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Behind the Deal: Anixter & HD Supply
Power Solutions sale expands Anixter’s core, sharpens HD Supply’s focus
Anixter International Inc. recently announced
it would acquire HD Supply’s Power Solutions
division, one of its core lines of business. This
article looks at how the $825 million deal benefits both companies.
By Eric Smith
The roots of Anixter International Inc.’s acquisition of the Power Solutions division of
HD Supply Holdings Inc. for $825 million
trace back to strategic planning meetings the
Glenview, IL, company held over the past few
years. During those meetings, Anixter’s management team identified a pair of gaps in the
company’s electrical business and brought
those findings to the board, according to
President and CEO Bob Eck.
First, the company lacked breadth in its
electrical and electronic wire & cable business. As a specialty distributor in that product
line, Eck says, Anixter had been “really good
at identifying specifications for products that
support a specific requirement a customer has
and providing supply chain services around
that,” but Anixter hadn’t been able to gain
traction in a significant part of the market –
mid-size construction projects.
Anixter was capable of meeting customers’ needs for smaller day-to-day orders while
also satisfying the demands of larger industrial
projects, Eck says, but company executives
recognized that wire and cable wasn’t substantial enough in total spend for customers
working on mid-sized projects to break it out
separately from the electrical package. That
meant customers would buy their equipment
and their wire and cable from one source –
and Anixter wasn’t equipped to be that onestop shop.
Anixter’s second gap was in the utility business. Eck says the company had been losing

market share to companies with a broader offering, particularly in the utility MRO space, as
well as in transmission and distribution. With
the economy finally on the upswing with projects roaring back to life, the company decided now was the time to bolster that platform.
“We believe that we’re in the early stages of a capital investment cycle in the utility
market in the U.S., particularly, and we wanted
to address the weakness in our utility business and take advantage of that capital spend
cycle,” Eck says.
Addition by Subtraction
As Anixter looked to fill gaps in its business,
HD Supply, Atlanta, GA, was looking to simplify. When the company sold its Hardware Solutions division to The Home Depot in December, four core businesses remained: Facilities
Maintenance (FY14 revenue of $2.5 billion);
Waterworks ($2.4 billion); Power Solutions
($1.9 billion); and White Cap ($1.5 billion).
But shedding one business and keeping
those four didn’t move the needle enough.
And while divesting Power Solutions meant
losing nearly a quarter of HD Supply’s annual
revenue, proceeds from the sale would offer
more flexibility for the company to reduce
debt.
“If you look at the strategic rationale for
the transaction for HD Supply, at the highest
level it allows us to enhance our business
mix, and it will accelerate our capital structure
strategy,” says President and CEO Joe DeAngelo. “We’re in the process of evaluating the
precise application of the proceeds, but we
intend to be able to utilize them entirely to
reduce debt.”
Power Solutions made the most sense as
the odd division out, DeAngelo says, because
“the other three all have established clear No.

1 positions in their space.” In other words,
Facilities Maintenance, Waterworks and White
Cap segments faced less threatening competition in their space than Power Solutions did,
particularly on the low-voltage side.
“There are some formidable global players that have billions and billions of dollars of
market share out there,” DeAngelo says. “It’s
a very different business aspect on that side,
the low-voltage side. On the high-voltage
side, we were clearly No. 1. Anixter’s strategy
was to be able to extend themselves in the
high-voltage side.”
Build vs. Buy
Anixter debated two approaches to filling
its gaps: building organically or pursuing an
acquisition target that would meet its needs
more quickly.
Organically solving the problem meant
identifying new product lines and suppliers,
hiring and training additional salespeople and
building up the divisions “one customer at a
time,” Eck says. “Or, you can go out and do
an acquisition and accelerate that process of
filling the gaps very dramatically.”
Eck says the company steered away from
organic growth for another reason – some
suppliers maintain a committed channel structure and aren’t looking for additional distribution, particularly in the highly fragmented
electrical space. “There may not have been
enough room for the suppliers to fit us into
their distribution strategy,” he says.
Around the same time Anixter entered full
acquisition mode, HD Supply was entertaining
offers for Power Solutions.
“We always have great incoming interest for all our business models,” DeAngelo
says. “The way I look at it is we have very
differentiated business units. They’re all very
strong, and people would find them attractive
additions to their business. There’s nothing
different in this case. Power Solutions was a
sought-after asset.”
Finally cultivated and inked last month,

the $825 million agreement for Anixter to
acquire Power Solutions means it is adding
$1.9 billion in revenue, $79 million in EBITDA, 200,000 SKUs, 1,800 employees and 130
branches – but the numbers weren’t all that
mattered to Eck and DeAngelo.
Cultural Alignment
Anixter’s pursuit of Power Solutions as an
acquisition target is recent, but its familiarity
with the division predates the formation of HD
Supply. A few years ago Anixter studied some
best-in-class supply chain service providers
as a way to benchmark its own successes and
weaknesses. One of the companies that Anixter analyzed was Hughes Supply Inc., which,
through subsequent acquisitions and spinoffs,
ultimately became the Power Solutions division of HD Supply.
Based on the research it had done on
Hughes – even though this was a different
iteration of the company – Anixter had found
not only the right business fit, but the best
cultural fit, as well.
“We knew the Hughes background, we
knew their reputation for supply chain, we
knew the HD Supply reputation for integrity,”
Eck says. Anixter executives liked what they
saw in the company’s value-add services,
management style and talented employees,
the latter of which was most critical because
“distribution is all about the people.”
That cultural alignment also was important
to DeAngelo, who says during a divestiture
he always makes sure that “our associates are
going to a great home. From day one … it
was a good fit. The cultures were very much a
match.”
“At the end of the day we think this is a
very exciting next chapter of our Power Solutions associates joining Anixter,” he says. “It’s
very complementary relative to understanding
the profit pools of Power Solutions. There’s
nice overlap and adjacency for customers,
suppliers, products, everything that makes a
business work well.”

Not only was Anixter a good home for
Power Solutions employees, “where they
could live to their full potential and execute
to their full potential,” but the transaction
was positive from an HD Supply shareholder
standpoint, DeAngelo says. “We were able
to hit that. We are very, very pleased with the
transaction.”
Moving Forward
Anixter looks different now than it did just a
year ago due to the $420 million purchase of
Tri-Ed that closed last September, the $380
million divestiture of its Fasteners division that
closed this June and this $825 acquisition
of HD Supply’s Power Solutions division that
will close in the third quarter. Despite these
changes, the company’s focus hasn’t changed.
Rather, it has been “sharpened,” according to
Eck.
“There’s nothing wrong with the fasteners
business, but it’s a little bit more of an inefficient working capital and operating model
and a little less flexible than the model in the
datacomm and security and electrical businesses,” he says. “That challenge brought
a lower return on capital investment, so we
made a decision to reallocate the capital away
from the fastener industry and into our electrical and security businesses where we think

there’s a better chance to achieve the kind of
return on invested capital we do across the
rest of the business.”
DeAngelo calls the deal mutually beneficial, saying, “it was a good match for them
and good divestiture for us.”
“If you look at us going forward, our
business is going to change but our strategy won’t,” DeAngelo says. “Our strategy is
an organic growth strategy. We execute five
growth plays: selling more to existing customers; introducing new products and services;
expanding channels to reach customers via
catalog and Internet mobility; acquiring new
customers; and opening new locations.
“This is a transformational transaction for
us. It positions us to get faster and better.”
Anixter also sees the deal as transformational, yet different from typical industry
consolidation in that it perfectly aligned the
needs of the two companies involved without
one sacrificing too much.
“Each one of us is good at something different, and when you put them together it becomes extremely powerful,” Eck says. “It’s not
so much consolidation or a market share build
opportunity. It is an opportunity to augment
our capabilities as a combined organization.”
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Strive to be Proactive with Inside Sales
Too many distributors’ inside sales teams remain reactive
A joint MDM-Real Results Marketing survey
revealed that inside sales teams struggle in
balancing proactive and reactive sales activities. This article examines how distributors
can streamline those activities to make their
inside sales teams more effective and increase
revenue.

