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Thanks to its best performance ever since it was
founded, the Metal Engineering Division delivered
yet another significant growth spurt in the busi-
nessyear2022/23, following on from the success
of the previous year, which had already seen a
return to the level prevailing before the outbreak
ofthe COVID-19 pandemic. The customarily solid
market environment for the Railway Systems busi-
ness segment contributed to this result. Yet it was
the Industrial Systems business segment, which
prospered due to excellent demand from the oil
and natural gas industry, that drove the division’s
outstanding performance. The worldwide boom
in the exploration of fossil fuels was driven not
only by the backlog of investment projects result-
ing from the COVID-19 pandemic; the distortions
resulting from the Ukraine war led to an overall
realignment of international oil and natural gas
deliveries also.

As the global leader in systems solutions for rail-
way infrastructure, the Railway Systems business
segment’s highly satisfactory performance con-
tinued unabated in the business year 2022/23.
Ongoing maintenance work on the railway infra-
structure has been key to the segment’s good
capacity utilization. Moreover, demand has sta-
bilized owing to the broad focus of Railway Sys-
tems—both as a global company specialized in
rail technology and a one-stop-shop (OSS) pro-
vider of fully integrated rail technology infrastruc-
ture solutions—on all types of rail traffic, ranging

from mixed, freight, and local mass transit systems
all the way to high-speed rail lines. In the fourth
quarter of 2022/23, Railway Systems also suc-
ceeded in securing its largest-everindividual con-
tract to date: the new “High Speed 2” in Great
Britain.

Orders from the European core markets (Germany,
Austria, and Switzerland) in the rails product seg-
ment were good throughout the reporting period.
In addition, the implementation of projects in
Central and Eastern European countries further
contributed to excellent capacity utilization at
the rail factory in Donawitz, Austria. Deliveries to
overseas regions such as Australia and Brazil were
slightly weaker compared to the previous year.
Despite robust demand overall, the sharp increas-
es in energy costs started to become a challenge
forlonger-term project contracts. As the business
yearwore on, however, the segment became ever
more successful in including higher electricity and
natural gas costs in pricing agreements. Energy
prices eased somewhat in the fourth quarter of
the reporting period.

The turnout systems product segment specializes
in the production of turnout system solutions for
the most stringent requirements. This segment’s
own rail production makes customized quality
grades and sections available as pre-materials.
Aworldwide network of local production capac-
ities ensures optimal customer service. As far
as demand is concerned, in the business year
2022/23 the turnout systems product segment
benefited from strong momentum in Europe’s
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German-speaking region (Germany, Austriq,
Switzerland). Satisfactory volume effects ensured
high capacity utilization at the segment’s Central
and Eastern European facilities. In North Ameri-
ca, demand from the Class | segment of the larg-
est freight railroads in the United States was large-
ly stable, whereas demand in Mexico declined
slightly. Mine operators’ ongoing strong invest-
ment activity in Australia and Brazil had a posi-
tive impact on capacity utilization at the local
production plants inthese regions. Contract awards
in Indiawere also very strong. Conditions in Ching,
however, were more complex. Project delays led
to volatility in connection with the delivery of turn-
out systems for high-speed rail lines. As before,
the political situation in South Africa was an im-
pediment to more favorable developments in the
railway infrastructure sector.

In addition to drive and locking systems for turn-
outs, the signaling technology product segment
also supplies diagnostic and alarm systems for
fixed assets and rolling stock. With low life cycle
costs, these solutions provide high availability
and reliability in rail services for travelers and
freight forwarders. While the signaling product
segment relied on solid demand in its European
core markets during the business year 2022/23,
its ability to continue expanding its business ac-
tivities to export markets outside of Europe was
more limited.

Strong momentum in the oil and natural gas in-
dustry accounted primarily for the excellent per-
formance of the Industrial Systems business seg-
ment in the reporting period. The tubulars product
segment (seamless tubes), in particular, benefited
substantially from this development. It supplies
high-grade seamless steel tubes as well as thread-
ed connections chiefly to global oil and natural
gas field equipment suppliers in connection with
theirexploration and production activities. Catch-
up investments in the wake of the COVID-19 pan-
demic against the backdrop of high oil and nat-
ural gas prices, as well as supply side distortions
in connection with the Ukraine war, led to exten-

sive drilling activity. This is shown by the high rig
counts. This indicator comprises all active drilling
fields and thus serves as the main barometer of
business activity in the oil and natural gas sector.
In this market environment the tubulars segment
substantially expanded its production and deliv-
eryvolumes. In the United States (its most import-
ant sales market for seamless tubes), tubulars
benefited moreover from the rollback of the pro-
tectionist tariffs. In January 2022, the general
25% duty on steel imports transitioned to a quo-
ta system.

The welding product segment, which provides
welding solutions for high-end customer segments
such as the oil and natural gas sector, the metal
industry, and the automotive industry, also made
the most of the strong momentum in the energy
sectorinthe businessyear2022/23. Both Europe
and South America provided a friendly market
environment, especially early in the reporting pe-
riod. As time wore on, however, orders from these
regions flattened out somewhat. While capacity
relocation from one US plant to other production
facilities led to one-time expenses, this will enable
more efficient use of resources going forward. The
welding product segment in South America and
India benefited from strong momentum through-
out the business year ended. In China, orders were
subdued at the start of business year 2022/23
owing to the COVID-19 lockdowns but improved
thereafter.

