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ZF Friedrichshafen AG
Update following downgrade to Ba1, on review for further
downgrade

Summary
ZF Friedrichshafen AG's (ZF) Ba1 ratings reflect as positives the company's (1) leading
market position as one of the largest tier 1 global automotive suppliers, combined with its
sizeable industry-facing operations, and, both, regional and customer, diversification; (2)
clear focus on innovation and new product development; (3) positive strategic alignment
to address the disruptive trends of automotive electrification and autonomous driving; (4)
relatively conservative financial policy, as reflected in its moderate dividend payments, which
emphasises debt reduction and cash flow generation; and (5) good liquidity profile.

The ratings also reflect as negatives the company's (1) leverage, with debt/EBITDA (Moody's
adjusted) of 5.1x as of December 2019 (3.7x, excluding the pre-financing for Wabco), taking
into account the fact that the automotive industry is in a recession; (2) modest operating
profitability, with an EBITA margin of 3.8% (2019), although broadly in line with the industry
average; (3) continued high capital and R&D expenditure, reflecting the group's focus on
innovation; and (4) the re-leveraging due to the acquisition of Wabco (expected to be closed
in 2Q 2020).

ZF's ratings are on review for downgrade. The review will focus on the impact of the
global coronavirus outbreak on manufacturing operations, consumer demand, as well as
governmental support and mitigating measures being taken by ZF.

Exhibit 1

ZF's leverage is expected to further increase as result of Wabco acquisition
Gross debt/EBITDA (Moody's-adjusted)
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http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBC_1220215
https://www.moodys.com/credit-ratings/ZF-Friedrichshafen-AG-credit-rating-600048709
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Credit strengths

» ZF's positioning, given the disruptive trends, such as alternative fuels or autonomous driving, affecting the auto sector

» Substantial free cash flow (FCF) generation, leading to decreasing leverage in a healthy sector environment

» Moderate shareholder returns

Credit challenges

» Global coronavirus outbreak, and its impact on production and consumer demand

» Exposure to the cyclicality of the automotive industry

» Modest operating profitability, in line with the industry average

» Ownership structure, which prevents ZF from accessing equity markets if needed

» Swift de-leveraging following the proposed acquisition of Wabco

Rating outlook
The review for downgrade will consider (i) the impact of the coronavirus outbreak on the manufacturing operations, (ii) the lingering
impact of diminished consumer demand, resulting from consumer concerns over contracting coronavirus, and regional government
policies restricting consumer movement over coming quarters, (iii) the impact of governmental action to support corporates and
consumers in the companies’ main markets, and (iv) the impact of potential self-help measures by ZF. We expect to conclude the
review within 90 days.

Factors that could lead to an upgrade
An upgrade to Baa3 would be conditional to ZF achieving:

» A further improvement in EBITA margins to above 7% (Moody's adjusted),

» a further reduction in leverage, as evidenced by debt / EBITDA moving towards 3.0x (Moody's adjusted),

» a retained cash flow (RCF) / net debt to sustainably above 25%, and

» FCF generation above €500 million p.a.

Factors that could lead to a downgrade
ZF's ratings might be downgraded if:

» EBITA margins were to fall below 5%, or

» debt / EBITDA would increase above 3.5x sustainably, or

» FCF generation would weaken to below €500 million p.a.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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Key indicators

ZF Friedrichshafen AG

EUR billions Dec-14 Dec-15 Dec-16 Dec-17 Dec-18 Dec -19p

Revenue 18.4 29.2 35.2 36.4 36.9 36.5

EBITA Margin % 6.3% 6.2% 7.4% 7.4% 5.2% 3.8%

Debt / EBITDA 2.5x 4.7x 3.1x 2.6x 2.8x 5.1x

EBITA / Interest Expense 4.4x 3.1x 4.4x 5.2x 4.3x 3.2x

RCF / Net Debt 55.9% 17.1% 29.1% 32.3% 29.4% 24.4%

[1] All ratios are based on 'Adjusted financial data and incorporate Moody's Global Standard Adjustments for Non-Financial Corporations
[2] Credit metrics for 2015 are influenced by the fact that TRW was consolidated for 7.5 months.
[3] 2019p figures based on our preliminary analysis of ZF's annual report 2019
Source: Moody's Financial Metrics™

