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Company ILLINOIS TOOL WORKS INC. Date 01/20/06
Prepared by MG Data taken from NAIC Data
Where traded NYSE Major product/service Industrial
CAPITALIZATION --- Outstanding Amounts Reference

Preferred ($M) 0.0 | % Insiders |% Institution
Common(M Shares) 280.5 28.0 82.0

Debt($M) 1,344.1 | %10 Tot.Cap, ‘ 15.5

% Potential Dil. None

good investment judgment
1 VISUAL ANALYSIS of Sales, Earnings and Price I
FY 2005 Q3 (Ended 9/30/2005)
RECENT QUARTERLY FIGURES
EARNINGS
SALES PER SHARE
(€&)) )
Latest Quarter 3,257.6 1.43
— Year Ago Quarter 2,967.2 1.09
Percentage Change 9.8% 31.2%
| SeeChapters 8, 9, and 10 of the NAIC Official Guide for complete instructions.
Use this Guide as working section of NAIC Stock Selection Guide & Report.
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1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
(1) Historical Sales Growth 12.0 % (3) Historical Earnings Per Share Growth 8.9 %
(2) Estimated Future Sales Growth 11.0 % (4) Estimated Future Earnings Per Share Growth 11.0 %
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2 EVALUATING MANAGEMENT Company VLLINOIS TOOL WORKS INC. amw 01/20/06
LAST 5 TREND
1995 | 1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 YEAR AVG. e SoWN
A (oo tmen e | 15.0 [ 16.4|17.7 | 18.8 | 15.4 [ | 13.2 | 15.2 | 15.7 | 17.1 15.3 uP
B :/;;aj”gjoi”vifu“g 20.2 | 20.3|20.7 | 20.0 | 18.7 | 18.6 | 13.2 | 14.0 | 13.2 | 16.9 15.2 upP
3 PRICE-EARNINGS HISTORY as an indicator of the future
This shows how stock prices have fluctuated with earnings and dividends. Itis a building block for translating earnings into future stock prices.
PRESENT PRICE 86.460  HGH THIS YEAR 94.640  Low THIS YEAR 78.500
C D E F G H
Year PRICE Earnings Price Earnings Ratio Dividend % Payout % High Yield
per HIGH LOW per - -
HIGH LOW Share AsC BiC Share F+C X 100 F +B X 100
1 2000 69.0 49.5 3.33 20.7 14.9 0.760 22.8 1.5
2 2001 72.0 49.2 2.62 27.5 18.8 0.840 32.1 1.7
3 2002 77.8 55.0 3.04 25.6 18.1 0.900 29.6 1.6
4 2003 84.7 54.6 3.37 25.1 16.2 0.940 27.9 1.7
5 2004 96.7 72.9 4.42 21.9 16.5 1.040 23.5 1.4
6| TOTAL 281.2 120.8 84.5 135.9
7| AVERAGE 56.2 24.2 16.9 27.2
8| AVERAGE PRICE EARNINGS RATIO 20.6 ‘ 9 ‘ CURRENT PRICE EARNINGS RATIO 17.3
Zl Proj. P/E [15.55] Based on Next 4 qtr. EPS [5.56] Current P/E Based on Last 4 qtr. EPS [5.01]
EVALUATING RISK and REWARD over the next 5 years PEG=157
Assuming one recession and one business boom every 5 years, calculations are made of how high and how low the stock might sell. The upside-downside ratio is the key to evaluating risk and reward.
A HIGH PRICE -- NEXT 5 YEARS
Avg. High P/E 22.0 X Estimate High Earnings/Share 8.44 = Forecast High Price $ 185.7
(3D7 as adj.) (4A1)
B LOW PRICE -- NEXT 5 YEARS
(a) Avg. Low P/E M 16.0 X Estimated Low Earnings/Share M 5.01 =3 80.2
(3E7 as adj.)
(b) Avg. Low Price of Last5 Years = : 56.2
(3B7)
(c) Recent Severe Market Low Price = 54.6
(d) Price Dividend Will Support Present Divd. = 1.320 = 76.7
_ _ High Yield () 0.017
Selected Estimate Low Price =$ 75.0
(4B1)
C ZONING
185.7 High Forecast Price Minus 75.0 Low Forecast Price Equals 110.7 Range. 1/3 of Range = 27.7
(4A1) (4B1) ©) (4CD)
(4cz) Lower1/3=  (@B1) 75.0 to 102.7 (Buy) Note: Ranges changed to 25%/50%/25%
(ac3) Middle 1/3 = 102.7 to 158.0 (Maybe)
(aca) Upper 1/3 = 158.0 to 185.7 (4A1)  (Sell)
Present Market Price of 86.460 isin the Buy Range
(4cs)
D UP-SIDE DOWN-SIDE RATIO (Potential Gain vs. Risk of Loss)
High Price a1 ~ 185.7 Minus Present Price 86.460
- 99.2 - 8.7 To1
Present Price 86.460 Minus Low Price ~ (4B1) 75.0 11.5 (4D)
E PRICE TARGET (Note: This shows the potential market price appreciation over the next five years in simple interest terms.)
High Price  (4A1) 185.7
=( 2.148 ) X100= ( 214.8 ) -100 = 114.8 % Appreciation
Present Market Price 86.460 (48)

