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Historical Evolution

& [rom amd steel ocoupy an impertant plece oot anly in Indm, bul the world ‘el
= Indin has been amongsi the pionesrs in ancient iron making 1
# Ashoka lron Pillar
& Damascus Swornd
= Mew cra davmed in 1947
10T — at mdependence 3 umits (2 m the private sector), capaciy | oollion ones
= 779 — fir=t recorded effort in Bengral
# R - suckesslul manulaciure i Madloas
« |875 - iron making throwagh Blost furnace roate in Bengal
= |90 — first ateermgpt to manufactune siool
#1902 — Jamsetfs Tata's vision w1 up aron and <eel indusiey o mineral fch Bihar

= 98] — first binst furnace commissioned in I.|n'|-;'!1|,'|:||'|||r
w902 — steel manulaciured
« 195K - Bum & Co, promoted Indion Iron and Steel Co, Ll wath weorks in Bengnl

* 1923 — charcoal blast furnace sei up in Bhadravan by Sir M_Visvesvaraya
# 5il's o i —~ 3 plants sed ap i public seclor

Crirgnpur English

Fourkela Liermian
Bihiln Rissian

= T0'% 10 8 — 2 plants set up in public secion
= Bokarn # Hussian

= ‘ishokopamam = Fussian
* Presently 7 15 - 6om public sector, 1 pivate seclon
* oss |_'-|'I-:'.'||_1-g:r'\.hi|'| i 970 85 due fo

= Financeal Comstranms %

= Interventionist Policies .
» Liberalization arvd reforms in 199 mransformed the scenario
# llusiry delicensed and opesed up for ivestment by privale sector in 1991
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Viewpoint

Reforms & Economy

Relforms were thrust on Indin when FE resorves dwindled to
Just LIS % | billion m 199

lIeahin had 0 mongage iis gold reservee fo bail owt of the
fcal situntion

While reforms had begun as & matier of compulsion.
mamstream  intelleciual opinion had  comprebensively
rejected the reginse beties known as *License Permit f)'

This was finally dismamtled by the govermment in July 1501
With ihes ihe steel mdustry , amongst others, was de-licensed
There were many doam-mvers who wene proved wrang
Economic reforms cregled o now waorld that simply did not
exist befare

I5 years ago quewes would be scen for gofling pgas
vammecisons, (wo-wheelers and cars, even a telephone
carmection

Todsy, farmers, vegeiahle vendors, electnclans, plumbers can
b s maowing abonst wiith a cefl phane

There have been some aress af neglect | agriculiure,
hieahibcaie. education che.

Theae are being addreased now

Till 1993 theve was mpid growih si sround B %
Slhackened in the lotier halfof the S0

The sieel imdusiry was sdversely affecied

There ks new dymumism in Dndia oday

The Indian economy is sizzling

Pos induserial delicemsing an July 4, 1991, Indisn ecomomnyy
has maved bnio an accelerated mode

The best four years huve witnessed high growth mafes with
(P sk ovier § %%

Currcat year FY 2000 GDP i estimated at 9.2 %

1950 - 708 GDP growthaveraged 15%
IR0sand Ts GDP growth sveraged 6%

The economy has been Lorgely deiven by a swatabned wptuen b
nclwsiry in general ancd mandscarng seh-secior m particular
Favourable demuand conditsons have encouraged investments
across industries

Comributing factors include availabilay of credst, improvesd
corporale  resubls.  improved exiemsl demand,  capacity
additions and improved competitiveness

Howevet, growith hampered by high oil prices, high import
dutses, Jow sperational eiflciencies, high inmnssction cosls,
resrictive labowr liws, Bigh cost of capital snd inodequaie
infrastruciure.

