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Information contained within this announcement is deemed to constitute inside information as stipulated under the 
Market Abuse Regulations (EU) No. 596/2014. Upon the publication of this announcement, this inside information is 
now considered to be in the public domain. 
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Introduction 
The Group has delivered strong revenue growth, reporting an exceptional set of results for the six months ended 31 
March 2021 (the “Period”) despite the continued challenges of the global pandemic. The Period saw material margin 
improvement due to the strong growth across the high margin solution-driven categories of tea, health & wellness and 
fruit & vegetables. The Group’s core citrus category also reported a much-improved margin position, with the market 
now recovered from the sharp fall in raw material prices which impacted the comparable period last year. 
 
Whilst COVID continues to influence our ways of working, the gradual transitioning of both the UK and US staff back 
to the workplace in line with their respective government guidelines, is ongoing. The tenacity of our staff to continue 
providing a high quality of service to our customers and their collaborative approach to overcoming challenges is 
evident in the positive performance we have seen in this financial year to date. 
  
Our ‘healthier living’ categories drove much of the growth in the Period, with combined revenue from tea, health & 
wellness and fruit & vegetables increasing by 57.1% over the comparable period. The increasing desire from customers 
to differentiate their products and align with new consumer trends, particularly in the beverages market, is creating 
further opportunities for our innovative ingredient solutions. With increased consumer focus on personal health, the 
high proportion of natural ingredients across our portfolio is aligned with the global appetite for clean-label products 
synonymous with healthier living. 
 
We continue to see increased demand from existing customers, across a wide product range, coupled with new 
business wins in our key markets during the Period.  With distinct strategies for each of our product categories leading 
ongoing investment in both our capacity and technical capabilities, the Group is well-positioned to drive future growth 
and target new opportunities to deliver products that meet our customers’ evolving needs across a number of growing 
addressable markets. 
 
Demand during the Period remained weighted towards the off-trade channel with many global travel and hospitality 
restrictions impacting on-trade demand. However, as restrictions have begun to be lifted, we are starting to see on-
trade business recover.   
 

Strategic focus  
The Group’s core citrus category remains an important offering in our increasingly diverse portfolio. As we further 
expand our footprint with global beverage customers, we see increasing demand for high impact, authentic citrus 
ingredients, which brings important sophistication to this category and a need for higher value, science-led solutions. 
Ongoing investment in more advanced technologies is expanding the Group’s capability to meet an unfaltering demand 
for premium beverages, in particular the fast-growing alcoholic hard seltzer market, with significant new business wins 
during the Period.  This, in itself, is a clear example of how Treatt’s addressable market is growing with hard seltzers 
winning market share from unflavoured beer and wine in particular. 
 
Our concerted drive towards value-add products and nutritional-led innovation positions Treatt strongly to partner 
with customers as they seek to differentiate their brands. In particular, the strength of our reputation in the complex 
health and wellness market continues to attract new opportunities to enable customers to achieve their targets for 
sugar reduction, without impacting taste, and to produce low or no alcohol products as demand from the health-
conscious consumer shows no sign of slowing down.  

 
Further strengthening management team  
To equip the business for future growth we are working on a plan to bring in new talent from both within and outside 
our industry, building the experience and expertise at a senior level. As an initial priority, we have identified the need 
for two new key roles; a Chief People Officer, who will be tasked with driving organisational design on an international 
basis, and a Chief Innovation Officer who will lead our growing R&D efforts on a global basis. People and Innovation 
are key to the next phase of growth at Treatt. 

 
Environmental, Social and Corporate Governance (ESG) 
We remain fully committed to creating sustainable value for all stakeholders and to improving our sustainability 
reporting.  ESG was synonymous with Treatt’s values even before it became an acronym with which stakeholders are 



 

 

now familiar. Over 75% of our sales, and over 90% of our purchases, are of natural products and our largest product 
category of citrus is entirely derived from by-products which might otherwise go to waste. We are expanding our 
approach in this area with appropriate metrics and targets and are working at pace with experienced ESG consultants 
to develop a formal sustainability strategy which will be embedded at the heart of our decision-making, to positively 
impact our business. A fuller update on our progress will be provided in our full year report.   
 

Category developments 
Citrus 
Consistent with the Group’s strategy to diversify away from minimally processed citrus into more value-added 
ingredients, whilst the Citrus category reported modest revenue growth of 0.4%, other categories have grown strongly 
such that Citrus represented 44% of Group revenue in the Period as compared with 50% in H1 2020. Raw material 
market prices recovered from the sharp fall that impacted the previous financial year and the category saw an 860 bps 
increase in margin in the Period. 

