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4 Management report

Company overview
History and development of the Company

ArcelorMittal is the world’s leading integrated steel and
mining company. Since the creation of ArcelorMittal in 2006
(through the combination of Mittal Steel Company N.V. and
Arcelor) and continuing through 2008, ArcelorMittal has
pursued a disciplined growth strategy, with transactions in
Argentina, Australia, Austria, Brazil, Canada, Costa Rica,
China, Estonia, France, Germany, Italy, Mexico, Poland,
Russia, Slovakia, South Africa, Sweden, Turkey, the United
Kingdom, Uruguay, United Arab Emirates, the United States
and Venezuela. Beginning in the latter part of 2008,
ArcelorMittal largely suspended mergers and acquisitions
activity in light of the deteriorating economic and market
environment, and sharply curtailed its investment activities,
with the exception of the acquisition (along with a partner) of
Baffinland in 2011.

Since September 2011, ArcelorMittal has been undergoing a
deleveraging process to reduce its indebtedness including
numerous divestments of non-core assets (see note 2.3 to
the consolidated financial statements for the divestments
made in 2015 and 2016). Despite ArcelorMittal’s overall
strategy of deleveraging, the Company completed an
acquisition through a 50/50 joint venture partnership of
Calvert in 2014. In 2017, the Company continued to take
some strategic investment initiatives, including the signing
of a purchase agreement for Votorantim S.A.'s long
business and of a lease and obligation to purchase
agreement with the Italian Government for lliva S.p.A.

ArcelorMittal's success is built on its core values of
sustainability, quality and leadership and the entrepreneurial
boldness that has empowered its emergence as the first
truly global steel and mining company. Acknowledging that a
combination of structural issues and macroeconomic
conditions will continue to challenge returns in its sector, the
Company has adapted its footprint to the new demand
realities, redoubled its efforts to control costs and
repositioned its operations with a view toward outperforming
its competitors. ArcelorMittal’s research and development
capability is strong and includes several major research
centers as well as strong academic partnerships with
universities and other scientific bodies.

Against this backdrop, ArcelorMittal's strategy is to leverage
four distinctive attributes that will enable it to capture leading
positions in the most attractive areas of the steel industry’s
value chain, from mining at one end to distribution and first-
stage processing at the other: global scale and scope;
superior technical capabilities; a diverse portfolio of steel
and related businesses, one of which is mining; and
financial capabilities.

Geography: ArcelorMittal is the largest steel producer in the
Americas, Africa and Europe and is the fifth largest steel

producer in the CIS region. ArcelorMittal has steel-making
operations in 18 countries on four continents, including 47
integrated and mini-mill steel-making facilities. As of
December 31, 2017, ArcelorMittal had approximately
197,000 employees.

ArcelorMittal’s steel-making operations have a high degree
of geographic diversification. Approximately 37% of its crude
steel is produced in the Americas, approximately 46% is
produced in Europe and approximately 16% is produced in
other countries, such as Kazakhstan, South Africa and
Ukraine. In addition, ArcelorMittal’s sales of steel products
are spread over both developed and developing markets,
which have different consumption characteristics.
ArcelorMittal’s mining operations, present in North and
South America, Africa, Europe and the CIS region, are
integrated with its global steel-making facilities and are
important producers of iron ore and coal in their own right.

Products: ArcelorMittal produces a broad range of high-
quality finished and semi-finished steel products (“semis”).
Specifically, ArcelorMittal produces flat steel products,
including sheet and plate, and long steel products, including
bars, rods and structural shapes. In addition, ArcelorMittal
produces pipes and tubes for various applications.
ArcelorMittal sells its steel products primarily in local
markets and through its centralized marketing organization
to a diverse range of customers in approximately 160
countries including the automotive, appliance, engineering,
construction and machinery industries. The Company also
produces various types of mining products including iron ore
lump, fines, concentrate and sinter feed, as well as coking,
PCI and thermal coal.

As a global steel producer, the Company is able to meet the
needs of different markets. Steel consumption and product
requirements clearly differ between developed markets and
developing markets. Steel consumption in developed
economies is weighted towards flat products and a higher
value-added mix, while developing markets utilize a higher
proportion of long products and commodity grades. To meet
these diverse needs, the Company maintains a high degree
of product diversification and seeks opportunities to
increase the proportion of higher value-added products in its
product mix.

Automotive focus: ArcelorMittal has a leading market share
in its core markets in the automotive steel business and is a
leader in the fast-growing advanced high strength steels
segment. ArcelorMittal is the first steel company in the world
to embed its own engineers within an automotive customer
to provide engineering support. The Company begins
working with original equipment manufacturers (“OEMs”) as
early as five years before a vehicle reaches the showroom,
to provide generic steel solutions, co-engineering and help
with the industrialization of the project. In November 2016,
ArcelorMittal introduced a new generation of advanced high
strength steels, including new press hardenable steels and



martensitic steels. Together, these new steel grades aim to
help automakers further reduce body-in-white weight to
improve fuel economy without compromising vehicle safety
or performance. In November 2017, ArcelorMittal launched
the second generation of its iICARe® electrical steels.
iCARe® steel grades play a central role in the construction
of electric motors.

Mining Value Chain: ArcelorMittal has a significant portfolio
of raw material and mining assets, as well as certain
strategic long-term contracts with external suppliers. In
2017, approximately 50% of ArcelorMittal’s iron-ore
requirements and approximately 13% of its PCIl and coal
requirements were supplied from its own mines. The
Company currently has iron ore mining activities in Brazil,
Bosnia, Canada, Kazakhstan, Liberia, Mexico, Ukraine and
the United States. The Company currently has coal mining
activities in Kazakhstan and the United States.

In addition, ArcelorMittal produces substantial amounts of
direct reduced iron, or DRI, which is a scrap substitute used
in its mini-mill facilities to supplement external metallics
purchases. ArcelorMittal is also a significant producer of
coke, which is produced from metallurgical coal and is a
critical raw material for steel-making, satisfying 94% of its
coke needs through its own production facilities.
ArcelorMittal’s facilities have good access to shipping
facilities, including through ArcelorMittal’s own 16 deep-
water port facilities and linked railway sidings.

ArcelorMittal has its own downstream steel distribution
business, primarily run through its Europe segment. It also
provides value-added and customized steel solutions
through additional processing activities to meet specific
customer requirements.

Cautionary statement regarding forward-looking
statements

This annual report and the documents incorporated by
reference in this annual report contain forward-looking
statements based on estimates and assumptions. This
annual report contains forward-looking statements within the
meaning of the Private Securities Litigation Reform Act of
1995. Forward-looking statements include, among other
things, statements concerning the business, future financial
condition, results of operations and prospects of
ArcelorMittal, including its subsidiaries. These statements
usually contain the words “believes”, “plans”, “expects”,
“anticipates”, “intends”, “estimates” or other similar
expressions. For each of these statements, you should be
aware that forward-looking statements involve known and
unknown risks and uncertainties. Although it is believed that
the expectations reflected in these forward-looking
statements are reasonable, there is no assurance that the
actual results or developments anticipated will be realized

or, even if realized, that they will have the expected effects
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on the business, financial condition, results of operations or
prospects of ArcelorMittal.

