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Report on the Group’s
business performance and
the economic situation

The development of the global economy was in-
consistent in the early part of the business year
2014/15, with the major trends being the slow-
down in growth rates in the emerging markets
on one hand and on the other, a development in
the mature economies that was somewhat better
than anticipated.

Long stretches of the last business year were
marked by a more optimistic mood in Europe but
unsatisfactory real numbers, and the new busi-
ness year began with a continuation of the posi-
tive trend that has prevailed since the beginning
of the 2014 calendar year. In recent months, the
major economic indicators have been stable for
the most part. Besides sustained strong exports,
most recently demand in Europe has risen. The
primary reason is improved consumer confidence,
with a secondary reason being an increase in
capital investments due to rising industry produc-
tion and the underinvestment that characterized
the last few years.

The clear commitment of the European Central
Bank to strengthen the European economy by
implementing an action plan to incentivize the
granting of loans as well as the historical step of
cutting the interest rate for deposits to a negative
level (—0.1%) are also having a positive impact
on the economic climate in Europe.

On the other hand, the latest escalations in
the conflict involving the Ukraine are creating
uncertainty, but at the moment, they are mainly
affecting the Russian economy. However, negative

consequences for the European economy overall
represent an increasing risk as far as further de-
velopments are concerned.

In North America, especially in the USA, the first
quarter of the business year 2014/15 had a very
strong start. This trend is in part due to catch-up
effects from the previous quarter due to the un-
usually harsh winter. The economic indicators for
the USA are continuing to show growth both with
regard to consumer confidence and business
confidence. In June, the influential Purchasing
Manager Index (PMI) showed the strongest
growth in more than four years, leading to the
conclusion that a sustained, positive overall trend
will dominate the summer months.

Brazil, the most important South American eco-
nomy for voestalpine, has still not be able to return
to the growth rates it had enjoyed in past years.
It is anticipated that its GDP growth in 2014 will
be less than 2%. In addition to the country's struc-
tural weaknesses, the recent more restrictive
financial policy, which is dampening the already
weak sentiment, is responsible for this develop-
ment.

The 2014 calendar year began somewhat weakly
for the Chinese economy compared to the growth
rates it had experienced in the past. It was not
until the end of the first half of the year that eco-
nomic indicators became more robust. The reason
for this subdued development were the efforts
of the central government to achieve a better
balance in the country's economic structure and
to gradually reduce state investment programs.
Overall, however, the Chinese economy is ex-
pected to grow by 7% in 2014.



Against this macroeconomic backdrop, the oper-
ating performance of the individual divisions of
the voestalpine Group in the first quarter of the
business year 2014/15 was quite satisfactory.
The Steel Division, a primarily European player,
profited from improved demand from the auto-
motive sector and the initial recovery stages in
the pipeline sector, while demand in the other
market segments was largely stable.

The Special Steel Division benefited mainly from
the prospering markets in the USA and Asia—
particularly China. In contrast, this division's
European markets continued to be subdued.
The broad-based positioning of the Metal Engi-
neering Division and the continuing good devel-
opment of all its business units enabled the divi-
sion to again post a very satisfactory quarterly
result.

In the Automotive Parts business segment, the
Metal Forming Division continued its very good
performance, however, compared to the previous
quarter, results for the Tubes & Sections business
segment were slightly down as the inventory
effects diminished. Overall, however, the division
continues to perform at a very solid level.

Report on the financial
key performance indicators
of the voestalpine Group

At EUR 2,826.7 million, the voestalpine Group
maintained the revenue in the first quarter at a
practically constant level in a year-to-year com-
parison. The slight decline by 2.4% compared
to the previous year (EUR 2,895.3 million) is
due mainly to structural changes in the Metal
Engineering Division, first and foremost, to the
closure of standard rail production in Duisburg,
which has resulted in commensurately lower
revenue. The development of revenue in the
other divisions was quite stable, although the
Steel Division and the Special Steel Division
faced slightly falling revenue due to the gener-
ally deflationary market environment (dropping
raw materials costs); the Metal Forming Division,

on the other hand, was able to increase revenue
somewhat.

In a year-to-year comparison, the operating result
(EBITDA) of the first quarter remained constant,
with the previous year's figure of EUR 363.5 mil-
lion being surpassed by EUR 0.2 million. Based
on this year's figure of EUR 363.7 million, the
EBITDA margin in the first quarter of 2014/15
was 12.9% (previous year: 12.6%).

