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Methodology

Metals Deals 2012-13 is based on published transactions from the SDC Platinum 
(Thomson Reuters) database, January 2013. The report includes data from prior 
years and is the latest in an annual series of metals deals reports. Comparative data 
for prior years may differ to that appearing in previous editions of our annual 
analysis. This can arise, for example, as a result of updated information or 
methodological refinements and consequent restatement of the input database. 
Analysis encompasses only those deals which are completed in the calendar year, 
except for figure 6 which is based on pending deals. Deal values are the 
consideration value announced or reported including any assumption of debt and 
liabilities. Figures relate to actual stake purchased and are not extrapolated to 
100%. The geographical split of the deals refers to the location of the target 
company or assets. Deals located in the territory of the Russian Federation are 
included in the totals for central and eastern Europe. The analysis relates to target 
companies in the supply chain for metals and basic metal products, including 
recycling. The sector and subsectors analysed includes deals for targets with 
primary SIC codes that fall into one of the following industry groups: iron ores; 
ferroalloy ores, except vanadium; steel works, blast furnaces, rolling mills, and 
finishing mills; iron and steel foundries; primary smelting and refining/
nonferrous; secondary smelting and refining/nonferrous; rolling, drawing, and 
extruding/nonferrous; nonferrous foundries; miscellaneous primary metals 
products; and metals service centres and offices.
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Introduction
Welcome to Metals Deals: Forging Ahead 2013 outlook and 2012 review; 
PwC’s annual analysis of deal activity in the metals industry and our 
outlook on the prospects for dealmaking in the year ahead. We also take a 
regional look at what is happening in the main markets around the world.

We open our report with a discussion of 
the outlook for the year ahead and 
identify some of the main themes we 
expect to be at work. In our last report 
we said that caution will be the 
watchword in 2012. This has proved to 
be the case to an even greater extent 
than we expected, such that we have 
actually seen a ‘double dip’ downturn in 
metals sector mergers and acquisitions 
(M&A), with deal numbers outside the 
Asia Pacific region falling back down to 
the post-credit crunch low of 2009.

Looking ahead, we see the prospects for 
a more disruptive pattern of M&A flow 
as companies adjust to an era in which 
trends in commodity pricing and 
demand are less clear. In the past year 
we saw a sharp disjuncture between 
levels of metals M&A activity in Asia 
Pacific and the rest of the world. We see 
the prospect for continuing 
fragmentation of M&A trends. We also 
expect many companies to continue to 
focus investment inward rather than 
towards outside targets.

This report is the latest annual review 
edition in our Forging Ahead series on 
dealmaking in the sector. It sits 
alongside our quarterly Forging Ahead 
reports and is one of a range of deals 
publications from PwC, covering sectors 
including mining, aerospace & defence, 
renewable energy, power, and oil & gas. 
Together the family of deals reports 
provides a comprehensive analysis of 
M&A activity across industries 
worldwide.

Jim Forbes 
Global Metals Leader

This report is the latest annual review edition in our Forging Ahead series  
on dealmaking in the sector.

http://www.pwc.com/us/en/industrial-products/publications/forging-ahead.jhtml
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2013 deal outlook: cautious 
optimism sets the tone
A more optimistic growth outlook continues to be clouded by 
inconsistent economic signals and regional imbalances. Political 
risks remain elevated despite progress within the eurozone and 
in the US on the ‘fiscal cliff’ negotiations. In addition, tensions 
in the Middle East, North Africa and the China Sea have the 
potential to impact wider confidence. 

In the metals industry many companies remain reluctant to 
make sizeable investments in traditional M&A transactions 
given continuing uncertainty about economic growth and 
commodity pricing, although there is perhaps a greater sense of 
optimism about the direction ahead compared to the mood of 
the past two years. 

The sector as a whole has largely been 
focused on operational and financial 
efforts to reduce costs, trim debt and 
increase efficiency rather than M&A 
activity. PwC’s latest annual Global CEO 
Survey indicates that increased capital 
investment is one of the main priorities 
for metals CEOs during the upcoming 
year.1 More than half of the respondents 
indicated that improving operational 
effectiveness is their top investment 
priority over the next 12 months. 

In the US, for example, many metals 
companies are investing in new sources 
of raw material and making greater use 
of direct-reduced iron plants to take 
advantage of cheap natural gas in their 
production. There has also been an 

influx of foreign investment to capitalise 
on the shale gas boom, encompassing 
investments such as new steel pipe 
facilities.  Ultimately, this type of 
investment and inward focus on the part 
of metals companies has taken away 
from the more traditional M&A activity.  

With the exception of the Asia Pacific 
region, the result has been a ‘double dip’ 
recession in metals deals, with deal 
activity in the last year back down to 
the low levels of the post-credit crunch 
year of 2009 (see ‘deal trends’ section 
on page 8). Economic indicators for the 
year ahead continue to present a mixed 
picture. A case can be made for a 
rebound in deal activity (see our section 
‘modelling metals M&A flow against 
wider commodities and macroeconomic 
trends’ on page 7) but we remain 
cautious about the prospects for a 
strong deal revival. As 2013 unfolds, we 
believe the following key issues are 
likely to shape metals M&A activity in 
the period ahead.

