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  Forward-looking statements 
 

This presentation includes forward-looking information and statements about ArcelorMittal South Africa (“AMSA”) 

and its subsidiaries that express or imply expectations of future events or results. Forward-looking statements are 

statements that are not historical facts. These statements include, without limitation, financial projections and 

estimates and their underlying assumptions, statements regarding plans, objectives and expectations with respect 

to future production, operations, costs, products and services, and statements regarding future performance. 

Forward-looking statements may, without limitation, be identified by words such as ‘believe,’ ‘expect,’ ‘anticipate,’ 

‘target,’ ‘plan,’ and other similar expressions. All forward-looking statements involve a number of risks, 

uncertainties and other factors not within AMSA’s control or knowledge. Although AMSA’s management believes 

that the expectations reflected in such forward-looking statements are reasonable, investors and holders of 

AMSA’s securities are cautioned that forward-looking information and statements are subject to various risks and 

uncertainties, many of which are difficult to predict and generally beyond the control of AMSA, that could cause 

actual results and developments to differ materially and adversely from those expressed in, or implied or projected 

by, the forward-looking information and statements contained in this presentation. The risks and uncertainties 

include those discussed or identified in the filings with the Johannesburg Stock Exchange (the “JSE”) made or to 

be made by AMSA, including AMSA’s Annual Report of the year ended December 31, 2015 filed with the JSE. 

Factors that could cause or contribute to differences between the actual results, performance and achievements of 

AMSA include, but are not limited to, political, economic and business conditions, industry trends, competition, 

commodity prices, changes in regulation and currency fluctuations. Accordingly, investors should not place 

reliance on forward looking statements contained in this presentation. The forward-looking statements in this 

presentation reflect information available at the time of preparing this presentation and have not been reviewed 

and reported on by AMSA’s auditors and apply only as of the date they are made. Subject to the requirements of 

the applicable law, AMSA shall have no obligation and makes no undertaking to publicly update any forward-

looking statements in this presentation, whether as a result of new information, future events or otherwise or to 

publicly release the result of any revisions to any forward-looking statements in this presentation that may occur 

due to any change in AMSA’s expectations or to reflect events or circumstances after the date of this presentation. 

No statements made in this presentation regarding expectations of future profits are profit forecasts or estimates. 

Disclaimer 
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Overview 

Wim de Klerk 



Positives 

Designation  

&  

localisation 

Saldanha  

campaign extension 

completed & repair  

program on  

batteries Empowerment  

deal concluded  

with employees  

4th largest 

shareholder 

Competition  

matters 

 

Headline 

loss  

decreased 
Toll  

agreement  

reached with  

Evraz Highveld 

structural mill 

5 



Challenges 

Domestic  

demand at seven  

year low due to subdued 

GDP & lack of 

infrastructure  

spent 
Although  

negative cash  

flow, net debt  

reduced  Safety 

Transport & 

logistics 

Safeguards 

RMB*, steel 

price & ZAR 

volatility 

Production  

losses stemming  

from once off 

operational  

events 
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Lagging indicators 

• Three fatalities 

• Increase in LTIFR to 0.62 (2015 = 0.48) 

• Management campaigns  

– Journey to zero harm  

– Employee behaviour  

– Emotional connection  

– Build on characteristics of caring company  

– Contractor management 

Leading indicators 

• Management visual felt leadership 

• Layered plant audits (165 961 shop floor audits) 

• Serious occurrences and potential serious 

incidents or fatality lessons learnt 

Safety 

LTIFR - Lost time injury frequency rate per 1m man hours 

DIFR - Disabling injury frequency rate per 1m man hours 

TIFR - Total injury frequency rate per 1m man hours 

         - Fatality 
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Transformation overview 

• 25% Black ownership contributing 25 points* to B-BBEE scorecard 

• 17% held by a 100% black owned entity (Likamva) 

• 6.6% held by employees through Ikageng & Isabelo trusts 

Ownership 

 

