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EMEA

Economic Environment in 2018
After enjoying a period of strong economic growth, economic activity in
Europe slowed in the second half of 2018. Lingering concerns about the
impact of Brexit and the slow nature of the process, disruptions to car production due to changes in emission test norms, social unrest in various countries
and global trade policy uncertainty were the main causes of this. For the whole
of 2018, this resulted in GDP growth of 1.8% in the Euro Area, significantly
lower than last year’s 2.4%. Growth in Central and Eastern Europe remained
strong, but nonetheless decreased compared to 2017.

EMEA 2018
Combined sales by industry
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Following four years of sales growth, the car industry faced a downturn in
2018, mainly due to the introduction of a new testing procedure, WLTP, and
postponed or cancelled investments amid Brexit uncertainty. In contrast, the
construction markets posted healthy growth throughout the year, both in the
residential and non-residential markets in Western Europe and due to civil
infrastructure projects in Central Europe.
Bekaert has a presence in both the Western European and Central & Eastern
European markets. In Europe, we offer a quality portfolio of steel wire products
for sectors that are in search of innovative, high-end products and solutions.

Our Activity performance
Bekaert’s activities in EMEA achieved almost 5% sales growth in 2018, driven
by the aggregate effect of passed-on wire rod price increases and price mix
(+6.8%), a small organic volume decline (-0.9%) and the divestment effect of
the Solaronics business (-0.9%). Demand from the automotive and construction markets was strong throughout the year, while demand for industrial,
specialty, and stainless products softened in the second half of the year.
Underlying EBIT was € 114 million at a margin of 8.5%. The margin performance was lower due to higher than anticipated start-up costs in plants with
major expansion programs in Central Europe, and increased price pressure in
several markets, particularly those where we compete with integrated players.
Reported EBIT dropped to 5.5% as a result of the one-off impact of the closure of the Figline plant in Italy (€ -40 million), thereby reflecting the operational
losses incurred since the announcement of the closure, the impairment losses
of the site’s assets and the expenses accrued for the closure.
Capital expenditure (PP&E) amounted to € 67 million and included, amongst
other things, capacity expansions in Romania, Slovakia and Russia.
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Combined sales

€ 1 322 million

Capital expenditures (PP&E)

€ 67 million

Total assets

€ 973 million

Employees

7 895
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Getting prepared for Brexit
One of the first and tangible effects of an eventual Brexit will be the logistical
and administrative impact at the borders.
In 2018, we investigated the potential impact of a No Deal Brexit on our business and customer service relations. The scope of inbound and outbound
transport flows between the EU and UK is relatively limited for us (less than
4% of consolidated sales). Nevertheless, we have worked closely together with
customers and suppliers to determine and take various proactive measures
for contingencies, including consignment stocks, the timely application for
customs licenses and the certificate of Authorized Economic Operator, and
the consideration of alternative transport routes in case of long delays at the
currently most used border crossing points.

Drying business becomes part of Argynnis Group AB
Bekaert reached an agreement with Argynnis Group AB of Sweden regarding
the sale of all shares in Solaronics SA. The transaction covers the production
facility in Armentières (France) and an international sales & services network.
An in-depth analysis showed that the further growth potential of the drying
business of Bekaert Combustion Technologies would be best secured by
entrusting its future potential to an organization that combines the competences of two complementary industry players.

People management in Slovakia
Slovakia has witnessed significant economic growth over recent years, driven by
intensive investments by automotive companies in the west and central region of
the country. As a result, the unemployment rate in the Trnava/Nitra region (where
both Bekaert plants are located) has dropped below 2%.
Bekaert, too, invested in capacity expansions and in recruiting and training new
colleagues. The HR team focused intensively on finding the right people in an
extremely tight labor market, while not losing sight of retaining and further engaging our current workforce. Thanks to these efforts, Bekaert performed better than
many other companies in the region who struggled with people turnover rates of
more than 25%.
It has been very difficult, though, to fully benefit from our hiring and training
efforts, as the people turnover rates are still particularly high during the first year
of employment. In the summer of 2018, the HR team decided to take a new
approach to find more stable solutions.
Alongside local recruitment, Bekaert now works with specialized agencies to
hire from abroad. Over the last months, we have hired and trained more than 100
Serbian and more than 20 Ukrainian employees to complement our Slovak work
force and we are actively taking care of creating a cultural blend that benefits the
spirit in the plants. So far, the integration efforts have been successful and the
people retention rate has become more stable than before.
Our recruitment and engagement actions continue as they are critical in leveraging the benefits of our investments and training activities so we can achieve our
goals and continued growth ambitions.
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NORTH AMERICA

