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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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 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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