Mooby’s

INVESTORS SERVICE
Rating Action: Moody's changes Weir's outlook to stable; affirms Baa3

30 Apr 2021

London, 30 April 2021 -- Moody's Investors Service (‘Moody's') has today changed the outlook for Weir Group
Plc (The), or Weir (company), to stable from negative. Concurrently, Moody's has also affirmed the existing
ratings of Weir.

A list of affected ratings can be found at the end of this press release.
RATINGS RATIONALE

The stabilization of the outlook and rating affirmations reflect Moody's expectation that the company's metrics
will improve in 2021 to levels that are commensurate with the Baa3 rating. Weir has taken several positive
actions in recent months including the application of proceeds from the Oil & Gas division disposal to debt
reduction and tightening of its net leverage and dividend policies. In addition, most key end markets benefit
from a good market outlook which supports revenue growth and there is some potential for margin
improvement in 2021 and thereafter. The outlook stabilization also incorporates Moody's expectation that the
company will address its 2022 debt maturities in a timely manner.

Weir's Moody's-adjusted debt/EBITDA remained elevated in 2020 at 4.5x despite a relatively stable
performance, but Moody's expects the metric to reduce below 3.5x and to remain within Moody's expectations
for the rating going forward. The improvement in leverage is in the first instance driven by debt reduction as a
result from the Oil & Gas division disposal, which has already taken place, but Moody's also expects further
debt reduction going forward. In addition, there is some margin growth potential in 2021 given the now
simplified business, some investments into shared services centres and consolidation around overhead costs.
The company also aims for mid-to-high single digit revenue growth going forward, underpinned by good end
market conditions, which would also support margin and profit growth. However, year-on-year revenue growth
will likely be lower in 2021 due to a large one-off order received last year while raw material cost inflation also
presents a risk to margin growth.

The company's retained cash flow to net debt metric also improved significantly in 2020 to 24% from 10% in
2019 due to the suspension of dividends. Moody's expects RCF/net debt to remain above 20% given the
company's updated dividend policy of 33% of earnings per share instead of a progressive dividend policy. The
reduction of the net leverage target, as defined by Weir, to a normal range of 0.5-1.5x from below 2.0x
previously also indicates the company's intention to improve its credit metrics further in the coming years as the
company's December 2020 net leverage was 1.7x pro-forma for the disposal-related debt reduction.

While further disposals appear less likely in the future because the company has essentially achieved its
desired focus as a pure-play mining and minerals business, debt-funded acquisitions could temporarily
increase leverage. However, Moody's would expect the company to remain disciplined and adhere to its
financial policy.

Weir's rating also remains supported by its (1) strong market leadership in product niches, which are key to the
mining industry, with the group being typically the leader or among the global leaders in respective
addressable markets and with good market share for core products; (2) good geographical diversification at
the group level and wide manufacturing and services footprint with focus on diverse minerals, which enables
proximity to its also diverse customer base; (3) business model that is focused on fairly inexpensive but
operation-critical products, with very high aftermarket potential, which provides more stability and typically
higher margins; and (4) high profitability in its core mining operations and solid free cash flow generation,
particularly during downturns. These supporting factors are balanced by (1) Weir's modest scale in terms of
revenue and somewhat narrower product portfolio than that of similarly rated peers; (2) short lead time of its
businesses with limited backlog, which constrains revenue visibility into new equipment sales; (3) its exposure
to mainly one end market, mining and minerals, which experiences some cyclical pressures at times although
profit volatility is now lower after the Oil & Gas division disposal.

Weir's liquidity profile is good. As of December 2020, the company had GBP575 million of available liquidity
including GBP374 million of cash. The $950 million committed revolving credit facility (RCF) is due in June



2023 with the option to extend for a further two years. The company has several debt maturities in the next two
years including the March 2022 GBP200 million term loan, the February 2022 $590 million private placement
notes and February 2023 $200 million private placement notes. Moody's would expect the company to address
these maturities in a timely manner. The company has no other material debt maturities but has a $1 billion
commercial paper programme, which was unused as of December 2020. The company has a net debt/EBITDA
financial maintenance covenant tested semiannually at 3.5x, with a current company-defined leverage of 1.7x
as of December 2020 pro-forma for the Oil & Gas division disposal. The first half of the year is typically
seasonally weaker in terms of cash flow generation (dividends, working capital).

ESG CONSIDERATIONS

The company's tightened financial policy was an important consideration for this rating action. The tightened
dividend and net leverage targets support Moody's metrics more commensurate with a Baa3.

FACTORS THAT COULD LEAD TO AN UPGRADE OR DOWNGRADE OF THE RATINGS

Moody's would consider upgrading the ratings if the company improves its scale while Moody's-adjusted
debt/EBITDA falls sustainably below 2.5x and Moody's-adjusted retained cash flow/net debt rises sustainably
above 30%. Concurrently, Moody's could downgrade the ratings if Moody's-adjusted debt/ EBITDA exceeds
3.5x for a prolonged period, if Moody's-adjusted retained cash flow/net debt falls below 20% for a prolonged
period, or if Weir's liquidity position weakens, for example, because of looming maturities, shrinking flexibility
under its net leverage covenant ratio (test level of 3.5x) or if free cash flow after capex, interest and dividends
turns negative.

