STEEL DIVISION

MARKET ENVIRONMENT
AND BUSINESS DEVELOPMENT

Forthe Steel Division, the spread of the COVID-19
pandemic in Europe and the resulting lockdowns
triggered meltdowns in demand across almost
all of its customer segments at the start of the
business year 2020/271. The division responded
to this very serious development by intensifying
cost and efficiency measures, launching a sales
campaign, and temporarily shutting down one
blast furnace to cut production capacity. Demand
from the European steel market began to rebound
after the Northern summer of 2020 and devel-
oped into a boom of sorts by the end of the re-
porting period.

The consumer goods and white goods industries
did well even during the difficult first phase early
in the business year, and they returned to com-
fortable demand levels quite quickly. In and of
themselves, the lockdowns resulted in strong de-
mand for new household appliances and devices,
which continued unabated through to the close
of the reporting period.

The construction industry presented a similar
picture. It had to contend with construction site
closures during the first lockdown in the Northern
spring of 2020 but rapidly returned to the solid
position it had occupied prior to the spread of
COVID-19 as early as during the Northern sum-
mer. After dipping slightly for seasonal reasons
during the Northern winter, demand returned

to a high level by the end of the business year
2020/21.

While the European automotive industry had to
enact major production shutdowns in April 2020,
production was ramped up again incrementally
in May and June. The initially slow rebound de-
veloped considerable momentum over the re-
mainder of the reporting period. As a result, the
automotive segment soon started to see orders
return to the levels prevailing prior to the outbreak
of the pandemic. The division’s rapid and strong
recovery was also driven by the need to replenish
supply chains, given the sharp inventory reduc-
tions during the shutdowns over the Northern
summer. However, inventories had not yet returned
to normal levels by the end of the business year
2020/21 because the demand for cars rose more
strongly and quickly than had generally been ex-
pected. Premium manufacturers, in particular,
who also serve markets in North America and
Asia, benefited from the positive market momen-
tum in those areas. The unexpectedly strong re-
bound in demand triggered delivery bottlenecks
in the semiconductor industry, with the result
that automotive production had to be curtailed
a bit during the business year’s final months owing
to the lack of electronic parts. Demand for high-
quality steel in vehicle production remained very
high nonetheless.

Aside from the sharply contracting economy in
Europe, the mechanical engineering industry was
also hammered by the limitations on travel to its
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traditional export markets which, in turn, caused
a dramatic drop in demand during the first six
months of the business year 2020/271. While it did
not begin to recover until the end of calendaryear
2020, by the final business quarter the market
situation was very good in this segment, too.

The energy industry—a key market of the heavy
plate product segment—came under extreme
pressure on the whole. Aside from the weakening
of demand on account of COVID-19, this was
mainly attributable to the very low level of invest-
ments in the face of low oil prices. This situation
did not noticeably improve during the remainder
of the business year 2020/21. Thanks to its focus
on special applications, however, the heavy plate
product segment managed to offset some of
the declines arising from the unfavorable market
conditions.

Owing to the meltdown in demand, production
capacities at the division’s plant in Linz, Austria,
had to be adjusted in the first few months of the
reporting period, and a small blast furnace had
to be shut down temporarily. It was fully started
up again in September 2020 thanks to the divi-
sion’s focused working of the market and flexible
approaches to production. The price of iron ore
continued to rise during the business year 2020/21
despite the deep, global market distortions aris-
ing from the COVID-19 pandemic. This is rooted
in the fact that China has developed into the
world’s biggest steel producer. China succeeded
in containing the pandemic within a fairly short
time and used state-sponsored investment proj-
ects to drive the country’s production of crude
steel to new highs. Coal, scrap, and energy are
the other critical input materials required for the
production of steel. Initially, the prices of these
raw materials fell in response to the capacity cut-
backs outside of China. The fact that steel pro-
duction had once again expanded in Europe and
North America caused prices to increase substan-
tially toward the end of the reporting period, par-
ticularly those of scrap and iron ore.

While steel prices in the European spot market
had fallen at the start of the business year 2020/21
due to shrinking demand, they stabilized in the
Northern summer and then quickly and signifi-
cantly climbed again during the business year’s
third quarter, developing yet more momentum
through to the end of the reporting period. In the
main, this was due to the unexpectedly rapid re-
bound in demand for steel and the fact that the
ramp-up of production in Europe, where steel
plants had been shut down, was delayed and
sluggish in part. Add to that increases in raw
material costs coupled with the low availability of
steel imports on account of similar shortages
of steel in North America and the highly dynamic
steel market in China.

Atthe start of the business year2020/21, the Steel
Division also had to contend with price declines
inits short and medium-term business. The struc-
ture of its existing contracts, however, ensured not
only that the price declines were smaller than
those in the spot markets but also that the price
increases in the reporting period’s second half
did not take hold in the spot markets until after a
minor delay.

