November / December 2020 Investor Meetings
Executive Summary

Forward-Looking Statements
Certain statements in this presentation are forward-looking statements as defined in the Private Securities Litigation Reform Act of 1995. Forward-looking statements are based on current expectations,
estimates, and projections about Brunswick’s business and by their nature address matters that are, to different degrees, uncertain. Words such as “may,” “could,” “expect,” “intend,” “target,” “plan,”
“seek,” “estimate,” “believe,” “predict,” “outlook,” and similar expressions are intended to identify forward-looking statements. Forward-looking statements are not guarantees of future performance and
involve certain risks and uncertainties that may cause actual results to differ materially from expectations as of the date of this presentation. These risks include, but are not limited to: the coronavirus
(COVID-19) pandemic, including, without limitation, the impact on global economic conditions and on capital and financial markets, changes in consumer behavior and demand, the potential
unavailability of personnel or key facilities, modifications to the Company's operations, and the potential implementation of regulatory actions; the effect of adverse general economic conditions, including
the amount of disposable income consumers have available for discretionary spending, tight consumer credit markets, and the level of consumer confidence on the demand for our products and
services; our ability to successfully implement our strategic plan and growth initiatives; our ability to identify, complete, and integrate targeted acquisitions; the risk that unexpected costs will be incurred
in connection with these transactions; the possibility that the expected synergies and value creation from these transactions will not be realized or will not be realized within the expected time period;
having to record an impairment to the value of goodwill and other assets; changes to U.S. trade policy and tariffs; negative currency trends, including changes to exchange rates; fiscal policy concerns;
adequate financing access for dealers and customers and our ability to access capital and credit markets; maintaining effective distribution; adverse economic, credit, and capital market conditions; loss
of key customers; attracting and retaining skilled labor, implementing succession plans for key leadership, and executing organizational and leadership changes; inventory reductions by dealers,
retailers, or independent boat builders; requirements for us to repurchase inventory; actual or anticipated increases in costs, disruptions of supply, or defects in raw materials, parts, or components we
purchase from third parties, including as a result of new tariffs on raw materials, increased demand for shipping carriers, and transportation disruptions; higher energy and fuel costs; our ability to protect
our brands and intellectual property; absorbing fixed costs in production; managing our manufacturing footprint; outages, breaches, or other cybersecurity events regarding our technology systems, which
could result in lost or stolen information and associated remediation costs; managing our share repurchases; competitive pricing pressures; our ability to develop new and innovative products and
services at a competitive price, in legal compliance with existing rules; maintaining product quality and service standards; product liability, warranty, and other claims risks; legal and regulatory
compliance, including increased costs, fines, and reputational risks; changes in income tax legislation or enforcement; certain divisive shareholder activist actions; joint ventures that do not operate solely
for our benefit; international business risks; and weather and catastrophic event risks.
Additional risk factors are included in the Company’s Annual Report on Form 10-K for 2019, and subsequent Quarterly Reports on Form 10-Q. Forward-looking statements speak only as of the date on
which they are made, and Brunswick does not undertake any obligation to update them to reflect events or circumstances after the date of this presentation or for changes by wire services or Internet
service providers.
Brent G. Dahl, Vice President – Investor Relations
Brunswick Corporation, 26125 N. Riverwoods, Mettawa, IL 60045
Phone: +1-847-735-4039 Fax: +1-847-735-4750
Email: brent.dahl@brunswick.com
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Use of Non-GAAP Financial Information & Constant Currency Reporting
In this presentation, Brunswick uses certain non-GAAP financial measures, which are numerical measures of a registrant’s historical or future financial performance, financial position or
cash flows that exclude amounts, or are subject to adjustments that have the effect of excluding amounts, that are included in the most directly comparable measure calculated and
presented in accordance with GAAP in the statements of operations, balance sheets or statements of cash flows of the registrant; or include amounts, or are subject to adjustments that
have the effect of including amounts, that are excluded from the most directly comparable measure so calculated and presented.
Brunswick has used certain non-GAAP financial measures that are included in this presentation for several years, both in presenting its results to shareholders and the investment
community and in its internal evaluation and management of its businesses. Brunswick’s management believes that these measures (including those that are non-GAAP financial
measures) and the information they provide are useful to investors because they permit investors to view Brunswick’s performance using the same tools that Brunswick uses and to
better evaluate Brunswick’s ongoing business performance. In addition, in order to better align Brunswick's reported results with the internal metrics used by the Company's
management to evaluate business performance as well as to provide better comparisons to prior periods and peer data, non-GAAP measures exclude the impact of purchase
accounting amortization related to the Power Products and Freedom Boat Club acquisitions.
For additional information and reconciliations of GAAP to non-GAAP measures, please see Brunswick's Current Report on Form 8-K issued on October 29, 2020, which is available at
www.brunswick.com, and the Appendix to this presentation.
Brunswick does not provide forward-looking guidance for certain financial measures on a GAAP basis because it is unable to predict certain items contained in the GAAP measures
without unreasonable efforts. These items may include restructuring, exit and impairment costs, special tax items, acquisition-related costs, and certain other unusual adjustments.
For purposes of comparison, 2020 net sales growth is also shown using 2019 exchange rates for the comparative period to enhance the visibility of the underlying business trends,
excluding the impact of translation arising from foreign currency exchange rate fluctuations. We refer to this as "constant currency" reporting.
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AUTHENTIC
LEADERSHIP
THE WORLD’S LEADING
RECREATIONAL BOAT BRANDS
MARINE PROPULSION
MARINE PARTS & ACCESSORIES
BOAT CLUB OPERATOR

