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Letter from
the Chairman

Annual Review 2020

Dear Shareholders,
as I am writing this letter, Carraro Spa is at the start of the delisting
process, a historic moment for our Group.

Firstly, I would like to thank all the shareholders who have sup-
ported the growth and development of our global Group over the
past 26 years.

The scenario for Carraro has changed radically compared to 27
December 1995. Listing on the stock exchange has been crucial for
us to start an internationalisation process that would otherwise
have been difficult to achieve.

In recent years we have grown, both in the size of our industrial
platform and in our ability to generate innovation. The financial
markets have monitored this progress, sometimes rewarding our
choices, sometimes not valuing the Group adequately.

Today, the global economy presents us with challenges that re-
quire a totally different response compared to the past. Digitisation,
electrification, autonomous driving, Industry 4.0 and the new logis-
tics platforms are driving a new way of competing in our industry.

The Group’s ability to create value will necessarily pass through
these cornerstones. We will therefore be required to reorganise our
activities with the aim of accelerating growth. A step that may be
more easily pursued outside the stock exchange.

What we have learned, in terms of transparency and governance,
is now deeply ingrained into Carraro’s culture and will remain in
our disclosure practices. We will continue to keep our various stake-
holders informed about the Group’s performance and our strategies
with the aim of sharing the steps of our growth according to a long-
term vision.

Looking back to the 2020 Financial Statements, the whole world
was going through a very difficult period last year at this time. We
were facing an invisible enemy. We were in the midst of a health
and economic crisis whose boundaries were uncertain and whose



outlook over time unpredictable. At that time, the first steps were
just being taken to find suitable vaccines. The impact on the econo-
my was beginning to be felt and recovery still seemed far off on the
horizon.

Today, the global situation has definitely changed and is still
evolving rapidly. Vaccination plans are taking effect everywhere
in the world, with governments also taking action to support their
domestic economies. At the same time, our core markets also recov-
ered rapidly.

The aforementioned events, with the ensuing production lock-
downs in all industrial sectors, inevitably affected the performance
of the financial year we have left behind, with turnover standing at
Euro 478.7 million at 31 December, down from Euro 548.8 million
in 2019.

Taking into account the drop in volumes and the non-recurring
costs associated with the new healthcare protocols applied in every
Carraro plant worldwide, margins nevertheless held their ground
supported by our response and our ability to control business dy-
namics; as a result, net of the effects of non-recurring items and
the related tax effect, we were able to achieve a break-even on a net
adjusted basis.

The first months of 2021 already show a good recovery in our core
sectors and the order book is solid. However, the market is suffer-
ing from a significant increase in the cost of raw materials, which is
having a negative impact on profitability. In addition, there are some
important critical issues on the global logistics front.

Markets and customers At the beginning of the year, the order
portfolio for 2020 suggested significant growth in volumes in every
core sector, but as early as the first quarter, production stoppages
in all geographical areas led to a major reversal of the trend, with
significant drops until mid-year.

From the summer onwards, the new global industrial structure
led to a gradual and extensive reopening of all customer and sup-
plier activities, with a significant and positive rebound in sales vol-
umes, which strengthened in the third and especially the fourth
quarter of the year.

At the same time, despite the restrictions and the ban on travel-
ling, our ability to entertain relations remained intact and indeed,
with 90% of white collar workers in all our plants working remotely
from home at the peak of the pandemic, such ability intensified,
allowing us to work side by side - although physically distant - pro-
moting existing contracts and opening up new interesting cooper-
ation prospects.

The Caterpillar Gold Medal received by Siap (Maniago, Italy), our
centre of excellence for quality components and gears, as part of the
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Supplier Quality Excellence 2019 programme, is proof of the strong
levels of partnership and reliability achieved.

Research and development In this challenging year, we have
decided to increase our investment in R&D, especially focusing on
the development of innovative transmission systems and special-
ised, more powerful tractors. Thus, design and simulation activities
continued without interruption, again with a considerable use of
home working.

With regard to the new axle ranges, the heart of our core business,
we focused on integrating mechanics and electronics, according to
a connectivity approach that enables us to provide advanced ser-
vices such as predictive maintenance. At the same time, development
work continued on the axles for the “uncompromising” Grenadier
off-road vehicle, closely cooperating with our customer Ineos Au-
tomotive, with a view to put the vehicle into production in the next
two years.

With regard to agricultural transmissions, in 2020 we focused
mainly on highly innovative, electronically controlled solutions,
such as the new CVT continuously variable transmission. In the
earthmoving sector, research and development activities were in-
tended to address the increasingly stringent regulations designed to
curb consumption and emissions.

