
 
 
 
 
 

The Sherwin-Williams Company Reports 2017 Second Quarter Financial Results 
 

•  Consolidated net sales increased 16.0% in the quarter to a record $3.74 billion, and 
increased 12.1% in the six months to a record $6.50 billion, including Valspar sales for the 
month of June, which increased consolidated net sales in the quarter and six months by 
11.8% and 6.6%, respectively. The change in revenue classification increased net sales 
2.2% in the quarter and six months 

•  Net sales from stores in U.S. and Canada open more than twelve calendar months increased 
4.9% in the quarter and 6.0% in the six months 

•  Earnings Before Interest Taxes Depreciation and Amortization (EBITDA) from continuing 
operations increased 11.7% in six months to $1.03 billion and increased 9.3% without the 
impact from the Valspar Acquisition 

•  Diluted net income per common share decreased 15.8% to $3.36 per share in the quarter, 
including a $.44 per share charge related to the divestiture of the Valspar North American 
Industrial Wood Coatings business divestiture, and a $.72 per share charge for acquisition-
related costs, including inventory purchase accounting adjustments and increased 
amortization of intangibles. Valspar operations increased EPS by $.10 per share in the 
quarter, including a $.19 per share charge from interest expense on new debt 

•  Establishing 3Q17 EPS range of $3.70 to $4.10, including a $.40 to $.60 per share increase 
from Valspar operations, offset by approximately $1.10 per share charge for acquisition-
related costs 

•  Updating continuing operations FY17 EPS guidance to $12.30 to $12.70 per share, 
including a $.75 to $.95 increase from Valspar operations, partially offset by approximately 
$2.50 per share charge for acquisition-related costs vs. $11.99 per share in 2016, which 
included an $.86 per share charge for acquisition-related costs 

 
CLEVELAND, OHIO, July 20, 2017 - The Sherwin-Williams Company (NYSE: SHW) announced its financial results for 
the second quarter ended June 30, 2017. On June 1, 2017, the Company completed the acquisition of The Valspar 
Corporation (Valspar) for a total purchase price of $8.9 billion. The acquisition expands Sherwin-Williams' diversified 
array of brands and technologies, expands its global platform and adds new capabilities in the packaging and coil 
businesses. 

As a result of the Valspar acquisition and integration, the Company made important changes to its organizational and 
reporting structure that resulted in establishing three new reportable operating segments. The Americas Group reportable 
operating segment includes Sherwin-Williams' previous Paint Stores Group and Latin America Coatings Group. The 
Consumer Brands Group reportable operating segment includes Sherwin-Williams' Consumer Group and Valspar's 
Consumer Paints segment, excluding Valspar's Automotive Refinishes products business. The Performance Coatings 
Group reportable operating segment includes Sherwin-Williams' Global Finishes Group and Valspar's Coatings Group 
along with Valspar's Automotive Refinishes products business. Valspar's North American Industrial Wood Coatings 
business, which was previously reported under Valspar's Coatings Group, was divested in order to secure regulatory 
approval to complete the Valspar acquisition. 
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Compared to the same periods in 2016, consolidated net sales increased $516.3 million, or 16.0%, to $3.74 billion in the 
quarter and increased $703.7 million, or 12.1%, to $6.50 billion in six months due primarily to the addition of Valspar 
sales for the month of June and higher paint sales volume in The Americas Group and the Performance Coatings Group. 
The previously announced change in revenue classification increased sales 2.2% both in the quarter and six months. This 
change primarily impacted The Americas Group and the Performance Coatings Group. It had no impact on segment profit, 
but reduced the segment profit as a percent to net sales of the affected Groups. 

