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Overview — The China Influence on Commodity Markets

4 Background information on CRU

Impact of the Global Financial Crisis (GFC) and the
macroeconomic context for commodity prices

The importance of China to past & future metal demand

Which metals will perform well in future ?

X X X

Market Example — China context and impact upon copper
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CRU - Delivering Crucial Commodity Intelligence

* International Consulting firm based in London, and with 12 offices
around the world

* Independent; Operating for 40 years

* 150 industry experts focused solely on mining & metals industries

— Have a deep understanding of supply & demand issues across
a wide breadth of commodities
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The Global Financial Crisis compared to previous downturns
In late 2008 and early 2009, the world’s economy was in free-fall ...
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The Global Financial Crisis compared to previous downturns
... Then things got worse, but a recovery is now underway
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Placing current commodity prices in recent context....
Prices are attractive

World Metal Commodity Price Index (1980 = 100)
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And in long-run context (copper example).... Current prices
also rank as attractive

Copper Price ¢/Ib
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So why are prices good; even when the GFC slowed demand?
(Copper)

Copper Global Consumption (Million tonnes)

25
~3 year
demand ‘lag’

20 5 B B
15 " B B B R B EE BB B B
‘%' = "= = B E BE E BE B E E E E E EE E EBE B B
5 i || || || || || || || || || || || || || || || || || || || |
O T T T T T T T T T T T T T T T T T T T |
v © I~ 0 0O O «—~ AN O I 1B O I~ 0 O O «— N M <
o O O OO OO0 O O O O O OO0 OO0 O «“ v v« v« v
O OO OO0 OO0 OO OO O O O O O O o o o O o o o
— v v v - AN AN AN AN AN NN AN N NN NN NN

Source: CRU




CRU | STRATEGIES

Partly because of China-related demand expectations
(Zn example)
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China now accounts for about 40% of consumption and
35% of production of major metals, but you need to look

a bit close
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........ China has accounted for more than 100% of global
metals demand growth this millennium

Chinese metals consumption growth as a proportion of global metals consumption growth 2000-2009
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China now far outweighs the growth contribution to metal
consumption of other nations
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With China metal consumption set to dominate future growth

Global refined copper consumption

15000

000t 1995-2000: More than 2009: 59% of consumption
70% of consumptionis is in developing countries and
12000 | indeveloped countries 64% by 2014

9000

6000

® Developedcountries

Developing countries

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

‘ Source. CRU




CRU | STRATEGIES

China’s dependency ratio on overseas ores is more than
50% of primary demand (40% if secondary included)

Imports as % primary demand 2009
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With demand greatest close to ports and infrastructure

Per capita copper semis gross weight output kg/head in 2009
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Metal stocks exist to cover near-term demand growth.....
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But demand projections alone do not fully explain prices.....
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CRU anticipates an overall ‘warming’ of commodity prices
to 2012

CRU Commodity Price Climatic Zones to 2012

Aluminium Sulphuric Acid, Gold, Alumina,

Met Coal Copper Molybdenum Nickel
Manganese

Zinc Platinum

Vanadium, Phosphate, Palladium, Silver,
Cobalt, Sulphur

* Indicative forecast average 2012 prices versus July 2010 base (nominal prices) Data: CRU
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... as continued demand-growth draws down stock levels

Copper Example

H World balance

World balance and stocks
Stocks

M tonnes

2008 2009 2010 2011 2012 2013 2014

Source. CRU Copper Quarterly, Apr 10
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Supply to 2020 requires on-time delivery of new (difficult)
projects — else prices will escalate further

Copper Example | 10 years of
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... and long-run supply is a key risk — notably to source

concentrate for China’s copper smelters
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..as China’s smelter build-out is the major contributor to
copper processing capacity growth
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Conclusions — The China Influence on Commodity Markets

NN X X X X

Clear impact of the GFC on demand

But prices remain high by historical standards

CRU forecasts prices to ‘warm’ further to 2012 (& beyond)
China’s influence & investment factors are two key drivers
The supply-side challenge that lies ahead is another

Clear opportunities exist for partnering between Chinese &
Australian companies: CRU can tender support
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CRU clients typically ask for the following support in China....

* Provision of granular data to asset level across the metals/mining, power,
fertiliser and chemicals markets

* Non-Chinese clients require support with Chinese off-take & project investors,
from identification to value-driven negotiation

* Chinese-based clients require support to identify then undertake market
diligence on targeted projects/customers overseas

* Provide transaction support

* Value-based cost assessments: Ascertain the competitiveness of Chinese
(and global) producers

* Value-based contractual pricing support (especially with iron ores)
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