
 

 

22 June 2016 
 
 
The Manager 
Company Announcements Office 
Australian Securities Exchange 
 
 
 
Dear Sir, 
 
PRESENTATION TO BE GIVEN AT STRATEGY BRIEFING DAY - SYDNEY 
 
Following is a presentation that is to be given today at a Strategy Briefing Day in Sydney which is 
scheduled to commence at 6:30am AWST / 8:30am AEST. 
 
This briefing will be webcast and can be accessed at www.wesfarmers.com.au. 
 
Yours faithfully, 
 

 
 

L J KENYON 
COMPANY SECRETARY 
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D
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G
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O
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R
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R
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anaging D
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odel

2016 Strategy B
riefing D

ay | 4
G
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Robust financial 
capacity

Superior people 
resources

Strong corporate 
infrastructure

A portfolio of quality businesses

Value adding transactions

Inputs

Superior long-term
 

financial 
perform

ance

O
utputsA strong 
sustainable future

Value creating business m
odel



R
obust financial capacity 

2016 Strategy B
riefing D

ay | 5

•
C

ash flow
 generation 

–
C

ash generative portfolio

–
W

orking capital efficiencies

–
D

isciplined capital expenditure
FY16f net capex $1.3b to $1.4b

•
Strong balance sheet
–

Access to diverse debt m
arkets

–
Lim

it debt m
aturities in any given year

–
Strong credit rating m

etrics 

»
M

oody’s: A3 (stable outlook)
»

S&P: A-(negative outlook) 

•
N

et debt of $6.3b
2as at 31 M

ay 2016

•
FY16f cost of debt c. 4.4%

 versus 5.5%
 in FY15

1Adjusted for N
TIs
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Finance costs [LH
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W
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H

S]
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Finance costs &

 
w

eighted
average cost of debt
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1H
16

C
um

ulative operating cash flow
 [LH

S]
C

um
ulative cash realisation ratio [R

H
S]¹

$b
%

C
um

ulative cash realisation

2 Includes financial services liabilities of $805m
 w

hich are fully offset by credit card receivables & the benefit of $656m
 of cross currency sw

aps
G

roup O
verview



Superior people resources
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•
Ability to attract, m

otivate & retain high calibre 
talent

•
H

igh-perform
ance culture & strong focus on team

 
m

em
ber developm

ent

•
Ability to fill key roles w

ith G
roup talent

•
C

ontinued focus on diversity

–
O

ver 3,200
1Indigenous em

ployees
(c. 20%

 increase on FY15) 

–
G

row
ing representation of w

om
en in 

leadership positions

•
Significant im

provem
ents in safety perform

ance 
across the G

roup

2C
om

parison based on R
12 LTIFR

 as at M
arch 2010

& M
arch 2016

10 12 14 16

5 6 7 8 9

FY10
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FY14
FY15

%

W
ages [LH

S]
W

ages portion of revenue [R
H

S]

W
ages, salaries &

 other benefits
$b0 2 4 6 8 10 12 14

Coles

Bunnings

Kmart

Target

Officeworks

WesCEF

Curragh

Industrial &
Safety

2010
2016

Losttim
e injury frequency rate

(R12) 2

1 As at M
arch 2016

G
roup O

verview



Strong corporate infrastructure
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C
ore values

Integrity
O

penness
Boldness

Accountability

W
esfarm

ers’ core values underpin key corporate system
s, processes & initiatives:

•
Lean corporate office

•
D

ivisional boards
•

G
roup w

ide planning, budgeting & m
onitoring processes

•
Executive talent developm

ent & key role succession planning
•

Strong governance: centralised statutory accounting, tax, legal, treasury & investor relations
•

Business developm
ent team

: evaluation of value adding transactions & significant capex

Strong corporate infrastructure

G
roup O

verview



Value creating business m
odel

Long history of value adding transactions
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1984
1988

1992
1996

2000
2004

2008
2012

2016

C
SBP

Acquisitions

D
ivestm

ents

D
algety

Bunnings

C
urragh

Aust 
R

ailroad 
G

roup

H
ow

ard 
Sm

ith

G
irrah 
coal Lum

ley
Finance 
Aust & 

N
Z

Landm
ark

Aust. 
R

ailroad 
G

roup

O
AM

PS

C
oregas

C
oles G

roup

Australian 
Vinyls

Engen

Prem
ier 

C
oal

ALW
A

Insurance 
underw

riting 

W
estern 

C
ollieries

Bengalla 
deposit

M
D

L
162

IAM
A

W
orkw

ear 
G

roup

Q
uadrant 
Energy

H
om

ebase

Insurance 
broking & 
prem

ium
 

funding 
0

0.2

0.4

0.6

0.8

1.0

1.2

1.4

1.6

1.8

2.0

G
roup transaction activity

(inflation adjusted transaction size)
$2b pre-tax gain on divestm

ents

Insurance 
broking & 
prem

ium
 funding

Insurance 
underw

riting

ALW
A

Prem
ier C

oal

Landm
ark

Australian 
R

ailroad G
roup

G
irrah

coal

Engen

G
roup O

verview

$b
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Acquisitions

Divestm
ents

Pre-2001
businesses

EBIT ($b)

Value creating business m
odel

G
row

th through disciplined acquisitions 
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G

roup O
verview



0 2 4 6 8 10 12 14 16

G
ross capex

Property
disposals

N
et capex

D
&A

N
et capex

less D
&A

C
oles

H
om

e Im
provem

ent
O

ther

$b
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Value creating business m
odel

G
row

th through strong operations & disciplined investm
ent

Return on capital em
ployed (R12)

Cum
ulative deploym

ent of capital (FY10 –
1H16)

0 2 4 6 8 10 12 14

24 25 26 27 28 29 30 31 32

FY10
FY11

FY12
FY13

FY14
FY15

1H
16

%
$b

Thousands

C
apital Em

ployed [LH
S]

R
O

C
 [R

H
S]

G
roup O

verview

•
EBIT + 32%

•
C

apital Em
ployed

+ 3%
•

R
O

C
 +

290bps
•

83%
 of grow

th capex
spent on grow

ing 
C

oles & Bunnings

R
12 R

O
C

 excluding
goodw

ill as at 1H
16 

•
C

oles: 30%
•

Bunnings: 49%
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1 Assum
es 100%

 dividend reinvestm
ent on the ex-dividend date & full participation in capital m

anagem
ent initiatives e.g. rights issues, share buybacks. As at 31 M

ay 2016
Source: Annual report & IR

ESS

0

5,000

10,000

15,000

20,000

25,000

30,000

35,000

TSR
 since N

ovem
ber 1984:

W
esfarm

ers: 19.7%
 (C

AG
R

)
All O

rdinaries Accum
ulation Index: 10.8%

 (C
AG

R
)

W
ES TSR

 (since listing)
All O

rdinaries Accum
ulation Index

TSR
 Index

(N
ovem

ber 1984 =
100)

Total Shareholder Return
1

Superior long-term
 financial perform

ance
Above m

arket returns

G
roup O

verview
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Superior long-term
 financial perform

ance
Strong history of shareholder distributions

•
D

eliver grow
ing dividends over tim

e, subject to:

–
C

urrent earnings 

–
Franking credit availability

–
C

urrent liquidity position & credit rating

–
O

utlook & future cash flow
 requirem

ents

•
$14.1b in dividend paym

ents & capital 
m

anagem
ent distributions since FY10

–
Includes $2.6b of capital m

anagem
ent for 

G
roup’s dividend investm

ent & em
ployee 

share plans

0 4 8 12 16

FY10
FY11

FY12
FY13

FY14
FY15

1H
16

D
ividends

C
apital m

anagem
ent

C
apital return

D
istributions &

 capital m
anagem

ent¹
$b

0.91
0.89

0.85
0.77

0.70
0.65

0.55
0.50

1.11
1.05

1.03
0.95

0.85
0.70

0.60

0.10

1.00

0.50
2.00

3.00

2.30

1.65
1.50

1.25
1.10

0.00

0.50

1.00

1.50

2.00

2.50

3.00

1H
16

FY15
FY14

FY13
FY12

FY11
FY10

FY09

Interim
 dividend

Final dividend
Special dividend

C
apital return

Shareholderdistributions (declared)
$/share

¹ C
apital m

anagem
ent includes the neutralisation of the D

ividend Investm
ent & 

Em
ployee Share Plans through on-m

arket share purchases 
G

roup O
verview
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Strong value creation for all stakeholders

