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13 November 2018 

Chairman’s Address  

Slide 2  

Good morning ladies and gentlemen and welcome to Breville Group Limited’s 2018 AGM. 

Turn to Slide 3  

The 2018 financial year has delivered another very strong result.  Breville’s business model and 

strategy continues to deliver. 

The transformational strategy being executed by our CEO Jim Clayton has enabled global growth 

under the four-region structure of ANZ, North America, Europe and Rest of the World. 

We have seen significant growth in our unique and innovative global product segment, this 

growth gives us confidence to continue to invest in development and marketing and to pursue 

our position as leaders in innovation. 

Turn to Slide 4 

The Group delivered a 7.7% increase in revenue to $652.3m, with solid revenue growth in the 

core Global Product segment increasing by 12.2% to $526.9m. The Distribution segment revenue 

for the year of $125.5m was 7.8% lower than the previous year; however, EBIT increased 106.1% 

to $13.6m. 

Group EBIT for the year finished at $86.9m, 10% higher than the prior year with Group EBIT 

margins slightly higher at 13.3% compared to 13.0% in the prior year. Net profit after tax 

increased by 8.7% to $58.5m.  

Net cash flow generated from operating activities of $88.7m was 41.5% higher than the $62.7m 

generated in the prior year. This has been achieved by improved operating performance and 

focused inventory reduction.  In line with the Group’s acceleration program, the Group continued 

its investment in capital projects, including product development projects, IT systems and the 

acquisition of Aquaport with cash flows used in investing activities increasing from $19.3m in 

FY17 to $28.5m. Net cash at 30 June 2018 increased to $58.0m.  

Jim will take you through the numbers in more detail, and will update you on the considerable 

progress the team has made during the year facilitated by the Group’s scalable platform. Jim will 

also talk you through the Global segment acceleration program and the successful Distribution 

segment turnaround. 

Turn to Slide 5 

I would like to take a moment to formally thank and acknowledge the efforts of Jim and his 

talented management team, who continue to deliver the roll out of our successful global strategy.  
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I would also like to thank Breville team members around the world for the creative passion and 

energy that they bring to our company. 

On behalf of our suppliers, customers, consumers and of course, our valued shareholders and my 

Board colleagues, I thank you all for your continued support. 

Lastly, thank you all for your attendance this morning and I, together with my Board colleagues, 

look forward to having a chat with you at the conclusion of the meeting. 

Prior to moving to the business of this meeting, I will now handover to our CEO, Jim Clayton to 

present his Review of Operations.  

 

END CHAIRMAN ADDRESS 

 

CEO’s Review of Operations 

Thank you, Steve.  I’d like to welcome everyone to Breville’s AGM.  Thank you for taking the time 

to join us. 

Turn to Slide 7 

Today, I’d like to take you through our FY18 results; show you the new products for the 1HFY19; 

update you on our first brand launch; discuss our activities in Europe; and, give you some visibility 

into the underlying driver behind our Acceleration program.  Before we get started, to the extent 

my discussion includes “forward-looking statements”, I’d like to remind you that such statements 

are based on our current understanding of the overall business environment and that actual 

results may differ materially. 

Turn to Slide 8 

In FY18, we delivered what we set out to accomplish.  Top line revenue grew 8.7% in constant 

currency; EBIT continued its acceleration trend, growing 10.0% up from 7.2% last year, with a 

steady EBIT margin; NPAT increased 8.7%; we increased our dividend 8.2% to 33.0 cents per 

share; our net cash grew to $58.0m; and, we made progress on our business model 

transformation, increasing marketing and R&D spend as a percentage of net sales from 9.5% to 

10.5%. 

Turn to Slide 9 

At the segment level, the Global Product segment grew 13.4% in constant currency, delivering 

$526.9m.  For the Distribution Segment, FY18 was an important year.  After significant efforts 

over the last 2 years, the Distribution Segment’s profitability grew from $6.6m in FY17 to $13.6m 

in FY18.  Profit growth in the Distribution Segment is important because it is used to fund growth-

related projects in the Global Product Segment. 
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Turn to Slide 10 

Disaggregating the Global Product growth, we saw solid performance across all geographies.  

North America led with 16.3%, followed by ROW at 10.7%, and ANZ at 9.1%, all in constant 

currency.  Given that our launch into Germany materially reduced the ROW segment’s year-over-

year growth, the fact that it still delivered 10.7% growth was quite a performance. 

Turn to Slide 11 

Turning to the balance sheet, we saw continued improvement in our inventory efficiency.  This is 

the natural flow through of our sales and operations process as it continues to drive to a new 

equilibrium.  The working capital release, in part, was the release of the working capital we used 

to expand our Nespresso machine partnership into North America at this time last year. 