Profile
ZF Friedrichshafen AG (ZF), headquartered in Friedrichshafen, Germany, is a leading global automotive technology company specialised
in driveline and chassis technology as well as active and passive safety technology. The company generates most of its revenue within
the passenger car and commercial vehicle industries, but also delivers to other markets, including the construction and agricultural
machinery sector. ZF is one of the largest automotive suppliers on a global scale, with revenue of €36.5 billion (2019), similar in size to
Robert Bosch GmbH, Denso and Magna. ZF, which is owned by two foundations, employs more than 147,797 people and is represented
at about 230 locations in 41 countries.

Detailed credit considerations
Global coronavirus outbreak drives review for downgrade process
The rapid and widening spread of the coronavirus outbreak, deteriorating global economic outlook, falling oil prices, and asset price
declines are creating a severe and extensive credit shock across many sectors, regions and markets. The combined credit effects of
these developments are unprecedented. The auto sector (and issuers within other sectors that relay on the auto sector) has been one
of the sectors most significantly affected by the shock given its sensitivity to consumer demand and sentiment. More specifically,
the weaknesses in the companies’ credit profiles, including their exposure to final consumer demand for light vehicles have left them
vulnerable to shifts in market sentiment in these unprecedented operating conditions and the companies remain vulnerable to the
outbreak continuing to spread. We regard the coronavirus outbreak as a social risk under our ESG framework, given the substantial
implications for public health and safety.

The review for downgrade reflects the impact on ZF's breadth and severity of the shock, and the broad deterioration in credit quality it
has triggered.

Ability to generate substantial FCF and decreasing leverage depends on positive sector environment
ZF's credit metrics will be weakly positioned for a Ba1 rating, following the continued deterioration of global light vehicle sales and
assuming the debt-financed acquisiton of Wabco in 2Q 2020. ZF managed to reducce Moody’s-adjusted gross debt/EBITDA to around
2.6x, from 4.7x in 2015 (immediately after the debt-funded acquisition of TRW). This was driven by ZF's ability to generate substantial
positive FCF (€1.5 billion in 2016 and €1.3 billion in 2017), facilitated by a favourable market environment, with growing global light
vehicle sales and still moderate dividend payments to shareholders. Since 2018, when global light vehicle sales started to decline, ZF's
free cash flow generation deteriorated, but was still positive (€0.3 billion and €0.1 billion, respectively). This decline was also due to
continued high capex and R&D spending.

We expect capital spending to remain elevated, given the company's innovation requirement and the outsourcing trend by auto
manufacturers. However, given the limited ability of ZF to access equity markets, a conservative dividend payout is necessary to build a
sufficient equity buffer in case of a cyclical downturn or the need to further increase investments in new technologies.

In the current sector environment, which faces substantial short-term challenges related to the coronavirus outbreak and its
implications on production and consumer demand, and additional challenges, such as electrification and autonomous driving, it will be
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very challenging for ZF to generate substantial positive free cash flows needed to reduce leverage to levels, which are commensurate
with a Ba1 rating at least.

ZF's positioning, given the disruptive trends affecting the auto sector
We believe that ZF has positive exposure to the two main disruptive trends currently affecting the automotive sector: (1) electrification
and the roll-out of alternative fuel vehicles; and (2) autonomous driving, in both cars and commercial vehicles.

