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FOREWORD

TR N T S R

B

REBEL
[ERRITORY

NO ONE WOULD LOOK AT ELON MUsk, the boyish 45-year-old cofounder and
CEO of Tesla, and think, “Establishment guy!” Consider for evi-
dence this tidbit: In anticipation of its annual shareholders meet-
ing on June 6, Tesla tweeted out a request for questions that its
chief executive could answer. One guy asked, “Boxers or briefs?” To
which Musk replied, “Wearing anything at all is just a conspiracy by
the capitalist running dogs of Big Underwear.”

As I said, not exactly establishment.

So the fact that Tesla, one of several
innovative companies that Musk is jug-
gling, is now a newly minted member of
the 500 Club—arriving for the first time
this year on Fortune’s annual register
of the biggest U.S. companies—might
strike some as a curious, if marvelous,
oddity: the brash, antiestablishment
carmaker parked in one of the reserved
spaces for America’s corporate elite.

Cool beans.

Some, no doubt, felt the same
surprise when Reed Hastings's Netflix
knocked on the club doors two years
ago. Or in 2013, when a tee-clad Mark
Zuckerberg showed up with the social
media dominion he had founded just
nine years earlier. Or in 2006, when
a couple of cerebral Stanford grads,
Larry Page and Sergey Brin, crashed
through the 500’s gates with their
oogley-named web-searching phenom.

That year Google, which made its de-
but at No. 353, had a respectable $6 bil-
lion in revenue. This year, in its 12th
appearance, the company (rechristened
Alphabet) clocks in with $9‘0 billion in
revenue, whisking it up to No. 27.

Which brings me to the secret of this

& FORTUNE.COM /7 TUN.15.17

elite, Ivy-strewn estate. The Fortune 500
has always been a destination for
radical thinkers, stargazing inventors,
and slightly disheveled entrepreneurs.
It was true back in 1960, in the sixth
iteration of the list, when a camera
company called Polaroid just barely
made the cut. Founder Edwin Land, by
then 51 years old, was to many an “aloof,
authoritarian” chief executive, hell-bent
on overtaking the far bigger Eastman
Kodak (then ranked No. 45). But the
inventor who had first caught Fortune’s
eye more than two decades earlier
was someone else: a rebellious physics
genius, not yet 30, who “never took the
trouble to graduate from Harvard” and
who had started a small company in a
cellar on Boston’s Dartmouth Street.
“Student Land had a shock of black
hair, dark piercing eyes, a jerky man-
ner, and a sophisticated but incurable
enthusiasm about almost everything
in the world but especially about a light

| polarizer that he had devised in his

teens in a rudimentary home labora-
tory,” we said in a 1938 profile.

One by one they came—daring, up-
start free enterprisers who pulled and
dragged America to the front of a new

And together they built the
Fortune 500, as if brick by
brick: William Redington

Hewlett and David Packard |

got their eponymous printer |

company on the list in 1962;

then came Joseph Wilson’s

| Xeroxin 1963, Gordon

| Moore’s Intel in 1979, and
then, of course, two guys ‘
named Steve.

Founded by Steve Jobs ‘
and Steve Wozniak, Apple
first appeared on our famed |
roster in 1983, having gone
from California garage to
the front door of American
business in a mere seven
yvears. Today, with $216 bil-
lion in 2016 revenue and
a staggering $46 billion
in profit, Apple is as much
the world’s company as it is
America’s. Just as Tesla
is, for that matter (see
“Tesla Makes a U-Turn in
China” on page 48). And
just as virtually all of the I
Fortune 500 are. (Together,
these companies had
revenue of $12.1 trillion in
2016, a significant share
of which derived from out-
side the U.S.)

As mighty as they may be,
though, they all sprouted
from someone’ irrepressible,
radical idea—which is to say:
They were all invented.
| Welcome to the Fortune
500, the home of the new
thinkers. @

s T,

CLIFTON LEAF
Editor-in-Chief, Fortune
@Cliftonleaf

| global techno-industrial age. ’
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The Death of
Retail Is Greatly
Exaggerated

The industry took a dive on this year’s Fartune
500 list, but its vitals are still strong. BY PHILWAKBA

MEHE
WORLDO TN
@
PAGES

IT°S NOT EVEN HALF OVER, and

===l 2017 has already been a year
for the record books for traditional retailers. Just
not in the way they would like.

National brands like J.C. Penney, Macy’s, and
Sears kicked off the year by reporting awful
holiday season results—and then announcing
hundreds of store closings. Big names from Ralph
Lauren to Staples followed suit, bringing the
number of national chains’ store closingsto B>

g
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== a whopping 2,770 as

of mid-May. Credit Suisse

in April forecast that 2017
would see the highest
number of closures since the
Great Recession.

Then there are the bank-
ruptcies, including once-
vibrant chains like the Lim-
ited, Payless ShoeSource,
and RadioShack. As of early
May, S&P Global Market
Intelligence tallied a record
18 retail bankruptcies, al-
ready matching the total for
all of 2016. The carnage is
on full display in the new
Fortune 500 list: House-
hold names like Macy's,
Sears, and Kohl's all took
tumbles down the list, as
did other struggling chains
like GameStop (falling 19
spots, to 321) and Dillard’s

(which fell 37, to 417).

Symptoms of an industry-
wide meltdown? Well, not
exactly. Retail industry
spending in the first four
months of the year rose 3.6%
compared with the same
period in 2016, according
to Department of Com-
merce data. The National
Retail Federation expects
that growth to pick up even
more this year, thanks to low
unemployment and a strong
stock market.

But the way consumers
spend has changed, perhaps
irrevocably. And for stores
that can’t adapt, theres

likely to be more pain ahead.

One of the biggest prob-
lems is shoppers’ discount
addiction. The rise of Ama-

| zon and of smartphones as

STORE CLOSURES ANNOUNCED IN 2017

RADIDSHACK
1,000 STORES CLOSING

BANKRUPT COMPANIES
I.

PAYLESS SHOESOURCE
4o0

MAY SHUTTER AN ADDITIONAL 400

FAMILY CHRISTIAN STORES
240

HHGREGG
220

shopping tools has pitted
retailers against one another
in a never-ending price war
and put unbearable pressure
on the least capable outlets.

The shift online has
also meant less need for
America’s sprawling malls
and megastores. The U.S, has
almost twice the retail square
footage per capita of Europe,
creating unsustainable
oceans of store space. Just as
bad? Many retailers’ supply
chains are out of date, leav-
ing them unable to keep up
with consumers’ fast-chang-
ing and localized tastes.

A closer look at the chaos,
however, will show that the
companies hurting worst
have a lot in common: A
disproportionate amount
of the suffering has afflicted

THELIMITED
250

WET SEAL
170

BCBG MAX
AZRIA 120

GORDMANS

EASTERN
OUTFITTERS

apparel chains and depart-
ment stores, many of which
are selling undifferentiated
products (basic T-shirts and
jeans for everyone!). Chains
that were scooped up dur-
ing the recession by private
equity firms, and loaded
with erippling debt loads,
were also hard hit. (Looking
at you, Neiman Marcus.) It’s
difficult for these companies
to pay interest expenses, let
alone invest in e-commerce
or improve their stores.

But despite the dour
headlines, some retailers are
doing quite well —Walmart,
Home Depot, Costco, T.J.
Maxx, and Best Buy among
them. These companies have
evolved with consumers,
remaking their stores, while
creating robust e-commerce
platforms. (See more on this
topic on page 27.) Walmart,
for instance, offers discounts
on online orders if theyre
picked up in-store—encour-
aging “add-on” shopping,.
And Best Buy is reinventing
itself as a place to get expert
advice on smart homes and
more sophisticated services.

Make no mistake, many
large national chains face
grim futures. But look
beyond clothing chains
and department stores and
you’ll see a pretty healthy
industry. What seems like
a retail-pocalypse is really
a shift in where and how
consumers shop. “Retail
has gone through periods of
creative destruetion before.”
says Joel Bines, a managing
director at consulting firm
AlixPartners. In the end, the
companies left standing may
emerge stronger than ever.

10
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PEOPLE STILLLOVE

SORRY, URBANITES:

This decade, Americans were supposed to
flock en masse to cities—and for the first five
years they did, reversing suburbs’ historic
surge in prioryears. But according to new data,
in 2016 suburbs’ population gains outpaced
cities for the first time since 2010, The Sun-
belt's suburbs grew the fastest, far surpassing
the Snowbelt's cities [and its suburbs). To be
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LET’S SAY YOU BOUBHT $2 warth of stock of every company on the
Fortune 500 list in 2000, for $1,000. Then in 2001 you sold it all and
reinvested your gains, again buying an equal amount of every stock on
that year's list—and repeated the process annually until 2017.

Your Fortune 500 portfolio would have lapped the S&P, earning 481%.

£6,000

SJDUB ek et e SRR
BROWTH OF $1,000 INVESTED IN
FORTUNE 500 COMPANIES’ STOCKS -

SOURCES: BLOOMA CTSET RESEARCH SYSTEMS

PRESIDENT TRUMP may have pulled the U.S. out of
the Paris Agreement, but renewables already have a
foothold in America’s energy landscape. Solar pawer
generation has soared in recent years and is more
competitive than ever with fossil fuels.

40 million megawatt-hours

2008

2010 2012 2014

2016
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Get Ready for
Fast Furniture

The consumer thirst for the latest
trends remade the fashion industry—
home goods are next. BY ERIN GRIFFITH

= T BY VIRTUE of its

TECHNOLOBY inventory, the
furniture industry is a bit clunky. But
it’s about to get a lot nimbler, thanks to
technological breakthroughs and shift-
ing consumer demands.

Today’s home-goods shoppers want
the same things they want from their
clothing retailers: speed, affordability,
and wide selections. Disruptive “fast
fashion” chains like Zara and H&M have
trained consumers to expect up-to-the-
minute trends. Now people approach
decorating their home “very similarly to
how they engage with their wardrobes,”
says Noa Santos, CEO and cofounder
of Homepolish, an on-demand interior
design service. “A space is never really
done.” Plus, the idea of waiting eight
weeks for a couch delivery seems absurd,
especially to younger consumers.

The shift has created an
opening for upstarts like
Cloth & Company, which
launched in 2016. Taking
advantage of advances
in digital textile-printing
technology, the company
custom-prints fabrics
in-house in a matter of
days. That means Cloth &
Company holds no inven-
tory, takes more design
risks, and can spin up
partnerships with retailers
like Target and Amazon
in a matter of a month,
says cofounder Meganne
Wecker.

For incumbent furniture
players, particularly at the
high end, the challenge
will be streamlining
operations, more than
improving design. Most
people can’t tell the
difference between a
$15,000 Eames lounge
chair and a $2,000
replica—especially on
Instagram.

o

On-trend
sample
chairs by the
on-demand
furniture
startup, Cloth
& Company.

ASTOCK-
MARKET
SKEPTIC EYES
THETRUMP
BUMP

NOBEL LAUREATE
ROBERT SHILLER,
FAMED FOR HIS
CLAIRVOYANCE,
TELLS FORTUNE'S
JEN WIECZNER
WHY IT'S TOD
SOON TO PANIC.

E1 You sawthe
dotcom bubble
coming early. Do
you see similar
warnings today?
The market
doesn’t seem

as excited now.

I think people are
more anxious and
worried. Para=
doxically, it may

be helping support |

the markets.
People might

buy stocks be-
cause they think
that they might
lose their job; they
might be replaced
by a robot.

# Does the spec-
ter of a Donald
Trump impeach-
ment pose arisk
to markets?

If Trump were to
heimpeached,

N

i thatsesmstome
: suchanintense
i thing, I thinkit

i would hurt the

stock market.
Ithinkwe'd have
real anger and
protests.

B3 The stock

market’s volatil-
ity has remained

extremely low.
i Why?
: Volatility hasn't

been high in times

of war. Similarly

now, | think all of

this talk about

Donald J, Trump
might be just

i distracting people
i fromthemarket

i and perversely

i making volatility

i low.lfwehadan

i impeachment,

that would make
markets volatile.

I What's your

outlook on the
market now?
Iwould sayit's
overall overval-
ued, but notex-
tremely so. | know
from my own sur-

| veydata, people

in America think
that the stock
market is high:
People still don't
have extravagant

i expectations, so

I'think we're not

i [dueforabursting

bubhble] yet. Even
technology stocks
appear under-
valued. We could
go for years with
home prices going
up asthey have,
4% or 5% a year,
since 2012. And
the stock market
could go up too.

O SHILLER: DOMINIK BUTZMANN=LAIF/REDUX; CHAIRS: COURTESY OF CLOTH B COMPANY
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Tourists:
China's
New
Political
Weapon

When you cross Beijing,
thedangerisn'tthat the
Chinese will come

pay you a visit—it’s that
they won't. BYCLAY DILLOW

WHEN THE
first pieces
of a controversial missile-
defense system arrived
in South Korea early this
spring, China—which
opposes its installation—
responded with a weapon
of its own: its tourists.
Within days after
the equipment arrived,
Chinese tour operators
began canceling trips and
packages that would have
sent travelers to South
Korea, resulting in a
66% decrease in Chinese

. Chinesesight-
"\ seershravethe
.+ elementsbut
heed Beijing's
. ‘travelwarnings.

visitors to the country in
April alone.

South Korea isn’t the
only target. Hong Kong,
Taiwan, Vietnam, and
Japan have all experi-
enced varying degrees of
Beijing’s cruise ship di-
plomacy. It usually comes
in the form of warnings
from China’s tourism
agency, bad press from
state media, and mes-
sages to travel agents. The
losses are potentially high:
Some 133 million Chinese
tourists spent $261 billion

HO0K UALUE

NUGGETS,
AND BULLION,
AND BILLS,
OH MY!

AMERICA HAS A THING

for gold. [Exhibit A: the
new curtains inthe Oval
Office.] Inc. magazine
editor James Ledbetter
chronicles this national
romance with metal in
his new book, One Natign

abroad last year, up 20.2%
over the year prior.
Beijing encourages its
citizens to travel abroad
and wields their spend-
ing as both a carrot and
a stick. Last year Taiwan
and Hong Kong saw
significant declines in
Chinese visitors—16%
and 7%, respectively—
that corresponded with
moments of international
tension. For example,
after a more national-
ist Taiwanese President
came to power in May,

Under Gold, a surpris-
ingly readable history

of U.S. monetary policy.
Starting with America’s
earliest currencies
[befare greenbacks took
aver, there were "shin-
plasters,” “stump tails,”

year-over-year mainland
tourism dropped nearly
30% in five months.
Tourism numbers tend
to rebound as tensions
relax.

In South Korea, though,
the pain continues.
Chinese travelers (who ac-
count for half of its foreign
visitors) booked 28%
fewer stays between four
and eight nights in the
second quarter of 2017,
according to data firm
ForwardKeys. At least Bali
is nice this time of year.

and “smooth monkeys”],
the book traces the
chaotic end of the goid
standard and dissects
our modern ocbsession
with trying te bring it
back. The persuasive

' conclusion? Don't.
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LIFE, ACCORDING
T0 MARTHA

Fortune caught up

with the lifestyle god-
dess for herthoughts
on the state of
Americanwork and play.
Watch the full interview
on Fortune.com.

OM THE INTERNET

| thought it was going
to save us so much
time to do so many
other things: Instead it
is a huge time waster.

ON SNOOP DOGS
Snoop and | are creat-
ing anew genre of TV
with Mortho & Snoop’s
Potluck Dinner Party.

| met him on my show,
and he was a fun guest,
cooking brownies,

of course. [| do not
partake of what he's
partaking of.]

ON HOW TO MAKE IT
Bahy, don't cry,
,  Don’tery, don'twhine,
* anddon’t kvetch,

ON PRISON

| have a lot to say
aboutit. I've been
waiting to write about
it. | will be daing

that soon.

_ TNNQURTION

Titans of
Business
Think Small

Inthis innovate-or-die
era, the Fortune 500
turn theireyesto
startups for inspiration.
BYVALENTINAZARYA

A ROBUST startup ecosys-
tem seems to be work-
ing for Silicon Valley, so
why not the rest of us?
Walmart (No. 1 on the
2017 Fortune 500 list)
launched its first technol-
ogy incubator in March,
becoming the latest
company with not just a
skunkworks (though it has
one of those too), but also
a Bay Area-style incuba-

=
—~=t e

o

Lockheed Mar-
tin's Clarence
"Kelly* Johnson
{right], creator
of the original
Skunk Works,
with his succes-
sor, Ben Rich.

BIG BUSINESS TO ENTREPRENEURS: HAVE CASH, WILL TRAVEL

s

tor, accelerator, or lab.
Since 1943, when Lock-
heed Martin launched the
original corporate Skunk
Works (that’s still the
name of its Advanced De-
velopment Programs divi-
sion), corporations have
sought to mimic upstarts’
nimbleness with in-house
projects that are separated
from the bureaucracy
of the larger company.
Alphabet’s Google X may
be the buzziest example,
but Coca-Cola, Deloitte,
Lowe’s, and Target are
all running their own
similarly minded entre-
preneurial initiatives.
Several Fortune 500
names have also set up in-
dependent investing shops
to get a piece of early-stage
firms on the outside. Intel
Capital, Google Ventures,
and Salesforce Ventures
were the most active
corporate VC funds last
year by number of deals,
according to CB Insights.
Startup culture? Not just
for startups.

FACEBODK ORACLE WALMART DUPONT
The social network’s In April the software Stare No. 8 [anhomage This summer, in
Paris-hased accelerator, giant began recruiting tonan early location partnershipwith the
Facebook Startup engineersforanas- ; whaere Sam Walton ¢ University of Delaware
Garage, will give : yet-unnamed “startup” | experimentedwithstore | andthestate, DuPontwill
employeesfroma i withinitsU.S.operations. | layouts]isanin-house | openits100,000-sguare-
dozenstartupsoffice @ Employeesofthenew |  accelerator focusedon foot Delaware Innovation
space, technical help, unitwillexplorehowto | Walmart'se-commerce Space, housing STEM-
and mentorship forsix usenewtech—including ;| future. Lastmaonththe focused early-stage
months itsSeptember |  much-lovedinitialisms | companyannounced its startupsand helping it
insuguralclasswilifocus | VR andAl—toserve first portfolio company, build up an acquisition
¢ pgsonal-datafirms.. | existingcustomers. Code Eight. pipeline.
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ADIDAS’'S

Apple’s venerable
iPhone represents
63% of its $216 hil-
lion revenue. If it
were a stand-alone
company, it would
still be one of the
world's largest.

sl

‘112
Berkshire
Hathaway's insurer
made over $25 hil-
lion in 2016. [t's one
of several Berkshire
businesses that

would make the 500
list if broken out,

AMAZON WEB

O STAN SMITH SHOE: COURTESY DF ADIDAS

RERVICES

FOR THE FIRSTTIME morethan  80% .
half of Americans approve of

DISAPPROVE 55% NE.
/@V\ : 2

POLITICS

HOW AMERICANS  Dbamacare, _accnrdi_ng toGal- gg

LEARNED lup. Maanw_hlle,aKalser poll| TGRS NN Nt

T0STOP fourid hat fusc o aphiove. g Originally built to

WORRYING AND ofthe House'sattemptto = S D ol et

LOVE THE ACA replace . TRe lesson for the the company’s cloud-
GOP? Theidea of changeis T e computing platform

now fuels much of
the Internet and

makes more than
$12 billion a year.

often more popular than the

real thing. —SY MUKHERJEE A e

SOURCE: GALLUP

APR. 2013

APR. 2015
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SHANTANU
NARAYEN

CEO
ADDBE

AGE 54

FROM Mumbai

INCLOUD WETRUST

CEO since 2007, Shan-
tanu Narayen has over-
seen a period of explo-
sive growth for the San
Jose software company.
AsAdobe has embraced
a cloud-based subscrip-
tion model, its stock has
beenonatear,up43%
[to $142] since late May,
with annual revenues of
$5.85 hillion.

FOGGY BOTTOM When

Narayen became CEO,
“you could see there
were some dark clouds
on the horizon,” he says.
The global financial cri-
siswas just around the
corner, and Adobe was
not landing new custom-
ersas fastasdesired.
“Ididn’t time that very
well,” Narayen jokes.

OUTSIDE THE BOX By

2008, Adohe embarked
on an ambitious mission
tooverhaul the way it
shipped popular prod-
ucts like Photoshop.
“Acrisisisaterrible
thing to waste,” Narayen
says. Adobe switched
Ao asubscription model,
opening the doortoa
new way to deliver soft-
ware inwhich customers
could more easily
receive updates and
new features.

FINDING WALL STREET

Investors were con-

G

Adcbo Photoshop GG 2014

Feathar: 1oz T Antlalas

* Shantanu_Adobepsd @

-BUSINEEE IN THE CLOUO

L ASH FURWARLD

As Adobe arrives on the Fortune 500 for the first time, the software maker’s chief
shares how the cloud led it to a sunnier future. ASTOLD T0 JONATHAN VANIAN

cerned Adobe was
spending too much
ondata centjrs.put
Narayen convinced them
itwould pay off. “I think
we did agood jobofthat,”
Narayen says. By going to
the cloud, Adobe ended
up saving money with the
switch from one-time

licenses to recurring
subscriptions. Narayen
adds that ditching pack-
aging also helped.

THE NEXT FRONTIER

Narayen sees artificial
intelligence asagame
changer, buthe warns,
“Many companies just

say A.l. withoutunder-
standing how they want
toapplyit.” Adobe’sA.l.
plans start with voice
commands. Imagine
brightening colors on

DOUBLE DUTY
Adobe’s board elected

Aphoto of
Narayen, asseen
through the

lens of Adobe’s
cornerstone
software,
Photoshop.

L

Narayen asits chairman
thisyear ontop of his CEO
duties. Narayenis guick to
mention Adpobe couldn’t
be successful without his
staff's hard work. But,
hesays, “maybeitisrec-
ognition of some of the
contributions|'ve made
inthe company.” @
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SIURM CHASERS

THERE’S AN AWFULLY 600D
reason that the world's top
executives, entrepreneurs,
and financiers gatherin
AspeninJuly—and it's not
justthe gorgeous weather,

At our annual Fortune Brainstorm Tech, ideas sprout like wildflowers
in a meadow. Ahead of this year's summit—whichis July17to 19
and by invitation only, though you can watch most sessions at
Fortune.com—here’s a look at some of the luminaries wha have
graced the Brainstorm stage over the years. Can you match the
savants with what they said? Give it a go—then check your work

MARK ; - Ly
ZUCKERBERG using the answer key below. BY ANDREW NUSCA
Chairman, L
Cgrfai“r?éjﬁq.r' JEFF BEZOS

Founder,
chairman,
and CED,

Faceboaok

MEGAN
SMITH
3rd Chief
Technology
Officer
of the U.S.

SATYA
NADELLA
CEQ,
Microsoft

BOB IGER
Chairman

SHERYL
SANDBERG
Coo,
Facebook

PADMASREE
WARRIDR

and CEQ, : TR - CEO, NIDU.S;

Disney

MADELEINE JOHN
ALBRIGHT MCCAIN
ormer Senator
ar [R=Ariz.]

TRAVIS
KALANICK
CED, Uber

aRANsTORMIELH

“Let’s take what we're good
at and rethink it. That's
not a side project. Thatis
the very company itself.”

“The Internet is not wires
andtech—it'sjustus. It’s
full of all of our greatness
and biases and racism and
misogyny. It comes through
inthe algorithms.”

“| believe the United States

needs to have a moral

foreign policy.”

“Building a platform is

the essence of being a

technology company.

Allow people to build

things on top of you.”

“Innovating for constraints
will drive the next genera-
tion of technology.”
“Marketplaces don't

work when people are
cheating.”

“The head of any company
should be optimistic. If
you're trying to lead any-
body, you'd better not be
pessimistic. Not tao many
people follow pessimists.”

“The shift to mobile is the
fastest adoption of a
communication technol-
ogy that we've ever seen.
The word ‘online’ is about
to be something only your
parents say.”

“We're a long way from
the end of history as far
as America is concerned.”
“Important industries

are rarely built by one
company.”

ANSWER KEY ¥

0T sozeg (g uwienap ‘g biagpueg
14 1ab] igyoiue|ey 'guoLuep | Duague
-4onZ {g WBUO)Y ' NIWS 1T B|jBpeN

OMCCAIN: BLOOMBERG/BETTY IMAGES; IGER: ABC/IMAGE GROUP LAVIAGETTY IMAGES; KALANICK: DESIREE NAVARRO—WIREIMAGE/GETTY IMABES; ALBRIGHT: DIMITRIOS KAMBOURIS—BETTY IMAGES: SANDBERG: JEROD HARRIS—WIREIMAGE /BETTY IMABES; SMITH: RICHARD
MCELANE—GETTY IMAGES FOR SX5W; ZUCKERBERG: DAVID PAUL MORRIS—BLOOMBERG/GETTY IMAGES; NADELLA: JASON REOMOND—AFP/GETTY IMAGES: WARRIOR; DAVID PAUL MORRIS—BLOOMBERE VIA BETTY IMAGES; BEZ0S: MATTHEW STAVER—~BLOOMBERE VIA GETTY IMAGES
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DC Water’s

waste-treatment
facilities, withits
digestersatrear.

TURNING WAS Tt
XRU

DC Water needs costly infrastructure—pipes, especially—and
the utility is finding creative, entrepreneurial ways to pay for it.
BY JENNIFER ALSEVER

p—
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=zl )

: I: ‘ H‘;—.“J

THE WATER AUTHORITY in
Washington, D.C., receives
1,500 wet tons of sewage into
its wastewater-treatment fa-
cility each day. CEO George
Hawkins views it as liquid
gold—an ingredient for a
moneymaking operation that
could help pay for repairs to
its aging infrastructure, His
agency, DC Water, cooks,
sterilizes, and turns that
sewage into a soil fertilizer
called Bloom, which began
shipping this spring to nurs-
eries and garden centers in
the region.

Ignore the “ick” factor.
DC Water is among a
handful of utilities that is
innovating to save or gener-
ate money. Philadelphia’s
utility is using the water that
washes into the sewers dur-
ing storms to keep its parks
green. And in Portland, Ore.,
purified wastewater is being
used to make beer. (No one
says you have to drink it.)

The Washington initiative
is ambitious. The process be-
gins with the matter flushed
down a toilet, which may
travel through any of DC
Water’s 1,800 miles of sewer
pipes to the wastewater-
treatment plant. Oils, fats, sediments, and objects
are screened out, and the water is disinfected.
The remaining sludge then goes through a
three-stage process that cooks it in high heat and
pressure, sterilizing and softening it. The clean
sludge is then sent to four 80-foot-tall anaerobic
digesters, where giant mixers churn the liquid
for two weeks while a population of microor-
ganisms called “methanogens” eats the organic
matter, producing methane gas for electricity
that ultimately powers a third of the water plant’s
operations. The solids then travel to a belt-filter
press that squeezes out water and delivers the
crumbly compost to bunkers that can hold 1,000
tons each.

The result can be used to fertilize gardens and
trees. (Bloom fertilizer is in high demand, says
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Brian Riddle, who bought 1,000 tons of it for his D.C.-area

affordable fertilizer that’s safe and natural. “Bloom,” he says,
“is loaded with valuable nutrients.”)

DC Water spent several years investigating and testing
the technology, which was already in use in Europe, before
spending $470 million on the equipment two years ago. DC
Water would have needed to spend most of that money any-
way to treat the biosolids, and this was a way to do thatin a
sustainable manner and generate revenue to fix aging pipes.
More than half of the D.C. pipes are 79 years or older—some
| dateto 1860—and the agency estimates a need for at least
[ $1 billion in repairs in the coming years.

Bloom’s sales are still fledgling, and Hawkins says it may
take two or three years to ramp up. But the approach was a
‘ necessity. “It’s literally like a startup,” he says. “Our business
model was going to fail without fundamental change”
That could be the case for much of America’s broad ar-
‘ ray of infrastructure, says Greg DiLoreto, past president of
the American Society of Civil Engineers, which produces a
report card on the state of the nation’s infrastructure every

garden centers, Homestead Gardens. He says it’s hard to find

INFRASTRUCTURE

four years. America’s grade this year: D+. The nation’s
14,748 water-treatment facilities are in particular disrepair,
suffering from 240,000 pipe breaks a year. Those facilities
will need to serve some 56 million new customers over the
next two decades, says DiLoreto,

He praises DC Water's initiative. “That kind of innovation
will make the money go a lot further,” says DiLoreto, “but we
still need investment or we're going to see more pipe breaks
and more Flint, Michigans.”

DC Water’s new investment has allowed it to cut its operat-
ing budget, as well as its biosolid disposal and energy costs,
making it the largest generator of clean energy in the Wash-
ington, D.C., area. The utility has even more plans to generate
revenue, including selling “sewer-thermal energy,” which uses
heat exchangers inside the city’s underground sewage system
to heat and cool buildings—much like traditional geothermal
energy drawn from the earth’s core. The sewer energy is being
tested at several of DC Water’s own buildings before being
rolled out to potential customers. Other plans are in the
works too. They give new meaning to the old phrase “Waste
not, want not.” @

OLD PROBLEM,
NEW DATA

CANTRANSPORTATION
APPS HELP ADDRESS THE
NATION’S AGING ROADS?

WHEN IT COMES to fixing
the nation’s crumbling
roads, the one thing

you can count on is that
political rhetoric will far
outpace spending. That
makes information—say,
which portionsof a
decaying highway force
drivers to slow down
most often—crucial in
deciding where to target
government dollars.
Enter the data-drenched
startups of the new

o
Wazeissharing
raffic datawith

thecityoflLos
Angeles.

San

a Bernar

no I‘

economy. Google's Waze,
the mapping app that
optimizes routes to avoid
traffic, along with ride-
sharing company Uber, is
helping officials prioritize
by delivering data col-
lected from millions of
drivers on the road.

Just two years afterits
start, Waze's Connected

Citizens program delivers
free data to 250 cities
and half of the nation’s
state transportation
departments. [inreturn,
Waze receives informa-
tion from its government
partners.] The program
helps identify traffic pat-
terns, map potholes, and
suggestwhere to allocate

Tesources.
Rio de Janeiro, beset
by complaints about its
infrastructure in the run-
up to the 2016 Summer
Olympics, used Waze's
data to validate locations
for two new highways and
then to manage traffic
and road closings during
the games. Boston used

Waze data to determine
which intersections were
most congested and which
needed new stoplights.
Theresult:an 18% reduc-
tion in congestion at key
intersections.

Waze may not be able
to fixaroad—butitcan
find the one that needs
the most urgent attention.
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control.” Lockheed stock swooned as much as
4% that morning, then another 2% just before
Christmas when Trump threatened to revoke its
contract—and hire Boeing to build a jet instead.

“There is a lot of noise, and the noise is going

both directions,” says Dan Denbow, senior portfo-

lio manager for USAA.

Indeed, since taking office, Trump has become
a powertful ally of the Boeings, Lockheeds, and
Northrop Grummans of America, contractors

Palicy is hard to predict under Trump, but defense
spending seems certain to grow. These Fortune 500
stocks should help investors feel safer. BYJENWIECZNER

that are also among the largest U.S. manu-
facturers and biggest taxpayers. Bumps aside,

AS HAWKISH as he was as a pI’eSi—

: dential candidate—advocating,
for example, that the U.S. “bomb the hell out of
ISIS"—as Commander-in-Chief, Donald Trump
has sent some mixed signals to the aerospace and
defense industry. Investors remember, in particu-
lar, a stretch in December, when the President-
elect’s breakfast routine apparently included
16bbing Twitter attacks at America’s biggest
government contractors.

There was the day he targeted Boeinf with
a tersely tweeted missive to “Cancel order!” for
a new Air Force One, shaving 1% off the plane-
maker’s stock. A week later, he similarly fired
away at Lockheed Martin’s F-35 fighter jet pro-
gram, whose costs, Trump tweeted, were “out of

fadd

FORTUNE.GOH #/ TUN.15.17

Boeing has seen its stock rise 31% since the
presidential election. The S&P 500 aerospace
and defense index is up more than 21% over
the same span, nearly double the returns of
the broader market. Now investors believe that
Trump could be the best thing to happen to the
sector in years, with the Commander-in-Chief
promising “historic” increases in U.S. defense
spending (which has declined 17%, to $585 bil-
lion, since its peak in 2011) and an enormous
expansion of the U.S. Navy to 350 ships, up from
the current 275. “We're in the early innings of a
defense up cycle,” says Jason Adams, an aero-
space and defense analyst at T. Rowe Price, who
has recently been making the rounds to clients
explaining why the asset manager is currently
overweight in the stocks.

After all, companies that make airplanes
and armaments for the U.S. and other govern-
ments—not to mention passenger jets, the B>

A ILLUSTRATION BY OLIVER MUNDAY
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1> safest mode of transportation for civilian
travel today—have a proven ability to survive
even unsympathetic Presidents and recessions,
in peacetime as well as war. In fact, on this year’s
Fortune 500, of the 54 companies that have
made the list every year since its launch in 1955,
eight are in the aerospace and defense industry.
A handful of others are industrials that contrib-
ute engines and other parts for both military and
commercial planes.

Military contractors, employing multitudes
of engineers and, yes, rocket scientists, are
also something of a stealth center of American
innovation, responsible for breakthroughs in ev-
erything from autopilot (now the foundation for
self-driving cars) to fiber-optic networks (being
used by Google and others to provide ultrafast
Internet) and semiconductors. “The things that
we as consumers today just take for granted
were pioneered by these companies,” says James
Cross, vice president, research analyst, and
portfolio manager with Franklin Equity Group.
“These companies classified as old-world metal
benders are also on the leading edge of a whole
host of technology.”

Of course, those advances have largely been
driven by necessity, and the bull case for defense
stocks is partly based on the fact that the world
has become a scarier place than many of us be-
lieved just a few years ago. Since 2013, Russia has
invaded Crimea, putting much of Eastern Europe
on alert; North Korea has persisted in testing its
slowly improving missiles; ISIS and its followers
have made mass terrorist attacks an all-too-regu-
lar occurrence; and eyberattacks have emerged as
a formidable danger, from the WannaCry ransom-
ware that crippled businesses worldwide to the
revelation that foreign hackers likely interfered
in the U.S. election. “The threat environment has
become more complex, and the list of worry items
has lengthened,” says Cross.

RAYTHEON (rrn, s183)

One company addressing those threats on
multiple fronts is Raytheon (No. 116 on this
vear’s 500 list), the defense company that also
invented the microwave oven shortly &fter World
War I1. When Trump ordered a strike on Syria in
April in response to the Assad regime’s chemical
attacks, the U.S. military used 59 of Raytheon’s
Tomahawk missiles to earry it out—and prompt-
ly placed another order. Investors like Raytheon

because it's a provider of high-tech weapons systems that can be guid-
ed to long-distance targets by computers while keeping U.S. soldiers
out of harm's way—an approach the military is increasingly shifting to
for the future. “What’s the point if you're dropping dumb bombs off a
great new aircraft?” says Cross, who manages the Franklin Small-Mid
Cap Growth fund. “You need both.”

Raytheon is likely to be a major beneficiary of the nearly $110 billion
arms deal Trump signed in May with Saudi Arabia. Already on track to
grow earnings at a clip of 10%-plus through at least 2019, Raytheon is
also enjoying international demand from other countries, such as Po-
land, where a deal worth as much as $7.6 billion is currently pending.

Raytheon benefits from its focus on perennial staples of modern
warfare. “They don’t make ships. They don't make planes. They don’t
make tanks. They don’t make submarines. They make missiles,” says
Chuck Harris, director of research at ClearBridge, which is a major
owner of Raytheon stock. At the same time, its wide range of products,
which includes eybersecurity technology, makes its revenue more
stable. Tts more than 8,000 contracts mean it’s less dependent on
any one program than the typical defense company. Raytheon stock,
trading a little under 22 times estimated earnings for the next 12
months, is not cheap, but Harris thinks the valuation will be justified
by aceelerating growth in the next few years. “Unfortunately, we
believe the threat is high enough that spending for their product is
going to continue to increase,” he says.

BOOZ ALLEN HAMILTON (san, sas)

When the U.S. government gets nervous about getting hacked, its first
call is often to Booz Allen Hamilton (No. 481). “This is the preeminent
cybersecurity franchise in the government-contracting industry,” says

LAUNCH SEQUENCE INITIATED

DEFENSE AND AEROSPACE stocks soared just after the election;
they widened their lead over the broader market this spring after
President Trump formally proposed a big boost in military spending.

21.2%

S&P AEROSPACE & DEFENSE
SELECT INDUSTRY INDEX

10

SEP 500 INDEX
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SOURCE: BLOOMBERG
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Adams. Rather than selling the software itself,
“Booz Allen Hamilton sells you the best systems
engineers in the world,” he adds. And yet Booz
Allen, which grew revenue 11% last quarter,
trades at 21 times estimated earnings, far lower
than Silicon Valley cyber stocks like Palo Alto
Networks, which has a forward price-to-earnings
ratio of 45. “This is an entire new category of
defense investing,” adds Cross.

LOCKHEED MARTIN (umr, s284)

The defense giant behind the F-35, Lockheed
Martin (No. 56) has reached a truce with Presi-
dent Trump (in part by pledging to bring 1,800
new jobs to Texas) and is moving ahead with the
next-generation fighter jet. THe one-seater plane
is packed with enough sophisticated technology
to make it a mission control center in and of itself,
from reconnaissance sensors to radar-evading
technology that allows it to sneak up on enemies
undetected. Lockheed offers “incredible amounts

o

AIRBORNE
ASSETS
Increased

U.S. military
spending should
boost defense
contractors like
Lockheed Martin,
maker of the F-35
fighter jet[1];
Raytheon, whose
missile product
lineincludes

the Tomahawk
BlockIV[2];and
Boeing, whose
Chinook helicop-
ter (3] iscrucial
to moving troops
and artillery
incombatzones.

of technological ability that we don’t think Wall
Street always understands,” says Cross.

Lockheed already has buyers lined up for the
fighter in the U.S. Air Force, Navy, and Marines,
plus at least 10 other countries; Saudi Arabia is
also expected to order some F-35s. “That'’s still
very early days, so that'll have a good tailwind,
pardon the pun, for Lockheed as that program
rolls out,” says Denbow, who believes the com-
pany’s costs will also come down the more F-35s
it makes, as production becomes more efficient.
By 2018, Denbow thinks, Lockheed’s earnings
will accelerate to a yearly growth rate of 10% or
more for years to come, perhaps giving it room
to further boost its dividend, which has grown at
least 10% annually for the past 14 years, and cur-
rently yields 2.6%.

BOEING (sa, s187)

The kind of technology found on F-35s is also
landing on commercial flights, creating what
investors are calling the “connected plane,” the
way Internet-of-things gadgets have given rise
to the “smart” home. Boeing (No. 24), whose
latest planes generate 10 times as much data as
its previous models and can also be equipped
with high-speed Wi-Fi, is now selling services to
airline customers to harness that information to
make maintenance and air-conditioning more
efficient. The company has racked up a “tremen-
dous” backlog for its newest 737 MAX and other
planes, says ClearBridge’s Harris, setting it up

to boost earnings and profit margins through
2021 and beyond. “It’s a nice equation for
success for the next several years,” he says. Boe- |
ing also makes transport helicopters and fighter |
jets, programs that are in line to get a piece of
Trump’s $52 billion proposed budget increase
for the military.

HONEYWELL (ron, s133)

Though it’s more of a diversified industrial com-
pany than others on this list, Honeywell (No. 73)
claims to have made something for every com-
mercial, military, or space aircraft flying today.
The company has also sent its “smart” wireless
tech 51,000 feet up: Its touch screens can be
found on planes in both the cockpit (supplying
real-time weather updates and 3D maps) and
cabin (offering on-demand movies). “We're in
the very early stages of exploring that opportu-
nity set,” Adams says. If investors are right, such |
stocks are ready for takeoff.
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IN THE 18808, lan Schrager
pioneered the concept of the
boutigue hotel: a new breed of
high-design hotels with distinct
character and a heavy empha-
sis on chic, atmospheric lobbies
that became social hubs. The
concept was laughed off at the
time; now, boutique hotels are
a mainstay of the industry. [For
more, read “Marriott Goes

All In,” in this issue.] This manth
Schrager cuts the ribbon on

his latest work: Public New
York, a stylish, 370-room luxury
property on Manhattan’s Lower
East Side. But this time the
disruption is in the price: $150
per night. We sat down with the
70-year-old visionary to talk

about Public, the hospitality
industry, and, of course, Airbnb.

So what’s the big idea

behind Public?

The primary idea is luxury
for all. I think that is an im-
portant idea; it’s revolution-
ary. It’s taking luxury and
democratizing it and making
it available to everybody. It
has nothing to do with how
rich you are or the tradi-
tional criteria used for luxury.
It’s a very sophisticated place,
but it’s not dumbed down.
People aren't giving up any-
thing that they might expect
to find in a luxury hotel.

How do you do that for $150

a night in New York?

By editing and rethinking
the business model and
getting rid of'all those things

The father of the boutique hotel has strong words for his industry peers on
their battle with Airbnb. They should probably listen. INTERVIEW BY LEIGH GALLAGHER
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that people really don't care
about that are superfluous
and leftovers from a bygone
era. I don’t think getting
service by somebody in a
military uniform with gold
buttons and gold epaulets
and white gloves, with an
obsequious manner; is
something people really care
about. They don’t care about
those traditional signposts of
luxury. They've completely
changed. But for some rea-
son the luxury approach in
hotels hasn’t changed.

But you say this is not a hotel
for millennials.

Building a hotel for mil-
lennials is the most stupid
idea I've ever heard in my
life. If you do a product that
resonates, it doesn’t know
any one demographic. Did
Steve Jobs make the iPhone
for millennials?

Speaking of millennials, what
do you make of Airbnb?
Airbnb is one of those bril-
liant, genius ideas, and I
don’t really throw genius out
so quickly. I think those guys
were brilliant. They came up
with a really great idea that’s
so obvious—but I think all
the great ideas are kind of
obvious. Not only is it a great
idea, but it is a mortal threat
to the hotel industry. Wheth-
er theyre saying it or not, to
me, it’s a mortal threat.

What do you make of the

hotel industry’s response?
The hotel industry is in
denial about [the impact of ]
Airbnb. They’re saying the
same thing about Airbnb
now that they said about
OTAs (online travel agen-
cies) when they got started.
The exact same thing. That’s
not going to work. That may

slow them down, but they're
not going to stop it. You
can’t stop progress.

Do you agree that Airbnb
should have to comply with
the same taxes and safety
regulations as hotels?

I do think that’s impor-

tant for safety reasons and
otherwise. You want to have
a level playing field. But

in terms of what's going to
happen in this fight, that’s

a distraction. It’s a smoke
screen. That’s not the issue.
That’s not the way to fight.
You have to meet a strong
idea with a strong idea. Ho-
tels have to offer the public
a better service and a better
experience and a better price
than Airbnb. And until they
do that, they won't be able to
defeat them.

Should hotels get into
home-sharing?

I think they should. I think
they’re in a better position

to execute. I think the idea
and innovativeness has come
from Airbnb, but I think
hotels could really take that
baton from them and do it
better.

Does the pushback remind
you of when you pioneered
boutique hotels and everyone
thought you were crazy?
The same thing. Any new
idea is always treated with
skepticism. People used to
say only people who wore
black and lived in SoHo
would come to my hotels.
Now there are more bou-
tique lifestyle hotels being
developed than any other
kind of produet in the hotel
space.

You've been working with
Marriott for a few years now.
How has that been?

It's gone very well. Marriott’s
been great to work with, and
it's been very, very expansive
for me. There was a little bit

of a learning curve for them,
and for me. They do every-
thing by consensus. They
can't make a mistake.

I do nothing by consensus.
I think what got us through
was that I have a real affec-
tion for those guys, and I
really respect them. They’re
the best and the brightest
in the business. And they've
become my friends.

Tell me your thoughts

about another hotel guy,
Donald Trump.

I told the Marriott guys

a few weeks ago that you
couldn’t run Marriott the
way I behave as an entre-
preneur. And I don't think
an entrepreneur can run the
country. You need to run it
like a big company. And ev-
erybody laughed, but I really
felt that. Look, I've known
Donald a long time, and I do
like him. I hope he gets used
to the job and does well by
the country. @

bl
lanSchrager™
and guests at.’
Delano South
Beach, 1995.
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PASSIONS

N THE
SRAND LAKE

Whether you're a foreign diplomat or a
chocolate-seeking tourist, Sylvie Gonin,
head concierge of Lausanne’s
Beau-Rivage Palace hotel, has the perfect
recommendation for your timein
Switzerland’s picturesque lakeside city.

BYADAM ERACE

Emerging neighborhood:
Yearsago, the Flonarea
used tobe notvery clean
and alittle bit dangerous,
Now it has been com-
pletely renovated. There's
great nightlife including
barsandcinemas.
Ifyou'reyoung andyou
want to see thelife of
Lausanneg, it'sthe Flon.

Bestnew restaurant:
Very recently, a charm-
ing Italian restaurant,
Amici. opened in the city
center. The cuising is
authentic; the chefs are
from Calabria and Sicily.

| love their homemade
pastas, octopus salad,
and whole fish cooked
with lots of herbs and
butter.

Lakeactivity: Lake
Genevais bigand deep,
and hosts alot of
activities. ltisactually a
famous spot for scuba
diving. CGN, a local com-
pany, operates big, beau-
tiful steamer boats that
will teleport you backin
time. They have a sunset
cruise that is great for
dinner, especially when
theweather is nice.

Under-the-radar
museum: A five-minute
walk from our hotel is
the Olympic Museum.
[Lausanneis the home
of the International
Olympic Commiittee.]
This museum traces the
histary of the Olympics
from the Greeks and
Romans through to the

We asked Sylyie Bonin to plan us a special, singular
dayin Lausanne... "We would arrange a private
limousine transfer in a Mercedes S-Class from our

hotel to the nearby heliport, where you would embark
on a private helicopter ride over Lake Geneva and the

gorgeous Swiss Alps. The flight would travel around
the world-famous Matterhorn and land in Zermatt,

modern games. lt's
veryinteractive.

Chocolate shop: Not
too far from the hotel,
thereis Durig. Dan
Durig, the owner and
chocolatier, works with
organic cocoa only, so
the chocolateis excel-
lentand very pure. He

s "'-‘il :

-

[1]Lutry Beachon Lake
Geneva near Lausanne.
[2]Acheesestallat
Lausanne’s Saturday
market.

worksina modernway,
sometimes adding chili
or other spices, which
can be difficult todowell
butis always very good.

Shopping spree: We don't
have the shopping of
Zurich or Milan or Paris,
but still we have lots of
nice little boutigues and
the Saturday market
outsidein the old town.
Itisfull of local people
andis great for lunch
ora coffes, especially
nowin the spring. Just
remember: |t's open only
untilone o'clock.

where you would enjay a surprise champagne picnic
full of local and international delicacies on a glacier.
The champagne of choice would be either a bottle
of Champagne Salon Blanc de Blancs 1999 or Krug
Grande Cuvee. Afterward you would be whisked back
for a relaxing evening at the hotel’s Michelin two-star
restaurant, Anne-Sophie Pic.”
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JULL LAUGH

A BOOMKWITH A UIEHW

RY!(MAYBE BUY)

Arevolution is underway in retail as the industry

realizes that the primary role of a brick-and-mortar

stare may not be sales, BY ERIN GRIFFITH

IT 1S A WEEKDAY AFTERNOON in May, and a dozen
young women are dabbing themselves with
expensive creams, serums, and balms in the
Glossier showroom, a tiny, light-filled beauty
sanctuary on the sixth floor of an office building
in downtown Manhattan. Even the cosmetics
startup’s employees, whose dewy complexions
match their millennial-pink jumpsuits, are
participating.

Some of the women ai® hére to shop for Boy
Brow eyebrow gel and Balm Dotcom salve,
but that’s not really the point of the space. As
Glossier CEO Emily Weiss recently explained at
the TechCrunch Disrupt conference, the women

FOR MORE
Follow Erin Griffith
on Twitter
{@eringriffith] ar
at fortune.com/
boom

are present because they want to be a part of
something. “While the sales are through the
roof and defy all odds, what’s more interesting
are the girls who come once a week because
they want to feel the energy in the room,” Weiss
declared. “I can't say that about large beauty
retailers.” The showroom is merely one of a
dozen daily touch points, digital and physical,
that Glossier has with its fans.

