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Digital Skills

Supply-chain managers in manufacturing industries have progressed with unique skills, while the sector is

deploying the latest advanced technologies such as the Internet-of-things, new software, and various smart

controls and switches. However, a mere two percent of total employees involved in material handling and

logistics  are  people  under  the  age  of  30.  Because  many  skilled  professionals  from the  Baby Boomer

generation are headed to retire, more young people need to join the supply chain businesses and develop

managerial skills.

In  fact,  technologies  in  the  consumer  areas  were  first  born  on the  manufacturing  level,  but  then  were

conceding to consumer segments, to various programs like customer research management (CRM) and point

of sale (PoS) which mirror tools like Alphabet Inc’s (GOOG) Analytics 360 or  Big Query, and Microsoft

Corp’s  (MSFT)  cloud  storage  service  Azure. Meanwhile,  electronic  home  appliances  have  long  been

upgraded  with  improved  functions  of  vacuum  devices,  time-automated  cookers,  ceramic  hot-plate,  or

combined driers and refrigerators. 

On the e-commerce market via integrated tools data is built in meaningful clusters, allowing business reps

and customers who use multiple devices to make online transmitting decisions. Engineers with wholesale

and retail companies can focus on prognosis data having been able to analyze profit and coupons activity

across channels, devices, and systems – designed to optimize marketing decisions. Enterprise promoters are

ever more experienced, catering to customer habits online and offline.

In manufacturing there have been bumps and scants along the way to digital transformations aimed to match

data and equipment, and so improve heavy-duty productivity. About 30% of machinery installed in Italian

enterprises is over 20 years old. Factory output in Japan jumped 3.7% in February since January despite

lower exports, subdued inflation and expected reversion of activity.

“Results  from new orders  achieved in  2015 are satisfactory and foster  a  positive outlook for the early

months of 2016,” according to an Italian official group of designers and manufacturers of machine tools.

”Foreign  orders  rose  +6.7% and domestic  orders  were up +18.1% for  the  year,”  with only a  marginal

slowdown in the fourth quarter.

According to the Institute of Supply Management, a young manager at Fluke Electronics, subsidiary of

Danaher Corp (DHR), is honored this year for having accomplished acquisitions via standardized production

templates. The company provides biomedical equipment and understands the supply-chain process.

General Electric

General Electric  Co (GE) is developing software operations in each of its business lines with the goal of

building a $15 billion franchise during the mandate with the present chief executive officer. The goal is to

create  “a digital  industrial  company” and bet  on modernized energy markets.  By the end of  2016, GE

software will be used to monitor about 200,000 pieces of heavy-duty machinery.

The tech giant  departed from its  capital  lending and appliances  branches,  while  acquiring Alstom SA’s

(ALO:FR)  power  generation  operations.  Alstom was  involved  in  (1)  railway  solutions  and  (2)  power

generation and emission pollutants.



GE will complete the acquisition of Cruise Automation Inc, a software company based in San Francisco, in

the second quarter this year. The companies’ combined vehicles know-how is expected to perfect the Chevy

EN-V 2.0 concept care that is flagging electric congestion and self-driving; the car is expected to hit the

streets of Beijing by 2020. Meanwhile, Cruise’s semi-autonomous super system will debut on the Cadillac

CT6 sedan next year. That system is different and will remain on track for sale in 2017. 

Safety

The  U.S.  government  has  been  advancing  efforts  to  protect  American  manufacturing  from  filching

intellectual  and  know-how property.  “It  could  be  physical,  it  could  be  malware,  connectivity,  internal,

external – and you can’t assume that your IT systems are simply going to protect that environment for you,”

a manager at Rockwell Automation Inc (ROK) said.

Security  needs  to  be  embedded  in  the  business,  services  or  production  networks,  across  the  entire

infrastructure and software at the architectural level. A potential cyber attack may take 205 days on average

to get detected. In view of such hacker threats, wary relations are established with competitors and third-

party vendors.

Software services related to system protection are outsourced often when not built within larger companies

like jet and defense conglomerates Boeing Co (BA), General Dynamics Corp (GE), and Lockheed Martin

Corp (LMT). 

At Boeing, chief technology officer John Tracy retired and his position as senior vice president of airplane

programs will not be renewed. Four other executives will take responsibility of the company’s cost-cutting

production programs. Boeing plans to trim production of its 747 aircrafts starting in September.

General Dynamics recently reported cost cuts and the benefits of share buybacks. Aircraft sales in India

remain  strong,  just  as  reliance  on  the  U.S.  government  defense  budget.  The  company  increased  its

shareholder dividend by 10% to $3.04 per share, after fiscal 2015 revenue jumped 2% on-year to $31.5

billion. Earnings per share rose 16% from continuing operations.

Lockheed is preparing to spin off its information technology unit to Leidos Holdings Inc (LDOS) based in

Virginia.  The  company is  now developing  the  largest  U.S.  military helicopter,  a  version  to  ferry U.S.

presidents. Lockheed acquired last year Sikorsky Aircraft Corp “for the long haul” having paid $9 billion.

