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 We view steel as a key sector of the economy: 

 About 2/3 of the metal space; 

 The industry is still a major job provider in many countries; 

 The industry is fragmented globally and concentrated locally. 

 There are many differentiating factors amongst the producers:  

 Unlike some other base metals, logistics and proximity are key; 

 Steel producers regroup a variety of technologies, product mixes and positions in the value 

chain.  

 We acknowledge that steel is a cyclical industry: 

 Relative cost competitiveness of business models vary in time (vertical integration, EAF vs 

BF, flats vs longs); 

 Steel is a « Margin industry » with risks of margin squeeze between purchased inputs and 

final products prices. 
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BNP Paribas Metals & Mining 
General approach to the steel sector 

The industry is very heterogeneous and a tailor-made approach is required. 



 In many OECD countries, demand is still well below the pre crisis level (2008) and the global capacity 

utilization rates are only 72% on average. 

 Chinese demand has been declining since 2014:  

 Chinese demand decline  is approx. -4% in 2015 after nearly 3 decades of growth above 10%; 

 The combination of overcapacity + declining demand + low raw materials prices have led to a 

massive surge of Chinese exports, which are estimated to reach about 120mt for 2015; 

 This puts a lot of pressure on the margins of the whole industry and a serious threat for some 

players. 

 The impact on the industry is already here: 

 Vertical integration is no longer systematically an advantage; 

 Scrap prices have declined less than iron ore and coking prices, squeezing the EAF margins; 

 DRI based on cheap gas is less competitive due to very low coking coal prices; 

 Flats are cheaper than longs (slabs vs billets, HRC vs rebars), a very atypical situation 

historically, which we don’t necessarily believe will last forever. 
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BNP Paribas Metals & Mining 
Recent trends and current situation in the steel sector 

The increase in low cost exports and the sharp decrease in raw materials prices  

have reshuffled the competitiveness among steel producers 



 In the coming years, demand evolution is uncertain but we cautiously chose not to anticipate any 

rebound of Chinese steel demand:  

 Rebalancing of the Chinese economy (consumption vs investment) 

 Contraction of the real estate sector 

 However, capacity rationalization and environmental considerations in China, combined with new 

trade barriers abroad, could limit the impact of Chinese exports in the medium term. 

 

 As a result iron ore prices may well remain depressed during at least 2 to 5 years (massive low cost 

overcapacity, further helped by fuel and FX variations), while some  recovery in coking coal prices may 

come earlier (in about 2 years?). 

 

 The industry in our view should continue restructuring (cost optimization, consolidation) but it will take 

time to increase utilization rates above 80%. Crude steel capacity expansion has slowed down, but 

downstream  and value added mix capacity development will go on.  
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BNP Paribas Metals & Mining 
Outlook for the steel sector 

In this environment, there are still  a number of opportunities to finance solid steel producers  

in their corporate life, developments and projects  

when they make economic sense from a lender’s perspective. 
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BNP Paribas Metals & Mining 
One stop shop for debt solutions focused on the metals & mining sector 
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 Through its global Metals & Mining team, BNP Paribas has a unique franchise, dedicated to providing Corporate and 

Investment Banking services to producers and down stream players supported by: 

 commitment to a wide range of mining sponsors, from juniors to majors; 

 open for finance business around the world with appetite for emerging markets; 

 greenfield, expansion, acquisition and refinancing transactions; 

 integration of multiple financing products as appropriate to achieve best structure; 

 sector and product expertise recognized and awarded in the industry; 

 in-house technical and environmental & social expertise, with in-house Metals & Mining engineers;  

 a dedicated team with long standing experience and specific expertise in financing commodity logistics assets; 

 our thorough experience as financial advisor and arranger of project financings, in each region of the world, providing 

us with in-depth knowledge of every regional specificities and syndication market; 

 our expertise in advising on ECA-covered structured financings and our wide access to export credit agencies. 

