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HGL Limited today reported net profit of $3.7 milfi for the first half ended
March, compared with a loss of $2.9 million in theevious corresponding
period. Core profit, excluding the contributiororin listed investments, was
$2.2 million, down 56.0 percent. This was nevddse higher than your
February core profit guidance of $1.5 million ta.Gs2nillion for the first half.
What factors caused the variance from expectations?

CEO Kevin Eley

Demand was stronger than we anticipated at the ¢freur AGM, when we
provided the guidance, and our measures to redagts and improve margins
were more effective than expected. In additiond#ind income from our core
listed investments was slightly higher than anttaal.
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You expect core profit for the current full yearderg September 2009 to be
down from last year’s $8.4 million. Can you commem current trading
conditions within the core businesses?

CEO Kevin Eley

The big question is how much of the economic slomdas still to impact
consumer demand and our customers. However oarlt@inesses operate in
niche markets and trading conditions remain betten we anticipated at the
beginning of the year.
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HGL has announced a fully franked interim dividesfd3.0 cents per share,
down from 7.0 cents last year. This is equivalenia payout ratio of 70
percent of core profit, the lower end of your stigb@yout policy range of 70 to
80 percent. If the current weak demand conditjpersist, how sustainable is
the dividend at this level?

CEO Kevin Eley

Under normal conditions our businesses generate lbigls of free cash flow
and therefore we can sustain this dividend payatio ras well as retaining
some earnings to fund growth. Given demand isihgldp, we believe our
policy of paying a dividend of between 70 and 8@cpet of core profit is
sustainable.
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EBIT from HGL'’s operating businesses was $5.9 onillidown 36 percent, on
revenue of $82.5 million, up 4.6 percent. You'teibuted the earnings fall to

the depreciation of the Australian dollar, whictcreased product costs by
about $10 million in the period, and to the genevabkness in the economy.
How were volumes affected in the first half and wisahe outlook for product

costs and volumes in the current second half gitienrecent strength of the
Australian dollar?

CEO Kevin Eley

Volumes were flat compared with the same periotl yaar, so it was price
rises that generated the increase in sales inxtmaaths to March 2009. Our
businesses are currently operating at a level airtol the corresponding period
last year.

The recent strengthening of the Australian doBgpasitive for us and will help
reduce the cost of our products and assist in @song our level of
profitability.
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With the Australian dollar currently trading at anal US$0.78, compared with
an average of US$0.67 in the six months to Mardw lexposed are your
businesses to potential inventory write-downs amdustomer pressure for
exchange-rate related price reductions?

CEO Kevin Eley

Inventory within our operating businesses is clpsabnaged and there are
adequate provisions for redundant inventory. Theakvays pressure for price
reductions when the Australian dollar strengthdmswyever, in the current

uncertain environment we believe we’ll be able &mnmtain our selling prices.
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Excluding $0.2 million in dividends received, “Caaltltems” generated costs
of $1.0 million, down 4.4 percent from the previotsrresponding period.
How sustainable are costs at this level and isetBeope for further reductions
if demand conditions remain weak?



CEO Kevin Eley

At head office, the reduction in overheads was grily due to costs saved
through postponing acquisitions and discontinumgesting in listed equities.
We therefore believe this level of costs is sustii@ in the current
environment.

If our operating businesses experience a furtiemfaemand, there’s scope to
trim costs throughout the group and still keep stwong management team
together.
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Non-core profit was $1.5 million in the first hatfpmpared with a loss of $8.0
million in the previous corresponding period. Thasgely reflected the $2.6
million profit on the sale of your stake in MMC Qaarian, versus impairment
charges of $7.7 million in the previous correspagdperiod. With the non-
core segment reduced to $7.8 million in listed ggholdings, what is your
commitment to these non-core investments?

CEO Kevin Eley

We're in the process of selling our listed investitngortfolio. Funds from the
sale will initially be used to reduce debt. Whée bpportunity arises, we'll
use the funds for acquisitions.
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HGL booked cash flow from operations of $0.4 miilim the first half, down
from $8.0 million in the previous corresponding ipdr reflecting reduced
earnings and an increase in working capital. WAiality do you have to
contain working capital in the current environmantl what is the outlook for
cash flow over the remainder of the year?

CEO Kevin Eley

During the period there was a small increase iremtery however we were
able to substantially reduce debtors. These fuweate used to repay creditors
which resulted in a net increase in working capifhis, in conjunction with a
fall in operating profit, reduced the cash flow geted from our operating
businesses as shown in the accounts. Our worlapgat currently remains
static amid tough economic conditions but we’re iagnto reduce working
capital and borrowings further in the second half

cor por atefile.com.au

As at the end of March 2009 HGL had net debt of $1fillion, down from
$34.1 million six months earlier, primarily refléog funds received from the
MMC Contrarian sale. Net debt to equity was 24eficpnt, down from 42.9
percent and core interest cover in the first hatvs.4 times, down from 7.0
times. What capacity do you have for acquisitivengh with interest cover at
this level?

CEO Kevin Eley

We'll only resume our acquisition program when grefit outlook for our
businesses is restored. As | mentioned earlier, alg® aim to reduce
borrowings by selling listed equities and will tefare have a strong capacity
to fund acquisitions.
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You've indicated you remain confident about thegidarm future of HGL
after a difficult 2009. Do you have any visibilirggarding 2010 earnings?
What are your grounds for optimism about the lorigen?

CEO Kevin Eley

We don’t have visibility through to 2010: althouttere are favourable signs,
we still don’t know whether the worst is over. the first half we achieved a
pre-tax return on capital employed in our operatiginesses of around 16
percent in spite of the precipitous fall in theuealbf the Australian dollar. In

addition we reduced borrowings, contained workiagitl, altered our cost
structure, acquired further agencies, strengthem@drelationship with our

customers and suppliers and retained our key masnages these factors that
give me optimism about the long term.
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Thank you Kevin.

For more information about HGL, visit www.hgl.com.ar call Kevin Eley on
(+61 2) 9221 7155
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