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Safety - Journey to Zero  

Unit 2011 

LTIFR 

2012 

LTIFR 

Comments 

AMSA 1.24 0.61 No fatalities 

Vdbp 1.41 0.31 New record at 107 

days 

Saldanha 0.26 1.12 Completed 370 LTI-

free days 

Newcastle 0.94 0.71 Best ever 

performance 

Vereeniging 1.63 0.78 Solid performance 

Pretoria 0.00 0.00 Over 800 LTI-free 

days 

C&C 2.43 1.84 Steady improvement 
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Zero fatalities with record LTIFRs 

Lost Time Injury Frequency Rate 

(Employees and Contractors) 
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Poor market conditions persisted through 2012 

Headline loss of R518m (2011 = loss of R52m) 

EBITDA of R1 121m (2011 = R1 720m) and margin 4% 

(6%) 

Steel prices in dollar declined on average by 7% and 
3% but increased in rand by 5% and 10% respectively 
for flat and long products 

Steel shipments decreased 2% with domestic sales 

down 5% and exports improving by 7% 

Cash cost of steel sales per ton increase by 2% mainly 

due to iron ore costs 

Positive cash movement of R445m to take the net cash       

to R884m 

Net result of lower steel and C&C EBITDA 
(YoY change) 
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Key result drivers 

Q4 2012 vs Q4 2011 2012 vs 2011 

Flat steel product prices in Rand -3% 5% 

Long steel product prices in Rand -6% 10% 

Liquid steel production -13% -7% 

Total sales volume 0% -2% 

Domestic sales volume -4% -5% 

Export sales volume 9% 7% 

HRC Rand cash cost per tonne 6% 5% 

Billet Rand cash cost per tonne 7% 11% 

Labour productivity -11% -6% 

ZAR movement (average rate) 7% 13% 
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Weak domestic market negatively impacted margin 
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Global economy 

Year on Year Growth (%) USA China Euro Zone RSA Global 

GDP 2011 1.8% 9.2% 1.4% 3.5% 3.8% 

GDP 2012 2.2% 7.5% -0.4% 2.6% 2.3% 

2011 Steel Production (mt) 

Growth % 

86mt  

7.1%  

695mt 

 8.9% 

177mt 

2.8%  

7.5mt 

-1.3% 

1 500mt 

6.8% 

2011 Steel Consumption (mt) 

Growth % 

89.1mt 

11.5% 

624mt 

6.1% 

153mt 

5.5% 

5.2mt 

2% 

1373mt 

5.5% 

2012 Steel Production (mt) 

Growth % 

89mt 

 3.2%  

717mt 

3.2% 

169mt 

 -4.5%  

 7.1mt 

 -5.3% 

 1 550mt  

3.3% 

2012 Steel Consumption (mt) 

Growth % 

94.2 

5.7% 

640mt 

2.6% 

151mt 

-1.3% 

4.9mt 

-5.8% 

1422mt 

3.7% 
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Sources: IMF/World Bank, WorldSteel Association, StatsSA, AMSA estimates 

Global steel consumption expected to grow by 2% to 3% in 2013 
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Global environment – raw material prices 
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Global raw material basket decreased more than the price of steel 

Sources: AME, AMS and TEX Report 

Scrap Iron ore Coal HRC price % available for other costs & margin 
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Electricity costs 
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Electricity is becoming an unaffordable source of energy 

Eskom’s pricing structure increased by 

21% pa over past 6yrs 

• Tariff 18% pa 

• Fixed distribution and admin charge          

22% pa 

• Environmental levy 29% pa since 2009 

AMSA electricity costs increased by       

18%  pa over past 6yrs  

• 7% of revenue (2006 = 3%) 

• 7% of EBITDA costs (2006 = 4%) 

Electricity costs (Rm) 

Revenue (Rm) 

EBITDA (Rm) 

ArcelorMittal South Africa 
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South African steel consumption is low at 129.4kgs per capita since 2007 

Long  Flat  

CAGR over 20 year period 

Flat 0.6% pa 

Long 1.8% pa 

Source : SAISI actuals up to 2008, thereafter AMSA estimates 
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Domestic market – consumption by major sector (000t) 
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The construction sector has reached its lowest level in 10 years 

