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EXECUTIVE SUMMARY

This report analyzes Newell Rubbermaid’s financial position and gives some recommendations for improving its current situation.

Where Is Our Money Going?

The Rubbermaid division is a growing money pit for Newell.  Of the $711 million operating cash flow produced by Newell Rubbermaid, $339 million is used up by capital projects.14  Rubbermaid consumes the greatest share among the four segments of the company.  It also contributed just 35% of sales and even less of the companies operating profit.  Rubbermaid sales did grow by 1.4% but its operating income actually fell by 5% this information would suggest that some of Rubbermaid’s practices are not as profitable as they could be.14  Since selling this division may not be an option because of its name recognition and its strong operating cash flows group analysis, suggest concentrating on core items that are the least expensive to produce and move the fastest.

Another division that requires some scrutiny would be the Calphalon Home division that posed a decrease in sales of $31 million (10.4%) from prior.  Calphalon Home also had a decrease in its operating income of $19.1 million (61.0%) from prior.  Mainly these dramatic changes are due to sales decreases in the U.S. picture frame facility and an unfavorable product mix.  

Reducing Cost Is Essential

In today’s competitive market, it is imperative that Newell Rubbermaid remain at the forefront of its industry.  Management should recognize that isolating these unnecessary costs is pivotal to the economic well being of Newell Rubbermaid.  In light of the upcoming economic upswing Newell Rubbermaid should be able to capitalize on the new ideas implemented.  The company is currently experiencing some loses which are primarily the result of unyielding sections of the company.  It is an unfortunate decision to be forced to resort to outsourcing employment out of the United States.  In order for Newell to remain competitive in its industry, they must follow the lead of other US based companies and relocate its manufacturing facilities.
If Newell Rubbermaid relocates some of its facilities to cheaper labor markets it will be able to reduce its tax liability and will increase the firm value.  Newell Rubbermaid currently pays $66.7 million in taxes and would save 4% overall in taxes.1  According to U.S. Bureau of Labor Statistics the average wage rate for rubber and plastic products manufacturing industry is $18.41/hour in U.S compared to $2.21/hour in Mexico this would significantly reduce Newell Rubbermaid’s cost and increase its profit margin (appendix 2).2  These elements along with others described in the second recommendation signify that the move will be profitable.      
PROPOSAL

Newell Rubbermaid Inc. is a worldwide manufacturer and dealer of “brand-name” consumer products.5  The company consists of primarily four divisions which include Rubbermaid, Sharpie, Irwin and Calphalon Home. The fundamental strategy of Newell Rubbermaid is to sell an array of products comprised of everyday consumer goods with an emphasis on new product development in order to maximize shareholder’s wealth.

Newell Rubbermaid faces several problems within its business.  Of these problems the most prevalent seems to be its continuing decline in its net profit margin.  Overall the company lost $47 million in net income in 2003 and their profit margin for the year was (-0.6%)(Appendix 5).8 The net income for the similar industries was $488 million and the industry average for profit margin was 4.3%.  “The company said it intended to exit approximately $200-$300 million in sales of low-margin products lines. While this was initially expected to occur in 2004, low-margin product exits have occurred faster than expected”.6 Newell believes that this is the best strategy for the long term benefit of the company and this is what should be continued throughout completion of bringing Newell Rubbermaid back up to par.
Another dilemma is the tornado that caused severe damages to the company’s largest Rubbermaid manufacturing plant in Wooster, Ohio.  The company incurred major infrastructure damage and business disruption that resulted in additional cost of $20 million.4 This expense as well as the loss on sales of non-core business resulted in the fourth quarter of 2003 which partly explained their significant loss in net income.4
Newell Rubbermaid also faced a declining operating income because of pricing pressures and increased prices for certain raw materials such as plastics.  Ingredients that make up plastic production include resin (polymer) and oil.  Newell Rubbermaid’s cost for resin increased to $75 million in 2003.1  Keeping these facts in mind Newell Rubbermaid needs to concentrate its research and development on finding alternatives or substitutions for these expensive product components.  As we are all aware, the price of oil per barrel has grown dramatically over the past few years and is expected to reach new limits of $40 per barrel this summer.15  Both these elements are needed in the manufacturing of rubber so Newell Rubbermaid should offset these incurred costs by deferring them with other product substitutions.

