STEEL DIVISION

MARKET ENVIRONMENT
AND BUSINESS DEVELOPMENT

The European steel industry experienced contra-
dictory developments in the calendaryear 20718.
While the year's first half was characterized by
excellent demand across practically all key cus-
tomer segments, the year’s second half saw
dramatic signs of a weakening in a number of in-
dustrial sectors. In turn, two distinct effects char-
acterized the steel industry’s positive trajectory
during the first half of the year. For one, the steel
production output of the European manufacturers
rose slightly yet again compared with the already
very good level in the previous year despite con-
tinued high imports. For another, steel prices sta-
bilized in the spot market at a high level despite
the decline in spot buying prices for iron ore. In-
creasingly, however, the sentiment darkened over
the summer. This development was driven mainly
by the sharp decline in the momentum of the
automotive sector, which plays an important role
particularly with respect to high-quality steel
products. In the early fall, the auto manufacturers
lowered their order call-ups, on short notice and
in part substantially, owing to the new Worldwide
Harmonized Light Vehicle Test Procedure (WLTP).
The stricter requirements that went into effect as
of September 2018 had a massive effect on the
German automakers, in particular, which tradi-
tionally offer a broad range of both models and
options. Aside from the automotive industry,
orders from the white goods and consumer goods
industry also declined—in part substantially—over
the course of the business year. However, the me-

chanical engineering and construction industries,
both of which are equally relevant to the Steel
Division, developed along a satisfactory trajec-
tory throughout the business year 2018/19, even
though individual segments of the mechanical
engineering industry began to display the first
signs of weakness toward the end of the year.

In addition to the fact that the economic envi-
ronment was becoming more challenging overall
as the year wore on, the steel industry in Europe
was also affected by critical trade policy deci-
sions. The international flow of goods changed
the moment the Section 232 import tariffs, which
were imposed to protect the US steel industry,
went into effect. Absent sufficient capacity in their
respective domestic markets to soak up the ex-
cess, Turkish and Russian producers, forexample,
switched their focus increasingly on the European
Single Market. As follows from the resulting high
level of imports up to the end of the business year,
neither the temporary protective mechanisms
(“Safeguard Measures”) that the European Com-
mission enacted in mid-July 2018 nor the final
ones had any effect.

The fourth quarter of the business year 2018/19
saw a significant price increase in iron ore with
the resulting pressure on margins. This was due
to the shortage of supply following a dam break
in a Brazilian mine, for one, and a tropical cyclone
in Western Australia, for another. Consequently,
in the first few months of the calendar year 2019
orders remained slightly below the very good level
during the same period the previous year.

The delivery volumes in the Steel Division during
the business year 2018/19 fell somewhat short
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KEY FIGURES OF THE STEEL DIVISION

In millions of euros 2017/18 2018/19 Change
in %

Revenue 4,772.7 4,887.3 2.4

EBITDA 908.2 653.2 -28.1

EBITDA margin 19.0% 13.4%

EBIT 592.9 319.0 -46.2

EBIT margin 12.4% 6.5%

Employees (full-time equivalent) 11,020 10,877 -1.3

year over year due to the complete overhaul (re-
lining) of the Group’s largest blast furnace,
which is located at its Linz site in Austria. The re-
pairs, which took more than three months, reduced
the production of crude steel by around one mil-
lion tons. Good capacity utilization was main-
tained at the downstream rolling facilities thanks
to pre-materials inventories that had been built
up in the preceding periods as well as purchases
of pre-materials despite the considerably greater
complexity of the operating processes.

Owing to its strong position in the demanding
deep-sea pipeline segment, the Heavy Plate busi-
ness segment delivered excellent performance
in the business year 2018/19 even though the
markets remained hesitant overall. In the business
year’s third quarter, however, provisions had to
be set up in view of potentially adverse financial
effects from a pending investigation by the Ger-
man Federal Cartel Office (Bundeskartellamt).
The direct reduction plantin Corpus Christi, Texas,
USA, succeeded in leveraging largely good mar-

ket conditions in the business year 2018/19 only
in part, because its production volume had fallen
below normal capacity on account of non-recur-
ring effects. These arose from planned produc-
tion stoppages (a scheduled three-week mainte-
nance shutdown in June) as well as unplanned
plant shutdowns such as the two-week production
stoppage resulting from heavy rains and floods
in September 2018 as well as a gas pipe break
that occurred a short while later. Subsequently,
the plant’s production capacity stabilized over
the course of the business year’s second half.

