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Research Update:

ArcelorMittal Downgraded To 'BBB-' On Weak
Credit Metrics; Outlook Stable

Overview

» The recovery in the steel sector appears to have stalled, in our view,
and the prospects for further inprovenents in the credit netrics of
Luxenbour g-regi stered steel group ArcelorMttal are less likely.

e W are lowering our long-termcorporate credit ratings on ArcelorMttal
and subsidiaries to 'BBB-' from'BBB'.

W are affirmng our short-termratings on ArcelorMttal at 'A-3'.

« The stable outlook reflects our opinion that ArcelorMttal's financial
risk profile will not deteriorate further as steel narkets have
stabilized.

Rating Action

On Nov. 2, 2010, Standard & Poor's Ratings Services |lowered to 'BBB-' from
"BBB' its long-termcorporate credit and issue ratings on

Luxembour g-regi stered steel group ArcelorMttal and its guaranteed
subsidiaries. At the sanme time, we affirned the short-termratings on
ArcelorMttal at 'A-3'. The outl ook is stable.

In addition, we withdrew the ratings on subsidiaries Dofacso Inc. and | spat
Inland L.P., at the parent conpany's request.

Rationale

The downgrade reflects our opinion that the prospects for further inprovenent
in ArcelorMttal's operating results and credit nmetrics are nore uncertain,
and in our view, do not appear likely to reach a sustainable |evel
commensurate with the 'BBB' rating.

The recovery that had been evident in steel markets in recent quarters appears
to us to have stalled, and, together with intense margin pressures from

hi gher-cost raw materials, in our view steel nmakers are facing a squeeze in
margi ns and only a nmuted outl ook for growmh in 2011.

In the nine nonths to Sept. 30, 2010, ArcelorMttal reported much-inproved
profitability year on year, with adjusted EBI TDA of $7.2 billion, conpared
with $3.2 billion a year earlier. However, nanagenent's guidance of EBI TDA of
$1.5 billion-$1.9 billion for the fourth quarter to Dec. 31, 2010, inplies
2010 EBI TDA of about $8.7 billion-$9.1 billion.

In the nine nonths to Sept. 30, 2010, funds from operations (FFO was al so
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stronger year on year, at $5.7 billion, but cash flow was fully invested in
working capital of $5.1 billion and capital expenditures (capex) of $2.0
billion. This led to negative free operating cash flow (FOCF) of $1.5 billion
in the nine-nmonth period, conpared with positive FOCF of $2.6 billion in the
same period in 2009.

We estimate that adjusted debt renmined substantial at $35.3 billion on Sept.
30, 2010, which was $3.2 billion higher than at year-end Dec. 31, 2009. Qur

adj usted debt figure includes significant adjustnments of $7.6 billion of
pensi on and ot her postretirenent obligations, as well as for trade receivables
sold, and $1.0 billion for nonsurplus cash.

The ratio of the last-12-nonths' FFO to adj usted debt renai ned weak for the
ratings, at 20% as did the ratio of adjusted debt to the |ast-12-nonths
adj usted EBI TDA of 3.8x on Sept. 30, 2010.

In our credit scenario, we factor in only nuted growh in steel volunes and
prices, and we expect ongoing margin pressures from expensive raw nateri al s.

We al so assune quite significant capex of $4 billion-$5 billion annually, as
the group invests in developing its assets, notably in mning. W also factor
in stable dividends of about $1.3 billion and ongoi ng nodest bolt-on

acqui sitions.

We do not factor in a potential spin-off of the group's stainless stee
operations, which is under consideration, but do not consider this likely to
be material to credit quality.

On this basis, we envisage broadly flat credit nmetrics in 2011 and 2012, with
rati os of FFO to adjusted debt of 20% 25% and adj usted debt to EBI TDA of about
3.5x-4.0x, which we consider to be commensurate with the 'BBB-' ratings.

The ratings on ArcelorMttal reflect our view of the group's satisfactory

busi ness risk profile and internediate financial risk profile. Supportive
factors include the group's |eading gl obal market positions, partial supply of
own raw materials, and good supply discipline. Constraining factors include

i ndustry cyclicality; volatile input costs, profitability, and cash flow and
substanti al adjusted debt.

Liquidity
W view ArcelorMttal's liquidity as adequate, as we envisage that liquidity
sources wWill nore than cover liquidity uses over the next year. W also regard

ArcelorMttal as having a track record of regular new bond i ssuance to
| engt hen debt maturities, sound relationships with banks, and good standing in
credit nmarkets.

Li quidity sources over the next year include:

* Retained cash of $3.5 billion as of Sept. 30, 2010, of which we view $1.0
billion as tied to operations.

* Substantial $11.4 billion availability under mediumterm conmitted bank
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facilities.
* Adequate financial covenant headroom and inproved FFO

This conpares with the following liquidity uses over the next year

* Short-termdebt of $5.4 billion as of Sept. 30, 2010, and a debt nmaturity
profile that we regard as nanageabl e.

e Annual capex of $4 billion-$5 billion and stable annual dividend paynents
of about $1.3 billion

* Possi bl e nodest working capital needs.

Recovery analysis
ArcelorMttal makes active use of the bank | oan and bond markets as sources of
finance. Reported gross debt of $22.8 billion on June 30, 2010 (which is the

| ast date on which details are available), primarily conprised $13.0 billion
of bonds, $6.4 billion of bank |oans, and $3.0 billion of other |oans.
Short-term debt included $1.8 billion of comrercial paper outstanding as of
June 30, 2010. The main undrawn bank facilities are a €5.0 billion revol ving

credit facility (RCF), which expires in 2012, and a $4 billion RCF, which
expires in 2013.

