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CHAIR’S ADDRESS

Today I'd like to give you an overview of how we view the year that’s closed. Following that, Daniel will give
more detail on our 2023 results, our strategic focus and a current trading update.

Our financial year ending July 2, 2023 was certainly a more challenging year at Michael Hill.

During both FY22 and the first half of FY23, we continued to benefit from Covid economic stimulus,
reduced operating costs and travel restrictions in all our markets, which boosted domestic retail spend. In
the second half of FY23 we saw inflation in wages, gold, diamonds and other input costs, along with rising
interest rates eating into disposable consumer spending and an increased portion of that remaining spend
being redirected to domestic and international leisure travel.

We have also experienced a particularly challenging security environment in New Zealand, with record
levels of retail crime necessitating a significant increase in security counter-measures, increased stock
losses and an incremental $5m spent to protect our customers and team members.

Despite these challenges we have maintained an unwavering commitment to our strategy; with an
increased investment in elevating the Michael Hill brand and product offering, a strong commitment to
executing on the retail fundamentals, strong cost and inventory management and investment in a series of
new brand offerings to expand our addressable market.

Against this backdrop the business delivered a solid performance for FY23, with record revenue, elevated
margins and strong earnings. I’'m both proud and grateful for the agility, resilience, perseverance and focus
that Daniel and the entire Michael Hill team have displayed in delivering these results.

The heritage of our brand and creative inspiration from our founders continues to underpin the
foundations of the Company. FY23 saw the launch of ‘The Jewellers’ brand campaign, which focused on our
origins as a fine jeweller, the vision of our founders, and showcasing our craftmanship, creativity and
commitment to quality. | will now share the latest brand campaign.

This campaign demonstrates that as the Michael Hill brand continues its aspirational brand journey, we will
maintain a strong connection to our rich heritage and the vision from our founders.

During the year, | have taken great pride in the way in which our leadership team in New Zealand and our
Group Executive team have responded to and supported our New Zealand team members and customers
impacted by the retail crime events and ram raids we have experienced in New Zealand along with a series
of extreme weather events.

It’s during these times of adversity that our values: We care, We create outstanding experiences, We are
professional and We are inclusive and diverse, get truly tested. I'm proud to be part of a team who have
clearly demonstrated and lived the Company’s values as we have responded to these challenges.

Pleasingly, our engagement survey was completed by 84% of our workforce and resulted in an engagement
score of 82%, which is 10% higher than the global retail industry average. Our consistently high
engagement score demonstrates how hard we continue to work to ensure that Michael Hill remains an
employer of choice and is a great place to work.



In August 2022, we released our 2030 sustainability manifesto centred around three key pillars: People,

Product and Planet.

During the year, we have made great progress toward our goals: reduced our scope 1 emissions by 39%,
reduced our head office waste by 65% and made significant donations towards empowering women with
Dress for Success and Auckland’s Women’s Refuge.

In addition, an integral part of this strategy was the launch of a circular jewellery ecosystem, Re:new.

During the year, the first phase was launched - Re:cycle - a digitally enabled gold recycling program, that
encourages customer to give “new life to their old loves”, by recycling gold jewellery pieces in exchange for
a Michael Hill e-gift card. The opportunity in the coming year to extend this offering to New Zealand and
Canada is exciting.

The second phase, Re:imagine, a diamond upgrade program, and the third phase, Re:store, will focus on
jewellery repairs. Both of which are to be launched this financial year.

Last year, the Company articulated a capital management framework for the business which included
pursuing acquisition opportunities in the fine jewellery sector. Pleasingly, the business successfully acquired
an earnings accretive, scalable and complementary Australian value-led jewellery brand, Bevilles. With the
Bevilles team having successfully transitioned, the key focus is now on expanding the store network
nationally.

During the year, the Company commenced its on-market share buy-back with 8.63m shares bought back,
representing 2.2% of issued capital for a total cash cost of A$10.2m. The share buy-back was concluded in
August 2023.

Furthermore, we were pleased to declare a final dividend of AU3.5 cents per share, bringing our total
dividend for the year to AU7.5 cents per share, representing ~70% of adjusted annual NPAT, and at the
higher end of the Company’s Dividend Distribution Policy target range of 50% to 75%.

I am immensely proud of Daniel, our highly capable executives working alongside him and the broader
Michael Hill team. Even though the second half of FY23 was particularly challenging, the team remained
focused, executed on our strategy, delivered a plethora of initiatives, and successfully acquired a new
brand, Bevilles, which represents a fabulous opportunity to expand our addressable market and support
our growth ambitions.

| would like to close my address by acknowledging and thanking all our shareholders for their ongoing

support.

| now invite Managing Director & CEO, Daniel Bracken to address the meeting and discuss the 2023
operational performance, provide an update on the Company’s strategy and a current trading update.



