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CONSOLIDATED INCOME STATEMENT AS AT 31.12.2017

(amounts in Euro thousands) 31.12.17 % 31.12.16 % Changes
31.12.17 /31.12.16

REVENUES FROM SALES 606,021 100.00% 593,747 100.00 12,274 2.07%

Purchases of goods and materials

(net of changes in inventories) -360,270  -59.45% -357,066  -60.14% -3,204 -0.90%

Services and Use of third-party goods and services -93,959 -15.50% -06,450 -16.24% 2,491 2.58%

Personnel costs -94,432  -15.58% -97,871  -16.48% 3,439 3.51%

Amortisation, depreciation and impairment of assets -21,770 -3.59% -27,018 -4.70% 6,148 22.02%

Provisions for risks -9,011 -1.49% -10,306 -1.74% 1,295 12.57%

Other income and expenses 5,480 0.90% 3,439 0.58% 2,041 59.35%

Internal construction 1,649 0.27% 4,184 0.70% -2,535 -60.59%

OPERATING COSTS -572,313 -94.44% -581,088 -98.02% 9,675 1.66%

OPERATING PROFIT/(LOSS) (EBIT) 33,708 5.56% 11,759 1.98% 21,949

Income and expenses from equity investments -326 -0.05% -14 0.00% -312

Other financial income 3,023 0.50% 2,200 0.37% 823 37.41%

Financial costs and expenses -11,670 -1.93% -13,644 -2.30% 1,974 14.47%

Net gains/(losses) on foreign exchange -1,958 -0.32% -1,836 -0.31% -122 -6.64%

Value adjustments of financial assets -1,504 -0.25% -213 -0.04% -1,201

GAINS/(LOSSES) ON FINANCIAL ASSETS -12,435 -2.05% -13,507 -2.27% 1,072 7.94%

PROFIT/(LOSS) BEFORE TAXES 21,273 3.51% -1,748 -0.20% 23,021

Current and deferred income taxes -7,602 -1.25% -7,340 -1.24% -262 -3.57%

NET PROFIT/(LOSS) 13,671 2.26% -9,088 -1.53% 22,759

Profit/(loss) pertaining to minorities -3 0.00% 1 0.00% -4

GROUP CONSOLIDATED PROFIT/(LOSS) 13,668 2.26% -9,087 -1.53% 22,755

EBITDA* 55,035 9.08% 39,182 6.60% 15,853 40.46%

* for the breakdown, please refer to the "Summary of year" section, which describes the alternative performance

indicators.
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(amounts in Euro thousands) 31.12.17 31.12.16

Property, plant and equipment 140,717 150,849
Intangible fixed assets 57,603 61,117
Real estate investments 695 695
Investments 24,252 18,561
Financial assets 8,849 10,616
Deferred tax assets 21,135 21,781
Trade receivables and other receivables 5,638 3,551
NON-CURRENT ASSETS 258,889 267,170
Closing inventory 122,892 90,665
Trade receivables and other receivables 107,909 72,916
Financial assets 5,016 7,711
Cash and cash equivalents 48,868 47,753
CURRENT ASSETS 284,685 219,045
TOTAL ASSETS 543,574 486,215
Share Capital 41,453 23,915
Reserves 27,164 46,995
Foreign currency translation reserve -9,266 -15,094
Profit/loss for the year 13,668 -9,087
Minority interests 9,040 -
SHAREHOLDERS’ EQUITY 82,059 46,729
Financial liabilities 134,594 159,783
Trade payables and other payables 421 646
Deferred tax liabilities 2,532 2,117
Provision for severance indemnity and retirement benefits 10,229 10,697
Provisions for risks and liabilities 5,723 4,711
NON-CURRENT LIABILITIES 153,499 177,954
Financial liabilities 73,240 88,448
Trade payables and other payables 210,860 151,442
Current taxes payables 7,193 6,473
Provisions for risks and liabilities 16,723 15,169
CURRENT LIABILITIES 308,016 261,532
TOTAL SHAREHOLDERS’ EQUITY AND LIABILITIES 543,574 486,215
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ANALYSIS OF NET WORKING CAPITAL OF OPERATIONS AT 31.12.2017

(amounts in Euro thousands) 31.12.17 31.12.16

Trade Receivables ** 77,819 50,637
Closing inventory 122,892 90,665
Trade payables *** -174,722 -129,087
Net Working Capital of operations 25,989 12,215

** for details of the item please refer to Note 12 of the Consolidated Financial Statements.

*** for details of the item please refer to Note 17 of the Consolidated Financial Statements.
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CORPORATE STRUCTURE OF THE CARRARO GROUP

AS AT 31.12.2017
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The Carraro Group

Carraro is an international group, leader in transmission systems for off-highway vehicles and specialised tractors, with
Headquarters in Italy in Campodarsego (Padua).
Carraro S.p.A. is not subject to management and coordination activities under the terms of Art. 2497 et seq of the
Ttalian Civil Code. The controlling shareholder of Finaid S.p.A. does not direct and coordinate Carraro’s operations.
The Group's activities are currently divided into two Business Areas:
- Drive systems
Through the subsidiaries Carraro Drive Tech and SIAP, the Group designs, manufactures and sells
transmission systems (axles, transmissions and drives) mainly for agricultural and construction equipment,
and also markets a wide range of components and gears for very diverse sectors, from the automotive industry
to material handling, agricultural applications and construction equipment.
- Tractors
Through Divisione Agritalia, the Group designs and manufactures special tractors (for vineyards and orchards
from 60 to 100 hp) for third-party brands, namely John Deere, Massey Ferguson and Claas, as well as a
specialist own-brand range; Agritalia also provides engineering services for the design of innovative tractor

ranges.

Reference markets

Agriculture

2017 closed with increasing volumes at the global level, in sharp contrast with the last three years. Demand for
agricultural tractors gradually strengthened over the course of the year, helping increase the positive expectations of all
operators in the sector also for 2018. This growth was sustained by the increase in the price of raw materials: the higher
income facilitated the renewal of the machinery fleet by agricultural entrepreneurs.

In Europe, demand growth consolidated during the year, extending to all vehicle types and sizes. Also for specialised
tractors (Vineyard-Orchard) the good sales levels already recorded in the recent past were confirmed. For 2018, sales of
the aforementioned vehicles will remain in line with or slightly higher than 2017.

The agricultural machinery market in Turkey fell slightly compared to 2016, with a fluctuating trend in demand. The
forecasts for 2018 remain uncertain: the area has all the fundamentals for a growth path, but the progressive closure of
commercial trade is holding this back with the imposition of import duties and the continuous loss of value of the
Turkish lira.

Also in North America, in the course of 2017 there was a progressive increase in sales volumes. Higher power tractors
were again penalised compared to the compact models, albeit with some signs of recovery in demand. Sales of
harvesting machines showed a positive reversal of trend, with an increase in volumes compared to the previous year.
The outlook for 2018 remains positive with market development expectations in line with those of the year just ended.
In contrast, in 2017 the Chinese market recorded a significant decline in agricultural machinery sales volumes
compared to 2016, especially those above 100 hp. This slowdown was due both to the decline in state subsidies as well
as to the increase in the price of tractors, following the technological upgrade necessary to meet the new emission
standards. The outlook for 2018 is still uncertain and there are no elements for a significant change in the current
trend.

The positive trend begun last year was strengthened in India. The good weather facilitated demand growth. The
outlook for 2018 is a substantial confirmation of the sales volumes achieved this year.

The South American market improved in the first half of the year compared to the same period of 2016, while this

trend progressively changed to a clear slowdown in the last quarter. Overall, however, volumes were up compared to
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2016, thus confirming, also in this area of the world, a reversal of the negative cycle of the last three years. The
increases were significant for all types of vehicles, while remaining far from the values of the record highs. Some areas
of uncertainty remain for 2018, as a result of the aforementioned slowdown in the latter part of the year, even if the

fundamentals confirm a potential for growth in demand.

Construction equipment

2017 closed with much better results than the previous year.

In Europe, the market recorded a progressive acceleration in the demand for construction machines for all types and
sizes, with greater dynamism for compact and specialist machines (loaders and excavators); this trend is also
confirmed for 2018.

Demand in the Turkish market remained weak as a result of the continuing slowdown in infrastructure investments.
On the other hand, exports showed a positive trend, not sufficient to offset the low level of domestic sales, for which a
slight improvement is expected in 2018.

North America recorded a significant increase in the demand for larger and mining machines, typologies in substantial
stagnation in recent years, and the good level of demand was also confirmed for Utility machines. For 2018, in light of
the radical change of direction with regard to the coal industry, expectations for a further recovery in the mining sector
are reasonable. The prospects for major infrastructure investments (roads, ports, airports) should also drive demand

for medium-large size machines.

In 2017, China reversed its trend in sales of construction machinery. After 4 years of deep recession, there were finally
significant increases in volumes for the two most popular vehicles, loaders and crawler excavators. The de-stocking of
quantities over-produced and unsold until 2013 is therefore over and the market is now responding to the actual
demand for new vehicles. Thanks to the long-term plan of investments in infrastructure called "One Belt, One Road", it
is reasonable to expect that the current trend will continue in the medium term.

In India, the expanding phase of the construction machinery market was consolidated in 2017; the country remains the
largest market in the world for the backhoe loader, with an expected volume of 30-35 thousand machines.
Furthermore, the need for large infrastructural investments will allow this trend to be maintained or even strengthened
in the future.

In South America, the demand for construction machinery remained weak, despite some modest signs of
improvement. In the main market of the area, Brazil, the intense political-institutional instability significantly limits
investments in the construction sector and consequently the need for new machinery. Positive signs came from
exports, thanks to the weakness of the currency. Although the economic scenario of the country is improving,

significant impacts on sales are not expected in 2018.

Research and Innovation: the Group’s key success factor

In line with the new 2017-2021 Business Plan, presented to the market in September 2017 (see paragraph on
significant events in 2017), Carraro maintains its focus on R&D activities, with particular reference to the development
of innovative transmissions and specialised tractors for markets with highest development potential. In particular, the
financial commitment in R&D activities in 2017 amounted to approx. 3.6% of turnover and the 2017-2021 Business

Plan envisages additional investments of 9o million Euros in the near future.

Transmission systems and gearboxes
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2017 saw significant development progress in the Driveline area (axles and transmissions), encouraged by the needs of
the main customers, increasingly focused on vehicle efficiency and emission reduction.

In the agricultural segment, inheriting the already consolidated developments of its bigger sister, the Ti80 CTS
(Carraro Twin Shift), great attention was paid to the new Ti00 CTS (Carraro Twin Shift) transmission, now
undergoing final testing. At the end of 2017, a series of prototypes and demonstration vehicles were under validation
and can be sold in the first quarter of 2018. High priority was also given to the T120 PR (Power reverse) project. For
the high-power transmissions, the design phase of the new mechanical versions of the T180 and T230 families was
completed.

In the Construction field, validation of the new TCH9o transmission for telescopic trucks (TBH) continued. Always in
collaboration with important customers, field validations of the TLB for backhoe loaders (BHL) which mount the

Carraro Direct Drive functionality are in progress and are expected to be available for sale between 2019 and 2020.

