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20 February 2014  

Breville Group Limited results – half year ended 31 December 2013 

Revenue increased by 17.7% to $311.3m 
Solid earnings result given substantial decrease of commission income 

Fully franked dividend of 14.0 cents per share 
 

Group summary result 

AUDm1 1H14 1H13 % Chng 
    
Sale of goods 310.0 251.7 23.2% 
Commission income 1.3 12.7 (89.8%) 
Revenue 311.3 264.4 17.7% 

    EBITDA  49.1 49.7 (1.2%) 
    EBIT 45.6 46.1 (1.1%) 

    NPAT 31.2 31.7 (1.6%) 
    Basic EPS (cents) 24.0 24.4 (1.6%) 
ROE2 (%)   22.6% 24.8%  
Div per share - ordinary (cents) 14.0 14.0  
Franked (%) 100% 68%  
Net cash ($m) 9.3 30.2  
Gearing ratio (%) Nil Nil  

 
Breville Group Limited today reported a 17.7% increase in revenue to $311.3m (1H13: 
$264.4m) for the half year to 31 December 2013. This revenue growth was driven primarily 
by the continuing success of the strategy of innovation of Breville designed and developed 
new products for consumers around the world.  
 
Strong revenue growth of 23.2% in Breville’s core business more than offset the $11.4m 
decrease in Keurig commission income from the previous corresponding period following 
the cessation, at the end of June 2013, of the majority of the Keurig distribution 
arrangement in Canada. 
 
However, the lost Keurig commission income was at a significantly higher margin than the 
improved sales in Breville’s core business. This resulted in a decrease in EBIT by 1.1% to 
$45.6m (1H13: $46.1m) and a decrease in net profit after tax by 1.6% to $31.2m (1H13: 
$31.7m). 
 
As a result of its international operations, the Group has a partial natural hedge against 
certain foreign exchange exposures. During the half, due to its hedge book position, source 
of earnings and timing of cashflows, the Group as a whole, achieved a small net foreign 
exchange benefit from a primarily weakening AUD.  
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CEO, Jack Lord said, “The Group has continued to deliver on its “Food Thinking” strategy, 
with strong consumer acceptance of our new products driving revenue growth across the 
geographies we operate in.” 
 
As the business continues to expand geographically, the Group has consolidated certain of 
its operating segments to be more consistent with its geographic growth strategies. The 
operating segments are as follows: 

• ANZ Distribution: comprising the Australian and New Zealand businesses; 
• North American Distribution: comprising the USA and Canadian businesses; and 
• Rest of World: comprising the Hong Kong (international distribution) and UK 

businesses. 
 
 
Segment results 
 REVENUE EBITDA 
AUDm1 1H14 1H13 % Chng 1H14 1H13 % Chng 
       
Australia and New Zealand 
(ANZ) 144.6 130.9 10.4% 16.6 17.4 (4.9%) 

       
North America 130.0 111.8 16.3% 22.9 26.0 (11.9%) 
       
Rest of World 36.6 21.7 69.1% 9.6 7.5 27.9% 
       
Other - - - 0.1 (1.2)  
       
TOTAL 311.3 264.4 17.7% 49.1 49.7 (1.2%) 

 

ANZ 

Revenues of $144.6m were 10.4% higher than the prior corresponding period. However a 
strengthening USD placed increased pressure on margins resulting in a fall in EBITDA by 
4.9% to $16.6m.  
 
Consumers in the ANZ markets have generally remained cautious with their spending 
throughout the half. Sales growth has been driven by new product initiatives. 
 
The ANZ business with its Breville and Kambrook dual-brand strategy, strong pipeline of 
new products and the ability to now compete in the growing portioned coffee segment 
through the launch of the Breville co-branded Nespresso range, continued to strengthen its 
position in the domestic appliance market.  
 
Commenting on the ANZ result, Jack Lord said “The strength of Breville and Kambrook’s 
new product launches enabled both brands to increase their average sell prices during the 
half and grow revenue partially offsetting the reduced margins on existing products due to 
the weaker AUD.” 
 

North America 
Total revenue in AUD increased by 16.3% to $130.0m. This increase was underpinned by a 
29.9% increase in sales revenue from Breville products to $128.7m (1H13: $99.1m). 
Commission income from the Keurig distribution business in Canada decreased to $1.3m 
(1H13: $12.7m). 
 
In constant currency, total revenue increased by 3.5%. Excluding Keurig commission 
income from both periods, in constant currency, revenue increased by 15.2%. 
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Despite the increase in total revenue, the incremental EBITDA was not sufficient to offset 
the loss of EBITDA attributable to the reduction in the high margin Keurig commission 
income. EBITDA decreased by 11.9% from $26.0m to $22.9m. 
 
Growth in the Breville branded products continued especially in the core categories of 
cooking and food preparation with the solid acceptance of new products launched.  
 
The juicing category which was supported by an increased investment in marketing spend, 
continued to perform well.    
 
The online sector continues to show good growth as consumers embrace the benefits of 
researching and shopping online. 
 
The Canadian business, which completed its rationalisation and relocation to new premises 
during the period, delivered strong growth in the core Breville business. 
 
