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Chairman’s Address
Slide 2
Good morning ladies and gentlemen and welcome to Breville Group Limited’s 2013
AGM.
Last year in the Chairman’s address we referred to Breville’s entry in to the S&P/ASX200.
This year a new milestone has been reached with Breville achieving a market
capitalisation of $1 billion.

Slide 3
Innovation remains the key ingredient in maintaining the premium market positioning
that Breville enjoys.
It is this focus on innovation which meets the demands of consumers that has enabled
Breville to increase its global presence.
Breville has a well-established position in Australia and New Zealand and our North
American business continues to gain traction with strong year on year growth.
On this note I would like to make mention that not only did Breville achieve ‘The Most
Innovative Brand” of the Year’ award from Williams-Sonoma (a leading United States
homewares chain), Breville was also awarded the Williams-Sonoma Overall Vendor of
the Year.
It is important for shareholders to be mindful that Breville has established its North
American market positioning up against some of Europe and America’s leading brands.
The respect and appreciation for Breville’s ability to innovate and produce world class
products is what attracts the likes of Heston Blumenthal to choose to collaborate with
Breville and encourages companies like Nespresso to select Breville to be one of its
partners.
On the back of the Group’s strong global growth, the company has launched Breville
designed and developed products into the UK under a new company-owned brand, Sage,
which is endorsed by internationally acclaimed chef Heston Blumenthal. The Sage
brand was launched in May 2013 and all indications are that the product has been well
received by both retailers and consumers alike with sales exceeding expectations. The
Group’s clear and consistent strategy has delivered strong results for shareholders.
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The 2013 financial year delivered an 8.2% increase in net profit after tax. This result,
building on a very strong 2012 performance, was driven by the strategy of product
innovation and design and leveraging this across multiple geographies.
The Group’s growth in revenue and profit has been achieved against the backdrop of a
challenging worldwide retail environment. Well run businesses with first class products
and deep customer insight will deliver value for shareholders in all economic cycles and
full credit is due to the Breville team under Jack Lord’s leadership.
The Group's performance in the 2013 financial year, together with the strong cash
position, has enabled the Board to maintain an increase in dividends consistent with the
increase in net profit after tax. This also demonstrates the Board’s continued confidence
in Breville’s growth potential and commitment to providing strong returns to
shareholders.
Group Revenue increased by 13.7% to $486.5m.
Group Net Profit After Tax increased by 8.2% to $49.7m.
At 30 June 2013, the Group had a net cash position of $43.4m.
Dividends for the year increased by 8.3% to 26.0 cents per share, of which 21.5 cents were
franked.
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There is an increasing recognition that our premium products are creating a prestigious
reputation for your company in many markets.
To emphasise the progress of your company, it is worth reflecting on the growth in
shareholder returns that have been achieved from FY08 to FY13.
Return on equity has increased from 15.9% in FY08 to 24.7% in FY13 and Earnings before
Interest, Tax, Depreciation and Amortisation (EBITDA) has increased at a compound
annual growth rate of 16.2% over the same period.
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Over the last 5 years the Group has delivered strong shareholder returns.
Since 2008, earnings per share and dividends per share have increased at compound
annual growth rates of 18.3% and 19.9% respectively. Our strong balance sheet provides a
solid platform for our continued push into the UK and other international markets.
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I would like to make a comment in relation to the 2014 financial year.
The Group's performance for the first 4 months of the 2014 financial year has been
consistent with our expectations for that period. However, given the importance of the
November and December trading period, it is too early to provide a more definitive
outlook at this point.
Also, during the 2014 year, we will be cycling a period where the Company benefited
from Keurig commission income – with this being particularly significant in the first half.
Overall, the global economic environment has been uncertain over the past few years
and this uncertainty is expected to continue. That said, our product development and
brand management strengths, together with the Group's growth in international markets
and a strong balance sheet, position the Group well to take advantage of future growth
opportunities.
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With any successful organisation it is the people that produce successful outcomes. I
would like to acknowledge the contributions made by the Breville team. The hard work
of the staff and the guidance of dedicated management have been critical to delivering
this strong result.
I would like to express personally and on behalf of my Board colleagues, our sincere
gratitude to John Schmoll who this year resigned as a director after 9 years. John’s
contribution cannot be underestimated, particularly in his role as chairman for the past 7
years.
I also take this opportunity of welcoming both Sally Herman (who joined the Board on 1
March 2013) and Lawrence Myers (who joined the Board on 1 September 2013) in their
capacities as non-executive directors and thank my Board colleagues for their support.
The Breville Group is optimistic as we pursue our strategy, and as we release new
products into current and new markets.
Thank you for your attendance this morning and I, together with my Board colleagues,
look forward to having a cup of tea and a chat with you at the conclusion of the meeting.
Prior to moving to the business of this meeting, I will now invite our CEO, Jack Lord to
present his Review of Operations.
END CHAIRMAN ADDRESS
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4

