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Sector: Industrial Goods
Industry: Diversified Machinery
Current Price: $88.25

Target Price: $105.24

Company Description: John Bean Technologies Corporation was founded in 2008 and operates on
the New York Stock Exchange as JBT. Their business is to design, manufacture, test, install, and
service products and systems for the food and beverage, and air transportation industries. John Bean
Technologies is headquartered in Chicago, Illinois.

BUY

Current Price: $88.25
Target Price: $105.24
Market Cap: 2.79B

Beta: 1.38

Total Debt/Equity:  277.4%
ROE: 49.35%

52 week range: 51.20-93.55
Average volume: 236,112
Dividend Yield: 0.46%
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Catalysts: Forward looking projections that call
for positive/negative outlook that will strengthen
your thesis. Example:

e Q1 Earnings:
e Development of the Elevate Plan:
e Product Development Acquisitions:
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Thesis: John Bean Technologies established a global presence through rapid expansion. New market
development will help John Bean Technologies grow and succeed, as seen with the 13% revenue growth in Asia
alone, they plan to prepare for the future. A strong middle class will create market opportunities by increasing
demand for value added food. John Bean Technologies is prepared to release their Q1 Earnings which can drive
the stock up and prepare investors for the future guidance of the company. After repeatedly beating earnings,
we can be optimistic with the future of this company. The Elevate Plan is projected to drive John Bean
Technologies to a $1.7 to $1.8 billion company by 2019 with EBIT margins north of 10%. With a forward P/E
ratio of 24.72, John Bean Technologies is fairly priced among the industry. Driven by the catalysts and global
growth, John Bean Technologies is a buy.

Earnings Performance:

John Bean Technologies finished 2016 with
a strong performance outperforming their
estimated earnings per share of $0.67 with an
actual report of $0.85. Revenues increased

22% due to organic growth in the acquisition a
program. Earnings per share for the year [ElES
outperformed 2015 by $0.40. The FoodTech - I I I I
14 25 14 AT Hr1e

revenue grew by 28% in the year 2016, and

the Aerotech segment grew 10% in 2016. The SG&A expenses were leveraged over a higher revenue base,
which resulted in higher margins in both the Aerotech and FoodTech segment. For 2016, John Bean
Technologies was able to debt leverage ratio under three times with the help of acquisitions outperforming their

expectations.

Industry Outlook:

The Diversified Machinery industry focuses on companies that produce and sell completed machinery to other
companies, with major players including General Electric, 3M, Honeywell International Inc. and Schlumberger.
The Diversified Machinery industry has mixed results since January 1%. Honeywell International has seen their
stock rise 9.5% since the New Year, with adjusted earnings per share of $1.66 on revenue of $9.49 billion.
General Electric has not done as well, only posting earnings per share of 21 cents on revenue of $27.66 billion,
with their stock falling 6% since January. Schlumberger, the largest oilfield services provider, also fared similarly
to General Electric, as they have faced challenges with ideal equipment, causing revenue to fall to $6.89 billion,
almost one hundred million short of projections. Overall, the diversified machinery is a mature industry which
won’t experience any new entrants, but at this point there is room to expand before the market is completely

saturated.
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Business Model:

John Bean Technologies operates in
two different segments
through the world. There is the

business

FoodTech Segment, which accounts
for 69% of the revenue, and there is
the  Aerotech which
accounts for 31% of the revenue.

Segment,

Without even realizing it we probably
are tied in to John Bean Technologies
one way or another in our everyday
life. Their business is to provide
solutions for food processing through
the creation of machinery. With the
current growth through acquisition
strategy, John Bean Technologies has
the opportunity to explore new
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market segments, for example, the new protein and liquid foods area. The Aerotech segment operates a similar

business where they create and provide solutions like baggage handling systems, ground support equipment,

and boarding bridges to help airports become more efficient. Primarily, John Bean Technology does business
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in the United States, Europe, Latin
America, and Africa. John Bean
Technologies has expanded their
operations  to countries,

their

new

including most  recent
expansion into Asia, which provided
with  the

developing market. The rise in

positive  results new

demand for products as the middle
class continues to grow will help
John  Bean

drive  sales for

Technologies.
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Competitors:

