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ONE EMERSON

ONE-YEAR PERFORMANCE

Years ended September 30

Dollars in millions, PERCENT
except per share amounts 2016 2017  CHANGE
Sales $14,522 $15,264 5%
Gross profit $ 6,262 $ 6,404 2%
Earnings before interest

and taxes $ 2504 $ 2,500 )
Earnings from

continuing operations $ 1590 $ 1,643 3%

Earnings per share from
continuing operations $ 245 $ 254 4 %

Adjusted earnings per
share from continuing

operations* $ 245 $ 264 )
Dividends per share $ 190 $ 1.92 1%
Operating cash flow from

continuing operations $ 2499 $ 2,690 8 %
Dividends as a percent of

free cash flow from

continuing operations 60% 56%

FIVE-YEAR PERFORMANCE

Years ended September 30

Dollars in millions, FIVE-YEAR
except per share amounts 2012 2017 CAGR
Sales $17,349  $15,264 3)%
Gross profit $ 7,227 $ 6,404 )%
Earnings before interest

and taxes $ 2,602 $ 2,500 L)%
Earnings from

continuing operations $ 1,444 $ 1,643 3%
Earnings per share from

continuing operations $ 196 $ 254 5%

Adjusted earnings per
share from continuing

operations* $ 254 $ 264 )
Dividends per share $ 160 $ 1.92 4%
Operating cash flow from

continuing operations $ 2336 $ 2,690 3%
Dividends as a percent of

free cash flow from

continuing operations 65% 56%

*Adjusted earnings per share exclude Valves & Controls’ first year
acquisition accounting charges of $65 million after-tax, $0.10 per share
in 2017, and a goodwill impairment charge of $425 million after-tax,
$0.58 per share in 2012.



By concentrating on the most complex and important
challenges facing process, industrial, commercial and

residential markets, we have the opportunity to make
the world a better place.

David N. Farr

Chairman and Chief Executive Officer




61 Years

of Increased Dividends

$2.64

EARNINGS
PER SHARE*

$1.92

DIVIDENDS
PER SHARE

1956

2017

*2017 earnings per share exclude a loss from discontinued operations of $0.19 and Valves & Controls first year acquisition accounting charges of $0.10.

Dear Shareholders:

Our global team began fiscal 2017 with a

unified vision for the future. We set a course

to strengthen our core businesses, serve our
customers in new and innovative ways, increase
revenue, expand our margins and return to a
premium valuation. Thanks to the hard work of
employees around the world, that vision is taking
shape. Today, | see One Emerson — unified in

our efforts and working to address critical world
needs. By concentrating on the most complex and
important challenges facing process, industrial,
commercial and residential markets, we have the
opportunity to make the world a better place.

As | reflect on 2017, | am proud of all that we
have accomplished. This year we completed

our strategic portfolio repositioning, a journey
we started more than two years ago. Building
on a foundation we’ve laid over decades, we
enhanced our expertise and solidified our
leadership positions in key industries. We are
now strongly aligned around the two platforms
that will propel us forward: Automation Solutions
and Commercial & Residential Solutions. These
platforms share many strategic leverage points
and enable us to expand into adjacent markets,
fuel growth, and serve as stewards for our
industries. And we have already seen growth —
organically, by adapting to meet customer
challenges in new and innovative ways, and
through targeted M&A such as the acquisition of
the Pentair Valves & Controls business.




We see our markets evolving to be
digitally enabled and reliant on data
as a means to improve operational
execution and profitability.

LETTER TO SHAREHOLDERS
(CONTINUED)

Adding Valves & Controls to our business is an
example of the opportunities we see to expand
key areas of our business and deliver end-to-
end customer solutions. We now have the
most complete valves portfolio in the market.
With Valves & Controls, we can work with
customers in new ways, such as serving as their
main valve partner on greenfield projects or
providing comprehensive, data-driven lifecycle
management across a complete portfolio of

valve assets. We are fortunate to have expanded

our talented global workforce through this
acquisition. Over the past six months it has been
gratifying to see firsthand that the Valves &
Controls employees share a common culture with
Emerson, one focused on growth and serving
customers with distinction. | welcome them to

the Emerson family and | am proud to say that our
combined valves workforce brings unparalleled
skill and knowledge to serve our customers.

