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OPERATOR: Good afternoon.  This is the Chorus Call conference operator.  Welcome, 

and thank you for joining the Interpump First Half 2022 Results Conference 

Call.  As a reminder, all participants are in listen-only mode.  After the 

presentation, there will be an opportunity to ask questions.  Should 

anyone need assistance during the conference call, they may signal an 

operator by pressing "*" and "0" on their telephone. 

 

 At this time, I would like to turn the conference over to Ms.  Elisabetta 

Cugnasca, Head of Investor Relations of Interpump.  Please go ahead, 

madam. 

 

ELISABETTA CUGNASCA: Thank you very much.  Good afternoon or good morning according to your 

time zone, and welcome to Interpump's first half 2022 financial results 

conference call.  Before leaving the stage to Mr. Marasi, Board Member 

and Executive Director of the Group, I'm obliged to draw your attention to 

the disclaimer slide inserted in the annex part of the presentation.  I hope 

you were able to download from our website.  Mr. Marasi, please. 

 

FABIO MARASI: Thanks Ms.  Cugnasca, and thanks to all of you for the attendance.  I believe 

that many of you in the past [indiscernible] me proud and satisfied to share 

and explain our quarterly financial results.  This is because quarter-after-

quarter we reached results with a consistent main theme, the delivery of 

a consistent growth combined with profitability excellence. 

 

 In the most recent past with COVID outbreak and all the related 

consequences, the proudness increased.  Our main theme, consistent 

growth, combined with profitability excellence did not change and went 

further even more.  As a matter of fact, on the 5th of August 2021, I 
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presented you the best quarter of our history, 25.1% EBITDA margin on the 

second quarter 2021, and it's a way we reached Mount Everest. 

 

 We were proud, but at the same time, we felt the responsibility to repeat 

this achievement the following year.  2 strong elements gave us 

confidence, I have never seen before customer demand and the group 

capability to face external shocks.  Capability clearly proved by our results 

in 2020 and in 2021.  Today, I'm once again proud to comment Interpump 

Group's quarterly results. 

 

 In a totally different and tougher macroeconomic scenario, the group is on 

the verge of Mount Everest, with a like-for-like EBITDA margin for the 

second quarter 2022 of 24.7% on net sales, only 40 bps lower organically 

than the record high number of the second quarter 2021.  A totally 

different and tougher scenario not only due to the…to raw material 

scarcity and price increases, logistic difficulties, COVID resurge, all 

elements we could expect for the first part of 2022.  But new to something 

close to the unbelievable the Russia-Ukraine war. 

 

 Definitely all of us agree on the worsening of the macro economic situation 

during the semester compared to the initial expectations.  At the same 

time, definitely all of us agree on a group delivery that is much better than 

the expectations, even ours.  I quoted first that the second quarter 2022 

EBITDA margin but from a broader perspective, I would like to point out 

other important achievements. 

 

 A backlog that at June end is almost 25% higher compared to December, 

and they covers close to 80% of last year turnover.  A group double-digit 

organic growth largely above 12% in both quarters.  As already mentioned 
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last May, organic growth is a result from one side of the backlog, and from 

the other side of the capability of operation to transform orders invoices.  

If the capability to keep together all companies working and producing 

under never seen severe circumstances, to prompt an increased prices 

without hampering relations with customers, to manage the supply chain 

and the [indiscernible]to deliver to the customers. 

 

 Another important achievement has been to follow our growth mission 

without any distraction even in this difficult environment.  With a 

continuation of the announced production capability program launched 

last year with around €50 million in CAPEX.  Stronger and stronger support 

to White Drive integration which is performing above expectation and with 

operation in Poland that are already above group average in terms of 

profitability.  The consistent execution of group acquisition strategy and 

softening [ph] integration approach with more than €30 million invested 

between Draintech and Add-on acquisition in the power transmission that 

we have already commented in May, and the exercise of put and call 

options related to Transtecno and Mega Pacific. 

 

 Last but not least, the remuneration to our shareholders, with almost €120 

million dedicated to them between buybacks and dividend in the first half 

2022. 

 

 Before going deeper into financial details, please allow me to update you 

with our expectation for the remaining part of 2022.  You probably recall 

that on the days of the result of the first quarter that were better than our 

expectation and the increased visibility driven by the backlog and once 

again proved capability to increase prices.  Last May, we upgraded our 
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organic guidance for…from high single-digit to double-digit and we share 

with you our higher confidence to protect and consolidate profitability. 

