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Steel: The Mergers 
Aren't Over Yet 
Europe's Arcelor has slipped to No. 2, but CEO 
Dollé is shopping for acquisitions 

You would think that Guy Dollé, the cerebral CEO of 
Europe's leading steelmaker, Arcelor, would have 
mixed feelings about Lakshmi N. Mittal. After all, 
when Mittal announced last fall that he was creating 
the world's largest steel company by buying U.S.-
based International Steel Group Inc. (ISG ), the 
Indian-born investor knocked Dollé's company into 
second place. But Dollé applauded. "It's a very 
positive signal to the industry that it has to move and 
consolidate," he says. "In coming years you will see a 
speeding up of mergers and acquisitions in the steel 
industry." 
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• Find More Stories Like Thissteel titans to survive that wave. The Luxembourg 
company was born out of the $10 billion union of 
three of Europe's top producers -- France's Usinor, 
Luxembourg's Arbed, and Aceralia of Spain -- in 2002. Dollé, a veteran Usinor 
exec who became CEO at merger time, now wants to continue the process in 
Asia and North America, possibly even striking a deal with U.S. Steel (X ) or 
Nucor (NUE ). And some analysts believe he can pull it off. "Mittal and Arcelor are 
a sure thing to lead this consolidation," says Peter F. Marcus, managing partner 
of World Steel Dynamics Inc.

Better market conditions are spurring the pace of M&A. After falling for years, 
steel prices began to rise in late 2003 and have stayed up ever since. Chinese 
demand -- the main driver -- is expected to surge by 11% this year, to 290 million 
metric tons, or 29% of the global market. Arcelor managed to raise its prices 
dramatically for 2005, winning 20% to 50% increases in annual contracts with car 
and packaging companies. Arcelor's shares are up 32% in the past year. And on 
Feb. 17, it's expected to report 2004 operating profits of $4.2 billion -- over four 
times 2003's net -- on revenues of $39 billion, according to Michael Shillaker, an 
analyst at CSFB in London.

Dollé will need this financial strength if he wants to double Arcelor's size -- and 
that may be necessary to compete. Many analysts believe that, in coming years, 
the fragmented industry will consolidate into four to six global behemoths, each 
with 80 million to 100 million metric tons of production capacity. In 2004, Mittal's 
estimated output of 58 million metric tons was about 16% larger than Arcelor's.

Arcelor is taking steps to match Mittal's growth. With 30% to 35% of the European 
market, it can't grow at home, and is largely absent from the U.S. and Asia. But 
the recent takeover of Brazil's Companhia Siderúrgica de Tubarão vaulted Arcelor 
to the top spot in Latin America. It has also signaled that it will bid for Erdemir, 
Turkey's largest steelmaker, which will be privatized later this year. In Japan, 
Arcelor has inked an R&D partnership with Nippon Steel.

In the U.S., the world's second largest market after China, Dollé admits he's on 
the hunt. But a new plant built from the ground up is out of the question: "An 
acquisition, partnership, or merger" is the way to go. The timing is right, given 
Arcelor's stock price, strong balance sheet, and the weak dollar. Among the top 
candidates are a handful of North American players analysts consider too small to 
succeed solo, including AK Steel (AKS ), Dofasco, Schnitzer Steel Industries 
(SCHN ), and Steel Dynamics (STLD ). Bigger deals may also be possible. For 
now, neither Nucor nor U.S. Steel -- the largest U.S. players -- can match Mittal's 
global presence, points out Mary V. O'Connor, an analyst at New York's Locker 
Associates. A friendly hookup would help them survive. "Dollé's reputation is likely 
to attract merger partners who believe he can get the job done," adds WSD's 
Marcus.

Dollé also acknowledges that steel is a cyclical industry and that a slowdown in 
demand is inevitable. Like Mittal, he's betting that consolidation will mean that 
steelmakers -- who have been prone to overproduce when prices fall -- will 
exercise restraint this time. "It's better to cut production to avoid the price 
collapses," he says. With size, he hopes, will come a new sense of discipline.

Need Help? Find experts in 

your area in:

Accounting
Advertising
Legal Services
Marketing
MBAs
Network Security
Public Relations
Web Conferencing
Web Design

http://www.businessweek.com/@@51QZpoUQfQnhkwQA/magazine/content/05_08/b3921120.htm (2 of 5)8/23/2005 9:53:27 AM


http://www.businessweek.com/magazine/content/05_08/c3921059_mz013.htm
http://www.businessweek.com/magazine/content/05_08/b3921062.htm
http://www.businessweek.com/magazine/content/05_08/b3921070_mz054.htm
http://www.businessweek.com/magazine/content/05_08/b3921079.htm
http://www.businessweek.com/magazine/content/05_08/b3921082_mz057.htm
http://www.businessweek.com/magazine/content/05_08/b3921086.htm
http://www.businessweek.com/magazine/content/05_08/b3921090_mz017.htm
http://www.businessweek.com/magazine/content/05_08/b3921093_mz063.htm
http://www.businessweek.com/magazine/content/05_08/b3921099.htm
http://www.businessweek.com/magazine/content/05_08/b3921102_mz020.htm
http://www.businessweek.com/magazine/content/05_08/b3921113_mz056.htm
http://www.businessweek.com/magazine/content/05_08/b3921114_mz016.htm
http://www.businessweek.com/magazine/content/05_08/b3921117.htm
http://www.businessweek.com/magazine/content/05_08/b3921123_mz021.htm
http://www.businessweek.com/magazine/content/05_08/b3921127.htm
http://www.businessweek.com/magazine/content/05_08/b3921130_mz070.htm
http://www.businessweek.com/magazine/content/05_08/c3921140.htm
http://www.businessweek.com/magazine/content/05_08/b3921144_mz026.htm
http://search.businessweek.com/Related?related=http://www.businessweek.com/@@51QZpoUQfQnhkwQA/cgi-bin/register/archiveSearch.cgi?h=05_08/b3921120.htm&sortBy=pubDate%20desc
javascript: void showTicker('X')
javascript: void showTicker('NUE')
javascript: void showTicker('AKS')
javascript: void showTicker('SCHN')
javascript: void showTicker('STLD')
http://businessweek.directorym.com/?CategoryId=2111&Title=Accounting&DirectoryId=&RegionCode=
http://businessweek.directorym.com/?CategoryId=3988&Title=Advertising+%26+Marketing&DirectoryId=&RegionCode=
http://businessweek.directorym.com/?CategoryId=3195&Title=Legal+Services&DirectoryId=&RegionCode=
http://businessweek.directorym.com/?CategoryId=3988&Title=Marketing&DirectoryId=&RegionCode=
http://businessweek.directorym.com/?CategoryId=1878&Title=MBAs&DirectoryId=&RegionCode=
http://businessweek.directorym.com/DM/?DirectoryId=4789
http://businessweek.directorym.com/?CategoryId=2153&Title=Public+Relations&DirectoryId=&RegionCode=
http://businessweek.directorym.com/?CategoryId=9199&DirectoryID=4784&RegionCode=NATL
http://businessweek.directorym.com/?CategoryId=9141&Title=Web+Design&DirectoryId=&RegionCode=


Steel: The Mergers Aren't Over Yet

Inside Wall Street

Figures of the Week

Editorials

INTERNATIONAL 

EDITIONS

International -- Readers 

Report

International -- Finance

International -- Int'l 

Figures of the Week

International -- Editorials

BUSINESS DIRECTORY 
Find local experts in:

 

PREMIUM CONTENT 

MBA Insider 

ONLINE FEATURES
Columnists

Book Reviews

BW Video

Interactive Gallery

Newsletters

Past Covers

By Stanley Reed in London with Adam Aston in New York

Need Help? Find experts in your area in:

Accounting
Advertising
Legal Services
Marketing
MBAs
Network Security
Public Relations
Web Conferencing
Web Design

 BW MALL  SPONSORED LINKS 

●     Free Trial: BPM Process Modeling for your Business  Savvion's Process 
Modeler provides comprehensive BPM from modeling to process execution 
and management. Easy to use visual tool allows simulation before 
implementation. Download Free Modeler Tool now. 

●     $160,000 Mortgage for Under $785/Month  Refinance your mortgage and 
save $1000s. Compare up to 4 free quotes - No Obligation! 

●     $200,000 Mortgage As Low As $690/Mo  Get up to 4 mortgage, refinance, or 
home equity offers from leading lenders. Easy and fast online form. All 
credit welcome. Apply today and lock in a low rate! 

●     Online Mortgage Quotes In Minutes - Free  Get a $200,000 mortgage for as 
low as $634/mo. Also check out our low home equity & refinance offers. 
Bad credit, bankruptcy, or poor credit is OK - US residents only. 

●     Mortgage Refinancing - Act Now While Rates Are Still Low  Reduce your 
monthly payments, consolidate debt, access your cash. 100s of lenders 
compete for your loan. Up to 4 quotes in 24 hours. It's Fast, Free and Easy. 
Click Here To Get Started. 

Buy a link now! 

Get BusinessWeek directly on your desktop with our RSS feeds.

