
Financial review

Strong financial performance in challenging markets

This financial year, we registered an increase in gross operating 
profitability, revenues and trading volumes, while increasing access 
to financial liquidity, reducing leverage and realising a significant 
gain through a new investment venture involving some of our 
infrastructure assets. As we said last year, Trafigura prides itself on 
having consistently delivered annual net profits in a range between 
USD850 million and USD1.1 billion every year since 2012. I am very 
pleased to record that we maintained the trend in 2018. Net profit 
for the year was USD873 million, a decrease of less than two percent 
from the 2017 figure.
Gross profit was USD2,384 million, six percent up on the 
USD2,239 million recorded in 2017. This underlined once again 
the benefits of a business model built on trading two different 
and largely uncorrelated groups of commodities. Of total gross 
profit, the largest component was generated by the Metals and 
Minerals Trading division, which had an exceptionally strong year, 
generating gross profit of USD1,362 million, up 24 percent from 
USD1,100 million in 2017. Oil and Petroleum Products Trading faced 
more challenging conditions and its contribution to gross profit 
fell by 10 percent to USD1,022 million. This was still a satisfactory 
result given the market environment. While performance suffered in 
the first half of our financial year as a result of the switch from the 
contango to backwardated oil pricing structure, a timely and radical 
restructuring of our trading books enabled a material improvement 
in profitability by the final quarter. 
In addition to underlying trading performance, a further contributor 
to profit was a gain on divestment of subsidiaries and the concurrent 
revaluation of the retained interest, amounting to USD191 million, 
following investment by global fund manager IFM Investors in a 
collection of infrastructure assets previously wholly owned by our 
subsidiary Impala Terminals. This showed our ongoing capacity 
to generate returns from our investment in infrastructure assets 
related to commodities flows. 
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"In what was a  
challenging year for 
trading in some commodity 
markets, Trafigura turned 
in an excellent financial 
performance."

Christophe Salmon, Group Chief Financial Officer

1 EBITDA (earnings before interest, tax, depreciation and amortisation) is operating profit excluding the share in results of equity-accounted investees, depreciation and amortisation, gains/
losses on divestments of subsidiaries, equity-accounted investees and other investments, impairment losses and other operating income and expenses.
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From a financial perspective, additional achievements in 2018 
included the increase in and diversification of our funding base, 
and the reduction of our targeted leverage ratio. Together with our 
continued strict control of capital expenditure and of cash utilisation, 
this makes Trafigura an extremely resilient business equipped to 
perform well in competitive and increasingly volatile markets. 

Profitability
Revenue in 2018 totalled USD180,744 million, an increase of 
32 percent on the figure of USD136,421 million recorded in 2017.  
This reflected increased trading volumes and increased average 
prices for many of the commodities we trade. Total volume of 
commodities traded rose by 14 percent to 371.1 million tonnes from 
325.9 million tonnes, with oil and petroleum products volumes 
rising 8 percent to 275.2 million tonnes, and metals and minerals 
volumes rising 37 percent to 95.9 million tonnes. 
Aggregate gross profit margin for the year was 1.3 percent, compared 
to 1.6 percent in 2017 – underlining the relentless pressure on 
margins in the commodities trading sector, especially in oil, and the 
consequent requirement for trading firms to focus on cost control 
and efficiency. In that context it is pleasing to report that our general 
and administrative expenses fell again in 2018 despite volume 
increases, to USD937 million from USD945 million the previous 
year. EBITDA – our preferred measure of operating performance – 
was up by eight percent year-on-year at USD1,712 million, indicating 
the fundamental strength of our operating performance. 
Net financing costs were sharply higher at USD542 million, more 
than double the figure in 2017, which was itself twice the level of the 
previous year. This continuing increase reflected the strong increase 
in Libor which underpins our cost of debt and our increased need 
for working capital as a consequence of higher volumes and prices. 
Variations in interest rates are embedded into the pricing formula of 
trading contracts entered into by Trafigura and its customers, hence 
mitigating interest rate risk borne by the Group. Trafigura’s financial 
income and expense line items include interest from commercial 
operations as well as interest on cash balances and loans respectively. 

