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PPG Industries, Inc. Fourth Quarter 2013 Financial Results
Earnings Brief – January 16, 2014

Fourth Quarter Financial Summary
PPG net sales for the fourth quarter increased to
$3.7 billion, up 14 percent versus the prior year.
Fourth quarter adjusted earnings per share were
a record $1.81, exceeding the prior-year record
by 45 percent, marking the 14th consecutive
quarter with an adjusted earnings per share
record.
Highlights for the quarter included:
•
•
•

•

•
•

•

Aggregate segment earnings growth of 19 percent versus the prior year with improved
earnings in each reporting segment.
Each major region delivered earnings growth of at least 14 percent, including Europe where
earnings improvement accelerated throughout the year.
Volumes grew 2 percent in the fourth quarter, the highest growth rate of the year. Volume
trends in North America and emerging regions were similar with previous quarters. Coatings
volumes in Europe were flat, following 9 consecutive quarters of decline.
Earnings continued to be aided by aggressive cost management, including additional
restructuring-related cost improvements. The 2012 restructuring program is substantially
complete, including achievement of the targeted annual cost savings run-rate of $140
million.
Acquisition integration continues for the acquired North American architectural coatings
business. Realized synergy achievement in 2013 was slightly ahead of targets.
Restructuring actions were initiated for the program approved in the third quarter of 2013.
The primarily focus of this program is further synergy capture on the architectural coatings
acquisition.
Operating working capital efficiency improved, with ending operating working capital as a
percent of sales of 18.1 percent versus 19.7 percent the previous year, a 160 basis point
improvement.
Full Year 2013 Financial Summary
Reviewing full year results, net sales and
earnings were all-time records for the company,
and benefited from several strategic actions that
were finalized during the year including:
•

The late January, 2013 separation of the
commodity chemicals business and included
exchange transaction which reduced PPG’s
diluted share count by approximately 11
million shares.

2
•

The acquisition of a large North American architectural coatings business completed on
April 1, added partial year net sales of about $1.2 billion. The acquired business contributed
to earnings with a mid-single digit earnings return on sales percentage, including the
achievement of acquisition cost synergies, which exceeded first year synergy targets.

