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WHY OWN 

 With an October 31st backlog up 20% to $274 million, we estimate EPS up 9% to a 
record $5.09 in FY17 and 12% in FY18 to $5.70. 

 Parts and consumables account for 40% of sales, providing recurring revenue. 

 Emerging markets (Asia-Pacific, Latin America and Eastern Europe), 
approximately 35% of sales, are longer-term growth drivers.  

 Free cash flow estimated at $246 million for FY17 should be used for acquisitions, 
share repurchases and dividends - which have been increased annually for 53 years, 
a record only 13 other publicly traded companies can meet or exceed. 

 Great Lakes Review 

 
 

    January 18, 2017 

     DJIA: 19,807 

NORDSON CORPORATION 
(NDSN -- NASDAQ) 

Price  Dividend 
Year Ending October 
Earnings Per Share   P/E 

Current Price $112 Rate $1.08 FY16 $4.68    23.9x
52-Week Range $116 - $52 Yield 1.0% FY17E $5.09    22.0x
   FY18E $5.70    19.6x

 

Fully Diluted Shares Outstanding (10/31/16) 57.9 million 
Current Market Capitalization $6.4 billion 
Enterprise Value $7.3 billion 
Estimated Float $5.5 billion 
Estimated FY17 Net Return on Sales 15.5% 
Estimated FY17 Return on Average Equity 33% 
Estimated FY17 Pre-Tax Return on Average Invested Capital 25% 
Estimated FY17 Operating Margin 23% 
Estimated FY17 Gross/Free Cash Flow per share $6.39/ $4.27 
Insider Ownership <1% 
Average Daily Share Volume (200 days) 262,000 shares 
Projected 3-to-5-Year EPS Growth Rate 14% 

          
                    Capitalization: October 31, 2016 

                   ($ in millions) 
 Amount Percent 

Total Debt $  985 54%
Shareholders’ Equity   852  46%
Total Capitalization $1,837 100%

 

HOLD 
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Investment Rationale 

Westlake, Ohio-based Nordson Corporation is a market leader in dispensing products and systems.  Nordson has a 
well over 50% market share in Adhesive Dispensing Systems (“ADS,” 49% of sales for FY16) for a variety of 
industries (e.g. food and beverage packaging, consumer goods, automotive components, transportation, agriculture, 
construction, energy, medical and electronics).  In Advanced Technology Systems (“ATS,” 37%), Nordson uses its 
proprietary technologies (surface treatment, material dispensing, and post-dispense bond testing and x-ray inspection 
to ensure quality) to become an integral part of a customer’s production process, serving the electronics, medical and 
other related high-tech markets.  Nordson is the market leader in ATS with a 20% share and no global competitor.   
Finally, Industrial Coating Systems (“ICS,” 14%) provides equipment for applying coatings, paint and other materials, 
as well as curing and drying of dispensed material, mainly to the consumer durables market.  

Nordson’s parts and consumables account for 40% of sales.  Products range from single-use components to manual, 
stand-alone units for low volume operations to automated systems for high-speed, high-volume production lines.  
Nordson’s products have a reputation for high quality, supported by a direct selling organization that accounts for 
90%-to-95% of sales.  While the Company estimates its products do not even make the top 20 in terms of customer 
costs, they are an indispensable part of the manufacturing process.  Global customers such as Procter & Gamble, 
Kimberly Clark, Apple, Intel, Electrolux, Whirlpool and John Deere look to Nordson to avoid costly production line 
downtime, as well as to increase production speed and save on dispensing material.  Sales outside of the U.S. account 
for 71% of the total, with emerging markets accounting for around 35% of sales.   

Nordson’s sales have been up every year except four since the Company’s founding in 1954, with industry leading 
margins (a gross margin consistently in the mid-50% range and estimated at 55% for FY17 with an operating margin 
projected at nearly 23%).  Even after a 31% increase in FY16 (Oct), for FY17 we project EPS up 9% to a record 
$5.09, aided by the $274 million backlog as of October 31, 2016 (up 20% YoY).  For FY18, we estimate EPS up 12% 
to $5.70.  The Company has low capital spending requirements (only 3% of sales projected for FY17) and strong free 
cash flow (estimated at $246 million in FY17), which can be used for acquisitions, share repurchases and dividends.  
Nordson has increased its dividend every year for the last 53, ranking 14th among all U.S. publicly traded companies, 
and a 21% payout ratio estimated for FY17.  Nordson meets Great Lakes Review investment criteria as follows. 

Specialty Niche 

Nordson was founded in 1954 by brothers Eric and Evan Nord. Nordson engineers, manufactures and markets 
products and systems used for precision dispensing and processing adhesives, coatings, polymers, sealants and 
biomaterials; managing fluids; testing for quality; and treating surfaces.  Revenues consist of parts and consumables 
(40% of sales), standard products (39%) and engineered systems (21%).  Payback on Nordson’s equipment can be less 
than one year, depending on usage, application, type of adhesive, etc. 

The Company’s markets are as follows:   
                              

                  Markets Served 

Consumer Non-Durables 38% 
Consumer Durables 17% 
Circuit Board Assembly   9% 
Electronic Components   9% 
Medical   8% 
Automotive   7% 
Industrial   6% 
Semiconductor   6% 
     Source: Company data for FY16 

 
Nordson’s operating segments include the following (see the table later in this report for segment detail since FY05): 

ADS (46% of FY16 sales and a 26.1% operating margin) 
This segment consists of melting, filtering, pumping, transporting and the deposition of adhesives, polymers and other 
materials in the manufacturing of a wide range of goods.  Nordson has a well over 50% share in this market, which it 
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attributes to its first-to-market advantage, superior technology and direct sales and service organization.  Around 50% 
of sales consist of parts and consumables as Nordson’s equipment dispenses hot materials which tend to wear out 
faster.  Segment sales have grown at 7.5% over the last five years.  The Company is targeting an organic growth rate 
of 1.5-to-2x global GDP for the segment. 

 
Source: Company Images 

 

ADS markets include: 

Nonwovens - Equipment for applying adhesives, lotions, liquids and fibers to disposable products and continuous roll 
goods. Key strategic markets include adult incontinence products (a market that is only around 11% penetrated 
globally), baby care (only about 26% penetrated), feminine hygiene products (51%), and surgical drapes, gowns, shoe 
covers and face masks.  Growth drivers include the low penetration of these products in emerging markets, where 
Nordson sells its equipment to major customers such as Procter & Gamble and Kimberly Clark. 

 

 
Nordson equipment applying nonwovens. 

 

Packaging - Automated ADS (to close boxes or apply a label to a plastic bottle) used in the rigid packaged goods 
industries, including food and beverage packaging, pharmaceutical packaging, and other consumer goods packaging. 
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Nordson equipment in a packaging line and applying adhesive to a bottle. 

 
 

Product Assembly - Adhesive and sealant dispensing systems for bonding or sealing plastic, metal and wood in 
markets including appliances, automotive components, building and construction materials, electronics, furniture, 
solar energy, and the manufacturing of bags, sacks, books, envelopes and folding cartons. 

 

Nordson equipment applying adhesive.  
    

Polymer Processing - Components and systems used in the thermoplastic melt stream in plastic extrusion and 
injection molding processes. Markets include flexible packaging (a key focus for Nordson), electronics, medical, 
building and construction, transportation and aerospace, and general consumer goods.   

