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By Ngit. VERSEL

Just two months ago, it looked as if the
days were numbered for Chicago-based
Navistar International Corp.

‘The company’s stock price lost a thivd
of its value so far this year, and some
market analvsts believe the stock, which
closed Friday at $29.94. is undervalued
by more than 65 percent.
butional investors, who control at
least 71 percent of Navistar, were agitat -
ing for a sale of assets, dismembering of
the company or merger with a larger
competitor.

Today, however, the company is head-
ed for suburban Chicago headquarters,
and investors have toned down earlier
calls for an asset sale and sound content
to let Navistar management work
through these tryving times.

“This management gets a solid ‘A’ for

operating the company,” said David
Pedowilz, director of research for David
J. Greene & Co., a New York investment
house. “We believe that they are commit-
ted to intelligently getting the stock price
up.”
Greene & Co. is Navistar's fourth-
largest institutional sharcholder, with
more than 2.1 million shares as of June
30.

Pedowitz saild a consensus of Wall
Street analysts estimated Navistar’s in-
trinsic value at more than $87 per share.
Navistar officials would not confirm the
accuracy of the estimate, though spokes-
man Roy Wiley said, “Management be-
lieves the company is undervalued.”

Navistar shunned a $3 billion takeover
bid by Sweden’s AB Volvo last year.
Since then, the firm’s market. capitaliza-
tion has plammeted to about $1.8 billion.

As recently as two months ago, a group
of 45 Navistar institutional shareholders,
including Greene, had urged the compa-

ny to consider selling off some of its
operations or merging with a rival as part
of ongoing truck industry consolidation.

“Navistar's participation in this con-
solidation is vital,” a spokesman for the
group said following a high-profile meet-
ing July 26 in New York.

The pronouncement came just a week
after industry leader Freightliner LLC, a
unit of DaimlerChrvsier AG. agreed to
purchase Western .
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NAVISTAR'S HISTORY

The long and steried history of what is now
Mavistar Infernational Corp. mirrors that of
Chicagao iiself.
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Co. as a wholly owned
ary of the corporation’s Interna-
tional Truck and Engine Co. operating
company, purpertedly to highlight the
firm’s engine-making interests.

Pedowitz said, “The engine husiness
alone is certainly worth more than the
corporate stock price.”

Navistar does not itemize its revenues
in its yuarterly financial veports but said
in its most recent earmings statement
that a strong performance by the engine
division made up for declines in the
firm's truck operations during the three
months ended July 31.

The U.S. commercial truck industry is
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Moves don't signal flight to suburhs

By DAvIb ROEDER
BUSINESS REPORTER

The news lnst week scemed as if it
came from another decade—-two old-line
companies were pulling out of downtown
Chicago, taking hundreds of jobs to the
suburbs.

One was Unilever NV, which will close
its headquarters at 325 N. Weils and
move its 200 workers to Rolling Mead-
ows. The other was Navistar Internation-
al Corp., which is sending 380 workers
from 455 N. Cityfront Plaza to Warren-
ville.

The city hasn't had to deal with news
like that lately. Many companics, includ-
ing suburban stalwarts such as Zurich
Kemper and CDW Computers, are find-
ing a downtown location best suits work-
er recruitment.

State figures give the city credit for
about. 1.3 million jobs, its highest totai
since the early 1980s.

Paul O'Conncr, executive di
Would Business Chicago, regre
ilever and Navistar moves, hut he ingists
don’t reflect the citv's econsmie

ctor of

Chicago is outpacing New York and
Los Angeles in the creation of white-
collar jobs, O’Connor savs. Using data
group drew from Labor Department re-
ports, he said that since 1994, some
158,900 new white-collar jobs were creat.
ed in Chicago, vepresenting 28 percent

Connor said that over the same
period, the growth in New Yoark was
122,500 jobs, or 16 percent, and 88,300
; 18 percent, in Los Angel

Unilever’s announcement last week
also raised concern about blue-collar jobs.
"The consumer products company said it
will close its shampoo and skin lotion
factory at 4401 W. North by 2003, laying
off 600 workers.

O’Connor said demand for skilied labor
ensures that most of those workers will be
snapped up by other employ He also
said #t's a myth that Chicago is suffering
from an exodus of factori

A study by O'Connor's group showed
78 percent of Chicage factu
closed  relocated  elsew i
limits. “Generally, it's
with flat ar declining sales that le
city for cost rea i
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to form International Harvester Co. a rar
tha: endures for most of the 20th century

International Planger

1 1906~International Harvester continues
the McCormick legacy of innovation by
introducing the Famous fine of internal com-
bustion engines to power large farm
machinery and the company’s first truzks

-1 1924-IH develops the fegendary Farmall
tricycle-style row-crop tractor and prodi
its first construction machingry 9 o
later, coirriding with Chicaga's “Menpin A7
Progress” celsaration.

L11979-80-
Weakened
by poor
manage-
mert for
many years,
IH siides to
the brink ot
insolvency
irllning o
crippling
six-month
iabor strike
1 1982-4H
sells its con
struction machinery pperatiang to jj Coca
Co.. and exits the farn machinery 533
with another sale to Case in 1985

"3 1985-Absent the IH brand name, the iinn
renames iiself Navistar.

| 2600-Headquartered in the gleaming NBC
Tower, a syimbol of Chigago's ur
saice. Navistar leans on its heri
renaning its eparating campar.
national Truck & Engine Co.
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in a free fall this year, brought on
by high fuel costs, rising interest
rates and a glut of late-model used
vehicles on the market. Conserva-
tive forecasts call for a 30 percent
industrywide decline in sales of
heavy-duty trucks from record
1999 levels.

Indeed, Navistar remains the
top seller of medium-duty trucks
and claims a 60 percent share of
the steady North American market
for school buses.

But the firm also derives a good
deal of its revenue from supplying
diesel engines for Ford Motor Co.’s
popular F-250 and F-350 pickup
trucks and full-size Econoline vans.

Navistar Chairman, President
and Chief Executive John R.
Horne has said the engine business
is a key component of his plan of

“winning in a downturn” in the
highly cyclical commercial truck
1ndusL1y. Horne warned of the
recently announced layoff of 1,100
salaried and contract employees—
about 15 percent of Navistar’s
white-collar work force—in a July
memorandum calling for research
and development cuts.

However, the company will not
slow development of its most an-
ticipated product, a line of “cam-
less” engines designed to meet
stringent federal truck emissions
standards that take effect in 2007.
The advanced powertrains are on
track for a 2003 production launch.

The attention focused on Inter-
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STUGK IN THE MUD

Weekly closmg pnces this year for Nav;star lntemaﬂonal stock: ?

SOURCE: Bloomberg News Service

national Engine to date has not
elevated Navistar stock, but it has
fueled rampant speculation that
the firm may sell off its truck
operations or seek an outright
merger with a larger competitor.
Seattle-based industry giant PAC-
CAR Inc emerged as the likeliest
suitor following the Volvo and
Freightliner deals, but sources at
several Navistar plants indicated
this week that PACCAR has not
begun any form of due diligence.
At this point, “We believe that
the company is participating in the
consolidation,” Pedowitz said.
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Regardless, the group of 45
shareholders represents less than
30 percent of outstanding Navistar
shares and only three of the firm'’s
15 directors are up for re-election
next year, so a management shake-
up seems out of the question.

Pedowitz said, “There are so
many valuable assets that the al-
ternatives are sort of endless. We
are entrusting management to take
the right steps.”

Neil Versel is a Chicago-bused
writer specializing in
transportation issues.




