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1930 @-’8’9 6.59% 7.80%

1 IS e = 1999 8.97% 13.94%
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-—ﬂi(mo 2004 22.46% 25.22%
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The output of China’s iron, crude steel and steel since
China’s economic reform
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After entering the 21st century, China’s iron & steel

output grows ftaster obviously.




o ’lﬁﬂ)ng demand'drives the,
{eyelopmentiof. China’s ironsés steel™
industr

it z)e » China’s GDP reached 13.65 trillion RMB, with
Jrow_ rate 01 9.5%, the highest since 1997.

- Hrc Foim 1 1994 {o 2004, the 1iron & steel output increased by

j_2*_95 times.
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'm.sing demandiis the essential
e for the developmept;..p_;_f-CHina-s-"
— iron & steellindustry

withithe economic development, China’s
AVE r‘ seincome is growing fast, which brings the
pwih of consumption demand. In particular, the
crease of the urban people’s income and growth of

- @fmal estate industry brought by the urbanization are
e the important impetuses for steel product demand.
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China Per Capita GDP from 1987 to 2004
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The per capita steel consumption in China from 1987 to 2004
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The per capita steel consumption amounted to 210kg in
2004.



imce 199075 the influence of GDR and
XCURASSCE nvestment on steelsoutput hiave™
fiicrcased obyiously.:
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The proportion of fixed asset investment in GDP

The proportion of fixed asset investment in GDP is over 50%
in 2004.
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Investment on real estate

1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004

Fixed asset investment, in particular the real estate

investment 1s the main accelerator for China’s iron & steel
industry development.
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Steel consumption intensity in fixed asset investment

[nvecent 10 years, the steel consumption intensity remains
at 4000mt steel for 100million RMB fixed asset investment.
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The ratio of real estate investment in total fixed asset investment
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The ratio of real estate investment in total fixed asset

imvestment mcreases continually in recent years.
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Ilhe fixed asset investment in different

mdustries ' m 2004
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—&@— Fixed asset investment
—ll— Steel product

Real estate investment —

Under the macro-control policy, the growth rate of fixed asset
mvestment and real estate investment decreased by 0.9 % and
1.6 % respectively, but the steel output still increased by 1.45 %.




am'evelopment o' downstream™
lusiry*enhance, the develepmﬁ tof
I’s iron & steel mdustry.

INIOY /‘/. hlna istbecoming the world workshop.

— =T

gieconomic development also improved the
— *':;é elopment of energy, transportation and raw
materlals industries which are the bottlenecks for the

- farther development.
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The production of China’s industrial boiler in past 10 years
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Growth 16.95% 15.37%



The automobile production growth
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The growth of Metallurgical equipment production
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The growth of chemical equipment production
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The growth of generation equipment production
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The growth of metal cutting machine tools production
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The growth of electric tools production -
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the growth of alternator production
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The growth of family washing machine production
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The growth of family refrigerator production
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The growth of air conditioner production
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tm'g run, China”s iron & steel
mdustry willhayea great prospect

4 C_'ru‘mz Sicconomy will mamtam high speed growth in a
ionpAperiod

: ’_f"r iee main factors propelling the steel demand
wall Iﬂs glixed asset investment, consumption and export

2 ‘f‘é bht the srowing economy in middle and west areas,
— 1€ construction of infrastructure in these regions will
== w-«-rib_é the new focus in the next stage

— = Along with the growth of average GDP, the domestic
-~ consumption will increase continually.

* China will play the role of world workshop for quite a
long time.




steel consumption in main countries and areas in 2002
kg/ per capita
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Although China’s steel output will be over 300 million tons, the average
consumption is only slightly higher than the world average level, far

behind' the level in developed countries. For each 1kg increase in per
capita consumption, the total steel output will increase by 1.3 million tons.



yatch clo?é‘]y the impact of state xelated
industiy policies

‘.!_‘_r

follin SteeNndustyAdevelopment®
_ (approved by Standing Committee of
, Councﬂ on 20™ April, 2005. )

x
=- *

,qd- I he size of iron & steel industry should be rationally
~controlled to meet the need of economic and social

_ development
‘2 Strengthen the etfort of adjusting and restructuring
iron & steel industry.

3. Optimise the structure of the iron & steel industry and
benefit the economic development.

4. Upgrade the iron & steel industry technology by
improvement and innovation.
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losely the impact of stilg,relatgd._
ry policies (Continued)

—

S her develop the recycling economy to lower the
s ergy-and material consumption and enhance the
CQ prehenswe material utilization.
’: ';-,9 utilize the domestic and international resources to
= establish stable resource supply system of the iron &
=-_-.-=E-='-
== Steel industry.

