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FOREWORD

The Secretariat of the OECD Steel Committee prepares a report on steel capacity
developments in non-OECD economies every two years. This report reviews available material on
existing capacity and on likely developments through 2010. To the extent possible, expectations
beyond 2010 are also reflected.

The regional tables in the Appendix to this report present detailed information on existing
and proposed steelmaking capacity and equipment in the non-OECD economies on a plant-by-
plant basis.

AVANT-PROPOS

Le Secrétariat du Comité de I’acier de I’OCDE établit tous les deux ans un rapport sur
I’évolution des capacités de production d’acier dans les économies non membres de ’OCDE. Le
rapport passe en revue les éléments d’information disponibles sur les capacités actuelles de
production et sur leur évolution a I’horizon 2010. Dans la mesure du possible, il tient aussi
compte des développements attendus apres 2010.

Les tableaux par région dans I’appendice présentent des informations détaillées, par aciérie,
sur les capacités et les équipements sidérurgiques actuels et prévus dans les économies non
membres de I’OCDE.
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DEVELOPMENTS IN STEELMAKING CAPACITY OF NON-OECD ECONOMIES:
TWO-YEARLY REPORT

I. Introduction

In accordance with the work programme of the OECD Steel Committee for 2007-2008, the
Secretariat has prepared a new edition of its two-yearly report on trends in steelmaking capacity in
economies that are not Members of the OECD. This report examines the current steelmaking
capacity of these economies and likely changes therein up to the year 2010.

The report includes regional tables containing detailed information by economy, on an
economy-by-economy, plant or project basis, as well as on existing capacity and equipment, the
starting date of planned projects, works ownership and the information sources used. It also
briefly describes the progress of projects, recent changes at existing works, and, where known, the
financing of projects. The capacity figures referred to in the text and tables are nominal or rated
capacity figures; they are, therefore, not strictly comparable with the effective capacity calculated
for OECD Member economies.

The purpose of this report is to consolidate the information and material collected.
Comments on the progress and classification are not in any way meant to represent a judgement
on the feasibility or advisability of the projects in question.

II. Summary

Non-OECD steelmaking capacity is likely to continue increasing steadily in the period to
2010. Total non-OECD steelmaking capacity in 2010 is expected to be at 1.2 billion tpy (tonnes
per year), up by 261.8 million tpy from a level of 952.9 million tpy in 2007. This represents an
average annual growth rate of 8.4%.

Looking at regional trends, Asia (including China and India) accounts for the largest part of
the increase, with 193.2 million tpy or 73.8% of the total 261.8 million tpy increase for all non-
OECD economies. This is followed by the CIS (31.3 million tpy), the Middle East (23.7 million
tpy) and Latin America (12.2 million tpy). In contrast, few changes in steelmaking capacity are
likely in Africa and non-OECD Europe.

In Asia, China is expected to add new steelmaking capacity of 150 million tonnes in the
period to 2010. However, this suggests a moderating rate of increase in Chinese steelmaking
capacity compared to several years ago. Other Asian emerging economies, such as India, Vietnam,
and to a lesser extent Thailand, have ambitious plans to expand capacity, boosting their
importance in regional capacity developments.

In the CIS region, much steel will be needed in the future to replace aging infrastructure and
support economic growth. With steps being taken to close outdated open hearth furnaces,
significant new expansions and further modernization of the industry will be necessary to meet
this growth in demand. Crude steelmaking capacity is expected to increase by approximately 31
million tonnes to 173 million tonnes by 2010.



Steelmaking capacity in the Middle East is growing at a fast rate. These steel net importing
economies are experiencing very strong growth in steel demand, to meet the requirements of
investments in oil and gas projects and downstream refining, as well as infrastructure and building
construction. Producers in the region are planning to expand capacity to meet this growth in
demand, especially in long products production such as reinforcing steel. Overall, steelmaking
capacity in the Middle East is projected to increase from 32 million tpy in 2007 to 56 million tpy
in 2010, representing an average annual growth rate of 20.1%.

