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Year in Review

What did we see? How have we positioned?

Source: CreditSights

Supply chain constraints eased

Interest rates remained high 

Inflationary cost pressures eased

Commercial fleets absorbed new vehicle supply

Long

• Strong idiosyncratic stories

Short

• Avoid CCC

• Unsustainable capital structures
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The Year Ahead

Strong overall credit quality/metrics

Lack of cyclicality

Focus on deleveraging

Commercial fleets supporting volumes

China for European suppliers

Tailwinds
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Focus on Deleveraging

Source: CreditSights, company reports

• Paid down £800 mn bond with cash

• Tendered $400 mn of bonds 

• Targeting a net cash position 

• Strong free cash flow generation

• Divestments in 2024

• Explicit IG target

• €1 bn of divestments completed

• Further €1 bn of divestments announced

• Tendered €150 mn of bonds

• Explicit IG target

• €500 mn divestment programme

• Net leverage target of <0.7x by 2025 
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Mix of New Registrations from Commercial Fleets –
Germany

Commercial Fleets Supporting Volumes

New Registrations YoY Change by Month – the UK 

60%

61%

62%

63%

64%

65%

66%

67%

68%

69%

70%

2015 2016 2017 2018 2019 2020 2021 2022 LTM

-60%

-40%

-20%

0%

20%

40%

60%

80%

Jun-21 Dec-21 Jun-22 Dec-22 Jun-23

Private Commercial

Fleet operators continue to step in and absorb new vehicle 
supply…
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The Year Ahead

Waning BEV Demand

Prolonged Economic Weakness

Interest Rates

Luxury OEM Market Weakness

China for European OEMs

Headwinds
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Waning BEV Demand
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Luxury OEM Market Weakness

Source: CreditSights, Bloomberg, Altrata World Wealth Report 2023, Bain

Most major wealth markets experienced falls in UHNW populations in 2022…

-4.3%

-7.1%

13.8%

-10.6%

13.0%

-3.9% -4.2%
-5.4%

-15%

-10%

-5%

0%

5%

10%

15%

20%

North
America

Europe LATAM Asia Middle
East

Africa Pacific Global

353 

566 

191 
96 57 53 39 26 2 

1,383 

 -

 200

 400

 600

 800

 1,000

 1,200

 1,400

 1,600

€ 
bn

Luxury cars was the largest growth segment in 
2022 primarily driven by speculative bubbles

Worldwide Luxury Market 2022 YoY Change in UHNW Wealth in 2022
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HY Automotive Maturity Wall
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Picks & Pans

Source: CreditSights
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Rolls-Royce to IG

Balance Sheet Strength
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Source: CreditSights, company reports
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Power Systems Defence Civil Aerospace

FY22 Rolls-Royce Revenue Mix by Segment 
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Supported by Civil Aero Recovery 

 -

 1,000

 2,000

 3,000

 4,000

 5,000

 6,000

 7,000

 8,000

 9,000

0

2

4

6

8

10

12

14

16

18

FY19 FY20 FY21 FY22

LTSA Flying Hours - mn (LHS) Underlying Revenue - £ mn (RHS)

LTSA Flying Hours and Underlying Revenue

65%

35%

Services OE

FY22 Civil Aero Revenue Mix by Segment 

Source: CreditSights, company reports



HY Transportation
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US Imports vs US PMI Baltic Dirty/Dry Freight Rates 

Decelerating Momentum
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End of Bull Run for Container Shipping
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Hapag-Lloyd Utilization Rates Order Book

Downside Risks for Freight Cycle
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How do we want to Position?

Source: CreditSights

• Operators with terminal assets

• Exposure to less consolidated routes

 

• No Terminal Assets or Logistics 

• High exposure to East to West routes & 

Transpacific 

• High exposure to spot rates

• Liners with high bunker costs

• Unfavourable fleet mix

Avoid 

Long
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Picks & Pans

Source: CreditSights

CDS*



This Report is for informational purposes only. Neither the information contained in this Report, nor any opinion expressed therein is intended as an offer or solicitation with respect 
to the purchase or sale of any security or as personalized investment advice. CreditSights and its affiliates do not recommen d the purchase or sale of financial products or securities, 
and do not give investment advice or provide any legal, auditing, accounting, appraisal, valuation or actuarial services. Nei ther CreditSights nor the persons involved in preparing this 
Report or their respective households has a financial interest in the securities discussed herein. Recommendations made in a report may not be suitable for all investors and do not 
take into account any particular user’s investment risk tolerance, return objectives, asset allocation, investment horizon, o r any other factors or constraints.

Information included in any article that includes analysis of documents, agreements, controversies, or proceedings is for inf ormational purposes only and does not constitute legal 
advice. No attorney client relationship is created between any reader and CreditSights as a result of the publication of any research report, or any response provided by CreditSights 
(including, but not limited to, the ask an analyst feature or any other analyst interaction) or as the result of the payment to CreditSights of subscription fees. The material included in 
an article may not reflect the most current legal developments. We disclaim all liability in respect to actions taken or not taken based on any or all the contents of any research report 
or communication to the fullest extent permitted by law.

Reproduction of this report, even for internal distribution, is strictly prohibited. Receipt and review of this research repo rt constitutes your agreement not to redistribute, retransmit, 
or disclose to others the contents, opinions, conclusion or information contained in this report (including any investment re commendations or estimates) without first obtaining 
express permission from CreditSights. The information in this Report has been obtained from sources believed to be reliable; however, neither its accuracy, nor completeness, nor 
the opinions based thereon are guaranteed. The products are being provided to the user on an “as is” basis, exclusive of any express or implied warranty or representation of any 
kind, including as to the accuracy, timeliness, completeness, or merchantability or fitness for any particular purpose of the report or of any such information or data, or that the 
report will meet any user’s requirements. CreditSights may issue or may have issued other reports that are inconsistent with or may reach different conclusions than those 
represented in this Report, and all opinions are reflective of judgments made on the original date of publication. CreditSigh ts is under no obligation to ensure that other reports are 
brought to the attention of any recipient of the Products.

Certain data appearing herein is owned by, and used under license from, certain third parties. Please see Legal Notices for important information and limitations regarding
such data. For terms of use, see Terms & Conditions.

If you have any questions regarding the contents of this report contact CreditSights at legal@creditsights.com.

© 2023. CreditSights, Inc. All rights reserved.
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