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Rating Action and Rationale

EthiFinance Ratings reaffirms Bekaert’s "BBB" rating, maintaining its Stable
outlook.
This rating is mainly supported by several qualitative and financial aspects that
strengthen the group's credit profile. We highlight the following: i) Bekaert focuses
its activity on a sector with strong barriers to entry (such as the high level of assets
and investment necessary to carry out its activity) as well as positive levels of
profitability (EBIT margin around 8%/10%), ii) solid and robust competitive
positioning in the global market (with facilities in Europe, America and Asia mainly)
that allow them to have greater proximity to the client, strengthening its competitive
advantages and market share (reference player with 30% share of the global tire
cord market), iii) favorable operational and geographic diversification at the end of
2022, with 37% of sales in EMEA, 26% in APAC, 19% in NAM and 18% in LATAM.
In addition, wide variety for end-markets, with mobility reaching 42% of the
business, construction & infrastructure with 21% and the rest being distributed in
other markets such as energy & utilities, equipment, consumer goods and basic
materials among others, and iv) listed company with adequate management that
has been implementing a prudent financial policy in recent years, with low levels of
debt in relation to the operating performance generated (NFD/EBITDA <1.5x). 
Additionally, from the economic-financial side, the group has a balanced situation,
showing for 2022 and 1H2023, stable and adequate ratios such as NFD/EBITDA
below 1.5x, FFO/NFD > 50%, interest coverage > 12x and high levels of solvency
(Equity/TFD greater than 120%).
However, the rating is constrained by: i) decreasing trend in activity and results,
with revenue and EBIT declining by 8.2% and 10.2%, respectively in H1 2023
compared to H1 2022, ii) the two main end markets are cyclical industries which
may affect the volatility and profitability of the company. Furthermore, uncertainty in
the automotive sector (where it is estimated that global auto sales will need
between 1 and 3 more years to recover from the pandemic), economic challenges
and the fuel crisis, are aspects that makes us cautious about the company's growth
outlook due to a potential (albeit slight) impact on the economic-financial ratios in
the short-medium term.
The company shows a favourable ESG assessment (85/100), which has a positive
impact on the rating. The governance score stands out with 4 independent board
members, prioritizing ESG issues of the group. We also highlight Bekaert has
stepped up its ambitions in terms of ESG. They aim to reduce scope 1 and 2 CO2
emissions by 46% by 2030 and become net zero by 2050. In 2022, the group
sourced 40% of its electricity consumption from renewable energy and, in addition,
of its total volume of wire rod directly purchased and processed, 34% was from
recycled material. In addition, Scope 1 and 2 GHG emissions were also reduced by
8.3% compared to 2021. We can also highlight the responsible purchasing policy
including social criteria and the low turnover of employees.
In line with our methodology, the capital goods sector has a medium to high ESG
risk (sector heatmap between 3.5 and 3.9) given its impact on the environment.
This results in a sector rating being downgraded one notch by industry-related ESG
considerations. Heavy industries are by nature using a significant amount of raw
materials, generating impact from extraction, transportation, etc. On top of GHG
emissions, the production process tends to generate a high level of waste and
recycling is still pending further advancement and development.
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Issuer Description

Bekaert was founded in 1880. The main shareholder is the legal vehicle of Bekaert’s
founding family with a 37% stake. Bekaert has been listed on the Belgian stock exchange
since 1972. The company has 26,980 employees and is mainly active in the global steel
wire processing and coating market. Bekaert focuses on two main activities: i) Rubber
Reinforcement (42% sales in 2022) which develops, manufactures and supplies products
as well as solutions for the tire sector, and ii) Steel Wire Solutions (38% sales in 2022)
which develops, manufactures and supplies a very wide range of steel wire products and
solutions for customers in sectors such as energy, utilities, mining or construction among
others. 

In 2022, Bekaert had revenues of €5,652m and EBITDA of €653m (margin of 11.6%),
with a NFD/EBITDA ratio of 1.2x and a coverage ratio of 15x.

Main Financial Figures 

Credit Rating
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Rating Sensitivity

Long-term rating positive factors (↑)

Continuation of the positive revenue trend, with better operating and final results,
improving operating margins (EBIT margin above 11%). Moreover, ratios such as
NFD/EBITDA <1x, FFO/NFD >70%, interest coverage >20x and equity/TFD above
150%.

Long-term rating negative factors (↓)

Significant decrease in the group's turnover and profits, worsening EBITDA margins
below 8%. In addition, ratios such as NFD/EBITDA above 2x, FFO/NFD <40%, interest
coverage <12x and equity/TFD below 120%.
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REGULATORY DISCLOSURES

LEI: 5493008SR6XZECH6BN71.

Follow-up report of the long-term corporate rating.

Last rating action:  “BBB” rating with a Stable outlook to Bekaert (November 29, 2022).

Rating nature: Unsolicited long-term rating (this report is paid by investors, not the
issuer).

With rated entity or related third party participation: No - The report was published
without having been reviewed by the issuer.

With access to internal documents: No.

With access to management: No.

Ancillary services provided to the entity: In accordance with Article 6 (2), in
conjunction with Annex I, section B (4) of the Regulation (EC) No 1060/2009 of the
European Parliament and of the Council of 16 September 2009, it is reported that during
the last 12 months Ethifinance Ratings has not provided ancillary services to the rated
entity or its related third parties.