Growth in steelmaking capacity in Latin America is expected to pick up in the period until
2010. The region has significant potential for expansion in steelmaking capacity, underpinned by
good availability of energy and raw materials, low costs of production, and bright prospects for
consumption growth. The region’s production capacity is projected to increase to 72 million
tonnes by 2010, up by 12 million tonnes from 2007. Most of this increase will occur in Brazil, the
largest producer by far in Latin America, where more than 10 million tpy of steelmaking capacity
will be installed, including several slab-for-export projects.

II1. Recent developments

This section examines developments in steelmaking capacity from 1998 to 2007, as well as
the current situation in capacity, production and consumption in non-OECD economies.

Trends in capacity, production and consumption

Total steelmaking capacity of non-OECD economies increased from 437.8 million tonnes in
1998 to 952.9 million tonnes in 2007, or an increase of 117.7% over this ten-year period. The
most remarkable increase occurred in China, where steelmaking capacity increased by 425.8
million tonnes, or 82.6% of the total 515.2 million tpy increase for all non-OECD economies
during this decade.

Change in steelmaking capacity

Unit: million tonnes

1998 2000 2002 2005 2007 Changes
(A) (B) (B-A)  (BIA%)
Non-OECD Europe 12.7 15.1 16.2 17.5 17.5 4.8 37.5
CIS 133.1 123.1 128.2 129.8 141.8 8.7 6.5
Latin America 43.0 47.8 51.7 54.4 59.4 16.4 38.0
Africa 141 17.2 17.5 20.6 20.7 6.6 471
Middle East 16.2 21.7 23.7 28.3 32.3 16.1 99.4
Asia 218.7 237.6 320.4 521.8 681.3 462.6 2115
China 134.2 149.6 228.0 414.0 560.0 425.8 317.3
Other Asia 84.5 88.0 92.4 107.8 121.3 36.8 43.5
Non-OECD total 437.8 462.5 557.6 772.5 952.9 515.2 117.7

Source: OECD Secretariat.

Capacity utilisation and self-sufficiency

Of the 952.9 million tpy steelmaking capacity for the total non-OECD economies at the end
of 2007, 84.4% was being utilised, as shown in the table below. Examining this by region,
capacity utilisation rates in the CIS, Latin America and Asia were over 80%, while those in non-
OECD Europe and Africa remained at a relatively lower level of 66.0% and 54.3% respectively.
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Capacity utilisation rate

Unit: million tonnes

Capacity 2007  Crude steel production 2007 Utilisation rate

(A) (B) (B/A %)

Non-OECD Europe 17.5 115 66.0
CIs 141.8 124.7 88.0
Latin America 59.4 49.6 83.5
Africa 20.7 11.2 54.3
Middle East 32.3 23.9 741
Asia 681.3 583.0 85.6

China 560.0 489.2 87.4

Other Asia 121.3 93.7 77.3
Non-OECD total 952.9 804.0 84.4

Sources: OECD Secretariat (for capacity) and IISI (for production).

With regard to self-sufficiency in crude steel, the CIS and Latin America maintained a
considerably high rate in 2006. In contrast, Africa, the Middle East remained at a lower rate of
below 100%. Non-OECD Europe recorded a decline in its self-sufficiency rate to below 100%. In
contrast, Asia saw its self-sufficiency rate rise above 100%. Between 2002 and 2006, self-
sufficiency of the total non-OECD economies rose from 97.9% to 105.4%, supported by China’s
increase during the period.

Self-sufficiency rate of crude steel

Unit: million tonnes

Crude steel production Apparent consumption Self-sufficient rate
(€) (D) (C/D %)
2002 2006 2002 2006 2002 2006
Non-OECD Europe 8.9 11.8 8.3 134 107.9 88.1
CIS 101.7 120.5 39.7 61.6 256.4 195.7
Latin America 42.2 46.6 33.0 40.8 128.1 114.1
Africa 10.6 11.6 14.9 21.2 71.2 54.6
Middle East 17.7 22.6 343 47.8 51.6 47.2
Asia 241.8 511.3 302.0 502.6 80.1 101.7
China 182.2 423.0 205.7 384.3 88.6 110.1
Other Asia 59.5 88.3 96.3 118.2 61.8 74.7
Non-OECD total 423.0 724.3 432.1 687.3 97.9 105.4

Source: 1ISI.



