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DISCLAIMER

This document is issued by BATEMAN BEIJING AXIS. While all reasonable care has been taken in
the preparation this document, no responsibility or liability is accepted for errors or omissions of
fact or for any opinions expressed herein. Opinions, projections and estimates are subject to
change without notice. This document is for information purposes only, and solely for private
circulation. The information contained here has been compiled from sources believed to be
reliable. While every effort has been made to ensure that the information is correct and that the
views are accurate, BATEMAN BEIJING AXIS cannot be held responsible for any loss, irrespective
of how it may arise. In addition, this document does not constitute any offer, recommendation or
solicitation to any person to enter into any transaction or to adopt any investment strategy, nor
does it constitute any prediction of likely future movements or events in any form. Some
investments discussed here may not be suitable for all investors. Past performance is not
necessarily indicative of future performance; the value, price or income from investments may fall
as well as rise. BATEMAN BEIJING AXIS, and/or a connected company may have a position in any
of the investments mentioned in this document. All concerned are advised to form their own
independent judgement with respect to any matter contained in this document.

AN
BEUJING AXIS pRmRE
BATEMAN BEIJING AXIS PROVIDES SERVICES IN 2 BUSINESS AREAS

China Procurement & Bulk Commodity Trading

Bateman Beijing Axis provides intelligent China procurement services for international clients, and offers bulk
commodity trading services for bulk commodity producers and users.

China Procurement Services
Procurement for Bateman Global Projects Procurement
Bateman Beijing Axis provides comprehensive integrated procurement solutions and
support to Bateman projects that are being executed globally. For Bateman clients, this
ensures cost effective project procurement solutions through the effective leveraging of
China and other low cost country sourcing in the supply chain

for Bateman
Global Projects

Procurement for Independent External Clients Globally

Bateman Beijing Axis provides sourcing and supply chain services to external clients by Procurement

leveraging our people, processes, knowledge, track record/experience and networks. Our for Independent

solutions are comprehensive and encompass supplier identification, evaluation, External Clients
ification, selection, iati i itracting, transaction monitoring, Globally

QA/QC, expediting and logistics. The emphasis is on solid project management, holistic risk
management and strategic relationship management

Bulk Commodity Services
Bulk Commodity Procurement, Marketing, Trading and Financing

By leveraging the knowledge and networks of the 2 JV partners, Bateman Beijing Axis Bulk Commodity

provides bulk commodity trading solutions. We support bulk commodity producers (i.e. Procurement,

metals, minerals, softs, etc.) with their international marketing efforts and we assist bulk Marketing, Trading
ity users with their pr 1t efforts. In selected cases, we also do financing and Financing

across the transaction chain
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AGENDA A HIGH LEVEL OVERVIEW OF CHINA'S ECONOMIC FUNDAMENTALS

AND CURRENT GLOBAL POSITION
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CHINA'S ECONOMY HAS RECORDED DRAMATIC GROWTH CHINA'S IS BECOMING INCREASINGLY URBANISED
IN THE PAST THIRTY YEARS The shift will require a massive expansion of the nation’s infrastructure
With a fourfold increase since 1998, China was the third largest economy
after the US and Japan as of 2009, and is set to become the second largest in 2010
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AS A CONSEQUENCE OF CHINA'S DEVELOPMENT, INVESTMENT IN
FIXED ASSETS HAS STEADILY INCREASED
During 2009, total fixed asset investment increased by 30.1%
over 2008 to USD 3,287 billion

Monthly Urban Fixed Asset Investment (USD bn, 2007-May 2010)

500 50%
Total 2007: USD 1,804.8 bn Total 2008: USD 2,480.8 bn Total 2009: USD 3,286.8 bn
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CHINA'S MOTOR VEHICLE PRODUCTION
HAS NEARLY DOUBLED SINCE 2008

Chinais now the second largest automobile manufacturer, behind only Japan

Monthly Production of Motor Vehicles (1,000 units, 2008-2009)
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CHINA'S MANUFACTURING SECTOR CONTINUES TO EXPAND
Despite the lows of 2008-2009, China’'s Purchasing Managers’ Index
averaged arobust value of 52.9 over the last three years

Purchasing Managers Index (2007-May 2010)
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Source: China Monthly Economic Indicators; US Bureau of Transportation Statistics; THE BEWING AXIS Analysis
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THIS IS A RESULT OF THE RAPIDLY RISING DOMESTIC MARKET
Leading car manufacturers enjoyed record monthly sales as China is now the
world’s largest market for automobiles

Monthly Vehicle Sales (1,000 units, 2008-May 2010)
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Source: Automotive News Data Center; China Auto Industry Association; THE BEIJING AXIS Analysis
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China’'s Growth and its Resource Demand Drivers

China’s Steel Production

China’'s Steel Consumption

Trade and Investment
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CHINA NOW PRODUCES NEARLY HALF OF THE WORLD’S STEEL
AND INCREASINGLY DOES SO WITH IMPORTED IRON ORE
Over 70% of the iron ore used by China in 2009 came from abroad

China’s Iron Ore Production and Import Totals (mn
tons, %, 2000-2009)
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CHINA IS BY FAR THE LARGEST STEEL
PRODUCER IN THE WORLD