 

 Integrated franchise offering access to M&A advisory, Equity Capital Markets, Debt Capital Markets, Loan Capital Markets, 

Ratings Advisory, Risk Management (FX, IR, Commodity Hedging) and Cash Management solutions 

 In the Metals & Mining sector, BNP Paribas consistently ranked among the top 3 Lead Arrangers in the league tables 

#1 Bookrunner and Mandated Lead Arranger for EMEA syndicated loans in M&M in 2014, Dealogic 

#1 Bookrunner for EMEA leveraged loans in 2014, Dealogic 

Commodity House of the Year in 2013, Energy Risk Magazine 

Top mandated lead arranger of export credit agency backed loans for the last 5 years, Dealogic 

We offer a complete range of financial solutions to suit our clients’ and projects’ needs 



BNP Paribas Metals & Mining 
A comprehensive Metals & Mining product range 

1 y 5 y 
 Corporate Lending  

 Revolving credit lines 

 Short term working 

capital 

 Inventory financing 

 Bridge Financing (e.g. 

acquisitions, bonds) 

 Corporate Lending  

 Pre-Export Financing 

 Acquisition Financing / Refinancing 

 Project Financing 

 Equity Bridge Financing  

 Mezzanine Financing 

 Project Financing 

 Processing facilities (smelter) 

 Mining Infrastructure  

 Mine development 

 Structured Financing 

 Multi source financings (ECAs, 

development finance institutions…) 

Short-Term Medium Term Long Term 

Debt products offered 

As part of the European Investment Banking division, Metals & Mining offers tailored services for transactions such as: 

 M&A advisory for private or listed companies 

 Fairness opinions 

 Privatisation 

 Primary equity transactions “Equity Capital Markets” 

 Capital increases, IPOs, secondary offers, bought deals, accelerated book building  

 Convertible bond issues and equity-linked transactions 

Integrated Corporate Finance expertise 

 Financing Advisory 
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Mining companies and 

scrap metal producers 

collect and prepare raw 

materials for the steel 

production.

Steelmakers produce 

crude steel, using iron 

ore and coking coal.

Rolling mills produce 

semi-finished steel 

products such as: bars, 

wore rods, hot rolled coil, 

plate, cold rolled, 

seamless tube, etc. 

Steel downstream 

processing is a steel-

related extension industry 

for finished products such 

as tube & pipes, strips, 

coated steel, etc.

Steelmaking Rolling millRaw materials Downstream 

processing
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BNP Paribas Metals & Mining 
Steel Expertise: scope 

 We cover every step of the value chain: raw material supplies and integration, liquid steel production, downstream 

transformation and distribution.  

 

Steel can also be 

produced from scrap 

and DRI in EAF. 



BNP Paribas Metals & Mining 
Key Success/bankability factors 
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 Challenges faced  by steel players create opportunities for them and for advisers / financiers of the industry; 

 Our selectivity process should orientate us towards the players which are best equipped to address the key challenges 

of the industry  

 

Costs 

 Operational excellence 

(logistics, energy efficiency, 

high productivity process; 

flexibility and fixed cost 

optimization); 

 Upstream integration is no 

longer a systematic advantage 

in the current environment; 

 Low cost of inputs (access to 

cheap energy and labour). 

 

 Strong position on the domestic 

market; 

 Large share of high value and 

margin products; 

 Diversification in terms of 

sectors (no concentration on a 

single sector, ie oil and gas). 

Financial 

structure 

 The steel players balance sheet 

is typical of a capital intensive 

industry; 

 Funding of investments and 

working capital to be 

adequately balanced between 

equity and debt (short term and 

long); 

 An appropriate leverage is key 

to address potential downturns 

affecting operating margins. 

Products 

On top of our usual credit considerations, these elements should form the basis of our “selectivity approach” 
applied to the industry  

Other criteria such as country of operations, critical size and BNPP relationship make some opportunities more 

immediate than others 
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 Size, market position, quality of the assets, 

reserves / production, track record; 

 Position on the cost curve vs competition; 

 Geographical location, access to customer 

base (logistics issues, vertical integration); 

 Ownership structure (Experience in the 

industry, quality of the sponsor, etc.). 

KEY INDUSTRIAL FACTORS 

KEY CREDIT FACTORS 

 Corporate structure, legal environment; 

 Leverage, gearing, debt maturity profiles, 

debt mix (DCM, bank debt); 

 Historical financial dynamics; 

 Cash flow analysis / resilience to bank 

scenarios. 

 Compliance (shareholders, management, 

customer base, etc), environmental and CSR  

considerations;  

ADDITIONAL KEY FACTORS 

 Accordance with BNP Paribas risk appetite; 

 Country of business. 

 Senior Metals Engineer inside the 

commercial team to assess the 

technical risks at inception; 

 Every opportunity is reviewed by 

the independant Industry Research 

team of BNP Paribas, with a risk 

oriented approach; 

 Systematic use of our own price 

scenarios. 

BNPP TECHNICAL EXPERTISE  
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SELECTIVITY 

 Strong modeling capacities, we 

work on a cash-flow based 

approach rather than LTV; 

 Structuring skills: every structure is 

a taylor-made solution to our 

clients, adapted to their credit 

profile. 

