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Title of each class NONE

Securities registered or to be registered pursuant to Section 12(g) of the Act: Ordinary Bearer Shares, no par value
Securities for which there is a reporting obligation pursuant to Section 15(d) of the Act: NONE

Indicate the number of outstanding shares of each of the issuer s classes of capital or common stock as of the close of the period covered by the
annual report:

Ordinary Bearer Shares,noparvalue.............oiiiiiiiiiiiiiiiineenenns 63,822,441
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
Yesy Noo

If this report is an annual or transition report, indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or
15(d) of the Securities Exchange Act of 1934.

Yeso Noy

Note Checking the box above will not relieve any registrant required to file reports pursuant to Section 13 or 15(d) of the Securities Exchange
Act of 1934 from their obligations under those Sections.

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.

Yesy Noo

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer. See definition of
accelerated filer and large accelerated filer in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer y Accelerated filer o Non-accelerated o
Indicate by check mark which financial statement item the registrant has elected to follow
Item 17y Item 18 0
If this is an annual report, indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).

Yeso Noy

This amendment Form 20-F/A filing is being made due to final alterations missing and the filing agent filing the wrong document - the original
filing was filed timely on June 27, 2007
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CERTAIN DEFINED TERMS

SGL CARBON Aktiengesellschaft is organized as a stock corporation under the laws of the Federal Republic of Germany. In this annual report
on Form 20-F, we refer to SGL CARBON Aktiengesellschaft and (unless the context requires otherwise) its consolidated subsidiaries as the

SGL Group orthe Group orthe Company . Referencesto SGL are to SGL CARBON Aktiengesellschaft without its consolidated subsidiaries.
We refer to the ordinary bearer shares, no par value, of SGL as the Shares .

The following abbreviated references to the Business Areas of the SGL Group will also be used in this Annual Report: CG for the Carbon and
Graphite Business Area, S for the Specialties Business Area (formerly GS  Graphite Specialties) and SGL T or T for the SGL Technologies
Business Area. In January 2005 we sold the surface protection business of the former Corrosion Protection Business Area (CP). The remaining
business of CP was transferred to and is included in the results of the Specialties Business Area. The term Business Area is used for reporting
purposes, whereas the term Business Unit  is used in business-related discussions within this ocument and both terms define the above reporting
units of SGL Group.

We realigned our business areas with effect from February 1, 2007 creating a new structure consisting of two business areas Performance

Products and Advanced Materials encompassing three business units: Performance Products, = Graphite Materials & Systems and Carbon Fibers
& Composites. Performance Products corresponds to the former Carbon and Graphite business area and contains the new business unit

Performance Products. Advanced Materials comprises the former Specialties and SGL Technologies business areas which have been re-grouped

into the two remaining business units, Graphite Materials & Systems and Carbon Fibers & Composites. Graphite Materials & Systems

comprises the activities of the former Specialties business area as well as the expanded natural graphite business line which was previously part

of the former SGL Technologies business area, while Carbon Fibers & Composites encompasses the carbon fiber and composites activities of

the former SGL Technologies business area.

FORWARD-LOOKING STATEMENTS

This annual report contains forward-looking statements and information relating to the SGL Group. Words such as anticipate , believe , estimate ,
expect , intend , plan , project and similar expressions identify forward-looking statements. These statements reflect the current belief of our
management as well as assumptions made by, and information currently available to, the SGL Group.

Forward-looking statements are subject to risks and uncertainties. If these risks and uncertainties materialize, or if our assumptions prove

incorrect, our actual results, performance or achievements could differ materially from any future results, performance or achievements

expressed or implied by our forward-looking statements. Factors that could cause our forward-looking statements to prove incorrect include
changes in general economic and business conditions, changes in currency exchange rates and interest rates, introduction of competing products

by other companies, lack of acceptance of new products or services by the SGL Group s targeted customers, changes in business strategy and
various other factors. See Item 3, Key Information Risk Factors for a discussion of risks that we believe particularly significant to the Group and
our business. We do not intend, and do not assume any obligation, to update these forward-looking statements.
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PART I
ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS
Not applicable.
ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE
Not applicable.
ITEM 3. KEY INFORMATION
Selected Financial Data

We prepare our Consolidated Financial Statements in accordance with International Financial Reporting Standards (IFRS). Since 2002, IFRS is
the term for the entire body of accounting standards issued by the International Accounting Standards Board, replacing the earlier IAS, or
International Accounting Standards. Individual accounting standards that the IASB issued prior to this change in terminology continue to use the
prefix IAS . The SGL Group prepared the Consolidated Financial Statements in accordance with IFRS for all years presented.

We derived the following selected financial data for each of the years in the five-year period ended December 31, 2006 from our Consolidated
Financial Statements. We prepared this information in accordance with IFRS or, where indicated, in accordance with U.S. generally accepted
accounting principles (U.S. GAAP). IFRS differs in certain significant respects from U.S. GAAP. See Item 5, Operating and Financial Review
and Prospects-Significant Differences Between IFRS and U.S. GAAP as well as Note 35 to the Consolidated Financial Statements contained
elsewhere in this annual report for a discussion of these differences.

Until December 31, 2004, 18 subsidiaries and two joint ventures were excluded from consolidation and accounted for at cost, since these were
deemed to be not material as whole. In the Consolidated Financial Statements as of December 31, 2005 we changed our accounting policy, and
as a result these subsidiaries have been included in consolidation and the joint ventures have been accounted for using the equity method. In this
context, the opening balances of assets, liabilities and equity as of January 1, 2003, as well as the Consolidated Balance sheet as of December
31, 2004 and the Consolidated Income Statement and Cash Flow Statement, for the years presented, have been restated retrospectively.

IFRS 2 Share-based payment is effective for annual periods beginning on or after January 1, 2005. The IFRS is to be applied retrospectively on
all share-based payments granted since November 7, 2002, that still existed when the standard became effective and requires comparable
information to be restated. This also includes a restatement to the opening balances of the retained earnings in the earliest period presented.

The revised IAS 1 Presentation of financial statements defines a presentation of current and non-current assets and liabilities as separate groups
in the Consolidated Balance Sheets. The standard must be used for reporting periods of a fiscal year beginning on January 1, 2005 or later. The
Company s Consolidated Balance Sheet was structured accordingly and the previous years figures were restated.

As indicated in their reports that appear elsewhere in this annual report, Ernst & Young Aktiengesellschaft, Wirtschaftspriifungsgesellschaft
Steuerberatungsgesellschaft, Eschborn, Germany, independent auditors, have audited our IFRS Consolidated Financial Statements for the years
ended December 31, 2006, 2005 and 2004. See details in our Consolidated Financial Statements Report of Independent Registered Public
Accounting Firm  F-2.
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Consolidated Income Statements Data:
IFRS

Sales revenue
Cost of sales

Gross profit

Selling, research and development, general and
administrative expenses and other operating income and
expenses, net

Profit from operations!*

Income/expenses from companies accounted for at equity
Interest expense (net) @

Other net financial costs

Income tax benefit (expense)

Minority interests

Net profit / loss (after minority interests)
Discontinued operations

Net profit/loss attributable to shareholders

Earnings (Loss) per share @
Earnings (Loss) per ADR ¢

U.S. GAAP
Net profit/(loss) 19
Basic earnings (loss) per share @
Basic earnings (loss) per ADR ¢
Diluted earnings (loss) per share @
Diluted earnings (loss) per ADR ¢
Consolidated Balance Sheets Data:
IFRS / TIAS
Working capital ©
Total assets (1>
Financial debt ©
Shareholders equity

Thereof issued capital

Weighted average shares!?
U.S. GAAP
Total assets (>

Shareholders equity

Other Data:

As of and for the year ended December 31,

20060 2006 2005@ 2004 2003 2002?
$
(in millions; except per share and certain other data)

