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PROFIT ANNOUNCEMENT  
FOR THE HALF YEAR ENDED 31 DECEMBER 2005 

 
HOUSEWARES REAFFIRMS FULL YEAR UNDERLYING PROFIT EXPECTATION OF $20½ MIL  
TO $22½ MIL 
 
SALES IN SECOND HALF EXPECTED TO RISE DOUBLE DIGIT 

 
“There is no doubt in our minds that the benefits of the major changes we announced in April 2005 
 and November 2005 are now beginning to bear fruit” Chairman Bill Wavish  

 
“We are becoming an important supply and innovation partner to major US and other leading 
international specialty and department store retailers,” CEO Joe Hersch 
 
The Board of Housewares International Ltd today announced the financial results of the company for the  
half year ended 31 December 2005. 
 
 
Half year ended Percentage 

Change 
Up or Down    % 

31/12/2005 
A$m 

31/12/2004 
A$m 

Sales   Down 1.7% 236.2 240.4 
Gross profit Down 10.2% 62.5 69.6 
    (% to sales)    26.5% 28.9% 
Other revenues   2.7 1.1 
Share of Joint Venture net profits   1.6 0.7 
Other costs   (41.7) (40.8) 
    (% to sales)    17.6% 17.2% 
Underlying EBITDA Down 18.0% 25.1 30.6 
    (% to sales)   10.6% 12.7% 
Depreciation & amortisation   (1.9) (1.8) 
Interest (net)   (2.8) (2.5) 
Taxation   (6.2) (8.3) 
Underlying net profit after tax Down 21.1% 14.2 18.0 
    (% to sales)   6.0% 7.5% 
Significant Items (tax effected)    (2.5) (0.5) 
Net profit after tax Down 33.3% 11.7 17.5 
    
Weighted average shares on issue (mil)   120.8 117.7 
Underlying earnings per share (cents) Down 23.3% 11.71 15.27 
Basic earnings per share (cents)   9.66 14.86 
Interim dividend per share (cents)   9.5 9.5 

 
 
Underlying profit results for the full year are still expected to be in the range of $20 ½ mil to $22 ½ mil, as 
previously advised. The previous year (FY05) saw profits earned for the full year of $19.5 mil, of which 92% was 
earned in the first half year. In FY 2006, the guidance profit would represent an increase of 5% to 15%, 
representing a half year profit split of approximately 65/35 (previously advised 60/40). 

 
Sales fell 1.7% in the first half year, but are anticipated to rise by double digits in the second half year as 
a number of growth initiatives are realised. For the first six weeks of the second half year total sales are 
up double digit compared to the corresponding period last year. 
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Electrical  
Sales $172.6m 

 
Electrical sales grew 5.5% for the half year.  Australian sales were slightly down, reflective of a slow retail 
environment.  Breville enjoyed strong Christmas sell through and emerged as the clear leader in key categories 
such as juicing and coffee. 
 
Breville has continued its growth in both the USA and export markets.  New Zealand growth was flat for the 6 
months, caused by a significant slow down in consumer spending in December. 

 
The International Homewares Association (New York) has awarded the 2006 Housewares Design Award to 
Breville for its 800 Class Espresso Machine (800 ESXL). The Breville Espresso Machine was voted “Best in 
Category” for “Cooking Electrics” classification.This award is testament to the worldwide acceptance of the high 
standard of design and innovation that Breville continues to deliver in product development. 
 
The Philips Senseo coffee system was successfully launched and achieved 10% market share of the coffee 
category by Christmas. 
 
Led by strong international demand, the 5.5% first half sales increase is anticipated to accelerate to the 
higher single digits in the second half year. 

Homewares  
Sales $63.6m 
 
Homewares Australia is the subject of a major restructure as the business moves towards a design lead business 
model.  Bottom line benefits should start manifesting themselves in the second half. 
 
Metro (USA Homewares) has turned in an impressive performance with the successful execution of a number of 
new product initiatives. 
 
The success of the “Breville” brand in Canada is the key driver in the improved profit result from our associate 
investment in Canada, where key retailers like Canadian Tire, the HBG and Sears have embraced the brand.  
The profit contribution from Canada has doubled from last year’s (low) base. 
 
SABCO sales for the 6 months were disappointing.  However, following the appointment of Jeff Kelso as 
Managing Director in September, the business is being revitalised and sales for the second half are expected to 
double. 
 
