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Good Afternoon Ladies and Gentlemen and welcome to the Brickworks analyst

briefing for the year ended 31 July 2021.



Today, I will start by providing an overview of our results for the year, including a

review of divisional performance, and then discuss the outlook for Brickworks.

Robert Bakewell, our Chief Financial Officer, will take you through the financials in

more detail.

We will then be happy to take any questions at the conclusion of the presentation.
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It gives me pleasure to report that the Company has delivered another strong

financial result, with record underlying profit of $285 million, up 95% on the prior year.

The contribution from Property was again a standout, with strong demand for our

prime industrial land driving a significant increase in the value of our portfolio.

Performance across Building Products was mixed, with the Australian operations

largely unaffected by the COVID-19 pandemic for most of the year, and delivering

significantly higher earnings.

Our North American operations were severely disrupted by the pandemic. Although

this had an adverse impact on earnings in that region, the business made good

progress on a range of strategic initiatives.

In addition to delivering the record underlying earnings, asset growth has been very

strong during the year. This includes the value of our 39% stake in WHSP increasing

by $1.2 billion over the year, and a further $289 million since then.
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Turning to the financial highlights for the year.

Revenue of $890 million, down 6%. The decrease was primarily due to land sales

revenue recorded last year, and the impact of exchange rate movements on Building

Products North America revenue, when reported as Australian dollars.

EBITDA from continuing operations of $453 million, was up 61%, primarily driven by

increased earnings from Property, Investments and Building Products operations in

Australia.

As I mentioned, underlying net profit after tax from continuing operations was a

record, at $285 million.

This translates to underlying earnings per share of 189 cents.

After including significant items and discontinued operations, the statutory profit was

$239 million, down 20% from last year. Last year’s record result included a large one-

off profit in relation to our shareholding in WHSP.
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Special

Final

Interim

•

•

•

I am happy to announce that the Directors have resolved to pay a final dividend of 40

cents per share, fully franked. This is an increase of 1 cent, compared to the previous

final dividend.

The record date for the final dividend is 3 November, with payment on 24 November.

Together with the interim dividend, this brings full year dividends to 61 cents, up by 2

cents.

We are proud of our long history of dividend growth, and the stability this provides to

our shareholders. As shown on screen, we have now maintained or increased normal

dividends for the last 45 years.
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•

In addition to dividend growth, Brickworks also has a strong history of total value

creation.

Based on the share price at the end of the financial year, the Company has delivered

shareholder returns of 13% per annum for 53 years, incorporating both dividends and

share price appreciation.

This means that $1,000 invested in Brickworks in 1968 would have been worth

around $630,000 at the end of the period.

Performance over a range of shorter periods is also shown on the slide, with

Brickworks performance exceeding the index over 1,3,5,10,15 and 20 years.



Jul 11 Jul 12 Jul 13 Jul 14 Jul 15 Jul 16 Jul 17 Jul 18 Jul 19 Jul 20 Jul 21 CurrentWHSP
Market
Value

Property
Trust NTA

BP Australia
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BP North
America

NTA

Net Debt Total Total Per
Share

Brickworks has a strong portfolio of diversified businesses, consisting of:

• Our investment in WHSP, which has a current market value of $3.4 billion;

• A 50% share of an industrial property trust, with a net asset value of $911 million;

• Building Products in Australia, with net tangible assets of $831 million; and

• Building Products in North America, with net tangible assets of $205 million.

This translates to a total inferred asset backing of $4.8 billion, after including our net

debt of $519 million.

On a per share basis, inferred net assets has increased by 149% over the past ten

years, from less than $13 in 2011, to almost $32 today.

It is also worth noting that the Building Products asset value includes land, both

operational and surplus, with market value that is significantly higher than book value.

We are currently evaluating options to release this value.
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I am pleased to report that we continue to make steady progress on improving

workplace safety.

In 2021, we recorded just one injury across our Australian operations. This represents

0.4 lost time injuries per million hours worked, in line with last year’s record low.

A sustained decrease in injuries across Australian operations has been achieved over

the past decade, through disciplined implementation of safety management systems

and procedures, together with behavioural leadership and safety training programs.

