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Agenda

4 February 2015

• Highlights for Q4 & FY 2014 DW

• Summary of financial results DB

• Acquisition of GKN Pumps1 in Argentina DW

• Q1 2015 Outlook DW

• Q&A DW & DB

1 GKN Sinter Metals de Argentina SA
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Highlights for Q4 & FY 2014 

4 February 2015

• Overall our experience is that the markets in the Americas and

Rest of the World remain stable. However, within specific end

markets there are some differences.

• Whilst European demand remains relatively soft, Concentric has

benefitted from the ongoing ramp up of Euro VI platforms

• US end-markets have faired a bit better than Europe, particularly

for medium/heavy duty trucks, although demand for agricultural

machinery remains weak.

• Overall, the full year for 2014 compares positively to 2013:

 Sales up 3% y-o-y after adjusting for both currency (+7%) and

LICOS (+2%)

 Operating income margin increased to 16.0% (15.0%)
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Highlights for Q4 & FY 2014

(continued) 

4 February 2015

• Q4 2014 v Q4 2013:

 Sales up 3% y-o-y after adjusting for currency (+11%)

 Operating income margin increased to16.1% (15.6%)

• Conversion of income into cash remained strong:

 Cash flow from operating activities for Q4 was MSEK 97 (79)

 Share buy backs in Q4 amounted to MSEK 50, taking the

cumulative buy backs to MSEK 148 for the full year

• Gearing ratio was up to 65% (52) following the buy backs and

revaluation of pension liabilities
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Summary of financial results
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Q4 & FY 2014 Results

4 February 2015

MSEK Oct-Dec Jan-Dec

2014 2013 Change 2014 2013 Change

Net Sales before IFRS 11 575 503 72 2,237 1,980 186

Net Sales (1) 535 468 67 2,078 1,858 153

Δ adjusted for LICOS & FX (1) 3% 2% 3% -8%

Gross income 147 121 26 568 485 57

Operating income (1) 86 73 13 333 279 41

Operating margin (1) 16.1% 15.6% 16.0% 14.8%

Earnings before tax 83 61 316 243

Net income 64 46 241 176

Basic EPS (SEK) 1.49 1.04 5.54 4.00

ROCE  (1) 27.1% 25.0%

ROE 29.6% 27.2%

Net debt 528 409

Gearing (Debt/Equity) 65% 52%

(1) Restated under IFRS 11 amendments to account for Alfdex AB under equity method

EV of      

SEK 4.5bn 

based on 

31-Dec-14 

share price 

SEK 93.00
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• Latest market indices show production rates were flat* y-o-y for

FY 2014 compared with Concentric’s actual sales, which were up

4% y-o-y including Alfdex sales, adjusting for currency and LICOS.

• Published indices were broadly in line with Concentric’s actual

sales order experience across all end-markets and regions with

the exception of hydraulic product sales in North America, which

remained down in Concentric in contrast to the market data.

• North American production of diesel engines for medium/heavy

duty trucks remained positive, but there was some realignment of

off-highway indices in Q4, particularly for agricultural machinery.

• European end-markets remained relatively weak, particularly

diesel engines for medium/heavy trucks and hydraulic products

for the construction equipment market.

• Market forecasts for FY 2015 indicate modest growth in both

regions (up 3%* y-o-y).

Market development
Key messages

* Blended growth rate using Concentric’s sales mix by end-market and customer location



8

Q4 & FY 2014 Results
Americas Region

4 February 2015

Q4 FY

2014 2013 2014 2013

Amounts in MSEK

External net sales 258 231 1,033 974 

Operating income 39 35 157 134

Operating margin % 15.2 15.3 15.2   13.8

Return on capital employed % 49.9   40.9  

Engine product growth offset by weak hydraulic product sales

• Sales in constant currency were down 2% for Q4 and up 1% for FY y-o-y. The improvements

experienced across all end-markets for diesel engine products have been partially eroded by

the fall in demand for hydraulic products.

• Average sales on a working day basis were MSEK 4.6 (3.9) for Q4 and MSEK 4.2 (4.1) FY.

Operating margins continue to improve

• The operating margin was up to 15.2% for FY 2014, reflecting a drop-through rate of c. 39%

on the y-o-y additional sales.
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Q4 & FY 2014 Results
Europe & RoW Region

4 February 2015

Q4 FY

2014 2013 2014 2013

Amounts in MSEK

External net sales (including Alfdex sales) 317 272 1,203  1,006 

Operating income 49 40 182 150

Operating margin % 15.5 14.6 15.1 14.9   

Return on capital employed % 20.0 19.0  

Demand has strengthened in Europe during Q4

• Sales were up 9% in Q4 and up 8% in the FY y-o-y, including our 50% share of Alfdex sales,

after adjusting both for the impact of currency and the acquisition of LICOS.

• Average sales on a working day basis were MSEK 5.4 (4.4) for Q4 and MSEK 4.9 (4.2) FY.

Operating margins continue to improve

• The operating margin increased to 15.5% for Q4, improving the operating margin achieved for

FY 2014 to 15.1%.

