First Quarter 2020 Earnings Call

Forward-Looking Statements
This supplemental information contains forward-looking statements within the meaning of the Private Securities Litigation
Reform Act of 1995. These forward-looking statements involve certain risks and uncertainties that could cause actual
results to differ materially from those expressed or implied by these statements. These risks and uncertainties include
uncertainty around the duration and effects of the COVID-19 pandemic, and include factors detailed in the reports we file
with the SEC, including those described under “Risk Factors” in our most recent Annual Report on Form 10-K and our
Quarterly Reports on Form 10-Q. These forward-looking statements speak only as of the date of this
communication. We expressly disclaim any obligation or undertaking to disseminate any updates or revisions to any
forward-looking statement contained herein to reflect any change in our expectations with regard thereto or any change
in events, conditions or circumstances on which any such statement is based.

It should also be noted that this information contains certain financial measures, including Adjusted EBITDA, Adjusted
Earnings per Share, Adjusted Free Cash Flow, Net Leverage Ratio and Liquidity that are not required by, or presented in
accordance with, accounting principles generally accepted in the United States, or GAAP. These measures are
presented here to provide additional useful measurements to review our operations, provide transparency to investors
and enable period-to-period comparability of financial performance. A description of non-GAAP financial measures that
we use to evaluate our operations and financial performance, and reconciliation of these non-GAAP financial measures
to the most directly comparable financial measures calculated and reported in accordance with GAAP, can be found in
the appendix under “Reconciliation of Non-GAAP Measures”.
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1Q 2020 AAM Highlights

$213M

$0.20

$83M

Quarterly
Adj. EBITDA

Quarterly
Adj. EPS

Quarterly
Adj. Free
Cash Flow

15.9% of Sales

Secured
Additional China
eDrive Business
Win with New
Customer
* For definitions and reconciliations of non-GAAP financial measures, please see the attached appendix.

Amended Credit
Agreement to
Provide AAM
with Financial
Flexibility

Won both PACE
Partnership and
Innovation Awards
for Electric Drive
Technology
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COVID-19 Update
Impact

$1.43B

Customer production shutdowns and severely
reduced schedulesQuarterly
Sales

Stay-at-home mandates and social distancing
guidelines disrupting manufacturing and
corporate activities

AAM Actions

$194M
Flex variable costs including$116M
direct material,
direct labor and variable elements
of overhead
Quarterly
Quarterly
Adj. Free
Adj. EBITDA
Cash Flow
Created AAM’s comprehensive POWERing Up
guide on COVID-19 workplace safety and
facility readiness

Implemented overhead cost reduction actions
and lowered projected capital spending
Full Year
Adj.Amendment
EBITDA
of Credit Agreement provides
additional flexibility to navigate uncertainty
normal production and extent and speed at which
caused by COVID-19
economy recovers
Global economy expected to experience
significant impact on future consumer demand
Full Year
Sales
Significant uncertainty
exists around return to

$6.53B

$970M

$208M
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2020 Financial Update
• As a result of the unexpected disruption in light vehicle production and economic uncertainty
due to the impact of the COVID-19 pandemic, AAM withdrew its 2020 financial outlook in
March - Based on continued uncertainty, we are not issuing revised 2020 financial targets at
this time
• AAM estimates it can breakeven on an Adjusted Free Cash Flow basis in 2020 if sales are
25% to 30% lower than our initial financial outlook ($5.8 to $6.0 billion).
• AAM has identified ≈$60 million of additional cost reduction actions in 2020 to offset the
impact of severe production declines resulting from the COVID-19 pandemic
• AAM has reduced its expected capital expenditures for the full-year 2020 from ≈$325 million
to ≈$250 million
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1Q Financial Results
Net sales
Gross profit
Gross margin
SG&A
SG&A as a % of sales
Amortization of intangible assets
Impairment charges
Restructuring and acquisition costs
Other income (expense)
Adjusted EBITDA
Adjusted EBITDA margin
Net interest expense
Income tax expense (benefit)
Effective tax rate
Net income (loss) attributable to AAM
Diluted EPS
Adjusted EPS

$
$
$
$
$
$
$
$
$
$
$
$
$

Three Months Ended March 31,
2020
2019
(dollars in millions, except per share data)
1,343.5 $
1,719.2
195.3 $
222.2
14.5%
12.9%
90.3 $
90.7
6.7%
5.3%
21.8 $
25.0
510.0 $
17.6 $
12.1
(3.8) $
(3.0)
213.3 $
245.0
15.9%
14.3%
48.7 $
52.7
3.3 $
(3.0)
-0.7%
-7.8%
(501.3) $
41.6
(4.45) $
0.36
0.20 $
0.36

