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WOLSELEY PLC  
 

   
  Results for the half year to 31 January 2011  

 
£m 
      

H1 2011 H1 2010 Growth Like-for-like 
Growth

(1)
 

Revenue 6,629 6,331 +5% +5% 

Trading profit
(2)

 275 167 +64%  

Profit / (loss) before tax 195 (261)   

Adjusted net debt
(3)

  933 1,447   

Basic EPS 47p (79p)   

Headline EPS
(2)

 60p 24p   

Dividend per share 15p -   

 

 
   Financial Highlights 

 
 Revenue increased by 5% on a like-for-like basis. 

 
 Gross margin was 0.2% higher than last year at 27.7% despite challenging conditions. 

 
 Trading profit of £275 million was 64% ahead of last year. 
 
 Good cash generation with adjusted net debt reduced by £262 million since 31 July 2010. 

 
 Dividend reinstated - interim dividend declared of 15 pence per share. 

 
 

  Operating Highlights 
 

 Improved trading profit and operating leverage in all geographies. 
 

 Completed three small bolt-on acquisitions.  
 

 Completed the disposal of Italy after the end of the period. 
 

 
 
 

(1) The increase or decrease in revenue excluding the effect of currency exchange, acquisitions and disposals, sales days 
and branch openings and closures.  
 

(2) Before exceptional items and the amortisation and impairment of acquired intangibles. 
 

(3) Including receivables financing and construction loan debt and an adjustment for the estimated impact of period end 
working capital measures taken. 
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Ian Meakins, Chief Executive commented on trading and outlook: 
 
“This was a good first half performance, driven principally by resilient RMI markets and the 
considerable attention that we have paid to improving customer service, protecting gross margins 
and controlling costs.  Construction markets have now broadly stabilised in most of our 
geographies, particularly the new residential and RMI segments in the USA. The overall macro-
economic environment in several regions continues to be fragile and pricing competition remains 
intense. The impact of recent VAT increases and government spending cuts leaves the outlook in 
the UK more uncertain.  
 
We continue to maintain our emphasis on protecting market share and gross margins while 
keeping a tight control on the cost base to maximise operating leverage. The Group expects to 
continue to grow in the second half of the year, though the comparatives will now be much more 
demanding. The reinstatement of the dividend reflects the strength of our balance sheet and our 
confidence in the future trading prospects of the Group.” 
 

 
ENQUIRIES: 
 
Wolseley plc 
 

 

John Martin, Chief Financial Officer Tel:       +44 (0) 118 929 8700 

Mark Fearon, Director of Communications & Investor Relations Tel:       +44 (0) 118 929 8741 
Mob:     +44  (0) 7711 875070 

  

Brunswick (Media Enquiries)  
Michael Harrison/ Nina Coad 

 
+44 (0) 20 7404 5959 

   
 

 

There will be an analyst and investor meeting at 0930 (UK time) today at The Brewery, Chiswell 

Street, London, EC1Y 4SD.  A live audio-cast and slide presentation of this event will be available 

on www.wolseley.com.   We recommend you register at 0915. Photographs are available at 

www.newscast.co.uk. 

  

http://www.wolseley.com/
http://www.newscast.co.uk/
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RESULTS FOR THE HALF YEAR TO 31 JANUARY 2011 
 
Group results 
 
In the half year ended 31 January 2011 Wolseley’s markets continued to stabilise particularly in the 
new residential and Repairs, Maintenance and Improvement (RMI) segments. Revenue growth of 
5%, an ongoing focus on maintaining gross margins and cost control led to a strong first half 
performance.   
 
