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The BILSTEIN GROUP - synergie fur Kaltband

Q) Huco voGELSANG

Ein Name fiir Bandstahl

L) c.voGELSANG

Ein Name fir Qualitatsband

O «wwas.

Ein Name fur Kaltwalzprodukte

L BiLSTEIN

Ein Name fur Kaltband

C’ SHEARLINE STEEL STRIP

A BILSTEIN GROUP company
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Group Hlstory Synergie fir Kaltband

1911 2005

Establishment of the company Acc,]uolsnlon oof the company KWW a.s. in
BILSTEIN Kralu vD v y €zech Republique

1996

Acquisition of the company 2008

HUGO VOGELSANG Interest in the Brazilian company ARMCO do Brasil s.a.
2001 2009

30% interest in the ltalian company Foundation of BILSTEIN NORTH AMERICA, Inc.

INAC in Chicago, USA

2003

Acquisition of the company i(r)1pser? ;?]%ﬁ;ia Esgresentatlve Office

C. VOGELSANG

Acquisition of the company
SHEARLINE STEEL STRIP
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PrOdUCtlon FIOW Synergie fir Kaltband
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Slitting and Packaging Cut to Length Traverse Winding Intermediate Storage High Rack Storage Shipping
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Final Applications synergie far Kaltband

Mobility
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Final Applications Synergie fir Kaltband

Comfort
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F|na| Appllcatlons Synergie fir Kaltband

Security
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Final Applications synergie fur Kaltband

Value
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1) Acquisition of KWW
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Status of the BILSTEIN GROUP in 2005 synergie far Kaltband

AFocus very much on Germany and Western European markets
ACentral / Eastern Europe only of minor importance

A Strategic decision to establish production facilities in Central /
Eastern Europe to strengthen the group‘s market position
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Reasons for the Acquisition of KWW synergie fur Kaltband

APositiv economic development in Central / Eastern Europe

AGrowing importance of the automotive industry in Central / Eastern
Europe / strong development of the automotive supply industry

A Positive business outlook (market opportunities) for our industry

ACompetive advantage towards (mainly German) main competitors
(not present in the region)

AFormer owners of KWW seeking for an investor



KWW in 2005 &) BILSTEIN GRUPPE
(before takeover by BILSTEIN GROUP) Synergie flir Kaltband

» Originally part of a steel producing and processing socialist combinate
structure

« Family owned business without strong position in the steel processing /
cold rolling industry, no clear strategic focus

» Weak financial position A difficult supply situation
A difficulties to satisfy customer demand

* Very limited customer base

» Technical equipment not up to date A quality / performance / productivity

* No reliable controlling data available
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KWW a. S. " Synergie flir Kaltband
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KWW a. s. (today) | Synergie far Kaltband
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First Steps after the Acquisition synergie fur Kaltband

ARestructuring of balance sheet (equity, internal group loans,
bank loans)

A(Re)negotiation with suppliers based on BILSTEIN GROUP’s
reputation

AProcess optimization

AStart of systematic market development / implementation of strategic
tools to penetrate relevant markets

ASetting up of controlling structures / improvement of accounting
structures in cooperation with auditors
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Major Developments since 2005 synergie fur Kaltband

 Technical modernization (revamping of rolling mills and other lines,
investments in new technology (slitting line, packaging line, IT, etc.))

* Reduction of buildings used / concentration of production machinery

» Closing of Stainless Steel Unit (no strategic relevance) — in 2009

* Reduction of number of employees from 230 to 120 (2009)
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2) Strategic Challenges for KWW



General Strategic Challenges C’ BILSTEIN GRUPPE

(also before crisis) synergie far Kaltband

AAutomotive supply industry in some cases only with assembly
facilities present in Central / Eastern Europe (no full production (e.g.
stamping))

AThe demand for cold rolled steel is lower respectively focussing on

other segments (different grades / lower qualities) than in Western
Europe

AAdded value / advantage of cold rolled steel only partly appreciated
ACompetition from Steel Service Centers (SSC's) / Steel Producers

AVery volatile steel prices in 2008 and 2009 (see chart)
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Price Development Hot Rolled Steel synergie far Kaltband
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Source: MEPS European Steel Review



Specific Challenges in the C’ BILSTEIN GRUPPE

Current CFISGS Synergie flir Kaltband

Tremendous decline of hot rolled prices leads to cold rolled price
reduction and devaluation of stock

Significant reduction of demand for cold rolled steel / strong and
sudden decrease of sales and production figures

Price war (cash flow for many steel producers, steel processing
companies and SSC's more important than profitability)

Limited cost flexibility due to high proportion of fixed costs in steel
processing industries



Strategic Questions in the C’ BILSTEIN GRUPPE

Current CFISGS Synergie flir Kaltband

» Development of competitive environment (who will survive?)
* Development of industry / customer structure (who will survive?)

« Demand for steel products (back to former levels and further growth?)

A General economic outlook still favourable for high quality
cold rolled steel (mainly due to further growing automotive
industry in Central / Eastern Europe (Poland, Czech
Republic, Slovakia, etc.))

A Major question: WHAT WILL HAPPEN WHEN?



Economic Situation in CEE (summer 2009)
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Synergie flr
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Long-term foreign
currency credit
rating (S&P) 06/09
Selected

A stable

strong industrial
base

A+ stable

strong industrial
base

A- stable

relatively low
deficit

BBB-
negative

financial support by
IMF / EU

BBB
negative

low public debt

Czech Republic  Slovakia Poland Hungary Russia Ukraine
GDP development]
in EUR
2008 > 201 ¢y (@ (1) (1) C () @

CCC+
negative

IMF support

dependancy on
external demand

electronics sector

importance of
agricultural sector

social structure

infrastructure

strengths o o : : : :
strong financial strong financial strong domestic natural resources [industrial potential
sector sector market
low external low currency
financing levels  |volatility (EUR)
Selected dependancy on dependency on volatile currency |public sector debt [dependency on political situation
weaknesses automotive sector |automotive and levels commodities

extreme GDP
decrease in Q1/09

Sources: various sources (S&P, UniCredit Research, etc.)
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3) Financial Challenges / Measures in the Crisis
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FlnanC|a| MeasureS Synergie flr Kaltband

AMassive reduction of working capital (stock)

AMassive reduction of investments / expenditure
AFocus on core business: closing of Stainless Steel Unit
ARigid cut down of cost structure

A Short term focus

A But also strengthening of sales force (new experienced employees,
implementation of further strategic tools to develop the market)
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Further Financial Challenges Synergie fur Kaltband

AClose observation of outstanding / incoming payments
(A credit insurance / internal limits, A payment terms)

A Reliable cash flow projections more important but also
harder to get than ever (A cash management)

ACurrency issues (A natural hedging)

A Very close cooperation with German mother company

A Reporting to Germany much stricter than before
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Discussion