Axle range evolution

As regards axles, 2017 was an extremely innovative year, due to both the expansion of the offer to "portal" architecture
solutions and to completion of the testing of a new model of agricultural axle with independent suspension (IFAS,
Independent Front Axle Suspension), designed to significantly improve vehicle driving comfort. A solution which has
already attracted the interest of the main customers of Agritalia and which will be applied within the new models of
specialised tractors built in the Rovigo plant. The project to standardise the range to guarantee quality and

competitiveness objectives continued with utmost commitment.

Tractors

The level of commitment in the program for the expansion of the range specialised tractors with new models aimed at
covering important market niches, such as the low-profile cabs, was also high in 2017. All the engine installations of the
John Deere and Claas platforms were renewed to adapt to the Stage IIIB emissions directives and to the European
"Mother Regulation" directive.

The new range of specialised Massey Ferguson, launched in production in the second half of 2017, was completed.

The range of "open field" tractors was also released for countries not subject to stringent emissions regulations and the
Carraro Tractors series was renewed with Stage IIIB common rail engines with new ergonomics.

Prototype validation of technical solutions with high market demand continued in 2017, in particular vehicle
integration of suspended axles and continuously variable transmissions for supercreeper applications, that will be
launched in 2018.

Finally, the development of engine installations conforming to Stage V was activated, for the new powertrain platforms,
which will be launched on the market in 2021, and a project was launched in the field of hybrid/electric tractor

solutions.

Summary of financial year 2017
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To better understand the figures relating to the 2017 financial year, adjusted figures and proforma figures will be highlighted. In
particular the adjusted figures will take into account transactions not related to ordinary operations such as extraordinary
restructuring activities, some sales of assets that mainly concerned the Carraro Argentina Company and the impairment of some
intangible assets that concerned Carraro S.p.A. The proforma figures for comparison purposes take into account the effects of
deconsolidation following the sale of 51% of the Elettronica Santerno S.p.A. and its subsidiaries, which took place in November

2016, in order to represent the results achieved in the various periods with constant perimeter.

The following alternative performance indicators will also be used, which may in turn be adjusted to take account of transactions

not related to ordinary operations:

- EBITDA: the sum of operating profit/(loss) of the income statement, amortisation, depreciation and impairment of fixed
assets

- EBIT: earnings before tax taxes and financial income and expenses, with no adjustments;

- Net Working Capital of operations: difference between Trade Receivables, Net Inventories and Trade Payables in the
balance sheet;

- Net financial position of operations: ESMA Net Financial Debt determined in accordance with the provisions of
paragraph 127 of the recommendations contained in the ESMA document no. 319 of 2013, implementing Regulation (EC)

809/2004, deducted, where applicable, non-current receivables and financial assets.

Performance

2017 closed with results above expectations, both in terms of turnover as well as for all profitability indicators. Thanks
to the now tangible and consolidated effects resulting from the reorganisation and refocusing on the core business,
Carraro has left the most complex period of its history behind it and can look to the future with ambitious objectives
and renewed energy, with a new strategic dimension and increased competitiveness. Key factors of this result were the
attention to technological challenges accompanied by the effort dedicated in recent years to optimisation of the

industrial organisation, of production factors and of the rationalisation of the overheads.

In particular, the Group's continuing commitment to Research and Development, always enhanced over time, for
which 140 million have been invested in the last ten years and 9o million are envisaged in the near future by the 2017-
2021 Business Plan, today guarantees a solid positioning for a new technological leadership. This success stems from
the finalisation of a renewed range of products, created with a strong focus on cost control, as well as the

standardisation of the manufacturing process.

The virtuous circle which has finally started has a real impact on the profitability of all business areas. Margins are

clearly improving both in absolute terms as well as a percentage of turnover.

Achieving all these targets is the result of the strong ability to meet the commitments taken that has been particularly
appreciated by the main customers of the Group which have also guaranteed and renewed their trust in recent years.
The financial market's appreciation was even more decisive, supporting the Group by subscribing 100% of the capital
increase issued by Carraro Spa and contributing to the increase in the share value, which more than doubled its
capitalisation on the stock market during the course of the year, realigning it to values more consistent with the

economic results and the regained financial equilibrium.

Furthermore, after the presentation of the Business Plan in September 2017, the debt restructuring process, much
appreciated by the market with the subscription in 2018 of 100% of the new 180 million bond issue maturing in 2025,

was started (for further details, see the paragraph relating to subsequent events).

Results summary
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After a first half-year down overall compared to the same period of 2016, the year closed with increasing volumes and a
turnover of 606.021 million, an increase of 2.07% compared to the 593.747 million Euros of 2016, an increase that
reaches 8.6% if compared with the 2016 pro forma figure (equal to 557.823 million Euros) taking into account the

deconsolidation of Santerno.

The consolidated margins (EBITDA and EBIT) for the year were affected by non-recurring operating items, such as
mainly the restructuring costs relating to the downsizing of the Argentine subsidiary for a total of 1.2 million Euros, the
sale of the owned property, again in Argentina, which resulted in a capital gain of 3.3 million and some capital losses

from impairment due to the non-recoverability of certain intangible assets amounting to 1.9 million in Carraro SpA.

EBITDA as at 31 December 2017 was equal to 55.035 million Euros (9.1% of turnover) up 40.5% compared to 39.182
million Euros (6.6% of turnover) in 2016; 2017 EBIT was equal to 33.708 million Euros (5.6% of turnover),

significantly up compared to 11.759 million Euros (2% of turnover) in 2016.

Net of the non-recurring operations and with constant perimeter, adjusted and proforma EBITDA and EBIT would be

the following:
. % of % of
GROUP (Values in Euro thousands) 31.12.2017 = o 31.12.2016 amover
EBITDA 55,035 9.1% 39,182 6.6%
ADJUSTED EBITDA 54,809 9.0% 44,669 7.5%
ADJUSTED PROFORMA EBITDA 54,809 9.0% 48,151 8.6%
EBIT 33,708 5.6% 11,759 2.0%
ADJUSTED EBIT 33,482 5.5% 22,459 3.8%
ADJUSTED PROFORMA EBIT 33,482 5.5% 27,662 5.0%

Margins are clearly improving in absolute terms, as a percentage of turnover and in terms of adjusted figures. This
important result is due to the positive combination generated by the inversion of the market trend, with the consequent
acceleration of volumes, and to the manoeuvres to contain costs, the result of the reorganisation process, as mentioned
above.

In the previous tables, the 2016 pro forma figures were also presented for comparison purposes, which take into
account the contribution of Santerno, deconsolidated in full from the end of November 2016, which contributed to the
Group's results at 31 December 2016 with a negative EBITDA of 3.532 million Euros (-9.8% of turnover), negative
EBIT of 10.465 million Euros (-28.9% of turnover) and a loss of 12.257 million Euros (for 2017 there is no proforma

effect): it is therefore clear that the deconsolidation of Santerno has led to an improvement in margins.

Net financial expenses amounted to 8.647 million Euros (1.4% of turnover) compared to 11.444 million Euros (1.9% of
turnover) in 2016; exchange rate losses amounted to 1.958 million Euros (0.3% of turnover) in line with the 1.836

million Euros (0.3% of turnover) in 2016.

Taxes for the period amounted to a total of 7.602 million Euros (1.25% of turnover) against 7.340 million Euros (1.24%

of turnover) in the previous year.

Carraro closed with a significant consolidated net profit of 13.668 million Euros (2.26% of turnover) compared to a loss
of 9.087 million Euros (-1.53% of turnover) in 2016. Net of the effects of non-recurring operations with constant

perimeter, the adjusted and proforma profit/(loss) can be inferred from the following table:

GROUP (Values in Euro thousands) 31.12.2017 % of 31.12.2016 % of
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turnover turnover
NET PROFIT/(LOSS) 13,668 2.3% -9,087 -1.5%
ADJUSTED NET PROFIT/(LOSS) 13,657 2.3% 436 0.1%
ADJUSTED NET PROFORMA PROFIT/(LOSS) 13,657 2.3% 4,785 0.9%

The adjusted net profit takes into account the non-recurring operating items just mentioned (such as the restructuring
costs relating to the downsizing of the Argentine subsidiary for a total of 1.2 million Euros, the sale of the property,
again in Argentina, which resulted in a capital gain of 3.3 million and some capital losses from impairment due to the
non-recoverability of certain intangible assets amounting to 1.9 million in Carraro SpA) in addition to the
corresponding tax effect (215,000 Euros. As regards 2016, it should be noted that the Electronics Business Area
(Elettronica Santerno), fully deconsolidated as from the end of November 2016, contributed to the results with a loss of

12.257 million Euros.

The consolidated net financial position as at 31 December 2017 was negative at 145.896 million Euros, improving on
the figure both at 31 December 2016 (negative at 183.200 million Euros), as well as at 30 June 2017 (negative at
148.430 million Euros). The positive effect is attributable to the finalisation of the capital increase in Carraro Spa by
the market for 20 million Euros, the entry of Friulia Spa (Finance Company of the Friuli Venezia Giulia Region) in
SIAP Spa with the payment of 8 million Euros, the collection of the price for the sale of the property in Argentina
already mentioned, as well as the good performance of the operating free cash flow. The improvement was partially
used to the benefit of the Joint Venture signed with Shandong Juming Group for the incorporation of the NewCo
Agriming Agriculture Equipment Co. Ltd (4.9 million Euros).

The consolidated shareholders’ equity as at 31 December 2017 was equal to 82.059 million Euros compared to 46.729
million Euros as at 31 December 2016. The 2017 result and the effect of the capital increase contributed to the

improvement.

As at 31 December 2017, the covenants envisaged by the agreement signed with the banks on 24 December 2015,
ceasing in February 2018 following repayment by the Group of the loans outstanding, were respected (see subsequent

events).

SIGNIFICANT EVENTS IN FINANCIAL YEAR 2017

The most significant events during the year are summarised below.

On 1 May 2017, the sale of the second portion of the property in Argentina was formalised with a capital gain of 3.3

million Euros.

On 5 June 2017, having obtained clearance from Consob to publish the prospectus in May, the capital increase of
Carraro SpA, 100% subscribed at for a total of 54 million Euros, was completed. The first tranche of 34 million Euros

had already been subscribed by the shareholders Finaid S.p.A. and Julia Dora Koranyi Arduini during 2016.

Again in June 2017, Carraro, thanks to the joint venture agreement with Shandong Juming Group, invested in the
newco, Agriming Agriculture Equipment Co. Ltd which will focus on the production of agricultural tractors for the

Chinese market with the support of Carraro China, which will become its strategic supplier of axles and transmissions.

In September 2017, the new 2017-2021 Business Plan was presented to the financial community, which confirmed
Carraro as the only player able to provide innovative technological solutions for off-highway machines as well as
complete agricultural tractors.. The Plan is focussed on continuous and virtuous investments in R&D. The strategic
objectives of the plan are: focus on the development of innovative transmissions, as well as specialised tractors, the

balancing of the presence in emerging geographical areas (India, China, South America, Turkey and Russia) according
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to the expected significant increase in population, acceleration and consolidation of the World Manufacturing
Excellence Program thanks to the successful optimisation of the production platform in a local for local approach and
the ongoing evolution of manufacturing processes, the continuous search for new efficient solutions such as electric
and hybrid. The financial targets of the plan are the following: consolidated turnover for 2021 at 670 million Euros
with a 2016-2021 CAGR of 3.7% compared to 558 million Euros in 2016, EBITDA at 75 million Euros (11.2% of
turnover), compared to 48 million Euros in 2016 (8.6% of turnover), Net Financial Position in 2021 reduced to 91
million Euros, compared to 183 million in 2016.

