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The new BlueScope is a global company and is well positioned for growth. 

In the last year, we have successfully completed a major restructure of our Australian business. We’ve 
announced the joint venture of our Building Products businesses in ASEAN and North America with 
Nippon Steel Sumitomo Metals Corporation, the world’s second biggest steelmaker, we are expanding 
our iron sands exports, investing in our COLORBOND® technology and rapidly expanding our Global 
Building Solutions business into new markets.   

The establishment of the joint venture with Nippon Steel is progressing well with the proceeds expected 
to be received in the March quarter 2013. 

Before I provide more detail on our strategy and company performance, let me first say a few words 
about our number one priority – safety. 

SAFETY 

We maintained our safety performance with LTIFR below 1.0 for every million hours worked last year. 
Our goal is Zero Harm and we are working to further improve our safety performance. With safety, there 
can be no compromises and we are not complacent.  In particular, we are focused on construction 
safety as we continue to grow our building solutions capability.  

DELIVERING ON TARGETS 

FY2012 was a transforming year where we delivered on our plans:   

 Our Australian business restructure was completed safely: 

o The total cash cost of our restructuring is now expected to be $360-380 million, below the 
originally anticipated $400-500 million range  

o Working capital release of $594 million (adjusting for $200 million favourable timing of year end 
payments) from Oct 2011 to Jun 2012 significantly exceeded our publicly announced target of a 
$400-500 million reduction 

o Planned cost reductions have been fully achieved, and we will see improvements in our 2013 
performance as a result 

 Our Australian Distribution business restructure is largely complete with the closure, sale or 
consolidation of 17 branches by year end and three since. We have also rationalised our Lysaght 
manufacturing footprint to reduce costs whilst maintaining our customer service commitments. 

 In New Zealand we expanded our Taharoa iron sands export mine, commissioned an upgraded 
ship and began exports from our Waikato North Head mine.  We are currently operating at a 
1.5mtpa despatch rate, almost double the export run rate of a year ago.  We are on track to achieve 
a 2.7mtpa export run rate in 2014, which will increase our hedge to iron ore costs across our 
Australian and New Zealand operations to around 55 per cent. 

 We commenced the construction of our new engineered building solutions facility in Xi’an China, 
which is scheduled to be operational by the end of FY2013. 

 Effective 1 July 2012, we have restructured our Asian and US businesses to better facilitate the 



global growth potential of our downstream Building Solutions business.  

 And we are focused on growth in our midstream Building Products business through the Joint 
Venture with Nippon Steel.  

We are also committed to ensuring the company has a strong balance sheet and the Chairman has 
provided details of these initiatives. 

 In addition, we announced on Monday November 12 a decision not to proceed with the US$300 
million Senior Unsecured Notes offer.  The decision to not proceed was taken due to recent volatility 
in US credit market conditions.  While BlueScope Steel received significant investor interest in the 
proposed offering, this interest did not ultimately result in terms and conditions that met the 
Company’s expectations.  The transaction was opportunistic. We remain very comfortable with our 
financial arrangements and have substantial liquidity. 

 
FINANCIALS AND BUSINESS UPDATE 

I will now provide details on the performance of our individual businesses: 

Asia 

To succeed in Asia, where every country and region is very different, we must take the time to 
understand each market, become a local operator and develop enduring relationships.  We are an 
Australian company that has now successfully operated in Asia for decades.  We have taken Australian 
technology, products and know-how and adapted them to Asian markets.  This has taken perseverance 
and patience and we have been well served by our predecessors in this business, who had the 
foresight to move into Asia many years ago.  Our Asian businesses continued to perform well and we 
see more growth opportunities in our markets there.   

North America  

In North America - post the GFC - building and construction demand reduced by half, putting our 
building solutions business into loss.  We rationalised our manufacturing footprint by closing factories, 
but sadly it meant job losses for many colleagues.  Although difficult, the restructuring we undertook 
was essential to return our business to viability. It is encouraging to see a boost in non-residential 
construction activity - nowhere near pre-GFC levels - but sufficient to see our buildings business in the 
US return to profitability.  In our Building Products businesses located in the US – specifically our 
Steelscape and ASC Profiles businesses - competition remains strong and demand soft, and 
notwithstanding significant cost reduction programs, we have recently commenced a business renewal 
program to enhance future performance. 

