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Company Profile: 

Sun Hydraulics Corporation is a leading 

designer and manufacturer of high per-

formance screw-in hydraulic cartridge 

valves and manifolds for worldwide in-

dustrial and mobile markets. 
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CEOCFO: Mr. Carlson, what was your 

vision upon becoming CEO of Sun Hy-

draulics and where are you today? 

Mr. Carlson: “Primarily, the focus of the 

company is to continue to grow profitably 

and to provide opportunities for our 

shareholders, employees and customers. 

We’re pretty much on target with our 

growth strategy.” 

 

CEOCFO: Please explain your strategy 

to us. 

Mr. Carlson: “The whole idea is that the 

company will grow organically, keeping 

an eye out for synergistic acquisitions 

going forward. Primarily, it is a growth 

strategy, but not growth for growth sake; 

the growth has to be sustainable and prof-

itable.” 

 

CEOCFO: Tell me about your flagship 

products, what do you make, who is using 

them, why do they need them, and how 

do you get them to need more? 

Mr. Carlson: “Our flagship products are 

essentially cartridge valves; they are used 

in the hydraulics industry to provide mo-

tion control for pieces of capital equip-

ment that have to move. Our customers 

are in three market segments . . . mobile 

equipment, industrial equipment and a 

third braod category that we’ll call other 

because it encompasses lots of different 

machinery and equipment. By mobile 

equipment, I mean agricultural equip-

ment, construction equipment; anything 

that is on rubber tires or tracks and 

moves. Industrial equipment would mean 

metal cutting, robotics, factory automa-

tion, foundry, pulp and paper or food 

processing; a stationary piece of equip-

ment typically found in a controlled fac-

tory environment. The other category is 

probably the most interesting. It includes 

things like wind power, solar power, 

wave power, amusement park rides, cin-

ema projects, animatronics; basically a 

bunch of fascinating equipment that 

doesn’t fall into the traditional mobile or 

industrial categories. Geographically, in 

2006 our business was 52% in the U.S., 

30% in Europe, and 18% Asia/Pacific.” 

 

CEOCFO: Do you see that mix chang-

ing? 

Mr. Carlson: “We want it to continue to 

grow in all segments, but at the end of the 

day, I think we would like to be balanced. 

Balanced for us would probably be one-

third in the U.S., one third in Europe and 

one third in Asia. Therefore, we have 

some work to do outside of the U.S but 

we are proud of our geographic numbers 

and continue to see growth opportunities 

in Asia.” 

 

CEOCFO: How do you reach your cus-

tomers and why are they coming to you as 

opposed to your competition? 

Mr. Carlson: “We have two vehicles, 

primarily, and maybe even a third, for 

reaching our customers. Primarily, we 

sell through applied engineering distribu-

tors. These are companies with engineers 

who take industrial or engineered prod-

ucts and work with customers to use those 

products. Distributors hold inventory of 

our products all over the world and then 

embed them into various applications.  

 

The second avenue is we reach out di-

rectly and market to end user markets. 

We do that in a variety of ways but in 

today’s environment, the most common 

way is the use of the internet. It is very 

easy to pump information out there, 

which leads us to the third category. The 

third category is the most common one, 

and often the most effective, word of 

mouth. A large number of our customers 

find us through these variety of ways.” 

 

CEOCFO: How much research and de-

velopment is involved and how often are 

there new products? 

Mr. Carlson: “I am not quite sure what 

the percentage of our total spend is on 

R&D, but it’s a significant portion. The 

percentage of new products as a part of 

overall sales is about 20 %. For these 



purposes, we define a new product as one 

that has been introduced in the past five 

years. What we find as a limiting factor 

of getting new products to market is our 

customers design cycle. Often, in the 

capital goods industry where our custom-

ers are positioned, you don’t have an op-

portunity to introduce a new product 

unless the customer is developing a new 

product. Therefore, we go 

through this design cycle with 

them and hope we recognize 

the opportunity when their cy-

cle comes up.” 

 

CEOCFO: Please give us a 

sense of the competitive land-

scape for you. 