the skill sets of these two groups are entirely
different.
The term “inside sales” can encompass a
variety of activities. Based on the survey results and the activities performed, the majority of respondents’ inside sales teams perform
various presale activities, including quoting
and order entry, as well as after-sale support
activities, all of which are primarily reactive
functions.
As shows in Figure 1 on the next page, 35
percent of respondents said that their inside
sales teams were spending 26-50 percent of
their time doing presales support activities.
Proactive functions such as lead generation,
quote follow-up and proactive outbound
calling were not identified as key activities for
inside sales. In fact, when respondents were
asked to describe their inside sales teams as

By Debbie Paul
Distributors struggle to balance their sales
teams’ reactive and proactive sales activities,
often relying more heavily on the reactive,
according to the results of a joint MDM-Real
Results Marketing survey. This results in very
little outbound calling or lead generation activities for blended inside sales teams.
As in the 2014 survey, the challenge of
getting reactive individuals to become proactive is difficult to overcome, primarily because

Figure 1: What percent of time do your inside salespeople spend on the following activities?
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Figure 2: Rank the importance of the Top 5 Inside Sales Activities
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mostly proactive or mostly reactive, 75 percent described their teams as mostly reactive.
Inside sales teams were organized in two
key ways: centralized or decentralized, with
56 percent of teams centralized at either the
headquarters or a branch and 41 percent
decentralized among various locations. The
preference for centralization was to enable
consistent training, coaching and team support, while the pluses for decentralization included the ability to tap into local sales talent
and better geographic team support. Some
of the challenges with decentralization included lack of consistent training and processes
utilization.
Respondents ranked the importance of
various functions that related to profitability
and other inside sales activities, as show in
Figure 2. The top response, at 53 percent,
was providing an excellent level of service,
which aligns with the reactive activities and
skill set profiles cited by the respondents of
the survey. The second most important activi-

ty was to grow sales and profit (36 percent).
While an excellent customer experience
may sustain wallet share, it won’t always help
to grow incremental sales. This typically requires a more proactive approach.
When asked about how their inside sales
teams were measured, respondents’ answers
varied (Figure 3). Measuring gross profit dollars along with specific order entry quality and
quantity measurements were most cited, while
17 percent of respondents didn’t have any
measurement at all.
Measurement is key to inside sales because this group is in constant contact with
customers, and even a twice-monthly session
can ensure a quality experience. It is important to balance the reactive measurements
with the proactive measurements, which is a
challenge, if the inside team is primarily reactive.
When asked about what additional training
respondents wanted to see for their inside
sales teams, 73 percent wanted their teams to

have more sales training. The challenge with
achieving this goal, however, is the majority
of the activities currently performed by inside
sales teams are reactive – primarily customer service related. Proactive sales may be in
direct conflict with the skill set of a reactive
individual, who is not likely to excel in sales
activities.
Meanwhile, 58 percent of respondents
wanted training on handling difficult situations
and 55 percent wanted to see additional technical training.
When asked about the effectiveness of
their inside sales teams, 62 percent of respondents felt their teams were very effective
or effective, 36 percent felt their teams were
somewhat effective and 3 percent felt their
team was not effective at all. This is a reflection of the general desire of respondents
to have their teams be more sales oriented.
When asked what the biggest challenge for
the inside sales team was, more than 50 percent of respondents cited lack of proactivity
and a lack of time to perform sales activities.
The most effective avenues for inside
sales training were informal coaching sessions
(57 percent), team members doing on-thejob training (56 percent) and formal training
sessions with a manager (56 percent). Online
training was not as popular at 26 percent.
Dichotomies exist throughout the survey.
While the desire to be reactive and provide an
excellent customer experience was combined
with the desire to be more sales oriented,
the skill sets of an individual who is capable
of providing an excellent reactive customer
experience is the polar opposite of the individual who excels in selling.
Managers can’t expect a reactive inside
customer service person to be an excellent
salesperson. It is realistic, however, to train
inside sales people to exploit inbound transactions through cross-selling. One of the
main complaints that distributors have is that
customers don’t know the breadth of their
product lines. Customers think about dis-

tributors in a very narrow way, but once they
understand the additional product lines their
distributor carries, additional sales opportunities arise. The inside sales rep, through their
relationships and contact with customers, can
be a key avenue to get customers to understand product breadth.
If companies want to increase sales in a
more proactive way, they should consider creating a separate group of individuals (or even
just one person) who is responsible for growing customer sales and generating leads on a
strictly proactive basis.
Figure 3: How do you measure the
effectiveness of your inside sales team?
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About This Survey
This research was conducted by Modern
Distribution Management and Real Results
Marketing. It included an online survey
taken by 337 participants across a variety
of distribution and manufacturing sectors.
The majority of respondents to the survey
were distributors (69 percent) vs. manufacturers (21 percent). More than half of the
respondents have 10 or fewer branches,
nearly a third have 10 to 100 branches and
13 percent have more than 100 branches.

Top Trends for 2016
Opportunites abound in the uncertainty
This article, based on the 2015 MDM Industry
Outlook Survey, outlines and analyzes key trends
and issues affecting how distributors will do business in 2016.

