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HOUSEWARES INTERNATIONAL LIMITED ANNOUNCES 
RESTRUCTURE OF HOMEWARES DIVISION TO 
ENHANCE SHAREHOLDER VALUE 
 
Housewares International Ltd (“HWI”) today announced the results of a strategic review of the 
Group’s operations conducted by the Board and Caliburn.  The purpose of the review was to clarify 
the future focus of HWI with a view to increasing shareholder value. 
 
The key outcome of the review is a restructuring of the Homewares Division and changes to HWI’s 
senior management arrangements.  As a result of the restructure of the Homewares Division, HWI 
will incur a one off charge of approximately $5.6m, of which approximately $3.8m is non-cash.  The 
restructure of the Homewares Division is expected to result in an increase in the Homewares 
Division's net profit before tax of between $1.3m - $1.8m in FY06 and $3.8m - $4.3m in FY07. 
 
International sales in the Electrical Division continue to grow strongly, with orders and listings from 
the recent March Chicago Fair exceeding expectations.  The International Homewares Division 
sales and profitability have also significantly improved in the March quarter.  The Australian retail 
market however is softening, resulting in weaker sales than anticipated in both the Electrical and 
Homewares divisions.   
 
Based on a continuation of current market conditions, the Board of HWI now expects underlying 
net profit after tax1 to be between $20m and $21.5m for the year ending 30 June 2005 (“FY05”), 
compared with HWI's underlying net profit after tax1 for FY04 of $23.9m. On this basis, the final 
dividend for FY05 is anticipated to be 3.5 cents per share.  This would bring the total dividend for 
the year to 13 cents per share, fully franked, which is a 29% increase relative to the FY04 full year 
dividend of 10.5 cents. 
 

Homewares Division 

 
The market for homewares, particularly in Australia, remains challenging and is undergoing 
structural change.  In response to the recently conducted strategic review, the Homewares Division 
is to be restructured and refocused.  The Homewares Division's product range (SKUs) will be 
significantly narrowed and be more focused towards product with high brand strength and equity. 
 
The reduction in gross profit dollar margin from the reduced SKU count is expected to be more 
than offset by savings in the Homewares Division's operating overheads, including, in particular, 
staff and occupancy costs.  As an offset to the expected reduction in gross profit dollars, total cost 
savings of between $4.5m - $5m are expected in FY06, growing to $6.5m - $7m in FY07. Lower 
inventory levels and receivables will also reduce the Homewares Division's working capital 
requirement and interest cost and thus increase return on funds employed.  The net increase in the 
Homewares Division's net profit before tax is expected to be between $1.3m - $1.8m in FY06 and 
$3.8m - $4.3m in FY07. 
 
The International Homewares Division has successfully arrested its declining sales and profitability 
through recent marketing driven product development initiatives in the USA (3Q05 sales plus 12% 
on prior period vs 1H05 sales minus 31% on prior period). 
 
 
                                                     
1 Underlying net profit after tax refers to net profit after tax and goodwill amortisation before tax-adjusted impact of significant items 
 



 
Housewares International Limited 
 

2 

HWI expects to incur approximately $1.8m in one-off cash costs associated with the restructure of 
the Homewares Division, which mainly relate to redundancies and other project implementation 
costs.  Non-cash inventory write-downs associated with the planned reduction in SKU count are 
expected to be $3.2m in the Australian Homewares Division and $0.6m in the International 
Homewares Division. 
 
A detailed action plan has been prepared to execute the proposed restructure, which is expected 
to take between 12 to 18 months to fully implement. 
 

Senior Management Changes 

 
Joe Hersch remains as Executive Director chiefly responsible for the Electrical Division (which 
represents about two thirds of HWI’s sales and about three quarters of HWI’s profitability).  Joe will 
continue to focus on International brand development and will now oversee new product 
development across both the Electrical and Homewares Divisions.  Joe has agreed to renew his 
contract for two years to June 2007. 
 
Mark Kirkby is the Executive Director chiefly responsible for HWI's Finance and Administration 
functions and the Homewares Division.  Mark has led the planning of the restructure of the 
Homewares Division and will take a primary role in its implementation.   
 
In order to guide the strategic direction of HWI, in particular the operational restructure of the 
Homewares Division, Bill Wavish will become Executive Chairman for an interim period as the 
Group is refocused. 
 

Trading Outlook  

 
The general economic and retail market remains challenging in Australia and as a result, recent 
retailer sell-through and sales in both the Australian Electrical and Homewares Divisions have 
been weaker than expected.  In contrast, International sales in the Electrical Division have 
continued to grow strongly, which is reflective of the continued growing international recognition of 
the Breville brand and its world class product development capabilities, particularly its new 800 
Series products.  The listing of the first 800 Series product in leading US retailer, Williams and 
Sonoma, has exceeded their expectations.  Federated Department Stores (including May 
Department Stores), a 950 department store group with sales of over US$30 billion, has identified 
Breville as an "upscale brand with controlled distribution" which fits its new housewares strategy2.  
International sales for the Electrical Division are expected to grow by approximately 25% in FY05.  
Joe Hersch commented that “The orders and planning requests from major retailers at the Chicago 
Fair were very positive and far exceeded my expectations. It is anticipated this will progressively 
translate into increased sales during the course of FY06”. 
 
The Board currently expects the International Electrical Division to continue to grow strongly, the 
International Homewares Division to continue its turnaround and experience good growth and the 
Australian Homewares Division to demonstrate improved profitability as a result of the announced 
restructure.  The sales and profitability outlook for the Australian Electrical Division is currently 
more difficult to predict and will be dependent on the Australian retail environment.   
 
 
 
                                                     
2 HomeWorld Business – 20 March 2005.  "All Eyes On Macy's Upgraded Housewares" (see Website www.housewares.com.au) 
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Specific guidance will be given to the market on the Group's outlook for FY06 when the Board has 
greater clarity on market conditions and as the restructure progresses. 
 
The Board of HWI remain totally focused on delivering increased value to HWI shareholders.  
Caliburn are assisting in this process.   
 
Bill Wavish comments “This is an exciting, but challenging and crucial point in history for the 
company, both in Australia and in the International markets.  The underlying potential of the 
Electrical Division, particularly in international markets and the profit enhancement initiatives put in 
place for the Homewares Division form a strong platform to meet these challenges and for future 
growth.  I have agreed to become Executive Chairman to oversee this restructure for an interim 
period and to focus on building shareholder value”. 
 

Enquiries: 

Bill Wavish - 0404 829 045 
 
 