Diluted net income per common share in the quarter decreased to $3.36 per share from $3.99 per share in 2016. Diluted 
net income per common share in six months increased to $5.90 per share from $5.76 per share in 2016. Diluted net 
income per common share from continuing operations (excluding a $.44 per share charge related to the divestiture) in the 
quarter and six months was $3.80 and $6.34 per share, respectively. Second quarter and six months 2017 diluted net 
income per common share include a $.72 and $.80 per share charge, respectively, from acquisition-related costs, inventory 
purchase accounting adjustments and increased amortization of intangibles. Valspar operations increased EPS by $.10 per 
share in the quarter, including a $.19 per share charge from interest expense on new debt. Second quarter and six months 
2016 diluted net income per common share included a $.16 and $.40 per share charge from acquisition-related costs, 
respectively. Currency translation rate changes did not have a significant impact on diluted net income per common share 
in the quarter and six months. 

Net sales in The Americas Group increased 8.7% to $2.44 billion in the quarter and increased 10.2% to $4.39 billion in six 
months due primarily to higher architectural paint sales volume across most end market segments, the impact of the 
change in revenue classification and selling price increases. Latin America region net sales, stated in U.S. dollars, 
increased 1.2% in the quarter and increased 6.9% in six months over last year's comparable period. Net sales from stores 
in U.S. and Canada open for more than twelve calendar months, excluding the change in revenue classification, increased 
4.9% in the quarter and increased 6.0% in six months over last year's comparable periods. The Americas Group segment 
profit increased $33.3 million to $532.7 million in the quarter and increased $86.0 million to $837.9 million in six months 
due primarily to higher paint sales volume and selling price increases partially offset by increased raw material costs. 
Segment profit as a percent to net sales decreased in the quarter to 21.8% from 22.2% last year. Six months segment profit 
margin increased to 19.1% from 18.8% last year. Excluding the change in revenue classification, segment profit margin 
was 22.6% and 19.7% in the quarter and six months, respectively. 

Net sales of the Consumer Brands Group increased 16.0% to $536.4 million in the quarter and increased 4.0% to $859.8 
million in six months due primarily to the inclusion of Valspar sales for the month of June, partially offset by lower 
volume sales to most of the Group's retail and commercial customers. Valspar sales increased Group net sales 27.9% and 
15.6% in the quarter and six months, respectively. Segment profit decreased to $76.1 million in the quarter from $103.2 
million last year and decreased to $132.0 million in six months from $163.0 million last year due primarily to lower 
organic sales volumes, increasing raw material costs and acquisition-related purchase accounting adjustments to inventory 
and increased amortization costs totaling $20.5 million in the quarter. The impacts were partially offset by improved 
operating efficiencies, good expense control and selling price increases. As a percent to net external sales, segment profit 
decreased in the quarter to 14.2% from 22.3% last year and decreased in six months to 15.4% from 19.7% last year due 
primarily to higher raw material costs and acquisition-related costs, which reduced segment profit as a percent to sales in 
the quarter and six months by 3.8% and 2.4%, respectively. 

The Performance Coatings Group's net sales stated in U.S. dollars increased 48.0% to $761.1 million in the quarter and 
increased 26.9% to $1.25 billion in six months due primarily to one month of Valspar sales, higher paint sales volume and 
selling price increases. Valspar sales contributed 48.8% and 25.6% to Group net sales in the quarter and six months, 
respectively. Stated in U.S. dollars, segment profit decreased in the quarter to $62.3 million from $70.4 million last year 
and decreased in six months to $119.5 million from $123.1 million last year due primarily to acquisition-related costs, 
including purchase accounting adjustments to inventory and increased amortization costs of $38.3 million in the quarter. 
Currency translation rate changes had a minimal impact on segment profit in the quarter and six months. As a percent to 
net external sales, segment profit decreased in the quarter to 8.2% from 13.7% last year and decreased in six months to 
9.6% from 12.5%. Acquisition-related expenses decreased segment profit as a percent to sales in the quarter and six 
months by 5.0% and 3.1%, respectively. 
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The Company made no open market purchases of its common stock in the six months ended June 30, 2017. At June 30, 
2017, the Company had cash on hand of $210 million that will be utilized to reduce debt. In the first six months, the 
Company opened 33 net new store locations in The Americas Group. 

