is now 65% of its 
revenue base

• IHG has largely 
retained stores 
through the two 
years since it 
acquired HTH

• However, the 
company may 
have over-dis-
counted future 
effects of 
increased trade 
competition from 
Bunnings

Metcash released its results for the first half of 
its FY2018/19 in December 2018. The company re-
ported group revenue of $6.2 billion, an increase 
of 2.2% on the previous corresponding period 
(pcp), which was the first half of FY2017/18. 
Group earnings before interest and taxation 
(EBIT), also increased, up by 1.2% to reach $158.1 
million.

For the company’s hardware division, the 
Independent Hardware Group (IHG), EBIT and 
revenues also increased. EBIT grew by a report-
ed 34.0% on the pcp to reach $37.8 million. This 
included organic growth, as well as an account-
ing for continued cost synergies from Metcash’s 
acquisition of the Home Timber & Hardware 
Group (HTH). Revenue increased by 1.25% on 
the pcp, to reach $1.09 billion. Overall like-for-
like (comp) sales increased by 3.3%, while comp 
sales for bannered stores went up by 4.2% on 
the pcp.

The CEO of Metcash, Jeff Ad-
ams, put the small increase in 
revenues down to outperfor-
mance during the pcp. In his 
prepared remarks, he stated:

Our IHG hardware business 
led by Mark [Laidlaw] and his 
team has performed well, but 
was comping against some 
very strong construction activ-
ity in the corresponding half.

Mr Adams detailed the 
makeup of the EBIT earnings 
as well:

Looking now at hardware’s 
EBIT performance. Hardware 
has again delivered a very 
good earnings result. EBIT 
increased $9.6 million. And 
pre-AASB, the improvement 
was $10.2 million or 37.6%. The 
stronger result was due to 
additional synergies from the 
HTH acquisition of about $7.5 
million and further cost effi-
ciencies and earnings growth 

from the increased sales. This was partly offset 
by an increase in the weighting of trade sales in 
our mix. We expect total synergies for the year 
to be approximately $10 million, bringing the 
cumulative synergies from the HTH acquisition 
to be approximately $34 million.

Trade-only

Mr Adams also mentioned IHG’s venture into 
trade-only stores, some of which are being 
brought to market under the IHG’s high-
er-amenity Sapphire program.

Our pilot trade store-focused stores are con-
tinuing to perform well. And we expect to have 
12 low-cost, trade-only stores operating by the 
end of financial year 2019, growing to 40 by 2022. 

At a Strategy Update for investment analysts 
held in early March 2019, Mr Laidlaw went into 
further detail about this venture:

Metcash FY2018/19 H1

Category 2018/ 
2019 H1

2017/ 
2018 H1

Change

Sales Revenue 6189.2 6054.8 2.2%

EBIT 158.1 156.3 1.2%

UPAT 100.3 99.1 1.2%

Statutory profit 95.8 93.0 3.0%

Metcash

Sales Revenue 1090.0 1080.0 1.3%

EBIT 37.8 28.2 34.0%

Like-for-like sales 3.3%

Bannered like-for-
like sales

4.2%

Hardware 

AUD millions

http://hnn.bz/
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We are also setting up a trade only concept. 
We’ve done 11 of them. They’re in the cheaper 
rental areas, low rents. They’re certainly to be 
set up for the tradies to get in get out. And you’ll 
notice the branding has changed. So Mitre 10, 
it is there but it’s not prominent ... Our aim is to 
roll out 40 of these stores and overlay a digital 
program across these stores. No one’s done this 
properly yet. Screwfix have. We can’t see anyone 
else that’s actually done this properly and we see 
a great opportunity for us to deliver that.

Hardware performance

Perhaps the most unexpected part of the 
announcement was that IHG stated that its 
revenue split between trade and DIY/consumer 
had changed from the 40/60 split forecast at the 
time of its acquisition of HTH, to a higher trade 
weighting of 35/65.

In response to an analyst’s question regarding 
the negative impacts of a declining construction 
market, the CEO of IHG, Mark Laidlaw, played 
down the longer term effects:

What does it all mean going forward? I don’t 
know. I’m going for the correction rather than 
the crash theory. I talk to our big stores very of-
ten and they’re saying, there’s going to be a tight-
ening in the next two years, but it’s not panic for 
us. And we believe there’s enough opportunities 
and initiatives to cover that.

Mr Laidlaw expanded further on this outlook 
in response to another analyst’s question.

We now have company stores, so we can see the 
pipeline. So of our big company stores, strong 
pipelines for about middle of next year. And then 
it’s going to get tougher. So what do we have to 
do? We have to start to get a bigger 
share of the wallet. We have to get the 
whole of the house. At the moment, we 
are big on timber and not a lot more. 
So there’s great opportunities for us to 
extend the Hardings part of our busi-
ness which is plumbing. There’s other 
areas which we’re looking to move into 
frame and truss. So I’d agree with you, 
it is coming off. I can’t tell you what 
percentage is coming off, but it is com-
ing off. But we believe there are great 
opportunities to offset that with other 
initiatives that we’ve got in place.

In his prepared remarks, Mr Adams 
had also touched on the potential for 
growth through the company’s Hard-
ings plumbing business:

Our Hardings business has very strong market 
position in Victoria. In addition to opening a 
new store there at Tauranga, we have started 
the rollout of Hardings in New South Wales and 
Tasmania as well as starting to sell the Hardings 
products through the balance of the IHG net-
work. The Hardings business is a very successful 
one, and we are quite excited about leveraging 
its growth opportunities across the whole IHG 
network of stores. 

Mr Laidlaw also answered an analyst’s ques-
tion regarding the overall margins for the busi-
ness, admitting that margins had not increased.

So the margin is flat. And I think it’s fair to 
say because our trade mix has moved up to 
that from, say, 60% to 65%, we’re seeing some 
margins come off, which are flat because there’s 
been other synergies that have offset it, but the 
mix has changed.

Mitre 10/HTH mix

While Metcash did not go into further details 
about the tension in IHG between long-term 
Mitre 10 stores and the more recently acquired 
HTH stores, Mr Laidlaw did speak to this matter 
at the Strategy Update. He said in part:

The other big challenge through the integra-
tion has been the branding strategy that we 
talked about. So that has been a very emotional 
argument and we thought we would lose more 
stores than we actually have because they 
would think it’s a takeover of Mitre 10 over the 
Home brand ... The two brands will stay. I mean 
it would have been very unwise even though we 
might have wanted to do it to move everything 
to Mitre 10, we would have lost stores. 

Slide from Strategy 
Update in March 2019. 
IHG is confident it has 
HTH stores locked in.

http://hnn.bz/
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I think that’s really settled down. We had a 
conference last week, week before, and it’s com-
ing together. The members are far more united. 
There’s a few non-believers there still that’s true, 
but we’re getting a sense that the Home stores 
are really feeling part of the family and now fo-
cusing the effort on the true enemy for us which 
is the big box. 

Mr Laidlaw took up this theme later in the 
analyst briefing:

Something you’ll notice on this chart: Mitre 
10 now has 22 stores in Tasmania. It used to be 
about 11 on both brands. We have made that a 
blue and white state. The four Home Timber & 
Hardware stores there are predominantly little 
Thrifty-Links. 

We have used this as an absolute test bed 
where we’ve made it a blue and white state. 
And think of the synergies we’re going to get 
there because instead of running two catalogue 
programs, you now run one catalogue program, 
instead of running two television commercials, 
we’ll be running one television commercial radio 
etc. So we really believe that’s the test bed to see 
what other synergies we can drive out of the 
business. 

Analysis

Metcash is a company that has become very 
adept at spin (some will recall its peculiar 
treatment of underlying profit after tax as an 
example), and one example of that skill has 
been its handling of the increased threat to its 
trade business from Bunnings.

According to most of what IHG has to say 
about this, Bunnings is failing at expansion into 
trade, while IHG continues to expand. 
One reason, it seems likely, that IHG 
is expanding into trade, is that it has 
lost considerable marketshare in DIY/
consumer to Bunnings. As is well 
known, DIY/consumer carries far 
higher margins, which means IHG’s 
EBIT numbers will be negatively 
affected in the long term.

There is a poor tendency in many 
commentators to dismiss the efforts 
of large businesses in new or expand-
ing fields when these do not yield 
immediate results. A good case in 
point, and what HNN believes will 
eventually become an object lesson, is 
commentary on Amazon in Australia.

Some of that is happening in regards 

to Bunnings and trade. As HNN has pointed out 
since the amalgamation of HTH with Mitre 10 
into IHG, that move has removed some of the 
unstated restrictions placed on Bunnings in 
terms of expansion versus market control. We 
do believe that Bunnings will continue to devel-
op its trade business, and this is likely to heavily 
impact on future earnings by IHG. 

Further, while IHG has done a good job of 
retaining HTH stores in its network, that has 
largely been due to a wise decision to hold 
back on pressuring more of these to switch to 
Mitre 10 branding. As cost pressures exert more 
pressure due to falling sales, we could see IHG 
effectively transplant its Tasmanian strategy 
to areas such as South Australia. The results in 
terms of store retention should be interesting.

An additional pressure on group cohesion 
could be its continued rollout of its Trade cen-
tres, with, as Mr Laidlaw intimated, an “internet 
overlay”. It’s difficult to see how such an overlay 
would be anything other than corporate, which 
could see a scenario develop where a Screw-
fix-like digital offer begins to erode sales by 
independent store owners.

Of course, IHG may escape many of the 
consequences of these actions as well — it’s 
certainly proven itself adept at survival in its 
recent history. But these are very real risks, and 
they should not be underestimated. The IHG we 
see over the next two years in the down market 
could prove not to be a cyclical aberration, but 
instead the shape of the company’s future.

companies

Slide from Strategy 
Update in March 2019. 
Penetration of core range 
varies across product 
lines.

http://hnn.bz/
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When we imagine where — regionally —   
future developments will come from, most of 
us think of urban environments, or at the very 
least the suburbs and associated regions of 
major cities. Yet, in Australia at least, that’s far 
from being the case. Rural and ex-urban areas 
have contributed more than their fair share of 
novel developments and inventions through-
out the nation’s history.

Given that, it’s probably not so much of a 
surprise to find that many of the innovations 
in hardware retailing originate in regional 
areas. In the case of Traralgon H Hardware and 
Andrew Graham, these innovations are about 
finding ways to expand market reach into new 
areas. In particular, and what first caught our 
attention about Andrew, is his work on reach-
ing out to female customers and tradespeople.

TRARALGON 
H HARDWARE

From one generation’s 
solid shoulders to 
the next — Andrew 
Graham, left, stands 
next to his Dad, Rob, 
as the latter begins 
a shift of work at the 
family hardware store 
in Traralgon (VIC). 
Along with Andrew’s 
Mum, Charmaine, 
(sister Felicity also 
works at the store) 
they’ve managed to 
steer the hardware 
store through many 
changes over more 
than three decades.
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Traralgon is located 144km (or 160km by road) east and a 
little south of Melbourne, Victoria. It’s in the Latrobe Valley, 
which is situated in the broader region of Gippsland. With a 
population of 25,500, Traralgon is Victoria’s 11th largest town, 
just behind Mildura and Warrnambool, and ahead of Wanga-
ratta at 18,600. The nearby towns of Moe and Morwell com-
bine to add a further 28,000 to Latrobe’s population, which 
recorded a total number of 75,000 in 2017. The entire Gipps-
land area has a population of 272,000.

The Latrobe Valley is well-known for its production of 
electricity for the Melbourne market through the use of its 
brown coal reserves. Traralgon also has a papermill, first 
established in 1936, and then expanded post-World War II. It 
shares an active dairy industry with much of the surround-
ing district of Gippsland, the verdant green paddocks sup-
porting a Lions dairy plant, among other commercial enter-
prises.

Historically, Traralgon was sufficiently prominent in 
Victoria that 65 years ago it was one of the towns where Her 
Majesty, Queen Elizabeth II, stopped to greet the Australian 
people, on 3 March 1954.

 All that sounds good, but what is really unusual and 
interesting are some of the less likely activities the area has 
nurtured. It is also home to Australia’s only aircraft man-
ufacturer, and is currently set to provide strawberries to 
Melbourne, via Australia’s largest hydroponic strawberry 
glasshouse, covering 12 hectares. The Latrobe Valley has been 
selected as the trial site for an electricity-generation “micro-
grid”, which will enable farmers and others to directly share 
excess electricity generation, without going through a central 
provider — a bartering arrangement that will be managed 
through blockchain accounting.

The store
Given all that, it’s perhaps not such a surprise that you 

would find someone who is building a real presence in the 
Australian independent hardware retail industry working in 
Traralgon. 

The Traralgon H Hardware is situated on Church Street, 
right near the town’s centre, where it has been operating for 
several decades. It doesn’t take long in a conversation with 
Andrew to realise you are talking to someone who takes 
hardware retailing very seriously. He has taken a new ap-
proach in areas such as marketing, product selection and 
staffing, but it’s the fact that these ideas are built on an in-
depth knowledge of hardware that really impresses. He’s that 
rare combination of a second-generation hardware retailer 
who is able to retain the essence of long-term practice, while 
also integrating new business opportunities, and updating 
old practices.

Traralgon H Hardware

• Established over 30 years ago, 
Traralgon H Hardware has been 
through several brands, includ-
ing Danks.

• Located in the Latrobe Valley 
town of Traralgon, in the eastern 
Victoria region of Gippsland, the 
hardware store is situated in a 
surprisingly active and economi-
cally viable area.

• Managed by Andrew Graham, 
the business was founded by his 
father, Rob Graham, with Rob’s 
wife, Charmaine.

• The purchase of the Home 
Timber & Hardware Group by 
Woolworths saw the store leave 
the Danks group, and become an 
HBT member.

• Since then, Andrew has enthu-
siastically moved it into the H 
Hardware branding of HBT.

• Andrew has extensive experi-
ence both in other areas of the 
hardware industry, and entirely 
outside the industry such as 
automotive sales.

• He’s leveraged the marketing 
lessons he’s learned to help grow 
the business.

• One area where Andrew has ex-
celled is in understanding how 
to reach out to women custom-
ers, both DIY and trade.

• He is also adept at social media, 
with his Facebook and YouTube 
presence offering a clear exam-
ple to other hardware retailers.

• One of the main lessons Andrew 
has learned, which has been 
reinforced by his studies for an 
MBA, is the importance of cul-
ture in the business, as it drives 
the productivity and satisfac-
tion of staff — key consider-
ations in achieving success.
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The store in Traralgon was originally opened by his father, 
Rob Graham, in 1988, and his mother, Charmaine Graham (a 
nurse by training), worked alongside him. This followed on 
from a previous hardware store the couple had opened in 
suburban Mordialloc, in 1983, meaning the family has been in 
the business for 36 years now. (Andrew’s parents are original-
ly from Moe.)

Hardware retailing came after Rob’s career in the Austra-
lian Navy, which he joined as a teenager. As Andrew tells the 
story:

Dad left the navy because he 
was stationed in Sydney. So, 
he came back to to Frankston 
and then did the store in 
Mordialloc, sold that, came 
to Traralgon, and a year later, 
bought this store. Which from 
memory was a tiling and 
hardware store. 
We were a Homestead store 
for that period. Then I think 
it was 1996 or 1997 they 
had the merger and became 
Home Hardware. I think the 
population has grown like 
four times from what it was.
It wasn’t just the store and 

the business sense that An-
drew gets from his father. It’s 
evident in what Andrew says 
that Rob also had a strong 
passion for the business.

Anyone who knew Dad, knew 
how passionate and vocal 
he was. I used that to go to 
the Home Hardware regional 
meetings, and pretty much 
pull him out of them!
He was passionate about the 
businesses. He was on the 
selection committees for the 
catalogues, when they used 
to have those. It would have 
been in the late 1990s to the 
early 2000s. Dad was on the 
board, which was something 
like the members executive, 
like I am on the members’ 
exec for HBT. 
He was very well-known and 
he would be very vocal about 
that because when they start-
ed setting catalogues nation-

Taralgon H Hardware through the years. 
Evidently, the store has always been 
enthusiastic about its promotions.
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ally, he fought back against that. When something that 
works here, won’t work in Queensland, for example. You 
are going to have that going either way, but it was really  
about having input and finding where it sort of does 
work nationally. That’s what he was really asking for.
With a history like that, it’s no wonder that when 

Woolworths bought out Danks, and Home Timber & 
Hardware Group (HTH) along with it, after decades 
with HTH, Rob decided to leave that group and join 
HBT instead.

When all that stuff happened with Woolworths —  it was 
all too corporate for us. If I told the old man we were go-
ing to go to [Mitre 10] Sapphire today he would probably 
burn the shop down! And that’s been the beauty of HBT. 
It’s like every input you have is at least listened to and 
you get an answer back to it. Meanwhile, the corporate 
[stores]  have got the blinkers on. They only feed the 
stores what they need to know.
While Andrew has been happy with the transi-

tion to the HBT brand, it’s the shift up in HBT to H 
Hardware branding that he sees as giving his store a 
real spark. He sees the brand as having a very bright 
future, combining the best of what the corporate in-
dependent groups receive with the responsiveness of 
non-corporate, cooperative groups.

If I had of known about H Hardware when we left Home 
Hardware, I would have gone into it at 100% straight 
away. Trying to do your branding on your own is just 
hard. It costs a lot of money.
The exclusive products with H have also been good. We 
had a family come from the Mooroopna H Hardware 
store when I was working on a Saturday,  and the kid saw 
my [branded] car at the front and wanted to come into 
the store. 
His name is Mitch, from memory, and he does a lot of 
their Facebook posts. He’s like a six or seven years old 
and he’s like the mascot of the store and he wanted to 
stop in. 
It’s cool that we are getting recognition, there’s more 
popping up everywhere. And that’s all it takes, once you 
get a bit more traction in the industry, we’ll start to get 
more known. Once there’s more of us in a similar area, 
we can start doing some sort of marketing together 
today. That’s what we used to do when we were a Home 
store, we’d all put money together, do some TV, and then 
you can spread your costs a lot more. 

H-Hardware branding provides a strong, unifying theme for hardware stores. Top, 
Andrew’s ute is decked out in the H Hardware colours. Andrew has developed these site 
signs on his own, though he hopes to see other H Hardware stores make use of the idea 
as well. Top middle, branding at the timber yard out back. Bottom middle, in-store sign 
branding helps to establish store identity. Bottom, branding on the front counter of the 
store.
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Today’s hardware
While issues about buying groups and the role of branding 

in helping hardware retailers grow are important, in today’s 
environment there are a couple of things you have to do right 
out of a dozen that are equally important. 

To name some of those issues: there is hiring staff, 
firing staff, wage calculations, product selection that 
provides just the right price/quality/availability bal-
ance so that narrow margins can produce decent prof-
its, store design, intrusive council regulations (notably 
about footpath displays and signage), planning regu-
lations, technology — both for driving sales, as well as 
understanding new product technologies — sales reps 
that are overstretched by margin pressure on supplier 
companies, the exchange rate of the Australian dollar, 
as well as whole new ways of marketing.

We haven’t even mentioned Bunnings yet. And not 
just Mum and Dad’s Bunnings, but the Bunnings Mas-
ters built, which seems to be almost everywhere, and 
“coming soon” to any likely market that crops up. 

