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We hosted our annual CEOs Unplugged Conference, with over 
50 corporates and c.400 investors. Companies remained 
constructive, particularly in data center for 2H26 and 2027. 
There is more upside than downside  for sector margins into 
2027. Rexel and Atlas stood out as confident in fireside chats.

We published two 'back to school' reports in the last two weeks: Part 1 and Part 2. 
In terms of recent new views on stocks, we made Legrand our Top Pick  (More ways to 
win...), and upgraded Kion to OW. We also reiterated our positive view on Mining 
Equipment (Copper: Something's gotta give), with Epiroc our preferred OW. We also 
stay Overweight Siemens Energy (Link) and Underweight Wartsila (Link). Our other 
Underweight ratings remain Signify and Kone. 

Our main takeaway from the 2026 Industrials CEO Unplugged Conference (full 
notes on request) was that data center demand continues to run ahead of 
expectations, while Electricals are maintaining discipline around order intake / 
delivery schedules. We found data center  optimism across a number of aspects. For 
example, Electrification companies see no change to customer ordering patterns 
after a strong 1H26, and they also push back on concerns around double ordering.  In 
addition, 2H26 sales growth in data center appears to be running ahead of initial  
expectations, and there is strong visibility into 2027, with no indications yet of any 
negative impacts from delays to data center build-out plans. From an 'Industrial' end 
market standpoint, we felt comments on US capex were constructive (eg gas 
infrastructure, auto), while any optimism on Europe was more idiosyncratic around 
Electrification (either grid or spend linked to thematic areas like heat pumps or 
HVAC). More broadly, construction commentary remained relatively subdued, 
though we  did not hear companies pointing to incremental weakness so far in 3Q26. 

On EBIT margins, we  think investors should not be concerned about any peaking 
in 2026. Cap Goods companies continue to get good traction on price rises, while 
ongoing productivity actions should continue to yield benefits in 2027. For project 
businesses, lessons have been learned from the last inflation spike in 2021-22, with 
companies now utilizing more wide-ranging hedging / inflation escalation clauses in 
contract terms and conditions. 

In terms of stocks, we felt that  Rexel and Atlas Copco stood out as relatively 
confident from their presentations. We were also encouraged by Schneider 
management continuing to highlight the internal focus on pricing excellence and 
productivity, while we continue to think risks on 2027 organic growth are skewed to 
the upside. On Siemens Energy, we felt the company was confident on the order 
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pipeline, though this message was consistent with recent company comments. 
Ultimately, nothing has changed in our view that the Siemens Energy  share price 
should grind higher as the 2028 multiple (11x EV/EBIT) rolls forward onto the higher 
2029 EBIT numbers (+23% 2029 EBIT growth). 

Five themes from the conference, where we had a range of companies presenting 
and meeting investors – across Gas turbines, Electrification, Cables, Mining 
Equipment, Elevators, and others: 

1) Data centers. In the short term, we were encouraged to hear Rexel's comments 
that data center demand was running ahead of expectations in 2H26. We see this as 
a positive read-across for white space data center exposed names in our coverage 
(eg Legrand), where organic growth could potentially accelerate into 2H26. We also 
noted that companies like ABB and Schneider pushed back on the idea of any 
double ordering. Specifically, Schneider laid out that their data center orders are 
backed by relatively high pre-payment levels, and they have specific roadmaps on 
volumes and architectures, with their top-20 data center customers looking three 
years out. On 800v DC, we heard a range of views on share of 2030 installations, 
with companies suggesting  10-20%, and ~25%. Ultimately, companies like Schneider 
and ABB saw their $ per MW opportunity  as relatively stable in this technology 
transition.  

2) US Activity - broad based strength across capex markets.  In recent weeks, the 
softer August ISM new orders raised some questions on the industrial demand 
picture in the US. We found that companies highlighted relatively broad-based 
strength in US markets. This was  clear from Atlas Copco's compressor commentary, 
where they highlighted benefitting from investments in gas infrastructure, solar 
panel investment, exposure to gas turbines, and US auto. Similarly, Siemens 
continued to highlight US as their strongest region for Digital Industries, noting that 
demand for the production of products going into data center was indirectly 
boosting demand for machine tools and therefore PLCs that were attached to 
machine tools. 

