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About Our Company:
Whirlpool Corporation is the world’s leading manufacturer
and marketer of major home appliances. The company
manufactures in 13 countries and markets products in
approximately 140 countries under major brand names such
as Whirlpool, KitchenAid, Roper, Estate, Bauknecht, Ignis, Laden,
Inglis, Brastemp and Consul. Whirlpool is also the principal
supplier to Sears, Roebuck and Co. of many major home
appliances marketed under the Kenmore brand name.

Financial Summary

(dollars in millions, except per share data) 1997 1996 % Change

Net sales $ 8,617 $ 8,523 1.1%

Net earnings (loss) from
continuing operations $ (46) $ 141 NA
Per share on a

diluted basis $ (0.62) $ 1.88

Net earnings (loss) $ (15) $ 156 NA
Per share on a

diluted basis $ (0.20) $ 2.08

Net earnings excluding
non-recurring items $ 238 $ 175 36.0%
Per share on a

diluted basis $ 3.15 $ 2.32

Stockholders’ equity $ 1,771 $ 1,926 (8.0)%
Total assets $ 8,270 $ 8,015 3.2%
Return on equity (0.8)% 8.2%
Return on equity excluding

non-recurring items 12.0% 9.1%
Return on assets (0.7)% 1.8%
Return on assets excluding

non-recurring items 2.7% 2.0%

Book value per share $ 23.71 $ 25.93 (8.6)%

Dividends per share $ 1.36 $ 1.36
Average dividend yield 2.5% 2.7%

Share price
High $ 69 1/2 $ 61 3/8

Low $ 45 1/4 $ 44 1/4

Close $ 55 $ 46 5/8 18.0%

Total return to shareholders 6.8% 6.3%
(five-year annualized)

Shares outstanding (in 000’s) 75,262 74,415
Number of stockholders 10,171 11,033
Number of employees 61,370 48,163
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Chairman’s Letter

To Our Stakeholders: More than nine years ago

Whirlpool Corporation embarked on a bold journey

to create shareholder value by becoming the clear

leader in the emerging global major home-

appliance industry. Today, we do just that –

we lead the industry.

Over this period, we developed a

groundbreaking strategy, aggressively

implemented it around the world,

and are now moving into the next

phase – more fully integrating our

global operations. I will tell you that

we have progressed further and

faster than I ever thought possible

when we first embarked on this

strategy in the late 1980s, despite

some bumps along the way. In 1997,

we again moved forward by

strengthening our worldwide network

and by more fully integrating our

enterprise at all levels. It was a year of

significant changes and challenges at

Whirlpool; however, our people

remained focused on the business to

deliver solid operating performance improvements.

Net sales for the year increased to a record

$8.6 billion, one percent ahead of the 1996 high of

$8.5 billion. Net earnings, exclusive of non-recurring

charges, totaled $238 million, or $3.15 per diluted

share, up significantly from $175 million, or $2.32 per

diluted share, one year ago. These results are notable

given the well-documented and tough economic

conditions we faced in several markets, particularly

during the second half of the year. Including non-

recurring items, 1997 produced a loss of $15 million,

or 20 cents per diluted share, versus earnings of $156

million or, $2.08 per diluted share, in 1996.

In the third and fourth quarters we took

restructuring charges to fundamentally change the

overall structure of our company and to solidly

improve our value-creation performance going

forward. These charges touched all of our businesses

– Europe, Asia, North America and Latin America, and

totaled $294 million, after-tax.

These steps, when fully implemented, will

eliminate about 7,900 positions throughout the

organization by increasing efficiencies and productivity

in each business unit. These decisions were not easy

for the company nor for the people affected by them.

DAVID R. WHITWAM
Chairman of the Board
and Chief Executive Officer
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value while being captive to an appliance

manufacturing company. Thus, we made the decision

to enter into a strategic partnership with

Transamerica, which will allow us to continue to serve

Whirlpool customers and enable the company to

channel investments into areas that will create greater

value in the long term.

As I stated earlier, 1997 was a year of directed

change and rapid implementation for Whirlpool, but

our organization is now better positioned to deliver

solid and consistently improving operating

performance and gain leverage from our global size.

To create value in 1997, we shifted our focus

from expanding our global presence to solidifying and

integrating the Whirlpool network, comprised of

businesses in North America, Europe, Latin America and

Asia. We remain the market leader in North America,

generating $5.3 billion in net sales. Whirlpool, through

its enhanced partnership with the Brasmotor Group,

now holds the number one market position, which is

more than two-times larger than any local competitor,

in Latin America, with $2.4 billion in net sales. Our

company holds the number three market position in

Europe with net sales of $2.3 billion, and we have a

major presence in Asia generating $400 million in net

organization by increasing efficiencies and productivity

in each business unit. These decisions were not easy

for the company nor for the people affected by them.

We believe they are necessary decisions; they will

significantly improve the competitiveness of our

company, and improve operating performance in both

the short and long term. The returns will be

substantial; when fully implemented in 2000, we

expect annual cost savings of more than $200 million,

though the majority will be realized in 1998 and 1999.

At the same time, we announced an extension

of our very important partnership with Brasmotor

S.A., with whom we’ve had an affiliation for 40 years

in Brazil and throughout Latin America. Our decision

to purchase majority-voting control was a natural

evolution of that relationship and further extends our

global leadership position.

In addition, we announced in September our

decision to sell the inventory and consumer finance

business of Whirlpool Financial Corporation (WFC),

our financial services subsidiary, to Transamerica

Corporation. WFC had contributed a great deal to

Whirlpool Corporation over the past 40 years, yet

our studies suggested that it was exceptionally

difficult for WFC to grow its business and create
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million. This move was a logical next step for the

strong partnership that began in 1957 and allows both

Whirlpool and Brasmotor to be better positioned to

compete, grow and create value in Latin America and

the rest of the world.

Under the leadership of H. Miguel Etchenique,

Brasmotor’s chairman, the company and its operating

subsidiaries performed very well during 1997,

maintaining its focus on consumers, costs and

productivity despite a market that retreated from the

record highs of 1996. We anticipate that 1998 will

continue to be a challenging year but expect that

appliance industry volumes will approximate 1997 levels.

Whirlpool Corporation’s board of directors

expanded to 13 members with the election of Mr.

Etchenique to a board seat, effective December 1997.

Whirlpool will benefit from both his extensive

experience and vision as we move to integrate our

global operations more fully around the world.

Europe proved to be a bright spot for us in

1997, following two years of turbulent times. Our

performance in Europe has consistently improved,

quarter after quarter, following cost-reduction and

productivity improvement efforts begun in 1996. In

addition, we aggressively marketed our product line,

sales, from which we can participate in the future

growth of that important market.

In North America, new product introductions

under the Whirlpool and KitchenAid brands led our

continued strong performance. For example,

consumers have been demanding our new AccuBakeTM

range by name, leading to a significant increase in our

share of the cooking products market. We maintained

our overall market share lead despite intense pricing,

competitive pressures and weak sales of air

conditioners during the cooler-than-normal selling

season. We also completed an extensive study of

North American consumer perceptions and

preferences that will lead to new product and brand

introductions in 1998. These introductions will

reinforce our market position in the face of a

projected, though slight, downturn in the North

American market in 1998.

In Latin America, Whirlpool now owns 66

percent of the voting shares of Brasmotor S.A., which

includes Whirlpool Argentina and Multibrás

Eletrodomésticos S.A., the leading appliance company

in Latin America with annual sales of $1.6 billion, and

Embraco S.A., the world’s second largest hermetic

compressor manufacturer with annual sales of $790
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which has been extensively redesigned in the last two

years and improved the mix of our products and

brands across the many markets that define our

European region. To help continue our momentum,

we expect a slight gain in industry shipments in 1998.

Additionally, we continued to expand our

business in Central Europe and other emerging

markets by drawing on our expertise throughout our

other European operations. As a result, Whirlpool

remains the leading brand across the whole region –

quite an accomplishment given that it was largely

unknown in Europe at the beginning of the decade.

We expect the momentum we built in 1997 to

continue into 1998 through further revenue growth,

new product introductions, expanded distribution in

such places as Russia, and additional cost reductions

from restructuring actions.

In 1997, we took steps to strategically refocus

our Asian business and improve both our cost

position and executional capabilities. We refined our

strategy to better concentrate our resources on

investments for short- and long-term performance.

The rapidly changing marketplace conditions of the

region, especially in China, made these moves

absolutely necessary and appropriate. Our lower cost

structure and focus on the remaining majority-owned

joint ventures in China, combined with our strong

market position in India and Asia-Pacific sales

subsidiaries, leave Whirlpool well positioned for

future growth and profitability in this region.

Our plans in Asia remain ambitious as we

continue to operate five manufacturing sites and

employ about 8,000 people in that dynamic market.

In 1998, we will introduce new products, widen our

distribution, and improve our sales and unit volumes.

Our growing knowledge of Asia and ability to draw on

the other global resources of Whirlpool will lead to

continued improvement in our operating performance

in 1998 and beyond, especially as we manage through

a difficult market and economic environment.

Our 1998 global plans reflect our shift in focus

from building a global enterprise to aligning and

integrating it. More specifically, we will improve our

customer satisfaction, productivity and speed in the

marketplace through initiatives to improve quality,

processes and systems worldwide, as well as work to

reduce costs and working capital. And we will do this

while continuing to build our brands worldwide,

especially in places like China and India where the

Whirlpool brand was introduced full scale in 1996.
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Starting in 1998, our product development

work will be accomplished under our new global

product development organization. Where we once

conducted product design and development work on a

regional basis, we now work through one globally

integrated group. We believe this will bring improved

capabilities to our product design and development,

with substantially reduced costs and cycle times.

But strategy and market position mean little

without the driving force and commitment of our

people. Here, too, we have begun to cultivate a work

environment in which we can build stronger

commitment, pride and performance, thus becoming

one team of Whirlpool people around the world. In

1997, to help create a sense of common beliefs, values

and behaviors, we introduced a transformation effort

known as the High-Performance Culture (HPC) to all

Whirlpool employees. HPC is centered on five shared

values – respect, integrity, teamwork, learning to lead

and the spirit of winning – which represent the

essence of who we are as a company.

Using these values to align our organization

around a common corporate culture has improved

our ability to view our business globally. After all, a

company is a group of people working toward a

common goal. And while we are starting to see that

integrating and exploiting our capabilities more fully

around the world is leading to ever-increasing levels

of shareholder value, we know there is still much

more to be accomplished. Again, no one else in our

industry is positioned as well as Whirlpool to make

this happen.

I am proud of our improved performance in

1997, and I am particularly proud of the ability of the

61,370 men and women of Whirlpool to meet, head

on, the challenges and opportunities the year brought

us. As we look toward the next millennium, we are

further along our global journey than I ever expected.

Today, we are uniquely positioned in our industry to

realize the speed, cost and productivity benefits of

global integration. Given the significant progress we

made in 1997, I remain confident that our long-term

strategy, and our capacity to carry it out, will lead to

consistent value creation both now and in the future.

David R. Whitwam
Chairman of the Board and Chief Executive Officer
February 10, 1998
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Global Integration Introduction

It all began with a vision and the realization in the

late 1980s that the home appliance industry would

become global in scope over time. From this

realization, we developed and began to execute an

aggressive strategy to remake and expand Whirlpool

Corporation.

Working from our strong United States

market, we expanded globally. First, in Europe we

quickly implemented an

innovative strategy that

sought to make the most of

the common needs of our

customers across the

region, while still

respecting local

preferences. Next, in

cooperation with Brasmotor,

we developed a strategy to

grow the Latin American

home-appliance markets. By

1995 we had built the necessary

infrastructure to enter into the

dynamic and fast-growing Asian

markets. Then in 1997 we

consolidated our Latin American investment with the

purchase of controlling voting interest in Brasmotor.

Today our global network is largely complete.

Yet the biggest challenge of our global strategy

remains before us – to fully integrate our global

operations. For Whirlpool, global integration means

using our unequaled resources, knowledge, skills,

products, brands and technology to develop a

sustainable competitive advantage. The benefits of

integration are profound; we are using

common approaches to our business

worldwide, moving with greater speed,

at a lower cost, in offering consumers,

worldwide, the products and

features that deliver superior

performance and value.

We have only just begun

to realize the power of such

global integration. In the pages that

follow we will illustrate four

examples, one from each region, of

global integration. Through these

efforts and all our others, we plan to

drive superior long-term value for you,

our stakeholders.

Executive Officers
Front Row: PAULO PERIQUITO, RALPH HAKE, JEFF FETTIG

Back Row: MIKE THIENEMAN, RON KERBER, BILL MAROHN, BOB HALL
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Global Processes

In 1997 we made significant progress toward applying full use of Whirlpool

Corporation’s global resources to create a clear and sustainable competitive

advantage within our industry. One example is our new supply-chain task force,

led by J.C. Anderson, vice president, North American manufacturing and

technology, and staffed with people from both North America and Europe. They

are reviewing all aspects of our North American and European supply-chain

operations, from raw materials to finished-products delivery, with an eye toward

reducing our costs and incorporating Whirlpool Corporation’s best practices and

processes in procurement, manufacturing and logistics on a truly global basis.

l North America

AccuBakeTM

Electric and Gas Ranges

The latest Whirlpool gas and

electric ranges, produced in Tulsa,

Oklahoma, offer more oven space

than any other range in the

industry – 4.65 cubic feet –

making even the largest meals

easy to prepare in record time.

Even with huge ovens, these

ranges cook foods evenly every

time thanks to their exclusive

AccuBakeTM cooking system. The

secret is precise, computer-driven

electronic controls that keep the

oven in the desired temperature

range and EZ-TouchTM settings that

operate the most often used

functions.
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North American Operations

Our continued consistent performance in the

important North American market was driven by our

ability to focus on understanding the needs of

consumers and using that knowledge to deliver

products that exceed their expectations. At the same

time, we continued to improve productivity and

accelerated our cost reductions in the face of a very

competitive marketplace.

Several significant product advances were made

in North America, including the successful first full

year of distribution of the popular new stainless-steel

KitchenAid brand dishwasher, built in Findlay, Ohio, and

incorporating design features first introduced in

Europe. Consumer acceptance of our free-standing

electric and gas ranges, featuring our exclusive

AccuBakeTM technology, led to full-capacity production

at our newest facility in Tulsa, Oklahoma. These

cooking products have been so well received that

Sears, Roebuck and Co. will be adding select

Whirlpool-built models to its Kenmore brand name

across the U.S. in the fourth quarter of 1998.

In addition, Sears will purchase over-the-range

microwave ovens, newly designed at our microwave

oven technology center in Norrköping, Sweden.

While still under way, the results hold promise.

Not only have both North America and Europe already

benefited from the simple and regular exchange of the

best practices, skills and processes, but the task force

is targeting a significant savings in the use of working

capital, better technology applications and reduced

process-development spending.

For instance, we are examining the use of similar

components in appliances produced in all regions.

Although great strides have been made through our

global procurement initiatives, we are still sourcing

similar components from different suppliers and have

not fully engineered commonality into all of our

product platforms. By looking at our needs globally, we

can maximize our economy-of-scale savings and still

deliver products that exceed consumers’ expectations.

Our global technology organization is now charged with

accelerating these benefits.

We are confident that the advantage of our

global enterprise lies in such efforts where we can

combine the many talents, skills and experiences of

our people to approach our business from common

product and process platforms worldwide, yet

maintain the uniqueness required to do business in the

various regions.
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Again, product features reflect the results of extensive

consumer research in North America that confirmed

consumer acceptance for key features, such as the

largest usable capacity in the industry. The new

microwave ovens are built at our microwave oven

joint-venture factory in Shunde, China, for export to

Sears stores all over North America.

More technology sharing has occurred in other

product categories as well. For example, our

AccuBakeTM technology for free-standing ranges has

also been incorporated in the latest built-in ovens,

produced in Oxford, Mississippi. In addition, a new

Whirlpool brand automatic washer, built in Clyde,

Ohio, features a rinse setting that requires 40 percent

less water than conventional models for those

consumers who demand energy and water savings.

Following in-depth research of consumer

behaviors and preferences, we are launching two new

brand extensions – Whirlpool Gold for the busy

consumer who always buys the best and KitchenAid

Classics for the buyer seeking ultimate luxury in home

appliances. Both will offer highly featured products

and clear benefits that serve consumers effectively.

All of our product and brand-development

work in North America is based on our market-driven

approach to uncover consumer needs, which will

result in tailoring products and services to meet

them. This approach was used extensively in

developing our new Whirlpool-brand positioning that

pinpoints what people really want from their

appliances, as well as life –  “A Job Well Done.”  This

new theme touches on the superior performance of

our products and the satisfaction that comes from

doing a task well.

Another example of our global integration is

our plan to expand the use of products from one

geographic region to another. This practice is already

being explored at Inglis Ltd., Whirlpool Corporation’s

wholly owned Canadian subsidiary, and Vitromatic

S.A., our Mexican affiliate. Such innovation and

aggressive management has led to two straight years

of record sales and profits in Canada.

These efforts show the degree to which our

North American people are leading the industry with

the understanding that we must win every day in the

marketplace with our consumers and trade partners.

Only then, will we win with our stakeholders and

accomplish “A Job Well Done.”
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Global Market Expansion

Creating a global presence offers little competitive advantage unless a

company can quickly apply lessons learned in one region to challenges or

opportunities it finds in another. Whirlpool Europe has been applying its

l Europe

Electronic

Microwave Oven

The TalentTM microwave oven, built

in Norrköping, Sweden, and

introduced throughout Europe in

1997 under the Whirlpool brand,

combines all the customer-

pleasing features of its

predecessors (including one-

touch, fuzzy logic control) with a

number of improvements. Its 3D

system of microwave distribution

increases the usable oven space

by 50%, compared to similarly

sized models, because the

turntable is no longer necessary.

The drop-down door also serves

as a convenient shelf capable of

supporting nearly 45 lbs.

(20 kilos) of weight. The new

oven continues Whirlpool’s

trendsetting tradition in

microwave ovens.
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expertise to speed its entry into new markets. This

involves building a strong brand position, establishing

reliable logistics and distribution networks and

recruiting capable, local managerial talent. As a result,

we have established a leadership position for most of

the emerging markets of Central Europe, as well as

parts of the Middle East and Africa.

During 1997 our emerging markets team,

drawing on global resources in manufacturing and

marketing and its own, growing knowledge base for

creating successful operations in developing nations,

established new sales offices in Lithuania, Estonia and

Latvia. At the same time, the team posted double

digit growth in countries it entered the previous year

– Romania, Bulgaria, Turkey, Morocco and South Africa.

We also strengthened our position in Russia and the

Commonwealth of Independent States. Given this

success, the company expanded the team’s sphere of

responsibility to include a number of Asian markets.

While these markets may at first appear to be

dissimilar, they actually share a number of traits and

consumer purchasing preferences with their emerging

market counterparts elsewhere. All told, we now

serve more than 100 emerging markets worldwide.

The team brought considerable resources to

bear on our new business in South Africa,

reengineering manufacturing processes, introducing a

new quality system and launching a full line of

products under the Whirlpool and KIC brands,

supported with customer-appealing imports from

around the world.

Overall, our emerging markets team has now

built a strong foundation for supplying knowledge and

highly skilled people to the rest of our business as we

exploit the potential of new markets.

European Operations

Whirlpool’s European business reported substantial

operating improvements in 1997 and performance

records in a number of categories. Sales in local

currency grew by more than 8 percent – the best ever

for the business. Other records were realized in net

cost productivity, unit shipments, customer satisfaction

levels with our service, product quality improvement

and market share for the Whirlpool brand.

These achievements outpaced the industry as a

whole, which grew by 3-4 percent, despite a

continued, slow economic environment. Our

operating performance improved through a

combination of actions, including a better mix of
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higher-margin products and better defined brand

positioning for our principal brands of Whirlpool,

Bauknecht, Ignis and Laden.

On the product side, our redesigned dryers

from Amiens, France, gained strong customer

acceptance. We also successfully introduced a new

line of built-in and free-standing refrigerators and

cooktops. Consumers like the refrigerators’ new

aesthetics and their flexible interior design features

with “intelligent space management.”  Carefully

controlled temperature zones offer best-in-class food

preservation. Our new cooktops also claim best-in-

class performance with a stylish, easy-to-clean design.

Among our most successful product launches

of the year was our new TalentTM microwave oven

from Norrköping, Sweden. It has further consolidated

our European leadership position in the premium

microwave-oven market segment. Where its

predecessor featured dual sources of microwaves,

Talent offers a “3D” system. Its door opens from the

top downward, improving accessibility. Whether

you’re cooking a turkey or baking a pizza with our

exclusive “crisp” technology, this microwave oven

delivers superior performance.

Finally, in 1997 our European marketing and

sales team forged important new relationships with

several major trade customers who helped drive our

revenue growth and who have the capability to boost

our performance further in 1998.

We expect to continue this momentum in 1998

as we implement an aggressive strategy to create

economic value in this business. We will do so

through a combination of revenue-growth actions and

continued attention on improved asset utilization and

cost reductions. New products under development in

washing and refrigeration will complement the major

development work we began several years ago. For

example, our factory in Poprad, Slovakia, just started

production of a low-cost, front-loading washer that

will be marketed throughout Europe.

Such are the opportunities we will continue to

seek as we apply our growing expertise to expand our

business in existing and emerging markets and

establish clear industry leadership.
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Global Integration

We’ve long recognized the strength, scale, knowledge and management

expertise of Brasmotor S.A., Whirlpool’s partner in Latin America. When

our partnership began in Brazil in 1957, Brasmotor found in Whirlpool the

support it needed to develop and consolidate its own production of major

l Latin America

Electronic

Air Conditioner

The new Brastemp electronic air

conditioner, built in Manaus,

Brazil, a free-trade zone in

northern Brazil, features an

intelligent fuzzy logic system

which provides three operating

modes for maximum comfort. In

addition, a remote control with

liquid crystal display provides

operation information such as a

temperature read-out. With its

low noise and energy

consumption, this product is

designed to provide hours and

hours of comfort.
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home appliances. Similarly, Whirlpool found in

Brasmotor a partner to help it grow internationally in

a rapidly emerging market. Early in the relationship,

Whirlpool provided not just capital, but equipment,

product designs and administrative control systems,

while Brasmotor returned local market knowledge

and marketing expertise.

Whirlpool supported Brasmotor’s expansion in

the 1960s, ’70s and ’80s, particularly in the acquisition

of Consul, a competing appliance company, and

Embraco, a leading producer of hermetic refrigeration

compressors. The Brasmotor-Whirlpool ties

strengthened over time, as the Brasmotor group of

companies, under the leadership of H. Miguel

Etchenique, grew into the leading consumer goods

enterprise in Brazil and throughout Latin America.

In the 1990s Whirlpool assisted Brasmotor in

the formation of Multibrás, a new appliance company

resulting from the merging of three well-known and

highly respected companies, Brastemp, Consul and

Semer, and more recently the marriage with Whirlpool

Argentina. Today, following a regionally integrated

business approach, the Brasmotor group of companies

commands the Brazilian home appliance market with

more than two times the market share of the nearest

competitor. Together, through Multibrás and other

sales organizations, we also lead the Latin American

markets outside of Brazil.

Consequently, the Whirlpool decision to

purchase majority-voting control in Brasmotor was a

logical next step in our long history of partnership,

and we look forward to working with other important

Brazilian shareholders in growing this business.

Today we are focused on gaining the many

advantages our combined size and scale can offer

Latin American consumers – especially given the

global appliance companies moving into that region.

We have already made progress by including the Latin

American organization in the Whirlpool global

procurement and global product development efforts,

and, based on our history of collaboration, we’ve

already fostered the quick and open exchange of

information, ideas and manufacturing processes.

Whirlpool and Brasmotor share common strategies,

ranging from investment planning and decisions to the

choice of markets for the introduction of new

products. Implementation of such joint strategies has

led to productivity gains and reduced cycle times.
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America to include Whirlpool-designed microwave

ovens. The microwave oven design and technology

come from the company’s global microwave oven

business unit based in Norrköping, Sweden, and is

based on a product platform that we currently build in

China. We’ve also introduced a new high-efficiency air

conditioner based on consumer preferences for better

cooling controls. We will produce both new products

in the second quarter of 1998 at a new factory in

Manaus, a free-trade zone in northern Brazil.

