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CAUTIONARY STATEMENT ON FORWARD-LOOKING INFORMATION 
 
 
Statements contained in this document or on the related conference call that relate to Russel Metals' 
beliefs or expectations as to certain future events are not statements of historical fact and are 
forward-looking statements.  Russel Metals cautions readers that there are important factors, risks 
and uncertainties, including but not limited to economic, competitive and governmental factors 
affecting Russel Metals' operations, markets, products, services and prices that could cause its actual 
results, performance or achievements to be materially different from those forecasted or anticipated 
in such forward looking statements. 
 
The forward-looking statements in this document reflect management's current beliefs and are based 
on information currently available to management.  The material assumptions applied in making the 
forward-looking statements in this document include the following:  there will be steady demand in 
the manufacturing, resource and construction segments of the Canadian economy, oil and gas prices 
will not change materially, there will be continued consolidation of steel producers, the recent 
stability in the price of steel will continue, and the Canadian dollar will maintain recent gains while 
not appreciating significantly.  Although the forward-looking statements contained in this document 
are based upon what management believes to be reasonable estimates and assumptions, Russel 
Metals cannot ensure that actual results will not be materially different from those expressed or 
implied by these forward-looking statements. 
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NOTES 
 

In this Information Package we use certain financial measures that do not comply with Canadian generally accepted accounting 
principles (GAAP) or have standardized meanings, and thus, may not be comparable to similar measures presented by other issuers, 
for example EBIT and EBITDA and Other Information in the Financial Summary.  Management believes that EBIT and EBITDA 
may be useful in assessing our operating performance and as an indicator of our ability to service or incur indebtedness, make capital 
expenditures and finance working capital requirements.  EBIT and EBITDA should not be considered in isolation or as an alternative 
to cash from operating activities or other combined income or cash flow data prepared in accordance with Canadian GAAP.  EBIT, 
EBITDA and a number of the ratios provided under Other Information are used by debt and equity analysts to compare our 
performance against other public companies. 
 
Definitions 
 

Basic Earnings Per Common Share - Earnings divided by Average common shares outstanding in period. 
 

Book Value Per Share - Equity value divided by ending common shares outstanding. 
 

Debt as % of Capitalization - Total net interest bearing debt excluding cash on hand divided by common shareholders' equity plus 
interest bearing debt excluding cash on hand. 
 

Debt to EBITDA - Total interest bearing debt excluding cash on hand divided by EBITDA. 
 

Dividend Per Share - The current quarterly dividend annualized. 
 

Dividend Yield - The dividend per share divided by the period end common share price. 
 

Earnings Multiple - Period ending common share price divided by basic earnings per common share. 
 

EBIT - Earnings from continuing operations before deduction of interest and income taxes. 
 

EBITDA - Earnings from continuing operations before deduction of interest, income taxes, depreciation and amortization. 
 

Free Cash Flow - Cash from operating activities before change in working capital less capital expenditures plus proceeds on sale of 
assets. 
 

Market Capitalization - Outstanding common shares times market price of a common share at period end. 
 

Net Assets Employed - Assets less liabilities excluding debt and cash on hand.  (September 30th acquisition of JMS Metal Services 
excluded.) 
 

Return on Capital Employed - EBIT for period annualized over net assets employed. 
 

TTM - Trailing twelve months. 



RUSSEL METALS INC. 
COMMENTS RE MARKET CONDITIONS 

2007 THIRD QUARTER RESULTS 
 
 
1. Continued demand weakness year over year. 
 
2. Price increases announced.  Uncertainty as to how they will take effect, if at all. 
 
3. Canadian dollar strength expected to negatively impact Canadian 

manufacturing. 
 
4. Uncertainty of higher royalty payments impacting Alberta gas drilling activities. 
  



RUSSEL METALS INC. 
HIGHLIGHTS 

2007 THIRD QUARTER RESULTS 
 
1. QTR-3 2007 earnings $28 million, EPS $0.44. 
 QTR-3 2006 earnings $45 million, EPS $0.72. 
 
2. Nine months September 30, 2007 - Free Cash Flow $96 million. 

Nine months September 30, 2006 - Free Cash Flow $127 million. 
 
3. QTR-3 2007 Return on Capital Employed 22%. 

TTM September 2007 Return on Capital Employed 22%. 
 
4. JMS acquisition completed for $116 million. 
 



RUSSEL METALS INC.
CONSOLIDATED SUMMARY INFORMATION

TTM Sep 30 TTM Jun 30 TTM Mar 31 TTM Dec 31 TTM Dec 31 TTM Dec 31 TTM Dec 31
2007 2007 2007 2006 2005 2004 2003