Will growth replace survival?

All eyes will be on the big question 
whether more balanced and durable 
global growth will replace uncertainty 
and provide the conditions in which 
companies can have greater confidence 
about demand for their products. For 
many the recent period has been one of 
retrenchment and in some cases simply 
survival. But a focus on balance sheet 

1  16th Annual Global CEO Survey, PwC, 2013.

There is perhaps a greater sense of 
optimism about the direction ahead.

The big question is whether more balanced 
and durable global growth can replace 
uncertainty. 
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health, as well as on greater efficiency, 
new production technologies and 
product innovation has left many 
strongly positioned for the future. 
However, a revival in M&A may be 
some way off as companies wait and 
test market conditions.

Are we entering a new 
commodities and growth 
paradigm?

A key question is what pattern of 
growth are we heading for and the 
crucial balance between demand and 
the costs and supply of commodity 
inputs. PwC has conducted its own 
analysis, testing the historical 
relationship of metals sector M&A, with 
a variety of macroeconomic variables 
and metal commodities indicators (see 
page 7). It highlights the historically 
strong correlation that has held sway 
since 1990 between trends in metals 
deal activity and a key set of wider 
metals and macroeconomic measures.  
But some commentators believe we are 
reaching an inflexion point in the 
commodities super cycle as we enter a 
period of more unpredictable and 
uneven growth, with consequences for 
further uncertainty in M&A flow.

The hangover from the boom 
years continues to unwind

Rio Tinto’s early 2013 announcement of 
a US$14bn write down, mostly related 
to its US$38bn 2007 purchase of Alcan, 
is perhaps the most spectacular example 
of the impact of overoptimistic 
assumptions made on the back of the 
boom years. The repercussions of that 
era are still being felt, not just in 
aluminium. In the steel sector, attention 
will be on major moves being made by a 
number of companies as they manage 
debt and assets, not least 
ThyssenKrupp’s divestment programme. 
ArcelorMittal is reported to be set to 
raise as much as US$3.5bn through a 
joint share offering and convertible 

bond issue in an effort to reduce its 
debt. The company kicked off 2013 with 
the US$1.1bn sale of 15% stake in iron 
ore mines in Canada to a consortium 
which includes Posco, China Steel 
Corporation (Taiwan) and unnamed 
financial investors. 

East-west deal dynamic 

The January 2013 move by Korean 
buyers for ArcelorMittal’s Canadian iron 
ore assets underlines an east-west 
dynamic that is likely to continue to 
characterise some headline deals in the 
period ahead. The past year has seen an 
apparent fall in outbound activity from 
Chinese metals companies but the scope 
for east-west deals involving Chinese as 
well as Korean buyers remains. 

Steps to control input costs

Energy and raw material costs, 
principally iron ore for steel producers 
and power for aluminium producers, 
remain among the biggest concerns for 
metals CEOs2. Vertical integration, 
through ownership of iron ore and 
coking coal supplies, has provided 
important protection for many steel 
producers struggling with lower 
demand and higher input costs. But 
there remain many companies who are 
not as vertically integrated as they 
would like to be. We are likely to see 
continued moves by producers to 
increase ownership of input 
commodities or enter into low cost 
power arrangements. But there is 
sometimes limited opportunity for 
traditional M&A deals that advance 
these strategies, with the result that we 
may see more non-traditional types of 
arrangements to address this issue.

Bite size deals likely to 
predominate 

A common theme across all regions will 
be a continued focus on highly selective, 
small to medium sized purchases rather 
than mega acquisitions. Companies are 
likely to be very cautious about their 
investment choices. The focus on 
internal cost-cutting is likely to remain 
in the period ahead, with external sights 
restricted to keeping a look-out for the 
right asset at the right price to fill a gap, 
upgrade quality, or round out a 
portfolio. There is some activity in the 
debt markets which may provide added 
liquidity for deals but we do not expect 
to see a flow of expansionist deals in the 
absence of stronger and prolonged 
global growth signals.

Diversification set to deliver deal 
flow

Diversification is an important strategy 
for many companies in the sector. 
ThyssenKrupp’s repositioning to 
become a more ‘diversified industrial 
company’ is among the most significant. 
The completion of the US$3.7bn 
disposal of its stainless steel operations 
to Finland’s Outokumpu gave a boost to 
its strategy of moving the balance of its 
operations away from stainless and 
carbon steel to capital goods and 
materials services. The 2013 sale of its 
troubled Steel Americas assets will also 
be an important step in this process and 
it will be interesting to watch unfold. 
ThyssenKrupp has faced a succession of 
costly write-downs since its decision to 
build two plants in the US and Brazil. 
These modern facilities represent an 
attractive opportunity for another steel 
company to position itself to take 
advantage of the economic recovery in 
the US. 