CEO’s Review of Operations
Thank you Steve and welcome ladies and gentlemen.
At Breville our challenge is to be the world’s best. We are always searching for the
deepest and most relevant insights into how food works and how to make it taste better.
This is what we call “Food Thinking”. We learn from the best and are constantly seeking
ways to do it better. This is what drives our innovation.
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The Breville Group has continued to deliver on its “Food Thinking” strategy, with strong
revenue growth of 13.7% driving a record profit in the 2013 financial year.
The strong revenue growth came from the positive consumer response and acceptance
of our Breville designed and developed products across the multiple geographies we
operate in.
The Group’s ability to innovate in product development and marketing continues to both
build awareness of our brands internationally and strengthen our position locally.
Group EBITDA increased by 8.8% to $78.9m and was driven by the consistent growth in
revenue from Breville designed and developed products, offset by a decline in the
second half in Keurig commission income and the restructure costs associated with the
ending of the majority of the Keurig distribution arrangement in Canada.
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I will now spend a few moments on each segment.
Australian revenue showed good growth of 4.9% to $211.6m and Australian EBITDA
increased by 13.4% to $24.2m.
The pleasing performance in Australia was achieved despite subdued and highly
competitive market conditions. The Breville brand performed well, with consumers
increasingly recognising the benefits offered in design and performance and trading up
to Breville’s more premium products. Kambrook also performed strongly, with new
products introduced during the year benefiting from television advertising in the second
half.
The launch of the Breville co-branded Nespresso range in June 2013, Breville’s first entry
into the growing portioned coffee segment, did not have a material impact on the year’s
result, but places the company in a strong position to compete in this growing segment
in both Australia and New Zealand in FY14 and beyond.
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The International business comprises the North America, International Distributors and
New Zealand segments.
The growth in the Group’s International business continued with revenue increasing by
20.6% to $272.8m and EBITDA increasing to $58.3m.
The International result, underpinned by continued revenue growth from new product
launches in the last 18 months and strong juicer sales, was partially offset by a decrease
in commission income from the Keurig distribution business in Canada.
The Keurig “single serve” distribution arrangement for Canada has now ended however
we will continue servicing a number of smaller accounts for Keurig.
The strong consumer acceptance of Breville premium designed and developed products
delivered consistent revenue and earnings growth in North America, New Zealand and
the International Distributor business.
The Group’s focus on strengthening and broadening its branded International
Distributor business also delivered good results in the Asia Pacific and Middle East
geographies.
It is extremely pleasing to see that people all around the world are recognising the
quality and superior performance of Breville designed products.
Our International business represented 56.1% of Group Revenue and 73.9% of Group
EBITDA.
The Other segment includes the start-up of the UK business in FY2013 together with
unallocated Group costs.
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As part of the Group’s strategy to expand its geographic reach, during the year the
Group established a new business in the United Kingdom. This business, which
launched in May 2013, distributes Breville premium designed and developed products
under a new company-owned brand, Sage™, which is endorsed by internationally
acclaimed chef Heston Blumenthal.
Sales to October have been slightly ahead of our expectations, with strong support from
the UK’s premium retailers with good consumer sell-through also being experienced.
Consistent with the aim of building our brands locally and internationally, the Group
increased its investment in growth driving marketing activities.
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As part of this strategy, we appointed Heston Blumenthal as the Group’s global
ambassador.
In April 2013 we created our first Television commercial with Heston Blumenthal which
was run in Australia in the lead up to Mother’s Day and resulted in strong sales.
Importantly, the content we create with Heston Blumenthal is available to be shown in all
markets where Breville designed products are sold.
I would now like to show you our first television commercial with Heston Blumenthal.
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The importance of online consumer research, reviews and communication continues to
increase. The Group continues to invest in communicating its products’ features and
benefits through traditional and digital media, including emerging social media
channels.
The Group has a strong pipeline of new products in development and will be launching a
number of new products over the coming months. I would now like to take this
opportunity to show you some of these exciting and innovative new products and the
marketing communication to support them.
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In October 2013 we launched in Australia and New Zealand our first range of Breville
designed and developed microwaves “the Quick touchTM” with our own smart settings
that take the guess work out of cooking, reheating and defrosting foods using a
microwave.
I would now like to run a short video where our design and innovation director explains
the “food thinking” that led to the launch of this simple but innovative Microwave.
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We have launched an innovative waffle maker with its wide wrap around moat that
catches and cooks overflow for easy clean up and Waffle IQ which automatically adjusts
to the correct cooking time when the batter goes in, for perfectly cooked waffles every
time.
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Also within our cooking category, we have launched a new pizza oven to create the
crispiness of a brick oven without the bricks. It bakes on a thick quarry stone base with
even 350 degree Celsius heat from above and below replicating the cooking
environment of a traditional brick pizza oven.
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Finally I would also like to show you possibly our most exciting new product for FY14,
“the OracleTM”, the world’s first automatic manual coffee machine. This is a revolutionary
espresso machine that combines a commercial sized coffee dose with automatic grinding
and tamping with hands free temperature controlled milk frothing to deliver true café
quality coffee without a barista.

