


“Poor returns over the long term,

high volatility,

relatively small size and constrained liquidity

has moved the steel sector

to the fringe of the equity investment universe”
ABN Amro (early this decade)
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Global economic growth - synchronised

Global steel demand, especially China
Supply/demand gap in China

Industry behaviour in OECD/privatisations
Input costs

Different pattern for capacity additions
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OECD Leading Indicators
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GDP % Growth - Emerging Economies
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Global Steel Demand - lISI Base Case
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By 2010, China
may be 35% of
global demand,
vs 27% in 2003
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Total Chinese Steel Imports
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Estimated Chinese Industry Capacity Expansion from 2002 vs 2006

(million tonnes)
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Production Share of Top 3 Steelmakers in Each Region

(%, 1998 vs 2003)
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Aus-Japar iron Ore Reference Prices

L7
o

P

o
o3

USc per Hu (FOB!}
(a3
e

Lk
£

Pl

Pod
-
2003

2002 -
2004

2000 -
2001 -

1997
1998
1999 -

Source ; ANZ Bank "Resources Market Oullook’, Mar 04, Tex Report

Aus-Japan Coal Reference Prices

S 35

Hard Coking Coal
Thermal Coal

1997
18488
19484
20071 -
2002

2004

2000



ity

| Capac

ICd

Seaborne Iron Ore Demand Vs Theoret

)

tonnes

million

(

DEMAND

Forecast

[}
S
@
£=
pr o)
o

Theoretical capaci

China
Japan

2010

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

7

1

Source: HS!



Capesize Fleet Capacity (Million DWT)

Shipping rates (Index)
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Global economic growth - synchronised

Global steel demand, especially China
Supply/demand gap in China

Industry behaviour in OECD/privatisations
Input costs

Different pattern for capacity additions
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Don’t expect a weak Chinese economy any time soon

Steel prices are likely to remain high for some time

Pressure for structural change in finished products pricing

An inflationary phase?
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