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Agenda 
• Agricultural Machinery 

– Current Situation 

– Demand Factors 

– 2014 Outlook 

• Construction and Mining Machinery 
– Current Situation 

– Demand Factors 

– 2014 Outlook 

• Impact of Emission Regulations 

• Questions and Comments 



Agricultural Equipment Markets 
Current Situation 

• Commodity Prices Down But Relatively High 

Level 

• Government Direct Payments Slowing 

• Ethanol – Will Use 30% Of Corn Crop 

• Land Prices Continue Up 

• Farmers Have Strong Balance Sheets 
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WW Food Price Index 
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Source:  United Nations 
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Retail Sales Farm Tractors vs. Net Farm Income 
(units) 
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Farm Tractor Sales vs. Housing Starts 
(units) 
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Tractor and Combine Inventories  
(units) 
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Farm Tractor Inventories 
(units) 
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Farm Equipment Inventory to Sales Ratio 
(units) 
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Estimated  

U.S. Farm Equipment Sales 
(units) 
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Construction And Mining 

Machinery Markets 
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Construction and Mining Machinery  

Current Situation 
• Housing starts improving slowly 

• Non-residential markets gaining for 3 consecutive years 

• Heavy – publicly funded projects down 

• Mining orders plunged 

• Commodity prices down slightly 

• Mining companies curtailed investments, rebuilding balance 

sheets 

• Rental companies buying heavily 

• Highway legislation extended, to be flat to down slightly 



U.S. Construction Put-In-Place 
(millions of dollars) 

Manfredi & Associates, Inc.   
www.manfredi.com 



Construction Employment 
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Highway Construction 
(same slide used 2 years ago) 

• Political football, extended in 2 year 

increments. 

• Portrayed as Jobs Bill 

• Current Program Funded at 2009 Level 

– MAP-21 (consolidates 5 Federal programs) 
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Energy Related Demand 
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Mineral Commodities 

 

Stabilized at a High Level 
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Finished Goods Inventories, Machinery 
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Caterpillar WW Dealer Retails 
(% Change, 3 Month MOV) 
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Caterpillar Monthly North America 

Dealer Retail Sales 
(% change not including mining) 
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North America Dealer Retails 

Caterpillar vs. Komatsu 
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Rentals  

• Becoming more “normal” to rent 

• Tier IV concerns will favor rent vs. buy 

• Fleets getting larger 

• Rental companies must deal with issue of 

higher residual value risk 
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Rental Revenue vs. Construction Employment 
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Construction Employment vs. Rental 

Revenues 
($ per employee) 
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Impact of Emission 

Regulations On Equipment 

Demand 
Regulated Markets vs. Less 

Regulated Markets 
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1996 Tier I Diesel Engine 
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Tier IV Final Diesel Engine 
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ultra Low Sulphur Diesel Fuel Availability 
Isolating Impact of Emission Regulations 
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Regulated versus Non-Regulated Markets 



The New “Normal” 
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Used Equipment Export Market 

Importance for residual values 
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Equipment Seller’s Dilemma 

Value of Used Machine Same No Matter What Tier Level 
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Price paid by emerging 

market customer 
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Equipment Demand 

• 2012 demand pulled forward 15% 

• 2013 demand lowered by 10% or more 

• 2014 forward, regulations will shave 10% 

to 15% off “normal” peak 

• Section 179 Uncertainty 
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Export Market Absence = Increased 

Supply of Tier IV Equipped Machines 
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Forecast Construction Spending and Equipment Consumption 

3 Scenarios 



Used Construction Equipment Price Trends 
(% of Original Equipment Value) 
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Beyond 2012 
 

• World markets will split along emission regulation 
lines. Silo markets. 

• Expect used equipment residual values to drop in 
North America. 

• Rentals will become the main channel-to-market for 
many types of equipment. 

• Electrics will become the new green. 

 

 

Manfredi & Associates, Inc.   

www.manfredi.com 



Manfredi & Associates, Inc.   
www.manfredi.com 

 


