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Presentation by Derek O’Neill 
Billabong’s Chief Executive Officer 
 
 
Billabong International Limited continued to achieve strong underlying growth in the six 
months to 31 December 2007. Group sales rose 15.8% in constant currency terms, or 
8.4% in reported Australian dollars, to $662.0 million ($610.7 million in the prior year 
period), with the Americas, Europe and Australasia each delivering double-digit sales 
growth in constant currency terms. 
 
Earnings before interest, tax, depreciation and amortisation (EBITDA) of $147.3 million 
was up 12.5% in constant currency terms, or 6.2% in reported Australian dollars. Group 
EBITDA margins of 22.2% (22.7% in the prior year period) eased slightly principally due 
to segment mix with strong EBITDA growth and improving margins in Europe offset by 
slightly lower margins in Australasia and the Americas. 
 
Net profit after tax (NPAT) lifted 4.7% in constant currency terms. As previously 
foreshadowed, reported NPAT growth was slightly negative, dipping 2.0% to $88.7 
million ($90.5 million in the prior year period) due to a strong appreciation in the 
Australian dollar against the US dollar, with an average half-year rate of 86.8 cents 
compared to the prior half-year average rate of 76.0 cents, and to a lesser extent an 
appreciation in the Australian dollar against the Euro. Backing out the $6.3m in one-off 
tax benefits from the prior year period, NPAT was up 13.1% in constant currency terms. 
 
Directors declared an interim dividend of 27 cents per share (up 14.9% from 23.5 cents 
per share previously), reflecting confidence in the underlying strength of the business. 
Directors further advised that the final dividend for the 2007-08 financial year will be fully 
franked. However, the strong growth of the Group’s international business combined with 
likely increased dividends in the future is expected to lead to ongoing dividends being 
partially unfranked. 
 
All regions achieved strong revenue growth, with the Americas lifting 13.2% in constant 
currency terms, or 0.4% in reported Australian dollars due to the negative impact of the 
significantly stronger Australian dollar. Europe maintained its strong growth profile, with 
revenues growing 19.6%, or 15.5% as reported in Australian dollars. Australasia grew 
revenue 16.8%, or 15.3% in reported Australian dollars, with the performance buoyed by 
the first-time inclusion of sales from South Africa. 
 
The Group’s Company-owned store network lifted to 193 stores (up from 159 at the start 
of the half), with the majority of new stores added in Europe, Asia and South America. 
The expanded retail network generated approximately 18% of Group revenue in the half. 
 
The Company’s portfolio of brands maintained leadership positions across a range of 
categories within the global boardsports sector. A further two brands were also added to 
the Group during the reporting period. Xcel, a 25-year-old Hawaii-based wetsuit brand, 
was acquired in September 2007 and the Australia-based women’s swimwear brand 
Tigerlily was purchased in December 2007, marking the Group’s first acquisition of a 
dedicated female brand. Both brands made a modest contribution to sales in the first 
half, given they were purchased late in the period. 
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The Group entered the second half with good sales momentum, healthy forward orders, 
market leading brands and an expanding geographical reach. These factors are 
expected to enable the Group to outperform within its sector. 
 
 
MARKET OVERVIEW 
 
Americas 
Key highlights: 

- Sales up 13.2% in constant currency terms 
- EBITDA up 7.9% in constant currency terms 
- Strong forward orders 

 
Group sales in the Americas, which includes the Company’s biggest market of the USA, 
grew 13.2% in local currency terms to US$249.6 million (US$220.4 million in the prior 
year period). In reported Australian dollars, sales were up 0.4% to $287.5 million ($286.3 
million in the prior year period). The sales growth was particularly pleasing given the 
33.5% constant currency revenue increase in the prior year period reflected the first-time 
inclusion of sales from the Nixon brand. The greatest growth was within the independent 
specialty store channel, leading to increased market share in core boardsports outlets. 
 