FINANCIAL KEY PERFORMANCE
INDICATORS

While the Steel Division did see a slight year-over-
yedar increase in revenue in the business year
2018/19, it had to contend with significant losses
in earnings. At EUR 4,887.3 million, the division
generated revenue growth of 2.4% compared
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with the previous year’s figure of EUR 4,772.7
million. Hence it succeeded in offsetting the neg-
ative effects of the complete overhaul (relining)
of its most important blast furnace with the help
of the very good product mix of the Heavy Plate
business segment. While the division’s production
of crude steel fell by about 20% year over year
due to the blast furnace repairs, the delivery vol-
umes declined by less than 10% thanks to both
pre-production and purchases of semi-finished
goods (slabs).

But the overhaul of the blast furnace had a greater
impact on earnings. Together with the provisions
related to the pending investigation by the Ger-
man Bundeskartellamt of the Heavy Plate busi-
ness segment, the repairs are the main cause of
the division'’s lower profitability year over year. In
the second half of the business year 2018/19,
moreover, the division was confronted with de-
clining momentum in individual customer seg-
ments, as described in the section on the Group’s
business performance. As already explained
above too, the HBI plant in Texas, USA, was un-
able to live up toits earnings potential, especially
in the business year's first half, due to non-recur-
ring effects. Against this backdrop, the operating
result (EBITDA) of the Steel Division in the business
year 2018/19 fell by 28.1% to EUR 653.2 million
(margin of 13.4%), down from the excellent level
of EUR 908.2 million in the previous year (margin

of 19.0%). The profit from operations (EBIT)
dropped by 46.2% in the same period, from EUR
592.9 million (margin of 12.4%) to EUR 319.0 mil-
lion (margin of 6.5%).

The quarter-on-quarter (QoQ) comparison be-
tween the fourth and the third quarterof 2018/19
shows that the Steel Division delivered not just a
surge inincome, but also an increase in revenue.
In the business year's fourth quarter, the division
succeeded in boosting its revenue by 10.4% com-
pared to the preceding quarter, from 1,174.5 mil-
lion to EUR 1,297.2 million. This was due above
all to the seasonal expansion of the delivery vol-
umes whereas short-term price levels were slightly
weaker.

Asthe individual earnings categories were signifi-
cantly affected in the business year’s third quar-
ter by the provisions for the antitrust investigation
of the Heavy Plate segment, the Steel Division’s
EBITDA soared from EUR 105.5 million to EUR
205.3 million quarter on quarter, causing the
EBITDA marginto jump from 9.09%to 15.8%. The
EBIT multiplied several times over during the same
period, from EUR 19.3 million to EUR 118.0 mil-
lion, boosting the EBIT margin from 1.6% to 9.1%.

As of March 31, 2019, the Steel Division had
10,877 employees (FTE), a decrease of 1.3% com-
pared with the figure (11,020 employees) as of
the previous year's reporting date.
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CUSTOMERS OF THE STEEL DIVISION

As percentage of divisional revenue, business year 2018/19

19%

37%
Automotive

5%

Energy Mechanical engineering
3% 27%
White goods/Consumer goods Other
9%
Building/Construction
MARKETS OF THE STEEL DIVISION
As percentage of divisional revenue, business year 2018/19
11%
NAFTA
2%
South America
78%

3%
Asia

6%
Rest of world

QUARTERLY DEVELOPMENT OF THE STEEL DIVISION

European Union
(of which Austria: 16%)

In millions of euros 1st quarter 2n quarter 37 quarter 4t quarter BY

2018/19 2018/19 2018/19 2018/19  2018/19
Revenue 1,276.4 1,139.2 1,174.5 1,297.2 4,887.3
EBITDA 223.9 118.5 105.5 205.3 653.2
EBITDA margin 17.5% 10.4% 9.0% 15.8% 13.4%
EBIT 145.0 36.7 19.3 118.0 319.0
EBIT margin 11.4% 3.2% 1.6% 9.1% 6.5%
Employees (full-time equivalent) 11,111 10,972 10,788 10,877 10,877
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HIGH PERFORMANCE
METALS DIVISION

MARKET ENVIRONMENT
AND BUSINESS DEVELOPMENT

While highly positive customer order levels in all
important sales regions and/or industrial seg-
ments still characterized the market environment
of the High Performance Metals Division at the
start of the business year 2018/19, weakening
trends began to emerge afterthe summerof 2018.
Considered in regional terms, particularly Europe
and China increasingly saw a dampening of eco-
nomic sentiment; considered in sectoral terms,
primarily the automotive and the consumer goods
industry were affected by the declining momen-
tum. Given the division’s global alignment, the
fact that protectionist policies intensified world-
wide throughout the year—especially the trade
war of the United States against China—tended
to have a negative effect on its performance. By
contrast, the market environment of the aero-
space as well as the oil and natural gas industry
remained stable at a positive level throughout
the business year 2018/19.

