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REPORT ON THE GROUP’S
BUSINESS PERFORMANCE AND
ECONOMIC SITUATION

The weakening of economic momentum shaped
the business year 2019/20 from the outset. Some
of its causes such as trade wars and the Brexit
had already been apparent in the business year
2018/19. What had been a very challenging en-
vironment over extended stretches of time did not
ease until the reporting period’s final quarter.
The COVID-19 pandemic brought the clearly ac-
celerating momentum at the turn of the year to
an abrupt end. Economic developments in the
final weeks of the business year 2019/20 are not
comparable to past downturns. The fact that the
economy came to a sudden standstill was not
the result of economic forces but instead served
to protect people’s health. Worldwide, and even
within Europe, measures aimed at mitigating
the coronavirus were handled differently at the
regional level but the consequences were the
same everywhere: Massive restrictions on con-
sumption, followed by sharp curtailments on pro-

duction and, in some areas, complete production
stoppages.

This turn of events also affected the voestalpine
Group in allits regions. The numbers for the busi-
ness year 2019/20, however, reflect only a frac-
tion of the impact on operating income still to be
expected from the COVID-19 crisis.

EUROPE

Throughout the first three quarters of the business
year ended and thus prior to the outbreak of the
pandemic, there was a dichotomy in Europe’s
economic development. While both consumption
and the service sector benefited from good em-
ployment levels, rising household incomes, and
low interest rates that drove the positive momen-
tum, the manufacturing sector was weak. Besides
the slowdown in the global economy, Europe’s
traditionally export-led industry suffered espe-
cially from the international trade wars that damp-
ened investments in Europe. Add to that the
reductions in automotive production, which af-
fected Germany’s economic performance above
all. This development intensified yet further to-
ward the close of calendar year 2019 because
many sectors were reducing their inventories.
Sentiment did not palpably improve until the
turn of the year, which coincides with the start of
the business year’s fourth quarter, only to be
brought to a screeching stop by the onset of the
COVID-19 pandemic in Europe toward the end
of the quarter.

The weakness of Europe’s manufacturing indus-
tries even prior to the COVID-19 outbreak posed
considerable challenges for voestalpine, which
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generates about two thirds of its revenue in Eu-
rope. Especially the slowdown in the automotive
sector was a drag on earnings. By contrast, the
Group benefited from positive developments in
the rail technology and aerospace sectors up to
the fourth quarter of the reporting period.

The outbreak of COVID-19 led to restrictions on
public life that were imposed at different rates
and intensities throughout Europe, with far-
reaching consequences for both consumption
and production. The voestalpine Group already
reacted to diminished demand toward the close
of the business year 2019/20 by curtailing pro-
duction in its core facilities. Moreover, large sec-
tions of its labor force were registered for the
different short time work models that apply in
European countries.

NORTH AMERICA / USA

The growth trend in the United States continued
unabated over most of the business year 2019/20.
Particularly the service sector and private con-
sumption benefited from people’s growing pur-
chasing power thanks to the flourishing labor
market, rising household income, and low interest
rates. After delivering satisfactory performance
at the start of the business year, the production
sectorincreasingly suffered under the escalating
trade war with China and the weakening global
economy. There was a palpable decline in invest-
ments. The Phase 1 Trade Deal with China finally
lent some momentum to the country’s economic
development toward the end of the third quarter,
which continued into the start of the fourth
quarter. The COVID-19 pandemic reached North
America also toward the close of the business
year 2019/20. Due to the U.S. administration’s
hesitant response, the virus quickly spread to a
degree that made it imperative to impose ex-
tensive shutdowns on public life, especially in New
York—just as the world’s other regions had done.
The COVID-19 pandemic thus interrupted the
longest economic growth trend in the history of
the United States, producing the sharpest con-
traction since World War Il.

In sum, the voestalpine Group benefited through-
out most of the reporting period from the eco-
nomic momentum that prevailed in North Ameri-
ca. The aerospace industry, in particular, saw
strong demand up to the third quarter. While the
railway sector did slow down in the course of the
business yearended, it remained attractive over-
all nonetheless. The oil and natural gas industry

presented a different picture, however, posing a
challenge forvoestalpine throughout the report-
ing period mainly due to both the downturn in
exploration activity and the Section 232 protectio-
nist tariffs. Add to that the pronounced worsening
of conditions toward the close of the business
year 2019/20 independently of the outbreak of
the COVID-19 pandemic. The voestalpine Group
reacted swiftly in North America, too, taking com-
prehensive measures to adjust production to lower
demand and imposing strict cost management.

SOUTH AMERICA / BRAZIL

The weakness of macroeconomic momentum in
Brazil, voestalpine’s most important market on
the South American continent, continued unabat-
ed in the business year 2019/20.

In addition to anemic investment throughout the
country, this was chiefly due to weaker iron ore
exports, which still account for a significant por-
tion of the country’s gross domestic product (GDP).
Following a fatal dam break in a Brazilian mine
atthe start of calendaryear 2019, the authorities
closed down several mining operations for safety
reasons, allowing them to reopen but gradually
over the course of the business year.

While economic growth virtually came to a stand-
still during the reporting period’s second quarter,
growing consumption as well as rising investments
fed an upswing that started in its third quarter.
The devaluation of the real, Brazil's currency, in
the fourth quarter intensified this trend because
it boosted exports.

Although Brazil, too, was hit by the global COVID-19
pandemic toward the close of the business year
ended, the government's reaction was rather lack-
adaisical. As a result, the pandemic’s economic
effects in the reporting period are visible only
to a limited extent at this time. It is to be expect-
ed, however, that the country’s inadequate re-
sponse to the crisis will lead to follow-on effects
along with even stronger distortions in the coming
months.

On the whole, the voestalpine Group'’s Brazilian
entities delivered very solid performance in this
challenging environment.

CHINA

In the business year 2019/20, China’s economic
growth suffered increasingly from the trade war,
especially with the United States. Aside from the
decline in exports, a direct consequence, domes-
tic consumption also slumped. The country’s auto-
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motive market experienced a meltdown, prompting
the central government to enact state-sponsored
economic stimulus programs that had a positive
effect particularly in the construction and infra-
structure industries. This drove China’s production
of pig iron and thus demand for iron ore on the
global market to new highs, in turn triggering iron
ore price increases worldwide, given China’s
dominant position as the world’s largest steel pro-
ducer.

The voestalpine Group benefited from this envi-
ronmentinto the third quarter of the business year
2019/20, especially its rail technology segment.
The tool segment, by contrast, suffered from the
weakness of both the consumer goods industry
and the automotive industry.

To keep the spread of the COVID-19 pandemic
under control, China reduced public life to a bare
minimum. At the start of the fourth quarter of the
businessyear 2019720, therefore, allwork stopped
at voestalpine’s production sites in China, too.
While this lockdown triggered a dramatic down-
turn in the prevailing growth trend, China already
launched a coordinated program in early March
to restart its economy. Even the voestalpine Group’s
sites in the country had returned almost to nor-
mal operations by the business year'’s end.

All told, the economic environment in the busi-

ness year 2019/20 turned out to be one of the
most challenging in recent years.

REVENUE OF THE voestalpine GROUP

REPORT ON THE FINANCIAL
KEY PERFORMANCE INDICATORS
OF THE voestalpine GROUP

REVENUE

While the voestalpine Group successfully boosted
revenue in recent years on account of its growth
strategy, in the business year ended revenue fell
year over year by 6.2%, from EUR 13,560.7 mil-
lionto EUR 12,717.2 million. This development is
closely linked to the dampening of economic sen-
timent in both the customer segments and the
sales regions critical to the voestalpine Group.
Delivery volumes declined across the board as a
result. Solely the Steel Division exhibits a stable
trend, because the complete overhaul of blast
furnace A already reduced the previous year's
basis.

NON-RECURRING EFFECTS

Whereas the decline in revenue was moderate,
the weakening in individual earnings categories
is much more pronounced. This is due only in part
to the Group’s operating performance. In the
final analysis, non-recurring effects in the report-
ing period—as announced by way of ad hoc
notices dated December 16, 2019, and April 7,
2020—were material to this outcome. They im-
pacted EBITDA in the business year 2019/20 to
the tune of EUR 83 million, with the majority af-
fecting its third quarter. Impairment tests led to

In millions of euros

12,897.8

11,068.7 11,294.5
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REVENUE BY DIVISIONS

As percentage of total divisional revenue, business year 2019/20

22%
Metal Engineering

21%
Metal Forming

REVENUE BY INDUSTRIES

35%
Steel

22%
High Performance Metals

As percentage of Group revenue, business year 2019/20

33%
Automotive

5%
White goods/Consumer goods

12%
Railway systems

9%
Building/Construction

REVENUE BY REGIONS

3%
Aerospace

14%
Energy

9%
Mechanical engineering

15%
Other

As percentage of Group revenue, business year 2019/20

62%
European Union
(of which Austria: 7%)

9%
Asia

The revenue figures for Great Britain for both the current
and the comparative period were reclassified
from “European Union” to “Rest of world.”

3%
South America

16%
USMCA

10%
Rest of world

ANNUAL REPORT 2019720

35



the recognition of impairment losses in numerous
units. Of the total of EUR 402 million in impair-
ment losses for the voestalpine Group in the busi-
ness year ended, the third quarter accounts for
about two thirds and the fourth quarter for about
one third. The non-recurring effects thus reduced
EBIT (including the EBITDA effects) by EUR 485
million. At EUR 240 million in non-recurring
effects, the Steel Division bore the brunt of it.
The impact on the Group’s other divisions is con-
siderably weaker: High Performance Metals Divi-
sion: EUR 81 million, Metal Engineering Division:
EUR 88 million, and Metal Forming Division:
EUR 76 million.

Non-recurring effects impacted the figures for
the same period of the business year 2018/19,
too. They were attributable to the delayed start-
up of the automotive component plantin Carters-
ville, Georgia, USA, as well as to the need to set
up provisions in connection with an investigation
by the German Federal Cartel Office (Bundes-
kartellamt) against steel producers on suspicion
of past anti-competitive practices in the heavy
plate product segment. The scheduled overhaul
of the Steel Division’s largest blast furnace also
affected the Group's performance in the business
year 2018/19. Against this backdrop, any com-
parison of the financial key performance indica-
tors (KPIs) pursuant to IFRS is of limited relevance
to descriptions of the company’s operating per-
formance.

