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Introduction 
The Group has delivered a good set of results for the half year ended 31 March 2020 (the “Period”). Treatt plays a 
crucial role in the food, beverage and cleaning supply chains and order intake towards the end of the Period has been 
strong as a number of our customers respond to increased demand for beverages consumed at home and cleaning 
products (such as liquid hand soaps and floor cleaning products) which are of particular importance at this time.  
To date, COVID-19 has not had an adverse effect on the overall trading performance of the Group. The business has 
taken, and will continue to take, timely action to protect the health and safety of all its employees across the Group as 
well as doing all it can to support the communities in which it operates. Whilst our colleagues in China have now 
returned to work, in both the UK and US all staff who are able to work from home are doing so, and manufacturing 
continues, working within government guidelines and with appropriate health protection and wellbeing measures in 
place. 
 
Treatt has not furloughed any staff and has not participated in any of the COVID-19 related government assistance 
schemes that have been implemented globally. 
 
During the Period, the Group continued to drive growth in its fast-growing, innovative ingredient solutions as consumer 
demand for premium beverage products, in particular, appeared to show little sign of slowing down. The Period saw 
some notable new business wins, as well as increased demand from existing customers, across a wide product range. 
 
We have continued to make good progress in winning market share in our key markets. The pace of change in 
consumer tastes, and the innovation which is supporting this change, is opening up some encouraging opportunities 
where Treatt’s agile, technical-led selling approach is reaping dividends in our higher margin categories.  
 
Whilst it is difficult to determine the likely impact of COVID-19 on the demand for the Group’s products in the coming 
months, our early experience has shown demand to be robust and  trading currently remains on course to deliver the 
Board’s expectations for the current financial year.  
 

Strategic focus 
As anticipated, the Group’s Citrus category continued to be impacted by the very sharp fall in raw material prices 
experienced last year. However, the strategic diversification over recent years continues to deliver growth in fruit & 
vegetables, tea and health & wellness categories, which have performed favourably with non-citrus revenue growing 
by 7.2% overall in the Period. This progress, along with a continued concerted drive towards added-value products and 
working closely with our customer partners, helps decouple and further insulate the Group from the impact of 
commodity price movements in citrus raw material markets and helped to grow gross margin by 120bps in the Period. 
 

Citrus 
Citrus is the Group’s largest category and represented 50% of Group revenue in the Period. As previously reported, the 
very sharp fall in raw material prices in the previous financial year continued to impact both revenue and profits in this 
category. Consequently, citrus revenue fell by 15.1% in the Period compared to H1 2019, whilst citrus volumes 
increased by more than 20% as the Group sought to reduce its inventory of commoditised citrus by-products.  Raw 
material prices began to gradually firm during the Period and this is expected to have a positive impact in H2.  

 
Tea 
Our natural and authentic tea solutions, which represented 6% of Group revenue in the Period, continued to materially 
outperform with strong growth of 47.5% compared with H1 2019. This growth came predominantly from existing 
customers, whilst new business wins continued to come on stream. With the increased manufacturing capacity for tea 
extracts now available at our US plant, we are well placed to continue growing this category materially over the next 
few years, as the market grows and Treatt increases its market share. 
 

Health & wellness 
Our health & wellness category continues to grow strongly and now represents almost 7% of Group revenue, growing 
by 19.9% compared with H1 2019. The majority of this category relates to the niche and technically specialist role 
Treatt operates in the scientifically complex area of sugar reduction, where our products reproduce the flavour and 



 

 

aroma of sugar, without the carbohydrates or calories.  Similar to tea, our growth in health & wellness going forward 
will be supported by the capital investment we have made in our facilities in the US. 
 

Fruit & vegetables 
Of our fast-growing product categories, fruit & vegetables represents the broadest portfolio, including for example 
passion fruit, cucumber, watermelon, mango and jalapeno products to name a few.  This category now also represents 
7% of Group revenue having grown by at least 20% in each of the last five financial years. In the Period, fruit & 
vegetables grew by 9.4% compared with H1 2019, although H2 is typically the seasonally stronger half for this category. 
 

Other 
Herbs, spices & florals which contains an extensive array of manufactured and traded natural, non-citrus, ingredients 
performed well in the Period with growth of 9.4% and now represents 11% of Group revenue. 
 