In the aerospace industry—for which the High
Performance Metals Division produces special
steel parts based on titanium alloys, high-alloyed
steels, and nickel-based alloys—the acquisition
by Airbus of Bombardier's C-Series and the acqui-
sition by Boeing of Embraer’s civilian aircraft seg-
ment enabled these two major aircraft manufac-
turers to further expand their dominating market
positions. Although Boeing has announced in the
wake of the turbulence caused by its 737 MAX
aircraft family that it will lower its monthly con-
struction rates and Airbus, for its part, has an-

nounced that it will cease production ofthe world'’s
largest passenger aircraft (the A380) starting in
the calendaryear 2021, the division does not ex-
pect any weakening of the sector in the foresee-
able future. The product segment that is focused
on special materials for the oil and natural gas
industry also succeeded in boosting sales year
overyear. In addition, this customer segment de-
veloped and produced first sophisticated com-
ponents using the additive 3D manufacturing
process in the business year 2018/19.The oil and
natural gas sector offers the division a market
with a highly promising future in the realm of 3D
printing, because batch sizes are relatively small,
materials are expensive, and product designs are
complex.

In the tool steel product segment of the High Per-
formance Metals Division, where the automotive
and the consumer goods industry are its main
customers, the distortions in Europe’s automotive
sector in the second half of the calendar year
2018 caused order levels to shrink. The meltdown
of automotive sales in Europe resulting from the
new emissions testing procedure (the Worldwide
Harmonized Light Vehicle Test Procedure - WLTP)
has greatly diminished the automotive industry’s
need forinvestments. The new test cycle also had
potentially adverse effects on the broad range
of auto models and options—an important driver
of demand for tool steel. Even the European
mechanical engineering industry, with its tradi-
tionally high export rate, had to contend with a
potential dampening of economic sentiment due
to the globally growing protectionism. In addition,
theisolationist stance of the United States increas-
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KEY FIGURES OF THE HIGH PERFORMANCE METALS DIVISION

In millions of euros 2017/18 2018/19 Change
in %

Revenue 2,918.0 3,136.3 7.5

EBITDA 453.9 434.9 -4.2

EBITDA margin 15.6% 13.9%

EBIT 297.6 280.0 -5.9

EBIT margin 10.2% 8.9%

Employees (full-time equivalent) 14,274 14,398 0.9

ingly caused international providers to shift to
the European tool steel market. As a result, it was
no longer possible to offset rising pre-materials,
energy, and electrode prices in full by raising sale
prices in the standard product segment.

In China, the dampening of economic sentiment
in the automotive industry was due primarily to
the country’s growing trade war with the United
States, which had an impact not least on con-
sumers’ reluctance to make new vehicle purchas-
es. But tool exports from China to the US also
declined in the wake of the latter’s growing pro-
tectionism—with correspondingly negative effects
on demand fortool steel, the division’s main prod-
uct segmentin China. While the consumer goods
industry remains a key economic sector in Asia’s
largest economy, individual labor-intensive sec-
tors such as the electrical or toy industry have
already shifted their operations to countries in
Southeast Asia, where unit labor costs are lower.
Brazil's economic development in the calendar

year 2018 saw a slight recovery. A corruption
scandal had brought activities in the country’s oil
exploration industry practically to a standstill for
years, but the sector experienced a slight upturn
in 2018. Both the licensing of private oil producers
and the enactment of programs aimed at kick-
starting investments launched a new oil exploration
investment cycle in the country. In North America,
the High Performance Metals Division benefited
from stable developments in this sector, not least
because most of its applications for exemption
from the US’s punitive tariffs were granted.