THE INDUSTRY’S LEADING
INNOVATION CAPABILITIES
SERVICES PORTFOLIO
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1

OUT OF
EVERY

2

BOATS IS POWERED
BY MERCURY

245
BOAT CLUB
LOCATIONS

3

OF THE
TOP

4

MOST RECOGNIZABLE
U.S. BOAT BRANDS

225

PATENTS IN THE
LAST TWO YEARS

Dimensioning the U.S. Boating Eco-System

How Brunswick Will Continue to Win

Growing service,
connectivity and
alternative
participation
businesses
Leading parts,
accessories,
distribution & service
businesses
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140 MILLION

people go boating annually;
50% are under 40 years old

Leading fishing
boat and engine
brands; expanding
relationships

50 MILLION
fisherman and anglers

10 MILLION

registered recreational boats

200

THOUSAND

new boats sold annually

Leading engine, boat,
technology and
accessories brands

Our Strategy Pillars Drive Desired, Differentiated Outcomes
Innovation
and Inspiration
on the Water

PILLARS

OPERATING
AND QUALITY
EXCELLENCE

EXCEPTIONAL
PRODUCTS
AND BRANDS

BEST
EMPLOYER
AND PARTNER

EX

CUSTOMERCENTRIC
INNOVATION

FRICTIONLESS
CONSUMER
EXPERIENCES

OUTCOMES

EXCEPTIONAL
EXPERIENCES
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EXPANDED
PARTICIPATION

LEVERAGED
PROFITABILITY

New Operating Model Unlocks Potential of Industry-Leading Brands
New Reporting Segments Highlight Attractive P&A Businesses
M E R C U RY
M AR I N E
PROPULSION

ENGINE P&A

AD VAN C E D
S Y S TE M S

BUSINESS
AC C E L E R AT I O N

B O AT S

OWNED

DISTRIBUTION

ALUMINUM BOAT
GROUP

MINORITY INVESTMENT
VENTURE GROUP

Plus 4 additional minority investments

$1.7B

$1.4B

PROPULSION

PARTS
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&

$1.3B

1

ACCESSORIES

BOATS
1

All revenue figures are FY 2019, and exclude the
impact of marine eliminations

Operating and Strategic Priorities

PROPULSION

• Continue share growth in
higher-horsepower
outboards
• Efficiently ramp-up
production and pipeline
refill
• Execute new product
programs and
investments in innovation

PA RTS &
ACCESSORIES

• Optimize traditional and
online distribution models to
satisfy strong aftermarket
parts demand
• Grow Power Products-led
systems integration business
• Enhance efficiencies within
Advanced Systems Group and
expand portfolio