The new ePower Systems division is making a growing contri-
bution to the quest for greater efficiency by developing innovative
solutions for the electronic control of transmission systems and
vehicles, as well as complete powertrains for e-mobility, and is
also exploring technologies for the development of autonomous
driving.

Growth 2020 was also a key year in view of the Group’s future
growth.

In September, the Board of Directors of Carraro Spa and the
Shareholders’ Meeting of Carraro International SE issued a €150
million bond, which attracted a high level of interest from the
market.

This issue is intended to support a project to expand Carraro’s
scope of operations, including through agreements, joint ventures
and potential strategic acquisitions. This will take concrete shape
both through the inclusion into the Group of activities similar to
our core business and through the integration of vertical compe-
tences that will significantly expand our current know-how. All
this is intended to better respond to market developments and cus-
tomer demands, as well as give further impetus to Carraro’s tech-
nological evolution, with a view to strengthen our competences in



electric and hybrid drive systems.

Again with a view to support growth, mention should be made
of the funding obtained from the FRIE (Fondo di Rotazione per le
Iniziative Economiche nel Friuli Venezia Giulia — Revolving Fund
for Economic Initiatives in Friuli Venezia Giulia), through Civibank,
to the benefit of the aforementioned Siap in Maniago. This is a plant
that has experienced significant growth in recent years and is now
evolving into newautomotive-relatedareas, such as the production of
axles for off-road vehicles or gears for the trucksector.

Carraro's social responsibility Never before has the solidity and
growth prospects of a company been measured by all its different
stakeholders, be they customers or suppliers, by assessing the activ-
ities implemented in the Corporate Social Responsibility area.

Hence the importance of our initiatives that focus on human cap-
ital, or those that enable our production processes to progressively
reduce their environmental impact in the various geographical areas
where we operate. Or, lastly, the great effort undertaken to conceive
and design high quality products that can contribute to a tangible
reduction in emissions while increasing the efficiency of the vehicles
on which they are installed.

This is a virtuous path, which we started in 2018 and which is
currently building up with the aim of spreading a new awareness
and a true CSR culture across our entire organization.

More details on these issues can be found in the Sustainability
Report that we publish together with our annual report.

Human Capital In keeping with tradition, I close this letter with
a look at all the people who are part of Carraro. At all levels, they
have contributed and given their best to stand up to a very difficult
year, both in their private and working lives. In this special moment
in history, they have shown great sense of responsibility, putting
the protection of their own health and that of their colleagues first.
Through their commitment they have ensured continuity to our
business. They have taken up the challenge of working from home,
first, and being present in the offices, in rotation, after, as if it were
the most natural thing in the world. Or they have continued to work
in the factory well aware of and respecting the requirements neces-
sary to ensure collective safety.

In this way, we have been able to work together and maintain
our high quality and service standards, while keeping our relation-
ship with customers and suppliers alive. We are looking ahead, to-
gether, towards tomorrow, while leaving behind 12 months that we
will hardly forget. It has been challenging and lessons were learnt:
during this period, we increased our investments in product and
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process innovation, but above all we started a key digital transition
which is fundamental to support a new phase of growth.

Lores ot s

Enrico Carraro
Chairman
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in particular in the section
"Expected business outlook
2021", in relation to future
events and the operating,
economic and financial results
of the Carraro Group. These
forecasts have by their very

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 31/12/2020

31.12.20 % 31.12.19 % Changes
31.12.20 31.12.19

Revenues from sales 478,678 100% 548,846 100% -70,168 -12.78%
Purchases of goods and materials -288,024 -60.17%  —-337,631 -61.52% 49,607 14.69%
(net of changes in inventories)
Services and Use of third-party -71,552 -14.95% -77.835 -14.18% 6,283 8.07%
goods and services
Personnel costs -89,209 -18.64% -91,835 -16.73% 2,626 2.86%
Amortisation, depreciation —20,452 -4.27% -20,235 -3.69% -217 -1.07%
and impairment of assets
Provisions for risks -1,913 —0.40% -7.359 -1.34% 5,446 74.00%
Other income and expenses 4,195 0.88% 8,111 1.48% -3,916 -48.28%
Internal construction 440 0.09% 469 0.09% -29 -6.18%
Operating costs -466,515 -97.46%  -526,315 -95.89% 59,800 11.36%
Operating profit/(loss) (Ebit) 12,163 2.54% 22,531 4.11% -10,368 -46.02%
Income and expenses - 0.00% 280 0.05% -280 -100.00%
from equity investments
Other financial income 1,253 0.26% 934 0.17% 319 34.15%
Financial costs and expenses -14,486 -3.03% -10,790 -1.97% -3,606 -34.25%
Net gains/(losses) 356 0.07% 74 0.01% 282
on foreign exchange
Value adjustments -1,506 -0.31% -2,234 -0.41% 728 32.59%
of financial assets
Income (expenses) 493 0.10% -359 -0.07% 852
from hyperinflation
Gains/(losses) on financial assets -13,890 -2.90% -12,095 -2.20% -1,795 -14.84%
Profit/(loss) before taxes -1,727 -0.36% 10,436 1.90% -12,163
Current and deferred income taxes -1,294 -0.27% -1,640 -0.30% 346 21.10%
Net profit/(loss) -3,021 -0.63% 8,796 1.60% -11,817
Profit/(loss) pertaining to minorities -250 -0.05% -675 -0.12% 425 62.96%
Group consolidated profit/(loss) -3,271 -0.68% 8,121 1.48% -11,392
Ebitda* 32,567 6.80% 42,660 7.77% -10,093 -23.66%

