STEEL DIVISION

QUARTERLY DEVELOPMENT OF THE STEEL DIVISION

In millions of euros Q1 Q2 H1
2018/19 2019/20 2018/19 2019/20 2018/19 2019/20 Change
04/01- 04/01- 07/01- 07/01- 04/01- 04/01- in %
06/30/2018 06/30/2019 09/30/2018 09/30/2019 09/30/2018 09/30/2019
Revenue 1,276.4  1,182.1 1,139.2  1,139.0 2,415.6 2,321.1 -3.9
EBITDA 223.9 150.6 118.5 109.9 342.4 260.5 -23.9
EBITDA margin 17.5% 12.7% 10.4% 9.6% 14.2% 11.2%
EBIT 145.0 60.8 36.7 20.2 181.7 81.0 -55.4
EBIT margin 11.4% 5.1% 3.2% 1.8% 7.5% 3.5%
Employees (full-
time equivalent) 11,111 10,730 10,972 10,682 10,972 10,682 -2.6

MARKET ENVIRONMENT

AND BUSINESS DEVELOPMENT

Following two years of good developments in the
European steel industry, demand has gradually
dampened in the course of the calendar year
20719 to date. Exorbitant increases in premateri-
als prices intandem with decreases in steel prices
have aggravated the tensions in steelmakers’
environment. Add to that continued high imports
of steel into the EU’s Single Market. In July 2019,
iron ore prices climbed to a level not seen since
20713 owing to both temporary production shut-
downs and unexpectedly strong demand for raw
materials from China. The “Safeguard Measures”
initiated by the European Union were unable by
and large to contain the pressure generated by
flat steel imports. In turn, this lowered European
steelmakers’ production of crude steel by about
3% in the first eight months of 2019 compared
with the same period of the previous year.

The Steel Division, too, was exposed to these
conditions in the first half of the business year
2019/20. Thanks to long-standing customer re-
lationships, however, it succeeded nonetheless
in delinking itself to some extent from price de-
velopments in spot markets. But the increases in
the price of iron ore had substantially negative
effects on costs. The great importance of the
German automotive industry to the Steel Division

caused order levels to decline because the in-
dustry’s production levels dropped to an extent
even greater than that revealed by the sales
figures. Yet the export-oriented mechanical en-
gineering industry also had to contend with de-
clining momentum, as did the white goods and
consumer goods industry. Solely the construction
industry remained robust during the first half of
the business year 2019/20.

The energy sector, which is the most important
customer segment of the Heavy Plate business
segment, experienced overall declines. Project
activities in this sector, especially in the demand-
ing deep sea pipeline segment, were as restrained
as before. Only the niche segment of high-quality
clad plates for the downstream activities of the
oiland natural gas sector exceeded expectations.
There were no major shutdowns at the direct re-
duction plantin Corpus Christi, Texas, USA, during
the business year to date, and production pro-
ceeded as planned. Nonetheless, both therise in
iron ore prices and the decline in scrap prices over
the summer had adverse effects on the facility’s
performance.

FINANCIAL KEY PERFORMANCE INDICATORS

Year over year, the Steel Division's revenue fell by
3.9%, from EUR 2,415.6 million in the first half
of2018/19 to EUR 2,321.1 million in the first half




of the reporting period due to slightly weaker
deliveries and somewhat lower prices. Although
the previous year’s comparative figure for de-
liveries was about 10% lower than that for the
first half of the business year 2017/18 owing to
the general overhaul of Blast Furnace A, sales for
the first six months of the current business year
declined a little bit yet again due to macroeco-
nomic factors. Prices fell, particularly in the short-
term contract business, but remained largely
stable for the time being in connection with an-
nual contracts. The dampened economic sentiment
that has gripped the European steel industry
is reflected chiefly on the earnings side. Given
the continual increase in raw materials prices
that stem from sharp increases in iron ore prices,
lower prices have had an additional negative
effect on earnings growth. Accordingly, in the
first half of the business year 2019/20 EBITDA
dropped year over year by 23.9%, from EUR
342.4 million (margin of 14.2%) to EUR 260.5
million (margin of 11.2%).