Regarding capacity utilization, particularly the
division’s production facility in Wetzlar, Germany,
was greatly affected by the weakening of eco-
nomic sentiment in Europe due to customers’
caution in purchasing plastic mold steel. More-
over, the weakness in energy engineering, which
has continued unabated foryears, as well as com-
petitors’ resulting shift to large-mold toolmaking
have intensified competitive pressures, in turn
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triggering comprehensive cost control measures.
The pressure on volumes in China due to ever-
shortening order cycles had a negative impact
on capacity utilization at the High Performance
Metals Division'’s facility in Hagfors, Sweden, which
has traditionally been strongly aligned with South-
east Asia and China in sales terms. Capacity utili-
zation at the production facilities in Kapfenberg,
Austria, by contrast, remained solid throughout
thanks to their focus on the oil and natural gas
industry as well as aerospace customer segments.
In the business year 2018/19, the division’s pro-
duction plant in Sumaré, Brazil, substantially
improved its performance year over year.
Although the given market shows weaknesses in
some regions, the Value Added Services business
segment is focused on expanding its one-stop
shop (OSS) strategy with the aim of continuing to
push its technical consulting expertise—the key
to success. Due to slowing momentum in China’s
tool steel market, the division’s local service cen-
ters are delivering declining yet still satisfactory
performance.

FINANCIAL KEY PERFORMANCE
INDICATORS

Rising alloy costs and the associated price in-
crease overall boosted the revenue of the High
Performance Metals Division by 7.5% to EUR
3,136.3 million (previous year: EUR 2,918.0 million).
Year-over-year developments in delivery volumes
were generally stable subject, however, to a de-
clining trend in the business year's second half.

In earnings terms, the division’s performance in
the business year 2018/19 was slightly weaker

year over year. In the business year’s first six
months, earnings growth remained at the same
level as inthe previous year. In the business year’s
second half, stiffening competition made itimpos-
sible to translate the raw materials and energy
price increases for standard grades in both Europe
and China into higher prices which, in turn, led to
production cuts. On the whole, therefore, the op-
erating result (EBITDA) fell by 4.2% from EUR 453.9
million (margin of 15.6%) in the previous business
year to EUR 434.9 million (margin of 13.9%) in
the business year 2018/19. The profit from oper-
ations (EBIT) fell accordingly by 5.9%, from EUR
297.6 million (margin of 10.2%) to EUR 280.0 mil-
lion (margin of 8.9%).

The quarter-on-quarter (QoQ) comparison ofthe
third and fourth quarters of 2018/19 shows an
improvement in the key performance indicators.
Due to a roughly 10% increase in delivery vol-
umes as well as higher pre-materials prices, the
division’s revenue rose QoQ by 11.7%, from EUR
757.4 million to EUR 839.0 million. Against the
backdrop of the growing delivery volume, EBITDA
improved by 28.9%, from EUR 89.6 million in the
third quarter to EUR 115.5 million in the fourth
quarter, thus also raising the EBITDA margin from
11.9% to 13.8%. The division even succeeded in
boosting EBIT by 40.0%, specifically, from EUR
571.8 million (margin of 6.9%) to EUR 72.5 million
(margin of 8.6%).

As of March 31, 2019, the High Performance
Metals Division had 14,398 employees (FTE). This
corresponds to anincrease of 0.9% overthe num-
ber (14,274 FTE) as of the previous year's report-
ing date.
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CUSTOMERS OF THE HIGH PERFORMANCE METALS DIVISION

As percentage of divisional revenue, business year 2018/19
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MARKETS OF THE HIGH PERFORMANCE METALS DIVISION

As percentage of divisional revenue, business year 2018/19

54%
15% European Union
NAFTA (of which Austria: 5%)
17% 8%
Asia Rest of world
6%
South America

QUARTERLY DEVELOPMENT OF THE HIGH PERFORMANCE METALS DIVISION

In millions of euros 1st quarter 2n quarter 37 quarter 4t quarter BY
2018/19 2018/19 2018/19 2018/19  2018/19

Revenue 780.3 765.6 7514 839.0 3,136.3
EBITDA 129.2 100.6 89.6 115.5 434.9
EBITDA margin 16.6% 13.1% 11.9% 13.8% 13.9%
EBIT 91.9 63.8 51.8 72.5 280.0
EBIT margin 11.8% 8.3% 6.9% 8.6% 8.9%
Employees (full-time equivalent) 14,344 14,528 14,443 14,398 14,398
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METAL ENGINEERING

DIVISION

MARKET ENVIRONMENT
AND BUSINESS DEVELOPMENT

The Metal Engineering Division was organization-
ally realigned in the business year 2018/19 so
that it can continue to push intra-Group collab-
oration, for one, and present itself to customers
as a provider of complete, demanding systems
solutions, for another. As a result, those areas that
provide innovative rails, turnout, and signaling
technology products and systems solutions for
international rail infrastructure projects were
brought together in the new “Railway Systems”
business segment. Following the same basic ap-
proach, the division’s expertise in the formerly
separate segments—Wire Technology, Tubulars,
and Welding Consumables—was combined in the
new “Industrial Systems” business segment.