* for the breakdown, please refer to the Summary of financial year section, which describes the alternative performance indicators.
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Consolidated Statement of Financial Position
as at 31/12/2020

31.12.20 31.12.19
Property, plant and equipment 152,871 158,785
Intangible fixed assets 46,996 52,544
Real estate investments 755 695
Investments - 1,506
Financial assets 7,223 7,774
Deferred tax assets 19,318 20,389
Trade receivables and other receivables 4,274 4,181
Non-current assets 231,437 245,874
Closing inventory 118,998 123,212
Trade receivables and other receivables 94,689 94,243
Financial assets 3,090 2,048
Cash and cash equivalents 347,263 76,120
Current assets 564,040 295,623
Total assets 795,477 541,497
Share Capital 41,453 41,453
Reserves 6,067 8,153
Foreign currency translation reserve 9,619 6,476
Profit/loss for the year -3,271 8,121
Minority interests 9,347 9,101
Shareholders' equity 63,215 73,304
Financial liabilities 474,476 194,096
Trade payables and other payables 62 115
Deferred tax liabilities 1,477 1,899
Provision for severance indemnity and retirement benefits 9,379 9,769
Provisions for risks and liabilities 3,024 3,746
Non-current liabilities 488,418 209,625
Financial liabilities 28,477 17,861
Trade payables and other payables 196,774 219,247
Current tax payables 2,784 5,331
Provisions for risks and liabilities 15,809 16,129
Current liabilities 243,844 258,568
Total shareholders’ equity and liabilities 795,477 541,497

20 Director's Report on Operations
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Amounts in Euro/000

Analysis of Net Working Capital
at 31/12/2020

31.12.20 31.12.19
Trade Receivables ** 61,501 58,315
Closing inventory 118,998 123,212
Trade Payables *** —140,400 -150,169
Net Working Capital of operations 40,099 31,358

** 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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The Carraro

Group
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Carraro is an international group, leader in transmission systems
for off-highway vehicles and specialised tractors, with Headquar-
ters in Italy in Campodarsego (Padua).

Carraro Spa is not subject to management and coordination ac-
tivities under the terms of Article 2497 and following of the Italian
Civil Code. The controlling shareholder Finaid Spa does not per-
form any activity of management and coordination in relation to
Carraro.

To date the Group’s activities are divided into two Business Ar-
eas:

Drive systems

Through the companies belonging to the Business Drivelines area,
the Group designs, manufactures and sells transmission systems
(axles and transmissions) mainly for agricultural and construction
equipment, and also markets a wide range of gears for very diverse
sectors, from the automotive industry to material handling, agricul-
tural applications and construction equipment.

Tractors

Through Divisione Agritalia, the Group designs and manufactures
specialised 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 specialised “Carraro Tractors” range; Agritalia
also provides engineering services for the design of innovative trac-
tor ranges.

Besides the two business areas, Carraro has developed its division:
E-Power Systems

Which offers innovative solutions for the electronic control of vehi-
cle transmission systems, as well as complete engine units for e-mo-
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bility. The combination of mechanical know-how and electrical and
electronic expertise has made it possible to design every type of ve-
hicle architecture, sizing and integrating the most suitable electric
modules (engineers, inverters), appropriately controlled from pro-
prietary software and hardware platforms.

The Carraro Group
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Agriculture

Despite the lockdowns gradually put in place in various geographic
areas by governments to contain the Covid-19 pandemic, the drop in
vehicle sales was less than expected at the start of the health crisis,
and the reduction in volumes was mainly in the first half of 2020.

In the first half of the year, which is more important for seasonal
trends, Europe recorded a considerable drop in sales compared
to the same period of 2019. From the third quarter onwards, there
were considerable signs of recovery in demand for all types of ag-
ricultural machinery. This trend was consolidated in the last part
of the year, considerably reducing the loss of volumes compared to
2019. Sales of specialist tractors (Vineyards/Fruit Orchards) pre-
sented a similar trend, with a decrease over the previous year which
was less significant than forecast in the first few months of 2020.

