HIGH PERFORMANCE
METALS DIVISION

MARKET ENVIRONMENT
AND BUSINESS DEVELOPMENT

The High Performance Metals Division specializ-
es in the production and processing of high per-
formance materials, customer-specific services
such as heat and surface treatments, and addi-
tive manufacturing processes. While the division
benefited from a very robust economic environ-
ment at the start of the business year 2022/23,
the momentum gradually weakened in individu-
al customer segments as the year wore on. The
tool steel product segment was affected the most
by this development due to declining demand in
the automotive and consumer goods industries.
By contrast, the special materials product seg-
ment was boosted by the upward trend in the
aerospace industry and in the oil and natural gas
sector, which solidified over the course of the re-
porting period. However, the business year just
ended was also shaped by a highly volatile envi-
ronment with regard to raw material and energy
prices. The outbreak of the Ukraine war brought
about massive increases not only in the prices of
electricity and natural gas, but also in the price
of numerous alloys such as nickel. In keeping with
common practice, rising alloy costs are passed
on to customers based on the rationale that the
input materials have become more expensive.
The substantial energy price increases in Europe
were also largely passed on to customers. How-
ever, thiswas only possible to a very limited extent
in connection with exports to overseas markets,
where competitors were not exposed to similar
hikes in the cost of natural gas and electricity.

TOOL STEEL

Orders from the European automotive industry
at the start of the business year 2022/23 were
good despite automakers’ fairly low production
rates. The development of electric vehicles (EVs)
in addition to passenger cars with traditional
drivetrains boosted demand for machine tools.
Yet demand for tool steel dropped a bit in the
second half of the reporting period, especially in
Germany and France. In North and South Amer-
ica, orders from the automotive industry followed
a largely stable trajectory throughout the busi-
ness year.

In Asia, the consumer goods industry is the main
driver of demand for tool steel. In China, market
developments were governed by the measures
taken to control the COVID-19 pandemic. While
comprehensive lockdowns initially slowed the
momentum, the sudden reversal of China’s COVID
policies toward the end of calendar year 2022
had an adverse impact on both consumption and
industrial production due to massive waves of ill-
ness. As a result, the country’s economy did not
even begin to recover until late in the reporting
period.

SPECIAL MATERIALS

The previous year's upward demand trend in the
special materials product segment continued un-
abated in the business year 2022/23. The ongo-
ing increase in passenger volumes worldwide
gave fresh momentum to the aerospace industry,
which is an important customer of the segment.
In North America, passenger air travel was already
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approaching the level prevailing prior to the
outbreak of COVID-19. The steps China took to
open its economy after the COVID-19 lockdowns
also helped to support air travel in the fourth
quarter of the business year just ended. Rising
passenger numbers in regional air traffic and re-
placement investments in more efficient types of
aircraft drove the build rates of short- and medi-
um-haul planes. Toward the end of calendaryear
2022, there was also a noticeable increase in de-
mand for larger, wide-bodied aircraft, yet disrup-
tions in global supply chains had a somewhat
dampening effect on aircraft manufacturers’ pro-
duction.

The momentum in the oil and natural gas sector
continued unabated in the reporting period. The
need to accelerate exploration activity in oil and
natural gas fields against the backdrop of high
energy prices triggered brisk demand for corrosion-
resistant special materials. There was little sign of
a resurgence in the wind energy segment, how-
ever, as lengthy approval procedures and rising
construction costs have delayed or adversely af-
fected project implementation.

Considered regionally, demand in Europe for
special materials used in the aerospace industry
and the oil and natural gas sectoris very encour-
aging. Order levels for these sectors in North
America were also satisfactory. Expanding orders
from the oil and natural gas industry benefited
the High Performance Metals Division in South
America, too.

HIGH PERFORMANCE METALS PRODUCTION
Capacity utilization at the division’s key produc-
tion plants during the business year 2022/23
was satisfactory. The manufacturing facility in
Wetzlar, Germany, was the only one that had to
contend with critically low capacity utilization
rates. Here, production cutbacks were necessary
because the exorbitant increases in the costs of
electricity and natural gas could only be passed
on to customers to a limited extent. In addition,
restructuring measures were launched in the sec-
ond half of the business year with the aim of
boosting efficiency in the long term. Aside from
the production plant in Wetzlar, the special steel
plant in Kapfenberg, Austria, was also adversely
affected by sharp fluctuations in energy prices.
Thanks to a product portfolio that strongly differ-
entiates itself from the competition, however,
the division succeeded in limiting the negative
impact of these developments on earnings. More-
over, the first smelting tests were carried out at
the new Kapfenberg special steel plant during
the fourth quarter of the business year just end-
ed, while the steel plants in Sweden and Brazil
benefited from substantially lower adverse effects
in terms of energy costs.