OPERATING RESULTS (millions)
Revenues $2,554 $2,602 $2,635 $2,692 $2,614 $2,411 $1,504
Net Income 116.3 133.1 150.0 158.7 124.5 177.8 18.5
EBIT (Notes) 188.7 212.7 235.0 250.2 202.5 305.7 55.1
EBIT as a % of Revenue 7.4% 8.2% 8.9% 9.3% 7.7% 12.7% 3.7%
EBITDA (Notes) 208.6 233.0 255.1 270.2 221.7 324.3 71.4
EBITDA as a % of Revenue 8.2% 9.0% 9.7% 10.0% 8.5% 13.4% 4.7%
Basic earnings per common share ($) $1.85 $2.13 $2.40 $2.65 $2.47 $3.64 $0.41
BALANCE SHEET INFORMATION (millions)
Metals
Accounts receivable $404.5 $356.9 $383.6 $324.7 $356.1 $356.8 $247.5
Inventories 592.3 639.5 639.9 664.0 474.0 553.9 303.0
Prepaid expenses and other assets 4.1 4.2 3.3 3.8 1.3 1.7 2.0
Accounts payable and accrued liabilities (277.6) (277.9) (303.9) (262.8) (291.3) (318.5) (207.9)
Net working capital - Metals $723.3 $722.7 $722.9 $729.7 $540.2 $593.9 $344.7
Fixed assets 212.8 169.3 169.5 170.9 162.3 161.6 165.1
Goodwill & Intangibles 53.8 9.2 9.2 9.2 9.2 9.2 4.2
Net assets employed in metals operations $990.0 $901.2 $901.6 $909.8 $711.7 $764.7 $514.0
Other operating assets 20.5 21.2 20.6 21.5 22.0 22.4 23.3
Net income tax assets and liabilities (6.6) (5.4) (7.2) (19.3) (9.6) (59.3) (1.5)
Deferred financing charges 0.1 0.3 0.6 6.8 7.2 8.4 3.5
Pension and benefit liabilities (1.5) (1.4) (1.1) (2.6) (8.9) (10.1) (11.5)
Derivatives (42.0) (35.7) (28.8)
Other corporate assets and liabilities (0.6) (11.3) (6.8) (27.6) (24.6) (26.2) (5.5)
Total net assets employed $959.9 $868.8 $878.9 $888.6 $697.8 $699.8 $522.3
CAPITALIZATION (millions)
Bank indebtedness, net of (cash) ($103.6) ($206.7) ($207.1) ($209.9) ($45.0) $32.6 $59.1
Long-term debt 176.8 181.0 196.5 203.9 204.0 210.6 209.4
Total interest bearing debt net of (cash) $73.2 ($25.7) ($10.6) ($6.0) $159.1 $243.2 $268.5
Market capitalization (Notes) 1,939.2 1,939.1 1,782.9 1,665.2 1,106.8 773.3 378.2
Total firm value $2,012.4 $1,913.4 $1,772.3 $1,659.2 $1,265.9 $1,016.5 $646.7
OTHER INFORMATION (Notes)
Common shareholders' equity (millions) $886.7 $894.5 $889.5 $894.6 $538.7 $456.6 $253.8
Book value per share $14.06 $14.19 $14.24 $14.34 $10.63 $9.15 $5.90
Free cash flow in Period (millions) (Notes) $31.3 $34.6 $30.3 $158.8 $130.6 $189.4 $7.6
Capital expenditures (millions) $4.4 $4.9 $3.7 $27.6 $26.5 $25.4 $34.9
Depreciation and amortization (millions) $4.9 $5.0 $4.9 $20.0 $19.2 $18.6 $16.3
Earnings multiple 16.6 14.4 11.9 10.1 8.8 4.3 21.4
Firm value as a multiple of EBIT 10.7 9.0 7.5 6.6 6.3 3.3 11.7
Firm value as a multiple of EBITDA 9.6 8.2 6.9 6.1 5.7 3.1 9.1
Interest bearing debt/EBITDA 0.8 0.8 0.8 0.8 0.9 0.6 3.8
Debt as percentage of capitalization (Notes) 17% 17% 18% 19% 27% 32% 51%
Market capitalization as a % of book value 202% 223% 203% 186% 205% 169% 149%
Return on capital employed in QTR (Notes) 22% 23% 21%
Return on capital employed TTM (Notes) 22% 24% 27% 28% 29% 44% 11%
COMMON SHARE INFORMATION
Ending outstanding common shares 63,064,692 63,058,742 62,448,542 62,366,842 50,656,009 49,887,659 43,023,342
Average outstanding common shares 63,061,387 62,806,841 62,397,789 59,887,382 50,461,330 48,671,915 40,021,479
Dividend Yield  (Notes) 5.9% 5.9% 5.6% 6.0% 4.6% 4.5% 3.6%
Dividend per share (Notes) $1.80 $1.80 $1.60 $1.60 $1.00 $0.70 $0.32
Share Price - High $33.35 $34.47 $28.55 $29.38 $22.75 $15.75 $8.90
Share Price - Low $26.50 $27.75 $25.27 $21.61 $13.40 $8.01 $4.65
Share Price - Ending $30.75 $30.75 $28.55 $26.70 $21.85 $15.50 $8.79



RUSSEL METALS INC. 
REPORT TO SHAREHOLDERS 

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2007 
 
 
On September 28, 2007, we completed our acquisition of JMS Metal Services, Inc. and related 
companies.  The total transaction value of $116 million consisted of the payment of $109 million in 
cash and assumed debt of $7 million.  JMS Metal Services was founded in July 1990 and is a full-line 
distributor of carbon steel and non-ferrous products with eight strategically located processing and 
distribution facilities in Alabama, Arkansas, Georgia, Kentucky and Tennessee.  JMS Metal Services 
provides us with a new geographic presence in the U.S. and with a base to grow our U.S. service 
center operations.  We are pleased to welcome John Reid and the entire JMS Metal Services' team to 
Russel Metals.  
 
For the third quarter of 2007, our net earnings were $28 million or $0.44 per common share.  These 
results were slightly lower than our second quarter earnings of $29 million or $0.47 per common share 
and below the 2006 third quarter results of $45 million or $0.72 per common share.  Revenues for the 
third quarter of 2007 were $624 million, a decline from both the third quarter of 2006 revenues of 
$672 million and the $653 million reported in the second quarter of 2007 due to soft demand.  The 
quarterly operating results do not include any earnings from JMS Metal Services as it was purchased 
on the last business day of the quarter.  The JMS Metal Services balance sheet has been included in 
our consolidated balance sheet. 
 
Our energy tubular products segment continues to have strong results led by our U.S. operations and 
the Canadian operation servicing the oil sands in Alberta.  Our energy tubular products segment 
revenues were $175 million for the third quarter of 2007, up from $155 million in the third quarter of 
2006.  Operating profits were $16 million or 9.1% of revenues compared to $17 million or 10.7% of 
revenues in the third quarter of 2006.  Higher volumes continued in the U.S. operations and the 
operations that service the Alberta oil sands, however, lower volumes occurred in the operations that 
service the oil and gas drilling industry in Western Canada.  Lower rig counts and drilling activity in 
Canada, excess inventories and the strengthening of the Canadian dollar have resulted in downward 
pressure on margins. 
 
Operating profits for the metals service centers segment in the third quarter of 2007 were $23 million, 
or 6.9% of revenues of $340 million.  Soft demand resulted in revenues that were below the 2007 
second quarter revenues of $370 million and the 2006 third quarter revenues of $375 million.  The 
strength of the Canadian dollar has resulted in cautious buying  by the metals service center customers 
in Canada. 
 
Our steel distributors segment, which sells primarily to third party service centers and large 
manufacturers, had third quarter 2007 operating profits of $10 million, or 9.5% of revenues of $108 
million.  Operating profits and margins were lower than both the 2007 second quarter and the same 
quarter in 2006.  Our revenues declined as North American service centers continued to reduce 
inventory levels.  In addition, continued U.S. dollar weakness has resulted in our customers being 
more inclined to buy in North America than offshore. 
 



