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Letter from
the Chairman

Dear Shareholders,
the data recorded at the end of 2018 financial year show, for the second year running, a strong acceleration of the Group compared to
what we had forecast in the Strategic Plan launched in September
2017.
Turnover thus continued to grow, reaching €624 million compared to €606 million in 2017. Margins remain at notable levels, with
an Ebitda normalised from non-recurring effects of €57 million, even
if in terms of percentage incidence on revenues we registered a slight
slowdown due to the start-up of the new spare parts distribution
centre, which led to some inefficiencies in the execution of orders.
Moreover, the supply difficulties affecting the whole sector, especially within the Indian market, led to a further erosion of margins,
an increase in working capital and consequently a negative impact
on the net financial position.
However, the Group was able to react quickly by limiting these
economic effects with effective recovery actions, which were completed in the last few months of the year.
Despite the above effects, we closed the year with a net profit of
€12.2 million, in line with the previous year. This result and all the
related financial parameters allow us to propose the distribution of
the dividend to the Shareholders’ Meeting.
Research and Development!On the basis of the results achieved
in 2017, supported by the good prospects for the following year, we
accelerated our investments in Research and Development in 2018.
There is a great deal of positive feedback regarding our recently
launched products.
These include the success of the new electronically controlled
TCH90 transmission for telescopic forklifts, a complex project that,
as it enters production, is opening up new application horizons for
the Group.
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Or the excellent reception received by the new Carraro Compact
range of tractors, designed to respond to a niche market with high
value in the field of specialised crops (orchard and vineyard).
Then there is the innovative Carraro hybrid tractor concept, presented at the Eima 2018 international fair and immediately receiving
awards both as a Technical Innovation and as a new development
in the environmental field with the Blue Award. This is a vehicle
that will revolutionise how tractors are used, allowing the operator
to drive in endothermic, pure electric or hybrid mode as needed,
significantly reducing fuel consumption and emissions.
It is precisely to accompany this acceleration that we have decided to invest heavily in the expansion of the Research Centre at
Campodarsego: an area in which the new prototyping lines will
be located, which will also allow us to double the testing rooms,
equipped with the latest technologies in order to evaluate all our
products.
This is a strategic choice that is part of the investment plan of over
€90 million planned for the five-year period 2017-2021.
Target markets!2018 was unquestionably the year of India, the
country in which Carraro first set foot exactly 20 years ago and which
became the Group’s top destination market with over €100 million
in local sales, surpassing North America and confirming its status as
the real engine of our growth. This is true both in the agricultural
sector, where it is the main market in the world by number of vehicles
sold, and in the earth-moving sector, with double-digit accelerations
mainly as a result of government infrastructure investments.
More generally, the agricultural market has moved at different
speeds depending on the different geographical areas. On the one
hand, volumes increased in the United States and Brazil, thanks
to the increase in commodity prices and the advance purchase of
machines equipped with Tier 1 emission level engines (Brazil); on
the other, there was a collapse in sales in Argentina and especially
in Turkey, due respectively to a strong recession and an increase in
vehicle prices following the devaluation of the Turkish lira.
During the year, the expansion of the earth-moving sector continued, with Europe, North America and China growing in almost
all vehicle categories, alongside the excellent performance of India
mentioned above. The Turkish market collapsed in this area, due
to the substantial isolation of the country’s economy, as did South
America, an area in which there has been a drastic reduction in
investment – both domestic and international – in infrastructure.
Customers!In 2018, the already excellent relations with our key
customers were consolidated and a number of important framework
contracts were fully implemented, worth over €400 million over the
next three years.
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These include the start of production of new axles (portal and traditional) and transmissions for agricultural tractors in India and the
new transmission systems for 9-tonne wheel loaders for the European market, which is expected to grow. They also include the innovative ranges of TCH electronic transmissions for telescopic trucks
and the new TCBs for backhoe loaders and compact excavators.
As proof of the validity of the existing partnerships, in 2018 we
received the award for Best Development Project from John Deere,
dedicated to the key suppliers who best interpreted the innovation
in application. Our driveline for a new Motor Grader for rural environments (has also been) was recognised by Mahindra & Mahindra
as the best project of the year. Alongside this, the Carraro China
plant has received the Gold Certification from Caterpillar for the
level of excellence it had achieved.
Operations!To guarantee an ever-improving level of efficiency at
Carraro production plants, in 2018 we invested even more than in
the previous year, going from €15 million to over €27 million, mainly for the purchase of new plants and for the technological upgrades
of those already set up.
We did this by prioritising the technical quality of our production
areas on the one hand and the improvement of our service on the
other. An important step in this direction was the creation of a new
internal logistics hub at the Campodarsego plant, completed in December, where all materials directly connected to production will
find optimised management based on a Just In Time (JIT) and Just
In Sequence (JIS) integrated logic.
Alongside this, in a complex year for our supply chain, we laid the
foundations for a new relationship with our supplier-partners, coordinating them through an inter-functional Purchasing, Logistics
and Operations team with the aim of working on the same platform
in an integrated manner to deal with any critical issues in a shared,
long-term path.
People As usual, Carraro’s people are at the heart of every action
we take and of every result we achieve.
This year we celebrated two very important anniversaries and we
did it together. In October we marked the 50th anniversary of our
headquarters in Via Olmo, Campodarsego. We did so with an event
dedicated to all employees of this location, with a special training
afternoon on the industry of tomorrow. In the second half of the year
we also focused our attention on the 30 years Siap has been in the
Carraro Group, within the Open Factory framework, an initiative to
which we have once again adhered by opening the doors of the plant
and presenting the recently acquired new production area.
The professional and personal growth of employees is fundamental to the development of the Group. Acutely aware of this, in
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2018 we also undertook several training programmes, covering both
technical skills and the increasingly necessary soft skills.
Among all of this, in particular, we must highlight the initiative
that saw over 600 employees at our headquarters in Campodarsego
taking part together in a special two-day training session just before
the Christmas break. The aim of the session was to create a new
consciousness within a world that is undergoing a real digital revolution, that is already having an impacting on both our products
and processes.
I conclude this letter by saying I am proud to be part of a Group
that has regained a stable financial and equity balance, while at the
same time firmly establishing itself within its relevant markets,
aware that it has a unique product offer that demonstrates the most
advanced technology.
This is an ideal premise for looking to maintain sustainable growth
in the long term.