In the diversified
industry  there
are many
competitors, big
and small. The

main

competitors who
operate in the
industry as previously mentioned are 3M, General Electric, Honeywell International, and Schlumberger. The
competitors I will focus on are Welbilt Inc., and Middleby Group. John Bean Technologies has an EBITDA
Margin of 11.42 which is below the industry average of 14.57%, but if we focus on the EBITDA growth we
can see that John Bean Technologies is moving in the right direction to becoming one of the leaders in the
industry. They experienced sales growth of 21.96% in an industry that witnessed negative sales growth over the
past year. They reported a return on invested capital of 15.65% while having a WACC of 9.8%. This means that
John Bean Technologies has been able to generate value over the past year, which is a step in the right direction
to become a leader. Finally, John Bean Technologies reported a return on equity of 49.35% which indicates that
they are leveraged, and currently have a substantial amount of debt. Welbilt Inc. reported an EBITDA margin
of 17.88% but haven’t been open to how sales grew over the previous year. Welbilt also reported a lower return
on invested capital. Middleby Corp has reported sales growth of 24.16% which is well above the average, and
reported EBITDA margins of 22.71%, above the 14.57% average. Middleby Corp is a close competitor
operating in building machines for cooking, like the turbo oven used in many fast food chains.

Financials:

In 2016, revenues were 1.35 billion with cost
of goods sold of 969.8 million. John Bean
Technologies is projected to have a steady rise
in revenues with a similar rise in cost of goods
sold. The breakdown of revenues is 68.7%
FoodTech and 31.3% Aerotech. Over time,
John Bean Technologies has focused more of
their attention towards the FoodTech
segment, which increased 4% over 4 years.
Currently, John Bean Technologies has total

debt to equity of 277%, which means that they
are highly leveraged and could explain the
return on equity of 49.35%. Some concern
may arise that they won’t be able to pay back B BN e e e . I_” =

their obligations over time if they remain as

leveraged as they currently are. However, their current ratio of 1.23 indicates that John Bean Technologies has
the ability to pay off any of their short term obligations if need be. If we take their inventory out of the question
and just focus on their current assets, John Bean Technologies is still relatively stable with a quick ratio of 0.75.
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Now shifting to sustainability, another concern in a mature industry is if a company can sustain sales and growth.
In the past three years, John Bean Technologies has seen a rise in EBITDA margins, gross profit margin,
operating margin, and net income margin. In the most recent year, these margins slightly dropped which can
be because of the recent acquisitions and increased R&D spending of 30%. There margins still look attractive
compared to the industry, and will return to rising in no time with the current development plan.

Ownership:

The ownership for John Bean Technologies has remained relatively flat year over year. The biggest portion of

the shares belong to investment advisors at 89.9% which increased from the previous year by 0.46%. The

second largest is hedge fund managers at 3.23% of shares which decreased from the previous year. The
) gainst DEFAREEGY S

Change
+0.46

individual ownership is only 2.09% which decreased from 2.31% the year before. This indicates that investors
are optimistic in the growth of this company over time with such a high percentage belonging to investment
advisors, and with the decrease in hedge fund ownership. John Bean Technologies has an experienced
management team who all have 15 year or more experience in the industry. All executives have joined the
company within the past 4 years. Thomas Giacomini is fairly new to the CEO position at John Bean
Technologies. Recently, he served as CEO at Dover Engineered Systems Inc.

Acquisitions:

In the recent year, John Bean Technologies has acquired Tipper Tie Inc., Novus X-ray, and Cooling and Applied
Technologies. Novus X-Ray specializes in the manufacturing of X-ray systems which will allow John Bean
Technologies to enter the growing market for automated food inspection equipment. Cooling and Applied
Technologies added chillers and weighing systems to their portfolio of equipment. Tipper Tie Inc. will help
John Bean Technologies enter the protein segment and liquid food segment. John Bean Technologies plans to
expand their business through transactions around the world. This will help them become more diverse in the
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products and solutions they offer, as long as they can maintain the amount of debt they are experiencing, they
should be able to grow.

Conclusion:

John Bean Technologies is an up and coming business who will continue to grow through acquisitions and the
development of new markets. With the current middle class growing, there will be an increase for value added
food, and John Bean Technologies will be right there to supply the solutions. Through the elevate plan, John
Bean Technologies should be around $1.8 billion in sales by 2019. I believe this company is a buy because of
the strategic moves they have made to plan for the future, and with the upcoming earnings call we will gain
insight to the future of this company.
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