METAL ENGINEERING

DIVISION

STRATEGIC DEVELOPMENT

Inthe businessyear 2023/24, the Metal Engineer-
ing Division continued to work intensively on the
implementation of projects for CO,-reduced steel
production. At greentec steel, for example, key
investment steps were taken with the preparatory
work and the awarding of the contract for the
electric arc furnace.

In research activities relating to hydrogen-based
steel production, in 2024, the HYFOR pilot plant
at the Donawitz site produced the first hydro-
gen-direct-reduced iron and, together with scrap,
subsequently produced high-quality “green” wire
rod in the Group’s own Technikum Metallurgie re-
search facility, a complete steelworks on a small
scale. The Railway Systems division accelerated
its strategic orientation towards becoming a rail-
way infrastructure systems provider with targeted
acquisitions in the areas of rail fastening technol-
ogy, switches, and sleepers. Based on the com-
pany’s own sensor solutions and the “Zentrak”
asset management software platform, the Sig-
naling product segment has significantly devel-
oped the turnout into a fully digitalized turnout
system.

Inthe Tubulars product segment, the focus in the
business year 2023/24 was on diversifying the
product portfolio. Thanks to the strategic acqui-
sition of a competitor’s equipment and addition-
al investments, Tubulars is now the only supplier
of seamless hollow sections in Europe. In addition,
the product range is gradually being geared to-

wards a broader customer spectrum. For exam-
ple, tailor-made customer solutions in the areas
of geogenic hydrogen storage, seamless tube
systems for the sequestration of carbon dioxide,
and in the growing geothermal energy segment
have been developed and are already being used
on the market.

The Welding product segment has taken further
important steps towards becoming a full-service
provider that can supply both the material and
the necessary equipment. One focus in the busi-
ness year 2023/24 was on the further develop-
ment of automated welding solutions.

MARKET ENVIRONMENT AND
BUSINESS DEVELOPMENT

The Metal Engineering Division continued its very
positive developmentin the businessyear2023/24.
The tailwind for the very good performance was
provided by the Railway Systems business seg-
ment, which recorded very satisfactory demand
worldwide, as well as the favorable market envi-
ronment in the oil and gas sector.

As a leading provider of system solutions for rail-
way infrastructure, the Railway Systems division
closed the business year 2023/24 on a very sat-
isfactory note, as in the previous year. The Rails
product segment is focused on the European
market, where it recorded positive development
in Austria, Germany, and Switzerland in the busi-
nessyear 2023/24. Both mixed and urban trans-
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port contributed to the good order situation. Due
to the very good market conditions in Europe,
sales on overseas markets played a subordinate
role in the past business year. Rail projects out-
side Europe were realized in Africa and Australia,
for example. Rail production capacity at the
Donawitz site in Austria was fully utilized in the
business year 2023/24.

In the globally positioned Turnout Systems prod-
uct segment, innovative turnout systems are pro-
duced close to customers on all continents. In the
European core markets, the product segment
benefited from stable demand at a high level.
North America developed well overall, with the
Class 1 segment of the largest freight railroads in
the United States performing rather moderately,
while the urban passenger transport segment
benefited from very good demand. In Ching, the
market is increasingly changing. While only a few
new projects are now being implemented in the
high-speed segment, Turnout Systems’ business
is increasingly being driven by maintenance in-
vestments in the existing high-speed network, as
has been the case in the rail networks in Europe
and North America for decades. After several
difficult years, South Africa showed positive mo-
mentum again for the first time in the reporting
period.

The Signaling product segment rounds off the
Railway Systems division’s complete system ap-
proach with the production of drive and locking
systems for switches as well as diagnostic systems
and hazard warning systems for fixed railroad in-
frastructure systems and rolling stock (wagons
and locomotives). In the Signaling product seg-
ment, the business year 2023/24 was character-
ized by a satisfactory project landscape in Europe
and North America. Project call-offs in Australia
and the Middle East fell slightly short of expecta-
tions.

The Industrial Systems division’s product seg-
ments performed differently in the businesss year
2023/24. The Wire Technology product segment
(wire rod and drawn wire), for example, operated
in a difficult market environment. Wire Technolo-
gy supplies a wide range of customized wire solu-
tions to its predominantly European customersin
the automotive, construction, mechanical engi-
neering, and consumer goods industries. Call-offs
from the automotive industry in the business year

2023/24 were still relatively good compared to
the previous year, while those from the construc-
tion and consumer goods industries were quite
weak. The market environment for the further pro-
cessing of wire rod into drawn wire was positive in
the past business year.

The Tubulars product segment (seamless tubes)
primarily supplies oil and gas field equipment
manufacturers with high-quality OCTG (Oil Coun-
try Tubular Goods) seamless tubes and threaded
connections for the exploration of oil and gas
fields. Following the sharp price spikes at the be-
ginning of the war in Ukraine, the oil price weak-
ened somewhat in the current business year, but
remained above the long-term historical average.
By contrast, natural gas prices fell significantly
over the course of the business year, particularly
in North America. Against this backdrop, global
oil drilling activity remained high, while natural
gas exploration declined noticeably and with it
the demand for OCTG seamless pipes in this cus-
tomer segment. The regional performance ofthe
Tubulars product segment varied in the business
year 2023/24: The number of all active oil and
gas drilling fields in the US (rig counts) declined
in the business year 2023/24 due to the weak
natural gas price, while it increased slightly in the
Middle East, Africa, and Europe. The MENA re-
gion (Middle East and North Africa) in particular
is becoming increasingly interesting, as demand
for more complex products for exploration is on
the rise. The market forindustrial tubes (mechan-
ical engineering, automotive supply industry) was
characterized by more volatile conditions in the
business year 2023/24.