Given the steel production curtailments in both
North America and Europe, the Group’s direct re-
duction plant in Texas, USA, was confronted with
sharply lower demand during most of the first half
of the business year 2020/21. Its success in ac-
quiring new customers in the Far East enabled it
to offset this weakness only in part. Thanks to
stronger demand for steel in North America and
the associated increase in the prices for input
materials such as hot briquetted iron (HBI), how-
ever, the market environment improved signifi-
cantly during the business year's second half.
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FINANCIAL KEY PERFORMANCE
INDICATORS

The Steel Division’s key performance indicators
(KPIs) for the business year 2020/21 mirror the
meltdown at the year’s beginning and the sub-
sequentimprovement through to its end. Division
revenue for the business year 2020/21 declined
by 7.7% to EUR 4,2716.7 million year over year
(2019/20: EUR 4,570.5 million). Roughly one half
of this decrease is due to the reduction in delivery
volumes. Add to that slightly lower prices as well
as the fact that, compared with the previous busi-
ness year, deliveries of high-priced heavy plate
products accounted for a smaller share of the
overall product mix.

The Steel Division’s EBITDA for the business year
2020/27 is EUR 486.6 million (margin of 11.5%)
and thus almost stable year over year (2019/20:
EUR 494.0 million, margin of 10.8%). Strict cost
management and slightly lower expenditures
for raw materials largely offset both the decline
in sales and slightly lower contract prices. State-
sponsored short time work options helped to but-
tress these measures. Just as with respect to rev-
enue, the division’s EBITDA improved as well over
the course of the reporting period after the sharp
downturn early on.

The Steel Division’s EBIT was impacted by non-
recurring effects both in the reporting period and
in the previous business year. A total of EUR 240
million in impairment losses were taken on the di-
vision's direct reduction plant in Texas, USA, as
well as the Foundry Group (cast steel) in the busi-
ness year 2019/20. A total of EUR 163 million in
impairment losses were taken on the Texas direct
reduction plant for the business year 2020/21.
But the division posted positive EBIT of EUR 9.2
million (margin of 0.2%) for the reporting period

nonetheless, compared with EBIT of EUR -100.6
million (margin of -2.2%) for the previous busi-
ness year.

The quarter-on-quarter comparison (QoQ) ofthe
third and fourth quarters of the business year
2020/27 confirms the Steel Division's unequivo-
cal upward trajectory. Division revenue climbed
in the fourth quarter by 11.9% to EUR 1,260.3
million, up from EUR 1,125.9 million in the third.
Because a large number of customer contracts
is usually renegotiated at the start of a calendar
year, higher prices were realized in the reporting
period’s fourth quarter. These price increases re-
sulted from the significant increase in demand
forthe division’s steel products after the Northern
summer, which was also driven by the sharp in-
creases in iron ore prices. Besides full capacity
utilization in the fourth quarter of the business
year 2020/21, the positive market environment
also helped to boost deliveries by 7% compared
with the third quarter. On the whole, the Steel
Division’s EBITDA improved QoQ by 47.3%,
from EUR 1371.4 million in the third quarter to
EUR 193.6 million in the fourth; the EBITDAmargin
rose accordingly from 11.7% to 15.4%. The in-
crease in EBIT was even more pronounced: It sky-
rocketed by 162.3%, from EUR 49.7 million to
EUR 128.8 million, causing the EBIT margin to soar
from 4.4% to 10.2%.

Following a reduction in the number of employ-
ees (FTE) during the first quarter of the business
year 2020/21 due to the difficult market environ-
ment, the number of employees rose again slightly
during the subsequent quarters in tandem with
improved capacity utilization. Hence the Steel
Division had 10,461 employees as of March 31,
2021, returning it more orless to the level of 10,419
as of March 31, 2020.
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CUSTOMERS OF THE STEEL DIVISION

As percentage of divisional revenue, business year 2020/21
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MARKETS OF THE STEEL DIVISION
As percentage of divisional revenue, business year 2020/21
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QUARTERLY DEVELOPMENT OF THE STEEL DIVISION

In millions of euros BY

1st quarter 2 quarter 3 quarter 4t quarter 2020/21 2019/20 Change

2020/21 2020/21 2020/21 2020/21 in %

Revenue 834.9 995.6 1,125.9 1,260.3  4,216.7 4,570.5 -7.7
EBITDA 68.2 93.4 131.4 193.6 486.6 494.0 -1.5
EBITDA margin 8.2% 9.4% 11.7% 15.4% 11.5% 10.8%
EBIT -13.5 -155.2 49.1 128.8 9.2 -100.6
EBIT margin -1.6% -15.6% 4.4% 10.2% 0.2% -2.2%
Employees
(full-time equivalent) 10,181 10,321 10,342 10,461 10,461 10,419 0.4
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HIGH PERFORMANCE
METALS DIVISION

MARKET ENVIRONMENT
AND BUSINESS DEVELOPMENT

The COVID-19 pandemic dampened demand
for both tool steel and special materials much of
the time during the business year 2020/21. While
a slight rebound did not make itself felt in the
markets until the reporting period’s third quarter,
it solidified toward the period’s end.

