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Thank you, Markus.  

Ladies and Gentlemen, dear shareholders, I also would like to extend a warm 

welcome to our virtual Annual General Meeting.  

In the next few minutes, I would like to provide you with more details about our 

figures for the past fiscal year 2019 and explain Covestro’s current financial 

situation.  

 

Let us first take a look at the individual segments.  

First, the Polyurethanes segment: That is the core product for the production of rigid 

as well as soft foams. Soft foams you know for example from your car seats or 
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mattresses. Rigid foams, for instance, are used for the efficient insulation of 
buildings. Here, we posted very solid growth of 2.3 percent in fiscal year 2019. Our 

sales declined to €5.8 billion over the same period. As is also the case for Group 

sales, that is mainly attributable to the considerable pressure on prices. This does 

particularly apply to TDI. In this area, our margins were at an exceptionally high level 

in fiscal 2018. 

Looking towards the future, we need to differentiate between our products.  

The prices for MDI in fiscal year 2019 were well below long-term levels. That also 
remains the case for the moment. However, we believe there is a very good chance 

the gap between demand and production capacities will close in the medium term 

and we will therefore see a more positive price trend.  

We likewise have surplus capacities and consequently pressure on margins in the 

TDI arena. That situation will not change in the short term as a result of the 

coronavirus pandemic. However, we do believe — and that is at least positive news 

— that we have reached the bottom of the downturn.  

In these challenging conditions, the segment generated an EBITDA of €648 million 
in the past fiscal year. The margin of around 11 percent is below average for the 

cycle. That is due to the circumstances I have just explained.  

 

Let us now turn to the second segment, Polycarbonates. Those are high 

performance polymers such as what is used for car headlights, for laptop casings or 

in medical equipment. 
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Here, too, we achieved solid volume growth of 2.7 percent in 2019. We greatly 
benefit from our diversified positioning in this segment. Demand in one of our most 

important sales markets, the automotive industry, did indeed fall. However, that was 

more than offset by rising demand in other industries, such as medical technology 

and electronics.  

Nevertheless, we experienced significant pressure on prices here, too. That is also 

reflected in our earnings performance: €536 million and a decline in the margin to 

15.4 percent, which we were not able to fully compensate for despite the cost cuts.  

However, we remain confident that the polycarbonate business has good growth 

prospects in the long term and will remain a very interesting line of business that 

offers attractive margins.  

 

Now we come to our third segment. 

CAS stands for Coatings, Adhesives and Specialties. They include products that 

increase the resilience of vehicle coatings or flooring or prevent the weathering of 
wind turbines. We had slightly negative volume growth of minus 1 percent in this 

segment.  

That is attributable to the previously mentioned decline in global demand in 

individual industries, specifically the automotive industry.  

EBITDA in this segment was slightly up over the previous year at €469 million and 

the margin remained constant at approximately 20 percent.  
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We therefore managed to compensate for the negative volume effect on our 
earnings. A targeted acquisition in Japan helped us accomplish that. But we also 

succeeded in stabilizing our prices. In that regard, we can be satisfied with our result 

in the CAS segment. 

 

Let us now return to the Group level and look at our balance sheet for 2019. 

As you can see from the header, we can continue to report that our balance sheet 
for 2019 is exceptionally solid. Although net debt as of December 31, 2019, rose by 

€1.16 billion to almost €3 billion, that increase was almost fully due to accounting 

effects.  

Adoption of the accounting standard IFRS 16 means the existing lease agreements 

we concluded long ago are now carried on our balance sheet. This effect increased 

debt by €575 million.  

Moreover, the discount rate for pensions, in particular in Germany, fell again. As a 

result, our pension obligations in our balance sheet increased by €520 million. You 
can see that in the line on the right-hand side of the graphic.  

The combined total for these two effects is over €1 billion. While it is therefore true 

that our net debt has risen, this is attributable to the accounting effects I just 

mentioned.  

The ratio between EBITDA and net debt has increased from 0.6 at the end of 2018 

to 1.8, however we remain unequivocally committed to maintaining a solid 

investment grade rating. And we will continue to invest in growth moving ahead. 
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Our policy is to pay out an increased or at least stable dividend to our shareholders. 

That was also our intention this year.  