Economic Environment in 2018
The US economy grew about +3% in 2018, reflecting the positive impact of
tax reforms and continued strong demand. The unemployment rate fell to its
lowest level since 1969. New protectionist policies that have raised tariffs and
disrupted the established manufacturing supply chains started to progressively impact consumer prices and investment decisions during the course
of the year.
While the US car market showed little more than flat growth in 2018, domestic
tire production rebounded firmly. The replacement market for car tires, for
instance, increased by more than 3%. The massive damage to the power
infrastructure due to the many wildfires, hurricanes, and floods in the US in
2018, led to more activity and demand in energy related markets. Demand
from the agricultural markets, on the other hand, has been weak for the second consecutive year.

North America 2018
Combined sales by industry
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Our Activity performance
In 2018, Bekaert’s activities in North America achieved +12% sales growth.
The organic sales growth accounted for +16.4% and stemmed from improved
volumes (+5.7%) and passed-on higher wire rod prices and other price-mix
effects (+10.6%). The adverse currency impact for the year tempered to -4.4%
due to the appreciation of the US$ in the last quarter of 2018.
Automotive demand remained strong throughout the year. The industrial steel
wire and agricultural fencing markets were affected by increased price pressure and by the usual seasonal effects in the second half of the year.
Bekaert’s rubber reinforcement activities in the US recorded solid growth.
The margins were, however, affected by supply chain issues caused by the
continuous changes in trade policy, including quota restrictions and tariffs.
The rubber reinforcement activities in the US use imported wire rod because
the qualities needed to produce the related products are not available in the
country. After reaching the volume quota limit on imports from Brazil at the
end of July, the cost of imported wire rod increased by 50% as from August
onwards. This cost increase reflected the aggregate impact of import duties
and anti-dumping tariffs as well as wire rod price evolutions and additional
logistics costs related to the imports from other continents. Efforts were made
to pass on the steep wire rod price increases to our customers and to create
a more balanced offering of domestically produced and imported tire cord
from our manufacturing plants abroad.
In other steel wire markets, the average price of domestic wire rod increased
about 30% compared with last year. Passing on the full price impact to our
customers was not possible as we compete with import flows and integrated
players (downstream integrated steel mills) there. The margins were, moreover,
affected by continued weak demand in agricultural markets.
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Combined sales

€ 618 million

Capital expenditures (PP&E)

€ 18 million

Total assets

€ 367 million

Employees

1 411
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Both the underlying and reported EBIT amounted to € 25 million at a margin of
4%. Capital expenditure (PP&E) was € 18 million in North America.

Bekaert Shelbyville adds glued Dramix® fibers to the mix
In response to US policy encouraging federal agencies to buy American-made products, Bekaert has started producing glued Dramix® steel
fibers for concrete reinforcement in Shelbyville (Kentucky, US).

Customer quality improvement program kicks off in the US
The ABC Quality module of the Bekaert Manufacturing System (BMS)
program focuses on quality efforts and the role everybody can play in
ensuring and providing the highest level of quality and service to our customers. ABC (Always Committed, Best Quality, Customer Delight) wants
to achieve a breakthrough in quality performance, durable problem solving and elimination, and a true customer-centric mindset throughout our
operations worldwide.
The kick-off of ABC in the US took place in the Van Buren plant in Arkansas and was soon followed by an intensive session with the enthusiastic
team of the Orrville plant in Ohio. ABC requires the engagement and
commitment of all plant team members and is being deployed worldwide
with the help of experienced change agents, effective tools, and highly
interactive training sessions.
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LATIN AMERICA

Economic Environment in 2018
Latin America’s bumpy economic recovery has continued to deliver limited
growth in 2018, overall. Weaker global trade, an intensive election cycle across
the continent, tighter global financial conditions, the continued impact of widespread corruption cases on infrastructure spending, and volatile commodity
prices caused the recovery to flounder. Argentina’s economy deteriorated
significantly in August amid a renewed currency crisis and deepening recession. In Brazil, the economic sentiment continued its upward trend, but the
recovery is still fragile.
In Latin America, Bekaert manufactures an extensive product portfolio to
serve construction, mining, agriculture and a wide range of industrial and
consumer markets across the region. Bekaert has wholly owned and
majority owned subsidiaries in Ecuador, Colombia, Costa Rica, Venezuela, Peru,
and Chile, and runs joint ventures in Brazil in a 45/55 partnership with
ArcelorMittal.