Turn to Slide 20
Turn to Slide 21
The quality and performance of Breville’s products such as these together with credible
endorsements, will be a key to the Group’s future success, as will the “in-built marketing”
of simply communicating the “best in class” features and benefits of our products
through traditional and new media.
The Group’s core strategy of delivering sustainable growth through its product
innovation, brand management and distribution capabilities across multiple geographies
continues.
To that end, during the year, the Group:
• continued its investment in product development and marketing with a strong
pipeline of products launching in the middle of FY14 and beyond;
• entered into the portioned coffee market in Australia and New Zealand in partnership
with Nespresso;
• pursued establishing important alliances with key industry participants and
internationally recognised “food thinkers”
• appointed Heston Blumenthal as the Group’s global ambassador for global
advertising and marketing communication; and
• launched into the UK.
With a solid platform in Australia, an increasing international presence and a strong
balance sheet to support its strategic initiatives, the Group is well positioned for the
future.
On a personal note, I would like to thank the Board and the entire Breville Group team
for their ongoing support and assistance as well as all of our customers, suppliers and of
course shareholders.
I would now like to finish by showing you our new Microwave TV commercial that will
be running in Australia in the lead up to the critical holiday season.
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Thank you for joining us today and please do stay for some morning tea and the
opportunity to see some of these new products in action and taste the results.
I now hand you back to the Chairman.
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Strategy
“A strategy of product innovation and
global brand management continues to deliver growth
across the international platform”
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Group FY13 Results Summary
% change
to FY12
Revenue $486.5m

+13.7%

EBITDA $78.9m

+8.8%

NPAT $49.7m

+8.2%

EPS 38.2 cents (FY12: 35.4 cents)

+8.1%

DPS: 26.0 cps, 21.5 cps franked (FY12: 24.0 cps, fully franked)

