RHI Magnesita N.V.
(“RHI Magnesita” or the “Company” or the “Group”)

Resilient performance in tough market conditions
RHI Magnesita, the leading global supplier of high-grade refractory products, systems and solutions, today
announces its unaudited results for the six months ended 30 June 2020 (“H1 2020” or the “Period”).
Highlights
(€m unless stated otherwise)
Revenue
Adjusted EBITA
Adjusted EBITA margin
Adjusted EPS
Net debt
Net debt to adjusted LTM EBITDA

H1 2020
Adjusted1
1,171
133
11.4%
€1.77
666
1.5x

H1 2019
Adjusted2
1,515
244
16.1%
€3.20
669
1.1x

Revenue
EBITA
Profit before tax
EPS

H1 2020
Reported
1,171
112
70
€1.03

H1 2019
Reported
1,541
228
165
€2.31

Change
(22.7)%
(45.4)%
(470)bps
(44.5)%

1

Adjusted figures are alternative performance measures which reflect the way in which Management assesses the underlying performance of the business.
Full details of the APMs can be found on page 15
2 H1 2019 Adjusted for constant currency at H1 2020 average FX rates

Operational Highlights
• Responded swiftly to a very challenging environment; safe working conditions established, and liquidity,
production and supply chains maintained
• Prudent measures quickly taken to preserve cash, including reduced capex and dividend suspension
• Short term cost savings measures successfully executed, reducing fixed costs by €25m Q2 2020, with a similar
level of savings expected in H2 2020
• Strategy remains on track; key initiatives extended to further improve cost effectiveness
o Production Optimisation Plan on track, and opportunities to expand the scope identified
o Additional selling and administration run-rate savings identified of €10 million in 2020 and €30 million in
2021
o Review of internal raw material sourcing to maximise quality and cost advantage
Financial Highlights
• Revenue decreased by 22.7% at constant currency, reflecting impact of COVID-19 on customer demand
o Steel revenue decreased by 22.4%
o Industrial revenue decreased by 23.5%
• Robust adjusted EBITA margin performance of 11.4%
o Refractory margin of 9.1% in H1 2020 (H1 2019 9.5%)
o 2.3% margin contribution from backward integration, despite further falls in raw material prices

•
•

Positive operating free cash flow of €93 million (H1 2019 €129 million)
Stable net debt of €666 million (H1 2019: €669 million and FY 2019: €650 million) and strong financial
position with liquidity of €1.1 billion

Outlook
• Conditions through Q2 have been consistent with the Group’s COVID-19 planning assumptions and activity
levels expected to remain subdued into Q3, with limited visibility thereafter
• Strategy unchanged with appropriate actions implemented to ensure that the business can manage
effectively through an extended period of subdued demand
• Efficiency initiatives will support profitability in H2 and beyond
• Strong financial position ensures the Group is well equipped to take advantage of growth opportunities when
markets improve
Commenting on the results, Chief Executive Officer, Stefan Borgas, said:
“The response of colleagues across the business to the COVID-19 crisis has been outstanding. As a result of
everyone’s efforts, RHI Magnesita has been able to establish safe working conditions, and maintain its production
capabilities and supply chains to serve our customers throughout this challenging period. Conditions in our key
markets have been consistent with the assumptions made for our Covid-19 scenario planning work and we have
reacted quickly to reduced demand by taking prudent measures to preserve cash and manage costs. Whilst
revenues and profits are down materially in H1, the Group has maintained double digit operating margins and
positive operating cash flow.
“Activity levels are likely to remain subdued in Q3, with limited visibility into Q4. However, our strategy remains
on track and we have extended a number of our key initiatives to further improve, for the longer term, our
overall cost effectiveness. These initiatives, reducing SG&A and further consolidating our production network, will
support the profitability in both H2 2020 and beyond.
“The long-term economic impact of COVID-19 remains uncertain. However, the business is taking appropriate
actions to ensure it is able to manage effectively through an extended period of subdued demand. With
significant financial strength, RHI Magnesita is well equipped to take advantage of growth opportunities when
markets improve and will exit this period of disruption with positive strategic momentum.”
A presentation for investors and analysts will be held today starting at 8.00am. The presentation will be webcast
live and details can be found on: https://ir.rhimagnesita.com/. A dial-in facility is also available on +44 20 3936
2999 with participant pin code 781294.

