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SUMMARY

The attached note summarises new information on possible increases in steelmaking capacity in
the non-OECD area collected since the publication of the last half-yearly report (DSTI/SI/SC(97)36).

Revised and additional information on the developments that are likely to take place during the
next three to four years show a possible increase in steelmaking capacity of more than 78 million tonnes
per year (tpy) in the whole non-OECD area, of which Southeast Asia (including China) accounts for
58 milliontpy. In other areas, changes in steelmaking capacity are less prominent. In Latin America,
interest is focusing more on ironmaking and flat rolling. In central and eastern Europe and NIS,
privatisation and modernisation isin progress, without much effects on steelmaking capacity.

ACTION

The document is for consideration at the Committee’s meeting on 29 May 1998.
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MAJOR DEVELOPMENTSIN STEELMAKING CAPACITY IN THE NON-OECD AREA

I INTRODUCTION

1 At its 51st meeting in November 1997, the Committee considered and approved the half-yearly
report on devel opments in steelmaking capacity in non-OECD countries (DSTI/SI/SC(97)36).

2. This document, which presents all changes that have occurred since the preparation of the
previous report, consists of five parts. an introduction; a summary report on developments of the steel
industry in Latin America (Part I1), in Africaand Middle East (Part 111), in Southeast Asia (Part IV) and in
eastern European countries and the NIS (Part V).

3. Details for al the projects -- including existing capacity and equipment, proposed additional
capacity and equipment, ownership and proposed start-up dates -- are presented in the attached tables. It
should be stressed that the purpose of the report is to present information and material gathered from a
variety of sources. The classification of projects and comments do not, in any way, represent a judgement
or imply aview on the feasibility or advisability of the projects.

1. DEVELOPMENTSOF THE STEEL INDUSTRY INLATIN AMERICA

4. A number of projects are under way, particularly in Brazil and Venezuela. In Brazil, the focusis
on flat rolling and galvanising, reflecting increasing demand from the automotive and household
appliance sectors, while in Venezuela, large-scale investment is occurring in direct-reduction facilities.

— InBrazil, CSN isplanning to set up anew 1.2 million tpy mini mill to produce hot/cold coils
and galvanised sheets. The company is proceeding with at least two other galvanising
projects, one of which is a joint venture with IMSA of Mexico. CST, a semifinished steel
manufacturer, is planning to expand its activity by installing a 2 million tpy hot-rolling mill.
Gerdau, Brazil's largest long-product manufacturer, is planning to move into flat products
with the creation of a subsidiary which is constructing a 300 000 tpy cold-rolling mill and a
200 000 tpy galvanising line. Usiminas is setting up a joint venture with Nippon Steel to
build a 400 000 tpy galvanising plant. The company is also installing a 1 million tpy cold-
rolling mill at its Ipatinga works. Investment in upstream facilities, on the other hand, is
very limited. In ironmaking, Belgo-Mineira is installing a new blast furnace (to be
operational by 2000), replacing four existing furnaces. A second blast furnace being built by
CST is expected to start up in May this year. In steelmaking, no investment plans have been
reported, except for the flat-rolling mini mill project by CSN.

- In Venezuela, the privatisation of Sidor was completed in January 1998. The consortium
which purchased the company announced a $600 million modernisation programme which
includes the modernisation of DRI facilities and the installation of a ladle furnace. This
modernisation could result in an increase in its steelmaking capacity of 500 000 tpy. Four
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companies are proceeding with the construction of DRI units, which is likely to increase
Venezuela's direct-reduction capacity by more than 7 milliontpy. In steelmaking, an
electric-furnace based slab plant is under consideration, but this is still at an initial stage.

— In the rest of the area, Siderar of Argentina is likely to move ahead with its pending plan to
construct a 2 million tpy new melt shop equipped with a thin-slab caster. In Trinidad and
Tobago, Essar Group of India is jointly studying a project to construct a 1.2 million tpy DRI
unit with a local company, Nasco Ltd.

1. DEVELOPMENTSOF THE STEEL INDUSTRY IN AFRICA AND MIDDLE EAST

Africa

5. In South Africa, Iscor is proceeding with the construction of a 1.25 million tpy flat-rolling mini
mill at Saldanha Bay. At the site adjacent to this project, the construction of a cold-rolling and
galvanising plant is under way as a joint venture between Swiss trader Duferco and the South-African
state-owned Industrial Development Corp. In Mozambique, a DRI/electric-furnace based slab plant, with
annual capacity of 3.4 million tonnes, is under consideration by Enron Corp of the United States and the
IDC. In Morocco, Sonasid was privatised in December 1997, and is planning to construct a 600 000 tpy
melt shop to feed its rolling mill.

