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8 AF BB E7 BB 83 E4 c73 240263.htm Chinese output set to
depress steel valuations Steel company valuations are poised for a fall
as increased Chinese output is cutting its reliance on imported
supplies. Chinall for long the main driver of surging demandl] is
making more of its own steellJ causing a potential excess of supply
In other parts of the world. Shares in BlueScopell Australias biggest
steel companyl] Odropped 15 per cent on Friday after it warned that
profits this year would Odrop sharply due to higher steel production
from China spilling into world markets] especially in Asia. Shares
In ThyssenKrupp of Germany felllJ along with other steel
companies such as the Anglo-Dutch Corus and Luxembourgs
Arcelord as investors reasoned that the BlueScope warning could
have repercussions for steelmakers globally. Last month Ulrich
Middelmannld deputy chairman of ThyssenKrupp was complaining
about the high price of many metals companies. Now[l however[]
he may be cheered by the fact that some of the steelmakers he might
be keen to purchase would soon start to look more affordable. After
a recent spate of consolidation in the industryl] many steelmakers
are looking at acquisitions. Large groups such as Arcelor and Mittal
Steel have snapped up smaller companies to give themselves more
power to dictate prices. After doubling in many markets in the
previous three years[] average prices for steel fell in the first six
months of this year. Howeverd they have edged up in recent weeks



[1 helped by an increase in manufacturers stocks in the US. That
trend now looks almost certain to go into reverse in the next six
months] even though the fall in prices seems unlikely to be
dramatic. The biggest culprit for the likely price decline is higher
production in China which is not being matched by stronger internal
demand. As a resultl] according to CRUL net imports into China
of steel sheet an important indicator for the industry will fall from
23m tonnes in 2003 to 6.5m tonnes next year and 4.2m tonnes in
2007. The likely fall in steel exports from other countries into China
does not look all that great but it promises to be enough to influence
global pricing trends. 100Test U D U O D OO0 Oodooodod
OO0O000000 www.100test.com