But other respondents see opportunity in
the gloom. “(It’s a) challenging market, yet
look to take market share,” a safety distributor
noted in the survey.
Some of the continued headwinds have
By Eric Smith & Jenel Stelton-Holtmeier
been around long enough for many distributors and manufacturers to have incorporated
Optimism was relatively high for the second
the new levels of “normal” into their operahalf of 2015, but as the year marched on, the tional strategy. New investment in oil patches
outlook waned and distributors saw sales sag has dried up, but operations continue and
and optimism wither.
shutdowns appear to have stabilized someA handful of positive forecasts show the
what. And construction-related businesses
economy turning around in the second quarhave come back to life in recent months.
ter of 2016, but distributors are carrying cauThe declining trajectory for new orders
tion into the new year.
should reverse going into the second quarter
Here is a look at the top 10 trends to
of 2016, according to Alan Beaulieu, presiwatch in 2016.
dent of ITR Economics, at the Power Transmission Distributors Association annual meeting
1. If the economy is so healthy, where are
earlier this fall. And that should translate into
the sales?
improved sales for companies that have inWith unemployment at prerecession levels
vested and prepared for growth.
and U.S. GDP continuing its upward trajectory,
The MAPI Foundation forecasts manufacthe U.S. economy seems to be on relatively
turing production growth of 2.6 percent in
strong footing. Earlier this month, the Federal 2016 and 3 percent in 2017.
Reserve raised the federal funds interest rate
for the first time in nearly seven years, a re2. Opportunities for strategic investment
flection of “the Committee’s confidence that
will be plentiful.
the economy will continue to strengthen,”
While expectations for economic growth have
Fed Chairwoman Janet Yellen said.
been dampened, a number of respondents
But even with the positive signs, uncersee great investment opportunities in several
tainty about the economy – domestic and
areas of their companies. Respondents remain
global – continues to rein. Crude oil prices are focused on finding efficiencies throughout
hovering near 10-year lows, and while most
their operations and cutting costs, but they
analysts don’t believe it will stay that low, no
are being more strategic about where those
one can say with certainty when they will rise. cuts are made.
And the effects have rippled across the indusAs one manufacturer noted in the survey:
trial space.
“We believe we have to focus on product
As one respondent to the MDM Industry
cost and production efficiencies. People and
Outlook Survey said: “Many of the economtechnology costs are necessary, so reductions
ic indicators are not encouraging and the
have to come in other areas.”
economy domestically and globally feels very
Technology investment remains a top
fragile.”
priority going forward, with 55 percent of

respondents indicating that they are already
in the process of upgrading their technology
platforms and an additional 19 percent planning to do so by the end of 2016.
E-commerce, once again, was identified
in the survey as one of the top technology
investment targets. More distributors are improving their online presence – and they will
continue to do so as customers demand this
type of service.
Distributors are also planning investment
in customer relationship management software to improve customer follow-up and to
improve communication between team members.
Distributors plan to expand their footprints
and several programs to increase market
share. And they’re investing in training for
employees to improve productivity.
Right now money is still cheap and accessible for good companies. But it won’t stay
that way forever. The Fed indicated it will likely raise interest rates more throughout 2016,
which means the time to invest is now.
3. Digital divide will continue to grow.
Those that invest in technology will reap the
rewards; those that don’t will struggle as
buying behaviors continue to shift. According
to Demand Gen Report’s 2015 B2B Buyer’s
Survey, the Web is consistently one of the first
places B2B buyers go to when looking for a
solution. And they’ve become more sophisticated about what they’re looking for.
In a recent MDM survey on digital partnerships, 21 percent of distributor respondents
said they had no or minimal exposure online.
These companies may be able to continue
serving their existing client base well, but
challenges will arise when they try to grow
their base. Customers aren’t just looking for
product anymore; they’re looking for information.
If your company isn’t on the Web, you’re
not going to be considered as a source for a
solution. B2B buyers that do find a company’s

website want information first, followed by a
logical process to complete a sale.
While the technology shift has been happening for years, it isn’t a gradual process;
it’s perpetual. As one Industry Outlook survey
respondent noted: “We are doing all of these
(technology investments), but they are never
really ‘done.’” Technology continues to evolve
at a rapid pace. 3-D printers are already being
used in various industries, including aerospace
and medical devices, and investment in the
Internet of Things is growing.
With these changes, expectations of what
distributors can provide their customers and
how will also continue to change.
But there are still hurdles many distributors
and manufacturers struggle to overcome. But
for the first time in this survey, money isn’t
one of the top technology challenges among
respondents. People, integration and speed
of change topped the list this year.
Distributors also face a new challenge:
channel creation. Historically, they’ve viewed
themselves as a channel, says Mark Dancer,
author of the NAW book Becoming a Digital
Distributor. They haven’t had to focus on creating channels, which is what e-commerce is.
As a result, it requires a mind shift in addition
to investment.
4. Distributors must highlight value as industry evolves.
Rampant M&A activity across distribution –
and even manufacturing – was among the
top industry concerns in the MDM Industry
Outlook Survey as deals grow in number and
volume.
Consider a few of the mega transactions
that 2015 delivered across different sectors:
Air Liquide paid $10.3 billion for Airgas Inc.;
The Home Depot paid $1.6 billion for Interline
Brands Inc.; Beacon Roofing Supply Inc. paid
$1.1 billion for Roofing Supply Group; and
Anixter International Inc. paid $825 million for
HD Supply’s Power Solutions division.
These merged distribution giants have

added scale to their sales and analytics teams,
geographic coverage and even e-commerce
offerings – all with the goal of taking market
share.
In addition to more powerful competitors,
distributors face an Internet that has made it
easier for customers to do their own research
on products and application, according to
Bernard Martin, president and founder, Rapid
Production Marketing
That means distributors have to bring
something more to the relationship. “There’s
more demand for alternatives – new solutions,
new products,” Martin told MDM earlier this
year. “Something that will do it better or in a
different way, that’s the value.”
To combat emerging threats, independent
small- and mid-sized distributors must constantly reinforce their value. That is especially
true in today’s “era of the customer,” as Ryan
Estis told the Power Transmission Distributors
Association Industry Summit attendees.
Customers are empowered by the choices they have, even in a B2B environment, so
distributors must be mindful of this as they
look to promote their value proposition.
Estis’ advice: embrace continuous reinvention; brand the customer experience; unleash
human potential; be a culture champion; and
take action now.
5. Look for more focus on core business.
Seven years ago, HD Supply CEO Joe DeAngelo told MDM the company was through
selling off divisions. That wasn’t true, of
course, but HD Supply’s subsequent divestitures – including Hardware Solutions at the
end of 2014 and Power Solutions earlier this
year – made perfect business sense as the
company looked to sharpen its focus.
When last year’s decision to divest Hardware Solutions didn’t move HD Supply’s profitability needle enough, DeAngelo said, the
company needed to shed more overhead for
flexibility and debt reduction.
“If you look at the strategic rationale for

the transaction for HD Supply, at the highest
level it allows us to enhance our business
mix, and it will accelerate our capital structure
strategy,” DeAngelo told MDM following its
$825 million sale of Power Solutions to Anixter International Inc.
Just as HD Supply made significant moves
in recent months, other companies are shedding divisions to streamline their operations
and help them focus on their core businesses,
bringing another twist to the industry’s ongoing consolidation story.
European building materials supplier SaintGobain agreed to sell its distribution business
Norandex to roofing and siding products
distributor ABC Supply Co. Inc. Emerson spun
off its Network Power business to streamline
its portfolio, drive growth and accelerate value creation for shareholders.
Rexel agreed to sell its Latin America
operations to Sonepar, part of Rexel’s previously announced disposal plan to reallocate
resources to its most profitable activities.
And before buying Power Solutions, Anixter
agreed to sell its OEM supply – fasteners
segment.
As consolidation continues across the industry – a perennial concern for distributors –
look for similar deals to occur. CEOs will hone
in on what their companies do well and divest
or spin off anything remotely counterproductive.
6. Talent remains top most pressing concern.
One of distributors’ biggest business concerns
in recent years – “finding good people,” as
many respondents phrased it in the MDM
Industry Outlook Survey – isn’t going away in
2016. Companies will continue struggling to
attract young workers, and serious questions
remain about the industry’s ability to address
the growing talent gap.
The talent issue is spread across three areas of HR: recruiting, retention and succession
planning. Distributors can’t fill open positions.

