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Frankfurt am Main, March 12, 2021 -- Moody's Investors Service ("Moody's") has today assigned a (P)Baa1
rating on the new €12 billion senior unsecured debt issuance programme of TRATON SE (TRATON) and its
finance subsidiary TRATON Finance Luxembourg S.A. (TFL). Concurrently, Moody's has affirmed TRATON's
Baa1 issuer rating. The outlook on the ratings is negative

A full list of affected ratings can be found at the end of this press release.

RATINGS RATIONALE

The provisional (P)Baa1 rating on the debt issuance programme is aligned with TRATON's issuer rating. Notes
issued by TFL under the programme will be unconditionally and irrevocably guaranteed by TRATON. The
notes will be structurally subordinated relatively to existing pension liabilities, operating liabilities and financial
debt at the level of the main operating subsidiaries Scania, MAN Trucks & Bus and VWCO. With the
implementation of the debt issuance programme, however, we expect the funding of TRATON's industrial debt
to be centralized at the holding level, with exceptions being limited to primarily local currency funding at the
level of Scania and VWCO. After the acquisition of Navistar International Corp (Navistar) and an envisaged
refinancing, we expect around 90% of TRATON's industrial debt to be located at the parent company, and the
remainder being equally split between Scania and VWCO.

TRATON's Baa1 rating reflects (i) the group's strong market positions in Europe and South America in the
heavy-duty truck segment, (ii) the expectation of profitability improvements driven by a sizable synergy
potential between the group brands and restructuring measures at its MAN Trucks & Bus subsidiary, (iii) a solid
liquidity profile, (iv) the company's commitment to preserve a capital structure in line with the requirements for
a solid investment grade rating, as well as (v) the ownership and assumed support from its main shareholder
Volkswagen Aktiengesellschaft (A3 negative), which is committed to remain a major shareholder going
forward.

We expect the group's net debt to EBITDA to remain below 2.0x on a stand-alone basis (i.e. excluding any
impact from the pending acquisition of Navistar International Corp. (B2 stable)) even in a scenario of weaker
operating performance because of a continued focus on debt repayment and supported by stringent financial
policies.

The rating negatively incorporates the cyclical nature of truck market demand, which is likely to weigh on
operating performance also in 2021 and the group's focus on medium- and heavy-duty trucks and buses with
no other diversifying business operations. We note that the group's operating profitability is weaker than that of
some key peers, but we consider the group's clear objective of better integrating its MAN and Scania activities,
which should help to gradually strengthen its operating margins towards the high single digits in percentage
terms (i.e. EBITA margin as defined by Moody's).

The truck market downturn brought on by the coronavirus will cause a pronounced weakening in TRATON's
credit metrics. In 2020, TRATON's revenues declined 16% to €22.6 billion, and its operating profit margin
dropped to only around 1% (Moody's adjusted EBITA), compared with 7.6% in 2019. However, the company
should be able to restore its metrics to appropriate levels by 2022 because the restructuring of MAN Trucks
and Bus has been agreed with workers unions recently, the industry is showing signs of recovery and
TRATON has ample liquidity to bridge a prolonged downturn. Moody's view is also supported by TRATON's
expectation of a sharp increase in unit sales, substantial increase in sales revenues and its forecast of 5.0% to
6.0% operating return on sales in 2021 (before restructuring and effects of the Navistar takeover).

On November 10, 2020, TRATON provided details on the binding agreement to acquire Navistar, the fourth
largest truckmaker in the US. Moody's considers the transaction, which is expected to be closed by mid-2021,
to be strategically sound. The closing, however, is still subject to regulatory approvals and customary closing
conditions. The purchase price of $3.7 billion (equity value for 83.2%) plus assumed debt of around $5 billion
(Moody's adjusted, as of end October 2020) will likely result in a re-leveraging of TRATON's balance sheet.



(Moody's adjusted, as of end October 2020) will likely result in a re-leveraging of TRATON's balance sheet.
TRATON has not publicly communicated its refinancing plan. However, if fully debt funded, we expect
TRATON's debt / EBITDA (Moody's adjusted) to slightly exceed 3x in 2021 before declining towards 2x in
2022.