The 'other income/expenses' line item recorded income of 
USD45 million, compared with USD163 million in 2017. This total 
was the net balance from a number of gains and losses. 
As far as the most significant losses of the 'other income/ expenses' 
line are concerned, the Group recorded during the year an impairment 
on the carrying amount of the equity-accounted investee Nyrstar 
N.V. for an amount of USD72 million. Moreover following the sale of 
its remaining 20 percent stake in Buckeye Texas Partners LLC for an 
agreed price of USD210 million, Trafigura also incurred a pretax loss 
of USD57 million.
The most significant gain arose from the divestment of a 50 percent 
stake in certain infrastructure assets to IFM Investors, and the 
concurrent revaluation of the retained interest in the joint venture 
Simba Holding S.à.r.l. 
This was a highly beneficial transaction and another successful 
example of our partnership investment model. It creates a new joint 
venture between Trafigura and a well-established international fund 
manager for future investment in infrastructure and logistical assets 
relevant to commodities flows – while guaranteeing continued 
access to the existing assets by Trafigura’s trading teams. 
This approach is integral to our Group strategy. It enables us to 
maintain discipline in capital expenditure, to share risk and to realise 
timely returns on our asset investments, while establishing a broader 
investment platform than would be possible on a standalone basis. 
Past examples include the divestment of more than 50 percent 
of Puma Energy in 2013; the creation of an oil storage and export 
facility at Corpus Christi, Texas, and the subsequent sale of a 
majority stake to Buckeye Partners L.P., with ongoing retention of 
commercial rights, in 2014; and the establishment of joint ventures 
with Mubadala to invest in the Porto Sudeste iron ore export facility 
in Brazil and the MATSA mine in Spain in 2015. 

Oil and Petroleum Products Revenue by geography (%) Metals and minerals Revenue by geography (%)
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To illustrate the point about our disciplined approach to capital 
investment in 2018, the Group’s capital expenditure and investment 
net of divestments, (recorded in the cash flow statement as net cash 
used in investing activities) was just USD95 million, compared to 
USD412 million in 2017. This amount doesn't include the proceeds 
from the sale of the Impala Terminals assets to IFM Investors. The 
transaction is expected to close in mid-December after all the 
regulatory approvals are secured.

Balance sheet 
As of 30 September 2018, total assets amounted to USD53,801 
million, 10 percent higher than the figure of USD48,770 million 
at the end of our previous financial year, reflecting the continuing 
increase of trading volumes and higher commodity prices. Fixed and 
non-current assets were eight percent higher at USD8,836 million. 
This increase reflects an increase in the “other non-current assets” 
line item, which represents non-financial hedged items relating to 
our US oil and LNG businesses. In order to lock in the differential 
of different indexes between the purchase formula at the pipeline 
and the sales index out of the pipeline, Trafigura entered into 
certain long-term financial derivatives. The liquidity effect of these 
derivatives was partially managed by entering into a structured 
OTC swap, with zero margining levels and an assignment of certain 
contract rights, with a large financial institution.
Equity-accounted investees were four percent lower than a year ago 
at USD3,361 million. This represents the net effect of acquisitions, 
disposals, and income and losses from various investments. 
Of these, the most important gain was the revaluation gain on 
recognition of the fair value of the retained interest in the Impala 
Terminals infrastructure assets referred to in the previous section. 
The impairment for the year predominantly relates to the impairment 
recorded on our investment in Nyrstar of USD72 million. 
Prepayments fell to USD3,660 million from USD3,739 million a year 
earlier, both in near-term prepayments and those with a duration of 
more than 12  months. Loans receivable were 28 percent lower than 
last year at USD486 million. 
Current assets rose by 11 percent to USD44,897 million during the 
year, while inventories were six percent higher at USD14,733 million. 
Of the total inventories, USD9,039 million were held in storage, 
while USD5,683 million were in transit. In line with Trafigura’s risk 
management policies, all stock was either presold or hedged at all 
times throughout the year. Trade receivables increased by 15 percent 
to USD19,952 million reflecting the growth of volumes traded and 
the underlying commodities prices increase during the financial year.
Group equity was USD6,250 million at year-end, compared to 
USD6,385 million a year earlier. The change was related to a 
combination of profit contribution for the year, dividend to the parent 
company and a reduction mainly attributable to the repayment of a 
USD500 million perpetual bond originally launched in 2013. 
Current liabilities, including short-term bank borrowings, were 
USD38,576 million, up from USD34,437 million at the 2017 year-end.

Cash flow 
Operating cash flow before working capital changes was 
USD1,655 million, comparable to last year’s USD1,650 million. 
Trafigura believes that its financial performance is best assessed 
on the basis of cash flow before working capital changes, since 
the level of working capital is predominantly driven by prevailing 
commodity prices and price variations are financed under the 
Group’s self-liquidating finance lines. Working capital needs reduced 
significantly year-on-year with a net working capital requirement of 
USD702 million for the year compared to USD4,880 million in 2017. 
This reflects Trafigura's efforts to manage its working capital cycle 
more efficiently in a backwardated oil market, financed by an increase 
in working capital debt. Investing activities resulted in a net cash use 
of USD95 million, compared to a net use of USD412 million in 2017. 
Net cash generated from financing activities was USD148 million in 
2018, compared to USD5,930 million the previous year. The overall 
balance of cash and cash equivalents as of 30 September 2018 was 
USD5,356 million, compared to USD4,989 million a year earlier.