The increase in intangible assets was driven by our continued investment in R&D, as well as our 

acquisition of Aquaport in August of 2017. 

The final noteworthy balance sheet item is our increase in cash.  In FY18, cash generated from 

operating activities increased to $88.7m from $62.7m in FY17.   

Turn to Slide 12 

We are now at the 3 year mark in our Acceleration Program, which gives us the opportunity to 

assess our accomplishments.  Across the three years, we have grown revenue 23.8%.  This is a 

result of a meaningful remix of segment revenue: the Global Product Segment grew 41.1% while 

the Distribution Segment contracted (18.4%).  But, if you recall, our focus in the Distribution 

Segment is profitability, which has materially improved over this period. 

EBIT growth--the focus of the Acceleration Program--has increased at an accelerating rate, 

starting at (1.2%) in FY15 and ending at 10% growth in FY18.  In addition to EBIT growth, we have 

simultaneously improved our business model.  In FY16, we spent 8.5% of net sales on marketing 

and R&D.  In FY18, we achieved 10.5%.  Our goal, of course, is to achieve a steady state of 12.0%. 

It’s worth noting that we were able to deliver the top line growth, EBIT acceleration and business 

model improvement with less inventory and fewer employees than we started with.  We are 

driving both effectiveness and efficiency at the same time, the result of which is a scalable 

business platform.  This has enabled us to maintain solid ROE and ROA metrics during the 

transition. 

Turn to Slide 13 

Having walked you through the FY18 results, I’d like to show you the products we are launching in 

the 1H FY19. 

Turn to Slide 14 

Across our markets, we will be rolling out our coordinated design and colour palette.  This gives 

retailers unique range presentation opportunities to cross-sell products.  We will offer our 
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products in stainless steel and 4 colours.  We intend to maintain a stable colour selection for 

years to come, enabling our customers to coordinate their benchtop. 

Turn to Slide 15 

We are launching 6 new products in the 1H FY19: 

- The Barista ExpressTM Pro: an updated version of our Barista Express product.  It supports 

our new design language, has improved coffee grinding performance, includes an 

intuitive LCD display, and can heat up in 3 seconds;  

- The Tea MakerTM Compact:  Here, we have taken the amazing innovation in our current 

Tea Maker, and put it in a smaller footprint; 

- The BambinoTM Plus: this is the smallest espresso machine in the market capable of 

delivering the 4 elements of café quality coffee.  It includes our automatic milk 

technology and can heat up in three seconds.  Here’s a short clip we are using as we 

launch the product; 

 

[Play Bambino Clip] 

 

- The Fresh & FuriousTM: This is a replacement blender for our Kinetix Control blender.  It 

has a more powerful motor, delivering the best performance in the market for the price 

point;   

- The Soft Top LuxeTM Kettle Variable Temp:  We have added the variable temperature 

feature set to our already successful Luxe range; and, lastly, 

- The Smart OvenTM Pizzaiolo: This is the only domestic electric pizza maker in the market 

that can replicate the performance of a commercial wood fired oven.  It can cook a 

Neapolitan style pizza in under 2 minutes.  Here is a clip of the product. 

[Play Pizzaiolo Clip] 

As an aside, the Tea MakerTM Compact, the Fresh and FuriousTM, and the Soft Top LuxeTM Variable 

Temp Kettle were all developed using our Offshore Product Development Centre. 

Turn to Slide 16 

I’d now like to talk about our first Brand launch. 

Turn to Slide 17 

For each new product we develop and launch, we use one of three offensive plays:  “Enhanced” is 

the most basic go-to-market package: it includes the digital assets, point of sale material, a sales 

kit, a media / influencer kit, a reviews program, and digital and social assets.  We use “Enhanced” 

for a category extension product, like the Soft Top LuxeTM Variable Temp Kettle. 

A “Priority” launch includes all the elements of “Enhanced” but adds video content, which we use 

for digital campaigns.  A Priority launch may also include targeted search engine marketing.  The 

Bambino Plus is an example of a product falling into this category. 



 

6  
 

 

Lastly, we have a “Brand” launch.  This takes the Priority execution, up-weights the media spend, 

and adds a launch campaign.  This launch approach is reserved for new products that, in addition 

to being a great product, also make a strong brand statement.  The Pizzaiolo is the first product 

receiving Brand launch treatment. 

Turn to Slide 18 

While we launched the Pizzaiolo in October, the launch campaign for this product began 6 

months earlier.  During the “Seed” phase, we let leading Chefs in the US test drive the product.  