1,568.3 1,190.8 1,068.8 944.0 931.5 977.8
(1,062.6) (806.8) (746.7) (681.3) (693.6) (759.9)
505.7 384.0 322.1 262.7 237.9 217.9
(324.1) (246.1) (209.3) (203.7) (215.6) (210.6)
181.6 137.9 112.8 59.0 223 7.3
1.6 1.2 0.8 (0.8) (1.1 (1.8)
(69.8) (53.0) (52.2) (50.6) (49.3) (36.7)
(12.7) 9.7 (14.2) (10.5) (23.3) 8.8
(46.8) (35.5) (19.1) (1.6) 18.6 (0.8)
(0.3) 0.2) 0.1 0.1) (0.3) 0.0
53.6 40.7 28.2 (4.6) (33.1) (23.2)
0.0 0.0 0.0 (81.8) (23.4) (5.0)
53.6 40.7 28.2 (86.4) (56.5) (28.2)
0.87 0.66 0.50 (1.66) (2.55) (1.29)
0.29 0.22 0.17 (0.55) (0.85) (0.43)
77.2 58.6 22.8 (87.9) (52.4) (26.6)
1.25 0.95 0.40 (1.68) (2.36) (1.22)
0.42 0.32 0.13 (0.56) (0.79) 0.41)
1.25 0.95 0.40 (1.68) (2.36) (1.22)
0.42 0.32 0.13 (0.56) (0.79) 0.41)
562.9 427.4 386.3 346.5 3854 399.2
1,660.5 1,260.8 1,190.5 1,320.4 1,246.9 1,282.8
420.8 319.5 342.1 419.6 497.9 453.4
586.1 445,0 322.1 267.3 104.4 191.8
212.0 161.0 144.9 142.9 56.8 56.0
61,549,122 61,549,122 56,390,621 52,152,691 22,148,078 21,813,930
1,735.3 1,317.6 1,241.2 1,362.2 1,294.3 1,329.7
568.1 431.3 299.7 273.4 123.1 205.2
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IFRS / IAS

Gross profit margin (%) 322 322 30.1 27.8 25.5 22.3
Operating margin (%) 11.6 11.6 10.6 6.3 24 0.7
Depreciation and amortization 70.3 534 65.1 67.6 71.8 75.9
Capital expenditures 85.9 65.2 44.7 46.3 439 51.2
Ratio of net financial debt to shareholders equity (%%’ 51.5 51.5 82.2 120.3 432.8 225.2
Return on capital employed (%) ® 16.0 16.0 13.8 7.5 2.5 0.7
Research and development expenses 33.6 25.5 18.0 19.2 19.0 24.1




Edgar Filing: SGL CARBON AKTIENGESELLSCHAFT - Form 20-F/A

Back to Contents

As of and for the year ended December 31,

2006V 2006 2005@ 2004 2003 2002
$

(in millions; except per share and certain other data)

Quantity of graphite electrodes sold (thousands of metric
tons) 209,000 209,000 222,000 209,000 202,000 173,000

Number of employees worldwide (end of year) 5,249 5,249 5,263 5,265 5,603 5,982

Business Area Data:

Sales Revenue ©

Carbon and Graphite 943.1 716.1 643.7 562.5 564.4 556.2
Specialties") 396.5 301.1 263.4 246.3 239.1 268.3
SGL Technologies !V 225.6 171.3 159.0 133.5 125.2 150.4

Profit / (loss) from operations (12 (4

Carbon and Graphite 224.9 170.8 121.6 86.4 61.5 51.3
Specialties (1 42.0 31.9 19.8 139 12.2 6.6
SGL Technologies 11 (1.3) (1.0) 0.2 (10.6) (14.0) (11.3)

€]
@)

3
“

&)
©

)
®

®

Amounts in this column have been translated solely for the convenience of the reader at an exchange rate of 1.00 = $1.3170, the year end exchange rate 2006

as published by the European Central Bank.

Effective January 6, 2005, we sold the Surface Protection and Plastics Process Technology businesses and present these activities as discontinued operations

for 2004. The fiscal years 2003 and 2002 have been adjusted accordingly. As described in the introduction to this section, effective January 1, 2005 we

consolidated 18 subsidiaries and two joint ventures, which had previously been accounted for at cost. Effective January 1, 2003 we have consolidated SGL

Angraph Sp. Z 0.0, Poland, a previously non consolidated company. Beginning January 1, 2002, we have consolidated SGL Brakes GmbH and SGL

Information-Systems LLC, whose net assets were previously included in other consolidated companies.

For 2006, 2005, 2004 and 2003, we have included the interest component of additions to the pension provision of 13.1 million, 13.5 million, 13.3 million and
14.0 million, respectively, as an expense in the financial result (interest expense) in accordance with IFRS.

We have calculated earnings (loss) per share for each period based upon net profit or loss attributable to shareholders divided by the weighted average

number of shares outstanding. We have calculated earnings (loss) per ADR as earnings (loss) per share divided by three. Because of no dilutive effect in 2006

and 2005 and the net loss in the years 2004, 2003 and 2002, the diluted earnings (loss) per share for 2006, 2005, 2004, 2003 and 2002 was identical to the

basic earnings (loss) per share.

Working Capital is defined as inventories plus trade receivables, less trade payables. Under U.S. GAAP, working capital at December 31, 2006, 2005, 2004,

2003 and 2002 would have been 415.4 million, 304.8 million, 280.0 million, 158.1 million and 41.3 million, respectively.

Financial debt include refinancing costs of 12.6 million, 16.0 million and 20.3 million in 2006, 2005 and 2004, respectively, which are amortized over the

remaining terms.

Financial debt plus accrued refinancing costs less cash and cash equivalents (net financial debt), divided by shareholders equity at year-end.

Profit/(loss) from operations divided by the amount of intangible and tangible assets, inventories and trade receivables, less trade payables at the end of the

year.

Business area data for sales revenue do not include certain amounts for sales not allocable to a business area. Such sales include sales to employees, R&D

services and rental income. For the years 2006, 2005, 2004, 2003 and 2002 these amounts were 2.3 million, 2.7 million, 1.7 million, 2.8 million and 2.9

million, respectively.

(10) Net loss under U.S. GAAP is presented before cumulative changes in accounting principles in 2002.
(11) As of January 1, 2002, we reclassified our expanded graphite business in Europe from Specialties to SGL Technologies. Due to the divestiture of the Surface

Protection and plastic process technology businesses (note 1 above), the process technology activities from the former Corrosion Protection Business Area
(CP) were reorganized and included in the Specialties Business Area (S). We have adjusted the corresponding figures for the fiscal years 2003 and 2002 to
reflect our current segment reporting structure.

(12) Business area data for profit (loss) from operations for the years 2006, 2005, 2004, 2003 and 2002 does not include unallocated corporate costs and

consolidation adjustments. See Note 28 to the Consolidated Financial Statements.

(13) Weighted average number of shares.
(14) We present profit/(loss) from operations as a further supplemental measure of our performance. Profit/(loss) from operations is not a uniformly or legally

defined U.S. GAAP financial measure. It generally represents earnings before discontinued operations, financial result and taxes.

7

10
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The following table shows profit/(loss) from operations as derived from our net profit (loss), on a consolidated level and, with respect to each of our three
business areas:

As of and for the years ended December
31,

2006 2005 2004

(in millions of )

Consolidated net profit (loss) before minority interests 40.9 28.1 (86.3)
Discontinued operations 0.0 0.0 81.8
Consolidated net financing costs 61.5 65.6 61.9
Consolidated income tax expense 35.5 19.1 1.6
Carbon and Graphite 170.8 121.6 86.4
Specialties 31.9 19.8 13.9
SGL Technologies (1.0) 0.2 (10.6)
Other (63.8) (28.8) (30.7)
Consolidated profit from operations 137.9 112.8 59.0

(15) Total assets were adjusted by 7.2 million and 4.7 million as of December 31, 2005 and 2004, respectively, related to a reclassification of plan assets arising
from U.S. pension plans.