 

 Today, after the results of the second quarter…second quarter that is not 

only better, but much better than our expectation, we believe that we 

could exceed the €2 billion sales threshold, and that's for another year 

Interpump Group will execute and the success…with success it's historical 

main theme, the delivery of a constant growth combined with profitability 

excellence.\ 

 

 We are, of course, fully aware of the uncertainties that are still present at 

macroeconomic level, but our assumptions are based on different, solid 

elements.  The ongoing strength of our backlog up almost 25% June year-

to-date as already mentioned, the capability of group operation to execute 

this backlog, including the capability of our commercial teams to increase 

prices fast and in the same way without damaging relationship with 

customers.  An easier comparison based ongoing especially for the fourth 

quarter, which was already impacted in 2021 by raw material tensions, and 

the positive contribution both on margins and more important on absolute 

terms provided by a weak euro, in particular, against the US dollar. 

 

 Going back to the result of the second quarter 2022, and starting with 

sales, sales are up by more than 30% on total basis and by more than 17% 

excluding White Driver.  To mention the help given by the FOREX, please 

always keep in mind that for us is mostly a translation effect, because we 

mostly produce and sell in the same currencies. 

 

 Closing the loop on sales, they usually remind on differences between the 

2 divisions.  The 2 divisions have a different correlation to the cycle, have 
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a different time horizon, execution of the orders, have different evolution, 

especially on a quarterly basis.  These differences are [indiscernible] in the 

related business.  Please look at numbers always with an industrial 

midterm approach, and do not let you misjudge from COVID impact on the 

natural trend. 

 

 To be totally transparent with you, it's important to underline that in the 

second quarter for the Water-Jetting division was a bit more difficult to 

find some component, and therefore some almost finished products could 

not be sent and invoiced to the customers.  This delay is expected to be 

recovered in the coming months. 

 

 Some details on the performance of the most important sectors by 

application.  In the second quarter industrial vehicles were up by close to 

20%, agriculture and forestry were up by almost 43%, listing up by 26%, 

earth moving machines up 22%, cleaning up by 17% and so on. 

 

 In terms of geographies, we are very satisfied by all the relevant countries.  

For example, Italy was up by more than 18% in the quarter, and US up by 

almost 29% in the quarter.  In terms of smaller ones, obviously Ukraine and 

Russia that in total represent less than 2% of 2021 turnover were highly 

impacted by the war and to keep you posted with China, less than 5% of 

sales in 2021, like, many other groups operating there, we suffer of COVID 

resurgence related lockdown.  Sales are down around 8% in second 

quarter. 

 

 Moving to EBITDA, I underlined once again the 24.7% EBITDA margin, 

excluding White Drive and one-offs incurred in the quarter, 23.7%, 

including everything.  Who knows our group, knows that for us EBITDA is 
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the only…is only the reported EBITDA, not adjusted EBITDA, that's it simply 

and straightforward.  Therefore, we are not presenting today a new 

EBITDA KPI.  We simply highlight you 2phenomena and you will have the 

details on Slide 13 and 14 of the presentation. 

 

 The first point is the dilution effect of White Drive that accounted for 

approximately 70 bps in the quarter.  And please do not be misled and do 

not compare the 70 basis points with the 50basis point of the first quarter, 

is clear that in a better quarter the dilution is higher.  Second point, the 

one-off cost of approximately €1.6 million related to the fire that last may 

seriously damaged one of our factories of IMM Group in the Hydraulics 

division in Romania.  And on top of this, this generated inventory write-off 

for the above mentioned fact, that in the second quarter…in the single 

quarter are pretty significant.  The write-off of the tangible assets on top 

of this were approximately €4.7 million that were booked below EBITDA. 

 

 To complete the picture, I want to inform you that this subsidiary 

generated approximately €15 million in 2021 and we already backed up 

production gap using other factories in Italy in particular.  And we have 

insurance contracts that are protecting us for direct and indirect damages, 

and the group therefore, expect to define everything before year end and 

to have a coverage that will be approximately €6.3 million.  That is the 

amount that we have booked in the first half. 

