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Target Industry Overviews
Overview
We have provided target industry overviews below for the industry targets. Each overview contains the following information:
 Industry description
 Recommended NAICS codes
 Representative companies
 Industry vitals (revenue, profit, growth, etc.)
 Key external drivers
 Key success factors
 Prospect counts
 Industry outlook
The industry description, recommended NAICS codes and representative companies are provided in order to aid GADC in the
identification of companies within the target industries. While NAICS targeting is not always exact, the industry descriptions and
representative companies can assist GADC in the identification of the right companies. The industry vitals, key external driver, key
success factors and industry outlook come from IBISWorld. The industry vitals include key numbers and ratios for each industry and
are provided at the 5-digit NAICS level Information includes: Revenue; Profit; Past 5-Years Growth; Project 5-Years Growth; Revenue
per Employee; Wages as a % of Revenue; Average Employment per Establishment; and Average Wages. Key external drivers are the
top outside forces that impact industry performance. Key success factors are the top traits that companies within each industry
require in order to be competitive and successful. The industry outlook provides an overview of forecasts and trends for the
upcoming 5 years. All of the information is presented to help inform GADC about each of its target industries so that it can be aware
of changing market conditions that may impact future targeting.
Since many of GADC’s targets fall within manufacturing, it is important to be mindful of air emissions. Several of the manufacturing
subsectors may require special permitting as they expand and locate to Greenville County. The primary concern includes the
following manufacturing subsectors: Advanced Materials – particularly, chemicals and metal processing; Transportation Equipment
Manufacturing – particularly paint shops; and Biosciences – particularly, pharmaceutical manufacturing. As GADC markets to
companies within these sectors, it is important to be aware of this issue as it may impact a decision to expand to the County.
Applied Marketing

3|Page

Advanced Materials
Definition
Firms in this industry manufacture a variety of materials that are used in downstream manufacturing. These materials are in three
primary industries: textiles, plastics and metals. In fact, many of these materials are used as inputs into both the automotive and
aerospace industries, which are GADC industry targets.
Primary NAICS Codes
Textiles:
31310 – Textile mills
32522 – Synthetic fiber mfg
Plastics:
32615 – Urethane foam mfg
32619 – Plastic products mfg
Metals:
33111 – Iron & steel mfg
33131 – Aluminum mfg
33151 – Ferrous metal foundry products
33211 – Metal stamping & forging
33261 – Wire & spring mfg
33271 – Machine shop services
33272 – Screw, nut & bolt mfg
33299 – Miscellaneous metal fabrication
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Representative Companies
 Johnson Controls
 Carpenter Co.
 The Nucor Corporation
 Alcoa, Inc.
 Precision Castparts Corp.
Industry Vitals
NAICS

Description

Revenue
($bn)

Profit
($bn)

Annual
Growth
Past 5
Years
(%)

Annual
Growth
Next 5
Years
(%)

Revenue
per
Employee
($'000)

Wages
% of
Rev

Emp.
per
Estab

Avg.
Wage ($)

31310 Textile mills

42.6

6.2

-5.2

-1.3

212.1

15.0

23.8

31,740.7

8.8

0.5

2.6

-1.7

627.1

8.1

106.6

50,669.2

8.6

0.5

-4.1

3.2

334.6

13.4

39.8

44,772.3

90.1

4.1

-0.2

1.6

281.5

15.2

47

42,684.5

33111 Iron & steel mfg

119.8

10.2

-2.5

3.5

1,181.1

6.4

172.8

75,160.7

33131 Aluminum mfg

42.2

3.2

-0.1

2.0

640.5

8.0

105.0

51,202.5

33151 Ferrous metal foundry prdts

19.7

1.4

-1.1

2.7

288.7

17.6

88.0

50,866.7

33211 Metal stamping & forging

35.6

1.8

-1.2

3.7

357.5

14.6

40.1

52,248.6

Textiles
32522 Synthetic fiber mfg
Plastics
32615 Urethane foam mfg
32619 Misc plastics products mfg
Metals
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NAICS

Description

Revenue
($bn)

Profit
($bn)

Annual
Growth
Past 5
Years
(%)

Annual
Growth
Next 5
Years
(%)

Revenue
per
Employee
($'000)

Wages
% of
Rev

Emp.
per
Estab

Avg.
Wage ($)

33261 Wire & spring mfg

10.3

0.8

-1.2

3.9

269.7

15.4

29.0

41,569.0

33271 Machine shop services

35.7

2.4

-2.2

1.8

164.6

32.8

11.0

54,003.0

33272 Screw, nut & bolt mfg

26.5

1.5

-0.9

1.1

218.9

23.9

31.7

52,273.1

6.6

0.6

-4.3

3.5

303.2

16.7

119.2

50,594.9

33299 Miscellaneous metal fab

Key External Drivers for Textiles
 Import penetration into the manufacturing sector
 Import penetration into the manufacturing sector tracks the proportion of domestic demand captured by imported
goods. As textile manufacturing moves abroad to lower labor-cost countries, domestic textile mills will feel the
competitive pressure. As firms lower prices to remain relevant, they will also lose out on revenue and profit. This
driver is expected to increase slowly during 2012, posing a potential threat to the industry.
 Trade-weighted index
 Increases in the value of the US dollar make exports of fabrics more expensive in foreign countries. This factor can
have a negative effect on the industry, since a high dollar value makes US firms less competitive compared to foreign
firms. This driver is expected to increase during 2012.
 Per capita disposable income
 Increases in household disposable income can lead to higher downstream demand for the industry's products and
provide higher profit margins for participating firms. This driver is expected to increase slowly during 2012, creating a
potential opportunity for this industry.
 World price of cotton
 Increases in the price of raw cotton and other fibers can lead to higher costs for the mills that purchase fabrics for
further manufacturing. This driver is expected to decrease during 2012.
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Key External Drivers for Plastics
 Demand from car and automobile manufacturing
 The Car and Automobile Manufacturing industry is one of the largest markets for plastic product manufacturers. This
market uses plastic parts and components for the interior and exterior of motor vehicles as well as use in some
engine components. Demand from motor vehicle manufacturing is set to increase 2.2% in 2013.Federal funding for
defense
 Demand from electrical equipment manufacturing
 Electrical equipment manufacturers use various plastic parts as components in their manufacturing process. As the
economy recovers and consumer spending increases, demand for electrical equipment will increase as well. Demand
from electrical equipment manufacturing is expected to increase in 2013.
 Demand from tool and hardware wholesaling
 Tool and hardware wholesalers supply the construction industries with plastic bolts, nuts, rivets and other plastic
construction supplies. An increase in construction activity supports demand for these products. The housing market is
expected to grow in 2013, resulting in a growing demand for plastic products from tool and hardware wholesalers
during the year.
 Demand from construction
 The level of construction activity affects demand for industry products, which are used as building materials for
residential and commercial purposes. As the economy picks up, IBISWorld expects to see an increase in construction,
particularly with corporate renovations as companies remodel their buildings with energy-efficient materials. Demand
from construction is expected to increase in 2013, and the current resurgence of green building demand provides a
potential opportunity for the industry.
 Price of plastic materials and resin
 The level of construction activity affects demand for industry products, which are used as building materials for
residential and commercial purposes. As the economy picks up, IBISWorld expects to see an increase in construction,
particularly with corporate renovations as companies remodel their buildings with energy-efficient materials. Demand
from construction is expected to increase in 2013, and the current resurgence of green building demand provides a
potential opportunity for the industry.
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Key External Drivers for Metals – Iron, Steel and Aluminum
 Demand from primary metal manufacturing
 Domestic steel use is linked to business investment and demand for construction and automobiles. In turn, changes in
primary metal manufacturing activity mirror demand for these products. This driver is expected to increase strongly
over 2013, presenting a potential opportunity for the industry.
 Demand from car and automobile manufacturing
 Aluminum use in transportation manufacturing represents the largest market for the industry. As such, rising demand
for automobiles typically translates into positive aluminum demand. Furthermore, the increasing use of aluminum
and other lightweight materials is expected to favor industry manufacturers and grow this market's share of revenue.
Demand from car and automobile manufacturers is expected to increase during 2013.
 Industrial production index
 The industrial production index (IPI) measures the output from the mining, manufacturing, electric and gas industries.
Industrial production is closely tied to demand for steel because steel is used in a variety of industrial applications,
from automobile manufacturing to oil pipelines. This driver is expected to increase over 2013.
 World price of steal
 The price of steel moves in response to global demand and supply trends and those of its inputs (i.e. iron and carbon).
Producers pass on cost increases to customers through higher steel prices, resulting in greater returns. However,
weak demand and high input costs hurt industry performance. This driver is expected to increase over 2013.
 World price of aluminum
 The price of aluminum moves in response to global demand and supply trends. While increases in the price make
purchased raw aluminum more costly to refine, most contracts provide that the majority of additional costs are
passed on to customers; therefore, increases in price result in greater returns for manufacturers. The world price of
aluminum is expected to increase during 2013, representing a potential opportunity for the industry.
 External competition for the Iron & Steel Mfg Industry
 Substitute products, including cheaper or higher-quality metals and plastics, can drive demand away from iron and
steel. Substitute metals, such as aluminum, in some applications can also erode demand for steel. External
competition is expected to remain stable over 2013, but it remains a potential threat to the industry.
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Key External Drivers for Metals – Metal Fabrication
 Demand from car and automobile manufacturing
 Stamped and forged metal is a key input into motor vehicle production, as various forged components are used in
vehicle parts. As a result, the level of activity in the automotive manufacturing sector positively affects industry
demand. When demand for new automobiles increases, demand for industry products does as well. This driver is
expected to increase over 2013, representing a potential opportunity for the industry.
 Demand from commercial building construction
 A significant portion of this industry's revenue comes from the Commercial Building Construction industry, which
requires industry products like metal doors in new construction. Demand from commercial building construction is
expected to increase during 2013, representing a potential opportunity for the industry. Federal funding for Medicare
and Medicaid
 Housing starts
 New residential construction makes up a significant part of this industry's business. Therefore, an increase in housing
starts has a positive effect on demand for industry products. The number of housing starts is expected to increase
during 2013.
 Private spending on home improvements
 Changes in the number of residential improvements across the United States affect sales of and demand for products
in this industry. As private spending on home improvements increases, industry manufacturers will benefit.
 World price of steel
 The domestic price of metals, a major input cost for this industry, influences the cost and availability of products
manufactured. In times of high demand, higher steel prices can generally be passed down to customers in the form of
higher prices. However, with demand mostly weak from the recession over the past five years, higher steel prices
negatively affected profitability. While this driver is expected to increase in 2013, the price hike will coincide with a
significant pick-up in demand from the construction sector.
 World price of aluminum
 The price of aluminum, like steel, is affected by global demand and supply trends. This price influences the cost and
availability of products produced. In times of high demand, rising aluminum costs can be passed down to customers in
the form of higher prices. However, with weak demand from the recession over the past five years, higher aluminum
Applied Marketing

9|Page

prices have hurt profitability and negatively affected the industry. This driver is expected to remain stagnant during
2013.
Key Success Factors for Textiles
 Access to niche markets
 High profit margin lines are usually more prominent in specialized niche markets.
 Proximity to key suppliers
 Being within a short distance of raw material suppliers can alleviate potential logistical problems and cut down on
transportation costs.
 Economies of scale
 Firms that can reduce the marginal cost of production of textiles have a price advantage over other firms.
 Establishment of export markets
 Firms that can develop various export markets spread the risk of domestic and global economic downturns.
 Supply contracts in place for key inputs
 Firms that produce synthetic fiber, yarns and threads in particular need reliable and efficient delivery of key inputs.
 Having a good reputation
 High quality products are essential for further manufacturing by downstream firms
Key Success Factors for Plastics
 Favorable supply contracts for key inputs
 A reliable supply of key inputs, such as resin, at a competitive cost increases the firm's profitability. A futures supply
contract locks in the price of the firm's inputs, allowing the company to be more price competitive.
 Output is sold under contract – incorporate long-term sales contracts
 Negotiation of long-term sales contracts with customers enables manufacturers to make long-term plans relating to
their level of capital expenditure. The ability to make such plans in advance could smooth revenue and save money.
 Undertaking technical research and development
Applied Marketing
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 Research and development enables firms to develop more efficient production techniques and new products and to
enter niche markets, giving them a competitive edge over other firms within the industry.
 Economies of scale
 The development of large-scale production facilities enables firms to increase their profitability by producing more
units without increasing costs. Mergers and acquisitions are included within this success factor.
 Ability to quickly adopt new technology
 The faster a firm adopts new manufacturing technology, the easier it is to gain competitive advantage over other
firms. New technology allows manufacturers to achieve higher outputs at lower cost.
 Effective quality control
 Producing goods of consistent quality builds a reputation that can be used to out-compete rival firms.
Key Success Factors for Metals – Iron, Steel and Aluminum
 Ability to pass along cost increases
 Because raw materials are the largest cost items for the industry, the ability to pass on cost movements is important
to maintain profitability and competitiveness.
 Output is sold under contract
 Industry players that incorporate long-term sales contracts are better able to maintain stable demand and reduce the
effects of fluctuating steel prices.
 Marketing of differentiated products
 The production and sale of value-added products, rather than only basic iron or steel, provides firms with a
competitive advantage.
 Degree of globalization in the firm
 Geographic diversity of assets and markets, including exporting countries, creates a buffer against negatively
fluctuating output and regional economic downturns.
 The ability to comply with environmental regulations
 Firms must be able to meet environmental laws and regulations to successfully operate plants.
 Supply contracts in place for key inputs
Applied Marketing
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 Steel manufacturers must secure long-term supply contracts to guard against major fluctuations in the prices of iron
and coal.
 Proximity to key suppliers and markets
 The shipment costs of inputs and sales can be greatly reduced when major suppliers and buyers are located near
operating facilities.
Key Success Factors for Fabricated Metal
 Economies of scale
 A key success factor for industry firms is their ability to increase the scale of business production and reduce costs.
 Effective quality control
 All suppliers that supply the automotive industry are required to meet numerous quality standards to qualify as a
preferred and long-term supplier to the original equipment manufacturer (OEM).
 Maintaining strong relationship within key markets
 Consolidation among automotive industry suppliers has occurred as OEMs have more frequently awarded long-term
sole source contracts.
 Degree of globalization in the firm
 Consolidation among automotive industry suppliers has resulted in long-term sole source contracts going to the most
capable global suppliers.
 Having an integrated operation
 Some customers are seeking full service suppliers that can provide a complete package of design, engineering, project
management and manufacturing support for an integrated system.
 Highly trained workforce
 Some firms have managers with experience in all disciplines and personnel from areas like engineering, quality,
finance, purchasing and human resources, which enhance the relationships between customers and firms.
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Prospect Counts
NAICS
Code

Industry

Total
Universe

Target Universe
(100+emps or
$10m+ sales)

