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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