2  Ibid.

The repercussions of the boom years are 
still being felt.
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Consolidation needed but bold 
moves remain distant

Despite the considerable scope and need 
for consolidation in the steel sector, 
companies in western markets are 
largely holding back from making the 
moves that could bring it about. Instead, 
the focus has been on conserving cash 
and, in some cases, returning cash to 
shareholders. Many companies are in a 
position to move into acquisition mode 
with stronger balance sheets than a few 
years ago. But they remain in ‘wait and 
see’ mode and it looks like it will take 
evidence of a stronger and more 
sustainable economic upturn to spur a 
wave of consolidation. 

Chinese restructuring pace may 
quicken

In China consolidation among steel 
companies is expected to continue 
although progress was less rapid in 
2012.  With political leadership 
transition changes settling in, it is 
possible that the programme of 
industrial restructuring will pick up 
pace in 2013. There is considerable 
scope for consolidation among steel 
companies but the exact timing and 
pace remains uncertain.

Brazil energy boost could provide 
a springboard

Brazilian metal producers have received 
a boost with the announcement of 
electricity market reforms that are 
designed to reduce electricity prices for 
large industrial users by 28%. The move 
has promoted market capitalisations 
and comes as some relief to steel and 
aluminium producers who, like their 
counterparts in other parts of the world, 
have been struggling with slow global 
demand, overcapacity and rising costs 
for some raw materials. Greater 
certainty about lower energy prices, if 
combined with a more positive 
commodities and growth outlook, might 
provide an M&A push for Brazilian 
buyers.  

Deleveraging and consolidation 
driving deals in India

Expansion in the good times is being 
followed by a prolonged period of 
deleveraging among Indian steel 
companies as demand remains 
uncertain and shareholder margins 
come under pressure. Balance sheet 
reordering is taking many forms, largely 
without the need for actual disposals, 
but many companies are now actively 
seeking joint venture partners for 
capital infusions. The period ahead is 
likely to be a crunch time for smaller 
Indian steelmakers if they are not 
already well positioned in specialised 
lines or have not reformed their balance 
sheets. The scope for deleveraging 
consolidation is considerable and we 
expect to see this trend play out in the 
next year.

Acquisition appetite for coal 
assets continues

Chinese and Indian metals companies 
remain keen to acquire coal assets for 
their energy needs in order to be able to 
better manage and hedge their energy 
costs. The demand supply mismatch will 
further increase the appetite of Indian 
producers for their own coal assets. 
Australia is a favourite hunting ground 
for coal mine acquisitions. Companies 
are also looking at coal blocks 
acquisitions in Mongolia which have a 
similar quality of Australian coal. 

The focus on internal cost-cutting is likely 
to remain in the period ahead.
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1990-2012 
What the analysis predicted:

• 5.0% compound annual growth rate 
(CAGR) in announced deal numbers.

• 6.1% CAGR in announced deal 
value.

What the actual outturn was:

• 5.9% CAGR in announced deal 
numbers.

• 9.9% CAGR in announced deal 
value.

The fit between actual and predicted 
deal flow is strongest for deal volume. 
Deal value is more volatile – while it has 
statistically significant relationships 
with economic and metal commodity 
variables, it can be slightly less certain 
to predict because of this higher 
variability compared to the trend in 
deal volume.

Looking ahead
What the model predicts for the year 
ahead:

• 32.1% CAGR in announced deal 
numbers.

• 40.2% CAGR in announced deal 
value.

These updated models indicate a 
rebound in announced metals M&A 
deals growth in 2013 based on 
forecasted commodity (aluminium) 
prices and GDP. In our prior year report, 
our model predicted a 23.5% and 15.7% 
CAGR for deal volume and deal value, 
respectively, in 2012.  However, actual 
results fell well below these predictions 
(16.1% and 32.8% decreases in deal 
volume and value, respectively) 
principally because actual commodity 

prices differed from what was 
forecasted in our prior year model.  This 
highlights the fact that the predictions 
for 2013 hinge largely on the accuracy 
of the forecasted commodity prices and 
GDP for the upcoming year.

We publish the outcome only for 
announced deals here because the 
historical analysis indicates that this 
provides the most robust and strong 
correlation. Please note that this differs 
from the analysis in the rest of this 
report which is based on completed 
deals.

Modelling metals M&A flow against 
wider commodities and macroeconomic 
trends
PwC has conducted an analysis testing the historical relationship of metals sector 
M&A with a variety of macroeconomic variables and metal commodities indicators. 
The analysis encompasses factors including: nominal GDP; direct investment levels; 
trade volumes; and commodity prices. In particular, global GDP and aluminium 
prices are often good predictors of deal activity. 

