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I 1. Order intake below last year's

Although 2Q 2003 customer orders were not as far behind
last year’s figure as in 1Q, order intake still falls clearly short
of 2Q 2002. The aftermath of the Irag war did not exactly
help an already ailing global economy. Especially interna- External order intake by division
tional project business came to a temporary standstill.
Many large-scale projects were frozen for the duration of the
Irag war or had been postponed. These projects are now
gradually coming up for bidding again.

Due to increasing globalisation, regional crises can severely
impact the global economy. We saw such impactin 1H 2003
particularly on international projects. For instance, the Iraq
war had repercussions in Europe and the Americas. And, the
SARS epidemic had serious consequences for project busi-
ness in all of Asia.

External sales by division
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R. STAHL order intake fell 6.8 % y-o-y in 1TH 2003 to €
111.8m (PY: € 119.9m). Frozen large-scale projects caused
declines in both group divisions. At € 56.0m, Explosion
Protection’s order intake fell 6 % short of last year's (PY:
€59.6m). However, Explosion Protection’s sales declined an
even more drastic 11.3 % to € 51.6m (PY: € 58.2m). The
umbrella company has currently € 9.0m in orders on hand,
which is € 3.1m more than at the end of 2002.

AT € 52.8m, Material Handling’s order intake dropped
7.0 % below last year's (PY: € 56.8m). Division sales de-
clined 3.3 % y-o-y to € 49.6m (PY: € 51.3m). The stronger
order intake drop caused orders on hand to stay relatively
low at € 13.8m (PY: € 16.8m).

External sales by region

Consolidated sales in TH 2003 fell 8.3 % y-o-y by € 9.4m
to € 104.1Tm (PY: € 113.5m). This is principally due to
intense competition and resulting price pressure on inter-
national markets.
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Consolidated profit & loss account I 2. Earnings not yet back in the black

Owing to our sales revenue decline, consolidated total ope-
rating performance dropped 8.6 % in TH 2003 to € 105.9m
(PY: € 115.9m). Thanks to consistent implementation of our
restructuring programme, we managed to decisively trim

104,109 2003 cost structures. Our personnel expense is now down
75 % to € 49.0m (PY: € 53.0m) and other operating ex-
1,833 pense trimmed 8.5 % to € 19.4m (PY: € 21.2m). Total costs
fell a disproportionate 8.8 % in the period under review (€
0 10.4m). Pre-tax earnings thus improved y-o-y by € 312,000.
At € -1.5m, earnings, too, improved over last year (PY: €
105,942 -1.8m) but remain unsatisfactory.
2,416
-36,564
-49,047
-4171 EBITDA before group contribution

-19,394
0
-603

-1.421
0
-98
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Staff as of June 30 I 3. Restructuring report

Agenda 2003

Please keep in mind that rationalisation measures have not
fully come to fruition yet. Our initial restructuring goal was
to optimise standard processes. However, the tight market
caused the proportion of special orders to rise.

Consolidated EBITDA improved € 0.bm to € 3.3m (PY:
€ 2.8m). Explosion Protection increased its contribution by
€22mto€51m (PY: € 2.9m). Material Handling suffered 5. Raise business process efficiency
EBITDA declines commensurate with its business shortfall.

The division’s contribution to consolidated earnings thus fell

from € 3.0m in 1TH 2002 to € 1.1m in 1H 2003. 6. Reduce complexity

7. Increase economy and decline fidelity at the main
plants

9. Increase growth from innovation
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Build management capacity/improve management
culture

With some outside help, we conducted a potential analysis
of senior and junior management in major parts of our
group. Based on the analysis results, we set up individual
advanced training programmes, some of which are already
underway. We must establish this form of building manage-
ment capacity as an ongoing part of our corporate culture
group-wide to guarantee lasting results.

Raise business process efficiency

To optimise complex processes with interdepartmental in-
volvement, we use process chain analysis (PCA). Last quar-
ter, Explosion Protection successfully finished and imple-
mented two more PCAs. One analysis dealt with innovation
processes in measuring, metering, and control technology.
The new process has both much higher efficacy and effi-
ciency. The other PCA dealt with production engineering and
likewise yielded productivity gains.

As such, our employee teams optimised major processes
within our existing IT structure. The next target of process
optimisation will be our IT structure itself. We already have
several projects underway with some more in preliminary
stages.

Increase economy and deadline fidelity
at the main plants

To reduce its complexity, Material Handling defined a mod-
ular volume system for its two main hoist lines. Based on
market research, it determined the most popular items in its
two product lines, pinpointed the respective modules, and
then used a Kanban approach for sourcing and warehousing.
This makes production of the most popular hoist types quick
and efficient reducing delivery time for a standard hoist from
5 to 2 days in most cases and from 2 weeks to 3 days in ex-
treme cases. Coincidentally, this also reduces warehousing
needs for the corresponding parts. Parts manufacture com-
bines various machines in production islands for making
similar components. Clustering production of functionally
related parts cuts down throughput times and capital em-
ployment for raw materials. We trained our staff on a broad
base for most flexible deployment. The clustering process is
now complete while team formation is still underway. We
terminated leases for no longer needed warehouses, offices,
and presentation space.