Target
Universe
w/Growth
and/or Events

Textiles
31310

Textile mills

87

2

1

32522

Synthetic fiber mfg

19

2

1

32615

Urethane foam mfg

1,709

152

23

32619

Misc plastics products mfg

13,855

1,419

162

950

8

1

465

51

6

33151 Ferrous metal foundry products

1,514

206

24

33211 Metal stamping & forging

1,724

189

25

33261 Wire & spring mfg

2,295

189

15

33271 Machine shop services

25,336

455

92

33272 Screw, nut & bolt mfg

3,407

214

29

33299 Miscellaneous metal fab

9,411

451

53

60,772

3,338

432

Plastics

Metals
33111

Iron & steel mfg

33131 Aluminum mfg

Total
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Outlook (Textiles)
The declining Textile Mills industry is not expected to turn
around over the five years to 2017. Strong competition from
low-cost imports will continue to drive revenue down at an
average annual rate of 1.3% to $40.0 billion. As the current
trend indicates, clothing manufacturers are moving
production to low-cost countries like China and India, taking
entire supply chains with them. IBISWorld expects this trend
to continue through the next five years, with the number of
industry enterprises declining from 8,182 in 2012 to 7,691 by
2017.
Revenue and profitability
Revenue in 2012 and 2013 is anticipated to fall only slightly as
a result of growing per capita disposable income. IBISWorld
expects a 0.9% climb in per capita disposable income over
2012, with a subsequent increase of 1.0% in 2013. This
improvement will likely boost demand for high-quality USmade textiles because consumers will be willing to purchase
more discretionary items. Revenue declines will be mitigated
as a result, declining only 0.6% and 0.9% in 2012 and 2013,
respectively.
However, mounting import volumes and continued offshoring
will intensify price competition for domestic textile mills,
reflecting negatively on revenue through the five-year period
to 2017. Additionally, operators will continue to move
overseas as they become more closely integrated in the
downstream industries' supply chains. Many of the mills
remaining in the United States will be more committed to
serving the high-end and niche markets, which will be willing
to pay a price premium for a higher-quality and more
Applied Marketing

advanced product. This trend will cause the decline in revenue
to be less drastic than the five years to 2012 as the industry
settles into a new segmentation of products.
Accounting for 14.7% of revenue in 2012, IBISWorld forecasts
that profit margins will drop slightly to 12.2% of revenue by
2017. While many firms will move abroad, remaining
companies will focus on specialized markets, allowing them to
demand a higher price and earn higher incomes. However,
these high-margin products will not comprise the bulk of the
market; low-price and mid-price fabrics will still account for
the majority of industry products, resulting in an overall drop
in profit.
Restructuring product segmentation
The non-woven fabrics segment of the Textile Mills industry
has exhibited significant growth relative to its woven, knit and
finished counterparts. The other segments will continue to be
outsourced to low-cost countries as part of larger apparel and
accessories manufacturing supply chains. Non-woven fabrics
remain part of the domestic industry because of their highly
specialized features and need for advanced production
technology. Shifting production of non-woven fabrics to
foreign countries will be more costly than continuing their
production within the United States, allowing the domestic
Textile Mills industry to focus on this product and change the
overall industry structure.
Non-woven materials contain special traits like waterresistance, high absorption or flame-retardation, which are in
constant demand by the medical field and protective services
such as the military and fire departments. The segment's
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capital intensity and the products' specialized uses make them
a mainstay in the domestic industry; the reliance on their
quality and traits from downstream markets is expected to
continue generating demand domestically and globally.
IBISWorld expects non-woven fabrics to grow from their
current 16.9% of the industry's product line in 2012 to well
above 20.0% by 2017.
Employment and wages
As the domestic industry continues to shrink over the next five
years, the number of employees will also fall at an average
annual rate of 2.0% to 181,934 workers in 2017. The
combined effects of shifting production offshore, continued
cost cutting and the growing acceptance of automation will
reduce the industry's reliance on manual labor. IBISWorld
estimates that capital costs will increase relative to labor costs
from $0.20 for every dollar spent on workers in 2012 to an
estimated $0.23 in 2017. Straying from tradition, the laborintensive textile mills will change their ways to remain
relevant in the difficult years ahead.
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International trade
Although imports and exports have performed weakly over
the five years to 2012, trade is expected to rebound after the
dismal years of the global economic recession. Exports are
expected to grow at an annualized rate of 2.3% over the five
years to 2017 to reach 30.8% of industry revenue (up from
25.8% in 2012). The demand for specialized non-woven fabrics
will likely drive this expansion. The United States will not
outsource the production of this segment because of the high
capital reliance, which would make overseas production more
costly than beneficial. Therefore, non-woven fabrics will be
produced domestically and exported to countries like Mexico,
Canada and the United Kingdom.
Imports are also forecast to grow at an annualized rate of
4.0%, making up 51.2% of domestic demand by 2017.
Increased offshoring will move production lines to low-cost
countries like India and China, making domestic availability
scant. Producers that use woven, knit or finished fabrics will
have to increasingly turn to imports of these materials, as they
will be more readily available and their prices will be lower.
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Outlook (Plastics)
The Plastic Products Miscellaneous Manufacturing industry's
recovery is in full swing. Revenue is expected to increase at an
average annual rate of 1.6% to $97.4 billion during the five
years to 2018, including a rise of 3.5% in 2014 alone.
As business confidence improves, operators will increase
capital expenditures on research and development (R&D) to
fuel the innovation of new products. Accordingly, R&D will
expand plastic's uses and in turn increase demand for the
industry's products. However, rising resin prices will constrain
profit margins and hinder plans for development over the next
five years. Over the five years to 2018, resin prices are
expected to increase 2.5% per year on average. Operators will
need to be vigilant in hedging input costs by adjusting selling
prices and minimizing manufacturing costs. Consequently,
large players are consolidating to achieve greater production
volumes. For example, Saudi Basic Industries Corporation
acquired General Electric's plastic business in May 2007.
Larger operations gained through acquisition give players
better economies of scale, thus reducing their per-unit fixed
costs. Through the next five years, companies are forecast to
exit the industry at an average rate of 1.3% each year to 5,525
enterprises as smaller companies find it harder and harder to
compete.
Major markets recover
Because demand for plastic building materials and flooring
depends on the construction and renovation markets, the
recovery of the housing market will be a critical factor in
determining the industry's success in the next five years. With
a brighter outlook ahead, developers and individuals alike will
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once again be willing to invest in new units as well as resume
upgrades and repairs. The Federal Reserve's commitment to
keeping interest rates low until the economy regains its
momentum will aid this recovery.
Although the industry is gaining upward momentum,
IBISWorld does not project residential construction activity to
recover to its prerecession pace even beyond 2018. Banks'
unsound lending practices and unreasonable belief in everrising home prices fueled the prerecession construction
activity to unsustainable levels. Hopefully, the memory of the
subprime mortgage crisis will prevent these behaviors from
reappearing and fueling another housing bubble.
Consequently, housing construction activity will continue to
be lower than before, with demand leveling off at about $2.2
trillion by 2018.
The automotive market is also expected to continue posting
gains. In the past five years, incentives for auto buyers
included in the federal stimulus package resulted in a speedier
recovery in the automotive sector than would have occurred
otherwise. Recent federal regulations requiring cars to have
an average fuel economy of 54.5 miles per gallon by 2025 will
also boost automotive manufacturing. One easy way for car
manufacturers to increase fuel efficiency is to create lighter
cars by using plastic materials instead of steel. IBISWorld
projects that the Car and Automobile Manufacturing
industry's revenue will increase at an average annual rate of
3.5% from 2013 to 2018. This projected growth and a renewed
focus in the US auto industry on creating lightweight and fuelefficient vehicles present opportunities for manufacturers of
plastic parts and components used in vehicles.
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With the economy continuing to recover in the next five years,
increases in disposable income will likely translate into greater
electronics purchases. In 2013, IBISWorld forecasts that per
capita disposable income will grow 2.1%. As a result, the retail
sector is expected to grow strongly in 2013, which will help
the Electrical Equipment Manufacturing industry to grow at an
average annual rate of 3.3% from 2013 to 2018. Per capita
disposable income growth will accelerate as unemployment
falls and production increases at a higher rate during most of
the period. Ultimately, increased demand for electronics will
spur demand for the plastic components and enclosures that
most modern electronics require.
Furniture sales are expected to increase slightly over the next
five years. The Furniture Wholesaling industry is closely tied to
the housing market, since people tend to purchase most of
their furniture when they move into a new home. Per capita
disposable income also helps determine consumers'
propensity to spend on furniture. Both the housing market
and consumer incomes are expected to improve during the
next five years, so furniture sales will likely increase as well.
This growth will spur demand for plastic components that are
used in furniture construction and plastic furnishings.
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International trade grows
The Plastic Products Miscellaneous Manufacturing industry
will face challenges from foreign competitors in the next five
years. Domestic producers have dealt with rising import
competition for years, and many have moved production to
emerging economies with cheaper labor. During the five years
to 2018, imports are forecast to grow at an average rate of
6.2% per year. By 2018, imports will account for about 22.4%
of domestic demand, up from 18.5% in 2013. The
comparatively cheaper cost of production in Asia will continue
to lure foreign investment to the region and encourage US
consumers to purchase cheaper Asian goods.
Exports are forecast to grow at an average annual rate of 3.9%
over the five years to 2018 due to the increasing global
demand for goods produced by downstream industries.
Despite export growth, imports will still outpace exports in the
future. These competitive pressures will present an obstacle
to industry recovery. Whether to plastic itself or in the form of
substitute products, domestic operators must make
groundbreaking discoveries in order to close the everexpanding ratio of imports to exports. By 2018, the United
States will import close to $8.8 billion more miscellaneous
plastic parts than it exports, emphasizing the need for R&D
investments to regain control over the industry.
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Outlook (Metals; Iron, Steel and Aluminum)
Iron & Steel
The Iron and Steel Manufacturing industry is expected to
benefit from stronger market conditions in the years to 2018.
Despite ongoing weakness in developed economies, consumer
spending and business investment are expected to grow
moderately, causing demand to grow from steel-using
industries. Most notably, the automotive sector will remain a
key source of demand for steel products, and construction
demand is projected to gain ground in the latter half of the
next five years.
Over the five years to 2018, gradually rising steel prices and
higher output are projected to drive revenue up at a 3.5%
average annual rate to $142.3 billion. Steel prices are
expected to gain steam in 2014 as European markets stabilize
and regain their momentum. Increased industrial demand in
the United States and abroad will also contribute to growth in
steel prices worldwide. In 2014 alone, revenue is projected to
jump 6.7% to $127.9 billion.
Downstream demand to rise
Demand for steel is expected to strengthen over the next five
years, though construction demand will remain moderate.
This increase in demand will drive up prices, which are
expected to climb at an annualized rate of 1.4%. On a global
scale, strong demand from China and other emerging
economies, which are forecast to continue industrializing, will
be largely responsible for increasing steel prices. According to
the World Steel Association, China alone accounts for 46.0% of
global steel consumption.
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The construction sector has long been one of the industry's
major markets. While commercial construction in particular
uses steel as an input for a variety of projects, the housing
market has recently been increasing its use of steel in recent
years. At present, only a small percentage of new houses are
framed with steel, but the industry has introduced initiatives
to grow in this segment. For instance, operators are
developing new tools that are designed to facilitate assembly
and are offering training for framers that are unfamiliar with
working with steel.
Despite its ubiquity, steel faces strong competition from other
materials in motor vehicle manufacturing. While domestic car
manufacturing returned to growth in 2010 and is expected to
continue expanding over the five years to 2018, the amount of
steel used is set to decline. This trend will be the result of a
move toward other lightweight materials, such as aluminum,
to improve fuel efficiency.
Cost cutting and challenges to come
Conditions will likely remain challenging for many higher-cost
steel manufacturers, particularly operators of blast furnaces.
These operators contend with factors that limit output and
profitability: high variable costs due to labor and raw
materials. The situation is complicated by difficulty of
adjusting production volumes because the plants rely on
large-scale production to contain average costs. During
periods of strong demand and high steel prices, these facilities
operate well, but performance deteriorates markedly when
prices weaken and demand eases. With strong demand and
increasing prices during the next five years, conditions for
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these producers are expected to be positive, but their market
share will continue declining.
On the other hand, operators of electric arc furnaces and
minimills have facilities that are generally less labor intensive
and more flexible in terms of output volumes. Their share of
industry production is 62.0%, expected to increase slightly
throughout the next five years as the costs of operations are
relatively low. Because output adjustment is more flexible,
these operators will be better able to meet growing demand
in the years to come. In addition, the increasing dominance of
electric arc furnaces, which require fewer workers, will
continue to cut into industry employment. Over the five years
to 2018, employment is forecast to decline at an annualized
rate of 1.4%, while wages are also projected to decrease at an
annualized rate of 1.4% during the same period.
Larger firms that can leverage their iron and coal supply
connections, either through contracts or vertical integration,
will likely enjoy higher profit margins. By 2018, IBISWorld
projects that the industry's average profit margin will reach
8.6% of revenue, slightly up from an estimated 8.5% in 2013.
Meanwhile, merger and acquisition activity is expected to
continue as means to improve profitability. Over the five years
to 2018, the number of firms is projected to fall at an
annualized rate of 3.8% to 358.
Increasing globalization
As demand rises, small gains in US steel output will pale in
comparison to steel production growth in emerging
economies, especially China and India. China already leads the
world in steel production, and its dominance is expected to
grow. Demand from these nations will likely rise along with
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consumption and development. Consequently, the industry is
expected to become more globalized, and imports from highproducing countries are forecast to increase. Over the next
five years, import values are expected to grow at an average
annual rate of 3.3%, while export values increase at an
average annual rate of 4.5%. Over the long term, however,
growth in imports is expected to eventually outpace growth in
exports as foreign producers, which often have a cost
advantage, increasingly meet steel demand in the United
States.
Aluminum
Over the next five years, transportation, manufacturing,
packaging and construction markets will continue to influence
demand for the Aluminum Manufacturing industry. IBISWorld
projects that aluminum will play a larger role in automobile
production, as automakers react to consumer preferences
that favor fuel efficiency, and thus lighter-weight metals, such
as aluminum. International demand for aluminum will also
strongly influence price and industry revenue; one-fifth of
industry revenue is expected to come from foreign buyers in
2018. Overall, industry revenue is expected to increase at an
average annual rate of 2.0% to $46.6 billion from 2013 to
2018. During this period, profit is expected to increase from
7.7% in 2013 to 8.2% in 2018, as the cost of inputs, such as
electricity, is forecast to increase at slower rates than revenue
and aluminum prices.
In addition, the US construction sector has started to pick up
steam, and its long-awaited recovery is anticipated to occur
over the next five years. In response, aluminum prices are
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projected to jump, as construction activity raises demand for
metals used in buildings, hardware and other constructionrelated products. As prices and output rise, industry revenue
will rise as well. In 2014 alone, IBISWorld estimates a revenue
surge of 7.4% to $45.3 billion.
Downstream demand
Construction demand is forecast to grow quickly over the next
five years, thereby increasing demand for aluminum.
Residential construction activity is expected to increase by
double digits in 2014 and 2015. While not expected to grow as
strongly as residential construction, IBISWorld anticipates that
commercial construction will enjoy solid growth over the next
five years, as corporate profit increases and unemployment
falls, which will increase demand for new office space, retail
centers, food outlets and other commercial and
entertainment buildings.
Demand from the packaging industry, a major user of
aluminum products, is also expected to ramp up over the next
five years. As consumers continue to spend more money on
food and other small items, demand for aluminum-based
packaging products, such as cans and foil, will rise. Demand
from the packaging industry will also be supported by more
stable, less volatile growth in aluminum prices. Since
aluminum is a cheap alternative to plastic and other packaging
materials, packaging-product manufacturers will be more
inclined to use aluminum.
Demand from transportation manufacturers is projected to
climb over the next five years, especially from the Car and
Automobile Manufacturing industry. Demand for cars will
increase, driven by the shift toward more eco-friendly vehicles
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and limited growth in gas prices. Furthermore, additional
regulations concerning fuel efficiency are anticipated to come
into effect over the next five years. Beyond manufacturing
hybrid and electric vehicles, new fuel-efficient technology and
production standards will focus on reducing a car's weight.
The use of aluminum in car bodies and equipment, a lighter
material than steel and other substitute materials, is forecast
to grow, benefiting industry demand.
Increasing globalization
The industry will continue to globalize. Exports over the next
five years are projected to increase at an annualized rate of
3.1% to total $9.3 billion, supplying about one-fifth of industry
revenue by 2018. As in previous years, demand for aluminum
to manufacture products in industrializing economies will
drive export growth. The value of industry imports is forecast
to decline at an average annual rate of 0.7% per year over the
next five years to $11.9 billion. Although demand for foreignmade aluminum from US downstream manufacturers is
expected to remain somewhat strong, import growth will be
minimal in light of the transportation costs of importing the
metal. Furthermore, the industry will continue to be sheltered
by tariffs on various imported aluminum products (for more
information, see Industry Assistance).
Growth in aluminum manufacturing facilities will be stronger
outside the United States in countries like Mexico, where
labor is cheaper and major manufacturers already have a
presence. Therefore, IBISWorld forecasts that the number of
domestic establishments will increase minimally, at an
annualized rate of 0.3% over the next five years to 636
companies. Employment during this period will see a slight
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decline, as the industry shifts even more toward automated
production processes. In the five years to 2018, the number of
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employees working in the industry is expected to fall at an
average annual rate of 0.5% to 64,301 workers.
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Outlook (Metals; Metal Fabrication – Metal Stamping and Forging)
Following a recovery from the crippling economic downturn,
the Metal Stamping and Forging industry will continue to grow
moderately over the five years to 2018. Strengthened demand
from downstream industries and improved business and
consumer sentiment will primarily drive this outcome.
Additionally, credit conditions will ease, leading to an upturn
in business investment in 2014, during which industry revenue
is anticipated to grow 3.6% to $36.9 billion. Strong growth is
projected to continue in this area over the next five years.
IBISWorld forecasts that industry revenue will increase at an
average annual rate of 3.7% to $42.7 billion over the five years
to 2018.
Over the next five years, all of the major downstream
industries are forecast to continue their recovery from the
recession, recording moderate to strong growth.
Consequently, input metal prices will rise moderately during
the period, resulting in more consistent product prices, which
will bolster industry revenue. Steel prices are anticipated to
increase at an annualized rate of 0.6% through 2018. Relative
stability in input prices and solid demand from downstream
industries will allow stamping and forging firms to increase
profit margins over the five years to 2018.
Industry operators with the greatest potential for growth are
those that supply high-growth and high value-added
manufacturing industries such as private aerospace
manufacturing. Manufacturers will benefit from adopting new
alloys (titanium alloys in particular) to develop castings with
enhanced qualities, such as lower weight, greater strength,
corrosion resistance and temperature resistance. Techniques
for scanning completed components for weaknesses and
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defects have also improved greatly in recent years. Suppliers
of clients that demand high-quality components, such as
aerospace or transport equipment manufacturers, will need to
incorporate these techniques.
The main risks that the industry will face over the next five
years include the increasing volume of offshoring activity
taking place in downstream manufacturing, greater market
adoption of substitute components (e.g. plastics) and some
manufacturers switching to product designs that require
fewer high-margin forged and stamped components. These
new product designs will pose a threat to industry operators
that supply highly specialized parts.
Strong performance in downstream industries
After an impressive revival from 2010 to 2012, the automotive
sector will record moderate growth over the next five years.
Nevertheless, shocks to consumer demand for automobiles
remain a significant threat, particularly during times of quickly
rising crude-oil prices. However, the move toward fuelefficient hybrid and electric vehicles will mitigate these
effects. This trend is expected to strengthen over the coming
years, as manufacturers develop and introduce new fuelefficient cars to market. Despite positive demand for metal
stampings and forgings, the continued offshoring of
component manufacturing will cause some firms that supply
solely to this sector to exit the industry.
Continued growth is forecast in other downstream industries,
including tractors and agricultural machinery manufacturing,
aircraft, engine and parts manufacturing and engine and
turbine manufacturing. While demand for agricultural
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machinery will likely remain strong over the next five years,
unpredictable weather conditions, such as the summer
drought that impacted much of the Midwest region of the
United States in 2012, can hurt demand. The dominant
position of US-manufactured agricultural equipment will likely
be eroded by the increased offshoring and the acquisition of
foreign manufacturing plants. Large agricultural equipment
industry operators, such as Caterpillar and John Deere,
continue to focus on expanding their manufacturing
operations in China and India.
Fleet renewal will likely drive the aerospace industry over the
five years to 2018, causing demand to increase. Major player
Precision Castparts Corporation (PCC) generates a significant
volume of its revenue from the building of Boeing's new 787
aircraft, and from supplying components for the Airbus A380
through engine maker General Electric. An anticipated decline
in federal defense spending is forecast to cause modest
growth on the commercial side of the aerospace industry
during the next five years because less federal defense
spending is likely to increase the amount of private dollars
invested in these markets. This includes the manufacturing of
commercial spacecrafts, such as SpaceX's Dragon and Virgin
Galactic's SpaceShip 2, along with the production of guided
missiles.
Strong growth in engine and turbine manufacturing is
anticipated as global energy demand continues to rise.
Growth in the use of wind energy is expected to be strong
also. In January 2013, Congress completed an extension of
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government tax credits for alternative energy producers.
Previous stipulation stated that only fully operational projects
completed by the end of the year would receive this credit.
However, this was revised to include any project that was
underway by the end of the year. These incentives will lead to
stronger demand for turbines, benefiting companies like PCC,
which supplies leading turbine producer General Electric.
Companies that want to enter this market segment must
produce extremely reliable products at competitive prices if
they wish to compete with PCC.
Consolidation to continue
Further reductions in industry participation will likely occur
over the coming years, despite growth in production and sales
volumes. Exits will primarily occur among operators that
supply the automotive sector. The Metal Stamping and
Forging industry's long-term trend of consolidation will likely
continue, as suppliers seek to achieve operating synergy and
greater efficiencies. Firms will continue to build stronger
customer relationships by following them as they expand
globally, acquiring complementary technologies and shifting
production to suit customers. Mergers, acquisitions and plant
consolidation will lead to significant efficiency improvements
resulting from greater economies of scale and scope. The total
number of enterprises is forecast to decrease at an average
annual rate of 1.1% over the next five years to 2,127 by 2018.
Employment is likely to follow suit, dropping at an annual
average rate of 0.8% to 95,444 during the same period.
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Outlook (Metals: Metal Fabrication – Machine Shop Services)
After a few years of scrambling to counteract the deep
industry-wide decline in revenue during the recession, the
Machine Shop Services industry has begun to recover.
IBISWorld forecasts that revenue will rise at an annualized
rate of 1.8% to reach $39.0 billion through 2017, with revenue
growing 2.7% to $36.7 billion in 2013. The US economy began
its recovery phase in 2010, driven in part by the federal
stimulus package and low interest rates. The manufacturers
and machine shops that have survived the difficult operating
conditions during the recession will ultimately be more
efficient and profitable.
Downstream demand
Industry demand is projected to continue to improve through
2017. Supportive downstream demand from government
spending is also likely to continue, though at a much lower
level. Government intervention has been crucial in restoring
US confidence and the performance of many consumerrelated markets, and machine shops that serve the
construction market segment have benefited from an influx of
infrastructure-related spending from the federal stimulus
package. Although the recovery is forecast to be slow and
staggered, there will nonetheless be steady increases in
economic activity over the coming years.
A decline in the US military's involvement in global conflicts,
including the conclusion of the wars in Iraq and Afghanistan,
will decrease demand for machining from military customers.
In 2013, demand from government customers is forecast to
decline as the defense budget falls and the appropriation for
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the procurement of weapons, tanks and armored vehicles is
cut again.
Over the five years to 2017, automakers will find the light at
the end of the tunnel with constant, steady growth.
Continuous improvements in credit availability and disposable
income will encourage consumers to purchase new vehicles,
resulting in rising demand for machine work from the
automotive industry. However, automakers will struggle to
return to peak revenue levels from the early 2000s, even at
the tail end of the five years to 2017. Rising oil prices will have
mixed effects for this industry. Higher oil prices will temper
growth in demand for new vehicles, but it will also make
smaller cars more appealing than trucks and sport utility
vehicles (SUVs). However, these lighter vehicles generally
need less metal and require less machine work, which could
potentially reduce industry demand.
Danger abroad
The international competition facing downstream markets will
continue to present a threat to the industry. As costs rise,
clients will look to import completed components to save
money, thus hurting growth for domestic machine shops.
Downstream markets have employed a similar strategy by
relocating manufacturing operations to foreign countries with
lower costs in order to compete with foreign producers who
operate on a global scale. In both cases, the required machine
work is performed outside the United States, thereby reducing
demand for domestic machining services.
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Efficiency equals survival
Firms have suffered through declining profit over the past few
years, although this downward trend is anticipated to reverse
somewhat through 2017. While the global recession has
caused commodity prices to plummet, declining sales have
negated any benefit a reduction in material prices may have
afforded the industry. Over the next few years, increasing
demand and muted raw material prices should help support
some growth in profitability.
In order to secure revenue in the current economic climate, in
which competition between machine shops is intense, price
forms the foundation of competitive success. Industry
operators will be able to achieve lower prices by reducing
operational costs and using more efficient technology;
however, cutthroat competition and restricted access to credit

