
Brunswick Earnings Conference Call Q1, 2018 

April 26, 2018 



2April 26, 2018 

Brunswick Corporation - Earnings Release
Forward-Looking Statements

Certain statements in this presentation are forward-looking 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,”
“goal,” “seek,” “estimate,” “believe,” “predict,” “outlook,” “anticipates” and similar expressions are intended to identify forward-looking
statements.  Such 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:
adverse general economic conditions, including reductions in consumer discretionary spending; negative currency trends; our ability
to complete and integrate targeted acquisitions; our ability to implement our strategic plan and growth initiatives; adequate financing
access for dealers and customers and our ability to access capital and credit markets; maintaining effective distribution; retaining
our relationships with dealers, distributors and independent boat builders; credit and collections risks; retaining key customers;
protecting our brands and intellectual property; absorbing fixed costs in production; managing expansion or consolidation of
manufacturing facilities; meeting supply objectives; meeting pension funding obligations; managing our share repurchases; higher
energy and fuel costs; competitive pricing pressures; developing new and innovative products at a competitive price, in legal
compliance; maintaining product quality and service standards; outages or breaches of technology systems; competitor activity;
product liability, warranty and other claims risks; increased costs of legal and regulatory compliance; having to record an impairment
to the value of goodwill and other assets; international business risks; attracting and retaining key contributors; weather and
catastrophic event risks; the possibility that the proposed fitness spin-off will not be consummated within the anticipated time period
or at all, including as the result of regulatory, market or other factors; the potential for disruption to our business in connection with
the proposed spin-off; and the potential that the fitness business and Brunswick do not realize all of the expected benefits of the
separation. 

Additional risk factors are included in the Company’s Annual Report on Form 10-K for 2017.  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.

Ryan M. Gwillim, Vice President - Investor Relations
Brunswick Corporation, 26125 N. Riverwoods, Mettawa, IL 60045
Phone:  +1-847-735-4926   Fax:  +1-847-735-4750
Email: ryan.gwillim@brunswick.com

Good morning, and thank you for joining us.  On the call this morning are Mark Schwabero,
Brunswick’s chairman and CEO, and Bill Metzger, CFO.  

Before we begin with our prepared remarks, I would like to remind everyone that during this call our
comments will include certain forward-looking statements about future results. Please keep in mind
that our actual results could differ materially from these expectations.

For the details on the factors to consider, please refer to our recent SEC filings and today’s press
release. All of these documents are available on our website at Brunswick.com. 
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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.  

For additional information and reconciliations of GAAP to non-GAAP measures, please see Brunswick's Current Report
on Form 8-K issued on April 26, 2018, which is available at www.brunswick.com.

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
pension settlement charges, restructuring, exit, integration and impairment costs, special tax items, costs related to the
Fitness separation, and certain other unusual adjustments.

For purposes of comparison, 2018 net sales growth is also shown using 2017 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.

Brunswick Corporation - Earnings Release
Use of Non-GAAP Financial Information and Constant Currency Reporting

During our presentation, we will be referring to certain non-GAAP financial information.
Reconciliations of GAAP to non-GAAP financial measures are provided in the reconciliation sections
of the consolidated financial statements accompanying today’s results.

http://www.brunswick.com/
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• On December 5, 2017, Brunswick announced its intention to sell its Sea

Ray businesses, including the Meridian brand.  Starting with the fourth

quarter of 2017, Brunswick is reporting the historical and future results of

these businesses as discontinued operations.  Therefore, for all periods

presented in this release, all figures and outlook statements incorporate

this change and reflect continuing operations only, unless otherwise noted.  

Brunswick Corporation - Earnings Release
Discontinued Operations

As a reminder, on December 5, 2017, we announced our intention to sell our Sea Ray businesses,
including the Meridian brand.  Starting with the fourth quarter of 2017, we are reporting the historical
and future results of these businesses as discontinued operations.  Therefore, for all periods
presented in this release, all figures and outlook statements incorporate this change and reflect
continuing operations only, unless otherwise noted.

I would now like to turn the call over to Mark.
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Mark Schwabero – Chairman and Chief Executive Officer

Bill Metzger – Chief Financial Officer

Brunswick Corporation - Earnings Release

Thank you, Ryan and good morning everyone.  
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• First quarter performance was an excellent start to 2018

• Marine businesses had revenue growth of 8 percent in the quarter, with a very strong
increase in operating earnings versus first quarter 2017

• Our current outlook on the global marine market is in line with our initial expectations

• Continued focus on product leadership:

– Mercury’s launch of the 175-225 horsepower V6 outboard engines and new
products within our other marine categories

– Fitness launch of the Halo software platform

• Continue to make progress on both Sea Ray sale and Fitness separation

Brunswick Corporation - Earnings Release
Overview of First Quarter 2018 

Our first quarter performance was an excellent start to what we believe will be another year of successful
execution of our strategy and creation of shareholder value.  Our marine businesses continue to benefit
from strong demand for outboard boats and engines, successful new products, and our strategy to grow
the parts and accessories business.  As a result, our marine businesses had revenue growth of 8 percent
in the quarter, with a very strong increase in operating earnings versus first quarter 2017.