These forward-looking statements speak only as of the date
on which the statements were made, and no obligation has
been undertaken to publicly update or revise any forward-
looking statements made in this annual report or elsewhere
as a result of new information, future events or otherwise,
except as required by applicable laws and regulations. A
detailed discussion of principal risks and uncertainties which
may cause actual results and events to differ materially from
such forward-looking statements is included in the section
titled “Risk related to the global economy and the mining
and steel industry”. The Company undertakes no obligation
to update or revise publicly any forward-looking statements
whether because of new information, future events, or
otherwise, except as required by securities and other
applicable laws.

Corporate and other information

ArcelorMittal is a public limited liability company (société
anonyme) that was incorporated for an unlimited period
under the laws of the Grand Duchy of Luxembourg on
June 8, 2001. ArcelorMittal is registered at the R.C.S.
Luxembourg under number B 82.454.

The mailing address and telephone number of
ArcelorMittal’s registered office are:

ArcelorMittal

24-26, Boulevard d’Avranches
L-1160 Luxembourg

Grand Duchy of Luxembourg
Telephone: +352 4792-1

ArcelorMittal’s agent for U.S. federal securities law
purposes is:

ArcelorMittal USA LLC

1 South Dearborn Street, 19th floor
Chicago, lllinois 60603

United States of America
Telephone: + 1 312 899-3985

Internet site

ArcelorMittal maintains an Internet site at
www.arcelormittal.com. Information contained on or
otherwise accessible through this Internet site is not a part
of this annual report. All references in this annual report to
this Internet site are inactive textual references to this URL
and are for information only.

Business overview

The following discussion and analysis should be read in
conjunction with ArcelorMittal’s consolidated financial
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statements and related notes for the year ended December
31, 2017 included in this annual report.

Key factors affecting results of operations

The steel industry, and the iron ore and coal mining
industries, which provide its principal raw materials, have
historically been highly cyclical. They are significantly
affected by general economic conditions, consumption
trends as well as by worldwide production capacity and
fluctuations in international steel trade and tariffs. In
particular, this is due to the cyclical nature of the
automotive, construction, machinery and equipment and
transportation industries that are the principal consumers of
steel. A telling example of the industry cyclicality was the
sharp downturn in 2008/2009, after several strong years, as
a result of the global economic crisis.

Weakness in North American and European markets has a
significant impact on ArcelorMittal’s results, with these
markets together accounting for over 60% of ArcelorMittal's
deliveries in 2017. The onset of the eurozone crisis caused
underlying European steel demand to weaken in 2012 and,
coupled with significant destocking, apparent steel demand
fell by over 10%. Since then, deliveries have increased in
each of the past five years, but 2017 demand remains
around 20% below 2007 peak levels. Imports into the
European Union (“EU”) have also risen more strongly than
demand, growing over 85% over the past five years,
meaning domestic European deliveries have hardly grown,
impacting the ability of ArcelorMittal to serve one of its
largest markets. Underlying steel demand in North America
increased strongly post-crisis, but apparent demand has
been impacted by inventory movements, with high inventory
levels resulting in stockists purchasing over six million fewer
tonnes in 2015, as compared to 2014, as they sought to
reduce inventory levels as steel prices declined. Although
underlying steel demand continued to rise in 2015, apparent
demand declined significantly, negatively impacting the
Company’s deliveries and profitability. Apparent demand in
the United States declined further in 2016 as inventories
continued to decrease and demand for Oil and Country
Tubular Goods (“OCTG”) was still very weak. The situation
began to improve during the fourth quarter of 2016 and in
2017, with apparent steel demand growing year-on-year
and with prices recovering. Apparent steel demand grew
over 6% in 2017, due mainly to growth in pipes and tubes,
demand for which was up over 80% year-on-year compared
to only 2% growth in flat and a slight decline in longs.

Demand dynamics in China have also substantially affected
the global steel business. After growing strongly since 2000,
Chinese steel demand started to decline in 2015 because of
weaker real estate sector construction and machinery
production. This decline in domestic demand led to a surge
in Chinese steel exports, which more than doubled between
2012 and 2015, increasing by over 56 million tonnes to 112
million tonnes in 2015. This increase in Chinese exports

was greater than the growth in world ex-China steel demand
over the same period, and had the effect of curtailing
domestic production in countries outside of China. Although
Chinese exports continued to rise during the first half of
2016, up 10% year-on-year, a rebound in domestic demand
and the beginning of a capacity reduction plan in China led
to a decline in exports, which declined by 14% year-on-year
in the second half of 2016 and by 3% for the year as whole.
While most exports were directed to Asia, and exports to the
U.S. were reduced due to the impact of anti-dumping trade
cases, a declining but still significant proportion were being
directed toward ArcelorMittal’'s core European markets in
2016. In particular, Chinese exports in 2015 were being sold
at prices below cost (CISA reported CISA mills losing an
accumulated RMB 65 billion ($10 billion) in 2015),
negatively impacting prices and therefore margins in many
regions. Chinese producers continued to accumulate losses
until April 2016 when domestic and export prices rose
sharply as domestic demand surprised producers on the
upside, increasing capacity utilization. During the second
half of 2016, demand continued to support higher capacity
utilization and an improved domestic spread of steel prices
over raw material costs, which translated into higher export
prices. The increased utilization trend continued in 2017,
with demand increasing around 3.5% year-on-year and with
significant induction furnace capacity eliminated, supporting
higher spread of steel prices over raw material costs and
lower Chinese exports.

Unlike many commodities, steel is not completely fungible
due to wide differences in its shape, chemical composition,
quality, specifications and application, all of which affect
sales prices. Accordingly, there is still limited exchange
trading and uniform pricing of steel, whereas there is
increasing trading of steel raw materials, particularly iron
ore. Commodity spot prices can vary, which causes sale
prices from exports to fluctuate as a function of the
worldwide balance of supply and demand at the time sales
are made.

ArcelorMittal’s sales are made based on shorter-term
purchase orders as well as some longer-term contracts to
certain industrial customers, particularly in the automotive
industry. Steel price surcharges are often implemented on
steel sold pursuant to long-term contracts to recover
increases in input costs. However, spot market steel, iron
ore and coal prices and short-term contracts are more
driven by market conditions.