The production capacities of the High Perfor-
mance Metals Division had to be adjusted ac-
cordingly to the lower demand. This affected pro-
duction facilities and companies with a strong
focus on the aerospace and oil & natural gas in-
dustries the most. Comprehensive measures were
taken in this environment with respect to both
costs and efficiency in order to stabilize earnings
and cash flows.

This also concerned the Value Added Services
business segment, which comprises the compa-
ny’'s international distribution network. In addition
to capacity adjustments, this segment also con-
centrated business centers in some areas.

Yet the division saw growth despite the difficult
environment in the cutting-edge, strategic field
of 3D printing, specifically, in connection with the
production of metallurgical powder as well as the
production of parts and components using ad-
ditive processes. By now, the High Performance
Metals Division possesses a global network of 3D
printing facilities.

TOOL STEEL
Within the tool steel product segment, medical
technology performed very well throughout the

businessyear2020/21 on account ofthe COVID-19
pandemic.

Following the sharp downturn at the start of the
reporting period, the product segment’s other
markets saw a rebound in its second half that
gathered momentum toward its end.

The automotive industry, in particular, which had
suspended production at the beginning of the
business year, recovered once its plants were
started up again over the Northern summer. Be-
cause new projects and models were delayed,
however, demand for tool steel rose but moder-
ately at first, and it did not intensify until the end
of the business year 2020/21.

The consumer goods industry was less volatile on
the whole, not least owing to China'’s relatively
robust performance throughout the reporting
period. All other economic regions saw a strong
rebound in the business year’s second half.

SPECIAL MATERIALS

The division’s special materials product segment
was confronted with massive cutbacks in the aero-
space industry throughout the business year
2020/271. Demand on the part of the major air-
craft manufacturers remained muted although
air traffic rose in the continental markets of both
China and the United States as the year wore on.
Aside from the substantially lower construction
rate, this was also due to the reduction in inven-
tories of completed aircraft.

The oil and natural gas industry saw a slight re-
bound in the second half of the business year
2020/21, afterthe highly challenging market en-
vironment at its beginning. As a result, oil fields
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that had already been developed were expand-
ed, enabling the division to profit especially from
offshore projects. The slight increase in crude oil
prices in the reporting period’s third quarter also
triggered a slight rebound in exploration activity.
Yet demand for the division’s products rose but
moderately owing to large inventories.

REGIONAL DEVELOPMENT

Europe

Inthe European Union, particularly the plant shut-
downs across the automotive industry at the start
of the business year 2020/21 triggered a signifi-
cant downturn in demand for tool steel. As the
year wore on, however, auto sales in Europe im-
proved, driven not least by incentive programs
such as the lowering of the valued-added tax
(VAT) in Germany. While this market segment sig-
naled a slight rebound with respect to the prod-
ucts of the High Performance Metals Division from
the middle of the reporting period, the upward
trends did not really make themselves felt until its
end.

Heavy haul commercial vehicles saw a pro-
nounced recovery in the course of the business
year 2020/271 as a result of catch-up effects and
humming activity in the construction industry. The
uptrend also affected the mechanical engineer-
ing segment. Demand for high-speed steel such
as that required for drills also rose on account
of the lockdowns in Europe and the resulting in-
crease in do-it-yourselfers’ activities at home.
While the aerospace industry accounted for the
largest decline over all in the European market,
it did stabilize in the reporting period’s second
half.

North America

In North America, the division was affected the
most by the economic fallout from the COVID-19
pandemic because aerospace as well as oil and
natural gas account for a disproportionately large
share of its product portfolio.

The freefall in crude oil prices hit the oil and natu-
ral gas industry especially hard at the start of the

pandemic. As a result, exploration activity was
limited to the most efficient and cost-effective
extraction sites—with dire consequences for equip-
ment demand. As oil prices recovered from their
lows over the course of the business year 2020/21,
exploration activity expanded again, albeit at a
slow pace. Despite the rebound in the business
year’s second half, however, this meant that de-
mand for the division’s special materials remained
low on the whole.

Just as in Europe, the U.S. automotive industry
also had to contend with production shutdowns
atthe start of the reporting period. While demand
recovered in this industry after the Northern sum-
mer just as it did in the expansive toolmaking in-
dustry, it remained stuck at a moderate level over
all.

As before, the Section 232 protectionist tariffs
of 25% on all steel products continue to make
things alot more difficult for the High Performance
Metals Division.

South America/Brazil

Compared with other economic regions, Brazil's
governmental authorities imposed far fewer re-
strictions in connection with the fight against the
pandemic. Demand did melt down here, too, at
the start of the business year 2020/21, but the
market recovered rapidly. In addition to relatively
stable domestic demand for tool steel, demand
from the oil and natural gas industry for special
materials also rebounded as the year wore on.
Moreover, currency relations had a stimulating
effect on the Brazilian economy and, consequent-
ly, on demand for the division’s products.