The Welding product segment produces and mar-
kets complete solutions in the field of welding
technology (“The Perfect Weldstream”) for de-
manding customer segments worldwide. Numer-
ous production sites in North and South America
and Asia offer good regional market access.
Market conditions in Europe were challenging—
particularly in the construction and mechanical
engineering sectors. The situation in the Europe-
an energy sector was better. The economic envi-
ronment in the overseas markets was more favor-
able. Market development in North America was
largely satisfactory. In Brazil, the energy sector
was responsible for good incoming orders. De-
mand in Asia was consistently good—this applies
to India as well as the Middle East and the Asia-

ANNUAL REPORT 2023/24

57



Pacific region. In China, the product segment de-
veloped in a good economic environment—par-
ticularly in the demanding crane construction
sector (e.g., cranes for erecting wind turbines) and
for thermal power plants.

FINANCIAL KEY PERFORMANCE
INDICATORS

The Metal Engineering Division can look back on
an overall stable revenue trend in the business
year 2023/24. Revenue increased slightly by
0.6% from EUR 4,289.2 million to EUR 4,315.7
million in the reporting period. The business and
product segments presented a varied picture: The
Railway Systems business segment benefited from
the improved price level and the stable, good
delivery volumes for rails. In addition, the business
volume for turnout systems was expanded. The
situation was different in the Industrial Systems
business, where sales declined. The Wire Technol-
ogy product segment in particular struggled with
the difficult market environment over the course
ofthe business year 2023/24. Prices for seamless
tubes (Tubulars product segment) remained high,
although volumes were slightly below the previ-
ous year's level.

The Metal Engineering Division’s results developed
positively in the business year 2023/24. After in-
dividual key figures had already set historic re-
cords in the previous year, they were again slightly
exceeded in the current reporting period. EBITDA
recorded an increase of 3.5%, rising from EUR
585.9 million (margin of 13.7%) to EUR 606.2 mil-
lion (margin of 14.0%). This growth was driven by
the Railway Systems business segment. The situ-
ation in the Industrial Systems business segment
was mixed. The Tubulars product segment con-

tinued to perform very well in the business year
2023/24, with earnings only moderately below
the excellent level of the previous year. The Weld-
ing product segment reported slight growth, while
the Wire Technology product segment was con-
fronted with a declining earnings situation. EBIT
improved by 5.9% in the business year 2023/24,
from EUR 404.0 million (margin of 9.4%) to EUR
427.7 million (margin of 9.9%).

In a direct comparison of the third and fourth
business quarters of 2023/24, revenue increased
by 4.7% from EUR 1,026.3 millionto EUR 1,074.7
million. In contrast to the previous year, revenue
in the Railway Systems business segment de-
creased, while it increased in the Industrial Sys-
tems business segment thanks to higher volumes
forwire and seamless tube deliveries. On the earn-
ings side, the Metal Engineering Division also ben-
efited quarter-on-quarter from the positive de-
velopment of the Industrial Systems business
segment, where the Wire Technology, Tubulars,
and Welding product segments improved. EBITDA
thus increased by 27.1% from EUR 128.71 million
(margin of 12.5%) to EUR 162.8 million (margin
of 15.1%) in Q4 2023/24. EBIT increased from
EUR 86.9 million (margin of 8.5%) to EUR 117.8
million (margin of 11.0%). This corresponds to an
increase of 35.6%.

As of March 31, 2024, the number of employees
(FTE) in the Metal Engineering Division was 14,724,
up 4.8% on the previous year's figure of 14,053.
The increase was primarily in the Turnout Systems
product segment, partly due to the expansion
of business activities in North America. However,
the Tubulars product segment also increased its
headcount due to investment in production fa-
cilities for the manufacture of seamless hollow
sections.
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CUSTOMERS OF THE METAL ENGINEERING DIVISION

As percentage of divisional revenue, business year 2023/24

49%
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25%
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MARKETS OF THE METAL ENGINEERING DIVISION

As percentage of divisional revenue, business year 2023/24
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QUARTERLY DEVELOPMENT OF THE METAL ENGINEERING DIVISION
In millions of euros BY

1st quarter 2" quarter 3 quarter 4t quarter 2023/24  2022/23 Change

2023/24 2023/24 2023/24 2023/24 in %

Revenue 1,144.4 1,070.3 1,026.3 1,074.7 = 4,315.7 4,289.2 0.6
EBITDA 182.3 133.0 128.1 162.8 606.2 585.9 3.5
EBITDA margin 15.9% 12.4% 12.5% 15.1% 14.0% 13.7%
EBIT 138.0 85.0 86.9 117.8 427.7 404.0 5.9
EBIT margin 12.17% 7.9% 8.5% 11.0% 9.9% 9.4%
Employees
(full-time equivalent) 14,145 14,247 14,287 14,724 14,724 14,053 4.8
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