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BLUESCOPE STEEL ANNOUNCES STRONG FIRST HALF RESULTS  

 
 
BlueScope Steel has started the FY2006/07 strongly with results for the first half of the 
year already exceeding the total NPAT result for last year.   
 
Managing Director & CEO Kirby Adams said: “The results for the first half of this 
financial year are very positive with all of our business segments operating profitably. A 
record half-year in total revenue was achieved with an increase of 16% or $636 million, 
reaching $4.5 billion. NPAT rose by 24% over the corresponding period last year to 
$388 million. With earnings before interest and tax (EBIT) up 41% year on year to $635 
million and earnings per share reaching 54.7 cents, the first six months of this year 
exceeded the total annual NPAT result for last year.   
 
“This is a great result for the first half of 2006/07. Our balance sheet continues to be 
robust with gearing down from 38.0% at the start of the half year to 35.6% and our 
cash flow strong.  
 
“The key factors for the earnings improvement were higher sales volumes, higher steel 
prices internationally and a higher spread for North Star BlueScope Steel, partly offset 
by higher metal coating costs (principally zinc) and higher raw material costs. 
 
“The Board of Directors has declared an interim ordinary dividend of 21 cps, (FY2006 
20cps), which will be fully franked. 
 
“I’m pleased to report that during this period, we have seen a strong improvement in 
the performance of our midstream and downstream businesses, which is very 
encouraging. Downstream and midstream sales revenue grew 14% compared to the 
previous corresponding half. While there is still some way to go, we believe this result 
shows the positive effect of our growth strategy, to reduce volatility in our overall 
business by growing our midstream and downstream businesses. 
  
Midstream and Downstream businesses 
 
Asia Coated & Building Products 
“In Asia, top line revenue growth was an impressive 46% as we move from 
construction phase into production phase and ramp up the operations of our new 
facilities in China, Vietnam and Thailand. We expect to be in full production by 2009 at 
these locations. In India, the three Butler/Lysaght downstream facilities are now 
operational, and we are already seeing improved demand for our pre-engineered 
buildings.  



“Earnings for our Asia business improved over the previous corresponding six months 
but unfortunately Thailand’s otherwise excellent contribution was curtailed by the coup 
and political unrest. We have taken measures to partially mitigate this downturn, 
principally through the sale of export product. New marketing programs in our 
Indonesian business were buoyed by the resilience of the local economy, and led to 
continued strong demand for our products. In Malaysia, we are pleased with the 
excellent improvement initiatives undertaken. In China, BlueScope Buildings also had a 
solid improvement over the previous corresponding half. The commissioning of the 
new, state-of-the-art metallic coating and painting facility in Suzhou, just west of 
Shanghai, which was officially opened in October, is proceeding well. 
 
 “As announced earlier, the relocation of the Asian business office from Sydney to 
Singapore has now occurred.  
 
Australia Coated & Building Products 
“In Australia, our Coated and Building Products segment was profitable for the first half 
despite margin pressure as a result of higher zinc and aluminium feed costs and lower 
tinplate prices. The packaging operation will be closed as of April 2007. We have been 
working closely with our customers and employees to ensure a smooth transition.  
 
“At our Illawarra and Western Port coated products operations, six month production 
records were achieved at the metallic coating and painting lines. Pleasingly, during the 
first half, our lines were fully loaded, with very strong domestic demand largely driven 
by a continued strong building and construction market, and an increased demand in 
the distribution market compared to the same period last year. The fire in the Western 
Port hot strip mill adversely affected this business in the corresponding period last year. 
 
North America Coated & Building Products 
“In North America, the value of our Butler acquisition is becoming increasingly evident 
with its significant improvement in the first half. EBIT rose strongly from nearly $2 
million in the previous corresponding half to approximately $37 million. Total 
despatches are up by 9% and revenue increased by 8%. Order volumes for Butler 
Buildings and Vistawall products also increased during the period.   
 
Upstream business 
 
Hot Rolled Products 
“Our North Star BlueScope Steel joint venture in the United States continues to achieve 
excellent results as the spread between the hot rolled coil cost and the scrap cost 
remains at strong levels. For the fourth year in a row, North Star BlueScope Steel was 
voted Number 1 flat rolled steel supplier to the service centre segment in North 
America. A second baghouse was commissioned in December to improve working 
conditions for our employees and to meet the demands of greater production by 
capturing the increased levels of dust. 
 