A strong sustainable future

•
Significant direct em

ployer 
•

Significant indirect em
ployer (supplier paym

ents)
•

Strong business reinvestm
ent (capital expenditure)

•
D

irect &
indirect com

m
unity contributions

•
Australian shareholders

Suppliers & Services: $46b

Em
ployees: $8bD

&A: $1b

R
ent: $3b

EBIT: $4b

Shareholders: $2.2b

G
overnm

ent: $1.0b
(taxes)Lenders: $0.3b

(interest costs)

220,000
1

$46b
$2.2b

$103m
80%

FY15

FY15

G
roup O

verview

1As at 31 M
ay 2016



Q
&

A -W
esfarm

ers G
roup 

R
ichard G

oyder
M

anaging D
irector, W

esfarm
ers Lim

ited 



C
oles

John D
urkan

M
anaging D

irector, C
oles



O
ur grow

th strategy

2016 Strategy B
riefing D

ay | 16
Coles



Progress this year
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N
ote: YTD

 financial m
easures are as at M

arch 2016

•
D

ouble-digit volum
e grow

th in produce
•

Fresh participation increased 85bps

•
14 new

 & 7 closed superm
arkets YTD

•
26 superm

arket renew
als YTD

•
M

aintained focus on quality space

•
800 SKU

s m
oved to stockless supply 

channels
•

D
elivery In-Full, O

n-Tim
e has 

im
proved m

ore than 100bps YTD
•

C
ustom

er-led range sim
plification

•
120 Liquorland renew

als YTD
•

Strong transaction grow
th continues

•
R

eturn to positive com
p sales grow

th

•
~25%

 C
oles O

nline sales grow
th 

•
Launched a stand-alone C

oles 
O

nline store
•

~5%
 m

ore active flybuys
households

•
C

EXP shop sales rem
ain in strong 

grow
th at 12%

 YTD
 

•
C

ontinue to build trusted value
•

N
ow

 over 2,600 products on 
‘Every D

ay’ value
•

1.4%
 YTD

 F&L deflation

•
A graduate program

 w
ith 357 

participants currently
•

M
ore than 800 retail leaders, of 

w
hich 48%

 are fem
ale

•
4.5%

 of our hires are Indigenous 
team

 m
em

bers



B
ut there rem

ains m
uch m

ore to do
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W
orld class

W
eak

Average



K
ey opportunities for progress
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•
Step change quality & freshness

•
Ensure the right offer in every store

•
Even deeper supplier collaboration

•
2 -3%

 p.a. net selling space grow
th

•
Strict return on capital focus

•
Bigger, better renew

als
•

C
ontinue to trial new

 concepts

•
Im

prove long-term
, end-to-end 

planning
•

Sim
pler trading term

s
•

C
ontinual process sim

plification

•
R

em
ain custom

er-led alw
ays

•
Accelerate Liquorland renew

als
•

Im
prove overall profitability

•
First C

hoice rem
ains an opportunity

•
H

ire & develop the best talent
•

Build a culture & capabilities in-store 
to delight our custom

ers

•
C

ontinued grow
th in convenience

•
D

eliver a w
orld class custom

er 
experience for C

oles O
nline

•
Better position flybuys as an enabler 
of custom

er value
•

Financial services grow
th aligned to 

our value proposition

•
C

ontinue custom
er-led price 

investm
ent

•
Service that custom

ers truly value
•

U
ncom

prom
ising quality & availability 



Focus on freshness
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Fresh food at great prices

Longer & deeper 
supplier relationships

Alw
ays available

Focus on quality 
& freshness

Invest in team
 m

em
ber 

craftskills &
service

N
ew

 concepts & form
ats delivering 

a better experience



D
eeper supplier relationships

2016 Strategy B
riefing D

ay | 21
Coles

[
V
i
d
e
o
 

c
o
n
t
e
n
t
]



Focus on freshness
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•
Focus rem

ains on providing exceptional quality fresh 
food, w

hich is alw
ays available at great prices

•
C

ustom
ers continue to respond to our fresh food focus 

w
ith volum

e grow
th consistently at ~10%

•
D

eflation in produce has increased through 2H
16 due to 

increased supply, leading to higher food deflation in 4Q
16

•
C

ontinued investm
ent in our fresh offer to drive better 

service, availability & quality for custom
ers

•
C

ontinued grow
th in fresh penetration rem

ains a big 
opportunity for C

oles over the long term

Fresh produce deflation &
 volum

e 
grow

th

-10%
-8%
-6%
-4%
-2% 0% 2% 4% 6% 8%
10%
12%

D
eflation

Volum
e grow

th



Exceptional quality fresh food alw
ays available at low

 prices
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[
V
i
d
e
o
 

c
o
n
t
e
n
t
]



C
reate trusted value –

low
ering the cost of the w

eekly shop
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Innovation &
 quality

C
oles 

B
rand 

Trusted value
Every D

ay 

Supported by com
pelling 

specials 
Supported by personalised 

flybuys
offers

There are four key 
pillars that enable 
us to continually 

low
er the cost of the 
w

eekly shop



C
reate trusted value –

custom
er-led price investm

ent
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•
O

ur custom
er-led value investm

ent m
odel m

akes sense 
because

–
C

ustom
ers tell us that it is im

portant to them

–
It is w

ell planned w
ith suppliers

–
There are efficiencies available to fund investm

ent

–
It drives volum

e grow
th

–
It delivers gross profit uplifts

•
W

e w
ill continue to invest in delivering better value for 

our custom
ers

•
O

ur investm
ent w

ill rem
ain m

easured & w
ill be funded 

through sim
plicity benefits

Sales &
 Volum

e grow
th from

 Every D
ay 

‘hero’ item
s

160%

20%

30%

60%

0%
10%

20%

360%
100%

40%

70%

80%

190%
50%

40%
0%

Sales grow
th

Volume growth

1 Based on 16 item
s m

oved to Every D
ay through FY16 w

ith uplifts calculated 12 w
eeks pre vs post

Individual item
Average



C
reate trusted value –

custom
er-led price investm

ent
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[
V
i
d
e
o
 

c
o
n
t
e
n
t
]



U
nw

avering focus on custom
er service
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Invest in custom
er service

R
elentless com

m
itm

ent to safety

Increase craft skills training
Adaptable

& m
ulti-skilled

team
 m

em
bers

Build diversity
& flexibility

D
evelop m

ore graduates 
to becom

e future leaders 



C
oles Express
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•
Aim

 to be Australia’s best fuel & convenience 
retailer

•
C

om
m

itted to the long-term
 grow

th of our 
netw

ork w
ith our alliance partner 

•
Provide com

pelling value to custom
ers, driven 

by our Every D
ay offering

•
In-store, continued grow

th w
ill be driven by

–
A focus on Food-to-G

o

–
Bold refurbishm

ents

–
Im

proved range, quality & freshness

–
Exploring new

 concepts



Progressing the Liquor turnaround
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•
Liquor rem

ains on track to deliver the five year 
transform

ation plan

•
Im

proving sales trends but profitability rem
ains an 

opportunity

•
The next phase of the turnaround w

ill focus on:

–
C

ontinued value investm
ent to drive custom

er 
grow

th

–
A m

ore sim
plified, targeted range

–
C

ontinued netw
ork im

provem
ents, including an 

acceleration of Liquorland renew
als

–
C

ontinued trial of new
 First C

hoice offer

–
D

rive exclusive brand penetration & Liquor D
irect

Liquor transaction grow
th

1Q13

2Q13

3Q13

4Q13

1Q14

2Q14

3Q14

4Q14

1Q15

2Q15

3Q15

4Q15

1Q16

2Q16

3Q16



O
utlook
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•
R

em
ain focused & consistent in our strategy to deliver long-term

 grow
th

•
R

em
ain custom

er-led in everything that w
e do

•
G

row
th w

ill be driven by higher sales, resulting from
 continued investm

ent in the custom
er offer

•
Investm

ent w
ill be funded by a focus on sim

plifying our business

•
Elevated deflation in produce presents a headw

ind in the short term

•
C

om
parable fuel volum

es are expected to norm
alise throughout 1H

17

•
C

ontinue to rem
ain disciplined & returns-focused in our capital m

anagem
ent



Q
&

A -C
oles

John D
urkan

M
anaging D

irector, C
oles

C
hris N

icholas
Finance D

irector, C
oles



H
om

e Im
provem

ent

John G
illam

C
hief Executive O

fficer, Bunnings G
roup



A
genda
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Hom
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ent

1.
Presentation:John

G
illam

•
Bunnings

Australia
&

N
ew

Zealand

•
Bunnings

U
K

&
Ireland

•
O

utlook

2.
Q

&A
Panel

•
John

G
illam

•
M

ichaelSchneider

•
PJ

D
avis





B
unnings A

ustralia &
 N

ew
 Zealand
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Hom
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ent -BANZ

Agenda

1.
Long-term

value
creation

2.
M

arketevolution

3.
Strategic

agenda
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LO
N

G
-TER

M
 VA

LU
E C

R
EATIO

N

1. A w
inning 

offer to 
custom

ers

2. A
n engaged, 

focused &
 

com
m

itted 
team

3. B
usiness 

behaviour 
that builds 

trust

4. Sustainable 
returns



Long-term
 value creation
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provem

ent -BANZ

LO
W

EST PR
IC

ES.
W

ID
EST R

A
N

G
E.

B
EST SERVIC

E.



M
arket evolution
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1980

Market Size

2016

H
om

e
Im

provem
ent

&
 O

utdoor Living
A

ustm
arket 

Today ~$48b
Bunnings 19%

A
ddressable m

arket expanded by evolution &
 innovation

Traditional 
H

ardw
are

H
om

e 
Im

provem
ent



M
arket evolution: W

ider addressable m
arket
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A
ddressable m

arket w
ider than just hom

e im
provem

ent &
 outdoor living …

$48B
 

$48B



M
arket evolution
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A
ddressable m

arket w
ider than just hom

e im
provem

ent &
 outdoor living …

…
 m

ost products used in 
&

 around hom
es &

 
gardens have m

uch w
ider 

everyday use in every 
building, structure &

 
grounds …

toilets in every building
light fittings everyw

here

ply for form
w

ork & hoarding  
line trim

m
ers for grounds w

ork everyw
here 



H
IO

L m
arket structure &

 drivers
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Strategic agenda
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O
ur strategic agenda is a 

fram
ew

ork for:
•

Focusing on custom
ers, team

 & 
com

m
unity

•
G

row
ing the m

arket

•
G

row
ing our share of the m

arket

•
Long-term

 value creation



Strategic agenda
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conscious choices 
across all activities 
giving custom

ers 
the best offer



Strategic agenda: C
reating B

etter Experiences …
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Striving to be m
ore helpful (in-store & digitally)

Investing to im
prove processes

-
Easier for custom

ers; productivity gains

C
ontinue expanding & im

proving services offer

Even m
ore happening in store

-
Learning, sharing & fun

M
ore com

m
unity involvem

ent & sustainability actions 



Strategic agenda: Strengthening The C
ore …
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Stronger team

-
C

ontinue im
proving safety

-
Build team

 diversity & effectiveness

-
C

ontinue investing in know
ledge & skills

Lift Productivity

-
R

efresh store productivity …
 ‘sim

ple & easy’

-
M

ore digital process innovation

-
Better inform

ation & low
er costs

Better Stock Flow

-
Faster, easier, less cost & less w

aste

-
H

igher in-stock; less shelf gaps



Strategic agenda: D
riving Stronger G

row
th (i)
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ent -BANZ

Even M
ore C

ustom
er Value

-
R

ew
ard custom

ers everyday

-
C

reate m
ore breathtaking value

W
ider D

igital R
each

-
M

ore digital eco-system
 investm

ent

-
Product & project know

ledge, how
 to, inspiration, 

engagem
ent

M
ore Physical R

each

-
Store form

at flexibility creating m
ore opportunities

-
C

ontinued netw
ork developm

ent & reinvestm
ent



Strategic agenda: D
riving Stronger G

row
th (ii)
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Hom

e Im
provem

ent -BANZ

Stronger C
om

m
ercial D

evelopm
ent

-
D

eeper custom
er relationships

-
Better experiences; in store, on-site & online

-
G

row
 new

 segm
ents & w

iden specialist selling

M
ore M

erchandise Innovation

-
W

ider ranges & new
 products

-
Focus on ‘easiest’ for custom

ers; sim
pler D

IY

-
Lift range consistency, im

prove special orders



Strategic agenda: D
riving Stronger G

row
th (iii)
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ent -BANZ

Strong long-term
 grow

th opportunities for H
om

e Im
provem

ent &
 O

utdoor Living m
arket

•
Partnerships w

ith w
orld’s best &

 Australia’s 
leading brands

‒
innovation capabilities highly valued

•
Strong custom

er loyalty &
 brand trust

•
C

reate, leverage &
 respond to m

ajor trends 
w

ith new
 products &

 new
 applications

•
C

apacity to exploit every opportunity in 
physical netw

ork &
 digital eco-system

•
Access to innovation across the w

hole 
spectrum

 of H
IO

L

•
Population grow

th &
 urbanisation

•
Sustainability &

 energy efficiency

•
Ageing population &

 independent living 
needs

•
Technology: autom

ation &
 intelligence 

for hom
es &

 gardens

•
C

ontinual innovation across the w
hole 

spectrum
 of H

IO
L

M
ega Trends

Positioned for G
row

th



Strategic agenda
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B
unnings U

K
 &

 Ireland
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Hom

e Im
provem

ent -BUKI

Agenda

1.
Acquisition

overview

2.
Im

m
ediate

priorities

3.
Post-com

pletion
update



A
cquisition overview
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ent -BUKI

H
om

e im
provem

ent & garden m
arket attractive & grow

ing

-
£38 billion m

arket in U
K

H
om

ebase
provides an established & scalable platform

-
R

ight-sized stores & w
ell located netw

ork

-
N

etw
ork supports w

arehouse m
erchandising

-
Latent capability for a low

-cost operating m
odel

H
om

ebase
acquisition com

pleted on 27 February 2016

-
H

eadline acquisition price £340 m
illion ($658 m

illion
1)

Four m
onths post com

pletion, acquisition thinking validated

-
C

onfirm
 financial guidance provided at acquisition announcem

ent

1 £:A$ of 0.5170 as at 26 February 2016 (R
eserve Bank of Australia)



A
cquisition overview

: Three Phase Investm
ent Plan
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ent -BUKI

Phase 1

In 3 to 5 years

Phase 2
Phase 3

•
R

etail basics focus

•
Invest in team

•
Invest in core business 
activities 

•
D

evelop pilots for Bunnings
W

arehouse

•
C

om
bine essential local 

elem
ents w

ith best of Bunnings 
to build new

 business
•

W
arehouse form

at 
•

Low
est prices, w

ider choice w
ith 

trusted brands, great service
•

Easy to get to w
ith hours to suit 

all custom
ers

•
Extensive digital engagem

ent
•

Servicing both consum
er & trade

•
‘Everything you w

ant under 
one roof’

First 12 m
onths

5 years plus



Im
m

ediate priorities: Inside Phase 1 Plans …
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ent -BUKI

1.
R

etail basics focus …

•
H

igher stock w
eights

•
W

ider assortm
ents

2.
Invest in team

 