One of the principal factors affecting the Company’s
operating profitability is the relationship between raw
material prices and steel selling prices. Profitability depends
in part on the extent to which steel selling prices exceed raw
material prices, and specifically the extent to which changes
in raw material prices are passed through to customers in
steel selling prices. Complicating factors include the extent
of the time lag between (a) the raw material price change
and the steel selling price change and (b) the date of the



raw material purchase and of the actual sale of the steel
product in which the raw material was used (average cost
basis). In recent periods, steel selling prices have tended to
react quickly to changes in raw material prices, due in part
to the tendency of distributors to increase purchases of steel
products early in a rising cycle of raw material prices and to
hold back from purchasing as raw material prices decline.
With respect to (b), as average cost basis is used to
determine the cost of the raw materials incorporated,
inventories must first be worked through before a decrease
in raw material prices translates into decreased operating
costs. In some of ArcelorMittal’'s segments, in particular
Europe and NAFTA, there are several months between raw
material purchases and sales of steel products incorporating
those materials. Although this lag has been reduced
recently by changes to the timing of pricing adjustments in
iron ore contracts, it cannot be eliminated and exposes
these segments’ margins to changes in steel selling prices
in the interim (known as a “price-cost squeeze”). In addition,
decreases in steel prices may outstrip decreases in raw
material costs in absolute terms, as has occurred numerous
times over the past few years, for example in the second
quarter of 2013 and fourth quarters of 2015 and 2016.

The Company’s operating profitability has been particularly
sensitive to fluctuations in raw material prices, which have
become more volatile since the iron ore industry moved
away from annual benchmark pricing to quarterly pricing in
2010. Volatility on steel margins aside, the results of the
Company’s mining segment (which sells externally as well
as internally) are also directly impacted by iron ore prices,
which decreased significantly in 2015, ending the year at
$40/t and averaging only $56/t. Iron ore prices rebounded
from $40/t during December 2015 to an average of $52/t in
the first half of 2016, increasing to an average of $64/t
during the second half of the year. The upward trend
continued into the first quarter of 2017 with average of $86,
and then fluctuated between $60-70/t during most of the
rest of the year, leading to an annual average of $71/t. The
price has picked up again at the end of 2017 and continued
into January with approximately $76/t as the monthly
average, supported by a strong seasonal restocking and
high utilization of Chinese steel mills. If iron ore prices were
to decline from current levels due (among other things) to
weaker global demand and in particular Chinese demand
and steel mill utilization rates, this would negatively impact
ArcelorMittal’s revenues and profitability.

Economic environmentl

Global GDP growth is estimated to have picked up to 3% in
2017, the best year since 2011 and up from 2.4% in 2016
and 2.5% in 2015. The upturn is broad-based, with growth
increasing in more than half of the world’s economies. Three
quarters of the acceleration in global growth was driven by a
rebound in global investment growth, which was aided by
increasing profits, improved business sentiment and
favorable financing costs.
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[11 GDP and industrial production data and estimates sourced from
Oxford Economics January 17, 2018.

Growth in the United States had slowed markedly in 2016,
to 1.5%, from 2.6% in 2015, held back by weak exports, a
continued drawdown in inventories, and a deceleration in
private investment. Growth in the United States accelerated
in 2017 to an estimated 2.3%, supported by private
investment. The recovery reflected increasing profits, a
weakening dollar, robust external demand and a diminished
drag from capacity adjustments in the energy sector.
Despite headlines from the major hurricane landfalls in
September 2017, actual economic activity disruption was
limited. Private consumption continued to grow at a robust
pace despite modest real income gains and moderate wage
growth, as the personal savings rate fell further.
Households’ income expectations continued to recover
following a prolonged period of weakness. With diminishing
labor market slack and the economy moving closer to full
employment, the U.S. Federal Reserve continued to
normalize monetary policy in 2017 despite inflation running
below target. Notably on the U.S. administration’s policy,
while corporate and personal income tax cuts were
successfully legislated at the end of 2017, other policy
initiatives in the areas of health care and infrastructure have
made limited progress and the outcome of renegotiations of
the North American Free Trade Agreement (NAFTA)
remains uncertain. Growth in the United States had slowed
markedly in 2016, to 1.5%, from 2.6% in 2015, held back by
weak exports, a continued drawdown in inventories, and a
deceleration in private investment.

The EU GDP growth slowed from 2.1% in 2015 to 1.8% in
2016, as both domestic demand and exports lost
momentum. Growth in the eurozone gained substantial
momentum in 2017, reaching an estimated 2.4%. The
improvements in the eurozone were broad-based and seen
across most member countries. They were helped by policy
stimulus and strengthening global demand. Private sector
credit continued to respond to the loose monetary policy of
the European Central Bank, with both domestic demand
and import registering robust growth. Overall, the
unemployment rate reached its lowest level since 2009, and
labor shortages became increasingly prevalent in some
countries. However, wage growth remained subdued and
inflation continued to stay below the ECB’s target.

Growth in China is estimated to have increased to 6.9% in
2017 from 6.7% in 2016 and 6.9% in 2015, when growth
had decelerated compared to 7.3% in 2014. This is the first
pick-up in growth since 2010 and was driven by stronger net
external trade. Domestically, investment growth slowed in
2017 but consumption remained robust. Domestic
rebalancing continued in 2017, with drivers of activity
shifting away from state-led investment. China’s trade flows
recovered markedly in 2017, partly reflecting strengthening
foreign demand and increasing commodity imports amid
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tightly enforced production cuts. Consumer price inflation
increased steadily throughout the year but remained below
target, while producer price inflation was stable, supporting
a recovery of industrial profits. House price growth
continued to slow, reflecting tighter regulations in larger
cities. Despite further monetary and regulatory tightening in
2017, the total stock of non-financial sector debt, at about
260% of GDP, continued to expand on a year-on-year basis.
On the external side, foreign exchange reserves recovered
in 2017, aided by a moderation of net capital outflows even
as the current account surplus continued to narrow. The
renminbi reversed some of its previous nominal appreciation
in the second half of the year following the removal of
reserve requirements for foreign currency trading.

The year of 2017 was notable for both Brazil and Russia as
they emerged from recession. Growth in Brazil rebounded
to an estimated 1.1% in 2017 following two years of
contraction, reflecting a recovery of domestic demand
supported by easier monetary conditions and improved
confidence. In Russia, activity in 2017 was stronger than
previously expected, with growth reaching an estimated
1.9% compared to -0.2% in 2016, in response to higher oil
prices, banking sector support, targeted fiscal stimulus, and
reduced external imbalances amid exchange rate flexibility.

Global industrial production (IP) growth reached 3.7% in
2017 up from 1.5% in 2016. IP in Organization for Economic
Co-operation and Development (“OECD”) countries
accelerated to 2.6% in 2017 compared to 0.3% in 2016.