Based on total Company borrowings, twelve-month interest expense is projected to be approximately $400 million.  
Incremental depreciation and amortization step-up related to Valspar acquisition purchase accounting is projected to be 
approximately $275 million on an annual basis. Purchase accounting inventory adjustments of $110 million are being 
amortized over the three months of June, July and August, 2017. The balance sheet reflects preliminary purchase 
accounting balances and incremental debt of $9.5 billion used to fund the acquisition. 

Commenting on the second quarter, John G. Morikis, Chairman, President and Chief Executive Officer, said, “It is 
gratifying to finally report a quarter that includes results from Valspar. We are pleased to have completed the acquisition, 
and I would like to once again welcome our colleagues from Valspar and the tremendous talent they bring to Sherwin-
Williams. This acquisition accelerates Sherwin-Williams’ global growth strategy and creates the global leader in paints 
and coatings. The combination of these two companies forms a world class brand portfolio, expanded product range, 
premier technology and innovation platforms and an extensive global footprint.” 

“Looking ahead, our focus is on strengthening the performance of our core businesses while completing the integration of 
the two companies with speed and precision. The former will require us to drive stronger architectural paint sell-through 
across all retail channels and capture raw material cost increases through appropriate pricing initiatives, particularly in our 
industrial coatings businesses. The latter means implementing the integration plans we have developed over the past 15 
months, and recognizing when course correction is required. Our success in these two areas will create a highly 
differentiated enterprise better equipped to serve paint and coatings customers around the corner and around the globe.” 

“For the third quarter, we anticipate our Sherwin-Williams' core net sales will increase a low to mid single digit 
percentage compared to last year's third quarter. In addition, we expect incremental sales from the Valspar acquisition to 
be approximately $1.0 billion in the third quarter. At that anticipated sales level, we estimate diluted net income per 
common share in the third quarter of 2017 to be in the range of $3.70 to $4.10 per share, including a $1.10 per share 
charge from costs associated with the Valspar acquisition, and includes an EPS increase of $.40 to $.60 per share from 
Valspar operations. The increase from Valspar operations includes acquisition financing expense charge of $.40 per share 
in the third quarter. Third quarter 2016 earnings were $4.08 per share and included a $.24 per share charge for acquisition-
related costs. For the full year 2017, we expect Sherwin-Williams' core net sales to increase by a mid single digit 
percentage compared to full year 2016. In addition, we expect incremental sales from the Valspar acquisition to be 
approximately $2.4 billion in 2017. With annual sales at that level, we are updating our guidance for full year 2017 diluted 
net income per common share to be in the range of $12.30 to $12.70 per share compared to $11.99 per share earned in 
2016. Full year 2017 diluted net income per common share guidance includes a $2.50 per share charge from costs 
associated with the acquisition of Valspar, and includes an EPS increase of $.75 to $.95 per share from Valspar operations. 
The increase from Valspar operations includes acquisition financing expense charge of $.95 per share for the full year. Full 
year 2016 earnings per share included $.86 per share charge related to the Valspar acquisition."  

The Company will conduct a conference call to discuss its financial results for the second quarter, and its outlook for the 
third quarter and full year 2017, at 11:00 a.m. EDT on Thursday, July 20, 2017. The conference call will be webcast 
simultaneously in the listen only mode by Issuer Direct. To listen to the webcast on the Sherwin-Williams website, 
www.sherwin.com, click on About Us, choose Investor Relations, then select Press Releases and click on the webcast icon 
following the reference to the July 20th release. The webcast will also be available at Issuer Direct's Investor Calendar 
website, www.investorcalendar.com. An archived replay of the live webcast will be available at www.sherwin.com 
beginning approximately two hours after the call ends and will be available until August 9, 2017 at 5:00 p.m. EDT. 

