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MANAGEMENT DISCUSSION SECTION 
 
 

Operator: Good day, and welcome to the DuPont Webcast. At this time, all participants are in a listen-only 

mode. After the speakers' presentation, there will be a question-and-answer session. And please be advised that 

today's conference is being recorded. 

 

At this time, I'd like to turn the conference over to Pat Fitzgerald, DuPont Investor Relations. Please go ahead. 
 .....................................................................................................................................................................................................................................................................  

Patrick Fitzgerald 
Investor Relations Contact, DuPont de Nemours, Inc. 

Hello, and thank you for joining this morning's line of business teach-in with Jon Kemp, President of DuPont 

Electronics & Industrial. Jon will provide an overview of our Industrial Solutions business, one of the three 

businesses within the E&I segment. We have prepared slides to supplement our comments during today's 

webcast, which are available on the Investor Relations section of our website. 

 

We hope today's teach-in provides additional detail of the underlying technologies and growth opportunities for 

the Industrial Solutions business as well as our views on the market. Jon will open with prepared remarks and 

then we'll move to Q&A. We are targeting a total of approximately 45 minutes for today's event. 

 

Before we begin, let me remind you that during today's prepared remarks as well as the Q&A session, we will 

make forward-looking statements regarding our expectations or predictions about the future of the business and 

the markets that the Industrial Solutions business serves. Because these statements are based on current 

assumptions and factors that involve risk and uncertainty, our actual performance and results may differ materially 

from our forward-looking statements. Please read the forward-looking statement disclaimer contained in the 

slides. 
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I'll now turn the call over to Jon. 
 .....................................................................................................................................................................................................................................................................  

Jon D. Kemp 
President-Electronics & Industrial, DuPont de Nemours, Inc. 

Thank you, Pat. It's great to have this opportunity to showcase the Industrial Solutions business, which is the third 

and final teach-in event for E&I. It's among the many market-leading businesses we have in the DuPont portfolio, 

which are well-aligned with secular growth trend that combined leading-edge innovation, global scale and deep 

customer relationship. The Industrial Solutions business is a diverse portfolio of unique, high-value specialty 

materials and solutions. With 2021 sales of $1.9 billion, it represents approximately one-third of our Electronics & 

Industrial segment today. 

 

I'm proud of the work our teams have done around the world over the past couple of years, managing a very 

complex and dynamic environment. Working through the global COVID pandemic, along with the increasing 

challenges associated with logistics and raw materials, our business has continued to partner closely with 

customers to reliably deliver the innovative and high-quality materials they need to meet the ever-increasing 

demand in areas like semiconductor manufacturing, health care and displays. 

 

Strong market demand, combined with these relationships and pandemic recovery, led to a 17% top line growth 

for the Industrial Solutions business in 2021, along with a strong margin profile. As growth in recovery continues, 

our diverse and market-leading businesses are well-positioned to capitalize on these opportunities from a 

customer, technology and end-market point of view. 

 

First, on slide 2, let's look at an overview of the Industrial Solutions business. We have an exciting portfolio of 

material technologies and solutions that has the number one or number two leadership position across a diverse 

set of segments and end markets, including semiconductor, display, health care, transportation, aerospace, 

printing and packaging, and industrial. Approximately one-third of the business is Precision Parts & Solutions 

such as Kalrez and Vespel products used in critical high-value growth applications, predominantly in 

semiconductor, aerospace, and automotive. 

 

The second largest segment is Advanced Printing, comprising about a quarter of the business, which includes our 

Cyrel flexographic printing plate as well as inks for digital printing. The remaining business is split between 

Healthcare & Specialty Lubricants and our Display Technologies business. The Healthcare & Specialty Lubricants 

business leverages our silicone expertise from Dow Corning and has exciting growth potential. The Display 

Technologies business is also poised for growth going forward. I'll say more about the specific product 

technologies in each of these segments in a few minutes. 

 

From an end-market perspective, the Industrial Solutions business has a diverse distribution of high-value 

applications across several attractive growth markets. More than 70% of the business is directed towards growth 

segments, split roughly equally between electronics applications in semiconductor and displays markets, with the 

other half supporting health care, aerospace, automotive and broader industrial applications. The remaining 

portion represents applications in slower growth printing and packaging end markets. 