For further enquiries, please contact:
Investors: Guy Marks, Head of Investor Relations
Media: Matthew Denham, Teneo

+44 (0) 7932 013 357
guy.marks@rhimagnesita.com
+ 44 (0) 7825 735596
matthew.denham@teneo.com

About RHI Magnesita
RHI Magnesita is the leading global supplier of high-grade refractory products, systems and solutions which are
critical for high-temperature processes exceeding 1,200°C in a wide range of industries, including steel, cement,
non-ferrous metals and glass. With a vertically integrated value chain, from raw materials to refractory products
and full performance-based solutions, RHI Magnesita serves customers around the world, with around 13,000
employees in 35 main production sites and more than 70 sales offices. RHI Magnesita intends to leverage its
leadership in terms of revenue, scale, product portfolio and diversified geographic presence to target strategically
those countries and regions benefitting from more dynamic economic growth prospects.
Its shares have a premium listing on the London Stock Exchange (symbol: RHIM) and are a constituent of the FTSE
250 index. For more information please visit: www.rhimagnesita.com

OVERVIEW
The response of colleagues across the business to the COVID-19 crisis has been outstanding. As a result of
everyone’s efforts, RHI Magnesita has been able to safely maintain its production capabilities and supply chains to
serve our customers throughout this challenging period. We have reacted quickly to reduced demand by taking
prudent measures to preserve cash and manage costs. Whilst revenues and profits are down materially in H1, the
Group has maintained double digit operating margins and positive operating cash flow.
Revenue for the six months to June 2020 was €1,171 million, a decrease of 22.7% compared to the same period
last year on an adjusted constant currency basis. This performance broadly mirrors the declines experienced by
our customers’ and is consistent with the scenario planning originally set out at the 2019 Full Year Results in April.
The unprecedented challenges of the COVID-19 pandemic have impacted customer activity heavily with a
resultant sharp reduction in volumes across both the Steel and the Industrial Divisions. Although there has been
some variability between geographies and end market segments, most of the business units experienced a
material drop in volumes in the second quarter.
Adjusted EBITA of €133 million, was down 45.4% on the prior year. The Group has taken swift and effective
actions to protect ongoing profitability by implementing a broad range of measures to preserve cash and reduce
fixed costs. These include, the temporary closure of three plants in Europe and one in Mexico, the introduction of
short time working arrangements in some plants, the deferral of €45 million of capital expenditure from 2020 and
other fixed cost reduction actions. These short-term initiatives achieved a saving of €25 million in the second
quarter of 2020 and have helped to maintain a double-digit Adjusted EBITA margin of 11.4%, down 470bps on the
prior year. Beyond these short-term measures, management has identified additional sales and administration
savings of €10 million in 2020 and €30 million in 2021. These measures will further enhance the Group’s
competitive position on costs.
Despite raw material prices continuing to fall in H1 2020, the Group’s backward integration contributed 2.3%
points towards the Adjusted EBITA margin, equivalent to €27 million of EBITA. This further demonstrates the
value of the Group’s integrated business model.
The Group’s financial position remains strong, with stable net debt of €666m (H1 2019: €669m), available
liquidity of approximately €1.1 billion and net debt to adjusted EBITDA significantly below covenant levels. The
Group continues to have a strong focus on working capital management, especially inventories and accounts
receivable, and expects to make further progress in the second half.
Underpinning the Group’s operational performance is its continued focus on Health and Safety, beyond COVID19, where a further improvement has been made in the lost time injury frequency rate, to achieve 0.1 lost time
injury frequency rate per 200,000 hours worked, down from 0.3 in 2019. The Group continues to benefit from the
preventative KPI’s that have been implemented in order to reach our goal of zero-accidents.
There has been a number of isolated incidents of employees testing positive for COVID-19, most notably in Brazil
and India, and alongside strict precautions on site, the Group has worked to ensure adequate healthcare
provision in both our plants and the communities in which they operate.
Notwithstanding the short-term pressures of COVID-19, the Company continues to progress its Sustainability
agenda and remains committed to reaching its 2025 target to reduce CO2 emissions per tonne by 15%. The Group
continues to explore new technologies to reduce our Scope 1, 2 and 3 CO2 emissions. As an example, we have
launched the new low-carbon ANKRAL LC series, with a 13% lower carbon footprint, which has been well received
by customers. CO2 emissions reduction is also one of the benefits offered in the “Cost-Per-Saving” model, set out
in more detail below. In the first half 2020 the Group is very pleased to be have been awarded a ‘Silver’ rating by
Eco Vadis.