 

 • 64% of total workforce are historically disadvantaged South Africans 

• 85% recruiters hired locally 

• 20% increase in B-BBEE management control scorecard 

Management 

control 

 

 

 
• R184m invested in the training of employees (115 bursaries) 

• 227 African woman benefited from entrepreneurial training programme 

• 1 346 learners in training pipeline 

Skills 

development 

 

 

 
Enterprise and 

supplier 

development 

 

Socio-economic 

development 

 

 

 
* To be audited externally during Feb 17 

• R14 600m procurement spent with 1,527 level  1 – 4 compliant vendors 

• R3 500m procurement spent with 357 majority black owned vendors 

• R2 750m procurement spent with 1,121 EME and QSE vendors 

• 155% increase in spend (R49m) with 14 vendors in formal supplier development programme 

• R17m investment in local community development projects 

• 347 teachers benefited from training support 

• 18 000 school learners benefited from maths & science training offered through 3 Science Centres 
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Steel market prognosis 

Wim de Klerk 
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Coking coal Iron ore Scrap HRC China (fob) Total RMB

• RMB increased by $35/t (+19%) 

• Steel prices improved $47/t (HRC**) and $32/t 

(rebar)  

• Coking coal prices surged resulting in HRC 

spread increasing only $12/t to $158/t  

• Raw material prices increased in Q4 2016 

– Curtailment of Chinese operating coal 

mines 

– Severe weather conditions in Australia 

Raw material basket (RMB*) - Global 

International  
FY2016 

(average) 

Change on 

FY2015 

Iron ore (CFR*** North China) $58/t +4% 

Scrap (Asia HMS) $234/t -1% 

Pellets (FOB****) $101/t +19% 

Hard coking coal (FOB Aust) $143/t +63% 

Coke (FOB China) $191/t +30% 

Sources: Platts, AME, AMS and TEX Report *RMB - (iron ore * 1.6) + (coking coal * 0.6) + (scrap * 0.15) 

**HRC – Hot rolled coil 

***CFR – Cost and freight 

****FOB – Free on board 

International RMB compared to HRC price 
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Raw material basket - ArcelorMittal South Africa 

• Exchange rate weakened 15%  

– R12.76 to R14.72 

• AMSA RMB increased 6% while the domestic 

HRC price improved 11%  

• Rail transport had to be supplemented with road  

• Increase import coal suppliers to mitigate supply 

disruptions from Australia 

• Battery refurbishment programme resulted in 

limited supply of coke but mitigated by imports 

• Raw material prices increase due to improved 

steel demand and supply interruptions 

ArcelorMittal South Africa 
FY2016 

(average) 

Change on 

FY2015 

Iron ore (FOR*) R670/t -10% 

Scrap (delivered) R2 772/t +32% 

Pellets (delivered) R1 488/t +13% 

Local non met coal (delivered) R1 237/t +5% 

Imported met coal (delivered) R2 262/t +15% 

Local met coal (delivered) R1 046/t +8% 

HRC domestic price R6 933/t +11% 

- Flat steel cost/t liquid steel  R6 628/t +2% 

Rebar domestic price R6 455/t +13% 

- Long steel cost/t liquid steel R6 319/t +12% 

*FOR – Free on rail 

AMSA RMB compared to AMSA HRC price 

11 

R/t 



Global market  

1 001 
1 075 

1 125 
1 075 

1 019 

730 

815 823 
804 803 

550

750

950

1 150

2012 2013 2014 2015 2016

Capacity 

1 510  
1 578  1 636  1 591  1 578  

0

500

1 000

1 500

2012 2013 2014 2015 2016

Europe Russia/CIS North America South America

China Japan RoW

• Crude steel output decreased 1% (-13mt) 

– US declining 11% (-16mt) 

– India +13% (+10mt)  

– China unchanged  

• China demolished 65mt capacity in 2016 

reducing capability by 5% to 1 019mtpa 

– Utilisation at 77% (73%)  