Relative Value: 84.0%

This combines price appreciation with dividend yield to get an estimate of total return. It provides a standard for comparing income and growth stocks.

5-YEAR POTENTIAL

Proj. Relative Value: 75.5%

Note: Results are expressed as a simple rate; use the table below to convert to a compound rate.

A Present Full Year's Dividend $ 1.320
- _ 0.015 _ 1.5 . .
Present Price of Stock $ 86.460 = _w-F-~ @ X100= - Present Yield or % Returned on Purchase Price
B AVERAGE YIELD OVER NEXT 5 YEARS
Avg. Earnings Per Share Next 5 Years 6.85 X Avg. % Payout  (357) 27.2 = 186.3 - 2.2
5B
Present Price $ 86.460 (58)
C ESTIMATED AVERAGE ANNUAL RETURN OVER NEXT FIVE YEARS P_A.R Tot
5 Year Appreciation Potential (4E) - Average vield - i 4-10/ -
23.0 o Yie - 4%
Average ield @B T, 0 Annual Appreciation  13.2%
- % -
Average Total Annual Return Over the Next 5 Years 0) W % Compd Ann Rate of Ret 14 6%

%

© 1996. National Association of Investors Corporation; 711 West Thirteen Mile Road, Madison Hgts., Michigan 48071
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RELATIVE
PIERATIO

84.7
54.6

DIVD
YLD

94.6
78.5

RECENT
PRICE

43.6| 60.1
259| 374

0.90

96.7
72.9

0 -

Target Price Range
2008 | 2009 |2010

320

PIE Trailing: 18.1
RATIO 16.7(Median: 20
82.0| 69.0| 72.0| 77.8
58.0| 495| 49.2| 550

90.20

73.2
45.2

ILL. TOOL WORKS wyse.mw

; High: 22.8
TIMELINESS 3 Resedoaos | High:| 228
SAFETY 1 Raised 2405

LEGENDS
—— 14.5 x "Cash Flow" p sh
TECHNICAL 3 Reised 11125005
BETA 1.05 (1.00 = Market)

32.8
19.9

200

160

120
100

80

- -+ Relative Price Strength
2f0r1 split  6/93
2008-10 PROJECTIONS
Ann'l Total

2-for-1 split  5/97
Options: Yes
haded area indicates recession
Return
16%
11%

Price  Gain
High 160 (+75%
Low 130 +45%
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Institutional Decision
1Q2005  2Q2005
to Buy 251 274
to Sell 359 330
Hld's(000) 232075 226155

1989 | 1990 | 1991
1011 | 1159 | 11.83
116| 130 133

THIS VL ARITH.
STOCK INDEX

50 104
3yr. 351 746
5yr. 671 8L1

© VALUE LINE PUB., INC.
Sales per sh

“Cash Flow" per sh
Earnings per sh A
Div'ds Decl'd per sh Ba
Cap’l Spending per sh
Book Value per sh ©
Common Shs Outst'g ©
Avg Ann’l PJE Ratio
Relative P/E Ratio

3Q2005 = 18

Percent
263 | shares
321 | traded .