BNP Paribas Metals & Mining 
Our approach to the sector: selectivity 

BNPP FINANCIAL EXPERTISE  
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BNPP Metals & Mining’ CSR Culture 

 Our M&M franchise has already an extremely strict approach and adhesion to best practices in terms of 

Environment & Social (E&S) assessment/monitoring of the projects and companies that we work with:  

 Adhesion to Equator Principles (systematic assessment of projects against EP principles for project 

finance); 

 Mining Projects and Companies are assessed against a set of best practices and mandatory criteria 

defined in our BNPP Mining Policy (systematically reviewed and validated by our CSR department); 

 When we finance large CAPEX programs, we are used to have recourse to external E&S experts to 

assess E&S risks, and evaluate the appropriateness of E&S Impact Assessments and Plans. 

 

 We also have an in house thorough and quantitative approach to these subjects, using specific criteria 

for environmental, health and safety or social issues. 
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BNP Paribas Metals & Mining 
Corporate and Social Responsibility Focus 
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The Steel market is a large and very heterogeneous one; 

Our clients need a banking partner able to understand the market to accompany them over the cycle. 

 The Steel industry is cyclical, large, fragmented, heterogeneous and confronted to headwinds... 

 Strong Chinese exports are putting a lot of pressure on margins, in a context of overcapacity, while demand 

remains relatively sluggish in many regions and at a time when financial leverages are already high; 

 Due to raw materials prices sudden decrease, margins are further squeezed for upstream integrated producers 

and  those processing scrap instead of iron ore.  

 

 …but positive developments could improve the picture 

 Rationalization and environmental considerations in China could limit progressively exports; 

 Consolidation and cost rationalization will continue; 

 Still significant opportunities in some geographies and in value-added activities. 

 

 Our expertise allows us to be selective, better understand the risks and to determine appropriate structures. 
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BNP Paribas Metals & Mining 
Conclusion 
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Enna Pariset 

Managing Director 

Global Head CCFA Metals & Mining 

10 Harewood Avenue, London NW1 6AA - 

UK  

Tel : +44 207 595 0580 

e-mail: enna.pariset@uk.bnpparibas.com 

Charles Bichet 

Managing Director 

Deputy Head CCFA Metals & Mining  

16 rue de Hanovre – 75002 Paris – France  

Tel : +33 1 57 43 70 92 

e-mail: charles.bichet@bnpparibas.com 

Eric Louvert 

Senior Engineer 

CCFA Metals & Mining 

2, Place de Hollande - 1211 Geneva - 

Switzerland 

Tel: +41 58 212 2160 

e-mail: eric.louvert@bnpparibas.com 

Philippe Olivier 

Vice President  

CCFA Metals & Mining 

2, Place de Hollande - 1211 Geneva - 

Switzerland 

Tel: +41 58 212 2064 

e-mail: philippe.olivier@bnpparibas.com 

Bruce Vauzanges 

Vice President 

CCFA Metals & Mining 

2, Place de Hollande - 1211 Geneva - 

Switzerland 

Tel: +41 58 212 2237 

e-mail: bruce.vauzanges@bnpparibas.com 
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Disclaimer 
 

This presentation has been prepared by BNP Paribas for informational purposes only. Although the information in this presentation has been obtained 

from sources which BNP Paribas believes to be reliable, we do not represent or warrant its accuracy, and such information may be incomplete or 

condensed. This report does not constitute a prospectus and is not intended to provide the sole basis for any evaluation of the securities discussed 

herein. All estimates and opinions included in this presentation constitute our judgement as of the date of the presentation and may be subject to 

change without notice. Changes to assumptions may have a material impact on any recommendations made herein. 

 

BNP Paribas or its affiliates may, from time to time, have a position or make a market in the securities mentioned in this report, or in derivative 

instruments based thereon, may solicit, perform or have performed investment banking, underwriting or other services (including acting as adviser, 

manager or lender) for any company, institution or person referred to in this presentation and may, to the extent permitted by law, have used the 

information herein contained, or the research or analysis upon which it is based, before its publication. BNP Paribas will not be responsible for the 

consequences of reliance upon any opinion or statement contained herein or for any omission.  

 

This report is confidential and is being submitted to selected recipients only. It may not be reproduced (in whole or in part) to any other person without 

the prior written permission of BNP Paribas. Any U.S. person receiving this presentation and wishing to effect a transaction in any security discussed 

herein, must do so through a U.S. registered broker dealer. BNP Paribas Corporation is a U.S. registered broker dealer. 
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