STEEL DIVISION

MARKET ENVIRONMENT
AND BUSINESS DEVELOPMENT

While a dampening of sentiment had already
begun to make itself felt in the European steel
market since the second half of the business year
2018/19, the situation deteriorated dramatically
inthe business year 2019/20. This extremely chal-
lenging development culminated in the fallout
from the COVID-19 pandemic toward the close
of the reporting period.

Demand for steel products had noticeably cooled
off as early as at the start of the business year,
due mainly to the slowing of demand in the auto-
motive, the mechanical engineering as well as
the white goods and consumer goods industries.
Solely the construction industry remained robust
throughout.

The decline in demand contrasted starkly with the
significant growth of steel imports into Europe. In
the final analysis, these imports were the outcome
of the United States’ Section 232 protectionist
tariffs, which practically closed off the country’s
market from the rest of the world, diverting the
global flow of goods elsewhere. Europe’s attempt
to protect its own (steel) market from this fore-
seeable development by enacting “Safeguard
Measures” was not particularly effective, inevitably
causing steel prices in Europe to decline. Unlike
similar events in the past, however, this time the
prices for the most important raw materials used
in steelmaking did not decline also.

China, the world’s largest steel producer by far,
turned out yet again to be a key factor in the de-
velopment of the cost of raw materials worldwide.

To stimulate its own economy, China launched
an investment program aimed at the infrastruc-
ture, construction, and real estate industries, in
turn pushing the country’s pig iron production to
new highs. The demand for iron ore also rose to
new highs as a result. Owing to the fatal dam
break in a Brazilian iron ore mine, iron ore sup-
plies had already tightened during this period,
putting yet more upward pressure on prices.

In the European steel industry, this combination
of falling demand, rising imports, and falling steel
prices combined with massively increasing raw
material costs led to a meltdown in earnings across
the board. Thanks to its long-term partnerships
with customers, however, the quality-focused
Steel Division partly succeeded in cushioning the
price pressures but was unable in the end to avoid
the devastating impact of the sharp increase in
the cost of raw materials (above all iron ore).

Demand in the sales market noticeably slowed
throughout calendaryear 2019. Toward the close
of the year, many customer segments worked to
reduce their inventories—especially the automo-
tive industry, which had dramatically cut back
production. While this sector showed clear signs
of a recovery at the start of calendar year 2020
(which coincided with the start of the fourth quar-
ter of the business year 2019/20), demand from
the mechanical engineering sector remained re-
strained. This upward trend also affected the
white goods and consumer goods industries. De-
velopments in the construction industry were
solid throughout the business year 2019/20.
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There was little demand from the oil and natural
gasindustry during the same period, and low ca-
pacity utilization at all relevant heavy plate man-
ufacturers led to fierce competition for the small
number of projects in the pipeline market. voest-
alpine’s focus on the quality segment—for exam-
ple, technologically sophisticated clad plates
that are used in pipeline construction—turned out
to be helpful indeed: It gave the Steel Division
some room to maneuver despite the difficult
market conditions.

The COVID-19 pandemic paralyzed the market
at the end of the fourth business quarter, just as
the recovery in most customer segments had
started to cause noticeable jumps in demand for
steel products.

Particularly the automotive industry shut down its
production almost completely in mid-March 2020.
No new orders were placed with suppliers, nor
were any deliveries accepted. While other cus-
tomer segments’ response was not quite as rad-
ical, most curtailed production to an extent un-
paralleled in living memory.

The sharp decline in orders led to a curtailment
of production at the voestalpine Group’s steel
facility in Linz, Austria, and a small furnace was
turned off. Such a step had to be taken just once
since the company went public in 1995, specifi-
cally, in 2009 owing to the global financial crisis
that followed the collapse of Lehman Brothers,
the U.S. investment bank.

Developments at the direct reduction plant in
Corpus Christi, Texas, USA, were highly uneven
during the business year 2019/20. While produc-
tion remained stable throughout the business

year, the deterioration in the market environment
continued unabated. The market for hot briquet-
ted iron (HBI) came under a lot of pressure due
especially to sharply rising iron ore prices that
went hand in hand with falling steel prices in North
America.

FINANCIAL KEY PERFORMANCE
INDICATORS

Year over year, the Steel Division’s revenue fell by
6.5%, from EUR 4,887.3 million in the business
year 2018/19 to EUR 4,570.5 million in the busi-
nessyear 2019/20. Delivery volumes were stable
despite the economic downturn. Note that the
corresponding figure forthe previous year already
was some 10% below that for the business year
2017/18 owing to the overhaul of the division’s
largest blast furnace. The decline in revenue thus
stems from falling prices. While prices gradually
lost ground throughout the business year ended,
the cost of pre-materials—i.e., the price of the
division's most important raw material, iron ore—
rose sharply from time to time. This means that
the Steel Division was confronted with an ex-
tremely challenging environment in the reporting
period. The declines in the individual earnings
categories significantly exceeded those on the
revenue side against this backdrop. EBITDA fell
by 24.4%, from EUR 653.2 million (margin of
13.4%) in the business year 2018/19 to EUR
494.0 million (margin of 10.89) in the business
yvear 2019/20. Aside from the overhaul of the
blast furnace, the previous year’s earnings were
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also affected by provisions related to an investi-
gation by the German Federal Cartel Office
(Bundeskartellamt) in the heavy plate product
segment.

