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www.arcelormittalsa.com Overview 

Key messages 

Positives 

• LTIFR at 0.43 compared to 0.54 during the same time last year 

• Operating profit for H1 despite a number of challenges 

• Much improved production reliability 

• Marked improvement in Transnet‘s performance 

• Developments with Government are at an advance stage 

• Approach to maximise BBBEE score reaping benefits with H1 2015 results up 20% 

Challenges 

• One fatal incident involving a contractor employee occurred at Vanderbijlpark Works  

• Increase in net borrowings of R1.9bn for H1 to support working capital increases  

• EBITDA affected by poor trading conditions 

• Iron ore price paid was more than 60% higher than EPP values 

• Continued flood of cheap imports 

• Negatively affected by Eskom load shedding 
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www.arcelormittalsa.com Overview 

Our value creation model 
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Key:  t = Tonnes          kt = Kilotonnes          TWh  = Terawatt hour          ML = Mega litres 

Steelmaking process 

Plate 

Hot rolled coil 

Blast furnace 

Raw materials 

Coiled rounds 

Flats, rails, joists, 
rounds, angles, 

billets and channels 

Flats, reinforced bar, 
rounds, angles and 

blooms 

INPUTS 

Natural capital 

Raw materials consumed 

H1 2014 H1 2015 

Iron ore 2 868kt 3 691kt 

Coal 2 103kt 2 384kt 

Purchased scrap 235kt 47kt 

Fluxes  839Kt 859kt 

Energy 

Electricity 

purchased (TWh) 
1.85 1.75 

Water intake 

Water intake (ML) 7 500 8 100 

Human and intellectual capital 

H1 2014 H1 2015 

Employees* 8 885 9 257 

Hired labour* 2 064 919 

Service 

contractors* 
3 344 2 911 

Training spend R69.5m R91.3m 

Salaries and 

wages 
R1 848m R1 878m 

*Average for the period 

Financial capital 

H1 2014 H1 2015 

Capital 

expenditure 
R936m R392m 

 Manufactured capital H1 2014 H1 2015 

 Flat steel products 1 505kt 1 358kt 

Domestic market 969kt 983kt 

Export market 536kt 375kt 

Long steel products 690kt 674kt 

Domestic market 565kt 578kt 

Export market 125kt 96kt 

Coke and chemicals 

Market coke 208kt 252kt 

Tar 53kt 47kt 

Other 660kt 574kt 

 Financial capital 

Shareholders/Investors/ 

Employees 
H1 2014 H1 2015 

Revenue  R17 927m R16 443m 

EBITDA  R810m R715m 

Profit from operations  R159m R27m 

EBITDA margin 4.5% 4.3% 

 Human capital 

Employees/Contractors H1 2014 H1 2015 

Safety : LTIFR 0.54 0.43 

Safety : Fatalities 2 1 

 Social capital  

 Local communities/suppliers/local business 

H1 2014 H1 2015 

Social-economic 

development 
R8.2m R8.4m 

Procurement spend R13 486m R18.3m 

Direct GDP 1.0% 0.7% 

Indirect GDP contribution (0.4%) (0.3%) 

Economic value contribution R17 927m R15 565m 

Taxes contributed R180m R199m 

Procurement spend - QSE & 

EME 
R1 054m R1 071m 

Blast furnace 

Electric arc furnace 

Caster 

Billet mill 

Hot strip mill 

Revenue H1 2014 H1 2015 

Domestic R13 290m R13 194m 

Export R4 637m R3 249m 

Our markets, our customers, our world 

AMSA exports H1 2014 H1 2015 

Total 661kt 471kt 

Sub-Sahara 72% 88% 

• SADC 25% 4% 

• East Africa 55% 75% 

• West Africa 15% 11% 

Far East 12% 3% 

Middle East 11% 2% 

Other 5% 7% 

The real cost of steel ** 

(2014) 

Steel content 

in product 

weight 

Steel input 

material cost 

as % of price 

Shipping container 98% 65% 

Beverage can 98% 30% 

Washing machine 50% 12% 

VW Polo 48% 3% 

Isuzu KB DC 51% 2% 

Ford Ranger DC 49% 2% 

**AMSA estimates 

OUTPUTS 

Domestic market 
National** 

2014 (2013) 