• Worldsteel* expect steel production increase 

of 0.5% (+13mt) in 2017 

– NAFTA** contributing most  

– China to decline 13mt (-2%) 

• China expected to continue its capacity 

reduction mainly on lower quality mills 

– 2017 (-50mt) and 2018 (-50mt) 

mt 

Source: Morgan Stanley data was used to compile the graphs 

Global steel industry 

China steel capacity & production 
mt 

*Worldsteel is the international trade body for the iron and steel industry. The association 

represents over 150 steel producers (including 9 of the world's 10 largest steel 

companies), national and regional steel industry associations and steel research institutes. 

Worldsteel Association members represent around 85% of world steel production. 

**North American Free Trade Agreement 

Production 
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Chinese market  

• Steel products available for exports declined  

• Monthly average exports decreased 3% 

– Destination composition changed 

– Decline in volumes to North America, Latin 

America and Europe 

– 28kt decrease to Africa   

• Total steel imports into SA reduced 17%*, while 

imports stemming from China declined only 14% 

• Africa vulnerable as rest of world protected - 

tenacity of China is clear and South Africa 

needs more protection 

• Inventory is at lowest point since 2011 (10 days’ 

production) 

Source: Morgan Stanley data was used to compile the graphs 

Chinese steel exports destinations 

Destination 
Avg monthly volume  Weight 

2015 2016 2015 2016 

Asia & ME 6 637kt 6 927kt 71% 75% 

Africa 786kt 758kt 8% 8% 

Europe 796kt 630kt 8% 7% 

Latin America 797kt 650kt 9% 7% 

North America 278kt 160kt 3% 2% 

Oceania 71kt 70kt 1% 1% 

Total 9 365kt 9 195kt 100% 100% 
*Source: SAISI 
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4 309 4 161 4 053 3 683 3 695 
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Domestic market 

Apparent steel consumption 

Inventory levels 

(weeks consumption) 

*ASC – Apparent steel consumption (local sales plus imports) 

**ArcelorMittal South Africa estimates 

***Source: SAISI 

****RSC – Real steel consumption (local sales plus imports plus movement in stock) 

kt 
ASC* 

• Steel sales by local producers increased 0.3%** 

• Imports declined 17%*** 

– Flat down 234kt 

– Long increased 3kt  

• ASC decreased 3.4%** 

RSC**** 

• Inventory levels decreased 27kt to 6.9 weeks 

• RSC therefore declined 4.0%  
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Domestic market 

Industrial groups (2016 = 9 months only)  

• Steel sales by local producers to domestic end 

market  declined by almost 1%  

• Flat steel - manufacturing continue to lose 

market share, now at 59% (average 65%)  

• Long – manufacturing market share now at 

53% (average 45%) 

• Overall B&C* has increased its direct market 

share to 29% (average 26%) 

Flat steel sales to industrial groups 

(% of total flat) 

*B&C – Building & Construction 

 

Long steel sales to industrial groups 

(% of total long) 
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Operating results 

Dean Subramanian 



Flat steel production & despatches 

Production  

• Liquid steel production increased 76kt despite 

raw material quality problems and operational 

events 

• Capacity utilisation slightly higher at 77%  

Shipments  

• Despatches increased 58kt (+2%) with domestic 

growing 182kt (+10%) and exports declining 

124kt (-16%)  

• Industrial sectors that predominantly consume 

flat steel products slowed with only structural 

and heavy engineering sectors growing 

moderately 

• Despite the decline in ASC, flat product market 

share improved to 70% (61%) because of lower 

imports and discontinuation of Evraz Highveld 

• HRC is the largest single product of our local flat 

steel volume 
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Long steel production & despatches 

Production  

• Liquid steel production decreased  144kt 

following the closure of the Vaal Meltshop 

• Capacity utilisation slightly higher at 81% (80%) 

based on normalised capacity   

Shipments  

• Despatches decreased 102kt (-7%) with 

domestic growing 54kt (+5%) and exports 

shrinking 156kt (-47%) 

