
 

 

 

 

Group Management Report and Management Report on Salzgitter AG 

Report on the Economy / III. Performance Report 31

1. Global Business Conditions 

Economic environment1) 

Following the weak winter months in 2015/16, global economic growth gathered momentum in the period under 

review. While, at the start of the year, the weak phase in the second half of 2015 still exerted a certain influence, 

February marked the beginning of a price uptrend in raw materials and energy sources delivering the first positive 

stimulus that varied depending on the region. With the advent of summer, the global economy noticeably picked 

up the pace. In the US, the inventory cycle, combined with an upturn in exports, resulted in expansion accelerating. 

Supported by economic measures, China developed better than initially expected, while in Russia the recession 

slowed. In the UK, the impact of Brexit has so far had less of an impact on demand than predicted. Overall, the In-

ternational Monetary Fund (IMF) estimated the global economic growth rate at 3.1 % in 2016, virtually unchanged 

compared with the previous year (2015: +3.2 %).  

The eurozone's economic recovery held steady in 2016. After a comparatively strong expansion during the first 

months of the year, momentum slowed slightly, however, as the year progressed. The main drivers consisted of 

private and public consumer spending. By contrast, investment activity declined in the second half of the year. 

Growing political uncertainty caused by the Brexit referendum is also likely to have been a contributing factor. 

The regional development remained disparate. Whereas Spain and many smaller euro countries achieved 

strong growth, the economies of Italy and France, reported merely modest expansions. The current IMF survey 

indicates growth of 1.7 % for the eurozone (2015: 2.0 %). 

Germany’s economy also reported a moderate upswing in 2016. Not least thanks to the low price increases, 

accompanied by stable wage developments, domestic consumption remained the mainstay of growth. Another 

increase in the number of gainfully employed is also likely to have been a contributing factor. Alongside con-

sumption, capital expenditure, particularly in construction, proved to be the second mainstay of this develop-

ment. Foreign trade, by contrast, curbed economic development slightly due to markedly higher imports 

despite the increase in exports. The IMF puts the growth of the German economy at 1.7 % in 2016 (2015: 1.5 %). 

According to the German Federal Statistical Office, the growth rate in 2016 was somewhat higher at 1.9 %. 

1) Information was obtained mainly on the basis of the following sources: International Monetary Fund (January 2017): World Economic Outlook Update, 
German Steel Federation (Wirtschaftsvereinigung Stahl): Steel Forecast 2017; ifo economic forecast 2016–2018; German Federal Statistical Office, 
February 2017 

 

2. Overall Statement by Management on the Economic Situation 

Salzgitter Group continues on its successful course with a further increase in the result 

Despite the disastrous conditions on the European steel market caused by imports at the start of the year, the 

Salzgitter Group closed the financial year 2016 with a significant year-on-year increase in earnings before taxes. The 

company has therefore affirmed its uptrend. The significant impact of internal programs of measures as well as the 

positive effect of the European Union’s urgently required trade defense measures as from February 2016 onward 

were major factors contributing to this development. In the second half of the year, the Strip Steel and Trading 

Business Units in particular benefited from steel prices firming up. 

The Salzgitter Group’s external sales (€ 7,905.7 million; 2015: € 8,618.4 million) declined above all due to the 

downtrend in the average selling prices of steel products. Pre-tax profit increased to € 53.2 million (2015: 

€ 4.1 million) and includes € 19.1 million in contribution from the Aurubis investment (2015: € 21.8 million) as 

well as a net figure of € –2.3 million in burdens on earnings from special items. Earnings after tax stood at 

€ 56.8 million (2015: € –56.0 million), exceeding the pre-tax result mainly due to the anticipated greater use of 

tax loss carryforwards. Earnings per share therefore came in at € 1.00 (2015: € –1.08) and return on capital 

employed at 2.7 % (ROCE, 2015: 1.9 %). With a net financial position of € 302 million and an equity ratio of 34 %, 

the company continues to have a sound balance sheet and a comfortable financial basis.  

III. Performance Report 
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3. Performance and General Business Conditions of the Business Units 

Strip Steel Business Unit 

Key data  2016 2015

Order intake kt 4,498 4,578

Order backlog as of 12/31 kt 881 878

Crude steel production kt 4,563 4,221

Rolled steel production kt 3,501 3,373

Shipments kt 4,552 4,465

Segment sales1) € m 2,393.9 2,518.3

Sales to other segments/Group companies € m – 579.3 – 595.8

External sales2) € m 1,814.6 1,922.5

Earnings before taxes (EBT) € m – 2.3 – 26.0

EBIT before depreciation and amortization (EBITDA)3) € m 212.5 200.9

Earnings before interest and taxes (EBIT)3) € m 35.0 29.3
  

 
1) Including sales with other business units in the Group 
2) Contribution to consolidated external sales 
3) EBIT = EBT + interest expenses/– interest income; EBITDA = EBIT + depreciation and amortization 

