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Andrew Williams, Group Chief 
Executive introduced the Half year 
results.   
 
Halma has made very good progress 
during the first half of the year, reflecting 
once again the strength of our business 
model in varied market conditions.  We 
are benefitting from our market diversity 
and the resilience provided by the long-
term market growth drivers of increasing 
safety regulation, increasing demand for 
healthcare and increasing demand for life 
critical resources.   
 
Our operational management has 
continued to be good with strong cash 
generation enabling us to continue to 
increase our dividend and providing 
capacity for further investment for long-
term growth. Finally, the new sector-
focussed organisational structure 
announced in April 2014 is now well 
established and the individual sector 
growth strategies are taking shape.  
 
Key highlights for the half year included 
revenue growth of 2% and Adjusted1 
profit growth of 6%.  Both figures were 
impacted by M&A and currency, meaning 
that the organic2 constant currency 
growth figures were higher at 4% for 
revenue and 7% for profit – a very strong 
result. Return on sales3 improved from 
19.5% up to 20.2%.   
 

 
 
We continue to increase investment in 
innovation, international expansion, 
talent development and acquisitions. 

Expenditure in R&D increased by 4% in 
constant currency terms, representing 
just under 5% of revenue.  Revenue from 
outside USA, Mainland Europe and the 
UK grew by 8% with a particularly strong 
performance in South America.  We 
spent £87m on three acquisitions across 
three sectors.  We completed one 
disposal, demonstrating our disciplined 
approach to portfolio management. 
 
Good operational management resulted 
in cash generation of 87% of adjusted 
profit, benefitting from good working 
capital management.  This supported an 
interim dividend increase of 7% and we 
ended the period with net debt of £136m.  
We have plenty of financial capacity for 
further investment both organically and 
through acquisitions. 
 
Halma remains on track to make further 
progress in the second half of the year in 
line with our expectations. 
 
Kevin Thompson, Finance Director, 
reviewed the financial performance. 
 
Halma delivered another set of record 
results growing revenue and profit 
despite a currency headwind.  
Profitability increased further and there 
was underlying growth in all geographic 
regions. We made three acquisitions and 
one disposal. Good cash conversion 
means that we have plenty of financial 
capacity.  
 

 
 

Record results and continued dividend growth 
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We have delivered strong and consistent 
results achieving record revenue and 
profit in each of the last five years.  
 
Revenue grew by 2% after a significant 
adverse currency impact (5%) so at 
constant currency the growth was 7%. 
Organic2 revenue growth at constant 
currency (excluding the impact of 
acquisitions, disposals and currency 
translation) was 4% in the half year. 
 

 
 
The USA remains our largest sales 
destination, with the USA reported 
revenue affected significantly by the 
currency movements discussed below. 
There was good underlying USA revenue 
growth.  
 
We increased revenue outside of 
USA/Mainland Europe/UK from 25.2% of 
total revenue last year first half to 26.5% 
this half year, benefitting from recent 
acquisitions. We are still targetting this 
figure to reach 30% over time but good 
growth in developed markets is slowing 
our progress towards our target.  
 

 
 
Excluding acquisitions, disposals and 
currency translation impacts there was 

underlying growth in all geographic 
regions.  
 
Strong underlying growth in the USA (up 
7%) came mainly from the Process 
Safety sector and from growth in Medical 
companies which joined Halma in recent 
years. Performance in Europe was mixed 
as it was in Asia Pacific but it was 
pleasing to see growth in Asia from the 
Environmental & Analysis sector. Other 
territories grew by 9% with a strong 
performance in South America in 
particular in Oil & Gas related markets.  
 

 
 
Adjusted1 profit increased by 6% to £69m 
before 5% currency translation impact, 
so 11% growth at constant currency. 
Organic2 growth at constant currency 
was 7%.  Integration of three 
acquisitions, all made in May 2014, has 
gone well. The one disposal we made in 
the half year achieved a £1m gain; this 
was not included in Adjusted1 profit. 
 
The adverse currency translation impacts 
we saw in the half year were as 
expected. They arose from a 9% weaker 
US$ and 6% weaker Euro relative to 
Sterling, when compared with the 
average exchange rates in the first half of 
last year. Based on current exchange 
rates, we are expecting the full year 
adverse currency translation impact on 
revenue and profit to be approximately 
3%.  
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We increased profitability in the half year 
with Return on Sales3 rising to 20.2%, 
well within our 18-22% range.  Gross 
margin (revenue less the costs of direct 
materials and direct labour) remained 
strong across the Group.  
 