Global apparent steel consumption (“ASC”) grew robustly in
2017 for the first time since 2014, compared to growth of
just over 1% in 2016 and a decline of 2.4% year-on-year in
2015. Growth in 2017 reflected increases in demand in
China and developed markets, and there were rebounds in
some large emerging markets, notably Brazil and Russia,
from declines in 2016 and 2015. Overall, 2017 global ASC is
estimated to have grown over 3% as Chinese demand was
stronger than anticipated, growing approximately 3.5%,
supported by the strength of machinery output and a better
than expected real estate market. Elsewhere, world-ex-
China ASC grew around 2.7% year-on-year, as growth
returned to NAFTA (5%), CIS (4%) and Latin America (5%)
after declining in 2016. Almost all regions grew, albeit more
slowly including the EU (almost 2%), developed Asia (1%)
and Middle East (1.5%). The U.S. had a rebound in growth
in 2017, up 6% year-on-year, but this was almost entirely
due to more than 60% growth in pipe and tube demand.
Demand in world ex-China improved throughout 2017, with
ASC growth under 1% year-on-year during the first half of
the year increasing to an estimated 4% year-on-year during
the second half of 2017.

Steel production’?

After reaching a peak of over 1.67 billion tonnes in 2014,
world crude steel production declined by 3% in 2015 to 1.62

billion tonnes as output fell in every major steel producing
market, except India. World ex-China growth which had
fallen by 3.6% year-on-year in 2015, rose by 0.4% in 2016
due to higher output from developing countries such as
India (+7.2% year-on-year), Ukraine (+5.4%) and Turkey
(+5.2%), partially offset by lower output from South America
(-8.4%), EU28 (-2.5%) and developed Asia (-0.6%).

According to the World Steel Association, production in
China, the world’s largest steel producer, declined in 2016
by 2.1% to under 0.8 billion tonnes. However, World Steel
Association figures do not include a significant production at
induction furnaces and the Company believes Chinese steel
production grew, supported by increasing domestic demand
helped by government stimulus and an improvement in the
real estate market.

Global crude steel output picked-up significantly in 2017 to a
record 1.69 billion tonnes, up 5.4% from 2016. This reflects
accelerating growth, from 4.6% year-on-year in the first half
of 2017 to 5.9% year-on-year in the second half of 2017, in
line with a strengthening global economy and rising
momentum in trade. Solid production growth throughout the
year was supported by higher output in the largest steel
producing countries (China, U.S. and EU28), while Turkey,
Canada, Brazil all recorded double-digit growth of over 10%
year-on-year. U.S. output exemplified the global pattern of a
stronger second half of 2017, growing 6.6% year-on-year
compared to 1.6% year-on-year in the first half of 2017. On
the other hand, European steel production rose consistently
by around 4% through the year on the back of strong
domestic growth across EU28, bringing production to 168.7
million tonnes, a three-year high after declines of 1.9% in
2015 and 2.5% in 2016. Elsewhere, Turkish steel production
rose 13.1% year-on-year to a record 37.5 million tonnes
continuing a recovery since falling to a low of 31.5 million
tonnes in 2015. Indian production rose a further 6.2% in
2017 to a record 101 million tonnes. Even developed Asia
(Japan, South Korea and Taiwan) output rose 5% year-on-
year in 2017, to over 199 million tonnes, the highest since
2014.

The only region to experience no growth year-on-year was
the CIS, which held flat at 102 thousand tonnes in 2017
compared to 2016. This was because Ukrainian steel
production declined by 6.2% in the year primarily due to the
impact of a raw materials blockade, offsetting minor annual
production growth of 1.3% in Russia and 3.8% in
Kazakhstan. Overall, world ex-China production growth
accelerated to 6% year-on-year in second half of 2017 as it
continued its rebound from a record low of 760 thousand
tonnes in 2015, ultimately ending 2017 up 5% year-on-year
at 860 thousand tonnes.

[2] Annual Global production data is for all 95 countries for which
production data is published by the World steel. The first and
second half of 2017 data includes only countries (67 in total but
accounting for around 99% of global steel production) where data is



collected monthly and excludes countries for which data is collected
annually

According to World Steel, Chinese steel output rose over
5.7% year-on-year in 2017, mainly in response to rising
domestic demand as opposed to exports, which fell by 31%
year-on-year. However, these numbers do not include
significant production from induction furnaces that was not
recorded officially in 2016. Induction furnaces were closed
in 2017 and production has been switched to mills that fully
disclose production. Crude steel production is estimated to
be broadly stable year-on-year, when this induction furnace
production is considered.

Steel prices
Flat products

Steel prices for flat products in Europe were relatively stable
during the first quarter of 2015 compared to 2014 fourth
quarter averages, despite continuous erosion of raw
material costs. A balanced market, low interest rates and
steady demand for durables, coupled with the weak euro,
helped improve the steel market in the first quarter of 2015.
In Northern Europe as well as in Southern Europe, the price
for hot rolled coil (“‘HRC”) improved slightly during the first
quarter of 2015. Economic conditions remained good in
Europe during the second quarter of 2015, with strong
bookings in industry and auto; however, steel prices
weakened consistently during the second quarter of 2015
due mainly to pressure from imports. Aggressive domestic
offers at the beginning of the third quarter of 2015, coupled
with low-priced imports from Turkey, Russia and China, kept
prices in Europe under pressure, and HRC spot prices
dropped approximately €27/t quarter-on-quarter in Northern
Europe and €37/t in Southern Europe. Eurozone consumer
confidence dropped to a nine-month low in October 2015,
while the gap in the offer price for steel in Northern Europe
compared to Southern Europe continued to feed
expectations for price declines. HRC spot prices further
weakened during the fourth quarter of 2015 in both Northern
Europe and Southern Europe.

Steel prices for flat products in Europe improved during the
first quarter of 2016 compared to December 2015 levels. In
Northern Europe, the price for HRC improved in the first
quarter of 2016, with a similar trend in Southern Europe.
The second quarter of 2016 saw a sharp increase in
international steel prices, led by China, driving an average
increase of approximately €84/t quarter-on-quarter in the
North and €97/t in the South. The average HRC prices for
the first half of 2016 were at €371/t in Northern Europe and
€351/t in Southern Europe compared to the first half of
2015, in which average HRC prices were €405/t in the North
and €394/t in the South. Steel prices continued to increase
in the third quarter and fourth quarter of 2016.
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Steel prices for flat products in Europe were stable in
Southern Europe and on a slight upward trend in Northern
Europe during the first quarter of 2017 compared to
December 2016. Prices of HRC increased in Northern
Europe by €69/t quarter-on-quarter and in Southern Europe
by €63/t quarter-on -quarter. Prices weakened in the second
quarter of 2017 with an average price decline of €47/t in
Europe. The average HRC prices for the first half of 2017
were at €545/t in Northern Europe and €513/t in Southern
Europe compared to the first half of 2016 as described
above. Prices bottomed out in July 2017, thus the
downtrend reversed during August and September 2017. In
the third quarter of 2017, spot HRC prices in Northern
Europe remained €5/t below the second quarter 2017
average, and in Southern Europe there was an average
increase of €9/t quarter-on-quarter. There was little
fluctuation in prices in the fourth quarter of 2017, with a
quarter-on-quarter improvement of €22/t in Northern Europe
and €11/t in Southern Europe. HRC prices during the
second half of 2017 increased €65/t in Northern Europe and
€67/t in Southern Europe compared to the second half of
2016.