ATS (37% of sales and a 23.6% operating margin) 
ATS includes surface treatment, precisely controlled automated, semi-automated or manual dispensing of material, 
and post-dispense bond testing and X-ray inspection to ensure quality.  Material-dispensing accounts for 
approximately 75% of segment sales, with the remaining 25% from testing and inspection.  Single-use plastic molded 
syringes, cartridges, tips, and fluid connection components are used to dispense fluids or control flow in production 
processes or within customers’ end products.  Approximately 75% of ATS sales are generated from the electronics 
industry – which includes mobile devices (around 25% of ATS sales); niche applications such as micro electro 
mechanical systems (MEMS) which are benefitting from growth in the automotive market from increased electronic 
content; PCs; and medical.  Nordson is the only global competitor in the ATS segment with an approximate 20% 
share. The ATS segment’s results are more variable than ADS but have higher growth potential.  Segment sales have 
grown at a 9% rate over the past five years.  For ATS, Nordson’s long-term organic growth target is 2-to-3x global 
GDP. 
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Source: Company Images 

ATS markets include: 

Electronic Systems (approximately 50% of ATS sales) – Automated dispensing systems for high-speed, accurate 
application of a broad range of attachment, protection and coating fluids, and related gas plasma treatment systems 
for cleaning and conditioning surfaces prior to dispense.  Markets include mobile phones, wearable technology, 
tablets, PCs, liquid crystal displays, micro hard drives, microprocessors, printed circuit boards, MEMS, semiconductor 
packaging, and solar energy.  Applications for smart phones alone include micro coating for moisture protection, hot 
melt for display assembly, CSP & PoP underfill, solder paste for RF shield & SIM card solder joints, flip chip underfill 
for blue tooth module, lens bonding & underfill for camera modules, solder paste & silicone encapsulation for MEMS 
microphones, epoxy, flux & liquid RF shielding and test & inspection.  Nordson benefits from new phone features 
(fingerprint sensors, etc.), and the Company stands to benefit as new Taiwanese and Chinese phone company entrants 
seek to automate operations (Nordson is now seeing orders for automated dispensing lines servicing mobile devices in 
China). 

   
Nordson equipment applying fluids to a circuit board and a smartphone. 

 

Fluid Management (the other 50% of ATS sales) – Products include precision manual and semi-automated dispensers, 
highly engineered single-use plastic molded syringes, cartridges tips, and fluid connection components, tubing and 
catheters.  Products are used for applying and controlling the flow of adhesives, sealants, lubricants, and biomaterials 
in critical industrial production processes and within medical equipment (e.g., hearing aids, pacemakers, catheters, 
stents, dental, glucose test strips and medical electronics) and related surgical procedures.  Markets include consumer 
goods, electronics, industrial assembly, solar, and medical (e.g., anesthesia, cardiovascular and ophthalmic surgery, 
blood management, pneumatic control systems, water treatment, and analytical instrumentation). 
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Nordson dispenser used in a medical procedure. 
 

Test & Inspection – Bond testing and automated optical and x-ray inspection systems used in the semiconductor and 
printed circuit board industries.  Markets include the same served in Electronic Systems noted above. 

ICS (14% of sales and a 17.2% operating margin) 
Nordson was originally founded on this segment, which provides both standard and highly-customized equipment 
used primarily for applying coatings, paint, finishes, sealants and other materials, and curing and drying of dispensed 
material.  ICS primarily serves the consumer durables market.  While Nordson’s other segments sell to OEMs or 
contract manufacturers, ICS sells entire systems (e.g., a $1 million paint booth for Whirlpool).  The segment sales have 
grown at a 7% rate over the past five years.  The organic growth target for ICS is at or above global GDP. 

 
Source: Company Images 

ICS markets include: 

Cold Materials – Automated and manual dispensing products and systems used to apply multiple component adhesive 
and sealant materials in the general industrial and transportation manufacturing industries.  Markets include aerospace, 
alternative energy, appliances, automotive, building and construction, composites, electronics and medical.  Most of 
the growth from this over $600 million market is generated from emerging markets. 

Container Coating – Automated and manual dispensing and curing systems used to coat and cure containers. Markets 
include beverage containers and food cans. 

 
Nordson equipment used to coat food/beverage cans. 
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Liquid Finishing – Automated and manual dispensing systems used to apply liquid paints and coatings to consumer 
and industrial products. Markets include automotive components, construction, metal shelving and drums. 

 
Nordson spray gun. 

 

Powder Coating – Automated and manual dispensing systems used to apply powder paints and coatings to a variety of 
metal, plastic and wood products. Markets include agriculture and construction equipment, appliances, automotive 
components, home and office furniture, lawn and garden equipment, pipe coating, and wood and metal shelving.  

 
Nordson paint dispensing system. 

Curing and Drying Systems- Ultraviolet equipment used primarily in curing and drying operations for specialty 
coatings, semiconductor materials and paints. Markets include electronics, containers, and durable goods products. 

 
Nordson curing/drying system. 
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ACQUISITIONS  
Nordson’s long-term goal is for mid-to-high single-digit organic revenue growth, with acquisitions adding a few points 
to reach a 10% target.  Acquisitions candidates must be a strategic fit, strong performers, have growth rates at or 
above Nordson’s, possess a high percentage of recurring revenue, priced at reasonable multiples and offer revenue 
and cost synergies.  Acquisitions contributed 2.0% to Nordson’s top-line growth in FY16, compared to 2.4% in FY15, 
and 4.7% for FY14.  The Company spent $43 million in FY16 on acquisitions, compared to $76 million in FY15, and 
$186 million in FY14 (see the table at the end of this report for a history).   

ACE Production Technologies 
On January 6, 2017, Nordson acquired Spokane, Washington-based ACE Production Technologies.  Founded in 
2005, ACE designs and manufactures selective soldering systems for electronic assembly in the automotive and 
industrial markets with 35 people.  The line-up is complementary to Nordson’s conformal coating and optical 
inspection solutions and will be integrated into the Company’s ATS segment. 

LinkTech Quick Couplings LLC 
On September 1, 2016, Nordson acquired Ventura, California-based LinkTech Quick Couplings for $43 million.  
LinkTech designs, manufactures and distributes highly engineered precision couplings and fittings for medical and 
select non-medical fluid management.  LinkTech was included in ATS.  Founded in 2005, LinkTech currently employs 
around 30 people.   

MatriX Technologies GmbH 
On September 4, 2015, Nordson acquired MatriX Technologies for $54 million.  MatriX is a German-based leading 
manufacturer of automated X-ray inspection equipment used to ensure the quality of electronic printed circuit boards, 
critical electronic devices and fully-assembled products in consumer, automotive and other industrial end markets.  
MatriX’s 2014 revenues were approximately €26 million.  The business was integrated into ATS, complementing 
Nordson’s DAGE and YESTECH product lines.   

Avalon Laboratories  
On August 4, 2014, Nordson acquired Avalon, a manufacturer of single-use high-end specialty tubing for the 
cardiovascular and pulmonary areas, for $180 million.  Its customers are “blue-chip” medical device makers.  Avalon 
grew its revenue and EBITDA at a double-digit pace since 2008.  Sales for the 12 months ending October 2014 were 
around $34 million, with the majority from the U.S.  The market size is estimated in the “hundreds of millions.”  The 
purchase price was indicated at 11x EBITDA, which we calculate provides EBITDA of $16.4 million, or a 48% 
EBITDA margin (vs Nordson’s own 28% in 3Q14).   