Exchange Rates

The following table shows the high, low, average and period-end euro-dollar exchange rates for the five years ended December 31, 2006 and the
high and low euro-dollar exchange rates for the six months ended May 31, 2007. Up to November 30, 2005 these rates are based on the noon
buying rates published by Deutsche Bank. Starting December 2005 we use the reference exchange rates published by the European Central Bank
(ECB). The reference rates of the ECB are based on the regular daily concertation procedure between central banks within and outside the
European System of Central Banks, which normally takes place at 2.15 p.m. ECB time (CET).

Period Period
Period High Low Average End

(in dollars per euro)

2002 1.0477 0.8600 0.9448 1.0415
2003 1.2610 1.0371 1.1309 1.2610
2004 1.3640 1.1798 1.2434 1.3640
2005 1.3514 1.1655 1.2450 1.1797
2006 1.3331 1.1826 1.2557 1.3170
December 2006 1.3331 1.3095 1.3213 1.3170
January 2007 1.3270 1.2893 1.2999 1.2954
February 2007 1.3230 1.2925 1.3074 1.3211
March 2007 1.3352 1.3083 1.3105 1.3318
April 2007 1.3649 1.3352 1.3208 1.3605
May 2007 1.3615 1.3420 1.3268 1.3453

At June 25, 2007 the euro dollar exchange rate, based on the noon buying rate published by the European Central Bank was $1.3461 = 1.00.
Fluctuations in the euro-dollar exchange rate will affect the dollar equivalent of the Share price in euros on the Frankfurt Stock Exchange and, as
a result, are likely to affect the market price of the American Depositary Shares on the New York Stock Exchange as well as the amount of any
dividends received by holders of American Depositary Receipts.

11
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Dividends
SGL did not declare dividends for the fiscal years 1998-2006.

Except as described herein, holders of ADRs are entitled to receive dividends on the Shares represented by the ADRs evidenced by such ADRs.
SGL will pay any cash dividends payable to such holders to Deutsche Bank (up to 2007: JPMorgan Chase Bank), as depositary, in euro; subject
to certain exceptions, the depositary will convert these payments into dollars. Dividends paid on Shares

12
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and dividends paid to holders and beneficial owners of ADRs are subject to deduction of German withholding tax. See Item 10, Additional
Information Taxation .

Capitalization and Indebtedness

Not applicable.

Reasons for the Offer and Use of Proceeds
Not applicable.

Risk Factors

Potential investors should carefully consider the following specific risk factors along with the other information contained in this annual report
before deciding to invest in the SGL Shares. Each of the risks described below could have a material adverse effect on our financial condition
and results of operations. In addition, each of these risks could cause our share price to decline, and investors could lose all or part of their
investment. Additional risks not known to us or that we currently consider immaterial may also impair our business operations. The order in
which the following risk factors are presented is not an indication of the likelihood of their occurrence.

Our business is affected by the uncertainties of economic and political conditions.

Conditions in domestic and global economies have a strong impact on our business operations. Numerous factors, such as global or regional
political conflicts, have a continuous impact on macroeconomic parameters and the international capital markets. The uncertainty of economic
and political conditions can have a direct impact on the demand for our products and can also influence our planning and forecasting ability.
This is particularly the case for our products where we operate under global market conditions, such as graphite electrodes for the steel industry,
cathodes for the aluminum industry, carbon electrodes for the silicon-metal industry, graphite specialties supplied to the semiconductor industry
and industrial applications including carbon-ceramic brake discs supplied to the automotive industry, process equipment for the chemical
industry and structural parts and carbon fibers supplied to the aviation thermoplast and windmill industry.

We operate globally and face unpredictable international economic conditions, government policies, regulatory controls and changes in
public policy that could adversely affect our business.

We operate more than 38 manufacturing facilities, which are located in Europe, North America and Asia and sell our products in approximately
80 countries. In 2006, sales revenue of our products outside Germany accounted for approximately 85% of our total sales revenue. As a result,
we are subject to risks associated with operating in foreign countries, including fluctuations in currency exchange rates, declines in regional or
global economic activity, limitations, if any, on the conversion of foreign currencies into euro, and the possible imposition of investment and
other restrictions by governments. In addition, our business is subject to changes in the public policies of individual countries or states, including
potential increases in taxes and tax rates.

We must comply with a broad range of regulatory controls on the testing, manufacture and marketing of our products. In some countries,
including the United States and member states of the European Union, regulatory controls have become increasingly demanding. We expect that
this trend will continue. The new EU regulation concerning the registration, evaluation, authorization and restriction of chemicals ( REACH ),
imposes a new regulatory framework for the manufacture, importation and use of chemical substances in the EU which may entail a significant
increase in the testing and assessment of basic chemicals and chemical intermediates, leading to increased costs and reduced operating margins
for these products. This new regulatory regime became effective on June 1, 2007. We cannot assure you that changes in policies or regulations
will not harm our operating results or financial condition in the future.

The industries that use graphite electrodes can be regarded as cyclical, and declines in demand for graphite electrodes could adversely affect
our business.

In 2006, we derived approximately 48% of our sales revenue from the sale of graphite electrodes, our core business. We sell our graphite
electrodes primarily to the electric arc furnace

13
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( EAF ) steel industry. The EAF industry is global and customers are located in every major geographic market. As a result, the demand for and
the price of graphite electrodes are affected by changes in global and regional economic conditions. At the beginning of the decade, several
global macroeconomic factors including the Asian financial crises of 1998 to 1999, the structural crisis in the U.S. and Japanese steel industries
in 2001 and worldwide recessionary trends in 2002 adversely affected the graphite electrode industry, causing oversupply and price erosion.
Insolvencies of graphite manufacturers in both Germany and in the United States started another consolidation phase of the industry, including
site closures. Due to this consolidation and reduction of capacity as well as the growing demand of the steel industry from 2003 until 2006, the
graphite electrode industry has returned to profitability.

The market for graphite electrodes, particularly in Europe and North America, is mature and expands in line with overall economic growth and

with an increase in the proportion of EAF steel to total steel production. In addition, demand for our graphite electrodes sold to the EAF steel
industries may be adversely affected by technological improvements in those electrodes as well as in the manufacturing operations of our

customers, which reduce the rate of consumption or use of our electrodes for a given level of production. Since the early 1980s there has been a
steady gradual decrease in specific consumption  the quantity of graphite electrodes consumed per metric ton of steel produced due to improved
efficiency in EAF steelmaking processes and equipment design. Since the mid-1990s, increased EAF steel production has offset the decrease in
specific consumption, resulting in steady to slightly increasing demand for graphite electrodes. Despite the overall long-term trend, the

year-to-year fluctuations in the demand for graphite electrodes have been significant. We cannot assure you that future improvements in

steelmaking processes and technology or a decline in EAF steel production will not result in a net decrease in demand for graphite electrodes. A
significant drop in demand for our graphite electrodes could have a material adverse effect on our financial condition and results of operations.

We may encounter supply shortages and increases in the cost of raw materials and energy.

