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‘Despite Losses
.U By M Cox g

Staff Reporier of THE WALL STREET JOURNAL
*. CHICAGO—-To -¢elebrate the 150th anni-
versary of Cyrus McCormick's invention of
" the feapet.and-;founding” of.- Intermationad
* Harvester Co,, the company commifssioried &
. lavish original musical; Cyrus” But the
. chorus line won't warble and tap about the |
o .-"'.".m"'m' ﬂ.!ﬁ . o
{'ing’ layotfs and “swelling’ looses. ' Because
i there's little in Harvester's present to cele-
heate, "Cyrus” will confine’ itsell o nostal:

gin, . : .
g Over the past three years, Harvestar's ¢b-
garputfing chaleman and chiel-executive,
Archie McCardell, has got high-marks [or
cutting costs and ending waste, Stll, the
_company has started o sink deep into the.
"hole. For the fiseal year ended Qet. 31, It
lost an estimated 5400 milllon, moare than it
eamnadiin the best year of-its long history.
At the'end of the Hseal third quarter, short-
and long-term debt had swollen to 2.7 b
lion, dwarting H:Lrvest’cr‘s LT bmlnn‘}n eqe
- o, LI .

uity. E v, A
wLust year's lengthy United Auto Workers
strike and this year's sharp recession setf
ously hurt Harvester in lts major markets:
trucks. farm equipment and construetion
equipment. Some securities analysis d'etent
a dangerous erosion of the comnpany’s fl-
nances, and they profess amazement that
the company treats lts froubles as tempo-
. “There's an inpressive facade being

T,

=400

(Esilmaten

. : - “ -
he tnsists that "'this is a much, stronger com-
T ware hasr hpztorically,” Db

vootken iple

s tumbling credit, ratingy,condousyi |

Aalneds dive 4,
the company lreats
- rary, “There's an impressive facade being
.coastrueted ; about: how the company, Is |
“dolng,” says analyst: EU° Lustgarten of |-

e tew

Its coubles 43 empu-

Paung Wobber Mitchell Hutchins, *“'An-
houncements of -acquisitions programs, talk |
. of "We wan the strike, ail whils the balance
{.shestahd’cash flow.aredéieriorating." They |+
aren't generatng.the cash flow they nead
far all the businesses they're ln,"™.

Calls Firm “Much Stronger"

© Mr. McCardell says he doesn't want o
talk about “short-term problems with our
balance sheet." He concedes that *4¢'ll prob-
ably take us three yeart to recover the cost
qt the strlke'lq l.uqreased efticlencies,") but
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cause its debt-equity ratio was tac high w
warrant more [ongtermt berrowing. .

Mr, MeCordell has sadd: that Harvester,
should spend £500 million for capital proj-

- [eets alone this year, And more milllons will

be néeded for. tesuareh (the company is
building an $80 million lab, to-be completed
LA.198, goneral expenses and debt setvice,