The Hot Rolled Products North America segment, comprising primarily our 50 per cent interest in North 
Star BlueScope Steel, continued to be strongly profitable in FY2012, and had an improved second half 
over first half FY2012 due to better spreads between steel selling prices and input scrap and iron unit 
costs.  Spreads so far this year have been similar to those in the corresponding first half of last financial 
year.  

 New Zealand 

In the New Zealand and Pacific Islands business we saw improved domestic despatch volumes despite 
soft domestic steel demand.  This business benefits from access to low cost captive iron sands, and 
exports from Taharoa and Waikato North Head.  

So far this year, weaker iron ore prices have reduced profits in our iron sands export business, but this 
has been partly offset by stronger volumes than the previous period.  There continues to be market 



price weakness and with a substantially higher New Zealand dollar, the steel business this year will not 
be as profitable as previous years.    We remain optimistic about domestic activity improvement driven 
by the rebuilding activities in the Canterbury region. 

Australia 

The underlying EBITDA loss for Coated and Industrial Products Australia in FY2012 of $151 million 
largely reflected the pressures of a strong Australian dollar, weak spreads, soft domestic volumes and 
losses on over 1 million tonnes of exports. 

Australian domestic demand remains weak and we are seeing real challenges within our domestic 
market.  Lower interest rates will certainly help drive residential construction but given the higher 
concentration of bank ownership since the global financial crisis, we also need a policy response to 
ensure developers, the back bone of our building and construction industry, obtain better access to 
credit.  

Pleasingly, as we indicated in August, despite a deterioration in product and destination mix, and soft 
macro and regional steel market conditions, we still expect the Coated and Industrial Products Australia 
business to deliver positive underlying EBITDA in FY2013, with a positive contribution in second half 
FY2013, and a neutral to negative contribution in first half FY2013.  Of course this outlook remains 
subject to domestic demand and margins, steel spreads and the level of the Australian dollar through 
the remainder of the financial year.  

Around a third of expected capital expenditure of $140 million in the segment this year will be invested 
in manufacturing facilities to deliver the next generation of COLORBOND® and ZINCALUME® steel 
products, an investment in our future and commitment to the Australian market. 

Australian Distribution and Solutions continues to experience lower domestic volumes and increasing 
levels of ‘dumped’ imports.  The major improvement program is now well progressed and the benefits of 
the restructure are being realised. 

I would like to thank everyone in the Australian business for your contribution in what has been a 
difficult, but transforming year for our company.   

To all our employees, I would like to acknowledge your contribution, particularly our colleagues who left 
the businesses during the year.  It was a very painful decision to halve our steel production in Australia 
and restructure operations elsewhere, but it was essential to underpin a successful future for our 
company. 

LOOKING FORWARD – OUR STRATEGY 

We are now structured into four main businesses: 

 BlueScope Building Products, (our JV with Nippon Steel and our JV with Tata in India)  

 BlueScope Global Building Solutions,   

 BlueScope Australia and New Zealand, and  

 North Star BlueScope Steel in Delta, Ohio.  

  



Building Products 

Nippon Steel’s agreement to invest in the Coated Products joint venture is a great vote of confidence in 
our strategy, our global reach and capabilities, and our people.  We will have a new platform and a 
stronger financial position from which to seize growth opportunities. 

Throughout Asia and in North America, BlueScope is well known and respected for our branded steel 
building products, our established production network and strong customer relationships. These are an 
important component of the NS BlueScope Coated Products joint venture partnership.  

BlueScope has had a long-standing relationship with Nippon Steel through our 40-year technology 
collaboration, completing more than 65 projects together since 1970. Currently, we are working 
together on the next generation COLORBOND® and ZINCALUME® steel products. 