B O AT S &
BUSINESS
A C C E L E R AT I O N

• Successfully launch new
products across portfolio

ENTERPRISE

• Continue to strengthen
Leadership Team

• Increase production to satisfy • Advance digital marketing,
e-commerce, consumer
retail demand and refill
insight, and data analytics
pipelines
capabilities
• Continue structural
cost reduction and efficiency
actions

• Accelerate Brunswick-wide
ACES technology strategy

• Grow Freedom Boat Club and
expand geographically

Our businesses are executing extremely well against our operating and strategic
priorities
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Strong Growth in Aftermarket
Business Enhances Stability

Boats

13%

Boats

41%

2006
EARNINGS

Aftermarket Parts & Engines

2019
EARNINGS

39%

~$330M

~$610M

Aftermarket
Parts & Engines

49%

OEM Parts & Engines

OEM Parts & Engines

38%

20%

2006 REVENUE

$2.9
Boats

billion

2019 REVENUE
Boats

$0.8
Aftermarket Parts & Engines

billion

Aftermarket Parts & Engines

1. P&A distribution included in Aftermarket Parts and Engines

billion

$1.7

billion
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billion

$1.4

$1.4
OEM Parts & Engines

$1.3

billion

OEM Parts & Engines
2. Revenue figures not adjusted for Marine eliminations

3. Earnings figures exclude corporate expenses, and 2006 figures exclude all non-marine earnings

We are a
fundamentally
different
company than in
2006

Enterprise Technology Strategy and Enhanced ESG
Long-term, Progressive New Strategies Yielding Quick Wins
ENTERPRISE
TECHNOLOGY
S T R AT E G Y
ACES ENTERPRISE
STRATEGY

COEs FOR PRODUCTS &
TECHNOLOGIES

KEY NEW TECHNICAL
HIRES

ENHANCED ESG
SEPARATED
Chairman & CEO Roles
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RECOGNIZED
for Three
Female Board
Members

DECLASSIFIED
Board

ISSUED
The First Enterprise
Sustainability Report
(Q1, 2020)

AWARDED
Best Employer for
Diversity by Forbes
Magazine

Mercury Continues to Deliver Profitable
Long-Term Growth
MERCURY
PERFORMANCE

Mercury Historical Growth

$ in billions
4.0

Propulsion

3.0

$2.2

$2.4

$2.3

Parts & Accessories

$2.6

$3.0

$3.1

Increased sales to over $3
billion in 2019

2.0

Since 2014:

1.0

• Sales grew at a 7.1%
CAGR

0.0

2014

2015

2016

2017

2018

2019

• Pre-tax earnings growth
of 11.6% CAGR

Growth of 320 bps

Operating Margin
R&D as % of Sales

3.3%

3.4%

3.5%

3.4%

3.2%

3.4%

CAPEX as % of Sales

2.7%

3.9%

5.0%

4.1%

5.4%

4.8%

5 Year Revenue CAGR 7.1%
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|

• Operating margins
increased 320 bps

5 Year Earnings CAGR 11.6%

Continued investments in
R&D and Cap-Ex

Propulsion Summary
20%

$2.4

HIGHLIGHTS
18%

Revenue ($B)

$1.6

16%

$1.2

14.2%

13.8%

14%

$0.8
12%

$0.4

$0.0

2018*

2019*
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10%

Earnings as a % of Sales

$2.0

• Plans to grow at a CAGR of ~7% in a market
growing in low single digits
• Leveraging continued strong growth trends in high
horsepower
• Investing in Sterndrive portfolio to capture growth
in premium and surf capable segments
• Emerging trends in advanced control technology,
connectivity and electrification

Parts & Accessories Summary
25%

$2.4

21%

$1.2

19.6%
19%

18.1%
17%

$0.4

2018*

2019*

| 13
©2020 Brunswick Co. Confidential and all rights reserved.