In the Railway Systems business segment, the rail
technology product segment recently lost some
of its momentum after experiencing a slight up-
tick at the start of the business year, because it
was unable in the short term to fully offset higher
pre-material costs by way of pricing. While de-
mand was solid overall in Europe’s core markets—
particularly due to catch-up effects related to
maintenance investments, less so due to new rail-
way tracks—the overseas markets that are key to
the rail technology segment were faced with dif-
ficult market conditions that continued unabat-
ed, especially with respect to competition. None-
theless, analyzed over the entire business year
capacity utilization at the division’s plants was
pleasing. The introduction (already under way) of
a new generation of heat-treated high-perfor-

mance tracks enables the Railway Systems busi-
ness segment to once again aim for greater dif-
ferentiation vis-a-vis the competition so that it
can use the resulting innovation advantage to
circumvent the price pressures that have grown
in recent years as much as possible.

The turnout systems product segment, by con-
trast, was able to carry over its excellent perfor-
mance in recent years into the business year
2018/19 as well. Thanks to its strong market po-
sition, this segment is not only exposed to less
competitive pressure, it can also leverage its com-
prehensive global presence to better offset mar-
ket weaknesses in individual regions. Because
materials account for a relatively small share of
the division’s total costs, increases in the cost of
raw materials associated with turnout production
are a much smaller challenge than is the case in
rail production. In market terms, the segment en-
joyed largely stable demand in Europe’s core
markets. Following project postponements at
the start of the business year, market conditions
in China were attractive, especially in the high-
speed sector. In order to benefit from the exten-
sive mass transit infrastructure projects, currently
the division is working on establishing a second
turnout production facility in China in collabora-
tion with a renowned joint-venture partner. In
North America, the market environment in the
heavy haul and transit traffic segments was good.
Activities in Australia’s and Brazil's mining regions
also continued to be successful, whereas project
activity in South Africa was as volatile as before.
The relatively new signaling product segment,
which is positioning itself in the market as a pro-
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KEY FIGURES OF THE METAL ENGINEERING DIVISION

In millions of euros 2017/18 2018/19 Change
in %

Revenue 2,989.7 3,147.1 5.3

EBITDA 372.0 369.0 -0.8

EBITDA margin 12.4% 11.7%

EBIT 191.0 202.0 5.8

EBIT margin 6.4% 6.4%

Employees (full-time equivalent) 13,4871 13,501 0.1

vider of complete solutions and delivers digital
sensor technology to railway operators, is in the
process of rolling out its business model selectively
from Europe to the rest of the world.

Declining momentum in the European automo-
tive market characterized the economic environ-
ment of the Industrial Systems business segment
overthe course of the business year 2018/19; this
had a dramatic effect on the wire technology
product segment, which is strongly aligned with
the automotive sector. While the sentimentin the
European automotive industry was still positive in
the first quarter of the business year 2018/19,
orders began to decline as the year wore on due
to the introduction of the new emissions rules
under the WLTP. Although the auto manufactur-
ers' production figures subsequently stabilized at
the start of the calendar year—albeit at a slightly
lower level year over year—the recovery of the
wire technology segment remained sluggish, be-
cause large inventories within the delivery chain
had to be reduced first.

The challenging conditions in the tubulars prod-
uct segment, by contrast, did not stem from any
weakening in the economic environment, but in-
stead from the imposition of protectionist Section
232 tariffs on imports of steel products into the
United States. In market terms, the US rig count
(active/inactive drilling operations), which serves
as an indicator of the development of demand
in the important US oil and natural gas market,
remained stable during the business year 2018/19.
Before the Section 232 tariffs took effect, how-
ever, the oil and gas field equipment suppliers
sharply built up their inventories in the expecta-
tion that prices would rise significantly on account
of the import duty of 25% that would be collect-
ed asofJune 1, 2018; subsequently, these inven-
tories were once again cut back to average levels
by the end of the calendar year 2018.

The measures taken in years past with respect to
cost-cutting and efficiency enhancement pro-
grams in the welding consumables product seg-
ment delivered significantly positive effects in the
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businessyear 2018/19. In market terms, however,
the performance of this product segment, which
is strongly aligned with the energy sector, was
just average. As a result, demand for welding
consumables in China remained at a solid level,
while the dampened economic sentiment in Eu-
rope continued unabated. As any upturn is ex-
pected to be restrained in the medium term, too,
this product segment is focused on expanding
niche segments, for one, and on pushing its
collaboration with other voestalpine companies
with the aim of developing new business oppor-
tunities.