Raw materials are the largest component of our cost of sales, followed by personnel costs and energy costs. We are exposed to commodity price
risks through our dependence on various raw materials, such as petroleum coke, coal tar pitch, petroleum pitch, anthracite coal PAN-based
precursor and natural graphite flakes as well as energy supplies. The availability of high-quality raw materials is limited, and the market for our
primary raw material petroleum coke, in particular needle coke, is dominated by a small number of large suppliers with substantial market
power, which may undergo further consolidation. Most of our procurement agreements with key suppliers have a term of only one year, with
prices being renegotiated upon renewal. Where we have supply agreements with a term of more than one year, prices are variable and depend on
the development of specified parameters, including our suppliers raw material prices. In addition, the availability and price of raw materials and
energy may be affected by new regulations, suppliers allocations, interruptions in production by suppliers, general market conditions and natural
disasters. There can be no assurance that the raw materials we require will remain available in adequate quantities. We also face risks arising
from rising raw material costs. Our raw material costs increased on average by approximately 15% in 2006 compared with 2005. High energy
prices also continue to significantly influence our costs of production. We cannot assure you that we will be able to mitigate any future price
increases for raw materials and energy through increased efficiency or cost-savings. A substantial increase in raw material or energy prices, or a
continued interruption in raw material or energy supplies, could substantially harm our financial condition and results of operations.

We face substantial pricing pressure from our competitors.

The industries in which we operate are highly consolidated and, thus, competitive. Competition is based primarily on price, product quality and
customer service. Most of our production process is capital intensive, which results in high fixed costs. The pricing pressure thus has a direct
impact on our results. In addition, price decreases can be aggravated by temporary imbalances in supply and demand, with an oversupply in
stagnating markets. In 2000, the average price of our graphite electrodes increased by 10% in the markets where graphite electrodes are priced in
euro and 22% in markets where they are priced in U.S. dollars compared to 2005. The increases in 2005 compared to
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2004 were 5% and 13%, respectively. Despite these price increases, graphite electrodes, in particular, are subject to strong price competition in
general. Our market share could be adversely affected if we were forced to increase prices more than our competitors, or a competitor reduces
prices, or if we decide to maintain profit margins rather than market share or pursue other competitive strategies.

Continuing competition could either prevent us from raising prices, as necessary to offset higher production costs, force price reductions, or
reduce our sales volumes and revenues. It could also require us to spend more for sales, marketing and research and development. Any of these
developments could substantially harm our financial condition and results of operations.

We operate in a capital-intensive industry which involves significant investments, in particular for the maintenance and expansion of our
production facilities. These investments can give rise to risks of delay and to construction and other execution problems.

The manufacturing of carbon and graphite products, such as graphite electrodes, requires significant capital expenditures for the purchase and
set-up of specific machinery and equipment. Any new equipment must initially run through a start-up and qualification process in order to reach
standard operating procedures required by us and our customers. In addition, day-to-day operations require continuing maintenance programs to
keep plants and machinery in full operation. Such capital expenditures and maintenance programs require significant amounts of cash. The
failure of manufacturing equipment could cause significant problems for a plant and could result in our inability to deliver products in the
required quality or at the required time to our customers, which could in turn adversely affect our financial condition and result of operations.

We have made substantial investments in new businesses in the past several years in order to diversify our product portfolio. The success of
these investments depends on the successful development and commercialization of new products, in particular in the Carbon Fiber &
Composites business unit.

In line with our product portfolio diversification, we have entered into new businesses in particular with our high technology business unit
Carbon Fiber & Composites in which we have little experience and which are subject to rapid product developments and changes. In recent
years we have made substantial investments in our Carbon Fiber & Composites business unit, with the aim of increasing the share of our
revenues that we generate through our Advanced Materials business area. We anticipate continued increases in our research and development
expenses arising from these investments in 2007 and 2008. For the past three years, the sales revenue of our former SGL Technologies business
area (now largely corresponding to our new Carbon Fiber & Composites business unit) have fluctuated, and we have incurred net operating
losses in recent years, due to significant start-up expenses and commissioning costs.

Our ability to effectively compete in this and other new business areas will depend on our successfully developing, customizing, and producing
innovative products and designs at competitive prices, and on gaining market acceptance for these products and designs. Any growth in sales
and any increase in profitability in the Advanced Materials business area will depend largely on whether and how fast our newly developed
products will be able to prevail in the market. Our competitors in these new business areas may have greater technological expertise and superior
research and development infrastructure than we do, or may be more innovative in responding to changing technologies and customer needs.
There can be no assurance that we will be able to successfully compete in these new markets. Thus, there can be no assurance that we will be
able to generate a satisfactory return on the investments in our Carbon Fiber & Composites business unit.

We may not be able to protect the intellectual property which may be important for the development of our Advanced Materials business
area.

Intellectual property rights are important for the development of the business, in particular in our Advanced Materials business area. In 2006,
approximately one third of the revenues in our former Specialties business area was generated by products that were developed in the previous
four years. The new product lines that we are developing in our Carbon Fibers & Composites business unit also rely to a significant extent on
such proprietary rights and information. We cannot assure you that any patents or trademarks that we obtain will adequately protect the covered
products and technologies. Nor can we assure you that our confidentiality covenants and agreements will
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adequately protect our trade secrets, know-how or other proprietary information not covered by patents or trademarks, or that others will not
obtain this information through independent development or other legal means. Furthermore, we cannot assure you that our activities will not
infringe on the proprietary rights of others or that we will be able to obtain licenses, on reasonable terms or otherwise, for the use of the
technology that we need. In addition, we cannot assure you that our proprietary rights and information will not become obsolete as a result of the
development of new technologies by our competitors. If we fail to obtain the necessary intellectual property rights or to protect our proprietary
information, or if we infringe upon the proprietary rights of others, the business, financial condition or results of operations of our Graphite
Materials & Systems or Carbon Fibers & Composites businesses could suffer significant harm.

Our debt, along with the obligations and covenants contained in our financing arrangements, limits our financial and operating flexibility.

The conditions of our 200.0 million senior secured facility (the Senior Facility ), as well as the conditions of the 200.0 million senior floating rate

notes (the Corporate Bonds ) limit our financial and operating flexibility. In particular, these agreements (see detailed description in Item 10,
Additional Information Material Contracts ) place limits on our ability to incur new debt, grant security to third persons, dispose of material

assets, take organizational measures such as mergers, changes of corporate form, joint ventures or similar transactions, or to enter into

transactions with related parties. Other limitations generally concern the payment of dividends and the repurchase of own shares. In addition, we

must meet certain financial covenants in the context of our financing agreements. Our substantial debt and our compliance with the covenants

contained in our financing agreements could have a material adverse impact on our financial condition and results of operations.

Furthermore, we continue to require significant funds for our operations. We cannot assure you that we will be able to generate or obtain
sufficient funds needed for our future operations and our other cash requirements, or that we will meet all loan covenants and other obligations
in connection with our present financing arrangements. We also cannot assure you that we will be able to refinance our financial liabilities as
they mature or that we will be able to negotiate the same or better terms in future loan agreements. In addition, we cannot assure you that we will
not have to incur additional debt in the future. Incurring such additional debt could further increase the risks regarding our debt and financing
arrangements.

For a detailed description of our debt, you should read the discussion in Item 5, Operating and Financial Review and Prospects.
Our ability to generate sufficient cash to service our debt depends on a number of factors, some of which are beyond our control.

Our ability to make payments on or repay our debt and to fund our working capital requirements depends on the availability of financial
resources. Our ability to generate cash will depend on our future operating performance, as well as on general economic, financial, competitive,
market and other factors, many of which are beyond our control. In particular, our ability to generate adequate cash will depend at least in part
on:

a price increase in the carbon and graphite electrode industry, as well as our ability to maintain and grow our sales revenues in most of
our business segments;

our ability to contain costs and implement further cost savings through our restructuring programs and cost saving initiatives; and
our ability to realize earnings from new technologies and products.

We cannot assure you that our business will generate sufficient cash flows from operations or that future borrowings will be available to us in an
amount sufficient to enable us to pay our debts as they become due or to fund our other liquidity requirements.

We are party to several antitrust court proceedings.