AMSA 

2014 (2013) 

Sectorial Industries 4 900kt (5 400kt) 3 002kt (3 126kt) 

Construction 56% (56%) 60% (60%) 

Metal products 24% (22%) 20% (20%) 

Automotive & assembly 12% (13%) 11% (11%) 

Mining & agriculture 8% (9%) 9% (9%) 



www.arcelormittalsa.com Overview 

China –  
Latin America 

9.6 
0.3 

5.4 1.4 

9.7 4.3 

12.7 10.0 

12.7 15.6 

7.7 11.9 

28.9 

3.9 

6.3 1.3 

12.0 
0.7 

5.3 2.8 4.9 2.3 

4.4 3.0 

23.2 
12.9 

China – 
Developing Asia 

Sales environment 
China drives oversupply and is the largest global exporter  

Source: ISSB 

6.9 7.6 

2014 2005 

Exports 

CIS - Europe 

1 Low-carbon cast iron produced by adding steel scrap to molten pig iron        2 Trade flows with volume larger than 4 Mt in 2014 are depicted  

Japan/ 
S.Korea/ 
Taiwan - 

China China - Europe 

China - MENA 
CIS - MENA 

Japan/S.Korea/Taiwan 
- Latin America 

Japan/S.Korea/ 
Taiwan – MENA 

Europe – MENA 

North America – 
Latin America 

167 

+54% 

Other 

Latin  

America 

CIS 

Europe 

China 

Japan/ 

S.Korea/ 

Taiwan 

2014 

258 

28 

5 

19 

50 

90 

66 

2005 

24 

9 

31 

43 

19 

41 

Japan/S.Korea/Taiwan - 
North America 6.0 6.7 

Europe – North 
America 

Trade is growing and centered 

in Asia, (mt excl semis1)  

Major steel export flows (>4mtpa) 2005 vs 2014 (mt excl semis, origin and destination region given2)  

China –  
North America 

• In 2005, Steel exports were widely distributed across the globe 

• However in 2014, steel exports are almost exclusively from China and developed Asia  

• China produces half of the steel in the world and has a large portion of the global overcapacity  

China - Japan/ 
S.Korea/ 
Taiwan  

17.3 
7.4 

Japan/S.Korea/ 
Taiwan – 

Developing 
Asia 
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www.arcelormittalsa.com Overview 
Source: SAISI, Steel insight – cost comparison, OECD stats, StatsSA, AMSA, DMR, Eskom, BMW plant.co.za, South Africa.info 

` 

1 Indirect jobs estimated using industry multipliers 

Industry highlights 

64 

Fasteners 71 

Total 5,464 

Cables, wire products 

1,038 

Unallocated 749 

Other 406 

589 

Structural steel 687 

Building & construction 1,128 

Packaging 130 

Mining 145 

Automotive  396 

White goods 61 

Agricultural 

Imports 

• Medupi will consume 

120,000 tonnes of steel, more 

than the world’s tallest building the 

Burj Khalifa 

38

4

7 

157 

376 

110 

275 

4,080 1,200 2,880 

125 

875 

11 
3 
8 

385 

450 2,250 2,700 

1,000 

• Structural steel is South Africa’s 

largest primary steel export, worth 

over R6bn in 2014 

• Kusile will have ~ 5300 km of 

cabling installed, double the 

length of South Africa’s coastline  

• Rosslyn, built in 1968, was BMW’s 

first plant established outside of 

Germany 

• South Africa has nearly 90% of 

the platinum metals, 80% of the 

manganese, 73% of the chrome 

and 41% of the gold reserves on 

earth 

Indirect Direct GDP contribution 

2014, ZARbn 

Domestic steel sales 2014, kt 

per annum  

Employment1 

2014, ‘000  

∑ = 582 ∑ = 8,200 

Sales environment - Top 5 steel consuming industries contribute 

~R600bn to SA’s GDP (~15%) and employ ~8m people 
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www.arcelormittalsa.com Overview 

