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Media/NZX/ASX release      20 February 2014 

 
 

INTERIM RESULTS FOR 2014 FINANCIAL YEAR  
 
NZ$ millions                                                                                                       Change 
  1H 2014 1H 2013 Actual 

FX 
Constant 

FX 
Sales revenue 815.2  828.7 (1.6)% (0.1) % 
Operating EBITDA1  59.5 57.6  3.3% 3.6 % 
Profit available to equity holders of the parent    
       - after significant items  

11.4 11.5 (0.3)% (25.2)% 

       - before significant items  26.0 24.5 6.1% 1.5% 
Significant items after tax 14.6 13.0 12.3% 26.9% 
Earnings per share (cents)  5.8 5.8 - - 
Dividend per share (cents) 10 10 - - 
Return on Funds Employed2 11.2% 9.8% - - 
 
Nuplex Industries (NZX/ASX: NPX) today reported its interim financial results for the six 
month period ended 31 December 2013.   
 
Profit available to equity holders of the parent company for the period was $11.4 million. This 
result included $14.6 million (after tax) of significant items and compares to $11.5 million in 
the prior half, which included $13.0 million in significant items.  
 
Significant items for the period of $14.6 million largely related to a $14.0 million (after tax) 
provision related to receivables and bank guarantees on Nuplex’s investment in the RPC 
Pipe Systems (‘Fibrelogic’) joint venture. 
 
Profit available to equity holders of the parent company before significant items was $26.0 
million, up 6.0% when compared with $24.5 million in the prior half. 
 
Operating EBITDA was $59.5 million, up 3.3% on the prior half. Movements in the New 
Zealand dollar over the period had little impact on the result. Had the dollar remained 
unchanged over the period, operating EBITDA would have been $59.7 million.  
 
An interim dividend of 10 cents per share will be paid on 3 April 2014, to all shareholders on 
the register on 17 March 2014. 
 
Results commentary  
 
Emery Severin, CEO said that operating EBITDA for the half was up 3% as earnings growth 
in Asia, Europe and America offset the decline in ANZ.  
 
Commenting on the performance for the half, Mr Severin stated: “It’s disappointing that 
earnings have remained flat over the past three years, particularly since we have invested 
significantly in growth via acquisitions, specifically Nuplex Germany and our organic growth 

                                                
1
 Earnings before interest, tax, depreciation, amortization, significant items, associates and minority interest  

2
 Return on Funds employed : (earnings before interest, tax and significant items) divided by average funds 

employed)   
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program in Asia as well as realising sizeable cost savings through our NuLEAP initiatives. 
Pleasingly over the past four years we’ve exceeded all of our stated targets in these areas 
and the outlook for Asia, Europe and America remains positive for Nuplex.  
 
“The continued structural decline of the ANZ markets and together with the strengthening of 
the New Zealand dollar against most of our trading currencies over the past four years, has 
been the overwhelming cause of Nuplex’s flat earnings.  
 
“Even compared to this time last year, the outlook for manufacturing in Australia has further 
deteriorated. Accordingly, in addition to the current streamlining of our ANZ manufacturing 
network which will reduce capacity by 30%, today we announced a re-organisation of the 
ANZ businesses.  
 
“Through the adoption of a structure consisting of two leaner business units, the region’s 
management will be simplified and a more sustainable cost base established. Combined 
with a range of initiatives to improve their performance, these changes will place our ANZ 
businesses in a stronger position to service customers and improve returns into the future,” 
said Mr Severin. 
 
These changes are expected to cost $3.4 million in the 2014 Financial Year. $1 million of 
savings are expected in the 2014 Financial Year. Annualised savings are expected to be 
approximately $5.8 million and will be realised in full in the 2015 Financial Year. 
 
“Based on the Company’s track record of strong cash flows and the Board’s confidence in 
future cash flows, the Board has maintained the interim dividend of 10 cents per share.  
 
“Importantly, we remain committed to delivering the target ROFE of 16% within the two year 
period between the 2016 to 2018 Financial Years through improving profitability ANZ and 
growing in the rest of the world,” said Mr Severin.  
 
Commenting on the ‘Fibrelogic’ provision, Mr Severin said: “Fibrelogic has been a long 
standing customer of Nuplex and created significant value via the pull-through of composite 
products over many years. In 2011, when the previous owner decided to sell the business, 
the outlook for Fibrelogic looked attractive due to the prospective demand for its products 
from proposed infrastructure projects.  
 