We see our markets evolving to be digitally
enabled and reliant on data as a means to improve
operational execution and profitability. But
solutions must go well beyond just collecting

data from devices. The data must be interpreted
and transformed into actionable information —
information that gives customers concrete

steps to fix problems and enhance performance.
Whether it’s monitoring food throughout the cold
chain or replacing a deteriorating valve that could
cause costly downtime, we enable customers

to optimize operations and increase reliability,
efficiency and safety. Further, our strong market
presence and ability to expand existing products




2017 SALES BY
GEOGRAPHIC DESTINATION

Latin America
. . 5%
Middle East/Africa

6% ’-

Europe
16% .
United States
and Canada
52%
Asia
21%

and technologies means we will continue to
provide customers with additional layers of
actionable data in key areas, such as simulation,
monitoring and security.

Investing in the people who work on these
technologies is just as important as investing in
the technology itself. We could not have achieved
success in 2017 without the dedication and
commitment of our employees worldwide. As

we look to maintain leadership in our industries
and deliver results for customers, our employees
are leading the digital transformation. Emerson

is committed to ensuring our employees have
the training and tools to fulfill their potential.

We are also building the future of our industries

by supporting the development of the next
generation of innovators and problem-solvers

FREE CASH FLOW
AS A PERCENT OF SALES

1309 14.1% 14.5%
12.9% 13.2%
11.5%*

13 14 15 16 17

* Adjusted free cash flow as a percent of sales. Excludes
$424 million of income taxes paid on divestiture gains.
Unadijusted free cash flow as a percent of sales was 8.9%.

through our “We Love STEM” program. From
“We Love STEM” days, which support school-
age activities, to partnering with colleges on
programs to develop and retrain workers for the
digital manufacturing era, Emerson is promoting
STEM awareness. We see these efforts as
foundational to developing needed talent for the
future of Emerson and the industries we serve.

Just as our people are critical to our success, So
are the core values that guide us and serve as the
common language across our global organization.
Emerson has always operated with the highest
ethical standards — it is ingrained in our DNA.
However, as we grow and evolve as One Emerson,
we recognize the need to do more, which is why
we introduced a renewed discussion on values
this year. We interviewed more than 100 of our




Emerson has always operated with
the highest ethical standards —
itis ingrained in our DNA.

LETTER TO SHAREHOLDERS
(CONTINUED)

senior executives across the globe and reviewed
14,000 employee survey responses on the topic
of ethics and values within local organizations.
These efforts surfaced the things we hold most
important as Emerson employees: integrity,
safety and quality, supporting our people,
customer focus, continuous improvement,
collaboration and innovation. These intrinsic
values affect not only the way we work, but our

strategic framework for investment, which has

evolved to meet our changing environment.
Our values also unify us around a common
understanding and provide clear direction and
priorities. For more information on our values,
| encourage you to visit OneEmerson.com.

The communities in which we operate and where
our employees live are just as important as their

work environment. Every year, we contribute to
organizations and initiatives around the world that
improve quality of life. Through our corporate
philanthropy and employee volunteerism, we
work to make our communities better and more
attractive places to live and work — not just for
the benefit of our own employees and their
families, but for everyone who calls them home.
Emerson has long embraced a culture of taking
responsibility for our actions and that includes the
impact we have on the environment. In that spirit
of responsibility, we enhanced our Corporate
Social Responsibility (CSR) report to align with
key industry reporting standards and inform

our stakeholders of our efforts to reduce energy
consumption, improve productivity, ensure the
safety and well-being of our employees, and
enhance our communities. As a global citizen
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and good steward of the environment, we are
committed to continuing these efforts. This
report is a demonstration of that commitment,
and we will continue to keep all of our stakeholders
informed of our progress. Our CSR report is
available on our website, and | encourage you
toread it.

I would like to extend thanks to our Board of
Directors for faithful and insightful counsel and
guidance. The Board has been actively engaged
throughout Emerson’s transition, and their
oversight and support has been instrumental

in transforming the company.

On a sad note, this year we lost a legendary
leader and a great friend with the passing of
Charles F. Knight. He had an immeasurable
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The Office of the Chief Executive
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impact on Emerson and on everyone who knew
him. | encourage you to read the tribute to Chuck
on the inside back cover of this report.

Finally, on behalf of the Board of Directors and all
of us at Emerson, we thank our shareholders for
the continued support and trust you place in us.
Together, we will continue to grow the business
profitably for a successful future.