In the United States, 2015 began with a positive economic
outlook, with consumer confidence in February at its highest
since 2007, despite negative sentiment in the oil and gas
sector. The steel market was nevertheless challenging, with
high inventories and buyers cautious in placing orders. The
strong U.S. dollar continued to encourage imports during
first quarter of 2015, with South Korea, Japan, Germany
and Australia quickly taking over volumes upon the
termination of the suspension agreement with Russia in
December 2014. Domestic prices gave in, especially during
February and March, following Scrap #1 Busheling drop
from $369 per gross tonne (“/GT”) in January to $255/GT in
March of 2015. The second quarter of 2015 started weak,
with scrap price rollover into April and HRC bottoming at
$491-503/t. Auto, appliances and construction had some
momentum in May, allowing for price firmness. Scrap #1
Busheling gained $30 from April to June to an average of
$266/GT for the second quarter of 2015, supporting HRC
price improvement. Despite the consumer confidence index
increasing by 10.5 points in August 2015 from 91.0 in July
2015, and steel consumption being sustained by strong
sales in auto, prices started weakening again during the
third quarter, especially lacking support from the declining
Scrap #1 Busheling which decreased an average of $13/GT
in the third quarter of 2015 and was as low as $229/GT in
September 2015. Spot HRC prices thus fell. Demand for
both scrap and finished steel during the fourth quarter
remained slow and only for immediate sale, especially
outside the auto sector. Thus, Scrap #1 Busheling trading
levels dropped to $167-180/GT, pushing HRC spot price
down approximately $70/t in average.

In the United States, spot HRC prices increased during the
first quarter of 2016. The second quarter of 2016 had a
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strong start and continued to strengthen for a quarter-on-
quarter improvement of approximately $184/t. The average
HRC price for the first half of 2016 in the United States was
$547/t as compared to an average of $541/t in the first half
of 2015. The spot HRC prices in the United States started to
decrease in July 2016 and continued this downward trend
until October 2016. During the third quarter of 2016, the
HRC price increased an average of $11/t quarter-on-quarter.
The spot HRC prices in the United States reached a low at
an average range of $526-552/t in October 2016, but then
sharply increased toward the end of the year. In the fourth
quarter of 2016, the spot HRC price in the United States
decreased approximately $64/t quarter-on-quarter. The
average spot HRC price in the second half of 2016 in the
United States was $618/t compared to an average of $467/t
in the second half of 2015.

In the United States, spot HRC prices increased during the
first quarter of 2017 by an average of $106/t quarter-on-
quarter. Price levels improved sharply during January, had
stability during February and peaked at $725/t by end of
March, to reach their highest average level since September
2014. During the second quarter of 2017, HRC spot prices
decreased $11/t quarter-on-quarter, with progressive
declines until the first week of June 2017, but were followed
by a price pickup, sustained by declining inventories and
improved international market sentiment. The average HRC
price in the United States during the first half of 2017 was
$688/t compared to the first half of 2016 at $547/t. The HRC
spot price slightly improved in July and August, and
stabilized towards end of the third quarter of 2017,
increasing $4/t quarter-on-quarter. Slight declines were
recorded during October, but prices picked up during
November and December to reach $704/t by the end of
2017. The average prices during the fourth quarter of 2017
decreased $2/t quarter-on-quarter. Overall, in the second
half of 2017 prices averaged at $686/t, representing a $68/t
increase compared to the second half of 2016.

In China, after its weakest annual growth in 24 years in
2014, 2015 started with uncertainty, due to a change in the
export rebate policy as of January 1, 2015 (discouraging
exports and adding more pressure on the domestic market),
and the government’s efforts to implement anti-pollution
regulation, expected to significantly impact producers costs
and capacity cuts. Despite the Central Bank’s cut of the
reserve requirement ratio by 0.5% to boost growth, the steel
market activity remained depressed in the first quarter of
2015 and continued to be weak into the second quarter,
especially entering the rainy season. Production was
however sustained by exports surging again from March
2015 onward. Domestic prices continued an accelerated
decline, with spot HRC down during the first and second
quarters of 2015. Market sentiment stayed weak during the
third quarter of 2015, with prices declining month by month.
Demand continued to shrink in the fourth quarter of 2015, as
the cold season approached and inventories were

monitored to stay low. HRC domestic prices thus saw a drop
in their quarterly average.

In China, average spot HRC prices increased during the first
quarter of 2016 compared to the fourth quarter of 2015.
Beginning in March 2016, the imported 62% Fe iron ore
price significantly increased, starting with an increase of
approximately $10 per dry metric tonne unit (“/dmt”)
occurring in one single day, after billet prices in Tangshan
had surged by about $55/t. This increase then spread
across other steel products, which improved by $40-50/t.
The main drivers for these increases were linked to steel
mills potentially bringing forward production ahead of
enforced production cuts during Tangshan’s scheduled
hosting of an international horticultural exposition (from April
29 to October 16, 2016), and a strong rebound by the stock
market following the central bank’s announcement of a cut
in the reserve requirement ratio by 0.5%. This resulted in a
significant price increase, which reached a peak in China in
April 2016, when the spot HRC price averaged $380/t, VAT
excluded. Domestic prices declined in the last two months
of the second quarter of 2016 although the quarterly
average remained higher than the first quarter. The average
spot HRC price for the first half of 2016 in China was $317/t,
VAT excluded as compared to $344/t, VAT excluded in the
first half of 2015. Spot HRC prices in China decreased $4/t
quarter-on-quarter in the third quarter of 2016. Prices
improved throughout the fourth quarter of 2016, reaching an
average of $465/t, VAT excluded in December with an
improvement of $74/t quarter-on-quarter. The average spot
HRC price for the second half of 2016 in China was $385/t,
VAT excluded compared to $260/t, VAT excluded in the
second half of 2015.

In China, spot HRC prices increased during the first quarter
of 2017, compared to the average levels of the fourth
quarter of 2016, fluctuating on an upward trend until the first
part of February 2017, but deteriorating afterwards, in line
with raw material basket cost decline. Domestic HRC prices
increased during the first quarter of 2017 by an average of
$35/t quarter-on-quarter. Prices continued to slide, hitting a
bottom level of $374/t, VAT excluded by mid-May, followed
however by a rapid recovery to $439/t, VAT excluded
average in June, supported by a new upward trend in raw
materials cost, positive market sentiment and local mill
interest to ramp up production and maximize profits. HRC
spot prices decreased in the second quarter of 2017 on
average by $62/t quarter-on-quarter. In the first half 2017,
HRC domestic prices in China averaged $427/t, VAT
excluded, compared to $317/t, VAT excluded, during the first
half of 2016. HRC spot prices in China continued their
steady increase in the beginning of September and
increased for the third quarter of 2017 by $113/t quarter-on-
quarter. The price increases slowed down during the fourth
quarter of 2017 with an increase of $29/t quarter-on-quarter.
HRC spot prices in China averaged $523/t, VAT excluded in



the second half of 2017, an increase of $138/t, VAT
excluded from the second half of 2016.