 

The core competences of the Strip Steel Business Unit lie in the production of steel in the fully integrated 

steelworks of Salzgitter Flachstahl GmbH (SZFG) and in subsequent processing to produce high-grade strip 

steel products. The affiliated Steel Service Centers of Salzgitter Mannesmann Stahlservice GmbH (SMS) serve 

the growing prefabrication requirements of our customers. The two processing companies Salzgitter Europlatinen 

GmbH (SZEP) and Salzgitter Bauelemente GmbH (SZBE) extend the value chain within the business unit with their 

customized products (tailored blanks as well as roofing and wall elements). The European automotive industry is 

the most important customer sector. 

Market development 

Huge overcapacity and the associated pressure on margins continued to dominate the steel markets all over 

the world. This situation was further exacerbated by the ongoing high inflow of imports from the Asian region, 

first and foremost from China, but also from other countries such as Turkey, Russia and the Ukraine. Particular-

ly the first half-year saw selling prices in steep downtrend due to imports at dumping prices. They only started 

to rise again when, in the spring, the EU decided on anti-dumping measures on cold-rolled strip imports and 

announced them for hot-rolled products in the second half of the year; here provisional anti-dumping duties 

have meanwhile been introduced. By contrast, the order situation of Europe’s steel industry improved in 2016 

supported by the moderately good business of the EU steel processors, with the German automotive industry 

leading the way. EU rolled steel producers, for instance, reported strong order growth. Compared with 2015, 

new orders received by the German steel industry also increased over the period under review. 

Procurement 

Iron ore 

The iron ore market was characterized by growing volatility in 2016. Platts IODEX 62 % Fe CFR China, the spot 

market's benchmark, fluctuated within a range of 40 USD/dmt and 84 USD/dmt. Whereas an average of 52 USD/dmt 

was reported in the first half year, the market picked up slight momentum in the third quarter, settling at an 

average of approximately 59 USD/dmt. The fourth quarter, however, proved to be much stronger contrary to many 

market forecasts, delivering prices averaging around 71 USD/dmt. Daily rates stood at just under 84 USD/dmt in 

December 2016, marking the highest level since September 2014. This trend resulted from the interplay of several 

factors: On the one hand, fundamental data, especially increasing excess supply, were factors against strong ore 
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prices. The large producers in Australia and Brazil have significantly ramped up their output in recent years to 

support their long-standing drive to expand, which has exerted considerable pressure on ore prices. Moreover, the 

increase in Chinese imports that accounted for some 70 % of seaward traded ore fell short of expectations. On the 

other, the market responded quickly to rising steel prices and production figures from China that exerted a huge 

influence on pricing, especially in the fourth quarter. Price fluctuations were additionally exacerbated by the 

growing interest of speculative investors on the market for financial instruments.  

In order to cushion the risks resulting from procurement, the prices of iron ore volumes in particular were 

secured through hedging. 

Coking coal  

In contrast to the index-determined ore market pricing, the quarterly prices for coking coal with benchmark 

quality continue to be negotiated between large producers and customers. Compared with the years 2014 and 

2015, the first quarter of 2016 brought adverse weather effects in Australia that hampered production. This was 

compounded by greater demand for coking coal from China; the country’s government closed illegal mining 

operations and reduced the production times permitted in the other mines, which resulted in a significant 

increase in the demand for coal imports. Particularly in the second half-year, this upturn in demand coincided 

with a substantially lower level of supply, due to mine closures and geological production restrictions. As a result, 

prices increased dramatically, from 81 USD/t FOB Australia in the first three months to 200 USD/t in the fourth 

quarter. The spot market prices also fluctuated strongly, ranging between 73 USD/t FOB in mid-February and 

310 USD/t FOB at the start of November. At year-end, prices declined again, settling at 230 USD/t FOB Australia. 

Business development 

Order intake of the Strip Steel Business Unit remained virtually stable while shipments rose marginally in a year-

on-year comparison. Orders on hand remained at the-earlier level. SZFG produced at the limits of its capacity at 

4,563 kt of crude steel, with facilities operating in the downstream process also close to full capacity. Segment 

and external sales reported a slight price-induced decline. 

The Strip Steel Business Unit improved its pre-tax result to € –2.3 million compared with the year 2015  

(€ –26.0 million) that was burdened by € –41.9 million from the relining of a blast furnace. The result was signifi-

cantly impacted by insufficient margins in the first half of the year due to the effect of imports. Spot prices that 

rose as the year progressed, and were gradually reflected in a better selling price quality, were largely able to 

compensate for the losses accumulated in the first half of the year. 