Steel is at the core of at least 3 industrial eco systems in 

SA through employment and skills development 

Source: AMSA factor report, AMSA site overviews, StatsSA – average household size 

Vanderbijlpark 

Saldanha 

Newcastle 

Other 

9,000 

AMSA supported (direct & indirect) 

15,300 

Other 

4,080 

20,320 

AMSA supported (direct & indirect) 

6,120 

3,000 
Other 

AMSA supported (direct & indirect) 

Staff training 

• ~ 120 000 training seats per year 

• 1 800 learners and apprentices supported 

• R42m spent on training engineers and artisans 

 

Number of households  

in community 

2014 

Number of SMEs  

supported 

2014 

380 

103 

89 

Training and community learning 

Broader community learning 

• Supports 2 schools 3 science centres 

• ~25 000 school-going students reached  

• R40m invested in local communities in 2013 
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www.arcelormittalsa.com Overview 

China prices its products below both SA’s and their own 

cost of production 

 • Chinese price (excluding 

transportation) is 29% less 

than SA cost of 

production, and ~10% less 

than Chinese production 

cost for lowest cost 

quartile producer 

• The Gauteng landed price 

of Chinese product is over 

13% cheaper than the cost 

of production in SA  

• Estimated average 

Chinese assistance and 

subsidies of close to $122 

per tonne of product 

 397 

 87  484  106 

 378  35 

 343 

 45 

 34  422 

Estimated 

trade 

assistance 

Total SA 

produc- 

tion cost 

-62 

Total 

Chinese 

product 

price 

Transport 

cost to 

Johannes-

burg from 

Durban 

Transport 

cost to 

Durban 

from 

China 

SA fixed 

produc- 

tion cost 

China  

price 

Difference 

in SA and 

China   

cost of 

production 

SA 

variable 

produc-

tion cost 

Cost of 

production 

for a lowest 

cost 

quartile 

Chinese 

producer 

HRC  

USD/t, 2014 average   

USD difference 

Source: MEPS international steel review, International Trade solutions China report, AMSA   
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www.arcelormittalsa.com Steel market overview 

Raw material environment  

Global 

• Raw material basket (RMB)  
– Flat steel products achieved a premium of 84% over 

the RMB up from the 65% in H1 2014 as 

result of the RMB decreasing faster than HRC prices 

(-35% vs -28%) 

– For the same reason long steel products achieved a 

premium over the RMB of 66% in H1 2015 up from 

the 53% in H1 2014 

– Within the RMB, iron ore declined the most (-46%) 

followed by scrap (-30%) and coking coal (-18%)  

• Comparing price changes  

– The table alongside depicts the demise of the 

industry as all values declined by large margins 

– Slowing Chinese demand and excess supply 

weighed heavily on commodity prices and iron ore 

prices collapsed to $60/t in H1 2015 compared to 

$112/t in H1 2014 

– Metallurgical coal market remains depressed  

11 

Sources: Platts, AME, AMS and TEX Report 

International RMB relative to HRC & rebar prices 

International H1 2015 Change 

Iron ore $60/t -46% 

Scrap $268/t -28% 

Pellets $91/t -36% 

Hard coking coal $95/t -19% 

Coke $166/t -23% 

Tin $17 007/t -26% 
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www.arcelormittalsa.com Steel market overview 