OPERATING INCOME

EBITDA decreased year overyear by 24.5%, from
EUR 1,564.6 million inthe business year 2018/19
to EUR1,1871.5 millioninthe business year 2019/20.
While this decline is largely due to the gradual
dampening of economic sentiment, all divisions
recorded lower EBITDA.

EBIT of the voestalpine Group was substantially
affected by large impairment losses in the report-
ing period, with the result that this earnings cat-
egory for the business year 2019/20 is negative
at EUR -89.0 million. voestalpine had posted EBIT
of EUR 779.4 million in the business year 2018/19.
The analysis of the development of EBIT over the
course of the reporting period underscores the
impact of the non-recurring effects: It was clearly
positive in the first two quarters, but negative in
both subsequent quarters.

PROFIT BEFORE TAX

AND PROFIT AFTER TAX

In keeping with EBIT, the Group’s profit before tax
for the business year 2019/20 is negative, too.
Based on net financial income of EUR -141.3 mil-
lion for the reporting period (previous year: EUR
-133.7 million), the profit before tax is EUR -230.3
million. The previous year’s Statement of Compre-
hensive Income of the voestalpine Group shows
profit before tax of EUR 645.7 million. Given the
negative earnings performance in the reporting
period, at EUR 13.8 million the corporate income
tax is positive (previous year: EUR -=187.1 million).
This results in a profit after tax for the business
year 2019/20 of EUR -2716.5 million, compared
with EUR 458.6 million in the previous year.

PROPOSED DIVIDEND

Subject to the approval of the Annual General
Meeting of voestalpine AG, which will take place
onJuly 1,2020, adividend of EUR 0.20 per share
will be paid to the company’s shareholders. This
represents a decrease of 81.8% compared to
the previous year's dividend of EUR 1.10 pershare.
The reduction in the dividend stems from the
voestalpine Group’s earnings performance in the
business year 2019/20, the tense economic en-
vironment in connection with the COVID-19 pan-
demic as well as the decline in the price of voest-
alpine’s share. Relative to its average price of
EUR 23.38 in the reporting period, the dividend
yield for the business yearis 0.9% (previous year:
3.1%).

GEARING RATIO

At 67.2%, the gearing ratio (net financial debt as
a percentage of equity) as of March 31, 2020,
rose significantly from its level of 46.6% as of
the previous year’s reporting date. In addition to
the negative earnings performance, this increase
also stems from accounting rules and the re-
demption of the hybrid bond. The EUR 500 million
hybrid bond issued in 2013 was repaid as of
October 31, 2019. It was recognized in equity as
of September 9, 2019, and refinanced through
borrowings. Moreover, inthe business year 2019/20
net financial debtincreased by EUR 436.4 million
due to the initial recognition pursuant to IFRS 16
of both the capitalization of right-of-use assets
and the corresponding lease liabilities under
rental and leasing contracts. Against this back-
drop, the net financial debt rose by 20.8%, from
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EBITDA

In millions of euros
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1,583.4 1E40 7 1.564.6
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1,181.5
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EPS - EARNINGS PER SHARE

In euros
4.40
3.35
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2.31
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In euros * As proposed to the Annual General Meeting.
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NET FINANCIAL DEBT - EQUITY - GEARING RATIO
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EUR 3,125.4 million as of March 31,2019, to EUR
3,775.0 million as of March 31, 2020. Equity fell
in the same period by 16.3%, from EUR 6,709.8
million as of March 31, 2019, to EUR 5,614.9 mil-
lion as of March 31, 2020.

CASH FLOWS

Cash flows from operating activities rose year
over year, specifically, from EUR 1,166.6 million
in the businessyear 2018/19 to EUR 1,304.0 mil-
lion in the business year 2019/20, an increase of
11.8%. While the profit after tax for the reporting
period is negative, the year-over-year change in
working capital from EUR -137.1 million in the

previous yearto EUR 433.9 million in the business
year ended is clearly positive.

The investments of the voestalpine Group in the
business year 2019/20 were slightly lower year
overyear. Cash flows from investing activities are
EUR -606.8 million (previous year: EUR -810.0
million). The cash flows from Group financing
activities in the business year 2019/20 are EUR
-374.3 million (previous year: EUR -579.3 million).
This results in an increase of cash and cash
equivalents in the business year 2019/20 by
EUR 322.9 million (previous year: decrease of
EUR 222.7 million).

Net financial debt can be broken down as follows:

NET FINANCIAL DEBT

In millions of euros 03/31/2019 03/31/2020
Financial liabilities, non-current 2,661.8 3,889.7
Financial liabilities, current 1,142.3 754.1
Cash and cash equivalents -485.9 -794.7
Other financial assets -182.3 -55.4
Loans and other receivables from financing -10.5 -18.5
Net financial debt 3,125.4 3,775.0
QUARTERLY DEVELOPMENT OF THE voestalpine GROUP
In millions of euros BY

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

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

Revenue 3,336.1 3,205.5 3,033.6 3,142.0 12,717.2 13,560.7 -6.2
EBITDA 370.9 294.6 171.7 3443  1,181.5 1,564.6 -24.5
EBITDA margin 11.1% 9.2% 5.7% 11.0% 9.3% 11.5%
EBIT 156.7 72.9 -311.9 -6.7 -89.0 779.4 -111.4
EBIT margin 4.7% 2.3% -10.3% -0.2% -0.7% 5.7%
Profit before tax 124.4 38.1 -347.7 -45.1 -230.3 645.7 -135.7
Profit after tax? 90.4 24.8 -275.2 -56.5 -216.5 458.6 -147.2
Employees
(full-time equivalent) 51,670 51,275 49,838 49,682 49,682 51,907 -4.3
1 Before deduction of non-controlling interests and shares of hybrid capital owners.
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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

37%
Automotive

15%
Energy

5%
Mechanical engineering

3%
White goods/Consumer goods

31%
Other

9%
Building/Construction

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.”

11%
USMCA

1%
South America

79%
European Union
(of which Austria: 16%)

3%
Asia

6%
Rest of world

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
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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

57%
Automotive

2%
Energy

4%
White goods/Consumer goods

8%
Mechanical engineering

23%
Building/Construction

6%
Other

MARKETS OF THE METAL FORMING DIVISION

As percentage of divisional revenue, business year 2019/20

21%
USMCA

5%
Asia

3%
South America

The revenue figures for Great Britain for both the current
and the comparative period were reclassified
from “European Union” to “Rest of world.”

63%
European Union
(of which Austria: 49%)

8%
Rest of world

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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INVESTMENTS

At EUR 776.7 million, the voestalpine Group's in-
vestment volume in the business year 2019/20
was lower than in previous years. This was the first
time since the business year 2011/12 that its in-
vestments were less than depreciation. Numerous
cutting-edge projects were successfully imple-
mented in recent years. As the consolidation phase
has already started, the task at hand now is to
optimize these state-of-the-art facilities in daily
operations, taking technical and economic per-
spectives into account. The Group's investment
activities will be scaled back yet further in the
current business year 2020/21 against the back-
drop of the tight financial situation related to
COVID-19.

The decline in the Steel Division’s project activity
is particularly pronounced. The comprehensive
overhaul of Blast Furnace A at the division’s facil-
ities in Linz, Austria, over the summer of 2018
marked the successful completion for the time
being of its larger projects. As a result, the divi-
sion’s investment volume dropped by 53.0%,
from EUR 322.7 million in the previous yearto EUR
151.6 million in the reporting period. November
2019 saw the successful start-up of the Linz elec-
trolyzer plant, which serves to explore CO,-free
production of hydrogen. This pilot plant, which
was built with partners such as Verbund AG
(Austria’s leading utility) and Siemens, conducts
research on the production of “green” hydrogen,
an input material expected to replace fossil fuels
in steelmaking. In the business year 2019/20, the
Steel Division invested in a new cold-rolled strip
testing center among other things. Developments
ininnovative, ultra-high strength steel grades give
rise to new requirements regarding analyses of
mechanical product properties. The construction
of a new straightening machine was the most im-
portant project in the division’s heavy plate prod-
uct segment. The new facility, which was brought
online at the start of the business year 2020/21,
willimprove the product quality of clad plates for
highest requirements.

At EUR 259.7 million, the investment volume of
the High Performance Metals Division in the busi-
nessyear 2019/20 was 7.4% higherthan the vol-
ume (EUR 2471.2 million) in the previous business
year. Construction of the fully digitalized special
steel plant, which has a capital spending budget
of EUR 350 million, was launched at the start of
the reporting period. Preparations at the con-
struction site, including the work on the infrastruc-
ture for subcontractors, had already taken place
ayear earlier. The foundations as well as the steel
mill production floor were built in the business
year ended, and specialized companies were
busy installing the energy delivery system as well
asthe piping systems. While the construction con-
tinued in the fourth quarter of the business year
2019/20 despite the spread of the COVID-19
pandemic, albeit subject to restrictions, delivery
bottlenecks delayed the progress of the work by
a few weeks. Both the completion of the facility
and the initial phase of the start-up are slated for
the second half of calendaryear 2021. Once the
certification processes have been completed, the
division will be able to supply high-performance
steels to international customers in the aerospace
and automotive industries as well as in the oil and
natural gas sector.

voestalpine BOHLER Aerospace GmbH & Co KG
invested in a state-of-the-art forging press for the
production of structural aircraft components and
launched the start-up activities for it at the close
of the reporting period. A year earlier, the com-
pany had already invested in a high-tech fast
forge press for highly stress resistant, rotating air-
craft turbine components. These trailblazing pro-
jects will enable BOHLER Aerospace to continue
satisfying the high quality standards of aerospace
industry customers in the future, too.