At EUR -100.6 million, the Steel Division’s EBIT for
the reporting period was negative, down from
EBITof EUR 319.0 million in the previous business
year. Negative non-recurring effects of EUR 240
million for the business year 2019/20 must also
be taken into account in this connection; they
comprise impairment losses at the direct reduc-
tion plantin Texas, USA, and at the Foundry Group.
This caused the EBIT margin to decline from 6.5%
in the previous year to -2.2% in the reporting
period.

The guarter-on-quarter comparison (QoQ) be-
tween the business year’s third and fourth quar-
ters shows a considerable uptrend in the Steel
Division’s performance despite the initial negative
fallout from the COVID-19 pandemic. Following
the value chain inventory reductions in the third
business quarter, customers’ order call-ups im-
proved afterthe X-Mas break. Specifically, revenue

rose by 4.9%, from EUR 1,098.0 million to EUR
1,157.4 million, due to the increase in the QoQ
sales volume. In earnings terms, lower raw mate-
rial costs offset falling product prices. EBITDA
jumped by 41.7% in consequence, from EUR 96.6
million (margin of 8.8%) in the third quarter of
the business year 2019/20 to EUR 136.9 million
(margin of 11.9%) in the fourth quarter.
Impairment losses of EUR 200 million in the third
quarter and of EUR 40 million in the fourth quar-
ter at the Texas plant as well as the Foundry Group
impacted EBIT. It is against this backdrop that
the division’s EBIT improved quarter on quarter
from EUR -193.7 million (margin of -17.6%) to
EUR 11.5 million (margin of 1.0%).

As of March 31, 2020, the Steel Division had
10,419 employees (FTE), a decrease of 4.2% com-
pared with the figure (10,877 employees) as of
the previous year’s reporting date. This reduction
is due to the adjustments in personnel that were
made on account of the difficult market environ-
ment.
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CUSTOMERS OF THE STEEL DIVISION

As percentage of divisional revenue, business year 2019/20
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MARKETS OF THE STEEL DIVISION

As percentage of divisional revenue, business year 2019/20 The revenue figures for Great Britain for both the current
and the comparative period were reclassified
from “European Union” to “Rest of world.”
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QUARTERLY DEVELOPMENT OF THE STEEL DIVISION

In millions of euros BY

1st quarter 2 quarter 3 quarter 4t quarter 2019/20 2018/19 Change

2019/20 2019/20 2019/20 2019/20 in %

Revenue 1,182.1 1,139.0 1,098.0 1,151.4  4,570.5 4,887.3 -6.5
EBITDA 150.6 109.9 96.6 136.9 494.0 653.2 -24.4
EBITDA margin 12.7% 9.6% 8.8% 11.9% 10.8% 13.4%
EBIT 60.8 20.2 -193.1 11.5 -100.6 319.0 -131.5
EBIT margin 5.1% 1.8% -17.6% 1.0% -2.2% 6.5%
Employees
(full-time equivalent) 10,730 10,682 10,451 10,419 10,419 10,877 -4.2
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HIGH PERFORMANCE
METALS DIVISION

MARKET ENVIRONMENT
AND BUSINESS DEVELOPMENT

The economic environment of the High Perfor-
mance Metals Division deteriorated substantial-
ly in the business year 2019/20. While itimproved
slightly at a low level early in calendaryear 2020,
demand fell yet again in the business year’s final
weeks owing to the COVID-19 pandemic, becom-
ing very serious in certain sectors.

Demand for special materials used in the oil and
natural gas industry or the aerospace industry
was positive up to the business year’s third quar-
ter, but demand in the tool steel product segment
was already falling at the start of the business
year. This segment was hammered by a number
of negative effects acting in concert with each
other. The fact that the automotive industry has
shifted the focus of its investments to alternative
drive train designs led to a reduction in the num-
ber of new models and thus in demand for tool
steel. Demand also suffered due to the weaken-
ing of the consumer goods industry during the
reporting period. This gloomy scenario has now
reached the premium product segment also, with
the result that its sales have fallen year over year.
Demand in the oil and natural gas industry was
uneven. The High Performance Metals Division
continued to generate growth in this area during
the business year's first three quarters despite the
slowdown in exploration activities. In the fourth
quarter, however, tanking oil prices caused the
market to fall off the cliff. Anti-dumping activities
in the United States are giving rise to further un-
certainty going into the current business year.