During the first half the Group generated revenue of £6,629 million (2010: £6,331 million). Like-for-
like revenue growth was 5% and the rate continued to improve in the first half driven principally by 
the USA, which generated 41% of Group revenue. The beneficial impact of inflation on Group 
revenue was around 3%, principally due to rising commodity prices.  Despite considerable 
pressure on selling prices, the gross margin was 20 basis points higher at 27.7% as a result of a 
continued focus on improving customer and product mix.  Trading profit of £275 million was £108 
million higher than last year driven by higher revenue and gross profit and a stable cost base.  
While operating costs in the first half were £16 million lower, the cost base in constant currency in 
the ongoing business, excluding disposals, rose by 2%. The rate of cost growth is expected to be 
somewhat higher in the second half of the year. The Group’s trading margin increased from 2.6% 
to 4.1%. 
 
An exceptional charge of £11 million was incurred in the first half arising primarily from losses on 
disposal of businesses and the revaluation of assets held for sale (2010: exceptional charge of 
£255 million).  The charge relating to amortisation of acquired intangibles was £38 million (2010: 
£48 million). Net finance costs of £31 million (2010: £41 million) were substantially lower reflecting 
the reduced level of net debt and the benefits of effective cash pooling.  Profit before tax of £195 
million (2010: loss before tax of £261 million) was strongly ahead.  
 
The effective rate of tax on trading profit less net finance costs was 30% (2010: 34%) principally as 
a result of the redomiciliation to Switzerland.  Headline earnings per share were 60.5 pence (2010: 
24.5 pence) and basic earnings per share from continuing operations were 47.1 pence (2010: loss 
per share of 79.5 pence).  The growth in profitability has enabled the reinstatement of dividends 
and an interim dividend of 15p per share has been declared. 
 
Operating review 
 
Further details of the financial performance and market conditions in each of the Group’s segments 
are set out below: 
 
Geographical analysis 
 
£ million Revenue 

 
H1 2011 

Revenue 
 

H1 2010 

Change Like-for-
like 

change 

Trading 
profit 

H1 2011 

Trading 
profit 

H1 2010 

USA  2,678 2,373 +13% +9% 146 98 

Canada 408 353 +15% +6% 23 18 

UK 1,221 1,233 (1%) +6% 51 33 

Nordic 1,020 990 +3% +4% 48 47 

France 888 934 (5%) +2% 13 (5) 

Central Europe 414 448 (8%) (3%) 16 4 

Central and other costs     (22) (28) 

Group 6,629 6,331 +5% +5% 275 167 
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Quarterly like-for-like revenue growth versus last year 
 
 Q2 2010 Q3 2010 

 
Q4 2010 Q1 2011 

 
Q2 2011 

 

USA (14%) (4%) +5% +6% +11% 

Canada (1%) +6% +12% +7% +4% 

UK (4%) +4% +5% +5% +8% 

Nordic (9%) (5%) +3% +4% +4% 

France (11%) (8%) (2%) +2% +2% 

Central Europe (4%) (3%) (6%) (3%) (4%) 

 (10%) (2%) +4% +4% +7% 

 
USA (41% of Group revenue) 
 
Like-for-like revenue growth for the period in the USA was 9%, with a further 4% of growth due to 
the strengthening of the US Dollar.  Growth was broadly based, supported by price inflation of 
3.5% with all of the major business units generating decent growth, driven principally by stable new 
residential and RMI markets. 
 
The gross margin was ahead of last year, with intense pricing pressure largely mitigated by a 
continued focus on improvements in supplier mix and changing the business mix towards 
showrooms, counter sales and private label products.  The combination of revenue growth and 
margin improvement led to a significant increase in trading profit to £146 million (2010: £98 
million).  Operating costs increased by 6% in constant currency due to some additional headcount, 
increases in pay rates and higher variable costs.  All major business units continued to gain market 
share in the period. 
 
The Blended Branches business, which services residential and commercial customers, had a 
strong first half as RMI markets held up well. The Heating, Ventilation and Air Conditioning (HVAC) 
and Industrial businesses were also strongly ahead, with HVAC benefiting from a focus on higher 
margin spare parts and increasing private label sales.  The commercial Fire and Fabrication 
business returned to growth in the period, although commercial markets generally continued to lag 
behind residential markets.  We continue to invest in the B2C internet business, Build.com, which 
generated strong revenue growth.  In December we completed the acquisition of a small 
Waterworks distributor with three locations in Alabama and Missouri growing the business’s 
footprint in the region.  The US trading margin was 5.5% (2010: 4.1%).   
 
