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Eaton Corporation plc

• Eaton is a diversified power management company 
• Eaton helps customers manage electrical, hydraulic and 

mechanical power.
• Eaton acquired Cooper Industries plc in November 2012

• The 2013 revenue of the enterprise was $22 billion 

• Eaton has approximately 102,000 employees 
• Eaton sells products to customers in more than 175 

countries
• For more information, visit www.eaton.com. 

http://cts.businesswire.com/ct/CT?id=smartlink&url=http://www.eaton.com&esheet=6152728&lan=en_US&anchor=www.eaton.com&index=1&md5=3eabbc4a8fdad8e3cdd635c7e3f6a217�


Lead Indicator Summary Sheet



Presentation Outline 

• U.S. Manufacturing Competitive Advantage:
• Where do we stand?

• Global Outlook for 2014 
• More muddle through

• Question & Answer





Thesis: 
Capitalizing on Comparative Advantage

• U.S. manufacturers have competitive strengths
• Superior management practices
• Deep capital/high labor productivity
• R&D intensity, technology leadership, labor productivity

• Pursue sectors where competitive advantage 
sustainable, exit where it cannot

• Policy makers can assist, or at least accommodate
• Progress may be slower than believed in the first rush 

of enthusiasm in 2011-2012



Facts:  
Manufacturing in the U.S. and World 
• Other countries have competitive advantage that may 

be hard to surmount
• Costs of labor
• Access to low cost natural resources
• Lower hurdles for regulatory compliance, product safety, 

environment issues, litigation, taxes, and others 
• U.S. economy has particular characteristics

• Intellectual value high:  management, R&D, technology
• Labor tends to be skilled and productive, but costly
• Overhead costs are high
• Infrastructure, institutions, legal system & markets are world 

leaders
• Access to low cost natural resources (natural gas, water, coal, 

other)
• U.S. share of global manufacturing is fairly steady



Excerpted from OECD Science, Technology and Industry Scoreboard 2013, Table 38
http://www.oecd-
ilibrary.org/docserver/download/9213051e.pdf?expires=1385146916&id=id&accname=guest&checksum=25A67A0C1E8B26D5A139475232EBF312



Excerpted from OECD Science, Technology and Industry Scoreboard 2013, Table 40 page 47
http://www.oecd-ilibrary.org/docserver/download/9213051e.pdf?expires=1385146916&id=id&accname=guest&checksum
=25A67A0C1E8B26D5A139475232EBF312

http://www.oecd-ilibrary.org/docserver/download/9213051e.pdf?expires=1385146916&id=id&accname=guest&checksum�
http://www.oecd-ilibrary.org/docserver/download/9213051e.pdf?expires=1385146916&id=id&accname=guest&checksum�
http://www.oecd-ilibrary.org/docserver/download/9213051e.pdf?expires=1385146916&id=id&accname=guest&checksum�


Excerpted from OECD Science, Technology and Industry Scoreboard 2013, Table 41 page 47
http://www.oecd-ilibrary.org/docserver/download/9213051e.pdf?expires=1385146916&id=id&accname=guest&checksum=
25A67A0C1E8B26D5A139475232EBF312



Sources: London School of Economics, McKinsey, Stanford University joint research
http://cep.lse.ac.uk/management/

Management Practice: 
Performance scoring – survey of 4000 global medium 
sized manufacturing firms (0 to 5 scale) 

http://cep.lse.ac.uk/management/�


Study Findings

• Multinationals are well run everywhere
• More competition is conducive to better mgmt practice
• Ownership edge to dispersed shareholders & private 

equity vs. family ownership or government
• U.S. edge is narrowing over time 
• Weaker countries often dragged down by weak “tails”
• Self-grading is self-deception

• Globally almost all managers gave themselves high marks



Competitive Realities:
High Compensation and High Productivity

2006

Manufacturing 
Hourly 

Compensation         
(USD)