Thank you, and we wish you a healthy and
prosperous 2018,

(JosaN s

David N. Farr
Chairman and Chief Executive Officer






transforming
guality of life, one
breath at a time

Clean air is a life-changing need for millions in
China. High-efficiency heat pumps - powered
by Emerson technology - are reducing China’s
reliance on coal-burning heat, which pollutes
the air with harmful emissions. These electric-
powered heat pumps take advantage of
natural outdoor temperature differences

to create heat in the winter and cooling in

the summer. Emerson’s scroll compressor
technology enables sustainable heating,
while delivering efficient indoor comfort to

homes in northern China.

Galen Yin

Vice President, China,
Commercial & Residential Solutions



Advancing energy efficiency
to meet critical needs in China

Emerson engineers pioneered new heating technology
for our Copeland Scroll™ compressor. Heat pumps
with this revolutionary scroll technology can operate
efficiently when temperatures are below freezing,
providing significant cost savings when compared

to traditional heat pumps. The expanded use of heat
pumps drives lower CO, emissions by more than

60 million tons each year.

L]

Learn more on our website:
AnnualReport.Emerson.com

20 percent

Emerson’s Copeland Scroll
heating technology is

20 percent more energy
efficient than a traditional
coal-fired boiler system.

Breathing cleaner air

Emerson’s technology is having a significant impact:

In 2017, more than 200,000 Emerson-powered heat
pumps were installed throughout China in apartment
buildings, villas and other residential community
developments, as well as commercial buildings/spaces.
The heat pumps have contributed to a reduction in coal
use and carbon emissions, improving overall air quality
and living standards.



e " solution, our engineers work side by side with

e

/i system manufacturers and industry leaders

~ toadvance critical heating technologies.
Emerson develops technologies that deliver
better quality of life, efficiency and comfort,
such as our enhanced vapor injection, a
heat pump feature that helps achieve

- significant energy savings and sets us
apart from.competitors,—



In 2017, Emerson played
asignificant role in

advancing new heat pump
technologies in Beijing.

Galen Yin
Vice President, China,
Commercial & Residential Solutions

Rural heating

In many rural areas, residents are able
to use individual heat pump units for
their homes rather than relying on
inefficient and unsafe coal-fired boiler
heating technology of the past.




Commercial heating

Commercial buildings can rely on a
central heat pump unit for an entire
building — resulting in more efficient,
clean heating.
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District heating

Heat pumps are scalable to allow

centralized heating for surrounding
apartment complexes, driving cost
and energy efficiency.







safeguarding
the world’s
food supply

Innovative technology is playing an increasingly
vital role in protecting food as it travels through
the behind-the-scenes transport and storage
network known as the cold chain. With our
deep industry expertise and broad technology
portfolio across every link of the cold chain, we
take a total-channel approach as we provide
monitoring technologies to maintain food
quality and safety - from harvest to store
shelves and every stop in between.

Mark Dunson

Group President, Electronics & Solutions,
Commercial & Residential Solutions



Making smarter,
data-informed decisions

Real-time data gives 24/7 insight into the foods we
feed our families, enhancing safety and reducing

risk of expensive and unnecessary global waste.

This data, collected through the cold chain journey,
provides a full picture of any perishable item’s path,
helping our customers make informed decisions that
support not just safety and quality but sustainability
efforts and regulatory compliance.

L]

Learn more on our website:
AnnualReport.Emerson.com

The global food industry
loses $750 billion annually
due to insufficient cold
chain systems.

9 out of 10 adults are
concerned about food
safety, according to a
recent Emerson survey.
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Our customers are very
interested in tracking
shipments because a single
shipment of produce can
be worth hundreds of
thousands of dollars.

Kent Moya
Director of Systems Architecture,
Commercial & Residential Solutions




Fresh from farm
to fork

The average American meal
travels about 1,500 miles from
farm to fork. Emerson plays a
critical role in monitoring food
surface temperature to ensure
it reaches the destination safely.
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We are

transforming
power industry
Innovation

The critical and increasingly complex power
industry, where a single mistake can mean
costly and extended customer downtime, is
faced with an aging infrastructure. Emerson’s
decades of experience and expertise, built
directly into our Ovation™ control systems,
are the foundation for a virtual plant
environment that simulates actual plant
equipment and processes. This “digital twin”
gives customers the freedom to innovate and
try new ways of optimizing plant environments
in a virtual world without risking harm to

physical plant operations.

Bob Yeager

President of Power & Water Solutions,
Automation Solutions

17



Turning simulation into action

Emerson built “digital twin” virtual plant functionality
directly into our Ovation control software for power
generation plants. Synchronized data between the
real and virtual plant allows operators to test changes
in a simulated environment before implementing
them in the real world. This comprehensive and
unique approach expands business opportunities

for Emerson by helping our customers identify
operating efficiencies, improve safety and decrease
unscheduled maintenance.