In addition, a major product renewal effort will

result in most of our product line being redesigned

and updated in the next two years. The first

redesigned products will be washers, freezers and

refrigerators. Importantly, all new products are

developed under our global product-business teams.

We are confident that the leadership

capabilities in Brazil, combined with our plan to more

fully integrate the Brasmotor business into

Whirlpool’s global network, will allow us to continue

to perform solidly in Latin America. And, based on

our combined knowledge, experience and leadership

we remain optimistic about our ability to realize

substantial stakeholder value from the region.

Latin American Operations

After a strong first six months, the national market of

Brazil slowed during the second half of the year,

especially following implementation of a new federal

economic plan to support the Brazilian currency and

economy. While we believe that the steps announced

by the Brazilian government were correct and

appropriate, in the short term they adversely affected

the economy and demand for durables, including home

appliances.

The Brazilian home-appliance market doubled

in size between 1993 and 1996. We knew that such

dramatic growth levels were unsustainable. In 1997

the Brazilian home-appliance market declined about

10 percent from 1996 levels, returning to more

normal levels of demand. Though the Argentine

economic growth also slowed somewhat in the

second half of 1997, our Argentine business

performed well and maintained its operating margins.

We expect Brazilian appliance industry shipments in

1998 to approximate 1997 levels.

Based on our long-term efforts to attract and

keep customers for life, and in response to consumer

research, we’ve upgraded our product line in Latin
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Global Technology

Whirlpool Corporation’s global size offers an obvious

advantage in activities such as procurement, where

today nearly one-third of our manufacturing

components are purchased globally. An even greater

advantage exists in using the Whirlpool global

network for product-development activities, including

research, design and technology development.

One recent example of our global product-

development capability is the new no-frost and CFC-

free refrigerator, developed for our newly constructed

factory in Pune, India. This adds a vital product

offering to our Indian product line-up and helps to

maintain our leading marketing position. What are the

benefits of this approach?  A global team, including

Whirlpool people from Asia, North America and

Europe, using the company’s best design, technology

and engineering capabilities, developed the new no-

frost refrigerator. Without the global bench strength,

our Indian operations would not have had the

resources to develop this important product and

would have been disadvantaged in the marketplace.

Global product teams now support

development for each of our major product

categories – laundry, cooking, refrigeration and

dishwashers. These product categories are in addition

to microwave ovens and air treatment products, which

we already manage as global business units and where

we have tested and refined our global management

concept. Where we once conducted product

development work regionally, we now do so with a

global perspective. This approach offers the

opportunity to use common components and

appliance sub-systems around the world. We expect

this to lead to improved capabilities, fewer product

platforms and reduced capital spending globally.

Furthermore, we expect our product development

cycle times to decrease significantly, while the

exchange of world-class products, processes and

technology will dramatically increase. We are

confident that global integration of our product-

development activities will lead to new products that

are markedly different from those of our competitors.

Asian Operations

Although our operating performance in Asia resulted

in a loss for 1997, there were significant

improvements given the economic uncertainties in the

region. The numerous actions we took in the region

leave us positioned for short-term improvements and
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l Asia

No-frost, CFC-free

Refrigerator

Whirlpool’s new global no-frost

refrigerator is being built

specifically for the Indian market

at the company’s new facility in

Pune, India. The new refrigerator

is available in three popular sizes

and offers consumers no-frost

cooling and freezing with low

sound and energy-use levels. In

1998, Whirlpool Asia plans to

export shipments of the new

model to the Middle East and

parts of Africa.
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long-term participation in the world’s largest home

appliance market. We exited our Beijing Snowflake

joint venture to produce refrigerators and are in the

process of reducing our investment in Whirlpool

Raybo, the air conditioner joint venture. We also

took steps to significantly reduce our costs by folding

many Asia-support functions into the broader

Whirlpool global network.

Why did we take these difficult, but necessary,

steps?  The business analysis we completed in making

these decisions showed significant over capacity in

these two product categories, not just for today, but

for the foreseeable future. For example, refrigeration

manufacturing capacity doubled in 30 months in

China, far outstripping consumer demand and

depressing prices. As we looked at our capability in

this environment, it became clear that we needed to

refocus our resources to allow us to grow from our

strengths, while reducing costs and simplifying our

structure throughout the region.

Accordingly, in China we made the decision to

focus on two of our joint ventures – Whirlpool

Narcissus, which manufactures automatic washers, and

Whirlpool Shunde SMC, which manufactures

microwave ovens – one million of which we export to

North America and Europe for sale under our various

brand names. We also moved responsibility for Asia-

Pacific sales into our emerging market group based in

Europe. Given Asia’s size and growth potential, we

remain unquestionably committed to this important

region, as evidenced by our five manufacturing sites

across China and India, solid product portfolio,

presence in the region’s major markets and 8,000

employees.

Even though we made significant changes in

Asia, we made significant strides too. Our sales

companies in markets such as Australia and Hong

Kong continued to grow their unit volumes, market

share and profitability. In India, we expanded the

introduction of the Whirlpool brand by transferring

our refrigerator line from the Kelvinator brand to the

Whirlpool brand, which was challenging given the flat

market performance there in 1997. And in China, we

further brought the Whirlpool brand name to

consumers with a new line of microwave ovens and

washers, both designed and built specifically for

Chinese consumers.

In 1998 we expect to increase both our unit

volumes and revenues as we introduce the no-frost

and CFC-free refrigerator and update our washer

1
9

9
7

 
•

 A
s

i
a



products in India. In addition, we have aggressive

plans to build the Whirlpool brand and improve

customer satisfaction in India using newly created

indices to measure both quality and service levels.

We also plan to launch a new vertical-axis

washer in China and produce a new line of over-the-

range microwave ovens in China for export to Sears,

Roebuck and Co. in the United States. Our sales

force in China will move aggressively to build the

Whirlpool brand name throughout China following the

series of retail trade shows we conducted in 1997 to

fully launch the brand as we built our presence there.

As we’ve said before, Asia is already the

world’s largest appliance market, with forecasted

growth levels much stronger than other more mature

markets. Asia represents a very important piece of

our long-term global strategy. We intend to win in

Asia, but to do so we must position ourselves for the

long term, while driving significant short-term

performance improvements.
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Major Whirlpool Brands

Narcissus*
Raybo
SMC*
TVS*
Whirlpool

Company, Affiliate Operations

● Headquarters
Asian Headquarters
Hong Kong, China

New Delhi, India

▲ Joint Ventures 
Whirlpool Narcissus (Shanghai)
Co. Ltd.
Shanghai, China

Whirlpool Shunde SMC Microwave 
Products Co. Ltd.
Shunde, China

Shenzhen Whirlpool Raybo Air 
Conditioner Industrial Co. Ltd.
Shenzhen, China

■ Manufacturing
Faridabad, India 
Pondicherry, India
Pune, India
Shanghai, China
Shenzhen, China
Shunde, China

Principal Products

Automatic Washers 
Microwave Ovens
Refrigerators
Room Air Conditioners

Major Whirlpool Brands

Bauknecht
Ignis
Laden
Whirlpool

Company, Affiliate Operations

● Headquarters
Comerio, Italy

▲ Joint Ventures 
Riva di Chieri, Italy

■ Manufacturing
Amiens, France
Calw, Germany
Cassinetta, Italy 
Comerio, Italy
Isithebe, South Africa
Naples, Italy
Neunkirchen, Germany
Norrköping, Sweden
Poprad, Slovakia
Schorndorf, Germany
Siena, Italy
Riva di Chieri, Italy
Trento, Italy

Principal Products

Automatic Dryers 
Automatic Washers 
Dishwashers
Freezers
Microwave Ovens
Ranges
Refrigerators

Major Whirlpool Brands

Brastemp
Consul
Eslabon de Lujo
Semer
Whirlpool

Company, Affiliate Operations
● Headquarters

Brasmotor S.A., Multibrás S.A.
São Paulo, Brazil

Embraco S.A.
Joinville, Brazil

Whirlpool Argentina
Buenos Aires, Argentina

■ Manufacturing
Cabo de Santo, Agostinho
Joinville, Brazil
Manaus, Brazil
San Luis, Argentina
Santa Catarina, Brazil
São Paulo, Brazil

Principal Products

Automatic Dryers  
Automatic Washers 
Dishwashers
Freezers
Microwave Ovens
Ranges
Refrigerators
Room Air Conditioners

Major Whirlpool Brands

Acros*
Admiral (Canada)
Chambers
Crolls* 
Coolerator
Estate
Inglis 
KitchenAid
Roper
Speed Queen (Canada) 
Supermatic*
Whirlpool

Company, Affiliate Operations
● Headquarters

Global and North American 
Headquarters
Benton Harbor, Michigan

Inglis Ltd.
Mississauga, Canada

▲ Joint Ventures
Vitromatic S.A.
Monterrey, Mexico

■ Manufacturing
Celaya, Mexico 
Clyde, Ohio
Evansville, Indiana
Findlay, Ohio
Fort Smith, Arkansas
Greenville, Ohio
LaPorte, Indiana
LaVergne,Tennessee
Marion, Ohio
Monterrey, Mexico
Montmagny, Quebec
Oxford, Mississippi
Puebla, Mexico
Reynosa, Mexico
Tulsa, Oklahoma

Principal Products

Automatic Dryers
Automatic Washers
Built-in Ovens
Dehumidifiers
Dishwashers
Freezers
Ice Makers
Microwave Ovens 
Ranges 
Refrigerators
Room Air Conditioners
Trash Compactors

*Used with permission

North America Europe Latin America Asia
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Results of Opera t i o n s

The consolidated statements of earnings summarize operating re s u l t s
for the last three ye a r s . This section of Management’s Discussion and
A n a lysis highlights the main factors affecting changes in operating
results during the thre e - year period. The accompanying financial
statements include the company ’s investment in Whirlpool Financial
Corporation (WFC) on a discontinued basis and the company ’s
i nvestment in its Brazilian subsidiary, Brasmotor S.A., on a
consolidated basis for the last two months of 1997. Prior to the
c o n s o l i d a t i o n , the Brazilian operations we re accounted for on an
equity basis.

Prior to the fo u rth quarter of 1997, the company ’s Brazilian
operations we re re p o rted on a one month lag. In the fo u rth quart e r,
this one month re p o rting lag was eliminated and the Brazilian re s u l t s
for the year ended December 31, 1997 included activity for 13
m o n t h s . The effect of eliminating the one month lag increased net
earnings $5 million, excluding non-re c u rring items.

Net Sales

Net sales we re $8.6 billion in 1997 including two months of sales
related to consolidating Brasmotor, an increase of 1% over 1996.
Excluding currency fluctuations and the consolidation of Brasmotor,
net sales we re down 1% ye a r- ove r- ye a r. N o rth American unit vo l u m e s
we re up 1% over 1996, in an industry that was up less than 1%. N o rt h
American sales we re down 1% compared to 1996, due to competitive
pricing part i a l ly offset by increased volume and favorable product mix.
N o rth American industry shipments are expected to be down slightly
in 1998. E u ropean unit volumes we re up 4% over 1996 while the
i n d u s t ry was up nearly 4%. E u ropean sales we re down 6% compare d
to 1996; h oweve r, excluding the effect of currency fluctuations, s a l e s
we re up more than 8% ye a r- ove r- ye a r. Sales growth in Euro p e, in local
c u rre n c y, reflects stabilization of the trend of declining price
realization that affected the industry for the last three ye a r s .
E u ropean industry shipment growth is expected to be up 2% in 1998.

Net sales we re $8.5 billion in 1996, an increase of 4% over 1995.
Excluding currency fluctuations, net sales we re up 5% ye a r- ove r- ye a r

due to the impact of increased vo l u m e, p a rt i a l ly offset by unfavo r a b l e
brand and product mix. N o rth American unit volumes we re up 2%
over 1995 in an industry that was up nearly 5%. N o rth American sales
we re up 4% due to a combination of higher pricing and volume and
i m p roved product mix. E u ropean unit volumes we re up 11% over 1995
while the industry was down nearly 2%. E u ropean sales we re up 3%
c o m p a red to 1995 and we re up 5% excluding currency fluctuations.
P a rt i a l ly offsetting the impact of volume increases on sales grow t h
we re unfavorable brand and product mix, as consumer pre fe re n c e
c o n t i nued the trend tow a rd lowe r-priced brands and pro d u c t s ,
without any substantial price increases during the ye a r.

E x p e n s e s

G ross margin percentage improved by 1% in 1997 compared to 1996.
N o rth American gross margin percentage improved principally due to
m a nufacturing efficiencies, e f fe c t i ve cost control management and
reduced material costs, p a rt i a l ly offset by price deterioration. P r i c e
realization combined with improved product mix, e f fe c t i ve cost
c o n t rol management and reduced material costs have improved the
E u ropean gross margin percentage 2% compared to the prior ye a r.

G ross margin percentage on product sales deteriorated 1% in
1996 compared to 1995 as the North American margin improve m e n t
of 1%, stemming from improved product mix and higher pricing, w a s
m o re than offset by a 5% European margin deterioration. E u ro p e a n
margins reflect customers shifting to lower margin brands and
p ro d u c t s , u n f avorable currency fluctuations, d e l ays in achieving cost
targets on new products and stagnant pricing in the marke t p l a c e.

Selling and administrative expenses, excluding non-re c u rr i n g
i t e m s , as a percent of net sales we re flat in 1997 compared to 1996.
The North American and European percentages we re both essentially
flat with the prior ye a r.

Selling and administrative expenses as a percent of net sales
d e c reased slightly in 1996 compared to 1995. The expense perc e n t a g e
in North America decreased slightly, while the European expense
p e rcentage declined 1% in 1996 primarily due to reduced selling costs
and tight control over other spending. E u rope also benefited from cost
reductions stemming from restructuring effo rts executed during 1995.

Restructuring costs of $343 million in 1997 we re incurred to
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better align the company ’s cost structure within the global home-
appliance marke t p l a c e. The restructurings are expected to result in
a n nual savings of about $200 million when fully implemented by the
year 2000. R e fer to Note 10 to the accompanying consolidated
financial statements.

Restructuring costs of $30 million in 1996 improved the
c o m p a ny ’s long-term cost competitiveness and profitability in the
N o rth American refrigeration market and in A s i a , with annual cost
s avings of $37 million when fully implemented. R e fer to Note 10 to
the accompanying consolidated financial statements.

Other Income and Expense

I n t e rest and sundry expense for 1997, including the Brasmotor
c o n s o l i d a t i o n , was down compared to 1996. Excluding the impact of
consolidating Brasmotor, i n t e rest and sundry expense was flat with
1996 and 1995.

I n t e rest expense for 1997 was up compared to 1996 due to the
Brasmotor consolidation. Excluding the impact of consolidating
B r a s m o t o r, i n t e rest expense was flat in 1997. I n t e rest expense fo r
1996 increased significantly from the prior year due to higher
b o rrowing levels (Refer to Cash Flows-Financing Activities) and higher
i n t e rest rates.

Income T a xe s

The effe c t i ve tax rate for continuing operations, excluding non-
re c u rring items, was 44% in 1997 compared to 62% in 1996 and 42%
in 1995. The lower effe c t i ve tax rate in 1997 compared to 1996 is due
to the diminished impact of permanent items resulting from higher
p retax earnings, the impact of consolidating Brasmotor, as well as
c e rtain tax loss benefits. The increase in the provision in 1996
c o m p a red to 1995 is primarily due to higher unbenefited losses in
A s i a , the re l a t i ve ly larger impact permanent items had on the effe c t i ve
tax rate due to lower net earnings, and an unfavorable mix of pre t a x
earnings and losses by country, p a rt i a l ly offset by tax credits re l a t i n g
to prior ye a r s .

Earnings/(Loss) from Continuing Operations bef o re Equity
Earnings and Other Items

Earnings/(loss) from continuing operations befo re equity earnings and
minority interests we re $(162) million, $30 million and $124 million in
1 9 9 7 , 1996 and 1995. Excluding the impact of non-re c u rring items,
earnings befo re equity earnings and minority interests we re $129
m i l l i o n , $49 million and $124 million in 1997, 1996 and 1995.

Equity in Affiliated Companies 

Equity earnings we re $67 million, $93 million and $72 million in 1997,
1996 and 1995.

The company ’s Brazilian affiliates contributed 1997 earnings of
$78 million (excluding non-re c u rring items), $92 million and $70
million in 1996 and 1995. The 1997 decline reflects a slow d own in the
p rev i o u s ly robust growth in the Brazilian appliance industry part i a l ly
offset by $34 million of Befiex and other tax benefits for 1997. T h e
Befiex benefit, which is a government export incentive, is scheduled to
e x p i re mid 1998. Results in 1996 and 1995 reflected significant grow t h
in the Brazilian appliance industry. Results in 1995 we re also favo r a b ly
a f fected by certain non-re c u rring tax benefits, including $17 million of
excise tax credits and the consequences of the May 1994 merger of
t wo of the Brazilian affiliates, Brastemp S.A. and Consul S.A., into a
n ew entity, Multibrás S.A. The merger resulted in operating efficiencies
as an outcome of consolidating selling and administrative functions,
i m p roving utilization of prior year tax losses and more flexibly
managing brands and pro d u c t s .

The company ’s Mexican affiliate equity earnings we re $5 million in
1997 compared to equity losses of $3 million in 1996 and bre a k - eve n
equity earnings in 1995. This 1997 performance resulted from higher
shipment volumes as the appliance industry was up over 30% and
l ower financing costs triggered by a refinancing at the end of the
second quarter in 1996. 1996 was down compared  to 1995 due
p r i m a r i ly to lower fo reign currency exchange gains.

Economic volatility and changes in government economic policy
(including those affecting exchange rates and tariffs) continue to affe c t



consumer purchasing power and the appliance industry as a whole in
M e x i c o, Brazil and the entire Latin American re g i o n .

D i s c o n t i n ued Operations

The discontinued operations results include a pretax charge in 1997 of
$36 million (after-tax $22 million) to reduce the carrying value of
c e rtain retained WFC aerospace assets.

N o n - R e c u r ring Items and Net Earnings

In 1997, the company re c o rded the fo l l owing non-re c u rring items; a n
a f t e r-tax restructuring charge of $232 million or $3.07 per diluted
s h a re, special operating charges of $62 million or $.83 per diluted
s h a re and gain on business dispositions of $42 million or $.55 per
diluted share.

In 1996, the company re c o rded an after-tax restructuring charge
of $19 million or $.25 per diluted share.

Absent non-re c u rring re s t r u c t u r i n g , operating charges and
business dispositions, net earnings we re $238 million, $175 million and
$209 million in 1997, 1996 and 1995. C o rresponding diluted earnings
per share we re $3.15, $2.32 and $2.78 in 1997, 1996 and 1995.
C o rresponding basic earnings per share we re $3.18, $2.35 and $2.83
in 1997, 1996 and 1995.

Cash Flow s

The statements of cash flows from continuing operations reflect the
changes in cash and equivalents for the last three years by classifying
transactions into three major catego r i e s : o p e r a t i n g , i nvesting and
financing activities.

Operating A c t i v i t i e s

The company ’s main source of liquidity is cash from operating
activities consisting of net earnings from operations adjusted for non-
cash operating items such as depreciation and changes in operating
assets and liabilities such as re c e i v a b l e s , i nventories and pay a b l e s .

Cash provided by operating activities was $593 million, $ 5 4 5
million and $377 million in 1997, 1996 and 1995. The increase in 1997
f rom the prior year is primarily due to favorable performance in
i nve n t o ry, accounts payable and other operating accounts, e x c l u d i n g
the impact of the Brasmotor consolidation. The increase in 1996 fro m
the prior year is primarily due to favorable changes in working cap i t a l
and other operating accounts and lower restructuring spending,
p a rt i a l ly offset by lower earnings.

I n vesting A c t i v i t i e s

The principal re c u rring investing activities are pro p e rty add i t i o n s . N e t
p ro p e rty additions for continuing operations we re $378 million, $ 3 3 6
million and $483 million in 1997, 1996 and 1995. These expenditure s
we re primarily for equipment and tooling related to pro d u c t
i m p rove m e n t s , m o re efficient production methods and equipment
replacement for normal wear and tear.

In 1997, the company began construction of a new $86 million
facility in Pune, India to manu f a c t u re no-frost refrigerators for the
South Asia appliance marke t . The facility is expected to begin
c o m m e rcial production in the first quarter of 1998.

R e fer to Note 2 to the accompanying consolidated financial
statements for discussion of business dispositions and acquisitions
during the last three ye a r s .

Financing A c t i v i t i e s

Dividends to shareholders totaled $102 million, $101 million and $100
million in 1997, 1996 and 1995.

The company ’s net borrowings decreased by $1,069 million in
1 9 9 7 , excluding currency translation and $132 million of borrow i n g s
net of cash assumed in acquisitions, resulting primarily from pro c e e d s
related to the WFC asset sales. The 1997 borrowing activities fo r
c o n t i nuing operations included the first quarter re p ayment of $113
million of outstanding subordinated zero-coupon conve rtible notes,
financed through the issuance of additional commercial pap e r.

The company ’s net borrowings increased by $171 million in 1996,
excluding currency translation and $25 million of borrowings assumed
in acquisitions, p r i m a r i ly to fund pro p e rty additions and origination of
financing re c e i v a b l e s . The increase included a $244 million issuance of
7 3/4% debentures maturing in 2016.
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The company ’s net borrowings increased by $758 million in 1995,
excluding currency translation and $50 million of borrowings assumed
in acquisitions, p r i m a r i ly to fund pro p e rty add i t i o n s , origination of
financing receivables and Asian acquisitions.

Financial Condition and Other Matters

The financial position of the company remains strong as evidenced by
the December 31, 1997 balance sheet. The company ’s total assets are
$8.3 billion and stockholders’ equity is $1.8 billion.

The overall debt to invested capital ratio net of cash (debt ratio)
of 42.1% was down from 58.6% in 1996 due to the sale of the W F C
financing business and the consolidation of Brasmotor. The ap p l i a n c e
business debt to invested capital ratio of 38.5% was down from 42.6%
in 1996 due to the consolidation of Brasmotor. The company ’s debt
c o n t i nues to be rated investment grade by Moody’s Investors Serv i c e
I n c. , S t a n d a rd and Po o r ’s and Duff & Phelps.

The company is exposed to market risk from changes in fo re i g n
c u rrency exchange rates, domestic and fo reign interest rates, a n d
commodity prices, which can impact its operating results and ove r a l l
financial condition. The company manages its exposure to these
m a r ket risks through its operating and financing activities and, w h e n
deemed ap p ro p r i a t e, t h rough the use of derivative financial
i n s t r u m e n t s . D e r i v a t i ve financial instruments are viewed as risk
management tools and are not used for speculation or for trading
p u r p o s e s . D e r i v a t i ve financial instruments are entered into with a
d i versified group of investment grade counterparties to reduce the
c o m p a ny ’s exposure to nonperformance on such instruments.

The company manages a port folio of domestic and cross curre n c y
i n t e rest rate sw aps which serve to effe c t i ve ly conve rt U. S . D o l l a r
(USD) denominated debt into that of various European curre n c i e s .
Such local currency denominated debt serves as an effe c t i ve hedge
against the European cash flows and net assets that exist today and
which are generated by the European business over time. ( R e fer to
Notes 1 and 7 for the accounting treatment fo r, and a detailed
description of, these instruments.)  Domestic and cross curre n c y

i n t e rest rate sw aps in this port folio are sensitive to changes in fo re i g n
c u rrency exchange rates and interest rates. As of December 31, 1 9 9 7 ,
a ten percent ap p reciation of the USD versus the European curre n c i e s
alone would have resulted in an incremental unrealized gain on these
contracts of $73 million. The converse event would have resulted in
an incremental unrealized loss on these contracts of $86 million. A s
of December 31, 1 9 9 7 , ten percent favorable shifts in interest rates
alone to each sw ap would have resulted in an incremental unre a l i z e d
gain of $23 million. The converse events would have resulted in an
i n c remental unrealized loss of $27 million.