This gave us valuable product feedback, and it started the conversation among the influencers 

about our product.  In the “Tease” phase, we presented the product to long-lead time media, and 

launched a microsite, targeted at influencers and early adopters. 

I’d now like to show you a short clip that will give you a feel for our activities during the “Launch” 

phase.   

[Play Brand Launch Clip] 

In the Accelerate phase, we will broaden our partnership with “Slice out Hunger”, continue 

activation with Pizza Chef’s on their book tours, and leverage celebrity opportunities and 

endorsements. 

We are excited about the Pizzaiolo and its potential.  But, we are equally engaged in learning from 

our first brand launch, so we can make improvements for the next one. 

Turn to Slide 19 

Switching gears, I’d now like to update you on our activities in Europe. 

Turn to Slide 20 

As a first step, let me explain the evolution in our strategy and approach to geography.  While 

Breville has been a global company for quite some time, we have evolved our definition of 

“global”.  In FY15, “global” meant we would use a direct go-to-market approach in English 

speaking countries, and use distributors or OEM partners in all other markets.   

 

With our entry into Germany and Austria, this framework no longer holds.  Now, as we evaluate 

our go-to-market strategy, we plan to use a direct model in markets that are large enough to 

support the incremental cost structure to deliver them directly, and we will use distributors in 

markets best served through a local distributor. 

 
Turn to Slide 21 
 
Looking at Europe specifically, in 2013, we entered the UK with the “Sage®” brand.  In 2015-2017, 

we signed a Sage® distributor in the Nordics, and flipped our distributors in the Baltics and 

Eastern Europe from their own brands to Sage®.  In April of 2018, we launched Sage® into 

Germany and Austria, and we expect to do the same in April of 2019 for Benelux and Switzerland.  

All of this activity is keeping us busy for sure.  As we look beyond 2019, we have Portugal, Spain, 
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France, and Italy on the to-do list.  Once Sage® is rolled out across Europe, we will take our new 

“Global” framework and evaluate other geographies. 

 
Turn to Slide 22 
 
Zooming in to our current progress, so far Germany and Austria are on track.  We had a Sage® 

booth at IFA for the first time this year, and we had a very successful show.  We are trading 

through approximately 700 retail outlets, and our products are on the shelf.  Our go-to-market 

offense is in full swing, with in-store installations, demonstrators, digital campaigns and 

promotion events.  We recently launched Creatista® in Austria, and we will launch Creatista® in 

Germany this January.   

 

We will have a better read on our “baseline” performance in Germany and Austria after the 

holiday season.  We are, however, getting indications that we are off to a good start.   

 

For Benelux and Switzerland, the launch project is on schedule.  We expect to go live April 2019.  

We will be launching Creatista® in both regions in the 1H of FY20. 

 

Our territory expansion activities are driving the delivery of two assets that will be relevant to 

future expansion:  Benelux and Switzerland add the language requirements of Dutch, French, and 

Italian.  We are taking this as an opportunity to create common EU-wide packaging and 

documentation for all Sage® products.  This means, from a product perspective, the addition of 

new countries in the EU will require much less effort.  Also, we are outgrowing our initial 

warehouse position, so in the second half of this year, we will be moving to a larger facility.  It’s 

expected that this warehouse should meet our needs for the next 3 years. 

 

Turn to Slide 23 

 

To finish off my presentation, I’d like to show you the driver behind the Acceleration Program.   

 

Turn to Slide 24 

 

Over the last 3 years, I have walked through what we are doing, but I haven’t really talked about 

how we are doing it.  The answer to the “how” is team. 

 

If I back up 3 years, what I saw at Breville was a distinctive product innovation capability.  

Surrounding this product engine was a team with deep expertise in the small domestic appliance 

vertical.  Starting with this solid core, we have been on a deliberate path to add functional 

expertise from verticals outside of SDA. 

 

Our go-to-market team does not come from SDA.  Instead, it comes from verticals where you live 

or die by your ability to sell lifestyle.  Our supply chain team hails from fast moving consumer 

electronics and CPG, where price falls weekly and failure to manage inventory will kill you.  Sales 

execution and customer service includes “big company, big brand” capabilities to help deepen the 

relationships with our retail partners and our consumers.  Product quality has the benefit of 
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German structure and process.  And, our back office has deep, global capabilities built in verticals 

where the particular function plays a crucial role. 

 

Taken as a whole, we have put a global, functional expertise wrapper around a distinctive product 

innovation and execution capability.  This is the driver behind the success we have seen in our 

Acceleration Program.  It is a team I am particularly proud of, and one it is a privilege and a 

pleasure to get to work with every day. 