L]

Learn more on our website:
AnnualReport.Emerson.com

1.3M

Emerson automates
1.3 million megawatts
of power worldwide.

3.5M

Ovation uses more than
3.5 million lines of code
to build continuous
high-fidelity virtual
plant simulations.



)

~ twin,” an exact virtual replica, provides =~

controlled training for the next generation

~_ofengineers in away that’s never been
done in this industry. Using data delivered by
our Industrial Internet of Things connected
devices throughout the plant, the virtual
environment helps operators learn to
recognize and manage abnormal operations
and to run the plant efficiently and profitably.
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The top three benefits
of the ‘digital twin’ are
reduced operating cost,
improved safety and
virtualized training.

Isaac Slaughter
Simulation Engineer,
Automation Solutions



Simplifying complexity
to deliver actionable
information

The “digital twin” analyzes and
interprets Ovation control system
data to present real-time actionable
information to the operator.

Reducing the
fear factor

Fear of disrupting a 1,000 megawatt
plant had been a roadblock to
hands-on, in-plant training.
Emerson is changing that with
leading virtual simulation

training technology.
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creating an
unmatched Final
Control portfolio

Global manufacturers rely on valves to control
critical processes and ensure safety in their
plants. Today, they also want the associated
hardware and controls packaged together for a
complete controls solution. This year, by adding
Pentair Valves & Controls to Emerson’s leading
Final Control business, we now have the valves,
actuators and instruments that help us create
fully automated, safety-certified customer
solutions. Customers in this space are counting
on partners for complete valve solutions:
Emerson is now the only company with the full
portfolio of valves and associated technologies.

21
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Ram Krishnan

Group President, Final Control,
Automation Solutions



Driving Top Quartile
performance

Removing uncertainty and risk from plant operations
with a complete line of leading valve technologies and
comprehensive monitoring and service is a winning
equation, helping operators achieve Top Quartile
performance — optimized production, improved
reliability, reduced emissions and increased safety.

L]

Learn more on our website:
AnnualReport.Emerson.com

30 percent

Top Quartile manufacturers
have 30 percent lower
emissions and use

30 percent less energy
compared to their peers.
They also achieve 4 percent
higher availability and half
the maintenance costs.
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addition of the Valves & Controls business

S a once-in-a-generation opportunity. It
increases our presence in key end markets,

such as mining and chemical, while

addressing critical automation customer

needs. Customers are looking beyond pure
process control to partners who can help

them optimize operational performance

and speed their supply chains. Our enhanced
service capabilities and on-site presence 3
for customers enables us to monitor and
replace valves as needed and provide
comprehensive lifecycle management for
all their valve assets.



Customers want a full
package from one vendor.
They want a complete
valve offering, controllers
and actuators from a
single supplier.

Trevor Shanks

Vice President Isolation Valves,
Automation Solutions

Enabling safer and
more productive
plant operations

Emerson now has the ability

to provide end-to-end safety
technology, which includes

the valves, actuators and digital
valve controllers for the
isolation valve space.




The valves and controls
acquisition allows Emerson
to participate in markets
that were tougher to reach
before, specifically in the
discrete and hybrid space.

John Wilson
Vice President of North America Sales,
Final Control, Automation Solutions







accelerating
the next generation .
of Innovation

Emerson innovators are changing the world

as they bring ideas to life in our cutting-edge
collaboration center. The Helix showcases

four ecosystems - supermarkets, commercial
kitchens, residential homes and commercial
buildings - under one roof, allowing our experts
to test concepts in real-world scenarios. The
ability to interact with these environments
firsthand promotes creativity, enabling us to
approach industry issues from new perspectives.
The Helix is instrumental in helping our teams

work with customers to uncover the world of

possibilities in addressing the most complex
challenges facing our industries. Rajan Rajendran

Vice President of Systems and Innovation,
Commercial & Residential Solutions



Leading the way as
industry stewards

The Helix fosters a new way of thinking, focused on
creative collaboration both inside and outside of
Emerson. As equal parts imagination sandbox and real-
world proving ground, the Helix drives evidence-based
insights for our customers. These crucial learnings can
be shared with regulators, empowering them to create
new or better standards to govern their markets as we
collectively work to be good stewards of the industries
we serve.