Hourly 
Compensation 

Index 
(USA=100)

Productivity in 
Industry**      

(USD)

Productivity 
Index   

(USA=100)

India 0.66 3 13,676 14
China 0.96 4 23,153 24

Russia 0.88 4 41,239 42

Brazil 4.58 19 24,488 25
Korea 14.58 62 64,502 66

Japan 20.58 87 65,931 68

USA 23.65 100 97,341 100

European(5)* 25.90 110 68,876 71

Source:  IMD
“World Competitiveness Yearbook 2007,” pages 370-372

*Weighted by 2006 GDP (PPP) for Germany, UK, France, Italy & Spain 
**Related GDP (PPP) per person employed in industry 



Excerpted from OECD Science, Technology and Industry Scoreboard 2013, page 54 (Table 49)
http://www.oecd-ilibrary.org/docserver/download/9213051e.pdf?expires=1
385146916&id=id&accname=guest&checksum=25A67A0C1E8B26D5A139475232EBF312

http://www.oecd-ilibrary.org/docserver/download/9213051e.pdf?expires=1�
http://www.oecd-ilibrary.org/docserver/download/9213051e.pdf?expires=1�
http://www.oecd-ilibrary.org/docserver/download/9213051e.pdf?expires=1�


7 of top 15 regions
12 of top 30 regions
21 of top 60 regions

Source: OECD, “2008 Compendium of Patent Statistics”
http://www.oecd.org/dataoecd/5/19/37569377.pdf

Patent Issuing Regions

http://www.oecd.org/dataoecd/5/19/37569377.pdf�


Source:  Boston Consulting Group U.S. Manufacturing Nears the Tipping Point 
http://www.bcg.com/expertise_impact/capabilities/operations/manufacturing/publicationdetails.aspx?id=tcm:12-100662&mid=tcm:12-100616

http://www.bcg.com/expertise_impact/capabilities/operations/manufacturing/publicationdetails.aspx?id=tcm:12-100662&mid=tcm:12-100616�
http://www.bcg.com/expertise_impact/capabilities/operations/manufacturing/publicationdetails.aspx?id=tcm:12-100662&mid=tcm:12-100616�
http://www.bcg.com/expertise_impact/capabilities/operations/manufacturing/publicationdetails.aspx?id=tcm:12-100662&mid=tcm:12-100616�
http://www.bcg.com/expertise_impact/capabilities/operations/manufacturing/publicationdetails.aspx?id=tcm:12-100662&mid=tcm:12-100616�
http://www.bcg.com/expertise_impact/capabilities/operations/manufacturing/publicationdetails.aspx?id=tcm:12-100662&mid=tcm:12-100616�
http://www.bcg.com/expertise_impact/capabilities/operations/manufacturing/publicationdetails.aspx?id=tcm:12-100662&mid=tcm:12-100616�


A Future for U.S. Manufacturing?

• High Value Added
• Innovative
• Clean & Green
• It takes time . . .



Shale gas revolution – or evolution?
Consumption table from Bank Credit Analyst

2010 data

Source:  Bank Credit Analyst, November 14 2013
Used with permission from source

Table 1
Natural Gas Consumption In Manufacturing (2010)

  Spending on gas as % of

% share of the 
sector's gas use Sales

Employee 
compensation

Food and beverages 11.0 0.5 6.1
Wood and paper 7.7 1.0 7.9
Petroleum refining 16.4 0.8 70.4
Chemicals 37.6 1.5 21.2
Plastics, rubber & non-metallic minerals 6.6 0.8 5.2
Primary metals 10.0 1.3 15.2
Machinery, equipment & transport 4.9 0.1 0.9
Other 5.7 0.1 1.1
Total Manufacturing 100.0 0.6 5.6



Conclusions
• U.S. is globally competitive in industries with these 

characteristics:

• High technical content and innovation (aero, auto, pharma, semicon)
• Offset work force costs with skills & labor productivity
• Tendency to be clean and green (pharma, machinery)
• Transportation costs (volume/value) are high

• Without these, sustaining competitive position is  difficult 
(textile, furniture, commodity manufacturing)

• Small production runs of high knowledge content products
> Think Switzerland … but with scale 

Gamechangers?  3-D printing, shale gas – all maybes



Key Points on Global Economy
• Right now – discerning the impact of winter weather

• US/Can – severe winter holds back production, employment, transport
• Boosts utilities, energy production and prices

• Europe – mild winter is a tailwind
• In April – will N bounce back? Could policymakers misread?  

