
BALL CORPORATION VS. OWENS ILLINOIS

Background

Ball (BLL)
History
Out of Buffalo, New York in 1880, Five Ball brothers (Edmund, Frank, George, Lucius and William) who had a collective total of $200, purchased the Wooden Jacket can company from A. W. Aldrich which produced “wood-jacketed tin containers to hold paint, varnishes and kerosene” (reuters.com).  
In 1884, the brothers renamed their company Ball Brothers Glass Manufacturing Company (BBGMC).  At this time, they started making the product they are most well known for; home canning jar.  This business grew by 1922 into what is known today as Ball Corporation (BLL) and has expanded their product line due to the advancement of technology and needs.  They believe in “thinking about the things we do every day as a global company and how our activities interact with our world” (www.ball.com).
Products

After much growth, Ball has come a long way from their founding wood jacketed tins.  They now produce a wide variety of products which includes, but is not limited to: high quality “metal and plastic packaging, primarily for beverages, foods and household products, steel food cans, steel aerosol cans, polyethylene (PET) and polypropylene plastic bottles for beverages and foods, plastic pails, steel paint cans and decorative steel tins.  Ball also designs, develops and manufactures aerospace systems for the Department of Defense, NASA, and other subcontractors for the U.S. government” (reuters.com).
Geographic Locations
Ball Corporation has many locations positioned all over the globe, including: North America, South America, Europe and Asia.  In the 1960’s Ball tried to globalize their company but were not successful until they became well established in the metal beverage container industry around the 1970's.  Since then, BLL started pursing joint ventures, acquisitions, and licensing to have facilities around the world.  They now operate in countries such as Mexico, Australia, Argentina, Brazil, China, Israel, New Zealand, Venezuela, Philippines, Taiwan, Thailand, Germany, France, Canada, Sweden, Poland, Serbia, Puerto Rico, and the United Kingdom.  
Each branch in every state across the US or each country across the world has its own function/product which accounts for the productivity of the company as a whole.  The majority of their net sales however, comes from metal beverage packaging in North America; including the United States, Canada and Puerto Rico.
Entering the Stock Market

Ball first went from a private company to a public company on July 13, 1972.  It sold over a million stocks at an initial offering of $26 per share.  On December 17, 1973 it was admitted to the NYSE under the symbol BLL.
Corporate Philanthropy

One important action of Ball’s past was the foundation of Ball Memorial Hospital.  Another was the bailout of a once bankrupt college in Muncie, Indiana who then continued on, giving back to the state, as what is well known today as Ball University.  
These are just a couple of the different actions by Ball that reflect the strong culture of social responsibility that it has shown throughout its history.  This culture comes from the strong foundation set by the original founding brothers.  According to the corporation website, "the five Ball brothers had one major principle that guided their personal and business lives: “if it changes people's lives for the better, it is likely a good decision."  This principle has helped to shape this corporation into what it is today and the preceding examples are a reflection of that.  
Owens Illinois (OI)

History

Owens Bottle Machine Company was founded by Michael J. Owens in 1903 when he invented the automatic bottle making machine. The company led the most revolutionary change in the glass industry since the invention of the blowpipe. Because it was such a great technological achievement, the automatic bottle making machine was nominated into the National Inventors Hall of Fame in 2007. As a result, Owens Illinois Inc. is recognized as a specialized glass container company in the Fortune 1000 and its business has expanded all over the world. Owens Illinois Inc. and its partners became the world’s largest manufacturer of glass containers. 
Products

The main business of Owens Illinois is the beverage industry and they are currently the world leader in alcoholic glass containers.  Owens Illinois Inc. produces and sells many different glass containers for beer, low alcohol refreshers, spirits, wine, food, tea, juice, pharmaceuticals, soft drinks and other non-alcoholic beverages.  
The Non- Alcoholic packaging includes Heinz tomato ketchup bottles and glass containers for PepsiCo.  By using the automatic bottle making machine, they were able to diversify the range of sizes, shapes, and colors of its bottles.  The company’s influence is so great that about one of every two glass containers worldwide is made by Owens Illinois Inc.  
Geographic Locations