+8.3%

Net Cash $43.4m (FY12: $47.0m)
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Consistent EBITDA Growth
Reported

EBITDA (full year)
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of 16.2%
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Good EPS and Dividend Growth
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5 year compound
annual growth

Outlook FY2014
Uncertain global economic environment
Well positioned for future growth opportunities
– Product development and brand management strengths
– International markets
– Strong balance sheet

Trading through October 2013 consistent with expectations
Half year ended 31 December 2013
– Too early to provide guidance given the importance of November/December trading
– Cycling a strong 1H13 Keurig performance
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Thank you
Breville team
—

Our dedicated staff and management

—

My board colleagues

Customers, shareholders and suppliers
Board changes
—

Resignation
—

—
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John Schmoll

New appointments
—

Sally Herman

—

Lawrence Myers

CEO’s
Review of Operations
Mr Jack Lord
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Operating Results Summary
1H

2H

AUDm

1H13

1H12

% Chng

2H13

2H12

% Chng

FY13

FY12

% Chng

Sales

251.7

221.6

13.6%

217.7

186.7

16.6%

469.4

408.4

14.9%

Commission Income

12.7

12.0

6.4%

4.3

7.5

(42.1%)

17.1

19.5

(12.3%)

Revenue

264.4

233.6

13.2%

222.1

194.3

14.3%

486.5

427.9

13.7%

EBITDA

49.7

45.2

10.1%

29.1

27.3

6.7%

78.9

72.5

8.8%

Minor differences may arise due to rounding

Highlights & Significant Events

– Food Thinking strategy driving innovation
– Positive consumer response to higher value new products in all markets
– Consistent revenue growth from Breville designed products
– Decline in Keurig commission income
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FY

Segment Results
REVENUE
FY13

AUDm

% Chng

FY13

FY12

% Chng

Australia

211.6

201.7

4.9%

24.2

21.3

13.4%

International
North America

272.8

226.2

20.6%

58.3

52.0

12.0%

192.4

152.2

26.4%

38.5

34.7

10.9%

New Zealand

29.3

26.8

9.5%

4.1

3.6

14.8%

International
Distributors

51.1

47.3

8.1%

15.7

13.7

14.1%

2.1

-

(3.6)

(0.8)

486.5

427.9

78.9

72.5

Other
Total
Minor differences may arise due to rounding
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FY12

EBITDA

13.7%

8.8%

Australia & New Zealand
– Subdued, highly competitive
conditions

– Consumers trading up
– Co branded Breville-Nespresso
launch in June 2013

North America
– Strong consumer acceptance

– Keurig distribution
International Distributors
– Focus on strengthening and
broadening Breville branded
distributor business
Other
– Includes UK start-up and unallocated
Group costs

UK Launch
Premium Products

Premium Customers
John Lewis, Lakeland, Amazon, Selfridges, Harrods, House of Fraser and Debenhams
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Heston Blumenthal

13

the All In One

14

the Quick Touch Microwave

15

the Quick Touch Microwave Designer’s Story

16

the Waffle Pro™

4 slice with no-mess moat and Waffle IQ ™

17

the Crispy Crust™
12” stone baked pizza oven

18

the Oracle™

the Dual Boiler ™ with automatic grinding,
tamping and milk texturing
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the Oracle ™
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Strategic Initiatives
Group’s core strategy continues
— delivering sustainable growth through product innovation, brand management and
distribution capabilities across multiple geographies
The Group has
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—

continued its investment in product development and marketing with a strong pipeline
of products launching in the middle of FY14 and beyond

—

entered into the portioned coffee market in Australia and New Zealand in partnership
with Nespresso

—

pursued establishing important alliances with key industry participants and
internationally recognised “food thinkers”

—

appointed Heston Blumenthal as the Group’s global ambassador for global advertising
and marketing communication

—

launched into the UK

the Quick Touch Microwave
Intuitive microwave with smart settings
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