 

 Going back to the main point 24.7% compared to 25.1% of the second 

quarter 2021.This is the results of the deployment of the countermeasures 

adopted and subsequently reinforced from the selective pricing policy to 

the inventory.  In the past, the word inventory was something with the 

negative connotation absorption of resources.  I hope that quarter-after-
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quarter inventory became synonymous of organic growth execution 

through production continuity and smoothing inflationary trends.  We do 

not, of course, foresee the need for increasing the level of our inventories 

in the second half of the year in line with the growth that we have decided 

and managed for the first half of 2022.And therefore, we are expecting a 

much stronger free cash flow generation going forward. 

 

 The consistency of the industrial approach not only on inventories, but on 

CAPEX too.  As you are already aware of, we launched projects to expand 

our production capacity not only in terms of production lines and 

machineries, but also in terms of land and buildings.  The first part of 2022 

has shown a material increase, but this is only for the comparison effect.  

And as a matter of fact, we are speaking of an incidents of approximately 

4.7% on sales, something that is in our usual 3%to 5% medium to long-

term range.  We are building group future and we share with you some 

example of what we are doing. 

 

 The same future that is built through acquisitions, I've already anticipated 

and commenting you the Add-on.  And let's move now on the most 

important acquisition ever made by the Interpump Group, White Drive.  As 

you are aware of, the integration plan has 3 pillars for 2022.The first one 

is the transfer of 4 production lines of Eaton and the increased production 

capacity development.  The second point is to share Interpump Group best 

practices in terms of production planning and customer service.  The third 

point is exploiting the cross selling opportunities between White Drive and 

the rest of the group. 

 

 We can say today that everything is going accordingly with our plans.  And 

Poland activity is the biggest part of the acquired group are even delivering 



9 

 

better results compared to expectations.  We are satisfied, both by the 

operational improvement EBITDA margin is above group average in Poland 

and by the managerial approach.  The team was enhanced with few but 

important figures and moreover was helped to switch from a 

conglomerate approach to the one that of the Interpump Group that is 

more entrepreneurial one. 

 

 To be fully transparent with you, U.S.  business is lagging a little bit behind 

in comparison with Poland, but this is also due to the important and in 

some way disruptive changes that the transfer for production lines mean.  

The first phase of the relocation was done in the first quarter 2022, while 

the second one is expected to be completed before the third quarter.  

Please do not underestimate what is going on in the U.S.  factory, new 

production lines mean reallocation of space in the factory, updating 

working shifts, additional training for workers and so on.  We were well 

aware of all of this and step-by-step, we are working on it. 

 

 Last comment before your question, even if I'm absolutely convinced that 

the point that has already caught your attention is our commitment to our 

shareholders.  Even in this demanding period, we kept well in mind our 

shareholders and through buyback and dividend we dedicated to them 

resources for a total consideration of approximately €120 million. 

 

 Summarizing, for the second quarter in a row this year, we delivered an 

absolute strong set of results much better than our expectation, 

considering the storm through which we are climbing.  Many elements will 

support our vision on the second part of 2022.  I mean for our Group first, 

the €2 billion sales threshold for the full year as a target.  And second, 

another year of consistent growth combined with profitability excellence. 
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 We are now at your disposal for any questions you may have. 

 

Q&A 

 

OPERATOR: Thank you.  This is the Chorus Call conference operator.  We will now begin 

the question and answer session.  Anyone who wishes to ask a question 

may press "*" and "1" on their touchtone telephone.  To remove yourself 

from the question queue, please press "*" and "2."  Please pick up the 

receiver, when asking questions.  Anyone who has a question may press 

"*" and "1" at this time. 

 

 The first question is from Matteo Bonizzoni with Kepler.  Please go ahead. 

 

MATTEO BONIZZONI: Thank you.  I have 3 questions.  The first one is regards this free cash flow 

and also your commentary during this call, so the free cash flow in the first 

half were €12 million, last year in the same period it was €97 million.  You 

explained very well the rationale for having a higher net working capital in 

this moment to fulfill the backlog.  And so, to transfer the backlog into 

revenues.  You have said that in the second half this erosion from working 

capital should stop or should decrease.  Maybe you can provide the sort of 

range for the free cash flow for the full year, I tried to ask this question. 