 
Tea 
Our natural and authentic tea solutions, which represented 11% of Group revenue in the Period (2020 H1: 6%), 
continued to materially outperform with impressive growth of 93.0%.  Last year demand for our tea category was 
particularly impacted by the intermittent, but prolonged, closure of on-trade channels due to COVID. We are now 
seeing encouraging signs of pre-COVID on-trade demand levels beginning to return but have also supported beverage 
customers in developing products specifically targeted at the increasing demand for home consumption through retail 
channels. Whilst the growth in our tea category came predominantly from existing customers, the scale achieved is 
testament to Treatt’s collaborative approach and technical innovation agility in supporting customers as they respond 
to new market opportunities and harness consumer demand. The increased manufacturing capacity for tea extracts at 
our US plant, which was created as part of our capex investment in 2019, ensures that we are well placed to continue 
growing this category materially over the next few years, increasing our market share. 
 

Fruit & vegetables 
Our fruit & vegetables category reported notable growth of 50.4% compared with 2020 H1, increasing revenue share 
to 10% in the Period (2020 H1: 7%). The leading products in this portfolio, namely passion fruit, watermelon, cucumber 
and mango, each showed considerable growth over the comparable period. The proven success of our natural 
distillates in beverage applications continues to reap rewards as health-conscious consumers favour products that 
promote clean-label ingredients. 
 

Health & wellness 
Our health & wellness category has strengthened to represent almost 8% of Group revenue (2020 H1: 7%), with growth 
of 29.1% compared with 2020 H1. Our technical expertise and proven capability to deliver unrivalled quality in the 
complex area of sugar reduction science continues to drive volume growth with existing customers and secure new 
opportunities.  
 

Herbs, spices & florals 
Herbs, spices & florals which contains an extensive array of manufactured and traded natural, non-citrus, ingredients 
reported a decline of 13.3% in the Period, with the share of Group revenue falling to 9% (2020 H1: 11%). Lower demand 
for essential oils from the beverage market in particular has shaped the recent performance in this category, primarily 
linked to the closure of hospitality venues across the globe in the face of COVID.  
 

Synthetic aroma 
Revenue from aroma and speciality high impact ingredients grew by 16.1% in the Period, having experienced a decline 
in the last financial year. This is our second largest product category, representing 18% of Group revenue (2020 H1: 
18%). Growth within this category is driven by increased partnering with our customers, in some cases offering greater 
integration into the supply chain by providing an effective alternative to in-house production; our procurement 
expertise and manufacturing capability providing both cost and quality advantage to our customers. 
 

Coffee 
The Group continues to build out its US coffee platform, with plans progressing to develop a UK production capability 
to provide greater agility in servicing the UK and European markets. The quality of our extracts and our technical 
expertise to meet the needs of the complex cold brew coffee market are generating strong interest from both existing 



 

 

and new customers. Whilst revenue from this category was not significant in the Period, it offers material growth 
potential in the medium term. 
 

Geographical markets 
The US remains the Group’s largest market, representing 45% of Group revenue in the Period and reporting strong 
growth of 25.3% over the comparable prior period (31.5% in constant currency1). Whilst citrus continues to dominate 
the mix, at 45% of the US market revenue, growth in the Period was led by tea, which increased from 15% (H1 2020) 
to 23% of US revenue, and fruit & vegetables now representing 17% of US revenue. 
 
Revenue attributable to UK customers represented 7% of Group revenue in the Period, growing by 21.6%, having been 
impacted in particular in 2020 H1 by the fall in citrus prices due to the high proportion of citrus revenues. Our UK 
business is also seeing increasing volumes from a number of strategic partnerships within our synthetic aroma category 
and new business wins in the ‘make or buy’ outsourcing arena.  
 
Despite the foreseen challenges post-Brexit, most notably on shipment lead times, revenue in Europe grew by 17.0% 
(17.8% in constant currency1) and represented 21% of Group revenue. In addition to solid growth from the more 
established citrus and synthetic aroma categories, opportunities for our tea and fruit & vegetables categories within 
Europe contributed notably to revenue growth. 
 
China represents a significant opportunity and contributed 6% of Group revenue with growth of 7.9% in the period 
(8.1% in constant currency1). The process of establishing a wholly-owned foreign enterprise (‘WOFE’) in China is 
progressing well, and we expect the formalities to be completed later this financial year, thereby providing the base 
from which to accelerate our growth in the Asia-Pacific region. 
 

Capital Investment Programme 
Progress with our new £41m UK facility continues apace and we are now a significant way through the operational fit 
out, which has remained on budget with approximately £8m of capital expenditure remaining. In adherence to current 
COVID secure guidelines, a restricted number of employees transitioned across to our new premises in late April 2021. 
With the expectation that remaining restrictions in the UK are lifted in late June 2021, full occupancy of the office space 
will commence thereafter. Commissioning of the new plant and machinery is scheduled to take place later this calendar 
year, with production anticipated to relocate in the first half of calendar year 2022. Three years after completion, we 
expect to be generating a 10 – 15% return on investment (‘ROI’) from this site. We believe this site, along with our 
recently expanded US facility, will provide Treatt with the platform we need to support its ambitious growth ambitions. 
 