That’s the future of retail, according to a new
breed of startups that have embraced physical
stores as places for “brand experiences” rather
than mere sales. Consider Outdoor Voices, an
athletic apparel brand that has gained a cultlike
following among young, primarily female fit-
ness enthusiasts. The company’s four stores are
home base for gatherings like “dog jogs,” com-
munity yoga, and brunch parties. As CEO Tyler
Haney explained at the TechCrunch event, its
stores “are not about revenue, but community.”

A statement like that might induce eye
rolls from a traditional retail executive. But
it’s worth considering in a year when store
closings are on pace to break a 20-year record.
Macy's, Sears, J.C. Penney, Staples, and Kmart
are all shuttering stores this year. Payless, the
Limited Stores, Wet Seal, MC Sports, Gander
Mountain, and Rue21 declared bankruptcy
in 2017. The retail landscape is so ugly that
CEOs are issuing mea culpas about missing the
e-commerce wave, as J. Crew’s chief recently
did. “If T could go back 10 years, I might have
done some things earlier,” Mickey Drexler con-
ceded to the Wall Street Journal.

On the flip side is Amazon, which marked its
20th anniversary as a publicly traded company
amid the retail carnage. Famous for defying
shareholder expectations to turn a quarterly
profit, Amazon has watched its stock price soar
since going public in 1997. The company is now
worth about $473 billion; more than Walmart
Stores, CVS Health, Walgreens, and Target
combined. The behemoth has opened seven
physical bookstores with plans for convenience,
electronics, grocery, and home-goods shops.

In the middle of it all are the upstarts, among
them Glossier, Outdoor Voices, Warby Parker,
Harry’s, Bonobos, Rent the Runway, Everlane,
and Cuyana. They are leveraging newly avail-
able real estate to experiment with boutiques,
showrooms, and pop-up shops. Using physical
spaces to build offline community has another
advantage: It's one place where Amazon doesn’t
care to compete. The company’s sensor-packed
Amazon Go convenience stores, set to open
later this year, won't even have cashiers. @l

A4 ILLUSTRATION BY MICHAEL GEORGE HADDAD
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HOWARD
SCHULTZ HAS
SUMETHING
-~ LEFTTO
R PR“VE -

The longtlme CEO of Starbucks has “stepped
‘down” to become executive chairman. Now he’s
leading the chain’s efforts to launch a higher-end
coffee business. It may mean even more to him
thanit does to the company.

BY BETH KOWITT
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BTARBUCKS HOWARD SCHULTZ HAS SOMETHING LEFT T0 PROVE

EVERY YEAR, before Starbucks” annual meet-
ing, Howard Schultz goes to its original
store at Seattle’s Pike Place Market to drink
a doppio macchiato and reflect on how

far the company has come in his more than
30 years there. The most recent annual
gathering on March 22 was Schultz’s last
during his second run as CEO. That gave
the ritual added weight, and he planned a
ceremonial moment to mark the occasion.

Schultz was scheduled to arrive at the
store at 6:30 a.m., but he’s notorious for
running early—“Howard time,” as a col-
league calls it. Those playing some part
knew to get there by 6:15 or risk missing
him completely. One of those people was
Kevin Johnson, Schultz’s chosen succes-
sor as CEO. That morning the two, both in
shirt and tie, suit jackets doffed, spent a few
minutes together amid the bags of beans.
Schultz reminisced about the early days.

Then he formally presented Johnson with
the key to the original store, a possession he
said he had carried in his pocket for nearly
35 years. The two posed for a photo and
by 6:22, with the sun yet to rise, both were
gone. “Note to self: Don't lose the key;” John-
son stage-whispered on his way out the door.

The new CEO need not have Wortied, it
turns out. “I have another key,” Schultz tells
me a month and a half later in his office at
the company’s Seattle headquarters.

Could there be a more apt metaphor?
Handing over control of a company is
always tricky—Schultz, 63, officially
relinquished the CEO job on April 3—

and doubly so when it involves a charismatie, longtime leader
who all but founded the company.

In Schultz’s case, how does a notorious perfectionist who craves
total control apply his perfectionism to the act of ceding control?
That challenge is all the more fraught because his most notorious
professional failure by far was his last attempt to leave as CEO, in
2000, a slow-boiling disaster that eventually concluded with his
triumphant return. Schultz really, really, really wants to nail it this
time. “I would say that, of the list of the most important things that
a public CEO has to get right, succession is in the top three;” he
says. “I did not get it right the first time around.”

For its part, Wall Street has made its position absolutely ... con-
tradictory: Starbucks must prepare a new generation of leader-
ship!! And also, Howard, could you stay just a little longer?!?

None of that makes it easy for Johnson, 56. In addition to
replacing a legend—as he has quipped, he has venti-sized shoes
to fill—the new CEO is doing so at a time when Starbucks’ sales
have turned from scalding to tepid. Same-store sales, a key met-
ric, are still rising, but at the lowest pace since the financial erisis.
The company has fallen short of analysts’ expectations on that
measure for five consecutive quarters.

Despite that, Starbucks’ ambitions are audacious. The company
recorded $21.3 billion in revenues last year, ranking it at 131 on
the Fortune 500—and it’s projecting it will reach $35 billion in
sales by 2021. To achieve that hoped-for 649 revenue explosion,
Starbucks plans to open some 12,000 stores over the next five
years, which would bring its total count to 37,000. The majority
will be in China, a market the company thinks could be its biggest
someday. Some 3,400 of the new stores will be in the U.S. (By
comparison, Chipotle has about 2,300 in its entire system.)

Beyond covering the planet with coffee bars, Starbucks has two
main growth initiatives, which Johnson calls the “most eritical
things for the future of the company.” Johnson will be in charge
of one of them: the continuing development of Starbucks’ digital
and mobile operations. That's a natural mission for him, given
that he was an executive at Microsoft for many years and, later,
CEO of telecom hardware maker Juniper Networks. Starbucks is
already a leader in this realm, with 25% of orders now placed or
paid digitally. Johnson’s task will be to expand and iron out the
logistics so that a system made to facilitate speed and conve-
nience doesn’t leave customers frustrated and cooling their heels.

The second key area will fall to Schultz. As executive chairman,
he’s leading Starbucks’ push to develop a higher-end brand and
“experiential destinations” to entice people who have abandoned
malls to stop by a store. That strategy involves a three-pronged
attack consisting of (1) the Roastery, a handful of massive,

'ultraluxurious coffee palaces inspired in part by Charlie and the

Chocolate Factory; (2) a new brand of rare and single-origin cof-
fee beans called Reserve; and (3) a second line of boutiques—a
notch above a regular Starbucks but not quite as over the top as
the Roastery—also called Reserve. If all goes well, those options
might even lure some self-styled purists who spend $16 for a cup
of single-origin pour-over at an “artisanal” coffee emporium like
Blue Bottle and wouldn’t deign to set foot inside a Starbucks.
There's a tension there. Schultz wants to keep serving 90 mil-
lion people a day, maintain the admiration of Wall Street—and




o

New CEO Kevin
Johnson will lean
on his tech expe-
rience to focus
on Starbucks’
digital ordering.

HOWARD SCHULTZ ON HIS SUCCESSOR

| HONESTLY BELIEVED THAT KEVIN WOULD BE BETTER
SUITEDTO RUN THE FUTURE OF STARBUCKS.”

be respected by the coffee community. He’s an aficionado, and we elevate the coffee? Now he’s making it

this feels personal. It’s no coincidence that his drink of choice, his primary mission. All of which suggests

the double macchiato—a traditional espresso “stained” with a he won't be leaving anytime soon.

dash of frothy milk—is downed more often by people standing

at the bar of a café in Rothe than in a typical Starbucks. HE FIRST TIME Schultz stepped aside
But his company achieved epic success not so much by as CEO in 2000, the process started

emulating Italian coffee as by adapting it to American tastes, fairly smoothly. His successor, Orin

what one tiny rival derides as the “Big Gulp version of coffee Smith, was a company veteran who

and milk.” Schultz initially hesitated to sell frappuecinos, says had served as CFO and COO at various

Howard Behar, a Starbucks executive for 21 years. “It didn’t live  times. Schultz knew and trusted him. Busi-

up to his purist idea of coffee,” says Behar. Schultz has always ness was booming,

asked one question, Behar says, since the beginning: How do The circumstances changed five years
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later, after Smith retired. By then Jim
Donald had taken over, and Schultz’s rela-
tionship with him became “complicated,”
according to Schultz’s 2011 book Onward.
Donald, a former Walmart executive, was
an outsider, and the two regularly dis-
agreed on major hiring decisions. Schul-
tz’s entrepreneur’s disease—his inability to
detach from the company he had built—
began to show itself. “I put the responsi-
bility on myself,” he tells Fortune. “I don't
think I was prepared as [ certainly am to-
day to recognize the need to let go.”
Schultz returned as chief executive in
2008 as the business struggled, owing to
a combination of a spiraling economy and
what Schultz, in a famous leaked memo to
Donald, called the “commoditization of the
Starbucks experience.” Schultz, who had
retained the chairman title, returned to the
CEO job and was hailed for the turnaround o

becoming the CEO of Starbucks, but I

and the stellar run that followed. E;:;:L“Esin : want you to know he is going to be the
Those kinds of accolades are great for “siphon” atga CEQ,” Schultz said during his prepared

the ego but less so for succession plans. Starbucks with remarks at the company’s investor day in

When Johnson was announced as CEO on ~ @Reservehar. December, preempting the likely question

Dec. 1, the company’s stock briefly dropped
12% in after-hours trading. “Investors are
very focused on it,” says restaurant industry
analyst John Zolidis. “They’re well aware
of what happened the last time Howard
Schultz stepped aside.”

Schultz is now walking a fine line, mak-
ing it clear that Johnson is running the
business but signaling that the big kahuna
is never far away. “I say not only that he’s

from analysts. “He’s got the last word. He is
running the company.” All of Schultz’s direct
reports except for two—Liz Muller, senior
vice president of creative, global design, and
innovation, and Cliff Burrows, president
of the group overseeing the Roastery and
Reserve—have shifted to Johnson.

Still, it takes time for everyone to adjust,
and even Schultz’s attempts to be encour-
aging betrayed the faintest hint of the old

THE ROASTERY AND RESERVE: AN INTRODUCTION

To combat artisanal coffee startups, Starbucks is launching two new lines of retail stores and a new
brand of premium beans. The first will be massive, ultraluxurious palaces called the Roastery; the
second—smaller versions of the Roastery—will be called Reserve. [A Reserve-branded bar will also
be added to some existing Starbucks.) Finally, the premium beans will also be branded Reserve.

© 20 to 30: The number of projected
Roastery locations. The first, and so far, only,
opened in Seattle in December 2014.

© 15,000 square feet: The size of the first
Roastery. The one planned for Chicago will
be nearly three times as large as that.

© $20:The average avisitor spends at the
Roastery, vs. $5 at a typical Starbucks.

© 1,000: The number of Reserve stores the company
is projecting. They will be twice the size of a typical
Starbucks.

© s$3 million: The expected annual sales of a Reserve
store, twice that of the typical Starbucks store.

© 20%: The percentage of Starbucks’ stores that
will eventually include a “Reserve” bar with higher-
priced options.

OCOURTESY DOF STARBUCKS



lion patronizing his successor. Less than
a month after Johnson officially became
CEO, he hosted his first earnings call with
analysts on April 27, and Schultz was on
the line.

“Kevin, congratulations on your first call.
I think you did really well,” he said after
the presentation of the company’s results,
which had failed to meet analysts’ targets.
Referring to Starbucks’ China CEO, Belinda
Wong, Schultz added, “And, Belinda, com-
ing from China in the middle of the night,
I could not be more proud of you.”

Johnson ran the management dis-
cussion but left time for Schultz—who
described himself as the “unscripted closer
to summarize what's been said™—to speak
before executives took questions.

Schultz is adamant that this transition
will be different from the last. For one thing,
he says, Johnson isn’t an outsider. That’s
technically true, but slightly misleading.
Johnson, a company director since 2009,
spent his career at Microsoft and other tech
companies, then took an executive role as
Starbucks’ chief operating officer and presi-
dent in 2015, beginning when the last heir
apparent, Troy Alstead, departed.

Some analysts question Johnson’s lack
of retail chops, but Schultz has stressed
the importance of his experience as a
34-year tech industry veteran. This in-
creasingly critical digital business is not
Schultz’s “primary skill,” he admits.

Schultz also had started to see not only
the potential and importance of the Roast-
ery and Reserve brands but the time invest-
ment they would require. “My schedule was
not going to be compatible with running the
company day to day,” he says. “And I had my
own private moment of realizing I honestly
believe that Kevin would be better suited to
run the future of Starbucks than myself.”

Compared with Schultz, a double mac-
chiato of an executive—he’s intense and
caffeinated—Johnson comes across as a
decaf vanilla latte. (He says he favors a
triple macchiato.) Johnsorf#is tethodical
in his responses—he’s data-driven, whereas
Schultz tends to operate more on instinct—
and hews to a standard CEO seript. When
I interviewed the duo together in Schultz’s
office in May, Johnson gave a careful
minute-and-a-half analysis of their differing
leadership styles before Schultz jumped in.

HOWARD SCHULTZ HAS SOMETHING LEFT . TO PROVE

“Kevin is calmer, more patient,” Schultz says. “I was born restless.”

One of countless examples: Starbucks’ SVP Muller was on a
trip to China when Schultz wanted her to fly back right away to
look at the site he had found for the Seattle Roastery. He then
called her while she was on vacation in South Africa to tell her
they should open more,

Starbucks had perhaps gotten too big for Schultz to run alone,
given his exacting attention to detail. Years ago he became
obsessed with the company’s breakfast sandwiches because he
thought the odor of burning cheese—in particular cheddar—
overwhelmed the coffee aromas in the store. While Donald was
CEO, Schultz pushed unsuccessfully to remove all breakfast
sandwiches from the menu. Then, when he returned as CEQ,
he again took up the issue, ultimately instituting a series of new
procedures (ineluding placing the cheese in a different part of
the sandwich) to avoid burning it.

“If youre a control freak and there’s 20,000 stores waiting
for you to tell them what to do, it’s not going to work,” says Dave
Olsen, a senior adviser to Starbucks. He recalls that in the days
before speed dial, Schultz had some 50 to 70 store phone numbers
memorized. “His passion, his intense drive, all of that could play
out in that way when there were that many stores.”

Schultz’s quest for perfection, which may have been part of the
problem during the last CEO handoff, just might help the transi-
tion this time around. One failed changeover could be chalked
up to a fluke; two makes it look like Schultz’s problem. That’s not
a mark that he wants on his record.

N 2008, as Starbucks’ turnaround was underway, Schultz jot-
ted a few phrases on a Post-it: “the Willy Wonka of coffee,”
“take customers on a magical carpet ride,” “totally immersive
joyful customer experience,” “coffee at its peak.” Schultz let
the idea percolate until 2012, when he found what he believed
to be the perfect laboratory: a 15,000-square-foot onetime Volvo
dealership on Pike Street in Seattle. Schultz had Muller, the
company'’s head of creative and design, come over to his house to
watch Charlie and the Chocolate Factory with him.

Starbucks opened the Roastery, its “coffee shrine,” in Decem-
ber 2014, and indeed it has some “chocolate factory” touches,
albeit in a much more elegant setting. Tubes shoot coffee beans
through stages of the roasting process before they land at the
coffee bar. There you can order a micro-lot like Cape Verde Fogo
Island or Rwanda Maraba, brewed using methods not available
in a typical Starbucks: Chemex, pour-over, a high-tech Clover
brewer, French press, siphon, or manual espresso (the regular
stores use automatic machines). The Roastery is filled with cop-
per and hand-stained, reclaimed wood.

The retail section sells items like thermoses that set your coffee
to a selected temperature for $149.95, or a Miir McCall Cruiser
bike designed exclusively for the Roastery, complete with a carrier
for your cold-brew growler, for $1,499.95. Customers have spent
accordingly. The average visitor spends about $20 at the Roastery,
about four times the outlay at the typical Starbucks.

The Roastery achieves something that few regular Starbucks
can accomplish: It attracts significant clientele during the

LTODZ'ST ANNP

|

03HANAH 3AId INNLEDA

SE



JUNE 15, 2017

.

FORTUNE FIVE HUNDRED

I

38

STARBUCKS HOWARD SCHULTZ HAS SOMETHING LEFT TQ PROVE

afternoon and evening. At the Roastery,
the majority of sales occur in the afternoon.
(The company has tried in the past to boost
later-day sales at regular Starbucks, by
selling wine and beer at 400 locations as
part of its “Evenings” program, which was
supposed to launch in thousands of stores
over time. The company says it “paused” the
endeavor in many stores in January.)

The company plans to opén 20 to 30
Roastery locations, with projects underway

in New York, Chicago, Tokyo, and Shanghai.

These sites will roast coffee for Starbucks’
premium Reserve brand, which will also
be served in 1,000 Reserve stores—essen-
tially mini-Roasteries that are twice the size
of a typical Starbucks. The first will open
inside the company’s headquarters in the
fall, with the second planned for Chicago in
2018. Reserve stores are expected to gener-
ate $3 million in annual sales, twice that
of the typical Starbucks. Eventually 20% of
Starbucks will have a high-end ®egerve bar.
The company is also upping its food game
for the Roastery and Reserve cafés with its
investment in Italian luxury baker Princi.
These projects are designed to engage the
customer: a tasting menu of coftee flights or
the glow of the bright bulb under the siphon
brewer. The company realizes it no longer

Aworker pours
beans atthe
Roastery’s stag-
ing area. They'll
travel by tube
toaroaster and
then be cooled in
the copper cask
atrear.

can count on malls to attract shoppers who
then wander into Starbucks. With millions
of customers abandoning in-person shop-
ping and flocking online, Starbucks needs
to draw them on its own.

The Roastery and Reserve initiatives
are also an attempt to head off rising com-
petition from high-end coffee shops. Says
Tim Calkins, a professor of marketing at
Northwestern’s Kellogg School of Man-
agement: “Starbucks is going to have to
figure out how you navigate a market that
seems to be becoming a little bit more like
beer—small crafty players merging and
becoming a big force.”

HERE WERE MANY DECADES when res-
taurant coffee in the U.S. was almost
universally watery and brackish. So
when Starbucks stormed the nation
beginning in the 1990s with its richer,
darker roasts and its lattes, it was a cof-
fee revolution. The offerings were exotic
enough that when the New York Times
reported on the company’s East Coast ex-
pansion in 1993 it felt the need to explain
how to pronounce the word “latte.” (LAH-
tay, for the record.) Before long, Starbucks
was a global behemoth, with mass-scale
produets that earned it comparisons to

O COURTESY OF STARBUCKS




MecDonald’s in some quarters.

What's known as the “Third Wave” of
small coffee purveyors then emerged in re-
cent years as a rejection of Starbucks and an
embrace of the broader food movement that
reveres ideals like purity, authenticity, and a
know-your-farmer philosophy. If Starbucks
is where you go for a Pumpkin Spice Latte,
the Third Wave shops are where you go to
get your single-origin brew (black, please,
no sugar) from a specific region.

These newer and cooler chains like
Stumptown and Blue Bottle may not be big
enough to take market share, though some
of them are consolidating and gaining
substantial backing, Investment fund JAB
Holding, for example, has rolled up a num-
ber of coffee companies, including Peet’s,
which in turn has purchased Stumptown
Coffee and a stake in Intelligentsia.

But already; these smaller fry are mov-
ing consumers’ tastes and habits more
upscale in the way Starbucks once did.
For the first time in the history of its survey,
the National Coffee Association found
that more than half of the coffee consum-
ers reported drinking in the past day was
classified as gourmet.

So far, that’s not a real problem for Star-
bucks, which is included in the gourmet
category, because there’s been enough
growth to go around. But increasingly,
dynamism is coming from offerings like
cold-brew coffee and nitro (coffee infused
with nitrogen), both of which have been
popularized by the younger, small-batch
operations. Starbucks has been forced to
try to catch up. (One potential benefit of
the Roastery: The shops are less regiment-
ed and can experiment. When the company
realized it was serving 100 cups of nitro in
the Roastery every day, it decided to roll
the drink out to regular Starbucks.) “It’s at
risk of losing the credentials of very pre-
mium coffee,” says Calkins. “Some would
say it’s already lost a lot of its credentials.”

One indication that times have changed:
The small shops fear StarBucks less than
they once did. A decade or so ago they
wouldn’t have dreamed of opening near a
Starbucks, several independent founders
told me. Now they believe they're no longer
competing for the same clientele.

Starbucks keeps a keen eye on the
newbies. Todd Carmichael, a founder of

FEEDBACK LETTERS@FORTUNE.COM
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Sghultz at the
R@asteryin
Seattle.

There were rumblings that
Howard Schultz had designs
on a presidential run in the last
election, but he quashed them
in a 2015 New York Times op-ed
that stated, "Despite the en-
couragement of others, | have
no intention of entering the
presidential fray.” Still. rumors
have flared up periadically, and
Schultz’s transition fram the
top job at Starbucks has done
little to suppress them.

Schultz has never been
afraid to get political, leading
the company intoissues that
most executives avoid: gun
control, immigration, refugees,
palitical gridlock, and marriage
equality. Starbucks’ campaign
to encourage customers to talk
about race with their baristas
backfired disastrously, but
Schultz said at a recent talk
that having the "courage to
raise the issue” was one of the
things he's proudest of. [John-
son has signaled that he wants
to continue the company’s

progressive agenda, but hints

he may turn the volume down on
the megaphone. “We have a strong
view on taking care of people,”

he says. "Others will politicize that.
I'll acknowledge that.")

Schultz has made it clear he's
concerned with the country’s
direction. and in a leaked video
from February told employees that
President Donald Trump is “creat-
ing episodic chaos every single
day.” The Starbucks chairman is
clearly focused on political devel-
opments. The day | interviewed him
and Johnson in Schultz's office,
where photos of Martin Luther
King Jr. and John F. Kenpedy sit
on the windowsill, the House was
scheduled to vote on the repeal of
the Affordable Care Act. Schultz
asked a PR person twice in an hour
whether the House had voted yet.

Will he run for office? "l don’t
have any plans to do that,” Schultz
told me, and needless to say, that
amounts to something less than a
no. A politician couldn’t have said
it better.

La Colombe Coffee Roasters, says members of Starbucks’ R&D
team have ordered cases of its canned draft latte. Starbucks
even opened its own “stealth” Third Wave shops in Seattle. At
its Roy Street store you can order a lavender cortado from a
barista who's wearing flannel rather than a green apron. The
company has conducted research on “credibility cues”™—a bit
like taking a class on authenticity—and discovered that baristas
with tattoos are thought to make better coffee.
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STARBUCKS HOWARD SCHULTZ HAS SOMETHING LEFT TO PROVE

And thus the Roastery, as appealing as it is, seems like a
defensive move, one that is producing derision among the Third
Wavers. “They looked at what every high-end coffee bar is doing
and checked all the boxes,” says Tony Konecny, a longtime cof-
fee guy who's now running the coffee program at startup chain
Locol. “The impression that I get is that it's important for How-
ard to feel like they weren't losing the high ground with all this
revolution that’s happening in high-end coffee bars.”

Still, the force of Howard Schultz’s will should not be under-
estimated. Bryant Simon, a Temple University history professor
who wrote a 2009 book called Everything but the Coffee: Learn-
ing About America From Starbucks, says Schultz’s resolve is
one reason the company has been so successful. He is unwilling
to believe that the company is no longer cutting-edge. Simon
says Schultz was apoplectic when people compared Starbucks
to McDonald’s. “That’s what keeps them from falling below
the middle,” he says. “His own aspirational vision for the brand
is enough to keep them there.” The Roastery and the Reserve
brand, Simon thinks, “will satisfy in some ways for Schultz a
yearning for doing something new and reinvigorating its le-
gitimacy. Then someone in operations will come up with a new
Unicorn™the viral, color-changing neon frappuccino, which
the company offered for a week in April. Smith calls this tension
a “perfect Starbucks moment.” As he puts it, “It’s a battle that’s
been going on at Starbucks for 15 years.”

‘When Johnson and Schultz are asked about it, Johnson
responds by deseribing Starbucks’ core business as delivering
a warm, welcoming experience that’s about coffee and people.
The conversation moves on, but a few minutes later Schultz
interjects and wants to go back to that point. “The Unicorn frap-
puccino was a phenomenon in the lexicon of Starbucks,” he says.
“What we knew going in was that if we created a product that
had the viral nature of being Instagrammable, that it would be
accretive to the brand even though it was highly indulgent.” He
goes on: “It was catalytic and accretive to the joyfulness of mak-
ing people smile. And how could that be a bad thing? I think the
long answer is that metaphorically, if we're going to do things
like that, we also have to make deposits in reaffirming our lead-
ership position in all things that are in the essence of coffee. The
discipline of that is in the art of the possible and the power of
‘and.’ And we've been good at that for a long time.”

ILAN, THE FINANCIAL AND DESIGN HUB of Italy, plays a central
role in the Starbucks creation story. Schultz was working
as head of marketing for the company in 1983 when he
traveled to Italy for a trade show and discovered the city’s
espresso bars. The concept—a place where coffee was the main
event—barely existed at the time in the U.S. Starbucks, with its
four stores, was primarily a coffige #oaster. Schultz went home and
pitched to his bosses the idea of re-creating the company in the
image of the Milanese coffee bars. They didn’t bite, so Schultz left
to start his own—I1 Giornale, named after Milan’s daily newspa-
per. When Starbucks went on the market in 1987, Schultz pulled
together $3.8 million from investors and bought it.
Bringing Italian coffee culture to the U.S. was not enough for
Schultz; he always dreamed of bringing Starbucks to Italy. As

early as 1998 he had it in his sights, telling
The New Yorker that to open in the coun-

try would be “to climb Mount Everest.” At
the time he said it would be at least a year
before he made his move. In the end it was
closer to 20. The company announced in
February that its first location in Italy will be
a Roastery in Milan’s old central post office
building. It's scheduled to open in 2018, to
be followed by regular Starbucks branches.

Starbucks has conquered most of Europe,
but the delay in entering Italy is partly
a reaction to the country’s unique coffee
culture. Italians drink most of their coffee
in the form of espresso—a quick shot that
just coats the mouth—while standing at the
bar in one of the country’s 150,000 cafés.
Andrea Illy, president of the Italian com-
pany that bears his family’s name, says that
in Italy coffee is consumed as a tiny con-
centrate, not a hot beverage. “It's something
you drink for physiological properties,”
he says. “It doesn’t feed you. It’s an elixir”

If you want to give yourself away as a
tourist, order a cappuccino in the afternoon.
“You're not supposed to drink milk after
lunch,” says Paola Bay, a fashion industry
veteran who is advising Starbucks on the
Roastery here. “That would be madness.”

Bay, a Milan native who now lives in
London, takes me to a few of the city’s
coffee bars, including Marchesi and Cova.
As a sign of how important they are cul-
turally, the Prada Group and LVMH re-
cently invested in the brands. Bay thinks
Starbucks will do well in Milan, that the
Milanese will order frappuccinos and
other novelties exported from the U.S.
that they can’t get at an Italian coffee bar.

This is the strange full circle of Star-
bucks opening in Italy: The company
found inspiration in Milan, Americanized
it, and is now bringing its Americanized
version back to the city. Schultz had “a
deep passion for that intimate Italian cof-
fee shop, that authentic experience,” says
Christine Day, an early company execu-
tive who stayed for two decades, “but the
challenge of growth led the company to
become known for the innovation of new
products, not the Italian coffee shop.” In
short, if it were possible to memorialize
a person with an eternal cup of coffee on
his tombstone, Schultz would no doubt
request a macchiato. But history will likely
assign him a frappuccino,
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U.S. economy. Here, a graphic

examination of how it has changed.

BY LAURA ENTIS
GRAPHICS BY NICOLAS RAPP

OPEN THE FOLDOUT
TO SEE MORE

3

I LT02 ST ANNr

O03HONMH IAId INNLYDS



JUNE 15, 2017

FORTUNE FIVE HUNDRED 1

4s

THE EVOLUTION OF THE FORTUNE 500

FORTUNE 500 REVENUES
HAVE GROWN FASTER 8,000%
THAN U.S. GDP

CUMULATIVE GROWTH
IN FORTUNE S00
REVENUES

8,713%

1955 LIST
DOLLAR AMDUNT T -
$391 hillion 57.3 trillion: s43.

$137 hillion trillion

1895 _ i 2017

$1211 trillion

FOR ITS FIRST four decades, the Fortune 500
grew at about the same pace as U.S. GDP.
That changed abruptly around 1995, when
the list expanded beyond the industrial sec-
tor and the 500 rocketed ahead. The break-
neck growth of tech companies such as
Apple and Amazon.com helps explain the
acceleration. So does globalization: Amer-
ica’s largest companies were simply better
positioned than mom-and-pops to expand
their businesses abroad. As a result, the
Fortune 500’ slice of the overall economy
has grown fatter: The $12.1 trillion in total
sales for this year’s list equals 65% of U.S.
GDP—up from 59% in 1995. This was cer-
tainly beyond the ken of our Fortune fore-
bears who put the debut of the list on the
cover of the July 1955 issue (right) almost
as an afterthought. But even as it changes,
the 500 remains, as we put it back then,

“a unique and distinguished roster.” @
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WHEN GUANGZHOU MEETS FORTUNE
A husiness friendly city

with efficiency

April 27

angzhou) Smart City

ceramony was held on

oo (GuU

billion Cis

iqent

Project that will ‘establish ar intemet RAD and inte
ked China's

operations center in the city. The avent ma
first smart city project to begin construction.

Upon completion, the pr twill set an example of

smart manufaciuring and innovative economy.-and help
lead and drive Industnal development nationwide. "Cisco

will fully wtilize its rich experience.in smart manufacturing

and deliver the opportunities of digitization," Cisco CEO

Chuck Robbins said at the cersmony.
Cisco, hawever, s far from the only mega-corporation

choosing Guangzhou as a place o Invest. |n Ma

Foxcenn kicked off a project to produce its

generation electronic: display with an in nent of 58.8

billior ¢ *

Answering media guestions aboul where a comparny

might want to invest, Foxeann CED Terry Gou replied, |

expect to see whether they have such an administrative

efficiency like Guangzhou's." "We have factories in 27

couniries around the world. But | 'can make it clear that

Guangzhou ranks No. 1 in administrative efficiency.”

FORTLINE

FORTUNE GLOBAL FORUM, FORTUNE

cand-are Usad by permizssion

GLOBAL

isd lyp :
manifestation
of Guangzhou's
business
BAVIFORMEnt.

Gou,

fhe competitiveness of global cities, added.,

who regards administrative efficiency as the key o

Administrative efficiency is a typical manifes

of Guangzhou's business envirenment, For five out
of the past six years, Forbes magazine has selected

Anese

5 city on the

Guangzhou as the top busin

mainland, This March, Guangzhou also was namsd

the top Chinese city of opportunity for the second

conseculive yeaar by the Chinese Cities of

Oppartunity study report released by PwE China
key tactar

Transportation also constitutes a

deci

i multinational companies’ investmen

rmaking. Guangzhou Baiyun Iernational Airport, one

of three hub-arports on the Chinese inland, handled

nearly 60 million passengers In 20186, beceming

the Noi 1 gateway to Southeast Asia and Australia

Cur e airport affers 151 international routes

with maore than 1,000 flights tc 216 destinations

every day.

Boasting a rich talent pool, Guangzhou also ranks

1 most popular destination for Chinese
returning from overseas study, according 1o the
latest statistics released by the Ministry of Human
Resources and Social Security of China. Today mare
than

work in G

0.000 Chirese returning from overseas study
Guangznou, with over 2,000 enterprises in
the ity launched by returned students, according te the
ministry.

In aadition to its faverable business environment

and g

at talent pool, Guangzhou |s also a livable city,

As a merging paint for Chinese and western cultures,

Guangzhol features an open and inclusive culture: The

city is one of China's most attractive for forsign residents,
due to its international atmosphere and multicultural
environment

Known

as.a flower city, Guangzhou enjoys lush gree

trees-and blooming flowers year round. Witk the best

air guality among Cf /e major cities, Glangzhou

is well-known for its *

(Guar 1gzhou blue” campalgn for

clearyair that has become a big selling point for the city's

business promotions.
2017

This December, Guangzhou will host the

Foriune Global Forum, when business

Global 500 companies will come to the city to meet and

exchange ideas. Speaking of Guangzhou, Gou said: "For

businesses that have already invested in China, vou can

come to Guangzhou and ‘give a try. For those with ne

investment in China, you should come to Guangzhol,

and | guarantee Guangzhou will be your right.choice.

o
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- TESLA

REVENUES

Two years ago, Teslawas stumhlmg in China, after

exasperating would-be buyers with long waits and

weak customer service. Today, its cars are everywhere PROFITS
in Beijing and Shanghai, and Chinese sales have helped 5749
propel t mpany to its Fortune 500 debut.

Here'sho {

EMPLOYEES

BY SCOTT
CENDROWSKI

30,025

TOTALRETURN
TOSHAREHOLOERS

(2011-2015
ARNUAL RATE)

49.6%

o
SAFETY FIRST

LTO2 ST ANNT

VanessaZhu
exits her
Model Xin
frontofaTesla
showroom

in Beijing.
Strong de-
mand for SUVs
and their per-
ceived safety
advantages
have fueled
Tesla’s surge
in China.
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TESLA TAKES OFF IN CHINA

WHEN YOU CLIMB into a Tesla as a frst-time
passenger, drivers turn giddy at the chance
for show-and-tell—especially in China,
where Vanessa Zhu is playing host on this
sunny spring day in Beijing.

“It’'s huge, isn’t it?” she says, pressing the
double-size, iPad-like control screen in
the center console until the stereo blasts

. o
STUDENT DRIVER
Achild steersa

“Model S for Kids" [also
battery-powered]
ataTeslaeventata
Beijing mall.

Adele’s “Send My Love.” Then comes the ceremonial closing of
the gull-wing doors on Zhu's Model X. We peer through an ex-
pansive glass roof. Zhu, the assistant to the chairman of a major
marketing agency, likes SUVs for their safety on China’s chaotic
roads—she and her husband upgraded from a BMW X5. One
of the first Model X owners in China, Zhu paid a deposit before
Tesla had even calculated how much a deposit should be.

“Now put your head back against the seat,” she advises.

The two-lane road we're on is missing traffic lines, not to men-
tion levelness, but as a section clears ahead, Vanessa floors it.
We whir past a small black Hyundai so fast that the car seems to
turn stationary. For a second, driver and passenger feel the same
head rush. Then Vanessa slams on the brakes to respect a stop
sign, chuckles, and changes Adele songs.

THE SIBHT OF Teslas whizzing down roads in China’s biggest cities

is becoming as common as—well, the sight of Teslas whizzing

down roads in Silicon Valley. |
In 2016, Tesla tripled its sales in China over the previous year’s,

to 10,400 vehicles, according to research firm JL Warren Capital,

or about 13% of the nearly 80,000 cars it delivered worldwide. The

company reported in March that it earned $1.1 billion in revenue |

PHOTOBRAPH BY ADAM DEAN—PANDS PICTURES



TESLA TAKES OFF IN CHINA

TESLA VEHICLES DELIVERED TESLA REVENUES TOTAL NEW CARS SOLD IN 2016
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in China last year—a boost that helped Tesla
join the ranks of the Fortune 500 for the first
time, with just over $7 billion in revenue
worldwide. And Tesla’s China news has only
gotten better since then: Its imports in the
first three months of 2017 have put it on
pace to easily double sales this year. Wealthy
drivers are crowding showrooms in China’s
major cities, and Chinese buyers have put
down $1,200 to preorder the company’s
Model 3 sedan in numbers second only to
those in the U.S.

The sales rush is the clearest sign yet
that Tesla has turned a corner in the world’s
largest auto market. And it has caught
almost everyone by surprise. As recently as
last summer, the narrative had been that
Tesla just didn’t get China. The automaker
was on track for its third consecutive year of
weak sales. The few consumers who knew
about Teslas didn’t know how to recharge
one; those who preordered had faced de-
livery delays and iffy service. What's more,
Tesla lacked the joint-venture partners that
helped other foreign carmakers break into
China’s market. Michael Dunne, who runs
independent advisory Dunne Automotive in
Hong Kong, wrote a column in September
predicting Elon Musk would reach Mars
before cracking China. .

Today, Dunne is cheerfully sheepish
about that column, and other naysayers are
equally befuddled. There’s no single expla-
nation for Tesla’s breakthrough. Sales got a
lift from the introduction of the Model X,

a luxury SUV for an SUV-mad country. The
company also benefited from a critical mass
of charging stations; from its direct-sales

BABY STEPS IN A BIG MARKET

© Chinais a crucial proving ground for any carmaker:
It's both the world’s biggest market and a major source
of demand for electric vehicles. After a couple years of
weak sales, Tesla made big stridesin Chinain 2016.

model, in a country where buyers feel fleeced by dealerships; and
from CEO Elon Musk’s celebrity among the technorati.

But chummy government relations also matter in a country
where the state exerts enormous economic control, and Tesla’s
technology just happens to align perfectly with government priori-
ties. Cofounder Martin Eberhard has said Tesla was started to
fight climate change. Nowhere is the climate fight more important
than in China, the world’s largest spewer of greenhouse gases,
which is in the midst of an unprecedented promotion of electric
cars: Last year, sales of electric and plug-in hybrid vehicles in
China rose 50% to 507,000, more than three times the U.S. figure.

The government estimates that as many as 7 million electric
cars could be sold in China annually by 2025. It sees them as a way
not only to clear smoggy skies, but to hack into the top rankings of
the global auto industry. In electric, Chinese companies don’t have
to match the quality of a Ford or Mercedes-Benz; they think they
can quickly build a whole new car. “For electric vehicles in China,
we have a new technology model every two years,” says Dong Yang,
a high-ranking Communist Party official at the China Association
of Automotive Manufacturers, the auto lobby.

Still, virtually all Chinese electric cars are low-cost, relatively low-
performance ones, without the luxury trimmings and lightning-fast
acceleration that Tesla owners fetishize. Government officials
consider Tesla a role model for these Chinese brands, and they've
cheered the company from the sidelines. Today, a handful of Chi-
nese companies and cities are feverishly courting Tesla for a joint
venture, Fortune has learned, and Musk has said his company
could begin building cars in China before the end of 2018.
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TESLA TAKES OFF IN CHINA

TESLA JOINS
A VERY EXCLUSIVE CLUB

® When Fortune introduced its list

of the 500 largest U.S. companies by
revenue, in 1955, itincluded five U.S.
automakers. By 1999, only Ford and
General Motors remained. Teslais the
first new car manufacturer ever to join
the list. Here, a look at Fortune 500

AMERICAN MOTORS [AMC] [1855-1887]
AMC pioneered compacts like the Gremlin
plantproduceditslastU.S.-madecar [above]andcreated civilian versions of the

STUDEBAKER [1855-1867]
The company’s South Bend, Ind.,

Jeep before being taken over by Chrysler.
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carmakers from years past.

in1862; by 1868, itwas bankrupt.

A joint venture could turn Tesla’s China
growth stratospherie, because its current
model of importing cars from California
is costly: Chinese tariffs and taxes boost
the price of Tesla’s sedans and SUVs in the
country by 50% compared with the U.S.;
the Model S sedan starts at the equivalent
of $105,000, and the Model X at $130,000.
So even as Tesla woos middle-class buyers
in the U.S. (the Model 3, due to arrive this
fall, will start at about $35,000) buyers in
China have mostly resembled Vanessa Zhu:
wealthy drivers who view Teslas as luxury
vehicles, or at least as the coolest new piece
of tech since the iPhone. Most of Tesla’s
2016 sales were concentrated in Beijing,
Shanghai, and Shenzhen, China’s centers

of capital and affluence.

Even if Tesla doesn’t become a mass-
market brand, sales in China alone could
soon climb to 100,000 a year, impacting
Tesla as intensely as a new, 1.4-billion-
person market would Coca-Cola. “I could
see a future where Tesla is displacing a lot
of those Audis and Mercedes-Benz that are
everywhere on Chinese roads,” says Dunne.

Not bad for a company that, until recently,
was digging out from under past mistakes.

ESLA BEGAN TAKING preordefs in China

for the Model S in August 2013.

The company didn’t know exactly

how much each car would cost, and
deliveries were eight months away. But
anticipation ran high. The combination of
Musk’s renown, stories comparing Tesla’s
acceleration to a Ferrari’s, and intrigue

over the new technology sent preorders above 5,000 by the end
of the year.

The hype was there, but the sales and support were not.
The original head of Tesla’s China business was Kingston Chang,
formerly of luxury automaker Bentley. Chang wanted to broadly
expand Tesla’s operations, including customer service centers,
public relations, and car-charging networks, according to tech
news site PingWest. But Tesla headquarters told him to build a
sales team first, betting that good marketing could bring in more
revenue before more stores and charging stations were finished be-
ing built. Tesla opened just a single showroom in Beijing, opposite
an American Apparel store in one of the city’s glitziest malls.

Tesla’s strategy shifted again after Veronica Wu came aboard
in December 2013, after a successful stint in big enterprise and
education sales for Apple in China. At Tesla, she discussed adding
traditional outlets like dealerships to the mix, similar to the way
Apple had added retail channels in China. Though headquarters
balked, Tesla in China was soon encouraging fleet sales orders
of 100 or more cars from car-rental agencies and institutions,
to jump-start demand. Staff, especially salespeople, soared from
10 employees to more than 100, and later to 600.

At the same time, Tesla imposed rules that frustrated indi-
vidual buyers. Before customers could order a car, Tesla required
that they prove they had a parking spot and a home charger, to
ensure a good experience. The company also required that buy-
ers live in a city that had a Tesla service center—even though, as
of mid-2014, only Beijing and Shanghai had such centers. Some
high-rise apartment managers, meanwhile, balked at having
chargers installed in their buildings.

The mismatch between Tesla’s approach and customer demand
created a big opportunity for gray-market resellers—who bought
in bulk and catered to buyers who didn’t meet Tesla’s criteria, The
company had no official resellers, but the cars made their way to
many, who sold in dealerships, car centers, and even on Alibaba’s
TMall for more than the same models cost on Tesla’s website.
“There were a lot more scalpers than we expected,” Wu now says.
Others questioned whether the company was really in the dark:

—AP
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CHRYSLER [1855-1988, 2011]

One of Detroit's Big Three, it fell off the listafter merging
with Germany’s Daimler-Benz. After multiple sales and
abankruptey, it's now part of [taly's Fiat Chrysler.

TESLA [2017-]

Battery-powered Model S sedans began rolling off Tesla's Fremont,
Calit., assemblyline [above] in 2012; by 2016, the company had $7 billion
in global revenue, including a little aver $1 billion from China.

" CHRYSLER: JOE WILSSENS—F|AT CHRYS1ER; TESIAL COURTESY op el

“Most ‘fleet’ sales were just a flimsy cover for
| sales to resellers,” concluded Bertel Schmitt
| of Dailykanban.com, an auto industry site.
It was all legal, but also a sign that Tesla had
strayed from the high-touch sales approach
it used elsewhere.

Tesla’s first China deliveries arrived in
spring 2014; Wu later told Reuters that
China sales could drive 35% of the com-
pany’s growth. But that was already sound-
ing fanciful. Tesla was hurriedly building
[ customer-service centers, and customers
outside of Beijing and Shanghai were told
they wouldn’t get their cars until those cen-
ters were finished. One buyer made national
news when he smashed the windshield of his
own Tesla, after it arrived months later than
expected. Meanwhile, the Chinese press
didn’t shower Tesla with as much coverage
as the West's did. As a result, most potential
customers didn’t know much about Tesla’s
product. Consumers didn’t know they could
charge their car at home every night like a
cell phone; most thought they had to rely on
the still-small Supercharger network.

By the end of 2014, Tesla’s business
was a mess. About 4,700 cars had been
shipped to China, but only 2,500 were sold
and registered to drivers. ('];he f£ompany
delivered 18,500 cars in the U.S. that year.)
Publicly, Tesla blamed the gap on specula-
tors who entered orders, then didn’t buy
the Teslas once they shipped. But several
former employees say the real problem
was the lack of customer support. Says
Ricardo Reyes, Tesla’s former communica-
tions chief: “I think Tesla took for granted

—_—

that they were just going to succeed in China.”

By December 2014, both Chang and Wu had left Tesla. Tesla ex-
ecutives in California griped privately that China wasn't so unique
that it demanded a different strategy. But not long afterward, the
company began an apology tour that marked a turning point. On
a frigid evening in January 2015, during the Detroit International
Auto Show, Musk admitted China sales were “unexpectedly weak.”
That spring, he traveled to China to meet with President Xi Jinping
and other leaders, tweeting that he remained “very optimistic” de-
spite “earlier mistakes.” Reyes offered a mea culpa at the Shanghai
auto show in spring 2015, the first Chinese motor show that Tesla
bothered attending: “I think we have been a little bit too impatient
in the Chinese market.” It was as contrite as the company would
get—and the news it was generating was about to get better.

N 2015, TOM ZHU, a respected engineer responsible for China’s

Supercharger network, became the top executive in the coun-

try. The company ended that year with a disappointing 3,700

cars sold, but there were slivers of optimism. For one thing,
Tesla was building Supercharger locations in China at a faster
pace than anywhere in the world, addressing consumers’ “charge
anxiety.” About 120 Supercharger locations exist in China today,
compared with 370 in the U.S., and Tesla says China will have
more than 800 charging stations by the end of 2017.

Just as important: Word was getting out that buying a Tesla
was easier than buying other luxury cars. In China, dealerships
known as “4S stores” (for “service, spare parts, sale, and survey”)
largely corner the market for popular luxury brands like BMW,
Jaguar Land Rover, and Mercedes-Benz. The stores inflate costs
for consumers by tens of thousands of dollars with various vague
fees. Tesla’s direct-sales showrooms eschew that system. And
while import tariffs increase their overall cost, Tesla otherwise
prices its cars in China at the same level that it does in the U.S.
after currency adjustments,

Vanessa Zhu visited three other brands before she settled on
her Model X. The Range Rover dealership asked for an additional
300,000 yuan ($4:5,000) as its standard fee, she says; Porsche
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told her she had to wait three months for
its Cayenne SUV and required a 100,000~
yuan delivery fee. Tesla in contrast, put her
on a one-size-fits-all waiting list and didn’t
impose fees. “In China, a car is a symbol of
your status, so most people don’t care what
you pay in terms of those extra fees,” Zhu
says. “But I do care. I don't like it

Tesla owners also found out they could
beat China’s bureaucracy in the license-
plate game. China’s local governments
restrict the number of drivers on their
clogged, polluted streets by controlling
the number of plates issued. Drivers have
to wait years to get one through a lottery
system. (In early 2015, 6.2 million people
applied for just 36,757 available Beijing
plates.) And once drivers get a plate, they
are barred from driving one day a week.

But plates for electric cars now fall
under different rules, thanks to the govern-

ment’s push for electric vehicles. Beginning

in 2014, Shanghai allowed electric-car
drivers to get a license plate without fac-
ing a wait, a $12,000 plate fee, or driving
restrictions. Other cities followed suit, and

o

SQUARE DEAL
Mike Fan drives
his Model X past
Beijing’s Tian-
anmen Square.
Teslasellsits
cars outside
China's network
of luxury-auto
dealers, enabling
buyersto avoid
onerous fees.

such policies became a boon for China’s
electric-car makers. Without them, “there’s
no possibility that private consumers
would buy these vehicles,” says Zhang
Yong, deputy general manager at the
electric-car offshoot of state-owned Beijing
Automotive Industry Holding Co.

The policies were game changers for
Tesla too. The first six cities in China to
have exempted electric vehicles from li-
cense plate restrictions: Shanghai, Beijing,
Shenzhen, Hangzhou, Guangzhou, and
Tianjin. The cities with the highest Tesla
sales, according to Junheng Li of JL. War-
ren Capital: Shanghai, Beijing, Shenzhen,
Hangzhou, Guangzhou, and Tianjin.

While the policies helped sell Model S se-
dans, Tesla realized quickly that the Model X
would be a much bigger story in China.
China’s obsession with SUVs is 10 years old
and going strong. Their popularity stems
from a variety of factors: Domestic makers
produce good models; their seating can
accommodate an entire extended family;
they're widely believed to be safer; and their
higher prices imbue status. German luxury-




car maker Porsche’s bestselling vehicle in
China isn't a sports car but its Macan SUV.
By 2015, SUV sales were the only growing
part of the Chinese auto market; in the first
half of 2016, SUVs accounted for 35% of
passenger-vehicle sales. It’s no coincidence,
then, that a spike in Tesla sales coincides
exactly with the first Model X deliveries
in China, in June 2016. In the second half
of last year, with the SUV available, Tesla
notched 7,670 sales—about three-quarters
of its total for the year in China, Tesla’s sales
had finally caught up to its hype.