Name of the rating committee chair: Antonio Madera, Senior Director.

Material sources used to support the rating decision:

* 1Q23 trading update, 2Q23 Results.

* 2022, 2021, 2020 annual reports.

* Company presentation.

* Bloomberg.

Limitation of the Rating action:

EthiFinance Ratings believes that the quality and quantity of information available
on the rated entity is sufficient to provide a rating.
EthiFinance Ratings has no obligation to audit the data provided.

The rating was carried out in accordance with Regulation (EC) N°1060/2009 of the
European Parliament and the Council of 16 S eptember 2009, on credit rating agencies,
and in accordance with the Corporate Rating Methodology and Outlook Methodology that
can be consulted on https://www.ethifinance.com/en/ratings/methodologies and
according to the Long-term Corporate Rating scale available
at https://www.ethifinance.com/en/ratings/ratingScale.
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Conditions of Use for this document and its content:

For all types of Ratings that ETHIFINANCE RATINGS, S.L. (the “AGENCY”) issues, the User may not, either by themselves or
via third parties, transfer, sublease, sublicense, sell, extract, reuse, or dispose of in any other way the content of this Document to
a third party, either for free or for consideration.

For the purpose of these Conditions of Use, any client who might have subscribed for a product and/or a service that allows him
to be provided with the content of this Document as well as any privileged person who might access the content of this Document
via www.ethifinance.com shall be considered as a User.

Nor may they alter, transform or distort the information provided in any way. In addition, the User will also not be permitted to
copy and/or duplicate the information, nor create files which contain the information of the Document, either in its entirety or
partially. The Document and its source code, regardless of the type, will be considered as the elaboration, creation, or work of the
AGENCY and subject to the protection of intellectual property right regulation. For those uses of this Document which are
permitted, the User is obliged to not allow the removal of the copyright of the AGENCY, the date of the Document's issuance, the
business name as established by the AGENCY, as well as the logo, brands and any other distinctive symbol which is
representative of the AGENCY and its rights over the Document. The User agrees to the conditions of Use of this Document and
is subject to these provisions since the first time they are provided with this Document no matter how they are provided with the
document. The Document and its content may not be used for any illicit purpose or any purpose other than those authorised by
the AGENCY. The User will inform the AGENCY about any unauthorised use of the Document and/or its content that may
become apparent. The User will be answerable to the AGENCY for itself and its employees and/or any other third party which has
been given or has had access to the Document and/or its content in the case of damages which arise from the breach of
obligations which the User declared to have read, accepted and understood upon receiving the Document, without prejudice to
any other legal actions that the AGENCY may exercise in defence of its lawful rights and interests. The Document is provided on
the acceptance that the AGENCY is not responsible for the interpretation that the User may make of the information contained.
Credit analyses included in the Document, as well as the ratings and statements, are to be deemed as opinions valid on the date
of issuance of the reports and not as statements of fact or recommendations to purchase, hold or sell any securities or to make
any investment decision. The credit ratings and credit rating prospects issued by the AGENCY are consider to be its own opinion,
so it is recommended that the User take it as a limited basis for any purpose that it intends to use the information for. The
analyses do not address the suitability of any value. The AGENCY does not act as a fiduciary or an investment advisor, so the
content of the Document should not be used as a substitute for knowledge, criteria, judgement or experience of the User, its
Management, employees, advisors and/or clients in order to make investment decisions. The AGENCY will devote every effort to
ensure that the information delivered is both accurate and reliable. Nonetheless, as the information is elaborated based on data
supplied by sources which may be beyond the control of the AGENCY, and whose verification and comparison is not always
possible, the AGENCY, its subsidiaries, and its directors, shareholders, employees, analysts and agents will not bare any
responsibility whatsoever (including, without any limitations, loss of revenue or income and opportunity costs, loss of business or
reputational damage or any other costs) for any inaccuracies, mistakes, noncorresponding information, incompleteness or
omission of data and information used in the elaboration of the Document or in relation to any use of its content even should it
have been warned of potential damages. The AGENCY does not make audits nor assume the obligation of verifying independent
sources of information upon which the ratings are elaborated. Information on natural persons that may appear in this document is
solely and exclusively relevant to their business or business activities without reference to the sphere of their private life and
should thus be considered. We would like to inform that the personal data that may appear in this document is treated in
accordance with Regulation (EU) 679/2016, on the protection of natural persons with regard to the processing of personal data
and the free movement of such data and other applicable legislation. Those interested parties who wish to exercise the rights that
assist them can find more information in the link: www.ethifinance.com in the Privacy Policy page or contact our Data Protection
Officer in the mail dpo@ethifinance.com. Therefore the User agrees that information provided by the AGENCY may be another
element to consider when making business decisions, but decisions will not be made based solely on it; that being the case the
AGENCY will not be held responsible for the lack of suitability. In addition, the use of the information before courts and/or
tribunals, public administrations, or any other public body or private third party for any reason shall be solely the User's
responsibility and the AGENCY shall not be held responsible for any liabilities on the grounds of inappropriateness of the
information's contents. Copyright © 2022 ETHIFINANCE RATINGS, S.L. All Rights Reserved. C/ Benjamín Franklin S/N, Edificio
Camt, 1º Izquierda, 18100, Granada, España C/ Velázquez nº18, 3º derecha, 28001 - Madrid
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