$
$
$
$
$
$
$
$
$
$
$
$
$

Difference
(375.7)
(26.9)
1.6%
(0.4)
1.4%
(3.2)
510.0
5.5
(0.8)
(31.7)
1.6%
(4.0)
6.3
7.1%
(542.9)
(4.81)
(0.16)0

Adjusted earnings per share are based on weighted average diluted shares outstanding of 116.4 million and 115.8 million for the three months ended on March 31, 2020 and 2019, respectively.
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* For definitions and reconciliations of non-GAAP financial measures, please see the attached appendix.

1Q 2020 Year-Over-Year Sales Walk
(in millions)

$1,719
$1,537
($182)

$18
($169)

1Q 2019 Sales

Sale of U.S. Casting

1Q 2019 Sales Pro
forma for Casting Sale

COVID-19 Impact

$1,344
($42)

Other Volume, Mix
and Pricing

Metal Market & Fx

1Q 2020 Sales
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1Q 2020 Year-over-Year Adjusted EBITDA Walk
(in millions)

$245
$227
($18)
14.3%
Adj.
EBITDA
margin

1Q 2019 Adjusted
EBITDA

$21

($5)

$17
15.9%
Adj.
EBITDA
margin

($47)

1Q 2019 Casting
EBITDA

1Q 2019 Adjusted Metal Market & Fx
EBITDA Proforma for
Casting Sale

* For definitions and reconciliations of non-GAAP financial measures, please see the attached appendix.

$213

COVID-19 Impact

Other Volume,
Performance,
Mix & Pricing Lower Launch Costs
& Productivity

1Q 2020 Adjusted
EBITDA
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Adjusted Free Cash Flow and Credit Profile
Cash Flow and Debt Metrics

1Q 2020

Adjusted Free Cash Flow

$83.3 million

Net Debt

$3.05 billion

Net Leverage Ratio

3.3x

Liquidity

$1.46 billion

AAM generated strong free cash flow and ended the quarter with a strong liquidity position
* For definitions and reconciliations of non-GAAP financial measures, please see the attached appendix.
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Debt Maturity Profile
(in millions)

$925M
Revolver

$1,189

$21
$4

2020

$13

2021

$700

$30

$350

$400

$272

2022

2023

2024

2025

6.625% Notes

Term Loan A

Term Loan B

6.25% Notes

2026

6.25% Notes

$500

2027

6.50% Notes

No significant debt maturities until the fourth quarter of 2022
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2Q 2020 Considerations
AAM currently expects
production in NA and Europe
to resume in a phased
approach starting in mid-May
and increasing into June

China sales resuming to
pre-COVID levels

Additional structural cost
reduction actions continue

AAM anticipates a free cash
flow usage in 2Q 2020 and
expects > $1.2 billion in
liquidity on June 30, 2020
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Adjusted Free Cash Flow Breakeven Scenario
(in millions)

Adj. EBITDA to Adj. FCF Breakeven
Initial 2020 Adj. EBITDA Target (midpoint)

$

Impact of 25% to 30% lower sales (midpoint)

945

Initial Adj. FCF Target to Adj. FCF Breakeven
$300

≈ (500)

COVID-19 start-up & supplier inefficiency costs

≈ (40)

Cost reduction actions

≈ 60

$

Cash Preservation Actions

≈$65

465

≈ Breakeven

≈$40

Capital Expenditures

≈ (250)

Interest Payments

≈ (205)

Tax Payments

≈ (50)

Inventory and other working capital

≈ 40

Adjusted Free Cash Flow
* For definitions and reconciliations of non-GAAP financial measures, please see the attached appendix.

≈ BREAKEVEN

≈$75
≈$60

≈($540)
2020 Initial Impact of
Cost
Adjusted Lower Sales Reduction
Free Cash & COVID-19 Actions
Flow Target expenses

Lower
Capital
Spending

Lower Tax
Payments

Working
Capital
and other
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Downside Protection Playbook
Sales Decline
Potential Actions

0%

Duration Expected Short

Reduce Variable Costs
•
Direct Material (≈60% of COGS)
•
Hourly Headcount
•
Variable Overhead
Reduce Semi-fixed Costs
•
Salaried headcount, merit and incentive compensation adjustments/deferrals
•
Formal spending reduction programs (ex. travel)
•
Align future R&D, project and capital expenses to lower sales levels
Select Recapacitating of Facilities
• Align capacity with customers
• Plant loading adjustments to optimize capacity

Structural Capacity and Overhead Reduction
• Global footprint consolidations
• Significant Salaried Reduction in Force programs

25%+
AND / OR

Longer

Restructuring Costs
Required?

