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Abstract

Abstract

After CPC’s 16" Congress , the development of modernization and industrialization

of city in China drives demand of iron ore, the imports of iron ore resources in China
ranks the first in the world since from 2003. However, the three iron ore giants control
most of the worlds' high quality iron ore resources and the price, which makes huge profits
from China market for many years. In order to change this situation, enterprises from
China begin to go aboard to invest iron ore resources.

In this paper, author analysis the importance and risks of iron ore investment from
enterprises in China through the case of investment in Cockatoo Island. The analysis
contains from the negotiations, feasibility analysis to final decision. According to the
negotiation conditions and present market environment, author build a financial model to
calculate the return of investment, and the risk control methods are also mentioned. This
paper aims to improve iron ore investment from enterprises in China and try to provide
some theories for M&A and acquisition. Finally the paper suggests that the reason why
iron ore investment from enterprises in China fails is the uncertainty in investment.
Although enterprises have done lots of analysis before the investment, but the real
situation is always different. Also the investment takes time before they get returns; there
would be risks of unpredictable market. Therefore, the enterprises should not only have
prepared plan but also a choice of quit, which would control the risk of iron ore

investment.

Keywords: Iron ore; Investment abroad; Feasibility analysis.
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