“In Australia, earnings from Hot Rolled Products increased due to higher export slab 
and HRC pricing and a favourable domestic/export mix mainly from higher demand in 
the pipe and tube market and higher domestic demand by Coated and Building 
Products Australia. 



“Port Kembla Steelworks reported strong operations overall, with record production 
maintained for iron making and slab. The reline for the No. 5 Blast Furnace, which 
currently produces approximately 2.6 million tonnes per annum, was rescheduled to 
March 2009. The Hot Strip Mill attained a record half year hot rolled coil production and 
record despatches as a result of the successful commissioning of the second reheat 
furnace in July.  
 
“We were disappointed by the recent imposition of a further price increase in iron ore, 
which will come into effect on 1 July 2007 for approximately 90% of our requirements, 
with the remaining 10% effective from April 2007. However, this increase will be totally 
offset by the reduction in coking coal prices which are also due to take effect from 1 
July 2007.  
 
New Zealand and Pacific Islands Products 
“New Zealand and Pacific Islands Products had lower earnings for this first-half largely 
due to higher zinc and repairs and maintenance costs.  
 
Corporate and Group 
“The results for Corporate and Group improved compared to the same period last year, 
largely due to the receipt of Smorgon Steel dividends and the cost of an employee 
share ownership plan in the previous period. A similar plan will be in place in the 
second half of this fiscal year.  
  
“The reduction of 250 management and staff positions across the company, 
announced last June, is well progressed and we are beginning to see the benefit in our 
earnings.  
 
Safety 
“Safety is our number one focus at BlueScope Steel.  For the first six months of this 
year, the company’s Lost Time Injury Frequency Rate (LTIFR) was 0.4 lost time injuries 
per million hours worked. We are very proud of this truly world-class accomplishment.  
We are never complacent about positive safety results, and remain focused on staying 
safe and achieving our goal of zero harm.  
 
Environment 
“The world continues to face a number of environmental challenges from climate 
change and greenhouse gas emissions, to air pollution and drought. We recognise that 
global warming is a serious community concern that requires a global response. 
BlueScope Steel supports the Asia-Pacific Partnership on Clean Development and 
Climate (AP6) and the International Iron and Steel Institute’s CO2 Breakthrough 
Project. These programs are aimed at developing new technologies to reduce carbon 
dioxide emissions in global steel making processes. 
 
“Water shortages are a major concern for many of the communities in which we 
operate. We have taken a leadership role in water conservation and recycling. During 
the half year period, a major water recycling initiative between BlueScope Steel and 
Sydney Water was activated to reduce fresh water use at the Port Kembla Steelworks 
by 50%, or equivalent to the annual water use of 26,000 households.  As a result of this 
initiative salt water and recycled water now account for 98% of our total Port Kembla 
Steelworks water use. 



Industry and Company Outlook 
“Global demand for steel products is at record levels, strong economic performance 
and significant investments in capital goods and infrastructure, particularly in emerging 
economies, is driving demand for steel to over 100M tonnes per month. Growth in steel 
production in China is slowing and further rationalisation is expected as the Chinese 
government steps up its closure of uneconomic mills. Many steel companies are 
backward integrating into raw materials. Consolidation in the global steel industry is 
expected to continue.   
 
“We do not currently expect our second-half financial result to be as strong as the first-
half. Second-half average prices for hot rolled coil and slab globally are expected to be 
moderately lower than first-half average prices. In North America, although scrap costs 
are rising and demand in the automotive and housing sectors is softening, we expect 
overall steel demand to slightly improve late in the second-half. Our Asian business 
had a strong improvement in its first-half performance. Our Thailand business will 
experience greater pressure in the second-half primarily due to market uncertainty. In 
Australia, the construction market is expected to remain strong, while weakness will 
continue in the automotive and manufacturing sectors. A strengthening in the 
Australian dollar may affect domestic sales volumes.  
 
“Despite these issues, we expect the full-year financial results to be a significant 
improvement over the previous year and another step forward in the growth of 
BlueScope Steel.”  
  
 

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