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Chairman’s Address 

Over the past year we have again made good progress on our journey to transform the 
Breville Group from being a homewares and electrical business into a truly international, 
electrical focused company.  

Our core strategy and focus remains building the Breville brand globally by designing, 
developing and marketing innovative products to meet the changing needs of consumers and 
leveraging these across multiple geographies. 

The very encouraging results achieved during the year in all of our key markets again 
reaffirms the validity of this clear strategic focus. 

Building on its strong first half performance, the Breville Group delivered a substantial 
increase in both its Australian and International profits, with underlying and reported profit 
after tax for the year ended 30 June, 2010 increasing by 65.0% and 92.1% respectively. This 
is an excellent result and was achieved despite the challenging economic conditions within 
the various markets that the group operates. 

Our international platform is an attractive and increasingly resilient, strategic growth asset for 
shareholders.  

Turn to Slide 3  

To emphasise the transformation of your company since the 2007 financial year, it is worth 
reflecting on the progress we have achieved from FY2007 to FY2010.  

You can see from the chart on the screen that our key financial metrics have all improved 
substantially. 

Although sales have not increased due to the disposal and rationalisation of our Australian 
and North American homewares businesses respectively, our earnings have improved 
significantly. 

Importantly, we have maintained and increased our investment in innovation and new product 
development. This is a core strength and a significant strategic asset. The product pipeline that 
we have will serve the Group well into the future. 

Additionally, at the 2010 year end, the Group was in a net cash position and our gearing was 
nil.  

Turn to Slide 4 

Over recent years, as I’ve indicated, your Board has pursued a clear and consistent strategy. 



 

We will continue to focus on our core electrical business, ensuring that we have quality 
brands, quality and innovative products and quality execution. Product and the consumer are 
at the centre of everything we do. 

Our Australian business will continue to remain focused on delivering further profitable 
growth and maintaining its market leadership position. 

Importantly, we continue to see a significant opportunity to grow sales and earnings 
internationally. Our continuing investment in infrastructure to support our global operations 
and in our North American footprint has been very worthwhile.   

Therefore, although the economic environment remains uncertain, the improvement in our 
international operations, the solid Australian performance, our product development strengths 
and a significantly strengthened balance sheet, all means that the Group is well positioned for 
the future and the various growth opportunities that are available. 

In October 2009, GUD launched an unsolicited takeover offer for the Breville Group. The 
offer ultimately lapsed in February 2010.    

Throughout this time, your Board firmly rejected the bid. Fundamentally, your Board not only 
believed that GUD was not offering enough for Breville, but that the value of the offer was 
uncertain. An Independent Expert’s report also concluded that the offer was neither fair nor 
reasonable.  

Since the offer lapsed, we are encouraged by the market’s response to our performance which 
has been reflected in a material increase in the Company’s share price. We believe this 
reflects the strategic value of the Company and the strong value potential that this represents.   

Turn to Slide 5 

The Breville Group operates in a number of countries and is subject to a number of exchange 
rate influences on its earnings. This has become a topical issue, particularly at the current 
time. 

Firstly, the Group has a “transactional” exposure as its product purchases are paid for in US 
dollars. In Australia, New Zealand and Canada, this translates into lower product costs as the 
US dollar has depreciated in recent times relative to those currencies. However, deflationary 
market pricing continues to be an issue in these markets. 

Secondly, the Group has a “translational” exposure as its international earnings, which are 
predominantly denominated in US dollars, are translated back into Australian dollars for 
reporting purposes. As the US dollar has depreciated relative to the Australian dollar in recent 
times, this has a negative effect on the Group’s reported earnings. 

Turn to Slide 6 

Before I pass over to our CEO for his review of operations, I would like to comment on the 
current financial year. 

In general, economic and retail conditions remain challenging in the countries in which we 
operate. Consumer sentiment is uncertain and it is difficult to gain a clear perspective or 
consistent pattern of consumer demand. 



 

We are also dealing with emerging cost pressures from China which impact the cost of 
manufacturing and an appreciating Australian to US dollar, which, despite the partial natural 
hedge that we have, has an overall negative affect on the Group’s results. 