OUTLOOK

The negative outlook reflects the negative impact that the pandemic and the cyclical downturn in the truck
market have on TRATON's operating performance and credit metrics into 2022. After a drop of 21% in
TRATON's unit sales in 2020, we expect for 2021 industry unit sales and TRATON's volumes to rebound and
grow by about 10-15%. The acquisition of Navistar will increase TRATON's debt/EBITDA, and the negative
outlook reflects the risk that TRATON might be unable to de-lever sustainably to a maximum of 2x
debt/EBITDA (Moody's adjusted), Moody's expects for the Baa1.

Moreover, future demand for vehicles could be weaker than our current estimates, the already competitive
environment in the auto sector could intensify further, and TRATON could encounter greater headwinds than
currently anticipated in the recovery of its credit metrics.

LIQUIDITY

TRATON's liquidity position is excellent and allows it to fund sizable cash requirements that might arise under
a potentially extended downturn in the global truck market as a result of the coronavirus pandemic. As of 31
December 2020, the group's sources of cash included cash and marketable securities of around €3.8 billion as
well as an undrawn €3.75 billion revolving credit facility (maturing in 2023, with two one-year extension
options). In March 2021, TRATON also signed a €700 million Schuldscheindarlehen. Together with FFO
estimated at around €2.8 billion over the next twelve months, total cash sources amount to slightly more than
€11 billion.

These sources cover of uses totaling to nearly €11 billion. Large upcoming debt repayments (around €6 billion)
are due to a significant degree from group's financial services segment included in our liquidity analysis.
Moreover, TRATON repaid in March €1 billion of shareholder loans to Volkswagen. Further cash uses relate to
working cash of around €1 billion, capex of around €1.5 billion and potential working capital outflows of around
€1 billion.

For the proposed acquisition of Navistar, TRATON has secured a fully committed financing of about $3.7
billion equivalent, which covers the equity purchase price. As a result, the closing of the transaction should not
negatively impact TRATON's liquidity profile.

FACTORS THAT COULD LEAD TO AN UPGRADE OR DOWNGRADE OF THE RATINGS

TRATON's ratings could be downgraded in case of (1) inability to realize identified synergies within the Group's
truck brands resulting in profitability below expectations, (2) EBITA margin sustainably below 6%, (3) leverage
(Debt/EBITDA) remaining sustainably above 2.0x, (4) a weakening liquidity profile as well as (5) a negative
Free Cash Flow generation.

Although an upgrade within the next 24 months is not likely, Moody's would consider upgrading the rating in
case of (1) improving the longer-term returns for the MAN and VWCO truck brands; (2) EBITA margin of
around 8% through the cycle; (3) positive Free Cash Flow on a sustainable basis; (4) Debt/EBITDA
consistently below 1.5x; as well as (5) evidence of a track record of conservative financial policy and a strong
liquidity profile.

PRINCIPAL METHODOLOGY

The principal methodology used in these ratings was Manufacturing Methodology published in March 2020 and
available at https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1206079 .
Alternatively, please see the Rating Methodologies page on www.moodys.com for a copy of this methodology.

LIST OF AFFECTED RATINGS:

Assignments:

..Issuer: TRATON Finance Luxembourg S.A.

....Backed Senior Unsecured Medium-Term Note Program, Assigned (P)Baa1

https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1206079


..Issuer: TRATON SE

....Senior Unsecured Medium-Term Note Program, Assigned (P)Baa1

Affirmations:

..Issuer: TRATON SE

.... LT Issuer Rating, Affirmed Baa1

Outlook Actions:

..Issuer: TRATON Finance Luxembourg S.A.

....Outlook, Assigned Negative

..Issuer: TRATON SE

....Outlook, Remains Negative

COMPANY PROFILE

Headquartered in Munich, Germany, TRATON SE (TRATON) is one of the world's largest manufacturer of
medium- and heavy-duty trucks and buses sold under its strong brands Scania, MAN and VWCO. Moreover,
TRATON offers customer financing solutions through its Scania financial services business.

During the year 2020, TRATON's Industrial business (excl. financial services) generated revenues of €22.6
billion and a company-adjusted operating profit of €135 million. TRATON is listed on the Frankfurt and
Stockholm stock exchange since its IPO in June 2019, with Volkswagen Aktiengesellschaft remaining its major
shareholder with around 89.7% of TRATON's shares.

REGULATORY DISCLOSURES

For further specification of Moody's key rating assumptions and sensitivity analysis, see the sections
Methodology Assumptions and Sensitivity to Assumptions in the disclosure form. Moody's Rating Symbols and
Definitions can be found at: https://www.moodys.com/researchdocumentcontentpage.aspx?
docid=PBC_79004.