Slower demand for helicopters is offset by new military orders in Germany, Poland, and Saudi Arabia.

According to Cisco Systems Inc (CSCO), an estimated 50 billion devices will be Internet-connected by

2020. Therefore network protection methods are very important. Cisco’s identity services engine 3395, first

formed to create contextual identity to access system configuration, can support up to 10,000 endpoints. Its

other key regiment is StealthWatch that can use network as sensor, and then enforcer.

End-points

Japan’s Yaskawa Electric Corp (6506:JP) makes sure that weak links among machines are eliminated within

distributed  motion  networks  that  aim to  maximize  operational  efficiency.  The  general  machine  control

topology can  improve the  speed of  unexpected  repairs  by automatically  configuring  replacement  servo

amplifiers. 



“Manufacturers of original equipment and end users both realize the resource optimization benefits from

reduced commissioning times achievable with the digital, distributed motion network,” Yaskawa wrote on its

Drives and Motion Division webpage.

Yaskawa America Inc makes industrial alternative drives, motion controllers, and switches. The products are

used in shearing press, synch-belt,  compressor, conveyor, cooling tower fan, decanter centrifuge, engine

dynamometer, grinder, injection molding, lathe, and pump.

Few more companies designing industrial automation tools, covered by U.S. banking researchers, are ABB

Ltd (ABB), Japan’s Fanuc Ltd (FANUF), Intuitive Surgical Inc (ISRG), Mitsubishi Electric Corp (6503:JP),

Nabtesco Corp (6268:JP), Omron Corp (6645:JP), and Rockwell Automation Corp (ROK), and Shenzhen

Inovance Technology Co Ltd (300124:CH).

Artificial intelligence found solid entry points for investors to take advantage of the heavy lifting themes in

computer science: aerospace and defense, agriculture, autos and transport, chemicals, converting, financials,

food and beverage,  health  care,  material  handling,  metal  products,  mining,  packaging,  pharmaceuticals,

plastics and rubber, services, textile industries, and other areas.

International sales of robots topped $10.7 billion in 2014 with China, the U.S., Japan, Korea and Germany

accounting for 70% of the market. In a span of twelve months, Alphabet bought nine robotics companies

while Uber Technologies Inc hired 40 researchers from Carnegie Mellon University to develop auto-driving

technology.

Artificial  intelligence is  already an integral  part  of technology with companies like Apple Inc (AAPL),

Facebook  Inc  (FB),  International  Business  Machines  Corp  (IBM),  Intel  Corp  (INTC),  LinkedIn  Corp

(LNKD), Yahoo Inc (YHOO), and Twitter Inc (TWTR).

Coalition

A coalition of several industry members received funding from the Department of Energy (http://energy.gov)

in 2013 to intensify data-modeling and simulation within fully equipped plants. Those included Emerson

Electric  Co  (EMR),  General  Dynamics,  General  Mills  Inc  (GIS),  Honeywell  International  Inc  (HON),

University of California at Los Angelis, University of Texas at Austin, other universities, federal agencies

and government laboratories.

Thanks to the smart-manufacturing approaches operators are able to make real-time use of “big data” flows

on the factories’ digital  production  systems and so improve safety response,  environmental  and energy

impact, water and material use. The passively tested technologies can then be integrated into supply chains.

At General Dynamics heat-treating furnaces were optimized as well as hydrogen-processing via its steam-

methane-reforming furnaces. The common belief among the coalition members is that energy intensity can

be cut “by more than half” in the next twenty years. 

To avoid outsourcing overseas, U.S.-based companies develop business-to-business cloud-hosting services

with help from graduate faculties at leading universities. Together they take the vow about digital industry

drives, open-point architecture, symmetric workflows and operating design.

Honda Motor Co Ltd (HMC) and General Motors Co (GM) allied developing hydrogen fuel cells back in

2013, now on the road to manufacture battery-electric and plug-in hybrid “stacks” sufficient over the next

decade.



Company name Ticker symbol Market cap* Share price*
Acuity Brands Inc AYI $9.83 billion $224.62
Automatic Data Processing Inc ADP $40.64 billion $88.84
Check Point Software Technologies Ltd CHKP $14.93 billion $82.54
Companhia Energética de Minas Gerais SA CIG $2.63 billion $2.09
Cree Inc CREE $2.98 billion $29.67
Dealertrack Technologies Inc TRAK $3.50 billion $63.16
Echelon Corp ELON $25.44 million $5.76
Edgewater Wireless Systems Inc YFI:CN C$29.25 million C$0.23
Energy Select Sector SPDR ETF XLE n/a $63.76
FireEye Inc FEYE $2.88 billion $17.96
IEC Electronics Corp IEC $45.60 million $4.48
Insperity Inc NSP $1.10 billion $51.52
Juniper Networks Inc JNPR $10.07 billion $26.33
Koninklijke Philips NV PHG $25.49 billion $27.79
Lantronix Inc LTRX $15.07 million $0.99
Micron Technology Inc MU $11.28 billion $10.87
Palo Alto Networks Inc PANW $13.20 billion $153.69
Paychex Inc PAYX $19.57 billion $54.23
SPDR S&P 500 ETF SPY n/a $204.63
NICE Systems Ltd NICE $676.0 million $7.67
Technology Select Sector SPDR ETF XLK n/a $43.74
TriNet Group Inc TNET $901.88 million $12.88
Verint Systems Inc VRNT $2.17 billion $34.85