BUSINESS IMPROVEMENT PROGRAMMES
Further progress has been made to address the operational issues experienced at four European plants and the
challenges in the supply chain, as originally outlined in the 2018 full year results. Whilst current production levels
are at lower levels, the Company has now fully resolved these issues and recouped a further €9 million in H1 2020
and is on-track to deliver the targeted €15 million for the full-year.
The Group has taken swift and effective actions to protect ongoing profitability by implementing a broad range of
measures to preserve cash and reduce fixed costs. These short-term initiatives achieved a saving of €25 million in
the second quarter of 2020 and will generate a similar level of cost savings in the second half.
Alongside the successful execution of short-term cost saving and cash preservation initiatives in Q2 2020,
management is also conducting a detailed and ambitious review of the Group’s cost base on a long-term basis, to
make sure the business is right-sized and prepared for the challenges and opportunities ahead.
As previously announced, these plans have included sales and administration cost savings, including reducing the
scale of the first three levels of management by 20%. The new structure was implemented on August 1 st. The
more efficient organisational structure creates a better platform to accelerate the long-term strategy and ensure
that costs are aligned to current market conditions. In total this reduction in headcount, will generate run-rate
sales and administration savings of €10 million in 2020 and €30 million in 2021. Severance costs of €30 million will
be incurred, of which €4.8 million was recognised during H1 2020.
The Production Optimisation Plan, set out at the Capital Markets Day in November 2019, remains on track to
achieve the planned €40 million of EBITA benefit by 2022, delivering initial benefits in H1 2020 of €3 million.
Actions in the first half included the closure of our facilities at Hagen and Trieben. Management now believes
there is significant scope to increase the anticipated benefits of this programme, by also embedding the learnings
from COVID-19. Further details will be announced later in 2020.
RAW MATERIALS
Raw material prices fell over the first six months of the year, due to continued over-supply from China. DBM 97
has continued to fall in the first half of this year, overall from a high of around USD 1,200 per tonne in the fourth
quarter of 2018, to USD 320 at the end of June. Fused Magnesia has also continued to fall in the first half and is
now at around USD 475 per tonne.
Despite raw material prices continuing to fall in H1 2020, the Group’s backward integration contributed 2.3%
points towards the Adjusted EBITA margin, equivalent to €27 million of EBITA. This further demonstrates the
value of the Group’s integrated business model.
In H1 2020, RHI Magnesita conducted an extensive review of the Group’s raw material and mining costs relative
to its competitors and other suppliers. The primary conclusion of this review was that the majority of the Group’s
facilities produce raw materials at very competitive rates. The review also confirmed that our internal costs to
produce grades of fused magnesia are too high, relative to Chinese sourced equivalent materials. This has
informed the decision in early 2020 to suspend fused magnesia production facilities in Posgrunn, Norway and
Contagem, Brazil and to enter into long term alternative supply arrangements.

UPDATE ON SERVICES, SOLUTIONS & INNOVATION
The development of the solutions business model continues to progress. The Group secured a strategic digital
partnership with a European customer based on inventory management and the newly launched APO (Automatic
Process Optimisation) tool to improve maintenance forecasting at our customers’ plants.
Whilst customer site access has been restricted by COVID-19 precautions, the Group has continued to take an
active approach in its sales strategies, especially its sustainability offering. Specifically, one European customer
entered into a “Cost-per-saving” contract where the savings the Group delivers in CO2 emissions per tonne
increase the value of the contract.
Digitalisation remains a key element of the Company’s growth strategy, particularly underpinning the
development of our Solutions model. We are very pleased to have signed a strategic partnership with Microsoft.
This partnership will accelerate our digital offering and support new ways of working with our customers.
Current digitalisation initiatives the Group is working on include: Augmented Reality solutions to assist employees
onsite service and sales activities and customers increasing self-service; Digital Supply Chain to track raw material
through to products at customer site, to better control manufacturing quality and on-site performance; IoT Edge
solutions to connect machinery at customers’ sites to enable predictive maintenance; and Digital Twins modelling
to improve energy efficiency and reduce maintenance costs.
CAPITAL ALLOCATION POLICY AND SHAREHOLDER RETURNS
The Board's capital allocation policy remains to support the long-term Group strategy, providing flexibility for
both organic and inorganic investment opportunities and delivering attractive shareholder returns over the midterm. These opportunities will be considered against a framework of strategic fit, risk profile, rates of return,
synergy potential and balance sheet strength. Dividends and share buybacks, when appropriate, are an integral
part of the Company's capital allocation policy and approach to shareholder returns.
In April, the Board has decided not to recommend the payment of a final dividend for 2019 because of the
uncertainty relating to COVID-19 and to prudently preserve cash. The economic uncertainty remains, particularly
in respect of further outbreaks and consequential economic weakness. The Board, therefore, is not declaring an
interim dividend for H1 2020 at this time.
The Board appreciates the importance of dividends, and shareholder returns more broadly, and will continue to
review this, intending to resume dividend payments at the earliest opportunity.
OUTLOOK
We continue to expect that our markets will remain challenging in the short term, with activity levels likely to
remain subdued into Q3 and limited visibility into Q4. However, the strategy remains on track and the Group has
extended a number of key initiatives to further improve, for the longer term, its overall cost effectiveness. These
initiatives, reducing SG&A and further consolidating our production network, will support the profitability in both
H2 2020 and beyond.
The long-term economic impact of COVID-19 remains uncertain. However, the business is taking appropriate
actions to manage effectively through an extended period of subdued demand. With significant financial strength,
RHI Magnesita is well positioned to take advantage of growth opportunities when markets improve and will exit
this period of disruption with positive strategic momentum.

