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FORWARD-LOOKING STATEMENTS

SAFE HARBOR STATEMENT

This presentation contains forward-looking statements within the meaning of the Private Securities Litigation Reform 

Act of 1995 including, without limitation, statements regarding the expected impact and timing of enterprise initiatives 

and related benefits, future financial performance, operating performance, growth in free cash flow, organic and total 

revenue growth, operating margin growth, growth in diluted income per share, growth in after-tax return on invested 

capital, expected total shareholder returns, restructuring expenses and related benefits, effective tax rates, exchange 

rates, timing and amount of share repurchases, end-market economic conditions, and the Companyõs related 2017 

and 2018 guidance. These statements are subject to certain risks, uncertainties, and other factors which could cause 

actual results to differ materially from those anticipated. Important risks that could cause actual results to differ 

materially from the Companyõs expectations include those that are detailed in ITWõs Form 10-K for 2016. 

NON -GAAP MEASURES

The Company uses certain non-GAAP measures in discussing the Companyõs performance. The reconciliation of 

those measures to the most comparable GAAP measures is detailed in ITWõs Form 10-K for 2016 and the appendix of 

this presentation, which are available at www.itw.com, together with this presentation.
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2018 GUIDANCE

AGENDA

ITWõs STRATEGIC FRAMEWORK

STRATEGIC FRAMEWORK IMPLEMENTATION

PHASE I: REPOSITIONING (2013 - 2018+)

PHASE II: SUSTAINING (2018 - 2022)

ANNUAL PERFORMANCE GOALS:  2018 - 2022

SUMMARY / MOVING FORWARD

1

3

4

5

4

BREAK6

Q&A7

2
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HIGHLY SUCCESSFUL 105 YEAR HISTORY

ITWõs Enduring Performance:

ÅWilling to CRITICALLY ASSESS our strategic 

positioning at key points in our historyé

Åé and CHANGE COURSE when necessary to 

sustain differentiated performance

5

17%

11%

ITW S&P 500

Chicago financier Byron Smith, ITW Founder

Total Annualized Shareholder Return 

Since 1980
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2011 - 2012: OUR MOST RECENT STRATEGIC PIVOT POINT

PLATEAUING COMPANY PERFORMANCE

6

ACQUISITION -CENTRIC

growth strategy not sustainable

Accumulated 
ORGANIZATIONAL 

COMPLEXITY

from 600+ acquisitions 

over 25 years 

GLOBALIZATION = 

increasingly intense 

competitive environment
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OBJECTIVES OF OUR 2011 -2012 STRATEGY òREFRESHó:

IN AN INCREASINGLY COMPETITIVELY INTENSE AND 

VOLATILE GLOBAL MARKET ENVIRONMENT

7

MAXIMIZE ITWõS 

POTENTIAL TO 

CONSISTENTLY DELIVER 

DIFFERENTIATED

PERFORMANCE

1

BEST POSITION ITW 

AS A HIGHLY VALUED 

CORE HOLDING 

FOR LONG -TERM 

ORIENTED INVESTORS

2

AND
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OUR STRATEGIC FRAMEWORK

8

INVEST ONLY 

WHERE WE HAVE 

COMPELLING

COMPETITIVE 

ADVANTAGE

òDO WHAT WE SAYó 

EXECUTION IS 

A CRITICAL

DIFFERENTIATOR

GROWTH: 

QUALITY 

OVER 

QUANTITY

OUR BUSINESS 

MODEL IS OUR 

COMPETITIVE 

ADVANTAGE

$

=

SOLID GROWTH WITH BEST -IN -CLASS MARGINS AND RETURNS
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STRATEGY FRAMEWORK IMPLEMENTATION

9

SIMPLIFY AND SCALE -UP 

ITWõS OPERATING 

STRUCTURE

Business Structure 

Simplification

BETTER LEVERAGE ITWõS 

SCALE TO ENHANCE 

GLOBAL 

COMPETITIVENESS

Strategic Sourcing

SHIFT PRIMARY GROWTH 

FOCUS

From acquisition

to organic

1 2 3 4

NARROW THE FOCUS 

AND IMPROVE THE 

QUALITY OF ITWõS 

BUSINESS PORTFOLIO

Sustainable differentiation 

is a òmust-haveó

EXCELLENCE IN THE PRACTICE OF 

THE ITW BUSINESS MODEL

Everywhere in the company, every day

5 6
SUSTAINED ABOVE -MARKET 

ORGANIC GROWTH

Through the cycle

PHASE I ðREPOSITIONING (2013 - 2018+)

PHASE II ðSUSTAINING DIFFERENTIATED PERFORMANCE (2018 - 2022)
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Our Business Model is 

our Competitive 

Advantage
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OUR BUSINESS MODEL IS OUR COMPETITIVE ADVANTAGE

