
Low & Bonar PLC

Interim Results 2005



Headlines

• Revenue growth of over 16%;  growth across all Divisions

• Previously highlighted factors had a £5m+ adverse impact;  
profit reduced by £2m year-on-year

• Dividend will be increased to 1.70p subject to capital 
restructuring in H2

• Disposal of Plastics provides strategic focus and funds for 
expansion;  resultant residual business has higher earnings 
quality

• Acquisition of Xirion strengthens us further in a key growth 
area

• Ungeared balance sheet will provide ample headroom for 
acquisitions

• H2 expected to show progress given new product activity, 
decisive cost actions, and benefit of acquisitions



Outlook for 2005
What we said at our prelims in February 2005

• Floors and Yarns & Fabrics to drive further growth in 
subdued markets
– Product differentiation/innovation initiatives
– Organic growth through market share gains as well as selective 

underlying market growth
– Potential for further value-enhancing acquisitions

• Plastics to continue its turnaround

• Raw material prices likely to remain high, but
– Tentative signs of some softening
– Further operating cost efficiencies expected to mitigate impact
– Selling price increases have occurred 

• Expect continued progress, albeit H1 will be impacted by
– Non-woven factory upgrade to improve productivity
– Flotex launch costs (c£1m) – first time in four years
– Raw material prices at unprecedented levels (£8m plus v. 2003)

“

”



Business Context

• Markets overall holding steady in volumes;  some 
segments, however, are even more price-competitive

• Raw materials declined after peak in Q1 as market demand 
softened for PE/PP

• Decision taken to incur additional cost to kick-start organic 
growth, albeit also some unforeseen cost 

• Decision taken to sell Plastics given the strategic 
opportunities within Floors and Yarns & Fabrics and the 
Division’s enhanced stability (and hence value)



PP Price Dec  2001 – June 2005
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Key Financials

 2005 H1 

 

2004 H1 

Sales 
  

£110.5m £94.7m 

Operating Profit  
(Pre exceptional) 
 

£  4.2m 
 

£  6.2m 
 

PBT 
(Pre EU costs and amortisation) 
 

£  4.5m £  6.1m 

EPS 
(Pre exceptional and amortisation) 
  

3.26p 4.09p 

 

 



Profit & Loss Account

  2005 H1 

 £m 

2004 H1 

 £m 
 

Operating Profit  4.8  6.5  
Amortisation (0.6) (0.3) 
Interest (0.5) (0.3) 
 3.7 5.9 
Exceptional Items     0.2 (0.2) 
Profit before Tax 3.9 5.7 
Tax                   (1.2) (1.9) 
 
Profit after Tax 

 
 2.7 

 
 3.8 

 



Sales Bridge

   £m 

 
H1 2004 Sales   94.7  
Acquisitions     6.1  
Growth     9.2   
Forex     0.5  
H1 2005 Sales 110.5  
 
 



Profit Bridge
  

   £m 
 

  

Operating Profit pre exceptional – H1 2004 6.2  
Decrease in Divisional Profit (2.5)  
Decrease in Central costs 0.1  
Acquisitions  0.4   
Forex        -  
Operating Profit pre exceptional –  H1 2005   4.2  
 
 



Cash Flow

 2005 H1 
£m 

2004 H1 
£m   

Operating Profit 
Depreciation & Amortisation 
Capital Expenditure 
Working Capital 
Operating Cash Flow 

Exceptional Item 
Interest and Tax 
Dividends                 
Acquisition 
Asset Disposals  

Net Cash Flow 

4.2 
4.3 

(4.4) 
(12.9) 

(8.8) 

  - 
(1.1) 
(2.9) 

(10.4) 
   0.4 

(22.8) 

6.0 
4.0 

(3.0) 
 (5.8) 

1.2 

(0.2) 
(2.6) 
(2.7) 

- 
  0.5 

 (3.8) 



Plastics Disposal

• Consideration of £25.75m, subject to adjustments on 
completion

• Division demonstrated continued progress and recovery, 
despite PE pricing

• Makes Low & Bonar a more focused and higher earnings 
quality entity

• Provides funds for expanding Floors and Yarns & Fabrics 
further

• Plastics is moving to a Group where it will be more 
prominent and hence can progress faster



Floors – H1 Performance

• Main driver of growth was MoD contract, which is performing 
well

• Growth elsewhere in specific products (entrance systems) and 
markets (France, Germany, Benelux)

• Highest level of new product activity for years; a “pain barrier”
to go through to build for the medium term

• Although most cost increases were foreseen there were 
instances of additional unplanned complexity

• Decision taken to simplify the business and take out £1m+ of 
cost in June 2005

• Management confident of division returning to target levels of 
12% - 13% operating margins; will be achieved via volume 
growth and cost efficiency

