Nemak reports 3Q17 results
- Quarterly revenues and EBITDA of US$1.1 billion and US$153 million
- Won new contracts worth US$570 million in annual revenues
Monterrey, Mexico. October 16, 2017. - 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 third quarter of 2017 ("3Q17"). What follows is an
overview of the quarter’s main highlights:

Key Figures

For 3Q17, volumes were 11.7 million equivalent units ("MEU"), 4.1% lower year-over-year ("y-o-y"),
with Europe ("EU") and Rest of World ("RoW") showing healthy growth while North America ("NA")
reporting a decrease. Nonetheless, revenues were US$1,099 million up 3.4% y-o-y, as higher
average aluminum prices passed on to customers more than compensated for lower volumes.
Volumes for the first nine months of 2017 were 37.9 MEU, down slightly vis-a-vis 2016, while
revenues were US$ 3,387 million, 3.9% higher mainly due to the same factors affecting quarterly
comparisons.
3Q17 EBITDA was US$153 million, a 15.9% y-o-y decrease mainly due to the effect on operating
income of the reduction in volumes already explained, plus negative metal price lag and increased
launching expenses associated with new programs. On the positive side, EU and RoW reported
solid results, driven mainly by new program launches. On a cumulative basis, EBITDA for the first
nine months was US$550 million, 10.1% lower than the same period last year primarily due to the
effect of lower volumes, negative metal price lag, foreign exchange, and higher launching expenses.
3Q17 capex was US$93 million as the company continued with investments to increase and adapt
production capacity to meet new demand related to recently won contracts. Likewise, resources
were invested in the continued ramp-up of new programs to produce structural and electric vehicle
components in NA and EU. For the first nine months of 2017, capex amounted to US$324 million.
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Message from the CEO
We saw mixed results this quarter, as our Europe and Rest-of-World regions showed healthy growth
while lower volumes weighed on North America. Nonetheless, we remained on track to meet our
targets for the year, successfully launching new, high-volume programs and advancing as planned
with additional efficiency initiatives. At the same time, we continued to grow our sales backlog,
winning new business in the quarter across our product lines worth a total of approximately US$570
million in annual revenues.
I am also pleased to share that we started ramping up production at our new plant in Slovakia,
which is wholly dedicated to structural and electric vehicle components. This is our third facility in
Europe serving these businesses.
Lastly, we provided a detailed overview of our long-term outlook at our Investor Day presentations
in Mexico City and New York City on September 27 and 28, respectively. We focused on
opportunities to drive growth in our core powertrain business while tapping into new trends towards
vehicle lightweighting and electrification. Given our technological leadership, global reach, human
capital, and financial condition, we are well positioned to successfully execute on our strategy for
reaching our growth targets across our product lines.

Automotive Industry

In the quarter, SAAR for U.S. vehicle sales was down 2.0% y-o-y, with retail sales remaining stable
while fleet sales decreased. Meanwhile, North America vehicle production and Nemak customers’
vehicle production decreased 8.0% and 7.0%, respectively, mainly due to inventory reductions by
GM combined with lower passenger car production by Ford and FCA.
In Europe, vehicle sales SAAR in 3Q17 increased 4.0% y-o-y, with increased sales across Western
and Eastern Europe. In turn, vehicle production and Nemak customers’ production increased 5.4%
and 4.0%, respectively, which was in-line with industry demand.
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Recent Developments





During the quarter, Nemak won new contracts across its main product lines worth US$570
million in annual revenues. So far in 2017, it has won new contracts worth US$695 million in
annual revenues.
Successfully completed the ramp-up of a new program to produce structural components for
the Audi Q5 in Mexico.
Won a new program to produce battery housings for a high-performance hybrid platform of a
North American OEM.

