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Downstream operations

in Europe strengthened

European economy growing

Last year’s gratifying global economic conditions also
gave a boost to the European economy, although
growth varied considerably from one region to the
next, and Italy in particular lost momentum com-
pared with the previous year. All western European
countries in which Holcim operates were able to
increase their manufacturing output. In eastern and
southeastern Europe, a combination of greater eco-
nomic integration and a rise in foreign direct invest-
ment and development aid led to strong expansion
rates. Against this background, the construction

sector was predominantly solid.

Consumption of building materials at a high level
Cement consumption in the Group’s markets
increased further during the year under review.

In Spain, the unbroken housebuilding boom reached
a record with over 800,000 new starts. Demand

for construction materials for large infrastructure
projects and office buildings also picked up. In France,
demand continued to benefit from government pro-
grams to promote affordable housing, but fell short
of expectations in Belgium. Switzerland experienced
the sharpest rise in consumption for over a decade
thanks to a combination of buoyant residential

and business construction activity and various civil
engineering projects. However, some regions saw

a decline in cement consumption, including Italy and

Germany.

In eastern and southeastern Europe, demand for
cement rose sharply in all segments. Growth was
generated by infrastructure projects and the con-
struction of business centers and industrial facilities.
To be singled out for particular mention are the con-
struction of new commercial and shopping centers
in Prague, Budapest, Bucharest and Sofia, expansion
work on the Moscow subway system and the con-

struction of two large car factories in Slovakia.

Higher cement sales
Cement deliveries in Group region Europe grew by

3.2 percent to 31.8 million tonnes.

Our Group company in Switzerland recorded an
increase in volume, while a stubborn recession in

the construction sector depressed shipments from
Holcim Germany in the north of the country. Operat-
ing margins did at least improve thanks to a broader
product range and price progress. Holcim Spain also
turned in a very gratifying performance this year,
achieving excellent capacity utilization levels. Holcim
France Benelux improved its consolidated sales
volumes on the back of a positive business trend in
France. Despite a decline in the market as a whole,
our Italian Group company exceeded its prior-year
volumes. Impetus came from cement deliveries in
connection with the 2006 Winter Olympics in Turin
and the expansion of the northern Italian high-speed

rail network.

Consolidated key figures Europe 2005 2004 +%
Production capacity cement in million t 47.2 453 +4.2
Cement and grinding plants 42 41 -
Aggregates plants 239 150 -
Ready-mix concrete plants 487 377 -
Asphalt plants 58 = -
Sales of cement in million t 31.8 30.8 +3.2
Sales of mineral components in million t 1.9 1.0 +90.0
Sales of aggregates in million t 79.7 57.8 +37.9
Sales of ready-mix concrete in million m® 17.6 13.7 +28.5
Sales of asphalt in million t 4.7 = -
Net sales in million CHF 7,037 4,744 +48.3
Operating EBITDA" in million CHF 1,605 1,202 +33.5
Operating EBITDA margin'in % 22.8 253 -
Personnel 20,458 14,980 +36.6

! Prior-year figures adjusted to certain Group expenditures.
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Our Group companies achieved the largest percent-

age volume growth in Russia and Romania, and out-

put also increased in most of our plants in the other
markets in central and eastern Europe. The Bulgarian
Group company also benefited from the first full-

year consolidation of the Pleven plant.

Integration of Aggregate Industries generates growth
Aggregates shipments rose by 37.9 percent to 79.7
million tonnes, while deliveries of ready-mix concrete

increased by 28.5 percent to 17.6 million cubic meters.

The massive increase was mainly due to the full con-
solidation of Aggregate Industries UK’s deliveries
effective April 1. The building materials manufacturer
contributed a total of 21.1 million tonnes of aggre-
gates, 2 million cubic meters of ready-mix concrete
and 4.7 million tonnes of asphalt to consolidated
sales in Europe. It is worth noting that Aggregate
Industries increased its sales volumes in all three
segments during the period under review, whereas
UK gravel and concrete consumption declined slightly.
This underscores the excellent market positioning of
our new Group company, including not least in the
Greater London area, where a great deal of construc-

tion activity is under way.

Even factoring out the consolidated volumes of
Aggregate Industries, there was a slight increase in
shipments of aggregates and a significant rise in
deliveries of ready-mix concrete. In Italy, Spain and
Germany in particular, we expanded our regional
presence with the purchase of additional ready-mix
concrete operations. Several Group companies in
central and southeastern Europe also brought their

services closer to their customers.