Overall company sales volumes were flat for the year with solid North America and Asian
growth, offset by weakness in European demand. While European volumes were negative for
the full year, results improved throughout the year, including flat year-over-year coatings
performance in the fourth quarter.
Despite the flat full year volumes, higher earnings were achieved in all major geographies,
including Europe, which posted full-year earnings growth of 8 percent. The improved regional
performance aided full-year adjusted earnings per share which grew 29 percent, with the rate of
earnings growth accelerating throughout the year.
Cash generation of $1.8 billion was also a record, up 15 percent versus the prior year. Cash
uses remained balanced with $1.5 billion spent on capital spending and business acquisitions
focused on growing the company, and $1.35 billion returned to shareholders in the form of
share repurchases and cash dividends. Strong financial flexibility remains with year-end cash
and short-term investments totaling $1.75 billion.
PPG Fourth Quarterly Net Sales
Total fourth quarter net sales of $3.7 billion were
up 14 percent versus 2012. Incremental net
sales from acquired businesses exceeded $325
million, with the North American architectural
coatings acquisition accounting for approximately
$300 million of the increase and the acquired Deft
and Spraylat businesses representing the
remainder.
Currency was a slight positive, but results were
mixed by region. Versus the prior year, the Euro
strengthened against the U.S. dollar, but that
impact was muted by several emerging region currencies which weakened against the dollar.
The fourth quarter is typically the lowest sales quarter for the company due to the seasonality of
certain businesses, most notably architectural coatings. Year-over-year volumes grew by 2
percent, maintaining the improving trend which began in the second quarter. Segment
performance varied, as will be reviewed in the reporting segment overviews.
Net Sales Volume Trends - Coatings
Segments
Regional volume trends for the aggregate
coatings segments were uneven, as overall
coatings volumes improved 1 percent, matching
the prior quarter and representing an
improvement in comparison with the first half of
2013.
Volumes advanced 2 percent in the United States
and Canada in comparison with strong
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prior year results. Most businesses delivered higher volumes in the region, supported by higher
growth in industrial markets. PPG’s broad mix of businesses and strong technology and service
orientation continued to prove beneficial, as our automotive OEM and aerospace businesses
outpaced strong end-use market growth rates.
Year-over-year European results were flat, following significantly negative performance earlier in
the year. Volume results were mixed by end-use market and country/region, although
automotive OEM delivered our highest growth in the region outpacing positive year-over-year
industry production.
Emerging-region volume performance grew slightly, up 1 percent. Variation by country, end-use
market and business continued. Persistent weakness in the long-cycle marine new-build
business continued to temper regional results; however, PPG’s marine new-build sales have
been fairly constant for 3 consecutive quarters indicating some stability in the market. Emerging
region volume excluding the marine new-build business grew by 5 percent, consistent with the
other quarters in the year.
PPG Full Year Net Sales
Full year 2013 PPG net sales from continuing
operations were $15.1 billion, up 12 percent
versus 2012. Acquisitions represented 10
percentage points of the increase. This is the
final quarter for Spraylat results to be classified
as acquisition-related, as we have reached the
one-year anniversary of that acquisition. The
AkzoNobel and Deft businesses were acquired in
the second quarter of 2013, and will continue to
be classified as acquisition-related until their oneyear anniversary.
Net currency translation was flat for the year, although results were mixed by currency. Selling
prices improved modestly, in an effort to offset cost inflation.
Volumes on a full-year basis were flat and, as noted previously, volume performance varied by
reporting segment and business unit. Europe was the only region that experienced a volume
decline, down 4 percent, offsetting gains in other regions. Europe remains a very large region
for PPG, representing about one-third of the company’s sales.
PPG Regional Trends and Earnings
The 4 percent volume decline in Europe in 2013
continued a multi-year trend. Aggregate PPG
coatings volumes in that region have declined
over 20 percent versus pre-recession levels.
Combined PPG coatings volumes in the
remaining regions are now higher in comparison
to pre-recession levels, aided by growth in
emerging regions of 16 percent, offsetting a 5
percent decline in the recovering U.S. and
Canada region.
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Despite the lower volumes, European regional earnings advanced 14 percent in the fourth
quarter and 8 percent for the full year 2013. Earnings for the U.S. and Canada and emerging
regions were up 10 percent or more for the quarter and full-year.
PPG Adjusted Diluted Earnings Per Share
Reported fourth quarter adjusted diluted earnings
per share of $1.81, was up 56 cents, or 45
percent, versus the prior year record. The 2013
and 2012 adjusted figures exclude after-tax
charges totaling 3 cents and 2 cents per share,
respectively, for acquisition-related costs.
Full year adjusted diluted per share results were
up 29 percent versus the company’s record 2012
performance. The 2013 results are 88 percent
higher than 2010, representing a compounded
annual growth rate of 24 percent. As noted