Latin America 2018
Combined sales by industry
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Bekaert’s activities in Latin America go back to 1950. Today, they represent
almost 30% of combined sales.
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Our Activity performance

Other

In Latin America, consolidated sales were up +2.7% from last year.
Passed-on higher wire rod prices and other price-mix enhancements contributed
+14.3% to the organic revenue growth. An overall weak economic environment in
the region drove demand for our products down, resulting in an organic volume
loss of -1.8% for the year. Consolidated sales were adversely impacted by the
disposal effect (-6.1%) of the Sumaré integration within the JV partnership with
ArcelorMittal since 1 July 2017, and by adverse currency movements (-3.7%).
Excluding currency effects, royalties from Brazilian joint ventures, and one-time
elements, the underlying EBIT of our operations in Latin America slightly improved
compared with last year. Including all elements, underlying EBIT decreased. This
is mainly due to the lower positive net effect of one-time items in 2018 compared
with 2017. Last year’s records included the effect of the cancellation of the obligations under an onerous supply contract (€ +10 million) and the disposal effect
of Sumaré (€ +12 million). The one-time element in 2018 regarded a change in
a long-term benefit plan in Ecuador (€ +3.7 million). Royalties from the Brazilian
joint ventures were higher in 2018, compared with last year (€ +5.4 million), while
currency effects on underlying EBIT were € -1.9 million negative, year-on-year.
Including all elements, underlying EBIT decreased to € 43 million, reflecting a
margin of 6.2%. Reported EBIT was significantly lower than last year: in 2017
the gain on the sale of 55.5% of the shares in the Sumaré plant in Brazil was
included whereas in 2018 we incurred one-off expenses related to the closure of
the Dramix® plant in Costa Rica.

Combined sales

€ 1 474 million

Consolidated sales

€ 692 million

Capital expenditures
Total assets
Employees

(*)

(*)

€ 18 million

€ 477 million
6 595
(*) Consolidated entries

32

Annual Report Bekaert 2018

Bekaert invested almost € 18 million in property, plant and equipment across the
region, particularly in Chile.
Bekaert’s combined sales increase in Latin America (+5.7%) was from strong
organic growth (+15.7%), largely offset by the translation impact of currency movements (-9.9%) which was mainly driven by the depreciation of the Brazilian Real
compared with last year (-19.4% compared with the average rate of 2017).

Poised to seize opportunities in Perus
The largest corruption investigation in Latin America’s history — revolving partly
around bribes paid by the Brazilian construction giant Odebrecht to secure government contracts — has, over the past few years, spread across the region.
After Brazil, no other country has felt the stinging impact of the scandal more
than Peru. All major construction projects in the country have been put on hold
for years because several decision makers in the highest ranks of the country’s
political class have been implicated.
Prodac, Bekaert’s steel wire plant in Peru, has been working hard to offset the
negative impact of decreased volumes in construction markets. It is doing so,
not only by rightsizing its operations to the new reality, but also by developing
and implementing concrete lines of actions to grow positions in existing and
target markets. With the help of BCE (Bekaert Customer Excellence) knowledge
and tools, Prodac’s satellites Prodimin (mining markets) and Prodicom (wholesale activity) have each set out a distinct market approach to grow their business potential. A number of public infrastructure projects have been reactivated
recently in the country, and Prodac is seizing the opportunities that those create.
These include, among others, the construction works related to the preparations
for the Pan American Games in Lima in 2019, the construction of the new international airport in Lima, and the Pisco port expansion.

Metro project in Ecuador
In July 2019, the first metro line in Quito will be put into operation. Construction of the metro line began in January 2016 and was long delayed
due to archaeological remains found in the neighborhood of the historic
center, a UNESCO World Heritage Site. The line extends over a distance
of 22 kilometers and will connect Quitumbe (south Quito) with El Labrador
(north Quito).
Ideal Alambrec, Bekaert’s entity in Ecuador, supplied Dramix® steel fibers
for concrete reinforcement in cooperation with Bekaert-Maccaferri Underground Solutions, and provided technical sales support to the contractors.