FINANCIAL KEY PERFORMANCE
INDICATORS

The performance of the Metal Engineering Divi-
sion in the business year 2018/19 with respect to
its key performance indicators was more or less
stable. Its revenue rose slightly by 5.3%, from EUR
2,989.7 millionto EUR 3,147.1 million. This increase
largely stems from higher prices in consequence
of higherraw material costs. The tubulars product
segment, forits part, succeeded in expanding its
sales volume in the important US market in spite
of the import tariffs that were imposed.

At EUR 369.0 million, the operating result (EBITDA)
in the business year 2018/19 was at the previous
year’s level (EUR 372.0 million), but the EBITDA
margin of at 11.7% was slightly lower year over
year (12.4%) on account of the higher revenue.
While the operating performance of the Railway
Systems business segment weakened somewhat,
the Industrial Systems business segment succeed-
ed in improving its performance. Given that the
results for the business year 2017/18 included

EUR 15 million in negative one-time effects from
impairment losses on property, plant and equip-
mentin the ultra-high-strength fine wire segment
(wire technology product segment), the profit from
operations (EBIT) improved by 5.8% from EUR
1971.0 million to EUR 202.0 million, in turn keeping
the EBIT margin steady at 6.4%.

The quarter-on-quarter (QoQ) comparison of
the fourth quarter of the business year 2018/19
with the third quarter clearly shows that while rev-
enue grew moderately, earnings improved sig-
nificantly. As in the year-over-year comparison,
the Industrial Systems business segment was re-
sponsible for the growth in revenue here too, be-
cause it benefited from rising delivery volumes of
wire and seamless tube products, whereas the
Railway Systems business segment delivered sta-
ble performance. As a result, revenue climbed
by 7.4% from EUR 771.3 million to EUR 828.4
million. However, thanks to the convincing per-
formance of its turnout systems product segment,
the Railway Systems business segment posted
the strongest increase in earnings. The Industrial
Systems business segment, forits part, succeeded
in improving the operating results of all of its
product segments. In sum, therefore, the division’s
EBITDA rose by more than one third between the
third and the fourth quarter of the business year
2018/19, from EUR 78.4 million (margin of 10.2%)
to EUR 106.8 million (margin of 12.9%). The EBIT
even skyrocketed by 76.0%, from EUR 36.7 mil-
lion (margin of 4.8%) to EUR 64.6 million (margin
of 7.8%).

At 13,501, the number of employees (FTE) in the
Metal Engineering Division at the end of the busi-
nessyear 2018/19 was atthe same level asin the
previous year (13,481).
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CUSTOMERS OF THE METAL ENGINEERING DIVISION

As percentage of divisional revenue, business year 2018/19
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MARKETS OF THE METAL ENGINEERING DIVISION
As percentage of divisional revenue, business year 2018/19
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QUARTERLY DEVELOPMENT OF THE METAL ENGINEERING DIVISION

In millions of euros 1st quarter 2n quarter 37 quarter 4t quarter BY

2018/19 2018/19 2018/19 2018/19  2018/19
Revenue 799.8 747.6 771.3 828.4 3,147.1
EBITDA 98.5 85.3 78.4 106.8 369.0
EBITDA margin 12.3% 11.4% 10.2% 12.9% 11.7%
EBIT 56.3 44 4 36.7 64.6 202.0
EBIT margin 7.0% 5.9% 4.8% 7.8% 6.4%
Employees (full-time equivalent) 13,577 13,512 13,377 13,501 13,501
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METAL FORMING

DIVISION

MARKET ENVIRONMENT
AND BUSINESS DEVELOPMENT

The market environment of the Metal Forming
Division’s two highest-grossing business segments,
Automotive Components and Tubes & Sections,
was characterized by declining momentum in the
business year2018/19, whereas the performance
of the two smaller business segments, Precision
Strip and Warehouse & Rack Solutions, was highly
satisfactory throughout the business year. The
fact that the division fell short of its performance
in recent years stems not only from the dampen-
ing of economic sentiment, but also from the
massive increase in the start-up costs of a new
automotive component plant in the United States.
Following a solid start into the business year, de-
mand from automotive manufacturers in Europe
dropped sharply in the fall of 2018. The new World-
wide Harmonized Light Vehicle Test Procedure
(WLTP) led to extensive cancellations of order call-
ups afterthe previously announced summer plant
closures, some of which were extended. This test-
ing procedure, which has been binding on all
newly licensed passenger car models since Sep-
tember 1, 2018, triggered a massive decline in
sales in the European automotive industry. In con-
trast to the testing procedure that was replaced,
compliance with emission standards now applies
not just to series models, but also to models con-
taining optional component packages that affect
fuel consumption. The new test cycle posed a
massive challenge particularly for those auto
manufacturers that offer a wide range of models
and options, with the result that models that had