Y

i cory B

_ Puzled'on. Cash Flaw™
fover just where th

trom. Ay, MeCard <
of "ot T ell himseif says that sajes

just song and dance,

ompany are puz. |
e cash will, come i
i

'aple who follow the ¢

tstries combined. should be
ta 20%" in Hseal 1980, Just ended, ‘#n‘;‘.ln i

rary "
constructed about how . the company 18 s sales, Earmings estimates (o
doing,” says analyst;Eli.-Lustgacten of . . Badon 1) Tun 23 low as 5150 milllon, g°’1;1::l?£ :
Poine Webber Mitchell .Huichins, Ao S SRR * 4. | With 1979's 370 miillon. For at lenst the fipst |
nour:cements of acquisitions programs, Ik | | he insists that *“this la'a much stronger com. | JAlf CODsttucton and truck businesses are |
of "Wa won the strike,’ all while the b'gl:mca pany than it's ever been istarically,” Di- &xpecled ta stay flat, Though sales of farm |
sheet and cash flow are dateriorating, T!;:g Fectors appear to agree. They recontly for-  Ci0Ment Nave-picked up sharply s fall, |
aren't generating the cash fow they 08ed | gaye Mr, McCardell a 319 million loan from | CECaNS€. oE:higtr- crop ‘prices, stéep Interest .
for all the businessed they're in." + | the company as a reward for bringing Hags | ge’ cauld discourage farmers!: spending -
. wMuch Stronger” : vestir up to eompedtors® averages in such |+ U1 here on out,. Ly
O R vl oy he'toeu't want o | MEQures 23 e on equify, That was in o oF- McCardell responds (n general'fash. -
2 mﬂm‘ “ehorttertn problems .with our | 1979, when Harvester carnings doubled to hﬂg*-m Questlons.about. the source of needed
“balance sheer He concedes that “itll prob- | recard $370 million, or $12.01 @ share, e, We'll generate enouigh working capi-
ably take ua three years 1o recover the cost | Yot M. McCardell s promised to make [ B4 itermally, ™ he says. “We'l} spend: mora
ot the strie n incrensed etficiencies,” but: | Harveater. not just average but tops In ail | Of: CApIAl exnenditures tian fast yiar'—
L s T e - g4 sy treetofulta major-businesses, To do It, he ff 350 Millloni~"and"? sdll think' we can e
R ot : | st falfil eommitmnents for big pesearch || duee our.debt. We'llliave an ineametax-ra.
vIntefnational Harvesters g 370 | % .5 | budgets and. capital: expenditures, but thag |, 104 of about:$130 million, and we'll acceler
- Earhings Record = @ 224, 1 = | seems.diificult ar Impossible gives Harvest. [ a0 04T BIOZRanT to.reduce-working gapital,
e o , '3 current tinanclal condition and outlooks,*|.¥e €40 be fexible at the.rate we lerease
W - |, Harvéstar had to get parmission from its, | O research and eapltal mipenditutes=~ . -
) 203 [187 - | banig crwditors just to-pay: itz third quarter |- « 20 MeCardeil boasts of, Harvestaps'i-
‘ dividend. (Bank restrictions on dividends by ~ Sf¥ased market shares n {t--major lnes
. . | debt-hieavy corparations. are comman.) To ; &k he says, this fiseal year wiy brmé
-y | o7z | 78| 78 talse §150 million [0 aew copital, Hagvester | FOre new-product . Introductons than evep
exposed its common shateholders (o o po-| Defore. I the halanee sheet iy a bit pallid,
: = ‘.:;‘,}’;:,Li’”“;‘f" of 115 In equity mmus{h te g‘;s“g" g-fn! didn't change the company's ha.
" {in millions of dallars} nverdble  preferzed | Sl stengtha.” Peo ;
{ia m shaces. Harvester had io sell the sgares be- {side hape that mp;e o otor aod out-

fOENosis s (moce than, °
|
f
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vester Co. gald it made money in the quar-
ter ended Oct. 31, but added that It expects
to rerumn 1o losses 1a the Hrst quarter, end-
ing Jan. 31,
The fourth quarter net lncome of moz
millicn, or 6§ eents a share, wasn't encugh
1o keep Harvester from posting a.5307.3 mils
lion lass for the full year, the largest In its
150-year history, Thiz was about what: :um-
lysts had expected. I R §
About 40%, or $3.3 million of Hnrvesmr's
fourth quarter profit, came. from foreign’
currency translatfon gains, The-maker. of
trucks, farm equipment 'sad- constructon’
nuchinery also sald that 1ts ratio of debt.to,
sharcholders -equity had -neariy 'doubled
during the yeos, In mm: lhnrp cd.!n
In tipancial health;: dielll s vog. S

; Archis R, MeCardali, chnu'man zmd ehlct
executive officer, 5afd ‘the company expeets
a fiseal. first quartes Joss because “the re-

* CHICAGO~Treubled International Har. ,

cent sharp rise In interest rates Is once
apatn putting.pressure on ¢ustomer demand
o all' markea.”. He sajd, however, that Har-"
‘vesior expects o gradual decllne in Interpst:
rates bennaing in February or Mareh; and
thns "anﬁc!pw & proft for the ful}. yea.r.