LOSE GOVERNMENT RELATIONS are a must
in China for foreign companies,
and Tesla has carefully cultivated
them. Like Apple, Tesla has created
new businesses thanks to its demand for
Chinese-made components, particularly its
cars’ giant touch sereens. In 2015, Tom Zhu
said Tesla would double its spending on
Chinese-made parts, committing to buying
$500 million worth of supplies from Chi-
nese companies that year; such spending
has likely only skyrocketed.
The far bigger question mark is whether,
and when, Tesla will announce plans for
a factory in the country. Every car brand
with significant China sales—including
luxury-auto makers like Mercedes-Benz
and BMW—runs a joint venture with a local
partner. The government has required as
much for decades. Imported cars face hefty
fees, as Tesla owners are painfully aware.
A Model 3 sedan’s $35,000 starting price
in the U.S. becomes $50,000 in China after
a 25% tariff and 17% value-added tax—a
heavy lift for a middle-class buyer. “If they
don't announce plans for local production,
they will struggle to sustain this perfor-
mance,” says Bill Russo, former head of
Chrysler North East Asia and managing
director of Gao Feng Advisory in Shanghai.
Tesla remains cagey about what those
plans could look like. Dong Yang, the auto
lobby official, says several potential local
partners are courting the company, and
that multiple provinces and municipali-
ties want Tesla to build a plant with them:
“They all offer better and better options,”
Dong says. In May, Musk said Tesla would
more clearly define its plans for China pro-
duction by the end of this year; a spokes-
man declined to give further details.
Tesla may be hesitating because of today’s

FEEDBACK: 3 @SCENDROWSKI
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sales numbers. If you build fewer than 100,000 vehicles a year,

it doesn’t make sense to manufacture in China, says Steve Man,
analyst at Bloomberg Intelligence in Hong Kong. Tesla’s factory
in Fremont, Calif,, can churn out more than 500,000 vehicles an-
nually: Even if it doubles China sales this year, Tesla will just pass
20,000 cars. It faces a catch-22: It won't sell cars at lower prices
that drive sales if it doesn’t produce them locally, but local produc-
tion won’t be economical until sales rise drastically.

Intellectual property is a looming headache as well. Critics of
Chinese business practices argue that Tesla faces certain IP theft
as soon as it brings manufacturing into China. “Yes, some of'its
tech will be stolen,” says Crystal Chang, a lecturer at University
of California at Berkeley who studies China’s auto market. But
Chang adds that the danger inherent in that theft is overstated.
“Just stealing tech does not make [a rival] a competitor,” she
says. “It’s all about brand.”

Today more than a dozen Chinese-backed manufacturers (many
of them American startups that now have Chinese owners) are
tripping over one another to promote their electric cars and ac-
celeration times; Faraday Future, Karma Automotive, NextEV,
and Future Mobility are but a few. But most are likely to be stuck
in the concept or prototype phase for the next several years—even
as Teslas zip across China.

That's one reason Tesla may be able to reach an agreement to
produce cars in the country on favorable terms. China lusts after
Tesla’s technology but also its management practices. And Tesla
already offers its patents to anyone who asks—making it highly
plausible that Musk would agree to more information-sharing in
return for a vastly expanded market for Tesla’s cars.

One big Chinese corporate player seems to have no doubt
about Tesla’s prospects. In late March, Tencent, the politi-
cally connected technology giant that recently became one of
the world’s 10 largest publicly traded companies, said it spent
$1.8 billion buying Tesla stock. Not long afterward, Tesla’s mar-
ket capitalization edged past that of General Motors, making it
the most valuable American automaker.

N A RECENT Sunday night, three dozen prospective buyers

gather in a Tesla showroom in Beijing for a wine tasting.

The crowd of mostly thirtysomethings skews wealthy, and

cares some about the environment, but they're mostly in
awe of the brand. Tesla’s buyers’ circle has expanded to include the
rich along with the very rich. Jeff Yu, whose family runs a yogurt
business, thought about buying an SUV from Mercedes-Benz or
Maserati, but was put off by their glitz. “Tesla is a tech thing. That’s
my taste,” he says.

Evan Qu, a slim man sporting a designer shirt and Buddhist
wrist beads, sells audio equipment; he thinks executives at his
biggest customer, CCTV, the central broadcaster, will appreci-
ate the environmentalist aura of the Tesla when he rolls up to
their next meeting. “This car helps you get more deals,” he says.
On Tesla’s website, he’s customized his Model X—color: ocean
blue—for a total cost of 1.2 million yuan ($175,000).

A waiter refills Qu’s glass as a promotional video on a loop in the
backeround underscores his aspirations. Choose a Tesla green ve-
hicle, it says, over and over, to advance a better life in the future. @
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WHEN THE TIME cAME and the Jimenez family
was finally permitted to leave Cuba after 18
months of trying, the government gave them
barely a matter of days to go. Even at age 5,
Geisha understood there was little time
for questions, and none for packing toys or
books. They would leave their government-
owned apartment with whatever they could
carry, with just enough time for her dad
to visit his parents and say goodbye. The
family boarded a plane for Miami and then
continued on to St. Paul, where their only
American relative, an elderly aunt, lived at
the time. The day they arrived in America
was the first time any of them saw snow.
That was March 1967. Fifty years later,
almost to the day, Geisha Jimenez made
business history. Now 55 and known by
her married name, Williams, she became
the first Latina CEO of a Fortune 500
company—in this instance PG&E Corp.,
the $17.7 billion (revenues) parent of the
venerable Pacific Gas & Electric Co.
Williams is taking over at a time of ac-
celerating change in her industry. Indeed,
nowhere are the barricades being stormed
more aggressively than in PG&E'’s home,
California, whose mandate for change is
more audacious than any other state’s: Its
law requires that 50% of utilities’ power
be generated by renewable sources by
2030. Under Williams, who ran the com-

pany’s electric unit before becoming CEO, PG&E charged past
its most recent renewables target years ahead of schedule.

Certainly, the logistics of maintaining a power grid have always
been daunting; the regulations, suffocating. But the business
equation used to be simple: (1) Produce electricity or gas at a few
massive plants, (2) deliver it to customers, and (3) collect money.

Today the complexity has increased exponentially. Utilities are
transforming themselves into what Williams calls “platforms,”
hubs that are as important for their ability to receive power from
other entities as they are for their ability to produce and distrib-
ute their own juice. For example, thousands of families not only
have solar panels on the roofs of their houses but also have the
right to sell electricity back to PG&E.

That’s only the tip of the turbine when it comes to supply
these days. There’s wind power, of course, biomass, and other
alternative sources. PG&E is also required to buy electricity from
independent power producers. There are even newer players, in
the form of energy spinoffs from some of the largest companies
in the country: Google, Amazon, and before long, Apple.

Meanwhile, the rise of electric cars—half of all U.S. electric
vehicles (EVs) are in California—means PG&E needs to deliver
electricity in places where it was never needed before. Throw in the
eternal goal of developing large-scale electric storage, and the result
is a business that scarcely resembles the sleepy old utility of yore.

That means rethinking not only the grid—but also how to
pay for it. “The new model needs to reflect the new reality;” says
Williams. It’s no longer logical to charge customers by kilowatt-
hour, she maintains, Williams is pondering different pricing
models, including ones in which eustomers would pay PG&E a
fee to keep the whole sprawling system in balance. Her idea is to
change the yardstick, just as telecommunications companies did
when people stopped talking on the phone: Instead of charging
customers per minute, they now bill by gigabyte of data.

Williams rose at PG&E in large part because she has em-
braced the rise of renewables. And she shows every sign of
continuing to welcome dramatic change. As she puts it, “I've got
revolutionary blood in my blood.”

ILLIAMSS PARENTS WERE POLITICAL DISSIDENTS in Cuba. They

initially supported Fidel Castro, but even then there

were hints of their affinity for America in the name they

gave their daughter. They took it from the title of a John
Wayne flick, The Barbarian and the Geisha, which has to be the
only movie in which the aging cowboy was seen on-screen wear-
ing a kimono. (“At least they didn’t name you after the barbar-
ian,” goes the family joke.)

Her parents became disillusioned with Castro after he began
militarizing and suppressing free speech. They began attending
and organizing counterrevolutionary meetings in the early 1960s.
One day, when Geisha was 10 months old, her father, Alberto, dis-
appeared. Her mother, Ana, was told he was dead. Ana refused to
believe it; people in Cuba disappeared and reappeared constantly,
Eventually, she found him at a local prison, where he was held
for three years before he was released for lack of evidence.

After Alberto’s stay in prison, the family decided to flee to the
U.S., where, thanks to the Cold War, Cubans could gain near-
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automatic admittance. Castro’s govern-
ment didn’t make it easy for them, but they
finally departed on March 8, 1967.

Like many immigrants before them,
Alberto and Ana took menial jobs in their
new country. A welder by trade, he worked
in factories during the day—including
stints making cardboard boxes and vinyl
tablecloths—and washed dishes at local
eateries at night. She cut embroidery by the
piece. Eventually they saved enough to buy
a small grocery store they called La Guajira
(peasant girl), in Jersey City, N.J., where
they moved shortly after their first winter
in St. Paul. They sold that grocery to buy
another and inched their way up to become
part owners of a supermarket in Newark.

Williams spent most of her time outside
of school at the family’s groceries. She would
do her homework while perched on a stack
of 25-pound bags of rice in the stock room,
then pitch in as needed. Her favorite role was
cashier, she says, because she loved counting
and making change. To this day, she credits
that experience as her reason for liking math
and eventually becoming an engineer—that
and the fact that she didn’t speak any Eng-
lish when she first went to school. “I had a
comfort in math because I was still learning
the language,” Williams says.

Her first American teacher thought she
was deaf, but by age 7 she was the family’s
main translator, involved in discussions with
accountants, lawyers, and property manag-
ers. Between keeping up with her school-
work, helping out at her family’s businesses,
and taking care of her younger brother,
Williams didn’t have time for much else.
Her husband, Jay, says his wife was “never a
kid,” but Williams doesn't see it that way. She
had a different kind of childhood, not a lack
of one. “I liked helping my parents, feeling
useful, feeling smart,” she insists. “I enjoyed
knowing that I was helping somehow.”

EISHA WILLIAMS ISN'T THE FIRST person
whose life included moments of hap-
penstance—but her ability to make the
most of them is striling, She pursued
engineering in college largely because her
high school math teacher suggested it and
her parents approved. Her entry into the
energy business was even more random.
While attending the University of Miami
and in need of a summer job, she saw a
yellow sticky note on a job postings board.
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her parents
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succession of
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It read, “Engineers wanted. Call Rick.” She
called Rick, and he hired her.

She spent that summer working as
a marketing service representative for
Florida Power & Light. Her job was to show
customers how to make their homes more
energy-efficient. Williams would measure
their windows and calculate how much they
could save if they added insulation here,
window film there. It was fun, she says,
except for the blue polyester uniform—

“so hot, so uncomfortable”—and crawling
through attics in sweltering Miami. “T would
get home at the end of the day and be all
sweaty and have fiberglass in my hair, and
my mom would ask, ‘Why are you a techni-
cian?’” Williams laughs. “But I loved it.” The
company tracked customers’ energy usage,
and her record that summer was fantastic.
The families she visited followed through
with her power-saving suggestions.

She became attracted to the idea of a
career in energy. In her view, it’s “such an en-
abler of everything we do.” When she gradu-
ated, FPL was the only company she applied
to. She ended up staying for 24 years, during
which she held positions across the customer
service, marketing, external affairs, and
electric operations departments,

Williams says it never occurred to her
that she could run a company one day. But
early on at FPL, a pep talk altered her per-
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spective, It came from an older manager
named Clark Cook, who told her, “Some-
day, somebedy has to run this company.
Why not you?” Asked what unique quality
he saw, Cook chuckles and admits he of-
fered similar encouraging words to many a
young employee. (One possible hint: Cook
says that the much more junior Williams
threw him out of her office during one of
their first meetings because he was smok-
ing. “She was very well-liked,” he says, “but
also tough as nails.”)

She may not have been the only one to
receive Cook’s support—but nobody took it
further than Williams. “That conversation
was such a turning point,” she says today. “I
went from thinking I could be a manager
to thinking I could do something much
bigger than that.”

ILLIAMS STAYED AT FPL till 2007, when
she decamped for PG&E. The
California utility stalwart had long
been viewed as the gold standard
in its business. It powered California’s
economic boom and was an early leader
in renewable energy. But Williams arrived
at a precarious time: The company was
between two traumas. PG&E had been
hammered by energy deregulation in
2000, which led to a statewide power crisis
and later, a humiliating trip to Chapter 11
bankruptey reorganization. Then in 2010
a PG&E gas line in San Bruno exploded
and killed eight people in a fireball that de-
stroyed 38 houses. It was the worst disaster
in company history.

PG&E—which ultimately paid $1.7 bil-
lion in fines and penalties and was later
found criminally responsible for shoddy
pipeline management—had to spend years
working to improve its gas infrastructure
and trying to restore its reputation.

It helped Williams that she was on
the electricity side of the business at the
time—and that she has a reputation for
integrity. Equally important, she was able
to give the unit a crucial upgrade. “Geisha
transformed us from old grid tagrid of
the future,” says her predecessor as CEO,
Tony Earley. Under her leadership, the
company invested $15 billion in moderniz-
ing its eleetricity infrastructure, including
spending on “smart” meters (which allow
companies to monitor use remotely), auto-
switching devices that allow employees to

monitor usage and outages from a distance, and technology that
helps the grid “self-heal” by rerouting electricity around a dam-
aged power line. All of that has helped PG&E achieve the best
electric reliability in its history.

Williams also played a crucial role in transforming the elec-
tricity business into a leader in clean energy. During her tenure
as president, PG&E connected more solar rooftops and sup-
ported more EVs than any other energy company in the U.S.
With her at the helm of the company’s electricity business, PG&E
reached its 2020 target—to generate 33% of its electricity from
renewable sources—three years early. The company is six points
above the state average. And now Williams has announced that
PG&E will aim to exceed California’s 2030 target—50%—by five
percentage points.

Williams’s people skills have also been a boon to her career.
“She’s got this mix of blue collar and white collar, can talk tough
issues and simple issues—and all in this disarming way,” says
John Simon, the company’s general counsel, who has worked
with Williams for a decade.

Her biggest diplomatic triumph came in her decision to
decommission Diablo Canyon, California’s last nuclear plant,
beginning in 2024. Closing down an old nuclear facility is more
controversial than one might think. The tricky part was winning
support from a disparate group of sometimes contentious stake-
holders, including environmental groups, who feared that the
company might replace the plant’s power with carbon-belching
fossil-fuel sources. Committing to a greenhouse-gas-free plan,
Williams soothed the constituencies and earned their support. “I
haven’t seen anything like this kind of cooperation,” says Ralph
Cavanagh, codirector of the Natural Resources Defense Council’s
energy program. Adds former CEO Earley, “Pulling that together
was a real tour de force. He calls the deal the “final exam” in her
quest to become the new chief.

Williams, of course, faces plenty more tests, but, typically, she’s
enthusiastic. She calls electric transportation the “single biggest
opportunity to really make a meaningful impact on reducing
greenhouse gases.” To that end, she plans to invest $130 million
over the next three years to install 7,500 EV charging stations.

Another major challenge is storage. The utility’s biggest re-
newable resource is solar power—it connects some 6,000 new
solar customers per month last year—but the obvious problem
is it fizzles when the sun sets. Being able to better store energy
from the sun would dramatically increase its utilization. PG&E
expects to procure 580 megawatts of storage capacity—enough
to power roughly half-a-million homes for a year—by 2020.

Williams sees PG&E's future role as one of grid administrator
and connector of distributed energy resources like solar panels,
EVs, and battery storage facilities. Together with General
Electric, Tesla, and Green Charge, PG&E is testing this idea
in a pilot project in San Jose. A few dozen residential and
commercial customers were given solar panels and substantial
batteries. PG&E is regulating the entire ecosystem. Discussing
the future leaves Williams, um, charged up. “How lucky am
I! How privileged am I!” she exclaims at one point. A half-
century after immigrating to the U.S,, she’s still grateful —and
energized.
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The finance world’s
maost ruthlessly
efficient profit-
maker has struggled
in an era of tighter
regulation. Now its
supremacy is being
challenged by both
big banking peers
and nimble fintech
startups. Here’s how
CEO Lioyd Blankfein
plans to take Goldman
back to the top.
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GOLOMAN SACHS AIMS TO GET BACK ON TOP

LLOYD BLANKFEIN HAS always been a big
worrier. At Harvard, the future CEO of
Goldman Sachs worried that he wouldn’t
be able to match wits with the prep-school
students who seemed light-years more
savvy than a little kid from an outer bor-
ough of New York City. “I was as provincial
as you could be,” he once told me, “albeit
from Brooklyn, the province of Brooklyn.”
He worried at Harvard Law School. He
worried at Donovan Leisure, the law firm
where he worked as a tax lawyer. And

he worried at J. Aron & Company, the
commodities dealer Goldman Sachs had
bought in 1981, the year before he joined it
to trade gold—a task for which he had very
few qualifications.

Blankfein, 62, has been the chairman
and chief executive of Goldman since June
2006, when Hank Paulson left to become
Treasury secretary, and he’s still worry-
ing. He is hopeful that tax and regulatory
reform—if'it can be achieved amid the
immense turmoil in Washington—will help
propel Goldman back to its customary place
as Wall Street’s most ruthlessly gfficient
profitmaker. But as usual he doesn’t know
for sure what will happen, and so he wor-
ries. “Gee, I hope I don’t look back five years
from now and say, ‘The last 10 years were
the Golden Age,” he says. “That would be
bad. But who knows? When they had the
4:0-day flood, on the third day, they said,

‘Boy, that’s a lot of rain! It can’t last much longer’ So who knows?”

It has certainly been a tumultuous decade or so, both for Gold-
man and for Blankfein himself. There was the financial crisis of
2008, of course, and the regulatory reckoning that came after—
including the Dodd-Frank reform bill and the Volcker Rule,
which greatly inhibited the highly profitable proprietary trading
that Goldman had always seemed to do better than anyone else,
The investment bank was memorably derided by Rolling Stone
as a “great vampire squid wrapped around the face of humanity.”
And Blankfein himself was relentlessly pilloried for a quip that
Goldman and its peers were doing “God’s work.” More recently,
Blankfein has faced a serious health scare: He was diagnosed
with lymphoma in 2015 and spent months undergoing successful
treatment. His doctors say the disease is in remission.

The professional and personal crises may have receded. But
Blankfein now has a whole new set of reasons for anxiety.

To begin with, his longtime No. 2, Gary Cohn, recently left
the firm to go to Washington as President Trump’s national
economic adviser, necessitating the most significant manage-
ment reorganization at Goldman in a decade. Goldman’s bigger
and better capitalized banking competitors, such as JPMorgan
Chase, Bank of America, and Wells Fargo, are churning out
record or near-record profits, while Goldman Sachs is still trying
to find its footing in a regulatory environment that has favored
less risk taking than Blankfein’s company is designed to accom-
modate. More than a few people on Wall Street, however, expect
that Cohn and Treasury Secretary Steve Mnuchin, another Gold-
man alum, will find a way to ease back on the regulations.

Meanwhile, Goldman’s longtime rival, Morgan Stanley,
is winning the plaudits of industry analysts who view its
acquisition of Smith Barney as a savvy move into the less volatile
fee-based money-management business. This even as Goldman
is still betting that investment banking and trading will once
again return to prominence on Wall Street. “Unlike Goldman,
whose strategy has been a little bit, ‘Let’s just wait it out and the
world will come to where we want it to be over time, Morgan
Stanley’s strategy has been, ‘Let’s take the bull by the horns,”
explains Guy Moszkowski, who has been a Wall Street research
analyst for decades and now is the managing partner and
director of research at Autonomous Research.

Then there’s the rising threat from the so-called fintech
industry, the growing number of Silicon Valley-based financial
businesses that are using the Internet to disintermediate the
work that Wall Street has done spectacularly well for centuries:
putting people who have money and want to lend it or invest it in
direct contact with the people who need to borrow it or want to
use it to start or grow businesses. The threat remains a marginal
one for now, as the startups are primarily picking off low-
hanging fruit in credit card and student-loan markets. But the
days of fintech companies underwriting stocks and bonds and
making corporate loans—the bread and butter of Wall Street—
may not be too far away.

These concerns were magnified in April by current events,
when Goldman announced disappointing results for its first quar-
ter of 2017. In bond trading—an area where it expects to rule—it
reported shockingly anemic revenue growth (1%) compared with
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strong double-digit gains by its major bank-
ing rivals. That got Wall Street worrying
too: How had mighty Goldman managed
to fumble so badly, investors and analysts
wondered, when all of the other banks were
raking in profits thanks to the long-running
Trump rally? What happened? After reach-
ing an all-time high of nearly $253 a share
in March, Goldman’s stock fell to around
$212 at the beginning of June.

It’s beyond premature to begin writing
oftf Goldman Sachs. With $37.7 billion in
revenues for 2016, Blankfein’s company
ranks No. 78 on this year’s Fortune 500.
The bank earned $7.4 billion in profits
on those sales, a 22% gain over the year
before. Goldman remains a formidable
force in global markets. Ané with Cohn
and Mnuchin in positions of considerable
power in the Trump administration—as
well as Dina Powell, another Goldmanite
who is serving as Trump’s deputy national
security adviser for strategy—it appears
to many on the outside that “Government
Sachs” still effectively rules the world.

|FSOMEBODY SAID TO METHAT IT'S TIMETO LEAVE, | WOULD
UNDERSTAND THAT. NOBODY'S FIRED ME YET.”

But it is certainly fair to wonder if Goldman is well positioned
for the realities of today’s Wall Street—flanked as it is on one side
by much larger traditional banks and on the other by nimbler
startups. Does the bank known for always being first to see the
next big trade still have what it takes?

At least one savvy investor, who owns some $2.5 billion worth
of Goldman stock, urges calm amid the roiling seas. “I'm not
much for prognostications,” emails Berkshire Hathaway CEO
Warren Buffett from Omaha, “but one thing I'm close to 100%
sure about—whatever the twists and turns there may be in regu-
lation, technology, and markets, Goldman will successfully adapt.
I've watched them do it for decades”

HE NEWS REVERBERATED around Wall Street. When, in

September 2015, Blankfein announced he had a “highly

curable” form of lymphoma, there was understandable con-

cern—not just for the CEO himself but also for the future of
the bank. Would Goldman soon have a new leader? Would Cohn
be his successor, as everyone assumed? Or would the Goldman
board of directors reach deeper down to find a younger leader;
as it did when the board selected Blankfein to succeed CEQ
Paulson instead of Paulson’s seemingly designated successors
John Thain and John Thornton? For much of 2016, it was Wall
Street’s favorite parlor game.

In a recent interview in his 41st-floor office, overlooking New
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York Harbor, Blankfein tells me that for a “long time” during
2015 he wasn’t feeling well and that “in hindsight” he had symp-
toms he could “explain away.” Then he jokes, “And anything I can
explain away, I do.”

For instance, he was losing weight. “But I'm always trying to
lose weight,” he says. “I just thought I was unusually successful.”
In fact, he says, he thought he had hit upon a new diet. He began
proselytizing. “I started giving people advice on how to lose
weight, because I was so successful at it.”

Then he developed a cough. “It was in the summer,” he says. “I
thought I had allergies” Then came the aches and pains. “I was
exercising,” he says, and he thought he was just sore. “I just had
these things, and then they started accumulating.” He remem-
bers how he’d been walking with some people and told them to
slow down. “And they said, ‘No, Lloyd, you're walking slow, and
you've been walking slow for a long time,” he says. “Literally,
that’s what happened.” He went to the doctor, who told him that
in two more weeks he wouldn’t have been able to walk anymore.
He had 75 tumors, and they were growing,

He scheduled a biopsy for Sept. 16. Usually such surgeries are
done first thing in the morning. But Blankfein had already com-
mitted to speak at a Wall Street Journal event at the Pierre Hotel
in Midtown Manhattan. In his interview that day with Gerard
Baker, the editor of the Journal, Blankfein looked wan and a
bit peaked but was otherwise lucid. He was asked, among other
things, about the growing popularity of Donald Trump. Blankfein,
a Democrat and a longtime supporter of Hillary Clinton, said
that some of Trump’s statements were “wacky” and the thought
of Trump “with his finger on the button blows my mind.” Before
nearly anyone else, Blankfein drew a parallel between Trump and
Andrew Jackson, a comparison that Trump now makes himself.
(Trump has put Jackson’s portrait in the Oval Office.)

Blankfein was in the hospital when his doctor got the biopsy
results. “You're going right up to chemo,” he told Blankfein. While
the PICC line was in, Blankfein informed the Goldman board of
directors of his diagnosis. And then he arranged for a call with his
management team. While those calls were being made, the doc-
tors were performing a painful bone-marrow biopsy. “But I was so
involved [with the calls],” he says, “I didn’t even notice it.”

Goldman released a statement about Blankfein’s illness. It said
he would undergo months of chemotherapy but still be able to
lead the firm, albeit on a reduced schedule. During chemother-

apy, he didn’t feel that sick. “T had one bad
week” he remembers.

He was more concerned about getting
an infection that might kill him. In the
days after the chemo, his white blood cell
count fell to nearly zero. He walked around
the office carrying a thermometer, because
taking his temperature repeatedly was
the best way to figure out quickly if he'd
become infected. “If your temperature goes
over 100.4, you've got to go to the hospital,”
he says. Already mostly bald, Blankfein lost
his eyebrows. “I can show you pictures,”
he says. “It looks weird. I looked like Lex
Luthor at the end of winter.” People told
him after he was diagnosed that he hadn’t
looked so great for a while. “Well, why
didn’t you tell me?” he asked them.

The chemotherapy worked. Blankfein
says his cancer is now in remission. “I
think I'm okay;” he jokes. “The problem
is, by the time I'm sure I'm okay, I'll be so
much older that I'll have that as a problem.
So it’s like, there’s not going to be any peace
in this, for me.”

His eyebrows have grown back. And so
has a little bit of his paunch. (As we spoke,
he finished off a bottle of Stewart’s sweet
orange soda, not the easiest thing to find in
Manhattan.) His sense of humor is as wry
and acute as ever. “You should really be
sympathetic, by the way,” he tells me after
we get done talking about his illness.

T 1S CLEAR NOW that Blankfein is not going
anywhere soon, just as Jamie Dimon,
the chairman and CEO of JPMorgan
Chase, seems more entrenched than ever
following his successful bout with throat
cancer two years ago. Indeed, Blankfein
is now the longest-serving CEO on Wall
Street. (And the second-longest-serving

A GLASS HALF FULL, OR oo
HALF EMPTY?

© Goldman shareholders have been N e A

rewarded with total returns over the

past several years that beat both the A
broader market and the average A
financial stock. But the bank’s stock o fA

e ML ATVE RETURNI FIR BANK S006RD A, STANLEY

— 117.0%
. SBP500

SEP 500 FINANCIALS SECTOR INDEX

has lagged well behind its archrival M

Margan Stanley.

2012 | 2013

| 2014 2015 2016 2017
SOURCES: BLOOMBERG: S&P GLOBAL




leader in Goldman's illustrious history,
behind only the legendary Sidney Weinberg,
who died in office in 1969 after 35 years at
the top.)

Healthy and focused, Blankfein seems
determined to steer Goldman through what
is shaping up to be an important inflection
point in the industry: The economy is grow-
ing stronger, unemployment is low, and
interest rates remain low. Assuming that
Washington pulls back on regulation, Wall
Street should be poised for boom times.

Blankfein's vision for the future of Gold-
man, not surprisingly, does not stray far
from what has made the firm the envy of
nearly every financial institution on the
planet. He still wants Goldman to be the
financial intermediary of choice, especially
when the problems are complex. And he
expects that it will still be Wall Street’s
leading investment bank.

“We're an adviser,” he explains. “T don't
think advice has gone out of style. We're a
strategic adviser. We manage risky assets
for our clients in private equity and in our
asset-management business. And we're a
finaneier, and usually a financier of choice.
The more complex and difficult a financing
situation becomes, the more likely we'll get
the call to work on it.”

He believes that not only will there con-
tinue to be demand for these complicated
financing solutions domestically, but that
there’s also a growing need for Goldman’s
services in developing economies such
as those of China and India. “And we've
always had a very good foot in the door in
those places, so I feel good about that.”

Despite increasing pressure on fees as
investors move away from actively man-
aged accounts to passive investing, Blank-
fein also seems pleased with the progress

AIMS TO GET BACK DN TOP

being made at Goldman Sachs Asset Management, where assets
under “supervision,” as Goldman calls it, have increased to
$1.375 trillion, from $1.275 trillion a year ago.

Goldman’s problem in recent years, Blankfein says, is that its
businesses “still correlate with growth,” and the world—China
aside—has been in an extended slowdown at the same time that
Wall Street has endured the “relatively heavy-handed” way that
new regulations have been implemented.

There has been a lot less risk taking in recent years, says
Blankfein, because people are afraid of losing money. Or they're
worried they'll be accused of violating the Volcker Rule or other-
wise using capital in a prohibited way. “Somebody will say, “This
was a risk that you shouldn't have been taking,” he says. “There
are layers and layers of stuff that made people very, very cautious
and very, very risk averse.”

He says Goldman's challenge is how to make money with the
tools in its control. “Where is growth?” he wonders. “What are
you going to do to get higher growth?”

Ironically, at the moment, one answer for Goldman seems to
be in lending money to consumers and small businesses—an ac-
tivity that harks back to the days when Marcus Goldman bought
receivables at a discount from the vendors around Wall Street in
the 1860s. “We're a bank, we should act like one,” Goldman told
the Wall Street Journal in February.

So after shunning the public for most of the past 148 years,
Goldman is embracing the loan business—in its own way. “We have
the opportunity to build a higher-margin lending business because
we're not competing in the league tables where people already have
$2 trillion worth of loans on their books,” he says. “If we got an
incremental $100 billion of the best kind of lending business out
there, it would be accretive to what we're doing. We don’t need to
do it, because nobody thinks that’s our core business.”

To make it happen, Goldman is even getting a little fintech-y. In
2016 the firm created Marcus, a part of its new online retail bank-
ing service, which makes no-fee loans of up to $30,000 to individ-
uals seeking to refinance their high-priced credit card debt with a
small, lower-cost loan from Goldman. So far Marcus—named af-
ter the firm’s founder—has made loans totaling about $1 billion in
its first six months. Blankfein says that because Goldman doesn’t
have a legacy consumer business or bank branches, its technologi-
cal expertise allows it to tailor its products to individual needs.
Since the loans aren’t being securitized and sold off to investors,
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he said, “We can make it almost bespoke.” That means borrowers
can pick the term of the loan, the monthly payment amount, and
when they start making payments.

Furthermore, Goldman’s diminutive Salt Lake City-based com-
mercial bank, known as Goldman Sachs Bank USA, is now sud-
denly eager to get your money, also through the Internet. To do so,
the bank is offering depositors an interest rate of 1.05%, some four
times or more what rivals JPMorgan Chase and Bank of America
are offering. Goldman’s commercial bank now has deposits of
around $125 billion—a mere fraction of Chase’s $1.4 trillion, but
up considerably from Goldman’s $28 billion in 2008.

If Goldman’s “toe dip” into the waters of consumer lending
works out well, Blankfein expects the firm will do more of it.
“Reaching a consumer digitally” through technological expertise
plays to Goldman’s strengths, he says. “If I assume that consumer
experience is a weakness of ours, I'd say a strength of ours has
been technology—digital platforms, algorithmic trading, and risk
management,” he says.

HEREAS ONCE UPON A TIME Goldman was the largest full-

service investment bank on Wall Street, in the wake of

the financial crisis—which immolated Bear Stearns and

Lehman Brothers—it has now become the smallest. It
has assets on its balance sheet (as opposed to under manage-
ment) of around $950 billion. Bank of America, which owns
Merrill Lynch; JPMorgan Chase, which bought the lifeless Bear
Stearns and ultimately folded it; and Wells Fargo, which bought
Wachovia, each have nearly three times as much in assets as
Goldman does. Its principal rival, Morgan Stanley, has around
100,000 employees, thanks to its acquisition of Smith Barney
from Citigroup and its aggressive push into the brokerage busi-
ness. Goldman has no brokerage business to speak of and has
only around 35,000 employees.

Blankfein does not see Goldman making a further move into tra-
ditional commercial- and cons#mér-banking businesses. “We don’t
have a kind of regular vanilla banking business like a lot of firms
do; he says. “We don’t do that. And it would change the firm if we
did, because then we'd be 225,000 people. We'd have branches. We
would have cash management. It would be a different firm. Now,
maybe it'd be a better firm, but that's not the firm that we histori-
cally have been or have aspired to. In a crisis, is it better to be big-
ger and have those activities and those diversified strains? Yes. But

it’s a different firm to manage. It’s a different
culture, too.”

Blankfein is human, so on some level he
is, of course, covetous of JPMorgan Chase’s
ability to produce $25 billion in annual
net income year after year. But he is more
focused on the return on equity that can be
achieved from Goldman’s mix of businesses,
and less on the absolute dollar amount of
Goldman’s profitability. In a low-growth en-
vironment, such as we've seen the past few
years, Blankfein says that having a huge loan
portfolio such as Chase’s can be stabilizing:
“But there have been huge swaths of time—
in fact, the predominant amount of time—
where our returns were always much higher.
And had we had that business, it would've
pulled down our returns. So it depends on
what part of the eycle you're in.”

At the moment, he laments, Goldman’s
return on equity is 10%—below where he'd
like it to be, certainly, and more in keeping
with what the bigger commercial banks
should be delivering to investors.

One way to goose Goldman’s ROE,
Blankfein points out, would be to reduce the
capital that big banks are required to have.
And—spoiler alert! —he thinks capital re-
quirements are too high. “If we ran the same
business with 25% less capital, we'd have a
third higher ROE,” he says.

The departure in April of Daniel Tarullo,
the Federal Reserve governor who was Wall
Street’s de facto regulator-in-chief for the
past six years, gives Blankfein some hope
that those rules might be changing. Tarullo
was the leading advocate of stricter capital
rules on banks in the wake of the financial
crisis. The consensus on the Street is that
whoever President Trump appoints to
succeed Tarullo will be much more under-
standing of the banks’ point of view.

—
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That’s the bet that Steve Eisman is
making. The veteran investor, a character
in Michael Lewis’s The Big Short who was
memorably portrayed by Steve Carell in
the movie version, is bullish on financials,
including Goldman. Under Trump, he
believes that the regulators will grade the
banks’ safety net “on a different curve,” and
the Volcker Rule will be relaxed. Banks will
be able to buy back more stock and ease
back into risk. “They’ll have more leverage
so the ROE will go up a lot,” he says. “Gold-
man will benefit enormously from that”

LOT OF BLANKFEIN'S focus today is on
establishing his new leadership team.
Cohn'’s departure necessitated a
major restructuring. David Solomon
and Harvey Schwartz, the new copresi-
dents and co-chief operating officers, were
selected to replace Cohn. Gregg Lemkau
and Marc Nachmann have been named
the new coheads of investment banking,
moving up to replace Solomon. And R.
Martin Chavez, an openly gay Latino man
with Japanese tattoos on his arm, replaced
Schwartz as chief financial officer. Chavez’s
appointment is as much a sign as any that
Goldman is evolving with the times.

Blankfein says he doesn’t think Trump
chose Cohn, Mnuchin, and Powell just be-
cause they once worked at Goldman Sachs,
although he takes it as a compliment. “T
find it validating,” he says. “It makes me
feel good that he sees in those people the
same thing I see in those people.”

In a claim that will draw eye-rolling
from some of his fellow Democrats, Blank-
fein says there’s actually a downside for
Goldman to having its alumni in Washing-
ton. “It was a lot easier for me to call Jack
Lew [the former Treasury secretary] than
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it is to call Steve Mnuchin,” he says. “It’s in
my head to be careful about it and to limit
it.” It was one thing during the financial
crisis to be able to pick up the phone

and talk to Paulson, which he did often,
but now, “I'm much more sensitized that
people are keeping score.”

From a management standpoint, losing
Cohn and Powell “makes some things harder
and some things easier;” he says. “Because
every day we had people under Gary that
wanted a shot. I wasn't dying to have [him
leave], and I'm close to Gary and a lot of life
here was organized around Gary’s strengths
and what he was good at and what he liked
to do and his long-term relationships. All
that has to be reoriented and replaced.”

But his chief responsibility is to think
about the firm’s future leadership, and
Blankfein says that became marginally
easier with Cohn’s departure. “You can
keep somebody an extra two years,” he says,
“but you might lose somebody who was
otherwise going to give you 10 more years.
It’s an ex post facto rationalization.”

What about Blankfein’s own future at
Goldman? Couldn’t it be argued that he is
hanging on for a couple extra years, at the
expense of the next person who will lead
soldman for another 10? (For what it’s
worth, the betting on the Street seems to
be that after a few more years of seasoning,
Harvey Schwartz, the little-known former
chief financial officer, will be Goldman’s
next CEO.)

“Don't be shocked,” Blankfein tells me.
“I'm probably not going to stay forever.
People have been handicapping my succes-
sion since my first day. But it’s not any-
body’s job to leave their job prematurely,
even though it might be my job to manage
that succession, and it might be the board’s

job to manage me out, if it suits them. So
I'll wait until it suits them. If somebody
said to me that it’s time to leave, I would
understand that.”

For now he might as well keep at it,
though, because “nobody’s fired me yet.”

Indeed, all things considered, Blankfein
is feeling pretty sanguine these days. He
says that where once upon a time he spent
98% of his time worrying about things
with a 2% probability, he’s more optimistic
now. “I'm feeling much better about things,
50 now it's 99% and 1%." @
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ACTIVISION BLIZZARD ENTERS A NEW ARENA

A DIAPERED DRAGON hatches from a polka-
dotted egg. Casting off the speckled shards
of its shell, it toddles out of its nest and
crawls around curiously, flapping a pair of
adorably tiny purple wings. Seconds later,
a trio of extraterrestrial troublemakers
appear, taunting the mythological infant.
“I looove baby dragons,” their three-fingered
ringleader says menacingly as he and his
cohorts encircle their prey. “Especially
medium-rare ones.”

The diminutive dragon abruptly lashes
out, disabling his opponents with a surpris-
ingly forceful flame. “Oh yeah, Spyro wins!”
he gloats, trampolining on one of the fallen
aliens with his chubby, clawed legs. Out
of nowhere, a tall wizard with a Viking
helmet appears and offers him a half-eaten
corn dog. “It’s barely touched,” he says.

At this point, I'm completely lost
(a sensation that will recur several times
while I'm reporting this story). But were
I quite a few years younger—and a gamer—
I would have recognized the creatures on
my screen as characters from Skylanders,

a $3.5 billion “toys-to-life” franchise cre-
ated by videogame powerhouse Activision
Blizzard. The Southern California company
publishes several of the most populfir titles
in gaming history, from multiplayer combat
series like World of Warcraft to smart-
phone time-suckers like Candy Crush Saga.
The Skylanders franchise, which launched
in 2011, has sold 300 million action figures
and other toys in six years.

The only part of this scene that might

o

GAME GURU
Bobby Kotick
has been CED
of Activision
since 1991—
he'sthe
longest-
serving
current head
of a publicly
traded tech
company.

have struck my hypothetical gamer self as re-
motely odd is that, well, none of it took place
during a game. Rather, I've just watched

the opening two minutes of the first season
of Skylanders Academy, a TV spinoft that
made its debut on Netflix in October. That
program signals a new chapter for Activision
Blizzard, a gaming Goliath that is attempt-
ing to hack-and-slash its way into becoming
a more diversified—and even more gargan-
tuan—entertainment juggernaut.

The company’s growth to date, on games
alone, already belongs on some sort of
high scorer honor roll. In its last fiscal year,
Activision Blizzard reported record rev-
enue of $6.6 billion, up 42% from the year
before. Over the past five years, its stock
price has risen more than 400%. The leader
behind that performance, CEO Bobby
Kotick, is now the longest-serving head of
any publicly traded tech company—and one
of the highest paid. According to a recent
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New York Times report, Kotick was the
10th-best-compensated CEO in the U.S. last
year, with a pay package of $33.1 million,
nearly $25 million of it in stock. (Kotick is
also dating one of the most powerful leaders
in tech, Facebook COO Sheryl Sandberg.)
This year, Activision Blizzard earned a
spot on the Fortune 500 list for the first
time in the company’s 37-year history. In
this industry, that’s very rare air. Only two
other videogame-centric companies have
ever made the Fortune 500: Electronic
Arts and industry pioneer Atari. And
neither had staying power: Electronic Arts
graced the list just once, in 2010, while
Atari lasted two years—1988 and 1989. (Af-
ter several ownership changes and a bank-
ruptcey, Atari is now part of a French media
company.) The takeaway: Gaming may
be mainstream entertainment, but game
companies are hit-driven—and none has
successfully expanded beyond videogames.
Activision Blizzard hopes to be the first.
It's not just dragon-centric TV shows that
are being spun out of its massjve vault of
proprietary characters, which also includes
heroic Scottish snipers and a fallen arch-
angel named Tyrael (players of the “dungeon
crawler” game Diablo go fanboy when he
shows up). There are multiple movies under
development, loosely based on the best-
selling war-game franchise Call of Duty.
There’s a newly launched consumer prod-

ucts division, tasked with developing everything from comic books
to apparel based on Activision Blizzard’s intellectual property.
And most notably, there is an “e-sports” empire in the

works—a major foray into the booming world of competitive
videogaming. That genre, once merely a niche, is reaching a tip-
ping point. About 385 million people worldwide are expected to
view e-sports events in 2017—mostly online, but increasingly on
cable television and at live competitions. Revenue from e-sports
will approach $700 million this year, according to research firm

Newzoo; by 2019 it should crack $1 billion.

Activision Blizzard makes some of the games played in today’s
e-sports leagues. But it is no longer content to have a spectator
role—and the industry is still small and fragmented enough that
a company of its size can commandeer it. Last year the game-
maker acquired Major League Gaming (MLG), a creator and
distributor of e-sports events. “It is like ESPN for videogames,”

Kotick tells Fortune.

MLG is still light years away from ESPN-level domination.
But if anything, Kotick’s analogy actually undersells his ambi-
tions: It might be more accurate if ESPN not only distributed
football games but also owned the National Football League—
and made all the footballs in the world as well. Later this year,
Activision Blizzard will launch the Overwatch League, based on

one of the company’s hottest new titles. The league will essentially
control all the competing teams and the distribution of all the
games. Activision thinks that these opportunities, combined with
sponsorships and advertising, not to mention Overwatch-branded
merchandise like T-shirts and hats, could bring the company
billions in annual revenue as the e-sports audience grows. As a
benchmark for how big it could get, the company notes that the
NFL generates $12 billion in revenues, including $6.1 billion in
media rights sales, from an audience of about 240 million. “Ten
years from now, the role models in e-sports [will] be like the
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stars in traditional sports,” Kotick says.

These are just aspirations for now. MLG,
like the company’s other recent undertak-
ings, hasn’t yet resulted in new operating
profits. And even if it were an instant hit,
its revenue would be a teeny fraction of the
NFL5s. Still, Kotick, 54, has had his share
of touchdowns. In 26 years as CEO, he has
transformed Activision Blizzard from a
financial mess nearing extinction into a be-
hemoth with a $45 billion market cap and
17 gamemaking studios around the world,
aggressively buying up other gamemakers
and continually expanding its franchises.

Relevancy demands constant growth and
constant hits, and Kotick’s latest strategy,
finding new ways of milking profits from
his IP, is one way of extending Activision
Blizzard’s dominance. If the idea sounds
Disneyesque—well, Disney experts would
agree. “The approach he is taking leads them
down a road similar to the one Disney has
been on in the last 15 years or so,” says Tom
Staggs, the former COO and CFO of Disney
and a longtime friend of Kotick’s. Indeed,
Kotick has hired a host of Disney veterans to
help him execute his vision.

Still, Kotick’s playbook has downsides.
Activision Blizzard has long been criticized
for focusing on existing franchises instead
of investing in new and innovative prod-
ucts. There is a fine line between breathing
new life into your franchises and pump-
ing them so hard for profits that you suck
the life out of them—and drive away your
fans. As Atari cofounder Nolan Bushnell
points out, “The financial strategy for
these big blockbusters can lead to things
getting stale because you want to do Rocky
No. 247 instead of innovate... But enter-
tainment is ultimately about novelty.”

0 EVEN A CURSORY SEARCH of gamer
blogs and you’ll see some colorful vili-
fications of Kotick. (Univision-owned
blog Kotaku once called him “the
most hated man in videoganfes.” though
the writer also said he had a “delightful
chat” with the exec.) Much of the animosity
comes from ROI-minded things that Kotick
has told the investment community—he
once said at a conference that his focus was
taking “the fun out of making videogames.”
But no one disputes his success.
The college dropout got his start as

a developer for the Apple IT in the early 1980s. At just 19, he
founded a software company, Arktronics, with funding from

Las Vegas developer Steve Wynn—the two had met at a party in
Texas. Arktronics eventually went out of business, but in 1990,
when Kotick was 27, he convinced Wynn and another partner to
buy a controlling stake in Activision, a gaming company founded
by four former Atari programmers. Activision was a pioneer—it
was the first gamemaker that wasn’t owned by a console pro-
vider—but it was mired in bankruptey proceedings related to a
patent-infringement lawsuit. For $500,000, Kotick and his team
snapped up a 25% stake. By 1991 the determined entrepreneur
was the CEO.

Kotick quickly reorganized the company. In an ecosystem
where new games are generally created by startups, Kotick
proved adept at spotting companies with great ideas and sustain-
able profitability—and then gobbling them up—staff, 1P, and all.
Over the ensuing decades, Activision grew primarily through
acquisitions, including those of Raven Software and skateboard-
ing gamemaker Neversoft. In 2008, Activision merged with the
gaming division of French media conglomerate Vivendi. Blizzard
was one of the studios within that portfolio: It had an impeccable
reputation for quality and a loyal following—among other titles, it
published the popular Wareraft franchise. Activision Blizzard was
formed, with Kotick still at the head.

Like all companies vying for consumers’ attention, Activision
Blizzard now faces more rivals than ever. “That includes people
watching shows on Netflix, movies, or anything else,” says Brian
Nowak, a Morgan Stanley analyst who covers the company. Any-
thing else includes “casual” mobile games played on smartphones.
While it typically takes multiple years and tens of millions of
dollars to design a graphics-heavy standard videogame, mobile
games are fast and cheap. Activision Blizzard has managed not
only to mitigate those threats, but also to thrive. (Its most signifi-
cant recent acquisition was Candy Crush maker King Digital En-
tertainment, in 2016.) It can also now deliver many of its games
online—allowing for faster, cheaper updates and, importantly, for
in-game purchases and upgrades.

Still, some flagship titles are showing their age. Call of Duty, a
franchise in its 15th year, maintained its position as the bestselling
videogame in 2016, according to research firm NPD Group. But
analysts say that edition sold less than its predecessors. Set in outer
space, the installment was criticized by fans of the franchise for
being too futuristic. This year's Call of Duty title (a new version is
published each year) will go back to the game’s World War II roots.

“We should have done more work thinking about how much
of a departure from the franchise going to space would be,”
admits Kotick. But the mini-uprising also underscores the fickle
nature of the business—and the importance of extending durable
brands in new ways.

It's a warm afternoon in mid-May when I meet Kotick at Bliz-
zard’s studio in Irvine, Calif. As at many Silicon Valley companies,
the studio’s workforce is mostly young and largely male. But there
are a lot more tattoos and purple hair than you'd find at, say, Face-
book’s fresh-faced HQ. It isn't as bright and cheerful here, either—
game developers and designers, it turns out, have a penchant for
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CALLOFDUTY
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dungeon-like lighting. Seated in a corner of
the cafeteria, Kotick stands out. In khakis,
brown loafers, and a button-down shirt un-
der a sweater vest, he looks less like a tech
mogul and more like an off-duty attorney
visiting his coding-crazy kid at work.
Kotick's voice is so low and muted that
I have to lean in to hear him (my record-
ing would barely pick up pisanswers). His
ambition, however, speaks loudly. “The

company as a mainstream entertainer. Steve Bornstein, a former
CEO of ESPN and cable’s NFL Network, is the chair of Kotick’s
e-sports division (former Fox Sports EVP Pete Vlastelica, mean-
while, is its CEQ). A former Disney exec, Tim Kilpin, was recently
hired to run the company’s consumer products division, (One
more Mouse House connection: Sandberg, Kotick's girlfriend,
serves on Disney's board of directors.) And Stacey Sher, the long-
time producing partner of Quentin Tarantino, is now copresident
of Activision Blizzard’s fledgling TV and film business.

