
H A L M A 
 

 

Halma p.l.c., Misbourne Court, Rectory Way, Amersham, Bucks HP7 0DE, UK. Registered in England number 40932. 
Tel: +44 (0)1494 721111  Fax: +44(0)1494 728032  Email: halma@halma.com  Web: www.halma.com 

 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Halma p.l.c.
Half year results 
2008 / 09 

Summary of analysts’ presentation by: 
Andrew Williams, Chief Executive 
Kevin Thompson, Finance Director 
 
27 November 2008 



Page 2  Summary of analysts’ presentation         27 November 2008 
 

 

 

Halma p.l.c., Misbourne Court, Rectory Way, Amersham, Bucks HP7 0DE, UK. Registered in England number 40932. 
Tel: +44 (0)1494 721111  Fax: +44(0)1494 728032  Email: halma@halma.com Web: www.halma.com 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Andrew Williams started the 
presentation by highlighting the main 
elements of a strong first half 
performance.  
 
During the first half of this year we 
achieved a record performance – 
increasing revenues by 19% and profits 
by 17%. 
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Interim results - key messages

 Record performance

 Organic growth

 Currency tailwind

 Strong balance sheet

 Dividend increased

 
 
We achieved strong organic growth 
reflecting the resilience of our end 
markets and the investments that we 
have made in recent years.  I am 
particularly pleased with the performance 
of our Infrastructure Sensors sector 
which delivered strong organic growth 
following some reorganisation in the last 
2 years. 
 
A feature of the first half performance 
was the positive impact of currency with 
the Euro being the major contributor.   
 
We have a strong balance sheet and we 
have financial headroom to support 
organic growth and acquisitions. 
 
We are increasing our interim dividend 
by 5%.   
 
 
 

Kevin Thompson, Finance Director, 
reviewed the major elements of Halma’s 
financial performance for the half year.  
 
Once again we achieved record results with 
revenue from continuing operations 
increased by 19% to £221.7 million 
(2007/08: £186.2 million) producing profit1 
17% higher at £39 million (2007/08: £33.4 
million). 
 
The first half result in each of the last four 
years shows a strong growth pattern. 
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Record revenue and profit

0

60

120

180

240

05/06 06/07 07/08 08/09

0

10

20

30

40

05/06 06/07 07/08 08/09

* before amortisation of acquired intangibles

Continuing and discontinued operations £m

Revenue Profit*
£222m

£39m

 
 
After stripping out acquisitions (mostly 
Riester acquired for £40 million last year), 
organic2 revenue growth was 14% and 
organic2 profit growth was 13%. 
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Growth 2008
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“Our strong performance over many 
years confirms the resilience of 
Halma” 
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Organic2 growth at constant currency 
was 10% and 8% for revenue and profit 
respectively, well ahead of our 5% long-
term benchmark for organic growth.  
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Return on sales – full year
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Our Return on sales3 has been high and 
consistent for many years.  For more 
than the last 20 years it has been above 
16% at the full year.  This shows 
something of the resilience of Halma 
during some challenging macro 
economic conditions.  This half year 
return on sales was 17.6% (2007/08: 
17.9%) a little lower due to the financing 
costs of the Riester acquisition, with 
operating profit1 growing by 20% - above 
the rate of revenue growth.   
 
We continue to earn high returns.  
Return on capital employed4 was 57.1% 
(2007/08: 58.5%) and ROTIC5 (Return 
on total invested capital) was 14.7% 
(2007/08: 13.9%). 
 
There was a significant impact on the 
results relating to foreign currency 
translation.  The main currencies for 
Halma are the US Dollar and Euro.  The 
US Dollar currently represents 30% of 
revenue and profit with the Euro 
representing 20% of revenue and 25% of 
profit.  
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 Main currencies

 US$: 30% revenue – 30% profit

 Euro: 20% revenue – 25% profit

 1% change

 US$: £1.4m revenue and £0.25m profit/annum

 Euro: £1.0m revenue and £0.2m profit/annum

Currency impacts

 
 
A 1% change on the exchange rate 
between US Dollar and Sterling equates to 
a movement of £1.4 million in Group 
revenue and £0.25 million of profit.  For the 
Euro a 1% change equates to £1 million of 
revenue and £0.2 million of profit.  
 
