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Andrew Williams, Halma’s Chief 
Executive, and Kevin Thompson, 
Halma’s Finance Director spoke at the 
Numis Engineering Conference in 
London.   
 
Andrew Williams, opened the 
presentation by giving an outline of 
Halma’s core strategy. 
 
Halma designs and manufactures 
products which protect life and improve 
the quality of life for people world-wide.  
We operate in markets with robust long-
term growth drivers and take a long-term 
view of our markets.  We seek markets 
where there is at least twenty years of 
sustainable growth rather than markets 
which only offer us rapid short-term 
growth.  The key growth drivers in our 
businesses today are,  
 

Primary growth drivers

 Demand for energy and water resources

 Growth in population, ageing and urbanisation

 Increased demand for healthcare 

 Rising expectations of health and safety 

 
 
• demand for energy and water 

resources 
• growth in population, ageing and 

urbanisation 
• increased demand for healthcare 
• rising expectations of health and 

safety 
 
All businesses in the Group are in 
markets which have one or more of 
these growth drivers present.   
 
We have three major sectors and twelve 
sub-sector businesses with operations in 
more than twenty countries. 
 

Business sectors: Revenue £456m

Health & 
Analysis

Industrial 
Safety

Infrastructure Sensors
Detecting hazards and 
protecting assets in people 
in buildings.

Health and Analysis
Improving public and 
personal health; protecting 
the environment.

Industrial Safety
Protecting assets and 
people at work.

£165m

£105m

£186m

 
 
In Infrastructure Sensors, we make products 
which detect hazards and protect assets 
and people in buildings.  Last year this 
sector contributed 41% of group revenue 
and 39% of group profit.  We are the world 
market leader in elevator door safety 
sensors and in automatic door sensors 
whilst we are the second largest 
manufacturer of point smoke detectors for 
commercial buildings in the world. 
 
Our Health and Analysis sector businesses 
sell into healthcare and environmental 
markets.  Last year, this sector contributed 
36% of group revenue and 34% of group 
profit.  Our businesses include the world 
market leader in water leak detection and 
we are amongst the top 3 global suppliers of 
hand-held health instruments for eye care. 
 
In Industrial Safety, we make products 
which protect assets and people at work.  
This is our smallest sector and contributed 
23% of group revenue and 27% of group 
profit last year.  This sector includes a range 
of niche, market leading businesses.  For 
example, we are the global leader in valve 
safety interlocks. 
 
In the long-term, there are plenty of 
opportunities for growth in these three 
sectors, yet we are selective in terms of 
what we look for in the businesses we 
acquire and develop.   
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What we look for

 Long term growth drivers

 Diverse products and customers

 Strong cash generation

 Sustainable high returns

 Strong local management

 
 
In addition to the long-term growth 
drivers we like product diversity and a 
diverse customer base.  We are not 
dependant on any single customer, with 
our largest customer representing less 
than 2% of total group revenues.  We 
target and build cash generative 
businesses since this maintains a strong 
balance sheet, enables us to re-invest in 
our existing businesses, make 
acquisitions and have a progressive 
dividend policy.   
 
We target market niches which can 
sustain high returns over a long period.  
Typically our businesses make a critical 
component within a much bigger system.  
These critical components are often a 
relatively low proportion of the overall 
system cost but a significant element of 
the overall system performance.  In 
these market niches, we seek to develop 
strong competitive advantage by building 
barriers to entry - sometimes these are 
technological but more often they are 
related to application know-how or 
product approval requirements. 
 
When we acquire businesses, we like to 
retain management and then help to 
strengthen it.  We have strong internal 
management development programmes 
for both subsidiary board directors and 
first line managers.  We have a highly 
decentralised operating structure and 
rely on the quality of subsidiary 
management to make decisions locally. 
 
Halma’s core operating principles have 
remained in place over a long period and 
their success is reflected in the 30 year 

track record for both revenue and profit 
growth.   
 

Strong track record
revenue

profit£m

£m

 
 
These charts show the resilience of the 
Group during previous economic down-
turns and also highlights the resumption of 
strong organic growth after a stagnant 
period in the early 2000’s.  
 
Kevin Thompson, Finance Director 
reviewed the short and long term 
financial strength of Halma.  
 
In June 2009 we reported record results for 
the sixth consecutive year.  
 

2008/09: Record results

* before amortisation of acquired intangibles

Continuing operations £m

£455.9m
£79.1mRevenue Profit*

£m

 
 
Profit before tax1 from continuing operations 
of £79.1m (2008: £72.8m) was earned from 
revenue of £455.9m (2008: £395.1m). 
 
We have a strong focus on returns, aiming 
for them to be both high and consistent.   
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Creating shareholder value
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We have created value for our 
shareholders by delivering a Return on 
total invested capital (ROTIC2) above our 
weighted average cost of capital (WACC) 
over many years.   
 
Our long term operating consistency also 
shows through in our Return on sales3. 
 

High Return on Sales %
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Our target is to operate in the 16-20% 
range and Return on Sales has been 
above 16% for the past 24 years.  This 
demonstrates the high value our 
customers place on our products.   
 
These high returns underpin our strong 
cash generation.  This has enabled 
Halma to sustain an increasing dividend 
over many years.  The 5% increase in 
the 2008/09 dividend represented the 
30th consecutive year of 5% or more 
dividend increases.  
 
The cash we generate also means we 
can continue to invest in our businesses.  
Research and Development expenditure 
in 2008/09 amounted to 5% of revenue 
and we continue with a high rate of 
capital expenditure also.  
 

Our financial position remains strong.  
 