Annual Report Bekaert 2018

ASIA PACIFIC

Economic Environment in 2018
China’s economy grew at the slowest rate since 1990, coming in at 6.6%.
Trade tensions with the US weighed on export opportunities and industrial
output growth. The tire market in China grew about 2% in 2018 but tailed off
towards the end of the year.
India confirmed its strong growth potential with an estimated GDP growth of
7.3%, compared to 6.7% in 2017, nearly closing the gap on the UK to become
the world’s fifth-biggest economy.

Asia Pacific 2018
Combined sales by industry
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Indonesia’s economy, the largest in Southeast Asia, continued to grow at a
stable rate by reaching an estimated 5%. Investments in Indonesia, however,
slowed down somewhat during the course of the year.
Bekaert is present in Asia with manufacturing sites and development centers
in China, India, Indonesia, Malaysia and Japan. Bekaert will start a greenfield
investment in Quang Ngai Province in the central coastal area of Vietnam. The
construction works will start during the course of the second quarter of 2019.
The plant will produce rubber reinforcement products and serve customers
worldwide.
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Our Activity performance
Bekaert delivered +7.7% organic sales growth in Asia Pacific, driven by good
volume growth (+5.7%) and the positive aggregate effect of passed-on wire
rod price increases and price-mix (+2%). The robust growth of rubber reinforcement activities across the region was partly offset by weaker volumes in
other sectors, among which the sawing wire activities in China and the steel
wire activities in Malaysia. Adverse currency effects (-3.1%) drove top line
growth down to +4.6%.
Underlying EBIT decreased to € 86 million at a margin of 7.2%. The margin
decrease was the result of loss-making sawing wire activities (€ -9 million
compared with € +21 million last year), the weak performance of our activities in Malaysia, and high start-up costs related to the expansion program in
India. The rubber reinforcement business progressively improved the margin
performance in the second half of the year, particularly in China and in India.
This trend is visible in the segment’s underlying EBIT for the second half.
Reported EBIT dropped to € 54 million due to the impairment of tangible and
intangible assets related to sawing wire in China and the restructuring costs
in Ipoh (Malaysia), which were partly offset by gains from the sale of land and
buildings following the closures of the plants in Huizhou (China) and Shah
Alam (Malaysia).
In anticipation of continued growth perspectives, Bekaert invested € 85 million
in PP&E in the region in 2018, including expansion investments in China, India
and Indonesia.

Other

Combined sales

€ 1 197 million

Capital expenditures (PP&E)

€ 85 million

Total assets

€ 1 175 million

Employees

10 912
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The 2018 edition of the Global Tire Tech Forum organized by the China
Tire Industry Association (CRIA) was held in Hefei City, Anhui Province.
More than 260 international and Chinese representatives from all players
in the tire supply chain participated in the event.

Bekaert was invited to give a key note speech on super tensile/ultra tensile steel cord developments supporting the reduction of tire weight and
rolling resistance. The event was a perfect opportunity to meet up with
industry peers and customers interested in value creating solutions for
the tire industry.

Bert De Graeve meets Chinese Premier Li Keqiang in Brussels
In October 2018, Bert De Graeve, Chairman of Bekaert, and a select group of
business and political leaders met Chinese Premier Li Keqiang during the Asia-Europe meeting in Brussels (Belgium).

Gearing up for growth in India
India has become the world’s fourth largest automobile market and continues to
grow at a fast pace: the Indian tire industry expanded by 6% compared with 2017,
mainly driven by increased radialization (up 10% in commercial vehicle markets).
As the only domestic steel cord producer in the country, Bekaert anticipated the
current and future growth and therefore invested significantly in the course of
2017-2018.
We invested in both half-product capacity (previously sourced from Bekaert
China) and end-product capacity to accommodate the increasing demand
from tire customers in the country. Having a fully integrated production process
enhances business continuity in times of trade uncertainties between countries.
It also puts us in a position to offer speed and flexibility in supporting the evolving
needs of the customers.
Our team in India had to deal with new challenges such as consistent quality and
supply reliability of local wire rod because the Indian steel mills were not used to
producing the grades or volumes needed. It took some time to ensure stability in
the supply process. The team is currently working very closely with the suppliers
to co-create a supply excellence model that will benefit the entire supply chain.
We are growing in other sectors as well, with more Dramix® capacity to serve local
and export construction markets, and newly added products to the portfolio to
serve the agricultural markets in India.