The growing adoption of alternative fuel vehicles with hybrid or all-electric powertrains reflects a combination of tougher carbon
emissions regulations applied to the automotive original equipment manufacturers (OEMs) and the falling cost of key technologies,
most notably batteries. We believe that ZF, along with Valeo S.A. (Baa3 RuR), Continental AG (Continental, Baa2 negative) and GKN
Holdings (Ba1 stable), stands to benefit from electrification for two key reasons. Firstly, the internal combustion engine is currently
one of the few parts within a car that is not subject to outsourcing. While some OEMs may opt to manufacture the key equipment
themselves, we believe that powertrain-focused suppliers such as ZF will play a much bigger role in the future. Secondly, the integration
of hybridisation equipment with the transmission system (including the control units) will be critical in optimising the powertrain, in
our view. On this basis, we believe that ZF is well positioned because of its long pedigree in transmission systems. ZF is arguably able
to accommodate all technology pathways for hybrids and fully electric vehicles, depending on the requirements of its OEM customers.
For mild hybrids, the group offers a modular motor unit, which connects the engine and gearbox. For full hybrids, ZF integrates a high-
powered motor into its standard 8-speed automatic gearbox. Finally, for fully electric vehicles, the group manufactures axle drives, with
the motor integrated directly into the axle.

Following the acquisition of TRW, ZF also gained access to a number of key technologies, which will likely underpin the transition
to fully autonomous driving. In our view, the time horizon for this development is somewhat longer than for fully electric vehicles.
Nevertheless, the trend has already started with new executive saloons (such as the Mercedes S-Class and the BMW 7-Series) having
increasing numbers of sensors and driver assistance functions than was previously the case. This provides an opportunity for suppliers
such as ZF. While the group is arguably a much smaller company for these technologies than peer companies Robert Bosch GmbH,
Continental and Valeo S.A., ZF has an emerging product portfolio, which includes front-facing cameras and a 77-gigahertz radar, both
of which will likely be employed on autonomous vehicles. In addition, ZF (along with many other auto suppliers) is forming partnerships
to address gaps in its product portfolio. In June 2017, the group announced new strategic relationships with Hella (Baa1 on Review for
Downgrade), which will contribute its expertise in software solutions, and with NVIDIA Corporation (A3 positive), the semiconductor
manufacturer and provider of artificial intelligence technologies.

Exhibit 3

ZF's product diversification
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Source: Company information, Annual Report 2019

Likewise, the integration of TRW into ZF improves its geographical diversification, given that TRW has a strong position in North
America and the Asia-Pacific region.
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Exhibit 4

ZF's geographical diversification
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Modest operating profitability, in line with the industry average
ZF's EBITA margin has improved over the past few years until 2017, and eroded since then. With this, the margins are still below the
average of EMEA-based auto suppliers. We note that peers, such as Hella or Continental, which had to cope with the same industrial
environment, were able to generate stronger margins. This is to some extent driven by the product mix of ZF, which encompasses
products with very high technological content with high profitability, especially in its commercial vehicles segment, and products
with lower market entry barriers such as axle systems. Margins in these segments are also rather low because of the high outsourcing
of production, which, however, would provide for a rather high return on the capital employed. In the current more challenging
automotive industry environment, we believe it will be even challenging for ZF to maintain EBITA margins (Moody's adjusted) of at
least 5%, which ware expected for the Ba1 rating.

Exhibit 5

ZF's EBITA margin compared with the EMEA automotive supplier sector average
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Exposure to the cyclicality of the automotive industry
ZF, like most global auto suppliers, has a strong reliance on the production rates of light vehicles by the various OEMs. After several
years of continuous growth since the beginning of the decade, global light vehicle sales declined slightly to below 95 million units in
2018. In 2019, global light vehicle sales declined further by around 5% to around 90 million units, mainly driven by a 8% decline in
China. For 2020, which will heavily impacted by the global outbreak of the coronavirus, we expect an additional drop of 14% to around
78 million units, followed by a likely rebound in 2021. See our global sector outlook published 27 March 2020.

