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Concem grows over local steel shortage

PHUSADEE ARUNMAS ’

pation of work starting on government
megaprojects. As well, global demand

- would be pushed up by reconstruction -
following the earthquake in China and

the cyclone in"Burma.:

manufacturers,” distriputors and im-
porters for weekly reports on their stocks
and has dispatched officials to mspect
stocks o prevent hoarding,

later this week or early next week to
discuss ways of ensufing adequaté steel
il supplies, smd Yanyong Phuangmch, the

The Commerce Mmstry has asked -

The ministry’s Department of Internal ~
Trade Plans talks with industry executives’

' department's\dlrecmr-gmeral

" - An Industry source said there were
Concem is mountlng about a posaible\ :

steel shortage as demand risés in antici- -

signs of price speculationi by traders ‘who

* believe the department will approve in-
- CTeases msteelpnce&ACommerce Min-

istry source said "that officials had
tentatively. approved higher pnces for
“steel bar and shéets.

" Lastweek, local contractors threatened
to boycott government projects uniess
authorities acted within 30 days to deal
with skyrocketing material pdees.

The source said steel bar pnceswould
increase by eight or nine baht per kilo-
gramme from 28-baht, or to at least
36,000 baht per tonne. The new price

. for steel sheet would be 39-49 baht pex

kg, up from 30-31 baht currendy. .

“Steel manufacturers have been asking

to raise prices since the end oprrﬂ but
the ministry asked them jnstead to help
hold. the prices for a:while and they

- agreed, but now the price of raw materials
have risen markedfy, partially on ex- -

- pected higher demand from China to

 rehabilitate {buildings) damiaged by the

earthquake,”’ the source said.

Vikiom Vajarakupta, executive director .

of the Iron and Steel Institute ofThaﬂand

said world prices remained relatively .

“high, with hot-rolled steel at US$500 to
$1,000 per tonne.compared with about
$600 at the end of last year. -

He predicted prices would eage later
‘this year on ebbing demand in a slowing
world economy, He estinated Thailand's

. steel dermand at'13 million tonnes this
year, a rise of 3-5% from last year.
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agreement from two other major shipbuilders, Unlversal Shipbuilding and
IHI Marine United, for a similar-sized price rises. Meanwhile, Toyota’s
president Katsuaki Watanabe has publicly confirmed that the carmaker is
close to an agreement with steelmakers on price increases, though he did
not say by how much they would be. According to a report in the Japanese
media during the weekend, Toyota has agreed to a rise in the “upper Yen
20,000/t range” with Nippon. The steelmaker declined to comment. The
increase, the second in two years, will push the price of automobile steel
beyond the Yen 100,000/t mark for the first time. The report also claimed
that Toyota is expected to also reach a final deal of a hike around 30% on
auto steel products with Kobe Steel as early as this week.

Wire and bar hikes

Kobe will likely raise steel wire and bar prices by Yen 30,000-35,000/t to
Yen 140,000-145,000/t on average. The hikes will reportedly be applied
retroactively, starting from products shipped in April. Toyota and Nissan
have said that the higher prices mean that they will be forced to hike car
prices, despite sluggish demand in their key markets of Japan and the US.
The developments in Japan also indicate that steel companies are
beginning to succeed jn pushing the higher cost of raw materials and other
inputs on to their customers.

Panzhihua starts group listing process

China's Panzhihua Steel Group has formally started its group’s listing plan
through its Shanghal-listed subsidiary Panzhihua New Steel & Vanadium.
Currently, Panzhihua Steel Group owns 83% of Chengdu Steel, 85% of
Panzhihua Steel Limited and 25% of Chongging Titanium Industry.
Panzhihua Steel Limited in furn holds 48% of Panzhihua New Steel &
Vanadium while Changcheng Special Steel is 32% owned by Panzhihua
Steel Limited and 17% of Panzhihua Group. Changcheng Special Steel
owns 53% of the listed Changcheng Special Steel Co Ltd. Panzhihua New
Steel & Vanadium says it will issue 749m of shares to its parent Panzhihua
Steel Limited, Panzhihua Steel Group, Chengdu Steel and Changcheng
Special Steel, acquiring their assets worth Yuan 7.19bn (§103m). The plan
inciudes Panzhihua New Steel & VVanadium absorbing Chongging Titanium
industry and the listed Changcheng Special Steel Co Ltd. Both of those
companies’ legal entity will then be removed. As a result of the changes,
Panzhihua New Steel & Vanadium's assets' value will increase to Yuan
49.2bn from Yuan 22.8bn, sales revenue to Yuan 37.5bn from 21.2bn, net
profit to Yuan 1.69bn from Yuan 995m, the company said. The valuation of
the targeted assets does not include any adjustments after the earthquake
which struck Sichuan province, southwest China last week.