NEW PRODUCTS 
Nordson views product innovation as essential to maintaining its leadership position, supported by R&D at around 
3% of sales and patents totaling 451 in the U.S., with 212 patent applications pending, and 1,207 foreign, with 878 
pending, as of October 31, 2016.  The Company aggressively protects its patents, retaining three full-time patent 
lawyers on staff.  Recently introduced products include BKG BlueFlow gear pumps, providing up to 15% greater 
throughput for consistent and stable polymer melting; Xaloy MPX thermal spray coating, a nanoparticle coating that 
utilizes microscopic tungsten carbide spheres to resist abrasive and corrosive wear better than current methods; EDI 
Ultraflow V-T feedblock which enables fine tuning individual layers of film, sheet, and coatings; EFD 781 Mini spray 
valve, which delivers uniform spray control in a 60% smaller form than conventional spray valves; EFD 4-axis R 
series automated dispensing system which offers repeatable precision capable of complex dispensing patterns; and the 
DAGE Quadra X-ray Inspection Series for ultra-high resolution electronic inspection.    
 
RAW MATERIALS & PRICING 
Approximately 70% of Nordson’s cost-of-goods-sold is procured material, with low-cost sourcing a large focus for 
margin improvement.  Principal materials include metals and plastics, typically in sheets, bar stock, castings, forgings, 
tubing and pellets.  Nordson also purchases many electrical and electronic components, fabricated metal parts, high-
pressure fluid hoses, packings, seals and other items integral to its products.  All significant raw materials are available 
through multiple sources.   
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COMPETITION 
Nordson leads the ADS market with well over a 50% share and the ATS market with a 20% share. In ADS, 
competitors include Illinois Tool Works (ITW) and Valco Melton in the U.S., Robatech in Europe and TechAdhesion 
in Asia.  In ATS, Nordson is the only global competitor, facing only regional competition such as Musashi 
Engineering in Japan and Protec in Korea.  In ICS, 75% of the market is evenly divided among Nordson, Carlisle, 
which purchased Finishing Brands Holdings from Graco in April 2015, which Graco purchased it from Illinois Tool 
Works in April 2012, and Wagner in Germany.  

In ADS, Nordson faces competition from firms selling knock-off products at cheaper prices. However, Nordson 
believes these products lack its performance characteristics (robustness [keeping manufacturing lines running], greater 
line speed and lower adhesive usage).  Customers lost to cheap competition usually return to Nordson.   In ATS, 
Nordson believes its superior technology and direct sales force separate it from its competitors.  Nordson is working 
on products that are more modular in design, making it difficult for a competitor to replicate.  However, the Company 
believes continued product innovation is the best way to stay ahead of the competition. 

Solid Long-Term Growth 

Nordson’s sales have been up every year except four since the Company’s founding in 1954.  Sales slipped 1% in 
FY01 and 11% in FY02 due to the bursting of the internet bubble, a period when Nordson’s electronics market was 
heavily concentrated in PCs, but is now much more diversified.  In the recent recession, sales dropped 27% in FY09 
before recovering 27% in FY10, 18% in FY11, 14% in FY12, 9% in FY13, and 10% in FY14.  Sales were off 1% in 
FY15 due foreign currency (“fx”) headwinds but rebounded 7% in FY16.  Over the past five years, sales and EPS 
have compounded at 6% and 7%, respectively, impacted by the 8% decline in EPS in FY15 due to fx subtracting 54 
cents and the 6% drop in FY13 due to plant consolidations and lower margined acquisitions. Nordson considers 
approximately 50% of its business to be relatively steady (in consumer non-durables), with the remainder in more 
cyclical areas such as technology and coatings.  This cyclicality is somewhat offset by 40% of corporate revenue 
generated from parts & consumables.  In a typical recession, Nordson expects its overall business would be flat.   

For FY16, sales increased 7% YoY (7% organically) to a record $1.81 billion.  M&A added 2% while fx subtracted 
2%.  Pricing was about flat.  ADS was up 5% (with volume up 7%), ATS revenue increased 14% (volume up 15%), 
and ICS fell 2% (volume off less than 1%).  Gross profit rose 9% YoY to $994 million, and the gross margin 
increased 70 basis-points (“bps”) to 54.9% of revenue.  After an 11% decrease in FY15, adjusted operating profit 
rebounded 21% to $401 million, or 22.2% of sales (vs 19.6%).  Interest expense rose 18% to $21 million, and other 
expense was $2 million (vs income of $0.7 million).  The tax rate was flat at 29%, and adjusted net income increased 
23% to $269 million, equal to 14.9% of revenue (vs 13.0%).  Adjusted EPS increased 31% to $4.68 (vs $3.57 in 
FY15).  On a reported GAAP basis, net income was $272 million (vs $211 million), or $4.73 per share (vs $3.45).  The 
after-tax return on average assets, equity, and invested capital (pre-tax) were 11% (vs 9% the prior year), 36% (vs 
28%), and 22% (vs 19%), respectively. 

For 4Q16 (Oct), sales increased 14% YoY to $509 million.  Volume was up 14%, increased 13% organically and 
M&A added 1%.  Fx was immaterial.  ADS increased 3% organically against tough prior year comparisons.  ATS rose 
30% organically, driven by the segment’s electronic systems and fluid management portfolio, led by semi-automated 
dispensing product lines. ICS increased 12% on demand for cold material dispensing product lines in automation and 
other durable goods end markets.  Gross profit rose 17% to $275 million, with the gross margin rising 140 bps YoY 
to 54%, driven by favorable product mix.  Adjusted operating income increased 38% to $117 million, equal to 23.0% 
of sales (vs 19.0%), aided by volume leverage, product mix, and ongoing improvement initiatives.  ADS adjusted 
operating income of $61 million was up 30% to a segment margin of 26.0% (vs 20.7%); ATS adjusted operating 
income was up 103% to $50 million, and the margin was 25.9% (vs 16.8%); and ICS’s adjusted income was up 25% to 
$19 million for a 23.5% margin (vs 19.2%).  With net of interest expense of $5.6 million (vs $5.0 million), other 
income of $0.1 million (vs $1.5 million), and an adjusted tax rate of around 28% (vs 31%), adjusted net income rose 
44% to $81 million, with EPS up 47%, aided by a 2% reduction in the average share count.  The adjusted net margin 
rose 320 bps from last year to 15.8%.   

SALES AND EARNINGS OUTLOOK 
Backlog was approximately $274 million at the end of October, up 20% YoY (less than 1% from LinkTech).  
Nordson has only around one quarter of order visibility (see the table later in this report for detail on order rates by segment and 

Page 9



Nordson Corporation                                                                     January 18, 2017 

Please see important disclosures at the end of this report. 
 

Great Lakes Review 
a division of Wellington Shields & Co. LLC 

geography).  Order rates for the seasonally slower 12 weeks ending December 4th rose 17% and were as follows: ADS 
up 8% (up across all product lines, led by polymer processing and rigid packaging); ATS up 34% (on growth across all 
product lines and geographies, most by double-digits); and ICS up 11% (due to cold material dispensing for the 
automotive and industrial applications and powder coating equipment for consumer durable end-markets).  Order 
rates increased across all geographies, with Asia-Pacific up 42%; the U.S. up 18%; the Americas up 5%; Japan, 4%; 
and Europe up 2%.   

The Company remains cautious about the overall macroeconomic environment and cautioned that prior year 
comparisons will become increasingly more difficult after 1Q17 (Jan), when EPS was off 12% (EPS was up 49% in 
2Q16, 27% in 3Q16, and 47% in 4Q16).  Order rates are expected to moderate throughout 1Q17, and some recent 
orders are not expected to hit until 2Q17.   Despite the jump in ATS in FY16, Nordson believes it can continue to 
grow ATS in FY17 through new products and applications.  For 1Q17 (Jan), we estimate EPS of 80 cents (vs 69 cents 
a year earlier and Company guidance of 74 cents-to-84 cents) on a 6% increase in revenue to $395 million (vs $372 
million a year ago and Company guidance for revenue up 4%-to-8% [up 6%-to-10% organically and fx subtracting an 
approximate 2%]).  At the midpoint of its revenue forecast, Nordson is forecasting a gross margin of 55%, an 18% 
operating margin, $5 million in interest expense and a 29% tax rate.   

