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Nemak reports 2Q18 results
- Quarterly Revenues and EBITDA of US$1.2 billion and US$207 million, respectively
- New contracts awarded to Nemak for US$150 million in annual revenues
Monterrey, Mexico. July 18, 2018. - Nemak, S.A.B. de C.V. (“Nemak”) (BMV: NEMAK), a leading
provider of innovative lightweighting solutions for the global automotive industry, announced today
its operational and financial results for the second quarter of 2018 ("2Q18"). What follows is an
overview of the quarter’s main highlights:

Key Figures

For 2Q18, volumes were 13.1 million equivalent units ("MEU"), 2.3% higher than in 2Q17. The North
America ("NA") region reported growth, while Europe ("EU") finished with lower volumes year-onyear ("y-o-y"). Revenues in the period amounted to US$1,239 million, up 6.4% y-o-y, thanks to
higher aluminum prices and volumes as well as the appreciation of the euro vis-a-vis the U.S. dollar.
2Q18 EBITDA was US$207 million, slightly higher y-o-y but 10.1% higher excluding non-recurring
income reported in 2Q17. Higher volumes and FX effects, together with a less adverse impact from
"metal price lag" (the delay in passing on aluminum price changes to customers, as stipulated in
the company’s contracts) and operational efficiencies supported the improved result.
Capital expenditures amounted to US$93 million during 2Q18. Nemak continued investing to meet
demand and create more value in its powertrain and structural and electric vehicle components
businesses. At the end of the quarter, Nemak´s financial ratios were: Net Debt to EBITDA, 1.8 times;
Interest Coverage, 8.2 times.

July 18, 2018

1

Message from the CEO
We capitalized on new launches this quarter of higher value-added products—including structural
and electric vehicle components—achieving improved results mainly through a combination of
volume growth and operational performance. Additionally, we benefited from FX effects along with
a less adverse impact of metal price lag. Our North America and Europe regions led the way,
achieving a better product mix while advancing initiatives to optimize manufacturing and labor costs.
At the same time, we successfully worked with all our main North America-based customers to
address extraordinary effects stemming from volatility in aluminum prices, implementing new pricing
adjustments that will protect us against the recent divergence between primary and secondary
references in the region.
I am also pleased to share that we continued to make inroads in our structural and electric vehicle
components business. We won a contract with a new Tier-1 customer to develop and produce
complex e-motor housings for premium applications in Europe. And, we entered the early launch
phase of our first battery housing program in North America, which is for a premium European OEM.
With dedicated teams and a broad technology portfolio focused on lightweighting and electrification,
I am confident that we are building the full range of capabilities required to achieve and sustain
profitable growth in this segment.

Automotive Industry

In the quarter, SAAR for U.S. vehicle sales increased 2.0% compared to 2Q17, as higher sales of
light trucks—including CUVs, SUVs, and pickups—more than compensated for lower passenger
car sales. Meanwhile, North America vehicle production and Nemak customers’ vehicle production
decreased 1.7% and 2.2%, respectively, as OEMs continued to reduce inventories.
In Europe, 2Q18 vehicle sales (SAAR) increased 3.9% y-o-y supported by more favorable economic
conditions, particularly in Eastern Europe. Vehicle production figures saw an uptick y-o-y, as OEMs
increased their exports to other regions.
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Recent Developments
•
•
•
•

Awarded new contracts worth US$150 million in annual revenues, approximately 25% of
which represented incremental business.
Obtained a new contract for the development and production of electric motor housings for
premium vehicles in Europe.
Reached a new production milestone in structural and electric vehicle components,
surpassing 3 million parts at the close of 2Q18.
Received the General Motors Supplier of the Year Award for outstanding performance. As
a 14-time winner, Nemak is one of the ten most recognized suppliers over this award’s 26year history.