We found strong correlations between trends in metals deal activity and the set of wider metals and 
macroeconomic measures in the analysis, especially in terms of flows in metals deal announcements. Our 
updated models produce coefficient of determination (R2) values of 0.886 and 0.934 for announced deal 
volume and value respectively. We’ve taken the analysis back over two decades with the following results:
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Deal flow: headline totals mask 
an M&A double dip

2012 deal review

The headline trend for worldwide metals M&A suggests a 
continuing recovery from a post-credit crunch low. Completed 
deal value in the sector was up 20% year on year, rising from 
US$38.2bn in 2011 to US$45.8bn in 2012 (figures 1 and 2). 

But these totals hide a massive geographic imbalance. The Asia 
Pacific region accounted for US$31.1bn of the US$45.8bn total, 
with US$9.4bn coming from the completion of the Sumitomo-
Nippon Steel merger left pending from the previous year. In 
the rest of the world deal activity was down significantly, 
particularly in North America (see ‘deal places’ on page 12). 

The trend in metals M&A outside the 
Asia Pacific region shows a marked 
double-dip.  Indeed ‘rest of the world’ 
deal volume in terms of numbers of 
deals, has fallen back down to the 
post-credit crunch year of 2009. There 
were just 253 metals M&A deals outside 
the Asia Pacific region in 2012, almost 
the same as the 255 recorded in 2009. 
The big decline in metals deal activity 
in all markets outside the Asia-Pacific 
region reflects the considerable caution 
being exercised by companies as they 
struggle with uncertain demand and 
volatile costs.

In North America much of the period 
continued to be clouded by uncertain 
economic signals. Indeed the second 
half of the year became increasingly 
focused on concerns about the possible 
impact of the looming ‘fiscal cliff’ crisis. 
European markets remained largely 

hidebound by the sovereign debt crisis. 
Steel companies that relied on western 
Europe markets saw that market shrink 
considerably. As a result they have cast 
their net wider, to markets in Asia and 
Africa, but it has not been enough to 
compensate for the decline in Europe.

Figure 1: Total metals deals, 2003-2012

Number Cross border 
number as % of 

total number

Value (US$bn) Cross border 
value as % of 

total value 

2012 507 30% 45.8 39%

2011 531 33% 38.2 57%

2010 548 34% 27.0 53%

2009 521 25% 15.1 29%

2008 397 38% 60.6 62%

2007 411 35% 144.7 68%

2006 385 29% 86.4 73%

2005 250 40% 34.8 49%

2004 166 40% 37.0 31%

2003 164 30% 16.1 60%

Source: PwC Forging Ahead deal analysis, using data from Bloomberg, mergermarket, Thomson Financial 
and PwC analysis.

Considerable caution is being exercised by 
companies as they struggle with uncertain 
demand and volatile costs.
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Figure 5: Deal making by industry sector (by target)

Steel
25%
(US$9.5bn)

Other metals
52%

(US$20.0bn)

Aluminium
23%
(US$8.7bn)

2011

Steel
51%
(US$23.3bn)

Other metals
45%

(US$20.7bn)

Aluminium
4%
(US$1.8bn)

2012

Figure 2: Crossborder and domestic metals deals, 2011-2012

Number of deals Deal value (US$bn) 

2011 2012 % change 2011 2012 % change

Domestic 356 354 -1% 16.3 27.9 +71%

Cross border 175 153 -13% 21.8 17.9 -18%

Total 531 507 -5% 38.2 45.8 +20%

Figure 3: Double dip - total metals deals excluding 
Asia Pacific targets, 2009-2012

Number Value (US$bn)

2012 253 14.7

2011 325 30.9

2010 309 15.4

2009 255 7.5

Figure 4: Deal making by industry sector (by target)

Number of deals Deal value (US$bn)

Steel 2011 2012 % change 2011 2012 % change

Domestic 97 100 +3% 6.2 14.9 +140%

Cross border 46 41 -11% 3.3 8.5 +158%

Total 143 141 -1% 9.5 23.3 +145%

Number of deals Deal value (US$bn)

Aluminium 2011 2012 % change 2011 2012 % change

Domestic 26 29 +12% 0.4 1.6 +300%

Cross border 17 9 -47% 8.3 0.3 -96%

Total 43 38 -12% 8.7 1.8 -79%

Number of deals Deal value (US$bn)

Other 
Metals

2011 2012
% change

2011 2012
% change

Domestic 233 225 +3% 9.7 11.4 +18%

Cross border 112 103 -8% 10.3 9.2 -11%

Total 345 328 -5% 20 20.7 +4%
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2012 deal makers: restructuring 
takes precedence over mega- deals
On the face of it mega-deals continue to flow, but the reality is that 
they have been in relative short supply in the past year, with many 
larger deals stemming from announcements in earlier periods. 
If we were to extend the top ten table to include only those deals 
that were announced in 2012, just half would have been for values 
above US$1bn. 

Nonetheless, this is still more than the post credit crunch low of 
two ‘US$1bn plus’ recorded in 2009. In addition, a further three 
US$1bn deals were announced in 2012 but remained pending at 
year end, including the US$3.9bn Sesa Sterlite merger in India.  