Holcim Trading strengthens position in Middle East

and in the alternative raw materials

Madrid-based Holcim Trading further consolidated

its leading global position in international cement,
clinker and cementitious materials trading, reaching
a new trading record of 23.6 million tonnes (2004:
19.7) with Group companies and third parties. More-
over, Holcim Trading entered into a joint venture with
Commodities Trading Co LCC taking over a 70 percent
stake in Holcim CTC Trading and established a new
trading office in Dubai to meet growing demand for
cement in the Middle East and the Gulf region. At the
beginning of 2005, Holcim Trading took over a 50 per-
cent stake in Ecotrade International SA, expanding
the trading position in the growth segment of alter-

native raw materials.

Construction of new kiln line in Romania

2005 saw Group region Europe press ahead with
various measures to cut costs and increase efficiency
and systematically align the production base on

market requirements.

Further progress was made as planned on extensive
work to expand clinker capacity at the Beli Izvor plant
in Bulgaria, which will mean that additional produc-
tion volume will be available before the end of the
current year. In Romania, after the complete refur-
bishment of the Alesd plant, we decided to build a
new kiln line at the Campulung plant. The cement
plant, which will be the largest in the country, will be

operational in 2008.

Termination of the Union Beton Niedersachsen joint
venture between Holcim and two major German
cement producers means that Holcim Germany can
continue the process of vertical integration inde-

pendently.



Significantly higher operating result

All Group companies in Europe improved their finan-

cial results, some significantly. This was mainly due to
higher sales volumes and the predominantly positive

price environment. However, progress was also made

on improving operating efficiency at all service levels.

Worthy of highlighting are the improvements in
results of Holcim Spain, Holcim France Benelux and
Alpha Cement in Russia. Stable cement prices and

a dynamic ready-mix concrete market in Hamburg
enabled Holcim Germany to significantly increase its
contribution to operating profit. Our Group com-
panies in central and southeastern Europe achieved

substantially better results.

The performance of Group region Europe benefited
from the first-time inclusion of UK company Aggre-
gate Industries. Operating EBITDA increased despite
higher energy costs by 33.5 percent to CHF 1,605 mil-
lion, with internal operating EBITDA growth reaching

10.6 percent.

New process technology for alternative fuels
The majority of Group companies stepped up their
use of alternative fuels, thereby improving their con-

tribution toward conserving natural resources.

At Rohoznik in Slovakia, the innovative hot-disc
process was introduced in the second phase of the
comprehensive modernization of the plant. This tech-
nology allows large quantities of alternative fuels
such as old tires, flaked waste plastic and residues
from industrial and sewage plants to be utilized in
the production of clinker in an environmentally
friendly manner. As a result, the energy potential of
the alternative fuels can be exploited more efficiently

and a wider range of waste materials be used.
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At the Campulung and Alesd plants in Romania and
the Labatlan plant in Hungary, we have increased
capacity for the use of alternative fuels considerably
by installing new kiln feeding facilities. Holcim France
Benelux’s waste recycling company also commis-
sioned new processing platforms. The use of sawdust
as an alternative fuel has been fully automated.
During the period under review, a number of Euro-
pean plants successfully completed or renewed the

procedure for ISO 14001 environmental certification.

Blended cements increase CO2 efficiency

As part of its drive to further broaden its product
range, in Dunkirk on the English Channel, Holcim
France Benelux commissioned a new granulation
facility with attached grinding facility for the manu-
facture of slag-based blended cements. At its
Salzgitter site, Holcim Germany will also double its
processing capacity in this segment during 2006.
Our Group companies are generally making increas-
ing use of granulated blast furnace slag. This makes
it possible to reduce the proportion of clinker in
these types of cement and cut back the quantity of

COz2 released per tonne of cement.

Positive expectations for Europe

In 2006, we expect the positive economic trend in
western Europe to continue with moderate growth
rates and we anticipate that conditions in the con-
struction sector in eastern and southeastern Europe
will remain favorable. In Germany, the downturn
could gradually have bottomed out, which would
mean that that the construction sector should
recover in stages. For Group region Europe as a whole,
we anticipate stable sales figures and a further

improvement in operating results.