219122 \

1992 | 1993
1253 | 1396
142 150

o 1yr.

iR |
2005
46.45
6.70
5.15
117
1.10
27.55
280.00

Bold fig
Value|

i ’minh
1996 | 1997
20.92
3.09

08-10
68.50
10.00

8.20
1.52
1.90
38.90
270.00
175
115

ph
I
1999
31.02
417
299
63
1
16.01
30083
239
136

Tt d

[ 1111id2
2000
3301
453
315
76
104
17.86
30245
186
121

———

LHITIH
1995

17.54

CX)

2004
40.14
5.79
439
1.00
97
26.10
292.23
20.0
1.06

2006
50.45
1.25
5.75
1.35
1.35
30.20
280.00

res are
Line

20.17

1.06

15%

1.4% 1.4%

1.3%

Q% | 1.3%

estimates

1.1% Avg Ann’l Div'd Yield 1.1%

mill.

Comm

LT Debt $965.5 mill.

CAPITAL STRUCTURE as of 9/30/05
Total Debt $1344.1 mill. Due in 5 Yrs $875 mill.
LT Interest $50.0 mill.

9333.2
20.4%

9983.6
21.0%

9292.8
19.3%

9467.7
19.4%

4152.2
19.5%

18500
21.0%

10036
19.6%

11731
20.5%

13000
20.5%

14125
20.5%

Sales ($mill)
Operating Margin

(12% of Cap’l)

Pension Assets-12/04 $1.49 hill.

386.3
802.4

305.8
931.8

151.9
387.6

3433
911.9

4134
958.0

306.6
1040.2

353.3
1339.6

390
1485

410
1620

455
2240

Depreciation ($mill) E
Net Profit ($mill)

(Total int. coverage and LT int. earned: over 25x)
Leases Uncapitalized: Annual Rentals $101.4

34.8%
8.6%

35.0%
9.8%

37.9%
9.3%

36.4%
9.8%

35.2%
9.6%

33.0%
12.1%

Income Tax Rate
Net Profit Margin

34.0%
10.4%

33.0%
11.4%

32.0%
11.4%

32.0%
11.5%

Oblig. $1.59 bill.

Pfd Stock None

on Stock 280,502,962 shs.

MARKET CAP: $25.0 billion (Large Cap)

1645.0
1267.1
6040.7

23116
1460.4
6649.1

681.6
615.6
1924.2

12275
1360.7
48154

15115
1549.0
5401.0

32943
920.4
78743

2471.2
921.1
7621.6

2600
950
7725

2850
900
8450

2850
750
10500

Working Cap’l ($mill)
Long-Term Debt ($mill)
Shr. Equity ($mill)

11.3%
13.3%

11.8%
14.0%

15.8%
20.1%

15.2%
18.9%

14.2%
17.7%

20.5%
21.5%

12.1%
13.2%

16.0%
17.6%

17.5%
19.0%

18.0%
19.0%

Return on Total Cap'l
Return on Shr. Equity

Other

Other

CURRENT POSITION
SMILL.

Cash Assets
Receivables
Inventory (LIFO)

Current Assets
Accts Payable
Debt Due

Current Liab.

2003

1684.5
1721.2
992.0
385.5

2004

667.4
2054.6
1281.2

319.0

9/30/05

16.4% 15.1% | 13.6% | 9.2% | 9.9%
19% 20% [ 23% | 31% | 29%

9.6% | 13.6% | 15.0% | 14.5% |Retained to Com Eq 17.5%
27% | 23% | 23% | 23% |All Div'ds to Net Prof 19%

351.3
2168.6
1229.7

303.2

4783.2
481.4
56.1
951.4

4322.2

1043.7

4052.8

BUSINESS: lllinois Tool Works Inc. manufactures components and
fasteners for automotive, construction, and general industrial ap-
plications; specialty products; machinery and related consumables
for automotive, construction, food and beverage, and general indus-
trial markets. Has approximately 650 operations in 45 countries.
Research & development, 1% of '04 sales; foreign sales 43.7% of

total. '04 depreciation rate: 7.2%. Has about 49,000 employees,
12,425 shareholders. All directors, nominees, and executive officers
own 13.4% of common stock; The Northern Trust Co. owns 15.0%
(5/05 Proxy). CEO and Pres.: David B. Speer. Chairman: W. James
Farrell. Inc.: Delaware. Addr.: 3600 West Lake Avenue, Glenview,
lllinois 60025. Telephone: 847-724-7500. Internet: www.itwinc.com.