The second category that needs to be addressed is the elimination of Calphalon Home division.  This division has proved to be the most ineffective in terms cost benefit it posted a decrease in sales of $31 million (10.4%) from prior and a decline in its operating income by $19.1 (61.0%) from prior.1  This division is focused to heavily in items that are to slow to move and cost the company time and money in inventory mismanagement.  Also the costs of those products are relatively high compared to similar industry averages “It’s also one of the most expensive lines out there, with a fourteen inch everyday pan selling for $150 through the Williams-Sonoma catalog and an eight-piece cookware set “on special” for $449.95”.11  Whereas with Rubbermaid elimination was not an option this is not the case with Calphalon, Calphalon does not have the same name recognition nor established product lines that Newell has. By doing away with this particular division Newell should be able to invest in research and development and should come up with different product mixes that are more lucrative.
Now that “where is the money going” has been identified turning Newell Rubbermaid around should center on reducing the cost associated with these problems.  One avenue of change would be to outsource some of the most expensive labor costs and raw materials costs.  The suggestion of relocating facilities to foreign soil is not new to Newell Rubbermaid, however the divisions that have been relocated are not the ideal ones.  What Newell should have done to create economic growth and prosperity would have been to outsource the most expensive labor and product costs to countries with lower and more abundant labor and materials. “For American companies to be competitive on a global basis, they need to be able to have the freedom to establish a beachhead overseas that allows them to expand their sales abroad,”Grant Aldonas, the Commerce Department’s under secretary for international trade, said”.3  Since all these components contribute to the decline in Newell Rubbermaid value our analysis leads to some positive suggestions for improving Newell Rubbermaid’s position.
Recommendation 1:
Continue the process of divesting of non core businesses, Calphalon, and the restructuring of Rubbermaid.
In 2003, Newell Rubbermaid continued its divesture program, as of April 14, 2004 Newell announced the sale of its Burnes(R) Picture Frame, Anchor(R) Glass and Mirro(R) Cookware businesses to Global Home Products, LLC, an affiliate of Cerberus Capital Management L.P., the ongoing divesture should aid in the restructuring of Rubbermaid and the complete closing of Calphalon.5  In April the divesture process the company retained around $70 million of accounts receivable of the businesses and will get $240 million in cash, for aggregate gross earnings of around $310 million.5  It is suggested that Newell Rubbermaid use these proceeds to fund the second recommendation of relocating some manufacturing facilities.  The lost of sales from these industries should, according to analyst, be offset by the retained receivables of $70 million minus the money used for relocating.5
The restructuring of Rubbermaid should encompass productivity incentives and a different product mix.  The Rubbermaid division (Cleaning and Organization) had net sales of $2,013.7 million and gross margin of 4.6% in 2003 which decreased from 8.8% in 2002.1  In the restructuring of Rubbermaid it is our contention Newell Rubbermaid will shift the less profitable practices toward divisions that will be discontinued.  Newell Rubbermaid reported on Monday March 15, 2004 Newell that they now will report the following five segments which are Cleaning and Organization, Office Product, Home Fashions, Tools & Hardware, and Other, to align public reporting with recent changes in management. 5 This will enable Newell Rubbermaid to identify problem areas and justify any cuts.
After the problem areas are identified and shifted to divisions that will be discontinued a more profitable Rubbermaid (Cleaning and Organization) will arise.  Currently Newell Rubbermaid pays its executives salaries totaling over $7.79 million and $6.7 million in bonuses.1  In recommendation one the suggestion is that Newell Rubbermaid increase the bonus program to a program reflective of productivity and profitability and dramatically reduce the salaries end of the spectrum.  By doing this Newell Rubbermaid will give added incentive to its executives to produce better bottom lines.  To ensure that numbers are not being manipulated Newell Rubbermaid should install safeguards such as internal auditing and separation of duties.  When Newell Rubbermaid completes this phase in operations, it will rate among the most stable and profitable companies in the industry.
Since the divestiture program the Home Fashion includes, Levolor/Kirsch, Home Décor Europe, and Swish UK.  Even with the combination of these companies Newell still should keep its focus and eliminate this whole division.  The European division suffers from the same high costs of manufacturing and benefits as the does the U.S.  Operating income in this Europe branch for 2003, 2002, and 2001 was ($55), ($8.4) and $47.4 million respectively this decline indicates a needed change in organizations that Newell Rubbermaid should keep open.1  If the Home Fashions division was closed Newell Rubbermaid would eradicate most of its low margin products and also do away with the additional risk imposed by this European business.  Amid this information Newell Rubbermaid could construct the optimal business operation.
Recommendation 2: Continue Outsourcing US Manufacturing Plants to Lower Cost Countries (Mexico)