Raw material price environment  

ArcelorMittal South Africa  

• Local iron ore prices declined by only 3% as 

weakness in international prices did not have a 

similar impact stemming from the agreement with 

Kumba 

• Metallurgical coal sourced from local suppliers 

showed a reasonable decline falling 45% 

• Procurement savings initiatives resulted in a cost 

reduction of R539m, which is expected to be 

realised over the full year 2015 

• Transnet’s performance improved markedly from 

81% in Q1 to 91% in Q2 resulting in a sharp 

decline in road transport with a mere 73kt of raw 

materials supplied by road during the quarter, 

compared to 395kt in Q1 

12 

Sources: Platts, AME, AMS and TEX Report 

Change in values from  H1 2014 to H1 2015 

ArcelorMittal South Africa H1 2015 Change 

Iron ore (for) R693/t -3% 

Scrap (delivered) R2 748/t -16% 

Pellets (delivered) R1 349/t -25% 

Local non met coal (delivered) R1 226/t +4% 

Imported met coal (delivered) R1 990/t -9% 

Local met coal (delivered) R992/t -45% 

HRC domestic price   R6 926/t -10% 

Rebar domestic price R6 546/t -13% 

-45.7% 

-3.2% 

-17.0% 

-8.6% 

-29.8% 

-16.3% 

-27.7% 

-9.8% 

-29.6% 

-12.5% 

4.6% 

-10.1% 

-9.5% 

-8.8% 

8.6% 

9.3% 

-9.1% 

-8.8% 

-46% -36% -26% -16% -6% 4%

SA Inflation
International iron ore ($/t)

AMSA iron ore ($/t)
International coal ($/t)

AMSA Imported coal ($/t)
International scrap ($/t)

AMSA Scrap ($/t)
Electricity

Natural gas
International HRC price ($/t)

AMSA HRC domestic price ($/t)
International rebar price ($/t)

AMSA rebar domestic price ($/t)

-13.3% 

-18.2% 

-25.1% 

Change in USD values 

Change in ZAR values 

-21.3% 

-18.9% 



www.arcelormittalsa.com Steel market overview 

Sales environment  

Global 
• Monthly finished steel output slowed from 95.2mtpm 

in H2 2014 to 93.2mtpm in H1 2015 (-2.1%) while 

apparent consumption moved from 57.7mtpm to 

56.7mtpm over the same period (-1.7%) marginally 

increasing the material ‘available’ for export 

• During 2013 Chinese steel exports averaged 

5.2mtpm while in 2014 it moved up 50% to 7.8mtpm 

and in H1 2015 it accelerated to 8.7mtpm (+11%)  

• Not surprisingly imports of steel into sub-Sahara 

Africa (and Africa) grew by 23% (+21%) with around 

80% of the Chinese steel exports into Africa 

destined for sub-Sahara Africa  

• However, Chinese steel exports into SA rose by an 

alarming rate of 42% from H2 2014 to 2015 (5 

months) and its share of the SA steel import market 

is now at 65% (2014 = 56% and 2013 = 39%) 

• World Steel Association expects global demand to 

increase by 0.5% as result of developed & emerging 

market growth outpacing the contraction in China 
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www.arcelormittalsa.com Steel market overview 
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Sales environment  

Domestic 

• SA total apparent consumption increased 153kt 

(+6%) from H1 2014 to H1 2015 made up as 

follows: 

– Domestic sales = -53kt (-3%) 

– Imports = +206kt (+45%) 

• As end user demand was very low it implies that 

most of the imported material ended up in inventory 

with real consumption declining 2%  and stock 

levels at 9.4 weeks (H1 2014 = 7.9 weeks) 

– Flat stocks at 10.8 weeks (8.7 weeks) 

– Long stocks at 7.3 weeks (6.8 weeks) 

• The surge in imports from China was mainly in the 

long product area which added 74kt (+104% or 80% 

of total increase in long imports) while flat gained 

134kt (+34% or 74% of total increase in flat imports) 

• As AMSA sales into the domestic market increased 

by only 4% it created a concomitant decline in 

market share to 58.6% (59.8%) 
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Source : SAISI actuals up to 2008, thereafter AMSA estimates 

14 

Apparent consumption and market share  

(flat) 

Apparent consumption and market share 

(long) 

M
arket share (%

) 

A
pp

ar
en

t c
on

su
m

pt
io

n 
(k

t)
 



www.arcelormittalsa.com Steel market overview 
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Sales environment  

Domestic (continued)  
• Reasons for continuous growth in imports in addition 

to the oversupply in the international markets 
– Most imports are offered on the basis of 180 day 

payment terms at minimal cost by traders 

– Adoption of dual supplier principle  by some key 

customers due to unreliable local supply/better 

terms 

– BBBEE legislation change 

• Existing duty structure on primary and finished steel 
do not promote beneficiation in steel & downstream 
development 
– Primary products - most countries have protection 

such as Turkey (30 – 40%), India (8 - 10%), Brazil 

(12 - 25%), China (3 - 7%), Australia (5%) while 

specific short term measures were also introduced  

– Finished Products - Wire & Wire Products (most 

countries have duties of 10% - 20%) 