Founded in 1866, The Sherwin-Williams Company is a global leader in the manufacture, development, distribution, and 
sale of paints, coatings and related products to professional, industrial, commercial, and retail customers. The company 
manufactures products under well-known brands such as Sherwin-Williams®, Valspar®, HGTV HOME® by Sherwin-
Williams, Dutch Boy®, Krylon®, Minwax®, Thompson's® Water Seal®, Cabot® and many more. With global headquarters 
in Cleveland, Ohio, Sherwin-Williams® branded products are sold exclusively through a chain of more than 4,100 
company-operated stores and facilities, while the company's other brands are sold through leading mass merchandisers, 
home centers, independent paint dealers, hardware stores, automotive retailers, and industrial distributors. The Sherwin-
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Williams Performance Coatings Group supplies a broad range of highly-engineered solutions for the construction, 
industrial, packaging and transportation markets in more than 120 countries around the world. Sherwin-Williams shares 
are traded on the New York Stock Exchange (symbol: SHW). For more information, visit www.sherwin.com. 

                
 

Regulation G Reconciliation 
Management of the Company believes that investors’ understanding of the Company’s operating performance is enhanced 
by the disclosure of diluted net income per common share excluding the Valspar acquisition-related costs. This adjusted 
earnings per share measurement is not in accordance with U.S. generally accepted accounting principles (GAAP). It 
should not be considered a substitute for earnings per share computed in accordance with U.S. GAAP and may not be 
comparable to similarly titled measures reported by other companies. The following tables reconcile diluted net income 
per common share computed in accordance with U.S. GAAP to diluted net income per common share excluding the 
impact from the Valspar acquisition. 
 

 Three Months Six Months Three Months Ended  Year Ended

 Ended Ended September 30, 2017  December 31, 2017

 June 30, June 30, (guidance)  (guidance)

 2017 2017 Low High  Low High

          
Diluted net income per common share $ 3.36  $ 5.90  $ 3.70 $ 4.10  $ 11.86 $ 12.26

Charge related to discontinued operations .44  .44     .44 .44

Diluted net income per common share from 
continuing operations 3.80  6.34  3.70 4.10

 
 12.30 12.70

Valspar-related costs:          
Transaction and integration costs .30  .38  .10 .10  .60 .60

Purchase accounting amortization expense .42  .42  1.00 1.00  1.90 1.90

Consolidated excluding Valspar-related costs 4.52 7.14 4.80 5.20  14.80 15.20

          
Valspar operations income .29  .29  .80 1.00  1.70 1.90

New debt interest expense (.19)  (.19)  (.40) (.40)  (.95) (.95)

Total Valspar income contribution .10 .10 .40 .60  .75 .95

          
Consolidated excluding Valspar $ 4.42  $ 7.04  $ 4.40 $ 4.60  $ 14.05 $ 14.25

 
 

 Three Months Six Months Three Months  Year 

 Ended Ended Ended  Ended 

 June 30, June 30, September 30,  December 31,

 2016 2016 2016  2016 

Diluted net income per common share:         
Consolidated $ 3.99  $ 5.76  $ 4.08  $ 11.99  

Acquisition-related costs .16  .40  .24  .86  
Consolidated excluding Valspar-related costs $ 4.15  $ 6.16  $ 4.32  $ 12.85  
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Management of the Company believes that investors’ understanding of the Company’s operating performance is enhanced 
by the disclosure of earnings before interest, taxes, depreciation and amortization (EBITDA) excluding the Valspar 
acquisition-related costs. This measurement is not in accordance with U.S. GAAP. It should not be considered a substitute 
for net income or net operating cash. The following table reconciles net income from continuing operations computed in 
accordance with U.S. GAAP to EBITDA from continuing operations excluding the impact from the Valspar acquisition. 
 

 Six Months  Six Months     

 Ended  Ended     

 June 30, 2017  June 30, 2016  $ Change  % Change 

        

Net income from continuing operations $ 599,803  $ 542,940  $ 56,863  10.5 %

Interest expense 82,424  66,610  15,814  23.7 %

Income taxes 215,805  212,639  3,166  1.5 %

Depreciation 94,965  86,724  8,241  9.5 %

Amortization 35,088  11,366  23,722  208.7 %

EBITDA from continuing operations 1,028,085  920,279  107,806  11.7 %

Valspar EBITDA * (16,952)  (35,623)  18,671  (52.4)%

EBITDA from continuing operations 
without Valspar $ 1,045,037  $ 955,902  $ 89,135

