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Even as Tata Steel is planning to go global through acquisitions, its global
rival ArcelorMittal is eyeing Indian presence through greenfield projects in iron
orerich states including Orissa and Tata Steel’s home town Jharkhand.

In Jharkhand, ArcelorMittal is eyeing Steel Authority of India (SAIL) -
controlled Chiria mines which has been denied for sales of lease transfer by the
owner, the state chief minister Madhu Koda, without divulging more details, has
reportedly offered alternative mines for iron ore source. In a recent visit to India,
L N Mittal, the Mittal Group chairman, was invited to set up the plant with offer
for alternative iron ore site by the government of Jharkhand. However, it was
immediately not known whether L N Mittal is considering the proposal.

L N Mittal has announced a year ago to set up a 12
million tonne project in Jharkhand and equally large project in
Orissa but, both the proposals are awaiting clearances. This was
a far cry from Mr Mittal's meeting with Orissa chief minister
Naveen Patnaik to discuss the progress of the company's
proposed 12 million tonne integrated steel plant in the state. In
this case, Mittal chose to fly down to Bhubaneshwar for a

personal meeting with Patnaik. Mittal also said he was pleased
with the progress of the meeting. The meeting was a follow up
on the memorandum of understanding (MoU) that was signed
on July 7 between ArcelorMittal and the state government for
the project. However, Mittal did not choose to visit Jharkhand
this time where he proposes to set up a similar capacity
greenfield steel project like that in Orissa.
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ARCELORMITTAL TO STRENGTHEN

IN INDIA

ArcelorMittal, the world's
largest steel maker, is looking to
double its planned investment in
India and build two large plants.
The company plans to build a plant
each in the Eastern Indian states of
Orissa and Jharkhand, which have
vast deposits of iron ore. Each
plant will have a capacity to
produce about 10 million tons of
steel annually. If Mittal's plan
comes to fruition, it could make
Arcelor-Mittal the largest steel
producer in India. Tata Steel Ltd.,
now India's No. 1 steel company, plans to increase its domestic
production to about 20 million tonnes by 2015. Currently,
ArcelorMittal has no manufacturing facility in India.

In July last year, Mittal had said he was interested in
building only one plant in either of the two states with an
investment of about 300 billion to 400 billion rupees (Rs 50
billion to Rs 66.4 billion). Consultants have been appointed to
draft reports for two projects. However, there is no time frame
for starting or completing the work. Such large projects usually
require a large number of approvals because of their social and
environmental implications. ArcelorMittal - currently being
formed as Mittal Steel Co. NV takes over Arcelor SA - controls
about 10 per cent of global steel production.

POSCO DENIES HOSTILE BID BY

ARCELORMITTAL

Posco Co Ltd , the world's third-largest steel maker,
denied a media report that a senior Arcelor Mittal executive
expressed interest in
Posco 's M&A strategy
when he visited South
Korea last month. The
world's biggest steel
maker, could be
interested in making a
hostile takeover of
South Korean steel
maker Posco Co. Ltd.
Roland Junck, a
member of Arcelor-
Mittal's management
board, met Posco Chief Executive Lee Ku-tack last month, but
M&A issues were not discussed, the South Korean firm said at
the time. The world's largest steel maker in capacity , Arcelor
Mittal and South Korean steel major Posco are looking at

together developing raw material assets globally. The two steel
majors recently met to discuss global collaboration in the
overseas market which could include India. International
reports have indicated that Posco and Arcelor Mittal are in talks
for co-operation largely because the Korean steel firm wanted
to avert any take over threat from Arcelor. High quality iron ore
and skilled technical workforce makes India one of the most
important market for both the steel companies.

ArcelorMittal is the world's number one steel company,
with 320,000 employees in more
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consolidation of the world steel
industry and today ranks as the §
only truly global steelmaker with
an industrial presence in 27 -
countries. ArcelorMittal is the
leader in all major global markets, S+ f—
including automotive, -
construction, household
appliances and packaging. The
Group leads in R&D and
technology, holds sizeable captive
supplies of raw materials and
operates extensive distribution networks. Its industrial
presence in Europe, Asia, Africa and America gives the Group
exposure to all the key steel markets, from emerging to mature.
ArcelorMittal will be looking to develop positions in the high-
growth Chinese and Indian markets. ArcelorMittal key pro
forma financials for 2006 show combined revenues of USS$
88.6 billion. Its production was equivalent to around 10% of
world steel output. ArcelorMittal is currently listed under the
legal entity Mittal Steel NV on the stock exchanges of New
York, Amsterdam, Paris, Brussels, Luxembourg and on the
Spanish stock exchanges of Barcelona, Bilbao, Madrid and
Valencia.