The company headquarters was originally located in One SeaGate in Toledo, Ohio.  However, they recently moved to Perrysburg, Ohio in late 2006.  Today, their main customers consist of Inbev, Heineken, Foster’s, SABmiller and Saxco-Demptos, Molson/Coors and many others outside the US.  
Presently, Owens Illinois has a total of 83 glass manufacturing plants in 22 countries with nearly 30,000 employees.  It is the largest glass container manufacturer in North America, South America, Australia, New Zealand, China and Europe.  They have a strong corner on the olive packaging market in Spanish Sevilla area, are the sole manufacturer in the glass container food industry for Hungary and have a presence in the Australian pharmaceuticals market.
Two emerging markets for Owens Illinois are both Asia and South America.  In Asia, Owens Illinois teamed up with Budweiser, who is now producing and package in Owens Illinois bottles.  Glass Tableware is the second emerging industry, located in South America, where Owens Illinois has a stance in Brazil and Columbia providing them the ability to cover other markets through exports.

Corporate Philanthropy

According to the 2007 annual report, 83% of consumers choose glass packaging for food and beverages over other choices due to health concerns (Newton marketing and research) and since they have the ability to produce using 90% recycled glass, they advocate the importance of safe and recyclable products.  In order to use limited resources more effectively and efficiently, Owens promotes recycling projects and since glass is the only true “cradle to cradle” product, it can be easily recycled once it is sorted. At the same time the company routinely thinks of the safety of its products and ensures that their products do not contain any toxic materials that may harm customers.
Ratio Analyses

Leverage
Debt to Total Equity

Ball (BLL)
Ball’s total debt to equity from 2006 to 2007 decreased from 2.10 to 1.76; a 16.19% change.  This decrease brought them closer to the 1.12 industry average, but they were still 57.14% above the average. 
Owens Illinois (OI)

The debt to total equity ratio for Owens Illinois went from 15.3 to 1.7; an 88.9% change.  This was a great improvement, but it was still slightly 50% higher than the industry average.

Comparison
Both companies are making positive steps towards decreasing their debt.  Yet, Owens Illinois has a slight advantage over Ball, due to a recent sale of their plastics division.  Owens Illinois announced that they would use the majority of their funds to reduce senior debt.  This is shown in a sharp 46.9% decline in their debt of $1742.2M from 2006 to 2007.  However, this coupled with a drastic 613.2% increase in equity of $1830.7M is the cause for the severe change in Owens Illinois' debt to total equity ratio.  
Ball is only 3.4% worse than Owens Illinois.  The reason for the decrease in Ball's debt to total equity ratio is because Ball's debt decreased by 3.95% or $93.1M while their equity increased by 15.2% or $177.1M. 
Times Interest Earned

Ball (BLL)
The TIE ratio for Ball got worse from 2006 to 2007 and went from 3.30 to 2.80; a 15.5% decrease.  This made them 17.65% worse than the 3.40 industry average. 
Owens Illinois (OI)

On the other hand, the TIE ratio for Owens Illinois improved tremendously, going from 0.9 to 1.9 during 2006 to 2007; a impressive change of 111.1%.  However, it is still 44.10% worse than the 3.40 industry average.
Comparison
Ball had the better TIE ratio over the two year period but Owens Illinois has had the advantage over Ball in improvement during the same time period.  Owens Illinois' sale of plastics is again the reason for the remarkable increase and Ball’s decrease can be attributed to a decrease in EBIT from a legal settlement payout of $85.6M with Miller Brewing Company, which was prompted by a difference in the cost of their aluminum.
Liquidity
Current Ratio

Ball (BLL)
The current assets and the current liabilities both went up from 2006 to 2007 but the current ratio stayed relatively the same.  It was 1.21 for 2006 and 1.22 for 2007, resulting in a change of only 0.83%.  Ball does have a 15.86% lower current ratio than that of the industry average of 1.45; most likely due to the much higher debt structure Ball has when compared to the industry.  Because Ball is more leveraged than the industry, it is understandable that they would have more relative liabilities which would make the current ratio lower.