The quarter-on-quarter (QoQ) comparison of the
first and second quarters of the 2019/20 business
year shows the fallout from the increasingly diffi-
cult economic environment in addition to cus-
tomary seasonal shortfalls. Against this backdrop,
revenue fell by 3.6%, from EUR 1,182.1 million in
the first quarter of the business year 2019/20 to
EUR 1,139.0 million in the second quarter. While
the percentage decline in volumes corresponds
to the generally expected shortfall in the summer
quarter, the increases in the cost of iron ore did
not lead to higher steel prices as it did in the past;
on the contrary, they triggered further price de-
clines in the short-term contract business. As a
result, the quarter-on-quarter decline in earnings
exceeded the fallin revenue many times overdue
to the price/cost pressures. Consequently, EBITDA
dropped by 27.0%, from EUR 150.6 millioninthe
first quarter of the business year 2019/20 to EUR
109.9 million in the second quarter; the EBITDA
margin fell accordingly from 12.7% to 9.6%.

REPORT FOR THE FIRST HALF OF 2019/20



HIGH PERFORMANCE METALS DIVISION

QUARTERLY DEVELOPMENT OF THE HIGH PERFORMANCE METALS DIVISION

In millions of euros Q1 Q2 H1
2018/19 2019/20 2018/19 2019/20 2018/19 2019/20 Change
04/01- 04/01- 07/01- 07/01- 04/01- 04/01- in %
06/30/2018 06/30/2019 09/30/2018 09/30/2019 09/30/2018 09/30/2019
Revenue 780.3 777.6 765.6 723.3 1,545.9  1,500.9 -2.9
EBITDA 129.2 99.2 100.6 78.2 229.8 177 .4 -22.8
EBITDA margin 16.6% 12.8% 13.1% 10.8% 14.9% 11.8%
EBIT 91.9 57.1 63.8 35.3 155.7 92.4 -40.7
EBIT margin 11.8% 7.3% 8.3% 4.9% 10.1% 6.2%
Employees (full-
time equivalent) 14,344 14,302 14,528 13,837 14,528 13,837 -4.8

MARKET ENVIRONMENT

AND BUSINESS DEVELOPMENT

The ongoing global decline in demand for tool
steel defined the first half of the business year
2019/20 forthe High Performance Metals Division.
Worldwide, the weakness of the automotive in-
dustry lowered the number of both vehicles pro-
duced and new models brought to market. De-
mand fortool steel suffered commensurately. But
the consumer goods industry also weakened
worldwide and thus was unable to offset devel-
opments in this product segment.

The special materials segment presented a much
better picture during the reporting period. For
example, activities related to the oil and natural
gas industry were generally stable, albeit at a
slightly weaker level. Despite softening global
markets, the division succeeded not only in suc-
cessfully leveraging investments to expand its
product portfolio but also in substantially enhanc-
ing its competitiveness.

It even posted considerable growth in the aero-
space segment during the business year to date.
Thanks to its investment in a new fast forge press,
the High Performance Metals Division now is the
only European manufacturer of demanding
pre-materials for aircraft engine discs.

Its performance in Europe and North America
largely paralleled this scenario. The market saw

a weakening of automotive demand, which had
corresponding adverse effects on both tool steel
and high-speed steel for cutting tools. By contrast,
the aerospace segment delivered further growth
while the oil and natural gas segment remained
largely stable. The Section 232 protectionist tariffs
of 25% on all steel products that the United States
imposed continue to generate strong uncertain-
ty inthe market, simultaneously intensifying com-
petitive pressures.

In South America, the situation improved but
marginally during the first half of the business year
2019/20.

The market environment in Asia was shaped by
the trade war with the United States, especially in
China. Here, too, the dramatic downturn in auto-
motive production after years of stable growth
as well as restrained demand from the consumer
goods industry were the main factors driving the
market decline.

Capacity utilization at those of the division’s plants
that are chiefly focused on tool steel was substan-
tially lower due to the significant declines in de-
mand than that at plants mainly geared to special
materials. Consequently, efficiency-boosting
measures aimed at stabilizing earnings and gen-
erating cash flow were introduced at all produc-
tion facilities.
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Steps to lower costs were also taken in the global
Value Added Services business segment. In par-
ticular, this concerns human resources, investments,
and inventory management. But it does not affect
the consistent alignment of Value Added Services
with the Group'’s aim to differentiate itself from
the competition. In addition to offering expand-
ed services, increasingly this approach also in-
cludes achieving efficiency gains for customers’
benefit.

By now, the High Performance Metals Division
manufactures components and parts using ad-
ditive manufacturing processes (3D printing) at
seven sites worldwide. The division’s proprietary
development of powder alloys is a unique selling
proposition (USP) in this market and underscores
its position as a premium supplier. Additive pro-
cesses enable completely new ways of designing
components and parts, boosting not only the
range of technical applications but also their
operational cost-effectiveness. Transcending its
role as a component supplier, the division provides
specialist expertise to its customers regarding
additive manufacturing processes already in the
design phase.