Enrico Carraro
Chairman
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disclaimer
This document contains
forward-looking statements,
particularly in the section
“Business performance and
outlook for 2018” in relation
to future events and the
operational and financial
results of the Carraro Group.
These forecasts have by their

1

2

Annual Review 2018

Share Capital
Euro 41,452,543.60,
fully paid-up.
Tax Code, VAT and
Registration Number
in the Padua Companies
Register 00202040283 –
REA No. 84033

very nature a component of
risk and uncertainty, as they
depend on the occurrence
of future events and
developments.
The actual results may differ,
even significantly, from those
announced in relation to a
multiplicity of factors.
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Amounts in Euro/000

Consolidated Income Statement
as at 31/12/2018

31.12.18

%

31.12.17

%

Changes
31.12.18

Revenues from sales

31.12.17

624,115

100%

606,021

100%

18,094

2.99%

-382,216

-61.24%

-360,270

-59.45%

-21,946

-6.09%

Services and Use of third-party
goods and services

-97,077

-15.65%

-93,959

-15.50%

-3,118

-3.32%

Personnel costs

-92,895

-14.88%

-94,432

-15.58%

1,537

1.63%

Amortisation, depreciation
and impairment of assets

-20,623

-3.30%

-21,770

-3.59%

1,147

5.27%

-6,188

-0.99%

-9,011

-1.49%

2,823

31.33%

5,601

0.90%

5,480

0.90%

121

2.21%

567

0.09%

1,649

0.27%

-1,082

-65.62%

-592,831

-94.99%

-572,313

-94.44%

-20,518

-3.59%

31,284

5.01%

33,708

5.56%

-2,424

-7.19%

Income and expenses
from equity investments

1,517

0.24%

-326

-0.05%

1,843

Other financial income

2,136

0.34%

3,023

0.50%

-887

-29.34%

Purchases of goods and materials
(net of changes in inventories)

Provisions for risks
Other income and expenses
Internal construction
Operating costs
Operating profit/(loss) (Ebit)

Financial costs and expenses

-12,786

-2.05%

-11,670

-1.93%

-1,116

-9.56%

Net gains/(losses)
on foreign exchange

-1,377

-0.22%

-1,958

-0.32%

581

29.67%

Value adjustments
of financial assets

-1,205

-0.19%

-1,504

-0.25%

299

19.88%

Income (expenses)
from hyperinflation

-1,023

-0.16%

-

-

-1,023

Gains/(losses) on financial assets

-12,738

-2.04%

-12,435

-2.05%

-303

-2.44%

Profit/(loss) before taxes

18,546

2.97%

21,273

3.51%

-2,727

-12.82%

Current and deferred income taxes

-5,374

-0.86%

-7,602

-1.25%

2,228

29.31%

Net profit/(loss)

13,172

2.11%

13,671

2.26%

-499

-3.65%

-985

-0.16%

-3

0.00%

-982

Group consolidated profit/(loss)