However, notwithstanding these challenges, we currently believe that the Group is well 
positioned to again deliver increased earnings in the 2011 financial year. 

The Christmas trading period is key to the Group’s results, not only in the first half but for the 
full year result. Performance to the end of October is in line with expectations, but we are not 
in a position to provide more definitive guidance until after the Christmas sales period.  

As you are aware, we appointed Stephen Audsley as Chief Executive Officer in September 
2008.  Stephen and his team have made very good progress in not only clearly identifying and 
continuing to unlock the strategic value of our Group, but are very focused on driving further 
growth in our earnings and sustainable shareholder value.  

I would like to take this opportunity to thank this team and indeed all of the Breville Group 
staff for their dedication.  May I also thank our suppliers and customers for their continued 
support.  Finally, let me take this opportunity to also express my appreciation to my Board 
colleagues for their ongoing support and expertise.   

 

I will now invite our CEO Stephen Audsley to present his Review of Operations. 

Thank you for your attendance this morning.
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CEO’s Review of Operations 

Thank you John and good morning ladies and gentlemen. 

Turn to Slide 8 

During the 2010 financial year, the Breville Group achieved good progress in delivering on its 
strategy. There was a strong increase in the Group’s earnings, which together with the 
ongoing tight management of working capital, resulted in materially higher cash inflows.  

Group sales revenue in Australian dollars declined by 2.6%, primarily as a result of 
unfavourable movements in foreign exchange rates used to translate the Group’s international 
sales and the residual impact of the exit of the USA non-electrical homewares category. 
Excluding these effects, Group sales revenue in Australian dollars increased by 9.5% from 
2009 levels. 

Underpinned by strong performances in the Australian and North American businesses, 
Group underlying EBITDA increased by 40.6%, whilst underlying PAT increased by 65.0%. 

Importantly, the Group maintained its strategic focus on differentiation through continued 
investment in its design and innovation capabilities to respond to changing consumer needs 
and economic conditions. 

Turn to Slide 9 

Before I analyse our results in more detail, it is worth reviewing the broader economic 
environment that we operated in during the past year.   

As you can see from these charts (refer slide presentation), we were faced with varying levels 
of consumer sentiment in the various markets in which we operate.  We responded to a 
number of influences, including an appreciating Australian dollar relative to the US dollar, 
increasing product costs ex China and improving but fluctuating consumer sentiment. 

The Australian economy demonstrated a high degree of resilience in the first half of the year 
supported by a number of government stimulus measures. It is interesting to note that despite 
these measures, consumer sentiment fell between December ’09 and June’10.  

In North America, both retail sales and consumer sentiment improved over the course of the 
year, but have yet to return to pre GFC levels.  

Turn to Slide 10 

The geographic diversity of Breville’s business is a significant and valuable asset. 

 



 

The performance of the Australian business was pleasing, with further growth in profits, 
despite a slower second half of the financial year which was impacted by higher interest rates 
and softer consumer demand. Market share was maintained by both the Breville and 
Kambrook brands, driven by a strong pipeline of new product launches.    

Our International business performed particularly well and the performance of the North 
American business was a stand out. The Breville brand continued to grow its presence and 
importance in key markets. North American sales (in Australian dollars) grew by 14.4%, 
which combined with the initiatives undertaken last year to reduce the operating cost base, 
delivered a material increase in earnings.  

The Global Distribution business, operating predominantly in Europe, had a difficult first half 
of the year and was impacted by the economic downturn in those markets. In the second half 
of the year, sales showed signs of recovery as the inventory levels of our distributors were 
corrected and consumer demand improved. 

Turn to Slide 11 

The Australian business experienced profit growth despite the challenging economic 
conditions and a marginal reduction in sales. The Breville brand strengthened its position in 
the mid to premium price points, consistent with the overall brand strategy. Breville’s brand 
strength underpinned the successful launch of an expanded range of premium kitchen 
products during the year. Supported with effective and targeted marketing programs, these 
premium products received strong consumer acceptance, resulting in a positive shift in the 
mix of sales to higher value price points.  

