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Every company’s business activities are exposed to a large number of opportunities 
and risks. Our risk management has two main objectives: to tap into value 
enhancement potential by seizing opportunities as they arise and to identify risks at 
an early stage and implement effective measures to mitigate them. 

The already weak automotive market in 2019 was at the brink of recovery in early 2020 when the 
COVID-19 crisis started to tighten its grip toward the end of the first quarter. This crisis led to an 
extraordinary strong reduction in steel demand as businesses across the value chain reacted to 
substantially lower market demand and in addition further reduced their inventories to adjust. The 
sharp decrease in the automotive segment was accompanied by a substantially weakening me-
chanical engineering market and a very low oil and gas market due to depressed demand and 
limited investments. Unfortunately, these core end markets of Swiss Steel Group are only gradually 
recovering from those lows and market experts do not expect them to return to pre-crisis levels for 
several years.  

Swiss Steel Group reacted to those market distortions with a further tightened restructuring pro-
gram aiming at reducing costs and securing additional operating liquidity. In addition, public funding 
via the COVID-19 stimulus programs in various regions and further funding from our shareholders 
was secured. This allowed the group to mitigate the impact from the COVID-19 crisis and has put 
it in a good position to profit from the expected recovery of end markets. 

Aside from this, the crisis in the steel industry harbors not only risks, but also good opportunities. 

Swiss Steel Group’s opportunity management and main risks are described below. Further infor-
mation on opportunity management can be found in the “Outlook” section of the annual report. The 
“Corporate Governance” section also includes details on how risk management is incorporated into 
the Group’s strategic planning and day-to-day decision-making. 
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Refer also to pages 24, 70 
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Opportunity management 

From its starting point as a collection of complementary companies, the Group has become in-
creasingly cohesive in recent years. One of the keys to future market success is shaping current 
trends such as electro mobility, 3D printing/powder metallurgy and Industry 4.0 with innovations. 
This process is managed and supported by the Board of Directors, the Executive Board and Cor-
porate Business Development. We collect and analyze information about the market, production, 
and research and development (R&D), both at Business Unit level and centrally from a Corporate 
Center perspective. This is based on the close, centrally managed cooperation of all R&D depart-
ments in Group projects, development cooperation with customers and external research institutes.  

This allows well-informed strategic decisions to be made at Group level and then implemented in 
cooperation with the Business Unit Heads. Our approach allows us to derive opportunities for our 
Company from the risks inherent in all business activities. 

Value enhancement potential 
The current COVID-19 crisis is substantially impacting short- to medium-term demand. Neverthe-
less, long-term (and subject to COVID-19 developments) we expect global strategic growth driven 
by factors such as scarce resources, growing industrialization in developing countries, increasing 
urbanization and electro mobility. Swiss Steel Group anticipates numerous strategic and operational 
opportunities for these fields, for which we already offer appropriate products. The efficient use of 
resources and lightweight construction will also move up on corporate agendas, as well as the 
optimization of value chains, for which increasingly sophisticated materials will be required. The 
process of adapting and optimizing our product characteristics is an ongoing one as customers 
demand lighter and more stress-resilient products.  

Over the last few years, Swiss Steel Group has evolved from a medium-sized company into an 
international leader in the special long steel segment. The Group’s future economic success is 
founded on its ability to identify opportunities in market and technological trends and develop op-
erational strategies based on these. This involves three strategic moves:  

– Long-term systematic market observation and analysis, 
– Consistent application-based alignment of our product development activities,  
– Refinement of the industrial production basis and employee development. 

As a unique, full-range supplier with a broad portfolio of high-value products, we consider ourselves 
well positioned to serve technically demanding segments in growth markets. Our business model 
is aligned to the constantly evolving demands of steel products and preparing for future perfor-
mance levels through investments. With such an application-driven strategy, we detect trends, de-
velopments and innovations as they emerge, offering customized solutions in response. We track 
these through long-term, systematic analysis of developments in our customer industries. Working 
in close collaboration with technical areas – ranging from technical customer service advisory 
through to R&D, quality management, production, maintenance and IT – we constantly optimize 
production processes and the product portfolio, and adapt them to future challenges. 
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Swiss Steel Group has installed a series of industry-leading system applications based on big data 
and is preparing for their multiplication at additional locations. These systems range from deploy-
ment optimization through to materials tracking, mobile systems, training support and product char-
acteristic forecasts. One example of this type of application is the PQA (product quality analysis) 
quality decision-making system. Swiss Steel AG is one of the first long steel manufacturers in the 
world to use predictive quality in all areas at the Emmenbrücke production plant. It is now possible 
to not only make quality decisions at level of single value-adding step but also across all processes. 
This is a clear step toward total transparency throughout the production process. 

