
 

 

Hello, 

 

I hope you had a nice summer. It’s been a busy start to the fall for the Honeywell IR team as the 

conference circuit has been in full swing in September. In this note we've compiled the most Frequently 

Asked Investor Questions (FAIQ) in our discussions in recent weeks. We appreciate your interest in 

Honeywell and welcome your questions and feedback as well.  

 

Sean 

Sean C. Meakim, CFA 

Vice President, Investor Relations 

Honeywell International 

 

What are the key messages you’ve been communicating to investors recently?  

The Honeywell value creation framework remains a differentiator, and we are well-positioned to deliver 
the acceleration in growth we outlined at our Investor Day in March, led by the success of our 
continuous focus on innovation. We believe our mix of end markets is relatively favorable under 
various economic scenarios in the coming quarters, with roughly two-thirds of revenue derived from the 
commercial aviation, defense, energy, and non-residential construction end markets, each of which 
offers favorable secular drivers. When coupled with a record level of long-cycle backlog and a robust 
balance sheet that offers +$25B in deployment potential, we believe Honeywell is primed to deliver 
resilient financial results through the cycle.  

What is Honeywell’s view of the forward macroeconomic outlook and how does that compare to its 
view of the company’s prospects into next year? 

We are closely monitoring the macroeconomic environment, especially in Europe and China, which are 

seeing additional challenges due to increased inflation from rising energy prices, elevated interest rates, 

and the continued threat of COVID-19. While we believe our portfolio is set up well to withstand a 

potential downturn, we don’t expect Honeywell to be completely immune from economic headwinds. 

As we have discussed on recent earnings calls, we are seeing near-term demand headwinds in 

warehouse automation and could see impact in some pockets of the short-cycle, economically sensitive 

parts of the portfolio. We have already taken cost actions in Intelligrated and are prepared to do so in 

any short cycle businesses which may be impacted by a slowing economic environment. We reiterated 

our third quarter and FY22 guidance (p. 7) at multiple investor events during the quarter.  

There are many factors that will impact our outlook for next year, and we will provide our official 2023 

guidance during our fourth quarter earnings call. However, we believe most of our end markets will 

remain resilient, allowing for revenue and EPS growth again next year. We expect our top line to be 

driven by strong growth in Aerospace and PMT as those businesses continue to recover from the effects 

of the pandemic, as well as HBT as we see increased demand from sustainability initiatives.  

The volume growth we are starting to see in the second half of 2022 should continue, and we expect 

to see tailwinds from pricing even as we lap the strong gains in 2022. Operating leverage from growth 

https://investor.honeywell.com/static-files/acffe371-f7a6-4ec0-ba3e-4b316983b8eb
https://investor.honeywell.com/static-files/3c6fd57c-eb70-4587-9825-a0d578643d25
https://investor.honeywell.com/static-files/3c6fd57c-eb70-4587-9825-a0d578643d25


 

 

in both volume and pricing, coupled with Honeywell’s best-in-class productivity playbook, will support 

further margin expansion in 2023. 

How is Honeywell’s portfolio positioned for a recession sometime in the next 6-18 months? 

Honeywell’s portfolio is poised to be resilient for a recession if one were to materialize in the near term. 

We are sitting on a record backlog of $29.5B, with 60% related to our long-cycle businesses. This 

backlog will be a source of sustaining growth despite any potential short-cycle demand slowdowns tied 

to a recession. About 65% of our sales address the commercial aviation, defense, energy, and non-

residential end markets, which are all set up favorably to weather potential short cycle-demand 

softness.  

In commercial aviation, pent-up demand for leisure and business travel will continue to drive 

aftermarket demand, particularly as international travel recovers. Commercial OEMs will continue to 

increase production rates due to record backlogs their customers want to clear.  Defense will remain 

relatively stable with potential for upside as international budgets are poised to increase, with 

restocking from NATO allies adding upward momentum to this end market. The energy markets are also 

gaining traction with higher, relatively stable oil prices supporting an expected wave of capital 

reinvestment and LNG capacity additions which are required to replace Russian gas supply and power 

the energy transition. Infrastructure bills, both domestic and abroad, provide tailwinds for the non-

residential sector, as does increased customer focus on sustainability and healthy buildings. 