Bow peaping the rewards of reforms — og.. total trade in goods
and services has leapt to 43 % of GDP from 1 7% in 1990

* China's nse is already here and palpable having grown i %%
since 19RO
& lindea’s s sl movee a mle of ibe future that |5 coming ingo shanp

focus

& Stuchy by Crolsdman Sachsl projects that over the next S0 years

Imidis will be the (e growing of the worlds mapor

#  Indian conspamics one growing ol o sLegEcring o
& The Tawa group, the counimy's largess business hoase — is a fa-

flung conglomerate laving everything from cams and sieed @

softwnre and consuling sysiems mevently  aguirer] the

European steel giam CORUS m the lagest ever Inadisn
ssition abroad

Tota's reveiues grow fom LS § 17 billson o US 5 24 hilkion

kst vear - stromg growtlh projecied tis vear oo

In the nuio parts business, to cile an example, rovenues

hh|hdLE$lbﬂlh1rnE}w1n|n,hdl}'llﬂmmilﬂ

blllion with Genoral Motoes alone umgoring  components

walued at LS § | bilkon

Global confidence in the Indian ecobomy wnd s ghabul

compelitiveness 5 leading o gresier inflows of FOI backed

by teehmokogy transfers

FDlmnFY 2006 - L'SS 556bn 0 +dE% )

FDLin FY 2007 - LSS 1000 ba | +80% jem

Tiilun i iy & proven global outsourncing desbinstion

Imdia has ainrscoed o lage share of globsl susourcing for [T

crisbled services

Hrand = Made in India * i gaining sirong grownd in the ghobal

communiy o indusinal and serviee seciors by viree of is

costs, quality snd service reladed commmenis.

Expon revenues hove grown from US § 4406 bn o FY 2000 w

LS % 1 20be et ) in FY 2007

Forcign exchampge mewrves lave grown fom s messly U5 5

hianthnlppntL’!i!-lT[llmhymlm

Steel consumprison is positively linked 1o read GDP growih

I Imddin for every | % rac in GOP, theve 16 0096 %% incfess n

stpel consumpiion

With indusirin] progress, particularly  investment in

mfrustrecture, s healthy growih n steel consunsption can be

expeeted m ithe slaon 1o medim benm

Steel conmmption is expecied o groaw gt B - 9 % per anmom

dhrtig the next 5 youn — inchessing from 50 ma toanes in FY

M6 10 63 ma oancs i FY 2001 could even reach 80 nm

currenily ndia's steel comuampiion is #0 kg compared 1o glabal

aversge ol 185 kg
Roads S E 40n Feal Estate - US S 50bn
Power USE 32 Others : U2 S 64 bn
Water Resowrees @ UUS S 38 o Toesl LSS 224 bn
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The Scenario Today

¢ In terms of world crude steel production, Isdia with
production of 50 MT of cnude steel anmmlly ronks 51k in the

warld
#  The Indian siee] industry is categorized broadly into fullowing
# Seven large planis
# Kix in the public sechor
* e i the privale sector
# Based on conventional BF - BOF route
# Three ewer plands sot up in the post liberal |zt som period.
= Merchant Pig fronand Sponge lron plasis.
# Lorgenumber of EAF 7 TF gmits
= Large no, of down -stream sigel processing unils,
Strugtury of the Indiam lren and Steel Indasiry

MBF Unis Produscing Fig lron Only

Coal / Cias Based Units

Sail Plamts, RIML { VP b, Tain

Corex | DR ‘if?""'-"_';‘fi JSW Sacel

q.-.r--_u.-u.r i

Ispat , Jirdal Stoel & Power, Usha

Esmar Stoel

ﬂh'a:-“r-t-::: n: !

d

T Siteel | Babyani — Mukand

ﬂ‘HH‘l’il‘J"—-’_

Oither EAFUndts

All TF Units

Re-rolling / HR / CR . GP GC

Codor Caated ¢ Tin Plaie Undts

- ROF route,
# DHder plants have continuoisly upgpreded snd modeimized
techmiology

= Aot 67% cmade stecl progluction is throagh BF

Viewpoint.