In November 2017 the Friuli Venezia Giulia regional financial company, Friulia Spa, participated in the share capital
increase of SIAP Spa, a subsidiary of Carraro Drive Tech Spa, with a total contribution of 8 million Euros (4.4 million
share capital, 3.6 million share premium) with a view to equity and financial strengthening of the Company and

enabling it to address its operational programs with adequate resources.

SHARE PERFORMANCE

In the first few months of 2017, the share price maintained a similar trend to the FTSE MIB index and then
significantly increased its value in the second half of the year as a result of the good results at 30 June and 30
September. The official average price of 2017 was 2.9699 Euros, with a maximum listing at 4.898 Euros on 16 October

and a minimum listing at 1.475 Euros on 13 February 2017.
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During the month of December, the Group began the financial rationalisation process, envisaged in the 2017-2021
Business Plan, which resulted:

- in the issue of a senior unsecured bond issue of 180 million Euros, maturity 2025, 3.5% fixed rate, fully placed in
January 2018;

- in the signing, in February 2018, an underwriting agreement with the counterparty Banco BPM that BPM will have
the possibility of in turn placing with a limited group of relationship banks, which provides for the disbursement of a
total of 100 million Euros divided into a 20 million LTA (long term) cash credit line with maturity on 31 December

2023 and an 80 million Euro "revolving" credit line with maturity on 30 June 2023.

Also in February, the Carraro Group, following the total repayment of the debt, terminated the bank agreement signed

with the banking system on 24 December 2015.

In the same period, in order to better manage the logistics activities linked to Carraro Spare Parts, a new joint-stock

company was created, called Driveservice S.r.l. with operational headquarters in Poggiofiorito (CH).

PERFORMANCE AND EXPECTED BUSINESS OUTLOOK 2018

In 2018, sales volumes are expected to improve compared to 2017. A generalised increase in the prices of raw materials
(steel, cast iron) could partially influence margins in transmission systems in the first quarter. This effect is

nevertheless expected to be reabsorbed within the first half of the year.

As for Agritalia, 2018 will see the start of production of some renewed ranges of ITIB engine tractors compliant with the

new European safety directives (Mother Regulations), with the typical difficulties of launching new series.

BAILANCE SHEET AND FINANCIAL DATA

Turnover

Consolidated turnover as at 31 December 2017 amounted to 606.021 million Euros, up 2.07% compared to the

turnover for 2016, equal to 593.747 million Euros.
The following table breaks turnover down by business segment:

(amounts in Euro thousands)

SALES SALES TO THIRD PARTIES RELATED SALES INTRA-GROUP SALES

2017 2016 D;/)ff' 2017 2016 Diff. % 2017 2016 Diff. % 2017 2016 Diff. %
CARRARO DRIVE
TECH 492,786 461,797 6.7 | 466,509 439,637 6.1 1,659 2,559 -35.2 24,618 19,601 25.6
CARRARO DIV.
AGRITALIA 141,302 119,756 18.0 137,456 115,081 19.4 - - 3,846 4,675 -17.7
ELETTRONICA -
SANTERNO - 36,153 100.0 - 36,150  -100.0 - - - 3 -100.0
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NON-ALLOCATED

BUSINESS 25,863 23,328 10.9 334 56 63 264 -76.1 25,466 23,008 10.7
TOTAL

SEGMENTS 659,951 641,034 3.0 | 604,299 590,924 2.3 1,722 2,823 -39.0 53,930 47,287 14.0
INTRA-GROUP

ELIMINATIONS -53,930 -47,287 14.0 - - - - -53,930 -47,287 14.0
CONSOLIDATED

TOTAL 606,021 593,747 2.1 | 604,299 590,924 2.3 1,722 2,823 -39.0 - - -

Intra-group sales refer to sales realised between companies from different business areas (in particular Carraro Drive

Tech and Divisione Agritalia). Sales to related companies refer to sales made to O&K and Santerno.

The following table breaks down third party turnover by geographical area:

(amounts in Euro thousands) 31.12.2017 % 31.12.2016 % Diff. 20/:)17-16
North America 84,790 14.03 56,828 9.62 49.20
India 77,173 12.77 65,014 11.00 18.70
Germany 54,451 9.01 59,796 10.12 -8.94
South America 50,483 8.35 47,937 8.11 5.31
Turkey 45,599 7.55 47,733 8.08 -4.47
Switzerland 37,744 6.25 39,981 6.77 -5.60
United Kingdom 35,396 5.86 36,077 6.11 -1.89
France 31,727 5.25 38,253 6.47 -17.06
China 29,652 4.91 20,327 3.44 45.87
Spain 15,907 2.63 14,186 2.40 12.13
Other E.U. areas 36,203 5.99 35,369 5.99 2.36
Other non-E.U. areas 17,316 2.87 35,286 5.97 -50.93
Total Abroad 516,441 85.46 496,787 84.07 3.96
Ttaly 87,858 14.54 94,137 15.93 -6.67
Total 604,299 100.00 590,924 100.00 2.26
of which:

Total E.U. area 261,542 43.28 277,818 47.01 -5.86
Total non-E.U. area 342,757 56.72 313,106 52.99 9.47

It should be noted that the Group sells to the production sites of OEMs that may reside in different countries from the

nations of end users of their products.

In terms of positioning, this year North America replaced India in first place (in contrast to 2016). The German market

slipped to third place followed by South America and Turkey. Good performance in China, stable sales on European

markets. All this in line with the commercial phenomena discussed in the introductory section relating to the markets.

EBITDA and EBIT

The following tables show details of the non-recurring items affecting EBITDA and EBIT.

(amounts in Euro thousands)

% of % of cer o
31.12.17 turnover 31.12.16 turnover Diff. %
EBITDA 55,035 9.1 39,182 6.6 40.5
Costs/(income) of non-recurring operations -226 5,487
of which:
Capital gain on the sale of real estate in
Argentina -3,308 -
Restructuring costs in Argentina 1,178 4,272
Other restructuring costs [¢] 34
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Other (impairment effect) 1,004 1,181

ADJUSTED EBITDA 54,809 9.0 44,669 7.5 22,7

(amounts in Euro thousands)

31.12.17 tul(j/;:))‘f;er 31.12.16 tu:/:lgflel' Diff. %
EBIT 33,708 5.6 11,759 2.0 n.r.
Costs/(income) of non-recurring operations -226 10,700
of which:
Capital gain on the sale of real estate in
Argentina -3,308 -
Intang. asset impairment 5,213
Restructuring costs in Argentina 1,178 4,272
Other restructuring costs 34
Other (impairment effect) 1,004 1,181
ADJUSTED EBIT 33,482 5.5 22,459 3.8 49.1

In addition to the above, the following table shows the detail of PROFORMA EBITDA and EBIT, excluding the

contribution of Elettronica Santerno for 2016 (no proforma effect in 2017).

(amounts in Euro thousands)

(V) (V)

31.12.17 tur/:lz))‘fzer 31.12.16 mr'/;)lgfzer Diff. %
PROFORMA EBITDA 55,035 9.1 42,713 7.7 28.8
Costs/(income) of non-recurring operations -226 5,438
of which:
Capital gain on the sale of real estate in
Argentina -3,308 -
Restructuring costs in Argentina 1,178 4,272
Other restructuring costs 0 -15
Other (impairment effect) 1,004 1,181
ADJUSTED PROFORMA EBITDA 54,809 9.0 48,151 8.6 13.8
(amounts in Euro thousands)

31.12.17 tul(j/:l:))\fzer 31.12.16 tur(:/‘r)lgfzer Diff. %
PROFORMA EBIT 33,708 5.6 22,224 4.0 51.7
Costs/(income) of non-recurring operations -226 5,438
of which:
Capital gain on the sale of real estate in
Argentina -3,308 -
Asset impairment -
Restructuring costs in Argentina 1,178 4,272
Other restructuring costs -15
Other (impairment effect) 1,904 1,181
ADJUSTED PROFORMA EBIT 33,482 5.5 27,662 5.0 21.0

The normalising effect on Proforma EBITDA and EBIT resulting from the deconsolidation of Santerno is clearly

apparent from the tables.
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Net financial expenses

(amounts in Euro thousands)

(V) ()
% of 31.12.16 % of Diff. %
turnover turnover

Net financial expenses -8,647 -1.4 -11,444 -1.9 24.4

31.12.17

The decrease in net financial expenses, which went from 11.444 million Euros in the previous year to 8.647 million
Euros in 2017, is mainly attributable to the reduction in the net financial position and to the debt optimisation activity.

The effects of the reductions in Indian and Chinese rates remain positive.

Financial expenses also include the fees paid on medium and long-term loans that are absorbed during the

depreciation plan of the same, in application of the amortised cost method.

Income (expenses) from equity investments

(amounts in Euro thousands)

31.12.17 % of 31.12.16 % of Diff. %
turnover turnover
Income/(expenses) from equity
investments -326 0.00 -14 0.00 n.r.

During 2017, some adjustments were made relating to the sale price of 55% of the German company O&K

Antriebstechnik, formalised on 30 December 2015, following the resolution of certain claims.

Exchange differences

(amounts in Euro thousands)

31.12.17 % of 31.12.16 % of Diff. %
turnover turnover
Exchange differences -1,058 -0.32 -1,836 -0.31 -6.6

Exchange differences as at 31 December 2017 were negative, amounting to 1.958 million Euros (-0.32% of turnover)

compared to a negative value of 1.836 million Euros (-0.31% of turnover) as at 31 December 2016.

Net profit/(loss)

2017 closed with a significant profit of 13.668 million Euros (2.3% of turnover) compared to a loss of 9.087 million
Euros (-1.5% of turnover) in 2016. Taxes as at 31 December 2017 amounted to 7.602 million Euros (1.3% of turnover)

against 7.340 million Euros (1.2% of turnover) as at 31 December 2016.

(amounts in Euro thousands)

% of % of .
31.12.17 turnover 31.12.16 tarnover Diff. %
EARNINGS BEFORE TAX 21,273 3.5 -1,748 -0.3 n.r.
Current and deferred income taxes -7,602 -1.3 -7,340 -1.2
Profit/(loss) pertaining to minorities -3 0.0 1 0.0
NET PROFIT/(LOSS) 13,668 2.3 -9,087 -1.5 n.r
(amounts in Euro thousands)
% of % of .
31.12.17 turnover 31.12.16 turnover Diff. %
NET PROFIT/(LOSS) 13,668 2.3 -9,087 -1.5 n.r.
Costs/(income) of non-recurring operations
net of the tax effect -11 9,523

ADJUSTED NET PROFIT/(LOSS) 13,657 2.3 436 0.1 n.r
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The adjusted net profit takes into account the non-recurring operating items mentioned in the previous paragraphs
(such as the restructuring costs relating to the downsizing of the Argentine subsidiary for a total of 1.2 million Euros,
the sale of the property, again in Argentina, which resulted in a capital gain of 3.3 million and some capital losses from
impairment due to the non-recoverability of certain intangible assets amounting to 1.9 million in Carraro SpA) in

addition to the corresponding tax effect (215,000 Euros).