Public ratings 
Public ratings
Trafigura does not hold a public rating and does not seek to obtain 
one. There are a number of reasons for this, including the fact 
that Trafigura’s strategy has always been to obtain funding from 
stakeholders who understand its business model, rather than make 
investment decisions on the basis of a rating. In addition, holding 
a rating could cause Trafigura to take more short-term focused 
decisions in order to maintain a particular rating level. This would 
conflict with the Group’s focus on long-term value creation and 
maintenance of a strong balance sheet. Trafigura has been highly 
successful in securing funding without a public rating and had access 
to over USD58 billion in credit facilities, as at 30 September 2018, 
from diverse funding sources. Financial discipline is inherent to 
Trafigura’s business and finance model due to its reliance on debt 
markets for capital and liquidity.
Trafigura’s significant expansion of its sources of financing over 
the years has been achieved on the basis of the Group maintaining 
an acceptable and sustainable credit standing, consistent with 
an investment grade profile. The Group’s financial discipline is 
reinforced by the financial covenants provided to unsecured lenders 
and is underlined by the strong support we receive from our banking 
group and investors.
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Bank financing
As a privately owned company, Trafigura funds itself primarily 
through the banking and debt capital markets, relying on a 
combination of diversified funding sources and strong banking 
relationships. For a number of years, throughout various commodity 
cycles and financial market environments, Trafigura has cemented 
strong relationships with its lending banks.
Trafigura’s banking group remained stable and as at 30 September 
2018, consisted of 137 banks across the world. Access to deep and 
constant liquidity is a key reason for Trafigura’s leading competitive 
position and we see transparency and clear communication 
with banks, financial stakeholders and trading counterparties as 
instrumental to maintaining this position. Trafigura sources funding 
from a number of markets: syndicated bank loans, securitisation 
markets, bond markets and trade finance. During our fiscal year, 
we focussed on growing our access to liquidity in part to meet our 
increasing working capital requirements resulting from the combined 
increase of commodity prices and volumes traded by the Group. As a 
result, we achieved an increase in our total available lines reaching 
over USD58 billion, up from USD51 billion at the end of September 
2017, with a significant portion coming from new transactional 
lines. Of those total current lines, USD17 billion remained unutilised 
at the end of September 2018, providing flexibility during volatile 
market conditions.
As at 30 September 2018, the Group had USD9.5 billion (2017: 
USD8.7 billion) of committed unsecured syndicated loans, of which 
USD2.7 billion (2017: USD2.2 billion) remained unutilised. The Group 
had USD5,356 million of cash and cash equivalents.
Over 2018, Trafigura refinanced both of its flagship revolving credit 
facilities (RCFs) in Europe and Asia, which represent the cornerstone 
of Trafigura’s unsecured funding. In October 2017, Trafigura 
refinanced its maturing Asian RCF and term loan facilities (TLFs) for 
a value of USD1,990 million, with the support of 27 banks. As part of 
the transaction, the one-year USD and one-year CNH tranches from 
2016 were both refinanced, along with the maturing three-year USD 
tranche from 2014.
The closing of the Asian RCF was followed in March 2018 by 
the refinancing of both the European RCF and Samurai loan. 
The European RCF closed substantially oversubscribed, allowing 
the Group to upsize the facility to USD5,725 million, with a new 

USD2,200 million 365-day RCF tranche and a three-year tranche 
set at USD3,525 million. The refinancing provided the Group with a 
net increase in liquidity of USD625 million, with a total of 52 banks 
committing to the facility. 
In the same month, Trafigura approached the Japanese domestic 
syndicated bank loan market for the fourth time, increasing the 
Samurai facility to JPY72,640 million (USD682 million) via a three-
year term loan, with 19 Japanese financial institutions supporting 
the transaction.