# Tata Sicel u iodsy one of the finest p!lauh: and the lowesd comt

producer af stocl m the world

P Smie-of-an technology has been wsed in setiing up wa
COREX units

# IVSL with the revolminory COREX proccss fjond co-
generatbon of power ) s se up a bench moark in the warkd

# Percapits consumption of steel is only 40 kg - dwarfed by 2710
kg in Ching and 400 kg in developed countries

Tata Steel - Indin's oldest and most modern plant
with all its greencry

Raw Materials

Inalia is well endivwed with all the basic rew materials required for
the tron and steel idustry - the mw materials Bemg iron one, ool
mind Mumes hike limestone and dolomibe. Giodsd peserves of other
raw matenals like manganese ore. silica. chromile, magnesee eic,
areavailable

s s well e owed weith Bamc row matenals
*  lpondee = MonganeseOie = Coal = Fluves eae.
*  Good reserves of other raw materials like silica, chromite,
mugnesite etc. nre availahle
Iron Ore
The total reserves of irom are i the couniry arc estimstied s below
103 ballbon fannos
MagnetiteOre 1.7 billion tonnes
Tustal 120 hillisn tonnes
Dramestic reguircmenl [ully mset
Exporiz increasing - %5 muilliom ionnses m 20067

Mamsive mvesimcids m nunmg asd infmstruciure ane noedicd
which ke 56 vears to froctily

Hezatise Cire

Growih inthe sieel sector 5 i s much fagter pace
& Limestose doposiis are estimated o | TOBillion innnes
#  Dubomite redervies are around T35 millios wanes
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Viewpaint

o  Manganese one reserves are estimaaied of apound | il million
tomnnics mesd o w hach wre suitable for blast Furnace use

#  The reserves of fomo mangonese grade one e limiied o shou
2P of the todal reserves.

Coal and Coke
& Coal reserves e estonsdod of around 246 hillion tomnes

- coking coal 32 killon tonmes of which

prime 5 billian tonnes
3 modin . 25 hillios onncs
o seml X billlon innes

= o coking conl 2 14 Billion mnmsea

& Wilh coal reserves ol 246 billion lomies. amongsl (he highes
gliobally, the counry’s coald productiom is in defich and mmpors
have been mereasing

» While Inden has abundant reserves of cosl not all coal s of
iuftnhlc guality o0 meet the regumements of bast fumace
operatbing. Indsan coking coals are calegorized as !

®  Problems of pvaslobilaty
= Problens being addressed on prasoey
F Lopg-term tie-ups
F IVE
F Acquisition of coal mines abrosd
F  Seting up capting colie amits
Mini Blast Furnaces
Relstively newer plants
Sl upin 0 (st liberalisztaon
1liins b bawve cuptive coke plants
Imipoia in the ioterom period
o Continoed mmposts of chanese cole

#  Faced severe cokie ensis due 1o volsility in preces of chinese
cobie mmid 2004

»  Allermatives - captive .h-licu.l-cdtl:-up-
Lilinbal Scenario

* ‘World cmude sieel prosduction dunmg 2006 ar 124 billion
tonmes was 8K % higher than 2005

Stoed (Grnde | 13 Not Available #  Production of sweel [ ma lommes 1 by the o |0 meilions is @i
Steel Grade 2 15- 1K Mol Availahle undar -
Washery Gerade | 18- 21 Scarcely Available arik 200 0% | Cousin -
Washery Cinsde 2 21-24 Limived Availabality 1 1 Chisa g | 353 111
Washery Cirade 3 24-28 Linked to ISP'S ? ? fapan 1163 1125 13
Washery Gimade 4 .15 Linked i ISP'S ] 3 lﬁl. o k] ] 1]
#  [15P% linked 10 coal mines washenes A i E TL‘ ﬂ ln_|
sl is high i 18 00 21 %) evenafter washing b 3 5 Koo A ik 13
o differest plants Mend indigenous coal with imponed low ! f E.H {E 45 il
ash caul 5 ! T EETEET T
i i ioporcs T R T TR Y
SAIL Fr o 9 i Iraly b i) 15
VEP 15% q5% L] ] [razil L b 1) {17
TSC0 prrry ey ASEAN 174 185 (1]