Sales inthe aerospace industry developed along
a positive trajectory during the business year's
first three quarters, just like in the oil and natural
gas sector. In the fourth quarter, however, com-
ponent part orders forthe 737 MAX aircraft were
the first to plunge. Order call-ups continued to
decline toward the end of the reporting period
owing to the global spread of COVID-19.

The business year 2019/20 also presented an un-
even picture in regional terms. In Europe, slowing
demand for tool steel in the automotive sector,
especially in Germany, gave rise to a challenging
market environment. Sharply intensifying compe-
tition also led to strong price pressures. By con-
trast, orders from the European oil and natural
gas industry were higher year over year, and the
aerospace industry order book developed well
also. But both sectors exhibited weakening trends
toward the end of the reporting period in con-
nection with the COVID-19 pandemic. Negative
effects attributable to the Brexit have been neg-
ligible so far.

Inthe United States, the High Performance Metals
Division was confronted with a number of unfa-
vorable parameters. Anti-dumping sanctions as
well as the Section 232 protectionist tariffs have
increasingly changed procurement in the U.S.
market. By contrast to the general market trend,
however, slightly positive developments in the
market for oil and natural gas continued unabat-
ed until it was shattered in early March 2020 due
to the COVID-19 pandemic and the plunge in oil
prices.
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The economic climate in Brazil, South America’s
largest market, has improved. Moreover, the low
exchange rate of the Brazilian real to the US dollar
has also strengthened the local exporting indus-
try, in turn benefiting the division’s Brazilian spe-
cial steel plant. Argentina’s difficulties continued
unabated, however, even though the division
posted growth there, too.

In China, the High Performance Metals Division
had to contend with a more complex market en-
vironment during the business year ended. The
business climate began to brighten a bit afterthe
restraint of the first two quarters, but widespread
production shutdowns in February 2020 related
to the COVID-19 pandemic led to sharply declin-
ing demand. Nonetheless, demand levels returned
to normalin March, just a month later. COVID-19
affected numerous other Asian countries a bit
later on. The momentum remained positive until
February 2020, but orders collapsed in March.

The business year 2019/20 brought dramatically
lower capacity utilization forthe High Performance
Metals Division. This development stems from low
demand and the reduction in inventories within
the value chain. Core facilities for premium prod-
ucts were also affected. While developments in
both the aerospace industry and the oil and nat-
ural gas industry had a positive effect overall on
the utilization of manufacturing capacity, they
were unable to offset the decline in demand in
both the tool and the high-speed steel segment.
The effect on the company’s German subsidiary,
Buderus, was particularly intense. Apart from the
declining momentum in tool steel, this entity was
also confronted with declining demand for spe-
cial forgings used in heavy haul commercial ve-
hicles. Large-scale restructuring measures were
initiated at Buderus Edelstahl against this back-
drop. Add to that massive capacity adjustments
that were undertaken from the middle of March
2020 in connection with the COVID-19 crisis. In
particular, this included short time work, reduc-
tions in overtime, reductions in leased personnel,
and cuts in investments aimed at adjusting costs
in light of the changed market environment.

The worldwide weakness of the automotive in-
dustry as well as protectionist tendencies on a
global scale adversely affected the Value Added
Services business segment in the business year
2019/20.The strategy of differentiating an entity
from its competitors both through a broad ser-
vices portfolio and by expanding the range of its
services continued as planned in the reporting
period. Crucial support in this respect came from
actions serving to optimize procedures in the sales
process and targeted digitalization measures.
The drive in Europe, North America, and Asia to
expand the use of 3D printing technology in ad-
ditive component production continued unabat-
ed. voestalpine thus is working to claim a leading
market position in this cutting-edge technology
also. Linking local additive manufacturing cen-
ters with the company’s own production of pow-
der at its plants in Kapfenberg, Austria, and
Hagfors, Sweden, serves to secure its technology
leadership across the entire process chain. Be-
sides its printing and development centers in
Germany, Taiwan, Singapore, Canada, and the
USA, voestalpine now also has two centers in
China (specifically, in Dongguan and Shanghai).
This segment, too, has seen massive cost-cutting
measures and/or capacity cutbacks in all regions
since March 2020 against the backdrop of the
COVID-19 pandemic. China was the only place
where an improvement in the market environ-
ment in the direction of a return to normalcy
started to gain traction toward the end of the
business year 2019/20.

FINANCIAL KEY PERFORMANCE
INDICATORS

The key performance indicators (KPIs) of the High
Performance Metals Division deteriorated in the
business year 2019/20 compared with the previ-
ousyear as aresult of the substantial dampening
of the economic environment. Specifically, reve-
nue fell by 7.8%, from EUR 3,136.3 million in the
previous yearto EUR 2,891.0 million in the report-
ing period. This decline was relatively moderate
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because rising alloy prices were passed on to the
customer in the form of higher prices. Primarily
the price of nickel, the division's most important
alloying element, shot up in the course of the busi-
ness year. Delivery volumes, by contrast, dropped
substantially year overyear. The High Performance
Metals Division registered a significant weaken-
ing on the earnings side. The decrease in EBITDA
from EUR 434.9 million (margin of 13.9%) in the
previous year to EUR 276.0 million (margin of
9.5%) in the business year ended signifies a de-
cline of 36.5%, due chiefly to limited capacity
utilization at the production plants as well as de-
clining delivery volumes, especially in the tool steel
product segment. In addition to the operating
performance, restructuring expenses at Buderus
Edelstahl in Wetzlar, Germany, as well as provi-
sions also impacted EBITDA for the business year
2019/20 to the tune of EUR 54 million owing to
the significant deterioration in the economic en-
vironment.