3) A strong picture for sector EBITA margins into 2027. In the last two years, we 
have seen analysts / investors try to call the top in Electrification / sector margins, 
after an extremely strong run of margin expansion since 2019. In listening to 
Electrification companies, we continue to be struck by the multiple levers possible 
for pushing margins higher. Incremental price in July in Electrification (eg Schneider) 
is being put through, and companies like ABB (EL North America), Schneider 
(productivity) and Rexel (AI, EU restructuring) all have idiosyncratic margin drivers. 
Based on upbeat commentary at the conference, our take would be that Electricals 
are more likely to surprise positively on margins into 2027 than to disappoint. The 
potentially more conservative message on margins was from Atlas Copco, 
particularly in Compressors, where the focus was growth (rather than margin 
expansion), given the ROCE of the business. That said, the company saw 
opportunities in both Compressors and Vacuum to increase market share, given 
their innovation in compressors and ability to ramp capacity in Vacuum. 

4) Inflation spikes in raw materials and gas / electricity. We found that companies 
were quicker to highlight the 'indirect risks' from gas / oil price rises, as opposed to 
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risks with their own earnings. Companies with backlogs (eg Kion IAS, NKT, ENR) 
highlighted improved inflation clauses in contracts compared to 2021-22. In addition, 
for Electrification names, the message was that we should expect price cost (ie 
gross margin) dynamics to improve into 2H26 as prices rises put through in 1H26 
continued to catch up with cost inflation. Kion also saw similar dynamics supporting 
their 2H26 ITS margins. That said, we think some concerns linger for companies such 
as Signify, where the phasing of profitability is already back-end loaded and end 
market dynamics across Construction and online retail remain somewhat 
challenging. 

5) European demand was more about thematics than any broader industrial 
recovery coming through. Thematic growth drivers include HVAC / heat pump 
demand, grid investment and physical AI. We heard very limited  reference to 
bright spots on the broader European Industrial cycle, with the exception of Knorr 
Bremse noting European Truck customers were surprisingly seeing somewhat better 
demand than expected. In reality, the more positive messages on Europe were 
heavily linked to thematics. This included Rexel highlighting that 'Electrification' 
growth (HVAC, heat pumps, solar, EV charging) remained strong into 3Q26, given 
the continued focus in Europe to try to reduce energy consumption against a 
backdrop of rising gas and oil prices. In addition, Alfa Laval also highlighted their 
orders into heat pump OEMs were progressing well, but current order levels still 
remained well below peak. Finally, Siemens noted the rapid adoption of their AI 
agents (PLC coding), and Kion sounded confident in their partnership with Nvidia / 
Siemens, both of which point to a continued focus on efficiency. In both cases, the 
key moat and barrier to entry that both companies highlighted was domain 
knowledge and access to data. (Nvidia is covered by Joseph Moore.)
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MS one line takeaways from Fireside chats  
Exhibit 1: We were delighted to host 6 Fireside chats in Capital Goods across two 
days and    summarize our key one-line takeaways below. 
Company MS takeaway from company firesides

Atlas Copco
Broad-based, global compressor demand with the US as the standout region, good demand in China and Asia, and positive, relatively solid demand in Europe. Limited signs of any Vacuum pre-

ordering in 2Q, with a confident message on potential for market share gain, given Atlas' ability to ramp capacity in Vacuum relative to peers. 

Rexel
Strong underpinning for growth from US data center and European electrification (HVAC).Ongoing confidence on the >7% target, which should be achieved in the 2027-29 period.  AI adoption gaining 

pace and linked to management incentive structure. 

Schneider Electric
Pricing excellence and productivity remain a high priority for management. Good visibility on the DC business from order backlog and 3-year planning windows with top-20 large customers. Confirmed 

capital allocation priorities, but we felt there was ongoing interest from Schneider in potential M&A that connects the physical and digital world. 

Siemens Energy
Confident message on 1H27 order pipeline and gas turbine pricing on SRAs still ahead of orders. Scope for further buyback announcement at full year result. TOI business separation started, with full 

details to be provided in mid-2027. There also continues to be a further leg to grid order demand from North America (grid build out linked to DCs) and the Middle East. 