The new joint venture will assist us to enter new markets, access new technology and sell our world 
class products to a broader range of customers in new product areas. Strategically, BlueScope and 
Nippon Steel have a complementary vision for expansion in Asia with both partners bringing significant 
value, skills and innovation capability. This business has more than 3,000 employees in 29 
manufacturing plants in seven countries – Indonesia, Thailand, Malaysia, Vietnam, Singapore, Brunei 
and the United States.  

The Building Products ASEAN, North America and India segment is performing more strongly than the 
same period last year. This is particularly driven by an improvement in our Thailand operations, but 
partly offset by increased import pressure in Indonesia.  

BlueScope is in the process of completing the acquisition of minority holdings in several ASEAN 
businesses for approximately $70 million.  

Global Building Solutions 

Global Building Solutions, our engineered buildings solutions business, is well placed to capture 
opportunities in the world’s largest and fastest growing non-residential construction markets.   The new 
GBS structure enables this business to better service our multi-national customers, and it has the 
potential to double current revenue of $1.45 billion within three years – driven by an anticipated 
recovery in U.S. non-residential construction, growth in China and the increased delivery of Global 
Accounts projects.  

Global Building Solutions is already one of the world’s leading suppliers of engineered building 
solutions, delivering high-tech factories, warehouses, stores and stadiums with erection times 
significantly better than conventional construction methods. It is supported by the innovative Vision 
engineering system for building design and detailing that enables us to share our resources and skills 
across our sites globally, to reduce engineering costs and increase speed-to-market. Global Building 
Solutions has more than 5,000 employees across 24 manufacturing plants in North America, China, 
South East Asia, India and Australia.  

So far this year we are encouraged by the improving performance in the North American buildings 
business from both volume improvements and cost reductions. We are seeing a lift in non-residential 
construction activity that is sufficient to return this business to profitability. The slow-down in growth in 
China has impacted building solutions volumes, but overall we expect similar segment performance this 
half as compared to the December 2011 half.  We remain confident that the Chinese buildings business 
will benefit from a rebound in demand in the balance of the financial year.  

  



Capital investment for our future   

BlueScope in Australia is delivering on its turnaround plan.   The speed of recovery will be influenced 
by domestic demand and the level of the Australian dollar.  

The company is now prudently investing for growth in the three areas that we have been achieving high 
returns on invested capital.  Total forecast group capital expenditure in FY2013 is approximately $300 
million, around $200 million on maintenance capital and $100 million on the following projects: 

 the next generation metallic coated steel and COLORBOND® products that will have superior 
performance and improved warranties for our customers 

 the Xi’an, China building solutions and Lysaght facility;  and 

 expansion of our iron sands operations in New Zealand 

Beyond this, our Company is considering, along with our long-time joint venture partner Cargill, 
investing in projects to reduce our feed costs and improve our output at our world-class, two mtpa mini-
mill in Delta, Ohio.  Of course, pursuit of growth opportunities will be carefully weighed against the high 
priority of maintaining balance sheet strength.  

In summary, we have undertaken significant steps to improve the profitability of our business, ensure a 
strengthened balance sheet and consider prudent growth activities. We know that our success in the 
future will continue to be underpinned by: 

 our global partnerships - including joint ventures with the likes of Nippon Steel,  Tata in India and 
Cargill in the United States, and with Fortune 500 customers like Costco and P&G; 

 our global networks – BlueScope’s portfolio comprises more than 100 factories in 17 countries 
employing 17,000 skilled employees; 

 our global brands – market leading premium brands like COLORBOND® steel, ZINCALUME® steel, 
BUTLER® AND LYSAGHT®, with a suite of next generation product updates to come. 

In closing, the Chairman has delivered the Outlook - So far in this first half FY2013 we are seeing 
improved financial performance over both the previous half years.  We confirm we expect an underlying 
net loss after tax (NLAT) approaching breakeven (before period-end net realisable value adjustments 
and subject to spread, FX and market conditions). 

I would like to thank the Board for their support and all our employees, past and present, for their 
outstanding efforts throughout the year.    

Thank you. 

 