In August 2007, we were advised that our investment of $11 million in non-bank Canadian Asset 
Backed Commercial Paper would not be repaid at maturity.  Based on the limited information 
available at this time, we expect to recover our investment.  The uncertainty of the timing of recovery 
and considering the time value of money resulted in a fair value write-down of $1 million. 
 
Our net earnings for the nine months ended September 30, 2007 were $86 million or $1.37 per 
common share versus $128 million or $2.17 per common share for the comparable period in 2006.  
Revenues declined to $2.0 billion for the first nine months of 2007 compared with $2.1 billion for the 
same period in 2006.  Operating profits were $142 million for the first nine months of 2007 versus 
$200 million in the same period in 2006.  Common shares outstanding at September 30, 2007 were 
63.1 million and the year-to-date average shares outstanding were 62.8 million versus 59.1 million for 
the same period last year. 
 
Cash generated from operating activities was very strong at $50 million in the quarter and $100 
million for the nine months ended September 30, 2007.  Our inventory balances, prior to the inclusion 
of the JMS Metal Services inventory, decreased $63 million in the quarter and has decreased $72 
million since year-end.  These inventory reductions exclude the effect of foreign exchange.  Cash 
balances decreased to $104 million as $109 million was used to purchase JMS Metal Services. 
 
The Board of Directors approved a quarterly dividend of $0.45 per common share payable December 
15, 2007 to shareholders of record as of November 15, 2007. 
 
Outlook 
 
The North American steel sector is currently experiencing some softness in both demand levels and 
pricing.  Our markets are facing uncertainty due to a slow down in economic activity in the U.S. and 
the strong Canadian dollar.  Despite the fact that the Canadian economic statistics do not reflect 
weakness, we are feeling the effects of various strikes in British Columbia, reduced investment in the 
oil and gas industry in Alberta and the strengthening of the Canadian dollar by approximately 20% 
against the U.S. dollar in 2007.  This strength has negatively impacted the manufacturing base 
throughout the country.  As stated in previous quarters, we are doing our utmost to align our 
inventories with forward demand.  We have made significant progress in the reduction of inventory 
levels in the quarter and this will continue to be a priority for the balance of 2007. 
 
 
 
 
(signed) E.M. Siegel, Jr. 
President and Chief Executive Officer 

Dated October 31, 2007 
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Management's Report to the Shareholders 
 
The accompanying interim consolidated financial statements, management's discussion and analysis 
and report to shareholders for the quarter ended September 30, 2007, have been prepared by 
management and approved by the Audit Committee and the Board of Directors of the Company. 
 
These interim consolidated financial statements were prepared in accordance with Canadian generally 
accepted accounting principles and, where appropriate, reflect management's best estimates and 
judgements.  Management is responsible for the accuracy, integrity and objectivity of the interim 
consolidated financial statements, management's discussion and analysis and report to shareholders 
within reasonable limits of materiality with that contained in the consolidated interim financial 
statements. 
 
To assist management in the discharge of these responsibilities, the Company has developed, 
documented and maintained a system of internal controls in order to provide reasonable assurance 
that its assets are safeguarded; that only valid and authorized transactions are executed; and that 
accurate, timely and comprehensive financial information is prepared in accordance with Canadian 
generally accepted accounting principles.  In addition, the Company has developed and maintained a 
system of disclosure controls in order to provide reasonable assurance that the financial information 
is relevant, reliable and accurate. 
 
The Company's Audit Committee is appointed annually by the Board of Directors.  The Audit 
Committee, which is composed entirely of outside directors, meets with management to satisfy itself 
that management is properly discharging its financial reporting responsibilities and to review the 
interim consolidated financial statements, the management's discussion and analysis and the report to 
shareholders.  The Audit Committee reports its findings to the Board of Directors for consideration in 
approving the interim consolidated financial statements, the management's discussion and analysis 
and the report to shareholders for presentation to the shareholders. 
 
Dated October 31, 2007 
 
 
(signed) E. M. Siegel, Jr.     (signed) B. R. Hedges 
President and Chief Executive Officer     Executive Vice President and 
          Chief Financial Officer 
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RUSSEL METALS INC. 

CONSOLIDATED BALANCE SHEETS 
(UNAUDITED) 

                  
      September 30, December 31, 
(millions) 2007 2006 

ASSETS             
Current             
     Cash and cash equivalents $     103.6 $     209.9 
     Accounts receivable 406.2 329.0 
     Inventories 592.3 664.0 
     Prepaid expenses and other assets 6.9 7.4 
     Income taxes 2.3 2.1 

      1,111.3 1,212.4 
                  
Property, Plant and Equipment  230.4 189.5 
Deferred Financing Charges - 6.8 
Future Income Tax Assets  0.4 0.4 
Other Assets (Note 5) 13.4 3.9 
Goodwill and Intangibles 53.8 9.2 

      $  1,409.3 $  1,422.2 

LIABILITIES AND SHAREHOLDERS' EQUITY             
Current             
     Accounts payable and accrued liabilities $     293.0 $     283.9 
     Income taxes payable 2.8 15.0 

      295.8 298.9 
                   
Other Accrued Liabilities - 15.4 
Derivatives (Note 2) 42.0 - 
Long-Term Debt  176.8 203.9 
Pensions and Benefits  1.5 2.6 
Future Income Tax Liabilities  6.5 6.8 

      522.6 527.6 

Shareholders' Equity (Note 10) 886.7 894.6 

      $  1,409.3 $  1,422.2 

 
ON BEHALF OF THE BOARD, 
 
 
 
 
(signed) A. Benedetti     (signed) L. Lachapelle 
Director     Director 
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RUSSEL METALS INC. 
CONSOLIDATED STATEMENTS OF EARNINGS 

(UNAUDITED) 
      
 Quarters ended Nine months ended 
      September 30, September 30, 
(millions, except per share data) 2007 2006 2007 2006 

Revenues $     624.3 $     672.3 $  1,960.8 $  2,098.9 
Cost of sales and operating expenses 577.5 603.1 1,819.1 1,898.5 

Earnings before the following 46.8 69.2 141.7 200.4 
Unrealized loss on investment (Note 5) (1.0) - (1.0) - 
Ineffectiveness on cash flow hedges (Note 10) (0.6) - (0.6) - 
Restructuring - - - 1.2 
Interest expense, net (Note 6) (1.5) (0.9) (4.9) (5.3) 

