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9:00 a.m. ï 9:45 a.m. 

  

Strategic Context 
Market Overview, Strategic Imperatives 

U.S. Business 
Pricing, Digital Strategy, Cost Takeout 

Canada Business 
Business Model Reset 

Single Channel Business 
Single Channel Online Model, International Businesses 

9:45 a.m. ï 10:00 a.m. Break 

10:00 a.m. ï 10:25 a.m.  
Financial Update 
Expectations for 2017, 2018, 2019 

10:25 a.m. ï 11:15 a.m.  Q&A 

Agenda 



3 

Forward Looking Statement 

Safe Harbor Statement 

All statements in this communication, other than those relating to historical facts, are ñforward-looking statements.ò 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 implementation, timing and results of our strategic pricing initiatives and other responses to market pressures; 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; changes in credit ratings; 

changes in effective tax rates 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. 

Non-GAAP Measures 

Additional information relating to certain non-GAAP financial measures referred to in this communication is available in the appendix to this 

communication. 



Strategic Context 
DG Macpherson, Chairman & Chief Executive Officer 
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Focus on high GDP per capita markets with a developed infrastructure 
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Note: MRO market data as of 6/30/17. Source: Grainger Analytics and Global Insight. Grainger sales data is 2017E.  Percent of GWW sales by 

geography and not business segment.  Numbers may not sum to 100% due to rounding.  

DǊŀƛƴƎŜǊΩǎ tǊŜǎŜƴŎŜ 

U.S. 

Canada 

Japan 

U.K.  

Mexico 

All Other1 

% GWW Sales 

76% 

Market Share 

6% 

7% 7% 

7% 2% 

3% 2% 

1% 1% 

N.A. 

$148B 

U.K. 

$16B 
Japan 

$41B 

1. All other includes Fabory, Latin America, China and Export 

5% <1% 
Global 

MRO 

Market 

$560B 
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Broadline, High-Touch 

Multichannel 

Competitive Business Models 

Endless Assortment 

(Single Channel Online) 

ÅVery broad assortment across all B2B categories 

ÅCompetitive prices and simplified customer experience 

ÅStocked assortment of high quality industrial MRO products 

ÅHigh-touch model tailored to complex customer needs 

ÅStrong technical knowledge in categories 

Category Specialists 
ÅPortfolio of category-specific products 

ÅDeep technical and application knowledge 

Big Box Retailer 
ÅConvenient and widespread store locations 

ÅCaters to need-it-now purchases 

Where We Compete 

® 
® 
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Market Evolving Rapidly 

Endless Assortment 

(Single Channel Online) 

Broadline, High-Touch 

Multichannel 

ÅSellers drive relationships with 

purchasers and end users 

ÅEffective onsite services (inventory 

management, safety, onsite training) 

ÅQuantify the value add 

ÅHelp lower customerôs 

total cost 

Value-added relationships 

and services 

Analytics to  

prove value 

Omnipresent digital 

landscape 

ÅEndless assortment at competitive 

prices for customer acquisition 

ÅSimple customer experience 

Shifting Market Dynamics 

Business Models 

ÅHighly curated product information 

and search 

ÅCustomized experience 

ÅEnable complex buying processes 

ÅDigital solutions and marketing to 

build relationships 

ÅQuantify the value add 

ÅHelp lower customerôs 

total cost 
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1. Organic growth excludes acquisitions, divestitures and foreign exchange, which represents a 1% headwind to revenue in 2017.  2. As of 11/10/17.  Please 

see slides 29-31 for reconciliation. 3. International includes Cromwell, Fabory, Mexico and Latin America. 4. ROIC shown is for MonotaRO, which serves as a 

proxy for the overall single channel business. 5. Total company also includes Specialty Brands, eliminations and unallocated expenses. Numbers may not 

sum due to rounding.  

 

DǊŀƛƴƎŜǊΩǎ tƻǊǘŦƻƭƛƻ !ƴŘ нлмт9 tŜǊŦƻǊƳŀƴŎŜ  

3% 7% 

(6ï7%) 0% (5ï10%) 

Large 

Medium 

Canada 

Single Channel Online 

Revenue Revenue OE%2 ROIC 

 $6.2B 

$0.9B 

$1.3B 

$0.8B 

13ï18% 

25ï30% 

~10% 

0% 

(4%) 

23% 

$0.9B ~2% 7% 

$10.3B ~10.7% TOTAL COMPANY5: 

~40% 

~50%4 

<10% 

~23% 

U.S. 

International3 

Volume 

1ï2% 

4% 

~7% 

23% 

7% 
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Growth 

Profitability 

Growth and  

Profitability 

Organic Growth1 

Imperative 

Growth 



9 

DǊŀƛƴƎŜǊΩǎ {ǘǊŀǘŜƎƛŎ LƳǇŜǊŀǘƛǾŜǎ  

Canada 

Single Channel 

Online 

U.S. 

