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Research Update:

Swedish Truck And Bus Maker Scania Outlook
Revised To Pos On Similar Action On Parent
Volkswagen; Affirmed At 'A-/A-2'

Overview

e On Aug. 27, 2012, we revised our outlook on Gernan auto manufacturer
Vol kswagen AG (VW to positive fromstable.

e In our view, VWs Swedi sh subsidiary, Scania (publ.) AB has a
sati sfactory business risk profile and nodest financial risk profile.

e W are revising our outl ook on Scania to positive fromstable and
affirmng the 'A-/A-2' and 'zaAA+/ zaA-1' ratings.

» The positive outlook on Scania reflects that on VW in line with our
parent-subsidiary criteria.

Rating Action

On Sept. 10, 2012, Standard & Poor's Ratings Services revised its outlook on
Sweden- based truck and bus manufacturer Scania (publ.) AB to positive from
stable. At the sane tine, the "A-' long-termand 'A-2' short-term corporate
credit ratings, and the 'zaAA+ long-termand 'zaA-1'" short-term South Africa
nati onal scale ratings were affirnmed

Rationale

The ratings on Scania reflect the group's "satisfactory" business profile and
"modest" financial risk profile, according to our criteria.

The ratings are supported by Scania's very strong profitability in the gl obal
truck industry. However, they also reflect the strong cyclicality of the
group's operating earnings. The group's truck and bus busi nesses benefit from
| eadi ng market positions, up-to-date product |ines, and the hi ghest degree of
conponent commonal ity in the global truck industry.

Vol kswagen AG (VW A-/Positive/A-2) owns a controlling stake in Scania. W
therefore apply a top-down approach to rating Scania, in line with our
parent-subsidiary criteria. W assess Scania's stand-al one credit profile at
'a- The corporate credit ratings and outl ook are capped by those on the
parent, VW

Under our base case, we expect Scania to record declining sales in 2012, ow ng
to a shrinking European heavy truck nmarket that has been hanpered by sl ow ng
economnmies. In addition, we anticipate a weaker nmarket in Brazil this year
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because of a slow ng macro environnent and introduction of new em ssions

| egi sl ation. We al so expect Scania's very strong operating profit margin (14%
reported in 2011) to cone under sone pressure because of weaker demand and

| ower production.

However, Scania has denponstrated strong production flexibility and solid
after-market and service revenues. W therefore expect the EBIT margin to
remain in the range of 10% 12% which still exceeds the industry average.
According to our base-case scenario, Scania should be able to produce funds
from operations (FFO of Swedish krona (SEK) 10 billion-SEK12 billion in 2012
(€1.2 billion-€1.4 billion), sonewhat |ower than the SEK13 billion reported
for 2011. We expect the conmpany to remain in a net cash position

Liquidity

The short-termratings are 'A-2' and 'zaA-1'. W consider Scania's liquidity

and financial flexibility to be "strong" as defined in our criteria. As of

June 30, 2012, the conpany's industrial unit reported liquidity sources

consi sting of:

e Cash and liquid assets of SEK7.6 billion (about €860 million), of which
we consider SEK6.8 billion to be excess cash

« Two comritted revolving credit facilities of €1 billion each, one due
2016, the other extended to 2017 as of April 2012. To our know edge, the
bank Iines are not subject to financial covenants or rating triggers;

e Two additional conmitted Iines totaling SEK10.0 billion, both due in
2017; and

* Qur expectation of FFO of nmore than SEK10 billion annually from 2012.

These sources conpare with expected near-termliquidity uses totaling SEK16.5
billion, conprising debt maturing in the com ng 12 nonths.

For its financial services unit, Scania pursues a policy of having dedicated
financing that covers estimated fundi ng needs during the subsequent year

Outlook

The positive outlook on Scania reflects that on VWin line with our
parent-subsidiary criteria. Accordingly, we could revise the outl ook on Scania
if we were to revise that on VW

A negative rating action on VWcould trigger a simlar action on Scani a.
Furthernore, VWs strategi c business decisions, such as those leading to
potentially closer cooperation anong German subsidiary MAN SE
(A-/Positivel A-2), Scania, and VWs own truck division could affect Scania's
stand-al one credit profile.
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Related Criteria And Research

Al articles listed below are available on RatingsDirect on the G obal Credit

Portal, unless otherw se stated.

* Key Credit Factors: Criteria For Rating The d obal Autonaker |ndustry,
Cct. 1, 2010

* Criteria Methodol ogy: Business Risk/Financial R sk Mtrix Expanded, My
27, 2009

2008 Corporate Criteria: Analytical Methodology, April 15, 2008

 Captive Finance Operations, April 17, 2007

e Corporate Criteria--Parent/Subsidiary Links; General Principles;
Subsi di ari es/ Joi nt Ventures/ Nonrecourse Projects; Finance Subsidiaries;
Rating Link To Parent, Cct. 28, 2004

Ratings List

Ratings Affirned; CreditWtch/Qutlook Action

To From

Scania (publ.) AB

Corporate Credit Rating A-/ Positivel A-2 A-/ Stabl el A-2
Ratings Affirmed
Scani a (publ.) AB

Sout h Africa National Scale ZaAA+H - -/ zaA- 1
Scania CV AB

Seni or Unsecur ed* A-

Conmer ci al Paper* K-1

* guaranteed by Scania (publ.) AB

Additional Contact:
Industrial Ratings Europe; CorporateFinanceEurope@standardandpoors.com

Conpl ete ratings information is available to subscribers of RatingsDirect on
the @ obal Credit Portal at www gl obal creditportal.com Al ratings affected
by this rating action can be found on Standard & Poor's public Wb site at
www. st andar dandpoors. com Use the Ratings search box located in the |eft
colum. Alternatively, call one of the follow ng Standard & Poor's nunbers:
Client Support Europe (44) 20-7176-7176; London Press Ofice (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Mscow 7 (495) 783-4009.
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