Kotick feels confident he’s placed bets on the right people;
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BOBBY KOTICK : CED, ACTIVISION BLIZZARD

awildly popular, Amazon-owned website
that showcases gamers who broadecast
themselves.

About 150,000 fans have watched Youngs
do her thing online—her thing being play-
ing Activision Blizzard’s Overwateh, along
with the occasional live-streamed lunch
break. Today’s video stream is titled “LOOK
AT MA NEW FOKIN HAIRCUT,” which
refers to her below-the-shoulder-length
locks, dark brown on top and almost blond
underneath, & ®

Viewers follow along. In the main box on
the busy web page is a dynamic screenshot
of the game on her computer. To the left,

a smaller square shows Youngs via webcam
as she sits at her monitor. And to the right
runs a constant feed of comments and
questions from her thousands of viewers—
inquiring minds who want to know what

TEN YEARS FROM NOW, THE ROLE MODELS IN E-SPORTS
WILL BE LIKE THE STARS IN TRADITIONAL SPORTS.”

virtual weapon she’s going to pick up next and how much she
paid for her new hairdo.

This stream will last more than six hours. (Youngs, a 24-year-
old from Michigan, later tells me she streams for four to eight
hours a day). I have a much shorter attention span, but I watch
long enough to see why Overwatch, a multiplayer, first-person-
shooter title, has become Blizzard’s fastest-growing game to date,
generating more than $1 billion in revenue and amassing 30 mil-
lion players since its introduction just a year ago—and why it's
the game to which Kotick is harnessing his e-sports ambitions.

Youngs' character runs through some kind of high-elevation
temple, encircled by snowcapped mountains, shooting at crea-
tures that are moving so fast it’s hard to make them out. All you
see of her in-game self is the tip of the futuristic, golden firearm
with which she kills off opponents. On the smaller screen, I see
the face of “in real life” Youngs, mostly scrunched in a concen-
trated squint.

For the uninitiated, the experience is like staring into a digital
version of an M.C. Escher print. But for millions, the site—and
others like it—presents hours of engaged entertainment. Activision

COURTESY DE ACTIVISION 8LIZZARD




Blizzard has about 450 million monthly us-
ers globally, who spent a collective 43 billion
hours playing its games last year. Notably,
arecord 3 billion hours were spent viewing
its games in that same time span.

“When people ask me what I do, I say I
play videogames,” says Brandon “Seagull”
Larned, one of the best-known Overwatch
streamers. “They think it's pretty cool.”
Larned explains that there are two career
paths for gamers. The first is streaming,
which allows players with considerable
followings to share in profit from advertis-
ing. The second involves endorsements and
prizes for competing in pro tournaments.

A few high-end streamers and e-sports
competitors make seven-figure salaries;
most do not. While Larned doesn’t disclose
his income, he does say he quit a computer
science program at Washington State
because “there was too much money to be
made” as a professional gamer. Larned,
known for his “dazzling Genji play” (don't
ask), may soon have an even bigger career
opportunity—the 24-year-old is a con-
tender for the Overwatch League.

At the moment, viewership for gaming
is not unlike golf—if you play golf, you'll
watch golf. But Kotick hopes to make
e-sports more mainstream, more sticky.
One way he’s doing that: instituting teams
that are city-based—a first in professional
e-sports. Just like Green Bay’s Packers,
Overwatch teams will be tied to cities.
(Activision Blizzard hasn’t yet said how
many teams will exist and in which loca-
tions.) Of course, unlike the NFL—or the
NBA, the MLB, or the NHL—Overwatch
has been around for only a year. “If 'm
[a potential sponsor], I have a pretty good
confidence that the L.A. Kings [hockey
team ] will be around in five years,” says
Morgan Stanley’s Nowak. “But how do I
know that Overwatch will?” Still, Activision
Blizzard thinks Overwatch has advantages,
despite its “noob” status (gamer-speak for
new). Going with a recently launched title
lets the league start from sgratch—more
established titles like Call of Duty or World
of Wareraft are already played by several
existing e-sports teams and leagues.

Meanwhile, Activision Blizzard doesn’t
have to deal with the legacy TV networks
that have tied up traditional sports rights
for years. “E-sports is the first digital na-
tive sport,” says Vlastelica, the Fox Sports

ACTIVISION BLIZZARD ENTERS A NEW ARENA

veteran who heads MLG. “We're not encumbered by the paid-TV
ecosystem that keeps the content out of the hands of young people
who, frankly, don’t watch TV.” At the same time, the hope is that
transforming itself into the “ESPN of videogames” will help Activi-
sion Blizzard make e-sports more recognizable to the masses.
“What we're seeing is the evolution of the games themselves to be-
coming more broadly appealing as a spectator sport,” says Kotick.

That evolution is not lost on the real, Disney-owned ESPN,
which launched a dedicated e-sports vertical on its website last
year. The audience is “not enormous,” says Marie Donoghue,
EVP of global business and content strategy at ESPN, but “the
fans are passionate and engaged, the athletes and teams are
compelling.” She adds, “It’s also incredibly popular among a
demographic we know well—young men.”

S LUCRATIVE AS THAT DEMOGRAPHIC 1S, Kotick’s plans—

including the Overwatch League—could enable Activision

Blizzard to reach beyond it. The vast majority of e-sports

pros, like the majority of gamers, are men. But players like
Youngs are reminders that capability in videogames doesn’t rely
on muscle mass or size. And the marketing and expansion of
other sports leagues has generally led to more gender parity in
their audiences—the NFL, for example, says that women now
account for almost half its fan base.

It’s clear that Kotick has this ideal in mind as the Overwatch
League gears up. “I think it's the first game on a broad scale
where about half the characters [are] women,” he says. “This is a
level playing field.” Indeed, Overwatch features equal numbers of
men and women heroes plus three “omnic” (that means robotic)
characters and a male scientist who happens to be a gorilla.

Activision Blizzard’s real-life leaders don’t yet reflect such
parity. Only one out of nine board members is female, and there’s
not one woman on its eight-person “senior corporate manage-
ment” team. It’s notable that one of the company’s few leading
women—the newish hire, Stacey Sher—is tasked with bringing
Activision Blizzard's IP to movies and TV shows, media that
more easily cross gender lines. “You have to have control of your
script and your movies,” says Sher, whose production credits
include Garden State and The Hateful Eight.

Last year Sher put together a “writers room” in a house in
Los Angeles, where six handpicked creatives sat every day for
a month to brainstorm adaptation ideas; they now have three
projects in various stages of screenwriting. Of course, they’re all
variations on the Call of Duty series—a war-driven franchise
where male characters dominate. Turns out there’s a daunting
amount of testosterone in Activision Blizzard’s DNA.

Still, Kotick's strategy suggests that he’s willing to alter that
code to make Activision Blizzard a bigger, faster-growing en-
tertainment company. In February, in its latest annual report,
Activision Blizzard said it will have a light slate of game releases
this year when compared with 2016. (There won't be a new “full
console” Skylanders game, for instance.) The implicit message:
It’s time for the company to invest in new areas, from its position
of strength. If it doesn’t, it risks going the way of its predecessors,
companies that became one-hit wonders, metaphorically speak-
ing, no matter how many games they created.
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With last year’s $13.8 hillion
purchase of Starwood, ~ -
has already
built a hotel industry Goliath.
Now he’s embarking on
a historic expansion and
betting he can fend off a
pesky upstart: Airbnb.

BY SHAWN TULLY
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ARNE SORENSON is back on the banks of the
Ganges River. “It was sensory overload,”
he says, a faraway look in his eyes as he
recalls a trip to India’s holy city of Varanasi
11 years ago with his wife and their four
children. “There were holy cremations
being performed on timber fires, throngs
of people bathing in the river, and clus-
ters of floating candles.” The family’s guide,
Sorenson recounts, was one Dr. Shailesh, a
learned sage with an aristocratic air and a
wicked laugh who reminded Sorenson and
his wife of “a Brahman version of Vincent
Price.” The overall experience, says Soren-
son, was “super intense.”

As the CEO of hotel colossus Marriott
International, Sorenson has made travel
his business. But spend a few minutes with
him, and it quickly becomes clear that it’s
also a personal passion. His sixth-floor
corner office at Marriott’s headquarters in
Bethesda, Md., is decorated with spears and
bows and arrows that his parents, Lutheran
missionaries who raised him in Japan,
brought back from New Guinea. And the
walls feature ample photographic evidence
of his own adventures, such as a group shot
taken at the summit of Mount Kilighanjaro.
Says Sorenson: “Exploring new places is the
source of my family’s most unforgettable
times together”

And it’s not just him, insists Sorenson.
A growing number of people worldwide
share his passion. Indeed, Sorenson believes
we are entering a new golden age in travel
and hospitality. He points to China’s fast-

growing new middle class, a vast cohort of potential travelers who
are eager to see the world beyond Beijing. Closer to home, he cites
the preference of the millennial generation for making memories
(and snapping Instagram pics) over shopping. “They want fresh,
exciting experiences far more than they want to buy stuff,” he says.

This deeply held conviction is a major reason why Sorenson
engineered a transformative deal for his company: the $13.6 billion
acquisition last September of Starwood Hotels & Resorts, which
added such iconic brands as St. Regis, Westin, and W to Marriott’s
roster, as well as profitable budget properties such as Four Points,
Prior to the purchase, Marriott stood in a virtual tie with Hilton as
the world’s largest hotel company. Now it towers over the field. The
merger added 381,440 hotel rooms, swelling Marriott’s total port-
folio to 1.203 million—50% larger than Hilton's, and 62% greater
than the room count at third-place InterContinental Hotels of the
UK. Today one in seven hotels in North America, and more than
one in 14 worldwide, are controlled by Marriott.

The Starwood deal is just the beginning of an epic drive for
growth at Marriott, which ranks No. 163 on this year’s For-
tune 500 with $17 billion in 2016 revenues. Sorenson, 58, pledges
to add, on average, around 100,000 rooms annually over the next
three years, or 50% more than Marriott and Starwood combined
opened in 2016. Here’s probably the most astounding (and maybe
the scariest) statistic: 36% of all hotel rooms under construction
in North America, and 23% worldwide, are slated to be managed
or franchised by Marriott. So far, Wall Street seems to approve of
the plan. As of late May, Marriott’s stock price had risen 60%;, vs.
a 15% gain for the S&P 500 over the past year.

Sorenson is going all in on hotels as no industry leader has
ever done before. But the success of Marriott’s historic expan-
sion campaign is far from a sure thing. The company faces a few
major—and growing—challenges.

The most obvious threat to the traditional hotel industry, of
course, is the rise of Airbnb and other home-sharing businesses
that allow travelers to bask in a local scene by booking, say, a
family’s flat on the Seine or a condo in Miami Beach. Since its
founding in 2008, Airbnb has recorded more than 160 million
“guest arrivals” and now has over 3 million listings worldwide
in some 65,000 cities, In March the San Francisco startup was
given a valuation of $31 billion by its investors. Among hotel
companies, only Marriott’s $40 billion market value is bigger.

But the digital disruption doesn’t stop there. Marriott is feeling
more pressure than ever today from online travel agencies, or
OTAs. Led by the Priceline Group (No. 268 on this year’s 500 list)
and Expedia (No. 317), travel sites are selling an increasing share
of the world’s hotel rooms. They're especially attractive to leisure
travelers, who, for example, can tap Expedia to compare rates and
locations for 385,000 properties, including inventory from Mar-
riott and other major chains. The expanding scale of the OTAs
gives them clout and undermines Marriott’s leverage.

“Airbnb and the OTAs are coming for our children,” says Tan
Schrager, the hotelier who virtually invented the boutique lifestyle
category with Morgans hotels in the 1980s and who's now collabo-
rating with Marriott on a new hotel brand called Edition. “They
are a direct mortal threat.” (For more on Schrager, see our Passions
section in this issue.)
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If that weren’t enough, Marriott is tri-
pling down on new construction at the tail
end of a recent hotel building boom—one
that industry analysts warn could soon
lead to a glut in supply.

None of this appears to daunt Sorenson,
who loves citing big macro forecasts that
support his optimism. “The story is the hun-
dreds of millions of new people a year with
the resources to travel,” he says. “Last year,
travelers around the world made 1.2 billion
international trips. By 2030, the number’s
expected to reach 1.8 billibn. So hotels will
be one of the world’s best growth markets.”

As bullish as he is, Sorenson knows he
can’t merely build hotels and wait for the
travelers to come. To capitalize on the Star-
wood deal and his expansion plan, Marriott
must battle harder than ever to lure a grow-
ing share of fickle travelers. So the hotel

o

Sorenson,
photographed
atMarriott’s
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company’s

first CEO
not named
“Marriott.”

giant is investing heavily in lifestyle brands, boosting its rewards
programs, and playing hardball with its online booking rivals. Will
it be enough for Sorenson’s daring bet to pay off?

HEN STARWOOD FIRST put itself up for sale in early 2015,

Sorenson wasn't interested. He thought the size and

complexity of a potential merger would outweigh the

advantages. But just a few months later, the very big-
ness of the move suddenly looked like a virtue. “I was negotiat-
ing an extremely difficult deal with Expedia that almost didn’t
get done,” he says. “I recognized that in the future we'd need far
larger scale to prevent the OTAs from taking a lot more of our
share of bookings.”

And the more Sorenson examined Starwood, the more he
became convinced that it was an ideal takeover target for Mar-
riott. Starwood would bring with it the most loyal clientele in the
business: the members of its super-generous Starwood Preferred
Guest rewards program. “I decided that to keep people booking
directly through us and not the OTAs, we needed a more powerful
rewards program,” says Sorenson. “It’s our moat.”
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Along with the loyalty program came upscale, the category between true luxury and limited service,
Starwood’s portfolio of chic, distinctive consisting of brands like Westin, Le Meridien, and Sheraton.
properties. Prior to the merger, Marriott’s Lifestyle hotels are designed to make guests feel that they're stay-
19 brands were highly tilted toward mid- ing in places catering to their fun-seeking, healthy, or aesthetically

market, “select service” properties catering elevated lifestyles. Sorenson believes this curated approach will be
to price-conscious road warriors—notably a magnet for millennials. Today’s young travelers, he says, want
Courtyard, Fairfield Inn & Suites, Resi- more than a clean bed and a room-service burger. A hotel should
dence Inn, and SpringHill Suites. No less not only feature designer decor but also connect with the commu-
than 53% of its rooms clustered in those
limited-service categories. By contrast, well
over three-quarters of Starwood’s 11-brand

portfolio was either in luxury, with proper- MORE ROOMS AT THE INN
ties such as St. Regis, or so-called upper-

© With its purchase of Starwood, Marriott raised its
capacity by 50%, or nearly 400,000 hotel rooms. The
deal made Marriott far more international. And its

RR! St
MioreLs product mix also got more high-end through the addition
12000 ROUNS of luxury brands like St. Regis and W, which balance
_ Marriott’s heavy concentration in lower-priced hotels.
COURTYARD
163,000 ,
fesss= STARWOOD HOTELS
SHERATON
158,000

RESIDENCE INN

90,000
81,000 567,000 5%
ROOM LS.
FAIRFIELD INN ooMs 757,000
.000 ROOMS
RENAISSANCE
52,000
SPRINGHILL SUITES
FOUR POINTS
JW MARRIDTT
TOWNEPLACE SUITES
ASIA
LE MERIDIEN PACIFIC
THE RITZ-CARLTON SELECT 175.000
491,000 HERMD
AUTOGRAPH ROOMS
COLLECTION '
TIMESHARE TR
~ ALOFT 105,000
THE LUXURY ROOMS
COLLECTION
W HOTELS MIDDLE
AC EAST,
AFRICA
DELTA LUXURY 54,000
PROTEA 106,000 ROOMS
ST REGIS ROOMS
GAYLORD E:g:?am
TRIBUTE PORTFOLIO | AMERICA
RESIDENCES 51,000
. Urn;mnmrr ROOMS
EXECUTIVE APTS.
RESIDENCES, |
ELEMENT = s ‘:—__ =) TIMESHARES | : CANADA
EDITION ' ROOMS
BULGARI

SOURCE MARRIDTT, AS OF 2016
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nity—and even be a partner in adventure.
Revelers at Marriott’s Edition in Miami
Beach skate around an ice rink next to a sub-
terranean nightclub, cocktails in hand.

The Starwood deal has handed Soren-
son two promising new lifestyle brands:
Element and Aloft. Element is the only
extended-stay hotel chain in the lifestyle
space. And many of the new ones will have
a completely novel offering: four rooms
clustered around a communal lounge to
attract groups traveling for sports events or
reunions—customers who might other-
wise rent an Airbnb together. Aloft, on the
other hand, is tailored for midsize cities
with fewer activities for business travelers.
The central attraction is a bar that lures
plenty of locals by offering karaoke nights
and performances by the town’s musicians.
Folks chat and drink in the lounge while
shooting pool or playing checkers seated
on facing leather sofas. Today the two
brands have a total of 150 hotels. Over the
next three years that number is expected
to double, raising the room count from
25,000 to more than 50,000.

The growing shift toward these highly
individualized venues is beginning to cap-
ture a growing number of older, traditional
travelers as well as millennials. According
to Schrager, all hotels will need to go this
way to keep the clients they have now, let
alone attract new ones. Airbnb can provide
a house and a bedroom, he says, but not
the beehive of activity in the lobby. “Even
the Courtyards have to evolve,” he says.
“Every brand needs to do something that
Airbnb can’t do. That’s Arne’s mission.”

ORENSON IS JusT the third CEO in
Marriott’s 90-year history, and the
first without the last name Marriott.
He joined the company in 1996 and
worked his way up through the executive
ranks before taking over as CEO in 2012.
Tall and affable, he looks equally as com-
fortable in jeans and black cowboy boots,
addressing a group of Marriott execs in
Dallas, as he does in a st back in his office.
Prior to Marriott, Sorenson (whose
first name is pronounced “Ar-nee”) was a
partner at the law firm Latham & Watkins
in D.C., where he specialized in merger and
acquisition litigation. And as the onetime
M&A lawyer weighed the Starwood deal,
he recognized another bit of potential syn-

o ergy: Like Marriott, Starwood employed

So-called lifestyle
brand hotels,
like this Aloftin

the same asset-light model that has long
ruled the industry. But Marriott, Sorenson

Boston, are keyto felt, was a lot better at financial blocking
Mlarrintt’s growth and tackling than Starwood—creating an
plans.

opportunity for him to boost the profit-
ability of Starwood’s portfolio.

Although it’s often characterized as a plodding manager of
cookie-cutter properties, Marriott—which started as a root beer
stand in 1927—is actually one of the great financial pioneers in
U.S. industry. The architects of the Marriott template were two
legendary CFOs: Gary Wilson starting in the mid-1970s, fol-
lowed in the early 1990s by Stephen Bollenbach, who later went
on to run Hilton. Their core principle was that Marriott should
own as little real estate as possible. The company should instead
focus on two lines of business: managing and franchising hotels
owned by others. Marriott today is still run on the same model.

For its managed hotels, Marriott furnishes all personnel in the
U.S., from the housekeepers to the general managers. Those “on-
property” folks account for about 200,000 of its total workforce
of 226,500. The owners of the properties reimburse Marriott for
100% of those personnel expenses. Marriott also provides other
major services at cost: The first is sales and marketing, including
selling blocks of rooms for conventions. The second is managing
the two yet-to-be-merged loyalty programs—Marriott Rewards
and Starwood Preferred Guest. The third consists of operating
the gigantic phone and Marriott.com reservation system, the
source of 70% or more of all managed and franchised bookings.

Marriott’s profit from these managed properties flows from
two sources: It collects management fees of around 3% of
total hotel revenues. And it also gets an incentive fee from U.S.
properties of up to 25% of operating cash flow, over and above a
minimum that owners pocket first.

For franchised properties, the system is simpler—chiefly because
the owners either operate the hotels themselves, or outsource man-
agement to contractors. So Marriott doesn’t provide the workforce,
but it does supply; at cost, management of the loyalty program and
the reservation system. The franchisees can either do their own
sales and marketing to attract group business, or outsource to Mar-
riott. The profit comes from a franchise royalty fee that's 5% to 6%
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of room revenue only. Marriott also provides
support services. “It's simple,” says Tyler
Morse, CEO of MCR Development, a major
Marriott franchisee. “T pay Marriott to fill my
rooms because it’s cheaper than doing my
own marketing and paying the OTAs."
Heré’s the brilliance of the asset-light
model: It enables Marriott to rapidly grow

fees using tiny dollops of capital rather than

the huge investments that developers make
to expand their business by building more
and more hotels. Sorenson has proved to be
a master at the game. From 2012, the year
he became CEO, to 2015, Marriott’s fees
from management and franchising, as well
as such additional income including eredit
card fees, expanded by 31%, to $2 billion.
By any measure, Marriott’s profitability
is stellar. Its operating margin, for example,
hovers around 50%. The reason is twofold.
First, its expenses have expanded a lot less
than its fees, providing strong “operating le-
verage”” Second, unlike real estate develop-
ers, Marriott benefits from minimal interest
expense and depreciation (a function of
capital costs). And its huge free cash flow
has enabled it to repurchase lots of shares.
Over Sorenson’s tenure, Marriott’s stock has
delivered total annualized returns of 23.1%.
But after a half-dozen boom years,
the market going forward looks a lot less
favorable. The problem: a glut of new hotel
supply. “In the financial erisis, loads of
hotels that were started earlier opened, but
very few got started,” says Jan Freitag, SVP
of hospitality research firm STR. “It wasn’t
until 2011 or 2012 that construction heated
up again.” Because of the lag, the supply of
rooms opening each year was depressed
from 2011 to 2015. Customers were book-
ing rooms faster than hotel owners were
adding them. As a result, both occupancy
and rates surged. Now that scenario is
reversing as hotels in the pipeline begin to
open. “For the first time in years*supply
will outgrow demand in 2017,” says Freitag,
Further clouding Sorenson’s ambitious
growth plan is that the looming oversupply
problem is particularly acute in Marriott’s
staple product: select service. During the
past 15 years, Marriott’s prime growth en-
gine has been select-service hotels in North

THE STORY IS THE HUNDREDS OF MILLIONS OF NEW PEOPLE
AYEAR WITH THE RESOURCES TO TRAVEL.”

America—led by Courtyard, Fairfield, and extended-stay entry
Residence Inn. Those are the no-frills venues. In a Fairfield, for
example, guests fill their plastic coffee cups from canisters, and
breakfast is a bagel popped into a toaster.

After the financial crisis, banks became extremely reluctant
to lend for expensive, full-service hotels. “The banks went from
demanding 20% equity for a full-service hotel to 40%,” says Tony
Capuano, Marriott’s global chief development officer. But select
service was far less risky—both for lenders and owners. A full-
service Renaissance could cost about $50 million, compared with
$15 million for a similar-size Fairfield; that’s a cost difference per
room of $250,000 vs. $120,000. Select service was, and still is, a
lot more profitable. “You can run them with about 20 employees,
and you don't need ballrooms or big kitchens that cost alot and
take the place of rooms,” says Mit Shah, CEO of Noble Investment
Group of Atlanta, which owns around 30 Courtyards and other
Marriott select-service hotels. “The profits are a lot more consis-
tent, because fixed costs are so low.”

The biggest growth in select service came in secondary mar-
kets, many of which had lots of older, full-service properties.
“We figured out that the small markets were underserved,” says
Capuano. “So we sent out people with a credit card and a map
to find the best locations.” The developers targeted such cities as
Minot, N.D., and Hattiesburg, Miss. The strategy spearheaded
Marriott’s expansion. From January 2011 to year-end 2016,
the pre-Starwood Marriott added nearly 90,000 select-service
rooms in North America.

Marriott is counting on the same workhorse to continue
driving unit growth. Of its current pipeline of 430,000 rooms,
around 40% are Fairfields, Courtyards, and other select-service
brands in North America. The hotels are already popping up
on more and more corners opposite industrial parks and data
centers, often with a Hampton by Hilton or Holiday Inn Express
across the street.

“We're close to being in an overbuilding situation,” says Dewey
Weaver, the owner of InterMountain Management, a firm that
owns or manages 53 Marriott select-service hotels. Weaver says
that in places like Jackson, Miss., and Phoenix, the market is
already saturated. “I haven’t bought land in two years,” he says.

Marriott, however, could compensate for a U.S. slowdown
with gigantic growth in what will, over the next decade, be the
world’s fastest-growing major hotel market: China. Prior to the
merger, Marriott was relatively weak both in China and across
Asia. Starwood, by contrast, was the leader in the region among
global chains, thanks to Sheraton’s long-standing position as a top
full-service brand. Although the deal lifted Marriott’s hotel count
by 170% to 264 in greater China, its portfolio is mainly big, full-
service hotels concentrated in the biggest gateway cities such as
Hong Kong, Beijing; and Tianjin.

The thriving segment in China today, however, is domestic
business travel. And the boom markets are the 15 or so cities
with populations between 4 million and 10 million—notably




coastal metropolises such as Wenzhou and
Quanzhou. Traditionally dominating those
secondary cities are locally owned, super-
budget venues. But the increasingly afflu-
ent, brand-conscious Chinese road warriors
crave a step up in quality. And that’s a huge
opportunity for the purveyor of Courtyard,
and Fairfield and Residence inns.

Today, Marriott’s select-service offer-
ing in China is limited to 54 hotels. But its
runway the next several years could rival
the huge growth in the U.S. over the past
half-decade. In 2018, Marriott plans to
open 56 hotels in China, including 21 in
select service. Its goal: to open 100 hotels
annually in China by 2020.

Spreading the Marriott brands in China
also boosts business abroad. The Chinese
already lead the world in outbound travel.
More than 100 million Chinese a year
vacation or do business overseas, And as
the middle class expands from 100 mil-
lion to an estimated 400 million by 2020,
the global market in Chinese tourism will
explode. “A big goal of expanding in China
is making domestic travelers familiar with
Courtyard, Marriott and our brands,” says
Craig Smith, Marriott’s president for the
Asia Pacific region. “They tend to seek out
the same brands when they travel abroad.”

HILE MANY INSIDE and out of the hotel

industry view Airbnb as a formi-

dable disruptive force, Sorenson

is surprisingly dismissive of the
threat posed by the nine-year-old startup.
“We see Airbnb as mainly lower-priced
leisure travel, where people make trips they
otherwise wouldn't make because it’s sud-
denly become so affordable,” he says.

It’s hard not to view such a statement as
a bit of gamesmanship—a polite dig at an
upstart. But for now at least, Sorenson is
still speaking from a position of strength.
With hotel oceupancy and room rates at
record levels, evidence is scant that Airbnb
is taking lots of Sorenson’s business, espe-
cially from the higher-priced brangs in the
Marriott portfolio. s
‘What really worries Sorenson are the

OTASs, because they could potentially
undermine Marriott’s value proposition to
its hotel owners. Sites like Expedia.com and
Priceline.com have become increasingly
valuable to owners as a way to fill in gaps
between the bookings that come from Mar-
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riott’s system. But for every room booked,
the owners pay a fee to the OTA—on top of
what they're already paying to Marriott. The
danger is that down the road owners might
start deciding to drop Marriott (and its fees)
and go exclusively with OTA bookings.

That's why Sorenson led the charge for
hotels in the negotiations with Expedia in
late 2015. He saw that the travel sites were
gaining leverage. “The OTAs were only
booking about 8% of our rooms,” he says,
“but that was up from 4% three or four
years earlier, and I thought it would keep
growing.”

Led by Sorenson, the owners of Marriott
brands formed a united front. Their
position: If Expedia declined to make the
concessions Sorenson was demanding,
the owners would pull their offerings
from Expedia en masse. The negotiations
were in a standoff until 24 hours before
the deadline. Expedia finally broke the
deadlock by giving ground and, for
instance, reducing the booking fee for
owners from around 16% to 12%. And
Sorenson scored a coup that bound owners
more tightly than ever to Marriott.

So far, Sorenson’s strategy of building
scale is working. The OTAs’ share of
bookings remains flat at around 8%, and
more new hotels are signing with Marriott
and other branded hoteliers than ever
before. The combined rewards programs
are growing faster than ever, says Marriott,
at around 1 million new members a month.
As long as those higher-margin direct
bookings remain strong, Marriott’s owners
will be happy and its business healthy.

As hard as he negotiates, Sorenson prides
himself on putting just as much energy into
seeking out fun—through travel, of course,

Back in his office, he’s telling the story
of the group photo on Kilimanjaro. Arne,
his wife, and their children made the climb
in 2010. They spent a challenging night
in a crater at 19,000 feet, some 500 feet
below the peak. “We were all suffering
from altitude sickness,” recalls Sorenson.
As they made the final ascent, “the guide
kept saying *Poli, poli!’ "—meaning “Slowly,
slowly” in Swahili. When they finally got to
the summit, Sorenson and his family stood
together and soaked in the triumph.

Now he’s taken Marriott to the top of the
hotel world. The challenge will be keeping
it there. @
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NO. 1
WALMART

Theworld’s
largest retailer
has topped
thelist for five

BERKSHIRE APPLE EXXON MOBIL straightyears

: ! and eightofthe
HATHAWAY past10. Seeking
morescaleonline,
Walmart paid
$3hillion last
yeartoacquire
startup Jet.com.
Atright,aJet
fulfillment center.
—Laura Entis

l — 2 D A REVENUES PROFITS ASSETS STOCKHOLDERS'
EQUITY

% %

change change

RANK fram from
2016 201 §millions 2015 Smillions  Rank 2015 Smillions  Rank $millions Rank
n 1 WAL-MARTSTORES Hentonville, Ark.* 485,873.0 0.8 13,643.0 11 [7.2] 198,825.0 39 77,798.0 13
m 4 BERKSHIREHATHAWAY Omaho, Neb. 223,604.0 B.1 24,074.0 3 (0.0] §20,854.0 11 283,001.0 1
m 3 APPLE Cuperting, Calif? 215,639.0 [77) 145,687.0 1 [14.4) 3218860 21 128,249.0 9
n 2 EXXON MOBIL Irving, Texas 205,004.0° [18.7] 7.840.0 27 [51.5) 330,314.0 - 167,325.0 B
m 5  MCKESSON Saon Francisco, Colif.® 192,487.0% 6.2 2,258.0 102 53.0 56,563.0 8,924.0 173
n 6 UNITEDHEALTH GRDUP Minnetonka, Minn 184,840.0 1727 70170 33 20.7 122,810.0 38,274.0 38
m 7 CVSHEALTH Woonsocket, R 177,526.0 15.8 5,317.0 4y 1.5 94.462.0 74 36,830.0 33
m 8 GENERALMOTORS Detrolt, Mich. 166,380.0 9:2 9,427.0 21 [2.7] 221,690.0 34 43,836.0 32
m 10 ' ATET Dallas, Texas 163,786.0 116 12,876.0 14 [2.8) 403,821.0 11 123,135.0 10
m 5 FORDMOTOR Georborn, Mich. 151,800.0 15 45960 52 [37.7) 2379510 30 29,170.0 50
m 12 AMERISOURCEBERGEN Chesterbrook, Po.* 146,849.7 8.0 14279 148 33,656.2 168 2,125.4 366
m 18 AMAZON.COM Seattle, Wash. 135,987.0 271 2,371.0 96 297.8 83,402.0 B4 19,285.0 B3
m 11 GENERALELECTRIC Boston, Moss & ® 126,661.0° [9.8] 8,831.0 24 - 365,183.0 17 75,828.0 16
m 13 VERIZDM COMMUNICATIONS New York, MY 125,880.0 [4:3) 13,127.0 1] [26.6] 244,180.0 28 22,524.0 65
m 21 CARDINALHEALTH Dublin, Ohio® 121,546.0 18.5 14270 148 174 34,122.00 184 6,554.0 211
m 15 COSTCOWHDLESALE Issoquoh, Wosh. * 118,719.0 2.2 2,350.0 a7 [1.1] 33,163.00 172 12.079.0 132
m 19 WALGREENSBODTS ALLIANCE Deerfield, Ill. ® 117,351.0 134 4,173.0 58 [1.1) 72,688.0 9y 29,880.0 48
17 KROBER Cincinnati. Ohio* 115,337.0 5.0 1,8750 117 [3.1) 36,5050 158 6,698.0 y
SEN 14 CHEVRON Son Raman, Calif. 107,567.0°  [18.0) [497.0] 472  [110.8) 260,078.0 25 145,556.0 7
m 16 FANNIEMAE Waoshington, D.C. ° 107,162.0 [2.9] 12,3130 15 124 | 3,287.968.0 1 6.071.0 222

DEFINITIDONS, EXPLANATIONS, AND FOOTNDTES ARE ON PAGE F-32
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DELL TECHNOLDGIES Afterfalling off the S00whenitwent private

in 2013, Dell isback, thanks toits $67 billion takeover of EMC |ast fall
[and the deal disclosures that allowed us to see its numbers], —L.E.
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JPMORGANCHASEBCD. New York. N.Y.
EXPRESSSCRIPTS HOLOING St Louis. Mo
HOMEDEPDT Atianto, Go.?

BOEING Chicogo. lIl,

WELLS FARBD San Francisce, Calif.

BANK OF AMERICACORP. Charlotte, N.C.
ALPHABET Mountain View, Calif.

MICROSOFT Redmand, Wash. 7

ANTHEM indionopolis. Ind.

CITIBROUF New Yark, N.Y

COMCAST Philadelphio, Po.

INTERNATIONAL BUSINESS MACHINES Armonk, N.Y.
STATEFARM INSURANCECDS. Bloomington, Il
PHILLIPS 68 Houston, Texos

JOHNSON § JOHNSDON New Brunswick, N.J.
PROCTER § GAMBLE Cincinnot), Ohio®

VALERD ENEREY Son Antonio, Texos

TARGET Minneapolis, Min, 1

FREODIEMAC McLean, Va B

LOWE'S Mooresville, N.C.1
DELLTECHNOLDGIES' Round Roek, Texas *®
METLIFE New Yark, N.Y.

AETHA Haortford, Conn.

PEPSICO Purchose, N.Y,

ARCHER DANIELS MIDLAND Chicogo, L.
UNITED PARCEL SERVICE At/onto, Ba.

INTEL Santa Claro, Calif.
PRUBENTIALFINANCIAL Newark, N.J
ALBERTSDNSCDS. Boise, Idoho®

UNITED TECHNOLOBIES Farmington, Cann.
MARATHON PETROLEUM Findioy, Ohio

WALT DISNEY Burbonk, Calif.®

HUMANA Louisville, Ky,

PFIZER New Yark, N.Y,

AMERICAN INTERNATIONALBROUP New York, N.Y.
LOCKHEED MARTIN Bethesdo, Md.

SYSCO0 Houston, Texos®

FEDEX Memphis, Tenn.®

HEWLETT PACKARD ENTERFRISE Palo Alto, Calif, **3#
CISCOSYSTEMS 'SanJese, Colif.

HP Palg Alto, Calif, 2+

DOW CHEMICAL Midiand, Mich

HCA HOLDINGS Nashville, Tenn. §
COCA-COLA Atlonto, Go.

NEW YORK LIFE INSURANCE New Yark, N.Y.
CENTENE st Lowis, Mo,

AMERICAN AIRLINES BROUP Fort Waorth, Texas
NATIONWIDE Columbus. Ohio

REVENUES

$ millions
105,486.0
100,287.5
94,595.0
94,571.0
94,176.0
93,662.0
90,272.0
B5,320.0
84,863.0
82,3860
'80,403.0
79,818.0
76,1318
72,396.0°
71,890.0
71,726.0°
70,166.0°
£9,495.0
65,665.0
65.017.0
64,806.0"
63,476.0
63.155.0
§2,799.0
£2,346.0
50,906.0
59,387.0
58,779.0
58,734.0
57,2440
55,858,0°
55,632.0
54,379.0
52,824.0
52,367.0
50,658.0°
50,366.9
50,365.0
50,123.0
49,247.0
48,238.0
48,158.0
44,747.0
41,863.0
4p,786.8
40,721.0
40,180.0
40.074.1

change
from
2015

44
[1.4)
6.9
[1.6)
45
07
204
[8:8]
72
(67]
79
€5y
06
[16.9]
28
[8.9]
[14.2)
(5:8)
34
101
181
{9.3)
47
(0.4)
(7.9]
4.4
73
2.9
1158
[B:2]
{13.5]
B0
0.2
a1
[10.2]
98
35
6.1

02
[53.3]
(13]
27
(5.5]
(111
7858
[2.0]
[0.4)

PROFITS

$ millions
24,733.0
3.404.4
7.857.0
4,895.0
21,938.0
17,906.0
19.478.0
16.798.0
2,469.8
14,812.0
86850
3._]...,"3?2,0
3503
1,555.0
16,540.0
10,508.0
2,285.0
2,7370
78150
3,083.0
(1.672.0]
800.0
2.271.0
5,329.0
1,279.0
3.431.0
10,316.0
4,368.0
(502.2)
5,055.0
11740
9,391.0
B14.0
7.215.0
(849.0]
5,302.0
849.6
1.820.0
3,161.0
10,738.0
2.496.0
4,318.0
2,890,0
6,527.0
1,088.1
562.0
2,676.0
3343

Rank
2
72
25
49
4

5

81

ag

18
338
140

18
93
83
28
75

48R

228

481
45
201
124
74

89
56
78
35
185
283
B
346

change
from
2015

12
375
13,5
[5.4)
(42
127
18.1
37.8
(35)
[13.5)
6.5
00
[94.4)
(83.2]
73
433
[42.5)
{18.6)
2256
215
{84.9)
(5.0
161
(30.8)
(29.2)
(8.7
[22.8]
[33.6)
(58.8)
120
[51.9)
a7

(138.7)

471
38.3
733
196

[45.2]
{43.8)
357

[112)

3241
58.3

[64.8)

(42.4)

ASSETS

$millions
2.490,972.0
51,744.9
42,966.0
88,997.0
1.930,115.0
2,187,702.0
167,497.0
193.694.0
65.083.1
1.792,077.0
180,500.0
117,470.0
256,029.9
51,653.0
141,208.0
127,136.0
46,173.0
37431.0

2,023.376.0°

34,408.0
118,206.0
898,764.0
£9,148.0
74,123.0
39,769.0
40,377.0
113,327.0
783.962.0
23,770.0
89,706.0
44,413.0
82.033.0
25,398.0
171,615.0
498,264.0
47,806.0
16,721.8
46,064.0
79,679.0
121,652.0
29,010.0
79,511.0
33,758.0
87,270.0
287,186.0
20,197.0
51,274.0
137.789.7

Rank

118
144
78

4y
41
101

H2
BS
26
119
52
a7
131
185

145
BY
10
213
81
139
76
206
43
13
127
273
132
87
B2
130
88
166
83
22
244
121
40

STOCKHOLDERS

EQUITY

$millions
254,190.0
16:236.0
4,333.0
817.0
199.581.0
266,840.0
139,086.0
71.897.0
25,1004
225,120.0
53,843.0
18,246.0
87,591.7
22,390.0
70,418.0
57,341.0
20,024.0
10,953.0
5,075.0
6,434.0
13.243.0
67.309.0
17.881.0
11,095.0
17.173.0
405.0
66,226.0
45,863.0
1,613.2
27,579.0
13,557.0
43,265.0
10,685.0
59,544.0
76,300.0
1,511.0
3.479.6
13,784.0
31.448.0
£53,586.0
[3.889.0]
25,987.0
[7.302.0)
23,062.0
20,107.6
5,895.0
3,785.0
15,537.2

Rank

141
91
454y
20
aa
403
53
114
35
158
22
14
408
309
111
45
a1
495

498



MARKET
VALUE
3{31/17

S millions
313,761.2
39.,566.6
176,367.8
107,545.9
278,515.5
236,181.7
579,426.1
508,935.1
43,813.2
165,394.2
178,257.8
164,251.0
40,8544
3376416
229,699.5
29.746.4
30,502.2
1.612.1
70,481.3
57.428.9
44,859.3
159,763.2
26.273.5
93,275.6
170,539.0
45,911.9

89,957.3
26,678.8
179,297.7
28,742.8
203.724.9
B1,153.9
77,556.7
28,047.8
52,178.2
38,287.6
169,265.5
30,231.2
77,4599
32,965.5
182,153.1

12,2708
21,325.7

Rank

121
24
38
10
13

134
29
23
30

85
111
31
172
4y
27

4g
171
22
158
17
78
B1
165

277
205

PROFITSAS % OF ...
Revenues Assets
% Rank % Rank

234 28 1.0 387
34 330 6.5 144
8.4 182 8.5 15
52 268 54 184
233 29 11 378
191 49 0.8 403
216 38 116 48
197 48 87 88
289 347 38 254
181 53 0.8 402
108 132 48 209
149 74 101 63
0.5 428 0.1 433
21 370 30 283
230 31 117 47
147 75 83 101
33 334 5.0° 205
33 305 7.3 125
119 187 04 42y
48 278 90 83
[2.8] 457 [14) 458
1.3 408 01 435
36 321 3.3 268
0.1 148 85 94
21 37 32 273
56 258 85 98
174 57 51 7B
74 207 0.6 417
(03] 446 [2.1) 463
88 170 5B 1S
21 373 26 309
168 59 102 62
11 411 24 325
137 85 42 233
(18] 451 [0.2) 441
10.5 137 1EY =5
13 381 57 i
35 320 40 24y
6.3 242 40 243
gL a7 88 87
52 269 86 19l
8.0 167 54 185
8.5 237 B 893
158 B9 75 121
27 352 04 425
14 4o2 28 297
67 291 52 1492
0.8 418 0.2 43z

Stockholders’
equit

%
97
21.0
183.8
5991
110
8.7
140
233
9.8
B.B
161
65.1
0.4
6.9
235
183
114
25.0
154.0
4g.1
(12:5)
12
127
57.0
7.4
847.2
156
9.5
(311
183
87
217
5.7
121
{1.1)
350.9
273
132
101
169

166

28.3
54
9.5

70.7
B2

Al
304
138

8

2
273
363
213
118
303
364
184
26
420
358
118
185
265
110
B
38
450
414
243

)

351

1
196
308
HB0
164
324
12y
378
251
429

a7
225
296
179

181

81
381
307

22
414

EARNINGS PER SHARE

2018
§

619
5.39
6.45
761
3.99
1.50
27.85
2.10
9,21
472
1.79
12,38
292
5.93
3.69
4.84
4.70
0.03
347
0.63
.41
4,36
2,16
3.87
212
9.71
.12
2.21
5.73
4.07
1.17
[0.78)
17.49
1.64
6.51
1.82
211
1.43
3.52
7.30
1.49
3.43
4.81

%
change

from
2015

32
514
18.1

23
[3.2)
145
2139
41.9
(1.8]

[12.5)

10.2
(%7
(62.2)

8.2

51.2
(38.2)
[11.5)

271
{86.2]
(5.5
18.8
(275]
(277
(9.0
[20.2]

[28.9]
(58.0]
16.9
[51.8)

5.4
(147.3)
52.6
42.8
78.4
20.6
[42.3]
[42.8]
48.3
[10.8]
181
(56.5]

2006-2016
annual
growthrate
Rank

44 188
20.5 18
87 106
10.3 83
4.8 178
[10.6) 327
18.8 e7
5.8: 1158
B7 140
{19.8] 333
16.3 35
7.9 | 128
437 18D
3.4 189
(5.4) 303
3.9 196
[36:6) 337
5.7 | 155
[224) 335
79 120
2 | 215
08 244
0.0 257
9.4 o3
41 184
51 183
13.3 50
34 188
[7.9] 317
11.7 70
1.9 230
11 237
8.0 38
[41) 247
[0.8) 286
3.3 202

TOTALRETURNTOINVESTORS

2016
%

34,5

[21.3)
35
113
4.4
33.4
19
15.0
5.1
158
245
250

B.8
153
9.3
08
2.7
130.9
(4.8)

156
158

17
281
227

87
2.3

170
0.4
0.6

15.1
uy
78

184

387

26.0

541

15.3

30.3

153
9.4

(0.4

{14.1)
114

Rank

85
4ug
340
263
330
100

235
322
226
157
152

a
389

228
227
301
138
174
292
106

217
370
365
234
331
300
200

70
139

a4
232
118
231
283
375

2008-2016
annual

rate

%  Rank
8.6 180
144 58
157 43
8.5 186
75 221
(B7) 887
13.2 T
02 137
73 ridts]
[13,9]_ 398
11.0 115
78 213
9.0 168
58 269
61 258
48 286
[24.7) 405
104 131
14 336
12.0 84
83 194
5.8 263
74 222
9.4 156
4.4 288
8.3 193
13.4 70
148 58
6.8 246
[24.2] 404
14.1 B8
18 215
2 256
26 919
(1.3) 359
75 213
8.7 175
16.5 36

FORTUNE 500

Industry
table
number

8
28
58

2

9

9
39
11
26

g

o
w

o @«

34
37
48
49
32
48
25
14
58
12
36
26
22
23
4
56
36
21
2
48
18
26
4g
38
2
68
40
34
45
12
8
27
&
35
26
]
37

RANK
2018

LT02 ‘ST aNnr

O3IHONMNH JAId INNL¥OY

b4



JUNE 15, 2017

FORTUNE FIVE HUNDRED

. Fs

THE LISTS

LARGEST U.S. CORPORATIONS

FACEBDOK Like thatannoyingly accomplished friend inyour
feed whomyou love to hate, the social media powerhouse had another
omazingyear. Profits shotup177%, to $10.2 billion. —L.E.

69-115 / 500

RANK
2016 2015

7e
79
68
71
75
59
73
78
78
h
B3
82
77
66
80
81
87
85
B9
91
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DEFINITIONS. EXPLANATIONS, AND FOOTNDTES ARE ON PAGE F-38

MERCK Kenilworth, N.J.

CIGNA Bloomfield, Conn.

DELTAAIR LINES Atlonto, Go,

BESTBUY Richfield, Minn. *

HONEYWELL INTERNATIONAL Morris Plains, N.J.
CATERPILLAR Pearia, (Il.

LIBERTY MUTUAL INSURANCEBROUP Buostan, Moss. ™=
MORGAN STAMLEY New York. N.Y.
MASSACHUSETTS MUTUAL LIFEINSURANCE Springfield, Moss.
GOLDMAN SACHS GROUP New Yark, N.Y.
ENERGY TRANSFER EQUITY Dallos, Texas®

TIAA New York, N.y. 1t

BRACLE Regwood City, Calif. "

TYSON FODDS Springdale, Ark. ®

UNITED CONTINENTAL HOLDINGS Chicogo. M.
ALLSTATE Northbraook, lil.

PUBLIX SUPER MARKETS Lokelond, Flo
AMERICAN EXPRESS New York, N.Y.

T Framinghom, Moss.

NIKE Beaverton. Ore.*®

EXELON Chicogo, lll.

GENERAL DYNAMICS Falls Church. Vio.

RITEAID Comp Hill, Po.*

GILEAD SCIENCES Foster City, Calif.

CHS inver Grave Heights, Minn.

M 5t Poul, Minn.

TIMEWARNER New vork, N.Y.

CHARTER COMMUNICATIONS Stomford, Gonn, *
NORTHWESTERN MUTUAL Milwoukee, Wis.
FACEBDOK Menio Park, Calif,

TRAVELERS COS. New York, N.Y:

CAPITALONE FINANCIAL McLeon, Va.
TWENTY-FIRST CENTURY FOX New York, N.Y.*
UNITED SERVICES AUTOMOBILE ASSN. Son Antonio, Texas '
WORLD FUEL SERVICES ' Miomi. Flo.

PHILIP MORRIS INTERNATIONAL New Yark, N.Y.
OEERE Maiine, Il 2

KRAFTHEINZ Pittsburgh, Po.