For the next generation that will shape what hard-
ware retail will be in the future, it must feel at times 
like reaching one of those unexpectedly hard levels in 
a video game (such as the tubular level of Nintendo’s 
Super Mario World) where even though you’ve demon-
strated good skills to come that far, you now have to de-
velop a whole new set of skills if you want to continue.

The answer seems to be to not only absorb the 
lessons of the previous leaders of independent hard-
ware retail — the importance of personal relationships, 
personal service, closeness to the community, forging 
good commercial relationships, and extending a help-
ing hand to tradespeople when possible — but to equip 
themselves also for a dynamic approach to the retail 
environment.

The first step we see these leaders taking is to make 
an effort to step outside the hardware retail “bubble”. 
For Andrew that meant working elsewhere in the hard-
ware industry, and even stepping entirely outside of it 
for a time.

When Bunnings opened [in Traralgon, in June 2012], I 
went to work for some other businesses. So I had the op-
portunity to do something different. 
I ran the Plumbtec in Frankston for about five years. I also 
worked for Beaconsfield Home Hardware for a couple of 
months,  then sold cars for a couple of years. I really learnt 
heaps there, surprisingly, especially sales techniques.

From top to bottom, some of the women who work at Traralgon H Hardware: Kayla 
Phillips, Jenna Errey, Felicity Graham, and Cheryl Harris.
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Then I ran the Plumbtec in Warragul, which is part of Burdens 
Bathrooms, and I also learnt a lot there. I had 250 staff, it’s an 
old business so it had a boys club and I don’t believe in that 
stuff. I’m not a politics person and I actually came in and about 
three guys in the business had applied for the job and didn’t 
get it. I got the job so I was already on the back foot with those 
people — and I didn’t care!
A big thing that businesses don’t work on these days is culture. 
It’s something I’ve been really pushing in the shop here for the 
last three years. That’s what I learnt when I left Plumbtec, it had 
a poor culture, in my opinion. 
While that kind of informal education is key, Andrew also 

knows that formal education plays a part as well. That’s 
why he’s currently in a program to obtain his Masters in 
Business Administration. It’s a program that not only pro-
vides a structure to business thinking and strategy, but also 
the tools to understand and express what is happening in a 
business. Culture, understanding what it really is and how it 
works, is one of those tools.

Not that Andrew thinks that having a great business 
culture is an easy thing to pull off. As he points out, that is 
especially the case in hardware retail, where there are long 
work hours, and a range of stresses, from being polite, cour-
teous and engaging with customers, dealing with the “big 
personalities” of some tradespeople, and, of course, more 
direct physical stress that comes from shifting heavy things, 
as well as dealing with hazardous substances daily.

So culture is a big thing. The boys are working 7:00am until 
5:30pm  sometimes. And it’s physical and draining, so if you 
don’t have a [good] culture in the business they’re just gonna 
burn out. Be spiteful, talk behind the boss’s back, and it festers 
into your customers. Because they’re on site, they are the face 
of the store, they’re talking to customers. They are supposed 
to be salespeople — not just your delivery drivers. 
Andrew has some very clear ideas about what it takes to 

build a better culture in hardware retail:
It’s things like chatting to staff more than anything. I don’t like 
saying that you want to be their friend. Because if you want to 
admonish them, or even possibly dismiss them, then you don’t 
want to be their friend. But you have to make that relationship 
with them. So you’ve got to get to know about their home life 
and hobbies, and be aware of of their actual personalities, 
how that affects them, because everyone is different. 
But it’s more than that, too, for Andrew. He’s taken an 

active role in his community to employ people who have 
disabilities.

I’ve been hiring a few staff from one of the local disability 
agencies lately. The lady who I work with from Wise Employ-
ment is just awesome. She’s come from corporate human 
resources and recruitment. 

Top to bottom, staff at Traralgon H Hardware: Ben (“the big rig”) 
Goodley, Reece Mills, Taylor Pinchen, Brendan Bourke, and Nick 
Gooden
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Most people think disability services is about hiring someone 
with autism or Down’s [syndrome], or something like that — 
which is cool as well. My brother-in-law has Down’s and he’s 
completely hilarious. He works at Woolworths, so it’s not like 
he can’t work in this industry. 
That’s what everyone thinks of. They don’t think that people 
with depression and anxiety also have disabilities. 
So I’m a big advocate. My wife has been a respite car-
er for 12 years. Because her brother has Down’s, she’s 
always been involved with it. 
It’s not, Andrew is quick to point out, just some en-

tirely charitable thing to do — there are other advan-
tages as well.

Obviously it helps to get subsidies from the government, 
but also I’m finding the people I hire from Wise work 
harder. And not just work harder, but they really want the 
job so they are a lot more motivated.
Accepting people as they are, and helping them to fit 

into an enabling store culture, while at the same time 
keeping the productivity up, is something Andrew also 
extends to younger hires.

My Dad, for example, he really can’t handle managing 
some of the younger staff. Attracting younger people to 
the industry and then managing them properly, that’s a 
big thing when I talk to everyone at HBT. 
One of my [MBA] subjects was about managing the 
millennials and how it is 100% different. It’s not that they 
don’t work hard, they just work differently. Different work 
ethics, different lifestyle etc. So we work long hours, and 
you have to embrace it. 
We’ve got a guy who plays cricket, and we let him go 
home early on a Thursday so he can go to cricket training. 
That’s worth more to him than any pay rise. Just so he can 
have a lifestyle. 
That’s a hard thing with a lot of these older guys in the 
industry. They don’t understand, they 
just think this younger generation is 
outstandingly lazy. It might look like 
that, but, really, it’s not. 
One of the keys to getting HR 

matters sorted out, Andrew be-
lieves, is to make use of outside 
consultants for some of the import-
ant parts.

I make use of the local Victorian 
Chamber of Commerce, and I’ve got 
a woman named Crystal who really 
helps me out. It cost about $1200 a 
year, and you can call her and she’ll 
just get the right person to call you. 
On their website, you can download 
every template you can ever think of. 

Top, Traralgon H Hardware’s Jenna Errey is 
a Rising Star Finalist; Andrew and HBT’’s 
Mike LoRicco celebrate his award for 
Hardware Store of the Year; the Boyz & 
Galz is in da house — a great staff picture 
designed for impact on social media.
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Sometimes, however, Andrew has called in even more spe-
cialist help. 

I employed a woman last year, who was an HR specialist. She 
wrote all my workplace contracts. Once,  I also got her to help 
dismiss a staff member whom I knew had sort of a jagged 
history with employment. He had already taken someone 
[through the complaints process] for unfair dismissal. He came 
into work one day and was moving one of his elbows like he’s 
hurt it.
And then I found out he had started recording conversations 
with my Dad, and with my sister who works here as well. So I 
thought, this is just going to become bad. 
I got her in and she was like this silent assassin. She is such a 
nice, quiet young lady. She just let him know he was going to 
be dismissed with the most monotone, polite voice. 
I learnt a lot on the spot watching her do it. One thing she did 
was to offer to provide him with support afterwards, like “if 
you want to sit down with me, I’m happy to go through every-
thing with you”. If I said, “do you want to sit down have a chat 
afterwards for some support?”, it wouldn’t work! But she was 
an independent person doing it. And that’s something like $60 
to take care of what could have been a big problem.
While that is something of the less pleasant side of manag-

ing staff, Andrew is more drawn to the side where a business 
can directly improve the worklife of people, enhancing both 
their productivity and earning potential. What dominates 
that area is supplying good quality training, for the right 
staff.

Something I went into the last couple of years is to find the 
best way to educate my staff. A lot of 
people in this business try to do everything 
themselves. Every self-help book you read 
tells you not to do this! Easy to say but hard 
to do! 
One of our new guys has been with me for 
about four months now. I hired him from 
the local race club, he used to manage 
the restaurant. I hired him because he had 
management experience, and he used to 
manage the pub in Warragul so he can talk 
to everyone, which includes those trades-
people who have “big personalities”. 
But he turned out to be really good with 
our systems. I just unloaded everything on 
him. Like, information on every supplier I 
know, how to do everything on the com-
puter. The growth in him was the quickest 
I’d ever seen in a staff member. He’s just 
very good at absorbing stuff, which really 
helps. 
Doing that, I could instantly see why it was 
such a good idea. It’s made my life much 
easier. So I’ve been trying to do that a lot 

Traralgon H Hardware is committed to 
helping out people who have been disad-
vantaged through disability. As Andrew 
points out, disability includes mental and 
emotional difficulties such as depression.
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more. But you can see with the older store owners, like Dad 
— he can’t do that. And he doesn’t even really want to unload 
most jobs. Because the way he had to run the business, you 
had to do everything yourself. And at that time, 20 years ago,  
you actually could.

The reps
During a time when supplier sales reps have been placed 

under a lot of stress, just about every hardware retailer has a 
pet peeve with their reps. For Andrew it’s that many reps do 
not talk to the staff as much as they should.

One thing I don’t like with reps, is when 
they come in and don’t talk to the staff. They 
should be asking staff if they are familiar 
with the product, or if they have any ques-
tions. Because my staff are the salespeople, 
the ones who move the product. I’m just the 
person that spends the money on the stock.
That said, Andrew does have some reps 

who do an excellent job.
Penny [Watson] from Sutton Tools is really 
good at it. She comes in and talks to the 
women at the front because that’s where all 
the Sutton stuff is. Last time she taught one 
of them all about holesaws, and the next 
time it was about the glass drill bit. 
So why wouldn’t I keep Sutton in the shop? 
She is educating my staff to sell their 
product so it’s a smart thing to do. The staff 
member may end up selling Sutton over 
Makita because she knows this product will 
definitely do the job that customers want. 
That’s definitely a big gripe of mine, that 
the reps don’t educate. I’ve asked my 
assistant manager to set up a calendar 
so that once a month we have a supplier 
come in for an hour to teach the staff, if not 
more often, just so we can get that regular 
training in.
While some suppliers do offer courses 

in their products, it’s not always conve-
nient for stores in more remote areas to 
participate in that training.

Two of the staff did a Wattyl course two 
years ago and I had to send them to South 
Melbourne for two days. How are we ex-
pected to do that? They used to do all the 
courses down here and they’ve stopped 
doing them all. But you don’t need to go do 
a course. You just need tidbits every time 
they come in. 

Top, an early staff picture from the store, 
with Charmaine Graham far right. Mid-
dle, a slightly younger Andrew Graham 
far right, next to his father, Rob Graham.
Bottom, now that’s what we call a rep vis-
it! Sadly, the days of suppliers organising 
sales events seem to be long gone.
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As Andrew points out, it’s not just specific product knowl-
edge that is important, it’s more knowing how to communi-
cate the information a customer needs to know.

I always believe that you don’t have to know everything. You 
just need to know how to understand what a product is, even if 
you have to read the packet. It’s about knowing how to inter-
pret that for a customer properly. It’s about knowing how to 
cut through the B.S. as well, and having confidence. If you can 
sell something confidently, you can sell almost anything.

Marketing
Many retailers struggle a little with marketing, while for 

others it’s a natural part of the business — and Andrew is 
very much in the latter category. As with most “switched-on” 
marketers in hardware retail, Andrew’s first point of refer-
ence is the rise of Facebook as a marketing platform.

It’s all marketing, and you want to gauge your return. That’s 
why Facebook marketing is good, because you can see the 
actual return. 
I tested the local paper.  We paid for a Christmas ad in it. The 
ad said that if you bring it in with you, you would get 20% off 
as well as going into the draw to win a $500 gift voucher. 
Only one response. It went out to 60,000 people in the area 
and only one came in.
You’ve still got to wade through the crap on Facebook but at 
least you can see people talk about it, you can see there is 
interaction. It’s time-consuming, but you’ve got to do it. 
I’ve been trying to work out how to get more people more 
interactive with the business this year like YouTube videos, so 
that’s my next job to do.
One problem Andrew and others have encountered, and a 

reason why this kind of marketing can be so 
time-consuming, is that most suppliers have 
not really geared up to help independent 
retailers with marketing their products. 

The problem is suppliers don’t give us enough 
marketing material. The thing that really annoys 
me  is a lot of suppliers do quite a bit of mar-
keting for Bunnings, but don’t contribute much 
to our marketing. Companies like Holman — 
they’ve got a great range and give a great deal 
to HBT members — but when it is advertised on 
TV, it’s constantly Bunnings ads for Holman. I 
know Bunnings helps to fund that, but it’s just 
frustrating that they don’t give us videos or 
anything like that, that we would happily use. 
You go on to their YouTube page and there’s 
Bunnings logos on some of the videos so you 
can’t even use them. When they don’t give you 
enough marketing you have to do your own 
which is very time consuming. For such good 
products, it’s really frustrating.

A screenshot from one of Traralgon H 
Hardware’s Facebook video posts. This is 
about its 2018 Easter giveaway. While 
many hardware retailers feel inhibited by 
their video production skills, the fact is 
that any sincere effort can work on social 
media.
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Women

One of the areas where Andrew is far ahead of most hard-
ware retailers is in understanding and getting better results 
from the women’s market. We’ve seen a lot of efforts to en-
gage better with this market which have come off as at best a 
little condescending. However, Andrew’s approach has been 
very different, and very effective. It all starts with special 
events, a “Ladies’ Night”, but one with a very different focus.

I’d been talking to the ladies on staff about doing a Ladies’ 
Night,  and so we had one — and it went crazy! It went really 
well. 
A lot of what my thoughts were that in the Latrobe Valley we 
have this situation. We have a lot of guys — because of what 
happened with the Hazelwood power plant shutting down 
in 2017 — who have gone into fly-in, fly-out [FIFO] work, so 
they’re not home. Also, family separations are bigger these 
days, so a lot of ladies are trying to learn home maintenance 
on the fly.
So, they really needed to know how to do the work. I did things 
like getting a local tradesman to come in and show them how 
to fit a door handle. We had Sheffield here, Bremick, Amgrow, 
PPG. Ladies were buying hand tools, drill bit sets and more. It 
was a really good vibe. They were asking the tradesmen ques-
tions and pulling things off the shelf.
The only criticism we had was that they wanted more crafty 
stuff. I didn’t want to do that because one of our competitors 
do a lot of them and they do all the crafty stuff. I actually want 
to make this practical.
What’s evident in speaking with Andrew is that what 

makes his approach to the women’s market so different from 
other hardware retailers is that it is holistic. Rather than just 
trying to “bolt on” sales to women, he’s integrated women 
into his sales staff, and into the tradespeople he markets to as 
well. 

There are a lot more apprentices coming through who are 
women which is awesome. In the Valley, we’ve always had 
some of the best tradesmen in the area because of the power 
stations up here, and all that’s being privatised now. It’s all 
been changing, and it’s good to see a lot more women com-
ing through. 
We get a lot of ladies coming in 
here, because I’ve got a lot of 
women staff in the store — it’s a 
50/50 split. And sometimes you 
see people gravitate to the wom-
en more. 
I just hired the first lady to work in 
the timber yard. She’s been here 
two months now, and she’s pick-
ing it up pretty well. Her Dad was 
a plasterer and she also knows 
some of the builders. When I was 

Traralgon H Hardware not only held a 
“Ladies Night”, it was also covered on 
local TV. The store had tradies showing 
women how to do simple DIY tasks, 
such as changing door handles, and 
suppliers such as PPG came in with 
support as well.
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at Plumbtec, I used to have a lady who worked with me on the 
trade desk. I find them more level headed, they don’t get an-
gry easily. However, you need to watch out, because they can 
hold grudges a lot longer than guys usually do!
It’s not only on the supply-side of tradespeople that there 

is a better gender split, there’s also a specific demand for 
female trades as well.

I am getting asked a lot more for lady tradesman. I was speak-
ing to a guy who does work for the Office Choice store, and 
he had to do a job for a law firm that specialises in domestic 
abuse and domestic violence. They asked specifically for lady 
trades, because they want to support that area, but it’s also 
about being more comfortable. 
There still are not enough lady tradies down here at all. I’m 
trying to build up a network of lady tradies. In fact for the next 
ladies’ night, I’ve got a lady plumber, a lady builder, and a 
woman landscaper. That will be great for the training on the 
ladies night. 
One reason why Andrew was keen to adopt the ladies’ 

night approach is that he hasn’t found “trade nights” to be 
very effective. 

Builders just don’t appreciate them anymore because there 
are so many. Also there weren’t many coming in because they 
were knackered at the end of the day. So I started doing break-
fasts, and still only a few turn up. 
But what set me over the edge was we had a Christmas party 
for the builders not last Christmas but in 2017, and I bought a 
thousand dollars worth of grog and food. We had three peo-
ple turn up. Then they complain that they don’t get anything 
for free!

Product give-aways

One area where sometimes giving things away for free 
works really well is in introducing new products. Andrew is 
very invested in introducing new products to the market, and 
he has learned that by providing strategic 
give-aways he can help to grow his business.

I just put in some new masking tape in from 
Spray Shop Supplies. Their masking tape is 
awesome. But because it’s yellow, and ev-
eryone wants blue, you have to get them to 
understand that it’s actually better. So I’ve been 
giving out rolls for free to some painters. One 
came back to say it was the best masking tape 
he had ever used. For what that cost me, it was 
great and definitely worth it.
Andrew is quick to point out, however, that 

you can’t just randomly give away product 
and expect to get a result. You need to pick 
whom you give things to, and structure how 
that takes place.

Girls With Hammers is an initiative by 
Kerryn Vaughan and Nicky Williams 
focused on presenting events aimed at 
empowering women. Girls With Ham-
mers hosted its inaugural conference in 
Gippsland at the Warragul Recep-
tion & Conference Centre, on 24th 
October 2018. Pictured is Traralgon H 
Hardware’s own Jenna Errey, left, with 
Kerryn Vaughan.
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What I’ve been trying to get into more is nitrate gloves for me-
chanics. I’ve given away a couple boxes to mechanics, and that 
has led to more of them ordering the gloves. It’s about giving 
it to the right customer, the ones that don’t expect everything 
for free. 
The customer needs to value what they’ve been given. For ex-
ample we had some caps to give away and I put them on the 
shelf with a dollar amount on them so when you gave them to 
people, there was a value to it.

Products
One aspect of the business that permeates virtually every-

thing that Andrew does is a focus on products, and making 
the right match between product, market, margins and sup-
ply — as well as helping the HBT buying group to focus on 
suppliers who help support it.

While there are perhaps a dozen products that have really 
helped Andrew and Traralgon H Hardware to perform better, 
two that really stand out are the silicone supplier Soudal, and 
paint company PPG.

Soudal

Andrew singled out Soudal as 
being one of the main HBT brands 
that had provided him with great 
support over the years.

When I came back to our own store 
after running the Plumbtec in War-
ragul we started selling Soudal, which 
we had also stocked at the Plumbtec. 
However, the difference between the 
great support we got versus Plumb-
tec was massive. And then it has just 
grown from there.
One reason we do so well with Sou-
dal is that they give us broken-box 
quantities, and they’ve just got a 
really good set up with that. Their 
merchandising is also very good.

PPG

Just a couple of years ago, inde-
pendent hardware retailers might 
have been surprised to hear a store 
had switched to PPG products. Over 
that time, however, PPG has been 
really ramping up its presence with 
independents, offering great service 
and access to deals. 