Debt and capital markets issuance
Over the past five years, Trafigura has increasingly sought financing 
outside of the traditional commodity trade finance loan markets to 
diversify funding sources, lengthen the Group's maturity profile and 
continue to grow access to funding in support of growth.
Following the success of the Trade Receivables Securitisation 
Programme, Trafigura pioneered an Inventory Securitisation 
Programme in November 2017. Trafigura Commodities Funding 
Pte. Ltd. (TCF), a standalone vehicle, was set-up in Singapore to 
raise non-recourse funding backed by inventories of crude oil and 
refined metals. The vehicle was launched with the issuance of 
USD470 million of senior variable funding notes, which were placed 
on a private basis with six financial institutions. This platform will 
enable Trafigura to become a programmatic issuer of notes backed 
by commodity inventories and ultimately to seek committed term 
financing in the asset-backed securitisation markets.
Also in November 2017, Trafigura took the opportunity to approach 
the market to reopen the existing USD600 million, 6.875  percent 
perpetual bond, which had been issued in March 2017, raising an 
additional USD200 million. The intra-day issuance demonstrated 
the Group's willingness to move quickly to take advantage of market 
conditions. This perpetual bond tap was in part intended to pre-
finance the redemption of the 2013 USD500 million perpetual 
bond issuance, which Trafigura elected to call at the first issuer 
call date in April 2018. It is worth noting that there was therefore a 
USD300 million net reduction in perpetual bonds within Trafigura’s 
capital structure over 2018, which, given the equity treatment of the 
instruments under IFRS, was reflected in a parallel reduction in the 
Company’s equity position over the year.

Nyara Energy's refinery in Vadinar, India
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Key financing milestones in FY2018
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Oct.17 Asian RCF Refinancing USD1,990 million
Nov.17 Inventory Securitisation 

Programme (TCF) 
established

USD470 million

Tap of 2017 Perpetual Bond USD200 million
Mar.18 European RCF Refinancing USD5,725 million

Samurai Term Loan 
Refinancing

JPY72,640 million

USD EMTN Bond Issuance USD400 million
Apr.18 Panda Bond – 1st tranche RMB500 million
May.18 CHF EMTN Bond Issuance CHF165 million

Panda Bond – 2nd tranche RMB500 million
US Private Placement USD140 million

Sep.18 Receivables Securitisation 
(TSF) ABS Issuance

USD500million

Panda Bond – 3rd tranche RMB700 million

Value at risk
The Value at Risk (VaR) metric is one of the various risk management 
tools that Trafigura uses to monitor and limit its market risk exposure.
Trafigura uses an integrated VaR model which captures risks 
including commodity prices, interest rates, equity prices and 
currency rates (see further details in Note 29). During 2018, average 
95 percent one-day VaR for derivative positions was USD7.8 million  
(2017: USD6.8 million) which represented less than one percent of 
Group equity.

This issuance was followed by a flurry of capital market activity 
between March and May 2018, as the Group sought to take 
advantage of conducive market conditions whilst managing 
upcoming debt maturities and funding requirements. The first 
came in March, with the issuance of Trafigura’s inaugural US Dollar 
senior bond for USD400 million. The notes have a 5-year maturity 
and were priced at 5.25 percent. The transaction was issued by 
Trafigura Funding S.A. under its EUR3 billion European Medium Term 
Notes (EMTN) programme and the bond is listed on the Irish Stock 
Exchange. This transaction was followed in May by a further issuance 
from Trafigura's EMTN programme, when it issued its inaugural 
Swiss franc senior bond for CHF165 million with a 5-year maturity. 
The bond, priced at 2.25 percent, is listed on the SIX Swiss Exchange.
In April 2018, Trafigura became the first international trading 
company and one of the first non-Chinese corporates to access the 
domestic renminbi-denominated bond market (Panda), through 
the establishment of a RMB2.35 billion programme. That month, 
the first RMB500 million tranche was placed for a 3-year maturity, 
followed by a second tranche of RMB500 million in May 2018 with 
similar terms. A third tranche followed later in the year, with a 
further RMB700 million placed in the Interbank market in September 
2018 on more competitive terms than the first two tranches. 
These transactions, where the majority of proceeds were repatriated 
from China, enable the Group to access a deep and diversified pool of 
Chinese investors comprised of commercial banks, asset managers, 
insurance companies and securities firms.
In May 2018, Trafigura also returned to the US Private Placement 
(USPP) market, raising USD140 million across five, seven and ten 
year tenors. This was the Group's fourth placement into the USPP 
market over 12 years, which is a market that offers the group a stable 
liquidity source with an opportunity to extend its maturity profile. 
In September 2018, Trafigura Securitisation Finance Plc (TSF), the 
receivables securitisation vehicle of the Group, issued a new series 
of public notes totalling USD500 million on the 144A/RegS Asset-
Backed Securities (ABS) markets. This was Trafigura’s fifth public ABS 
transaction since the inception of the programme in 2004. TSF has 
since become the largest AAA/Aaa publicly rated securitisation 
programme of trade receivables in the world. The transaction 
was very well received, with distribution in Europe, the US and 
participation from a total of 32 institutional investors in the fixed 
and floating rate tranches.
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Shareholder structure
Trafigura is owned by its management and about 600 of its senior 
employees, who are therefore focused on the long-term success 
of the business, promoting management depth and stability, and 
encouraging prudent risk management. The decision as to which 
employees may become shareholders is discretionary based on 
individual performance, seniority and future potential.
Trafigura has significantly built up its shareholders’ equity since 
inception in 1993 and the Group retains profits to further increase 
its capital base. Any discretionary buy-backs are subject to sufficient 
liquidity being available and to the company remaining compliant 
with financial covenants.

