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Good first half-year, disappointing second half-year

· Turnover € 63.9 million (+ 2%)

· Turnover growth in the focus markets 2%

· Operating profit € 3.8 million (-2%)

· Net result € 1.9 million (-4%)

· Return on invested capital 10.2% (2005/2006: 9.8%)

· Profit per share € 2.23 (2005/2006: € 2.32)

In 2006/2007, ending on March 31, a net result of € 1.9 million was achieved, which was 4% lower than in 2005/2006 (€ 2.0 million). The result for 2005/2006 included reorganisation costs of € 0.6 million, before tax.

The turnover raised by € 1.3 million (2%) to € 63.9 million, but displayed a rather mixed picture. In the Building and Construction market, the turnover raised by 6% owing to strong growth in Europe, accompanied by a weakening market in the USA particularly in the second half year. Following last year’s substantial 22% growth, the turnover in Packaging decreased by 11%, due to strong competition in Europe and high stocks held at customers in the USA. In Silicones/Elastomers, the turnover increased worldwide by 14%.

The effect of the lower USD on the turnover was -3%.

The Group’s gross margin declined from 48.1% to 46.9%. Factors therein were a different product mix and pressure on efficiency in Europe on account of strong growth. Next to that an important factor was that in Pigments, we were unable to pass on directly to the market the raw material price increases that mainly occurred in the second half-year. As a result, the margins in Pigments came under pressure. 

Excluding last year’s restructuring costs, the operating costs raised by 2%, particularly owing to increased personnel costs. The financing costs raised as a result of interest rises, as well as a marginally higher working capital taken on average over the year. Tax pressure increased, particularly in the second half-year, owing to subsequent expenses. Notwithstanding, the figure for the year as a whole finished at 35.5%, an improvement compared with the previous year (37%).

Investments amounted to € 3.7 million, mainly in capacity expansion for Holcobatch, Holcoprill and HTV in Europe (€ 1.0 million) and the construction of a facility building in the USA (€ 0.6 million). The working capital as at end of the financial year had decreased to € 11. 8 million. A 10.2% return on invested capital was achieved.

The net result per share ends at € 2.23 (2005/2006: € 2.32), and it is proposed that a cash dividend of 

€ 1.40 per share be distributed (2005/2006: € 1.60).

Outlook / The year 2007/2008
Holland Colours continues to focus on increase in turnover and improvement of profitability. We expect the Europe division to be able to continue the good growth in the Building and Construction market in the coming year. With regard to Packaging, we expect growth to recover, including through our partnership with Valspar in the area of oxygen-barrier additives. In Silicones/Elastomers, the market launch of HTV will contribute to the growth.

In the Americas division, we expect the Building market to maintain itself at the present low level and the Packaging market to pick up. In the Asia division, we should begin to reap the benefits of the expansion achieved in China.

The Hungarian pigment factory will continue to operate in uncertain market conditions in the coming financial year.

Internally the focus will be placed on cost savings and stock reduction, for example via LEAN improvement programs and on capacity enlargement in Europe. Both will only begin to contribute to the result from the second half-year.

Specifically, the uncertainties with regard to the building market in the USA, the raw materials prices for Pigments, and the speed at which we in Europe will be able to achieve cost reductions, make it impossible for us to issue a concrete profit forecast.

The annual report will be published on June 18, 2007.

The General Meeting of Shareholders will be held on July 9, 2007 at 13.30 hours at the Company offices. During this meeting, Mr Selman will retire as Chairman of the Supervisory Board. Mr Gerardu will succeed him as Chairman.

Apeldoorn, May 31 2007
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	Consolidated profit and loss account
	
	
	

	Based on IFRS
	
	
	

	x € 1,000
	
	
	

	
	 01-04-2006 
	
	 01-04-2005 

	
	up till
	
	up till

	
	 31-03-2007
	
	 31-03-2006 

	
	
	
	

	Turnover
	63,934
	
	62,582

	Gross operating profit
	29,984
	
	30,073

	
	
	
	

	Operating costs
	26,155
	
	25,595

	Extraordinary costs
	-
	
	575

	Operating profit
	3,829
	
	3,903

	
	
	
	

	Finance costs
	853
	
	728

	Taxation
	1,058
	
	1,177

	Net profit
	1,918
	
	 1,998 

	
	
	
	

	
	
	
	

	Attributable to:
	
	
	

	Shareholders
	1,912
	 
	1,998

	Third party interests
	6
	
	-

	
	1,918
	
	1,998

	
	
	
	

	Average number of shares issued
	             860,351
	
	             860,351

	
	