Earnings before income taxes 43.7 68.3 135.2 196.3 
Provision for income taxes  (15.8) (23.7) (49.3) (68.2) 

Net earnings for the period $       27.9 $       44.6 $       85.9 $     128.1 

Basic earnings per common share $       0.44 $       0.72 $       1.37 $       2.17 

Diluted earnings per common share $       0.44 $       0.71 $       1.36 $       2.15 

 
 
 
 

RUSSEL METALS INC. 
CONSOLIDATED STATEMENTS OF RETAINED EARNINGS 

(UNAUDITED) 
      
 Quarters ended Nine months ended 
      September 30, September 30, 
(millions) 2007 2006 2007 2006 

Retained earnings, beginning of the period,                         
   as previously reported $      415.3 $     385.7 $      411.1 $     341.8 
Transitional adjustment - financial instruments (Note 2) - - (0.5) - 

Retained earnings, beginning of the period, as restated 415.3 385.7 410.6 341.8 
Net earnings for the period 27.9 44.6 85.9 128.1 
Dividends on common shares (28.5) (24.9) (81.8) (64.5) 

Retained earnings, end of the period $      414.7 $     405.4 $      414.7 $     405.4 
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RUSSEL METALS INC. 
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 

(UNAUDITED) 
      
      Quarter ended Nine months ended 
(millions) September 30, 2007 September 30, 2007 

Net earnings for the period $     27.9 $     85.9 

Other comprehensive loss             
   Unrealized foreign exchange losses on translating             
      financial statements of self sustaining foreign operations (12.6) (31.1)
   Gains on items designated as net investment hedges, net of tax 4.3 10.7 
   Gains on items designated as cash flow hedges, net of tax 0.7 3.0 

Other comprehensive loss (7.6) (17.4)

Comprehensive income $     20.3 $     68.5 
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RUSSEL METALS INC. 
CONSOLIDATED CASH FLOW STATEMENTS 

(UNAUDITED) 
      
 Quarters ended Nine months ended 
      September 30, September 30, 
(millions) 2007 2006 2007 2006 

Operating activities                         
   Net earnings $       27.9 $       44.6 $       85.9 $     128.1 
   Depreciation and amortization 4.9 5.3 14.8 14.9 
   Future income taxes 0.5 2.0 2.4 2.3 
   Loss (gain) on sale of fixed assets and assets held for sale - - (0.6) (1.4) 
   Unrealized loss on investments and derivative ineffectiveness 1.6 - 1.6 - 
   Stock-based compensation 0.5 0.8 4.4 2.6 
   Pension expense (funding)  (Note 9) 0.1 0.7 (1.2) (5.5) 
   Other 0.1 - 0.4 - 

Cash from operating activities before working capital 35.6 53.4 107.7 141.0 

Changes in non-cash working capital items                         
   Accounts receivable (30.3) (7.9) (68.9) (54.1) 
   Inventories 62.8 (68.2) 72.4 (154.8) 
   Accounts payable and accrued liabilities (19.1) 11.2 (0.3) 48.8 
   Current income taxes 0.7 6.2 (12.0) 11.7 
   Other 0.7 0.5 0.8 0.8 

Change in non-cash working capital 14.8 (58.2) (8.0) (147.6) 

Cash from (used in) operating activities 50.4 (4.8) 99.7 (6.6) 

Financing activities                         
   Increase (decrease) in bank borrowing - 0.5 - (1.6) 
   Issue of common shares - public issue - - - 271.4 
   Issue of common shares - options exercised 0.1 1.0 10.9 6.4 
   Dividends on common shares (28.5) (24.9) (81.8) (64.5) 
   Deferred financing costs - - - (0.9) 

Cash from (used in) financing activities (28.4) (23.4) (70.9) 210.8 

Investing activities                         
   Purchase of fixed assets (4.4) (8.2) (13.0) (21.7) 
   Proceeds on sale of fixed assets 0.1 0.1 1.4 1.6 
   Purchase of business  (Note 4) (109.0) - (109.0) - 
   Proceeds from assets held for sale - - - 6.2 
   Reclassification of cash equivalents to other assets (Note 5) (11.0) - (11.0) - 
   Other 0.2 (3.3) 0.4 (4.6) 

Cash from (used in) investing activities (124.1) (11.4) (131.2) (18.5) 
 

Effect of exchange rates on cash (1.0) (0.2) (3.9) (1.7) 

(Decrease) increase in cash and cash equivalents (103.1) (39.8) (106.3) 184.0 
Cash and cash equivalents, beginning of the period 206.7 270.9 209.9 47.1 

Cash and cash equivalents, end of the period $      103.6 $     231.1 $      103.6 $     231.1 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
SEPTEMBER 30, 2007 
(UNAUDITED) 
 
1. Basis of Presentation 
 
These interim consolidated financial statements have been prepared in accordance with Canadian generally 
accepted accounting principles; however, they do not include all of the disclosure requirements for annual 
consolidated financial statements.  These interim consolidated financial statements follow the same accounting 
policies disclosed in Note 1 to the 2006 annual consolidated financial statements except as disclosed in Note 2.  
These interim consolidated financial statements should be read in conjunction with the 2006 annual 
consolidated financial statements including notes thereto.  These interim consolidated financial statements 
contain all adjustments necessary for a fair presentation of the results for the periods reported. 
 
