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PROFIT ANNOUNCEMENT  
FOR THE YEAR ENDED 30 JUNE 2005 

 SALES OF $441.0 MIL – DOWN 3.6% 
 UNDERLYING EBIT $29.3 MIL – DOWN 25.5% 
 UNDERLYING PROFIT AFTER TAX $18.1 MIL – DOWN 24.1% 
 SIGNIFICANT ONE TIME ITEMS - $4.9 MIL CHARGE (AFTER TAX) 
 NET PROFIT AFTER TAX AND SIGNIFICANT ITEMS $13.2 MIL – DOWN $9.7 MIL 
 UNDERLYING EPS – 15.3 CENTS (2004: 20.6 CENTS)  
 DIVIDEND PER SHARE - 13.0 CENTS  (2004: 10.5 CENTS) 

 
The Board of Housewares International Ltd today announced the financial results of the company for the 
financial year ended 30 June 2005. 

SUMMARY 
 
Year ended Percentage 

Change 
Up or Down    % 

30/06/2005 
A$m 

30/06/2004 
A$m 

Sales   Down 3.6% 441.0 457.6 
Gross profit Down 4.1% 113.5 118.4 
    (% to sales)    25.7% 25.9% 
Underlying EBIT Down 25.5% 29.3 39.3 
    (% to sales)   6.7% 8.6% 
Underlying net profit after tax Down 24.1% 18.1 23.9 
    (% to sales)   4.1% 5.2% 
Significant Items (tax effected) (Note 1)   (4.9) (1.0) 
Net profit after tax   13.2 22.9 
    
Underlying earnings per share (cents) Down 25.7% 15.3 20.6 
Basic earnings per share (cents)   11.2 19.7 
Dividend per share (cents) Up 23.8% 13.0 10.5 

 
Note 1: 
The pending closure of the Rydalmere warehouse, previously communicated to the market, was finalised during the year.  The net 
rental on the balance of the Rydalmere lease has been expensed in line with accounting guidance as a non-recurrent non-cash 
significant item of $1.2 million after tax 
Income tax adjustments relating to prior financial periods have reduced the current period’s income tax expense by $0.7m. This 
adjustment has been separately identified as a significant item. 
Homewares Division restructure costs, previously communicated to the market, were incurred during the year.  The total cost of $4.4m 
after tax includes inventory write-downs and redundancy costs.  
 

DIVISIONAL PERFORMANCE 

 OVERSEAS BUSINESS UNITS – 26% OF SALES 
 GLOBAL ELECTRICAL – 70% OF SALES 
 GLOBAL ELECTRICAL UNDERLYING PROFIT IMPROVEMENT OF 15.6% TO $20.7M DUE 

TO STRONG DEMAND FOR INNOVATIVE “BEST OF CLASS” PRODUCTS. 
 GLOBAL HOMEWARES UNDERLYING PROFIT OF $2.9M FOLLOWS RESTRUCTURE 

AND WEAK SECOND HALF IN AUSTRALIA. 
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SALES AND PROFITABILITY  
 
Sales 30/06/2005 30/06/2004 % Movement 
    A$m % Share A$m % Share   
Electrical Australia 227.7 52% 238.4 52% -4.5% 
  Overseas 80.1 18% 57.9 13% 38.3% 
  Total 307.8 70% 296.3 65% 3.9% 
Homewares Australia 95.6 22% 113.1 25% -15.5% 
  Overseas 37.6 8% 48.2 10% -22.0% 
  Total 133.2 30% 161.3 35% -17.4% 
Group Australia 323.3 74% 351.5 77% -8.0% 
  Overseas 117.7 26% 106.1 23% 10.9% 
  Total 441.0 100% 457.6 100% -3.6% 

 
Underlying  
Profit after Tax 30/06/2005 30/06/2004 % Movement 
 A$m % Share A$m % Share   
By sub-segment split    
Electrical  20.7 88% 17.9 61% 15.6% 
Homewares  2.9 12% 11.3 39% -74.3% 
Total  23.6 100% 29.2 100% -19.2% 
Less Corporate (5.5)  (5.3)  -3.8% 
Underlying PAT  18.1  23.9  -24.1% 
By geographic split        
Australia   15.6 66% 21.1 72% -26.0% 
Overseas  8.0 34% 8.1 28% -0.1% 
Total  23.6 100% 29.2 100% -19.2% 
Less Corporate (5.5)  (5.3)  -3.8% 
Underlying PAT  18.1  23.9  -24.1% 

 
 

HOMEWARES RESTRUCTURE 
 ON PLAN 
 ANNOUNCED IN APRIL 2005 – $5.6 MIL CHARGE FOR REDUNDANCIES AND INVENTORY 

REDUCTION 
 REDUNDANCIES CASH COST $2.0 MIL PRACTICALLY COMPLETE 
 AUSTRALIAN INVENTORY REDUCTION NON-CASH COST $4.0 MIL – SKU REDUCTION AND 