previously, this performance has been achieved despite challenging economic conditions and
negative volumes in the European region, which represents one-third of the company’s sales.
Performance Coatings
Reviewing the reporting segment results for the
fourth quarter, Performance Coatings net sales
for the quarter were $1.4 billion, up 25 percent
versus the prior year. The net sales increase was
primarily acquisition-related, stemming mainly
from the North American architectural coatings
business acquisition completed in April, 2013 and
aided modestly by the Deft aerospace acquisition
completed in May, 2013. Segment volumes,
excluding acquisitions, reduced net sales by 3
percent and currency translation was a negative 1
percent, partly offset by higher pricing.
The businesses experienced normal seasonal trends resulting in the customary decline in
segment results sequentially from the third to the fourth quarter. However, the sequential
seasonal impact was much larger than in prior years due to the size and seasonal nature of the
acquired North American architectural coatings business.
On a fourth quarter year-over-year basis, aerospace net sales continued to grow, aided by
strong end-use market demand growth and continued adoption of PPG’s technologies.
Automotive refinish sales grew in all major regions of the world, including ongoing volume gains
in emerging regions and a return to growth in Europe.
Excluding the positive acquisition-related impacts, North American architectural coatings net
sales results were generally similar by channel with previous quarters, including companyowned store sales growth above 10 percent and lower sales in the national retail channel due to
previously disclosed changes in products sold to a large retail customer. Protective coatings net
sales grew, including sales synergies stemming from selling PPG protective coatings products
through the acquired architectural stores, but these gains were more than offset by continued
weakness in Asian marine new-build activity. Worth noting is the overall marine new-build
market continues to exhibit signs of stabilizing, and our marine sales level has been fairly
consistent for the past few quarters.
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Fourth quarter earnings were $179 million, up $2 million year-over-year driven primarily by the
net sales impacts, partly offset by higher growth-related expenses in aerospace and automotive
refinish. The acquired architectural business had a minimal impact on fourth quarter earnings
due to its lower seasonal sales pattern.
For the full-year 2013, segment net sales improved 24 percent, to $5.9 billion, aided by
acquisition-related sales. Higher net sales were realized in aerospace, automotive refinish and
architectural coatings, partly offset by lower protective and marine sales. Full-year earnings
grew to $858 million, a 15 percent increase, primarily due to the earnings benefit from the higher
sales, including acquisition-related earnings gains, and lower costs stemming from aggressive
cost management and completed restructuring actions.
Looking ahead to the first quarter 2014, aerospace sales growth is expected to continue despite
more difficult comparisons due to several consecutive years of solid growth. Global refinish
sales growth is also anticipated as initial European demand recovery will supplement growth in
emerging regions. Marine new-build demand is expected to remain weak, but less negative
year-over-year in comparison with prior quarters due to an easier comparison period.
North American architectural coatings industry market conditions remain solid, and we expect
growth in all three distribution channels. At the outset of 2014, PPG implemented mid-singledigit percentage price increases in company-owned stores. Normal architectural coatings
seasonality is anticipated which would result in higher first quarter sales versus the recently
completed fourth quarter. Also, the first quarter will be the final quarter that the sales and
earnings of the acquired architectural coatings business will be classified as acquisition-related.
First quarter results are expected to benefit from acquired-business sales and earnings,
including an increased level of synergies versus prior quarters.
Industrial Coatings
Industrial Coatings segment net sales for the
fourth quarter were $1.2 billion, up $108 million in
comparison with the prior year’s quarter, resulting
primarily from 7 percent volume growth.
Acquisitions added another 3 percent to sales.
Currency translation impacts were negligible to
sales and earnings.
PPG’s global automotive OEM business
remained a strong growth driver, as volume
growth accelerated to over 10 percent year-overyear, with growth rates generally comparable
across all major regions. Company results continued to outpace industry growth of about 3
percent in the quarter. For reference, regional quarterly and annual automotive OEM industry
production comparisons are included in the appendix of the presentation materials.
The industrial coatings business unit achieved solid global growth, although regional differences
remained. The largest and broadest end-use market gains were achieved in the United States,
with similar Asian growth rates despite lower demand from the electronics end-use market.
Demand in Europe stabilized, and volumes were flat year-over-year, which is a noticeable
improvement versus prior quarters. Excellent packaging coatings growth was achieved in
emerging regions offset by European weakness.
Fourth quarter segment earnings of $174 million were up 21 percent year-over-year due to the
higher sales volumes.
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Full year segment net sales advanced to $4.8 billion, up 11 percent, with higher volumes
accounting for about one-half of the gain and acquisitions the other main contributor. Overall