These initiatives continue to be rolled out across our operations in North America

where injury rates are significantly higher than Australia. In North America there were

10 lost time injuries during the year, translating to 6.2 lost time injuries per million

hours worked, up from 3.5 in the prior year.

Encouragingly, the total recordable injury rate, a key lead indicator for lost time

injuries, decreased from 24.3 to 21.1.
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Sustainability is at the heart of our purpose: to make beautiful products that last

forever. Products that stand the test of time.

Our bricks are made from clay and shale that is naturally abundant. They are

guaranteed for 100 years, and many installed 100 years ago remain in service today.

Their longevity also allows bricks to be recycled and re-used, unlike many competing

building products.

In 2020 we developed our new sustainability strategy, “Build for Living: Towards

2025”. This strategy focuses on the opportunity to make buildings and cities safe,

resilient and sustainable. It sets a clear pathway with 15 measurable targets and

commitments across the pillars: Responsible Business, Environment, Our People

and Community.

We are achieving pleasing progress across many aspects of sustainability. For

example, in our Australian operations we have achieved a reduction in carbon

emissions of 40% since 2006. This is supported by capital investments into modern,

fuel efficient production processes, as well as product redesign, use of recycled

material and on-board fuels, and firing our kilns with green fuels such as landfill gas.

We are also proud to offerAustralia’s only fully certified carbon neutral brick range.

10



Taking a look now at each of our divisions.
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As I have mentioned, Brickworks has a portfolio of four diversified businesses, each

with significant assets and strong market positions.
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Investments delivered an underlying contribution of $97 million for the year, up 91%.

The increase was primarily due to higher contributions from New Hope Corporation

and Round Oak Minerals.

During the year cash dividends of $58 million were received, up 3% on the prior year.

As I mentioned earlier, the market value of Brickworks’ shareholding in WHSP

increased by $1.2 billion during the year, and has increased a further $289 million

since then.
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•

•

•

Over the long term WHSP has delivered outstanding returns, with annualised total

returns including dividends of 13.4% per annum for the past 20 years. This represents

outperformance of 4.7% per annum versus the ASX All Ordinaries Accumulation Index.

Performance in financial year 2021 was particularly strong, with WHSP delivering a total

return of 70.4%.
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In June 2021, WHSP announced a proposed merger with ASX listed investment

company Milton Corporation. After receiving Milton shareholder approval in

September, this merger became effective just two days ago.

The merger creates a larger and more diversified investment house, with end market

exposure as shown in the chart on the right of the screen. Total pre-tax net assets will

increase to over $9 billion, up from around $6 billion prior to the merger.

Due to the addition of new Milton shareholders to the WHSP register, Brickworks

share in the larger WHSP will reduce to 26.1%.

The merger will trigger a one-off non-cash profit for Brickworks, due to the deemed

disposal of WHSP shares. This profit is expected to be in the range $375-425 million

(after-tax). This profit will be reported in the first half of the 2022 financial year.

Importantly, the merger will provide WHSP with increased liquidity to pursue new

investment opportunities, with a continued focus on long-term market outperformance

and growth in dividends.



•

•

•

–

•

Property delivered another great result in 2021, generating record EBIT of $253

million, up 95% on the prior year.

All Property Trust assets were revalued during the year and this resulted in a strong

revaluation profit of $149 million.

We have seen unprecedented demand for our industrial property facilities. The rapid

growth in online shopping has increased the importance of well-located distribution

hubs and sophisticated supply chain solutions. This was highlighted by a number of

significant industrial property transactions in western Sydney over the past 6 months,

with the pricing of these transactions underpinning the valuation of our high-quality

portfolio.

Also within the Property Trust, net trust income increased by 3% to $31 million and

development profits of $24 million were recorded on the completion of facilities at

Oakdale South and Oakdale East.

In addition, property sales contributed a $52 million profit during the year. This was

primarily due to the recognition of previously unrealised profits associated with the

prior sale of Oakdale West, after the lease agreements with a number of tenants

became unconditional.
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The total value of leased assets held within the Property Trust was $2 billion at the

end of the year.

The Property Trust also holds a further $686 million in land and infrastructure that is

currently under development. This increased significantly over the year due to

development works at Oakdale East and Oakdale West.