General Steel Holdings reports 361% higher profit

China’s General Steel Holdings (GSI) has reported a 361% increase in ils
net profit to $2.2m in Q1, compared with the corresponding quarter last year.
The New York-listed company attributed the increase to its major acquisition
of the 3mt/ly Longmen Steel joint venture in Shaanxi province last June,




Higher prices help lift Interpipe’s net profit by 18%

Ukraine's Interpipe recorded a $256m net profit for 2007, up 18% year-on-
year, thanks partly to firm prices for its rail wheels and pipes. Demand was
“very strong” iast year, particularly for pipe from the gas and oil sectors in
Middle East, North Africa and parts of the CIS, the company said. Sales
revenue increased 24.3% to $1.8bn while Ebitda rose aimost 17% to
$438m. Production grew 2.4% to 1.47mt. Interpipe said separately it has
secured a $531m financing package for a 1.3mty electric arc fumace at its
Nizhedneprovsky Tube Rolling Plant (NTRP), to replace its four operating
open-hearth furnaces. The package is comprised of a $344m export credit
facility and a $187m pre-export credit facility. Interpipe said the outlay is part
of an $800m investment plan for its three mills, the majority of which is
earmarked for seamiess-producing NTRP (CRU Stee/ News 28 February
2007).

USW calls for Esmark to withdraw from sale plans

The United Steelworkers union (USW) has demanded that Esmark
withdraw from its Memorandum of Understanding (MoU) with Essar Steel
over the eventual sale of the Chicago-based steelmaker and distributor. The
USW claimed in a fetter last week that Esmark entered the sale agreement
with Essar without being notified and giving the union the opportunity to
come up with an alterative proposal. This is in violation of the union’s
bargaining capacity agreement with the company, the USW said. The USW
also indicated in its letter that it believed Essar was complicit in the breach.
Esmark announced that it had entered into an agreement with Essar for its
eventual sale, which would inciude the Wheeling-Pittsburgh (WP) plant, for a
total of $1.1bn. The unions associated with WP have been calling for
another strategic investor for the plant, after Essar announced plans to shut
down some rolling mills earlier this year (CRU Steel News 1 May 2008).
USW also warned that it would take “whatever action necessary” to protect
its rights against the current transaction. *"We used our contractual
protections to prevent CSN from taking over Wheeling Pitt, which opened
the door for Esmark ta acquire the company. You would think they would
have learned something from that transaction.” Esmark must pay Essar a
$20.5m break fee, plus other costs, if it does not go through with the sale to
the Indian group, USW said.

Japanese steel users begin to accept major price hikes

Mitsubishi Heavy Industries is believed to be close to agreement with
Nippon Steel to pay substantially higher prices for ship plate in the current
fiscal year, which began 1 April. Although the shipbuilder declined to reveal
details, CRU Steel News understands that the likely rise will be around Yen
30,000/t ($288/t), roughly 40% on current levels. The increase will be
phased in by way of a Yen 20,0004 rise in H1's prices, followed by a Yen
10,000/t hike for H2 prices. Nippon has reportedly obtained basic
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Rasselstein growth

bucks market trend

“Dasplte mgnificant price ncrens-
as,!:iglnplnte from é:rmany will
remain i demand wotdwide.”
This is tha confdent farecast of Dt
Uldch Roeske, CRO of Rasgalstein
anﬂpmd Germany's only tinplate

ucer.

'.l'}b;e Andegn’g:-band comgun
a auhridiary yrenkKropp
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with etiffening 'jobd Sompetition.
Over €160M of capital investment
ih smie.ofsthe-art focilitles in
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‘ecological advantages, a key facror

e safety, cast and produe-
tion.related benafits.
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Xstrata in talks to acquire Macarthur Coal

Deal would extend
mining giant’s reach
in Australian market

BY RERECCA THURLOW

SYDNEY — Switzerland-based
mining giant Xstrata PLC is in take-
over talks with Macarthur Coal Ltd.
after approaching the Australian
company ahout a possible bid, aper-
son familiar with the situation said.

Macarthur Coal, which has a
stock-market value of about A$3.7
billion (US$3.46 billion), said last
month that it had received an ap-
proach from an unnamed third
party about a potential fransaction,
making it the latest target in a Aurry
of mergers and acquisitions in the
Australian mining sector.

Surging prices for the pulverized

coal tipection coal, or FCI coal, that
Macarthur Coal produces, driven by
demand from Chinese steel mills,
have made the miner a more attrac-
tive target, despite production and
infrastructure prohlems.

If a bid is made by Xstrata, ana-
lystg and traders said potential ri-
vajs for the company could be Anglo
American PLC of the UK. and Brazil-
based Cia. Vale do Rio Doce, which
was in failed merger talks with
Xstrata earlier this year.

The person said the talks be-
tween Xstrata and Macarthur Coal
are continuing, with the two compa-
nies vet to agree on price, although
a range has been discussed.

An Xstrafa spokeswoman de-
clined to comment. Macarthur Coal
Chief Executive Nicole Hollows
wasn’t available for comment.