TECH DATA Clearwater Flo. *

AVNET Phoenix, Ariz.*

MONDELEZ INTERMATIONAL Deerfield, Il
MALY'S  Cincinnoti, Ohio*

ABBVIE North Chicago. Ill. ¢« ®
MCOOMALD'S Ook Brook, I,

DUPONY Wilmingtan, Del. *®

NORTHROP GRUMMAN  Falis Church, Vo
CONDCOPHILLIPS Houston, Texos

REVENUES

$millions
38,807.0
39,668.0
39,639.0
39,403.0
39,302.0
38,537.0
38,308.0
37,849.0
37,788.0
37,712.0
37.504.0
37,1054
37.047.0
3E,881.0
36,556.0
36,534.0
34,2741
33,823.0
33,1837
32,376.0
31,360.0
31,353.0
'30,736.7
30,3590.0
30,347.2
30,108.0
29,318.0
29,003.0
28,799.0
27,638.0
27,625.0
27,519.0
27,326.0
27,1311
27,015.8
26,685.0°
26,644.0
26,487.0
26,234.8
26,219.3
25,823.0
25,778.0
25,638.0
24 621.9
24,594.0
24,508.0
24,360.0

change
from
2015

08
q7
(2.6)
[0.9)
1.9
(18.0)
[2.9)
0.1
(1.2)
(3.8]
[11.0)
5.5
(31
(10.9]
(3.5
2.5
51
(1.8]
7.2
5.8
6.5
{o.4)
15.9
(6.8
[12.2]
(0.5
4.3
1973
2.4
54.2
= S
95
[5.7)
114
[11.1)
[0.4)
(77)
444
{0.5)
[6.1]
[12.5]
[4.8)
122
(31
[12.0)
4z
[21.3]

PROFITS

§millions
3,920.0
1,867.0
4,373.0
1,228.0
4,808.0

(67.0)
1,008.0
5,879.0
1,2735
7,398.0

985.0
14923
8,901.0
1.768.0
2,263.0
1,877.0
2.025.7
5.408.0
2,298.2
3,750.0
1,134.0
2,955.0

1655

13,501.0

Hey2
5,050.0
3,926.0
3,522.0

818.0

10,217.0
3,014.0
37510
2,755.0
17791

126.5
6,967.0
15239
3,632.0

185.1

5065
1,658.0

§19.0
5,953.0
4,686.5
2,513.0
2,200.0

(3.615.0]

Rank

B1
122

193

162
a0

145
23
126
101
121
114
43
98
B3
179
77
400
Jts
321
47
BO
70
225
20
78
64
B1
125
407
34
142
B7
388
284
13%
265
40
51
a8
108
495

%
change
from
2015

(11.8]
(10.8]
[34]
368
09
(103.2]
957
(2.4]
[10.5)
218
(16.3]
229
(10.4]
44,8
(69.2)
(13.5]
31
47
09
14.9
[50.0]
(03]
[82.2)
(25.4)
s
45
24
0.4
1770
(12.4)
(7.4)
(66.8)
(21.7]
(27.5]
14
[21.4)
472.8
[26.6]
[11.4]
[77.2]
(23]
157
35
28.7
106

ASSETS

S millions
85,3770
59,360.0
51,261.0
13,856.0
54,146.0
T4,704.0
125,592.0
B14,949.0
271,039.8
B60,165.0
78,011.0
523,194.0
112,180.0
22,373.0
40,140.0
108,610.0
17.464.0
158,893.0
12,883.8
21,396.0
114,904.0
32,872.0
11.277.0
56,877.0
17.317.7
32,906.0
55,966.0
148,067.0
250,441.0
64,961.0
100,245.0
357,033.0
48,365.0
147,288.7
5412.6
36.,851.0
57,9814
120,480.0
7.831.9
11,239.8
61,538.0
19,851.0
66,088.0
31,0239
39,964.0
25,614.0
89,772.0

Rank
73
187
192
304
113
g2
53

23

a9
12
68
225
148
70
267
4B
310
248
BB
175

109
269
174
100

124

437
157
108

63
383
330
108
2HE

89
182
150

80

STOCKHOLDERS'

EQUITY

$millions
40,088.0
13,723.0
12,287.0
4,709.0
19,369.0
13,137.0
20,366.0
76,050.0
154235
86,893.0
(1,694.0]
35,583.1
47,289.0
9,608.0
B,659.0
20,573.0
13.473.3
20,501.0
4,510.8
12,258.0
25,837.0
10,876.0
581.4
18,887.0
7.852.0
10.298.0
24,335.0
40,139.0
20,226.0
59,194.0
23,221.0
47,514.0
13,661.0
28,839.7
1,925.0
(12,688.0
5,520.0
57,358.0
2,169.9
4,691.3
25,161.0
4,323.0
4,636.0
(2.201.3)
9,998.0
5,258.0
34,974.0

Rank

L]

174

456

184
153

113

382
500
ele

24
361
261
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MARKET
VALUE
331417

$millions
174.453.6
37,604.4
33,586.2
15,192.8
94,8908
54,402.4

79,948.5
91,3804
21,282.3

183,556.1
22,0279
22,224.9
29,7544
71,1925
51,0532
92,204.0
33,309.0
56,7910

4,472.6
88.787.5

114,338.2
75,6602

100,595.2

410,521.8
33,688.9
41,8314
59,948.5

2,535.1

175,349.4
34,648.3

110,528.1

3,569.4
5,898.2
65,6757
9,045.7

103,837.5

106,149.7
§9,451.2
41,577.2
61,6917

Rank
26

126

142

43
80

60

u7
207

201
200
156

BB
9B
46
143
87

52

36
BY
ql

181
118
73

425
25

a7
411
371
B9
g2
40
39
68
118
75

PROFITS AS % OF ...

Revenues
% Rank
9.8 150
47 278
11.0 124
31 338
ze 103
[0:2) 442
28 355
158 68
34 332
196 47
27 | 353
400 301
249 25
48 277
B.2 243
51 270
59 249
160 66
B9 221
116 112
38 319
94 158
05 423
444
14 399
16.8 61
134 88
121 105
28 3450
370 11
10:8 129
136 88
101 145
6.6 234
0.5  42s
281 17
57 255
137 84
0.7 420
19 379
64 240
24 360
232 30
190 50
102 143
9.0 1BB
[14.8) 430

&

Assets

%
41
31
8.5
8.9
8.9

(0.1
0.8
0.7
0.5
0.9
13
0.3
7.4
7.8
58
17

11.8
34

17.8

178
1.0
9.0
1.5

237
2.4
15.3
5.0
214
0.3
15.7
3.0
1.1
57
1.2
23
18.9
26
3.0
25
45
27
3.1
%0
15.1
8.3
8.6
{4.0)

Rank
236
275

95

BB

B
4389
4p4
4o8
H21
388
o
431
108
109
174
358

49
265

16

18
388

B2
364

323

27
180
328
429

25
284
384
170
374
330

14
310
282
B
219
aa4
278

81

28
150

82
480

Stockholders

e
%

9.8
13.6
35.6
26.1
24.8
[0:5)

4.9

79

8.3

8.5

4.2
18.8
184
26.1

9.1
15.0
26.4
51.0
307

4.y
26.8
28.5
71.5

54
49.0
16.1

8.8

4.0
17.3
13.0

7.8
20.2

B.2

6.6

234
6.3
8.0

10.8
6.6

143

1284

251
418
{10.3)

onk

303
217

5B
104
111
H26
330
344
334
ar7

399
158
162
103
314
201
101

38

77
396

89

B9

21
ase2

a7
183
321
Hoo
176
231
343
145
370
366

117
368
318
2749
365
[k

11

109
4
447

EARNINGS PER SHARE

2016
§

141
718
578
3.81
B.20

[0.11)

2.92
16.28
0.92
2.07
4,53
6.85
4.87
2.63
5.65
346
2.16
122
9.52
0.18
9.94
8.16
4.86
15.94
3.49
10.28
6.89
142
1.81
4,48
4,81
2.81
5.51
3.80
1.05
1.99
363
5.44
285
1218
[2.91]

%
change
from
2015

(9.6)

[10.8)
2.8
48,8
2.8

[103.1)

0.7
34.2
(174

[B:3)
53.6
(64.8]
(7.5)
35
118
ag
168
{52.0)
48
[82.3)
{16.5)

3T
74

170.5
[5.5]
[2.5)

[63.5)

[26.7)
14
[16.5)

[25.1)
(7.8]
(76.4)
(38.2]
16.0
133
318
17.3

2008-2016
annual
growthrate
% Rank
(3.6) 291
Fra e
32 205
9.4 g4
[8:5] 320
{1.9) =280
16.6 34
12.5 <1l
[5.0] 302
74 22K
BB 145
16.1 36
128 57
6.3} 210
76 124
[(219) 334
49 | “177
0.6 247
Sidy | SThE
[1.0]) 289
10 -132
510 171
3.0 208
106 B1
1.0 241
BB 137
X7y 275
10.8 78

TOTALRETURNTO INVESTORS

2018
%

151
(8:8)
[1.4)
46.9
149
42.0
36.0
34
54.5
6.8
18,9
p7.2
21.8

86
73

(17.8)
326
28.2
5.1

[27.8)

216
SEA
4g.2

9.8
109
23,6

45

20.0
8.6
39.1
24.4
276
128
0.5
B.S
97
6.1
12.7
25.2
10.0

83

92
32

308
218

176

455

177

36

57

278
266
166
328

188
293

BE
162
131
248
367
308
280
314
249
148
274

2006-2016
annual

rate

Rank

7.0 236
118 98
b 339
126 88
72 230
[3:2)] 37d
31 32
16.1 41
9.3 180
353 47
5B L RES
=38 300
37 304
186 16
16.7 33
(14) 380
113 108
4.2 292
164 a7
11.5 101
5 155
113 103
3.0 313
4.9 277
8.0 204
10.5 128
8.4 190
1.0 238
14 335
141 _8-'4
8.5 188
173 31
2.7 316

FORTUNE 500

Industry

table
number

ug
26
3
sf
16
13
38
9
35
9
50
35
11
23
3
38
21
14
5
Y
B4
2
21
49
23
70
13
59
35
39
38
g
19
38
17
61
13
22
67
67
22
25
49
24

43

RANK
2016
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127

116-163 / 500

RANK
2016 2015
116
Ed «
118 [5E]
B w
120 kY
121 B8
104
% 130
129 BE2
| 125 kit
126 BES
127 Bhi
B 130
129 BE:
130 [FER
121 BEG
132 BU
123 Bty
B 10
135 [k

136 By
bkl 134

EEY 142
EER 128
BT 152
101 S
142 BEE
143 EL
144 BEE]
E 162
148 EET
N 107 BL
145 BEE
148 BED
150 BUS
151 Bi
152 BELH
153 B
154 BLY
R 155 Blat
‘% 201
157 BG0
158 BE)

159 I
160 fiks
161 L3
182 Bl
183 BL

DEFINITIONS, EXPLANATIONS, AND FOOTNOTES ARE ON PAGE F-32.

—

RAYTHEON Walthom, Mass.

TESORD San Antonio, Texos

ARROW ELECTRONICS Centennial, Colo.
QUALCOMM Son Diego, Calif. #
PROGRESSIVE Mayfield Village. Ohia
DUKEENERBY Charlotte. N.C.

ENTERPRISE PRODUCTS PARTMERS Houston, Texos"®
AMBEN Thousond Oaks, Calif.

USFODDS HOLDING Rosemont, 1.9
U.S.BANCORP Minneapolis, Minn.

AFLAC Columbus, Ga.

SEARS HOLDINGS Hoffmaon Estates, Il
DOLLAR GENERAL Goodlettsville, Tenn.
AUTOMATION Fort Louderdole, Flo.
COMMUNITY HEALTH SYSTEMS Frankiin, Tenn.
STARBUCKS Seattle, Wosh. *

ELILILLY Indienopolis, Ind.
INTERNATIDNALPAPER Memphis, Tenn.
TENET REALTHCARE Doilos, Texos

ABBOTT LABORATORIES Abbott Park, I 20
DOLLARTREE Chesopenke, Vo'

WHIRLPROL Bentan Harbor, Mich.
SOUTHWESTAIRLINES Dollos, Texos
EMERSON ELECTRIC St. Louis, Mo.?
STAPLES Frominghom, Maoss.*

PLAINS GP HOLDINGS Houston, Texas®
PENSKE AUTOMOTIVE BROUP Bloomfield Hills, Mich.
UNION PACIFIC Omaoho. Neb.

DANAKER Washington, D.C.

SOUTHERN Atlonto, Go.

MANPOWERGROUP Milwaukee, Wis.
BRISTOL-MYERS SOUIBE New York. N.Y.
ALTRIAGROUP Richmond, Vo

FLUDR (rving. Texas

KOHL'S Menomonee Falls, Wis. !

LEAR ‘Southfield, Mich.

JABILCIRCUIT St. Petersburg, Flo.®
HARTFORD FINANCIAL SERVICES BROUP Hartford, Conn.
THERMO FISHER SCIENTIFIC Walthom, Maoss.
KIMBERLY-CLARK Irving. Texas

MOLINA REALTHCARE Long Beach, Calif.
PGSECORP. San Francisco, Calif.
SUPERVALU Eden Prairie, Minn. *

CUMMINS Columbus, ind.

CENTURYLINK Monroe, Lo.

AECOM  Los Angeles, Colif 2

XEROX Norwalk, Conn.

MARRIOTT INTERMATIONAL Bethesdo, Md, *

REVENUES

%

change

from

$millions 2015

24,068.0 35
24,005.0° (14.7)

23,825.3 2.3

23,554.0 (6.8)
23.441.4 124
23,369.0'°  (1.0)
23,0023  [(14.8)

22,991.0 6.1
22,918.8 [0.9)
22.744.0 5.8
22,559,0 8.1
22,1380  (12.0)
21,986.6 7.9
21,609.0 36

21,3740'  [5.8)
21,315.9 11.2

21,2221 53
21,079.0 (5.8)
21,070.0 4.8
20,853.0 08

207182 337
20,718.0 (0.8
20,425.0 a1
20,268.0"  [9.1]
20,2701  {4.0)
20,1820  [128)
20,143.3" 4.0
19,341.0 (8:5)
1991221  (4.8)
19,8960 138
19,654.1 17
19,427.0 173
18,337.0° 26

19,036.5 51
18,686.0 @7
18,5576 18
18,353.1 25
18,300.0 [0.4]
18.274.1 %7
18,202.0 21
177820 254
17,666.0 49

17.529.0 (18]
175000  (84)
17,470.0 [2.4)
17,410.8 32
1712601 [82)
170720 178

SEARS HOLDINGS The owner of Sears and Kmart epitomizes
the department-store decline: Since 2012, sales are down 47%,
and thechainshave closed a third of their stores. —Maott Heimer

PROFITS

$millions
2,211.0
734.0
522.8
5,705.0
1,031.0
2.152.0
25131
7722.0
209.8
5,888.0
2,659.0
[2.221.0)
12511
430.5
[1.721.0)
2.817.7
27378
9040
(182.0)
1,400.0
896.2
888.0
22000
1,635.0
(1,487.0)
94,0
342.9
42330
25537
2448.0
4437
44570
14,239.0
2814
5560
9751
2501
896.0
2,021.8
2,166.0
52.0
13330
1780
1,394.0
§26.0
96.1
[477.0)
780.0

Rank
105
236
292
4a
181
108
a7
29
384
41
85
480
165
318
488

82
209
452
152
211
214

104

137
487
418
34y
57
B6
s
313
53

362
285
198
367
212
115
107
43

396
153
263
418
469
231

change
2015

66

(52.3)
5.0
82

{18.7)

(236

{0.3)
113
25.2

D2

5.0

74
27)
(1.189.2]

22

137
{3.:8)

(68.3)

2174

134

289
[39.7]
{4s4.8]

(20.3]
5.2

[(11.3]

[23.9]
34
5.8

184.8

1717

[31.8]

(17.4)

30.8

(10.5)

(46.7]
23

1138

(63.5)

59.41

(73]
04)

(28.7)

(200.6]
(9.2

ASSETS

$millions
30,052.0
20,398.0
14,206.4
52.358.0
33,4275
132,761.0
52,194.0
77.626.0
8,944.5
445,964.0
129,819.0
9.,362.0
11.,672.3
10,080.0
21,844.0
14,329.5
38,805.9
33,345.0
24,701.0
52,666.0
15,7016
18,153.0
23,286.0
21,743.0
8,271.0
26,103.0
8.861.1
55,718.0
45,295.3
109,697.0
T.574.2
33,707.0
45,932.0
9,216.4
13,574.0
9,800.6
10,322.7
223,432.0
45,907.5
14,602.0
7.448.0
68,598.0
4,370.0
15,011.0
47,017.0
13,7267
18,145.0
24,140.0

Rank
186
241
303
116
169

55
117

90
365

14

56
357
325
342
226
ann
152
170
208
115
284

216
228
380
189
366
311

69
384

133
360
ao7
345

a2
134
296
395
98

295
129
305
262
211

STOCKHOLDERS®

EQUITY

$millions
10,066.0
5,465.0
4m3ay
31,778.0
7.957.1
41,033.0
22,047.0
29,875.0
2.537.7
47,298.0
20,u82.0
[3,824.0]
5.406.3
2.310.3
1.615.0
5,884.0
14,007.7
4,341.0
417.0
20,538.0
5,388.5
4,773.0
8.441.0
7.568.0
3,688.0
1,737.0
1,750.9
19,832.0
23,002.8
24,758.0
2,361.8
16,177.0
12,770.0
3125.2
5177.0
3,057.2
2,438.2
16,903.0
21,539.3
(102.0)
1,649.0
17.840.0
[441.0]
6,875.0
13,389.0
3.366.9
4,803.0
5,357.0

494

356
402
224
108
282
4g2

73
240
258

189
303
393
392
80
64
58
355
98
123
323
24y

352
82
69

478

399
87

483

201

116

313

257



MARKET
VALUE
3/31/17

$millions
4u,664.2
9,514.8
6,546.3
84,6935
227597
573974
58,502.2
120,829.8
§,206.5
87,2010
29,053.3
1,231.2
19,1824
4,267.9
1,009.8
85,092.1
92,803.1
20,8835
17770
76,740.4
18,539.9
12.762.3
33,0761
38,613.6
5,722.7
91273
4,001.1
85,910.8
59,359.3
49,334.5
5,338.0
89,591.1
138,513.4
7,352.9
68615
9,726.3
5,270.1
17,795.0
59,964.1
46,8275
2,600.5
33,6964
1,033.2
25,3973
12,882.8
55277
74617
36,129.8

Rank
112
3171
362
57
158
86
B2
35
368
54
161
454
221
401
457
58
45

443

63
228
(LR
144

376
318
404
55
80
98
asy
51
33
349
358

387
235

78
104
Hz24
140
458
182
2b8
378
346
132

PROFITS AS % OF ..,
Revenues Assets
% Rank % Rank
892 1B4 74 124
31 340 3B 259
22 387 37 256
242 23 108 53
44 287 31 2719
92 183 1§ 361
108 127 48 P10
336 13 99 &Y
D8 418 2.3 329
259 19 13 372
118 108 20 343

[10.0) 488 [237] 498
57 #5810 58
20 377 43 229
[81) 485  [78] 488
132 80 187 17
129 95 71 133
43 283 27 3ot
[0.9] 447  [D.8) 450
B7 225 27 307
43 g1 57 189
43 284 48 216
110 125 96 69
81 189 75 120
(74) 481 [18.1) 498
05 427 04 ups
17 387 38 250
212 39 76 117
128 97 58 173
108 102 2@ 4By
23 386 59 1B5
peg 33 132 40
736 CheE i8NG ol
AT DO -
30 345 41 P38
£3 9286 98 65
14 4m 25 321
48  27s 04 423
111 122 44 295
119 108 148 29
0.3 431 07 409
79 193 2.0 344
10 wuisk %331 2as
80 180 93 76
36 329 13 389
06 4p2 07 407
{2.8] 458 = (28] 468
48 283 319 lo7a

Stnckhuldgrs‘
equity

% Rank
22.0 125
134 220
11.8 258
18.0 170
330 233
5.2 386
114 269
£5.8 105
8.3° 333
124 247
13.0 230
231 121
186 160
[106.8] 474
479 39
19,5 149
208 141
[4B.0) UEE
6.8 381
16.6 180
18.6 161
26,6 100
21.6 131
[40.6) 484
54 380
1986 148
212 135
111 272
9.9 293
18.8 1539
276 95
111.5 12
9.0 B1F
107 281
319 71
104 288
53 384
84 310
3.2 406
7.8 348
20.3 144
47 384
29 408
{9.) 446
146 206

EARNINGS PER SHARE

2016
$

7.44
B.12
5.68
3.81
176
a1l
1.20

10.24
1.03
324
8.42

[20.78)
443
415

{15.54)
1.90
2.58
218

{1.93)
0.94
a78

11.50
355
252

(2.31)
0.94
3.99
5.07
385
2.55
6.27
2.65
7.28
2.00
311

13.33
132
2.27
5.09
5.99
0.82
278
0.86
8.23
116
0.82

(0.48)
264

%
change
from
2015

a4
[50.5)
9.2
183
[18.1]
[23.2]
[4.8]
13.0
25
a7
122
87
[1,234.3)
q.4
14.2
[2.2)
(67.8]
200.0
17.0
8.6
[36.8]
[491.5]
(33.4]
ag
(27
(23.0]
(1.5]
161
1849
172.7
(28.8)
(10.1)
39.0
(9.0
[42.7)
3.5
116.2
[64.3]
55.3

(9.8]

5.0
{26.6]
(216.7]
(16.2)

2006-2016
annual
growthrate
%  Rank
10.1 89
0.7 246
B0 =53
10.2 BB
(18] 277
41} 295
152 43
28 | g2y
A i
118 71
183 29
SRS
0.0 258
7] 276
199 21
74 | X272
183 24
12| 238
117 B4
131 51
77 123
24, 237
33 201
12.6 58
28} 218
31| 206
(0.8) 285
5.5 1B3
{12.6) 332
187 22
63 149
[1B] 274
01 258
[7.6) 314
88 105
[9:3) 325
6.6 143

TOTALRETURN TOINVESTORS

2016
%

16.4
(14.9)
316
351
148
134
128
(7.5)

235
18.0
[54.8)
43
[18:5)
[74.4]
[6.1)
{10.2)
44
51.0]
[12.2]
(0.1
26.6
16.7
20,8
07
518
258
359
93
9.9
77
{13.0)
204
131
8.4
8.9
32
117
(0.1
(7.8]
(9.8)
18.0
(31.1)
606
23
211
(15.3)
253

Rank
el
433
13

BB

238
245
250
403

167
186
464
332

L

456
3gy
416

u7
453
426
372
137

183

Heg

4oy

207
458

2h
350

435
146

2006-2016
annual
rate
%  Rank
13.3 72
118 a7
8.5 185
78 214
8. 209
8.1 1499
9.1 167
B.5 250
6.9 : 243
(227) 4oz
8.6 181
[15.4] 496
132 15
7.8 212
8.2 198
(6.1) 382
8.0 205
22.6 11
10.8 120
13.0 78
5.5 272
[79) 391
8.9 143
18,5 24
11.2 11
79 208
34 3a7
127 85
19.5 17
3.7 302
[15] 382
1.5 332
8] 374
124 B3
9.6 154
96 153
B.:5 247
(167) 397
18.8 22
0.5 343
(48) 373
7.6 216

FORTUNE 500

Industry
table
number

2
ug
87
56
38
54
50
49
68
g
3B
25
5H
5
27
24
ug
47
27
41
58
18
3
16
58
50
5
52
54
B4
1]
4g
81
18
25
4
36
a8
54
ap
265
&4
21
33
59
18
10
31
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173

164-211 / 500

RANK
2018 2015

164 L
165 B
1668 [RUal
167 B

168 BEL]
sl 170
(o B8

171 gt

o 173
m
eLl 186
fITY 163

181 gl
pt:ry 174

187 B

198 [T
189 [
208

% 221
202 [
| 203 BEG
%_ma
205 &
206 [E3E
207 [l

208 50
208 IS

210 [
211 23

DEFINITIONS, EXPLANATIONS, AND-FODTNOTES ARE ON PAGE F=32

PACCAR Bellevue, Wash.

BENERAL MILLS Minneopolis, Minn. *®

PNC FINANCIAL SERVICES GROUP Pittsburgh, Po.
AMERICAN ELECTRIC POWER Columbus, Ohio
ICAHN ENTERPRISES New York, N.Y,®

NUCOR Charlotte, N.C.

NEXTERA ENERBY Juno Beoch, Fla.
PERFORMANCE FODD GROUP Richmond, Vo. "
PBFENERGY Porsippany, N.J.

HALLIBURTON Houstan, Texas

CARMAX Richmond, Va. ¥
FREEPORT-MCMORAN Phoenix, Ariz.

WHOLE FOODS MARKET Austin, Texos®
BlNKI_]F NEW YORK MELLON CORP. New Yark, N.Y.
GAP  Son Froncisco, Colif.

OMNICOM GROUP New York, N.Y.
GEMUINEPARTS Atlanto, Go.

DAVITA Denver, Colo. *

COLGATE-PALMDLIVE New York, N.Y.

PPG INDUSTRIES Pittsburgh. Pa.
GOODYEARTIRE G RUBBER Akron, Dhio
SYNCHRONY FINANCIAL Stamford, Conn
DISH NETWORK Englewood, Cola.

ViSA Foster City, Calif.?

NORDSTROM Seattle, Wosh. *

INTLFCSTONE New York, N.Y, %4

WESTROCK Richmand, Va. *

XPO LOGISTICS Greenwich, Conn.

ARAMARK Philodelphio, Po.?

CBS New York, N.Y.

AES Arlington, Vo.

WELLCARE HEALTH PLANS Tompo. Flo
FIRSTENERBY Akron, Ohio

CONAGRA BRANDS Chicage, 11224

SYNNEX Fremont; Calif. =

COW Lincainshire. l11.

TEXTRON Providence, R.I.

WASTE MANABEMENT Houstan, Texos
ILLINDIS TOOLWORKS Glenview, (1l.
OFFICEDEPOT Bocao Raton, Flo

MONSANTD St Louis, Mi_:l,_"
COGNIZANTTECHNODLDGY SOLUTIONS  Teaneck, N.J.
TEXAS INSTRUMENTS Dafias, Texas 8s
LINCOLN NATIONAL Rodrior, Po.

NEWELL BRANDS Hoboken, N.J.
LANDO'LAKES Arden Hills, Minm. ©

MARSHE MCLENNAN New York, NLY.

ECOLAB St. Poul, Minn.

REVENUES

Smillions
17,0333
16,563.1
16,423.0
16,380.1
1B,348.0¢
16,208.1
16,155.0
16,104.8
15,920.4¢
15,887.0
15,8326
15,789.0"
15,724.0
15,683.0
15,516.0
15,416.9
15,339.7
15,196.5
15,195.0
15,178.00
15,158.0
15,122.0
15,0848
15,082.0
14,757.0
14,754.9
14,705.5%
14,8194
14,415.8
14,386.0%
14,287.00
14,2371
14,156.0°
14,133.5%
14,081.8
13,9818
13,788.0
13,608.0
13,598.0
13,585.0
13,502.0
13,487.0
13,370.0
13,3300
13,264.0
13,2334
13,211.0
13,152.8

change
from
2015

(10.9)
(6.1]
03
(3.1]
7.0
(1.4]
(78]
55
213
[32.8)
54
(0.8)
2.2
1.0
[1.8]
19
0.4
6.9
(5.2]
(1.0
(78]
110
0.2
8.7
2.2
(57.5)
29.2
91.8
0.6
38
{4.5)
25
(3.1]
{10.8)
54
76
2.7
5.0
1.4
(6.2)
(10.0]
85
28
[1.8)
1221
0.6
25
[(2.8]

HALLIBURTON Atough 2016 gotworse for the oilfield services
provider when it had to pay rival Baker Hughes $3.5 billion after
calling off a $35 billion mergerin May. —L.E.

PROFITS

§millions
5217
1,6974
3,903.0
5109
(1,128.0]
796.3
2,912.0
86.3
170.8
(5,763.0)
234
{4,154.0]
507.0
3,547.0
876.0
1,148.8
587.2
879.9
2,441.0
877.0
1,264.0
2,251.0
1,449.9
5,991.0
354.0
547
(396.3)
89.0
287.8
1,261.0
(1.130.0]
2421
_[B,l??_u_]
(677.0]
2349
42u4
962.0
11820
2,035.0
520.0
1,336.0
1,553.0
3,595.0
11820
527.8
2449
1,768.0
1,229.6

Rank

293

131
g2
269
4gH
229
78
425
397
438
264
496
2g7
69
253
178
250
217
93
218
163
103
146
38
336
42g
4gH|
dz4
358
164
485
372
449
479
376
320
189
173
113
290
156
141
B8

291
370
128
169

%
change
from
2015

(67.5)
39.0
(4.9)

(70.2)

1226
5.8
209
167
4y
{5.4)
123
{26.5)
5.0
(2.8]
2282
76.4
(378)
3117
17
94.1
(5.3)
(41.0]
[1.8]
{178.2)
22.0
{10.8)
(469.3)
104.1
(1.168.7)
12.7
53
38.0
57.0
7.2
B.5125
(42.3)
{4.3)
204
33
50.8
{20.4)
10.6
227

ASSETS

$millions
20,638.9
21,712.3
366,380.0
B3,467.7
33,335.0
15,2235
89,983.0
3,455.4
76219
27,000.0
14,481.6
37,317.0
B,341.0
333,469.0
7,610.0
23,1654
8,859.4
18,741.3
12,123.0
15,769.0
16,511.0
80,207.0
28,091.8
64,035.0
7,858.0
5951.3
23,038.2
11,698.4
10,5821
24,238.0
36,119.0
B,152.8
43,148.0
13,390.8
5,223.3
5,348.4
15.358.0
20,859.0
15,201.0
5,540.0
18,736.0
14,262.0
16,431.0
261,627.0
33,837.5
8,305.0
18,180.0
18,3302

Rank

171

218

403

292
433
248
301
275

24
185
378
261
260

STOCKHOLDERS'
EQUITY

$millians
6.777.6
4,930.2
45,699.0
17.337.0
2,154.0
7.873.9
24,341.0
802.8
2,025.0
9,409.0
2.904.8
6,051.0
3,224.0
38,811.0
2,904.0
2,162.0
83,1937,
4,648.0
(243.0]
4,826.0
4,507.0
14,196.0
44,6371
32,9120
870.0
433.8
9,728.8
2,700.0
2.161.0
3.669.0
2,794.0
2,000.1
5,241.0
3,713.6
1,875.8
1,045.5
5.574.0
5,287.0
4,254,0
1,852.0
4,534.0
10,728.0
10,473.0
14,478.0
11,348.8
1,904.1
6.192.0
6,901.1

Rank
203
252

3L

S0
364
183

59
442
371
187

223
318

37
332
362
320

480
255
277
107
266

43

4el
161
341
383
302
335
375
218
301
378
427
235
242
288
388
272
147
152

185

138

385

219

200



MARKET
VALUE
3/31/17

$millions
23,604.3
33.997.8
58,455.4
33,008.6
7.988.9
19.050.5
60,098.8
2,464.3
2,431.3
42,661.8
11,0810
19,310.3
9,467.7
48,913.1
9,712.2
20,218.9
13,7117
13,227.0
64,714.6
26,969.7
9,069.5
27.810.0
29,547.3
206,242.4
7,770.3
707.6
13,0285
5,337.7
9,081.3
28,4054
73711
5,211.5
14,1184
17.556.5
4,489.1
9,197.1
12,8514
32,216.0
45,790.7
2,4D1.6
49,544.4
36,226.1
80,531.0
14,760.3
22,7674

38,078.0
36,355.8

Rank
192
137
83
145
339
224

321
166
158

18
341
454
268
384
320
163
347
387
252
a7
395

270
148
108
43z

97
130

58
24H
194

125
128

PROFITS AS % OF ...

Revenues
% Rank
31 339
02 142
238 27
37 313
[6:9) 478
49 274
180 S5
04 428
11 414
[86.3) 496
3.9 306
[26.3) 492
32 335
226 3B
44 290
75 205
45 285
58 252
181 DPES
58 253
8.3 183
148 73
86 154
38,7, 7
24 3Bl
0.4 430
[27] usB
0.5 424
20 378
88 173
(7.9] 484
17 388
[43.6]) 498
[4.8) 47e
17 391
3n 341
70 218
87 175
150 72
39 308
9.9 143
115 1156
263 1B
89 168
40 303
1.9 3s4
134 83
59 (153

hssets

25
7.8
1.1
1.0
[3.4)
5.2
3p
2.0
2.2
[21.3]
4.3
(111
8.0
11
8.9
5.0
7.8
47
20,1
5.6
77
25
5.2
9.4
45
0.9
(17
0.6
27
52
[3.1]
39
[14.3]
{51
45
Bl
6.3
57
134
g5
6.8
10,9
& 2%
0.5
1.8
249
97
67

Rank
317
110
381
389
475
181
271
347
335
497
2ed
430
107
383

BY
204
114
214

37
179
116
320
186

75
220
394
4g2
412
300
193
472
245
484
483
g21
155
151
172

38

71
138

54

4a2
362
288

B7
139

Stockholders

%
77
344
8.5
35
{s52.4)
10.1
12.0
85
8.4
{61.2]
21.5
(68.6)
157
9.1
233
53.1
215
189
182
28.0
153
313
18.2
4p.7
126
(1]
28
133
342
{40.4]
121
(98.0)
[18.2]
11.9
40.6
17.3
223
47.8
286
295
145
343
8.2
47
129
28.6
17.8

equity

ank
347
Bl
326
404
468
294
253
328
33n
470
134
471
183
313
120
a5
132
154

168
93
188
74
167
48
2HY
436
411
222
BS
HB3

335
3895
237

88

}

EARNINGS PER SHARE

2016
$

1.48
277
7.30
124

(8.07)
248
8.25
0.70
174

(6.89]
3.03

(3.16]
155
315
1.69
478
459
429
272
3.28
474
271
3.05
2.02
290

(1.54)
0.53
1.16
2.81

[171)
5.43

{14.43)

[1.56]
5.88
2,58
3.53
2585
570
0.96
2.99
2.55
3.48
5.03
1.25
3.38
414

%
change
from
2015

[67.2]
40.8

(1.2)

[70.3)
123.4
81

5.5

110
47
16,2
[24.2]
8.4
[0.9]
243.2
78.3
(36.2)
3232
23
89.4
(35.9]
10
[152.6]
208
[2.8]
[488.8]
1024
[1,157.7]
122
8.
41.2
60.8
111
9,500.0
(37.8)
(3.8)
234
115
(31
134
247

2006-2016
annual
growthrate
% Rank
[8.4] 326
87 141
(18] 278
(6.9] 313
(8.0] 318
B8 135
158 38
B2 116
(2.2] 284
B =]nl
67 138
52 1687
121 B4
8:3 114
4.4 185
83 | 35l
(2.3] 285
216 15
(1.2) @271
27 el
47 183
13.8 48
43 189
24 220
6.6 142
(5.8) 306
g1 97
20.7 18
23 223
{0.2] 260
(11 270
B.7 138
12 | 73

TOTALRETURN TOINVESTORS

2016
%

411
10.3
257
118
8.7
52.3
184
37
(20.7]
B16
193
9u.8
[6:5)
171
(5.8)
155
143

79

04
[2.7)
[4.5)
203
13
14
{0.8)
184
285
584
12.0
36,6
264
753
2.0
257
35.8
252
158
363
351
(18.9]
g2
(66
367
3439
30

214
38

Rank
b2
2ie
142
258
290
38
201
337
445
26
193
13

216
382
229
243
405
368
383

187
380
389
378
202
127
29
255
7
138
18
352
140
86
149
225
80
89
443
286
386
78

345

181
336

2006-2018
annual

rate

%  Renk
720 P31
112 108
7.3 228
8.6 182
0.7 341
4.4 289
118 a3
71 235
8.2 165
48] 375
40 297
3.8 30
37 303
73 227
10,8 122
8.5 187
B0 NI4T
142 60
4.2 293
7.6 217
2.7 317
3 310
273 32
239 10
9.8 145
[52) 380
71 233
{20) 385
10.3 135
18.8 20
1.1 338
10.5 127
13.0 B8O
[s.1] 4o
B.8 i7e
113 107
121 ge.
1.7 330
6.9 240
11.2 110
113 102

FORTUNE 500

Industry
table
number

13
22
8
B4
14
42
B4
B8
48
46
5
H3
21
3}
57
1
66
27
32
B
HY
14
59
20
25
14
q7

B2
15
19
B4
26
BY
28
B7
34
2
B5
33
58
34
55
38
29
2e
14
B

RANK
2016
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THE LISTS

LARGEST U.5. CORPORATIONS

228

212-259 /500

RANK
2016 2015

212 gl
213 Rl
214 EEY

L1l 305
255 el
256 gy
Ll 239

258 [EL
258 [

DEFINITIONS, EXPLANATIONS, AND FOOTNOTES ARE ON PAGE F-32.

C.H. ROBINSON WORLOWIDE Eden Proirie, Minn
LOEWS New York, N.Y.

CBREGROUP LosAngeles, Calif

KINDER MORGAN Houston, Texos

KELLDGE Bottle Creek, Mich.

WESTERN DIGITAL Irvine, Calif, %28

GUARDIAN LIFEINS.CD.OF AMERICA New York, N.Y.
ROSS STORES Dublin, Calif. *

LBRANDS Columbus; Ohio*

J.L.PENNEY Piono. Texos®

FARMERS INSURANCE EXCHANBE Woodland Hills, Calif
REYNOLDS AMERICAN Winstan-Salam, N.C.
VIACOM New York, N.Y. 2

BECTON DICKINSON Frankiin Lokes, NoJ.?
MICRON TECHNOLDBY Boise, Idoha®

: PRINCIPAL FINANCIAL Des Moines, lown

ARCONIE New York, N.Y. #

NRG ENERBY Princeton, N.J.

VF Gresnsbaro. N.C.

DEVON ENERGY Okiohoma City, Oklo.

0:R. HORTON Fort Worth, Texos®

BEO BATH & BEYOND Union; N.J.°
CONSOLIDATED EDISON New Yark, N.Y.
EDISON INTERNATIONAL Rosemeod, Colif.

| SHERWIN-WILLIAMS  Cleveland, Ohio

NGLENERGY PARTNERS Tulso, Dklo.7*

| DOMINION ENERBY Richmand, Va. 5

AMERIPRISE FINANCIAL Minneapolis, Minn.
AUTOMATIC DATA PROCESSING Rosefond, N.J.*
HILTON WORLOWIDE HOLDINGS McLean, Ve,

FIRST DATA Atinnto. Go.

HENRY SCHEIN Melville, N.Y.

TOYS "R"US Wayne N.J. b

BB&TCORP. Winston-Solem; N.C.

REINSURANCE GROUP OF AMERICA Chesterfield, Mo.
CORE-MARK HOLDING South Son Francisco, Colif,
BIOGEN Combridge. Moss.

LAS VEGAS SANDS Los Vegas, Nev,

| STANLEYBLACK & DECKER New Britain, Conn,

PARKER-HANNIFIN Cleveland, Ohio®

STRYKER Kolomozoo, Mich.

ESTEELAUDER New York, N.Y.*

CELBGENE Surnmit, N.J. € °*
BLACKROCK new York, N.Y.

XCELEMEREY Minneapalis, Minn.

L5X Jacksonville, Flo.

UNUM GROUP Chaottonooga, Tenn.

JACOBS ENGINEERING GROUP  Dollos, Texos?

REVENUES

Smillions
13,1444
13,105.0
13,0716
13,058.0
13,014.0
12,894.0
12,818.4
12,866.8
12,574.0
12,547.0
12,513.1
12,508.0°
12,488.0
12,483.0
12,399.0
12,3941
12,394.0
12,351.0
12,206.8%
12,1870
12,1574
12,103.8
12,075.0
11,869.0
11,855.6
11,7421
11,7370
11,735.0
11,667.8
11,663.0
11,584.0
11,5717
11,540.0
11,538.0
11,5215
11,507.4°
11,448.8
11,410.0
11,406.9
11,360.8
11,325.0
11,262.3
11,229.2
11,155.0
11,1069
11,069.0
11,048.5
10.964.2

cthange
from
2015

[2.5)
(23]
204
(8.3]
(3.8]
[10.8]
23
78
35
(0.8]
(0.9]
171
(5.9]
214
[23.4)
38
[45.0)
(15.8)
(1.4
(7.2]
123
18
[3.8)
3.0
48
(30.1)
0.5
[3.8)
1.7
35
1.2
8.9
2:2)
115
106
29,8
B4
[2.4)
17
[10.8)
13.9
45
21.3
[2.2]
0.7
(6.3]
23
[9.:5)

ARCONIC Formedwhen Alcoa splitin twa last year, specialty metals
maker Arcanic in May settled a bruising battle with activist hedge
fund Elliott Management by offering three board seats. —L.E.

PROFITS

$millions
513.4
B54.0
572.0
708.0
634,0
2620
2638
1,1177
1.158:1
1.0
{147.9]
5,073.0
1,438,0
376.0
(276.0)
1,3165
(941.0]
[774.0)
1,074.1
(3.302.0)
886.3
BHLS
1,245.0
1,311.0
11327
(198.9)
2,123.0
1,314.0
1,492:5
348.0
4200
506.8
38,0
2,426.0
7014
54,2
3,702.8
1,670.0
965.3
B06.8
1,6847.0
11148
1,999.2
31720
1,1234
1,714.0
931.4
2105

Rank
295
255
277
243
247
373
3g4
182
177

44p

a7
147
185
459
157
4ge
4go
186
44
216
222
166
180
180
45y
111

=ihe

144
34
322
208
42

ay
246
430

BS
192
198
207
136
163
116

73
181
130

383

change
from
2015

0.7
1515
45
1788
13.0
(835)
(35.7]
9.5
(7.6)

88.7
(25.2)

4oy
(108.5)

5.7

(12.8)

18.1
[121]
44
285
75
(633.2)
118
(15.9)
28
[75:2)

5.8

16.4
397
5.2
44
[15.1]
5.2
[20.3]
14.5
24
248
(5:2]
14.1
[12.9]
74
{30.5)

ASSETS

$millions
3,687.8
78,534.0
10,7796
80,305.0
15111.0
32,862.0
70,338.8
5,309.4
8,170.0
9,314.0
16,057.2
51,095.0
22,508.0
25,586.0
27,540.0
228,014.3
20,038.0
30,355.0
9.739.3
25,813.0
11,558.9
5,498.9
48,255.0
51,319.0
6,752.5
5,560.2
71,610.0
139,821.0
43,670.0
26.211.0
40,292.0
67304
6,908.0
219,276.0
53,087.8
1,487.0
22,876.8
20,469.0
15,634.9
12,056.7
20,435.0

92233

28,0856
220,177.0
41,155.3
35414.0
B1,841.5
7.360.0

Rank
4Ry
91

BB
294
176

86
H41
382
358
279
123
224
204
185

31
245
184
351
201
326
410
125
120
407

H5
23
141
188
147
408
4oy
36
114

219

STOCKHOLDERS'

EQUITY

$millions
1,257.8
18,183.0
3,014.5
34,431.0
1,910.0
11,145.0
6,172.5
2.748.0
(729.0)
1,354.0
4,218.8
21,711.0
4,277.0
7.633.0
12,080.0
10,227.3
5,115.0
2,041.0
4,940.9
5.827.0
B6,792.5
2,558.5
14,298.0
11,986.0
1,878.4
1.656.4
14,605.0
6.292.0
4,481.8
5,893.0
1.220.0
2,793.1
{1,292.0]
29,881.0
7.093.1
529.8
12,1401
B,177.0
B.367.0
4,575.3
9,550.0
3,571.8
B,588.3
28,098.0
11,020.8
11,679.0
8.988.0
4,265.3

Rank
418

86
326

g
384
140
221
339
485
414

B8
288
188
131
154

370
251
225
202
348
108
133
386
397
104
214

4g8




MARKET
VALUE
3/31/17

$millions
10,858.3
15,746.7
11,753.1
48,533.3
25,417.2
23,7745
25,814.1
13,425.8

1,901.1
89,852.4
18,503.3
39,040.6
31,872.3
18,142.7
11,6037

59107
20,7863
21,8863
12,438.4

5,931.4
23,7076
25,9378
28,890.9

2,686.2
48,7319
19,853.0
45,963.1
19,276.1
14,2243
13,4611
36,140.7

8,169.2

1,444.6
59,0455
453133
20,279.7
21,3698
49,1146
31,0875
96,8024
62,224.9
22,546.1
43,126.1
10,748.6

6,692.8

Rank
291
243
283
102
161
190

178
282
441

49
230
123
149
233
286
370
185
203
276
369
181
175
162
421
101
215
106
218
250
281

PROFITS AS % OF ...

Revenues
%

39
5.0
4y
54
53
19
20
87
9.2
0.0

[1.2)
48,6
11.5

7.8

[2.2)
106

[7.8)

[6.3]

8.8
{27.1)
73
7.0
103
110
96

[1.7)
18.1
112
12.8

3.0
36
44
(0.3
210
6.1
05
323
146
8.5
71
145
24

178
284
101
155

84
18

Rank
307
272
283
261
264
383

a7s.

174
162
Ha37
44g

115
196
454
135
483
477
L7e
493
210
220
141
123
156
452

54
121

38
344
318
288

443

41
246
425

14

76
180
218

74
148

56

15
144

71

380

Assets

%
138
08
53
0.9
45
07
04
211
182
0.0
(0.9)
11.8
6.4
38
[1.0]
0.6
(4.7)
[2:5]
110
(127)
717
129
26
28
168
(36)
3.0
048
a4
13
10
75
(0.5)
11
13
36
162
8.2
6.2
67
8.1
121
€71
14
27
48
15
29

Rank

3
399
190
397
218
405
426!

10

34
437
452

g5
147
253
453
414
481
4B66

52
493
115

43

312

315

21
478
286
390
264
370
385
119
448
379
371
257

23

154
140
105

qy
129
365
288

208

363
295

Stockholders’
equity

% Rank
40.8 45
3.6 403
1960 153
21 4ih
36.3 53
2.2 413
4.3 1387
4q0.7 47

g1 4za
[as) u3s
280 9y
336 67
128 242
(23] 431
128 238
(184) 455
(37.9) 462
217 128
{55:7) 489
130 228
328 B9
87 322
108 275
603 28
[12.0] 448
145 207
208 139
333 6B
58 372
3 B2
181 169

81 337

89 297
102 251
3050 78
270 88
152 200
176 173
17:2: -178
312 7§
30,3 80
108 276
10:2° 293
4.7 204
104 230

4.9 391

EARNINGS PER SHARE

3,59
193
159
025
1396
1.00
2.83
3.98
0.00
425
3.61
449

[0.27)
4.50

(231)

[2.22)
2.54

(6.52)
2.36
510
412
3.97

11.39

(2.35)
344
7.81
325
105
0.46
519
277

1079
117

16.93
210
6.51
5.89
435
2.96
2.49

18,04
2.21
1.81
3.95
173

%
ange
from
2015

2.3
168.1
37
150.0
14,0

(83.8)
127

[5.7]

654

(23.7)
34.0

[110.9)
10.8

[10.9)

163
08
17

281
74
75

(7.9
6.6
[75.4)

B8

8.2
44,8
59
104
(15.0)
124
[15.5]
15.1
5.0
284
[3.8)
139
[9.5]
128
[27.9)

2006-2016
annual
growthrate
% Rank
B9 101
(64) 311
2.3 PR
(24) 287
[55] 304
20,8 17
8.0 24
[62.1) 338
15.3 42
60 | =172
44 187
pbls ey
B0 =S
[4:8] 299
10.3 BS
34 200
i 239
111 76
58 157
119 BB
b at: RO
13.0 52
[01) 258
9.6 a2
39.0 5
54 185
6.5 148
4.7 182
87 107
18.1 30
39.4 Ul
17.3 32
50 173
68 136
124 B0
0.6 2449

TOTALRETURN TOINVESTORS

Rank
181
173
412

o6
325

208

171
454

155

143
423
285

31
101

a1l

425

ol
430
434
198
153

aal

10
211
304
183
126

38

129

41
316
41
124

2006-2016
annual
rate
%  Rank
82 197
18 328
[05] 352
70 237
1380 e8|
25.9 B
156 45
(1s.0) 389
193 18
(01 347
110 116
46 284
23 322
(71] 389
128  1'83
(28] 368
18 388
07 342
93 159
78 211
174 29
105 129
97 143
13.2 7H
120 95
42 295
185 23
19220 111,20,
(27 389
113 105
126 87
34 157
155 48
149 52
122 90
103 136
14.4 57
98 144
34 308

FORTUNE 500

Industry

table
number

B2
38
53
50
22
10
35
o7
57
25
a7
B1
19
41
S8
36
2
17
4
43
30
58
84
B4
8
17
B4
14
15
31
20
B9
58
9
36
B8
49
31
29
33
41
32
49
55
B4
s2
36
18
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THE LISTS

LARGEST U.5. CORPORATIONS

260

260-3086 / 500

RANK
2016 2015

260 [E0N
257
252 [
E 247
264 [0
265 [EES
266 it
287 [0
268 [ENE]
269 [

| 270 [EEN!
E2N 254

272 4L

273 B3
214
262
| 276 [
o1 B2
225
278 et
201 [
B s
283 [0
270
205 V2]
286 [BE)
287 [PEY

LY 291
LR 277

200 kRS
281 [E5
FITY 293
B3 su
| 20y [E5E
| 205 [kl
PTTY 259
EZ s09
208 [BK!
209 [OHd
m 5
28 s
| 202 JEE
303 [EH
ETTl 369
305 [EXE

306 Ui
306 gtk
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LENNAR Miami, Flo. =

GROUPTAUTOMOTIVE Houston, Texos

LEUCADIA NATIONAL New York, N.Y.