Iv. Outlook for the year 2010

Between 2007 and 2010, crude steelmaking capacity in all non-OECD economies is expected
to increase from 952.9 million tpy to 1.21 billion tpy, or by 27.5% during the period as a whole.
This corresponds to an average annual growth rate of 8.4%.' In terms of volume, the largest
expansion is expected to occur in China, which should account for 57.3% of the total capacity
increase in non-OECD economies. This is followed by India (11.7%), Russia (8.7%), Brazil
(8.1%) and Iran (3.9%). In contrast, few changes in steelmaking capacity are likely in Africa and
non-OECD European economies.

Supporting the capacity expansion is strong growth in steel demand, led by growing
infrastructure needs and budding industrial sectors in many emerging economies. Steelmakers
worldwide are responding to the favourable outlook with numerous greenfield, brownfield, and
modernization investments in the coming years. Though China continues to lead this capacity
expansion, some other developing economies are becoming increasingly important in world
capacity developments, as governments target growth and, in some cases, self-sufficiency, in steel
supplies.

Estimates for steelmaking capacity in 2010

Unit: million tonnes

Existing Increase to 2010 Capacity in 2010 Changes
2007 Firm Possible  Unlikely Mean Low High Volume %
) (B) (B-A) (BIA)
Non-OECD Europe 17.5 0.0 24 0.3 18.6 17.5 19.8 1.2 6.8
CIs 141.8 25.2 12.2 19.5 173.1 167.0 179.2 313 221
Russia 80.7 18.9 7.9 11.9 103.5 99.5 107.5 22.8 28.3
Ukraine 49.0 5.5 4.2 7.6 56.6 54.5 58.7 7.6 15.5
Latin America 59.4 3.2 17.9 20.1 71.6 62.6 80.5 12.2 20.5
Brazil 41.5 2.6 16.2 15.9 52.1 44.1 60.2 10.6 25.7
Africa 20.7 0.0 0.5 23 20.9 20.7 21.2 0.3 1.2
Middle East 323 18.4 10.6 26.8 56.0 50.7 61.2 23.7 73.2
Iran 13.3 16.5 4.1 7.5 31.8 29.8 33.9 18.5 139.4
Saudi Arabia 6.0 0.0 2.6 4.5 7.3 6.0 8.6 1.3 21.8
Asia 681.3 165.8 54.8 185.3 874.5 847.1 901.9 193.2 28.4
China 560.0 139.2 21.6 55.8 710.0 699.2 720.8 150.0 26.8
India 56.1 19.8 21.8 97.5 86.8 75.9 97.7 30.7 54.7
Non-OECD total 952.9 212.6 98.4 254.2 1214.7 1165.5 1263.9 261.8 27.5

Source: OECD Secretariat.

Non-OECD Europe

There are few changes expected to affect steelmaking capacity in this area. In Bulgaria,
Kremikovtzi aimed to increase its crude steel output by 20 per cent by the end of 2007. The
increase will see the plant's slab production reach 1.6 million tpy. Blast furnace No. 3 will be
increased from its 1,500 tpd production level to 2,000 tpd, while Ladle Furnace 2 will be brought
into operation. This will allow the continuous casters to reach their design capacity of 1.6 million

tpy.

" The method used to estimate steelmaking capacity for the year 2007 is described on p. 24. Capacity
expansion is mentioned hereafter in terms of the mean case estimate.
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In Croatia, Polish steelmaker Zlomrex is set to more than double production at Croatian
rebar maker Zeljezara Split now that its acquisition of the mini-mill has been approved. Zlomrex
is expected to have increased production to 80 per cent of the mill's 170,000 tpy capacity by
October 2007.