Our FY17 EPS projection is $5.09 (vs FY16’s record $4.68), on revenue of $1.89 billion (vs FY16’s record $1.81 
billion).  The Company targets organic growth about 2x GDP.  Organic growth should be aided by new products 
(e.g., new dispensing technology allowing Nordson to do on-wafer dispensing, leading to greater penetration of the 
semiconductor market, and continued water-resistant applications for mobile markets).  Nordson believes it will 
continue to benefit in China as companies adopt more automated dispensing for mobile and is now seeing some 
traction with its inspection solutions and on-wafer dispensing.  Nordson noted that costs associated with its margin 
enhancement initiatives are largely done, including charges for the polymer facility consolidation where three dye 
facilities in the U.S. will be consolidated into one over the next year.  Benefits from the consolidation are expected to 
stretch into 1Q18.  Also, two facilities in Germany will be consolidated into one expanded facility in 2017.  We are 
modeling a 55.3% gross margin (vs FY16’s 54.9%) and a 22.8% operating margin (vs 22.2% for FY16).  Although 
Nordson has already reached its FY15 goal of raising the operating margin 200 bps by the end of FY17, we expect 
continued margin improvements.  Interest expense is projected at $19 million (vs $20.6 million), with a 29% tax rate, 
leading to a 15.5% net margin (vs 14.9% and the peak 18.2% in FY11).  Our model incorporates a share count of 57.7 
million, flat YoY as the Company prioritizes M&A and debt repayment above share repurchases.     

For FY18, our EPS estimate is $5.70, on revenue up an estimated 5% to $2.00 billion.  We project the gross margin at 
56.1%, a 24.0% operating margin, $17 million in interest expense and a 29% tax rate, leading to a 16.3% net margin.  
Nordson’s long-term targets (through 2022) include 10% revenue growth (with organic growth in the mid-to-high 
single digits) and double-digit growth in operating profit (Please refer to the earnings model later for additional detail on our 
projections). 
 
Solid Balance Sheet 

The balance sheet on October 31, 2016 had cash of $67 million and total debt of $985 million, 64% of which was at 
variable interest rates.  Debt was equivalent to 54% of capitalization (vs 63% a year earlier).  Given debt utilized for 
acquisitions and share repurchases, net debt-to-trailing 12 months EBITDA was 2.0x, back within the Company’s 
typical range of 1.5x-to-2.0x (and well below the peak of 3.7x in FY01).  The Company indicated its most restrictive 
debt covenants allow for 3.5x debt-to-EBITDA, with $355 million in available capacity.  Goodwill/intangibles were 
$1.37 billion, equal to 161% of equity (vs 206%) and 57% of assets (vs 58%).  

Nordson’s pension and postretirement plans were underfunded by $131 million on October 31, 2016 (vs $118 million 
a year earlier).  Nordson expects to close this gap over time.  Contributions to pension and postretirement plans in 
FY17 are estimated at approximately $18 million.   

CASH FLOW 
Cash flow from operations (“CFO”) for FY16 was $331 million (vs $262 million in FY15), or 123% of net income (vs 
119%).  Gross and free cash flow for FY16 were $5.74 and $3.72 per diluted share, respectively, based on capital 
expenditures (“CapEx”) of $60 million, depreciation & amortization (“D&A”) of $61 million, and dividends of $56 
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million (vs FY15’s $4.64 and $2.74 per diluted share, respectively, based on CapEx of $61.5 million, D&A of $65 
million, and dividends of $55 million).  

Nordson is NOT capital intensive, with CapEx averaging only 2%-to-3% of sales.  For FY17, gross and free cash 
flow are estimated at $6.39 and $4.27 per diluted share, respectively, based on net income of $293 million, CapEx of 
$60 million (including estimated spending associated with a polymer facility consolidation), D&A of $75 million and 
$62 million in dividends.   

Cash flow will most likely be used for organic growth opportunities, acquisitions, share repurchases and dividend 
increases.  For FY16, the Company repurchased 447,000 shares for $32 million ($71 per share average), compared to 
5.4 million shares in FY15 for $342 million ($63.80 per share average).  There is $119 million remaining under Board 
authorization (refer to the table later in this report for detail). 

Nordson has increased its dividend every year for the last 53, up at an 18% compounded annual rate over the past 
five. The latest increase was a 13% hike in August 2016 to 27 cents per share paid quarterly, although with a payout 
ratio estimated at only 21% for FY17, we believe there is room for an even higher payout.   

Insider Ownership 

Nordson’s insider ownership, excluding stock options, as is customary for every company on the Great Lakes Review, is 
less than 1%, very low by Great Lakes Review standards.  However, we estimate the Nord family still owns 
approximately 20% of the shares. 

Mike Hilton (62) joined Nordson as CEO and a Director in January 2010, replacing Edward Campbell, who retired 
after 12 years as CEO.  Prior to his joining Nordson, Mr. Hilton was with Air Products and Chemicals (APD) for 
over 30 years, most recently as Senior VP and General Manager with specific responsibility for leading the company’s 
$2 billion global Electronics and Performance Materials segment.  Mr. Hilton was also involved in strategic planning 
and six acquisitions at Air Products.  Greg Thaxton (55) has been Nordson’s CFO since 2008 and has been with the 
Company for over 20 years.  

Management is compensated with a salary and cash bonus (based on earnings growth and return on total capital) and 
an equity-based (stock options, performance shares and restricted stock) long-term (3 year) incentive plan based on 
revenue and earnings growth.  Mr. Hilton received total compensation for FY15 (the most recent data available) of 
$5.6 million, or 2.6% of Nordson’s FY15 net income, compared to a 2.3% average for the Great Lakes Review. 

On February 29, 2012, Nordson appointed two new Board members: Arthur L. George, Jr. (54) and Frank M. 
Jaehnert (59). Mr. George was most recently Senior VP and Manager, Analog Engineering Operations of Texas 
Instruments from 2011 until his retirement in 2014. Mr. Jaehnert was CEO of Brady Corporation from 2003 to 2013.  
Other Board members include: Lee C Banks (53), Executive VP of Parker Hannifin; Randolph W. Carson (66), retired 
(since 2009) CEO of Eaton Corporation; Victor L. Richey, Jr. (58), Chairman, President and CEO of ESCO 
Technologies; Joseph P. Keithley (67) Nordson’s Chairman and Chairman and former CEO of Keithley Instruments 
(acquired by Danaher in December 2010); Mary G. Puma (58), President and CEO of Axcelis Technologies; and 
Michael J. Merriman, Jr. (59), an Operating Advisor of Resilience Capital Partners LLC.  With the exception of Mr. 
Hilton, all Board members are independent.  

As of October 31, 2016, there were 1.9 million options outstanding, as well as 60,000 restricted shares. 

Limited Institutional Ownership 

Approximately 404 institutions, or 10% of those that own Apple, the most widely-held institutional name, own about 
75% of the outstanding shares.  Major institutional holders include Vanguard Group with 4.1 million shares (or 7.2% 
of the total), Blackrock with 4.0 million (7.0%), Capital Group with 3.4 million (6.0%), and Sun Life Financial with 2.5 
million (4.3%).  Thirteen other sell-side research firms cover the shares. 