12,187

1.95%

13,668

2.26%

-1,481

-10.84%

Ebitda*

51,858

8.31%

55,035

9.08%

-3,177

-5.77%

Profit/(loss) pertaining to minorities

* For details see the paragraph “Summary of the year”, which gives a breakdown of the alternative performance indicators.
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31.12.18

31.12.17

150,721

140,717

54,701

57,603

695

695

Investments

7,248

24,252

Financial assets

8,656

8,849

20,714

21,135

Property, plant and equipment
Intangible fixed assets
Real estate investments

Deferred tax assets
Trade receivables and other receivables

4,951

5,638

Non-current assets

247,686

258,889

Closing inventory

118,409

122,892

Trade receivables and other receivables

116,816

107,909

3,319

5,016

35,617

48,868

Current assets

274,161

284,685

Total assets

521,847

543,574

Share Capital

41,453

41,453

Reserves

15,332

27,164

Foreign currency translation reserve

-1,274

-9,266

Profit/loss for the year

12,187

13,668

9,376

9,040

Financial assets
Cash and cash equivalents

Minority interests
Shareholders’ equity
Financial liabilities
Trade payables and other payables

82,059
134,594

270

421

Deferred tax liabilities

2,411

2,532

Provision for severance indemnity and retirement benefits

9,656

10,229

Provisions for risks and liabilities

4,203

5,723

202,919

153,499

18,037

73,240

198,230

210,860

Non-current liabilities
Financial liabilities
Trade payables and other payables
Current taxes payables

7,864

7,193

17,723

16,723

Current liabilities

241,854

308,016

Total shareholders’ equity and liabilities

521,847

543,574

Provisions for risks and liabilities

20

77,074
186,379

Director’s Report on Operations

Amounts in Euro/000

Consolidated Statement of Financial Position
as at 31/12/2018

Amounts in Euro/000

Analysis of Net Working Capital of Operations
at 31/12/2018

Trade receivables **
Closing inventory
Trade payables ***
Net Working Capital of operations

31.12.18

31.12.17

78,904

77,819

118,409

122,892

-160,888

-174,722

36,425

25,989

** For details see note no. 12 of the consolidated financial statements.
*** For details see note no. 17 of the consolidated financial statements.
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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 Spa is not subject to direction and coordination (article
2497 et seq. of the Civil Code). The controlling shareholder Finaid
Spa does not perform any activity of direction and coordination in
relation to Carraro.
The Group’s operations are currently divided into two business
areas:
Drive systems Through its subsidiaries Carraro Drive Tech and
Siap, the Group designs, produces and sells axles and transmission
systems, mainly for agricultural agricultural and earth-moving
equipment, as well as a large range of components and gears for a
wide variety of sectors, from automotive to material handling, agriculture to earth-moving.
Tractors Through its Agritalia division, the Group designs and
produces special tractors (60-100 hp for vineyards and orchards)
for third parties, namely the John Deere, Massey Ferguson and
Claas brands, as well as a specialised own-brand range of Carraro
Tractors. Agritalia also provides engineering services for the innovative design of high-end tractors.
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Reference
markets

Agriculture
In 2018 the market did see growth compared to the previous year,
but there were significant differences in the various parts of the
world.
In Western Europe, 2018 ended with lower volumes than in the
previous year. This was particularly evident in the second half, which
also saw a decline in specialist tractors in France and Germany. The
prospects for 2019 are limited by the macroeconomic scenario and
subsidy policies for the sector. One point to note is that the prices of
vehicles for end users are continually rising, due to the introduction
of increasingly stringent European regulations such as the Functional Safety standard, and regulations on reducing engine emissions.
These regulations require expensive modifications and significant
investments in research and development.
As mentioned in the six-monthly report, Turkey ended 2018 with
a collapse in demand. The first half of the year had already been hit
by a particularly dry winter season and an increase in vehicle prices
due to the devaluation of the Turkish lira. This was compounded in
the second half of the year by the removal of subsidies for the sector. All of this caused sales to stall, and a large quantity of tractors
remained unsold. It is unlikely that there will be any reversal of this
trend in the short term, and therefore the reabsorption of current
stock will not be possible for much of 2019.
In North America, the expansion phase seen in 2017 was consolidated, and the year ended with sales of agricultural machinery
increasing for all tractor sizes, as well as for harvesting machines.
The price of certain agricultural commodities has risen significantly.
This has freed up resources for sector operators which has resulted
in a greater propensity to invest in renewing their machinery.
In 2018, China was affected by a further decline in sales, and there
are no signs of this trend being reversed in the short term. Sales of
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new vehicles have been penalised by the policy of gradually reducing
state subsidies combined with an increase in the cost of new tractors
caused by the higher technical performance required by the change
in emissions stages (China NRIII). Demand has also fallen in the
sub-100 hp tractor segment due to lower state subsidies, which have
gradually been allocated to support the purchase of more powerful
machines.
The Indian market ended 2018 with record sales, both in domestic demand and in the export market. India is now the principal
global market in terms of the number of vehicles sold, and is a real
driver for global growth. In the first half of 2019, demand will continue to expand thanks to the federal government’s decision to raise
the MSP (minimum support price) on the principal agricultural
commodities.
Market analysts estimate that after such a major phase of expansion, the market will tend to stabilise at the current levels.
In 2018, Brazil saw a clear increase in sales volumes (50,000 tractors in 2018, up by 15% in 2017, 42,000 tractors) despite the fluctuating demand. This was achieved thanks to an acceleration in the
final quarter, which was mainly thanks to the advance purchase of
tractors with Tier 1 emission engines to avoid the increased prices
expected following the introduction of Tier 2 in 2019.
Meanwhile in Argentina the recession has deepened due to the
sharp decline in the country’s macroeconomic situation.