15%

Earnings as a % of Sales

Revenue ($B)

$1.6

$0.0

• P&A market growth assumption of low to mid
single digits

23%

$2.0

$0.8

M A R K E T S I T U AT I O N

• Online growth outpacing traditional channels
• Emerging trends in digital and connected
products
• Increasing vessel content – Mercury P&A dollars
per boat increasing at a CAGR of 11% since
20171

1

Calculated from Mercury internal sales data and NMMA
retail boat registrations report for applicable boat segments

Boat Segment Demonstrates Strong Growth
and Margin Improvement
BOAT SEGMENT 2019
PERFORMANCE

Boat Segment Historical Growth

$ in billions
$1.5

$1.3

$1.3
$1.0

$1.0

$1.1

$1.4

$1.2

$1.3

Strong growth CAGRs
Proactive Operating
Expense Management $7M reduction YOY

$0.8
$0.5
$0.3
$0.0

2014

2015

Operating
Margin* (%)

2016

2017

2018

2019

Maintained investment in
critical strategic initiatives
Pipeline control – field
inventory at 2016 levels

Growth of 520 bps

R&D as % of
Sales

1.4%

1.4%

1.3%

1.3%

1.3%

1.4%

CAPEX as % of
Sales

3.7%

2.6%

2.9%

4.0%

3.2%

2.8%

5 – Year Revenue CAGR 6.0% | 5 – Year Operating Earnings CAGR 36%
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Pipeline Metrics

ENDING WEEKS
ON HAND

CHANGE VERSUS
PRIOR YEAR
(WOH)

UNITS IN PIPELINE
(THOUSANDS)

CHANGE VERSUS
PRIOR YEAR
(UNITS)

20

14.4

-15.6 weeks

10.1

(48)%

19

30.0

+2.2 weeks

19.5

Flat

18

27.8

+0.4 weeks

19.5

2%

17

27.4

+1.0 weeks

19.1

7%

YEAR

20F

~22 weeks on hand
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 Historically low
pipelines due to
strongest Q3 retail
demand since preGFC, while ramping
up production after
temporary
shutdown

 Strong production
increases will raise
inventory levels by
end of 2020, but
expect that levels
will not normalize
until 2022

Recent Trends in New Boat Purchasers
Roughly half of Brunswick brand buyers are either first-time or lapsed
•

BBG Survey of post-pandemic buyers: 28 % FTBB; 29% lapsed

•

MM Survey post-pandemic buyers: 27% FTBB; 28% lapsed

•

Infolink: 40% FTBB in June 2020-new boats; 47% new & pre-owned (below)
June 2019

Feb 2020
(Pre-COVID)

June 2020

First time boat buyers (new boat purchase)

26.7%

24.1%

40.0%

First time boat buyers (pre-owned boat purchase)

41.1%

33.0%

49.2%

First time boat buyers (new and pre-owned boat purchase)

38.8%

30.7%

47.6%

Based on web data and online engagement, nearly every brand is trending younger and more female
• For BBG, the only exception is Harris which isn’t showing a shift towards more female online engagement,
but has the highest concertation of online engagement among women for BBG brands
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First Time Boat Buyer

73%

VS

Repeat Boat Buyer

49%

Age 35-54
Average
Household Size

3.5

40%
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Family
Time
Wanted
Fishing/Use
Fun
New Home

2.8

Purchase was
influenced by
the pandemic

22%

Top 6 Reasons
for Purchase

Size
Price
Quality
Fishing/Use
Features
Brand
Source: BBG Survey N=607

First Time Buyer Insights

INSIGHT

Reduced Barriers
First time boat buyers are
influenced by increase in
family time and increase in
available time.

Demographic Shift
First time boat buyers
are more likely to be
younger with larger
families.

Fulfilling Desires
Many first time boat
buyers have always
wanted a boat.

Exposed to Water
Strong correlation to new
waterfront home sales and
first time boat buyers could
suggest an increase in
waterfront home sales.

IMPLICATION

(confirm through other data sources)

Reduced barriers has
made getting into boating
even easier, now is a
great time to capitalize.
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FTBB are different
people. We need to
cater to them differently
and provide different
information and more
help.