At this early point in the marine season, our current outlook on the global marine market remains in line
with our initial expectations.  While unfavorable weather conditions in certain markets, including the
northeast and midwest regions of the U.S. and Europe, have contributed to a slightly slower start to
boating activity and the marine retail selling season, based on feedback from boat shows, dealer
sentiment, reaction to new product offerings across the industry, favorable replacement cycle dynamics
and positive global macro-economic conditions, we remain confident in our view of the industry for 2018.  

We continue to focus on product leadership as evidenced by Mercury’s launch of the 175-225 horsepower
V6 outboard engines, the first in a series of major outboard engine launches planned for 2018.  These
products, which will begin shipping in the second quarter, along with other award-winning, new products
within our other marine categories, respond to customers’ desire to migrate to products with enhanced
features, resulting in overall business results that exceed the market.

In our Fitness segment, we also continue to execute against our digital strategy, as demonstrated by our
release at IHSRA of the Halo Fitness Cloud, a dynamic software platform for club operators that both
enhances the exerciser experience, while simplifying facility management.  In the quarter, the business
experienced improving demand in certain European and Asian markets which drove top-line growth, with
margins remaining under pressure.

Finally, we continue to make progress on both the Sea Ray sale and Fitness separation, which I will
address further in my closing comments.
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• Revenue increased 6.8 percent over Q1 2017

• Gross margin of 26.6 percent

– Marine businesses' gross margin increased 60 bps over Q1 2017

• Adjusted1 operating earnings up 6 percent

• Adjusted1 effective tax rate of 20.9% vs. 25.2% in Q1 2017

• Diluted EPS, as adjusted1, of $1.01, up $0.13, or 15 percent

1See slides 14, 24, and the Appendix for reconciliations to GAAP figures

Brunswick Corporation - Earnings Release
Overview of First Quarter 2018 

Turning to the first quarter financial metrics, revenue increased by 6.8 percent year over year, with
growth in all three segments.

Gross margins were 26.6 percent, with gross margins for the combined marine businesses
increasing by 60 basis points over first quarter 2017.

Adjusted operating earnings were up 6 percent, led by the performance in our marine businesses.
Diluted earnings per share, as adjusted, of $1.01, were up 15% year over year, also due to the
strong performance of our marine businesses, along with a lower effective federal tax rate.

Overall, a very strong quarter and good start to 2018.
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Source: NMMA Statistical Surveys, Inc.: 2017 data is final and 2018 preliminary data is based on 89% of Jan., 80% of Feb. and 63% of Mar.
market reporting; Coast Guard data updated through 3/2018.

1) For the full-year 2017, outboard powered boats represented 92% of the total units.
2) Total Industry (NMMA) also includes fiberglass and aluminum lengths outside the ranges stated above, as well as ski boats, but excludes
house and jet boats.

Industry unit volume growth for the main powerboat
segments was flat in the first quarter

Brunswick Corporation - Earnings Release
U.S. Powerboat Industry - Percentage Change in Retail Units

Now I will provide our perspective on the U.S. marine market.

Industry unit volume was flat based on preliminary SSI data for the first quarter, which when fully
reported, on average comprises about 17 percent of the year at retail.  As noted earlier, this reflects
the impact of unfavorable weather which delayed the delivery and registration of boats and a later
start to the marine retail selling season in certain regions of the U.S.  Despite the unfavorable
weather, strong growth continues in fiberglass saltwater boats over 23 feet, which has been an area
of significant investment for Boston Whaler and Mercury in recent years.  

As a reminder, SSI reporting for the first quarter remains preliminary, as this current report only
reflects 63% of the activity in March, with several key states not yet reporting.  This is significant
because March normally comprises about half of the retail activity in the first quarter.  We continue
to be confident in our marine market outlook and have not changed our forecasted assumptions of
domestic unit market growth of between 3 and 5 percent for the full year.

Q1-17 Q2-17 Q3-17 Q4-17 2017 Q1-18

AL – Fish 4% 4% 4% 6% 4% (0)%

AL - Pontoon 6% 10% 4% 14% 8% 1%

FG - Saltwater (<23 ft) 9% 3% (9)% 0% 0% (9)%

FG - Saltwater (>23 ft) 15% 15% 8% 12% 13% 12%

FG - Freshwater 6% 8% 7% 6% 7% 4%

Outboard Boats (1) 6% 8% 3% 7% 6% 1%

FG – SD/IB (14-30 ft.) (6)% (3)% (6)% (6)% (5)% (15)%

FG – SD/IB (31-40 ft.) (4)% (12)% (2)% (16)% (9)% (7)%

FG – SD/IB (41-65 ft.) (11)% (17)% 6% (3)% (8)% 3%

FG SD/IB Boats (6)% (5)% (5)% (7)% (5)% (12)%

Main Powerboat Segments 5% 6% 2% 6% 5% (0)%

Total Industry (NMMA) (2) 6% 7% 3% 5% 6% (2)%

Outboard Engines (NMMA) 9% 6% 2% 13% 6% (0)%
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Retail Boat (units)
Growth Rates1

U.S. Global

Q1 2018 3% (1)%
Q1 2017 12% 13%

FY 2017 6% 5%
FY 2016 10% 4%
FY 2015 9% 3%

1Growth rates determined through internal US retail unit boat registrations.