 

Closing Remarks 

 

In closing, I’d like to thank the Board for their guidance and support as well as the confidence 

they have in the team.  I would also like to thank the entire Breville team for their commitment 

and tenacity.  I am proud of all that we have achieved in the last 3 years, and I am looking forward 

to seeing what we can accomplish together as we continue this journey. 

 

Lastly, I would like to introduce Martin Nicholas, who most recently joined us as our new CFO.  

We are excited to have Martin on our team.  And, I would like to thank Michelle Waters for the 

outstanding performance she delivered as our interim CFO.  In January, Michelle will be moving to 

the US to take up the role of Executive Vice President, Global Finance—North America to facilitate 

our continued transformation of the Finance function. 

 

Thank you again for joining us today. 

 

I will now hand you back to Steve Fisher. 

 

 

Disclaimer 

This Announcement contains certain ‘forward looking statements’. The forward looking 

statements contained in this Announcement are not guarantees of future performance and 

involve known and unknown risks and uncertainties and other factors, many of which are beyond 

the control of Breville, its Directors and management, and involve elements of subjective 

judgement and assumptions as to future events which may or may not be correct. Actual 

performance may differ materially from these forward looking statements. A number of 

important factors could cause actual results or performance to differ materially from the forward 

looking statements. The forward looking statements are based on information available to 

Breville as at the date of this Announcement. Except as required by law, including the ASX Listing 

Rules, Breville undertakes no obligation to provide any additional or updated information, 

whether as a result of new information, future events or results or otherwise.  
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AUDm FY18 FY17 % Chng

Revenue 652.3 605.7 7.7%

EBITDA 100.2 89.8 11.6%

EBIT 86.9 79.0 10.0%

EBIT margin (%) 13.3% 13.0%

NPAT 58.5 53.8 8.7%

Basic EPS (cents) 45.0 41.4 8.7%

ROE
1

(%) 21.6% 21.3%

Dividends per share 
(cents) 33.0 30.5 8.2%

• Interim 16.5 15.5

• Final 16.5 15.0 

Franked (%) 60.0% 60.0%

Net cash ($m) 58.0 41.3

Mkt/R&D % Revenue 10.5% 9.5%
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AUDm

REVENUE EBIT EBIT MARGIN (%)

FY18 FY17 % Chng FY18 FY17 % Chng FY18 FY17

Global Product 526.9 469.6 12.2% 73.3 72.4 1.2% 13.9% 15.4%

% Change CC* 13.4%

Distribution 125.5 136.2 (7.8%) 13.6 6.6 106.1% 10.8% 4.9%

TOTAL 652.3 605.7 7.7% 86.9 79.0 10.0% 13.3% 13.0%

•

•

•

•



10

AUDm
GLOBAL PRODUCT SEGMENT REVENUE

FY18 FY17 % Chng $A % Chng CC*

North America 303.6 265.1 14.5% 16.3%

Australia and

New Zealand 

(ANZ)

123.9 114.1 8.6% 9.1%

Rest of World 99.4 90.4 9.9% 10.7%

TOTAL 526.9 469.6 12.2% 13.4%

•

•

•



AUDm FY18 FY17

Inventory 99.7 116.6

Receivables 104.4 106.4

Trade and other payables (84.6) (94.8)

Working Capital 119.5 128.2

Fixed assets 11.4 10.7

Intangibles 112.6 100.1

Other (liabilities)/assets 

(net)

(18.3) (20.7)

NET ASSETS EMPLOYED 225.2 218.3

(Cash) (net) (58.0) (41.3) 

Shareholders’ equity 283.2 259.6

CAPITAL EMPLOYED 225.2 218.3
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Acceleration Program Scorecard FY15 FY16 FY17 FY18 FY18/FY15

BRG Revenue (AUDm) 527.0 576.6 605.7 652.3 23.8%

Global Segment 373.3 427.2 469.6 526.9 41.1%

Distribution Segment 153.7 149.4 136.2 125.5 (18.4%)

EBIT 69.6 73.7 79.0 86.9 24.9%

EBIT Yr/Yr Growth (1.2%) 5.9% 7.2% 10.0%

Marketing / R&D as % Revenue - 8.5% 9.5% 10.5%

Inventory 108.3 107.7 116.6 99.7 (7.9%)

Inventory as % COS 34.7% 31.7% 32.3% 27.0% (22.2%)

ROE1 21.0% 21.0% 21.3% 21.6%

ROA1 13.4% 13.7% 13.7% 13.6%

Number of employees (yearly average) 450 434 432 445 (1.1%)

EBIT / Employee $154,781 $170,020 $182,712 $195,375 26.3%

•

•

•

•

•
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