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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
ANNUAL REPORT 2019/20 55