We regularly review our interfaces and make targeted investments to realize know-how-based per-
formance and cost advantages aimed at optimizing value chains together with our customers and 
suppliers.  

Product excellence and innovation organization 
The core competence of our ambitious technical development organization lies in the three critical 
areas of “product innovation”, “process innovation”, and “technical services”. Research and Devel-
opment (R&D) operations in general and intense cross-border collaboration among technical staff 
are the cornerstones of our diverse product range offerings, our product quality leadership and our 
close customer partnerships. 

Several R&D centers and innovation teams across Swiss Steel Group in Europe and North America 
are actively engaged with development projects on the best innovative ideas for new products and 
processes to serve the most complex needs of our highly demanding end-use markets across the 
world. The ever-increasing and continuously evolving efforts to maintain product excellence and to 
surpass market expectations have resulted in new products delivered consistently making up one 
quarter of our Company’s total shipped tons since 2019. 

Behind Swiss Steel Group’s strong brands are the technicians, engineers and scientists who bring 
to bear their deep understanding of the trends, needs, and challenges in the long special steel 
segment, and make the new products and processes a reality thanks to their close contacts with 
our international customers. Innovation in our Group happens at all levels of the special long steel 
value chain, starting with material development, input and process elaboration, from melting & re-
fining, continuous cast blooms, cast steel ingots, through rolled or forged bars, bright steel and 
drawn wire to complex parts such as hydraulic blocks, ready-to-install rolls or mandrel bars. 

While the R&D activities in our various geographical locations bring about a high level of flexibility 
and relevance to the needs of the surrounding markets, Corporate Technical Development leads a 
highly effective centralized innovation coordination system for the entire Group. Given the many 
similarities that exist among the production processes of our Business Units, despite their diverse 
product portfolio, such coordination ensures efficient know-how transfer and technological collab-
oration among our innovation teams worldwide. Corporate Technical Development is also the 
guardian of our Intellectual Property by setting the guidelines to assess, gain and maintain the re-
quired protection of our technological breakthroughs and solutions. 
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The recently launched “innovation landscape” of Swiss Steel Group sets the vision for the future of 
our R&D activities, and defines the necessary roadmap to innovate together with our customers, 
addressing their needs for increased sophistication and narrowly defined precision levels. About half 
of our R&D workforce are also active in cross-country working groups in nine major development 
fields to contribute to the Group’s successful growth initiatives. We hold several multi-day work-
shops during the year where we discuss and examine challenges, experiences and know-how in 
the strategic research projects, and come up with solutions through technical discussion among 
the experts within the working group. 

Our production plants also ensure compliance with the latest standards such as the ISO 9001 
quality standard for all production plants worldwide, ISO 14001 for environmental management 
systems as well as ISO 50001 for energy management systems for production plants in Germany, 
France and Switzerland. 

Finally, Swiss Steel Group’s technical development organization is the engine of recruitment, devel-
opment and transfer of our technical staff by inspiring new talents to tackle promising projects and 
to build their career in the fascinating field of the special steel business. Some of the challenges in 
the near future include the use of artificial intelligence in product and process design as well as 
predictive tools in quality assurance, steel production and processing. 

IT and digital innovation 
Rapidly advancing digitalization is playing a major role in enhancing the efficiency and quality of 
processes. Swiss Steel Group exploits opportunities to enhance efficiency by means of IT and digital 
transformation. IT and digital innovation can make a decisive contribution to sustainable improve-
ment, particularly in the context of restructuring, and will be of particular importance in the next few 
years. 

To exploit further opportunities, we are investing in the ONE GROUP DIGITAL projects, by means 
of which we aim to extend successful pilot projects across the entire Group, while standardizing the 
speed and main focuses of digital transformation, for example digital customer experience (DXP). 

Future digitalization projects, an IT landscape upgrade and harmonization of the system landscape, 
which are aimed at increasing efficiency and lowering costs as a basis for Industry 4.0, are under way 
in all Business Units and in the Corporate Center. The same applies to our strategic focus to implement 
SAP S/4HANA as the next generation business suite for the digital age in the coming years. 
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Focusing on our customers and on the services we deliver is our key success factor in the special 
long steel business. Therefore, creating added value for our customers is at the center of everything 
we do. The international rollout of the new cloud-based CRM system was continued in 2020. This 
system opens up new ways of engaging in dialog and collaborating with our customers. We also drove 
forward the use of business intelligence applications to analyze data from a large number of upstream 
systems and extract information of Group-wide relevance and importance in decision-making.  

