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Ansell Limited today reported net profit of US$38n@lion for the first half ended
December 2006, down 11.5 percent compared withpthgious corresponding
period. Profit was down 15.7 percent if the presiccorresponding period’s
US$4.1 million write-down relating to the South FiacTyres (SPT) joint venture
is excluded. EPS was US$0.226, down 5.4 percatyan continue to expect
EPS for the full year ending June 2007 in the raofj&JS$0.46 to US$0.50,
compared with US$0.573 last year. What assumptioderlie this forecast?

CEO Doug Tough

Early in the 2007 financial year we said that tkeé megative impact of latex costs
was expected to be approximately US$10 millionttier year and that we’d invest
an additional US$12 million in “growth” expensesdaimitiatives. The net
negative impact of latex is now likely to be highe&rith lower selling price
increases than expected. However, we've had strasades growth at 16 percent,
and are comfortable with the trade-off. The inwestt in growth expenses and
infrastructure will continue as planned.

Essentially, our assumptions for the second halftlaat higher sales volumes and
a better mix will offset the latex price impact at@ higher operating expenses.
We expect that this will enable us to be at thenéigend of our EPS guidance
range.
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Ansell's first-half revenue was US$460.3 milliorp 6 percent. Growth was 14
percent excluding the contribution from Jissbore @hinese condom marketer
you acquired in March 2006. This is significantligher than the sales growth
Ansell has achieved in recent years. To what éxterthis attributable to the
growth initiatives flagged for this year and issthevel of sales growth sustainable
without further profit erosion?

CEO Doug Tough

It's worth noting that the first half compares withflat first half in the 2006
financial year. Having said that, the growth wastly due to the initiatives
flagged in recent years and mostly due to a chaviggre we’ve moved from a
focus on delivering the four year Operation Fultédhtial segment EBIT targets to
seeking faster growth. More importantly, this @ profitless growth. Yes, we
sold additional lower margin exam gloves, but treganpart of the increase came
from higher value added HyFlex gloves, surgicavgkand condoms. We expect
sales increases to continue, though not at firtginawth rates.

CFO Rustom Jilla

It's also worth noting that there was really nodfir erosion” due to higher sales.
The first half's broad based sales growth brouggihér gross margins roughly in
line with last year. The reduction in first-halfangins was basically due to
absorbing higher latex costs.
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Gross profit was US$164.3 million in the first halp only 8 percent year on year,
reflecting a net US$10 million negative impact fréatex. This is equal to the net
negative impact you were expecting for the full ryaghich was based on an
average latex price of MYR5.5 per kilogram. Givire average latex price
relevant to the first half was MYR5.78, what's thalook for the full year? What
success have you had in raising selling pricesveimat’'s the outlook for selling
prices in the current second half?

CFO Rustom Jilla

Firstly, we always expected the US$10 million negatmpact to hit us in the first
half. There’s a three to four month lag in latexghase costs feeding through to
our cost of sales due mostly to raw material anidtied goods inventories. That's
why, even though market spot prices declined frioenend of July through the end
of December, the P&L cost of latex was up by betwe® percent and 65 percent,
varying by country, which was exacerbated by a we&lS dollar.

That lag is also why, notwithstanding the recemgstin latex prices, we can say
today that the P&L cost of latex for the 2007 fio@h year should be around
MYR5.20 per wet kilogram. And, given the stronddalaysian ringgit and Thai
baht, latex will probably cost us about what wampked in US dollars.

CEO Doug Tough

Raising selling prices has been harder than exgpecite substantial fall in latex
prices early in the financial year made it diffictd convince customers the full
increases we sought were necessary. In the selcalfidwe’'d expect some



additional selling price increases, but won’t coolese to what we’d planned for
the full year.
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Ansell's operating expenses increased to US$120illom from US$100.9
million, with growth initiatives adding US$12 mitih in the half and other
expenses increasing US$8 million. Do you planhirrtspending on growth
initiatives in the second half and what’s the lké&tvel of this spending going
forward?