At EUR 181.0 million, the investment expenditure
ofthe Metal Engineering Division in the business
year 2019/20 was 14.1% lower than the amount
(EUR 2710.8 million) invested in the previous year.
The division inaugurated its Metallurgy Center
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research facility in Donawitz, Austria, in mid-May
2019. This centeris a miniature version of a com-
plete steel plant that supports innovations in the
field of high-performance steels. The division’s
roughly EUR 100 million investment in a new con-
tinuous casting plant (“CC4”) that has an annual
capacity of 950,000 t was largely completed in
the business year ended. The highly digital facil-
ity will replace the CC2 unit, which has become
obsolete. The work to assemble the plant had
started at the beginning of the reporting period.
Both the construction cranes and the infrastruc-
ture—mainly media and power supplies—were
put in place at the same time. The launch of this
highly automated plant will likely be kicked off in
the first quarter of the business year 2020/21.

At EUR 170.0 million, the investment volume of
the Metal Forming Division in the business year
2019/20 also was substantially lower than the
amount (EUR 223.2 million) expended in the busi-
nessyear2018/19. Much was done in recent years
to push the division’s internationalization in the
Automotive Components business segment. Nu-
merous plants were built in the United States,
Mexico, South Africa, and China among other

places using innovative product and process
technologies. While the division focused chiefly
on optimizing its existing facilities in the reporting
period, it also implemented a larger project in
Shenyang, Northeast China. The new, third phs-
ultraform® line was developed in China in its en-
tirety and implemented using national suppliers.
The plant was started up in the fall of 2019. The
site, which was inaugurated in 2015, has been
producing security-related structural parts for
international automotive manufacturers since
then.

New process technologies were the focal point of
the investments of the Tubes & Sections business
segment in the business year 2019/20. For ex-
ample, a high-performance processing center
serving particularly the aerospace industry was
inaugurated at the segment’s facility in Shelbyville,
Kentucky, USA. Further underscoring the empha-
sis on production technology, a French entity,
voestalpine Profilafroid, installed a customized
sectioning line during the reporting period’s first
half. voestalpine Rotec Coating SRL brought a
new high-quality coating facility for safety belt
tensioner parts online at the start of calendaryear
2020.
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ACQUISITIONS

Inthe business year 2019/20, the Metal Engineer-
ing Division completed a strategically significant
acquisition for its welding consumables product
segment. Specifically, voestalpine Bohler Welding
Group GmbH acquired Selco S.r.l., awelding ma-
chinery manufacturer in Italy. Selco, which was
foundedin 1979, possesses 40 years of know-how
in the production of equipment and accessories
for arc and plasma welding. The company has
plants in Onara and Cittadella, both Italy.

This acquisition represents the next step in the
development of the Welding business segment
into a full-service providerin the welding industry.
The addition of welding machinery to the seg-
ment’s portfolio now enables voestalpine Bohler
Welding to offer a fully coordinated combination
of welding consumables and welding equipment.
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HUMAN RESOURCES

As of March 31, 2020 (the close of the business
year 2019/20), the voestalpine Group had 47,668
employees excluding apprentices and leased
personnel, i.e., 1,124 fewer employees or 2.3%
less than as of March 31, 2019. When 1,337 ap-
prentices and 2,679 leased employees are in-
cluded, the total rises to full-time equivalents
(FTEs) of 49,682 person years, a year-over-year
reduction by 4.3% (2,225 FTE).

Compared with the previous business year, the
number of leased personnel (2,679) represents a
decrease of 18.8%.

A total of 55.2% of the employees (27,442 FTE)
work at Group locations outside of Austria, and
22,247 employees work in Austrian voestalpine
companies.

Of the total of 1,337 apprentices, as of the
March 31, 2020, reporting date, 62.8% were
being trained in Austrian companies and 37.2%
atthe company’s locations abroad. On the whole,
the number of apprentices rose year over year
by 27 or 2.0%.

EMPLOYEE
SHAREHOLDING SCHEME

voestalpine has had an employee shareholding
scheme since 2001, which has been continually
expanded since then. Besides all ofthe company’s
employeesin Austriq, its employees in Great Britain,
Germany, the Netherlands, Poland, Belgium, the
Czech Republic, Italy, Switzerland, Romania, Spain,
and Sweden also have a share in “their” company.
The voestalpine Mitarbeiterbeteiligung Privat-
stiftung (employee foundation for the Group’s
employee shareholding scheme) is a stable, key
shareholder of voestalpine AG. As of March 31,
2020, a total of 25,300 employees have a stake
in voestalpine AG through this foundation. They
hold about 23.7 million shares which, due to the
general bundling of voting rights, represent 12.9%
of the company’s share capital (previous year:
13.4%). In addition, former and active employees
of voestalpine hold approx. 3.3 million “private
shares” of voestalpine AG, which equatesto 1.9%

ofthe voting shares. The foundation exercises the
voting rights of these shares, too, as long as the
given employees do not exercise their right to dis-
pose of the shares. On the whole, therefore, as of
March 31, 2020, the voting rights of 14.8% of the
share capital of voestalpine AG are bundled in
the foundation.

STAHLSTIFTUNG
(STEEL FOUNDATION)

The Stahlistiftung (Steel Foundation) was founded
in Linz, Austria, in 1987. Its aim was to provide
employees of the VOEST-ALPINE Group (as it was
called at the time), who had to leave the compa-
ny due to a crisis, as well as employees of com-
panies outside of the Group with opportunities
for reorienting themselves professionally. Up to
four years of training and continuing education
were funded for this purpose.

In the business year 2019/20, about 87% of the
participants looking for work were able to devel-
op a new professional perspective with the help
of the Stahlstiftung. As of the March 31, 2020, re-
porting date, a total of 334 individuals were re-
ceiving assistance from the Stahlstiftung, 69.2%
of whom were former employees of the voest-
alpine Group. The total number of active Stahl-
stiftung participants in the business year 2019/20
was 546, i.e., 2.5% less than in the previous year
(560 individuals). In addition to the participants
covered by the Stahlstiftung in its capacity as a
classic employee fund, the activities of 62 indi-
viduals related to educational leave were also
supported during the reporting period.

APPRENTICES AND
YOUNG SKILLED WORKERS

The Seventh voestalpine Group Apprentice Day
was held at the Linz headquarters of voestalpine
AG in November 2019. About 350 apprentices
from Austria, Germany, and Switzerland attended
the event together with their trainers. The event
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serves to introduce the Group's apprentice em-
ployees to as many of theiryoung colleagues from
other Group sites as possible and, at the same
time, to give them something of a first-hand over-
view of “their” Group. The Management Board
picked the winners of the “Vehicle of the Future”
apprentice competition. Two apprentices from
the Group’s Mechatronics unit in Germany won
first prize for their “Future Wheels.” Numerous
apprentices had submitted their vision of the
“vehicle of the future,” thus shining a light on the
innovative potential of voestalpine’s next gener-
ation of skilled workers.

Per apprentice, the company invests about EUR
70,000 in the comprehensive three or four-year
training program. In orderto efficiently approach
potential apprentices, in recent years the com-
pany has continually expanded its social media
activities on Facebook, Instagram, and YouTube.
The Group's excellent numbers in terms of com-
pleted apprenticeships create a solid base of
skilled workers for the future: 96.5% of the ap-
prentices in Austria, Germany, and Switzerland
passed their final apprenticeship exam in the
business year 2019/20; of the Austrian graduates,
68.1% even did so with good or excellent grades.
voestalpine’s skilled workers in training won nu-
merous medals yet again at professional cham-
pionships, most of which were international or
drew international participants. This included
the British industry award, “The Metals Industry
Apprentice of the Year 2019”; and the Upper
Austrian Apprentice Award, “Best Apprentice,”
which was conferred upon one apprentice from
among a total of 777.

As a company focused on innovation, it is of
great importance to voestalpine to ensure that
its apprentices learn about topics such as digita-
lization and Industry 4.0 from day one of their
training. Avariety of digitalization projects as well
as a new electrical technology lab at the Group’s
site in Kapfenberg, Austria, help to boost appren-
tices' digital skills as part of their training and thus
ensure the availability of skilled workers in the
future.

For the apprenticeship year that begins in the
fall of 2020, voestalpine is offering about 450
new apprenticeship slots at 42 companies in
Austria and Germany alone. Trade shows or “open
houses,” where students and their parents can
get information in person on the wide range of
vocational training and education (VET) options,
serve to introduce future apprentices to the field.

DEVELOPMENT OF EXECUTIVES

In the business year 2019/20, voestalpine con-
tinued to rely on a Group-wide executive devel-
opment program based on its tried and tested
“value:program.” A total of 198 employees from
26 countries participated in this multi-level lead-
ership curriculum. It provides training and ad-
vancement options tailored to target groups for
all executive levels based on a combination of
in-person and online courses, including external
postgraduates and business school students.
What makes this program so valuable aside from
the comprehensive skills training imparted by
international top experts is the intensive col-
laboration on the part of individual members of
voestalpine’s leadership. They engage in their ca-
pacity as speakers, project managers, or even
sparring partners, so to speak, in wide-ranging
exchanges of experience. This mixture of external
and internal know-how along with the Group’s
commitment to ensuring that employees possess
advanced qualifications make the voestalpine
leadership program a central component of the
Group's claim to being “one step ahead.”

OTHER EMPLOYEE
DEVELOPMENT PROGRAMS

In order to foster and boost relevant employee
capabilities and skills in a manner both functional
and regional, the voestalpine Group offers a num-
ber of additional programs such as the “Purchas-
ing Power Academy”; the “HR Academy”; the
“Early Career Program” in North America; and the
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“Young Professional Training Program” (YPTP) in
China. The High Mobility Pool (HMP) executive
development program was repeated in the busi-
ness year 2019/20 to foster international talent.
This program is aimed at young, international
college graduates with a few years of profession-
al experience, who carry out project work world-
wide at a high level within a predefined period.
It gives young, talented individuals the opportu-
nity to rapidly absorb corporate practice and to
promote international networks within the Group
pursuant to their professional specialization.
Following two years of successful international
project activity, at the close of the business year
ended participants of the HMP program were
given the opportunity to continue developing
their careers based on long-term employment
with the company.

Numerous other customized programs and train-
ing options in individual divisions and business
units complement and expand the Group-wide
training and advancement portfolio available to
voestalpine’s employees.