• Industrial sectors that are long product intensive 

all experienced improved demand  

• Long steel market share improved to 62% 

(59%) as result of the supply limitations from 

other local producers countered by an increase 

in imports  

• Sales mix into the domestic market contains 

35% of wire rod 

Long steel products - production & shipments 

Long steel products - sales distribution  
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Coke & Chemicals 

Production and sales 

• Commercial coke production in H2 declined by 

50% due to reduced coke oven capacity as a 

result of battery repairs at Newcastle 

• Company wide overall coke production 

remained low for the year and hence tar output 

 

 

Sales distribution 

• Sales prices improved in the second half of the 

year as international commodity prices 

increase although y-o-y the price was only 

marginally better  

• Ferroalloy industry dominated revenue for 

Coke & Chemicals 

 

Coke & Chemicals sales revenue distribution (%) 

Coke & Chemicals - sales volume & coke price  
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2016 2015 

Maintenance & expansion 1 853 991 

Environmental 38 65 

Other 127 97 

Total expenditure 2 018 1 153 

Capital expenditure (Rm) 

Main projects completed during 2016 

• Vanderbijlpark – Stand alone gas fired boiler (R138m), Battery waste gas channels repair (R54m), 

basic oxygen furnace off-gas coolers (R39m), chemical process conversion of tinning line (R35m) 

• Saldanha – Midrex heater tube replacement (R112m), Corex campaign extension (R75m) 

Main on-going projects during 2017 

• Vanderbijlpark – Battery 4 bracing and end flue repair (R201m), galvanising lines and colour coating 

strategy (R226m) 

• Newcastle  – Battery N2 bracing and end flue repair (R276m) 
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Dean Subramanian 

Financial synopsis 



Headline earnings (Rm) 

2016 2015 

Revenue 32 737 31 141 

EBITDA 190 (809) 

Depreciation and amortisation (1 055) (1 369) 

Once-off items (227) (2 558) 

Loss from operations (1 092) (4 736) 

B-BBEE charges (870) 

Impairment (2 154) (4 254) 

Finance and investment income 176 175 

Finance costs (876) (1 208) 

Equity earnings 129 195 

Income tax (expense) / credit (19) 1 193 

Loss after tax (4 706) (8 635) 

Add back 

Impairment 2 154 4 254 

(Profit) / Loss on disposal/scrapping of assets (51) 5 

Tax effect 14 (994) 

Headline loss (2 589) (5 370) 

US$m (176) (421) 22 



EBITDA from segments 

2016 2015 

Flat steel products (Rm) 

EBITDA margin 

Net realised price R/t 

(392) 

(1.8%) 

R7 344 

(1 269) 

(6.4%) 

R6 891 

Long steel products (Rm) 

EBITDA margin 

Net realised price R/t 

286 

2.7% 

R7 154 

(348) 

(3.2%) 

R6 423 

Coke and Chemicals (Rm) 

EBITDA margin 

172 

12.5% 

427 

23.7% 

Corporate and other (Rm) 124 381 

Total EBITDA (Rm) 

 EBITDA margin 

190 

0.6% 

(809) 

(2.6%) 
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Main steel cost drivers 

Flat Long 

Cost item 2016 
Chng on 

2015 

2016 

Wght 
 2016 

Chng on 

2015 

2016 

Wght 

Raw materials R2 779 (1.4%) 41.9% R3 002 15.2% 47.5% 

Auxiliaries & consumables R2 221 10.3% 33.5% R1 563 3.5% 24.7% 

Fixed cost R1 628 (2.0%) 24.6% R1 754 13.0% 27.8% 

Total  

Liquid steel (kt) 

Avg ZAR rate 

Avg NRP (R/t) 