At -72.6%, EBIT dropped dramatically from the
previous year’s value of EUR 280.0 million to EUR
76.6 million in the reporting period. In addition
to the dampened volume trends and the afore-
mentioned expenditures associated with the re-
structuring of Buderus Edelstahl, EUR 26 million
inimpairment losses at this German special steel
plant had a negative impact on EBIT for the busi-
ness year ended. The EBIT margin fell according-
ly from 8.9% to 2.6%.

The quarter-on-quarter (QoQ) comparison be-
tween the third and fourth quarters of 2019/20
shows a slight uptick in the performance of the

High Performance Metals Division. In revenue
terms, the division posted growth of 5.8%, from
EUR 675.5 millionto EUR 714.6 million, as a result
of growing delivery volumes. This development,
however, stems only in part from a recovery of
demand at the start of calendar year 2020; in-
stead, it is due largely to seasonal declines in
the sales volume in the third quarter of the busi-
ness year 2019/20. In the fourth quarter, finally,
the economic consequences of measures de-
signed to mitigate the COVID-19 pandemic put
a damper on the division’s performance. The
division’s EBITDA jumped quarter on quarter,
from EUR 6.9 million (margin of 1.09%) to EUR 91.7
million (margin of 12.8%). Note, however, that
both the aforementioned restructuring expenses
at the Buderus special steel plant and the pro-
visions affected primarily the third business quar-
ter. From the third to the fourth quarter, EBIT im-
proved substantially from EUR -48.0 million to
EUR 32.2 million, pushing the EBIT margin from
-7.1% to 4.5%. EBIT for the third and fourth
quarter contains impairment losses of EUR 171
million and EUR 15 million, respectively, both of
which are attributable to Buderus Edelstahl.

As of March 31, 2020, the High Performance
Metals Division had 13,404 employees (FTE). This
corresponds to a decrease of 6.9% over the num-
ber (14,398) as of the previous year’s reporting
date. The reduction stems both from the re-
structuring of the special steel plant in Wetzlar,
Germany, and the adjustment of the labor force
to the difficult market environment overall.
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CUSTOMERS OF THE HIGH PERFORMANCE METALS DIVISION

As percentage of divisional revenue, business year 2019/20
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MARKETS OF THE HIGH PERFORMANCE METALS DIVISION

As percentage of divisional revenue, business year 2019/20
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QUARTERLY DEVELOPMENT OF THE HIGH PERFORMANCE METALS DIVISION

In millions of euros BY

1st quarter 2 quarter 3 quarter 4t quarter 2019/20 2018/19 Change

2019/20 2019/20 2019/20 2019/20 in %

Revenue 777.6 723.3 675.5 714.6  2,891.0 3,136.3 -7.8
EBITDA 99.2 78.2 6.9 91.7 276.0 434.9 -36.5
EBITDA margin 12.8% 10.8% 1.0% 12.8% 9.5% 13.9%
EBIT 57.1 35.3 -48.0 32.2 76.6 280.0 -72.6
EBIT margin 7.3% 4.9% -7.1% 4.5% 2.6% 8.9%
Employees
(full-time equivalent) 14,302 13,837 13,552 13,404 13,404 14,398 -6.9
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METAL ENGINEERING

DIVISION

MARKET ENVIRONMENT
AND BUSINESS DEVELOPMENT

The two business segments of the Metal Engineer-
ing Division—Railway Systems and Industrial Sys-
tems—faced very different market environments
inthe business year 2019/20. Order levels in Rail-
ways Systems, which has encompassed the divi-
sion’s rail, turnout, and signal technology prod-
ucts since the business year 2018/19, were good
throughout. By contrast, there was a cleardamp-
ening of conditions in the market environment of
two of Industrial Systems' three product segments—
mainly wire and seamless tube products. The weld-
ing consumables product segment (welding con-
sumables and welding equipment) for its part
succeeded in developing along a relatively stable
trajectory during the entire business year despite
the weakening macroeconomic environment.

Railway Systems and Industrial Systems—down-
stream processing segments both—lay claim to
high product quality. The fact that they guaran-
tee it to their customers is closely bound up with
their own steel production in Donawitz, Austria,
using blast furnace technology. By contrast, their
competitors in individual segments such as wire
technology and tubulars (seamless tubes) rely on
electric furnace technology for producing pre-
materials. Given the significant increase in prices
foriron ore used in blast furnace operations com-
pared with prices for scrap used in electric fur-
nace operations, these manufacturers were
able to benefit from the significant advantages
in raw material costs thus accruing to them from
time to time. In part, voestalpine managed to off-

set this disadvantage by using a cost-optimized
raw materials mix in pig iron production at its
Donawitz steel plant.

