OFFICE OF FAIR TRADING
.

Anticipated acquisition by Lindab AB of Astron Buildings SA

The OFT’s decision on reference under section 33(1) given on 22 July 2005. Full text
of decision published 12 August 2005.

PARTIES

1. Lindab AB (Lindab), listed on both the Stockholm and Copenhagen stock exchanges,
is active in the development, manufacture and marketing of a range of metal products —
including prefabricated building kits, also known as ‘building systems’ - used in the
construction of residential and commercial properties.

2. Astron SA (Astron), headquartered in Luxembourg, is active in the supply of building
systems used in the construction of commercial properties.

TRANSACTION

3.  The anticipated transaction consists in Lindab’s proposal to acquire 100 per cent of the
issued share capital in Astron. Lindab submitted a Merger Notice to the OFT on 10
June 2005. The extended statutory deadline is 25 July 2005.

JURISDICTION

4.  As aresult of this transaction, Lindab and Astron will cease to be distinct. The parties
overlap in the supply of pre-fabricated components for the construction of low-rise
commercial steel buildings (‘steel building systems’) in the UK. Their combined share of
the supply of these products in the UK exceeds 25 per cent. Consequently the share of
supply test in section 23 of the Enterprise Act 2002 (the Act) is met. Therefore
arrangements are in progress or in contemplation which, if carried into effect, will result
in the creation of a relevant merger situation.

RELEVANT MARKET
Product market
5. Steel building systems consist of interacting or interdependent steel-based components

(primary framing, secondary framing and cladding) that comprise a ‘pre-fabricated’
commercial building.



10.
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The bundle of components supplied by the parties is delivered to a building site and
then assembled into a low-rise commercial construction by a building contractor.

The parties submit that, although their combined share of the supply of steel building
systems within the UK meets the jurisdictional threshold in the Act, the relevant product
market for the purposes of competition analysis is considerably wider: at least as wide
as all newly constructed low-rise commercial buildings. This comprises all low-rise
buildings including ‘conventional’ low-rise commercial properties constructed using
other materials such as concrete, wood or a mixture of different building materials.

Lindab and Astron are active in a market where demand for their products derives from
the demand for low-rise commercial building and therefore is subject to the competitive
constraints that exist in relation to the supply of low rise commercial buildings. This is
demonstrated by the circumstances in which demand for the parties’ products arises.

Customers, having decided they wish to have new low-rise commercial premises
constructed, typically request a number of building contractors to provide tenders for a
construction project. Competition for a particular contract for the construction of a new
low-rise commercial building takes place between the building contractors on the basis
of component prices quoted by either building systems suppliers and/or suppliers of
other building components — and the cost of the labour required for actual construction.

When a building contractor with a commercial relationship with Lindab (a ‘Lindab
contractor’) receives an invitation to tender, it will tend to do one of two things,
depending on the nature and complexity of the project. Either it will contact Lindab to
request a price for the building system components before placing a bid (this happens
in 40 per cent of cases) or, if the project is less complex, it will bid without consulting
Lindab on component costs. If the Lindab contractor is awarded the project, it places
the order with Lindab, which then manufactures and ships the required building system
to the construction site. The building contractor then erects, assembles and finalises
the building.

Competition in relation to the supply of low-rise commercial buildings applies directly to
the parties’ supply of steel building systems and support the proposition that it is
appropriate to consider a wider frame of reference that comprises the supply of low rise
commercial buildings.

Geographic market
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In the UK, 80 per cent of new commercial buildings are constructed using steel —
whether using steel building systems or conventional steel components.

Although each of the parties manufactures its building systems elsewhere in the EU
and imports into the UK, the parties consider the relevant geographic frame of
reference to be national in scope. Business is channelled though building contractors,
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the majority of whom operate on a national basis. Similarly, end-customers source their
requirement for new construction on a national basis.

Furthermore, differences exist at the national level in relation to: preferences for certain
types of building; applicable building regulations; and the codes and standards that
pertain to insulation, air leakage etc.

For these reasons, the appropriate geographic frame of reference for the purposes of
this analysis is at least as wide as the UK.

HORIZONTAL ISSUES

Market shares

16. The parties’ combined market shares are set out in the table below:
UK supply of new UK supply of new low UK supply of steel
low rise commercial rise commercial steel building systems

Buildings (2004) buildings (2004) (2004)
Lindab [Less than 10%] [Less than 10%] [35-45%)]
Astron [Less than 10%] [Less than 10%] [Less than 10%)]
Combined [Less than 10%] [Less than 10%)] [35-45%)]
Atlas Ward n.a. n.a. [30-40%]
Zamil Steel n.a. n.a. [5-15%)]
Others n.a. n.a. [5-15%)]
VALUE OF MARKET [£300-400] million [£250-350] million [E£5-15] million
(excluding labour costs)

Source: Lindab
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On the basis of a very narrow product segmentation consisting of the UK supply of
‘steel building systems’, post-merger shares of supply appear significant at [35 45] per
cent. The degree of supply side concentration measured in terms of HHI also appears
high at 3,720 (an increment of 312).

However, the wider market for the supply of new commercial buildings to end-
customers is characterised by competitive bidding by the potential suppliers as
described in paragraphs 9 — 11 above.

The parties’ overall post-merger share of the supply of new low rise commercial
buildings in the UK is very small at [less than 10 per cent]. Even taking a slightly
narrower frame of reference on account of the apparent national preference in the UK
for new commercial buildings constructed from steel (see paragraph 13), the share of
supply attributable to the merged entity is still [less than 10 per cent].




Barriers to entry and expansion

20. Barriers to entry into the supply of low-rise commercial buildings are relatively low. The
market structure comprises hundreds of building contractors competing in the UK for
construction contracts.

21. Even on the basis of a very narrow frame of reference comprising steel building
systems, manufacturers outside the UK could enter without the need to set up
production facilities. Transportation cost is not an entry barrier. Lindab and Astron
already arrange for the importation of their building system products into the UK from
continental Europe.

Buyer power

22. The parties submit that the market is characterised by competitive bidding and that
end-customers and building contractors are sophisticated and price-sensitive. This is
borne out by third party responses.

VERTICAL ISSUES

23. The proposed merger raises no concerns at the vertical level.
THIRD PARTY VIEWS

24. No third party raised concerns about this acquisition.
ASSESSMENT

25. The parties overlap in the supply of steel building systems used in the construction of
low-rise pre-fabricated commercial buildings.

26. Given that the demand for these products is derived from the demand for low-rise
commercial buildings in the UK, it is appropriate to take as the relevant product and
geographic frames of reference the supply of all low-rise commercial buildings in the
UK in order to assess the competitive constraints to which the merged entity will be
subject. On which basis, the parties’ combined shares of supply amount to [less than
10 per cent]. The anticipated merger raises no concerns for competition.

27. Consequently, the OFT does not believe that it is or may be the case that the merger
may be expected to result in a substantial lessening of competition within a market or
markets in the United Kingdom.

DECISION

28. This merger will therefore not be referred to the Competition Commission under
section 33(1) of the Act.