 

We have a large global footprint with state-of-the-art research facilities, application labs and more than 20 

manufacturing plants that provide us critical mass in North America, Europe, and Asia. This footprint gives us 

better customer access. And with application centers along with highly skilled scientists and engineers positioned 

near our customers, we have close and frequent collaboration with them and can rapidly develop new products. 
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On the right, you can see that Asia accounts for nearly 50% of our sales, with the Americas and Europe 

accounting for about 30% and 20%, respectively. We have about 2,200 employees strategically located around 

the world to be close to our customers. Although diverse in terms of technology and end markets, each of these 

businesses is characterized by highly innovative materials that are specifically formulated, engineered and 

customized to match our customers' manufacturing processes and performance requirement. 

 

With decades-long partnerships and deep applications knowledge, we have earned a seat at the design table. 

Customers count on us to bring them the most advanced solutions to solve their toughest challenges. As a result, 

our materials are often specified or designed-in and remain in place for the lifetime of the application, which is 

typically more than 20 years. 

 

DuPont's proven track record of delivering high performance, quality and reliability to customers enables them to 

consistently achieve their technology road maps. We continue to invest in both innovation and manufacturing 

capacity and work closely with our customers to prioritize and deploy our R&D and capital spend to the highest 

value programs. 

 

On slide 3, you'll see Industrial Solutions has a strong financial profile and compelling growth strategy. This 

business wins because it combines attractive secular growth exposure aligned to global mega trends with world-

class application engineering and design expertise, deep customer relationships, and a diverse breadth of 

market-leading industrial technology. 

 

From 2019 through 2021, the Industrial Solutions business achieved about 7% compound annual growth. The 

resiliency of the portfolio was demonstrated during 2020 with the pandemic impacting several parts of the 

business, notably aerospace and automotive. Despite those headwinds, the business declined only slightly versus 

larger declines in the broader market. 

 

Then in 2021, we saw strong growth from electronics and health care-related businesses, along with the start of 

recovery in the aerospace and automotive businesses, leading to the 17% growth in 2021 which I mentioned 

previously. Going forward, we expect the strength of our portfolio and innovative solutions to consistently deliver 

growth each year in the range of approximately 5% to 7%, with strong margins and cash flows. 

 

Operating EBITDA margins for the business have been consistently strong, above the DuPont average and 

around the nice E&I segment average. About 70% of the Industrial Solutions business supports growth markets 

and applications such as semiconductor manufacturing, display technologies, health care, electric vehicles and 

aerospace. Our consistent growth is the result of our partner-of-choice mindset. With early engagement on 

technology and product road maps, we customize most of our solutions to our customers' unique performance 

requirement. 

 

For decades, we have demonstrated our ability to create customized solutions for critical applications ranging 

from aerospace engine to chip manufacturing equipment, to next-generation display technologies and biopharma 

processing. We effectively scale the technology from the labs to high-volume manufacturing with the reliability and 

quality that our customers demand. And once our offerings are specified, they tend to remain in place throughout 

the product life cycle. 

 

While we are well-positioned to capitalize on secular market trends and technology transitions, from an organic 

growth perspective, we will also continue to pursue bolt-on acquisitions in high-value adjacencies that will 

broaden the addressable market of the Industrial Solutions portfolio, similar to what you've seen us do with the 

recent Laird acquisition and the pending acquisition of Rogers. 
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Moving to slide 4, you can see the diverse Industrial Solutions portfolio, which consists of four key segments, 

Precision Parts & Solutions, Healthcare & Specialty Lubricants, Advanced Printing, and Display Technologies. 

Our Precision Parts & Solutions segment is a highlight of the Industrial Solutions portfolio. It consists of Kalrez O-

rings used in semiconductor fabrication equipment and Vespel which is a polyimide part used mostly in aircraft 

engine. 

 

Our Healthcare & Specialty Lubricants segment contains our specialty silicones, including the Liveo set of medical 

and biopharma processing solutions, and MOLYKOTE lubricants, which specializes in anti-friction coatings and 

high-temperature greases that are needed for both ICE and EV applications. 

 

Our Printing segment is comprised of Cyrel flexographic printing plate solutions and Artistri digital inks. Cyrel 

maintains a leading position in the flexo industry based on technical service and consistent product quality in the 

stable packaging market. The ink business provides solutions for home and office printing and other applications 

that are undergoing a conversion from analog printing processes to digital technologies. 

 

Our Display Technologies business is comprised mostly of OLED materials and LED encapsulants for consumer 

electronics, namely smartphones, TVs, notebooks and tablets, and is increasingly being used for automotive 

application. 

 

As I mentioned previously, our portfolio is highly diversified, with outsized exposure to various end-market 

segments aligned to secular growth trends such as electronic, health care, aerospace and transportation. This 

diversification has enabled our business to be resilient against any industry-specific cycles, resulting in more 

stable performance. 

