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Good Afternoon Ladies and Gentlemen and welcome to the Brickworks analyst

briefing for the half year ended 31 January 2022.



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

review of divisional performance.

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

more detail.

I will then return to discuss the outlook for Brickworks.

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, achieving record half-year earnings. Our statutory profit was $581

million, up 720% and our underlying profit was $330 million, up 269%.

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.

WHSP’s merger with Milton was completed during the period, and this resulted in a

significant one-off profit to Brickworks.

Building Products Australia delivered a strong uplift in earnings, with a particularly

pleasing performance from Austral Bricks.

In North America the completion of the IBC acquisition resulted in a significant

increase in revenue. However, earnings were lower, with margins adversely impacted

by cost pressures across the supply chain and ongoing pandemic related issues.
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Turning to the financial highlights for the period.

Revenue for the half of $535 million was up by 24% compared to the prior

corresponding period.

EBITDA from continuing operations of $488 million was up 200%, with increased

earnings from Property, Investments and Building Products Australia offset by a

decline in North America.

As I mentioned, statutory profit after tax was up 720% to $581 million and underlying

profit, excluding the impact of significant items, was up 269% to $330 million.

This translates to underlying earnings per share of 218 cents.
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Special

Final

Interim

•

•

•

We are happy to announce an interim fully franked dividend of 22 cents per share.

This is an increase of 1 cent, or 5%, compared to the previous interim dividend.

The record date for the interim dividend is 12 April, with payment on 3 May.

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

dividends for the last 46 years. This is now the ninth year in a row we have increased

dividends.
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WHSP Property Trust
NTA

BP Australia NTA BP North America
NTA

Net Debt Total Total Per Share

Brickworks has a strong portfolio of diversified businesses, including:

• Our investment in WHSP, with a market value of $2.6 billion;

• A 50% share of an industrial property trust, with our share of net asset value $1.3

billion;

• Building Products Australia net tangible assets of $701 million; and

• Building North America net tangible assets of $376 million.

Adding these, and including our net debt of $626 million, the total inferred asset

backing is $4.3 billion.

On a per share basis, this equates to over $28 per share, providing solid support for

our current share price.

It is worth noting that the net tangible assets within Building Products include land at

historical purchase cost. The market value of this land is significantly higher, and I will

discuss this in more detail later.
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•

I am pleased to report that we continue to make steady progress in improving

workplace safety.

In Australia, there were no lost time injuries recorded across our workforce during the

first half.

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 are also being rolled out across our operations in North America

where injury rates are significantly higher than Australia.

In North America, there were 3 lost time injuries for the period. Although injury rates

are higher in North America, it is encouraging to note that the rate of reportable

injuries is decreasing, and this is an important lead indicator for safety outcomes.
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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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1H21 1H22 1H20 1H21 31 Jul 21 31 Jan 22

Investments delivered an underlying contribution of $73 million for the first half, up

196%. This was driven primarily by an increase in the contribution from New Hope

Corporation and Round Oak Minerals.

During the period cash dividends of $34 million were received, up 3% on the prior

corresponding period.

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

almost $2.6 billion at the end of the period.
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•

•

Despite a decrease in value during the first half, over the long term WHSP has

delivered outstanding returns, with annualised total returns including dividends of

13.0% per annum for the past 20 years. This represents outperformance of 4.8% per

annum versus the ASX All Ordinaries Accumulation Index.
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In October 2021, WHSP completed a merger with ASX listed investment company

Milton Corporation.

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. At the time of the merger,

total pre-tax net assets increased 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 has reduced to 26.1%.

The merger resulted in a one-off non-cash profit of $279 million for Brickworks during

the period. This includes a $453 million profit on the deemed disposal of WHSP

shares, offset by Brickworks share of a goodwill impairment incurred by WHSP.

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 outstanding result in the first half, generating EBIT of $358

million, up 289%.

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

revaluation profit of $228 million. This represents an average 50 basis point

compression in capitalisation rates across the leased portfolio, reflecting the

unprecedented demand for our industrial property facilities. The revaluation also

includes a $48 million profit associated with fully serviced land held within the

Property Trust that is awaiting the commencement of development. This reflects

recent land sales transactions in the area.