sales trends for the full year were generally similar each quarter, except segment volume trends
improved gradually throughout the year in Europe. Full-year earnings of $724 million grew $134
million, or 23 percent, versus strong prior year results, aided by higher volumes and lower costs,
including benefits stemming from completed restructuring actions.
Looking ahead to the first quarter of 2014, global growth in general industrial activity is expected
to continue, including solid North American growth, ongoing growth in emerging regions and
higher European demand. Similarly, global production growth rates in the automotive OEM
industry are expected to be consistent with recent quarters, with forecasted improvements in all
major regions. We expect above-market growth to continue for PPG’s automotive OEM
business.
Architectural Coatings – EMEA
Architectural Coatings – EMEA (Europe, Middle
East and Africa) segment net sales in the fourth
quarter of $466 million were up $1 million. The
fourth quarter is seasonally the slowest quarter of
the year for segment sales. Volumes declined 4
percent year-over-year, as market demand
remained weaker than prior year. However, the
year-over-year volume trend matched the prior
quarter and has improved versus the first half of
2013 when declines averaged about 10 percent.
Market demand stabilized somewhat but
remained mixed across the region, with improved
volumes realized in a few countries such as the United Kingdom, while others remained weak
including portions of Eastern Europe. Currency translation aided year-over-year net sales by
about 3 percent.
Fourth quarter segment earnings were $22 million, up $13 million, as strict cost management
and benefits from PPG’s restructuring actions offset the negative volume impact.
Full-year segment net sales declined 4 percent, or $85 million, on 7 percent lower volumes
partly offset by favorable currency translation. Despite the lower net sales, full-year segment
earnings increased by $39 million, to $184 million, reflecting the benefit from lower costs.
Looking ahead, year-over-year earnings results for 2013 were greatly aided by cost savings
stemming from restructuring actions that are already completed. Accordingly, 2014 results will
be more dependent on the pace of regional volume demand. Normal seasonal architectural
coatings sales improvement is anticipated in the first quarter sequentially. Overall year-overyear market conditions are anticipated to remain mixed and slightly negative, with further
regional demand stability expected to occur. Based on current exchange rates, currency
translation will aid first quarter net sales but remain inconsequential to earnings.
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Optical and Specialty Materials
Fourth quarter sales for the Optical and Specialty
Materials segment were $309 million, up $37
million, or 14 percent, on solid volume growth in
optical products and silicas.
Volumes improved due to higher global
Transitions® demand coupled with strong
customer inventory build in anticipation of the
January, 2014 new product launch of Generation
VII Transitions® lenses in North America.
Silica volumes improved in the U.S., which
outpaced a slight European decline in
comparison to strong prior year growth in that region.
Segment earnings in the quarter grew to $85 million, up 25 percent, on the benefit of the volume
gains partly offset by slightly higher selling costs to support the higher demand and product
launch.
Full-year segment sales of $1.3 billion increased 5 percent, and full-year earnings grew by $20
million, to $368 million, primarily due to higher volumes.
Looking ahead, optical demand is typically better seasonally during the first quarter. The new
Transitions® product was launched last year in Europe, and is now available commercially in
North America. The new product will be launched in the major emerging regions throughout the
first half of the year. The first quarter will likely include modestly higher selling costs, including
support for the product launch. Silica demand growth is expected to continue.
Glass
Fourth-quarter net sales for the Glass segment
were $264 million, up $23 million versus fourth
quarter 2012. Volumes improved 8 percent,
aided by increased North American commercial
construction-related flat glass demand and higher
global fiber glass demand versus a weak prior
year comparable. Currency translation impacts
were minimal. Earnings in the quarter grew to
$22 million, up $14 million, as the improved net
sales impact was coupled with manufacturing
cost improvements.
Full-year net sales were $1.1 billion, up 3 percent on higher fiber glass volumes. Full-year
earnings of $56 million declined $7 million, as the rising costs of logistics and natural gas and
lower equity earnings more than offset the positive sales impacts and lower manufacturing and
administrative costs.
Looking ahead to the first quarter 2014, market demand for fiber glass and flat glass is expected
to improve versus weak prior year results. Flat glass price increases have been announced and
are being implemented. A large scheduled flat glass tank repair and maintenance project is
underway, with an anticipated first quarter negative earnings impact of about $10 million, with
no impact expected in future quarters. Also, natural gas and transportation costs are expected
to be higher year-over-year, based on current market pricing.
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Cash and Cash Deployment
PPG ended 2013 with $1.75 billion in cash and
short-term investments. Full year 2013 cash
generation from continuing operations was $1.8
billion, an increase of 15 percent versus the prior
year. Cash and short-term investments as of
year-end 2012 were $2.4 billion.
Uses of cash during 2013 were as follows:
•