 

Our solutions are typically targeted towards the most demanding and challenging applications, often in harsh 

operating conditions. The underlying market for these solutions is large and growing. For example, our total 

addressable market across these spaces is more than $10 billion, with considerable room to grow further as we 

expand into adjacent markets and technology. 

 

We are differentially investing in the highest growth, highest value opportunities, which is further strengthening the 

portfolio. To highlight some of those investments, I want to take a deeper dive into some of our most exciting 

growth opportunities, including Kalrez elastomers for semiconductor equipment, Vespel parts for aerospace 

engines and electric vehicles, OLED displays for consumer electronics, and Liveo silicones for biopharma 

processing. 

 

Moving to slide 5. In our previous teach-in for the semiconductor business, I highlighted the exciting growth in 

demand for semiconductor chips and the necessary progression to more advanced nodes driven by 5G, artificial 

intelligence and high-performance computing, electric and autonomous vehicles, and the Internet of Things. This 

shift results in new and increasingly challenging chip architectures and significant increases in manufacturing 

process complexity. 

 

Top-tier semi OEMs in every region of the world are collectively investing hundreds of billions of dollars in new 

fabs and equipment over the next several years. As you see from the chart on the top left, more than 70% of the 

DuPont Kalrez business supports the semiconductor industry. The remaining portion is Custom Parts spread 

across similar high-performance applications in a wide variety of other industrial uses. 
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Kalrez high-performance elastomer O-rings enable uptime in the semi fab and are considered a critical part in the 

fab equipment construction. Kalrez seals provide unique properties, including temperature, chemical and plasma 

resistance, which is required in semi fab equipment that needs to withstand harsh process conditions and 

chemistry. 

 

Recent attention on the semiconductor chip shortage has highlighted the importance of fab uptime and 

maintaining high utilization rates, which requires the constant performance of precision components. In addition to 

stringent quality requirements, which must be met in the original equipment design, parts must be replaced 

regularly to ensure uptime and process quality. 

 

As fabs begin to employ more advanced nodes, more process steps and parts per trillion management of 

impurities, it will drive further equipment investments and demand for critical materials like Kalrez. Because the 

cost of failure is expensive downtime, proven materials are specified in by the fab equipment OEMs, resulting in 

stickiness and high barriers to entry. 

 

More than half of Kalrez O-rings are aftermarket sales directly to the fab customers for preventative maintenance 

to ensure consistent quality in their operations and maximize uptime. Consistent with the rest of the 

semiconductor industry, the business has experienced elevated growth rates over the past few years. With 

significant more investment in new fabs and equipment on the horizon, we expect demand to be strong for the 

next several years. 

 

To capitalize on the future growth, we are investing in a second production site nearby our current Delaware 

facility to increase our Kalrez capacity by about 30%. This project is well underway and we expect to complete 

construction in the first half of next year, with customer qualifications in the second half of 2023. 

 

Moving to slide 6, I will highlight DuPont Vespel, which is a custom polyimide part. As you can see from the graph, 

more than 40% of Vespel solutions are used in aerospace applications. Another 25% are used in transportation 

applications, including both ICE and electric vehicles. The remaining portion is split between semiconductor and 

industrial applications. 

 

Vespel is specified and used in engine designs because of its high strength and light-weight properties. Vespel 

parts are often customized for improved friction management and material compatibility that results in greater 

durability in the aircraft engine. Because it can be formed into custom parts such as bushings, wear strips or 

sheets, spherical bearings and other custom shapes and sizes, it extends into a broad range of components 

across complex system design. 

 

The same characteristics that make Vespel ideal for aircraft engines also make it an attractive material for the 

increasing demands of electric vehicles. As the trend for electrification and light-weighting accelerates, Vespel 

parts and shapes can play a critical role in solving challenges like increasing the range and durability of vehicles 

and improving the rider's experience by reducing noise and vibration. In addition, Vespel's low friction and wear 

properties can prevent seizure and fretting in both ICE and EV powertrains, as well as provide advantages in the 

chassis and auto interior for both lightweight and heavy duty vehicles. 

 

Given the unique requirements of next-generation aircraft engines and electric vehicles, the content opportunity 

for Vespel is expanding our addressable market. Given underlying market growth trends and increasing content 

opportunities, we've completed a significant expansion of polyimide resin capacity in 2021 that will continue to 

support the growth of the Vespel business and provide critical intermediate materials for our downstream parts 

and shapes manufacturing processes. 
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Turning to slide 7, the demand for consumer electronics has been accelerated by the global pandemic. In 

addition, the expansion of connectivity solutions in home and work environments, including auto electrification, 

have increased the need for effective user interfaces. This mega trend is driving the demand for innovative 

materials in next-generation display technology that can deliver enhanced features and designs. 