FINANCIAL KEY PERFORMANCE INDICATORS

The increasingly difficult economic environment
is reflected in the key performance indicators
(KPIs) of the High Performance Metals Division for

the first half of the business year 2019/20. For
example, deliveries fell by 12% year over year.
The significantincrease in the cost of the division’s
most important alloy material (nickel) caused the
prices for tool steel and special materials to rise
across the board. Against this backdrop, the 2.9%
decline in revenue, from EUR 1,545.9 million in
the previous year to EUR 1,500.9 million in the
current year, is relatively moderate. The decline
in EBITDA is due chiefly to lower capacity utiliza-
tion at the division’s production facilities and
declining sales. On the whole, the operating result
dropped by 22.8 year over year, from EUR 229.8
million to EUR 177.4 million, causing the EBITDA
margin to shrink from 14.9% to 11.8%.

The quarter-on-quarter (QoQ) comparison of the
first and second quarters of the 2019/20 business
year also shows declining KPls, most of which stem
from seasonal effects. As a result, revenue fell by
7.0% quarter on quarter, from EUR 777.6 million
to EUR 723.3 million. Given unchanged pricing,
this is due to weakervolume trends. Moreover, the
summer quarter (i.e. a period of slightly declining
demand for seasonal reasons) is generally used
to carry out more extensive maintenance work,
with the commensurate effect on costs. These two
factors lowered the division’s EBITDA between the
first and the second quarter of the business year
2019/20 by 21.2%, from EUR 99.2 million (margin
of 12.8%) to EUR 78.2 million (margin of 10.8%).

REPORT FOR THE FIRST HALF OF 2019/20
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METAL ENGINEERING DIVISION

QUARTERLY DEVELOPMENT OF THE METAL ENGINEERING DIVISION

In millions of euros Q1 Q2 H1
2018/19 2019/20 2018/19 2019/20 2018/19 2019/20 Change
04/01- 04/01- 07/01- 07/01- 04/01- 04/01- in %
06/30/2018 06/30/2019 09/30/2018 09/30/2019 09/30/2018 09/30/2019
Revenue 799.8 778.8 747.6 758.7 1,547.4  1,537.5 -0.6
EBITDA 98.5 %0.0 85.3 82.3 183.8 172.3 -6.3
EBITDA margin 12.3% 11.6% 11.4% 10.8% 11.9% 11.2%
EBIT 56.3 44,9 44 .4 31.4 100.7 76.3 -24.2
EBIT margin 7.0% 5.8% 5.9% 4.1% 6.5% 5.0%
Employees (full-
time equivalent) 13,577 13,371 13,512 13,369 13,512 13,369 -1.1

MARKET ENVIRONMENT

AND BUSINESS DEVELOPMENT

The first half of the business year 2019/20 has
delivered a mixed bag for the Metal Engineering
Division. While the Railway Systems and welding
consumables segments developed along a very
solid trajectory, the wire technology and tubulars
(seamless tubes used in oil and natural gas ex-
ploration) segments, which are part of the Indus-
trial Solutions segment, were confronted with a
difficult market environment.

The turnout systems segment met with good de-
mand in almost all of its key markets worldwide.
In China, state-sponsored stimulus programs
have boosted the rail technology business, among
others, whereas in Europe demand is being driven
by the investment backlog that had built up in
recent years. In North America, by contrast, a
period of very solid development in the railway
sector gave way to first signs of a weakening to-
ward the end of the business year’s first half,
which was triggered by the general downturn in
the goods manufacturing industry.

Thanks to its strong focus on the European mar-
ket, the premium rail technology segment bene-
fited from largely satisfactory demand in the
first two quarters of the business year 2019/20.

However, pricing adjustments were unable to
fully offset the massive increases in the cost of
raw materials.

The globally positioned welding consumables
segment delivered solid growth across all key
markets despite the worldwide cooling of the
economy during the reporting period. Besides
positive effects from internal restructurings in
recentyears, expansions of the product portfolio
as well as this segment’s ongoing development
into a one-stop system provider of welding equip-
ment and consumables have contributed to this
positive development.

The wire technology segment, which manufactures
wire and steel bars chiefly for the automotive
industry, has faced declining demand as well as
rising competitive pressures since the start of the
current business year. This led to the elimination
of one shift at the Donawitz, Austria, facility back
in April 2019; the plant has been operating triple-
shift operations since then.

On top of the impact of the U.S!s protectionist
Section 232 tariffs, in the first six months of the
business year 2019/20 the tubulars segment
(seamless tubes for oil and natural gas explora-
tion) was also confronted with the gradual dete-
rioration of its North American market. These
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developments also led to the reduction of oper-
ations at the Donawitz facility in April 2019 from
four shifts to three.