Brunswick Corporation - Earnings Release
Review of Brunswick Boat segment retail unit sales metrics1 

Next, I would like to share some perspectives on our retail data for boats based on our pipeline
inventory activity.

Against a very strong first quarter 2017, our internal U.S. retail boat registrations for first quarter
2018 were up 3 percent. This performance is above the overall industry, and better than the results
reflected in the SSI retail performance data reported for Brunswick.  Global retail unit sales
decreased 1 percent over the first quarter 2017, also against a very strong comp.

Brunswick's internal boat registrations continue to show year-over-year
retail growth in the U.S. versus a strong Q1 2017
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Region
2018 vs. 2017

Growth Rates 1 2017 Mix 2

U.S. 6% 70%
Europe (1)% 12%
Canada 8% 7%
Asia-Pacific 3% 7%
Rest-of-World (2)% 4%

Total 5% 100%

Global revenue in our combined marine segments grew 8 percent, with 5
percent growth on a constant currency, ex-acquisitions basis

1On a constant currency basis, excluding acquisitions.
2Mix for the full-year 2017, on a constant currency basis.

Brunswick Corporation - Earnings Release
Q1 2018 Revenue By Region - Marine segments

Next, I would like to review with you our current perspectives on regional marine markets.

On a constant currency basis, and excluding acquisitions, marine revenue for the first quarter was
down slightly in Europe against a very strong comparable quarter in 2017 where growth was 12
percent.  As dealer sentiment in Europe remains positive, and with more than 85% of the annual
selling season ahead of us, we continue to believe that this slight decrease will normalize and that
international markets will continue to be a tailwind throughout 2018.

In Canada, retail and wholesale unit demand for the year improved versus the prior year, as the
recovery that began in 2017 continues. Our 2018 outlook assumes that the demand environment in
Canada will continue to improve.

The balance of the international markets continue to show modest growth as we continue to benefit
from engine share gains in commercial markets, capitalizing on our expanded range of SeaPro
commercial, four-stroke engines, and strengthened distribution channel relationships across the
regions.

In summary, we expect full-year 2018 global unit market growth to also be in the 3 to 5 percent
range.  Our revenue growth will continue to outperform as a result of market share gains and
favorable changes in product mix, each positively affected by continued new product launches
throughout the year.
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Region
2018 vs. 2017

Growth Rates 1 2017 Mix 2

U.S. (5)% 54%
Europe 17% 18%
Asia-Pacific 14% 15%
Canada 25% 3%
Rest-of-World (16)% 10%

Total 1% 100%

Global revenue in our Fitness segment grew by 4 percent, with 1
percent growth on a constant currency basis

1On a constant currency basis.
2Mix for the full-year 2017, on a constant currency basis.

Brunswick Corporation - Earnings Release
Q1 2018 Revenue By Region - Fitness segment

Moving on to our Fitness segment, revenue increased by 4 percent in the first quarter, with 1
percent growth on a constant currency basis.

Fitness segment sales in the U.S. were down 5 percent in the quarter, primarily the result of lower
Cybex sales in advance of new product launches, along with weakness in several vertical markets,
partially offset by gains in sales to domestic health clubs which showed a strong increase in the
quarter.  Domestic sales would have been slightly increased for the quarter had Cybex revenue
remained consistent from Q1 2017.

European sales experienced strong growth in the quarter with higher sales to both direct markets
and distributors.  Asia-Pacific also continues to see strong growth, with China and Japan leading the
way.  We anticipate that these positive trends will continue in 2018, resulting in sustained growth in
these regions.

Our global growth in cardio offerings has been influenced by certain delays in new product launches
that we have referenced the past several quarters.  Moving forward, the new Life Fitness Integrity
and Cybex cardio products are now fully available, with two remaining updated console options to
be released in the second quarter.  We expect that these products, along with the Halo suite of
digital solutions that was launched in March, will continue to accelerate global demand resulting in
increased sales.
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Mark Schwabero – Chairman and Chief Executive Officer

Bill Metzger – Chief Financial Officer

Brunswick Corporation - Earnings Release

Now, I’ll turn the call over to Bill for additional comments on our financial performance.
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Net Sales
Three Months Ended

Mar 31, Apr 1, % Change
Segments ($'s in millions) 2018 2017 GAAP

Marine Engine $ 687.1 $ 631.8 8.8%
Boat 304.0 284.9 6.7%
Marine eliminations (80.1) (70.2)

Total Marine 911.0 846.5 7.6%

Fitness 244.4 235.6 3.7%
Total $ 1,155.4 $ 1,082.1 6.8%

Brunswick Corporation - Earnings Release
Q1 Net Sales increased by $73.3 million, or 7%

Thanks Mark.