Traralgon H Hardware had been a 
long-term Wattyl customer, since the 
store originally opened and through 

Many HBT members have positive stories 
about their contact with Soudal. In ad-
dition to its standard range, Soudal also 
makes available an “H” branded range 
for HBT members, offering a great quality 
silicone at a very reasonable price, with 
good deals for retailers.
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its period with HTH branding. While Andrew praised the 
Wattyl rep, whom he described as “a great bloke”, he also not-
ed two problems with the company.

We found that service was going downhill, supply rate was go-
ing downhill. Then they got rid of all the small cans, the 250ml 
and we also sell a lot of the 500ml cans too.
Dissatisfied with Wattyl, Andrew went out and had a con-

versation with most of the major paint brands.
I went to all the suppliers, I went to Dulux, I went to Taubmans, 
I went to Haymes. We already had Duralex through our H 
brand. I went through them all and a lot of them wouldn’t turn 
up. Haymes wouldn’t do a buyback and they ended up buying 
the store in town. 
Fortunately, Andrew had a long-term contact at PPG, Phil 

Hardy, who is PPG business development manager for in-
dependent hardware VIC/TAS & SA, and a 30-year industry 
veteran. 

So with PPG and we’ve dealt with Phil Hardy a long time from 
Danks so we just did the deal and they did a full buyback. 
Whenever a supplier does a buyback, especially such a signif-
icant one like they do, whenever they have a new range I try 
and put it in as much as possible.
The changeover went better than 

Andrew had expected.
We haven’t found too much push-
back. and we’ve been Wattle since we 
opened the store. 
Andrew is quick to point out that 

selling paint itself is a more complex 
business than many suppliers realise.

It’s a big thing in the industry, many 
people don’t understand how to sell, 
they just know how to give people what 
they ask for. You get a lot of customers 
come in and think they want something, 
but it’s actually something else they 
need. So we we try to get on top of our 
customers’ needs as quickly as possi-
ble. 

Rover

HBT has only recently added Rover 
lawnmowers as one of its suppliers, 
and Andrew is a big supporter of the 
range. He’s especially keen on the ser-
vice he gets, with some orders show-
ing up within two to three days.

So we put Rover in around August 
of 2018. I was a bit worried because 
there’s a lot of specialists in town. We’ve 
got Morley’s down the road who does 
Honda, and there’s a Husqvarna dealer. 

PPG, makers of high quality Taubmans’ 
paint are really on the move in the 
independent hardware sector. Traralgon 
H Hardware approached many paint 
vendors, but found PPG offered the best 
deals and support. The paint counter 
right at the front of the store works well, 
as it makes it easy for home decorators to 
pop in and pick up some paint.
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I wanted to put a product in that could be serviced locally. 
That’s important. I don’t want to sell a cheap mower 
that you can’t get serviced, and at least Rover has a 
really good price point. There’s a Rover service agent 
in town and I called him and asked if he was happy 
for me to stock the product because you don’t want to 
put someone offside. And it means more business for 
him, in the long term.
The thing is, Rover is Rover. You can’t go wrong with it. 
It’s a known brand. Easy to sell.

Romak

Chat with any HBT member for long enough, and 
they will eventually tell you a good story involving 
hardware supplier Romak — and, of course, Law-
rie Peck. Unfortunately, Lawrie was in the process 
of retiring from Romak, partly for health reasons 
(though he is not under any immediate risk). HNN 
will be sad to see him take more of a backseat, 
though we have a feeling he will long continue as a 
force in hardware. His role has been taken over by 
Frank Marini, who faces a difficult task in following 
in Lawrie’s footsteps — but one HNN is 
also sure he is equal to.

As Andrew told us:
We’ve obviously got Romak. They’ve always 
just been awesome. Lawrie has always been 
switched on. I’ve got all their hinges and it’s 
all really good.
Lawrie did a full range review and pretty 
much put three of everything in, and when 
we haven’t been happy, we’ve just been tak-
ing it out. Just experimenting with the range, 
increasing where we need to and reducing 
what we need to. It’s been a very good 
range and we’ve been selling through really 
well, especially with black hardware. We’re 
about to change all the hinges to Romak as 
well with their new range and marketing.

Linkware

In the plumbing area, Andrew has an 
advantage over many other retailers due to 
his external experience in running part of 
Plumbtec’s operations. 

With the clientele that the Traralgon H 
Hardware has in plumbing, Andrew knew 
that having an attractive display of plumb-
ing was vital to achieving sales. 

Rover, featured top, is a new supplier for HBT, and offers a 
well-known brand of lawn mower. Below, Romak has long 
supported HBT members. Traralgon H Hardware reports 
good sales on its new range of gate hardware, especially 
the black latches.
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When we left HTH we couldn’t find anyone that had done card 
packaging for plumbing fixtures. You could easily get it in a 
cardboard box. But It’s a visual business for us.
To make matters difficult, some suppliers would not give 

Traralgon H Hardware an account. 
They had all the Plumbworx range with Caroma and Caroma 
would not give us an account. We had Dunnings with not 
very good packaging. And Brassard is there with not very nice 
packaging.
The answer Andrew found was with Linkware, when they 

redid their packaging.
But when Linkware did their package redesign, it was very 
refreshing and looked quite nice. Their work has paid off on it. 

Sheffield

One of the difficulties that stores such as Traralgon H 
Hardware face is expenditure on items such as display shelv-
ing. Of course, some suppliers 
can be a really big help in getting 
decent shelving for a better price, 
and Sheffield is one of the compa-
nies that really came through for 
Andrew.

Sheffield have been very helpful 
too. They’re very supportive to the 
business. Among others, we stock 
their Austsaw range of circ saw 
blades, and those have sold well 
for us.
I’ve never been a believer of doing 
stands that just have one supplier 
because you want to have a story, 
always in the shop. 
So whenever I have a discussion 
with the suppliers, I always tell 
them if they put a stand in, it may 
have other suppliers on it but the 
company that provides the stand 
will definitely be prominent. One 
reason I had to do it was that these 
shelves in the store aren’t available 
any more. Without replacing the 
whole shop which would have cost 
over $70,000, I had to try and find 
more shelves or take more shelves 
from other areas.
Sheffield were happy for me to 
have other suppliers on there. They 
did a buyback so I am constantly 
putting their new products up.

Sheffield through its Sterling brand offers 
independent hardware stores some 
great displays. They’ve really put effort 
into making these effective in-store. 
For example the display of its Austsaw 
circular saw blade product really stands 
out for customers looking into a store 
aisle. As stores try to cram more product 
in, and aisles become narrower, this can 
be critical in making a product a success.
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Austral

Austral have pretty much taken over all the business that 
once went to Hills Hoists, as far as Andrew is concerned. A 
lot of that has to do with Austral being Australian-owned, 
and Australian-made, as well as the 10-year structural war-
ranty on the product. 

 We use Austral for our clotheslines. We get a 
call most days asking for a Hills Hoist clothesline. 
However, as soon as you say they’re not made in 
Australia but Austral is, you pretty much convert 
them. The only thing is they don’t go into a Hills 
socket in the ground, so if you change, you have 
to change it all. I do keep some Hills product just 
so people can easily do that.

 Crommelin

Another brand that Andrew is a big fan of is 
Crommelin.

We do a lot of Crommelin. I deal with Michelle 
[Ciccone, business development manager] at 
Crommelin, she’s awesome. I took a chance on it 
because we’ve got a lot of guys who do bath-
rooms and renos and in about a year, I’ve prob-
ably sold about four pallets worth, and whole 
pallets to to customers as well because a couple 
of guys do a lot of that type of work.
In particular, Andrew really appreciates the 

brand because it helps him to work around 
Bunnings in this area.

I can get access to their commercial range so 
that’s the exact same product you see in Bun-
nings. So Bunnings sell that at $229. I can retail 
that for $155. It already makes me look better. 
I get a higher GP on it even when I’m selling a 
pallet, because I can get access to Crommelin’s 
commercial range. As it’s not a Bunnings line, 
they don’t even look at it. So that’s been very 
good for us.

Top, Crommelin make great waterproofing prod-
ucts, and offer good wholesale pricing. Bottom, 
Austral is Australian-owned and Australian-made, 
which gives it a big market advantage over com-
peting brands such as Hills.



SOUDAL T-Rex Power

PPG Taubmans’ Sunproof Exterior Paint

Sheffield Austsaw Extreme Wood with Nails 

T-Rex Power by Soudal is a 
range of revolutionary sealant 
adhesives that can fix, bond and 
seal, everything to everything. 
Based on the unique SMX® 
Polymer developed by Soudal, 
T-Rex Power range is permanent-
ly elastic, non-toxic, waterproof, 
suitable for indoor and outdoor, 
UV resistant, super strong, imme-
diately paintable and can even 
be used on damp surfaces.

soudal.com.au

Great Value For Money — 
Taubmans Sunproof Exterior is a 
water-based, 100 percent acrylic 
exterior paint formulated with 
UV Barrier to protect homes from 
the ageing effects of harmful UV 
rays. Taubmans Sunproof Exteri-
or Low Sheen is ideal for weath-
erboard, cement render, fibrous 
cement, brick, fences, pergolas 
and outdoor timber furniture and 
is suitable for use on surfaces 
that collect drinking water.
•UV barrier •Resists colour fad-
ing •Resists paint deterioration
•Water based acrylic

taubmans.com.au

Austsaw Extreme Wood with 
Nails circular saw blades:
• Premium European hi-density 
carbide blade gives extreme 
durability and cutting life
• Heavy duty laser cut plate built 
from finest quality steel
• Laser cut vents provide superi-
or noise & vibration absorption
• Thin kerf design ensures fast 
effortless, cutting and increased 
battery life on cordless saws
• Precision tooth grind for superi-
or tracking and cut quality
• Anti-kickback design, reinforced 
shoulder for safety & durability

sterlingtools.com.au

Andrew says:
“Soudal gives us a lot of 
support. One reason we do 
so well with Soudal is that 
they give us broken-box 
quantities, and they’ve just 
got a really good set up with 
that. Their merchandising is 
also very good.”

Andrew says:
“When I changed paint 
suppliers I went to all the 
suppliers. A lot of them 
wouldn’t turn up. But with 
PPG, well, we’ve dealt with 
Phil Hardy a long time — 
since Danks. So we did a 
deal and they did a full buy-
back.”

Andrew says:
“Sheffield came up with the 
stands for our store, and 
they’ve been flexibile about 
how we use them. They 
are really good. Sheffield 
are very supportive to the 
business. They also did a 
buyback so I am constantly 
putting up their products. ”

ADVERTORIAL

Traralgon H Hardware Recommends

http://soudal.com.au/
https://www.taubmans.com.au
http://www.sterlingtools.com.au/
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Categories

Power tools

Like most independent retailers, Traralgon H Hardware 
struggles with the power tool category. Partly that is the 
over-bearing presence of Bunnings, but increasingly, it’s also 
pressure from Total Tools and Sydney Tools, which consis-
tently undercut on a cost basis.

We were pricing out a table saw for a customer and [Total 
Tools]  were selling it under our cost. I asked the rep, “what’s 
going on?” He said, you can match that, and I’ll give you a 
credit. But I can’t do this for every bloody tool! 
You’re supposed to have a benchmark and are [Total Tools] 
getting it cheaper? What’s the go? That’s my biggest frustra-
tion with [power tool suppliers] and I talk to a lot of the stores 
and they all say similar things. 
The suppliers say “I’ll just give you a credit for the difference 
you lose”, but that doesn’t help when you’re trying to get a 
sale. You give a customer a quote for $1200 dollars and they 
can get it at Total Tools for $1000, which is below your cost. 
How do you know you are even able to do that? 
Some of the problems really come down to scale, as it af-

fects pricing, and benefits/rewards.
We can 100% compete. It’s just that people don’t give you the 
time of day to compete . Because what do they do when they 
look for power tools? They go to the internet and what are the 
first retailers that come up? Sydney Tools and Total Tools. So 
you just can’t compete with that. 
You go online and it doesn’t say it’s in stock, it just says it’s 
available. So the problem with power tools is you either have 
to go in fully blown or not really do it much. It’s hard to do 
because you have to cover everything. I lose sales because I 
don’t have every tool.
You would probably have to do about $100,000 of stock to do 
well. [Traralgon H Hardware has about $20,000 of power tool 
stock.] That’s where you get your margin It doesn’t matter that 
you’re running on a 5% gross profit in power tools because 
you’ve got that rebate. And you get the extra accessories sales 
as well. So if you are going to do it,  
you’ve got to really do it properly.
One of Andrew’s responses is to 

carefully pick and choose the tools 
he does offer for sale. At the moment 
he’s looking forward to stocking the 
Hikoki (formerly Hitachi) nailguns. 
They’re operated by a self-actuating 
internal compressor, which is me-
chanically better than the systems 
inside DeWalt nailguns, and doesn’t 
require the constant purchase of gas 
cylinders as well as maintenance for 
nailguns such as Paslode.

While Makita and DeWalt are two of the 
most common brands for independent 
hardware retailers, Traralgon H Hardware 
is also excited about new products from 
Hikoki (formerly Hitachi).
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Gardening

The gardening category is one that is surprisingly sensitive 
to brand names, given that many of its products are variants 
on highly commodified products. Traralgon H Hardware has 
had a fair success with the ironically branded “Lawn Porn”. 

They’ve got over 80,000 followers on Facebook. I contacted 
the bloke who distributes it and he said he gets something 
like five thousand messages a month from Victoria alone. It 
has a huge community around it with lots of YouTube videos. 
Because of the name you can have a good laugh!
Andrew is the first to admit that garden-

ing products is one area where he is not an 
expert.

The hard part with this is I don’t have anyone 
who specialises in garden as a salesperson. 
There’s so much knowledge needed in these 
areas as it’s a lot more customer driven. The 
ranges we put in are supplier driven which is 
difficult because suppliers like to overstock you 
as well. So my next job is to consolidate it a bit, 
but it’s doing quite well and we’ve done more 
sales lately.
One of his solutions is to move to stocking 

AgBoss products.
I’ll start stocking AgBoss. I put in some of their 
products over Christmas to get us by and it’s 
been selling really well. It’s a solid product. 
They’ve really done their research on it, and 
[Scott Jenson] is very proactive in his marketing 
which helps. He’s good at social media and all 
that stuff that really matters.

Timber
While the central location of Traralgon H 

Hardware has been a boon to its sales profile, 
it also brings the penalty 
of limited space for the 
store’s timber yard. An-
drew sees this being as 
much a perception prob-
lem as a real one, as he’s 
worked hard to build good 
relations with suppliers, 
ensuring rapid deliveries, 
which means he can keep 
reduced stock onsite.

We are fighting a percep-
tion that we can’t support 
builders just because we 
are a small business. We 
have another storage 

Top, the imaginatively titled “Lawn Porn” 
gets a laugh from customers, but the 
products are also regarded as being high 
quality. Bottom, Traralgon H Hardware is 
introducing AgBoss products, and makes 
use of some of the company’s marketing 
materials to help guide customers.
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place people don’t see, located about 10 minutes away. So 
we’re trying to do things that educate the customers that we 
can support them. The thing is, we’ve got  pretty good support 
from trade suppliers now, and we don’t need to keep a lot of 
stock.
When the timber shortage struck in 2018, Andrew found 

some good alternatives, that have now, even with timber sup-
pliers normalising, remained popular.

Obviously the timber shortage hit us pretty hard in the last two 
years. So we went heavy into Rio Timber Flooring when that 
happened. Now timber is coming 
back, so we’re getting quite busy 
which doesn’t help, because we do 
a lot of Rio now!
Like most retailers with smaller 

yards, however, Andrew and his 
team have learnt how to make the 
most of the smaller space.

We’ve outgrown where we are and 
there is nowhere to go in Traral-
gon. If we go anywhere else, we’ll 
leave the middle of town and we 
have a lot of customers come to 
us because we’re so central. If the 
property were four metres wider, it 
would be helpful. 
That said, I have become really 
good at playing “timber Tetris” over 
the past year!

Its central location has been key to the 
success of Traralgon H Hardware, but it 
does mean the timber yard is smaller 
than Andrew would like it to be. However, 
it is well-organised, and the store has an 
additional storage facility located nearby.



ROMAK Hardware Gate Range

Austral Fold Down Clotheslines 

AgBoss Killsoot

Romak has increased its range 
of gate hardware to accommo-
date most areas.
A range of colours and plating 
available.
Zinc plating, galvanizing and 
black powdercoated products 
and stainless steel.
Romak Hardware has the prod-
uct for you.

Contact
Frank Marini 0408 174528

sales@romak.com.au
 head office 03 97956789

romak.com.au

Austral Clothes Lines are 
100% Australian Made & Owned.
Austral’s Fold Down range 
features fully assembled Side 
Arms for easy DIY and a patent-
ed Tension Lock for simple cord 
tensioning.
Hi-tensile Australian milled, 
BlueScope® Galvabond® Steel 
ensures a quality, reliable  
product.
Contact: Austral Head Office for 
State Distributor details

Tel: 03 9799 8122
admin@australclotheshoists.com.au

australclotheshoists.com.au

Kilsoot makes cleaning your 
chimney or flue quick and easy. 
Will not corrode steel flues and 
increases efficiency of heater, 
reducing smoke emissions. The 
original chimney and flue cleaner 
established in 1958.
-Increases efficiency of heater
-Dissolves tar and creosote from 
all fuel heaters
-Reduces emissions
-The original and the best

Available Exclusively through  
AgBoss

agboss.com.au

Andrew says:
“We’ve obviously got  
Romak. They’ve always just 
been awesome. I’ve got all 
their hinges and it’s all re-
ally good. It’s been a very 
good range and we’ve been 
selling through really well, 
especially with black hard-
ware.”

Andrew says:
“We get a call most days 
asking for [another brand 
of] closeline and as soon as 
you say they’re not made in 
Australia, but Austral is, you 
pretty much convert them. 
It’s really popular.”

Andrew says:
“I’m stocking AgBoss. I 
put in some product over 
Christmas and it’s been 
selling really well. It’s a 
solid product. They’ve re-
ally done their research on 
it, and [Scott Jenson] is very 
proactive in his marketing 
which helps.”

ADVERTORIAL

Traralgon H Hardware Recommends

http://www.romak.com.au
https://www.australclotheshoists.com.au
http://www.agboss.com.au
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The overview
One of the areas of concern for the independent sector of 

hardware retail is how it will expand in the future. 
There are fewer independent hardware retailers operating 

today than there were 10 years ago, despite an expanding 
market, increased population and generally growing econo-
my. According to ABS figures, there were 6127 hardware retail 
businesses at the end of FY2007/08, and 5325 remaining at the 
end of FY2017/18. That’s a decline of 13%, though allowing for 
mergers and consolidations, the real decline is likely around 
11%.

Chart 1: Exits shows the breakdown for these lost busi-
nesses over that period by size of turnover. Chart 2: Numbers 
shows the latest numbers, for FY2018, of hardware retail 
businesses that remain, showing their representation in the 
market.

The surprise in these charts for most in the industry is 
that stores in the $200,000 to $2 million turnover sector have 
been the most vulnerable to exit pressures. While the num-
ber is somewhat proportional to the number that are in the 
market, when compared to the smaller turnover sectors, the 
expectation would be that larger stores were more resilient. 
That’s emphasised by the single sector that has grown, busi-
nesses with over $2 million in turnover.