2. Change in Accounting Policies 
 
On January 1, 2007, the Company adopted four new accounting standards: CICA Handbook section 1530, 
Comprehensive Income; CICA Handbook section 3855, Financial Instruments – Recognition and 
Measurement; CICA Handbook section 3865, Hedges; and CICA Handbook section 3251, Equity.  These new 
standards require the Company to classify all financial instruments resulting in certain financial instruments 
being valued at fair value on the balance sheet. As permitted by the standard, the Company chose January 1, 
2003 as the transition date for the search for embedded derivatives.  The impact of this change in accounting 
policy is presented as a transitional adjustment in opening retained earnings and opening accumulated other 
comprehensive income as appropriate.  In compliance with the standard, prior periods are not restated, except 
for the cumulative translation adjustment which has been reclassified to accumulated other comprehensive 
income. 
 
a) Comprehensive Income 
 
This standard provides guidance on the presentation of comprehensive income which is defined as the change 
in equity during a period from transactions and other events from non-owner sources.  Comprehensive income 
is comprised of net earnings and other comprehensive income (OCI).  OCI includes certain gains and losses 
that are recognized outside of net earnings.  The major components of the Company's OCI are the cumulative 
translation adjustment and the effective portion of cash flow hedges including the fixed for fixed cross 
currency swaps which are designated as a cash flow hedge of a portion of our U.S. Senior Notes.  Our 
consolidated financial statements include a new Statement of Comprehensive Income.  The accumulated OCI, 
which includes the Company's cumulative translation adjustment, is presented as a new category of 
Shareholders' Equity in our Consolidated Balance Sheets and the Company has disclosed its components in 
Note 10. 
 
b) Financial Instruments – Recognition and Measurement 
 
This standard provides guidance for recognizing and measuring financial assets, financial liabilities and non-
financial derivatives which are classified as held-for-trading, available-for-sale, held-to-maturity, loans and 
receivables or other liabilities.  The Company's held-for-trading assets include investments, bank accounts, 
forward exchange contracts and embedded derivatives in inventory purchases.  The Company currently does 
not have any assets classified as available-for-sale or held to maturity.  Accounts receivable are classified 
under loans and receivables and accounts payables and long-term debt are classified as other financial 
liabilities.  Financial assets and financial liabilities classified as held-for-trading are measured at fair value 
with gains and losses recognized in net income.  Financial assets classified as held-to-maturity, loans and 
receivables and financial liabilities not classified as held-for-sale are measured at amortized cost using the 
effective interest method. 
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Derivative instruments, including embedded derivatives, are recorded on the balance sheet at fair value as 
Other Assets, Accrued Liabilities or Derivatives.  Changes in fair value are recognized in net income except 
for derivatives designated as cash flow hedges, whose change in fair value is recognized in OCI.  Fair values 
were determined using quoted market values for similar instruments or other third party information. 
 
Available-for-sale financial assets are measured at fair value.  Unrealized gains and losses on available-for-sale 
financial assets and derivatives designated as cash flow hedges are recorded through OCI. 
 
The standard provides an accounting policy choice on the treatment of transactions costs.  The Company's 
accounting policy is to capitalize transaction costs to the carrying amount of the associated debt and to 
amortize them to net interest expense using the effective interest method. 
 
c) Hedges 
 
This standard replaces existing hedge accounting guidance in CICA Handbook section 1650, Foreign Currency 
Translation, and accounting guideline AcG-13, Hedging Relationships, and provides requirements for the 
designation, documentation, accounting and disclosure of qualifying hedge relationships.  The Company's cash 
flow hedges on a portion of its US$175 million Senior Notes are recorded at fair value on the balance sheet 
with gains and losses recorded through OCI until realized.  The adoption of the hedging standard has not had a 
material effect on the Company's results of operations or cash flows; however, the effective portion of the cash 
flow hedges is recorded as a component of OCI. 
 
d) Transitional Adjustment 
 
The transitional adjustments relating to financial instruments, including embedded derivatives, are recorded in 
opening retained earnings as at January 1, 2007.  These adjustments include (i) financial instruments classified 
as held-for-trading that were not previously recorded at fair value, and (ii) deferred gains and losses on 
discontinued hedging relationships that do not qualify for hedge accounting under the new standards. 
 
Adjustments arising as a result of re-measuring hedging instruments designated as cash flow hedges are 
recognized in the opening balance of accumulated OCI. 
 
Transitional adjustments are as follows: 
 
(millions) January 1, 2007 

Financial instruments classified as held-for-trading, net of tax of $0.6 $     (1.0)
Deferred gain on discontinued hedging relations, net of tax of $0.3 0.5 

Transitional adjustment - retained earnings $     (0.5)

Fair value of cash flow hedges, net of tax of $4.4 $     (9.3)

Transitional adjustment - accumulated other comprehensive income $     (9.3)

 
The fair value of the cash flow hedges, which includes amounts previously recorded as other accrued 
liabilities, are recorded as derivatives on the consolidated balance sheet. 
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3. Economic Cycle 
 
All three of the metals operating segments are significantly affected by economic cycles in the markets where 
they operate.  Revenues and operating profits in the energy sector are also affected by oil and gas drilling in 
Western Canada, which is predominantly carried out during the period from October to March.  For these 
reasons, the results of operations for the periods shown are not necessarily indicative of the results for the full 
year. 
 
4. Acquisition 
 
On September 28, 2007, the Company completed its acquisition of 100% of the outstanding shares of JMS 
Metal Services, Inc. and related companies ("JMS Metal Services").  The cash consideration is subject to 
change based on the final balance sheets of the companies acquired.  JMS Metal Services will be part of the 
metals service centers segment (Note 8). 
 
The Company has accounted for the acquisition using the purchase method.  The purchase price will be 
allocated to the assets acquired and liabilities assumed based on their estimated fair value at the date of 
acquisition.  The Company has not completed the purchase price allocation as a result of the timing of the 
acquisition and other factors.  The preliminary purchase price allocations are as follows: 
 
(millions) September 30, 2007 

Accounts receivable $      18.5 
Inventories 24.3 
Prepaids and other assets 0.4 
Property, plant and equipment 44.0 
Accounts payable and accrued liabilities (15.5)
Unallocated purchase price 44.7 

Net identifiable assets 116.4 
Debt assumed (7.4)

      109.0 
Cash 4.9 

Net assets acquired $    113.9 

Consideration:       
Cash 112.9 
Transaction costs 1.0 

      $    113.9 

 
The unallocated purchase price has been recorded on the consolidated balance sheet as goodwill and 
intangibles.  The structure of the acquisition includes an election which makes the goodwill tax deductible in 
the U.S. 
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5. Other Assets 
 
As at September 30, 2007, the Company held an $11.0 million investment in non-bank Canadian Asset Backed 
Commercial Paper ("ABCP").  This investment matured on August 23, 2007 but was not repaid due to a 
disruption of the Canadian ABCP market.  The Montreal Group representing banks, asset providers and major 
investors has agreed in principle to take steps to re-establish normal operations in the ABCP market (the 
"Montreal Proposal").  Since the investment is no longer capable of reasonably prompt liquidation, the 
Company has reclassified this investment to long-term in other assets.  This investment continues to be 
classified as held-for-trading. 
 
