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(2) [LIEIZE SR WA A BOW B A A P4k, & T R g Hh A 1) — Ak o | ] — 1
MRS . BN P b A YR, SOWBRY A A ek, BERESESRTT A ES E . (1.5 7))

[English Answers])

(1) MThe competition threat of new entrants in the industry is small: the iron and steel
industry is a typical capital intensive industry. Entering the industry requires a lot of
capital investment, otherwise it is difficult to develop in the iron and steel industry.
(large capital investment and low threat from new entrants)

The iron and steel industry is an important industry in the macroeconomic industrial chain.
China’ s major iron and steel groups have established close long—term cooperative relations
with their upper and lower families. It is difficult for new entrants to pose a threat to
the existing large iron and steel groups. (cooperative enterprises in the upstream and
downstream of the industrial chain have good industrial cooperation and have formed a
community of interests. Potential entrants have to face the above structural obstacles to
enter, and the entry threat of potential entrants is low)

@Threat of substitutes is low. In the current development level of the material industry,
the steel industry nearly has no similar substitutes.

(3Bargain power of buyers: In the current circumstances of deflation in macroeconomic,
demands of steel obviously fall, and is greatly influenced by the deflation. Because the
downstream, that is, the construction industry is just one of the important objects which
is macro economically regulated at present. The policy environment will improve, but it is
not sooptimistic. (steel isone of themain rawmaterials, and accounts for large proportion
of the costs. At the same time, the construction influenced by the policies needs to reduce
the costs, so the buyer have a strong bargain power. )

@Bargain powers of suppliers: In recent years, due to the impetus from the demand in domestic
market and the boom in steel industry worldwide, the price of iron ore constantly rises,
and is expected to rise further. The steel producers and iron ore suppliers often negotiate
about the price, which has become the important presentation about the game between the
upstream and downstream in the steel industry.

For the steel enterprises with low degree of self sufficiency of iron ore, the continuous

rise in price of raw materials and the passive position in the market negotiation is no doubt

IEFR2HRE it ABRLERE Z15815 010-82318888



2 IEF it mi
2023 S MLt )R ERE S www.chinaacc.com

the largest challenge.

(Steel enterprises are the buyers, iron ore enterprises are the suppliers. Due to the rise
in the price of raw materials, the buyer must reduce the costs by negotiation, so the bargain
power will be enhanced. But for the steel enterprise with low degree of self sufficiency,
his bargain power is limited.)

In the other hand, main steel enterprises which expand upstream increase the degree of self
sufficiency of iron ore, and condense the market space of the existing iron ore suppliers.

(Buyers have the ability to supply the raw materials on his own, so they have a high bargain
powers. )
®Competition among the existing competitors: Steel industry at home presents a state of
obvious segmentation, and large steel groups are mainly in the monopoly positions. (The
competition among them is not fierce)

Import steel doesn’ t constitute a large threat because it mainly focuses on top grade parts,
and trade protection policies also protect the existing competitors. (The competition among
the import products is not fierce)

(2) The acquisition of iron ore production enterprises by iron and steel production
enterprises belongs to the backward integration strategy in the vertical integration of
development strategy. Major iron and steel production enterprises expand upstream and
acquire iron ore production enterprises to improve the self-sufficiency rate of iron ore.

(571
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