 
 9.3 %

        

* Valspar EBITDA for 2017 includes June 2017 Valspar operations, purchase accounting items and acquisition 
costs. Valspar EBITDA for 2016 includes acquisition costs only. 
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This press release contains certain “forward-looking statements," as defined under U.S. federal securities laws, with respect to sales, earnings and other matters. These 
statements can be identified by the use of forward-looking terminology such as "believe," "expect," "may," "will," "should," "project," "could," "plan," "goal," 
"potential," "seek," "intend" or "anticipate" or the negative thereof or comparable terminology. These forward-looking statements are based upon management's current 
expectations, estimates, assumptions and beliefs concerning future events and conditions. Readers are cautioned not to place undue reliance on any forward-looking 
statements. Forward-looking statements are necessarily subject to risks, uncertainties and other factors, many of which are outside the control of the Company that 
could cause actual results to differ materially from such statements and from the Company's historical results and experience. These risks, uncertainties and other factors 
include such things as: general business conditions; the Company's ability to successfully integrate past and future acquisitions into its existing operations, including 
Valspar, as well as the performance of the businesses acquired; risks inherent in the achievement of anticipated cost synergies resulting from the acquisition of Valspar 
and the timing thereof; strengths of retail and manufacturing economies and the growth in the coatings industry; changes in the Company's relationships with customers 
and suppliers; changes in raw material availability and pricing; unusual weather conditions; and other risks, uncertainties and factors described from time to time in the 
Company's reports filed with the Securities and Exchange Commission. Since it is not possible to predict or identify all of the risks, uncertainties and other factors that 
may affect future results, the above list should not be considered a complete list. Any forward-looking statement speaks only as of the date on which such statement is 
made, and the Company undertakes no obligation to update or revise any forward-looking statement, whether as a result of new information, future events or otherwise. 



 

The Sherwin-Williams Company and Subsidiaries 
Statements of Consolidated Income (Unaudited) 

           

  Three Months Ended June 30, Six Months Ended June 30, 

Thousands of dollars, except per share data  2017 2016 2017  2016
           

Net sales  $ 3,735,817 $ 3,219,525 $ 6,497,204  $ 5,793,549
Cost of goods sold   1,998,761  1,583,624  3,416,874   2,895,803
Gross profit   1,737,056  1,635,901  3,080,330   2,897,746
  Percent to net sales   46.5%  50.8%  47.4%   50.0% 
Selling, general and administrative expenses   1,145,492  1,048,496  2,155,667   2,045,169
  Percent to net sales   30.7%  32.6%  33.2%   35.3% 
Other general expense - net   1,775  2,733  2,051   20,287
Interest expense   56,729  40,878  82,424   66,610
Amortization   28,918  5,584  35,088   11,366
Interest and net investment income   (3,091)  (952)  (4,371)   (1,439)
Other (income) expense - net   (1,770)  (52)  (6,137)   174

Income from continuing operations 
     before income taxes   509,003  539,214  815,608

 
  755,579

Income taxes   148,352  161,150  215,805   212,639

Net income from continuing operations   360,651 378,064 599,803  542,940
           

Loss from discontinued operations           
Income taxes   41,540    41,540    

Net loss from discontinued operations   (41,540)  —  (41,540)   —

           

Net income  $ 319,111 $ 378,064 $ 558,263  $ 542,940

           
Basic net income per common share:           

Continuing Operations  $ 3.89 $ 4.12 $ 6.47  $ 5.93

Discontinued Operations   (0.45)    (0.45)    

Net income per common share  $ 3.44 $ 4.12 $ 6.02  $ 5.93

           
Diluted net income per common share:           

Continuing Operations  $ 3.80 $ 3.99 $ 6.34  $ 5.76

Discontinued Operations   (0.44)    (0.44)    

Net income per common share  $ 3.36 $ 3.99 $ 5.90  $ 5.76

           
           

Average shares outstanding - basic   92,841,148  91,788,734  92,695,853   91,632,297

           