The company uses fo reign currency fo r w a rd contracts and
options from time to time to hedge the price risk associated with
f i r m ly committed and fo recasted cro s s - b o rder payments and re c e i p t s
related to its ongoing business and operational financing activities. T h e
value of these contracts moves in a direction opposite to that of the
transaction being hedged, thus eliminating the price risk associated
with changes in market prices. Fo reign currency contracts are
s e n s i t i ve to changes in fo reign currency exchange rates. At December
3 1 , 1 9 9 7 , ten percent unfavorable exchange rate movements in the
c o m p a ny ’s port folio of fo reign currency fo r w a rd contracts would have
resulted in an incremental unrealized loss of $68 million while ten
p e rcent favorable shifts would have resulted in an incre m e n t a l
u n realized gain of $64 million. Consistent with the use of these
c o n t r a c t s , such unrealized losses or gains would be offset by
c o rresponding gains or losses, re s p e c t i ve ly, in the re m e a s u rement of
the underlying transactions. The company had no fo reign curre n c y
options outstanding at December 31, 1 9 9 7 .

The company manages a port folio of domestic interest rate sw ap
contracts which serve to effe c t i ve ly conve rt long-term, f i xed rate
USD-denominated debt into floating rate LIBOR-based debt. T h e
c o m p a ny also uses commodity sw ap contracts to hedge the price risk
associated with firmly committed and fo recasted commodities
p u rchases which are not hedged by contractual means dire c t ly with
s u p p l i e r s . As of December 31, 1 9 9 7 , a ten percent increase or
d e c rease in interest rates or copper and zinc prices would not have
resulted in a material gain or loss.

B r a s m o t o r ’s long-term debt carries a floating interest rate which
p e r i o d i c a l ly reprices driving the carrying value to ap p roximate the fair



v a l u e. As of December 31, 1 9 9 7 , a ten percent increase or decrease in
i n t e rest rates would not have resulted in a material gain or loss.

The company ’s sensitivity analysis reflects the effects of changes in
m a r ket risk but does not factor in potential business risks.

The company has external sources of capital available and believe s
it has adequate financial re s o u rces and liquidity to meet anticipated
business needs and to fund future growth opportunities such as new
p ro d u c t s , acquisitions and joint ve n t u re s .

The company has taken actions to understand the nature and
extent of the work re q u i red to make its global infrastructure Ye a r
2000 compliant. The company began work a few years ago to pre p a re
its financial, i n formation and other computer-based systems for the
Year 2000. The company continues to evaluate the estimated costs
associated with these effo rt s . While these effo rts will invo l ve
a dditional costs, the company believes it will be able to manage its
total Year 2000 transition without any material adverse effect on its
business operations.

A dd i t i o n a l ly, in an effo rt to enhance productivity and business
systems perfo r m a n c e, the company has begun the process of inve s t i n g
in the development of improved global business processes thro u g h
Enterprise Resource Planning (ERP). ERP invo l ves the implementation
of a commerc i a l ly - av a i l a b l e, enterprise-wide business software
p a c k a g e. The company expects ERP to drive benefits thro u g h
i m p roved communications to better integrate manu f a c t u r i n g , f i n a n c e,
customer management and distribution ap p l i c a t i o n s .

Business Unit Sales and Operating Pro f i t

The fo l l owing data is presented as supplemental info r m a t i o n :

Net Sales by Business Unit we re as fo l l ow s :

Year ended December 31 (millions of dollars) 1997 1996 Increase/(Decrease)

N o rth A m e r i c a $ 5 , 2 6 3 $ 5 , 3 1 0 $ ( 4 7 ) ( 1 )%
E u ro p e 2 , 3 4 3 2 , 4 9 4 ( 1 5 1 ) ( 6 )
A s i a 4 0 0 4 6 1 ( 6 1 ) ( 1 3 )
Latin A m e r i c a 6 2 4 2 6 8 3 5 6 1 3 3
O t h e r ( 1 3 ) ( 1 0 ) ( 3 ) ( 3 0 )

To t a l $ 8 , 6 1 7 $ 8 , 5 2 3 $ 9 4 1 %

Operating Profit by Business Unit was as fo l l ow s :

Year ended December 31 (millions of dollars) 1997 1996 Increase/(Decrease)

N o rth A m e r i c a $ 5 4 6 $ 5 3 7 $ 9 2 %
E u ro p e 5 4 ( 1 3 ) 6 7 N / M
A s i a ( 6 2 ) ( 7 0 ) 8 1 1
Latin A m e r i c a 2 8 1 2 1 6 1 3 3
Restructuring charge ( 3 4 3 ) ( 3 0 ) ( 3 1 3 ) N / M
Special operating charge ( 5 3 ) - ( 5 3 ) N / M
O t h e r ( 1 5 9 ) ( 1 5 8 ) ( 1 ) ( 1 )

To t a l $ 1 1 $ 2 7 8 $ ( 2 6 7 ) ( 9 6 ) %

•  M a n a g e m e n t ’ s  D i s c u s s i o n  a n d  A n a l y s i s  •



For commentary re g a rding performance in North A m e r i c a , E u ro p e,
restructuring charge and special operating charge re fer to “Results of
Operations” and Note 10 to the accompanying consolidated financial
s t a t e m e n t s . Latin American sales and operating profit include the
Brazilian operations on a consolidated basis for the last two months
of 1997. “Other” consists of corporate expenses and eliminations.

The significant increase in Latin American sales and operating
p rofit over 1996 was driven by the consolidation of Brasmotor for the
last two months of 1997. The activities of the Brazilian affiliates fo r
the balance of the year are included in equity in affiliated companies
and discussed in “Results of Operations.”

In December 1996, a favorable decision was obtained by Multibrás
S . A . E l e t rodomésticos (Multibrás) and Empresa Brasileira de
C o m p re s s o res S.A. (Embraco) with respect to additional export

i n c e n t i ves in connection with a Brazilian government export incentive
p rogram (Befiex). In April 1997, Multibrás and Embraco submitted tax-
c redit claims for about $440 million relating to the favorable decision
for exports from Ju ly 1988 through December 1996. The Brazilian
c o u rt must render a final decision on the amount, timing and the
p ayment method of any final aw a rd . The company has not re c o g n i z e d
a ny income relating to the claims involving sales prior to 1997 because
the timing and payment amount of such claims are uncert a i n .

Sales decreased in Asia versus 1996 due to the economic
s l ow d own affecting much of the re g i o n . Operating profit improved as
c o m p a red to the prior year as cost structure initiatives and
s i g n i f i c a n t ly reduced administrative spending offset the sales short f a l l s .
Operating profit is expected to be about break even in 1998 but could
be negative ly affected by economic conditions in the re g i o n .



Year ended December 31 (millions of dollars, except per share data) 1997 1996 1995

Net sales $ 8 , 6 1 7 $ 8 , 5 2 3 $ 8 , 1 6 3

E x p e n s e s
Cost of products sold 6 , 6 0 4 6 , 6 2 3 6 , 2 4 5
Selling and administrative 1 , 6 2 5 1 , 5 5 7 1 , 5 2 1
Intangible amort i z a t i o n 3 4 3 5 3 1
Restructuring costs 3 4 3 3 0 –

8 , 6 0 6 8 , 2 4 5 7 , 7 9 7

Operating Pro f i t 1 1 2 7 8 3 6 6

Other Income (Expense)
I n t e rest and sundry ( 1 4 ) ( 2 3 ) ( 2 3 )
I n t e rest expense ( 1 6 8 ) ( 1 5 5 ) ( 1 2 9 )

Earnings (Loss) Befo re Income Ta xes and Other Items ( 1 7 1 ) 1 0 0 2 1 4

Income taxes (benefit) ( 9 ) 7 0 9 0

Earnings (Loss) from Continuing Operations Befo re
Equity Earnings and Minority Intere s t s ( 1 6 2 ) 3 0 1 2 4

Equity in affiliated companies 6 7 9 3 7 2
Minority intere s t s 4 9 1 8 ( 1 )

Earnings (Loss) from Continuing Operations ( 4 6 ) 1 4 1 1 9 5

Earnings (loss) from discontinued operations (less applicable taxe s ) ( 1 1 ) 1 5 1 4
Gain on disposal from discontinued operations (less applicable taxe s ) 4 2 – –

Net Earnings (Loss) $ ( 1 5 ) $ 1 5 6 $ 2 0 9

Per share of common stock:
Basic earnings (loss) from continuing operations $ ( 0 . 6 2 ) $ 1 . 9 0 $ 2 . 6 4
Basic net earnings (loss) $ ( 0 . 2 0 ) $ 2 . 1 0 $ 2 . 8 3

Diluted earnings (loss) from continuing operations $ ( 0 . 6 2 ) $ 1 . 8 8 $ 2 . 6 0
Diluted net earnings (loss) $ ( 0 . 2 0 ) $ 2 . 0 8 $ 2 . 7 8

Cash dividends $ 1 . 3 6 $ 1 . 3 6 $ 1 . 3 6

See notes to consolidated financial statements

•  C o n s o l i d a t e d  S t a t e m e n t s  o f  E a r n i n g s  •



December 31 (millions of dollars) 1997 1996

A S S E T S

C u rrent A s s e t s
Cash and equivalents $ 5 7 8 $ 1 2 9
Trade re c e i v a b l e s , less allow a n c e s

of $156 in 1997 and $45 in 1996 1 , 5 6 5 9 6 6
Financing receivables and leases,

less allow a n c e s – 1 , 4 0 0
I nve n t o r i e s 1 , 1 7 0 1 , 0 3 4
P repaid expenses and other 1 9 1 1 8 8
D e fe rred income taxe s 2 1 5 9 5
Net assets of discontinued operations 5 6 2 –

Total Current A s s e t s 4 , 2 8 1 3 , 8 1 2

Other A s s e t s
I nvestment in affiliated companies 1 0 0 5 1 3
Financing receivables and leases,

less allow a n c e s – 7 0 5
I n t a n g i b l e s , n e t 9 1 6 8 7 0
D e fe rred income taxe s 2 2 0 1 5 2
O t h e r 3 7 8 1 6 5

1 , 6 1 4 2 , 4 0 5

P ro p e rt y, Plant and Equipment
L a n d 9 2 9 3
B u i l d i n g s 9 6 9 7 3 1
M a c h i n e ry and equipment 4 , 2 0 1 3 , 0 1 5
A c c u mulated depre c i a t i o n ( 2 , 8 8 7 ) ( 2 , 0 4 1 )

2 , 3 7 5 1 , 7 9 8

Total A s s e t s $ 8 , 2 7 0 $ 8,015 

See notes to consolidated financial statements

1997 1996

LIABILITIES A N D
S T OCKHOLDERS’ EQUITY

C u rrent Liabilities
Notes pay a b l e $ 1 , 3 3 2 $ 2 , 0 3 8
Accounts pay a b l e 9 8 7 9 8 3
E m p l oyee compensation 2 6 5 2 2 6
Accrued expenses 8 5 8 6 2 4
Restructuring costs 2 1 2 3 2
C u rrent maturities of long-term debt 2 2 1 1 9

Total Current Liabilities 3 , 6 7 6 4 , 0 2 2

Other Liabilities
D e fe rred income taxe s 1 9 0 2 0 6
Po s t e m p l oyment benefits 5 9 8 5 6 3
Other liabilities 1 8 8 1 6 1
Long-term debt 1 , 0 7 4 9 5 5

2 , 0 5 0 1 , 8 8 5

Minority Intere s t s 7 7 3 1 8 2

Stockholders’ Equity
Common stock, $1 par value:

250 million shares authorized 8 2 8 1
Paid-in cap i t a l 2 8 0 2 4 6
Retained earnings 1 , 8 0 1 1 , 9 1 8
Unearned restricted stock ( 6 ) ( 7 )
C u mu l a t i ve translation adjustments ( 1 4 9 ) ( 7 6 )
Tre a s u ry stock – 6 million share s

at cost in 1997 and 1996 ( 2 3 7 ) ( 2 3 6 )

1 , 7 7 1 1 , 9 2 6

Total Liabilities and Stockholders’ Equity $ 8 , 2 7 0 $ 8,015 

•  C o n s o l i d a t e d  B a l a n c e  S h e e t s  •



Year ended December 31 (millions of dollars) 1997 1996 1995

Operating A c t i v i t i e s
Net earnings (loss) $ ( 1 5 ) $ 1 5 6 $ 2 0 9
D e p re c i a t i o n 3 2 2 3 1 8 2 8 2
D e fe rred income taxe s ( 2 0 8 ) ( 3 2 ) 4 4
Equity in net earnings of affiliated

c o m p a n i e s , less dividends re c e i ve d ( 5 1 ) ( 8 4 ) ( 5 8 )
Gain on business dispositions ( 7 0 ) – –
P rovision for doubtful accounts 8 9 5 2 4 3
A m o rtization of go o d w i l l 3 4 3 5 3 0
Restructuring charges, net of cash paid 2 6 7 ( 4 2 ) ( 1 1 9 )
Minority intere s t s ( 4 9 ) ( 1 8 ) 1
Changes in assets and liabilities,

net of effects of business acquisitions
and dispositions:

Trade re c e i v a b l e s ( 1 4 5 ) 5 8 2 3
I nve n t o r i e s 1 7 7 ( 7 ) ( 1 1 1 )
Accounts pay a b l e 2 0 ( 2 1 ) 7 0
Other - net 2 2 2 1 3 0 ( 3 7 )

Cash Provided by Operating A c t i v i t i e s $ 5 9 3 $ 5 4 5 $ 3 7 7

See notes to consolidated financial statements

•  C o n s o l i d a t e d  S t a t e m e n t s  o f  C a s h  F l o w s  •

1997 1996 1995

I nvesting A c t i v i t i e s
Net additions to pro p e rt i e s $ ( 3 7 8 ) $ ( 3 3 6 ) $ ( 4 8 3 )
Net change in financing

receivables and leases 7 0 6 ( 2 6 5 ) ( 2 5 6 )
Net assets of discontinued operations ( 5 6 2 ) – –
Acquisitions of businesses,

less cash acquire d 1 7 9 ( 2 7 ) ( 1 5 7 )
Net (increase) decrease in investment in

and advances to affiliated companies 1 3 1 5 ( 4 0 )
Business dispositions 1 , 0 3 8 – 2 6
O t h e r ( 8 ) ( 3 2 ) ( 2 5 )

Cash Provided by (Used fo r )
I nvesting A c t i v i t i e s 9 8 8 ( 6 4 5 ) ( 9 3 5 )

Financing A c t i v i t i e s
P roceeds of short - t e r m

b o rrow i n g s 3 1 , 4 7 9 2 4 , 9 1 1 1 6 , 4 9 3
R e p ayments of short - t e r m

b o rrow i n g s ( 3 2 , 4 3 9 ) ( 2 4 , 8 4 7 ) ( 1 5 , 7 4 4 )
P roceeds of long-term debt 1 0 2 3 1 6 1 3 0
R e p ayments of long-term debt ( 2 1 1 ) ( 2 0 9 ) ( 1 2 1 )
R e p ayments of non-recourse debt ( 8 ) ( 1 3 ) ( 1 0 )
D i v i d e n d s ( 1 0 2 ) ( 1 0 1 ) ( 1 0 0 )
P u rchase of tre a s u ry stock – – ( 3 5 )
P roceeds from the sale of

p re fe rred stock – 2 5 –
O t h e r 4 7 ( 2 ) 2 2

Cash Provided by (Used fo r )
Financing A c t i v i t i e s ( 1 , 1 3 2 ) 8 0 6 3 5

I n c rease (Decrease) in
Cash and Equivalents 4 4 9 ( 2 0 ) 7 7

Cash and Equivalents at
Beginning of Ye a r 1 2 9 1 4 9 7 2

Cash and Equivalents at
End of Y e a r $ 5 7 8 $ 1 2 9 $ 1 4 9



Year ended December 31 (millions of dollars, except per share data) 1997 1996 1995

Net sales $ 8 , 6 1 7 $ 8 , 5 2 3 $ 8 , 1 6 3

E x p e n s e s
Cost of products sold 6 , 6 0 4 6 , 6 2 3 6 , 2 4 5
Selling and administrative 1 , 6 2 5 1 , 5 5 7 1 , 5 2 1
Intangible amort i z a t i o n 3 4 3 5 3 1
Restructuring costs 3 4 3 3 0 –

8 , 6 0 6 8 , 2 4 5 7 , 7 9 7

Operating Pro f i t 1 1 2 7 8 3 6 6

Other Income (Expense)
I n t e rest and sundry ( 1 4 ) ( 2 3 ) ( 2 3 )
I n t e rest expense ( 1 6 8 ) ( 1 5 5 ) ( 1 2 9 )

Earnings (Loss) Befo re Income Ta xes and Other Items ( 1 7 1 ) 1 0 0 2 1 4

Income taxes (benefit) ( 9 ) 7 0 9 0

Earnings (Loss) from Continuing Operations Befo re
Equity Earnings and Minority Intere s t s ( 1 6 2 ) 3 0 1 2 4

Equity in affiliated companies 6 7 9 3 7 2
Minority intere s t s 4 9 1 8 ( 1 )

Earnings (Loss) from Continuing Operations ( 4 6 ) 1 4 1 1 9 5

Earnings (loss) from discontinued operations (less applicable taxe s ) ( 1 1 ) 1 5 1 4
Gain on disposal from discontinued operations (less applicable taxe s ) 4 2 – –

Net Earnings (Loss) $ ( 1 5 ) $ 1 5 6 $ 2 0 9

Per share of common stock:
Basic earnings (loss) from continuing operations $ ( 0 . 6 2 ) $ 1 . 9 0 $ 2 . 6 4
Basic net earnings (loss) $ ( 0 . 2 0 ) $ 2 . 1 0 $ 2 . 8 3

Diluted earnings (loss) from continuing operations $ ( 0 . 6 2 ) $ 1 . 8 8 $ 2 . 6 0
Diluted net earnings (loss) $ ( 0 . 2 0 ) $ 2 . 0 8 $ 2 . 7 8

Cash dividends $ 1 . 3 6 $ 1 . 3 6 $ 1 . 3 6

See notes to consolidated financial statements

•  C o n s o l i d a t e d  S t a t e m e n t s  o f  E a r n i n g s  •



December 31 (millions of dollars) 1997 1996

A S S E T S

C u rrent A s s e t s
Cash and equivalents $ 5 7 8 $ 1 2 9
Trade re c e i v a b l e s , less allow a n c e s

of $156 in 1997 and $45 in 1996 1 , 5 6 5 9 6 6
Financing receivables and leases,

less allow a n c e s – 1 , 4 0 0
I nve n t o r i e s 1 , 1 7 0 1 , 0 3 4
P repaid expenses and other 1 9 1 1 8 8
D e fe rred income taxe s 2 1 5 9 5
Net assets of discontinued operations 5 6 2 –

Total Current A s s e t s 4 , 2 8 1 3 , 8 1 2

Other A s s e t s
I nvestment in affiliated companies 1 0 0 5 1 3
Financing receivables and leases,

less allow a n c e s – 7 0 5
I n t a n g i b l e s , n e t 9 1 6 8 7 0
D e fe rred income taxe s 2 2 0 1 5 2
O t h e r 3 7 8 1 6 5

1 , 6 1 4 2 , 4 0 5

P ro p e rt y, Plant and Equipment
L a n d 9 2 9 3
B u i l d i n g s 9 6 9 7 3 1
M a c h i n e ry and equipment 4 , 2 0 1 3 , 0 1 5
A c c u mulated depre c i a t i o n ( 2 , 8 8 7 ) ( 2 , 0 4 1 )

2 , 3 7 5 1 , 7 9 8

Total A s s e t s $ 8 , 2 7 0 $ 8,015 

See notes to consolidated financial statements

1997 1996

LIABILITIES A N D
S T OCKHOLDERS’ EQUITY

C u rrent Liabilities
Notes pay a b l e $ 1 , 3 3 2 $ 2 , 0 3 8
Accounts pay a b l e 9 8 7 9 8 3
E m p l oyee compensation 2 6 5 2 2 6
Accrued expenses 8 5 8 6 2 4
Restructuring costs 2 1 2 3 2
C u rrent maturities of long-term debt 2 2 1 1 9

Total Current Liabilities 3 , 6 7 6 4 , 0 2 2

Other Liabilities
D e fe rred income taxe s 1 9 0 2 0 6
Po s t e m p l oyment benefits 5 9 8 5 6 3
Other liabilities 1 8 8 1 6 1
Long-term debt 1 , 0 7 4 9 5 5

2 , 0 5 0 1 , 8 8 5

Minority Intere s t s 7 7 3 1 8 2

Stockholders’ Equity
Common stock, $1 par value:

250 million shares authorized 8 2 8 1
Paid-in cap i t a l 2 8 0 2 4 6
Retained earnings 1 , 8 0 1 1 , 9 1 8
Unearned restricted stock ( 6 ) ( 7 )
C u mu l a t i ve translation adjustments ( 1 4 9 ) ( 7 6 )
Tre a s u ry stock – 6 million share s

at cost in 1997 and 1996 ( 2 3 7 ) ( 2 3 6 )

1 , 7 7 1 1 , 9 2 6

Total Liabilities and Stockholders’ Equity $ 8 , 2 7 0 $ 8,015 

•  C o n s o l i d a t e d  B a l a n c e  S h e e t s  •



Year ended December 31 (millions of dollars) 1997 1996 1995

Operating A c t i v i t i e s
Net earnings (loss) $ ( 1 5 ) $ 1 5 6 $ 2 0 9
D e p re c i a t i o n 3 2 2 3 1 8 2 8 2
D e fe rred income taxe s ( 2 0 8 ) ( 3 2 ) 4 4
Equity in net earnings of affiliated

c o m p a n i e s , less dividends re c e i ve d ( 5 1 ) ( 8 4 ) ( 5 8 )
Gain on business dispositions ( 7 0 ) – –
P rovision for doubtful accounts 8 9 5 2 4 3
A m o rtization of go o d w i l l 3 4 3 5 3 0
Restructuring charges, net of cash paid 2 6 7 ( 4 2 ) ( 1 1 9 )
Minority intere s t s ( 4 9 ) ( 1 8 ) 1
Changes in assets and liabilities,

net of effects of business acquisitions
and dispositions:

Trade re c e i v a b l e s ( 1 4 5 ) 5 8 2 3
I nve n t o r i e s 1 7 7 ( 7 ) ( 1 1 1 )
Accounts pay a b l e 2 0 ( 2 1 ) 7 0
Other - net 2 2 2 1 3 0 ( 3 7 )

Cash Provided by Operating A c t i v i t i e s $ 5 9 3 $ 5 4 5 $ 3 7 7

See notes to consolidated financial statements

•  C o n s o l i d a t e d  S t a t e m e n t s  o f  C a s h  F l o w s  •

1997 1996 1995

I nvesting A c t i v i t i e s
Net additions to pro p e rt i e s $ ( 3 7 8 ) $ ( 3 3 6 ) $ ( 4 8 3 )
Net change in financing

receivables and leases 7 0 6 ( 2 6 5 ) ( 2 5 6 )
Net assets of discontinued operations ( 5 6 2 ) – –
Acquisitions of businesses,

less cash acquire d 1 7 9 ( 2 7 ) ( 1 5 7 )
Net (increase) decrease in investment in

and advances to affiliated companies 1 3 1 5 ( 4 0 )
Business dispositions 1 , 0 3 8 – 2 6
O t h e r ( 8 ) ( 3 2 ) ( 2 5 )

Cash Provided by (Used fo r )
I nvesting A c t i v i t i e s 9 8 8 ( 6 4 5 ) ( 9 3 5 )

Financing A c t i v i t i e s
P roceeds of short - t e r m

b o rrow i n g s 3 1 , 4 7 9 2 4 , 9 1 1 1 6 , 4 9 3
R e p ayments of short - t e r m

b o rrow i n g s ( 3 2 , 4 3 9 ) ( 2 4 , 8 4 7 ) ( 1 5 , 7 4 4 )
P roceeds of long-term debt 1 0 2 3 1 6 1 3 0
R e p ayments of long-term debt ( 2 1 1 ) ( 2 0 9 ) ( 1 2 1 )
R e p ayments of non-recourse debt ( 8 ) ( 1 3 ) ( 1 0 )
D i v i d e n d s ( 1 0 2 ) ( 1 0 1 ) ( 1 0 0 )
P u rchase of tre a s u ry stock – – ( 3 5 )
P roceeds from the sale of

p re fe rred stock – 2 5 –
O t h e r 4 7 ( 2 ) 2 2

Cash Provided by (Used fo r )
Financing A c t i v i t i e s ( 1 , 1 3 2 ) 8 0 6 3 5