OPERATING MARGIN = BEST INDICATOR OF 

STRENGTH OF COMPETITIVE ADVANTAGE

11

ÅThe ITW Business Model is a POWERFUL andPROPRIETARY set of strategic, 

operational and cultural practices that have been in a continual state of development and 

evolution inside ITW for over 30 years

Å It is the òVALUE-ADDófrom being part of ITW

ÅGood Industry òfitó + excellence in ITW Business Model Practice = CONSISTENT 

BEST -IN -CLASS PERFORMANCE
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OUR BUSINESS MODEL IS OUR COMPETITIVE ADVANTAGE

12

80/20 Front to Back Process:  HOW WE OPERATE  

Customer-Back Innovation:  HOW WE INNOVATE

Decentralized,
Entrepreneurial Culture:  HOW WE EXECUTE
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80/20 FRONT TO BACK:  HOW WE OPERATE

13

ÅITWõs 80/20 Front to Back process is a UNIQUE and 

PROPRIETARY methodology used as the core operating 

systemin all ITW Divisions

Å IMPROVES ALL ASPECTS OF THE BUSINESS

ÅIntense focus on the ò80ó

ÅMinimize cost / distraction from the ò20ó

ÅHeavily data driven 

Å 3 to 5 year cycle of continuous implementation

ÅRESULTS IN:

ÅBest-in-class Customer Facing Performance

ÅHigh Quality Organic Growth

ÅBest-in-class Financial Performance

80
20
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CUSTOMER-BACK INNOVATION:  HOW WE INNOVATE

14

Customer-Back Innovation enables our divisions to deliver a 
STEADY FLOW OF DIFFERENTIATED NEW 

PRODUCTS AND SOLUTIONS for our ò80ó customers 

A key contributor to ITWõs ability to deliver consistent
ABOVE -MARKET REVENUE GROWTH

ÅContributes 1+% Organic Growth annually

Å 1,600+ new patent applications/year

ÅOver half of ITW revenues covered by patents or 

proprietary trade secrets
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ITWõS DECENTRALIZED ENTREPRENEURIAL CULTURE:  HOW WE EXECUTE

15

ITWõs decentralized entrepreneurial culture is the engine 

that drives the highly efficient conversion of 

STRATEGY into ACTION andACTION into RESULTS
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23%
25%

27% 25%
27%

24%
27%

13%

22%

18%

14% 14%

15%

11%

Automotive OEM Test and Measurement 
& Electronics **

Food Equipment Polymers & Fluids ** Welding Construction ProductsSpecialty Products

OUR BUSINESS MODEL IS OUR COMPETITIVE ADVANTAGE

16

ITW SEGMENT OPERATING MARGIN VS . PEER AVERAGE*

2017E

*   See Appendix for listing of peers 

**  Polymers and Fluids and Test and Measurement & Electronics exclude 410 bps and 320 bps, respectively, of unfavorable operating margin impact of amortization expense related to intangible assets
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OUR BUSINESS MODEL IS OUR COMPETITIVE ADVANTAGE

17

FOCUSED ON LEVERAGING OUR BUSINESS MODEL 

TO FULL POTENTIAL

High Degree of PORTFOLIO DISCIPLINE

EXCELLENCE in the PRACTICE of the ITW B USINESS

MODEL

ÅEverywhere in the company, every day

1.

2.
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LEVERAGING OUR BUSINESS MODEL TO FULL POTENTIAL

PORTFOLIO DISCIPLINE + EXCELLENCE IN BUSINESS MODEL PRACTICE

18

19% 19%
17%

20%

25%

12%

20%
23%

25%
27% 25%

27%
24%

27%

Auto OEM Test and Measurement
& Electronics *

Food Equipment Polymers & Fluids * Welding Construction Products Specialty Products

+340 

bps

+580 

bps

+950 

bps

+550 

bps

+1,220 

bps

* Polymers and Fluids excludes 390 bps and 410 bps, respectively, and Test and Measurement & Electronics excludes 420 bps and 320 bps, respectively, of unfavorable operating margin impact of amortization expense related to intangible assets

+780 

bps

2017E Operating Margin

2012 Operating Margin

+160 

bps
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OUR BUSINESS MODEL IS OUR COMPETITIVE ADVANTAGE

19

BUSINESS MODEL DERIVED COMPETITIVE ADVANTAGE: 

Enables a HIGHLY DIVERSIFIED Business Portfolio

Provides optionality to open up NEW AVENUES of PROFITABLE GROWTH

over time

BUT, WE HAVE TO CONTINUALLY EARN THE RIGHT TO BE A 

òMULTI-BUSINESSó COMPANY THROUGH OUR PERFORMANCE

THERE CAN BE NO òWEAK LINKSó 

1.