Construction Equipment
The growth in the Earth-moving segment continued in various
geographical regions during 2018, and there were increases compared to the previous year which was already positive.
In Europe, 2018 ended with a good level of sales, which are gradually rising across all vehicle categories. Demand for specialist compact machines (loaders and excavators) remained solid in the second half. The current trend will remain unchanged in 2019 although
there are a few signs of slowdown.
Turkey was an exception, also in this sector, where the decrease
in the demand for construction machinery deteriorated further, due
to the significant devaluation of the local currency and the substantial isolation into which the country’s economy has progressively
fallen. The prospects for 2019 are currently pessimistic, as there are
no signs of any reversal of the current recessive phase.
2018 in North America saw strong growth in demand for utility
machines and heavy construction equipment, where there was a
sharp increase compared to the previous year. The phase of economic growth and the effects on demand generated by plans to in-
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vest in the renewal of infrastructure (roads, ports and airports) are
encouraging indicators that this positive trend will also continue in
the first half of 2019.
In China, 2018 saw a positive trend in sales of construction equipment, which focused on the most popular vehicle types in this market: wheel-loaders (WL) and crawler excavators (CEX). The positive trend is expected to maintain its effects in the medium term,
thanks to the One Belt, One Road long-term infrastructure investment plan.
In India, market growth is now in double figures. This is set to
continue and accelerate over time thanks to the planned infrastructure investments which are not expected to change after the elections in May 2019.
In South America, the demand for construction equipment in
2018 was still very weak. In the only market in this area, Brazil,
national and international investment has remained very limited.
Consequently, activities in the construction industry have stagnated, and the demand for new machines has been reduced to a minimum. The new President taking office is expected to usher in a new
phase of support for infrastructure projects, and expectations are
positive for 2019.
In Argentina, the agriculture market has completely stagnated,
as mentioned, due to the sharp decline in the country’s macroeconomic situation.
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Key Factors
of Success

Research
and Innovation
The Group’s key success factor

Commitment to R&D has continued in line with the 2017-2021 Business Plan. The focus is still on developing innovative transmission
systems and specialist tractors aimed at markets with greater potential for growth. The financial outlay in R&D in 2018 was 3.6% of
sales, in line with 2017.

Transmission systems and gearboxes
2018 saw the Carraro Group focusing on new transmission groups.
In the agriculture segment, a concept vehicle has been developed
with advanced electronic control and dual-clutch power shift technology. This is already being tested by our principal customers.
Feasibility studies on the 135 hp and 150 hp transmissions have
been concluded, in order to complete the new product range. The
new T230 agricultural transmission with upgraded technology is
now in the test phase.
Production has now started on the new transmission for TCH90
telescopic handlers, with the 4- and 6-speed electronically controlled
variants. The entire company has been engaged in a very intensive
process of teamwork, which is fully integrated with our principal
customers.
For the American market, production of the new TLB2 Direct
Drive has now started. It has an innovative system that significantly
reduces consumption and emissions.
Development of various applications for compact wheel loaders
has been particularly intensive. This has involved targeted customisation projects, which have been discussed with various customers.
An important development in 2018 was the synergic integration
between the development of drive systems and specialist tractors
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within Agritalia. This has generated important projects and content
that will take shape in 2019 (new range of transmissions, suspended
axles and tractors).

