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HR Ratings affirms the rating of HR2 for the P$3.00bn Navistar Short-Term 
Notes (CEBURS) Program 
 

The affirmation of the rating for the Navistar1 Short-Term Notes (CEBURS) Program2 is 
based on the short-term rating for the Issuer, which was affirmed on October 31st, 2019 
at HR2, details of which are available for consult at www.hrratings.com. In turn, the 
affirmation of the Navistar rating is based on the HR B (G) equivalent rating, held by its 
Parent Company, Navistar International Corporation3. This is due to the Company 
operation being aligned with its parent company, therefore a capital injection can be 
requested, although this has historically not been necessary. The rating for the holding 
company considers improvements in their financial performance, increased market share 
and improved generation of UCF, as well as reduced leverage in recent periods. The 
characteristics of the Program are detailed below: 
 
 

 
 
 

Historic Performance  
 

• Improved solvency with an adjusted capitalization rate of 26.5% and an adjusted 
leverage ratio of 3.3x at 2Q19 (vs. 26.1% and 3.5x at 2Q18). This comes as a result 
of the strengthened equity through an adequate generation of earnings, as well as low 
growth in the total portfolio, translating in an adequate payment capacity. 
 
 
 
 
 
 

                                                           
1 Navistar Financial, S.A. de C.V., SOFOM, E.R. (Navistar and/or the Company). 
2 Short-Term Trust Certificates Program (the ST CEBURS Program and/or the Program). 
3 Navistar International Corporation (NIC and/or the Parent Company). 

http://www.hrratings.com/
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• Adequate profitability with ROAA of 3.6% and ROAA of 15.8% at 2Q19 (vs. 3.4% 
and 16.0% at 2Q18). The lower margin is offset by improved operating cost control 
and lower loan loss provisions, resulting in a growth in the 12m net earnings. 

• Increased delinquency rates at 2Q19, at 3.1% and the adjusted at 3.8% (vs. 2.4% 
and 3.1% at 2Q18) Due to default by small transport companies because of lower 
dynamism in the transportation sector, coupled with the default by a corporate client.  

 

Future Outlook  
 

• Lower annual growth of the portfolio, compared with previous years, with an 
annual growth rate of 8.5% for the next three years. There has been a decrease in 
demand for loans among small transport companies, which are being covered by 
fleets, therefore the growth would be expected to come from corporate or business 
loans and operating leasing. 

• Increased delinquency on par with the performance of the portfolio, reaching a 
default rate of 3.4% and an adjusted default rate of 4.0% at 2019 close. The 
recovery and collection processes would be expected to mitigate the impairment in 
the asset quality. 

 

Additional Factors Considered 
 

• Close financial link to the Parent Company, which maintains an average global 
rating of HR B (G) equivalent, given by other rating agencies. 

• Improved liquidity profile with a Asset-Weighted Liquidity Gap of 62.5% and a 
Equity-Weighted Liquidity Gap of 31.9% at 2Q19 (vs. 37.0% and 26.9% at 2Q18). 
This is the result of refinancing short-term liabilities with new longer-term liabilities, 
eliminating the mismatches previously observed in terms under one year. 

• Diversified funding tools, to close 2Q19 with P$15.071bn authorized and an 
availability of 39.3% (vs. P$13.077bn and 26.2% at 2Q18). Coming from the 
development banks, commercial banks, commercial paper and securitizations. This 
gives greater flexibility to control funding costs and the availability is considered 
adequate to carry out the business plans. 

 

Factors that could raise the rating 
 

• Upgraded rating for Navistar International Corporation given by at least two 
rating agencies.  

 

Factors that could lower the rating 
 

• Downgraded rating for the Parent Company given by at least two rating 
agencies. 

• Continued pressure on the asset quality. The rating could be impacted if the 
default rate were to exceed the levels projected under a base scenario, which would 
request larger loss provisions. 

• Reduced profitability. The rating may be downgraded if profitability is reduced, due 
to increased loss provisions, decreased collection of commissions and fees, loss in 
the brokerage income, among others, which would affect the net earnings and, by 
extension, the profitability. 
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 Rating and Issuer Profile 
 
This rating action report offers an analysis and assessment of the relevant events 
occurring in recent months that could influence the credit quality of the Short-Term Notes 
Program for Navistar. For more information on the ratings HR Ratings has assigned to 
Navistar Financial, consult the initial rating report published December 15th, 2017 and the 
annual review published October 30th, 2018. These reports are available at: 
http://www.hrratings.com. 
 