Revenue from aroma and speciality high impact flavour chemicals fell by 8.6% in the Period. This category contains a 
high proportion of lower margin traded materials and was impacted by the timing of some repeat business and the 
absence of some one-off activity from the previous year. 
 
Our customers continue to look to product innovation to differentiate their products, launch new products and 
categories and refresh existing products. Treatt continues to benefit from the valuable role our services play in helping 
meet these demands, with the Group’s new product development programme progressing well and market entry 
points currently being explored.  In particular, the Group continues to build out its coffee platform to meet the needs 
of the technically complex cold brew coffee market, where our trial product offerings are receiving strong interest from 
customers. We see coffee as being an exciting category with material growth potential in the medium term. 
 

Geographical markets 
The Group’s focus on the strategically important geographical markets of the US and China continues to progress well, 
even though the latter was affected by the earlier onset of COVID-19. Whilst there was some volatility when comparing 
various territories with the same period last year, this was largely due to the differing weighting of citrus and traded 
products in those regions and the timing of deliveries to some large customers. The US continues to represent the 
Group’s largest market, being 41% of Group revenue in the Period and achieved growth of 1.4% against the comparable 
prior period (0.5% in constant currency2). Revenue in China fell by 5.8% (5.8% in constant currency2) but is expected 
to return to growth in H2 as the slowdown in freight clearance due to COVID-19 returns to normal. Revenue to both 
the UK and the rest of Europe, where citrus revenues are the highest in percentage terms, fell by a combined 25.2% 
(25.4% in constant currency2) in the Period. This was, as explained above, largely impacted by a combination of the fall 
in citrus prices as well as the timing of contract deliveries to certain major customers.  
 

Capital Investment Programme 
Last year we completed the first phase of our capital investment programme, with the expansion of US operations to 
double our capacity in our natural extracts production facility, which supports our key growth categories of tea, health 
& wellness and fruit & vegetables. In addition, we have also expanded and modernised our scientific infrastructure in 
the US. Both of these projects were completed on time and on budget to take advantage of this year’s spring crop and 
we are seeing early signs of success in utilising our additional capacity. 
 
In the UK, the second phase of our investment is well under way. Significant progress has been made with the UK 
relocation project which remains on budget. Whilst construction progress has continued during the Period of the UK 
COVID-19 lockdown, certain aspects of the project have inevitably slowed and, therefore, we expect transition to the 
new site to now take place in 2021, although at this stage it is not possible to provide a definitive timeline. This delay 
is not expected to impact our ability to meet customer orders over the short to medium term.  
 

  



 

 

Financial review 
Continuing operations 
As previously guided, revenue from continuing operations for the Period fell by 5.3% to £53.6m (2019 H1: £56.6m) 
resulting in profit before tax (excluding exceptional costs of £0.5m; 2019 H1: £0.2m) decreasing by 2.0% to £6.1m 
(2019 H1: £6.2m1).  In constant currency terms, revenue decreased by 5.8%2. 
 
Gross margin increased by 120 bps to 26.2% during the Period as a result of the relative growth in higher margin 
product categories. Operating costs during the Period increased by a modest 1.8% to £8.0m (2019 H1: £7.8m1). This 
resulted in net operating margins improving slightly to 11.3% (2019 H1: 11.2%1).  
 
The Group has a hedging strategy in place which aims to ensure that the impact of significant exchange rate movements 
on the income statement over the course of a full financial year is mitigated as far as possible. The effect of movements 
in foreign exchange rates in the Period from this strategy was a positive net FX impact on the half year results of 
approximately £0.6m (2019 H1: £0.4m adverse). This offsets the impact on gross margins caused by movements in 
foreign exchange rates between the original purchase of largely dollar-denominated inventory and the ultimate receipt 
of cash from sale to customers as part of a finished product. 
 
Consistent with the prior period, the current year exceptional costs of £0.5m relate to one-off costs in respect of the 
UK site relocation, which do not fall to be capitalised. 
 
Adjusted earnings after tax from continuing operations fell by £0.1m as against the comparable period last year, whilst 
tax rates in the UK and US remained broadly unchanged. Consequently, basic adjusted earnings per share from 
continuing operations fell by 3.2% to 8.08p (2019 H1: 8.35p1).  
 