will put investment in new technology beyond the reach of
the average machine shop. As a result, industry consolidation
is projected to continue among smaller industry participants.
Consolidation will also continue to occur in larger machine
shops as companies remove excess capacity and streamline
remaining operations. Between 2012 and 2017, establishment
numbers are forecast to decline at an average rate of 0.4% per
year to total 19,376.
Industry employment has slowly recovered since 2010, and
will grow at an annualized rate of 1.6% to reach 235,211 over
the five years to 2017. Machine shops are rehiring workers,
and the average industry wage will continue to grow.
Previously reduced working hours will continue to be restored
to full-time as industry demand recovers.

Sources: Textile Mills in the US, IBISWorld Industry Report, June 2012; Synthetic Fiber Manufacturing in the US, IBISWorld Industry Report, April 2013;
Urethane Foam Manufacturing in the US, IBISWorld, Industry Report, January 2013; Plastic Products Miscellaneous Manufacturing in the US, IBISWorld,
Industry Report, May 2013; Iron & Steel Manufacturing in the US, IBISWorld Industry Report, May 2013; Aluminum Manufacturing in the US, IBISWorld
Industry Report, March 2013; Ferrous Metal Foundry Products in the US, IBISWorld Industry Report, December 2012; Metal Stamping and Forging in the US,
IBISWorld Industry Report, April 2013; Wire and Spring Manufacturing in the US, IBISWorld Industry Report, January 2013; Machine Shop Services in the US,
IBISWorld Industry Report, January 2013; Screw, Nut & Bolt Manufacturing in the US, IBISWorld Industry Report, January 2013; Ball Bearing Manufacturing in
the US, IBIS World Industry Report, May 2013; Dun &Bradstreet and Applied Marketing Sciences, LLC
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Transportation Equipment Manufacturing
Definition
Firms in this industry manufacture products that are used within automotive and aerospace assembly. This industry also includes
automotive and aerospace assemblers.

Primary NAICS Codes
33611 Automotive Mfg
33631 Automobile Engine & Parts Mfg
33632 Automobile Electronics Mfg
33633 Automobile Steering & Suspension Mfg
33634 Automobile Brakes Mfg
33635 Automobile Transmission Mfg
33636 Automobile Interior Mfg
33637 Automobile Metal Stamping
33639 Auto Parts Mfg
33641 Aircraft, Engine & Parts Mfg
Representative Companies
 BMW
 General Motors
 Johnson Controls
 Delphi Corporation
 Magna International Inc.
 The Boeing Company
 Northrop Grumman Corporation
Applied Marketing
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 General Electric Company
Industry Vitals
NAICS

Description

Revenue
($bn)

Profit
($bn)

Annual Annual
Growth Growth
Past 5
Next 5
Years
Years
(%)
(%)

Revenue
per
Employee
($'000)

Wages
% of
Rev

33611a Car & Automobile Mfg

87.0

2.1

-0.3

33611b SUV & Light Truck Mfg

139.2

6.0

33631 Automobile Engine & Parts

28.7

33632 Automobile Electronics

Emp.
per
Estab

Avg.
Wage
($)

3.5

1,221.8

5.4

431.5 65,481.3

3.1

2.9

2,041.9

4.7

702.6 95,662.9

1.4

-2.3

3.9

575.8

10.9

53.1 62,888.0

17.9

0.6

0.2

2.7

296.0

18.2

79.1 53,942.8

33633 Automobile Steering &
Suspension Mfg

10.3

0.3

-2.1

1.0

301.3

15.8

125.4 47,670.4

33634 Automobile Brakes Mfg

11.0

0.3

5.0

2.5

475.4

11.0

99.0 52,111.2

33635 Automobile Transmission
Mfg

36.4

1.4

-0.5

3.2

571.5

11.2

127.5 63,747.1

33636 Automobile Interior Mfg

19.5

1.1

1.2

2.3

474.4

9.5

96.9 44,895.6

33637 Automobile Metal Stamping

27.4

1.0

-2.8

2.4

361.2

18.8

105.1 67,825.1

33639 Auto Parts Mfg

49.7

2.9

-0.6

2.1

458.7

10.4

76.7 47,696.1

186.3

48.1

2.1

1.8

515.0

13.0

217.4 67,189.2

Automotive

Aerospace
33641 Aircraft, Engine & Parts Mfg
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Key External Drivers for the Automotive Industry
 Consumer sentiment index
 When consumers’ sentiment is low, people will generally postpone big-ticket purchases of new vehicles. Consumer
confidence plummeted during the recession, the effects of which flowed upstream to automakers. Consumer
sentiment is expected to increase during 2013, creating a potential opportunity for the industry.
 World price of crude oil
 The price of gas represents a significant part of the running costs of a vehicle. The retail price of gasoline has grown
rapidly; combined with declining disposable income, it has led consumers to think twice about their fuel
consumption. Consequently, consumers have demanded smaller and more fuel-efficient vehicles, even though
domestic automakers have historically focused on larger, less fuel-efficient cars. The world price of crude oil is
expected to decrease during 2013, but is still at a historically high level, posing a potential threat to the industry,
especially to those manufacturing large, less fuel-efficient cars.
 Demand from new car dealers
 The performance of the New Car Dealers industry is largely reflective of the automotive sector as a whole. The
financial crisis has taken a toll on dealers, and a significant proportion of companies had trouble finding funds to stock
their showrooms in 2010. Stocking woes and falling consumer demand have negatively affected demand for
automobile manufacturing in the past year. The demand from new car dealers is expected to increase during 2013.
 World price of steel
 Steel is a key input in the production of automobiles and represents a significant cost to automakers. High steel prices
lead to cost pressures that cannot always be passed on to consumers. Automakers’ production costs could exceed
sales revenue in some instances. The world price of steel is expected to increase during 2013.
 Regulation for the Automotive sector
 Profitability in this industry is negatively affected by fuel-efficiency standards and the costs manufacturers incur to
reach them. Automakers incur costs through research and development on new technology, expensive manufacturing
processes and fines for not complying with government standards. While consumers are leaning toward
environmentally friendly vehicles, higher production costs will outweigh the benefits of catering to changing
consumer preferences. This driver is expected to increase during 2013.
 Demand from car and automotive manufacturing (for automotive parts)

Applied Marketing
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 This industry's products are used almost exclusively for new motor vehicle production. Therefore, higher vehicle
production rates will increase demand for automotive parts. Demand from motor vehicle manufacturing is expected
to increase during 2013, creating a potential opportunity for the industry.
Key External Drivers for the Aerospace Industry
 Trade-weighted index
 The trade-weighted index (TWI) is a measure of the value of the US dollar relative to the currencies of its largest
trading partners. A decreasing TWI leads to a lower relative price of exports and more expensive imports. As such,
industry operators benefit from a weak US dollar through an increase in demand for exports of aircraft, engines and
parts, and weaker import competition for the same goods. The trade-weighted index is expected to increase during
2013Demand from non-residential building construction.
 Demand from aircraft, marine and railroad transportation equipment wholesaling
 Wholesalers of aircraft and aircraft parts represent a key downstream market for this industry's goods. Commercialpassenger, military and commercial-freight operations demand new and used goods from wholesalers. Demand from
aircraft wholesalers is expected to increase during 2013.
 Federal funding for defense
 A significant portion of the industry’s aircraft, engines and parts are used for military purposes. As such, public
expenditure on defense and military vehicles indicates demand for these products. When the United States is at war,
increases in defense expenditure and demand for military aircraft benefit the industry. Federal funding for defense is
expected to decrease during 2013.
 Demand from domestic airlines
 A significant portion of aircraft, engines and parts are sold to commercial airlines, including domestic carriers. When
demand for scheduled air transport increases, so does the need for more aircraft. Additionally, air transport operators
may wish to increase their competitive edge by purchasing newer models, a strategy that also increases demand for
manufacturers. The opposite is true when demand for scheduled air transport falls. Demand from domestic airlines is
expected to increase during 2013.
 Demand from international airlines
 Like domestic carriers, international airlines buy aircraft, engines and parts. These units are usually larger and more
expensive than their domestic counterparts, but volume sales are lower. Sales mainly hinge on demand for scheduled
Applied Marketing
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air transport to international destinations. Demand from international airlines is expected to increase during 2013
and presents a potential opportunity for the industry.
 World price of steel
 Steel represents a crucial input into the manufacture of aircraft and related parts, like engines. As the price of steel
fluctuates, it has a direct bearing on purchase costs for this industry. The price of steel has fluctuated dramatically
during the past five years, hitting record highs. The world price of steel is expected to increase during 2013, posing a
potential threat to the industry.
Key Success Factors for the Automotive Industry
 Strong supply chain links
 Close relationships with suppliers and good distribution channels are important. Manufacturers need to be able to
access parts on a timely basis to ensure the smooth flow of production. Good distribution channels are needed to
minimize supply chain costs.
 Establishment of export markets
 Development of export markets is crucial in an industry where the domestic demand is shrinking.
 Use of most efficient work practices
 Good industrial relations through a motivated workforce ensure the smooth running of a production plant. Work
stoppages can be costly to automakers and good industrial relations can hedge manufacturers against that type of
risk.
 Optimum capacity utilization
 Idle plants are costly. Maximizing capacity utilization is an important cost advantage.
 Access to the latest available and most efficient technology and techniques
 The degree of investment in technological improvements and product development is important. In the current
environment, the development of fuel-efficient, hybrid and alternative-fuel vehicles is crucial for competitive
purposes.
 Effective cost controls
 Supply contracts typically mandate annual price decreases. Auto parts manufacturers need effective cost controls to
meet these goals
Applied Marketing
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 Undertaking technical research and development
 Industry operators need to invest in research and development to improve their products and secure supply
contracts.
Key Success Factors for the Aerospace Industry
 Economies of scope
 Economies of scope provide more opportunities for larger businesses. Providing multiple outputs at the lowest cost,
such as providing financial services with aircraft sales, improves trading opportunities and increases a business' range
of customers.
 Well-developed internal processes
 Efficient inventory and cost management systems help firms develop a competitive edge. Lower operational costs
also improve profitability for operators.
 Establishment of export markets
 Overseas markets represent a significant proportion of sales for businesses in this industry. Access to overseas
markets can increase the scale of operations and improve productivity and profit.
 Ability to accommodate environmental requirements
 The ability to accommodate increasingly strenuous environmental requirements is an essential requirement in the
twenty-first century. Americans increasingly demand more environmentally friendly aircraft with lower carbon
emissions.
 Economies of scale
 The ability to reap the benefits of economies of scale during production runs is a significant success factor. Largerscale operations can achieve significant cost savings across product ranges.
 Access to the latest available and most efficient technology and techniques
 The use of up-to-date technology and new products will provide a competitive edge over other players in this
industry. Recently, a focus on fuel efficiency has been highly successful.
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Prospect Counts
NAICS Code

