METAL FORMING DIVISION

QUARTERLY DEVELOPMENT OF THE METAL FORMING DIVISION

In millions of euros Q1-Q3
Q12019/20 Q22019/20 Q32019/20 2019/20 2018/19 Change
04/01- 07/01- 10/01- 04/01- 04/01- in %
06/30/2019 09/30/2019 12/31/2019  12/31/2019 12/31/2018
Revenue 737.6 715.7 666.7 2,120.0 2,143.4 -1.1
EBITDA 58.4 48.7 31.8 138.9 153.8 -9.7
EBITDA margin 7.9% 6.8% 4.8% 6.6% 7.2%
EBIT 24.3 13.8 -43.9 -5.8 65.6 -108.8
EBIT margin 3.3% 1.9% -6.6% -0.3% 3.1%
Employees (full-
time equivalent) 12,374 12,486 11,748 11,748 11,983 -2.0

MARKET ENVIRONMENT

AND BUSINESS DEVELOPMENT

In the business year 2019/20 to date, the Metal
Forming Division has faced a dampening of sen-
timent in the market'’s key segments and regions.
Its two dominating business segments—Automo-
tive Components as well as Tubes & Sections—
were affected most by this development. Yet
demand has cooled in the Precision Strip segment
also. By contrast, high levels of activity continue
to characterize the Warehouse & Rack Solutions
business segment.

Automotive Components

The downward trend regarding component order
call-offs from European plants in the Automotive
Components segment has continued in the busi-
ness year 2019/20 to date. While automotive
sales in Europe declined only slightly in 2019
compared to the previous year, the declines in
European automotive production were much more
pronounced. To some extent, this development
stems from increases in the outsourcing of capac-
ities to countries outside of Europe, particularly
in connection with SUVs that are in high demand.
Accordingly, demand for the products of voest-
alpine’s plants in North America and China re-
mained solid. This was contrasted by substantially
higher start-up costs during the reporting period

at the plant in Cartersville, Georgia, USA. While
measures taken at this facility have boosted its
efficiency in the meantime, additional optimiza-
tion steps will be necessary for it to achieve ini-
tially planned targets.

Tubes & Sections

The weakening momentum worldwide in the auto-
motive industry has also had an impact on the
Tubes & Sections business segment. Reductions
in inventories within the supply chain have de-
pressed sales of safety-related components to
the global supplierindustry. Both the commercial
vehicle and the construction machinery industry
in Europe have suffered from weaker demand,
whereas the business climate in the continent’s
late-cycle construction industry has been stable.
The U.S. market presents a more dynamic picture
overall thanks, in particular, to the storage tech-
nology and aerospace industries. In Brazil, a slight
recovery is taking hold, albeit from a very low
level.

Precision Strip

Thanks to its good market position, the perfor-
mance of the Precision Strip business segment in
an environment characterized by a trend toward
declining demand was satisfactory. Following a
phase during which orders slowed down, this
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segment started to regain ground in Europe to-
ward the end ofthe reporting period. The Chinese
market, for its part, stabilized at a slightly lower
level, but the market environment in the U.S. has
become increasingly difficult due to intensifying
protectionism worldwide.

Warehouse & Rack Solutions

The continued trend toward e-commerce provides
foran excellent project environment in the market
forhigh-baywarehouses and system racks. Aside
from Europe, the U.S. market, where automated
storage technology is becoming an increasingly
important factor, offers a promising future. Fol-
lowing solid order levels throughout, especially in
the third quarter of the business year 2019/20,
developments in the Warehouse & Rack Solutions
business segmentindicate that capacity utilization
will be excellent in the coming business quarters.

FINANCIAL KEY PERFORMANCE INDICATORS

Year over year, the revenue of the Metal Forming
Division for the first three quarters of the business
year 2019/20 fell but slightly by 1.1%, from EUR
2,143.4 million to EUR 2,120.0 million. A more
detailed analysis ofthe division’s business segments
reveals the underlying dampening of economic
sentiment in key segments and regions. For ex-
ample, Tubes & Sections has had to contend with
a substantial decline in sales due to increasingly
challenging conditions, whereas Warehouse &
Rack Solutions as well as Automotive Components
succeeded in posting revenue growth owing to
the strong growth in German automotive manu-
facturers’ component order call-offs for new car
models being produced at their plants outside
of Europe. At voestalpine’s plant in Cartersville,
Georgia, USA, these complex production process-
es have led to significant start-up cost overruns.
This made it necessary to recognize about EUR
35 million in impairment losses for the current

business year’s third quarter. Given that such
write-offs and/or restructuring expenses were
required at other voestalpine facilities as well,
EBIT for the current reporting period is affected
by a total of approximately EUR 60 million in
non-recurring effects; of these, about EUR 20
million also affect EBITDA. Sharply higher start-up
expenses at the Cartersville site as well as non-
recurring effects from provisions set up on account
of external shifts in order activity already impact-
ed earnings in the previous year. EBITDA fell by
9.7% against this backdrop, from EUR 153.8
million (margin of 7.2%) in the first three quarters
ofthe previous business yearto EUR 138.9 million
(margin of 6.69%) in the same period of the business
year 2019/20. At EUR -5.8 million (margin of
-0.3%), EBIT for the current reporting period is
negative due to the dampening of the business
climate as well as the extensive non-recurring
effects (previous year: EUR 65.6 million, margin
of 3.1%).

The quarter-on-quarter comparison (QoQ) of the
second and third quarters of the current business
year shows a decline in revenue by 6.8%, from
EUR 715.7 million to EUR 666.7 million. All of the
Metal Forming Division’s business segments had
to contend with lower numbers also due to the
pronounced seasonality of business toward the
year'send. In earnings terms, the aforementioned
non-recurring effects in the third quarter (about
EUR 60 million based on EBIT, of which about EUR
20 million also affect EBITDA) led to a sharp re-
duction in the division’s performance. EBITDA
dropped by more than one-third, from EUR 48.7
million (margin of 6.8%) in the second quarter of
the business year 2019/20 to EUR 31.8 million
(margin of 4.8%) in the third quarter. During
the same period, EBIT fell from EUR 13.8 million
to EUR -43.9 million, causing the EBIT margin to
drop from 1.9% to -6.6%.
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