Solid order levels in Europe had a positive effect
on the Railway Systems business segment during
the business year 2019/20. Investments in the
European rail network create the most important
market by far for the rails product segment that
relies on Donawitz for production. Outside of
Europe, the segment’s focus traditionally has been
on heavy-haul transports in mining regions. The
impetus coming from both Australia and Brazil in
this connection was largely positive. Satisfactory
demand overall ensured good capacity utiliza-
tion with respect to rail production in Donawitz.
By contrast, the high cost of raw materials put a
damper on earnings because the costs could only
be passed on to customers after a certain time.

With more than 40 production and distribution
centers worldwide, the turnout systems product
segment is shaped by its pronounced global ori-
entation. This global market leader develops and
produces turnout systems based on customers’
specifications for heavy haul transportation as
well as high speed and mass transit systems. In
terms of demand, the turnout systems segment
benefited during the business year 2019/20 from
China's comprehensive economic stimulus pro-
grams. While activities in Europe, Australia, and
Brazil were satisfactory overall, there was little
momentum in South Africa. The U.S. market,
finally, was confronted with a downward trend
throughout the business year ended. Because
it is largely owned by private companies and is
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focused mainly on the freight business, the rail-
way market in the United States is strongly de-
pendent on macroeconomic developments. The
signaling technology product segment success-
fully expanded its operations yet again in the
business year ended. Its main focus is on digi-
talized turnout diagnostic systems and rolling
stock alarm systems that enable customers to
avoid unnecessary preventive maintenance.

So far, the COVID-19 pandemic has had relatively
moderate negative effects on the Railway Sys-
tems business segment. Turnout systems produc-
tion in China was restricted for a few weeks, but
orders on hand are high. Europe’s railway infra-
structure market remained robust as well. Given
that railway systems in both the United States and
Australia are deemed systemically relevant, pro-
duction continued in both countries albeit subject
to strict security precautions.

The market environment of the Industrial Systems
business segment continued to deteriorate
throughout the business year 2019/20. As a part-
ner of the European automotive supplierindustry,
the wire technology product segment sells high
quality wire products to its customers. Wire, a
pre-material, is used among other things for en-
gine fasteners, ball bearings, and shock absorber
springs. The challenging conditions that this
segment faced in the reporting period resulted
from a number of factors. The downturn in Europe’s
car production is causing markets to shrink at the
same time as high raw material costs are putting
increased pressure on the margins. Given declin-
ing capacity utilization, capacities at the wire
production facility in Donawitz were cut from four
shifts to three at the beginning of the business
year 2019/20.

The economic environment of the tubulars prod-
uct segment for its part was adversely affected
by both weakening market momentum and strong
competitive pressures. Tubulars manufactures
sour gas-resistant oil country tubular goods (OCTG)
forthe exploration and extraction of natural gas
and crude oil as well as gastight threaded con-
nections. The business year ended saw a decline
in demand for equipment required for extracting
shale oil and natural gas in the United States. The
imposition of Section 232 protectionist tariffs on
steel imports had already diminished the attrac-
tiveness of the U.S. market for tubulars. The tubu-
lars segment reacted by taking the following tar-
geted measures: For one, its stated objective is

to continue segmenting its sales regions and, for
another, it will consistently push innovation to
achieve further product differentiation. At the
level of operations, manufacturing in Kindberg,
Austria, was reduced from four-shift operations
to three at the end of the summer 2019. Because
oil prices tanked toward the end of the business
year 2019/20 and current demand is low, the ol
sectoris not expected to recover until the start of
the next business year.

The welding consumables product segment took
comprehensive steps in previous years to lower
costs and boost process efficiency. The acquisi-
tion of Selco, a North Italian welding machine
manufacturer, in the fourth quarter of the busi-
ness year 2019/20 enabled the segment to de-
velop into a full-service provider in the welding
technology market (see the chapter, Acquisitions).
In addition to a comprehensive range of welding
consumables tailored specifically to the energy
and transportation sectors, the segment’s prod-
uct portfolio now also includes welding machin-
ery. A new plant was built in the United States to
counteract the negative effects of the country’s
protectionist policies. However, the U.S. market
environment developed poorly due to the decline
in the country’s industrial activities, whereas ac-
tivities in Europe were somewhat satisfactory
despite the dampening of sentiment. The spread
of the COVID-19 pandemic interrupted Asia’s
relatively positive momentum during the first
three quarters of the business year ended.

On the whole, the adverse effects of the crisis in
the business year’s fourth quarter on the Indus-
trial Systems business segment were manageable.
The management of the Metal Engineering Divi-
sion reacted to declining orders by launching fur-
therinitiatives aimed at lowering costs. For exam-
ple, employees at the division’s most important
locations in Europe were registered for short time
work so that it can adjust capacities as best as
possible to the development of demand.