INVENTORY RUN-OUT ON OR AHEAD OF PLAN 
 OVERSEAS INVENTORY REDUCTION NON-CASH COST $0.6 MIL – SKU REDUCTION AND 

INVENTORY RUN-OUT AHEAD OF PLAN 
 

MARKETING PROGRESS 
USA 

 BREVILLE BRAND GAINING IN ACCEPTANCE 
 SIGNIFICANT LISTINGS ACHIEVED 
 800 CLASS A WINNER 

 
AUSTRALIA 

 IMMINENT LAUNCH OF BREVILLE BRANDED CO-ORDINATED HOMEWARES/ELECTRICAL 
OFFER 

 NATIONAL LAUNCH OF SENSEO” COFFEE POD SYSTEM IN CONJUNCTION WITH DOUWE 
EGDERTS 
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FY 2006 OUTLOOK 
 SALES GROWTH – SINGLE DIGIT 
 UNDERLYING NET PROFIT GROWTH DOUBLE DIGIT TO $20½ MIL  TO $22½ MIL  
 OVERSEAS SALES AND PROFITS INCREASING PROPORTION OF GROUP  
 AUSTRALIAN ELECTRICAL – SALES FLAT IN TOUGH MARKET 
 AUSTRALIAN HOMEWARES – SALES DOWN DUE TO EXITING CATEGORIES BUT PROFITS 

ANTCIPATED TO INCREASE SIGNIFICANTLY FROM LOW BASE 
 OVERSEAS HOMEWARES – SALES UP DOUBLE DIGIT 
 OVERSEAS ELECTRICAL – SALES UP DOUBLE DIGIT 

Restructure of Homewares 
 
The year to June 2005 was a difficult year in Australia for both Housewares International and the industry in 
general.  Consumers reined in spending as a result of higher interest rates and higher petrol prices, and 
retailers sought to purchase more product direct from expanded factory capacity in China at deflating prices. 
The importance of differentiated branded products increased. 
 
By April 2005, it became apparent that, in order to deal with these events, our Australian Homewares 
business needed a significant overhaul. A one-time charge of $5.6 mil was announced to allow inventory and 
staff reductions. The program will see the product (sku) count reduced by half (15% of identified skus exited), 
the customer count reduced by 40% (90% of identified accounts closed), the supplier factory count reduced 
by 30% (30% of factory rationalisation program achieved), and staff numbers reduced by 20% (practically 
complete). The inventory reduction has allowed notice to be given to exit later this year one warehouse used 
for outside storage, with appropriate cost savings.  
 
The overall restructure program is on plan, with all components either on or ahead of plan. The program was 
originally expected to take between 12 and 18 months to be fully implemented, and we continue to anticipate 
this timing.  
 
When complete, we will have a stronger, more streamlined business. It is anticipated that there will be a 15% 
reduction in Australian Homewares sales, the gross profit rate will rise, and pre-tax profits will increase by at 
least $1.3 – $1.8 mil in FY06 and $3.8 – $4.3 mil in FY07 as a result of the restructure. That is not to say that 
other sales initiatives will not increase sales; indeed the Breville branded homewares project to be launched 
with a key Australian retailer in coming weeks is an example of such a homewares initiative.  Further, the 
Sabco business is expected to produce stronger results under the guidance of respected industry leader, 
Jeff Kelso, who is joining the business in September. 
 
In addition, a smaller similar exercise was undertaken in our USA Homewares business at a cost of $0.6 mil. 
This program is ahead of plan. 
 
As part of these changes, Bill Wavish took over as temporary Executive Chairman on a part-time basis in 
Sydney with a focus on driving this program for its anticipated 12 to 18 month duration. 
 
Executive Director, Joe Hersch continues to lead the dominant global Electrical Division (70% of sales; 87% 
of profits) from Sydney, as well as overseeing brand and new product development for the whole company. 
Executive Director, Mark Kirkby leads the global Homewares Division and Group Administration from 
Melbourne, and Jeff Kelso will lead Sabco from Melbourne.  
 
Over recent months senior sales and marketing management of the Australian Homewares Division has 
been based at Botany in Sydney, alongside both the Australian Electrical Division and the vital product 
development teams.   
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Results for the year 
Homewares 
Australia 

 Sales of $95.6m down 15.5% on prior year, represents 22% of group sales. 
 
As discussed above, the business suffered under lower demand from retailers for undifferentiated product 
that they could source direct in China, the cost pressures associated with this, and poor sales generally by 
retailers. In addition various housekeeping matters were addressed during the year, product development 
focus increased, improved marketing concepts developed, and the sales team changed, reinvigorated and 
made more professional.  
 