Retail turnover for hardware, according to ABS statis-
tics, went from $12.3 billion in FY2007/08 to $19.1 billion in 

Chart 1: Exits. This chart shows the total 
number of business exits for the hard-
ware retail category. Note that the num-
ber will be inflated by circumstances such 
as businesses that change ownership, but 
overall it provides a clear survey.
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FY2017/18, an increase of 55.6%. Allowing for inflation, the 
increase would be from $15.2 billion in today’s dollars, to $19.1 
billion, a market size increase of 26.0%

With that kind of solid growth, one would normally expect 
at least moderate growth in the number of businesses, rather 
than a decline of 11% or more. That means there is a factor at 
work other than the economics of the market. The most like-
ly candidate for that factor is the market’s major competitor, 
Bunnings.

We can assume further that the effects of Bunnings are 
somewhat less on stores that achieve retail turnover of above 
$2 million a year, and that the effects are strong on stores 
with retail turnover between $200,000 and $2 million a year, 
as well as on stores with smaller turnover.

The question that needs to be answered is what happens 
if this trend not only continues, but actually accelerates? It’s 
likely that even after the current fall in growth moderates 
— probably by fourth calendar quarter 2020 —  the industry 
will not climb back to the growth rates we’ve seen over the 
past decade. Under these conditions, there could be a further 
contraction in the numbers of independent hardware retail-
ers by something like 9% over the 
next six years.

The looming problem is that at 
some point this kind of contraction 
will begin to affect the viability of 
the independent hardware retail 
segment as a whole. It’s not just 
that the marketshare of indepen-
dent retailers  is shrinking, the over-
all size of the market — the total 
amount purchased — is shrinking 
as well. 

One result of this contraction 
could be that independent retailers 
see brands drop out of their sector. 
With reduced brand competition, 
wholesale supply prices could 
climb, further reducing market-
share. Some would argue that we’ve 
seen early signs of this, with pop-
ular brands such as Irwin already 
becoming Bunnings-only.

In order to reverse this trend, it 
is vital that the independent indus-
try as a whole explores ways it can 
expand. This expansion has, as well, 
been made more difficult by the 
fact that Bunnings is itself continu-
ing to expand. For example, when it 

Chart 2: Numbers. This chart provides a 
view of the distribution of hardware retail 
businesses by revenue tranche.  This level 
of detail is only available for the most 
recent years.
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opens a warehouse store in what is effectively a “greenfields” 
location such as Mernda in Melbourne’s northern suburban 
growth corridor, the company makes it very difficult for inde-
pendent competition to even get started.

While this seems somewhat gloomy, HNN believes that 
there are some bright sparks of hope for the industry — if 
the industry responds. One of the major trends — and op-
portunities — that HNN expects to emerge over the next 
six years is the development of more regional areas on the 
fringes of Australia’s major cities. New South Wales (NSW) 
is already far along this path with developments around 
the Sydney fringe area, especially its “A Metropolis of Three 
Cities” plan for Greater Sydney. In particular, the Western 
Parkland City (as it is called) would seem to offer many devel-
opment opportunities. The proposal documents describe it as 
follows:

The city will be established on the strength of the new interna-
tional Western Sydney Airport and Badgerys Creek Aerotrop-
olis. It will be a polycentric city capitalising on the established 
centres of Liverpool, Greater Penrith and Campbelltown-Ma-
cathur.
The likelihood is that, outside of the more central, major 

developments, additional areas will begin to grow as well. For 
example, the town of Appin could grow along the lines that 
Spring Hill is already experiencing.

In Victoria, there has been a gradual shift to thinking more 
in terms of regional development — something which Traral-
gon and the Latrobe Valley has benefited from. As with the 
Sydney plan, this is in its beginning stages, but it could bring 
many developmental opportunities.

This is, of course, a trend that HNN believes Bunnings has 
spotted as well. There are early signs HNN has observed that 
Bunnings is considering moves into regional areas that are 
poised for high levels of growth over the next three years. 

However, independent hardware 
stores do have some advantages 
over Bunnings when it comes to this 
type of expansion. Each Bunnings 
store is highly capital intensive, and 
as part of the company’s dedication 
to lean operations, it expects stores 
to become (in simple terms, absent 
initial stocking and setup) profitable 
very quickly after opening. That 
means they need to be built in areas 
of markets where a high level of 
demand is already evident.

Independent retailers can, how-
ever, start with smaller operations 
and then scale as demand grows in 
a market. This means that they can 

One of the maps provided for the de-
scription of NSW’s “A Metropolis of Three 
Cities” future plan. For hardware retail 
expansion, the “Western Parkland City”, 
especially around Campbeltown-Macar-
thur might provide the most possibilities 
over the next five year.
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enter markets two to three years ahead of when they would 
become viable for Bunnings. This can give independents time 
to build a loyal customer base, using skills such as a high level 
of direct customer service, goods that are specific to the cli-
matic and other conditions of the area, as well as establishing 
personal relationships with trade customers.

What’s really needed is a way to assess candidates and 
work out when opportunities appear in a specific area. One 
way of doing this, helping to at least identify candidates for 
development, is to use statistics, in particular certain key 
building stats provided by the ABS.

In order to build some idea of what statistical modelling to 
use, it’s helpful to start with a “positive” result, and then work 
backwards to find what might have indicated its success. As it 
turns out, when it comes to looking for future opportunities, 
Traralgon H Hardware turns out to be a very good start to 
building such a model. 

Of course, Traralgon indicates an area that has reached a 
developed “end phase”, in that it is already prosperous, and 
has attracted a range of hardware businesses, including a 
Bunnings warehouse. What is looked for in a candidate is 
not where Traralgon is today, but rather areas that have the 
potential to develop into a Traralgon. 

The major signs that should be looked for are: planning 
permissions that are aimed at promoting growth; population 
increases that indicate an tendency towards growth; and 
building statistics which indicate growth is being channeled 
into this kind of development.

Map 1: Planning closeup. This map 
shows the area of Traralgon itself with 
the location of Traralgon H Hardware.  
The pink area is residential, and the blue 
area is commercial use. This map shows a 
vibrant mix of the two.
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Planning
For many hardware stores in regional areas, planning 

restrictions indicate the limits of their markets, either due 
to allocation of land to farming purposes, or the presence of 
environmental preserves (such as Victoria’s “green wedges”). 
The planning map for Traralgon Map 1: Planning closeup, and 
the area surrounding it Map 2: Planning overview shows a 
region that is ripe for future development. While there is an 
abundance of land for agriculture (much of this taken up by 
the region’s well-known dairy herds), there is also land allo-
cated for a range of other purposes. That includes industrial, 
mixed-use, and retail. Also encouraging is land allocated for 
dense residential developments.

One clear indication of future building activity is the num-
ber of large-scale developments that have been approved for 
Traralgon, and nearby Glengarry and Morwell. For Traralgon, 
there are 1145 house sites approved, covering 117.5ha. Morwell 
has approval for 785 covering 123.26ha. Glengarry has 130 on 
land totalling 21.05ha. 

There are also longer-term proposals for another 1077 new 
housing lots in Traralgon, covering 118ha, and 1280 new hous-
ing lots covering 142ha for Morwell.

In looking over planning documents for a specific region, 
one of the key things to look for is cases where a developer 
has made an application to change an approved application 
from medium-density housing to high-density housing. Ap-
proval of this type of change is a real indication of the future 
development potential for a region. There are examples of 
this in the Traralgon region.

Map 2: Planning overview. Zoomed 
out from Map 1, this shows the cluster of 
town in the Latrobe Valley.
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The importance of a planning structure that features a 
wide mix of development types goes beyond there being 
space to launch a hardware store or to accommodate future 
building. It’s also about the vitality of the region itself.

Traralgon’s history has been one of mixed uses. While ag-
riculture and the timber industry dominated its early years, 
this was joined in the late 19th Century by electric power pro-
duction for the Melbourne market, and later by the construc-
tion of an ongoing papermill production plant.

It’s easy to see how such mixed use gives rise to other 
enterprises: the region began producing airplanes after a 
substantial period spent modifying existing planes to bet-
ter suit them to agricultural services. The demand for these 
planes would have been generalised throughout many areas 
of Australia. But what the Latrobe 
Valley had to offer was not just 
demand, but a skilled workforce, 
trained at the electricity genera-
tion and paper enterprises, as well 
as local government eager to see 
more industry.

Such mixed use gives rise to 
local economies that are more 
resilient, as when one sector goes 
through a dip in activity or profits, 
other sectors are likely to continue 
unaffected. That resiliency can 
give retailers more confidence 
when planning long-term invest-
ments.

Population
The subject of population 

growth in Traralgon is an inter-
esting one. The Latrobe Valley in 
general suffered a loss of popu-
lation of around 6% from 1990 to 
1996, in response the the privatisa-
tion of Victoria’s State Electricity 
Commission, and subsequent 
reduction in job numbers at the re-
gion’s brown coal powered power 
plants. Population continued to 
decline from 1996 through to 2005, 
but then began to climb again. As 
Chart 3: Population shows, there 
was strong growth from 2005 to 
2011. At that time, population in 
the Latrobe Valley declined, while 
population of Traralgon continued 
to increase albeit at a slower rate. 

Top, Chart 3: Population shows the pop-
ulation numbers for Traralgon contrasted 
with that for the rest of the Latrobe Valley. 
Bottom, Chart 4: Population change 
shows the year-on-year change in popu-
lation for the towns in the Latrobe Valley, 
and the entire area.



73

hnn.bz

The rate has increased again between 2015 and 2016. 
Looking at the second population chart, Chart 4: Popu-

lation change, we can see the comparative growth rates for 
the areas that make up the Latrobe Valley. Traralgon is the 
only one not to have experienced population decline in this 
time-series, and it obviously has taken most of the growth.

Despite this growth, Traralgon has also managed to keep 
its unemployment rate relatively low, and far lower than 
the amalgamated figures from Latrobe. As Chart 5, Unem-
ployment shows, while there was a bump in unemployment 
around the closure of the Hazelwood powerplant in March 
2017, there was also a recovery, which, coupled with ongoing 
growth in population, points to additional opportunities 
becoming available.

What caused the population growth? One fairly evident 
reason would be the completion of the Pakenham bypass 
in 2007 on the Princess Freeway, the main highway system 
linking Melbourne to eastern regional centres in Victoria. 
There was also an upgrade to the railway service between 
Melbourne and Traralgon at around the same time. While 
this initially promised journey times of 90 minutes, it was at 
first over 100 minutes, and today is around 120 minutes.

Both these measures made some form of daily commut-
ing from Traralgon to Melbourne at least possible, as well as 
benefitting connections to intermediate 
urban areas, such as Dandenong.

Additionally, there has been ongoing 
growth in service industries, especially 
health services with a regional focus. The 
Australian Securities and Investment 
Commission (ASIC) opened offices in the 
area in the early 1990s, and other call-cen-
tre type government agencies and busi-
nesses now operate from the area as well.

More recently, the Latrobe Valley 
Economic Development Program has 
been launched with funding of $40 mil-
lion. This is concentrating on two areas: 
logistics development, and technology. As 
part of the program, a Gippsland Hi-Tech 
Precinct is being built, about a 10-minute 
drive from Traralgon, in Morwell.

As well, of course, there has been 
the ever-growing problem of housing 
affordability in Melbourne, and even 
its outer suburbs. The median price of 
a two-bedroom house in Traralgon is 
$230,000, while a similar house in even a 
fringe suburb such as Frankston is over 
$450,000.

©By YSSYguy at English W
ikipedia, CC BY-SA

Top, Chart 5, Unemployment shows 
that Traralgon has a better rate than the 
overall Latrobe Valley. Bottom, GippsAe-
ro’s latest aircraft, the Airvan GA-10. 
Unfornately sales have been depressed 
by a crash during testing in the US.
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Building/Construction
While the headline numbers for construction, in terms of 

regional planning, look good, it’s also vital to look at what is 
taking place on the ground. Arguably, you could make use 
of just about all the construction numbers provided by the 
ABS. However, the best general indication for activity has to 
do with building permit issuance. The other measures tend to 
add incremental information to those numbers.

The ABS provides this information for small statistical re-
gions. This includes postcodes, local government areas (LGAs) 
and statistical area level 2 (SA2). LGAs are useful for a broad-
er look at a region, such as the entire 
Latrobe Valley, while SA2 numbers 
provide a better view of individual 
localities, such as Traralgon and 
Morwell

To begin with, the task is to look 
at the overall level of activity in the 
area, and then to look at how that 
activity gets distributed. In Chart 6: 
Total spend we see the total amount 
of spending forecast by building 
permits for the area surrounding the 
Latrobe Valley such as Gippsland, 
contrasted with the amount spent 
in the Latrobe Valley. The indica-
tions are that while there is a loose 
relationship between expansion 
and contraction of the two areas, 
the general trend in both is towards 
growth. For Gippsland, that growth 
is around 8% on average, while for 
the Latrobe Valley it is around 14% 
on average. The average share of the 
overall Gippsland expenditure cap-
tured by the Latrobe Valley is 18%.

From this we can derive some 
positive views. The Latrobe Valley 
is located in an area that is growing, 
and — even better — it itself is grow-
ing at a higher rate.  

The next step is to look at how 
this growth gets distributed within 
the Latrobe Valley. Chart 7: Spend 
distribution shows that Traralgon 
is the area that receives the bulk 
of spending projected by building 
permits, but also that this spending 
is periodically displaced by spending 
on Moe. 

Top, Chart 6: Total spend. This shows 
the total of forecast spending based on 
building permit issuance. Bottom, Chart 
7: Spend distribution shows how the 
spending gets distribued across the 
towns in the Latrobe Valley.
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To drill down further into what is going on, we need to look 
at the total spend categorised by residential and non-resi-
dential construction. Chart 8: Value Residential shows the 
residential spend, and Chart 9: Value Non-Residential shows 
the total non-residential spend. What these charts show is 
that there was a strong spike in permits for non-residential 
building in Traralgon for FY2015/16, which coincided with a 
peak in residential permits as well.

There are several questions that these charts bring up. In 
terms of residential permits, there is a pattern of three years 
of solid gains, followed by two years of declines. To look a 
little more closely at the declines, it helps to drill-down still 
further, into the category of the number of new house builds. 
Chart 10, Number New Houses shows an interesting trend in 
these, as after only two years of decline, these have stabilised, 
indicating some resilience in that market. Even more hearten-
ing is the data for alterations and additions (renovations) in 
Chart 11: Value renovations. This shows not only that renova-
tions are seeing a considerable uptick in Traralgon, but that 
this is a trend throughout the Latrobe Valley, and that Traral-
gon is the area benefitting most from that.

Left, Chart 8: Value Residential 
shows the value of building 
permits issued for all residential 
buildings. Right, Chart 9: Value 
Non-Residential shows the value 
of building permits issued for all 
non-residential buildings. 
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Just to confirm those two trends, we can also look at Chart 
12: New House % change, which shows the percentage change 
in numbers of new house constructions, and Chart 13: Ren-
ovations % change, which shows the percentage change in 
renovations. These both look at Traralgon, the Latrobe Valley, 
and the surrounding Gippsland district. This shows that Tr-
aralgon has a generally better resiliency than its surrounding 
districts, and also indicates that if investment is put into the 
area as a whole, the town is likely be a major beneficiary.

All this does, however, leave us with a lingering question: 

Top left: Chart 10, Number New 
Houses, shows the number off houses 
for which building permits issued were 
issued. Top right: Chart 11: Value 
Renovations, shows the value of permits 
issued for alterations and additions
Bottom left: Chart 12: New House % 
change, shows the rate of change for 
new house permits, contrasting Traralgon 
with the larger surrrounding area.Bottom 
right: Chart 13: Renovations % change 
shows the rate of change in value for per-
mits issued for alterations and additions
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going back to Chart 8, where did the ongoing 
declines in value of permits through to FY2017/18 
for Traralgon originate?

The answer, it turns out, is to be found in non-
house residential construction. Chart 14: Value 
Non-House Dwellings shows these numbers for 
Traralgon, the Latrobe Valley and Gippsland. It’s 
clear the Traralgon is the dominant place for this 
kind of construction, and also carries an outsize 
proportion for Gippsland as a whole, with an 
average of 19.9%, peaking at 45.5% in FY2016/17.

Summary
The statistics do show that Traralgon — or 

a region with a similar profile — is a good spot 
to be in hardware retail. However, looked at a 
little more closely, they also reveal more about 
the strategy a successful retailer might take. 
Renovation is a major market worth pursuing, 
new house builds have fallen from a peak, but 
look set to continue at a historically high level. 
While most hardware retailers do less well in 
multi-dwelling construction, with this highly 
concentrated in Traralgon, it might be worth 
considering as a market.

Often the greatest contribution of statistical 
analysis is to help to identify, out of 20 or so 
broad candidates, the two or three that are worth 
considering. But analysis can also help by iden-
tifying the best questions to ask when exploring a potential 
business. Those questions are often best answered by an on-
the-ground survey, chatting to other retailers in the area, and 
asking suppliers what they think about the local conditions.

Analysis
One way of looking at what Andrew has done in Traralgon 

is that he has taken many of the ingredients with which more 
traditional hardware retailers struggle — millennials, women 
consumers, female tradies, social media, video content, media 
relations, brands — and he has used virtually all of these to 
his advantage. While he evidently respects both his Dad and 
his Dad’s generation, he is critically aware that it’s necessary 
to preserve the best things from that past — especially inde-
pendence — while retrofitting some of the capabilities and 
possibilities of the present. 

It’s not surprising to HNN that he has ended up not just at 
HBT, but in HBT’s H Hardware program. That’s because it is 
probably the best place to be in the industry if your goal is to 

Chart 14: Value Non-house dwellings. 
This shows the alterations in value of 
non-house dwellings, including flats and 
apartments, in the broader region.
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explore new opportunities, and to seek out people who might 
be like-minded, and can form a “capability cluster” in a larger 
organisation. 

The question that many in the industry need to answer is 
how much they are doing to facilitate this. Are these more ac-
tive, entrepreneurial retailers getting the support and assis-
tance they deserve? Are the buying groups, the suppliers, and 
even the bankers really listening to them, and understanding 
that they represent not just “a” future, but a very good future 
that could see this industry move back towards growth?

For example, take Andrew’s attitude toward the power 
tool part of the business. As he states, with a really welcome 
surge of just “let’s take them on!”, there’s nothing to prevent 
independent hardware retailers from being successful in this 
field. What’s required, given current circumstances, is ade-
quate capitalisation — in his case, about five times what he 
currently has invested in that stock. 

What Andrew is pointing to is something we all already 
know: the independent hardware store, with its selection of 
goods, its knowledgeable service, its integration into a com-
munity, and its understanding of how the trades work, is just 
a very attractive proposition for anyone looking to purchase 
a power tool. Internet-based and speciality power tool retail-
ers really cannot match this.

Andrew is very specific about one of the main ways in 
which these non-hardware retail outlets manage to succeed: 
as he says, the path to purchase starts with the internet, and 
the first hits that come up on a Google search are Bunnings, 
Sydney Tools, and Total Tools.

So, how could you counter that? One way would be for the 
entire independent hardware sector to come together and 
launch a project to build one of the best onine power tool 
information resources in the world. If you look at the level of 
information available about power tools on any of the manu-
facturers’ sites, you will find it is, at best, scant. 

