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Half-year report 2007/2008:

Lower result in line with trading update of September 28, 2007.

· Net result from continued operations € 1.0 million (-39%).

· Net costs due to closing pigment production in Hungary € 0.5 million.

· Gross margin almost unchanged.

· Operating costs increased due to operational improvement programmes.


· 6% organic revenue growth in the three focus markets (including currency effect 4%).
· United States revenues under pressure due to weak Building and Construction market.
Financial situation *)

* The figures for the fiscal year 2006/2007 have been adjusted in accordance with IFRS 5 regarding the reporting of discontinued operations. See also the statement of accounting standards in the notes to the consolidated financial statements.

Net result in line with recent forecast

As announced in previous reports, continued operations in the first half of the fiscal year 2007/2008 showed a significant decrease in net result, to € 1.0 million. In the same period last year, the net result amounted to € 1.6 million. 

Counting the negative results of € 0.5 million of business activities currently being terminated, the net result for the six months ending September 30, 2007 totalled € 0,5 million.

Closure of Holland Colours Pigment Kft Hungary on schedule

The net result of the pigment activities in Hungary amounted to € 0,5 million negative, including a limited loss in the first six months. The one-time closing costs were fully charged against the result of this period.

Gross margin almost unchanged
Revenues from continued operations rose by 5% to € 32.4 million, while the gross margin remained steady at € 15 million. Percentage wise, the gross margin decreased from 49.0% to 46.3%, mainly due to lower efficiency results both in Europe and the United States. 

Profit per share € 1.16

The profit per share, based on continued business operations, decreased to € 1.16 (last year € 1.89). Total profit per share was € 0.54.

Divisional developments
Europe

Revenues in Europe grew significantly, primarily in the focus market Building & Construction. This could only be realized by overtime and more temporary workers. This also had a negative impact on efficiency. In addition, the operational improvement programme LEAN, which was started in Apeldoorn, led to additional costs of € 350,000. Positive effects will start contributing to the operating profits in the second half of the year only. Production capacity for Holcobatch, Holcoprill and HTV in Hungary has been expanded considerably, giving employment to the major part of the employees from the pigment activities.

North and South America

The focus market Building & Construction in the United States weakened further than anticipated at the beginning of the fiscal year, mainly due to the problems in the mortgage market. The implementation of the new ERP (Enterprise Resource Planning) system required extra attention, causing pressure on efficiency.


Asia

Revenue growth in this region was primarily due to a strong increase in trade activities. The order portfolio for our Chinese factory, which opened at the start of 2007, is developing successfully. Local production enables us to deliver much faster than before.
Developments in the focus markets


Revenue growth in the focus markets amounted to 6% (last year 5%), despite a strong decrease in the Building and Construction market in the United States. Plastic packaging sales recovered from the weaker performance last year. Herewith growth in our focus markets is moving to the long-term business goal of 5 to 10% growth per annum. 

Revenue growth in focus markets:


Half-year 2007/2008
Year 2006/2007

Building and Construction
3%
6%

Plastic packaging
2%
-11%

Silicones/Elastomers
13%
14%

Total focus markets
4%
2%

Currency effect
-2%
-3%

Total excluding currency effect
6%
5%

Forecast fiscal year 2007/2008

In the coming six months we will emphasise on realising operational improvements and cost reductions as a result of the LEAN programme in Europe. Furthermore we expect continued growth in Europe. The Building and Construction market in the United States remains unpredictable, however. The second half of the year traditionally shows lower revenues than the first half, due to the influence of the winter season on the Building and Construction market. It is therefore impossible to provide a profit forecast.

Strategy update
Over the past six months, we have completed our strategy update. Our strategy is up to now based on four pillars: focus markets, international presence, innovation and service. 

The market analysis resulting from this update confirms that our three focus markets will enable annual autonomous revenue growth of 5 to 10%. Innovations such as the successful product Holcoprill and the introduction of HTV will largely contribute to this growth. 

We have identified sufficient opportunities for ROI improvements, through strong focus on operational improvements, leading to more efficient delivery of high service levels at lower capital usage. Hereby efficiency becomes the fifth, important pillar under our strategy.

The closing of the pigment production and the realisation of substantial production capacity in Hungary are already concrete results of this strategy update.

The goal is that these operational improvements, combined with growth in the focus markets lead to a substantially better ROI. The current market situation in the United States requires additional review before arriving at a concrete ROI goal.