In Romania, Liberty Commodities, the London steel trader, is about to start work at Calarasi.
This involves the installation of a USD 90 million, 250,000 tpy mini-mill, equipped with a 30-40
tonne electric-arc furnace and a rebar rolling mill. Land for the project has already been procured,
and negotiations for equipment are at an advanced stage.

Russian steelmaker Mechel plans to boost production at its Targoviste electric-arc furnace
works in Romania by around 500,000 tpy by 2009. The mill is currently producing around
490,000 tpy of which around half is special steel and half is rebar. It will be achieved with the
addition of a new electric furnace and continuous caster as well as the revamping of two existing
rolling mills and a bloom caster.

In Latvia, Liepajas Metalurgs will build an integrated electric steel plant. The project
includes a major modernization of the scrap-based steelmaking process and the construction of an
entirely new rolling mill. The new plant is designed for annual production of about 810,000
tonnes of steel billet and 400,000 tonnes of steel bars and profiles.

The Commonwealth of Independent States

In the CIS, much steel will be needed in the future to replace ageing infrastructure and
support economic growth. With measures being taken to close outdated open hearth furnaces,
significant new expansions and further modernization of the industry will be necessary to meet
this growth in demand. Crude steelmaking capacity is expected to increase by 31 million tonnes to
173 million tonnes by 2010.

In Russia, which is attempting to completely phase out its open hearth furnaces by 2015,
expansion plans totalling 23 million tonnes have been reported, including several new mini-mill
projects. Numerous investments in continuous casters and other improvements will also add
considerably to Russian capacity over the coming years.

Ashinsky Steel Works plans to commission a new slab caster, part of a USD 350 million,
three-year investment plan at the plant. The mill will sign a contract for a 1 million tpy electric-
arc furnace from Danieli. The new furnace will end the plant's reliance on three open hearth
furnaces. The reconstruction of steelmaking operations at Ashinsky is expected to be concluded in
mid-2009.

Chelyabinsk (Mechel Steel Group) will install three new continuous casters and build a new
1.7 million tpy blast furnace by 2011 as part of a USD 1.3 billion revamp of its key Chelyabinsk
Metallurgical Plant.

India’s Jindal Stainless Ltd wants to fast-track the opening of a new 400,000 tpy slab-making

mini-mill near St. Petersburg to the autumn of 2008. The mill's equipment will include a 70-tonne
electric-arc furnace and a continuous caster to make 160mm-thick slab up to 1,500mm wide.
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Izhstal (Mechel Steel Group) will install a new line of equipment at its special Izhstal
steelmaking plant. The line includes an electric-arc furnace and a ladle furnace. The new EAF
capacity will be 56 tph and the new line will be expected to achieve production of 400,000 tpy.
The new line is expected to be commissioned in 2009.

Turkish steelmaker Kurum Demir plans to build a 1.5 million tpy long products works at
Volgadonsk, in southern Russia. The USD 150 million investment includes an EAF-based
meltshop to produce billet and rolling facilities to make rebar and wire rod products.

Lebedinsky Iron Ore Facility (Metalloinvest Group) has been permitted by the government
of the Russian region of Belgorod to build a third hot briquetted iron (HBI) plant at its facility.
The facility's second, 1.4 million tpy HBI plant was due to be commissioned by the end of 2007.

Magnitogorsk Iron and Steel Works (MMK) is planning to build a ninth blast furnace on the
site of an idled Soviet-era BF. The company hoped to commission the new BF towards the end of
2007. In 2006, MMK signed two major contracts for a continuous hot dip galvanizing line, with
an annual capacity of 450,000 tonnes, a 5,000 mm plate mill, and a slab caster. The mill is
scheduled to go on stream in mid-2009.

Maxi Group will move upstream at Berezovsky, where a 1.5 million tpy electric-arc furnace
(EAF) is under construction and should be commissioned by mid-2009. The group is also in
negotiations with the local government to build a 2 million tpy EAF plant at Nizhny Sergei.