For the first quarter, sales in our combined Marine segments and Fitness segment increased by 8
percent and 4 percent, respectively. 

From a geographic perspective, consolidated U.S. sales increased by 4 percent. Sales outside the
U.S., on a constant currency basis, increased by 6 percent.

The company adopted the new revenue recognition standard on January 1 of 2018 using the
modified retrospective approach.  The adoption of this standard does not have a material effect on
the comparability of our results with prior period comparisons.  As anticipated, the adoption of this
standard had a positive impact to earnings comparisons of approximately $2 million, primarily
resulting from changes in timing of expense recognition related to certain retail promotions and
product rebates in our Boat and Fitness segments, respectively.  The full year impact of the new
revenue standard on earnings comparisons is expected to be minimal.  Please refer to the
schedules included in today's press release along with our Form 10-K for 2017 for more information.

Net sales increased by 7 percent

Q1 2018 Sales Growth %
Region  % of Sales GAAP Constant Currency

United States 64% 4% 4%
Europe 16% 21% 9%
Asia-Pacific 9% 11% 8%
Canada 6% 12% 9%
Rest-of-World 5% (8)% (8)%
Total International 36% 12% 6%
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Operating Earnings
Three Months Ended

March 31, April 1,
Segment ($'s in millions) 2018 2017 Change

Marine Engine $ 95.7 $ 87.7 $ 8.0
Boat 24.7 19.7 5.0

Total Marine 120.4 107.4 13.0
Fitness 12.2 20.7 (8.5)
Corp/Other (14.3) (16.4) 2.1
Adjusted operating earnings 118.3 111.7 6.6
Restructuring, exit, integration and
impairment charges (1.2) (8.3) 7.1
Separation costs (1.7) — (1.7)
GAAP operating earnings $ 115.4 $ 103.4 $ 12.0

Operating margin - excluding charges 10.2% 10.3% -10 bps
Operating margin - including charges 10.0% 9.6% 40 bps

Brunswick Corporation - Earnings Release
Q1 Adjusted Operating Earnings increased by $6.6 million, or 6% 

First quarter adjusted operating earnings were $118.3 million, and our adjusted operating margin
was 10.2 percent, which was slightly lower than Q1 2017.

For the full-year, we are estimating total restructuring, exit, integration, and impairment charges of
between $5 million and $10 million.
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• Strong growth in propulsion, driven by
outboard engines, along with solid growth in
parts and accessories businesses

Q1 2018 revenue by region: U.S. 71%,
Europe 13%, Asia-Pacific 7%, Canada 4%, Rest-
of-World 5% 

Sales for the first quarter increased by 9 percent

Q1 - 2018

Product Category  % of Sales % Change

Propulsion 55% 11%

P&A Businesses 45% 6%

Total 100% 9%

Brunswick Corporation - Earnings Release
Marine Engine segment - Q1 sales 

Turning to our Marine Engine segment, first quarter sales increased by 9 percent.  Propulsion
revenue, led by strong gains in outboard engine sales, increased by 11 percent year over year.
Sales growth in outboards continues to benefit from our strengthening market position, particularly in
the 300+ horsepower range.

P&A sales continued to report solid, consistent growth, including gains in our controls and rigging
and distribution businesses.  I would also like to note that P&A activity has also been unfavorably
influenced by the delayed start of boating activity due to weather conditions.



16April 26, 2018 

Key Factors
• Higher sales
• Favorable movements in foreign

exchange rates

• Unfavorable impact from planned
spending increases stemming from new
product introductions, capacity
expansion, and product development

Brunswick Corporation - Earnings Release
Factors affecting Marine Engine segment's Q1 operating earnings

Q1 operating margin of 13.9 percent

Mercury’s operating earnings in the quarter grew by 9 percent and operating margins were 13.9
percent, which was in line with the prior year.

The increase in operating earnings in the quarter was primarily due to benefits from higher net
sales and favorable movements in foreign exchange rates, which were partially offset by the
planned spending increases stemming from new product introductions, capacity expansion, and
product development.
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• Strong sales growth in the fiberglass
freshwater boat businesses, along
with solid growth in our aluminum
freshwater boat businesses

• Revenue for the fiberglass saltwater
business comparable to a very
strong Q1 2017

Q1 2018 revenue by region: U.S. 73%, Canada
14%, Europe 10%, Asia-Pacific 2%, Rest-of-
World 1% 

Brunswick Corporation - Earnings Release
Boat segment - Q1 sales 

In our Boat segment, first quarter revenues increased by 7 percent, with strong growth in the
fiberglass freshwater boat businesses, which is comprised of our Bayliner brand along with our
European brands Quicksilver and Uttern.