I n c rease (Decrease) in
Cash and Equivalents 4 4 9 ( 2 0 ) 7 7

Cash and Equivalents at
Beginning of Ye a r 1 2 9 1 4 9 7 2

Cash and Equivalents at
End of Y e a r $ 5 7 8 $ 1 2 9 $ 1 4 9



Year ended December 31 (millions of dollars, except per share data) 1997 1996 1995

Net sales $ 8 , 6 1 7 $ 8 , 5 2 3 $ 8 , 1 6 3

E x p e n s e s
Cost of products sold 6 , 6 0 4 6 , 6 2 3 6 , 2 4 5
Selling and administrative 1 , 6 2 5 1 , 5 5 7 1 , 5 2 1
Intangible amort i z a t i o n 3 4 3 5 3 1
Restructuring costs 3 4 3 3 0 –

8 , 6 0 6 8 , 2 4 5 7 , 7 9 7

Operating Pro f i t 1 1 2 7 8 3 6 6

Other Income (Expense)
I n t e rest and sundry ( 1 4 ) ( 2 3 ) ( 2 3 )
I n t e rest expense ( 1 6 8 ) ( 1 5 5 ) ( 1 2 9 )

Earnings (Loss) Befo re Income Ta xes and Other Items ( 1 7 1 ) 1 0 0 2 1 4

Income taxes (benefit) ( 9 ) 7 0 9 0

Earnings (Loss) from Continuing Operations Befo re
Equity Earnings and Minority Intere s t s ( 1 6 2 ) 3 0 1 2 4

Equity in affiliated companies 6 7 9 3 7 2
Minority intere s t s 4 9 1 8 ( 1 )

Earnings (Loss) from Continuing Operations ( 4 6 ) 1 4 1 1 9 5

Earnings (loss) from discontinued operations (less applicable taxe s ) ( 1 1 ) 1 5 1 4
Gain on disposal from discontinued operations (less applicable taxe s ) 4 2 – –

Net Earnings (Loss) $ ( 1 5 ) $ 1 5 6 $ 2 0 9

Per share of common stock:
Basic earnings (loss) from continuing operations $ ( 0 . 6 2 ) $ 1 . 9 0 $ 2 . 6 4
Basic net earnings (loss) $ ( 0 . 2 0 ) $ 2 . 1 0 $ 2 . 8 3

Diluted earnings (loss) from continuing operations $ ( 0 . 6 2 ) $ 1 . 8 8 $ 2 . 6 0
Diluted net earnings (loss) $ ( 0 . 2 0 ) $ 2 . 0 8 $ 2 . 7 8

Cash dividends $ 1 . 3 6 $ 1 . 3 6 $ 1 . 3 6

See notes to consolidated financial statements

•  C o n s o l i d a t e d  S t a t e m e n t s  o f  E a r n i n g s  •



December 31 (millions of dollars) 1997 1996

A S S E T S

C u rrent A s s e t s
Cash and equivalents $ 5 7 8 $ 1 2 9
Trade re c e i v a b l e s , less allow a n c e s

of $156 in 1997 and $45 in 1996 1 , 5 6 5 9 6 6
Financing receivables and leases,

less allow a n c e s – 1 , 4 0 0
I nve n t o r i e s 1 , 1 7 0 1 , 0 3 4
P repaid expenses and other 1 9 1 1 8 8
D e fe rred income taxe s 2 1 5 9 5
Net assets of discontinued operations 5 6 2 –

Total Current A s s e t s 4 , 2 8 1 3 , 8 1 2

Other A s s e t s
I nvestment in affiliated companies 1 0 0 5 1 3
Financing receivables and leases,

less allow a n c e s – 7 0 5
I n t a n g i b l e s , n e t 9 1 6 8 7 0
D e fe rred income taxe s 2 2 0 1 5 2
O t h e r 3 7 8 1 6 5

1 , 6 1 4 2 , 4 0 5

P ro p e rt y, Plant and Equipment
L a n d 9 2 9 3
B u i l d i n g s 9 6 9 7 3 1
M a c h i n e ry and equipment 4 , 2 0 1 3 , 0 1 5
A c c u mulated depre c i a t i o n ( 2 , 8 8 7 ) ( 2 , 0 4 1 )

2 , 3 7 5 1 , 7 9 8

Total A s s e t s $ 8 , 2 7 0 $ 8,015 

See notes to consolidated financial statements

1997 1996

LIABILITIES A N D
S T OCKHOLDERS’ EQUITY

C u rrent Liabilities
Notes pay a b l e $ 1 , 3 3 2 $ 2 , 0 3 8
Accounts pay a b l e 9 8 7 9 8 3
E m p l oyee compensation 2 6 5 2 2 6
Accrued expenses 8 5 8 6 2 4
Restructuring costs 2 1 2 3 2
C u rrent maturities of long-term debt 2 2 1 1 9

Total Current Liabilities 3 , 6 7 6 4 , 0 2 2

Other Liabilities
D e fe rred income taxe s 1 9 0 2 0 6
Po s t e m p l oyment benefits 5 9 8 5 6 3
Other liabilities 1 8 8 1 6 1
Long-term debt 1 , 0 7 4 9 5 5

2 , 0 5 0 1 , 8 8 5

Minority Intere s t s 7 7 3 1 8 2

Stockholders’ Equity
Common stock, $1 par value:

250 million shares authorized 8 2 8 1
Paid-in cap i t a l 2 8 0 2 4 6
Retained earnings 1 , 8 0 1 1 , 9 1 8
Unearned restricted stock ( 6 ) ( 7 )
C u mu l a t i ve translation adjustments ( 1 4 9 ) ( 7 6 )
Tre a s u ry stock – 6 million share s

at cost in 1997 and 1996 ( 2 3 7 ) ( 2 3 6 )

1 , 7 7 1 1 , 9 2 6

Total Liabilities and Stockholders’ Equity $ 8 , 2 7 0 $ 8,015 

•  C o n s o l i d a t e d  B a l a n c e  S h e e t s  •



Year ended December 31 (millions of dollars) 1997 1996 1995

Operating A c t i v i t i e s
Net earnings (loss) $ ( 1 5 ) $ 1 5 6 $ 2 0 9
D e p re c i a t i o n 3 2 2 3 1 8 2 8 2
D e fe rred income taxe s ( 2 0 8 ) ( 3 2 ) 4 4
Equity in net earnings of affiliated

c o m p a n i e s , less dividends re c e i ve d ( 5 1 ) ( 8 4 ) ( 5 8 )
Gain on business dispositions ( 7 0 ) – –
P rovision for doubtful accounts 8 9 5 2 4 3
A m o rtization of go o d w i l l 3 4 3 5 3 0
Restructuring charges, net of cash paid 2 6 7 ( 4 2 ) ( 1 1 9 )
Minority intere s t s ( 4 9 ) ( 1 8 ) 1
Changes in assets and liabilities,

net of effects of business acquisitions
and dispositions:

Trade re c e i v a b l e s ( 1 4 5 ) 5 8 2 3
I nve n t o r i e s 1 7 7 ( 7 ) ( 1 1 1 )
Accounts pay a b l e 2 0 ( 2 1 ) 7 0
Other - net 2 2 2 1 3 0 ( 3 7 )

Cash Provided by Operating A c t i v i t i e s $ 5 9 3 $ 5 4 5 $ 3 7 7

See notes to consolidated financial statements

•  C o n s o l i d a t e d  S t a t e m e n t s  o f  C a s h  F l o w s  •

1997 1996 1995

I nvesting A c t i v i t i e s
Net additions to pro p e rt i e s $ ( 3 7 8 ) $ ( 3 3 6 ) $ ( 4 8 3 )
Net change in financing

receivables and leases 7 0 6 ( 2 6 5 ) ( 2 5 6 )
Net assets of discontinued operations ( 5 6 2 ) – –
Acquisitions of businesses,

less cash acquire d 1 7 9 ( 2 7 ) ( 1 5 7 )
Net (increase) decrease in investment in

and advances to affiliated companies 1 3 1 5 ( 4 0 )
Business dispositions 1 , 0 3 8 – 2 6
O t h e r ( 8 ) ( 3 2 ) ( 2 5 )

Cash Provided by (Used fo r )
I nvesting A c t i v i t i e s 9 8 8 ( 6 4 5 ) ( 9 3 5 )

Financing A c t i v i t i e s
P roceeds of short - t e r m

b o rrow i n g s 3 1 , 4 7 9 2 4 , 9 1 1 1 6 , 4 9 3
R e p ayments of short - t e r m

b o rrow i n g s ( 3 2 , 4 3 9 ) ( 2 4 , 8 4 7 ) ( 1 5 , 7 4 4 )
P roceeds of long-term debt 1 0 2 3 1 6 1 3 0
R e p ayments of long-term debt ( 2 1 1 ) ( 2 0 9 ) ( 1 2 1 )
R e p ayments of non-recourse debt ( 8 ) ( 1 3 ) ( 1 0 )
D i v i d e n d s ( 1 0 2 ) ( 1 0 1 ) ( 1 0 0 )
P u rchase of tre a s u ry stock – – ( 3 5 )
P roceeds from the sale of

p re fe rred stock – 2 5 –
O t h e r 4 7 ( 2 ) 2 2

Cash Provided by (Used fo r )
Financing A c t i v i t i e s ( 1 , 1 3 2 ) 8 0 6 3 5

I n c rease (Decrease) in
Cash and Equivalents 4 4 9 ( 2 0 ) 7 7

Cash and Equivalents at
Beginning of Ye a r 1 2 9 1 4 9 7 2

Cash and Equivalents at
End of Y e a r $ 5 7 8 $ 1 2 9 $ 1 4 9



Note 1 • S u m m a ry of Principal Accounting Policies

N a t u r e of Operations: Whirlpool Corporation is the wo r l d ’s
leading manu f a c t u rer and marketer of major home ap p l i a n c e s . T h e
c o m p a ny manu f a c t u res in 13 countries on five continents and marke t s
p roducts to distributors and retailers in about 140 countries.

Principles of Consolidation: The consolidated financial
statements include all majority-owned subsidiaries. I nvestments in
affiliated companies are accounted for by the equity method. A l l
i n t e rc o m p a ny transactions have been eliminated upon consolidation.

In November 1997, the company increased its voting ownership in
its Brazilian affiliate, Brasmotor S.A., f rom 33% to 66% (Refer to Note
2 ) . As a re s u l t , the Brazilian operations are consolidated as of
N ovember 1, 1 9 9 7 . Prior to that date, the Brazilian operations we re
accounted for on an equity basis.

D i s c o n t i n ued Operations: In the third quarter 1997, t h e
c o m p a ny discontinued its financial services business; as a re s u l t , p r i o r
year amounts on the statement of earnings have been restated to
reflect this business as a discontinued operation. Balance sheet and
cash flow amounts would not have been materially diffe rent and have
not been re s t a t e d .

Use of Estimates: Management is re q u i red to make estimates
and assumptions that affect the amounts re p o rted in the financial
statements and accompanying notes. Actual results could differ fro m
those estimates.

R eve n ue Reco g n i t i o n : Sales are re c o rded when product is
shipped to distributors or dire c t ly to re t a i l e r s .

Cash and Equivalents: All highly liquid debt instruments
p u rchased with a maturity of three months or less are considered cash
e q u i v a l e n t s .

I n ve n t o r i e s : I nventories are stated at first-in, first-out (FIFO)
c o s t , except U. S . p roduction inventories which are stated at last-in,
first-out (LIFO) cost and Brazilian inventories which are stated at
average cost. Costs do not exceed realizable values.

P ro p e rt y , Plant and Equipment: P ro p e rt y, plant and
equipment are stated at cost. D e p reciation of plant and equipment is

computed using the straight-line method based on the estimated
useful lives of the assets.

I n t a n g i bl e s : The cost of business acquisitions in excess of net
tangible assets acquired is amortized on a straight-line basis principally
over 40 ye a r s . Non-compete agreements are amortized on a straight-
line basis over the terms of the agre e m e n t s . A c c u mu l a t e d
a m o rtization totaled $211 million and $191 million at December 31,
1997 and 1996. Should circumstances indicate the potential
impairment of go o d w i l l , the company would compare the carry i n g
amount against related estimated undiscounted future cash flows to
determine if a write-down to market value or discounted cash flow
value is re q u i re d .

R e s e a r ch and Development Costs: R e s e a rch and
d evelopment costs are charged to expense as incurre d . Such costs
we re $181 million, $197 million and $180 million in 1997, 1996 and
1 9 9 5 .

A d ve r tising Costs: A d ve rtising costs are charged to expense as
i n c u rre d . Such costs from continuing operations we re $155 million,
$142 million and $148 million in 1997, 1996 and 1995.

Fo reign Currency T r a n s l a t i o n : The functional currency for the
c o m p a ny ’s international subsidiaries and affiliates is the local curre n c y
except for selected Latin American subsidiaries (including Brazil)
which have been considered hy p e r i n f l a t i o n a ry and have been
re m e a s u red to U. S . d o l l a r s . E f fe c t i ve Janu a ry 1, 1 9 9 8 , Brazil is no
longer considered to be hy p e r i n f l a t i o n a ry and the local currency will
be considered the functional curre n c y.

D e r i v a t i v e Financial Instruments: The company uses
d e r i v a t i ve financial instruments to manage the economic impact of
fluctuations in interest rates, fo reign currency exchange rate and
commodity prices. To achieve this, the company enters into intere s t
rate and cross currency interest rate sw ap s , fo reign currency fo r w a rd
contracts and options, and commodity sw ap s .

The company ’s hedging strategy for the fo reign currency exchange
risk associated with its investment in Europe is based on pro j e c t e d
fo reign currency cash flows over periods up to ten ye a r s . T h e
c o m p a ny uses interest rate and cross currency interest rate sw aps to
e f fe c t i ve ly conve rt a portion of the company ’s U. S . dollar denominated
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debt into various European curre n c i e s . The company ’s investment in
E u rope and the fo reign currency portion of these cross curre n c y
i n t e rest rate sw aps are revalued in dollar terms each period to re f l e c t
c u rrent fo reign currency exchange rates with gains and losses
re c o rded in the equity section of the balance sheet. To the extent that
the notional amounts of these contracts exceed the company ’s
i nvestment in Euro p e, the related mark-to-market gains and losses are
reflected curre n t ly in earnings. The net translation loss recognized in
other income, including the gains and losses from those contracts not
qualifying as hedges, was $8 million, $14 million and $16 million in
1 9 9 7 , 1996 and 1995. The amounts receivable from or payable to
c o u n t e r p a rties to the sw ap s , offsetting the gains and losses re c o rd e d
in equity or earnings, a re re c o rded in long-term debt. The company
also uses domestic interest rate sw aps to manage the duration and
i n t e rest rate characteristics of its outstanding debt. The intere s t
component of the sw ap s , which ove r l ay a portion of the company ’s
i n t e rest payments on outstanding debt, is not carried at fair value in
the financial statements. The interest diffe rential paid or re c e i ved is
recognized as an adjustment to interest expense. Gains and losses on
the interest component of terminated sw aps are defe rred in
n o n c u rrent liabilities and amortized as an adjustment to intere s t
expense over the remaining term of the original sw ap. In the event of
e a r ly extinguishment of debt, a ny realized or unrealized gains or losses
f rom related sw aps would be recognized in income concurrent with
the extinguishment.

The company also uses fo reign currency fo r w a rd contracts to
hedge payments due on cross currency interest rate sw aps and
i n t e rc o m p a ny loans and, along with fo reign currency options, to hedge
material purc h a s e s , i n t e rc o m p a ny shipments and other commitments.
In add i t i o n , the company hedges a portion of its contractual
re q u i rements of certain commodities with commodity sw ap s . T h e s e
contracts are not carried at fair value in the financial statements as the
related gains and losses are recognized in the same period and
classified in the same manner as the underlying transactions. A ny gains
and losses on terminated contracts are defe rred in current liabilities
until the underlying transactions occur.

The company deals only with investment-grade counterparties to
these contracts and monitors its overall credit risk and exposure to
individual counterpart i e s . The company does not anticipate
n o n p e r formance by any counterpart i e s . The amount of the exposure
is generally the unrealized gains in such contracts. The company does
not re q u i re, nor does it post, collateral or security on such contracts.

Net Earnings Per Common Shar e : In 1997, the Financial
Accounting Standards Board issued Statement No. 1 2 8 , “Earnings Pe r
S h a re,” which replaced the calculation of primary and fully diluted
earnings per share with basic and diluted earnings per share. U n l i ke
p r i m a ry earnings per share, basic earnings per share excludes any
d i l u t i ve effects of common stock equivalents such as stock options.
Diluted earnings per share amounts assume, if dilutive, the exe rcise of
options and vesting of restricted stock using the tre a s u ry stock
m e t h o d . Earnings per share amounts, for all periods, h ave been
p re s e n t e d , and where ap p ro p r i a t e, restated to conform to Statement
128 re q u i re m e n t s .
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The fo l l owing table provides the computation of basic and diluted
earnings (loss) per share :

December 31 (millions of dollar s, except per share data) 1997 1996 1995

Numerator
Net earnings (loss):

Continuing operations $ (46) $ 141 $ 195
Discontinued operations 31 15 14

Numerator for basic
earnings (loss) per share (15) 156 209

Effect of dilutive securities:
Convertible debt – 4 4

Numerator for diluted
earnings (loss) per share $ (15) $ 160 $ 213

Denominator
For basic earnings (loss)

per share–weighted-average
shares outstanding 74.7 74.3 73.9

Effect of dilutive securities:
Employee stock options – 0.7 0.7
Convertible debt – 2.2 2.2

Dilutive potential
common shares – 2.9 2.9

Denominator for diluted
earnings (loss) per share 74.7 77.2 76.8

Basic earnings (loss) from
continuing operations $ (0.62) $ 1.90 $ 2.64

Basic earnings (loss) (0.20) 2.10 2.83

Diluted earnings (loss) from
continuing operations $ (0.62) $ 1.88 $ 2.60

Diluted earnings (loss) (0.20) 2.08 2.78

Note 2 • Business Acquisitions and Dispositions

In Janu a ry 1998, the company increased its majority ow n e r s h i p
i n t e rest in Whirlpool Narcissus Co. , its Chinese joint ve n t u re that
m a nu f a c t u res washing machines, for ap p rox i m a t e ly $12 million pending
government ap p rov a l .

In November 1997, the company completed the purchase of
ap p rox i m a t e ly 33% of the voting share s , as well as pre fe rre d , or non-
voting shares of the company ’s Brazilian affiliate, Brasmotor S.A., fo r
$217 million. The share s , combined with the existing holdings, g i ve the
c o m p a ny a controlling interest of ap p rox i m a t e ly 66% of the vo t i n g
s h a res of Brasmotor. Brasmotor is the parent company of Multibrás
S . A . E l e t ro d o m é s t i c o s , which has appliance sales of $1.6 billion and the
leading market share position in Latin A m e r i c a , and Embraco, t h e
wo r l d ’s second largest hermetic compressor manu f a c t u rer with annu a l
sales of ap p rox i m a t e ly $790 million.

In September 1997, the company reached a definitive agre e m e n t
to sell the inve n t o ry, c o n s u m e r, and international financing businesses
of WFC to Transamerica Distribution Finance Corporation (TDF)
( R e fer to Note 3).

In August 1997, the company sold its majority interest in its
Argentine business to Multibrás S.A. E l e t ro d o m é s t i c o s , in a share fo r
s h a re exchange of Whirlpool Argentina shares for additional shares in
M u l t i b r á s , s l i g h t ly increasing the company ’s ownership stake in
M u l t i b r á s . No gain or loss was recognized by the company on this
t r a n s a c t i o n . Whirlpool A r g e n t i n a ’s annual sales and earnings are not
significant to the company ’s consolidated results of operations.

In September 1996, the company acquired 100% of Gentech
Trading (Pty.) Ltd., a South African company, for about $27 million - $2
million of cash and $25 million of assumed debt. Renamed W h i r l p o o l
South A f r i c a , the company manu f a c t u res refrigerators and marke t s
m a nu f a c t u red and imported appliances under the W h i r l p o o l and local
K I C brand names. Gentech annual sales we re about $100 million fo r
its fiscal year 1995.

In May 1996, t wo of the company ’s majority-owned subsidiaries in
I n d i a , Kelvinator of India (KOI) and Whirlpool Washing Machines
Limited (WWML), we re merged and renamed Whirlpool of India
( WO I ) . As part of the merger plan, the company purchased an



a dditional interest in WWML for $12 million in April 1996, resulting in
a 56% interest in the combined entity, WO I .

In 1995, the company acquired a majority interest in Shunde SMC
M i c row ave Products Co. , L t d . , a Chinese manu f a c t u rer and marke t e r
of microw ave ove n s , for about $90 million in cash. The company also
a c q u i red a majority interest in KO I , a manu f a c t u rer and marketer of
re f r i g e r a t o r s , for about $116 million in cash. The company inve s t e d
$16 million for a majority interest in Whirlpool Narcissus (Shanghai)
C o. L t d . , a new Chinese joint ve n t u re, to produce washing machines.

The above acquisitions have been accounted for as purchases and
their operating results have been consolidated with the company ’s
results since the dates of acquisition. The pro forma consolidated
operating results reflecting these acquisitions for the full year wo u l d
not have been materially diffe rent from re p o rted amounts.

Note 3 • D i s c o n t i nued Opera t i o n s

During the third quarter of 1997, the company discontinued its
financing operations and adopted a plan to dispose of most of the
assets of Whirlpool Financial Corporation (WFC). The company
re c o rded a pretax gain of $70 million ($42 million after-tax) related to
the transaction.

In September 1997, the company reached a definitive agre e m e n t
to sell the majority of W F C ’s assets in a series of transactions to
Transamerica Distribution Finance Corporation (TDF). During the
fo u rth quarter of 1997, the company completed the sale of cert a i n
i nve n t o ry floor planning financing assets and international factoring
assets to TDF for ap p rox i m a t e ly $927 million. In Janu a ry 1998, t h e
c o m p a ny sold to TDF additional international assets and consumer
financing receivable assets for ap p rox i m a t e ly $370 million. T h e
c o m p a ny expects to re c o rd a pretax gain of ap p rox i m a t e ly $22 million
in the first quarter of 1998 related to the completion of the T D F
t r a n s a c t i o n s . Under an ongoing strategic part n e r s h i p, TDF will
c o n t i nue to provide financing services to the company ’s trade part n e r s
and customers. In separate transactions during the fo u rth quarter of

1 9 9 7 , the company sold certain consumer financing receivables fo r
$98 million and entered into an agreement to sell a portion of W F C ’s
a e rospace financing business for $168 million, of which $144 million
was sold in the first two months of 1998.

A $36 million operating charge ($22 million after-tax) was
re c o rded in the third quarter of 1997 to provide an additional re s e rve
for certain retained WFC aerospace assets.

G ross financing receivables and leases at December 31, 1997 and
1996 we re $331 million and $2,128 million, re s p e c t i ve ly. U n e a r n e d
i n c o m e, estimated residual value and allowances related to these
leases we re $(55) million and $(23) million, re s p e c t i ve ly. D e fe rre d
income tax liabilities relating to financing leases we re $127 million and
$123 million at December 31, 1997 and 1996.

I n t e rest and discount charges are recognized in reve nues using the
e f fe c t i ve yield method. Lease income is re c o rded in decre a s i n g
amounts over the term of the lease contract, resulting in a level rate
of return on the net investment in the lease. Origination fees and
related costs are defe rred and amortized as yield adjustments over the
l i fe of the related receivable or lease. The allowance for losses is
maintained at estimated amounts necessary to cover losses on all
finance and leasing receivables based on management’s assessment of
various factors including loss experience and rev i ew of pro b l e m
a c c o u n t s .

Net losses on financing receivables and leases we re $35 million
(excluding operating charge), $40 million and $39 million in 1997, 1 9 9 6
and 1995. Financing receivables of $109 million, $108 million and $112
million are considered impaired under Financial Accounting Standard s
B o a rd Statement No. 1 1 4 , “Accounting by Creditors for Impairment of
a Loan” at December 31, 1 9 9 7 , 1996 and 1995. Specific allowances fo r
losses on these receivables total $65 million, $29 million and $19
million at December 31, 1 9 9 7 , 1996 and 1995. WFC recognized $5
m i l l i o n , $9 million and $12 million of interest income in 1997, 1996 and
1995 on these re c e i v a b l e s .
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Note 4 • I nve n t o r i e s

December 31 (millions of dollars) 1997 1996

Finished pro d u c t s $ 1 , 0 1 5 $ 9 9 1
Work in pro c e s s 6 9 5 9
R aw materials 3 0 4 2 1 3

Total FIFO cost 1 , 3 8 8 1 , 2 6 3

Less excess of FIFO cost over LIFO cost 2 1 8 2 2 9

$ 1 , 1 7 0 $ 1,034 

LIFO inventories re p resent ap p rox i m a t e ly 24% and 39% of total
i nventories at December 31, 1997 and 1996.