MANAGING DIRECTOR & CHIEF EXECUTIVE OFFICER’S ADDRESS

Thank you, Rob.

Good morning and thank you for joining us today. | will now take you through a review of the 2023 financial
results and operational achievements. We will also provide you with some insights into key strategic
initiatives for the year ahead, and an update on our current trading performance.

Let me start by saying it has been a very busy year at Michael Hill.

While we finished FY23 with comparable EBIT slightly below prior year, due to a more challenging second

half, we still delivered the second highest profit in the Company’s history.

These results were underpinned by our clearly articulated strategic initiatives, driven by the ability to

elevate ATV supported by Michael Hill’s aspirational brand journey,
- leverage our loyalty program — which now has over two million members
- the evolution of our product — during the year we introduced some fantastic new ranges,

- and most importantly, a relentless focus on retail fundamentals driving continued improvement in

productivity across all markets.

In August 2022, the Company executed a seamless relocation of its global headquarters to new purpose-
built premises housing the global support functions, with a reimagined artisanal jewellery workshop and
state-of-the-art Australasian distribution centre. Our new office provides a contemporary, dynamic and
productive environment, strategically aligned to Michael Hill’s aspirational brand journey.

In June 2023, the Company completed the Bevilles acquisition, successfully transitioning all team members,
stores and inventory to the Group. As the Michael Hill brand elevates the Bevilles business give us the
opportunity to capture market share at the value end of the fine jewellery category. Currently, a 26 store
business primed for a significant real estate expansion strategy.

We also continued to focus on digital to modernize customer experience, and reach new markets. The
creation of a dual language Canadian website allows us to attract a new French speaking customer base in
Quebec and across Canada. We also extended our marketplace offerings by partnering with Zalora in

Singapore and Malaysia.

And most importantly, the Michael Hill business is built on the foundations of a great culture and a fantastic
team as evidenced by our most recent engagement survey result with our global engagement score above
80%.

I'd like to both acknowledge and thank the team for their unwavering focus and energy throughout the

year.

The Group has reported record operating revenue of $630m for the 2023 financial year, a 53-week retail
financial year ended 2 July 2023, which includes four weeks of Bevilles trade in the Group and Australian

segment results.

Comparable earnings before interest and tax (EBIT) for the Group was $58.9m for the year, a decline of 6%
year on year, due to higher cost of goods pressure, wage inflation in all three markets and elevated New
Zealand security costs.



While the Company delivered record revenue for the year, this was driven by a particularly strong first half
performance, followed by a more challenging second half, as macroeconomic conditions deteriorated and

consumer confidence declined.

Notwithstanding the impact of sustained elevated raw material input costs seen with diamonds and gold,
and while slightly down on prior year, the Company still delivered strong gross margins. This performance
was underpinned by the aspirational brand strategy and the ability to elevate average transaction value
even in a challenging retail environment.

Inventory year-end holdings were $203.3m, with Michael Hill on target and broadly in line with prior year.
The lift in stock holdings was largely driven by the inventory acquired in the Bevilles transaction.

During the year, the Company benefited from strong operating cashflows, successfully acquired Bevilles,
returned capital to shareholders through a buy-back and dividends, and continued investment in both the
core business and growth initiatives, which resulted in a year end net cash position of $8.4m.

Furthermore, the Company refinanced with a new three year $90m bank facility on favourable terms,
which will support future strategic growth initiatives.

Michael Hill opened three new stores and closed five under-performing stores across the network during
the year. With the inclusion of 26 acquired Bevilles stores, the store network totals 304 across all markets
at the end of the year.

In terms of key performance insights, it is noted that both revenue and gross margin have lifted significantly
on pre-pandemic levels.

Even though comparable EBIT was down on the record FY22, earnings were also still well above pre-
pandemic levels.

As shown on the bottom of the slide, pleasingly, the strong lift in revenue has been underpinned by
increased store productivity. This is borne out by the lift in both average revenue per store and average
gross profit per store.

Before moving on to our current trading update, I'd like to share with you, our year in review film.
And now moving on to our current trading update.

There is no doubt that retail conditions have continued to be very challenging in all markets, as the group
cycles record Q1 sales in the prior year.

For the first nineteen weeks of FY24, Group sales (including Bevilles) are up 2% on prior year, and up 26%
on FY22. For the core Michael Hill brand, sales have continued the recent trend and are down on the record
start to FY23, however are up 13% on FY22 and up 15% on pre-pandemic trade in FY19.

