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The USA - Europe

2007/ 200}
o The USA’s GDP: +2.5% 2.7%

O The Euro Area’s GDP: +2.3% +2.2%

v'Soft Landing in the USA  (Hopefully)

v'Strong Growth in Europe (3% Q1)

China

2007 200

o GDP: 19.8% +9.7%

o [P: =125 to +13%

v GDP could come down to 8% over. the next years.

v'The New Economic Superpower (32.7 trillion)




China

O Growth Drivess:
> 2008 Olympics
> The Chinese Diaspora
> The World’s Factory

> Inland Settlement

v Search for Sustainable Long-term Growth

India and Japan

20107
o [ndia’s [P: +6.5%
o [ndia’s GDP: +8.0% +7.8%

0 Japan’s GDP: +2.2% +2.3%

b

vIndia is becoming the “new China.’

vJapan is growing again.




The Elyimg Geese

The Elymg Geese: 2006/2007

> Japan
> USA
» CHINA
> India
>EU

v' The world’s economy is being driven by China.

v How long ?
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Crude Steel, Hot Metal, and DRI
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Steel-Related Dry: Bulks
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Tlhe Seabore Trade ot Steel-telated

Dry Bulks
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Total Bulks: 2790/ Mt Steel Related DB Trade

Others

1362 Vit
49%

v’ About 49% of dry bulk trade is steel-related.




World Crude Steel Production

Cumulative

2007 1 1313 1 46 | v Record World Production
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Hiot Metal Production

Cumulative

Cumulative

(68%)
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v Slow Production Growth
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PR Production

Cumulative
(02-08)

v Very Strong Growth
v' Many New Projects

MENASA: Middle East-North Africa-South Africa

a World Steel Production: 799 Mt

China
14%
Japan
13%

|AZ)
Germany RULKIE]
6% 6%

v'Top 5 Countries= 51%
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O World Steel Production: 1236 Vit

China

Others 349

39%

2l N

South Korea < \_Japan
4% Russia USA 9%
6% 8%

v'Top 5 Countries= 61%

Producer Concentration 1997

o World Steel Production: 799 Mt
o Top 59: 440/ Mt (55%)

a Top 5: 106 Mt

Others
87%
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Producer Concentration 2006

a World Steel Production: 1236 Vit

a Top 59: 775 Mt (63%: )
a Top S5: 215 Mi

Others
83%

v The steel industry is still very fragmented.

v Consolidation will continue.

Apparent Steel Consumpiion:

_ 06/07 | 07/08
Other Europe
403 | 443 |+13.0]+10.0

World Ex China| 776 | 808 | +2.5 | +4.1
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[ron Ore Demand and Production

Iron Ore Production

2006 | 1760 | +15

v Record Production
~
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v' Low Fe Content: 33%
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Indian [rem Ore Production

v' Record Production
v' Export Restrictions

World Iron Ore Production: 1997 @

0 World Production: 1 070Mit

Others
23%

India T——

0% ‘
Brazil

CIS 18%
13% Australia

15%
v'Top 3 countries: 58%
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0 World Production: 1 7601 Mt

Others

15%
India

8% o

10%
Australia

17%
v'Top 3 countries: 67%

[ron Ore Production Concentration @
1997 .

O Total Production: 1070 Mt

% Top 3 Producers
Others

: 22%
28




Iron Ore Production Concentration
2007 ()

O Total Production: 1851 Mt

% Top 3 Producers
Others

iy, 33%

67%

v’ Concentration has increased.

Iron Ore IDemand and Production:

2400 - —®— World Production
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Chinese Imporits of Iton Ore
IForecasts

> 2007: 350/— 375 Mt
> 2010: 500 — 510 Mt

> 2007 — 2010: 43% to 46%. increase

Chimnars lron One Impoerts by, Source
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v’ 1997-2006: 55 Mt to 326 Mt (+492%)
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O/ Privatization O Diversification
O Disintegration: O Reintegration:
0 Consolidation 0 Expansion

O Internationalization

The Seaborne Trade of [ron Ore
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Scaborne Trade Estimates (VL)

B Estimates

451 452
429 423
ag2 403 391 il

The Seaborne Trade of [ron Ore
(Mt (1994 — 2006)

QUEBEC CARTIER

QUEBEC CARTIER

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006f

2007f
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The Seaboemme Thade oif lron One
(Mt) (1994 _ 2006) e
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QUEBEC CARTIER

The Seaboerme Trade of [ron Ore

(M) (1994 — 20006)

W. Europe
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(M) (1994 — 20006)

W. Europe
—#-Japan
—o—China
—+— Other Asia

45 45 56 55 56
20 140

v The Market will attain record levels.

1994 1995 1996 1997 1998 1999 ~ 2000 2001 2002 2003 2004 2005  2006f  2007f

46
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Major Inon Ore: Elows 1995

QUEBEC CARTIER

1997
Brazil-Europe
.
Brazil-China 'f
Brazil-Asia m
"
Australia-Europe 26

India-China

India-Asia

Total Seaborne Trade: 428 Mt

Major [ion Ore Flow:s 2005

QUEBEC CARTIER

T
Brazil-Europe TR %
Cain

Brazil-China

India-China

Total Seaborne Trade 662 Mt: +55%  **




Flow: Tendencies (97-05)

+120% 128%, | +-436%

v’ Paradigm Shift

“BIG. 3”: 73%
EU: >88 %
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Freights for Main Transatlantic Routes

Main Atlantic Routes (USh/mt)

—— Narvik - R'dam

—=—Tub -R'dam

—— Trans Atlantic Index
Port Cartier - Rotterdam

PdM - Rotterdam

v Volatility has increased. _
v' The market is higher than historical levels.
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Iron Ore Prices

Fewer Buyers
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Spot Prices USD/T CIE China

—— |ndian Spot
120 - —=— Brazilian Contract

100

v'Spot Prices are higher than contract prices.

Canadian Concentrate Price 1976 to 2007
(US ¢/MTU)

Nominal growth rate: +2.3%

Constant growth rate: -1.5%
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Prices
[tabira Fines (Eob)

2003 2004 | 2005 | 2006, | 2007

Cents DMTU | 31.04|36.45 [62.51 | 74.39/ 81.46

v’ Since 2003 the price has increased by 162%.
v’ Long Term Trend : 2004 Price +40%

Conclusions
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Conclusions 2006 - 2007

0 China continues to drive the iron ore market.

O [ron ore demand continues, to attain record levels.

0 Security of supply s very important.

0 The freight market 1s higher than historical levels.

a Disruptions could tighten the market.

Conclusions 2006 - 2007

O FFines

> Very Strong Demand

O Lump ore
> Availability and quality are decreasing.
> Very Strong Demand
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Conclusions 2006 - 2007

0 The pellet market 1s:
> Strong in Eusope.
> Steady in China.
> Steady in the USA.

> Very strong in the DRI sector.

Conclusions 2007-2010

O New capacity: coming on stream: until 201.0:

> Up to 45 Mitpy of Pellets
> Up to 400 - 410 Mt of Mining Capacity
> Delays and cost over-runs are probable.

> Dot-com mining and pelletizing are increasing.

64
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Conclusions 2007-2010

O Vertical integration will accelerate.
O Tight Supply for 2007 =>2009

O Supply-demand balance to return after 2009.

Conclusions 2007-2010

0 Lower Barriers to Entry

0 New Playerss (some are better than others)

O Many projects will not see the light of day.
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