Navistar Financial is the financial arm in Mexico for the truck brand International, and its 
provider network, promoting sales of tractor-trailers, passenger buses, and light and 
heavy trucks. Navistar offers simple loans, financial leasing and pure leasing for trucks, 
serving both small and medium companies as well as individual transporters. The 
Company also offers a floor plan product for brand dealers. 
 
 

Observed vs. Projected  
 
The historic analysis of the financial situation of Navistar Financial over the last 12 
months is detailed following, accompanied by a comparative against the financial 
situation projected by HR Ratings under both a base scenario and a stressed scenario as 
outlined in the October 30th, 2018 rating report. 
 
 

 
 
 

http://www.hrratings.com/
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 Evolution of the Loan Portfolio 
Navistar Financial’s reported a total portfolio balance of P$15.265bn at 2Q19 with a 
current portfolio of P$14.856bn, comprised of P$13.177bn loan portfolio and the 
remainder is pure leasing (vs. P$14.544bn, P$14.247bn and P$12.376bn at 2Q18). This 
represents a 4.6% increase year-over-year, which is below expectations under a base 
scenario (vs. 21.4% in the base scenario). The performance observed is explained by a 
lower demand for financing, primarily among small transport companies, as well as 
reporting a reduced portfolio of loans for the manufacturing and export of trucks to the 
United States. 
 
In terms of the asset quality, the non-performing portfolio was P$409m with a 
delinquency rate of 3.1% (vs. P$298m and 2.4% at 2Q18). Meanwhile, the adjusted 
delinquency rate closed at 3.8%, at levels with greater pressure than those expected 
under a base scenario, where the projection would be 3.4%. This is because the default 
by a particular client was expected to be resolved, which was not the case. Additionally, 
the delinquent portfolio has increased due to slow economic activities. Despite the 
increased default rates, the quality of the portfolio remains at adequate levels, also noting 
that the portfolio is guaranteed by the financed assets.  
 
Navistar Financial uses the expected loss methodology to calculate its loan loss 
provisions, generating total 12m provisions at P$164m, representing a continued 
adequate coverage ratio of 1.1x (vs. 1.4x at 2Q18). The decrease from the previous year 
was due to changes in the proportions between corporate or business loans and retail 
loans, as the former tend to have a better risk rating, and on increasing this proportion, 
greater loss provisions are needed. 
 
 

Income and Expenses 
The Company’s 12m financial margin was P$871m, which is lower than that expected 
due to a lower rate spread than the 5.5% projected by HR Ratings, because of a lower 
lending rate, while the spread observed was 4.6%. This is the result of a decreased 
lending rate in the portfolio by concentrating on corporate or business loans to offset the 
reduced portfolio of small transport companies and, with this, the rates were lower. 
Meanwhile, the 12m cumulative depreciation was P$434m representing a year-over-year 
increase of 16.6%, in keeping with the increased operating leasing. 
 
The 12m loan loss provisions for credit risks reported significant growth from P$92m to 
P$164m from 2Q18 to 2Q19, although this figure remains below that projected under a 
base scenario (vs. P$282m base scenario). This was due to the pressure on the 
Company’s asset quality, noting that one client began a bankruptcy process in 2018. As 
a result, with the lower rate spread, greater depreciation and higher provisions, the 12m 
adjusted financial margin experienced a decrease compared to the previous year, 
reporting P$707m (vs. P$743m at 2Q18 and P$637m base scenario). This led to a lower 
Adjusted NIM compared to 2Q18 at 4.5% (vs. 5.2% in 2Q18).  
 
The total operating income was P$927m, representing a year-over-year decrease, and 
also against projections (vs. P$960m at 2Q18 and P$1.014bn base scenario). The total 
operating income includes net commissions and fees, brokerage income and other 
operating income and expenses. The net commissions and fees were raised to offset the 
lower lending rate, closing at P$241.9m (vs. P$198.5m at 2Q18). The total operating 
income levels were primarily due to the 12m brokerage income, which accumulated a 
loss of -P$104.6m because of fluctuations in the exchange rate and derivatives, as well 
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 as variances from interest rate operations carrying negative effects. Additionally, there 
were effects from the unrecoverable allowance and loss from asset impairment. 
 
Meanwhile, administrative expenses experienced a decrease of 4.2% year-over-year, 
reporting levels below those expected under a base scenario, which projected growth in 
keeping with the growth in operations. With this, the 12-month cumulative was P$283m 
(vs. P$316m base scenario). The decrease was due to lower promotional expenses for 
the geolocation and telemetry product. As a result, the efficiency and the operating 
efficiency rates improved year-over-year to 26.0% and 1.8% (vs. 28.1% and 2.1% at 
2Q18).  
 