Investments 

In 2016, investment activities were focused on new aggregates as well as on optimizing and extending existing 

facilities. Progress at SZFG was made above all with the following projects. 

The pulverized coal injection plant that was successfully taken into operation back in 2015 enables the substi-

tution of oil and coke sourced externally by pulverized coal. Despite the steep downturn in oil prices in 2016, 

this resulted in a positive cash flow. Further work on optimizing the plant was carried out. 

In order to strengthen its competitiveness, SZFG is investing € 80 million in the construction of a Ruhrstahl-

Heraeus plant for the vacuum treatment of crude steel, which extends its capacities in secondary metallurgy. 

The production of decarburized and desulphurized steels and grades of the highest purity is intended to satisfy 

steadily growing customer requirements. The solid construction work was concluded in 2016, and work com-

menced on the steel and plant engineering. Commissioning is scheduled for 2017. 

During the blowing process on the converters hot steel gas is generated and captured in a boiler system, 

cooled, refined and recovered for thermal reuse. The technological conversion of the cooling systems of these 

converter boilers had been carried out by the start of 2017. This reduces energy requirements by more than 10 % 

while lowering the procurement of natural gas and thus also of CO2 emissions.  
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Plate / Section Steel Business Unit 

Key data  2016 20151)

Order intake kt 2,199 2,199

Order backlog as of 12/31 kt 390 334

Crude steel production kt 1,091 1,039

Rolled steel production kt 2,227 2,428

Shipments kt 2,176 2,410

Segment sales2) € m 1,423.4 1,733.8

Sales to other segments/Group companies € m – 681.5 – 825.0

External sales3) € m 741.8 908.8

Earnings before taxes (EBT) € m – 32.1 – 74.1

EBIT before depreciation and amortization (EBITDA)4) € m 26.3 – 8.2

Earnings before interest and taxes (EBIT)4) € m – 19.9 – 57.2
  

 
1) Restatement because of a correction of the stock value 
2) Including sales with other business units in the Group 
3) Contribution to consolidated external sales 
4) EBIT = EBT + interest expenses/– interest income; EBITDA = EBIT + depreciation and amortization 

 

The Plate / Section Steel Business Unit incorporates the companies of the Group that primarily serve customers 

in the project-oriented construction and infrastructure sectors. The business unit comprises Ilsenburger 

Grobblech GmbH (ILG) and Salzgitter Mannesmann Grobblech GmbH (MGB) as well as Peiner Träger GmbH (PTG). 

ILG and MGB produce a wide range of high-grade plate products. The most important customers include heavy 

mechanical engineering, tube and pipe producers, as well as wind turbine manufacturers. PTG supplies to con-

struction and civil engineering products throughout the whole of Europe. The integration of DEUMU Deutsche 

Erz- und Metall-Union GmbH (DMU) as a scrap supplier of Peiner Träger GmbH (PTG) permits logistics processes 

to be more closely and flexibly co-ordinated. HSP Hoesch Spundwand und Profil GmbH (HSP) that also belonged 

to the business unit discontinued its business activities in December 2015. Almost all the employees left the 

company in the year now ended. Operations are being wound down.   

Market development 

The main markets of the companies that are part of the business unit consist of those for heavy plate, includ-

ing delivery to the large-diameter pipe industry, and those for sections. The ongoing fundamental stagnation in 

demand in the European steel market in 2016 as well, combined with surplus capacity in Europe, the cautious 

ordering pattern of trade and processors, and massive imports into the EU led to difficult conditions in the 

relevant markets. Above all the plate market was confronted with ruinous price declines due to the flood of 

imports at dumping prices. A discernible market stabilization only set in upon the announcement of the award-

ing of the offshore Nord Stream 2 pipeline from the end March onward. In addition, import volumes from China 

entered a downtrend over the course of the year due to the announcement of an anti-dumping action filed 

against Chinese imports of heavy plate, as well as the announcement of provisional anti-dumping duties of up 

to 74 % in October. The development of the volume and selling prices of higher-end grades were maintained at 

a stable level.  

The competitive situation in the European section market remained tense in 2016 as production capacities 

continued to exceed demand by almost double. Market development was determined by extremely volatile 

scrap prices that triggered alternating phases of partly very high and short- lived demand, followed by months 

with significantly lower order volumes. In contrast to the heavy plate market, Chinese and Russian imports into 

the EU 28 were virtually immaterial.  
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Procurement 

Slab supplies 

The plate companies are supplied with input material within the group via Salzgitter Flachstahl GmbH (SZFG) 

and Hüttenwerke Krupp Mannesmann GmbH (HKM), with SZFG delivering to ILG and HKM to MGB in particular. 