STEEL DIVISION
Steel

Q2 2020

Q1 2020

Change1

H1 2020

H1 2019

Change2

Revenue (€m)

372

448

(16.8)%

820

1,057

(22.4)%

Gross Profit (€m)

79

105

(25.0)%

184

270

(31.9) %

Gross margin

21.2%

23.4%

(220)bps

22.4%

25.5%

(310)bps

Adj EBITA (€m)

83

157

(47.3)%

Adj EBITA margin

10.1%

14.8%

(470)bps

1
2

Change Q1 2020 on a constant currency basis versus Q2 2020
Change H1 2019 on a constant currency basis versus H1 2020

World Steel Association data showed that over the Period, Steel production globally contracted by 6.0%
compared to the same period last year. The first quarter contracted by 1.0% and the second by 9.7%. Excluding
China, Steel production globally contracted by 14.3%, with a contraction of 3.6% in the first quarter and 24.8% in
the second quarter, driving weaker demand from the Group’s steel customers across all regions.
These significant falls in customer production caused Steel Division revenues to decline by 22.4% in H1 2020 to
€820 million compared to the same period last year at constant currency (H1 2019 €1,057 million). Gross margin
declined over the same period by 310bps to 22.4%, which was predominantly due to lower sales volumes causing
poorer fixed cost absorption and lower raw material prices.
Europe
The European steel market, which was already subdued by reductions in demand in 2019 especially from
weakness in the automotive sector, was impacted further by the challenges of COVID-19, prompting further steel
production reductions and plant shutdowns. Including the Commonwealth of Independent States (CIS), European
steel production declined by 12.3% against the same period last year according to the World Steel Association.
Q1 contracted by 4.9%, whilst Q2 contracted by 19.7% against the same periods last year. Steel Division revenues
in Europe (including CIS) declined by 31.7% on a constant currency basis, to €222 million (H1 2019 €325 million)
with customer activity in Southern Europe and Western Europe most heavily impacted. Without a local source of
dolomite, the Group has struggled to maintain competitive product pricing on dolomite-based products in Europe
and has lost some market share. The investment in dolomite production at Holchfilzen, as part of the production
optimisation plan, aims to address this.
North America
In North America, Steel revenue declined 13.9%, to €233 million (H1 2019 €271 million). The regional
performance outperformed World Steel Association data, where North America has declined by 17.6% over the
same period. North America had a very strong performance in the first quarter, versus the first quarter of 2019,
as the business regained market share. However, the second quarter financial performance was heavily impacted
by COVID-19 as volumes declined in line with the reduced levels of steel output. Though market share remained
stable into the second quarter, progress in sales strategies were delayed due to locally enforced restrictions,
especially on customer sites.
North American steel capacity utlisation declined from around 80% to near 50% in the first six months of 2020.
This was primarily driven by the stoppage of automobile production for a large proportion of the second quarter,
an end-market that heavily influences local steel production. Automotive production restarted at the end of the
second quarter, and so a moderate increase in steel production is expected in the third quarter, with improved
capacity utilisation. The business anticipates some restarting of idled blast furnaces in the third quarter, in
response to improved end-markets.

South America
With South America being a significant exporter of steel, the decline in global demand heavily impacted local
production. The effects of the pandemic in the region were felt from April, leading to a sharp drop in production
throughout the second quarter of 2020. In addition, the currency fluctuations of the Brazilian Real have brought
further challenges to the industry in the pricing of industrial goods and exports. In South America, Steel Division
revenue in H1 2020 declined by 23.5%, to €129 million, compared to the same period last year on a constant
currency basis (H1 2019 €169 million). This decline in revenue was worse than steel production activity in the
region, which according to World Steel Association data declined by 19.9% over the same period. This difference
was a function of product mix between Electric Arc Furnace (EAF) and integrated steel plants customers, some
market share losses as customers diversified suppliers, and currency effects.
China
COVID-19 impacted the Chinese economy in the first quarter of 2020, with the automotive sector the hardest hit.
However, by the end of April the steel market was nearly fully recovered. In China, Steel revenue increased by
60.7% in H1 2020 compared to H1 2019 on a constant currency basis, to €31 million and volume shipments were
almost double the same period of 2019. According to World Steel Association data, China Steel grew by 1.4% over
the Period, compared to 2019. The acceleration of growth in the Steel Division in China is primarily driven by the
annualisation effects of contracts won in 2019.
India
The Indian economy started to slow-down in 2019, with the subsequent impact of COVID-19 and the
enforcement of a strict nationwide lock down in late March 2020 further weakening the economy. This
exacerbated an already over-supplied steel market, as global demand fell sharply. The strict lockdown measures
also severely disrupted the workforce and supply chains of the steel industry, including the transportation of raw
materials and finished goods. In India, revenue declined by 25.9% to €81 million in H1 2020, compared to the
same period of 2019 on a constant currency basis. The revenue decline is broadly in line with regional crude steel
production, which according to WSA has contracted by 24.2% over the comparative period.
APAC ex-China and India
Outside of India and China, APAC revenue declined by 31.2% to €55 million in H1 2020 compared to the same
period last year, on a constant currency basis, impacted by lower raw material prices. This compared to World
Steel Association data, which indicated a contraction of 11.4% against the same Period. Taiwan and South Korea
were particularly weak. In Vietnam, the Group has continued to win solutions contracts, although overall
revenues were down.
Middle East and Africa
Excluding the contribution from Iran in 2019, revenue in MEA increased by 14.6% a constant currency basis in H1
2020 to €40.3 million, outperforming steel production in this region, which contracted by 19.9% in the same
period, excluding Iran. The business performed resiliently in Saudi Arabia and in Oman, the Group won a second
solutions contract, with annualized revenue of USD 50 million.
Steel division outlook
The impact of COVID-19 on the steel industry has been severe and economic conditions globally remain fragile.
Steel production was down significantly in Q2 2020 and significant production capacity remains offline. Customer
demand for our products is therefore weak and uncertain. With only limited visibility in the order book, the
Group anticipates Q3 2020 volumes to be similar to Q2. Whilst some uptick in trading might be expected in Q4,
the performance of the business globally in H2 could also be adversely affected by any deterioration in the
COVID-19 situation or further industrial slow-downs. The Group is mindful of these risks and will continue to
manage its cost and production base carefully.

