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Highlights / Summary Thoughts

Highlights:

Q)urce: PTDA Survey 6/
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Continued Participation Strength — The 4Q13 PTDA business index survey, conducted by Cleveland
Research, had 91 respondents comprised of 34 distributors and 57 manufacturing firms.

PTDA Index better-than-expected — The overall index reading came in better-than-expected at 60, which
compares to a 52 reading in 3Q. The consolidated data set appears to be in-line with the quarterly PMI index
after lagging over the previous 3-4 months.

Outlook - The 2014 plan is up considerably since October. The consensus forecast for the entire group is 6-7%,
which compares to the previous 3-4% outlook. The sentiment appears to be improving considerably with both
manufacturers and distributors.

Prices — The pricing power momentum still appears to be somewhat negative. The index reading improved to
66 versus 62 in last quarter, but the 12-month moving average is down sequentially. The weakness is more
apparent for the manufacturer side.

Employment - The employment index reading is back above 50 after falling below the line in 3Q.
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Background

4Q13 Participation — The 4Q13 PTDA Business Index survey had a 35% response rate with 91 companies
participating. The split between manufacturers and distributors was 38% / 62%, meaning both groups were well
represented. Regionally, respondents were heavily weighted to U.S. based firms which accounted for 86% of

participants followed by 10% from Canada and the remaining 4% from other regions.

Respondents by Type

Respondents by Region

Q)urce: PTDA Survey
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PTDA Index

PTDA Index Indicates Growth Slowing — The overall index reading came in better-than-expected at 60, which
compares to a 52 reading in 3Q. The consolidated data set appears to be in-line with the quarterly PMI index after
lagging over the previous 3-4 months.

Q)urce: ISM; PTDA Survey

PTDA Index Background — A reading below 50 is considered a negative revenue growth environment. The overall
index typically correlates with the overall TKR sales performance. Interestingly, the manufacturer base appears to be
showing relative strength versus the distribution channel for the first time since 1Q12 (65 versus 53).

Power Transmission Market Analysis
Measured Index Strength Vs. PMI (Above 50 = Expansion)
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PTDA Index

PTDA Index - Total Membership

2010 3Q10 4010 10Q11 2011 3Q11 4011 10Q12 2012 3Q12 4Q12 10Q13 20Q13 3Q13 4Q13 Growing Rate of Change Trend (quarters)

Busmess Activity 821 822 758 919 743 723 686 837 501 482 501 672 568 511 59.8 Growing Faster 5
New Orders 818 804 804 926 682 726 728 808 492 450 457 664 548 523 628 Growing Faster 4
Employment 678 618 683 788 693 667 659 744 642 595 563 606 535 511 606 Growing Faster 14
Supplier Deliveries 763 738 692 788 690 609 619 625 532 486 509 500 536 519 578 Growing Faster 3
Inventories 544 550 597 632 687 707 647 698 669 659 594 558 557 567 533 Growing Slower 14
Prices 729 813 913 945 871 897 837 872 657 712 768 731 631 624 658 Increasing Faster 14
Backlog 792 670 695 787 711 647 558 663 548 418 400 549 514 454 566 Growing From Slowing 1
Owerall PTDA Index 770 746 734 855 702 681 673 754 542 503 507 611 547 516 602 Growing Faster 14
ISM PM Index 579 565 574 598 566 521 524 533 49.7 515 50.7 554 49.7 56.2 57.0 Growing Faster

PTDA Index - Distributors

2010 3010 4Q10 1Q11 2011 30Q11 4Q11 1012 20Q12 3Q12 4012 10Q13 2Q13 30Q13 4Q13 Growing Rate of Change Trend(quarters)

Busmess Activity 731 852 733 904 675 719 736 792 491 554 474 792 573 519 412 Slowing FromGrowing 1
New Orders 754 864 772 919 609 745 724 806 540 489 376 806 542 486 491 Slowing Slower 2
Employment 596 494 659 677 629 678 637 750 625 576 598 750 550 540 618 Growing Faster 12
Supplier Deliveries 765 640 656 766 690 570 617 611 560 459 595 611 577 538 604 Growing Faster 4
Inventories 513 554 603 683 700 728 655 778 652 625 547 778 606 630 500 Flat From Growing 1
Prices 772 835 897 938 892 918 879 917 735 800 842 917 675 667 693 Growing Faster 14
Backlog 670 632 644 763 681 618 500 611 591 486 375 611 552 467 485 Slowing Slower 2
Distributor PTDA Indey 71.1 712 705 816 651 678 679 740 554 519 511 740 56.1 521 531 Growng Faster 14
PTDA Index - Manufacturers
Index 2Q10 3Q10 4Q10 1Q11 2Q11 30Q11 4011 1Q12 2Q12 3Q12 4Q12 1Q13 2Q13 3Q13 4Q13 Growing Rate of Change Trend (quarters)
Business Activity 892 804 785 929 802 727 644 870 511 430 519 688 564 506 708 Growing Faster 4
New Orders 869 768 838 931 742 707 731 810 437 422 512 654 553 547 711 Growing Faster 4
Employment 744 692 710 863 749 655 676 740 662 609 539 619 521 493 599 Growing From Slowing 1
Supplier Deliveries 761 798 732 803 686 649 621 635 501 506 450 474 503 508 563 Growing Faster 3
Inventories 56.8 547 591 597 672 685 641 640 690 684 625 551 517 527 553 Growing Faster 14
Prices 695 799 930 950 853 874 802 840 568 649 718 625 594 597 63.6 Increasing Faster 14
Backlog 888 692 750 804 735 676 605 700 500 367 417 507 483 446 614 Growing FromSlowing 1
Manufacturer PTDAIn 816 76.6 766 882 745 684 668 764 528 492 505 609 535 513 645 Growing Faster 4