Explosion Protection completed several restructuring pro-
jects last quarter. For instance, one rationalisation measure
in electronics production greatly lowered production costs
and throughput times. So far, we analysed and optimised
some 75 % of individual workstations at our Waldenburg
plant. In addition, we also ran more Kaizen workshops for
productivity improvement. We introduced an improved pro-
cedure of make-or-buy decisions for further product range
optimisation. Design work is to focus more on production
reality in the future. We are conducting corresponding sem-
inars in co-operation with the German MTM association.

1



Innovation drive

Material Handling is to launch several crane and hoist prod-
ucts this year and Explosion Protection will introduce its
new modular system Mini-Clix. This system allows users to
easily connect and disconnect all low-voltage power and
data lines. The solution’s technological beauty is that the
respective system does not have to be shut down for main-
tenance nor does it require a certified electrician to perform.
We developed this system in co-operation with a competitor
and consider it a venture into a new and attractive line of
business.

4. Capex and economy are still burdening cash flow

Despite improved pre-tax earnings of € -1.5m (PY: € -1.8m),
R. STAHL closed 1H 2003 with operating cash flow of €
-405,000 (PY: € +7.7m). With orders in progress, higher
backlogs, and a new product for an international master
system maker coming on line, inventories rose € 2.3m (PY:
€ 0.bm decrease). Trade receivables were down € 3.4m
from year’'s end 2002, but the reduction is much lower than
last year (PY: € -5.56m). Also, other assets decreased less
than the year before at € 0.5m (PY: € 1.3m).

Y-o-y accrual changes were substantially less than the year
before. Low staffing and utilisation caused work and vacation
accruals to drop € 0.8m below last year's level.

Consolidated capex jumped € 2.0m y-o-y to € 4.4m (PY: €
2.4m). Material Handling mostly invested in new machinery
and construction for implementing its centre-of-competence
structure in TH 2003. Moreover, both divisions bought tools
for new machinery relating to innovative product lines.

Low operating cash flow and higher capex eroded free cash
flow to € -4.8m after € 5.3m in 1TH 2002.

After taking out short-term bank loans of some € 0.5m last
quarter, available funds are now at € 9.7m. Liquid assets
exceed short-term bank loans by € 1.8m. The ratio of bank
loans to total assets comes to 13.1 %. With such solid
financing, our company has plenty leeway to pursue its re-
structuring even in a slow economy.
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Consolidated cash flow account I 5. Still no lasting business stabilisation

After positive order intake development in April and May,
June 2003 saw a considerable slow down to 12 % below
the average for the first five months of the year. This volatile
reality does not allow future projections. However, in light of
the general economy we have to anticipate continued slug-
gish business and do not yet assume lasting growth.

We do not foresee any positive economic surprises from
domestic policy either. The euro strength will furthermore
dampen future overseas business.

R. STAHL Technologies is facing its second year of cyclical
demand decline in a row. In 2002, sales revenue declined
3 % y-o-y and TH 2003 saw another 8.3 % drop. Last
year's restructuring already countered 2001 pre-tax losses
of € 6.3m by € 4.4m to € -1.9m. Despite the sales plunge
in TH 2003 our earnings improved a little more, although we
are still shy of breaking even.

We are continuing with our restructuring efforts to lower
costs and promote growth. As such, we reiterate our assess-
ment that fiscal 2003 will see our operating earnings back
in the black.

Waldenburg, August 2003

The management




Consolidated balance sheet as of June 30
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Consolidated equity evolution

12/31/2001 16,500 8,234 11,289 38,421 -3,086 35,335 36,254

06/30/2002 16,500 8,234 9,203 35,670 -3,086 32,584 33,513

12/31/2002 16,500 8,219 8,275 34,333 -3,638 30,695 31,740

06/30/2003 16,500 8,219 6,848 32,003 -3,782 28,221 28,775
|

R. STAHL AG prepares its consolidated financial statements ' Other changes comprise treasury share acquisition,

according to the German Commercial Code (HGB) and the changes in the scope of consolidation, and other valua-

German Joint Stock Corporation Act (AktG) whilst adhering tion-related changes in equity positions.

in its interim reports to German Accounting Standard No 6
(DRS 6) of 13 February 2001 and the Stock Exchange
Regulation for the Frankfurt Stock Exchange (BorsO).

R. STAHL AG applies the same accounting and valuation
standards to both its interim reports and annual financial
statements. Please find a detailed breakdown of applied
methods in the notes to our consolidated annual financial
statements dated 31 December 2002.
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