Siemens
Highlighted strong adoption of embedded AI agents. Confident in the moat (data) vs software competition. No material update on Digital Industries demand trends. On M&A, we felt Siemens' focus 

was more on bolt-on software and expanding areas of DC. 

Halma
Confident message on future M&A opportunities, underpinned by pipeline of 600-700 companies. Photonics guidance reiterated, growing revenues +30% organically in FY26/27. Opportunity to 

increase Healthcare margin.

Source: Morgan Stanley Research 
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No. 240813, which accepts responsibility for its contents; in Korea by Morgan Stanley & Co International plc, Seoul Branch; in India by Morgan Stanley India Company Private Limited having 
Corporate Identification No (CIN) U22990MH1998PTC115305, regulated by the Securities and Exchange Board of India (“SEBI”) and holder of licenses as a Research Analyst (SEBI Registration 
No. INH000001105); Stock Broker (SEBI Stock Broker Registration No. INZ000244438), Merchant Banker (SEBI Registration No. INM000011203), and depository participant with National 
Securities Depository Limited (SEBI Registration No. IN-DP-NSDL-567-2021) having registered office at Altimus, Level 39 & 40, Pandurang Budhkar Marg, Worli, Mumbai 400018, India; 
Telephone no. +91-22-61181000; Compliance Officer Details: Mr. Tejarshi Hardas, Tel. No.: +91-22-61181000 or Email: tejarshi.hardas@morganstanley.com; Grievance officer details: Mr. Tejarshi 
Hardas, Tel. No.: +91-22-61181000 or Email: msic-compliance@morganstanley.com. Morgan Stanley India Company Private Limited (MSICPL) may use AI tools in providing research services. 
All recommendations contained herein are made by the duly qualified research analysts; in Germany and the European Economic Area where required by Morgan Stanley Europe S.E., authorised 
and regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin) under the reference number 149169; in the US by Morgan Stanley & Co. LLC, which accepts responsibility for its 
contents. Morgan Stanley & Co. International plc, authorized by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority, 
disseminates in the UK research that it has prepared, and research which has been prepared by any of its affiliates, only to persons who (i) are investment professionals falling within Article 
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the “Order”); (ii) are persons who are high net worth entities falling within Article 49(2)(a) 
to (d) of the Order; or (iii) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21 of the Financial Services and Markets Act 2000, 
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as amended) may otherwise lawfully be communicated or caused to be communicated. RMB Morgan Stanley Proprietary Limited is a member of the JSE Limited and A2X (Pty) Ltd. RMB Morgan 
Stanley Proprietary Limited is a joint venture owned equally by Morgan Stanley International Holdings Inc. and RMB Investment Advisory (Proprietary) Limited, which is wholly owned by 
FirstRand Limited. Morgan Stanley Research is disseminated in Canada by Morgan Stanley Canada Limited and Morgan Stanley Wealth Management Canada Inc., members of the Canadian 
Investment Regulatory Organization (CIRO). The information in Morgan Stanley Research is being disseminated by Morgan Stanley Saudi Arabia, regulated by the Capital Market Authority in 
the Kingdom of Saudi Arabia, and is directed at Sophisticated investors only.
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (DIFC Branch), regulated by the Dubai Financial Services Authority (the DFSA) 
or by Morgan Stanley & Co. International plc (ADGM Branch), regulated by the Financial Services Regulatory Authority Abu Dhabi (the FSRA), and is directed at Professional Clients only, as 
defined by the DFSA or the FSRA, respectively. The financial products or financial services to which this research relates will only be made available to a customer who we are satisfied meets 
the regulatory criteria of a Professional Client. A distribution of the different MS Research ratings or recommendations, in percentage terms for Investments in each sector covered, is available 
upon request from your sales representative.
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (QFC Branch), regulated by the Qatar Financial Centre Regulatory Authority 
(the QFCRA), and is directed at business customers and market counterparties only and is not intended for Retail Customers as defined by the QFCRA.
As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of investment advisory activity. Investment 
advisory service is provided exclusively to persons based on their risk and income preferences by the authorized firms. Comments and recommendations stated here are general in nature. These 
opinions may not fit to your financial status, risk and return preferences. For this reason, to make an investment decision by relying solely to this information stated here may not bring about 
outcomes that fit your expectations.
The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no warranties or representations relating 
to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages relating to such data. The Global Industry Classification Standard (GICS) was 
developed by and is the exclusive property of MSCI and S&P.
Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.
Indicators and trackers referenced in Morgan Stanley Research may not be used as, or treated as, a benchmark under Regulation EU 2016/1011, or any other similar framework.
The issuers and/or fixed income products recommended or discussed in certain fixed income research reports may not be continuously followed. Accordingly, investors should regard those 
fixed income research reports as providing stand-alone analysis and should not expect continuing analysis or additional reports relating to such issuers and/or individual fixed income products.
Morgan Stanley may hold, from time to time, material financial and commercial interests regarding the company subject to the Research report.