R6 628 

3 221 

14.72 

R7 344 

2.1% 

2.4% 

15.4% 

6.6% 

100.0% 

na 

na 

na 

R6 319 

1 550 

14.72 

R7 154 

11.5% 

(8.5%) 

15.4% 

11.4% 

100.0% 

na 

na 

na 
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Cash flow (Rm) 

2016 2015 

Cash generated from operations before working capital 215 (1 911) 

Working capital 658 1 647 

Capex (2 008) (1 256) 

Net finance cost (451) (537) 

Investments (11) (8) 

Tax (2) (40) 

Dividend received 114 

Proceeds on scrapping of assets 67 2 

B-BBEE transaction costs (55) 

Realised forex (268) (258) 

Increase / (decrease) of borrowings  and finance leases (3 141) 3 937 

Rights issue funds 4 500 

Cash flow (496) 1 690 

Effect of forex rate change on cash (8) 20 

Net cash flow (504) 1 710 

Cash in bank 1 660 2 164 

Short term loans (1 950) (5 029) 

Net borrowings (290) (2 865) 25 



Cash flow analysis (Rm) 
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Working capital movement (Rm) 

2016 2015 

Inventories (1 830) 1 112 

Finished products (300) (178) 

Work-in-progress (533) 348 

Raw materials (904) 981 

Plant spares and stores (93) (39) 

Receivables (164) (87) 

Payables 2 958 1 152 

Utilisation of provisions (306) (530) 

Working capital movement 658 1 647 
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EBITDA bridge (Rm) 
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Assets 

Non-current assets 

Property, plant & equipment 

Equity accounted investments 

Other 

Current assets 

Inventories 

Trade & other receivables 

Cash 

Other 

Equity & liabilities 

Shareholders equity 

Non-current liabilities 

Non-current provisions 

Other financial liabilities 

Other 

Current liabilities 

Trade payables 

Borrowings 

Current provisions 

Other 

2016 

30 646 

15 834 

10 670 

4 667 

497 

14 812 

11 274 

1 774 

1 660 

104 

30 646 

13 543 

3 330 

1 872 

1 023 

435 

13 773 

10 053 

1 950 

301 

1 469 

2015 

30 962 

17 634 

11 859 

5 090 

685 

13 328 

9 385 

1 666 

2 164 

113 

30 962 

13 472 

3 324 

2 895 

 

429 

14 166 

7 761 

5 029 

541 

835 

Balance sheet (Rm) 

30 



Net debt evolution (Rm) 

874 

285 

(546) 

(2 865) 

(290) 
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Other key issues and outlook 

Wim de Klerk 



Area of focus 2016 2017 

People • 4th largest shareholder 

• TIFR on the decline 

• Training spent 

• Renewed safety emphasis 

• Retention strategy  

• Values & motivation 

Operational 

excellence 

• Campaign extension at 

Saldanha 

• Battery repair programme 

• Raw material  

• Restore battery capacity 

• Throughput projects 

Stakeholder 

partnerships 

• Protection and safeguards 

• Designation 

• Competition matters 

• Infrastructure projects  

• Partnerships 

Supplier of 

choice 

• Evraz Highveld toll agreement • Partnering with downstream 

• Service delivery 

• Quality & reliability 

License to 

operate 

• ZED status 

• B-BBEE rating level 4 

• Increase rating to level 3 

• Strategic environmental projects 

• SMME development 

Profitability • Rights issue completed  

• Cost containment 

• Balance sheet restructuring 

• Cost containment & increased volumes 

Focus areas for 2017 
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Outlook for H1 2017 

Steel markets 

• Global conditions to remain restrained although fundamentally in better shape 

• Domestic demand expected to remain subdued - lack of infrastructure spent & imports of 

semi finished products 

• Export markets likely to be flat 

Prices 

• Scrap prices to reduce, potentially driving down iron ore  

• International steel prices anticipated to increase  

• Exchange rate to determine trend in domestic prices 
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Questions 