If they do, they worry about losing quality employees to another industry. And they aren’t
doing enough to groom the next generation
of leaders.
“You’ve got to have people that will fill the
bench,” Skip DeVilling, president of DeVilling
& Associates LLC, told MDM earlier this year.
“People are starting to see that. They start
looking ahead and see a VP or sales manager that’s on the brink of retirement, and they
realize they have no bench.”
Associations are calling attention to the
workforce shortage by hiring speakers to present talent recruitment and retention strategies
at conferences and through initiatives that
expose college and even high school students
to distribution, but companies can’t rely solely
on associations to find new salespeople, analytics specialists or management trainees.
They can, however, empower their HR
departments to actively recruit. They can
look outside the industry and train qualified
candidates on distribution. And they can try
a unique approach, such as partnering with a
college distribution program – or even starting one if it doesn’t exist at a nearby school
– to get in front of students before they make
their career choices.

most notably sales, according to Karin Bursa, vice president of marketing for Logility, a
supply chain management company. But, she
says, even smaller, regional distributors need
to prioritize their supply chain operations because “all business is global these days,” she
told MDM earlier this year.
Dittman’s advice for managing disruption:
identify the possible supply chain risks; create a list of everything that could cut supply;
prioritize the risks; and create a contingency
plan that would keep the supply chain moving
or at least return it to operation quickly should
one of these risks occur.
“Companies have to develop their own
strategies for some of these things and often
they don’t,” says Cliff Lynch, a logistics and
supply chain consultant and the owner of C.F.
Lynch & Associates. “They assume it’s going
to be a perfect world. I think companies need
to develop a contingency plan. What if your
carrier goes out of business? What if there’s a
natural disaster?”

8. Logistics will provide opportunity and
obstacles.
2016 will be a landmark year for logistics.
The opening of the expanded Panama Canal
will give companies more options for moving
7. Building a better supply chain becomes
goods around the globe, while a truck driver
critical.
shortage in the U.S. coupled with escalating
Supply chain disruptions are happening at a
technology disruptions could present signifirapid rate and show no signs of slowing down. cant pain points, according to respondents in
That made improving supply chain commuthe MDM Industry Outlook Survey.
nication and integration in 2016 a focal point
Once the Panama Canal accepts wider
for respondents in this year’s MDM Industry
cargo vessels and doubles capacity, some
Outlook Survey.
trans-Pacific container traffic could be rerout“A company’s overall financial health, their ed to places like New Orleans, LA; Norfolk,
shareholder value, is highly dependent on an VA; and others. Still weary from the most
efficient supply chain,” Paul Dittmann, execu- recent West Coast port slowdown, shippers
tive director of the Global Supply Chain Insti- might send more cargo to East Coast ports,
tute at the University of Tennessee-Knoxville, which would have a profound effect not only
told MDM earlier this year.
on companies’ supply chains but also on the
Wholesale distribution executives don’t al- U.S. economy.
ways consider supply chain risk because they
The increase of cargo volume on the East
are focused on other aspects of the business, Coast will be the equivalent of “building a

port roughly double the size of the ports in
Savannah, GA, and Charleston, SC,” according to a report from The Boston Consulting
Group and C.H. Robinson.
Another factor with wide-ranging logistics
implications is the truck driver shortage, which
is forcing transportation companies to drastically raise wages for truckers. And that will
drive up costs for companies across the supply chain, according to a report in The Wall
Street Journal.
Coupled with signing bonuses and other perks, truck drivers’ rising wages will get
passed along to customers – including distributors, manufacturers and logistics firms
– moving their goods along the supply chain.
The American Trucking Associations estimates
the shortage of U.S. truck drivers has risen to
nearly 48,000 and could increase because of
“industry growth and a retiring workforce.”
Also look for Amazon to further disrupt
logistics and distribution. The company is
considering a crowdsourced delivery system
where people sign up to make deliveries the
same way they sign up to shuttle passengers
through Uber or Lyft. On a much broader
scale, the company is in talks to buy a fleet of
Boeing 767 cargo jets for package delivery,
according to reports.
Meanwhile, the Internet of Things and
wearable technology will drastically alter the
ways companies move goods around a warehouse and around the world.
9. Aggressive regulatory environment hampers growth.
The regulatory climate was one of the top
concerns raised by many distributors and

manufacturers in the 2016 Industry Outlook
Survey. One industrial distributor described
the environment as “hostile to business and
getting more complex, expensive and risky
(too many regs, too nebulous and subject to
interpretation).”
At the recent annual meeting for Heating,
Air-conditioning and Refrigeration Distributors
International, Talbot Gee, the association’s
CEO, noted that its distributor members
would face 36 separate new rules from the
Department of Energy, rules that will have a
$76.6 billion impact on the industry.
It’s not all bad news, however. The funding
bill passed by Congress this month included
many provisions that are viewed as beneficial
to small businesses, including extension of
credits of research and development.
10. Contentious election cycle causes
business jitters.
The competition for who will be in a position
to be elected the next U.S. president is in
full force. The election is important for several reasons. The president has the power to
appoint new heads to regulatory committees,
and as a result, change the regulatory climate.
But in the year before that change, the
broader impact may be the “jitters” and “distraction” caused by the contentious races, as
respondents noted. Nothing candidates say
as part of the campaign cycle will change the
rules of doing business, but some business
leaders may still hold back on investments or
business changes because of uncertainty.
In addition, the contentiousness may
dampen consumer confidence and spending.

n

MDM-Baird Distribution Survey

2016 a Turning Point?
Distributor revenues make slight rebound as headwinds lessen
Robert W. Baird & Co., in partnership with
Modern Distribution Management, conducted
a survey of more than 600 distributors and
manufacturers to gauge business trends and
the outlook for the distribution industry in diverse sectors. Here is a summary of first-quarter results and distributor and manufacturer
expectations for the remainder of 2016.
By Eric Smith
Buoyed by mild winter weather and easing
headwinds, distributors’ revenue trajectory
made a small but significant turn in the first
quarter, according to the most recent MDMBaird Distribution Survey.
1Q16 Revenues: -0.1%

1Q16 Pricing: -0.3%

2Q16/2016 Revenue Outlook: +1.5%/+2.2%
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1Q16 Revenue Growth by Geography

O

Excluding acquisitions, distributors averaged -0.1 percent revenue growth in the first
quarter, marking the second consecutive quarter of negative growth. Though respondents
projected 2.6 percent growth for the period,
the upward shift from -0.6 percent revenue
growth in the fourth quarter of 2015 bodes
well for an industry reeling from a host of
pressures.
Ongoing strength in building products and
modest improvement across other sectors has
sparked cautious optimism among distributors, who now project 1.5 percent revenue
growth in the second quarter and 2.2 percent
revenue growth for 2016.