Axle range evolution
The axle standardisation project continued in 2018, with strong
engagement by industry specialists and a new engineering approach
that not only increases the efficiency of the production chain but
also offers higher performance and longer maintenance intervals,
without affecting size.
In particular, the main customers in the mechanical loader and
small telescopic handler segment are now prototyping a new generation of axle with a Category 1 model. The subsequent categories
are now at the design stage.
The series of portal axles deserves a special mention. Production has started on the
20.08P (axle for small tractors) which is now
expanding in terms of configurations and
sizes, targeting sectors with higher volumes.
The more compact size in this product group
(20.07P) combined with the T50 drive, will
be marketed as the ideal solution in India,
where the market will be moving towards
four-wheel-drive tractors (more productive)
and ones with smaller engines (50 hp) due to
the new emissions limits (coming into force
in 2020). The new product will seize this important opportunity,
underlining Carraro’s leadership of a market with great strategic
interest for all the major players.

Tractors
After the launch of the Stage IIIB versions at the end of 2017,
throughout 2018 attention will be focused on expanding the range.
Models to be launched in 2019 include the Alpine (light utility)
which is highly manoeuvrable and offers advanced visibility and
stability for use on difficult terrain.
The range of special low-profile tractors has also been renewed.
This range is for vine-trained crops (grapes and kiwi fruits) and has
improved steering and ergonomics (greater comfort, easier to use).
For Carraro Tractors, the offer has continued to expand. It will
shortly see the launch of the new specialised compact range up to
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75 hp, with upgraded technical characteristics (axles and drives,
mechanical and electronic lift with fully modernised Stage V-compliant engines), as presented at Eima in Bologna in November 2018.
The new vehicles are extremely compact, with high performance,
and are particularly versatile in highly specialised agricultural applications.
Work has also been completed on validating the Hydraulic Super
Creeper for production. This innovative system can handle low- or
ultra-low-speed vehicles, with high performance.
In the second half of 2018, suspended axle models were launched
for production. This is a major technological advance and is also
an essential requirement to compete against high-end models. The
technical analysis of the powertrain for the Stage V platform has
been completed, and the first prototypes will be tested in the first
quarter of 2019.
The hybrid tractor that won two major awards (Eima 2018 Technical Innovation and Premio Blu) was presented at Eima Bologna.
This innovative concept is based on an endothermic engine combined with an electric one that can work in electric-only, diesel or
hybrid modes, reducing both emissions and consumption. At the
show, it was also noted that the new range
of compact tractors has fully responded to
market demand.
2018 saw continued technical developments for the Chinese market, with a new
range of 80-250 hp tractors in the premium
open-field sector. All models feature Carraro Drivetech transmissions and axles.
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Summary
of Financial Year
2018

Foreword
For a better understanding of the figures for 2018, adjusted data
has been included. The adjusted data takes into account non-core
operations such as extraordinary restructuring projects within Carraro Argentina.
The following alternative performance indicators have also been
used. These can also be rectified, to take into account extraordinary
operations:
› Ebitda: the sum of operating profit/(loss) of the income statement, amortisation, depreciation and impairment of fixed
assets
› Ebit: earnings before taxes and financial income and expenses,
with no adjustments;
› Net Working Capital of operations: the difference between trade receivables, inventories and trade payables represented on
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.
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Performance
2018 closed with excellent results and once again confirmed the
Group’s ability to respond concretely and promptly to market pressures. This success was possible thanks to meticulous attention to
the manufacturing process and the strenuous ability to monitor
fixed costs.
In particular, as regards turnover, the year closed with increasing volumes compared to the previous year. The reference markets
confirmed the growth trend, particularly in Construction Equipment and the Asia region.
This year, for the first time, sales to non-traditional countries
exceeded those in the historic market, North America. India alone
was in first place. This result is even more important considering
that this was based on turnover to the local market, confirming the
strategic decision to invest on a local-for-local basis.
Margins in the first half of the year were affected by the increase
in raw materials and delays in the supply chain due to shortages.
These effects were more obvious in the Agritalia Division, where
these effects were compounded by the production launch of several upgraded tractor series; in the second half of the year results
improved thanks to the impact of recovery measures launched to
manage costs and also prices.
For greater efficiency and improved customer service, management of the parts warehouse has been re-internalised. This occurred
with the establishment of a new company, Driveservice Srl based in
Poggiofiorito, which was provided with innovative equipment and
software. The transfer to the new hub, which took place in August,
caused a few delays in billing, which adversely impacted margins.
These inefficiencies were partly reabsorbed in the latter part of the
year and will be fully recovered by the end of the first half of 2019.
The particular focus on technology development enabled a further acceleration in R&D programmes during the year, particularly
in the tractor segment.
Investments of Euro 27.980 million were made, which is an increase compared to the Euro 15.556 million in 2017. The investments were allocated to the purchase of machines for mechanical
processing, the upgrading of systems, and R&D with the doubling
of testing areas and the construction of the new semi-automated
warehouse in Campodarsego.
A large portion of this investment was allocated to the SIAP plant
at Maniago, which specialises in gearing and components. It related not only to the purchase of a new industrial site but also to the
acquisition of new laser and power skiving technologies to support
the major plans for future growth, partly in evidence in 2018, and
guaranteed by the continuing increase in demand for mechanical
components among international customers.
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In terms of financial management, the year saw a growth in working
capital that exceeded expectations, as a result of the above-mentioned
supply chain issues and increased sales, but the effect on the net financial position was limited partly thanks to the completion of the sale of
the remaining shareholding in the German company O&KA GmbH, in
which the majority interest was sold at the end of 2015.

