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For 6 months 1 July – 31 December 2018

Underlying NPAT growth of 7.9%
International EBIT + 14.3% driven by strong growth
in UK and China

Fix, transform and accelerate
Key focus
•

Fix performance in the New Zealand market

•

Transform our core operations and processes through our Fit 4 the Future programme
(FFF) – Simplification, Integration and Automation

•

Accelerate shareholder value and create a more robust business by generating significant
international sales and earnings growth

Progress in this period
•

Fix - Clear evidence of recovery in New Zealand market. Sales were flat in Q2 versus prior
comparative period, flat in Canterbury for the half, and in growth in Auckland, providing
evidence of recovery. Forecasting a return to growth in H2 driven by new product
development (finishes, valving and showering)

•

Transform – FFF plan tracking to target. 100% of profitability plans and 80% of efficiency
plans in execution or completed. One-off FFF costs of $270k in this period

•

Accelerate International sales – International Sales +6.5 %, EBIT +14.3%, with 66% of
Group EBIT now generated in international markets, particularly strong performance in UK
and China
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Executive Summary

for the 6 months ended 31 December 2018
•

Underlying Net Profit After Tax (NPAT) +7.9% versus prior comparative period

•

Underlying EBIT % improved to 10.0% from 9.7%

•

Underlying revenue +3.8% with international sales +6.5%

•

International EBIT improved by 14.3% to 66% of Group
⁻

UK revenue +11.5% and EBIT contribution +43.1%

⁻

China Revenue +201% and EBIT contribution +$313k from breakeven in prior
comparative period

⁻

Australian market revenue -1.8% and EBIT -12.6%, challenging trading last two months
against strong prior comparative period

⁻

Methven brand sales +6.5%

•

New Zealand showing evidence of recovery, with Canterbury flat year-on-year and growth
now forecast in H2

•

Investment in Marketing increased by 6% year-on-year

•

One-off costs (NPAT impact) of $1.0m with transaction costs of $721k

•

Reported NPAT -23.6% due to one-off costs

•

Net Debt increased by $4.9m to $27.7m due to higher inventories
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Underlying Group financial performance
for the 6 months ended 31 December 2018

•

Revenue +3.8%, with strong performance in UK and China offsetting recovering NZ
market and soft Australian performance in December (-A$1m)

•

EBIT improved by $335k or 6.5% as gross margin benefits from higher sales fell
through

•

NPAT +7.9%, with strong contribution from UK and China
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One-off costs

•

One-off costs of $1m versus prior comparative period

•

Transaction costs total $721k

•

Legal and share scheme costs total $205k

•

H1 IFRS adjustment (IFRS 15 and revenue cut-off impact) of $82k
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Reported Group financial performance
for the 6 months ended 31 December 2018

•

Sales improved by 3.4%

•

EBIT decline of -12.5% is mainly due to one-off costs of $977k

•

Net debt increase – primarily due to increased inventory to support continuity of
supply in case of disruption caused by BREXIT, preparation for Chinese New Year,
and New Product Development (NPD). Underlying inventories were higher than
planned, but are forecast to recover by full year
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Reported Group financial performance
as at 31 December 2018

Net Debt

•

Net Debt increased to $27.7m, or
$4.9m

•

Inventory increases of $4.9m major
driver

•

Main drivers of inventory increase

•

⁻

to ensure continuity of supply in
the UK (BREXIT)

⁻

Preparation for Chinese New
Year

⁻

NPD

Capex investment in NPD and PVD
manufacturing capability in Auckland
⁻
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This gives us the benefit to add
different coloured finishes (PVD)
close to market and gives strong
competitive advantage

Capex
•
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Cashflows relating to Capex grew
half-on-half by $1.45m as the
business invested for future
growth in the following key
areas:
⁻

plant and machinery to
support new product
development (PVD)

⁻

enhancing manufacturing
efficiency and automation

⁻

continued investment in
revenue generating
Methven IP through patents
and trademarks

⁻

developing IT systems
under our FFF programme

Methven/GWA Scheme of Arrangement
- Offer Summary
•

On 14 December 2018, Scheme of Arrangement announced between Methven and GWA
Group

•

GWA Group is a leading Australian designer, importer and distributor of iconic brands
across Australia and New Zealand. GWA Group is listed on the Australian Stock Exchange
(ASX) and has been operational in the New Zealand market for more than 40 years

•

Methven and GWA are strategically and culturally complementary, operating in similar
product categories, but with different expertise (Methven showers, taps and valves, GWA
sanitaryware), with similar growth aspirations and aligned values

•

Scheme Implementation Agreement values Methven at $118m

•

Total value to Methven shareholders is $1.60 per share

•

In addition, Methven negotiated the ability to pay an interim dividend of up to 5.0 cps

•

Scheme is subject to shareholder and court approval

•

Methven’s Independent Directors unanimously recommended the offer, subject to no
superior proposal arising, and Grant Samuel’s independent adviser report concluding the
offer price is at the top of its valuation range

•

Jomac Place (Methven’s current HQ) would become the innovation hub for showers and
taps for the enlarged group