Canada (6% of Group revenue) 
  
In Canada revenue for the period was 6% ahead of last year on a like-for-like basis.  Overall, the 
growth rate declined in the first half as the Canadian economy cooled, following rises in interest 
rates and weakening consumer sentiment.  Housing starts fell back slightly, although overall 
activity levels appear to be stable. 
 
Trading profit of £23 million was £5 million ahead mainly relating to an improvement in the gross 
margin due to the benefits of the new distribution centre in Milton, greater focus on product 
strategy and customer segmentation.  Operating costs grew by 5% at constant currency as we 
reinvested in our service proposition and associated human resources.  Blended Branches, 
Waterworks and Industrial all improved their performance during the first half.   Blended Branches 
grew in line with the market and Waterworks and Industrial both gained market share in the period. 
HVAC performance weakened and market share was slightly lower. The trading margin in Canada 
overall was higher at 5.6% (2010: 5.0%).   
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UK (19% of Group revenue) 

 
Revenue of £1,221 million in the UK was slightly lower as a result of disposals. Like-for-like 
revenue was 6% ahead in the period as markets improved, aided by 3% price inflation, principally 
in commodities.  The business has experienced a continuation of the gradual recovery in the more 
resilient RMI sector.  
 
Growth trends in the period were encouraging, with market conditions stronger than expected. 
However, we remain cautious given the potential impact of prospective cuts in public sector 
spending, which represents about 25% of UK revenues, and VAT increases. Trading profit of £51 
million was £18 million ahead of the prior year, of which £6 million arose from the disposal of 
underperforming businesses. Trading profit for ongoing businesses increased by £12 million as a 
result of revenue growth, a slight reduction in gross margin and a 2% increase in operating costs.     
 

Plumb and Parts Center performed well and, despite intense competition, was able to edge gross 
margins higher and continue to gain market share in the sector. The business was unsuccessful in 
the retendering of a national supply contract for boilers and parts.  The existing contract ends on 
31 March 2011 and the annual impact is estimated to be £70 million in revenue and £5 million in 
trading profit.  We will increase our focus on investing in our core base of small and medium sized 
plumbing customers. 
 
Build Center continued to improve its trading performance in the first half with further reductions in 
the cost base.  It slightly underperformed the market as we focussed on protecting gross margins 
which were ahead of last year.  The Pipe and Climate business also performed well, generating 
strong growth in the period as a result of improved management focus and some benefits from 
commodity price inflation.  Trading conditions in Bathstore were particularly challenging with 
revenue down 9% in the period.  
 
The trading margin for the UK was higher at 4.1% (2010: 2.7%).   
 
Nordic (15% of Group revenue) 
 
In the Nordic region like-for-like revenue growth was 4% helped by 2% price inflation. The market 
in Denmark, the largest revenue generator in the region, remained weak with low levels of 
construction activity and poor consumer confidence continuing to impede any meaningful recovery.  
In contrast, our building materials businesses in Sweden, Finland and Norway benefited from 
better markets, with Finland performing the strongest.  Overall, we held market share in Denmark 
and improved market share in Sweden, Finland and Norway.   
 
Trading profit in the first half of £48 million was £1 million higher than last year although the prior 
year benefited from a one-off credit of £6 million.  Underlying operating costs were 3% higher in 
constant currency. The Group continues to invest in the region and we recently acquired two small 
building materials businesses in Denmark.  The trading margin was flat at 4.7%. 
 