VP
Planis

Bindigenous Coal Bimported Coal
¢ Considerable dependence on impanofceal amd coke

»  Mercham pig iron produecers mlmsost |4|ufl:|.' ﬂ:-ru'n.d.ent on
gt of ooke « 4 mi pnouslly mosily from china

SAIL

TIECO

s China's share of progection stands at 37.7 %

*  Chinese steel indusiry b scaling back sieel ouiput by 100 nan
tonmes in the nexi five years with 26 outdated sieel units heing
scrapped and small bis under 3K cabie meter CEPBCEY Al
coimveriors fess than 20 tonnes to be phased out

s Another two lists being sssed of obsolete capacity o he
climinaied by end of nexi veous

= (ilohal seel demped is expecicd o nse by 4.9 % a year nll
2an

#  Sreel expomns wtalled 370 mn tonnes in 200k with expons up
five-fold simoe 203 - mosily m fnl products, which sre up

mearly ten-finld
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Drarmng kast five venrs world siecl consumaption has increased
by approx. 338 mn tonnes to 1,1 13 mn wases.

This represents an anrualised growth rate of 7.5% agomst 3
mengre 1% in the previous three decades upio 2000

Chaia is expecizd to be o net exporter ol stor] of 32 mn lonmes
i 200 froen belng oot limparier of 13 i tonses i 2003
Siewl consunapien in ressa s growing sirongly

See] prices im curapean markets have started Lo look weaker
Credit suksse forocast is that india will ovenoke clina as the
faster growing cconony in asia in 2007 driven by mereasing
consumeT demand snd public nvestnaemt in infrasmuctare. [i
predects that indian cconmmy would grow by 10%% in 2007 ped
10.5%in 2008

US coopemy is slowmg down with consmuciion s
consumeT spenading decliming

Crude Steel Output (mn Tonnes)

2001 | 002 | 2000 | T004 | 2005 | 1004
1509 | 21 | P 725 | 94 | 4188
125

1152
418 454 | M3 | 45 | 47 | a4

o

Jepm | 1m9 | 072 1o ner
& Kovea
[l

iz

3 81 1n Lk M1 -]
1539 | 3AMA | 4007 | 4T04 | SeR1 | a4Rs

Word | B0 | sonm | w4 | woses | viove | 1ema

India"i jproreh cabe hae soveleraiod. efier 2000 e G eapecis] W oo

e i 3w wld bnacier wnd wlll A B

Indian Scenarka

Indis is the worlds Sth lagest producer of seel, Chatpul of
crugle sicel m 2006 was 50 mn lonncs signifving o growth ol
T.6% over 2005,

Inadia is the world's largess producer of DRI with sm omipat of
15 man tonnes im 2004

Saev] prodduction B expected to grow rom ihes level o 68 m
wnnes , possibly B0 omn jonnes on the basis of massve
capacity additions , by 2001

Steel pricing s amicipated 1o be wable in MW7 with
consoluluibon (n ibe indusery owver the last few vears which bas
browght insome discipline on the supply side

Indisn domestic demand is i¢l o grow exponentially doven
by masdive investmenti m mfrestructure, oonsbroctson,
pubmmobiles white goods amongst otlers

These soctors will further give a boosi o the optamEsm within
the demsestic industry dee mainly 1o the afirsclivencss in
ivesting | Indis with o8 sirategic locstion and strong raw
maberial base

In view of the fundamenial sdvaniages. the Indian siecl
inlusiry is aftrectng several intermabional playvers Lo set ap
large greenlicld steel pangocts o Indaa,