 

 The second question is; I was trying to calculate the margin of your Delta 

perimeter, so mostly White Drive and to what extent Berna and Draintech 

in the second quarter, if I have done a proper calculation, out of slightly 

more than €60 million of revenues, the margin was still 18%, 19%.  You 

have said that Poland operations are going okay, in U.S., you should 

improve starting from the second half.  My question is should we imagine 
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the Delta perimeter, so mostly White Drive to converge to the margin of 

these Hydraulic division may be next year? 

 

 And the last question is as regards 2023 organic growth, so it's clear that 

in this very moment we have, the market is very, very satisfied with your 

backlog performance, which is up 25% year-to-date.  So it's quite clear that 

2022 is fine or very fine from an organic growth perspective.  On 2023, it's 

sorry to say clearly not, nobody knows what kind of slowdown we're going 

to experience.  But the question is do you expect to keep a sort of flat to 

positive organic growth?  Or do you see this maybe to have a negative 

organic growth.  Thanks. 

 

FABIO MARASI: Thank you, Matteo.  Regarding free cash flow generation, I have made the 

comments because it's clear that in the first half of the year, we absorbed 

a huge amount of money because of the networking capital.  We absorbed, 

more than €120 million in the networking capital in the first half.  And of 

course, we are very happy about this, because this was something that we 

decided and managed because today inventory is a fundamental pillar for 

supporting the growth, the execution and for controlling the cost.  Then 

we decided to make an important investment in this and we executed it 

very well.  And the performances that we have commented today are also 

explained by these investments. 

 

 Of course, we do not foresee another such a large investment for the 

second part of the year because we believe that today we are well staffed 

also in order to support the execution of the backlog that we have today 

in the end…for the second part of the year.  It is difficult for me to give you 

some guidance regarding net working capital for the second part of the 

year, but I feel very confident that will be significantly higher, of course, in 
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comparison with the first half of the year.  And far less impacted by the 

networking capital absorption. 

 

 Regarding the Delta perimeter margins, you calculated very well the effect 

and White Drive is performing slightly below than 20% with Poland that is 

performing very, very well.  We are very satisfied.  And in U.S.  as per our 

comment, we are facing inefficiencies and transformation or restructuring 

costs that are impacting these quarters.  We believe you asked then for 

2023 expectation, we believe that ones we will have terminated this 

reorganization of the U.S.  activities, White Drive will perform at least, we 

have an EBITDA margin that will be aligned with the one of the hydraulics 

division of the Group. 

 

 The third question is the most important one, of course.  What about 

2023?  It is of course too early to comment on 2023 and in particular on 

top line expectation, but we are comforted by what we have on our books 

in terms of order backlog because we have many companies that have 

ordered that are covering a significant part of 2023 already, first.  And 

second, we are very comforted by the meetings, by the discussions, by the 

point or the comments that we are hearing from our customers. 

 

 We are of course having daily discussion with them, and everybody, in 

particular, in our main application fields, you are still very focused in 

getting more material, in securing more products also well beyond end of 

this year.  And then it is too early to comment, but we do not foresee any 

other risk or possibility to have a negative organic growth for next year. 

 

OPERATOR: Thank you.  The next question is from Domenico Ghilotti with Equita.  

Please go ahead. 
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DOMENICO GHILOTTI: Hi, few questions.  The first just a clarification on the comment that you 

gave.  So before you said why drive in Poland is already above the 

profitability…group profitability, I presume at divisional level, just a check. 

 

 And in particular, the second question is still a clarification on how did you 

book the issue in Romania.  So I am not clear, the EBITDA margin that you 

are showing have already taken out the cost? 

 

 And then more relevant…so you are commenting that the level of visibility 

is quite different from group…from division-to-division, from company-to-

company.  So trying to understand where do you have the highest visibility, 

and where do you have maybe signs of lower visibility or lower backlog? 

 

 And last but not least, you sounded very, very committed to M&A, and are 

let's say, entering the break season for the holidays.  We haven't seen 

any…so can you give us an update on that? 

 

FABIO MARASI: Thank you Domenico.  Regarding White Drive Poland, I confirm my 

comment that the EBITDA margin is above group EBITDA margin and not 

the Hydraulics division only, and we expected that Poland would have 

performed very, very well.  But we are very comforted by what we are 

achieving and what we have achieved in the first half.  Of course, now the 

focus is on the US part of the operations. 