Group gross margin has continued to be under pressure, with sustained elevated diamond and gold pricing
and dampened consumer confidence due to economic challenges, leading to greater promotional activity
across all retail categories and markets.

We have seen transactional sales data from multiple external sources that demonstrates that both the
Michael Hill brand and Bevilles continue to take market share in a challenging retail environment.



As we enter the all-important Christmas period, the start to November trade is encouraging. However, we
are only two weeks into the Christmas trading period.

Our new Christmas campaign launched at the start of the month and is already gaining strong traction with
both customers and stores.

Earlier this year the company undertook a comprehensive product range review, enabling the largest ever
injection of newness in readiness for our key Christmas trading period.

With over 2.1m members, the Brilliance by Michael Hill loyalty program will be a key differentiator and
enabler for customer engagement and sales driving events.

Along with two significant store refurbishments, four new Bevilles stores will open for Christmas trade,
bringing the brand’s store count to 30.

Much of Michael Hill’s strong performance over recent years can be attributed to the strategic
transformation and elevation of the brand, along with an overarching emphasis on growth. The strategic
framework underpins the future growth of the business, is customer-led and continually evolving.

The strategy to elevate and modernise the Michael Hill brand underpins the overarching vision for the
business. Highly engaging and emotive marketing campaigns focusing on key life moments, with an
emphasis on product, quality and craft, are leading the transition away from price and promotion, towards
emotional long-term customer relationships. The success of this strategy is best evidenced by the
continued expansion of average transaction value, up 27% over the last four years.

Product evolution is at the centre of a customer-led retail strategy, and is critical to achieving sales growth
and supporting elevated margin. The laboratory grown diamond category continues to expand, with higher
sales growth and margins, helping to offset high input costs for both mined diamonds and gold.

During the course of the year, the business invested in new talent and capability across product, buying,
sourcing and procurement, as well as technology investments in merchandise planning.

A great example of a brand-led campaign is our recently launched Christmas campaign, which we will play
for you now.

The Brilliance by Michael Hill loyalty program underpins customer engagement and has now grown to over
two million members. The program provides the business with essential data to drive more frequent and
more profitable customers. Members are more valuable across ATV by 70%, gross profit by 250 basis points
and members transact more frequently. Pleasingly, more than 80% of our sales are now made by
members of the Brilliance loyalty program.

Bricks and mortar retail is at the core of the Michael Hill business, driving more than 90% of sales. The
retail fundamentals strategy has delivered a 21% uplift in store productivity over the last four years.

During FY23, the business invested in refreshing a significant portion of our store network as we elevate the
instore experience to align with the brand strategy. The retail team continues to focus on productivity as
the key performance metric for stores, in conjunction with a deliberate emphasis on lifting average
transaction value.

As the Michael Hill brand continues its aspirational brand journey to a more premium position, the
acquisition of the Bevilles business in June provides a vehicle to take market share at the value-end of the
fine jewellery category.



Additionally, in October, the business launched its new bespoke brand TenSevenSeven, focused on
servicing the high-end of the market with its unique personalised diamond ring proposition.

With these additional brands, the Michael Hill Group now services all significant customer segments of the
fine jewellery category, and delivers multiple new growth pipelines.

The Bevilles Brand will deliver both sales and profit growth through a significant real estate expansion
strategy, coupled with digital growth and an optimised business model.

For FY24, 4 sites have been secured for pre-Christmas opening and a further tranche identified for the second
half. Leveraging group capabilities and partnerships, Bevilles will benefit from optimisation of both supply
chain and vendor relationships delivering margin and cost benefits to the business.

With system integration planned for the second half of FY24, this will drive further opportunities in both
productivity and efficiencies by leveraging a common technology platform.

TenSevenSeven is a new start-up brand designed to deliver a completely unique and elevated proposition,
capturing an entirely new high-end customer.

TenSevenSeven is brought to life through an immersive digital experience, where customers are invited to
select from tens of thousands of unique diamonds, paired with a ring design of their choice and ultimate
handcrafting in our artisanal Australian workshop. The digital platform allows the brand to showcase a
curated diamond library in a capital light business model, as the diamonds are owned by our trusted diamond
vendors.

In due course, this digital offering will be supported by the gradual roll-out of a limited number of showrooms
in key capital cities.

And to give you a sense of this incredible new brand, | hope you are now all as excited as | am about the new
TenSevenSeven brand.

I will now hand back to the Chair to conduct the formal business of the meeting.