Including the development land, the total value of assets held within the Property

Trust was $2.7 billion at the end of the year.

After including borrowings of $845 million, total net asset value is over $1.8 billion.

Brickworks’ 50% share of net asset value was $911 million as at 31 July, up by $184

million during the year.

Gearing within the Property Trust was down to 32% at the end of the period.

The continued capitalisation rate compression over many years has crystallised the

value that the Property Trust was specifically set-up to capture. Since its inception

over a decade ago, Brickworks’ net asset value has increased at 18% per annum,

generating significant value for shareholders.



We are currently undergoing a period of unprecedented development within the

Property Trust, and I’d like to take some time to provide some context around the

current activity and the impact it will have on the scale of the Trust in the coming years.

The table on screen shows the breakdown of the leased properties across each of the

Estates. The annualised gross rent generated from these properties is $89 million, the

weighted average lease expiry is 4.9 years and the average capitalisation rate is 4.2%.

These leased properties have a gross lettable area, or “GLA”, of 708,600 square

metres.

The Estates at the M7 Hub, Interlink and Oakdale Central are now fully developed.

Significant land for further development exists at each of the other Estates. Across

these Estates there is a total of 284,100 square metres of lease pre-commitments

already secured.

The completion of these facilities over the next two years will result in gross rent within

the Trust increasing by around $51 million and the value of leased assets by $1.2 billion,

assuming a capitalisation rate of 4.2%, in line with the current leased assets. This



represents an uplift of around 60% in rent and leased asset value from the

current level.

The rental income per GLA achieved for these new developments is

significantly greater than the current leased portfolio. This reflects the

evolution towards more sophisticated and specialised facilities, incorporating

features such as robotics, automation and multi-storey warehousing. The

development of these advanced facilities has become a critical competitive

advantage for many businesses in the new economy and will continue to

support the increasing value of the Property Trust.

In addition to the pre-committed developments, a further 227,900 square

metres of GLA is available for development within the Trust, and this provides

further opportunity for growth in the years ahead.



Looking at each of the Estates separately.

At Oakdale South, construction is well underway on a 25,100 square metre pre-

committed facility called Site 1C. This site is shown in the foreground of the photo on

screen, with completion expected in October 2021.

Amber Tiles and Yusen will each occupy approximately half of this facility.

Construction will then commence on the final lot within this Estate, shown at the top of

the photo. This will consist of a 12,900 square metre three-unit development and a

27,600 square metre facility. Completion of these two developments is expected in

the first quarter of financial year 2023.

19



At Rochedale in Brisbane, three pre-commitments have now been secured for the

remaining 30,200 square metres available at this Estate.

This comprises a 10,600 square metre facility for Woolworths, a 16,800 square metre

facility for CHEP and a 2,800 square metre facility for Franklyn.

Progress is shown on screen, with all developments expected to reach practical

completion during financial year 2022.
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At Oakdale West, construction of the state-of-the-art Amazon facility is now well

advanced.

In total, the facility has a total floor area of 190,000 square metres, across multiple

levels, on a base floor area of 53,500 square metres. This facility is shown in the

foreground of the picture on screen, as at the 17th of August. Practical completion is

expected in December 2021.

Major infrastructure works, including a roadway and bridge to access the estate were

completed during financial year 2021. These infrastructure works allowed construction

of the 66,000 square metre Coles distribution warehouse to commence in January.

This facility can be seen in the background, with construction expected to take around

18 months.
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In the last six months, a number of new tenants have pre-committed to facilities at

Oakdale West. This includes a 35,500 square metre facility for Woolworths and an

11,000 square metre warehouse for Xylem.

An indicative masterplan of the Oakdale West Estate is shown on the screen, with all

pre-committed developments shown with a red border.

The committed GLA for Oakdale West is now 200,900 square metres, representing

58% of available building area.

Demand for the remaining 179,400 square metres is strong.
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Oakdale East is the site of Austal Bricks Plant 3, and surrounding surplus land.

Ten hectares of this surplus land was sold into the Property Trust in 2020, for the

development of a new Austral Masonry plant and additional warehouse facilities. One

of these facilities will be a new retail centre, customer display and office for

Brickworks staff. This is shown in the foreground on the left of screen, with the

masonry plant directly behind.