Mr. Carlson: “We don’t spend 

a lot of time looking sideways 

and analyzing what our compe-

tition is doing, but I can tell 

you what our focus is. It starts 

with being able to ship products 

on time when customers want 

them and we measure our per-

formance and ability to do that. 

I think that brings us new busi-

ness. We have introduced a 

whole new range of electro-

hydraulic products, which is a 

whole new product category for 

us and one that opens up sig-

nificant new opportunities. Of-

tentimes those products are 

embedded into systems that our 

systems package group are 

working on. The electro-

hydraulic products are a multi-

plier if you will; it’s not the 

product sales themselves, but 

the packaging that we can wrap 

around those products and all 

the other existing products that 

are included in the package. Our growth 

is very much related to our website, 

where we are able to push information 

24/7 around the world. And when you 

add our applied engineering distributors, 

you have a nice foundation for growth 

that we believe is differentiated from our 

competition. Those are the primary 

growth factors that I think are driving our 

business. While many of our competitors 

may have similar tactics, we believe we 

execute better with superior products.” 

 

CEOCFO: What is the financial picture 

of the company? Maybe that would be a 

good question for Trish to answer. 

Ms. Fulton: “I can’t talk a lot because we 

are in a black out period right now, but I 

can tell you what we forecasted in our last 

press release what our Q-1 numbers 

would look like. We expect to continue to 

see double digit growth over the same 

quarter last year. Our projected sales are 

$39 million for the quarter with EPS be-

tween 42 and 45 cents; both of those tar-

gets are double digit growth over Q-1 last 

year.” 

 

CEOCFO: The role of CFO has changed 

over the last few years; give we me your 

thoughts on that. 

Ms. Fulton: “The new accounting regula-

tions have put the CFO job a little more 

in front of people than it used to be. Cer-

tainly, we want to be involved in opera-

tional type issues; unfortunately, the new 

Sarbanes-Oxley regulations as well as 

some of the new accounting pronounce-

ments have forced CFOs to stay a little 

more in the finance area and less in op-

erations. I don’t think it is necessarily 

beneficial to companies. The Sarbanes-

Oxley regulations have required a lot of 

additional time for financial management 

to review the internal controls. We really 

have not seen a lot of benefit at all from 

that exercise in the last two 

years, yet we are forced to com-

ply.” 

 

CEOCFO: Mr. Carlson, tell me 

a little about the culture at Sun; 

it is a bit distinctive, so how 

does that work to your advan-

tage? 

Mr. Carlson: “It is true that 

because of Sarbanes-Oxley and 

all the regulations that our fi-

nancial people spend more time 

in finance and less in the busi-

ness aspects of our company. 

Therefore, that leads me into the 

culture of our company. We like 

our people, no matter what area 

they are in, whether it be in fi-

nance, engineering, marketing 

or operations, to be involved in 

the total business, not just their 

corner of the sand box. Our style 

is to be very collaborative, to be 

very open . . .  our environment 

here is completely wide-open 

offices. We have no private ex-

ecutive suits. It is important to 

us that we communicate and 

collaborate and that we all are 

engaged in all aspects of the 

business. They may not be our 

core competency, but we all need 

to get an understanding of the 

total business.” 

 

CEOCFO: So what is ahead? 

Mr. Carlson: “I’m not a soothsayer or 

crystal ball reader, but our approach to 

running the business is an approach that 

is about looking forward as best as you 

can, but not trying to forecast what we 

can’t see. We have always run our com-

pany without budgets and without fore-

casts. Our look forward is probably 3 or 4 

weeks and if I really get out on a rope it 

might be 8 weeks. Therefore, we are not 

in the manner of trying to predict what 

the first quarter of 2008 is going to look 

“We don’t spend a lot of time looking sideways 

and analyzing what our competition is doing, 

but I can tell you what our focus is. It starts 

with being able to ship products on time when 

customers want them and we measure our per-

formance and ability to do that. I think that 

brings us new business. We have introduced a 

whole new range of electro-hydraulic products, 

which is a whole new product category for us 

and one that opens up significant new oppor-

tunities. Oftentimes those products are embed-

ded into systems that our systems package 

group are working on. The electro-hydraulic 

products are a multiplier if you will; it’s not 

the product sales themselves, but the packaging 

that we can wrap around those products and 

all the other existing products that are included 

in the package. Our growth is very much re-

lated to our website, where we are able to push 

information 24/7 around the world. And when 

you add our applied engineering distributors, 

you have a nice foundation for growth that we 

believe is differentiated from our competition. 