Steel scrap  

Steel scrap is the section steel business’ most important input material. Every year around 1.1 million tons of 

this material is melted down into crude steel in PTG’s two electric arc furnaces. The market development of this 

material is therefore particularly relevant for the company. At the beginning of the new financial year, the 

German steelworks’ demand for scrap steel settled at supply levels, enabling consumers to stock up initially at 

unchanged or marginally lower prices. From March onward, the improved capacity utilization of a number of 

domestic customers resulted in greater scrap requirements. Combined with concurrently high demand from 

Turkish importers, this drove prices up by 15 to 20 €/t. In the months of April and May, the market continued to 

recover at an unexpectedly strong pace. Depending on the plant and grade, prices in Germany therefore rose 

again by 65 up to 105 €/t. From June onward, Western European processors ordered considerably lower vol-

umes and, compounded by the additional weakening of Turkish demand, the ripple effect of exports dwindled. 

The high level of inventories resulted in excess supply, which caused steel scrap prices to shed between 40 and 

70 €/t. Whereas, at the start of the third quarter, the downtrend persisted, prices climbed in August and subse-

quently stabilized at the level reached in September. After the initial decline in scrap steel prices in the fourth 

quarter, brisk demand by Turkish consumers, accompanied by significantly higher international raw materials 

prices and the rising dollar, pushed up export prices, which then led to further declines in the shipment vol-

umes in the deep sea market. In order to counteract this trend, domestic plants raised their prices in November 

by between 30 and €40/t and again in December by between 5 and 10 €/t.  

Business development 

The order intake of the Plate / Section Steel Business Unit matched the year earlier figure. The downturn result-

ing from the discontinuation of the sheet piling  product segment was compensated through increases at MGB 

and PTG. Orders on hand in 2016 were higher year on year since rolled steel production and shipments settled 

accordingly at a lower year-on-year level. This was mainly attributable to the discontinuation of the sheet pil-

ing business as well as due to lower volumes in the heavy plate sector. Segment and external sales entered a 

downtrend due to selling prices and lower shipments.  

Although the business unit improved its performance compared with 2015, it nonetheless delivered another 

negative pre-tax result (€ –32.1 million €; 2015: € –74.1 million). This figure includes order-related provisions and 

€ 6.3 million in expenses for measures aimed at structural improvements in the plate companies. PTG achieved 

a pre-tax profit for the third year in a row, substantiating the company’s sound operations, and entailed a 

write-up of € 25.0 million due to its sustainability. By contrast, the plate companies delivered a notably nega-

tive result. Despite the efficiency programs, initiated in both companies at the start of 2016, the losses that 

were primarily the result of the ruinous price and earnings situation caused by imports in the first half of 2016 

and the processing of low-margin orders from 2015 were not compensated.  

Investments 

The Plate / Section Steel Business Unit essentially made investments purely for the purpose of maintaining 

facilities, which primarily entailed procuring replacement rollers as well as, among other things, the renewal of 

the plant control and warehouse management systems. In some instances, these investments also included 

measures aimed at improving processes and enhancing the quality.  
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Mannesmann Business Unit 

Key data  2016 2015

Order intake € m 1,168 1,301

Order backlog as of 12/31 € m 404 430

Crude steel production Hüttenwerke Krupp Mannesmann (30 %) kt 1,150 1,392

Shipment tubes kt 543 526

Segment sales1) € m 1,333.0 1,496.4

Sales to other segments/Group companies € m – 333.6 – 433.9

External sales2) € m 999.4 1,062.6

Earnings before taxes (EBT) € m – 22.4 2.2

EBIT before depreciation and amortization (EBITDA)3) € m 63.5 77.1

Earnings before interest and taxes (EBIT)3) € m – 9.7 17.3
  

 
1) Including sales with other business units in the Group 
2) Contribution to consolidated external sales 
3) EBIT = EBT + interest expenses/– interest income; EBITDA = EBIT + depreciation and amortization 

 

As of August 1, 2016, the Energy Business Unit that comprises the Salzgitter Group’s steel tubes producing com-

panies was renamed as the Mannesmann Business Unit. This measure serves to underscore the quality aspira-

tion associated with internationally renowned Mannesmann brand. The business unit is primarily geared to 

serving the international project business in the sectors of energy supply and infrastructure and covers a wide 

range of line pipe diameters. A leading supplier in Europe for precision steel tubes used in automotive construc-

tion, as well as a leading global manufacturer of seamless stainless steel and nickel-based tubes supplement the 

portfolio. Customer demand is driven by the megatrends of “water”, “energy” and “mobility”.  

The business unit has its own supply of input material as well as the production of semi-finished materials for 

the manufacturing of seamless tubes in the form of a 30 % stake in Hüttenwerke Krupp Mannesmann GmbH 

(HKM), an integrated steelworks with an annual capacity of more than 5 million tons of crude steel. In addition, 

it makes extensive use of our trading organization to source semi-finished material and to sell its products. 

