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Chairman’s Address

Ladies and gentlemen,

The 2016 Financial Year was a period of solid progress for the Group as it implemented its
strategy to become a leading omni-channel retailer in the sectors it specialises in.

The Board is encouraged by the performance of the business, achieved in the past financial
year. Revenue for 2016 reached $826.2 million, representing 4.4% growth. The Group
reported an Underlying EBITDA of $25.0 million, which included a loss of $9.9 million
attributable to Rivers. This represents a 23.1% uplift in EBITDA on FY2015.
Major highlights of the past year have been the progress in online sales, our omni-channel
strategy and the continued turnaround of Rivers.
In the past year, online sales grew by 42% to $72.8 million, representing 8.8% of total revenue.
Our online sales as a percentage of total revenues are now well ahead of industry peers. The
Group continued to support the changing shift towards online sales by investing $3.7 million
in critical IT systems mostly to support our growing digital strategy.

We are increasingly seeing the physical and digital worlds come together in a seamless
shopping experience. We have invested in ‘click & collect’ which allows our customers access
to products where and when they want it. Gary will tell you more about this strategy in a few
moments.

Critical to a successful omni-channel strategy is a physical store presence. The Group
continues to maintain a strong store presence, with $13.9 million invested in new stores and
refurbishments to meet customer needs.
The Group ended the year with 1,078 stores plus an additional 14 Myer concession locations.
We opened 28 stores, closed or consolidated 36 stores, and, as mentioned, invested heavily
in our online presence. A further 10 Myer concession locations have opened in July 2016.
Most of our brands traded well during the 2016 financial year, helping the Group achieve its
fifth consecutive six-month period of positive comparable store sales growth in the second half
of FY2016.

Importantly, our Rivers brand has turned the corner, with losses in Rivers more than halved.
Significant effort has been made to integrate Rivers into our operations, to refresh its offer,
and to drive efficiencies and marketing effectiveness, leveraging cheaper digital channels.
These strategies are working, and we are confident Rivers will become a profitable and
growing brand for the Group.

1

We have also continued the journey of product development, increasing our ability to stand
apart from our competitors, providing our customers with an increase in unique and
differentiated products.

Another highlight of FY2016 was our focus on improving logistics. This has resulted in the
consolidation of the Group’s logistics capabilities into a single location. Centralising our logistic
capabilities allows greater flexibility in how we replenish our stores, while keeping unit costs
low.

In summary, considerable progress has been made in FY2016 to strengthen our business in
a fast-changing and challenging retail environment. Solid progress had been made. Sales are
up, EBITDA significantly improved and the Rivers turnaround is well advanced.
Looking forward, we are optimistic for continued progress against our key growth priorities
– the Rivers turnaround; rejuvenation of our brands; and careful expansion of City Chic,
thereby helping the Group build a stronger position in the Australian retail market.

The Board remains committed to investing in our growth strategies so as to deliver improved
returns in future years. A key continued focus for this investment is to support our omnichannel strategy, which is showing encouraging growth. On this basis, the Board has therefore
committed to reinvest cash and has not declared a dividend.
I would like now to give you an update on progress on our Board renewal program.

We are committed to refreshing and renewing the Board membership. We are currently
working to add two new directors to the Board as part of that process, and to thereby bring the
number of Board directors back up to seven. We currently have a search underway for these
two new directors, assisted by search firm, Egon Zhender.

The search being undertaken is also taking into consideration one of these new directors
serving as Chairman of the Company to replace Michael Hardwick and I in our roles as CoChairmen. Your Board feels it is important the new Chairman brings fresh perspectives to the
Board. The search is progressing, and we will keep shareholders updated.

On behalf of the Board, I would like to thank our Chief Executive Officer, Gary Perlstein, and
the more than 6,000 team members, whose tireless efforts underpin the success of the Group.
We also extend our appreciation to the shareholders for their on-going support.
That concludes my address.

It gives me great pleasure to hand over to Gary for the CEO’s address.
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CEO’S ADDRESS
Thank you Anne.

Good morning and welcome.

In 2016, Specialty Fashion Group continued to execute its strategy to be the leading omnichannel retailer in our markets. Specifically, to lead in meeting the needs of women who are
often overlooked by fashion – the older and plus-sized segments.
Understanding our customers, and delivering a seamless and consistent online and offline
customer experience across all channels, is central to our strategy. Our aim is to enable our
customers to shop and engage with our brands – any time, any place, any way.