We suggest Newell Rubbermaid to move some of the manufacturing facilities in United States to Mexico.  Since the United States has one of the highest hourly compensation costs, by moving all facilities located in United States to Mexico, Newell Rubbermaid can significantly lower their cost and therefore increase their profit margin.  According to U.S. Bureau of Labor Statistics the average wage rate for rubber and plastic products manufacturing industry is $18.41/hour in U.S compared to $2.21/hour in Mexico (Appendix 2).2 Mexico’s low per capita income results in lower standards of living and lower economic conditions compared to that of the United States of $36,300.13  By relocating to foreign markets that are less conducive to employee’s benefits, including insurance and retirement plans, Newell Rubbermaid should notably decrease operating expenses and costs. Assuming that an average U.S. manufacturing employee works eight hours a day, five days a week, and fifty weeks a year at $18.41/hour, the total wage costs amounted to $36,820 per employee.  In comparison, under the same conditions, Mexico manufacturing employees’ total wages expenditures account for a meager $4,420 per employee.
Also, Newell should be able to decrease its tax liability.  Newell Rubbermaid paid $66.7 million in taxes in 2003 which it could decrease by displacing its current facilities to Mexico. 1 Mexico has lower corporate tax obligations for newly arriving industries or organizations. According to KPMG’s corporate tax survey, United States has an effective rate approximately 36.4% once state and local taxes are accounted for.7  Where as Mexico has a declining rate of 34% and will be 32% in 2005.7  This will result in 4% decrease in tax liability for Newell Rubbermaid which would also in turn produce a 4% increase in net income.   Aside from corporate taxes, Newell can also benefit from tax breaks on real-estate acquisition, payroll, as well as reduced property taxes.  The relocation would also generate exemptions from construction licenses and zoning licenses.2
Added benefits include the negated cost of EPA charges which amounted to $17.8 million in 2003. 1 By relocating to Mexico, Newell doesn’t have to pay the additional cost for EPA charges.  Newell benefits through its membership with North American Free Trade Agreement (NAFTA) as well.  NAFTA provides incentives for North America companies in intercontinental commerce to engage in trade.  Newell would benefit from the ten phase non-tariff laws by NAFTA completed in January 1, 2003 which guarantees free import and export of goods.10  No tariffs are paid on raw materials, equipment, and components which are temporarily imported into Mexico for manufacture, assembly, and/or processing. This basically ensures that all goods imported from Mexico to the United States will have no additional taxes.
Another huge advantage of relocating U.S. based manufacturing facilities to Mexico is to avoid government regulation and employee benefits.  Benefits that are legally mandatory in the United States include Social Security, Medicare, unemployment insurance, and workers compensation.2  Other benefits that are currently not required consist of life, health, and disability insurance, retirement and savings benefits, and costs for paid leave benefits.2  Larger companies such as Newell Rubbermaid provide all these benefits including the “non-required” benefits in order to attract dedicated employees.  Newell currently provides such benefits as insurance plans, which include dental, health, prescription drugs and vision benefits.   In addition, Newell provides 401k plans, quarterly bonus checks, as well as subsidies for schooling.  Newell’s actual benefit obligations totaled $1,239.40 million dollars in 2003. 1  By relocating to Mexico, the costs associated with Employee Benefits will be virtually eliminated.  
Because of Mexico’s economy, and their low standard of living, it is not necessary or reasonable to provide such benefits.  According to the Bureau of Labor Statistics, total benefits paid per hour worked in the manufacturing industry totaled $8.86 (33%).2  Some of the main costs associated with the required benefits include Social Security costs of $ 1.54 (8%), Medicare costs of $0.30 (1.1%) as well as workers compensation of $0.53 (2.0%). 2 Just taking into account legally required benefits, Newell Rubbermaid would save $6.02 per hour worked per employee.  Of the optional compensation benefits, paid leave costs accounts for $4.01 (15.1%), and retirement and savings totaling $0.96 (3.6%) per worker hour.2  Currently, Newell Rubbermaid has 40,000 employees provided with the benefits described above.  In conclusion, Newell Rubbermaid could possibly save 33% of employee costs by eliminating the need to provide such benefits.
Newell Rubbermaid currently has 69 out of its 151 facilities located in the United States. We are suggesting that Newell relocates its US manufacturing plants to lower cost providers in Mexico. The main sectors for manufacturing plastic products in Mexico are Sonora, Monterrey, Mexico City, Merida, Oaxaca, Tepico, and Culica (Appendix 3).12  We recommend that Newell transfer their manufacturing plants to these various locations.
Because some of these recommendations might be unpopular with management, Newell Rubbermaid should explain the necessity of these cuts and encourage employee input.  Both of the recommendations along with the continued divesture lead Newell Rubbermaid down the road to improvement.  Through this array of valuable benefits, Newell can drastically save costs and thus improve their operating income.  This would in turn raise the confidence of current shareholders and attract potential investors.  This rise in profits and consumer confidence will eventually result in a higher stock price.      
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APPENDIX 1:  OVERVIEW

