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Demand remains intact in the second quarter of 2022

Solid performance and an increasingly challenging
environment

e Group sales rise to EUR 4.7 billion (+18.9%)

e EBITDA of EUR 547 million (-33.0%) above own guidance

¢ Netincome totals EUR 199 million (-=55.7%)

e Free operating cash flow (FOCF) falls to EUR —462 million

e Full-year guidance 2022 adjusted

¢ Continued focus on the circular economy and climate neutrality

Covestro continued its successful start to the current fiscal year in the second
quarter of 2022. The Group’s sales increased by 18.9 percent compared with
the prior-year quarter to EUR 4.7 billion (previous year: EUR 4.0 billion), in
particular on the back of higher average selling prices. EBITDA fell in the second
quarter by 33.0 percent to EUR 547 million (previous year: EUR 817 million).
This was mainly due to significantly higher raw material and energy prices,
which were partially offset by a higher selling price level, and to lower volumes
sold. The free operating cash flow (FOCF) fell to EUR —462 million (previous
year: EUR 374 million). That is mainly attributable to an increase in funds tied up
in working capital, especially due to the payment of short-term variable
compensation for fiscal 2021, and to lower EBITDA. Net income in the second
quarter of 2022 fell by 55.7 percent compared to the very strong prior-year
quarter and was EUR 199 million (previous year: EUR 449 million).

“We can look back at what was overall a solid second quarter, and we even
slightly surpassed our EBITDA forecast. Nevertheless, we are looking ahead to
an increasingly challenging second half of the year. The current geopolitical
situation shows us all too clearly that there is no alternative to the transformation
toward a sustainable, fossil-free industry landscape,” said Dr. Markus
Steilemann, CEO of Covestro. “With our vision of becoming fully circular and our
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ambitious climate targets, we are underscoring our position as a forerunner on
the path toward a climate-neutral future.”

Full-year guidance 2022 adjusted

The Russian war against Ukraine has fundamentally changed the geopolitical
situation and caused extensive consequences for the global economy. The
Group therefore expects continued impacts on global supply chains, very high
energy price levels, high inflation and weaker growth in the global economy.

As a consequence of a recent significant further increase in energy costs and a
further weakening global economy, Covestro adjusted its outlook for the current
fiscal year on July 29, 2022. The Group anticipates that EBITDA will be between
EUR 1.7 billion and EUR 2.2 billion (previously: between EUR 2.0 billion and
EUR 2.5 billion) and ROCE above WACC between minus two and two
percentage points (previously: between one and five percentage points). The
FOCEF is now expected to be between EUR 0 million and EUR 500 million
(previously: EUR 400 million and EUR 900 million). Covestro expects
greenhouse gas emissions to fall to between 5.3 million and 5.8 million metric
tons (previously: between 5.5 million and 6.0 million metric tons). The Group
anticipates EBITDA for the third quarter of 2022 will be EUR 300 million to

EUR 400 million.

“In the second quarter we benefited from a faster than expected recovery after
the lockdowns in China and an intact demand for our products,” said

Dr. Thomas Toepfer, CFO of Covestro. “In this second half of the year, the
macroeconomic risks have once again increased significantly, particularly with
regard to the very high energy costs and uncertainties in gas supply at our
German sites."

The company’s German sites account for around a quarter of global production
capacity. Covestro is initiating various measures to reduce its gas requirements
in Germany in the short term, such as by switching to oil-based steam
generators. In addition, the company is continuously working to improve existing
production technologies and roll out new ones in order to further reduce gas and
energy consumption. If gas supplies are rationed in the further course of the
year, this could result in partial load operation or a complete shutdown of
individual Covestro production facilities, depending on the level of the cutback.
Due to the close links between the chemical industry and downstream sectors, a
further deterioration of the situation is likely to result in the collapse of entire
supply and production chains.
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Continued focus on the circular economy and climate neutrality

Covestro has implemented further measures to drive its vision of becoming fully
circular and achieving climate neutrality by 2035. In May 2022, for example, the
company launched “CQ” — “Circular Intelligence”, a new concept that makes
circular solutions in the product portfolio even more visible to customers. That
means Covestro will in the future highlight the alternative raw material base for
its products if it is at least 25 percent. One of the first “CQ” products is
Desmodur®CQ. Polyurethanes based on Desmodur®CQ are used in
upholstered furniture, mattresses or thermal insulation, among other things.

In June 2022, Covestro also opened a new \Wind Technology Center in
Leverkusen, where the company is conducting research into material solutions
for sustainable energy generation from wind power. The focus is on faster and
more cost-effective production of rotor blades and optimization of their blade
properties. In this way, the service life and thus also the energy yield can be
increased in order to drive the expansion of alternative energies.

Both segments post sales growth

Sales in the Performance Materials segment in the second quarter of 2022 rose
by 25.8 percent compared to the prior-year quarter and were EUR 2.5 billion
(previous year: EUR 2.0 billion), in particular on the back of a higher selling price
level. Logistical bottlenecks caused by lockdowns due to the pandemic in China
limited the segment’s further growth particularly in the APAC region. EBITDA in
Performance Materials fell by 43.0 percent to EUR 367 million (previous year:
EUR 644 million), mainly due to lower margins. The free operating cash flow fell
to EUR =37 million (previous year: EUR 373 million), largely due to the lower
EBITDA and an increase in funds tied up in working capital.