No
Limited
Moderate
Higher

Note: This list includes examples for illustrative purposes and does not include all potential actions

AAM is analyzing its full playbook and in process with many actions across its global operations
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Supplemental Data

Reconciliation of Non-GAAP Measures
In addition to the results reported in accordance with accounting principles generally
accepted in the United States of America (GAAP) included within this presentation, we have
provided certain information, which includes non-GAAP financial measures. Such
information is reconciled to its closest GAAP measure in accordance with Securities and
Exchange Commission rules and is included in the following slides.
Certain of the forward-looking financial measures included in this earnings release are
provided on a non-GAAP basis. A reconciliation of non-GAAP forward-looking financial
measures to the most directly comparable forward-looking financial measures calculated and
presented in accordance with GAAP has been provided. The amounts in these
reconciliations are based on our current estimates and actual results may differ materially
from these forward-looking estimates for many reasons, including potential event driven
transactional and other non-core operating items and their related effects in any future
period, the magnitude of which may be significant.
15

Supplemental Data
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Supplemental Data
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Supplemental Data

Adjusted earnings per share are based on weighted average diluted shares outstanding of 116.4 million and 115.8 million for the three months ended on March 31, 2020 and 2019, respectively.
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Supplemental Data
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Definition of Non-GAAP Measures
EBITDA and Adjusted EBITDA
We define EBITDA to be earnings before interest expense, income taxes, depreciation and amortization. Adjusted EBITDA is defined as EBITDA excluding the impact of restructuring and acquisitionrelated costs, debt refinancing and redemption costs, gain (loss) on sale of a business, impairment charges, pension settlements and non-recurring items. We believe that EBITDA and Adjusted EBITDA are
meaningful measures of performance as they are commonly utilized by management and investors to analyze operating performance and entity valuation. Our management, the investment community and
the banking institutions routinely use EBITDA and Adjusted EBITDA, together with other measures, to measure our operating performance relative to other Tier 1 automotive suppliers. We also use
Segment Adjusted EBITDA as the measure of earnings to assess the performance of each segment and determine the resources to be allocated to the segments. EBITDA and Adjusted EBITDA should not
be construed as income from operations, net income or cash flow from operating activities as determined under GAAP. Other companies may calculate EBITDA and Adjusted EBITDA differently.
Adjusted Earnings per Share
We define Adjusted earnings per share to be diluted earnings per share excluding the impact of restructuring and acquisition-related costs, debt refinancing and redemption costs, gain (loss) on sale of a
business, impairment charges, pension settlements and non-recurring items, including the tax effect thereon. We believe Adjusted earnings per share is a meaningful measure as it is commonly utilized by
management and investors in assessing ongoing financial performance that provides improved comparability between periods through the exclusion of certain items that management believes are not
indicative of core operating performance and which may obscure underlying business results and trends. Other companies may calculate Adjusted earnings per share differently.
Free Cash Flow and Adjusted Free Cash Flow
We define free cash flow to be net cash provided by operating activities less capital expenditures net of proceeds from the sale of property, plant and equipment. Adjusted free cash flow is defined as free
cash flow excluding the impact of cash payments for restructuring and acquisition-related costs. We believe free cash flow and Adjusted free cash flow are meaningful measures as they are commonly
utilized by management and investors to assess our ability to generate cash flow from business operations to repay debt and return capital to our stockholders. Free cash flow and Adjusted free cash flow
are also key metrics used in our calculation of incentive compensation. Other companies may calculate free cash flow and Adjusted free cash flow differently.
Net Debt and Net Leverage Ratio
We define net debt to be total debt, net less cash and cash equivalents. We define Net Leverage Ratio to be net debt divided by the trailing 12 months of Adjusted EBITDA. We believe that Net Leverage
Ratio is a meaningful measure of financial condition as it is commonly used by management, investors and creditors to assess capital structure risk. Other companies may calculate Net Leverage Ratio
differently.
Liquidity
We define Liquidity as cash on hand plus amounts available on our revolving credit facility and foreign credit facilities.
US SAAR
We define US SAAR as the seasonally adjusted annual rate of light vehicle sales in the United States .
22

