
 
Housewares International Ltd 
A.B.N. 90 086 933 431 
 

ASX Release 

 

Chairman's Presentation to Shareholders 
 
Date of Presentation: 23 November 2006 
Chairman:   Mr. J. Schmoll 
 
Fellow shareholders and invited guests, as indicated in the Annual Report the company is at a 
defining cross road in its history; where substantial work has been done to; 

 Redefine its Australian business to be able to deliver sustainable and profitable growth in an 
extremely competitive market; 

 And, with a resulting strengthened balance sheet, grow its international business to take 
advantage of strong development opportunities in attractive offshore markets. 

 
What this has meant is that during the last eighteen months, the company has transformed the 
focus of its business. This has involved a rationalization and reduction of its Australian business, 
particularly Homewares, whilst strengthening its product innovation platform, to make the business 
more focused on a less promotional core and to take advantage of strong offshore growth 
opportunities with its key brands, especially Breville. Full details of this process are in the Annual 
Report.  
 
Accordingly, during this important period of transition and increasingly difficult trading conditions in 
the second half of F06, whilst offshore sales and earnings have been rapidly increasing, they were 
necessarily, through restructuring, offset by an earnings reduction in Australia. 
 
During the 2006 financial year the group’s turnover increased by 3.9% to $424.2m. Offshore sales 
(principally in the US and Hong Kong export businesses), which now represents a third of the 
group, grew by 35.8% to $153.0m, whilst Australia’s rationalized sales reduced by 8.3%, primarily 
as a result of exiting certain categories. 
 
Similarly, whilst underlying group EBIT (earnings before interest and tax) declined by $4.0m to 
$27.2m, offshore EBIT increased by 70% to $18.7m. 
 
Underlying PAT for 2006 was $16.1m, which compares to last year’s comparative of $18.7m. Tax 
affected significant items of $2.7m were incurred during the year, principally to cover previously 
foreshadowed restructure costs across the Homewares and SABCO business units. The resultant 
reported PAT for 2006 is $13.4m, which compares to the 2005 comparative of $14.6m. 
 
Aided by the restructuring, the company has efficiently managed its working capital and balance 
sheet to deliver a strong operating cash flow of $30.4m for 2006 (2005 $4.3m). This principally was 
driven by a $19.6m reduction in inventories. 
 
This positive cash flow was applied to acquire Britette, to add a commercial arm to 
SABCO’s retail operations and the balance applied to pay down debt. The closing net debt was 
$63.8m, which is $10.3m down on last year and represents a conservative 28.8% net debt to 
capital employed ratio. 
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The strengthened balance sheet will not only provide a platform for future business development, 
but also enabled the board to maintain the final dividend at 3.5 cents per share. This brought the 
full year dividend for F06 to 13 cents per share, fully franked, which is consistent with the previous 
year’s dividend. 
 
So, that deals with the last financial year and the future that we have embarked upon. 
Where are we now? 
 
1. Sydney is now the company’s international sales and product development hub, with many of 

the corporate functions, including that of the newly appointed CFO, now also transferred from 
Melbourne. It also obviously remains the national sales and logistics centre for our core 
Australian electrical business. 

 
2. Port Melbourne is the national sales and logistics centre for our rationalised Australian 

Homewares business and our rapidly growing SABCO operations. 
 
3. Australian conditions continue to be difficult, with falling consumer confidence adding to what is 

a continuing very competitive market place. The impact of these conditions is being particularly 
felt in the independent retail channels, and of course you would be aware of some of the recent 
casualties in this sector. 

 
Pleasingly, the action we have taken to strengthen and refocus the company will assist our 
dealing with these challenges, more particularly; 
- The continuing growth in our international business. 
- The re-emergence of SABCO, both its retail and recently extended through acquisition, 

commercial business. 
- The significant cost and inventory reductions in Australian Homewares. This business is 

now in the process of rebuilding its less promotionally driven business around its core 
brands, Arcosteel, Baccarat and Alex Liddy. 

 
4. It is appropriate now to take the next step of evaluating further options for the Australian 

Homewares business by either accelerating the reconstruction through productively adding 
effective bolt-on acquisitions to take further advantage of the Port Melbourne facility (as with 
Britette recently) and/or considering further divestment to allow even greater focus on our key 
electrically driven international business. To this end we announced last week the appointment 
of Gresham Advisory Partners to assist us in this process.       

 
5. Shareholders should be aware of the impact that the international and SABCO growth is having 

on the split of our earnings between the first and second halves of the financial year. 
Traditionally, over 80% was earned in the first half as a result of the seasonal festive and 
holiday period. With SABCO not being a seasonal business, and with the international 
contribution to the group becoming more pronounced, the split is becoming more even. 

 
6. Despite difficult Australian conditions we will continue to further strengthen our product 

innovation platform and the international business. Accordingly much of the earnings gains 
made internationally and from the SABCO re-emergence will be reinvested into these important 
initiatives. 

 
7. By February next year, with the release of our half year results, we will have a clearer picture of 

the likely outcome for the full 2007 financial year earnings. We will then know the result for the 
important first half and a further understanding of the latest international trends and, of course, 
the Gresham review of the Australian Homewares business.   
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In conclusion, may I say the following: despite the challenges faced this year and many still on the 
horizon, including, for example, certain supply and cost pressures ex China facing many in our 
industry, we are entering an exciting phase in our company’s history as we move towards its more 
international transformation. While Australia will always be our primary market and the home of our 
innovation and product development, the opportunities to grow in these larger markets represents 
an important opportunity to rebuild shareholder value.  
 
I would like to thank our staff and management for their support, passion and commitment to our 
vision. I would also like to acknowledge the contribution made by our Homewares staff in 
embracing change in order to assist the company in resetting its sails. 
 
Finally, an important vote of thanks to my board colleagues, customers and suppliers and to you, 
fellow shareholders, for your valued support. 
   
We were sorry to accept during the year Bill Wavish’s resignation, as chairman and director, upon 
his appointment to the Myer leadership. We again thank him for his valued support and 
encouragement. It is the board’s intention to appoint another independent non-executive director. 
  
 
Thank you. 