EBITDA was up 7.9% in local currency terms (or down 6.0% in reported Australian 
dollars due to the adverse impact of currency translation) to US$41.7 million (US$38.6 
million in the prior year period). This represents 32.6% of Group EBITDA. EBITDA 
margins of 16.7% were slightly lower (17.8% in the prior year period), due to a 
combination of the impact on retail of softer tourism in Hawaii, reduced sales to Pacific 
Sunwear and growing contributions from the lower margin South American business. 
Margin expansion is expected to return in the second half. 
 
The Group achieved solid double-digit sales growth in the key market of North America, 
with the east coast showing slightly stronger growth than the west coast. While a late 
start to winter affected early sales, business rallied strongly as the weather started to 
cool. Both the US mainland and Canada performed very well, while results in Hawaii 
were mixed. The independent specialty store channel remained very consistent, with 
growth outperforming that from the larger mall-based retailers. Within retailer Pacific 
Sunwear, Billabong recorded sales growth while Element sales declined. Pacific 
Sunwear now represents approximately 15% of the Group’s North American sales. 
 
The Group’s business in the rapidly evolving territory of South America continued to 
grow very strongly, with Brazil lifting sales in the range of 20% and Peru and Chile 
growing strongly off a low base. The South American region continues to offer significant 
growth opportunities.  
 
There was excellent growth in the Group’s girls business, particularly within Billabong 
Girls and Element Eden, and good growth in the mens business. Denim, art-inspired t-
shirts and hooded fleece were particularly strong categories across both mens and girls.  
Nixon remained a clear market leader in the premium watch and accessories categories 
and had a particularly strong Thanksgiving holiday season.  
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Company-owned retail operations through the Americas continued to perform well, with 
store numbers lifting to 65 (from 58 at the start of the period). Interest in licensed retail 
stores also remained very strong, with openings in the half including a high profile 
Billabong store at Herald Square in New York. 
 
The Group ended the first half in a strong position and the forward order book remained 
very healthy as retailers placed a greater focus on proven brands.  
 
 
Europe 
Key highlights: 

- Sales up 19.6% in constant currency terms 
- EBITDA up 30.2% in constant currency terms 
- Strong growth in emerging markets 

 
The Group’s European business continued to perform very strongly, with revenue rising 
19.6% in local currency terms to €87.9 million (€73.5 million in the prior year period). In 
reported Australian dollars, European revenue lifted 15.5% to $143.4 million ($124.1 
million in the prior year period). 
 
EBITDA surged 30.2% in local currency terms (or 25.2% in reported Australian dollars) 
to €17.0 million (€13.0 million in the prior year period). EBITDA margins lifted to 19.3% 
(17.8% in the prior year period), driven by a combination of operational synergies and 
product purchasing benefits due to the stronger Euro against the US dollar. 
 
The Group experienced strong trading in key territories including Italy, Germany and a 
range of emerging territories in eastern and northern Europe. Strong sales continued in 
Spain and France. 
 
Billabong, Element, Nixon and Von Zipper performed very well, with each recording 
double-digit sales growth. Demand for the Billabong brand was high, with mens 
sweaters, fashion fleece, t-shirts and denim pants particularly strong. Element continues 
to grow strongly, with good gains coming from both the girls and mens business. Von 
Zipper had good growth in both sunglasses and goggles and has established a 
particularly strong presence in France. The watch category remained very strong for 
Nixon in both the boardsports and fashion lifestyle markets, particularly in the United 
Kingdom. In footwear, Element is achieving some success in a softer environment for 
closed-toe footwear, while Kustom has added resources within the design team to meet 
the diverse needs of the European market. 
 
At a retail level, the Group opened 16 stores to take the total European company-owned 
store count to 47, with a further 21 stores operated under license in the region. The 
growing retail presence continues to enhance the visibility and accessibility of the 
Group’s brands throughout Europe, particularly in the United Kingdom where retailing 
remains challenging. 
 