*Data through March 17, 2016

Bottom line for investors: Advances in computer technologies have accelerated human potential, both in

supply-chain manufacturing and software solutions. Companies like Oracle Corp (ORCL) are set to benefit

from the expansion of Internet-of-things where customers like Amazon.com Inc (AMZN) concurrently use

cloud-based advertising and content services. The abundance of hardware gadgets, such as T-Mobile U.S.

Inc‘s (TMUS) latest LG G5 camera and battery bundle, is giving consumers ever more prolific choices. The

digital aviation services are advancing as well. 

Cyber security sales were last seen wrapping out $77 billion in 2015, heading to more profits in future.

According to Gartner Inc (IT), worldwide spending on information security will reach $75.4 billion in 2015,

an increase of 4.7% over 2014. Demand for identity and access management is strong, just as government

initiatives are reliable. And while end-point protection is already well developed, more spending is required

in high-profile data breaches. By 2018, 85% of new deals for network server-boxes functionality will be

packaged with templates firewall and content security gradation.

The most discussed prospect across manufacturing and support industries is renewable energy as part of the

global climate and development targets. Renewable sources raked in $329.3 billion of investment last year,

and the next phase will require more focus on transport, heating and cooling. The biggest U.S. solar markets

are in California and New York, both expected to grow in value. The country comes in second after China in

solar  production,  as  the  U.S.  outlook  for  2016  was  lowered  due  to  the  “overbuilt”  that  occurred  in

anticipation of the federal investment tax credit. Developers and engineers had already factored capacities

into their business plans for 2016, prior to the five-year extension received at the end of 2015.



In terms of venture capital, Silver Oak Services Partners LLC, a private equity firm, wrapped a third round

of $335 million in funding. Services Partners Fund III LP will seek control-oriented investments in the

business services, healthcare and consumer services sectors.

Handshake Corp, a provider of business-to-business commerce services, raised $14 million via advisor Sozo

Ventures LLC. The company has raised a total of $23.5 million to date, now headed to compete with larger

peers like Magento, which eBay Inc (EBAY) recently sold to a group of private equity firms, and German e-

commerce software provider Hybris, a subsidiary of SAP AG (SAP).

Recent M&A

Among merger  deals,  International  Business  Machines  Corp  (IBM) acquired  England-based Optevia,  a

private provider of software-as-a-service (SaaS) integration systems.  

Airbus Group SE (AIR:FP) based in France agreed to sell its defense-electronics business to KKR & Co LP

(KKR) for €1.1 billion ($1.24 billion) to reorganize its military and space operations. The business, which

makes radars and electronic sensors, has annual sales of around 1 billion euro. KKR will extend its reach

into aviation, following another investment of $100 million in 2014 in helicopter lease operations. 

Addtech Power Solutions AB (STO:ADDT-B), a Sweden-based industrial components provider, acquired

75% of Poryan China Co Ltd, a supplier of component solutions and subsystems in circuit protection.

Analog Devices Inc (ADI) acquired SNAP Sensor SA, a private developer of vision sensing technologies

based in Switzerland.

Origin Technologies Corp LLC and Thermo Fisher Scientific Inc (TMO) both offered to acquire Affymetrix

Inc (AFFX), a maker of life sciences products and clinical diagnostic applications. Origin won the deal for

$16.10 per share in cash or $1.5 billion.

Origin also has the option of combining with privately held Centrillion Technology Holdings Corp, a Palo

Alto-based genomic technologies  company founded in 2009. Both compete in  a  $46 billion worldwide

genomics market opportunity covering clinical lab,  academic research,  agriculture and environment  and

precision medicine.

WeWork of New York, the technology start-up supporter valued around $10 billion as of September 2015,

acquired Welkio, a digital system for registering office visitors.

Caisse de dépôt et placement du Québec and Fonds de solidarité FTQ acquired a minority stake in Triotech,

a provider of interactive media-based simulators based in Canada and China. The stake will be purchased for

$80 million.

Arsenal  Capital  Partners  LP of  New York,  with  $2.5  billion  in  committed  capital  under  management,

acquired railroad services provider Union Pacific Corp headquartered in Nebraska. Union Pacific posted

revenue of $52.08 million in the fourth quarter, down from $61.53 million a year ago. Net earnings fell

$11.17 million from $14.31 million. The stock lost a third of its value since early 2015 as a result of fewer

commodity-shipping orders.