Middle East

6. In Iran, a 550 000 tpy long-product mini mill is under construction by Nisco. The first phase of
the construction is expected to become operational by mid-1999. The company plans to install DRI
facilities and expand its steelmaking capacity to 1.8 million tpy in subsequent phases. In Qatar, a
1 million tpy slab mini mill is being evaluated by Qatar and Kuwait interests. In Egypt, ANSDK is
proceeding with its first flat-rolling mini mill. An 800 000 tpy capacity DRI unit, a 1 million tpy melt
shop with a thin-slab caster and a hot-strip mill have already been ordered. The start up is expected by
2000. In 1997, a decision was made to divide state-owned Hadisolb into three entities -- a steel plant and
two other activities -- in preparation for privatisation.

V. DEVELOPMENTSOF THE STEEL INDUSTRY IN SOUTHEAST ASIA

7. The economic crisis has resulted in having a number of projects being put on hold in east Asian
countries. However, quite a few remains under way.

- In India, many new projects are under way. Ispat, Jindal Vijaynagar and Nagarjuna are
proceeding with the construction of integrated steel mills to produce hot-rolled coils. Ispat is
installing a blast furnace through its subsidiary company, which is expected to be
commissioned in 1998. Jindal Vijaynagar is installing two Corex units, one of which is
expected to be put into operation in the second quarter of this year. Nagarjuna is relocating
used facilities from Spain. In the meantime, Tata Steel's project to construct a
10 million tpy greenfield integrated mill is facing a long delay, though the project has not
been abandoned. The company, on the other hand, continues the modernisation of its
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Jamshedpur works, which includes the replacement of existing open hearths with new LD
converters and an increase in continuous casting usage to 100 per cent.

- In Chinese Taipei, the Yieh Loong group is proceeding with the construction of a
7.5 million tpy integrated steelworks. The construction is expected to begin by late 1998.
The completion of the first stage is expected in 2002.

- In ASEAN countries', emphasis has been on flat rolling. Several large-scale investment
projects are in progress, despite the economic crisis. In Indonesia, the construction of a
1 million tpy flat-rolling mini mill by KS-Posco began in October 1997, but it is reportedly
facing a delay due to financia difficulties. The Indonesian Government is considering to
partly privatise Krakatau Steel and is seeking foreign investors to take a 10-20 per cent stake
in the company. In Malaysia, three flat-rolling projects are proceeding; the projects are
likely to raise the country’s capacity in hot-rolled coils by 4.1 million tonnes. The Jacinto
group of the Philippines started construction of a 1.25 million tpy flat-rolling mini mill in
August 1997; start-up is expected in 2001 or after. In Thailand, NSM commissioned a
1.5 million tpy flat-rolling mini mill in November 1997; and Siam Strip Mill is proceeding
with its 1.7 million tpy flat-rolling mini mill project, which is expected to start up in January
1999. In addition, a 1 million tpy cold-rolling mill by Siam United Steel is expected to be
commissioned in 1998. In the meantime, several other projects have been either cancelled or
put on hold, including the construction of Thailand’s first integrated steelworks by TSSI.
Vietnam has been studying the construction of a 4.5 million tpy integrated steelworks. The
project is still at an initial stage of planning, however.

— In China, restructuring of the state-owned steel sector is under way. The Government is
considering to reduce the 3.5 million workforce in the steel industry by 500 000 by 2000.
The Government is also proceeding with the merger of steelworks as a way to avoid
duplication in investment and to stimulate product rationalisation. In September 1997,
Hangang took over Wuyang Steel and Iron Co, and in March 1998, the plan to merge
Baoshan, Wuhan and Shanghai steelworks into a single entity was reported.

- In the field of investment, Baoshan’s third phase modernisation programme is in progress,
which could raise its steelmaking capacity by 3 million tpy by 2000. In March 1998, a
720 000 tpy cold-rolling mill and a tin plate line, both included in the programme, were
commissioned. Hangang is in process of building a 2.5 million tpy melt shop and flat-rolling
mill.

— The secretariat has revised the data on existing steelmaking capacity of China, based on the
latest figures compiled by Chinese Ministry of Metallurgical Industry. Its steelmaking
capacity in 1997 should be 118.4 million tpy. The figure for steelmaking capacity in 2000
has been revised accordingly, from 120.1 million tpy to 131.7 million tpy.