Due to increased depreciation and amortization,
profit from operations (EBIT) declined slightly
(—1.4%) and is at EUR 218.4 million in the quarter
under review (previous year: EUR 221.6 million)
At 7.7%, the EBIT margin remained precisely the
same as in the first quarter of the previous year.
As a result of a drop in gross debt, combined with
lower financing costs and a more favorable de-
velopment of invested liquidity reserves, profit
before tax increased significantly to EUR 192.9
million in the first quarter of the business year
2014/15, compared to EUR 175.0 million in the
first quarter of the previous year, a plus of 10.2%.
Due to a slightly lower tax rate, profit for the
period grew by 12.2% to currently EUR 154.4 mil-
lion (previous year: EUR 137.6 million). In a year-
to-year comparison, earnings per share rose by
13.2% from EUR 0.68 to EUR 0.77.

Building on these results, equity rose as of
June 30, 2014 in a year-to-year comparison by
5.0% to EUR 5,416.4 million. Compared to the
closing date for the previous business year of
March 31, 2014 (EUR 5,261.0 million), this still
corresponds to an increase of 3.0%.

Net financial debt increased in a year-to-year
comparison by 7.1% to EUR 2,422.3 million, how-
ever, it remained constant compared to the closing
date for the previous business year (EUR 2,421.4
million; adjusted retroactively). Therefore, the
gearing ratio (net financial debt in percent of
equity) fell in the course of the first quarter of the
business year from 46.0% (adjusted retroactively)
as of March 31, 2014 to currently 44.7%.

As of June 30, 2014, the voestalpine Group had
47,463 employees (FTE), an increase of 2.0%
compared to the previous year's figure of 46,548
employees (FTE).



Quarterly development of the voestalpine Group

In millions of euros

Q12013/14
04/01-06/30/2013

Q22013/14°
07/01-09/30/2013

Q3 2013/14"
10/01-12/31/2013

Q4 2013/14"
01/01-03/31/2014

Revenue 2,895.3 2,748.1 2,625.4 2,808.4
EBITDA 363.5 316.9 319.2 374.4
EBITDA margin 12.6% 11.5% 12.2% 13.3%
EBIT 221.6 174.7 173.0 219.1
EBIT margin 7.7% 6.4% 6.6% 7.8%
Profit before tax 175.0 137.1 132.2 196.5
Profit for the period? 137.6 100.8 111.3 171.7
Employees

(full-time equivalent) 46,548 47,126 46,460 47,485

Q1 2014/15
04/01-06/30/2014

2,826.7
363.7
12.9%
218.4
7.7%
192.9
154.4

47,463

' Business year 2013/14 retroactively adjusted due to the application of IFRS 11 “Joint Arrangements” and due to the change in the method of
disclosure for results of entities consolidated according to the equity method (formerly reported as part of financial result, from April 1, 2014
onward, reported as part of EBIT). Further details are described under “General information/Accounting policies.*

2 Before deduction of non-controlling interests and interest on hybrid capital.

Quarterly development of the voestalpine Group

In millions of euros EBITDA
H EBIT
221.6 2191 218.4
174.7 173.0
Q12013/14" Q2 2013/14" Q32013/14" Q4 2013/14" Q1 2014/15

' Business year 2013/14 retroactively adjusted due to the application of IFRS 11 “Joint Arrangements” and due to the change in the method of
disclosure for results of entities consolidated according to the equity method (formerly reported as part of financial result, from April 1, 2014
onward, reported as part of EBIT). Further details are described under “General information/Accounting policies.”




the Warehouse & Rack Solutions business seg-
ment, project activity continues to be robust; the
excellent order situation practically guarantees
high capacity utilization and solid results for the
entire business year 2014/15.

Financial key performance indicators
Comparing the figures in the same quarter of
the previous year, in the first quarter of 2014/15,
the performance of the Metal Forming Division
was stable. Despite earnings that declined due
to lower pre-material costs, revenue in the first
quarter of 2014/15 improved by 0.7%, going
from EUR 597.9 million in the first quarter of
2013/14 to EUR 601.9 million in the quarter under
review. At EUR 68.9 million, the operating
result (EBITDA) remained constant compared
to the previous year (EUR 68.5 million). Thus, the
EBITDA margin in the first quarter of 2014/15
also remained precisely the same as in the first
quarter of 2013/14, at 11.5%. While earnings in
the Tubes & Sections business segment were
slightly below the previous year's figure, the
Automotive Body Parts business segment saw
an increase. In a year-to-year comparison, profit
from operations (EBIT) fell by 2.8% from EUR
46.1 million to EUR 44.8 million, resulting in an
EBIT margin of 7.4% (previous year: 7.7%).

As of the reporting date of June 30, 2014, the
number of employees (FTE) was at 11,423, which
is a gain of 2.7% compared to the same reporting
date in the business year 2013/14 (11,117 em-
ployees). This rise in the number of staff was due
primarily to the build-up of capacity as part of
the internationalization strategy.

Business transactions
with associated companies
or parties

Information regarding business transactions with
associated companies and parties is available in
the Notes.

