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PROFIT ANNOUNCEMENT  
FOR THE HALF YEAR ENDED 31 DECEMBER 2004 

• UNDERLYING PROFIT AFTER TAX UP 6.5% ON UNCHANGED GROUP SALES 

• “BREVILLE” BRAND LEADS GLOBAL “BEST IN CLASS” STRATEGY WITH A 35.2% INCREASE IN 
INTERNATIONAL ELECTRICAL SALES 

• CAPITAL MANAGEMENT FOCUS LIFTS INTERIM DIVIDEND 35.7% 

 
The Board of Housewares International Ltd today announced the financial results of the company for the half 
year ended 31 December 2004. 

SUMMARY 

Half year ended Percentage 
Change 

Up or Down    % 
31/12/2004 

A$m 
31/12/2003 

A$m 
Sales   Down 0.3% 260.0 260.8 
Gross profit Up 6.1% 69.6 65.6 
    (% to sales)    26.8% 25.1% 
Other revenues   1.1 1.5 
Share of Joint Venture net profits   0.7 0.2 
Other costs   (40.9) (38.4) 
    (% to sales)    15.7% 14.7% 
Underlying EBITDA Up 5.8% 30.5 28.9 
    (% to sales)   11.7% 11.1% 
Depreciation & amortisation   (2.7) (2.5) 
Interest (net)   (2.5) (1.9) 
Taxation   (8.0) (8.2) 
Underlying net profit after tax Up 6.5% 17.3 16.3 
    (% to sales)   6.7% 6.2% 
Significant Items (tax effected) (Note 1)   (0.5) - 
Net profit after tax Up 3.5% 16.8 16.3 
    
Weighted average shares on issue (mil)   117.7 115.2 
Underlying earnings per share (cents) Up 4.3% 14.71 14.11 
Basic earnings per share (cents)   14.30 14.11 
Interim dividend per share (cents) Up 35.7% 9.5 7.0 

 
Note 1: 
The pending closure of the Rydalmere warehouse, previously communicated to the market, was finalised during this half.  The net rental 
on the balance of the Rydalmere lease has been expensed in line with accounting standards as a non-recurrent non-cash significant 
item of $1.2 million after tax. The benefits of the Rydalmere closure will be freight savings and supply chain efficiencies and these will 
start to occur towards the end of the financial year. 
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. 
 
Underlying net profit after tax increased by 6.5% from $16.3m to $17.3m. Future growth and improvements 
to the profit margin % will be sought through initiatives being put in place to build gross trading margins and 
reduce costs as a percentage of sales. 
 
The gross profit margin, including the variable costs of bringing the product to market, improved during the 
period by 1.7% from 25.1% to 26.8%. This is being driven by conscious changes in product mix and 
improved margin management strategies, particularly in the Homewares Australia business. 
 
Underlying operating costs increased by 6.5% from $38.4 million to $40.9 million. Opportunities exist to 
deliver operating cost efficiencies over time. 
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SALES AND PROFITABILITY 

Half Year Sales 31/12/2004 31/12/2003 % Movement 
    A$m % Share A$m % Share   
Electrical Australia 136.3 52% 137.4 53% -0.8% 
  Overseas 43.5 17% 32.2 12% 35.2% 
  Total 179.8 69% 169.5 65% 6.1% 
Homewares Australia 58.6 23% 59.7 23% -1.8% 
  Overseas 21.6 8% 31.6 12% -31.6% 
  Total 80.3 31% 91.3 35% -12.1% 
Group Australia 194.9 75% 197.0 76% -1.1% 
  Overseas 65.1 25% 63.8 24% 2.1% 
  Total 260.0 100% 260.8 100% -0.3% 

 
Half Year Underlying  
Profit after Tax 31/12/2004 31/12/2003 % Movement 
 A$m % Share A$m % Share   
By sub-segment split *     
Electrical  15.5 89% 12.0 73% 29.9% 
Homewares  3.9 23% 6.3 39% -38.9% 
Total  19.4 112% 18.3 112% 6.1% 
Less Corporate / Central (2.1) (12)% (2.0) (12)% 2.6% 
Underlying PAT  17.3 100% 16.3 12% 6.5% 
     
By geographic split        
Australia ^  12.3 71% 11.4 70% 7.4% 
Overseas  5.0 29% 4.9 30% 4.4% 
Underlying PAT  17.3 100% 16.3 100% 6.5% 

 
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. 
 
Net group sales for the half year were little changed from the corresponding period last year as a 
consequence of weaker demand in Australia, continued price deflation and reduced sales of “entry price 
point” merchandise. This was partially as a result of an ongoing strategy to avoid turnover that does not 
deliver the required level of profitability. 
 