Macarthur Coal shares surged
5% Friday to A%$17.7S, up BS Austra-
lian cents on the Australian Stock Ex-

YEAR-TQ-DATE PERFORMANCE
Mining companies

Macarthur Coal: up 81%
~ Xsbrata: up 18%
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change, while Xstrata, which has a
market value of about £38.6 billion
(US$76.37 billion), climbed 3.9%, or
159 pence, to £4L.91 in London trad-
ing,

Winning control of Macarthur

would extend Xstrata's coal posi-
tion in Australia and give it access
to Macarthur Coal's allocated ex-
port tonnage at the Dalrymple Bay
Coal Terminal in Queensland state,

“Xstrata is in coking coal and
thermal coal in Australia, and PCI
would be a complemexntary prod-
uct,” said an analyst from an instita-
tional brokerage firm.

“And Xstrata probably thinks
they can get a better price for the
product over the cycle than perhaps
Macarthur can themselves. Xstrata
has got the full suite of coking coals
and thermal coals and can blend and
mix and match as it pleases,” the an-
alyst said.

Prices for PCI coal, used in steel-
making, haven't been set in annual
negotiations, but many analysts be-
lieve a tripling of prices such as that
seen for coking coal is possible.

When it disclosed the approach
April 21, Macarthur Coal said the dis-

cussions were incomplete and condi-
tonal, and no formal proposal had
been received. It said it understood

Macarthur is the
latest mining target
ina flurry of M&As
in Australia’s sector.

the third party also had approached
shareholders,

The biggest shareholder in Mac-
arthur is company founder and
former CEO Ken Talbot. Lacal news-
papers have reported that he and
other major shareholders are look-
ing to sell their stakes.

J.P. Morgan Chase & Co. is advis-
ing Macarthur Coal, and Rothschild
is advising Xstrata.
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Shipyards, builders
come under pressure; *
seeking alternatives

By RoBERT GUY MATTHEWS

Relentless increases inthe price |
of steel are hatting or slovdng g~
Jor construction projects warld-
wide and investmencs in shipbuild-
ingand ofl-and-gas exploration, set-
ting the stage for a potentia) back-
lash against steelmakers,

1a Turkey, 8 construction 8ss0ci-
ation was expected to begin s
L5-day strike in eight cities Thurs-

Cold shoulder

Chincse stee) group seeks hoycoll
of Rlo Tinto iron-ore sales .........8

day to presg sterlroakers to cut
thelr prices, which have more than
. daubled Jocally since late last year.

fn New Delhi, an ambitions
bridge project has been puc on hold

| because of steel-releted cost over-

runs, and cONtractors are postpon-
Ing or reining in construction of
housing for the poor, prompting
the [ndian government to ireeze
steel prices for the next three
months.

Venezuela, atming to conrrol
prices, renationalized its Sargest
steelmaker and is limiting exports,
widle Lran is slashing its import tax
to keep steel prices down. [n Brazil,
electronic  producers say steel
prices have jumped 25%, retail
prices up by 4% to 6%. OU execu-
tives in the U.S., meanwhile, say
costly steel is threatening their en-
ergy exploration efforts.

Globatly, steel prices are up 40%
to 50% since Decembey, and indus-
try executives sgy they haven't hit
their peak. Wednesday, Arcelarhit-
tal, the world’s largest steelmaker
by volume, boosted prices by €120
($186), ar 20%, a metric ton in Ev-
rope, citing increases n {ts own
costs--frorn fron are to energy and

I

Steel costs

(ranspor(anon : : .

“We Have nor yet seey That
1 prices have peaked, ‘what we have
saen is che costs inereasing every.

month> said ArcelofMittal Chied
. .Exécutive Lakshmi Mftralion'a con-.
_*ference cail with reporters. ..

Iron-ore prices have risen.H%'
this year~Twa other critelal stéel

making ingredients, coling coaland -

serap steel; have doubled in'price:
The: run-ups aré part of a broadey.
surge in raw-materlals prices amid
dght sepplies and soaring global de-
mand, fueled $n part by the rapid in-
dustrialization of China, India and
orher developing nations.

The world’s varacious appetite
for steel shows litde sign of easing.
In Turkey, a4 new shipyard, once
completed, will need 100,000 tons
of sreel a year, And demand in the
U.S. is rising, despite a sluggish
econoray.

While stitl 1a a position of pric-
ing power, .steelmakers are con-
cerned that over fime, thelr high
prices will affect sales. “There will
be impact on demand, and that s
not a good devalopment for the
steel industry,” said Aditya Mittal,
chief finencial officer of ArcelorMit-
tal, on g separate conference ¢ad.

As a result, steelmakers are tak-
ing steps (o cut their costs. To
shileld themselves from higher raw-
maierlal prices, more of thewmn are
acquiring their’own lron-ore and
coal mines or deposits, as well as
producers of scrap steel Nippon
Steel Corp. and other Japanese
steelmakers anmonnced this month
that they would accelerate cost-cut-
ting efforts, which could include
layoffs and developing cheaper
steel substirutes.