Half of the deals in the top ten completed 
deals of 2012 were originally announced 
in earlier years (see figure 5). The 
Sumitomo, Usiminas, Anshan, Lai Wu 
and China Coal Solutions deals were all 
from earlier periods. The largest of these 
was the landmark US$9.4bn Japanese 
merger between Nippon Steel and 
Sumitomo. Its completion in October 
2012 marked an important consolidation 
move in the Japanese steel industry. The 
combination puts the company at 
number two in world crude steel output, 
but it faces the immediate challenge of 
cutting costs and streamlining the 
downstream capacity.

Restructuring outweighed resource 
acquisition as the dominant theme 
behind many of the largest deals 
announced and completed in the past 
year. Although there were three US$1bn 
plus deals centred on raw materials, two 
of these – the First Quantum and Eramet 
transactions – were characterised by 
fairly unique, one-off circumstances. 
Instead, it was the continuing struggle of 
companies to manage debt and right-size 
themselves in the face of rising costs and 
uncertain demand that was the common 
thread between many deals. The Roy 
Hill iron ore investment by Posco and 
other buyers was the only classic 
resource acquisition deal in the top ten.

Outokumpu’s completion of the 
US$3.7bn purchase of ThyssenKrupp’s 
Inoxum stainless steel division was the 
largest deal announced and completed in 
the year. The deal moves Finland’s 
Outokumpu from being the number four 
largest producer of stainless steel in 
Europe to a global leader in the sector 
with a 40% market share in Europe and 
12% globally. ThyssenKrupp becomes a 
major shareholder in Outokumpu, 
holding 29.9% of the shares but, as we 
discuss in more detail in the ‘deal places’ 
section of this report (see page 12), its 
focus is now very much on diversification 
away from steel.

Much of the large deal spotlight was 
away from steel, with three of the 
remaining five US$1bn plus deals 
coming in the ‘other metal’ category. The 
largest of these saw Posco, alongside 
Marubeni, STX and Taiwanese company 
China Steel Corporation, add to a stake 
in the Roy Hill iron ore mining venture 
in Western Australia. The US$3.3bn 
deal, together with a simultaneously 
transacted US$318m deal with China 
Steel, gave the consortium a 30% share 
in the project, with Posco and China 
Steel holding 12.5% each.

Eurasian Natural Resources 
Corporation’s US$1.25bn deal with 
Canada’s First Quantum came as the 
result of a dispute over expropriated 
assets in the Democratic Republic of the 
Congo (DRC) which had led to First 
Quantum suspending its Congo 
operations. This ‘settlement’ deal 
includes the purchase of the Canadian 
miner’s operations and equipment at the 
Frontier and Lonshi copper mines. The 
series of events surrounding the former 
First Quantum assets has attracted some 
controversy and highlights the 
challenges of natural resource 
exploration in the DRC. 
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The remaining two US$1bn plus deals 
announced and completed in 2012 came 
in Europe and China. In Europe, 
France’s sovereign wealth fund bought 
nuclear champion Areva’s stake in 
nickel, manganese and alloys mining 
company Eramet for just over US$1bn. 
The deal is part of Areva’s efforts to 
reduce debts following losses on 
uranium investments. In China, a 
similar sized deal saw Baoshan Iron & 
Steel Company sell its stainless steel 
unit to its parent, Baosteel Group, to 
optimise asset allocation. 
Simultaneously, a US$675m deal was 
completed to do parallel restructuring of 
ownership of the company’s special steel 
operations. Both deals involved loss-
making operations with the spin-offs 
helping China’s biggest listed steelmaker 
address balance sheet issues.

Three other US$1bn plus deals were 
announced in 2012 but remained 
pending at the end of the year 
(see Figure 6). The largest by far -  
a US$3.9bn transaction - is Vedanta 
Resources’ proposed merger of its Indian 
subsidiaries, non-ferrous metals 
producer Sterlite Industries and iron 
miner Sesa Goa, into a single entity. 
Vedanta’s Indian aluminium operations 
are also to be transferred to the merged 
company, to be named Sesa Sterlite. 
Other notable deals in the top ten table 
included Nucor Corporation’s acquisition 
of Skyline Steel in the US. We look at this 
and other leading deals in the ‘deal 
places’ section on page 12.  

Figure 5: Top ten metals deals completed in 2012

Rank Completion 
Date

Target Sector Bidder Target 
Nation

Bidder 
Nation

Value 
(US$bn)

1 10/1/2012 Sumitomo Metal Industries Ltd Steel Nippon Steel Corp Japan Japan 9.4