Al rated debt issued by ArcelorMttal and its subsidiaries is rated 'BBB-',
the sane as the corporate credit rating. By far the main borrower is the
parent conmpany ArcelorMttal, which significantly nmitigates the risks of
structural subordination. Priority liabilities, including subsidiary debt,
trade payables, and other liabilities are noderate in our view, and are
mtigated by the group's size and diversification

Outlook
The stable outl ook reflects our opinion that ArcelorMttal's financial risk
profile will not deteriorate further, as steel markets have stabilized. W

consider ratios of FFO to adjusted debt of 20% 25% and adj usted debt to EBI TDA
of about 3.5x-4.0x in 2011 and 2012, as being commensurate with the ratings.
Furthernore, downside risks are, in our view, mtigated by ArcelorMttal's

busi ness risk profile and liquidity, which help to underpin the ratings.

Upside rating potential is constrained by the nuted industry outl ook and by
substanti al adjusted debt, but could devel op over the nmediumtermif the group
was abl e to denonstrate sustainably higher margins, positive FOCF, and | ower
debt .

Downward pressure on the ratings could occur if there were a further decline
in the steel sector, w thout sufficient corrective actions fromArcelorMtta
to mtigate the effect on its credit ratios, or if the group were to post
persistently negative FOCF or undertake |arge debt-financed acquisitions.
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Related Criteria And Research

» Key Credit Factors: Methodol ogy And Assunptions On Risks In The Metals
I ndustry, June 22, 2009

e Criteria Methodol ogy: Business Risk/Financial Risk Matrix Expanded, My
27, 2009

* Principles O Corporate And Governnent Ratings, June 26, 2007

Ratings List

Downgr aded; CreditWatch/ Qutl ook Action; Ratings Affirmed

To From
ArcelorMttal
Corporate Credit Rating BBB-/ St abl e/ A-3 BBB/ Negat i ve/ A- 3
Seni or Unsecur ed Debt BBB- BBB
Seni or Secured Debt BBB- BBB
Conmrer ci al Paper A-3 A-3
ArcelorMttal Finance
Corporate Credit Rating BBB-/ St abl e/ - - BBB/ Negat i ve/ - -
Seni or Unsecured Debt BBB- BBB
Mttal Steel USA Inc.
Corporate Credit Rating BBB-/ St abl e/ - - BBB/ Negat i ve/ - -
Seni or Unsecured Debt (1) BBB- BBB
Seni or Secured Debt (1) BBB- BBB
Mttal Steel Europe S. A
Seni or Secured Debt (1) BBB- BBB
I spat Inland ULC
Seni or Secured Debt (2) BBB- BBB

Not Rated Action; CreditWatch/ Qutl ook Action

To From
Dof asco I nc.
| spat Inland L.P.
Corporate Credit Rating NR/ - - BBB/ Negat i ve/ - -
Dof asco I nc.
Seni or Unsecur ed Debt NR BBB

(1) Guaranteed by ArcelorMttal.
(2) GQuaranteed by ArcelorMttal and Mttal Steel USA Inc.

NB: This list does not cover all ratings affected.

Additional Contact:
Industrial Ratings Europe;CorporateFinanceEurope@standardandpoors.com
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Conplete ratings information is available to RatingsDi rect subscribers on the
A obal Credit Portal at ww. gl obal creditportal.comand RatingsDirect

subscri bers at ww. ratingsdirect.com All ratings affected by this rating
action can be found on Standard & Poor's public Wb site at

www. st andar dandpoors. com Use the Ratings search box located in the |eft
colum. Alternatively, call one of the follow ng Standard & Poor's nunbers:
Client Support Europe (44) 20-7176-7176; London Press O fice (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Mscow (7) 495-783-4011.

Standard & Poor’s | RatingsDirect on the Global Credit Portal | November 2, 2010 6



Copyright © 2010 by Standard & Poor's Financial ,<FONT COLOR="BLUE">Services LLC (S&P)</FONT>, a subsidiary of The McGraw-Hill Companies,

No content (including ratings, credit-related analyses and data, model, software or other application or output therefrom) or any part thereof (Content) may be modified,
reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of S&P. The Content
shall not be used for any unlawful or unauthorized purposes. S&P, its affiliates, and any third-party providers, as well as their directors, officers, shareholders, employees or
agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not responsible for any errors or
omissions, regardless of the cause, for the results obtained from the use of the Content, or for the security or maintenance of any data input by the user. The Content is
provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING
WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any
party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without
limitation, lost income or lost profits and opportunity costs) in connection with any use of the Content even if advised of the possibility of such damages.

Credit-related analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact or
recommendations to purchase, hold, or sell any securities or to make any investment decisions. S&P assumes no obligation to update the Content following publication in any
form or format. The Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or
clients when making investment and other business decisions. S&P's opinions and analyses do not address the suitability of any security. S&P does not act as a fiduciary or
an investment advisor. While S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or
independent verification of any information it receives.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,
certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.

S&P may receive compensation for its ratings and certain credit-related analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right
to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of charge), and

www.ratingsdirect.com and www.globalcreditportal.com (subscription), and may be distributed through other means, including via S&P publications and third-party
redistributors. Additional information about our ratings fees is available at www.standardandpoors.com/usratingsfees.

The McGraw-Hill companies

www.standardandpoors.com/ratingsdirect 7



	Research:
	Overview
	Rating Action
	Rationale
	Liquidity
	Recovery analysis

	Outlook
	Related Criteria And Research
	Ratings List