LIST OF AFFECTED RATINGS

Affirmations:

..Issuer: Weir Group Plc (The)

....LT Issuer Rating, Affirmed Baa3

....Senior Unsecured Bank Credit Facility, Affirmed Baa3
....Senior Unsecured Commercial Paper, Affirmed P-3
Outlook Actions:

..Issuer: Weir Group Plc (The)

....0utlook, Changed To Stable From Negative
PRINCIPAL METHODOLOGY

The principal methodology used in these ratings was Manufacturing Methodology published in March 2020 and
available at https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1206079 .
Alternatively, please see the Rating Methodologies page on www.moodys.com for a copy of this methodology.

Headquartered in Glasgow, UK, Weir is an engineering solution provider focusing on designing, manufacturing
and supplying products and engineering services for mining and minerals end markets. For the 12 months
ended December 2020, Weir generated revenue of GBP2.0 billion from continuing operations. Weir is a
publicly listed company, and as of 25 April 2021, it had a market capitalisation of around GBP5.1 billion.

REGULATORY DISCLOSURES

For further specification of Moody's key rating assumptions and sensitivity analysis, see the sections
Methodology Assumptions and Sensitivity to Assumptions in the disclosure form. Moody's Rating Symbols and
Definitions can be found at: https://www.moodys.com/researchdocumentcontentpage.aspx?
docid=PBC_79004.

For ratings issued on a program, series, category/class of debt or security this announcement provides certain
regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series,
category/class of debt, security or pursuant to a program for which the ratings are derived exclusively from
existing ratings in accordance with Moody's rating practices. For ratings issued on a support provider, this



announcement provides certain regulatory disclosures in relation to the credit rating action on the support
provider and in relation to each particular credit rating action for securities that derive their credit ratings from
the support provider's credit rating. For provisional ratings, this announcement provides certain regulatory
disclosures in relation to the provisional rating assigned, and in relation to a definitive rating that may be
assigned subsequent to the final issuance of the debt, in each case where the transaction structure and terms
have not changed prior to the assignment of the definitive rating in a manner that would have affected the
rating. For further information please see the ratings tab on the issuer/entity page for the respective issuer on
www.moodys.com.

For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this
credit rating action, and whose ratings may change as a result of this credit rating action, the associated
regulatory disclosures will be those of the guarantor entity. Exceptions to this approach exist for the following
disclosures, if applicable to jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated
entity.

The ratings have been disclosed to the rated entity or its designated agent(s) and issued with no amendment
resulting from that disclosure.

These ratings are solicited. Please refer to Moody's Policy for Designating and Assigning Unsolicited Credit
Ratings available on its website www.moodys.com.

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related
rating outlook or rating review.

Moody's general principles for assessing environmental, social and governance (ESG) risks in our credit
analysis can be found at http://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1263068 .

At least one ESG consideration was material to the credit rating action(s) announced and described above.

The Global Scale Credit Rating on this Credit Rating Announcement was issued by one of Moody's affiliates
outside the EU and is endorsed by Moody's Deutschland GmbH, An der Welle 5, Frankfurt am Main 60322,
Germany, in accordance with Art.4 paragraph 3 of the Regulation (EC) No 1060/2009 on Credit Rating
Agencies. Further information on the EU endorsement status and on the Moody's office that issued the credit
rating is available on www.moodys.com.

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal
entity that has issued the rating.

Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures
for each credit rating.
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CREDIT RATINGS ISSUED BY MOODY'S CREDIT RATINGS AFFILIATES ARE THEIR CURRENT
OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR
DEBT OR DEBT-LIKE SECURITIES, AND MATERIALS, PRODUCTS, SERVICES AND
INFORMATION PUBLISHED BY MOODY’S (COLLECTIVELY, “PUBLICATIONS”) MAY INCLUDE
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PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL,
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All information contained herein is obtained by MOODY’S from sources believed by it to be accurate and
reliable. Because of the possibility of human or mechanical error as well as other factors, however, all
information contained herein is provided “AS IS” without warranty of any kind. MOODY'S adopts all necessary
measures so that the information it uses in assigning a credit rating is of sufficient quality and from sources



MOODY'S considers to be reliable including, when appropriate, independent third-party sources. However,
MOODY’S is not an auditor and cannot in every instance independently verify or validate information received
in the rating process or in preparing its Publications.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives,
licensors and suppliers disclaim liability to any person or entity for any indirect, special, consequential, or
incidental losses or damages whatsoever arising from or in connection with the information contained herein or
the use of or inability to use any such information, even if MOODY’S or any of its directors, officers, employees,
agents, representatives, licensors or suppliers is advised in advance of the possibility of such losses or
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MOODY’S.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives,
licensors and suppliers disclaim liability for any direct or compensatory losses or damages caused to any
person or entity, including but not limited to by any negligence (but excluding fraud, willful misconduct or any
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NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS,
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY CREDIT RATING,
ASSESSMENT, OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY’S IN ANY FORM OR
MANNER WHATSOEVER.

Moody’s Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody’s Corporation
(“MCQ”), hereby discloses that most issuers of debt securities (including corporate and municipal bonds,
debentures, notes and commercial paper) and preferred stock rated by Moody’s Investors Service, Inc. have,
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Director and Shareholder Affiliation Policy.”
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credit ratings opinions and services rendered by it fees ranging from JPY 125,000 to approximately
JPY550,000,000.

MJKK and MSFJ also maintain policies and procedures to address Japanese regulatory requirements.