• SA don’t have duties on primary products with 
limited duties on certain specialty finished products 
(bolt & nuts) 
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Source : SAISI actuals up to 2008, thereafter AMSA estimates 

Imports of primary steel products (t) 
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www.arcelormittalsa.com Operating results 

EBITDA from segments (Rm) 

H1 2014 H1 2015 

Flat steel products 184 155 

Long steel products 178 18 

Coke and Chemicals 205 229 

Corporate and other 243 313 

Total EBITDA 810 715 

EBITDA margin 4.5% 4.3% 
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www.arcelormittalsa.com Operating results 

Main steel cost drivers (R/t liquid steel) 

Flat Long 

Cost item  H1 2015 
Change on 

H1 2014 

H1 2015 

Weight 
 H1 2015 

Change on 

H1 2014 

H1 2015 

Weight 

Raw materials R3 145 -5.4% 46.9% R2 772 -15.1% 47.7% 

Auxiliaries & consumables R1 995 +9.2% 29.8% R1 516 +2.0% 26.0% 

Fixed cost R1 559 +0.7% 23.3% R1 528 -3.3% 26.3% 

Total  
Liquid steel (000t) 
Average exchange rate (ZAR) 

R6 699 
1 707 
11.92 

+0.0% 
+0.7% 

+11.3% 

100% 
 
 

R5 816 
857 

11.92 

-8.1% 
+34.8% 
+11.3% 

100% 
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www.arcelormittalsa.com Operating results 

Iron ore cost trends 

• After benefitting R780m from the agreement in H1 

2014, the inverse was achieved when 

international iron ore prices declined and AMSA 

had an extra ‘cost’ of R100m in H2 2014 and 

R940m in H1 2015 – cumulative net detriment 

R260m (Excluding the 20% margin the extra cost 

for H1 2015 amounts to R380m) 

• Compared to H1 2014 EPP values decreased by 

32% in H2 2014 and by another 23% in 

H1 2015 compared to the previous 6 months 

• Compared to H1 2014 Kumba's invoiced cost 

increased by 11% in H2 2014 and by another 

22% in H1 2015 compared to the previous 

6 months (Excluding the 20% margin H1 2015 

increased by 3% compared to H1 2014) 
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www.arcelormittalsa.com Operating results 

Cost reduction initiatives 

H1 2014 H1 2015 

Key KPI improvements 

Saldanha electricity consumption (Kwh/tLS) 

Saldanha HRC ultra thin rolling <= 1.09mm (tons) 

Fuel rates at Newcastle (kg/tHM) 

Fuel rates at Vanderbijlpark (kg/tHM) 

VDB BOF steel - full cast regrades (%) 

VDB BOF steel - meantime between failure (hours) 

 

354 

20 320 

545 

542 

3.06 

27 

 

340 

23 249 

516 

523 

1.48 

178 

Fixed costs 

SGA 

Repair & maintenance 

Production & logistics 

R3 715m 

R433m 

R1 478m 

R1 804m 

R3 607m 

R355m 

R1 395m 

R1 857m 

Other 
• Beeshoek cost of iron ore reduced by $10/t from 2014 to 2015 while expensive Tshikondeni is out of the mix 

• The improved rail performance by Transnet allowed for less transfers with expensive road logistics 

• Completed the BU decentralisation, corporate restructuring and optimised Newcastle/Vereeniging production 

• Revision of service contracts ongoing and the conversion of hired labour to service contracts have been settled 

• Established maintenance governance committee 
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www.arcelormittalsa.com Operating results 