Inventory Levels, Historical and Expected
In the first quarter, the Northeast, West
and Midwest were the strongest regions in the
U.S. The South’s negative results, however,
were enough to put a drag on gains made
elsewhere. Canada and other international
regions saw negative revenue growth due
primarily to exposure to energy.
Pricing also contracted further in the first
quarter, registering -0.3 percent. Though
many industrial commodities saw near-term
bottoms, pricing is down significantly compared to a year ago due to “lackluster demand in industrial/commercial markets and
Only 26 percent of respondents reported higher inventory levels
heightened competitive conditions,” accord- in the first quarter, and about the same decreased inventory
levels. This translates to inventory levels being roughly flat on a
ing to the survey. Pricing across geography al- sequential basis and counter to normal seasonal trends. Looking
most mirrored revenue growth with the South forward, 32 percent of respondents expect to increase inventories
sagging because of energy exposure, though in the second quarter, down from the 36-37 percent seen over the
two years and an indication that distributors are operating
Canada’s pricing benefited from a strong U.S. past
more “hand to mouth.”
dollar.
Current and Expected Revenue and Pricing Levels by Sector
1Q16
1Q16
Sales Pricing
Change Change

2Q16
2016
Sales
Sales
Forecast Forecast

Building Mat/Lumber

5.0%

0.1%

4.6%

3.9% Growth 2.5% above forecast, buoyed by mild weather

Cutting/Mtlwkg Tools

-2.6%

-0.3%

1.6%

0.2% Revenue declines consistent with mid-40s MBI readings

Datacomm

3.0%

-1.2%

3.2%

1.9% Revenue growth unchanged q/q (4Q15 also +3%)

Electrical

0.5%

0.3%

2.4%

3.1% Commercial construction (+), Industrial trends (-) diverge

Fasteners (OEM)

0.0%

-0.3%

2.2%

3.0% Roughly flat revenue growth mirrors 2H15 trends

Gases/Cylinder Rental

2.1%

1.7%

3.9%

3.9% Pricing gains supported by New Year price increases

-3.7%

0.4%

0.1%

3.9%

1.6%

4.7%

4.4% Favorable 14-SEER mix increases pricing

Mech/Power Trans

-0.1%

-0.7%

0.2%

2.6% Trends normalized vs. -10% revenue growth last quarter

MRO - Industrial/Mfg*

-1.5%

0.5%

1.3%

1.7% Revenue growth no better than +1% over the past year

MRO - Non-Mfg*

3.7%

0.3%

5.2%

6.6% Third straight quarter of approximately +4% revenue
growth

Plumbing

4.5%

1.8%

5.2%

6.0% Sharp inflection vs. negative revenue growth in 4Q15

Pool & Spa

4.3%

2.0%

5.0%

3.0% Revenue growth in line with +4.5% seen over past year

Hoses & Accessories
HVAC

PVF - Ind & Energy

-0.5% 3rd straight quarter of 4-5% revenue decline

-8.7%

-0.4%

-4.2%

1.9% Energy-driven high-single-digit revenue declines persist

PVF - Water & Sewer

3.9%

0.2%

4.1%

3.2% Mid-single-digit growth for first time since mid-2014

Roofing

2.8%

-0.5%

2.5%

2.6% Residential volumes slightly outpaced commercial again

Safety

-0.1%

0.9%

1.8%

2.5% +1% outperformance vs. Industrial MRO over past year

Welding Hardgoods

-0.2%

-0.1%

1.3%

2.1% Internet-based price competition continues to grow

Overall

-0.1%

-0.3%

1.5%

2.2%

*For MRO, manufacturing includes industrial & manufacturing end-markets; non-manufacturing includes institutional, hospitality and other non-manufacturing end-markets. Jan-san results are included in these categories.

Among the 19 product sectors, respondents in the building products and facilities
maintenance category performed well in the
first quarter. Lumber and building materials
posted the strongest revenue growth at 5
percent. This sector is expected to dip slightly
in the second quarter, with projected revenue
growth of 4.6 percent, and to continue downward with a 2016 forecast of 3.9 percent.
Rounding out the top five were plumbing
(4.5 percent), pool & spa (4.3 percent), and
HVAC and PVF – water & sewer (3.9 percent
each). Respondents project plumbing to
grow 6 percent in 2016, HVAC 4.4 percent,
PVF - water & sewer 3.2 percent and pool &
spa 3 percent. MRO – non-manufacturing is
forecasted to have the strongest year with 6.6
percent growth.
Seven sectors saw negative revenue
growth in the first quarter: safety (-0.1 percent), mechanical/power transmission (-0.1
percent), welding hardgoods (-0.2 percent),
MRO – manufacturing (-1.5 percent), metalworking/cutting tools (-2.6 percent), hoses &
accessories (-3.7 percent) and industrial/energy PVF (-8.7 percent).
In the industrial supply category, fasteners, the only subcategory without negative
growth, was flat. With demand trends stabilizing at low levels and pricing pressures across
sectors, industrial supply companies finished
with an average of -1.3 percent revenue
growth in the quarter.
MRO – manufacturing hasn’t seen revenue
growth exceed 1 percent in the past year,
while hoses & accessories notched its thirdstraight quarter of -4 to -5 percent revenue
growth.
Respondents summed up the first-quarter
performance with tepid comments, such as
“Things haven’t gotten any worse,” “Economy is still sluggish,” “Business is generally
flat; it’s not bad but very reserved and lacking
excitement or optimism” and “Things are fairly calm, no excitement, but definitely coming
up.”

However, a brighter outlook permeates
most of the category. With the exception of
hoses & accessories, segments expect decent
gains in 2016. Fasteners is projected to lead
the industrial supply category at 3 percent
for the year, followed by mechanical/power
transmission (2.6 percent), safety (2.5 percent),
MRO – manufacturing (1.7 percent) and metalworking/cutting tools (0.2 percent).
“Revenue trends remain uneven” in the
industrial gases category, according to the
survey, with one respondent calling the market “spotty at best.” Gases & cylinder rental
performed above average during the first
quarter with 2.1 percent revenue growth,
while welding hardgoods fell short at -0.2
percent. Both sectors are poised for a better
year, with gases & cylinder rental forecasted
for 3.9 percent revenue growth and welding
hardgoods forecasted for 2.1 percent revenue
growth in 2016.
The Airgas-Air Liquide deal is bringing
mixed channel dynamics, according to survey respondents, who are in agreement that
distributors face short-term opportunities and
long-term challenges. “Initially it could be a
unique opportunity to increase market share
and establish advantages for our customers
to work with independent distributors,” one
respondent said. “Ultimately, however, the
pendulum will swing back to price pressure.”
The building products and facilities
maintenance category remained the industry
stalwart, with its six sectors averaging 4 percent revenue growth during the first quarter.
Growth is forecasted at 4.5 percent revenue
growth in the second quarter and 4.4 percent
in 2016.
Weather benefited some sectors and hurt
others in the first quarter, with one HVAC distributor lamenting flat revenues “due to the
mild winter” and a respondent in the roofing sector calling the weather a tailwind that
helped the “year start out really fast.”
For MRO – non-manufacturing, competitive pressure from the big box and online

distributors is growing as they are “buying
market share with low margin sales,” according to one respondent.
Growth in commercial construction and
softness in the industrial sector gave electrical & datacomm companies moderate to flat
growth. Datacomm revenues grew 3 percent
and electrical 0.5 percent. “The reality is that
construction markets are pretty good, (but)
institutional and industrial are still a drag,”
according to one respondent.
Distributors expect datacomm to peak in
the second quarter at 3.2 percent revenue
growth before decreasing to 1.9 percent for
the year, while electrical should steadily rise to