Steel Cord
3+9+15x0.22+1

Dramix® 3D
Fibre

Fixed Knot
Fence

Clutch Spring
Wire

Thin
Fibres
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BRIDON-BEKAERT
ROPES GROUP
Economic Environment in 2018
2018 saw continued challenging market dynamics in BBRG’s core ropes
sectors. While the oil price showed signs of recovery in 2018, the main oil
extraction companies remained in balance sheet repair mode, which impacted
both the volume and margin opportunity. Mining markets showed an upward
trajectory, though still limited, with a small number of greenfield and brownfield
developments. Industrial markets saw low single-digit growth in an increasingly challenging competitive environment.
The advanced cords business, serving various sectors including the automotive, construction, and equipment markets, continued to benefit from solid
demand and market positions.

Bridon-Bekaert Ropes Group 2018
Bridon-Bekaert
Group 2018
Combined
sales byRopes
industry

Combined sales by industry
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Our Activity performance
Bridon-Bekaert Ropes Group (BBRG) achieved 5.5% organic sales growth,
part of which was compensated by the impact of adverse currency movements (-3.7%) on the topline. Organic growth accelerated in the second half
of 2018 (+8.4%) compared with the limited growth in the first half of the year
(+2.7%) and was mainly driven by a positive price-mix evolution.
Underlying EBIT was € -6.9 million for the year due to significant one-time
adjustments without cash impact (including pension plan adjustments and
obsolete stock write-offs) totaling € -13.7 million. Excluding these adjustments,
underlying EBIT would have reached € 6.8 million (€ +1.8 million in the first half
of 2018 and € +5 million in the second half).
Reported EBIT was € -20 million and included the impacts of one-off elements
related to the restructuring in Brazil (€ -7 million) and other measures to turn
around the business (€ -6 million).
In 2018, BBRG invested € 19 million in PP&E, about half of which in support
of growing the advanced cords facilities in Belgium and China, and the other
half in the ropes manufacturing sites worldwide.
Brett Simpson, Chief Executive Officer of Bridon-Bekaert Ropes Group, joined
the company in September 2018 to take over the helm and lead the business
forward. Brett Simpson, Australian, has significant business experience and
expertise in leading and improving international businesses.
In October 2018 Bekaert completed the refinancing of the outstanding debt
incurred by Bridon-Bekaert Ropes Group (BBRG) and the transaction related
to the acquisition of the 33% equity share previously held by Ontario Teachers’
in BBRG. Taking full control of BBRG will allow the business to accelerate the
turnaround efforts and achieve its full potential.
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Combined sales

€ 463 million

Capital expenditures (PP&E)

€ 19 million

Total assets

€ 561 million

Employees

2 593
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Bridon-Bekaert and Applied Fiber bring terminated synthetic rope solutions to market
Bridon-Bekaert Ropes Group (BBRG) and Applied Fiber have agreed in 2018 to combine their expertise to develop and
bring to market advanced solutions that improve efficiency and safety in heavy industrial operations. Applied Fiber is a
global leader for terminated synthetic fiber tension systems. By providing terminated fiber rope solutions for high impact
and performance-driven applications, BBRG complements its existing steel, synthetic and hybrid rope solutions.

BBRG launches A-Cords at World Elevator Expo in Shanghai (China)
BBRG successfully introduced its premium brand A-Cords during the World Elevator Expo in Shanghai (China). To show
the effectiveness of its products, all showcases were suspended with Flexisteel® cords. The exhibit illustrated BBRG range
of expertise, going from traditional elevator ropes, over high tensile steel wire Flexisteel® for roomless elevators, to fine
cords for belts. A virtual 360° tour brought the customers into the heart of our manufacturing and technology facilities.
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In line with the organizational changes implemented on 1 March 2019, Bekaert’s segment reporting will be changed in
2019. The new segmentation will drive transparency into the business dynamics of each reporting unit and replace the
previous geographic segmentation, to which Bridon-Bekaert Ropes Group had been added as a separate reporting
segment. The Group’s business units (BU) are characterized by BU-specific product and market profiles, industry trends,
cost drivers, and technology needs tailored to specific industry requirements.
The new reporting segments will be:
- Rubber Reinforcement
This Business Unit serves industries that use tire cord, bead wire, hose reinforcement wire and conveyor belt reinforcement.
- Steel Wire Solutions
This Business Unit serves industrial, agricultural, consumer and construction markets with a broad range of steel wire
products and solutions.
- Specialty Businesses
This Business Unit includes building products, fiber technologies, combustion technology and sawing wire.
- Bridon-Bekaert Ropes Group (BBRG)
BBRG includes the ropes and advanced cords businesses.
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