Viewpoint

= Exiwwimg domestic players plan expansions through
browmfield anal groenficid projecis
#  This muy ceese an avercapacily sibusion bis considersig the
a5t growing cconoamy Uhe oversappdy can be absorbed
*  Produchonofemde steel isest. ot 45 MT in 2006 -07
Indis s wilnessing o masive mvestment drive in augmcisting
stoel copacities - through both greenlield & well =5
brownficld rouses - due largely 1o 05 abundsm minersl
resownces, high calibre hwnen resources and  growing
domestic demand
SWOT Analysis of Indian Steel Industry
Sirengths
P Erowing ecosomy
avmlability of mingral resources
skilled huniamn capaial
lew wage cost
high izchnmcal and managerial capabiliy
knwledge of coglish
large comsumer base
Weaknesses
high cost all finance
high cost of energs
imadequate infrastruchure
high rehiance s scrvices sectinr
inndequate availabilay of suitable guality of coal
socis - politecal condiions
#  resrsctive lobssor laws
SWOT Analvsis of Indian Steel Industry
Dpportuniries
#  low per capita steg] consumption
= pated to boeeome global masufscmmnpg hub
= prowing working age demography
# large nvestments in infrostruciane
Threats
+  Envircnmenial regolations and unabaied rise in inpul prices
pRYWeT SCarcily
®  [ncremming expost of mingial resowrces, particulaely imn ane
high enengy cosis
& [ ks evidem that the sirengihs and oppoeriunities Car ourwegh

the weaknesses and threas with the reform process havang
opened U neweT nvemes io overcome them

#  The national seel policymakomn sre contomplating o turged of
o0 mullljon iomnes by 2000 and
1180 i llicu tonmes by 2020
this is planned through ;
# pxpansions / technological up-gradation
F ReW CapaCEics
F  @cguisbons

WY VYWY

VW WY Y W

Steelworld < 50 - March 2008




Viewpgint.

Additional Crude Steel Capacity on the Anvil

SAIL is
TATA STEEL 250
VIZAG 10
MITTAL 1za
POSCO 12.0
ESSAR 1L
INDAL 206
BHUSHAN 1.1
OTHERS 20
TOTAL 10,2
The Road Ahead .
120
180
Bl
1]
H
1]
1]
1949 1074 1992 2005 2006 DOMZ 2020

% Aficr a prolonged period of sagnation the Indian sbeel
industry has wenessed a dramatic tam-around during the lasi
flve years

& [t has emenged far more resilient and stronger

& T has heen a gremt lcaming expenence on how o manage an
indusiry under iryang and sdverse conditions

& Mosi producers ok this epporiunity for
- mmmlughunmmdﬁuu;ulpnﬂluhm
- ellective cost culling
= Techno-coonomic IMprovemenis
= hecoming lenn pad effickemt

% Today the Indian indusary kas slowly bat steadily meved b
beonme globally competiirve

% The industry lopped up opportunitios thrown opea by
globalusiaa

£ Inaia is well entrenched in imsemational steed trade

@ There tia scachange inimproving mfrastruchse

& Power relorms have aceclersiod

& Crreater focus on rail, roads, ports eic

-] F_tp.lmmmptmd.nml'm mindgrals resoairces

In sleoat, India is inday globally well placed o produce stecl i

pumpc"llljw praces fhis is backoed By -
= srong raw nsierial ese
= strang technical pnd managerial manpower
= high bevel ol absoaption ofiechaclagy
= e MmARPDWET CosE
# reducing cost of capital
= mmaproved infrasmeetane

ASEAN compnses of the following nations :
»  Indonesia

Malaysa

Philippancs

Singaporc

Thailamd

Wietnam

& The sieel indissary has come o bng way since s formatlve
vearsol [93{rs

#  The 6Fs saw emergenoe of EAT s which intensified i the
TiFs with ocus on long products

*  The Bl's winessod some  maiurny with invesiments in (st
prisducts

= EAF's remained most provalent fechimlogy - ieocssibating
larger impurt ol femmoos soel scrap

®  The 0's was a penod of high growth for seel production and
corsumption saw & peok of 33,4 milbion temes m 1996
Iakports ol HR, CR, EG grew madfold
Sharp decline to 1 5.6 million tonnes i 1995 during the fiscal
Crisis

o Recovery commenced in 200 when comsumption was 22
million iomnes  which recosded an all-time high of 346
erud Mscen lonmaes in 2006

