
Financial and 
Operations Overview



We grow our business by:  

4 to 6% sales growth

Base 
Business 
Growth 

Product 
Innovation Acquisitions

Projecting Long-term Growth of 4-6%
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• Innovation
• Marketing
• Distribution
• Pricing



Projecting Long-term Sales Growth of 4-6%
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Steady progress in shaping portfolio with acquisitions

3



Financial and 
Operations Overview

Gordon M. Stetz
Executive Vice President & CFO 

Jim Radin
Vice President - Global Operations



5

Gordon M. Stetz
Executive Vice President & CFO

Jim Radin
Vice President - Global Supply 
Chain Operations

Paul C. Beard
Senior Vice President 
Finance & Treasurer



A Diversified Portfolio

► Sales have shifted toward consumer 
business due to underlying growth rate and 
acquisitions

► Expect further skew toward consumer

% Portfolio Sales 2006 2009 2013 Est
Consumer 57% 60% ~ 63%
Industrial 43% 40% ~ 37%

2009 Net Sales By Segment
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Consumer
60%

Industrial
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A Diversified Portfolio

► Relative profitability of businesses 
varies

► Reinvest in consumer

► Improve industrial

CONSUMER

INDUSTRIAL

Operating Income Margin 2009* Goal 2013 Est

Consumer 21% Reinvest ~20%

Industrial 7% Improve 9-10%

Total Company 15% Expand 16-17%

* On a comparable basis excluding restructuring charges

2009 Operating Income By Segment*
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A Diversified Portfolio 

►~33% reduction in 
customers and products

►28% increase in operating 
income
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Industrial transformation a success

* On a comparable basis excluding restructuring charges



A Diversified Portfolio 

Operating Income*
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Industrial transformation a success

► 25% reduction in customers 
and products

► 27% increase in operating 
income

► Margin improvement lowered 
an estimated 200 basis points 
2007- 2008 by higher 
commodity costs

* On a comparable basis excluding restructuring charges



Industrial margin improvement continues

A Diversified Portfolio 

► Moving margins toward 9-10%
► CCI 
► Shift toward higher-margin 

value-added items

► Solid ROIC
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Improving Margins
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► Globally aligned 

► Functionally connected

► Organization as a whole is delivering benefits faster than sum of the parts

Improving Margins

Margin improvement and supply chain management 
are directly linked



Hunt Valley Plant – largest global facility

Improving Margins 

► Doubled plant capacity 2006-
2009

► Conversion cost per unit down 
10% from 2005’s level

► Deployment of high performance 
work system

0

20

40

60

80

100

120

140

2005 2010 (Est)

13

Unit Volume (mm)
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Cost per Unit 



Sustainability efforts are part of margin improvement

►One of largest installations in Maryland

►Solar panels to produce about 1 megawatt of electricity, enough to power 
110 residential homes

Improving Margins 
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Process reliability increase lowering cost and 
expanding capacity

Improving Margins 
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Up 1000 bps 
Flavor 
Manufacturing 
Center

Up 1900 bps 
South Bend IN

Up 500 bps 
Dallas TX

►Process reliability increase of 
500-1900 basis points 2008 
to 2010

►$4 million savings projected

►Capacity “created”

Process Reliability
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In France, lowered conversion cost per unit 
10% in 5 years

Improving Margins 
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Conversion Cost Per Unit (2005 Index)

Process Reliability

► Process reliability increased 

740 bps 2007-2009

►Turnover about flat and 
absenteeism <4%

►$2.5 million savings 
generated

►Capacity “created”



Improving Margins 
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At various stages of roll-out with high performance 
work system

► Increased productivity

► Employee engagement

►Lowered turnover

►Lowered absenteeism
McHPS Site

Foundational HPS Site

Non-McHPS Site

Canada

USA

Mexico

El Salvador

U.K.