Asia/China

Market developments in Asia were uneven. While
China rapidly returned to economic strength at
the start of the reporting period, other Asian mar-
kets suffered palpably from the pandemic.

In China, demand for both tool steel and high-
speed steel was initially driven by the markets for
consumer goods (especially entertainment elec-
tronics) and medical technology. As time wore on,
even the automotive industry’s demand for the
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division’s products increased. On the whole, there-
fore, China turned out to be the most robust mar-
ket during the business year 2020/21.

FINANCIAL KEY PERFORMANCE
INDICATORS

In the business year 2020/21, the High Perfor-
mance Metals Division had to contend with a
year-over-year decline in revenue of 20.4% to
EUR 2,299.8 million (2019/20: EUR 2,891.0 mil-
lion). But the revenue losses differed according
to both region and industry. Regionally speaking,
revenue in China developed along a much better
trajectory than in Europe and North America,
where the volume of business shrank substantially
owingto the COVID-19 pandemic. Onthe whole,
the sales volume fell by 139 over the course of
the reporting period, especially because deliv-
eries of special materials for the oil and natural
gas industry and/orthe aerospace industry came
under a lot of pressure. Deliveries of tool steel for
the automotive and consumer goods industries,
however, decreased just a bit year over year.
Slightly lower prices and/or unfavorable factors
in the product mix also affected the division’s rev-
enue performance in the reporting period.

Overand above the slightly unfavorable product
mix, the weakening earnings were driven mainly
by the decrease in volumes. Consistent cost con-
trol measures helped to tamp down the decline
in EBITDA. The High Performance Metals Division
availed itself of state-sponsored short time work
options especially at those facilities that were
affected by temporary declines in demand. But
structural cuts were necessary at those entities
that are strongly oriented toward the aerospace
industry as well as the oil and natural gas indus-
try. The division’s EBITDA for the business year
2020/21 dropped year over year by 22.3% to

EUR 214.4 million with a margin of 9.3% (2019/20:
EUR 276.0 million, margin of 9.5%). EBIT dropped
during the same period by more than one third
to EUR48.8 million with a margin of 2.1% (2019/20:
EUR 76.6 million, margin of 2.6%). The non-
recurring effects in the business year 2019/20
must be taking into account in this connection:
In that business year, restructuring expenses at
Buderus Edelstahl in Wetzlar, Germany, as well as
provisions impacted EBITDA to the tune of EUR
54 million. In addition, EUR 26 million in impair-
ment losses at this German special steel plant
had a negative impact on EBIT for the business
year 2019/20 also.

The quarter-on-quarter (QoQ) comparison of the
third and fourth quarters of the business year
2020/21 reflects the upward trends in the divi-
sion’s major customer segments. The sales volume
rose substantially as a result. Furthermore, the
slight increase in prices resulting from higher alloy
costs also caused revenue to rise in the fourth
quarter by 16.5% to EUR 666.71 million (third
quarter: EUR 572.0 million). The increase in deliv-
eries as well as improved capacity utilization at
the production units in tandem with an unrelent-
ing focus on costs led to a significant improve-
ment in earnings for the reporting period’s fourth
quarter. EBITDA jumped by 50.6% to EUR 82.7
million (margin of 12.4%), up from EUR 54.9 mil-
lion (margin of 9.6%) in the third quarter. EBIT
jumped from EUR 14.7 million (margin of 2.6%)
to EUR 40.3 million (margin of 6.1%).

As of March 31, 2021, the High Performance
Metals Division had 12,586 employees (FTE). This
corresponds to a decrease of 6.1% compared
with the number (13,404) as of the previous
business year's reporting date, which stems from
the structural adjustments in personnel at those
facilities that are facing longer-term market weak-
nesses.
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CUSTOMERS OF THE HIGH PERFORMANCE METALS DIVISION

As percentage of divisional revenue, business year 2020/21
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MARKETS OF THE HIGH PERFORMANCE METALS DIVISION

As percentage of divisional revenue, business year 2020/21

QUARTERLY DEVELOPMENT OF THE HIGH PERFORMANCE METALS DIVISION
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In millions of euros BY

1st quarter 2 quarter 3 quarter 4t quarter 2020/21 2019/20 Change

2020/21 2020/21 2020/21 2020/21 in %

Revenue 527.3 534.4 572.0 6661 2,299.8 2,891.0 -20.4
EBITDA 40.4 36.4 54.9 82.7 214.4 276.0 -22.3
EBITDA margin 7.7% 6.8% 9.6% 12.4% 9.3% 9.5%
EBIT -1.5 -4.7 14.7 40.3 48.8 76.6 -36.3
EBIT margin -0.3% -0.9% 2.6% 6.1% 2.1% 2.6%
Employees
(full-time equivalent) 12,902 12,381 12,369 12,586 12,586 13,404 -6.1
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METAL ENGINEERING

