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Automation market vs. other indices

Major indices comparison

Y-o-Y Growth {%4)
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2015 summary — Industrial automation
Motors & Generators Discrete Controllers Rotary Products
2015 Equipment Revenue
Process Control Linear Products

$17.0 billion
Automation Equipment Switchgear

$24.1 billion

Motor Controls

Motors & Motor Controls

° 25.4%  Power Transmission Equipment

2015 Regional Sales Growth 2015 Market Drivers

Global GDP
0
2.5% Growth 42.3 /0
IAE Sales into
Discrete Manufacturing

Machinery Production

2.9% Growth

42.5%

Capital Expenditure IAE Sales into
-3.2% Decline Process Manufacturing
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Process markets pulling down industrial automation growth

« Capex spend on automation equipment
IS expected to decline 3.2% in 2015,
pulling down overall growth of in the
market.

$20,000m
$18,000m
$16,000m
$14,000m
$12,000m
$10,000m
$8,000m
$6,000m
$4,000m
$2,000m
S00m

T
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Automotive

Cement & Glass
Chemical

Food & Beverage

Metal Processing

Oil & Gas

Pharmaceuticals

Power

Pulp & Paper

Water & Wastewater

Refining & Petrochemicals

Source: IHS © 2015 IHS
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Typically high growth
machinery markets
posting slower growth

Food & Beverage Machinery Production by Country
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Source: IHS
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Germany e US
== China e Japan
Overall Food & Beverage
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* Food & Beverage & Packaging Machinery

The growth in population across much of the US has
stalled and in some cases is decreasing slowly.
Growth of packaging machinery and food &
beverage will continue in regions with strong
population growth or increasing household income,
but is slower due to general economic slowing.

Figure 1.2 - US Packaging Machinery Shipments by Industry Sector, 2014 and 2019

s |

5 . . )
g Household, Industrial & Agricultural Chemicals -
U) -
2>
0 _— )

Personal Care, Toiletries & Cosmetics -
2

Pharmaceuticals -
Other End-User Sectors FI
0 1,000 2,000 3,000 4,000
Revenues ($M)
12014 12019

Source: IHS ©2015 IHS
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Industrial automation — Challenges and opportunities

» Challenges
« Collapsing commodity demand
» Overcapacity continues from 2013
o Stock market correction; impact on industry
e China slowdown

» Digitalization — cyber security, software, integration

e Opportunities
* Robotics as low cost labour alternative
* High-tech sectors continue to perform well
« Smart manufacturing (lloT) — move to services and software

» Decentralized intelligence — local and automated decision making

© 2015 IHS. ALL RIGHTS RESERVED. 6
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US defense budget 20-year profile

USA Defense Budget 2001-2020

800
700
600
500
400 -
300 -
200 -
100 -

0 -

USD Billions (2015 $)

 DoD Budget has a 1.4% 5-Yr CAGR overall
 Base Budget 5-Yr CAGR is 2.5%, but OCO CAGR is -10%

US DoD Budget > USD8.6 Trillion Since 9/11, but OCO Is Decreasing
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US defense budget profile
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» Defense % of GDP decreasing: 4.8% in FY10 - 3.0% in FY18
« USD172 billion FY14 investment smallest in a decade — result of sequester
e Investment increasing y-o-y from FY14 to FY19 (32.6%) at 1.1% CAGR

US Defence Budget Essentially Flat from FY13 to FY18 in Real Terms

© 2015 IHS. ALL RIGHTS RESERVED. 8



DoD budget by mission category

FY16 Total Base Modernization Accounts
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Cyber $5.5B
USD177.5 billion (Current $) distributed
throughout FY16
S&T RDT&E Aircraft PBR
$12.38 $48.8B

in USD billion | Base Budget
Mission Weapons Category / Mission Area| FY15 | FY16 | Delta %
Support Aircraft & Related Systems 40.0 48.8 22.0%
$47 4B Shipbuilding & Maritime Systems 22.0 25.6 16.4%
’ \ Ground Systems 6.3 8.2 30.2%
26.7% Missiles & Munitions 9.0l 119 322%
Missile Defense 8.2 8.8 7.3%
Space-based Systems 7.2 7.1 -1.4%
C4l Systems 6.6 7.4 12.1%
14 4% Mission Support 43.1 47.4 9.9%
S&T RDT&E 11.5 12.3 7.0%
\ Total 153.9( 177.5 15.3%

C4l Systems Sr_u_pbundlng &
$7.4B Maritime Systems
' 25.6B
Space-based $
Systems  Missil Missiles & Ground
218 ISslle ISS.I .es Systems
$7. Defense  Munitions $8.2B
Source: HS Jane's Defence Budgets $888 $1 1 gB ©20151HS
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Transportation — Still a hot opportunity?

Industrial Production Index & Growth Rate
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Summary and guestions

IHS End Market Update - Embedded / January 2016 IaS.

e Challenging MP and CAPEX environment; opportunity
with smart manufacturing

e DoD budget has a 1.4% 5-Yr CAGR overall (although
declining OCO)

e Good FY16 growth in military ground systems,
missiles & munitions and aircraft spending; $13.6
billion combined increase from FY15

e Industrial production — declining marine index from
2016 to 2020; growth percentage for aerospace
Increasing to 2020 (flat spot in 2016)

Questions....Thank you!

© 2015 IHS. ALL RIGHTS RESERVED.
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IHS Customer Care:

Americas: +1 800 IHS CARE (+1 800 447 2273); CustomerCare@ihs.com
Europe, Middle East, and Africa: +44 (0) 1344 328 300; Customer.Support@ihs.com
Asia and the Pacific Rim: +604 291 3600; SupportAPAC@ihs.com

COPYRIGHT NOTICE AND DISCLAIMER

© 2015 IHS. All rights reserved. No portion of this presentation may be reproduced, reused, or otherwise distributed in any form without prior written consent of IHS. Content reproduced or redistributed with IHS permission must display IHS legal notices and attributions of authorship. The information contained herein is from sources
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