Nordson never had an IPO. As a result of philanthropic giving by the Nord founding family, the shares were 
sufficiently distributed to be listed over the counter and now trade on the NASDAQ. 
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Please see important disclosures at the end of this report. 
 

Great Lakes Review 
a division of Wellington Shields & Co. LLC 

International Orientation 

Sales outside of the U.S. accounted for 71% of total sales for FY16, including Europe (28%), Asia Pacific (29%), the 
Americas (7%), and Japan (7%).  Approximately 35% of sales are generated from emerging markets.  The Company 
has been in China since 1992 and operates multiple production facilities.  Although China is not broken out 
specifically, China makes up the largest portion of the Asia Pacific region, with significant revenue from all three 
segments, ATS being the largest (mostly related to electronics customers).  Nordson started operations in India in the 
late 1990’s, and entered Russia a few years ago (revenues from the region are not material). 

A weakening U.S. dollar generally has a favorable impact on sales and net income, and vice-versa.  Fx reduced sales by 
only 2% for FY16 (and 19 cents from EPS), compared to 7% for FY15 (and 54 cents from EPS).  Nordson estimates 
a 1% change in revenue from fx translates into a 2.5% change in EPS.  Fx is expected to reduce sales by 2% in 1Q17 
(Jan). 

Flexible Labor Policies 

As of October 31, 2016, there were approximately 6,127 employees (vs 6,232 a year earlier), with only 186 (or 3%) 
covered by unions, including 149 at the Amherst, Ohio facility under an agreement that expires in November 2019 
and 37 at the New Castle, Pennsylvania facility under an agreement that expires in August 2017. 

Risks 

Nordson sports very high margins; when sales are under expectations, it is impacted by negative leverage.  Nordson’s 
significant percentage of sales overseas and exposure to cyclical markets such as consumer durables and technology, 
can provide challenges in meeting quarterly Company guidance figures.  Nordson faces competition from firms selling 
knock-off products at cheaper prices.  Acquisitions are a component of future growth. 

Investment Conclusion 

Nordson has a dominant share in many of its ADS markets, its installed base provides a stable parts and consumables 
business at 40% of sales, there is potential from emerging markets, new products, efficiencies from acquisitions, 
supply chain optimization and other lean initiatives, as well as strong free cash flow.  We believe Nordson can increase 
its EPS at a 14% rate over the next three-to-five years.  While Nordson has diversified its business somewhat away 
from the large-dollar engineered system sales, it remains susceptible to swings in any quarter given the nature and 
timing of system sales.   The shares are selling for 22.0x our 12-month forward EPS estimate of $5.09, or 157% of the 
14% projected 3-to-5 year EPS growth rate, and are rated HOLD.  Since FY08, the shares have traded in a range of 6x 
(in FY09) to 29x (in FY16) trailing 12-months reported earnings (currently 24x) and sell for 14.4x EV-to-projected 
FY17 EBITDA of $508 million and 13.1x EV-to-projected FY18 EBITDA of $561 million.  Nordson trades an 
average of 262,000 shares daily, equal to $29 million in daily value traded.  The short position of 1.8 million shares on 
December 30, 2016 was equal to 7 days-to-cover and 4% of the float.  

 
Elliott L. Schlang, CFA   els@greatlakesreview.com 
Jason A. Rodgers, CFA   jr@greatlakesreview.com 
David M. Stratton   dstratton@greatlakesreview.com 
20600 Chagrin Boulevard, Suite 800 
Cleveland, OH  44122 
(216) 767-1340, Trading: (212) 742-9570 

 
 

Addit ional  in formation is  avai lable  upon request .  
 

For the most  current earnings model  or  addit ional  detai l  on pro jec t ions ,   
contact  Ell io t t  Schlang,  Jason Rodgers or David Strat ton at  the Great Lakes Review. 
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Purchase Annual Est. Annual Est.
Company Price Sales PP-to- EBITDA PP-to-

Date Acquired / Divested Location Business/Products ($mm) ($mm) Sales ($mm) EBITDA
01/06/17 ACE Production Technologies Spokane, WA Soldering systems N/A N/A N/A N/A N/A
09/01/16 LinkTech Quick Couplings Inc. Ventura, CA Precision couplings and fittings $43 N/A N/A N/A N/A
09/04/15 MatriX Technologies GmbH Germany X-ray inspection equipment € 46 € 26 1.8 N/A N/A
06/15/15 Liquidyn Germany Micro-Dispensing Systems $15 N/A N/A N/A N/A
08/03/15 WAFO Productions Germany Injection molding & extrusion applications $8 N/A N/A N/A N/A
09/02/14 Dima Group B.V. Netherlands Conformal coating, disp. & surface mount technology $6 N/A N/A N/A N/A
08/04/14 Avalon Laboratories Los Angeles, CA Highly Specialized Catheters/Medical Tubing (ATS) $180 $34 5.3 $16 11.0

4Q13 Medical (small tuck-in) N/A N/A N/A N/A N/A
08/30/13 Kreyenborg's Polymer Processing Germany Polymer processing melt stream/pelletizers € 135 € 62 2.2 N/A N/A
11/12/12 Extrusion Die Assets (Kodama) Japan New Dies N/A N/A N/A N/A N/A
08/01/12 Sealant Equipment & Engineering Plymouth, MI Cold Material Dispensing (ICS) N/A $18 N/A N/A N/A
06/21/12 Xaloy Superior Holdings New Castle, PA Melt Delivery Components (ADS) $200 $114 1.8 $20 10.0
06/14/12 EDI Holdings Chippewa Falls, WI Slot Coating/Flat Extrusion Dies (ADS) $200 $80 2.5 $80 2.5
08/26/11 Value Plastics Fort Collins, CO Precision Engineered, Single-use Connection Components (ATS) $250 $27 9.3 $15 16.7
06/30/11 Verbruggen Belgium Flat Dies & Coextrusion Equipment (ADS) $13 $6 2.4 N/A N/A
11/01/10 Micromedics Eagan, MN Apply/Dispense Biomaterials (ATS) $21 N/A N/A N/A N/A
06/30/10 UV Curing graphics arts/lamps Divested (ATS) N/A N/A N/A N/A N/A
01/05/10 G.L. T Gesellschaft fur Lottechnik Germany EFD Dispensing Systems (ATS) $19 N/A N/A N/A N/A
10/01/08 Wachter Paul & Co Switzerland Nordson EFD Disp. Sys. Distributor for 40 years N/A N/A N/A N/A N/A
08/01/08 MLT Systems Holdings Cape Town Nordson South African distributor since 1989 N/A N/A N/A N/A N/A
05/26/08 Sang San Ltd., JV buyout South Korea Remaining 51% interest in the JV N/A N/A N/A N/A N/A
08/23/07 TAH Industries Motionless Mixer Dispensing Systems (ATS) $45 24.5 1.8 5.5 8.2
04/30/07 YESTech & PICODOSTEC Calf. & Muinch Optical Inspection & Piezoelectric Tech (ATS) $53 20.0 2.7 6.4 8.3
12/14/06 Dage Holdings, Limited United Kingdom Semiconductor Testing & Inspection Equip. (ATS) $227 $59 3.9 N/A N/A

Source: Company Form 10-K's. Press Releases, Bloomberg and other information.
Great Lakes Review - 216.767.1340 - Cleveland, OH - Elliott Schlang, Jason Rodgers & David Stratton

Please see important disclosures at the end of this report.