Whilst the UK final salary pension scheme, which has been closed to both new entrants and future accruals for many 
years now, experienced a sharp fall in investment returns towards the end of the Period due to the impact of COVID-
19 on global stock markets, this was offset by the increase in discount rates applied to the liabilities of the scheme.  As 
a result, under the accounting standard IAS 19, the post-employment benefits liability in the balance sheet decreased 
from £7.8m to £7.2m in the Period. 
 
The Group was required to adopt IFRS 16, ‘Leases’ from 1 October 2019, however, this had no material impact on the 
Group’s financial statements. Further details are set out in note 13 to the financial statements below. 

 
Cash flow 
The first half of our financial year resulted in net cash generated from operations of £4.9m (2019 H1: £6.3m) with 
normalised free cash inflow3 of £2.0m for the Period. There was a working capital outflow in the Period of £1.1m, 
although this was largely as a consequence of a strong finish to the half year which left us with £5.0m of trade 
receivables. With inventory levels reducing by £2.5m in the Period and there was a related working capital inflow of 
£2.2m. Similarly, there was an inflow relating to trade and other payables of £1.6m. Excluding our major capital 
investment project in the UK, we anticipate further improvement in cash flow in H2. 
 
During the Period £11.9m of capital expenditure was incurred, £8.6m of which related to the UK relocation project. 
 

Balance sheet 
As at 31 March 2020 the Group had a net cash balance of £6.1m, as compared with £15.6m1 at the beginning of the 
Period. This was made up of gross cash of £33.0m, bank loans and borrowings of £26.6m and net lease liabilities of 
£0.4m. The Group has borrowing facilities of £25.0m of which £24.9m was undrawn at the Period end.   
 

Discontinued operations 
The disposal of Earthoil Plantations Limited, was completed in 2018 for an enterprise value of £11.3m and since that 
time the Kenyan operations which remained part of the Group have been held as discontinued activities. It has not 
proven possible to attract a suitable acquirer for those businesses and since support for the local management, 
employees and their families has been a priority throughout this process, contracts have been exchanged for a buy-
out of the business by local management after the Period end for a nominal sum.  Completion is expected to take place 
within the next few weeks.  Consequently, there was an exceptional impairment of the Kenyan businesses (which are 
reported under discontinued activities) of £0.6m in the Period. This impairment is reflected in the profit after tax from 



 

 

continuing and discontinued operations of £3.5m (2019 H1: £3.7m1) and basic earnings per share of 5.78p (2019 H1: 
6.30p1). We wish the team in Kenya well as they take over the management of this business. 
 

Dividend 
Consistent with our interim dividend policy in prior years which is to pay an interim dividend of approximately one-
third of the previous year’s total dividend, the Board has declared an increase to the interim dividend of 8.2% to 1.84 
pence per share (2019 interim dividend: 1.70 pence per share).  This interim dividend will be payable on 13 August 
2020 to all shareholders on the register at close of business on 3 July 2020. 
 

Outlook 
COVID-19 has the potential to have a profound impact on people and businesses globally. Looking ahead it is difficult 
to determine its likely impact on the demand for the Group's products and operations, for example there may be a 
slowdown in some of our customers' new product development activities in the short term, reflecting the dramatic 
changes in consumption habits with at-home consumption witnessing a steep rise as the on-trade' and out-of-home 
markets are effectively closed in many markets.  
 
However, citrus raw material prices began to gradually firm during the Period and this is expected to have a positive 
impact in H2 as is the re-opening of the Chinese markets and the momentum in our high-performing tea, health & 
wellness and fruit & vegetables categories. 
 
The Group is trading well and is encouraged by the level of its order book and the current demand for its products 
from beverage ingredients through to solutions for hand soaps and cleaning products. Therefore, whilst there remains 
much to do, the Board is pleased to report that at this time trading remains in line with its expectations for the financial 
year ending 30 September 2020. 
 
 
1 The comparative period has been restated for the adoption of IFRS 16, ‘Leases’ – see note 13 for further information. 
2 Constant currency revenue growth is calculated on the movement from prior period comparative restated at the current period 

average exchange rate. 
3 Normalised free cash flow is calculated as net cash from operations less purchase of property, plant and equipment and 

intangible assets (excluding expenditure on the UK relocation project). 
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