ENTEREY New Orleans, Lo

PAYPAL Hﬂ_llllNSS San Jose, Colif.
APPLIEDMATERIALS Santa Clara, Colif. ™
VOYAFINANCIAL New York, N.Y.

MASTERCARD Purchose, N.Y.

PRICELINE GROUP Norwaolk, Conn.

LIBERTY INTERALTIVE Englewood, Colo.®®
AUTDZONE Memphis, Tenn, ®

STATESTREET CORP. Boston, Moss.

DTEENEREY Detroit. Mich.

L3 TECHNOLOGIES New York, N.Y. =2
HOLLYFRONTIER Dallos, Texas

PRAXAIR Danbury, Conn,

UNIVERSAL HEALTH SERVICES  King of Prussiao. Pa,
DISCOVER FINANCIAL SERVICES Riverwoods, Iil.
OCCIDENTALPETROLEUM Houston, Texas
UNITED STATES STEEL Pittshurgh, Po.

SEMPRA ENERBY Son Diego, Calif.

BAXTER INTERNATIONAL Deerfield, Iil.
W.W.GRAINGER Loke Forest, lil.

AUTOLIY Auburn Hills, Mich. *

NORFOLK SOUTHERN Norfolk, Vo.

BAKER HUGHES Houston, Texos

ALLY FINANCIAL Detroit, Mich.
SQNIII:MITIIMHTWE Chaorlotte, N.G.
OWENSEMINOR Mechonicsville, Vao.
HUNTSMAN The Woodionds, Texos
LABORATORY CORP. OF AMERICA Burfingtan, N.C.
MURPHY USA EI Dorodo, Ark.

ADVANCEAUTD PARTS Roonoke, Va.

FIDELITY NATIORAL FINANCIAL Jocksanville, Flo.
AIR PROOUCTS 6 CHEMICALS Allentown, Po.?
HORMELFOODS Austin, Minn. ¥

HERTZ GLOBAL HOLDINBS Estero, Fla. *

MGM RESORTS INTERNATIONAL Los Vegos, Nev
CORNING Corping, N.Y.

REPUBLIC SERVICES Phoenix. Ariz.

ALCOA New York, N.Y. %2

FIDELITY NATIONAL INFORMATIDN SERVICES. Jocksonville, Flo.
PACIFICLIFE Newport Beach, Calif, €«
SUNTRUST BANKS Atlonto. Go.

LK chicoge, i,

BORGWARNER Auburn Hills, Mich.

BALL Broomfield, Calo.

CSTBRANDS SonAntonio, Texos

REVENUES

Smillions
10,850.0
10,8876
10,875.3
10,845.6
10,842.0
10,825.0
10,782.2
10,776.0
10,743.0
10,647.0
10,6357
10,635.0
10,630.0
10,597.0%
10,535.7¢
10,534.0
10,507.8
10,487.0
10,398.0
10,261.0
10,183.0
10,163.0
10,137.2
10,0738
9,888.0
9,841.0
9,835.0
9,731.8
9,7234
9,657.0
9,641.8
9,633.1°
8,567.7
8,554.0
89,5244
9,523.2
9,480.0%
9,455.1
9,390.0
89,3877
9,318.0
9,241.0
9,169.0
8,161.0
9,082.3"
9,071.0
9,061.0
9,061.0°

LENNAR The No. 2U.S. homebuilder [behind D.R. Hortan)
surged as continued low mortgage rates and widening credit
availahilityincreased demand for new construction. —L.E.

change
from
2015

158
24
(6.9)
[5.8)
172
12.1
{4.9)
115
185
88
4y
[1.2)
28
[8.3)
{20.4
(22)
TH
49
(18.1)
[11.3]
{0.5)
2.0
16
9.9
(5.9)
(37.5]
31
11
(0.5
[6.2]
111
[215)
(17
4.6
37
28
[10.0)
29
31
3.0
4p.1
6.1
74
263
131
133
[4.6]

PROFITS

$millions
911.8
147.1
180.0
[583.8)
1.401.0
1,721.0
[428.0)
4,059.0
2,135.0
1,235.0
1,241.0
2,143.0
868.0
7100
(260.5)
1,500.0
7024
2.383.0
[574.0)

(440.0)

1,370.0
4,965.0
805.9
567.1
1.668.0
(2.738.0)
1,067.0
93.2
108.8
3260
7321
2215
459.6
850.0
6311
890.1
{491.0)
1,101.4
3,695.0
612.6
[400.0]
568.0
824.0
1,878.0
4640
1185
263.0
3240

Rank
208
404
408
475
151
129
467

58
110
168

108
218
242
458
143

“eds

35
47y
458
155

48
271
2783
133
432
187
420
4ig
347
238
37g
309

262
213
470
184

BB
267

278
223
paeit]
308
414
365
349

%
change
from
2015

136
56,5
{54.2)
141
25.0
[204.8]
66
(16.3)
421
7.0
8.2
194
[135.2]
(3.0]
a2
42

15
4129
[21.2)
24.1
7.2
[72)
8.0
5.2
250.5
67,6
256
[2.8]
233
(50.5]
29.7
(279.9)
176.0
[18.3]
[10.4]
247
(2.8)
96
[80.6)
164
1174

ASSETS

$millions
15,361.8
4,061.8
45,071.3
45,904.4
33,103.0
14,588.0
214,235.1
18,675.0
19,839.0
20,355.0
8,599.8
242,698.0
32.041.0
11,865.0
9,435.7
18,3320
10,317.8
92,308.0
43,1098.0
53,1800
47,786.0
15,546.0
5,694.3
8,2344
34,892.0
18,034.0
163,728.0
3.639.3
2.717.8
9,189.0
14,247.0
2,088.7
8,315.0
14,463.0
18,055.3
6,370.1
18,155.0
28,173.3
27.888.0
20,629.6
16,741.0
26,031.0
143,298.0
204,875.0
8,303.2
58,8347
16,173.0
4,360.0

Rank
784
452
138
i35
173
297

37

247
243
373

28
178
321
355

337

162
255

45
4g8
479
361
302
493
AT
299

413

STOCKHOLDERS'
EQUITY

S millions
7.026.0
930.2
10,128.1
8,081.8
14,712.0
72170
12,8939
5,656.0
98,8201
6,772.0
[1.787.5)
21,218.0
9,011.0
4,553.0
4,681.4
5,021.0
4,533.2
11.323.0
21,497.0
2,274.0
12,9510
8,290.0
1,797.8
3,677.2
12.409.0
12,656.0
13,317.0
725.2
860.0
1,287.0
5,505.8
6971
2,816.2
5,996.0
7.079.6
4,448.0
1,075.0
5,220.2
17.893.0
7,691.3
5,654.0
9,741.0
11,022.0
23,515.0
3,442.9
3,218.3
3,435.0
1,229.0

159

492

71
170
271
262
250

139
7a
g5

179
390
304
126
124
1
445
431
417
236
449
330
22y
195
280
426
218

B8
187
233
160
142

51
311
319
312
419
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MARKET
VALUE
3/31/17

Smillions
12,002.2
1,584.1
9,355.0
13,684.6
51,649.5
42,0054
7191.2
121,2336
87,5219
9,100:5
20,539.8
30,4062
18,317.3
12,8594
5,047.8
33,833.9
12,021.5
26,255.0
48,443,8
5,892.8
27,691.8
28,1059
13,6676
9,032.1
32,515.3
25,4444
9,437.2
899.9
21143
5,880.4
14,695.6
270556
10,9444
10,6000
29,4377
18,316:3
1,456.4
15733.0
25,030.2
21,312.2
63366
261775
271751
9,021.4
§,885.3
13,0004
36448

Rank
279
447
315
257
95
117
350
34
53
319
211
154
231
269
388
138
278
173

168
324
326
267
410

PROFITSAS % OF ...

Revenues
% Rank
8.3 184
14 404
12 407
[5.4] 474
129 84
158 67
[4.0] 4BB
377 g
189 = 45
116 113
117 110
202 43
B2 186
87 228
[2.5) 458
14.2 80
67 229
228 34
[5.5] 75
4.3] 489
I35 118D
48.9 3
6.0 248
56 259
169 6O
[27.8) 484
10.8 130
1.0 417
L1 412
34 331
76 189
23 362
48 278
58 224
66 232
9.3 160
[5.2) 473
116 111
394 8
65 236
[43] 470
61 245
g0 1g55%
205 42
51 271
1.3 4os
29 348
36 324

Assets

5.9
33
03

(1.3)
42
118
[0.2)
217
10.8
6.1
14.4
0
2.7
6.0
[2.8]
78
5.8
26
[13]
[4.8]
2.9
31.9
106
8.9
48

[14.4]
07
26
4.0
3s
51

10.6
55
45
as

14,0

[2.8]
33

132
30

(2.4
2.2
08
0.8
56
13
18
74

Rank
162
267
430
456
232

46
4y

58
156

30
396
3e2
157
HB8
113
137
311
458
482
2894

(R}

59
135
21¢d
495
411
314
s
260
187

60
181
2ed
262

38
467
247

39
285
465
334
415
385
177
368
360
123

Stockholders’
equity
%

13.0
158
13
[7.2)
95
238
{3:3)
718
217
182

101
9.5
158
(5.6]
23.9
15:5
211
(2.7
(18.3]
106
59.9
337
154
134
{21.6)
80
128
113
253
13.3
318
158
10.8
8.9
20.0
{45.7]
177
207
8.0
(71]
5.8
75
8.0
135
3.7
77
264

Rank
232
189
418
440
309
114
433

20
127
166

295
306
185
43z

83
198
136
yag
456
284

30

BB
199
219
457
338
238
270
107
223

72
130
278
319
148
465
172
142
341
439
374
350
339
218
4oz
34
102

EARNINGS PER SHARE

2016
§

3.93
.67
0.34

[3.26]
115
154

[2.13]
389

42,65

4p70
4.97
4.83
9.01
{1.48)
5.21
7.14
577
(0.75)
[2.81)
5.48
9.01
9.87
8.42
5.62
(6.31)
215
203
176
1.36
7.02
5.59
8.20

2.89
1.84
(5.85)
192
3.23
1.78
[2.18]
172

3.60
1.50
0.55
0.2
424

%
change
from
2015

136
71.0
[54.1]
15.0
375
[218.3]
101
[13.8)
13.0
11.2
19.3
[137.9)
[2.68]
5.6
12.5

17
411.9
[14.8]
242
102

134
8.7
257.9
618
391

[3.1]

(50.9]
29.1
[295.0]

223.0
(16.4]

{21.5)

06
87
{79.6]
{18.1)
117.4

2006-2016
annual
growthrate
%  Rank
08 248
B3 150
(8.8) 322
47 181
58.4 a
3g.2 8
18Y4 28
42 193
71 130
79 121
57 181
121 63
01 254
155 40
g8 103
28 213
45 184
08 242
g2 115
32 204
g0 118
111 75
[1.0) 287
123 61
(14) 272
10.8 79
26 218
23 221
[47) 298
22.3 14
48] 300
04 253

TOTALRETURN TOINVESTORS

2016
%

[11.9]
45
355
128
g.0
75,5
8.4
8.9
15.0
[26.9]
6.5
199
27.0
29.8
[14.0]
174
[10.7]
373
104
318.1
10.2
176
171
(7.4)
31.2
427
2.9
17
0.8
734
3.8
1.2
12,5
0.4
245
(10.8]
(617]
26,9
6.0
33.0

26.6

31.0
3.4

(74]
3.9

236

Rank

4py

329
B7
251
287
18

271

273
210
215
400
114
58
348
355
363
20
335
361
252
369
158
418
465
135
g2
102

136

116

341
399

334
165:

2006-2016
annual

rate

%  Rank
(o8] 357
5.3 276
[0.9]) 356
2.011:3285
80 208
27.0 4
41 1
21.2 14
29 314
121 g1
9.0 170
69 241
93 1Bl
15.0 50
70 1239
[67) 386
8.2 164
80 201
148 54
91 166
10.7 123
[0.2) 349
[0.8) 353
81 200
36 305
57 2BB
173 30
111 112
161 40
{10.9] 382
[6:8) 385
44 287
107 124
146 55
[22] 367
18.2 27
111 i1y
141 52

FORTUNE 500

Industry
table
number

30
2
i
B4
20
56
14
20
L

RANK
2016
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THE LISTS LARGEST U.S. CORPORATIONS

NETFLIX The streaming video service, now with 100 million
subscribersin 190 countries, binged on growth againin 2016.

Revenues have increased 57-fold sinceits IPOin2002. —L.E.

REVENUES PROFITS ASSETS STOCKHOLDERS'
308-355 / 500 EQUITY
% %
change change
RANK from rom
2016 2015 $millions 2015 $millions  Rank 2015 $millions  Rank $ millions Rank
L) 272 PUBLICSERVICE ENTERPRISEGROUP Newark, N... 9,061.0  [(130) 8870 215 (472) 40,070.0 149 13,130.0 120
m 296  EASTMAMN CHEMICAL Kingsport, Tenn. 9,008.0 [6.6] B54.0 220 o7 154570 288 4,532.0 274
1300 | EBAY Son Jose, Calif; 89790  [54) 72660 31 3212 23,8470 212 10,538.0 151
% 338 | MOHAWK INDUSTRIES Calhoun, Ga. 9591 110 9304 205 51.2 10,230.6 338 57765 230
24 346 | ONEOK Tulso, Okla. : 89208 148 3520 338 437 16,1388 277 1887 473
[%] 461 | FRONTIER COMMUNICATIONS Norwalk, Conn. 8.8960 535 [373.0] 4s2 = 29,0130 189 4,519.0 275
[ET 379 | METFUIX. Los Gatos, Callf. 88307 303 1867 a8 52.2 135866 306 2,679.8 342
553 332 AMERICAN FAMILY INSURANCEBROUP Madisan, Wis. ** 8,828.8 B.6 3256 348 (53] 22,6616 221 7,760.0 185
[EET 318 | THRIVENT FINANCIAL FOR LUTHERANS Minneapalis, Minn. ** 87771 [01] 5878 275  (236) | 885614 B2 77256 168
B 385 EXPEDIA Bellevie, Wash, 87736 315 2818 361  (631] 157775 281 41323 ag4
[T 346 LTHIAMOTORS Medford, ore. 86782 103 1971 387 77 38442 463 9108 435
11 330 AVISBUDGETBROUP Porsippany, N.J. 8,659.0 18 1630 401  (479) 17643.0 265 221.0 471
[T 303 REUANCESTEELSALUMINUM Los Angeles, Calif. 8.613.4 (79) | sma3 ass @3] 74113 397 4,148.8 293
m 302 | BAMESTOP Grapevine, Texos? 8,607.9 [8.1]. 3532 337 [22.3] 49758 H45 2,254.1 359
778 33 TENNECD Lake Forest, Il 8,599.0 4.8 3630 333 47.0 43420 U456 588.0 455
EZ20 302 OREILLYAUTOMOTIVE Springfieid, Mo. 8,593.1 7.9 1,0877 190 114 72042 400 1627.1 401
EZZ0 314 PETERKIEWITSONS' Omaha, Neb. 85730  [47] 3960 325 57.8 £179.0 418 3,2668.0 316
[53) 335 | UNITED NATURALFODDS Providence, R.J. '3 8.470.3 35 1258 408 {9.3) 28522 478 1,5185 408 _
[ 385 | SALESFORCECOM San Francisco, Calif.* 8,3520 259 1786 394 — | - 17ssus =6 7,500.1 190
23 359 | BOSTONSCIENTIFIC Moriborough, Moss. 83860 122 3u70 341 = 18,096.0 263 5,733.0 206
[EE7] 343 | NEWMONTMINING Greenwood Village, Colo. gazeot 84 (627.0) 476  (385.0) 21,031.0 235 10,721.0 148
[EZ] 306 GENWORTH FINANCIAL Richmond, Vo. 83690  [95) {277.0] 460 ~ | 1oasseo 71 12,644.0 125
[EET3) 366 LIVENATION ENTERTAINMENT Beverly Hills, Colif. 83549 153 29 438 = 67603 406 1,126.0 423
78 323 vEmITIV Adlonto, Go. 83266  [45] 210 432 (213) 24837 488 541.8 459
EE7 327 NEWSCORP. New York, N.y." B.319.0'  [3.6] 1790 395 - | 154830 287 11,564.0 137
2 321 CROWNHOLDINGS Philadelphio, Po. B2840  [55] 496.0 301 25,2 9,593.0 353 366.0 4B
276 GLOBALPARTNERS Woltham, Moss. ® 82395  (20.1] {1994) 4ss  (5578) 2,564.0 485 3827 485
% 340 PVH New York, N..? 8,203.1 23 549.0 287 a1 11,067.9 331 4,804.5 256 3
[EED0] 333 | LEVELICOMMUNICATIONS Braomfeld, Colo. 81720  [07) 6770 252  (80.3] 248880 207 10,917.0 146
EETH 281 NAVISTARINTERNATIONAL Lisfs, 1}, 12 81110  (200) [970) 445 - 5653.0 430 (5.298.0] 496
[EET0 315 UNIVAR Oowners Grove, il 80737 (103 |  [884) 445  (514.5) 5389.9 439 8099 qu1
[EEZH 337 CAMPBELLSOUP Comden, N.J.™ 79610  (15] | 5630 =282 [(185) 78370 385 1,525.0 407 )
[EITH 385 DICK'S SPORTING BODOS Cornopalis, Pa.* 7.922.0 9.0 2874 360  (13.0) 4,058.3 459 1.929.5 380
[ETE8) 373 | WEYERNAEUSER Seattle, Wosh. ® 78020' 116 1,0270 182 1030 19,2430 252 8,160.0 166
[EZZ3 357 | MUTUALOF OMARA INSURANCE Omohi, Neb. *5 78985 92 |  a3ses 335 71 38,464.8 153 5,617.8 234
[EIEH 223 CHESAPEAKEENERSY Oklohoma City, Okia. 78720  [383] (4.401.0] 497 = 13.028.0 309 [1.460.0) 4gg
[EZT) 324 | ANADARKG PETROLEUM The Woodlands, Texos 7,869.0 (851 | (30710) 483 = 45,564.0 136 12,212.0 129
[EZE3] 355 INTERPUBLICGROUP New York, N.Y. 7,846.6 31 6085 270 338 124852 315 20171 373 A
EITH 452 JM.SMUCKER Orrville, Ohio * 78112 372 6887 249 98.7 15984.1 280 7,008.5 198 F
%355 STEELDYNAMICS Fort Wayne, Ind. 77771 24 3821 328 = 4237 412 2,927.0 329 3
361 FOOTLOCKER New York, N.Y.* 7.766.0 48 8640 254 227 3,840.0 464 2,710.0 340 J
[EIT 285 | WESTERN REFINING E Paso, Texos 774325  [20.8] 1249 409 [69.3) 55604 431 1,686.9 395
[0 351 SPARTANNASH Byron Genter, Mich, ). 77346 11 568 428  [94) 1,930.3 495 8254 438
ESY 335 DEANFO0DS Dollos, Texos 77102 (5] 1188 413 = 2,606.2 183 510.8 453
EE7 431 1IMMER BIOMET HOLDINGS Worsaw, Ind. 76838 281 3058 355 1081 26,684.4 197 5,668.9 163
ETEH 133 | POLTESROUP Atianto, Go. 76685 282 6027 272 220 101782 338 48594 263
[EET 368 | W.R.BERKLEY Greenwich, Conn. 7,654.2 6.2 6019 273 1855 23,3648 215 50472 249
EE3 a2 QUANTASERVICES Houston, Texos 7.651.3 02 1984 386  [36.2) 53541 440 3,3394 514

FORTUNE FIVE HUNDRED
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DEFINITIONS. EXPLANATIONS, AND FOOTNOTES ARE ON PAGE F-32.




MARKET
VALUE
3{31/17

$ millions
22,450.7
11,7827
36,2318
17,024.8
11,684.4

2,520.8
§3,619.1

18,901.3
2.156.1
2,527.8
5,830.0
2,282.3
3,380.1

24,728.8

2.187.1
58,361.7
34,046.3
17.518.2

2.055.6

B,218.7

Bi2.B
7.559.4
7.366.6

662.9

8.091.7
20,638.0

2.415.5

4,293.2
17422.7

5.488.7
25,451.0

5,393.7
34,639.5

8,648.3
15,263.1

8,425.2

9,817.5

3.812.1

1,312.8

1,786.4
24,5714

T.466.1

8,561.3

5,385.9

Rank
199
282
129
242
285
427
73

338
210

399

4uz

PROFITS AS % OF ...

Revenues
%

9.8
95
B0.9
104
39
2]
21
37
8.7
3.2
23
13
35
41
42
121
48
15
21
41
(7.5)
(3.3]
0.0
0.3
2.2
8.0
[2.4]
87
8.3
(22
(0.8
71
38
13.0
45
(55.9]
(39.0]
7.8
8.8
49
8.6
1.6
07
16
40
7.9
7.4
28

Rank
152
157

1
140
304
468
372
314
227
336

364
382
328
300
295
106
282
386
371
287

464
438
433
3689
247
455
228

445

Assets

%
2.2
55

30.5
91
2.2

(1.3]
14
14
0.7
18
51
0.4
41
7.1
8.4

14.4
6.4
44
1.0
18

(3.0

(0.3)
0.0
D8
12
5.2

(78]
5.0
27

(L7

[1.3]
7.2
71
53
0.9

(338)

(6.7)
49
43
5.9

373
2.2
2.9
48
S
5.9
28
37

Rank
338
182

79
340
H57
367
366
410
354
188
3ge
237
130

83

31
148
224
386
351
471
H4gE
436
401
378
185
HBT

451

188
3sl
499
486
207
227
161

18
334
289
217
377
163
313
255

Stockholders’

%
5.8
18.8
68.9
161
186.5
[8.3]
7.0
up
7.6
6.8
216
73.8
73
157
517
3.8
121
8.3
24
5.2
[5.8]
[2.2)
03
38
15
1355
[50.8]
114
B.2

[8.4)
36.9
1438
112

6.3

(25.1)
30.2
98
13.1
24,5
74
6.9
196
3z
129
1.9
59

equit

ani
362
157
23
1B5
7
442
G
398
349
360
130
1B
353
194
28
27
250
332
412
388
438
430
421

418
10

266
389

443

50
eiz
271
367

459

B1
3a2
227
112
352
358
147
405
235
258
371

EARNINGS PER SHARE

2016
$

175
575
5.35

12.48
166

{0.51)
0.43

1.82
772
1.75
4,18
3.40
B.44
10.73

2.50
0.25
0.25
[1.18)
[0.56]
(0.23]
1.30
0.30
3.56
[5.91)
6.79
1.87
(1.19]
[0.50]
181
2.56
1.39

(6.45)

(5.90]
149
576
1.56
4.91
1.24
1.51
131
1:51
1.75
4.68
1.26

%
change
from
2015

[47.0}
16
347.2
50.2
43.1

538

[68.1)
117
{41.3]
0.0
(10.1)
56.7
17.0
(9.4]
[374.4)
(22.2)
26.2
(632.4)
[1.5]
(80.5)
{457.1)
[18.1)
[9.5)
56.2

36.7
73.0

27.9
{71.0]
(2.0

96.1
28.7
208

[20.8)

2006-2016
annual
growthrate
% Rank
1.8: 233
8.9 102
23.2 I3
6.4 147
2.2 226
155 39
27" 216
159 37
[1s) 273
13.0 53
19:9 20
213 16
94y 95
74.4 1
63 133
9.9 90
[0.2) 251
9.7 91
(28] 288
88 100
[1.8) 279
118  B7
(8.8) 323
58 158
[8.6) 321
(7.8). 318
{4.1) 296
31 207
23.7 12

TOTALRETURN TOINVESTORS

2006-2016

annual

2016 rate
%  Rank % Rank

176 208 B8 @2dp

144 24P 126 86

80 253 88 173

54 318 10:8° 134
148.9 8 166 34

el e R

g2 297 421 B

(8.0] 407 19.7 15
{8.2] 408 148 53

11 362 54 27
44 B4 88 171
(5.0] 3930 10 340

36.1 81 97 148
8.9 278 24.1 H

pi2 179 28 31§

(127) 427 223 12
M8 P1g. EE g

901 14  [14) 381

21 351 (183) M0I

83 296 17 329
qg4 42 =
[12.8] 428 =

a7 338 87 150
252 150 g2 255

227 172 B3 253
37 33 [39) 37z
254.9 4 [0B] 3s4
868 24 -
178 208 78 218

52.0 39 g2 183

46 327 42 286
S6.0 30 (L8] =59
A4.0 ne 86T 271

32 a4z BB 188
61 315 4.1 63

4.2 1% 1080 118

10.8° 268 15.8 Ha

125 254 Rl 23

862 15 82 185
235 122 (L9) 384

14 358 32 311
51 321  (50] 378
246 156 84 189
721 22 58 261

FORTUNE 500

Industry
table
number

B4
8
3%
29
50
59
39
38
35
33
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RANK
2016 2015
356 [EE
357 [0
358 [KLE]
358 [l
E oo
| 361 2
| 262 [l
m i
Tl 220
Y as0
Y sse
387 &L
388 L&Y
BT 362
370 [l
By s+
a7e [l
a7 L
374 [CEN]

375 BEH

B 2
377 [t
B vou
B 239
380 [
m .
| 382 [0
m -
m .
Ed v
| 305 L0
m ri
FTTH 255
Tl 376

390 [CLY;
438
392 gl
B8 aes

384 kR

{ 305 [ES

396 [Eh&

B o7
388 [l
B3 -

Y 4o

N s
a0z [l
m 4ps

DEFINITIONS, EXPLANATIONS. ANO FOOTNOTES ARE ON PAGE F-32

EOG RESDURCES Houston, Texas

CHARLES SCHWAB Son Froncisco, Calif
EVERSOURCE ENERGY Springfield, Moss.
ANIXTER INTERNATIONAL Glenview, /Il

EMCOR GROUP Norwalk, Conn.

ASSURANT New Yark, N.Y.

CENTERPDINT ENEREY Houston, Texos

HARRIS Melbourne, Flo, ©

HD SUPPLY HOLOINGS Atianto, Go.*

PPL Allentown, Po.

NUESTDIAGNOSTICS Madisan, N.J.

WILLIAMS Tulse, Okla.

WEC ENERGY GROUP  Milwaukee, Wis.

HERSHEY Hershey, Pa.

AGCD Ouluth, Go:

RALPH LAUREN New York, N.Y.2

MASED Taylor, Mich,

WESCD INTERNATIONAL Pittsburgh, Po.
LIFEPOINT HEALTH Brentwaod, Tenn.
NATIONALDILWELLVARCO Houston, Texos:
KINDRED HEALTHCARE Louisville, Ky.

MOSAIE Plymouth; Minn.

ALLIANCE DATASYSTEMS Plono, Texos
COMPUTER SCIENCES Tysons, Vo, >
HHNTIHE_'II]H INGALLS INDUSTRIES Newpart News, Va
LEIDDS HOLDINGS Reston, va.
ERIEINSURANCEGROUP Erie, Po.

TESLA Paio Alte, Calif. =
ASCENARETAILGROUP Mohwah, N.J. 33

DARDEN RESTAURANTS Orlando, Fia. '
HARMAN INTERNATIDNAL INDUSTRIES Stamford, Conn. %37
NVIDIA Sonta Cloro, Caolif.*

R.R.DONNELLEY & SONS Chicago, 1l ™
FIFTHTHIRD BANCORP ' Cincinnati; Ohio
QUINTILES IMS HOLDINGS Durham, N.C. 3
JONES LANG LASALLE Chicago, Il

DDVER Downers Grove, i,
SPIRITAEROSYSTEMS HOLDINGS Wichito, Kons.
RYDER SYSTEM Miami, Fla,

A-MARK PRECIOUS METALS Sonta Monico, Colif. ®
TRACTOR SUFPLY Brentwood, Tenn.

SEALED AR Charlotte, N.C.

AUTO-DWNERS INSURANCE Lansing, Mich. & *
YUMEHINAHOLDINGS Plono, Texos ™

CALPINE Houston, Texas

OWENS-ILLINDIS Perrysburg, Ohio
TARGARESDURCES Houston, Texos
JETBLUEAIRWAYS Long Island City, N.Y.

REVENUES

$ millions
7.650.6
7,644.0
7,638.1
7.624.51
7,551.9"
7,531.8
7,528.0
7.527.01
7,524,01
7.517.0
7.515.0
7.498.0
7,472.3
7,440.2
7.410.5
7,405.0
7.357.0
7,336.0
7.273.8
7.251.0
7,226,681
7.162.8
7.138.1
7,106.0
7,068.0
7,043.0
7.016.2
7.000.1
6,995.4
£,933.5
56,9117
6,910.0
B,895.7
6.889.0
5,878.0
6.803.8
6,794.3
6,792.9
6,767.0
B,784.0
6.779.6
6,778.3
6,774.8
6.752.0
6,716.0
67020
5,690.9
8,632.0

%
change
from
2015

[12.6)
176
(4.0)
15.6
123
(27.1)
18
481
(14.3)
(2.0
0.3
18
261
07
(0.8)
{2.8)
(6.9
[2.4)
209
{50.9)
18
[19.5]
10.8
(41.7)
0.7
385
5.7
73.0
45.6
(3.2]
123
379
{38.7)
(2.0]
18.9
14.0
[3.3]
2.2
33
118
8.8
(3.6
4.0
3.8
89
05
34

YUM CHINA HOLDINGS Spun off fram Yum Brands [No. 422]
lastfall, the operator of KFC, Pizza Hut, and Taco Bell in mainland
China plansto open at least 500 new restaurantsthisyear. —L.E.

PROFITS

$millions
(1,096.7)
1,889.0
942.3
1205
161.8
565.4
432.0
324.0
196.0
1,902.0
B45.0
[424.0]
939.0
720.0
160.1
396.0
491.0
1016
121.9
(2.412.0]
(664.2]
2978
515.8
251.0
57340
2440
741.8
(674.9)
(11.9]
3750
3617
1,866.0
(495.9)
1,564.0
115.0
318.2
508.9
469.7
2625
a3
43zl
4gB.Y
706.3
502.0
92.0
209.0
[187.3)
7580

Rank
483
119
202
412
383
281

316

349
388
118
260
HBE
203
241
4oz
325
302
417
410
491
437
357
284
368
276
37
235
478
441
331

134
471
139
415
352
296
308
366
434
314
303
244
300
Hgz
385
451
233

%
change
from
2016
30.5
7.3
[5.8)
5.6
299.4
[3.0)
{86.7)
178.9
[9.0)

471
404
(38.8]
[43.6]
383
{51.8)
[33.0]

[702)

[125)
12,450.0
418

(3.9)
107

[47.1)
56
1713
(428.2]

(8.6)

(70.3)

(27.5]
{41.5)
{40.4]
{13.9]
315
8.5
45.0
(13.4]
(60.9]
54,8
{421.3)
121

ASSETS

$Smillions
29,458.4
223,383.0
32,053.2
4,093.6
3,894.2
£9,709.1
21,828.0
11,886.0
5,707.0
38,315.0
10,100.0
46,835.0
30,123.2
5,524.3
7.168.4
6,213.0
5,137.0
4,481.0
6,318.0
21,1400
6,112.7
16,840.7
25,5141
7.736.0
6,352.0
9,132.0
18,4174
22,664.1
5,506.3
4,582.8
6,054.0
9,841.0
4,284.7
142,177.0
21,208.0
7.629.4
10,116.0
5,405.2
10,8025
4371
2.674.9
7.388.1
21,5714
3,727.0
18,3170
8,135.0
12.871.2
9,487.0

Rank
188

33
177
458
481
1B7
227
319
42g
154
341

185
434
401
417
443
451
416
234
421
271
205
387
414

259
220
435
Hug

457

STOCKHOLDERS'

EQUITY

Smillions
13,8818
16,4210
10,711.7
1,292.2
1,537.1
4,098.1
3,460.0
3,056.0
960.0
9,899.0
4,628.0
4,643.0
8,929.8
785.9
27761
3,744.0
[2398.0]
2.013.3
2,180.4
13.940.0
812.6
9,584.6
1,658.2
2,025.0
1,653.0
3,135.0
B.527.5
4,752.9
1,863.3
1.952.0
2,452.5
5,762.0
(105.7)
16,205.0
8,633.0
2,789.7
3,799.7
1.928.3
2,052.3
63.3
1.453.2
608.7
9,690.4
2,377.0
3,268.0
254.0
5439.4
4,013.0

Rank

482
374
380
110
440
1B5

372
388
322
178
259
387

354



MARKET
VALUE
3/31/17

$millions
56,301.9
54,554.5
18,626.5
2,626.1
3.755.6
5,297.7
11,881.5
13,848.8
B;296.1
25,4477
13,500.7
24,436.1
18.133.6
23,2363
4,782.7
B, 710.2
10,8877
3,388.5
2,616.3
15;183.2
710.8
10,242.4
13,8254
9,745.5
9,265.4
7,686.1
45,389.9
B30.4
10,3889
£4,159.8
8463
19,065.8
18,898.0
5,042.3
12,501.8
6,899.8
3,992.3
120.1
8,959.9
8,431.7
10,4533
3,9688.1
3.316.0
11,7427
6,874.8

Rank
88
85

228
4g2
408
388

281

254
3386
179
260
187
222
193
393
3E0
294
413
423
247
483
301
253

316
343

109
461
300

72

223
225
390
275
356
405
470
325
333

299
406
414
284
357

PROFITS AS % OF ...

Revenues Assets
% Rank % Rank
[14.3] 488 [(3.7) 474
247 22 0.8 400
2.3 101 29 291
16 383 29 290
2.4 358 47 215
7.5 201 1.9 352
57 254 2:0° 346
4.3 282 27 303
2:5: 356 34 263
253 21 5.0 201
8.5 137 64 148
(57) 476  [0.9) 451
12.6 89 31 277
97 153 130 42
2.2 368 22 336
5.3 283 64 148
6.7 230 9.6 70
1.4 4po 23 333
1.7 383 1.9° 349
[33:3] 485 [11.4] 491
[9.2] 488  [10.8] 489
42 2986 1.8 (355
72 213 2.0 345
a5 1327 32 270
8.1 188 9.0 80
3.5 328 2.7 306
106 136 4.0 240
(9.6] 487  (3.0] 470
(0.2] 441 [0.2) 445
54 282 82 102
2 E2B7 6.0 158
24.1 24 169 20
{(72) 480 ([11.6) 4ge
P27 335 11 380
17 @ 380 0§ 418
47 280 42 235
75 202 5.0 200
69 223 8.7 88
39 308 24 326
0.1 434 21 342
64 238 163 22
T2 214 BB 143
104 138 & %3 268
74 2086 135 37
14 403 0.5 420
31 337 2:3 1331
(28] 460  [15) 460
114 118 8.0 106

Stockholders”

-equity

%
[7.8)
115
a8
93
118
138
12.5
106
204
192
139
(8]
105
916
5.8
108
5.0
55
[17.3)
(81.7)
31
311
124
347
7.8
8.7
[14.2)
{0.5]
132
147
28.9

9.7
13
114
134
24.4
128
14.6
301
78.8
73
211
28
823
[3.4]
189

ank
4u1
264
320
311
259
218
24B
282
143
151
215
H45
287
14
376
285

389
379
453
472
407

76
248

59
345
323
451
427
152
203

86

305
H417
267
2el
L
241
205

B2

17
354
137
509

16
H34
155

EARNINGS PER SHARE

2016
$

[1.98)
131
2.96
3.59
297
9.13
1.00
2.59
087
279
451

(0.57)
2.96
3.34
1.96
462
147
2.10
2.82

(6.41)

(7.85)
085
7.34
178

1214
2.35

[4.68]

{0.08)
2.80
489
2.57

(7.09)
1.93
076
5.98
3.25
370
4.90
1.30
3.27
2.46
1.36
0.26
1.8

(1.80]
220

%
change
from
2015
27.2
72
[5.8)
9.2
345.4
[167)
[86.7)
176.2
[7.4)
26.5
44.0
(35.9]
[41.4]
44.1
[49.8]
[28.8)

(69.4)
(17.1]
17,700.0
452
[31.5]
(47.0]
31
138.0
[424.2)
{4.0)
(75.3)
27.7)
{40.5)
[34.8)
(24.2)
30.0
9.0
51.9

(59.4]
56.1

[285.1]
121

2006-2016
annual
growthrate
%  Rank
33 203
[(0.3) 263
[3.0) 2ad
84 108
51 170
[2.8) =288
42 191
22 224
44 186
B3 113
36 197
49 178
18 231
(6.6) d12
0B 243
122 62
(6.2) 308
[5.8) 305
30 208
28 212
129 Sd
(10) 288
29 211
18 234
387 B
13 228
194 23
53 166

TOTALRETURNTOINVESTORS

2016
%

440
20.9
116
342
42
181
40,5
207
418

41
319
32.0
183
188
28.8

(17.3]
132
s2.4

(22:6)
138

(310
10.8

(17.2)
845
471
24,9

{12.0]
(37.2)
18.1
20.0
206.8
[20.8)
381
10.8
(36.4)
253
16,5
343
52
[10.4)
30

(21.0)
)
1313

(1.0)

Rank

259

Y

H437

420
42
204
189

44§

73
357
461
147
220

95
320
417
344

2006-2016
annual
rate
%  Rank
13.2 76
93 182
106 125
61 258
10.0 140
72 223
90 168
113 104
47 282
71 234
78 210
12.9: 81
103 132
[:f: ST
24 3Pl
47 283
1201337
54 275
48 285
(77) 390
48 278
13.8 69
10.0 141
7 289
[6:1] 383
108 114
18 327
16.8 s
(s3] 3\l
[15) 383
15 333
86 178
57 287
61 257
21.8 13
A
(06) 3s3
47 280

FORTUNE 500

Industry
table
number

43
55
B4
67
18
38
B4
45
86
B4
28
17
B
22
13
y
29
66
27
46
a7
8
20
3¢
2
34
a7
4y
57
24
16
56
51
g
28
53
33
2
63
70
58
47
37
24
17
47
50
3

RANK
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RANK
2016 2015
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EE s
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OEFINITIONS. EXPLANATIONS, AND FODTNOTES ARE DN PAGE F-32

JONES FINANCIAL (EDWARD JONES) Des Peres, Mo ®™
FRANKLIN RESOURCES Son Mateo, Calif.
ACTIVISION BLIZZARD Santo Monico, Calif.
J.B. HUNTTRANSPORT SERVICES Lawell, Ark.
CONSTELLATION BRANDS Victor, N.Y.®

NCR Duluth, Bo.

ASBURY AUTOMOTIVEGROUP Duluth, Ga
AMERICAN FINANCIAL BROUP Cincinnati, Ohio
DISCOVERY COMMUNICATIONS Silver Spring, Md.
BERRY GLOBALGROUP Evaonsville, Ind. %54
SANMINA San Joss, Calif.*

CALATLANTIC BROUP Arfington, Vo

DR PEPPER SNAPPLE GROUP Piono, Texos
DILLARD'S Little Rock, Ark. !

HRGBGROUP New York, N.Y. 2

CMS ENERBY Jockson, Mich,

BRAYBAR ELECTRIC St. Louis, Mo.

BUILDERS FIRSTSOURCE Dallos. Texas
YUMBRANDS Louisville, Ky, *

CASEY'S GENERALSTORES Ankeny, lowa ™
AMPHENOL Wallingford, Conn.

OSHKDSH Oshkosh; Wis.®

IHEARTMEDIA San Antania, Texos
TREEHOUSEFOODS dok Brook, Il

ALLEGHANY New York, N.Y.

EXPEDITORS INTERNATIONAL OF WASHINGTON Seottle, Wash.
AVERY DENNISON Giendaole, Calif

AMEREN 5t. Louis, Mo.

HANESBRANDS winston-Salem, N.C,
MOTOROLA SOLUTIONS Chicage; Ill,
ST.JUDEMEDICAL St Poul, Minn, =
HARLEY-DAVIDSON Milwoukee, Wis.

REGIONS FINANCIAL Birminghom, Alo,
INTERCONTINENTALEXCHANGE Atlonta, Ga.
ALASKA MR GROUP Seattie, Wash,

OLD REPUBLIC INTERNATIONAL Ehicogo, Il
LAM RESEARCH Fremont, Calif *
AKSTEELHDLDING west Chester, Ohio
ROCKWELLAUTOMATION Milwoukee, Wis. ?
ADDBESYSTEMS Son Jose, Calif =

AVON PRODUETS Rye, N.Y. %

TEREX Westport, Conn,

NYR Restan, Vo .
DANA. Moumee, Dhio

REALOGY HOLDINGS Madison, N.J.
AMERICANTOWER Boston, Mass.®
PACKAGING CORP. DF AMERICA Lake Farest, Il
CITIZENS FINANCIALGROUP Providence, R

REVENUES

Smillions
B.632.0
6.618.0
6.,608.0
6,555.5
6,548.4°
B,543.0
6.527.8
6,438.0
6,497.0
5,483.0
B4B1.2
B.4TE7
6,440.0
B,418.0
6,402.68Y
6,399.0
£,385.0
6,367.3
6.366.0
6.304.1°
E,286.4
6,279.2
6,273.6
6,175.1
6,131.0
6.098.0
6,086.5
6,076.0
6,062.9*
6,038.0
6,004.0
5,996.5
5,967.0
5,958.0
5,931.0
5,900.5
5,885.9
5,882.5
5.879.5
5,854.4
5,852.9%
5.841.3%
5,834.6
5,826.0
5,810.0
57857
5,778.0
5,763.0

change
from
2015

(0.9)
[16.7]
41.7

59
8.6
2.7
(0.9
57
16
329
17
83.0
25
(5.0
101
[0.9]
45
786
{51.4]
(10,6}
129
3.0
0.5
926
226
(7.8]
2.0
[0.4)
5.8
6.0
8.4
0.0
5.2
27.3
5.9
23
118
(12.1)
(6.8)
22.1
[18.4]
{10.7]
12.9
(3.9
18
213
0.6
9.2

ADDBE SYSTEMS The software purveyor, whichisworking
tobecome the go-to company for online marketers, makesits
500debut. As a bonus: Profitsjumped 86% lastyear. —L.E.

PROFITS

$ millions
746.0
17267
986.0
4321
1,054.9
270.0
167.2
B49.0
1,194.0
236.0
187.8
4ga7
847.0
1692
[198.8]
551.0
931
144.3
1,619.0
225.0
8229
2164
(296.3)
[228.6)
4589
4308
3207
653.0
539.4
560.0
7340
§92.2
1,163.0
1,422.0
B14.0
4689
914.0
(7.8)
7287
11688
[107.6)
(176.1)
4253
540.0
213.0
9564
4498
1,045.0

Rank
234
128
187
215
188
383
389
258
171
375
asg
305

338
53
286

405
138
a7s
224
380
U1
457
310
317
351
256
288
284
236
oug
176
150
226
307
207
iy
23g
175
4u7
450
318
261
382
200

188

%
changde
from
2015

(11:0]
(15.2)
8.3
11
257
12
gU.4
155
1744
(50.2)
127.0
109
[37.2)
54
22
25.2
251
78
[5.7)
(298.9]
(18.5)
{5.8)
16.9
3.7
25.8
[82)
(165)
[8.0]
g5
116
(4.0]
10.6
39.44
[11.8]
85.7
(220.7]
111
302.5
15.8
39.6
24
214

ASSETS

$millions
18,424.0
16,098.8
17.452.0
3,829.0
16,965.0
7,673.0
2,336.1
55,072.0
15,758.0
7.653.0
3,625.2
8,709.0
3,791.0
3,888.1
35,792.8
21,622.0
2,088.2
2,908.9

5478.0

2.726.1
8,498.7
4,513.8
12.862.2
B,545.8
23,756.6
2,790.8
4,396.4
24,699.0
6.807.7
B,463.0
12,578.0
9,890.2
125,868.0
§2,003.0
9.962.0
18,591.6
12,271.5
4,036.0
7,101.2
12,7071
3,418.9
5,006.8
2,643.9
4,860.0
7.421.0
30,878.2
57770
148,520.0

Rank
249
278
268
465
270
389
H87
112
283
330
469

349
4B
160
230
492
475
436
478
a7
450
Sid
409
214
477

453

405

Hi
482
446
396
183
Hey

H7

STOCKHOLDERS®

EQUITY

$millions
2,634.0
11,935.8
9,118.0
1.4141
6.559.6
1,542.0
279.7
4,916.0
5,167.0
218.0
1,609.8
4,207.6
2,134.0
17174
638.1
4,253.0
7276
309.6
(5.656.0)
1,083.5
3,674.8
1,976:5
(11,020.7)
2.503.3
7,939.9
1.844.6
925.5
7.103.0
1,223.9
(9510}
4,578.0
1,820.2
16,864.0
15.717.0
2.931.0
4,471.6
5,894.5
[272.2]
1.990.1
7.424.8
(848.0]
1,484.7
1.304.4
1,157.0
2,464.0
6,763.9
1,759.8
18,747.0

Rank
343
134
169

210

404

365
394
Hae
289
Hyy
457
497
425
306
ary

349
182
389
434
183
420

269
383
83
g9
328
278

481




MARKET
VALUE
3/31/17

$millions
23,822.6
374871
10,2117
31,7754
5,620.1
1,2709
8,302.9
11,306.0
6,255.8
3.016.3
4,290.9
17.997.2
1,645.0
3,868.5
12,5273
1,669.4
22,6106
4,400.0
21,8965
5,117.6

330.2°

4,812.9
9.475.7
10,207.5
7,156.6
13,2454
7.733.1
14,130.8
10,625.5
17.512.4
35,5301
11,407.3
53824
20,902.6
2,263.3
20,024.3
B4,375.1
1.932:9
3,250.3
7.850.9
2,782.5
4,172.9
51,921.3

8,631.2

17.597.1

Rank

188
127
302
150
I
453
335
289
364
417
400
234
H45
407
274

44y
197
396
202
388
468
agg
312
303
351
263
34z
251

296
239
133
287
383
208
434
214

71

415
340

403

84
330
236

PROFITS AS % OF ...