Aluminum freshwater posted solid growth, including gains in pontoons, resulting from successful
efforts to increase production levels.  Sales of aluminum fishing boats were flat reflecting the impact
of Bass Pro's acquisition of Cabellas, which which was a large channel for our Lowe boat brand.

Finally, revenue in the fiberglass saltwater business was comparable to a very strong first quarter of
2017.  This category is poised for growth over the remainder of the year as production of the new
Realm models ramp up and capacity expansion efforts continue.

Sales for the first quarter increased by 7 percent

Q1 - 2018

Product Category  % of Sales % Change

Aluminum Freshwater 53% 6%

Fiberglass Freshwater 19% 20%

Fiberglass Saltwater 28% 0%

Total 100% 7%
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Q1 18 Q1 17

Global U.S. Global U.S.

Wholesale (units) (2)% (5)% 13% 13%

Net Sales (dollars)1 5% 4% 18% 19%

1Growth in constant currency.

Brunswick Corporation - Earnings Release
Review of Brunswick Boat segment sales metrics versus prior year

Global wholesale shipments for the first quarter decreased 2 percent, and were down 5 percent in
the U.S., both against very strong comps in the first quarter of 2017.

Changes in average selling prices increased by 8 percent in the quarter on a constant currency
basis.  These increases resulted from changes in mix, as customers migrate to boats with more
content and higher horsepower engines, which are adding top-line benefits.  In addition, we have
raised prices in response to inflation, particularly in pontoons.  Our 2018 plan anticipates continued
growth in average selling prices, but at a slightly lower growth rate than 2017.

Gains in average selling prices contributed to sales increases in Q1
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Pipeline
Levels

Ending
Weeks on

Hand

Change
Versus

Prior Year

% Change in
Wholesale

Units
% Change in
Retail Units

FY 15 35.1 +0.2 weeks 1% 3%
FY 16 35.2 +0.1 weeks 3% 4%
FY 17 35.5 +0.3 weeks 8% 5%

Q1 17 37.7 +0.1 weeks 13% 13%
Q2 17 30.4 +1.3 weeks 5% 1%
Q3 17 27.1 +0.9 weeks 7% 4%
Q4 17 35.5 +0.3 weeks 6% 11%

Q1 18 38.7 +1.0 weeks (2)% (1)%

Brunswick Corporation - Earnings Release
Review of Brunswick Boat segment pipeline metrics

Dealer pipeline inventories ended the quarter at 39 weeks of boats on hand measured on a trailing-
twelve-month retail basis, which was one week higher than prior year levels, primarily due to the
early season retail market dynamics that Mark described earlier.  We believe that our pipeline levels
are appropriate given our growth expectations in various boat categories and markets, as well as
dealer sentiment and outlook for the market in 2018.

For 2018, we are planning for the weeks of inventory on hand at year-end to be comparable with
year-end 2017 levels.  Consistent with this assumption, we are also assuming wholesale growth
rates will slightly trail retail unit growth rates.

Pipelines are well-positioned entering the prime marine retail selling season
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Q1 operating margin of 8.1 percent

Key Factors
• Higher sales
• Timing benefits from adoption and

implementation of new revenue
recognition standard

Brunswick Corporation - Earnings Release
Factors affecting Boat segment's Q1 operating earnings

The Boat segment’s adjusted operating earnings for the quarter grew by $5 million, resulting mostly
from higher sales and the positive timing benefits from the adoption and implementation of the new
revenue recognition standard.  Changes in product mix were also unfavorable in the quarter as
growth in value brands exceeded increases in categories with stronger margin profiles.

For the first quarter, adjusted operating margins were 8.1 percent, which is 120 basis points higher
than Q1 2017.
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• The slight decrease in commercial cardio
revenue reflects strong sales to health
clubs, more than offset by declines in sales
of Cybex product and sales to certain
vertical markets

• Continued strong sales growth in global
commercial strength category

Q1 2018 revenue by region: U.S. 51%,
Europe 20%, Asia-Pacific 17%, Canada 3%, Rest-
of-World 9% 

Sales for the first quarter increased by 4 percent

Brunswick Corporation - Earnings Release
Fitness segment - Q1 sales 

Shifting to our Fitness segment, sales for the first quarter increased by 4 percent. 

Sales of commercial cardio decreased slightly in the quarter, as strong sales to health clubs were
more than offset by declines in sales of Cybex product in advance of new products and sales to
certain vertical markets.

Commercial strength sales continue to grow globaly as demand for these products increases due to
our well-positioned product offering and changing exerciser preferences.