DIVISION

MARKET ENVIRONMENT
AND BUSINESS DEVELOPMENT

The two business segments of the Metal Engineer-
ing Division had already delivered divergent per-
formance in the business year 2019/20. While
Railway Systems followed a stable, satisfactory
trajectory in the business year 2020/21, Industrial
Systems had to contend with ever-increasing
difficulties. The COVID-19 pandemic intensified
and magnified the negative trend buffeting In-
dustrial Systems at the start of the reporting pe-
riod. Not until the subsequent quarters did orders
rebound slightly. There was a substantial drop in
capacity utilization especially in the wire technol-
ogy and tubulars product segments. Both seg-
ments responded by carrying out comprehensive
cost optimization programs and by implementing
necessary personnel measures, which included
registering employees for state-sponsored short
time work options. Given declining demand for
pre-materials in the Industrial Systems business
unit, the planned maintenance work on one of
the division’s two blast furnaces at the Donawitz
steel plantin Austria was moved up to June 2020.
By contrast, the Railway Systems business seg-
ment largely managed (as in previous years) to
deliver satisfactory performance over the entire
reporting period despite the pandemic.

Railway Systems, a systemically relevant business
segment, did well at the start of the business year
2020/271 even despite far-reaching COVID-19-
induced lockdowns. Demand for rail technology
developed along a stable trajectory although

some projects were postponed. The rails product
segment stood out over the entire reporting pe-
riod because order levels in Europe were good.
Particularly the European core markets in Western
Europe turned out to be a stabilizing factor. Solely
order call-ups from Eastern European customers
fell below the levels seen in the business year
2019/20. Some projects in markets outside of
Europe were delayed, in turn intensifying compe-
tition for the remaining railway system mainte-
nance and expansion projects. Aside from the
usual seasonal fluctuations due to railway oper-
ators’' reduced activities over the Northern winter,
capacity utilization in rail production at the
Donawitz plant remained solid throughout the
reporting period.

The turnout systems product segment has a broad
footprint worldwide thanks to its facilities in cus-
tomer proximity. As a result, this segment bene-
fited even atthe peak of the COVID-19 lockdowns
from robust demand both in Europe and over-
seas. With the exception of a few Eastern Euro-
pean countries, the most important European
markets saw few if any project delays. Outside of
Europe, demand from the Australian and Brazil-
ian heavy-haul transport markets was dynamic.
Chinese facilities, in turn, were able to benefit from
state-sponsored infrastructure projects aimed at
stimulating the economy. In the fourth quarter of
the business year 2019/20, production of turnout
systems in China had been limited for a few
weeks owing to the measures that were put in
place to contain COVID-19.The large (Class I) rail
freight operators in the United States scaled back
their investments in the rail network due to the
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dampening of economic sentiment. Operators of
mass transit systems in the U.S., by contrast, faced
a more positive environment.

The signaling technology product segment, which
had seen strong growth in recent years, under-
went a consolidation phase in the business year
2020/21. Project activity in two overseas markets
(Brazil and Australia), especially with respect to
digitalized turnout diagnostic systems and rolling
stock alarm systems, was limited on account of
the travel restrictions imposed in connection with
COVID-19.The fourth quarter of the business year
2020/271 saw demand flatten for seasonal rea-
sons even in Europe.

In contrast to the largely stable development of
the Railway Systems business segment, the Indus-
trial Systems business segment was confronted
with highly challenging conditions during the re-
porting period. Forexample, the wire technology
product segment—a supplier to the European
automotive supplierindustry—was deeply affect-
ed by the automakers’ weeks-long production
shutdowns in the first business quarter. Govern-
mental short time work options helped to bridge
the temporary breakdown in demand owing to
COVID-19 on the personnel side. The Northern
fall of 2020 saw a considerable upturn in the
market once inventories within the value chain
had been reduced. Deliveries of wire rod and
drawn wire were robust in the business year's fourth
quarter despite the existing supply chain difficul-
ties affecting semiconductors and the resulting
volatility of passenger car production levels in
Europe.

The economic environment of the tubulars prod-
uct segment posed a particular challenge. Con-
ditions in the tubulars market for the oil and nat-
ural gas sector had already deteriorated even
before the COVID-19 pandemic broke out. More-
over, steel imports to the important U.S. market
are still adversely affected by protectionist Sec-
tion 232 tariffs of 25%. The fact that oil prices
plummeted in the course of the pandemic brought
almost all exploration activity to a standstill world-
wide. The U.S. rig count (which encompasses ac-
tive drilling fields) hit a historic low at the start of
the reporting period. Capacity utilization at the
Group's facilities in Kindberg, Austria, was corre-
spondingly low in the first three quarters of the
business year 2020/21. A slight rebound in vol-
ume made itself felt for the first time in the fourth
business quarter, but prices remained low despite

rising pre-material costs. The third business quar-
ter saw a trend reversal in industrial tubes that
are processed for further use by the automotive
supplier industry. In this altogether unfavorable
environment, the Kindberg production facility
availed itself of state-sponsored short time work
options and carried out necessary structural cuts
on the cost side as well. Flexible shift models
were implemented to account for the ongoing
volatility regarding both orders and capacity uti-
lization.