• BRIC/EM geopolitical risks adding to financial risks
• Russia/Ukraine Venezuela           Syria
• China slowdown; vulnerable India, Turkey, South Africa

• Construction, capital goods and vehicle markets
• US construction data showing hints of strength, especially in non-resi
• Capital goods orders gaining ground in NA, EU after soft summer & fall
• Light vehicles rebounding in Europe, weather stall in US
• Heavy duty truck market picking up substantial momentum

Satisfactory 2014 economy, better yet for manufacturing

Updated:   April 02, 2014



Evidence – lead indicators

• Yield curve (spread  between long/short rates)
• Central banks making or limiting credit availability

• Purchasing Managers Indices
• Commodity prices
• Stock markets
• Sentiment surveys
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Evidence – lead indicators

• Yield curve (spread  between long/short rates)
• Central banks making or limiting credit availability

• Purchasing Managers Indices
• Commodity prices
• Stock markets
• Sentiment surveys



24

Mar-13 Apr-13 May-13 Jun-13 Jul-13 Aug-13 Sep-13 Oct-13 Nov-13 Dec-13 Jan-14 Feb-14 Mar-14

Global 51.7 50.5 51.1 51.2 51.2 53.0 52.6 53.1 54.5 54.4 54.4 54.6 53.2

United States 55.4 51.5 53.3 53.4 55.5 55.7 53.2 52.7 56.2 56.1 53.9 59.6 58.1

Canada 48.0 50.5 54.5 53.0 52.6 52.6 56.1 58.5 58.0 55.0 52.9 52.6 53.4

Eurozone 45.3 45.4 49.0 49.3 50.8 53.3 52.1 51.9 52.3 54.1 55.7 54.5 54.3

Germany 48.7 48.1 51.1 49.5 51.3 54.5 52.6 52.5 54.5 56.6 59.7 57.1 55.5

France 40.6 41.9 46.5 48.0 48.6 49.8 50.6 48.3 46.8 45.6 48.7 49.2 53.2

Italy 41.1 41.4 46.1 48.8 50.5 53.3 50.8 50.5 50.5 54.3 53.9 53.3 52.8

Spain 43.3 43.0 49.5 51.8 50.7 52.5 52.2 54.0 49.2 51.0 52.1 52.9 54.5

UK 51.3 52.0 54.4 55.4 58.3 61.6 59.6 60.9 63.8 60.3 61.3 60.7 56.8

Russia 53.3 52.7 52.4 53.7 49.9 51.6 50.4 54.7 50.6 49.8 49.6 48.6 48.0

Japan 52.8 53.6 53.1 54.7 53.0 54.1 55.5 56.7 58.4 57.2 59.2 56.2 54.9

China 53.3 51.2 48.7 47.6 46.6 50.8 50.8 51.5 51.7 51.6 50.1 48.6 46.5

India 52.8 52.3 50.5 49.7 49.5 47.5 49.6 48.9 51.9 51.3 52.4 54.9 52.7

Brazil 52.3 51.1 50.8 50.3 47.3 49.3 49.6 49.9 49.3 50.7 52.4 50.9 50.7

Manufacturers’ Purchasing Managers 
Indexes: new orders

>54 51-54 45-51 <45
Above 
Trend Trend Flat Recession

Source:  Markit Economics
Data through March 2014



Evidence – lead indicators

• Yield curve (spread  between long/short rates)
• Central banks making or limiting credit availability