FINANCIAL KEY PERFORMANCE
INDICATORS

Inthe businessyear2019/20, the key performance
indicators (KPIs) for the Metal Engineering Divi-
sion were weaker year over year due to the down-
trend in both the automotive and the energy in-
dustry as well as non-recurring effects. The division’s
revenue fell by 6.5%, from EUR 3,747.1 million in
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the previous year to EUR 2,941.7 million in the
reporting period. The analysis by business seg-
ment presents a bifurcated picture: While Railway
Systems even succeeded in boosting its revenue
from foreign sales year over year, the scope of
Industrial Systems’ deliveries and services declined.
Inthe business year 2019/20, the wire technology
and tubulars product segments delivered sub-
stantially lower quantities of wire and tubular
goods, respectively. As a result, the operating
performance of both wire technology and tubu-
lars contributed substantially to the year-over-
year drop in EBITDA by 18.4%, from EUR 369.0
million (margin of 11.79) in the previous year
to EUR 3071.1 million (margin of 10.2%) in the re-
porting period. Note, however, that the negative
non-recurring effects which reduced EBITDA by
EUR 5 millionin the business year 2019/20 in play
as well. In addition, the tubulars and welding
consumables segments both recognized impair-
ment losses that additionally affected EBIT to the
tune of EUR 83 million. By contrast, the negative
effects from the steps taken in the reporting pe-
riod to mitigate the COVID-19 pandemic stayed
within tight limits. On the whole, EBIT plunged by
83.7%, from EUR 202.0 million in the business
year 2018/19 to EUR 32.9 million in the business
year 2019/20, causing the EBIT margin in turn to
drop from 6.4% to 1.1%.

However, the quarter-on-quarter comparison
(QoQ) between the business year's third and fourth
quarters presents a differentiated picture. Reve-
nue decreased but moderately by 1.6%, from
EUR 707.6 million to EUR 696.6 million. A slight
decline in Railway Systems was contrasted by the
stable performance of Industrial Systems. While
the wire technology product segment managed

to boost delivery volumes in the fourth quarter,
sales prices in this segment were slightly lower. In
the tubulars product segment, the extremely un-
favorable market conditions led to further declines
in delivery volumes. By contrast, the welding con-
sumables product segment posted a slight in-
crease in revenue forthe final quarter of the busi-
ness year 2019/20.

At EUR 72.3 million, the Metal Engineering Divi-
sion’s EBITDA for the fourth quarter improved by
28.0% compared to the immediately preceding
quarter (EUR 56.5 million). Note, however, that
EUR 5 million in negative non-recurring effects
impacted the third quarter. The EBITDA margin
rose QoQ from 8.09% to 10.4%. Starting from the
low level in the third quarter, there was an uptrend
inthe performance of the Industrial Systems busi-
ness segment in the subsequent quarter. At EUR
-40.0 million (margin of -5.7%), however, EBIT
forthe business year’s final quarter was substan-
tially negative compared to the slightly negative
level of EUR -3.4 million (margin of -0.5%) in
the preceding quarter. The collapse in EBIT was
chiefly due to fourth-quarter impairment losses
of EUR 63 million in the tubulars and welding con-
sumables product segments. The third-quarter
impairment losses in the tubulars segment were
EUR 20 million.

As of the end of the business year 2019/20, the
number of employees (FTE) in the Metal Forming
Divisionwas 13,3710, or 1.4% below the pastyear’s
figure (13,501). This reduction in personnel reflects
the division’s reaction to the considerable decline
in demand in both the tubulars and the wire tech-
nology product segments.
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CUSTOMERS OF THE METAL ENGINEERING DIVISION

As percentage of divisional revenue, business year 2019/20
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MARKETS OF THE METAL ENGINEERING DIVISION

As percentage of divisional revenue, business year 2019/20 The revenue figures for Great Britain for both the current
and the comparative period were reclassified
from “European Union” to “Rest of world.”
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QUARTERLY DEVELOPMENT OF THE METAL ENGINEERING DIVISION

In millions of euros BY

1st quarter 2" quarter 3 quarter 4t quarter 2019/20 2018/19 Change

2019/20 2019/20 2019/20 2019/20 in %

Revenue 778.8 758.7 707.6 696.6  2,941.7 3,147.1 -6.5
EBITDA 90.0 82.3 56.5 72.3 301.1 369.0 -18.4
EBITDA margin 11.6% 10.8% 8.0% 10.4% 10.2% 11.7%
EBIT 44.9 317.4 -3.4 -40.0 32.9 202.0 -83.7
EBIT margin 5.8% 4.1% -0.5% -5.7% 1.1% 6.4%
Employees
(full-time equivalent) 13,371 13,369 13,175 13,310 13,310 13,501 -1.4
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METAL FORMING

