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Joyce Corporation (“Joyce” or the “Company”) is an investment company that provides capital and 
management support to small businesses which have the potential to expand nationally. The Company owns 
100% of the share capital of Bedshed Franchising Pty Ltd (“Bedshed Franchising”) and Sierra Bedding Pty Ltd 
(“Sierra Bedding”), a 51% stake in KWB Group Pty Ltd (“KWB”), and commercial real estate in Queensland and 
Western Australia. 

The crown jewel of the Company is KWB which operates 23 retail kitchen and wardrobe showrooms under the 
Kitchen Connection (QLD & NSW) and Wallspan Kitchen & Wardrobes (SA) brands. Despite closing the network 
down for most of April 2020, KWB grew revenue 4% year-on-year in FY 2020 to $67.5 million and EBITDA rose 
by 7% to $10 million. 

Bedshed Franchising is the franchisor of the national retail bedding chain with a network of 36 stores. Four of 
these stores are owned and operated by Sierra Bedding. (For the purpose of this writeup, I will collectively 
refer to both these entities as Bedshed.) Excluding the impact of an impairment to goodwill, Bedshed recorded 
EBITDA of $2.3 million on revenue of $20.1 million in FY 2020, up 2% and 4% YoY, respectively. 

The following are the main arguments for investing in the Company now: 

1) Low valuation 

The Company’s enterprise value is 4 x FY 2020 EBITDA. Despite already appearing optically cheap, this metric 
fails to take into consideration the following: 

i) The Company owns more than $15 million of non-core assets in the form of commercial real estate held in 
Queensland and Western Australia. These properties could be sold, and the proceeds returned to 
shareholders. The Company’s CEO, Keith Smith, highlighted this point to shareholders at the AGM in 
November last year by saying, “While we do not believe property is a core business of the Group we will only 
dispose of these properties when it makes commercial sense for the Group. However, we recognize that they 
represent significant value in the Group…” 

ii) The Company has been a major benefactor of the buoyant retail environment of late and, due to the 
operating leverage inherent in most retail businesses, this will lead to significant earnings growth over the 
next year which will greatly outpace sales growth. 

Chairman, Mike Gurry, alluded to the Company’s strong trading results at the AGM by saying, “…the first 
quarter sales performance, for this current financial year, is our strongest ever result for both entities.” He also 
pointed out that Joyce held $19.8 million in cash at the end of November. This suggests that free cash flow for 

 
 
 

1 estimate based on 30 November AGM Chairman’s address, assumes $20m cash less $6m debt 
2 includes non-controlling interests of $3.7m 
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the first five months of FY 2021 exceeded $8 million3, compared to $1.3 million generated in the first six 
months of FY 2020. 

Anecdotally, when I recently visited some of the Company’s Wallspan showrooms, I was informed that lead 
times were 10+ weeks, as opposed to the standard 3-6 weeks, and that the showrooms were all experiencing 
record months of sales. 

As shown in the table below, recent trading updates by other homeware retailers has been impressive. I expect 
Joyce to report similarly strong results next month, following the release of its H1 FY 2021 results. 

 

Retail performance 1H21 (% change, PCP) 
 Sales 

growth 
Earnings 
growth 

Adairs +34% +176% 
Dusk Group +54% +173% 
Harvey Norman +28%4 +160%5 
Beacon Lighting +22% +116% 
Nick Scali +52% +100% 

Source: The Australian Financial Review, 23-26 January 2021 
 

2) Growth opportunities 

KWB is a high quality business with excellent returns on capital and a long runway of organic growth 
opportunities. 

KWB has attractive unit economics. On average, it cost less than $300,000 to fit out a new showroom which, 
when up and running, generates sales of more than $3 million annually and produces EBITDA margins above 
15%. Historically, new stores have a payback period of less than one year. 

Such high returns will only create meaningful value for shareholders if there are ample opportunities to rollout 
new showrooms in the future. As to the potential for growth KWB has 13 showrooms in Queensland which 
houses 20% of the Australian population. This density coast to coast implies room for around 65 showrooms 
nationally (currently 23). Management holds a similar view and believe the network has the potential to be 
four times larger than its current size. On this point, last year Keith Smith remarked that, “[KWB’s] growth will 
continue over the long term as the current network only services approximately 25% of the Australian 
population. In time, we expect to be operating an organization significantly larger than it is today.” 