To give just a single example, HNN has yet to find a single 
manual for a cordless tool or Lithium-ion battery that in-
forms the user of the what has become the commonly agreed 
best practice for managing charge cycles for these batteries 
— that is, run down to only about a 20% charge, and recharge 
to about 95% capacity. This is due, we believe, to legal reasons. 
They would be certifying a specific practice, and someone 
would probably sue the company for (as an example) over-
stating battery capacity, as the “usable” capacity would then 
be only 75% of the stated capacity.

Such a website would not need to be concerned with these 
matters, and if done correctly, could likely easily go past the 
sites of individual retailers in terms of search engine results. 
More paths to purchase would run through such a site, as, 
after a customer had browsed the different tools from a range 
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of brands, they could then click on a button and see what 
suppliers held those tools in stock in their area.

That’s just one possibility, and really a similar approach 
could be applied to perhaps a half-dozen other categories as 
well. The real point is not the specifics, but a way of working 
in this area. 

What is needed now, in buying groups, in the community 
at large, is to realise that the choice most retailers face is a 
simple, stark one: either step up, or step away. HNN perfectly 
understands that there are many retailers who do not want 
to embrace technology, and want instead to continue doing 
what they were doing in 2005. There’s nothing wrong with 
that. But those retailers do need to get out of the way of the 
progressive retailers, such as Andrew, who have new ideas, 
and who want to drive this industry forward.

Because the choice that faces the independent sector of 
the industry is becoming increasingly stark. Either it works 
out how to grow, how to take back some of the market weight 
it has lost over the last ten yeard or more, or it will continue 
to shrink, and it will eventually reach a point where recovery, 
if it remains possible, will be very difficult indeed.

The independent sector of Australian hardware retail can 
grow. It’s not Bunnings or any other retailer that is holding 
it back. It is almost entirely an internal matter. It, basically, 
simply needs to get of its own way. It needs to let those who 
are growth focused do what they must do.

HI
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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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The Metcash-owned Independent Hardware 
Group (IHG) held its 2019 Expo in Adelaide 
on 19-20 February. HNN attended the plenery 
session at the start of the Expo. According to 
IHG, there were 852 delegates/staff attending, 
as well as 893 supplier personnel, for a total of 
1745 in all.

Perhaps the best way to begin our coverage 
is through the lens provided by two endings. 
The first marked the end of a heartfelt, warm 
and at times very funny presentation by one 
of Mitre 10’s founding members, John Clen-
nett. In part this was in recognition of the 
group’s 60th anniversary. 

IHG EXPO 2019
The revolution?

IHG CEO Mark Laidlaw 
and general manager - 
operations and merchan-
dise, Annette Welsh, on 
the stage at the end of 
their presentations.
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But, just before we get to that, let’s hear about Mitre 10’s  
founding moment, as Mr Clennett related the history, which 
took place in 1959 in the grand tradition of the founding of 
hardware groups (Hardware & Building Traders followed a 
similar path):

The four of them got together in a small weatherboard home 
in Union Road which still stands in Surrey Hills in Victoria. It 
was the home of a chap called Reg Buchanan who ... was the 
main driver and there were the four players Reg, Tom Danaher, 
Jack Womersley and Ian Davey together with Ian Nisbet. They 
had quite a number of meetings and then ...  they said look 
we’ve been buggering around with trying to do something to-
gether, let’s have a big luncheon, let’s get legless, and finalise 
some decisions. 
Reg was very keen to sell paint, so he said, “Bugger it!”, threw 
$5000 on the table, and said to the others, “Well, are you go-
ing to join me or not?” 
So, before you could say “Jack Robinson”, they had $20,000 
and then went off to a paint company and they were able to 
buy the paint at really less than half the price that they ever 
one of them [had paid before].
At the close of this interesting review of the earliest histo-

ry of Mitre 10 (which began as “Mitre 8”), Mr Clennett offered 
these remarks, reflecting on Mitre 10’s history, and IHG’s 
present:

A lot of us remember when we as members ran the business. 
That was a time when co-operatives were reasonably success-
ful. Those times are gone, and you’ve heard ...  how important 
it is for all of us as small retailers to be supported by, in our 
case, Metcash is a publicly listed company with a real com-
mitment to people ... and your individual businesses. So 
whatever you do, understand that Metcash actually care 
for us all and you need to support them, and you need to 
demand from them what you want from them. Thank you 
very much. 
We can match that up with the closing remarks of 

IHG CEO Mark Laidlaw, at the very end of the Expo’s 
plenary session:

So, guys, it is time to unite. We’ve been spending too much 
time fighting each other amongst the brands. It doesn’t 
matter whether you are Home, Mitre 10, Thrifty or True 
Value. The thing that unites us is that we’re all indepen-
dents. And Metcash for its part and IHG can add enormous 
value, as you’ve heard today in those areas that it’s hard 
for independents to do. We will invest in the brand. We 
will invest in store development. We’ll invest in the digital. 
We’ll invest in the warehouses, and we’ll invest in people — 
probably the most important. 
We will also — now that we have started to get our model 
together — reach out to those other independent groups 
such as HBT and Natbuild. It is time that we all unite. They 
don’t have to come under our brands but we do need to 
get together. 

John Clennett, proud Tasmanian, and 
one of the great men of independent 
hardware retail in Australia.
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We have great respect for Bunnings. But in this time, when 
the consumer is changing so rapidly, will they be flexible and 
adaptable enough to change with that? Time will tell. For our 
part there is a great opportunity to unite and become a genu-
ine opportunity for Australian shoppers. Thank you very much. 
These closing summaries suggest a similar basic rationale: 

the market has changed in such a way that independent re-
tailers will likely be able to better survive and prosper when 
they are in some form of partnership with a corporate entity, 
such as Metcash.

Mr Clennett based his statement on what is likely a very 
genuine “gut feeling”, and many years of experience. Mr Laid-
law’s closing statement was more definite. It listed a series of 
activities that IHG would undertake:
• Brand investment, including advertising, etc 
• Store development, which is likely a reference to the Sapphire 

program, and IHG’s “paintbrush” store ratings system
• Investment in the digital aspects of retail business
• Investment in warehouses, for the distribution of goods
• Investment in people, such as training and/or hiring IHG staff

This has become a familiar argument over the past five 
years or so. Mitre 10 and then IHG has presented itself as 
a “safe haven” from the market dominance of Bunnings. 
Much of that “safety” has come from its belief that its ware-
house-based consolidation of demand across limited brands, 
which provides better bargaining power and therefore lower 
prices from suppliers, was one way of diminishing Bunnings’ 
dominance in low pricing.

The counter-argument from buying groups such as HBT 
and Natbuild has been that the costs associated with IHG’s 
model are high, while they have very low costs, a difference 
which diminishes the pricing efficiencies of IHG’s model. The 
buying groups also provide a less-hierarchical, flatter model, 
where individual members really can see suppliers they dis-
cover become part of the group. 

It is the need to make these points and demonstrate them 
that drove most of the plenary presentations that Mr Laid-
law and IHG’s general manager - merchandise and operations, 
Annette Welsh, delivered. Mr Laidlaw 
concentrated on achievements to date, 
and the development of the organi-
sation, while Ms Welsh provided an 
insight into innovations, and the di-
rection IHG is taking towards markets 
and customer engagement — what Mr 
Laidlaw labelled “the sexy future stuff”.

Ms Welsh also outlined some possi-
bilities that, if developed further, could 
really help change the independent 
hardware retail sector, across all buying 
groups.

Mark Laidlaw and a chart he often uses 
to demonstrate relative market size of 
participants in Australian hardware retail.
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Past and present
Mr Laidlaw’s delivery of the latest news to members is 

quite distinctive. It’s very far from, for example, an officer 
reporting HQ’s view of the battle to the troops. It’s more like a 
battle-hardened sergeant in a behind-the-lines bunker letting 
his comrades know what the last battle was like, and what he 
expects from the next one. He projects a sense of physicality, 
that at times leads you to expect he would, given half the 
chance,  be willing to wrestle some of the more recalcitrant 
graphs and numbers to the ground.

There is certainly no doubt about his passion, and, as with 
all the top staff at IHG, there’s a clear sense that he is preoc-
cupied not with his own success, but rather with that of the 
enterprise. It’s a passion that, while very welcome, can also 
lead to some over-statements. Perhaps that’s because Mr 
Laidlaw is seeking a balance, somewhere, between the strate-
gic value of a percentage point, and the awareness that these 
numbers mean something also to the welfare of a family, to 
the value of a life spent in hardware retail, out there in the 
crowd of members gathered in the half-dark of the amphi-
theatre of the Adelaide Convention Centre.

 So, what is it that Mr Laidlaw is so passionate about? In 
terms of IHG itself,  two main, linked concerns he has are the 
cohesion of the group, and its potential for growth. A good 
place to start to pick this apart is with what is commonly 
accepted as the bellwether for the group’s health, the store 
numbers. Mark Laidlaw has a strong stage pres-

ence, frequently in motion, emphatic in 
making key points.
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Store numbers

Not that Mr Laidlaw is terrifically keen on these numbers 
himself. As he commented:

We’re a public company. Couple times a year we front the ana-
lysts, we front our shareholders, and the first question that the 
analysts always tend to ask as they roll it into their modelling 
is, oh your store numbers, you’re closing stores, store numbers 
are going down. And that is true. So what we’ve done here, 
we’ve measured store numbers since we took over the busi-
ness in 2010 and in the independent sector they actually have 
declined 28 percent. It’s worth having a look at that change.
At the actual results announcement in December 2018, Mr 

Laidlaw made this response to the query about store num-
bers:

The other thing that’s important to note that there were a 170 
stores called Thrifty-Link that we took out from Woolworths 
that are about 20% of the stores that represent 2% of the 
[wholesale sales] volume. Those stores will continue to close 
and [this] will have minimal impact on our EBIT and indeed 
on our sales. So I’m not hung up on those. The other ones are 
with the company stores. We had 41 company stores that we 
acquired from Woolworths. Today, we have 37. We have got 
out of four poor leases, which has actually added to our EBIT. 
We did lose one large customer. We lost a large customer in 
Queensland. 
Looking at these numbers for the past couple of years, in 

Metcash’s proposal for the acquisition of HTH, the number 
of bannered stores was set at circa 740. A slide to 690 indi-
cates a decline of 6.8% (over two years). That’s inline with the 
background rate of the 28% over eight years provided by Mr 
Laidlaw. A slide from the presentation shows the 

store numbers and distribution.
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The other element to note (as mentioned elsewhere in this 
issue) is that figures from  Australian Bureau of Statistics 
(ABS) show there was a net loss of over 1000 hardware retail 
businesses with annual revenues under $2 million during 
the same period. It’s also worth noting that the ABS figures 
show there were 6127 hardware retail businesses at the end 
of FY2007/08, and 5325 left at the end of FY2017/18. That’s a de-
cline of 13%, though allowing for mergers and consolidations, 
the real decline is likely around 11%.

This has taken place against a background of an increase 
in overall retail revenue for hardware, according to the ABS, 
from $12.3 billion in FY2007/08 to $19.1 billion in FY2017/18, 
growth of 55.6%. Allowing for inflation, the increase would be 
from $15.2 billion in today’s dollars, to $19.1 billion, a market 
size increase of 26.0%

For Mr Laidlaw and IHG, the reason for that discrepancy, 
the increase in overall revenue and the decrease in the num-
ber of viable stores, can be explained by a single word of two 
syllables: Bunnings.

Equally, other buying groups have seen membership num-
bers increase. In terms of general comments in the industry, 
however, several seasoned veterans have told HNN that they 
have been surprised at IHG’s retention number, and had pri-
vately predicted the group losing around 10 or more further 
stores. Mr Laidlaw’s very hard work has produced results.

Yet those same observers see 2019 as being quite a testing 
year in this regard for IHG. These observers see IHG mov-
ing to increase pressure on HTH members to cross-brand to 
Mitre 10. There is some support for this notion in remarks 
made by Mr Laidlaw when addressing financial analysts at a 
Metcash Strategy Update in early March 2019:

A slide from the presentation shows the 
decline in IHG member stores, and the 
increase in Bunnings stores.
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Mitre 10 now has 22 stores in Tasmania. It used to be about 11 
on both brands. We have made that a blue and white state....  
We have used this as an absolute test bed where we’ve made 
it a blue and white state. And think of the synergies we’re 
going to get there because instead of running two catalogue 
programs you now run one catalogue program, instead of 
running two television commercials, we’ll be running one 
television commercial radio etc. So we really believe that’s the 
test bed to see what other synergies we can drive out of the 
business.
As HNN has stated in the past, and as Mr Laidlaw’s re-

marks make clear, this is a great move from a corporate 
perspective, as it will decrease costs and increase earnings. 
However, many observers are not confident that all HTH 
members will see these moves as an entirely positive develop-
ment.

Revenue performance

Quite rightly, Mr Laidlaw mentioned he was proud of the 
financial performance of IHG (formerly Mitre 10): 

But our revenues — proud of this chart — only eight, nine years 
of being here we have grown our sales back... For full year 
2011 financial year we were about a $750 million business. 
Very few of our stores were buying through us, our suppliers 
were going direct to the stores. 
We developed a strategy. We stuck to it and through those 
next five or six years we continued to grow at about 5 percent 
a year and then fantastically and amazingly we took the oppor-
tunity to acquire the HTH business, and we doubled our reve-
nues to $2.1 billion on a wholesale basis. We would expect of 
course the next couple of years that will flatten but then we’re 
confident that we’ll get a second kick after that.
The recovery of Mitre 10, and its transformation into IHG 

is indeed praiseworthy. The business of completing a merg-

Mark Laidlaw presents a slide showing 
the growth in revenue for IHG.
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er between two separate organisations of near-equal size is 
complex, and many organisations fail.

The reason why IHG has not really received the recogni-
tion it deserves for this feat, however,  is because — from the 
perspective of financial analysts —  it has so far been more of 
a sidestep than a step forward. While revenues have grown, 
so has capital investment. Return, and in particular growth 
on return, is how corporations are judged. 

Since the acquisition, IHG has returned considerable 
earnings before interest and taxation (EBIT) through addi-
tional efficiencies it has developed, but the company also 
announced that this kind of gain is almost over. 

It’s very understandable, given the venue and the mes-
sage that IHG had to deliver, that Mr Laidlaw not mention 
a recent, salient datapoint. The results from the first half of 
Metcash’s 2018/19 financial year were released in December 
2018, and they are not encouraging. EBIT return was good, 
but overall revenue grew by only 1.25% — though like-for-like 
sales in bannered stores rose by 4.2%.

While performance in terms of  savings are material and 
ongoing, the core question now is how the company can use 
its additional scale to create growth.

Trade

One of the slight surprises announced at the half year 
results in December was that IHG sees itself as having moved 
from around a 60/40 split between trade/DIY to a 65/35 split. 
In his session at the Expo, Mr Laidlaw did go some way to ex-
plaining that evolution, seeing it as an indirect consequence 
of the Woolworths/Masters business plan:

A slide from the 
presentation showing 
development of the 
Sapphire Trade stores.
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So Woolworths bought Danks  first, and then they certainly 
acquired some of those other businesses. Hudson’s,  Belmont, 
Tait’s, and they bought them 100%. And then, as we know, that 
madness stopped in 2016, and it was sold — [all]  the business-
es —  and we took the opportunity to bring them together. And 
that’s why you then see today that we’ve moved to about 65 
percent split between trade, 65% trade, 35% DIY.
Going back to the presentation for the acquisition from 

2016, this shows that Mitre 10 had a 55/45 split trade/DIY, 
while HTH had a 62/38 split, and the projected outcome of the 
merger was 59/41. This new shift further towards trade indi-
cates that, while the history is accurate, there is more than 
that going on.

To speculate, what is happening is that IHG has recognised 
two things: the first is that, for the moment, Bunnings has 
an almost unassailable position in DIY, and wresting market-
share away would be very tough — especially in the reduced 
demand situation of falling house prices and subdued ac-
tivity in real estate markets. The second element is that 
Bunnings really is going into a situation of change, and it is 
possible that two years from now, a part of that market will 
be easier to take on. 

Meanwhile, of course, IHG is working hard to experiment 
at expanding into new areas of the trade market. In intro-
ducing Metcash’s half-year results, the company’s CEO, Jeff 
Adams, said this in his prepared comments:

Our pilot trade store-focused stores are continuing to perform 
well. And we expect to have 12 low-cost, trade-only stores 
operating by the end of financial year 2019, growing to 40 by 
2022.

A slide from the presentation shows 
the distribution between corporate, 
joint-venture, and independently owned 
stores.
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That document also describes the “trade-only” store objec-
tives:

The new Trade Only store was designed as a low-cost model 
to meet the Trade customer’s needs and attract new customers 
to the Mitre 10 brand.
Some more insight into the thinking behind trade-only 

was also provided by Mr Laidlaw in response to an analyst’s 
question at the half-year results presentation.

The traditional Mitre 10 business is a segment in the reno-
vations. They didn’t deal with the big tier one builders, Mitre 
10. It was good. It was a nice, safe place, and you make better 
margins in that area. So we have a large share of that 65% 
trade in the renovations. And then we also do have new dwell-
ings, which is what we picked up with the big company stores. 
But we’re not in the multi-dwelling market.
Bunnings has recently commented that its trade market is 

confined to the trades renovator, and builders who do one to 
ten houses a year. The strategy with the Mitre 10 trade-only 
stores could be to capture more of the five to 15 houses a year 
builder market.

Sapphire/Mitre 10 crossbrand

At first glance, some of what we’ve said above about IHG 
“cooling” it on DIY for the next two to three years, while get-
ting set for a later push, might seem to contradict the ongo-
ing expansion of the Sapphire program. In Metcash’s annual 
report for 2018, it described the targets for Sapphire:

The success of the program to date has led to it being acceler-
ated to target the completion of approximately 200 stores by 
2022. A slide from the presentation shows 

progress in completing Sapphire stores.
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Mr Laidlaw commented on the program:
We’ve now completed 56 Sapphire stores. They are in three 
formats. We are at 27 stores at the time when we presented 
last year, so nearly 30 stores have been added. Some 37 are 
in that mixed-type business, they have a perfect mix ... maybe 
55 trade 45 DIY now it’s the perfect mix of business. We also 
completed eight that are smaller convenience DIY stores. 
This indicates that the company will pick up the pace of 

Sapphire conversions to around 42 a year, to meet its goal. 
This large investment in DIY (though trade also benefits 
from the program) might seem to not fit with the DIY strate-
gy described above, but actually it complements it nicely. In 
terms of the strategy of a delayed push into DIY, IHG could be 
planning to make that push once it has a fleet of stores fitted 
to a higher standard.

HNN would predict that around 2021 Sapphire could fur-
ther develop in two ways. There could be a new, higher stan-
dard introduced, which would relate more to the “connected 
store”, and internal infrastructure, as well as a “Sapphire Lite” 
program, which will help to improve the standard of amenity 
of more stores, without all the current requirements.

Mr Laidlaw also commented on the requirements for HTH 
stores which planned to switch over to the Mitre 10 brand.