	
	

	Net profit per share
	                2,23 
	
	                2,32 


	Changes in equity
	
	
	
	

	x € 1,000
	
	
	
	

	
	Share 
	Reserves
	Minority 
	Total

	
	Capital
	
	Interest
	

	
	
	
	
	

	Opening balance March 31, 2005
	3,172
	17,743
	34
	20,949

	
	
	
	
	

	Dividend
	
	(860)
	
	(860)

	Exchange rate differences
	               
	390
	
	390

	Cash flow hedge, net of tax
	
	14
	
	14

	Net profit
	
	1,998
	-
	1,998

	Closing balance March 31, 2006
	3,172
	19,285
	34
	22,491

	
	
	
	
	

	Opening balance 1 April 2006
	3,172
	19,285
	34
	22,491

	
	
	
	
	

	Dividend
	
	(1,377)
	
	(1,377)

	Exchange rate differences
	
	(687)
	(4)
	(691)

	Cash flow hedge, net of tax
	
	12
	
	12

	Net profit
	
	1,912
	6
	1,918

	Closing balance March 31, 2007
	3,172
	19,145
	36
	22,353

	
	
	
	
	


	Consolidated balance sheet
	
	

	Based on IFRS
	
	
	

	x € 1,000
	
	
	

	
	31-03-2007
	
	31-03-2006

	Non-current assets
	
	
	

	Tangible fixed assets
	        21,513 
	
	        21,892 

	Intangible fixed assets
	              1,084 
	
	              943 

	Deferred income tax assets
	688
	
	871

	Other receivables
	              529
	 
	              590

	
	
	
	

	Total non-current assets
	23,814
	
	        24,296 

	
	
	
	

	Current Assets
	
	
	

	Inventories
	9,593
	
	          9,375 

	Receivables
	11,040
	
	        11,455 

	Cash and cash equivalents
	1,995
	 
	          2,346 

	
	
	
	

	Total current assets
	22,628
	
	        23,176 

	
	
	
	

	Total Assets
	46,442
	
	        47,472 

	
	
	
	

	Equity
	
	
	

	Group capital
	22,353
	
	        22,491 

	
	
	
	

	Liabilities
	
	
	

	Borrowings
	5,687
	
	        9,111 

	Personnel benefits obligations
	1,621
	
	          1,885 

	Deferred income tax liabilities
	207
	
	              281 

	Current liabilities
	16,574
	 
	        13,704 

	
	
	
	

	Total Equity and Liabilities
	46,442
	
	        47,472 

	
	
	
	


	Consolidated statement of cash flows
	
	
	

	Based on IFRS
	
	
	

	x € 1,000
	
	
	

	
	01-04-2006
	
	01-04-2005

	
	up till
	
	up till

	
	 31-03-2007
	
	 31-03-2006 

	
	
	
	

	Operating profit
	3,835
	
	          3,903 

	
	
	
	

	Depreciation
	3,156
	
	          3,073 

	Financial instruments
	(12)
	
	 (63) 

	Exchange rate differences
	(365)
	
	301

	Movement in working capital
	1,147
	
	(259) 

	Cash flow from operational activities
	7,761
	
	6,955 

	
	
	
	

	Paid income tax and interest
	(1,552)
	
	(2,596)

	Cash flow from business activities
	6,209
	
	4,359

	
	
	
	

	Interest received
	34
	
	7

	Capital expenditure (net of disposals)
	(3,466)
	
	(2,818)

	Cash flow from investment activities
	(3,432)
	
	(2,811)

	
	
	
	

	Dividend paid to shareholders
	(1,377)
	
	(860) 

	Proceeds from borrowings
	-
	
	          3,313 

	Redemption payments
	(2,642)
	
	(1,754) 

	Cash flow from financing activities
	(4,019)
	
	699

	
	
	
	

	Change in cash
	(1,242)
	
	          2,247 


	Segment reporting
	
	
	
	
	

	
	
	
	
	
	

	Segments 2006/2007
	
	
	
	
	

	x € 1,000
	
	North-
	
	
	

	
	
	and South-
	
	
	

	
	Europe
	America
	Asia
	Other
	Total

	
	including Africa
	
	
	
	

	
	and Middle-East
	
	
	
	

	Turnover
	40,445
	19,848
	3,641
	
	63,934

	Inter-segmental transactions
	500
	30
	46
	
	576

	Turnover including
	40,945
	        19,878
	3,687
	
	64,510


	inter-segmental transactions
	
	
	
	
	