Nizhny Tagil Iron and Steel Works, a division of the Evraz Group, has signed a four-year
contract with Siemens-V Al for reconstruction of the plant's convertor shop. The convertor shop’s
capacity will be raised to 4.3 million tpy, up 23 per cent compared to 3.5 million tpy at present.

Novolipetsk Iron and Steel Corporation’s crude steel capacity expansion will boost output by
40 per cent, from 9 million to 12.4 million tpy, and will nearly double its rolled output to 9.5
million tpy by 2011.

OMZ Special Steels, a subsidiary of Russia's OMZ Group, has ordered a 600,000 tpy
electric-arc furnace from SMS Demag. The furnace is to be erected in the existing bays at the
OMZ Special Steels work in Kolpino, St. Petersburg. Commissioning has been scheduled for the
end of 2008.

Seversky Tube Works (TMK Group) is replacing existing open-hearth furnaces with electric-
arc furnaces. TMK launched a 990,000 tpy electric-arc furnace supplied by SMS at its Seversky
mill in late 2007, which will provide steel for the plant's rolling operations.

Ural Mining and Metallurgical Company is to build a 550,000 tpy bar mill in Tyumen,
supplied on a turnkey basis by Danieli. The Italian plant maker will supply equipment for the full
production cycle, from scrap processing through steel melting, secondary refining, billet casting,
hot rolling, on-line heat treatment and final cold finishing. The mill, which will have a 70-tonne
electric furnace, is due to start up at the end of 2008.

Urals Steel (Metalloinvest Group) has signed a USD 3 billion contract with German plant-
maker SMS Demag for overhauling steelmaking operations and adding rolling capacity. Urals
Steel, the biggest asset of Metalloinvest, will replace existing open-hearth steelmaking facilities
with a 3.5 million tpy oxygen convertor block.

11



Zlatoust Steel Works (Estar Holding) has spent USD 93 million to build an electric-arc
furnace meltshop at its Zlatoust Steel Works by autumn 2007, the first stage of a full revamp of
the mill's production cycle. After completing the modernisation in 2011, the Chelyabinsk-based
mill will produce almost 1 million tpy of finished alloy and special steels.

In the Ukraine, Alchevsk Iron & Steel Works (AMK) has ordered a new blast furnace as
part of its hot metal capacity expansion and modernisation efforts at its integrated steel plant in
Alchevsk.

ArcelorMittal plans to modernize its Kryvy Rih metallurgical complex. It plans to double
steel production levels, boosting output to 12 million tpy. The projections mark a significant
increase over current levels. In comparison, the complex produced 8.1 million tons of steel in
2007.

Azovstal Iron and Steel Works plans to phase out open-hearth production completely and
replace it with three 350-tonne basic-oxygen furnaces (BOFs). It currently produces 6.3 million
tpy of crude steel, of which 1.7 million tpy is open hearth and 4.6 million tpy is BOF. The mill
will replace the six current blast furnaces with four modernised structures producing 7.5 million
tpy of pig iron.

Ilyich Iron and Steel Works will boost output by around 1 million tpy during 2009. The
company will produce an additional 500,000 tpy of hot-rolled coil and an extra 500,000 tpy of
heavy plate. The capacity is already in place, but the plant is not operating at maximum levels.

Niko Tube (Interpipe Group) is to increase its production of seamless pipes through the
installation of a 250,000 tpy treatment line for line pipes at its Niko Tube facility in Ukraine. The
line will be operational towards the end of 2008. In 2006, the company produced 1.21 million
tonnes of steel.

Nizhnedneprovsky Tube Rolling Plant (Interpipe Group) and the Italian company Danieli
signed a contract for the construction of a new electric furnace steel-making complex at the
Nyzhniodniprovsky Pipe Plant in February 2007. Capacity is targeted at 1.32 million tonnes of
steel annually, taking 26 months for the project to be realized.

Yenakievo Iron & Steel Works may increase its hot metal capacity by 1 million tpy by 2012,
when it rebuilds its No. 3 blast furnace. The plant near Donetsk operates four furnaces, including
the recently commissioned 1.1 million tpy blast furnace No. 5.