EMPLOYEE SURVEY

In the fall of 2019, the most recent global survey
of voestalpine employees was carried out in 229
companies in 50 countries. Of the total of just
under 50,500 employees invited to participate,
just under 47,000 agreed to do so (a response
rate of 77%). The level of commitment as a cru-
cial key indicator rose from 53% in 2016 to 56%
in 2019. It describes the emotional and intellec-
tual degree of loyalty to a group or organization
and is compiled from several questions. There
also were increases in the numbers related to the
rate of agreement regarding the strategic fields
of action, “Professional Development Options”
and “Direct Executive,” which had been defined
forthe Group as part of the review, aggregation,
and analysis of the 2016 survey. To collect addi-
tional information, Group companies will be able
to conduct interim surveys between now and the
next employee surveyin 20271. Besides analyzing

the results of the survey, the review and aggrega-
tion process also involves developing action steps
based on the findings. Every company is expect-
ed to report its two most important action steps
to the Group. The Management Board of voest-
alpine AG also resolved to institutionalize the pro-
cess of reporting survey findings and resulting
actions to the participating companies’ supervi-
sory bodies.

COOPERATION WITH
EDUCATIONAL INSTITUTIONS

Many voestalpine companies offer students the
option of enrolling in internships. Among other
things, this is focused on scientific work in coop-
eration with the companies. Currently, numerous
diploma and masters theses as well as disserta-
tions are being written in cooperation with the
Group.

voestalpine uses innovative formats tailored to
different target groups to introduce itself to future
employees. Forexample, a “sales challenge” was
organized in Linz for future sales personnel from
14 commercial academies; another example is
the hackathon that was sponsored for young
digitalization experts in Vienna, Austria. At the
“Freetopia” event organized as part of the
“Children’s City” (Kinderstadt) project at the Group’s
Kapfenberg site, children between the ages of
6 and 12 were given the opportunity to try out
different jobs through play.

The University of Mining and Metallurgy in Leoben,
Austria, also participates in numerous collabora-
tive training programs. These range from spon-
soring commitments aimed at kindling young
people’s interest in technical degrees, to the so-
called “voestalpine talks” (a collaborative event
with all student representatives), all the way to
support forthe annual “teconomy” student trade
show.
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MEASURES RELATED
TO THE COVID-19 PANDEMIC

The final weeks of the business year ended were
dominated by the impact of the COVID-19 pan-
demic on the Group's employees. Starting in
China and then spreading globally in most of
the Group’s companies, the pandemic evolved
into one of the biggest economic challenges in
recent decades. A Coronavirus Task Force that
was established at Group headquarters coordi-
nated all responses with the aim of not only pro-
tecting employees’ health but also reacting flex-
ibly to the fluctuations in companies’ capacities.
In addition, the evolving measures taken by the

governments of different countries had to be ad-
equately implemented. The Coronavirus Task Force
prepared hand hygiene guidance and rules of
conduct to be followed at the workplace. At the
start of the crisis, Group-wide guidelines were is-
sued for handling business trips. Subsequently,
teleworking recommendations were developed
and short time work was coordinated in those
countries where related state-sponsored meas-
ures were put in place.

In all of this, a great deal of attention was paid to
keeping voestalpine’'s employees informed at all
times and as best as possible about all actions
being taken.
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RAW MATERIALS

According to the official statistics of the World
Steel Association, in calendar year 2019 a total
of 1,848.5 million tons of steel were produced
worldwide. Of this amount, only a small portion
was generated by recycling steel scrap using elec-
tric arc furnaces. Most was manufactured based
on furnace technology, which requires two key
raw materials: iron ore and coke. These two com-
modities thus also are the key input materials for
both the Steel Division and the Metal Engineering
Division.

IRON ORE

In 2019, iron ore prices were very volatile at a
high level compared with the previous year. In
2018, the spot market price (cost and freight
(CFR) China) had still largely fluctuated between
USD 65 and USD 75 per ton. The sharp increase
in prices at the start of 2019 to about USD 90 per
ton resulted mainly from a dam break in an iron
ore mine in the Brazilian state of Minas Gerais.
For safety reasons, production in the company’s
other mines had to be suspended until further
notice as well. Highly inclement weather in Aus-
tralia further reduced global iron ore supplies.
But the fact that iron ore prices continued to climb
atthe start of voestalpine’s business year 2019/20
was also due to unexpectedly high demand from
China.

Atthe global level, by contrast, in 2019 steel pro-
ducers in many countries were confronted with
declining demand due to growing protectionism.
In China—the most important supplier by far,
given the country’s market share of more than
50%—steel producers benefited from the tail-
winds of the government’s economic stimulus
programs. At about USD 120 per ton, the spot
market price reached a level in July 2019 that
had last been seenin 2014. In early August, prices
abruptly dropped back down to below USD 100
thanks to mine capacity recoveries as well as the
slight slowdown in expectations regarding future
demand from China. Australia and Brazil supply
most of the world’s iron ore. This means that two

countries largely control the world’s second-largest
commodity market after crude oil and the most
important raw material for steelmaking.

For the remainder of the business year 2019/20,
iron ore prices were less volatile, roughly fluctu-
ating between USD 80 and USD 95 perton. Even
the spread of COVID-19 in China caused only a
temporary drop in iron ore prices at the end of
January 2020.

The surcharges that were slapped not only on fine
ores (a base product), but also on higher-rated
iron ore pellets rose dramatically in the wake of
the Brazilian dam break at the start of 20719. As
the business year 2019/20 wore on, however, the
supply shortages slowly dissolved, in turn pushing
down spot market prices.

COKE

Coke, which is produced from metallurgical cok-
ing coal, serves as both a source of energy and
a reducing agent by removing oxygen from the
iron ore. At just over USD 200 per ton (free on
board (FOB) Australia), the price for coking coal
at the start of the business year 2019/20 corre-
sponded more or less to the average price in the
previous business year. When the price of iron ore
peaked inJuly 2019, the price of coking coal was
already trending downward. It gradually declined
to USD 135 toward the end of the calendar year.
There are several reasons why the price trend for
coking coal was in part opposed to that for iron
ore. China's position in the international coking
coal markets is not as dominant as in the iron ore
market. In addition, there were no weather-related
losses on the supply side during the business year
2019/20. And, finally, Chinese steel plants were
supplied by rising Mongolian exports. It wasn't
until the fourth quarter of the business year
2019/20 that the price of coking coal gradually
recovered, closing at just over USD 160 per ton
as of the end of March 2020.
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STEEL SCRAP

Both the Steel Division and the Metal Engineering
Division use high-quality scrap in addition to pig
iron. Steel scrap also is the main base material
for the production of special steel using electric
arc furnaces in the High Performance Metals Divi-
sion. Prices for steel scrap trended downward
during the first half of the business year 2019/20
aswell, in part offering a contrast to those foriron
ore. While high-quality scrap (type E3, Germany)
still cost EUR 285 per ton at the start of the busi-
ness yedar, its price fell to less than EUR 210 in
October 2019. This was followed by a gradual re-
covery. Toward the end of the business year,
the price for high-value steel scrap was about
EUR 235 perton.

ALLOYS

Alloys are a key cost factor in the High Perfor-
mance Metals Division. Moreover, they are used

in steel production alongside pig iron and scrap
to manufacture highest-quality steel grades.
The price of nickel, the most important alloy for
the High Performance Metals Division in cost
terms, was highly volatile throughout the business
yvear 2019/20. At its start, nickel still cost about
USD 13,000 per ton. The announcement by the
government of Indonesia, the world’s largest nickel
producer, that it would impose an embargo on
nickel exports come January 2020 drove the
price to about USD 18,300 perton in September
2019. However, declining demand for stainless
steel as well as the expectation that production
rates in other countries would grow caused the
nickel price to drop overtime. At about USD 11,200
per ton, the nickel price as of the end of March
2020 had fallen substantially below its level at
the start of the business year.

Prices for zinc dropped by roughly 40% during
the reporting period, from about USD 3,000 per
ton to about USD 1,850. Prices for molybdenum,
chromium, and vanadium also saw significant
declines throughout the business year 2019/20.
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RESEARCH

AND DEVELOPMENT

Leadership in innovation, technology, and qual-
ity are core elements of any sustainable corpo-
rate strategy. This explains the importance given
to research and development (R&D) as an inte-
gral part of voestalpine Group's business model.
The ongoing development of new products and
production processes is vital for a technology-
driven company such as voestalpine so that it
can differentiate itself from the competition and
continue to succeed in the market. Innovations
thus are the key to the company'’s viability in the
future.

EXPENDITURES

The voestalpine Group’s research expenditures
have climbed continually in recent years. Both
the actual expenses of EUR 174.4 million in the
business year 2019/20 as well as the budget of
EUR 186.9 million for the business year 2020/21
reflect the importance of R&D within the Group.

ORGANIZATION AND FOCUS

Research and development in the voestalpine
Group are decentralized. This facilitates proxim-
ity to the respective production facilities and ex-
perts as well as to the respective customers and
markets. Centralized management, inturn, serves
to ensure the efficiency of this global network of
more than 70 research and development sites.
Avariety of formats are used to exchange knowl-
edge and exploit synergistic potential. The Re-
search Committee is responsible for comparative
work and for facilitating exchanges of informa-
tion among R&D managers. Group projects link
existing expertise across all divisions. R&D expert
clusters offer platforms for researchers to discuss
particulartopics. The “Synergy Platform” in its ca-
pacity as an intra-Group annual conference has
proved its utility in this respect. It is attended by
renowned international experts and offers op-
portunities for meeting in person and networking
above and beyond the sharing of know-how.

The company’s R&D activities focus on mobility
and energy—two technology-intensive sectors.
These are not only voestalpine’s biggest earners,
they also are the two areas most affected by the
Group’s evolution toward resource-efficient, sus-
tainable approaches.

Itis precisely this change that was at the heart of
this year's voestalpine Synergy Platform. Presen-
tations by experts on climate change, sustain-
ability, the transformation of the energy system,
and electric mobility offered divergent ideas,
food forthought, and room for debate. The multi-
faceted field of mobility, in particular—which
ranges from automotive technology, to railways,
all the way to aerospace—is shaping up to be a
driver of innovation for the Group on the whole.