In the past several years, we have faced various court actions and investigations in connection with antitrust violations and have been assessed
substantial fines by the U.S. Department of Justice, the Canadian antitrust authorities and the European Commission for price fixing in the
graphite
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electrode industry, the specialty graphite industry and electrical and mechanical carbon and graphite products. As of December 31, 2005, all
fines raised by the U.S. Department of Justice and the Canadian antitrust authorities have been paid in full. In addition, European antitrust fines
have all either been paid or fully provided for and fully funded. In addition, we have made significant payments in the past several years in
defending and settling a number of civil suits seeking damages as a result of violations of antitrust laws. The majority of these civil suits have
been concluded by now. See Business Description Legal proceedings  Civil suits resulting from antitrust violations. We cannot predict the
ultimate outcome of the remaining proceedings.

Despite intensive internal legal training and establishing compliance policies, we cannot assure you that we or certain of our subsidiaries or
affiliates will not become subject to antitrust investigations by the relevant authorities and will not be required to pay additional fines or be
subject to claims for damages from third parties for violations of applicable antitrust laws. An unfavorable result in any of these future or current
proceedings could have a material adverse effect on our financial condition and results of operations.

Our pension and retirement obligations could significantly exceed the existing provisions and funding status of these obligations.

We are obligated to pay our employees certain benefits, including retirement payments, life insurance and medical insurance following the
termination of their employment. These benefit plans consist of both defined contribution and defined benefit plans and vary based on the
country in which we maintain such plans.

Changes and movements in the equity, fixed income, real estate and other markets could significantly change the valuation of the assets of our
plans. A change in the yield assumptions used also has an impact on the calculation of the discounted present value of our pension obligations.
In addition, changes in pension and retirement benefit plan assumptions, such as rates for compensation increase, retirement rates, mortality
rates, health care cost trends and other factors can lead to significant increases or decreases in our pension or post-retirement benefit obligations.
This would affect the reported funded status of our plans and therefore could also negatively affect net periodic pension cost, future cash
contributions and equity. For further details on the funding status of pensions and other retirement benefit obligations see Note 21 to our
Consolidated Financial Statements.

We cannot assure you that any future expenses or cash contributions that become necessary under our pension or retirement benefit plans will
not have a material adverse effect on our financial condition and results of operations.

Environmental matters could result in significant increases in costs.

Our operations are subject to various risks associated with manufacturing, including the related storage and transportation of raw materials,
products and wastes. We are also subject to numerous domestic and foreign laws and regulations relating to the storage, handling, generation,
treatment, emission, release, discharge and disposal of potentially hazardous substances and wastes (see Item 4, Information on the Company
Government Regulation ). Environmental and health laws and regulations could lead to the possibility of substantial fines, revocation of
applicable permits or orders for environmental cleanup. Any violations of these laws or regulations, or any adjustments to comply with changing
laws or regulations, could result in significant expenditures. Environmental laws in particular have continuously been tightened in the past
several years. As a result, we cannot assure you that a known, previously unknown or future contamination event, or any new, more stringent
regulations or their enforcement by the relevant authorities will not increase our environmental costs in the future. A significant increase in
environmental liabilities or costs could materially harm our financial condition and results of operations.

Prolonged work stoppages due to labor disputes could adversely affect our business.

Approximately two-thirds of our workforce is covered by collective bargaining agreements. Although we believe that we have satisfactory
relations with our works councils and unions, we cannot assure you that we will reach new agreements on satisfactory terms when existing
collective bargaining agreements expire. Nor can we assure you that we would reach such new agreements
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without work stoppages, strikes or similar industrial actions. If industrial actions substantially obstructed our manufacturing operations for an
extended period, our business, financial condition and results of operations could suffer material harm. Disruptions of the business operations,
strikes or similar measures at our customers or suppliers sites could also have a material adverse effect on our financial condition and results of
operations.

We are exposed to currency exchange rate risks and interest rate risks.

We generate a significant portion of our sales revenue in U.S. dollars. As a result, a decline in the value of the U.S. dollar compared to the euro
will have a negative impact on our sales revenue, which are recorded in euro. Compared to the sales revenue that we generate in U.S. dollars, we
incur a relatively small portion of our cost of sales in U.S. dollars. As a result, a U.S. dollar that is weak compared to the euro will have a
negative impact on our gross profit and therefore on our results. A medium- to long-term decline in the value of the U.S. dollar relative to the
euro and other currencies could also weaken our competitive position as compared to competitors who incur a relatively larger portion of their
cost of sales in U.S. dollars. After the value of the dollar declined relative to the euro during 2004, reaching a low-point at the end of 2004, the
U.S. dollar strengthened against the euro in 2005, weakened again in 2006. We cannot predict any trends for the future. We have entered into
hedging arrangements for the majority of our U.S. dollar transaction exposure in Europe for 2007 to reduce the risk of fluctuations in currency
exchange rates. However, these hedging arrangements can protect us only to a limited extent against a long-term decline of the U.S. dollar. See
also Item 5, Operating and Financial Review and Prospects Overview Currency exchange exposure.

Changes in tax laws or regulations could result in lower earnings and cash flows.

We operate in a large number of countries and therefore are subject to different tax laws and regulations. Changes in tax laws or regulations and
results from tax audits by fiscal authorities could result in higher tax expenses and cash payments. Furthermore, changes in tax laws or
regulations could impact our tax liabilities as well as our deferred tax assets and deferred tax liabilities.

Based upon a draft version of a Corporate Tax Reform Act 2008 by the German Ministry of Finance dated March 14, 2007, debt financing of
companies which are subject to German tax would be limited by a so-called modified interest barrier rule (modifizierte Zinsschranke). As a
general rule, the deduction of interest expenses exceeding interest income is limited to 30% of taxable income as increased by interest expense
and as reduced by interest income (unless, inter alia, such interest expenses exceed interest income by less than 1.0 million). Non-deductible
interest expenses would be carried forward and would generally be deductible in subsequent fiscal years, subject to limitations similar to those
applicable in the current year. There apply certain exceptions, e.g. a test which relates to the overall group s equity ratio (so-called escape clause)
and which is still under discussion.

It remains unclear whether and in which form the envisaged legislative changes will ultimately become effective and what impact they may have
on the Issuer s tax position. The new provisions are presently intended to apply from 2008 onwards unless specific other dates apply. However,
this is merely a tentative date and further amendments may be made to the draft bill, including on short notice.

In any event, if this draft bill, or an amended version of this bill, becomes law, it could have a material adverse effect on our financial condition
and results of operations.

Existing insurance coverage may prove inadequate.

We aim to cover foreseeable material risks by insurance. Our insurance coverage, however, may prove inadequate to fully cover the risks to
which the SGL Group is exposed. For certain risks, adequate insurance coverage may not be available on the market or at reasonable conditions.
Our sales revenues are exposed to credit default risks. For this reason and insofar as possible, we cover this risk through insurance to a certain
extent (which is limited, for example, in the United States). We use a variety of instruments for this purpose, such as pre-payment, payment
guarantees, confirmed letters of credit and credit insurance. We cannot assure you that payment shortfalls from customers (particularly in the
steel industry) will not occur in the future.
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ITEM 4. INFORMATION ON THE COMPANY
Introduction

SGL CARBON Aktiengesellschaft is incorporated as a stock corporation for unlimited duration under the laws of the Federal Republic of
Germany. SGL s registered office is at Rheingaustrasse 182, D-65203 Wiesbaden, Germany, telephone number +49-611-60-29-0. Our
English-language home page on the World Wide Web is at www.sglcarbon.com/index.html; this annual report does not incorporate information
found on our web site. Our fiscal year ends on December 31 of each year.