2 12/28/2012 Inoxum AG Steel Outokumpu Oyj Germany Finland 3.7

3 5/2/2012 Roy Hill Holdings Pty Ltd
Other 
Metal

Investor Group Australia
South 
Korea

3.3

4 1/16/2012
Usinas Siderurgicas de Minas 

Gerais SA{Usiminas}
Steel Investor Group Brazil Argentina 2.8

5 12/7/2012
Anshan Iron&Steel Group Corp- 

Assets
Other 
Metal

Pangang Group Steel 
Vanadium & Titanium Co Ltd

China China 1.8

6 3/2/2012
First Quantum Minerals Ltd- 

Residual Assets & Claims
Other 
Metal

Eurasian Natural Resources 
Corp PLC

Dem Rep 
Congo

United 
Kingdom

1.3

7 2/21/2012 Lai Wu Steel Corp Steel Jinan Iron & Steel Co Ltd China China 1.2

8 5/16/2012 Eramet SA
Other 
Metal

Fonds Strategique 
d'Investissement SA

France France 1.0

9 4/1/2012
Baoshan Iron&Steel Co Ltd-

Stainless Steel Business
Steel

Shanghai Baoshan Iron&Steel 
Stainless Steel Co Ltd

China China 1.0

10 8/27/2012 China Coal Solution Ltd-Assets
Other 
Metal

Shandong Jiufa Edible Fungus 
Co Ltd

China China 1.0

Figure 6: Top five deals still pending at year end 2012

Rank Month 
announced

Target Sector Bidder Target 
Nation

Bidder 
Nation

Value 
(US$bn)

1 Feb 2012 Sterlite Industries(India)Ltd
Metal and 

Metal Products
Sesa Goa Ltd India India 3.9

2 May 2012
Chongqing Iron&Steel(Group)Co 

Ltd-Assets
Metal and 

Metal Products
Chongqing Iron & 

Steel Co Ltd
China China 2.2

3 Dec 2012
OAO "Gorno-Metallurgicheskaya 

Kompaniya Noril'skiy Nikel'"
Metal and 

Metal Products
Millhouse Capital

Russian 
Fed

Russian 
Fed

1.5

4 Nov 2012
OAO "Korporatsiya VSMPO-

AVISMA"
Metal and 

Metal Products
Nordcom Ltd

Russian 
Fed

Russian 
Fed

1.0

5 Oct 2012 Baosteel Zhanjiang Iron&Steel Co Ltd
Metal and 

Metal Products
Baoshan Iron & Steel 

Co Ltd
China China 0.8
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Deal places: dramatic eastward 
shift in deal focus
The focus of metals deals has shifted substantially away from 
the Americas and Europe to Asia Pacific in the past year. Targets 
in the Asia Pacific region accounted for 68% of the total metals 
deal value in 2012, more than three times the 19% share in 2011. 
Indeed, the Asia Pacific region was the only territory to record a 
year on year increase in total deal value, with target value up more 
than fourfold, from US$7.3bn in 2011 to US$31.1bn in 2012. 

In contrast, the share of worldwide 
target value in the Americas and Europe 
shrank from 81% to 32%. The biggest 
fall came in North America with a two 
thirds fall, from US$12.2bn in 2011 to 
US$4.3bn in 2012 (see Figure 7). South 
American deal value was down by a half 
and the value of western European 
targets fell by over a third. Activity in 
central and eastern Europe also fell 
sharply. In all these regions the number 
of deals was down significantly, most 
steeply in South America where deal 
volume halved.

The majority of deals are between 
buyers and sellers in the same region 
(figure 8). They accounted for 84% of 
all metals deals by number and 91% of 
total deal value in 2012. Regional deal 
value was up dramatically from its 63% 
share in the previous year. It all adds to 
the picture of caution with companies 
staying close to home. It contrasts with 
the earlier years of 2007 and 2008 
when pre-credit crunch cross-
continental dealmaking pushed the 
regional deal value share down to 45%. 

Figure 7: M&A activity by target continent

North 
America Number % of all world deals Value (US$bn) % of total value

2011 118 22% 12.2 32%

2012 97 19% 4.3 9%

% change -18% -65%

Asia  
Pacific Number % of all world deals Value (US$bn) % of total value

2011 206 39% 7.3 19%

2012 254 50% 31.1 68%

% change 23% 326%

The majority of deals are between buyers 
and sellers in the same region.
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Central 
& South 
America Number % of all world deals Value (US$bn) % of total value

2011 32 6% 7.8 21%

2012 16 3% 4.0 9%

% change -50% -49%

Western 
Europe  Number % of all world deals Value (US$bn) % of total value

2011 103 19% 9.9 26%

2012 91 18% 6.1 13%

% change -12% -38%

Central & 
eastern 
Europe  Number % of all world deals Value (US$bn) % of total value

2011 72 14% 0.9 2%

2012 49 10% 0.3 1%

% change -32% -67%

Figure 8: Regional versus cross-continent M&A

Regional Cross-Continental

2012 Total % of total deals Total % of total deals

Number 428 84% 79 16%

Value 41.5 91% 4.3 9%

Regional Cross-Continental

2011 Total % of total deals Total % of total deals

Number 421 79% 110 21%

Value 24.0 63% 14.2 37%
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Deal places:

The Americas
In a subdued metals M&A market, the largest North American 
deal was ArcelorMittal’s US$605m sale of its Skyline steel 
foundation distribution business to Nucor Corporation. The sale is 
part of ArcelorMittal’s strategy of selective divestment of non-core 
assets and debt reduction. But the company says it will continue to 
own and operate foundation distribution businesses in the rest of 
the world. 