Orders in the wire technology product segment
followed a downward trend over the course of the
reporting period. As a flexible and innovative
partner, wire technology provides a wide range
of customized wire solutions particularly to the
European automotive supplier industry. The seg-
ment’s customers also include the construction
and mechanical engineering industries, the oil
and natural gas industry as well as the consumer
goods industry. Automotive industry orders for
wire products steadily weakened throughout the
business year 2022/23 due to the continuing
semiconductor supply chain difficulties affecting
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the original equipment manufacturers (OEMs), as
well as inventory adjustments within the value
chain. Bookings from the mechanical engineer-
ing and consumer goods industry also fell during
the second half of the business year. Demand
from the oil and natural gas sector, however, was
very satisfactory.

FINANCIAL KEY PERFORMANCE
INDICATORS

Following the substantial increase in its financial
key performance indicators (KPls) already achieved
inthe businessyear 2021/22, the Metal Engineer-
ing Division delivered even better revenue and
earnings performance in the business year
2022/23.Some ofthe KPIs are all-time highs. Rev-
enue rose substantially by 27.0% to EUR 4,289.2
million (2021/22: EUR 3,376.2 million). Although
all of the division’s product segments contributed
to the revenue increase, the growth in the tubu-
lars product segment stands out due to high de-
mand from the oil and natural gas industry. The
division’s prices reached new highs across all
product segments in response to the strong up-
ward momentum in the cost of raw materials and
energy. Deliveries of finished products also de-
veloped along a largely positive trajectory in the
reporting period. Wire product deliveries, how-
ever, were the only ones to fall short of the previ-
ous business year's levels due to the ongoing sup-
ply bottlenecks in the automotive industry. A
detailed analysis of the operating result (EBITDA)
presents a complex picture. As usual, both the rail
and the turnout systems product segments de-
livered solid performance. The wire technology
product segment, forits part, had to contend with
slight declines. The pleasing EBITDA performance
of the tubulars product segment, by contrast,
stands out: By raising its own prices higher than
the increases in input costs, this manufacturer of
seamless tubes expanded its operating result to
a remarkable degree. The welding product seg-
ment also posted a year-over-yearincrease in the
operating result. On the whole, the Metal Engi-
neering Division’s EBITDA for the business year
2022/23 soared 44.4% to EUR 585.9 million with

amarginof 13.7%(2021/22: 405.8 million, margin
of 12.0%). At an increase of 77.3% to EUR 404.0
million (margin of 9.4%) in the reporting period
compared with EUR 227.9 million (margin of 6.8%)
in the business year 2021/22, the division also
performed very well in terms of its profit from op-
erations (EBIT). Bucking the prevailing economic
trend, the division continued to significantly boost
the quality of its earnings even in the second half
of the business year ended.

The quarter-on-quarter (QoQ) comparison of Q3
and Q4 2022/23 shows that the revenue of the
Metal Engineering Division rose but slightly in
the fourth quarter by 1.6% to EUR 1,094.0 million
(Q3 2022/23: EUR 1,076.9 million). A hetero-
geneous development made itself felt within
some of the product segments. Declining delivery
volumes in the rails product segment from the
third to the fourth quarter of the reporting period
was offset by higher prices arising from catch-up
effects. In the wire product segment, for its part,
sales volumes rose in the fourth quarter concur-
rently with shrinking contract prices. Both the tu-
bulars and the welding product segments posted
slight QoQ increases in revenue. On the whole,
the performance of the Metal Engineering Divi-
sion in the fourth quarter of the business year
2022/23 continues a dynamic development. Fol-
lowing the jump in earnings in the third quarter,
EBITDA for the fourth rose by yet another 4.8%
to EUR 176.1 million with a margin of 16.7% (Q3
2022/23: EUR 168.0 million, margin of 15.6%).
The product segments that serve the rail technol-
ogy industry—such as rails and turnout systems—
followed a positive trend. While the QoQ perfor-
mance of the welding and tubulars product
segments was stable, wire technology’s EBITDA
weakened somewhat in the fourth quarter.

AsofMarch 31, 2023, the Metal Engineering Divi-
sion had 14,053 employees (FTE). This represents
an increase of 3.9% compared with the figure
(13,528) as of the same date in the previous busi-
ness year. This increase is chiefly due to the ac-
quisition of Plastwil sp. z.0.0., which has been fully
consolidated in the turnout systems product seg-
ment since August 1, 2022.

58

CONSOLIDATED MANAGEMENT REPORT



CUSTOMERS OF THE METAL ENGINEERING DIVISION

As percentage of divisional revenue, business year 2022/23
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MARKETS OF THE METAL ENGINEERING DIVISION

As percentage of divisional revenue, business year 2022/23
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QUARTERLY DEVELOPMENT OF THE METAL ENGINEERING 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 1,042.2 1,076.1 1,076.9 1,094.0  4,289.2 3,376.2 27.0
EBITDA 121.2 120.6 168.0 1761 585.9 405.8 44.4
EBITDA margin 11.6% 11.2% 15.6% 16.1% 13.7% 12.0%
EBIT 77.0 76.5 117.3 133.2 404.0 227.9 77.3
EBIT margin 7.4% 7.1% 10.9% 12.2% 9.4% 6.8%
Employees
(full-time equivalent) 13,504 13,619 13,815 14,053 14,053 13,528 3.9
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