 

 Regarding Romania, regarding how we booked this fire, you can have all 

the details on Page 13 of the presentation, but just for your…14…and just 

for your notes, we booked €1.6 million above EBITDA, because of the 

inventory write off and €4.7 million below EBITDA as fixed asset write off. 
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 Regarding the visibility by division, of course, we have different trends and 

different way of ordering also by customer in the 2 divisions.  Then we have 

longer visibility that is covered by program orders in Hydraulics in 

comparison with Water-Jetting, but we are also seeing very strong orders 

in Water-Jetting and in particular for amendment that are very profitable 

ones of course.  And then we are very satisfied by the balance that we have 

seen in this first part of the year between the 2 divisions. 

 

 Regarding M&A, M&A is always…or it is as always one of our top priority 

and we are working actively as always on this field as well, and we will see 

what will happen…what we will be able to deliver in the second part of the 

year. 

 

DOMENICO GHILOTTI: May I just…on this follow up, do you see any difference in the negotiation 

compared to last year in terms of attitude of the seller, more favorable, 

less favorable due to this, maybe different macro situation or different 

valuation metrics? 

 

FABIO MARASI: What is important to comment and to underline is our industrial approach 

to M&A, and it's important to also underline that the most frequent targets 

for us are mid-size entrepreneurial companies, and for this kind of target, 

what is happening on the financial markets are the availability of leverage 

finance and so on is less relevant.  Also, because we have always 

maintained an industrial approach even in…even one year ago when the 

macroeconomic situation was totally different. 

 

 What is important to command is that we see a lot of opportunities, and 

then we still see a very positive deal flow, and that make me and 
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Interpump Group very optimistic about our future possibility in further 

consolidating several of the businesses in which we are already present. 

 

DOMENICO GHILOTTI: Sorry, I forgot probably another very crucial question that is related to a 

scenario of rationing of gas supply.  How would this affect your industrial 

operations, both in Germany and in Italy? 

 

FABIO MARASI: Yes.  This is something that is scaring, of course, on an external situation 

point of view.  The beauty of Interpump is that…is a group that is very well 

balanced also in terms of manufacturing oils…important manufacturing 

plants in both divisions all around the world from emerging market to US.  

It is clear that if a significant rationing of gas supply will happen, we may 

have impact on our German and Italian plants.  But it is too early to 

comment and I don't want to speculate on this. 

 

DOMENICO GHILOTTI: Okay.  Thank you. 

 

OPERATOR: The next question is from Alessandro Tortora with Mediobanca.  Please go 

ahead. 

 

ALESSANDRO TORTORA: Yes, good afternoon to everybody.  I have, let's say, 4 questions…okay brief 

questions I may.  So the first question is on the CAPEX side.  Considering 

the almost €50 million or more than €50 million is spent in the first half.  If 

you can give us an idea clearly is a percentage of sales, but let's say 

considering around€2 billion sales target we have.  So just to have an idea 

for this year if we can simply expect around €1 million CAPEX, and then for 

next year, consider this step up in CAPEX you may this year…if you can let's 

say give us reasonable idea of let's say next year level.  This is the first 

question. 
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 The second question is on China.  You mentioned before, China clearly 

sales coming down in Q2.  Can you give us an idea of let's say, what is 

happening today, okay, in China, maybe having July data if the reason you 

rebound in the Chinese, let's say, subsidiary activity? 

 

 The third question is on, you mentioned before, let's say order backlog 

situation, you mentioned Hammelmann.  Can you give us an idea of 

considering the strategic relevance of Hammelmann.  Can you give us an 

update on Hammelmann?  I remember Hammelmann in the past let's say 

experienced a very good sales mix from…for instance from China, you 

mentioned that the company is collecting, let's say good orders.  So just 

have any idea how its let's say, performing, Hammelmann in this context, 

if also this company raised the prices.  So this is the third question.   

 

 And the last one is on the inventory level.  You mentioned in your 

presentation that clearly, first half is a sort of peak in terms of networking 

capital, do you have any idea of the inventory level on your client side?  So 

probably you mentioned before that inventories should be, let's say pretty 

tight or still tight also for the…for your clients?  Thanks. 