Return on Total Invested Capital4 
(ROTIC) and Return on Capital 
Employed5 (ROCE) both remained high.  
 
Cash performance was good with an 
87% cash conversion, ahead of our KPI 
target of 85%. We ended the half year 
with £136m of net debt having financed 
acquisition expenditure, taxation 
payments and a record dividend payout 
as well as continued investment across 
Halma.  
 

 
 
We managed working capital well in the 
half year with strong control over 
inventory and good debtor collections, 
both of which are the responsibility of our 
local management teams.  
 
The effective tax rate was 23% (H1 
2013/14: 24.6%) which is also our 
forecast of the full year effective tax rate. 
We continue to make extra contributions 

to fund our UK Defined Benefit pension 
schemes, which will be closed to future 
benefit accrual in December 2014 
following consultation with members 
earlier in 2014.  
 
The three acquisitions made this half 
year were in the Process Safety, 
Infrastructure Safety and Medical 
sectors. Total spend on acquisitions was 
£87m (excluding loan notes issued and 
debt acquired of £1m), including payment 
of £6m relating to prior and current year 
acquisitions based on achievement of 
performance targets.  
 
We increased the Interim dividend by 
7%, reflecting the strong half year 
performance and the Board’s ongoing 
confidence in the Groups’ long-term 
growth prospects.   
 
Halma’s financial position remains 
strong.  
 

 
 
In November 2013 we increased our 
syndicated bank facility to £360m and 
extended its term to 2018.  We remain 
comfortable with net debt gearing levels 
up to 1.25x EBITDA; at the half year end 
gearing was 0.8x.  This puts us in a 
strong position, with significant capacity 
to continue to invest in our businesses, 
pay an increasing dividend and do more 
of our typical value-adding acquisitions.  
 
Andrew Williams reviewed each 
Sector’s performance in more detail.  
 
We continue to see good organic and 
acquisition growth opportunity in the 
medium-term in all four sectors despite 
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the disappointing result in Environmental 
& Analysis.  
 

 
 
The impact of currency and M&A is seen 
clearly in the revenue and profit growth 
rates.  The biggest adverse impact of 
currency was in the Medical and 
Environmental & Analysis sectors whilst 
M&A had the greatest effect in our two 
Safety-related sectors.   
 

 
 
Process Safety, Infrastructure Safety and 
Medical all made strong progress with 
double-digit organic constant currency 
profit growth.  The Environmental & 
Analysis profit decline was due to poor 
management execution rather than 
significant market issues and comes after 
good growth in the second half last year.  
 
Process Safety delivered a very strong 
performance, increasing revenue by 18% 
and profit by 27%.  Organic constant 
currency growth was 8% for revenue and 
17% for profit – a very impressive 
performance.  Return on sales improved 
from 26% to 27.8%.   
 

 
 
There was some help from our markets, 
particularly Oil & Gas, but we are also 
benefitting from our sustained 
investment.  Market-led growth strategies 
have resulted in increased R&D 
investment and greater collaboration 
within the sector.  The latter factor has 
been particularly useful in accelerating 
international expansion, enabling us to 
gain market share and enter new market 
niches. 
 

 
 
The revenue by destination charts show 
revenue both ‘as reported’ and in 
‘organic constant currency’ terms.  The 
major differences between the growth 
rates in each chart for this sector, is the 
recent RCS acquisition.  Currency had a 
relatively modest impact.  RCS is based 
in the US and has a strong global 
footprint.  We can see the impact of its 
revenue on the growth rates in both Asia 
Pacific and other regions. 
 
There was a very strong performance in 
the USA where the Oil & Gas market was 
buoyant.  We continue to develop new 
solutions for shale gas exploration and 
associated logistics.  We opened a new 
Process Safety sector commercial hub in 
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Houston, another good example of 
increased collaboration.  Asia Pacific 
revenue was down 10% in organic 
constant currency terms, as the big 
projects reported last year are now 
complete. The more significant projects 
this year are in other regions.   
 

 
 
Our Process Safety sector has 
reasonable market diversity, although 
Utilities, Process Industries and Energy 
represent 88% of the total.  47% of 
sector revenue now comes from Energy, 
up from 40% last year.  This is due to a 
combination of the RCS acquisition and 
high organic growth.  Organic growth is 
being sustained despite some 
uncertainty in the Oil & Gas market as 
the vast majority of what we sell is from 
our customer’s safety-related operating 
expenditure (opex) rather than large 
project capital expenditure. 
 
