STEEL DIVISION

MARKET ENVIRONMENT
AND BUSINESS DEVELOPMENT

For the Steel Division, the business year 2022/23
was shaped largely by the Ukraine war and the
resulting distortions in the European steel market.
The loss of steel imports from both Russia and
Ukraine led to an imbalance of supply and de-
mand at the start of the reporting period, result-
ing in erratic price increases in the European steel
market. Following these highly volatile develop-
ments in the first business quarter, the market re-
balanced in subsequent quarters, in turn causing
European steel prices to fall.

The prices of key raw materials used in steelmak-
ing, such asiron ore and coal, shot up in the wake
of the Ukraine war but then declined again as the
business year wore on.

Given Europe’s dependence on Russian energy
supplies—oil and coal as well as natural gas—
energy prices had already risen substantially at
the outbreak of the Ukraine war. By the time of
the sabotage of the Nord Stream pipelinesin the
Northern fall of calendaryear 2022, Europe’s en-
ergy prices were increasing precipitously. Although
market conditions eased and prices fell overtime,
the cost of energy did not return to the level pre-
vailing prior to the outbreak of the war.

The Steel Division saw unusually strong demand
in the first quarter of the business year 2022/23
amid this extremely volatile environment, influ-

enced by tight supplies and dynamic develop-
ments in both prices and costs. Demand returned
to normal over the Northern summer of 2022
once the European steel market had regained its
equilibrium. Recession forecasts for Europe af-
fected developments in the third quarter of the
reporting period, leading to a significant cooling
of demand, which was dampened yet further by
strong inventory reduction effects. Some of the
division's competitors had to remove capacities
from the market during this time. While the Steel
Division also had to contend with reduced ca-
pacity utilization, it nevertheless managed to keep
all of its key facilities online.

Demand rebounded sharply in the fourth busi-
ness quarter. A recession did not materialize as
forecast by the end of the reporting period either,
which in turn improved overall sentiment in the
European steel market.

The Steel Division’s individual market segments
developed as follows in the business year 2022/23:

In the European automotive industry, ongoing
supply chain problems adversely affected auto-
motive production throughout most of the report-
ing period. Under the circumstances, this sector
was unable to process its high order levels. Never-
theless, orders from the Steel Division’s automo-
tive market segment were good throughout the
business year 2022/23 thanks to the division’s
broad customer base and its proactive working
of the market.
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Supply chain issues rapidly improved toward the
end of the reporting period, substantially contrib-
uting to volume growth in the division during the
last business quarter.

Growth in e-mobility provided a highly positive
environment for the electrical industry segment
too. Toward the end of the business year 2022/23,
however, industrial engine and compressor manu-
facturers were confronted with a significantly
weakening economic environment, whereas de-
mand for electrical steel strip used in electric drive-
trains remained high for strategic reasons.

Demand from the consumer goods and white
goods industries in the reporting period was sub-
dued following the preceding boom during the
COVID-19 lockdowns. Rising interest rates and
recession fears had an additional dampening ef-
fect overthe course of the business year 2022/23.

The mechanical engineering sector benefited
from high order levels that ensured high capac-
ity utilization over long periods of time. The slow-
ing momentum in individual segments did not
make itself felt until the end of the reporting pe-
riod.

Demand in the construction industry was good
throughout the first half of the business year just
ended but slumped to some extent as the year
wore on.

Against the backdrop of high energy prices world-
wide, the energy sector—the main market of the
heavy plate business unit—profited from very
good demand throughout the business year.