Q1 - 2018

Product Category  % of Sales % Change

Commercial Cardio 54% (3)%

Commercial Strength 37% 17%

Consumer Fitness 9% 0%

Total 100% 4%
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Key Factors
• Higher sales 

• Lower margins reflecting several factors
including:

– Higher freight costs
– Challenging pricing dynamics in

certain international markets
– Unfavorable changes in product

and customer mix
– Cost inflation

1As adjusted, excluding restructuring, exit, integration, and impairment charges

Brunswick Corporation - Earnings Release
Factors affecting Fitness segment's Q1 operating earnings1

For the quarter, adjusted operating earnings were at 5.0% percent, which was 380 basis points
lower than a year ago.  This reduction was caused by margin declines reflecting several factors
including higher freight costs, challenging pricing dynamics in certain international markets,
unfavorable changes in product and customer mix, and cost inflation, which were partially offset by
benefits from higher sales.

On freight costs, the Fitness business continues to experience a number of challenges including
higher national transportation rates, along with complexities around the shipment and installation of
new products.  The business is focused on resolving the issues under its control and adjusting price
where appropriate.

Q1 adjusted operating margin of 5.0 percent; on GAAP basis, 4.5 percent
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Brunswick Corporation - Earnings Release
Review of foreign currency impact1

Next, I will discuss the impact that foreign currency is having on our performance.  

In the first quarter, sales comparisons were positively affected by approximately 2 percent and
operating earnings comparisons were positively affected by approximately $3 million, which was
consistent with our plan.

Our estimates for the full-year period remain consistent with our previous expectations as we are
expecting a positive impact on consolidated sales comparisons of approximately 1 percent and a
favorable impact on operating earnings comparisons of $10 to $15 million.

These estimates for 2018 assume that foreign exchange rates remain consistent with average rates
for the last three months.
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Estimated 2018 effective book tax rate, as adjusted, is approximately 22 to 23
percent based on tax guidance issued to date; cash tax rate to be in the high-

single digit percent range

1Tax provision, as adjusted, excludes a $6.7 million net charge and a $0.6 million net benefit for special tax items for Q1
2018 and 2017 periods, respectively.
2 The Company recorded $1.3 million and $5.0 million of net excess tax benefits related to share-based compensation
activity for Q1 2018 and 2017 periods, respectively.

Q1
2018 2017

Effective tax rate - GAAP 27.0% 24.6%
Effective tax rate, as adjusted (1) (2) 20.9% 25.2%

Brunswick Corporation - Earnings Release
Tax Provision

Our first quarter book tax rate, as adjusted, was 20.9 percent. This includes net tax benefits
resulting from share-based compensation activity of $1.3 million.  This rate is lower than the
previous year due mostly to the impact of tax reform, and came in lower than anticipated due mostly
to further clarification of the new tax laws.  Our updated estimated effective book tax rate for the full-
year, as adjusted, is approximately 22 to 23 percent, which is based on tax guidance to date and is
also subject to change as additional interpretations of the new tax law become known.

Our estimated cash tax rate for 2018 is expected to be in the high-single digit percent range
reflecting the favorable impact of a tax refund, along with deductions on capital expenditures and
pension contributions.
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Free cash flow improved versus 2017 

Year Ended
($'s in millions) 2018 2017

Net cash used for operating activities $ (43.1) $ (66.3)

Net cash provided by (used for):
Capital expenditures (34.5) (56.6)
Proceeds from sale of property, plant and equipment 0.1 7.6
Effect of exchange rate changes 4.3 3.0

Total free cash flow $ (73.2) $ (112.3)

Brunswick Corporation - Earnings Release
Free Cash Flow - Continuing Operations

Turning to a review of our cash flow statement, cash used for operating activities was $43 million,
which improved by $23 million versus the prior year.  This improvement includes the absence of a
pension contribution in the quarter, the previously mentioned tax refund, and improved operating
performance. which more than offset higher working capital growth.

Capital spending was $35 million for the quarter, which included investments in new products as
well as capacity expansion initiatives mostly in our Marine segments. 

Free cash flow for the first quarter was an outflow of $73 million, down $39 million versus 2017.  Our
business units continue to remain focused on generating strong free cash flow, which will allow us to
continue to fund future investments in growth, including acquisitions, and successfully implement
our capital strategy.
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Brunswick Corporation - Earnings Release
2018 Outlook - P&L

Let me conclude with comments on certain items that will impact our P&L and cash flow for 2018.

Aside from the change in tax rates which I discussed earlier, the 2018 estimates on these items are
not materially different from our estimates from our last earnings call.  Our current plan reflects
diluted shares outstanding of between 88.0 and 88.5 million for the full year, which includes the
planned share repurchase activity in 2018 which I will discuss further on the next slide.