In Belarus, Belarus Iron & Steel Works opened a new 250,000 tpy seamless tube mill in July
2007. The Zolobin work's new facility can form tube in diameters of 21.3-168.3mm and lengths
of 6-15 meters.

In Kazakhstan, ArcelorMittal Steel Temirtau will invest USD 153 million in new production
facilities for construction steel. The company plans to raise production of construction steel to 1
million tonnes within five years. The new on-site production facilities, including a semi-
continuous caster, will be commissioned in August 2008 and the company hopes to produce
100,000 tonnes of finished products in 2008.

Caspian Stal Ltd is set to commission a 300,000 tpy mini-mill producing square billet and
rebar in Mangistau. The new mill's steelmaking facilities will consist of two EAFs and a
continuous caster.
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Kazakhstan Steel Pipe (KSP) has started up an oil country tubular goods plant in Pavlodar to
supply the oil and gas industries - the first facility of its kind in the country. KSP, based in the
northeast of Kazakhstan, has a capacity of around 250,000 tpy of oil country tubular goods and
line pipe. KSP's seamless pipe facility consists of an electric-arc furnace producing round billets
and blooms.

Latin America

The rate of expansion in Latin American steelmaking capacity is picking up. The region has
significant potential for expansion in steelmaking capacity, underpinned by good availability of
energy and raw materials, low costs of production, and good prospects for consumption growth.
The region’s production capacity is estimated to increase to 72 million tonnes by 2010, up 12
million tonnes, or 21 per cent, from 2007. Most of this increase will occur in Brazil, the largest
producer by far in Latin America.

In Brazil, 10.6 million tpy of steelmaking capacity will be installed during the projection
period, including several slab-for-export projects.

ArcelorMittal plans to increase production at its integrated steel mill in the state of Minas
Gerais as part of its plan to invest USD 5 billion in Brazil during the next five years, as announced
in late 2007. The Monlevade plant will double its crude steel capacity to 2.4 million tpy with the
addition of a new blast furnace with hot metal capacity of 1.5 million tpy.

Ceara Steel, a joint venture between Korea's Dongkuk Steel, Danieli of Italy and CVRD of
Brazil, plans to build a 1.5 million tpy slab-for-export plant in north-eastern Brazil in 2010. Half
of the output is to be shipped to Dongkuk and the balance sold on the spot market. Ceara Steel
was originally budgeted at a total investment of USD 800 million.

Germany's ThyssenKrupp and Brazil's CVRD, the largest iron ore producer in the world, are
implementing a 5 million tpy slab-for-export project to be built in the state of Rio de Janeiro. The
works is due to start up in March 2009.

ArcelorMittal Tubardo (formally CST) started up its third blast furnace in April 2007,
boosting its steelmaking capacity from 5 million tpy to 7.5 million tpy. The company also plans to
expand its hot strip mill to a capacity of 4 million tpy effective early 2008.

CSN, in partnership with China's Shanghai Baosteel Group Corp, is in the process of setting
up two new slab-for-export plants in Brazil, each with capacity of 4.5 million tpy. The plants, one
in Itaguai, in the Rio de Janeiro state, have already been approved by the company's board.

China's Baosteel is partnering with CVRD and possibly other companies to build a new 5
million tpy steel slab plant in Brazil's Espirito Santo state.

Gerdau Group is on schedule to complete a USD 4 billion investment programme that will
lift its crude steel capacity by 12 percent to 21.9 million tpy by the end of 2009. Its Ouro Branco
plant expanded crude steel capacity from 3 million tpy to 4.5 million tpy in October 2007.

Usiminas will undergo a 2.2 million tpy crude steel expansion at the Ipatinga works in the

state of Minas Gerais, for which equipment will now start to be sought. The equipment will
include a new blast furnace and steel shop, and support further rolling capacity.
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The Russian industrial groups TMK and Commetprom have signed a letter of intent with the
state of Pernambuco in north-eastern Brazil to proceed with a feasibility study on a 3 million tpy
integrated HR and CR mill, to be located at the rapidly developing Suape port complex. The
project would involve an investment of USD 1.8 billion in two phases, with 1.5 million tpy of
crude steel and flat product rolling capacity being installed. If all goes well, the first phase could
start up in 2008 and the second in 2010.