In summary, Process Safety had a strong 
H1 and has good momentum in its key 
markets, supported by continued 
strategic investment. 
 
Infrastructure Safety had an excellent 
first half with revenue up 8% (excluding 
disposal), including 6% organic constant 
currency growth.  Profit improved by 13% 
(excluding disposal), including 12% 
organic constant currency growth.  There 
was a 4% adverse currency impact.  The 
acquisition of a Fire product company, 
Advanced Electronics, was completed in 
May.  We also sold a US-based elevator 
control fixtures business, Monitor 
Controls, in May as characteristics of the 
specific market it served no longer 

supported growth and high returns under 
Halma’s ownership. 
 

 
 
Return on sales improved from 19.2% up 
to 20.3% demonstrating good operational 
management and steady gross margins.  
We made consistent progress across all 
our main product areas of Fire, Door 
Safety, Elevator Safety and Security and 
we also saw consistent performance 
across all regional markets.   
 

 
 
The widespread organic growth across 
all regions, underlines the importance of 
Safety regulation driving demand for our 
Infrastructure Safety products worldwide. 
 
We made particular progress in UK 
where we have seen a steady recovery 
in market conditions for our Fire and 
Security products. There was steady 
growth in Asia Pacific, although 
conditions were quite varied across 
individual businesses and countries.  
For example, our Door Sensor business 
achieved strong growth in China while 
our Elevator Safety businesses found 
conditions there more challenging. 
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Infrastructure Safety revenue is focussed 
on the Buildings market segment, which 
includes mainly public or commercial 
infrastructure.  The ‘Others’ revenue 
segment is growing and contains 
transportation applications, including high 
speed train door sensors in China.  We 
continue to look at diversification 
opportunities within market niches where 
safety regulation drives demand. 
 
Overall this was a good result from 
Infrastructure Safety and we expect it to 
make further progress in the second half. 
 
The Medical sector achieved 6% profit 
growth, including 12% organic constant 
currency growth.  Revenue was down 
3% but up 4% in organic constant 
currency terms.  There was a significant 
adverse currency impact of 7% because 
most of our Medical businesses are 
based in either the USA or Europe.  We 
made one small acquisition, 
Plasticspritzerei, which was integrated 
successfully into our ophthalmic surgical 
device business, Medicel. 
 

 
 

Return on sales improved from 24.2% to 
26.6%.  Part of this improvement was 
mix related with higher sales to end 
users and reduced revenue from some 
OEM customers.  However, profitability 
was also improved through strong 
operational management.  After a slow 
first quarter, progress during the second 
quarter was encouraging and we expect 
this to continue in the second half. 
 
Regional revenue was quite varied with 
currency translation effects negatively  
impacting the ‘as reported’ figures.  
However, organic constant currency 
growth was achieved in all regions 
except Mainland Europe. 
 

 
 
In our biggest market, the USA, there 
was 8% organic constant currency 
growth, reflecting slowly improving 
market conditions.  In Europe, a major 
OEM customer reduced demand after it 
was acquired by a major strategic buyer.  
We are keeping in close contact with 
them and expect an improvement in 
demand as we progress through 2015.   
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Almost all of the revenue in our Medical 
sector is in the Health/Medical market 
segments.  We sell instruments for 
ophthalmology and vital signs monitoring, 
including advanced blood pressure 
monitoring.  Our Fluid Technology 
component businesses also sell some of 
their products into the 
Science/Environmental market segment 
 
In summary, this was another strong 
performance from our Medical sector 
with further improved profitability.  We 
expect the improved USA market to 
continue to support growth for the sector 
in the second half. 
 
Environmental & Analysis had a 
disappointing result, not helped by a 6% 
adverse currency impact.  Revenue 
reduced by 8% including a 2% organic 
constant currency decline.  Profit 
dropped by 21% including a 15% organic 
constant currency decline.  Return on 
sales reduced from 18.2% down to 
15.6%. 
 

 
 
Environmental & Analysis is our most 
diverse sector in terms of end-markets 
and during H1 there was market 
weakness in only one major market 
segment, Utilities. 
 
Therefore, the poor performance was 
predominantly due to management 
execution rather than external market 
factors.   
 
Although Environmental & Analysis has 
historically had the most variable 
performance of our sectors, it still has 
attractive growth potential, both 

organically and through acquisition.  
Over the past 5 financial years, its profit 
has grown at a compound annual growth 
rate of 17%. 
 