At September 30, 2007, the Company made a fair value determination of this investment.  There is no active 
market for this type of investment, therefore the Company used a probability weighted valuation technique 
considering the time value of money and the associated credit risk.  The credit risk interest premium was 
estimated by management and since these investments are currently subject to a stand still agreement, these 
estimates are not based on observable market prices or rates.  In addition, there is no certainty regarding the 
eventual success of the Montreal Proposal and consequently the timing and amount of any future cash flows 
may vary materially from current estimates. 
 
As a result of the valuation, the Company has recorded a reduction in fair value of $1.0 million on its $11.0 
million investment. 
 
6. Interest Expense 
 
 Quarters ended Nine months ended 
      September 30, September 30, 
(millions) 2007 2006 2007 2006 

Interest on long-term debt $     3.8 $     3.7 $     11.5 $   11.1 
Other interest income, net (2.3) (2.8) (6.6) (5.8) 

Total interest $     1.5 $     0.9 $       4.9 $     5.3 

 
Interest paid in the quarter ended September 30, 2007 was $7.2 million (2006: $7.4 million) and in the nine 
months ended was $14.8 million (2006: $14.8 million). 
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7. Stock-based Compensation 
 
During the quarter ended September 30, 2007, the Company did not issue stock options (2006: nil). 
 
During the quarter ended June 30, 2007, the Company issued 845,500 stock options at an exercise price of 
$33.81 per share.  In 2006, the Company issued 663,334 stock options during the quarter ended March 31, 
2006 and 201,666 during the quarter ended June 30, 2006.  The assumptions used in the Black-Scholes option-
pricing model are consistent with those disclosed in Note 11 to the 2006 consolidated financial statements 
except for the expected volatility of 28% and the risk-free rate of return of 4% resulting in a fair value of $5.99 
per option granted.  The following is a continuity of the Company's stock options outstanding: 
 
            Weighted Average 
      Number of Options Exercise Price 
      2007 2006 2007 2006 

Balance, January 1 2,014,033 1,869,466 $    18.09 $    11.12 
Granted - 663,334 - 25.75 
Exercised (81,700) (546,000) 9.83 8.81 
Forfeited (2,600) - 18.11 - 

Balance, March 31 1,929,733 1,986,800 $    18.44 $    16.64 
Granted 845,500 201,666 33.81 26.30 
Exercised (610,200) (59,933) 16.34 10.61 
Forfeited (1,000) - 21.79 - 

Balance, June 30 2,164,033 2,128,533 $    25.03 $    17.73 
Exercised (5,950) (94,600) 12.72 10.23 
Forfeited (4,500) (8,000) 25.71 17.89 

Balance, September 30 2,153,583 2,025,933 $    25.07 $    18.08 

Exercisable 451,983 336,533 $    24.13 $    20.11 
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8. Segmented Information 
 
 Quarters ended Nine months ended 
      September 30, September 30, 
(millions) 2007 2006 2007 2006 

Segment Revenues                         
Metals service centers $     339.5 $     375.0 $  1,072.1 $  1,170.3 
Energy tubular products 174.5 154.6 520.5 462.5 
Steel distributors 107.6 139.7 359.6 458.0 

      621.6 669.3 1,952.2 2,090.8 
Other 2.7 3.0 8.6 8.1 

      $     624.3 $     672.3 $  1,960.8 $  2,098.9 

Segment Operating Profits                         
Metals service centers $       23.4 $       34.5 $       79.6 $     104.1 
Energy tubular products 15.9 16.5 41.7 45.9 
Steel distributors 10.2 21.1 33.6 63.6 

      49.5 72.1 154.9 213.6 
Corporate expenses (3.3) (4.0) (15.3) (14.6) 
Other 0.6 1.1 2.1 1.4 

      $       46.8 $       69.2 $     141.7 $     200.4 

 
 
      September 30, December 31, 
(millions) 2007 2006 

Identifiable assets             
Metals service centers $     752.3 $     618.7 
Energy tubular products 366.5 359.3 
Steel distributors 149.0 195.3 

Identifiable assets by segment 1,267.8 1,173.3 
      
Assets not included in segments             
      Cash and cash equivalents 103.6 209.9 
      Income tax assets 2.7 2.5 
      Deferred financing charges - 6.8 
      Other assets 12.8 3.2 
      Corporate and other operating assets 22.4 26.5 

Total assets $  1,409.3 $  1,422.2 
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9. Pension and Benefits 
 
In both the second and third quarters of 2007, the Company contributed $0.5 million to its pension plans.  
During the nine months ended September 30, 2007, the Company contributed $3.1 million which included $2 
million for prior service costs.  During the first quarter of 2006, the Company contributed $7.6 million to its 
pension plans.  These contributions represented the minimum required annual contributions and $4.1 million 
for prior service costs.  The Company did not contribute to its plans during the second and third quarters of 
2006.  For the quarter ended September 30, 2007 the total benefit cost from the defined benefit pension plans 
relating to employee future benefits was $0.5 million (2006: $0.7 million) and for the nine months ended 
September 30, 2007 the cost was $1.5 million (2006: $2.1 million). 
 
10. Shareholders' Equity 
 
The components of shareholders' equity are as follows: 
 
      September 30, December 31, 
(millions) 2007 2006 

Common shares $     504.2 $     491.2 
Contributed surplus 5.7 3.5 
Retained earnings 414.7 411.1 

      924.6 905.8 

Accumulated other comprehensive loss             
   Transitional adjustment (9.3) - 
   Unrealized foreign currency translation losses (42.3) (11.2) 
   Gains on cash flow and net investment hedges 13.7 - 

      (37.9) (11.2) 

      $     886.7 $     894.6 

 
The continuity of accumulated other comprehensive loss is as follows: 
 
(millions) September 30, 2007 

Accumulated net unrealized foreign currency translation gains and losses      
   Balance, beginning of period $     (11.2)
   Net unrealized loss on translation of net investment in foreign operations (31.1)

   Balance, end of period (42.3)

Accumulated net unrealized loss on cash flow and net investment hedges      
   Balance, beginning of period - 
   Transitional adjustment  (Note 2) (9.3)
   Unrealized gains on items designated as net investment hedges (net of tax of $2.0) 10.7 
   Unrealized gains on items designated as cash flow hedges (net of tax of $1.5) 3.0 

   Balance, end of period 4.4 

Total accumulated other comprehensive loss $     (37.9)
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Ineffectiveness reclassified from accumulated other comprehensive income to net earnings during the quarter 
and nine months ended September 30, 2007 relating to cash flow hedges was a loss of $0.6 million (nine 
months ended: $0.6 million). 
 