The EUROPIPE Group (EP Group) is reported at 50 %, with the proportionate after-tax result (consolidated at 

equity). HKM is reported at 30 % on a proportionate basis and is included accordingly in the order intake, sales 

and the result of the business unit. HKM’s orders on hand and shipments are not reported as only tubes are 

disclosed here. 

Market development 

Global steel production declined somewhat again in 2016 for the first time since the crisis year of 2009 and, at 

164 million tons, dropped 3 % below the record set in 2015. Production in North America, the CIS countries and 

China fell markedly below the year-earlier level, as opposed to the EU and Germany that reported an increase 

of 4 %. 

Compared with the previous year, the production of welded steel tubes with external diameters of up to 16" 

remained unchanged. US output was significantly lower year on year, whereas in the EU it increased slightly 

for the third time in a row. The global output of large-diameter pipes and seamless tube producers both fell 8 % 

short of the year-earlier volumes, which also varied depending on the region: Large-diameter pipe production, 

especially in North America and the CIS countries, stood at a notably lower level whereas European output 

expanded by 6 % following the very weak previous year. The manufacturing of seamless steel tubes entered a 

downtrend on a global scale in particular due to the ongoing investment restraint in the energy sector. The 

sharpest decline was again reported in the US where the shortfall measured against the record figure achieved 

in 2014 stood at 60 %. EU producers reported a production downturn of 5 %, one quarter less than the all-time 

high achieved in 2014. 
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Business development  

The order intake of the Mannesmann Business Unit dropped below the previous year’s figure for two reasons:  

Firstly, the Salzgitter Mannesmann Stainless Tubes Group (MST Group) reported a lower order intake by the 

European stockholding steel trade and only very few projects from the oil and gas business, and secondly 

Salzgitter Mannesmann Großrohr GmbH (MGR) was unable to achieve the above-average year-earlier figure, 

wich was in line with expectations. The business unit’s order backlog did not match the previous year’s figure 

in particular due to the development in the stainless steel segment. Outside the group of consolidated compa-

nies, new orders of the EP Group increased significantly thanks to the booking of the Nord Stream 2, TAP On-

/Offshore and Zohr, bringing orders on hand to above the level posted in 2015. 

Tubes shipments were higher year on year on the back of growth at MGR, as opposed to segment and external 

sales that nevertheless entered a downtrend caused by selling prices and structural aspects. The EP Group that 

is included at equity significantly outperformed the previous year mainly due to the delivery of several major 

projects. 

Despite the improved result of MGR and the higher positive contribution to earnings of the EP Group included 

at equity, the Mannesmann Business Unit reported a pre-tax loss of € –22.4 million (2015: € +2.2 million). This 

figure includes € 6.0 million in expenses for structural measures, mainly at Salzgitter Mannesmann Line 

Pipe GmbH (MLP), to respond to the challenge of the weak international oil and gas business and fierce price-

led competition through a restructuring program to adjust capacity and reduce costs further. In addition, im-

pairment of € –15.0 million was carried out on MLP’s assets.  

Investments 

The Mannesmann Business Unit focused first and foremost on replacement and supplementary investments. 

This also included the blast furnace relining necessary at HKM. In France, the MST Group successfully commis-

sioned a state-of-the-art leveling machine for large diameters in the third quarter of 2016. Along with organiza-

tional and logistic optimizations, investment measures to enhance the efficiency of the facilities at the Hamm 

location of Salzgitter Mannesmann Precision Group (SMP Group) were implemented.  
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Trading Business Unit 

Key data  2016 2015

Shipments kt 5,038 5,473

Segment sales1) € m 2,881.0 3,313.1

Sales to other segments/Group companies € m – 26.1 – 102.4

External sales2) € m 2,855.0 3,210.7

Earnings before taxes (EBT) € m 45.2 32.2

EBIT before depreciation and amortization (EBITDA)3) € m 59.4 48.6

Earnings before interest and taxes (EBIT)3) € m 49.0 38.7
  

 
1) Including sales with other business units in the Group 
2) Contribution to consolidated external sales 
3) EBIT = EBT + interest expenses/– interest income; EBITDA = EBIT + depreciation and amortization 

 

Alongside a well-developed organization of stockholding steel trading subsidiaries in Europe with a wide range of 

processing capabilities, the Trading Business Unit comprises companies specialized in plate, as well as an inter-

national trading network spanning the globe. Apart from the rolled steel, pipes and tubes products of the 

Salzgitter Group, it also sells the products of other manufacturers in Germany and abroad. Moreover, the Trading 

Business Unit procures input material for Group companies and external customers on the international markets.  

In the third quarter, the consolidated scope of the Salzgitter Group was expanded retroactively as of January 1, 

2016 to include: 

 Salzgitter Mannesmann International (HK) Ltd., Hong Kong (SMHK), 

 Universal OCEL spol. s r.o., Prague (UOC) and  

 Universal-Stal Sp. z o.o., Gliwice (USP). 