(amounts in Euro thousands)

% of % of cer o
31.12.17 turnover 31.12.16 turnover Diff. %
PROFORMA NET PROFIT/(LOSS) 13,668 2.3 -282 -0.1 n.r.
Costs/(income) of non-recurring operations
net of the tax effect -11 5,067
ADJUSTED NET PROFORMA
PROFIT/(LOSS) 13,657 2.3 4,785 0.9 n.r.

The analysis of the above table shows the normalising effect resulting from the deconsolidation of Santerno in 2016.

Amortisation, depreciation and impairment of assets

(amounts in Euro thousands)

% of % of

1 (1)
31.12.2017 turnover 31.12.2016 turnover Diff. %
Depreciation and amortisation 20,021 3.3 21,554 3.6 -7.1
Impairment of fixed assets 1,306 0.2 5,869 1.0 -77.7
Amortisation, depreciation and
impairment 21,327 3.5 27,423 4.6 -22,2

Depreciation amounted to 20.021 million Euros (3.3% of turnover), a decrease compared to 21.554 million Euros (3.6%
of turnover) in 2016. Impairment of fixed assets mainly refers to the write-down of machinery at the Poggiofiorito plant
(while in 2016 it mainly referred to the write-down of the goodwill of the Santerno Business Area amounting to 5.213

million Euros).

Investments

(amounts in Euro thousands)

31.12.17 31.12.16

Investments 15,556 16,015

In 2017, investments amounting to 15.556 million Euros were made, in line with the 2017-2021 Business Plan
mentioned above (compared to the 16.015 million Euros of 2016), intended to maintain efficiency and modernise plant

and equipment and for the development R&D projects.

Net financial position of operations

(amounts in Euro thousands)

31.12.17 30.09.17 30.06.17 31.12.16

Net financial position of
operations -145,896 -155,019 -148,430 -183,200



Report on the 2017 Consolidated Financial Statements

The company's consolidated net financial position up to 31 December 2017 was negative at 145.896 million Euros and
is an improvement compared to 31 December 2016, when it was negative at 183.200 million Euros. The significant
improvement was positively impacted by the payment of capital increases (in Carraro Spa by the market for 20 million
Euros and in SIAP spa by Friulia for 8 million), the collection of the price for the sale of the property in Argentina, the
good performance of the operating free cash flow and negatively by the contribution paid to the Joint Venture

Agriming Agriculture Equipment Co. Ltd of 4.9 million.

At 31 December 2017, the covenants provided for in the agreement signed with the banks on 24 December 2015,

agreement terminated by the Group in February 2018, were complied with.

Research and innovation

Research and Innovation expenses, whose aims and applications are commented in a specific paragraph, amounted to

21.882 million Euros in 2017, 3.6% of turnover.

Treasury Shares
As at 31 December 2017, the company held 2,626,988 treasury shares for a total investment of 6.666 million Euros.

HUMAN RESOURCES

Workforce trend

Figures as at 31.12.2017

31.12.2017 31.12.2016 31/12/2015
Executives 25 25 29
Clerical staff 660 661 823
Factory workers 2,040 2,006 2,211
Temporary workers 431 287 213
Total 3,156 2,979 3,276

The Group workforce as at 31 December 2017 (including temporary workers, trainees and interim workers), amounted
to 3,156 resources compared to 2,979 actually working as at 31 December 2016. The increase compared to 31 December

2016 was mainly due to the growth in production volumes, which took place in particular in the latter part of 2017.

With reference to the geographical breakdown, as at 31 December 2017, there were 1,408 resources in Italy and 1,748

abroad.

During the year, reorganisation actions continued in the Human Resources areas instrumental to the specific needs of
each plant (in particular in the Argentine subsidiary) through appropriate strategies such as early retirement plans and

resignation incentives.

Actions taken

Following the decision to create a new service centre at the Poggiofiorito (CH) site, which will develop, among other
things, certain skills in logistics and in the management of Carraro Spare Parts, on 12 July 2017, at the headquarters of
the Abruzzo Region, an agreement was signed by Carraro Drive Tech SpA concerning the industrial conversion of said
Poggiofiorito site and at the same time the termination of an existing service contract with an external logistics supplier

at the Monselice (PD) site. In order to best manage this new service centre, in February 2018, a new joint-stock
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company was created, named Driveservice S.r.l. and having as its business purpose, among other things, some of the

logistics/transport activities to be re-allocated.

In October 2017, Carraro Spa - Agritalia Division, with the collaboration of a leading human resources consulting
company in the field of human resources, launched a six-month training programme - called Carraro Academy -
dedicated to young secondary school graduates in the technical area, with the aim of developing a series of highly
specialised professionals (mechanical designers, electrical designers and software engineers) to be employed in the

design and construction of specialised tractors.

Risks regarding health and safety at work

The Group carries out industrial processes consisting of a significant part of mechanical processing, assembly of
mechanical components, agricultural tractors and construction machinery. The risks related to safety, health and

environmental impact deriving from work activities are mainly those typical of manufacturing.

During 2017, the Group continued implementation of its EH&S management system, compliant with ISO 14001,
OHSAS 18001 standards and the UNI-INAIL guidelines, which constitutes the reference organisational model defined
by Legislative Decree 231/2001. All operating units in Italy and also those abroad operate with reference to the Group
standards and compliance with local requirements. The Group EH&S Service ensures a continuous improvement

process through EH&S system audits and monthly review of the related improvement plans.

Also in 2017, the organisation was able to implement many new initiatives and certain EH&S programmes which
allowed performance to be improved. Each local unit has extended the approach of our EH&S Management System to

many of the processes that have constituted the pillars for such developments.

In 2017, the Group recorded a total of 515 days of prognosis and 36 recordable accidents. In Brazil, India and China
and in the Spare Parts Division, no accidents were recorded. In particular, in 2017 the Indian plant recorded more than
3,000,000 hours worked with "zero accidents". The accidents that recorded more than 30 days of prognosis occurred
in the Campodarsego plant, with two cases, in the Argentina plant with one case and in the SIAP Maniago plant with
one case. With 2017, the sixth year of the Carraro Group EH&S Management System closed. Since September 2011,
very significant results have been achieved: the number of accidents in 2017 fell by 68% compared to 2011 and the

number of days of prognosis in 2017 fell by 65% compared to the same figure in 2011.

With regard to environmental performance with reference to the 2014 baseline, we recorded the following results: -
9.4% in recyclable waste production; -22% in non-recyclable waste production; -19% in water consumption; -14% in
electricity consumption; -34% in GHG emission. In 2017, 21.3% of the electricity consumed in Carraro Group plants

came from renewable sources.

PERFORMANCE OF THE PARENT COMPANY

Carraro S.p.A.

Carraro SpA is the parent company, with strategic guidance, control and coordination functions and centralises and
integrates the R&D activities. The company also includes a production facility, Agritalia Division, in Rovigo, whose
business is focused on the development, production and distribution of agricultural tractors on the basis of agreements

with major international producers (Agco, John Deere, Claas).

In 2017, Carraro S.p.A. realised sales revenues of 166.939 million Euros (142.863 million Euros as at 31 December

2016), mostly generated by Divisione Agritalia and by R&D activities.

EBITDA was positive at 7.688 million Euros, 4.6% of turnover, an increase of 19.8 % compared to the positive figure of

6.414 million Euros (4.5% of turnover) in the previous year. EBIT was positive, amounting to 3.229 million Euros (1.9%
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of turnover), growing 42% compared to the positive value of 2.273 million Euros (1.6% of turnover) as at 31 December
2016. Net of items not related to recurring operations (capital losses from impairment relating to development costs),
EBITDA would have been 9.592 million Euros (5.7% of turnover) compared to the 7.595 million Euros (5.3% of
turnover) of 2016, while EBIT would have been positive at 5.133 million Euros (3% of turnover) compared to the

positive value of 3.454 million Euros (2.4% of turnover) in the previous year.

Net financial expenses amounted to 5.362 million Euros (3.2% of turnover), a significant decrease compared to 7.162

million Euros (5% of turnover) as at 31 December 2016.
Dividends received at 31 December 2017 amounted to 17.8 million Euros, mainly from Carraro Drive Tech SpA.

With taxes receivable amounting to 275 thousand Euros (1.910 million Euros in 2016) 2017 closed with a net profit of
15.736 million Euros (9.4% of turnover) compared to a loss of 1.437 million Euros (-1.0% of turnover) as at 31

December 2016.

In 2017, amortisation and depreciation were equal to 4.459 million Euros in line with those of the previous year (4.141

million Euros).

Gross investments in 2017 amounted to 3.802 million Euros (5.211 million Euros at 31 December 2016): these are
capitalised internal costs related to work in progress for the expansion of the building and offices and the capitalisation

of the R&D projects.

The net financial position of operations recorded debt amounting to 72.901 million Euros, compared to debt of 111.535
million Euros as at 31 December 2016. The improvement in the net financial position was mainly due to the payment of

20 million Euros by way of capital increase by the shareholders, as well as receipt of dividends as previously described.

The shareholders' equity of Carraro S.p.A at 31 December 2017 amounted to 87.389 million Euros, an increase
compared to 52.659 million Euros in 2016, following the capital increase already mentioned which took place during

the year.

The workforce as at 31 December 2017 totalled 462 persons (of which 156 at the holding in Campodarsego, including

the R&D area with 82 people, and 306 at the Rovigo plant of Divisione Agritalia).

Summary results of the parent company and the companies it directly controls, not attributable to any of the Business

Areas, are given below.

(amounts in Euro thousands)

Carraro SpA Carraro Deutschland GmbH
% % Diff % %
31.12.17 of 31.12.16 of % °| 31.12.17 of 31.12.16 o Diff. %
turnover turnover turnover turnover

Turnover 166,939 142,863 16.9 - -
EBITDA 7,688 4.6 6,414 4.5 19.9 -1,373 -380 n.r.
EBIT 3,229 1.9 2,273 1.6 42.1 -1,373 -380 n.r.
Net
Profit/(loss) 15,736 9.4 -1,437 -1.0 n.r. -1,094 8,595 n.r.
Amortisation,
depreciation
and
impairment 4,459 2.7 4,141 2.9 7.7 - -
Investments 3,802 5,211 - -
Net financial
position of
operations -72,901 -111,535 10,892 10,739
Shareholders’
equity 87,389 52,659 9,794 10,889
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Carraro International SE (1) MiniGears Inc.
% % Diff % %
31.12.17 of 31.12.16 of % * | 31.12.a7 of 31.12.16 o Diff. %
turnover turnover turnover turnover

Turnover 300 285 5.3 - - - -
EBITDA -706 -922 -23.4 -4 - -4 -
EBIT -718 -934 -23.1 -4 - -4 -
Net
Profit/(loss) 10,579 -5,722 n.r. -5 - -5 -
Amortisation,
depreciation
and
impairment 12 4.0 12 4.2 0.0 - - - -
Investments - - - - - -
Net financial
position of
operations -26,848 -30,265 6 - 8
Shareholders’
equity 18,086 8,707 -2 - 4

1) Based in Luxembourg, the company performs the financial management and treasury functions of the Group.
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Performance and results of the

Carraro Group Business Areas
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BUSINESS AREA DRIVELINES & COMPONENTS - DRIVE TECH