1488.9

1851.0

Sales
“Cash

Divide

ANNUAL RATES  Past
of change (per sh)

Earnings

Book Value

10Yrs
9.5%
11.5%
13.5%
14.0% 12.0%
15.0% 12.5%

5Yrs.
7.0%
5.5%
6.0%

Flow”

nds

to
1

Past Est'd '02-'04

'08-'10
2.0%

13.0%

1

5.0%
8.5%
8.0%

Cal-
endar

QUARTERLY SALES (§ mill)

Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2002
2003
2004
2005
2006

2205 2435
2314 2564
2710 3002
3074 3296 3258
3375 3575 3550

2401
2531
2967

2427
2625
3052
3372
3625

9468
10036
11731
13000
14125

Cal-
endar

EARNINGS PER SHARE A

Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2002
2003
2004
2005
2006

.63
.65
93
1.06
1.20

.86
.92
1.16
1.29
1.40

19
87
1.09
1.43
1.50

74
93
121
1.37
1.65

3.02
3.37
439
5.15
5.75

Cal-
endar

QUARTERLY DIVIDENDS PAID B=
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2001
2002
2003
2004
2005

.20
22
23
24
.28

.20
22
23
24
.28

.20
22
23
24
.28

22
23
24
.28
.33

82
89
93
1.00

Illinois Tool Works is on track to
report a share-net advance of
15%-20% for 2005. Quarterly year-over-
year comparisons remained strong in the
September period, with the bottom line
rising 31% on a 10% increase in revenues.
This highly diversified manufacturer of
engineered components and industrial sys-
tems continues to benefit principally from
solid growth trends in its North American
markets, particularly in the areas of con-
struction and industrial products.

We Ilook for earnings growth to
maintain a double-digit pace next
year, as well. As it serves a broad array
of markets, the company’s performance
generally runs in tandem with that of the
industrial economy. In that regard, the
outlook remains positive. Through Novem-
ber, manufacturing production has now
been on the expansion path for 30 consecu-
tive months. Among ITW’s key end mar-
kets, housing demand has remained
strong, reflecting lending rates that are
still at historically attractive levels. This
generates business from both new con-
struction and renovation work. Next year

should also see a boost in sales, reflecting

rebuilding efforts in the wake of the hurri-
canes that hit the Gulf Coast and Texas.
Meanwhile, commercial construction still
appears to be in the nascent stages of a
recovery. Continued strength in these
areas, combined with acquisitions (see be-
low), should be the key drivers behind fur-
ther positive earnings momentum.

The acquisition pipeline continues to
improve. lllinois has picked up 18 compa-
nies in the year to date, representing a
run rate of about $532 million in added
revenues. Moreover, management has ex-
pressed confidence that it will hit its tar-
get range of $600 million to $800 million
for 2005. Specifically, the number and
quality of potential candidates have gotten
better than in the last couple of years,
with some 20 companies currently under
consideration, representing over $400 mil-
lion in revenues.

These good-quality shares may appeal
to more-conservative investors. The
stock gets high marks for Price Stability
and Growth Persistence, while offering
better-than-average appreciation potential
over the 3- to 5-year pull.

Mario Ferro December 23, 2005

(A) Primary earnings through 1996, diluted
thereafter. Excludes nonrecurring (loss): '99
(24¢). Next earnings report late January.
(B) Dividends historically paid in late Jan.,

© 2005, Value Line Publishing, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

April, July, and Oct. = Dividend reinvestment

plan

available.

(C) Includes intangibles. In '04: $3,193.1 mill.,
$10.93/sh

(D) In millions, adjusted for stock splits.
(E) Includes accelerated depreciation.

Company’s Financial Strength
Stock’s Price Stability

Price Growth Persistence
Earnings Predictability

To subscribe call 1-800-833-0046.




Trailing 4 quarters PERT Worksheet-A Graph

Company ILLINOIS TOOL WORKS INC. (ITW)
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