Note 5 • Affiliated Companies

The company has a 49% direct voting interest in a Mexican company
( V i t ro m a t i c, S . A . de C. V.) and direct voting interests ranging from 10%
to 40% in several other international companies principally engaged in
the manu f a c t u re and sale of major home appliances or re l a t e d
component part s . Prior to consolidation of the company ’s Brazilian
s u b s i d i a ry for the last two months of 1997 (Refer to Note 1), re s u l t s
we re reflected as equity earnings of affiliated companies. T h e
c o m p a ny ’s share of Brazilian results for 1997 was $78 million
excluding restructuring and operating charges and $64 million
including restructuring and operating charges.

Equity in the net earnings (loss) of affiliated companies, net of
related taxe s , is as fo l l ow s :

(millions of dollars) 1997 1996 1995

Brazilian affiliates $ 6 0 $ 9 2 $ 7 0
Mexican affiliate 5 ( 3 ) –
O t h e r 2 4 2

Total equity earnings $ 6 7 $ 9 3 $ 7 2

Combined condensed financial information for all affiliated operating
companies (excluding Brazil in 1997) fo l l ow s :

December 31 (millions of dollars) 1997 1996

C u rrent assets $ 2 7 5 $ 1 , 3 6 5
Other assets 3 7 2 1 , 0 9 0

$ 6 4 7 $ 2 , 4 5 5

C u rrent liabilities $ 3 0 3 $ 7 9 5
Other liabilities 1 6 0 3 8 0
Stockholders’ equity 1 8 4 1 , 2 8 0

$ 6 4 7 $ 2,455 

(millions of dollars) 1997 1996 1995

Net sales $ 9 3 7 $ 3 , 1 1 2 $ 2 , 7 7 2

Cost of products sold $ 5 9 6 $ 2 , 3 2 3 $ 2 , 1 2 2

Net earnings $ 1 7 $ 2 6 5 $ 1 9 2

Dividends and fees paid
to Whirlpool by affiliates $ 5 $ 2 0 $ 2 0



Note 6 • Financing A r ra n g e m e n t s

The company has unused credit lines of ap p rox i m a t e ly $2.5 billion,
including $800 million expiring in 2002 and the remainder expiring in
1 9 9 8 . G e n e r a l ly, the banks are compensated for their credit lines by a
fee and do not re q u i re formal compensating balances.

Notes payable consist of the fo l l ow i n g :

December 31 (millions of dollars) 1997 1996

P ayable to banks $ 5 5 8 $ 2 6 3
C o m m e rcial pap e r 7 5 2 1 , 7 6 1
O t h e r 2 2 1 4

$ 1 , 3 3 2 $ 2,038 

The reduction of notes payable in 1997 from 1996 reflects a decre a s e
in WFC commercial paper (Refer to Note 3) net of an increase in
notes payable to banks resulting from the consolidation of Brasmotor
S . A . ( R e fer to Note 2).

The weighted average interest rate on notes payable was 7.37%
and 6.34% at December 31, 1997 and 1996.

Although the majority of its operating assets have been dive s t e d ,
WFC remains a legal entity with pre fe rred stock arrangements as
fo l l ow s :

Mandatory
Number Face Annual Redemption Date of
of Shares Value Dividend Date Issuance

Series A 4 0 0 , 0 0 0 $ 1 0 0 $ 5 . 5 5 9 / 1 / 1 9 9 8 8 / 3 1 / 1 9 9 3
Series B 3 5 0 , 0 0 0 $ 1 0 0 $ 6 . 5 5 9 / 1 / 2 0 0 8 8 / 3 1 / 1 9 9 3
Series C 2 5 0 , 0 0 0 $ 1 0 0 $ 6 . 0 9 2 / 1 / 2 0 0 2 1 2 / 2 7 / 1 9 9 6

The pre fe rred stockholders are entitled to vote together on a
s h a re - fo r- s h a re basis with W F C ’s common stockholder. P re fe rre d
stock dividends are payable quart e r ly. At its option,WFC may re d e e m
the Series B at any time on or after September 1, 2003 or at any

earlier date for Series C. The redemption price for each series is $100
per share plus any accrued unpaid dividends and the ap p l i c a b l e
redemption premium if redeemed early. Commencing September 1,
2 0 0 3 , WFC must pay $1,750,000 per year to a sinking fund for the
benefit of the Series B pre fe rred stockholders, with a final payment of
$26,250,000 due on or befo re September 1, 2 0 0 8 . T h e re are no
sinking fund re q u i rements for the Series A or Series C pre fe rre d
s t o c k .

The company and WFC are parties to a support agre e m e n t .
Pursuant to the agre e m e n t , if at the close of any quarter W F C ’s net
earnings available for fixed charges (as defined) for the pre c e d i n g
t we l ve months is less than a stipulated amount, the company is
re q u i red to make a cash payment to WFC equal to the insufficiency
within 60 days of the end of the quart e r. The support agreement may
be terminated by either WFC or the company upon 30 days notice
p rovided that certain conditions are met. The company has also
a g reed to maintain ownership of at least 70% of W F C ’s voting stock.

In Janu a ry 1997, the company paid $113 million to call the
outstanding subordinated zero coupon conve rtible notes resulting in
an insignificant loss on extinguishment. The call payment was financed
t h rough issuance of additional commercial pap e r. At re d e m p t i o n , a n
a g g regate principal amount of $372 million was conve rted into 2.7
million shares of the company ’s common stock.

Long-term debt consists of the fo l l ow i n g :

Interest
December 31 (millions of dollars) Maturity Rate 1997 1996

Debentures 2008 and 2016 7.8 and 9.1% $ 368 $ 368
Senior notes 2000 and 2003 9.0 and 9.5 400 400
Medium-term notes 1999 to 2006 8.7 to 9.1 25 25
Subordinated

convertible notes - 113
Mortgage notes 1998 to 2012 6.3 to 6.6 65 67
Other 238 101

1,096 1,074

Less current maturities 22 119

$1,074 $ 955
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A n nual maturities of long-term debt in the next five years are $22
m i l l i o n , $180 million, $264 million, $51 million and $14 million.

The company paid intere s t , including a portion re c o rded as
d i s c o n t i nued operations, on short-term and long-term debt totaling
$242 million, $228 million and $232 million in 1997, 1996 and 1995.

Note 7 • Fair Value of Financial Instruments

The fo l l owing methods and assumptions we re used in estimating fair
values of financial instruments:

Cash and Equivalents and Notes Pay a bl e : The carry i n g
amounts ap p roximate fair values.

Long-term Debt and WFC Pr e fe r red Stock: The fair values
a re estimated using discounted cash flow analyses based on
i n c remental borrowing or dividend yield rates for similar types of
b o rrowing or equity arr a n g e m e n t s . The WFC pre fe rred stock carry i n g
amount ap p roximates fair value.

D e r i v a t i v e Financial Instruments: The fair values of intere s t
rate sw ap s , c ross currency interest rate sw ap s , fo reign curre n c y
fo r w a rd contracts and option collars and commodity sw aps are based
on quoted market prices.

The carrying amounts and fair values of financial instruments fo r
which the fair value does not ap p roximate the liability carrying amount
a re as fo l l ow s :

1997 1996

Carrying Fair Carrying Fair
December 31 (millions of dollars) Amount Value Amount Value

Long-term debt (including
current portion) $ 1,174 $ 1,280 $ 1,053 $1,118

Derivative financial 
instruments (notional
amounts indicated):
Hedges of net investment
in Europe including
converted debt:

Interest rate and cross
currency interest rate swaps
($1,390 million in 1997;
$1,506 million in 1996) (78) (42) 21 110
Foreign currency
forward contracts
($7 million in 1997;
$1 million in 1996) – – – –
Domestic interest
rate swaps
($240 million in 1997;
$240 million in 1996) – (4) – (1)

Transaction hedges:
Foreign currency
forward contracts
($736 million in 1997;
$950 million in 1996) – (2) – –
Foreign currency options
($– million in 1997;
$– million in 1996) – – – –
Hedges with commodity swaps
($19 million in 1997;
$35 million in 1996) – 1 – –
WFC interest rate and
cross currency swaps
($30 million in 1997;
$44 million in 1996) – – – –

Total long-term debt $1,096 $1,233 $1,074 $1,227



At December 31, 1 9 9 7 , i n t e rest rate and cross currency intere s t
rate sw aps effe c t i ve ly conve rt $876 million of U. S . dollar denominated
debt into European currency denominations ($468 million - German
m a r k s , $319 million - French francs, $39 million - Swiss francs and $50
million - British pounds). About 38% of this conve rted debt has
floating rates and 62% has fixed rates. Floating rates re c e i ved range
f rom LIBOR less .9% to LIBOR, and floating rates paid range from local
c u rrency LIBOR to local currency LIBOR plus 3.25%. F i xed  rates
re c e i ved range from 3.55% to 7.20%, and fixed rates paid range fro m
5.13% to 9.25%. The sw aps mature within nine ye a r s .

At December 31, 1 9 9 7 , domestic interest rate sw aps effe c t i ve ly
c o nve rt $240 million of fixed rate debt into floating rate debt. F i xe d
rates re c e i ved range from 6.99% to 7.21%. Floating rates paid are
L I B O R . The domestic interest rate sw aps mature within five ye a r s .

At December 31, 1 9 9 7 , WFC interest rate sw aps effe c t i ve ly
c o nve rt $26 million of floating rate debt into fixed rate debt as well as
c o nve rting $4 million of U. S . dollar denominated debt into Canadian
c u rrency denomination. Floating rates re c e i ved are based on LIBOR
or commercial paper rates, and fixed rates paid range from 6.33% to
8 . 8 3 % . The WFC sw aps mature within four ye a r s .

Fo reign currency fo r w a rd contracts mature within one day to two
years and invo l ve principally European and North American curre n c i e s .
Copper and zinc commodity sw aps mature within two ye a r s .

Note 8 • S t o c k h o l d e rs ’ E q u i t y

In addition to its common stock, the company has 10 million
authorized shares of pre fe rred stock (par value $1 per share ) , none of
which is outstanding.

Consolidated retained earnings at December 31, 1997 included
$20 million of equity in undistributed net earnings of affiliated
c o m p a n i e s .

The cumu l a t i ve translation component of stockholders’ equity
re p resents the effect of translating net assets of the company ’s

international subsidiaries offset by related hedging activity net of tax.
C o nversion of notes, stock option transactions and restricted stock
grants account for the changes in paid-in cap i t a l .

One Pre fe rred Stock Purchase Right (Rights) is outstanding fo r
each share of common stock. The Rights, which expire May 23, 1 9 9 8 ,
will become exe rcisable 10 days after a person or group either
becomes the beneficial owner of 20% or more of the common stock
or commences a tender or exchange offer that would result in such
person or group beneficially owning 25% or more of the outstanding
common stock. Each Right entitles the holder to purchase from the
c o m p a ny one new ly issued unit consisting of one one-hundredth of a
s h a re of Series A Participating Cumu l a t i ve Pre fe rred Stock at an
e xe rcise price of $100, subject to adjustment.

If (i) any person or group becomes the beneficial owner of 25% or
m o re of Whirlpool common stock, or (ii) the company is the surv i v i n g
corporation in a merger with a 20% or more stockholder and its
common stock is not changed or conve rt e d , or (iii) a 20% or more
stockholder engages in certain self-dealing transactions with the
c o m p a ny, then each Right not owned by such person will entitle the
holder to purc h a s e, at the Rights’ then current exe rcise price, s h a re s
of the company ’s common stock having a value of twice the Rights’
then current exe rcise price. In add i t i o n , if the company is invo l ved in
a merger in which its common stock is conve rted or sells 50% or
m o re of its assets, each Right will entitle its holder to purchase for the
e xe rcise price shares of common stock of the acquiring successor
c o m p a ny having a value of twice the Rights’ then current exe rc i s e
p r i c e.

The company will be entitled to redeem the Rights in whole, b u t
not in part , at $.05 per Right at any time prior to the expiration of a
1 0 - d ay period (subject to extension) fo l l owing public announcement
of the existence of a 20% holder or of a 25% or more tender offe r.
Until such time as the Rights become exe rc i s a b l e, the Rights have no
voting or dividend privileges and are attached to, and do not trade
s e p a r a t e ly fro m , the common stock.

At December 31, 1 9 9 7 , one million pre fe rred shares we re
re s e rved for future exe rcise of Stock Purchase Rights.
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Note 9 • Stock Option and Incentive Plans

The company ’s stock option and incentive plan permits the grant of
stock options and other stock aw a rds covering up to 9.4 million
s h a res to key employees of the company and its subsidiaries, of which
1.9 million shares are available for grant at December 31, 1 9 9 7 . T h e
plan authorizes the grant of both incentive and nonqualified stock
options and, f u rt h e r, authorizes the grant of stock ap p reciation rights
and related supplemental cash payments independently of or with
respect to options granted or outstanding. Stock options generally
h ave 10-year terms, and vest and become fully exe rcisable over a two
to three year period after date of grant. An Exe c u t i ve Stock
A p p reciation and Pe r formance Program (ESAP), a Restricted Stock
Value Program (RSVP) and a Career Stock Program (CSP) have been
established under the plan. Pe r formance aw a rds under ESAP and
RSVP are generally earned over mu l t i - year time periods upon the
a c h i evement of certain performance objectives or upon a change in
c o n t rol of the company. CSP aw a rds are earned at specified dates
during a part i c i p a n t ’s career with the company or upon change in
c o n t rol of the company. ESAP aw a rds are payable in cash, c o m m o n
s t o c k , or a combination thereof when earned. RSVP grants re s t r i c t e d
s h a res which may not be sold, t r a n s fe rred or encumbered until the
restrictions lap s e. CSP grants phantom stock aw a rds which are
redeemable for shares of the company ’s common stock upon the
re c i p i e n t ’s re t i rement after attaining age 60 and are subject to cert a i n
noncompetition prov i s i o n s . Outstanding restricted and phantom
s h a res totaled 882,400 with a we i g h t e d - average grant-date fair value of
$46.07 per share at December 31, 1997 and 984,400 with a we i g h t e d -
average grant-date fair value of $46.84 per share at December 31,
1 9 9 6 . Expenses under the plan we re $21 million, $3 million and $5
million in 1997, 1996 and 1995.

Under the Nonemployee Director Stock Ownership Plan, e a c h
n o n e m p l oyee director is automatically granted 400 shares of common
stock annu a l ly and is eligible for a stock option grant of 600 shares if
the company's earnings meet a prescribed earnings fo r mu l a . This plan
p rovides for the grant of up to 200,000 shares as either stock or stock
o p t i o n s , of which 143,000 shares are available for grant at December

3 1 , 1 9 9 7 . The stock options vest and become exe rcisable six months
after date of grant. T h e re we re no significant expenses under this plan
for 1997, 1996 or 1995.

The company maintains an employee stock option plan
( P a rt n e r S h a re) that grants substantially all full-time U. S . e m p l oyees a
f i xed number of stock options that vest over a thre e - year period and
m ay be exe rcised over a 10-year period. P a rt n e r S h a re authorizes the
grant of up to 2.5 million shares of which 500,000 shares are av a i l a b l e
for grant at December 31, 1 9 9 7 .

Stock option and incentive plans are accounted for in accord a n c e
with Accounting Principles Board Opinion No. 2 5 , “Accounting fo r
Stock Issued to Employees” and related Interpre t a t i o n s . G e n e r a l ly, n o
compensation expense is recognized for stock options with exe rc i s e
prices equal to the market value of the underlying shares of stock at
the date of grant. Compensation expense is recognized for ESAP,
RSVP and CSP aw a rds based on the market value of the underly i n g
s h a res of stock when the number of shares is determinable.

Had the company elected to adopt recognition provisions of SFA S
N o. 1 2 3 , “Accounting for Stock-Based Compensation,” under which
stock options are accounted for at estimated fair value, p ro forma net
earnings (loss) and diluted net earnings (loss) per share would be as
fo l l ow s :

December 31 (millions of dollars) 1997 1996 1995

Net earnings (loss)
As reported $ (15) $ 156 $ 209
Proforma (21) 153 209

Diluted net earnings (loss) per share
As reported $ (0.20) $ 2.08 $ 2.78
Proforma (0.28) 2.04 2.77

The fair value of stock options used to compute pro forma net
earnings (loss) and earnings (loss) per share disclosures is the
estimated present value at grant date using the Black-Scholes option-
pricing model with the fo l l owing assumptions: expected vo l a t i l i t y
factor of .183; dividend yield of 2.4%; r i s k - f ree interest rate of 5.5%
and a we i g h t e d - average expected option life of 5 ye a r s .



The effects of pro forma disclosures of ap p lying SFAS No. 123 are
not like ly to be re p re s e n t a t i ve of the effects of such disclosures in
f u t u re ye a r s . Statement No. 123 is applicable only to options granted
subsequent to December 15, 1 9 9 4 , t h e re fo re the full pro forma effe c t
is not reflected in the years pre s e n t e d .

A summary of stock option information fo l l ow s :

1997 1996 1995

Weighted- Weighted- Weighted-
December 31 Average Average Average
(thousands of shares , Number Exercise Number Exercise Number Exercise
except per share data) of Shares Price of Shares Price of Shares Price

Outstanding at Jan. 1 4,127 $ 46.31 3,397 $ 43.99 3,214 $ 39.96
Granted 1,360 45.78 1,282 50.62 723 55.75
Exercised (842) 39.83 (331) 34.06 (427) 32.65
Canceled or expired (415) 50.12 (221) 53.99 (113) 47.62

Outstanding at Dec. 31 4,230 $ 47.06 4,127 $ 46.31 3,397 $ 43.99

Exercisable at Dec. 31 2,308 $ 46.43 2,438 $ 42.43 2,307 $ 38.60

Fair value of options
granted during the year $ 9.26 $ 10.24 $ 11.28

Of the outstanding options at December 31, 1 9 9 7 , 885,000 share s
granted prior to 1993 (all of which are exe rcisable) have exe rc i s e
prices ranging from $24.75 to $37.50 and a we i g h t e d - ave r a g e
remaining contractual life of 3.4 ye a r s , while 4,385,000 shares granted
subsequent to 1992 (of which 1,423,000 shares are curre n t ly
e xe rcisable at a we i g h t e d - average exe rcise price of $53.69) have
e xe rcise prices ranging from $45.75 to $55.81 and a we i g h t e d - ave r a g e
remaining contractual life of 8.3 ye a r s .

Note 10 • Restructuring and Other Special Charges

Restructuring costs in 1997 and 1996 consist of the fo l l ow i n g :

December 31 (millions of dollars) 1997 1996

Cash costs:
E m p l oyee severance and

related pay m e n t s $ 1 9 8 $ 9
Lease termination, facility disposition

and other costs 4 6 3

Total cash costs 2 4 4 1 2

Noncash costs:
Loss on disposal of facilities

and equipment 5 7 -
Other asset write-dow n s 4 2 1 8

Total noncash costs 9 9 1 8

$ 3 4 3 $ 3 0

During 1997, the company incurred restructuring costs of $343
million to better align the company ’s cost structure within the global
h o m e - appliance marke t p l a c e. P retax restructuring charges of $172
m i l l i o n , $101 million, $35 million, $25 million and $10 million relate to
the company ’s Euro p e a n ,A s i a n , Latin A m e r i c a n , Corporate and Nort h
American operations. The restructuring charge includes the
elimination of about 7,900 global positions between 1997 and 2000.
About 25% of the cash costs we re paid in 1997, with the remainder to
be paid in 1998 and 1999. The impact of 1997 restructuring costs
a f t e r-tax and minority interests was $232 million or $3.07 per diluted
s h a re.

In 1997, the company also recognized special charges of $62
million ($53 million of which affected operating pro f i t ) , p r i n c i p a l ly due
to the adjustment of the carrying value of receivables and inve n t o ry,
p r i m a r i ly in Europe and A s i a . The impact of 1997 special operating
charges on continuing operations after-tax and minority interests was
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$40 million or $.54 per diluted share. In add i t i o n , d i s c o n t i nu e d
operations results include a pretax charge of $36 million, a f t e r- t a x
charge of $22 million or $.29 per diluted share to provide a re s e rve
for certain WFC aerospace assets.

In 1996, restructuring costs relate to streamlining a Nort h
American refrigerator manufacturing operation in order to achieve
g reater efficiencies and lower manufacturing costs for specific
refrigerator models, t r a n s fe rring Asian re s e a rch and engineering
operations from the regional center to the manufacturing locations
and relocating the Whirlpool Asian headquart e r s . P retax charges of
$18 million and $12 million relate to the company ’s North A m e r i c a n
and Asian operations and invo l ve the termination of about 850
e m p l oye e s . About 50% of the cash costs we re paid in 1996, with the
remainder paid in 1997. Total 1996 after-tax charges we re $19 million
or $.25 per diluted share.

Note 11 • Income Ta xe s

Income tax provisions from continuing operations are as fo l l ow s :

Year ended December 31 (millions of dollars) 1997 1996 1995

C u rre n t :
Fe d e r a l $ 7 8 $ 7 2 $ 3 7
State and local 2 0 1 7 4
Fo re i g n 2 6 7 2 4

1 2 4 9 6 6 5

D e fe rre d :
Fe d e r a l ( 2 7 ) ( 7 ) 2 6
State and local ( 3 ) 1 7
Fo re i g n ( 1 0 3 ) ( 2 0 ) ( 8 )

( 1 3 3 ) ( 2 6 ) 2 5

$ ( 9 ) $ 7 0 $ 9 0

I n c l u s i ve of discontinued operations (Refer to Note 3) prov i s i o n s
for income taxes we re $(12) million, $81 million and $100 million fo r
1 9 9 7 , 1996 and 1995, re s p e c t i ve ly.

Domestic and fo reign earnings (loss) befo re income taxes and
other items from continuing operations are as fo l l ow s :

Year ended December 31 (millions of dollars) 1997 1996 1995

D o m e s t i c $ 2 8 8 $ 2 8 8 $ 1 9 9
Fo re i g n ( 4 5 9 ) ( 1 8 8 ) 1 5

$ ( 1 7 1 ) $ 1 0 0 $ 2 1 4

Earnings (loss) befo re income taxes and other items, i n c l u d i n g
d i s c o n t i nued operations (Refer to Note 3), we re $(178) million, $ 1 3 0
million and $242 million for 1997, 1996 and 1995, re s p e c t i ve ly.

Reconciliations between the U. S . federal statutory income tax rate
and the consolidated effe c t i ve income tax (benefit) rate for earnings
b e fo re income taxes and other items for continuing operations are as
fo l l ow s :

Year ended December 31 (millions of dollars) 1997 1996 1995

U. S . federal statutory rate ( 3 5 . 0 ) % 3 5 . 0 % 3 5 . 0 %
Impact of restructuring charge 1 8 . 2 ( 0 . 5 ) -
State and local taxe s , net of

federal tax benefit 8 . 8 1 2 . 4 4 . 0
Nondeductible go o d w i l l

a m o rt i z a t i o n 2 . 3 9 . 9 4 . 9
Settlement of prior year taxe s – – ( 5 . 1 )
Excess fo reign taxes (benefits) ( 4 . 0 ) ( 5 . 8 ) 4 . 5
Net benefits from unre c o g n i z e d

prior year defe rred tax assets
and carry fo r w a rd s ( 5 . 1 ) ( 6 . 2 ) ( 7 . 7 )

Unbenefited operating losses 1 0 . 9 2 3 . 2 3 . 2
Nondeductible intere s t – 4 . 3 1 . 9
R e s e a rch tax cre d i t s ( 0 . 6 ) ( 9 . 0 ) ( 0 . 9 )
Other items ( 0 . 5 ) 6 . 8 2 . 4

E f fe c t i ve income tax (benefit) rate ( 5 . 0 ) % 7 0 . 1 % 4 2 . 2 %



I n c l u s i ve of discontinued operations, the effe c t i ve income tax
(benefit) rate was (6.9)%, 61.9% and 41.3% for 1997, 1996 and 1995,
re s p e c t i ve ly.