This development reached practical completion in July, and represents the

completion of the first stage of development at Oakdale East.
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Outside of the Trust, Brickworks retains other significant parcels of surplus land,

suitable for development in the future.

At Oakdale East, the existing Plant 3 site will not be required for brick operations once

the new brick plant at Horsley Park is completed. I will talk more about this later.

As such, this 75-hectare parcel of land will become available for expansion of the

Oakdale East Estate. This is shown on the left of screen, with the additional

development area shaded in green, and the completed stage 1 shaded in blue.

The largest additional site held for development is at Craigieburn in Victoria. This 332

hectares parcel of land is directly to the south of the Wollert factory site and is shown

on the right of screen.

Subject to approvals, mixed use industrial and / or residential development may be

possible over the medium term.

More broadly, land sales and development opportunities are continually explored

across all of our Building Products operations, to ensure the optimum return on our

land assets.



Turning to Building Products Australia.

The Stokes Avenue project shown on screen, designed by the Smart Design Studio,

is a multi-purpose residential and commercial space in Sydney.

The interior features our Bowral Bricks in Chillingham White.

This project has been featured in a range of publications including Belle Magazine,

Architecture Australia and the Australian Financial Review.

This project has also won a number of awards such as the Milo Dunphy Award for

Sustainability, at the NSW Architecture Awards and the Architizier A+ Award in the

Office Interiors category.



NSW VIC QLD SA WA TAS AUS

Detached Multi-Res Non-Res

Building activity in Australia was mixed during the 12 months to June 2021. Despite

the impacts of the pandemic, detached housing activity was very strong, with a 32%

increase in commencements compared to the prior year.

By contrast, multi-residential and non-residential building activity decreased 4% and

11% respectively.

The full impact of the increased detached housing activity was not felt during the year.

Usage of bricks and roof tiles on site typically lags a housing commencement by 3-6

months, however this has extended during the current upturn.

Supply chain delays have been caused due to a range of factors such as the sudden

surge in demand following government incentives introduced in 2020, shortages of

some building products such as timber, and building restrictions in some areas due to

COVID-19 related restrictions.
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•

•

•

•

•

These mixed conditions saw revenue relatively stable at $687 million for the year.

EBIT was $44 million, up 36% on the prior year, and EBITDA was $97 million.

Conditions steadily improved over the year, as the significant pipeline of detached

housing work eventually translated to sales. This resulted in EBIT of $28 million in the

second half, significantly higher than the first half.

This momentum came to an abrupt halt in New South Wales late in the financial year,

with the State Government announcing a two week pause of all construction work in

greater Sydney, in response to the outbreak of the delta strain of COVID-19. This

resulted in an 80% reduction in sales volume across our largest and most profitable

market, and had an estimated $3 million adverse impact on earnings in July.

During the year, we accelerated several exciting initiatives focussed in the critical

areas of new product development, capital projects, customer communications and

staff training.

Our major investment program continues to progress. Pleasingly, the new Oakdale

East masonry plant reached practical completion in July, and our team is currently

working through the commissioning process. Construction of our brick facility at

Horsley Park is also well underway.



Both of these projects have experienced significant interruptions over the past

18 months, particularly due to travel bans that have restricted the mobility of

our engineering crews and overseas based suppliers. However, our teams

have shown persistence and initiative to overcome the unprecedented

challenges and keep these projects moving forward.
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•

•

↑ ↑

↓ ↑

↓ ↑

Earnings were up across all business units.

Within Austral Bricks, the performance in Queensland was particularly strong, with

this business now returning to a market leading position following plant upgrades that

have been completed over the past few years.

The sharp recovery in housing activity in Western Australia has resulted in a strong

increase in demand. This has necessitated a ramp up in production during the second

half, amidst tight industry supply.

Concrete Products earnings improved on the prior year, despite a decline in revenue.

This business, comprising our masonry, precast and cement operations is more

exposed to the weaker multi-residential and non-residential markets.

Bristile Roofing earnings increased on reduced manufacturing costs and a simplified

strategy focussed on our core concrete and terracotta tiles.