 

Overall, material demand for displays is growing with increasing production volumes, but the most profitable 

growth is aligned with new form factors which use advanced materials such as organic light-emitting diode or 

OLED technologies for higher efficiency, longer lifetime and deeper color in the display. More than 80% of our 

displays portfolio are advanced technologies in OLED and next-generation LEDs. A smaller portion of our portfolio 

are specific materials to enhance form factors and resolution of LCD displays. 

 

This business is characterized by new product introductions almost every year with new designs and features. 

Given the complexity of the display manufacturing process, each layer must provide quality, performance and 

compatibility with the other materials to enable the performance of the entire device. While there is considerable 

innovation headroom, speed, quality and reliable performance are also essential. 

 

We are well-positioned with the small number of leading display manufacturers in Asia and collaborate regularly 

with them on next-generation designs and performance requirement. We continue to invest to better support 

customers in this space. And later this year, we will open a new application development center in China. 

 

Along with other material layers, OLED display manufacturers utilize three colors in their design, red, blue and 

green. DuPont has a leading position in red OLED materials, and nearly every smartphone with an OLED screen 

contains our unique materials. In addition, a leading TV manufacturer has recently adopted DuPont blue OLED 

materials as part of their OLED TV series. We continue to diversify into both blue and green materials, as well as 

additional layers in the OLED stack. 

 

We are also investing in the next generation of display technologies such as micro and mini LED. For example, 

DuPont silicone encapsulants are currently used for mini LED backlight units in some next-generation TVs. In 

total, Industrial Solutions has more than 15 years of OLED display experience with an extensive patent portfolio, 

leading positions in next-generation technologies and is well-positioned to innovate in partnership with our key 

customers in the premium display market. 

 

On slide 8, I will highlight the Industrial Solutions health care portfolio. Building on a strong foundation of expertise 

and innovation brought by Dow Corning health care silicones business, DuPont Liveo materials impact a broad 

range of advanced health care applications in three areas, biopharma processing, comprising roughly 40% of the 

portfolio; medical devices and pharmaceutical solutions, which comprise 35% and 25%, respectively. For more 

than 70 years, the Liveo team has pioneered the use of silicones in specialty health care application with multiple 

innovations to create positive patient outcomes and experiences by working closely with designers and engineers 

on next-generation health care solution. 

 

One of the most exciting growth opportunities for the Industrial Solutions business is the growth of the biopharma 

processing market. Growth in biologic medicines has been accelerated by new generations of vaccine and the 

rise of personalized therapies in chronic and acute disease. Biologics, personalized medicines and gene 

therapies are anticipated to become the majority of medicines by 2026. 

 

To make these biologics, our customers increasingly use single-use technologies in their manufacturing 

processes. These processes require non-leachable and certified or approved materials such as DuPont Liveo 
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silicone. During the process design, materials or parts are customized and specified for our customers and 

regulated by the FDA, making it very costly and impractical to change the process design, which results in a sticky 

long-term business for the life of the biologic. 

 

The increased penetration of silicone-based technologies to manufacture biologic reduces the capital required as 

well as the physical space or footprint for the customer, and perhaps most importantly, the risk of contamination in 

the process. With decades of experience partnering with our health care customers, we can best help them to 

meet the demands of regulatory requirements and improved process efficiency, ensuring end-to-end purity, 

reliability and security. 

 

We are investing in additional capabilities to support the accelerated growth in biopharma processing in two ways. 

First, we are expanding our portfolio of solutions beyond silicone tubing into overmolded assemblies, bottle 

closures and other tubing materials. Second, we have recently completed investments to expand capacity for 

silicone elastomers and extrusion at our main site in Michigan and are opening a second manufacturing site in 

South Carolina that will start up in a few months with additional capacity for biopharma tubing. We are also adding 

silicone pharmaceutical tubing production capacity in the second half of 2022 in China, dedicated to the region's 

fast growing customers. 

 

Finally, we have accelerated additional capacity investments that will come online next year. The deployment of 

these multiple investments will contribute to establish a stronger manufacturing footprint to help alleviate pressure 

on supply chain and help customers grow in their respective market. These new capabilities, combined with our 

application in material science expertise and strong regulatory support, will allow us to continue to partner closely 

with customers to meet their growing demand for the next several years. 