Revenues
% Rank

11.2
26.1
146
6.6
161
41
28
10,0
184
36
24
7.5
13.2
26
[3.1)
8.6
15
23
254
a8
131
3.4
[4.7)
[3.7]
75
71
5.3
107
a9
93
122
115
195
239
137
7.8
155
[0.1)
124
20.0
[1.8]
(3.0)
73
11.0
a7
185
78
181

118
18
77

233
61

299

358

147
51

316

349

203
g1

354

483

176

398

365
20

322
g2

3pg

471

45

204

217

285

134

169

161

104

114
4g
26
83

192
70

440

100
CE

H62
211 %
126
315
63
187
52

Assets

%
a8
10.7
55
113
6.2
35
72
1.2
76
53
52
58
87
44
{0.6)
25
4y
5.0
29.6
8.3
97
48
[2.9)
[3:5]
19
154
73
26
78
66
5.8
7.0
0.9
17
82
2.5
74
(0.2}
10.3
92
(31)
(3]
51
132
29
31
7.8
0.7

Rank
251

57
180

s0
153
P61
128
375
1i8
280
194
178

an
226
449
316
223
202

100

]
211
g4
476
350

26
126
308
111
142
166
134
383
357
103
318
122
443

B1

473
477

24

41
293
278
112
408

Stockholders’
equity
%

28.3
14.5
106
30.8
16.1
175
59.8
132
231
1083
117
11.5

39,7

9.9
31.2)
13.0
128
466

208
224
10:9

9.1
5.8
234
347
9.2
441

16.0
360

7.0

8.0
278
104
15.5

36.7
157

11.9]
326
55.3

8.5
141
255

53

ank
90
209
283
78
186
175
31
226
122
13
260
263
49
300
451
234
239
41

140
123
27

44t
T
118
B0
3iz2
42

187

54
358
315

95
288
197

51
182

448
70
34

325

212

106

385

EARNINGS PER SHARE

2016
$

294
1.28
3.81
171
740
7.33
196
1.89
238
3.60
454
493
[0.99]
198
5.35
1.27
104
573
2,61
291
(3.50]
[4.10)
29,59
2.36
354
2568
140
3.24
2.54
3.83
0.87
2.37
854
1.62
5.22
(0.03)
5.56
232
(0.29)
[1.63)
10361
4,38
146
1.98
475
1.97

b
change
from
2015

{10.6)
76
41

154
86.0
241

170.0

[46.0)
59.3
14.4

(28.7)

48
09

384
24,0
83
03
[255.9]
{15.8)
[n
20.0
as
321
73
[17.3)
38
160
4.0
(0.3
95
411
(8.7]
87.1
[2228]
151
3404
177
404
8.3
271

2006-2016
annual
growthrate
%  Rank
6.1 152
33.7 10
10.2 86
(2.0] 282
153 41
63 134
[9.0) 324
49 175
43 190
[.0] 234
107 BO
17.0 33
141 48
05 | 253
0.8 245
8.3 110
(0.3) 264
0.1 255
[10.9) 323
56 162
[0.3) 282
[106) 328
173 31
[2.0); 283
B4 109
51 168
10.8 i
16 235
41.9 3
14.7 45

TOTALRETURNTO INVESTORS

2016
%  Rank
97 279
[61) 393
337 99
g7 egl
658 25
(85) H10
257 141
27 347
347 94
781 17
(98] 415
(05) 376
(42) 387
M7 238
189 197
(Lo} 379
205 159
(06] 377
288 119
§82 23
233 189
(8.0] 406
278 132
193 184
145 241
255 145
[255) 452
240 184
321 108
a2 107
539 45
115 260
118 257
B2 313
351 90
355.8 1
343 97
96 7B
244 180
725 21
16 356
399 66
(29.3) 457
1.2 264
381 69
38?_ 71

2006-2016
annual
rate
%  Rank
26 320
16.3 38
180 28
184 25
75 220
1 218
121 93
41 65
59 B2
{127) 394
73 eed
84 191
134 71
w7 37
40 67
188 21
164 38
39 299
88 174
B@) ipEg
40 298
a4 308
48 p79
144 88
15 334
a4 158
D2 348
(6.8) 388
105 126
251 7
33 309
80 203
(@3] a7
108 121
96 152
(14.9] 395
(5] 384
100 142
118 96
184 25

FORTUNE 500

Industry
table
number

55
55
11
63
6
12
5
38
19
47
56
40
B
25
32
B4
66
T
a4
58
4s
13
[C 425
a2
38
62
a7
B4
]
4s
41
70
g
55
3
48
s6
4p
16
1
32
13
30
iy
53
59
47
g
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THE LISTS LARGEST U.S. CORPORATIONS

438

YAHOQO The embattled web portal is back on the S00—albeit
briefly, as Verizon has agreed to buy Yahoo's core business for
$4.5billion: That'safraction of its valuein its heyday. —L.E.

JUNE 15, 2017

-

FORTUNE FIVE HUNDRED

F21

REVENUES PROFITS ASSETS STOCKHOLDERS'
452-500 / 500 EQUITY
% %
change change
RANK from from
2016 2015 Smillions 2015 Smillions  Rank 2015 Smillions  Rank Smillions Rank
23 450 UNITEDRENTALS Stamford, Conn. 57620  (0.9] 566.0 280 [3:2) 11,988.0 320 1,648.0 400
m 455 CLORDX Oakiond, Calif.* 5761.0 17 648.0 259 11.7 4,518.0 4439 297.0 488
TR 457 GENESIS HEALTHCARE Kennett Squore, Po. 57325 2.0 (64:0) 443 = 57792 426 [490.3) 48y
[0 - METBANKCORP. Buffalo, N.Y. 57218 145 13151 158 218 | 1e3m4sz B0 16,486.6 a4
50 456 INSREDION Westchester, I 5,703.8 15 4g4g a0y 20.8 57820 425 2,565.0 345
Gl 384 UB1 King of Prussio, Po ¢ 56857  [15.0] 3847 a32 29.8 10,8472 333 2,850.9 334
2] 480 OWENS CORNING Toledo, Ohio 5,677.0 61 3930 327 191 77410 386 3,849.0 297
0] 481 SPGLOBAL New York, N.Y. 5,661.0 66 21060 112 g2z 8.869.0 372 650.0 451
ETEl 475 MARKEL Glen Allen, Vo, 5,612.0 45 4557 611 [21.8) 25,8753 202 8,460.9 177
TN 455 | WYNDHAM WORLDWIDE Parsippany, N.J. 5,599.0 11 6110 268 (0.2) 9,819.0 348 714.0 4iy7
ELEN 471 ARTHUR J.GALLAGHER Jtasca, Il 55948 38 444 323 161 114895 327 35966 307
[TE) 500  BURLINGTONSTORES Burlington, N.J. 5,591.0 9.0 2159 381 435 25745 484 (4g8) 477
49? FIRST AMERICAN FINANCIAL Santa Ano, Calif 55758 77 3430 343 181 §,831.8 369 3,008.2 327
[TE 400 SYMANTEC Mountoin View, Calif.® 5,568.0" [14.4] 24880 90 1834 11,7670 323 3,676.0 308
ETE - PATTERSON St Paul, Minn. 55552% 270 1872 391 [16.2) 35208 470 1.441.7 12
EEd - oun cioyeon, Mo, 55506 945 (3.9) 43g - 87626 370 2.273.0 358
[T 422 NETAPP. Sunnyvale, Colif, > 55460  (9.4) 2290 377 (58] 10,0870 343 2,881.0 333
CTTN 482 RAYMOND JAMES FINANCIAL St. Petersburg, Fla.? 5,520.3 40 5294 289 54 31,5937 179 4,914.1 254
[EEE 433 TRAVELCENTERS OF AMERICA. Westloke, Ohio® 55114 (58] (20) 438  (107.3) 1,659.8 497 5517 457
2N 122 FISERV. Brockfield, wis. 5,505.0 48 8300 206 306 97430 350 2,541.0 347
T2} 472 HOSTHOTELS GRESORTS Bethesto, Md.® 54880' 18 7620 23z 36.5 114080 328 6,994.0 199
[YEN 474 INSIGHTENTERPRISES Tempe, Ariz. 5,485.5 21 847 4ea 117 22193 489 7134 448
[EEZY 450 MATTEL El Segundo, Colif, 54567 () 3180 353 (139 54938 411 2.407.8 353
G5 - AMIRUSTFINANCIAUSERVICES New York, ALY, 54505 181 4110 324 [6.8] p2.6147 222 3.269.1 315
I3 43 CINCINNATIFINANCIAL Fairfisld, Ohio 5,449.0 6.0 5807 274 (6:8) 20,3860 242 7.060.3 196
[7ZA 462 | SIMON PROPERTYBROUP indicnapals, nd. * 5,435.2 3.2 1,8388 123 0.6 31,1036 181 4,3104 285
[ETZN 458 WESTERN UNION Englewaod, Colo. 54228  [11] 2532 368 [69.8) 94196 356 802.2 436
- KEYCORP Clevelond, Ohio 5422.0° 194 7910 230 (288) | 13B453.0 54 15,240.0 102
ITT 445 DELEKUS HOLDINGS Brentwood, Tenn. 54142%  [6.0] (1537) 448  (892.3) 2,9851 474 991.9 429
25 467 B00ZALLEN HAMILTON HOLDING McLean, Va.® 54057 25 2041 358 265 30102 473 408.5 483
EIF) - CHEMOURS Wilmington, Del, * 5,400.0 - 7D, 4350 | Lae 68,0600 422 1000 475
[ETEN 473 WESTERN & SOUTHERN FINANCIALGROUP Gincinnatl, Ohia 5,398.4 0.8 pa12 374 [47.2] 43,8307 140 5,104.2 247
FTTN 453 CELANESE irving; Texos 53890  [50) 9000 210 1961 83570 376 2,588.0 344
RN 5o WINOSTREAM HOLDINGS Little Rock, Ark. 53870  (6.5] [383.5) 463 (1,499.6) 11,7700 322 170.0 474
[[ITH 60 SEABOARD Merriam, Kans. 5,379.0 (3.8] 3120 354 825 47550 447 3,162.0 301
ITZA 477 ESSENDANT Deerfield, fil 5,369.0 01 538 428 = 21635 480 781.1 444
388 APACHE Houstan, Texos 53540 (195 | (14050] uge £ 29,5190 223 6,238.0 217
uau MRGAS Radnar, Po. % 5,313.8 0.2 3375 345 (8.3] 51350 420 2,045.3 369
[T 467  KELLYSERVICES Troy, Mich, 52768 (4.4] 1208 411 124S 20281 454 1.012.0 4eg
491 LIBERTY MEDIA Englewond, Calo, ** 52760  10.0 BBO0 251 9825 31,3770 180 11,756.0 135
FEEN 430 ROCKWELLCOLLINS Cedar Ropids, lowa @ 52590 (0.1 7280 240 61 77070 388 2,078.0 367
483 ROBERTHALF INTERNATIONAL Menlo Park. Calif, 5,250.4 3.1 3434 342 (4.0 17780 485 1,086.6 4ey
(TN 478 CHEMHILL Englewaod, Colo. . ° 52358 (23] 150 433 (813 26705 481 5467 458
T3 4ss BIGLOTS Columbus, Ohio® 5,200.4 D.2 1528 ‘403 70 16077 4a8 650.6 450
PETH - MICHRELSEOS. irving, Texos: 5,197.3 58 3782 330 42 21476 491 (1,698.4) - 491
EEZH - TOLLBROTHERS Horshom, Po. ' 51695 238 3821 329 5.2 97368 352 4,229.3 290
- YAHDO Sunnyvale, Calif 5,169.1 40 [214.3) 456 = 48,0831 126 31,049.3 4g
[TTH - VISTRAENERGY. Dofias, Texas ™ 5,164.0 = = 15,1670 293 £,597.0 209
[T 485 ABMINDUSTRIES New vork. N1 51447  [28] 572 427  [25.0] 22812 488 874.0 430
TOTALS 12,055,860.2 889,953.9 40,194,664.6 5,820,064.2

DEFINITIONS, EXPLANATIONS, AND FOOTNOTES ARE DN PAGE F-32




MARKET
VALUE
3/31/17

$millions
10,5611
17,2941
408.0
23,7916
8,645.7
8,542.8
6,910.2
33,804.5
13.622.5
8,828.6
10,147.5
6,835.5
4,331.8
18,985.8
4,393.4
5.443.8
11,3393
10,957.5
241.1
24,7414
13,794.4
1,458.1
8,770.0
3,158.1
11,9112
53,732.1
9,691.4
19,238.2
1,504.0
5,306.9

7.080.2

12,643.0
1,037.9
4,880.8

567.7

19,547.2

B36.0

13,054.7

12,711.3
6.240.3
2.180.2
4,229.3
58718

44,390.6
5,968.3
24275

18,421,510.0

Rank

467

3585

HBY

113
353
430

PROFITS AS % OF ...
Revenues Assets
% Rank % Rank
9.8 151 47 713

112 120 143 32
[11) 448  [11) 454
23.0 32 11 3B1
85 179 84 a7
B4 239 3.4 PEE
89 pe2 51 199
372 10 243 5
81 187 1.8 356
108 128 6.2 152
74 208 3.6 258
38 310 B4 98
g2 244 39 248
yq.7 5 211 g
34 333 53 183
(0.a] 439  (0.0] 438
41 298 23 332
9.6 155 17 359
[0.0] 438  [0.1] 44D
169 S8 95 72
133 81 87 141
1.5 395 38 252
58 250 48 208
7.5 200 18 353
108 131 29 292
338 12 59 164
47 281 27 305
48 78 0.6 413
[2.8] 461 (5.1] 484
54 260 9.8 &6
01 435 01 434
45 286 06 4is
187 B2 108 S5
[71) 478  (3.3) 474
58 251 BB 145
12 408 3.0 287
(26.2] 491  (B.2) 48S
64 241 55 183
23 383 60 159
128 95 2.2 aul
138 82 g4 M
§5 235 183 13
03 432  #06® 416
29 348 95 73
73212 178 17
74 209 3.9 248
(41) 457  [0M]) 447
11 413 2.5 319

Stockholders®

%
34.3
218.2
8.0
189
128
10.2
324.0
54
85.8
115
114
67.7
130
(0:2)
il
10.8
(0.4]
36.6
108
139
132
12:6
8.4
42.7
28.1
5.2
[15.5)
72.0
7.0
47
34.8
[225.5)
9.8
8.2
[22.5]
16.5
11.8
5.8
35.0
316
2.8
235
9.0
[0.7]

5.9

equity

Rank
63
8

340
156
240
282
4
383
17
262

268

24
229
423
342
280
425

52
277
257
221
245
331

43

g2
387
452

19
355
392

58
475
248
336
458
182
254
275

57

73
414
115

316
428

373

EARNINGS PER SHARE

2016
§

645
4,82
(0.:82]
778
6.55
2.08
341
7.94
3127
5,53
2,32
3.01
3.08
37
191
(0.02)
077
3.85
[0.05]
415
1.02
232
D.92
2.08
355
587
051
0.80
(2.49)
194
0.04
6.18
(8.11)
266.50
173
(371)
454
3.08
5,51
267
0.03
3.38
182
218
(0.23]

1.0

%
changde
from
2015

5.3
126
8.4
189
30.0
222
88.6

[25.1)
75
12,6
513
17.9
1944

[(24.7)

{56.0]
6.4
[108.9]
38.8
378
17.2
[14.8]
(16.5)
(7.3)
[0.2]
(68.5)
(23.8)
(878.1)
278

209.0
[1.812.:5]
B2.0

(6:4)
1216
74

(0.7)

[98.9)
186
5.8
107

[24.1)

2006-2016
annual
growthrate
% Rank
12.1 65
a4 164
05 250
14.9 45
B.6 144
127 55
[2.3] =285
wmda 47
58 154
ara q
2.8 210
11 238
70 131
126 56
[37) @292
38 1495
{5.0) 301
192 25
[3.8) 233
104 g
(8.1 313
[11.0] 330
101 @8
27 217
[1.9) @281
112 74
58 155
73 129
49 17
[30.7) 328
118 72
[6.3] 309
{6.0] 307

TOTALRETURNTO INVESTORS

2016
%

455

(3.0)
225
32.0
325
396
118
105
24
8.1
310
a76
53
40.4

(73]
54.3
36.8
214

1)

16.2
294
61.0
65

(9.1)
317

5.5
25.2
42.1
15
192
3167

193
231
36.5

{34.4)
455

439

20
57

32,86

(75)

{6.9)
163

46.2

Rank
agy
175
109
105

67
262
270

178

308

B

353
317

103
40g

222

HB8

2006-2016
annual

rate

%  Rank
15.3 48
97 146
57 268
15.7 4y
13.0 79
61 260
74 223
65 248
1300 117
104 130
43 P91
26 318
87 178
{04 350
104 133
15.0 4g
05  3u5
78 207
63 254
24.8 8
101 139
102 138
16 331
7] 376
128 8
[2.0] 386
86 183
[0.2) 348
o5 a4
[11] 358
57 27
47 28l
87 177
(04) 351
42 294
86 179

FORTUNE 500

Industry

table RANK
number 2018
I 52 |
CEIN 153 |
T s |
S 5|
LI 56 |
17
-
i s |
I 150
31 - [
u
YA 153 |
LI |
u 03
89
GO ic7
10
ss
I 470 |
B 471
53
67 B
70 B0
38
38
523 77
20 D
:
4 A
CCI 451 |
¢ 3
s 83
:
I s |
23 4gs
YA 457
43
66 LG
80
I o1 |
= E3
I 03 |
S 454
st B3
se D
30
39
17 B3
15 B
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THE LISTS WHO'S DN TOP BY SEETOR

NKED WITHIN INDUSTRIES

WEB-CENTRIC TECHNOLOGY COMPANIES CONTINUED TO MAKE BIG STRIDES, WITH FACEBOOK CRACKING THETOP
100 [ATND. 98] FOR THE FIRST TIME AND AMAZON JUMPING INTO THE TOP 15 (AT NO. 12]. FINANCIALS GREW FROM
ATOTAL OF 79 COMPANIES TD 84, WHICH TOGETHER EARNED MORE THAN $228 BILLION IN PROFITS LAST YEAR.

NUMBER OF FORTUNE 500 COMPANIES IN EACH SECTOR

FINANCIALS

RETAILING WHOLESALERS === i =
: BUSiNiﬁS
/| BERVICES

47 COMPANIES 20
e ~ CHEMICALS ENGINEERING,
TECHNOLOGY GOt FGNSTRUCTION.

84 COMPANIES ) A i3

ENERY MATERIALS

43 COMPANIES

HEALTH CARE
18

- TRANSPORTATION

57 COMPANIES
38 COMPANIES

REVENUES | PROFITS - | PROFITS  stock: REVENUES | PROFITS | PROFITS:  Stock-
AS % OF.. hﬂldg[s' AS % OF.. hg[d.grg'
INDUSTRY ND. Revenues  equity INDUSTRYND. Revenues equity
RANK 500 rank $mil. | Smil. Rank | % Rank % Rank RANK 500 rank $mil. | $mil. Rank | % Rank = % Rank
1 ADVERTISING, MARKETIN 3 AIRLINES 8
N oMnicom GROUP 179]  15417| 1143 1| 7 2 53 1| o [WEM AMERICANARUNESGROUP 67| 40180 2676 2| 7 5 71 1
B3 nreRpuBLICEROUP 345 7847| 808 2] 8 1 30 @ Pl DELTAAIRLINES 71f  3963a| 4373 1|11 3 38 @
5 N o 23,264 1,757 UNITEDCONTINENTALHOLOINGS 63|  36,556| 2263 3| 6 6 26 5
& SOUTHWEST AIRLINES 198  2042s| 2eun  4afl11 4 27 u
s ; | 5 REETETITE 403 6632 758 6|11 2 13 &
B 2 AERDSPACE AND DEFENSE 12 COMPANIES BCH uaskaAIRGROUP 438 5091 814 s[14 1 28 3|
3 1 [0 o4  gus71| upes 3| s11 ses 1| [ ol 149,383 13.129
7 BN UNITEDTECHNOLDBIES 50 57.244] 5055 2| s 5 18 9| [N e 28,481 2,254 11 27
= E LOCKHEED MARTIN 56|  s0gs8| 5302 1|10 2 351 2
= BENERALDYNAMICS 90| 81,353| 2955 4| 8 3 27 B ,
= ﬂ NORTHROP GRUMMAK 114 24508) 2200 6| 8 5 42 3 4 APPAREL =
e RAYTHEON 16| 2u069| Ho11 5| 9 4 22 8| [EY wke 32,376 if12 1 31 2
= TEXTRON 200 13788] 92 7] 7 8 17 iw| EEAw 12207| 1,074 2| 8 3 22 3
= Ll ARCONIC 228 12,304| (941) 12| (812 qu8) 1z | [N P B203| 549 3| 7 4 11 4
% . L3 TECHNOLOGIES 27| 10597 710 8| 710 18 11| [ RateHLAGREN 7405| 386 5| 5 5 11 5
z PN HUNTINGTON INBALLS INDUSTRIES 380 7088 573 10| 8 7 35 5| [N WANESERANS _ 6oe3| 533 4| s ¢ 4g 1|
E SEH SPIRITAEROSYSTEMS HOLDINGS 353 6793| ara 11| 7 8 24 7 B6,254 6,318
o RN nockwecouws  use 5259 7e8 8|1 1 35 4 -_ 8,209 549 [ 22
B o B 338,302 25,120
= I oo 18,928 1,581 B 28
L]
o
s I e R . T T e




REVENUES | PROFITS | PROFITS  Stock:
AS % OF . holders'
INDUSTRY ND Revenues  equity INDUSTRY NO.
RANK 500rank §mil. | $mil Rank | % Rank % Rank |  RANK 500 rank
. BETH GANKOFNY.MELLONCORP. 177
5 AUTOMOTIVE RETAILING, SERVICES 9 PR ous
BN sunonation 179 21608 43 2| 2 4 19 6| [JEEH STATESTREETCORP. 271
BE3 eewskeavroMonivesRouP  1u2| 20343 343 3| 2 6 20 5 | [EEN DISCOVER FINANCIALSERVICES 277
BN canmax 174 15833 e23 1| 4 1 21 4| BTN SUNTRUSTBANKS 303
R sroupy auTomonIve 251 1osee| 1wz 7| 1 7 18 7 FC0 FIFTH THIRD BANCORP 388
B sowicauTomoive 287 9732 83 8| 1 8 13 &8 ECH REGIONS FINANCIAL 436
I HERTZGLOBALHDLOINGS 236 9480 (491) 5| (s) 8 (48] 8 FEl CITIZENSFINANCIALGROUP 451
BER urHiAMOTORS 318 8678| 197 4| 2 3 22 3 Tl WSTBANKCORP. 455
B svis puoeer snoue 319 8659| 163 6| 2 5 74 1 BTl rercore 478
BN sssurvautomorvesrowe  410)  eses| 167 5| 3 2 eo 2 | [N o
| R 111,548 1673 | I
| HE 9732 167 2 20

BEVERAGES 3COMP

COCA-COLA ik 41,863 | B,527 2 2
CONSTELLATIONBRANDS 408 gsus| 1055 2|18 1 16 3
ORPEPPERSNAPPLEGROUP 416 gado| 847 3|13 3 4o 1
e e 1255

2 COMPANIES

BUILDERSFIRSTSIURCE 421 6367| 144 2| 2 2 47 1
OWENS CORNING 158 5,877 383 i) ST ISR
TOTAL 12,644 537

WS 00w CHEMICAL 48,158 4, 8 10
| 2 [T 113 eus94f 2513 2|10 3 25 B
BEN Pr6 NOUSTRIES 183 15178 877 8| 510 18 =8
BN vonsanto e04| 13502 1,336 10 4 23 4
B oo 211 13,153 D 18 9
BN suerwiN-WiLLMs 236| 11,856 | 11833 0 1
PRAXAIR 275|  10,534| 1,500 30 3
R nonTsmAN 289 9,657 25 5
ﬁ AIRPRODUCTS 6 CHEMICALS 294 9,524 8 1
EASTMAN CHEMICAL 309 9,008 | 18 7
| 11 JTHIG 377 7,183 | 3 13
| 12 [ 457 5,551 | (0] 14
BEH cuemouss 482 5,400 7 12
BT ceuanese 4B 5,389 35 P
B o 188,866
| [ T 10,095 888 g 18

Pl IPMORGAN CHASESCO. 21|  10s486|24733 1|23 3 10 s
Emusmsu 25 9417621938 2|23 4 11 3
BANKOF AMERICA CORP, 25 gage2| 17906 3|18 14 7 1B
B3 cinroue 0| eea3es|14912 41816 7 17
B3 MoroansTanLEy 76 a7949| 5878 6|16 17 B 14
(8 G0LOMAN SACHS GROUP 78 a7712| 7398 s|eo12 8 39
EB CAPITALONE FINANCIAL 100 27519| 3751 91413 8 13
WY 0. aancore 125 po,7uu| sg8e 7|26 1 12 B
[0 PNCFINANCIALSVES. 6ROUP 186 16423 3903 8|24 2 3 8§

XERDX
WESTERN DIGITAL
NETAPP
T0TAL

FORTUNE 500

REVENUES | PROFITS | PROFITS  Stocks
AS % OF... holders'
Revenues  equity
§mil. Smil: Rank | % Rank % Rank
156683| 8547 10|23 8 9 7
11,538 2426 11|21 8 B 10
10.635| 2143 13|2011 10 4
10497 | 2383 12]23 5 21 1
g161| 1878 14|2110 B 11
g8as| 1564 15|23 7 10
5967| 1163 17|1913 7 15
5763 | 1045 181815 5 18
5722| 1,315 16|23 5 8 12
su22| 791 181518 5 18
~ 805,334 124,873
15683 8,547 21 B

BEY wickosor 28] 8532016798 120 4 23 2
B oracie a1 37047| 830 2|e4 2 13 3
BER sALESFORCE.COM 326 Base| 180 6| 2 8 2 &
I scrivision BLzzARD 406 6.608| 866 5|15 5 11 5
BN sooeesysTems 443 sesd| 1168 4|20 3 16 4
BER stmanrec 4g5 5568| 2488 3|us 1 BB 1
o B 148,789 30,501 F
| NE 7.500 1,828 20 17

A 0ELLTECHNOLDGIES

El v 61 5 2 -
B0 e 4ng 4 3 18 2
B o 335,226 45,781 =53]
| EE 56,522 1,383 5 )
CATERFILLAR 38,537 5 5
| 2 [ 05| e2664d4| 1524 1| B 1 23 1
| 2 0 1 17033 see 2| 3 3 8 3
Bl NAVISTAR INTERNATIONAL 8l1l| (97 s| w6 -
| 5 W 711 180 4| 2 4 & 4
B osnkosk gerg| 2168 3| 3 2 11 @
|7 REE seal| [178) 7| (3 7 (12) &
o 108,858 2082 )
B oo 8111 160 2 7

14 DIVERSIFIED FINANCIALS 12COMPANIES

B Fanniemae
IR rreoniemac

I AMERICAN EXPRESS

107,162

12,313
7,815
5,408

12 4
16 1

£TI02 'ST ANNT

O3HONNH IAI4d INDLYDY |
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THE LISTS WHD'S ON TOP BY SECTOR

REVENUES | PROFITS | PROFITS  Stack-
AS % OF ... holders’
INDUSTRY ND. Revenues  equity
RANK 500 rank S mil. $mil. Rank | % Rank % Rank
0 (catNENTERPRISES 188 16,348 | (1128) 12| [7)12 (52) 12
B sYNCHRONY FINANCIAL i8s| 15128 2251 4|15 2 16 &
BN inTLFesToN 83| 14,755 | 010 13 7
A VARSHE MCLENNAN o1l 13211 5|13 3 28 3
BN AMERIPRISEFINANCIAL 239 11,735 A B2
IR Leucania NATIONAL es2| 10875 I g
TN vorarinanciaL 268 10,782 M1 @
| 11 WG 286 9,835 1357 73 g
[T ARTHURJ. GALLAGHER 462| 5595 A e L
| E i 314,308 30,878
| 13,983 1,181 1 19

| 1 W

192 14,416

2

BB automaTiCOATAPROCESSING 40| 11668 1,483 1)13 1 83 1t
IR asmnousTRIES 500 sws| s7 3|13 s 3
31,228 1,838 By

B o

¢ 8 HOMEYWELLINTERNATIONAL 73 39,302
| 2 WL 137 20,718 5
EMERSON ELECTRIC 139 20,268 22 3
CORNING 298 9,390 21 4
HARMANINTL.INDUSTRIES 386 6,912 196
ROCKWELL AUTOMATION 44z s880| 7 a7 1
TOTAL 102468 12018
MEBIAN 2 14,828 1,282 10 21

27,016 A 5
NRG ENERGY 223l  12351| (774) 6| (6) 6 (38) 6
NELENERGY PARTNERS 237 11,792 (199) 4|2 4 po s
WILLIAMS 367 7499 @emy 5| (6) 5 9y 4
CALPINE 400 6716 82 3| 12 3 3
16! 457 5688 385 1| 68 1 13 1
VISTRAENERGY 499 sied| - -
T0TAL 78174 [814) =

7488 [53] I2T] (3]

18,037 3 =8 3
E AECOM 161 17,411 AE. e
JACOBSENGINEERINGBROUP 253| 10,984 ] 2 s
BN perer KiEwiTSONS' 3e4 8,573 T
BB noanmasenvices 355 7651| 198 sie A
BN emcorsrou 360 7,552 I T
|7 I 494 5236 07 3
TOTAL 76,424 1,379
MEDIAN B.573 198 RN

INDUSTRY ND,
RANK

REVENUES | PROFITS | PROFITS  Stock-
AS % OF ... holders’
Revenues  equity
500 rank Smil, Smil. Rank | % Rank % Rank
19 ENTERTAINMENT Scomp

W WALT DISHEY 5 55,632 2 4
| 2 RIET 85 29,318 el1a 3 16 &
TWENTY-FIRSTCENTURYFOX 101 27.326| 2755 3|10 5 20 5
£8S 193 14386 1261 5| 8 7 38 1
VIACOM 204 12488 | 1438 4|12 s 34 @
LIVENATION ENTERTAINMENT 330 8,355 3 8los o 8
QISCOVERY COMMUNICATIONS 412 B4g7| 1184 5|18 1 23 3

IHEARTMEDIA 428 6.274| (298) 9|5 8 -
LIBERTY MEDIA 451 s276| 80 7|13 4 8 7
WAL 165,552 20,352 )|
MEDIAN 12,488 1,261 12 2100

FINANCIAL DATA SERVICES sc

OMPANIES

4 VisA 167| 15082 5981 1|40 1 18 7
B rirstoan 42|  11584| weo g 4 8 34 4
E PAYPAL HOLDINGS ee4) 10842 1401 4|13 5 10 B

MASTERCARD 267|  10.776| 4058 2|3 2 72 2
BER roeurywaTLinro.sves, 01 9241| 568 G| 6 7 6 8
B oacemnstsiens 378 7138 518 7| 7 6 @1 5
|7 BT 4sg seei| 2106 a|s7 3 sen 1
BN FistRy 471 ss05) sa0  s5f17 4 a7 3
B 478 5423 253 G| s 8 28 &
[ | "~ p12s52 1se44
- 9_.2'11_1 930 13 31

0 ALGREENSBODTSALLANCE 17| 1173s51] 4178 1] 4 2 14 5
| 2 WA 18|  115337| 1875 3| 2 4 29 1
IED auserisons cos. 49 s8734| (s02) 7| (1) 7 (31 B
B8 pusux 8s| sueri| 2026 2| B 1 15 4
| s E0E a1 30737 185 6| 1 & 28 @
| & I 158 17523 178 5| 1 5 -
IREN wHoLE Fooos MARKET 176 15724 507 4| 3 3 16 3

T : T
= MEDIAN 3427 507 2 15

22

by pepsico 4a|  e2799| B328 1|10 3 57 @
| 2 WG 106]  26487| 3632 4 1 B 11
BED wowoeieztenaionat 08|  2s923| 1658 4| B 8 7 1
0 cencraLmiLLs 165  16563| 1697 3|10 2 3 s
B connsra RANDS 197 14134| (677) 13| (5313 (18) 13
BN cawootakes 209 13233| 245 10| 210 13 B
KELLOGG 216  13014| 894 7| 5 o 3 4
B normeLFonos 295 9523] 890 5| 9 5 20 6
BN cameseilsoue 339 7961 s63 8| 7 7 a7 3
[ 10 BTG 345 7811 s8s 6| 3 5 10 ¢
[ 11 WHTETIR 351 7710 120 11| 211 20 7
BT hersher 369 7440 720 6|0 4 s 1
| 13 RUITHEIN up7 8175| [229) 12| ()12 (9) 12
oAl 218,774 16,332
| MEDIAN 13,014 694 7 20 |




REVENUES | PROFITS | PROFITS  Stack-
AS % OF... holders'
INBUSTRY ND. Revenues  equity
RANK 500rank §mil §mil. Rank | % Rank % Rank
23 FODDPRODUCTION
BN rcHERDANELSMIOLAND 45| 62.346| 1879 2| 2 4 7 4
| 2 RIHTEITY B2 sseal| 1768 1| 5 3 18 2
Bl o o3| s0347| 424 4]l 1 5 5 5
D (ncREDION 458 s7o4| 485 3| 9 1 18 1
) seasoare 5|  sa7e| @12 5[ 8 2 10 3|
B o 100,657 4,268
| I 30,347 485 5 10

24  FOOD SERVICES

N McoonaLo's
3 starsucks

DARDEN RESTAURARTS
fUMEHINAHOLDINGS
VUM BRANDS

TOTAL

B oo

5 COMPANIES

112 24,622 | 2 =
w1 21,318 13 3 48 1
385 6,934 s 5 19 3
399 B752| | 7 4 2 2
422 Y 25 = g
65,869 10,000
5934 1618 13

Pl WAL-MARTSTORES i| ussezafisess 1| a3 3 18 4
LOSTCD WHOLESALE 16| 118719[ 2350 3| 2 7 18 3
TARGET 38| egues| 2797 2| 4 1 25 2
MALY'S 110 25778 ®B18 4| 2 5 14 5

I sears HoLDINGS 127| eziss|[2221) 9|20y 3 -

B rons 150 18686 556 5| @ 2 11 B
NORDSTROM 18| 14757| 354 6| 2 6 41 1
BN oo openney 21| 12547 1 gl o8 @ 8
B ouuros wpf  eus| 168 7] 3 4 10 7
o 774,411 18,208 oL
- Mc'\thN 22,138 ___Ssh 2 16

IS UNITEOHEALTH BROUP

| 2 RO
Bl i

B rumana
BN cenene

43
54
B6
71
1568
1”5

184840| 7017 1| 4 2 18 1
gupea| 2470 2| 3 4 10 5
63155| 2271 3| 4 3 13 3
s437a| 6w s| 1 7 B 7
ap721| se2 B[ 1 6 10 6
39,668| 1,867 4| 5 2
17,782 i
1237| 242 7| 2 5 12 4

489,45 15085 L
47,550 1,241 2 11

B 63 4y.747| 2. 1| B
FH COMMUNITY HEALTH SYSTEMS 130 e1a74| (L721) 8| (8) 7(107) B
B0 TENETHEALTHARE 134 21070 [182) 6| (1 5 [48] 4
Ll DAITA 181 15196| 880 2| 6 3 18 1
E0 UNIVERSALREALTH SERVIEES 2786 10508 702 3| 7 1 15 =2
J UIFEPOINT HEALTH 374 724 122 4 2 4 & 3
A KINORED HEALTHCARE 376 7227| (664) 7| (9 8 (82) 5
[ SENESIS HEALTHOARE ssa|  s7a2| (e4) 5| (u 6
THTAL = 133,128 1,953 -
MERIAN 12852 29 o [20)

FORTUNE 500

REVENUES | PROFITS PROFITS  Stock-

AS%OF... hn1dgrg'

INDUSTRY HO. Revenues  equity

RANK 500rank §mil. $mil. Rank | % Rank % Rank

28 HEALTH CARE: PHARMACY AND OTHER SERVICES

|1 [N 7| 77ses| 5317 1 3 4 1 2

EXPRESSSCRIPTSHOLOING 22| 100,288 3404 2| 3 3 21 1

LAB.CORP. OF AMERICA 290 9642| 732 3| 8 2 13 4

QUEST DIAGNDSTICS 366 7515| e4s 4 9 1 14 3

| QUINTILES IMS HOLOINGS 330 B878| 115 5| 2 5 1 S
T0TAL 301,848 10,214 )
BIAN 9,842 732 3 14

B0 neweLLBRANDS 3 i 3

D STANLEY BLACK 8 DECKER 965 1 2 2

EN MoHAWKINDUSTRIES 930 2|10 1 16 1

B v ~ 37 357] a1 4]l 73 - |

B o 4,887 2,914 —— i
MEDIAN 10,183 728 8

N 0.8 HORTON 12,157 | 7

| 2 R - 10,950 8

BN ruresnoup 353 7,668 8 2 13 4
BT cALATLANTIC BROUP B.477 7 3 12 §
| s [T 5,835 7 6 38
D rovusRoTHERS 5,170 7 4 8 6
B o 4B;257 3,693

| I 7,073 544 7 13

MARRIOTTINTERMATIONAL ~ 1B3

HILTON WORLOWIDE HOLOINGS 241 11663 348 5| 3 5 6 S
EHS‘IEE‘SSHHS 249 11,410| 1.670 15 1 27

MGM RESIRTS INTERNATIONAL 297 g4ss| 1100 2|12 2 18 3
E_munumwnmwms 48l sse9| 611 4|11 3 86 1
[ 55198 4510
T 11,410 780 1 18

W PROCTER B GAMBLE 7172610508 1

IR KIMBERLY-CLARK 18,202| 2166 3[12 3 -
[ER cousATe-pALMOLIVE 15195 2441 2|18 1 -
BN esté Launer 11262 1115 4|10 5 3 2
| s ELE gaoa| @ss) 7| (3 7 (31 4
[BCE wvonprooucTs 5853 [(108) 6| (&6 -
TR 5761 | 5|1 4 218 1
| K 134,402 18,571

B oo - 11,262 1118 1 25

33 INDUSTRIAL MACHINERY SC
BN cencoat ELecTRIC

R cummins

N (LLinois To0L WORKS

i3
159
202

126,661
17,508 1.
13,599

48 1
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THE LISTS WHO'S ON TDP 8Y SECTOR
REVENUES' | PROFITS

INDUSTRY ND.

RANK 500rank 5 mil. Smil. Rank

I PARKER-HANNIFIN 251 11,361 807 4

3 oo 392|  B794| 508 5|

B e 13,589 1,394

PROFITS  Stock-
AS % OF... holders'
Revenues  equity
| % Rank % Rank
4 18 3
SRR
7 T

34

INFORMATION TECHNOLOGY SERVICES 7 COMPANIES

BN nsusinessmachines 32| 7991811, 1 1 2

BEH KEWLETTPACKARDENTERPRISE 58|  soe3| 3161 2| 5 3 10 6
cow 19|  139s2| 424 4| 3 7 a3
COGMIZANTTECKNOLOSY ~ 208|  134e7| 1558 3|12 2 14 4
LOMPUTER SEIENCES 7106 251 E| 4 5 12 §
LEIDOS HOLDINGS 7003 2u4 7| 3 8 8 7
| BODZALLEN HAMILTON | 5] s 4 72 3
TOTAL
MEDIAN 13,487 42y ] 14

35

Pl NEW YORKLIFEINSURANCE 40787 1088 3| 3 5 5 3
BN MASSATHUSETTS MUTUALLIFE az7e8| 1274 2| 3 4 & 1
| 3 RilTN 37105 1492 1| 4 3 4 s
IBEE NORTHWESTERN MUTUAL 28799| 818 4| 3 5 4 7
I GUARDIAN LIFEOF AMERICA 12918 284 6| 2 7 4 5
IC THRIVENT FINANCIAL® B777| 5B mifi7 ot LB Z
R WesTERN 5 SOUTHERN 5398 241 7| 4 2 5 4
B o fa_a0 171,574 5,785 i
| G 28,793 818 3 5

“See note 16, page 32,

63476 800 7] 1 8 1 s
PRUOERTIAL FINANCIAL 48| s8773| 4388 1| 7 8 10 5
Bl 15| 22558| 2858 2|12 1 13 1
LINCDLN NATIONAL 207 13330 1,082 4| 8 4 8 &
PRINCIPAL FINANCIAL 227 12,304] 1917 a|11 2 13 =@
REINSURANCE GROUP 245 1,522 701 8| 8 7 10 4
UNUM GROUP 258 11047/ 931 5| 8 5 10 3
PACIFIC LIFE* 302 9163 824 53 7 7
GENWIRTH FINANCIAL 329 B3Ba| (277) 10| [3J10 (2} 10
[0 MUTUALOF IMAHA® 42| 7898 3857 9| s 8 6 8
oL 218,543 12,872 y
MEDIAN 11,958 878 8 g Dl

STATEFARM INSURANCECDS. 33
NATIDNWIDE 68
FARMERS INSURANCE EXCHANGE 222
ERIEINSURANCE GROUP 382

§
[ 5]
B o

AUTO-OWNERS INSURANCE  388|

76,132
40,074
12,513

7.016

8775

142,510

B veoiaw

12,513

3 2
@ s ™
1 3

REVENUES | PROFITS | PROFITS  stocke
AS % OF... holders'
INDUSTRY NO Revenues  equity
RANK 500 rank $mil.| $mil. Rank | % Rank % Rank
BN AMERICAN INTERNATIONALGROUP 55 52,367| (849) 20| (2)20 (1) 20
BEN useRTYMUTUALINS.GROUP* 75|  38,308| 1008 6| 318 5 17
B0 s 84| 96534| 1877 3| 514 8 10
BN TRaveLers cos. gal  e7e2s| g0 2|11 1 13 3
BN UNTEDSVES.AUTO.ASSN* 102 ezie1| 1778 4| 712 & 13
BEA erocREssive 120  esaur| 1031 5| 417 13 4
BN mmveoROEMANCIALSERVICES 153| 18,300 s 7| 516 5 16
LOEWS e13| 1310s| 854 8| 515 4 13
E FIELTYNATIONALFINANCIAL 293 @554| 850 s| 711 11 8
AMERICAN FAMILY INS. GROUP* 315 BBes| 326 15| 418 4 18
E W.A. BERKLEY 354 7654 602 11| 8 7 12 6
ASSURANT 361 7532 565 13| 8 3 14 1
Enufﬂlmnmmmnuur 411 Bu98| 843 10|10 4 13 2
BTl suishany 428 6131| 457 15| 710 & 14
BETH 0LOREPUBLICINTERNATIONAL 439 se01| 467 19| 8 5 10 3
MARKEL 480 5612| 456 16| 8 5 5 15
[N FIRSTAMERICANFINANCIAL 454 5576 34a 18| 613 11 7
BECD AMIRUSTEINANCIALSERVICES 475|  s4s0| 411 17| 8 8 13 5
T CiNCINNATIFINANCIAL 476 saes| se1 12|11 2 8 12
B o 534601 38,998
B venis 8191 525 7 g
“Seenotals, page F-32.
9 INTERNET SERVICES AND RETAILING 9 COMPANIES
R wwazoncom 12| 1as987| 2971 4 2 8 12 &
|2 RIULG 27| eoere|igdze 1|22 3 14 s
BED racesook 58 2763810217 2|37 2 17 4
B0 rriceune croup e68|  10743| 2135 5|20 4 22 2
A senty INTERACTIVE 58|  10847| 1235 (12 5 18 3
| o [ 310 8.979| 7286 3|81 1 69 1
| 7 B 314 B831| 187 8| 2 7 7 7
B3 ceion 317 8774| 282 7| a6 7 @
BER oo 4s8]  sae9) (214) 8| (4 8 (1) ¢
B o 307,038 42,956 - '
| HEI 10647 2,135 12 14

YW uwire paRCELSERVICE 46

| 2 [T

TOTAL

60,906

50,385

111,271

41

t% ABBOTTLABDRATORIES
BECTON DICKINSON

30

225

STRYKER 252
BAXTER INTERNATIONAL 281
BOSTON SCIENTIFIC 327

ZIMMER BIOMET HOLDINGS
7 AT

352

434

10,163

o T A

4 B 4 13 4

2|15 2 17 2

1|43 1 e 2

D | A s

506 7 4 7 .8 3

734 | (B I IB 3

= E
976 8 13




REVENUES | PROFITS | PROFITS  stack
AS % OF ... holders'
INDUSTRY ND. Reévenues  equity
RANK 500 rank Smil. Smil. Rank | % Rank % Rank
BER unireosnares stet p7a|  10281| (4o} &| (W) s (19 s
| 3 N 300 9318 [400) 5| (4 6 [7) 4
N REUIANCESTEELGALUMINGM 320 813 304 3| 4 3 7 3
B steeLovhamics 347 7777| 82 2| 5 1 13
B axsTeEL HoLDING 4 5,883 8 4@ 4 -
B o Foi 59,060 835
B e 8,966 148 2 7

BN econmosi 4 eospoul 7840 1| 4 1 5 7
CONDCOPHILLIPS 115 24,360 (3615) 7|15} 4 [10) 4 R cHEvRoN 19| 107567 [e7) 10| (@) & (0] B
FREEPORT-MCMORAN 175 15,788 | (4,154) B8 |[26) G (63) B | 2 IIHE 34| 7239| 1555 3| 2 4 7 8
DEVON ENERGY 231 12197| (3.302) 6 |(27) 7 [56) 7 Il vaLERD ENERGY 37 70166 2288 2| 3 2 11 @2
OCCIDENTAL PETROLEUM 278 10,398 (s74) 1| (8] 1t (3 1 B MARATHON PETROLEUM 51 s5858| 1,174 4| 2 5 8 3
NEWMONT MINING 328 8379| (27] 2| [m 2 (8 2 Y vesoro 117 2n00s| 734 5| 3 3 13 1
CHESAPEAKE ENERBY 343 7872| wuo1) 9|se) 3 - PAFENERGY 172 159200 171 6| 1 7 8 4
ANADARKE PETROLEUM 344 7869| (3,071) 5|(39) B (25) B I nouLrRoNTIER 274 10536| (260) 8| (2 9 (8] 9
£0G RESOURLES 356 7651| (1.097) 3|py) 3 (8] 3 R WESTERN REFINING 348 7783 125 7| 2 & 7 5§
APACHE 4gg 5,354 | (1,405) 4 |(26) 5 [28) 5 DELEKUIS HOLOINGS 480 sdw| [(s4] 8| (3110 [16) 10
TOTAL _ es@ss [2248) | E_"_ " S7nel0 12877 i
MEDIAN 83?9 [3.071] [26] [16] - 38,932 452 2 7 £

FORTUNE 500

REVENUES | PROFITS | PROFITS ° Stock-

AS % OF ... holders'

INDUSTRY NO, Revenues  equity

RANK 500rank §mil. §mil, Rank | % Rank % Rank

IBCE owens-IlLnois 401 g702| =208 8| 3 7 82 3

BERRY GLOBALGROUP 413 6489 23 7| 4 & 108 2

IBCH AVERYDENNISON 430 6087 321 5| 5 4 35 5

[BECE PACKAGING CORP.OFAMERIA 450 5779| 40 4| 8 1 26 &

o 84,964 2,968 RIS~
I 8778 321 i 88

GENERALMOTORS 166,380| 94927 1| 8 3 22 5
FORD MOTOR 1| 151800 4598 2| 3 7 18 B
LEAR 151 18558| 975 4| 5 5 32 3
BO0DYEARTIRE 184 15a58| 1268 3| 8 2 28 4
AUTOLIY 283 1w0074| s67 5| 8 4 15 7
BORGWARNER 305 g071] 113 8| 1 8 4 &
322 ssea| =83 7| 4 8 B2 1
383 7000| (675) 8f[10) 9 (14) 9
447 seos| e40 5|11 1 55 @
~ 382485 17,276
i ~ 10074 BAD 5 22

0 CISCOSYSTEMS so| agear|10738  1]ee 1 17 2
| 2 [T 7527 824 4| 4 4 11 3
R aweueno 6285| 823 2|13 2 22 1
I woTOROLASOLUTIONS goas| seo 3| 9 3 -
B o §8,088 12,446

I v 5,907 891 11

46 DILAND GAS EQUIPMENT, SERVICES 3co

HALLIBURTON
IES GAKer husHES
BEN WATIONALDIWELLVARED

375

(36] 3 (61) 3
{28] 1 [22] @
(@3 2 (17 1

i8] INTERNATIONAL PAPER
IR westrocx
El
E CROWN HOLOINGS

SEALED AIR

5
(3] &8 (4 8
38 8 H
E 3 138
72 el 4

49 PHARMACEUTICALS 10COMPANIES
| J0HNSON G JOHNSON 35|  718s0]16540 1]|23 5 23 7
B rrizer sy  seeu| 7218 4| 8 12 39
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THE LISTS WHO'S ON TOP-BY SECTOR

REVENUES | PROFITS PROFITS  Stock-

AS% OF .., holders'

INDUSTRY NO Revenues  equity

RANK 500rank S mil. $mil. Rank | % Rank % Rank

BB NoRFOLKSOUTHERN 284 9888[ 1668 3|17 2 13 3
B o 40,898 7,815

53 REALESTATE 5COMPANIES

Fl CBREGROUP 24| 13p7e| s72 3| 4 4 18 2
I JONES LANG LASALLE 361 gaoy| a1g 4 I
BT reaLo6y HOLDINGS 4ug sew0| 213 5| 4 5 8 5
BN HoSTHOTELSSRESORTS 472 susa| 782 2|14 2 11«
BN sivonpROPERTYGROUP 477 5435 | 1,839 3 1 43 1
Bl o 36,609 3,704
[ 5810 &2 5 Tt

BEW OANAHER
BEH THERMO FISHER SCIENTIFIC.

|

18,2_;4
38,188

4, 5?5

BLACKRDCK 11.155| 3,172

1 4
B3 coantesscawas 357 7644 1888  2les 3 12 3
R JonesrinaNTiAL 403 Bs32| 7498 5|11 5 e 1
RN FRANKLIN RESOURCES 4os 6618| 1727 3|2 = 14 2
BT INTERCONTINENTALEXCHANGE 437 5958 1422 4|24 4 8 &
I3 RAYMONDJAMES FINANCIAL 459 5520 S28 6|10 B 11 §
oy 43,527 9,485
B veoon 8625 1,574 24 )

| 1 T 47 s9387|10316 1|17 4 18 5
| 2 [T 119  23ssaf 5705 |ea 2 18 4
Y seicireun 152 1B3sa| es4 7| 1 8 10 8
BN rexas INSTRUMENTS o] 13.370| ases 327 1 34 1
I3 MicRonTeCHNoLOGY 226 12,398| (276) ¢| (2] 3 (2] @
B seeuieo MaTERIALS eps| 10825| 1721 df18 5 =4 3
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T

i 7

| 2 [0 17 4] a4 5 23 4
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B roorLocker 348 5| 8 3 25 3
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| [ 12574 676 7 25
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RANK 500 rank

58 SPECIALTY RETAILERS: DTHER 21COMPANIES

BIGLOTS
MICHAELS COS.
TOTAL
MEDIAN

0l HOMEDEPOT

B owes ug

B sestauy

B0 oouuarseneRaL

I ootuarTREE

B soeies 140

| 7 WP 203

N seosatsBevanD 233

BN rovsertos 244

| 10 WTHTT 270

B0 wurenvusa 291

BN A0vANCEAUTO PARTS 292

BEN csreranns 306

E GAMESTOP 321
D'REILLYAUTOMOTIVE 323

ETH oicksseortiNgsooos 340

EEH TractorsuppLy

BT caserseeneraLsToRes 423

E TRAVELCENTERS DFAMERICA 470

[ 21 |

i

B i

REVENUES | PROFITS | PROFITS  stock.
AS % OF... holders'
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REVENUES | PROFITS | PROFITS  Stock:
AS % OF ... holders'
INDUSTRY NOL. Revenues  equity
RANK 500rank Smil, $mil. Rank | % Rank % Rank
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THE LISTS

TURNOVER

THEFIRSTTIME'S ACHARM

SOFTWARE COMPANY ADDBE SYSTEMS, LIBERTY MEDIA, AND
TESLA, THE ELECTRIC-CAR MAKER, ARE AMONG THE 20 COMPANIES
MAKING THEIR DEBUT ON THE 500. BUT TESLA ACTUALLY LOST
MONEY IN 2016, ASDIDANUMBER OF ENERGY COMPANIES.