In 2020, the tractor market in Turkey picked up significant-
ly (sector studies show an increase of 50/70% depending on the
tractor type and size compared to 2019). This big increase in de-
mand follows a lengthy phase when unsold items were destocked
throughout the distribution network of main local manufactur-
ers. The market now seems to be firmly on track to recover to the
pre-crisis sales levels of 2018.

In North America, 2020 closed with a clear progression in sales
volumes of all categories of agricultural machinery compared to
the previous year. The demand trend was again influenced by trade
tensions with China, one of the major export destinations for Amer-
ican agricultural products, whilst the spreading effects of the lock-
downs caused by the pandemic did not seem to have had any effect
on machinery sales.

In China, the first country to resume operations after the lock-
down, 2020 saw a strengthening of demand for new agricultural
machinery compared to the previous year, although in absolute
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terms, its level was still not high compared to the potential of this
market. After a lengthy recession, the sector saw a change in trend,
with tractors ranging from 60 to 100 hp being the most popular.
Other Asian markets, such as Japan and South Korea are still in a
recession.

In India, after a first half of the year with very low sales figures
due to the combined effect of the spread of the Covid-19 pandemic
and the locust invasion, the tractor market saw a sharp increase
in demand from the end of the second quarter. Sales recorded a
series of monthly highs, thanks to a good winter harvest due to the
positive effects of the monsoon, and good prices for agricultural
products, which enabled farmers to purchase new vehicles. More-
over, the agricultural machinery segment is undergoing a phase of
technological transformation that sees an increasing preference for
4-wheel drive vehicles, for which the Group is world leader. Market
fundamentals were positive, also in the first half of 2021.

Sales of agricultural machinery in South America ended 2020
basically in line with 2019, while the Brazilian market proved to be
more buoyant than other countries in the area. In absolute terms,
the dimension of the market is well below its potential.

Construction equipment

As with the agricultural sector, the construction equipment sector
also experienced a non-linear trend in demand due to the lockdowns
to contain the spread of the virus: compared to a significantly lower
first half of the year compared to 2019, this was followed by a signif-
icant rebound in sales volumes, starting in the third quarter of the
year, which then consolidated in the fourth quarter.

In Europe, following a moderately optimistic start in the demand
for construction vehicles, the situation deteriorated rapidly during
the second quarter as a result of the spread of the pandemic with
the associated halt in construction activities and the consequent low
propensity to purchase new machinery. The third quarter, however,
showed clear signs of recovery, which continued until the end of the
year. The overall figures for 2020 show a drop in volumes compared
to 2019 which was not as serious as expected.

Turkey confirmed signs of a buoyant demand, following on from
a lengthy recession: the impact of Covid-19 does not appear to have
been significant in the area.

In North America, 2020 started at a slower pace than in the
same period of the previous year. This area was also affected by the
end of a growth cycle that has lasted several years, almost without
interruption. The negative trend remained substantially unchanged
until the third quarter and signs of a recovery in demand were only
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seen in the latter part of the year. The final figures for 2020 show
a considerable drop overall in sales compared to the previous year.

In China, despite the negative impacts of the lockdown, 2020
remained on the rise, thanks to continued large infrastructure in-
vestments by the central government and the various provinces and
strong demand for crawler excavators. In 2020, the Chinese market
absorbed more than 30% of the global construction machinery vol-
ume.

In India, following a first quarter with growing sales and a sharp-
ly declining second quarter, the second half of the year saw a signif-
icant rebound in demand. Nevertheless, overall sales for 2020 were
significantly lower than the previous year.

In Brazil, demand for new vehicles in 2020 was better overall
than the previous year, due to the release of certain new invest-
ments in the construction sector, although, in absolute terms, it
remained at a level far from pre-2014 levels.
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Research
and Innovation

The Group’s key success factor
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Commitment to R&D continued, still focussed on developing in-
novative transmission systems and specialised tractors aimed at
markets with greater potential. In particular, R&D investments in
2020 were higher than over the previous year, amounting to 5.58%
of turnover (4.12% in 2019), with an increase in absolute values.

Despite the health emergency, design and simulation activities
continued without interruption, with a considerable use of home
working. Prototyping and experimental validation were inevitably
affected by delays, which were partially recovered in the second half
of the year.