INDUSTRIAL DIVISION
Industrial
Revenue (€m)
Gross profit (€m)
Gross margin

Q2 2020

Q1 2020

Change1

H1 2020

H1 2019

Change2

160

191

(16.2)%

351

458

(23.5)%

39

56

(30.6)%

96

136

(29.9)%

24.5%

29.6%

(510)bps

27.2%

29.7%

(250)bps

50

86

(41.3)%

14.4%

18.8%

(440)bps

Adjusted EBITA (€m)
Adjusted EBITA margin
1
2

Change Q1 2020 on a constant currency basis versus Q2 2020
Change H1 2019 on a constant currency basis versus H1 2020

Revenue in the first six months of 2020 amounted to €351 million (H1 2019 €458 million), down by 23.5% at
constant currency. The Industrial Division maintained a relatively resilient gross margin of 27.2%, down by
250bps, against weaker revenues.
Cement/Lime
Cement/Lime segment revenue was €160 million, a decline of 12.1% against the first six months of 2019 (H1 2019
€182 million). The Cement/Lime segment performed well in the first quarter, broadly in line with the strong first
quarter of 2019 and reflective of the high seasonal demand, during the annual repair cycle. Whilst a weaker Q2
performance is a characteristic of the Cement industry, it was affected by COVID-19 in the second quarter, with a
sharp contraction in demand in its key end-markets, leading to reduced production and some temporary closures
of cement plants in certain regions.
Industrial projects
The Industrial Projects segment (Non-ferrous metals, Glass and Energy, Environment and Chemicals) achieved
revenue of €191 million in H1 2020, a decline of 31% compared to the same period last year. The weaker revenue
performance was largely due to a decline in demand in the Non-ferrous metal sector. Demand in the NFM sector
was affected by weaker metal production levels globally, resulting in some temporary plant closures. The Glass
segment was more resilient, however still experienced some project postponements in Q2. The segment
benefitted from increased demand in the pharmaceutical sector, off-set by weaker demand in construction and
automotive glass.
Industrial Division outlook
Whilst the factors affecting the performance of the Industrial Division are broader than the Steel Division, the
macro-economic uncertainty and commodity and oil price volatility has resulted in a challenging environment, in
which customer capital expenditure has reduced and project decisions have been delayed. The Group anticipates
that Cement/Lime segment out-turn will broadly follow the performance in Q2 2020, although the recovery of
the Cement industry may be accelerated by potential governmental stimulus programmes especially in
infrastructure projects. The Industrials Projects segment is likely to be more volatile depending on the award and
phasing of new projects.