AUTOMOTIVE

High and highest tensile steels, press-hardened
steel as well as ultra-high strength high-ductility
steel: Developments such as these open up new
dimensions for lightweight construction in both
the automotive and the commercial vehicle in-
dustry. Perspectives and objectives alike are wide
in scope: lower fuel consumption and thus a re-
duction in the emissions of vehicles powered by
combustion engines, fewer trips by commercial
vehicles thanks to potentially greater loads as
well as the greater reach of vehicles powered by
batteries. The development and market launch
of innovative products has already made con-
siderable progress in this direction. For example,
this includes the special CP1400HD steel for cold
forming in automotive engineering that requires
ultra-high strengths as well as alform1300x-treme®
forthe most demanding requirements in the con-
struction of mobile cranes.

RAILWAY SYSTEMS

In the Railway Systems segment, R&D focuses on
the optimal availability of the track route, on in-
creasing security yet further, and on simultaneous
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RESEARCH EXPENDITURE FOR THE voestalpine GROUP

In millions of euros, R&D gross expenditure (without R&D facility investments)

128 127 132

171 174

2013/14 2014/15 2015/16

2016/17

2017/18 2018/19 2019/20

ORGANIZATIONAL STRUCTURE - RESEARCH AND DEVELOPMENT

voestalpine AG

Steel High Performance Metals
Division Division

L !

Research Committee

reductions in the resources and energy used. A
core objective in this regard involves the ongoing
development of materials used for tracks into
steel grades resistant to wear and tear. The 340
Dobain® HSH® track reduces deformation result-
ing from surface wear and tear to a minimum. This
track grade is already being used to great suc-
cess in the Eurotunnel.

Metal Engineering
Division

Metal Forming
Division

L L

Research Coordination

Besides developing track grades, voestalpine’s
work in railway technology also focuses on con-
tinually refining turnout systems, specifically,
systems capable of monitoring and diagnosing
rolling stock, fixed infrastructure assets, and en-
vironmental conditions. They make it possible to
identify changed statuses early on and to boost
both security and availability in rail transporta-

Research Board
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tion by means of prospective maintenance. The
increased use of digitalization is of great impor-
tance to the ongoing development of these sys-
tems. voestalpine’s participation in the “Virtual
Vehicle” Competence Center is part and parcel
ofthese approaches. Here, state-of-the-art mod-
eling and simulation methods are used to accel-
erate the time required for developing vehicles
and to make the work even more economical. The
aimistotechnologically translate research findings
into marketable products rapidly and efficiently.

INDUSTRIAL SYSTEMS

The Industrial Systems business segment also
boasts successful new product launches, among
them VAtitan-TC®, a threaded pipe connection
for extremely high torque capabilities that is used
in deflected shale gas drilling. A newly developed,
cored wire electrode guarantees non-porous po-
sition weldability of nickel plate for use in liquid
gas applications. Using the new research infra-
structure at the Group’s Donawitz facility in Austria
made it possible to bring a new wire alloy for set
nail applications to market very efficiently and in
a way directly tailored to customer needs.

SPECIAL MATERIALS AND
TOOLMAKING

The special materials segment succeeded in de-
veloping a new steel alloy for the production of
premium watches that are particularly skin friend-
ly and wear resistant.

The still young field of metal additive manufac-
turing enables the production of tools that are
sustainable in several respects. The construction
process, which is optimally adapted to the res-
pective application, substantially increases the
tools’ useful life and decreases the reject rate.
voestalpine develops and carries out all process
steps—from the production of the metal powder,
to design and construction, all the way to actual
additive manufacturing and finishing.

E-MOBILITY AND
DECARBONIZATION

As regards parts for electric vehicles (EVs), using
a battery case cover the company succeeded in
bringing a complex component to mass produc-
tion. This was preceded by a years-long develop-
ment alliance with the customer and the voest-
alpine Group's ability to link existing materials
and processing competence.

voestalpine offers a solution for the so-called
“second life” of vehicle accumulators, i.e., follow-
on uses in energy storage farms, that takes the
form of high-quality warehouse structures. They
comprehensively fulfil stringent requirements as
to connectivity, stable ambient temperature, and
fire protection.

voestalpine leads the way in the incremental de-
carbonization of steel production. In the long
term, hydrogen is to be used as a reducing agent
using the direct reduction bridge technology
based on natural gas. The hydrogen must be sus-
tainably generated, i.e., using water and renew-
able energies. Ahydrogen electrolyzer facility was
built and successfully started up at the Group’s
Linz facility in Austria in orderto conduct research
on this technological potential in the steel indus-
try. The groundbreaking, so-called “SuSteel” pro-
ject in Donawitz serves to conduct research on
alternative, direct steelmaking technology based
on hydrogen plasma.
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ENVIRONMENT

ENVIRONMENTAL EXPENDITURES

Following the completion in the business year
2018/19 of two major projects in the Steel Divi-
sion and the High Performance Metals Division,
environmental investments fell from EUR 66.2 mil-
lion backto EUR 35.0 million and thus to the level
in years past. By contrast, current environmental
expenditures rose from EUR 299.71 million to EUR
314.5 million.

CO, ALLOWANCES

This is chiefly due to the expense of EU emissions
trading, which grew in the business year ended
from EUR 69.7 million to EUR 20.0 million owing
to the increase in allowance prices. The Steel Divi-
sion alone accounted for fully EUR 62.2 million
(previous year: EUR 44.0 million) of this amount.
The shortfall (overall need for allowances less
allocation of free allowances) in the business year
ended was about one third of CO, emissions, just
as in previous years on average. It is expected

ENVIRONMENTAL EXPENDITURES

from today’s vantage point that the need to pur-
chase additional allowances during the coming
emissions trading period that runs from 20271 to
2030 will reach a similar scale.

The market remained very volatile following the
exorbitant price increases in the past two busi-
ness years. The general economic downturn—
which intensified toward the close of the business
yvear 2019/20 due to the COVID-19 pandemic
and the resulting, widespread production shut-
downs that led not just to a decline in industrial
emissions but also to lower energy generation
and consumption—was the main reason for the
most recent temporary drop in prices.

CORPORATE ENVIRONMENTAL
FOCUS AND MEASURES

Despite shrinking investments in a difficult eco-
nomic environment overall, the voestalpine Group
brought important environmental and climate
protection projects to fruition at its sites around
the world.

In millions of euros

218 222 257

43 55 46

23

Environmental investments

M Environmental operating expenses

299
258

66
41 35

2013/14 2014/15 2015/16*

2016/17

2017/18 2018/19 2019/20

*In the business year 2015/16, in addition to the emission-intensive Austrian Group sites,
a number of other, primarily international, production companies were included.
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The environmental program for the business year
2019/20 at the companies of the Steel Division
in Linz, Austria, which engage in the production
and processing of steel, foregrounded measures
aimed at further reducing the use of fossil fuels
such as coke and natural gas, process energy
such as blast furnace gas (BFG), electricity, and
the use of water for cooling the facilities. Steps
were also taken to lower dust accumulations.
The work being undertaken at Austria’s largest
legacy pollution clean-up project on the areal of
the former coking plant continued apace. Hot
spots (i.e., highly contaminated soil) located in
the area of the former tank warehouses were re-
moved. The funnel & gate system has made it
possible for the past five years already to suc-
cessfully counteract any removal of pollutants via
the groundwater.

As before, the investment activities of the High
Performance Metals Division are focused primar-
ily on its new special steel plant in Kapfenberg,
Austria. Itis slated to start up in 20271 and will set
highest ecological standards in terms of energy
efficiency, heat recovery, and wastewater recy-
cling.

The “environmentally optimized pickling” project
with a volume of about EUR 16 million was com-
pleted at the same site in the business year end-
ed. The newly built, fully automated salt bath and
tunneled pickling system is equipped with a next-
generation exhaust airand wastewater treatment
unit for chemically treating wire rod and drawn
special steel wire. This enables significant improve-
ments in air, wastewater, and waste emissions; in
resource efficiency; and, finally, in further reduc-
tions of employees’ health risks. The pickling shop
was redesigned as a tunneled facility. Acid vapor
is treated via exhaust air scrubbers, and a regen-
eration unit lowers the consumption of acid. The
cascading structure involving rinse water and acid
regeneration reduces the amount of waste classi-
fied as hazardous that takes the form of slurry
from the wastewater cleaning facility. The new
wastewater treatment unit also significantly low-

ers emissions concentrations as well as the vol-
ume of wastewater. Finally and not least, the re-
designed facility will allow employees in the future
to carry out their activities without having to be
in the immediate vicinity of the acid baths.

The Metal Engineering Division focused on further
improvements in resource efficiency and on sus-
tainably effective energy-related measures.

At the Group's largest site (Donawitz, Austria), a
comprehensive program aimed at boosting effi-
ciency makes it possible to increase the efficien-
cy of the plant’'s own generation of energy from
by-product gases in the company’s own power
plant by up to 20 GWh/year. In addition, techni-
cal measures help to reduce the amount of en-
ergy required to operate the power generation
unit by some 6,000 MWh per year. A new waste
gas blower at the sintering plant that also con-
sumes a lot less electricity thanks to its greater
efficiency was started up in March 2020. More-
over, the division’s production companies made
comprehensive investments in the optimization
of cooling and wastewater systems and, in part,
inthe modernization of the buildings’ heating and
cooling systems also.

When it comes to voestalpine’s high environmen-
tal standards, the company’s Zeltweg site in Austria,
which is specialized in turnout technology, is a
shining example: Its environmental footprint has
been CO,-neutral forten years already, thanks to
extensive energy saving and efficiency measures,
the use of district heating from biomass and waste
heat as well as the facility’s own hydroelectric
power plant. The Zeltweg factory is planning ad-
ditional projects focused primarily on lowering its
consumption of energy. This includes the com-
plete conversion of the factory floor heating sys-
tems to CO,-neutral district heating and replac-
ing the fork-lifts that are operated using natural
gas with electric vehicles. Some 40% of the still
remaining direct CO, emissions, which so farwere
more than offset by excess electricity from the
facility’s own hydroelectric power plant, can be
cut via this approach.
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The Metal Forming Division also took steps at a
number of its sites in Austria and internationally
aimed at boosting energy efficiency yet further
and thus further lowering CO; emissions. This in-
cludes the widespread conversion to LED in fac-
tory floor lighting, improvements in the heat re-
covery process, and reductions in the consumption
of water.