Those are the primary growth factors that I 

think are driving our business. While many of 

our competitors may have similar tactics, we 

believe we execute better with superior prod-

ucts.” - Mr. Allen J. Carlson 



like in the first quarter of 2007. Our ap-

proach to running the business is working 

with things that are known; not trying to 

speculate what the future will be.. If the 

business goes up 15%, that’s great, but if 

is goes down 15%, we’ll deal with it and 

be the first ones to recognize that we need 

to make adjustments. This is because we 

are not hung up on trying to predict a 

year from now and then waiting until it 

arrives to react to it. Our vision is very 

long-term.” 

 

CEOCFO: Tell me a little about your 

manufacturing facilities. 

Mr. Carlson: “We have factories in 

Sarasota FL, Germany, England, Korea 

and China and our focus is to be as close 

as we can to the customer. All of our or-

ders are scheduled to customer request, so 

we are not building inventory or speculat-

ing on what kind of inventory we will 

need. We want to be able to take orders 

that come in today and ship them tomor-

row if that’s what the customer wants. 

Our whole approach is to be agile and 

responsive to the real demand that is 

coming towards us. Looking forward, our 

approach is not capacity planning, but 

rather an approach that looks at con-

straints. Almost every week I sit down 

with some of our manufacturing people 

and I will ask, “What’s keeping you from 

doing what is it that you need to do or 

what is the constraint?” I’ll get an answer 

like, “If I had three more people over here 

or if I had a this or that piece of equip-

ment. . . . My answer usually is “well, 

why don’t you do that”. If that’s the con-

straint, solve it and move on, and we do, 

then next week there’s a new set con-

straints that we deal with. Looking for-

ward, sometimes a piece of equipment is 

four, five or six months away before we 

can get it, so the idea is to be able to rec-

ognize when and where we are approach-

ing constraints and deal with it before it 

actually hits. Manufacturing guys pretty 

much know when they are close to capac-

ity and where the need to react to avoid 

something.” 

 

CEOCFO: Why should potential inves-

tors be looking at Sun Hydraulics? 

Mr. Carlson: “It is like everything else -- 

it’s a risk reward relationship. No matter 

what you invest in, it’s how much risk is 

there and how much reward, is it bal-

anced?  I believe that Sun Hydraulics has 

a good risk/reward relationship. We are 

not the riskiest company on the planet. 

Our financials and our philosophies are 

wide open. Our approach to doing busi-

ness is to provide as much information as 

we can to all of the stakeholders in the 

business, including the investors. Maybe 

a good indication of the future is to look 

at the past. Sun, after the last five or ten 

years, and even since the beginning, has 

been a great place for investors to invest.” 

 

Ms. Fulton: “We have looked for long-

term investors and tend to be more attrac-

tive to the value than the growth, al-

though we have had very good growth in 

the last three years.” 

 

Mr. Carlson: “It is important to be look-

ing for balance, to be looking at the top 

line as well as bottom line. Some compa-

nies get out of balance because they are 

too focused on profits and not enough on 

growth or vice versa. I’m happy to say we 

have had 15 consecutive quarters of dou-

ble digit top line and bottom line 

growth.” 

 

CEOCFO: In closing, what should peo-

ple remember most about Sun Hydrau-

lics? 

Mr. Carlson: “Sun Hydraulics is 

sincere, open, and deals fairly and 

honestly with all of it’s stake-

holders; what you see is what you 

get. The best way to understand 

that is to come and visit us. Often, 

the best visitors are the ones that 

come off the street without being 

announced and we turn them loose 

in our factory and let them go talk 

to our people. It is that openness 

and honesty that I would like peo-

ple to remember about our com-

pany.” 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

  

  

  

  

  

  

  

  

 

 

 

 

 

 

 

 

Sun Hydraulics Corporation 

1500 West University Parkway 

Sarasota, FL 34243 

Phone: 941-362-1200 