The following table presents the spot HRC average price
range per tonne in Northern and Southern Europe, the
United States and China on a quarterly basis from 2015 to
2017.

Flat products

Northern Southern  United

Europe Europe States China

Spot HRC

Source: Steel Spot HRC Spot HRC Spot HRC average
Business average average average price per
Briefing price per price per price per  tonne, VAT
(SBB) tonne tonne tonne excluded
Q12015 €409 €400 $578 $359
Q2 2015 €402 €389 $505 $328
Q3 2015 €375 €353 $505 $268
Q4 2015 €330 €299 $430 $251
Q12016 €329 €303 $456 $282
Q2 2016 €413 €400 $639 $353
Q3 2016 €426 €402 $650 $348
Q4 2016 €498 €474 $586 $423
Q12017 €569 €537 $694 $458
Q2 2017 €521 €491 $682 $396
Q3 2017 €517 €500 $687 $509
Q4 2017 €538 €510 $685 $538
Long products

In Europe, there was good demand for long products in
January and February 2015, and a slight increase in scrap
price gave support for improvement on commaodity pricing,
despite pressure from Russia and Ukraine in Eastern
Europe. Buyers were more hesitant towards the end of the
first quarter of 2015 as the scrap price weakened. However,
there was progressive improvement in medium sections
prices from January to March (an increase of €7/t) 2015.
Rebar prices, on the other hand, were impacted strongly by
the scrap fluctuation, and declined by €10/t during the first
quarter 2015. The European Central Bank’s lending survey
at the beginning of the second quarter of 2015 sustained a
take-off for construction investments, thus solid demand
continued. In addition, with scrap prices picking up, further
price gains were achieved both for medium sections and
rebar. Price trends reversed starting in the third quarter of
2015, as pressure on scrap from the international market
resulted in a drop in the scrap E3 price, impacting
commodity offers. The situation continued into the fourth
quarter of 2015, when further scrap deterioration pushed
medium sections and rebar prices down.

During the first quarter of 2016, long steel products saw a
quarter-on-quarter price decline in Europe for both medium
sections and rebar. This downward trend reversed during
the second quarter of 2016. The average medium sections
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price for the first half of 2016 in Europe was €481/t
compared to €521/t for the first half of 2015. The average
rebar price in Europe for the first half of 2016 was €404/t
compared to €420/t for the first half of 2015. Long steel
product prices weakened again during the third quarter of
2016 for both medium sections and rebar. Prices reached a
low in October 2016, and started recovering through year
end, reaching an average of €511/t and €454/t in December
2016 for medium sections and rebar, respectively, although
the quarterly average prices remained down quarter-on-
quarter. The average medium sections price in Europe for
the second half of 2016 was €499/t compared to €498/t for
the second half of 2015. The average rebar price in Europe
for the second half of 2016 was €432/t compared to €389/t
for the second half of 2015.

Long steel product prices increased in Europe in the
beginning of the first quarter of 2017, followed by a decline
in mid-February, but with a recovery by the end of March.
Prices then weakened during the second quarter of 2017 for
both medium sections and rebars, but seemed to bottom out
by the end of June with a quarter on quarter decline of €15/t
and €22/t, respectively. The average price for medium
sections in Europe during the first half of 2017 was €508/t
compared to €481/t in the first half of 2016. The average
rebar price in Europe during the first half of 2017 was €452/t
compared to €404/t in the first half of 2016. Prices for long
steel products were on a steady upward trend toward the
end of the year. Medium sections prices increased €29/t
quarter-on-quarter, while rebar prices increased €28/t
quarter-on-quarter. During the fourth quarter of 2017,
medium sections prices further increased €58/t quarter-on-
quarter, while rebar prices increased €84/t quarter-on-
quarter. Overall, during the second half of 2017 prices for
long products were up €59/t for medium sections and €79/t
for rebars compared to the second half of 2016.

In 2015, scrap prices globally re-aligned following a year of
anomalously high levels. Prices of scrap HMS 1&2 of USA
origin imported into Turkey dropped substantially during the
first two months of 2015 from $311/t CFR in January to
$248/t CFR in February. This was followed by an
unexpected price improvement starting in March 2015, on
the back of tight supply, to a peak of $286/t in May 2015.
Export prices for Turkish rebar fluctuated alongside scrap
dropping from $493/t FOB in January 2015 to $436/t FOB in
March 2015, and reversing to a peak of $454/t FOB in May
2015. The spread of Turkey FOB rebar prices over scrap
declined by approximately $20/t during the period, partly
compensated by the Turkish lira’s depreciation. Turkish
imported scrap had significant price declines during the third
and the fourth quarters of 2015, as raw material costs
continued to deteriorate and international price pressure
increased. Scrap HMS 1&2 fell to as low as $204/t CFR
Turkey by September and $180/t CFR Turkey in October,
followed by a slight improvement towards the end of 2015
(to $188/t average in December). Lack of support from
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scrap, as well as weaker billet prices (due to severe
Chinese competition), coupled with weak demand, impacted
rebar prices, which dropped during the third quarter and
even further in the fourth quarter of 2015.

In Turkey, even though the average first quarter 2016 price
of imported scrap HMS 1&2 at $194/t CFR showed a small
improvement of about $6/t against the average of the fourth
quarter 2015, the average price of March 2016 at $218/t
CFR represented a month-on-month increase of about $40/
t. The Turkish rebar export price followed a similar trend.
The March 2016 export price of Turkish rebar increased
$44/t month-on-month. This upward trend continued during
the first two months of the second quarter of 2016 with the
export rebar price from Turkey reaching an average range
of $451-457/t FOB in April, and $472-479/t FOB in May. In
June 2016, rebar prices reduced to an average range of
$395-403/t FOB Turkey. The average rebar export price
from Turkey in the first half of 2016 was $388/t FOB
compared to the first half of 2015, which was at $451/t FOB.
The third quarter of 2016 average export price for Turkish
rebar decreased followed by improvements in the fourth
quarter. The average rebar export price for the second half
of 2016 from Turkey was $394/t FOB as compared to $361/t
FOB for the second half of 2015.