The payment of taxes accrued and deferred reported lower amounts than previous years 
and projections, due to increased exempt tax deductions, from accounts such as write-
offs, unrecoverable accounts and other deferred credits. As a result, despite the lower 
financial margin, with the decreased loss provisions, administrative expenses and taxes, 
the Company’s net earnings were above that projected under the base scenario 
prepared by HR Ratings. 
 
 

Profitability and Solvency 
The 12m net earnings were P$590m, representing an annual growth of 15.9% (vs. 
P$510m at 2Q18). As a result, the profitability reported improvement both year-over-year 
and against the base scenario with ROAA of 3.6% and ROAE of 15.8% (vs. 3.4% and 
16.0% at 2Q18; 3.0% and 14.3% base scenario).  
 
The Company’s solvency also improved, with an adjusted capitalization rate of 26.5% 
due to strengthened equity from continued positive net earnings (vs. 23.8% at 2Q18). 
The adjusted leverage ratio improved to 3.3x, reflecting a reduced need for funding due 
to a more solid equity compared against the base scenario and, lastly, the current 
portfolio to net debt ratio was 2.0x, considered strong (vs. 3.5x and 1.4x at 2Q18). 
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 Exhibit – Base Scenario 
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 Exhibit – Stress Scenario 
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 Non-Bank Financials Glossary 
 
Active Interest Rate. Interest Income 12m / Average Productive Assets 12m. 
   
Adjusted Capitalization Ratio. Stockholder’s Equity / (Risk-Weighted Assets – Portfolio in Trusts). 
 
Adjusted Delinquency Ratio. (Non-Performing Ratio + Write-Offs 12m) / (Total Loan Portfolio + 
Write-Offs 12m).   
  
Adjusted Leverage Ratio. (Average Liabilities 12m – Average Structured Debt 12m) / Average 
Stockholder’s Equity 12m. 
    
Adjusted NIM. Adjusted Financial Margin 12m / Average Productive Assets 12m.    
    
Asset-Weighted Liquidity Gap. Weighted Sum of Liquidity Gaps / Weighted Sum of Liabilities.  
   
Capitalization Ratio. Stockholder’s Equity / Risk-Weighted Assets. 
 
Coverage Ratio. Allowance for Loan Losses / Non-Performing Portfolio. 
 
Current Portfolio to Net Debt Ratio. (Current Loan Portfolio + Current Leasing Portfolio) / (Debt 
with Cost - Financial Investment – Cash and Equivalents).    
 
Debt with Cost. Bank Loans + Short-Term Notes + Structured Debt. 
    
Delinquency Ratio. Non-Performing Loans / Total Portfolio. 
    
Efficiency Ratio. Operating Expenses 12m / Total Operating Income 12m.  
   
Equity-Weighted Liquidity Gap. Weighted Sum of Liquidity Gaps / Weighted Sum of 
Stockholder’s Equity. 
   
Interest Rate Spread. Active Interest Rate – Passive Interest Rate.   
 
Leverage Ratio. Average Liabilities 12m / Average Stockholder’s Equity 12m. 
 
Operating Efficiency Ratio. Operating Expenses 12m / Average Assets 12m.    
 
Passive Interest Rate. Financial Expenses 12m / Average Debt with Cost 12m. 
 
Productive Assets / Risk-Weighted Assets. Financial Investments + Total Loan Portfolio + Pure 
Leasing Portfolio. 
 
ROAA. Net Income 12m / Average Assets 12m.    
 
ROAE. Net Income 12m / Average Stockholder’s Equity 12m. 
    
Total Portfolio. Current Loan Portfolio + Non-Performing Loans + Pure Leasing Portfolio. 
 
Unrestricted Cash Flow. Net Income (Loss) + Provision for Loan Losses + Depreciation and 
Amortization – Write-Offs + Changes in Working Capital.   

 
 
 
  

 
 
 



  
 
A NRSRO Rating* 

 

 

     Page 13 of 15 
 

 

*HR Ratings de México, S.A. de C.V. (HR Ratings) es una institución calificadora de valores registrada ante la Securities and Exchange Commission (SEC) de los 
Estados Unidos de Norteamérica como una NRSRO para este tipo de calificación. El reconocimiento de HR Ratings como una NRSRO está limitado a activos 
gubernamentales, corporativos e instituciones financieras, descritos en la cláusula (v) de la sección 3(a)(62)(A) de la U.S. Securities Exchange Act of 1934. 