Industry

Total
Universe

Target
Universe
(100+emps or
$10m+ sales)

Target
Universe
w/Growth
and/or
Events

2,123

112

12

104

3

1

77

2

1

33633 Automobile steering & suspension mfg

191

29

3

33634 Automobile brakes mfg

227

41

7

33635 Automobile transmission mfg

621

77

3

33636 Automobile interior mfg

500

55

7

1,056

156

11

294

18

1

7,038

595

128

12,231

1,088

174

Automotive
33611 Automotive mfg
33631 Automobile engine & parts mfg
33632 Automobile electronics mfg

33637 Automobile metal stamping
33639 Auto parts mfg
Aerospace
33641 Aircraft, engine & parts mfg
Total
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Outlook for Automotive Manufacturers
Over the five years to 2018, automakers will find the light at
the end of the tunnel, with uninterrupted growth in the
forecast. The consumer sentiment index is expected to rise at
an annual average of 1.8% over this period, as continuous
improvements in credit availability and disposable income
encourage consumers to sustain interest in purchasing new
vehicles. This trend bodes well for automakers, as industry
revenue is expected to rise 3.5% annually on average to
$103.4 billion. The industry's growth over the next five years
will be jump-started by a 4.2% expected growth during 2014.
Most of the projected revenue growth is front-loaded, as the
industry completes its recovery from the massive hole the
recession caused. However, the industry is still recovering
from the financial effects of the recession, and will not quite
reach its peak revenue levels from the early 2000s, even at the
tail end of the outlook period.
Automakers will be optimistic during the next five years,
though, seeking growth potential in the hybrid and fuelefficient car market as the US economy continues to
strengthen, having launched the first wave of a new
generation of electric vehicles in 2011. At the same time,
exchange-rate fluctuations (driven by a weaker US dollar) will
encourage automakers to shift production of new vehicles to
US assembly plants. Industry profitability is expected to
improve continuously as revenue gains outpace the rising
input costs.
The benefits of downsizing
Rising oil prices, expected to grow an average 3.0% annually
through 2018, will have mixed effects for this industry. Higher
Applied Marketing

oil prices will temper growth in demand for new vehicles, but
it will also make smaller cars more appealing than trucks and
sport-utility vehicles. In addition, the rising cost of major
inputs, such as steel, will likely eat into operators' profitability.
Nonetheless, industry profitability is expected to improve as
revenue gains outpace rising input costs. Profit margins are
expected to rise from 2.4% in 2013 to about 3.4% in 2018.
These gains in profitability will encourage reentry for many
companies that exited the industry in the past five years. The
number of industry enterprises is expected to grow an
average 0.6% annually over the five years to 2018 to total 160
companies. However, these gains are minimal compared with
the number of companies that exited the industry during the
economic turmoil. Instead, automakers will keep riding the
success of their downsizing strategies, hoping for further
profitability growth and less burden from operating costs.
Slow export growth
Exports as a share of revenue will have limited growth
potential compared with the past five years because US
manufactured cars are relatively over-equipped and expensive
for the developing automobile markets of China, India, Latin
America and Eastern Europe. Even without local production
requirements, the low vehicle prices required to be successful
in emerging markets are incompatible with the product costs
associated with US manufacturing efforts. More favorable
exchange rates will do little to remedy this disparity. This
scenario provided the impetus for Ford Motor Company and
General Motors to expand production capacity in China
through their joint-venture partners.
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Going green
Competition in the hybrid segment is projected to intensify as
automakers focus on developing gas-electric hybrid vehicles to
increase fuel economies and cut exhaust emissions. Ford and
Toyota are expected to concentrate on making hybrids from
existing platforms, and Toyota has already unveiled a family of
vehicles based on their popular Prius model. The US market
for hybrid vehicles and clean-diesel engines is forecast to
exceed 11.0% of the total vehicle market in 2013. Sales of light
hybrid vehicles are projected to increase to an estimated 2.8
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million by 2018, equivalent to 17.7% of the total US light
vehicle market.
The next generation of hybrid vehicles is already on its way.
Known as plug-in hybrid electric vehicles (PHEV), they are
expected to increase in popularity beyond 2018. PHEVs are
gas-optional vehicles, and their batteries can recharge through
wall outlets. Certain models, notably Chevrolet's Volt, can use
an onboard gasoline generator to recharge batteries while
driving. Growth in this segment will be limited until price
premiums for this new vehicle class come down.
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Outlook for Automotive Parts
The future of the industry rests on the continued
improvement of US-based automakers. The 2009 turmoil in
the automotive sector resolved many long-standing issues
among domestic automakers, improving the long-term
competitiveness of the sector and enhancing the potential for
growth among auto parts manufacturers in the five years to
2018. New car sales are forecast to increase back to
prerecession levels, benefiting auto parts manufacturers in
the long run. IBISWorld estimates industry revenue to increase
at an annualized rate of 3.7% to $63.9 billion from 2013 to
2018.
Auto parts manufacturers are expected to benefit from an
improving economic climate. National unemployment is
expected to decline, though it will still remain elevated
compared with 2008 standards. As unemployment falls,
consumers are more likely to purchase big ticket items such as
cars, thus benefitting the Auto Parts Manufacturing industry.
Demand from motor vehicle manufacturing is estimated to
grow at an annualized rate of 2.4% in the five years to 2018.
On a trade-weighted basis, the US dollar will lose 0.3% of its
value annually on average over the same period; this
depreciation
will
boost
domestic
manufacturers'
competitiveness and encourage foreign firms to move
production to the United States. Based on these tailwinds,
there is light at the end of the tunnel for the auto parts
manufacturing industry. In 2014, IBISWorld expects industry
revenue to grow 4.2%.
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Regulation and innovation
The restructuring at General Motors and Chrysler is expected
to benefit the industry. Along with substantial reductions in
labor costs and excess production capacity, these benefits are
trickling down to auto parts suppliers in the form of lower
labor costs, demand for new parts development and more
stable customers. Additionally, many large foreign-owned
automakers are expanding their North American production
capability, creating additional opportunities for parts
suppliers.
The industry can expect a surge of demand for its most
advanced products in the five years to 2018. Regulators are
steadily tightening the scope of emissions regulations; new
regulations create demand for the industry as automakers'
work with suppliers to develop new system technologies and
designs. For example, fuel economy standards are set to
increase from 27.3 miles-per-gallon (mpg) for the 2013 model
to 38.0 mpg for the 2018 model. Automakers will only meet
these standards by working with industry participants and
increasing their offerings of small vehicles and alternatively
fueled drivetrains. The success of electric vehicles will begin
diminishing the exhaust system segment of this industry,
though it will introduce entirely new component systems.
Alternatively, growth in sales of "clean diesel" powertrain
offerings (currently limited to German automakers in the
United States) will likely have an opposite effect on exhaust
system demand, creating significant demand for carbon
dioxide-reducing devices, such as Delphi's selective catalytic
reduction system. The Environmental Protection Agency is
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considering expanding emissions regulations to cover carbon
dioxide for the 2013 to 2018 models, which would require
substantial modifications to most vehicles' exhaust systems.
These new regulations will breathe new life into the industry.
Capacity growth
Increasing domestic automobile production and anticipated
regulatory tightening will put pressure on industry operators
to increase their own production capacity. In the wake of the
recession, companies have been slow to rehire workers or
reopen idled factories. As orders continue to climb, industry
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participants will need to expand in order to meet the demand.
Companies will have to overcome their reluctance by
increasing hiring and reopening factories. The number of
manufacturing establishments is forecast to grow at an
annualized rate of 1.2% to 1,611 in the five years to 2018.
Over the same period, the number of jobs in the industry will
grow an average annual rate of 2.0% to about 127,974. While
these capacity increases will drive up costs, the substantial
rise in revenue is expected to make up for this. To this end,
industry profit is expected to slightly increase from to 4.8% in
2013, to 5.0% in 2018.
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Outlook for Aerospace
In the five years to 2018, a backlog of orders for Boeing and
Cessna will help production continue at a high rate. While
some orders may get canceled in the wake of economic
uncertainty, cancelations will remain rare, given the
superiority and benefits of current technology in new aircraft.
In particular, increased fuel efficiencies have driven fleet
replacements and will likely continue to do so in the next five
years. In 2014, industry revenue is expected to grow 2.2%,
followed by a 3.2% revenue increase in 2015. Growth will be
minimal after 2015, and as a result, industry revenue during
the five years to 2018 is forecast to increase at an annualized
rate of 1.8% to total an estimated $204.0 billion.
A significant component of the industry's future success lies in
the client base of Boeing, an industry leader. After production
delays stalled the introduction of the 787 Dreamliner during
the five years to 2013, battery failures in early 2013 caused
the global fleet of 787s to be grounded. In March of 2013,
Boeing made one of two test flights, intending to show the
issue has been resolved, but the reinstatement of the fleet
relies on future analysis, which was unavailable during the
latest publishing of this report. Instead of issuing discounts for
future 787 purchases to its customers, as Boeing initially
offered after the global grounding, customers such as All
Nippon Airways have demanded cash reimbursements
instead. Boeing is forecast to comply with this demand, and
the results will weigh on profit if other airlines follow suit.
Emerging markets
Boeing estimates that Chinese airlines could be running more
than 3,200 large passenger jets by 2025, up from about 600 in
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2007. The company also forecasts that the total volume of
Chinese air transport will grow at an annualized rate of 9.3%
during the next two decades, which is more than double the
global average. According to Boeing, China's airlines will need
2,612 new aircraft worth $213.0 billion within the next 20year period.
The newly liberalized aviation market in India is also expected
to be a fertile battleground for commercial jet manufacturers.
Successful start-up airlines, such as Bangalore-based Air
Deccan, and a number of budget carriers, are looking to
expand as India's air travel market grows at an annualized rate
of 25.0%. Deregulation of the aviation market in India has
helped brighten the outlook for commercial jet planes. For
instance, the ceiling for foreign institutional investment in
Indian airlines has been lifted from 40.0% to 49.0%, and
private domestic carriers are permitted to serve international
destinations. Further, the Indian federal government has an
open skies agreement with the United States, which allows
unrestricted access to airlines from each country. The Indian
government has also signed agreements that will increase
flights to the United Kingdom, China and Qatar.
Military contracts locked and loaded
Lockheed Martin is developing the F-35 Lightning II with a
potential value of $200.0 billion. The company will build as
many as 3,000 warplanes to replace US Air Force, Navy and
Marines fighter jets (F-16, A-6 and F-14), as well as the GR-7 in
Britain's Royal Navy. Other military aircraft in various stages of
development include Lockheed Martin's multibillion-dollar F22 Raptor program, which will replace F-15s; large transports
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to replace C-130s; and new bombers, helicopters and
refuelers.
Profit and participation
Profit is projected to increase in the five years to 2018,
buoyed by new aircraft models that improve fuel efficiencies.
As new aircraft come to market, they will feature new
technologies and command higher margins, leading to an
increase in profit. The regional aircraft market is also forecast
to release new designs and models during the period, further
contributing to profit growth. Wages are anticipated to
increase marginally, at an annualized rate of 0.2% through

2018 to total $24.5 billion, which will be driven by companies
investing into research and development to improve aircraft,
engine and parts performance.
Profit will likely decrease slightly in the military sector as
increasing program collaborations among allied nations splits
the risk associated with new developments (e.g. F-35
Lightning Strike II and Joint Strike Fighter). As a result,
manufacturing such products will mean lower margins for
companies. The mounting US budget deficit may also reduce
the potential margins expected by prime contractors.

Sources: Car & Automobile Manufacturing in the US, IBISWorld Industry Report, May 2013; SUV &Light Truck Manufacturing in the US, IBISWorld Industry
Report, April 2013; Automobile Engine & Parts Manufacturing in the US, IBISWorld Industry Report, December 2012; Automobile Electronics Manufacturing in
the US, IBISWorld Industry Report, March 2013; Automobile Steering & Suspension Manufacturing in the US, IBISWorld Industry Report, July 2012; Automobile
Brakes Manufacturing in the US, IBISWorld Industry Report, April 2013; Automobile Transmission Manufacturing in the US, IBISWorld Industry Report,
December 2012; Automobile Interior Manufacturing in the US, IBISWorld Industry Report, January 2013; Automobile Metal Stamping in the US, IBISWorld
Industry Report, November 2012; Auto Parts Manufacturing in the US, IBISWorld Industry Report, May 2013; Aircraft, Engine & Parts Manufacturing in the US,
IBISWorld Report, April 2013; Dun & Bradstreet and Applied Marketing Sciences, LLC.
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Biotechnology
Definition
Firms in this industry manufacture and research pharmaceutical products and medical devices.
Primary NAICS Codes
32541 Pharmaceutical Mfg
33911 Medical Device Mfg
54171 Scientific Research & Development
Representative Companies
 Merck and Co., Inc.
 Medtronic
 General Electric Company
 St. Jude Medical
 Pfizer, Inc.
 Amgen
 Johnson & Johnson
 Teva Pharmaceutical Industries
 Actavis, Inc.
 Sandoz, Ltd.
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Industry Vitals
NAICS

Description

Revenue
($bn)

Profit
($bn)

Annual
Growth
Past 5
Years
(%)

Annual
Growth
Next 5
Years
(%)

Revenue
per
Employee
($'000)

Wages
% of
Rev

Emp.
per
Estab

160.6

32.3

-2.3

1.9

880.8

12.7

155

111,750.1

32541b Generic Pharma Mfg

44.7

6.6

5.7

6.4

992.0

11.0

33.5

109,115.9

32541c Vitamin & Supplement Mfg

14.0

2.1

5.7

2.4

504.3

15.3

70.1

76,945.8

33911a Medical Instrument Mfg

91.7

9.8

1.5

3.9

352.7

17.4

15.1

61,279,4

6.1

0.9

-0.5

2.7

274.9

17.9

39.4

49,200.4

119.2

3.1

2.7

4.4

186.7

54.6

43.9

101,932.2

32541a Brand Name Pharma Mfg

33911b Glasses & Contact Lens Mfg
54171 Scientific R&D

Average
Wage ($)