An emblematic project aimed at generating re-
newable energy in house, which uses innovative
voestalpine products for photovoltaics, was im-
plemented in the Netherlands, specifically, the
company’s Bunschoten plant for automotive com-
ponents. There, 35,000 solar panels that cover
an area of more than eight soccer fields will gen-
erate annual peak solar energy of about 10 mil-
lion kWh in the future. This covers one third of the
facility’s own energy requirements, with the result
that its CO, emissions are reduced by close to
6,000 tons a year. voestalpine’s special section
systems from Belgium are being used to install
the solar panels on the roof.

Annually, the division achieves savings of 600 MWh
in its consumption of natural gas while, at the
same time, raising its production volume at its
precision section production plantin Lower Austria.
The annealing furnace was converted to so-called
recuperative burners for this purpose. The new
system consumes less energy to heat fresh air by
using partially preheated air from the furnace.

ENVIRONMENTAL
MANAGEMENT SYSTEMS

Worldwide, roughly 130 Group companies (in-
cluding all larger, environmentally-sensitive op-
erating sites) are part of voestalpine’s internal
environmental data management system. Ap-
proximately two-thirds of these entities possess
an environmental management system (EMS)
pursuant to ISO 140071 or the Eco-Management
and Audit Scheme (EMAS), and another 8% uti-
lize a certified energy management system pur-
suant to ISO 50001.

PRODUCT SUSTAINABILITY

Comprehensive analyses of a product regarding
its ecological, economic, and social impact over
its entire useful life are becoming ever more im-
portant, not only from customers’ viewpoint. Given
the challenges of climate protection, increasingly
such analyses are also being required at the po-
litical and legislative level. This applies not least
to the EU’s “Green Deal,” which also emphasizes
this topicinits long-term industrial greening strat-
egy.

Asregards environmental issues, therefore, voest-
alpine primarily foregrounds comprehensive
customer-specific activities such as life cycle as-
sessments (LCAs) and sustainable analyses over
the entire delivery and value chain. This includes
anumber of quantifiable, specific product decla-
rations such as environmental product declara-
tions (EPDs) as well as those pertaining to mate-
rial compliance and the circular economy.

The voestalpine Group engages in an intensive
dialogue with its customers on issues of sustain-
ability, particularly with respect to decarboniza-
tion and product assessment. It participates in
cross-sectoral initiatives such as “Responsible
Steel” and publishes its performance via external
assessments such as the Carbon Disclosure Pro-
ject (CDP) in ways that make it transparent to
the public. Inthe CDP’s 2019 Climate Change as-
sessment, voestalpine’s standing improved from
a “B” status to an “A” (leadership status) as well
as from “B” in the organization’s supplier engage-
ment rating to “A” (global leaderboard), its highest
possible category.

ENERGY AND CLIMATE POLICY

At the level of the EU, work to flesh out the Green
Deal initiated by the new EU Commission is front
and center. As far as the steel industry is con-
cerned, in this connection specific steps to sup-
port its long-term decarbonization are particu-
larly relevant. Initial guideposts for this project—for
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example, tightening the CO, reduction targets
for 2030; an EU-wide, binding climate act; and a
European industrial strategy—are currently going
through the political decision-making process. In
Austria, for its part, the federal government that
took office in January 2020 has presented a very
ambitious climate protection program for the leg-
islative period that runs until 2024. Given its goal
to achieve climate neutrality by 2040, this pro-
gram significantly surpasses the targets of the
global climate accord and the European Union,
which set 2050 as the target. Both at the level
of the EU and nationally, voestalpine is in con-
stant talks, directly and via industry associations,
with political decision makers, the science com-
munity, environmental organizations, and indus-
trial partners.

CLIMATE PROTECTION

voestalpine has committed to the 2015 Paris
Climate Goals of a large community of states to
reduce greenhouse gas emissions by more than
80% by the middle of this century. To this end, the
company is pursuing a consistent and long-term
strategy to avoid direct CO, emissions.

In the long term, the Group’s extensive research
and development programs aim to convert the
production of steel from the approach based on
coal to one based on hydrogen. The H2FUTURE
project, which was successfully started up in the
business year ended and will run until 2021, is a
flagship project of the European Union that serves
to generate green hydrogen on an industrial scale.
voestalpine has simultaneously been exploring
concrete interim steps. Forexample, itis currently
examining financial and technical aspects of an
incremental switch from the coal-based furnace
approach to the green electricity-based electric
steel approach as a hybrid concept. After 2030,
this could lower the CO, emissions of steel pro-
duction at the Group'’s Austrian plants in Linz and
Donawitz by about one third.

However, this transformation presupposes both
the availability of renewable energy and its finan-
cial feasibility. In the final analysis, the broad-
based implementation of CO,-minimizing tech-
nologies will also depend on the degree to which
they can be operated in globally competitive
ways.
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REPORT ON THE

COMPANY'S RISK EXPOSURE

Proactive risk management, as continuously un-
derstood and practiced by the voestalpine Group,
serves to ensure the existence of the Group as a
going concern in the long term and to boost its
value and thus is key to the success of the voest-
alpine Group on the whole.

The voestalpine Group has had a comprehensive
risk management system since the business year
2000/01, which is fleshed out in a general policy
that applies throughout the Group and has been
updated and refined repeatedly since then.

An Audit Committee has been in place at voest-
alpine AG since the coming into force of the
Austrian Company Law Amendment Act of 2008
(Unternehmensrechts-Anderungsgesetz) and the
resulting increase in the importance of both the
internal control system (ICS) and the risk manage-
ment system. Among otherthings, the Audit Com-
mittee is tasked with continually addressing ques-
tions related to risk management and the ICS as
well as the monitoring thereof (see also the “Audit
Committee” chapter of this Annual Report). Both
the risk management and the internal control sys-
tems are integral components of existing man-
agement systems within the voestalpine Group.
Internal Audit monitors all operational and busi-
ness processes and the risks associated with them
as well as the ICS. As regards both the reporting
on and the appraisal of the audit results, it acts
as an independent in-house department not
bound by instructions.

This systematic risk management process assists
management in identifying risks early on and ini-
tiating appropriate precautionary measures to
avert or prevent dangers. In the sense of respon-
sible corporate management that is oriented
toward both sustainability and shareholder
value, risk management is an integral part of
the decision-making and business processes
of all of the company’s divisions and hierarchy
levels. Risk management covers the strategic
and operational levels and thus is a major ele-
ment in the Group’s sustainable success.

Strategic risk management serves to evaluate
and safeguard the strategic planning for the
future. The strategy is reviewed as to its confor-
mity with the Group's system of objectives in order
to ensure value-added growth by way of the best
possible allocation of resources.

Operational risk management is based on a re-
volving procedure (“identify, analyze, assess, man-
age, document, and monitor”) that is run uniform-
ly across the entire Group several times a year.
Operational risk management also includes en-
suring conformity with the given strategy.
Identified risks are appraised using a nine-field
assessment matrix that evaluates possible losses
and the probability of their occurring. In the main,
operational, environmental, market, procurement,
technological, financial, Compliance, and IT risks
are documented at both the strategic and the
operational level. The risk management process
is supported by a special web-based IT system.

DESCRIPTION
OF MATERIAL FIELDS OF RISK

The global COVID-19 crisis and the resulting state
of emergency dominated the last few weeks of
the business year 2019/20.

PANDEMIC, COVID-19 CRISIS

Inthe business year just ended, the novel corona-
virus and its direct effects forced the voestalpine
Group—as well as many other companies—into
crisis mode within a very short time. This worldwide
pandemic, as the World Health Organization
(WHO) has classified it, has led to an unprece-
dented (in modern times) medical, economic, and
social state of emergency that continues unabat-
ed. In order to mitigate the spread of the disease
as quickly as possible, many countries have put
rigorous measures into place based on national
pandemic plans and laws. voestalpine immedi-
ately implemented statutory and governmental
requirements with the Group’s full support. Above
and beyond mandatory requirements, numerous
measures were put in place as required and/or
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feasible, given local needs and capabilities, to
protect employees and their families and support
them as best as possible. These steps include sup-
plementary safety measures regarding people’s
health and hygiene in different production areas,
working from home (teleworking) to the extent
possible, and allowing leaves of absence for care-
giving duties.

As part of Group-wide crisis management, crisis
teams were established at three decision-making
levels (Group, divisions, companies) that are tasked
with ensuring rapid and coordinated approaches
at all ofthe Group’s sites. This includes implement-
ing emergency and crisis plans, subject to appli-
cable local conditions, that help to protect em-
ployees and—where necessary and possible—to
maintain operations as best as possible and en-
sure the organization’s stability. For example, the
steps taken to manage the crisis encompass mea-
sures to secure liquidity; short time work; reduc-
tion of time credits; early annual plant/office clos-
ings; adjustment and limitation of production
activities in keeping with the given supply chains;
and/or temporary production shutdowns. This is
complemented by the regular sharing of infor-
mation with our key clients and suppliers. Emer-
gency and crisis plans that have been put into
practice as well as other implemented measures
are evaluated at regular intervals during the cri-
sis and are adjusted as necessary in the light of
new information.

Furthermore, the material fields of risk and asso-
ciated preventive measures presented in last year'’s
Annual Report are still valid.

» AVAILABILITY OF RAW MATERIALS

AND ENERGY SUPPLIES

In order to ensure the supply of raw materials
and energy in the required quantities and qual-
ity in the long term, the voestalpine Group has
for some years already pursued a diversified
procurement strategy that is appropriate to the
heightened political and economic risks of this
globalized market. Long-term supply relation-
ships, expansion of the supplier portfolio as well

as development of the Group’s self-sufficiency
are the core elements of this strategy, which re-
main as important as before given the volatility
of the raw materials markets (for details, see the
“Raw Materials” chapter of this Annual Report).
As far as energy supplies are concerned, the
Group is continually on the look-out for alterna-
tive energy resources.