3) Incentivised and rational management 

In 1984, Joyce was acquired from George Western Foods by a consortium of buyers, led by the Company’s 
former chairman and largest shareholder, Dan Smetana. Since Joyce listed on the ASX in 1986, Dan has been 
at the helm for most of the Company’s public life and continues to have a significant influence, owning more 
than 40% of the Company and sitting on the board as a non-executive director. 

The Company was a different business when it first listed compared to what it is today. Originally a foam and 
furniture manufacturer, it was not until 2006 when Joyce began focusing on Bedshed following the $3.3 million 
acquisition of the remaining 51% interest in the franchisor that it did not already own. In 2014, Joyce acquired 
a controlling interest in KWB Group for $900,000. Today, I consider both these businesses to be worth many 

 
 

3 $19.8m (cash held at 30 November 2020) - 10.6m (cash held at 30 June 2020) + $2.8m (dividends paid) - $3.3m (Lloyd’s sale 
proceeds) = ~$8.7m free cash flow 
4 based on aggregated sales revenue for the period 1 July 2020 – 21 November 2020 compared to pcp 
5 based on profit before tax for the period 1 July 2020 – 31 October 2020 compared to pcp 
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multiples of their original investment. I would be remiss if I did not also mention management’s many 
profitable real estate transactions over the past two decades. 

I mention this because a vital pillar of the Company’s strategy has been to grow via acquisition. I am skeptical 
of acquisitive companies as acquisitions tend to be value destructive, rather than value accretive. However, 
under the stewardship of Mr. Smetana, management have proven to be both disciplined with valuation and 
patient with their approach. Mike Gurry displayed this recently at the AGM when he said, “…in the short term 
we are not anticipating acquiring any additional businesses. Our immediate goal is to seek organic growth 
from KWB and Bedshed…” I agree with this approach. Management’s current focus should be on reinvesting 
capital into expanding the store network of the Company’s existing business units and returning excess cash 
to shareholders, rather than redeploying it into new ventures. This should continue to be management’s focus 
so long as returns on invested capital remain attractive and the opportunity to rollout new stores exist. 

Finally, since the blackout period ended on August 28, post the release of the Company’s 2020 annual results, 
until the current blackout period, directors have been aggressively buying shares. Strong insider buying not 
only is a good indication of management’s positive outlook on the Company but also improves the incentive 
structure, further aligning their interests with shareholders. 

4) Conservative capital structure 

The Company has a fortress balance sheet. At 30 June 2020, Joyce had gross debt of $5.8 million secured by 
first mortgages over the Company’s freehold land and buildings. It is likely this balance is similar at calendar 
year-end which compares favorably to cash held of ~$20 million, representing a net cash balance of more than 
$14 million. 

The Company also has access to an additional $4.4 million from unused loan facilities. Therefore, total liquidity 
is almost $25 million, more than sufficient to weather any unforeseeable storms which may prevail in the 
future and to meet current debt obligations. 

Sum of the Parts Valuation 

On a sum-of-the-parts basis, I estimate that Joyce is worth between $100 million to $140 million, considerably 
more than its current market cap of $50 million. The table below summarises the likely value of each business 
unit. 

 

 Method Multiple Range Value 
KWB Group6 FY21 EBITDA 8.0 12.0 73 110 
Bedshed FY21 EBITDA 5.0 7.0 16 23 
Real estate BV   15 15 
Corporate overheads FY21 EBITDA 5.0 7.0 (13) (19) 
Enterprise Value   91 129 
Cash   20 20 
Debt   (6) (6) 
Non-controlling interest   (4) (4) 
Equity Value   101 139 
Shares on issue   28 28 
Equity Value Per share   3.60 4.95 

 
 
 
 
 

6 based on Joyce’s 51% interest in KWB Group 
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Catalysts 

1. Release of December 2020 Half Year results next month 

2. Announcement of increased dividend/special dividend upon release of HY results to reduce excess cash 

3. Sale of properties in WA & QLD and subsequent return of capital/special dividend to shareholders 

4. Spin-off of KWB Group as a separately listed ASX entity 

4. Increased investor awareness 