3.
Invest in core business 
activities 

4.
D

evelop pilots for Bunnings
W

arehouse

B
uild strong business foundations

C
om

bining the best of British 
& the best of Bunnings
First pilots later in 2016

Successful pilots an absolute 
pre-cursor to further investm

ent

First 12 m
onths to M

arch 2017 >>> 

D
rive stronger operating 

perform
ance in H

om
ebase



Post C
om

pletion U
pdate (i)
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provem

ent -BUKI

Leadership team
 established

Advisory Board form
ed w

ith three initial m
em

bers

-
Archie N

orm
an

-
M

ichael M
ire

-
M

att Tyson

O
perational changes im

plem
ented as planned

-
H

om
ebase “turnaround” underw

ay

»
Increases to range w

idth & stock depth

»
N

ew
 m

arketing –
“alw

ays low
 prices”

-
Pleasing store team

 engagem
ent

-
R

em
oval of all concessions from

 stores proceeding to plan

D
etailed preparation underw

ay for Bunnings W
arehouse pilots 

-
First pilots expected later this year



Post C
om

pletion U
pdate (ii)
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ent -BUKI

Transition & integration activity w
ell advanced

Support team
 restructured & rebuild com

m
enced

-
R

estructuring costs of ~£7 m
illion expensed in FY16 

R
ebased com

parative annualised sales of ~£1.2 billion

-
C

essation of sales of Argos & H
abitat product (~£80 m

illion)

-
Full-year im

pact of previous ow
ner’s store closures (~£70 m

illion)

-
R

em
oving non-core product (e.g. soft furnishings & indoor furniture) 

Purchase Price Accounting process w
ell advanced

-
Expected to finalise by February 2017

-
Indicative goodw

ill ~ £460 m
illion





Form
at Flexibility, Total M

arket C
apability
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Hom

e Im
provem

ent

•
Sm

aller form
at, highly flexible

•
R

egional & m
etro m

arkets
•

R
etail & com

m
ercial 

custom
ers

•
70 in netw

ork at June 2016

•
Specialised ‘D

IFO
T’ form

at
•

C
om

m
ercial custom

ers
•

33 in netw
ork at June 2016

•
Incorporated into som

e large 
Bunnings W

arehouses

•
Large form

at
•

C
ornerstone brand

•
3 core footprints + m

ulti-levels
•

R
etail & com

m
ercial custom

ers
•

240 in netw
ork at June 2016

•
R

ight sized for m
arket

•
W

ell located
•

Platform
 for new

 business
•

260 in netw
ork at June 2016



A
chieving long-term

 grow
th &

 sustainable returns
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ent

Investing for grow
th…

 acquisition &
 organic

D
elivering m

arket leading returns



O
utlook: Positioned for continued grow

th
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Hom
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provem

ent

Australia & N
ew

 Zealand
Lots of runw

ay in H
IO

L m
arkets

-
C

reating better experiences

-
Strengthening the core

-
D

riving stronger grow
th

U
K & Ireland

Early days; building strong foundations
Exciting m

edium
 & long-term

 grow
th opportunity



Q
&

A -H
om

e Im
provem

ent
John G

illam
C

hief Executive O
fficer, Bunnings G

roup

M
ichael Schneider

M
anaging D

irector, Bunnings Australia & N
ew

 Zealand

Peter D
avis

M
anaging D

irector, Bunnings U
K & Ireland



D
epartm

ent Stores

G
uy R

usso
C

hief Executive O
fficer, D

epartm
ent Stores

M
anaging D

irector, Target



D
epartm

ent Stores Structure
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Departm

ent Stores

D
epartm

ent Stores



Strategy life cycle
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Departm

ent Stores

Discovery

G
row

Reset

Fix now



D
epartm

ent store m
arket –

$18 billion

2016 Strategy Briefing Day | 66
Departm

ent Stores

1FY15 revenue based on FY15 public inform
ation & FY15 estim

ate for D
avid Jones

DJs

M
yer

B
ig W

Target

K
m

art

Prem
ium

Value

R
evenue¹



A
ddressable m

arket opportunity –
$80 billion
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Departm

ent Stores



Target
G

uy R
usso

M
anaging D

irector, Target



B
usiness overview
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Target

•
M

ore than 19,000 team
 m

em
bers

•
R

evenues exceeding $3.4 billion

•
306 stores 

–
186 large & 120 sm

all

•
Im

proved safety perform
ance 

–
R

12 LTIFR
 im

provem
ent of 10.2%

 to 4.4 
at 31 D

ecem
ber 2015



Progress
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•
C

om
pleted detailed assessm

ent of business opportunities

•
R

evised strategic plans, including property alignm
ent 

•
D

ecisive steps taken to reduce the cost base & reset the business, w
ith up-front restructuring 

costs of ~$145 m
illion incurred in FY16

–
R

ightsizing store support centre
(~240 redundancies) & office relocation advanced 

–
Accelerating supply chain stream

lining, w
ith off-sites exited & sub-tenant arrangem

ents 
progressing

–
R

esetting inventory including range rationalisation
& exit of slow

 m
oving & deleted products

Target



Progress (continued)
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Target

•
R

eset of vision, values & strategy 

•
C

om
pleting transition to ED

LP

•
R

educing inventory levels (tow
ards long-term

 
target of ~10 w

eeks cover from
 ~15 w

eeks 
currently)

•
Introducing further m

erchandise planning 
disciplines

•
C

easing m
id-year Toy Sale

•
R

educing m
arketing, designers, am

bassadors 
& point of sale

•
Advancing review

 of store netw
ork 

•
R

eview
ing store renew

al program



O
ur Vision
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Target



O
ur Values
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Target



O
ur Strategy 
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Product
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Target

Volum
e, quality, fashion &

 basics

•
R

educe inventory & options 

•
R

em
ove loss m

aking products 
•

Fix m
erchandise planning 

system
s

•
Increase volum

e & 365 basics

•
R

eset quality & fashion  
•

Increase direct sourcing on one 
critical path



Price
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Target

Low
 prices every day

•
Low

er prices to sell volum
e

•
Accelerate ED

LP

•
Institute ‘clear as you go’ 
m

arkdow
ns

•
C

onsistent ‘G
ood, Better, 

Best’



Prom
otion
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Target

B
rand love w

ith m
ass reach

•
R

educe m
arketing

•
R

educe point of sale

•
R

educe catalogues

•
Leverage custom

er insights



C
ustom

er
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Target

Easiest custom
er experience

•
R

educe cost & sim
plify

•
Im

prove stock m
anagem

ent

•
R

evise trading hours

•
C

onsistent store layout



Place

2016 Strategy B
riefing D

ay | 79
Target

G
re

at sto
re

s &
 lo

catio
n

s

•
Im

prove netw
ork profitability

•
O

ptim
ise

space allocation 

•
R

enew
al reset & trial 

•
Sim

pler & low
er cost



People
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Target

Inspired team
, living our values

•
Build on safety culture

•
C

reate a high perform
ance 

culture, live
& breathe our 

values

•
D

evelop clear accountabilities 
& developm

ent plans



O
utlook
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Target

•
FY17 reflects a transitional year 

–
H

igh levels of seasonal stock (>$100 m
illion) in the first half

–
C

ost base reset to enable acceleration of operating m
odel change (ED

LP com
pletion)

–
Im

prove m
erchandise disciplines, including planning system

s investm
ent

–
C

om
plete ED

LP transition, reduce SKU
s & inventory levels, & im

prove range quality

–
Focus on profitable sales (exiting unprofitable ranges & options) & volum

e/365 lines

–
M

oderated capital expenditure, including renew
al review

 & reset

–
W

orking capital focus to drive im
proved cash flow

 generation



K
m

art

Ian B
ailey

M
anaging D

irector, Km
art



B
usiness overview
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Km

art

•
209 Km

art stores across Australia & N
ew

 Zealand

•
248 Km

art Tyre & Auto service centres in Australia

•
30,000 team

 m
em

bers

•
M

ore than 160 m
illion custom

ers per annum

•
R

elentless focus on low
est price

•
W

ell established sourcing capability

•
R

evenue in excess of $4.5 billion

•
Sustained grow

th in earnings 
(five year EBIT C

AG
R

 of 20.6%
 to 30 June 2015¹)