Due to the softening economy and the ensuing
cuts in the number of shifts in individual rolling
facilities of processing operations, modes of pro-
duction at the LD steelmaking plant in Donawitz
were adjusted accordingly and the use of the
burden (mix of raw materials) was optimized. In
the first two quarters of the current business year,
developments in the cost of raw materials, par-
ticularly that of iron ore, were driven by high volati-
lity and generally rising prices. This put a damper
on the division’s earnings, because the increase
in raw materials prices could be passed on to
customers only in part.

Steps to lower costs and boost efficiency are
being implemented in all of the division’s entities.
In addition, we continue to pursue our strategy of
continually refining all products and expanding
the product portfolio in the direction of an ex-
tended value chain, not least in order to circum-
vent the growing pressure on commodity products.

FINANCIAL KEY PERFORMANCE INDICATORS

Year over year, the Metal Engineering Division
posted stable revenue in the first half of the busi-
nessyear 2019/20. Declines in the Industrial Sys-
tems segment were offset through increases in
the Railway Systems segment. Sales of wire and
seamless tube products were substantially lower
dueto the intensifying downturnin both the auto-
motive and the energy industry. As regards rail
technology, deliveries of tracks increased by about
5% in the reporting period. Prices also rose be-
cause higher raw material costs were passed on
to customers. The turnout systems segment, which

succeeded in substantially expanding its business
activities, was key to the generally good perfor-
mance of the Railway Systems segment. Against
this backdrop, at EUR 1,537.5 million the division’s
revenue in the first half of the business year
2019/20 closely tracked that achieved in the
same period of the previous year (EUR 1,547.4
million). The good earnings performance of
Railway Systems was pivotal to the relatively
moderate decline in EBITDA by 6.3%, from EUR
183.8 million (margin of 11.9%) in the first half of
the business year 2018/19 to EUR 172.3 million
(margin of 11.2%) in the reporting period. By
contrast, the Industrial Systems segment’s perfor-
mance was uneven. While the welding consumables
segment posted stable earnings, the EBITDA of
the wire technology and tubulars segments fell
dramatically.

The outcome of the quarter-on-quarter compar-
ison is similar, in that it pinpoints the effects of
declining industrial activity in Europe on the In-
dustrial Systems segment. Interms of both revenue
and earnings, the performance during the business
year to date of segments that are exposed to
general economic developments continued to
deteriorate. This was intensified by seasonally
lower demand in the summer quarter. Both the
revenue and earnings of the Railway Systems
segment rose slightly from the first to the second
quarter of the business year 2019/20. The division
on the whole posted revenue of EUR 758.7 million
for the second quarter of the current business
year, down 2.6% from the previous year’s level of
EUR 778.8 million. At 8.6%, the decline in EBITDA
from EUR 90.0 million (margin of 11.6%) to EUR
82.3 million (margin of 10.8%) was a bit more
pronounced.

REPORT FOR THE FIRST HALF OF 2019/20
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METAL FORMING DIVISION

QUARTERLY DEVELOPMENT OF THE METAL FORMING DIVISION

In millions of euros Q1 Q2 H1
2018/19 2019/20 2018/19 2019/20 2018/19 2019/20 Change
04/01- 04/01- 07/01- 07/01- 04/01- 04/01- in %
06/30/2018 06/30/2019 09/30/2018 09/30/2019 09/30/2018 09/30/2019
Revenue 748.0 737.6 6971 715.7 1,445.1 1,453.3 0.6
EBITDA 84.4 58.4 68.2 48.7 152.6 107.1 -29.8
EBITDA margin 11.3% 7.9% 9.8% 6.8% 10.6% 7.4%
EBIT 55.7 24.3 38.7 13.8 94.4 38.1 -59.6
EBIT margin 7.5% 3.3% 5.6% 1.9% 6.5% 2.6%
Employees (full-
time equivalent) 11,938 12,374 12,052 12,486 12,052 12,486 3.6

MARKET ENVIRONMENT

AND BUSINESS DEVELOPMENT

The performance of the Metal Forming Division
in the first half of the business year 2019/20
was weaker overall. Aside from the declining eco-
nomic momentum in major customer segments
and regions, the division was also confronted
with a massive increase in the start-up costs of a
component plant for the automotive industry in
the United States.