Q)urce: ISM; PTDA Survey
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PTDA Index
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Power Transmission Market Index

Total Index Versus Manufacturer & Distribution Readings (Above 50 = Expansion)
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Q)urce: PTDA Survey

Business Activity

Business Activity - The business activity index reading is now 59.8 versus 51.1 last quarter. This shows that
business activity is still growing, and it is growing at a faster rate. 4Q is likely to be the toughest quarter for the
group in 2013 (seasonally-adjusted).
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Power Transmission Market Index
Current Business Activity Gauge (Above 50 = Positive Revenue Growth)
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Sales Growth

while the distribution channel has been holding 4% for the past 6 months.

Sales Growth — The 4Q revenue growth improved sequentially to 4% from 2%. Better trends within the U.S. and abroad
offset the weakness in the Canadian market. The manufacturer growth rate improved to 5% from a weak 1% last quarter

Quarterly Sales Growth

Sales Growth (y/y) 3Q10 4Q10 1Q11 2Q11 3Q11 4Q11 1Q12 20Q12 30Q12 40Q12 1Q13 2Q13 30Q13 4Q13
Distributors 11% 10% 1% 6% 8% 4% 9% 6% 5% 6% 3% 3% 4% 4%
Manufacturers 16% 1/% 15% 10% 7% 5% 10% 8% 6% 6% 4% 3% 1% 5%
Sales Growth 14% 14% 15% 8% 8% 5% 9% 7% 5% 6% 4% 3% 2% 4%
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Q)urce: PTDA Survey
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New Orders
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Q)urce: PTDA Survey

New Orders — The new order index reading for 4Q13 is 63 overall with the most strength coming from the
manufacturer contact base. The distributor reading showed a decline for the 2" straight period.
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Power Transmission Market Index
Incoming Orders (Above 50 = Positive Volume Growth)
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Backlogs

Backlog — The backlogs are moving out for the manufacturer base following two negative quarters. Conversely, the
distribution channel is still in contraction. We believe the incremental strength could be related to stabilization

within the Caterpillar and Deere channels following 3 quarters of relative inactivity.

Q)urce: PTDA Survey
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Power Transmission Market Index

Backlog Strength (Above 50 = Backlogs Expansion)
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Employment

Employment: The employment index reading is back above 50 after falling below the line in 3Q.

Power Transmission Market Index
Employment Index (Above 50 = More Hiring)
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Supplier Deliveries

Supplier Deliveries — Supplier deliveries have also shown growth at a slightly slower rate compared to the previous
quarter. This suggests that the manufacturer and distributer contact base are seeing delays at a low and stable rate
over the last few quarters.

Power Transmission Market Index
Supplier Deliveries (Above 50 = Faster Or No Delays)
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Inventory

Inventory — The reported inventory index is at 53 this quarter compared with 57. This suggests that inventories are
better balanced and less likely to be a headwind to demand.

Power Transmission Market Index
Inventory Direction (Upward Movement Suggests Rising Levels)
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Q)urce: PTDA Survey

Prices

Prices — The pricing power momentum still appears to be somewhat negative. The index reading improved to 66
versus 62 in last quarter, but the 12-month moving average is down sequentially. The weakness is more apparent

for the manufacturer side.
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Power Transmission Market Index
Price Impact (Above 50 = Positive Realization)
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End Market Trends
]

End Markets — The end-markets exhibiting relative strength have not changed much over the past 2-3 quarters —
outside of the relative strength from pulp & paper. Automotive, food production, and energy represent the relative
areas of order strength. Mining still represents the main industry struggle.

Power Transmission Market Analysis
Measure of Relative End-Market Strength & Demand Momentum
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2014 Outlook

Outlook - The 2014 plan is up considerably since October. The consensus forecast for the entire group is 6-7%,

which compares to the previous 3-4% outlook. The sentiment appears to be improving considerably with both
The optimism seems to relate to improving orders/backlogs for the companies

manufacturers and distributors.
levered to energy, pulp & paper, and metal industries.
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Full Year Year-Ower-Year Growth Expectations
2014

Actual 2012 QOutlook 2013 Outlook
Outlook 2010 2011 2012 3011 4011 1012 2012 3012 4012 1013 2013 || 3013 4013 1014 2014
Distributors 10% 13% 8% 7% 8% 11% 7% 6% 5% 7% 5% 4% 7%
Manufacturers | 17% 14% 8% 9% 10% 11% 9% 6% 8% 6% 5% 3% 7%
Total 149% 14% 8% 8% 9% 11% 8% 6% 7% 6% 5% 3% 7.1%

Q)urce: PTDA Survey
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