The number of common shares issued and outstanding was as follows: 
 
      Number of Amount 
      Shares (millions) 

Balance December 31, 2006 62,366,842 $     491.2 
Stock options exercised 81,700 1.0 

Balance March 31, 2007 62,448,542 $     492.2 
Stock options exercised 610,200 11.9 

Balance June 30, 2007 63,058,742 $     504.1 
Stock options exercised 5,950 0.1 

Balance September 30, 2007 63,064,692 $     504.2 

 
 
      Quarters ended September 30, Nine months ended September 30, 
      2007 2006 2007 2006 

Average shares outstanding                         
     Basic 63,061,387 62,291,201 62,757,769 59,053,531 
     Diluted 63,248,277 62,815,047 63,143,890 59,610,606 

 
11. Supplemental Cash Flow Information 
 
Income tax paid in the quarter ended September 30, 2007 was $15.8 million (2006: $15.1 million) and the nine 
months ended September 30, 2007 was $60.7 million (2006: $54.5 million). 
 



RUSSEL METALS INC.                                                                                                         THIRD QUARTER - SEPTEMBER 30, 2007  

 
 

RUSSEL METALS INC. 
MANAGEMENT'S DISCUSSION AND ANALYSIS OF 

FINANCIAL CONDITION AND RESULTS OF OPERATIONS 
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2007 

 
 
This Management's Discussion and Analysis of Financial Condition and Results of Operations should 
be read together with the Interim Consolidated Financial Statements of Russel Metals Inc. for the nine 
months ended September 30, 2007 and 2006, including the notes thereto, and the Management's 
Discussion and Analysis and the audited Consolidated Financial Statements for the year ended 
December 31, 2006, including the notes thereto, contained in our fiscal 2006 Annual Report.  In the 
opinion of management, such interim consolidated financial statements contain all adjustments 
necessary for a fair presentation of the results for such periods.  The results of operations for the 
periods shown are not necessarily indicative of what our results will be for the full year.  Statements 
contained in this document that relate to our beliefs or expectations as to certain future events are not 
statements of historical fact and are forward-looking statements.  We caution readers that there are 
important factors, risks and uncertainties, including but not limited to economic, competitive and 
governmental factors affecting our operations, markets, products, services and prices that could cause 
our actual results, performance or achievements to be materially different from those forecasted or 
anticipated by us in such forward-looking statements.  All dollar references in this report are in 
Canadian dollars unless otherwise stated. 
 
This Management's Discussion and Analysis of Financial Condition and Results of Operations 
includes a number of measures that are not prescribed by generally accepted accounting principles 
(GAAP) and as such may not be comparable to similar measures presented by other companies.  We 
believe these measures are commonly employed to measure performance in our industry and are used 
by analysts, investors, lenders and other interested parties to evaluate financial performance and our 
ability to incur and service debt to support our business activities.  The measures we use are 
specifically defined where they are first used in this report. 
 
While we believe that non-GAAP measures are helpful supplemental information, they should not be 
considered in isolation as an alternative to net income, cash flows generated by operating, investing or 
financing activities, or other financial statement data presented in accordance with GAAP. 
 
Additional information related to Russel Metals Inc., including our Annual Information Form, may be 
obtained from SEDAR at www.sedar.com or on our website at www.russelmetals.com. 
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Overview 
 
We are one of the largest metals distribution companies in North America.  We conduct business 
primarily in three metals distribution segments: metals service centers; energy tubular products; and 
steel distributors. 
 
Our basic earnings per share of $0.44 for the three months ended September 30, 2007 were lower than 
those reported for the three months ended September 30, 2006 of $0.72 per share.  Lower volumes in 
the metals service centers and steel distributors segments compared to the third quarter of 2006 as well 
as lower gross margins in all segments caused mainly by excess inventories and lower demand were 
the most significant factors for this decline. 
 
On September 28, 2007, we completed the acquisition of the JMS Metal Services group of companies 
consisting of eight metal service center facilities located in Tennessee, Arkansas, Alabama, Kentucky 
and Georgia.  The operations represent a platform for growth in a region in the U.S. where we 
currently do not have service center locations.  The JMS Metal Services group of companies had 
revenues of approximately $190 million for the trailing twelve month period prior to the acquisition 
date.  As the acquisition occurred on the last working day of the month, our consolidated balance sheet 
includes the balance sheets of the JMS Metal Services group of companies; however, our income 
statement does not include any operating earnings. 
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Results of Operations 
 
The following table provides operating profits before interest and taxes.  The corporate expenses 
included are not allocated to specific operating segments.  Gross margins (revenue minus cost of sales) 
as a percentage of revenues for the operating segments are also shown below.  The table shows the 
segments as they are reported to management and they are consistent with the segmented reporting in 
our consolidated financial statements. 
 
      Quarters Ended September 30, Nine Months Ended September 30, 
      
(in millions of dollars,                                
  except percentages) 2007 2006 % Change 2007 2006 % Change

Segment Revenues                           
Metals service centers $    339.5 $    375.0 (9.5%) $  1,072.1 $  1,170.3 (8.4%)
Energy tubular products 174.5 154.6 12.9% 520.5 462.5 12.5%
Steel distributors 107.6 139.7 (23.0%) 359.6 458.0 (21.5%)
Other 2.7 3.0      8.6 8.1      

            
      $    624.3 $    672.3 (7.1%) $  1,960.8 $  2,098.9 (6.6%)

Segment Operating Profits                                
Metals service centers $      23.4 $      34.5 (32.2%) $       79.6 $    104.1 (23.5%)
Energy tubular products 15.9 16.5 (3.6%) 41.7 45.9 (9.2%)
Steel distributors 10.2 21.1 (51.7%) 33.6 63.6 (47.2%)
Corporate expenses (3.3) (4.0) 17.5% (15.3) (14.6) (4.8%)
Other 0.6 1.1      2.1 1.4      

            
Operating profits $      46.8 $      69.2 (32.4%) $      141.7 $    200.4 (29.3%)