NOW FOCUS ON DEVELOPING

COUNTRIES
Mittal firmly
stated that
ArcelorMittal's
focus will now be
on India and China
- the only markets,
really, where the
steel goliath does
not have a
leadership position.
Hailing the merger
as a giant leap for India and a big boost for India's image.
Mittal, of course, has been very appreciative of the praise,
and has the state and central government ministers falling
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over themselves to shake hands with him. They have already
having announced a $9 billion investment (the second largest
foreign investment after Posco's $12 billion steel project in
Orissa state) in the eastern state of Jharkhand in India last
year. This week, Mittal signed an agreement to invest another
$9.5 billion in the state of Orissa.

Both states have very rich iron ore and coal reserves, and
steel consumption in India is on the rise - per capita
consumption stands at just
40 kg, whereas in China itis -
upwards of 200 kg, and in e
Taiwan and North Korea *
850 kg. As India builds
infrastructure to keep up
the consistent GDP growth ~
of 6%+ of the last two
decades, it will be using 5
more and more steel, and
Mittal wants a piece of the
action. With the world's
largest steel company and
its accompanying cash =
flows firmly in his grasp,
Mittal is primed to move in
for the kill in India, where -
the government is rolling
out the red carpet for the
global Indian hero, and China.

It all sounds a little too good to be true. Skeptics might
argue that big mergers typically never deliver the value that is
imagined at the time of the deal. Financial history is littered
with examples of mega-mergers gone wrong. However, the key
differentiator in this case is the history of the two companies -
both Arcelor and Mittal Steel have grown through the inorganic
route, and the merger of the two companies is in effect a merger
of several companies themselves merged over the last 10-15
years, as the graphic below shows (taken from the presentation
made to Arcelor shareholders at Arcelor's website).

All things considered, it seems clear that Mittal wants
this bad enough that he will be willing to do anything to make it
work. This man's ambition knows no bounds. He has expressed
his desire to purchase India's largest

steelmaker, the state-owned Steel
Authority of India, on several
occasions, and rest assured, there is
nobody in India capable of taking on
Mittal, with perhaps the only exception
being the Tata Group, whose steel
business is India's second largest.
Mittal also has a joint venture with
India's largest oil and gas company,

ONGGC, called ONGC Mittal
Energy, for global oil and
has exploration and refining,
combining Mittal's contacts

and reach with ONGC's

ArcelorMittal
competence. The company

recently announced an investment of $6 billion in Nigeria. My
guess is L.N Mittal will bid (aggressively) if/when ONGC is
divested by the government.

BIGDEALS

The board of directors of Anglo-Dutch steelmaker Corus
has accepted a $7.6 billion takeover bid from Tata Steel, the two
sides confirmed. The deal is the largest Indian takeover of a
foreign company and will create the world's fifth-largest steel
group. In 2005, Tata Steel was only the world's 56th biggest
steel producer and its takeover of Corus represents its first
expansion outside Asia.

Tata agreed to
acquire the European steel
company at 455 pence per
share, putting the
enterprise value of Corus
at about $10 billion. Ratan
Tata, who is also chairman
of Tata Steel, was quoted in
an AFX report as saying
that the two companies &
have compatible cultures
of commitment to
stakeholders and
complimentary strengths in
technology, efficiency, product mix and geographical spread.
As per the agreement, 75 per cent of Corus shareholders would
have to tender their shares for the acquisition to be complete.
When complete, this would be the largest takeover by an Indian
company overseas. The deal would also catapult the combined
entity to among the world's largest steel companies with a total
capacity of about 24 million tonnes per year.

B Muthuraman, managing director of Tata Steel, said in a
press meet in London that the new, combined entity of Tata
Steel-Corus would have a capacity of 40 million tonne by 2011-
12. The company discussed the six-pronged strategy outlined
by Tata Steel in 2003 where the target was to increase capacity
from 4 million tonne then to 30 million tonne by 2015.

The $8 billion Tata Steel-Corus deal would be at
number 5 among the top deals witnessed by the steel industry
over the last couple of years. The table is topped by the Arcelor-
Mittal Steel deal of $32 billion followed by the NKK Corp-
Kawasaki Steel deal of $14.1 billion.
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