•
•
•
•

•

Capital expenditures were about $515 million
for the year, or 3.4 percent of sales.
Anticipated 2014 capital spending is in the
range of 3.0 -to- 4.0 percent of sales.
Acquisition cash spending for the year totaled about $1.0 billion, including the North
American architectural coatings acquisition and the Deft aerospace business.
PPG repaid about $600 million of long-term debt which matured toward the end of the first
quarter, 2013. There is no long-term debt maturing in 2014.
Pension contributions for the year were about $175 million and were primarily voluntary.
The company anticipates 2014 pension contributions of about $25 million.
Dividends paid for the year were $345 million, including an increase in the per-share
dividend to 61 cents in April, 2013. PPG has increased its annual dividend payout for 42
consecutive years.
PPG stock repurchases totaled $1.0 billion for the year, or about 5.7 million shares. The
company still has about 2.2 million shares remaining under its current share repurchase
authorization.

Overall cash deployment remained consistent with our prior ten year average, with about 55
percent, or $1.5 billion, of cash deployed to grow the businesses via capital spending and
acquisitions, and about 45 percent, or $1.35 billion, returned to shareholders through dividends
and share repurchases.
Over the next 18-to-24 months, the company anticipates deploying between $3.0 billion and
$4.0 billion of cash in a disciplined manner on incremental earnings growth initiatives and return
of cash to shareholders.
2014 Financial Assumptions
A recap is included of the cash deployment
assumptions that were previously provided. In
addition, the company is providing several
additional financial assumptions for 2014:
•

The company anticipates the sale of PPG’s
ownership interest in the Transitions Optical
joint venture will be completed by mid-year
2014. The company will continue to report
the joint venture’s results of operation as
continuing operations until all transaction
regulatory approvals are received. As
previously communicated, the transaction will result in after-tax proceeds for PPG of about
$1.5 billion.
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•

•

•

Targeted acquisition-related cost synergy achievement in 2013 for the North American
architectural coatings acquisition was slightly ahead of schedule. Actions are underway
from an approved third quarter 2013 restructuring program focused on achieving the
remainder of the targeted synergies, with expected 2014 incremental cost savings of $75
million -to- $90 million.
Initial pension expense projections for 2014 are for a $15 million reduction versus 2013. As
reported in PPG’s third quarter 2013 earnings release, PPG’s pension expense for 2013
was reduced due to a reorganization of certain company pension plans which occurred as a
part of the completed separation activities of the former commodity chemicals business.
PPG full year 2014 tax rate on ongoing earnings from continuing operations is expected to
be between 24.5 percent and 25.5 percent. This compares with a 2013 full year figure of
24.2 percent.
Summary
In conclusion, record fourth quarter financial
performance caps off one of the most successful
years in the company’s history, both financially
and strategically. Fourth quarter earnings
increased 45 percent versus the previous year,
with higher earnings in each region. The
quarterly improvement marks 14 consecutive
quarters of record adjusted earnings, illustrating
the benefits of the company’s strong coatings
portfolio, broad global footprint, prudent cash
deployment and measurable results from the
strategic initiatives.