==

ACTIVISION BLIZZARD
ADDBESYSTEMS
ALBERTSONSCOS.*

ALCOA

ALLEGHANY*
AMERICANTOWER
AMTRUSTFINANCIALSERVICES
ASCENARETAILGROUP
BERRYGLOBALGROUP
BUILDERS FIRSTSOURCE
CALATLANTIC BROUP*
CHEMOURS
DELLTECHNDLOGIES*
ROBERTHALFINTERNATIONAL*
HARRIS*

HEWLETTPACKARD ENTERPRISE
INTERCONTINENTAL EXCHANGE
KEYCORP*

LEIDOS HOLDINGS*

LIBERTY MEDIA

MICHAELS COS.
METBANKCORP.*

NVIDIA

OLIN*

PATTERSON

SYNCHRONY FINANCIAL

TESLA

TOLLBROTHERS*
TREEHDUSEFOODS
VISTRAENERGY

YAHOD*

w = |

YUMCHINAHOLDINGS

.

=

Company

FIRSTENEREY
MALLIBURTON
CHESAPEAKE ENERGY
FREEPORT-MCMORAN
CONOCOPHILLIPS

DEVDN ENERGY
ANADARKO PETROLEUM
BAKER HUGHES
NATIONALOILWELLVARCD
SEARS HOLDINGS
COMMUNITY HEALTH SYSTEMS
DELLTECHNOLOBIES
STAPLES

APACHE

AES

ICAHN ENTERPRISES

JYALSD LDST MONEY IN 2015

RETURNEE TO THE FORTUNE 500 LIST

THE 48 BIGGEST MONEY LOSERS

500 rank
196

184

ARRIVALS AND DEPARTURES

EWCOMERS
ND RETURNEES

500
rank
2016

408
qug:

4g
aon
428
449
475
384

421
415
4g2
41
493
363
58
437
478
381
481
438
455
387
457
486
185
383
497

488
4g8
393

LOSS
$millions
51770

5,763.0°
44010
4,"154',0';
3,615.0°
33020°
3,071.0°
2.738.0"
24120
2,221.0°
17210
16720
1.497.0
1,405.0*
1,130.0

413

11280

1,000 2016
rank REVENUES
2015 Smillions

h3d 6.608.0
524 58544
- 58,734.0
= 8,318.0
509 6,131.0
526 5,785.7
53k 5.450.5
523 6.995.4
51 8_ B,483.0.
537 6,367.3
640 B.476.7
- 5,400.0
- 64,806.0
503 5.250.4
505 7.527.0
= 50,123.0
528 5.958.0
540 5,422.0
504 7.043.0
525 5.276.0
517 5.197.3
s10 5.721.9
508 6,910.0
761 5,550,8
559 5,555.2
= 15.122.0
588 7.000.1
576 5.169.5
BHE 86,1751
- 5,164.0
513 5169.1
6.752.0
Company
EOGRESOURLES
ARCONIC

AMERICAN INTERNATIONAL GROUP

o NRGENERGY
CONAGRABRANDS
TESLA
KINDRED HEALTHCARE
NEWMONT MINING
ENTERGY
DCCIDENTALPETROLEUM
ALBERTSONSCOS.
CHEVRON
R.R.DONNELLEYG SONS
HERTZGLOBAL HOLDINGS
XERDX
UNITED STATES STEEL

DISPLACED ) 2015
FROM LIST e ook | o
BV ssuuanosiosatmoLoives 516 472 5,387.0
| 2 U 555 427 6.069.5
BAXALTA - §,143.0
SROADCOM “Van 8,394.0
CABLEVISIONSYSTEMS - 3% £.508.7
BE] cameron NTERNATIONAL - s 87820
B0 cocA-couAENTERPRISES T 5,540.0
B commerciamemaLs 535 417 §.1617
T ooMmr 505 483 5,264.0
sl EMC - 113 24,704.0
T ENERGY FUTUREHOLDINGS — 5,370.0
ENVISION HEALTHCARE HOLDINGS ~ 459 5,447.9
FMCTECHNOLOGIES 543 410 6,362.7
HEALTHNET = iye 16,2436
[ 15 TR0 s25 39 §,575.0
ET3 ierammiceo S 43,0258
JARDEN - 38 8,603.9
BT sounsoncontrots S 40,204.0
10 0 856 347 77861
E7] LansinTRADEGROUP S 5,565.3
B wanarnonont 53 43 5.861.0
| 22 T S14 494 5,197.0
B wsounce 545 4p3 53075
B reasonyenersy 533 458 5,608.2
B3 rrecisincasTearts - om 10,056.0
B3 smois - 4y 5,564.9
| 27 T 519 493 5,234.0
EZ] STARWOODHOTELS 5 RESORTS - A 5763.0
1 eLepHoNEG DATASYSTEMS 504 43 51762
| 30 RITATITI T - 16 23,697.0
E vty ivousiRies 539 407 63927
B3 vsteon 693 470 54440
Loss LoSS

500 rank $ millions Company 500 rank § millions
456 | 10867°|  VOYAFINANCIAL 26 | 4280

22 | 9unor|  wiLAms %7 | 4euor

55| euge|  aum O

eo3 | 77ape|  WESTROCK 190 | 3883

197 [ 6770 WINDSTREAM HOLDINGS 485 | 3835

69| 6748  FRONTIERCOMMUNICATIONS Gl

a76 | 6842°  HEARTMEDIA g8 | es6ar

26| 6270 |  GENWORTHFINANCIAL 20 | 2700

263 |  5836°|  MICRONTECHNOLOGY 226 | 2760

76 | 57M0°|  HOLLIFRONTIER o | 2805

43| soe2:|  TRemwousEroons 47 | 2288

19 4970 | YAHOD N

36 | 4953 |  GLOBALPARTNERS 2 | 1984

295 | 4910 |  NGLENERGYPARTERS 237 | 188

12| 4770  HRGGROUP wp | 1988°

273 | 4400°|  TENETHEALTHCARE 3 | 18200




FORTUNE 500

DEFINITIDNS AND EXPLANATIONS

METHODOLDBY Companiesare ranked by total revenues for
theirrespectivefiscalyears. Includedinthe survey are
companiesthatareincorporated inthe .3 and aperatgin
thell.5.and file financial statementswith 8 government
ageney. Thisincludes private companies and cooperatives
that filea 10-k ora comparable financial statementwitha
government agency. and mutual insurance companiesthat
filewith stateregulators, ltalsoincludes companiesthat file
withagovernment agency but are owned by private com-
panies, domestic or foreign, that do not file suchfinancial
statements. Excluded are private companies not filingwith
8.government agency; companies incorporated outside the
1:8;and U.S. companies consalidated by other companies,
domesticor foreign, that filewith s government agency. Also
excluded are companies that failed to report full financial
statementsforat least three-quartersof the current iscal
year. Percent changecalculations for ravenue, netincame,
and earnings per share are based on dataasoriginally
reported, Theyare notrestated for mergers, acquisitions,
or aceountingchanges. The only changes tothe prioryears’
dataareforsignificant restatement due to reporting errars
that require a company to fleanamended 10-K

REVENUES Revenues areasreported, including revenues
from discontinued operations when published. If 2 spinoffis
onthelist, (thas not beenincludedin discontinued opera-
tions: Revenues for commercial banks Includeinterestand
noninterest revenues; Revenues forinsurance campanies
include premium and annuityincome, investment income,
and capital gainsorlosses, but exclude deposits. Revenues
figures for allcompaniesinclude consalidated subsidiaries:
and exclude excise taxes: Data shown are for the fiscal year
ended on or before.Jan. 31, 2017 Unlessotherwise noted,
allfigures areforthe year ended Dec. 31,2018,

PROFITS Profits are shownafter taxes, extraordinarycredits
orcharges, cumulative effects of acoounting changes, and
noncontrolling interests [including subsidiary preferred
dividends], but before preferred dividends of the company.
Figuresinparenthesesindicatealoss. Profitdeclings of
morethan 100% reflect swings from 2015 profitsto 2016
losses:Profitsforreal estateinvestment trusts, partner-
ships, and cooperatives are reported but arenotcomparable
with those of the other companies on the list because they
arenottaxedonacomparable basis. Profits far mutual
insurance comparnies are based on statutory accounting.

BALANCESHEET Assetsare thecompany'syear-end total. Total
stockholders' equityis the sumof all capital stock; pald-in
capital, and retained earnings st thacompany'syear-end.
Excluded is equity attributable tononcentralling interests.
Alsoexcluded isredeemable preferred stock whose
redemption |s elthermandatery oroutside the company’s
control, Dividends paid on suchstock have beensubtracted
fromthe profitfiguresused in calculating return o equity.

EMPLOYEES The figure shownis a fiscal year-end number

as published by the company inits annual report. Where
the breakdown between full- and part-time employeesis
supplied, a part-time employeeis counted asone-half of a
full-timeemployes:

EARNINGS PER SHARE The figure shown for eacigeonmany =
thediluted earnings-per-share figure that appears on the
Incame statement. Per-share earnings are adjusted for
stocksplits and stockdividends. Though earnings-per-
share numbers are notmarked by footnotes, ifacompany’s
profits are footnoted it can be assumed that earnings
persharsisaffectedaswell The five-ygarand 10-year
garnings-growthrates are theannual rates, compounded

TOTALRETURNTOINVESTORS Total return toinvestorsincludes
both price appreciation and dividendyield toan investar in
the campany'sstock, The figuraz showri assumesalesat

the endof 2016 of stock owned at the end of 2006, 2011,
and 2015, lthas been assumed thatany proceeds fromcash
dividends and stock recelved in spinoffswerg reinvested
whentheywere paid, Returns are adjusted for stock splits,
stock dividends, recapitalizations, and corporate reargani-
zationsasthey cccurred; however, noeffort hasbeenmade
toreflectthe cost of brokerage commissionsorof taxes.
Total-return percentagesshown are thereturnsreceived
by the hypothetical investor deseribed above. The five-year
and L0-year returns are theannual rates, compounded

MEDIANS Mo attempt has been made tocalculate median fig-
uresin thetablesfor groups of fewer than four companies.
The mediansfor profit changesfrom 2015 ta 2016 do not
include companiesthat fostmaneyin 2015 orlostmoneyin
hoth 2015 and 2016, because no meaninaful percentage
changescan becalculatedinsuchcases,

CREDITS This Fortune 500 Oirectory was prepared underthe
direction of fisteditor Scott DeCarlo. Income statement
andbalancesheet data provided by the companies were
reviewed and verified against published earnings releases,
10-K filings, and annual reports by reporter Douglas G,
Elamand accounting specislists Rhona Altschuler and
Cappy Lyons. Markets editor Kathieen Smythused those
same sources tocheckthedatafarearnings per share, In
addition, we used data provided by Thomsan Reuters and
SEP Global Market Intelligence to calculatetotal returnand
marketcapitalization Database administratar Santhosh
Varghese provided technical support. The dataverification
process was aided substantially by information provided by
S&P Global Market Intelligence. Other sourcesusedwere
Hoover's and Lexis Securities Mosaic.

FOOTNOTES

Yincludes revenues from discontinued operations:
C&cooperative.

FExcise taxes have been deducted

LA limited liability company

“ & partnership.

" A realestateinvestmenttrust
‘Figuresareforfiscalyearendeddan. 31,2017,
#Figures are for fiscalyear ended Sept. 30, 2016.
*Figuresare for fiscalyearended March 31, 2016,
"Figures arefor fiscal year ended June 30, 2016,
“Figures are for fiscel year ended Aug. 31. 2016

ECompany’s seniorpreferred stockisawned by thell. s,
Treasury, which also holds awarrant to purchase 79.9% of
thecommon stack,

*Acquired Linkedin [2015 rank: 733, Dec. 8, 2016.

# Acquired EMC[2015 rark: 113), Sept. 7, 2016. Changed
name fram Oenali Holding, Aug. 25, 20186.

#Figures areforfiscalyearended Feb. 29,2016

8 Figures arefor fiscal year ended May 31, 2016,
U Fgures areforfiscal yearended Dot 31, 2016:
2Spun off fremHP (2016 rank 61, Nov. 1,2015
HFiguresareforfiscalyearended July 31. 2016,

¥ Spun off Hewlett Packard Enterprise [2016 rank: 58],
Niov. 1; 2015

= Amutual company not s stock company. Itis grouped with
stock companies because it reports secarding to Genarally
Accepted Accounting Prineiples.

1 Notamutual company, but feports financial data according
togtatutory accourtting.

1 Acquired TimeWarner Cable [2815rank:118), May 18, 2016.

“8ounoffChemours (2016 rank: 482), July 1, 2015,

H\wWent public, May 26, 2016

 Acquired St Jude Medical (2016 rank: 434), Jan 4, 2017,

= Acquired Starwond Hotels B Resorts (2015 rank: dd4],
Sept.23,2016.

= Changed name from DaVita HealthCare Partners,
Sept. 1, 2016,

B Campanyreports saleof physical commeaditiesona
arossbasis:

*Changed name from Conagra Foods, Nov. 10, 2016,

® Figures are for fiscalyearended Nov, 30, 2016,

% ppguired SanDisk[2015 rank:464], May 12, 2016,

% Ghanged namafrom Alcoalng,. after spinning off Alcoa Carp.
{2016 rank: 300}, Mo 1, 2016.

€ Marketvaiue of Liberty Interactive QVC Group stock.

2 Changed name from L-3 Communications Holdings,
Dec.31,2018

= ncorporatedinthe .S and headquarterad in Stockholm.
ItsNorth American headguartersarein Auburn Hills; Mich.

Lnareverse spinoff, "new” Hertz Global wasspun off fram
*pid” Hertz Global Holdings, June 30, 2016, "New" Hertz
Globalisconsidered the spinnorand reflectsbaththe
financiatand stack historyofits former parent.

“SpunofffromArconic [2016rank: 228], Nov. 12016,

S Figuresare for fiscal year ended April 30,2018,

# Reverse mergerwith Everete SpinCo In: toform DXC
Technology, April 3, 2017. Everett was the legal scquirerand
Computer Sclenceswas the accounting acquirer, Spun off
CSRA[2016 rank: 570], Nav. 27,2015

* Consists of g nanpublic reciprocalinsurer and a publicly held

management company.

% Changed namefrom Tesls Motars, Feh. 1, 2017

3 Acquired by Samsung Blectronics[South Korea),
March10,2017

A SpunaffLSE Communications {2016 rank!625), 0ct. 12016,

= Acguired IMS Health Holdings [2015 rank: 74E], Dct. 3,2016.

“Spun off from Yum Brands {2016 rank: 422, Oct. 31, 2016.
Incorporated inthe U.8.and headguarteredin Shanghal.
ItaU:S. officaisin Plano, Texas.

“ Net income before allocations to partners. Total partnership
capitalsubject to mandatory redemption:

% Spun off Yurm China Holdings [201 6 rank: 389], Oct. 31, 2016,

# Acquired By Abbort Laboratories {2016 rank; 135),
dan. 4. 2017

#ncorporated inthall.S. and headguartered in Britain,
ItsU'S. executive officeisin Rye, NXY

“Spunoff from DuPant [2016 rank: 113), July 1, 2015,

* Acouired by AlrLiquide [France), May 23, 2016.

¥ Market value of Liberty SiriusXM stock.

=Acquired B/E Aerospace (2016 rank: 741), April 13,2017

= 5punoff from Energy Future Holdings {2015 rank: 475],
Oct. 3, 2016 Netincormeand earnings per share arenot
included hecause company emerged fram bankruptcy and
implemented fresh-start sccounting: Changed name from
TCEH Corp, Nov, 4, 2016.

“ Changed name from Berry Plastics Group, April 13, 2017

“ Changed name fram Damiriion Resotrces, May 10,2017
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THE LISTS THE CORPORATIONS BY PERFORMANCE

- HOW THE COMPANIES
STACK UP

Ranking in the Fortune 500 is determined by annual revenues. But
here we hreak down the listin a variety of categories. As the graphic

below shows, Apple was easily the most profitable company in 2016.

EACH CIRCLE REPRESENTS
THE PROFIT OF

A FORTUNE 500

COMPANY

[in ¢ billion)

BILEAD
SCIENCES

MICROSOFT
$16.8

BILLION

" JOHNSON&
JOHNSON

THE 62 COMPANIES
THAT LOST MONEY
ARE NOT SHOWN.

GRAPHIC BY NICOLAS RAPP




HEALTHY RETURNS

RISING ENROLLMENT IN MEDICAID SINCE THE PASSAGE OF OBAMACARE IN 2010 HAS
BOOSTED SALESGROWTH AT CENTENE, AHUGE MANAGER OF MEDICAID PLANS,

FORTUNE 500

FASTEST-GROWING COMPANIES

GROWTH IN PROFITS
1YEAR
Rank 500revenues rank
COMPUTER SCIENCES 378
3 orriceoeraT 203
IBEN BAXTER INTERNATIONAL 281
D cea 31
R Assurant 361
ICE oana 47
[BER soooyeaR TIRE 184
BED AmazoncoM 12
HUNTSMAN 289
E DAVITA 181
E CORNING 298
CELANESE ugy
[EEN nouLaR TREE 136
ETH stmantec 45
TR srisToL-MYERs SQuIsh 147
ETH rrL 385
ALTRIAGROUP 148
E FACEBDOK 88
[ECH BERRYGLOBALGROUP 413
| 20 JUETR 213
I HES00 MEDIAN
GROWTH IN REVENUES
IYEAR
Rank 500 revenues rank
CHARTER COMMUNICATIONS 96
B3 NewELLBRANDS 208
BER ALBERTSONS CO0S. ug
I oun 487
B rreeousE Fooos 427
B3 xpoLosisTIES 181
CALATLANTIC GROUP 415
BN centene 86
[0 BUILOERS FIRSTSOURCE 4a1
TESLA 383
S0 FRONTIER COMMUNICATIONS 313
FACEBODK 98
| 1a WTTHH 363
[ETH AscenaRETAILGROUP adk
B KRarTHEINZ 108
BTN ACTIVISION BLIZZARD 408
FIDELITY NATL. INFO. SVES. 301
LEIDOS HOLDINGS 361
19 U 387
BEZH v SMUCKER 346
I THes00 MEDIAN

[ e ———E R = ]

2016
5
grawth
inEPS
17,700.0
9,500.0
4119
3472
345.4
3404
323.2
2020
2579
2432
2238
209.0
2000
1844
184.8
1762
1727
1705
170.0
168.1
41

2018
%
growthin
revenues
1873
1221
115.9
945
9256
918
83.0
785
788
73.0
595
54,2
48,1
45.6
444
417
40,1
38.5
379
372
1.8

5YEARS
Rank 500 revenues rank
IEN BANKDFAMERICACORP. 2
D SOUTHWEST AIRLINES 138
.. HORTON 232
E TOLLBROTHERS 487
| 5 W 260
N JeTBLUEAIRWAYS 4p3
A veTAAIRLINES 1
IBCR GILEAD SEIENCES @2
B0 LNCOLN WATIONAL 207
ETR ner 409
UNUM GROUP 258
[ETH MOHAWK INDUSTRIES 311
SYMANTEC 4gS
U0 MARRIOTTINTERNATIONAL 163
ETE UNITED RENTALS usz
ETH v ug
| 17 Rl 200
[ETH ALtriaGRouP 148
ETD orice epoT 203
[ 20 @ITTY 447
B icsoomEaN

5 YEARS
Rank 500 revenuesrank
BN centene B6
3 racesook 98
IR caLaTLANTIC GROUP 415
B LEUCADIA NATIONAL 262
B ALLEGHANY 428
B EnERGY TRANSFER EQUITY 78
CHARTER COMMUNICATIONS 96
B AMIRUSTFINANCIALSERVICES 475
I MOLINAHEALTHCARE 158
ETH SALESFORCE.COM aes
BILEAD SCIENCES 52
ES Lennar 260
FEN TOLLBROTHERS ug7
D.A. HORTON 232
LITHIA MOTORS 318
DOLLARTREE 136
VAl SPARTANNASH 350
TR 1REEHOUSE FODDS 4z7
ETH oun 457
| 20 WUTHTRALY 12
I e Gon MEDaN

2011-18
% annual
growth
inEPS

1724
728
533
555
523
513
418
11
405
39.0
383
377
37.3
369
361
351
349
a7
33
337
72

2011-16
Suannual
grawthin
revenues

501
434
488
472
4z
354
321
321
301
299
294
28.8
28.5
274
257
255
250
247
231
231

28

10YEARS
Rank 500 revenuesrank
BN saesrorce.com 326
B3 MASTERCARD 267
IE AMERICANTOWER 448
BN ceuseNe 254
B3 siosen 248
(] SPIRITAEROSYSTEMSHOLOINGS 393
APPLE 3
B PRICELINEGROUP 268
BEN symanTEC 485
ETH AcTiviSioN BLIZZARD 405
S0 amazon.com 12
T WUANTASERVICES 355
| 13 T 310
LKQ 304
E INTL FESTONE 189
T D'REILLY AUTOMOTIVE 323
ROSS STORES 219
T3 COGNIZANTTECHNOLOGY 205
TN EXPRESS SCRIPTS HOLDING 22
TENNECD 322
g THE GO0 MEDIAN

10 YEARS
Rank 500 revenues rank
INTL FESTONE 189
CENTENE 86
AMAZON.COM 12
| a WL 3
3 ICAHN ENTERPRISES 168
(3 GILEAD SCIENCES 52
Al LEUCADIA NATIONAL 252
B3 COGNIZANTTECHNDLOGY 205 |
BN MOUINAHEALTHCARE 156
T ALPHABET a7
EE0 centuRvLnk 160
ETH westRock 180
BTN ExPRESS SCRIPTS HOLOING 22
BTN suackrock 255
B3 oLLaR TREE 136
[ETH CHARTERCOMMUNICATIONS %
LAS VEGAS SANDS 249
C0 AECOM 161
BTN avueshany 4ag
[EZ COMMUNITY HEALTHSYSTEMS 130
I ieson MEDIAN

2006-18
Shannual
growth
inEPS

744
584
418
394
390
287
383
38.2
378
337
270
237
23
223
216
213
208
207
205
19.9
5.1

2006-16
%annual
growthin
Tevenues

§4.3
334
289
273
272
260
258
252
244
239
217
213
18.0
18.2
18.0
179
177
177
176
172

93
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THELISTS

THE CORPORATIONS BY PERFORMANCE

MONEY IN THE BANKS

THE NATION'S LEADING FINANCIAL INSTITUTIONS CLEANED UPIN 2016. FOUR OF THE
10MOSTPROFITABLE COMPANIES WERE BIG BANKS, LED BY JPMORGAN CHASE.

MOST PROFITABLE COMPANIES

PROFITS
Rank 500 revenuesrank
| 1 Wi 3
I3 1PMORGAN CHASES 0. 21
I BERKSHIRE HATHAWAY 2
E WELLS FARE0 25
ALPHABET 27
I BANKOFAMERICA CORP. 2
MICROSOFT 28
N JonNsoN s JoRNSON 35
B0 cincrovp 30
BT suriasrour 148
WAL-MART STORES 1
BTN GiLean soiences 92
[EEN verizon coMMuNIcATIONS 14
BT ater g
BT rannie mac 20
[T INTERNATIONALBUSINESSMACHINES 32
LISCOSYSTEMS §O
PROCTER § GAMBLE 38
TR INTEL a7
ETH racesook 28
I e soo menian

MOST BANG FOR THE BUCK

REVENUES PER
DOLLAR OF ASSETS
Rank 500 revenuesrank
BEW £-MARK PRECIOUS METALS 395
E CORE-MARK HOLDING 247
WORLD FUEL SERVICES 103
[N PERFORMANCE FOOD GROUP 171
IR mureHYUSA 291
IBC AMERISOURCEBERGEN 11
SUPERVALU 158
I sPARTANNASH 3500
N cosTcowHOLESALE 16
BETH owens s miNoR 288
FEW C.H.ROBINSON WORLOWIOE 212
CARDINALHEALTH 15
MCKESSON 5
T VERITIV 23]
TRAVELCENTERS OF AMERICA 470
TECH DATA 107
BIGLOTS 4g5
BTN GLoBALPARTNERS 334
BTN «roser 18
GRAYBAR ELECTRIC 420
| R

2016

$
millions
45,6870
24,733.0
24,0740
21,938.0
18,4780
17,906.0
16,798.0
16.540.0
14,912.0
14,233,0
13,5430
13,5000
13,1270
12,9760
12,3130
11,8720
10,7380
10,508.0
10,3160
10,2170

6872

2016

155
77
50
47
45
|
4.0
40
35
36
35
36
34
34
33
33
3.2
32
32
3.0
07

g |

RETURN ON
REVENUES
Rank 500 revenuesrank
| 1 Q3T 310
| 2 WG 148
BEN BAXTER INTERNATIONAL 281
E REYNOLOS AMERICAN 223
SYMANTEC 485
D sieansciences g2
vish 187
B corning 298
BN mastercarn 287
BTN sseoLosaL 459
B0 racesook 98
TN siMON PROPERTY GROUP 477
| 13 Y 123
BETH siosen aug
BLACKROCK 255
TEXAS INSTRUMENTS 208
IEEA PHILIP MORRIS INTERNATIONAL 104
[ETH FRANKLIN RESOURCES 405
BTN s eancore 125
T3 vumeranos 422
I i soo MEDIAN
REVENUES PER
DOLLAR OF EQUITY
Rank 500 revenues rank
BN uniTED PARCEL SERVICE 4
| 2 EIGEE 24
BEN A-MARK PRECIDUS METALS 335
N AMERISOURCEBERGEN 11
BN cuemours ag2
| & LY
TENETHEALTHCARE 134
N oneok 312
D AvisBUDGET GROUP 219
ETR LserTsons cos. 49
X0 inrLrcsTone 189
BTN LockheeD MARTIN 56
EEN WINDSTREAM HOLDINGS 485
ST BERRY GLOBALGROUP 413
Tl OWENS-ILLINGIS 401
[T ASBURY AUTOMOTIVE GROUP 41
CROWN HOLDINGS 333
s Ul HOME DEPOT 23
[E0 CORE-MARK HOLDING 247

(U8 MCKESSON

I riie so0 MenAn

2016
profits
asof

revenues

BD.9

736

488

48,6
447
444
397
394
377
372
370
33,8

3386

323
284
269
261
wy
259
254

5.8

2016
$

1504
1158
1072
65.0
s4.0
529
505

392
364
340
335
a7
29.8

264

233
226
218
217
218

gl

RETURN ON

SHAREHOLDERS' EQUITY

Rank 500 revenues rank
“ UNITED PARCEL SERVICE 48
|2 W 24
IEN LockneeD MARTIN 56
A sseoLosaL 459
B3 cuomox 453
I Fannie mac 20
A oneok 312
T nomeneror 23
I rreaniemac 3
BTE crown noLoines 338
B nsevic 111
BTR auriacrour 148
BT BeRRY GLOBALGROUF 913
BTN nersuey 369
BTH wynoHAM WORLDWIDE 451
BTH owens-iuinois 4g)
SEALEDAIR 337
AVIS BUDGET GROUP 319
BO0Z ALLEN HAMILTON 481
[EIN mastercarD 267
I 7ite 500 MEDIAN

REVENUES PER
EMPLOYEE
Rank 500 revenues rank
B 1-MarK PRECIOUS METALS 395
E HOST HOTELS 5 RESORTS 72
FANNIE MAE 20
BN rrecoiEMAC 39
B inTLFCSTONE 189
BN AMERISOURCEBERGEN 11
A vaLeRaENERGY 37
3 woRLD FUEL SERVICES 103
N WORTHWESTERN MUTUAL a7
TN rorencrey 172
E PHILLIPS B8 3
REINSURANCE GROUP 248
E BLOBAL PARTNERS 334
DELEK US HOLDINGS 40
BT PLAINS GP HOLDINGS 141
BLH notLyrroNTIER 274
U EXPRESS SCRIPTS HOLOING 28
FCl TESORD 17
Tl oneok 312
E50 NGLENERGY PARTNERS 237

THE 500 MEDTAN

2016
profits
as % of
Bquity

B472

588.1
3508
324.0
218.2
202.8
186.5
1838
154.0
135.5
1284
1115
108.3

91.6

85.8

823

73.8

78

720

718

128

2016
$

millions
817
25.0
15.3
11.0
101
7.9
7.0
54
51
50
48
U9
47
41
49
39
34
38
37
37
5




FORTUNE 500

GOING DIGITAL FOR DOLLARS

TECH GIANTS LIKE ALPHABET AND MICROSOFT WERE VALUED THEMOSTBY INVESTORS.
AND WEB-BASED TRAVEL COMPANY PRICELINE LED IN 10-YEAR MARKET PERFORMANCE.

BIGGEST COMPANIES

BY MARKET VALUE
Rank 500 revenuesrank
BEY seeie 3
| 2 QIGETT 27
MICROSOFT 28
AMAZON.COM 12
BERKSHIRE HATHAWAY 2
FACEBOOK 48
EXXON MOBIL 4
BN JouNSON 6 J0KNSON 35
] iPMORGAN CHASESCD, a1
WELLS FARGD 25
ﬁ GENERAL ELECTRIE 13
ATET i
EEN BANKOF AMERICA CORP. 26
[ECH PROCTER & BAMBLE 3
BTl WAL-MART STORES 1
18 QIH 187
PFIZER 54
ETH cevRoN 18
E VERIZON COMMUNICATIONS 14
ORACLE 81
B iS00 MEDIAN

BEST INVESTMENTS
TOTAL RETURN T0 SHAREHOLDERS

| YEAR

Rank 500 revenuesrank
E AKSTEELHOLDING 4
UNITED STATES STEEL 278
| 3 BEITITH 4ga
0 HAVISTAR INTERNATIONAL 337
B wvioe 387
B oneok 312
| 7 BTIET 2
() TARGARESOURCES i)
N FREDDIEMAC 39
STH  NGLENERGY PARTNERS 237
RN s ovnamics 3i7
BT GURLINGTON STORES 453
E FREEPORT-MCMORAN 175
NEWMONT MINING 058
ETH spartannasH 350
ET] COMPUTERSCIENCES 379
B2 sanmima 414
TR appLiED MATERIALS 285
IETH  WELLCARE HEALTH PLANS 195
BTN nuntsman 289
B iiE 500 MEDIAN

331
§

millions

7537178

579,426.1
508,995.1
423,030.8
11,0345

4105218

SH9.05a8

3378416
3137612

278,5 155

2535187

255,678.6
236,181.7
2296985

il

206,242.4
203,724.9
203,262.5
198,900.0

1635561

176861

BY EQUITY
Rank 00revenuesrank
BT BERKSHIRE HATHAWAY 2
I3 BANKOFAMERICACORP. 2
E JPMORGAN CHASE B LO. 21
CITIGROUP 30
3 wets rarso 25
B exxon mosiL 4
CHEVRDN 18
E ALPHABET 2
APPLE 3
| 10 Wi 9
BEEY STATEFARM INSURANCE LOS. 33
[EEH GoLOMANSACHS BROUP 78
S0 WaAL-MARTSTORES i
[ECH AMERICAN INTERNATIONALEROUP 55
BT MORGAN STANLEY 76
% BENERALELECTRIC 13
MICROSOFT 28
JORNSON & JOHNSTN 35
| 10 [WUI3{15: 42
BT e a7
I 7tEs00 MEOIAN
5 YEARS
Rank 500 revenuesrank
FANNIEMAE o0
ﬁ FREDDIE MAT 33
NETFLIX 314
B wvion 387
B3 coNSTELLATION BRANDS 408
B3 st 383
A RITEAID a1
T DELTAAIR LINES n
F3 HUNTINGTON INGALLS INDUSTRIES 380
BT soutHwesTAIRLINES 138
S8 compuTeR SCIENCES 379
T3 BuILDERS FIRSTSOURCE 421
ALASKAAIR GROUP 438
LITHIA MOTORS 218
CORE-MARK HOLDING 247
CHARTER COMMUNICATIONS 96
T2 NORTHROP GRUMMAN 114
BT amazon.com 12
E JETBLUE AIRWAYS 403
WHIRLPDOL 137
THESOD MEDIAN

2016
$

millions
283,001.0
266,840.0
254,190.0
225,120.0
139,561.0
167,325.0
145,556.0
139,036.0
128,249.0
123,135.0
87,5917
86,8930
77,798.0
76,300.0
76,050.0/
75,828.0
71,8970
70,4180/
87,309.0
56,226.0
isein

2011-16
annual
rate%

BY EMPLOYEES mmhﬂ:ﬁ
Rank S00revenuesrank | employees
[N viaL-MARTSTORES 1 | 2,300,000
KROBER 18| 443,000

YUM CHINA HOLDINGS 389 420,000
INTERNATIONALBUSINESSMACHINES 32 | 414,400

| 5 RIS 23| 408000
B3 McoonaLo's 12| 375,000
BERKSHIRE HATHAWAY 2| 387700
D Amazon.com 12| 341400
X reoex sg.| 35767
UNITED PARCEL SERVICE 46| 35520
| 11 [R{TU3] 38 | 223,000
[BTE WALGREENS BOOTS ALLIANCE 17, ‘300,000
GENERAL ELECTRIC 13| 285,000
[ETH ALBERTSONSCDS. 4g | 274,000
[T weLLs rareo 25| 289,100
ETH wier 9| e840
|17 R 4 | 264,000
[ETN coSNiZANTTECHNOLOBY 205 | 260,200
BTN sursucks 131 | 254,000
[EZN JPMORBAN CHASEBCO. 21| 243355
- THE 500 MEDTAN 25,000_
10 YEARS 2
Rank 500 revenues rank rate %
PRICELINE GROUP 268 421
NETFLIX 314 421
AMAZON.COM 12 342
MASTERCARD 267 270

| 5 BN 3 265
BT Ross sTORES 219 258
BEA AaskaAIRGROUP 438 251
30 AMTRUSTFINANCIALSERVICES 475 24
BT oREILLY AUTOMOTIVE 323 241
ETH reoLosistics 191 239
ETW ooutarTReE 136 226
BT sALesFORCECOM 326 223
BTN tracror suppLy 396 218
ETH sutozone 270 21.2
BT cexpenin 317 197
ECl 87 188
"0 ALTRIAGROUP 148 195
ETH nevnoLos AMERICAN 223 193
ETH niosen 248 191
0 sy 198 | 188
I i 500 MeniAN 8.0
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INDEX THELISTS

Company Industry
(Rank) number
ABBOTTLABORATORIES [135) 41
ABBVIE [111] 4g
ABMINDUSTRIES (500 15
ACTIVISION BUIZZARD (408 11
ADOBESYSTEMS (4143} 11
ADVANCEAUTOPARTS [292) S8
AECOM  [151] 18
AES [194) BY
AETNA (43 28
AFLAC [126) 36
AGCO [370] 13
AIRBAS  [489] BB
AIRPRODUCTS GLHEMICALS  [254) g
AKSTEELHOLDING (441 4z
ALASKARIRGROUP [438) 3
ALBERTSONSCOS. [45) 21
ALCOA {300] 12
ALLEGHANY (428 38
ALLIANCEDATASYSTEMS  [274) 2
ALLSTATE [BY) 38
ALLYFINANCIAL [286] 14
ALPHABET (27) 38
ALTRIAGROUP  [148) 51
A-MARKPRECIOUS METALS  (335) 70
AMAZON.COM [12) 38
AMEREN [431] BY
AMERICAN AIRLINES GROUP [57) 3
AMERICAN ELECTRICPOWER [157) B4
AMERICANEXPRESS [85) 14
AMERICAN FAMILY INS.GROUP  [315] 38
AMERICAN FINANCIALGROUP (411) 38
AMERICAN INTERNATIONALGROUP [55] 38
AMERICANTOWER  [4ug) 5
AMERIPRISEFINANCIAL (233 14
AMERISOURCERERGEN [11} B9
AMBEN [123) ug
AMPHENOL [424) 45
AMTRUSTFINANCIALSERVICES [475] 8
ANADARKOPETROLEUM [344) 43
ANIXTER INTERNATIONAL [359] 67
ANTHEM (23] 26
APACHE [488) 43
APPLE (3] 12
APPLIEDMATERIALS [265] 56
ARAMARK (192) 15
ARCHER DANIELS MIDLAND  [45) 23
ARCONIC [228) ?
ARROW ELECTRONICS [118] B7
ASBURYAUTOMOTIVEGROUP [410) 5
ASCENA RETAILGROUP [384) 57
ASSURANT (381] 38
ATST (9] 59
AUTOLIV. [283) =4
AUTOMATIC DATAPROCESSING  [240] 15
AUTONATION [129) )
AUTO-OWNERS INSURANCE [398] a7
AUTOZONE [270) 58
AVERYDENNISON  (430] 47
AVISBUDGETBROUP  [214] 5
AVNET [108] 67
AVON PRODUCTS  [4u4) 32

BAKER HUGHES [285] 46
BALL [3086] 47
BANKOFAMERICACORP. [26) E
BANKOFNEW YORK MELLONCORP. [177] 3
BAXTERINTERNATIONAL (281) 41
BBETCORP. [245) g
BECTON DICKINSON [225) ]
BEDBATHGBEYOND [233) 58
BERKLEY(WR) [354]
BERKSHIRE HATHAWAY (2] 38
BERRYGLOBALGROUP [413) 47
BESTRUY [72] 58
BIGLOTS [435] 58
BIDGEN [248] 49
BLACKROCK [255] 55
BOEING (24 2
BOOZALLEN HAMILTON [451) 34
BORGWARNER (305] 44
BOSTONSCIENTIFIC [327) 41
BRISTOL-MYERSSOUIBR [147) 4g
BUILDERSFIRSTSOURCE [421] 7
BURLINGTONSTORES [463) 57
CALATLANTICGROUP  [415] 30
CALPINE {400) :
CAMPBELLSOUP [338) 22
CAPITALONEFINANCIAL [100] ]
CARDINALHEALTH [15) 59
CARMAX. [174] 5
CASEV'SGENERALSTORES (423 58
CATERPILLAR {74) 13
CBREGROUP (214 53
[BS [193) 18
COW [159) 34
CELANESE [4R4) 8
CELBENE [254] 49
LENTENE (B8] 26
CENTERPOINTENERGY {362 B4
CENTURYLINK [180) 59
CHARTER COMMUNICATIONS  [95] 59
CHEMOURS [462] 8
CHESAPEAKEENERGY [343] 43
CHEVRON [18] 48
CHS (93] 23
CH2MHILL [484) 18
CIGNA (70) 26
CINCINNATI FINANCIAL - [476) 38
CISCOSYSTEMS (50) 45
CITIGROUP 30 g
CITIZENS FINANCIALGROUP (451 g
CLORDX {453) 32
CMSENEREY [419) B4
COCA-COLA [54) B
COGNIZANTTECHNOLOGYSOLUTIONS (205) 34
COLGATE-PREMOINVE [182) 32
COMCAST (31) 59
COMMUNITY HEALTH SYSTEMS 130} 27
COMPUTERSCIENCES  (379) 3y
CONAGRABRANDS (197 22
CONDCOPHILLIPS [115] 43
CONSOLIDATEO EDISON  [234] 64
CONSTELLATION BRANDS  [408] B
CORE-MARKHOLOING 247} 58
CORNING (298] 1B

COSTCOWHOLESALE (15]

CROWNHOLOINGS [333]

CSTBRANDS [308) 58
LSX [257) 52
CUMMINS  [152] 33
CVSHEALTH (7] 28
DANA [447) 44
DANAHER [144) 54
DARDEN RESTAURANTS [385] 24
DAVITA (181 27
DEANFOODS (351 b
DEERE (105] 13
DELEK USHOLOINGS [480) 48
DELLTECHNOLOGIES [41] 12
DELTAAIRLINES [71) 3
OEVONENERGY (231) 43
DICK'SSPORTINGG0DOS  [340) 58
DILLARD'S [417] 25
DISCOVER FINANCIALSERVICES [277) g
DISCOVERYCOMMUNICATIONS [412] 19
DISHNETWORK  (186] 59
DISHEY(WALT) [52) 19
DOLLARGENERAL [128) 5
DOLLARTREE {137) 58
DOMINION ENERGY [236) 84
DONNELLEY(R.R.)BSONS (388 51
DOVER [392] 33
DOWCHEMICAL (62 f
DRPEPPERSNAPPLEGROUP [415] B
DTEENERGY (272] g4
DUKEENEREY [121] 84
DUPONT (113 g
EASTMANCHEMICAL [309) B
EBAY (310 39
ECOLAB [211] 5
EDISONINTERNATIONAL (235) B4
EMCORGROUP [350] 18
EMERSON ELECTRIC [139] 16
ENERGY TRANSFEREQUITY (73] a
ENTERBY [263) B4
ENTERPRISEPRODUCTS [122] 50
EOGRESOURCES (356) 43
ERIEINSURANCEGROUP (382] 37
ESSENDANT [487] 57
EVERSDURCEENERGY [358] BY
EXELON [69) B4
EXPEDIA (317) 39
EXPEDITORSINTL.OFWASHINGTON [429] 82
EXPRESSSCRIPTSHOLDING {272 28
EXXONMOBIL (4] 48
FACERODK [98) 39
FANNIEMAE [20) 14
FMIMERSJ!ISLIMHI:(EIEH.&IIEE_ [222] 3?
FEDEX 58] 4p
FIDELITY NATIONALFINANCIAL (23] 38
FIDELITYNATIONALINFD.SERVICES [301) 20
FIFTHT_HH!BHMCERP {_355] 9
FIRSTAMERICAN FINANCIAL {454 38
FIRSTDATA [242) 20
FIRSTENERGY [126) B4
FISERV [471) 20
FLUOR {149) 18
FOOTLOCKER [348) 57

FORDMOTOR {10)

FRANKLIN RESOURCES [405) 55
FREDDIEMAC [39) 14
FREEPORT-MCMORAN [175] 43
FRONTIER COMMUNICATIONS (313] 59
GALLAGHER(ARTHURJ) [(4g2) 1
BAMESTOP (321] 58
BAP (178) 57
GENERALDYNAMICS (90] 2
GENERALELECTRIC (131 33
BENERALMILLS [165] 22
BENERALMOTORS [B] 44
GENESISHEALTHCARE (454] 27
GENUINEPARTS [1E0) BB
GENWORTH FINANCIAL [329] 36
GILEADSCIENCES [92) ug
GLOBALPARTMERS [334) BB
GOLDMAN SACHS BROUP (78] g
GOODYEARTIREGRUBBER [184) 4y
GRAINGER (W.W.) (282 B&
GRAYBARELECTRIC [420) 66
GROUPTAUTOMOTIVE [251) 5
GUARDIANLIFEDFAMERICA [218) 35
HALF(ROBERT) INTERNATIONAL [433) 50
HALLIBURTON [173] [T
HANESBRANDS [432) 4
HARLEY-DAVIOSON (435] 70
HARMAN INTL. INDUSTRIES (385] 15
HARRIS (353 45
HARTFORD FINANCIALSERVICES [153] 34
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CEO SOUTHOAYERS

THE CHIEF EXECUTIVES of Fortune 500 companies are optimistic about the global economy, bullish on employment, big on prospects
forthe U.S., and braced for a tarrent of tachnological change. The responses below come from a survey we sent to Fortune 500
CEQs last month. —Alan Murray

FORTUNES00 CEOS ARE OPTIMISTIC ABOUT THE FUTURE.....

Only a few chief OUTLOOK FOR THE GLOBAL ECONOMY IN THE YEAR COMPARED WITH THE PAST 12 MONTHS?

executives see the BE : | SAME BO0% WORSE 4%
economy turning A
warse next year, and PROJECTED RECRUITMENT IN THE NEXT TWO YEARS

REESLEN A bogat NOTHIRING 15% [LAVORFS16%

hiring. As for the Trump il '
effect: not muchso far, IMPACT OF DONALD TRUMP ELECTION ON BUSINESS

NEGATIVE 13%
The U.S.isthe aver- BEST INVESTMENT OPPORTUNITIES IN THE NEXT TWO YEARS [REGIONS IN THE TOP 3 PICKS OF CEOs)
whelming choice of
CEOs for having the ‘ ‘ r
best investment op-
portunities in the next g
twa years; Chinaand 87% 59% 59% 33% 52% 23% 8%
Europe lag far behind. Us: EUROPE CHINA INDIA DTHER ASIA LATIN AMER. AFRICA

THEY'RE EMBRACING TECH... ~ ...AND IDENTIFYING CRUCIAL AREAS FOR INVESTMENT.

Evermore Fortune 500 companies ¢ TECHNOLOGIES CONSIDERED “IMPORTANT” TO RESPONDENTS
have come to recognize that what-
ever their original Business, they all ADVANCED " - S NANOTECHNOLOGY
need technological expertise now, RUBOTIES —g 48% 26% —— PRINTING 24% 20
- - DRONES

PORTION WHO AGREE THAT THESE DAYS,
THEIR COMPANY IS A TECH COMPANY

Percentages below represent the portion of CEOs who said the issue was gither
their single biggest challenge, or one of their top three or four challenges:

ISSUES SEEN AS TOP CHALLENGES

3% 40%

£ *
8% 36%
i 26% 26% 23% 19% o
! 7 1T T YN
RAPID PACE OF CYBER- INCREASED SKILLED GECPOLITICAL STARTUP MAMAGEMENT COMPETITION  EMPLOYEE SHAREHOLDER
TECHNOLOGY  SECURITY  REGULATION  LABOR RISK COMPETITION  DIVERSITY FROM DIVERSITY  ACTIVISM
CHANGE SHORTAGE CHINA®

*0R OTHER DEVELOPING COUNTRIES

128

# FORTUKE.COH // TUN.15.17




Your trust
= your future,
our commitment

MUFG, a major multinational financial group, offers cornprehensive and tailored financial solutions to our

clients around the alobe. With more than 350 years of history, $2.6 trillion in‘assets, and operations in around
¢ Y

50 countries, MUFG is steadfast in its commitrent to serving businesses:and society by building long-term
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