Apeldoorn, October 31, 2007
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	Consolidated profit and loss account
	
	
	

	x € 1,000
	
	
	
	

	
	
	
	
	

	
	April 1, 2007 
	
	 October 1, 2006 
	April 1, 2006

	
	up till
	
	up till
	up till

	
	September30, 2007 
	
	 March 31, 2007 * 
	 September 30, 2006 *

	Continuing operations
	
	
	
	

	Turnover
	32,429
	
	28,081
	30,834

	Gross operating profit 
	15,030
	
	13,054
	15,129

	
	
	
	
	

	Operating costs 
	13,260
	
	11,834
	12,497 

	Operating profit
	1,770
	
	1,220
	       2,632

	
	
	
	
	

	Net finance costs
	387
	
	401
	408 

	Income tax expense
	388
	
	456
	602 

	Net profit from continuing operations
	995
	
	363
	1,622 

	
	
	
	
	

	Discontinued operations
	
	
	
	

	Net profit from discontined operations
	(533)
	
	(119)
	52

	
	
	
	
	

	Total net profit
	462
	
	244
	1,674

	
	
	
	
	

	
	
	
	
	

	Average number of shares issued
	         860,351 
	
	         860,351 
	         860,351 

	
	
	
	
	

	Net profit per share in Euro
	
	
	
	

	- from continuing operations
	1.16   
	
	0.42 
	1.89 

	- from discontinued operations
	  (0.62)      
	
	(0.14) 
	0.06 

	
	
	
	
	

	Total net profit per share in Euro 
	0.54
	
	0.28
	1.95


* The figures for the fiscal year 2006/2007 have been adjusted in accordance with IFRS 5 regarding the reporting of discontinued operations. See also the statement of accounting standards in the notes to the consolidated financial statements.


	Consolidated balance sheet
	
	
	
	

	x € 1,000
	
	
	
	
	

	
	
	
	
	
	

	
	September 30, 2007 * 
	
	March 31, 2007
	
	September 30, 2006 *

	Non-current assets
	
	
	
	
	

	Tangible fixed assets
	20,926
	
	21,513
	
	21,248

	Intangible fixed assets 
	1,015
	
	1,084
	
	1,066

	Financial fixed assets
	1,094
	
	1,217
	
	1,132

	
	
	
	
	
	

	Non-current assets 
	23,035
	
	23,814
	
	23,446

	
	
	
	
	
	

	Current assets
	
	
	
	
	

	Inventories
	9,327
	
	9,593
	
	10,208

	Receivables
	11,783
	
	11,040
	
	12,328

	Cash and cash equivalents 
	2,036
	
	1,995
	
	2,237

	
	
	
	
	
	

	Current assets
	23,146
	
	22,628
	
	24,773

	
	
	
	
	
	

	Non-current assets discontinued operations
	2,800
	
	-
	
	-

	
	
	
	
	
	

	Total assets
	48,981
	
	46,442
	
	48,219

	
	
	
	
	
	

	Equity 
	
	
	
	
	

	Group capital 
	20,866
	
	22,353
	
	22,131

	
	
	
	
	
	

	Liabilities 
	
	
	
	
	

	Borrowings
	6,085
	
	5,894
	
	9,351

	Employee benefit obligations
	1,507
	
	1,621
	
	1,707

	Current liabilities
	19,056
	
	16,574
	
	15,030

	
	
	
	
	
	

	
	26,648
	
	24,089
	
	26,088

	
	
	
	
	
	

	Liabilities associated with non-current assets discontinued operations
	1,467
	
	-
	
	-

	
	
	
	
	
	

	Total equity and liabilities
	48,981
	
	46,442
	
	48,219

	
	
	
	
	
	


* The assets and liabilities regarding discontinued operations are presented seperately in the consolidated balance sheet at September 30, 2007. The figures for the financial year 2006/2007 have not been adjusted.

	Consolidated statement of cash flows

	x € 1,000
	
	
	
	
	

	
	April 1, 2007 
	
	 October 1, 2006 
	
	April 1, 2006

	
	up till
	
	up till
	
	up till

	
	September 30, 2007 
	
	 March 31, 2007  
	
	 September 30, 2006

	
	
	
	
	
	

	Cash flow from operating activities
	
	
	
	
	

	Operating result 
	
	
	
	
	

	- from continuing operations
	1,770
	
	1,220
	
	2,632

	- from discontinued operations
	(531)
	
	(110)
	
	87

	Depreciation including impairment
	1,807
	
	1,575
	
	1,581

	Exchange rate differences and other changes
	(293)
	