So we may have confused a lot of people here last year when 
we talked about the opportunity to move to Mitre 10. And I 
think we left you thinking that to become a Mitre 10 you had to 

An attentive crowd listens to presenta-
tions at the Adelaide Convention and 
Conference Centre.
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do Sapphire, you had to invest and you had to put in the core 
range that’s required under Sapphire. We had a lot of good 
discussion and debate with our National Advisory Council. We 
were very good and we developed a road map for the brand 
and it’s recognised that you do not have to make Sapphire 
standards to be painted up to Mitre 10. 
He commented further that four stores had already been 

cross-branded, and that a further 30 would make the transi-
tion during 2019.

Outlook

At the end of his presentation, Mr Laidlaw provided a 
quick overview of the market as IHG sees it developing over 
the next two years. Along with most in the hardware and 
construction industry, he sees the current “crash” as being 
somewhat oversold, and suggests that housing levels will 
likely come back to 2015 levels, but not below that. He pointed 
out that the market structure of IHG, as it stands currently, 
should adapt well to the shift in the market.

The other thing ...  to talk about is that we believe our busi-
ness is quite well balanced in the sectors of the segments that 
we operate in. So in other words, if we’re 35% DIY and we’re 
30% in the renovations and alterations and we’re 30% in the 
detached housing [then] we are only 5% in the multi-dwelling, 
which is the area that will get smashed the most.
While that identifies how IHG has moved to protect its 

marketshare, and limit the effects of the downturn, what this 
doesn’t account for is the big question: where will growth 
come from? 

IHG sees its customer segementation as 
offering protection from the downturn in 
the housing market.
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That’s really the question that Ms Welsh set out to answer 
after Mr Laidlaw’s presentation, by outlining some of the am-
bitious plans that she, Mr Laidlaw and the management team 
at IHG have developed.

Future and growth
After a field report on IHG stores that were doing well 

against the competition, Ms Welsh began a discussion of the 
market as IHG sees it:

We know how hard it is for marketshare movement in the DIY 
side of the market. But where there is opportunity is in the 
trade side of the business. This is a $17.6 billion market in Aus-
tralia and we compete evenly for share at this moment in time 
with Bunnings, and there’s a big piece of the market under the 
expertise of plumbing. But the remaining 62 percent still sits in 
a very fragmented way, and that’s where the opportunity is. 
She emphasised the importance of this market, not only 

for stores that are already trade-focused, but also for those 
with an established DIY business:

Even if you are purely, at this moment in time, DIY, I’m going 
to ask you to keep your thoughts open over the course of the 
next couple of minutes as I talk you through the trade part of 
our business. And, potentially, encourage you to think about 
the opportunities you may have within this market.
In what followed, she emphasised a series of market 

insights and directions. These included: exploring market 
adjacencies in house construction (whole of house); prefab-
rication; alignment between suppliers through a hardware 
retailer to deliver a complete solution to a builder; expanding 
markets through digital techniques; and making use of what 
IHG considers to be data analytics.

A slide from the presentation represent-
ing IHG’s view of opportunities in the 
market.
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Though that list really does not do Ms Welsh’s message 
justice. It wasn’t a message about expanding current prac-
tices to new areas, but rather developing new practices that 
encompass additional market opportunities.  To go back to 
the statement by Mr Laidlaw with which we began, he said 
IHG  “have started to get our model together”. What Ms Welsh 
outlined was what that model could do, and the direction in 
which it is headed.

Whole of house: five stages

One of the major areas of expansion Ms Welsh highlight-
ed was a move to supply builders with products for all five 
stages of construction, which she called the “whole of house” 
strategy. Those stages would be:
• foundations
• frame and truss
• lock-up
• fix
• fitout

She introduced this strategy like this:
There are five stages to the build of a house. Most of you and 
everyone of you I’m sure in this room knows this better than I 
do. So, five stages to build a house. And historically, tradition-
ally, as an independent group, what we’ve done is really focus 
our attention on the frame and lockup stages, with a particular 
focus on selling quality stick timber. 
As Ms Welsh pointed out, this is also a vulnerable market 

segment at the moment:
It’s given us a fantastic business but as the building cycle 
comes off that’s going to come under pressure in terms of our 
ability to maintain sales.
To explore further opportunities, Ms Welsh’s team took a 

look at the current business both company and joint-venture 
stores were doing:

A slide from the presentation showing 
the supplier alliances IHG has built.
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We segmented our company owned stores and joint venture 
builders over 9000 account customers, and what we discov-
ered was what, as much [about] what they are buying from us, 
as what they’re not buying from us.
What they discovered was that they did well in the frame, 

lock-up and stick timber business, but this consisted of only 
34% of the total opportunity. Looking beyond that, there was 
a further 62% of construction materials that IHG was not 
servicing, and that existed in what Ms Welsh describes as “a 
highly fragmented market”.

Where we think the biggest opportunity is, is in the fix and 
fit-out stages. The good news that comes with that is that fix 
and fit-out comes absolutely with a better margin, higher profit 
return than perhaps the earlier stages of the build. 
To enable this approach, Ms Welsh and her team set about 

enhancing supplier relationships.
To ensure we can complete a whole of house we were clear as 
a merchandise team that we were probably missing a few key 
relationships [needed] to make sure that we can offer product 
across all five stages of the build. So we went about making 
sure that we were able to fill every gap in the need of your 
builder.
One step was to build a better relationship with truss mak-

ers.
We created through Brett Martin a wonderful alliance with 
Melbourne Truss that is enabling our Victorian teams to start 
our relationship with the builder at the frame and truss level.
With timber supplies tight, the team extended this to steel 

frames as well.
We didn’t have a relationship with any supplier to enable you 
to support a builder on steel. We now do, through Steel Frame 
Solutions.

A slide from the presentation diagram-
ming IHG’s whole of house strategy.
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The end result of this is a comprehensive set of suppliers.
We have this, right suppliers with the right products and the 
right relationships, to ensure we can fill every single gap — or 
at least 90 percent of them. I’m sure there’s a few that we need 
to work on. 

Sales alignment

With this background, Ms Welsh sees an opportunity for 
the trade sales reps in IHG hardware retailers to better align 
with their reps in supplier firms.

Within those stores what you all have is sales reps, sales 
managers that are the key to the relationship with the trade. 
It’s what makes us different to any corporate. Within our own 
companies we know we have 73, and if I was to add up all of 
the others around the country, there would be more than 200. 
What we’d like to do is really see how we can leverage that 
army alongside the similar army that exists within our supplier 
base and help build the value that we add to the trade every 
day. 
Later in her talk she was more specific about what would 

happen in these relationships:
I’m creating and starting trials to ensure that the sales manag-
ers that are aligned to every member in the room can connect 
with an equivalent expert in the supplier 
base. [This is] to ensure that together we 
can go to a builder and align the best qual-
ity of information that the supplier has on 
the best product for the builder, with the 
best relationship and service proposition 
that comes from our sales managers and 
our teams, and put the two together. [Then 
you can] have a conversation with the 
builder, and get them to understand and 
recognise the increased value that bring-
ing that business through the right group 
with the right source product from the right 
supply can [deliver]. 
One of the trials that Ms Welsh deliv-

ered was through Richmond Mitre 10.
We’re confident in that model ... because 
of the great work that’s been done by Ben 
Shaw and his team at Richmond Mitre 10 
in Victoria. About six months ago ... we had 
segmented the builders of Richmond’s 
Mitre 10. We understood what they weren’t 
buying from us. There were a couple of 
key areas that Ben was clear that there was 
opportunity. 
One of them was frame through Mel-
bourne Truss, the other one was cladding, 
they were buying it through James Hardie, 
plaster through Boral, etc. [Ben] brought 
in the local state-based sales representa-
tives from those three suppliers, and said, 

Annette Welsh delivers strategy with a 
light touch but serious depth.
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“I think we have an opportunity. Here are my top 17 builders 
that represent 40% of my trade business and I think together 
if we do this right, we can actually convert them to bring their 
business across to Mitre 10 Richmond.
Across those five suppliers that they engaged with, the sales 
growth for 17 builders in six months was 24 percent. That’s a 
whole of house strategy. 

Digital

Ms Welsh also provided a quick update on how online sales 
are doing, and what IHG’s plans for its future are. Much of 
IHG’s online development has been about establishing click-
and-collect ordering.

A year ago we sold through the membership $1.5 million dol-
lars on click and collect. This year that number will exceed $6 
million. It’s a huge amount of work and a massive amount of 
growth but over 500 stores every month receive an order from 
click-and-collect, and that provides that opportunity to drive 
a consumer to store and the connection that we’ve got with 
the consumers. Our expectation is next year that will be $11 
million and the year after $30 million.  
Digital enables collecting more data about customers, and 

Ms Welsh sees the profile of these customers as being very 
positive.

The average basket size on click-and-collect is now $220 
and through the work that the digital teams have done it is 
attracting a brand new customer to us. A customer that wants 
to pay in a different way than a normal credit card or cash, 
[using]  Afterpay or Zip-pay. A female customer, and a younger 
customer. All of this is really clear and key to the strategy I’ve 
talked about right at the front: can we grow the basket size 
of the customers we have, or can we attract brand new ones? 
And digital is doing actually both of those. 

A slide from the presentation showng 
the growth in online click-and-collect 
commerce.
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Data analytics

Ms Welsh also provided some details about the use of what 
IHG considers to be data analytics. 

The key to getting digital right, the key to consumer driven is 
about making sure that we have data... It adds huge value in 
relation to ensuring shopper-led [and] that we have the plano-
grams right. But what it also does is enable us to engage with 
each one of the consumers in a manner that means something 
to them. 
And the way in which this is only going to succeed is if you 
and your teams continue to ask that awkward question, the 
one that the teams must become more used to is, “can I have 
your e-mail address or your mobile phone number?” The 
reason for that is we can personalise the product offer to the 
customer. What we want to do is ensure that we don’t bom-
bard any customer with information that’s not relevant, that we 
give them information that’s going to add value to them.

Analysis
The developments put forward by Ms Welsh certainly 

would seem to offer some opportunities for growth. However, 
it’s equally evident that this is going to be difficult, long-term 
work to bring off successfully.

Importantly, most of these suggested developments rely 
on a more centralised, corporate approach to managing the 
business of IHG. The commercial deals with suppliers, for ex-
ample, will rely on IHG/Metcash building a relationship with 
a fellow supplier corporation, which will enable individual 
members to benefit, through IHG. Along with the transition 
to more Mitre 10 branded stores mooted by IHG, this kind of 
deal will be able to unlock more value for all participants.

There is absolutely nothing wrong with this, of course. 
What is good about it, is that it more clearly defines the 
buying groups in the independent 
sector. IHG can represent the con-
solidated, corporate approach. 
Groups such as Natbuild and HBT 
can represent an approach where 
the “capital” consists of the people 
and the businesses that make up the 
group. For them, the “return” is not 
an EBIT number or a share price, 
but simply the success of those 
members and their businesses, on 
their own terms. 

It’s a genuine choice.
At the same time of course, there 

is also some drive behind the idea of 
a more united independent sector, 
which Mr Laidlaw went some way 
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to suggesting as an agenda item for the future. For that to 
happen, though, the sector would have reach beyond the cor-
porate/non-corporate divide, and find common ground.

What would that common ground look like? HNN believes 
that there is  a strong clue in the work presented by Ms 
Welsh at the IHG Expo. In very broad form, many of the plans 
she presented contain the possibility of a new, different mod-
el that the independent hardware sector could adopt. That 
model is based on changing from commerce that is based on 
selling products supported by services, to primarily selling 
services that are supported by products.

It would be a sharp change to the industry. What would 
drive it forward, however, is that this is the one model which 
would help independent hardware retailers get out from 
under the constant erosion of profit margin through com-
petition with Bunnings, and other price-driven hardware 
retailers.

In what follows we lay out some broad outlines of what 
this might look like. 

The Bunnings model

If we are talking about business models in the modern 
Australian hardware retail market, we really do need to begin 
with Bunnings. We can start by repeating Mr Laidlaw’s astute 
and accurate assessment of the state of Bunnings — and of 
the industry:

We have great respect for Bunnings. But in this time, when 
the consumer is changing so rapidly, will they be flexible and 
adaptable enough to change with that?
While Mr Laidlaw is applying this need for change to Bun-

nings, it is, of course, applicable everywhere in the hardware 
industry, and especially to  IHG — as well as groups such as 
HBT and Natbuild.

The Bunnings model really begins with a specific relation-
ship between profit margin and risk. This was developed 
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during the time John Gillam was managing director. His real-
isation was that any increase in profit margin also increases 
business risk in retail, as, in an informed market, higher mar-
gins decrease the propensity of consumers to buy a product.

That risk is, of course, balanced by the countervailing risk 
that if profit margins are too low, the retail business will 
not generate sufficient returns to cover operating costs and 
return on capex. 

Most retailers balance these two risks through externali-
ties. The risk of the higher profit margin is reduced through 
high levels of marketing, high store amenity and, where pos-
sible, some control over the supply of a product.

The entire Bunnings business model is based on reducing 
any risk arising from profit margin to the lowest possible 
level. Once a business has that kind of low-risk ballast pro-
viding stability, it can then radically increase risk in other 
areas. That means it needs only minimal marketing, low store 
amenity, very lean logistics, and customer service that is ade-
quate, but far from outstanding.

Of course, the only way for such a business to increase 
profits (which it must, in a corporate environment) is for it to 
continuously expand. But, as it turns out, increasing risk in 
all those areas — low store amenity, minimally trained staff 
— reduces the cost of expansion. As it expands, associated 
operating costs decrease, so that profit margin can go lower 
— and a competitive cycle is formed.

This model has proved to be a very difficult for other 
retailers to compete against. Lacking the scale and supply 
chain access of Bunnings, retailers find limited profit margins 
render some business lines unviable and also, at the very 
least, inhibit their ability to recapitalise and further develop 
their businesses.

The independent business model

The model for most independents is to charge slightly 
higher prices than the lowest in the market, but to compen-
sate for this by value-adds such as advice, better store ameni-
ty, and being “local” businesses.

Looking at the raw numbers, 
as pointed out above in the 
business failure statistics, that 
isn’t working as well as retailers 
would like. They face what is 
really almost the equivalent of 
a “profit drought”, with retailers 
making do with less and less in 
order to survive.

But what if there were a 
different business model, which 
provided for higher profit 
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margins, did not require a high level of  scale, would appear 
first in trade/commercial, and then move to DIY/consumer, 
and would also fit with the existing infrastructure of today’s 
independent hardware retailers?

Such a model is in many ways implicit in the market ap-
proaches that Ms Welsh outlined during her talk. It has the 
potential to take hold over the next two to three years, and 
bring with it substantial changes to independent hardware 
retail in Australia.

The basics of this model are simple. Rather than, as they do 
at present, selling products, with those sales enabled by the 
provision of services, such as delivery and finance, instead 
retailers will sell the equivalent of services, and those sales 
will be enabled by products.

This solves the profit margin difficulty, because profit in 
service delivery is based not on costs, but quality, and quality 
of services is the result of skill and training. It is also a model 
that relies heavily on the digital, both in its marketing and 
delivery. 

While this might seem far from today’s model and market, 
in fact the work of Ms Welsh comes surprisingly close to 
directly touching the new model. It’s a definite step in that 
direction. 

If we look at what’s involved in IHG’s whole of house strat-
egy, it is evident that this is a move from seeing a house build 
as a succession of product orders to be fulfilled, to regarding 
it instead as a continuum of build activities. When Ms Welsh 
speaks of what facilitates this market opportunity, it’s not 
about finding the lowest priced products and throwing them 
on the back of a truck for delivery. It’s about establishing an 
interlocking connection between suppliers, sales reps at IHG, 
a store owner (who may have relevant local knowledge as 
well) and the needs of the builders themselves. 

This is based on knowledge sharing between participants, 
and it is the sharing of that knowledge that builds value. In 
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fact, the single most brilliant thing that Ms Welsh had to say 
in her presentation was this:

Already, today, you are seeing 49,000 of those house plans. 
And when you get a house plan in hand, it offers up and 
opens up the opportunity for the world around all five stages 
[of the house build].
The architectural plan is the central document of a build, 

and lays out what products are needed, but also, suggests the 
order and cadence of the build. Retailers could provide a com-
prehensive quote or bid based on this information. This could 
be developed in association with the groups involved.  It’s 
likely that in such a case, builders will not regard the quote 
in terms of the prices of individual components, but rather 
as an overall price for a sequence of service deliveries to the 
build site. 

We could say that the move from products to services 
could change the main business model from the retailer-cen-
tric notion of using low profit margin to reduce retailer risk, 
to the consumer-centric notion of using knowledge sharing 
(driven by digital capabilities) to reduce consumer risk. In the 
latter case, value is not a matter of reduction to the basics, 
but instead something created from skill, trust, and better 
relationships.

Data analytics

While data analytics are useful 
in selling products, they are vi-
tal through the entire marketing 
process for services. However, the 
data analytics that are needed are 
what we might term “tertiary stage” 
analytics, which are quite different 
from both primary and secondary 
stage analytics.

Most of what IHG presented at 
the Expo as data analytics was very 
much secondary stage. That stage 
is dominated by processes of seg-
mentation. At first glance, segmen-
tation does look like it is consumer 
focused — because, after all, you 
are “looking” at consumers. Closer 
examination, however, shows that 
it is surprisingly retailer focused.

For example, on one slide Ms 
Welsh showed the need to seg-
ment builders by size. What is that 
really about? Size is usually used by 
retailers as a means to prioritise po-
tentially more profitable customers 
over less profitable customers — 
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and the less profitable ones, through this process, will likely 
lose out a bit.  Yes, small and large builders do have different 
needs, but from a service rather than product  perspective, 
it’s actually not all that different. 

What’s the alternative? In tertiary data analytics there is 
a concept known as “behavioural identity” or BI. Rather that 
assuming identity based on characteristics such as size, BI 
tracks what the customer does, and determines from this 
what their current BI is.

BI seeks to understand what stage of the project develop-
ment process customers are currently occupying. To take a 
consumer example, think of someone considering buying a 
kitchen. Segmentation divides these customers up into kitch-
en size, planned expenditure, materials, and so forth. The 
customer is then exposed to suitable products, based on this.

The advantage of BI is that it permits complex interactions 
from the retailer, that can help the consumer move through 
the different BIs necessary to complete the purchase. In a 
kitchen project, customers might have a diagram sketch of 
what they want, or just be trying to choose a style. If there is 
a diagram, perhaps the consumer can take a picture of it with 
a mobile phone, and the retailer can provide an interactive 
version. If it’s all about style, the retailer can help build mood 
boards. Over time, the data on mood boards could accumu-
late, and the BI system might be able to determine, just from 
a mood board selection, the type of kitchen the consumer 
might prefer.

To take a commercial example, an important characteristic  
to determine about builders is what their current attitude to-
wards risk is. Some builders have a generally high acceptance 
of risk, others seek to reduce risk at all costs, but most vary 
the risk they are willing to assume depending on the project. 

How do you work out a builder’s risk status? One way is to 
analyse building permits and plans to determine whether a 
build is in keeping with past builds in an area, whether it is 
like other builds the builder has done, and how successful the 
immediate past builds of the builder have been.

That’s not easy, and you really need a highly qualified data 
scientist to work out how to quantify those elements, and 
how to derive a risk profile from them. But the processing 
power to do this, which 20 years ago would have required 
access to a supercomputer, and today be purchased from Am-
azon, Google or Microsoft for a reasonable hourly rate.