Key External Drivers for Pharmaceuticals
 Federal funding for Medicare and Medicaid
 Prescription drug coverage is offered to everyone with Medicare. Similarly, all states currently provide coverage for
outpatient prescription drugs to all categorically eligible individuals and most other enrollees within their Medicaid
programs. As Medicare and Medicaid funding increases, industry products become more affordable for consumers
who gain prescription drug coverage. As a result, demand for brand name pharmaceuticals and medicine increases.
Federal funding for Medicare and Medicaid is expected to increase strongly in 2013, representing an opportunity for
the industry.
 Median age of the population
 More than 90.0% of seniors and 58.0% of all adults rely on a prescription medicine on a regular basis, according to the
Agency for Healthcare Research and Quality. Typically, older individuals are more likely to contract illnesses and agerelated diseases. As the US population ages, more people will demand industry products for treatment. The median
age of the US population is expected to increase slowly during 2013.
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 Number of people with private health insurance
 Private health insurance can provide coverage for prescription drugs. As private health insurance increases, industry
products become more affordable for consumers who gain prescription drug coverage. As a result, demand for brandname pharmaceuticals increases. The number of people with private health insurance is expected to increase slowly
during 2013.
 Regulation for the Brand Name Pharmaceutical Manufacturing Industry
 The industry is subject to many regulations, with numerous governmental policies influencing the manufacturing,
pricing and marketing of industry products. Heightened compliance requirements place additional budgetary
pressures on industry operators, reducing the average profit margin. Industry regulation is expected to increase
slowly during 2013, posing a threat to the industry.
 Research and development expenditure
 Brand name pharmaceutical manufacturers' expenditure on research and development (R&D) correlates to the
number of new drugs released. In the private sector, R&D is complemented by health-related research funded by the
public sector – most of it through the National Institutes of Health (NIH). As R&D increases, the industry has more
opportunities to discover products that generate revenue. R&D expenditure is expected to increase slowly during
2013.
Key External Drivers for Medical Devices
 Number of physician visits
 Hospitals are one of the industry's major markets. As such, when more individuals visit physicians, demand for
medical devices increases. This driver is expected to increase during 2012, resulting in a potential opportunity for the
industry.
 Federal funding for Medicare and Medicaid
 Health coverage is an important determining factor when patients and doctors choose among various treatment
options. Medicare coverage is particularly significant in that it directly affects how much patients have to pay for
industry products and how much operators will receive in payments from Medicare. This driver is expected to
decrease slowly during 2012 and is a potential threat for the industry.
 Number of adults aged 65 and older
Applied Marketing
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 The US population is aging rapidly, and greater life expectancy has increased the incidence of age-related illnesses. An
aging population means that demand for medical treatments will increase. This driver is expected to increase over the
short term.
 Total health expenditure
 Public healthcare funding increases the income available for replacing equipment and supplies, contributing to
demand for industry goods. This driver is expected to increase over the short term.
 Number of people with private health insurance
 Private health insurance provides insured patients with a larger choice of doctors and better ability to pay for
healthcare services. As the number of people with private health insurance rises, demand for medical equipment and
supplies increases. This driver is expected to increase slowly over 2012.
 Price of plastic materials and resin
 Many medical instruments and supplies use plastic injection molding techniques, making plastic a significant input
into production. As the cost of plastic rises, industry profitability will suffer if manufacturers are not able to increase
the price of goods sold. This driver is expected to increase slowly over 2012, potentially threatening the industry.
Key External Drivers for R&D
 Research and development expenditure
 The total amount of research and development (R&D) funds spent by private companies and the federal government
affects industry revenue. Increasing R&D expenditure across the economy generally leads to more business being
outsourced to companies in this industry, increasing revenue. Government tax incentives encourage R&D expenditure
by corporations as well. Research and development expenditure is expected to increase slowly during 2013.
 Demand from healthcare and social assistance
 The healthcare sector represents a significant source of demand for industry services. A rapidly aging population and
an obesity epidemic are resulting in more cases of chronic illnesses like heart disease, diabetes, cancer and sleep
apnea. In turn, a higher share of the population with serious health conditions is spurring demand for new healthcare
and social assistance products and services. This driver is expected to increase during 2013, representing a potential
opportunity for the industry.
 Yield on 10-year Treasury note
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 High interest rates are prohibitive to investment in this industry because investors are more likely to take advantage
of high rates and keep money in the bank. Additionally, high interest rates make borrowing for R&D projects more
expensive and may prohibit the financing of some industry endeavors. Conversely, lower interest rates encourage
R&D investment and funding. This driver is expected to increase during 2013.
 Demand from biotechnology
 Over the past five years, government funding has increased for biotechnology R&D, including stem-cell research and
biofuel initiatives intended to develop alternative energy sources in response to soaring oil prices. Strong
biotechnology growth has led to increased demand for scientific R&D related to biotechnology, benefiting the
industry. This driver is expected to increase during 2013.
Key Success Factors for Pharmaceuticals
 Establishment of brand names
 A reputable brand name is important to marketing success in the competitive branded pharmaceutical business. Drug
companies use several criteria in selecting a brand name, including how easy it is to remember and any subliminal
connotation of the drug.
 Undertaking pharmaceutical and medicine R&D
 The search for blockbuster drugs with high revenue potential has prompted companies to incur high R&D costs. In an
effort to discover and bring to market innovative products that address unmet medical needs, substantial
investments are made in R&D.
 Degree of globalization in the firm
 As the pharmaceutical industry becomes increasingly global, it is essential for industry firms to have access to foreign
markets and manufacturing facilities to help control costs and boost sales.
 Control of distribution arrangements
 Pharmaceutical distribution is highly complex and fragmented. Manufacturers seek to influence distribution in
manage pricing, quality and end-user data.
 Ability to alter goods and services produced in favor of market conditions
 The development of new pharmaceuticals must address unmet needs of the population. This is particularly true in
biologics, which develop immunizations and vaccines.
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 Undertaking generic pharmaceutical and medicine research and development
 Improving generic R&D capabilities and production capacity, with a focus on capturing more high-value, first-tomarket opportunities in key markets, can enhance a company's market position.
 Control of ingredient development
 Companies that control or own pharmaceutical production gain early access to high-quality active pharmaceutical
ingredients and can improve profitability, in addition to further enhancing R&D capabilities.
Key Success Factors for Medical Devices
 Having key contacts within key markets
 Access to distributors and end-users is essential to successful sales of products.
 Economies of scale
 Large companies are better able to spread fixed costs across several products, maintain negotiating power with
wholesalers and customers, and gain access to a greater pool of talent.
 Undertaking technical research and development
 Future revenue streams are based on significant investment in research and development, which can result in
successful product launches.
 Having a good reputation
 Customers' purchase criteria often include reliability and performance. Reliability of delivery and product
performance are particularly important given that a person's health can be at stake.
Competitive Landscape/Key Success Factors for Medical Devices
 Have a good reputation
 A reputation for quality research and development (R&D) is of great value when competing for research contracts.
 Provision of appropriate facilities
 Access to adequate laboratory, medical and military facilities and equipment is essential to R&D activity.
 Ability to effectively manage risk
Applied Marketing
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 Effective risk management will ensure that a research project will receive the necessary long-term funding.
 Must comply with government regulations
 Government regulation of the industry is high. Ensuring compliance is a time-consuming and expensive procedure.
 Having technology sharing arrangements with major players
 Consortiums of various industry players who pool their resources and expertise win many contracts in the industry.
Prospect Counts
NAICS
Code

Industry

32541

Pharmaceuticals

12,510

933

267

33911

Medical devices

31,411

849

179

54171

Scientific research & development

93,393

1,549

404

137,314

3,331

850

Total
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Total
Universe

Target Universe
(100+emps or
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Target
Universe
w/Growth
and/or events
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Outlook (Pharmaceuticals)
Pharmaceutical use varies by age and insurance status.
Consequently, overall demographic shifts, notably an aging
population, and healthcare reform's broadening of insurance
coverage will likely expand drug sales over the five years to
2018. During this period, forecasted revenue in the Brand
Name Pharmaceutical Manufacturing industry will increase
1.9% per year on average to $176.7 billion. Revenue is
projected to perform well in 2014 due to expanded health
insurance coverage, growing 1.1% over the year. However,
employment cuts are anticipated to continue through 2018 as
the industry persists with consolidation, albeit at a slowing
pace, and cost-cutting efforts. During the next five years, the
number of employees is projected to decrease at an average
annual rate of 0.1% to 181,619, while the number of
enterprises is anticipated to fall an average 0.2% per year to
906.
An estimated $290.0 billion of pharmaceutical sales worldwide
are at risk from patent expirations over the next five years,
according to data from EvaluatePharma. The significant
number of blockbuster drugs with expiring patents in
upcoming years will hurt industry revenue; without a strong
pipeline of chemical-based drugs to stimulate new product
sales, companies have already begun to invest in new ways to
generate revenue. Industry firms will particularly focus on
specialty and biologic pharmaceuticals.
Reform changes the playing field
The 2010 Patient Protection and Affordable Care Act (PPACA)
is anticipated to boost industry revenue while reducing some
profitability. The structure of health insurance and delivery of
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care will determine the size of the US pharmaceutical market
in the future. Over the next five years, the PPACA will
significantly expand prescription drug use. Additionally, a
health insurance exchange is planned to launch in 2014. This
exchange will provide a marketplace for health insurance that
will offer a choice of plans, establish common rules regarding
the pricing of insurance and provide information to help
consumers understand the options available to them. Thus, as
the uninsured are brought into insured status, pharmaceutical
spending is expected to rise proportionally. The millions of
new customers obtained through increased healthcare
coverage and Medicare and Medicaid benefits are anticipated
to bolster sales during the next five years.
The Obama administration enlisted industry support for
healthcare reform. In a deal between the federal government
and the Pharmaceutical Research and Manufacturers of
America (PhRMA), industry operators will pay $84.8 billion in
taxes and discounts over the 10 years to 2021 to fill the
Medicare coverage gap. In exchange, the White House agreed
to refrain from bargaining with the industry for lower drug
prices, importing drugs from Canada, pursuing Medicare
rebates or shifting some drugs from Medicare Part B to
Medicare Part D, all of which would have cost the industry
considerably. If the federal government holds to the
agreement, industry profitability may improve over the next
five years.
Nonetheless, with healthcare costs on the rise, an aging
population and healthcare reform a hot topic in the media,
insurance companies will amplify their efforts to limit drug
price increases and boost the use of lower-cost generics.
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Brand name pharmaceutical manufacturers, however, are
anticipated to maintain some of their pricing practices and
compete on the basis of clinical evidence and value. IBISWorld
forecasts that healthcare reform will ultimately pressure the
average operating profit margin down to 19.6% of revenue in
2018, slightly lower than the 20.1% margin in 2013.
More biosimilars to come
Among other changes, the signing of the PPACA has
established an approval pathway for generic biologic drugs, or
biosimilars, in the United States, ending one of the industry's
biggest uncertainties. In the years ahead, more brand-name
pharmaceutical companies are expected to continue investing
in biologics production, as well as other generic medicines and
drugs to offset the effects of the patent cliff.
The PPACA granted a 12-year exclusivity period for branded
biologics; however, the protection period is expected to be a

Applied Marketing

point of contention over the next five years. The federal
government has pushed for a seven-year exclusivity period in
order to reduce costs to Medicare and Medicaid as cheaper
generic biologics come to the market faster.
International trade expands
This industry will become even more globalized over the next
five years, as exports are projected to grow at an annualized
rate of 2.6% over the period to $44.3 billion. While the dollar
is anticipated to appreciate, demand from emerging
economies will further strengthen, and the overall recovery of
the global economy will bolster demand for pharmaceutical
products. In addition, imports are forecast to increase as
consumers and government organizations step up efforts to
find cheaper alternatives abroad. In the five years to 2018,
imports are forecast to grow an average 0.4% per year to
$74.0 billion.
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Outlook (Medical Devices)
The outlook for the Medical Instrument and Supply
Manufacturing industry is positive, with revenue forecast to
grow 3.9% per year on average through 2018 to $110.9 billion.
In 2014, forecast revenue of $96.4 billion will represent
growth of about 5.1%. Changing demographics, healthcare
reform and product innovation will shape the coming years.
The aging population is expected to have the most significant
effect on demand for medical supplies and instruments,
pushing up overall public and private health expenditure to
meet the needs of an older population. In contrast, possible
headwinds to industry growth include reduced hospital capital
equipment spending amid tight credit market conditions,
stressed government budgets and soft demand for elective
medical procedures.
Americans need medical instruments and supplies
The baby-boomer demographic is set to become the industry's
largest market. The number of US residents aged 65 and older
will increase an average 3.1% per year over the five years to
2018, reaching about 51.3 million people. In comparison, the
total US population is forecast to grow at an annualized rate of
0.8% over the same period. This trend indicates that people
aged 65 and older will constitute an increasingly significant
proportion of the population. As the population ages, more
healthcare services will be required, boosting demand for
industry products.
Changing tastes and preferences and a stronger economic
background will further increase elective surgery procedures.
The average age of people undergoing cosmetic procedures is
declining and the emergence of less-invasive surgeries is
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making them more attractive to people who were previously
skeptical. Plastic surgery procedures are more sensitive to
changes in per capita disposable income than other surgical
procedures because of their discretionary nature. IBISWorld
forecasts that per capita disposable income will increase at an
annualized rate of 2.3% over the five years to 2017, further
boosting demand for industry products.
Demand from emerging markets like China, India, Russia and
Brazil will further support product development. Though these
countries have been hit by the global economic downturn,
they will achieve higher economic growth than developed
countries. This growth will be accompanied by expanding
healthcare services. In effect, major industry players have
already shifted sales overseas, with US sales making up a
smaller percentage of total sales. This trend is projected to
intensify in the coming years.
Healthcare reform
On March 21, 2010, Congress passed the Health Care and
Education Affordability Reconciliation Act of 2010. As part of
this reform, an estimated 32.0 million Americans will gain
health insurance coverage by 2019. An insurance exchange
will be established in 2014, allowing individuals to compare
plan benefits and costs. Those who have qualifying low
incomes will receive government subsidies to purchase
coverage. This act is expected to benefit the industry because
more individuals will visit doctors and be able to purchase
medical devices and undergo surgeries.
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Healthcare reform will cost an estimated $940.0 billion over
the course of 10 years, according to the Congressional Budget
Office. To offset the costs imposed on the government, the act
imposes tax increases on certain classes and industries. One
such area is the Medical Device Manufacturing industry
(IBISWorld report 33451b). Effective as of January 1, 2013, a
2.3% excise tax was imposed on sales of medical devices. The
medical device excise tax will apply to devices ranging from
surgical instruments to bedpans. The Medical Device
Manufacturers Association is concerned about the tax's effect
on manufacturers' profit. The association argues that the tax
will stifle innovation and cut into budgets for research and
development (R&D) of medical devices.
New products on the horizon
Innovation and product development is the most important
source of industry growth. Despite the looming excise tax,
R&D budgets are expected to remain strong. This will bring
new products to market that tackle complicated needs.
Medical technology growth will remain largely undeterred
because of its indispensable nature. Furthermore, continued
industry consolidation will give many smaller manufacturers
access to substantial R&D budgets, driving innovation. Over
the five years to 2018, the number of firms is expected to
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decline at an annualized rate of 1.7% to 14,201. This trend will
help firms sustain operating profit margins as the industry
deals with the new excise tax associated with 2010's
healthcare reform.
Pricing pressures
Hospitals are increasingly acquiring doctors' practices, putting
physicians closer to hospital administrators who want to
control costs for pricey instruments and supplies. This means
that industry operators will likely lose some of their pricing
power over doctors.
Big industry operators like Johnson & Johnson and Covidien
can benefit as hospitals thin their lists of product vendors.
Smaller companies with less negotiating leverage, however,
will likely face significant downward pricing pressure and
struggle to maintain profitability as a result. By 2018,
operating profit is forecast to decrease moderately to 10.2%
of revenue, down from 10.7% in 2013. The large players'
broad product offerings may provide an initial advantage,
while hospitals neglect small and midsize firms. As a result,
there will be less room for small, innovative companies that
the big players frequently acquire and rely upon to add new
devices and boost sales.
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Outlook (Research and Development)
Returning business confidence is projected to drive industry
growth through 2018, although ongoing federal budget issues
have injected significant certainty into this forecast. Over this
five-year period, IBISWorld forecasts that industry revenue
will increase at an average annual rate of 4.4% to total $148.0
billion. Revenue in 2014 is projected to increase 5.5% as
private and public funding, primarily for defense and energy,
increases. While spending on research and development
(R&D) will likely fail to grow significantly before mid-2014,
sustained investment levels will continue to benefit the
industry.
With such a high dependence on government funding, the
industry's future performance is currently being threatened by
the sequestration of federal funds that took effect in March
2013. The sequestration could reduce federal R&D
expenditure by as much as $12.5 billion through 2013 if it
remains in effect, according to the Information Technology
and Innovation Foundation (ITIF). Over the long term, the ITIF
estimates that the effect of sequestration on research will cost
the US economy's GDP about $200.0 billion by the year 2021
in lost intellectual property, technology development and
productivity. Similarly, a study by the American Association for
the Advancement of Science estimates that the sequestration
could reduce federal R&D funds by $57.5 billion over the next
five years. However, IBISWorld expects that such uncertainty
will be resolved by the end of the year as both parties seek a
more moderate agreement. While 2013 may be a bleak year
for the industry, the dynamics of a hyper-competitive world
are expected to continue to drive both public and private R&D
spending over the next five years.
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Long-term growth, steady profit
Moving forward, companies will likely have more difficulty
finding investors for R&D because interest rates are expected
to increase gradually as the economy recovers. Still, the
industry is on track to experience long-term growth because
increasing corporate sponsorship is likely to accelerate once
business confidence returns to the US economy and corporate
profit expands. Some industries, like auto manufacturing and
pharmaceuticals, may perform the bulk of their research inhouse, but many companies from other industries are
prepared to pay external experts in the Scientific Research and
Development industry to conduct R&D on their behalf.
As different projects arise and new approaches to R&D are
adopted, enterprise numbers are anticipated to grow at an
annualized rate of 1.7% to total 13,046 in 2018. New
companies typically incur higher initial operating costs,
pressuring the industry's overall profitability. As such, profit is
forecast to remain stagnant, growing from about 2.6% of
revenue in 2013 to an estimated 2.7% in 2018. Employment,
meanwhile, is forecast to grow at an average rate of 1.8% per
year to total 699,018 people.
Geopolitics and demographics boost demand
Over the next five years, firms conducting research on the
management of disaster relief and emergency services, as well
as on biofuels, will enjoy increased demand. Defense and
homeland security research is also expected to benefit from
higher demand, as rising tension continues to define global
politics. Meanwhile, increasing oil prices will increase pressure
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on R&D firms to tackle the lack of access to oil reserves as well
as the environmental problems associated with nonrenewable
resources. This will increase demand for renewable energy
research, benefiting the industry.
The aging US population will increase demand for medical
products and, therefore, medical product R&D. The baby
boomer generation's movement into retirement (i.e. reaching
age 65 and older) will lead to a greater focus on medical
innovation. In 2013, an estimated 44.0 million people are 65
years of age or older. This number is projected to grow to 51.3
million people in 2018, representing an additional 7.3 million
elderly people that will increase demand for breakthroughs in
medical product R&D. Firms that focus on making
breakthroughs in these areas of growth will likely have the
most success in the coming years.
New technologies on the horizon
Nanotechnology, or the production of machines and devices
at the molecular level, will be one of the most important
strands of research for the next 10 years. This technology has
the potential to revolutionize a wide array of fields, including
medicine, warfare and communications. For example, a
significant development during the past five years was the 3D
tracking microscope, which enables scientists to better track

and understand particle movement and is facilitating
breakthroughs in microbiology and immunology.
Medical diagnostic imaging R&D is another growing field for
the industry because it is considered critical to successful
healthcare in the future. Diagnostic imaging R&D deals with
the development and introduction of equipment for speedy,
cost-effective and noninvasive medical diagnoses and
treatments. Such equipment is also linked to bio- and
nanotechnology research. As the implementation of
healthcare reform continues, pressure for healthcare
providers to produce cost-cutting technologies will likely
increase, raising demand for industry services.
The industry's materials technology segment deals with the
development of materials that can survive hostile
environments. This category includes devices that are used as
medical implants or in extreme conditions, such as deep areas
of the ocean, at ultra-high temperatures, in high radiation or
in corrosive situations. Materials technology R&D also involves
developing products that have greater strength-to-weight
ratios (e.g. carbon fiber). Energy-saving applications and
environmentally beneficial developments often come out of
this research and may stimulate substantial funding for the
industry in the future.