Transmission systems and gearboxes

Activities for agricultural transmissions focussed on filling the
gaps of the current range, with various versions - mechanical, as
well as powership and powershuttle featuring electronic control,
up to a version with continuously variable transmission (CVT). As
regards construction equipment, development activities focussed
on research into solutions that will comply with increasingly strin-
gent requirements on reducing consumption and emissions, starting
from more compact vehicles, and in this context Carraro will offer
complete Electric Powertrain solutions.

Axle range evolution

The design of the new axle range, with both suspension-free and
portal versions, continued in 2020, with the aim of introducing in-
novative features, such as a reduction in management costs plus the
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possibility to add different types of sensors designed to enable con-
nectivity to remote services, including predictive maintenance,
while in the automotive sector, activities continued for the optimi-
sation of axles for the Grenadier extreme off-road application.

Tractors

During 2020, all activities necessary to check engine installations
that will cover the stage V portfolio variations were completed, as
well as technical validations with requirements agreed with OEM
customers.

Research and development on vehicle electrification continued.

e-Power Systems Division

The new division rolled out activities for the development of in-
novative electronic control solutions for transmission systems
and vehicles, as well as complete engine units for e-mobility.
The division is also exploring technologies for the development of
self-driving solutions.
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Foreword

To better understand the figures relating to the 2020 financial year,
adjusted figures will be provided. Specifically, the adjusted figures
will take into account transactions not connected to ordinary oper-
ations.

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 state-

ment, amortisation, depreciation and impairment of fixed assets
> EDbit: earnings before tax taxes and financial income and expens-
es, with no adjustments;
> Net Working Capital: difference between Trade Receivables,
Net Inventories and Trade Payables in the balance sheet;

> Net financial position: Esma Net Debt determined in accordance
with the provisions of paragraph 127 of the recommendations
contained in the Esma document no. 319 of 2013, implement-
ing Regulation (EC) 809/2004, deducted, where applicable,
non-current receivables and financial assets, in addition to the
effects deriving from the first application of Ifrs 16.
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Performance

After an extremely positive year, with a sharp increase in volumes,
the Group was affected by a drastic slowdown at the end of the first
quarter and during the second quarter, due to the consequences of
the spread of the Covid-19 pandemic.

In particular, all Group sites, starting from the Chinese plant in
January, had to gradually deal with production stopping, as imposed
by the authorities. In February, the spread of the virus had affected
all continents. In late March, Italian sites were closed, with this
shutdown lasting until 4 May, as well as the plants at Pune (India),
Buenos Aires (Argentina) and Caixas do Sul (Brazil), while only the
logistics hub at Poggiofiorito stayed open, for the supply of replace-
ment parts.

Normality more or less returned from June onwards, with the
gradual re-opening of activities overall, in complete safety, thanks
to the protocols to control and contain the spread of the Covid-19
virus adopted well in advance and efficiently based on experience
at the Chinese site.

Reversing the trend of the first half of the year, the Group saw
a considerable increase in volumes, from as early on as September
and above all in the last quarter, predicting the positive performance
expected for 2021, of which the results will depend on whether the
supply chain is able to support growth, considering that it has re-
sumed with a capacity below market demand, which will also have
important evident effects on logistics activities. Despite the signifi-
cant sales contraction, the economic data analysis highlights an en-
couraging stability in margins, essentially due to the positive effect
of the various actions implemented over the past few years on pro-
duction factors; despite activities stopping and the resulting slow-
down, all Group companies were able to optimise the use of internal
resources, significantly limiting the use of social shock absorbers
(furlough schemes) in Italy, holidays and other government incen-
tives (e.g. China).

An analysis of profitability ratios (Ebit and Ebitda), adjusted to
take account of the non-recurring operations discussed further on,
shows that margins were substantially in line in percentage terms
with the previous year. This is the result of the responsiveness de-
ployed in the first half of the year and targeted actions to contain
fixed costs. This result can be considered a significant success, given
the scope and duration of the global health crisis.

In addition to the above, during the volume recovery phase, in
September, the Carraro Group was affected by cyber attack that
caused production to stop for a few days and the loss of some op-
erating data. The prompt recovery activities allowed a progressive
and rapid restart of operations, guaranteeing their quality.

As already stated in the comments on the results for the first half
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of the year, both the internal growth plan, based on important R&D
activities that will lead to new product lines on the market, and
projects to expand external lines continued, in order to improve the
Group’s strategic and dimensional positioning, with the support of a
new group bond issue in September for 150 million euros.

With regard to the financial profile, as expected, the financial
position increased compared to December 2019, when it had been
positively affected by the advances received from customers of the
Agritalia Division for bunkering (the storage of engines that will be
used in production in the next few years).

Besides the above bond, and to better deal with the effects of lock-
downs, some new credit lines and liquid assets were obtained with a
Sace guarantee (as established by the Liquidity decree).