Along with SMHK, a company in the trading business, UOC and USP maintain stockholding operations for heavy 

plate within the Universal Eisen und Stahl Group (UES Group). When drawing comparisons with the previous 

year, consideration must be given to the fact that the figures of these newly consolidated companies were not 

yet included in 2015. 

Market development 

The international steel markets reported generally subdued demand in 2016. The project business that was 

only partly satisfactory and the volatile price situation determined the sentiment of the main markets. The 

European market presented a similar picture. As from mid-February onward, the first isolated positive effects 

of the EU’s anti-dumping measures were observed that subsequently had positive effect on the price trend 

over the course of the second quarter, with momentum then slowing toward autumn. Demand in Germany 

remained stable overall at a nonetheless modest level.  

Business development 

Shipments of the Trading Business Unit remained below the year-earlier level due above all to the low level of 

international project business and the strategic realignment of the plate trade with a focus on high-margin 

orders. As a result, and due to prices that were notably lower in an annual average, segment and external sales 

declined significantly in a year-on-year comparison.  

Although the earnings position of the stock holding steel trade remained weak in the first three months, the 

following months up until and including autumn brought a temporary widening of margins that was based on 

the steel price trend. Combined with the result of international trading, this led to a very presentable pre-tax 

profit of € 45.2 million (2015: € 32.2 million). The companies newly included in the consolidated group also had a 

positive impact on the figures. 
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Investments 

Maintaining and upgrading existing facilities continued to form the focus of investments by the Trading Busi-

ness Unit in 2016. The projects initiated by Salzgitter Mannesmann Stahlhandel GmbH (SMSD) to expand the 

finishing capacities of the German stockholding steel trade, as exemplified by extending the flame cutting oper-

ations at the Plochingen site, have been largely completed. The projects concerning the digitalization of sales 

processes are also making headway:  

The “e-WORLD” project is aimed at enhancing the efficiency of sales and tapping the as yet unrealized potential 

of small customers more effectively. “e-CONNECT” links customer systems to SMSD systems based on defined 

standards, thereby ensuring the faster, more cost-effective and efficient exchange of information and data. The 

new web shop (“e-SHOP”) launched in April 2016 is designed to address additional customer groups.  
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Technology Business Unit 

Key data  2016 2015

Order intake € m 1,317 1,282

Order backlog as of 12/31 € m 668 718

Segment sales1) € m 1,300.7 1,310.0

Sales to other segments/Group companies € m – 0.4 – 0.6

External sales2) € m 1,300.3 1,309.4

Earnings before taxes (EBT) € m 28.4 24.6

EBIT before depreciation and amortization (EBITDA)3) € m 50.4 47.9

Earnings before interest and taxes (EBIT)3) € m 28.1 25.0
  

 
1) Including sales with other business units in the Group 
2) Contribution to consolidated external sales 
3) EBIT = EBT + interest expenses/– interest income; EBITDA = EBIT + depreciation and amortization 

 

The Technology Business Unit comprises three well-established special machinery manufacturers each with a 

long tradition. KHS GmbH (KHSDE), a company holding a leading international position in filling and packaging 

technology, represents the mainstay of sales. The KHS Group is a full-line supplier, from intralogistics and 

processing through to the filling and packaging of beverages. Other companies within the business unit sell 

special machinery for the shoe industry or specialize in the manufacturing of rubber and silicon injection mold-

ing machinery.  

On September 30, the following companies belonging to the business unit were newly admitted to the group of 

consolidated companies of Salzgitter AG (SZAG) with retrospective effect as of January 1, 2016: 

 KHS Schweiz GmbH, Wolfwil (KHSCH), 

 KHS Polska Sp. z.o.o. Warsaw (KHSPL), 

 KHS Andes S.A.S., Bogotá (KHSCO), 

 KHS East Africa Ltd., Nairobi (KHSEA) and 

 KHS Argentina S.A., Buenos Aires (KHSAR). 

When drawing comparisons with the previous year, consideration must be given to the fact that the figures of 

these newly consolidated companies were not yet included in 2015. 

Market development 

According to German Engineering Federation (VDMA), new orders settled around the year-earlier level, with 

domestic demand stagnating and international demand in marginal decline. Sales of the sector dropped slight-

ly. Orders placed in the market for food and packaging machinery developed well. Domestic order activity 

notably exceeded the previous year while international orders increased significantly. Sales rose accordingly, 

boosted in particular by strong international growth. 
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Business development 

The order intake of the Technology Business Unit rose in 2016 compared with the previous year on the back of 

the higher order levels at both the KHS Group and Klöckner DESMA Elastomer Group (KDE Group). The segment’s 

orders on hand fell short of the very high year-earlier level. 