Sterling was relatively weaker compared 
with the Euro in the first half of the year and 
that contributed to a 4% increase in Group 
revenue and 5% increase in profit (before 
amortisation of intangibles) taking into 
account impacts of all currencies.  If 
exchange rates continue for the remainder 
of the year at the rates as at the end of 
October 2008 and the current trading mix 
continues, we expect a 7% boost to full year 
revenue and profit relative to 2007/08.   
 
We have been growing our business across 
the world. 
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Riester, the Health Optics business we 
acquired for £40 million in 2007/08, had a 
big impact on our geographic spread of 
revenues.  One of the key benefits of the 
acquisition was its greater geographic 
diversity.  
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Much of the 33% growth in “Rest of 
World” revenues came from Riester in 
particular in Africa, Near and Middle East 
and South America.  Riester boosted our 
revenues in Asia, in total up 36%, adding 
to the continued good progress by other 
Group businesses in China and India.  
Our businesses selling into the oil and 
gas market also did well in that region.  
Mainland Europe is now our biggest 
revenue destination and we had 
widespread success here in particular 
with our Infrastructure Sensors business 
selling into their regulated markets.  
 
We have targeted geographic expansion 
outside our traditional strongholds and so 
it is pleasing to see the percentage of 
revenues outside of UK, USA and 
Mainland Europe increase from 19% to 
21.5% of total revenue.  
 
We continue to generate strong cash 
flows – this remains a key feature of 
Halma.  We continue to encourage 
capital expenditure across the group as 
our companies, with their high returns, 
use capex to make advances in 
manufacturing and drive growth in new 
markets.  The high rate of spend is 
expected to continue through the year. 
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Cash flow and dividend

 Cash flow

 Capex 139% of depreciation

 £3m extra cash into pensions

Working capital well managed

 Higher tax payments

 Dividend up 5% - cover increased

 
 
The pension deficit increased from £36 
million at last year end to £49 million at 
the end of the half year mainly due to the 
fall in asset values.  We have maintained 
our relatively cautious assumptions in 
valuing the scheme liabilities.  We 
continue to focus on the long term 
funding needs of the pension scheme, 
and to make additional contributions into 
the pension scheme as recommended by 

the scheme actuary.  These totalled     £3 
million in this half year.    
 
Working capital was well managed during 
the half year and that remains a focus 
across all of our businesses.  The effective 
tax rate on these results fell from 29% in the 
last full year to 28% for this half year, mainly 
due to the reduction in the UK corporation 
tax rate.  Tax paid in the first half increased 
in particular due to the growth of the Group.  
 
The Interim dividend is increased by a 
further 5%, raising our dividend cover and 
contributing to our full year target of the 
dividend being covered around two times by 
profit after tax.  
 
We continue to build headroom in our 
businesses so that we are not constrained 
in our future growth.  This includes financial 
headroom.  We ended the half year with 
£48 million of net debt, a little up on the 
March 2008 figure having made the 
acquisition of Fiberguide and paid the final 
dividend for 2007/08.  This leaves us plenty 
of capacity within our £165 million 
syndicated credit facility renegotiated in 
February 2008 for a five year period.  
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Sector review 
 
Infrastructure Sensors had a very good 
first half increasing revenues by 15% to 
£92m.  Profits grew by 18% to £16.2 
million, thereby raising margins to 17.6%.   
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Infrastructure Sensors: Trading performance
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The benefits of the recent reorganisation 
in our Security sub-sector are starting to 
come through whilst those in our 
Elevator Safety business were reflected 
in revenue growth but not profit growth.  
Our Fire Detection and Automatic Door 
sensor businesses continued the 
excellent performance delivered in recent 
years, boosted by the positive impact of 
the Euro currency movement. 
 