Investments

In the first quarter of the business year 2014/15,
investment activity of the voestalpine Group
remained at a very high level; at EUR 184.4 mil-
lion, it was even 5.4% higher than the previous
year's figure of EUR 175.0 million. With the ex-
ception of the Special Steel Division, investment
volume grew in all divisions. Percentage-wise,
the Metal Forming Division saw the strongest
expansion due to its accelerated internationaliza-
tion strategy.

In the first quarter of 2014/15, the investments
undertaken by the Steel Division increased
by 12.4% from EUR 73.9 million in the previous
year to EUR 83.1 million. The Steel Division's
projects concentrated on cost optimization in
the production process and on the improvement
of its product mix. Important projects with regard
to the improvement of cost efficiency were the
installation of coal injection systems in all three
blast furnaces in Linz, Austria, as well as the con-
struction of a direct reduction plant in Texas, USA.
While the work on the coal injection systems
is already at an advanced stage (commissioning
is expected for the fall of 2014), construction of
the direct reduction plant is currently starting,
now that the permit and approval procedures
and preliminary work have been successfully
completed. With regard to further quality im-
provement of the Steel Division's product port-
folio, the following two projects should be espe-
cially highlighted: completion of the continuous
annealing line IT — "Kontigliihe II" — (production
of electrical sheet steel) in the early part of the
business year and the construction of a new heavy
plate rolling stand, which is scheduled for opera-
tional launch in the first half of the 2015 calendar
year.

The Special Steel Division's investments in the
first three months of the 2014/15 business
year equaled EUR 25.8 million, which places
them 29.3% under the level of the previous year
(EUR 36.5 million). In Shanghai, China, another



coating center (a greenfield project) was put into
operation at the beginning of the business year,
another step in the international growth of the
Value-Added Services business segment. For the
Eifeler Group, which specializes in top-quality,
innovative coatings for components, this is al-
ready the second site expansion after its takeover
by voestalpine in the business year 2012/13; the
same coating technology has been already suc-
cessfully implemented in Canada last year. Fur-
thermore, in other strategic sales regions of the
Special Steel Division, ongoing investments
are being made specifically in the expansion of
service activities, such as heat treatment, pre-
processing, and coating.

At EUR 33.7 million, the Metal Engineering Divi-
sion's investments in the first quarter of 2014/15
were 10.5% higher than the previous year's figure
(EUR 30.5 million). The investment in a new wire
rod mill at the Donawitz site in Austria, is currently
its most important project. Construction is on
schedule, and the first wire coils will be produced
in the spring of 2016 at what will then be the most
modern plant of this type in Europe. In addition
to the construction of the rolling mill, a new walk-
ing beam furnace will be built. A new walking
beam furnace will also be in use in the future in
the Rail Technology business segment; it fulfills
the toughest requirements as far as energy effi-
ciency is concerned and furthermore, it will en-
able yet another improvement in product quality.
With an increase of 24.5% from EUR 32.3 million
to EUR 40.2 million, the Metal Forming Division
saw the greatest rise in investment activity per-
centage-wise within the voestalpine Group, with
investments being focused on an accelerated
implementation of the internationalization strat-
egy. In China, investments in the Tubes & Sections
business segment and in the Automotive business
segment were completed on schedule, and the
facilities are currently in the run-up phase. An-
other project focused on the new product segment
“phs-ultraform" is in the preparatory phase at the
Shenyang site in China. The new facilities that
will deliver components to automotive customers

in the USA and South Africa are also on schedule
and in the run-up phase.

Employees

As of the reporting date June 30, 2014, the voest-
alpine Group had 47,463 employees (FTE, full
time equivalent) worldwide, a slight increase by
around 2.0% compared to the comparative figure
on the previous year's reporting date (46,548).
Temporary staff was up to 4,455 employees, a plus
of 4.5% compared to the first quarter of the busi-
ness year 2013/14 (BY 2012/13: 4,254).

As of the end of the first quarter of the current
business year, 1,372 apprentices were being
trained worldwide, 52 young people or 4.0% more
than as of June 30, 2013.

Research and development

In the research and development sector, voest-
alpine is pursuing a cooperative, decentralized
R&D strategy. It conducts research and develop-
ment at both its European and international sites
and, in the course of the past decade, has created
a global expertise network. National and inter-
national research and development collaborations
with universities as well as other research institu-
tions and competence centers form a back-up
structure that has proven itself over the course of
many years.

At the operational level, ongoing investments in
development and testing centers are the basis for
successful innovation. For example, the testing
center in the Seamless Tube business segment
was recently expanded to include a sour gas
laboratory, where the durability and service life
of oil and natural gas field tubes are tested directly
at the plant in order to create a basis for even
more sophisticated quality in the future.