Add BusinessWeek news to your Web site with our headline feed.

http://www.businessweek.com/@@51QZpoUQfQnhkwQA/magazine/content/05_08/b3921120.htm (3 of 5)8/23/2005 9:53:27 AM

http://www.businessweek.com/magazine/content/05_08/b3921147_mz027.htm
http://www.businessweek.com/magazine/content/05_08/b3921153_mz028.htm
http://www.businessweek.com/magazine/content/05_08/b3921156_mz029.htm
http://www.businessweek.com/magazine/content/05_08/c3921158_mz030.htm
http://www.businessweek.com/magazine/content/05_08/c3921158_mz030.htm
http://www.businessweek.com/magazine/content/05_08/b3921162_mz035.htm
http://www.businessweek.com/magazine/content/05_08/b3921165.htm
http://www.businessweek.com/magazine/content/05_08/b3921165.htm
http://www.businessweek.com/magazine/content/05_08/b3921167_mz037.htm
http://www.businessweek.com/bschools/mbainsider/index.html
http://www.businessweek.com/common/columns.htm
http://www.businessweek.com/lifestyle/books.htm
http://www.businessweek.com/mediacenter/
http://www.businessweek.com/slideshows/index.htm
http://www.businessweek.com/common/newsletters.htm
http://www.businessweek.com/search/05brows1.htm
http://businessweek.directorym.com/?CategoryId=2111&Title=Accounting&DirectoryId=&RegionCode=
http://businessweek.directorym.com/?CategoryId=3988&Title=Advertising+%26+Marketing&DirectoryId=&RegionCode=
http://businessweek.directorym.com/?CategoryId=3195&Title=Legal+Services&DirectoryId=&RegionCode=
http://businessweek.directorym.com/?CategoryId=3988&Title=Marketing&DirectoryId=&RegionCode=
http://businessweek.directorym.com/?CategoryId=1878&Title=MBAs&DirectoryId=&RegionCode=
http://businessweek.directorym.com/DM/?DirectoryId=4789
http://businessweek.directorym.com/?CategoryId=2153&Title=Public+Relations&DirectoryId=&RegionCode=
http://businessweek.directorym.com/?CategoryId=9199&DirectoryID=4784&RegionCode=NATL
http://businessweek.directorym.com/?CategoryId=9141&Title=Web+Design&DirectoryId=&RegionCode=
http://links.industrybrains.com/click?sid=46&scid=1053&rqctid=372&pos=1&lid=327504&cid=42109&pr=2&tstamp=20050823134704&url=http://www.savvion.com/forms1/process_modeler.htm%3fsrc%3dI_BW3
http://links.industrybrains.com/click?sid=46&scid=1053&rqctid=372&pos=2&lid=300158&cid=4849&pr=2&tstamp=20050823134704&url=http://www.lowermybills.com/lre/index.jsp%3fsourceid%3dseoibrconlre110104a2
http://links.industrybrains.com/click?sid=46&scid=1053&rqctid=372&pos=3&lid=320225&cid=4372&pr=2&tstamp=20050823134704&url=http://tx.adprofile.net/tx/r%3fCID%3d53149%26M%3d0%26SID%3dKE13798966%26KWID%3dLow%2bMortgage%2bHome%2bEquity%2bAnd%2bRefinance%2bQuotes
http://links.industrybrains.com/click?sid=46&scid=1053&rqctid=372&pos=4&lid=337860&cid=46371&pr=2&tstamp=20050823134704&url=http://tx.adprofile.net/tx/r%3fCID%3d67962%26M%3d0%26SID%3dKE13798934%26KWID%3dGreat%2bMortgage%2bRefinance%2bAnd%2bHome%2bEquity%2bRates
http://links.industrybrains.com/click?sid=46&scid=1053&rqctid=372&pos=5&lid=172091&cid=6539&pr=2&tstamp=20050823134704&url=https://www.loanhounds.com/cgi-bin/securemortgageloan.pl%3fmode%3dquick_signup%26loanPromo%3dgeneric_landing%26referrerID%3dbwk006
http://www.industrybrains.com/businessweek/
http://www.businessweek.com/search/rssfeed.htm
http://www.businessweek.com/search/rssfeed.htm
mailto: howard_manus@businessweek.com


Steel: The Mergers Aren't Over Yet

BLOGS
Blogspotting

Brand New Day

Deal Flow

Economics Unbound

Hot Property

Tech Beat

Well Spent

TECHNOLOGY

J.D. Power Ratings

Product Reviews

Special Reports

Tech & You Podcast

Wildstrom: Tech Maven

INNOVATION 
& DESIGN

Home Page

Architecture

Brand Equity

Car Buff

Game Room

SMALLBIZ

Smart Answers

Success Stories

Trailblazing Companies

INVESTING

Annual Reports

BW 50

S&P Picks & Pans

Stock Screeners

Free S&P Stock Report

SCOREBOARDS
Mutual Funds

Click to buy an e-print or reprint of a BusinessWeek or BusinessWeek Online 
story or video.

To subscribe online to BusinessWeek magazine, please click here.

