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Mittal Steel is also among a number of companies - others include Severstal of MARKET
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gel il giell s | =] 2 =SB oth companies are expanding domestically and are also considered to have a lot
of potential to build up strength outside their home nations.

Companies such as Arcelor and Germany's Thyssen-Krupp, which have most of
their plants in high-cost countries, are expected to want to continue their efforts to
expand in regions such as Asia and south America. Here, steel plants not only
cost less to run but are closer to what are likely to be the main markets for the
metal in the next 20 years.
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Associates, a New York metals consultancy. "All around the world there is a hunt
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BS Dpinion Poll* The biggest factor that has lifted the fortunes of the industry in the past three years '
- - has been rapid growth in demand for steel in China - the world's biggest steel N R I S:
ill the enquiry about . .
market rally yield results? producer and also the largest steel market - which has led to a doubling of global Zeru Balance
steel prices over this period. Aﬂﬂﬂunt*

The drive towards mergers - led by Mittal, which has pushed through several Hurry!
acquisitions including taking over several companies in eastern Europe - has also
created bigger companies with more power to dictate prices. Cﬁ:“l financial

E SUBMIT "The number of rogue companies in the business that are likely to disturb the A PERSONAL
market, by announcing additional capacity when demand is fairly high, is a lot LOAN

lower than a few years ago," says Peter Fish, managing director of Meps, a UK
steel consultancy. "That has given the sector greaterstability.” APPLY NOW

These changes have been evident in the past few months. Following a big o
downturn in steel prices in the first half of 2005, prices for basic steel have BI]SIHESS btﬂl}dﬂl’d
ADVERTISE .= unexpectedly started to climb since mid-summer.
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WITH Vg lAccording to globalprice indices published by Meps, basic steel has been selling SUBSG RI BE &

this month for $568 a tonne, compared with $528 in July and $653 in December
us b00s. P d ACCESS LATEST BUSINESS

ANALYSIS AND MUCH

Mirroring this pattern, share prices of quoted steel stocks since early July have MORE
outperformed world stock markets by 18 per cent, resuming the generally good
record of steel share prices between 2000 and the end of 2004 (see chart).
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Most analysts' profitsprojections for steelmakers for next year are fairly high,
particularly for the low-cost producers outside western Europe and northAmerica. I

As far as the future isconcerned, not everyone isparticularly upbeat. About Us

Bruno Bolfo, chairman and owner of Switzerland-based Duferco, the world's
biggest steel trader, says he is "pessimistic" about the direction of prices in 2006.

Partner with Us

. . . . . Jobs@BS
That is mainly because he sees steel producers in China starting to add to clesiy

capacity.

Advertise with Us

That could lead to more metal from the country channelling into world markets,

leading to lower prices and reduced earnings by the industry as a whole. UELIE Eite Ce e e

According to some analysts, higher Chinese output and a slowing of consumption
in the country mean China is likely to move from being a net importer of 13m
tonnes of steel last year to a net exporter - of 7m tonnes this year, and of 10m
tonnes next.

\While this does not sound like a huge change, it could be enough to alter the fairly
healthy state of the inter-national industry.

Assuming steel chiefs accept the likelihood of this scenario, they are all the more
likely to want to continue the effort towards consolidation as a way to protect
themselves from the potentially negative consequences.
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