2.4 percent and 3.1 percent revenue growth
in 2Q and 2016, respectively.
The oil and gas slump continued to hurt
the pipe, valves & fittings category, which
averaged -2.4 percent revenue growth in the
quarter, a number that was dragged down
significantly by industrial/energy PVF’s -8.7
percent decline.
Distributors in this segment remain cautiously optimistic: “1Q was tough across our
industrial end-markets. Refineries and petrochemical continue to defer/delay routine
maintenance work. We’re seeing healthy
quoting activity but are waiting for it to convert into sales.”

P E R S P E C T I V E n Commentary by Thomas P. Gale

Moving the Sales Elephant
A few common themes came out of a great
panel discussion I had the pleasure to moderate at the Association for Hose and Accessories Distribution’s annual convention last
week. At a top level, there’s opportunity to
grow. But as customer industries ebb and
flow, the outlook is very different than even a
few years ago.
I came away from the discussion more
certain than ever that of all the challenges
facing distribution companies today, perhaps
the most important and, at the same time,
toughest change to make is transforming the
sales force – its roles, skills and compensation
plans.
The core of what has defined success for
distributors has been a deep-relationship,
high-service model that creates value for
customers via engineering expertise, product
application, cost saving and problem solving.
That will stay a critical differentiator to nofrills, low-price alternatives. But what must
change is how that value is defined and delivered. Here’s why.
As noted by the NAHAD panel, chronicled
in these pages often and supported by industry benchmarking programs for decades, sales
expense represents the largest percentage of
gross-margin dollars, yet it is the least monitored and managed of any expense. Sales
managers focus on hitting the numbers each
month, and so a typical rep is highly deal-driv-

en and reactive, with incentives driven by
gross margin and not profitability. Behold the
self-directed salesperson that used to define front-line performance excellence in our
industry.
This once-successful model is nearing
its end. And while that doesn’t discount the
value that reps in their 50s and 60s bring, few
companies are proactively addressing the
bridge to the next sales model that most effectively creates customer value and engagement in this era of distraction and alternate
sourcing channels.
The new model is driven by strategy and
data. It is more team- and profit-oriented to
most efficiently allocate resources to target
and grow high-potential accounts. Less than
a third of distributors have some type of CRM
tool; much of the knowledge and intelligence
about accounts, prospects and territories still
resides in the heads of the field sales staff.
It’s difficult to drive change in any organization, and nearly every distribution company
has a seemingly immovable sales elephant
of some form camped out somewhere in the
building. Some managers don’t want to disturb it, others don’t have a clear vision of what
the future state should look like. But the market is changing with or without you. It’s your
role to figure out how to keep the sales elephant – and your company – moving forward.

MARKET SNAPSHOT: Adhesives & Sealants MRO Demand in the United States
Demand of Adhesives & Sealants MRO in the U.S. was $2.7 billion in 2014, according to data from
MDM Analytics. All estimates are 2014 end user demand, in U.S. dollars, including distributor margin.
n U.S. End-User demand of Adhesives & Sealants MRO by region, in millions of $ (2014 estimates)

U.S. Total: $2,745.6 million
Pacific Coast

Northwest Central

Northeast Central

15.0%

7.1%

14.1%

Total.....................$412.0

Total.....................$195.3

Total.....................$388.4

Northeast Coastal
4.9%
Total.....................$135.1

Mid-Atlantic
11.4%
Total.....................$311.9

Mountain States

Southwest Central

Southeast Central

7.7%

13.0%

5.8%

Total......................$210.9

Total.....................$356.4

Total.....................$158.0

South Atlantic
21.0%
Total....................$577.8

n U.S. End-User Demand of Adhesives & Sealants MRO: Top 10 End-Markets
Top 10 end-markets in $ volume, by NAICS code, consuming Adhesives & Sealants MRO (2014 estimates)
Estimated
Consumption

End User

238220

Plumbing, Heating, and Air-Conditioning Contractors

$680.4 million

238320

Painting and Wall Covering Contractors

$358.2 million

236220

Commercial and Institutional Building Construction

$282.9 million

236115

New Single-Family Housing Construction (except For-Sale Builders)

$115.5 million
$111.7 million

238310

Drywall and Insulation Contractors

238130

Framing Contractors

$98.4 million

236116

New Multifamily Housing Construction (except For-Sale Builders)

$57.7 million

811111

General Automotive Repair

$47.4 million

238210

Electrical Contractors and Other Wiring Installation Contractors

$46.2 million

236210

Industrial Building Construction

$41.7 million

This market size estimate was compiled by MDM Analytics, Lafayette, CO.
Learn more about MDM Analytics at www.mdm.com/analytics.

Industrial & Construction Markets Update
HD Supply Sales Up 6% in 2015,
Increases Talent Investment
HD Supply Holdings Inc., Atlanta, GA, reported sales for 2015 of $7.4 billion, an increase
of 6 percent year-over-year. Profit was $1.5
billion, compared to $3 million the prior year.
Fourth-quarter sales were $1.7 billion, up
6.8 percent from a year ago. Profit was $871
million, compared to a loss of $93 million in
4Q 2014.
Fourth-quarter sales for facilities maintenance were up 8.2 percent year-over-year to
$606 million, Waterworks sales were up 3.3
percent to $533 million and White Cap sales
increased 12.1 percent to $399 million.
Investment in talent remains a top priority.
As part of its growth initiatives, the company
on-boarded 100 customer-facing associates in
facilities maintenance, 130 in waterworks and
70 in construction and industrial in 2015.
“We invested in disciplined growth, optimized and infused talent at all levels, improved our business mix with the sale of
power solutions and enhanced our capital
structure by reducing debt and lowering our
cost of capital,” said Joe DeAngelo, president and CEO. “Despite a challenging uncontrollable environment we stayed focused
on what we could control to deliver on our
performance commitment.”
In the fourth quarter, selling, general and
administrative costs increased 8 percent yearover-year, due in large part to training and
recruiting intiatives.
“Our people are the lifeblood of our company,” DeAngelo said. “Our growth investments
enable profitable growth in excess of our
market.”
HD Supply announced plans to open a
leadership development and headquarters
facility in Atlanta in early 2018. The facility will
be used to “recruit and train talent, facilitate
vendor and customer interactions and drive
enhanced functional team collaboration that
extends competitive advantage,” DeAngelo
said.
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Distributor News