FINANCE REVIEW
Revenue for the Period amounted to €1,171 million (H1 2019 €1,515 million), down by 22.7%. The reduction in
revenue was driven by weakness in both the Steel Division, where revenue declined by 22.4% to €820 million (H1
2019 €1,057 million) and the Industrial Division, where revenue was down 23.5% to €351 million (H1 2019 €458
million).
The Group delivered gross margin of 23.8%, a reduction of 290bps against the same period last year. Gross
margin over the period for the Steel Division decreased by 310bps to 22.4% (H1 2019 25.5%). The Industrial
Division gross margin was more resilient at 27.2%, decreasing by 250bps (H1 2019 29.7%).
Adjusted EBITDA margin for the last six months was 16.6%, compared to 19.8% over the same period last year,
decreasing by 320 bps and reflective of the weaker market backdrop. The depreciation for the Full Year 2020 is
likely to be lower, at around €120 million, largely due to currency effects.
Adjusted EBITA declined by 45.4% on a constant currency basis, to €133 million (H1 2019 €244 million),
predominantly due to COVID-19 driving weaker volumes and lower fixed cost absorption in our production.
Additionally, operating profit was affected by the falls in raw material prices. This has been partially offset by the
measures the Group has introduced in response to the challenging market backdrop. The Group has also started
to derive benefits from the Production Optimisation Plan, announced at the Capital Markets Day in November
2019, of €3 million, and will benefit from the acceleration of this programme in H2.
The Group recorded an EBITA margin of 11.4% down by 470bps compared to 16.1% for the same period last year.
The Refractory margin contributed 9.1% of Group EBITA margin (H1 2019 9.5%) and the backward integration
contributed 2.3% (H1 2019 5.7%).
Net financial expenses in H1 2020 amounted to €37.1 million (H1 2019 €45.3 million), as the Group continues to
benefit from lower net bank interest expenses following the refinancing completed in H2 2018 and H1 2019.
Interest expenses on borrowing were €9.3 million (H1 2019 €19.4 million) and €14.8 million (H1 2019 €19.9
million) was recognised in other net financial expenses. Total foreign exchange and derivative variances
amounted to €15.5 million (H1 2019 €9.5 million).
Total tax for H1 2020 in the income statement amounted to €19.0 million (H1 2019 €43.5 million), representing a
27.1% effective tax rate (FY 2019: 25.5%). This tax rate is higher than recent years as a consequence of lower
volumes and restructuring charges not benefitting from tax deductibility. Adjusted profit before tax amounts to
€112.4 million, and the respective adjusted effective tax rate is 22.0% (FY 2019: 20.6%).
On a reported basis, the Group has recorded a profit after tax of €51.2 million (H1 2019 €121.2 million) and
earnings per share of €1.03 in H1 2020 (H1 2019 €2.31). Adjusted earnings per share for H1 2020 were €1.77,
which is stated after excluding other income and expenses and restructuring charges (€21.4 million), the impact
of amortisation (€10.0 million), other financial income and expenses (€3.5 million), foreign exchange variances on
Intercompany dividends (€7.4 million) and a higher implied tax charge of (€5.8 million).

(€m)

H1 2020
Reported

Items excluded from
adjusted performance

H1 2020
Adjusted

EBITA

111.8

21.4

133.2

Amortisation

(10.0)

10.0

-

Net financial expenses

(37.1)

10.9

(26.2)

Result of profit in joint ventures

5.4

-

5.4

Profit before tax

70.2

42.3

112.4

Income tax

(19.0)

(5.8)

(24.8)

Profit after tax

51.2

87.7

Non-controlling interest

(0.8)

(0.8)

Profit attributable to shareholders

50.4

86.9

Shares outstanding1

49.1

49.1

Earnings per share

1.03

1.77

1

Weighted average number of shares outstanding at 30 June 2020

CASH FLOW AND WORKING CAPITAL
Operating free cash flow, which is presented to reflect net cash inflow from operating activities before tax and
net finance expenses, was €93 million for H1 2020 (H1 2019 €129 million), representing an improved cash
conversion of 70% (H1 2019 55%). Operating free cash flow was down due to the significantly lower revenues and
weaker operational performance in the first six months of 2020.
Working capital, overall, reduced to €497 million compared to the same period last year (H1 2019 €642 million,
FY 2019 €523 million), reflecting the success of the Group’s working capital initiatives, such as the introduction of
the Total Network Optimisation tool, part of the Group’s supply chain transformation programme.
Working Capital led to a cash outflow of €10 million. The overall improvement in working capital (€25 million),
was offset by the adverse impact from currency (€37 million). The acquisition of Missouri Refractories Co Inc in
January 2020 contributed an additional cash inflow of €2 million. Over the Period, Inventories reduced by 4% to
€578 million (FY 2019 €603 million), Accounts Receivable reduced by 33% to €183 million (FY 2019 €274 million),
and Accounts Payable reduced by 26% to €263 million (FY 2019 €354 million) primarily as a result of lower
business activity.
Working capital intensity, measured as a percentage of the last three months annualised revenue, increased in
H1 2020 to 23.4% compared to 21.0% in the same period last year. Working capital intensity also increased
against the 18.3% achieved for the FY 2019. Additional measures have been implemented in the period to
mitigate increased inventory intensity levels. The Group continues to manage its working capital levels closely
and we expect to see an improvement in working capital intensity second half of 2020.
There has been no increase in bad debts to date and the Group’s overdues as a percentage of sales reduced to
the lowest level since the merger, through a strong focus on customer accounts receivable management.
However, this area continues to require focus from the Group, especially in India.
In the first six months, the Group reduced its expenditure on maintenance projects in line with lower production
volumes. However, it continues to prioritise capital expenditure on strategic projects, which remain on track
despite COVID-19. Of the €57 million spent on capital expenditure in the first six months of 2020 (H1 2019 €50
million), €25 million was spent on maintenance and €32 million spent on strategic projects. In H2, the Group
currently plans to spend around €93 million, although this figure is likely to increase with the extension of the
production optimisation plan.
Net interest payments on net debt and further refinancing costs amounted to €17 million in the Period (H1 2019
€33 million).