 
 

NAVISTS   
Short-Term Notes (CEBURS) 

Navistar Financial, S.A. de C.V., SOFOM, E.R. 

 

 

 

HR2 
 

Financial Institutions 

October 31st, 2019 
 

 

 

HR Ratings Senior Management 
Management 
          

Chairman of the Board   Vice-President 

          

Alberto I. Ramos +52 55 1500 3130   Aníbal Habeica +52 55 1500 3130 

  alberto.ramos@hrratings.com     anibal.habeica@hrratings.com 

          

Chief Executive Officer        

         

Fernando Montes de Oca +52 55 1500 3130       

  fernando.montesdeoca@hrratings.com       

          

Analysis 
          

Chief Credit Officer   Deputy Chief Credit Office 

          

Felix Boni +52 55 1500 3133   Pedro Latapí +52 55 8647 3845 

  felix.boni@hrratings.com     alvaro.rangel@hrratings.com 

          

Public Finance / Infrastructure   Financial Institutions / ABS 

         

Ricardo Gallegos +52 55 1500 3139   Fernando Sandoval +52 55 1253 6546 

  ricardo.gallegos@hrratings.com     fernando.sandoval@hrratings.com 
         

Roberto Ballinez +52 55 1500 3143     

  roberto.ballinez@hrratings.com     
        
Corporates / ABS    Methodologies   

        

Hatsutaro Takahashi +52 55 1500 3146   Alfonso Sales +52 55 1500 3140 

  
Hatsutaro.takahashi@hrratings.com 

 
    

alfonso.sales@hrratings.com 
José Luis Cano +52 55 1500 0763       

  joseluis.cano@hrratings.com      

     

Regulation 
          

Chief Risk Officer   Head Compliance Officer 

         
Rogelio Argüelles +52 181 8187 9309   Rafael Colado  +52 55 1500 3817 

  rogelio.arguelles@hrratings.com     
rafael.colado@hrratings.com 

 

Business Development 
Business Development       

 

          
Francisco Valle +52 55 1500 3134       

  francisco.valle@hrratings.com       
 
 
 
 
 
 
 
 



  
 
A NRSRO Rating* 

 

 

     Page 14 of 15 
 

 

*HR Ratings de México, S.A. de C.V. (HR Ratings) es una institución calificadora de valores registrada ante la Securities and Exchange Commission (SEC) de los 
Estados Unidos de Norteamérica como una NRSRO para este tipo de calificación. El reconocimiento de HR Ratings como una NRSRO está limitado a activos 
gubernamentales, corporativos e instituciones financieras, descritos en la cláusula (v) de la sección 3(a)(62)(A) de la U.S. Securities Exchange Act of 1934. 

 
 

NAVISTS   
Short-Term Notes (CEBURS) 

Navistar Financial, S.A. de C.V., SOFOM, E.R. 

 

 

 

HR2 
 

Financial Institutions 

October 31st, 2019 
 

 

 México: Avenida Prolongación Paseo de la Reforma #1015 torre A, piso 3, Col. Santa Fe, México, D.F., CP 01210, Tel 52 (55) 1500 3130. 
Estados Unidos: One World Trade Center, Suite 8500, New York, New York, ZIP Code 10007, Tel +1 (212) 220 5735. 
 
 

 
 

 
 
 
 
 
 
 
 

Complementary information in compliance with section V, subsection (A), of Appendix 1 to the General provisions applicable to securities 
rating agencies. 

Previous rating HR2 

Date of last rating action April 10th, 2019 

Period for the financial information HR Ratings used to assign this rating 1T12 – 2T19 

Information sources used, including those provided by third parties 
Quarterly and audited financial statements by KPMG Cárdenas Dosal, S.C., 
provided by the Company 

Ratings given by other rating agencies that were used by HR Ratings (where 
applicable) 

Credit rating to Navistar International Corporation of B(G) with Stable Outlook by 
Fitch Ratings on March 2019 
Credit rating to Navistar International Corporation en B(G) with Stable Outlook by 
S&P on January 2019. 
Credit rating to Navistar International Corporation en B(G) with Stable Outlook by 
Moody’s on April 2019. 