The Group’s European business ended the period with strong momentum in all key 
markets, with only the UK remaining more challenging. The second half is expected to 
show continued growth in the business and further margin improvement. 
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Australasia 
Key highlights: 

- Sales up 16.8% in constant currency terms 
- EBITDA up 12.1% in constant currency terms 
- Expanded brand and geographic reach 

 
Group revenue in the Australasian region lifted 16.8% in local currency terms, or 15.3% 
in reported Australian dollars, to $231.0 million ($200.3 million in the prior year period).  
 
EBITDA rose 12.1% in local currency terms (or 11.5% in reported Australian dollars) to 
$70.7 million ($63.1 million in the prior year period). EBITDA margins eased to 30.6% 
(31.6% in the prior year period), reflecting the segment’s changing regional mix, a full six 
months of the Amazon retail business and the first-time inclusion of sales from South 
Africa. The integration of the South African business has proceeded well and has 
presented the Group with strong growth opportunities in a market in which Billabong 
already has strong brand presence. 
 
Excluding the additional sales from South Africa, the Group still achieved solid sales 
growth within the Australasian region. Within Australia, the Group retained its market-
leading position, although poor summer weather did impact sales in New South Wales 
and south east Queensland. In  New Zealand, a strong first quarter was somewhat offset 
by a softening in the later part of the half, while good performances were recorded in 
Japan and the Group’s newer territories of Singapore, Malaysia and Indonesia. The 
Group also began to lay the foundations for a move deeper into emerging northern Asian 
markets such as Taiwan and Korea. 
 
All key brands performed well in the half, with the growth of Von Zipper and Element 
particularly pleasing. For Billabong, the return of 1980s-inspired surf fashion saw the 
reintroduction of vibrant colours through all product categories and this resulted in good 
sell through.  
 
At a retail level, the Group opened a number of Billabong stores in Japan and Malaysia, 
added four new Amazon stores in New Zealand and one Element store in Sydney. The 
acquisition of the Tigerlily brand added one retail outlet in Australia, while the acquisition 
of the Billabong business in South Africa included one outlet store. A number of licensed 
stores also opened in areas including Indonesia, Malaysia and Dubai, while various 
shop-in-shop concepts were opened through Li & Fung in Thailand and Hong Kong. 
 
The Group ended the period as a clear market leader throughout the Australasian region 
and the growth is expected to continue through the second half. Forward orders remain 
healthy, but growth expectations are moderated by a continuation of poor weather along 
Australia’s east coast.  
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BRANDS AND MARKETING 
 
The Billabong Group continued to build a complementary portfolio of the world’s strongest 
youth brands, each with a focus on the global boardsports sector. Sponsorship of events and 
athletes continues to play a significant part in the growth of each of the brands, as does the 
ongoing development of digital media strategies and the evolution of innovative and 
environmentally-conscious product. Billabong remains the Group’s cornerstone brand and is 
still considered relatively under-exposed in most territories around the world, while strong 
growth opportunities continue to exist for all brands, in particular Element, Nixon and Von 
Zipper. The addition during the first half of wetsuit brand Xcel is expected to contribute in the 
range of 1% of Group revenue in the 2007-08 financial year, while the addition of the Tigerlily 
swimwear brand late in the period will provide a marginal contribution in the lower volume 
second half. 
 
 
SUMMARY AND OUTLOOK 
 
At the Annual General Meeting in October 2007, the Company issued guidance that reported 
EPS growth for the 2007-08 financial year was expected to fall within a range of 5% to 10%. 
This guidance, which assumes the average Australian-US dollar exchange rate is in the 
order of 90 cents in the second half and that other currencies remain stable, remains 
unchanged. In constant currency terms, this reflects full-year EPS growth in the order of 
15%. The outlook takes into account a clear and present demand for the Group’s brands, but 
remains subject to the absence of any material deterioration in Billabong’s market. 
 