Also led by strong international demand, and by the SABCO revitalisation, the 17.2% first half sales 
decrease is anticipated to reverse to a double digit increase in the second half year. 

Significant Items 

During the period the group booked Significant Items totalling $2.5m after tax as part of the previously announced 
restructure initiative for Homewares Australia, including SABCO, together with a prior year tax adjustment.   

 
The restructure initiatives previously announced for the Homewares Australia and USA divisions are well on track 
and are expected to yield improved trading results, when compared to last year, from the second half of the 
financial year and onwards. 
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SALES AND PROFITABILITY 

Half Year Sales 31/12/2005 31/12/2004 % Movement 
    A$m % Share A$m % Share   
Electrical Australia 116.6 49% 122.7 51% -5.0% 
  Overseas 56.0 24% 40.9 17% 36.9% 
  Total 172.6 73% 163.6 68% 5.5% 
Homewares Australia 39.7 17% 55.7 23% -28.7% 
  Overseas 23.9 10% 21.1 9% 13.3% 
  Total 63.6 27% 76.8 32% -17.2% 
Group Australia 156.3 66% 178.4 74% -12.4% 
  Overseas 79.9 34% 62.0 26% 28.9% 
  Total 236.2 100% 240.4 100% -1.7% 

 
Half Year Underlying  
Profit after Tax 31/12/2005 31/12/2004 % Movement 
 A$m % Share A$m % Share   
By sub-segment split *     
Electrical  14.7 104% 15.1 81% -12.6% 
Homewares  0.9 6% 5.5 33% -95.2% 
Total  15.6 110% 20.6 114% -36.6% 
Less Corporate / Central (1.4) (10)% (2.6) (14)% -55.5% 
Underlying PAT  14.2 100% 18.0 100% -33.9% 
     
By geographic split        
Australia ^  7.2 51% 13.1 78% -49.3% 
Overseas  7.0 49% 5.1 22% 22.5% 
Underlying PAT  14.2 100% 18.0 100% -33.9% 

 
Notes: 
^ Geographic split for Australia includes corporate / central overheads  
* The sub-segment split of the wholesale market segment is based upon notional allocations of shared overheads to derive a split 
between the homewares and electrical businesses. 
 
The tax expense of 34.7% is up on last year; as a result of the re-weighting of earnings towards the USA (higher 
corporate tax rate) and a prior year adjustment for Hong Kong tax. 

FUNDS EMPLOYED 

Operating cash flows are traditionally negative for the first half of the financial year.  Improved working capital 
management has resulted in improved cash flows for the period; which are negative $10.1m compared to last 
year’s comparative of negative $28.8m. 
Net external debt at 31 December 2005 is $92.6m, including the debt funded acquisition of the Britette business 
by SABCO .  This is down on last year’s comparative and represents a conservative 36% of capital employed.  
The make up of the balance sheet is consistent with last year and reflects peak funding requirements for the 
important Christmas trading season.  Inventories include goods in transit that are required for important 
Homewares product development initiatives, such as the relaunch of the Arcosteel brand; which are scheduled for 
delivery in the second half of the year. 

DIVIDENDS  

A fully franked dividend of 9.5 cents per share (last year 9.5 cents per share) has been declared. The interim 
dividend will have a record date of 21 March 2006 and will be payable on 5 April 2006. The Dividend 
Reinvestment Plan will remain operative at a discount of 2.5%. 
On the basis of anticipated underlying  profits in FY2006 in the range of $20 ½ mil to $22 ½ mil, it is expected that 
a final dividend of 3 ½ cents would bring the full year fully franked dividend to 13 cents (unchanged), or around 
75%  payout. Directors would anticipate rebalancing the half year dividends in FY 2007 to a more even half year 
split. 
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OUTLOOK 

The restructure initiatives previously announced for the Homewares Australia and USA divisions are well on track 
and are expected to yield improved trading results, when compared to last year, from the second half of the 
financial year and onwards. 
 
Chairman, Bill Wavish said, “Although reported profits in the December half are below the corresponding period 
last year, albeit slightly better than the 60/40 split previously advised,  we are confident that we have turned the 
corner in Australia, whilst Overseas continues to show significant growth, now representing over one third of 
sales.” 
 
The merging of the Electrical and Homewares businesses is proceeding on track and will be completed by July 
2006. 
 
 
 
For further information, please contact: 
 
Bill Wavish 
Chairman 
(02)  9251 1744 
0411 213 563 
 
Joe Hersch 
Managing Director 
(02) 9384 8100   
   
 
                                               