The Steel Division expanded its development
center at the Linz site, Austria, to include a new
hot forming simulator that calculates how to



achieve optimal results from the direct hot
forming process by way of highly structured sim-
ulation tests. This simulator, which is unique
worldwide, was designed, developed, and built
in voestalpine's own research and development
facilities.

Current research focal points within the Special
Steel Division include further development of
high-performance tool steel, special materials
for the oil and natural gas industries, for the en-
ergy generation and aviation industries as well
as new concepts for hard coating tools, including
the necessary coating facilities.

Environment

The current objectives and mechanisms on the
part of the European Union regarding climate
and energy policy apply largely to the year 2020.
From the perspective of energy-intensive indus-
tries, it is particularly problematic that the protec-
tive mechanisms under the Emissions Trading
Directive to safeguard international competitive-
ness will be discontinued after 2020. It is against
this backdrop that the reform of the current
legal foundations and their configuration for
the period between 2020 and 2030 is being dis-
cussed. Should no appropriate measures for
energy-intensive industries be defined for the
period after 2020, the European steel association
EUROFER believes that the steel industry in
the EU will be facing costs of more than EUR 85.0
billion by 2030.

The Council of the European Union has recog-
nized this threat and instructed the Council
leadership and the EU Commission on March 21,
2014 to recommend measures for the prevention
of carbon leakage (migration of production due
to climate policy) by October 2014 in order to
make long-term, reliable planning for industrial
capital investments possible.

From the European steel industry's perspective,
these measures should—in any case—include
completely cost-free allocation of emission cer-

tificates to those companies, which are industry
leaders in the environmental sector, determined
on the basis of benchmarks that are achievable
both economically and technically and on the
basis of actual production quantities, without any
deductions or correction factors. They should also
contain a complete offset of any factors resulting
from climate policy by way of the price of electric-
ity. The application of these measures should be
standardized throughout the EU and be binding
in all of the member states.

In early July 2014, the European Commission
presented a political and legal initiative regarding
recycling management. The so-called “recycling
management package" consists of communica-
tions regarding recycling management (On the
path to a recycling economy: A zero waste pro-
gram for Europe"), "Green jobs," “Recycling in
the construction industry,” and a legislative pro-
posal for the amendment of six waste manage-
ment guidelines.

The Commission has thus defined the establish-
ment of a recycling economy as the objective of
European resource efficiency policy. It demon-
strates how new growth and job opportunities
result from a more efficient use of resources. The
basics of improved efficiency are innovative
design, products with greater capabilities and a
longer life cycle, improved production processes,
future-oriented business models, and technical
progress enable waste products to become re-
sources.

The communications regarding recycling man-
agement represent declarations of intent by the
European Commission and will be discussed
in the next months at the Commission level.
voestalpine will monitor these steps within the
scope of its activities in professional associations.

Outlook

As stated at the time of publication of the annual
financial statements 2013/14 two months ago,
the level of demand from the most important



customer industries is suggesting that develop-
ment for the rest of the year will be stable or—
even more probably—positive. Since then, noth-
ing has changed.

In particular, the broad-based upward trend in
the European automobile industry continues,
driven by both sustained high exports and in-
creasing demand within Europe. International
development in the oil and natural gas explora-
tion sectors continues to be stable at a high level,
and for the first time in about two years, major
projects for pipeline construction are being con-
tracted. The slight upward trend in the European
construction industry is continuing, albeit its
development differs sharply from region to region.
With the exception of China, the trend in the con-
ventional energy generation sector is still weak.
Performance in the consumer goods, white goods,
and electrical industries, as well as in most seg-
ments of the mechanical engineering industry,
however, remains stable at a level that is satisfac-
tory overall. The situation in the aviation, railway
infrastructure, and agricultural machinery sectors
continues to be favorable.

From a regional perspective, the major eco-
nomies—with the exception of South America—

are currently performing at a stable level, albeit
unspectacularly. In addition to increasing desta-
bilization in the Middle East, the Russia-Ukraine
conflict, whose concrete dimensions are still dif-
ficult to assess, represents a risk for the economic
situation, especially in Europe, although the
direct business interests of the voestalpine Group
in these regions are moderate (primarily project
development business). Purchases of ore from the
Ukraine have thus far not been impacted by the
conflict.

For the voestalpine Group, the current develop-
ment of the economy means practically full capac-
ity utilization in all four divisions. The current
order situation is very sound, and it is not ex-
pected that anything will change in the second
half of the calendar year.

This means that the outlook for the current busi-
ness year remains unchanged. Assisted by the
first positive effects of the EUR 900 million pro-
gram to optimize earnings over the next three
years, from the current vantage point, it can be
anticipated that the operating result (EBITDA)
and profit from operations (EBIT) of the voest-
alpine Group will be somewhat higher than the
figures for the past business year.