Holland

France

South Africa
Australia

Singapore

Thailand

China



Since 2005, reduced globally:

Improving Margins 

► Greenhouse gases

► Water usage        

► Electricity

► Solid Waste
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24%
19%
14%

6%
Haddenham, U.K. Atlanta, GA



Comprehensive Continuous Improvement…CCI

Improving Margins

2009 CCI Savings By Region► Productivity improvements
throughout operations

► Achieved $37 million
cost reductions in 2009

► Targeted savings of $35-
$40 million in 2010
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Other Asia/Pacific
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CCI + restructuring program

Improving Margins 

► Steady stream of 
cost savings

► Avg annual savings 
of $26 million
since 2003
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Restructuring savings 



CCI runway

Improving Margins 
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►Building direct connectivity

►Pull vs push approach

►Champions and cross-
functional teams

2010 CCI Savings by Source

Manufacturing

SG&A

Sourcing

Distribution



CCI runway

Improving Margins 

Start-up
Structure 
and 
Process

Optimize
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►Building direct connectivity

►Pull vs push approach

►Champions and cross-functional teams



GOAL: Achieve $150 million in savings 2010-2013              

Improving Margins 
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Cost Savings ($ mm) 

Restructuring savings 



Reducing the cash conversion cycle                     

From Cash to Shareholder Value 

CASH CONVERSION CYCLE 2007 2008 2009

Days of inventory supply 91 88 87

Days sales outstanding 44 44 39

Days payable outstanding 45 47 46

Cash conversion cycle 90 85 80
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Reducing the cash conversion cycle                     

From Cash to Shareholder Value 

CASH CONVERSION CYCLE 2007 2008 2009

Days of inventory supply 91 88 87

Days sales outstanding 44 44 39

Days payable outstanding 45 47 46

Cash conversion cycle 90 85 80

GOAL: Remove another 10 days by 2012                
25



Increasing cash 

From Cash to Shareholder Value

►Increasing earnings

► Sales growth 4-6%

► Higher margins

►Reducing cash conversion 
cycle
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From Cash to Shareholder Value

►Dividends
► 24th consecutive increase
► Paid every year since 1925

► Acquisitions
► Avg $148 million annually 

past 10 yrs 

Uses of Cash 2000 to 2009
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Balanced approach to uses of cash                         

Share 
Repurchases

DividendsCapital Ex

Acquisitions

►Share repurchase
► Avg 2% reduction when program is active
► Resuming repurchases April   2010
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Long-term Objectives 

As of 2007       Actual

Sales growth 4-6% Avg 5.6% 2007-2009

Gross profit margin +50 bp Avg +20 bp

Operating income margin      15% by 2012    15% in 2009

Leverage cash 2% add to EPS    <1%

EPS 9-11%                Avg 11.7% 2007-2009*

28
* On a comparable basis excluding restructuring charges and unusual items



Long-term Objectives 

As of 2007       Today

Sales growth 4-6% 4-6%
Gross profit margin +50 bp +50 bp
Operating income margin      15% by 2012    16-17% by 2013
Leverage cash 2% add to EPS    2% add to EPS

EPS 9-11%                9-11%
Dividend yield 2%
Total shareholder return 11-13%
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►A diversified portfolio
► Shift in mix toward consumer business
► Higher industrial business profits

► Improving margins
► HPWS
► CCI
► Sustainability

►From cash to shareholder value
► Working capital improvements
► Balanced uses of cash

Delivering Shareholder Value
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Financial and 
Operations Overview

Questions & Answers



Summary
Alan D. Wilson

Chairman, President & CEO 



Reported EPS growth in each of the last 10 years, 
in up and down markets                         

Resilient Business

$0.00

$0.50

$1.00

$1.50

$2.00

$2.50

1999 2001 2003 2005 2007 2009
0
200
400
600
800
1000
1200
1400
1600

MKC EPS* S&P 500

3333
* EPS from continuing operations on comparable basis, excluding restructuring and unusual items



A Passion for Flavor

► Global leader in delivering 
flavor 

► Strong share of growing 
categories

► Meeting consumer demand 
for great taste

► Relevant to our customers

34

McCormick                         
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Key Take-aways

►Driving top-line growth
►Marketing
► Innovation
►Expansion

►Diversified portfolio

► Improving margins

►From cash to shareholder value
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Thank You!



Appendix
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