 

In closing, there are a few key takeaways on slide 9 that I'd like to leave you with. First, we have a proven track 

record of steady, reliable growth due to our customer-specified design solutions and partnerships. We expect to 

deliver consistent growth in the range of approximately 5% to 7% with strong margins and cash flows, driven by 

our leading position in highly specified solutions in critical applications. We expect to benefit from exposure to 

secular growth trends in health care, semiconductor, consumer electronics, electric vehicles, and aerospace. 

 

Next, our leading technologies and world-class materials, design and application engineering expertise have a 

proven track record over decades of demonstrated operational and quality excellence through our industry-

leading global supply chains and manufacturing capabilities. Additionally, the diverse end-market exposure and 

advantaged application position provides us with a resilient portfolio that performs well through the cycle, as 

demonstrated by our performance over the past few years. 

 

When customers specify our materials and keep them in place for decades, we maintain our seat at the design 

table for future product development, all of which leads to sticky customer relationships. And finally, where 

possible, we'll continue to extend in the high-value adjacencies both organically and through select and targeted 

acquisitions. 

 

In closing, our combination of market-leading industrial technologies is unique in the industry and enables us to 

address our customers' most critical and complex needs. We expect to expand our relationships with customers 

as their partner of choice and gain additional wins from our strong innovation pipeline for many years to come. 

Industrial Solutions is well-positioned to deliver on the needs of our diverse markets and customers, and I am 

confident that we will continue to do so. 

 

Now, let me turn it back over to Pat to open the Q&A. 
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Patrick Fitzgerald 
Investor Relations Contact, DuPont de Nemours, Inc. 

Thanks, Jon. Let me remind you that our forward-looking statement disclaimer applies to both the prepared 

remarks as well as the following Q&A. We will allow for one question and one follow-up question per person. 

Operator, please provide the Q&A instructions. 
 .....................................................................................................................................................................................................................................................................  
 

QUESTION AND ANSWER SECTION 
 
 

Operator: Thank you. [Operator Instructions] Your first question comes from the line of David Begleiter from 

Deutsche Bank. Your line is now open. 
 .....................................................................................................................................................................................................................................................................  

David Begleiter 
Analyst, Deutsche Bank Securities, Inc. Q 
Thank you. Good morning. Jon, what did Laird add to the portfolio and what will Rogers add to these group of 

businesses here? 
 .....................................................................................................................................................................................................................................................................  

Jon D. Kemp 
President-Electronics & Industrial, DuPont de Nemours, Inc. A 
Yeah, David. Good question, and thanks for that. As we talked about previously, Laird was primarily affiliated with 

our Interconnect Solutions business. It brought in leading technologies in thermal management and 

electromagnetic shielding and the ability to put those solutions together into integrated systems. The pending 

acquisition of Rogers brings in an additional exciting portfolio geared towards high-frequency solutions as in the 

form of rigid laminates, as well as power electronics focused on managing thermal and power performance, 

particularly for electric vehicles, and then precision foams and silicone materials. 

 

And it's really the Rogers' elastomeric solutions business that is aligned with some of the pieces of the industrial 

portfolio that you've heard me talk about, particularly with some of our elastomer and silicone components as well. 

So it's got some nice complementary components across the entire E&I portfolio, and we're really excited about 

the combination not only to bring additional material technologies into the portfolio, but also to expand our 

addressable market. 
 .....................................................................................................................................................................................................................................................................  

David Begleiter 
Analyst, Deutsche Bank Securities, Inc. Q 
No, very good. And just last, Jon, looking at the Vespel slide, it almost looks like an M&M type business. Why is it 

not and why wasn't it into M&M? 
 .....................................................................................................................................................................................................................................................................  

Jon D. Kemp 
President-Electronics & Industrial, DuPont de Nemours, Inc. A 
Yeah. The Vespel business is really a unique specialty material. If you think about it at the core, it's a polyimide 

resin technology that's highly customized and specialized in some of these high-temperature and light-weighting 

with unique friction properties. It is absolutely a customization of parts and shapes business. 

 

So, from a technology standpoint, because it's got the polyimide technology, it fits with things like Kapton and 

other materials from the way the business operates in terms of the unique formulation and application engineering 
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capabilities that go into it, as well as the margin profile and the customer relationships that are necessary to make 

that business successful. So, all of those things are very similar to businesses that we have in the rest of the E&I 

portfolio, much more than what exists in the M&M side. 
 .....................................................................................................................................................................................................................................................................  