•
R

eturn on C
apital rem

ains strong 
(36.6%

 at 31 D
ecem

ber 2015, up 7.6%
)

1FY11 –
FY15
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art

Vision
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Km

art

G
row

th strategy rem
ains consistent



Product, Price &
 Prom

otion
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•
Low

est price leadership

•
Better product

–
Im

prove quality consistency

–
Im

prove product aesthetics

•
C

ontinue to enhance the current range architecture

•
C

ontinue to develop m
ulti-channel platform

 

Km
art



Place
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•
C

ontinue the store refurbishm
ent program

–
Approxim

ately 40 stores per annum
 for the next tw

o years

•
Strong new

 store pipeline

–
O

pening approxim
ately 10 new

 stores per annum

•
End to end productivity im

provem
ents to continuously reduce C

O
D

B

Km
art



C
ustom

er
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•
H

ave custom
er needs at the heart of w

hat w
e do

•
Increased focus on custom

er insights

Km
art



People
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•
H

igh Perform
ing C

ulture

•
Km

art’s values & U
G

R
s

–
D

eliver results

–
Integrity

–
C

ustom
ers com

e first

–
Team

w
ork

–
Boldness

Km
art



O
utlook
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Km

art

•
Becom

e m
ore custom

er-centric

•
C

ontinue to lead on price

•
C

ontinue to im
prove our products

•
C

ontinued investm
ent through the refurbishm

ent 
program

 & store openings

•
D

evelop & enhance the m
ulti-channel offer

•
Increase productivity to reduce C

O
D

B

•
C

ontinued m
anagem

ent of exchange rate im
pacts



Q
&

A -D
epartm

ent Stores
G

uy R
usso

C
hief Executive O

fficer, D
epartm

ent Stores
M

anaging D
irector, Target

Ian B
ailey

M
anaging D

irector, Km
art

M
arina Joanou

C
hief Financial O

fficer, D
epartm

ent Stores



O
fficew

orks

M
ark W

ard
M

anaging D
irector, O

fficew
orks



A
genda
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O

fficew
orks

•
O

ngoing value creation through vision & purpose

•
Financial perform

ance

•
M

arket overview

•
C

ustom
er offer

•
‘Every channel’ strategy

•
Strategic agenda

•
O

utlook



O
ngoing value creation through vision &

 purpose
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•
U

tilising our strengths to execute the agenda

–
Strategic clarity –

Low
est Prices, W

idest R
ange, G

reat Service

–
Leverage com

petitive advantage / core capabilities

–
‘Every channel’ offer

•
R

elentless & consistent focus on delivering

–
A com

pelling custom
er offer –

the ‘one stop shop’

–
A strong ‘every-channel’ proposition –

anyw
here, anytim

e, anyhow

–
An engaged team

 focused on providing great service

–
Strong relationships w

ith stakeholders –
custom

ers, suppliers, 
com

m
unity

–
Sustainable satisfactory returns to shareholders

O
fficew

orks



5.7
6.3

6.7
7.1

8.1
9.4

11.4
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4.0

6.0

8.0

10.0
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FY15

%

60bp
40bp

40bp
100bp

128bp

202bp

Financial perform
ance
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H
eadline Sales

Earnings before Interest &
 Tax

R
eturn on C

apital
H

eadline Transaction G
row

th

1.3
1.4

1.5
1.5

1.5
1.6

1.7

0.0

0.5

1.0

1.5

2.0

FY09
FY10

FY11
FY12

FY13
FY14

FY15

$b

FY09-15 C
AG

R
: 4.6%

8.0%
4.4%

0.7%
1.6%

4.7%
8.8%

65
74

80
85

93
103

118

0 20 40 60 80

100

120

FY09
FY10

FY11
FY12

FY13
FY14

FY15

$m

FY09-15 C
AG

R
:10.4%

13.8%
8.1%

6.3%
9.4%

10.8%

14.6%

8.7
11.5

13.2
11.0

6.3
7.0

8.4

0.0

2.0

4.0

6.0

8.0

10.0

12.0

14.0

FY09
FY10

FY11
FY12

FY13
FY14

FY15

%

FY09-15 C
AG

R
:9.5%

O
fficew

orks



Financial perform
ance
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Sales grow
th m

om
entum

Strong earnings & RoC grow
th

25
27

32
34

38
42

50
59

40
47

48
51

55
61

68
5.7

12.5

0 2 4 6 8 10 12 14

0 20 40 60 80

100

120

140

FY09
FY10

FY11
FY12

FY13
FY14

FY15
1H

16

%
$m

1H
 EBIT

2H
 EBIT

R
oC

 [R
H

S]

8.0%
7.5%

9.0%
10.4%

6.5%

11.8%

5.6%

7.8%

0% 2% 4% 6% 8%

10%

12%

14%

1Q
15

2Q
15

3Q
15

4Q
15

1Q
16

2Q
16

3Q
16

YTD

Sales grow
th

•
3Q

16
sales

grow
th

of5.6%
,7.8%

YTD
1

–
Store sales grow

th m
aintaining m

om
entum

»
16 consecutive halves of store transaction grow

th

»
Five new

 stores opened YTD

–
Annualised online

2sales c. $300 m
illion

–
‘Every C

hannel’ investm
ent continues to resonate

•
1H

16
perform

ance

–
EBIT grow

th of 18.0%

–
R

oC
(R

12) = 12.5%

»
U

plift of 202bps on pcp
(grow

th of 19.2%
)

1As at 31 M
arch 2016

2Includes w
ebsite & call centre

sales 
O

fficew
orks
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ffice Supplies



M
arket overview
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1 Penfold
R

esearch’s O
ffice Products in Australia, M

arket U
pdate R

eport, 2015
2 O

fficew
orks estim

ate, 2016

6.5

5.48.9
34.5

G
row

ing addressable m
arket

($ billion) 

1

1

2
2

Addressable M
arket > $55 billion

O
fficew

orks

O
ffice Products M

arket –
C

ore
(W

riting Instrum
ents, Paper, C

om
puter C

onsum
ables, Business M

achines, 
Filing, Labels, Envelopes, Pads & Books)

O
ffice Products M

arket –
N

on-C
ore

(C
atering & C

leaning, O
ffice Furniture, Printing & D

igital Services, 
Packaging, W

ork W
ear & Safety)

Inform
ation, C

om
m

unication & Technology M
arket

(D
esktop

& Laptop C
om

puters, Tablets, Softw
are & N

etw
ork Suppliers, 

Telecom
m

unication Supplies)

Product & Service Adjacencies / Extensions
(Postal & C

ourier Services, M
anaged Tech Services, Education Supplies, 

etc.)