• Purchasing Managers Indices
• Commodity prices
• Stock markets
• Sentiment surveys
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Evidence – lead indicators

• Yield curve (spread  between long/short rates)
• Central banks making or limiting credit availability

• Purchasing Managers Indices
• Commodity prices
• Stock markets
• Sentiment surveys



Source:   Standard and Poor’s
Weekly data through April 1, 2014

U.S. Stock Market – S & P 500
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Evidence – lead indicators

• Yield curve (spread  between long/short rates)
• Central banks making or limiting credit availability

• Purchasing Managers Indices
• Commodity prices
• Stock markets
• Sentiment surveys
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Households and consumers … and what 
they do …

• Housing
• Auto
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Standard & Poor’s Case-Shiller® Index 
and FHFA Home Price Index
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FHFA

Case-Shiller

S&P/Case FHFA
12 Mos (Jan14/Jan13) 15.7 7.0
6 Mos (Jan14/Jul13) 3.1 4.2

Recent Trend (Annualized % )
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U.S. Light Vehicle Retail Sales

Auto Sales SAAR in last 4 months: 

Dec 15.3 / Jan 15.2 / Feb 15.3 / 16.3
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$3115/vehicle avg in January
$3333/vehicle avg in February
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Summary & Wrap Up



U.S. Macroeconomic Outlook 

Qtr 1* Qtr 2* Qtr 3* Qtr 4* Qtr 1* Qtr 2* Qtr 3* Qtr 4*
act act act act f f f f

Real GDP 1.1 2.5 4.1 2.4 1.3 2.3 2.3 3.4 2.8 1.9 2.4
Consumer Spending 2.3 1.8 2.0 2.6 2.1 2.3 2.1 3.3 2.2 2.0 2.3
Capital Spending -4.6 4.7 4.8 7.3 4.5 2.9 4.3 6.0 7.3 2.8 4.8
     Equipment 1.6 3.3 0.2 10.6 4.6 2.6 4.0 7.5 7.6 3.1 4.8
     Structures -25.7 17.6 13.4 0.2 6.0 4.5 6.8 5.0 12.7 1.4 6.2
Government Spending -4.2 -0.4 0.4 -5.5 1.7 0.4 0.7 1.4 -1.0 -2.3 -0.4
Net Exports (Y2K$B) -422 -424 -420 -383 -382 -368 -357 -361 -431 -412 -367
Mfg Industrial Production 5.4 0.2 1.4 5.0 1.6 6.6 3.1 6.4 4.2 2.5 3.5
     Nondurables 4.3 -1.1 -0.6 2.4 0.0 5.2 1.7 1.6 1.1 1.1 1.6
     Durables 6.4 1.5 3.2 7.4 2.9 7.6 4.1 10.0 7.1 3.7 5.2
Housing Starts (M) 0.96 0.87 0.88 1.02 0.95 1.04 1.08 1.10 0.78 0.93 1.04
US Light Vehicle Sls (M) 15.3 15.5 15.7 15.6 15.4 16.1 16.2 16.8 14.4 15.5 16.1
NA Lt Veh Production (M) 16.6 16.8 15.5 15.3 16.7 17.0 16.2 17.0 15.4 16.1 16.7
Unemployment Rate (%) 7.7 7.5 7.3 7.0 6.8 6.7 6.5 6.2 8.1 7.4 6.6

90-Day Treasury Yield 0.1 0.1 0.0 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
10-Year Treasury Yield 1.9 2.0 2.7 2.7 2.8 2.9 3.0 3.3 1.8 2.3 3.0
GDP Deflator 1.7 0.6 2.0 1.6 2.2 1.4 1.7 2.0 1.7 1.5 1.7

Percent Changes except where indicated Updated March 14, 2014
*2013-2014 changes expressed as q/q seasonally adjusted annualized rates