64% 61% 65% 66% 67% 67% 65% 65% 65% 

14% 

8% 
15% 

15% 

15% 
15% 

15% 

14% 14% 12% 

13% 
10% 

11% 

11% 
12% 

13% 

12% 13% 

Construction Mining & Agriculture Automotive & assembly Manufacturing 

10% 

10% 
9% 

7% 
6% 

7% 

8% 8% 

3.9mt 5.2mt 4.9mt 4.3mt 5.9mt 5.8mt 5.9mt 4.5mt 4.8mt 

57% 

9% 

20% 18% 

Source : SAISI actuals up to 2008, thereafter AMSA estimates 

4.9mt 
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Domestic market – inventory levels (000t) 
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Stocks are at record lows in terms of weeks’ consumption 

Available stocks (weeks) Stocks  

Source : SAISI actuals up to 2008, thereafter AMSA estimates 
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Steel products 
Shipment volume (000t) 
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Overall trading conditions were challenging 
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Commercial coke 
Shipment and import volumes compared to South African FeCr production (000t) 
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Commercial coke sales now at 90% of local demand 

Imports 

Source : Core Consultants 

Shipments SA Fe Cr production 
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Environmental investment program  

2007 2008 2009 2010 2011 2012 2013 

Environmental R123m R221m R293m R331m R79m R128m R430m(e) 

Large projects • Waste 

Disposal Site 

(WDS) prep 

VDBP 

• Dam 10 clean 

up VDBP 

• Upgrade of 

WDS  

• Ground water 

study VDBP 

• Fugitive dust 

suppression 

• Maturation 

ponds VDBP 

• Dam 10  and 

1 to 4 rehab 

VDBP 

• New coke 

storage area 

VDBP 

• Remed of 

Dam 10 

VDBP 

• New & old 

WDS activities 

VDBP 

• Storm water 

improvements 

• Newcastle de-

sulphur 

project 

• Sinter clean 

gas at VDBP 

• Vdbp coal 

water 

treatment 

plant at coke 

ovens 

• Vdbp BFD 

stock house 

bag house 

• Newcastle 

ZED 

• Saldanha 

by-product 

storage area 

• Coke oven 

battery 

tightness 

program 

• Coal water 

treatment 

plant 

• BFD stock 

house bag 

house 

• Tar plant 

• BF gas 

holder 

upgrade 
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Achieving higher levels of compliance 
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Headline earnings (Rm) 

2011 2012 

Revenue 31 453 32 291 

EBITDA 1 720 1 121 

Depreciation -1 423 -1 598 

Profits / (loss) from operations 297 -477 

Net finance cost -137 -274 

Tax -118 184 

Equity earnings / (loss)* -34 59 

(Profit) on disposal/scrapping of assets -60 -10 

Headline earnings / (loss) -52 -518 

- In US$m -7 -63 

• Higher sales prices increased revenue 

marginally 

• Accelerated depreciation on the EAF’s 

and caster  

• Net financing cost higher due to lower 

average cash balance 

• Taxation credit of R184m 

• Equity earnings denote a profit of 

R59m  

• Insurance payments 
– R245m as 2nd payment for dust catcher 

repair at Newcastle 

– R188m as settlement of Saldanha 

taphole burn through during 2009 

18 

Price cost squeeze leading to headline loss 

*After tax 
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EBITDA from segments (Rm) 

2011 2012 

Flat steel products 597 -266 

Long steel products 500 770 

MCC 870 503 

Corporate and other -247 114 

Total EBITDA 1 720 1 121 

EBITDA margin 6% 4% 

• Weaker performance driven by 2% 

decrease in sales  

• Flat products shipments decreased by 

8% and long products increased by 

16% 

• Sales prices in rand terms increased 

by 7% , with domestic products 

increasing 7% and exports 10% 

• EBITDA of MCC was R503m (-42%) 

with commercial coke sales slipping  

by 27% with average prices 

decreasing 3%  

• Loss under corporate of R247m in 

2011 comprises de-recognition of an 

embedded derivative 

19 

EBITDA from flat steel and C&C disappoints 
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Main steel cost drivers (R/t crude steel) 

2011 2012 
% 

change 

Iron ore & pellets 949 1 142 20% 

Scrap / DRI / HBI 328 199 -39% 

Coking coal & other fuels 1 468 1 611 10% 

Electricity 381 425 12% 

Other energy & utilities 173 205 18% 

Manpower 481 557 16% 

Maintenance 333 402 21% 

Alloys, fluxes & coating materials 542 528 -3% 

Refract, electrodes & consumables 333 342 3% 

Gen exp, outside serv, prof fees, 

IS/IT & insurance premiums 
507 590 16% 

Total 5 495 6 001 9% 

• Iron ore cost increased by 20% driven by 

Thabazimbi (+19%) as result of reduced 

volumes 

• Iron ore costs relating to Sishen 

increased in ZAR due to a weaker 

exchange rate 

• Iron ore increases were offset by 39% 

decrease in the cost of scrap and DRI 

mainly due to lower scrap utilisation 

• Average cost of coal static as the 

decrease in international prices were 

countered by a weakening exchange rate 

• Electricity costs were up 12% as the tariff 

increase was countered by reduced 

activity from the EAF’s 

20 

Electricity and ore from Thabazimbi driving variable cost 
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Cash flow (Rm) 