2018 Estimate Change from Prior
Conference Call

Depreciation and amortization ~$105 - $115 million Slightly Higher

Pension expense ~$8 million No Change

Net interest expense ~$25 million No Change

Combined equity earnings and other
income ~$5 - $10 million Slightly Lower

Effective book tax rate1 22.0 - 23.0 percent Lower

Average diluted shares outstanding 88.0 - 88.5 million Slightly Lower

1As adjusted to exclude net charges for special tax items. 
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Brunswick Corporation - Earnings Release
2018 Outlook: Cash Flow Assumptions

We continue to project free cash flow in 2018 to be greater than $275 million, which excludes costs
related to the planned Fitness separation, as we will be treating that spending as ex-items
consistent with our earnings metrics.  Orr plan includes pension contributions of between $70 and
$75 million, consistent with our de-risking plan.  However, we may accelerate contributions into 2018
as we can lower our after-tax cost of funding the plan by making contributions before September.
Under this scenario, our contributions could reach $130 to $150 million in 2018.

We continue to execute against our share repurchase program, with repurchases of $35 million
completed in the first quarter.  With $100 million of planned share repurchases in 2018, we continue
to view share repurchases as an attractive use of capital and will balance additional repurchases
against other investment opportunities.  

2018 Estimate Change from Prior
Conference Call Estimate

Free cash flow Exceeding $275 million No Change

Capital expenditures ~$215 - $225 million No Change

Working capital usage ~$20 - $40 million No Change

Pension cash contributions ~$70 - $75 million No Change

Cash taxes High-single digit
percentage No Change

Share repurchases ~$100 million No Change

Quarterly dividends $0.19 per share No Change
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Mark Schwabero – Chairman and Chief Executive Officer

Bill Metzger – Chief Financial Officer

Brunswick Corporation - Earnings Release

I will now turn the call back to Mark to continue our outlook comments.
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• Revenue growth of 6 percent to 7 percent
• Improvements in gross margins and operating margins
• Operating expenses, as a percentage of sales, to be consistent with

2017 levels
• Operating leverage

– Marine businesses - high-teens percentage
– Consolidated - low-to-mid-teens percentage

• 2018 diluted EPS, as adjusted, narrowed to $4.50 - $4.65

2018 Financial Targets

Outlook for Brunswick - Full-Year 2018 

Thanks, Bill.  Our outlook for 2018 remains generally consistent with our recently provided three-year strategic plan and reflects

another year of outstanding revenue and earnings growth, with excellent cash flow generation.

We expect our marine businesses' top-line performance to benefit from the continuation of solid global market growth, along with the

success of new products.  In the Fitness segment, we expect to benefit from recently introduced new products, particularly in the

second half of the year, although we have lowered our expectations slightly which I will address in a moment.  We are raising the

lower end of our revenue guidance for 2018 and now expect revenue growth of 6 percent to 7 percent, absent any significant changes

in global macro-economic conditions.

For the full-year, we anticipate improvement in both gross and operating margins in our marine businesses, as we plan to continue to

benefit from new products, volume leverage, cost reductions related to efficiency programs, and changes in foreign exchange rates,

while continuing to invest in growth-related initiatives.  In the Fitness business, we are projecting margins to decline, but year-over-

year comparisons to stabilize as we move towards the end of the year as the margin pressures discussed earlier moderate, including

assistance from the positive effects of recent new product launches and cost-management actions.  

Our plan assumes that inflation factors are mostly offset by price; however, the impact of trade policy changes could possibly create

some additional pressure moving forward, which our businesses would address accordingly.  Operating expenses are estimated to

increase in 2018 as we continue to fund incremental investments to support growth; however, on a percentage of sales basis, we

expect them to be consistent with 2017 levels.

We are also narrowing the range for our full-year expectations of diluted EPS, as adjusted, to $4.50 to $4.65, which takes into

account benefits from a lower federal tax rate, continued successful marine business performance, potential inflationary pressures,

and additional revenue and margin risk in the Fitness business for the remainder of the year.
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• Revenue growth at the top end of the annual guidance range
• Higher spending levels on new product introductions and

product development
• Adjusted EPS for Q2 2018 increases by mid-teens percent

over Q2 2017

Q2 2018 Financial Targets

Outlook for Brunswick - Second Quarter 2018 

Looking at the second quarter, we anticipate revenue growth to be at the top of the annual guidance range. We are
also planning for higher spending levels on new product introductions and product development in the quarter and
anticipate adjusted EPS for the second quarter to increase by mid-teens percent over second quarter 2017 EPS.
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2018 Financial Targets

• Revenue growth in the high-single digits
• Solid improvement in operating margins 

Marine Engine Segment
Strong Revenue Growth with Solid Margin Improvement

Turning to our segments, our 2018 forecast includes ongoing revenue and operating earnings
growth in our Marine Engine segment.  Specifically, supported by continued strong demand, we are
increasing our revenue growth target for the year to the high-single digit percent range, with solid
improvement in operating margins.

Our Engine segment is expected to continue to deliver sales growth that exceeds the market.  We
have the freshest lineup of outboard engines in the industry, with 2018 adding to that momentum,
and by the end of the year 2018 on a run-rate basis, more than 80 percent of our outboard revenue
will come from product introduced since 2012. 

Also in the quarter, we launched Nautic-on, which provides a connected boat system that enables
you to stay connected to your boat from anywhere in the world, while also allowing your boat to
easily relay boat system diagnostic information to your service provider and promptly get the help
you need, fast.  