Kambrook also performed strongly, reinforcing its appeal for consumers seeking quality 
branded products and exceptional value for money. 

The overall Australian result reflects the benefits of a strong product development pipeline 
and clear positioning of the portfolio of brands.    

Turn to Slide 12 

Our International business, operating predominantly in North America and Europe, delivered 
a substantial improvement in earnings compared to the prior year.  

On a constant currency basis, International sales increased in Australian dollars by 10.4%.  
The North American electrical business continued to grow, driven by strong consumer 
acceptance of the Group’s products and increased distribution at retail. Furthermore, it also 
benefited from the now completed exit of the non-electrical homewares category in the USA 
and the consequent restructuring of the operating cost base. 

Growth was achieved despite the significant economic challenges faced in that market and 
Breville’s premium position was further enhanced in what remains the Group’s most 
significant growth opportunity. 

The Global Distribution business, selling primarily to the European market, regained 
momentum following the signs of recovery evidenced early in the second half of the 2010 
financial year.   

 



 

The Group continued its growth of the Breville branded electrical business in Asia, the 
Middle East, South Africa and South America, expanding into new countries through 
distribution partnerships. The brand’s presence in China, Brazil and Mexico also grew during 
the year and these markets are considered key growth opportunities for the future.  

Turn to Slide 13 

The Group’s balance sheet strengthened further and provides a solid foundation for the future. 
The strong financial result and continued focus on working capital management, underpinned 
robust operating cash flows, resulting in a net cash position at year end of $9.2m compared 
with net borrowings of $33.0m at the same time last year.  

At year end, the Group’s gearing ratio was nil and interest cover was 9.5 times.   

Turn to Slide 14 

The Group maintained its strategic focus on differentiation through continued investment in 
its design and innovation capabilities. This strategy remains fundamental to the future success 
of the Group. 

In Australia, the strategic focus is to build on the successful momentum of the past two years 
and to grow market share profitably. The continued strong investment in product 
differentiation should provide a strong and sustainable pipeline of product development 
spanning into future years. 

Internationally, the Group’s strategic focus is to drive product penetration by gaining both 
wider distribution of existing products within existing retail channels and by entering new 
product segments. The Group is also focused on developing new International markets such 
as China and South America. 

Turn to Slide 15 

Over a period of more than 75 years, Breville has grown to become an iconic Australasian 
brand through thoughtful design and product innovation. By focusing our proven ability to 
design and develop innovative products, Breville is developing a truly global brand and is 
widely recognised for its expertise in kitchen appliances.  

There remains strong interest from consumers in home cooking and food preparation. These 
categories have shown above average growth rates over recent years and remain the core 
focus of our innovation. Today, over 90% of the Breville brand’s sales are derived from food 
and beverage categories. 

We engage consumers by delivering innovation and insights through what we term “food 
thinking”. “Food thinking” is how we approach solving the challenges which consumers face 
as they prepare or cook food and beverages.  

At Breville, we are passionate about food and all that it entails. By untapping the secrets of 
food preparation we are better able to provide consumers with that “simple moment of 
brilliance” in the kitchen where little touches of ingenuity can make all of us feel truly 
accomplished and at ease.    

This Spring, we will continue our marketing campaigns based around “food thinking”, where 
“seeing is believing”. 



 

We will be on TV in Australia with campaigns supporting two recently launched flagship 
products. The first is our fully automated tea maker and the second is the highly successful 
Breville “ Scraper Mixer Pro” bench mixer.   

In North America, we will also be supporting the ongoing success of the Breville “smart 
oven” range with advertising on cable TV including the Food Network.   

I’d now like to run the TV ads which will feature in our Spring 2010 marketing campaign. 

Run TVC’s. 

We are pleased with the progress we have made over the past year and are focused on 
delivering further growth in earnings. As you heard earlier from the Chairman, the Group is 
currently well positioned to deliver an increase in earnings in the coming year.  

I would like to thank the Board for their ongoing support and my team at Breville for their 
dedication throughout the past year. I look forward to reporting our progress to you in the 
future.  

I’ll now hand you back to the Chairman.  

 

 

 