For the relevant figures, please refer to the next paragraph.

Results summary

The year ended with a downturn in volumes for the reasons ex-
plained previously, and above all due to the impacts of lockdowns
imposed in various parts of the world. Consolidated turnover in
2020 amounted to 478.678 million euros compared to 548.846 mil-
lion euros in the previous year (-12.78%). As regards the Drive Tech
Business Area, turnover fell by 14.9%, while the decrease for the
Agritalia Business Area stood at 4.26%.

Despite this, margins decreased to a limited extent, thanks to
the ability to react after the slowdown resulting from the various
lockdowns and the actions taken to improve the industrial struc-
ture and the supply chain. These margins were negatively affected,
as regards non-recurring operations, by the costs incurred to adapt
workplaces to the health situation (Covid-related costs, such as
costs for sanitisation and the purchase of face masks, sanitisers and
safety equipment), the costs incurred due to the cyber attack, as
well as the effects of the impairment of an engineering contract, and
the costs for the restructuring of the Argentinian subsidiary).

Ebitda at 31 December 2020 came to 32.567 million euros (6.8%
of turnover), down 23.66% compared to 42.660 million euros (7.77%
of turnover) in 2019; 2020 Ebit amounted to 12.163 million euros
(2.54% of turnover), down 46.02% compared to 22.531 million euros
(4.11% of turnover) in 2019.

Having eliminated non-recurring effects, adjusted Ebitda and
Ebit were down compared to 2019 in absolute terms; as a percentage
of turnover, on the other hand, they were in more line with the pre-
vious year. As mentioned above, margins remained generally good,
thanks to the Group’s ability to absorb the drop in volumes.
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Amounts in Euro/000

Group 31.12.2020 % of turnover 31.12.2019 % of turnover
Ebitda 32,567 6.8% 42,660 7.8%
Adjusted Ebitda 37,067 7.7% 43,961 8.0%
Ebit 12,163 2.5% 22,531 4.1%
Adjusted Ebit 16,663 3.5% 23,832 4.3%

The table shows Ebit and Ebitda adjusted to take into account
non-recurring operations which amounted to 4.5 million euros for
2020, due mainly to the effects of the non-recoverability of an engi-
neering contract of Carraro spa (for 3 million euros) costs incurred
for the safety of factories and offices to minimise contagion (500
thousand euros), and costs incurred due to the cyber attack (878
thousand euros). In 2019, the same item amounted to 1.3 million
euros for restructuring costs related to the Argentinian subsidiary.

Net financial expenses amounted to 13.233 million euros (2.76%
of turnover), an increase compared to 9.856 million euros (1.8% of
turnover) in 2019. This item was affected by liquid assets obtained to
support tensions in working capital (liquidity decree loans) and the
growth plan through external channels (new bond issue).

Again in 2020, the effect of hyperinflation accounting for the
Argentinian subsidiary was recognised, affecting some items of the
financial statements, with hyperinflation income of 0.493 million
euros (0.1% of turnover) being recognised; in 2019, these expenses
amounted to 0.359 million euros (-0.07% of turnover), recognised
under financial expenses. For the appropriate detailed analysis, ref-
erence should be made to the specific paragraph of the Notes to the
Financial Statements.

Exchange gains of 356 thousand euros were recognised (0.07%
of turnover) improving on the previous year (exchange gains of 74
thousand euros (0.01% of turnover), thanks to policies to balance
commercial flows (natural hedging) and hedging transactions.

Taxes for the period amounted to a total of 1.294 million eu-
ros (0.27% of turnover) compared to 1.640 million euros (0.3% of
turnover) in the previous year. In 2019, larger amounts for some
extraordinary items were recognised compared to 2020, including
the effect of the tax subsidy for research and development activities
pursuant to the 2015 stability law.

A net consolidated loss of 3.271 million euros was recorded (-0.68%
of turnover), down on profit for 2019 equal to 8.121 million euros
(1.5% of turnover). Without the effects of extraordinary items and
after the related effect of taxes (-1,254 thousand euros in 2020 and
-390 thousand euros in 2019) the adjusted net operating result broken
even, as indicated in the following table.

Highlights



Group 31.12.2019 % of turnover 31.12.2019 % of turnover
Net profit/(loss) -3,271 -0.7% 8,121 1.5%
Adjusted Net profit/(loss) -25 -0.0% 9,032 1.6%

Annual Review 2020

The consolidated net financial position at 31 December 2020 was
negative 143.764 million euros, worsening compared to 31 December
2019 (negative 123.617 million euros). The position at the end of 2019
was affected by advances received from some customers of Agritalia
for bunkering (the storage of engines that will be used in production
in the next few years).