=
—a'’
__—_' -
=

7. Raise the iron consumption efficiency and encourage
~ new substitute material development.
8. Deepen the mechanism reform of iron & steel industry
to perfect related regulation and industry policies.




Vaich closely the'fmpact ofistate,
_, . e
_relg cd ndustryspolicics (contimued)

J

—¢

). ' .
(: (g5
= =

SASUTes L0 promote the mron & steel™™
justry sustainable development (National
Elopment & Reform Commission on 29"

i)

_| tlonally adjust the iron & steel industry production

5 > O
rf‘i (1(

__{.3_- 1ze

?2:.- *Greatly enhance the concentration of iron & steel
—  — Industry.

3. Actively adjust iron & steel industry layout.
4. Quickly optimise the iron & steel products structure.

5. Strengthen the innovation capability of iron & steel
enterprises.
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i closely the impact —Q;_state
| -d industry’ policics (continucd)

T ——

lisitionally-use the international resources.

RAiSe the efficiency of iron utilization.
G 'a tinue the mechanism restructure reform of iron &

= f_;_ﬂ gel industry.
‘ mprove the macro control of iron & steel industry.

S‘_peﬂ‘i up the development olfrecycling economy.
.

= = The_ iron & steel industry development of China should target
‘on meeting the domestic market demand, while the import &
export remain as complementary supply of different products.




Yatch closely the impact of state related
industry policies (con"tlﬂ‘ﬂiﬁ

Oyer igargeliiny: deneli
Ll n‘. iestriction

Cil_f_L | lllng the export refunding for billet
lifonroreimport license

:educmg the export refunding to some iron

ﬁ_,_,;pn)ducts
== ~Import duty is imposed




fishort term, the iron & steellindustry;
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- taces,challenges s
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The growth rate of investment in real estate industry
is decreasing %
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The effect of macro control is emerging. The investment on fixed assets is
reducing. Especially the growth of the real estate industry is slowed down

due to recently implemented policies that aimed at cooling down the over-

heated real estate industry.




shmpm the iron'& steel industry
“taces challenges (continued)

MG rowtinoitheroutput volumeroffmost

yapr:oducts decreased compared with that of last year.

toclig

- ——

Hor oGl ple (growth rate)

-.

=3 Q1 2005 Q1 2004 Q1 2003
A :[_T 'oblle 3.77% 26.88% 50.98%
”E:T”Ierator 38.87% 102.56% 64.68%
Refrlgerator 11.15% 30.36%
~Air conditioner 17.03% 43.94% 54.99%
Cement -4.44% 20.58%




( shb‘ﬁﬂn the iron'& steel industry
faces challenges (cont-ln-ufdj p—

’_f'_'rne'r_'r‘,’w"'r" CONSTTFICHEdNMIPTEVIOUSIWOoryearsthavebeen
ii andiin operation this year.

1ng vo the anticipation of Iron & Steel Association,
Wlll be another 40 million tons production capacity
thrin this year.

el

e -nfthe first quarter, the output of crude steel was 78 million
~—  tons, a srowth ot 25.20% compared from last year; pig iron
- 73 million tons, a growth of 27.32% ; steel product 83

million tons, a growth of 22.39%.
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YR HR_C Steel Price Trend. sy
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The international iron and steel price is dropping now.

Some companies are cutting their output. (Source: MBR)
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policies have been implemented. (Source: China Metals Weekly )
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lshioxt term, the iron & steeq_;ydustljy_..
& taces challenges, (continued)

e omesucdemanditoriron and steel is stll very stfong.
INNOIEH thiclinvestment on fix assets grew by 25.3%
Q _I__‘f. hieinvestment on real estate also grew by 27.8%
f I, the average income of rural residents reached 967

— posable income of urban residents reached 2938 RMB, a
g @ 3% Increase.

i

= *In Ql, the total retail volume in urban areas grew 14.7%,
while that of rural area grew 11.7%.

* In Ql, the total export volume is 155.9 billion USD, an
increase of 34.9% and the total import volume is 139.3
billion USD, an increase of 12.2%.




[PACEH from macro control on fixed assets investment
'E‘l
fessure fitom mcereasing output
mpact irom price decline in the international market

e "ncrease of production cost

irthe long run, China’s iron and steel industry still
:_‘“ — has vast growth space for the following reasons:
|~ The China’s economy will remain a fast growth in the near future

im—

E——

The urbanisation of rural areas in China and the infrastructure
construction of western areas

The growth of average income will enhance consumption
capability

China will remain the position of world workshop
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* Note: data from China Statistic Bureau except noted