D e fe rred income taxes reflect the net tax effects of temporary
d i f fe rences between the carrying amounts of assets and liabilities used
for financial re p o rting purposes and the amounts used for income tax
p u r p o s e s .

Significant components of the company's defe rred tax liabilities
and assets are as fo l l ow s :

December 31 (millions of dollars) 1997 1996

D e fe rred tax liabilities:
P ro p e rt y, plant and equipment $ 1 6 6 $ 1 6 2
Financial services leveraged leases 1 2 6 1 2 3
O t h e r 2 3 3 8

Total defe rred tax liabilities 3 1 5 3 2 3

D e fe rred tax assets:
Po s t re t i rement obligation 1 6 1 1 5 1
R e s e rve s 1 7 2 0
Restructuring costs 6 8 2 0
P roduct warranty accrual 2 0 2 0
Receivable and inve n t o ry allow a n c e s 9 7 2
P repaid expenses 1 1 9
Loss carry fo r w a rd s 1 2 5 8 8
E m p l oyee compensation 3 5 2 1
O t h e r 2 4 2 7

Total defe rred tax assets 5 5 8 3 5 8

Valuation allowances fo r
d e fe rred tax assets ( 2 5 ) ( 3 0 )

D e fe rred tax assets,
net of valuation allow a n c e s 5 3 3 3 2 8

Net def e r red tax assets $ 2 1 8 $ 5

The company has re c o rded valuation allowances to reflect the
estimated amount of net operating loss carry fo r w a rd s , re s t r u c t u r i n g
costs and other defe rred tax assets which may not be re a l i z e d .

The company provides defe rred taxes on the undistributed
earnings of fo reign subsidiaries and affiliates to the extent such
earnings are expected to be re m i t t e d . G e n e r a l ly, earnings have been
remitted only when no significant net tax liability would have been
i n c u rre d . No provision has been made for U. S . or fo reign taxes that
m ay result from future remittances of the undistributed earnings
($442 million at December 31, 1997) of fo reign subsidiaries and
affiliates expected to be re i nvested indefinitely. Determination of the
d e fe rred income tax liability on these unremitted earnings is not
practicable as such liability, if any, is dependent on circ u m s t a n c e s
existing when remittance occurs.

The company paid income taxes of $23 million in 1997 and $102
million in both 1996 and 1995.

At December 31, 1 9 9 7 , the company has fo reign net operating loss
c a rry fo r w a rds of $330 million which are primarily nonexpiring.

Note 12 • Pension Plans

The company maintains both contributory and noncontributory
defined benefit pension plans covering substantially all Nort h
American and Brazilian employees and certain European employe e s .
Benefits are based primarily on compensation during a specified
period befo re re t i rement or specified amounts for each year of
s e rv i c e. The company ’s present funding policy is to generally make the
m i n i mum annual contribution re q u i red by applicable re g u l a t i o n s .
Assets held by the plans consist primarily of listed common stocks and
b o n d s , government securities, i nvestments in trust funds, bank deposits
and other inve s t m e n t s .

In 1997, the company recognized settlement gains, net of
termination benefit cost, of $12 million. These related to the sale of
the WFC inve n t o ry and consumer financing businesses and a vo l u n t a ry
re t i rement program offe red to certain other North A m e r i c a n
e m p l oye e s . The WFC re t i rement plan was merged into the W h i r l p o o l
Salaried Retirement Plan during the fo u rth quarter of 1997.
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Pension cost, excluding the net gains described above, includes the
fo l l owing components:

December 31 (millions of dollars) 1997 1996 1995

S e rvice cost - benefits earned
during the ye a r $ 4 1 $ 4 0 $ 3 6

I n t e rest cost on pro j e c t e d
benefit obligation 8 4 8 0 7 7

Actual return on plan assets ( 2 0 4 ) ( 1 5 7 ) ( 2 6 7 )
Net defe rr a l / a m o rt i z a t i o n 9 9 5 0 1 6 4

$ 2 0 $ 1 3 $ 1 0

Assumptions used in accounting for defined benefit pension plans
a re as fo l l ow s :

December 31 1997 1996 1995

Discount rate 6.0-9.0 % 6.5-9.0 % 7.0-9.0 %
Rate of compensation

l evel incre a s e 2.5-9.0 % 2.5-6.0 % 3.5-6.5 %
Expected long-term rate of

return on plan assets 4.5-9.5 % 6.5-9.5 % 6.5-9.5 %

The funded status of the pension plans is as fo l l ow s :

Plans Whose A s s e t s Plans W h o s e
Exceed A c c u mu l a t e d A c c u mulated Benefi t s

B e n e fi t s Exceed Plan A s s e t s

December 31 (millions of dollars) 1997 1996 1997 1996

P rojected benefit
o b l i g a t i o n $ ( 9 4 3 ) $ ( 9 1 3 ) $ ( 3 1 2 ) $ ( 1 4 4 )

Plan assets at fair value 1 , 3 1 2 1 , 2 5 9 1 4 0 6 3

Plan assets in excess of
(less than) pro j e c t e d
benefit obligation 3 6 9 3 4 6 ( 1 7 2 ) ( 8 1 )

U n recognized prior
s e rvice cost 6 9 4 7 1 4 7

U n recognized net
experience gain ( 3 6 9 ) ( 3 4 2 ) 4 4

U n recognized net obligation,
net of amort i z a t i o n ( 1 5 ) ( 2 0 ) 4 8 ( 1 )

A dditional minimu m
l i a b i l i t y – – ( 7 ) ( 5 )

Pension asset (liability)
included in other assets
(postemployment
benefits) $ 54 $ 31 $ (113) $ (76)

The accumulated benefit obligation, which is included in the
p rojected benefit obligation, re p resents the actuarial present value of
benefits attributed to employee service and compensation levels to
d a t e. The accumulated benefit obligation was $1,054 million and $919
million at December 31, 1997 and 1996. The vested portion was $932
million and $812 million at December 31, 1997 and 1996.

The U. S . pension plans provide that in the event of a plan
termination within five years fo l l owing a change in control of the
c o m p a ny, a ny assets held by the plans in excess of the amounts needed
to fund accrued benefits would be used to provide additional benefits
to plan part i c i p a n t s . A change in control generally means one not



ap p roved by the incumbent board of dire c t o r s , including an acquisition
of 25% or more of the voting power of the company ’s outstanding
stock or a change in a majority of the incumbent board .

C e rtain European subsidiaries maintain termination indemnity and
special severance plans. The cost of these plans, determined in
a c c o rdance with local government specifications, was $15 million and
$12 million in 1996 and 1995. The costs in 1997 we re immaterial due
to a lower termination rate than prior ye a r s .

The company maintains a 401(k) defined contribution plan
c overing substantially all U. S . e m p l oye e s . C o m p a ny matching
contributions for domestic hourly and certain other employees under
the plan, based on the company ’s annual operating results and the leve l
of individual part i c i p a n t ’s contributions, amounted to $6 million, $ 7
million and $5 million in 1997, 1996 and 1995.

Note 13 • P o s t re t i rement Benefit Plans

The company curre n t ly sponsors a defined benefit health-care plan
that provides postre t i rement medical benefits to full time U. S .
e m p l oyees who have wo r ked 5 years and attained age 55 while in
s e rvice with the company. The plan is curre n t ly noncontributory and
contains cost-sharing fe a t u res such as deductibles, coinsurance and a
l i fetime maximu m . The company does not fund the plan. N o
significant postre t i rement benefits are provided by the company to
n o n - U. S . e m p l oye e s .

The components of the annual postre t i rement benefit costs are as
fo l l ow s :

December 31 (millions of dollars) 1997 1996 1995

S e rvice cost $ 1 0 $ 1 1 $ 1 0
I n t e rest cost 2 9 2 8 2 6

$ 3 9 $ 3 9 $ 3 6

The components of the postre t i rement obligation are as fo l l ow s :

December 31 (millions of dollars) 1997 1996

A c c u mulated postre t i rement benefit obligation
R e t i re e s $ 2 0 0 $ 1 8 1
F u l ly eligible active part i c i p a n t s 7 8 8 7
Other active plan part i c i p a n t s 1 1 0 1 1 4

To t a l 3 8 8 3 8 2

U n recognized gain (loss) 1 4 ( 1 )

Po s t re t i r ement ob l i g a t i o n $ 4 0 2 $ 3 8 1

The assumed health-care trend rate decreases gradually from 8% in
1997 to 7% in 1998 and 1999 and finally to 6% in 2000 and future
ye a r s . I n c reasing the health-care trend rate by one percentage point
would increase the accumulated postre t i rement benefit obligation as
of December 31, 1997 by $28 million and increase the annu a l
p o s t re t i rement benefit cost for 1997 by $3 million. Discount rates of
7.75% and 8.0% we re used to determine the accumu l a t e d
p o s t re t i rement benefit obligation at December 31, 1997 and 1996.

Note 14 • C o n t i n g e n c i e s

The company is invo l ved in various legal actions arising in the normal
course of business. M a n a g e m e n t , after taking into consideration legal
c o u n s e l ’s evaluation of such actions, is of the opinion that the outcome
of these matters will not have a material adverse effect on the
c o m p a ny ’s financial position.

The company is a party to certain financial instruments with off-
balance-sheet risk which are entered into in the normal course of
b u s i n e s s . These instruments consist of financial guarantees, re p u rc h a s e
a g reements and letters of cre d i t . The company ’s exposure to cre d i t
loss in the event of nonperformance by the debtors is the contractual

•  N o t e s  t o  C o n s o l i d a t e d  F i n a n c i a l  S t a t e m e n t s  •



amount of the financial instruments. The company uses the same
c redit policies in making commitments and conditional obligations as
it does for on-balance-sheet instruments. Collateral or other security
is generally re q u i red to support financial instruments with off-balance-
sheet credit risk.

At December 31, 1997 the company had $212 million in
receivables subject to recourse provisions with TDF (Refer to Note 3).

Note 15 • Business Segment Information

G e o g r aphic Segments

North Other and Major Home
(millions of dollars) America Europe Eliminations Appliances

Net sales
1 9 9 7 $ 5 , 3 8 2 $ 2 , 4 3 1 $ 8 0 4 $ 8 , 6 1 7
1 9 9 6 $ 5 , 4 4 1 $ 2 , 5 9 2 $ 4 9 0 $ 8 , 5 2 3
1 9 9 5 $ 5 , 0 9 3 $ 2 , 5 0 2 $ 5 6 8 $ 8 , 1 6 3

Operating profit (loss)
1 9 9 7 $ 3 4 7 $ ( 1 4 5 ) $ ( 1 9 1 ) $ 1 1
1 9 9 6 $ 3 8 0 $ ( 1 7 ) $ ( 8 5 ) $ 2 7 8
1 9 9 5 $ 3 1 4 $ 9 0 $ ( 3 8 ) $ 3 6 6

Identifiable assets
1 9 9 7 $ 2 , 0 8 4 $ 1 , 6 2 4 $ 3 , 9 8 4 $ 7 , 6 9 2
1 9 9 6 $ 2 , 0 8 0 $ 1 , 9 5 1 $ 2 , 1 3 5 $ 6 , 1 6 6
1 9 9 5 $ 2 , 1 7 1 $ 2 , 0 8 4 $ 1 , 9 1 3 $ 6 , 1 6 8

D e p reciation expense
1 9 9 7 $ 1 7 1 $ 1 1 0 $ 1 8 $ 2 9 9
1 9 9 6 $ 1 6 4 $ 1 0 7 $ 2 0 $ 2 9 1
1 9 9 5 $ 1 4 0 $ 1 0 5 $ 8 $ 2 5 3

Net capital expenditure s
1 9 9 7 $ 1 4 0 $ 8 4 $ 1 5 1 $ 3 7 5
1 9 9 6 $ 1 6 0 $ 1 0 3 $ 7 0 $ 3 3 3
1 9 9 5 $ 2 6 2 $ 1 8 6 $ 2 9 $ 4 7 7

The “Other and Eliminations” column includes $1,714 million in 1997
for Brazilian identifiable assets.

Identifiable assets are those assets dire c t ly associated with the
re s p e c t i ve operating activities. Corporate assets which consist
p r i n c i p a l ly of cash, i nve s t m e n t s , p repaid expenses, i n t a n g i b l e s , d e fe rre d
income taxes and pro p e rty and equipment related to corporate
activities are included as other.

S u b s t a n t i a l ly all of the company ’s trade receivables are fro m
distributors and re t a i l e r s .

Sales activity with Sears, Roebuck and Co. , a North A m e r i c a n
major home appliance re t a i l e r, re p resented 20%, 21% and 20% of
consolidated net sales in 1997, 1996 and 1995. Related re c e i v a b l e s
we re 16%, 25% and 14% of consolidated trade receivables fo r
December 31, 1 9 9 7 , 1996 and 1995.



Note 16 • Q u a rterly Results of Operations (Unaudited)*

Three Months Ended

(millions of dollars, except per share data) December 31 September 30 June 30 March 31

1 9 9 7 :
Net sales $ 2 , 5 1 0 $ 2 , 0 4 3 $ 2 , 0 7 4 $ 1 , 9 9 0

Cost of products sold $ 1 , 8 8 7 $ 1 , 5 9 3 $ 1 , 5 8 8 $ 1 , 5 3 6

Earnings (loss) fro m
c o n t i nuing operations $ 5 0 $ ( 2 0 0 ) $ 6 1 $ 4 3

Net earnings (loss) $ 9 2 $ ( 2 1 8 ) $ 6 5 $ 4 6

Per share of common stock:

Basic earnings (loss) fro m
c o n t i nuing operations $ . 6 7 $ ( 2 . 6 8 ) $ . 8 2 $ . 5 7

Basic net earnings (loss) $ 1 . 2 4 $ ( 2 . 9 3 ) $ . 8 7 $ . 6 2

Diluted earnings (loss) fro m
c o n t i nuing operations $ . 6 6 $ ( 2 . 6 8 ) $ . 8 1 $ . 5 7

Diluted net earnings (loss) $ 1 . 2 2 $ ( 2 . 9 3 ) $ . 8 6 $ . 6 2

Dividends paid $ . 3 4 $ . 3 4 $ . 3 4 $ . 3 4

Stock price:
H i g h $ 6 6 1 5/1 6 $ 6 9 1/2 $ 5 5 1/4 $ 5 2 1/2

L ow $ 5 1 7/8 $ 4 8 $ 4 5 1/4 $ 4 6
C l o s e $ 5 5 $ 6 6 5/1 6 $ 5 4 9/1 6 $ 4 7 5/8

Restructuring and other special charges described in Note 10 re d u c e d
t h i rd and fo u rth quarter earnings from continuing operations by $258
million and $14 million, re s p e c t i ve ly. D i s c o n t i nued operations include
a third quarter after-tax charge of $22 million to provide a re s e rve fo r
c e rtain WFC assets and a $42 million after-tax gain in the fo u rt h
q u a rter for the sale of WFC assets (Refer to Note 3).

Fo u rth quarter 1997 included two months of consolidated Brazilian
re s u l t s , $5 million relating to the elimination of the Brazil one-month
lag in re p o rting equity earnings and $8 million related to the pension
settlement gain (Refer to Note 12).

Three Months Ended

(millions of dollars, except per share data) December 31 September 30 June 30 March 31

1 9 9 6 :
Net sales $ 2 , 1 2 6 $ 2 , 1 5 5 $ 2 , 2 2 9 $ 2 , 0 1 3

Cost of products sold $ 1 , 6 4 4 $ 1 , 6 7 9 $ 1 , 7 3 7 $ 1 , 5 6 3

Earnings fro m
c o n t i nuing operations $ 4 0 $ 1 9 $ 4 8 $ 3 4

Net earnings $ 4 5 $ 2 1 $ 5 2 $ 3 8

Per share of common stock:

Basic earnings fro m
c o n t i nuing operations $ . 5 4 $ . 2 6 $ . 6 4 $ . 4 6

Basic net earnings $ . 6 0 $ . 2 8 $ . 7 1 $ . 5 1

Diluted earnings fro m
c o n t i nuing operations $ . 5 3 $ . 2 6 $ . 6 3 $ . 4 6

Diluted net earnings $ . 5 9 $ . 2 8 $ . 7 0 $ . 5 1

Dividends paid $ . 3 4 $ . 3 4 $ . 3 4 $ . 3 4

Stock price:
H i g h $ 5 0 7/8 $ 5 3 1/8 $ 6 1 3/8 $ 5 9 1/2

L ow $ 4 4 1/4 $ 4 7 7/8 $ 4 8 $ 5 0 1/8

C l o s e $ 4 6 5/8 $ 5 0 5/8 $ 4 9 5/8 $ 5 5 1/4

Restructuring initiatives described in Note 10 reduced third quart e r
net earnings by $19 million or $.25 per diluted share.

* The 1996 and fi rst three quart e rs of 1997 earnings per share amounts have been restated to
reflect WFC as a discontinued opera t i o n , and to comply with Statement of Financial A c c o u n t i n g
S t a n d a rds No. 1 2 8 , “Earnings Per Share.” As a result of the company’s 1997 full year net loss ,
diluted earnings per share on a year-to-date basis does not equal the sum of the individual
q u a rt e rs ’ diluted earnings per share.
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The Stockholders and Board of Dire c t o r s
Whirlpool Corporation
Benton Harbor, M i c h i g a n

We have audited the accompanying consolidated balance sheets of
Whirlpool Corporation as of December 31, 1997 and 1996, and the
related consolidated statements of earnings and cash flows for each of
the three years in the period ended December 31, 1 9 9 7 . These financial
statements are the responsibility of the Company ’s management. O u r
responsibility is to express an opinion on these financial statements
based on our audits. We did not audit the financial statements of
Brasmotor S.A. and its consolidated subsidiaries, whose statements
reflect total assets of $2,200 million and $2,100 as of December 31,
1997 and 1996, re s p e c t i ve ly and net earnings of $41 million and $120
million for the years ended December 31, 1997 and 1996, re s p e c t i ve ly.
Those statements we re audited by other auditors whose re p o rts have
been furnished to us, and our opinion, insofar as it relates to data
included for Brasmotor S.A. and its consolidated subsidiaries, is based
s o l e ly on the re p o rts of the other auditors.

We conducted our audits in accordance with generally
accepted auditing standard s . Those standards re q u i re that we plan and
p e r form the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement
p re s e n t a t i o n . We believe our audits and the re p o rts of the other
auditors provide a reasonable basis for our opinion.

In our opinion, based on our audits and the re p o rts of the
other auditors, the financial statements re fe rred to above pre s e n t
f a i r ly, in all material re s p e c t s , the consolidated financial position of
Whirlpool Corporation at December 31, 1997 and 1996, and the
consolidated results of its operations and its cash flows for each of the
t h ree years in the period ended December 31, 1 9 9 7 , in confo r m i t y
with generally accepted accounting principles.

C h i c a go, I l l i n o i s
J a nu a ry 26, 1 9 9 8

The management of Whirlpool Corporation has pre p a red the
a c c o m p a nying financial statements. The financial statements have been
audited by Ernst & Yo u n g , independent auditors, whose re p o rt , b a s e d
upon their audits and the re p o rts of other independent auditors,
e x p resses the opinion that these financial statements present fairly the
consolidated financial position, results of operations and cash flows of
Whirlpool and subsidiaries in accordance with generally accepted
accounting principles. Their audits are conducted in conformity with
g e n e r a l ly accepted auditing standard s .

The financial statements we re pre p a red from the company ’s
accounting re c o rd s , books and accounts which, in reasonable detail,
a c c u r a t e ly and fairly reflect all material transactions. The company
maintains a system of internal controls designed to provide re a s o n a b l e
assurance that the company ’s accounting re c o rd s , books and accounts
a re accurate and that transactions are pro p e r ly re c o rded in the
c o m p a ny ’s books and re c o rd s , and the company ’s assets are
maintained and accounted fo r, in accordance with management’s
a u t h o r i z a t i o n s . The company ’s accounting re c o rd s , policies and
internal controls are re g u l a r ly rev i ewed by an internal audit staff.

The audit committee of the board of directors of the
c o m p a ny, which is composed of four directors who are not employe d
by the company, considers and makes recommendations to the board
of directors as to accounting and auditing matters concerning the
c o m p a ny, including recommending for appointment by the board the
firm of independent auditors engaged on an annual basis to audit the
financial statements of Whirlpool and its majority-owned subsidiaries.
The audit committee meets with the independent auditors at least
t h ree times each year to rev i ew the scope of the audit, the results of
the audit and such recommendations as may be made by said auditors
with respect to the company ’s accounting methods and system of
internal contro l s .

Ralph F. H a ke
Senior Exe c u t i ve Vice President and Chief Financial Officer
Fe b r u a ry 10, 1 9 9 8

R e p o r t  o f  E r n s t  & Yo u n g  L L P,
I n d e p e n d e n t  A u d i t o r s

R e p o r t  b y  M a n a g e m e n t  o n  t h e
C o n s o l i d a t e d  F i n a n c i a l  S t a t e m e n t s



(millions of dollars, except share and employee data) 1997 1996 1995 1994 1993 1992 1991 1990 1989 1988 1987

Consolidated Operations
Net sales $ 8,617 $ 8,523 $ 8,163 $7,949 $ 7,368 $ 7,097 $6,550 $ 6,424

Operating profit (1) $ 11 $ 278 $ 366 $ 370 $ 504 $ 447 $ 353 $ 300
Earnings (loss) from continuing operations

before income taxes and other items $ (171) $ 100 $ 214 $ 269 $ 418 $ 334 $ 256 $ 177
Earnings (loss) from continuing operations $ (46) $ 141 $ 195 $ 147 $ 257 $ 179 $ 139 $ 45
Earnings (loss) from discontinued

operations (2) $ 31 $ 15 $ 14 $ 11 $ (28) $ 26 $ 31 $ 27
Net earnings (loss) (3) $ (15) $ 156 $ 209 $ 158 $ 51 $ 205 $ 170 $ 72

Net capital expenditures $ 378 $ 336 $ 483 $ 418 $ 309 $ 288 $ 287 $ 265
Depreciation $ 322 $ 318 $ 282 $ 246 $ 241 $ 275 $ 233 $ 247
Dividends $ 102 $ 101 $ 100 $ 90 $ 85 $ 77 $ 76 $ 76

Consolidated Financial Position
Current assets $ 4,281 $ 3,812 $ 3,541 $3,078 $ 2,708 $ 2,740 $2,920 $ 2,900
Current liabilities $ 3,676 $ 4,022 $ 3,829 $2,988 $ 2,763 $ 2,887 $2,931 $ 2,651
Working capital $ 605 $ (210) $ (288) $ 90 $ (55) $ (147) $ (11) $ 249
Property, plant and 

equipment–net $ 2,375 $ 1,798 $ 1,779 $1,440 $ 1,319 $ 1,325 $1,400 $ 1,349
Total assets $ 8,270 $ 8,015 $ 7,800 $6,655 $ 6,047 $ 6,118 $6,445 $ 5,614
Long-term debt $ 1,074 $ 955 $ 983 $ 885 $ 840 $ 1,215 $1,528 $ 874
Stockholders’ equity $ 1,771 $ 1,926 $ 1,877 $1,723 $ 1,648 $ 1,600 $1,515 $ 1,424

Per Share Data
Basic earnings (loss) from continuing

operations before accounting change $ (0.62) $ 1.90 $ 2.64 $ 1.98 $ 3.60 $ 2.55 $ 2.00 $ 0.65
Diluted earnings (loss) from continuing

operations before accounting change $ (0.62) $ 1.88 $ 2.60 $ 1.95 $ 3.47 $ 2.46 $ 1.98 $ 0.65
Diluted net earnings (loss) (3) $ (0.20) $ 2.08 $ 2.78 $ 2.10 $ 0.71 $ 2.81 $ 2.41 $ 1.04
Dividends $ 1.36 $ 1.36 $ 1.36 $ 1.22 $ 1.19 $ 1.10 $ 1.10 $ 1.10
Book value $ 23.71 $ 25.93 $ 25.40 $ 23.21 $ 23.17 $ 22.91 $ 21.78 $ 20.51
Closing Stock Price – NYSE $ 55 $ 46 5⁄8 $ 53 1⁄4 $ 50 1⁄4 $ 66 1⁄2 $ 44 5⁄8 $ 38 7⁄8 $ 23 1⁄2

$ 6,138 $ 4,306 $ 4,104

$ 377 $ 227 $ 283

$ 281 $ 210 $ 265
$ 169 $ 146 $ 173

$ 18 $ (52) $ 8
$ 187 $ 94 $ 192

$ 208 $ 166 $ 223
$ 222 $ 143 $ 133
$ 76 $ 76 $ 79 

$ 2,889 $ 1,827 $ 1,690
$ 2,251 $ 1,374 $ 1,246
$ 638 $ 453 $ 444

$ 1,288 $ 820 $ 779
$ 5,354 $ 3,410 $ 3,137
$ 982 $ 474 $ 367
$ 1,421 $ 1,321 $ 1,304

$ 2.44 $ 2.11 $ 2.41

$ 2.44 $ 2.10 $ 2.41
$ 2.70 $ 1.36 $ 2.67
$ 1.10 $ 1.10 $ 1.10
$ 20.49 $ 19.06 $ 18.83
$ 33 $ 24 3⁄4 $ 24 3⁄8
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ap p roved by the incumbent board of dire c t o r s , including an acquisition
of 25% or more of the voting power of the company ’s outstanding
stock or a change in a majority of the incumbent board .