Newell Rubbermaid manufactures many consumer products.  The Newell Rubbermaid Corporation is headquartered in Freeport, Illinois and has 48,800 employees worldwide.6  Their Company's principal customers are large mass merchandisers and distributors. Many of the dominant multi-category retailers have strong bargaining power with suppliers.  Newell Rubbermaid consists of primarily four divisions which include Rubbermaid, Sharpie, Irwin and Calphalon Home.6  These four segments are further divided into numerous subdivisions.  

The first division of Newell Rubbermaid is Rubbermaid which was granted their first patent on a rubber dustpan in 1933.  Since then it has grown immensely and now employs over 6,000 associates throughout North America.  Rubbermaid manufactures and distributes a wide range of products designed to organize. Product lines include Home Organization (home storage, drawers, laundry & utility, wastebaskets), Kitchen & Bath (food storage, kitchen organization, bath), Cleaning (smallwares and stickgoods), Closet Organization (complete systems both free standing and mounted), and Hardware/Seasonal (refuse, outdoor & garage storage, insulated, hardware & tools, lawn & garden, mailboxes).6
In March of 1999, Rubbermaid joined the Newell family of companies to create a new entity called Newell Rubbermaid Inc (Appendix4). 5  Rubbermaid Home Products is headquartered in Wooster, Ohio, with facilities in ten locations. They are located in Wooster and Mogadore, Ohio; Mississauga and Calgary, Canada; Centerville, Iowa; Cleburne and Greenville, Texas; Goodyear, Arizona; Winfield, Kansas; and Tultitlan, Mexico. 5
Operating income has recently decreased for the division of Rubbermaid.  This is caused from two main external factors.  These factors are non-brand names products in Rubbermaid’s home products creating pricing pressure, and an increase in the cost of raw materials.5  This increase in cost is reflected in the rising price of resin, which is a main substance in the production of plastic.  In contrast to this negative news, Rubbermaid’s net sales have increased $8.5 million in the third quarter of 2003. 5 