On the whole, the pandemic is disrupting glob-
al supply chains. This may trigger limitations that
are imposed by suppliers and/or customers or
arise from disruptions in transportation routes.

» GUIDELINE FOR HEDGING

RAW MATERIALS PRICE RISK

An internal guideline defines objectives, prin-
ciples, and responsibilities as well as method-
ologies, procedures, and decision-making pro-
cesses in connection with the handling of raw
materials risks. Based thereon and taking into
account individual specificities of the respective
Group company’s business model, prices are
hedged by means of delivery contracts contain-
ing fixed price agreements or by means of
derivative financial instruments. Financial de-
rivatives are deployed to hedge raw materials
procurement contracts.

» CO, ISSUE
Risks associated with CO, are covered sepa-
rately in the “Environment” chapter of this
Annual Report.

» FAILURE OF PRODUCTION FACILITIES
In order to minimize the risk of critical facilities
breaking down, ongoing targeted and com-
prehensive investments are made to optimize
sensitive units technologically. Supplementary
measures encompass consistent preventive
maintenance, risk-oriented storage of spare
parts as well as appropriate employee training.

» FAILURE OF IT SYSTEMS
At the majority of the Group's sites, business and
production processes, which are largely based
on complex information technology (IT) systems,
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are serviced by voestalpine group-IT GmbH, a
company that specializes in IT and is wholly
owned by the Group holding company, voest-
alpine AG. Given the importance of IT security
and in order to continue minimizing possible IT
breakdown and security risks, minimum IT secu-
rity standards that also encompass guidance
on business continuity management were de-
veloped in the past. These minimum standards
are regularly revised and adapted to new cir-
cumstances; compliance with these new stan-
dards is reviewed annually by way of an audit.
Additional periodic penetration tests are carried
out to further reduce the risk of unauthorized
access to IT systems and applications. Broad
online campaigns aimed at further sensitizing
our employees to security issues were carried
out yet again in the business year just ended.
Increasingly, attention is being paid also to the
topic of cyber security as part of these online
campaigns. Aworking group collects evidence
of potential cyber fraud attacks (such as social
engineering, CEO fraud, man-in-the-middle
attacks related to payments and deliveries), de-
velops preventive measures, and reviews and
adjusts existent measures as necessary. In ad-
dition, extensive online campaigns are carried
out and initiatives launched with respect to spe-
cial e-learning programs to both prevent po-
tential cyber fraud attacks and further sensitize
our employees to these risks.

KNOWLEDGE MANAGEMENT /

PROJECT MANAGEMENT

In order to sustainably safeguard the Group’s
knowledge—in particular, to prevent the loss
of its know-how—complex projects initiated in
the past are consistently and continually refined.
Besides permanently documenting all available
knowledge, new findings from key projects as
well as lessons learned as the result of unplanned
events are implemented as appropriate. De-
tailed process documentation, especially in
IT-supported areas, also contributes to securing
the available knowledge.

>
<

>
<

>

-
<

A diverse range of project management tools
and suitable project monitoring are used to
counteract any project risks (e.g., investments,
the project business). Insights gained from
earlier activities are also collected in the sense
of lessons learned and form the basis of the
ongoing enhancement of already available
tools to ensure that they are consistently applied
in connection with future projects.

COMPLIANCE RISKS

Compliance violations (e.g., antitrust and cor-
ruption violations) represent a significant risk
and may have adverse effects in that they may
trigger both financial losses and damage to the
Group's reputation. A Group-wide Compliance
management system is designed particularly to
counteract antitrust and corruption violations.
Regarding antitrust proceedings and allega-
tions, see item 19 in the Notes.

RISKS OF NONCOMPLIANCE WITH

DATA PROTECTION REQUIREMENTS
Violations of requirements under data protec-
tion laws may have adverse financial effects
and lead to reputational damage. A data protec-
tion unitwas established on the basis of the data
protection requirements that apply throughout
the Group. It serves to help the management of
Group companies carry out their responsibilities
regarding compliance with statutory and intra-
Group data protection requirements.

RISKS FROM THE FINANCIAL SECTOR

Financial risk management is organized cen-
trally with respect to policy-making power, strat-
egy determination, and target definition. The
existing policies include targets, principles, du-
ties, and responsibilities for both Group Treasury
and the financial departments of the individual
Group companies. Financial risks are monitored
continuously and hedged where feasible. In par-
ticular, this strategy is aimed at natural hedges
and at reducing the fluctuations in both cash
flow and income. Market risks are largely hedged
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through derivative financial instruments that
are used exclusively in connection with an un-
derlying transaction.

Specifically, financing risks are hedged using the
following measures:

» Liquidity risk

Liquidity risks generally consist of a company
being potentially unable to raise the funds nec-
essary to meet its financial obligations. Existing
liquidity reserves enable the company to meet
its obligations even in times of crisis. Further-
more, a precise financial plan that is prepared
on a revolving, quarterly basis is the primary
instrument for controlling liquidity risk. Group
Treasury centrally determines the need for finan-
cing and bank credit lines based on the consoli-
dated operating results.

Group Treasury conducted additional reviews
in orderto take current conditions resulting from
the COVID-19 crisis into account. The planned
liquidity needs for the next 12 months are to be
covered by a liquidity reserve.

» Credit risk

Credit risk refers to financial losses that may
occur due to non-fulfillment of contractual ob-
ligations by individual business partners. The
credit risk of the underlying transactions is mini-
mized to a large degree through a large number
of creditinsurance policies and bankable secu-
rities (Quarantees, letters of credit). The default
risk related to the Group’s remaining own risk is
managed by way of defined credit assessment,
risk evaluation, risk classification, and credit
monitoring processes. As of March 31, 2020,
81% of the company'’s trade receivables were
covered by credit insurance. The pandemic may
trigger both a tightening of credit limits on the
part of loan insurers and greater charge-offs of
receivables. Counterparty credit risk in financial
contracts is managed by way of daily monitor-
ing of the ratings and any changes in the coun-
terparties’ credit default swap (CDS) levels.

» Foreign currency risk

The primary objective of foreign currency risk
management is to create a natural hedge
(cross-currency netting) within the Group by bun-
dling the cash flows. In this connection, hedges
are implemented centrally by Group Treasury
based on derivative hedging instruments. voest-
alpine AG hedges the budgeted foreign curren-
cy payments (net) for the next 12 months. Longer-
term hedging is carried out only in connection
with contracted project business. The hedging
ratio is between 25% and 100% of the budget-
ed cash flows within the next 12 months.

» Interest rate risk

voestalpine AG conducts the interest rate risk
assessment centrally for the entire Group. In
particular, this entails managing cash flow risks
(i.e., the risk that interest expense or interest in-
come may undergo an adverse change). As of
the March 31, 2020, reporting date, any increase
in the interest rate by one percentage point
would result in an increase of the net interest
expense by EUR 10.9 million in the next business
year. However, this is a reporting date assess-
ment that may be subject to fluctuations over
time.

» Price risk
voestalpine AG also assesses price risk, primar-
ily using scenario analyses for the purpose of
quantifying interest and currency risks.

UNCERTAINTIES STEMMING
FROM LEGISLATION

ENERGY TAX REBATE IN AUSTRIA

It must be noted with respect to the Austrian en-
ergy tax rebate that the Austrian Federal Finance
Court (Bundesfinanzgericht) directed a request
for a preliminary ruling to the European Court of
Justice (ECJ) (BFG 10/31/2014,RE/5100001/2014).
The amendment of the Austrian Energy Tax Re-
bate Act (Energieabgabenverglitungsgesetz)
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by means of the 2011 Austrian Budget Accom-
panying Act (Budgetbegleitgesetz - BBG 2011),
which applies to periods after December 31, 2010,
limited the energy tax rebate to manufacturing
companies. Subsequently, the question of whether
this restriction, which may be deemed state aid,
violated EU law was submitted to the ECJ for a
preliminary ruling; the Court responded in the
affirmative (ECJ 7/21/2016, docket no. C-493/14,
Dilly’s Wellnesshotel GmbH). As a result, the re-
strictions pursued by the BBG 2011 did not enter
into force with legal effect and service providers,
in particular, thus can retroactively claim the en-
ergy tax rebate for periods after February 1, 207111.
In its subsequent ruling, the Austrian Federal Fi-
nance Court held that the restriction to manufac-
turing companies did not take effect. The Appeals
Division of the Tax Office appealed this decision
to the Higher Administrative Court, which in Sep-
tember 2017 (decision dated 9/14/2017, EU
201770005 and 0006-1) again sought recourse
with the ECJ. The decision of the ECJ dated
November 14, 2019 (ECJ 11/14/2019, docket
no. C-585/17, Dilly's Wellnesshotel Il) thus affirms
that the limitation to manufacturing companies
imposed by the BBG 2011 was put in place in
ways consonant with European Union law. It re-
mains to be seen how the Higher Administrative
Court (docket no. Ro 2016/15/0041 dated
9/14/2017) will rule in its final decision. No ad-
verse impact is anticipated for the voestalpine
Group.

The pandemic may cause individual jurisdictions
to take a variety of statutory steps that will affect
production parameters and the respective Group
companies’ ability to act in economic terms.

ECONOMIC RISKS

Based on the insights gained as a result of past
economic and financial crises and their effects
on the voestalpine Group, additional measures—
primarily of a corporate nature—were taken in
recent years to minimize the Group's risk exposure;
just as in the business year ended, the coming

years will see consistent implementation and en-

hancement of these measures. In particular, these

measures are targeted at

» Minimizing the negative effects that even a
recessionary economic trend would have on
the company by means of relevant planning
precautions;

» Maintaining high product quality along with
concurrent continual efficiency gains and on-
going cost optimization;

» Having sufficient financial liquidity available
eveninthe event of constricted financial markets;
and

» Securing in-house expertise even more efficiently
than before with a view to continuing the long-
term expansion of the Group’s quality and tech-
nology leadership.

Given the ongoing difficulties in the economic
environment, aworking group is tasked as before
with continually monitoring any fallout from the
Brexit. Consequences arising from (punitive)
tariffs and/or global trade wars are subject to
continuous monitoring as well. Further develop-
ments in the pandemic and the measures that
individual countries put in place to fight the dis-
ease and stimulate their economy will have a
massive impact on economic developments in
the world’s different regions.