In the first quarter of 2017, imported scrap HMS 1&2 in
Turkey improved by $18/t compared to the fourth quarter of
2016 average of $275/t CFR. Rebar export prices followed
closely the evolution of Turkey imported Scrap HMS 1&2,
declining in the beginning of 2017 from $430/t FOB in
December 2016 to close to an average of $390/t FOB by
the end of January 2017, and continued fluctuating towards
the end of March 2017. However, Turkish rebar export
prices increased during the first quarter of 2017 by $14/t
quarter-on quarter. The price fluctuation continued during
the second quarter of 2017, but with an uptick towards the
end of June with an overall increase of $4/t over the
previous quarter. The average price in the first half of 2017
for rebar exported from Turkey was $425/t FOB compared
to $388/t FOB in the first half of 2016. From July through the
end of 2017, the Turkey rebar FOB price has been
fluctuating on an upward trend, closely following HMS 1&2
Turkey CFR price evolution. After hitting a three-year high of
$550/t FOB in the beginning of September 2017, rebar
prices declined to $508/t FOB by October. This drove an
increase in the average price range during the third quarter
of 2017 by $80/t quarter-on-quarter. Toward the end of
2017, the Turkey rebar FOB export price reached $570/t,
and further improved the quarterly average price by $20/t for
the fourth quarter of 2017. The average Turkey rebar export
price was $517/t FOB in the second half of 2017, an
increase of $123/t compared to the average of the second
half of 2016.

Long products

Europe

medium

sections Europe rebar  Turkish rebar
Source: Steel Spot average Spot average Spot average
Business price per price per price per
Briefing (SBB) tonne tonne tonne
Q12015 €517 €417 $458
Q2 2015 €526 €422 $444
Q3 2015 €516 €409 $388
Q4 2015 €480 €370 $334
Q12016 €454 €355 $335
Q2 2016 €509 €453 $442
Q3 2016 €511 €440 $379
Q4 2016 €488 €424 $409
Q12017 €515 €463 $424
Q2 2017 €501 €441 $427
Q3 2017 €530 €469 $507
Q4 2017 €587 €553 $527

Current and anticipated trends in steel production and
prices

Steel output declined in most major steel producing regions
during the first half of 2016 but the second half of 2016 saw
steel production volumes grow year-on-year in both China
and the rest of the world as underlying demand improved
and destocking waned.

In China, in 2017 ArcelorMittal believes steel production has
been broadly stable (despite the increase in official figures)
and the Company expects this trend to continue in 2018 due
to a combination of stable domestic demand and only
marginally weaker exports. The Chinese HRC spread
(difference between raw material costs and finished steel
prices) in 2017 increased from approximately $150/t in the
first half of 2017 to $250/t in the second half supported by
an elevated crude steel utilization rate mainly due to a
structural steel capacity cut and the winter heating season
policy which temporarily restricted steel supply. The high
spread has continued into January 2018 and with inventory
levels low and ArcelorMittal expecting stable demand,
spreads should remain healthy during 2018.

Led by a significant increase in pipe and tube demand, U.S.
ASC increased around 6% in 2017, which combined with
imports relatively stable at a high level, allowed domestic
production to increase as some capacity came back online.
As ASC is expected to increase again in 2018, the
Company anticipates a further commensurate increase in
steel production. In the EU, steel demand continues to grow
slowly but imports have taken a larger share of demand
over the past couple of years. However, mills output has
improved in 2017 as underlying demand from steel
consuming industries continues to increase and import
growth slows due to recent trade protection, particularly flat



products. ArcelorMittal expects further but slower growth in
steel production in 2018 in EU28.

Overall, ArcelorMittal expects world ex-China ASC growth to
pick-up in 2018 due to strengthening demand growth in
South American and developing Asian markets, coupled
with continued but slightly slower growth in developed
markets. Together with further capacity cuts in China and
stable demand will lead to an improvement in utilization and
support the spread of steel prices over raw material costs.

Raw materials

The primary raw material inputs for a steelmaker are iron
ore, coking coal, solid fuels, metallics (e.g., scrap), alloys,
electricity, natural gas and base metals. ArcelorMittal is
exposed to price volatility in each of these raw materials
with respect to its purchases in the spot market and under
its long-term supply contracts. In the longer term, demand
for raw materials is expected to continue to correlate closely
with the steel market, with prices fluctuating according to
supply and demand dynamics. Since most of the minerals
used in the steel-making process are finite resources, they
may also rise in response to any perceived scarcity of
remaining accessible supplies, combined with the evolution
of the pipeline of new exploration projects to replace
depleted resources.

The spot markets for iron ore and coking coal were in a
downward price trend in 2015 and until the beginning of
2016. In 2015, the downward trend gained momentum with
a slower growth rate in China, recession in developing
economies such as Brazil and Russia, and continued robust
seaborne supply from major miners. In 2015, iron ore and
coking coal prices decreased by 42.7% and 22.7% year-on-
year respectively (Metal Bulletin 2015 vs. 2014).

Throughout 2016, raw material prices became increasingly
volatile and impacted by short-term changes in sentiment,
mainly related to Chinese market demand sentiment for
crude steel and how the government might deal with excess
steelmaking capacity. Iron ore and coking coal prices
increased by 5.2% and 58.2% year-on-year respectively in
2016 (Metal Bulletin 2016 vs. 2015). The increase in the
average reference iron ore and hard coking coal price
continued in 2017 also supported by the impact of induction
furnaces capacities closures since 2016. Iron ore and
coking coal prices increased by 22.3% and 31.5% year-on-
year respectively (Metal Bulletin 2017 vs. 2016).

As for pricing mechanisms, since 2012, quarterly and
monthly pricing systems have been the main type of
contract pricing mechanisms, but spot purchases also
appear to have gained a greater share as steelmakers have
developed strategies to benefit from increasing spot market
liquidity and volatility. In 2015, 2016 and 2017, the trend for
using shorter-term pricing cycles continued. Pricing is
generally linked to market price indexes and uses a variety
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of mechanisms, including current spot prices and average
prices over specified periods. Therefore, there may not be a
direct correlation between market reference prices and
actual selling prices in various regions at a given time.

Iron ore

The downward trend of iron ore spot prices persisted
throughout 2015, with quarterly averages spot prices of
$62.50 per tonne in the first quarter of 2015, $58.50 per
tonne in the second quarter, $54.90 per tonne in the third
quarter and $46.70 per tonne in the fourth quarter
(Delivered to China, Metal Bulletin index, 62% Fe). This
downward trend was due to continued structural oversupply,
resilience of high cost mines (in China and seaborne), lower
mining costs at major supply regions (supported by currency
depreciation, e.g. in Australia and Brazil), lower fuel and
freight costs as well as bearish sentiment about Chinese
steel demand. In this context of oversupply, the Samarco
tailings ponds dam collapse in November 2015 resulted in a
halt of operations (a 30 million tonne pellet capacity
producer); however, it did not affect the plummeting iron ore
price trend, which continued decreasing through the end of
2015.

