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Think of it as addition by
subtraction.

That’s the way officials at
UsanaUSNA look at improved
sales of the company’s
Sense brand of products.

In September, Usana — a
manufacturer and direct
sellerof health, skinandper-
sonal care products — re-
launched the Sense line
using its own preserving
technology. The new tech-
nology replaces the group
of preserving chemicals,
called parabens, that used
to be among the ingredi-
ents.

Parabens are commonly
used to extend the life of al-
most all cosmetics, but
they’ve been linked to tu-
mors and other health prob-
lems.

Usana’s parabens-free
lineup really has struck a
cord with consumers.
Though thefirm’s nutrition-
al products still comprise
the bulk of sales, the Sense
line generated 16% of sales
last quarter, up from about
13% the prior quarter.

Analyst Scott Van Winkle
of Adams Harkness figures
Sense’s sales will continue
to grow at a rapid clip.

“It’s not unrealistic to see
that (Sense) business dou-
ble over the next 12 to 24
months,” said Van Winkle,
whose employer has a non-
investment banking rela-

tionship with Usana. “His-
torically, Usana was a direct
seller of vitamins with a
small average personal care
line, but this new line is no
longer average.”

The new formulation is
pending a patent that’s ex-
pected to be granted soon.
It uses a combination of bo-
tanicals, antioxidants and
other ingredients to keep
products fresh. The items
boast the same two-year
shelf life as products with
parabens.

Usana Chief Financial Of-
ficer Gil Fuller says he’s not
aware of any other major
manufacturer that can
make skin care products
without traditional chemi-
cal preservatives.

“We don’t know what
kind of legs (the new line)
willhave,but we’regenuine-
ly enthused about it,” Fuller
said.

Increased sales from the
reformulated line buoyed
Usana’s fourth-quarter re-
sults.

Totalrevenue for the quar-
ter rose 26% from the prior
year to $75.1 million. Earn-
ings moved up 44% to 46
cents a share. Van Winkle
figures sales of the Sense
line climbed about 25% to
$12 million.

Full-year earnings grew
48% to $1.51 cents a share.
Sales rose 36% to $273 mil-
lion.

First Callanalysts see prof-
it this year reaching $1.89 a
share.
(Continued)
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Usana’s move to reformulate its line of Sense skin care products paid off as
sales of the line moved higher.
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The fact that Usana is out
in the market early with the
parabens-free line gives it a
big edge, watchers say.

The company competes in
a crowded market where
product differentiation is
key. It’s important for di-
rect sellers to have a story
behind the products they
peddle door to door.

“We believe that Sense un-
derperformedin the pastbe-
cause it lacked differentia-
tion, and thus provided no
story for distributors to
tell,” Van Winkle wrote in a
report.

Now sales reps can pitch
the fact that it’s the first-of-
its kind product line, dis-
cuss the benefits over tradi-
tional products and offer
testimonials.

The new line also offers an
opportunity for incremen-
tal sales. One way to do that
is to cross-sell the new skin
care products to customers
who already buy Usana’s vi-
tamins.

Another potential growth
driver is Usana’s move to
enter new markets. Last
March it opened up distri-
bution in Mexico for the
first time.

Mexico is the world’s
fourth-biggest market for
direct sellers and a key rea-
son Usana entered the mar-
ket, Fuller says.

“We also did a lot of work
surveying our (associates),
and they had a keen interest
in (Mexico),” Fuller said.

Lookfor Usanato enteran-
other new market by the
end of this year’s third quar-
ter. Fuller wouldn’t say
where,butanalyst VanWin-
kle says it could be in Asia,
though not China.

The company does plan to
enter China at some point.
The holdup is that it’s wait-

ing on new Chinese govern-
ment regulations relating to
the direct sales industry.
Meantime, the company is
doing a lot of groundwork
in preparation of entering
the market.

Fuller says one reason
China holds a lot of poten-
tial is that other direct sell-
ers, such as Alticor’s
Amway, do very well there.

As for new products:
Usana tends to move pretty
slowlyin thatarea.Thecom-
pany’s strategy is to add a
new product or reformu-
late an existing one about
once a year.
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