L]

Learn more on our website:
AnnualReport.Emerson.com

1,200

The Helix hosted more

than 1,200 visitorsin 2017,
including equipment
manufacturers, wholesalers,
contractors, building
managers, supermarket and
convenience store operators
and restaurant owners.



redefining
creativity .
The Helix is shaking u h ideation and

development process, creating solutions
ahead of the pace of change. When our

customers enter the Helix, they see a world

of possibilities to work with Emerson in

ways they’ve never considered. Foodservice
customers can develop and test food waste
solutions in our working commercial

kitchen. Our two-story home enclosed in

a temperature and humidity controlled
environment — the only one of its kind in the
world —enables us to adjust simulated outside
humidity and temperature conditions, testing
HVAC concepts in a controlled atmosphere.




Scaled for real life

The Helix offers nearly 40,000 square
feet of controlled ecosystem testing
space, a real-world laboratory that
enables fast-track innovation from
concept to execution.




The Helix is about giving
form to vision. It’'sa
mindset. It’s a way to think
through problems that

are increasingly complex
and interconnected.

Stuart Morgan
Innovation Lead at the Helix,
Commercial & Residential Solutions

Replicating retail space
to spur innovation

Our Helix supermarket has everything
but the shoppers, making it possible
to test new refrigeration formats

and system-level energy efficiency
concepts for the food retail industry.







driving
connectivity

Emerson has long been the leading supplier
of the equipment that makes a production or
process plant work - the valves, instrumentation
and control systems and software. Today, we
securely connect much of that equipment to
the Industrial Internet of Things to deliver the
data and the applications customers need

to efficiently manage operations. Emerson
technologies measure plant activity that has
never been measured before, helping our
customers run safer, more efficient, cost-
effective plants so they can outperform

their competition.

Bob Karschnia

Vice President and Wireless General Manager,
Automation Solutions



Certainty in decision making

Knowledge is power. Emerson provides a wide range of
the most innovative and reliable sensors in the world.
Our easy-to-use software applications interpret the
sensor data to move customers from “I think | know”
to “l know.”

32,000

Emerson has installed
32,000 wireless networks
with 10 billion operating
hours.

30 percent

Predictive maintenance
can lead to a 30 percent
reduction in maintenance
costs and a 70 percent
cut in downtime from
equipment breakdowns.

L

Learn more on our website:
AnnualReport.Emerson.com
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temperature,
and more. Analytl ‘s'blstware then mterpret
that data to determine the action needed,
-such as replacing a piece of equipment or
‘addressing a hazardous condition. This data _
= also fuels predictive maintenance, which :
_ ultimately translates into reduced energy

consumption, improved safety and

lower emissions.




The Industrial Internet of
Things is really all about
collecting information,
connecting it all together
and then helping our
customers make more
sense of it.

Brian Joe
Global Wireless Product Manager,
Automation Solutions “_



Customers talk about
being datarich, but
information poor. We

are bridging that gap so
they can make informed
decisions and take action.
Melissa Stiegler

Director of Wireless Product Management,
Automation Solutions

s e

Delivering scalability
and mobile access

Plantweb is scalable from one type
of asset or one facility to an entire
enterprise, and is available on mobile
platforms, allowing customers to
make decisions from anywhere.










































































































































Charles F. Knight

The void felt at Emerson and across the
business world by the loss of Charles F.
“Chuck” Knight is a measure of the man’s
spectacular contributions to our company,
our customers and the industries we serve.

As a business leader, Chuck achieved
legendary status. When he took Emerson’s
reinsin 1973, the company had a dozen
divisions generating total revenues of
$1 billion. When he stepped down in
2000, Emerson comprised more than
60 businesses with revenues totaling
over $15 billion. Moreover, Chuck

had transformed the company from a
domestic manufacturer into a global
industrial technology leader, all while

I N I\/I E I\/I O R I A I\/I maintaining an astounding record for

continuous earnings and dividend growth.

Simultaneously, Chuck found time to
provide the St. Louis area with energetic,
farsighted and philanthropic leadership
in education, healthcare and other
critical areas.

He left both Emerson and St. Louis better
and stronger. While we mourn his loss, we
will long remember his astonishing legacy.

Albert E. Suter

If a force existed in nature to match
that of Chuck Knight, its name was
Albert Edward Suter. As Senior

Vice Chairman and Chief Operating
Officer for 22 years, Al not only
helped lead our growth, he also
enriched our lives with his infectious
blend of intensity, enthusiasm

and fun. His spirit lives on in
Emerson’s culture.