Strong financial position

 Net debt £51.2m ( 2008: £44.3m)

 Loans in Euro / US $

 £165m credit facility to 2013 

 
 
As at the end of March 2009 we had net 
debt of £51.2m.  We hold a 5-year £165m 
syndicated revolving credit facility which 
was initiated in 2008.  This gives us 
headroom to invest in organic growth and 
further acquisitions.  
 
Andrew Williams gave an outline of 
Halma’s strategy and actions to meet the 
challenges of the current economic 
conditions. 
 

Current priorities

 Strong cash generation

 Reduce / control costs

 Grow market share
 International expansion

 M&A

 Technology

 
 
This year we are focussed on balancing 
short-term returns with continuing to invest 
for growth in the medium-term.   
 
We continue to concentrate on strong cash 
generation and believe the current 
economic environment provides us with an 
opportunity to squeeze working capital 
further.  To put this into context, if we do not 
make any acquisitions this year and 
currency exchange rates remain at their 
current levels, we could reduce our net debt 
down from £51 million to approximately £25 
million by March 2010.   
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Since early 2009, we have reduced our 
cost base by £20 million, including £15 
million reduction in overheads and £5 
million in product costs.  The cost of 
these actions was £1.2 million in 2008/09 
and a further £2.5 million in the first half 
of this year.  We have taken this action 
since in the current financial year we 
expect revenue decline of 6% - 8%, 
based on the absolute level of order 
intake as we entered the year. 
 
Having taken this action to reduce costs 
we still see opportunities to grow market 
share not just from smaller, weaker 
competitors but also as some larger 
customers seek to outsource non-core 
activities.  Consequently, we are 
continuing to invest in international 
expansion, acquisitions and R&D.   
 
We have a well balanced distribution of 
sales by destination. 23% of revenues 
are from the UK, 26% from the US, 29% 
from mainland Europe and 22% from the 
rest of the world.   The developing world 
offers us good opportunities since health 
and safety, healthcare and 
environmental markets are in relatively 
early stages of development.  In recent 
years we have increased investment to 
target higher growth in developing 
regions. 
 
For example, in order to assist expansion 
into China, we established two Halma 
‘hubs’ in Shanghai and Beijing in mid 
2006.  These are facilitated offices, 
manned by local people who have 
helped Halma companies recruit staff, 
complete initial market research and 
assist with other administrative burdens 
such as local payroll, taxes etc. 
 

International expansion

 Halma ‘hubs’ driving growth
 China established 2006

 India established 2008

 Target = 30% outside US/EUR

 
 
As a result, the number of Halma 
companies with employees in China has 
increased from 3 to 19 and our revenues 
there have doubled to £12 million.  In 2008, 
we set up a manufacturing ‘hub’ in 
Shanghai to enable a further four 
companies to begin manufacturing for the 
local market.   
 
Following our success in China, in late 
2008, we opened our first hub in India, in 
Mumbai.  Our goal is to increase revenues 
from outside the Europe and the US to 30% 
of the Group by 2013.  This compares with 
22% now and 17% five years ago. 
 

Technology: Collaboration in Photonics

Optical coatings

Fibre OpticsSensors

Light 
generation/capture

 
 
Exploiting and protecting intellectual 
property is a major part of our value creation 
strategy.  More recently, we have sought to 
increase the amount of collaboration 
between companies.  One example is a new 
spectacle lens coating measurement 
instrument which was developed jointly by 
our Photonics businesses within our Health 
and Analysis sector.  Our Photonics 
businesses have technology which 
generates and captures light, transmits light 
through fibre optic cable, analyses light 
using miniature spectrometers and provides 
optical coatings for optical components.  
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Optical coatings are particularly helpful in 
the development and optimisation of 
optical sensors.   
 
Three quarters of Halma businesses use 
optics, or optical sensors, in their 
products and we see a significant 
opportunity for our Photonics businesses 
to help other Halma companies gain 
competitive advantage in their chosen 
markets through technical innovation in 
Photonics. 
 

Summary

 Resilient track record

 Strong balance sheet

 Action taken to reduce costs

 Targeting market share growth

 
 
In summary, Halma has a resilient track 
record of delivering high returns and 
growth over a long period based on a 
consistent operating strategy.   We have 
a strong balance sheet which gives us 
options for future organic growth, 
acquisition growth and the ability to 
maintain a progressive dividend policy.  
We have taken action to reduce direct 
and indirect costs to maintain returns in 
the current year and are targeting 
opportunities to grow market share, by 
continuing to invest in expansion in 
developing markets, R&D and 
acquisitions. 
 
 
 1 Before amortisation of acquired intangible 
assets of £6.3 million (2008: £4.8 million). 
 

2 Return on total invested capital is defined 
as profit for the year from continuing 
operations before amortisation of acquired 
intangible assets, after taxation; expressed 
as a percentage of total shareholders’ funds, 
adding back net retirement benefit 
obligations, cumulative amortisation of 
acquired intangible assets and historic 
goodwill.* 
 

3 Return on sales is defined as profit1 before 
taxation from continuing operations expressed 
as a percentage of revenue from continuing 
operations. 
 
* see 2008/09 Annual Report for more details. 
 
CAUTIONARY NOTE. The information 
contained in this summary is believed to be 
correct at 22 July 2009.  This document may 
include forward-looking statements that are not 
factual.  Such statements involve both known 
and unknown risks.  The actual results of Halma 
p.l.c. may differ from results that are anticipated 
or implied by any forward-looking statements.  
The content of presentations, including any 
forward-looking statements, is not revised after 
publication. 
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