Average shares and equivalents outstanding - diluted  94,968,636  94,669,751  94,697,439   94,305,997

    
    

 



The Sherwin-Williams Company and Subsidiaries  

Business Segments (Unaudited)  

           

           

           

Thousands of dollars 2017 2016  

Net Segment Net Segment
 External Profit External  Profit
 Sales (Loss) (1) Sales  (Loss)
Three Months Ended June 30:     
The Americas Group $ 2,437,655 $ 532,687 $ 2,241,566  $ 499,347  

Consumer Brands Group  536,441  76,064  462,473   103,157  

Performance Coatings Group  761,094  62,345  514,198   70,377  

Administrative  627  (162,093)  1,288   (133,667)  

Consolidated totals $ 3,735,817 $ 509,003 $ 3,219,525  $ 539,214  

     
           

Six Months Ended June 30:           

The Americas Group $ 4,389,401 $ 837,911 $ 3,982,060  $ 751,953  

Consumer Brands Group  859,807  131,978  827,093   163,030  

Performance Coatings Group  1,245,548  119,457  981,830   123,050  

Administrative  2,448  (273,738)  2,566   (282,454)  

Consolidated totals $ 6,497,204 $ 815,608 $ 5,793,549  $ 755,579

     
(1) Segment Profit (Loss) only includes the continuing operations. 

             



 

The Sherwin-Williams Company and Subsidiaries     

Consolidated Financial Position (Unaudited)     

Thousands of dollars June 30,     
2017 2016

Cash $ 210,049 $ 402,656 
Accounts receivable 2,377,874 1,473,078     
Inventories 1,854,937 1,152,232     
Other current assets 411,141 455,976     
Short-term borrowings (51,904) (59,203)     
Current portion of long-term debt (701,101) (2,179)     
Accounts payable (1,783,648) (1,289,406)     
Other current liabilities (1,615,260) (1,274,425)     
Working capital 702,088 858,729 
Net property, plant and equipment 1,889,917 1,072,257     
Deferred pension assets 224,695 246,090     
Goodwill and intangibles 13,180,647 1,391,770     
Other non-current assets 568,138 471,618     
Long-term debt (10,751,284) (1,909,217)     
Postretirement benefits other than pensions (253,434) (251,812)     
Deferred income taxes (2,467,348) (131,447)     
Other long-term liabilities (702,159) (501,359)     

Shareholders' equity $ 2,391,260  $ 1,246,629      
 

Selected Information (Unaudited)  

Thousands of dollars Three Months Ended June 30, Six Months Ended June 30, 

2017 2016 2017 2016

The Americas Group - net new stores 20 26 33 42
The Americas Group - total stores 4,552 4,419 4,552   4,419

Performance Coatings Group - net new branches (2)   (1)

Performance Coatings Group - total branches 290 295 290   295

   
Depreciation $ 50,370 $ 43,829 $ 94,965  $ 86,724

Capital expenditures 42,156 62,082 83,635   114,081

Cash dividends 79,484 77,987 158,934   155,721

Amortization of intangibles 28,918 5,584 35,088   11,366

   
Significant components of Other general expense - net:   

Provision for environmental related matters - net 1,110 2,507 1,629   20,536

Loss (gain) on sale or disposition of assets 665 226 422   (249)

Significant components of Other (income) expense - net:   
Dividend and royalty income (1,198) (999) (3,042)   (2,165)

Net expense from banking activities 2,513 2,108 4,985   4,371

Foreign currency transaction related losses (gains) 976 1,819 (2,610)   3,509

Other (1) (4,061) (2,980) (5,470)   (5,541)

   
Intersegment transfers:   
    Consumer Brands Group 864,337 763,956 1,560,175   1,377,586

    Performance Coatings Group 7,232 6,025 11,031   7,981

    The Americas Group 2,021 9,960 4,361   18,653

    Administrative 3,356 3,284 6,535   6,489

   

(1)  Consists of items of revenue, gains, expenses and losses unrelated to the primary business purpose of the Company. No items are individually significant. 

 