The second division is Sharpie.  What is known as Sharpie today was started in 1857 when Sanford Manufacturing Company was founded by Frederick W. Redington and William H. Sanford, Jr.5  They focused on producing and selling ink and glue.  In 1964, the Sharpie® marker was introduced and its popularity has continued to grow.  In 1992, Newell Rubbermaid acquired Sanford, which included the Sharpie, Sanford and Expo user brands (Appendix4).5  

Sharpie’s operating income has deceased 15.6% during the third quarter of 2003.  This has resulted in a decrease of $11.6 million.5  This decrease in operating income is a result of Sharpie increasing its marketing, which would pay off in the long run.  It is also an outcome of its decrease in sales.  The third quarter sales have decreased $23 million. 5 

In 1884, Charles Irwin’s customer came up with the idea for a solid center auger bit, which later grew to become the company known as Irwin.5  Once Irwin’s customer had patented the Auger bit, he sold the rights to Charles Irwin.  Irwin, along with four other business partners, formed the Irwin Auger Bit Company. Eventually Newell Rubbermaid acquired the company in January of 2003.5
Irwin’s operating income has had impressive third quarter change of $22.6 million in 2003.5  This change is a result of their increase in productivity, acquisition of Lenox, a tool manufacture, and excellent sales.  Their sales increased by 8.7%, which is a $11.6 increase.5  This increase in sales is due to the acquisition on Lenox, a tools and accessories company.  This increase in sales remained positive while hurting from high declines in sales at Levolor/Kirsch.  This should be an indicator of possible sales increasing with the departure of Levolor/Kirsch from Irwin.5
The final divison is Calphalon. Ronald Kasperzak purchased a metal spinning company in Perrysburg, Ohio called Commercial Metal and established the Commercial Aluminum Cookware Company in 1963.5 Commercial Aluminum Cookware adapted method of treating raw aluminum that uses electro chemicals called hard-anodizing.  In 1968, hard-anodizing was a new technology, developed by NASA for the aerospace industry. The company applied this technology to cookware and came up with a new line of hard-anodized aluminum was called Calphalon. In 1997, Commercial Aluminum Cookware Company was renamed Calphalon Corporation.  Newell Rubbermaid purchased Calphalon Corporation in 1998 (appendix 4).5  
Operating income for Calphalon Home has decreased during the third quarter of 2003.  The decrease was an 10.4% resulting in a $41.9 million change.5  This decrease was due to a decline in U.S. demand for picture frames which Caphalon Home relies on as a major selling item.  This has caused sales to decrease by 10.4%.5  Their cookware and bakeware business has also negatively impacted their sales.

Newell Rubbermaid has many competitors who are all large, and well-established firms. “Newell Rubbermaid  has positioned itself to be responsive to the changes in the retail environment and competitive with the major firms who sell similar products”.1 Newell Rubbermaid’s customers are mainly large mass merchandisers, such as discount stores, home centers, warehouse clubs, hardware & home center stores supermarkets, drug stores, department stores, specialty stores and office superstores.5  Large mass merchandisers are rapidly growing which poses as a threat for Newell Rubbermaid.  This market is intensely competitive and the principal customers continuously have to decide which product suppliers should use; therefore, Newell Rubbermaid is constantly under pressure and is continuously trying to create new innovative products and improve its customer service.

Appendix 2: Compensation Benefits, Wage/hour, Corporate tax
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Findings!

The global trend of decreased

tax rates persists

Finding Belgium and Ireland at the forefront,
with tax rate decreases of 15.38% and 21.88%,
respectively, the European Union (EU) and
OECD member countries again show reductions
in their rates. By cutting its corporate rate to
12.5%, Ireland carried through with the goal
highlighted in last year’s survey of reaching that
figure by 2003.