Owens Illinois (OI)

The current ratio for Owens Illinois was 1.03 in 2006 to 1.07 in 2007, which was an increase of 3.88%.  The current ratio for Owens Illinois was 26.20% lower than that of the industry in 2007.  Since Owens Illinois has been so much more leveraged than the industry, it would naturally have more of its assets financed by debt instead of equity.  Therefore, its liabilities would be relatively higher than that of the industry average making their current ratio lower.  
Comparison
Ball has had a higher current ratio than that of Owens Illinois from 2006 and 2007.  Therefore, it is the more liquid company of the two.  The reason for this difference is the fact that Ball's total current assets make up a higher percentage of its total assets than that of Owens Illinois.  For example, Ball's current assets are 30.15% and 30.61% of total assets while Owens Illinois current assets are 26.10% and 28.90% of total assets during the two year period.  
Quick Ratio

Ball (BLL)

Ball’s quick ratio was 0.50 in 2006 and 0.49 in 2007, which is a decrease of only 2.00%.  Ball’s quick ratio was very erratic from 2003 to 2005; going from 0.33 to 0.55 and back to 0.37 in 2003, 2004 and 2005 respectively.  

Owens Illinois (OI)

The quick ratio for Owens Illinois was 0.57 in 2006 and 0.65 in 2007 which is an increase of 14.04%.  The quick ratio for Owens Illinois has also jumped around from 2003 to 2005.  For example, it was 0.70, 0.59, and 0.72 in 2003, 2004 and 2005 respectively. 
Comparison
The quick ratio for Owens Illinois was higher than that of Ball for each of the last five years.   This is because a greater percentage of Ball's total current assets were made up of inventories than that of Owens Illinois.  For example, Ball's inventories were 53.11% and 53.62% of current assets in 2006 and 2007 respectively.  
However, Owens Illinois inventories were only 42.71% and 37.88% of current assets during the same time period.  Because inventories are the most illiquid of the current assets, this means that Owens Illinois current assets were more liquid than Ball's.  However, since Ball had more total current assets than Owens Illinois, it is the more liquid overall.
Cash Flow Per Share ($)

Ball (BLL)
The cash flow per share for Ball has remained very stable from 2006 to 2007.  It was $5.59 per share for 2006 and $5.61 per share for 2007; a change of only 0.36%.  Ball had a 43.11% higher cash flow per share ratio then that of the industry in 2007.  

Owens Illinois (OI)

Owens Illinois cash flow per share was 3.04 in 2006 and 4.59 in 2007 for an increase of 50.98%.  This dramatic change is mainly due to Owens Illinois sale of its plastics packaging division to Rexam PLC.  Leaving Owens Illinois’ cash flow per share at 17.10% higher than the industry average of 2007. 
Comparison
Ball has had a higher cash flow per share than Owens Illinois in each of the last five years.  In fact, Ball has consistently been above the industry average but only in 2004 and 2007 has Owens Illinois had a higher cash flow per share than the industry average.
Activity
Operating Cycle

Ball (BLL)
Ball’s operating cycle from 2006 to 2007 increased from 78 days to 84 days; a 7.69% change. This increase brought Ball closer to the 92 days industry average; leaving them 8.7% better than the industry average.  
Owens Illinois (OI)
Owens Illinois’ operating cycle from 2006 to 2007 increased from 115 days to 121 days; a 5.2% change. This brought Owens Illinois even further from the 92 days industry average and left them a total of 31.5% worse than the average.

Comparison
Both companies acquired additional days on their operating cycles.  Although their changes were very similar, Ball did increased more than Owens Illinois.  The catch however, is that Owens Illinois is still very far behind the industry average while Ball is better than the industry average, even with the increase.  Ball’s increase could be contributed to the fact that they acquired U.S. Can Corporation and the plastics division of Alcan Packaging.  Ball’s inventory increased from 16.01% to 16.58% of total assets; meaning it wasn't selling its inventory as quickly as before.  

Owens Illinois on the other hand, sold its plastics packing business and its inventory decreased from 11.15% to 10.95% of total assets; contributing to the increase we see.  However, the biggest reason for Owens Illinois’ increase in its operating cycle was because their net receivables increased from 11.15% to 12.71% of total assets.  This shows that the company was not getting money back as fast as they were in 2006.
Fixed Asset Turnover 

Ball (BLL)
Ball’s fixed asset turnover from 2006 to 2007 did not change at all; they stayed stagnant at 3.9.  The good news is that Ball’s 3.9 is still 11.43% above the industry average of 3.5.
Owens Illinois (OI)

Owens Illinois’s fixed asset turnover from 2006 to 2007 improved from 2.3 to 2.5; an 8.7% change.  This brought Owens Illinois closer to the 3.5 industry average, but they are still 28.6% below the average.