Jack Lord added: “Despite the ending of the majority of the Keurig distribution arrangement 
in Canada, our North American business produced a solid first half result with continued 
revenue and margin growth for the Breville brand.”  
 
Rest of World 
Total revenue in AUD increased by 69.1% to $36.6m and EBITDA increased by 27.9% to 
$9.6m (1H13: $7.5m).  
 
This segment comprises the rest of the world distribution business supplied from Hong 
Kong (previously the International Distributors segment) as well as the Group’s newly 
established business in the UK, which launched in May 2013. The purchasing by European 
strategic partners of Breville designed, but not branded products, continues to make up the 
majority of this segment’s revenue. The UK business distributes Breville designed and 
developed products in the UK under a new company-owned brand, Sage, which is 
endorsed by internationally acclaimed chef, Heston Blumenthal. In Africa, the Middle East, 
Asia and South America, third party distributors distribute Breville branded products. 
 
While early days, the UK business has performed in line with expectations. Since 
commencing trading in May 2013, the Group has continued to develop its understanding of 
the market and the UK consumer, and the initiatives required to support the ongoing roll-
out. Pleasingly, the product range has generated strong publicity in both food and 
mainstream media and is continuing to build its distribution with premium UK retailers.  
 
After a period of difficult economic and trading conditions in the early part of the half, the 
Group received higher than expected orders from its European partners late in the half as 
their inventory holdings reached low levels following conservatively soft purchasing in the 
early part of the year. 
 
The Group continues to focus on strengthening and broadening the Breville brand 
distributor network across the important Asia Pacific and South American geographies and 
accelerate the launch of Breville branded products into these markets. 
 
Jack Lord added, “We see the Rest of World segment as a growth opportunity for the 
Group and we will continue to invest in supporting profitable growth across the various 
geographies.” 
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Other 
The Group’s Other reporting segment comprises the Group’s shared service facility, design 
and development and global marketing functions. This segment recovered its costs at the 
EBITDA level from the Group’s operating business units. The prior period’s comparative 
result includes certain costs associated with the establishment of the new UK business. 
This segment also incurs the amortisation charge on capitalised product development 
projects, with the charge for the period being in line with the prior year. 
 
 
Working capital 
The Group’s continued growth in existing markets and new geographies has required an 
increased investment in working capital. In addition to the increase in receivables 
attributable to strong sales late in the half, the growth of the North American business, the 
new business in the UK and the Breville co-branded Nespresso range all required an 
increased investment in working capital. The Group also made payment of a previously 
fully provided lease surrender fee in the amount $5.0m. Accordingly, these all had an 
adverse impact on cashflows from operating activities for the half. 
 
Further, the weaker AUD compared to the previous corresponding period exacerbated the 
translation impact when converting non-AUD denominated balances into AUD at the end of 
the half.  
 
December has traditionally been and will likely continue to be the Group’s peak in working 
capital.  
 
The increased investment in both working capital and growth driving initiatives and 
payment of the lease surrender fee resulted in net cash at 31 December 2013 of $9.3m 
compared to $30.2m at the same time last year.  
 
 
Capital expenditure 
The Group continues to invest in efficiency and cost improvement projects to support a 
larger and more geographically diverse business.  
 
The Group has invested in a new leased distribution centre in Minto, New South Wales 
which will commence operating during the second half of this financial year. In the first half 
of the 2015 financial year, the Group will relocate its Sydney-based Australian business 
and corporate head office to new leased premises and will also implement a new Group-
wide enterprise resource planning system (ERP).  
 
It is currently expected that these new investment projects will require approximately $15m 
of capital expenditure, with approximately half of this amount to be incurred during the 
current financial year. 
 
 
Dividends 
A fully franked interim dividend of 14.0 cents per share has been declared (1H13: 14.0 
cents, 68% franked). This interim dividend will have a record date of 18 March 2014 and 
will be payable on 9 April 2014. 
 
The Directors have resolved to continue to suspend the operation of the Dividend 
Reinvestment Plan.  
 
The ongoing contribution of the international businesses may impact the extent to which the 
Group is able to frank future dividends. 
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Outlook 
The Board and management are encouraged by the Group’s performance in its core 
business during the first half of the financial year. 
 
Breville Group Chairman, Steven Fisher commented: “Our focus on innovation that meets 
the demands of consumers is key to maintaining our premium market position and 
increasing the Group’s global geographic presence. Businesses that have a quality brand 
and know their consumers will continue to grow. Our strong balance sheet provides a solid 
platform for our investment in growth driving initiatives.”  
 
The Group expects that broader business conditions will continue to be globally challenging 
and competitive in the second half and currently expects FY14 earnings to approximate 
FY13. 
 
With its Food-Thinking strategy and a number of growth driving initiatives firmly in place, 
the Group, with its strong balance sheet, is well positioned to grow revenue from Breville 
designed and developed products across multiple geographies. 
 
 
 
 
 
For further information, please contact: 
Jack Lord (CEO) / Mervyn Cohen (CFO)  
(02) 9384 8100 
 
 
 
 
 
1 Minor differences may arise due to rounding. 
2 ROE is calculated based on NPAT for the 12 months ended 31 December 2013 (1H13: 12 months ended 31 December 

2012) divided by shareholders’ equity at 31 December. 
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