Specific measures to hedge the risks previously
identified within the voestalpine Group have been
developed and implemented. These steps are
aimed at reducing potential losses and/or mini-
mizing the likelihood of losses occurring. It must
be stated that, from today’s perspective, the risks
facing the voestalpine Group above and beyond
global crises and their ramifications are limited
and manageable. As regards the COVID-19 crisis
and its associated global ramifications, which
cannot be predicted from today’s vantage point,
going forward the voestalpine Group will contin-
ue to do everything in its power to overcome this
situation, which is very difficult foreach and every
individual and the company on the whole.
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REPORT ON THE KEY FEATURES
OF THE GROUP'S INTERNAL
CONTROL AND RISK MANAGE-
MENT SYSTEM WITH REGARD
TO ACCOUNTING PROCEDURES

Pursuant to Section 243a (2) Austrian Commercial
Code (Unternehmensgesetzbuch - UGB), Austrian
companies whose shares are traded on a regu-
lated market must describe the key features of
their internal control and risk management sys-
tem with regard to accounting procedures in their
management reports.

Section 82 Austrian Stock Corporation Act (Aktien-
gesetz - AktG) requires the Management Board
to establish a suitable internal control and risk
management system for accounting procedures.
The Management Board of voestalpine AG has
adopted relevant guidelines that are binding on
the entire Group. In line with the voestalpine Group’s
decentralized structure, the local management
of each Group company is obliged to establish
and shape an internal control and risk manage-
ment system for accounting procedures that meets
the requirements of that individual company and
ensures compliance with the relevant, existing
Group-wide guidelines and regulations.

The entire process, from procurement to payment,
is subject to strict and unified Group-wide guide-
lines that are designed to reduce the risks asso-
ciated with the business processes to a minimum.
These Group guidelines set forth measures and
rules for avoiding risk, such as the strict separa-
tion of functions, signature authority rules and,
particularly, signing powers for authorizing pay-
ments that apply only collectively and are limited
to only a few persons (four-eyes principle).

In this context, control measures related to IT se-
curity are a cornerstone of the internal control
system (ICS). Issuing IT authorizations restrictively
supports the separation and/or segmentation
of sensitive activities. The accounting in the in-

dividual Group companies is largely carried out
using SAP software. The reliability of these SAP
systems is guaranteed by automated business
process controls that are built directly into the
system as well as by other methods. Reports on
critical authorizations and authorization conflicts
are generated in an automated process.

To prepare the consolidated financial statements,
the data pertaining to fully consolidated entities
is transferred to the unified Group consolidation
and reporting system. Group-wide accounting
and valuation policies applicable to the record-
ing, posting, and recognition of business trans-
actions are governed by the voestalpine Con-
solidated Financial Statements Manual and are
binding on all Group companies.

Automatic controls that are built into the con-
solidation and reporting system, for one, and nu-
merous manudadl reviews, for another, have been
put in place to avoid material misstatements to
the greatest extent possible. These controls range
from management reviews and discussions of
income and expenses for each period to the spe-
cific reconciliation of accounts. voestalpine AG’s
Controlling Manual contains a summarizing pre-
sentation of how the accounting system is orga-
nized.

The accounting and controlling departments of
the individual Group companies submit monthly
reports containing key performance indicators
(KPIs) to their own managing directors and to the
management boards of the respective divisions
and, after approval, to the holding company’s
Corporate Accounting & Reporting department
to be aggregated, consolidated, and reported
to the Group Management Board. Additional in-
formation, such as detailed target/performance
comparisons, is prepared in a similar process as
part of quarterly reporting. Quarterly reports are
submitted to the supervisory board, board, or
advisory board of the given Group company, and
a consolidated report is submitted to the Super-
visory Board of voestalpine AG.
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Besides operational risks, the accounting system
is also subject to Group risk management. In this
context, possible accounting risks are analyzed
on a regular basis, and measures to avoid them
are taken. The focus is on those risks that are re-
garded as fundamental to the given company’s
activities. Compliance with the ICS, including the
required quality standards, is monitored on an

ongoing basis through internal audits at the Group
company level. Internal Audit works closely with
the appropriate Management Board members
and managing directors. It reports directly to the
Chairman of the Management Board and sub-
mits reports periodically to the Management
Board and, subsequently, to the Audit Committee
of the Supervisory Board of voestalpine AG.
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NUMBER OF

TREASURY SHARES

Holdings of treasury shares for the purpose of is-
suing shares to employees and executives of the
company and of affiliated companies under the

existent employee shareholding scheme as of

March 31, 2020, are as follows:

Treasury Percentage of
shares Percentage of share capital
in thousands  share capital in thousands
of shares in % of euros
As of 03/31/2019 28.6 0.0 52.0
Additions in 2019/20 0.0 0.0 0.0
Disposals in 2019/20 0.0 0.0 0.0
As of 03/31/2020 28.6 0.0 52.0

The company has held its treasury shares for years.
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DISCLOSURES ON

CAPITAL, SHARE, VOTING, AND
CONTROL RIGHTS AS WELL AS
ASSOCIATED OBLIGATIONS

As of March 371, 2020, the share capital of voest-
alpine AGis EUR 324,391,840.99 (March 31, 2019:
EUR 324,391,840.99) and is divided into
178,549,163 (March 31, 2019: 178,549,163) or-
dinary no-par value shares. There are no restric-
tions on voting rights (1 share = 1 vote). voest-
alpine AG is unaware of any agreements among
or between its shareholders and third parties that
restrict voting rights or the transfer of shares.

Raiffeisenlandesbank Oberosterreich Invest GmbH
& Co OG, Linz, Austria, and voestalpine Mitarbeiter-
beteiligung Privatstiftung (a private foundation
forthe company’s employee shareholding scheme),
Linz, each hold more than 10% (and less than
15%) of the company’s share capital. Oberbank
AG, Linz, holds more than 5% (and less than 109%).

The Management Board of voestalpine Mitarbeiter-
beteiligung Privatstiftung exercises the voting
rights of shares held in trust by voestalpine Mit-
arbeiterbeteiligung Privatstiftung for the employ-
ees of voestalpine AG’s Group companies who
participate in the employee shareholding scheme.
However, the way the voting rights are exercised
requires the approval of the Advisory Board of
voestalpine Mitarbeiterbeteiligung Privatstiftung.
The Advisory Board resolves such approval with
a simple majority. It is constituted on the basis of
parity, with six members each representing the
employees and the employer. The chairperson of
the Advisory Board, who must be appointed by
the employee representatives, casts the deciding
vote in the event of a tie.

As regards those of the Management Board’s
powers that do not follow directly from the law,
such as buybacks of the company’s treasury shares
and/or authorized or contingent capital, refer-
ence is made to item 17 (Equity) of the Notes to
the consolidated financial statements 2019/20.

The EUR 400 million fixed-interest bond 2014-
2021; the EUR 500 million fixed-interest bond
2017-2024; the EUR 500 million fixed-interest
bond 2019-2026; the EUR 50 million privately
placed, fixed-interest bond 2019-2031; a total
of EUR 4071 million and USD 320 million, respec-
tively, in promissory note loans; the EUR 1,000
million syndicated loan obtained in 2019 (revolv-
ing credit facility, of which EUR 300 million have
been drawn); and bilateral loans for a total of
EUR477.8 millionand USD 477.1 million, respec-
tively, contain change-of-control clauses. Under
the terms of these financing agreements, the
bondholders or lenders have the right, respec-
tively, to demand redemption of their bonds or
repayment of theirloans if control of the company
changes hands. The terms of the aforementioned
financing agreements specify that a change of
control atvoestalpine AGis triggered when a party
acquires a controlling interest in the company as
defined inthe Austrian Takeover Act (Ubernahme-
gesetz).

There are no indemnity agreements between the
company and the members of its Management
Board, the members of its Supervisory Board, or
its employees in the event of a public takeover
bid.
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OUTLOOK

The outbreak of the COVID-19 pandemic did not
affect the voestalpine Group’s operating result
until the final quarter of the business year 2019/20
and only to a relatively modest degree at that.
The steps taken to mitigate the pandemic that
are generally known as a “lockdown” are still in
force in parts of Europe as well as in North and
South America, and even in parts of Asia. While
the resulting economic consequences cannot
be definitively assessed at this time, it is already
becoming apparent that a dramatic economic
downturn across the board will define the first
quarter of the business year 2020/21.

Absent any knowledge as to the full extent of the
economic meltdown, we can only provide very
rough estimates of the current business year’s
subsequent trajectory. From today’s vantage point,
a scenario that posits an improvement in the
economy on the whole after the summer of 2020
is likely. However, this assessment is made in an
extremely volatile economic environment and
thus is fraught with considerable uncertainty.
Hence voestalpine’s focus in the business year
2020/21 will be on measures aimed at stabilizing
earnings, such as consistent cost and working
capital management as well as cash flow gener-
ation. Accordingly, the plans for investments in
the current business year call for an expenditure
of about EUR 600 million, which is substantially

Herbert Eibensteiner

Franz Rotter Peter Schwab

Franz Kainersdorfer

less than the investment volume in recent years
and falls short of depreciation.

The diversification of the voestalpine Group at
the level of both product and market is a stabi-
lizing element that displays its effectiveness
even in an economic state of emergency such as
this one. voestalpine'’s facilities in China now are
almost back to producing at the capacity pre-
vailing prior to the outbreak of the COVID-19
pandemic. Demand in the railway infrastructure
sector, which in many regions is deemed system-
ically relevant, is good in most of the world. Driven
as it is by online commerce, the high-bay ware-
house system segment got an additional boost
from the lockdown, and current segment order
levels are very good.

Nonetheless, the uncertainties confronting the
entire voestalpine Group in the next few months
are very high, which is why an assessment of
future earnings can only be a rough estimate.
Given the continued volatility of the economic
environment, we expect the voestalpine Group
to generate EBITDA of between EUR 600 million
and EUR one billion in the business year 2020/21.

Linz, May 26, 2020

The Management Board

Robert Ofttel

Hubert Zajicek

This report is a translation of the original German-language report, which is solely valid.
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