France (13% of Group revenue) 
 
Like-for-like revenue in France was 2% ahead principally due to price inflation.  New construction 
markets continued to recover although weak consumer confidence affected RMI markets.  Gross 
margins were higher as the business was successful in mitigating continued pricing pressure 
through improvements in supplier mix.  Trading profit of £13 million was a considerable 
improvement over the trading loss of £5 million in the prior year, and benefited from improved 
operating costs which were 5% lower in constant currency. The current year also included a one-
off benefit of £3 million which arose from the disposal of property in Brossette.  The trading margin 
was higher at 1.5% (2010:  trading loss of 0.5%). 
 
Our Reseau Pro building materials business, performed well with a strong improvement in its 
trading performance compared to last year.  The Import and Wood Solutions business continued to 
grow, benefiting from continued price inflation of around 12%.  Both businesses continued to 
protect market share.   
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Brossette, our plumbing and heating business, strongly improved its performance and is 
progressively narrowing the gap with the market and recently returned to revenue growth.  The 
business benefited from improved gross margins and lower costs, particularly from tight control 
over labour costs, and generated a small profit in the period.  Nevertheless, the Group regularly 
reviews its portfolio of businesses, and in particular the status of its Performance Builders.  The 
Group is currently reviewing a number of alternative options for Brossette and these options 
include a potential disposal. 

 
Central Europe (6% of Group revenue) 
 
In Central Europe total revenue was 8% lower than last year (3% decline on a like-for-like basis) 
with the decline arising from a continued focus on margin management and the exit of unprofitable 
business.  The gross margin in the period was strongly ahead of last year and ongoing businesses 
benefited from 4% lower operating costs. Trading profit improved to £16 million (2010: £4 million) 
with the trading margin in the ongoing business at 4.7% (2010: 2.6%). 
 
Tobler, our plumbing and heating business in Switzerland, performed strongly in the period.   
Gross margins were well ahead and the business benefited from lower distribution costs as a result 
of the rationalisation of its network of distribution centres completed in the prior year.  The Austrian 
and Dutch plumbing and heating businesses also improved their performance, benefiting from 
higher gross margins and productivity improvements. 
   
Disposals 
 
At the start of the period the Group disposed of Brandon Hire in the UK which generated revenue 
of £70 million and a trading profit of £5 million in the year ended 31 July 2010.  Cash consideration 
was £42 million.   
 
Since the half year end, the plumbing and heating business in Italy was sold for a debt and cash 
free valuation of £29 million.  In 2010, the business generated revenue of £124 million and made a 
loss of £9 million and, in the first half of 2011 the business generated revenue of £53 million and 
made a loss of £1 million.   
 
Balance sheet, interest and cash flow 
 
The Group continues to place a strong emphasis on generating cash.  Cash flow from operating 
activities was an outflow of £378 million (2010: inflow of  £56 million) which reflected the reversal of 
£495 million of favourable working capital movements at 31 July 2010, a reduction in the utilisation 
of receivables financing of £118 million and £72 million of incremental investment in working capital 
to service the expansion of the business. 
 
The Group continues to identify opportunities to invest in organic growth where projects meet 
stringent return requirements.  In line with the Group’s strategy to increase organic growth rates 
capital expenditure was higher than last year at £48 million (2010: £41 million).  The level of capital 
expenditure for the full year is expected to be in the region of £120 million to £140 million.   
 
The Group’s reported net debt at 31 January 2011 was £714 million (31 January 2010: £910 
million).  The reconciliation of reported net debt to adjusted net debt, after adjusting for the 
estimated impact of period end working capital measures, receivables financing and borrowings 
funding the construction loans business, is analysed below: 
 
 
 
 
 
 
 



7 
 

 

£m  
31 Jan 

2011 
31 July 

2010 
31 Jan 

2010 

Net debt as reported 714 346  910 

Period end working capital adjustment  - 495  181 

 
714 841  1,091 

Receivables financing 156 274  232 

Construction loan debt 63 80  124 

Adjusted net debt 933 1,195 1,447 

 
The Group has a strong liquidity position with credit facilities of £2.3 billion committed for more than 
one year from the balance sheet date.  Net finance costs of £31 million (2010: £41 million) were 
lower than last year as a result of the lower net debt levels and the implementation of cash pooling.   
The Group’s net pension obligations under IAS 19 at 31 January 2011 amounted to £338 million 
(31 July 2010: £432 million). The decrease principally arose from the improvement in equity 
markets in the period.   
 
