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BLUESCOPE STEEL DELIVERS ON EARNINGS GUIDANCE  

 
INCREASED VOLATILITY AND HIGHER RAW MATERIALS COSTS LOWERS EARNINGS

 
In commenting on the full year results, the Managing Director & Chief Executive Officer of BlueScope 
Steel, Mr Kirby Adams, said: 
 
“Over the past 12 months, the steel industry has been extremely volatile with significantly higher iron ore 
and coal costs, soaring costs for zinc and aluminium coating metals, lower commodity steel pricing in the 
second half and a strong Australian dollar. Within this challenging environment, your Company was also in 
the midst of a major growth and expansion program in 2006 with over 13 capital growth projects underway 
in 6 countries and a record capital spending program of $816 million.  
 
“Given these factors, the Company’s full year results are understandable, but unsatisfactory. They are in 
line with updated guidance to the market in February and more recently in June. Obviously, the result is a 
significant shift from the record performance produced in 2004/05 where a number of extraordinary factors 
all lined up for a record result. 
 
“Heading into FY2007, we have taken steps across the Company to reduce costs, improve efficiencies, 
and increase performance levels. At the end of June, we advised the market of our decision to close the 
loss making tin mill operation at Port Kembla and our Taiwan facility. The Company will reduce 250 staff 
and management positions across our operations in Australian and New Zealand.   
 
“We have increased vigour in our operations while continuing to focus on our longer-term growth strategy.  
 
Key Fundamentals 
“The Company's revenue for the year was $8.0 billion, an increase of 1% from the prior year. Net profit 
after tax (NPAT) decreased $644 million (66%) to $338 million. EBIT was lower for the 2005/06 year by 
$802 million or 59% to $556 million. This reduction was primarily due to lower slab, hot rolled coil and 
coated steel prices in international markets, higher raw material costs (principally iron ore and secondly, 
coal, zinc and aluminium costs) and higher unusual and one-off costs. These negative factors were slightly 
offset by higher sales volumes and higher Australian domestic prices. The increase in unusual and one-off 
items principally reflected impairment write-downs and closure provisions for the Australian tinmill and 
Taiwan facilities, together with staff and management restructuring initiatives.  
 
Dividends 
“Our objective of rewarding shareholders as we grow continues and despite lower earnings, we have 
retained the final ordinary dividend at 24 cents per share, resulting in a total ordinary dividend fully franked, 
of 44 cents per share, a 5% increase on FY2005. This year marks our fourth anniversary during which time 
we have returned just under A$2.0 billion to our shareholders through dividends (including the FY2006 final 
dividend to be paid) and share buy-backs. We are also pleased today to announce a Dividend 
Reinvestment Plan. Details of this Plan will be mailed to shareholders and available on our website, at 
www.bluescopesteel.com, shortly.  



 
Key Management Actions 
“Results for Asia Coated and Building Products were very disappointing and totally unacceptable. Earnings 
decreased, down $84 million compared to the previous year and produced a loss of $1 million. We have 
taken steps to achieve a material improvement in performance, a number of which were discussed with the 
market during a presentation we made on 29 June 2006.   
 
“In May, we finalised our joint venture arrangements with Tata Steel and announced the new joint venture 
company, Tata BlueScope Steel. Through this powerful partnership, we will bring our premium quality 
branded products across the South Asia Area of Regional Co-operation (SAARC).  
 
“Earnings for Coated and Building Products Australia were lower compared to last year as a result of the 
Hot Strip Mill fire at Western Port, higher zinc and aluminium costs, increased exports, shrinking 
manufacturing and tinplate markets and significant restructuring costs. As part of our action plan to 
improve performance, we will close the tinmill at Port Kembla. A final date for closure is to be determined 
following discussions with employees and customers. We are expecting a strong earnings recovery in 
FY2007 and we are very pleased to finish FY2006 on a strong note with record sales despatches in the 
last quarter. 
 
“This year, Coated and Building Products North America showed an encouraging improvement. 
Operational improvements are now beginning to take hold as we experience stronger markets and pricing. 
Our long-term strategy for this business is consistent to what it was at the time of its acquisition in April 
2004 -- to increase our proportion of high value-added products. We are pleased to see the start of this 
turnaround and expect to see further improvement over the coming year.   
 
“Unfortunately, our February 2006 expectations for the Hot Rolled Products Australian segment came to 
fruition with a far smaller EBIT contribution in the second half largely driven by lower steel prices and 
higher raw material costs. While the higher iron ore prices are unfortunate, we have started FY2007 with 
an improved steel price environment.  
 