CEO Doug Tough

Yes we do. Building growth momentum takes time,ney and staying the
course. Some of the spending simply reflects saxtims of Jissbon and some is
linked directly to sales; for example distributioosts and sales commissions. The
“growth” increases were in R&D, sales and marketangd business development,
and all of these will continue. We’'ll also contedo increase spending on
infrastructure and support functions, such as |eJalfinance and HR, that are
necessary as we expand in size and geographicgblenity. So I'd expect
second-half operating expenses to be at leastetred 0f the first half or a little
higher, depending on sales.
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In the Occupational business, which representsesfept of Ansell’s total sales,

EBIT was US$27.9 million, down 2 percent from theyous year, on sales of
US$228.0 million, up 16 percent. EBIT margin fedl 12.2 percent from 14.5

percent reflecting higher costs in your Western iehere plants and the planned
increase in operating expenses. What specifi@iiviés contributed to the rise in

operating expenses and when do you expect theeniergte positive returns?

CEO Doug Tough

The major initiatives were China, where we set upew organisation that has
doubled sales, Japan, where we continued to inmestir Occupational business
and where sales have grown 60 percent, and in ehaxpansions in our more
mature markets in the US and Europe. We continoethvest in sales and
marketing in general and our Occupational busirese bore about half the
infrastructure expense increase.

CFO Rustom Jilla

We also closed our Thomasville plant in the UShwabout US$0.7 million of
associated one-off equipment write-downs and secera&osts in the first half.
Moreover, two of our plants in the UK and Mexica ravith higher levels of
spending than envisaged, and we took action taecbthis early in the second
half.
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The Professional business, which represents 33epierof Ansell’s revenue,
booked EBIT of US$6.5 million, down 58 percent, sates of US$150.6 million,
up 10 percent. Margin fell to 4.3 percent from3lpercent. Given the strong
growth in higher margin products such as brandesdpo-free surgeons’ gloves,
why did margins deteriorate so steeply?



CEO Doug Tough

Notably, we incurred US$1.3 million of one-off ptarwrite-downs and

restructuring costs during the half, so it wasHltadout latex. However, latex
accounts for the major cost of producing a naturbber latex examination glove.
Our exam glove sales grew by almost US$10 milliwith only a small margin

contribution. While we had some success with sglprice increases, it clearly
wasn’t enough to recover all our costs. Net, lai@sts have hit this division hard.

However, I'd like to remind you of the benefitsdifersification. Five years ago,
Occupational had poor margins and was the undempeei. At the time,
Professional was performing strongly. Occasionahgllenges will appear and
take time to overcome. Professional is in thisegaty at present, but we'’re
working on solutions and expect to turn things atbuThe success of our growth
initiatives can be seen in our strong surgical gleales, enough to necessitate the
capacity expansions currently underway.
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Ansell's Consumer business, which accounts for &8ent of total revenue,

booked sales of US$81.7 million, growth of 32 pataw 18 percent excluding the
contribution from Jissbon. EBIT was US$11.9 milljaup 27 percent, and margin
was 14.6 percent down from 15.2 percent. Can ypea the sales momentum to
continue to offset the negative impact of compatitin the US and higher latex
costs?

CEO Doug Tough

There’'s a lot to be pleased about in Consumersbdrs is going better than
expected, the bid/tender business has grown evemgthit has been volume
constrained and now we have control of Unimil ifadd. The US retail market
remains the greatest concern, but we’re implemgnpackaging and other
initiatives that should have a positive impact.gtéir household gloves sales are
also good news although latex has taken away muitte&BIT benefit.
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Ansell's working capital increased to US$196.6 ioill at the end of December
2006 from US$189.6 million at the end of June. Walaility do you have to
contain working capital increases given the curftenel of sales growth and the
growth initiatives now underway?