T Fourth: quarter net was'down ‘89% :rnm~
ymagn ‘0ot ‘of, $147.6 billion:"ar* $4°70 7a
share, Salea dro abuu:?%lnﬂm hll'

. by oty

lco from 549 b BT fepear .,‘;:...W

. Thy QOTY muﬂon mll-ym losa, Taflected
the effects of a six-moath. striks that ended
last- April and-recond’ Interest: rates cthat
sharply reduced demands. for . Harvestor's
trucks and machioes, -The fuil-year. figure
includes a Joss of 5334.8 million from contins],
Ating operations, which exactly equoied Ham
ivester's year-earfier net income. Fiscal 195
“alsoitncfuded. o R7.7 million lo3a from diae
continued operations stemming from loszes
on Tpeeivables of the cnmp:my‘s former Wis- |

£, "This 1580 Jos3. frem cobtinuing pperations’ 1
also included. an alterstax- charge of 563.6 |
-mmilllon “for the eompany's ennﬁnujngmnjor

mederutzation ™ and exp:mxinn *pmmm

Harvester sid.'y 00075 Ll

Imernationnl Harves:er's eamings
fell 86% in the fourth quarter, ended
Cct, 31, to $20.2 milllon, or 64 cents o
share; The company expeczs 3.10ss, tn
;t.he current qunrter. Wttt

Y TN

-7 Sales dropped.23% in 1960 in .31 bﬂllon'
“tom $.29 Blllion:*ln the:two' thres-moath’
riods rallnmng the- strike,- Interpational.

gained market share. momentum, has. ex<

duced short-term debt in the fourth quaster
by &2 million and mml dnb: by 5188 mil-
lian. R

Despite that mmm. Hnrvemr's debt
saated during all of fiscal 1980, Shors-term
}J deht stood at 059, mittlon.ac yearend, up.

iy
ik v

n "-h.‘ﬂ Bhao

l-'-’u l

o‘." "

ey o) Pasa 18v 0 %

ester hag-reparted eumINgD,: had' res

cecded it3 cost improvement targeis and Fas’
faintained low dealer fnventories,' Mr.Me- | cai
~|| Cardell said. He added that the company re- |-

trom $1.4° million a. ycnr enrﬂer. I.nng-'

bl!lll:n. n-om 9482

...,. ..

u.-rm dch: ruu to n
miltion; - At

o AL the ead of ﬁsc:u 1950. Hm'ester'a Fa«
tio of debt 1o holders® equity stood at 1,15 to
1, m{ggnrcdmmosawla:meendufﬂs
1

Mro MeCardell's statemeats, however,
were optmistle, “Currently, -Harvester
operations are more cost efficlent than they
*| have been in decaces,” he sald. **As a resuit
of these strenpths, Harvester operations are
well positioned .to continue to ride out. the
econamie downtyrn and také hull advantage
of ayeeavery in (he company's markets.”, |

e e b i s o
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: Intemationdﬁc;;vester Sldshés Payour

In Mo'ue Analysts Say Was  Long Overdue

By Mea'Cox - ...
.mw Rtporu'r of TARWALL BTRAET JotanAL
“.. CHICAGO=Internafional "Harvestar - Co,

‘[Ainshed ‘its quarterly dividend more than

5%, 1030 centa o commen share from 62.5

|'cents, and Wall Strest heaved a-sigh a te-

AR f-"i. Yy R -...-c- e u| -y very
The d.hddcnd Is pnynb!e Jan 15 tn smnk
of record Dec, 29,
The big:maker ol truclu nnd fnrm “and
copstruction equiprnent had stoadfastly kept
Its dividend intoct despite o loss of neatly

.| #1090 milllon-in the year ended Oct 31, alter
. | enduring a five-and-a-halt month stoiks and

the reesssion; Stock analysis- had bten ex-

. | peeting & dividend cut for several quarters,
.and viewed yestarday's action as a stgn that

Harvester fnally has begun 1 recopnize the

| severityiot lis financial problems,
| *'4VIt's ‘eartalnly no surprise,” said Larry

Hallis, an analyst with Robert W, Baird tn

*|'Miwadkes. It should probobly have been
“| eut nine months age. The savings of about
| $10 million (i Harvester maintains the 30
: ccntmmallycarnsntuyadmpmme
: | bucket, though, compared to the cnplla.l
;| they'll fieed ifi the next !ew years. "