C e rtain European subsidiaries maintain termination indemnity and
special severance plans. The cost of these plans, determined in
a c c o rdance with local government specifications, was $15 million and
$12 million in 1996 and 1995. The costs in 1997 we re immaterial due
to a lower termination rate than prior ye a r s .

The company maintains a 401(k) defined contribution plan
c overing substantially all U. S . e m p l oye e s . C o m p a ny matching
contributions for domestic hourly and certain other employees under
the plan, based on the company ’s annual operating results and the leve l
of individual part i c i p a n t ’s contributions, amounted to $6 million, $ 7
million and $5 million in 1997, 1996 and 1995.

Note 13 • P o s t re t i rement Benefit Plans

The company curre n t ly sponsors a defined benefit health-care plan
that provides postre t i rement medical benefits to full time U. S .
e m p l oyees who have wo r ked 5 years and attained age 55 while in
s e rvice with the company. The plan is curre n t ly noncontributory and
contains cost-sharing fe a t u res such as deductibles, coinsurance and a
l i fetime maximu m . The company does not fund the plan. N o
significant postre t i rement benefits are provided by the company to
n o n - U. S . e m p l oye e s .

The components of the annual postre t i rement benefit costs are as
fo l l ow s :

December 31 (millions of dollars) 1997 1996 1995

S e rvice cost $ 1 0 $ 1 1 $ 1 0
I n t e rest cost 2 9 2 8 2 6

$ 3 9 $ 3 9 $ 3 6

The components of the postre t i rement obligation are as fo l l ow s :

December 31 (millions of dollars) 1997 1996

A c c u mulated postre t i rement benefit obligation
R e t i re e s $ 2 0 0 $ 1 8 1
F u l ly eligible active part i c i p a n t s 7 8 8 7
Other active plan part i c i p a n t s 1 1 0 1 1 4

To t a l 3 8 8 3 8 2

U n recognized gain (loss) 1 4 ( 1 )

Po s t re t i r ement ob l i g a t i o n $ 4 0 2 $ 3 8 1

The assumed health-care trend rate decreases gradually from 8% in
1997 to 7% in 1998 and 1999 and finally to 6% in 2000 and future
ye a r s . I n c reasing the health-care trend rate by one percentage point
would increase the accumulated postre t i rement benefit obligation as
of December 31, 1997 by $28 million and increase the annu a l
p o s t re t i rement benefit cost for 1997 by $3 million. Discount rates of
7.75% and 8.0% we re used to determine the accumu l a t e d
p o s t re t i rement benefit obligation at December 31, 1997 and 1996.

Note 14 • C o n t i n g e n c i e s

The company is invo l ved in various legal actions arising in the normal
course of business. M a n a g e m e n t , after taking into consideration legal
c o u n s e l ’s evaluation of such actions, is of the opinion that the outcome
of these matters will not have a material adverse effect on the
c o m p a ny ’s financial position.

The company is a party to certain financial instruments with off-
balance-sheet risk which are entered into in the normal course of
b u s i n e s s . These instruments consist of financial guarantees, re p u rc h a s e
a g reements and letters of cre d i t . The company ’s exposure to cre d i t
loss in the event of nonperformance by the debtors is the contractual
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amount of the financial instruments. The company uses the same
c redit policies in making commitments and conditional obligations as
it does for on-balance-sheet instruments. Collateral or other security
is generally re q u i red to support financial instruments with off-balance-
sheet credit risk.

At December 31, 1997 the company had $212 million in
receivables subject to recourse provisions with TDF (Refer to Note 3).

Note 15 • Business Segment Information

G e o g r aphic Segments

North Other and Major Home
(millions of dollars) America Europe Eliminations Appliances

Net sales
1 9 9 7 $ 5 , 3 8 2 $ 2 , 4 3 1 $ 8 0 4 $ 8 , 6 1 7
1 9 9 6 $ 5 , 4 4 1 $ 2 , 5 9 2 $ 4 9 0 $ 8 , 5 2 3
1 9 9 5 $ 5 , 0 9 3 $ 2 , 5 0 2 $ 5 6 8 $ 8 , 1 6 3

Operating profit (loss)
1 9 9 7 $ 3 4 7 $ ( 1 4 5 ) $ ( 1 9 1 ) $ 1 1
1 9 9 6 $ 3 8 0 $ ( 1 7 ) $ ( 8 5 ) $ 2 7 8
1 9 9 5 $ 3 1 4 $ 9 0 $ ( 3 8 ) $ 3 6 6

Identifiable assets
1 9 9 7 $ 2 , 0 8 4 $ 1 , 6 2 4 $ 3 , 9 8 4 $ 7 , 6 9 2
1 9 9 6 $ 2 , 0 8 0 $ 1 , 9 5 1 $ 2 , 1 3 5 $ 6 , 1 6 6
1 9 9 5 $ 2 , 1 7 1 $ 2 , 0 8 4 $ 1 , 9 1 3 $ 6 , 1 6 8

D e p reciation expense
1 9 9 7 $ 1 7 1 $ 1 1 0 $ 1 8 $ 2 9 9
1 9 9 6 $ 1 6 4 $ 1 0 7 $ 2 0 $ 2 9 1
1 9 9 5 $ 1 4 0 $ 1 0 5 $ 8 $ 2 5 3

Net capital expenditure s
1 9 9 7 $ 1 4 0 $ 8 4 $ 1 5 1 $ 3 7 5
1 9 9 6 $ 1 6 0 $ 1 0 3 $ 7 0 $ 3 3 3
1 9 9 5 $ 2 6 2 $ 1 8 6 $ 2 9 $ 4 7 7

The “Other and Eliminations” column includes $1,714 million in 1997
for Brazilian identifiable assets.

Identifiable assets are those assets dire c t ly associated with the
re s p e c t i ve operating activities. Corporate assets which consist
p r i n c i p a l ly of cash, i nve s t m e n t s , p repaid expenses, i n t a n g i b l e s , d e fe rre d
income taxes and pro p e rty and equipment related to corporate
activities are included as other.

S u b s t a n t i a l ly all of the company ’s trade receivables are fro m
distributors and re t a i l e r s .

Sales activity with Sears, Roebuck and Co. , a North A m e r i c a n
major home appliance re t a i l e r, re p resented 20%, 21% and 20% of
consolidated net sales in 1997, 1996 and 1995. Related re c e i v a b l e s
we re 16%, 25% and 14% of consolidated trade receivables fo r
December 31, 1 9 9 7 , 1996 and 1995.



Note 16 • Q u a rterly Results of Operations (Unaudited)*

Three Months Ended

(millions of dollars, except per share data) December 31 September 30 June 30 March 31

1 9 9 7 :
Net sales $ 2 , 5 1 0 $ 2 , 0 4 3 $ 2 , 0 7 4 $ 1 , 9 9 0

Cost of products sold $ 1 , 8 8 7 $ 1 , 5 9 3 $ 1 , 5 8 8 $ 1 , 5 3 6

Earnings (loss) fro m
c o n t i nuing operations $ 5 0 $ ( 2 0 0 ) $ 6 1 $ 4 3

Net earnings (loss) $ 9 2 $ ( 2 1 8 ) $ 6 5 $ 4 6

Per share of common stock:

Basic earnings (loss) fro m
c o n t i nuing operations $ . 6 7 $ ( 2 . 6 8 ) $ . 8 2 $ . 5 7

Basic net earnings (loss) $ 1 . 2 4 $ ( 2 . 9 3 ) $ . 8 7 $ . 6 2

Diluted earnings (loss) fro m
c o n t i nuing operations $ . 6 6 $ ( 2 . 6 8 ) $ . 8 1 $ . 5 7

Diluted net earnings (loss) $ 1 . 2 2 $ ( 2 . 9 3 ) $ . 8 6 $ . 6 2

Dividends paid $ . 3 4 $ . 3 4 $ . 3 4 $ . 3 4

Stock price:
H i g h $ 6 6 1 5/1 6 $ 6 9 1/2 $ 5 5 1/4 $ 5 2 1/2

L ow $ 5 1 7/8 $ 4 8 $ 4 5 1/4 $ 4 6
C l o s e $ 5 5 $ 6 6 5/1 6 $ 5 4 9/1 6 $ 4 7 5/8

Restructuring and other special charges described in Note 10 re d u c e d
t h i rd and fo u rth quarter earnings from continuing operations by $258
million and $14 million, re s p e c t i ve ly. D i s c o n t i nued operations include
a third quarter after-tax charge of $22 million to provide a re s e rve fo r
c e rtain WFC assets and a $42 million after-tax gain in the fo u rt h
q u a rter for the sale of WFC assets (Refer to Note 3).

Fo u rth quarter 1997 included two months of consolidated Brazilian
re s u l t s , $5 million relating to the elimination of the Brazil one-month
lag in re p o rting equity earnings and $8 million related to the pension
settlement gain (Refer to Note 12).

Three Months Ended

(millions of dollars, except per share data) December 31 September 30 June 30 March 31

1 9 9 6 :
Net sales $ 2 , 1 2 6 $ 2 , 1 5 5 $ 2 , 2 2 9 $ 2 , 0 1 3

Cost of products sold $ 1 , 6 4 4 $ 1 , 6 7 9 $ 1 , 7 3 7 $ 1 , 5 6 3

Earnings fro m
c o n t i nuing operations $ 4 0 $ 1 9 $ 4 8 $ 3 4

Net earnings $ 4 5 $ 2 1 $ 5 2 $ 3 8

Per share of common stock:

Basic earnings fro m
c o n t i nuing operations $ . 5 4 $ . 2 6 $ . 6 4 $ . 4 6

Basic net earnings $ . 6 0 $ . 2 8 $ . 7 1 $ . 5 1

Diluted earnings fro m
c o n t i nuing operations $ . 5 3 $ . 2 6 $ . 6 3 $ . 4 6

Diluted net earnings $ . 5 9 $ . 2 8 $ . 7 0 $ . 5 1

Dividends paid $ . 3 4 $ . 3 4 $ . 3 4 $ . 3 4

Stock price:
H i g h $ 5 0 7/8 $ 5 3 1/8 $ 6 1 3/8 $ 5 9 1/2

L ow $ 4 4 1/4 $ 4 7 7/8 $ 4 8 $ 5 0 1/8

C l o s e $ 4 6 5/8 $ 5 0 5/8 $ 4 9 5/8 $ 5 5 1/4

Restructuring initiatives described in Note 10 reduced third quart e r
net earnings by $19 million or $.25 per diluted share.

* The 1996 and fi rst three quart e rs of 1997 earnings per share amounts have been restated to
reflect WFC as a discontinued opera t i o n , and to comply with Statement of Financial A c c o u n t i n g
S t a n d a rds No. 1 2 8 , “Earnings Per Share.” As a result of the company’s 1997 full year net loss ,
diluted earnings per share on a year-to-date basis does not equal the sum of the individual
q u a rt e rs ’ diluted earnings per share.
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The Stockholders and Board of Dire c t o r s
Whirlpool Corporation
Benton Harbor, M i c h i g a n

We have audited the accompanying consolidated balance sheets of
Whirlpool Corporation as of December 31, 1997 and 1996, and the
related consolidated statements of earnings and cash flows for each of
the three years in the period ended December 31, 1 9 9 7 . These financial
statements are the responsibility of the Company ’s management. O u r
responsibility is to express an opinion on these financial statements
based on our audits. We did not audit the financial statements of
Brasmotor S.A. and its consolidated subsidiaries, whose statements
reflect total assets of $2,200 million and $2,100 as of December 31,
1997 and 1996, re s p e c t i ve ly and net earnings of $41 million and $120
million for the years ended December 31, 1997 and 1996, re s p e c t i ve ly.
Those statements we re audited by other auditors whose re p o rts have
been furnished to us, and our opinion, insofar as it relates to data
included for Brasmotor S.A. and its consolidated subsidiaries, is based
s o l e ly on the re p o rts of the other auditors.

We conducted our audits in accordance with generally
accepted auditing standard s . Those standards re q u i re that we plan and
p e r form the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement
p re s e n t a t i o n . We believe our audits and the re p o rts of the other
auditors provide a reasonable basis for our opinion.

In our opinion, based on our audits and the re p o rts of the
other auditors, the financial statements re fe rred to above pre s e n t
f a i r ly, in all material re s p e c t s , the consolidated financial position of
Whirlpool Corporation at December 31, 1997 and 1996, and the
consolidated results of its operations and its cash flows for each of the
t h ree years in the period ended December 31, 1 9 9 7 , in confo r m i t y
with generally accepted accounting principles.

C h i c a go, I l l i n o i s
J a nu a ry 26, 1 9 9 8

The management of Whirlpool Corporation has pre p a red the
a c c o m p a nying financial statements. The financial statements have been
audited by Ernst & Yo u n g , independent auditors, whose re p o rt , b a s e d
upon their audits and the re p o rts of other independent auditors,
e x p resses the opinion that these financial statements present fairly the
consolidated financial position, results of operations and cash flows of
Whirlpool and subsidiaries in accordance with generally accepted
accounting principles. Their audits are conducted in conformity with
g e n e r a l ly accepted auditing standard s .

The financial statements we re pre p a red from the company ’s
accounting re c o rd s , books and accounts which, in reasonable detail,
a c c u r a t e ly and fairly reflect all material transactions. The company
maintains a system of internal controls designed to provide re a s o n a b l e
assurance that the company ’s accounting re c o rd s , books and accounts
a re accurate and that transactions are pro p e r ly re c o rded in the
c o m p a ny ’s books and re c o rd s , and the company ’s assets are
maintained and accounted fo r, in accordance with management’s
a u t h o r i z a t i o n s . The company ’s accounting re c o rd s , policies and
internal controls are re g u l a r ly rev i ewed by an internal audit staff.

The audit committee of the board of directors of the
c o m p a ny, which is composed of four directors who are not employe d
by the company, considers and makes recommendations to the board
of directors as to accounting and auditing matters concerning the
c o m p a ny, including recommending for appointment by the board the
firm of independent auditors engaged on an annual basis to audit the
financial statements of Whirlpool and its majority-owned subsidiaries.
The audit committee meets with the independent auditors at least
t h ree times each year to rev i ew the scope of the audit, the results of
the audit and such recommendations as may be made by said auditors
with respect to the company ’s accounting methods and system of
internal contro l s .

Ralph F. H a ke
Senior Exe c u t i ve Vice President and Chief Financial Officer
Fe b r u a ry 10, 1 9 9 8

R e p o r t  o f  E r n s t  & Yo u n g  L L P,
I n d e p e n d e n t  A u d i t o r s

R e p o r t  b y  M a n a g e m e n t  o n  t h e
C o n s o l i d a t e d  F i n a n c i a l  S t a t e m e n t s



(millions of dollars, except share and employee data) 1997 1996 1995 1994 1993 1992 1991 1990 1989 1988 1987

Consolidated Operations
Net sales $ 8,617 $ 8,523 $ 8,163 $7,949 $ 7,368 $ 7,097 $6,550 $ 6,424

Operating profit (1) $ 11 $ 278 $ 366 $ 370 $ 504 $ 447 $ 353 $ 300
Earnings (loss) from continuing operations

before income taxes and other items $ (171) $ 100 $ 214 $ 269 $ 418 $ 334 $ 256 $ 177
Earnings (loss) from continuing operations $ (46) $ 141 $ 195 $ 147 $ 257 $ 179 $ 139 $ 45
Earnings (loss) from discontinued

operations (2) $ 31 $ 15 $ 14 $ 11 $ (28) $ 26 $ 31 $ 27
Net earnings (loss) (3) $ (15) $ 156 $ 209 $ 158 $ 51 $ 205 $ 170 $ 72

Net capital expenditures $ 378 $ 336 $ 483 $ 418 $ 309 $ 288 $ 287 $ 265
Depreciation $ 322 $ 318 $ 282 $ 246 $ 241 $ 275 $ 233 $ 247
Dividends $ 102 $ 101 $ 100 $ 90 $ 85 $ 77 $ 76 $ 76

Consolidated Financial Position
Current assets $ 4,281 $ 3,812 $ 3,541 $3,078 $ 2,708 $ 2,740 $2,920 $ 2,900
Current liabilities $ 3,676 $ 4,022 $ 3,829 $2,988 $ 2,763 $ 2,887 $2,931 $ 2,651
Working capital $ 605 $ (210) $ (288) $ 90 $ (55) $ (147) $ (11) $ 249
Property, plant and 

equipment–net $ 2,375 $ 1,798 $ 1,779 $1,440 $ 1,319 $ 1,325 $1,400 $ 1,349
Total assets $ 8,270 $ 8,015 $ 7,800 $6,655 $ 6,047 $ 6,118 $6,445 $ 5,614
Long-term debt $ 1,074 $ 955 $ 983 $ 885 $ 840 $ 1,215 $1,528 $ 874
Stockholders’ equity $ 1,771 $ 1,926 $ 1,877 $1,723 $ 1,648 $ 1,600 $1,515 $ 1,424

Per Share Data
Basic earnings (loss) from continuing

operations before accounting change $ (0.62) $ 1.90 $ 2.64 $ 1.98 $ 3.60 $ 2.55 $ 2.00 $ 0.65
Diluted earnings (loss) from continuing

operations before accounting change $ (0.62) $ 1.88 $ 2.60 $ 1.95 $ 3.47 $ 2.46 $ 1.98 $ 0.65
Diluted net earnings (loss) (3) $ (0.20) $ 2.08 $ 2.78 $ 2.10 $ 0.71 $ 2.81 $ 2.41 $ 1.04
Dividends $ 1.36 $ 1.36 $ 1.36 $ 1.22 $ 1.19 $ 1.10 $ 1.10 $ 1.10
Book value $ 23.71 $ 25.93 $ 25.40 $ 23.21 $ 23.17 $ 22.91 $ 21.78 $ 20.51
Closing Stock Price – NYSE $ 55 $ 46 5⁄8 $ 53 1⁄4 $ 50 1⁄4 $ 66 1⁄2 $ 44 5⁄8 $ 38 7⁄8 $ 23 1⁄2

$ 6,138 $ 4,306 $ 4,104

$ 377 $ 227 $ 283

$ 281 $ 210 $ 265
$ 169 $ 146 $ 173

$ 18 $ (52) $ 8
$ 187 $ 94 $ 192

$ 208 $ 166 $ 223
$ 222 $ 143 $ 133
$ 76 $ 76 $ 79 

$ 2,889 $ 1,827 $ 1,690
$ 2,251 $ 1,374 $ 1,246
$ 638 $ 453 $ 444

$ 1,288 $ 820 $ 779
$ 5,354 $ 3,410 $ 3,137
$ 982 $ 474 $ 367
$ 1,421 $ 1,321 $ 1,304

$ 2.44 $ 2.11 $ 2.41

$ 2.44 $ 2.10 $ 2.41
$ 2.70 $ 1.36 $ 2.67
$ 1.10 $ 1.10 $ 1.10
$ 20.49 $ 19.06 $ 18.83
$ 33 $ 24 3⁄4 $ 24 3⁄8

•  E l e v e n - Y e a r  C o n s o l i d a t e d  S t a t i s t i c a l  R e v i e w  •



Key Ratios (4)
Operating profit margin 0.1 % 3.3 % 4.5 % 4.7 % 6.8 % 6.3 % 5.4 % 4.7 % 6.1 %
Pre-tax margin (5) (2.0)% 1.2 % 2.6 % 3.4 % 5.7 % 4.7 % 3.9 % 2.8 % 4.6 %
Net margin (6) (0.5)% 1.7 % 2.4 % 1.8 % 3.5 % 2.5 % 2.1 % 0.7 % 2.8 %
Return on average stockholders’ equity (7) (0.8)% 8.2 % 11.6 % 9.4 % 14.2 % 13.1 % 11.6 % 5.1 % 13.7 %
Return on average total assets (8) (0.7)% 1.8 % 3.0 % 2.8 % 4.0 % 3.3 % 2.9 % 1.4 % 4.9 %
Current assets to current liabilities 1.2 0.9 0.9 1.0 1.0 0.9 1.0 1.1 1.3
Total debt-appliance business

as a percent of invested capital (9) 38.5 % 42.6 % 43.3 % 34.4 % 31.6 % 41.7 % 46.1 % 37.6 % 39.2 %
Price earnings ratio – 22.4 19.2 23.9 21.2 15.9 16.1 22.6 12.2
Interest coverage (10) 0.7 2.4 3.1 4.0 5.0 3.4 2.9 2.0 3.6

Other Data
Number of common shares

outstanding (in thousands):
Average-on a diluted basis 74,697 77,178 76,812 77,588 76,013 75,661 72,581 69,595 69,461
Year-end 75,262 74,415 74,081 73,845 73,068 70,027 69,640 69,465 69,382

Number of stockholders (year-end) 10,171 11,033 11,686 11,821 11,438 11,724 12,032 12,542 12,454
Number of employees (year-end) 61,370 48,163 45,435 39,016 39,590 38,520 37,886 36,157 39,411
Total return to shareholders

(five year annualized) (11) 6.8% 6.3% 20.8% 12.0% 25.8% 17.0% 6.7% 2.8% 11.3%

(1) Restructuring and special operating charges were $405 million in 1997,$30 million in 1996 and $250 million in 1994 (Refer to Note 10).
(2) The Company’s financial services business was discontinued in 1997 and the kitchen cabinet business was discontinued in 1988.
(3) Includes cumulative effect of accounting changes:1993 – Accounting for postretirement benefits other than pensions of ($180) million or ($2.42) per diluted

share and 1987 – Accounting for income taxes of $11 million or $0.15 per diluted share.
(4) Excluding non-recurring items, selected 1997 Key Ratios would be as follows: a) Operating profit margin – 4.7%, b) Pre-tax margin – 2.7%,

c) Net margin – 2.6%,d) Return on average stockholders’ equity – 12%, e) Return on average total assets – 2.7%,f) Interest coverage – 3.0%.
(5) Earnings from continuing operations before income taxes and other items, as a percent of sales.
(6) Earnings from continuing operations before accounting change, as a percent of sales.
(7) Net earnings before accounting change, divided by average stockholders’ equity.
(8) Net earnings before accounting change, plus minority interest divided by average total assets.
(9) Debt less cash and equivalents divided by debt,stockholders’ equity and minority interests less cash and equivalents.

(10) Ratio of earnings from continuing operations (before income taxes, accounting change and interest expense) to interest expense.
(11) Stock appreciation plus reinvested dividends.

(millions of dollars, except share and employee data) 1997 1996 1995 1994 1993 1992 1991 1990 1989 1988 1987

5.3 % 6.9 %
4.9 % 6.5 %
3.4 % 4.2 %
7.2 % 13.6 %
2.9 % 6.0 %
1.3 1.4

20.5 % 19.3 %
18.2 9.7
6.2 13.6

69,435 71,911
69,289 69,232
12,521 12,128
29,110 30,301

4.4% 6.2%



D i re c t o r s

R o b e r t A . B u r n e t t
Chairman and Chief Exe c u t i ve Officer, R e t i re d , M e redith Corp.
C o m m i t t e e s : C o r p o rate Gov e r n a n c e, Human Resources

Herman Cain
Chairman of the Board , G o d f a t h e r ’s Pizza, I n c. and Chief Exe c u t i ve Officer,
T. H . E . , I n c. and CEO and Pre s i d e n t , National Restaurant A s s o c i a t i o n
C o r p o rate Gov e r n a n c e, F i n a n c e

G a r y T. D i C a m i l l o
Chairman and Chief Exe c u t i ve Officer, Po l o roid Corporation
A u d i t

H . Miguel Etchenique
Chairman of the Board and Chief Exe c u t i ve Officer of Brasmotor S.A.