C
om

petitors by custom
er segm

ent
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1

2

Non-Business
(Households & Students)

M
icro & Sm

all 
B

usiness
M

edium
 

B
usiness

Contract Business
(G

ovt / Large Corporate)

O
fficew

orks



C
ustom

er offer
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D
IFM

‘D
o it for m

e’

D
IY

‘D
o it yourself’

O
fficew

orks

Student 
journey

H
om

e
w

orkspace
M

edium
business

Hom
e 

w
ork

School 
office

Sm
all  m

icro 
business 

office



‘Every channel’ strategy 
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Traditional 
m

edia

Store team
 

m
em

bers

D
igital 

m
edia

Internet

Apps

Social 
m

ediaB
2B

 team
 

m
em

bers
C

all centre 
team

 
m

em
bers

Stores

O
nline

Phone 
/fax

0 2 4 6 8 10 12 14 16

0.8

0.9

1.0

1.1

1.2

1.3

1.4

1.5

1.6

1.7

1.8

FY09
FY10

FY11
FY12

FY13
FY14

FY15

%
$b

Store
sales

O
nline

Sales
O

nline
penetration [R

H
S]

1Excludes H
arris Technology. O

nline includes w
ebsite & call centre

Sales grow
th in stores & online¹

Every channel

O
fficew

orks



O
ur strategic agenda
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D
o things better

Invest in talent, 
diversity & team

 safety

M
ake a positive 
difference in 

the com
m

unity
Im

prove & add 
m

ore value-adding
services

Extend our 
‘every channel’ reach

Em
bed great

service in every
channel

Strengthen & expand
the custom

er offer

O
fficew

orks



Strengthen &
 expand the custom

er offer
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•
R

ollout new
 / expanded ranges

–
Learning aides, educational resources, art, hom

e / office 
autom

ation, 3D
 print, etc

–
Exclusive international brands (e.g. Jonathon Adler)

–
N

ational & private brands

–
Expand non-core categories

•
C

ontinue to add inspiration, innovation & differentiation

–
Enhance choice by adding ‘w

ant’ to ‘need’

•
Strengthen position in furniture

•
C

ontinuing investm
ent in value to deliver low

est prices

•
‘Every channel’ investm

ent & reinvestm
ent

O
fficew

orks



Extend our ‘every channel’ reach
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Expanding the store netw
ork

•
5 -7 new

 stores per annum

•
R

efine the C
BD

 store concept

•
R

egional expansion

•
Alternative store form

ats

Enhancing the online experience

•
M

ake it easy for custom
ers 

•
Im

proved m
obile experience

•
Enhanced inform

ation / 
recom

m
endations

G
row

ing presence in the B
2B m

arket

•
M

ore account m
anagers on the road &  

in-store

•
Extending sam

e day delivery into regional 
m

arkets

C
licks &

 B
ricks w

orking together

•
Seam

less experience

•
‘C

lick & collect’ ~20%
 of online orders

•
In-store kiosk

–
Buy online, pay in-store

O
fficew

orks



Em
bed great service in every channel
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•
M

aking it easier for custom
ers to shop through ‘every channel’

–
N

ew
 point of sale system

 (incl. m
obile PO

S)

–
N

ew
 self-serve print & copy offer

–
N

ew
 in-store online ordering kiosk

–
Im

proved online offer (incl. m
obile)

–
Im

proved ‘click & collect’ offer

•
M

aking it easier for our team
 to provide great service

–
Additional service hours through ongoing task reduction & 
process efficiencies

O
fficew

orks



D
o things better
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W
orking C

apital Im
provem

ent

•
System

 investm
ent to lift stock turn

•
C

ontinued focus on m
anaging cash flow

Im
prove Space U

tilisation

•
D

isciplined range review
 process

•
O

ptim
ised in-store layouts

•
Add / expand categories

Im
prove C

O
D

B &
 Productivity

•
R

educe non-value adding tasks

•
Supply chain enhancem

ents

•
G

N
FR

 focus

R
efresh / Reshape the Store N

etw
ork

•
O

ngoing investm
ent in layout & design

•
D

isciplined store assessm
ent

O
fficew

orks



Invest in talent, diversity &
 team

 safety

2016 Strategy B
riefing D

ay | 107

•
O

ngoing investm
ent in leadership developm

ent program
s

•
C

ontinue to enhance the diversity of the team

–
O

ptim
ise recruitm

ent practices

–
Identify & prepare future leaders

–
Build Indigenous engagem

ent

•
R

igorous approach to safety behaviours & outcom
es

–
O

ngoing task specific safety cam
paigns

–
D

ata driven decision m
aking to take the next step in 

reducing AIFR
1

1All Injury Frequency R
ate

O
fficew

orks



M
ake a positive difference in the com

m
unity
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1Supplier Ethical D
ata Exchange

R
esponsible Sourcing

•
C

om
m

itted to highest 
sourcing standards

•
Sedex

1m
em

bership for 
international & local 
suppliers -good progress 
being m

ade

•
> 75%

 of private label paper 
products FSC

 certified or 
recycled

Environm
ent

•
R

etro-fitting LED
 lighting in stores

•
Six m

illion ink & toner cartridges 
recycled to-date

•
C

lean U
p Australia volunteering & 

sponsorship

C
om

m
unity Partnerships

•
Australia Literacy & N

um
eracy 

Foundation

•
Sm

ith Fam
ily ‘Learning for Life’

•
N

ational &
local -‘W

e live here too’
O

fficew
orks



Im
prove &

 increase value-adding services
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•
C

reating a com
pelling point of differentiation

–
O

ne stop shop

–
Supporting products w

ith com
plem

entary services

•
O

ngoing enhancem
ent in print & copy offer

•
D

rive aw
areness & repeat transactions for M

ailm
an

•
D

eliver services to help custom
ers to start, run & grow

 their 
business

O
fficew

orks



O
utlook
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•
C

ontinue focus on disciplined execution of strategic agenda

�
D

riving ‘every channel’ im
provem

ent

�
Providing custom

ers w
ith a com

pelling offer –
‘one stop 

shop’

�
D

elivering great custom
er service through an engaged team

�
Providing best value

�
Building strong relationships w

ith stakeholders

•
Variable trading conditions to continue

�
C

ustom
er & business confidence expected to rem

ain 
subdued

�
C

om
petitive pressure expected to rem

ain strong

O
fficew

orks



Q
&

A –
O

fficew
orks

M
ark W

ard
M

anaging D
irector, O

fficew
orks

M
ichael H

ow
ard

C
hief Financial O

fficer, O
fficew

orks



Industrials
R

ob Scott
M

anaging D
irector, Industrials
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Industrials

Increasing the focus on the G
roup’s industrial businesses

•
R

etain operational autonom
y & focus in three 

businesses

•
Leverage insights & capabilities in talent, 
safety, sustainability & business developm

ent
Industrials D

ivision

R
ob Scott

M
anaging D

irector

Peter Kelly
C

EO
, Blackw

oods
C

raig M
cC

abe
C

hief O
perating O

fficer
Tom

 O
’Leary

M
anaging D

irector

Industrials D
ivision

Anthony G
ianotti

Finance D
irector

•
Im

proving R
O

C
 in existing businesses

•
Addressing areas of financial 
underperform

ance

•
Focusing on cost & productivity

•
Strong capital discipline

•
G

enerating new
 revenue stream

s

•
Evaluating grow

th opportunities

Focus on shareholder value creation
Leadership &

 governance
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Industrials

D
elivering im

provem
ents in safety 

•
Focused on im

proving health, safety & environm
ental perform

ance across Industrials

•
C

hem
icals, Energy &

 Fertilisers: O
ngoing safety im

provem
ents & continued environm

ental focus

•
Industrial &

 Safety: Im
provem

ents in both LTIFR
 & TR

IFR
 

•
R

esources:N
o lost tim

e injuries in the 20 m
onths to 31 M

ay 2016

LTIFR
1

TR
IFR

2

M
ay

2016
(R

12)
M

ay
2015

(R
12)

M
ay

2016
(R

12)
M

ay 2015
(R

12)

W
esC

EF
2.6

2.2
6.2

6.5

W
IS

1.4
2.7

8.0
11.3

R
esources

(ex
B

engalla)
0

0.3
4.5

4.2

1Lost Tim
e Injury Frequency rate

2 Total R
ecordable Injury Frequency rate



Industrial &
 Safety

R
ob Scott

M
anaging D

irector, Industrials



After
B

efore

The W
IS portfolio –

building a platform
 for grow

th

Industrial & Safety 
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B
2B

 industrial &
 

safety supplier

Industrial G
as

W
orkw

ear&
 

uniform
s

Blackw
oods

Safety 
specialists

Industrial 
Specialists

W
orkw

ear
G

roup



D
rivers for change
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W
IS EBIT & RO