Learn more, go to the BusinessWeekOnline home page

http://www.businessweek.com/@@51QZpoUQfQnhkwQA/magazine/content/05_08/b3921120.htm (4 of 5)8/23/2005 9:53:27 AM

http://www.blogspotting.net/
http://www.businessweek.com/the_thread/brandnewday/index.html
http://www.businessweek.com/the_thread/dealflow/index.html
http://www.businessweek.com/the_thread/economicsunbound/index.html
http://www.businessweek.com/the_thread/hotproperty/index.html
http://www.businessweek.com/the_thread/techbeat/index.html
http://www.businessweek.com/the_thread/wellspent/index.html
http://www.businessweek.com/technology/
javascript:popup('http://images.businessweek.com/tc/jdpower/cable_sat/index.htm', 770, 500);
http://www.businessweek.com/technology/index.html#reviews
http://www.businessweek.com/technology/index.html#special
http://www.businessweek.com/technology/wildstrom.htm
http://www.businessweek.com/technology/wildstrom.htm
http://www.businessweek.com/innovate/index.html
http://www.businessweek.com/innovate/index.html
http://www.businessweek.com/innovate/index.html
http://www.businessweek.com/innovate/architecture/index.html
http://www.businessweek.com/innovate/brandequity/index.html
http://www.businessweek.com/innovate/carbuff/index.html
http://www.businessweek.com/innovate/gameroom/index.html
http://www.businessweek.com/smallbiz/
http://www.businessweek.com/smallbiz/index.html#smart
http://www.businessweek.com/smallbiz/index.html#success
http://www.businessweek.com/smallbiz/index.html#offbeat
http://www.businessweek.com/investor/
http://businessweek.ar.wilink.com/asp/A435_search_results_ENG.asp?
http://www.businessweek.com/bw50/
http://www.businessweek.com/investor/list/pics_toc01.htm
http://prosearch.businessweek.com/businessweek/general_free_search.html
http://research.businessweek.com/spreports_files/report_free.asp
http://bwnt.businessweek.com/mutual_fund
http://www.businessweek.com/reprints.htm
http://www.businessweek.com/register.htm
http://www.businessweek.com/


Steel: The Mergers Aren't Over Yet

Info Tech 100

S&P 500

B-SCHOOLS

MBA Profiles

MBA Rankings

Who's Hiring Grads

BW EXTRAS
BW Digital

Dashboard Widgets

Handheld Edition

RSS Feeds

Podcasts

Reprints/Permissions

Conferences

Investor Workshops

Research Services

 

Copyright 2005, by The McGraw-Hill Companies Inc. All rights reserved.

Terms of Use | Privacy Notice 

Media Kit | Special Sections | MarketPlace | Knowledge Centers 

 

   

http://www.businessweek.com/@@51QZpoUQfQnhkwQA/magazine/content/05_08/b3921120.htm (5 of 5)8/23/2005 9:53:27 AM

http://www.businessweek.com/it100
http://www.businessweek.com/bw50
http://www.businessweek.com/bschools/
http://www.businessweek.com/bschools/04/geographic.htm
http://www.businessweek.com/bschools/04/
http://bwnt.businessweek.com/recruiting/index.asp
http://www.zinio.com/singles?issn=0007-7135
http://www.businessweek.com/download/widget/index.html
https://my.avantgo.com/account/sub_results.html?added_cat=&offsite=1
http://www.businessweek.com/search/rssfeed.htm
http://www.businessweek.com/search/rssfeed.htm
http://www.businessweek.com/search/podcasting.htm
http://www.businessweek.com/search/podcasting.htm
http://www.businessweek.com/reprints.htm
http://conferences.businessweek.com/
http://pro.toolbox.businessweek.com/bwt/home1.asp
http://mediakit.businessweek.com/packages.html#rs
http://www.mcgraw-hill.com/
http://www.businessweek.com/cgi-bin/redirect?url=%2Fcopyrt.htm
http://www.businessweek.com/cgi-bin/redirect?url=%2Fprivacy.htm
http://mediakit.businessweek.com/
http://www.businessweek.com/adsections/
http://www.businessweek.com/marketplace/
http://knowledgecenter.businessweek.com/
http://oascentral.businessweek.com/RealMedia/ads/click_lx.ads/businessweek.com/magazine/2008180305/Frame1/default/empty.gif/34346130663532373433306236323730?

	businessweek.com
	Steel: The Mergers Aren't Over Yet


	IOLLDGLCICNDFLEHFFFAGHOPLBLPJMPG: 
	form1: 
	x: 
	f1: 
	f2: BusinessWeek

	f3: 

	form2: 
	x: 
	f1: [regionset0]


	form3: 
	x: 
	f1: STOCK LOOKUP