Importantly, we are also enhancing and expanding our manufacturing and distribution capability to
drive future growth, while continuing to invest in research and development and capacity expansions
and modernizations where necessary to support the achievement of our growth aspirations.  This
achievement will only be possible with an energized workforce, which Mercury secured in the
quarter by extending the agreement with its labor union in Fond du Lac, Wisconsin through 2023,
allowing Mercury to be the employer of choice in the area and continue its goal of attracting and
retaining the best talent.

Our Marine Engine segment continues to strengthen its competitive position in many facets, led by
product leadership, with 2018 shaping up to be a momentous year for this business.
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Boat Group Segment
Strong Revenue Growth with Margin Improvement

2018 Financial Targets

• Revenue growth in the high-single digits
• Modest increase in operating margins

Moving to the boat segment, we are targeting annual revenue growth for 2018 in the high-single
digit percent range, led by continued strength in the fiberglass and aluminum freshwater markets,
including strong demand in the pontoon business.  We anticipate that operating margins will improve
modestly for the full year.

Our boat group remains a market leader in recreational boating with many of the industry's most
recognizable brands, led by Boston Whaler and Lund.  Our portfolio of companies continue to
compete and be market leaders in the widest number of boating segments, are sold through the
strongest distribution channel, and win with product leadership resulting from continuous investment
in growth.  Our boat business provides an excellent return on invested capital, and we continue to
invest in these businesses including, for example, increasing capacity at Boston Whaler to expand
our ability to produce larger boats which complement the strong and expanding Mercury outboard
engine platform I just discussed.
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Fitness Segment
Modest Revenue Growth with Stabilizing Margins

2018 Financial Targets

• Revenue growth in the low-single digits
• Operating margins decline but year-over-year

comparisons stabilize towards the end of 2018

In our Fitness segment, our plan projects revenue to grow in the low-single digit percent range over
2017 levels and we expect operating margins to remain under pressure, while stabilizing towards
the end of 2018 as I just discussed.

There is an element of uncertainty as it relates to our relationship with Planet Fitness.  We have
provided an aggressive response to the Planet Fitness RFP and believe we are the leading partner
to support Planet Fitness's goals for growth, technology development, and improved club operator
and user experiences.  We continue to have strong relationships within Planet Fitness and feel that
we are best positioned to satisfy their equipment needs.  However, we have incorporated a more
conservative view of second half sales into our plan based on whether Planet Fitness offers broader
equipment choices to its franchisees.

As discussed earlier, the second quarter marks the completion of the roll-out of the updated Life
Fitness and Cybex cardio products, complete with a wide variety of console options, including the
launch of the high-end SE3HD console that is compatible with the new Life Fitness Integrity cardio
lineup.  We believe that these new products, which also will enable the continued uptake of our
digital solutions offerings, will benefit sales and margins in the back half of 2018.

We remain encouraged by the overall trends in the global fitness marketplace and the progress
we're making to take advantage of the growth opportunities in newer segments such as boutiques
and group fitness.  Evidencing this progress is a recently completed three-year agreement with
Orange Theory to equip their international locations with specialized equipment and a unique user
interface to motivate and connect members.  We believe that we are well-positioned to leverage
these trends and will position our equipment and digital solutions to help fuel growth.

Overall, the Fitness business continues to position itself to succeed in the changing commercial
fitness market.



Brunswick Earnings Conference Call Q1, 2018 

In closing, we believe that 2018 will result in another year of strong revenue and earnings performance, along with
excellent cash flow generation.  Led by our strategic pillars of product innovation, being the best partner, and
operating excellence, we remain well positioned to execute against our plans and take advantage of market
opportunities in the marine and fitness businesses.

We are also making progress on our two portfolio actions. The sales process for Sea Ray is advancing as planned
and our goal remains to complete the divestiture in the first half of this year.  In March, we announced our intention
to separate the fitness business into a separate publicly-traded entity.  The work on this planned separation is
underway but still early in the process.  We now expect to file the initial Form 10 registration statement in the third
quarter of this year and remain on track for completion by the end of the first quarter of 2019.  We will have more
information on the separation process on the second quarter call. 

I am excited about our businesses moving forward and I am confident that our management team and our 15,000
dedicated Brunswick colleagues are committed to delivering and executing our growth strategy in 2018 and
beyond in a continued effort to deliver value to our shareholders.  

With that, we would be happy to take your questions.



Appendix
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Earnings Per Share
Three Months Ended

March 31, April 1,
2018 2017

Diluted EPS from continuing operations $ 0.91 $ 0.81
Restructuring, exit, integration and impairment charges 0.01 0.07
Separation costs 0.01 —
Special tax items 0.08 (0.00)
Diluted EPS from continuing operations, as adjusted $ 1.01 $ 0.88

Brunswick Corporation – Earnings Release
Q1 Diluted EPS, as adjusted, increased 15% 
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