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Good morning. Welcome to our annual shareholders meeting. DG Macpherson and I
will provide an overview of the current state of Grainger’s business and our direction for
2016 and beyond.
This past year was tough for our industry and for Grainger. We continue to compete in
a challenging industrial economy with historically low inflation, rapidly declining oil prices
and a strong U.S. dollar. We have not seen the confluence of these three things in the
industrial economy in recent memory, if ever.
This industry down cycle is driving predictable changes in how our customers are
behaving. They are intensely focused on reducing cost and are very conservative with
new spending. Clearly, down economic cycles are challenging for everyone in the
industry. But what gives me confidence is that not everyone has what Grainger has...
our size, our experience, our financial strength, our people, our suppliers, and our
commitment to service.
In 2015 we remained focused on gaining market share by providing more highly
differentiated service. We made strong moves and invested in our business in ways that
will benefit Grainger, our customers, our team members and our shareholders for years
to come.
So let’s review our 2015 performance. Grainger’s total company sales of $10 billion
dollars were flat versus 2014. Reported net earnings decreased 4 percent and earnings
per share were up 1 percent to $11.58. 2015 was a year of more than holding our own
in a very tough economy. We gained market share and took strong action to better
position our company for the future. We continued to build a foundation for long term
growth and strengthened our ability to grow through new channels and in new markets.
At the same time, we adapted to changing customer behaviors and improved our own
cost of doing business.
Four months into the year, we remain focused on these actions amid what continues to be
a challenging industrial economic environment. On April 18th, we reported our 2016 first
quarter results. For the quarter, sales were $2.5 billion dollars, up 3 percent; net earnings
were down 12 percent to $187 million, and earnings per share of $2.98 were down 3
1

percent versus the 2015 first quarter. Revenue and share gains are tracking as we
expected given the tough economic environment. In the U.S. we are encouraged by the
share gains we are seeing with large and small businesses, but continue to be challenged
with medium-sized customers.
We continued to see price and gross margin pressure this past quarter driven primarily
by the low inflation economic environment and faster growth from lower gross margin
customers. But at the same time, we did a good job reducing our operating expenses to
offset some of the gross margin decline. Our earnings per share performance benefited
from a lower share count driven by our progress on the $3 billion dollar repurchase
program announced last year.
Despite the current short-term uncertainty, we will continue to invest in the business to
drive long term results. We are also adapting our business for the significant changes
we are seeing in the industry and the world around us. The competitive landscape is
continuing to evolve and we are operating in a market that is getting much more
dynamic. Some of the most compelling changes in this industry are being driven by
macro trends in the world around us. These trends will extend well beyond any single
economic cycle.
These trends are real, they are evolving faster than ever before, and are shaping how
our customers want to do business. The world we operate in is different than it was a
year ago, and drastically different than five years ago. Customers today have more
information and options than ever before. At Grainger, we are driven to know them well
enough to anticipate their needs, give them the best products, information and services,
and, deliver in a way that works best for them.
Increasingly, customers want to do business online and onsite at their operations. As a
result, we are experiencing less traffic in our branches and on the phone and more
orders are being placed through Internet enabled technology and fulfilled through our
distribution centers and services like our KeepStock inventory management services.
We expect about 50 percent of our revenue to come through our ecommerce channels
in 2016.
These changes that we are seeing in customer behavior don’t happen very often and
when they do, it can be both a threat and an opportunity. For Grainger we are treating it
as an opportunity. We believe these shifts will benefit us over the long haul and in fact
they already are. We have built a business platform that is very responsive, and is
actually helping to drive some of these changes in purchase behavior.
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One of Grainger’s advantages lies in the data and information generated by 140,000
customer orders and hundreds of thousands of web and mobile visits to our sites every
day. This is insight that nobody else has about customer behaviors and it’s specific to
our industry. It is enabling us to think differently and inform how we adjust our model to
grow faster.
As the world around us, our customers and our own business change, we believe there
are great opportunities to redefine how we will lead in the future. This is largely about
serving customers on their own terms.
In the U.S., our large and medium customers have different needs. We are addressing
this by creating dedicated sales and marketing teams to ensure we capitalize on our
strength with large customers, and build a more compelling offer for medium customers.
We know that the middle market has distinct characteristics that require a more tailored
approach. This past year we established a team focused solely on building a better
coverage and pricing strategy to target this segment. By understanding the unique
characteristics of different customer segments we can continue to build our business for
how our customers think, how they buy and how they act.
We also made a bold step in 2015 with our single channel online model. Given the very
strong success we’ve seen with our online businesses in Japan and the United States,
we established a leading position in the United Kingdom MRO market with the
acquisition of Cromwell Group Limited. This acquisition is very exciting as it brings
together Cromwell’s product strength and customer relationships with Grainger’s
expertise in supply chain and eCommerce. Just last month we launched a new
Cromwell website that will accelerate growth in this business.