Consolidated shareholders’ equity at 31 December 2020 was equal
to 63.215 million euros (73.304 million euros in 2019); the change
was affected by the result for the year, as well as changes in the
translation reserve.

At 31 December 2020, all financial covenants of the regulations of
the CAR FIN TF Ge 25 bond for 180 million euros issued in January
2018 (Incurrence Covenants) had been met. As regards the recently
issued CAR FIN ST 26 bond, the registration of covenants for 2020
was not required.

Agreements with banks which required financial covenants to be
met were suspended for all of 2020.

Amounts in Euro/000

il



Euro/000

2020

2019

Net Revenues

478,678

548,846

Operating Income

Net Income

12,163 -3,271

22,531

Shareholders’ Equity

63,215

73:304

Highlights

8,121
ROI ROE
1.53% -5.17%
4.16% 11.08%




Gross Investments

16,252

23,998

R&D

26,708

22,618

Annual Review 2020

Managers and Employees
at 31/12

738

R&D/Sales

5.58%

4.12%

Workers at 31/12

2,717

2,363
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Consolidated Net Income
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Carraro Group Investments

gross of revenues from disposals

27,980
[2018]
23,998

[2019]

16,252

[2020]

Highlights

Amounts in Euro/000



Consolidated Equity Structure

247,686 238,544 35,617
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Breakdown by Sector of Application

550

Agriculture

50.7%

Highlights
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30.5%
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Main Markets

2020
2019

Total Export

821% 81.4%

Other EU

54% ) 6.0%

Others Extra EU

24% D 2.9%

50 Highlights

North America

11.9%

141%

South America

6.0%

6.0%



3.2%

7.4%

Spain

1.8%

3.0%

France

5.6%

5.4%

Switzerland

5.8%

51%

Germany

11.8%

12.8%

Turkey

6.2%

2.4%

Italy

18.6%

17.9%

Annual Review 2020

5.3%

India

14.8%

13.9%

China

41%
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Drivetech

Summary Data and Graphs

Euro/000 Net Revenues
2020 386,745
2019 454,485

Net Income

14,857

13,070

Net of minority interests

R&D

2,510

2,395

Total Italy

17.82%

16.82%

Turnover by Geographical Area

Highlights

Operating Income

25,041

25,256

Adjusted for the effect of exchange differences

Shareholders’ Equity

122,739

104,773

Gross Investments

20,372

18,406

Workforce at 31/12

2,944

Total Foreign Countries

82.18%

2,596 83.18%

Turnover by Geographical Area
Managers/Employees Workers
494 2,450
493 2,103

Workforce Breakdown

Workforce Breakdown

Amounts in Euro/ooo



Breakdown by Sector of Application
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Agritalia

Summary Data and Graphs

Euro/000 Net Revenues
2020 113,064
2019 118,091

Net Income

-85

993

Net of minority interests

R&D

10,509

8,747

Total Italy

37.11%

36.75%

Turnover by Geographical Area

Highlights

Operating Income

-73

1.057

Adjusted for the effect of exchange differences

Shareholders’ Equity

5,706

—22,279

Gross Investments

2,005

1,443

Workforce at 31/12

331

Total Foreign Countries

62.89%

63.25%

Turnover by Geographical Area

Managers/Employees

98

101

Workforce Breakdown

Workers
223

Workforce Breakdown

Amounts in Euro/ooo
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Significant Events
in Financial Year
2020

The most significant events that occurred during the year are sum-
marised below.

Between the end of the first quarter of 2020 and start of the sec-
ond quarter, all Group sites were gradually affected by production
stopping due to the lockdowns imposed by authorities in various
areas of the world. The Chinese site was the first Carraro Group fa-
cility affected, and had to deal with production stopping for around
a month, from January, to then return to a substantial normality.

Subsequently on 22 March 2020, the Italian government stopped
all non-essential production activities up until 4 May. As a result of
this decree, the production plants in Campodarsego, Maniago and
Rovigo were therefore closed, while the Poggiofiorito logistics hub
(which supplies replacement parts) remained operational.

From 23 March onwards, the sites at Pune (India), Buenos Ai-
res (Argentina) and Caixas do Sul (Brazil) were closed, following
similar measures taken by local governments, with activities re-
suming in full, first in Argentina and gradually in India, to return to
near-normal conditions in June.

In September, the Company Carraro International issued a se-
nior unsecured bond listed on the MOT and on the Luxembourg
stock exchange maturing in 2026, for 150 million euros, with a cou-
pon of 3.75%.

The placement closed with complete coverage on 14 September
2020, ahead of the scheduled closing date.