Thanks to the growth of the KHS Group and of DESMA Schuhmaschinen GmbH (KDS), segment and external 

sales remained at the level achieved in 2015.  

The Technology Business Unit delivered another increase in earnings before taxes that came in at € 28.4 million 

(2015: € 24.6 million). The result of the KHS Group rose by a third and also reflected the success of the measures 

introduced under the improvement program. Similarly, KDS also outperformed the year-earlier result, as op-

posed to the pre-tax profit of the KDE Group that was lower year on year. 

The KHS Group continues to consistently pursue measures to develop its business. With this in mind, the 

“Fit4Future 2.0” program that comprises 14 different components was launched in 2015. The focus was placed 

on the topics of clarifying offers, 100 %-Time-In-Full (OTIF), and the preference portfolio in 2016. 

Investments 

In 2016, the Technology Business Unit continued to focus on replacement and streamlining measures geared to 

promoting its sustainable competitiveness. IT projects in Germany and in the international companies were 

carried out at the KHS Group to further optimize workflows. This also included a project, launched in 2014 and 

expedited in the reporting period with the aid of further measures, to standardize and update the global SAP 

system. Work on the extensive modernization of the Bad Kreuznach site to ensure lean manufacturing, initiat-

ed in 2015 for implementation over a number of years, is being rigorously implemented. The undertaking was 

supplemented by the construction of a logistics center. With a view to the sustained growth of the PET busi-

ness, the Hamburg and Kleve sites were strengthened through the building of further assembly halls, and the 

blow mold production in Dortmund was extended.  
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Industrial Participations / Consolidation 

Key data  2016 20151)

Sales € m 738.7 821.0

Sales to other segments/Group companies € m – 544.1 – 616.5

External sales2) € m 194.6 204.5

Earnings before taxes (EBT) € m 36.3 45.2

EBIT before depreciation and amortization (EBITDA)3) € m 64.2 56.4

Earnings before interest and taxes (EBIT)3) € m 36.6 28.8
  

 
1) Restatement because of a correction of the stock value 
2) Contribution to consolidated external sales 
3) EBIT = EBT + interest expenses/– interest income; EBITDA = EBIT + depreciation and amortization 

 

Industrial Participations / Consolidation comprises activities that are not directly allocated to a business unit. 

As a management holding company, Salzgitter AG does not have any operations of its own. Instead it manages 

Salzgitter Mannesmann GmbH (SMG) and Salzgitter Klöckner Werke GmbH (SKWG) under which the major 

companies of the Salzgitter Group are held. In addition, results of companies operating primarily within the 

Group as well as those of Group companies that support the core activities of the business units with their 

products and services are recorded here.  

Sales in the Industrial Participations / Consolidation segment, which are based mainly on business in semi-

finished products with subsidiaries and external parties, dropped slightly to € 738.7 million in the financial 

year 2016 (previous year: € 821.0 million). External sales declined marginally (€ 194.6 million; previous year: 

€ 204.5 million). 

Earnings before taxes stood at € 36.3 million, which is lower than in the year-earlier period (€ 45.2 million) and 

includes the contribution of the Aurubis investment amounting to € 19.1 million (2015: € 21.8 million). This fig-

ure is made up of the proportionate Aurubis after-tax result of € 51.8 million, as well as the valuation result of 

€ –32.6 million pertaining to a exchangeable bond that depends on the price performance of the Aurubis share, 

among other factors. Interest income resulting from Group cash management as well as positive reporting-

date-related valuation effects from foreign exchange and derivatives positions boosted the result. The pre-tax 

result of the Group companies not directly assigned to a business unit fell short of the figure achieved in 2015.  

 

 

 

 

 

  



 

 

 

 

Group Management Report and Management Report on Salzgitter AG 

Report on the Economy / III. Performance Report 43

4. Comparison between Actual and Forecasted Performance 

Given the significant increase in imports from China in 2015, the steel companies in particular were confronted 

with an extremely challenging environment. Against this backdrop, we anticipated the following for the 

Salzgitter Group in 2016:   

 sales virtually stable at around € 8.6 billion (2015: € 8.6 billion).  

 a pre-tax result around breakeven at the operational level (2015: € 4.1 million).  

 a marginally positive return on capital employed (ROCE) (2015: 1.9 %). 

Due to the discernible stabilization in Europe’s steel market since the spring of 2016, the surprisingly sharp 

decline in Chinese dumped imports, with the resulting increase in the price levels of many steel products, we 

revised our profit forecast in June as follows:  

 a reduction in sales to between € 8.0 billion and € 8.5 billion,  

 an increase in the pre-tax profit compared with the previous year to between € 30 million and € 60 million, 

and 

 a return on capital employed (ROCE) that is marginally higher than the previous year’s figure. 