Sources: Brand Name Pharmaceutical Manufacturing in the US, IBISWorld Industry Report, March 2013; Generic Pharmaceutical Manufacturing in the US,
IBISWorld Industry Report, March 2013; Vitamin & Supplement Manufacturing in the US, IBISWorld Industry Report, April 2013; Medical Instrument & Supply
Manufacturing in the US, IBISWorld Industry Report, April 2013; Glasses & Contact Lens Manufacturing in the US, IBISWorld Report, April 2013; Scientific
Research & Development in the US, IBISWorld Industry Report, April 2013; Dun & Bradstreet; and Applied Marketing Sciences, LLC.

Applied Marketing

51 | P a g e

Office - Software/IT and Engineering
Definition
Companies within this industry design, develop and publish software for a variety industries, including video game, health and
medical, financial, insurance software, etc. This target also includes engineering services.
Primary NAICS Codes
51121 Software Publishers
51211 Motion Picture and Video Industries
54151 IT Consulting
54133 Engineering Services

Representative Companies – Aviation and Aerospace
 IBM
 Hewlett Packard
 Microsoft
 Oracle
 Fluor
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Industry Vitals
NAICS

Description

51121

Software Publishers

51211

Motion Picture & Video

54133
54151

Revenue
($bn)

Profit Annual Annual
($bn) Growth Growth
Past 5
Next 5
Yrs. (%) Yrs. (%)

Revenue
per
Employee
($'000)

Wages %
of
Revenue

Emp. per Average
Estab
Wage ($)

189.5

0.6

4.3

1.7

435.80

32.00

16.8

139,407.0

29.3

2.1

-2.8

2.5

351.50

20.10

13.2

70,680.7

Engineering Services

188.1

13.7

-1.2

2.9

178.90

45.60

6.7

81,572.2

IT Consulting

337.0

25.3

2.2

2.9

188.80

41.90

3.9

79,093.7

Key External Drivers for the Industry (Software)
 Private investment in computers and software
 Most software is purchased in conjunction with hardware, and software licenses are often tied to the number of
computers on which the software is installed. Thus, there is a direct correlation between investment in computers
and software publishing revenue. Investment in computers and software is expected to increase in 2013, mostly due
to rising demand from the business sector, representing an opportunity for the industry.
 Government consumption and investment
 The government is a major buyer of software. Cutbacks in government spending have a negative effect on software
sales, while an increase in government expenditures typically benefits this industry. Government spending is expected
to decrease in 2013, representing a potential threat to the industry.
 Per capita disposable income
 Software is a voluntary purchase for most consumers. When their incomes shrink, they are less likely to purchase new
software. On the other hand, when disposable incomes grow, consumers become more likely to purchase software.
Per capita disposable income is expected to increase in 2013.
 Corporate profit
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 When corporate profit is high, firms are more likely to spend on capital goods like software, though such spending
usually lags behind corporate profit growth by nine months. When profit shrinks, however, IT spending is one of the
first expenditures to be cut. Corporate profit is expected to increase over 2013.
 Demand from video games
 Video game software is a thriving subcategory of software publishing. Increased sales of video game console systems
drives higher video game sales, benefiting software publishers. Conversely, falling console sales leads to falling video
game software demand. Demand from video games is expected to increase during 2013.
Key External Drivers for the Industry (IT Consulting)
 Corporate profit
 The level of corporate profitability is positively correlated with demand for IT consulting services. As corporate profit
rises, companies feel more confident about making large, long-term investments, encouraging them to hire IT
consultants. Corporate profit is expected to increase in 2013, presenting a potential opportunity for the industry.
 Demand from finance and insurance
 Financial services and insurance companies constitute the greatest demand market for IT consulting. Companies in
both industries are responsible for large amounts of sensitive client and proprietary data, while financial firms in
particular require vast computing power for the execution of algorithmic trades. As a result, these industries rely on IT
consulting firms to determine appropriate methods of data storage and protection. When these service industries
expand, so do their database and security requirements. Demand from finance and insurance is expected to increase
in 2013.
 Private investment in computers and software
 Investment by private individuals in computer hardware and software generates demand for implementation
assistance and technical support from the IT Consulting industry. In particular, the increasing breadth and complexity
of software applications drive many consumers to seek the guidance of experts. As innovations in product offerings
stimulate private investment in computer systems, demand for support and assistance from this industry rises.
Private investment in computers and software is expected to increase in 2013.
 Government consumption and investment
 Because federal and state governments constitute 15.0% of demand for industry services, the industry is sensitive to
changes in government investment. Government agencies require the services of IT consultants in the areas of
Applied Marketing
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records management, security software, internet access and telecommunications infrastructure. Concerns over the
federal budget deficit result in slower growth for government investment, leading to less spending on IT consulting by
government agencies. Government consumption and investment is expected to decrease slowly during 2013, posing a
potential threat to the industry.
Key External Drivers for the Industry (Engineering Services)
 Corporate profit
 This industry provides engineering assessment, advisory and construction management services across the entire
construction sector. These services are particularly pertinent to heavy industrial construction, including oil and gas
facilities and chemical plants. The recent decline in this driver has inhibited revenue growth in the past five years. The
value of private nonresidential construction is expected to decrease slightly during 2013, posing a potential threat to
the industry.
 Value of utilities construction
 This industry provides services for heavy industrial construction projects, like power plants, railroads, highway and
bridges. Increased investment from the public sector into fixed capital construction generates greater demand for
engineering consulting services. The value of utilities construction is expected to increase in 2013, representing a
potential opportunity for the industry.
 Demand from building, developing and general contracting
 This industry provides engineering design and construction management services for building construction projects
like large-scale offices. Increased investment in commercial, institutional and industrial building construction can lead
to greater demand for engineering consulting services. Demand from building, developing and general contracting is
expected to increase during 2013.
 Demand from manufacturing
 The Engineering Services industry generates a significant proportion of revenue from activities in the manufacturing
and industrial market. Growth in manufacturing output generally increases capacity utilization, adding to demand for
engineering consulting services for adding new capital stock or configuring existing stock to increase efficiency.
Demand from manufacturing is expected to increase during 2013.
 Demand from mining
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 The industry generates a significant proportion of revenue from activities in the mining and mineral processing
market. Growth in domestic and global demand for mining commodities generally increases demand for engineering
consulting services regarding improving productive efficiency, exploration and new mine-site development. Demand
from mining is expected to increase during 2013.

Key Success Factors (Software)
 Undertaking technical research and development
 Software publishers spend large sums of revenue on research and development, leading to more innovative products
and a broader customer base.
 Protection of patents
 Software publishers frequently amass patents. These patents help maintain competitive advantages on key products
and are often used in legal disputes with other software publishers.
 Access to highly skilled workforce
 Software publishers employ highly skilled software developers who possess a very specific skill set and a capacity for
creativity. Software publishers frequently employ foreign nationals under the H1B visa program.
 Access to the latest available and most efficient technology and techniques
 The most successful software publishers take great care to ensure developers use industry best practices including:
systematic bug tracking, efficient code and thorough stability testing.
 Effective marketing
 Successful software publishers present their products in terms that are practical and attractive to their customers. A
poor marketing campaign can easily result in the failure of an otherwise good product.
 Having a high profile in the market
 Products in this industry can require significant investments and often must be purchased before the customer has
proof of their quality or effectiveness. Maintaining a high profile is a key to attracting customers in such an
environment.
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Key Success Factors (IT)
 Adoption of a commercial focus
 Highly technical and service-based industries, such as IT consulting, need to tailor their expertise to the clients' needs.
 Access to the latest available and most efficient technology and techniques
 Access to and an understanding of the latest hardware and software systems can be crucial to attracting clients in a
dynamic technological environment. Clients expect state-of-the-art service and equipment.
 Access to highly skilled workforce
 The industry is highly reliant on skilled labor, since computing power alone is insufficient to develop solutions for
clients' IT needs.
 Effective cost controls
 Ensuring that the project is within budget greatly contributes to a firm's reputation for performance. Clients tend to
enter into a project on an agreed budget, and so not meeting that standard can be deemed a failure.
 Good project management skills
 The client's project needs to be managed well and with good, clear and open lines of communication between the
firm and the client.
Key Success Factors (Engineering Services)
 Having contacts within key markets
 Firms must establish networks and a reputation among the key players in each market in order to be invited to
tender.
 Fast adjustments made to changing regulations
 Firms must understand and adapt to a changing regulatory environment
 Ability to compete on tender
 Successful firms are capable of winning contracts through tender while ensuring adequate cash flow without
compromising long term profitability.
 Ability to quickly adopt new technology
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 Technological advancements (production and construction technologies) impact the capacity of firms in this industry
to efficiently compete in most markets.
 Access to highly skilled workforce
 It is important that firms attract and retain a highly skilled workforce
 Marketing of differentiated products
 Firms must be able to undertake a broad range of engineering services
Prospect Counts
NAICS Industry
Code

Total
Universe

Target Universe
(25+emps or
$10m+ sales)*

Target Universe
w/Growth
and/or Events

51121 Software publishers

33,513

1,752

360

51211 Motion picture and video industries

59,434

877

88

141,731

3,871

777

69,884

341

31

304,562

341

1,256

54133 Engineering services
54151 IT consulting
Total
*54133 Engineering Services is 50+emps
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Outlook (Software)
The Software Publishing industry will continue to grow solidly
in the five years to 2018, with industry revenue forecast to
increase by 1.7% annually to $206.5 billion. Constantly
improving technology and falling hardware prices will
continue making computers, cell phones, video games and
ultimately software more accessible to more people.
Businesses will continue to use information technology (IT) to
increase efficiency. A major feature of the Obama
administration's healthcare reform plan, passed in 2010, is tax
incentives for health insurers and medical professionals to
switch from paper- and folder-based record systems to digital
records. In a wide range of industries, basic competence with
software will become a prerequisite to employment. In 2014,
IBISWorld projects industry revenue to grow by 3.7% to
$196.5 billion.
While improving technology and falling hardware prices bring
the digital world to the masses, they will also change the
landscape of software publishing. Software publishers and
technology companies are anticipating an accelerated move
toward "cloud computing," in which storage and computing
tasks are handled by networked machines (often servers in a
data center owned by the service provider) rather than at the
point of consumption. This technology will greatly expand
software capabilities on platforms that were previously
limited by hardware but not connection speeds, particularly
mobile phones. Businesses and consumers alike have already
embraced cloud computing services, such as Google's Gmail
and Salesforce.com's customer relationship management
(CRM) platform. This shift will favor the industry's major
players who have the resources to make the large-scale
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hardware purchases necessary to run a cloud computing
service. This activity is expected to drive industry
consolidation, with firm numbers falling an average 0.6%
annually in the next five years to reach 18,998 in 2018.
New business models
The traditional software publishing business model, in which
publishers periodically release new software versions for
customers to purchase, is being replaced by a host of
alternative models. Subscription-based business models,
including software as a service (SaaS) and cloud computing,
produce more stable cash flows than the traditional developand-release format. Furthermore, SaaS-type business models
improve security by allowing the software publisher to release
incremental updates that install automatically; with traditional
antivirus programs, security is compromised because users
have to install updates themselves, which they often fail to do.
In some software product niches, open-source software (OSS)
will become the norm in the next five years. OSS is software
that makes the underlying programming code available to
users so that they can read it, make changes to it and build
new versions. Growth in revenue from OSS will lag behind the
growth in distribution of OSS because distribution of OSS is
often free, resulting in an accentuated displacement of
proprietary software. OSS, such as the Linux operating system,
will threaten some proprietary software, such as Windows,
but will also promote interoperability and new software
developments. For instance, Sun Microsystems, a major
developer of open-source systems, recently entered into an
agreement with Microsoft that was intended to enable
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greater interoperability between the two companies'
products. Legal requirements are forcing Microsoft to
unbundle application software from its PC operating system
and to offer interoperability information on its PC operating
system to competitors. Since 2005, Microsoft has released the
file formats used in its Office suite under OSS licenses.
Increased use of OSS will help bring web and software content
into the living room, where interoperability is a major concern
due to variations in equipment used.
Converging competition
The ongoing shift to software delivered online, from SaaS to
cloud computing, is bringing in competition from outside
traditional software publishing. Google, the largest search
engine, already offers free web-based alternatives to
Microsoft's Office productivity suite, called Google Docs.
Google derives the vast majority of its revenue from
advertising and routinely offers products and services for free
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to increase advertising potential. Google will almost certainly
expand its free software offerings, which will be detrimental
to publishers of similar proprietary software. Amazon, an ecommerce company, and Rackspace, a server hosting
company, are leveraging their assets with cloud computing
services. Both companies are billing their services as "utility
computing," where customers can simply rent computing
resources. This increased external competition is not expected
to have a downward effect on industry-wide profitability, but
it will smooth revenue volatility within product segments. The
SaaS business model will change revenue patterns away from
periodic spikes associated with new version launches toward
stable subscription revenue. In addition, as software
publishers continue to release more and more of their
products over the internet, rather than through sales of
physical media, they will need to purchase fewer and fewer
blank media tools (blank CDs or jump drives). This reduction in
cost will help profit to rise steadily in the five years to 2018.
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Outlook (IT)
With the continually improving US economy over the coming
five years, IBISWorld forecasts that IT Consulting industry
revenue will rise at an annualized rate of 2.9%. As IT
consultants' services continue to gain commercial acceptance,
revenue is expected to reach $389.4 billion in 2018. Also, gains
through 2018 will be tempered by declining public-sector
demand and increasing price competition.
Business confidence expected to recover
As US companies reorganize and expand in the wake of the
recession, IT consultants will be in demand. In 2014, revenue
is expected to grow 2.5%, driven by gradual improvements in
business confidence. From 2013 to 2018, corporate profit is
forecast to grow at an annualized rate of 4.5%; demand from
the finance and insurance sectors is expected to increase at an
annualized rate of 3.4% during the same period. Expanding
firms will seek the assistance of IT consultants to improve
operational efficiency. Over the same period, demand from
private companies (a small but significant proportion of the
industry's tech support revenue) is expected to pick up, with
private investment in computers and software forecast to
grow an annualized 6.7% during the next five years.
During the five years to 2018, Mergers and acquisitions (M&A)
activity is expected to accelerate in all industries as companies
find acquisition targets among the scores of firms bankrupted
in the recent recession. Companies that have been reluctant
to expand in an uncertain business climate will be better able
to do so in the coming years. As demand for IT consulting
increases, businesses will focus on how best to integrate
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newly acquired segments into existing information
infrastructure.
While private-sector demand rises, however, public-sector
demand is expected to slow. Over the next five years,
government consumption and investment is forecast to grow
at an annualized rate of 1.9%. As concerns about the national
deficit intensify, defense department spending will be largely
affected by budget cuts. Due to these cuts, there is an
anticipated severe drop in demand for large IT consulting
firms that operate primarily on contracts from the US
Department of Defense, such as Booz Allen Hamilton.
Industry consolidation
Recent innovations in cloud computing and storage will
provide the industry with a dynamic source of demand for
integrated systems into the next five years. Many IT directors
still have concerns about the security of their data within the
cloud. As industry innovators continue to address these and
other concerns, the commercial viability of integrated systems
will increase, augmenting demand over the next five years.
Due to the recent entry of many large multinational hardware
and software providers, though, the industry is anticipated to
experience a period of intense price competition and
consolidation. As a result of these trends, IBISWorld forecasts
that profit margins will remain steady at about 7.5% of
revenue from 2013 to 2018.
Just as larger firms will dominate in the integrated systems
market, major companies are likely to expand their expertise
in the niche IT market serving the healthcare sector. Among
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the many aspects of recent healthcare reform affecting IT
consulting, the proposed all-digital health record database
gives IT consultants opportunities to design a new system
architecture. Given the size and geographical spread of
healthcare companies, large IT companies with nationwide
presences and capabilities will be at a clear advantage in
bidding for future contracts, giving major companies a strong
incentive to increase their expertise in this area through
expansion.
At the same time, the mature market for IT technical support
will experience sluggish growth and continued price
compression. Improvements in the user interface of IT devices
have made it easier for individuals to repair their own
systems, while technological improvements in router and
server technology have increased automation of network
management services. These developments have put some
technical support providers out of work over the past five
years. This trend is expected to continue through 2018,
restraining growth in consumer and small-business demand
for IT support.
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Nonemployers and industry employment
Over the next five-year period, the share of nonemployer
revenue in the industry is expected to decline, further
increasing market share concentration. Although smaller firms
will continue to enter the industry due to low barriers to entry
and strong profit for successful start-ups, growth in the
number of firms is forecast to slow to an annualized rate of
0.9% and total 451,972 in 2018.
The majority of employment growth over the five years to
2018 will be concentrated in larger, more profitable firms. At
the same time, employment is expected to increase at an
annualized rate of 1.6%. As independent contractors gradually
exit the market and high productivity employers grow,
employment will naturally shift toward higher-paying jobs. At
the same time, competition between major companies will
intensify, causing top firms to offer wages for highly skilled
computer science graduates. From 2013 to 2018, the average
industry wage is projected to increase from $79,094 to
$81,536.
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Outlook (Engineering Services)
In the five years to 2018, revenue in the Engineering Services
industry is forecast to increase at an average annual rate of
2.9% to $217.4 billion. The industry will experience relatively
slow growth in 2013 as engineering firms struggle to increase
the number of projects in their backlog. Demand conditions
will strengthen in 2014, however, boosted by an improvement
in private fixed-capital investment, increased industrial
production and improving business sentiment.
Improving economic conditions will support demand for
project design, construction management and procurement.
The value of nonresidential building construction is projected
to increase at an annualized rate of 6.1% over the next five
years. Similarly, demand from building, development and
general contracting is anticipated to rise at an average annual
rate of 8.0% during that time. Growth in service exports is also
expected to boost demand for the industry, supported by the
gradual recovery in investment in infrastructure projects in
the Middle East, the Asia-Pacific and South America.
Improving Performance
In the short term, many businesses will likely be wary of
committing to large projects until sustained signs of economic
recovery are apparent. This factor is expected to lead to a
shortage in the number of projects in firms' pipelines.
Nonetheless, the industry's downstream markets are expected
to strengthen; as a result, IBISWorld forecasts industry
revenue will rise 4.6% to $196.7 billion in 2014. A slow
financial incline will take place before a more substantial
upswing anticipated in 2014, when the value of nonresidential
construction is expected to increase 9.8%. As the economy
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continues to improve, firms will be able to increase the
number of projects planned for the five years to 2018.
Demand for the Engineering Services industry is forecast to
improve slightly across all key downstream markets in 2014,
before showing stronger growth during the remainder of the
next five years. The solid pace of industry expansion will be
supported by the return of investment into electric-power
infrastructure and communications markets, which
experienced many delays over the past five years. The power
generation market should be particularly robust as the
emphasis on developing clean energy continues to rise.
Several other factors will boost demand for the Engineering
Services industry during the five years to 2018, including
growth in downstream demand from building, developing and
general contracting, which is forecast to nearly reach
prerecession levels by 2018. Furthermore, private fixed-capital
expenditure is also expected to rise, driving up demand for
engineering design and process-management services on the
planning and installation of industrial equipment. Such
expenditure is also expected to raise demand for asset
management services for the maintenance and operation of
existing plants. The continued globalization of the industry will
also support demand for services outside the United States,
despite a decline in earnings from activity in Iraq and
Afghanistan.
Profit Margins Widen
Rising demand will likely help the industry build on solid profit
performance during the next five years. The average profit
margin for large-scale engineering firms will widen as they
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continue to provide more multidisciplined services and
leverage their financial and technical resources, most notably
through joint ventures and consortiums. In turn, growth in
profit margin will draw new firms into the industry. Many of
the sole proprietors that left the industry during the recession
will also return as demand increases. In the five years to 2018,
the number of firms operating in the Engineering Services