Price deflation in many of our categories was the combined result of better prices being available 
internationally (notably in China) and the strength of the Australian dollar. Thus, whilst sales were little 
changed, the number of cartons handled rose around 6% for the half year ended 31 December 2004. 
In addition, some larger customers increased their direct importation of mainly entry price point merchandise, 
and in some cases we are assisting in this process with indent services in China.  
 
The increasing importance of our Electrical business, and in particular Breville as a global “best-in-class” 
brand, is evident from the sales and profit summary, with Electrical now accounting for 69% of sales and 
80% of divisional profit after tax. 
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FUNDS EMPLOYED 

Total funds employed (including intangibles) rose from $241 million at 31 December 2003 to $266 million at 
the half year end. Underlying EBITDA return on funds employed for the half year fell marginally from 12.0% 
to 11.5%. This metric is being focused upon, and can be further improved. In particular, the number of days 
inventory cover will improve. 
 
The seasonality in the volume of sales during the Christmas trading period results in a higher level of working 
capital investment at the half year compared to the year end, which consequently results in negative cash 
flows for the first half year. These negative cash flows are favourably reversed in the second half year. 

INTERNATIONAL BRAND DEVELOPMENT  

The progress of Breville as an international brand is evident in Overseas Electrical sales, which grew 35.2% 
in the period and now represents 17% of total sales.  
 
Worldwide, Breville branded sales rose 9.4% to $108.6 million. Breville has long been an Australian icon 
brand, and this acceptance is now accelerating overseas. Breville product listings in the USA have recently 
been increased to include leading retailers such as Bed, Bath and Beyond and Williams & Sonoma.  Further 
penetration is anticipated in North America following the release of the Breville 800 class range at the March 
Chicago Housewares Fair.   
 
For example, the new 800 series citrus juicer, which sells at price points around $200, has already been 
acclaimed as a potential icon that is “best in class” in the global market. Such products are engineered and 
designed in house, and we have significantly increased our investment in this area.  
 
Export markets are also growing and this year Breville designed products will be launched in Russia and 
France. 
 
Homewares sales in the USA declined as a result of intense competition from direct import programs, 
particularly at the price entry level merchandise. The marketing led product development strategy which has 
been successfully completed in Australia has been migrated to the USA. As a consequence, upgraded and 
more innovative branded merchandise will be available for Homewares customers at the Chicago 
Housewares Fair. 

CHINA SOURCING 

Competence in China sourcing is a vital ingredient in the current market, and will be increasingly so in the 
future. Our office in Hong Kong continues to perform well, and our new Shanghai joint venture office is now 
fully operational. 

DIVIDENDS AND CAPITAL MANAGEMENT 

Your Board is well aware that earnings per share (“EPS”) is the primary driver for delivering increased value 
to shareholders. It is also aware that franked dividends also form an important component of total 
shareholder return. Our profits occur more in the first half year with about 70% sourced in Australia.  
 
Available franking credits are in the region of $18.6 million. Previous Board policy has been to distribute 
around half of profits each half year as a fully franked dividend subject to a dividend reinvestment plan 
(“DRP”) at a 2.5% discount. To further enhance total shareholder returns this policy has been changed and 
the company will distribute a higher proportion of earnings as fully franked dividends, to distribute additional 
available franking credits.  
 
Underlying earnings per share is up 4.3% to 14.71 cents per share for the period (last year 14.11 cents per 
share) and a fully franked dividend of 9.5 cents per share (last year 7 cents per share) has been declared. 
The interim dividend will have a record date of 8 March 2005 and will be payable on 23 March 2005. The 
DRP will remain operative at a discount of 2.5%. 
 



 

4 

 
Housewares International Ltd 

A.B.N. 90 086 933 431 

OUTLOOK 

Results in the second half of the financial year will depend upon economic conditions and the extent of 
investment of marketing funds required to support the expansion of overseas electrical sales. Present 
indications are that the second half underlying result is expected to be similar to the corresponding period 
last year. 
 
Looking further ahead, we would expect to see an increasing proportion of our sales, and in turn profits, 
coming from our global Electrical brands. This will require appropriate increased investment in marketing and 
infrastructure in order to strike a balance between sales and profit growth. 
 
The Chairman of HWI, Bill Wavish commented “Whilst the Board is pleased with the international progress of 
Electrical, particularly Breville, and restructuring initiatives completed and still in progress for the homewares 
divisions, tighter controls on costs and funds employed in the slower growth sectors of the business will be 
sought”. 
 
In conclusion, the Managing Director of HWI, Mark Kirkby, said “Despite tough trading conditions and a 
changed business environment, the outstanding efforts of our people have helped deliver a credible result for 
shareholders”. 
 
For further information, please contact: 
 
Mark Kirkby  Gerry Bullon 
Managing Director and Chief Executive Officer  Investor Relations 
03 8698 2800  0418 106 675 
 
                                               