From a regional perspective, the Group’s North American business has entered the second 
half with a solid sales performance in January and a strong forward order book. In Europe, 
the strong growth profile evident in the first half is expected to continue through the second 
half. In Australasia, growth through the second half is expected to be strong due in part to 
the first full year of sales from the South African business. The regional forecasts are based 
on current momentum in the business, retailer feedback, forward orders through to the end 
of April and the maintenance of historic repeat rates. 
 
Billabong International is a globally relevant business that remains in the early phase of its 
growth cycle. The Group retains a strong balance sheet, a conservative debt profile and 
strong operating cashflows that position the business well for both organic expansion and 
growth through further brand and retail acquisitions as opportunities emerge. While recent 
months have delivered some unforeseen exceptional volatility in global economic conditions, 
the business has continued to perform well and investors should remain confident in 
Billabong International’s ability to deliver continued strong shareholder returns over time. 
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Table 4: 
Cash Flow Statement  
 
    
 2007 

$m 
 2006 

$m 
   2007 

  Change 
      % 

     

Net Cash Inflow from Operating Activities  89.1 26.1  240.8 

     

Payment for Purchase of Subsidiary, net of 
cash acquired 

(48.1) (21.3)   

Net Payments for Plant and Equipment  (26.3) (18.8)   

Payments for Intangibles  (0.4) (0.3)   

Net Cash Outflow from Investing Activities (74.8) (40.4)   

     

Proceeds from Issues of Shares  0.1 1.7   

Payments for Treasury Shares held in ESP 
Trusts 

(10.8) (7.7)   

Net Proceeds from Borrowings 66.2 90.8   

Dividends Paid (56.0) (48.7)   

Net Cash Inflow (Outflow) from Financing 
Activities 

(0.5) 36.1  

     

Net Movement in Cash Held 13.8 21.8   

     
    4 
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SEGMENT & BRAND RESULTS  

 
Americas Segment  
 
       

  2007 
$m 

2006 
$m 

  2007 
Change 

      % 

     

       
Results in USD      

• Sales Revenue   249.6 220.4   13.2  

• EBITDA 41.7 38.6   7.9  

       

Results as Reported (in AUD)       

• Sales Revenue 287.5 286.3   0.4  

• EBITDA 48.0 51.1   (6.0)  

       

• EBITDA Margin  16.7% 17.8%     
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European Segment  
 
  

2007 
$m 

 
2006 
$m 

   
2007 

Change 
  % 

 

Results in Euro      

• Sales Revenue  87.9 73.5  19.6  

• EBITDA 17.0 13.0  30.2  

       

Results as Reported (in AUD)      

• Sales Revenue 143.4 124.1  15.5  

• EBITDA 27.7 22.1  25.2  

       
• EBITDA Margin  19.3% 17.8%    

      

     6 



 

 

 13

 
 
Australasian Segment  
 
       
  2007 

$m 
2006 
$m 

  2007 
Change 

% 

 

Results in AUD (constant currency)      

• Sales Revenue  231.0 197.8  16.8  

• EBITDA 70.7 63.1  12.1  

      

Results as Reported (in AUD)      

• Sales Revenue 231.0 200.3  15.3  

• EBITDA 70.7 63.4  11.5  

      

• EBITDA Margin 30.6% 31.6%    
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Note: 
Segment Earnings Before Interest, Taxes, Depreciation and Amortisation (EBITDA) excludes 
inter-company royalties and sourcing fees and includes an allocation of head office corporate 
overhead costs (including international advertising and promotion costs).  Consistent with the half 
year ended 31 December 2006 corporate overhead costs have been allocated to each segment 
based on each segment’s sales as a proportion of Group sales.   
 

 
2007 FX Impacts 
 
 
 

     

• The current policy of hedging purchases, but not profit translation, remains unchanged. 
 

• The short term impact of currency movements on the 2007 half year result (profit 
translation) is as follows: 

 
 1 cent increase in the average half year rate for the AUD against the 
 
   USD    = decrease NPAT by 0.5%  
   EURO = decrease NPAT by 0.4%   
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