It was pleasing to see our Infrastructure 
Sensor revenues growing in all major 
geographical regions.   
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Infrastructure Sensors
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US revenues grew by 5%.  Due to strong 
growth elsewhere, this region now 
represents just 18% of this sector.  In 
Europe there was 31% growth, mainly 
through strong performances in Fire 
Detection and Automatic Door sensors.  
In the UK, our Fire Detection business 

performed strongly whilst the Security 
market conditions were more challenging.  
In Security, our strategy continues to be to 
increase sales outside of the UK and we 
continue to invest towards this goal. 
 
Our Health and Analysis sector revenues 
increased by 25% to £76m.  This enabled 
us to grow profits by 21% to £14.2m.  The 
sector performance was helped by the 
expected contribution from Riester, the 
Health Optics acquisition completed in 
December 2007.   
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Health & Analysis: Trading performance
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Whilst all 4 sub-sectors grew revenues 
there was an uneven contribution in profit 
terms.  Our Water business delivered flat 
profits with the UK water companies 
apparently delaying investment and 
conserving cash during the first half of the 
year.  These customers are in year 4 of their 
5-year AMP investment cycle which 
historically has been a period of lower 
capital spend.  In Photonics, there was a 
slight decline in profitability as we continued 
to increase our investment in R&D and new 
product introduction.  Our Fluid Technology 
and Health Optics businesses grew both 
profits and revenues in line with 
expectations. 
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Health & Analysis
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The impact of Riester on our geographic 
footprint can be seen clearly with 
significant growth outside of our 
traditional strongholds of the US and UK.  
Sales to Asia and the Rest of the World 
increased by 79% and now represent 
21% of this sector’s revenue compared 
to 15% last year.  There is less reliance 
on the US, which now represents 41% of 
sector revenues compared with 46% last 
year.  Revenues to the UK reduced by 
7% mainly due to reduced sales from our 
Water businesses to UK water 
companies.  
 
There was another excellent 
performance from our Industrial Safety 
sector, growing revenues by 19% to 
£53m.  Profits grew by an exceptional 
30% to £11.7m and continued the recent 
trend of margin expansion. 
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Industrial Safety: Trading performance
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There was revenue and profit growth in 
all 4 sub-sectors covering many end-
markets.   For example we have seven 
Safety Interlock businesses which sell 
specialised locking systems used to 
ensure hazardous processes proceed 
safely in a wide variety of industries.   

During the first half six out of seven of these 
businesses achieved growth demonstrating 
the benefit of selling into diverse end 
markets where demand is underpinned by 
Health and Safety regulations.     
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Industrial Safety
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Our Industrial Safety businesses achieved 
very good growth in the Rest of the World 
and Asia with a strong contribution from our 
Interlock businesses selling into the oil and 
gas industries in the Far East and Australia.  
In Europe, there was good progress across 
the sector, although our Bursting Disc 
businesses experienced some slowing in 
demand as major European OEMs reduced 
inventories.  In the US, our Bursting Disc 
businesses continued to grow market share 
and benefit from increased collaboration.   
Our Asset Monitoring businesses performed 
satisfactorily and contributed to growth in 
the UK.    
 
Andrew Williams then outlined the 
current management focus. 
 
Looking ahead, it is difficult to forecast the 
scale and scope of macro-economic factors 
but it is important to note that, whilst we are 
not immune from these factors, our strong 
performance over many years confirms the 
resilience of Halma.  This is clearly 
illustrated by our stable Return on Sales 
over the past 20 years shown earlier in 
Kevin’s presentation.   
 
As I stated in the Half Year report, we saw 
lower growth rates in order intake from UK 
and US companies as we moved through 
the first half.   During October, our year-on-
year growth in order intake was around 
10%, still in line with our expectations.   
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So what is the current management 
focus within the group? 
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Current management focus: Halma

 Leverage Halma’s competitive advantages

 Resilient market drivers

 Decentralised decision making

 Strong parent company 

 Focussed capital allocation

 Risk/contingency planning

 
 

Against this trading backdrop, as a 
Group - we are aiming to leverage our 
competitive advantages.   
 