Nordson Corporation (NDSN)
Acquisition History
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Full Year (October)
$ mm's 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 '87 -'16
Operating Cash Flow $37 $26 $13 $39 $37 $46 $61 $47 $42 $54 $52 $70 $81 $85 $73 $130 $88 $109 $118 $120 $124 $114 $168 $140 $247 $274 $268 $288 $262 $331 $3,545
Capital Expenditures $4 $9 $21 $15 $10 $10 $16 $21 $25 $23 $16 $15 $46 $24 $23 $11 $8 $11 $15 $14 $31 $26 $13 $14 $20 $25 $43 $43 $61 $60 $674
Free Cash Flow (FCF) $33 $17 -$8 $24 $27 $36 $45 $26 $17 $31 $36 $55 $35 $61 $50 $119 $80 $98 $103 $106 $93 $88 $155 $126 $227 $249 $225 $245 $200 $272 $2,871
Dividend Payments $5 $6 $6 $7 $7 $8 $9 $10 $12 $13 $14 $15 $16 $17 $19 $19 $20 $22 $23 $22 $23 $25 $25 $26 $30 $34 $41 $48 $55 $56 $634
M&A Payments $0 $0 $0 $0 $6 $8 $1 $4 $5 $39 $1 $37 $27 $0 $280 $1 $1 $4 $1 $0 $325 $5 $0 $19 $293 $444 $176 $186 $76 $43 $1,982
Annual "Real" FCF $28 $11 -$14 $17 $14 $20 $35 $12 $0 -$21 $21 $3 -$8 $44 -$249 $99 $59 $72 $79 $84 -$255 $58 $130 $81 -$96 -$229 $8 $10 $70 $173
Cumulative "Real" FCF $28 $39 $25 $42 $56 $76 $111 $122 $122 $101 $122 $125 $117 $161 -$87 $11 $70 $142 $221 $305 $50 $109 $239 $320 $224 -$5 $2 $13 $83 $255

Reported Net Income $25 $32 $34 $29 $34 $40 $36 $47 $53 $53 $50 $21 $48 $55 $25 $22 $35 $63 $78 $91 $91 $117 -$160 $168 $222 $225 $222 $247 $211 $272
YoY Change $7 $2 -$5 $5 $6 -$4 $11 $6 $0 -$3 -$29 $27 $7 -$30 -$3 $13 $28 $15 $13 $0 $26 -$277 $328 $54 $3 -$3 $25 -$36 $61
YoY % Change 28% 6% -15% 17% 18% -10% 31% 13% 0% -6% -58% 129% 15% -55% -12% 59% 80% 24% 17% 0% 29% N/A N/A 32% 1% -1% 11% -14% 29%

Total Debt $23 $25 $68 $73 $65 $73 $47 $52 $67 $123 $147 $169 $215 $160 $405 $296 $248 $184 $183 $127 $359 $286 $165 $120 $328 $634 $653 $800 $1,117 $985
YoY Change $2 $43 $5 -$8 $8 -$26 $5 $15 $56 $24 $22 $46 -$55 $245 -$109 -$48 -$64 -$1 -$56 $232 -$73 -$121 -$45 $208 $306 $19 $147 $317 -$132
YoY % Change 9% 172% 7% -11% 12% -36% 11% 29% 84% 20% 15% 27% -26% 153% -27% -16% -26% -1% -31% 183% -20% -42% -27% 173% 93% 3% 23% 40% -12%

Shareholder Equity $101 $89 $107 $130 $153 $178 $196 $212 $231 $245 $221 $215 $221 $247 $264 $269 $300 $403 $331 $431 $531 $574 $370 $505 $571 $670 $888 $905 $660 $852
YoY Change -$12 $18 $23 $23 $25 $18 $16 $19 $14 -$24 -$6 $6 $26 $17 $5 $31 $103 -$72 $100 $100 $43 -$204 $135 $66 $99 $218 $17 -$245 $192
YoY % Change -12% 20% 21% 18% 16% 10% 8% 9% 6% -10% -3% 3% 12% 7% 2% 12% 34% -18% 30% 23% 8% -36% 36% 13% 17% 33% 2% -27% 29%

Share Repurchases $9 $23 $9 $34 $25 $26 $60 $30 $29 $18 $0 $0 $0 $3 $132 $23 $9 $36 $7 $25 $138 $88 $30 $164 $381 $0 $1,299
Shares Outstanding 83 76 75 75 75 75 74 72 71 68 65 66 65 66 67 68 73 65 67 68 68 67 68 68 64 64 62 57 57

Source: Bloomberg FA pages, Company reports and Great Lakes Review calculations - 216.767.1340, Cleveland, OH - Elliott Schlang, Jason Rodgers & David Stratton.

Nordson Corporation (NDSN)
Cash Flow Measures

Please see important disclosures at the end of this report.
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Orders
12 weeks ending 5/8/11 8/14/11 12/4/11 2/29/12 5/13/12 8/12/12 12/9/12 2/17/13 5/19/13 8/18/13 12/8/13 2/16/14 5/18/14 8/17/14 12/7/14 2/15/15 5/10/15 8/16/15 12/6/15 1/31/16 5/15/16 8/14/16 12/4/16
Segment
ADS 10% 4% 0% ‐1% ‐5% 7% 1% ‐1% ‐1% 6% 3% 5% 7% 0% 1% 6% 8% 12% 7% ‐1% 7% 2% 8%
ATS 11% 9% ‐6% ‐3% 22% 22% 2% 5% 0% ‐7% 10% ‐13% 14% 4% 23% 18% ‐10% 1% ‐16% 8% 4% 29% 34%
ICS 22% 8% ‐1% ‐10% 29% 23% 26% 19% ‐11% 0% 8% ‐17% 4% 18% 18% 39% 21% ‐9% ‐14% ‐5% 3% 36% 11%

Total 12% 6% ‐3% ‐3% 9% 15% 5% 4% ‐2% 0% 5% ‐4% 9% 4% 10% 14% 3% 5% ‐5% 1% 4% 16% 17%
Geography
U.S. 16% 5% 1% ‐3% 11% 7% 6% 3% ‐3% 12% 9% ‐2% 10% 11% 6% 12% 1% ‐9% ‐12% ‐6% 3% 9% 18%
Americas 40% 10% 21% 11% ‐12% ‐6% 5% 4% 0% 17% 5% ‐9% 3% ‐1% ‐7% 9% 29% 23% 11% 22% ‐7% 7% 5%
Europe 2% 2% ‐6% ‐3% ‐9% 6% 2% ‐7% 2% 5% ‐3% 16% 0% 2% 10% ‐1% 21% 17% 10% 10% 8% ‐6% 2%
Japan ‐12% 10% 1% ‐10% 12% 19% 17% 10% 19% ‐15% 5% ‐1% 15% 39% ‐11% 5% ‐6% ‐13% ‐3% 10% ‐4% 37% 4%
Asia Pacific 24% 11% ‐11% ‐5% 36% 36% 2% 15% ‐2% ‐12% 13% ‐23% 16% ‐8% 32% 46% ‐15% 8% ‐13% ‐5% 6% 46% 42%

Backlog
Q‐end Backlog ($mm) $159 $176 $129 $155 $197 $251 $176 $189 $200 $197 $217 $229 $247 $266 $223 $230 $287 $270 $229 $247 $302 $333 $274
YoY % Change 21% 27% 1% 3% 24% 43% 36% 22% 3% ‐21% 23% 23% 25% 36% 6% 8% 26% 10% 8% 10% 5% 22% 20%

25% Org. 4% Org. 6% Org. 23% Org. 6% Org. 5% Org. 8% Org. 3% Org. 20% Org. 19% Org.
Source: Company Press Releases. Great Lakes Review - 216.767.1340 - Cleveland, OH - Elliott Schlang, Jason Rodgers & David Stratton

Nordson Corporation (NDSN)
Order Rates & Backlog

Please see important disclosures at the end of this report.
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Nordson Corporation (NDSN)
Segment Analysis

Adhesive Dispensing Systems ($ in millions)
YoY

Year 
(Oct)

Segment 
Sales

YoY 
Sales 

Growth

Segment 
Net 

Earnings

Earnings 
Growth 

(%)

Return 
on Sales 

(%)
Total 

Assets

Return on 
Avg. 