“At the time, following a review of the options around the sale of this business, it was 
decided that the best course of action was to form a joint venture with an experienced 
operating partner and together we would acquire the business. It was never intended that 
Nuplex would be a long term owner of this business. 
 
“As part of entering into the ‘Fibrelogic’ joint venture, there was agreement whereby our 
partner would take full ownership before 30 June 2014, thereby allowing Nuplex to exit the 
joint venture. Given the much weaker business conditions that have occurred since the 
formation of the joint venture, the timing and quantum of relief from Nuplex’s obligations to 
the joint venture are uncertain. Accordingly we believe that it is prudent to make a full 
provision for these obligations. Whilst it is disappointing to be taking a provision against 
Nuplex’s exposure to the joint venture, we are actively seeking to maximise the recovery of 
this provision.  
 
“Historically, as Nuplex grew into a leading regional chemical company in ANZ, Nuplex 
invested in a number of relatively small adjacent businesses. Most of these business have 
been value accretive over time but they have tended to create organizational complexity and 
distract Nuplex from its core activities. In the last year, as part of re-focusing the ANZ 

F
or

 p
er

so
na

l u
se

 o
nl

y



 

Page 3 of 5 
 

business we’ve divested Nuplex Plaster Systems and the CDC colour additives businesses. 
We continue to actively review all adjacent businesses in the portfolio. 
 
“This approach is consistent with our overall strategy of focusing on our core business and 
growing globally where we have leading market positions, expertise, technology and 
products,” said Mr Severin.   
 
Financial Result overview  
 
Volumes in the global Resins segment increased by 3.4% driven by strong growth in Asia as 
the new capacity in Vietnam continued to be filled and Automotive OEM volumes grew in 
China. In EMEA, where the difficult market conditions experienced over the prior financial 
year continued, some volume growth was still able to be achieved, whilst in the US steady 
economic growth underpinned volume growth for the Americas. 
 
Resin segment volumes in ANZ were down 3.6% when compared with the same period last 
year. The ongoing decline of the Australian manufacturing industry resulted in lower volumes 
of resins used in paper and packaging, ink and adhesives. There was a small increase in the 
volume of resins used in the building and construction industries. After three years of 
relatively stable unit margins3, these came under pressure as competitors sought to fill their 
excess capacity.  
 
The ANZ focused Specialties segment’s earnings were also impacted by competitive 
pressures. In the agency & distribution business, earnings were impacted the loss of some 
agencies due to a change of ownership of the Principals. Masterbatch earnings were 
impacted by lower volumes. Whilst Nuplex was focused on improving unit margins, 
competitors gained market share. This position is being actively addressed.   
 
Immediate action was taken where possible in those markets that faced softer market 
conditions. In EMEA, as the period unfolded it became evident that the difficult market 
conditions experienced over the second half of last year were continuing. However, earnings 
were maintained as management made the decision to target additional volume in spot 
markets and meet the impact of competitive pricing pressure through internal efficiency and 
cost initiatives. A return to more stable conditions in EMEA is being experienced in the 
second half.  
 
In Australia, management was successful in mitigating some of the volume weakness 
through pursuing opportunities in new lower margin segments in order to replace the 
declining volumes in traditionally high margin segments.  
 
The global procurement project implemented under NuLEAP II, Nuplex’s continuous 
improvement program, is delivering above expectations. The annualised benefit from the 
program is now expected to be $15 million, ahead of the $12 million previously forecast.  
 
Strategy and Outlook 
 
Commenting on the execution of Nuplex’s strategy, Mr Severin said: “Through the ongoing 
execution of our strategic initiatives to strengthen and grow Nuplex, we continued to work 
towards improving our return on funds employed and it was pleasing to see this figure 
improved when compared with this time last year.’  
 
“The continued pursuit of our safety vision of Zero Harm again resulted in no Lost Time 
Injuries to employees during the period. It is pleasing to see the ongoing management focus, 

                                                
3
 Sales revenue minus raw material costs divided by tonnage   
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the implementation of more robust systems and procedures and employee commitment 
continue to deliver results that are getting close to best in class performance.  
 
“In ANZ, we are taking action to position the business to generate strong cash flows and 
deliver sustainable returns on funds employed. Particularly, the Resins business will have a 
sustainable future as a result of the streamlining of the manufacturing network, simplified 
management structure and lower cost base.  
 
“In the Specialties business, our reputation and strong market positions will enable us to 
grow organically in the ANZ markets through the development of new agencies and principal 
relationships as imports continue to increase,” concluded Mr Severin.  
 