Cash Flow

Adjusted EBITA

H1 2020
€m
133

H1 2019
€m
234

Working Capital

-10

-118

Changes in Other Assets/Liabilities

-34

-9

Capital Expenditure (including pre-payments)

-57

-50

Depreciation

61

71

Operating Free Cash Flow1

93

Cash tax

-21

129
-28

Net financial expenses
Restructuring/Transaction Costs
Dividend payments
Magnesita minority acquisition

-17
-10
-25
0

-33

Free Cash Flow1

20

21

1

-3
0
-45

Further detail on the adjustments can be found in Alternative Performance Measures section

FINANCIAL POSITION
The Group continues to have a strong financial position with a resilient balance sheet and no material debt
maturity before 2023.
The Group’s net debt as at 30 June 2020 was €666 million, comprising total debt of €1,199 million, cash and cash
equivalents and marketable securities of €533 million. As at 30 June 2020, total operating and financial leases
amounted to €59 million (H1 2019 €58 million), which is included in the Company’s net debt position following
the introduction of IFRS 16 Leases.
At 1.5x net debt to EBITDA at H1 2020, the Group is significantly beneath its net debt to EBITDA covenant, which
with the support of our banking group has been prudently increased from 3.5x to 5.0x until December 2021 and
thereafter will revert to 3.5x. However, it is at the upper end of the Company target range of 0.5-1.5x, due to
EBITDA falling during the period and the Group intends to prioritise returning to below range in the short term.
The group will have debt maturities of €16 million in the second half of 2020 and €41 million in 2021.

Capitalisation Table

30 June 2020
(€m)

OeKB Term Loan

466

US$ Term Loan + RCF

178

Schuldschein

400

Other Loans and

Facilities1

Total Gross Indebtedness

154
1,199

Cash, Equivalents and Marketable Securities

533

Net Debt

666

1

Including IFRS 16 lease liabilities of €59 million

PRINCIPAL RISKS AND UNCERTAINTIES
The Group has an established risk management process based on a formally approved framework and regular risk
surveys among functional and operational managers aiming at systematically identifying, assessing and mitigating
risks and uncertainties in the Group. Material and major risks with potential high impacts on the Group, its results
or its ability to achieve its strategic objectives are reviewed regularly by the Board.
The risks considered by the Board to be the principal ones are presented in the 2019 Annual Report which is
available on the Group’s website at www.rhimagnesita.com. Those risks were reviewed in the course of the
regular risk survey and were found to be still relevant for the first half of the financial year:
1. Macroeconomic environment and condition of customer industries leading to significant sales volume
reductions;
2. Inability to execute key strategic initiatives;
3. Lack of competitiveness of internally sourced raw materials (principally Fused Magnesia), fluctuations in
exchange rates and energy prices;
4. Significant changes in the competitive environment or speed of disruptive innovation;
5. Business interruption and supply chain disruption;
6. Sustainability – environment risks;
7. Sustainability – health & safety risks;
8. Regulatory and compliance risks;
9. Cyber information security risk; and
10. Product quality failure.
The level of uncertainty regarding the future development of the macroeconomic environment has increased
since we presented the 2019 Annual Report due to COVID-19 pandemic, alongside pre-existing geopolitical
pressures and the potential adoption of new trade barriers and tariffs by several countries. The risks may occur
independently from each other or in combination. In case they occur in combination their impact may be
reinforced. Also, the Group is facing other risks than the ones mentioned here, some of them being currently
unknown or not considered to be material.
The risk likelihood and potential impact of some of the principal risks have increased during H1 2020 primarily
due to COVID-19. As a consequence, these principal risks increased their potential to exceed the risk appetite and
are being subject to enhanced monitoring and mitigation.
A description of RHI Magnesita’s risk management practices, principal risks and how they impact. The updated
integrated comprehensive analysis of the principal risks faced by RHI Magnesita will be included in the 2020
Annual Report.

RELATED PARTY TRANSACTIONS
RHI Magnesita enters into arrangements with a number of its subsidiaries and affiliated companies in the course
of its business. These arrangements relate to service transactions and financing agreements and RHI Magnesita
considers these arrangements to be related party transactions. Furthermore, RHI Magnesita considers
transactions with key management personnel to be related party transactions. As of the balance sheet date, 30
June 2020, there have been no significant changes in the related party transactions from those described in RHI
Magnesita's 2019 Annual Report.