Harvester Jssued. o stitement: sayin the
:ﬁn:cmrs' decision. tacut the. dividend. was
based T on “theincreasingly uncertain-eco-
nomie. outleck caused by continued high in.
fiation ‘and the recent sharp rise In interest
rates, the {npact of these conditions on IH's
near term sales and earnings prospects, its
capltal- needs, and its linancing require-
metits,"

The company already has said it expects
3.0 rv.-pon a Joss l’or the first qu:mer. ending

an, 31,

. Analysts haye * Int,ely been - paintag a
much hleaker pletute of Harvester's fHnan.
cial condition: than the company doos, Seve
eral annlysts estimate that Horvester's ops
erating ¥ash needs will soon exceed Its funds

by as tnueh ag $500 milllon, Buf-James Col

ting, chief financial officer, retorted yestar-

day: “The analysts are ald avet.” - . .5 .

“There's 4. wholy cash-flow mechanism

here-to work with and our situation is come

pletely managenble," Me, Cotting. lnsisted,

“Qur net eash flow will be In balance for the
year, We always have o cash defielt In the

first quarier, because of the seosonality of

oup agriculture equipment and the necessity

of tuilding, mvenlory befnre Lhe (sprmg}

selling seasen.”? ey

+Mr, Cotting says Hmesm nnmm um ’

defictt each year through shortterm bare
rowings, and added, "We c:m mls year o,
and we willL." -

Debt and Equity Mnrkers .

Analysts remaoln skeptical about Barvest:
er's actess o both debt and equity markeis
far & varjety of reasons, At the end of fiseal
1580, the company’s Tatio of debt to equity

sfmdntnsmx.cumpnredwtmaﬁmin .

the end of flseal 1979, In addition, Harvester

has had ratings cut oo severai of its delt of- i

ferings, 1n the equity markets, Harvester al<
‘reacly had abundoned plans for a $100.mit*

i£ftion otfering of cumuwative preferred shares
| and diluted its eamings per shure somewhat,
with: 25150~ mnunn qﬂcringl of - cunvenihle. -

pmlerreﬂ shares, -4 Gaee ulid o am

* Also, the boak valun of Harvestet's stoclt'
dmppcd o 53,50 Octs 3L, down from $60.85
a year eariler, Its stock has been trading at
about R4 a share this week down from 4
52-week high of more than %0, That means
that in order to raise a large amount of
cash, a stock offering would have to be dlp
enough to cause “significam” dilution
earnings, Mr. Hollls said.

Harvester has said Lts earnings prospecis
for the year will be helped by a retord hum-
ber.of Rew product introductions. But Mr.
Hauis said: “New products are fine, butif
‘the-tnarket isn't there, lt dnesn t do a heck

ofalotof good. 7 . ¥ KETS RNy

,quanerly divfdend ta 30. centa zl share
- rom 62,5 cents, IE:had Keptrits divi~
dend Intact despite a $100-million loss
for r.he year ended Qct, 3L
[T . LY R T
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wk Ford sets overseas trucl record.., SRiim s

dipe 9

X M_mmm ok

L
<k jules boomiai A oK macke
EARBO . sales of 210,500 uglta 4 In the Argeniine mi car and try : . ‘ '
o eth . S e RS BRERRTRRE L e s e
R s s e Bowt aaiea oE 30,008 i ) ~ v ARar® in both éars and tucks.  Juns, 980 o Lo
b2 oot | %Wl e ot ::'l‘? :""’"'?'“‘?"m::r:p‘m'&- Ford of Atgentna wld JLI0G g fy Ausiralla, ear and ‘Nll,:‘l ) N B .
.uh-::f';'f;,zt‘ ll'}n" il are o o SR0UId mantasn Fard's lvadiod f;r:. ur":nl‘. g:r::;.m;“m"‘:‘;:: sales n‘:'b:ﬁ?. ;;?u g:nw:m )
{237 oa's wuer 2945 pa + pares ' .
Fivord 323300 1rucih up § pars W::ikl-ﬂn nothe peg 3

market, i axles of 31000, up 43 pets 3,5, " ig7p,
e Jrom ihe preeour record, M truck sales of  cwnt from lam yean, epremiiml " i e lnoduciion Jaar

|
|

1
; k" Pacilis regonmeny are
- that the Ford bisaup will be aven
mate compentive,” McDougall
sund,