David Begleiter 
Analyst, Deutsche Bank Securities, Inc. Q 
Got it. Thank you very much. 
 .....................................................................................................................................................................................................................................................................  

 

Operator: Your next question comes from the line of Christopher Parkinson from Mizuho. Your line is now open. 
 .....................................................................................................................................................................................................................................................................  

Christopher Parkinson 
Analyst, Mizuho Securities USA LLC Q 
Great. Thank you so much for taking my question. There's obviously a lot going on in the portfolio. From a – if 

you're looking at this from, let's say, the buy-side perspective, if you had to rank just the top three to four end 

markets driving the long-term growth and margin opportunities, inclusive of some of the major products, what 

would the order be? And also within that, how would you assess your competitive positioning within them? Thank 

you. 
 .....................................................................................................................................................................................................................................................................  

Jon D. Kemp 
President-Electronics & Industrial, DuPont de Nemours, Inc. A 
Yeah. Thanks, Chris. I think as you heard me talk during the prepared remarks, I think the big three are 

semiconductor equipment and solutions, it's health care and it's display technologies. And those three are – we're 

really excited about the mid- and long-term growth potential in those sectors. I think as you look to things like 

aerospace and electric vehicles, you'll see nice steady growth in those areas as well. 

 

With the – in terms of the competitive position, as I mentioned before, each of these different product technologies 

has the number one or number two position in its respective space. These are highly specified and customized 

materials. So, those customer relationships are really important. And we're working closely with those leading 

OEMs and designers every step of the way to make sure that we stay relevant and specified, as each of the 

segments launches the next generation of equipment, of engines, of powertrains or of displays. 
 .....................................................................................................................................................................................................................................................................  

Christopher Parkinson 
Analyst, Mizuho Securities USA LLC Q 
Great. And just a quick corollary of that, the first question, on the Kalrez specific versus the positioning, I'm 

guessing a lot in Asia, is there any kind of key differentiating factors which your portfolio offers versus competitors 

or vice versa that investors should be considering? Thank you. 
 .....................................................................................................................................................................................................................................................................  

Jon D. Kemp 
President-Electronics & Industrial, DuPont de Nemours, Inc. A 
I think when people are using Kalrez, it's really about the overall length of time and the power of those customer 

relationships. So we've been doing business with the semiconductor equipment OEMs and the semi fabs for 

decades for specifically in O-rings. And as you know, the cost of failure in some of these applications is so high, 

and the relative cost of an O-ring versus the overall price of the equipment and what we're trying to do in the fab 

environment is relatively low. And so, the stickiness of those relationships and then the demonstrated quality of 

the performance over decades has really allowed us to be as relevant today as we were when we first introduced 

the material decades ago. 
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And we continue to innovate and work with both the fab customers as well as the equipment designers to make 

sure that we can accomplish the increasing complexity of chip architectures and process designs. And it's not 

trivial to be able to take those thousands of parts and components that are going into a piece of semiconductor 

fabrication equipment and make sure that that's going to be performing with the consistent uptime that the 

customers demand. 
 .....................................................................................................................................................................................................................................................................  

Christopher Parkinson 
Analyst, Mizuho Securities USA LLC Q 
Very helpful. Thank you so much. 
 .....................................................................................................................................................................................................................................................................  

 

Operator: Your next question comes from the line of John Roberts from UBS. Your line is now open. 
 .....................................................................................................................................................................................................................................................................  

Joshua Spector 
Analyst, UBS Securities LLC Q 
Yeah. Hi. This is Josh Spector on for John. Just a question on CapEx for this business. I think you talked about 

growth investments in basically every major sub-market that you went through. So, just curious, is this a growth 

and investment cycle you're going through and what's the level of rough CapEx you're spending now? And does 

that come down a couple years from now or does that stay at whatever level we're at now to maintain this 5%-

plus growth you're targeting? 
 .....................................................................................................................................................................................................................................................................  

Jon D. Kemp 
President-Electronics & Industrial, DuPont de Nemours, Inc. A 
Yeah. Good question, Josh. When you look at the CapEx intensity of this business, one of the things I really like 

about it is that the vast majority of the investments are smaller, low-risk, high-return projects that scale quickly. So 

it's very different than what you see from big polymer line expansions, even what we talked about previously with 

the Kapton expansion or a Tyvek expansion. These are small, low-risk, high-return, high-value projects that we 

can execute relatively quickly. 