Despite this cyclicality, we expect ZF to nevertheless outperform the market by around 2% over time, reflecting its strong positioning
in active and passive safety systems as well as powertrain technology. Additionally, we believe its industrial and commercial vehicle
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technology, as well as the aftermarket business (ZF Aftermarket), provides some mitigation from the cyclicatity of the auto OEM
market.

Envisaged acquisition of Wabco strengthens ZF's business profile but increases leverage
On 28 March 2019, ZF announced the acquisition of the Belgium-based automotive supplier Wabco for USD7.0 billion in cash, based
on a share price of USD136.5 per share. Wabco is a global automotive supplier in the area of advanced driver assistance, braking,
stability control, suspension, transmission automation aerodynamics for trucks, busses, trailers, cars and off-highway vehicles and
generated sales of $3.8 billion in 2018. Including Wabco’s debt and acquisition-related cost, this results in an enterprise value of
USD8.5 billion or EUR7.4 billion.

The acquisition of Wabco will notably strengthen ZF’s business profile as a leading global automotive supplier, adding approximately
10% to ZF’s revenues, and strengthening is product portfolio in the area of autonomous driving systems, where brake systems form an
essential part. However, as the acquisition will be fully-debt funded, the enterprise value will increase ZF’s financial debt accordingly.
Including WABCO’s EBITDA contribution, we expect that ZF’s gross leverage will increase from 2.7x (Moody’s adjusted debt/EBITDA)
at June 2018, to around 3.5-4.0x as of 2020, which is considerably above our current expectation of a maximum of 3.0x for ZF’s Baa3
rating. We note that ZF de-levered very quickly after the last major acquisition, TRW in 2015 with an initial leverage of more than 4x in
2015 decreasing to 2.6x at the end of 2017, supported by ZF’s high free cash flow generation and asset disposals, as well as company’s
commitment to debt reduction.

ESG considerations
Environmental, social and governance (ESG) risks are relevant and have been reflected in ZF’s ratings. Environmental risks related to
ZF’s manufacturing processes are relatively low, given relatively modest greenhouse gas emissions. ZF's end-markets of automotive
products are subject to increasing environmental standards. ZF’s products for hybrid (HEVs) and electrified vehicles (BEVs) positively
exposes the company to these disruptive trends, but require high R&D. The gradual substitution of internal combustion engines (ICEs)
also weighs negatively.

ZF's social risk exposure is moderate, with around 80% of the workforce being employed in developed countries in Europe and North
America, where retention of skilled manufacturing workforce is typically easier than in developing countries. ZF’s active and passive
safety products are also considered positively, with risks relating to maintaining a high product quality, especially in the area of airbags.
ZF is also exposed to health & safety risks. This is exemplified by the global coronavirus outbreak and its negative impact on global light
vehicle production and consumer demand.

ZF's governance risks are moderate. The company is owned by two foundations, which is a positive from a governance perspective,
because it guarantees the company’s independence. However, a negative aspect is the lack of access to equity capital markets. In
October 2017, ZF’s shareholders implemented a dividend policy, which is now based on a payout ratio of 18% on net profit. In line with
the new policy, ZF paid out €162 million in 2019 for 2018, and €195 million in 2018 for 2017. Whilst this was still affordable in times of
meaningful positive free cash flows and relatively modest debt levels, we expect that dividend payments will be reduced further after
the debt-financed acquisition of Wabco. ZF has a relatively conservative financial policy, including maintenance of good liquidity and
the objective to achieve an investment grade rating. Given the strategic importance of the Wabco acquisition for ZF's product portfolio,
the company has, however, temporarily compromised this rating objective.