Some of our Business Units have continued to launch forward-looking digital projects. For example, 
an in-depth analysis of quality and process data was carried out to reduce quality costs with the 
help of big data analyses and using the latest statistical algorithms. To increase efficiency when 
carrying out maintenance work, newly developed apps were used on mobile devices that in turn 
communicate with the base systems. GPS location trackers were introduced in the logistics area 
for selected semi-finished products. This allows automated location information to be used for load-
ing and unloading goods and reduces administrative costs. 
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Risk situation and key risk factors 

The aim of our risk management is to identify risks at an early stage and take appropriate measures. 
The key areas of risk with a significant impact on our business and our financial position and results 
of operations from a current perspective include the international political and regulatory environ-
ment, the COVID-19 crisis, the economic conditions prevailing in the steel industry and the post 
COVID-19 development of the world economy. Risks to global economic growth from escalating 
international trade conflicts and policy interventions have increased. 

A comprehensive description of financial risks can be found in notes 16 (Income taxes), 20 (Impair-
ment test), 26 (Pensions), 28 (Provisions for restructuring), and 32 (Financial instruments) of the 
consolidated financial statements. 

Additional material risk areas from our point of view are described below: 

Risks relating to overall economic development 
Business activities of Swiss Steel Group are strongly influenced by macroeconomic developments. 
Overall global economic performance and, in particular, deviations in expected developments can 
thus either have a negative or positive impact on the net assets, financial position and results of 
operations of the Group. Macroeconomic risks are generally beyond our control despite all risk 
control measures. 

Risks in sales markets 
Being at the beginning of the value chain, we are heavily dependent on demand in our customers’ 
end markets. This applies especially in the following industries: automotive, mechanical and plant 
engineering, energy, construction, plastics, foods and beverages, mining, chemicals and aviation. 

These industries are largely cyclical and the slump of the global economy since the COVID-19 out-
break in early 2020 is adversely affecting most of them, especially our main end-use segments. The 
automotive industry was among the strongest hit by the COVID-19 outbreak in 2020 and only a 
partial recovery is expected in 2021. Mechanical engineering also reported a sharp fall in order 
intake in 2020. Recovery is expected to be somewhat lagged behind other areas of manufacturing 
as it will take a while before customers raise operating rates and require additional machinery.  

With Germany being our first regional sales market, we are exposed to the economic situation of 
the country. The pandemic slashed Germany’s GDP and industrial production severely in 2020. 
Recovery to 2019 levels is not expected in the very short term. 
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In addition, we are not only dependent on our customers’ production quantities, but also on 
changes in product characteristics and the development of new products, such as new car models 
in the automotive industry, which require the development and manufacture of new tools. Also, 
inventory effects are especially pronounced among long steel producers. As seen in 2020, extensive 
inventory reduction during periods of economic weakness reduces demand for our products yet 
further, which can have a significant impact on business performance, financial position and results 
of operations. 

The COVID-19 outbreak across the globe caused an enormous fall in demand in a number of sales 
markets and had a negative impact on our operating and financial results. A series of measures, 
such as the temporary closure of our facilities and the implementation of short-time working sched-
ules, were used by Swiss Steel Group to mitigate, to the extent possible, the highly negative impact 
of market risks. Despite the highly negative market impact in 2020, we are continuing to pursue the 
goal of a flexible organization and a more diversified customer base to better respond to short- and 
long-term changes in demand. These efforts include focusing on niche products and supply chain 
optimization. 

Compliance risks 
Non-compliance in the form of breaches of antitrust, anti-corruption, data protection and foreign 
trade laws may have negative implications – incurring both financial and reputational damage. We 
counter these risks using our Compliance Management System, described in the “Business con-
duct” section. Isolated breaches cannot be fully ruled out. While Swiss Steel Group reached a set-
tlement in 2019 in the anti-trust proceedings with the Federal Cartel Office pertaining to this office's 
allegations of anti-trust activities (for the period prior to 2015), customers may still file claims for 
damages after the settlement. Following the settlement decision, we agreed with several customers 
on a waiver of the statute of limitation for potential claims. However, to the best of our knowledge, 
no such matters have been filed so far. 

Details can be found in note 10 (Other operating income and expenses) to the consolidated financial 
statements. Nevertheless, customers may still file claims for damages after the settlement.  