The economic fallout from the COVID-19 crisis in
the reporting period also had a negative impact
onthe welding product segment. In the final analy-
sis, however, the trend in this segment was posi-
tive, albeit slightly below the previous year's level.
Activities rebounded significantly at the end of
the business year 2020/271 due, among other
things, to developments in China, where deliveries
of welding consumables for the crane industry
continued to rise. In the United States and the
Middle East, the business volume was substan-
tially lower than in the business year 2019/20
owing to the weakness of the oil and natural gas
sector. In Europe, the declining momentum that
stemmed from the dampened sentiment in the
automotive industry affected Germany in par-
ticular. The economic environment in South
America was somewhat satisfactory despite high
COVID-19 infection rates.

FINANCIAL KEY PERFORMANCE
INDICATORS

Thanks to the relatively stable performance of
the Railway Systems business segment, the Metal
Engineering Division succeeded in limiting the
impact of COVID-19 on its key performance in-
dicators (KPIs). The Industrial Systems business
segment accounts for almost the entirety of
the decrease in the division’s revenue by 9.3% to
EUR 2,667.3 millioninthe business year 2020/21,
down from EUR 2,941.7 million in the business
yvear 2019/20. Particularly the tubulars product
segment had to contend with strong declines. The
wire technology product segment for its part
was confronted with the weakening of its delivery
volume due to the meltdown of the European
automotive supplier industry in the reporting pe-
riod’s first half but managed to boost deliveries
year over year in the second half. Rapid imple-
mentation of efficiency and cost measures as well
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as governmental support programs related to
COVID-19 made it possible to curb Industrial Sys-
tems’ decline in earnings. The division’s EBITDA
dropped by 23.7% to EUR 229.7 million (margin
of 8.69) in the business year 2020/21, down from
EUR 301.1 million (margin of 10.2%) in the busi-
ness year 2019/20. EBIT dropped during the
same period by more than one half to EUR 16.3
million (margin of 0.6%), down from EUR 32.9 mil-
lion (margin of 1.1%) in previous business year.
The reported results for both the previous and the
current reporting period contain non-recurring
effects. A total of EUR 5 million in negative non-
recurring effects impacted EBITDA in the business
year 2019/20. In addition, the tubulars and weld-
ing segments both recognized impairment losses
that additionally affected EBIT to the tune of
EUR 83 million. Atotal of EUR 34 million in impair-
ment losses (most of which are attributable to the
tubulars product segment) were taken for the
business year 2020/21.

The quarter-on-quarter (QoQ) comparison of
the reporting period’s third and fourth quarters
shows that the Metal Engineering Division man-
aged to improve its KPIs. Revenue rose by 13.5%,

from EUR 623.7 million in the third quarterto EUR
707.7 million inthe fourth. While the tubulars prod-
uct segment succeeded in bringing about a mas-
sive QoQ increase in its deliveries, the wire tech-
nology and welding product segments posted
significant increases in their sales volume. Price
increases in both the wire and the seamless tubes
markets contributed to the QoQ revenue increase,
and Railway Systems continued along its stable
trajectory toward the end of the business year
2020/21 also. The rising business volume goes
hand in hand with anincrease in earnings. EBITDA
more than doubled in the fourth quarter to EUR
72.2 million, up from EUR 47.2 million in the third,
thus also raising the EBITDA margin from 7.6%
to 10.2%. EBIT improved by multiples between
the third and the fourth quarter of the reporting
period, from EUR 1.8 million to EUR 24.71 million.

The number of employees (FTE) in the Metal Engi-
neering Division was 13,145 as of the end of
the business year 2020/21, a decline of 1.2%
from 13,310 as of the close of the business year
2019/20. This reduction in personnel reflects
the weakening demand in both the tubulars and
the wire technology product segments.
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CUSTOMERS OF THE METAL ENGINEERING DIVISION

As percentage of divisional revenue, business year 2020/21
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MARKETS OF THE METAL ENGINEERING DIVISION

As percentage of divisional revenue, business year 2020/21
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QUARTERLY DEVELOPMENT OF THE METAL ENGINEERING DIVISION

In millions of euros BY

1st quarter 2 quarter 3 quarter 4t quarter 2020/21 2019/20 Change

2020/21 2020/21 2020/21 2020/21 in %

Revenue 669.2 666.7 623.7 707.7  2,667.3 2,941.7 -9.3
EBITDA 54.6 55.7 47.2 72.2 229.7 301.1 -23.7
EBITDA margin 8.2% 8.3% 7.6% 10.2% 8.6% 10.2%
EBIT 10.3 -19.9 1.8 24.1 16.3 32.9 -50.5
EBIT margin 1.5% -3.0% 0.3% 3.4% 0.6% 1.1%
Employees
(full-time equivalent) 13,061 12,878 12,773 13,145 13,145 13,310 -1.2
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METAL FORMING

DIVISION

MARKET ENVIRONMENT
AND BUSINESS DEVELOPMENT

The business climate shaping the Metal Forming
Division’s performance in the business year
2020/271 was defined by challenging conditions
in the beginning followed by continual improve-
ments. This trend was driven primarily by the
economic fallout from the COVID-19 pandemic,
which affected the division’s individual business
segments in different ways. For example, the ac-
tivities of the Automotive Components business
segment were brought almost to a standstill in
the first business quarter due to automakers’
widespread production shutdowns. By contrast,
the Warehouse & Rack Solutions business seg-
ment benefited handsomely from the growing
trend toward online commerce as the pandemic
wore on.