Board and management changes 
  

On 23 November 2010 Alain Le Goff stepped down as a Non Executive Director. John Whybrow 
retired as Chairman on 20 January 2011 and was succeeded by Gareth Davis, who has been a 
Non Executive Director since 2003.  As a result of this change Andy Duff has assumed 
responsibility as the Company’s Senior Independent Non Executive Director.  On 22 March 2011 
Nigel Stein retired as a Non Executive Director and Tessa Bamford and Michael Clarke joined the 
Board.  Tessa is a Non Executive Director of Barratt Developments plc, Cantos Communications 
Limited and is a Governor of the British Institute of Florence.  Michael is President of Kraft Foods 
Europe. 
 
Dividends 
 
An interim dividend of 15 pence per share will be paid on 31 May 2011 to shareholders on the 
register on 8 April 2011.  The Board expects that the interim dividend will normally be 
approximately one-third of the total dividends for the year.  The Board expects to grow the dividend 
over time taking into account the significant opportunities for investment in profitable organic 
growth and selected bolt-on acquisitions.  The Group will continue to target adjusted net debt in the 
range of 1x and 2x EBITDA, consistent with investment grade credit metrics.  
 
Outlook 
 
Construction markets have now broadly stabilised in most of our geographies, particularly the new 
residential and RMI segments in the USA. The overall macro-economic environment in several 
regions continues to be fragile and pricing competition remains intense. The impact of recent VAT 
increases and government spending cuts leaves the outlook in the UK more uncertain.  
 
We continue to maintain our emphasis on protecting market share and gross margins while 
keeping a tight control on the cost base to maximise operating leverage. The Group expects to 
continue to grow in the second half of the year, though the comparatives will now be much more 
demanding. The reinstatement of the dividend reflects the strength of our balance sheet and our 
confidence in the future trading prospects of the Group. 
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Principal risks and uncertainties 
 
The principal risks and uncertainties which affect the Group are: 
  
Market 
conditions 

The Group’s results depend on the levels of activity in the new construction 
and repair maintenance and improvement markets.  Markets may fluctuate 
rapidly or experience a second downturn. 
 

Competitive 
pressures and 
margin erosion 

Competition could lead to downward pressure on sales prices and profit 
margins. 
 
 

Capital 
expenditure and 
return investment 

The ability of the Company’s management to control organic capital 
expenditure and to identify, value and integrate any acquisitions can have 
a significant impact on the return on investment obtained by investors. 

  
People Wolseley’s ability to provide leadership and products and services to 

customers depends on retaining sufficiently qualified, experienced and 
motivated personnel.  In order to increase productivity and be able to take 
growth opportunities when markets improve, Wolseley must maintain the 
skills and experience of its existing management and continue to develop 
the managers of the future. 
 

Systems and 
infrastructure 
capabilities and 
resilience 

The Group can only carry on business as long as it has the people, the 
information technology and the physical infrastructure to do so.  The safe 
and continued operation of such systems and infrastructure is threatened 
by natural and man-made perils and is affected by the level of investment 
available to improve them. 
 

Governmental 
regulations 

The Group is subject to the laws governing businesses generally, including 
among others, laws relating to competition, international trade, corruption 
and fraud, land usage, zoning, the environment, health and safety, 
transportation, labour and employment practices (including pensions), data 
protection and payment terms.  In addition, building codes or particular tax 
treatments may affect the products Wolseley’s customers are allowed to 
use and, consequently, changes in these may affect the saleability of some 
Wolseley products. 
 

Restructuring 
actions 

At the date of this report, the Group believes that a large majority of the 
restructuring actions needed are complete.  However, the continued 
economic uncertainty and the ability of its businesses to meet their 
performance targets are factors that may drive further restructuring over 
the coming months and years. 
 