Financial review 
Continuing operations 
Revenue for the Period grew by 13.5% to £60.8m (2020 H1: £53.6m) resulting in profit before tax (excluding 
exceptional costs of £0.7m; 2020 H1: £0.5m) increasing by 71.4% to £10.4m (2020 H1: £6.1m).  In constant currency 
terms, revenue increased by 16.2%1. Our strategic sourcing of commoditised citrus coupled with a conscious focus on 
our added-value and solution-led citrus capabilities have increased performance during 2021 H1 in a stronger citrus 
market. Growth rates year-on-year were also favourably impacted by the challenges experienced during 2020 H1, 
which saw citrus raw material pricing slowly recovering as the market emerged from a period of sharp decline.   
 
As a result of the faster growth in higher margin value-added categories and improved citrus margins, gross margin 
increased by 880 bps to 35.0% during the Period. Operating costs increased by 34.6% to £10.7m (2020 H1: £8.0m) due 
to the higher cost base of our expanded US facility, as well as demand-led and strategic recruitment and investment 
across the Group to support sustainable growth. Resulting net operating margins increased by 610 bps to 17.4% (2020 
H1: 11.3%).  
 
COVID has caused delays to the timing of the relocation to our new UK facilities which have resulted in additional one-
off costs that do not fall to be capitalised, including project management and parallel running costs of the new and 
current sites. These are treated as exceptional costs and are now expected to total £4m, which is £1.5m more than 
originally budgeted. Current year exceptional costs of £0.7m (2020 H1: £0.5m) take the total exceptional relocation 
costs to date to £2.2m, with the balance expected to be incurred by the end of FY23. 
 



 

 

The Group has a hedging strategy in place which aims to offset the impact on gross margins caused by movements in 
foreign exchange rates between the original purchase of largely dollar-denominated inventory and the ultimate cash 
receipt from the sale to customers. 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 in the order of £0.4m (2020 H1: £0.6m favourable).   
 
Reported profit for the Period from continuing operations of £7.2m represents a 64.2% increase against the 
comparable period last year, with basic adjusted earnings per share from continuing operations rising by 60.0% to 
12.93p (2020 H1: 8.08p).  
 

Cash flow 
The first half of our financial year resulted in net cash generated from operations of £4.7m (2020 H1: £4.9m) with a 
normalised free cash inflow2 of £3.7m. During the Period £7.7m of capital expenditure was incurred, £6.0m of which 
related to the new UK facility. Excluding continued capital investment on the UK relocation project, we anticipate 
further improvement in cash flow in 2021 H2. 
 
The working capital outflow for the Period of £5.4m was largely as a consequence of a strong finish to trading for the 
half year, increasing trade and other receivables by £5.2m. The strong growth in our order books led to inventory levels 
increasing by £5.5m in the Period and there was a related working capital inflow of £5.3m in trade and other payables.  
 

Balance sheet 
Predominantly as a consequence of the planned capital investment in the UK relocation project, as at 31 March 2021 
the Group’s funding position moved to a net debt balance of £5.1m, as compared with £0.4m net cash at the beginning 
of the Period. This was made up of gross cash of £8.1m, bank loans and borrowings of £12.6m and net lease liabilities 
of £0.6m. The Group has borrowing facilities of £21.1m which remained undrawn at the Period end.  
 
The UK final salary pension scheme, which has been closed to both new entrants and future accruals for many years, 
benefitted from positive investment returns on scheme assets and also an increase in the discount rate 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 to £7.6m in the Period. 
 

Dividend 
The Board has declared an increase to the interim dividend of 8.7% to 2.00 pence per share (2020 interim dividend: 
1.84 pence per share), which will be payable on 12 August 2021 to all shareholders on the register at close of business 
on 2 July 2021. Consistent with our interim dividend policy in prior years, the interim dividend is determined as 
approximately one-third of the previous year’s total dividend. 
 

Outlook 
The resilience in our business model and our agility in meeting the needs of our customers, as they responded to 
changes in consumer behaviours, underpinned the strong performance achieved in the Period. To deliver this 
performance, despite the ongoing impact of COVID within many of the markets we serve, brings confidence that we 
will continue to generate strong returns as we look ahead to the second half of the financial year. 
 
We anticipate further volume growth as on-trade channels reopen and demand from the hospitality sector improves. 
We see the current momentum of our high-performing tea, health & wellness and fruit & vegetables categories 
continuing, as consumer lifestyle choices continue to shape innovation and brand development; we remain optimistic 
of a positive effect across our portfolio and our geographical markets. 
 
The Group continues to trade well in the second half to date and is encouraged by the level of its order book and 
pipeline growth opportunities. Consequently, the Board is optimistic that the current strong momentum will result in 
profit before tax and exceptional items for the current financial year of at least £20.0m, exceeding the current market 
consensus3 of £18.0m. 

 
1 Constant currency revenue growth is calculated on the movement from prior period comparative restated at the current period 

average exchange rate. 
2 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). 
3 Treatt compiled consensus of analyst forecasts for FY21 profit before tax and exceptional items. 
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