The industry Is also consolidat-
ing, which should allow producers
o become more efficient. and gain
economies of scale that could alti-
mately result in more pricing stabil-
ity and fewer, larger players, In re-
cent months, Indla’s Tata Steel Ltg.
and Essar Steel Roldings Ltd. heve
made major acquisitions, as have

Russia’s Bvraz Group SA and Swe-
den's SSAB Svenskt Stal AB. Bven
56, the world's top-five steelmakers
still account for just 18% of the
world’s sree) supplies,

Some steelmalkers also are exper-
imenting with ways to make thelr
products less expensive, In an effort
0 keep customers from switching
to less-expensive substtutes like
alumlmum or high-strength plastics.
Finnish stalnless-steel maker Outo-
kwropu Oy, which makes steel for
appliances, hag come up with 8 way
to reduce the nickel conteat of its
stalnless steel to make it cheapér.

But until such changes take
hold, steel prices will likely con-
tinue to increase. I think steel
prices will eonginue toincrease end
then wll stabilize at the end of the
year,” sald Jim Vorbes, of the Glo-
bat Metals team for PriceWater-
houseCaopers.

Builders recently warned offl-
ciols in Turkey, which rests in an
earthquake zone, that rising steel
prices have provapted some cou-
fractors ro use cheaper, nfenor-
grade steel, threatening the quality
of their buildings.

China used tobe ahuge exparter
of steel but as its own needs grew,
It pulled back, serding a shock
wave through the industry. (n April
2007, China exporred an anpusl-
ized 96 million tons of steel but by
February of this year, that anmual-
Iged rate has dropped to sbont 38
rojllion tons. “Webelieve 1his anou-~
allzed 50 million withdrawa) from

Red- hotsteel z ’,

Blobal(arbun -steel products ~ ©
somposjte. pnces, montrﬂy, s

51003 per. I'T)L‘lr\klpn\ '
- dof L,

fa RT TN RS AR SRR LETRNA T
2006 07 8

Kgte, Compasite prices are 3 rroighled sverage
©f 1ho faw baansaclon v far all carbon-sled
produets in |he Mt & long categrles Wenlifed
Inthe ELL Aia and Rorth Amerka.

Sourte MEPS tatarnational

world markets has created a steel
shortage particularly {n emerging
markets,” says HSBC metals ans-
lyst Danlel Kang.

Some nations, meanwhile, are
hoarding steel by erecting export
barrlers. Last week, India imposed
2 15% duty on exported steel. Goun-
tries thac dor’t make enough of the
retal are slashing (mport taxes in
an effort %0 attrect more, Last
month, fran anrounced it was low-
ering [ts fmport tax oy rebar steel,
used {R riew buildings and roads, to
% from 20%.

The impact of high siee) prices
1s rippling through tngustries from
shipbuilding to energy exploration.
Shipbuilders, who buy vast quasti-
des of high-end plate steal are get-
ting haromered, and analysts say
steel-sapply problems are slowing
the pace of construction, especially
gt smaler shipyards like South Ko~
rea’s Deewoo Shipbullding & Ma-
rine Englneering Co,

1o April, an exacutive of Royal
Dutch Shell PLC rold a U.5, Honse
comymittee that steel, which is
needed (o make drilling equipment
enad pipelines, and other raw-mate-
ria) costs were hampering efforts
to find new cuergy sources. These
rosts “are a major challenge for oit
and gas companies and are contrib-

‘uting te the delays and postpone-

ments of many projects,” according
to Cambridge Energy Research As-
sociates, & leading energy-research
company.

Cellphone users conld eventu-
ally fe) the pinch, Eric Steinnunn,
development manager at wireless
carrier NTCH Inc., which operates
under the Clear Talk brand, says
steel costs for each of thé about 100
celiphone-tower poles his company
builds annually doubled ta about
$30,000 last year.

Last month, ArcelorMittal took
the unusna) stap of telling all its
North American contract custom-
ers that they would have to pay a
$280 sureharge on top of their al-
ready negotiated prices. {ts custor-
ers, Including U.S. auto mskers,
balked but they have few ocher op-
tions.Robert Griggs, owner of Mls-
souri-based Trinicy Products (ne., a
maker of steel pipes, tubas and re-
bar farbridges, said he tells his gus-
tomers he cam orly guaranlee
prices for two weeks. Last year, it
took six months for steel prices to
rise 3100 a ton, he said. Now, prices
are moving that much in a month.

Shifting to lower ¢cast materials
isn’t an easy option for steel buyers,
either. It takes years to retool eato
and appliance stamping and dye ma-
chines, currently engineered for
steel products. Also the cost of alrer-
natives, such a5 alominum and rer
taln plastics, is increasing.
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2t rlsks facing China Shentiwa  Shenhua, That pushed u&g e -
' fﬁ other coal miners is that the. - -share price, so the 'L;?n?emium
 government, which lifted price mdlngatasu?;_t.mm., _.p_:‘ o
+ controls: on coal in 2002, will ta r_(llvals. Pt el
. movedirectlyorindieCty D5 gin.angdce, which blenketed
bilize PReeS. ldincludedliow-  parts of Chins usefl toalld Wl |
ing.Mmer numbers of smaller  ters, cont.r\buted,tozisye:ltgﬁal -
 mines—many closéd  becguse’ ruptions in the supp!

deémed unsafé—to Ye- .
g‘pzwiﬁrder to noost supplies
and altering the tax regime for
coal companies. Local autheri:
Hes in China’s _coaljmlnlng areas
report that rfnes areslready be*