= Crude sicel production has witnczsed an nanualzed growth of
14 % betwoen 2000 and 2006 with Malayaia dominsting the
scene with a contribution of 30 % of the wial sioel produced
ol 1 7.6 mm tomnes

W OW W W %

Steel | Steel |lmpart | mport | Export | ™
2000 | 993 2254 | 415 | 249 | 603 | 2220
2006 | 1763 | 3140 | 635 | 3537 | 1006 | 39.69

Vmit. min Tenic
o Crade steel by EAF noade & estimate o reach 38 mn tosmes.
b 2001 {TIST e
* Thaland s fas1 catching ap and Vicmam wo has many
capacity siddibianm
+ (Inly two countrscs, [ndenesia and Malaysia kave iron making
facilitics as of now { DR and HEBD §
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& In otber worde, AREAN haa grenter copscity for mlling /
fenaxhing tham sice] making

# The focus so far has been on long products required for
imnfrasructare facilitics

Some Influencing Factors

& Syrpe in cxpons from Ching

#  [Indian compenics buying companics scross ASEAN

& Surpe m isvesments, particularly thiough the bles fumoee
pron making rowle. msking it less dependent on steel serap in
fumire

ASEAN Steel Industry is Vulnerable

#  highty vulnesable

®  glate-owned in some ceonomies

= highly dnepw.n:hnl o irq:rm of raw moécrials and senii-
findshed prodicts

#  cun be saamped by expans from Chine

There s Huge Potential for Growih in Demand

= Meross the region. apparont stee] consumpinon | fenished stesl
conssmphion per capaia ) remaims low | sure digns of potendial
for grovath

e

Taiwan
Japan
Kores
Ching
lndle

:

185 kg

= S, the indusry needs to re-invent itsell - not oaly for survival
bt b have sustainabiz growih

& The ASEAN wiee] indusiny is moving iinto an cxciting pericd
af grawih, lke India becked by growing copsumpiion of
steel.

= Mosi conminezs hove sevenl projecis on ihe smal and therg 15
shifling trend From img]'l'n.!.ucl.tm ot prowlocts , thowgh the
dominance of |oivg prodscts remom

Somie New Realities Today

= Sigel companics are getting hipger

Viewpaint

#  Abordericss mdusiry = emeTging
®  Gowvemmend focus b movieg flom el industiy o ow
mnaterials
= Agde-integraied valoe chain s emerging
What could be Possible Strategies ?
* [hevelop and encowrage the consumprion of steel
= Girpw horirontnlly scross bonders
& Cirow vemically acrass bonders
®=  [nvestincustomer relationships
Marringe Muade in Business Heaven
& Tata Siecl and NaiSiee] Asia s o mamapge made in basiscss
heaven and is only the beginning of what promises o be o
great relationship and o forenmner of what can be expected m
falure
ASEAN has g populanon of approw. 500 mallon
Infrastruciure needs |m the regesn are huge
Diemand for stec] can only rse bihe long-1eoms
Crrowlhs foreseen al lesst for the next wo docades
Lol comehitions favour local finishing operations
Acguisition of finishing mills i metallic deficient ASEAN
caumnires ane ready msrket for semis o be produced in indis
Sirategies of Indian Companies
&  [he-maegruted concepl
= Cowmmiry specific
o Mamulsciunng i M & Aor Greenficlkl )
o Expor potential
Evalustion of opporiunies for M & A, IV Alliance
Sioe| muoking near raw matersal resources
Fimishing near costomers
Increpsing presesce in domestic market
Extablishing global foatprinls
o Establishing primary capacines o locations offcring
competiiive sdvaniages in facions of production
o Expamding linished steel capacitees in growing markess
and conneeting with primary capacities
« Budld up a srong postion in value pdded producs and
srlutions in madure and developing markets
Challenpes Abend
&« Cubmml dinde and possible differences

& Iategration of differcnl aspocts like knowledge, operation,
jHrisceas, Tt |ad, ebe.

Apirmoting wnd retaining haman wlent
Raw muserial securnity
Timely exccution of greenficld projects

—
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