History and Development of the SGL Group

Our corporate origins lie in the second half of the 19th century. Two of the earliest industrial manufacturers of carbon products, Gebriider
Siemens & Co. (founded 1872) and the Plania Werke (founded 1896) merged in 1928 into the Siemens Plania Werke Aktiengesellschaft fiir
Kohlefabrikate. This company and its successors underwent a series of international mergers and acquisitions, becoming Sigri Great Lakes
Carbon GmbH, SGL s immediate predecessor company, in 1992. At that time, Hoechst AG was the majority shareholder of Sigri Great Lakes.

On December 21, 1994, Sigri Great Lakes Carbon GmbH became SGL CARBON Aktiengesellschaft through a change in corporate form
(Umwandlung). In April 1995, SGL s initial public offering took place on the Frankfurt Stock Exchange. SGL became fully independent of
Hoechst in June 1996, when Hoechst divested substantially all of its ownership in SGL in a global placement of approximately 10.5 million

shares. Approximately 40% of that issue was placed in North America in the form of American Depositary Receipts ( ADRs ) which were listed
on the New York Stock Exchange (the NYSE ) under the symbol SGG until they were voluntarily delisted by SGL effective June 22, 2007. SGL
terminated its ADR program on June 25, 2007.

On May 25, 2007 SGL announced that it would voluntarily delist its ADRs from the NYSE effective June 22, 2007 and terminate its ADR
program effective June 25, 2007. In addition, SGL intends to deregister from its reporting obligations under the U.S. Securities Exchange Act of
1934 (the Exchange Act ) as soon as provided for under new Securities and Exchange Commission ( SEC ) rules.

We have completed several acquisitions and divestitures as part of our strategy to enhance what we believe, based on 2006 revenue, is our
position as one of the world s largest producers of carbon and graphite products and to concentrate our business on areas where we see growth
opportunities. The following are the significant acquisitions, divestitures and corporate changes that the SGL Group has made over the past three
years:

In February 2004, SGL CARBON Luxembourg S.A., Luxembourg, a subsidiary of the Issuer issued 270.0 million senior notes (the Old
Senior Notes ), as described in Item 10, Additional Information Material Contracts Old Senior Notes.

In 2004, in connection with the sale of the Surface Protection and Plastics Process Technology businesses, SGL CARBON Technic
LLC was established in the U.S. for the purpose of acquiring graphite process technology operations in that country.

In Poland, at fiscal year-end 2004, SGL ANGRAPH Sp.z 0.0 was merged with SGL CARBON POLSKA S.A; in Italy, SGL CARBON
Specialties S.p.A. was merged with SGL CARBON S.p.A.; and in the U.S., SGL Information- Services LLC was merged with SGL
CARBON LLC. In addition, Radion Finanziaria S.p.A., Milan, Italy, and SGL CARBON Finance Ltd., Dublin, Ireland, were dissolved
in 2004.

In January 2005, the surface technology and plastics process technology operations were divested.

In November and December 2005, two holding companies were created in Spain and Germany. We also intensified our activities in
India in 2005 with the creation of the subsidiary SGL CARBON INDIA Pvt. Ltd., in Pune.
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At the beginning of 2006, SGL Group agreed with Sinyuan Industrial Material Co., Ltd. (China) to set up a company ( SSG Ningbo Co.,
Ltd. ) for the manufacture of expanded graphite products for the Asian market. SGL Group holds 60% of the shares in the joint venture,
and Sinyuan Industrial Material Co., Ltd. holds 40%.

In March 2007, SGL Group signed a joint venture agreement with Lenzing AG, Austria, regarding the manufacture of a special
polyacrylonitrile ( PAN ) fiber precursor, a raw material required for the production of carbon fibers, in order to secure its long-term
supply of PAN. SGL is currently awaiting approval of the joint venture by the competent antitrust authorities.

In April 2007, SGL Group acquired a majority interest in F.A. Kiimpers GmbH (Germany), by which we gained access to innovative
technologies for processing carbon fibers into multi-axial fabrics.

In the second quarter of 2007, SGL Group and Tokai Carbon Co., Ltd. (Japan) further enhanced their cooperation by setting up a
company ( SGL Tokai Process Technology, Ltd. ) for the production and sale of process technology products for the Asian market, in
particular China, Japan and South Korea. SGL Group holds 51% and Tokai Carbon Co., Ltd. holds 49% of the shares in the company.

Capital expenditures

In the fiscal years ended December 31, 2006, 2005 and 2004, we made capital expenditures and investments totaling 66.6 million, 47.0 million
and 47.1 million, respectively. Capital expenditures for property, plant and equipment were 61.4 million in 2006, 39.4 million in 2005 and 37.7
million in 2004. Capital expenditures relating to intangible assets were 3.8 million in 2006 (mainly for internally developed software and the
capitalization of development costs), 5.3 million in 2005 and 8.8 million in 2004. Payments for non-current financial assets were 1.4 million in
2006, 2.3 million in 2005 and 0.8 million in 2004.

Capital expenditures in 2006 were primarily related to normal maintenance, cost reduction and efficiency improvements of operating facilities.
The main areas of investment included automation of individual processing steps, replacement and expansion of existing equipment,
environmental and safety investments as well as investments for relocating production activities from Italy and Germany to our facilities in
Poland. Capital expenditure has also been used to fund strategic organic growth, such as the construction of a new processing center in
Meitingen, Germany, preparatory work for the construction of the new production plant in Malaysia, and expansion of our capacities for carbon
fibers in Inverness, UK, and for isostatic graphite in Bonn, Germany. Capital expenditures during 2005 were related to normal maintenance and
efficiency improvements of the SGL Group s operating facilities. Major capital expenditures in 2004 were related to replacement and
maintenance of our plants in Germany, the United States, Poland and Italy.

We expect that expenses for expanding our capacities and upgrading our equipment will be significantly higher in 2007 than in previous years
arising from measures taken to realize the opportunities to expand into Southeast and East Asia, and on the basis of new product launches. For
the fiscal year 2007, we plan to make capital expenditures (excluding financial investments) totaling approximately 105 million. Of this amount,
we had made capital expenditures totaling approximately 14.4 million as of March 31, 2007. For the construction of our new plant in Malaysia,
capital expenditures of around 50 million are planned over a period of three years. We anticipate financing the capital expenditures largely
through cash flow from our operations.

Business Overview

The SGL Group is one of the world s leading carbon companies. It has a comprehensive product portfolio ranging from carbon and graphite
electrodes and cathodes through custom-made graphite-based products to innovative materials, products and solutions on the basis of carbon
fibers. Our customers are located throughout the industrialized world and operate in a wide range of industries, the most important being the
steel, aluminum, chemical, energy, semi-conductor, aerospace and defense as well as automotive industries. We provide our customers with a
global distribution network for our products and services covering more than 80 countries in 2006. As of the December
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31, 2006, the SGL Group operates 38 manufacturing facilities of which 19 are located in the European Union, 13 in North America, five in Asia
(i.e. China, India, Japan and South Korea) and one in Russia. In 2006, our sales revenue amounted to  1,190.8 million. Sales outside Germany
accounted for 84.9% of our total sales revenue in 2006. As of December 31, 2006, we had 5,249 employees.

Until February 1, 2007, the date on which our business realignment described below became effective, the SGL Group s organizational structure
consisted of three business areas: Carbon and Graphite,  Specialties and SGL Technologies :

The former Carbon and Graphite (now Performance Products) business area develops, manufactures and markets graphite electrodes for steel
production in electric arc furnaces, carbon electrodes for use in melting processes for other metallurgic applications, cathodes for use in
aluminum production, and furnace linings for pig iron production in blast furnaces. In 2006, sales revenue for the Carbon and Graphite business
area amounted to  716.1 million (60.1% of total sales revenue).