 

From an overall CapEx standpoint, I think we've been in kind of the 4% to 5% range over the last few years. We'll 

continue to monitor the capacity that's needed to support the growth in some of these spaces. Obviously, we're 

also looking at where can we go asset-light and employ contract manufacturers and other partners to help 

supplement that, and we do a fair amount of that in this particular business as well. So, not hugely capital 

intensive, but very low-risk, high-return type of projects. 
 .....................................................................................................................................................................................................................................................................  

Joshua Spector 
Analyst, UBS Securities LLC Q 
Thanks. That's helpful. And just trying to think about overall sales context of OEM versus aftermarket. You 

highlighted that on the Kalrez side. If you were to look at the overall industrial portfolio, how much would you say 

is more of that consumable aftermarket type sale versus the initial OEM sale? And are margins different among 

those two markets or significantly different? Thanks. 
 .....................................................................................................................................................................................................................................................................  

Jon D. Kemp 
President-Electronics & Industrial, DuPont de Nemours, Inc. A 
Yeah. Maybe the way I would characterize it is the sort of the replacement or the maintenance element of the 

business is pretty specific to the Kalrez. I guess you've got it a little bit in the Vespel business when you're talking 
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about aerospace engines as well, and there is some maintenance for that. Across the broader portfolio, most of 

the business is specified in by designers and the – you're not – it's very much connected to unit-driven growth in 

the end markets. 

 

So, whether you're talking about semiconductor or displays, or pharmaceutical and medical devices, 

biopharmaceutical manufacturing, it's very much unit-driven. In that case, it's similar to the rest of the E&I 

portfolio. There's not an appreciable difference in margin profile between the original specced in design sales 

versus what may be done on a replacement basis. Both sides of that equation have fairly attractive margin 

profiles. 
 .....................................................................................................................................................................................................................................................................  

Joshua Spector 
Analyst, UBS Securities LLC Q 
Thank you. 
 .....................................................................................................................................................................................................................................................................  

 

Operator: Your next question comes from the line of John – I'm sorry – your next question is from Bob Koort 

from Goldman Sachs. Your line is now open. 
 .....................................................................................................................................................................................................................................................................  

 

 
Q 

Oh, sorry. I was on mute. This is actually [ph] Mike Harris (00:37:08) sitting in for Bob this morning. Jon, I was 

wondering if you could maybe speak to what you consider the defensive moat around your business to be and 

perhaps talk to your source of confidence that you're able to maintain your market-leading positions. 
 .....................................................................................................................................................................................................................................................................  

Jon D. Kemp 
President-Electronics & Industrial, DuPont de Nemours, Inc. A 
Yeah. Thanks, [ph] Mike. (00:37:28) I think really the strength of the business comes down to the unique materials 

that we have that are delivering very specific properties across a broad range of applications and the quality of the 

customer relationships as we are working with those customers to use these materials in very complex design 

decisions and components that have a fair amount of compatibility, performance and reliability with other 

materials in a complex system design. So they're proven materials, they work, and we've demonstrated the ability 

to continue to innovate with our customers to maintain that level of performance and compatibility and purity 

across the different range of applications. 

 

So the – and I guess the last element is, the purity level of consistently making some of these materials from a 

manufacturing standpoint is not trivial. And so, thinking about new entrants into the space, scaling up and making 

some of these materials and then putting them into a complex end use system is not a trivial exercise, right? And 

so it comes down to risk management for many of our customers. And it's just not worth the risk to put an 

unproven material into some of these complex system designs. 
 .....................................................................................................................................................................................................................................................................  

 

 
Q 

Okay. Thanks. That was very helpful. 
 .....................................................................................................................................................................................................................................................................  

 

Operator: Your next question comes from the line of Aleksey Yefremov from KeyBanc. Your line is now open. 
 .....................................................................................................................................................................................................................................................................  
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Aleksey Yefremov 
Analyst, KeyBanc Capital Markets, Inc. Q 
Good morning. Thank you. Could you discuss the margins for this IS portfolio overall and then what products 

have above average or below average margins? And maybe what are the margins' trends? Do you expect them 

to increase over the next few years? Does it remain stable or decrease? 
 .....................................................................................................................................................................................................................................................................  

Jon D. Kemp 
President-Electronics & Industrial, DuPont de Nemours, Inc. A 
Yeah. Thanks, Aleksey. I think the businesses that we highlighted today are certainly the ones that have very 

attractive margin profiles. I think as we said before, the overall Industrial Solutions is above the DuPont average 

and in line with the E&I segment average. When you look at Kalrez, Vespel, the health care business and 

displays, all of those are very high margin businesses. And when you look at some of the other product lines in 

the rest of the portfolio, the margins are solid, maybe not as quite as high as some of the four that I mentioned. 