Assets (%) Depreciation CapEx

2005 $459 $103 22.5% $219 $9 $7
2006 $479 4% $109 6% 22.8% $221 25% $9 $4
2007 $510 6% $118 8% 23.2% $257 25% $9 $14
2008 $581 14% $145 23% 25.0% $249 29% $9 $5
2009 $461 -21% $128 -12% 27.7% $227 27% $9 $2
2010 $525 14% $166 30% 31.7% $252 35% $8 $2
2011 $612 16% $210 27% 34.4% $287 39% $7 $4
2012 $684 12% $211 0% 30.9% $611 23% $10 $15
2013 $793 16% $204 -3% 25.7% $751 15% $16 $20
2014 $900 13% $230 13% 25.5% $747 15% $15 $16
2015 $836 -7% $196 -15% 23.4% $734 13% $15 $13
2016 $880 5% $229 17% 26.1% $751 15% $15 $17

Advanced Technology Systems ($ in millions)
YoY

Year 
(Oct)

Segment 
Sales

YoY 
Sales 

Growth

Segment 
Net 

Earnings

Earnings 
Growth 

(%)

Return 
on Sales 

(%)
Total 

Assets

Return on 
Avg. 

Assets (%) Depreciation CapEx

2005 $200 $42 20.8% $367 $3 $2
2006 $239 20% $57 37% 23.8% $384 8% $4 $5
2007 $301 26% $40 -29% 13.5% $685 4% $6 $9
2008 $367 22% $62 53% 16.8% $701 4% $8 $14
2009 $242 -34% $25 -60% 10.2% $451 2% $7 $7
2010 $368 52% $84 242% 22.9% $476 9% $8 $3
2011 $437 19% $115 36% 26.2% $691 10% $8 $5
2012 $516 18% $134 17% 26.0% $718 10% $9 $7
2013 $516 0% $123 -8% 23.9% $722 9% $9 $10
2014 $562 9% $140 14% 25.0% $919 9% $10 $15
2015 $594 6% $121 -14% 20.4% $1,021 6% $13 $36
2016 $676 14% $160 32% 23.6% $1,081 8% $15 $19

Industrial Coating Systems ($ in millions)
YoY

Year 
(Oct)

Segment 
Sales

YoY 
Sales 

Growth

Segment 
Net 

Earnings

Earnings 
Growth 

(%)

Return 
on Sales 

(%)
Total 

Assets

Return on 
Avg. 

Assets (%) Depreciation CapEx

2005 $173 $5 2.7% $74 $4 $3
2006 $174 1% $10 122% 5.9% $69 7% $4 $2
2007 $183 5% $18 70% 9.6% $73 12% $4 $4
2008 $177 -4% $11 -37% 6.2% $70 8% $4 $3
2009 $116 -34% -$3 -130% -2.8% $70 -2% $3 $1
2010 $148 28% $15 -544% 9.8% $62 11% $3 $1
2011 $184 24% $27 87% 14.8% $71 20% $3 $2
2012 $209 14% $26 -5% 12.4% $111 14% $3 $5
2013 $233 11% $34 30% 14.5% $114 15% $3 $6
2014 $243 4% $38 13% 15.7% $131 16% $3 $4
2015 $259 7% $41 9% 16.0% $130 16% $3 $5
2016 $253 -2% $44 5% 17.2% $140 16% $3 $17

Source: Form 10-Ks, Annual Reports and Great Lakes Review Calculations.
GLR - 216.767.1340, Cleveland, Ohio - Elliott Schlang, Jason Rodgers & David Stratton.

Please see important disclosures at the end of this report.
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Nordson Corporation (NDSN) -- Earnings Model -- January 18, 2017

Fiscal First Quarter Fiscal Second Quarter Fiscal Third Quarter Fiscal Fourth Quarter Full Fiscal Year
January April July October October is fiscal Year End

$ in mm's (except per share) 2016 2017E 2018E 2016 2017E 2018E 2016 2017E 2018E 2016 2017E 2018E 2016 2017E 2018E

Net Sales 372.2 394.6 416.3 437.6 455.1 475.6 489.9 509.5 537.5 509.3 534.7 569.5 1,809.0 1,893.9 1,998.9

  COGS 175.3 177.5 186.5 189.2 198.4 203.5 216.7 224.7 231.1 234.3 245.4 255.7 815.5 846.1 876.9

Gross Profit 196.9 217.0 229.8 248.4 256.7 272.0 273.2 284.8 306.4 275.0 289.3 313.8 993.5 1,047.8 1,122.0

  S&A 142.3 146.8 152.3 144.5 149.7 154.6 147.8 152.8 160.2 157.7 165.8 174.3 592.3 615.1 641.4

Adj. Oper. Profit 54.6 70.2 77.4 103.9 106.9 117.5 125.4 132.0 146.2 117.3 123.5 139.5 401.2 432.7 480.6

   Interest Expense 5.7 5.0 4.5 4.8 4.9 4.4 4.5 4.8 4.3 5.6 4.7 4.2 20.6 19.4 17.4

   Other Inc / (Exp) 0.8 0.0 0.0 -1.0 0.0 0.0 -2.0 0.0 0.0 0.1 0.0 0.0 -2.1 0.0 0.0

Pre-Tax Income 49.7 65.2 72.9 98.1 102.0 113.1 118.9 127.2 141.9 111.8 118.8 135.3 378.5 413.3 463.2

   Income Taxes 14.9 18.9 21.1 29.8 29.6 32.8 34.0 36.9 41.2 31.1 34.5 39.2 109.8 119.8 134.3

Adj. Net Income 34.8 46.3 51.8 68.3 72.5 80.3 84.9 90.3 100.8 80.7 84.4 96.1 268.7 293.4 328.9
Adj. Diluted EPS $0.61 $0.80 $0.90 $1.19 $1.25 $1.39 $1.47 $1.57 $1.75 $1.39 $1.47 $1.67 $4.68 $5.09 $5.70
Average Shares 57.3 57.9 57.8 57.3 57.8 57.8 57.6 57.6 57.7 57.9 57.5 57.7 57.5 57.7 57.8

Margin Analysis
Net Sales 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%

  COGS 47.1% 45.0% 44.8% 43.2% 43.6% 42.8% 44.2% 44.1% 43.0% 46.0% 45.9% 44.9% 45.1% 44.7% 43.9%

Gross Margin 52.9% 55.0% 55.2% 56.8% 56.4% 57.2% 55.8% 55.9% 57.0% 54.0% 54.1% 55.1% 54.9% 55.3% 56.1%

  S&A 38.2% 37.2% 36.6% 33.0% 32.9% 32.5% 30.2% 30.0% 29.8% 31.0% 31.0% 30.6% 32.7% 32.5% 32.1%

Oper. Margin 14.7% 17.8% 18.6% 23.7% 23.5% 24.7% 25.6% 25.9% 27.2% 23.0% 23.1% 24.5% 22.2% 22.8% 24.0%

Pre-Tax Margin 13.3% 16.5% 17.5% 22.4% 22.4% 23.8% 24.3% 25.0% 26.4% 22.0% 22.2% 23.8% 20.9% 21.8% 23.2%

     Tax Rate 30.0% 29.0% 29.0% 30.4% 29.0% 29.0% 28.6% 29.0% 29.0% 27.8% 29.0% 29.0% 29.0% 29.0% 29.0%

Net Profit Margin 9.3% 11.7% 12.2% 15.6% 15.9% 16.7% 17.3% 17.7% 18.6% 15.8% 15.8% 16.7% 14.9% 15.5% 16.3%

Please see important disclosures at the end of this report.

