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Forward Looking Statements and Non-GAAP 
Financial Information 

This presentation or the comments we make on our call today contain forward-looking statements concerning, among other matters, 

performance of our worldwide end markets, 2017 net income and operating earnings per share, segment margins, capital allocation 

plans, cash flow, cash conversion, projected revenue growth, the closing of our Joint Venture with Cummins and the costs and 

benefits associated with planned restructuring actions. These statements should be used with caution and are subject to various risks 

and uncertainties, many of which are outside the companyôs control. The following factors could cause actual results to differ 

materially from those in the forward-looking statements: unanticipated changes in the markets for the companyôs business segments; 

unanticipated downturns in business relationships with customers or their purchases from us; competitive pressures on sales and 

pricing; unanticipated changes in the cost of material and other production costs, or unexpected costs that cannot be recouped in 

product pricing; the introduction of competing technologies; unexpected technical or marketing difficulties; unexpected claims, 

charges, litigation or dispute resolutions; strikes or other labor unrest; the performance of recent acquisitions; unanticipated difficulties 

integrating acquisitions; new laws and governmental regulations; interest rate changes; stock market and currency fluctuations; war, 

civil or political unrest or terrorism; and unanticipated deterioration of economic and financial conditions in the United States and 

around the world. We do not assume any obligation to update these forward-looking statements. 

 

This presentation includes certain non-GAAP measures as defined by SEC rules.  A reconciliation of those measures to the most 

directly comparable GAAP equivalent is provided in the investor relations section of our website at www.eaton.com. 

 

http://www.eaton.com/
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Eaton is a power management company with 
leading global businesses 

Providing safe and efficient electrical solutions from generation 

through distribution and control 

Solutions for the worldôs 

most demanding power 

needs 

Mission critical, safe, 

and reliable solutions 

Leader in fuel 

economy and 

emissions reduction 

Electrical Products 
2016 sales: $7.0B 

Electrical Systems & Services 
2016 sales: $5.7B 

Hydraulics 
2016 sales:  $2.2B 

Vehicle 
2016 sales: $3.2B  

Aerospace 
2016 sales: $1.8B  
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And we make what matters work* 
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By making power safe, reliable, and more efficient 

While doing so, we seek to make a positive impact on stakeholdersé 

Develop and engage our 

employees 

Delight our 

customers 

Support our 

communities 

é while delivering superior returns to our shareholders 
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Environmental 

concerns 

Intelligent &  

connected 

Energy 

efficiency 

Industry-

leading 

portfolio 

Megatrends 

The Electrical Sector is composed of two business segments  

Electrical Products Electrical Systems & Services 

ÅResi & Non-Resi products 

ÅIndustrial Controls 

ÅPower Quality (1-Phase) 

ÅLighting 

ÅBussmann series 

ÅB-Line series 

ÅWiring Devices 

ÅLife Safety 

ÅPower Distribution & Assemblies 

ÅPower Quality (3-Phase) 

ÅPower Systems 

ÅCrouse-Hinds series 

ÅSoftware & Services 

$7.0B 

2016 

sales 

$5.7B 

2016 

sales 

Population 

growth 

Demand for superior 

value solutions 
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60% 

40% 

With breadth across both geographies and key end markets 

18% 

11% 

32% 

14% 

15% 

9% 

$12.6B 
2016 sales 

Industrial 

facilities 

Machine 

builders 

Commercial                                    

& Institutional 

Data 

Center & IT 

Utility 

Residential 

United States 

Rest of World 

Geographic mix End market mix 
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Our Industrial Sector is comprised of three segments 

Aerospace Hydraulics Vehicle 

ÅHydraulic pumps, motors 

& valves 

ÅConveyance & fittings 

ÅValves & valve actuation 

ÅTransmission & clutches 

ÅTorque & power controls  

ÅHydraulic pumps, motors  

& valves 

ÅFuel pumps & valves 

ÅConveyance & ducting 

Industry-

leading 

portfolio 

Megatrends 

$1.8B 
2016 

sales 

$2.2B 
2016 

sales 

$3.2B 
2016 

sales 

Intelligent &  

connected 

Environmental 

concerns 

Energy 

efficiency 

Population 

growth 

Demand for superior 

value solutions 
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Serving diverse end markets with more than half of sales 
outside the US 

Commercial 
Aircraft 

16% 

Military Aircraft 
9% 

Mobile 
Equipment 

20% 

Stationary 
Equipment 

11% 

Commercial 
Vehicles 

22% 

Passenger Cars 
22% 

$7.2B 
2016 sales 

End market mix Geographic mix 

United States 

Rest of World 

47% 

53% 

United States 

Rest of World 
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Together, we utilize a proven formula for creating value 

Aspirational Goals 

Our customersô and 

channel partnersô 

preferred choice 

 

 

An engaged and diverse 

workforce doing 

meaningful work 

 

  

Supporting our 

communities and acting as 

a steward of the 

environment  

 

Delivering superior returns 

to our shareholders 

Leadership Expectations 

Leaders must be 

ethical, passionate, 

accountable, efficient, 

transparent, 

learnersémake good 

decisions 

EBS Processes 

Standard set of processes 

thru which we run the 

companyéteachable point 

of view and a continuous 

learning mindset 

Leverage Scale 

Leverage scale by 

centralizing common 

needsédriving efficiency 

across the organization 

Accelerate Growth 

Accelerating growth 

through focused efforts on 

technology, channel and 

service, superior 

valueéthe right to win. 