Besides the aforesaid bond, and to better deal with the health
crisis, some new amortizing credit lines maturing in 2026 were ob-
tained, for a total of 85 million euros from various banks with a Sace
guarantee (as established by the Liquidity decree).

In September, all Carraro Group companies were involved in a
cyber attack that affected a part of the IT infrastructure, causing a
production shutdown of a few days and the loss of some operating
data. Recovery activities made it possible to quickly resume opera-

Highlights
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tions. The integrity of company data was guaranteed in full, thanks
to the rapid deployment of protection systems.

In November, the Company Siap Spa took out an additional loan
with Civibank for 3.75 million euros from Frie, the Rotation Fund
for Economic Initiatives in Friuli Venezia Giulia. This loan, in addi-
tion to the 7.5-million-euro loan obtained last year, is part of a sup-
port programme with Civibank that will make it possible to accel-
erate the investments planned to expand the production capacity of
the Maniago site.

Following the resignation of the Chief Executive Officer Alberto
Negri, on 26 October 2020, the Board of Directors of the Compa-
ny decided to co-opt Andrea Conchetto, already appointed General
Manager on 1 January 2020, and granted him the widest-ranging
powers for the operational management of the Company.
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Share
Performance

In 2020, the share, although following the trend of the Mib, per-
formed worse than the index, affected heavily by the uncertainty of
markets due to the spread of the pandemic.

The mean official price of 2020 was 1.48 euros, reaching the max-
imum listing of 2.23 euros on 2 January 2020 and the minimum of
1.10 euros on 16 March 2020.

01/20
02/20
03/20
04/20
05/20
06/20
07/20
08/20

09/20

10/20
11/20

Highlights

12/20

FTSE MIB
-6.73

CARRARO
—-30.99



Subsequent
Events

There are no subsequent events to report.

Annual Review 2020
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Expected Business
Outlook 2021

The first half of 2021 shows a growing order backlog thanks to the
positive performance of all target markets, compared to both the
previous year as well as expectations. The ability to meet this backlog
will be affected by certain critical issues in the supply chain, caused
both by the availability of materials as well as the corresponding price
increase, and also by certain problems linked to the logistics chain,
all of which the group is pro-actively addressing.

Highlights



Consob 1/2021

Alert

Annual Review 2020

As regards the evaluations on the business being a going concern,
the effect of the new phenomenon of the pandemic in 2020 made
it necessary to reconsider possible scenarios in business forecasts
and in the assumptions used for the business being a going concern.

Considering the recent indications of European and nation-
al technical and control authorities (Esma 28.10.2020, Consob
16.02.2021), the directors reviewed the economic effects of mea-
sures taken by the authorities to contain the virus on their own
industrial context, and the trend of main market ratios for the year
ended and subsequent period.

This review showed that despite the complexity of the general
situation, no elements to indicate that the business is no longer a
going concern have occurred, within reasonably foreseeable limits.
In particular the following is noted:

> the group’s markets are reporting growth, as demonstrated by

the robust portfolio expected for 2021;
> the reliability of the supply chain, despite some difficulties in
processing orders due to the sudden increase in demand, has
not shown any signs so far of substantial discontinuity overall;
> at present, the Group does not plan to use public support mea-
sures which, if no longer provided, would have significant eco-
nomic/financial effects;
> thanks to recent and significant mid-term funding operations,
the Group is not in conditions where it has a limited availabili-
ty of or access to financial resources;

> the Group operates with customers that have excellent credit

ratings, whose past and present financial performance has no
critical aspects that would affect the recoverability of amounts
owing by them.
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Colors, Lines, Volumes
and Geometries
to Tell our Story



Matteo
Berton

This year, to supplement content in our Annual Review
and Sustainability Report, we have chosen the colours and
geometries of Matteo Berton, a young Italian artist who
specialises in illustration.

Born in 1988 in Pisa, Matteo has a inquisitive spirit and
always carries his travel notebooks with him in order to jot
down anything he sees that particularly strikes him. With
his fresh, colourful style, he combines shapes and volumes.

Over the course of his short but very substantial career,
he has had the chance to work for magazines and on
advertisements, as well as illustrating children’s books and
comics. From the New Yorker to Campari, from the New
York Times to Wired, from Monocle to Der Spiegel, and
from Moleskine to Mondadori. He has received various
prizes, including a gold and silver medal from the New
York Society of Illustrators.

Matteo’s eye interprets the Carraro world in a decidedly
original way. With their large coloured areas and broken
lines, his illustrations offer up vine rows in the hills,
glimpses of the work site, vivid expanses redolent of the
Argentine Pampas, and plantations that clearly evoke
India. Alongside these manufacturing details are curious
people taking in the scene and products appreciated like
works of art.
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