Making the experience
easier for everyone will
allow more people to
fulfill their desires.

Strategic targeting of
those who are
purchasing lake front
homes could increase
consideration.

New Boaters are Positioning Brunswick for Future Generations

BRUNSWICK IS
OUTPERFORMING

the industry in attracting new boaters

YOUNGER
The average age of the Brunswick boat
buyer is in the high 40’s, the youngest
since 2011, and is lower than the overall
industry average in almost every category
The average Freedom Boat Club member
is 3 years younger than the average
Brunswick boat owner
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Source: Infolink; through August 2020

MORE FEMALE

INCREASING DIVERSITY

This summer, the percentage of women
buying boats equaled the highest ever on
record

Recent activity saw an uptick in:

The percentage of female Freedom Boat
Club members is more than double the
percentage of women registering new
boats

•

•

Hispanic and Asian Brunswick boat
owners
Hispanic FBC members

37k

MEMBERSHIPS

244
CLUBS

3.1k
BOATS

FREEDOM
B O AT C L U B
Delivers hassle-free
recreational boating
experience

• RECIPROCITY PROGRAM
• EXPERIENCE FOCUS
• SIMPLE MODEL
• FOCUS ON SAFETY
• DIVERSE COMMUNITY
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Capital Strategy Summary
INVEST IN GROWTH

KEY PRIORITIES

• New product / R&D
• Grow P&A / Aftermarket
businesses
• Bolt-on acquisition and other
business acceleration
initiatives
• Outboard engine capacity
• Maintain strong ROIC

RETAIN STRONG
FINANCIAL POSITION

RETURN CAPITAL TO
SHAREHOLDERS

• Retain investment grade credit
rating

• Increase dividend payout ratio
(target range of 20 – 25%)

• Retire/refinance term loan
obligations -- no near-term
maturities

• Flex share repurchase activity with
free cash flow generation and
economic factors

• Maintain healthy balance sheet
• Leverage strong balance sheet
for incremental strategic M&A

We continue to execute a balanced capital strategy that prioritizes growth
investments, financial stability and shareholder returns
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Outstanding Performance Across the Company

Strong financial results:
•

Adjusted1 EPS of
$1.80 (up 64%)

•

Adjusted1 operating
margins of 16.5%
(up 260 bps)

•

FCF1 of $396M
(YTD of $520M)

Boat pipeline
inventory at historical
lows:
•

~14 WOH at end of
Q3

•

48% fewer boats in
dealer inventory
than end of Q3 2019

U.S. marine retail unit
demand surge continued
through the quarter:
•

•

Anticipate U.S. retail
market up high-single
digit percent FY
Mercury performance
accretive to market due
to share gains

Guidance*:
•

2020 Adjusted EPS of
~$4.75; over $600M in
FCF

•

2021 Adjusted EPS of
$5.75 - $6.25

* Assuming no major additional pandemic-

related business continuity issues

Our businesses are executing exceptionally well, leading to outstanding financial results and
setting the stage for strong 2020 and 2021 full-year performance
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1See

the Appendix to this presentation and today's Form 8-K for reconciliations to GAAP figures.

2020 Assumptions and Guidance*
2020 U.S. marine industry retail unit demand up highsingle digit percent from 2019 levels
Q4 2020 revenue up low-to-mid-teens percent, with
adjusted operating leverage in the high-teens
FY 2020 operating expenses as a percent of sales flat
versus 2019
FY 2020 Adjusted EPS of approximately $4.75

5

FY 2020 FCF in excess of $600 million

*Assuming no major additional pandemic-related business continuity issues
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Managing Operating Leverage

FIRST-HALF 2020
• Adjusted operating de-leverage of ~28%1
o Propulsion and P&A higher
o Boats lower

• Significant impacts:
(-) Absorption, F/X changes, tariffs, COVID19 related costs

SECOND-HALF 2020
• Leverage of high-teens to low-twenties
percent
• All segments benefit from increased sales,
along with cost reduction and efficiency
initiatives
• COVID-19 related costs, including potential
supplier disruptions, remain headwind

(+) Cost reduction actions, efficiency
initiatives

•
•

First half 2020 de-leverage in line with communicated expectations
Second half 2020 leverage in line with historical norms
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1See the Appendix to this presentation and today's Form 8-K for reconciliations to GAAP
figures.