While not as steep a tax cut, Italy’s rates dropped
below 40% (10 38.25%), thus contributing to the
average corporate tax rates falling to 30.79% for
OECD countries (from 31.39% in 2002) and
31.68% for EU nations (from 32.53%).

Moderate developments

in the Asia-Pacific

and Latin America regions

Sri Lanka, Bangladesh and Singapore stand out
as three nations that witnessed tax cuts since last
year's survey, with the Sti Lanka government re-
ducing its corporate rates by almost 17%. The
other Asia-Pacific corporate rates, however, gen-
erally changed little or not at all (with Papua
New Guinea going against the trend and raising
rates (0 30%, from 25%). Meanwhile, China (still
listed at 33%) continues to offer lower tax rates
for foreign enterprises established in certain Spe-
cial Economic Zones.

InLatin America, Mexico lowered its rates to 34%
(from 35%), thus following through with the an-
nouncement discussed in last year’s survey of
settling at 32% by 2005. Else\zhemgr‘n’a
slashed its rates by approximately 19% (to 30%),
Peru went from 30% down to 27%, and the gov-
ernment of Uruguay increased its rates by over
14%.
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APPENDIX 4: TIMELINE

From our beginnings as a manufacturer of curtain rods to the collection of established brands that currently comprise Newell Rubbermaid, we have become a company that touches millions of people where they work, where they live, and where they play.

2003
In January, we completed the acquisition of American Saw & Mfg. Co., a leading manufacturer of linear edge power tool accessories, hand tools and band saw blades marketed under the Lenox brand.

2002
In April, we completed the acquisition of the American Tool Companies, adding the powerful brands of Irwin, Vise-Grip and Quick-Grip to our portfolio. 

2001
Joseph Galli, Jr. named President and Chief Executive Officer, revitalizing the Company through a focus on product development, brand enhancement and selective globalization. We also launched the Phoenix Program, our campus recruiting initiative focused on hiring sales & marketing field representatives to promote our products with the end user in the stores of our key accounts. 

2000
In December, we acquired Gillette's stationery products business including the Paper Mate, Parker, Waterman and Liquid Paper user brands. 

1999
In March, we acquired Rubbermaid, a leading manufacturer of high-quality, innovative products, including the Rubbermaid, Curver, Little Tikes, Graco and Century user brands. 

1998
In May, we purchased Calphalon Corporation, a manufacturer of gourmet cookware marketed primarily to upscale retailers and department stores. 

1997
We acquired Kirsch, a leader in branded drapery hardware and custom window coverings.

1996
We became the world's largest manufacturer of picture frames, framed art and photo albums after acquiring Holson Burnes. 

1993
We acquired Levolor, a leading manufacturer and marketer of window treatments. Additionally, we acquired Goody and LeeRowan. 

1992
We acquired Sanford, a leading manufacturer and marketer of writing instruments, including the Sharpie, Sanford and Expo user brands. The same year we acquired Intercraft, a leading picture frame manufacturer. 

1987
In our largest purchase to date, we acquired the Anchor Hocking Corporation, including the Anchor Hocking and Amerock businesses. 

1983
We acquired the Mirro Corporation, a cookware maker. 

1982
We acquired propane hand-torch maker BernzOmatic of Medina, New York. 

1979
We are listed on the New York Stock Exchange with the ticker symbol NWL. 

1973
We acquired EZ Paintr Corp., the world's largest maker of paint applicators. 

1972
Newell went public. 

1965
Daniel C. Ferguson named President and develops our acquisition strategy based on the intention to build a strong multi-product company. 

1962
The Newell Companies, including Western Newell, Newell Window Furnishings, and Newell Manufacturing, are consolidated into a single corporation headquartered in Freeport, IL. 

1916
The F.W. Woolworth chain became our first customer for Newell’s bronze-plated curtain rods, making them the first Newell products to be distributed nationally. This marked the beginning of our focus on volume purchasers. 

1910-21
Affiliated companies founded in Canada and Freeport, Illinois. 