So what happened during this period?  
 

• As expected we saw lower 
revenue from the UK Water 
utilities, which are in the final year 
of their 5-year investment cycle. 
The next investment cycle begins 
in 2015 and we expect demand to 
pick up in the second half of that 
calendar year.   

• There have been significant 
changes in senior management, 
with a new Sector Chief 
Executive appointed following the 
departure of two Divisional Chief 
Executives in April 2014.  We are 
upgrading the quality of our 
company boards, with a particular 
focus on Sales Director and 
Technical Director positions.   

• There was a significant adverse 
impact on profitability from the 
optical coatings business, 
Pixelteq.  Following the 
investment we made last year in 
its Florida operation, we planned 
to complete the consolidation of 
all production from Colorado to 
Florida in the first quarter.  
Customer sign-off for this took 
longer than anticipated.  This 
resulted in us incurring two sets 
of costs and experiencing 
significant lost production time.  
The consolidation is now 
complete. 
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The impact of the above factors can be 
seen in the regional revenue trends.  UK 
was down 11% organically, reflecting the 
weakness in demand from UK Water 
utilities.  USA revenue was down 3% 
organically, reflecting the Pixelteq 
consolidation delays and senior 
management changes.  A bright spot 
was growth in Asia Pacific (revenue up 
9%) and in ‘Other’ territories (revenue up 
11%). 
 

 
 
The Environmental & Analysis sector has 
a diverse range of end-markets.  The 
Utility markets were down (UK Water), 
whilst our challenges in Photonics meant 
that there was a reduction in revenue in 
the Science and Environmental segment. 
 
This was a disappointing first half result 
for Environmental & Analysis. The 
majority of the negative factors were 
management rather than market related.  
I expect a better performance in the 
second half, broadly in line with the 
second half of last year and see good 
opportunities for a significant recovery in 
the next financial year. 
 
 
 
 
 
 
 
 
 
 
 
 

Andrew Williams then gave a brief 
strategy update outlining the priorities 
for Halma. 
 

 
 
It has been an active period for M&A and 
we completed three acquisitions and one 
disposal.  The largest acquisition was 
RCS, based in California, which is a 
world leader in pipeline corrosion 
monitoring.  RCS has a strong focus on 
the Oil & Gas industry and a broad global 
sales footprint.  We paid £64m (excluding 
cash acquired) which was approximately 
a 10x PBT multiple.  We completed the 
deal without going through an auction 
process, despite strong interest from 
other strategic buyers.  As with many of 
Halma’s acquisitions, we retained the 
management team. 
 
Andrew Williams then showed a short 
film introducing RCS.  Available on 
the Halma web site. 
 
The acquisition of RCS clearly 
demonstrates that there are high quality 
businesses available in Halma’s markets 
for sensible prices.  Our current 
acquisition pipeline is good although 
there are more prospects at an earlier 
stage in the process than at this time last 
year.  I remain confident in Halma’s 
ability to find suitable companies to buy, 
especially as we continue to develop 
more focussed sector growth strategies. 
 
Progress in our three main areas of 
strategic investment was as follows:- 
 
Innovation: we increased expenditure in 
R&D by 4% in constant currency.  We 
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are seeing more collaboration especially 
within each sector.  
 
International expansion: almost 27% of 
revenue now comes from outside the 
USA, Mainland Europe and the UK.  
Here again, we are seeing greater 
collaboration between sector businesses.  
For example, our ophthalmic products 
are now selling into China under a single 
sales management structure and our 
Process Safety companies have created 
a new commercial hub in Houston to 
address the US Oil and Gas market. 
 
Talent: this has been a major focus of 
Halma this year, following the 
appointment of a Group Talent Director 
and the introduction of our new sector 
organisational structure announced in 
April 2014. 
 
Our Executive Board has four sector 
CEOs, all with significant Halma 
Executive Board experience ranging from 
6-19 years.  Each sector is treated as a 
mini-Halma with the growth potential and 
scalability to become the size that Halma 
is today. 
 

 
 
Our new Group Talent Director is 
building a structured succession planning 
process for all senior levels of 
management.  Previously, only the 
Group CEO had a group-wide view of 
management talent.  Our focus so far 
has been to get the new Executive Board 
working effectively as a team and to 
equip the new Sector CEOs with what 
they need to be effective in their new 
roles. 
 