“Our main focus for growth is on our investment in the growing markets of Asia. By the end 
of 2014 the four year program to increase capacity in Asia by 75% will be completed and 
provide Nuplex with a strong platform for growing earnings over the next three to five years.  
 
“The new capacity in Thailand was successfully commissioned in October 2013, on time and 
on budget. Construction of the new site in China and the new capacity in Indonesia is 
progressing on time and on budget and will be commissioned by the end of 2014.     
 
“Russia remains an attractive emerging market and we continue to work towards making a 
low risk entry through the acquisition of resins assets from Kvil Group. While these 
negotiations have taken much longer than initially expected, we expect to complete the 
transaction and transfer of operating assets by the end of the financial year. 
 
“We are in the process of releasing to market a number of new technologies and product 
developments. Particularly exciting is a new isocyanate-free coating system currently being 
trialed with a number of customers. Formal launch of this technology is anticipated in 2015. 
We have also continued to expand existing solvent based chemistries with the development 
of new high-solids acrylics, offering a new generation of improved fast cure performance.  
 
“Development in water borne resins has seen the launch of a new range of acrylics for 
interior and exterior trim applications. Nuplex EMEA has also recently launched a unique 
polymer which enables interior water borne paints to achieve the same application 
performance as solvent based paints – a key hurdle in securing the broader use of water 
based systems. This system will see broader application in the future. 
 
Mr Severin concluded “We continue to take action to meet short term challenges where we 
can and remain disciplined and focused on managing margins in all our regions. Equally we 
are progressing those longer term initiatives that underpin Nuplex’s ability to achieve our 
target return on funds employed of over 16% within the two year period between the 2016 
and 2018 Financial Years.”  
 
2014 Financial Year Operating EBITDA Guidance  
 
Nuplex provided an operating EBITDA guidance range for the 2014 Financial Year of 
between $130 million and $145 million at its Annual Shareholders Meeting in November, 
2013. The guidance statement noted that delivering operating EBITDA at the upper end of 
the range was dependent on improved trading conditions in EMEA and ANZ.  
 
With no sign of a sizeable recovery in Australia over the next six months and the additional 
$2.4 million of costs associated with implementing the ANZ re-organisation, Nuplex expects 
operating EBITDA for the 2014 Financial Year to be in the lower half of the range.  
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In ANZ, Nuplex expects ongoing pressure on Australian manufacturing markets to continue 
to weigh on the improvements in demand coming through in construction markets. In EMEA, 
trading conditions over the past few months have stabilised and are more positive compared 
to this time last year. The outlook for Asia remains for steady growth and for modest growth 
in North America.  
 
In line with previous years, it is expected that the second half result will be stronger than the 
first half given the seasonality split in EMEA and Americas. The above forecast is based on 
the six month average exchange rates as at 31 December 2013.  
 
For further information, please contact:  
Josie Ashton, Investor Relations � +612 8036 0906 � josie.ashton@nuplex.com 
 
 
APPENDIX 1: The following is extracted from the financial statements  
 
Table 1 : Reconciliation of profit attributable to equity holders of the parent company to 
Operating EBITDA   
 

 (NZ$ thousands) 
1H14 1H13 

Total Group Total Group 

Profit for the period   12.6 12.6 

Net profit attributable to equity holders of the  
parent company  

11.4 11.5 

Profit attributable to equity holders of the parent company 
attributable to non-controlling interests  

1.2 1.2 

Income tax credit on non-operating items  0.8 2.4 

Acquisition related costs  (0.3) (0.8) 

Provision related to RPC Pipe Systems Pty Ltd (14.6) (5.5) 

Legal costs in defence of product defect claim (1.5) - 

US tax audit legal costs (0.2) (0.3) 

Gain on sale of Plaster Systems land and buildings 0.6 - 

Reversal of US waste water discharge legal costs 
provision 

0.8 - 

Loss on sale of Plaster Systems business - (0.7) 

Seven Hills remediation provision (0.2) - 

Impairment of property plant & equipment (ANZ 
restructure)  

- (8.1) 

Operating profit after tax  26.0 24.5 

Tax on operating profits 8.1 7.7 

Minority interests (non-controlling) 1.2 1.2 

Share of associates 1.1 0.9 

Net financing costs  8.6 9.1 

EBIT 42.8 41.6 

Depreciation and amortization 16.7 16.0 

Operating EBITDA  59.5 57.6 
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