On assigning or monitoring the rating, HR Ratings considered the existence of 
mechanisms to align the incentives between the originator, servicer, and guarantor, 
and potential buyers of the Securities (where it applies) 

N/A 

 

HR Ratings de México, S.A. de C.V. (HR Ratings), is a securities rating agency authorized by the Mexican Banking and Securities Commission (Comisión Nacional 
Bancaria y de Valores (CNBV)), registered with the U.S. Securities and Exchange Commission (SEC) as a Nationally Recognized Statistical Rating Organization 
(NRSRO) for public finance assets, corporates and financial institutions, as described in Section 3(a)(62)(A) article (v) of the U.S. Securities Exchange Act of 1934, and 
certified as a Credit Rating Agency (CRA) by the European Securities and Markets Authority (ESMA). 

 
The above rating was requested by the entity or issuer, or on their behalf, and therefore HR Ratings has received the fees corresponding for the 
rating services provided. The following information is available on our website www.hrratings.com: (i) HR Ratings’ procedure for monitoring our 
ratings and the frequency of reviews; (ii) the criteria applied by this rating agency to withdraw or suspend a rating, and (iii) the structure and 
voting process of our Credit Analysis Committee and (iv) the rating scales and definitions. 
 
The ratings and/or opinions of HR Ratings de México S.A. de C.V. (HR Ratings) are opinions on credit quality and/or asset management, or refer to 
performance in terms of the corporate purpose for issuer companies and other entities or sectors, and are based solely on the characteristics of the entity, 
offering, and/or transaction, independent of any business activity between HR Ratings and the entity or issuer. The ratings and/or opinions given or issued 
are not recommendations to buy, sell, or hold any instrument or to conduct any type of business, investment, or operation, and may be subject to adjustment 
at any time, according to the rating methodologies of HR Ratings and the terms of article 7, section II and/or III, accordingly, of the “General provisions 
applicable to securities issuers and other participants in the securities market”. 
 
HR Ratings bases its ratings and/or opinions on information gathered from sources it considers accurate and reliable. HR Ratings, however, does not 
guarantee or vouch for the accuracy, precision, or completeness of any information and is not responsible for any error or omissions or for results obtained 
from the use of this information. Most issuers of debt instruments rated by HR Ratings have paid a credit rating fee based on the quantity and type of 
offering. The goodwill of the security or the solvency of the issuer, and, accordingly, the opinion given on the capacity of an entity in terms of asset 
management and performance on its corporate purpose may change, which may improve or lower the rating, without this implying any liability for HR 
Ratings. HR Ratings gives its ratings and/or opinions ethically and in adherence of healthy market practices and in compliance with applicable regulations, 
which can be found on the company website at www.hrratings.com, where documents such as the Code of Conduct, methodologies or criteria for rating, and 
current ratings are available. 
 
The ratings and/or opinions given by HR Ratings include a credit quality analysis for an entity, issuer, and/or offering, therefore they do not necessarily reflect 
a statistical probability of default on payment, this being understood as the impossibility or lack of willingness of an entity or issuer to settle its contractual 
obligations of payment, in which case creditors and/or holders are forced to take measures to recover their investment, including restructuring the debt due 
to the debtor facing a situation of stress. However, to give our opinions on credit quality greater validity, our methodology considers stressed scenarios as a 
complement to the analysis prepared on a base scenario. The fees HR Ratings receives from issuers generally range from US$1,000 to US$1,000,000 (or 

The rating given by HR Ratings de México, S.A. de C.V. to this entity, issuer and/or offering is supported by the analysis 
conducted using base and stressed scenarios in accordance with the following methodology/methodologies developed by 
the rating agency: 
 
General Methodological Criteria (Mexico), March 2019 
Rating Methodology for Non-Bank Financial Institutions (Mexico), Mayo 2009 
ADDENDUM – Rating Methodology for Financial Leasing Agents and Pure Leasing Agents (Mexico), January 2010 
 
For more information on this methodology, visit  https://www.hrratings.com/methodology/  

 

 
 
Para mayor información con respecto a esta(s) metodología(s), favor de consultar www.hrratings.com/methodology/ 

 

 

http://www.hrratings.com/
https://www.hrratings.com/methodology/
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*HR Ratings de México, S.A. de C.V. (HR Ratings) es una institución calificadora de valores registrada ante la Securities and Exchange Commission (SEC) de los 
Estados Unidos de Norteamérica como una NRSRO para este tipo de calificación. El reconocimiento de HR Ratings como una NRSRO está limitado a activos 
gubernamentales, corporativos e instituciones financieras, descritos en la cláusula (v) de la sección 3(a)(62)(A) de la U.S. Securities Exchange Act of 1934. 
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 the equivalent in another currency) per rating. In some cases, HR Ratings will rate some or all the offerings of a particular issuer for an annual fee. Annual 
fees vary between US$5,000 and US$2,000,000 (or the equivalent in another currency). 
 