2011 2012 

Cash generated from operations 2 045 1 316 

Working capital -2 813 695 

Capex -1 190 -875 

Interest & investment income 81 100 

Finance cost -103 -170 

Investments -180 -366 

Tax -243 -52 

Dividends -221 

Repayment of borrowings & finance lease -616 -228 

Net cash flow -3 240 420 

Effect of forex rate changes cash 173 25 

Net cash flow -3 067 445 

Cash 439 884 

• Cash outflows consist of: 

– R875m capital expenditure 

– R170m financing costs 

– R52m tax payments 

– R366m relating to our investment in the 

iron ore exploration project in the 

Northern Cape and CoAL 

– Repayment of borrowings and finance 

leases amounted to R228m relating to 

our capital expenditure at the captive 

mines 

• Working capital turnaround of R3.5bn 

21 

Cash balance improved to R884m 
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Working capital movement (Rm) 

2011 2012 

Inventories -2 624 1 117 

Finished products -112 -62 

Work-in-progress -1 721 526 

Raw materials -755 678 

Plant spares and stores -45 -25 

Receivables -557 700 

Payables 656 -883 

Utilisation of provisions -288 -239 

Working capital movement -2 813 695 

• Net working capital reduced by R695m 

– R1 100m reduction in inventories of 

which R1 400m relates to lower volumes 

offset by a R300m price impact 

– Metal stocks decreased 170 000t  

– Iron ore inventories reduced once 

operational activities were normalised in 

2012 

• Lower activities and purchase prices 

during 4th quarter led to a decrease in 

payables of about R880m 

• Improved Transnet performance led to 

reduced inventory holding 

22 

Reduction in working capital largely as a result of lower stock volumes  



FINANCE 

Click to edit Master text 
Financial Results for the year ended December 2012 

Financial ratios 

2011 2012 

Operating margin 0.9% -1.5% 

EBITDA margin 5.5% 3.5% 

Revenue / invested capital (times) 1.2 1.2 

Return on equity -0.2% -2.3% 

Net cash / equity 0.4% 2.1% 

• Both operating and EBITDA margins 

reflect the poor trading conditions 

• Return on equity dropped to negative 

2.3% 

• Net cash to equity ratio improved from 

0.4% to 2.1% 

23 

Positive working capital management reflected in net cash to equity 
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Quarterly headline earnings and EBITDA trends (Rm) 
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Ongoing weakening of domestic sales in 2012 reflected in bottom line 

Variable Q3 2012  Q4 2012 

Liquid steel 

production volumes 

 

1 320 000t 

 

1 043 000t 

Local steel sales 

• Volume 

• NRP change 

 

802 000t 

-R121/t 

 

696 000t 

-R52/t 

Export steel sales 

• Volume 

• NRP change 

 

295 000t 

-R125/t 

 

292 000t 

-R10/t 

Headline loss (R168m) (R456m) 
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Other key issues 
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Sishen arbitration 

Anti-trust matters 

Environmental compliance notices 
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Other key issues 
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Science Centre contributes handsomely to improved pass rate in Sedibeng 

Sedibeng West District matric pass rate in 2012 rose 7%  to 79% 

R40m Nelson Mandela Primary school in Mthata to be handed over in second quarter 2013 

Since 2009, 44 new houses built in Orange Farm benefiting more than 264 people: 18 houses 

built in 2012 

R9m TB/ARV wellness centre to be handed over to Sebokeng Hospital during Q2 2013 

Bursary scheme and Science Centre graduates providing excellent candidates into our 

employee pipeline 
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Outlook for Q1’13 

• Business environment  

– Domestic sales expected to improve 

– Improving environment for international steel prices 

– Increased production volumes after successful repairs at Vanderbiljpark and Newcastle 

• Earnings  

– Turnaround from lossmaking to breakeven position 

– Impacted by ZAR/USD exchange rate movements 
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Cautious optimistic on domestic recovery 



www.arcelormittalsa.com 

Financial results 
for the year ended December 2012 

Questions 