C

M
arket

B
usiness 
m

odel

C
apabilities

•
EBIT & R

O
C

 decline since peak in FY12
•

W
eak sales & m

argin in specialist businesses
Perform

ance

•
H

igh exposure to large m
ining & heavy industrial 

custom
ers

•
R

eduction in industrial capex
& m

ove from
 build to operate

•
C

ustom
er focus on cost m

anagem
ent & procurem

ent 
efficiencies

•
C

om
plex business m

odel w
ith 14 separate & sub-scale 

businesses
•

Lim
ited custom

er service insights
•

G
aps & duplications in product range

•
O

pportunities to im
prove pricing & m

argin m
anagem

ent

•
U

nder-developed sourcing & category m
anagem

ent 
capabilities

•
O

pportunities to im
prove digital, telephony sales & 

service platform
s

•
Lim

ited new
 business focus beyond national key 

accounts

Specialist & Services Sales & EBIT

* Includes G
reencap, acquired in N

ovem
ber 2013

Industrial & Safety 

M
arket

B
usiness 
m

odel

C
apabilities

Perform
ance

0.0

4.0

8.0

12.0

16.0

20.0

0 50

100

150
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%
$m

EBIT - 1H
EBIT - 2H

R
O

C
 (R

H
S)
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FY2012
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FY2014*
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Indexed

Sales
EBIT



Sim
plifying B

lackw
oods

A
ustralia –

a m
ore custom

er-centric business
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D
igital

Branch & 
D

C
 pick-up

ED
I

Phone, fax 
& em

ail Sales by channel (M
ay 2016, R12)

•
5

brands consolidated into the new
 Blackw

oods

�
17 branch & 7 D

C
 m

ergers

�
Leverage national m

erchandising & supply 
chain capabilities

�
Approxim

ately 600 FTE reduction

�
R

educe com
plexity in operations, structure & 

brand

•
Elim

inate internal com
petition & duplication

•
Increased focus on custom

ers’ needs & channels 
to m

arket

•
Foundations set to create a strong platform

 for 
future grow

th

Industrial & Safety 
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C
ase study –

O
ur safety specialist offer 

Provides custom
ers w

ith tailored products & technical support

11,000+
•

Preferred products

N
ew

•
Blackw

oods
safety catalogue

7,000+
•

O
w

n brand products including custom
-m

ade 
products to suit custom

ers’ needs

C
onsolidating 

spend

•
C

ross-sell across all categories
•

Enable custom
ers to consolidate their M

R
O

 
spend

Technical support
•

12 safety specialists w
ho provide advice to 

custom
ers via em

ail, phone, and/or on-site
•

G
eneral & custom

er-specific product guides

‘Assess, train, 
equip’

•
Assess –

risk m
anagem

ent, w
orkplace 

m
onitoring, PPE fit for purpose assessm

ents & 
custom

er audits
•

Train –
PPE usage, equipm

ent selection & 
m

aintenance, safety program
s

•
Equip –

fit for purpose selection advice, after 
sales expertise & support

O
ther

Safety 
C

lothing 
& PPE

M
ore than 50%

 of sales to safety 
custom

ers are in other categories
Safety custom

ers –
sales by categories 

(M
ay 2016 R

12)

Industrial & Safety 



The new
 B

lackw
oods

–
a m

ore custom
er-centric &

 com
petitive platform
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Focusing on the areas that deliver value to our custom
ers &

 strengthen our com
petitive position

D
ynam

ic

W
inning 

culture

Alw
ays 

im
proving

Aw
are of 

global best 
practice

Sales & specialised  
services

M
erchandising 
& sourcing

Supply C
hain

D
igital

Industrial & Safety 



G
row

th strategy
The addressable m

arket for the new
 Blackw

oods
platform

 is ~$31 billion
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Large

M
edium

Sm
all

Heavy –
core

Heavy -adjacent
Light

Custom
er sector diversification

1

2

3

~$8bn

G
row

th opportunities

Sell existing (& new
) products to 

existing custom
ers

2
G

row
 m

edium
 custom

er base in core 
H

eavy Industrial m
arkets

3
G

row
 custom

er base & penetration of 
adjacentm

arkets

4
Leverage core Blackw

oods
platform

 to 
grow

 ‘Light’sectors

O
rganic grow

th leveraging the new Blackw
oods

platform

Customer size diversification

4
3

Industrial Sectors

~$14bn
~$9bn

1

Industrial & Safety 



•
Sim

ilar challenges in N
ew

 Zealand 
driving transform

ation

�
N

ew
 brand leverages m

arket 
leadership in safety w

hile 
enabling expansion across new

 
categories

�
33 branch consolidations & 
renew

als

�
N

ew
 integrated m

erchandising 
range

�
N

ew
 digital platform

 &
trading 

app

Turnaround N
ew

 Zealand &
 W

orkw
ear G

roup &
 grow

 C
oregas
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•
Australia’s largest provider of 
industrial & corporate w

orkw
ear

•
U

nderperform
ing in industrial w

ear

•
Shifting focus from

 integration to 
turnaround

�
N

ew
 leadership team

s including 
a new

 G
M

 

�
R

educing com
plexity & 

im
proving speed to m

arket

�
Im

proving range & pricing 
architecture

�
R

esults-driven culture

•
Fastest grow

ing national industrial 
gas distributor

•
Establishing m

ultiple channels to 
serve custom

ers of all sizes

�
B

lackw
oods

gas –
a robust 

channel to serve large 
custom

ers

�
Trade N

 G
o gas –

a unique 
offer for the ‘Trades’ m

arket, 
partnering w

ith Bunnings

•
C

ontinuous im
provem

ents in sales 
& supply chain processes & 
com

petencies

Industrial & Safety 



Industrial &
 Safety outlook
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•
M

arket conditions in traditional industrial custom
er segm

ents expected to rem
ain challenging in the near term

•
C

ontinue im
plem

entation of the new
 Blackw

oods
platform

•
‘Fit for G

row
th’ to unlock the cost & efficiency benefits of a consolidated platform

�
O

ne-off restructuring costs of approxim
ately $35 m

illion in FY16

�
~$35 m

illion annualised cost savings w
ith ~$20 m

illion achieved in FY16

�
Som

e cost savings to be reinvested in im
proving capabilities

Sales & 
specialised  

services

M
erchandising 
& sourcing

Supply 
C

hain

D
igital

�
C

om
plete D

C
 integrations

�
C

ontinuous im
provem

ents in supply chain capabilities

�
D

evelop & launch new
 digital capabilities

�
Im

prove category m
anagem

ent & sourcing capabilities
�

Low
er sourcing costs & grow

 strategic supplier relationships

�
C

ontinue to grow
 share in core m

arkets & extend into adjacent segm
ents & m

id-m
arket

�
Im

prove specialist offer through the right range at the right price & value-add solutions & services

Industrial & Safety 



C
hem

icals, Energy &
 

Fertilisers
R

ob Scott
M

anaging D
irector, Industrials



&

B
usiness overview
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C
hem

icals

Am
m

onium
 nitrate

Am
m

onia

(50%
 ow

ned)

Sodium
 cyanide

PVC
 / Specialty chem

icals / D
ecking

(75%
 ow

ned)

Energy

LPG
 / LN

G
N

atural gas / Electricity
O

il & G
as

(13.7%
 ow

ned)

Fertilisers

Chem
icals, Energy & Fertilisers



C
hem

icals
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B
usiness

C
urrent environm

ent
Strategies

(50%
)

•
Low

er global am
m

onia prices

•
G

row
ing W

A EG
AN

 m
arket

•
W

A AN
 m

arket over-supply from
 FY17

•
AN

 business underpinned by contractual 
offtake

•
C

ontinue to m
axim

ise
plant operating capacity & 

m
inim

ise
unit cost

•
O

ptim
ise

AN
 returns through: (1) contract 

extensions, (2) new
 volum

es in grow
ing EG

AN
 

m
arket, (3) export capability, & (4) fertilisers

volum
e diversion

(75%
)