Legal and regulatory risks  
The Group’s business activities depend strongly on the legal and regulatory environment, both na-
tionally and internationally. Changes in submarkets may therefore be associated with risks, leading 
to higher costs or other disadvantages. We monitor international, national and European legislative 
processes through industrial associations and use consultation procedures to draw attention to 
potential competitive imbalances. 

The fourth EU emissions trading period (2021–2030) is expected to result in substantial costs for 
electricity and gas suppliers, which will be reflected in price increases for consumers. As an energy-
intensive industrial and trading group, Swiss Steels Group’s results of operations may be at risk if 
these costs cannot be completely passed on to customers. Swiss Steel Group actively follows the 
ongoing debate about emissions trading through industry associations such as the International 
Stainless Steel Forum (ISSF) and World Steel Association (WSA).  
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Production at all our locations is subject to a broad range of laws and regulations with regard to 
emissions, waste water treatment and discharge, use and handling of hazardous and toxic materi-
als, waste disposal processes, removal of environmental pollution and other aspects of environ-
mental protection. Companies that breach these regulations must expect substantial fines, penal-
ties or restrictions in their business activities. 

Risk of falling short of internal performance improvement targets 
Swiss Steel Group has launched a comprehensive 5-year transformation program designed to im-
prove our operating results. The program incorporates all our integration and restructuring efforts 
launched in 2020 and previously as well as our operational excellence program (OEP). The program 
was extended in the course of the first half of 2020 by measures designed to counter the COVID-19 
shortfall. If the measures are not implemented to the extent planned, or if the effectiveness of the 
measures is below target (due, among other things, to lower production volumes), there is a risk 
that it will not be possible to achieve the planned results. 

We counter this risk through an integrated team of specialists from Corporate Center and the Busi-
ness Units. Their tasks have top priority and are closely monitored by the Executive Board and 
Business Unit Management. The tasks require close dialog with all operations and functions to draft, 
validate and implement approaches for improvement. 

Risks arising from the competitive environment 
Swiss Steel Group operates in an environment of ever-increasing competition, e.g. from Eastern 
Europe, India and China. The competition is based on various factors, including service, know-how, 
availability, price, performance and quality of products. There is a risk that our competitors, most of 
whom are firmly established in the market and have significantly greater financial resources than we 
do, may be able to invest in production technologies and develop products that are less expensive 
and in higher demand than our technologies and products. Some competitors are also increasing 
their inventories in order to offer shorter lead times to customers’ demand. This could have a fun-
damental negative impact on our ability to maintain or improve our market share while maintaining 
our profitability. The combination of this intense competition with excessive production capacities 
for some steel products at times exerted downward pressure on prices for our products. These 
risks adversely affected our business in 2020, as lower demand from our end customers after the 
first COVID-19 lockdown resulted in intense pricing competition between producers to secure pro-
duction volumes.  

But despite the challenging competitive situation in 2020, Swiss Steel Group is a leading producer in 
the special long steel market. According to the latest available SMR data, in 2019 we were the world’s 
third-largest producer of tool steel, the world’s fourth-largest producer of stainless long steel and 
Europe’s second-largest producer of quality & engineering steel long products, as measured by vol-
ume in each case. This positioning is one of the success factors of our competitiveness in the market.  
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Swiss Steel Group is active throughout the entire special long steel value chain, from production 
and processing to distribution and trade. The vertically integrated business model together with a 
global presence permits the generation of synergies and achievement of significant economies of 
scale. We benefit from our global sales network with more than 70 sales locations in over 30 coun-
tries. All these factors support our strong market position and enable us to harness long-term 
growth opportunities. 

Risk arising from information technology 
Information technology is gaining more and more importance across all areas of business in ensur-
ing the professional operation of business processes within the Group and with customers, suppli-
ers and business partners. Risks in this respect relate to IT security, such as unauthorized access 
to sensitive electronic corporate data, and to operational risks, such as availability, organization, 
performance and software licenses. We counter risks by performing regular reviews and making 
adjustments in the information technologies we use. In doing so, we continuously develop and 
expand our existing IT applications and IT infrastructure with the aim of minimizing the risks identified 
at an economically viable cost. 

Risks in procurement markets 
Some key areas of demand are shaped by oligopolistic market structures. For energy, graphite 
electrodes, refractory materials and special ferroalloys in particular, there is only a limited number of 
suppliers. The availability of commodities from third-party suppliers can be influenced by factors 
beyond our control, including interruption in the supply chain, allocation of commodities by suppliers 
to other customers, price fluctuations, export restrictions and transportation costs. Due to these 
factors, suppliers may get into financial difficulties and not be able to deliver the materials on time 
or their products could be subject to quality deficiencies. 