Liquidity analysis
ZF’s liquidity profile is good. Main sources of liquidity for the year 2020 comprise around €5 billion of cash and cash equivalents
as of 31 December 2019 and funds from operations estimated at around €2.0 billion, as well as €3.0 billion available under
the undrawn revolving credit facility. In early 2020, the company also had inflows from several tranches of promissory notes
(“Schuldscheindarlehen”), amounting to around €575 million. This amounts to more than €10.5 billion of liquidity sources, which
substantially exceed the company's expected cash needs of around €4.5 billion for working cash (estimated at €1.0 billion), capital
spending (€1.5 billion), short-term debt maturities (€1.2 billion, of which €410 million were already repaid as of March 26, 2020) and
cash outflow for dividend payments (€0.1 billion).

6          31 March 2020 ZF Friedrichshafen AG: Update following downgrade to Ba1, on review for further downgrade



MOODY'S INVESTORS SERVICE CORPORATES

Including the undrawn acquisition financing (€2.5bn term loans and almost €200 million remaining bridge loans), ZF also has secured
liquidity to close the Wabco transaction as scheduled. Furthermore, we understand that the company is considering to raise additional
syndicated loans to further strengthen its liquidity profile.

Apart from the short-term debt maturities in 2020, ZF has no major debt maturities in 2020 and is compliant with financial covenants
(<4.0 net debt / company adjusted EBITDA).

Rating methodology and scorecard factors
In assessing ZF's credit quality, we have applied our Global Automotive Supplier Industry rating methodology. The actual rating
assigned of Ba1 is in line with the indicated rating from the methodology grid, based on both, financial metrics as of the year ended 31
Dec 2019, and our 12-18-month forward view.

Exhibit 6

Rating factors
ZF Friedrichshafen AG

Automotive Supplier Industry Scorecard [1][2]   

Factor 1 : Scale (10%) Measure Score Measure Score

a) Revenue (USD Billion) $40.9 A $36.4 - $39.7 A

Factor 2 : Business Profile (15%)

a) Business Profile A A A A

Factor 3 : Profitability and Efficiency (25%)

a) EBITA Margin 3.8% Caa 3.8% - 4.1% Caa

b) Expected Free Cash Flow Stability Baa Baa Baa Baa

Factor 4 : Leverage and Coverage (30%)

a) Debt / EBITDA 5.1x Ba 4.7x - 5.1x B

b) EBITA / Interest Expense 3.2x Ba 2.0x - 2.5x B

c) Retained Cash Flow / Net Debt 24.4% Baa 20% - 25% Ba

Factor 5 : Financial Policy (20%)

a) Financial Policy Baa Baa Baa Baa

Rating: 

a) Scorecard-Indicated Outcome Ba1 Ba1

b) Actual Rating Assigned Ba1

Current 

FY 12/31/2019p

Moody's 12-18 Month Forward View

As of 3/27/2020 [3]

(1) All ratios are based on 'Adjusted' financial data and incorporate Moody's Global Standard Adjustments for Non-Financial Corporations; (2) As of 12/31/2019 - figures based on our
preliminary analysis of ZF's annual report 2019; (3) This represents Moody's forward view; not the view of the issuer, and unless noted in the text, does not incorporate significant
acquisitions and divestitures.
Source: Moody's Financial Metrics™

Ratings

Exhibit 7

Category Moody's Rating
ZF FRIEDRICHSHAFEN AG

Outlook Rating(s) Under Review
Corporate Family Rating Ba11

ZF NORTH AMERICA CAPITAL, INC.

Outlook Rating(s) Under Review
Bkd Senior Unsecured Ba1/LGD41

ZF EUROPE FINANCE B.V.

Outlook Rating(s) Under Review
Bkd Senior Unsecured -Dom Curr Ba1/LGD41

TRW AUTOMOTIVE INC.