Nucor is the biggest supplier of steel to 
Skyline. The combination gives Nucor a 
degree of vertical integration to the 
North American and Caribbean 
marketplace for: marine construction; 
bridge and highway construction; heavy 
civil construction; storm protection; 
underground commercial parking; and 
environment containment projects in 
the infrastructure and construction 
industries. 

Dealmaking in South America was 
similarly quiet (see Figure 10). Indeed 
US$3.6bn of the US$4bn 2012 total was 
wholly attributable to moves by 
Ternium and Tenaris, both companies 
within the Luxembourg-headquartered 
Techint Group. In a major US$2.8bn 
deal, Ternium, together with its 
Argentine subsidiary Siderar and 
Confab Industrial (a subsidiary of 
Tenaris), bought a 27.7% stake in 
Brazilian company Usinas Siderurgicas 
de Minas Gerais (Usiminas). Usiminas is 
the largest flat steel producer in Brazil, 
while Ternium manufactures flat and 
long steel products principally from 
operations in Mexico and Argentina. 

Also in the first half of 2012, Tenaris, 
the world’s largest maker of seamless 
steel pipes, gained 95.9% ownership of 
its Brazilian subsidiary Confab, through 
a delisting and share purchase exercise 
totalling US$758m . Tenaris’ increased 

control came as demand increased for 
Confab’s output such as steel pipes used 
by oil companies.  

A significant outbound move for 
European steel assets was made by 
Brazil’s Companhia Siderurgica 
Nacional (CSN), with a US$632m 
purchase through its Spanish subsidiary 
CSN Steel, of German long-steel 
manufacturer Stahlwerk Thueringen. 
The interplay between CSN and 
Germany is likely to continue in 2013 
with the company in the running as a 
reported bidder for ThyssenKrupp’s 
Steel Americas division.

Figure 9: M&A activity in North America (by target) 

North America Steel Aluminium Other metals

2012 Number
Value 

US$bn Number
Value 

US$bn Number
Value 

US$bn

Domestic 17 0.8 6 0.1 53 1.6

Cross border 1 0.06 1 0.2 19 1.5

All deals 18 0.9 7 0.3 72 3.1

2011 Number
Value 

US$bn Number
Value 

US$bn Number
Value 

US$bn

Domestic 13 0.7 5 0.1 72 4.8

Cross border 5 0.9 7 0.7 16 5.0

All deals 18 1.7 12 0.8 88 9.7

Figure 10: M&A activity in central and South America (by target)

Central &  
South America 

Steel Aluminium Other metals

2012 Number
Value 

US$bn Number
Value 

US$bn Number
Value 

US$bn

Domestic 1 0.04 0 0.0 3 0.08

Cross border 3 3.6 0 0.0 9 0.2

All deals 4 3.6 0 0.0 12 0.3

2011 Number
Value 

US$bn Number
Value 

US$bn Number
Value 

US$bn

Domestic 3 0.0 0 0.0 11 0.6

Cross border 3 0.0 1 4.9 14 2.3

All deals 6 0.0 1 4.9 25 2.9

North America has seen the biggest 
worldwide fall in deal value, by two thirds 
year on year.
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Deal places:

Asia Pacific
Asia Pacific is the ‘stand out’ region in recent metals M&A activity 
with target deal numbers up 23% and a more than fourfold 
increase in target deal value (see Figure 11). The figures were 
boosted by a number of deals that were long in the making, having 
been announced in earlier years, but still the increase is noteworthy. 
Heading the list of such deals was the US$9.4bn Sumitomo-Nippon 
Steel merger (see earlier ‘deal makers’ on page 10).

Most of the deals have been domestic 
affairs with the Roy Hill iron ore 
investment in Australia by Posco and 
other buyers (see earlier ‘deal makers’ 
section) being one of only a handful of 
crossborder deals. Similarly, outbound 
moves by Asia Pacific buyers for targets 
outside the region have been rare. In 
this sense, Asia Pacific metals 
dealmakers were little different from 
their counterparts in other parts of the 
world, as they focused on getting their 
existing operations in order in the face 
of reduced regional demand and 
uncertain world markets. 

Despite continuing Chinese economic 
growth that would be the envy of 
western economies, Chinese 
steelmakers have suffered as weaker 
demand adds to the problems of 
overcapacity. International moves were 
off the agenda, with Chinese companies 
focused on domestic moves to alleviate 

balance sheet pressures, sometimes in 
the form of ‘in-group’ restructurings. 
For example, Baoshan Iron & Steel sold 
its loss-making listed stainless steel and 
special steel assets to unlisted parent 
Baosteel Group to optimise asset 
allocation. The largest domestic deal in 
China was the completion of the US$1.8 
billion restructuring between Anshan 
Iron & Steel Group and the Anshan 
controlled mid-sized steelmaker 
Pangang Group Steel.  The overall trend 
towards consolidation still has a way to 
run among Chinese steel producers and 
there is scope for many more mergers 
and restructurings in the sector. 