Vallourec Group and Sumitomo Metals signed an agreement in July 2007 to set up a joint
venture company in Brazil (Vallourec & Sumitomo Tubos do Brasil Ltda.) to manufacture
seamless pipes. After becoming operational in 2010, the joint venture will employ charcoal blast
furnaces, a 600,000 tpy seamless pipe mill and 1 million tpy of crude steel facilities.

Votorantim Metais has placed an order with Italian plant-maker Danieli for the supply of all
the steelshop equipment for the company's recently announced 1 million tpy mini-mill to be built
in Resende, in the Rio de Janeiro state. The works is expected to start up in 2009, mainly
producing long products. The order includes an electric-arc furnace, a ladle furnace, a continuous
billet caster and de-dusting facilities. The works, which has its own iron ore mine, has a crude
steel capacity of 350,000 tpy.

In Argentina, Acindar's new 300,000 tpy crude steel capacity came on stream in July 2007.
The USD 100 million expansion was approved at a time of continuing strong demand in the
Argentine domestic market. Direct reduced iron-based Acindar produces carbon and special steel
grades.

In Bolivia, India's Jindal Steel and Power signed a contract in January 2007 with the
Bolivian government to invest USD 2.1 billion over the next nine years for the El Mutun iron and
steel project. The company will build a 10 million tpy iron ore pellet plant, a 6 million tpy sponge
iron plant and a 1.7 million tpy steel plant.

In Colombia, Brazil's Votorantim Group is adding capacity at the steelworks it recently
purchased. The company will at least double the current 350,000 tpy crude steel capacity of
Acerias Paz del Rio within two years.

Africa

In Nigeria, African Steel Mills Nigeria Ltd, established by the Gupta family, started
operations in 2004. The company operates electric induction furnaces with a combined melting
capacity of 200,000 tpy and a rebar rolling mill with a capacity of 200,000 tpy. There are also
plans to set up another meltshop and rolling mill in Abuja.

In South Africa, ArcelorMittal South Africa (AMSA) will go ahead with a project that will
increase crude steel capacity at its Newcastle works by 140,000 tpy. The expansion at Newcastle
and the relining of furnaces at the company's Saldanha works are all part of an expansion to lift
the company’s production to 9.5 million tpy by 2010.
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The Middle East

Steelmaking capacity in the Middle East is growing rapidly. Demand for steel in the region is
expanding as higher energy and raw material prices increase income and boost investment in the
region. Producers in the region are planning to expand capacity to meet this growth in demand,
especially in long products production such as reinforcing steel. Steelmaking capacity in this
region is projected to rise from 32.3 million tpy in 2007 to 56 million tpy in 2010.

Iran, the major producer in the region, plans to raise capacity from 13.3 million tpy in 2007
to 31.8 million tpy by 2010. Mobarakeh Steel Company (MSC) is a large player in Iran who will
raise capacity at Esfahan from 4.2 to 5.4 million tpy. The project is one of three that will take
MSC's flat products capacity to 9 million tpy by 2010. The project will focus on MSC's steel
melting facilities. Other projects are the 700,000 tpy Saba thin-slab mini-mill and the Shahid
Kharazi project, which will provide additional capacity of 2 million tpy.

Esfahan Steel, Iran's largest long products producer, plans to expand its crude steel capacity
from 2.2 million tpy to 3.6 million tpy by 2008. The company became the country's first producer
of H-beams.

Alborz Steel is building a new steel plant on the Persian Gulf coast that will gain its own
meltshop in the second phase of development. Gamborn Steel has plans to build a 2 million tpy
electric-arc furnace by March 2009. This would make it the largest private crude steelmaker in
Iran.

Ardebil Steel planned to start up a billet plant in Iran in March 2008. The 500,000 tpy
meltshop will be fed with scrap or direct reduction iron. The electric-arc furnaces and
transformers, as well as ladle furnace and continuous caster, have already been installed and other
machinery is being shipped to Iran.