Comparison
Ball had a better fixed asset turnover than Owens Illinois from 2006 to 2007.  The cause for this was even though Ball and Owens Illinois had almost the same amount of sales in 2007, Ball did so with considerably less fixed assets.  For example: in 2007, Ball only had $1941.2M in fixed assets while Owens Illinois had $2950M despite selling of some of its fixed assets when selling its plastics division to Rexam PLC.  According to their annual balance sheet, Owens Illinois’ fixed assets decreased from $3,193.7M to $2,950M.  This decrease in fixed assets coupled with an increase in their sales revenue from $7,422M to $7,566.7M was the cause for the rise in Owens Illinois' fixed asset turnover over the two years.  
Profitability
Return on Average Total Assets (%)

Ball (BLL)
The ROA for Ball dropped 26.74% from 2006 to 2007.  This was mostly due to an $85M lawsuit and an increase of $686.1M in costs of goods sold (COGS) from 2006; Ball had negligible asset growth in 2006 to 2007.  In 2007, Ball was 21.52% below the industry average (6.04%) for ROA.

Owens Illinois (OI)

Owens Illinois saw a dramatic 673% growth increase in ROA from 2006 to 2007; bringing ROA to 2.98% in 2007 from -0.52% in 2006.  This increase is mainly due to the sale of the plastics division to Rexam for $1.042 Billion. The COGS remained steady and assets had a negligible increase from 2006 to 2007.  Owens Illinois’ 2.98% ROA for 2007 was 6.04% below the industry average; a 51% difference.  Owens Illinois has consistently been lower than the industry for 5 years.

Comparison
Ball shows consistent positive numbers, with the exception of the lawsuit and higher COGS.  On contrast, Owens Illinois has been struggling to remain profitable, shown by their sale of the plastics division.  Neither are as efficient as the industry in converting assets to net income; ROA for Owens Illinois was 51% lower and Ball was 21.52% lower than average in 2007.  With Owens Illinois at 2.98% and Ball at 4.74%, a 1.78% difference, this proves that Ball is much better at converting their assets to income than Owens Illinois.
Return on Average Total Equity (%)

Ball (BLL)
ROE for Ball decreased 31.93% from 2006 to 2007 and was 15.86% higher than the 2007 industry.  Shareholders’ equity increased $177.1M in 2007 and along with higher COGS and the $85.6 M lawsuit we discovered, this lowered Net Income; giving a lower year to year ROE.

Owens Illinois (OI)

Owens Illinois had a 562% increase in ROE  going from -5.09% in 2006 to 23.53% in 2007; backed with a 4,974.9% gain in Net Income, even though  there was only a 1.9% increase in sales year to year.  The industry showed a 22% lower ROE average at 19.36%.

Comparison
Owens Illinois and Ball show stronger than Industry ROE averages; Owens Illinois being 22% greater and Ball being 15.86% greater than industry.  Owens Illinois’ ROE was slightly higher than Ball at a difference of 1.10% in 2007; this was mainly due to the large sale of the plastics division.   Ball showed a stronger history of ROE growth and consistency than Owens Illinois with a 2006 ROE of 32.95% for Ball and a -5.09% for Owens Illinois.

Profit Margin (%)

Ball (BLL)
Ball had a decrease of profit margin from 2006 to 2007.  With an increase in sales to $7.389 billion (after legal settlements), there was an 11.6% increase from 2006.  However, it was offset by the 12.38% increase of COGS and a 14.65% decrease in net earnings.  Ball was 27.41% lower than the industry average of 5.18% for 2007.

Owens Illinois (OI)

Owens Illinois had a profit margin of 3.96%, leading to a 1170% increase from 2006.  The reason for this increase is because they were not profitable during 2006.  This is backed with a 4,974.9% increase in Net Income in 2007; due to the plastics sale in 2006.  Owens Illinois was 24% lower than the industry average of 5.18% in 2007.