	(166)
	
	(205)

	Changes in working capital
	(1,789)
	
	2,224
	
	(1,077)

	
	
	
	
	
	

	Cash flow from operating activities
	964
	
	4,743
	
	3,018

	
	
	
	
	
	

	Paid income tax
	(290)
	
	(294)
	
	(371)

	Paid interest
	(440)
	
	(455)
	
	(432)

	
	
	
	
	
	

	Cash flow from business activities
	234
	
	3,994
	
	2,215

	
	
	
	
	
	

	Cash flow from investing activities
	
	
	
	
	

	Capital expenditures (net of disposals)
	(1,643)
	
	(1,985)
	
	(1,449)

	
	
	
	
	
	

	Cash flow from financing activities
	
	
	
	
	

	Dividend paid to shareholders
	(1,204)
	
	-
	
	(1,377)

	Redemption payments 
	(360)
	
	(1,275)
	
	(1,365)

	
	
	
	
	
	

	Net cash flow from financing activities
	(1,564)
	
	(1,275)
	
	(2,742)

	
	
	
	
	
	

	Change in cash 
	(2,973)
	
	734
	
	(1,976)

	
	
	
	
	
	

	Cash at opening balance date
	(2,797)
	
	(3,531)
	
	(1,555)

	Cash at ending balance date
	(5,770)
	
	(2,797)
	
	(3,531)

	
	(2,973)
	
	734
	
	(1,976)

	
	
	
	
	
	



	Consolidated statement of changes in Equity

	x € 1,000
	
	
	
	

	
	April 1, 2007 
	
	 October 1, 2006 
	April 1, 2006

	
	up till
	
	up till
	up till

	
	September 30, 2007 
	
	 March 31, 2007  
	 September 30, 2006

	
	
	
	
	

	Opening balance
	22,353
	
	22,130
	22,491 

	
	
	
	
	

	Dividend paid
	(1,204)
	
	-
	(1,377)

	Currency translation differences
	(731)
	
	(65)
	(622)

	Cash flow hedge, net of tax
	(11)
	
	48
	(36)

	Net profit
	462
	
	240
	1,672

	Minority interest
	(3)
	
	-
	2

	
	
	
	
	

	Closing balance
	20,866
	
	22,353
	22,130



	Segment information continued operations
	
	

	
	
	
	
	
	

	Segments 2007/2008
	
	
	
	
	

	x € 1,000
	
	North-
	
	
	

	
	
	and South-
	
	
	

	
	Europe
	America
	Asia
	Other
	Total

	
	including Africa and
	
	
	
	

	
	Middle East
	
	
	
	

	Turnover
	20,046
	9,804
	2,579 
	-
	32,429

	Intersegmental transactions
	286
	63
	66
	-
	415

	Turnover including intersegmental
	
	
	
	
	

	transactions
	20,332
	9,867
	2,645
	-
	32,844

	Operating profit
	1,017
	474
	257
	22
	1,770

	Assets
	27,167
	13,610
	3,555
	1,849
	46,181

	Liabilities
	12,879
	4,502
	1,130
	8,137
	26,648

	Total investments
	1,095
	291
	150
	111
	1,647

	Depreciation
	729
	347
	58
	308
	1,442

	Average number of employees (in fte’s)
	192
	104
	87
	23
	406

	
	
	
	
	
	

	
	Focus markets
	Specialties
	Total
	
	

	
	
	
	
	
	

	Turnover
	27,041
	5,388
	32,429
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Segments 2006/2007
	
	
	
	
	

	x € 1,000
	
	North-
	
	
	

	
	
	and South-
	
	
	

	
	Europe
	America
	Asia
	Other
	Total

	
	including Africa and
	
	
	
	

	
	Middle East
	
	
	
	

	Turnover
	18,145
	10,854
	1,835
	-
	30,834

	Intersegmental transactions
	161
	22
	34
	-
	217

	Turnover including intersegmental
	
	
	
	
	

	transactions
	18,306
	10,876
	1,869
	-
	31,051

	Operating profit
	1,376
	868
	170
	218
	2,632

	Assets
	24,297
	14,652
	3,259
	3,177
	45,385

	Liabilities
	12,311
	4,966
	898
	6,487
	24,662

	Total investments
	705
	371
	36
	470
	1,582

	Depreciation
	774
	440
	56
	258
	1,528

	Average number of employees (in fte’s)
	181
	101
	83
	23
	388

	
	
	
	
	
	

	
	Focus markets
	Specialties
	Total
	
	

	
	
	
	
	
	

	Turnover
	26,083
	4,751
	30,834
	
	


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

Explanatory notes


1. Statement of accounting standards

This intermediate financial information regarding the period ending September 30, 2007 has been compiled in accordance with the foundations for consolidation and financial reporting, as described in the annual report for Holland Colours NV for the fiscal year 2006/2007. The half-year report does not contain all information required for a complete annual report, and should be read in combination with the consolidated annual report for 2006/2007 for the Holland Colours Group. The half-year report has not been prepared in accordance with the IAS 34 guidelines. No accountant review has been applied to the information as presented in this half-year report.