VALUE ADDED SERVICES

The Value Added Services business segment cul-
tivates a global sales and services network. It pro-
vides customers with high-quality tool steel grades
and also offers services such as mechanical pro-
cessing, heat treatment, and surface coating. In
Europe, demand for tool steel and related ser-
vices was satisfactory during the business year
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2022/23.In North America, this business segment
benefited from the improvement in the general
economic climate as well as from changes in for-
eign exchange rates. The facilities in China, by
contrast, had to contend with negative effects
owing to state-imposed COVID-19 control mea-
sures. In all ofits key regions, the High Performance
Metals Division defined growth projects during
the reporting period to consolidate its leading
market position.

FINANCIAL KEY PERFORMANCE
INDICATORS

The marked increase in the revenue of the High
Performance Metals Division during the business
yvear 2022/23 reflects the exorbitant increases
in the cost of raw materials and energy that the
division translated into substantially higher sales
prices. Strong competitive differentiation at the
product level supported this development. Inturn,
this enabled the division not only to offset the
sharp increase in the cost of alloys, but also to
implement fair market prices for its products more
or less across the board in the face of significant
energy price increases, among others. But the
revenue increase also stems from an improved
product mix resulting from the accelerating mo-
mentum in both the aerospace industry and the
energy sector. Delivery volumes, by contrast, de-
clined slightly year over year. On the whole, the
High Performance Metals Division boosted rev-
enue in the business year 2022/23 by 24.2% to
EUR 3,789.6 million (2021/22: EUR 3,052.2 mil-
lion). It also delivered solid EBITDA, which jumped
by 40.6% to EUR 561.5 million with a margin of
14.8% (2021/22: EUR 399.4 million, margin of
13.1%). This includes positive non-recurring ef-
fects of EUR 133 million from the sale of real prop-
erty belonging to voestalpine High Performance
Metals Deutschland in Disseldorf, Germany. An
advantageous product mix further fueled the

division’s positive EBITDA performance. By con-
trast, EUR 173 million in negative non-recurring
effects weighed on the division’s EBIT. This includes
impairment losses of EUR 54 million on the assets
of Buderus Edelstahl (Wetzlar, Germany), for one,
and impairment losses of EUR 119 million on the
goodwill of HPM Production, a cash generating
unit (CGU), for another. EBIT for the previous busi-
ness year, by contrast, included only EUR 15 mil-
lion in impairment losses. As a result, EBIT for the
business year 2022/23 rose but slightly year over
vearby 5.4% to EUR 239.2 million (2021/22: EUR
226.9 million). The EBIT margin declined in the
same period from 7.4% to 6.3%.

A quarter-on-quarter (QoQ) comparison of the
High Performance Metals Division’s performance
inthe business year’s second half also reveals the
substantial improvement in its financial key per-
formance indicators (KPls). Revenue climbed
11.2% to EUR 1,005.8 million in the fourth quar-
ter of 2022/23, up from EUR 904.2 million in the
third. While prices gave way somewhat quarter
to quarter due to the decline in the cost of raw
materials and energy, the division succeeded in
substantially expanding its delivery volumes. Its
EBITDA skyrocketed by 206.1% to EUR 237.2 mil-
lion in the fourth quarter, up from EUR 77.5 mil-
lion in the third, with the margin soaring from
8.6% to 23.6%. This includes the positive non-
recurring effects of EUR 133 million mentioned
earlierin the year-over-year comparison. EBIT for
the fourth quarter of 2022/23 multiplied many
times over to EUR 203.4 million with a margin of
20.2% (Q3 2022/23: EUR 39.3 million, margin of
4.3%).

As of March 31, 2023, the number of employees
(FTE) in the High Performance Metals Division
rose 2.7% to 13,654 (2021/22 reporting date:
13,291) thanks to improved economic conditions
inthe aerospace industry as well as in the oil and
natural gas sector.
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CUSTOMERS OF THE HIGH PERFORMANCE METALS DIVISION

As percentage of divisional revenue, business year 2022/23
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MARKETS OF THE HIGH PERFORMANCE METALS DIVISION

As percentage of divisional revenue, business year 2022/23
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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 2022/23 2021/22 Change
2022/23 2022/23 2022/23 2022/23 in %
Revenue 958.8 920.8 904.2 1,005.8  3,789.6 3,052.2 24.2
EBITDA 146.0 100.8 77.5 237.2 561.5 399.4 40.6
EBITDA margin 15.2% 10.9% 8.6% 23.6% 14.8% 13.1%
EBIT 107.7 -111.2 39.3 203.4 239.2 226.9 5.4
EBIT margin 11.2% -12.1% 4.3% 20.2% 6.3% 7.4%
Employees
(full-time equivalent) 13,344 13,479 13,390 13,654 13,654 13,291 2.7
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