not yet been licensed were simply removed from
the market. Against this backdrop, customers
delayed their car purchases, thus bringing the
upward trend in new vehicle registrations that
Europe had experienced for many years to a
grinding halt. In Germany, Europe’s largest auto-
motive market, discussions concerning bans on
older diesel-powered vehicles in major German
cities also contributed to consumers’ uncertainty.
The mood did not improve until the start of the
calendaryear 2019, but sales volumes in Europe
continued to fall short of the excellent results
achieved in the same period the previous year.
While the automotive market in the United States
stagnated at a good level in 2018, China expe-
rienced a sharp downturn in sales figures after
the summer particularly with respect to domestic
models. There, curtailed spending is due, for one,
to the United States’ ongoing trade war against
China and, for another, to driving bans in China’s
metropolitan areas. The German premium pro-
ducers, by contrast, were able to continue their
growth trajectory in China in the calendar year
2018, too, despite the increase in tariffs on vehi-
cles imported from their plants in the US.

While the distortions in the automotive sector
of the single EU market at the European sites of
the Automotive Components business segment
clearly led to lower capacity utilization, especially
in the second and third quarter of the business
year 2018/19, the level of capacity utilization
improved again in the business year’s last quar-
ter. Thanks to the focus on the German premium
segment, demand at the division’s sites beyond
Europe—i.e. in China, South Africa, and North
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KEY FIGURES OF THE METAL FORMING DIVISION

In millions of euros 2017/18 2018/19 Change
in %

Revenue 2,743.4 2,937.4 7.1

EBITDA 325.2 213.3 -34.4

EBITDA margin 11.9% 7.3%

EBIT 212.8 93.8 -55.9

EBIT margin 7.8% 3.2%

Employees (full-time equivalent) 12,003 12,240 2.0

America—was very good throughout the business
year. But the Cartersville, Georgia, USA, site, which
was established in recent years, had to contend
with massive start-up cost increases in the past
business year in connection with series produc-
tion. Difficulties in the plant’s complex production
and logistics processes made it impossible to sup-
port the challenging production launch of new
car models as planned. Aside from higher oper-
ating expenses during the start-up phase, the re-
sulting significant start-up cost overruns were also
due to the fact that orders were shifted to voest-
alpine’s Automotive Components companies in
Europe as well as to international automotive
suppliers. Intensive work was undertaken with the
comprehensive help of internal support as well
as external sources to address the areas in which
problems had occurred and thus to boost pro-
ductivity on an ongoing basis. Yet the fallout from
these developments will affect the business year
2019/20 as well.

Inthe businessyear2018/19, the Tubes & Sections
business segment operated in an altogether aver-
age market environment. In Continental Europe,
the segment benefited from the solid sentiment
in the commercial vehicle, construction machin-
ery, and agricultural machinery sector. Good mar-
ket conditions in the construction industry also
continued unabated. In Great Britain, however,
the negative effects of the country’s impending
withdrawal from the single European market have
intensified. Although the Tubes & Sections busi-
ness segment succeeded in gaining market share
in the business year 2018/19 in the EU’s second-
largest economy, the segment’s performance fell

slightly short of that in the previous year. The pas-
sive safety components product segment, which
manufactures high-tech tube components for
safety belt tensioners as well as airbags among
other things, clearly felt the consequences of
the declining momentum in both Europe’s and
China’s automotive sector. In Brazil, the slight
economic recovery that had started in the pre-
vious year carried over into the business year
2018/19, with a focus on the implementation of
solarand photovoltaics projects which, thanks to
new and more economical technologies, have
become increasingly independent of official sup-
port programs. In the United States, customer
orders in the key customer segments—the aero-
space and the construction industry—were posi-
tive throughout.

In the Precision Strip business segment, the over-
heating trends of the previous business year
gave way in the business year 2018/19 to solid
customer order levels. The extraordinarily long
delivery schedules for special strip steel, bi-metal
as well as saw steel have again returned to nor-
mal. Market conditions in both Europe and China
were characterized by growing competition from
Chinese producers. It has become increasingly
difficult, furthermore, to pass the sharply rising
alloy surcharges on to the customers. Based on
its excellent international market position, the
Precision Strip segment delivered highly satis-
factory performance in the past business year as
well.