1 Based on Vanderbijlpark production cost   2 Based on Newcastle production cost  

Chinese exports are priced below SA cost of production   

Source: MEPS International Steel Review  

• The input costs of 

Chinese products are 

subsidised thus giving 

Chinese products a 

strong cost advantage  

• Matching Chinese IPP 

will result in steelmakers 

in South Africa making a 

loss 

• Given that steel 

oversupply is likely to 

continue for at least the 

next 5 years, this will 

cause major harm to and 

possible closures in the 

SA steel industry 

Flat1   

Long2  

HRC 

Wired 

Rod  

Rebar  

CRC  

South Africa production cost   
China fob 

Transport cost to Gauteng  

Transport cost to Durban  
2015 H1 - USD/t  

South African production costs for various steel products vs Chinese IPP 

 -12%  

-13% 

 -21%  

-17% 
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www.arcelormittalsa.com Operating results 

Operating margin compared to Chinese profitability (Rm) 

• The Chinese steel industry seems more resilient 

to the vagaries of the steel markets in terms of its 

actual level of profitability and one of the reasons 

is the level of subsidisation 

– In 2014 subsidies accounted for 80% of the profits of 

the steel enterprises while in 2013 it was 47% 

• Typical subsidies awarded to the Chinese steel 

industry include: 

– Preferential loans and direct credit  through state-

owned commercial or policy banks  (33% weight) 

– Equity infusion and debt-to-equity swaps (36%) 

– Provision of electricity and raw materials for less 

than adequate remuneration  

– Export credit insurance reimbursements 

– Refund of real estate land-use taxes in certain areas 

(10%) 

– Direct transfers of government funds to steel 

producers in the form of cash grants (2%) 
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Source for Chinese information: Morgan Stanley Source: Study compiled by International Trade Solutions (May 2015) 
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www.arcelormittalsa.com Operating results 

Steel production and shipment volumes 

Production 

• Total production increased by 7% (177kt) 

– Flat products declined 1% to 1 707kt 

– Long products 28% higher at 856kt as result of 

reline 

• Capacity utilisation at 80% vs 74% in H1 2014 

• Production also affected by Eskom load shedding 

Shipments 

• Overall shipments declined 7%   

– Flat products sales to the domestic market 

increased 1% while export despatches fell 30% 

– Long products shipments where static into the 

domestic market while exports decreased 23% 

• AMSA’s core markets (Domestic & AOL) now 

constitute 83% of total steel sales (H1 2014 = 

75%) 

• Exports into Sub- Saharan markets (incl AOL), 

constitute about 88% of our export sales, up from 

72% during the same time last year 
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Coke and Chemicals 

• World wide stainless steel production is expected 

to grow by 3% in 2015 to almost 43mt 

• However global stainless steel output in H1 2015 

declined 4% due to higher destocking by 

consumers anticipating lower prices in H2 2015 

and hence an increase in output is forecasted for 

the second half 

• Global FeCr production increased almost 4% to 

5.4mt for the first six months mainly as result of 

SA entities skewing its annual output towards the 

first half on the year in an effort to avoid the 

higher electricity tariff over the winter months 

• Commercial coke demand remained strong during 

H1 2015 but some of it was taken up by increased 

imports from China as AMSA’s coke availability 

remained low due to higher internal metallurgical 

coke demands 

• FOB China coke price averaged $166/t in H1 

2015,  23% below the average for H1 2014 
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H1 2014 H1 2015 

Maintenance & spares 856 301 

Environment 51 23 

Expansion 20 68 

Total expenditure 927 392 

25 

Capital expenditure (Rm) 

• Main on-going projects during 2015 
– Vanderbijlpark: 3rd ladle furnace at steel plant (H1 = R80m), battery 7 collecting main replacement (H1 = R11m) 

– Newcastle: Blast furnace reline (H1 = R34m), replace BOF sludge filter presses (H1 = R21m), new BOF slag 

disposal site (H1 = R23m), replace 33kV panels and breakers (H1 = R11m), rebuild boiler 2 (H1 = R6m) 

– Saldanha: Procure one tube bundle set for the Midrex (H1 = R15m) 

• H2 2015 the focus will be on: 
– Vanderbijlpark: Complete waste gas channel ducting (H2 = R22m), battery 4 bracing and end flue repair 