Registration granted by SEBI and certification from the National Institute of Securities Markets (NISM) in no way guarantee performance 
of the intermediary or provide any assurance of returns to investors. Investment in securities market are subject to market risks. Read 
all the related documents carefully before investing.

INDUSTRY COVERAGE: Capital Goods

Company (Ticker) Rating (As Of) Price* (09/10/2026)             

Arthur Sitbon, CFA

ITM Power (ITM.L)                 O                     (04/29/2026)                   102p

Luke Holbrook

AutoStore Holdings Ltd-W/I (AUTO.OL)                 E                     (08/15/2025)                   NKr 15.38

Max R Yates

ABB (ABBN.S)                 E                     (12/09/2024)                   SFr 77.86

Alfa Laval AB (ALFA.ST)                 E                     (03/05/2026)                   SKr 545.60

Alstom (ALSO.PA)                 E                     (12/07/2022)                   €15.50

Assa Abloy AB (ASSAb.ST)                 E                     (03/16/2020)                   SKr 341.30

Atlas Copco (ATCOa.ST)                 O                     (12/08/2025)                   SKr 201.50

Epiroc AB (EPIRa.ST)                 O                     (03/12/2026)                   SKr 254.10

GEA Group AG (G1AG.DE)                 E                     (06/23/2026)                   €63.60

Halma PLC (HLMA.L)                 E                     (11/22/2018)                   3,588p

KION Group AG (KGX.DE)                 O                     (07/07/2026)                   €43.40

Knorr Bremse AG (KBX.DE)                 O                     (12/08/2025)                   €101.40

Kone Oyj (KNEBV.HE)                 U                     (12/09/2024)                   €49.80

Legrand (LEGD.PA)                 O                     (03/28/2024)                   €139.50

Metso Corporation (METSO.HE)                 E                     (12/07/2022)                   €17.72

Prysmian SpA (PRY.MI)                 ++ €123.60

Rexel S.A. (RXL.PA)                 O                     (12/09/2024)                   €36.10

Rotork PLC (ROR.L)                 ++ 484p

Sandvik (SAND.ST)                 E                     (03/12/2026)                   SKr 384.00

Schindler Holding AG (SCHP.S)                 E                     (12/08/2025)                   SFr 250.60

Schneider Electric (SCHN.PA)                 O                     (10/27/2025)                   €287.40

Siemens (SIEGn.DE)                 E                     (10/14/2025)                   €258.10
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Siemens Energy AG (ENR1n.DE)                 O                     (04/03/2023)                   €140.82

Signify NV (LIGHT.AS)                 U                     (12/08/2025)                   €15.09

SKF (SKFb.ST)                 ++ SKr 264.00

Spirax Group PLC (SPX.L)                 O                     (12/09/2024)                   6,835p

Vestas Wind Systems A/S (VWS.CO)                 E                     (05/05/2020)                   DKr 211.40

Wartsila Oyj Abp (WRT1V.HE)                 U                     (03/03/2026)                   €28.98

Weir Group PLC (WEIR.L)                 E                     (05/12/2025)                   2,686p

Stock Ratings are subject to change. Please see latest research for each company.
* Historical prices are not split adjusted.
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