Results summary

Amounts in Euro/000

The year ended with volumes on the increase, and turnover at
Euro 624.115 million, up by 3% on the Euro 606.021 million in 2017.
Consolidated margins (Ebitda and Ebit) were slightly lower than
the previous year; they were affected not only by the inefficiencies
mentioned above, but also by some of the non-core items - mainly
the Euro 2.237 million costs of restructuring to adapt the production capacity of the Argentinian subsidiary.
Ebitda on 31 December 2018 was Euro 51.858 million (8.3% on
turnover), down by 5.77% compared to Euro 55.035 million (9.1%
on turnover) in 2017; 2018 Ebit was Euro 31.284 million (5.01% on
turnover), down by 7.2% compared to Euro 33.708 million (5.6% on
turnover) in 2017.
It is clear from the table below that after stripping out the noncore effects, adjusted Ebitda and Ebit were essentially in line with
the previous year, both in absolute terms and as a percentage of
sales. This result shows that the Group has been able to significantly reduce the impact of the economic inefficiencies it suffered in
2018, while keeping the fixed cost structure unchanged, in the face
of higher volumes.
Margins for the year were also influenced by the decision to accelerate R&D costs ahead of the plan by Euro 2.6 million.
Group

31.12.2018

% of turnover

31.12.2017

%of turnover

Ebitda

51,858

8.3%

55,035

9.1%

Adjusted Ebitda

54,045

8.7%

54,809

9.0%

Ebit

31,284

5.0%

33,708

5.6%

Adjusted Ebit

33,471

5.4%

33,482

5.5%

The table shows Ebit and Ebitda adjusted to take into account
the non-core items such as, for 2018, the costs of restructuring the
Argentinian subsidiary of Euro 2.2 million; in 2017 the same item
totalled Euro 1.2 million which was mitigated by the income from
the sale of proprietary real estate (in Argentina) which led to a gain
of 3.3 million. In 2017 various impairment losses were recognised
due to the non-recoverability of certain intangible assets for Carraro Spa, of 1.9 million.
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Group

31.12.2018

% of turnover

31.12.2017

% of turnover

Net profit/(loss)

12.187

1,9%

13.668

2,3%

Adjusted Net profit/(loss)

13.605

2,2%

13.657

2,3%

The result was also affected by the acceleration of R&D costs of
Euro 1.844 million and the one-off financial charges of 1.392 million
resulting from the reduction in fees previously recognised with the
amortised cost method, pertaining to the Banks Agreement concluded in February 2018 (both these amounts take into account the
related taxes) and finally the post-tax hyperinflation costs of Euro
0.630 million.
Net of these amounts, the adjusted result is Euro 17.5 million
(2.8% on turnover), which is a clear improvement both in absolute
terms and as a percentage compared to 2017.
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Amounts in Euro/000

Net of the additional effect of acceleration of R&D costs of Euro
2.6 million, the 2018 adjusted Ebitda comes to Euro 56.6 million
(9.1% of sales) with adjusted Ebit of Euro 36.0 million (5.8% of sales)
which is a significant improvement on 2017.
Net financial costs amount to Euro 10.650 million (1.7% on turnover) compared to Euro 8.647 million (1.4% on turnover) in 2017.
This includes the non-recurring effect of 1.931 million resulting
from the reduced fees relating to the Banks Agreement concluded in
February 2018. In comparable terms, financial costs at 31 December
amount to Euro 8.719 million (1.4% on turnover) which are essentially in line with the 2017 figure. However, the reduction in rates
and average indebtedness in Europe was offset by the higher indebtedness of the Indian subsidiary, at higher local rates, due to the large
increase in working capital related to the increased volumes.
In 2018 the effect of hyperinflation on the Argentinian subsidiary
was recognised on the accounts. This impacted some of the balance
sheet items and led to the recognition of hyperinflation costs of
Euro 1.023 million (0.2% on turnover), which were entered under
financial charges. For a more detailed analysis, see the specific paragraph in the Notes.
Exchange losses amounted to Euro 1.377 million (0.22% on turnover), down compared to the Euro 1.958 million (0.3% on turnover)
in 2017 thanks to the natural hedging policy.
Taxes for the period amounted to Euro 5.374 million (0.9% on
turnover) compared to Euro 7.602 million (1.3% on turnover) in the
previous year.
The net consolidated result was Euro 12.187 million (1.95% on
turnover), which was slightly down on the 2017 profit of Euro 13.668
million (2.3% on turnover). Not including the non-core operations,
and after the related fiscal effects (Euro -765,000 in 2018 and Euro
215,000 in 2017) the adjusted net result was in line with the previous
year, as shown in the table below:

The consolidated net financial position at 31 December 2018 is a
debit balance of Euro 156.581 million, which is a deterioration compared to 31 December 2017 (a debit balance of Euro 145.896 million)
and is in line with the figure of Euro 156.022 million on 30 June
2018. The slight increase is only due to the growth in working capital as a result of higher volumes. This change was largely absorbed
in the second half of the year, thanks to the planned improvement
activities, and was also mitigated by the receipt of the residual share
of the investment in O&KA Gmbh, of Euro 17 million.
Net consolidated income on 31 December 2018 was Euro 77.074
million (in 2017 it was Euro 82.059 million): the principal variation
comes from the change in the translation reserve, which as mentioned includes the effect of the adjustment in exchange rates on
foreign holdings.
As at 31 December 2018, all the financial parameters envisaged
by the banking contracts and by the bond issue regulations were
complied with.
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Net Revenues

Euro/000

2018

624,115

2017

606,021
Operating Income

Net Income

33,708

13,668

31,284 12,187
Shareholders’ Equity

ROI

ROE

77,074

5.99%

15.81%

82,059
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6.20%

16.66%

Gross Investments

Managers and Employees
at 31/12

Workers at 31/12

27,980

702

2,564

R&D

R&D/Sales

22,385

3.6%

15,555

21,882
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685

2,471

3.6%
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Amounts in Euro/000

[2016]

11,759

Amounts in Euro/000

624,115
[2018]

[2018]

[2017]

31,284

606,021

[2017]

Consolidated Ebit

33,708

[2016]

594,747

Consolidated Sales Revenues

Amounts in Euro/000
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[2017]

13,668

[2018]

[2016]

–9,087

[2018]

debt balance

12,187

Consolidated Net Financial Position

156,581

[2017]

145,896

[2016]

183,200

Amounts in Euro/000

Consolidated Net Income
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Carraro Group Investments

[2018]

Amounts in Euro/000

[2017]

15,555

[2016]

16,015

27,980

gross of revenues from disposals
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Uses Sources

2016

Consolidated Equity Structure

267,170

171,292

47,753

A

B

C

D

Uses Sources

46,729

2017

EF
167,257

Uses Sources

261,532

10,697

258,889

235,817

48,868

A

B

C

D
82,059

2018

G

EF
143,270

G
308,016

10,229

247,686

238,544

35,617

A

B

C

D

EF

77,074

193,263

241,854

9,656

A — Fixed assets
B — Working capital
C — Liquidity
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D — Shareholders’ equity
E — Sever, Indem
F — M/L terms payables
G — Short-term payables
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Breakdown by Sector of Application

Agriculture

Construction Equipment

47.1% 35.1%
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Material Handling

Automotive

Railways
and Transport

Other
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4.5%
2.8%
0.2%
10.3%
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Main Markets