GOING CONCERN
The global economic downturn due to the COVID-19 pandemic during the first half of 2020 resulted in a reduction
of revenue for RHI Magnesita Group as the economic activities in the Steel and Industrial Segments are closely
linked to the developments of the global markets. Given the ongoing uncertainties in scope and length of this
development, the market environment may remain volatile and challenging. Therefore, the Group cannot give a
reliable estimate on potential future quantitative impacts. However, it is not expected that the COVID-19
pandemic will have a material negative impact on the ability of the Group to operate as a going concern. As
already disclosed in the Consolidated Financial Statements 2019, as part of assessing the ability to continue as a
going concern, RHI Magnesita conducted three scenario analyses (Scenario A, B and C) considering different
levels of revenue reduction, working capital implications and mitigation actions. In each scenario, sufficient
liquidity and headroom on the Group’s covenants were demonstrated. Based on the available information for the
first six months of 2020, our most recent full year forecast is midway between Scenarios A and B. The Group has
still no information available that Scenario C is likely to occur. The Group remains compliant with its financing
covenant and will have sufficient liquidity to meet obligations when they fall due for a period of at least 12
months after release of the Condensed Interim Financial Statements 2020. As of 30 June 2020, the Group
continues to benefit from a strong financial position, with low leverage and significant liquidity. As at 30 June
2020 the Group has liquid resources of €532.5 million comprising cash and cash equivalents, as well as since
January 2020 a committed and unutilised credit facility amounting to €600.0 million. Furthermore, no material
repayments of borrowings to financial institutions until 2023 have to be made. Therefore, it is very likely that
liquidity security is ensured for a period of at least 12 months after the date of release of the Condensed Interim
Financial Statements 2020.

ALTERNATIVE PERFORMANCE MEASURE (“APM”)
APMs used by the Group are reviewed below to provide a definition from each non‐IFRS APM to its IFRS
equivalent, and to explain the purpose and usefulness of each APM.
In general, APMs are presented externally to meet investors' requirements for further clarity and
transparency of the Group's underlying financial performance. The APMs are also used internally in the
management of our business performance, budgeting and forecasting.
APMs are non‐IFRS measures. As a result, APMs allow investors and other readers to review different kinds
of revenue, profits and costs and should not be used in isolation. Commentary within the Year-End Results,
including the Financial Review, as well as the Consolidated Financial Statements and the accompanying
notes, should be referred to in order to fully appreciate all the factors that affect our business. We strongly
encourage readers not to rely on any single financial measure, but to carefully review our reporting in its
entirety.
Adjusted pro-forma results at a constant currency
Adjusted and Adjusted results at constant currency The H1 2018 Adjusted results are, where appropriate,
adjusted to reflect the purchase price allocation ("PPA") related to the acquisition of Magnesita and other
adjustments. This measure provides an estimation of the historical financial performance of the current
Group structure. H1 2018 figures presented at constant currency represent H1 2018 reported figures
translated at average H1 2019 exchange rates.
EBITA
EBIT, as presented in Consolidated Statement of Profit and Loss, excluding amortisation and impairments.
EBITDA
EBIT, as presented in Consolidated Statement of Profit and Loss, excluding depreciation, amortisation and
impairments.
Adjusted EBITDA and EBITA
To provide further transparency and clarity to the ongoing, underlying financial performance of the Group,
adjusted EBITDA and EBITA are used. Both measures exclude other income and expenses as presented in
Consolidated Statement of Profit and Loss.
Adjusted earnings per share (“Adjusted EPS”)
Adjusted EPS is used to assess the Company's operational performance per ordinary share outstanding. It is
calculated using adjusted EBITA (as described above) and removes the impact of certain foreign exchange
effects, amortisation, one-off restructuring expenses and impairments, other non-cash financial income and
expenses, that are not directly related to operational performance. Effective tax rate for adjusted EPS is
calculated by applying the effective tax rate normalised for restructuring expenses and impairments.
Operating cash flow and free cash flow
Alternative measures for cash flow are presented to reflect net cash inflow from operating activities before
certain items. Free cash flow is considered relevant to reflect the cash performance of business operations
after meeting the usual obligations of financing and tax. It is therefore measured before all other remaining
cash flows, being those related to acquisitions and disposals, other equity-related and debt-related funding
movements, and foreign exchange impacts on financing and investing activities.

Working capital
Working capital and intensity provides a measure how efficient the Company is in managing operating cash
conversion cycles. Working capital is the sum of manageable working capital, composed of inventories, trade
receivables and trade payables and other receivables and payables. Working capital intensity is measured as a
percentage of last three months annualised revenue.
Net debt
We present an alternative measure to bring together the various funding sources that are included in the
Consolidated Balance Sheet and the accompanying notes. Net debt is a measure defined in the Group’s principal
financing arrangements and reflects the net indebtedness of the Group and includes all cash, cash equivalents
and marketable securities; and any debt or debt-like items.

.