Financial Results Summary

What follows is an explanation of the results shown in the table above:
3Q17 total volume decreased by 4.1% y-o-y mainly due to lower demand for Nemak components
from Ford and GM, with the former reducing production of small vehicles and the latter adjusting
overall inventories. Another factor explaining the volume decrease was the comparative impact of
FCA’s 2016 discontinuation of its small- and- medium-size sedan lines, as explained in past reports.
Regarding Europe, 3Q17 volume increased 5.9% y-o-y reflecting the strength of the market.
Meanwhile, RoW reported a strong y-o-y volume increase mainly due to the continued ramp-up of
new programs in China and improved industry performance in Brazil. For the first nine months,
Nemak´s overall volume was slightly lower compared to the same period in 2016 with EU and RoW
showing healthy growth while NA recording a decrease.
Turning to revenues, the effect of higher aluminum prices more than compensated for declining
volumes, causing Nemak´s 3Q17 consolidated revenues to increase 3.4% y-o-y. Similarly, rising
aluminum prices brought revenues 3.9% higher year to date ("YTD").
3Q17 operating income decreased 35.9% y-o-y, mainly as a result of lower sales volumes, negative
metal price lag, and increased expenses related to new program launches. In turn, lower operating
income translated into an operating margin of 6.0%, 360 basis points below 3Q16. On a cumulative
basis, operating income was 20.1% lower than the same period in 2016, for the reasons already
explained.
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The above-mentioned decrease in operating income resulted in a 15.9% y-o-y reduction in EBITDA.
3Q17 EBITDA margin was 13.9%, down from the 17.1% reported in 3Q16. 3Q17 EBITDA per
equivalent unit was US$13.10, down from US$14.90 in 3Q16. On a cumulative basis, the lower
YTD operating income affected YTD EBITDA, which was 10.1% lower than the same period in 2016
for the reasons already mentioned. YTD EBITDA margin and EBITDA per equivalent unit were
16.2% and US$14.50, respectively, which compared to 18.8% and US$16.00 in the same period
last year.
3Q17 net income decreased 81.0% compared to 3Q16 mainly due to lower operating income
combined with higher interest expenses and foreign exchange losses. YTD net income was 32.8%
lower than the same period in 2016.
Capital expenditures totaled US$93 million during 3Q17. As explained, investments were made to
expand capacity and to facilitate operational efficiency across the company’s regions. For the first
nine months of the year, capital expenditures amounted to US$324 million.
As of September 30, 2017, Nemak reported Net Debt in the amount of US$1.4 billion, including
Cash and Marketable Securities worth US$130 million. Financial ratios were: Debt, net of Cash, to
EBITDA, 1.9 times; Interest Coverage, 10.1 times. These ratios are similar to those reported at the
end of 3Q16.

Regional Results
North America
In 3Q17, revenues decreased 4.9% y-o-y as the impact of lower volumes in the region more than
offset higher selling prices. Turning to EBITDA, lower volumes was the main cause of the 26.8%
decrease y-o-y; the adverse impact of metal price lag was also a factor, albeit to a lesser extent.

Europe
In 3Q17, revenues in Europe increased 11.2% y-o-y mainly due to new program launches and
higher selling prices. Meanwhile, 3Q17 EBITDA increased 6.3% y-o-y, as higher volumes and a
more favorable sales mix more than compensated for the effects of negative metal price lag and
increased expenses related to new programs brought on stream in the quarter.

Rest of the World (RoW)
In 3Q17, revenues in RoW increased by 29.7% y-o-y reflecting a solid performance in China and
industry recovery in Brazil, with sales volumes growing 8.3%. 3Q17 EBITDA in RoW increased
US$2 million in 3Q17 compared to 3Q16 due primarily to higher profitability in South America.
------------------
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Methodology for presentation of results
The report presents unaudited financial information. Figures are in Mexican pesos or U.S. 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 Third Quarter 2017 Conference Call will be held on Tuesday, October 17, 2017, 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 23,000 people at 38 facilities
worldwide, generating annual revenues of US$4.3 billion in 2016. For more information about
Nemak, visit http://www.nemak.com
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