Safety 
“Safety is a priority at BlueScope Steel where nothing less than Zero Harm is acceptable. During this year, 
our employees worked diligently to further improve our safety performance and there were a number of 
highlights. Our Asia facilities continue to set new safety benchmarks. In North America, the Butler Buildings 
and Vistawall businesses surpassed all previous injury free records. New Zealand Steel set a new lost time 
injury (LTI) free record and Port Kembla Slabmaking achieved 3 million hours LTI free. Even with this 
progress, we had two fatal incidents during the year, one in New Zealand, and one with a construction 
company contractor working at our Suzhou, China construction site.  
 
“We will never let up on our goal of Zero Harm. Employees, contractors and their families deserve our 
commitment and vigilance in providing a safe and healthy workplace. 
 
Outlook  
“Our long-term view of the global steel industry remains positive. We expect continuing growth in the 
emerging economies of China, India, Brazil and Russia to drive steel consumption growth to levels similar 
to the 1950 – 1980 period of economic expansion experienced by the USA, Europe, Japan and Korea.  
 
“Consolidation continues within the steel industry globally and BlueScope Steel is focused on pursuing its 
own growth strategy in Australia, New Zealand, Asia and North America.  



 
“High raw materials costs continue to be inflationary for all consumers and reduced our margins in FY2006.  
With further raw material cost increases in FY 2007 we have taken decisive and strong action to reduce 
costs and close poorly performing businesses to ensure the Company meets its longer term corporate and 
financial targets.  
 
“The recent increase in interest rates will add to the volatility in the steel market and may further soften 
Australia’s building market in FY2007.    As usual, we provide major sensitivities in our Annual Results 
Presentation including the effect of price changes in HRC and raw materials on our financial performance.  
During FY2006 we experienced increased volatility in global steel markets and rapid escalation in 
commodity input costs which had an unfavourable effect on our margin.  Although we are off to a good 
start in FY2007, given current market volatility it is premature to provide specific earning guidance for 
FY2007.  We will provide a further update at our Annual General Meeting in November. 
 
“This has been a year in which we have steadfastly pursued our strategy and continued our midstream and 
downstream investments, particularly in Asia.  These investments are now coming on line and will 
contribute to improved performance in these businesses.  We also continue to be encouraged by the 
turnaround in our acquired Butler business in North America.  We expect our strategies will lead to 
increased shareholder value through FY2007 and beyond. 
 
“We would like to thank our shareholders and our customers for their support and our employees for their 
dedication and efforts during a challenging year.” 
 

-ends- 
 

About BlueScope Steel Limited (ASX: BSL) 
BlueScope Steel is an international flat steel solutions company, with a manufacturing and 
marketing footprint spanning Australia, New Zealand, Asia and North America. The 
Company is the global leader in the provision of high quality metallic coated and painted 
steel products for the building and construction sector, and also supplies customers in the 
general manufacturing and automotive sectors. 
 
BlueScope Steel’s strategy is to grow the proportion of its revenue and earnings generated 
from downstream value-added steel products, by capitalising on high growth markets in 
Asia, providing leading product and service offers, and through successful inter-material 
competition based on the superior properties of steel products. 
 
BlueScope Steel’s strengths include its unrivalled network of manufacturing facilities in Asia, 
proprietary coating and painting technologies and strong brands, including COLORBOND® 
steel, ZINCALUME® steel, the LYSAGHT® range of steel building products and the 
BUTLER® brand of pre-engineered steel buildings (PEBs). 
 
BlueScope Steel operates a 5.1 million tonnes per annum integrated steelworks at Port 
Kembla, Australia, a 650,000 tonnes per annum integrated steelworks in New Zealand, and 
has a 50 per cent interest in a 1.8 million tonne steel mini-mill in Delta, Ohio.  Steel rolling, 
coating and painting plants are located in Australia, New Zealand and Thailand, and coating 
and painting plants in Malaysia, Indonesia and Vietnam and under construction in China and 
India. Design Centres of excellence for building solutions and PEBs are located in Thailand 
and India. BlueScope Steel has a network of more than 50 rollforming facilities in 13 
countries that is unmatched by any other steel company, and is the market leader in steel 
PEBs in China and North America. 

 
 
 
 



 
For further information about BlueScope Steel Limited: www.bluescopesteel.com 
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