Segment Gross Margin                                
  as a % of Revenues                                
Metals service centers 23.7% 25.9%      24.2% 25.2%      
Energy tubular products 14.8% 17.6%      14.2% 16.1%      
Steel distributors 12.8% 19.9%      13.5% 18.3%      
      
Total operations 19.5% 22.9%      19.7% 21.9%      

Segment Operating Profits                                
  as a % of Revenues                                
Metals service centers 6.9% 9.2%      7.4% 8.9%      
Energy tubular products 9.1% 10.7%      8.0% 9.9%      
Steel distributors 9.5% 15.1%      9.3% 13.9%      
      
Total operations 7.5% 10.3%      7.2% 9.5%      
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Metals service centers 
 
a)  Description of operations 
 
We provide processing and distribution services to a broad base of approximately 19,000 end users 
through a network of 52 Canadian locations and 4 U.S. locations.  Effective September 28, 2007, we 
acquired JMS Metal Services, which consisted of 8 U.S. locations bringing our total U.S. locations to 
12.  Our metals service centers carry a broad line of products in a wide range of sizes, shapes and 
specifications, including carbon hot rolled and cold finished steel, pipe and tubular products, stainless 
steel and aluminum.  We purchase these products primarily from steel producers in North America and 
process and package them in accordance with end user specifications.  We service all major 
geographic regions of Canada and the Southeastern and Midwestern regions in the United States.  
Within Canada, our service centers operate under the names Russel Metals, Métaux Russel, A.J. 
Forsyth, Acier Leroux, Acier Loubier, Acier Richler, B&T Steel, Leroux Steel, Mégantic Métal, 
McCabe Steel and York-Ennis.  Our U.S. service center operations are conducted under the names 
Russel Metals Williams Bahcall, JMS Metal Services and Baldwin International.  Our Williams 
Bahcall operations focus primarily on the distribution of general line carbon products through three 
facilities located in Wisconsin.  JMS Metal Services has operations in Tennessee, Arkansas, Alabama, 
Kentucky and Georgia.  These operations process and distribute carbon hot rolled and cold finished 
steel, pipe and tubular products, stainless steel and aluminum.  Baldwin International distributes 
specialty alloy products from its facility in Ohio. 
 
b)  Factors affecting results 
 
The following is a general discussion of the significant factors affecting our metals service centers 
results.  More specific information on how these factors impacted 2007 and 2006 is found in the 
sections that follow. 
 
Steel pricing fluctuates significantly throughout the steel cycle.  Steel prices are influenced by overall 
demand, trade sanctions, scrap steel pricing and product availability.  Supply side management, 
practiced by steel producers in North America, and international supply and demand which impacts 
steel imports affect product availability.  Trade sanctions are initiated either by steel mills or 
government agencies in North America and, less directly, worldwide.  Steel prices continue to be 
volatile; however, they remain at levels above historical norms at all points in the steel cycle. 
 
Demand is significantly affected by economic cycles with revenues and operating profit fluctuating 
with the level of general business activity in the markets serviced.  We are most impacted by the 
manufacturing (excluding automotive), resource and construction segments of the Canadian economy.  
Demand has been relatively stable over the last several years with some softening starting in the fourth 
quarter of 2006.  Although tons shipped for the third quarter of 2007 are similar to the fourth quarter 
of 2006 they are approximately 7% below the third quarter of 2006. 
 
Canadian service centers, which represent the majority of our metals service centers operations, are 
particularly affected by regional general economic conditions.  We have operations in all regions of 
Canada and believe that we have a national market share above 25%.  This large market share and our 
diverse customer base of approximately 19,000 customers, suggest that our results should mirror the 
performance of the regional economies of Canada excluding the automotive sector in which we are not 
a significant participant. 
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Our Canadian operations are affected by the U.S. dollar exchange rate since some products are 
sourced outside of Canada and are priced in U.S. dollars.  The recent strength in the Canadian dollar 
has caused products purchased subsequent to the recent strengthening to be available at a lower cost, 
resulting in lower gross margins on current inventory. 
 
c)  Metals service centers segment results --  

Three Months Ended September 30, 2007 
Compared to Three Months Ended September 30, 2006 

 
Revenues for the three months ended September 30, 2007 decreased by $35.5 million, or 9.5% 
compared to the three months ended September 30, 2006.  Overall tons shipped for the three months 
ended September 30, 2007 were approximately 7% lower than those shipped in the same period in 
2006.  Tons shipped declined in all regions with British Columbia representing the largest decline in 
tons shipped and the U.S. service centers having the least decline in tons. 
 
The average selling price of metal for the three months ended September 30, 2007 was approximately 
2% lower compared to the selling price for the three months ended September 30, 2006.  The average 
selling price of metal for the third quarter of 2007 has decreased approximately 4% compared to the 
second quarter of 2007.  The decline from the second quarter 2007 to third the quarter 2007 was 
consistent across all regions in Canada and slightly less in the U.S. operations. 
 
Gross margin as a percentage of revenues at 23.7% for the three months ended September 30, 2007 
represents a decline compared to the three months ended September 30, 2006 of 25.9%.  Our average 
selling price was lower than that in the third quarter of 2006 and higher inventory costs resulted in 
slightly lower gross margins. 
 
We believe that the strength of the Canadian dollar in the second half of 2006 and 2007 adversely 
impacted those of our customers in Ontario and Quebec who sell finished products outside of Canada 
and consequently we had reduced volumes in these regions.  To date, the change in the Canadian 
dollar versus the U.S. dollar has not been a significant factor in relation to inventory costs in the 
metals service centers as inventory is purchased for our Canadian operations from Canadian or U.S. 
suppliers based on the landed cost at the specific location in Canada.  The strength in the Canadian 
dollar during the third quarter of 2007 has reduced the replacement cost for certain products sourced 
from the U.S. which put pressure on selling prices and gross margins as customers expect this to be 
factored into the price they pay for metal. 
 
Operating expenses in our metals service centers segment decreased by $5.7 million, or 9.1%, for the 
third quarter of 2007 compared to the same period in 2006.  This was primarily due to lower 
compensation expense.  Our compensation plans are based on pay for performance and our 
compensation expenses declined with the lower profits in our operations. 
 
Metals service centers operating profits for the three months ended September 30, 2007 of $23.4 
million were $11.1 million lower than the same period in 2006, mainly related to lower volumes and 
gross margins partially offset by lower operating expenses. 
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