Comparison

Ball and Owens Illinois both had lower than Industry average profit margins with 3.76% and 3.96% respectively.  Ball’s reason is due to a higher variable and a fixed cost of sales, whereas Owens Illinois’ sale of the plastics created a drastic increase in Net Income and a low sales increase.  Ball is historically stronger than Owens Illinois in profit margin and is more stable than Owens Illinois with comparison to the Industry.

Trends
When comparing Ball and Owens Illinois’ growth rates for the past five years, Ball outperforms Owens Illinois in many areas.  Some of the most prominent differences between the two companies are the disparities between their Capital Expenditures and Investments, Sales and Shareholder Equity.  

For 3 of the 5 years, both companies have been increasing their use of long-term debt. The reason why Ball is growing is prominently because in 2006 they are acquiring more assets, and increased their debt. In the past 5 years, Owens Illinois has increased their long-term debt by 6.12%.  However, in the past two years they have made tremendous strides to help reduce their long-term debt.

Sales for Ball is great compared to their ROA.  However, Owens Illinois had a fairly good sales growth rate for the past 5 years but their ROA was at a negative 2.57%.  It is also important to note that Ball’s ROE was at a positive 27.24% while Owens Illinois’ was at a -33.51% for the past 5 year’s growth trend. 

The Shareholders equity is a very important trend for the two companies as well.  While Ball’s 5 year growth trend was a positive 18.18%, Owens Illinois has been lagging at a -6.93%.  This could be contributed to the huge inconsistencies and unpredictability within Owens Illinois’ ratios, growth trends/rates and financial statements.

Executive Summaries

When comparing the differences between the two companies, the numbers seen for the 2007 year are fairly similar in almost every category.  However, when you look at the percent differences for each company during the 2007 year, you can then see where the differences lie between the two.  Therefore, you have to look at the numbers for the year ending 2007 and compare them to a constant which is the industry average.  
When you look into this information for both Ball Corporation and Owens Illinois, there are a few very significant differences.  These differences include Times Interest Earned, Cash Flow per Share ($), Operating Cycle (Days), Fixed Asset Turnover and ROA. 
· Times Interest Earned - Ball is doing significantly better than Owens Illinois; 47.36% better.  However, they are both below the industry average.  
· Cash Flow per Share - Both companies are performing better than the industry average; however, Ball is still outperforming Owens Illinois by 22.22%.  
· Operating Cycle (Days) – Ball is doing significantly better than Owens Illinois; 44.05% better, which amounts to 37 days.
· Fixed Asset Turnover – Ball is doing better than the industry while Owen Illinois is performing below the industry average; giving Ball a 56% advantage over Owens Illinois.

· ROA (%) – Ball is doing 59% better than Owens Illinois but both companies are both considerably worse than the industry average.
Most of the differences can be attributed to a few major reasons.  When analyzing Ball Corporation, two big events occurred during the year of 2006.  Ball acquired two acquisitions including U.S. Can Corporation and the plastics division of Alcan Packaging.  On the other hand, Owens Illinois sold their plastics division to British company Rexam PLC for $1.825 Billion.
This caused Ball’s assets to rise for the 2007 year and ultimately created a higher sales volume with COGS increasing at a comparable rate.  However, when you review Owens Illinois’ recent sale of one of their divisions, their assets decreased at a higher rate than their sales increased.  In all, Ball’s sales increased by 12.9% while Owens Illinois sales only increased by 1.9%.  This could be the main reason as to why, when compared, Ball’s financials are for more favorable than Owens Illinois’.
Conclusion

When looking over all the information for each company, it appears that Ball Corporation has been thriving more efficiently than Owens Illinois over the past two years; and the past 5 years as well.  However, Owens Illinois has been making significant progress with restructuring over the past two years; following the sale of their plastics division.  
The numbers, especially for Owens Illinois, are so inconsistent that it makes it very difficult to compare the exact reason why there was such a huge difference between the companies over the past few years.  As a result, all the numbers have been amplified/distorted (positively or negatively).
Over the past few years, Ball has steadily expanded their company and created a larger number of assets while Owens Illinois is contracting and decreasing their asset size.  Due the expansion of Ball, we feel that as an investor, it would be more beneficial to invest in Ball Corporation, vs. Owens Illinois, due to their overall performance currently and over the past 5 years.