Outlook Rating(s) Under Review
Senior Unsecured Ba1/LGD41

[1] Placed under review for possible downgrade on March 26 2020
Source: Moody's Investors Service
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Appendix

Exhibit 8

ZF peer comparison

(in US millions)

FYE

Dec-17

FYE

Dec-18

FYE

Dec-19

FYE

Dec-17

FYE

Dec-18

LTM

Sep-19

FYE

Dec-17

FYE

Dec-18

FYE

Dec-19

FYE

Dec-17

FYE

Dec-18

LTM

Sep-19

FYE

Dec-17

FYE

Dec-18

FYE

Dec-19

Revenue $41,177 $43,610 $40,900 $49,725 $52,438 $50,359 $20,467 $21,149 $19,810 $15,842 $16,817 $16,206 $20,884 $22,584 $21,805

EBITDA $4,647 $4,012 $3,212 $7,590 $7,463 $6,541 $2,139 $2,178 $1,641 $2,698 $2,674 $2,248 $2,150 $2,116 $1,982

Total Debt $12,780 $11,003 $16,231 $11,019 $11,216 $12,587 $2,821 $2,811 $3,261 $6,703 $6,837 $6,555 $7,280 $7,761 $7,260

Cash & Cash Equiv. $1,579 $1,054 $5,575 $2,073 $2,958 $1,903 $1,500 $1,493 $1,488 $486 $482 $256 $2,925 $2,694 $1,990

EBITA Margin 7.4% 5.2% 3.8% 10.8% 9.6% 7.9% 8.0% 7.6% 5.4% 11.2% 9.7% 7.4% 6.5% 5.0% 3.9%

EBITA / Int. Exp. 5.2x 4.3x 3.2x 15.7x 12.1x 11.8x 14.3x 13.3x 8.9x 7.1x 6.2x 5.4x 8.4x 5.9x 4.6x

Debt / EBITDA 2.6x 2.8x 5.1x 1.4x 1.6x 2.0x 1.3x 1.3x 2.0x 2.3x 2.6x 3.0x 3.2x 3.8x 3.7x

Net Debt / Net Cap 55.8% 52.4% 52.3% 30.9% 27.9% 37.6% 23.0% 22.7% 27.9% 65.6% 63.5% 66.5% 48.0% 54.2% 57.6%

RCF / Net Debt 32.3% 29.4% 24.4% 63.6% 58.8% 41.6% 122.9% 134.5% 64.8% 31.6% 26.3% 22.4% 31.9% 23.5% 20.1%

ZF Friedrichshafen AG Continental AG Lear Corporation   Schaeffler AG Valeo S.A.

Ba1 RuR Baa2  Negative Baa2 RuR Baa3 RuR Baa3 RuR

All figures and ratios are calculated using Moody’s estimates and standard adjustments. FYE = Financial year-end. LTM = Last 12 months. RUR = Ratings under review.
2019p figures based on our preliminary analysis of ZF's annual report 2019
Source: Moody’s Financial Metrics™

Exhibit 9

Calculation of Moody's-adjusted debt

(in EUR millions)
FYE

Dec-14

FYE

Dec-15

FYE

Dec-16

FYE

Dec-17

FYE

Dec-18

FYE

Dec-19p

As Reported Debt                   740.0                9,838.0                8,262.0                6,391.0                5,020.0                9,647.0 

Pensions                3,942.0                4,162.0                3,830.0                3,595.0                3,837.0                4,786.0 

Operating Leases                   315.0                   528.3                   621.0                   633.0                   741.0                        -   

Non-Standard Adjustments                     65.0                     91.0                     80.0                     24.0                     27.0                     59.0 

Moody's-Adjusted Debt                5,062.0              14,619.3              12,793.0              10,643.0                9,625.0              14,492.0 

Adjusted financial data and incorporate Moody's Global Standard Adjustments for Non-Financial Corporations.
2019p figures based on our preliminary analysis of ZF's annual report 2019
Sources: Moody’s Financial Metrics™

Exhibit 10

Calculation of Moody's-adjusted EBITDA

(in EUR millions)
FYE

Dec-14

FYE

Dec-15

FYE

Dec-16

FYE

Dec-17

FYE

Dec-18

FYE

Dec-19p

As Reported EBITDA                1,991.0                3,259.0                3,923.0                3,909.0                3,324.0                2,888.0 