We are completing a detailed 
assessment of the Top 60 managers in 
Halma as this will help us to identify their 
development needs for their current roles 
as well as for future career progression.  
In early November, we appointed three 
new Sector Vice-Presidents, including 
two internal promotions and one external 
candidate. 
 
Overall, I am very pleased with the 
progress on talent management we have 
made in H1. 
 

 
 
In conclusion, Halma has had a good first 
half with 7% organic constant currency 
profit growth and organic constant 
currency revenue growth in all major 
regions.  Three sectors have performed 
strongly whilst an improvement in 
Environmental & Analysis is expected in 
the second half. We completed three 
acquisitions and our acquisition pipeline 
remains good.  Strong cash generation 
has enabled us to increase our interim 
dividend and we have financial capacity 
for further investment in organic growth 
and acquisitions.  Good trading has 
continued since the period end.   
 
This is all reflected in our Outlook 
Statement “order intake since the period 
end has continued to be ahead of 
revenue and order intake last year.  
Halma remains on track to make further 
progress in the second half of the year in 
line with our expectations.” 
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1 Adjusted to remove the amortisation of acquired 
intangible assets, acquisition items, the effects of 
closure to future benefit accrual of the Defined 
Benefit pension plans  (net of associated costs) 
and profit or loss on disposal of operations 
totalling  £7.8 million charge (2013/14: £9.1 million 
charge). 

2 Organic growth measures the change in the 
revenue and profit from continuing operations.  
The effect of acquisitions and disposals during the 
current or prior financial period has been 
equalised by adjusting for their contribution based 
on their revenue and profit at the date of 
acquisition or disposal. 

3 Return on Sales is defined as Adjusted profit1 
before taxation from continuing operations 
expressed as a percentage of revenue from 
continuing operations. 
 
4 Return on Total Invested Capital (ROTIC) is 
defined as profit from continuing operations before 
amortisation of acquired intangible assets, 
acquisition items, the effects of closure to future 
benefit accrual of the Defined Benefit pension 
plans (net of associated costs) and profit or loss 
on disposal of operations but 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.* 
 
5 Return on Capital Employed (ROCE) is defined 
as operating profit from continuing operations 
before amortisation of acquired intangible assets, 
acquisition items, the effects of closure to future 
benefit accrual of the Defined Benefit pension 
plans (net of associated costs) and profit or loss 
on disposal of operations, as a percentage of 
capital employed.* 
 
* see the Half year report published on 18 
November 2014 for more details. 
 
CAUTIONARY NOTE.  
This document contains statements about Halma 
plc that are or may be forward-looking statements.   
 
Forward-looking statements include statements 
relating to (i) future capital expenditures, 
expenses, revenues, earnings, synergies, 
economic performance, indebtedness, financial 
condition, dividend policy, losses and future 
prospects; (ii) business and management 
strategies and the expansion and growth of Halma 
plc’s operations; and (iii) the effects of government 
regulation on business. 
 
These forward-looking statements are not 
guarantees of future performance.  They have not 
been reviewed by the auditors of Halma plc. They 
involve known and unknown risks, uncertainties 
and other factors which may cause the actual 
results, performance or achievements to be 
materially different from any results, performance 

or achievements expressed or implied by such 
statements.  They are based on numerous 
assumptions regarding present and future 
business strategies and the future operating 
environment.  All subsequent oral or written 
forward-looking statements attributable to Halma 
plc or any of its shareholders or any persons 
acting on its behalf are expressly qualified in their 
entirety by this cautionary statement.  All forward-
looking statements included in this document 
speak only as of the date they were made and are 
based on information then available to Halma plc.  
Investors should not place undue reliance on such 
forward-looking statements, and Halma plc does 
not undertake any obligation to update publicly or 
revise any forward-looking statements. 
 
No representation or warranty, express or implied, 
is given regarding the accuracy of the information 
or opinions contained in this document and no 
liability is accepted by Halma plc or any of its 
directors, members, officers, employees, agents 
or advisers for any such information or opinions.  
 
This information is being supplied to you for 
information purposes only and not for any other 
purpose.  This document and the information 
contained in it does not constitute or form any part 
of an offer of, or invitation or inducement to apply 
for, securities.  
 
The distribution of this document in jurisdictions 
other than the United Kingdom may be restricted 
by law and persons into whose possession this 
document comes should inform themselves about, 
and observe any such restrictions. Any failure to 
comply with these restrictions may constitute a 
violation of laws of any such other jurisdiction. 
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