T a Ton e aveatiy UK TMAFRAY Wil 144 pRrEERA o bt Manjent car
Ticw - prvmthnt, 1014 Ineaoes, Of 10U Seles .11 ParvELAgS, salon of. 43300 warw up 0 pere
" " Honl Avtadion ¥ Optrationk, - “Poluts buin Lask FeAT, Zuropean’ cyot gyir iaies af 41000 in Lhe
Hosal Aulazmours nitla mae " CAF salim of 54130 were down fienl sk moguw of 1978, ,
“qor 3 Snanr. af mﬂ:"{: 'h“‘. 4 purvent-trom wie 1978 towh TSl Ly buoyiot markay
. dor aulomotive marky P ;smum. bud munulnod,‘ Ford. s0ld 4 record 14800 za
; rFards Y

o1 laki year, Eusopann wfl UnpEecwan T POITOAl ) wear of ten naw Zonle
[ This rrcord - saiing truck ff,’;‘?:.ﬁ' iy - Ty a“";f‘ whesiuirive, fueloafeiant gmall ! .
salew partormadnce, ind by rring far (e period, Kave Forg  ©af SHUtk sales rome 34 pare’ o Fors Kacury i Surope .
 pMles in Furapw end Latip Ainers af i Bucopwah fEIR Lo O et (h the pa b
i

~Thesa cars wogeier with our

R .
tiag products, muld heipg o

TN

., eatsl )
Enmpaition Assond’ 64 wetler: Plac i, In: Talwaa,* Y38, Ford I cuuiataun Tt postion aa” *i7 5 0
e mm: 2 Earopann car salss with. 13 pare 300 iR +Jdat A (Ofal | ha’ dales lesdder gutnda. Ndnh o
ealor manus m:: :.‘:,::‘.: ans u’u mariat : ) ?:.:. m::“:?llz.m ’npmonud America anang o, &m .
o To st o3 Carcsuien oin the United 339 corcan; of Tawan's car manufactuens” ,

- thay *NVITORINEAL it 4 faajof
Achiavement.”

Car saled for the sx.month

Prhiod totaled 343,100, down 13

Kingdam af 384.800 reprevented .
I&ilﬂl‘:lm of the markst, the
bust Nali-y#ar pERRTALOR wrar r

- petcant from lut yoar's record
tetal, Combinad ¢at dnd truck
dales for the pariod wers down
by & parcent from the 1202000
in the firal mx months of 1972,

" & MeDougsll sald thay durng

ved by Fard of Sntun.
Efﬂnrll.ml. t-cyqn and Flesta placs

#d one-{wosthied &4 Lhe coups

Yy's top-salling ras, Truex
1:.1,0 ulpll.:lm. up 12 percent
tram laat yasr's total gave Forc
343 parcang of the Batun trucs
markat, up 33 percsniags pounu

—
St jusrter aules dowr 2] Pk froin oY

. monthy of 1980;
ml. ‘E&‘#uw Aarican ¢ar  .beom iasi year, l W.hi t -~ 21 T = t
—— e loss $37 million for quarter
FPARMINGTON [ULLS, Stich,  an dxtraordinary ctedit of M, said compared with 138,000,000
—Whitla Mator Carm, separted o 305000, Comparible flgurer Jor  faay THI
jseond-quacter net losd of 337, e Arst half af 1010 ware net Reults for cha second quartac
571.000, ncluding $1943000 i income Of JIZPISO00, alter an  of 1000 includey CUMTACY aXe
chidltges rplting from FHtrucs  opsrauing l.r;u mmrﬁlmgm ChUNCE gminy of $2 (00,000 cors
1,400, 31

furing its Lruck oparations, cams  derlit of Bared with $400.000 1 e Lie
BEIed wilh Nel intume of 8. sales 1O bwElwd £324.308.000 patiod of 1919, Fur the Afut halt
332,000, including an aperating 190 and 504,131,000 (n 1919, Huins otalled £500,000. comparet
los currytarward tas Benefit of Thick buklui &l Juhe 30, wiih gune of 3100000 far tha

200, 1otalled 445L800.000, Maons

e hall of 1979,
—— .