International 

  

H
ig

h
-T

o
u

c
h

 M
u

lt
ic

h
a
n

n
e
l 

  

Complete pricing strategy 

Build advantaged digital capability 

Execute complete  

business model reset 

Execute high-value sales and service solutions 

Drive profitable growth 

Expand assortment 

Improve the 

end-to-end 

customer 

experience 

Improve the 

cost structure 

Businesses Creating Unique Value 

Innovate around customer acquisition 



Grainger Confidential 

U.S. Business 
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U.S. Value Proposition 

Competitively 

Advantaged 

Customer Offer 

Consultative Sales 

And Services Model  

ÅBroad in-stock, high quality products 

ÅBest in class digital experience  

ÅFair prices  

Flawless Order To 

Cash Process 

ÅHelp customers manage inventory and costs 

ÅSolve most pressing customer problems  

ÅTechnical support and other services  

ÅComplete orders delivered quickly  

ÅCustomer determines origination and fulfillment path 
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Value Proposition Resonates With Medium As Well 

In-stock, high quality products 

ñGraingerôs usually got it. They have a huge 

inventory. If they don't have it [at one store] they 

usually have it across town, or they can have it 

delivered to you next day.ò  

Fair prices 

ñSometimes the power tools might be a few more 

dollars, but Grainger is one of the few people that still 

warranty. Even a crescent wrench, if it breaks they 

honor the warranty on it.ò  

Competitively 

Advantaged 

Customer Offer 

Complete orders, delivered quickly 

ñEasy to place my order, billing and delivery 

addresses already set-up and basically next-day 

delivery! The people on the phone are friendly, 

efficient and helpful!ò 

Complete orders, delivered quickly  

ñVery little delay in receiving products. Orders are 

sent in a timely fashion and are accurate.ò  

Flawless Order To 

Cash Process 

Consultative Sales 

And Services Model  

Technical Support 

ñI was looking for a boiler hot water pump and had 

very limited information about the old one. The 

Grainger rep was extremely helpful in finding the 

replacement pump and getting it to me quickly.ò  

Technical Support 

ñMy experience with Grainger trying to find the right 

product has always been good. The quick access to 

the technical department and help finding parts is 

essential because we don't always have the time or 

the answers to our problems.ò 
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U.S. Segment Volume Growth Accelerating vs. Market 

4% 4% 1% 

-1% 

5% 

6-8% 6-8% 

-5%

0%

5%

10%

2013 2014 2015 2016 2017E 2018E 2019E

3% -1% -3% 2.5% 3% 2-3% 2-3% 
Total U.S.  

MRO Market 

Volume Growth 

Å Historically, volume has 

grown 1-2% faster than 

the market 

Å Removing pricing barrier 

has accelerated volume 

growth 

Å Projections conservative 

at 6% volume growth in 

2018 and 2019 

Note: As of 11/10/17.  Volume on $8 billion on U.S. segment as reported in quarterly earnings releases. U.S. segment volume excludes 

seasonal sales, the impact of weather, intercompany sales and holiday timing.  
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U.S. Large and Medium 
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Multisite/ 

Contract 

~$1.0B 

~$0.3B ~$0.2B 

~$0.7B 

~$4.3B 

~$0.6B 

Single-site/ 

Noncontract 

Large 
(>$60K) 

Medium 
($10-60K) 

Small 
(<$10K) 

Note: Multichannel only. Does not include Zoro and Specialty Brands. All numbers are 2017E revenue.  

Numbers may not sum due to rounding. 

Represents 

2017E revenue 

Å U.S. Large:  

~$6.2B in revenue and ~8% share of $75B market 

ï Largest business with healthy profitability 

ï U.S. Large Contract business ~$5.2B 

ï U.S. Large Noncontract business ~$1.0B 

Å U.S. Medium:  

~$0.9B revenue and ~2% share of $50B market 

ï Modest-sized business with high profitability 
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U.S. Large Customer Volume Growth  

Å Growth softened from 2013ï2016 due to economy 

and less competitive prices (spot buys and Large 

Noncontract business) 

Å Accelerated volume growth as 2017 progressed  

Å Web price on all SKUs on Aug. 1 

Å Digital marketing accelerated mid-August 

Å Timing/complexity of contract transitions 

Å Pricing changes allowing for better customer mix 

Å Spot buy and Large Noncontract growing 

after historical declines 

7% 
5% 

2% 
1% 4% 

0%

5%

2013 2014 2015 2016 2017E

Daily Volume Growth 

3% 4% 
5% 6% 

0%

5%

Q1'17 Q2'17 Q3'17 Q4'17E

Note: As of 11/10/17. Total product COGS dollars (excludes hurricane-related sales, freight, rebates and other adjustments) used as a 

proxy for volume. 
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U.S. Medium: Now Growing 

Å Very low share with significant growth opportunity at high profitability 

Å Removed pricing barrier, enabling significant volume growth and new customer 

acquisition 

ÅGrowing share of wallet with existing mid-sized customers  

ÅStarting to acquire new customers and opportunity is significant: 800K+ total 

customers, only reaching a small portion now 

Å Leveraging digital marketing and inside sales representatives to drive growth 

Å Building capability to serve these customers with an advantaged digital offer 
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Å After historical declines, pricing actions allowing 

for significant share growth  

Å Growth at margins higher than U.S. average 

Å Other proof points showing positive signs:  

Å New customer acquisition 

Å Reactivation  

Å Repeat buys/penetration 

-8% -9% -8% 
-11% 

~7% 

-15%

-5%

5%

2013 2014 2015 2016 2017E

Daily Volume Growth 

-7% 

3% 15% 

15ï20% 

-10%

0%

10%

20%

Q1'17 Q2'17 Q3'17 Q4'17E

U.S. Medium Volume Growth 

Note: As of 11/10/17. Total product COGS dollars (excludes hurricane-related sales, freight, rebates and other adjustments) used as a 

proxy for volume. 



Wheel Burr Zinc plated slotted steel metric filister head m3 6mm machine screw Build a fence Wheel Wheel 

Å Gamut built as R&D; invested in 

highly curated product information 

and search  

Å Building the best industrial 

distribution website by combining 

Gamutôs capabilities with 

Grainger.com 

Å Will not be a separate website 

Å Not going to compete like endless 

assortment competitors, will curate 

data to provide relevant solutions 
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Creating Digital Advantage For The Multichannel Model 
Leveraging new capabilities for an exceptional customer experience 