In effect, due to lower-than-expected average selling prices,  

 the sales of the Salzgitter Group that came in at € 7.9 billion only approximately reached the forecast ad-

justed in June. 

By contrast, thanks to the profound success of the restructuring projects implemented and the effects of the 

first- EU anti-dumping measures, the following upward revisions to the forecast at mid-year were realized: 

 pre-tax result (2016: € 53.2 million) and  

 ROCE (2016: 2.7 %).  

The performance of the individual segments compared with the projected development was as follows: 

The Strip Steel Business Unit expected selling prices to stabilize as from the second half of 2016 depending on 

the EU’s anti-dumping measures. Based on the assumption of ongoing satisfactory demand and support from 

cost savings, the following was anticipated:  

 virtually stable sales in comparison with the previous year (€ 1.9 billion) and 

 a slight deterioration in the pre-tax result (2015: € –26.0 million).  

In the financial year ended, SZFG produced at the limits of its capacity. Nonetheless, sales declined (2016: 

€ 1.8 billion) due to price pressure. By contrast, spot prices that rose as the year progressed and were gradually 

reflected in a better selling price quality were largely able to compensate for the losses accumulated in the first 

half of the year. The business unit was therefore able to deliver an improved pre-tax result (2016: € –2.3 million) 

that notably exceeded original expectations.  
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In the forecast for 2016, the Plate / Section Steel Business Unit was expected to operate in a difficult market 

environment. The plate mills above all were confronted with partly ruinous price declines due to the flood of 

imports. The section steel business anticipated another somewhat lower but nevertheless positive pre-tax 

result. It was, however, not anticipated that this result, combined with the non-recurrence of losses from 

Hoesch Spundwand GmbH (HSP) whose operations were discontinued at year-end 2015, would be sufficient to 

compensate for the plate mills’ deficit. We therefore assumed the following: 

 a notable downturn in sales owing first and foremost to weak selling prices but also to the discontinuation 

of the sheet piling business (2015: € 0.9 billion) and  

 a significant reduction in the pre-tax loss (2015: € –74.1 million). 

With sales in decline due to selling prices and shipments (2016: € 0.7 billion) and a reduction in the pre-tax loss 

to € –32.1 million, the business unit remained within the scope of the expectations announced at the start of 

the year. This figure includes order-related provisions, expenses of € 6.3 million for measures aimed at structur-

al improvements in the plate companies as well as € 25.0 million in impairment reversals carried out on the 

assets of Peiner Träger GmbH (PTG). 

The companies belonging to the Mannesmann Business Unit continued to operate in markets with varying po-

tential in 2016. Low oil and gas prices dampened customers’ investment propensity. The first contracts that 

secured capacity utilization were nonetheless acquired in the large-diameter pipes business as early as the start 

of the year. All in all, we assumed:  

 slightly lower sales overall (2015: € 1.1 billion) due to weak selling prices and  

 a pre-tax profit that matched the year-earlier level (2015: € 2.2 million).  

As expected, sales declined in the year elapsed (2016: € 1.0 billion) due to selling prices and for structural reasons. 

Despite the improved results of the large-diameter pipe companies, the result before taxes (2016: € –22.4 million) 

did not reached the targeted year-earlier level due to an amount totaling € 21.0 million in expenses for structural 

measures and impairment.  

In 2016, Trading Business Unit the forecasted a stabilization of the price level and a recovery in demand. Inter-

national trading anticipated an upturn in shipments on the back of the recovery in project awards, and the 

stock holding steel trade also anticipated growth stimulus. Moreover, the assumption was made that there 

would be no repeat in the financial year 2016 of the support for profit from special items in 2015, which was 

likely to be reflected in:  

 a marginal increase in sales overall (2015: € 3.2 billion) and  

 a significantly lower pre-tax result (2015: € 32.2 million).  

Notably lower annual average prices and a downturn in shipment tonnage in international trading prevented 

the targeted sales growth from being achieved (2016: € 2.9 billion). Although the earnings position of the stock 

holding steel trade remained weak in the first three months, a temporary widening of margins in the following 

months up until and including autumn, combined with the result of international trading, contributed to a pre-

tax profit that was notably higher year on year and therefore better than expected (2016:  € 45.2 million). 

Against the backdrop of fierce price-led competition for project business, the Technology Business Unit was 

expected to generate growth in profitable product segments and expand its service business. Based on a high 

level of orders on hand, a stable development was assumed   

 for sales (2015: € 1.3 billion) and pre-tax profit (2015: € 24.6 million).  

While sales (2016: € 1.3 billion) was in line with forecast, the segment outperformed earnings before taxes pre-

dicted at the start of the year (2016: € 28.4 million). This development also reflected the success of the 

improvement programs introduced.  