The Solutions & Specialties segment posted an 11.0 percent increase in sales to
EUR 2.2 billion in the second quarter of 2022 (previous year: EUR 2.0 billion). A
rise in the selling price level and exchange rate effects helped increase sales.
The segment’s EBITDA fell to EUR 213 million, or by 10.1 percent compared to
last year’s second quarter (previous year: EUR 237 million). This was mainly
due to a decline in volumes sold and lower margins. The free operating cash
flow of Solutions & Specialties fell to EUR —139 miillion (previous year:

EUR 29 million), likewise due to an increase in funds tied up in working capital.

High selling price level impacts first half of 2022

Group sales in the first half of 2022 increased by 29.2 percent to EUR 9.4 billion
(previous year: EUR 7.3 billion). That was due to a higher selling price level,


https://www.covestro.com/press/advancing-circular-solutions-with-chemistry/
https://www.covestro.com/press/fresh-impulses-for-wind-energy/
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exchange rate movements and the portfolio change arising from the acquisition
of the Resins & Functional Materials (RFM) business from DSM. Due to higher
raw material and energy prices, which however were able to be partially offset
by the higher selling price level, the Group’s EBITDA in the first half of 2022
declined by 13.3 percent to EUR 1.4 billion (previous year: EUR 1.6 billion). Net
income in the first half of 2022 was EUR 615 million (previous year:

EUR 842 million), while the FOCF fell to EUR —445 million (previous year:

EUR 692 million).

Note to editors:

Below please find a table showing key data for Covestro AG for the second
quarter of 2022.

You can find the Half-Year Financial Report 2022 at Half-Year Financial Report
2022 (covestro.com)

The 2021 Annual Report is available at https://report.covestro.com

About Covestro:

Covestro is one of the world’s leading manufacturers of high-quality polymer
materials and their components. With its innovative products, processes and
methods, the company helps enhance sustainability and the quality of life in

many areas. Covestro supplies customers around the world in key industries
such as mobility, building and living, as well as the electrical and electronics

sector. In addition, polymers from Covestro are also used in sectors such as
sports and leisure, cosmetics and health, as well as in the chemical industry

itself.

The company is committed to becoming fully circular and is striving to become
climate neutral by 2035 (scope 1 and 2). Covestro generated sales of EUR 15.9
billion in fiscal 2021. At the end of 2021, the company had 50 production sites
worldwide and employed approximately 17,900 people (calculated as full-time
equivalents).

Find more information at www.covestro.com.
Follow us on Twitter: https://twitter.com/covestro
Also read our blog at www.covestro.com/blog.
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Forward-looking statements

This news release may contain forward-looking statements based on current assumptions and forecasts
made by Covestro AG. Various known and unknown risks, uncertainties and other factors could lead to
material differences between the actual future results, financial situation, development or performance of
the company and the estimates given here. These factors include those discussed in Covestro’s public
reports which are available at www.covestro.com. The company assumes no liability whatsoever to

update these forward-looking statements or to conform them to future events or developments.
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2nd quarter 2nd quarter 1st half 1st half

2021 2022 Change 2021 2022 Change

€ million € million in% € million € million in%

CowswoGrow
Sales 3,956 4,703 18.9 7,263 9,386 29.2
Change in sales (external)

Volume 29.0% -2.1% 14.6% 0.5%
Price 45.9% 14.5% 31.4% 18.3%
Currency -5.4% 6.5% -5.0% 6.1%
Portfolio 14.0% 0.0% 6.1% 4.3%

EBITDA 817 547 -33.0 1,560 1,353 -13.3

EBIT 607 307 -49.4 1,163 896 -23.0

Net income 449 199 -55.7 842 615 -27.0
Free operating cash flow 374 (462) 692 (445)

Sales (external) 1,957 2,461 25.8 3,697 4,849 31.2
Intersegment sales 468 524 12.0 951 1,181 24.2
Sales (total) 2,425 2,985 23.1 4,648 6,030 29.7
Change in sales (external)

Volume 19.5% 1.6% 7.1% 3.5%

Price 71.2% 17.5% 49.5% 21.7%

Currency -5.2% 6.7% -5.0% 6.0%

Portfolio 0.0% 0.0% 0.0% 0.0%
EBITDA 644 367 -43.0 1,274 987 -22.5
EBIT 502 204 -59.4 991 679 -31.5
Free operating cash flow 373 (37) 632 -88.1

Sales (external) 1,951 2,165 11.0 3,480 4,387 26.1
Intersegment sales 6 8 333 11 17 54.5
Sales (total) 1,957 2,173 11.0 3,491 4,404 26.2
Change in sales (external)

Volume 39.1% -7.3% 23.3% —4.4%

Price 22.4% 11.8% 14.4% 15.2%

Currency -5.8% 6.5% -5.3% 6.3%

Portfolio 28.4% 0.0% 12.5% 9.0%
EBITDA 237 213 -10.1 418 437 4.5
EBIT 170 139 -18.2 308 291 -5.5
Free operating cash flow 29 (139) 40 (285)
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