Liquidity Assessment
•

 Q3 cash balance of $660 million versus $332 million at year-end
2019
 Free cash flow of $520 million YTD 2020 versus $79 million in
the first nine months of 2019
 Repaid all remaining borrowings ($185 million) under revolving
credit facility
 Additional $39 million of long-term debt reduction in the third
quarter of 2020

•

Projected
Dividends Liquidity Analysis*

Liquidity position extremely strong at $1.05 billion

Maintain full access to revolving credit facility
 Significant cushion versus both leverage and interest coverage
covenants

($ in Millions)

$1,250
$1,000
$750
$500
$250
$-

Q1
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Q3

Q4

*Liquidity is defined as cash on hand plus any unused revolver capacity, and excludes
restricted cash and marketable securities

We expect liquidity to be more than $970 million at year-end
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2020 Outlook – P&L and Cash Flow
2 0 2 0 E S T I M AT E S

CHANGE FROM PRIOR
CONFERENCE CALL
E S T I M AT E

Free cash flow

Exceeding $600 million

Higher

Working capital reduction

Exceeding $175 million

Higher

~$115 - $120 million

Unchanged

Acquisition intangible amortization2

~$30 million

Unchanged

Combined equity earnings and other
income

Comparable to 2019

Unchanged

Effective book tax rate3

~21 - 22 percent

Unchanged

Effective cash tax rate

Low double-digit percent

Unchanged

Average diluted shares
outstanding

~80 million

Unchanged

Depreciation and amortization1

1

Excludes acquisition intangible amortization
Amortization related to Freedom Boat Club acquisition is not material
3
As adjusted to exclude the net impact of special tax items
2
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2020 Outlook – Capital Strategy Assumptions

2020
E S T I M AT E S

CHANGE FROM PRIOR
CONFERENCE CALL
E S T I M AT E

~$160 million

Higher

~$160 - $170 million

Unchanged

Share repurchases

$100 million

Higher

Quarterly dividends

$0.27 per share

Higher

Net interest expense

~$67 million

Unchanged

Debt retirement
Capital expenditures
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2021 EPS Target Bridge*
$5.75 - $6.25

In a reference scenario in
which U.S. marine industry
retail unit demand is flat to
up low-single digit percent
for
2021,
we
would
anticipate adjusted diluted
EPS in the range of $5.75 $6.25

~$4.75

We anticipate making excellent progress in 2021 towards reaching our 2022
strategic plan targets
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*Assuming no major additional pandemic-related business continuity issues

Investment Considerations
2020-2022 Strategic Plan

HEALTHY
Marine Market
Supportive of
Growth

FORMIDABLE
Competitive
Position

INDUSTRYLEADING
Operating
Capabilities and
Execution

PROVEN
Track Record of
Delivering
Shareholder
Returns

STRONG
and Improving
Earnings and
Free Cash
Flow

BALANCED
Portfolio with
Growing
Recurring
Revenue Base

2 0 2 2 P L A N TA R G E T S

$6.25 - $7.25
EPS
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14.0% - 15.0%
OPERATING MARGIN

$425M to $475M
FCF

Investor Targets – Implied Total
Shareholder Return
4 - 6%

15 - 20%

11 - 14%
$800 million
Term Loans

C APA B I L I T I E S
Unmatched in Marine

VAL U AT I O N
OPPORTUNITY
Focused portfolio and strong operating
performance drives increased value

BALANCED
PORTFOLIO
Robust growing aftermarket channels
drive improved earnings stability

PRODUCT
LEADERSHIP
Core EBIT Growth

Capital Strategy
Benefits

Shareholder
Returns
(Based on Targets)

Continued strong pipeline of new,
transformative products

C AP I TA L
S T R AT E G Y
Execute capital strategy and deploy
strong free cash flow
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We are confident that we can
execute our 2020-2022 plan and
deliver strong shareholder
returns
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