 

FABIO MARASI: Okay, regarding CAPEX, I confirm that for the full year, we will be around 

€100 million or slightly below this number, €100 million that will represent 

around 5% of our sales.  It is important to note that in this number, we 

include machines mainly for supporting the development of our 

manufacturing capability, but also the completion of some very important 

real estate project and in particular, the completion of the new 

Headquarter of the American company Muncie Power Product.  Then 



17 

 

there is also in some way, an extraordinary CAPEX related to this 

investment. 

 

 Regarding China, that has been suffering in the first half of 2022.  I would 

say that we have seen an important improvement in the second quarter 

because the first quarter was down double-digit, and then second quarter 

is already improving, and discussing with our people over there, we are 

expecting or they're expecting an improvement in the fourth quarter of 

this year and in 2023, because the Chinese government seems to 

understand that the economic consequences of the COVID and the freeze 

of the real estate bubble that was carried on from last year impacted too 

much on the GDP growth.  And then people are trying…or starting to 

expect some stimulus package from the Chinese government that should 

positively support and impact the second part of the year and 2023. 

 

 Regarding Hammelmann, what can I say.  Hammelmann is probably the 

best and the most profitable company and…for sure is the most profitable 

company in our Group with 30% plus EBITDA margin that has been stable 

and consistent year-over-year and we are absolutely satisfied about the 

performance of this company.  And we are particularly satisfied about the 

order intake that Hammelmann had in the first part of the year that is 

making us confident regarding the results of the second part and also the 

first part of 2023.  Considering that Hammelmann has a longer than normal 

delivery time because Hammelmann is also realizing projects that are 

characterized by a lead time that is between 6 and 12 months in some 

cases. 

 

 Regarding the level of inventory on our customer, I will say that generally 

speaking, the…their inventories are still well below the level that is 
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considered normal and that will be considered normal in particular after 

this supply chain crisis.  We are speaking daily with customers and 

everybody is looking for 20 pieces there, 50 pieces here and so on.  This 

kind of situation can only be explained by a very thin working capital and 

in particular by a very thin inventory on that side.  And then we are 

confident that if at some point some slowdown will appear in their market, 

we will have some time or some further business and growth that will be 

insured by the normalization of the working capital and the inventor in 

particular by our customer. 

 

ALESSANDRO TORTORA: So just if I may, let's say you spoke a little bit about let's say some 

qualitative comments on next year also considering everything we 

discussed in this call, sorry, I didn't catch let's say your final comment 

considering the good order backlog you today in some areas in the 

hydraulics but also the good order backlog on let's say some business in 

the water jetting.  I didn't get your final comment on the organic growth.  

Do you believe that it's still I don't know it's too early or let's say you rule 

out the possibility to let's say to have a negative organic growth next year.  

Sorry I didn't get your last word. 

 

FABIO MARASI: It is too early but based on the comments on the order backlog and the 

discussion with customers, we do not see an organic growth that will be 

negative next year. 

 

ALESSANDRO TORTORA: Okay.  Okay.  Thanks, a lot. 

 

OPERATOR: As reminder, if you wish to register for a question, please press "*" and "1" 

on your telephone.  The next question is from Bruno Permutti of Intesa 

Sanpaolo.  Please go ahead. 
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BRUNO PERMUTTI: Hi, good afternoon, everyone.  I have 2 questions.  The first one concern 

pricing, so, I was wondering if you can give us an indication of what is the 

impact on pricing in the growth you had in the first half, if it is possible, and 

there are differences between the 2 business segments?  And what do you 

expect…if you continue to expect a gradual increase of prices spread over 

the years.  So if we can imagine another positive impact in the second half?  

And the second question is on networking capital.  I would like to 

understand what are the drivers for net working capital's reduction in the 

second half…. 

 

 And the second question is on net working capital.  I would like to 

understand what are the drivers for networking capital production in the 

second half.  So, if it is more inventory, if you expect to have cash in of 

receivables.  What could be the drivers and what could be the rationale if 

we…if the driver is inventory, what would be the rationale of reducing 

inventory in the second half?  So, if you see, if you see…if you adopt a wait 

and see attitude looking beyond the first part of 2023.  So, what are your 

strategic rationale behind an inventory…reduction of the inventory if you 

plan to do it? 