Summary

All the buying groups have strong, unique identities. At the 
Expo you could experience a strong sense of fealty and fun in 
a robust, vigorous package. HBT, of course, is unmatched in 
the pure larrikin, creative cleverness of its members. Natbuild 
excels at a kind of store-by-store strategic approach, one 
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which has made it surprisingly influential in the market. All 
of these have a place, now and in the future. 

The IHG Expo 2019 indicated the possibility of a move to-
wards a more mature independent hardware sector, across all 
the buying groups. While the competition for buying group 
membership is set to continue, there are other processes at 
work, which will most likely benefit everyone in the sector.

But what remains to do, if this potential is to be realised, is 
further hard work for all buying groups over the next three 
or four years. All the groups have a crucial contribution to 
make, and all the groups, should this model be developed, 
stand to benefit, and regain overall marketshare.
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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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in this  
update:
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usa update

in this  
update:

• The Home Depot 
misses some 
of its quarterly 
estimates

• A production 
milestone for 
STIHL

• Ace Hardware 
posts record 
revenues for the 
financial year

• Lowe’s is moving 
swiftly to imple-
ment its strategy 
unde new CEO 
Marvin Ellison

In a presentation at 
its 2018 analyst and 
investor conference, 
Lowe’s CEO Marvin El-
lison identified areas to 
improve and on which 
the home improve-
ment retailer can base 
strong growth. 

As well as making 
fundamentals a prior-
ity, Lowe’s is focusing 
on its pro customers 
and has a new market-
ing approach aimed 
at a wider audience 
which includes a new 
slogan: “Do it right for 
less. Start with Lowe’s”.

Back to basics

Mr Ellison said the 
home improvement 
chain had been geared 
towards the future, 
which isn’t a bad 
thing, but channelling 
investment on things 
like smart home part-
nerships or opening 
branches globally that 

underperformed dis-
tracted from the core 
responsibility of hav-
ing the right product, 
in the right place, and 
in stock. 

After failing to find a 
new owner for its Iris 
smart home business, 
Lowe’s recently an-
nounced it is shutting 
down the platform but 
allowing customers 
to be reimbursed for 
certain devices.

As he tries to scale 
back the vision of the 
company and previ-
ous efforts, which he 
believed was “broader 
than what it should 
be”, Mr Ellison and his 
team are working on 
retail fundamentals. At 
an event hosted by the 
US-based National Re-
tail Federation’s (NRF) 
“Retail’s Big Show” 
in New York City, Mr 
Ellison told a crowd:

This may not be too 
sexy or too innovative, 

but if you’re a retailer, 
you have to be in stock. 
You have to have an 
efficient supply chain. 
You have to have 
productive use of your 
space. You have to have 
online capabilities with 
easy navigation, search 
and checkout, and you 
have to be multichan-
nel, where customers 
can shop online, in-
store seamlessly, and 
you need great service 
and good training of 
your associate popula-
tion. All of these things 
are areas where we 
have to improve upon.

It starts with retail 
fundamentals first. … 
So as a management 
team, we’re trying to be 
disciplined to focus on 
the fundamentals and 
not get distracted by all 
of the other things that 
we could be spending 
time on because we 
have to get this stuff 
first.

Only after these are 
mastered, “then you 
can start to have sus-
tainable growth, both 
at the top line and the 
bottom line,” said Mr 
Ellison.

Different custom-
er needs

How Lowe’s caters to 
its diverse customer 
base is another way 
Mr Ellison believes the 
retailer can improve.

Its customers vary 
from ambitious DIYers 
to customers who 
are not interested in 
the building process 
to professionals who 
know exactly what 
they want. Accord-
ing to Mr Ellison, the 
challenge is making 
sure staff know how to 
interact with each of 
these customers and 
can provide the level 
of service that makes 
sense for them. He told 
a panel at the NRF 
event:

When you try to paint 
a broad brush and say 
we’re going to serve 
these customers and 
train our associates the 
same way, you miss out 
on a huge opportunity 
to serve the unique 
needs of the customer.

Lowe’s is implementing 
its new strategy

continues next page

http://hnn.bz/
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So we’re going back 
and we’re looking at 
those segments, we’re 
understanding the 
needs of those cus-
tomers, spending time 
with those customers 
and we’re making sure 
we’re addressing those 
things properly.

The diversity of 
Lowe’s customer base 
means that employ-
ees at different times 
need to be relied on for 
product information, 
for a project manager 
mentality and simply 
to answer questions 
on when supplies will 
arrive.

The home improve-
ment retailer will 
also step up its game 
with its pro customer, 
who spends more but 
has expectations for 
service and merchan-
dising that Lowe’s isn’t 
adequately supplying. 
Mr Ellison said it had 
identified that profes-
sionals in construction 
and related trades 
spend five times more 
than the DIY customer. 
He said in a call with 
analysts:

We want to improve 
our overall service and 
engage DIY customers, 
but we want to have a 
more intentional focus 
on pro (customers).

Installation staff

As part of a transfor-
mation for how it op-
erates its stores, Lowe’s 
announced a major re-
structuring of its work-
force. In a statement, 

the retailer said it 
is discontinuing its 
project specialist 
interiors program, 
which employs 
workers responsible 
for overseeing every 
phase of complex 
home projects such 
as kitchen remodels.

Eliminating the 
program is intended 
to help Lowe’s “sim-
plify our operations 
to better meet cus-
tomer expectations,” 
spokeswoman Jackie 
Pardini Hartzell told 
the Charlotte Observer. 
The employees in that 
program can apply for 
jobs elsewhere at the 
company.

Lowe’s will still have 
workers responsible 
for managing simpler 
interior installations, 
such as cabinets or 
floorings, and keep its 
project specialist exte-
riors program, which 
involves work such 
as roofing, siding and 
fencing.

The retailer’s over-
haul will also involve 
hiring 10,000 perma-
nent, full-time workers 
as part of a merchan-
dising service team 
focused on inventory 
management. The 
team will have an aver-
age of eight employees 
per US store. In addi-
tion, it will be hiring 
6,000 full-time assis-
tant store manager and 
department supervisor 
roles at all of its US 
stores. Mr Ellison said 
in the statement:

We are investing in 

key leadership posi-
tions across our stores 
to enhance customer 
service while also 
creating jobs that will 
improve the avail-
ability of our most 
popular products, 
transform our technol-
ogy infrastructure and 
provide more access for 
customers to the home 
improvement expertise 
of our store associates.

Omnichannel & IT

Furthermore, the 
retailer is working on 
its omnichannel capa-
bilities, and Mr Ellison 
said that’s “where the 
transformation is go-
ing to play out,” noting 
that 60% of online 
orders are picked up in 
store.

It is planning to in-
vest between USD500 
and USD550 million 
in capital per year 
through 2021 on IT to 
address an “historical 
underinvestment” in 
technology. This will 

involve hiring roughly 
2,000 software engi-
neers over the next 
few years.

Not much has 
changed in the actual 
home improvement 
sector aside from ac-
cessibility in terms of 
customer’s digital and 
mobile preferences, ac-
cording to Mr Ellison. 
He said:

You want to serve the 
customer any way they 
choose to be served 
whether that’s in-
store, online, delivery, 
purchase or pick-up. 
However, the change in 
customer preferences 
is not in an abrupt or 
aggressive shift.

The need for data 
and data analytics will 
help the retailer fit the 
experiences each type 
of customer needs, and 
the company is work-
ing on better leverag-
ing the data it already 
possesses.

In terms of deliver-
ies, Lowe’s is working 
with FedEx’s same-day 

delivery services, the 
SameDay Bot.

The autonomous 
robot is designed to 
provide same-day 
delivery service for 
smaller shipments, 
and is being tested in 
several US markets.

To help FedEx and 
robot developers create 
the design and applica-
tion, Lowe’s is provid-
ing information about 
the unique delivery 
needs of its customers 
and business.

Don Frieson, Lowe’s 
executive vice presi-
dent, supply chain, said 
in a statement:

The convenience and 
capability of the FedEx 
Same Day Bot has the 
potential to greatly 
simplify and speed 
distribution for the full 
range of our custom-
ers. Consider pros who 
could save time and 
money by never leaving 
the job site for the crit-
ical tools and supplies 

Lowe’s strategy implementation (cont.)

continues next page
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they need from Lowe’s…

The technology is 
also designed to be 
safe, efficient and envi-
ronmentally conscious. 
The bot will travel 
along sidewalks and 
roadsides using pedes-
trian-safe technology. 
It will be equipped 
with multiple cameras 
and machine-learning, 
allowing it to be aware 
of its surroundings, 
navigating obstacles, 
road and safety rules, 
various surfaces and 
even steps leading to a 
customer’s door.

Paint drives 
results

Its fourth quar-
ter earnings report 
showed comparable 
sales at Lowe’s in-
creased 5.8% in Jan-
uary, which Morgan 
Stanley says provided 
the narrowest gap in 
two years when com-
pared to Home Depot. 

During the earnings 
call, Mr Ellison said 
the paint department 
in Lowe’s stores was 
a bright spot for the 
quarter. After report-
ing comparable sales 
below the company 
average for the past 10 
quarters, paint turned 
around in the fourth 
quarter.

While paint is only 
one category, it is 
the first area of the 
business where we 
implemented our 
retail fundamentals 
of improved staffing 
and in-stocks while re-

mediating issues with 
previous resets. 

Now, the retailer 
is expected take full 
advantage of its part-
nership with Sherwin 
Williams paint in the 
stores.

The transformation 
happened in the paint 
departments because 
changes could be made 
quickly as most paints 
and related products 
are sourced domesti-
cally in the US. Change 
is slower in other de-
partments because, in 
many cases, the prod-
ucts are imported for 
sales in Lowe’s stores, 
Mr Ellison said.

Lowe’s delivered 
other mixed results for 
its fourth quarter. It 
reported a net loss of 
USD824 million for the 
period ending Febru-
ary 1, down from earn-
ings of USD554 million 
during the same period 
a year prior.

Quarterly results in-
cluded pre-tax charges 
of USD1.6 billion. That 
figure included, among 
other charges, USD952 
million of goodwill 
impairment associat-
ed with its Canadian 
operations, USD208 
million in lease 
obligations related to 
the closure of all 99 
of its Orchard Sup-
ply Hardware stores 
and USD150 million 
in charges related to 
the closure of nearly 
50 under-performing 
stores across the US 
and Canada.

Sales for the fourth 

quarter were USD15.6 
billion, up from 
USD15.5 billion in the 
fourth quarter of 2017. 
Same-store sales or 
stores that have been 
open for at least a year, 
rose 1.7%. In the US, 
same-store sales rose 
2.4%.

At its annual inves-
tor day in late 2018, 
Lowe’s also confirmed 
its commitment to 
return excess cash to 
stockholders and an-
nounced a new USD10 
billion share buyback 
program. The company 
informed investors 
that it planned to re-
purchase shares worth 
of about USD3 billion 
in fiscal 2018 and be-
tween USD6-7.5 billion 
in fiscal 2019. Lowe’s 
CFO David Denton said 
in a statement:

We are committed 
to investing in the 
business while also 
returning excess cash 
to shareholders, and 
strongly believe we can 
deliver substantial val-
ue to all stakeholders.

New slogan

Among its trans-
formational changes, 
Lowe’s has adopted 
a new marketing 
tagline: “Do it right for 
less. Start at Lowe’s”. 
It marks a strategic 
shift by Lowe’s to win 
over ambitious DIYers. 
Compared with most 
homeowners, that 
group spends more -- 
and as a result has long 
been targeted by Home 

Depot. Lowe’s previous 
advertising attracted 
aspiring DIYers, but 
neglected those who 
take on the biggest 
home             improve-
ment projects, explains 
Lowe’s chief marketing 
officer Jocelyn Wong.

Mr Ellison has also 
said:

Our new campaign 
is less whimsical than 
our past work and 
more authentic to 
what it feels like to do 
home improvement 
projects. It highlights 
real associates and 
provides a clear value 
message and call to ac-
tion. This new creative 
should help us expand 
our core customer base 
to include the heavy 
DIY customer and cre-
ate halo with the pro, a 
critical customer to us, 
as well.

A Link to the latest 
Lowe’s ad can be seen 
here:

https://goo.gl/B8H-
Vsm

That pro customer 
is front and centre in 
the new marketing 
initiative, which ap-
pears in digital, social 
media, TV and radio 
— “where we can use 
data to identify and 
target the pro,” said Mr 
Ellison. The traditional 
airwaves, he added, 
are a primary medium 
to reach pro custom-
ers, “both on the road 
and on the job site. 
We know that the pro 
doesn’t engage with 
media in the same way 

as the DIY customer, 
so we’re focused on 
delivering messages to 
the pro in the channels 
that fit them best.”

Mr Ellison has also 
outlined the company’s 
multi-tier strategy to 
reach DIY consumers, 
since many of those 
“customers don’t con-
sume media in a linear 
way.” He said:

This customer is 
streaming an episode 
of his favourite sitcom 
on his Smart TV when 
he learns that Lowe’s 
now carries Craftsman 
products through an 
online video ad. We 
targeted him with on-
line video because we 
have data that tells us 
he has a propensity to 
buy tools. He knows he 
needs a new mechanics 
toolkit for his latest 
project, but he is not 
yet sure which brand 
to buy. So he does a 
quick search on Google 
and clicks on a Lowe’s 
search ad. We know 
he is close to a Lowe’s 
store and now know 
that he is most likely to 
purchase at Lowe’s.

https://goo.gl/XLp-
KXW

https://goo.gl/Qa-
4nUK

https://goo.gl/AUJqSV
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STIHL Group re-
cently produced its 75 
millionth powerhead 
at the company’s US 
headquarters in Vir-

ginia Beach, VIrginia. 
Lorraine Wagner, vice 
president of operations 
at STIHL, said:

As we enter our 45th 

year of manufac-
turing operations in 
Virginia Beach, we 
are proud to mark 
the output of our 75 
millionth unit. This 
milestone is a tribute 
to both modern man-
ufacturing in the US 
and to our employ-
ees who uphold the 
STIHL standards of 
quality and commit-

ment to excellence.
The company estab-

lished its US opera-
tions in Virginia in 
1974, and has evolved 

from assembling a 
single model of chain 
saw to manufacturing 
more than 80 different 
models in its highly 
automated operation.

STIHL products are 
distributed through 
a two-step distribu-
tion model, delivering 
products to customers 
through 11 regional 
branches and distrib-
utors which serve a 
nationwide network of 
more than 9,000 autho-
rised local dealers. Bjo-
ern Fischer, president 

of STIHL, said:
Delivering this 75 

millionth unit high-
lights how vertical inte-
gration and the latest 
technologies enable us 
to maximize quality, re-
duce costs and remain 
competitive in today’s 
global market.

https://goo.gl/i3cqiD
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New stores, online sales help drive Ace
Retailer-owned 

hardware co-op, Ace 
Hardware reported 
revenue and same-
store sales growth for 
its fourth quarter and 
full year 2018.

It saw quarterly 
revenues of USD1.4 
billion, an increase of 
5.7% from the fourth 
quarter in 2017. Reve-
nues for the 12 months 
were a record USD5.7 
billion, growing 6.1% 
from fiscal 2017.

Net income was 
USD25.2 million for the 
fourth quarter, an in-
crease of USD11 million 
from the same period 
in 2017.

Net income for fiscal 
2018 was USD128.2 
million, a decrease of 
USD19.2 million, from 
fiscal 2017. This decline 
was due to warehouse 
expansion costs, lower 

productivity at its 
distribution centre 
and additional mar-
keting and advertising 
expenses, according to 
Ace Hardware. Pres-
ident and CEO, John 
Venhuizen, said:

Strong new store 
growth, increased 
same-store sales and 
a 43% increase in ace-
hardware.com reve-
nues helped us realise 
a healthy 5.7% increase 
in revenues during the 
fourth quarter.

The 6.1% full-year 
growth fuelled our 
USD142 million divi-
dend distribution to 
shareholders. While 
still meaningful, this 
is a reduction from 
last year driven by our 
expanded assortment, 
higher inventory and 
lower retail support 
centre productivity, 

which drove 
expenses up and 
profit down for 
the year.

A 1.3% increase 
in retail same-
store sales 
during the 
fourth quarter 
of 2018 was 
the result of a 
2.3% increase in 
average ticket, 
partially offset 
by a 1% decrease 
in the number 
of same-store 
transactions, 
according to the 
retail co-op.

The 2.3% 
increase in retail 
same-store sales 
for the full year 
was the result of a 3.3% 
in average ticket, par-
tially offset by a 0.9% 
decrease in same-store 
transactions.

At the end of 2018, 
Ace Hardware had 
4,476 stores in the 
US, for a total of 5,253 
stores worldwide.

https://goo.gl/L2gqvM
https://goo.gl/b7JyrD
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In the fourth quarter, 
Home Depot fell short 
on profit, revenue and 
same-stores sales as 
rising real estate prices 
impacted on US home 
sales. And the weather 
was terrible. CEO Craig 
Menear told analysts 
after the release of the 
company’s results:

It was cold, it was 
snowy, and perhaps 
worst of all, it was wet. 
Wet weather delays 
projects, and this was 
evidenced in our sales 
performance in the 
quarter.

A year ago the home 
improvement retailer 
earned USD1.78 billion, 
and revenue rose 10.9% 
to USD26.49 billion, 
from USD23.88 billion, 
Net earnings in the 
fourth quarter were 
USD2.3 billion, com-
pared to USD1.8 billion 
in the same period, a 
year ago. Total compa-
rable sales in fiscal 2018 
rose 5.2%, while US 
comparable sales rose 
5.4%.

The retailer had an 
extra week in fiscal 
2018, with 14 weeks 
in the fourth quarter 
compared to last year’s 
13 weeks. This extra 
week added USD1.7 
billion in sales in the 
quarter and fiscal year. 
However, the extra 
week is not included in 
the company’s compa-
rable stores number.

Sales at stores open 
at least a year rose 
3.2%, missing Wall 
Street projections of 
a 4.5% bump. In the 

US, same-store sales 
increased 3.7%.

The company, which 
has 2,287 stores, has 
been focused for sever-
al years on improving 
productivity rather 
than extending its 
reach to new places.

Last year, Home 
Depot added just three 
stores. This year, the 
company plans five 
new stores — two in 
Florida, one in Texas, 
one in Mexico, explains 
chief financial officer 
Carol Tome.

Even without adding 
stores, the company 
sees sales increasing 
about 5% this year, a 
projection that comes 
partly from growth of 
its online business, but 
mostly from Home De-
pot’s belief that many 
homes are in need of 
repair. Ms Tome said:

We are all about re-
modelling and repair.

Delivery startup

The Home Depot is 
among the backers of 
crowdsourced delivery 
startup Roadie’s USD37 
million Series C fund-
ing round. This brings 
the company’s fund-
raising total to USD62 
million.

Roadie and Home 
Depot first teamed up 
in 2018 as part of Home 
Depot’s effort to offer 
same-day delivery 
from stores in Phila-
delphia, San Francisco 
and Atlanta. Same-day 
or next-day delivery 
is now available on 

select items in 35 
metro areas, with 
the ultimate goal of 
reaching 90% of the 
US in one day. Mark 
Holifield, executive 
vice-president of 
supply chain for 
Home Depot, said in 
a statement:

The Home Depot is 
committed to build-
ing the fastest, most 
efficient supply chain 
in home improvement, 
and our customers 
have made it clear that 
same-day or next-day 
deliveries to their 
homes and job sites are 
a critical part of that.