Automotive Components started the business
year2020/27 in an environment fraught with dif-
ficulties across the board. The meltdown in sales
brought on by COVID-19 caused original equip-
ment manufacturers (OEMs) in both Europe and
North America to completely shut down their
automotive plants for several weeks. As a result,
voestalpine’s automotive component plants in
Europe and North America (excepting those
that focus on the spare parts business) also shut
down for about one and a half months. Affected
employees were registered for short time work
and/or similar options. When the auto manufac-
turers in Europe gradually restarted their factories

at the end of April 2020, capacity utilization at
the European Automotive Components facilities
gradually recovered as well. The OEMs in the
United States and Mexico followed suit shortly
after that, the only difference being that their
ramp-up curves were much steeper than those
of their European counterparts. The breakdown
in demand had already affected the Chinese
facilities of the Automotive Components business
segment in the fourth quarter of the business
year 2019/20 because COVID-19 had broken
out in China a few weeks earlier. Order levels in
China rebounded as early as in the first quarter
of the business year 2020/271. The expanding re-
covery of automotive sales worldwide had a posi-
tive effect on the production output of the OEMs
in subsequent quarters. While capacity utilization
at voestalpine’s Automotive Component plants
continually improved up to the end of calendar
year 2020, order call-ups on the part of the OEMs
once again became volatile in the business year's
fourth quarter. Bottlenecks in semiconductor sup-
plies, which affected the automakers to different
degrees, led to fluctuations in production. Over
and above the challenges arising from COVID-19,
recentyears also saw structural changes, particu-
larly in the export-oriented premium segment.
Increasingly, these manufacturers set up produc-
tion plants in their growth markets, in turn trigger-
ing a consolidation in Germany’s auto manufac-
turing industry. Add to that the growth in the
OEMS’ insourcing strategies. Automotive Com-
ponents responded to these developments by
resizing some of its plants.
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Tubes & Sections saw a strong upward trend in
the business year 2020/271. Conditions here at
the start of the reporting period were not quite
as challenging as those confronting the Auto-
motive Components segment. While the business
climate in both the commercial vehicle and auto-
motive industry remained difficult at the begin-
ning, solid orders for tubes and sections resulting
from the boom in online commerce eased con-
ditions somewhat. As the business year wore on,
other material customer segments of Tubes &
Sections rebounded, too. For example, the con-
struction industry saw its business environment
steadily improve after some projects had been
postponed in the first business quarter owing to
CQOVID-19.The positive developments in this sec-
tor also accelerated the upward trend in the com-
mercial vehicle industry. The rebound curve for
deliveries of security-related tube components
used in the automotive industry was a bit flatter
compared with that for Automotive Components.
This is mainly due to the fact that these products
are shipped to the global automotive supplier
industry and that this sector’s recovery was de-
layed somewhat due to existing inventory levels.
The increase in orders from the solar industry over
the course of the business year 2020/271 also pro-
vided a positive impetus to Tubes & Sections. As
far as regional developments are concerned,
voestalpine’s facilities on the European continent
benefited from the quarter-on-quarter (QoQ) im-
provementin orderlevels. Developments in Great
Britain, where the effects of the Brexit had a nega-
tive impact on the economic environment, were
much more constrained. In the United States, the
online commerce boom offset plummeting de-
liveries to the aerospace industry. While the health
crisis in Brazil (South America’s largest market)
resulting from COVID-19 intensified, the country’s
economic environment presented a much more
positive picture. In Ching, the business climate in
the reporting period developed in ways largely
unaffected by COVID-19 because the country
had taken rigorous measures to contain the pan-
demic.

Even though the fallout from the pandemic clear-
ly made itself felt here, too, the trajectory of
Precision Strip at the start of the business year
2020/21 was satisfactory, relatively speaking.
Among otherthings, this was due to some custom-
ers accelerating their orders because they feared

that the lockdowns might trigger problems in the
supply chain. In many cases, however, compo-
nent orders in major sectors such as the automo-
tive supplier industry, the sawmill industry, or the
paper and printing industry were lower than they
normally would have been. A noticeable rebound
in orders did not set in until the Northern fall of
calendar year 2020. The improved environment
in the U.S. sawmill industry stood out, especially
because demand for band saw steel had plunged
in this region at the start of the reporting period.
There was an unmistakable easing of conditions
in this area after the Northern summer. By the
fourth business quarter, orders actually exceeded
pre-crisis levels. In both Europe and Ching, the
Precision Strip business segment benefited from
the intensifying rebound in the sales markets over
the course of the business year 2020/21.