Turning to North America.



Northeast Mid-Atlantic Midwest Other USA

Single Family Multi-Res Non-Res

Trends in building activity as a result of the pandemic have been similar to Australia,

with single family housing experiencing increasing demand across the country.

However, in the United States, sales to this segment make up only 38% of our total,

much less than in Australia.

Glen-Gery’s primary exposure is the non-residential building segment in the

Northeast, Mid-Atlantic and Midwest regions. Activity in these markets was down

10%, 6% and 15% respectively, in each of our core regions, with many major projects

delayed or cancelled by state authorities due to financing concerns, as a result of the

COVID-19 pandemic.



•

•

Sales revenue was relatively steady in local currency terms at US$152 million.

EBITDA was up 10% in local currency terms to US$20 million. After including

depreciation and amortisation, EBIT was down 6% to US$6 million.

The revenue and earnings delivered in financial year 2021 were significantly impacted

by the pandemic, and do not accurately reflect the rapid growth phase currently

underway and the significant achievements of the North American business over the

past twelve months.



•

•

•

•

Significant rationalisation of manufacturing plants and retail outlets has been

accelerated through the pandemic. The number of operating brick plants has been

reduced from 16 to 10, resulting in the average age of the kiln fleet being halved, and

all but one kiln being fully automated. This process has involved the transfer of almost

200 products to new plants and required a significant effort from technical staff across

the business.

The plant rationalisation activities have allowed for a more focussed capital spend

program. Significant upgrade works have been completed at the Hanley plant in

Pennsylvania. Improvements to the clay preparation areas were successfully

commissioned in November 2020 and will deliver improved product quality and plant

efficiency. Work on the extruder and the setting line has also been completed.

Upgrade works are also planned for Sergeant Bluff in Iowa and Lawrenceville in

Virginia.

In August 2020, a new design studio in central Philadelphia was officially opened, and

this was followed in May 2021 by a new supply centre in Des Moines. Additional

studios in New York City and Baltimore are scheduled to open in the coming months.

These studios and design centres will further enhance Glen-Gery’s strong reputation

for premium products and competitive position in the high value architectural

segment.



•

•

•

•

•

Last month we were pleased to announce our further expansion, with the acquisition of

IBC.

IBC is the largest independently owned and operated brick distributor in the U.S., with

17 showrooms and distribution yards, all located in Illinois and Indiana. This is an area

where Glen-Gery lacks a direct distribution presence, and therefore this acquisition will

fill a gap in our network. It will also significantly increase the scale of our direct

distribution network, increasing our store count from 10 to 27.

Importantly, sales volume through the IBC network will underpin production volume at

our Midwest plants, which have ample capacity to accommodate additional sales

growth.

In addition to sales of around 70 million bricks per annum, IBC offers a range of

complementary building materials and supplies such as stone, masonry, construction

materials and tools. These additional products make up around 50% of total IBC sales.

We know the business well, having enjoyed a relationship with IBC since our entrance

into the U.S. market 3 years ago.

We are pleased to welcome IBC’s 225 staff to the Brickworks Group, and we look

forward to building on the strong position they have established since their inception in

1981.



I will now hand over to Robert, to review the financials in more detail.
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Thankyou Lindsay.

As Lindsay mentioned, total underlying Group EBITDA for the year was $453 million,

up 61%. After depreciation and amortisation, the underlying Group EBIT was up 86%

to $383 million.

Total borrowing costs were $19 million, and tax was $79 million. This resulted in an

underlying net profit after tax from continuing operations of $285 million, up 95%.

After including significant items, the net profit after tax from continuing operations was

$240 million, down 24% from the record result achieved in the prior year, which

included a large one-off profit in relation to our shareholding in WHSP.