SUBCONSOLIDATED INCOME STATEMENT AS AT 31.12.2017
DRIVELINES & COMPONENTS - DRIVE TECH BUSINESS AREA
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(amounts in Euro thousands) 31.12.17 % 31.12.16 % Changes
31.12.17 31.12.16
REVENUES FROM SALES 492,786 100.00% 461,797 100.00% 30,989 6.71%
Purchases of goods and materials
(net of changes in inventories) -284,208 -57.67% -269,130 -58.28% -15,078 -5.60%
Services and Use of third-party goods and
services -94,000 -19.08% -87,426 -18.93% -6,574 -7.52%
Personnel costs -68,233 -13.85% -66,242 -14.34% -1,991 -3.01%
Amortisation, depreciation and impairment
of assets -16,992 -3.45% -16,646 -3.60% -346 -2.08%
Provisions for risks -4,397 -0.89% -6,094 -1.32% 1,697 27.85%
Other income and expenses 7,333 1.49% 4,533 0.98% 2,800 61.77%
Internal construction 414 0.08% 345 0.07% 69 20.00%
OPERATING COSTS -460,083 -93.36% -440,660 -95.42% -19,423 -4.41%
OPERATING PROFIT/(LOSS) (EBIT) 32,703 6.64% 21,137 4.58% 11,566 54.72%
Income from equity investments -326 -0.07% -14 0.00% -312
Other financial income 2,868 0.58% 2,254 0.49% 614 27.24%
Financial costs and expenses -6,997 -1.42% -7,066 -1.53% 69 0.98%
Net gains/(losses) on foreign exchange -1,776 -0.36% -1,194 -0.26% -582 -48.74%
Value adjustments of financial assets 121 0.02% - 0.00% 121
GAINS/(LOSSES) ON FINANCIAL
ASSETS -6,110 -1.24% -6,020 -1.30% -90 -1.50%
PROFIT/(LOSS) BEFORE TAXES 26,593 5.40% 15,117 3.27% 11,476 75.91%
Current and deferred income taxes -7,578 -1.54% -5,194 -1.12% -2,384 -45.90%
NET PROFIT/(LOSS) 19,015 3.86% 9,923 2.15% 9,092 91.63%
Profit/(loss) pertaining to minorities -3 0.00% 1 0.00% -4
BUSINESS AREA CONSOLIDATED
RESULT 19,012 3.86% 9,924 2.15% 9,088 91.58%
EBITDA 49,558 10.06% 37,479 8.12% 12,079 32.23%

* for the breakdown, please refer to the "Summary of year" section, which describes the alternative performance indicators

Drivelines & Components - Drive Tech Business Area
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DRIVELINES & COMPONENTS - DRIVE TECH BUSINESS AREA
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(amounts in Euro thousands) 31.12.17 31.12.16

Property, plant and equipment 100,176 110,113
Intangible fixed assets 42,293 43,098
Real estate investments 155 155
Investments 16,348 16,552
Financial assets 3,096 4,854
Deferred tax assets 7,035 7,763
Trade receivables and other receivables 5,467 3,416
NON-CURRENT ASSETS 174,570 185,951
Closing inventory 88,108 81,592
Trade receivables and other receivables 89,603 67,683
Financial assets 10,623 4,997
Cash and cash equivalents 23,613 32,495
CURRENT ASSETS 212,037 186,767
TOTAL ASSETS 386,607 372,718
Share Capital 30,102 30,102
Reserves 65,463 96,979
Foreign currency translation reserve -9,442 -15,269
Profit/loss for the year 19,012 9,924
Minority interests 9,040 -
SHAREHOLDERS’ EQUITY 114,175 121,736
Financial liabilities 36,714 41,678
Trade payables and other payables 421 645
Deferred tax liabilities 2,412 2,038
Provision for severance indemnity and retirement benefits 7,660 8,002
Provisions for risks and liabilities 3,097 4,107
NON-CURRENT LIABILITIES 50,304 56,470
Financial liabilities 57,005 51,918
Trade payables and other payables 153,337 130,166
Current taxes payables 2,739 3,582
Provisions for risks and liabilities 0,047 8,846
CURRENT LIABILITIES 222,128 194,512
TOTAL SHAREHOLDERS’ EQUITY AND LIABILITIES 386,607 372,718

Drivelines & Components - Drive Tech Business Area
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ANALYSIS OF NET WORKING CAPITAL OF OPERATIONS AT 31.12.2017
DRIVELINES & COMPONENTS - DRIVE TECH BUSINESS AREA

(amounts in Euro thousands) 31.12.17 31.12.16
Trade Receivables 67,559 49,237
Closing Inventory 88,108 81,592
Trade Payables -130,524 -111,785
Net Working Capital of operations 25,143 19,044

Drivelines & Components - Drive Tech Business Area
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CORPORATE STRUCTURE OF THE BUSINESS AREA DRIVELINES & COMPONENTS - DRIVE TECH
AS AT 31.12.2017
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Drivelines & Components - Drive Tech Business Area
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Drivelines & Components - Drive Tech Business Area

The target markets of the Drive Tech & Components Business Area (hereafter Drive Tech), since the very first months
of 2017, showed important signs of recovery compared to the same period of the previous year; the analysis by quarter
shows a good increase in turnover in the first two quarters, stabilisation in the third quarter, while during the last
segment of the year the market started to grow again, in contrast with the last quarter of 2016.

Drive Tech sales revenues as at 31 December 2017 amounted to a total of 492.786 million Euros compared to 461.797
million Euros in the same period of 2016, up by 6.7%.

Below is the detailed analysis of the main target markets.

Agricultural market

Sales in the agricultural market in 2017, representing 37.69% (38.83% in 2016) of Drive Tech turnover, recorded a
2.99% increase over 2016.

The Business Area saw a significant increase in market share in North America, which represents 3.65% of the total
(1.95% in 2016) recording +98.6% compared to 2016; growth in India (8.45% compared to 8.22% in 2016) and in
China (2.35% compared to 2.12% in 2016) was also positively consolidated. The Italian market is also worthy of
mention, representing 2.6% of turnover (2.5% in 2016) in which, in the current year, Drive Tech recorded an increase
of 10.8% compared to 2016. The Turkish market on the other hand, which represents 5.06% of turnover (6.71% in
2016), recorded a decrease of 20.1% compared to the previous year due to the instability of the area and the related
currency trend. Finally, as regards the rest of the European market, France stood at 4.01% of turnover compared to
4.63% in 2016 and Germany at 1.47% (2.23% in 2016).

The European market confirmed the timid positive signs already apparent in 2016, albeit with different trends
according to the different countries. The tendency to use the 4WD version and to abandon the 2WD versions is
confirmed on the Indian market, the first in the world for number of agricultural tractors. Also worthy of note is the
situation in the Chinese market, which, in the face of falling domestic sales, recorded a favourable change in mix in the
medium-high ranges, where Drive Tech operates, and this trend seems to be confirmed also for 2018. Encouraging
signs of recovery were recorded in the high-end segment both on the American continent (North and South America)

and in Russia and Central Europe.

Construction equipment market

The Construction Equipment market, which represents 39.63% of turnover (39.37% in 2016), recorded an increase in
absolute value of 6.81% compared to 2016.

India, the main target market for this segment, which represents 6.64% of turnover (5.19% in 2016), recorded an
increase of 35.4% and China stood at 2.66% of turnover (2.05%) with an increase of 36.9%; even the Turkish market,
despite the turbulence mentioned above, showed - in this segment - signs of recovery, accounting for 3.09% of total
turnover (2.73% in 2016) equal to an increase of 19.7% compared to the previous year. In contrast were the German
market, representing 5.12% (5.65% in 2016) and the French market 0.85% (1.14% in 2016).

As for the backhoe loader segment, the significant growth in the Indian market was confirmed, also thanks to a new
propensity towards exports in Asia, the Middle East and Latin America. Sales in Europe, Brazil and North America
were stable, albeit with increasing volumes in the second half of 2017. In North America in particular, the recovery

concerned the construction market as mentioned in the general section.
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Material handling market
The Material Handling segment represented 5.16% of turnover (5.2% in 2016), up 5.25% from the previous year, a

performance consistent with the industry trend. Europe and the United States remain the main markets for this

product segment, with over 96% of sales. The growth of electric vehicles is confirmed in this segment.

Automotive Market

The Automotive segment accounts for 3.4% of the turnover for the Drive Tech Business Area, substantially unchanged
in percentage terms compared to the previous year and nevertheless shows an increase of 5.27% compared to 2016.
This increase is essentially due to the renewal of the range by the main customers and the good performance of light

commercial vehicles, especially on the Italian market.

Replacement parts

The replacement parts turnover was positively affected by the overall recovery, mentioned above, recording an increase
of 8.2% compared to the previous year. The analysis by geographical area shows significant increases in the Italian
market (+20.1% compared to 2016) and in the French and US markets, respectively, with growth of 7.6% and 7.7%.

The sales analysis of replacement parts by application market shows, similarly to the sale of the first installation
products, an increase in the agricultural market of +9.4%, in the material handling market (+5.3%) while the
construction equipment market marks a decrease of 15.9%.

Further turnover opportunities went begging due to delays in the provision of services by the company responsible for
managing the handling and packaging of replacement parts on behalf of Carraro at the Monselice site. The delay
accumulated in relation to this contingency is already in the recovery phase and will be completely reabsorbed within
the first few months of 2018. Precisely in order to guarantee a better and more efficient management of these
components, the Group has decided to set up a new company called Driveservice S.r.l which, among other things, will

deal with the logistics management of replacement parts with its operational headquarters in Poggiofiorito (CH).

Results summary

The data on margins confirm a constant improvement thanks to both the consolidation of the results obtained in cost
optimisation by virtue of the actions taken on the manufacturing process, and to the positive effect of volumes that
allow a better absorption of fixed costs. EBITDA amounted to 49.558 million Euros (10.1% of turnover), an
improvement of 32.2% compared to the 37.479 million Euros (8.1% of turnover) of 2016, while EBIT amounted to
32.703 million Euros (6.6% of turnover), an increase of 54.7% compared to the 21.137 million Euros (4.6% of turnover)
of 31 December 2016.

The 2017 results were affected by restructuring costs incurred by the Argentine subsidiary amounting to 1.2 million
Euros (compared to 4.3 million Euros in 2016). It is also pointed out that in 2017 a capital gain was realized from the
total sale of the property of the Argentine factory for a value of 3.3 million Euros.

Net of non-recurring operating items, the adjusted EBITDA and EBIT would be as follows:
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. % of % of
(amounts in Euro thousands) 31.12.2017 = er 31.12.2016 furnover
EBITDA 49,558 10.1% 37,479 8.1%
ADJUSTED EBITDA 47,428 9.6% 41,736 9.0%
EBIT 32,703 6.6% 21,137 4.6%
ADJUSTED EBIT 30,573 6.2% 25,394 5.5%

Earnings before tax were equal to 26.593 million Euros (5.4% of turnover), a significant improvement compared to
15.117 million Euros (3.3% of turnover) in 2016; it is recalled that the 2017 pre-tax result includes, as mentioned above,
the net gain arising from the sale of a part of the Argentine Plant building of 3.3 million Euros, the restructuring costs

relating to said company of 1.2 million Euros, as well as the related tax effect (746 thousand Euros).

Net profit was equal to 19.012 million Euros (3.9% of turnover) compared to 9.924 million Euros (2.1% of turnover) in

2016.