In order to meet the strong customer demand, development activity within the

Property Trust has continued at pace. At Oakdale West, construction of the state-of-

the-art Amazon facility reached practical completion at the end of December 2021.

The completion of this facility, together with Building 1C at Oakdale South, resulted in

development profits of $115 million during the period.

As developments are completed, rental income continues to grow. Net trust income

for the half was $17 million, up 7% on the prior corresponding period.
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The total value of leased assets held within the Property Trust was almost $3 billion at

the end of the period. The Trust also holds a further $508 million in land that is

currently under development.

After including borrowings of $974 million, total net asset value is just over $2.5

billion. Brickworks’ 50% share of net asset value is almost $1.3 billion, up by $349

million during the period.

Gearing within the Property Trust was down to 28% at the end of the period.



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

Estates. The annualised gross rent generated from theses properties is $113 million, the

weighted average lease expiry is 7 years and the average capitalisation rate is 3.6%.

These leased properties have a gross lettable area, or “GLA”, of 823,500 square metres.

The Estates at the M7 hub, Interlink, Oakdale Central and the first stage of Oakdale East

are now fully developed.

Across the other estates, there is significant development activity ongoing, and I’d like to

take some time to outline the impact this will have on the scale of the Trust in the coming

years.



Looking at each of the Estates separately.

As I mentioned, Building 1C at Oakdale South was completed during the half, and this

facility is shown in the foreground on screen. Directly behind this facility, a further

40,500 square metres of gross lettable area remains available for development on

this Estate, across two facilities. Construction has commenced on both facilities, with

completion due by the end of the current financial year. Yusen Logistics has pre-

committed to lease part of one facility, with strong demand being experienced for the

balance.
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This photo shows the progress at Oakdale West. At this estate, all infrastructure is

now in place, and the cornerstone Amazon facility, shown in the middle of the picture,

has been completed and handed over.

More than 180,000 square metres of additional gross lettable area is pre-committed

and under construction. Of this, at least 45,000 square metres will to be completed in

the second half of financial year 2022.

The 66,000 square metre Coles facility, shown on the back of the image, is due for

practical completion in the first half of financial year 2023.
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This image shows an indicative masterplan of the Oakdale West Estate once

completed. All of the pre-committed developments are shown with a red border.

Following these pre-committed developments, a further 144,000 square metres of

gross lettable area remains available for development at this Estate.
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At Rochedale in Brisbane, the remaining 30,000 square metres of gross lettable area

has been fully pre-committed.

These final developments, consisting primarily of facilities for Woolworths and CHEP,

are expected to reach practical completion during the second half of financial year

2022.

An artist’s impression of these facilities is shown on screen.
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Current 2-3 Years 5-6 Years Beyond

In summary, there is a total of 221,100 square metres of lease pre-commitments already

secured across the Property Trust. In addition, a further 176,400 square metres is

available for development at the existing Estates. Based on current demand, we expect

these Estates to be fully built out within 3 years. This will result in additional gross rent of

around $60 million and leased asset value of $1.5 billion, taking total leased assets to

around $4.5 billion.

Brickworks also retains 100% ownership of additional parcels of land that are suitable for

sale into the Property Trust to provide further growth, subject to DA approvals.

Planning work has commenced to facilitate development of the balance of the Oakdale

East site, to be known as “Oakdale East Stage 2”. This area is currently home to the

Austral Bricks Plant 3 site, however this facility will not be required once the new brick

plant at Horsley Park is completed. If sold into the Property Trust and developed, this site

is expected to add at least $35 million in gross rent and $875 million in gross asset value

over the next 5-6 years.

The largest additional parcel of surplus land for development is at Craigieburn in Victoria,

directly south of the Wollert factory site. Industrial development may be possible at this site

over the medium term, subject to approvals. With an expected yield of around 600,000m2

of GLA, if sold into the Trust, this site will extend the development pipeline well beyond the

next five years.
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Over the past 12 months, we have also has been exploring opportunities to realise value

from our operational land.

