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ASX/NZX MEDIA RELEASE

28 February 2008

Nuplex operating profit up 60%

Interim dividend up 29% 

Nuplex Industries Ltd, the leading manufacturer and marketer of specialty resins and chemicals, today announced an operating profit of NZ$24.6 million for the six months to 31 December 2007, an increase of 60 per cent over the previous corresponding period (pcp).  
Net profit increased by 185 per cent and revenue increased by 3.5 per cent to $748 million.

The directors have increased the interim dividend to 20.0 cents per share, up 29 per cent on the pcp, payable on 4 April 2008 to shareholders on the register at 20 March 2008. The dividend will be fully franked for Australian shareholders and the New Zealand imputation credit is 2.0 cents per share. Shareholders will be offered the opportunity to participate in the Dividend Reinvestment Plan. The discount from the strike price will be 27 cps.
	Results summary for the six months to
	31 Dec 2006

(NZ$m)
	31 Dec 2007

(NZ$m)
	Increase

(%)

	Sales revenue
	722.7
	748.3
	3.5

	EBITDA
	49.1
	60.6
	24.0

	EBIT
	37.5
	50.7
	35.2

	Operating Profit
	15.4
	24.6
	59.7

	Net Profit 
	8.6
	24.6
	185.0

	Earnings per share (cents)
	19.6
	30.7
	56.6

	Interim dividend per share – fully franked (cents)
	15.5
	20.0
	29.0


Mr John Hirst, group managing director said, ‘We are pleased to report profit growth in all regions except the United States, with increased volumes and margins and an earnings turnaround in China, Brazil and the United Kingdom, where combined losses were reduced by $4.3 million. All operations are now EBITDA positive and although raw material costs increased once again they were recovered. We have a sound platform on which to build in all our markets and are excited by the growth opportunities.’

Resins

	
	31 Dec 2006

(NZ$m)
	31 Dec2007

(NZ$m)
	Increase

(%)

	Sales revenue
	558.1
	581.4
	4.2

	EBITDA
	40.4
	49.4
	22.3


The result included an adverse foreign currency translation of $2.5 million indicating a real year on year EBITDA improvement of 28%.

Increased market share and improved results in Australia were offset partly by flat demand in New Zealand. The Huntsman composites business, acquired in January 2007, performed strongly.

The European business, which manufactures solvent and water-based resins for the coating industry, continued its recovery, with higher margins resulting from increased sales of specialty resins and operational cost reductions. Margins were also helped by closure of industry capacity. A major turnaround was achieved in the UK, where the company manufactures powder resins for coatings, following the transfer of liquid resin manufacturing to Europe.

Demand for Nuplex’s water based, powder and “high solids” resins was strong. These resins comply with EU legislation restricting the use of volatile organic compounds. New capacity for these environmentally-friendly resins was commissioned in Europe and the UK and will provide growth opportunities for the future. 
Asian markets continue to expand and all operations were profitable with improved performance over the prior period. Volume in China was constrained by new regulations which have removed the majority of VAT exemption on exports, but the group’s other Asian operations took up these opportunities.
With the closure of the Brazilian manufacturing plant, a strong turnaround was achieved in the group’s South American operations, which are now EBITDA positive. 

Sales and earnings in the United States, which contributes 6 per cent of group EBITDA, were marginally lower, although Nuplex’s specialty resins were relatively immune to the downturn in the construction sector.
Specialties
	
	31 Dec 2006

(NZ$m)
	31 Dec 2007

(NZ$m)
	Change

(%)

	Sales revenue
	164.6
	166.9
	1.4

	EBITDA
	8.7
	11.2
	28.7


The Specialty Products business continued to make strong progress in Australia and New Zealand, across the life sciences, plastics and chemicals sectors, but overall segment performance in New Zealand was flat, due to lower demand for construction products. 

Despite the flow through of some costs related to the closure of the Seven Hills (Sydney) plant, EBITDA increased by 29 per cent over the pcp. The product portfolio was strengthened through contracts with several new overseas principals and, following the Seven Hills closure, the business is now focusing on more profitable products and achieving greater operational efficiency.

Balance sheet

The planned sales of the Avondale (Auckland) and Seven Hills (Sydney) sites will be completed during the 2008 calendar year. With strong cash flows and an increased focus on inventory management, the company’s debt will be materially reduced by year end. 

Outlook
Mr Hirst said, ‘The second half has started well, with demand in line with the first half. Raw material costs are expected to rise, but the increases will be recovered in prices. All businesses are trading profitably. Should this continue, it is anticipated that the current guidance of approximately $120 million EBITDA for FY2008 will be at the lower end of expectations. 

‘Future sales growth will result from additional capacity recently commissioned in Europe and the UK, increased demand and capacity in Asia, and the G-Cure acquisition in the US in November. Productivity is expected to improve in Europe, Australia and the US, and there are exciting prospects for both traditional and our new low hazard technology which will continue to grow margins. Sales of surplus land and increased focus on inventory management will further add to an expected strong cash flow.’
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