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In 2006,9 steel

| producers output more
* than 10mt,accounting
for 32.48% of national
total.
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In 2006, 21 steel producers output more than Smt compared with 17 in 2005, while output share in total reached
51.3%, 2.8% lower than 2005. Moreover, output from producers more than 10mt up 10.9% yoy compared with
those less than 2mt increased 29.6%.

crude steel output increase ratio from different scale producer
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Forecast on concentration of china steel industry
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Output share in different scale steel producers from 1995-2006
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China steel industry C4 from 2001-2006 The merger of Arcelor and Mittal established
world largest steel group. In 2005, its crude steel

35. 00% output is equal to the total of the 2"-5 largest
30.00% [ 28.02% steel producing countries (NSC, POSCO, JFE and
25. 00% 24 51% Baosteel). In 2006, it’s crude steel output more
H — - tecon  than 0.1 bt, about 10% of the world.
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Fixed asset investment on steel industry from 2001-2006

oo oo In 2006, FAI of main producers

. declined while investment in
s00.00% other small producers expanded
o rapidly which the FAI share in

w00 steel industry increased from
10009% 14.5% in 2001 to 45.4% in 2006.
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Marketlization in steel industry

Lack of cost in some small producers , exp.
environment protection, society duty ,make
“extra profit”

Expand blindly, speculative investment

profit share crude steel output share
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Restructure in china steel industry

1998 Baosteel+Shanghaisteel+Meishansteel Baosteel (crude steel in 2006: 25.32mt)

2002 Pansteel+Chengduseamless+Chengdusteel Panzhihua steel (6.77mt)

2004 Liaoning+Beiman Dongbei steel (1.57mt)

2005 Hualing+Mittal joint venture (Mittal 36.67%)
WISCO+Echengsteel WISCO (13.76mt)
Capitalsteel+Shuichengsteel Restracture (Capitalsteel 85%)
Capitalsteel+Tangshansteel Jingtang steel (joint venture 51%+49%)
Anshansteel+Benxisteel Anbensteel (2255.76)

2006 Accelor+Laiwusteel joint venture (in processing)
Tangshansteel+Xuanhuasteel+Chengdesteel Tangsteel (1905.66)

2007  BaosteeltBayisteel (362.09) Restructure(Baosteel 69.61%)
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Trend in future:

=Consolidation by source oriented

source and raw material in BRIC + high market segment in developed countries

sRestructure for avoiding merger

alliance cross shareholder expand scale

=Consoladation in China

restrict by steel industry policy

frog in warming water
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