DIVISION

MARKET ENVIRONMENT
AND BUSINESS DEVELOPMENT

Declining momentum in the market environment
of the Metal Forming Division already began to
make itself felt in the second half of the previous
business year and continued in the first two quar-
ters of the business year 2019/20. Demand in the
division’s two large business segments—Automo-
tive Components and Tubes & Sections—was
greatly diminished particularly during the last two
months of calendaryear 2019. The sentiment did
not improve until the business year's fourth quar-
ter thanks to customers replenishing inventories.
Toward the close of the business year ended, im-
portant customer segments saw curtailments on
production, in some cases even complete albeit
temporary shutdowns, to mitigate the spread of
the COVID-19 pandemic. This led to a sudden
interruption of the upward trend. In reaction to
weak demand, many European companies reg-
istered theiremployees as being engaged in short
time work and furtherintensified cost-cutting pro-
grams. But individual business segments did in
fact display stark differences with respect to the
reporting period’s volatile development.

The Automotive Components business segment
was confronted with declining production output
among its automotive customers in Europe. At
about 15 million sold cars, the sales figures in
the European Union for calendaryear 2019 were
stable at a good level. However, in recent years
German automotive manufacturers have increas-
ingly moved production to countries outside of

Europe. This shows that the business segment’s
strategy of establishing production facilities
in China, South Africa, the United States, and
Mexico was purposeful in that it enabled the
segment to supply customers locally with high-
quality components (including components from
voestalpine’s own facilities in Europe). One of
these plants, however—specifically, the one in
Cartersville, Georgia, USA—incurred sharply
higher start-up costs with the associated adverse
effects on earnings. Thanks to the measures
taken, the company did succeed over the course
of the reporting period to boost its efficiency.
Toward the close of the business year 2019/20,
automotive component production at the
Cartersville plant was suspended for a few weeks
because the original equipment manufacturers
(OEMs) among its customers had shut down
their plants owing to the COVID-19 pandemic. In
Europe, too, manufacturers in the automotive
industry shut down production at about the same
time in the face of the pandemic, precisely at
the time customers’ order call-ups had begun to
recover after the X-Mas break. Automotive Com-
ponents reacted to the sharply lower utilization
of capacity at its plants by adjusting capacities
and registering employees for short time work.
The first country to be affected by COVID-19 and
thus also its local automotive industry was China.
The country’s central government expanded plant
closures, which traditionally start with the onset
of Chinese New Year, to several weeks. Capacity
at plants is being expanded incrementally as de-
mand for cars is recovering since the lockdown
was lifted.
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The automotive industry is animportant customer
segment of the Tubes & Sections business seg-
ment as well. Aside from sections forthe commer-
cial vehicle industry, this segment also produces
safety components for the global automotive
supply industry. Orders from the commercial
vehicle industry were weak throughout the busi-
ness year ended. Demand for safety components
had already started to shrink back in the fall of
2018 due to the significant decline in sales among
volume manufacturers, especially of Chinese
automotive brands, and remained at a low level
throughout the business year 2019/20.

The late-cycle construction industry developed
along a good trajectory in Europe, while orders
from the construction machinery industry were
already declining. In the United States, Tubes &
Sections met with much better business sentiment
thanks to highly satisfactory order levels from the
storage technology, agricultural machinery, and
aerospace industry. In Brazil, consistent market-
ing in an economically less than stable environ-
ment supported this business segment’s recovery
in the business year ended. Similarly to Automo-
tive Components, the global spread of COVID-19
interrupted this upward trend at the start of cal-
endar year 2020. So far, however, Tubes & Sec-
tions has not been affected as much as Automo-
tive Components by the meltdown in demand.

Despite the decline in demand, the Precision Strip
business segment developed along a largely sat-
isfactory trajectory in the business year 2019/20
even though its margins and thus its profitability
ended up being weaker than during the boom in
recent years. Order levels in China leveled off at
aslightly lower level during the business year end-
ed. In the U.S., the dampened business climate
already affected the band saw steel segment.
Compared with other regions, in Europe demand
for strip steel products fell the most. Here, the
segment’s products bimetallic strip, band saw
steel, and razor blade steel were the ones that
suffered the most.

Just as in previous years, in the business year end-
ed the Warehouse & Rack Solutions business seg-
ment benefited yet again from robust project
activity that continues unabated with respect to
high-bay warehouses and storage systems. The
growing importance of e-commerce is driving
the need for complex storage logistics. Hence
this segment was able to implement numerous

e-commerce projects in the business year 2019/20.
Aside from the segment’s home markets in Europe,
North America also offers growing perspectives
for automated storage technology. By contrast
to the three other business segments of the Metal
Forming Division, Warehouse & Rack Solutions
did not experience any reduction in capacity uti-
lization owing to COVID-19. On the contrary, the
pandemic is expected to boost e-commerce—
and thus the need for efficient storage systems—
yet further.