For ratings issued on a program, series, category/class of debt or security this announcement provides certain
regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series,
category/class of debt, security or pursuant to a program for which the ratings are derived exclusively from
existing ratings in accordance with Moody's rating practices. For ratings issued on a support provider, this
announcement provides certain regulatory disclosures in relation to the credit rating action on the support
provider and in relation to each particular credit rating action for securities that derive their credit ratings from
the support provider's credit rating. For provisional ratings, this announcement provides certain regulatory
disclosures in relation to the provisional rating assigned, and in relation to a definitive rating that may be
assigned subsequent to the final issuance of the debt, in each case where the transaction structure and terms
have not changed prior to the assignment of the definitive rating in a manner that would have affected the
rating. For further information please see the ratings tab on the issuer/entity page for the respective issuer on
www.moodys.com.

For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this
credit rating action, and whose ratings may change as a result of this credit rating action, the associated
regulatory disclosures will be those of the guarantor entity. Exceptions to this approach exist for the following
disclosures, if applicable to jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated
entity.

The ratings have been disclosed to the rated entity or its designated agent(s) and issued with no amendment
resulting from that disclosure.

These ratings are solicited. Please refer to Moody's Policy for Designating and Assigning Unsolicited Credit
Ratings available on its website www.moodys.com.

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related

https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_79004


rating outlook or rating review.

Moody's general principles for assessing environmental, social and governance (ESG) risks in our credit
analysis can be found at https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1243406 .

The Global Scale Credit Rating on this Credit Rating Announcement was issued by one of Moody's affiliates
outside the UK and is endorsed by Moody's Investors Service Limited, One Canada Square, Canary Wharf,
London E14 5FA under the law applicable to credit rating agencies in the UK. Further information on the UK
endorsement status and on the Moody's office that issued the credit rating is available on www.moodys.com.

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal
entity that has issued the rating.

Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures
for each credit rating.
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FINANCIAL ADVICE, AND MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND
PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL,
OR HOLD PARTICULAR SECURITIES. MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER
OPINIONS AND PUBLICATIONS DO NOT COMMENT ON THE SUITABILITY OF AN INVESTMENT
FOR ANY PARTICULAR INVESTOR. MOODY’S ISSUES ITS CREDIT RATINGS, ASSESSMENTS
AND OTHER OPINIONS AND PUBLISHES ITS PUBLICATIONS WITH THE EXPECTATION AND
UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS OWN STUDY AND
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MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS, AND PUBLICATIONS ARE NOT
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All information contained herein is obtained by MOODY’S from sources believed by it to be accurate and
reliable. Because of the possibility of human or mechanical error as well as other factors, however, all
information contained herein is provided “AS IS” without warranty of any kind. MOODY'S adopts all necessary
measures so that the information it uses in assigning a credit rating is of sufficient quality and from sources
MOODY'S considers to be reliable including, when appropriate, independent third-party sources. However,
MOODY’S is not an auditor and cannot in every instance independently verify or validate information received
in the rating process or in preparing its Publications. 

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives,
licensors and suppliers disclaim liability to any person or entity for any indirect, special, consequential, or
incidental losses or damages whatsoever arising from or in connection with the information contained herein or
the use of or inability to use any such information, even if MOODY’S or any of its directors, officers, employees,
agents, representatives, licensors or suppliers is advised in advance of the possibility of such losses or
damages, including but not limited to: (a) any loss of present or prospective profits or (b) any loss or damage
arising where the relevant financial instrument is not the subject of a particular credit rating assigned by
MOODY’S. 

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives,
licensors and suppliers disclaim liability for any direct or compensatory losses or damages caused to any
person or entity, including but not limited to by any negligence (but excluding fraud, willful misconduct or any
other type of liability that, for the avoidance of doubt, by law cannot be excluded) on the part of, or any
contingency within or beyond the control of, MOODY’S or any of its directors, officers, employees, agents,
representatives, licensors or suppliers, arising from or in connection with the information contained herein or the
use of or inability to use any such information. 

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS,
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY CREDIT RATING,
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MANNER WHATSOEVER. 



Moody’s Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody’s Corporation
(“MCO”), hereby discloses that most issuers of debt securities (including corporate and municipal bonds,
debentures, notes and commercial paper) and preferred stock rated by Moody’s Investors Service, Inc. have,
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