We are now in advanced discussions in relation to a potential transaction that would

include the launch of a new Joint Venture “Operational Property Trust” in partnership with

Goodman, comprising a portfolio of properties tenanted by Building Products.

An initial portfolio of 15 Building Products’ properties, with a total gross value of around

$415 million, has been identified for inclusion in the first stage of the Operational

Property Trust (“Initial Stage”). The sale and lease back of these manufacturing sites will

deliver gross cash proceeds of around $200 million and an estimated pre-tax profit of

$260-280 million.

After the Initial Stage, additional properties with a similar value are earmarked for

inclusion in the Operational Property Trust in the coming years, following further due

diligence in relation to development potential.

Over the longer term, the partnership with Goodman support further value creation, with

some properties having the potential for development and greater utilisation.

Completing this transaction will allow Brickworks to have two distinct Property Trust

structures with Goodman - one that predominantly holds Building Products

manufacturing plants, and the other focussed on world class industrial and logistics

facilities for third party customers.
22



Brickworks considers that its discussions with Goodman are progressing well

and anticipates signing a definitive agreement and completing the potential

transaction for the Initial Stage during the second half of financial year 2022.

Despite this good progress there can be no assurance that any binding

agreement will be reached or that the proposed transaction will occur, either

within the expected timeframe or at any other time.
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Detached Multi-Res Non-Res

Turning to Building Products Australia.

Building activity has been mixed over the past 6 to 12 months. Despite concluding, the

HomeBuilder program implemented in the early stages of the pandemic continues to

underpin detached housing activity, with much of this work still to flow through.

However, the full impact of the strong underlying demand for detached housing was not felt

during the period, due to construction timelines on-site extending significantly. Supply

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

demand following the stimulus programs, shortages of some building products such as

timber, and pandemic related issues including construction restrictions and labour

absenteeism in some states.

The pandemic restrictions have also forced some intermittent shutdowns to Building

Products manufacturing plants during the period.

Within the multi-residential segment, activity has now stabilised following a number of

years of decline.

Looking across the country, residential activity has been strongest in Queensland and

Western Australia. By contrast, conditions were more subdued in the two largest states,

New South Wales and Victoria.

Non-residential building has rebounded in most states, following the scaling back of some

work in response to the pandemic.
23



•

•

•

•

Revenue for the half was $348 million, up 6% on the prior corresponding period. Early in the

period, sales in Sydney and Melbourne, our two largest markets, were impacted by construction

restrictions. However, since these restrictions were lifted, both markets have recovered well,

with sales momentum increasing steadily until the recent wet weather along the east coast.

EBIT was $27 million for the period, up 66%, and EBITDA was $54 million.

Despite supply chain difficulties and increasing unit costs in some areas, margins were higher

due to improved production efficiencies and higher prices across most business units.

Throughout the pandemic, Building Products Australia has maintained a significant capital

investment program, to enhance our competitive position in key markets.

The construction of a $75 million Austral Masonry plant in Sydney reached practical completion

in July, and the commissioning process is now largely complete.

Meanwhile, construction of our $130 million face brick facility at Horsley Park in Sydney is also

well underway. This plant will produce 130 million bricks per annum and will be the most

advanced brick plant in the world. As I mentioned, the completion of this plant will allow brick

operations in western Sydney to be consolidated at the Horsley Park site, and the remaining 75

hectares of land to be released at Oakdale East, where Plant 3 is located.

In January, the Company purchased 121 hectares of clay lands at Bringelly, effectively

replacing the clay resource at Oakdale East and ensuring that brick operations are not

adversely impacted by the release of land for property development.
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Within Austral Bricks, revenue and earnings increased across all states.

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.

Although sales have improved significantly in Western Australia, operations in this state

remain loss-making and continue to be a drag on overall performance. The current

situation is unsustainable and we will be forced to review our position in this market,

unless sales margins improve substantially during the remainder of the current upturn.

Concrete Products earnings were down, on relatively flat revenue. Improved earnings in

Austral Precast were achieved, with growing sales of the “Double Wall” product, and

improved production efficiency. This was offset by a decline in Austral Masonry, due

primarily to the disruption caused by the transition to the new plant in New South Wales.