Leverage and adjusted debt
As a physical trading group, Trafigura relies on a specific funding 
model. As a result, one cannot apply the same financial analysis 
framework as for other, more typical industrial companies.
For Trafigura, banks and rating agencies have historically considered 
financial leverage after excluding some specific balance sheet items  
(e.g. inventories, securitisation programme), resulting in the use 
of adjusted debt as an overall leverage metric. Adjusted debt 
corresponds to the company’s total non-current and current debt 
less cash, fully hedged readily marketable inventories (including 
purchased and pre-paid inventories which are being released), 
debt related to the Group’s receivables securitisation programme 
and the non-recourse portion of loans from third parties. This metric 
is a better measure of the Group’s financial leverage than a simple 
gross debt metric. In particular, the following adjustments are made:
 • The receivables securitisation programme is taken out on the 

basis it is an entirely distinct legal entity from Trafigura with no 
recourse to the Group and is only consolidated into the financial 
statements in accordance with the Group’s accounting rules.

 • Cash and short-term deposits are deducted from debt.
 • Pre-sold or hedged stock, including purchased and pre-paid 

inventories which are being released, is deducted from debt. 
This reflects the great liquidity of the stock and the ease at which 
it could be converted to cash. As previously described, Trafigura’s 
policy is to have 100 percent of stock hedged or pre-sold at all times.

 • Non-recourse invoice discountings or portion of loans 
(for example non-recourse portions of bank financings used to 
extend prepayments to counterparties) are deducted from debt.

As at 30 September 2018 the ratio of adjusted debt to Group 
equity stood at 0.97x, down from 1.24x at 30 September 2017. 
This reduction reflected multiple initiatives, including reduced 
capital expenditure, increased utilisation of our securitisation 
programme and more efficient management of working capital. 
We have therefore attained our medium-term target of reducing the 
adjusted debt ratio to 1x or less. We will continue to manage our 
business to ensure that this ratio does not stay significantly above 1x 
for a sustained period. 

The Company's adjusted debt to equity ratio at the end of the 
reporting period is calculated as follows:

2018 2017
USD’M USD’M

Non-Current loans and borrowings 8,462.1 7,401.1
Current Loans and borrowings 23,741.6 23,853.5

Total debt 32,203.7 31,254.6

Adjustments
Cash and cash equivalents 5,355.8 4,988.7
Deposits 334.4 338.3
Inventories (including purchased  
and pre-paid inventories) 15,620.5 14,661.2
Receivables securitisation debt 4,294.1 2,517.4
Non-recourse debt 562.2 840.3

Adjusted debt 6,036.7 7,908.7

Group equity 6,250.1 6,384.8

Adjusted debt to Group equity ratio  
at the end of the period 0.97 1.24

Taxation
Trafigura operates in a multitude of jurisdictions and adheres to 
applicable local and international tax law in the countries in which 
it operates, including legislation on transfer pricing. The Group’s tax 
policy is to pay appropriate tax according to work carried out in each 
jurisdiction, as determined by a functional analysis of operations 
using standard measures wherever possible, underpinned by reports 
prepared to fulfil local transfer pricing requirements. The Group’s 
effective tax rate – the average rate at which consolidated  
pre-tax profits are taxed – varies from year to year according 
to circumstances, and in 2018 it was 9.7 percent compared to 
8.4 percent in 2017.

Outlook
In the coming year, we expect the financial headwinds facing the 
commodities trading sector to increase. Global interest rates are 
rising and in consequence a broad-based economic slowdown is 
likely. We also believe the sector has entered a period of consolidation 
around the very largest players – with banks, for example, becoming 
more selective in allocating liquidity. Trafigura has been a beneficiary 
of this trend in the past year, and has taken maximum advantage 
of this position through its disciplined and innovative approach to 
sourcing and using capital. With our funding pool, bank relationships 
stronger than ever before and our leverage ratio in the target zone, 
we believe we have every chance of further strengthening our 
competitive position and growing market share in 2019.

Christophe Salmon
Chief Financial Officer
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