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Internal control system
Business performance in
the DEUTZ Group

3.2 per cent. Italy also moved out of recession, expanding by
0.8 per cent. There was also positive news from France, where
the economy grew by 1.1 per cent.
As in 2014, the US economy was one of the major drivers of
global economic growth. It expanded by 2.5 per cent (2014:
2.4 per cent) thanks, in particular, to favourable conditions in
the labour market.
At 6.9 per cent, the pace of growth in the Chinese economy
continued to slow. This trend is set to continue in the years
ahead. Conditions remained difficult in the truck and construction equipment sector, which is a core market for DEUTZ. The
Russian economy slipped into recession due to the crisis and
sanctions; the growth engine was still not running smoothly in
South America either.
Weakness in DEUTZ’s customer industries Demand in
our main customer markets fell in 2015. According to DEUTZ’s
own estimates, demand for construction equipment – excluding the effect of the advance production of engines – was
down by around 10 per cent in Europe and was unchanged
year on year in North America. In China, however, demand fell
by around 44 per cent 1). According to the VDMA 2), the agricultural machinery sector in Europe contracted by 8 per cent in
the year under review. The market for medium and heavy-duty
trucks contracted by 29 per cent in China 3).

IMPACT OF ECONOMIC CONDITIONS ON
BUSINESS PERFORMANCE
DEUTZ suffering from customers’ reluctance to invest
Whereas the global economy grew by 3.1 per cent in 2015,
DEUTZ’s revenue fell by 18.5 per cent and its unit sales by
29.8 per cent. The even greater decrease in unit sales was
due to the growing proportion of unit sales accounted for by
higher-value engines. Overall, most of our key customer sectors
experienced significant negative growth. DEUTZ’s performance
was therefore similar to that of its customer sectors.
The economy in the eurozone expanded by 1.5 per cent in the
year under review. DEUTZ’s key customer sectors in this r egion
did poorly, however: volumes in the agricultural m
 achinery sector
were down by roughly 8 per cent, for e
 xample, and demand
for construction equipment declined by around 10 per cent.
Furthermore, European customers drew on their inventories of
the engines that they had purchased on a large scale in 2014 in
anticipation of the new emissions standard. DEUTZ’s revenue
in our biggest market, EMEA (Europe, Middle East and Africa),
went down by 27.6 per cent in 2015; the d
 ecrease in unit sales
was 38.6 per cent. US economic output grew by a relatively
strong 2.5 per cent in 2015, and d
 emand for construction equipment in North America was at the same level as in 2014. Our
unit sales in the Americas region fell by 11.0 per cent, but we
were able to increase our revenue by 7.3 per cent. M
 omentum in
China, our key international market, continued to slow, with economic growth of 6.9 per cent year on year. In this environment,
China Construction Machinery Association, January 2016; own estimates.
Konjunkturbulletin of the German Engineering Federation (VDMA), November 2015.
3)
China Automotive Information Net, January 2016.
1)

2)

DEUTZ AG 2015 Annual Report

the markets for construction equipment and medium and
heavy-duty trucks declined by approximately 44 per cent and
29 per cent respectively. By contrast, DEUTZ’s revenue rose
by 18.8 per cent and its unit sales by 14.4 per cent in the Asia-
Pacific region. However, the revenue generated by our DEUTZ
(Dalian) Engine Co., Ltd. joint venture, which is not included in
consolidated revenue, dropped by 5.6 per cent year on year; its
unit sales were down by a substantial 29.5 per cent.

RESEARCH AND DEVELOPMENT
Research and development expenditure (after deducting grants)1)
€ million (R&D ratio in %)

2015

40.8

(3.3)

2014

53.1

(3.5)

2013

52.6

(3.6)

2012

62.1

(4.8)

2011

84.6

(5.5)

1)

Spending on research and development after deducting grants received from major
customers and development partners.

R&D spending scaled back as planned Expenditure on
research and development in 2015 amounted to €49.5 million
(2014: €68.7 million). After deducting grants received from
major customers and development partners, expenditure was
€40.8 million (2014: €53.1 million). The R&D ratio (after deducting
grants), i.e. the ratio of net development expenditure to consoli
dated revenue, fell marginally as planned to 3.3 per cent (2014:
3.5 per cent). This decrease in R&D expenditure was largely due
to all engines for the latest emissions standards, EU Stage IV/US
Tier 4, having being launched in the market in 2014. In the year
under review, 31.9 per cent of development expenditure after
deducting grants was capitalised (2014: 49.5 per cent).
Spending by the DEUTZ Compact Engines segment after
deducting grants came to €38.2 million (2014: €48.1 million)
and that of the DEUTZ Customised Solutions segment came to
€2.6 million (2014: €5.0 million).
Stage V ready During previous years, we had completely overhauled our engine portfolio for the EU Stage IV/US Tier 4 emissions standards. This has resulted in very compact e
 ngines,
featuring low lifecycle costs and exhaust aftertreatment designs
tailored to customer needs. Our engines in the 2.9 to 7.8 litre
cubic capacity range that are equipped with diesel particulate
filters already meet the next European emissions s tandard, EU
Stage V, which is expected in 2019 4). There are currently no
plans for a further emissions standard in the USA.

4)

The EU Commission’s Stage V proposals as published on 25 September 2014.
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