2.
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OUR BUSINESS MODEL IS OUR COMPETITIVE ADVANTAGE

END -MARKET òFITó + EXCELLENCE IN BUSINESS MODEL PRACTICE = 

CONSISTENT PERFORMANCE ACROSS ITWõS BUSINESS PORTFOLIO

2017E OPERATING MARGIN

20

23% 25% 27% 25% 27%
24%

27%

Automotive OEM Test and Measurement 
& Electronics *

Food Equipment Polymers & Fluids * Welding Construction Products Specialty Products

*  Polymers and Fluids and Test and Measurement & Electronics exclude 410 bps and 320 bps, respectively, of unfavorable operating margin impact of amortization expense related to intangible assets



21

Growth: 

Quality Over 

Quantity 
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GROWTH: QUALITY OVER QUANTITY

ÅConsistent above-market ORGANIC GROWTH IS 

OUR #1 GROWTH PRIORITY

ÅWe leverage our differentiated Business Model 

to ensure that revenue growth achieved is of
HIGH QUALITY

ÅBest-in-class margins and returns on capital

ÅFree Cash Flow = Net Income

22

$9.7B
$10.5B

Net Income

Excl. Divestiture Gain*

Free Cash Flow*

NET INCOME VS. FREE CASH FLOW 
(2013 - 2017E)

108%

*See appendix for GAAP to non-GAAP reconciliation
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GROWTH: QUALITY OVER QUANTITY

To enableCONSISTENT HIGH QUALITY ORGANIC GROWTH , we have to construct and maintain 

a portfolio of highly DIFFERENTIATED businesses that can leverage the ITW Business Model to deliver 

above-market growth across a wide range of economic scenarios:

23

STABLE 

UNDERLYING 

MARKET 

growth

Moderate pace of 
TECHNOLOGY 

EVOLUTION 

BUSINESS 

TO BUSINESS :  

Itõs what we know

ROOM 

TO GROW :  

$10B+ 

global markets

Sustainable 

differentiation: product 
PERFORMANCE 

MATTERS to the 

customer, best 

solution wins

B2B
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GROWTH: QUALITY OVER QUANTITY

24

ITWõS HIGH QUALITY PORTFOLIO:  ORGANIC GROWTH POTENTIAL

Organic 

Growth

Automotive 

OEM

Test & 

Measurement 

Electronics

Food 

Equipment

Polymers 

& Fluids
Welding

Construction 

Products

Specialty 

Products

Market 1 - 2% 2 - 3% 2 - 3% 2 - 3% 2 - 3% 2 - 3% 1 - 2%

Segment 5 - 6% 4 - 5% 4 - 5% 3 - 4% 4 - 5% 3 - 4% 3 - 4%

LOTS OF ROOM TO GROW: RELEVANT MARKET SHARE RANGES FROM 15% TO 25%
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ITW AUTOMOTIVE OEM

25

$3.3B
2017E 

REVENUES

23%
2017E

OPERATING

MARGIN

5 - 6%
ORGANIC 

GROWTH

POTENTIAL

ORGANIC GROWTH DRIVERS

Å ~$35/car current global penetration vs. ~$230/car potential

Å Continued penetration into top tier Chinese OEMs

Å Electric Vehicle growth 

KEY COMPETITIVE ADVANTAGES

Å Deep engineering relationships with key global Auto OEMs

Å Complex injection-molding and deep metal forming 

manufacturing capability

Å Ability to execute òcopy exactó solutions globally
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$2.0B
2017E 

REVENUES

25%
2017E

OPERATING

MARGIN*

4 - 5%
ORGANIC 

GROWTH

POTENTIAL

ITW TEST AND MEASUREMENT & ELECTRONICS

26

ORGANIC GROWTH DRIVERS

Å Increased scope of testing being driven by

Å Advanced new materials

Å Increasingly stringent global testing requirements

Å Significant share gain opportunity with existing customer 

base on both equipment and service/spare parts

KEY COMPETITIVE ADVANTAGES

Å Market leading technology and strong history of 

innovation   

Å Long track record of providing differentiated customer 

solutions for a wide range of demanding end-markets 

and end-user applications

Å Global aftermarket support 

* See appendix for GAAP to Non-GAAP reconciliation
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ITW FOOD EQUIPMENT

27

ORGANIC GROWTH DRIVERS

Å Significant share gain potential in both Equipment and 

Service

Å Full pipeline of innovation to address industry trends & 

customer pain points:

Å Solutions with lowest òtotal cost of ownershipó over 

entire life cycle of equipment

Å Higher food safety standards and enforcement

KEY COMPETITIVE ADVANTAGES

Å Widely known and respected brands 

Å Strong track record of differentiated innovation

Å Fully integrated equipment and service solution offering 

with global scale and reach

$2.1B
2017E 

REVENUES

27%
2017E

OPERATING

MARGIN

4 - 5%
ORGANIC 

GROWTH

POTENTIAL