ASEAN countries include Brunei, Indonesia, Malaysia, the Philippines, Singapore, Thailand, Vietnam,
Laos and Myanmar.
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V. STEEL INDUSTRY DEVELOPMENTS IN CENTRAL AND EASTERN EUROPEAN
COUNTRIESAND THE NIS

Central and Eastern European countries’

8. In central and eastern Europe, privatisation of major steel mills is proceeding, but no capacity
increase in steelmaking is reported. In Bulgaria, the Government is privatising all the country’s three
steelworks. In Romania, a sizeable reduction in the workforce is planned in Sidex (Galati), in preparation
for privatisation. VSZ of Slovak Republic formed a joint venture with US Steel group of the Untied States
in February 1998 to produce tin plates.

New Independent States

9. In this area, very few changes in steelmaking capacity are noted; however, modernisation of
facilities is proceeding in some companies, mainly through the installation of converters and continuous
casters. In Russia, Magnitogorsk is installing its third converter which is expected to be commissioned by
the end of 1999. The company intends to replace all remaining open hearths with the new converter.
Nizhny Tagil has been re-building its production facilities since the early 1990s. Under the programme,
two continuous casters were installed, in 1995 and 1996. The company is planning to install two more
casters and a plate mill. In Ukraine, Donetsk and Krivoy Rog are installing continuous casters.

2. Central and eastern European countries include Albania, Bulgaria, Romania and the Slovak Republic.
Since the Czech Republic, Hungary and Poland are members of the OECD, they do not appear in this
report.



EXPLANATORY NOTES

Abbreviations used for equipment are:

BF

EPIF
Corex
DR

Iron Carbide
OH
LD
BS
EF

EOCF
CC

SLM
BLM
BTM
WR
STR
Plate
Hot
SMLS
Cald
HGL
EGL
Tin plate
ERW

Blast furnace, of which:

-- charcoal

-- coke-based

-- mini

Electric pig iron furnace
Corex ironmaking unit
Direct reduction unit, of which
-- Codir

-- Finmet

-- Fior

- HYL

-- Krupp

-- Midrex

-- Plasma

- SLRN

Iron Carbide

Open hearth furnace

LD Basic oxygen furnace
Basic Bessemer converter
Electric arc furnace, of which
--DC

Energy optimising furnace
Continuous casting machine, of which
--dab

-- thin dlab

-- bloom

-- billet

-- round billet

Slabbing mill

Blooming mill

Billet mill

Wirerod mill

Bar, section, shape, beam or angle mill
Plate mill

Hot strip mill

Seaml ess tube mill

Cold strip mill

Hot-dip galvanising line
Electro galvanising line

Tin plate

Electric-resistance welded pipe mill

DSTI/SU/SC(98)14
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2. Capacity figures are nominal or rated capacity. The unit of capacity figuresis athousand tonnes per year,
unless otherwise stated.

3. “Existing capacity” and “Existing equipment” are those estimated at the end of 1997. “Capacity” in 2000 is
that estimated at the end of 2000.

4. The capacity figures given in this report have been estimated on the basis of the most reliable information
available. Nevertheless, as the information sources are limited, many of the capacity figures quoted relate to the
nominal or rated capacity. In some cases, however, nominal capacity figures have been modified in line with data on
actual production or aims of modernisation projects.

5. The “Ownership” column shows a distinction between state-owned plants or projects (S) and those which
are privately-owned (P).

6. Sources of information are indicated in the column “Source”. The sources given relate to developments

since September 1997 in principle. Listed capacity figures are not necessarily identical to these sources’ estimates.
The abbreviations used in the “Source” column are:

AMM American Metal Market

MB Metal Bulletin

MBM Metal Bulletin Monthly

ISWW Iron and Steel Works of the World (published by Metal Bulletin Books)

ST Steel Times

TS Tekko Shimbun (published in Japan)

SS Sangyo Shimbun (published in Japan)

SEAISI South East Asia Iron and Steel Institute Newsletter

FT Financial Times

WSJ Wall Street Journal

IHT International Herald Tribune

NW Nikkei Weekly

CNN Cable News Network (on the Internet)

DJ Dow Jones Newswires (on the Internet)

Reu Reuters Ltd (on the Internet)

Bday Business Day (published in Thailand, on the Internet)

Bpost Bangkok Post (published in Thailand, on the Internet)
The Economic Times (published in India, on the Internet)

FE The Financial Express (published in India, on the Internet)

Hindu The Hindu (published in India, on the Internet)

ManiB Manila Bulletin (published in the Philippines, on the Internet)
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