Firstly, we have market drivers which 
provide resilient demand for our products 
which are frequently non-discretionary 
spend items.  These drivers are,   
 
• increased demand for energy and 

water 
• increased demand for healthcare 
• demographics (population growth, 

ageing and urbanisation) 
• increasing health and safety 

regulations 
 

We have a real competitive advantage 
also in the way we are structured and run 
our companies.  Tactical decision making 
is decentralised down to the operating 
company level.  Decisions are made by 
those closest to markets who then have 
the ability to reallocate resources 
accordingly.  The speed and the 
precision of these responses in our 
operating companies often enable us to 
grow market share in volatile market 
conditions.   
 
In a typical year, 10% - 15% of group 
companies will be facing challenges.  If 
external factors result in an increasing 
number of companies requiring change 
we have sufficient management 
headroom to cope and ensure 
momentum is maintained.  This is a 
natural extension of our usual mode of 
operation rather than one requiring a 

new approach and different operating 
strategy. 
 

We are a strong parent company for our 
subsidiaries.  Many of our end markets are 
fragmented with many small competitors.  
Our major customers want to trade with 
suppliers who are financially sound.  The 
current economic climate gives us an 
opportunity to gain new resources and 
market share from weaker competitors.   
 

Currently, we are more selective in 
allocating capital for both capital 
expenditure and acquisitions.  Price 
expectations of vendors have continued to 
hold up but we expect more opportunities to 
arise in 2009 as good companies may be 
subject to cash constraints.  Acquisitions 
are targeted more closely on deepening our 
existing activities rather than moving to 
adjacent areas.   A good example of this is 
the recent acquisitions in Photonics of 
Fiberguide and a US optical coatings 
business from Oerlikon.  This slide shows a 
typical photonics product which measures 
light transmittance of optical components – 
for example, the coating on spectacle 
lenses. 
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Photonics acquisitions

 
 
This product was developed in a 
collaboration between Ocean Optics Thin 
Films, Ocean Optics China (software), 
Ocean Optics US (spectrometer), 
Labsphere (light capturing device) and 
Mikropack (light source) – all Halma 
companies.  In this kind of product, all 
optical components will have a coating 
applied and most will be connected using 
optical fibre (in much the same way as wires 
connect electrical components in an 
electrical product).  Fiberguide design and 



Page 8  Summary of analysts’ presentation         27 November 2008 
 

 

 

Halma p.l.c., Misbourne Court, Rectory Way, Amersham, Bucks HP7 0DE, UK. Registered in England number 40932. 
Tel: +44 (0)1494 721111  Fax: +44(0)1494 728032  Email: halma@halma.com Web: www.halma.com 

make the high value optical fibre 
assemblies.   
 
We acquired Fiberguide for $14m in 
September 2008.  It is based in New 
Jersey with a manufacturing plant in 
Idaho.  Its fibre optic assemblies are 
used by major OEMs across the world.  
In the last financial year, 2007, 
Fiberguide had revenues of $10.7m and 
operating profit of $1.8m.  Following the 
half year end, in November 2008, we 
acquired the optical coating business 
assets of Oerlikon based near Denver, 
Colorado for $6m.  These optical coating 
assets will add new coating technology, 
additional customers and new capacity to 
our existing Ocean Optics Thin Films 
business in Florida. 
 
Despite Halma’s significant competitive 
advantages we are not complacent and 
have completed a series of risk and 
contingency planning processes.  These 
have covered all aspects of our 
corporate and subsidiary business 
activities including financial, banking and 
trading issues.  We are well placed to 
respond to any future change in market 
conditions.   
 
So what are our strategic priorities at 
subsidiary company level? 
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Current management focus: subsidiaries

 Growth is achievable

 Leverage benefits from prior investment

 New products

 Manufacturing

 International markets

 People development

 Increased collaboration

 Closely manage cash and costs

 
 
Firstly we believe that growth is 
achievable even if our end market growth 
rates slow.  The key for us is to leverage 
the investment we have made in recent 
years.  Whilst these investments 
suppressed short-term margin 
expansion, they should prove to be a real 

benefit as we face more challenging times. 
 
