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Chicago firm interested in Wheedling-Pitt

By ADAM TOWNSEND, For The Times Leader

THE CHICAGO firm Esmark has been identified as the second potentia buyer
for Wheeling-Pittsburgh Steel.

A steel industry analyst commented Monday on the possible business strategies
of the two companies that have reportedly made bids to purchase Wheeling-
Pittsburgh Steel Corp.

Three independent sources last week confirmed that Brazilian steelmaker CSN
and an American company both had made bids to purchase Wheeling-Pittsburgh
Steel. News reports over the Easter weekend stated the American firm in
guestion was Esmark, a Chicago-based steel distributor.

Neither Wheeling-Pitt nor Esmark would confirm or deny the negotiations, and
no one answered repeated phone calls to CSN's Rio de Janeiro and Sao Paulo
officesin Brazil. But according to independent sources who did not wish to be
named because of ongoing negotiations, Esmark's bid included provisions
guaranteeing no union layoffs, while CSN's offer would likely result in layoffs.

New Y ork steel analyst Michael Locker said Monday that this assessment made
sense. He said that while the 3-year-old Esmark is a steel distributing and
finishing company, CSN has significant slab production capabilitiesin Brazil.

"The only thing people could be speculating on is CSN has alot of capacity in
Brazil," Locker said, but he stressed that exporting slabs for finishing in the
United States is "not a cheap or easy proposition, logistically or cost-wise."

CSN currently owns a non-union finishing mill in Indiana.

Esmark, on the other hand, may be looking to purchase Wheeling-PFitt so the
young distributor can have an in-house manufacturer to purchase raw steel at
cost.

"If Esmark were going to make steel, they'd have to make it at Wheeling-Fitt,"
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Locker said about the ramifications of a buyout by the American firm.

In aprepared statement Esmark released Friday, the company neither confirmed
nor denied its reported bid for Wheeling-Pitt, but it touted its good relationship
with the United Steelworkers.

Esmark Chief Executive Officer James Bouchard also said in the statement that
Esmark has $200 million in cash with which to participate in the consolidation of
the U.S. steel industry. Furthermore, Bouchard said Esmark was exploring the
possibility of moving the company's headquarters from Chicago to Pittsburgh in
2007 at the urging of USW President Leo Gerard.

Wheeling-Pitt would not confirm or deny Esmark’s reported bid, either.

"There is no comment from the company,” said Wheeling-Pitt spokesman Jim
Kosowski on Monday. "As I've said, we're not commenting on any of these
reports.”

Analysts this year have said that Wheeling-Pitt is ripe for a buyout, not only
because of its faltering finances - the corporation posted a net loss of $33.8
million for 2005 - but aso because of market conditions. Mittal Steel set the
trend toward industry consolidation when it made a hostile bid to purchase its
nearest competitor, Arcelor, the world's second-largest steelmaker.
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