Installation 
services

The Home Depot has 
decided to eliminate 
its services relating 
to “roofing, siding, in-
sulation, and gutters”. 
According to a Home 
Depot representative:

...We’re only exiting 
these four installation 

programs, so we’ll con-
tinue to offer dozens 
of other installation 
services.

Going forward, we’ll 
focus our efforts on 
categories that enable 
us to deliver the best 
customer experience, 
while simplifying 
processes and business 
structure for our stores 
and sales team. This 
does impact some of 
our associates in our 
installation business, 
and our first priority 
is to take care of them, 
as well as customers. 
It’s an extremely small 
percentage of our 
overall workforce, and 
we’re working to iden-
tify potential positions 

for them in our stores 
and other parts of the 
company.

Home Depot’s 
website describes its 
installation services 
team as consisting of 
professional installers 
who work in partner-
ship with the company.

https://goo.gl/yquRXr
https://goo.gl/PS7Fj9
https://goo.gl/zGW-

bcA
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• Homebase is 
gathering feed-
back for some 
new initiatives

• Travis-Perkins 
has added a 
recommenda-
tion engine to 
its ecommerce 
offering in a bid 
to drive further 
sales

• Dublin-based 
Grafton is seek-
ing new acquisi-
tions in Europe

UK-based home 
improvement 
retailer, Homebase 
has been testing 
out pilot stores 
to find out what 
customers want.

Following Hilco’s 
acquisition of 
the 240 Home-
base stores from 
Wesfarmers in 
June 2018 for GBP1 
in June 2018, the 
chain now has 
about 188 stores. It has 
launched six test stores 
in Orpington, Rayleigh 
Weir, Haringey, Leeds 
Moor Allerton, Edin-
burgh and Selly Oak 
where customer feed-
back and opinions are 
being gathered.

Homebase boss 
Damian McGlough-
lin recently gave an 
interview to This is 
Money in the UK about 
how he is rebuilding 
the chain. He replaced 
Bunnings UK & Ireland 
(BUKI) managing di-
rector Peter “PJ” Davis 
when it was owned by 
Wesfarmers. He said:

The CVA (Company 
Voluntary Agreement) 
was absolutely the 
right thing to do – an 
opportunity to close 
some of the stores that 
had been loss making 
even before Bunnings 
took over, and Hilco 
and the landlords 

backed us immensely 
with that.

Mr McGloughlin 
admits he struggled 
with the 1,500 or so job 
losses that came with 
it.

I had to look at the 
bigger picture – losing 
some jobs to save lots 
more. But they were 
our team members to 
the very end and we did 
everything we could to 
support them.

By the end of 2018, 
Homebase had fewer 
stores, a GBP95 million 
loan and the renewed 
support of suppliers.

He explains the 
Orpington test store 
is “not a rebrand, or 
a revamp, it’s a quick 
refloor. There’s a lot 
of things we haven’t 
done”. The retailer 
has reintroduced the 
bathroom and kitchen 
ranges as well as home 
decor items such as 
lamps, wallpaper and 

bedroom furniture, all 
showcased on a mezza-
nine floor. 

It has welcomed back 
concession partners 
too, signing deals with 
Tapi Carpets and bed-
room specialists Silent 
Night. Mr McGloughlin 
has also brought in 
Amazon Lockers to 
help boost footfall, and 
“zoned” the stores to 
make them much easi-
er to shop. He said:

We can go back to 
playing to some of 
Homebase’s heritage 
strength, and that’s in 
decorative and garden 
and customer service. 
We’re bringing back 
things like cushions 
and creating a friendli-
er, softer environment.

...the customers have 
a greater affection 
for Homebase than I 
ever realised. But we 
can take some learn-
ings from Bunnings. 
We’re not going to be 

a Plumb Centre or a 
Wickes, but we’ll sit in 
the sweet spot.

If all goes to plan, the 
improvements will be 
made across Home-
base’s network. 

The company is 
working on getting 
back online too and, 
much later down the 
line, may even think 
about opening some 
new stores. Mr Mc-
Gloughlin said:

There will be a time 
and a place to open 
new stores. Some small-
er stores could be very 
useful in the future.

https://goo.gl/P4Gnvr
https://goo.gl/

wF4dSM

Homebase is testing 
new stores
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British builders’ 
merchant and home 
improvement retailer, 
Travis Perkins said it 
is the first to admit it 
was late to e-commerce 
when it launched its 
transactional website 
three years ago in 2016.

With most of its cus-
tomers coming from 
the building trade, it 
initially developed a 
website for account 
holders to log in and 
pay their invoices 
online. But using the 
effectiveness of analyt-
ics, the company soon 
spotted an appetite for 
customers using its 
website to search for 
goods – many of them 
guest users who were 
unable to see product 
pricing without an 
existing Travis Perkins 
trade account.

The online team 
identified that these 
guest shoppers were 
amateur DIY enthusi-
asts and homeowners 
coming to the website 
to price-compare prod-
ucts against compet-
itors. Jodie MacCann, 
senior digital optimisa-
tion manager at Travis 
Perkins, said:

It was a real first to 
have this new pot of 
customers which we 
didn’t know what to do 
with them or how to 
talk to them.

Ms MacCann and her 
colleagues soon learnt 
how to talk to these 
customers, updating 
the website to provide 
product prices. Now 
75% of traffic to the 

website comes 
from “retail”, 
compared to 
just 25% who 
have a trade 
account – the 
polar opposite 
to what Travis 
Perkins sees 
in its phys-
ical stores. 
Meanwhile, 
the website 
has seen 70% 
sales growth 
in the last 
three years.

One of the 
big drivers of 
this growth 
was imple-
menting a recom-
mendation engine for 
bundled items. This 
upselling tool suggests 
various bundles of 
products and prices 
depending on what the 
user is searching for.

Travis Perkins has 
been working with 
tech start-up, Increas-
ingly to develop its 
bundles since the be-
ginning of 2017. During 
2018, the company said 
sales of bundles grew 
by 175%, while sales of 
the secondary attach-
ment products grew by 
409%. Colin Spooner, 
senior trading and 
analytics manager at 
Travis Perkins, said:

While the tool leans 
towards more for our 
retail customers, we’re 
actually seeing bigger 
growth from our 
logged-in [trade] users. 
So it’s not just about 
educating customers, 
but it’s about speed 

and how you can add 
all the products you 
need to your basket all 
on one page.

Mr Spooner is a fan 
of working with start-
ups because they are 
agile and can respond 
to feedback quickly. He 
said:

We need to move at 
a fast pace. And if you 
go to a larger company, 
they’ve got multiple ac-
counts and you have to 
go through a prioritisa-
tion queue. We’ve had 
the same account man-
ager with Increasingly 
from the start, whereas 
with bigger agencies 
we would have already 
cycled through 10-20 
people.

DIY difficulties

Travis Perkins’ most 
recent group annual 
results reveal that its 
Wickes DIY chain had a 
tough year.

In the 12 months to 31 
December 2018, Wickes’ 
total revenues declined 
by 2.5% and by 4.4% on 
a like-for-like basis in a 
DIY market described 
as “extremely chal-
lenging, driven by the 
wider macro environ-
ment, with declining 
consumer confidence, 
and through competi-
tive pricing pressure”.

Kitchen and bath-
room showroom sales 
were hardest hit in the 
first half with sales 
down 10% in the peri-
od, although trading 
improved in the com-
pany’s fourth quarter, 
helped by promotional 
activity. Poor weather 
conditions in March 
and April 2018 also im-
pacted the key Easter 
trading period.

Wickes’ adjusted 
operating profit fell 
by 19% in the year, but 
this was split between 
a 39% decline in the 

first half followed 
by 15% growth in the 
second half of the year. 
Travid Perkins said 
that the profit recov-
ery was due mainly 
to cost cuts, with 
significant reductions 
in central support 
services and shrinkage, 
alongside efficiency 
gains in its distribution 
network.

Wickes carried out a 
further 24 store refits 
in 2018, bringing the 
total number of stores 
in its modern format 
to 121.

Meanwhile, Tool-
station, the group’s 
other consumer facing 
retail business, saw its 
revenue grow by 18% 
in the year with like-
for-like sales climbing 
11.4%. Its performance 
was driven by a bigger 
store network, existing 
stores continuing to 
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mature, and through 
extended ranges being 
made available to cus-
tomers for delivery on 
a next-day basis.

Forty new stores and 
a new distribution 
centre – capable of 
supporting network 
expansion up to more 
than 500 stores – 

opened in the first half, 
while its range grew 
by 4,000 product lines, 
including 58 trade 
brands. Multichannel 
transactions grew by 
more than 30%, and 
click and collect grew 
strongly.

Adjusted operating 
profit at Toolstation 

was broadly flat year-
on-year after addition-
al volume growth was 
offset by investment 
in new stores and a 
distribution centre.

Over all, Travis Per-
kins reported revenues 
of GBP6.7bn in the year 
to December 31, up by 
4.8% on the previous 

year. The retailer now 
has 32 stores in the 
Netherlands, following 
12 new openings, and 
eight in France, five 
opened in the last year. 
Toolstation said its 
Belgian website was 
developing well. Trial 
stores will be added 
in that market during 

this year, serviced from 
the Dutch distribution 
centre.

https://goo.gl/vCw-
gtQ

https://goo.gl/Yt-
YUW5

Travis Perkins analytics (cont.)

Grafton looks to more acquisitions

Dublin-based and 
London-listed build-
ing materials group, 
Grafton Group said it is 
looking to continental 
Europe for acquisition 
opportunities but is 
not ruling out bolt-on 
purchases in the UK 
and Ireland, where it 
owns the Woodie’s DIY 
retail chain.

Chief executive Gavin 
Slark was speaking as 
the company reported 
adjusted pre-tax profit 
of GBP188.4 million for 

2018, a 19% rise from 
the previous year. 
Revenue was up 9% to 
GBP2.95 billion.

Woodie’s grew 
revenue almost 10% 
to GBP198.2 million, 
while operating profit 
rose 50.1% to GBP 16.8 
million. Its UK mer-
chanting business saw 
a 12% increase in profit. 
The group also bulked 
up its market share, 
growing revenue or-
ganically in new Selco 
trade branches.

Mr Slark 
said the group 
“would not be re-
stricted by geog-
raphy” when it 
came to further 
acquisitions in 
Europe.

They need to be 
good businesses, 
in strong mar-
kets and have 
good market 
positions, have 
management 
teams we can 
work with, and 
potential for 
future growth 
… Probably the 
next significant 
acquisitions will 
be outside of the 

UK, although I would 
have said that two 
years ago before we 
spent GBP80 million on 
Leyland SDM, so you 
can never say never.

Its largest market, 
the UK, is expected 
to see a slower year 
in 2019, with market 
revenues “round about 
flat”, according to Mr 
Slark. He said:

Most of our business 
in the UK goes into 
the repair and mainte-

nance cycle. In a nation 
with 60 million-plus 
people living in it, the 
market fundamentals 
are good.

In Ireland, despite the 
end of the Home Reno-
vation Incentive (HRI) 
and the imminent end 
of the help-to-buy 
scheme, Mr Slark sees 
sustainable growth 
given the fact that 
the property market 
produced more than 
18,000 houses last year 
when about 35,000 are 
needed annually.

Plumbworld MBO

Web-based bathroom 
products retailer, 
Online Home Retail 
Limited, which trades 
as www.plumbworld.
co.uk, has completed 
a successful manage-
ment buyout (MBO). A 
team led by an original 
founder of the busi-
ness, James Hickman, 
bought back the com-
pany from Grafton.

The business was 
founded in 1999 and 
acquired by Grafton in 
2006. Since its launch, 
it has generated over 

GBP26 million in annu-
al revenue, according 
to its latest published 
financial statements.

Mr Hickman believes 
it is the right time 
for the MBO and said 
being independent 
will allow the business 
to take advantage of 
new opportunities in 
the online bathroom 
marketplace.

The e-commerce con-
sumer market is very 
fast moving and in-
tensely competitive. It 
requires quick decision 
making, calculated risk 
taking and a ruthless 
focus on eliminating 
avoidable costs. We be-
lieve being independent 
will offer us greater 
agility and enable us 
to focus 100% of our 
efforts on delivering 
growth and improving 
profitability.

https://goo.gl/cnHxcL
https://goo.gl/1cBEis

http://hnn.bz/
https://goo.gl/vCwgtQ
https://goo.gl/vCwgtQ
https://goo.gl/YtYUW5
https://goo.gl/YtYUW5
https://goo.gl/cnHxc
https://goo.gl/1cBEis 
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NEW PRODUCTS

Gerard Lighting has introduced a range of fixtures with 
integrated sensors that respond to movement to provide 
light where and when it is needed.

The Pierlite Eco LED Colour Select Batten and Orion 
Eco Colour Select LED Oyster, use special in-built high 
frequency technology sensors that allow the luminaire to 
switch on when movement is detected, and off after an 
adjustable hold time.

Featuring sensors that are either “plug and go” or pre-
wired into the fixture, they can reduce installation time 
and associated costs.

Both the Colour Select Batten and the Orion Oyster 
contain a built-in sensor with adjustable detection rang-
es (100%, 75%, 50% or10%) and hold times (from five 
seconds to 15 minutes).

CSR Gyprock has launched One Finish, 
a pre-mixed acrylic compound for uni-
form surfacing on plasterboard walls 
and ceilings, subject to critical lighting 
conditions.

It hides imperfections by concealing 
variances in texture, porosity and sheen 
between paper and compound. As a 
drying product, it is suitable for skim 
coating with the ability to fill flaws 
while smoothing irregularities. 

Finishes applied to plasterboard 
surfaces have a significant effect on the 
perceived quality of installation. One 
Finish can help reach the regulated Lev-
el 5 standard, and will improve a Level 
4 finish if remedial work is required. 

Victa has introduced a 18V lithium-ion 
offering that includes a blower, line trim-
mer, hedge trimmer and lawn mower.

The dual battery mower’s brushless 
motor technology ensures longer life, 
quieter operation and efficient perfor-
mance. The catcher detaches easily and 
has a fill gauge that enables users to 
view the level of clippings to prevent 
overflow. The handle is adjustable and 
comfortable with minimal vibration.

This range is powered by Briggs & 
Stratton’s 18V batteries that utilises 
lithium cell technology, and have a USB 
charging port.

The Victa 18V range is available in 
kits, including a battery and charger, or 
separately as console only. The batteries 
are interchangeable across the range.

Imex has released a new economy 
rotary laser for the handyman or profes-
sional end-user who only occasionally 
requires a laser level. It comes fully 
kitted up in a hard-plastic case with a 
2-metre staff and quick release alumini-
um tripod. It is a compact but robust unit 
for basic levelling.

Featuring a 400-metre range, double 
sided detector, calibration certificate 
and 3-year warranty, the Imex E60 can 
provide excellent value for money and 
is set to be a leader for the sub-AUD800 
rotary laser class.
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Cowdroy improves DIYers’ options
Product enhancements are set to make  

big waves in the DIY market
Leading Australian 

hardware manufacturer, 
Cowdroy has unveiled a 
number of product chang-
es that aim to make buy-
ing and installing home 
improvements easier than 
ever before.

Cowdroy’s new Barn 
Door Track System has 
been designed for ulti-
mate customisation and 
ease of handling. It is a 
convenient alternative to 
the company’s popular 
Exposed 90 door track 
system.

The Barn Door Track 
System features a jig-
saw-like join in the track 
that allows the product to 
be packaged in a compact 
1.2m box for exceptional 
ease in both handling and 
installation.

The simple fitting sys-
tem requires a single wall 
fixing screw that goes 
through the hole in the 
centre of the jigsaw join 
and draws the two pieces 
of the track together for 
complete stability. 

The standard kit produc-
es a 2.0m track, while the 
new matching extension 
pack allows a maximum 
length of 3.2m, ensuring 
wider doors are also easily 
catered for.

Cowdroy national 
business manager, Pe-
ter Doyle, says the new 
product is an alternative 
for the DIY market. “This 
new type of door track is 
aimed at being easy to put 
together, easy to transport, 
and easy to purchase off 
the shelf.

“Customers can pick up 
the pack off the shelf as it’s 

in a 1.2m box — compared 
to a standard 2m length 
— place it in their car, go 
home and it goes together 
like a jigsaw. The beauty of 
this is that the extension kit 
contains more track jigsaw 
pieces to make the track 
longer.

“If a DIYer or home 
renovator is in a hardware 
store and they want to 
purchase a barn door 
track, they’re usually very 
tall and very heavy. Unless 
they’re a tradie with a ute, 
it is a safety risk in both 
handling and transporting 
it home. With Cowdroy’s 
new version, this issue is 
now solved with the easy 
to handle pack size and 
extension kit,” he explains.

The pack contains robust 
hangers and large rollers 
that make for smooth and 
effortless rolling, while the 
durable powder coat finish 
is hard wearing. All fixing 
hardware for timber appli-
cations is included, as well 
as step-by-step installation 
instructions.

Expanded range, fresh 
packaging

Coinciding with the 
release of the new Barn 
Door Track product, 
Cowdroy has also released 
brand-new packaging and 
an extended range for its 
wheels and rollers replace-
ment parts.

Breaking each product 
range down into sub-sec-
tions with colour coding, 
Cowdroy’s latest system 
will ensure it is easier for 
customers to find match-
ing parts than ever before.

“We have rebranded, 

modernised and repack-
aged our track replace-
ment parts,” says Mr 
Doyle. “We’ve made it 
easier to identify what they 
are looking for because 
we’ve broken each seg-
ment into sub-segments. 
It’s all now categorised by 
type and colour code, for 
rollers, window, general 
purpose, door, etc. It’s all 
colour coded accordingly. 

“If someone picks up a 
red pack now, they know 
they’ve got a part for a 
window. Before this, all 
product looked the same 
making the buying de-
cision difficult and time 
consuming.

“The other thing we have 
achieved with the colour 
code system is that the 
packaging for replace-
ment parts for Cowdroy 
track sets is matched by 
the same colour code on 
the track set packaging 
itself.

“For example, our robe-
makers — which are for 
wardrobes — have a red 
wardrobe door featured 
on the pack. Customers 
can buy the track set, and 
when they want to buy re-
placement parts, they can 
look for the corresponding 
colour insert on pack. 

“It’s about keeping 
things modern, bright and 
sub-segmented to make 
it easier for shoppers to 
identify what they are 
looking for.

“Instead of looking 
through hundreds of prod-
ucts, they’ll be looking 
through a much smaller 
number with the colour 
coding system.”

Barn door trend
Cowdroy’s latest product 

update has tapped into 
the popularity of barn 
doors in home improve-
ment.

With the size of the fami-
ly home shrinking and the 
need to maximise space 
more crucial than ever, the 
functionality and styling 
potential offered by a set 
of barn doors makes them 
a popular choice for home 
renovators.

Consumers like the dis-
tinctive, upmarket look as 
well as the doors’ function-
ality when it comes to clos-
ing off large spaces. They 
can also be versatile in 
terms of colour, size, and 
style, and now Cowdroy 
has made them easier to 
install.

call: 1800 COWDROY  (1800 269 376)    online: www.cowdroy.com.au

https://cowdroy.com.au/home