We have increased our investment in new 
products and during the first half our 
investment in R&D increased by 17%.  
Recent new product launches and our 
current pipeline will ensure this momentum 
continues.  New products are a critical part 
of our long-term growth strategy but also 
provide opportunities for market share 
growth in the short-term. 
 
We are making good headway in 
benchmarking our manufacturing operations 
and sharing best practice across the Group.  
Many of our companies have significantly 
improved the efficiency of their 
manufacturing operations.  For example, 
prior to us acquiring Riester in September 
2007, it had plans to expand its twin site 
manufacturing facility onto a third factory.  
Since acquisition, we have helped the 
company to improve the efficiency of its 
operation significantly so that manufacturing 
is now in one location.   
 
We continue to invest in growing 
internationally and this remains a big 
opportunity for the Group.  During the first 
half, our revenues to China and India 
increased by more than 20%.  We 
completed the fitting out of our new ‘Halma 
hub’ in Mumbai.  The manufacturing hub in 
Shanghai is complete and additional group 
companies will establish manufacturing in 
the territory for the first time.  We have 
recently strengthened the marketing of our 
Water businesses in China in order to build 
strong links with the customers, government 
and local regulatory authorities. 
 
Training, developing and strengthening our 
management talent is vital to our success.  
The current environment gives us an 
opportunity to attract good people and we 
are working hard to ensure there is clear 
communication throughout our organisation. 
 
We increasingly benefit from collaboration 
between Halma businesses.   Examples 
include 
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Collaboration in Health Optics

 
 
• In Health Optics, Riester and 

Keeler have begun marketing and 
selling each other’s products in 
their respective markets.  For 
example, Keeler now sells 
Riester’s blood pressure and 
stethoscope products to their eye 
specialist customers as part of a 
‘partner’ marketing campaign.   

 
• Our Bursting Disc companies are 

developing common manufacturing 
processes in both the US and UK 
which will enable them to share 
capacity and increase speed to 
market of new products.   

 
• We are increasingly seeing 

collaborative marketing in 
emerging markets as illustrated by 
the work of our Water companies in 
China.  

 
Our companies continue to closely 
manage both cash and costs.  Whilst we 
still see opportunities for growth due to 
the resilience of our chosen markets and 
the way we operate, the balance has 
swung towards a more even balance 
between managing for growth and 
managing for returns. 
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Outlook

‘we expect Halma to continue to perform well, 

relative to markets as a whole’.

 
 
So in summary and as I stated in Halma’s 
Half Year report, whilst we saw slightly 
lower growth rates in certain market 
segments during the first half I have 
confidence in our ability to continue to 
perform well, relative to markets as a whole. 
 
 
     ___ 
 
Notes: 
 
1 Before amortisation of acquired intangible assets of 
£3.4 million (2007/08: £2.0 million). 
 

2 Organic growth measures the change in the revenue 
and profit from continuing operations.  The effect of 
acquisitions made during the current or prior financial 
period has been equalised by subtracting from the 
current period results a pro-rated contribution based 
on their revenue and profit at the date of acquisition. 
 
3 Return on sales is defined as profit1 before taxation 
from continuing operations expressed as a 
percentage of revenue from continuing operations. 
 
4 Return on capital employed is defined as annualised 
operating profit1 from continuing operations 
expressed as a percentage of operating assets.* 
 
5 Return on total invested capital is defined as 
annualised profit for the period from continuing 
operations before amortisation of acquired intangible 
assets, after taxation; expressed as a percentage of 
total shareholders’ equity, adding back net retirement 
benefit obligations, cumulative amortisation of 
acquired intangible assets and historic goodwill.* 
 
 
* see the Half year report published on 27 November 
2008 for more details. 
 
CAUTIONARY NOTE. The information contained in 
this summary is believed to be correct at 27 
November 2008.  This document contains certain 
forward-looking statements.   Forward-looking 
statements should be regarded with caution as by 
their nature such statements involve risk and 
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uncertainties relating to events and circumstances 
that may occur in the future.  Actual results may 
differ from those expressed in such statements, 
depending on the outcome of these uncertain 
future events.  The content of presentations, 
including any forward-looking statements, is not 
revised after publication. 
 
 
 
 
 