For securing the supply of commodities and energy in the required quantity and quality, we have 
for a number of years pursued a diversified procurement strategy designed to counter the risks of 
the recent past (e.g. closure of mines, capacity adjustments, uncertainties related to “energy tran-
sition”). Long-term supplier relationships and expansion of the supplier portfolio are the core ele-
ments we use to counter the continued volatility on the commodity and energy markets. Price fluc-
tuations in commodities are offset by a surcharge system for scrap and alloy metals via which we 
can directly charge most of this volatility to our customers. Due to the outbreak of COVID-19 steel 
production was comparatively low in 2020, and potential bottlenecks on the commodities markets 
or logistics chains resulting from the pandemic situation did not affect our operations negatively. 
Rather, it was possible to manage the adjustment in stocks and delivery quantities. Given the 
strained economic situation of the steel industry in general and Swiss Steel Group in particular since 
2019, there were further reductions in commercial credit lines and it was not possible to maintain 
normal payment conditions with a considerable number of key suppliers. Corresponding cash re-
quirements were limited to some extent by reduced demand volumes and there was no shortfall of 
any relevant supply. This problem is expected to decrease step by step over the course of 2021 
following the successful strengthening of the equity base. 
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Failure risks of production plants 
Our production plant operations may be interrupted by human error, equipment failures, fire, natural 
disasters, work stoppages, power outages, IT failures or other reasons / inherent production pro-
cess risks. To minimize the risk of failure of critical plants, targeted investments are made in technical 
optimization, e.g. implementing the latest sensor technology, advanced monitoring and analysis 
systems, or installing new replacement units. This is complemented by regular preventive mainte-
nance, risk-oriented storage of spare parts, and corresponding training for our employees. 

Nevertheless, in time of unexpected production capacity underutilization (as seen during the 
COVID-19 lockdown), we may seek to delay part of our capital expenditures for routine mainte-
nance and may be able to do so for a certain period of time without significant implications for our 
equipment or our operational efficiency. However, we also take a long-term outlook in order to 
maintain competitive position and advantages. 

Environmental risks 
Although all our production processes at our sites in Germany, France, Italy, Canada, Switzerland 
and the USA comply with strict local environmental regulations, there are nevertheless environmen-
tal risks associated with the production processes of the steel industry. We are subject to increas-
ingly stringent environmental laws and regulations within each of the jurisdictions in which we oper-
ate. Some of our manufacturing facilities are located on properties with a long history of industrial 
use, whether by us or previous occupiers. This has led us to adopt responsibility for protecting the 
environment and climate as an important corporate goal for Swiss Steel Group. Efficient use of 
resources and energy, promoting recyclable products, minimizing the environmental impact of our 
activities, and engaging in open dialog with neighbors, authorities and other interest groups are the 
principles that underpin our environmental management and behavior. It should also be noted that 
Swiss Steel Group only uses scrap-based steel production, in which special long steel is produced 
in an electric arc furnace by recycling scrap steel. Compared to the blast furnace/basic oxygen 
converter process route, production in the electric arc furnace is more environmentally friendly. 

Personnel risks 
Swiss Steel Group‘s success hinges on the expertise and commitment of its employees. One major 
challenge is therefore to recruit and retain executive management and other key personnel. Our 
senior management team has extensive experience within the steel industry. We may not be able 
to retain the members of the current management team and other key employees or to attract 
qualified and experienced personnel to fill vacant positions within a short period of time. Our busi-
ness and future development depends on our ability to retain individual persons in key positions, 
particularly at the level of the Executive Committee. Failure to do this could have a major adverse 
impact on our business, financial condition and results. 

Swiss Steel Group relies, among other things, on internal training and further education and 
increasingly on the internal succession planning process, which is supported by management 
development. Modern working conditions and a positive corporate culture are other key points 
in this respect. Demographic developments and the later statutory retirement age in many 
countries are other considerable challenges: both result in the growing importance of having a 
personnel policy that is aligned to these trends. Besides the analysis of age structures, work-
place conditions are an example of another area that needs to be examined.  
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This process examines individual stressors in the workplace so that measures can be determined 
to create ergonomically compliant workplaces, for example, or to ensure and increase employee 
motivation. At the same time, systematic transfer of know-how from “old” to “young” is essential. 

All this must be based on a strong foundation of industrial safety and health protection that, for the 
time being, puts a strong emphasis on preventive measures to confine the COVID-19 pandemic in 
order to ensure business continuity as much as possible. 