To date, the business climate in the Automotive
Components business segment has clouded over
during the current business year. The decline of
about 2% in the sales of Europe’s renowned auto-
makers triggered a slightly greater decline in
production. In North America, demand for the
locally manufactured products of the Automotive
Components segment was altogether satisfactory
in an otherwise stagnating market. While the
number of new light vehicle registrations has
fallen, the strong trend toward sport utility vehicles
(SUVs) remains unbroken. Our plantin Cartersville,
Georgia, USA, which is in its start-up phase, had
to contend with substantially higher start-up costs
in the first half of the current business year. This
had a correspondingly negative impact on the
business segment’s earnings. Some of the steps
that have been taken to ameliorate the situation
have already been successfully implemented, and

productivity has risen. But numerous other opti-
mization measures will be necessary to meet the
originally planned targets. In Ching, the growth
rates of the German premium auto brands have
fallen a bit in a sharply shrinking automotive
market overall, but the local branches of Auto-
motive Components succeeded nonetheless in
benefiting from the solid demand.

Declining automotive sales worldwide also had
a negative impact on the Tubes & Sections busi-
ness segment in the first half of the business year
2019/20. The Rotec Group, which specializes in
safety components for the automotive industry
and is a link in the global supplier industry, was
faced with lower sales as well as shrinking supply
chain inventories. Regionally, orders from the
commercial and construction machinery industry
in Europe have declined. But the traditionally
late-cycle construction industry is still delivering
largely stable performance in the European Single
Market. The Tubes & Sections business segment
benefited from much betterdemand in the United
States, relatively speaking. Both storage tech-
nology and the aerospace industry are the bed-
rock of the solid order volume in this region. So
far, Brazil's trends toward a recovery have been
weaker than expected.

Although the momentum in its market has been
steadily declining in the most recent quarters, the
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Precision Strip business segment delivered a largely
satisfactory performance in the first half of the
business year 2019/20 thanks to its good market
position. While orders on hand recently stabilized
at a lower level in China, the segment’s environ-
ment in the U.S. has become less favorable. The
European market forthe products of the Precision
Strip business segment is shrinking, too, but cus-
tomers’ order levels still remain relatively solid.
The Warehouse & Rack Solutions business segment,
which specializes in manufacturing and installing
high-baywarehouses and system racks, has been
profiting foryears from the excellent e-commerce
business climate. Hence the scope of this segment’s
projects in the first two quarters of the current
business year was highly satisfactory. In contrast
to the U.S. market, which continues to prosper in
this respect, the project pipeline in Europe has
recently been buffeted by declining market dy-
namics.

FINANCIAL KEY PERFORMANCE INDICATORS

The Metal Forming Division had to contend with
significant year-over-year declines in earnings in
the first half of the business year 2019/20 despite
stable revenue growth. This downturn is due only
in part to the general downward trend; it stems
forthe most part from the sharply higher start-up
costs at the Automotive Components plant in
Cartersville, Georgia, USA. As aresult, the segment’s
revenue of EUR 1,453.3 million is practically the
same as in the same period of the previous year
(EUR 1,445.1 million). The revenue of both Tubes
& Sections and Precision Strip was down slightly
on account of the prevailing business climate, yet
these declines were offset by increases in the

Automotive Components as well as Warehouse
& Rack Solutions business segments. While the
start-up of the Cartersville plant had a positive
effect on revenue in Automotive Components,
the positive performance of Warehouse & Rack
Solutions was largely driven by the completion of
numerous projects. Earnings, however, present
a completely different picture. The decline in
this key performance indicator stems to a large
degree from the start-up difficulties at the Carters-
ville plant. Owing to the gradual dampening of
economic sentiment, all business segments of
the Metal Forming Division otherthan Warehouse
& Rack Solutions recorded declining profits. On
the whole, EBITDA fell year over year by 29.8%,
from EUR 152.6 million (margin of 10.6%) in the
first half of the business year 2018/19 to EUR
107.1 million (margin of 7.4%) in the reporting
period.

Quarter to quarter, the division’s key financial
indicators point to declines that stem from both
economic and seasonal effects. Revenue fell by
3.0%, from EUR 737.6 million in the first quarter
ofthe businessyear2019/20to EUR 715.7 million
inthe second quarter. Solely the Automotive Com-
ponents business segment managed to offset
shrinking delivery volumes at other sites thanks
to the steep ramp-up curve at the Cartersville
plant that continued unabated. In terms of earn-
ings, the weakening trend affected especially the
two larger business segments (Tubes & Sections
and Automotive Components). As a result, EBITDA
dropped by 16.6%, from EUR 58.4 million (margin
of 7.9%) in the first quarter of the business year
2019/20 to EUR 48.7 million (margin of 6.8%) in
the second quarter.

REPORT FOR THE FIRST HALF OF 2019/20
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