Source: Company Reports & Great Lakes Review Estimates - 216.767.1340, Cleveland, OH - Elliott Schlang, Jason Rodgers and David Stratton.

Page 17



Nordson Corporation (NDSN) -- Earnings Model -- January 18, 2017

Fiscal First Quarter Fiscal Second Quarter Fiscal Third Quarter Fiscal Fourth Quarter Full Fiscal Year
January April July October October is fiscal Year End

$ in mm's (except per share) 2016 2017E 2018E 2016 2017E 2018E 2016 2017E 2018E 2016 2017E 2018E 2016 2017E 2018E

Growth Analysis
Net Sales -2% 6% 5% 9% 4% 4% 6% 4% 5% 14% 5% 6% 7% 5% 6%
Gross Profit -6% 10% 6% 12% 3% 6% 10% 4% 8% 17% 5% 8% 9% 5% 7%
Adj. Oper. Profit -17% 29% 10% 36% 3% 10% 20% 5% 11% 38% 5% 13% 21% 8% 11%
Adj. Net Income -19% 33% 12% 39% 6% 11% 20% 6% 12% 44% 5% 14% 23% 9% 12%
Adj. Diluted EPS -12% 32% 12% 49% 5% 11% 27% 6% 11% 47% 5% 13% 31% 9% 12%
Average Shares -8% 1% 0% -7% 1% 0% -6% 0% 0% -2% -1% 0% -5.9% 0.3% 0.1%

Balance Sheet, Cash Flow and Backlog Analysis
A/R Days (12 mos) 75 74 82 83
Inv. Days (12 mos) 102 111 108 100
A/P Days (12 mos) 28 31 30 32
Debt-to-Total Cap 64% 59% 56% 54%
Backlog ($mm) $230 $302 $333 $274
YoY Backlog Chg. 8% 5% 22% 20%
CFO ($mm-ytd) $48.5 $126.9 $194.7 $331.2
CFO ($mm-Qtr) $48.5 $78.4 $67.8 $136.4 full year

CFO to NI (Qtr) 140% 115% 80% 169% 123%

Return Calculations
11.2%
35.6%
22.3%

Please see important disclosures at the end of this report.
Source: Company Reports & Great Lakes Review Estimates - 216.767.1340, Cleveland, OH - Elliott Schlang, Jason Rodgers and David Stratton.

After-tax Return on Average Assets
After-tax Return on Average Equity
Pre-tax Return on Avg. Invested Capital
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companies and their securities.  I also certify that I have not been and will not be receiving direct or indirect compensation in exchange 
for expressing the specific recommendations in this report.   

I, Jason A. Rodgers, certify that the views expressed in this research report accurately reflect my personal views about the subject 
companies and their securities.  I also certify that I have not been and will not be receiving direct or indirect compensation in exchange 
for expressing the specific recommendations in this report.   

I, David M. Stratton, certify that the views expressed in this research report accurately reflect my personal views about the subject 
companies and their securities.  I also certify that I have not been and will not be receiving direct or indirect compensation in exchange 
for expressing the specific recommendations in this report.   

Important Disclosures 

 

Nordson Corporation (NDSN) 
RATING AND PRICE TARGET CHANGES 

Date Action Rating Price Price Target 
02/26/14 Reiterated Gradually Accumulate $71 $82 
05/23/14 Reiterated Gradually Accumulate $81 $87 
08/22/14 Reiterated Gradually Accumulate $79 $91 
12/12/14 Reiterated Gradually Accumulate $77 $93 
12/29/14 Reiterated Gradually Accumulate $80 $90 
05/20/15 Reiterated Gradually Accumulate $83 $89 
08/21/15 Reiterated Gradually Accumulate $63 $84 
10/15/15 Downgraded Hold $66 $68 
12/14/15 Reiterated Hold $64 $69 
02/23/16 Reiterated Hold $70 $68 
02/26/16 Reiterated Hold $72 $69 
05/24/16 Reiterated Hold $87 $79 
08/23/16 Reiterated Hold $101 $102 
12/15/16 Reiterated Hold $110 $107 

 
Unless otherwise specified, the time frame for price targets included in this report is 12 months. 
Our target prices are based on projected earnings for the following calendar year, and an assumed price/earnings ratio in line with the 
company’s historical valuation or those of other companies with similar businesses and prospects. 
The principal risks to the achievement of our price targets, in addition to general market trends, are disappointing earnings and a lower 
than expected price/earnings ratio. 
Guide to Investment Ratings and Target Prices: 
 

Buy.  Strong fundamentals; attractive price relative to growth. 
Gradually Accumulate.  Strong fundamentals; price near aggressive buy target.         
Hold.  Price reflects short-term fundamental uncertainties or premium over target price. 
Trading Sell.  Fundamentals still attractive for the longer term, but fully priced relative to short-term performance. 
Sell.  Deteriorating fundamentals; coverage to be phased out. 
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Important Disclosures, continued. . . 
 
Analysts’ Ratings Distribution 
 

  
% Investment

Banking 
Buy* 25.9% 0% 
Hold 74.1% 0% 
Sell** 0.0% 0% 

 
  * Includes companies rated “Buy” and “Gradually Accumulate.” 
** Includes companies rated “Sell” and “Trading Sell.” 

Elliott Schlang and his household members hold positions in the common shares of the subject company in various 
accounts. 

 

Other Disclosures and Disclaimers 

This research report and recommendations agree with the personal opinion of the analyst who prepared this report.  Great 
Lakes Review operates as a division of Wellington Shields & Co. LLC.  

Any financial interest that the research analyst or member of the analyst’s household or any other individual directly 
involved with the preparation of this report has in the subject company, has been disclosed in the Important Disclosures 
section. 

Investing is a risky activity and can lead to substantial losses.  This report does not provide individually tailored investment 
advice.  It has been prepared without regard to the individual financial circumstances and objectives of persons who 
receive it.  The securities discussed in this report may not be suitable for all investors.  Wellington Shields & Co. LLC 
recommends that investors independently evaluate particular investments and strategies, and encourages investors to seek 
the advice of a financial adviser.  The appropriateness of a particular investment or strategy will depend on an investor’s 
individual circumstances and objectives. 

This report is not an offer to buy or sell any security or to participate in any trading strategy.  Wellington Shields & Co. 
LLC and/or its employees not involved in the preparation of this report may have investments in securities or derivatives 
of securities of companies mentioned in this report, and may trade them in ways different from those discussed in this 
report.  Derivatives may be issued by Wellington Shields & Co. LLC or associated persons.  The firm does not make a 
market in the shares of the companies mentioned, has no relationship with them, and has not received any compensation 
from them.   

Wellington Shields & Co. LLC makes every effort to use reliable, comprehensive information, but we make no 
representation that it is accurate or complete.  We have no obligation to tell you when opinions or information in this 
report change apart from when we intend to discontinue research coverage of a subject company. 

Reports prepared by Wellington Shields & Co. LLC and its research personnel are based on public information.  Facts and 
views presented in this report have not been reviewed by, and may not reflect information known to, professionals in other 
business areas. 

Wellington Shields & Co. LLC research personnel conduct site visits from time to time but are prohibited from accepting 
payment or reimbursement by the company of travel expenses from such visits.  
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