Including a small loss on discontinued operations, statutory NPAT was $239 million,

down 20%.
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The table on the screen shows the significant items in more detail. The key items are:

• A $29 million cost in relation to WHSP significant items and deferred taxes on our

WHSP holding;

• After tax restructuring costs of $13 million, primarily relating to the relocation of the

Austral Masonry plant in Sydney, the post upgrade commissioning of the Austral

Bricks plant in Cardup, Perth, the closure of retail outlets in North America, and the

staged decommissioning of production at the York plant in Pennsylvania;

• COVID-19 related costs of $3 million, reflecting unabsorbed fixed costs in our North

American plants and other incremental costs across the Group;

• Acquisition costs of $3 million during FY2021, primarily in relation to the purchase of

IBC; and

• A tax benefit of $4 million, in relation to US acquisition costs incurred in prior years,

that were previously considered non-deductable.
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Turning to cashflow.

The total operating cash inflow for the year was $140 million, up from the $74 million

in the prior year, which was adversely impacted by $71 million in higher tax payments,

including $54 million in tax on the December 2018 sale of 7.9 million WHSP shares.

Capital expenditure of $117 million was incurred, with the company midway through a

significant capital investment program. This includes the new masonry and brick

plants in Sydney, the major upgrades at Hanley in Pennsylvania and deployment of a

new enterprise resource planning system across Australia and the United States.

The uptake of the DRP that was in place for last year’s final dividend, resulted in net

dividend payments remaining steady at $84 million, despite the increase in the

dividend paid per share.
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Looking now at a range of key financial indicators.

Net tangible assets per share was down 1% over the year, to $13.88. The decline

was due to a decrease in the market value of WHSP’s listed investments, and the

recognition of lease liabilities in relation to a number of significant new long term

leases. The corresponding right-of-use assets in relation to these leases are excluded

from the NTA calculation, in line with financial reporting guidelines.

Shareholders equity increased by $77 million to $2.48 billion, which represents

$16.41 per share.

Underlying return on shareholders equity was 12%, up from 6% in the prior year.

As I mentioned a moment ago, operating cash flow was $140 million for the period.

Net debt increased to $519 million, resulting in a slight increase in gearing, to 21%.

Interest cover increased to 20 times.
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Looking now at our debt maturity profile.

Brickworks currently has a total of around $878 million in committed debt facilities. This

includes:

• A Syndicated multi-currency facility of around $632 million;

• A bilateral cash advance facility of $100 million;

• An institutional term loan facility of $100 million; and

• A construction loan facility of $46 million related to the construction of the Austral

Masonry plant.

The construction loan facility matures shortly, with the plant and equipment converting

to a lease.

As I mentioned a moment ago, net debt was $519 million at 31 July 2021.

We currently have around $360 million in funding headroom, based on committed debt

facilities and cash on hand, and significant headroom within our banking covenants.

I will now hand back to Lindsay to discuss the outlook.

39



Thankyou Robert.
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Brickworks is in a strong position, with a conservative debt level and a diversified

portfolio of attractive assets.

We are excited by the outlook for our investment in WHSP, following the recent merger

with Milton Corporation, with greater scale and liquidity providing new investing

opportunities. We expect the larger WHSP to continue to deliver superior long-term

returns and consistent dividend growth well into the future.

As I have discussed, development activity within the Property Trust is continuing at

unprecedented scale, and the completion of these facilities over the next two years will

result in a significant uplift in rental income and asset value.

Within Building Products Australia, underlying demand across the country is strong,

with a large backlog of detached housing construction work in the pipeline. In New

South Wales, sales in the first 2 months of the financial year have been impacted by

the latest outbreak of COVID-19, however I am pleased to report that our sales are

now back to around 90% of the level immediately prior to the outbreak. In response to

the increasing sales in this state, we have re-started our second kiln at Plant 3,

Horsley Park, that had been temporarily shut down in late July
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In the short term significant uncertainty persists, with the potential for new

restrictions remaining ever present across all states. A case in point is the

snap two-week shutdown of construction sites in Melbourne, as announced

by the Victorian government on Monday.

However, with vaccination rates across the country now approaching

government targets, we are hopeful that by the second half of the financial

year, the prospect of any further restrictions will be behind us, and all states

will experience an elevated period of activity.

In North America, sales momentum has re-commenced following the summer

holiday period. Assuming there are no major disruptions caused by the

pandemic, we expect improving sales volume, the benefits of plant

rationalisation and upgrades, our investment in sales and marketing

initiatives, and the additional contribution from IBC to deliver higher earnings

from North America in financial year 2022.



I will now take questions.
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