Grainger, Chicago, IL, reported sales for February increased
1 percent compared to the same period a year ago. Results
for the month included a 4 percentage point contribution
from Cromwell Group (Holdings) Ltd, acquired Sept. 1, and
a 1 percentage point reduction from foreign exchange.
St. Louis, MO-based Graybar, a distributor of electrical, communications and data networking products, reported sales for
2015 of $6.1 billion, a 2.2 percent increase compared to 2014.
Profit increased 4.2 percent to $91.1 million.
Graybar named Jeffrey Wanner as vice president of sales. He
most recently served as region vice president at Rexel.
Distribution International Inc., Houston, TX, a portfolio company of global private equity firm Advent International, has
acquired 3i Supply Co., Midland, MI, a distributor of mechanical and industrial insulation, fabricated products and insulation
pads.
Lawson Products Inc., Chicago, IL, has acquired Perfect
Products Co., Clinton Township, MI, a distributor of fasteners, bolts, nuts, clips and screws for domestic and imported
vehicles.
HVACR/plumbing distributor F.W. Webb Co., Bedford, MA,
has launched a water works division after acquiring Water
Works Supply Corp., Malden, MA, and Londonderry, NH.
BMC Stock Holdings Inc., Atlanta, GA, reported 2015 sales
of $1.6 billion, an increase of 20.2 percent compared to the
previous year. The company reported a loss for the year of
$4.8 million, compared to a profit of $94 million the prior year.
Fourth quarter sales increased 63.6 percent year-over-year to
$510 million. The company reported a loss of $7.4 million,
compared to profit of $4 million in the prior year quarter.
Veritiv Corp., Atlanta, GA, reported sales for 2015 of $8.7 billion, a 17.7 percent increase from the same quarter a year ago,
on a pro forma basis sales decreased 6.4 percent. The company reported a profit of $26.7 million, up from a loss of $19.6
million last year. For the fourth quarter, sales were $2.2 billion,
down 7.5 percent year-over-year. Profit was $10.1 million, up
from a loss of $14 million in the prior year period.
ParkOhio Holdings Corp., Cleveland, OH, reported sales for
2015 of $1.5 billion, a 6.2 percent increase from 2014. Profit
increased 5.5 percent to $48.1 million. For the fourth quarter,
the company reported sales of $347.4 million, a 6.9 percent

in Houston and Edmonton.

decrease over the same period a year ago. Profit increased 9.3 percent to $11.7 million.
Houston Wire & Cable Co., Houston, TX, reported
sales for 2015 of $308.1 million, a 21 percent decrease
from 2014. MRO sales decreased 18 percent, or 11
percent on a metals adjusted basis, while project
sales decreased 26 percent, or 19 percent on a metals
adjusted basis. Profit decreased 86.3 percent to $2
million. Fourth-quarter sales were $70.3 million, a 21.5
percent decrease from the same period the previous
year. MRO sales fell 25 percent, or 13 percent on a
metals adjusted basis, while project sales decreased 15
percent, or 3 percent on a metals adjusted basis. The
company reported a loss of $0.2 million, down from a
profit of $3.7 million.
A. M. Castle & Co., Franklin Park, IL, a global distributor of specialty metal and plastic products, reported
sales for 2015 of $770.8 million, down 21.3 percent
from 2014. The company reported a loss of $209.8
million, compared to a loss of $119.4 million the prior
year. The company reported fourth-quarter sales of
$164.2 million, down 29.1 percent from the same period a year ago. The company reported a loss of $119.7
million, compared to a loss of $29.7 million the prior
year quarter. The company has also agreed to sell its
Total Plastics Inc. subsidiary, and has closed facilities

U.S. LBM Holdings LLC, Green Bay, WI, has named
Dale Carlson vice president of operations.
Winsupply Inc., Dayton, OH, has opened five locations, four in Texas – Austin, Dallas, Houston and San
Antonio – that serve HVAC contractors, and one in
Denver, CO, that focuses on fire protection systems.
Singer Equities, a wholly owned subsidiary of SBP
Holdings, Pearland, TX, has appointed Pete Haberbosch as group vice president.
Tacoma Screw Products Inc., Tacoma, WA, has
opened a store in Billings, MT.
HVAC distributor Munch’s Supply Co. Inc., New Lenox, IL, has opened locations in Grand Rapids, MI, and
Madison Heights, MI.

Economic News

January U.S. manufacturing technology orders
totaled $278.8 million according to AMT – The Association for Manufacturing Technology. This total, as
reported by companies participating in the USMTO
program, was down 30.4 percent from December and
down 21.2 percent from January 2015.

Calculation of MDM Inflation Index for February 2016
BLS

BLS

BLS

Price

Price

Price

Weighted

%

%

%

Indices

Change

Change

Indices

Indices

Indices

Sales

Feb '16

Feb '16

Feb '16

Feb '16

Jan ‘16

Feb ‘15

Weight

(1)X(4)

Jan '16

Feb '15

1136

Abr. Prod.

582.1

580.4

572.3

19.1

111.19

0.31

1.71

1135

Cutting Tools

507.3

506.2

506.0

18.9

95.88

0.21

0.27

1145

Power Trans.

812.6

813.2

811.0

15.4

125.14

-0.08

0.19

1081

Fasteners

516.4

517.2

510.1

9.0

46.47

-0.16

1.22

1149.01

Valves, etc.

956.8

956.9

966.1

7.6

72.71

-0.02

-0.97

1132

Power Tools

377.3

377.3

369.1

6.5

24.52

0.00

2.22

1144

Mat. Handling

597.8

596.9

594.6

6.2

37.06

0.14

0.53

0713.03

Belting

826.9

826.9

833.4

6.1

50.44

0.00

-0.77

1042

Hand Tools

780.2

779.8

779.8

8.1

63.19

0.04

0.04

108

Misc. Metal

470.1

469.3

478.6

3.1

14.57

0.18

-1.77

0.07

0.36

"New" February Index

335.0

February Inflation Index

641.19

"New" January Index

334.8

January Inflation Index

640.72

February 2015 Inflation Index

638.87

New index reflects 1977-100 base other #: 1967 To convert multiply by .52247

January U.S. cutting tool consumption totaled
$153.1 million, according to the U.S. Cutting Tool
Institute and AMT – the Association for Manufacturing Technology. This total, as reported by companies
participating in the Cutting Tool Market Report collaboration, was down 2.1 percent from December’s
total and down 16.7 percent from January 2015.
The Conference Board Leading Economic Index for
the U.S. increased 0.1 percent in February to 123.2,
following a 0.2 percent decline in January, and a 0.3
percent decline in December. The Coincident Economic Index increased 0.1 percent in February to
113.3 and the Lagging Economic Index increased 0.4
percent in February to 120.4, following a 0.1 percent
increase in October, and no change in December.
Industrial production in the U.S. decreased 0.5
percent in February after increasing 0.8 percent in
January, according to the Federal Reserve. Sizable
declines in the indexes for both utilities and mining
in February outweighed a gain of 0.2 percent for
manufacturing. At 106.3 percent of its 2012 average,
total industrial production in February was 1 percent
below its year-earlier level.
The Producer Price Index for final demand decreased 0.2 percent in February, seasonally adjusted,
according to the U.S. Bureau of Labor Statistics. The
decrease in the final demand index in February can
be traced to prices for final demand goods, which
moved down 0.6 percent. The index for final demand
services was unchanged.
Privately owned housing starts in February were at
a seasonally adjusted annual rate of 1,178,000. This
is 5.2 percent above the revised January estimate of
1,120,000 and 30.9 percent above the February 2015
rate of 900,000.
Canadian manufacturing sales increased 2.3 percent
to C$53.1 billion (US$39.8 billion) in January, led by
higher sales in motor vehicles, food and motor vehicle parts, according to Statistics Canada.
Canadian industries decreased their production
capacity by 0.5 percentage points in the fourth
quarter to 81.1, according to Statistics Canada. The
construction as well as mining, quarrying, and oil and
gas extraction industries were the main sources of
the decline.
The value of Canadian building permits issued by
municipalities declined 9.8 percent to C$6.4 billion
(US$4.8 billion) in January, following a 7.7 percent
increase the previous month. Lower construction