' fng put back into operation.
Other energy sectors; such a5 oll
and power‘generat!on.haveseen .
B !eimpusltic;_n 2f price caps ond

~profit taxes. .
wlinrc‘lgll ali;r:nalysls are tak}qg a
bearish view. Ha Si,'a Beijing~

" ‘based coal analyst at Ginda Secu-

~ ritles, says that, barr}ng a sharp

" slowdown In the Chinese econ
" omy or 4 marked drop In ofl
prices, demand will keep prices )

. power stations.  luventaries at,
' ‘t]he stations were Jow before the
storms, a8 the operators had run .
down, inventorles In the hope
that they would bé allawed to
power prices. .
msse'pot coal prices leapt by
about 50%. And goverpment n-
dustrinl planners ordered many
iractive coal'mioés—which had
“been clased ip the previous year
for safety violations and ather
reasons—to restart ?xoducuqn.-
"HSBC says that coal inventeries .-
'atdectrideenesIatg:havere— E
turned to Do evels., . .
Ms.Mak, the HSBC analyst,is |
 Please (urm to next.page >
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Continued from previous page
forecagting that spot coal prices

.1 will falt about 20% in coming

months, resulting in a 25% spot-
| price.increase for all of 2008 from
last year. She js predicting 5% an-
nual price Increases in both 2009
and 2010. .
Yanzhou Coal Mining, shares of
which trade in Hong Kong and the
mainland, stands to benefit rela-
tively more from this year’s surge in
spot prices, ag the company has
more exposure to Spot ¢oal prices
than its main listed competitors,
China Shenhna and China Coal En-
ergy. Those companies are selling
most of their coal.this year under
supply contracts negotiated in
2007, before the spot price jumped.
Some contracts allow for flexibility
in pricing when spot prices jump.,

Ms. Mak started coverage of Yan-
zhou last week with an “over-
weight” rating. But Mr, Wriggles-
worth of Citigroup downgraded Yan-
zhou shares to sell from hold in mid-
Pebruary, saying that any benefits
from higher spot prices would be off-
set by rising costs and production
constraints.

Yanzhou’s mines tend to be oider
than thase of its rivals and further
slong in their life spans. Finding
new supplieg or adopting more so-

5 phisticated mining techniques to ye-

cover remaining coal in its aging
mines could prove expensive, Mr.

THE WALL STREET-JOURN
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i’C.hiI'la’s coa.l stocks may feel chill

Wrigglesworth says.

The other big listed coal miner,
China Coal Energy, is rated “neu-
tral” by Ms. Mak, while Mr. Wriggles-
worth upgraded it o0 “buy” this
month, when the company said it ex-
pected an increase in the proportion
of its contract sales that will be ag-
justed to reflect higher spot prices.

Ms. Mak and Mr. Wrigglesworth

agree that rising production costs
threaten to erode profits at China’s
coal miners. As companies look to ex-
pand preduction by opening mines
in more remote parts of China, their
profit margins could suffer,

Li Dagang, an analyst at Bssence
Securities in Shanghai, says he be-
lieves the government is more likely
to subsidize power producers than
to take steps to push down coal
prices. Among the coal stocks, My. Lj
prefers China Shenhua and Yanzhou,

W Jian, & manager in the inves-
tor-relations depaytment of China
Coal, said the government “hasn’t
intervened to contvol prices in re-
cent years,” and he predicted that
current caps on electricity rates
wouldn't depress coal prices. He
said he didn’t expect China Coal to
lower prices.

An investor-relations official at
Yanzhou said the company, too, has
g plans to reduce the prices power
producers pay for its ¢oal.

—Bai Lin
contributed to this arficle.
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Supply shortfalls
buffer slowdown
for mining firms

BY ROBERT GUY MATTHEWS

The world’s largest mining com-
panies have béen hamstrung by sev-
eral recent unrelated events, includ-
ing huge power disruptions, fleods,
equipment shortages and strikes
that have constrained supply and
signaled continued price escalation.

Prices for aluminum, coal, plati-

* mumn and other minerals are flnting
with 10-year highs. While sustained
strength in metal prices has been
largely attributed to demand in
China and other developing coun-
tries, the recent flare-up has more
to do.with unforeseen constraints in
supply.

In many ways, the tight supply
situation is shielding mining giants
in the short term from the impact of
the weakening economies in the U.S.
and other developed countries. But
it also threatens long-term profit if

" revenue falls too low.

‘“Markets remain very strong and
the ‘prices of many of our products
are at record highs, bearing out our
view that the U.S. slowdown will have
little effect on global metal and min-

s e w vt

- eral supply and demand balances,” ac- .

cording to Tom Albanese, chief execu-
tive officer of Rio Tinto, which along

with BHP Billiton expect rising profit

in the second haif of 2008.