The former Specialties and SGL Technologies business areas are now combined in the new Advanced Materials business area. The former
Specialties business area (now part of the new Graphite Materials & Systems business unit, which also includes the expanded graphite carbon
activities of the former SGL Technologies business unit, as described under  Business Realignment below) develops, manufactures and markets a
wide selection of custom-made products based on fine-grain graphites for a large number of industrial sectors, primarily for customers in the
chemical, energy (specifically energy generation, energy management, and energy efficiency) and semiconductor industries. Products include
specialty graphites for heaters for the semiconductor industry, graphite parts for LED and solar cells production, as well as graphite for

lithium-ion batteries and for particle filters for diesel engines. In 2006, sales revenue for the Specialties business area amounted to 301.1 million
(representing 25.3% of total sales revenue).

The former SGL Technologies business area (now part of the new Carbon Fibers & Composites business unit, except for the expanded graphite
carbon activities of the former SGL Technologies as described under ~ Business Realignment below) develops, manufactures and markets
innovative materials, products and solutions on the basis of composite components and materials made from carbon fibers for a wide variety of
applications, including energy and industrial applications, as well as products for the aerospace and defense industry and the automotive
industry. Products include carbon fibers for high-temperature applications and for the reinforcement of cement and plastic, as well as carbon
ceramic brake discs. SGL Technologies covers the entire value chain for carbon fiber-based composites, from carbon fibers through composites
to components. We believe that we are the only European competitor in this market that can cover such a broad product portfolio. In 2006, sales
revenue for the SGL Technologies business area amounted to  171.3 million (representing 14.4% of total sales revenue).

Business Realignment

We realigned our business areas with effect from February 1, 2007 creating a new structure consisting of two business areas Performance

Products and Advanced Materials encompassing three business units: Performance Products, = Graphite Materials & Systems and Carbon Fibers
& Composites. Performance Products corresponds to the former Carbon and Graphite business area and contains the new business unit

Performance Products. Advanced Materials comprises the former Specialties and SGL Technologies business areas which have been re-grouped

into the two remaining business units, Graphite Materials & Systems and Carbon Fibers & Composites. Graphite Materials & Systems

comprises the activities of the former Specialties business area as well as the expanded natural graphite business line which was previously part

of the former SGL Technologies business area, while Carbon Fibers & Composites encompasses the carbon fiber and composites activities of

the former SGL Technologies business area.
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The following graph illustrates our business realignment:

The Performance Products business area serves established markets that are characterized by stable growth patterns, including the steel,
aluminum and other metallurgic industries. By contrast, the Advanced Materials business area serves a wide range of manufacturing industries
with a growing demand for carbon- and graphite-based products for an increasing number of innovative applications and has a high growth and
earnings potential.

We undertook this restructuring of our business areas to align our business structure with current trends in the industries we serve. A number of
factors, including rising raw material and energy prices, as well as supply shortages, environmental considerations and government regulation,
are leading to increasing demand from our customers for substitutes for conventional materials. Carbon- and graphite-based products have a
number of attributes, such as the ability to withstand high temperatures and extreme loads while being lightweight, that make them an attractive
replacement for other materials, in particular, for steel. We therefore expect demand for carbon- and graphite-based products to increase further
over the coming years, in particular in the market for green technologies applications in connection with wind and solar energy generation,
improvement of fuel and energy efficiency, environmental protection and innovative applications in the aircraft and automotive industries. We
intend to benefit from this demand for substitute materials in our Advanced Materials business by combining our innovative strength with our
broad base, our expertise in a broad range of materials and technologies.

Industry and Market Overview

We are active in a broad range of markets for carbon-based industrial products. Our Performance Products business area (formerly the Carbon &
Graphite business area, which accounted for 716.1 million, or 60.1% of our sales revenue in 2006), serves the metallurgical industries, including
the steel, primary aluminum and other non-ferrous metallurgical industries, such as silicon metal and phosphorous producers. By far the most
important customer industry of our Performance Products business area is the electric arc furnaces ( EAF ) and blast furnaces and blast oxygen
furnaces ( BF/BOF ) steel industry, which generated 605.1 million, or 84.5%, of the Performance Products business area s sales revenue in 2006.

76.0 million, or 10.6%, of the business area s sales revenue in 2006 was attributable to the aluminum industry and 35.0 million, or 4.9%, to other
metallurgical industries. The metallurgical industries are mature global industries, which have in the past tended to grow in a stable manner at
approximately the same rate as the economy as a whole (GDP growth), and are characterized by a certain degree of cyclicality.

Our Advanced Materials business area serves a wide range of manufacturing industries with a wide selection of custom-made graphite-based
products, as well as innovative materials, products and solutions on the basis of carbon fibers. Our Graphite Materials & Systems (former
Specialties and a part of former SGL Technologies) business unit s key industries include the chemical, energy
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(specifically energy generation, energy management, and energy efficiency) and semiconductor industries. Further customer industries of our
Graphite Materials & Systems business unit include the metallurgical, mechanical engineering, high-temperature processes and automotive
industries. Key industries of our Carbon Fibers & Composites business unit are the energy and industrial applications industry, as well as the
aerospace and defense industry and the automotive industry. Demand for products used in the manufacturing industries tends to fluctuate with
global and regional business cycles as well as industry-specific developments. We believe that these industries have potential for further growth.
In some manufacturing industries, such as the solar and wind energy industries, we believe that the market growth rate is well above GDP.

Metallurgical industries

Our products for the metallurgical industries include graphite electrodes and carbon-based furnace linings for the production of steel, cathode
blocks used in aluminum production, and carbon electrodes for the production of other non-ferrous metals. According to our estimates, the
worldwide market for our products for the metallurgical industries was approximately 3.5 billion in 2006. Graphite electrodes represent our
largest business, accounting for 79.6% of our Performance Products business area s sales revenue in 2006. Carbon products (i.e. furnace linings,
cathodes and carbon electrodes) accounted for the remainder of the business area s sales revenue in the same period.

Steel industry

We provide the steel industry with graphite electrodes, which are a necessary component of steel production in EAF, and carbon-based furnace
linings for BE/BOF used for steelmaking. EAF and BF/BOF steel production are the two primary steelmaking technologies with EAF
accounting for approximately 32% of total steel production in 2006. EAF steelmaking operations are commonly referred to as mini-mills
because their production capacity is generally smaller than that of BE/BOF facilities. Electric arc furnaces range in size from those producing
approximately 25 tons of steel per production cycle, or heat, to those producing approximately 150 tons per heat. Graphite electrodes act as
conductors of electricity in the furnace, generating sufficient heat to melt scrap metal or other material used to produce steel. EAF steelmaking is
generally regarded as more efficient and cost-effective than BF/BOF steelmaking. Although EAF production is unlikely to entirely replace
BF/BOF, a number of factors have favored its growth at the expense of the older technology. These include lower required investments, lower
energy consumption, greater environmental sustainability and technological advances.

Demand for both graphite electrodes and furnace linings is directly linked to the demand for finished steel. The steel industry is generally
cyclical in nature and experiences significant fluctuations based on numerous factors. However, the EAF steel industry and hence the graphite
electrodes market have generally been less cyclical than the BF/BOF steel industry and the furnace linings market. The cyclicality of the EAF
steel and graphite electrodes markets has become less pronounced in recent years. Due to the cost advantages of EAF steelmaking, graphite
electrodes are preferentially consumed in steel down cycles. Furnace linings are also preferentially consumed in steel down cycles, as furnaces
then tend to be relined for maintenance. Furthermore, as prices for scrap metal adjust to ensure EAF competitiveness, we expect steel producers
to prefer BOF production.

Since its development in the 1960s, mini-mill technology has produced a steadily increasing portion of total steel production. Due primarily to
the cost-effectiveness of EAF steelmaking, EAF steel production worldwide has grown steadily from 100 million tons in 1972 (approximately
16% of total steel production) to approximately 397 million tons in 2006 (approximately 32% of total steel production), according to the
estimates of market studies from the International Iron and Steel Institute (IISI) from 1972 to 2004 and our internal estimates for the years 2005
and 2006. We believe that the global share of EAF steel in total steel production will remain stable, and that long-term growth prospects for the
EAF steel industry are favorable, with annual EAF steel production growing in line with global GDP in the next five years.