Pensions                     14.0                     15.0                       6.0                       6.0                     19.0                     19.0 

Operating Leases                   105.0                   175.0                   207.0                   211.0                   247.0                        -   

Unusual                     87.0                   147.0                       9.0                     35.0                   (46.0)                       4.0 

Non-Standard Adjustments                  (201.0)                  (515.0)                   (64.0)                   (48.0)                  (147.0)                   (43.0)

Moody's-Adjusted EBITDA                1,996.0                3,081.0                4,081.0                4,113.0                3,397.0                2,868.0 

Adjusted financial data and incorporate Moody's Global Standard Adjustments for Non-Financial Corporations.
2019p figures based on our preliminary analysis of ZF's annual report 2019
Sources:Moody’s Financial Metrics™
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Exhibit 11

Summary financials

 (in EUR millions) 2014 2015 2016 2017 2018 2019p

INCOME STATEMENT

Revenue 18,415.0 29,154.0 35,166.0 36,444.0 36,929.0 36,518.0

EBIT 971.1 1,174.2 1,736.4 1,843.9 1,375.7 829.0

EBITA 1,165.1 1,820.2 2,612.4 2,685.9 1,903.7 1,380.0

EBITDA 1,996.0 3,081.0 4,081.0 4,113.0 3,397.0 2,868.0

BALANCE SHEET

Cash & Cash Equivalents 2,101.0 2,503.0 1,627.0 1,315.0 922.0 4,978.0

Total Debt 5,062.0 14,619.3 12,793.0 10,643.0 9,625.0 14,492.0

CASH FLOW

Capex = Capital Expenditures 1,331.9 1,788.8 1,670.6 1,892.1 1,857.3 1,895.0

Dividends 49.0 115.0 78.0 122.0 235.0 199.0

Retained Cash Flow 1,654.9 2,076.8 3,246.6 3,016.1 2,556.3 2,322.0

RCF / Debt 32.7% 14.2% 25.4% 28.3% 26.6% 16.0%

Free Cash Flow (FCF) 534.0 693.0 1,506.0 1,274.0 343.0 96.0

FCF / Debt 10.5% 4.7% 11.8% 12.0% 3.6% 0.7%

PROFITABILITY

% Change in Sales (YoY) 9.4% 58.3% 20.6% 3.6% 1.3% -1.1%

SG&A % of Sales 12.0% 11.2% 11.8% 12.1% 11.7% 13.3%

EBIT Margin % 5.3% 4.0% 4.9% 5.1% 3.7% 2.3%

EBITA Margin % 6.3% 6.2% 7.4% 7.4% 5.2% 3.8%

EBITDA Margin % 10.8% 10.6% 11.6% 11.3% 9.2% 7.9%

INTEREST COVERAGE

EBIT / Interest Expense 3.6x 2.0x 2.9x 3.5x 3.1x 2.7x

EBITA / Interest Expense 4.4x 3.1x 4.4x 5.2x 4.3x 3.2x

EBITDA / Interest Expense 7.5x 5.3x 6.8x 7.9x 7.6x 6.6x

(EBITDA - CAPEX) / Interest Expense 2.5x 2.2x 4.0x 4.3x 3.5x 2.2x

LEVERAGE

Debt / EBITDA 2.5x 4.7x 3.1x 2.6x 2.8x 5.1x

Debt / (EBITDA - CAPEX) 7.6x 11.3x 5.3x 4.8x 6.3x 14.9x

LIQUIDITY

(Cash + Mkt Sec) / Debt 44.0% 17.2% 12.9% 12.5% 9.9% 34.3%

All ratios are based on 'Adjusted' financial data and incorporate Moody's Global Standard Adjustments for Non-Financial Corporations.
2019p figures based on our preliminary analysis of ZF's annual report 2019
Source: Moody’s Financial Metrics™
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