•
Increasingly com

petitive global m
arket

•
Strong com

petitive advantage in 
dom

estic m
arket

•
O

ptim
ise

sales m
ix

•
Im

prove plant yields & m
axim

ise
production

•
C

losure of PVC
m

anufacturing in 
Laverton

•
Transitioning to im

port trading m
odel in 2H

16

•
Increasing focus on technology & m

arketing in 
M

odw
ood

Significant im
provem

ent in earnings &
 R

O
C

 follow
ing successful capital investm

ents program
s

Chem
icals, Energy & Fertilisers



Fertilisers
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B
usiness

C
urrent environm

ent
Strategies

•
Solid farm

 production outlook

•
Evolving distribution m

odel & changing 
channels to m

arket

•
Strong relationships w

ith grow
ers in 

increasingly com
petitive m

arket

•
Earnings dependent on seasonal break & 
tim

ing of nitrogen application

•
R

eturn to norm
al seasonal conditions 

expected

•
Strengthen channels through supporting agents

•
Expand direct service capabilities

•
O

ngoing product innovation

•
C

ontinuing investm
ent in service offerings

C
onsecutive recent strong harvests driving solid results in Fertilisers

Services offering

Chem
icals, Energy & Fertilisers



Energy
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C
urrent environm

ent
Strategies

LPG
 & LNG

•
C

hallenging low
 energy price 

environm
ent

•
D

eclining LPG
 m

arket

•
C

ontinue to low
er costs of doing business & raw

 
m

aterials inputs

Natural gas & 
electricity

•
G

row
ing m

arket share & profitability 
in natural gas retailing business

•
C

ontinue to grow
 m

arket share in natural gas 
retailing

•
Prepare for Full R

etail C
ontestability in the W

A 
electricity m

arket

Saudi CP rem
ains relatively low

Strong grow
th in Natural G

as retail custom
ers

0

25,000

50,000

75,000

100,000Jan-13
Jul-13

Jan-14
Jul-14

Jan-15
Jul-15

Jan-16
Jul-16

C
u

sto
m

e
rs

0

200

400

600

800

1,000

1,200

1,400Jan-06
Jan-07

Jan-08
Jan-09

Jan-10
Jan-11

Jan-12
Jan-13

Jan-14
Jan-15

Jan-16

Saudi C
P U

S$/t (propane)

Saudi C
P A$/t (propane)

$/tonne 

G
row

ing relevance of natural gas &
 electricity earnings

Chem
icals, Energy & Fertilisers



•
R

ecent capacity expansions & favourable seasonal conditions for fertilisers support strong expected 
result in FY16

•
Expect a return to norm

al seasonal conditions & m
ore subdued divisional earnings grow

th in FY17 & 
beyond

•
Perform

ance continues to be dependent on international com
m

odity prices, exchange rates & seasonal 
outcom

es

C
hem

icals, Energy &
 Fertilisers outlook 
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Chem

icals, Energy & Fertilisers



R
esources

R
ob Scott

M
anaging D

irector, Industrials
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Tw
o w

orld-class coal m
ines

•
40%

 equity interest (N
SW

)

�
Export steam

ing coal for Asia

•
Low

est quartile producer

•
M

anagem
ent change in FY16 follow

ing N
ew

 H
ope 

G
roup’s acquisition of R

io Tinto’s 40 per cent 
interest in Bengalla

�
Internalisation of m

anagem
ent functions at 

Bengalla M
ining C

om
pany now

 com
plete

•
O

perating at 10.7m
tpa R

O
M

 capacity 

•
100%

 equity interest (Q
LD

)

�
M

etallurgical coal for offshore 
steel-m

aking 

�
Steam

ing coal for dom
estic pow

er generation 

•
Low

est quartile of Australia Free on Board (FO
B) 

cash costs excluding Stanw
ell C

orporation 
obligations 

•
Stanw

ell C
orporation obligations expire in 

approxim
ately 2025

•
C

oal exported through R
G

 Tanna
& W

iggins 
Island C

oal Term
inal (‘W

IC
T’)

�
1.5m

tpa or 7.5%
 of take-or-pay obligations 

through W
IC

T 

•
49%

 investm
ent IR

R
 to date

Resources

C
urragh

Bengalla



M
etallurgical coal m

arket update

•
Spot price volatility is being driven by fluctuating 
C

hinese im
port dem

and & trader speculation

�
C

hinese policy intervention has increased 
short-term

 steel dem
and

�
Volatility & uncertainty expected to continue

•
M

arket over-supply expected to continue in the 
short-to-m

edium
 term

•
Australia is expected to capture the m

ajority of 
future m

etallurgical coal dem
and grow

th
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Resources

Source: W
ood M

acKenzie
C

oal M
arket Services

Australia to capture m
ajority of dem

and grow
th 

M
etallurgical coal exports (2016–2035)

-20
-10

0
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U
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U
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C
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N
ew
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C
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C
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M
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R
ussia
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M
t
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A
ustralian export coal m

arket prices

Resources
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JPU
 R
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inal) FO
B Australia (annual verse spot)

Australian export steam
ing coal m

arket prices
Australian export m

etallurgical coal m
arket prices
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Resources

FX hedging profile

134
143

130

8

(42)
(147)

(92)

(34)
(7)

(200)

(100) 0

100

200

300

400

500

FY11
FY12

FY13
FY14

FY15
FY16

FY17
FY18

FY19

C
urrency hedge book gains/ (losses)

C
um

ulative currency hedge book gains/ (losses)

$m
Currency

hedge book contribution
•

H
istorical m

ateriality of R
esources’ contribution to 

G
roup earnings supported FX hedging

•
Forw

ard points (AU
D

:U
SD

 interest rate differential) 
previously contributed to FX gains 

•
D

uring FY16, reduced hedge book size as AU
D

 
depreciated & interest rates converged

•
H

edges now
 fully closed out, in line w

ith m
ajor 

Australian coal com
petitors

•
Locked in the follow

ing existing exposures

–
FY17: ($92m

)

–
FY18: ($34m

)

–
FY19: ($7m

)

2016 Strategy Briefing Day
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R
einforcing cost &

 capital discipline

Resources

•
Brisbane office restructure im

plem
ented in June 2016, 

reducing corporate support FTEs by 30 per cent

C
urragh Expert Panel R

eview
 com

m
issioned in Q

3 FY16

•
An intensive m

ining process, productivity & m
arket 

utilisation review
 w

as undertaken based on global m
ining 

best practice

•
Identified a num

ber of potential opportunities

•
Further detailed w

ork, including a life of m
ine plan, is 

underw
ay to validate opportunities 

•
Benefits to be realised over next three years

•
Initial realisation of identified benefits to com

m
ence in 

2H
17

C
urragh

cash costs per tonne
(excl. carbon tax)

1H
 FY12

2H
 FY12

1H
 FY13

2H
 FY13

1H
 FY14

2H
 FY14

1H
 FY15

2H
 FY15

1H
 FY16

FOB costs US$/t
Accum

ulated produced tonnes (M
t)

Curragh

H
C

C m
ines –

relative unit FO
B

 cash costs

Source: AM
E

2016 Strategy Briefing Day | 135



•
Export m

arket conditions expected to rem
ain challenging in the near term

•
C

urragh’s coal supply obligations to Stanw
ell w

ill continue to im
pact earnings w

hilst low
 export prices 

prevail

•
Short-term

 overcapacity in therm
al coal continues to im

pact current pricing

•
C

ontinue strong focus on operational productivity, cost control & capital discipline

•
C

urragh’s
production volum

e in the second half w
ill be significantly low

er as a result of a num
ber of w

et 
w

eather events that restricted operations at the m
ine

–
M

etallurgical coal sales volum
e for FY16 is forecast to be approxim

ately 7.5 m
illion tonnes

•
C

urragh
im

pairm
ent charge expected to be at the upper end of the $600m

 to $850m
 (pre-tax) range 

announced in M
ay 2016, based on current m

arket coal price forecasts

•
C

urragh
im

pairm
ent w

ill reduce FY17 depreciation & am
ortisation

by approxim
ately $90m

 

R
esources outlook

Resources
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Tom
 O
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M

anaging D
irector, C

hem
icals, Energy & Fertilisers
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irector, W
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