1902
Newell Manufacturing Company, Inc., a manufacturer of curtain rods, founded in Ogdensburg, NY. 

APPENDIX 5:  RATIO

	Profitability Ratios (%)
	Company
	Industry
	Sector
	S&P 500

	Gross Margin (TTM)
	26.73
	51.54
	45.98
	47.76

	Gross Margin - 5 Yr. Avg.
	26.72
	49.43
	46.06
	47.16

	
	EBITD Margin (TTM)
	5.91
	21.20
	19.90
	20.42

	EBITD - 5 Yr. Avg.
	9.09
	19.81
	19.83
	20.72

	
	Operating Margin (TTM)
	2.32
	17.27
	17.00
	20.14

	Operating Margin - 5 Yr. Avg.
	7.17
	15.23
	16.46
	18.18

	
	Pre-Tax Margin (TTM)
	0.26
	16.58
	16.67
	17.71

	Pre-Tax Margin - 5 Yr. Avg.
	5.18
	14.40
	15.44
	17.46

	
	Net Profit Margin (TTM)
	-0.60
	11.38
	11.21
	13.02

	Net Profit Margin - 5 Yr. Avg.
	2.98
	9.52
	10.16
	11.54

	
	Effective Tax Rate (TTM)
	331.84
	31.33
	30.81
	31.24

	Effective Tax Rate - 5 Yr. Avg.
	99.78
	35.70
	34.65
	34.20


	

	


Appendix 6: Income Statement and Balance Sheet
	
	
	2003(1) 
	
	2002 (1) 
	
	2001(1) 
	
	2000 
	
	1999 
	

	STATEMENTS OF OPERATIONS DATA 


	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net sales 
	
	$ 
	7,750.0 
	
	
	$ 
	7,453.9 
	
	
	$ 
	6,909.3 
	
	
	$ 
	6,934.7 
	
	
	$ 
	6,711.8 
	
	

	Cost of products sold 
	
	
	5,682.8 
	
	
	
	5,394.2 
	
	
	
	5,046.6 
	
	
	
	5,108.7 
	
	
	
	4,975.4 
	
	

	Gross margin 
	
	
	2,067.2 
	
	
	
	2,059.7 
	
	
	
	1,862.7 
	
	
	
	1,826.0 
	
	
	
	1,736.4 
	
	

	Selling, general and administrative expenses 
	
	
	1,352.9 
	
	
	
	1,307.3 
	
	
	
	1,168.2 
	
	
	
	899.4 
	
	
	
	1,104.5 
	
	

	Impairment charge 
	
	
	289.4 
	
	
	
	— 
	
	
	
	— 
	
	
	
	— 
	
	
	
	— 
	
	

	Restructuring costs 
	
	
	245.0 
	
	
	
	122.7 
	
	
	
	66.7 
	
	
	
	43.0 
	(2) 
	
	
	241.6 
	(3) 
	

	Goodwill amortization 
	
	
	— 
	
	
	
	— 
	
	
	
	56.9 
	
	
	
	51.9 
	
	
	
	46.7 
	
	

	Operating income 
	
	
	179.9 
	
	
	
	629.7 
	
	
	
	570.9 
	
	
	
	831.7 
	
	
	
	343.6 
	
	

	Nonoperating expenses: 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Interest expense 
	
	
	140.1 
	
	
	
	137.3 
	
	
	
	137.5 
	
	
	
	130.0 
	
	
	
	100.0 
	
	

	Other, net 
	
	
	19.7 
	
	
	
	23.9 
	
	
	
	17.5 
	
	
	
	16.2 
	
	
	
	12.7 
	
	

	Net nonoperating expenses 
	
	
	159.8 
	
	
	
	161.2 
	
	
	
	155.0 
	
	
	
	146.2 
	
	
	
	112.7 
	
	

	Income before income taxes and cumulative effect of accounting change 
	
	
	20.1 
	
	
	
	468.5 
	
	
	
	415.9 
	
	
	
	685.5 
	
	
	
	230.9 
	
	