The Warehouse & Rack Solutions business seg-
ment, which is specialized in the production and
assembly of high-bay warehouses and system
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racks, succeeded in carrying the excellent sen-
timent of previous years over into the past busi-
ness year. A multitude of industrial sectors have
demand for this segment’s comprehensive ex-
pertise that ranges from the production of sec-
tions all the way to turnkey solutions. In particular,
however, both the unbroken trend toward online
sales and the associated investments in efficient
warehousing systems are having a continued
positive effect on this business segment’s project
activity, which benefited particularly in North
America from growing automation in high-bay
warehouses.

FINANCIAL KEY PERFORMANCE
INDICATORS

While the Metal Forming Division did see a year-
over-yedrincrease in revenue in the business year
2018/19, it had to contend with significant losses
in earnings. Specifically, revenue rose by 7.1%
from EUR 2,743.4 million to EUR 2,937.4 million.
This revenue growth was driven by the biggest
revenue-generating business segments, Automo-
tive Components and Tubes & Sections, whereas
the revenue of the two smaller business segments,
Precision Strip and Warehouse & Rack Solutions,
dropped slightly. While the sales volume in Auto-
motive Components rose sharply owing to the
expansion of the segment’s business activity at
sites outside of Europe, this segment also was the
main driver of the massive decline in the operat-
ing result in the business year 2018/19. In North
America, the expansion activities in the automo-
tive segment led in the business year to significant
start-up cost overruns relative to the initial plan-
ning. Yet the Tubes & Sections business segment
also delivered slightly weaker performance. While
the overheating trends of the previous business
year in Precision Strip led to weaker but still very
solid results, the Warehouse & Rack Solutions seg-
ment succeeded inimproving its performance yet

again compared to its very good performance
in the previous business year. Nevertheless, the
division’s operating result (EBITDA) declined year
overyear by more than one third, from EUR 325.2
million (margin of 11.99%) in the previous year
to EUR 213.3 million (margin of 7.3%) in the busi-
ness year 2018/19. The profit from operations
(EBIT) even dropped by more than one half, from
EUR 212.8 million (margin of 7.8%) to EUR 93.8
million (margin of 3.2%).

The quarter-on-quarter (QoQ) comparison be-
tween the third and fourth quarters of 2018/19
shows an improvement in the division’s key per-
formance indicators. Its revenue rose by 13.7%
from EUR 698.3 million to EUR 794.0 million, with
all four business segments contributing to this
outcome. As the increase in start-up costs related
to the division's automotive activities in North
Americawere largely incurred in the third quarter
and only to a minor extent in the fourth, the QoQ
comparison shows that while the Metal Forming
Division succeeded in significantly boosting its
results, its performance overall fell short of the
expectations at the start of the business year
2018/19, even in the year’s final quarter. Aside
from the Automotive Components business seg-
ment, the Tubes & Sections business segment also
improved its fourth-quarter results over those in
the preceding quarter, but the Precision Strip and
Warehouse & Rack Solutions business segments
delivered stable performance. Against this back-
drop, the division’s EBITDA improved between
the third and the fourth quarter from EUR 1.2 mil-
lion (margin of 0.2%) to EUR 59.5 million (margin
of 7.5%) and its EBIT from EUR -28.8 million
(margin of -4.17%) to EUR 28.2 million (margin of
3.5%).

At 12,240, the number of employees (FTE) in the
Metal Forming Division as of March 31, 2019,
surpassed the previous year's figure (12,003) by
2.0%. This increase is largely due to the expan-
sion of activities in the automotive segment.
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CUSTOMERS OF THE METAL FORMING DIVISION

As percentage of divisional revenue, business year 2018/19
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MARKETS OF THE METAL FORMING DIVISION
As percentage of divisional revenue, business year 2018/19
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QUARTERLY DEVELOPMENT OF THE METAL FORMING DIVISION

In millions of euros 1st quarter 2n quarter 37 quarter 4t quarter BY

2018/19 2018/19 2018/19 2018/19  2018/19
Revenue 748.0 697.1 698.3 794.0 2,937.4
EBITDA 84.4 68.2 1.2 59.5 213.3
EBITDA margin 11.3% 9.8% 0.2% 7.5% 7.3%
EBIT 55.7 38.7 -28.8 28.2 93.8
EBIT margin 7.5% 5.6% -4.1% 3.5% 3.2%
Employees (full-time equivalent) 11,938 12,052 11,983 12,240 12,240
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