In the first half year, sales fell 1.8%; but a marked market deterioration in the second half, together with the 
effects of the implementation of the restructure, led to sales down 15.5% for the full year. This entirely 
accounted for the Group’s profit shortfall in the second half year.  
 
Overseas 

 Sales of $37.6m down 22.0% on prior year, represents 8% of group sales. 
 
This business is largely based in the USA selling to mid and lower sector retail clients. In the first half sales 
declined 31.6%, but following changes to the sales team and product sourcing, the second half decline 
dropped to 3.0%, resulting in a full year sales decline of 22.0%. 
 

Electrical 
Australia 

 Sales of $227.7m down 4.5% on prior year, represents 52% of group sales. 
 
Led by the Breville, Kambrook and Philips brands, our business faced more difficult trading conditions in the 
second half year, in sympathy with trading of its retail customers.   
 
Overseas  

 Sales of $80.1m up 38.3% on prior year, represents 18% of group sales. 
 New Zealand sales up 25% 

• New Zealand turned in a strong performance in a very competitive market. 
 Export sales up 28% 

• Breville’s export business has continued to grow strongly with new markets opened in Russia and 
France. 

 USA Sales more than doubled on last year reaching A$16.8m. 
• Breville “Best of Class” designed products have been very well received in the United States 

market, where the Breville brand is growing in acceptance as an “upscale brand”. 
• Significant listings have been secured from leading retailers such as Federated Stores 

(Macys/Bloomingdales). Williams and Sonoma and Bed Bath and Beyond. 
• By Christmas, Breville’s four 800 Class products will be available in this market and a significant lift 

in sales is expected. 
 

Group 
 Sales of $441.0m down 3.6% on prior year. 
 Underlying Profits of $18.1m down 24.1% on prior year 

 
Obviously, your Board and Management are very disappointed with this result. The result fell short of 
expectations due to the Australian Homewares business. Major changes have been undertaken in the 
business over the last six months, and already a new sense of clarity and purpose is permeating through the 
business. 
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As foreshadowed in April, Directors have declared a fully franked final dividend of 3.5 cents, giving a full year 
dividend of 13 cents (2004: 10.5 cents), fully franked. This is a high proportion of 15.3 cents underlying EPS, 
and is in excess of the basic EPS of 11.2 cents and indicates that the Directors have confidence in the 
recovery and underlying strength of the business. The dividend reinvestment plan will continue to be 
available at a discount of 2.5%. 
 

FY 2006 and the Future 
 
The Board and Management see 2005 as being a turning point for the company. With 26% of sales and 34% 
of profits already coming from outside Australia, these proportions are expected to increase in FY06 and 
coming years. The team sees its key competencies as being: 

 the ability to design and develop new and innovative products for a global market 
 global brand management 
 the ability to build sustainable relationships and partnerships with the major retailers in Australia and 

globally 
 the ability to source efficiently and effectively in China 

 
The design team is based at Botany in Sydney with input from executives in North America and a sub-team 
to be based in China. The international accolades for and success of the Breville 800 series demonstrates 
that our team is capable of delivering such innovation. We now must continuously develop innovative product 
to build upon this momentum.  
 
Breville is being increasingly recognised as a major upmarket global brand, especially by leading retailers in 
USA such as Williams & Sonoma and now America’s largest department store chain, Federated May. The 
opportunities we are receiving will continue to dictate significant brand marketing expenditure, but not at a 
disproportionate cost to profits. 
 
Our teams in Hong Kong and Shanghai execute sourcing, quality control and supply chain co-ordination in 
an efficient and cost effective manner. As these teams expand and become more sophisticated, and quality 
and reliability become as important as price, we expect to deal with a smaller number of quality factory 
partnerships. 
 
Homewares  
Australia  

 Sales will decline as a result of the product rationalisation plan referred to previously.  Profits are 
anticipated to increase significantly from a low base. 

 
Overseas 

 Sales are budgeted to increase double digit in a reversal of the weakness in the first half of FY05.  
 
Global  

 Profits are expected to rebound significantly. 
 
Electrical  
Australia 

 We do not see an early reversal of the difficult retail market conditions experienced to date in calendar 
2005, with flat sales anticipated.   

 
Overseas   

 Continuing the momentum of FY05, it is anticipated that sales will grow double digit. 
 
Global 

 Profits expected to grow single digit. 
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Overall 
It is anticipated, subject to market conditions referred to above, that FY06 sales will grow single digit, and 
underlying profits will grow to deliver net profit after tax in the region of $20½m to $22½ m.  On this basis it is 
anticipated that the dividend payout ratio will approximate 75% of earnings.  A further update will be given at 
the shareholders’ meeting on 24 November 2005. 
  
In the first eight weeks of the new financial year, results have been in line with budgets. 
 
 
 
 
 
 
W P R Wavish 
Executive Chairman  
 
(02) 9251 1744 