Fourth quarter results were aided by higher earnings from continuing operating and cost
discipline, combined with a higher level of organic sales growth. Fourth quarter volume growth
was 2 percent, an improvement versus recent quarters, as the company continued to outpace
industry growth in aerospace and automotive OEM. Also, European demand continued to
stabilize with year-over-year PPG coatings volumes in that region flat in the quarter following 9
consecutive quarters of decline.
Throughout the year, the company announced several considerable strategic actions to shift to
a more consistent and higher growth business portfolio. This includes the completion of the
commodity chemical business separation in January, 2013, and the pending agreement,
announced in July 2013, to sell PPG’s ownership interest in the Transitions Optical joint venture.
Additionally, the North American architectural coatings acquisition closed in April, 2013. The
acquired business added approximately $1.2 billion in partial year sales and achieved a midsingle digit earnings return on sales percentage, as acquisition-related costs synergy
achievement was slightly ahead of target for the year. A restructuring program was approved in
the third quarter of 2013, focused on achieving the remaining cost synergies with actions
underway.
Full year 2013 adjusted earnings per share were an all-time record, as the company fully
replaced the earnings from the separated commodity chemical business. Continued strong
operating performance and earnings growth from cash deployment were main contributors to
the year-over-year earnings growth.
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During 2013, strong cash generation continued, with cash from operations improving to $1.8
billion, up 15 percent versus the prior year and aided by improved operating working capital
efficiency for the company. The company maintained a balanced use of cash with cash
deployment of $1.5 billion on acquisitions and capital spending focused on growing the
company and $1.35 billion in dividends and stock repurchases. The company maintained
strong financial flexibility ending the year with a solid balance sheet, including cash and shortterm investments of $1.75 billion.
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Forward-Looking Statements
Statements contained herein relating to matters that are not historical facts are forward-looking
statements reflecting PPG’s current view with respect to future events and financial
performance. These matters within the meaning of Section 27A of the Securities Act of 1933,
as amended, and Section 21E of the Securities Exchange Act of 1934, as amended, involve
risks and uncertainties that may affect PPG’s operations, as discussed in PPG’s filings with the
Securities and Exchange Commission pursuant to Sections 13(a), 13(c) or 15(d) of the
Exchange Act, and the rules and regulations promulgated thereunder. Accordingly, many
factors could cause actual results to differ materially from the forward-looking statements
contained herein. Such factors include global economic conditions, increasing price and product
competition by foreign and domestic competitors, fluctuations in cost and availability of raw
materials, the ability to maintain favorable supplier relationships and arrangements, the
realization of anticipated cost savings from restructuring initiatives, difficulties in integrating
acquired businesses and achieving expected synergies therefrom, economic and political
conditions in international markets, the ability to penetrate existing, developing and emerging
foreign and domestic markets, foreign exchange rates and fluctuations in such rates,
fluctuations in tax rates, the impact of future legislation, the impact of environmental regulations,
unexpected business disruptions, PPG’s ability to integrate the North American architectural
coatings business of AkzoNobel and to achieve anticipated synergies, and the unpredictability
of existing and possible future litigation, including litigation that could result if the asbestos
settlement discussed in PPG’s filings with the Securities and Exchange Commission does not
become effective. This presentation also contains statements about PPG’s agreement to divest
its Transitions Optical joint venture interest. Many factors could cause actual results to differ
materially from the company’s forward-looking statements with respect to the Transitions Optical
joint venture divestment, including, the parties’ ability to satisfy the conditions to the closing the
transaction; the parties’ ability to complete the transaction on anticipated terms and schedule,
risks relating to the ability of the parties to obtain regulatory approvals for the transaction, any
unforeseen liabilities, future capital expenditures, revenues, expenses, earnings, synergies,
economic performance, indebtedness, financial condition, losses and future prospects of the
Transitions Optical business. However, it is not possible to predict or identify all such factors.
Consequently, while the list of factors presented here and in PPG’s 2012 Form 10-K are
considered representative, no such list should be considered to be a complete statement of all
potential risks and uncertainties. Unlisted factors may present significant additional obstacles to
the realization of forward-looking statements. Consequences of material differences in results
compared with those anticipated in the forward-looking statements could include, among other
things, business disruption, operational problems, financial loss, legal liability to third parties and
similar risks, any of which could have a material adverse effect on PPG’s consolidated financial
condition, results of operations or liquidity. All information in this presentation speaks only as of
January 16, 2014, and any distribution of this presentation after that date is not intended and will
not be construed as updating or confirming such information. PPG undertakes no obligation to
update any forward-looking statement, except as otherwise required by applicable law.