What does the appointment of Vimal Kapur to President and COO mean for Honeywell CEO Darius 

Adamczyk’s own priorities?  

The past few years at HON have been spent on internal transformation (“the great integration of 

Honeywell”) across our supply chain and digital systems, which has proven invaluable as we navigate 

through several macroeconomic difficulties (e.g., COVID-19 pandemic, supply chain stresses, rising 

inflation, war in Ukraine). This rigorous focus on operational execution consumed considerable internal 

bandwidth, potentially at the expense of other priorities like M&A at a time when market valuations 

were more in favor of sellers.  

Fortunately, Honeywell benefits from a very deep bench of experienced leaders like Vimal, who has 

proven his operational capabilities across many different industries, business models, regions, and 

cycles, with over 30 years of experience at Honeywell. As COO, Vimal will work closely with Darius to 

drive the continued profitable growth of Honeywell's operating businesses. 

This appointment will provide Darius with additional bandwidth to focus on strategy, portfolio 

optimization (including M&A), greater customer engagement, innovation, brand building, and people 

development. We are entering the next stage of Honeywell’s transformation, and Darius will leverage 

our deep customer relationships, differentiated technologies, and balance sheet firepower to further 

accelerate growth. 

How is Honeywell’s outlook and appetite for M&A shifting given the decline in public market prices? 
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M&A is a top priority for us, but we are focused on continuing to be responsible stewards of our capital 

as we have been in the past. While we anticipate that rising interest rates will help cool valuations, 

creating more opportunities for us, it takes time for sellers’ expectations to reset along with public 

equity markets. Our balance sheet remains strong, with $24-27B of capital available for deployment (p. 

153), and we remain ready to put capital to work for the right opportunities. As Vimal increasingly 

supports day-to-day operations, Darius will have additional bandwidth to focus on M&A strategy and 

portfolio optimization. 

How is Honeywell expecting its Aerospace and Defense supply chain challenges to improve in 2H22 

and into 2023? How does that compare to the demand outlook, including potential upside in Defense?  

The current supply chain constraints in our Aerospace and Defense businesses are broad based. The 

root cause of supply shortages is a lack of qualified labor among (the fragmented set of) tier 3 and 4 

suppliers precipitated by pandemic-related financial actions, post-COVID retirements, and job changes. 

We anticipate modest improvement in the supply of castings and forgings in 2H22 and recovery in 

2023. In the second quarter, we saw supplier output increase sequentially from 1Q22, an encouraging 

step in the right direction. 

The strength of Aero demand stands in stark contrast to the supply constraints. Our order book remains 

robust, and our backlog continues to grow. For example, simply holding past due backlog flat in 2Q from 

1Q would have provided a 4% benefit to the 5% year-over-year sales growth we delivered in the quarter. 

Commercial flight hours continue to increase and have not yet reached pre-COVID levels. In particular, 

widebody flight is still in the earlier stages of recovery, providing strong growth opportunities for 

commercial aviation aftermarket over the next several quarters. 

In Defense, the outlook is firming as budget uncertainties are now largely behind us. We have strong 

positions on a variety of platforms, and Honeywell remains the leading supplier of satellite stabilization 

and controls systems. To date, we have not yet seen a substantial improvement in orders due to the 

Russia-Ukraine conflict, but we are expecting that impact to become meaningful starting in 2023 due to 

anticipated uplift in budgets and the long-cycle nature of the business. We are positioned on the correct 

platforms for the current dynamics, leading to incremental growth opportunities going forward. 

How does the greater emphasis on energy security globally impact both PMT’s core businesses as well 

as the emerging energy verticals enabled by Sustainable Technology Solutions?  