•

Irrevocable undertaking to vote in favour of the scheme provided by 19.9% shareholder,
Lindsay Investment Trust, subject to there being no superior proposal
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Methven/GWA Scheme of Arrangement
- Offer Summary (cont’d)
•

The value to Methven shareholders represents
⁻

EV/EBIT multiple of 13.5x (for 12 months ending 30 June 2018)

⁻

39% premium on closing price on last day of trading before transaction announced,
and prices in future growth opportunities for Methven shareholders

⁻

50% premium to volume weighted average price for 12 months to 13 December 2018

⁻

a value higher than Methven’s share price at any time in last 7 years

•

Shareholders to vote on the transaction at Special Shareholder Meeting to be held on
12 March 2019

•

Scheme requires approval of both
(i)

75% of all votes cast by shareholders in each interest class; and

(ii)

50% of the total voting rights attaching to Methven shares (whether or not voted)
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Methven/GWA Scheme of Arrangement
- Key dates

Key dates
First court approval

7 February 2019

OIO approval

26 February 2019

Shareholder vote

12 March 2019

Second Court hearing *

27 March 2019

Implementation date *

10 April 2019

* Approximate dates and subject to shareholder approval
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Dividend
•

As part of the scheme agreement with GWA, we (Methven) negotiated
the ability to pay an interim dividend of up to 5.0 cps from H1 profits
excluding transaction costs

•

Given the proposed GWA transaction, we are aiming to align the
dividend payment with any potential share sale proceeds if our
shareholders vote in favour of the Scheme

•

The Directors will declare the interim dividend, record date, payment
date, and issue an Appendix 7 to market participants after the
shareholder vote on 12 March.

•

The gross interim dividend is expected to be 4.69 cents per share
including an expected imputation of 14.7%

•

Irrespective of the outcome of the shareholder vote, the dividend is
expected to be paid on or around 10 April
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Dividends
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•

Final gross interim
dividend of 4.69 cps is
expected to be paid on
or around 10 April 2019

•

Partially imputed to
14.7% or 0.69 cps

•

Gross dividend +17%
versus prior comparative
period

Markets

International share
International Sales HY15

International EBIT HY15

International Sales HY19

International EBIT HY19
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•

International share
of Sales up from
65% to 72%
2015-2018 – trend
forecast to continue

•

Underlying
International share
of EBIT up from
35% to 66%
2015-2018

International sales
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•

International sales grew
6.5% in HY19 year-on-year

•

CAGR 5.5% HY15 to HY19

•

CAGR 10.5% HY17 to HY19

•

New markets and strong
growth in Asia expected to
further accelerate
International performance
in H2 and FY20

International earnings
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•

International strategy
makes earnings more
resilient

•

International EBIT grew
14.3% in HY19

•

CAGR 20.7%
HY15 to HY19

International segment
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•

International sales
grew 6.5% in HY19
year-on-year

•

EBIT +14.3% versus
prior comparative
period, with EBIT %
up 0.6 ppts

Market review – AU

•

Net Sales -A$384k or -1.8% primarily as a result of a weak December (-A$1m)

•

A$1m of the December performance deficit due to absence of significant order
from large customer versus prior comparative period

•

Incremental Opex investment of A$280k to support second half growth
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Market review – UK

•

Very strong performance, with sales +11.5% versus prior comparative period,
resulting in UK market share growth across tap and shower categories

•

Growth drivers - new distribution and NPD launches

•

All trade sectors reporting growth versus prior comparative period

•

Opex under tight control

•

EBIT increased by 43.1% to £435k

•

EBIT % increased to 5.9% as Gross margin flows through
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Market review – China

•

Revenue +201% as half year sales and EBIT exceed full year FY18

•

On target for 80 retail showrooms this financial year

•

Good progress in projects with very strong project pipeline

•

EBIT improved by $313k versus prior comparative period, ahead of our business
model expectations, as margin benefits flow through

•

EBIT % at 21% extremely encouraging and the best in the group

•

The exponential growth of both sales and EBIT further proves our business model
effectiveness for the continued growth in Asia

•

New markets expected to further support Asia growth in H2 and FY20
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Market review – NZ

•

Sales declined -$602k. Slower tapware sales remained the major reason for
negative deviation versus prior comparative period

•

Sales were flat in Q2 versus prior comparative period, flat in Canterbury for the half,
and in growth in Auckland, providing evidence of recovery

•

EBIT decline is a direct impact of sales shortfall

•

Growth is expected to return in the second half, with significant innovation planned
for launch
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Group Operations segment
(including NZ and China manufacturing)

•

EBIT -$840k entirely due to one-off costs (refer Slide 6) flowing through this
segment

•

Excluding impact of one-off costs and the positive impact of China market
performance, EBIT improved by $50k
⁻

Encouraging performance in Heshan and NZ factory due to ongoing FFF activity
starting to positively impact margins
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Summary
• Underlying Net Profit up 7.9%
• Reported NPAT includes $1m of one-off costs
• Strong international earnings continue, with a 4 year EBIT CAGR of
21%
• China market showing significant profitable potential, with sales
+201% in this period
• NZ market recovering, with growth forecast in second half
• Anticipated gross interim dividend of 4.69 cps
• Methven-GWA transaction
⁻ OIO consent granted
⁻ Shareholder vote on 12 March
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