Extremely high shipping costs had an adverse impact on Southern Cross Cement

margins.

Bristile Roofing earnings were steady, despite a decline in revenue. The decline in

revenue was attributable to lower sales volume in Victoria, the largest roof tile market in

the country. In this region, demand was not fully met, due to trade shortages that remain

a significant issue across the industry. In all other states, revenue was higher than the

prior corresponding period, despite similar trade issues.
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Midwest Northeast Mid-Atlantic South Other USA

Single Family Multi-Res Non-Res

Turning to North America, where the total value of building activity commenced for the

6 months to December 2021 was up 10% compared to the prior corresponding

period.

Glen-Gery has a broad exposure across building segments, with residential making

up 60% of sales and non-residential 40%.

Building activity, particularly in the non-residential segment, was heavily impacted in

the early stages of the pandemic, with many major projects delayed or cancelled by

state authorities. Since then, there has been a steady improvement in activity in all

segments and regions, in response to government stimulus programs and a general

re-opening of the economy.

Following the acquisition of IBC, Glen-Gery’s exposure to the Midwest region has

increased significantly, and now makes up around 60% of total sales. This region

includes major states such as Indiana, Illinois, Iowa, Ohio, Minnesota and Michigan.

Compared to other regions across the country, building activity in the Midwest was

relatively soft during the period.

Glen-Gery sales to the fast-growing southern region have increased over the past 6

months, and now represent almost 10% of revenue.
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Sales revenue was up 84% to $187 million for the half.

The uplift in revenue was driven by the acquisition of IBC in August 2021 and

increased sales to the large homebuilder market in Texas.

EBIT was $1 million, down from $4 million in the corresponding period, and EBITDA

was relatively steady at $12 million.

Margins were impacted by cost pressures across the supply chain, including a

significant increase in transportation costs amid driver shortages and truck availability

issues. More broadly, labour constraints across the industry are resulting in higher

wage rates to attract and retain staff.

The significantly higher proportion of lower priced sales to the residential segment in

Texas also had an adverse impact on the sales margin.

Pandemic-related challenges persisted throughout the half, with repeated

interruptions to manufacturing and distribution operations across the country, as both

the Delta and Omicron strains impacted workforce availability.

During the period, land sales delivered sales proceeds of US$2 million and an EBIT

contribution of US$1 million, with the largest sale being surplus land surrounding the

closed York site in Pennsylvania.
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Despite the challenges faced in the first half, the business has made strong progress

on key strategic priorities over the period.

Following the acquisition of IBC, the integration of their 17 showrooms and distribution

yards has been smooth, and the first half contribution from these stores has been in

line with expectations.

Our vertical integration strategy continued, with the acquisition of Capital Brick last

month. Capital Brick is a leading distributor of brick and masonry products with a

single outlet in Washington D.C., and is a key architectural customer of Glen-Gery.

Following the acquisitions of IBC and Capital Brick, Glen-Gery’s company-owned

distribution network has expanded to 27 locations.

Plant rationalisation and upgrades have continued, with the closure of the York site

and completion of extensive upgrades to the Hanley plant. The Hanley plant in

Pennsylvania is focussed on premium architectural products, with upgrades to the

clay preparation area, the extruder and the setting line to deliver much improved

manufacturing efficiency, product quality and a broader product range.

In November, the “G21” launch event was held, with the release of an expansive

catalogue of new products, including several exciting new ranges from the Hanley

plant.

28



A new design studio in New York City was officially opened earlier this month.

Together with the Philadelphia and Baltimore studios, these facilities will

further enhance Glen-Gery’s strong reputation for premium products and

competitive position in the high value architectural segment.



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 half was $488 million, up

200%. After depreciation and amortisation, the underlying Group EBIT was up 254% to

$450 million.

Total borrowing costs were $9 million, and tax was $110 million. This resulted in an

underlying net profit after tax from continuing operations of $330 million, up 269%.