In 2009 China accounted for 46% of the world’s total steel production. The second-
largest producer, Japan, produces less than 1/6 that of China
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S. Korea
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Source: BHP Billton; Goldman Sachs; THE BEIING AXIS Analysis -14-

AN
BEJING AXIS pRmRE

OF THE TOP TEN WORLD STEEL PRODUCERS,

FIVE CAME FROM CHINA IN 2009
The top five Chinese producers accounted for 14% of the world’s total steel
production and 30% of China’s total production

World Top 10 Steel Producers (mn tons and y-o-y % change in production, 2009)
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Source: China Mining Association; THE BEIJING AXIS Analysis -13-

Source: World Steel Association; POSCO); Steel Business Briefing; THE BEIJING AXIS Analysis -15-




AN
BEIJING AXIS smmus

CHINA’'S STEEL PRODUCTION INCREASED IN 2009 WHILE THE
REST OF THE WORLD’S PRODUCTION DECLINED
Although there was a significant drop in growth in 2008, China quickly recovered
in 2009 driven by domestic consumption and by global economic recovery

Annual Growth Rates of Crude Steel

China and Worldwide Steel Capacity and
Production (%, 2001- 2009)

Utilisation Rates (2005 — 2011F)
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Source: China Mining Association; World Steel Organization, THE BEIJING AXIS Analysis
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CHINA'S GOVERNMENT PLANS TO CONSOLIDATE ITS HIGHLY
FRAGMENTED STEEL INDUSTRY
Its top ten are planned to control 60% of production by 2015

China’s Steel Industry Concentration
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Source: Mineweb, THE BEIJING AXIS Analysis
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CHINA’'S CONSUMPTION IS PRIMARILY CONCENTRATED WITHIN
THE CONSTRUCTION AND MACHINERY INDUSTRIES

China’s construction industry consumes over 50% of total steel demand while the
manufacturing industry consumes around 30%

Chinese Steel Demand Breakdown (2008) Output of Select Industrial Products (10,000 units, 2009)
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Source: National Bureau of Statistics; World Steel Association; THE BEIJING AXIS Analysis
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IN FACT, CHINA'S CONSUMPTION PER CAPITA
OFTEN EXCEEDS THE WORLD AVERAGE

For many commodities, the per capita consumption
rivals or even tops that of the US

Comparison of per Capita Commodity Consumption (kg, 2009)
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Source: Macquarie; China Metals; USGS; THE BEIJING AXIS Analysis -20-

7/29/2010

/AN
BEIJING AXIS

CHINA'S STEEL CONSUMPTION IS POISED FOR
SUSTAINED GROWTH (1)

Steel consumption generally declines after
per capita GDP has reached USD 25,000

Steel Intensity of Selected Countries (Kg per Capita Plotted Against USD GDP per Capita, 2008)
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The red trend line is indicative of the general pattern in steel consumption at different stages of industrialisation. China, despite a huge rural
population, is managing to outperform the general trend.

Source: World Steel Figures 2008; IMF World Outlook 2008; THE BEIJING AXIS Analysis
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IN 2009, THE BALANCE OF CHINA’S COAL TRADE SHIFTED
DRAMATICALLY TOWARD A NET IMPORTER

China was largely self sufficient in its coal needs—and was even a net exporter of
coking coal—until 2009; now, sources of coal are required from overseas

China’s Net Trade in Coking Coal (tons, 2002-2009) China’s Total Coal Trade: Thermal Plus Met Coal
(mn tons, 2007-March 2010)
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Source: BHP Billiton; Goldman Sachs: THE BEJING AXIS Analysis -21-
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CHINA WILL BE THE MAIN DRIVER
OF 2010'S COMMODITY DEMAND

Over 50% of global growth in the demand for steel
and iron ore will come from China

China’s 2010 Expected Demand Growth for
Selected Commodities

China’s 2010 Expected Share of Global Growth
in Commodity Demand

0% 10% 20% 30% 40% 50% 60% 70% 0% 5% 10% 15% 20% 25%
Copper Coal*
Steel Aluminium

Aluminium
Zinc
Lead

Lead
Copper

Zinc
Nickel Nickel
Oil Oil

*Note: Figure from 2009
Source: Bank of America-Merrill Lynch; THE BEIJING AXIS Analysis
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CHINA'S IRON AND STEEL IMPORTS FROM RUSSIA AND CIS
NATIONS REBOUNDED IN 2009
Most of this trade originated with partners in Russia, Kazakhstan and the Ukraine
China’s Iron and Steel Trade with Russia and CIS China’s Importers from the Russia-CIS Region, 2009
(USD mn, 2000-2009)
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Source: UN Comtrade; THE BEIJING AXIS Analysis -25-
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CHINA'S OFDI IS LARGELY IN PURSUIT OF RESOURCES
Iron ore is a main attraction for Chinese mining investors

By-Sector China OFDI Flows (USD bn, 2000-2009) Value of China’s Mining and Metals* Investments
by Commodity (2009)
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*Note: Excludes oil
Source: Emst & Young; Heritage Foundation; THE BEIJING AXIS Analysis
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FOR IRON ORE, AUSTRALIA HAS BEEN CHINA'S INVESTMENT
DESTINATION OF CHOICE

Selected Chinese Iron Ore Overseas Mining Operations to Date

Source: Various; THE BEIJING AXIS Analysis