intentions for multi-family dwellings in British Columbia and Ontario, and to a lesser extent, institutional
buildings in Quebec, explained the decrease.
Compared with December 2015, European seasonally adjusted production in the construction sector
in January increased by 3.6 percent in the euro area
(EA19) and by 1.6 percent in the EU28, according to
first estimates from Eurostat, the statistical office of
the European Union. In December 2015, production
in construction fell by 0.7 percent in the euro area and
by 0.1 percent in the EU28. Year-over-year, January
production in construction grew by 6 percent in the
euro area and by 4.4 percent in the EU28.
European seasonally adjusted industrial production
rose by 2.1 percent in January in the euro area (EA19)
and by 1.7 percent in the EU28, according to estimates from Eurostat, the statistical office of the European Union. In December 2015 industrial production
fell by 0.5 percent in the euro area and by 0.6 in the
EU28. In January 2016 compared with January 2015,
industrial production increased by 2.8 percent in the
euro area and by 2.5 percent in the EU28.
Heating, Air-conditioning and Refrigeration Distributors International reported a 3.7 percent sales
increase for January. The annualized growth through
January was 5.7 percent.

Manufacturer News

Sherex Fastening Solutions LLC, Tonawanda, NY, has
acquired Disc-Lock Inc., El Segundo, CA.
Motion control manufacturer Allied Motion Technologies Inc., Amherst, NY, reported 2015 sales of $232.4
million, a 6.9 percent decrease from 2014. Profit
decreased 20.1 percent to $11.1 million. Sales for
the fourth quarter were $50.8 million, a 17.9 percent
decrease year-over-year. Profit decreased 85.8 percent
to $0.7 million.
Walter Surface Technologies, Montreal, Quebec, has
opened a facility in Switzerland to better support the
company’s growing business needs in the European
market.
Actuant Corp., Milwaukee, WI, reported sales for the
second quarter of $263.3 million, a 12.5 percent decrease from the same period a year ago. The company
reported a loss of $159.2 million, compared to a loss
of $64.8 million a year ago. For the first six months,
sales were $568.3 million, a 9.6 percent decrease from
the same period a year ago. The company reported
a loss of $143.7 million, compared to a loss of $10.2
million for the same period a year ago.

Monthly Wholesale Trade Data

Monthly Inventories/Sales Ratios
of Merchant Wholesalers: 2007-2016

Wholesale revenues in January were $433.1 billion, down
3.1 percent from January 2015 and down 1.3 percent
from December. January sales of durable goods were
down 1.9 percent from last month and down 3.4 percent
from a year ago. Sales of nondurable goods were down
0.8 percent from December and were down 2.8 percent
from last January.
Inventories. Inventories were $584.2 billion at the end of
January, up 0.3 percent from the revised December level
and up 2 percent from the January 2015 level. January
inventories of durable goods were down 0.3 percent from
last month and down 0.4 percent from a year ago. Inventories of nondurable goods were up 1.1 percent from

(Estimates adjusted for seasonal and trading-day differences, but not for price changes)
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December and up 5.9 percent from last January.
Inventories/Sales Ratio. The January inventories/sales ratio for merchant wholesalers was
1.35. The January 2015 ratio was 1.28.

Sales and Inventories Trends: January 2016
Sales
$Millions

Inventory
$Millions

Stock/
Sales
Ratio

Percent
Change
Sales
12/15-1/16

Percent
Change
Sales
1/15-1/16

Percent
Change
Inventory
12/15-1/16

Percent
Change
Inventory
1/15-1/16

NAICS
Code

Business Type

42

U.S. Total

433,093

584,249

1.35

-1.3

-3.1

0.3

2.0

423

Durable

212,226

353,786

1.67

-1.9

-3.4

-0.3

-0.4

4231

Automotive

36,668

65,327

1.78

-0.1

1.6

1.5

12.2

4232

Furniture & Home Furnishings

6,797

11,246

1.65

-5.3

3.5

0.9

6.0

4233

Lumber & Other Construction Materials

9,852

14,483

1.47

-0.9

3.6

0.3

1.6

4234

Prof. & Commercial Equip. & Supplies

36,262

39,316

1.08

-4.1

-4.1

0.3

-3.3

42343

Computer Equipment & Software

17,724

15,321

0.86

-6.4

-10.2

-0.2

-5.1

4235

Metals & Minerals

11,826

26,010

2.20

-1.1

-21.6

-1.8

-20.2

4236

Electrical Goods

46,622

46,731

1.00

-3.0

-5.0

-3.6

-0.7

4237

Hardware, Plumbing, & Heating Equipment

10,913

22,905

2.10

0.8

8.3

0.1

3.8

4238

Machinery, Equipment & Supplies

35,671

101,686

2.85

-0.2

-1.4

0.2

-0.8

4239

Miscellaneous Durable

17,615

26,082

1.48

-2.5

-8.6

-0.4

-3.8

424

Nondurable Goods

220,867

230,463

1.04

-0.8

-2.8

1.1

5.9

4241

Paper & Paper Products

8,202

8,040

0.98

1.1

4.7

4.2

2.6

4242

Drugs

53,583

61,092

1.14

-0.2

11.0

3.3

13.8

4243

Apparel, Piece Goods & Notions

14,699

30,856

2.10

1.1

1.9

0.1

13.6

4244

Groceries &Related Products

51,138

33,572

0.66

1.4

0.9

0.3

2.5

4245

Farm-product Raw Materials

16,722

21,354

1.28

-1.8

-16.3

2.9

-1.4

4246

Chemicals & Allied Products

10,187

12,906

1.27

-2.0

-4.1

-1.3

3.4

4247

Petroleum & Petroleum Products

32,416

16,918

0.52

-6.9

-24.9

-1.6

-10.2

4248

Beer, Wine & Distilled Beverages

11,670

15,421

1.32

0.2

6.4

-0.3

2.0

4249

Miscellaneous Nondurable Goods

22,250

30,304

1.36

0.9

4.5

0.1

7.8

U.S. Bureau of the Census, Current Business Reports, Monthly Wholesale Trade, Sales and Inventories Series: MDM compilation and analysis.
Adjusted for seasonal and trading day differences. Figures for sales and inventories are preliminary adjusted estimates.
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