North America

15.5%
15.3%

2018
2017

Total Export

85.5%

83.4%

Other EU

6%

5.7%
South America

5.5%
7.0%
Others Extra EU

2.9%
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2.3%

Switzerland

5.3%
6.2%

UK

7.4%
5.8%

Germany

10.4%

China

3.8%

9.2%

4.9%

Spain

2.9%

Turkey

2.6%

2.3%
7.5%

France

4.7%

India

5.2%

Italy

16.6%

17.6%
12.7%

14.5%
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Drivetech

Euro/000

Net Revenues

Operating Income

2018

518,429

34,243

2017

492,786

32,703

Adjusted for the effect of exchange differences

Net Income

Shareholders’ Equity

Gross Investments

17,334

105,704

20,988

R&D

Workforce at 31/12

2,188

Total Foreign Countries

2,787

83.64%

19,012

114,175

12,097

Net of minority interests

2,158

2,692

84.45%

Turnover by Geographical Area

Total Italy

Managers/Employees

Workers

16.36%

482

2,305

Turnover by Geographical Area

Workforce Breakdown

Workforce Breakdown

15.55%
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476

2,216

Amounts in Euro/000

Summary Data and Graphs

Breakdown by Sector of Application

Construction
Equipment

37.8%

42.3%

Agriculture

40.1%

Spare Parts

10.6%

10.4%

Material Handling

4.9%

Auto & Truck

3.2%
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3.3%

35.8%

5.4%

Other

3.4%

2.8%
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Agritalia

Euro/000

Net Revenues

Operating Income

2018

132,960

1,125

2017

141,302

8,276

Adjusted for the effect of exchange differences

Net Income

Shareholders’ Equity

Gross Investments

1,118

6,577

1,640

R&D

Workforce at 31/12

9,110

Total Foreign Countries

315

65.56%

8,258

2,921

1,543

Net of minority interests

10,100

306

72.38%

Turnover by Geographical Area

Total Italy

Managers/Employees

Workers

34.44%

93

222

Turnover by Geographical Area

Workforce Breakdown

Workforce Breakdown

27.62%
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86

220

Amounts in Euro/000

Summary Data and Graphs

Agriculture

100%
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Significant Events
in Financial Year
2018

Below is a summary of the significant events occurring during the
year.
In January 2018, the Company issued a 3.5% fixed-rate senior unsecured bond of Euro 180 million – maturing in 2025 – listed on the
Luxembourg Stock Exchange and on the MOT.
In February 2018, the Company signed an agreement with Banco
BPM for a credit line of Euro 100 million, consisting of an Lta (long
term) cash credit line of 20 million expiring on 31 December 2023
and one “revolving” credit line of Euro 80 million expiring on 30
June 2023, with possibility for the Bank to re-allocate the line to a
limited group of relationship banks. In 2018, Banca Monte Paschi
contributed Euro 25 million, Banca Intesa Euro 25 million, Banca
Popolare Emilia Euro 12.375 million. On 28 December 2018, the
cash credit line Lta of Euro 20 million was not renewed and was
cancelled as no longer necessary.
Also in February 2018, the Carraro Group terminated the banks
agreement signed on 24 December 2015, coinciding with the full
reimbursement of the debt.
On 8 March 2018, Carraro entered into a revolving credit facility
agreement with ING Milano, expiring on 30 June 2022, for Euro 20
million.
In order to re-internalise the parts logistics operations, by terminating the outsourcer contract at the Monselice hub, a new company, Driveservice Srl, was formed. It is based in Poggiofiorito (province of Chieti), and operations started in September.
September 2018 marked the 30th anniversary of Siap’s entry into
the Carraro Group. The celebrations were attended by staff, authorities from the regional government of Friuli Venezia Giulia and various representatives of the financial community.
20 November 2018 saw the completion of the sale of the residual holding in the German company O&KA GmbH to the Bonfiglioli
Group, for Euro 17 million, which brought forward the date provid-
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ed for in the initial agreement by several years.
On 22 November 2018 the Carraro Group signed an investment
agreement with Enertronica for the valorisation of the subsidiary
Elettronica Santerno Spa. On 18 December 2018 Carraro Spa and
Carraro International Se completed the subscription of the capital
increase in kind, in Enertronica Spa, which was paid by means of
the contribution of the related shares in Elettronica Santerno.
November 2018 also saw the presentation at Eima Bologna of the
new Carraro hybrid tractor that won two major awards (Eima 2018
Technical Innovation and Premio Blu).

NOVITÀ
TECNICA

2018
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PREMIO BLU

2018

Share
Performance

In the early part of 2018, the share price followed the trend on the
Ftse Mib and then fell during the second half of the year. This was
more due to scepticism in the target market than to the group fundamentals. The average official price of 2018 was Euro 2.9286, with
a maximum price of Euro 4.3547 on 23 January 2018 and a minimum of Euro 1.686 of 27 December 2018.
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Subsequent
Events

No subsequent events to report.
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Business Performance
and Outlook
for 2019

Sales are expected to be slightly down on the previous year during
the first quarter of 2019, while sales for the whole year are expected
to improve. Margins will grow, and this will be more obvious from
the second half of the year onwards, thanks to the elimination of
issues that affected the results during part of 2018.
On the specific issue of US customs import duty, this will have
a moderate impact but will only affect 1% of sales. In any case, industrial evaluations are ongoing, in order to limit the effect even
further.

Annual Review 2018

61

Design
Bunker
bnkr.it
Typeset in
Averta
Intelligent Design, 2015
Mercury
Hoefler & Co., 1999
Print
Grafiche Rebecchi
Ceccarelli
Modena

carraro.com