Our specific growth focus has been to enhance customer engagement, transform our supply
chain and costs, reduce Rivers' trading losses, rejuvenate existing brands and carefully
expand operations internationally.
As Anne mentioned, these strategies delivered a fifth consecutive six-monthly period of
positive comparable store sales growth in the second half of FY2016, and consolidated the
Group’s position as the largest specialty retailer of women’s fashion in Australia.
The Group’s focus on digital and online growth saw a 42% increase in online sales,
representing $72.8 million of the Group’s turnover, or 8.8% of total revenue. Our online sales
as a percentage of total sales are well ahead of our retail peers, and an outstanding result for
the retail demographic we operate in.

We have developed new brand identities for key brands and invested in products to deliver
ranges with improved quality and aesthetics, while remaining competitively affordable. We are
also improving the shopping experience through our newly designed concept stores.

Customer response to our refurbished stores, and to the launch of new ranges across all
brands and categories, has been strong. We’ve also seen a continued uplift in online sales,
supported by a strong trend of repeat purchases by loyal rewards customers.
Our confidence in the Rivers turnaround continues. Rivers has halved its loss on the previous
year and is expected to start trading profitably during the FY2017 year.

The Rivers leadership team is delivering strong improvement across the business. Improved
product is resonating with consumers across all categories. Also, cost-effective online
marketing is making a real difference in building customer loyalty, with a big uplift in online
sales and repeat purchases. The Rivers turnaround is on track, and the worst is well behind
us.
The focus is to continue rebuilding Rivers’ brand equity and iconic status in FY2017 and to
ensure it is contributing to the Group’s profitability in future years.
The growth of City Chic continues to accelerate domestically and internationally both online,
and through our measured store expansion program.

Locally, City Chic commenced the roll out of 24 new concession locations into Myer during the
second half of this year, with 14 concession locations fully operational at 30 June 2016. The
remaining 10 locations were launched in July 2016.
Internationally, in addition to its existing presence in 60 Nordstrom stores across the USA, the
brand launched its product into 100 Macy’s stores. Successful product trials in the UK based
retailer, Evans, has been supported by ongoing repeat orders.

We continue to develop our dedicated customer insights team and invest in customer
relationship management capabilities. This has seen our customer membership database
continue to grow during 2016.
We can now communicate directly with more than 5 million customers by email, representing
a distinct competitive advantage.
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The successful rollout of the ‘click & collect’ initiative throughout all Australian stores continued
to accelerate online sales, and is a reminder that a critical pillar of online sales success is an
integrated physical store and online experience and presence. The Group is now a leading
‘bricks and clicks’ retailer, deeply experienced in leveraging a mix of channels to tailor
outstanding customer experiences for each brand and their customers.

As a value retailer, we have developed cost effective product sourcing initiatives. We source
the vast majority of our product from South East Asia. In the financial year we achieved an
average exchange rate of 78 cents, compared to 88 cents the year before. While this
represents a year-on-year decline, we have strategies in place to mitigate the impact, including
hedging for the next 12 months.
Further cost management strategies include using the Group’s scale to negotiate with
vendors, and the bulk ordering of fabrics to minimise costs. We have also been trialling a
number of new vendors in different regions, which not only mitigates cost pressures, but also
adds distinctive fabrication and appeal of product sourced through an alternative channel.
Outlook

Looking ahead, the broader retail trading environment remains challenging. As you will know,
the next two months are the most significant and critical in the Group’s trading cycle. It’s
therefore inappropriate at this stage to provide sales or profit guidance for the first half.
While we remain cautious, and with the all important Christmas trading period to come, we do
believe the strategies we have in place will ensure we are sharply competitive.

Particularly, we are confident the turnaround of Rivers is well advanced and this brand will
start trading profitably during FY2017. We are also confident about the opportunities our digital
investments can still achieve.

I do want to take this opportunity to thank our Chief Financial Officer, Gary Spreckley, for his
commitment and contribution over the past two years. Gary, as you may know, has resigned
from Specialty Fashion Group and will leave us at the end of this month. Gary has been
discussing with us for some time now his plans and desire to focus his energies on other
interests. Gary – thank you for your support. We all wish you the very best for the future.
I would like also to thank our Board for its support and importantly, to congratulate the whole
Specialty Fashion Group team for their efforts during 2016. It has been a privilege to work with
such a highly dedicated, high energy and passionate team throughout the year. Thank you for
all you have done, and I look forward to working with you in the year ahead.
That concludes my address.
Thank you.
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