Net of the non-recurring operating items, the adjusted and proforma net profit would be as follows:

. % of % of
(amounts in Euro thousands) 31.12.2017 o o 31.12.2016 amover
NET PROFIT/(LOSS) 19,012 3.9% 9,924 2.1%
ADJUSTED NET PROFIT/(LOSS) 17,628 3.6% 14,181 3.1%

The net financial position of operations at 31 December 2017 was negative at 57.045 million Euros, up from the 52.147
million Euros of 31 December 2016, due to the payment of dividends to parent companies, but decreasing compared to
the 63.989 million Euros of 30 June 2017, mainly thanks to the positive cash flows deriving from the reduction in net
working capital, as well as from the capital increase paid by Friulia in SIAP Spa controlled by Carraro Drive Tech Spa

(total of 8 million, of which 4.4 million share capital, 3.6 million share premium).
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A breakdown of turnover between sales to third parties and intra-group is provided below:

(amounts in Euro thousands)

SALES SALES TO THIRD PARTIES RELATED SALES INTRA-GROUP SALES
2017 2016 D;/off' 2017 2016 D;/(i:f : 2017 2016 Diff. % 2017 2016 D;/off'
CARRARO DRIVE
TECH 492,786 461,797 6.7 | 466,509 439,637 1,659 -35.2 24,618 19,601 25.6

Intra-group sales refer to sales realised between companies from different business areas (in particular Drive Tech and

Divisione Agritalia).

Turnover from third parties, which accounts for 95% of total turnover, was equal to 466.509 million Euros compared to

439.637 million for the previous year (95.2% of total turnover) up by 6.1%. Turnover from Group and related

companies amounted to 26.277 million Euros (5% of total turnover), with a 18.6% increase compared to 22.160 million

Euros (4.8% of total turnover) in 2016.

The following table breaks down turnover from third parties by geographical area:

(amounts in Euro thousands)

difference %

Geographical Area 31.12.2017 % 31.12.2016 % 17 '16
India 77,173 16.54 64,931 14.77 18.85
North America 54,906 11.77 52,827 12.02 3.94
Germany 52,568 11.27 56,939 12.95 -7.68
South America 48,346 10.36 41,209 9.37 17.32
Turkey 40,159 8.61 43,646 9.93 -7.99
United Kingdom 34,390 7.37 34,596 7.87 -0.60
China 20,544 6.33 20,094 4.57 47.03
France 26,117 5.60 209,160 6.63 -10.44
Switzerland 5,722 1.23 5,989 1.36 -4.46
Poland 4,586 0.98 4,715 1.07 -2.74
Spain 2,418 0.52 1,770 0.40 36.61
Other 38,108 8.19 32,445 7.38 17.73
Total Abroad 414,127 88.77 388,321 88.33 6.65
Ttaly 52,382 11.23 51,316 11.67 2.08
Total 466,509 100.00 439,637 100.00 6.11

Sales made within the European market accounted for 43.30% of total turnover (46.54% in 2016), while sales to

markets outside Europe amounted to 56.7% (53.46% in 2016).
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Overall turnover of Drive Tech by geographic area shows India with 16.54% (14.8% in 2016) as the main market outside
Europe, followed by North America with 11.8% (12.0% in 2016), by South America with 10.3% (9.4% in 2016) and
Turkey 8.6% (9.9% in 2016), while Germany, with 11.27% (12.95% in 2016) is the main market in the European Union
followed by Italy with 11.23% (11.67% in 2016) and the United Kingdom with 7.37% (7.87% in 2016).

Overall turnover from foreign markets as of 31 December 2017 was 88.77% of the total Drive Tech turnover, against

88.33% in the same period of 2016 (an increase of 6.65%).

The following table breaks down sales to third parties by application segment:

(amounts in Euro thousands)

Sector 31.12.17 % 31.12.16 % Diff 2017-16%
Construction Equipment 184,861 39.63 173,080 39.37 6.81
Agricultural 175,810 37.69 170,708 38.83 2.99
Replacement parts 51,871 11.12 47,957 10.91 8.16
Material Handling 24,065 5.16 22 865 5.20 5.25
Automotive 15,875 3.40 15,080 3.43 5.27
Industrial 1,040 0.22 1,066 0.24 -2.44
Other 12,087 2.78 8,881 2.02 46.23
Total 466,509 100.00 439,637 100.00 6.11
EBITDA and EBIT

EBITDA stood at 49.558 million Euros compared to 37.479 million Euros in 2016, accounting for 10.06% of turnover

as at 31 December 2017 compared to 8.12% of turnover as at 31 December 2016, an increase of 32.23%.

Excluding non-recurring items, already mentioned, EBITDA would have amounted to 47.428 million Euros (9.6% of
turnover) compared to 41.736 million Euros (9.0% of turnover) compared to 2016. EBIT amounted to 32.703 million
Euros (6.6% of turnover) up by 54.7% compared to 21.137 million Euros (4.6 % of turnover) as at 31 December 2016.
Excluding non-recurring items, it would have amounted to 30.573 million Euros (6.2% of turnover) compared to

25.394 million Euros (5.5% of turnover) in 2016.

(amounts in Euro thousands)

(V) ()

31.12.17 tur/:u())‘fzer 31.12.16 tllI'/‘I)l((:fleI' Diff. %
EBITDA 49,558 10.1 37,479 8.1 32.2
Costs/(income) of non-recurring operations -2,130 4,257
of which:
Capital gain on the sale of real estate in -3,308
Argentina
Restructuring costs in Argentina 1,178 4,272
Other restructuring costs -15
ADJUSTED EBITDA 47,428 9.6 41,736 9.0 13.6
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(amounts in Euro thousands)

(V) 0,
31.12.17 % of 31.12.16 % of Diff. %
turnover turnover
EBIT 32,703 6.6 21,137 4.6 54.7
Costs/(income) of non-recurring operations -2,130 4,257
of which:
Capital gain on the sale of real estate in
Argentina -3,308
Restructuring costs in Argentina 1,178 4,272
Other restructuring costs -15
ADJUSTED EBIT 30,573 6.2 25,394 5.5 20.4
Financial expenses
(amounts in Euro thousands)
31.12.17 % of 31.12.16 % of Diff. %
turnover turnover
Net financial expenses 4,129 -0.8 4,812 -1.0 14.2

Financial expenses as at 31 December 2017 amounted to 4.129 million Euros (0.8% of turnover) a reduction compared
to 4.812 million Euros (1.0% of turnover) as at 31 December 2016, thanks to lower average indebtedness compared to

the previous year.

Income (expenses) from equity investments

(amounts in Euro thousands)

31.12.17 % of 31.12.16 % of Diff. %
turnover turnover
Income (expenses) from equity -326 0.0 14 0.0 or

investments
During 2017, some adjustments were made relating to the sale price of 55% of the German company O&K

Antriebstechnik, a sale formalised on 30 December 2015, following the resolution of certain claims.

Exchange differences

(amounts in Euro thousands)

% of % of

31.12.16 Diff. %
turnover turnover

31.12.17

Exchange differences -1,776 -0.4 -1,194 -0.3 -48.7
Exchange differences as at 31 December 2017 were negative amounting to 1.776 million Euros compared to 1.194

million Euros as at 31 December 2016.

Net profit/(loss)

After tax at 7.578 million Euros, Drive Tech showed a profit of 19.012 million Euros (3.9% of turnover), compared to
the previous year when it stood at 9.924 million Euros (2.1% of turnover). Net of the effects of non-recurring events
already mentioned, net profit would have been equal to 17.628 million Euros (3.6% of turnover) compared to 14.181

million Euros (3.1% of turnover) in 2016.
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(amounts in Euro thousands)

(V) 0,
31.12.17 % of 31.12.16 % of Diff. %
turnover turnover
NET PROFIT/(LOSS) 19,012 3.9 9,924 2.1 91.6
Costs/(income) of non-recurring operations
net of the tax effect -1,384 4,257
ADJUSTED NET PROFIT/(LOSS) 17,628 3.6 14,181 3.1 24.3

In the above table, the net profit was adjusted to take into account, as mentioned above, the net gain arising from the
sale of a part of the Argentine Plant building of 3.3 million Euros and the restructuring costs relating to said company

of 1.2 million Euros, as well as the related tax effect (746 thousand Euros).

Amortisation, depreciation and impairment of assets

(amounts in Euro thousands)

% of % of

3 (V)
31.12.17 turnover 31.12.16 turnover Diff. %
Depreciation and amortisation 15,549 3.2 15,893 3.4 -2.2
Impairment 1,306 0.3 449 0.1 n.r.

Impairment of fixed assets mainly refers to the write-down of machinery at the Poggiofiorito plant.

Investments

(amounts in Euro thousands)

31.12.17 31.12.16

Investments 12,097 10,236

Investments amount to 12.097 million Euros, for the development of new projects to improve production efficiency and

upgrade existing systems.

Net financial position of operations

(amounts in Euro thousands)

31.12.17 30.09.17 30.06.17 31.12.16

Net financial position of operations - 57.045 - 68.525 -63,989 52,147

The net financial position of operations as at 31 December 2017 registered a negative balance of 57.045 million Euros
compared to the negative balance of 52.147 million Euros as at 31 December 2016: the deterioration was mainly due to
the disbursement of dividends amounting to 29.2 million Euros, but was mitigated by cash flows deriving from the

improvement in net working capital and from the payment of the capital increase by Friulia in STAP SpA.

Drivelines & Components - Drive Tech Business Area



Report on the 2017 Consolidated Financial Statements

HUMAN RESOURCES
Workforce trend

31.12.17 31.12.16
Executives 9 10
Clerical staff 467 467
Factory workers 1,863 1,829
Temporary workers 353 283
Total 2,692 2,589

The increase in personnel compared to 31 December 2016 was mainly due to the increase in production volumes.
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Summary data of companies belonging to the Business Area Drivelines & Components - Drive Tech as at 31.12.2017

(amounts in Euro thousands)

Carraro Drive Tech SpA (1) Siap SpA
% % 3 % % .
31.12.17 of 31.12.16 of D:/ff‘ 31.12.17 of 31.12.16 of D:/ff'
turnover turnover ° turnover turnover °
Turnover 325,677 312,922 4.1 67,821 61,350 10.5
EBITDA 25,140 7.7 20,640 6.6 21.8 7,334 10.8 5,792 9.4 26.6
EBIT 19,665 6.0 15,983 51 23.0 3,442 5.1 1,687 27  nr.
Net
profit/(loss) 4,932 1.5 11,868 3.8 -584 2,048 4.3 1,639 2.7  79.9
Amortisation,
depreciation
and
impairment 5,475 1.7 4,657 1.5 17.6 3,892 5.7 4,105 6.7 -5.2
Investments 2,571 5,688 4,537 3,443
Net financial
position of
operations -59,846 -43,067 3,585 -842
Shareholders’
equity 70,301 94,825 38,900 33,062
Carraro India Pvt. Ltd. Carraro China Drives System Co. Ltd.
% % 3 % % .
31.12.17 of 31.12.16 of D;/ﬂ:’ 31.12.17 of 31.12.16 of D:/ff'
turnover turnover turnover turnover
Turnover 132,619 118,410 12.0 59,684 49,534 20.5
EBITDA 9,769 7.4 8,701 7.3 12.3 4,371 7.3 5.452 1.0 -19.8
EBIT 5,003 3.8 4,056 34 233 2,314 3.9 3,303 6.7 -29.9
Net
Profit/(loss) 2,037 1.5 1,408 1.2 44.7 1,159 1.9 1,481 3.0 -217
Amortisation,
depreciation
and
impairment 4,766 3.6 4,645 3.9 2.6 2,057 3.4 2,149 4.3 -4.3
Investments 3,537 3,913 918 288
Net financial
position of
operations -11,815 -6,646 9,860 3,126
Shareholders’
equity 33,817 34,092 24,692 25,233
Carraro Argentina SA Carraro Technologies Ltd (2)
% % q % % .
31.12.17 of 31.12.16 o D:/ff‘ 31.12.17 of 31.12.16 of D;/ff'
turnover turnover ° turnover turnover °
Turnover 29,973 32,674 -8.3 1,484 1,443 2.8
EBITDA 2,235 7.5 -3,026 -0.3 n.r. 272 18.3 203 20.3 -7.2
EBIT 1,826 6.1 -3,494 -10.7 n.r. 196 13.2 203 14.1  -3.4
Net
Profit/(loss) -291 -1.0 -4,727 -14.5 -93.8 193 13.0 142 9.8 359
Amortisation,
depreciation
and
impairment 409 1.4 468 1.4 -12.6 76 5.1 90 6.2 -15.6
Investments 349 507 19 99
Net financial
position of
operations 209 -2,603 1,266 1,204
Shareholders’
equity 5,655 1,535 1,815 1,744

