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Abstract of Crude Steel

> > Market<<

> »Manufacturers<<

» Production of crude steel in Taiwan in
2009 stood at 15.81 million metric tons,
or a 78% self-sufficiency, of which
48.5% came from electrical furnaces
and 51.5% from blast
furnaces/converters. Taiwan production
in 2009 accounted for 1.3% of global
volume, ranking 12th in world crude
steel production.

» There are 20 crude steel companies in
Taiwan: only 2 are using blast furnaces,
and the other 18 use electrical furnaces.
The average numbers of employees-are
5,700 for the former and 460 for the latter.
Most companies (35%) are located in
Kaohsiung City/County.

» »Industrial Prospect< <

»Domestic market: forecast of domestic demand for steel products indicates that
apparent consumption still remain a slow growth path in the long term, with an

estimated annual

growth rate of "4-8% between 2010 and 2014.

» International markets: Short Range Outlook for global steel industry published by
World Steel Association(WSA) remains optimistic about the -market in 2010 and 2011
and predicts that growth of apparent consumption will be 10.7% and 5.3% for 2010
and 2011 respectively, reaching 1.24 billion metric tons for 2010 and 1.31 billion

metric tons for 2011.

» » Strength<<

> >Weakness< <

<A two-prong developmental path of
ordinary steel and special steel.

<-The steel industry features detailed and
precise division of work along the supply
chain, with complete upstream,
midstream-and-downstream systems as
well'as comprehensive infrastructure and
peripheral facilities.

<-Rational progression of manufacturing
processes that are of high standards, with
product quality reaching international
standards and strengths in production
efficiency.

<-Development of new production
capacities for crude steel are
successively completed to mitigate the
gap between supply and demand.

<-Business fundamentals have been
improved to attract and talents to this
industry.

® Raw materials like coals and irons are
totally dependent on imports, and scrapped
steel relies partly on imports.

® Self-sufficiency rate for crude steel is too

low, while final products at the
downstream are oversupplied and have to
go for exports.

® Insufficient R&D investments and skilled
talents.
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»»Opportunities<<

» > Threat<<

< Private investments and public
constructions, if launched and
implemented as scheduled, may be
expected to drive a new wave of growth
in domestic demand for steel products.

< The signing of ECFA between China
and Taiwan may realize benefits of tax
reduction by including certain steel
materials on the early harvest list.

<> China’ s export restriction on slab
helps stabilize global steel markets.

<-Demand remains strong in markets in SE
Asia and Middle East, where early
deployment will facilitate in exploiting
market opportunities.

®Rises in prices of raw materials for
steel-making has affected profit margin.

® Leading international- manufacturers are
expanding their advantage of economic
scale through aggressive consolidation,
gradually leaving small companies in
even weaker positions.

® Improvements in production capacity of
steel.plants'in China have diminished room
for imports as competition at domestic
market is heating up.

(®Countries have successively adopted
anti-dumping policies that are unfavorable
to exploring export markets.

® Import tariffs for steel products are zero in
Taiwan, leaving the domestic market
defenseless.

@Explore China market after the signing of ECFA.

@ Invest in overseas mines and sign long-term contracts to secure supply of raw

materials.

@ Forge alliance and partnership at regional-markets to improve competiveness.

@Early deployment in response to the rise of emerging industrial economies.

@ Form partnership with other traditional industries to uphold the business base in
Taiwan-and-bring prosperity to the domestic steel market.

@ Strengthen mediation mechanisms for resolving conflicts risen from anti-dumping

practices.

— ~ @Attract high-quality talents to work for this in B A &= $8 8 )%

nd increase R&D budget to strengthen R&D capabilities.
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