 

In terms of how to think about it going forward, certainly, we continue to see – the margins have been relatively 

stable to increasing slightly over the past few years. And we would continue to – and mostly that's driven by 

improvements in the mix. So, as some of those higher margin product lines also happen to be the faster growing 

parts of the portfolio, you'll see some natural margin expansion just from a mix standpoint and then we'll continue 

to drive productivity and operating leverage as well. So, I think, we'll be stable to slightly positive over time. 
 .....................................................................................................................................................................................................................................................................  

Aleksey Yefremov 
Analyst, KeyBanc Capital Markets, Inc. Q 
Thank you. 
 .....................................................................................................................................................................................................................................................................  

 

Operator: Your last question comes from the line of Laurence Alexander from Jefferies. Your line is now open. 
 .....................................................................................................................................................................................................................................................................  

Laurence Alexander 
Analyst, Jefferies LLC Q 
So, good morning. I have two questions. First, how much are share gains contributing to your expected growth 

rate compared to the end markets and just the regular price mix? And secondly, can you revisit sort of the growth 

investments you're doing? Can you give some sense of the scale and what sort of run rate CapEx should be over 

the next, say, three, five years, given all the announcements from the electronics industry about expanding 

capacity? 
 .....................................................................................................................................................................................................................................................................  

Jon D. Kemp 
President-Electronics & Industrial, DuPont de Nemours, Inc. A 
Yeah. So, let me tackle the second one first and then maybe repeat the first, and I want to make sure I heard it 

correctly. 
 .....................................................................................................................................................................................................................................................................  

Laurence Alexander 
Analyst, Jefferies LLC Q 
Okay. So the first one was just as you look at the targeted sales rate, you have your end market – your 

expectations for end market growth embedded in there and then presumably some price mix. How much do you 

have explicitly for share gains, parts of your business where you are... 
 .....................................................................................................................................................................................................................................................................  
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Jon D. Kemp 
President-Electronics & Industrial, DuPont de Nemours, Inc. A 
Got it. 
 .....................................................................................................................................................................................................................................................................  

Laurence Alexander 
Analyst, Jefferies LLC Q 
...where you know for sure that you are outpacing the competition? 
 .....................................................................................................................................................................................................................................................................  

Jon D. Kemp 
President-Electronics & Industrial, DuPont de Nemours, Inc. A 
Yeah. I think the vast majority of the growth in these spaces – because we are the number one or number two 

position in each of these markets, the bulk of the growth is coming from underlying market growth rate and then 

content increases in next-generation technology that favor some of our materials. When you think about share 

gains in the portfolio, there are opportunities for us to gain share in places, but most of it is really about 

maintaining our leadership position and then increasing the content as we move to next-generation designs 

across the different segment opportunities. 

 

In terms of the capital intensity of the business, I think that that 4% to 5% is where we are today. I think that we've 

got a fair amount of sold-out assets that we're investing to expand in, as I alluded to. And that's really driven by 

the dramatic growth that we saw in the last year, year-and-a-half that was obviously beyond what we would 

expect from our normal growth rate. So, as I – and then as I mentioned before, most of the investments in this 

business are relatively small-scale investments, quick to build out, quick to scale, so low risk, high return. And I 

would think that that 4% CapEx going forward is kind of how we ballpark it. 
 .....................................................................................................................................................................................................................................................................  

Laurence Alexander 
Analyst, Jefferies LLC Q 
Thank you. 
 .....................................................................................................................................................................................................................................................................  

Patrick Fitzgerald 
Investor Relations Contact, DuPont de Nemours, Inc. 

Thanks, Jon, and thanks to everyone who joined today. We hope you found this teach-in helpful to better 

understand the Industrial Solutions business. If there are additional questions, our Investor Relations team is 

happy to have a follow-up discussion with you. 

 

As a reminder, today's webcast was recorded and will be available for replay, along with the slide presentation on 

the Investor Relations section of the DuPont website. You can also find replays of our previous teach-ins for 

Semiconductor Technologies and Interconnect Solutions on our website. 

 

Please plan to join us on March 24 for our next teach-in event where we'll cover the Water Solutions business 

within Water & Protection. 

 

This concludes our call. Thank you again. 
 .....................................................................................................................................................................................................................................................................  

 

Operator: Ladies and gentlemen, this concludes today's conference call. Thank you for participating. You may 

now disconnect. 
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