We will, however, deviate from that policy in 2020 due to the enormous impact of the 

coronavirus pandemic. Nevertheless — and I believe this is good news in these 

times — we want to pay you, our shareholders, a dividend despite the difficult 

macroeconomic situation. Envisaged is €1.20 a share.  

The total payout would therefore be almost €220 million, which is equal to a payout 

ratio of 40 percent and, as a result, a new record. 

I am convinced we have made a balanced decision with this proposed dividend. We 

consider the interests of our shareholders, and we secure our robust liquidity 

position and credit rating. 
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In these challenging times, we benefit from having promptly and with determination 

implemented measures to maintain our ability to act.  

Back in 2018, we launched our “Perspective” program, an extensive concept aimed 

at increasing our effectiveness and efficiency.  

Since then, we have reached and accomplished important milestones as part of this 

program. 

We have streamlined our standard business with structural measures. At the same 
time, we have maximized synergy effects in our portfolio and also increased cost 

efficiencies. 

We have also reorganized our central functions and pressed ahead with 

differentiating our portfolio in order to put our company on an even broader and 

more stable basis. 

All that resulted in a contribution of €150 million to our earnings in 2019. A further 

€130 million are expected in 2020. 

Given the challenging market environment, we have implemented further short-term 
cost-cutting measures since last year. In view of the coronavirus pandemic, we have 

intensified efforts even more this year. 

We now aim to achieve additional short-term savings of more than €300 million this 

fiscal year — instead of the originally planned €200 million. And, as things currently 

stand, we will also achieve these targets. 
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We will achieve those additional savings by reducing material costs, among other 
actions. In this context, we have initiated and conducted intensive budget reviews. 

Another significant item is our maintenance costs. Here, too, we are working 

intensively on a number of measures to reduce them. However, and I wish to 

emphasize this, these measures in no way affect the safety and reliability of our 

plants. Our colleagues’ safety always has top priority for us. We have primarily 

postponed non-acute projects here.  

Our procurement chain is a further area where we are leveraging cost-cutting 
potential by means of targeted optimization measures.  

In addition, there are the solidarity measures of Covestro's global workforce, 

including the Management Board and Supervisory Board. Markus Steilemann has 

already explained this in detail. 

We are also scrutinizing our investments to further strengthen our liquidity. 

As you can see, we are thinking long term with our “Perspective” program while not 

neglecting short-term challenges. All these measures help us maintain the flexibility 

and security we need to cope with the challenges of the coronavirus pandemic.  

 

A strong liquidity position is a further key success factor. It makes us more resilient 

and able to respond to unforeseen events.  

That is why we took various financing measures in the first half of this year to 

strengthen Covestro’s liquidity lastingly. 
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We concluded a new revolving credit facility of €2.5 billion with a term of five years 
with our principal banks. That is pure a liquidity reserve, since we have no plans at 

present to draw on the loan.  

The credit line is linked to an ESG rating comprising three criteria: environmental, 

social and governance. The better we as a company perform in these areas, the 

lower the interest components are. Thus, there is a clear financial incentive for us to 

develop our business sustainably. 

We have strengthened financing of current business operations – for example in 
relation to our plants –with short-term working capital facilities of €500 million. And a 

loan of €225 million from the European Investment Bank will help us boost our 

research and development activities, in particular in the area of the circular 

economy. 

You are also aware of the fact that we recently placed two Eurobonds with a total 

volume of €1 billion on the international debt markets.  

These bonds were issued in two tranches, which are due in February 2026 and 

June 2030 and carry interest of 0.875 percent and 1.375 percent, respectively. 
There was exceptionally high demand from investors. It was so high that the issue 

was oversubscribed by more than tenfold — a clear sign the capital market has 

great trust in Covestro even in these challenging times. 

As a result of this measure, we have significantly lengthened the average maturity of 

our bond portfolio and bolstered our liquidity further. Moreover, we will also use the 

funds we generate to repay the existing bond with a maturity up to 2021. 

As you can see, Ladies and Gentlemen, Covestro has a very solid basis, especially 

in these challenging times, and enjoys the trust of the capital market.  

I would now like to hand things back to Markus Steilemann, who will go over the 

progress we have made in addressing our strategic areas of focus. Over to you, 

Markus. 


