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World steel industry faces
215t century challenges

Guy Dolle, CEO
Arcelor

OECD--1ISI Conference, Paris, January 2005
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H ' World steel consumption evolution
over 130 years
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Steel intensity is dependant on
development level
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E' Steel consumption growth is moving
: to developing regions
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Consumption growth and low-cost
production bases: Arcelor moving to most
attractive areas
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! ' Value creation in steel industry
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e The consolidation of steel T o

210

Size of steel companies is increasing
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industry is in progress at o jr
international level: - )
- Arcelor 130 /
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- JFE —— o
- Nippon Steel, Kobe, Sumitomo 90 ~—

- USSteel and National Steel 70
000 50 T T T T T T ‘
1970 1975 1980 1985 1990 1995 2000 2005

-&- Production of 5 Largest Steel Producers

e \With cross regional groups emerging over 50 Mt/year,
consolidation will continue

e Moves to produce steel closer to ore or energy sources will go one
e None of the 10 largest steel producers was multi-regional in 1990, they

are 3in 2004
*yarcelor
E ' Concentration level : Herfindahl-Hirschman
: index for the steel industry

e Despite regional improvements, the consolidation of
steel remains very low
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; ' Evolution of international trade of steel
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has surged from 8 % of world steel

production in 1971 to 23% in 2002
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v Evolution of steel prices in real (constant)
terms

§ Steel prices remain cyclical and the 2004 increase has
only returned to 1994 level, far below 1989 level.
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Arcelor productivity ratios :
working hours/tonne in different activities.

Coils eIndustrial labour

HDG 3,2 eIndustrial labour

Tin-plated sheets Industrial labour
Wiredrawing 20,6
Rebars *Spanish factories, industrial labour

Stainless sheets 6,0  eIndustrial labour
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Volume effect: fixed & variable expenses
(2003 year full cost including amortization in €/tonne)

Coil (BF route)

67
‘D total : 230 €/tonne

163

O fixed 29% M variable 71%)

Coil (EAF route)
31

total : 285 €/tonne
Analysis based on CRU model 254
figures
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@ ' New theats to steel Industry

> NEW ENVIRONMENTAL CONSTRAINTS
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» MATERIALS SUBSTITUTION

» COMPETITION DISTORTION
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In the long run, consolidation and fair trade
| behaviour is the only possible way
e World steel consumption will be around 1400 Mtpy by 2015

e When top 5 to 10 steel producers represent 50% of world
production, cyclicity will be reduced

e Major players in the range of 70 to 140 Mt per year will arise,
through alliances, acquisitions, or mergers

e Some markets will remain very local, more will be globalized,
and not only in automotive, domestic appliances or packaging

e Subsidies as well as tariffs have to disapear and more

discipline must be developed, under an international
authority, as it has been done in Europe in the past
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