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Summary
This video segment looks at an innovative steel business operating in the conservative industry of construction, Monkey Steel. CEO Julian Mitton discusses the business to business challenges of the construction industry.

Transcript

Rebecca Nash, Reporter: Taking an invention or innovation from drawing board to market is notoriously difficult especially when it involves a conservative industry like construction. Throw in a global financial crisis and a possible worldwide recession, and the difficulty factor suddenly grows.

Julian Mitton, Ceo Monkey Steel: The first thing that we've noticed is there is clearly a softening in the residential high rise sector that we would expect. In terms of the credit markets more broadly and raising capital clearly that's difficult. Certainly it's been a very difficult time to price a new product with such massive swings in price positions of steel.

Rebecca Nash: There has been a seismic shift in the commercial environment since Julian Mitton and his business partner launched their 
new construction product earlier this year. 

Julian Mitton: It's what we call an integral bar coupler which means we've formed the coupling joint out of the steel itself. What it does is it enables us to get some unique advantages in terms of performance and that's because of the production methods we use. And so the feedback from the engineering community has been exceptional from the outset. That's given us a very easy ontray to conversations with contractors.

Rebecca Nash: The partners decided to set up production in the sunshine state.

Julian Mitton: The market was far more attractive in Queensland. There's a quite a lot of high-rise, commercial residential activity and there's also a degree of infrastructure spending like things like the Gateway Bridge, it's a very ground breaking project on many fronts but particularly because it's a 300 year lifespan bridge. And the quality of the engineering design, the construction processes, is something that has probably never been seen in Australia and maybe not even the world. The fact the product's win of the most critical sections of the bridge kept me up at night a couple of times but we've got a full order book going into the next 18 months which is exciting. 
Revenues are still modest but we've returned a valuation to the original investors of eight times their initial investment.

Rebecca Nash: Julian Mitton believes his company is well positioned to ride out the credit squeeze and the turmoil on metals markets.

Julian Mitton: We've really raised the money on what we've sort of termed a milestone basis where we rather than saying well we needed $5 million at the outset, we started with a million dollars raising. We think there's still money for quality investments where there's real economic slowdown then you expect to see governments invest in infrastructure so we don't really think there's going to be a problem for us because we'll see our projects being switched from more high-rise based projects or medium density projects into more of the civil infrastructure stuff which is where in fact we get a better result because we're selling a higher margin products, the larger gauged bars. 

Bottom line for us though is we're not trying to take over the market. We're looking at a product that can succeed very well in capturing only five, 10 per cent of the market and that's where we're playing at the moment. So we don't really see us as being so subject to the issues that is are facing the more incumbent players, for example, that are looking to down size, we can still grow in these markets conditions. 

Rebecca Nash: But expansion plans for the European and US markets have had to be redrawn as economies wilt. 