. $000.000, 41 the sasme Quaner 11
a9,

Factars cantnbuting tn the
lbkd sneluded reduced sales and
FOlil MArgINL, an weredsy from
A5 yunr i inteteal and Anance
chatges cenulling trom high ine
terent tates and higAer than
Aatnel (eid nvesiioties, pris
Murly 18 farm equipment,

“During the iray hadd af (999, .

ol o aggTeLnIvalY 10 e .

duce flxed cosn £Yen whan f

thete actions rasultad in's oppe

fime charae aganst aperayons

of 3T031000.% saud Cruse W,

Mosk churman and cisin? oxe MR
- SCulive oificer, “AcUbnd tsken

18 dily will (swed fized cosis, - N

and consquanily the curpornte

bresh.evon (eval, By approm.

mately §18 milllon on an ane N '

Aualited basw, Furthar cosy ry.

ductien acuons ace being i

plementud or are under tudy,
“Tha heavyeduly tHick mass
SL 48 aevaely depressed at pres. v
© White 11 partorm. .
ing abuve average (3r e che
dwery,” Moss saud, "W have
Sxpariniced low orant canesiin. f
ot rtes aod we have hag o
POUYY nat ardst uvaie evan
U menie when ndusirywide
eancullauony have # Xiaddnd
new dfdars,

“Allhaugn at a o w laval,
Whils's truek dackln, nler

than

Dy wiich markit share iy Masee
Wi Wi wE alpats that as
thine vahicins are teguiapen, .
Wiite's iatkes shars will jye .
crong”

= * Moss teparted het White's
negatiations with 113 bank lsnd.
M 90 2 naw credit agreement
AFE plocwding on scheduly and
1slislictery peagieas i bang
Made,
Salvx for the second quatter
wury §335.731.000, down Ti pyr.
s Lent fram 3104452000 i tne
. weund quurier of 1979,
Wit wvported thut fop e
fieat wx munths of (900, ik hao
Aot lois uf S4E839.000, afte

.
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august registrabons... . ‘
: - v ke e XL MR 1 :
.n 2 Y - . o, . . L .. e,
.2 |lare lowest mm.9years - |.: i L e e e e
I
AUUSL retstraticns o naw quartsr of 1979, and the b, i
frucks of 2 types i tha U, &  growin i waley of the Jaginen + !
ware Ltha lowest for ghat Mot Duilt comanct PICKURS, Whith d.y :
i MRR Y0, and meriad he  Giroup { venjeien,
first uma nnce 1971 that 1ha v imparted pickups any ’
inuu:'llry total . " Counted {or T84 percent of th !
law 200,000 tallics tor the month,  wightemoniy Graup L togal ity i
In Auguit, seeording to M L 33,327 taiiee At the e i, ¢
, . & Lo, newruek repstrns | in 1918, bafare wna dragtic fusl . e - . . o ' ' :
. t lons totsied 138770 unite, down' ©lhcrensed, ¢hey ook 174 pricety . " . . ' N . g
:5‘! perTent trom st year's 208, of the thial of TA6I0L Group ' :
38 and digndly mave than S0 mgateations s 129,198 tatliez !
* Porcent bilow tha alitume Auee Ia the January. August pinod ;
UIEBUED 0 08434 aut in 1370 segutrations af b BV Y ek ' f
T were down the fuast trom a y . . . o
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e fn Augat.’ 1at1, ik T — L ' ’ : e . M
tallics his anty 187,841 unis. oot ' !
| e eneat imbed 1o 213483 i . {
plhe samue monih 10 1832, Biney A1 1 |
£I‘|l| SHtle, the total hat ropded gpala. T .
fasan i e vears and Jo.o Rgliruiom for munth drop 31.6 pet, below 1979 lovel i f
For 1ha (At wght moning of . - H
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