Margin Expansion 

Driving productivity 

improvements, optimizing 

manufacturing and support 

costsémanaging the outliers 

in our businesses 

Capital Deployment 

Investing in organic growth, 

providing strong cash 

returns, acquisitions that 

strengthen the 

portfolioémaintaining a 

disciplined approach 
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With a focused strategy to drive strong performance 

Strategic Growth Initiatives - Develop technology leadership (safe, 

reliable, efficient, connected, and intelligent), convert on our channel and 

service strength, deliver superior value 

Expand Margins - Accelerate our operational excellence, implement multi-

year productivity plans, focus on outliers (fix the tail, grow the head) 

Disciplined Capital Allocation - Invest to win, consistently return cash to 

shareholders (dividends, share buybacks), criteria-based product and 

business evaluation   
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And we are generating scale benefitsé 

Technology 

Sharing expertise 

and developing 

deep capabilities 

Support 

Functions 

Sharing best 

practices and 

leveraging a 

global network  

Serving 

Customers 

Deepen 

relationships by 

providing a 

broader solution  

Knowledge 

Sharing 

Transferring best 

practices across 

company 

Corporate 

Structure 

Highly efficient 

corporate 

structure 

Access to 

New Markets 

Leveraging our 

size and our 

diverse portfolio 

Supply Chain 

Centralizing and 

optimizing our 

supply chain 

Manufacturing 

Creating superior 

operating 

leverage 
Cash Flow 

Generating strong 

cash flow through 

the cycle 

Eaton Scale Benefits 
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éwhile running the business better 

Productivity plans Operational excellence Focus on outliers 

Target world-class 

manufacturing efficiency using 

proven frameworks 

Optimize our footprint, reduce 

support costs, and localize in 

best cost locations 

Improve the performance of the 

outliers in order to the fix the 

tail, grow the head 
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Our restructuring program is delivering results 

2015-2018E restructuring program summary ($M) 

Cost Incremental annual benefit 

2015 $(129) $78 

2016 $(211) $210 

2017E $(100) $155 

2018E -- $75 

Total $(440) $518 
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In 2017, we expect record free cash flow and cash 
conversion above 100% 

Free cash flow 

$0

$1

$2

2012 2013 2014¹ 2015 2016 2017E

Free cash flow as a % of net 

income 

0%

25%

50%

75%

100%

125%

2012 2013 2014¹ 2015 2016 2017E

Indicates mid-point of 2017E guidance range 

$B 

¹ Adjusted for legal settlements 
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Our dividend and share repurchases have consistently 
returned cash to shareholders  

Dividend yield 
as of May 11, 2017 
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3.1% dividend yield, top quartile 
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Repurchased 7% of our outstanding 

shares since year-end 2013, and $1.4B of 

$3.0B in our 2015-2018 plan 

Part of $3B 2015-2018 plan 

Note: Eatonôs dividend yield reflects an annual dividend of $2.40/share in 2017 
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Indicates guidance 
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In addition, we have a disciplined process to evaluate our 
portfolio of businesses  

We like our mix of businesses and are driving significant improvement 

Ability to lead in large global markets 

Above average growth potential 

High margin potential 

High returns 

Consistent profitability 

ü Addressable market >$2B 

ü Long-term growth > real GDP 

ü Segment operating margin in mid- to high-teens 

ü Return on tangible assets mid-twenties or above 

ü Minimum of low-teens segment margin at the trough 
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With the Eaton Cummins Automated Transmission 
JV as an example of one outcome 

Å Positions the automated transmission business to best address future industry 

demands for increased fuel economy, lower emissions, and improved drivetrain 

performance 

Å Leverages capabilities of two leaders in powertrain technology with increased access to 

global markets and scale benefits 

Å Eaton to receive $600M for 50% interest in the business; transaction expected to close 

in Q3 pending regulatory approvals and closing conditions 
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We remain on track to meet our 2016-2020 goals  

Å EPS growth on track, considering 

expected restructuring benefits 

Å Both segment and EBIT margin improved 

in 2016, excluding restructuring costs 

Å Free cash flow as % of sales in 2016  

was 10.4% 

Å Below our revenue growth target in 2016, 

expect markets to improve  

 