The momentum toward online commerce accel-
erated yet further owing to the COVID-19 pan-
demic. Warehouse & Rack Solutions benefited
immensely from the associated demand for auto-
mated storage systems. Order levels in this busi-
ness segment hit record highs at the time the
European lockdowns peaked in the Northern
spring of 2020. But there were slight delays in the
processing of ongoing projects during the first
quarter of the business year 2020/21 because
logistics had been restricted to contain the pan-
demic. The momentum rapidly gathered speed
yet again as the business year wore on and as
pandemic-related restrictions were gradually
lifted. While Europe is its main market, Warehouse
& Rack Solutions has increasingly expanded
into the North American market also. High order
levels as of the end of March 2021 already en-
sure excellent capacity utilization at the respec-
tive facilities for the entire business year 2021/22.

FINANCIAL KEY PERFORMANCE
INDICATORS

The revenue of the Metal Forming Division fell by
10.0% year over year, from EUR 2,838.3 million
in the business year 2019/20 to EUR 2,553.9 mil-
lion in the business year 2020/271. This was due
mainly to the meltdown in demand during the
reporting period’s first quarter owing to the spread
of COVID-19. Asthe economic sentiment improved
over the subsequent quarters, so did revenue. By
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the fourth business quarter, it had once again
surpassed the previous business year's level.

Despite the extremely difficult conditions at the
start of the business year 2020/21, the Metal
Forming Division succeeded nonetheless in boost-
ing its performance year overyear. In the business
year 2019/20, by contrast, EUR 24 million in non-
recurring effects arising largely from the Auto-
motive Components business segment impacted
EBITDA; additionally, EUR 52 million in impair-
ment losses adversely affected EBIT. On the
whole, the division’s EBITDA for the reporting pe-
riod improved year over year by 34.7% to EUR
273.8 million (margin of 10.7%), up from EUR
203.3 million (margin of 7.2%) in the previous
business year. While the division’s two strongest
business segments by revenue (Automotive Com-
ponents and Tubes & Sections) succeeded in
boosting their operating performance despite
the challenging environmentin the reporting pe-
riod’s first quarter, its other two business segments
(Precision Strip and Warehouse & Rack Solutions)
followed a stable earnings trajectory. EBIT for the
business year 2020/21 skyrocketed to EUR 124.0
million with a margin of 4.9%, up from EUR 8.8
million (margin of 0.39%) the previous business
year.

The quarter-on-quarter (QoQ) comparison of the
third and fourth quarters underscores the Metal
Forming Division’s continual upward trajectory
during the reporting period. Revenue jumped by
19.4% to EUR 795.2 million in the fourth quarter,
up from EUR 666.2 million in the third. Here, too,
Automotive Components and Tubes & Sections
were the two business segments that posted
the strongest growth. Aside from the increase in
volumes, revenue also rose because increases in
pre-materials costs were passed on to customers.
Earnings present a picture similar to that of rev-
enue: Automotive Components and Tubes & Sec-
tions also posted the strongest growth in EBITDA.
At the level of the division, EBITDA soared by
77.9% to EUR 124.0 million in the fourth quarter,
up from EUR 69.7 million in the third. The EBITDA
margin expanded accordingly from 10.5% to
15.6%. At EUR 79.7 million (margin of 10.0%),
EBIT for the fourth quarter more than doubled
from EUR 34.4 million (margin of 5.29) in the third.

At 11,525, the number of employees (FTE) in the
Metal Engineering Division as of March 31, 2021,
was 0.9% lowerthan the previous business year'’s
level of 11,633. This reduction is primarily due to
the redimensioning of individual production plants
in the Automotive Components business segment.
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CUSTOMERS OF THE METAL FORMING DIVISION

As percentage of divisional revenue, business year 2020/21

4%
White goods/Consumer goods

8%
Mechanical engineering

25%
Building/Construction

54%
Automotive

8%
Other

1%
Energy

MARKETS OF THE METAL FORMING DIVISION

As percentage of divisional revenue, business year 2020/21
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QUARTERLY DEVELOPMENT OF THE METAL FORMING DIVISION

In millions of euros BY

1+ quarter 2™ quarter 3« quarter 4* quarter 2020/21  2019/20 Change

2020/21 2020/21 2020/21 2020/21 in %

Revenue 456.0 636.5 666.2 7952  2,553.9 2,838.3 -10.0
EBITDA 14.6 65.5 69.7 124.0 273.8 203.3 34.7
EBITDA margin 3.2% 10.3% 10.5% 15.6% 10.7% 7.2%
EBIT -20.7 30.6 34.4 79.7 124.0 8.8
EBIT margin -4.5% 4.8% 5.2% 10.0% 4.9% 0.3%
Employees
(full-time equivalent) 10,854 11,443 11,458 11,525 11,525 11,633 -0.9
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