Allan D. G i l m o u r
Former Vice Chairman, Fo rd Motor Co.
F i n a n c e , Human Resources

Kathleen J. H e m p e l
Former Vice Chairman and Chief Financial Officer, Fo rt How a rd Corp.
( n ow Fo rt James Corp. )
A u d i t , F i n a n c e

Arnold G. L a n g b o
Chairman of the Board and Chief Exe c u t i ve Officer, Kellogg Co.
C o r p o rate Gov e r n a n c e, Human Resources

William D. M a ro h n
Vice Chairman of the Company

Miles L. M a r s h
Chairman and Chief Exe c u t i ve Officer, Fo rt James Corp.
A u d i t , F i n a n c e

Philip L. S m i t h
Former Chairman of the Board , P resident and Chief Exe c u t i ve Officer,
P i l l s b u ry Co.
C o r p o rate Gov e r n a n c e, F i n a n c e

Paul G. S t e r n
P a rt n e r, T h ayer Capital Part n e r s , L . L . P.
A u d i t , F i n a n c e

Janice D. S t o n e y
Former Exe c u t i ve Vice Pre s i d e n t , Total Quality System, US W E S T
C o m munications Group Inc.
A u d i t , Human Resources

D a vid R. W h i t w a m
Chairman of the Board and Chief Exe c u t i ve Officer of the Company

E xe c u t i v e Officers

D a vid R. W h i t w a m
Chairman of the Board
and Chief Exe c u t i ve Officer

William D. M a ro h n
Vice Chairman of the Board

E xecutive Vice Pre s i d e n t s

Ralph F. H a k e
Senior Exe c u t i ve Vice Pre s i d e n t
and Chief Financial Officer

Jeff M. F e t t i g
P re s i d e n t , Whirlpool Euro p e

R o b e r t D. H a l l
P re s i d e n t , Whirlpool A s i a

Ronald L. K e r b e r
Chief Te c h n o l o gy Officer

Paulo F. M . P e r i q u i t o
Latin American Region

Michael D. T h i e n e m a n
N o rth American Region

Senior Officers

Vice Pre s i d e n t s

J . C. A n d e r s o n
G roup Manufacturing and
Te c h n o l o gy, N o rth A m e r i c a

R o y V. A r m e s
Global Pro c u rement Operations

Mark E. B r ow n
C o n t ro l l e r

Ruy de Campos Filho
Finance and A d m i n i s t r a t i o n ,
Multibrás S.A.

G a r rick D’Silva
P resident and Chief Exe c u t i ve
O f f i c e r, Whirlpool South A s i a

E . R . (Ed) Dunn
Human Resources and A s s i s t a n t
S e c re t a ry

Bengt G. E n g s t ro m
M a nufacturing and Te c h n o l o gy,
Whirlpool Euro p e

R i c a r do J. E t c h e n i q u e
S a l e s , Multibrás S.A.

D a n d r i d g e L. H a rr i s o n
Corporate A f f a i r s

Ernesto Heinz e l m a n n
P re s i d e n t , Embraco S.A.

E d w a r d J. F. H e r re l k o
G roup Sales and Marke t i n g ,
Whirlpool Euro p e

Daniel F. H o p p
General Counsel and Secre t a ry

Halvar S.W. J o h a n s s o n
Corporate Te c h n o l o gy and
Engineering Deve l o p m e n t

Kenneth W. K a m i n s k i
Small Appliance Business Unit

G re go r y T. M c M a nu s
G roup Sales and Distribution,
N o rth A m e r i c a

D a vid J. M e h r b ro d t
G roup Marke t i n g , N o rth A m e r i c a

Brian F. P e t e r s
Tre a s u re r

Rudolph S. P r ovo o s t
G roup Marke t i n g ,W h i r l p o o l
E u ro p e

Michael A . To d m a n
Sears Sales and Marke t i n g , N o rt h
A m e r i c a

D a vid W. W i l l i a m s
Global Growth and Brand
D e p l oy m e n t

•  D i r e c t o r s  &  S e n i o r  M a n a g e m e n t  •



Financial Inf o r m a t i o n

Whirlpool Corporation’s annual re p o rt on Form 10-K, a cassette-tap e
re c o rding of the annual re p o rt to shareholders and other financial
i n formation is available free of charge.

If you are not a stockholder of re c o rd – that is, if your W h i r l p o o l
s h a res are re g i s t e red in the name of a bro ke r, bank or other nominee
– you must ask that holder to mail stockholder re p o rts dire c t ly to
yo u . C o m p a ny earnings releases for each quarter – typically issued in
A p r i l , Ju ly, October and Janu a ry – can be obtained by contacting
W h i r l p o o l ’s dire c t o r, i nvestor re l a t i o n s :

Tom Filstrup, Whirlpool Corporation, 2000 N. M - 6 3 , # 3 0 0 1
Benton Harbor, MI 49002-2692

Te l e p h o n e : 6 1 6 / 9 2 3 - 3 1 8 9 , F a x : 6 1 6 / 9 2 3 - 5 0 3 8
E - m a i l : T h o m a s _ C _ F i l s t r u p @ e m a i l . w h i r l p o o l . c o m

Tr a n s f er A ge n t , S h a r eholder Records and Dividend
D i s b u r s e m e n t s

For information about or assistance with individual stock re c o rd s ,
t r a n s a c t i o n s , dividend checks or stock cert i f i c a t e s , c o n t a c t :
First Chicago Trust Company, P. O. B ox 2500
Je r s ey City, NJ 07303-2500
Te l e p h o n e : ( 8 0 0 ) - 4 4 6 - 2 6 1 7 , E - m a i l : f c t c @ e m . f c n b d . c o m
I n t e r n e t : w w w. f c t c. c o m

D i v i d e n d - R e i n vestment Plan

W h i r l p o o l ’s automatic dividend-re i nvestment plan, in which the
c o m p a ny pays both the bro ke r ’s fee and bank charges, is available to
stockholders of re c o rd . P a rticipants may make cash contributions of
up to $250,000 annu a l ly, i nvested monthly, with or without re i nve s t i n g
their dividends. Plan members may elect to have all or a portion of
their dividends re i nve s t e d , and can sell part of the shares held in the
p rogram without exiting the plan. For details about dividend
re i nve s t m e n t , write to First Chicago Trust Company (above ) .

Trustee for 9.1-P e r cent Notes

The Chase Manhattan Bank N.A.
1 New York Plaza, N ew Yo r k , NY 10081

Trustee for 9.5- and 9-P e r cent Notes

Citibank N.A., Corporate Trust Office, 120 Wall St., 13th Floor
N ew Yo r k , NY 10043

A n n ual Meeting

Whirlpool Corporation’s next annual meeting is scheduled fo r
Tu e s d ay, April 28, 1 9 9 8 , at 9:30 A . M . (Central T i m e ) , at 181 We s t
Madison Stre e t , S eventh Floor, C h i c a go, I L

Stock Exchang e s

Common stock of Whirlpool Corporation (exchange symbol: W H R )
is listed on the New Yo r k , C h i c a go and London (England) stock
e x c h a n g e s .

Stock-Split History

M ay 1965, 2 - fo r- 1 ; M ay 1972, 3 - fo r- 1 ; December 1986, 2 - fo r- 1
( E x a m p l e : One hundred shares of Whirlpool common stock

p u rchased in April 1964 equaled 1,200 shares in Janu a ry 1998.)

Common-Stock Market Price

H i g h L ow C l o s e

4Q 1997 $ 6 6 1 5/1 6 $ 5 1 7/8 $ 5 5
3Q 1997 6 9 1/2 4 8 6 6 5/1 6

2Q 1997 5 5 1/4 4 5 1/4 5 4 9/1 6

1Q 1997 5 2 1/2 4 6 4 7 5/8

4Q 1996 $ 5 0 7/8 $ 4 4 1/4 $ 4 6 5/8

3Q 1996 5 3 1/8 4 7 7/8 5 0 5/8

2Q 1996 6 1 3/8 4 8 4 9 5/8

1Q 1996 5 9 1/2 5 0 1/8 5 5 1/4

•  S t o c k h o l d e r s ’  a n d  O t h e r  I n f o r m a t i o n  •



Tr a d e m a r k s

A d m i ra l ( C a n a d a ) , B a u k n e ch t, C h a m b e rs, C o o l e ra t o r, Eslabon de Lujo, E s t a t e, I g n i s, I n g l i s,
K i t ch e n A i d, L a d e n, R a y b o, R o p e r, SpeedQueen (Canada) and W h i r l p o o l a re trademarks
of Whirlpool Corporation or its wholly or majority-owned affiliates.

Ke n m o re is a trademark of Sears, Roebuck and Co.
A c ro s, C ro l l s and S u p e r m a t i c a re trademarks of V i t ro S.A. de C. V.
B ra s t e m p, C o n s u l and S e m e r a re trademarks of Multibrás S. A .
N a r c i s s u s is a trademark of Whirlpool Narcissus (Shanghai) Co. L t d .
S M C is a trademark of Shunde Whirlpool SMC Microw ave Products Co. L t d .
T V S is a trademark of Sundaram-Clayton Ltd..

Internet A dd re s s

Whirlpool financial info r m a t i o n , p roduct specifications, remodeling ideas and more
a re available at W h i r l p o o l ’s site on the World Wide Web (www. w h i r l p o o l c o r p. c o m ) .

Whirlpool Corporation General Offices

World Headquarters and North A m e r i c a
2000 N. M - 6 3
Benton Harbor, MI  49022-2692
Te l e p h o n e : 6 1 6 / 9 2 3 - 5 0 0 0

E u ro p e
Viale G. Borghi 27, 21025 Comerio VA , I t a ly
Te l e p h o n e : 39 332 759 111, F a x : 39 332 759 347

Latin A m e r i c a
Av. B r i g . Faria Lima, 2020 2nd A n d a r, P i n h e i ros - São Paulo - S.P.
0 1 4 8 1 - 9 0 0 , B r a z i l
Te l e p h o n e : 55 11 867-2999, F a x : 55 11 867-2988

A s i a
16th Floor, Paliburg Plaza, 68 Yee Wo St., C a u s ew ay Bay, Hong Ko n g
Te l e p h o n e : 852 2881 1211, F a x : 852 2895 1693

P r oduct and Service Information (North A m e r i c a )

K i t ch e n A i d b r a n d : 8 0 0 / 4 2 2 - 1 2 3 0 ; W h i r l p o o l b r a n d : 8 0 0 / 2 5 3 - 1 3 0 1



Key Ratios (4)
Operating profit margin 0.1 % 3.3 % 4.5 % 4.7 % 6.8 % 6.3 % 5.4 % 4.7 % 6.1 %
Pre-tax margin (5) (2.0)% 1.2 % 2.6 % 3.4 % 5.7 % 4.7 % 3.9 % 2.8 % 4.6 %
Net margin (6) (0.5)% 1.7 % 2.4 % 1.8 % 3.5 % 2.5 % 2.1 % 0.7 % 2.8 %
Return on average stockholders’ equity (7) (0.8)% 8.2 % 11.6 % 9.4 % 14.2 % 13.1 % 11.6 % 5.1 % 13.7 %
Return on average total assets (8) (0.7)% 1.8 % 3.0 % 2.8 % 4.0 % 3.3 % 2.9 % 1.4 % 4.9 %
Current assets to current liabilities 1.2 0.9 0.9 1.0 1.0 0.9 1.0 1.1 1.3
Total debt-appliance business

as a percent of invested capital (9) 38.5 % 42.6 % 43.3 % 34.4 % 31.6 % 41.7 % 46.1 % 37.6 % 39.2 %
Price earnings ratio – 22.4 19.2 23.9 21.2 15.9 16.1 22.6 12.2
Interest coverage (10) 0.7 2.4 3.1 4.0 5.0 3.4 2.9 2.0 3.6

Other Data
Number of common shares

outstanding (in thousands):
Average-on a diluted basis 74,697 77,178 76,812 77,588 76,013 75,661 72,581 69,595 69,461
Year-end 75,262 74,415 74,081 73,845 73,068 70,027 69,640 69,465 69,382

Number of stockholders (year-end) 10,171 11,033 11,686 11,821 11,438 11,724 12,032 12,542 12,454
Number of employees (year-end) 61,370 48,163 45,435 39,016 39,590 38,520 37,886 36,157 39,411
Total return to shareholders

(five year annualized) (11) 6.8% 6.3% 20.8% 12.0% 25.8% 17.0% 6.7% 2.8% 11.3%

(1) Restructuring and special operating charges were $405 million in 1997,$30 million in 1996 and $250 million in 1994 (Refer to Note 10).
(2) The Company’s financial services business was discontinued in 1997 and the kitchen cabinet business was discontinued in 1988.
(3) Includes cumulative effect of accounting changes:1993 – Accounting for postretirement benefits other than pensions of ($180) million or ($2.42) per diluted

share and 1987 – Accounting for income taxes of $11 million or $0.15 per diluted share.
(4) Excluding non-recurring items, selected 1997 Key Ratios would be as follows: a) Operating profit margin – 4.7%, b) Pre-tax margin – 2.7%,

c) Net margin – 2.6%,d) Return on average stockholders’ equity – 12%, e) Return on average total assets – 2.7%,f) Interest coverage – 3.0%.
(5) Earnings from continuing operations before income taxes and other items, as a percent of sales.
(6) Earnings from continuing operations before accounting change, as a percent of sales.
(7) Net earnings before accounting change, divided by average stockholders’ equity.
(8) Net earnings before accounting change, plus minority interest divided by average total assets.
(9) Debt less cash and equivalents divided by debt,stockholders’ equity and minority interests less cash and equivalents.

(10) Ratio of earnings from continuing operations (before income taxes, accounting change and interest expense) to interest expense.
(11) Stock appreciation plus reinvested dividends.

(millions of dollars, except share and employee data) 1997 1996 1995 1994 1993 1992 1991 1990 1989 1988 1987

5.3 % 6.9 %
4.9 % 6.5 %
3.4 % 4.2 %
7.2 % 13.6 %
2.9 % 6.0 %
1.3 1.4

20.5 % 19.3 %
18.2 9.7
6.2 13.6

69,435 71,911
69,289 69,232
12,521 12,128
29,110 30,301

4.4% 6.2%
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G a r y T. D i C a m i l l o
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C o r p o rate Gov e r n a n c e, Human Resources

William D. M a ro h n
Vice Chairman of the Company

Miles L. M a r s h
Chairman and Chief Exe c u t i ve Officer, Fo rt James Corp.
A u d i t , F i n a n c e

Philip L. S m i t h
Former Chairman of the Board , P resident and Chief Exe c u t i ve Officer,
P i l l s b u ry Co.
C o r p o rate Gov e r n a n c e, F i n a n c e

Paul G. S t e r n
P a rt n e r, T h ayer Capital Part n e r s , L . L . P.
A u d i t , F i n a n c e

Janice D. S t o n e y
Former Exe c u t i ve Vice Pre s i d e n t , Total Quality System, US W E S T
C o m munications Group Inc.
A u d i t , Human Resources

D a vid R. W h i t w a m
Chairman of the Board and Chief Exe c u t i ve Officer of the Company

E xe c u t i v e Officers

D a vid R. W h i t w a m
Chairman of the Board
and Chief Exe c u t i ve Officer

William D. M a ro h n
Vice Chairman of the Board

E xecutive Vice Pre s i d e n t s

Ralph F. H a k e
Senior Exe c u t i ve Vice Pre s i d e n t
and Chief Financial Officer

Jeff M. F e t t i g
P re s i d e n t , Whirlpool Euro p e

R o b e r t D. H a l l
P re s i d e n t , Whirlpool A s i a

Ronald L. K e r b e r
Chief Te c h n o l o gy Officer

Paulo F. M . P e r i q u i t o
Latin American Region

Michael D. T h i e n e m a n
N o rth American Region

Senior Officers

Vice Pre s i d e n t s

J . C. A n d e r s o n
G roup Manufacturing and
Te c h n o l o gy, N o rth A m e r i c a

R o y V. A r m e s
Global Pro c u rement Operations

Mark E. B r ow n
C o n t ro l l e r

Ruy de Campos Filho
Finance and A d m i n i s t r a t i o n ,
Multibrás S.A.

G a r rick D’Silva
P resident and Chief Exe c u t i ve
O f f i c e r, Whirlpool South A s i a

E . R . (Ed) Dunn
Human Resources and A s s i s t a n t
S e c re t a ry

Bengt G. E n g s t ro m
M a nufacturing and Te c h n o l o gy,
Whirlpool Euro p e

R i c a r do J. E t c h e n i q u e
S a l e s , Multibrás S.A.

D a n d r i d g e L. H a rr i s o n
Corporate A f f a i r s

Ernesto Heinz e l m a n n
P re s i d e n t , Embraco S.A.

E d w a r d J. F. H e r re l k o
G roup Sales and Marke t i n g ,
Whirlpool Euro p e

Daniel F. H o p p
General Counsel and Secre t a ry

Halvar S.W. J o h a n s s o n
Corporate Te c h n o l o gy and
Engineering Deve l o p m e n t

Kenneth W. K a m i n s k i
Small Appliance Business Unit

G re go r y T. M c M a nu s
G roup Sales and Distribution,
N o rth A m e r i c a

D a vid J. M e h r b ro d t
G roup Marke t i n g , N o rth A m e r i c a

Brian F. P e t e r s
Tre a s u re r

Rudolph S. P r ovo o s t
G roup Marke t i n g ,W h i r l p o o l
E u ro p e

Michael A . To d m a n
Sears Sales and Marke t i n g , N o rt h
A m e r i c a

D a vid W. W i l l i a m s
Global Growth and Brand
D e p l oy m e n t

•  D i r e c t o r s  &  S e n i o r  M a n a g e m e n t  •



Financial Inf o r m a t i o n

Whirlpool Corporation’s annual re p o rt on Form 10-K, a cassette-tap e
re c o rding of the annual re p o rt to shareholders and other financial
i n formation is available free of charge.

If you are not a stockholder of re c o rd – that is, if your W h i r l p o o l
s h a res are re g i s t e red in the name of a bro ke r, bank or other nominee
– you must ask that holder to mail stockholder re p o rts dire c t ly to
yo u . C o m p a ny earnings releases for each quarter – typically issued in
A p r i l , Ju ly, October and Janu a ry – can be obtained by contacting
W h i r l p o o l ’s dire c t o r, i nvestor re l a t i o n s :

Tom Filstrup, Whirlpool Corporation, 2000 N. M - 6 3 , # 3 0 0 1
Benton Harbor, MI 49002-2692

Te l e p h o n e : 6 1 6 / 9 2 3 - 3 1 8 9 , F a x : 6 1 6 / 9 2 3 - 5 0 3 8
E - m a i l : T h o m a s _ C _ F i l s t r u p @ e m a i l . w h i r l p o o l . c o m

Tr a n s f er A ge n t , S h a r eholder Records and Dividend
D i s b u r s e m e n t s

For information about or assistance with individual stock re c o rd s ,
t r a n s a c t i o n s , dividend checks or stock cert i f i c a t e s , c o n t a c t :
First Chicago Trust Company, P. O. B ox 2500
Je r s ey City, NJ 07303-2500
Te l e p h o n e : ( 8 0 0 ) - 4 4 6 - 2 6 1 7 , E - m a i l : f c t c @ e m . f c n b d . c o m
I n t e r n e t : w w w. f c t c. c o m

D i v i d e n d - R e i n vestment Plan

W h i r l p o o l ’s automatic dividend-re i nvestment plan, in which the
c o m p a ny pays both the bro ke r ’s fee and bank charges, is available to
stockholders of re c o rd . P a rticipants may make cash contributions of
up to $250,000 annu a l ly, i nvested monthly, with or without re i nve s t i n g
their dividends. Plan members may elect to have all or a portion of
their dividends re i nve s t e d , and can sell part of the shares held in the
p rogram without exiting the plan. For details about dividend
re i nve s t m e n t , write to First Chicago Trust Company (above ) .

Trustee for 9.1-P e r cent Notes

The Chase Manhattan Bank N.A.
1 New York Plaza, N ew Yo r k , NY 10081

Trustee for 9.5- and 9-P e r cent Notes

Citibank N.A., Corporate Trust Office, 120 Wall St., 13th Floor
N ew Yo r k , NY 10043

A n n ual Meeting

Whirlpool Corporation’s next annual meeting is scheduled fo r
Tu e s d ay, April 28, 1 9 9 8 , at 9:30 A . M . (Central T i m e ) , at 181 We s t
Madison Stre e t , S eventh Floor, C h i c a go, I L

Stock Exchang e s

Common stock of Whirlpool Corporation (exchange symbol: W H R )
is listed on the New Yo r k , C h i c a go and London (England) stock
e x c h a n g e s .

Stock-Split History

M ay 1965, 2 - fo r- 1 ; M ay 1972, 3 - fo r- 1 ; December 1986, 2 - fo r- 1
( E x a m p l e : One hundred shares of Whirlpool common stock

p u rchased in April 1964 equaled 1,200 shares in Janu a ry 1998.)

Common-Stock Market Price

H i g h L ow C l o s e

4Q 1997 $ 6 6 1 5/1 6 $ 5 1 7/8 $ 5 5
3Q 1997 6 9 1/2 4 8 6 6 5/1 6

2Q 1997 5 5 1/4 4 5 1/4 5 4 9/1 6

1Q 1997 5 2 1/2 4 6 4 7 5/8

4Q 1996 $ 5 0 7/8 $ 4 4 1/4 $ 4 6 5/8

3Q 1996 5 3 1/8 4 7 7/8 5 0 5/8

2Q 1996 6 1 3/8 4 8 4 9 5/8

1Q 1996 5 9 1/2 5 0 1/8 5 5 1/4

•  S t o c k h o l d e r s ’  a n d  O t h e r  I n f o r m a t i o n  •



Tr a d e m a r k s

A d m i ra l ( C a n a d a ) , B a u k n e ch t, C h a m b e rs, C o o l e ra t o r, Eslabon de Lujo, E s t a t e, I g n i s, I n g l i s,
K i t ch e n A i d, L a d e n, R a y b o, R o p e r, SpeedQueen (Canada) and W h i r l p o o l a re trademarks
of Whirlpool Corporation or its wholly or majority-owned affiliates.

Ke n m o re is a trademark of Sears, Roebuck and Co.
A c ro s, C ro l l s and S u p e r m a t i c a re trademarks of V i t ro S.A. de C. V.
B ra s t e m p, C o n s u l and S e m e r a re trademarks of Multibrás S. A .
N a r c i s s u s is a trademark of Whirlpool Narcissus (Shanghai) Co. L t d .
S M C is a trademark of Shunde Whirlpool SMC Microw ave Products Co. L t d .
T V S is a trademark of Sundaram-Clayton Ltd..

Internet A dd re s s

Whirlpool financial info r m a t i o n , p roduct specifications, remodeling ideas and more
a re available at W h i r l p o o l ’s site on the World Wide Web (www. w h i r l p o o l c o r p. c o m ) .

Whirlpool Corporation General Offices

World Headquarters and North A m e r i c a
2000 N. M - 6 3
Benton Harbor, MI  49022-2692
Te l e p h o n e : 6 1 6 / 9 2 3 - 5 0 0 0

E u ro p e
Viale G. Borghi 27, 21025 Comerio VA , I t a ly
Te l e p h o n e : 39 332 759 111, F a x : 39 332 759 347

Latin A m e r i c a
Av. B r i g . Faria Lima, 2020 2nd A n d a r, P i n h e i ros - São Paulo - S.P.
0 1 4 8 1 - 9 0 0 , B r a z i l
Te l e p h o n e : 55 11 867-2999, F a x : 55 11 867-2988

A s i a
16th Floor, Paliburg Plaza, 68 Yee Wo St., C a u s ew ay Bay, Hong Ko n g
Te l e p h o n e : 852 2881 1211, F a x : 852 2895 1693

P r oduct and Service Information (North A m e r i c a )

K i t ch e n A i d b r a n d : 8 0 0 / 4 2 2 - 1 2 3 0 ; W h i r l p o o l b r a n d : 8 0 0 / 2 5 3 - 1 3 0 1