Litigation The international nature of Wolseley’s operations exposes it to the 
potential for litigation from third parties and exposure is considered to be 
greater in the US than in Europe.  Litigation can arise in areas such as 
product liability, workers’ compensation, general employer liability and 
environmental and asbestos litigation. 

 
These risks and uncertainties are further detailed on pages 31 to 33 of the Annual Report and 
Accounts 2010, a copy of which is available at www.wolseley.com. 
 
 
 
 
 
 
 
 

http://www.wolseley.com/
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The outlook section of this half year statement provides a commentary concerning the remainder of 
the financial year. 
 
Statement of Directors’ responsibilities 
 
The Directors confirm that to the best of their knowledge: 
 

 The condensed set of financial statements has been prepared in accordance with IAS 34 as 
adopted by the EU; 

 The interim management report includes a fair review of the information required by DTR 4.2.7 
R (indication of important events during the first six months of the financial year, their impact on 
the condensed financial statements and a description of the principal risks and uncertainties for 
the remaining six months of the financial year); and 

 The interim management report includes a fair review of the information required by DTR 4.2.8 
R (disclosure of material related party transactions and changes therein). 

 
At the date of this statement, except for the changes noted on page 7, the Directors in office are 
those listed in the Group’s Annual Report and Accounts 2010. 
 
By order of the Board, 
 
 
 
 
Ian K Meakins    John W Martin 
Group Chief Executive  Chief Financial Officer 
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Notes to statement 
 
1. About Wolseley  
 
Wolseley plc is the world's largest specialist trade distributor of plumbing and heating products to 
professional contractors and a leading supplier of building materials in North America, the UK and 
Continental Europe.  Group revenue for the year ended 31 July 2010 was £13.2 billion and trading 
profit was £450 million.  Wolseley has around 47,000 employees operating in 25 countries.  It is 
headquartered in Switzerland and listed on the London Stock Exchange (LSE: WOS) and is in the 
FTSE 100 index of listed companies. 

 
2. Financial Calendar  

 
Wolseley will announce its Q3 Interim Management Statement for the period ending 30 April 2011 
on 1 June 2011. 
 
3. Legal Disclaimer 
 
Certain information included in this announcement is forward-looking and involves risks, 
assumptions and uncertainties that could cause actual results to differ materially from those 
expressed or implied by forward-looking statements.  Forward-looking statements cover all matters 
which are not historical facts and include, without limitation, projections relating to results of 
operations and financial conditions and the Company’s plans and objectives for future operations, 
including, without limitation, discussions of expected future revenues, financing plans, expected 
expenditures and divestments, risks associated with changes in economic conditions, the strength 
of the plumbing and heating and building materials market in North America and Europe, 
fluctuations in product prices and changes in exchange and interest rates. Forward-looking 
statements can be identified by the use of forward-looking terminology, including terms such as 
"believes", "estimates", "anticipates", "expects", "forecasts", "intends", "plans", "projects", "goal", 
"target", "aim", "may", "will", "would", "could" or "should" or, in each case, their negative or other 
variations or comparable terminology.  Forward-looking statements are not guarantees of future 
performance.  All forward-looking statements in this announcement are based upon information 
known to the Company on the date of this announcement.  Accordingly, no assurance can be 
given that any particular expectation will be met and readers are cautioned not to place undue 
reliance on forward-looking statements, which speak only at their respective dates. Additionally, 
forward-looking statements regarding past trends or activities should not be taken as a 
representation that such trends or activities will continue in the future.  Other than in accordance 
with its legal or regulatory obligations (including under the UK Listing Rules and the Disclosure and 
Transparency Rules of the Financial Services Authority), the Company undertakes no obligation to 
publicly update or revise any forward-looking statement, whether as a result of new information, 
future events or otherwise. Nothing in this announcement shall exclude any liability under 
applicable laws that cannot be excluded in accordance with such laws 
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