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Annual Rentals Leases, uncapitalized $498 mill.
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Oblig. $32.6 bill.

Preferred Stock None

n Stock 800,984,201 shares

MARKET CAP: $85.3 billion (Large Cap)
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BUSINESS: United Technologies Corp. operates in four business
segments: Pratt & Whitney (revenues of $16.2 billion in '17) makes
and services commercial and military aircraft engines; Otis ($12.3
billion) the world's largest manufacturer and servicer of elevators
and escalators; UTC Climate ($17.8 billion) makes heating, ventilat-
ing, and air-conditioning (HVAC) equipment; UTC Aerospace

($15.0 hillion) produces aerospace and industrial products. Ac-
quired Goodrich (aerospace) 7/12, sold Sikorsky (helicopters) in
2015. Dirs. & offs. own less than 1% of common; State Street,
11.3%; Vanguard, 7.2%; BlackRock, 5.9% (3/18 proxy). Employ-
ees: 205,000. CEO: Gregory J. Hayes. Inc.: DE. Addr.: 1 Financial
Plaza, Hartford, CT 06101. Tel.: 860-728-7000. Web: www.utc.com.

United Technologies, one of America’s
last industrial conglomerates, is

of change
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breaking up. In late November, manage-
ment announced a series of moves. The
company plans to spin off its Otis elevator
arm as well as its Carrier building sys-
tems unit. What remains will be an entity
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laser focused on aviation. Jet engine
maker Pratt & Whitney, coupled with the
recently acquired portions of Rockwell Col-

2015
2016
2017
2018
2019

13320 14690 13788 14300
13357 14874 14354 14659
13815 15280 15062 15680
15242 16705 16510 16843
17830 19700 19700 19970

56098
57244
59837
65300
77200

lins, will be the backbone of the new UTX.
Clearly, investors have soured on the con-
glomerate model, a movement that was
greatly exacerbated by the myriad of prob-
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lems currently being experienced by Gen-
eral Electric. United shares slipped by 6%

2015
2016
2017
2018
2019

158 173 161 137
147 18 176 156
148 18 173 160
177 197 193 153
192 212 208 168

6.29
6.61
6.60
7.20
7.80

on the day these maneuvers were dis-
closed, as the investment community
seemed somewhat befuddled that the
breakup will not happen until 2020. One
caveat, this selection will likely be
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removed from the Dow 30 once the separa-
tion is completed.

2015
2016
2017
2018
2019

.64 .64 .64 .64
.64 .66 .66 .66
.66 .66 .70 .10
.70 .70 .70 735

2.56
2.62
2.72
2.84

Shares of United Technologies have
fallen nearly 25% in price since our
October coverage. September-period re-
sults were fine, but some investors are un-

happy with the elongated period before the

breakup, and the ongoing broader selloff in
the Dow, has given this equity quite a
pullback. Strangely, two items that many
pundits believed would be the next cata-
lysts to propel the stock higher, the Rock-
well closing and the announcement of the
spinoffs, has had the exact opposite effect.
Our earnings expectations for 2018
and 2019 remain, for the most part, in-
tact. The global economy remains sturdy
enough to support our calls for share net
of $7.20 for last year (report due at the
end of this month) and $7.80 for this year.
Tax relief will be a welcome boost, as will
the synergy savings generated by having
Rockwell fully under the UTX umbrella.
We like this neutrally ranked blue
chip as a total return play three to
five years hence. The stock’s quotation
has been beaten down recently, as part of
the broader market selloff. With that, capi-
tal appreciation potential for the stretch to
2021-2023 has improved. When combined
with the growing dividend payout, and fac-
toring in UTX’s rock-solid financials, we
like the long-term risk-adjusted possibil-
ities here.

Erik M. Manning January 11, 2019

(A) Diluted EPS. Excludes charges and discon-
tinued operations: '04, 15¢, '05, 6¢, '12, 32¢,
'13, 4¢, '16, 49¢; '17, 90¢. Quarterly figures
may not sum due to rounding and/or changes
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in share count. Next earnings report due be- | reinvestment plan available.
tween January 22nd and 28th.
(B) Dividends historically paid in early March, | $54.81 a share.
June, September, and December. = Dividend
material is obtained from sources believed to be reliable and is provided without warranties of any kind.
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(C) Includes intangibles. |

(D) In millions.

Company’s Financial Strength At++
n 2017: $43.8 billion, | Stock’s Price Stability 100
Price Growth Persistence 50
Earnings Predictability 90

To subscribe call 1-800-VALUELINE