 

FABIO MARASI: Okay.  Regarding pricing and price effect, I would say that over the 12.6% 

organic growth like-for-like for the first half of the year, approximately 40% 

is explained by prices, then 5% on total sales, and 60% growth in volumes, 

that's 7.5%.  What we can expect for the second part of the year, it will 

depend, I believe, mainly on the evolution of the energy costs.  We have 

seen a very, very high cost of energy in the month of July and if this will 

continue, we will have to apply price or charges or other price increases in 

order to cover this extraordinary cost of energy.  But we are also seeing on 
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the contrary some very small reduction on the raw material price for some 

of the raw materials that we are using.  But, energy costs are impacting a 

lot and they are impacting in particular the transformation cost in many of 

the products that we are using. 

 

 Regarding the networking capital and the expectations for the second half, 

I have not said that we are expecting a reduction of the net working capital.  

I will say that we may expect a stabilization and maybe a reduction in the 

incidence of the networking capital on sales and this will be explained by 

some little seasonality effect on sales that is characterizing the first half of 

the year that will be normal in the second part regarding the receivables.  

And by the approach that we will have to the inventory level for the second 

part because I have already commented that we do not see the need to 

increase the level of inventory significantly in the second half of the year. 

 

BRUNO PERMUTTI: Okay.  Thank you. 

 

OPERATOR: The next question is from Fraser Donlon with Berenberg.  Please go ahead. 

 

FRASER DONLON: Hi there, Fabio, Elisabetta.  Thanks for the presentation.  Just 1 question 

from my side.  I saw on Slide 16, you have this quite nice presentation of 

the investments you are making especially in Walvoil.  I wondered if you 

can maybe just give a bit of color on what's structural trends you are 

seeing, it's bit of kind of inspired the capacity expansion there and whether 

you would expect to see those investments come in with like higher 

margins and so on, relative to the broader hydraulics segment?  Thank you 

very much. 
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FABIO MARASI: Thank you, Donlon.  Yes, we are very proud of what we are doing in the 

Group in general, but in Walvoil in particular and on Page 16, we presented 

a couple of orders regarding a building expansion and in particular 

regarding the Innovation Center in which we will concentrate all the R&D 

activities for Walvoil.  And this will be of course a very important location 

also for the relationship with our customers that are visiting us frequently 

and for all the R&D activities in the future. 

 

 Walvoil, as you know, is the largest company in the hydraulics division and 

the largest company in the Group, its performing very well and is the one 

that is characterized by the larger order backlog and then…in this case, in 

this situation, it's quite easy to decide about long-term investment aimed 

at supporting this kind of growth, and these kind of performances. 

 

FRASER DONLON: Okay.  Thank you. 

 

OPERATOR: The next question is from Domenico Ghilotti with Equita.  Please go ahead. 

 

DOMENICO GHILOTTI: My very last question is on still on the M&A.  I saw from the picture in the 

same page as INOXPA expanding production capacity and I wonder if you 

see M&A in the pipeline for the flow handling business that you had as a 

target of, say, expanding the perimeter and building a larger presence? 

 

FABIO MARASI: Thank you, Domenico, for the question.  That gives me the opportunity to 

be very honest and transparent.  I have already commented several times 

that we have been in some way a little bit disappointed by what we did in 

M&A in this particular sub segment of the water jetting activities and water 

jetting business.  We see that the market is big and we see that there are 

a lot of opportunities also in the flow handling business and we are fully 
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focused and fully convinced that we will show you something interesting 

in the future, regarding the consolidation of the sector as well.  It's a very 

interesting one.  We are very, very happy of the acquisition of INOXPA and 

the other small companies that we are integrated and we are absolutely 

committed to deliver a better performance also on the consolidation of 

these segments. 

 

DOMENICO GHILOTTI: Okay.  Still trying, okay.  Thank you. 

 

FABIO MARASI: Thank you. 

 

OPERATOR: Ms.  Cugnasca, there are no more questions registered at this time.  I turn 

the conference back to you for the closing remarks. 

 

ELISABETTA CUGNASCA: Okay.  Thank you very much for everybody who have joined our 

conference call.  We hope that you appreciate the results as we did, 

because as Mr. Marasi underlining, we are very, very proud of his 

achievement and we will soon speak with you in the next few months.  Bye, 

and have a good vacation. 