Moreover, avemues for ramping .
up production are narrowing, por- °

tending high prices for years to -

come. In an effort to stem its grow-
ing pollution problem, China is shut-
ting down some of its power plants
that turmn iron ore into steel or baux-
ite into alwminum. fn mineral-rich
southern and South Africa, yanda-
tory power outages are interrupting
huge mining operations. State power
supplier, Eskom, has said it won’t be
able ta provide full power to key com-
modity producers of aluminum, man-
ganese, platinam and gold for at
least the next several years. |
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~may be goott for the commodity
- price now,” she says, “but compa-
- nies in the future are not going to

_ In the short term, this is good for :
mining companies, says Shamim
Mansoor; mining analyst for HSBC.
But in the long term, investment in
future growth is-being squeezed out
because of power uncertainty. “It

SAm e

want o invest when they are not
guaranteed that they will get the
power that they need.”- - o

Bothi BHP and Rio have sus- .°

pended or ended entirely projects f N

that they planned to bring online to
increase supply. ] k
Last month, BHP said that be- |
cause of power-supply problems in V
Africa, it was shutting down most *
operations at.an aluminum smelter,
Bayside; while reducing operations
at two other of its smelters nearby. -

. In total, BHP said that it was likely

to lose 120,600 tons of production
annually, gbout 10% of its regular .
output. In these tight commodity L
times, a 10% redvction does make a
difference. ,
Additionally BHP said that the
company’s wanganese operation,
Samancor, is operating at 90% of ;
peak power, And its coal operations
have also been affected. “Weunder-
' stand that the power reductions are’
likely to last for a number of years,”.
sgid a BHP spokesman. D
Cyclones and power outages im e
Western Australia caused some last .
production of iron oré. The coal
felds in Australia’s Queensland were
flooded 50 severely that many min-
ing companies in the area couldr’t |
produce and ship coal for weeks. T

’
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Baoshan lron & Steel Co. ;

Baoshan Iron & Steel Co. sald -3
. first-quarter net profit rose 16%: :
. from a year earlier, hoosted by =~ .
¢ higher steel- product’ prices. ‘and - ... )
. lower financing costs. Tha company— C
the listed unit of Shahghai Baosteel . S
Group Corp, China’s biggest steel .. . - ..
producer by o_utput—-—sald its net
profitin the quarter was 426 billioh - .
yuan ($607.7 million), up from 3.68 .-
billion yuan. Revenue rose 9.4%to” = .
4703 bﬂhonyuan f:rom42 98 bllhon . :

yuan.
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i Nippon Steel Corp.

Nippon Steel Corp. said its arual
~et-profit grew 11% due to proceeds
from asset sales, but it expects soar-
ing costs for key raw materials suchas
iron are and coking coal to weigh on
| earnings this fiscal year. Japai’s lead-
4 ing steelmaker by output and sales
| saidnet profit for the year toMarch3l
was 354.99 billion yen ($3.4 billion)
compared with 35118 billion yen a
year earlier. A special profit of 414 bil-
lion yen from land gsset sales helped
offset higher raw-materiat costs. An-
;| nual sales rose 12% to 4327 trillion
i| yen from 4.302 trillion yen. For the
| current fiscal year, Nippon Steel fore-
cast 3 41% decline in net profit to 210
billion yén and a 36% fall in operating
| profit to 350 billion yeh. It expects 5.4
| trillion yen in sales, up 12%.
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STEEL

Costs rise at Nippon Steel
amid rally in commodities

. PPON STEEL Corp.
N sald thé cost of mak-
| Ing its steel products
will increase by ahout
30,000 yen ($280) a metric
ton this fisca) year, suggest-
ing the ¢company will raise
its prices sharply.
Passing the full increase
N through to customers would
e WS - increase the average price of
the company’s steel products .
by 38%, from 30,000 yen a ton in the fiscal year 1
ended in March. A spokesman wouldn’t say how big
an inerease the company will seek.
The rising cost of raw materiale and shipping -
has pushed up production costs.

~Xozuhbiro SEimamura
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Coal contracts squeeze Japanese firms

Manufacturers agree
to more than double

how much they poy

By Keonern MaxwaL
Anp Himovoxx Kacel

TOKYO—As raw-malma)smplx-

£E ol 4

With coal demn.ml hulgina md
supply tight, not cnly will the pew
deals squeeze profits at sieeh and
electyicity producers, but they are
also Lkely L0 paessore menefactur-
ers {o find new ways to cut casts.

Kiging materlal prices conkl also
fuel inflaticrmey pragsare as 1he Jap-
anese government romagtes to find
rRys 0 fire ap sduggish growth o
the world’e sziand-biggest econm
oxwy, ohservers said.

Japan's three iggest steckmak-

ars—Hippon Jteel Corp., JFE Aold-
1ngs nc.'s JRE Steet unkt and Sumit-
omao Metsl Indostries Lid,—agreed
to eccept Australian mingr BHP BilH-
tom Eod's offer to supply coking eoal
23200 8 tl:m cal 3008, ap
fiom
epamtelv mﬂnmtml poveer

prodacer Chnby Bectylc Power Co,
agreed to pay Swiss minire i
Xetrats PLC $125 a metric tom for
{exm supply of Australian thermal
coel this fiscel year, according to
people familiar with the sltualon.
That Is moee Hoan double the $55
tom Chubn paid the previous year.