We believe we have a tremendous opportunity to improve how we deliver an effortless
customer experience and accelerate growth by tailoring our services to customers of all
sizes, and all industries. As we do this we need an infrastructure that has the ability to
not only run our business today, but enables success going forward. For more than a
decade we’ve been investing in the foundation of what makes great service possible -our product offering, supply chain, systems, eCommerce platform, and of course our
people.
We recently completed the work to bring our core North American businesses up on
one SAP platform by extending our U.S. systems to Mexico and Canada. Our Mexico
business went live last fall and our Canada business successfully completed their
installation in February of this year. Having one common platform provides us better
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data visibility across our businesses in the Americas. This visibility coupled with strong
delivery capability will allow us to dramatically improve service in Canada and Mexico.
This past year we continued to enhance our distribution network in the United States
with the construction of a new 1.3 million square-foot facility in New Jersey to serve the
Northeast region. This is more than double the size of our existing Northeast DC. This
will be our largest and most technologically advanced distribution center. We’re very
excited about the capabilities going into this building and how these will contribute to
even better service in this area of the country beginning later this year.
Understanding that the investments we make today are designed to support our
business in the future as well, we also began work on a new distribution center outside
of Tokyo, Japan, to accommodate the strong growth of MonotaRO, our single channel
online business. With more than 40% of our total company sales coming through online
channels in 2015, we took a meaningful look at better aligning our business with how
customers want to buy, and we rebalanced some of our investments.
As a result, in 2015 we closed 49 branches in the United States, 16 in Canada and 16
at Fabory in Europe. We also announced plans to close approximately 55 more
branches in the United States this year. While these decisions are never easy, they
were the right decisions for our business today and for the future. We believe that
branches will continue to be part of how we serve because they provide critical products
in time sensitive situations and reliable services for local customers.
Finally, in Canada, we continued to see improvements to the service we can provide as
a result of the new Toronto distribution center which opened in early 2015. Despite a
very challenging Canadian economic environment, we remain committed to making
investments that will enable improved service, productivity and efficiency as we position
this business for the future.
Grainger’s ability to adapt and stay ahead has set us apart for decades. We have the
financial strength and the discipline to invest in the ways customers want to be served
now and in the future. Focusing our investments and priorities to best serve our
customers, create a great environment for our team members and generate profitable
returns for our shareholders guides how we run our business.
Our commitment to providing top returns to shareholders is driven by our ability to
generate strong cash flow. Over the past 5 years, we have generated more than $4
billion dollars in cash from operations. In general, we returned about two thirds of our
cash from operations to our shareholders in the form of dividends and share
repurchases. The balance we reinvest in the business to provide the best service for
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our customers. Since 1984, we have had an active share repurchase program through
which we have reduced shares outstanding by 46 percent.
A great indicator of the strength of this business is our consistent track record of
increasing dividends. Grainger stands out among an elite group of S&P 500 companies
that have increased their dividends each year for more than four decades. Earlier today,
the Board of Directors voted to increase the quarterly dividend to $1.22 per share, up 4
percent versus the previous quarterly dividend. This is the 45th consecutive year of
increased dividends and reinforces Grainger’s commitment to its shareholders.
In closing I want you to know how optimistic we are about our future. Grainger has
never been in a stronger position to serve customers and define the future of great
service in the MRO industry. We are a strong company and committed to setting new
standards for service and leading this industry in an even bigger way. Thank you for
being part of Grainger.

Safe Harbor Statement
All statements in this communication, other than those relating to historical facts, are “forward-looking
statements.” These forward-looking statements are not guarantees of future performance and are subject
to a number of assumptions, risks and uncertainties, many of which are beyond our control, which could
cause actual results to differ materially from such statements. These statements include, but are not
limited to, statements about future strategic plans and future financial and operating results. Important
factors that could cause actual results to differ materially from our expectations include, among others:
higher product costs or other expenses; a major loss of customers; loss or disruption of source of supply;
increased competitive pricing pressures; failure to develop or implement new technologies or business
strategies; the outcome of pending and future litigation or governmental or regulatory proceedings,
including with respect to wage and hour, anti-bribery and corruption, environmental, advertising, privacy
and cybersecurity matters; investigations, inquiries, audits and changes in laws and regulations;
disruption of information technology or data security systems; general industry or market conditions;
general global economic conditions; currency exchange rate fluctuations; market volatility; commodity
price volatility; labor shortages; facilities disruptions or shutdowns; higher fuel costs or disruptions in
transportation services; natural and other catastrophes; unanticipated weather conditions; loss of key
members of management; our ability to operate, integrate and leverage acquired businesses and other
factors which can be found in our filings with the Securities and Exchange Commission, including our
most recent periodic reports filed on Form 10-K and Form 10-Q, which are available on our Investor
Relations website. Forward-looking statements are given only as of the date of this communication and
we disclaim any obligation to update or revise any forward-looking statement, whether as a result of new
information, future events or otherwise, except as required by law.
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