PMT is uniquely positioned within the energy space (energy represents ~40% of PMT and ~12% of HON 

overall). We have the products and technologies needed to not only support the needed capacity 

investments in traditional energy, but also enable the energy transition to greater renewables. The 

current geopolitical dynamics, including critical energy security needs around the globe, paint a 

compelling demand picture for our PMT solutions. 

We remain bullish on the coming “dual” energy capital cycles that will fund both the world’s energy 

needs today as well as the emerging sustainable energy verticals of tomorrow. We saw strong bookings 

in 1H22, including ~20% orders growth in our process solutions business. We also anticipate LNG 
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capacity investments to be growth vector for Honeywell in the medium term, and we are already 

seeing increased quoting activity for our LNG technology. 

The increased urgency for energy security has not diminished the focus on decarbonization, and our 

Sustainable Technology Solutions continue to gain traction. Our renewable fuels offerings are seeing 

the most commercial adoption today, with several notable wins (p. 75), including a large multi-national 

oil company. We have formed several partnerships and commercial agreements in other areas such as 

plastics recycling, carbon capture, and energy storage, and we see similar commercial adoption for these 

technologies as the markets form, bolstered by recently enacted legislation. 

HBT has generated the strongest pricing power among Honeywell’s segments in 2022, what are the 

opportunities and risks for that business heading into 2023?  

Our Building Technologies business has performed exceptionally well in 2022. The investments we have 

made in Honeywell Digital over the past five years have enabled agile, targeted price increases to offset 

inflation. The data liquidity from Honeywell Digital and the strong market position of our Honeywell 

brands should continue to support pricing tailwinds into 2023. 

Demand has also been robust this year, with double-digit orders growth in the first half while volumes 

remain constrained by supply challenges. Our strong backlog position combined with stimulus-driven 

infrastructure investment and sustainability trends provide a long runway for growth through the cycle. 

The supply chain environment will be the most pivotal factor to our growth trajectory heading into 

2023. Our direct partnerships with semiconductor suppliers as well as our proactive reengineering and 

product redesigning efforts have enabled us to improve our semiconductor receipts sequentially each 

quarter this year. Supply constraints across multiple components remain the primary gating factor to 

growth, and we expect continued (if gradual) improvement into next year. 

SPS has experienced some of the rare demand headwinds in the HON portfolio, led by warehouse 

automation, what does that mean for SPS revenue growth and margin progression in the next 4-6 

quarters?  

The two largest demand headwinds SPS has faced this year are lower COVID-mask volumes as the 

pandemic has subsided and lower warehouse automation investment following years of hypergrowth. 

However, the difficult COVID-mask comps are now behind us, and the impact is more on the top line 

than the bottom line for Honeywell. 

In warehouse automation, customers have widely telegraphed pushing new projects to the right as 

their near-term capacity needs are met with the accelerated investments they made during the COVID 

pandemic. We expect this temporary slowdown in expansion to result in lower warehouse automation 

sales year over year in 2022 and in 2023. However, our long-term view of e-commerce and warehouse 

automation demand remains unchanged, with 2023 likely a trough in demand. Intelligrated has 

exceeded our expectations since acquisition in 2016, growing at a 20%+ CAGR, and we expect 

Intelligrated to deliver accretive revenue growth to Honeywell over the long term. 
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Despite a lower top line due to Intelligrated, we expect another year of margin expansion for SPS in 

2023 through positive mix and discrete cost actions. Our warehouse automation service business is 

growing at strong double-digits rates with accretive margins. Outside of warehouse automation, we see 

strong performance by other parts of the SPS portfolio. For example, advanced sensing technologies has 

grown double-digits organically for three straight quarters, while serving multiple high-growth industries 

such as healthcare, semiconductor manufacturing, and EV transportation.  

How is the rest of the SPS portfolio positioned? 