2014 
Forecast

2013 Actual 2014 Forecast 2012 
Actual

2013 
Actual



Global Macroeconomic Outlook
GDP and Mfg Industrial Production

Real GDP Qtr 1 Qtr 2 Qtr 3 Qtr 4 Qtr 1 Qtr 2 Qtr 3 Qtr 4
act act act act f f f f

United States 21.8% 1.1 2.5 4.1 2.6 1.3 2.4 2.3 2.8 2.8 1.9 2.4
Brazil 3.5% 0.0 7.5 -2.1 2.8 1.0 1.8 3.6 3.4 1.0 2.3 2.0
Europe
     EU-28 24.8% -0.2 1.6 1.2 1.7 1.3 1.4 1.6 1.6 -0.4 0.1 1.5
     Eurozone 18.4% -0.9 1.3 0.6 1.1 0.8 1.3 1.3 1.6 -0.6 -0.4 1.1
China* 10.3% 7.7 7.5 7.8 7.7 7.2 7.1 7.1 7.0 7.7 7.7 7.1
Japan 8.3% 4.5 4.1 1.0 0.7 3.5 -2.2 2.0 1.2 1.4 1.5 1.3
India* 2.7% 4.8 4.4 4.8 4.7 4.6 4.7 4.7 4.8 5.2 4.7 4.7
World 71.4% 2.4 3.9 2.5 2.8 2.9 1.9 3.1 3.0 2.1 2.2 2.7

Manufacturing IP Qtr 1 Qtr 2 Qtr 3 Qtr 4 Qtr 1 Qtr 2 Qtr 3 Qtr 4
act act act act f f f f

United States 16.1% 4.8 1.5 1.7 4.8 1.1 6.6 3.1 6.4 4.4 2.9 3.5
Brazil 2.8% 9.4 1.0 -6.7 -2.9 3.4 4.0 7.0 7.0 -2.8 1.6 1.5
Europe
     EU-28 17.9% 0.9 3.2 1.7 3.1 2.6 2.3 3.1 3.1 -2.3 -0.4 2.7
     Eurozone 12.7% 0.7 3.3 0.2 2.6 2.8 2.5 3.1 3.3 -2.7 -0.7 2.5
China (Alt IP)* 21.0% 8.7 6.7 9.0 9.9 6.4 7.0 7.0 6.8 5.8 8.5 6.8
Japan 9.8% 2.7 5.9 7.0 7.4 6.5 -0.7 3.8 3.4 0.2 -0.6 4.8
India* 2.3% 3.1 -1.1 1.1 -2.0 0.9 4.2 3.0 4.2 0.6 0.4 3.0
World 69.9% 3.5 3.7 3.7 5.2 3.6 3.3 3.7 4.6 1.5 1.5 3.9
Percent changes at seasonally adjusted annual rates, using market exchange rates Updated March 28, 2014
*  China, India are y/y rates

2014 
Forecast

2012 
Actual

2013     
Actual

2014 
Forecast

2013

2013

2014

2014

2013     
Actual

2012 
Actual2011 Share of 

World GDP

2011 Share of 
World Mfg IP



Key Points on Global Economy
• Right now – discerning the impact of winter weather

• US/Can – severe winter holds back production, employment, transport
• Boosts utilities, energy production and prices

• Europe – mild winter is a tailwind
• In April – will N bounce back? Could policymakers misread?  

• BRIC/EM geopolitical risks adding to financial risks
• Russia/Ukraine Venezuela           Syria
• China slowdown; vulnerable India, Turkey, South Africa

• Construction, capital goods and vehicle markets
• US construction data showing hints of strength, especially in non-resi
• Capital goods orders gaining ground in NA, EU after soft summer & fall
• Light vehicles rebounding in Europe, weather stall in US
• Heavy duty truck market picking up substantial momentum

Satisfactory 2014 economy, better yet for manufacturing

Updated:   April 02, 2014
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