The price Chubn pays s widely
wsed 25 3 benchnark (o Japa’s whil-
ities anu wrill Hkely affeet price talks
hatween otizer miners and atillties.
A Claubn mokmmmn dexbnea to

“The pr!r:e hikes mean less prof-
it= for businesses, meaning anpther
negatize Tepact For the Japanese
econcray,” seid Selji Shtralsti, chief
econeroief af RSB Sacurities in To-
ya, *it also ytrengthems ymomen-
ture for irflattonars pressure oulin-

me oew contracts nnderacure.

Tow the mimeral and wining sectar
1s maldng the mast of its pricing
power; Whils steclmakers Yase tn
meet growing demand from rapidly

. indusbrinlizing countries such 35

China and Indis, supply has been
comstrakned by a temporery ban on

- Chipese cosl exporis and by bad

weather and infrasiructure boltle-
fecks (o Australia

Coupled with inrreeses of more
thap 65% in iror-ore prices already
stated for this year, the higher cok-
ing-coal grice wili drag onstenimak-
ers’ profiRabiiity,

A spokesman for Nippon &leel
sakl K estinzbes the Japapese stesl
sector will hwveto shoaMer an addi-

tiomgl toree triliem yen{$28 trition) -

this fiscnd yeay from price incresseg
in coal, Iron ore and other materials.
Miypnn Steel Jaat month scrapped
its foarecast for record carmings for
the fiscal year epded March, predict-
i instead it first declne in pet
profiy in flee years,

As they pondered how gieal rom-

v

partes may pass c0sis on, key stuel
consmnes ware caibious. A spokes-
woman jor Toyota Motar Com., Je-
m's biggest anto maker by sales,
sald that it doesn’t comment pn ne-
gotiations with seppllers and that
bigher steel prices wonldw’t moto-
matirally mean higher ear prices,
Toyodn President Kateuaki Wa-
tanabe said last mnnth thet “we're
curvently In very tongh mezotis-
Hons with our =teel smpplies....
Mttylnghm‘dtouﬂ‘setmﬁplu
sare from Yaw malerizis through dm-
proved efficlency.” Bal the comgrany

bes also wald it may have 8 find -

ather wage besides cost cutting to
corpensate for higher input prices.

Meamwhile, s spoleswamian for
autp makar Nigsan Malor Co. smid ik
hud 50 aowmment oo the higher coal
Jrces for stenlpakiers, Bul ko a mnt
at ane possible cosi-absorpéion
strategy, shesnid that in stharcases

- where eofts hart changed rapidly,

sreh 09 the styengthening yon, Nis-
sew had offset theeffects by shifitng
wimwfacturisg @and pumhasing to
othar reghoms.

Japanese steel stocks
Year-to-dxte performance:

~'JFE Haltings, fioie X .
~~ Somiers Matdl nd, deown Y
=~ Nhpea Skal, dotvm B2

Seaece: Themson Dalas{ R0y

The muio indestry is far from
alone in foeling the heat Grom rising
singl coats. On Wednesdas, midstze
Tolyo-bened huddimg covapany Dba-
wyaghi Corp. cut fts nrediction for
grcarp net avolit prediedion for the
fiscal year 20%, citing ap industry
glowdown exacerhated by higher
Pices for construction matetialks

—Mart Tmaty, Jap Alabaster
am! Takasld Fchizaki in Tokyo
and Afex Viiisun h Melborrng
conirbuted (o Kits orticle.
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Pineapple scheme dejay
DOLE Philippines in¢ (Dolefil) has
halted its pineapple plantation
expansion project in General Santos
City, pending the resolulion of the
alleged row Involving the land cav-
ered by the company's leass con-
lract, reports SunSiar General
Santos. Dolefil had started to plant
pinaapples in the villages of Sinawal
and San Jose, but was stopped by its
vice president and managing direc-
lor, Kevin Davis, In a stalement,
Davis said that Dotefil is stil) inter-
ested in the expansion programme,
but have decided to put the project
-~ on hold out of respec for the ongoing
invastigation by the city council,
adding that Dolefil will not insist o
expanding in areas where ‘we feel
/ur investments are not welcome.”
Carrefour Thai tuna deal
CENCAR CO, the Thai divisian of
retail giant Carrefour, is to sign a
Memorandum of Understanding
(Mol With The counfry’s rminisey of
commerce 1o increase sales of Tha
prodycts through Carelaur by 2b-
30°% within a year, According to Info-
fish, the export promaotion unit of the
ministry will help That tuna packers in
impraving quality to meet Gamrafours
standards. Other products included
in the programme are pét food and
Thal rice. CenCar wil export Thar
canned tuna, canned fruit and instant
noodles 16 52 Garrelour oullets in

Belgium DS vear.