While Intelligrated and COVID-19 masks have consumed most of the investor mindshare with respect to 

SPS in recent quarters, we highlighted both at Investor Day in March as well as in a recent conference 

that the rest of the portfolio deserves more attention among investors. The SPS portfolio is built around 

deep domain expertise in sensing technology which drives our success across a variety of end markets. 

In addition to e-commerce, the SPS strategy is deploying technology into both healthcare and 

sustainability markets to enable our customers to deliver better outcomes for patients and the 

environment. Our productivity solutions and services, advanced sensing technologies and gas detection 

businesses comprise approximately half the SPS portfolio, have been growing collectively at double-digit 

rates in recent quarters, and offer accretive margins.  

When considering the U.S. Inflation Reduction Act, what are the incremental opportunities for 

Honeywell?  

We are in the early days of this legislation, and we are still working through the full implications of the 

bill. However, we are excited about the potential opportunities and believe Honeywell is well-positioned 

to enable customers to benefit from the incentives in the bill. We believe the biggest impact for 

Honeywell will be greater demand for our sustainable aviation fuel (SAF) technologies, followed by our 

carbon capture and green hydrogen technologies. We will also see some impact through emissions 

reduction and monitoring and other energy provisions for which we have differentiated solutions. 

This bill is expected to play a key part in helping the U.S. reach its emissions reduction targets by 2030. 

We expect the IRA will incentivize additional plants to begin producing SAF, in addition to encouraging 

existing plants to increase production. We believe the increased incentives will help drive companies 

which were researching carbon capture to accelerate their plans based on enhanced IRR assumptions. 

 

About Honeywell 
 
Honeywell (www.honeywell.com) is a Fortune 100 technology company that delivers industry specific solutions that include 
aerospace products and services; control technologies for buildings and industry; and performance materials globally. Our 
technologies help everything from aircraft, buildings, manufacturing plants, supply chains, and workers become more connected 
to make our world smarter, safer, and more sustainable. For more news and information on Honeywell, please visit 
www.honeywell.com/newsroom. 
 
Honeywell uses our Investor Relations website, www.honeywell.com/investor, as a means of disclosing information which may 
be of interest or material to our investors and for complying with disclosure obligations under Regulation FD. Accordingly, 
investors should monitor our Investor Relations website, in addition to following our press releases, SEC filings, public conference 
calls, webcasts, and social media. 

https://investor.honeywell.com/static-files/acffe371-f7a6-4ec0-ba3e-4b316983b8eb
https://investor.honeywell.com/static-files/4ec1f7de-59d9-4d0e-a5b6-6f6c6fe12f30
http://www.honeywell.com/
http://www.honeywell.com/newsroom
http://www.honeywell.com/investor


 

 

 
Forward Looking Statements 
 
This publication contains certain statements that may be deemed “forward-looking statements” within the meaning of Section 
21E of the Securities Exchange Act of 1934. All statements, other than statements of historical fact, that address activities, 
events or developments that we or our management intends, expects, projects, believes or anticipates will or may occur in the 
future are forward looking statements. Such statements are based upon certain assumptions and assessments made by our 
management in light of their experience and their perception of historical trends, current economic and industry conditions, 
expected future developments and other factors they believe to be appropriate. The forward-looking statements included in this 
publication are also subject to a number of material risks and uncertainties, including but not limited to economic, competitive, 
governmental, technological, COVID-19 public health factors or impacts of the Russia-Ukraine conflict affecting our operations, 
markets, products, services and prices.  Such forward-looking statements are not guarantees of future performance, and actual 
results, and other developments, including the potential impact of the COVID-19 pandemic, the Russia-Ukraine conflict, and 
business decisions may differ from those envisaged by such forward-looking statements. Any forward-looking plans described 
herein are not final and may be modified or abandoned at any time. We identify the principal risks and uncertainties that affect 
or performance in our Form 10-K and other filings with the Securities and Exchange Commission. 

 


