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Financial Highlights

2009 2008 Change

£m £m

Sales 220.4 183.1 +20%

EBIT before exceptional items 27.4 20.6  +33%

PBT before exceptional items 25.1 18.8 +34%

Earnings per share before exceptional items 11.7p 8.2p  +43%

Dividend 5.0p 4.45p +12%

Net debt 15.6 24.0 -35%

Gearing 13.7% 21.5%
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Income Statement
12 months to 31 December 2009

2009 2008 Change

£m £m

Group sales 220.4 183.1 +20%

Operating profit before exceptional items 27.4 20.6  +33%

Operating margin 12.4% 11.2%

Exceptional items 1.8 (3.5)  

Net pension finance (expense)/income (1.5) 0.6  

Net finance cost (0.8) (2.4)

Profit before tax 26.9 15.3 +76%

Tax (6.7) (2.9)

Profit for the year 20.2 12.4 +63%
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Operational Performance

Group 
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(£m)
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Sales Analysis 2009 Sales Change Vs 2008
(With prior years’ changes)

2009 vs 2008 2008 vs 2007* 2007* vs 2006*

Full year % % %

Volume 4.3 3.0  5.6

Price/Mix 4.6 3.2  -2.4

Exchange 11.5 11.0 -0.9

2009 Preliminary Results

* On a continuing operations basis

Total 20.4 17.2  2.3
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Regional Sales by Destination 2009
(Change Vs 2008)

2009 Volume Price/Mix Exchange Total

£m % % % %

Europe 122.5 -0.2 6.8 7.6 14.2

Americas 42.3 8.6 0.5 16.6 25.7

Asia/Pacific 55.6 12.1 2.3 17.3 31.7

2009 Preliminary Results

Total 220.4 4.3 4.6 11.5 20.4
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Key Financial Measures

2009 2008

Net debt 15.6 24.0

Free cash flow 18.4 10.3

Gearing 13.7% 21.5%

2009 Preliminary Results

Gearing 13.7% 21.5%

Net debt / EBITDA* 0.39 0.74

ROCE* 16.6% 13.4%

Interest Cover* 33.1 8.5

Dividend Cover* 2.3 1.8
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Net debt (£ millions)

Net Debt
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Pensions

Group defined benefit pension schemes

2009
£m

2008
£m

Deficit 31.8 25.8

Deferred tax (10.4) (9.1)

Lower discount rates have 
increased liabilities

Partially offset by market 
value of assets rising

2009 Preliminary Results

Deferred tax (10.4) (9.1)

Net Deficit 21.4 16.7 

value of assets rising

£1.7m of additional 
contributions during the year
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Tax

Tax rate* reduced from 29.4% to 24.1%

Higher proportion of profits in Czech

Better utilisation of UK Group Relief
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Better utilisation of UK Group Relief

2010 may be slightly higher %

* Before exceptional items



Peter
Page
Chief Executive
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Operational Highlights 2009

Growth in sales volumes of edible collagen

Further progress towards sustainable pricing

Higher productivity in manufacturing operations
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Improved inventory performance

Temporary adverse impact of hide supply

17



Sales Volume 2009
Established Markets

Japan
Significant increases 
due to gut conversion

USA
Increased casings and 

UK & Eire
Increased casings due 
to close collaboration 
with manufacturers 
and retailers Western Europe

Level volumes with no 
overall change

Australia & New Zealand
Steady growth due to close 
technical support

Increased casings and 
reduced gel following 
changes in a customer’s 
manufacturing process
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Sales Volume 2009
Emerging Markets

China
Continued growth due 
to urbanisation and 
higher spending 

Eastern Europe
Static volumes overall, 
but significant 
variations between 
countries

Russia
Lower volumes due to 
financial crisis

higher spending 
power

Asia
Steady volume increase in all 
markets

Latin America
General growth and 
conversions from gut to 
collagen 
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Pricing 2009

Increased prices to 
existing customers

Higher value for 
customers

Enhanced service and 
technical support

Product 
developments 
supporting gut 
replacement
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Customers & 
market mix

2009

2008

3%

over 2008



Market Trends 2009

Growth in demand for 
edible collagen

casing more than 5%

Increasing pressure 
from retailers for ‘value’ 

and price points

Manufacturers 
converting from gut 

to collagen in 
established markets 

Strong growth in China, 
South East Asia and 

Latin America
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New capacity

Capital Investment 2010

Total 2010 Capital Investment - £25m

£5.7m
New capacity
Systems upgrade
New technology
Environmental/safety
Renew old assets

2009 Preliminary Results 22

£2.0m

£2.9m

£2.8m
£11.6m



Outlook for 2010

Volume growth expected globally

Manufacturing productivity improvements to be sustained

Declining energy costs compared to H2 2008

2009 Preliminary Results

New generation of products for gut replacement

Outlook for 2010
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Building for 
the Future

2009 Preliminary Results 24



Growing Demand for Collagen

400400

Global meat demand to rise by around 25% between 2005 - 2015

+29%

+25%

Growth in global meat 
consumption

Emerging markets

Urbanisation
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Collagen Replacing Gut

Devro’s new generation of products offers a better alternative – closer to gut
Inconsistent availability/cost/quality of gut
Food safety and traceability requirements 
Stable pricing of raw materials

Operational Advantages

Cost Advantages of Collagen
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Reduced labour costs
Higher productivity
Up to 15% cost savings

Cost Advantages of Collagen

‘As the meat industry industrialises – propensity to  use collagen rather than gut’



Strategy

Efficiency

• Maximise 
productivity of 
existing assets

Growth

• Gut replacement in 
established markets

• Increased demand in 

Earnings Growth & 
Improving Return on 

Capital
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Collagen Research & Development

� New generation of enhanced products  � Modern processes improve efficiency  � Creating new opportunities

• New capacity is 
latest technology

• Close control of 
primary costs

• Increased demand in 
emerging markets 

• Pricing and value for 
customers



Devro’s Competitive Position

Global market presence

Product development & differentiation 

Gut conversion from new products
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Customer service and technical support

Continuing investment in technology & capacity

Food safety standards

Effective raw material management
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Building For The Future

Summary
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2009 Preliminary Results
http://www.mcdonalds.co.jp/menu/limited/mchotdog/

30