industry is forecast to increase at an annualized rate of 2.1%
to 160,918. Similarly, wages are expected to grow at an
average annual rate of 2.7% in the five years to 2018,
reflecting average annual growth of 2.4% in industry
employment. Nevertheless, wages as a proportion of revenue
are expected to decline slightly, aiding the industry's profit
margin expansion.

Sources: Software Publishing in the US, IBISWorld Industry Report, March 2013; Movie & Video Production in the US, IBISWorld Industry Report, April 2013; IT
Consulting in the US, IBISWorld Industry Report, April 2013; Engineering Services in the US, IBISWORLD Industry Report, June 2013; Dun & Bradstreet; and
Applied Marketing Sciences, LLC.
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Office - Financial/Shared Services and Data Centers
Definition
Firms in this industry provide a variety of support through the consolidation and centralization of multiple services such as inbound
customer service support, financial processing, human resources, etc. This industry also includes data centers.
Primary NAICS Codes
52211 Commercial Banking
52221 Credit Card Issuing
52232 Credit Card Processing and Money Transferring
5231 Securities and Commodity Contracts Intermediation and Brokerage
5239 Other Financial Investments
5241 Insurance Carriers
5611 Office Administrative Services
5614 Business Support Services (including call centers)
5182 Data Processing, Hosting and Related Services
Representative Companies
 Bank of America Corporation
 J.P. Morgan Chase & Co.
 Ameriprise Financial Inc.
 MetLife Inc.
 Wellpoint Inc.
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Industry Vitals
NAICS

Description

51821 Data Processing

Revenue
($bn)

Profit Annual Annual
($bn) Growth Growth
Past 5
Next 5
Years
Years
(%)
(%)

Revenue
per
Employee
($'000)

Wages
% of
Rev

Emp.
per
Estab

Average
Wage ($)

83.8

10.1

2.4

3.0

391.1

18.4

4.2

71,888.1

635.6

127.1

3.2

5.0

321.3

26.3

23.2

84,477.4

52221 Credit Card Issuing

50.8

3.7

-4.0

5.1

737.2

9.6

198.1

70,992.3

52232 Credit Card Processing

55.7

5.4

2.6

4.8

432.9

15.5

24.1

66,941.5

52311 Investment Banking

149.5

22.3

2.8

3.2

1,384.3

22.7

9.7

314,151.9

52312 Securities Brokering

107.3

13.9

6.8

3.4

356.2

35.9

6.8

127,802.5

52392 Portfolio Management

180.1

38.2

-0.8

2.9

826.6

23.4

13.9

193,163.3

49.2

8.8

4.1

4.1

199.4

49.8

1.8

99,314.9

52411a Life Insurance & Annuities

934.4

71.9

-1.7

3.4

2,686.3

3.5

42.0

94,962.6

52411b Health & Medical Insurance

741.6

38.6

3.2

5.0

1,847.7

4.4

97.6

81,970.1

52412 Property, Casualty & Direct
Insurance

496.4

62.1

-2.4

0.4

777.4

10.4

30.4

80,551.6

52413 Reinsurance Carriers

37.6

9.2

1.7

1.1

2,100.1

5.5

27.3

116,051.4

56111 Human Resources & Benefits
Administration

59.2

7.3

0.6

3.6

83.7

63.14

2.91

52,847.8

56142 Telemarketing & Call Centers

18.0

0.6

-0.6

3.4

38.2

65.0

28.5

24,820.9

52211 Commercial Banking

52393 Financial Planning & Advice
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Key External Drivers for the Industry (Banking and Credit)
 Prime rate
 The prime rate refers to the interest rate banks charge to their most creditworthy and largest corporate customers.
Industry revenue comes from the spread between the federal funds rate and the prime rate, along with the interest
rates banks charge to the rest of its customers. While a low prime rate usually boosts loan demand under nonrecessionary conditions, a higher rate causes banks to realize higher net interest income and revenue. This driver is
expected to remain flat over 2013.
 Aggregate household debt
 Aggregate household debt includes all outstanding credit market debt held by consumers, including credit card debt,
mortgages, personal loans and other debt. Industry interest revenue increases when consumers choose to borrow
more money from banks and hold higher debt levels. This driver is highly correlated to consumer sentiment, which
affects the level of debt consumers choose to hold. Household aggregate debt is expected to increase slowly over
2013.
 Corporate profit
 Businesses are the largest consumer group for commercial banks. Business sentiment and corporate profit determine
demand for credit, the quality of lending portfolios and the level of financing transactions. Therefore, an increase in
corporate profit will positively affect commercial banks by increasing commercial loan demand and transaction fees.
Corporate profit is expected to increase over 2013, representing a potential opportunity for the industry.
 Regulation for the banking sector
 Because the US banking system depends on consumer trust in banking institutions, the commercial banking industry
is highly regulated. New legislation passed since the 2008 financial crisis puts limits on banking fees, introduces new
regulatory oversight and forces banks to hold higher capital reserves. Lower fees hurt industry profit, higher capital
reserves leave banks with less money to lend out and new oversight increases compliance costs. All these factors will
negatively impact future industry revenue and profit. Regulation is expected to increase over 2013, posing a threat to
the industry.
 Households earning over $100,000
 Consumers use credit cards as a substitute for cash and checks when making purchases. Increased household wealth
will affect the balance outstanding. This driver is expected to increase slowly over 2012, indicating a potential
opportunity for the industry.
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 National unemployment rate
 A rise in the unemployment rate results in increased risk of delinquency on outstanding credit card balances. A
decline in the unemployment rate often results in greater spending on credit cards, lifting the amount of revolving
credit outstanding. This driver is expected to decrease slowly over 2012. Because the unemployment rate is not
expected to decline substantially, it is a potential threat to the industry.
Key External Drivers for the Industry (Investment and Portfolio Management)
 MSCI world index
 A large share of industry assets under management (AUM) is invested in world stock markets. Changes in world share
prices impact the value of AUM, affecting management and performance fees, in turn. Higher world share prices drive
up industry AUM and the fees on these assets, which constitute industry revenue. This driver is expected to increase
over 2013, creating a potential opportunity for the industry.
 Yield on 10-year treasury note
 Interest rates (Treasury bond yields) influence the level and movement of portfolio returns. Higher interest rates
increase fund returns from bonds and the value of industry AUM. On the other hand, since bonds are considered lowrisk (i.e. safe) investments used as a risk benchmark for investors, specific fund demand can fall if it underperforms
bond yields. This driver is expected to increase over 2013, but remain at a low level.
 Investor uncertainty
 A high level of investor uncertainty has a negative effect on this industry. When uncertainty is low, consumers will be
more likely to use the industry's services to manage their money and invest. This driver is expected to decrease over
2013.
 Personal savings rate
 The level of national savings determines the money available to invest. Therefore, it will influence the size of AUM
and the level of services demanded from this industry. This driver is expected to decrease over 2013.
 Regulation for the investment management industries
 Regulations and changes in legislation influence the level of activity in this industry. Heightened regulations create
additional compliance costs and limit investing activities, hampering industry profitability and revenue. Compliance
costs associated with regulation are expected to increase over 2013.
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Key External Drivers for the Industry (Insurance)
 MSCI world index
 A large share of industry assets under management (AUM) is invested in world stock markets. Changes in world share
prices impact the value of AUM, affecting management and performance fees, in turn. Higher world share prices drive
up industry AUM and the fees on these assets, which constitute industry revenue. This driver is expected to increase
over 2013, creating a potential opportunity for the industry.
 Median age of population
 The industry is trending toward a more affluent market as it emphasizes the uses of life insurance and annuities as
retirement, estate planning and tax-preferred products. As a result, demand increases as the average age of the
population rises. Demand for health insurance also grows as the population ages, due to the fact that older
individuals require greater healthcare. This driver is expected to increase slowly during 2012, making it an opportunity
for industry growth.
 Number of employees
 Growth in the total workforce increases demand for industry products and services. It does this directly through
employer-sponsored group insurance and annuity programs and indirectly as more workers demand a greater
number of individual life insurance and annuity products. This driver is expected to rise, but it will only increase slowly
during 2012, making it a threat to industry growth.
 Yield on 10-year Treasury Note
 About two-thirds of property and casualty investment income is related to fixed-income securities, which are affected
by interest rate movements. High interest rates allow insurers to generate greater investment income for credit
market instruments. At the same time, an increase in interest rates weakens bond prices and eliminates opportunities
for capital gains on existing debt, but this factor is outweighed by higher coupon rates. This driver is expected to
decrease during 2012.
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Key External Drivers for the Industry (Call Center)
 Corporate profit
 As corporate profits rises, clients are able to increase their spending on telemarketing services, which increasing
industry revenue. Currently, corporate profits are increasing, which lead to greater demand.
 Outsourcing
 To save on labor, many companies within this industry outsource their contracts overseas. Outsourcing is expected to
remain steady.
 Private investment in computers and software
 Telecommunications, IT and software companies account for a large portion of industry revenue. An increase in
private investment will boost industry demand. Currently, this driver is increasing.
 Demand from finance and insurance
 Finance and insurance companies use call centers for inbound customer service, card service and debt collection. As a
result, increasing demand in the finance and insurance sector will boost industry demand. This driver is increasing.
 Demand from ecommerce and online auctions
 Nearly a fifth of industry revenue comes from this sector. This driver is increasing.
Key External Drivers for the Industry (Processing)
 Demand from Internet publishing and broadcasting
 A significant portion of data center demand revenue comes from web hosting. As demand for hosting increases so
does the demand for data centers to supply the necessary infrastructure and support. This driver is expected to
increase over the short term.
 External competition
 External competition for the industry comes from corporations that provide for their own data processing and hosting
internally. Currently, firms are moving away from providing their own hosting, which will have a positive impact on
the industry.
 Percentage of services conducted online
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 This industry's role is largely to facilitate online transactions and services. A rise in percentage of services conducted
online indicates increased usage of the internet and data usage, which increases demand for the industry's services.
This driver is expected to increase over 2013.Private investment in computers and software
 Private investment in computers and software
 The industry is investing more resources in application service providers (ASPs). ASPs provide software as a service
(SaaS). SaaS involves using a server to remotely deliver software onto a desktop. ASP’s and SaaS are part of data
processing and hosting, so any investments in them will increase industry revenue. This driver is expected to increase
over the short-term period.
 Number of broadband connections
 The number of households with broadband connections represents consumer and business demand for electronic
transactions. While it is not the only factor, the number of broadband connections plays an important role in the
global shift from using cash and checks to using electronic processes, including credit cards, debit cards and
automated clearinghouse (ACH) systems. The number of broadband connections is expected to increase in 2013.
 Regulation for the Credit Card Processing and Money Transferring Industry
 Increases in regulation hurt industry growth and profitability because of higher transaction costs. The vulnerability of
consumer data, including credit card information and social security numbers, is expected to support regulation
increases as the government tries to ensure data is protected. Regulation for the Credit Card Processing and Money
Transferring industry is expected to rise in 2013, posing a potential threat to industry growth.
Key Success Factors (Banking and Credit)
 Access to the latest available and most efficient technology techniques
 Operators must be able to adopt the latest information technology (especially in delivery systems) that is costeffective to provide customers with the best possible service.
 Having an extensive distribution/collection network
 It is important to establish a network of customers (credit card banks) to distribute the products (credit cards) to
customers through a well-developed branch, online and mail network.
 Effective cost controls
 Firms must keep their operating costs down as increasing competition continues to squeeze profit.
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 Production of goods currently favored by the market
 Firms should focus on customers' needs. Carefully developing and introducing services that satisfy customers' needs
helps increase demand and in turn revenue.
 Marketing of differentiated products
 Credit card issuers must have the ability to market and deliver their products to consumers and affinity groups so as
to ensure they receive their endorsement and maintain their targeted customer base.
 Market research and understanding
 Understanding the needs of consumers and providing them with a product that meets their needs is crucial to
success.
 Having a good reputation
 A firm’s reputation is crucial to attracting new customers and retaining existing customers, and the effects of the
recession have made a firm’s reputation even more important.
 Membership of joint marketing/distribution operations
 Revenue models for commercial banks are based on selling a multitude of bank products to customers.
 Superior financial management and debt management
 Commercial banks need good processes for managing interest rates, foreign exchanges and operational risk.
Commercial banks must maintain a rigorous and conservative risk-management approach. Customer perception of
credit worthiness is important.
 Ability to raise revenue from additional sources
 Commercial banks need to be able to cope with slower lending growth by increasing noninterest income. Banks may
need to make an aggressive push to nontraditional products by providing other financial services.
 Economies of scale
 Reducing unit cost is a key driver of profitability. This has increased as more banks reach economies of scale through
increased merger and acquisition activity.
 Easy access for clients
 Having a strong branch presence throughout the United States makes it easier and more appealing for customers to
conduct business with a particular bank and creates more opportunities for banks to sell loans and other bank
products.
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Key Success Factors (Investing and Portfolio Management)
 Having an extensive distribution/collection network
 A large distribution network improves the ability to distribute products to clients. Portfolio managers will also enjoy
referrals from investment advisors, bankers and other financial services providers included in their distribution
network.
 Highly trained workforce
 Intelligent and experienced portfolio managers are highly sought after to manage assets. Most portfolio managers
have graduate degrees in economics or finance and some have additional professional designations like the Chartered
Financial Analyst (CFA).
 Having a high prior success rate (included completed prior contracts)
 Portfolio managers' reputations are often determined by past performance. Strong historical returns are no indication
of future returns, but they often impact the image of the portfolio manager.
 Having a good reputation
 Reputation is also impacted through strong brand names, the quality and availability of research reports and the
quality of customer service.
 Ability to adapt technology infrastructure to meet new compliance and reporting requirements
 New regulation will make it essential for firms to have the scalable technical infrastructure to accommodate the data
collection needed to meet reporting requirements
 Ability to offer new products and services to meet changing customer tastes
 In a customer-centric market, firm success depends upon its ability to reach profitable consumer segments with
personalized products and services to meet their specific needs.
Key Success Factors (Insurance)
 Having an extensive distribution/collection network
 An extensive network that covers hospitals, physicians and dentists is important for maintaining customer satisfaction
and managing medical benefit costs.
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 Having a good reputation
 A good reputation and image within the market is important to increase health membership levels.
 Ability to pass on cost increases
 Customer contracts are generally established in advance of the policy period. When determining the premium rates
to be charged, the plan provider must effectively underwrite risks related to future medical costs.
 Must comply with government regulations
 Insurers must comply with significant legislation on federal and state levels.
 Effective cost controls
 Keeping health costs in check is important for maintaining acceptable medical-benefit cost ratios and profit margins.
 Ability to raise revenue from additional sources
 Many of the larger industry participants generate income from administrative fees related to managed-care services.
Some companies also generate fee revenue for medical data management and IT solutions.
 Financial strength
 Insurers must maintain adequate capital to ensure compliance with prudential regulations. A strong capital position is
also important for expanding operations.
 Effective asset controls
 Cost efficient distribution channels and administrative systems are critical to provide competitively priced life
insurance products.
Key Success Factors (Call Centers)
 Ability to quickly adapt new technology
 Companies that use voice over internet protocol and web-enabled call centers can reduce costs, improve margins and
offer more services to clients.
 Ability to provide services in diverse locations
 Industry operators can gain an advantage if they are able to service clients in rural areas, where access to in-person
services and sales is difficult.
 Provision of superior sales service
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 As the number of incoming calls has declined, companies that cross-sell and up-sell clients’ customers have a
competitive advantage.
 Access to a multi-skilled and flexible workforce
 Operators must have a pool of suitable labor that can be trained and called upon in periods of elevated demand.
Similarly, low employee turnover reduces costs.
 Having a large supply contract
 In order to ensure steady revenue and cash flow, industry operators should have secure contracts with major clients.
Key Success Factors (Processing)
 Access to the latest available and most efficient technology and techniques
 Access to the latest available and most efficient technology allows companies to process more noncash payments at a
lower cost, which improves profitability and generates more revenue for industry players.
 Low operating costs
 Being able to minimize transaction costs is critical because it allows companies to be more competitive and increase
their profit margins.
 Use of specialist equipment or facilities
 Processing large volumes of payment transactions requires industry participants to use and have access to technology
and equipment that can successfully carry out these transactions.
 Ability to effectively change community behavior
 Providers of payment services heavily rely on the acceptance of emerging payment methods. The way they manage
these relationships and their responsiveness to the communities' needs is an integral component of their success.
 Comply with government regulations
 The ability to quickly change operations and procedures to adapt to increasing government regulation contributes to
a company's success.
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Prospect Counts
NAICS
Code