(1) Subholding and parent company of the Business Area.
(2) This company carries out design, research and development for the Group and third parties and is based in Pune (India)
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Carraro Drive Tech do Brasil Inc Carraro.No-rt.h e
(Virginia Beach)
%
% % . % .
31.12.17 of 31.12.16 of D:Aff' 31.12.17 of 31.12.16 h‘::n D‘gf'
turnover turnover turnover
over
Turnover 6,367 3,406 86.9 1,008 1,342 -24.9
EBITDA 360 5.7 -263 77 nr. 4 0.4 5 0.4 -20.0
EBIT 223 3.5 -392 -11.5  nr. 4 0.4 4 03 0.0
Net
Profit/(loss) -433 -6.8 -1,080 -31.7 -59.9 -3 -0.3 -5 -0.4 -40.0
Amortisation,
depreciation and
impairment 137 2.2 129 3.8 6.2 - 0.0 1 0.1 -100.0
Investments 218 13 - -
Net financial
position of
operations 4 -3,312 -307 82
Shareholders’
equity 1,839 -1,243 -252 -284
FON SA
% % .
31.12.17 e hover 31.12.16 of Diff. %
turnover

Turnover - -
EBITDA 104 -87 19.5
EBIT -104 -87 19.5
Net
Profit/(loss) -104 -86 20.9
Amortisation,
depreciation and
impairment - -
Investments - -
Net financial
position of
operations - 1
Shareholders’
equity - -28
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BUSINESS AREA VEHICLES — AGRITALIA

Business Area Vehicles — Agritalia
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INCOME STATEMENT AS AT 31.12.2017 — BUSINESS AREA VEHICLES - AGRITALIA

(amounts in Euro thousands) 31.12.17 % 31.12.16 % Changes

31.12.17 31.12.16

REVENUES FROM SALES 141,302 100.00% 119,756 100.00% 21,546 17.99%

Purchases of goods and materials

(net of changes in inventories) -103,031 -72.92% -85,214 -71.16% -17,817 -20.91%
Services and Use of third-party goods and

services -14,960 -10.59% -14,903 -12.44% -57 -0.38%
Personnel costs -12,484 -8.83% -11,890 -9.93% -594 -5.00%
Amortisation, depreciation and impairment

of assets -1,502 -1.06% -1,645 -1.37% 143 8.69%
Provisions for risks -2,206 -1.56% -1,601 -1.34% -605 -37.79%
Other income and expenses 491 0.35% 101 0.08% 390

Internal construction 666 0.47% 1,596 1.33% -030 -58.27%
OPERATING COSTS -133,026 -94.14% -113,556 -94.82% -19,470 -17.15%
OPERATING PROFIT/(LOSS) (EBIT) 8,276 5.86% 6,200 5.18% 2,076 33.48%
Income from equity investments - 0.00% - 0.00% -

Other financial income 11 0.01% 19 0.02% -8 -42.11%
Financial costs and expenses -38 -0.03% -46 -0.04% 8 17.39%
Net gains/(losses) on foreign exchange 9 0.01% -1 0.00% 10

Value adjustments of financial assets - 0.00% - 0.00% -
GAINS/(LOSSES) ON FINANCIAL

ASSETS -18 -0.01% -28 -0.02% 10 35.71%
PROFIT/(LOSS) BEFORE TAXES 8,258 5.84% 6,172 5.15% 2,086 33.80%
Current and deferred income taxes - 0.00% - 0.00% - 0.00%

CONTRIBUTION TO THE NET
PROFIT/(LOSS) OF CARRARO SPA 8,258 5.84% 6,172 5.15% 2,086 33.80%

EBITDA* 9,707 6.87% 7,786 6.50% 1,921 24.67%

* for the breakdown, please refer to the "Summary of year" section, which describes the alternative performance indicators
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EQUITY AND FINANCIAL DISCLOSURE AS AT 31.12.2017
BUSINESS AREA VEHICLES — AGRITALIA

(amounts in Euro thousands) 31.12.17 31.12.16
Property, plant and equipment 9,553 9,832
Intangible fixed assets 4,539 4,148

Real estate investments - -

Holdings in subsidiaries and associates - -

Financial assets - -

Deferred tax assets 1,375 1,376
Trade receivables and other receivables 10 9
NON-CURRENT ASSETS 15,477 15,365
Closing inventory 36,513 10,688
Trade receivables and other receivables 27,238 9,846
Financial assets - 12

Cash and cash equivalents - -

CURRENT ASSETS 63,751 20,546
TOTAL ASSETS 79,228 35,911
CONTRIBUTION TO SHAREHOLDERS' EQUITY OF CARRARO SPA 2,021 -1,956
Financial liabilities 25 -
Trade payables and other payables - 1
Deferred tax liabilities - -
Provision for severance indemnity and retirement benefits 1,178 1,231
Provisions for risks and liabilities - 201
NON-CURRENT LIABILITIES 1,203 1,433
Financial liabilities 8 -
Trade payables and other payables 70,578 33,448
Current taxes payables - -
Provisions for risks and liabilities 4,518 2,086
CURRENT LIABILITIES 75,104 36,434

TOTAL SHAREHOLDERS’ EQUITY AND LIABILITIES 79,228 35,911



ANALYSIS OF NET WORKING CAPITAL OF OPERATIONS AT 31.12.2017
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BUSINESS AREA VEHICLES — AGRITALIA

(amounts in Euro thousands) 31.12.17 31.12.16

Trade Receivables 19,094 8,200
Closing inventory 36,513 10,688
Trade Payables -58,011 -31,286
Net Working Capital of operations -2,404 -12,398
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CORPORATE STRUCTURE OF THE BUSINESS AREA VEHICLES — AGRITALIA AS AT 31.12.2017

Carraro Spa

Divisione Agritalia

Business Area Vehicles — Agritalia

Carraro Agritalia closed 2017 with a turnover of 141.302 million Euros, a value never achieved in the past and a
significant increase compared to the 119.756 million Euros in the previous year. Tractors sold to third-party customers
amounted to 4,673 units (against 4,052 in 2016). Turnover from 2017 development projects amounted to 6.254 million
Euros compared to 8.456 million Euros of 2016, in line with the objectives. EBITDA in 2017 was equal to 9.707 million
Euros (6.87% of turnover), compared to 7.786 million Euros (6.5% of turnover) in 2016, both values records for the
division. Margins improved both in absolute terms and as a percentage thanks to higher volumes and the containment

of transformation and structural costs, which offset the inflationary pressures on purchased materials.
Three key factors contributed to the turnover growth:

- the start of exports on the North American market of the new range of tractors for the customer John Deere,
important quantities that were used to create stocks in the customer's distribution network for the start of
sales.

- the end-of-line peak of the ITITIA emission stage specialised tractor range,

- the production start-up of the IIIB emission stage range, with a considerably higher level of technology and

price than previous models.

In 2017, Agritalia was also involved in a significant effort to successfully implement the expansion of the Carraro
Tractors brand product range and the new options and models to offer to its OEM customers. The year also marked

the beginning of a development activity in the field of tractor electrification, destined to continue in the future.
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Turnover
The turnover of the Vehicles Business Area as at 31 December 2017 was equal to 141.302 million Euros compared to

119.756 million Euros as at 31 December 2016.

A breakdown of turnover between sales to third parties and intra-group is provided below:

(amounts in Euro thousands)

SALES SALES TO THIRD PARTIES INTRA-GROUP SALES
31.12.17 31.12.16 Diff. % | 31.12.17 31.12.16  Diff. % | 31.12.17 31.12.16 Diff. %

CARRARO
DIV.
AGRITALIA 141,302 119,756 18.0 137,456 115,081 19.4 3,846 4,675 -17.7

Intra-group sales refer to sales realised between companies from different business areas (in particular Carraro Drive
Tech).

The following table breaks down turnover from third parties by geographical area:

(amounts in Euro thousands)

(amounts in Euro thousands) 31.12.2017 % 31.12.2016 % dj/oﬂ:‘i:,‘:ge
Switzerland 32,022 23.30 33,992 20.54 -5.80
North America 20,883 21.74 3,261 2.83 816.38
Spain 13,489 9.81 12,416 10.79 8.64
France 5,610 4.08 9,003 7.90 -38.30
Turkey 5,440 3.96 4,087 3.55 33.10
Australia 2,894 2.11 2,602 2.26 11.22
South America 2,137 1.55 1,148 1.00 86.15
Germany 1,884 1.37 2,857 2.48 -34.06
Poland 1,595 1.16 808 0.70 97.40
United Kingdom 1,006 0.73 1,481 1.29 -32.07
Other 6,097 4.44 8,237 7.16 -25.98
Total Abroad 102,057 74.25 79,982 69.50 27.60
Italy 35,399 25.75 35,099 30.50 0.85
Total 137,456 100.00 115,081 100.00 19.44

Worthy of note is the effect on the North American market due to the increase in stock by the customer John Deere.

The decrease in sales in France is due to lower purchases of tractors by certain customers

EBITDA and EBIT
(amounts in Euro thousands)
% of % of cer o
31.12.17 turnover 31.12.16 turnover Diff. %
EBITDA 9,707 6.9 7,786 6.5 24.7
Costs/(income) of non-recurring
operations - -

ADJUSTED EBITDA 9,707 6.9 7,786 6.5 24.7
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(amounts in Euro thousands)

EBIT 8,276 5.9 6,200 5.2 33.5
Costs/(income) of non-recurring

operations - -

ADJUSTED EBIT 8,276 5.9 6,200 5.2 33.5

There were no non-recurring effects to report.

EBITDA was equal to 9.707 million Euros (6.9% of turnover) compared to 7.786 million Euros (6.5% of turnover) as at
31 December 2016. EBIT increased by 33.5% compared to 31 December 2016 (8.276 million Euros, 5.9% of turnover

compared to 6.200 million Euros, 5.2% of the turnover in the previous year).

Net financial expenses

(amounts in Euro thousands)

31.12.17 % of 31.12.16 % of Diff. %
turnover turnover
Net financial expenses -27 -0.0 -27 -0.0 -

Albeit with a positive net financial position of operations, there were financial charges, amounting to 27 thousand

Euros, relating to bank charges and commission.