• Management team strengthened across all areas to cement 
progress



Floors Profit Bridge:  H1 2004 vs. H1 2005

2004 H1 PBIT £5.7m

Increased raw material costs (£0.9m)

Increased sales and marketing costs (£0.7m)

Extra contribution from MoD £0.7m

Additional provisions, distribution and

rectification costs (£1.1m)

Net other costs/volume/price impact (£0.2m)

2005 H1 PBIT £3.5m



Floors – H1 Performance

   2005 H1 
  £m 

 

2004 H1 
    £m 

Sales    
 

44.6 
 

38.4 
 

Operating Profit    3.5   5.6 

 
 



Yarns & Fabrics – H1 Performance

• Division has coped very well with a £2m+ spike in PE/PP

• Good sales growth (27%) achieved organically (13%) and 
through acquisition (14%)

• Growth pipeline looking stronger than ever

• Two acquisitions performing satisfactorily and synergies 
being realised

• Belgian manufacturing investment successfully 
implemented and performing well

• Grass yarn capacity increased in both Dundee and China

• Sinopec relationship via Yihua Bonar is a great opportunity

• Continued process and financial stability in the very 
strategically exciting technical textile market



Yarns & Fabrics – H1 Performance

 2005 H1 
£m 

 

2004 H1 
£m 

 
 

Sales 
 
Operating Profit 
 
Exceptional gain 

33.5 
 

2.2 
 

0.2 

26.3 
 

2.3 
 

- 
 

 



Yarn Type Products

Unspun Fibre

Fabrics

Other Fabrics
Knitted Fabrics

Nonwoven Fabrics

Woven Fabrics

Technical Textiles Fabrics

16.7 11.1
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World Technical Textiles Consumption,2000
(%, m tonnes) 2000-2010

CAGR

2.8%

5.0%

3.3%
4.0%

The Technical Textile market is large and 
relatively high growth



Acquisition of Xirion

• Strategically important deal in one of our most attractive 
markets

• €13.6m acquisition (£9.4m), plus adoption of €2.9m of 
debt (£2.0m)

• Business made over €0.7m EBITDA in the first 5 months of 
2005 on sales of €4.5m

• High growth business which is a global leader in the 
attractive monofilament sector for grass yarns

• Combination of Xirion with Dundee and Yihua Bonar is a 
very powerful one in technologies and global reach

• Saves the Group 2 to 3 years in development time and 
strengthens our position with new customers in continental 
Europe



Plastics – H1 Performance

 2005 H1 

£m 

2004 H1 

£m 

 
Sales 32.3 30.0 

   

Operating Profit 0.6 0.4 



Looking ahead – Group Strategy

• H1 – a conscious decision to invest for growth for the 
long-term benefit of the Group:  “one step back to take two 
forward”

• Technical textiles and contract flooring will remain our focus

• Conversion of recent sales growth into profit growth –
whilst also ensuring we sustain organic growth momentum

• Maintain our focus on enhanced quality of earnings and 
continued strong cash flow

• Floors will continue to be a specialist flooring product 
manufacturer and will leverage its unique skills from the 
MoD contract

• Yarns & Fabrics will continue to exploit high value-added 
segments in the $100bn technical textiles market

• The Divisional strategies will make protection of pricing   
against raw material increases more achievable



Looking ahead – M&A Strategy

• Plastics disposal proceeds will leave the Group ungeared
again

• Acquisitions will build on our 2 core legs, especially in 
Europe and Asia

• Three acquisitions in Yarns & Fabrics in the last 12 months 
of high value-added processors of technical textiles:  we 
will actively seek other deals of this size and larger in this 
very fragmented market

• Floors will focus on high quality, specialist product 
manufacturers rather than volume players

• Strict acquisition criteria will be maintained

• Steve Good, current Divisional MD of Plastics, will stay with 
the Group and give us additional management capacity for 
acquisitions



Looking ahead – H2 Performance

• No real driver for underlying market volume recovery – or 
decline.  Our growth will primarily continue to be based on 
market share gain

• Raw materials have declined but unlikely to drop much 
further;  global capacity can only increase slowly

• Organic growth initiatives and cost actions have taken 
place;  now they need to feed through into positive results

• Xirion will make a positive contribution to H2

• Floors has had a strong start to H2;  Yarns & Fabrics has 
been in line with our expectations

• We will make progress operationally, financially and 
strategically with a more focused portfolio and increasingly 
strong management teams



Summary

• A tough business environment in H1 – but one also where 
we consciously decided to invest for the future albeit 
impacting short-term earnings

• Very encouraging sales growth profile through market 
share gain and value-enhancing acquisitions

• A stronger portfolio with higher quality of earnings following 
the Plastics disposal

• Strong cash flow and balance sheet to fund more 
acquisitions in technical textiles and specialist contract 
flooring

• Progress is confidently expected for H2