With outbound buyer activity by 
Chinese industrial metals companies 
slowing right down, the focus of 
international activity has switched to 
smaller deals in the gold sector. In a 
significant overseas move, Shandong 
Gold Group announced in September 

2012 the purchase of a 51% stake in 
Australia’s Focus Minerals for 
US$227.5m. Earlier in 2012, Shanghai-
listed Zijin Mining Group bought out 
Norton Gold Fields, again in Australia. 

The year ended with China National 
Gold Group Corporation in talks for a 
stake in London-listed African Barrick 
Gold, although these have since ended 
without a deal. Domestic gold producers 
have also ramped up domestic mine 
purchases. In 2012, Zhongjin Gold, the 
listed unit of China’s biggest producer of 
the precious metal, and Shandong Gold 
Mining, China’s second largest 
producer, found themselves in 
competition for domestic gold assets. 
One of the largest domestic deals in 
China saw Shandong Gold Mining 
acquire Shandong Shengda Mining in a 
US$590m deal, giving it access to gold 
and iron ore reserves. 

International moves were off the agenda 
with Chinese companies focused on 
domestic moves and restructurings.

Figure 11: M&A activity in Asia Pacific (by target)

Asia Pacific Steel Aluminium Other metals

2012 Number
Value 

US$bn Number
Value 

US$bn Number
Value 

US$bn

Domestic 61 14.0 13 1.3 121 8.1

Cross border 16 0.2 2 0.04 41 7.4

All deals 77 14.2 15 1.4 162 15.5

2011 Number
Value 

US$bn Number
Value 

US$bn Number
Value 

US$bn

Domestic 44 1.3 12 0.3 90 3.9

Cross border 17 0.3 3 0.1 40 1.3

All deals 61 1.6 15 0.4 130 5.2
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Deal places:

Europe (including the Russian Federation)

The past year has seen continued economic growth uncertainty 
in Europe and stop-start progress in dealing with the eurozone 
sovereign debt crisis, causing continued difficulties for companies 
reliant on European markets. The focus for companies in the 
region has been on operational cost reductions rather than 
dealmaking, with closures of high cost production capacity. 
Companies with significant vertical integration have some shelter 
through captive coal and iron ore resources. But selling surplus 
raw material capacity into the marketplace is not a panacea and 
this strategy is also constrained by weak end user demand. 

The notable exception to the internal 
focus came with Outokumpu’s US$3.7bn 
purchase of ThyssenKrupp’s Inoxum 
stainless steel division. But the company 
faces considerable challenges to reach 
sustainable profitability. Its post-deal 
plans include a target reduction in 
melting capacity of approximately 1.4 
million tonnes as part of global 
restructuring efforts that are expected to 
result in a reduction of up to 2,000 jobs 
over four years. In order to win 
European Commission regulatory 
approval, Outokumpu has to sell off 
Inoxum’s steel mill in Terni, Italy within 
six months. The mill is considered 
among the most advanced in Europe.

ThyssenKrupp hopes that a series of 
divestments will give it higher capital 
efficiency from a more balanced capital 
allocation. Within the space of 18 
months (up to September 2012) it has 
moved from more than 60% of its 
capital being employed in steel 
production to less than 40%. Instead 
the focus is moving towards production 
of capital goods and materials services, 
elevator technology, industrial solutions 
and components technology. The 
company will retain a reduced Steel 
Europe division but is in the course of 
selling its discontinued Steel Americas 
division following the 2012 disposal of 
its stainless steel operations.



Forging Ahead 2013 outlook and 2012 review 17 

Companies with significant vertical 
integration have some shelter through 
captive coal and iron ore resources.

Figure 12: M&A activity in western Europe (by target)

Western Europe  Steel Aluminium Other metals

2012 Number
Value 

US$bn Number
Value 

US$bn Number
Value 

US$bn

Domestic 14 0.02 8 0.1 27 1.3

Cross border 17 4.5 5 0.0 20 0.07

All deals 31 4.6 13 0.1 47 1.4

2011 Number
Value 

US$bn Number
Value 

US$bn Number
Value 

US$bn

Domestic 19 4.1 7 0.0 33 0.2

Cross border 12 1.4 4 2.5 28 1.7

All deals 31 5.5 11 2.5 61 1.9

Figure 13: M&A activity in central and eastern Europe (by target)

Central &  
eastern Europe   

Steel Aluminium Other metals

2012 Number
Value 

US$bn Number
Value 

US$bn Number
Value 

US$bn

Domestic 7 0.002 2 0.0 21 0.3

Cross border 4 0.03 1 0.0 14 0.005

All deals 11 0.03 3 0.0 35 0.3

2011 Number
Value 

US$bn Number
Value 

US$bn Number
Value 

US$bn

Domestic 18 0.1 2 0.0 27 0.2

Cross border 9 0.6 2 0.0 14 0.0

All deals 27 0.7 4 0.0 41 0.2
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