" Baby milk withdrawn
NESTLE has withdrawn 250 ship-
ments of baby milk powder from
South Africa, Botswana and Zambia,
due to defects in the mixture. The
problem batch of Lactogen 1, pro-
duced in South Africa, had been
found (o contain overly high amounts
of zinc, copper and iron. “A technical
fault in the equipment resulted in a
wrong proportion of the mix," 2
Nestlé spokeswoman told AFP. “The
problem is resolved ard the product
has been recalled. Boxes which are
still in the factories and warehouses
have been blocked”

"

21 March, 2008

High raw material price will
be reflected in canned offers

Y MARIA U

THE _pineapple siteation in

Thailand remains in fight supply,

swrong demaund is keeping the supply
situation light. “EU wnd Russian
markets are very active and pur-
chased a Tot of slices daring The Tast

with prices going nowhere clse but

Ccouple "ol "Weeks, Whith created

up, according fo sources in the
Far East.
“KeCUIdg 0 a source based in
the region, fruit supply has been
poor thus far this year, with raw
material prices going up 10
THB6.50-7.00/kg at the end of
February. However, the past week
has seca a slight recovery in supply,
with prices adjusted accordingly to
around THB5.50-5.70/kg, although,
lhis is s6ll considered on the high
side. "The thing to walch out for
now js how long this THBS.50-
5.70/kg price will stay,” remarked
one packer, “Pricing and costing are
very sensitive and fiagile right now."
Furthermore, the Far Eastern
source also pointed out that very

competition in buying fruits while
the supply is 361 limited.” he noted.
The surge in uptake from these

the dollir: the exchange rate is cur-
renly at THB31.50 10 US$1.00, and
may surpass the THB3).00kmark in
(he near future, the Far Eastern
source predicied.

On 3 March, the Thai central
bank Tifted 155 averseas Capital con-
trol of 30% — a policy that, in pat,

wo very big markets effectiy
means that A2.5 stiodard slice prod-

uct is now completely sold out in

Thailand. e added. This is not just
duc to raw material supply, it seems:
“The problem is thal the finplae for

aimed (0 maintain the compettive- 1
ness of Thai exports by resGmming

the va]ue of the currexicy, through
curbing e amouni of  foreign
mongy_going into tEe Country. The

removal of lhls mecasure could fead

this p.anlcuhl <an s17& 33 short 1D

..........

Last sTX months.”

“Adding 10 This is very much the
same story throughout the whole of
Jast yeur: the rising cost of produc-
tion_{or packers, namely Fuel and
unplate, und also lhe continuous
appreciation of the Thar baht against

to Turther sienglhening of the bant.

Smaller crops

In adgition, the sowrce thought that
crop sizes also needed (o be revised
downwards: one big contributing
factor ix thar the yicld has been
{ower. caused by tower use of chern-
iCals and TerUOsers as prowers Suig:
¢TI with the fISMg cOSE. a5 well a5,

Quota may supplant tuna agreement

THE Philippines and I[ndonesia
have been in talks to renew their
bilateral fishing agreement, accord-
g to the local press, amid reports
that Indonesia is no longer allowing
tuna caught in its waters (o be trans-
ported to the Philippines.

Bayani Fredeluces, esecutive
director of the Socsksargen
Federation of Fishing aud AHied
Industcies, told SunStar General
Santos that the federation had not
yet received official notification that
Indonesia Is banning the transport
of tuna caught in its waters. He
added that Indonesla is s6ill not
capable of ndequatcly processing
tuna products on its own, due to a
Inck of facilities.

Further negotiations regardiog
the bilateral agreement have been
scheduled for May, when the two
parties are expected to make a ded-
sion: Indonesia’s stance regarding
the frangport issue should be clearer
then.

Tana processors from Geperal
Santes City have been sourdng sig-

nificant volume of tuna from inter-
national waters, particularly in
Indonesia.

The five-vear bilaleral agreement
signed between the two countries
ended in Deccmber 2005, and was
extended until the end of 2006.
Under the agreement, Philippine
tupa fleets were allowed to “catch
tuna and tuna-like species within the
Indonesian Exclusive Economic
Zoue? 1t provided licences to the
Philippines for 75 catcher vessels,
150 fish carriers, 20 long hnoers, 300
light boats and 10 single purse scin-
ers, allowing them access to the
Pacific apd Indian Ocean arens of
the Indonesian BEZ,

According to Marfenio Tan, onc
of the Philippines’ largest tuna pro-
ducers, the Indoneslan government
may also consider a quota system as
o replacement of the bilatera) agree-
ment, where 70% of the fish caught
in Indonesian waters will ranain in
the country while the rest will be
allowed to be transported tv the
Phifippines.

a shoitage ol workers.
T gt ST THESE issues, packers
seem (o have little choice but to ruise
the price for their end products, as
FOODNEWS' sources explained.
The Far Eastern sovree quoted A 10
product. in pieecs, al US$17.00/car-
ton 6xA 0, fob, while the packer
thought it was wmore similar to
US$13.00-14.00/carton (he same
product aid shipmenl terms.

Parmalat recovery
PARMALAT  Group  has
announced a significant increase
in profits for 2007,

Net sales revenues reached
€3.86 hillivn, up 6% from 2006:
including ltal\ At El 15 hil!ion

\u\tmln .lt (4467 mlllmn

+7 rb and Ceatral and South

at  €366.1 million

Net profit arew 243% to

€674.4 million compared with
€195.4 milliou in 2006,
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