The following table shows worldwide crude and EAF steel production in 1972, in 1980 and from 1990 through 2006.
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Worldwide Steel Production*

EAF

proportion

of

crude

Year Crude! EAF  production
(in thousands of tons) (%)

1972 632,009 99,749 16
1980 716,493 160,511 22
1990 770,694 215,124 28
1991 733,974 209,873 29
1992 719,398 210,508 29
1993 726,247 222,511 31
1994 723,958 229,063 32
1995 750,309 245,330 33
1996 750,611 249,741 33
1997 797,135 270,051 34
1998 778,032 266,144 34
1999 789,900 269,150 34
2000 849,200 293,600 35
2001 846,000 295,000 35
2002 903,800 304,600 34
2003 968,300 315,000 33
2004 1,060,000 347,000 32
2005 1,142,000 360,000 32
2006 1,244,000 397,000 32

*  Source: International Iron and Steel Institute for years 1972 to 2004; 2005 and 2006 figures are a company estimate.

1) Crude steel production refers to total steel production by all methods.

EAF steelmaking consumes graphite electrodes, for which we believe there are currently no substitute products. Beginning in the 1970s,
technological improvements reduced specific consumption, or the quantity of graphite electrodes consumed per metric ton of steel produced.
During the same period, graphite electrode manufacturing capacity began to expand. As a result, by the mid-1980s there was significant excess
manufacturing capacity in this industry. In the late 1980s and early 1990s, graphite electrode producers began to consolidate and to reduce
manufacturing capacity. As a result, supply and demand were generally in balance during the 1990s. In the late 1990s, however, external factors
began to adversely affect the graphite electrode industry, causing oversupply and price erosion. These factors included the Asian financial crises
of 1998 to 1999, the structural crisis in the U.S. and Japanese steel industries in 2001 and worldwide recessionary trends in 2002. Insolvencies of
graphite manufacturers in both Germany and the United States started another consolidation phase of the industry, including site closures. Due to
this consolidation and reduction of capacity as well as the growing demand of the steel industry in the period from 2003 until 2006, the graphite
electrode industry has begun to return to profitability.

Technological improvements in equipment design and production process, use of higher quality scrap metals and other raw materials and
improvements in the size, strength and quality of graphite electrodes (including significant improvements developed by the SGL Group) have
increased the efficiency and reduced the cost of EAF steel production. According to our estimates, these improved efficiencies have reduced
worldwide specific consumption. We expect that, as the cost of further marginal improvements in the efficiency of EAF steelmaking increases,
the rate of decline in specific consumption will grow more slowly. We believe that the long-term growth potential of EAF steel will be offset by
reductions in specific consumption due to further quality improvements of graphite electrodes, which will result in steady to slightly increased
demand for graphite electrodes over the long-term. In view of the increased consolidation and stability in the global steel market and the fact that
the graphite electrodes market is generally less cyclical than the steel market, we expect the graphite electrodes market to experience stable,
modest growth in the medium term, until China will begin to generate scrap.
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The manufacture of high-quality graphite electrodes is a mature, capital intensive business that requires extensive engineering know-how
developed over years of experience working with the various raw materials and their suppliers, furnace manufacturers and steelmakers
(including working on the specific applications for finished electrodes). It also requires high-quality raw material sources and a developed
energy supply infrastructure. There have been no significant new entrants in the
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manufacture of graphite electrodes since the 1940s and we believe that it is unlikely that there will be significant new entrants in the market over
the next several years. According to our estimates, our share of the worldwide market for graphite electrodes was approximately 20% in 2006.
We believe that our regular customers for graphite electrodes include most of the world s major EAF steel producers, including Arcelor Mittal,
Riva, Lion, Alcoa and Tenaris.

Our main markets for furnace linings are Europe, Asia and North America. Furnace linings, which are recently experiencing modest growth,
typically account for a modest portion of our business. A modern furnace design can be used for more than ten years of furnace operation before
it becomes necessary to replace the linings.

Aluminum industry

Cathode blocks and other products are used to equip electrolysis cells for the production of primary aluminum. Demand for cathode blocks
therefore varies directly with the demand for primary aluminum. In the past aluminum producers had very modest growth, but that growth has
recently accelerated to approximately 5% p.a. This was primarily due to the general increase in energy costs which boosted demand for
aluminum as a light-weight and low-cost, yet high performance material. Demand for cathodes for relining and new smelters accelerated in 2006
in line with the growth of demand for aluminum. We expect the aluminum industry to continue to grow in the medium-term.

We sell cathodes to all major aluminum smelters worldwide. According to our estimates, in 2006 our share of the market for cathodes in general
was nearly one quarter by sales and of the market for graphitized cathodes nearly one third by sales.

Non-ferrous metallurgical industries

Carbon electrodes serve as conductors of electricity in a furnace to generate sufficient heat to reduce silicon dioxide in a continuous process. The
production of silicon metal in furnaces that use carbon electrodes involves a process similar to that used for graphite electrodes, but at lower
temperatures.

Demand for carbon electrodes is directly related to the volume of silicon and phosphorus production. The main drivers of the silicon and
phosphorus markets are the needs of silicon for the semiconductor, solar, fertilizer and other industries. Silicon and phosphorus production, and
hence demand for carbon electrodes, has been relatively stable since the early 1990s. In 2001, demand declined significantly, primarily as a
result of the energy crisis in Brazil. Demand for carbon electrodes returned to stability in 2002. After a period of rather stable global demand
between 2003 and 2005, demand increased in 2006, which lead to higher prices.

The manufacture of high-quality carbon electrodes is a mature, capital intensive business that requires extensive engineering know-how
developed over years of experience working with the various raw materials and their suppliers, furnace manufacturers and steelmakers
(including working on the specific applications for finished electrodes). It also requires high-quality raw material sources and a developed
energy supply infrastructure. There have been no significant new entrants in the manufacture of carbon electrodes since the 1940s. Our primary
markets for carbon electrodes are the Americas and Europe. According to our estimates, in 2006 our share of the worldwide market for carbon
electrodes by sales was nearly half.

Manufacturing industries

Our key manufacturing industries are the chemical, energy (specifically energy generation, energy management, and energy efficiency),
semiconductor, aerospace and defense, and automotive industries.

Chemical industry

Our main products for the chemical industry include expanded graphite gaskets and foils for sealing applications, as well as heat exchangers,
columns, pumps and synthesis units from our process technology business line. Our main products for the electronic materials industry include
graphite parts (crucibles and molds) for LED (light emitting diode) production, and graphite for lithium-ion batteries. We have seen strong
demand and growth in the battery markets, especially in Asia, in the
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last three years. We expect LEDs to play an increasingly significant role in lighting applications due to the global trend to optimize energy
efficiency.

Energy industry

Our main products for the energy industry are graphite crucibles and molds for solar energy production, SiC-coated wafer-carriers for
solar-cells, expanded graphite for thermal management, and carbon composite materials for windmill rotor blades. We have a leading position in
graphite products for the solar markets in both Europe and North America. Strong demand and growth has been observed in solar markets. We
estimate that our global market share was approximately 20% in 2006. We expect that the trend towards bigger blades in the windmill industry
will significantly increase the demand for industrial grade carbon fibers and composite materials.

Semiconductor industry

Our products for the semiconductor industry include specialty graphites for semiconductor products, such as heaters, crucibles and susceptors.
Demand in the semiconductor market is highly cyclical. After a downturn during 2001 and 2002, the semiconductor market has recovered over
the last three years. According to management estimates we have a strong position in graphite products for the semiconductor markets in both
Europe and North America.

Aero