Exchange differences

(amounts in Euro thousands)

31.12.17 % of 31.12.16 % of Diff. %
turnover turnover
Exchange differences 9 -0.0 -1 -0.0 n.r.

Contribution to the net profit/(loss) of Carraro SpA

(amounts in Euro thousands)

% of % of

31.12.16 Diff. %
turnover turnover

31.12.17

Contribution to the net

profit/(loss) of Carraro SpA 8,258 5.8 6,172 5.2 33.8
Costs/(income) of non-recurring

operations net of the tax effect - -

Adjusted contribution to the net

profit/(loss) of Carraro SpA 8,258 5.8 6,172 5.2 33.8

2017 closed with a net profit of 8.258 million Euros (5.8% of turnover), a significant increase compared to the previous

year (6.172 million Euros, 5.2% of turnover).

Amortisation, depreciation and impairment of assets

(amounts in Euro thousands)

31.12.17 % of 31.12.16 % of Diff. %
turnover turnover
Amortisation, depreciation and
impairment 1,431 1.0 1,586 1.1 -0.8
Investments
(amounts in Euro thousands)
31.12.17 31.12.16

Investments 1,543 1,809




HUMAN RESOURCES

Workforce trend

Figures as at 31.12.2017
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31.12.17 31.12.16
Executives 4 3
Clerical staff 82 82
Factory workers 143 144
Temporary workers 77 4
Total 306 233

The increase in personnel compared to 31 December 2016 was mainly due to the increase in production volumes

already mentioned.
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KEY RISKS AND UNCERTAINTIES TO WHICH CARRARO SPA AND THE GROUP ARE EXPOSED

Risks associated with the general economic conditions

The Group’s financial, capital and borrowing situation is influenced by various factors within the general macro-
economic framework, such as changes to the gross national product, the state of the agricultural and construction
industries, the cost of raw materials and the level of business confidence in the various countries in which the Group

operates.

Also in 2017, the dynamics of the global economy and international trade were characterised by instability in certain

geographic areas.

The prospects for 2018 still remain uncertain and therefore significant risks remain, including the possibility of a
slowdown in emerging economies which may be more pronounced and long-lasting than hitherto assumed, with a

major impact on financial markets.

Risks having an effect on the Group’s results

Significant macro-economic events, such as a generalised and significant increase in the prices of raw materials, a
significant fall in demand in one of the key markets of the Group, enduring uncertainty and volatility of the financial
and capital markets, falling interest rates and unfavourable changes in the exchange rates of the major currencies to
which the Group is exposed are all negative factors for the Group’s operations and future, as well as its economic
results and its financial position. Group’s profitability is affected by the risk of solvency of its counterparties, as well
as the general economic conditions of the country in which the Group carries out its industrial and commercial

operations.

Risks associated with funding requirements

The Group’s liquidity risk is mainly linked to the activation and maintenance of sufficient funding to support

industrial operations.

The raising of funds, consistent with the most recent Business Plan, is intended to finance both the working capital of
operations and investments in R&D and innovation, as well as the fixed assets necessary to ensure sufficient and
technologically advanced production capacity. This requirement is also directly proportional, in addition to the
dynamics of customer orders and the consequent trend in business volumes, to the group's efforts in research and

innovation.

The cash flows envisaged for 2018 include, besides the trend in working capital of operations and investments, the
effects of current liabilities and the short-term portions of medium- and long-term loans reaching maturity, as well
as the effects (assuming the same rates of exchange with compared to 31.12.2017) of the closure of derivative

financial instruments on currencies in existence at the reporting date.

The Group envisages meeting the needs arising from all of the above with the flows deriving from operations,

available liquidity, collection of receivables arising form the disposal of assets and the availability of new sources of
Sfunding.

The management of liquidity, funding requirements and cash flows are under the direct control and management of

the Group Treasury, which operates with the aim of managing the resources available as efficiently as possible.
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Risks relating to fluctuating exchange and interest rates

The Group is exposed to exchange rate risks by virtue of the fact that a significant portion of sales and some of the
purchases are made in currencies other than the Group’s functional currency, with trade transactions carried out by

companies in the Euros area with counterparties that do not belong to the Euros area and vice versa.

Another aspect of exchange rate risk is the fact that several Group companies present their financial statements in

currencies other than the Group’s functional currency.

Exposure to exchange rate risk with reference to each entity is regularly monitored by the Group Treasury according
to a strategy which focuses, in particular, on the balance between purchases and sales in foreign currency and
activating, for the remaining non-balanced portion and according to the criteria set by the company policy in terms
of the management of financial risks, appropriate initiatives to hedge or reduce the risks identified, using the

instruments available on the market.

The Group is also exposed to interest rate risks in relation to financial liabilities assumed to fund either normal
operations or, where applicable, the Group’s expansion by acquisitions. Changes in interest rates may have positive

or negative effects on both the financial outcome and on cash flows.

The interest rate risk on the floating portion is, where necessary, reduced via specific hedging operations.

Credit risk

The Group includes among its customers leading international manufacturers of agricultural machinery,
construction equipment vehicles and industrial; The risk concentration is associated with the size of these customers,
which on a global context is on average high, yet balanced by the fact that credit exposure is distributed across a

complex network of counterparties active in several geographic segments.

The management of credit is designed to prioritise the acquisition of customers of national and international
standing for multi-annual supplies; on this basis consolidated historical relationships have been built up with the
main customers. Generally speaking, these relationships are governed by ad hoc supply contracts. Credit control
requires periodic monitoring of the main financial and economic data (including the delivery schedules) relating to

each customer.

Except in special circumstances to do with country or counterparty risk, guarantees are not normally obtained on

credit.

Receivables are recognised in the accounts net of any write-downs determined by assessing the counterparty's risk of

insolvency based on the information available.

Country risk

The Carraro Group operates in different countries and its exposure to them has gradually increased over the years.
On these markets, unstable economic-political conditions occur on a cyclical basis (for example in Turkey) that have
had an impact and could negatively affect the financial situation and economic results of the Group. A global
presence is fundamental for the Group, encompassing a strategy serving clients and seizing opportunities on new

markets for its product range.

Environmental risks

The Group operates across 8 manufacturing sites in 5 different nations.



Report on the 2017 Consolidated Financial Statements

The manufacturing processes carried out at the Group’s industrial sites are essentially mechanical processing of iron

and steel and assembly of purchased components.

These processes have accessory materials such as packaging, lubricants, paints and solvents. The objective of
limiting the impact of emissions into the environment has seen a significant improvement from 2008 onwards
through an important investment in moving from solvent-based coatings to water-based paints that reduce

atmospheric emissions to zero.

Each site operates in compliance with local environmental regulations. Moreover the management pays continual
attention to environmental issues adopting all the applications that current technology has made available to reduce

the risks of pollution.
Lots of the plants have acquired the Environmental Certification according to the ISO 14001 criteria.

Particular attention is paid to increasing the efficiency of processes in order to maximise energy savings.

TRANSACTIONS WITH RELATED PARTIES

Transactions with related parties carried out during the period gave rise to relationships of a commercial, financial or
advisory nature and were expedited at market terms, in the economic interest of the individual companies involved in

the transactions.

No transactions were carried out that were atypical or unusual with compared to normal business operations and the
interest rates and terms applied to and by the companies in their reciprocal financial relationships are in line with

market terms.

For detailed information, as required by Art. 2497-bis of the Civil Code, section 5, on transactions carried out with

related parties, see the Explanatory Notes to the Individual Financial Statements.

STANDARDS USED IN PREPARING THE CONSOLIDATED FINANCIAL STATEMENTS

The present financial statements are drawn up in compliance with the International Financial Reporting Standards
(IFRS) issued by the International Accounting Standard Board (“IASB”) and endorsed by the European Union in
accordance with Regulation no. 1606/2002 and with the provisions issued in implementation of Art. 9 of Italian
Legislative Decree no. 38/2005. Furthermore, these financial statements are based on the assumption that the

company is a going concern.

OTHER INFORMATION

With reference to the provisions of Articles 15 (formerly 36) and 18 (formerly 39) of Consob Regulation 20249 of
28.12.2017 (formerly 16191 of 29.10.2007), the so-called “Market Regulations”, we can confirm that the parent
company Carraro S.p.A. meets the conditions required by points a), b) and c) of paragraph 1 of the aforementioned Art.
15 (formerly 36) on the subject of accounting situations, articles of association, corporate bodies and administrative
and accounting control of its subsidiaries incorporated and regulated in countries that do not belong to the European

Union.

The Group's perimeter includes 12 companies of which 7 established and regulated in non-European Union countries,
specifically in Argentina, Brazil, China, India and the United States; of these, 3, in Argentina, China and India, are

significant under the terms of Title VI, Section II of the Issuer Regulations (Consob resolution 11971/1999).
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For more complete disclosure on the system of corporate governance of Carraro S.p.A. and its ownership structures, as
required by Article 123-bis of Legislative Decree 58 of 24 February 1998, (Consolidated Finance Act — TUF), see the
“Report on Corporate Governance and Ownership Structures”, which can be consulted on the company’s website

www.carraro.com, under the investor relations/corporate governance section.

Consolidated non-financial statement

The consolidated non-financial statement of the Carraro Group for 2017, prepared pursuant to Legislative Decree
254/16, constitutes a separate report ("Sustainability Report") with respect to this report on operations, as provided for

by Art. 5 paragraph 3, letter b) of Legislative Decree 254/16, and is available on the website www.carraro.com.


http://www.carraro.com/
http://www.carraro.com/
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STATEMENT OF RECONCILIATION OF CONSOLIDATED NET PROFIT/(1.OSS) AND
SHAREHOLDERS’ EQUITY WITH THE NET PROFIT/(LOSS) AND SHAREHOLDERS’ EQUITY OF THE
PARENT COMPANY

The following statement illustrates the reconciliation of the consolidated net income and shareholders’ equity as
disclosed in the Consolidated Financial Statements and the net income and shareholders’ equity disclosed in the

Financial Statements of Carraro S.p.A:

Items Net Shareholders’ pro ﬁlj/e(iioss) Shareholders’
(amounts in Euro thousands) profit/(loss) | equity for the for the equity for the

for the period period previous year previous year
IS\I.Ie)t £roﬁt/ (loss) and shareholders’ equity of Carraro 15,736 87,389 41,437 52,659
Net profit/(loss) and shareholders’ equity of subsidiaries 19,917 204,645 722 208,536
Aggregate 35,653 292,034 -715 261,195
Elimination of carrying amount of subsidiaries 10,225 -239,935 2,365 -245,698
Consolidation adjustments -32,207 29,960 -10,738 31,232
Profit and shareholders’ equity 13,671 82,059 -9,088 46,729
Recognition of minority interests -3 -9,040 1 -

= 5

E;‘t’}?; g’;glf;‘areh(’lders equity 13,668 73,019 -9,087 46,729

The information required by Article 152 quinquies 1 of the Issuers’ Regulations and Regulation EU 596/2014 Article 19
("information on the equity investments in the Parent Company Carraro S.p.A. and its subsidiaries held by directors,
statutory auditors and ...omitted...") is set forth in a specific statement annexed to the Explanatory Notes to the

Financial Statements to which this Report refers.

The Irman