	Income taxes 
	
	
	66.7 
	
	
	
	157.0 
	
	
	
	151.3 
	
	
	
	263.9 
	
	
	
	135.5 
	
	

	(Loss)/income before cumulative effect of accounting change 
	
	
	(46.6 
	) 
	
	
	311.5 
	
	
	
	264.6 
	
	
	
	421.6 
	
	
	
	95.4 
	
	

	Cumulative effect of accounting change, net of tax 
	
	
	— 
	
	
	
	(514.9 
	) 
	
	
	— 
	
	
	
	— 
	
	
	
	— 
	
	

	Net (loss)/income 
	
	$ 
	(46.6 
	) 
	
	$ 
	(203.4 
	) 
	
	$ 
	264.6 
	
	
	$ 
	421.6 
	
	
	$ 
	95.4 
	
	

	Weighted average shares outstanding: 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Basic 
	
	
	274.1 
	
	
	
	267.1 
	
	
	
	266.7 
	
	
	
	268.4 
	
	
	
	281.8 
	
	

	Diluted 
	
	
	274.1 
	
	
	
	268.0 
	
	
	
	267.0 
	
	
	
	268.5 
	
	
	
	282.0 
	
	

	(Loss)/earnings per share before cumulative effect of accounting change: 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Basic 
	
	$ 
	(0.17 
	) 
	
	$ 
	1.17 
	
	
	$ 
	0.99 
	
	
	$ 
	1.57 
	
	
	$ 
	0.34 
	
	

	Diluted 
	
	$ 
	(0.17 
	) 
	
	$ 
	1.16 
	
	
	$ 
	0.99 
	
	
	$ 
	1.57 
	
	
	$ 
	0.34 
	
	

	(Loss)/earnings per share: 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Basic 
	
	$ 
	(0.17 
	) 
	
	$ 
	(0.76 
	) 
	
	$ 
	0.99 
	
	
	$ 
	1.57 
	
	
	$ 
	0.34 
	
	

	Diluted 
	
	$ 
	(0.17 
	) 
	
	$ 
	(0.76 
	) 
	
	$ 
	0.99 
	
	
	$ 
	1.57 
	
	
	$ 
	0.34 
	
	

	Dividends per share 
	
	$ 
	0.84 
	
	
	$ 
	0.84 
	
	
	$ 
	0.84 
	
	
	$ 
	0.84 
	
	
	$ 
	0.80 
	
	

	BALANCE SHEET DATA 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Inventories, net 
	
	$ 
	1,066.3 
	
	
	$ 
	1,196.2 
	
	
	$ 
	1,113.8 
	
	
	$ 
	1,262.6 
	
	
	$ 
	1,034.8 
	
	

	Working capital(4) 
	
	
	978.2 
	
	
	
	465.6 
	
	
	
	316.8 
	
	
	
	1,329.5 
	
	
	
	1,108.7 
	
	

	Total assets 
	
	
	7,480.7 
	
	
	
	7,404.4 
	
	
	
	7,266.1 
	
	
	
	7,261.8 
	
	
	
	6,724.1 
	
	

	Short-term debt 
	
	
	35.4 
	
	
	
	449.2 
	
	
	
	826.6 
	
	
	
	227.2 
	
	
	
	247.4 
	
	

	Long-term debt, net of current maturities 
	
	
	2,868.6 
	
	
	
	2,372.1 
	
	
	
	1,365.0 
	
	
	
	2,319.6 
	
	
	
	1,455.8 
	
	

	Company-obligated mandatorily redeemable convertible preferred securities of a subsidiary trust 
	
	
	— 
	
	
	
	— 
	
	
	
	500.0 
	
	
	
	500.0 
	
	
	
	500.0 
	
	

	Stockholders’ equity 
	
	
	2,016.3 
	
	
	
	2,063.5 
	
	
	
	2,433.4 
	
	
	
	2,448.6 
	
	
	
	2,697.0 
	
	


Appendix 7: Net Sales and Operating Income for 5 Segments
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