August 30, 2007, Holland Colours NV announced its intention to terminate the pigment production in Hungary. In accordance with IFRS 5, this intention was included in the half-year figures as a discontinued operation. The net result from this discontinued operation was therefore presented separately in the consolidated profit and loss, both for the fiscal year 2007/2008 and fiscal year 2006/2007. Assets and liabilities relating to the business activities to be terminated were also presented separately in the balance.

For the accounting policies and determination of earnings, reference is made to page 22 to 26 of the 2006/2007 financial statements.
All amounts listed are in thousands of Euros, unless specified otherwise.

2. Dividend

The dividend was set at € 1.40 per share during the general meeting of shareholders. As of July 9, 2007, € 1.2 million in cash dividend has been paid out and booked against the other reserves.

3. Outstanding shares

The number of outstanding shares as of September 30, 2007 amounted to 860,351 shares.

4. Other clarifications
The intended termination of pigment production in Hungary has resulted in an impairment of the fixed assets to the amount of € 317. This combined with apportion for reorganisation to the amount of € 233, results in total net cost of € 451. When added to the net loss of € 82 for the pigment production over the first six months, this brings the total net result from business activities to be terminated to minus € 533.

We have concluded long-term, fixed rate loans to the amount of € 3.4 million, but as of September 30, 2007 we have not made any withdrawals.

Obligations not reflected in the balance sheet

The other liabilities not reflected in the balance sheet as included in the annual report 2006/2007 have not changed substantially in the first half-year of 2007/2008.

Key figures


	x € 1,000
	
	
	
	
	
	

	
	
	April 1, 2007
	
	October 1, 2006
	
	April 1, 2006

	
	
	up till
	
	up till
	
	up till

	Key figures exclusive of discontinued operations 
	
	September 30, 2007
	
	March 31, 2007
	
	September 30, 2006

	
	
	
	
	
	
	

	Turnover 
	
	32,429
	
	28,081
	
	30,834

	
	
	
	
	
	
	

	Operating profit 
	
	1,770
	
	1,220
	
	2,632

	
	
	
	
	
	
	

	Net profit
	
	995
	
	363
	
	1,622

	
	
	
	
	
	
	

	Investments
	
	1,647
	
	2,039
	
	1,581

	
	
	
	
	
	
	

	Employees (annual average fte)
	
	406
	
	386
	
	388

	
	
	
	
	
	
	

	Equity 
	
	20,866
	
	22,353
	
	22,130

	Working capital 
	
	12,359
	
	11,867
	
	14,286

	Invested capital 
	
	38,610
	
	37,469
	
	39,968

	
	
	
	
	
	
	

	Return in %
	
	
	
	
	
	

	on equity 
	
	9.5%
	
	3.2%
	
	14.7%

	on invested capital 
	
	9.2%
	
	6.5%
	
	13.2%

	
	
	
	
	
	
	

	Solvency 
	
	
	
	
	
	

	Shareholders’ equity before dividend / balance sheet total, in %
	
	42.6%
	
	48.1%
	
	45.9%

	
	
	
	
	
	
	

	Liquidity
	
	
	
	
	
	

	Current ratio
	
	1.3
	
	1.4
	
	1.6

	
	
	
	
	
	
	

	Net profit in Euro per share 
	
	1.16
	
	0.42
	
	1.89

	
	
	
	
	
	
	

	Share price in Euro at balance sheet date 
	
	41.99
	
	45.99
	
	35.10


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 granulate and pastes.

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

Around 85% of the turnover is realised in these three markets. The remaining 15% comprises of Specialties. 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, 30% in North and South America and 10% 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. 
HOLLAND COLOURS NV

PO Box 720  |  7300 AS Apeldoorn  |  The Netherlands

T +31 (0)55 368 0700  |  F +31 (0)55 366 29 81

ir@hollandcolours.com
www.hollandcolours.com
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