FINANCIAL KEY PERFORMANCE
INDICATORS

The revenue of the Metal Forming Division fell
slightly by 3.4%, from EUR 2,937.4 million in the
previous year to EUR 2,838.3 million in the busi-
ness year 2019/20. While the downward trend
encompassed the division on the whole, a hetero-
geneous picture emerges when it is broken down
by business segment: Warehouse & Rack Solutions
saw an increase in revenue, the trend in Automo-
tive Components was stable, but Tubes & Sections
and Precision Strip both posted declines. EBITDA
fell year over year by 4.7%, from EUR 213.3 mil-
lion (margin of 7.3%) in the previous business
yearto EUR 203.3 million (margin of 7.2%) in the
reporting period. With two exceptions, EBITDA at
the level of the business segments was commen-
surate with revenue performance: Warehouse &
Rack Solutions remained steady at the previous
year'’s level. The Automotive Components busi-
ness segment posted a slight increase in EBITDA
over the previous year during which the site in
Cartersville, Georgia, USA, incurred higher start-
up expenses as well as non-recurring effects from
provisions set up on account of external shifts in
order activity. The start-up costs were gradually
lowered over the course of the business year end-
ed. Due to the distortions in the automotive sec-
torand theirimpact on the supplierindustry, how-
ever, atotal of EUR 24 million in provisions as well
as write-downs on inventories were recognized
for the reporting period. Initial negative effects
related to the COVID-19 pandemic were incurred
in the fourth quarter of the business year 2019/20
due to automakers’ temporary plant closures.

The Metal Forming Division was hit by impairment
losses of EUR 52 million in the reporting period
largely on account of Hot Forming including
Cartersville (Automotive Components business
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segment). Consequently, EBIT plunged by 90.6%
year over year, from EUR 93.8 million (margin of
3.2%) in the business year 2018/19 to EUR 8.8
million (margin of 0.3%) in the business year
2019/20.

The quarter-on-quarter comparison (QoQ) of
the reporting period’s third and fourth quarters
shows that the Metal Forming Division succeeded
in boosting revenue by 7.7%, from EUR 666.7
millionto EUR 718.3 million. All business segments
with the exception of Warehouse & Rack Solutions
contributed to this increase. The recovery was
particularly pronounced in both Automotive
Components and Tubes & Sections due to the
seasonally low level in the third quarter of the
business year 2019/20. These two important busi-
ness segments largely created the conditions
for the division’s success in more than doubling
EBITDA, from EUR 31.8 million in the third quarter
to EUR 64.4 million in the fourth, thus also raising
the EBITDA margin from 4.8% to 9.0%. Note in
this connection that the aforementioned non-
recurring effects impacting EBITDA were largely
incurred in the third business quarter. Only minor
non-recurring effects based on EBITDA were in-
curred in the fourth quarter.

At EUR 14.6 million, the Metal Forming Division
managed to bring EBIT back into positive terri-
tory in the fourth quarter of the business year
2019/20, after posting EBIT of EUR -43.9 million
inthe preceding quarter. This significant increase
is due only in part to an improvement at the op-
erating level. In @ manner comparable to the
non-recurring effects related to the development
of EBITDA over the business year, the aforemen-
tioned year-over-year impairment losses at Hot
Forming including Cartersville largely affect
third-quarter EBIT. In the fourth quarter, impair-
ment losses were much lower. As a result, the
EBIT margin rose QoQ from -6.6% to 2.0%.

At 11,633, the number of employees (FTE) in the
Metal Forming Division as of March 31, 2020, was
5.0% less than the previous year’s figure (12,240).
This reduction in personnel is due primarily to low
capacity utilization in the automotive industry’s
component plants toward the close of the busi-
ness year 2019/20 because a growing number
of original equipment manufacturers (OEMs)
temporarily shut down their plants owing to the
COVID-19 pandemic.
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CUSTOMERS OF THE METAL FORMING DIVISION

As percentage of divisional revenue, business year 2019/20
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MARKETS OF THE METAL FORMING DIVISION

As percentage of divisional revenue, business year 2019/20
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The revenue figures for Great Britain for both the current
and the comparative period were reclassified
from “European Union” to “Rest of world.”
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QUARTERLY DEVELOPMENT OF THE METAL FORMING DIVISION

In millions of euros BY

1+ quarter 2™ quarter 3« quarter 4* quarter 2019/20 2018/19 Change

2019/20 2019/20 2019/20 2019/20 in %

Revenue 737.6 715.7 666.7 718.3  2,838.3 2,937.4 -34
EBITDA 58.4 48.7 31.8 64.4 203.3 213.3 -4.7
EBITDA margin 7.9% 6.8% 4.8% 9.0% 7.2% 7.3%
EBIT 24.3 13.8 -43.9 14.6 8.8 93.8 -90.6
EBIT margin 3.3% 1.9% -6.6% 2.0% 0.3% 3.2%
Employees
(full-time equivalent) 12,374 12,486 11,748 11,633 11,633 12,240 -5.0
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