FINANCIAL KEY PERFORMANCE
INDICATORS

In the business year2022/23, in terms of revenue
the Steel Division surpassed the all-time high it
achieved in the previous business year by an even
more pronounced margin. The 16.6% increase in
revenue to EUR 6,650.3 million (2021/22: EUR
5,701.8 million) reflects all-time high product
prices in an environment characterized by exor-
bitant increases in the cost of raw materials and
energy. Sales volumes, by contrast, fell slightly
short of the levels achieved a business year ear-
lier. Both the weakening economic momentum
and inventory reductions in the market prevented
the Steel Division from achieving full capacity uti-
lization, particularly in the third business quarter.
Onthe earnings side, however, the division almost
matched the all-time highs it posted in the busi-
nessyear 2021/22.The operating result (EBITDA)
forthe businessyear2022/23is EUR 1,120.4 mil-
lion (margin of 16.8%) and thus just 2.7% less
than the previous business year’s EBITDA of EUR
1,150.9 million (margin of 20.2%). The division
prepared the ground for its excellent performance
especially in the reporting period’s first half. It is
worth pointing out that 80% of voestalpine’s
equity interest in voestalpine Texas was sold to
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ArcelorMittal in the business year ended, with the
deal being closed at the end of June 2022. The
fully consolidated, Texas-based direct reduction
plant was shown in the item, “Income from dis-
continued operations,” both during the previous
business year and in the first quarter of the busi-
nessyear2022/23. Starting in the second quarter
of 2022/23, the earnings of voestalpine’'s 20%
stake in the ArcelorMittal Texas HBI Group were
shown in the item, “Income from entities consoli-
dated at equity.” A total of EUR 32 million in im-
pairment losses were taken on the 20% stake in
the ArcelorMittal Texas HBI Group in the fourth
quarterof 2022/23. At EUR 862.5 million (margin
of 13.0%), the profit from operations (EBIT) for the
reporting period missed the previous business
year's result of EUR 889.1 million (margin of 15.6%)
by a mere 3.0%.

The quarter-on-quarter (QoQ) comparison of the
third and fourth quarters of the business year
2022/23 shows substantial improvements in the
Steel Division's financial key performance indica-
tors (KPIs). Revenue for Q4 2022/23 shot up by
13.7% to EUR 1,709.1 million (Q3 2022/23: EUR
1,503.7 million). This was due primarily to the
strong rebound in delivery volumes following very

moderate demand in the third quarter. Starting
from a very high level and subject to a time lag
relative to developments in the spot markets, the
contract prices for the Steel Division weakened
somewhat. The fact that the division’s earnings
performance in the fourth quarter followed a
clearly positive trend nonetheless stems from sat-
isfactory delivery volumes as well as slightly eas-
ing raw material and energy costs. As noted above
inthe year-over-year comparison, EUR 32 million
in impairment losses on voestalpine’s 20% equi-
ty stake in the ArcelorMittal Texas HBI Group ad-
versely affected EBITDA in the reporting period's
fourth quarter. Nonetheless, the division’s EBITDA
soared 30.8% to EUR 183.7 million in the fourth
quarterof 2022/23, up from EUR 140.4 millionin
the third, raising the EBITDA margin from 9.3%
to 10.7%. EBIT even skyrocketed by 56.6% to EUR
119.8 million with a margin of 7.0% (Q3 2022/23:
EUR 76.5 million, margin of 5.1%).

Following the slight increase in the number of the
Steel Division's employees (FTE) in the business
year 2021/22 due to the improvement in the eco-
nomic environment, as of March 31, 2023, the
number of employees declined again somewhat
by 0.6% to 10,636 (March 31, 2022: 10,703).
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CUSTOMERS OF THE STEEL DIVISION

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

As percentage of divisional revenue, business year 2022/23
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QUARTERLY DEVELOPMENT OF THE STEEL 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 1,826.2 1,611.3 1,503.7 1,709.1 = 6,650.3 5,701.8 16.6
EBITDA 526.8 269.5 140.4 183.7  1,120.4 1,150.9 -2.7
EBITDA margin 28.8% 16.7% 9.3% 10.7% 16.8% 20.2%
EBIT 4671.8 204.4 76.5 119.8 862.5 889.1 -3.0
EBIT margin 25.3% 12.7% 5.1% 7.0% 13.0% 15.6%
Employees
(full-time equivalent) 10,366 10,446 10,401 10,636 10,636 10,703 -0.6
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