	Operating profit
	1,827
	1,298
	302
	401
	3,828

	Assets
	27,515
	12,922
	2,840
	3,165
	46,442

	Liabilities
	11,990
	3,452
	435
	8,212
	24,089

	Investments
	1,441
	1,320
	143
	764
	3,667

	Depreciation
	1,695
	716
	130
	614
	3,156

	Average number of employees
	236
	99
	81
	25
	441

	
	
	
	
	
	

	
	Focus 
	Specialties
	Pigments
	Total
	

	
	 markets 
	
	
	
	

	
	
	
	
	
	

	Turnover
	49,418
	9,482
	5,034
	63,934
	

	
	
	
	
	
	

	
	
	
	
	
	

	Segments 2005/2006
	
	
	
	
	

	x € 1,000
	
	North-
	
	
	

	
	
	and South-
	
	
	

	
	Europe
	America
	Asia
	Other
	Total

	
	including Africa
	
	
	
	

	
	and Middle-East
	
	
	
	

	Turnover
	36,428
	22,457
	3,697
	
	62,582

	Inter-segmental transactions
	946
	174
	40
	
	1,160

	Turnover including
	37,374
	22,631
	3,737
	
	63,742

	inter-segmental transactions
	
	
	
	
	

	Operating profit
	1,010
	2,426
	305
	162
	3,903

	Assets
	26,321
	14,453
	2,929
	3,769
	47,472

	Liabilities
	13,596
	4,809
	571
	6,005
	24,981

	Investments
	1,151
	1,309
	71
	441
	2,972

	Depreciation
	1,750
	693
	132
	499
	3,073

	Average number of employees
	227
	99
	83
	26
	435

	
	
	
	
	
	

	
	Focus 
	Specialties
	Pigments
	Total
	

	
	 markets 
	
	
	
	

	
	
	
	
	
	

	Turnover
	48,639
	9,086
	4,857
	62,582
	

	
	
	
	
	
	


Terms of transactions between companies forming parts of different segments are determined on an arm’s-length basis.

Notes

Accounting principles


General

Holland Colours NV publishes its results based on International Financial Reporting Standards (IFRS). No new IFRS standards, changes to standards or interpretations came into force in 2006, so the accounting principles match those used in 2005/2006.

Extraordinary costs

The extraordinary costs of € 575 (net € 375) in the financial year 2005/2006 were related to reorganization costs of the Division Europe.

Disclaimer

This press release is based on the annual financial statements drawn up by the Management, and concerns just a part of it. The annual financial statements will be put forward for approval to the General Meeting of Shareholders of July 9, 2007. As such no publication according to the legal requirement has taken place. The auditor has issued a non-qualified opinion on the financial statements.

HOLLAND COLOURS
Profile

· Over 400 employees

· 2000 customers in 70 countries

· 11 locations

· Worldwide network of agents

· Holland Colours applies colouring to two million tons of plastic products and 200 million silicone sealant cartridges annually

Holland Colours, which was launched in Apeldoorn in 1979, supplies pigments, granulate and pastes.

We focus on three markets: Building and Construction materials, Packaging and Silicones/Elastomers.

Around 80% of the turnover is realised in these three markets. The remaining 20% comprises of Specialties and Pigments. We selected these markets deliberately and we know our customers well. Our worldwide presence means we are always somewhere close at hand and are able to supply international and national companies with solutions promptly as well as efficiently.

Virtually the entire production is generated by our four principal locations in the Netherlands, Hungary, the United States and Indonesia. The pigment production takes place in Hungary.

Three divisions each concentrate on their own region: Europe (including the Middle East and Africa),

North and South America and Asia. Some 60% of the turnover is realised in Europe, 35% in North and South America and 5% in Asia. 

2007 saw the opening of our new factory in China, in the SPARK Development Zone near Shanghai, where we also carry out research. In China, we focus above all on customers wishing to introduce new colours into the market at speed. Fast service and flexible supply are important elements in further expanding our customer base in the region.

The company goals are:

· Growth in turnover in the focus markets by 5 to 10% per year

· Return on invested capital (ROI) of at least 10%

· Growth in the profit per share


In the financial year 2006/2007 we realized, with on average 441 employees, a turnover of € 64 million. 
Important dates:

Publication annual report: 



June 18, 2007

General Meeting of Shareholders:


July 9, 2007

at 13.30 hours at the Company’s offices

Ex-dividend date: 



July 11, 2007

Record date: 




July 13, 2007

Dividend available for payment: 


July 24, 2007

Publication of the 2007/2008 half-year figures:
October 31, 2007
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ir@hollandcolours,com
www,hollandcolours,com







PAGE  