(H2 = R32m), replace BOF off-gas coolers (H2 = R29m), producing double reduce material (H2 = R20m), 

complete 3rd ladle furnace (H2 = R22m) 

– Newcastle: Blast furnace reline final payments (H2 = R60m), BOF slag disposal site (H2 = R25m) 

– Coke & Chemicals: Battery N2 bracing and end flue repair (H2 = R54m), tar plant environmental compliance 

(H2 = R19m) 
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Capital expenditure (Rm) 

• Capex budget for 2015 is R1.3bn 

– Investing in the future of renewable energy sector 

• Plate mill was upgraded during Q4 2014 at a cost of R24m 

• Some 450t plate supplied for wind tower anchor cages 

• Tower plates still being imported from China at very low prices 

• 800t already produced for solar storage tanks (next orders expected Q4 2015) 

• 6 000t plates produced  heavier than 7t for H1 2015 

– Economic footprint (subject to approval) 

• Chrome free material project was completed in Aug 2014 on colour coated material 

• Investigating conversion of the continuous annealing line to a galvanising line plus a 

new paint line to serve the automotive and construction industries  

• Energy saving projects  

• A contract has been placed to build a new boiler at Vanderbijlpark Works to supply 

steam to the under utilised 40MW power plant (12MW gain)  

• Alternative funding options are being investigated for other energy saving projects 
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Headline earnings (Rm) 

H1 2014 H1 2015 

Revenue 17 927 16 443 

EBITDA 810 715 

Profit from operations 159 27 

Finance and investment income 45 66 

Finance costs (252) (418) 

Tax credit / (charge) (69) 54 

Equity earnings 102 160 

Loss on disposal / scrapping of assets 9 2 

Headline loss (6) (109) 

HEPS (2) (27) 
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Cash flow (Rm) 

H1 2014 H1 2015 

Cash generated from operations before working capital 733 851 

Working capital (624) (1 578) 

Capex (866) (656) 

Net finance cost (151) (235) 

Tax (31) (35) 

Other investing activities 48 (182) 

Realised forex loss (25) (86) 

Increase of borrowings and finance lease 91 1 848 

Cash flow (825) (73) 

Effect of forex rate change on cash 40 (3) 

Net cash flow (785) (76) 

Cash in bank 406 378 

Short term loans (1 000) (2 900) 

Net borrowings (594) (2 522) 
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www.arcelormittalsa.com Finance 

Working capital movement (Rm) 

H1 2014 H1 2015 

Inventories 181 (971) 

Finished products 325 (448) 

Work-in-progress (443) (623) 

Raw materials 361 219 

Plant spares and stores (62) (119) 

Receivables (585) (939) 

Payables (140) 490 

Utilisation of provisions (80) (158) 

Working capital movement (624) (1 578) 
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Key result drivers – EBITDA bridge (Rm) 
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Other key issues 

• Potential closure of Vereeniging Works – final decision by end of August 2015 

• Work with Kumba to potentially extend the life of the Thabazimbi mine 

• Continued progress on our aggressive BBBEE score improvement, including:  

– 5% ESOP approval to be requested from shareholders in September 

– 21% BEE ownership transaction process to commence 

• Good progress on the legacy Competition Commission issues   

• Continued engagement with Transnet to sustain improved performance 

• Continued review of ideas and plans to reduce our cost of energy   

• Our view is that excess global steel capacity, low global iron ore prices and low steel prices 

are the new reality and the company needs to change the way it operates in that 

environment 

• SA government asked to address import tariffs, localisation of steel and participation in the 

benefits of the current low iron ore prices urgently as the absence of these will force the 

industry to significantly restructure  

 

 

33 
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Outlook for H2 2015 

• Domestic economy to remain in the current state while sub-Sahara Africa economies 

expected to support demand for steel 

• Fill the mill strategy adopted in latter half of 2014 to continue but at economic levels with 

focus on low cost efficient production and cash preservation  

• Even though we will be producing to economic capacity and reducing costs, the above 

factors will result in earnings remaining depressed 

• Reach conclusion on tariffs, steel localisation, pricing model and Competition Commission 

issues with government 

• Pursue solutions for lower iron ore prices 
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