Iron ore prices bottomed out during the first quarter of 2016,
after reaching $39.50 per tonne (Delivered to China Metal
Bulletin Index 62% Fe) on January 13, 2016 and averaging
$48.70 per tonne for first quarter of 2016. During the second
quarter of 2016, the average price was $55.50 per tonne
and the period was marked by high volatility, with a peak at
$70.50 per tonne on April 21, 2016 and a low of $48.18 per
tonne on June 2, 2016. For the third quarter of 2016, the
average was $58.40 per tonne with a slight downward trend
throughout September. During the fourth quarter of 2016, it
increased from a minimum of $55.86 per tonne on October
4, 2016 and reached a maximum of $83.58 per tonne on
December 12, 2016, the average for the fourth quarter was
of $70.50 per tonne and was marked by high volatility and
bullish market sentiment driven by higher steel prices as
well as closure announcements by the Chinese authorities
in steelmaking based on obsolete induction furnaces using
mostly scrap as raw materials.

Iron ore prices recovered to $85.60 per tonne in the first
quarter of 2017 following strong demand for steel after the
Chinese New Year. The average price for the second
quarter of 2017 decreased to $62.90 per tonne; this
downward trend was influenced by increased inventory
levels at Chinese ports. In the third quarter of 2017, the
average price increased to $71.20 per tonne driven by
bullish sentiment in the steel market reflected in strong steel
PMls for China. During the fourth quarter of 2017, the price
varied from a minimum of $58.52 per tonne on October 31,
2017 and a maximum of $76.36 per tonne on December 22,
2017 with the average for the fourth quarter at $65.50 per
tonne and was marked by high volatility driven by
environmental regulation announcements by the Chinese
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authorities to constrain emissions and steel production
during the 2017-2018 winter period.

ArcelorMittal has continued to leverage its diversified supply
portfolio and global footprint, as well as mitigating the effect
of consolidation among supply sources in 2016, mainly due
to the absence of Samarco in the seaborne market.

Coking coal

The coking coal spot market and quarterly contracts
settlements were negatively affected in 2015 by the
combined effects of strong Australian coking coal production
performance, a mild wet season in Australia and weaker
seaborne demand from China. Moreover, in the same
period there was an increase of seaborne supply from new
regions, notably Russia and Mozambique, as well as
productivity improvement and cost reductions at major
producers also supported by depreciated local currencies
and lower diesel prices. This downward trend prevailed
despite some supply closures, e.g. major seaborne
suppliers of coking coal from Australia, the United States,
and Canada announced the closure of their least cost
efficient mines in order to adjust to weaker seaborne
demand and to remain cost competitive. These supply
closures were more than offset by lower Chinese imports,
throughout 2015. At the same time, an increased share of
imports from Australia at the expense of other seaborne
suppliers, mainly from the U.S. and bearish market price
forecasts, combined with successive loss-making quarters
partially originated from high debt service obligations
(following past acquisitions), forced several U.S. coal
producers, to file chapter 11 bankruptcy in 2015 in order to
restructure their finances and operations.

The first half of 2015 experienced sharp spot price and
contract reference price reductions, with a widening gap in
the second quarter between both references (spot indexes
and quarterly contract settlement), as quarterly contract
references settled at $117 per tonne (FOB Australia) and
$109.50 per tonne for the first and second quarters of 2015,
respectively. Spot prices for such quarters averaged
$108.80 per tonne and $89.60 per tonne, respectively
(Metal Bulletin FOB Australia Premium Hard Coking Coal
index). In the third quarter of 2015, premium coking coal
spot prices reached a low of $84.60 per tonne (average spot
price FOB Australia) while contract settlement for the same
quarter was at $93 per tonne (FOB Australia). Contract
settlement further reduced in the fourth quarter of 2015,
where contract prices settled at $89 per tonne (FOB
Australia), while spot prices were trading in the range of
$75.70 - 77.50 per tonne (December 1 through 31, 2015).

In 2016, the spot price (Metal Bulletin Premium Hard Coking
Coal FOB Australia index) traded on average at $78.90 per
tonne in the first quarter with the contract price settling at
$81 per tonne for the same quarter; then the second quarter
of 2016 had a contract settlement fixed at $84 per tonne

with the spot average for that quarter at $90.40 per tonne
while the third quarter had a contract price settled at $92.50
per tonne and the spot index traded between $90.20 and
$94.80 per tonne for the first 15 days but averaged $131.50
per tonne for the third quarter. During the fourth quarter of
20186, the spot price reached a maximum of $308.80 per
tonne on November 11, 2016 and decreased through the
closing of the year to $231 per tonne on December 30,
2016, the average spot price for the fourth quarter of 2016
was $265.80 per tonne with quarterly contract prices settled
at $200 per tonne. The highly volatile spot index over the
second half of 2016 was influenced by the Chinese
domestic supply reduction (originating from weather/logistic
issues combined with regulations issued by the Chinese
government on lower mining working days, from an annual
rate of 330 days per year to a lower rate at 276 days, with
temporary relief as described above) as well as several
maintenance and mining operational issues in Australian
coking coal mines during that period. Consequently, the
premium HCC FOB Australia quarterly contract price was
settled at $200 per tonne for the fourth quarter of 2016 and
at $285 per tonne for the first quarter of 2017.

In the first quarter of 2017, the spot prices (Metal Bulletin
Premium Hard Coking Coal FOB Australia index) have
sharply dropped from 266.50 $/t in December 2016
(monthly average) to $155.20 per tonne in March 2017
(monthly average) with the average spot price for the first
quarter of $166.80 per tonne. The temporary relief of the
Chinese working days restriction and fully recovered supply
from Australia, as well as expected additional seaborne
supply from North America have allowed such a sharp drop
of prices by the end of the first quarter of 2017. At the
beginning of the second quarter of 2017, the cyclone
Debbie unexpectedly hit Australia causing supply
disruptions and spot prices spikes. The upward trend of
April up to $300 per tonne on April 18, 2017 and a monthly
average of $257.80 per tonne was followed by the
downward trend in May and June as the Australia mining-
rail-port system recovered earlier than expected from the
cyclone disruption. The spot price decreased through the
second quarter to $175 per tonne in May (monthly average)
and $145 per tonne in June 2017 (monthly average), the
average spot price for the second quarter of 2017 was
$190.60 per tonne.

For the second quarter 2017, a new index-based
methodology was adopted for the premium HCC FOB
Australia quarterly contract price between some Japanese
steel makers and Australian HCC suppliers. In the third
quarter of 2017, the average spot price (Metal Bulletin
Premium Hard Coking Coal FOB Australia index) increased
to $188.30 per tonne driven by bullish sentiment in the steel
market and strong steel PMIs for China. In the fourth
quarter, supported by the port congestion in Australia, the
price further increased to $203.50 per tonne.



ArcelorMittal has continued to lev