8-9% EPS 

growth 

14-15% EBIT 

margin >10% free cash 

flow as % of 

sales 

2-4% annual revenue growth, excluding FX 

17-18% segment 

margin 
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For 2017, we now expect organic revenue 
growth of 1% - 3% 

Segment 
2017 Organic 

Revenue Growth 
Key Market Drivers 

Electrical Products 2% - 4% 

Moderate growth in residential and lighting 

EMEA and APAC to be up low single digit, and LatAm to be up mid-single digit 

Industrial controls up low-single digit 

Single-phase power quality to be flat 

Electrical Systems 

and Services 
(2%) ï 0% 

Commercial assemblies up mid-single digit 

Oil and gas markets remain soft 

3-phase UPS down slightly 

Large industrial projects down double digit 

Hydraulics 6% - 8% 

Strong growth in China  

Mobile equipment markets showing strength 

Commodity markets easing off recent highs, capex recovery on hold 

Aerospace 1% - 3% 

Modest growth in commercial transport  

Aftermarket expected to be up slightly 

Near term weakness in military 

Vehicle 0% - 2% 

Global light vehicle markets up slightly, driven by emerging markets  

Growth in Brazil truck and agricultural equipment 

NAFTA class 8 truck flat compared to 2016 

Eaton  1% - 3% 
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And anticipate continued growth across many 
of our end markets in 2018 

Segment Drivers of Continued Growth 

Electrical Products 

EMEA and APAC growth continues, with improving conditions in US and Lat AM 

Continued growth in U.S. residential and nonresidential construction 

Global lighting markets continue modest growth trajectory 

Industrial controls markets continue to grow globally 

Electrical Systems 

and Services 

Commercial construction markets remain strong 

Improvements in global capital spending expected to drive large industrial projects  

Oil & gas markets expected to improve though remaining below prior peak levels 

Hydraulics 
Construction equipment growth expected to continue 

Agriculture, mining, and oil & gas expected to turn positive 

Aerospace 

Single-aisle aircraft growth expected to continue 

Commercial aftermarket expected to grow as utilization remains high and seat miles increase  

Domestic and international defense spending expected to increase 

Vehicle 

Passenger car and light truck volumes expected to remain robust  

Expect continued growth in emerging markets 

Expect momentum in NAFTA Class 8 truck growth coming off a low base 
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Our long-term capital allocation strategy is focused 
on growth and returning capital to shareholders 

Reinvest in the business to drive organic growth: capital expenditures 

between 2.5% - 2.75% of sales and R&D of ~3.0% of sales 

 

Return cash to shareholders with a growing dividend: Over the last 10 

years, dividend CAGR of 11% 

 

Repurchase $750M of shares in 2017 and complete the remainder of our $3B 

repurchase program in 2018.  

 

For balance of available capital, look for acquisitions which advance our 

strategy and return at least 300 bps over our cost of capital 

1 

2 

3 

4 

We anticipate having ~$1B of cash acquisition capacity   

inclusive of proceeds from Cummins JV 
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We expect to grow EPS by 8-9% through 2020 

EPS growth drivers (CAGR) 

Drivers 
2016 ï 2020 Contribution 

to EPS Growth 
Comments 

Organic growth 1% - 2% 
Markets were sluggish in 2016 but are 

expected to improve starting in 2017 

Restructuring and OpEx 3% - 4% 
Restructuring program proceeding as 

planned 

Share repurchases 3% 
On track for $3B of repurchases from 

2015-2018 

Acquisitions 1% Expect activity to pick up 

Total 8% - 9% On track 
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Key takeaways for todayé 

Å We anticipate that market growth will accelerate in 2018 and remain solid 

through 2020 

Å Our strategy is working, weôre delivering solid margins, generating significant 

cash flow, and effectively redeploying capital  

Å And our scale matters, itôs making our businesses stronger 

Å Weôre also creating a more efficient company by reducing structural costs and 

improving our execution 

Å Most importantly, weôre reinvigorating organic growth - becoming more focused  

Å Weôre on track to deliver our 5-year financial goals 
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2017 financial guidance summary 

2017 full year outlook 

$4.45 - $4.75 operating EPS / net income per share 

Organic Revenue Growth 1% - 3%  

Forex $(150)M 

Segment Operating Margins 15.5% - 16.1% 

Corporate Expenses (interest, 

pension, other corporate) 

Flat with 2016, excluding $70M 

insurance income in Q4 

Tax Rate 9.5% - 10.5% 

Operating Cash Flow $2.6B - $2.8B 

Free Cash Flow $2.1B - $2.3B 

Capex $525M 

Share Repurchases ~$750M 

Electrical 

Products 

18.3% - 

18.9% 

Electrical 

Systems and 

Services 

13.2% - 

13.8% 

Hydraulics 
11.3% - 

11.9% 

Aerospace 
19.1% - 

19.7% 

Vehicle 
14.8% - 

15.4% 