• The additional benefits from the consolidation of the European hydraulics business have

continued to be realised in Q4 2014.
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Robust Financial Position

4 February 2015

31 Dec

Amounts in MSEK 2014 2013

Balance Sheet

Working Capital (1) 72 73    
As % of annualised sales 3.5% 3.9%

Capital Employed (1) 1,278 1,194

Net Debt (1) 528 409

Shareholders’ equity 811 783
Gearing ratio 65%      52%

(1) Restated under IFRS 11 amendments 

Cash Flow FY-14 FY-13

EBITDA (including Alfdex) 399 331

Cash inflow from op activities 340 199

Net investments -25 -142

Cash outflow from financing -299 -136

Net cash flow for period 16 -78

Comments

New credit facilities amounting to c. 

MSEK 735 signed in Jan 2015.

2013 includes MSEK -105 re: LICOS.

Includes MSEK 121 (110) dividends paid 

and MSEK 148 (nil) share buy-backs.
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Acquisition of GKN Pumps in Argentina
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Acquisition of GKN Pumps

4 February 2015

• GKN Pumps is a longstanding OEM supplier of engine pumps for both

commercial vehicles and passenger cars

 Sales for FY 2014: approximately MSEK 100

 Employees: 166

 Approved to ISO16949

 Already approved and supplying to a number of our existing global

customers

• Production facility in Chivilcoy, Argentina will provide Concentric with

an important foothold in Mercosur trade union, i.e. this acquisition

supersedes our previous plan to establish a new ‘brownfield’ site in

Brazil.

• Current managing director of GKN Pumps will remain with the

company and help integrate the business into Concentric and lead

business growth over the coming years.
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Acquisition of GKN Pumps

(continued) 

4 February 2015

• We plan to strengthen the local engineering capabilities in line with

the group’s global strategy to source, manufacture and provide

applications support locally to our customers.

• Direct access to the commercial vehicle market in South America will

enable Concentric to build even closer relationships with its existing

global customers.

• There are also operational synergies for Concentric to in-source a

share of its global purchases of sintered components.

• In the long-term, Concentric would also like to introduce the

manufacture of hydraulic products to this facility.

• Through our CBE programme and growth plans in this region, in the

long-term, we expect GKN Pumps to deliver margins in line with the

rest of the group.

• The acquisition of GKN Pumps was completed on 30 January, 2015 and

will be consolidated from1 February, 2015 onwards.
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Q4 2014 Outlook
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Q1 2015 Outlook

4 February 2015

• Orders received during the fourth quarter of 2014 were slightly

ahead of sales, adjusted for the fewer working days in the fourth

quarter, again indicating that end customer demand remains

stable.

• Structural growth from the LICOS acquisition and other Euro 6/ EPA

2013 contracts has continued in the fourth quarter.

• Despite low oil prices, the pressure to reduce fuel consumption in

all forms of machinery and trucks continues to increase through

the planned CO2 legislation. This reinforces the importance of our

ongoing customer development programmes for our variable flow

pump technology, which continue to perform well under engine

test.

• Concentric remains well positioned, both financially and

operationally, to fully leverage our market opportunities.
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Any Questions?
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Appendix – Market Data
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Q4 & FY 2014 Market Data
End-markets & Regions 

4 February 2015

Q4-14  vs.  Q4-13               FY-14  vs.  FY-13

North Europe China/ North Europe China/

America India America India

Agricultural machinery

Diesel engines -16% -8% 28% -13% -3% 0%

Construction equipment

Diesel engines -7% 6% -9% 4% 5% -11%

Hydraulic equipment 8% 5% n/a 30% -17% n/a

Truck

Light vehicles 6% n/a n/a 5% n/a n/a

Medium/Heavy vehicles 15% -8% -7% 15% -12% -3%

Industrial applications

Other Off-highway -3% 9% -20% 2% 7% 6%

Hydraulic lift trucks 11% -2% n/a 13% 4% n/a

Source: Based on Power Systems Research, Off-Highway Research and International Truck Association Q4 2014 update
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Q4 & FY 2014 Market Data
Applied to Concentric

4 February 2015

Q4-14  vs.  Q4-13               FY-14  vs.  FY-13

North Europe Group North Europe Group

America & RoW America & RoW

Blended market rates 4% -2% 1% 3% -3% 0%

Concentric actual rates -2% 9% 4% 1% 8% 4%

Source: Based on Power Systems Research, Off-Highway Research and International Truck Association Q4 2014 update

• Applying our sales mix by end-market and customer location to these

indices, the blended market growth rate for Q4 was up 1% and flat for

FY 2014. In comparison, Concentric’s actual sales were up 4% in both Q4

and FY 2014 y-o-y in constant currency, including the sales from Alfdex

but excluding LICOS.

• The latest market indices indicate modest growth in 2015 (up 3%),

blended across our end-markets.

• As noted in previous quarters, movements in the market indices tend to

lag our order intake experience by 3-6 months.