CFO Rustom Jilla

While total dollars tied up in working capital hamereased, this is to be expected
given a 16 percent increase in sales. More imptytave’ve been able to reduce
working capital days, from 81.6 at the end of Jtm&8.8 at the end of December.
Debtor days have improved and trade creditors lateaapositive. Inventory days
increased over the first half and we expect willvberked down by year end.
However, this is partly a “good news” story, asngpinto the higher price latex
“wintering” season we have more latex in our tarssl a larger stock of
examination gloves at “pre-wintering” prices.
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Ansell had net debt of US$86.8 million at the efidecember, up from US$58.4
million at the end of June, primarily reflectingetlower free cash flow in the first
half, and a share buy-back. Gearing stood at i&r@ent, up from 10.8 percent at
the end of June. You've announced a new 10 milibare buy-back. What is
your capacity for further capital management itikies or acquisitions?

CFO Rustom Jilla

We would prefer to have gearing (net debt/net debtjuity) around 30 percent;
still investment grade, but giving us a more effiti capital structure. While free
cash flow generation in the first half was lowearthusual, we feel confident about
the second half. Had the Unimil acquisition beenctuded in the first half, our

gearing would have been about 21 percent. Thuh, exipected second-half free
cash flow and remaining debt capacity, we canmstake bolt-on acquisitions, pay
dividends and buy back shares.

We’ve bought back 42.2 million shares, about 22 @etr of shares on issue, in the
last four years and clearly believe in returningoius funds to our owners. If our
current acquisition plans come to fruition we may buy back the full 10 million
shares. If they don't, we probably will. Eithelay we’ll remain focused on
enhancing total shareholder return.
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Ansell announced an unfranked interim dividend &0AO per share, up from
A$0.09 in the previous year. The payout ratio @percent, up from 28 percent.
Given the unfranked nature of your dividends arel fdlls in first-half earnings
and cash flow, why did you raise the dividend rathan increase the level of the
new share buy-back? Do you see scope to incréaseyear's final dividend
compared with last year's A$0.12?

CFO Rustom Jilla
Dividends are a Board matter and we're still fivenths from the year end, so
can’t comment on the likely final dividend.

However, you're correct in that we have no frankicepacity and buy-backs
remain our preferred means of returning surplus ¢asour owners. Since we
resumed paying dividends in the 2003 financial yé&ae dividend payout ratios
have been a modest 21 percent to 41 percent araitrent ratio is in that range.
We've re-affirmed our 2007 full-year EPS guidancel dave confidence in our
free cash flow generation capabilities. Moreouwbe additional A$1.5 million
dividend payment will have little impact on the shauy-back, but does continue
our track record of steadily increasing dividengdbjch we know are especially
appreciated by many of our smaller retail sharedrsld
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You recently acquired a majority stake in the Fobendom maker Unimil, which
increases your share of the global condom market your manufacturing
capacity in Eastern Europe. What are your stratptns for Unimil and what
comes next?



CEO Doug Tough

This is our second condom acquisition since wedgaimed M&A activity, but |

wouldn't like anyone to think we're focussed soley the Consumer division.
We have opportunities underway covering all thré@sibns; these two just
happened first.

With Unimil, we now own approximately 83 percenttbé Polish market leader
with a foothold in Germany and two plants that wpext will come in very useful
globally. Unimil’'s management team will continuwerun that business and assist
us greatly in the region, where we are growingrgilptoday. We also believe we
can bring added efficiency to Unimil's operationBeyond telling you that our
strategic plan is to significantly grow the busmdscan’t disclose what comes
next, beyond saying watch this space!

cor por atefile.com.au
Thank you Doug and Rustom.

For more information about Ansell, visiww.ansell.comor call David Graham
on (+61 3) 9270 7215

For previous Open Briefings by Ansell, or to reeefuture Open Briefings by e-
mail, visitwww.corporatefile.com.au
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