Financial Results Summary

What follows is an explanation of the results shown in the table above:
2Q18 total volume increased 2.3% y-o-y due to higher sales in NA, which were driven by better
performance among Detroit 3 automakers. In EU, Nemak´s 2Q18 volumes declined y-o-y as higher
sales for gasoline applications were not enough to offset lower sales for diesel applications. In RoW,
South America reported higher volumes, which offset a decrease in Asia. On a cumulative basis,
volumes in 1H18 were slightly higher than in 1H17, as higher NA sales more than compensated for
lower volumes in EU.
Turning to Revenues, the appreciation of the euro against the U.S. dollar and higher aluminum
prices, plus the increase in volumes, drove a 6.4% y-o-y increase in 2Q18. For 1H18, revenues
were 8.1% higher than in 1H17, basically for the same reasons.
Regarding Operating Income, the company benefited from higher volumes, operational efficiencies,
and a lower metal price lag effect, together with positive FX effects and lower depreciation.
Accordingly, 2Q18 Operating Income was up 8.9% y-o-y, or up 27.4% if excluding non-recurring
income reported in 2Q17, when the company cancelled a provision related to a disputed tax on
revenues in Brazil. On a cumulative basis, 1H18 Operating Income was 3.0% higher (or 11.4%
higher excluding the already explained non-recurring income) than 1H17, reflecting the same
factors that influenced the quarterly figure.
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2Q18 EBITDA was slightly higher y-o-y, or 10.1% higher excluding the non-recurring income of
2Q17. 2Q18 EBITDA per equivalent unit was US$15.8, lower than the US$16.1 (or higher than
US$14.7, on a comparable basis) than in 2Q17. On a cumulative basis, 1H18 EBITDA was 2.0%
higher than 1H17 (6.9% higher on a comparable basis), due to the performance of Operating
Income already explained. EBITDA per equivalent unit in 1H18 was US$15.4, 1.3% higher (6.2%
higher excluding the non-recurring income) than 1H17.
2Q18 Net Income decreased 69.2% compared to 2Q17 mainly due to non-cash foreign exchange
losses together with higher deferred taxes. On a cumulative basis, Nemak´s 1H18 Net Income was
35.9% lower than in 1H17, basically for the same reason that explained the quarterly performance,
plus incremental financial expenses related to the issuance of a long-term bond during 1Q18.
Capital expenditures amounted to US$93 million during 2Q18, for a total of US$199 million in 1H18.
As explained, investments were made in 2Q18 to support new program launches and to drive
operational efficiency across the company’s regions.
As of June 30, 2018, Nemak reported Net Debt in the amount of US$1.3 billion. Financial ratios
were: Debt, net of Cash, to EBITDA, 1.8 times; and Interest Coverage, 8.2 times. These ratios were
the same and lower, respectively, than those reported at the end of June 2017.

Regional Results
North America
In 2Q18, revenues increased 5.0% y-o-y due to a combination of higher volumes and higher
aluminum prices. EBITDA was 7.8% lower y-o-y; however, excluding the non-recurring income of
2Q17 already explained in the Operating Income section, EBITDA would have grown 5.7% y-o-y.
In this region, the company benefited from increased volumes, a less negative metal lag effect, and
operational efficiencies.

Europe
In 2Q18, revenues increased 7.2% y-o-y driven by currency effects and higher aluminum prices.
Meanwhile, 2Q18 EBITDA increased 21.4% y-o-y, as operational efficiencies and FX gains more
than offset the negative impact of lower volumes.

Rest of the World (RoW)
In 2Q18, revenues in RoW increased by 11.9% y-o-y driven by higher aluminum prices. EBITDA for
the period was down US$1 million mainly due to a less favorable product mix.
------------------
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Methodology for presentation of results
The report presents unaudited financial information. Figures are in Mexican pesos or US dollars, as
indicated. For income statements, peso amounts were translated into dollars using the average
exchange rate of the months during which the operations were recorded. For balance sheets, peso
amounts were translated into dollars using the end-of-period exchange rate. Financial ratios were
calculated in dollars. Due to rounding, small differences may occur when calculating percent
changes from one period to another.

Conference call information
Nemak’s Second Quarter 2018 Conference Call will be held on Thursday, July 19, 2018, 11:30 a.m.
Eastern Time (10:30 a.m. Mexico City Time). To participate in the conference call, please dial:
Domestic U.S.: (877) 407-0784; International: 1-201-689-8560; Mexico Toll Free: 01 800 522 0034.
The conference call will be webcast live through streaming audio. If you are unable to participate,
the conference call audio and script will be available on Nemak’s website. For more information,
please visit investors.nemak.com

Forward-looking statements
This report may contain certain forward-looking statements concerning Nemak’s future performance
that should be considered as good faith estimates made by the company. These forward-looking
statements reflect management’s expectations and are based upon currently available data and
analysis. Actual results are subject to future events and uncertainties, which could materially impact
Nemak’s actual performance and results.

About Nemak
Nemak is a leading provider of innovative lightweighting solutions for the global automotive industry,
specializing in the development and manufacturing of aluminum components for powertrain and
body structure applications. The company employs more than 22,000 people at 38 facilities
worldwide. In 2017, it generated revenues of US$4.5 billion. For more information about Nemak, visit
http://www.nemak.com
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