Significant items increased NPAT by $251 million, resulting in statutory NPAT increasing

720% to $581 million for the half.
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The table on the screen shows the significant items in more detail. The key items are:

• A net profit of $279 million following WHSP’s merger with Milton. This includes a

$453 million profit on the deemed disposal of WHSP shares, offset by Brickworks

share of a goodwill impairment incurred by WHSP;

• A net $14 million cost in relation to other WHSP significant items, made up primarily

of deferred taxes on our holding;

• After tax restructuring costs of $6 million, primarily relating to the commissioning of

the Austral Masonry plant in Sydney; and

• COVID-19 related costs of $5 million, reflecting primarily unabsorbed fixed costs in

our North American plants.
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Turning to cashflow.

The total operating cash inflow for the half was $63 million, down from $76 million in

the prior corresponding period. Cash generation was adversely impacted by inventory

build within Building Products operations.

Capital expenditure of $43 million was incurred, with the company midway through

several major projects. 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.

In addition, spending on acquisitions amounted to $64 million, representing the IBC

purchase.

Dividend payments of $61 million were made during the half.
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Looking now at a range of key financial indicators.

Net tangible assets per share was up 20% over the period, to $16.72.

Shareholders equity increased by $509 million to just shy of $3 billion, which represents

$19.69 per share.

Underlying return on shareholders equity was 22% on an annualised basis, up from 12%

in financial year 2021.

As I mentioned a moment ago, operating cash flow was $63 million for the period.

Net debt increased to $626 million, up by $107 million over the period.

Taking into account the increased equity, gearing was steady at 21%.

Interest cover is very conservative at 37x.
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Looking now at our debt maturity profile.

During the period we refinanced two tranches of our existing syndicated debt facility and

added two additional US dollar tranches. This increased our committed debt facilities

from AU$830 million to around AU$1,015 million. This includes:

• A syndicated multi-currency facility of around $735 million;

• A bilateral cash advance facility of $75 million;

• An institutional term loan facility of $184 million; and

• A construction loan facility of $20 million related to the construction of the Austral

Masonry plant.

The construction loan facility matures in the second half of financial year 2022, at which

time the plant and equipment will convert to a lease.

We currently have around $310 million in funding headroom, based on committed debt

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

We have also renewed a lease over part of the brick plant at Wollert in Victoria, for a

further 5 years commencing May 2022.

I will now hand back to Lindsay to discuss the outlook.
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Thankyou Robert.
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Turning now to the outlook.

Brickworks is in a strong position, with a diversified portfolio of attractive assets. The

increasing scale of our operations means we are on track to record over $1 billion in

annual Group revenue, for the first time.

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

with Milton Corporation. 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, there is a strong development pipeline within the Property Trust,

and the completion of facilities at existing Estates over the next three years will result in

a significant uplift in rental income and asset value.

I have also discussed our plans to realise value from operational properties in Australia,

with advanced discussions in relation to the launch of a new Joint Venture Operational

Property Trust, in partnership with Goodman.

Property opportunities are also emerging in North America, with strong market interest

for some operational and surplus land assets. We are considering various strategies to

maximum value, including outright sales, sale and lease back, and joint venture property

development opportunities.
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Within Building Products Australia, the start of the second half has been

impacted by severe wet weather and flooding along the east coast. This has

resulted in reduced construction activity in key markets such as Sydney and

Brisbane. However, underlying demand remains strong, and we are hopeful

that all states will experience an elevated period of activity for the remainder

of the second half. Once the current backlog of stimulus induced housing

work is completed, recent building approvals data suggests that a period of

softer demand is likely.

In North America, ongoing margin pressures are expected to persist in the

second half. However, earnings will benefit from prior period plant

rationalisation and upgrade works, our investment in sales and marketing

initiatives and the additional contribution from the IBC and Capital Brick

acquisitions.

Of course, the outbreak of war in Ukraine has created increased uncertainty

that has the potential to significantly impact all of our businesses in a variety

of ways. These impacts may include the price and availability of energy,

upward pressure on inflation and interest rates and a decline in consumer

confidence. Further strain on international supply chains is already evident,

with shipping rates increasing back to levels not seen since the worst of the

pandemic.



I will now take questions.
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