The state-owned Arfa Iron & Steel Company will build an 800,000 tpy steel plant in the
Ardakan Iron & Steel complex. The project will comprise an 800,000 tpy electric-arc furnace and
a continuous caster producing slab, fed by a direct reduced iron (DRI) plant.

A ceremony in Baft marked the start of construction of Bafi Steel, one of eight direct
reduced iron-fed mini-mills NISCO has committed to building by 2010. The company will have
billet capacity of 800,000 tpy and is one of the eight steel projects that the Iranian government is
promoting in order to stimulate growth in economically undeveloped areas of the country.

Essar Pars Steel Company, a joint venture which is majority owned by the Indian steelmaker
Essar, started building a 3 million tpy direct reduced iron plant and a 1.4 million tpy billet making
mini-mill in Iran in 2007. The first phase is scheduled for commissioning by 2009.

Iran Alloy Steel Co (lasco) has signed an engineering, procurement and construction contract
with a consortium of Iranian firms in order to more than double its alloy steel capacity to 450,000
tpy. The company has a separate project to build a carbon steel mini-mill with capacity of 650,000

tpy.

Iran National Steel Industrial Group has begun production at its new 430,000 tpy billet-
making facility and aimed to reach full capacity by the end of 2007. The new meltshop produces
billet, fed by a 60-tonne electric-arc furnace.
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Iran's Mines & Metals Technological Engineering Company (MMTE) was set to provide a
new direct reduced iron plant to the Khouzestan Steel Company (KSC) in May 2008. The Zamzam
II DRI plant will have a capacity of 960,000 tpy. It is part of KSC's development plans to increase
its semi-finished steel product capacity to 3.2 million tpy from 2.2 million.

Safa Industrial Group has begun to build the Middle East's largest steel plant in the Iranian
city of Khorramshahr. The plant will have designed capacity of 9.2 million tpy of crude steel. In
the first phase Safa will begin producing some hot-rolled coil and plate by the end of 2008, before
ramping up to full production by the end of 2010.

India's Tata Steel has won approval from the Iranian government to set up a 3 million tpy
steel project in the country. The project could be commissioned in three years from the start of
construction, though it remains unclear when Tata Steel will be able to start work on the project.

The Iranian Mines & Mineral Industries Development & Renovation Organization has
allocated USD 450 million for the development of a new steelmaking plant in the Hormozgan
province. The works, which is scheduled for commissioning in the summer of 2009 near Bandar
Abbas on the Persian Gulf, will initially produce 1.5 million tpy of slab.

In Bahrain, United Stainless Steel Company is in the process of building a 90,000 tpy cold-
rolling mill in Bahrain. The USD 210 million mill will be the first stainless strip producer in the
Gulf region.

In Egypt, Al Ezz Steel Rebars plans to install a new 1.35 million tpy EAF-based meltshop
and a 800,000 tpy thin-slab caster at its majority-owned subsidiary 4/ Ezz Flat Steel (EFS), where
output of finished products will also increase by 800,000 tpy.

ArcelorMittal will build a 1.6 million tpy DRI-based steelworks after a placing a bid for
USD 62 million. The company intends to start construction of the 1.6 million tpy plant and a 1.4
million tpy billet-making electric-arc furnace steel plant in 2009, which will be located on Egypt's
northern Red Sea coast. The licence was auctioned by Egypt's Ministry of Trade and Industry and
is one of four DRI-based steel expansions the Egyptian government has recently approved.

In Iraq, The government remains open to approaches to reopen the State Company for Iron
& Steel in Basra, the steel plant destroyed in the Gulf Wars, despite the failure of a privatisation
attempt in the middle of 2007. A 1.1 million tpy direct reduced iron plant, four electric-arc
furnaces, two 6-strand continuous casters for 100-150mm square billet, a 12-32mm twist-type bar
rolling mill and a UPN sections mill are all still on site.

In Kuwait, U