Industry

52211

Commercial banking

52221

Total
Universe

Target Universe Target Universe
(500+emps or
w/Growth
$20m+ sales)
and/or Events

104,155

2,451

685

Credit card issuing

65,749

694

115

52232

Credit card processing and money transferring

14,307

95

23

5231

Securities and commodity contracts

54,628

768

136

5239

Other financial investments

463,715

920

128

5241

Insurance carriers

57,533

1,695

276

5611

Office administrative service

246,699

1,009

200

5614

Business support services (call centers)

1,094,148

590

149

5182

Data processing, hosting and related services

34,131

253

56

2,135,065

8,475

1,768

Total
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Outlook (Banking and Credit)
The five years to 2018 will be drastically different from the
past five years for commercial banks. The economy will
continue to recover, helping bolster industry revenue, and
growth will be much less volatile. Commercial banks will
continue to benefit from government support, albeit with
some potentially strict new regulations. "Too big to fail" banks
will grow deposits at a faster rate than smaller savings
institutions, whose reputations were damaged by the many
bank failures that occurred from 2008 to 2012. During the five
years to 2018, the industry landscape will also change
significantly because of increased government oversight and
competition from nontraditional financiers.
Industry revenue will grow as the economy improves and as
the prime rate and loan demand rise. Over the next five years,
unemployment levels are projected to fall and per capita
disposable income is forecast to increase. As a result of
increased income and a relatively high personal savings rate,
there will be greater demand for investing cash in checking,
savings and other cash accounts. Therefore, banks will be able
to keep interest payments on these accounts low.

Applied Marketing

In the five years to 2017, credit industry revenue is projected
to grow at an average annual rate of 5.0% to $65.0 billion,
including estimated growth in 2013 of 7.4%. Growth in the
first half of the next five-year period will be supported by an
improving economy. Continued increases in revolving credit
will support growth in the latter half of the period; revolving
credit is projected to increase from $885.1 billion at the end of
2012 to $910.2 billion by the end of 2017. Industry profit is
also expected to grow during the next five years, coming off
major declines in 2008 and 2009.
Over the five years to 2017, credit will become more available
and firms will better manage the credit they issue to minimize
loan loss provisions and charge-offs. Loan loss provisions are
estimated to account for 26.3% of industry revenue in 2012,
but are expected to continue falling over the next five years. If
companies can better manage changes in loan loss provisions,
reductions will be reflected in their financial statements as
profit.
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Outlook (Investing and Portfolio Management)
Despite recent industry struggles, there are long-term trends
forecast to benefit the industry over the next five years. The
aging of the population in the United States and other
developed economies is assisting the growth of mutual funds,
pension funds and other collective investment schemes. As an
increasing share of the population approaches retirement age,
the value of assets in pension plans and other forms of
retirement savings is expected to increase. Interest rates,
effectively held down to zero by the Federal Reserve over the
past three years, will rise again, causing the value of industry
assets under management (AUM) to increase. The technologydriven globalization of the industry will also enable portfolio
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managers to continue the trend toward diversification into
emerging markets. IBISWorld estimates the MSCI World Index,
a measure of stock exchanges outside the United States, will
grow at an average rate of 9.0% annually over the five years to
2018. This growth will underpin strong portfolio performance
across actively managed funds, bringing in significant investor
inflows. These inflows, combined with bullish US capital
markets and falling consumer uncertainty, are projected to
raise industry revenue 2.2% to $184.1 billion in 2014. Over the
five years to 2018, IBISWorld projects that a 4.5% average
annual growth in AUM will drive industry revenue up 2.9%
annually to $207.7 billion.
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Outlook (Insurance)
The Life Insurance and Annuities industry has a bright future.
Growth in household wealth and incomes and the aging of the
population will boost demand for life insurance and annuity
products for asset protection and retirement purposes over
the next five years. Additionally, with governments struggling
to sustain social welfare programs, they will likely shift more
responsibility to households to plan for retirement and
manage their estates that will further underpin industry
growth. In the five years to 2018, industry revenue is forecast
to increase at an average annual rate of 3.4% to $1.1 trillion.
Growth is projected to start accelerating in 2014 as the
economic recovery takes a stronger hold in consumers' minds.
Revenue growth of 3.7% in 2014 will also benefit from
improving investment returns. In the later years of the outlook
period, insurers will likely benefit from strong financial
performance and interest rate increases as the economy
begins to stabilize and the Federal Reserve raises rates to
control inflation.
Profitability is also expected to rise in 2014 as insurers benefit
from a decline in delinquency rates and lower asset write-
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downs on mortgages and other debt-related securities. This
trend is important because many life insurers built up a large
portfolio of mortgage-backed securities (MBSs) and other
collateralized-debt obligations (CDOs) during the housing
boom. By 2018, the average industry profit margin is forecast
to reach prerecession levels of about 9.5%.
In the five years to 2018, the Health and Medical Insurance
industry's revenue is forecast to increase at an annualized rate
of 5.0% to $944.7 billion, including a 3.9% increase in 2014.
While IBISWorld anticipates that medical-cost inflation will be
the primary driver of this growth, increased demand for
medical insurance coverage is also expected to play a role. At
the same time, industry profitability is forecast to remain
under pressure, declining from 5.2% in 2013 to 4.1% by 2018
due to tighter government regulations, particularly once
healthcare reform takes full effect in 2014. Tighter profit
margins will likely inhibit insurers from hiring staff or
aggressively expanding operations. As a result, the number of
operators is forecast to fall at an average annual rate of 0.3%
to 911 over the five years to 2018.
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Outlook (Call Centers)
The Telemarketing and Call Centers industry is forecast to
increase its revenue at an average annual rate of 3.6% to
$20.5 billion over the five years to 2017. The industry will
benefit from a push by the Federal Communications
Commission (FCC) to create telemarketing and call center jobs
in the United States. Furthermore, increased demand in the
retail sector, along with improving financial and insurance
industries should drive greater demand for telemarketing
companies' services. In 2013, revenue is expected to grow
3.6% as continued improvement in consumer spending and
corporate profit boost demand for call center and
telemarketing services.
Improved conditions in key downstream industries are
expected to foster growth for the Telemarketing and Call
Centers industry over the next five years. Operators will
benefit from a continued rise in corporate profit, which is
forecast to rise at an annual average rate of 4.5% in the five
years to 2017 as the broader economy continues its recovery.
An increase in corporate profit leads major clients such as
AT&T and DIRECTV to spend on telemarketers in an effort to
solicit new business. Clients' efforts to grow customer bases
will be aided by rising consumer spending, forecast to rise at
an annualized rate of 2.8% during the five years to 2017. As
clients acquire more customers they will have a greater need
for call centers to provide customer service.
Slow profit growth
Operating profit margins for telemarketers and call centers
are forecast to improve slightly, but remain lower than their
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peak over the next five years. IBISWorld estimates that
average profit margins for the industry will rise to 3.8% of
revenue in 2018, up slightly from 3.5% in 2013. Profit margins
are expected to begin rising following the implementation of
the FCC plans, which will lower labor costs and make workers
more efficient; however, operators will spend more during the
next five years to implement these new technologies. With
the industry in the mature stage of its life cycle, major
companies may also see increased profit through
consolidation gains; IBISWorld forecasts the number industry
operators will fall at an annualized rate of 0.3% to 15,154
companies during the five years to 2018.
Over the past five years, firms in this industry have
increasingly relied on broadband technology, which allows
industry employees to easily work from home. The increasing
use of home-based agents is expected to continue during the
five years to 2017, aided by the operations of the FCC.
Furthermore, industry operators will increasingly rely on
cloud-based systems that enable industry operators to host
data on servers and only charge clients for what services or
applications their customers use, providing cost savings that
can be passed on to clients. Greater usage of other
technologies such as voice over internet protocol and webenabled call centers will continue to help decrease operational
costs in the long term as some services become more
automated and communications systems become cheaper.
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Outlook (Processing)
In the next five years, industry growth will be driven by several
factors: the desire to improve operational efficiencies in a
slow-growth environment; an increase in the expense of
providing IT resources internally; and a continued move of
large corporations' and internet-based firms' IT needs to third
parties. Consequently, the Data Processing and Hosting
Services industry's revenue is projected to grow at an
annualized rate of 3.1% to $94.5 billion in the five years to
2017. In 2013 alone, revenue is expected to increase 1.2% to
$82.2 billion.
Due to sustained economic uncertainty, nonindustry firms will
likely focus investment on products designed to improve and
streamline operations, which often come in the form of
adopting software that save time and improve efficiencies.
The difficulty of maintaining a data infrastructure capable of
monitoring, collecting and collating the data needed to feed
such software will push firms to use this industry's computing
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resources. Distributed networks of servers are complex to
install and maintain. They are also well outside the area of
expertise of most large firms. As such, many companies rely
on third parties to provide those resources, and IBISWorld
expects more firms to depend on those third parties over the
next five years.
One industry that has experienced growth in recent years is
the financial services sector. As growth expectations have
declined among asset managers, many institutional funds,
such as endowments and pensions, have moved their money
to hedge funds to achieve returns beyond what standard
market instruments like equities and bonds can offer. As the
performance of those funds largely depends on the speed of
computing resources, financial firms will increasingly require a
larger computer infrastructure to achieve growth. This trend is
expected to drive a significant portion of the industry's growth
in the immediate future.
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Outlook (Credit Card Processing)
In the five years to 2018, IBISWorld forecasts revenue for the
Credit Card Processing and Money Transferring industry to
increase at an annualized rate of 4.8% to $70.3 billion. During
this period, improvements in the general economy and the
growing popularity of electronic payment methods will drive
industry growth. As unemployment falls and consumer
confidence improves, consumer spending will rise, increasing
transaction volumes. Businesses and other organizations are
also projected to boost spending as revenue improves and the
economy stabilizes. At the same time, the industry's client
base will continue to grow as more businesses rely on credit
cards and other electronic methods for payment. As a result,
revenue is expected to increase 5.0% in 2014.
In addition, continued declines in paper check use and cash
transactions are anticipated to support industry growth. Most

transactions are now conducted electronically, but many
individuals still use checks to make expensive purchases or pay
for high-priced services. This activity is projected to steadily
decline as businesses increasingly accept electronic payment
methods. The steady increase in debit or check cards will also
support the trend toward paperless payments. Because debit
cards are associated with Visa, MasterCard or other credit
institutions, consumers can use them in the same manner as
credit cards, potentially making physical checks obsolete in
the future. Additionally, as new technology, such as
MasterCard's display card, increases security, electronic
transactions will increase as consumers' worries of identity
theft are eased.

Sources: Data Processing & Hosting Services in the US, IBISWorld Industry Report, February 2013; Commercial Banking in the US, IBISWorld Industry Report,
February 2013; Credit Card Issuing in the US, IBISWorld Industry Report, December 2012; Credit Card Processing & Money Transferring in the US, IBISWorld
Industry Report, April 2013; Investment Banking & Securities Dealing in the US, IBISWorld Industry Report, February 2013; Securities Brokering in the US,
IBISWorld Industry Report, March 2013; Portfolio Management in the US, IBISWorld Industry Report, April 2013; Financial Planning & Advice in the US,
IBISWorld Industry Report, February 2013; Life Insurance & Annuities in the US, IBISWorld Industry Report, March 2013; Health & Medical Insurance in the US,
IBISWorld Industry Report, March 2013; Property, Casualty and Direct Insurance in the US, IBISWorld Industry Report, January 2013; Reinsurance Carriers in
the US, IBISWorld Industry Report, September 2012; Human Resources & Benefits Administration in the US, IBISWorld Industry Report, May 2013;
Telemarketing & Call Centers in the US, IBISWorld Industry Report, March 2013; Dun & Bradstreet; and Applied Marketing Sciences, LLC.
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