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Top Resources Stocks should have sufficient access to
cash — and also be able to demonstrate.....

* Attractive Price: That the market is placing an incorrect
(low) value on its future prospects — and that this value-
gap will close in future

* Risk Arbitrage: That risks (technical or market) to the
delivery of initial (or higher) company earnings are being
over-estimated by the market - and will be re-priced

 Margin Capability: That the company controls (or has a
likelihood to discover) a mineral resource capable of
delivering a sustainable operating margin at forecast
commodity prices

* Project Capability: That technical & financial
impediments to delivery of new projects can be overcome
(without building the Titanic)
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Commodity prices are always relevant to company
prices: Metals are along the road to recovery, but watch
out for bumps ahead

Marked recovery in prices (eg LME metals) since late
2008-early 2009

Optimism based on microeconomic tightness, ie low(ish)
stocks — but outlooks differ for each metal

Macroeconomic stimulus filtering through to key some
consumption segments — not all

Lots of scope for rises above early 2009 levels (as
observed) — but prices getting ahead of recovery
trajectories from fundamentals
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Are only brave investors looking at commodities how?

« Money returned to commodities end 2008 - the world still needs them.

* Who do you think started buying first?
« Gains in 2009 have been marked (in metals & resources stocks)
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But how confident are we that economists know the floor?

Global GDP, year-on-year change
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Steel is an indicator: Only Asia and the Middle East saw any
growth in 2008

Year-on-year % change in crude steel output, 2007-2008
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Much slower growth in Chinese output to continue this year

Year-on-year change in crude steel production, China
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Global output should start to grow again in 2010
Crude steel production, Global

10% 1 - 1450
1350
5% |
- 1250

- 1150

o
=X

m tonnes

y-on-y % change

1050

5% - - 950

850

-10% - - 750

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Source: CRU Analysis, World Steel Association 8




CRU| ANALYSIS ¢

Metals & Mining: Market perspective in a nutshell ...

* Nobody rings the bell when metal prices and mining
stocks are under-valued (or at fair value)

* The market is emerging from bear mood; but old adages
from the pre-resources boom still apply (cash is king...)

* Metals markets owe no company a living: An under-
valued stock can stay under-valued for a long time.
Companies must focus upon triggers for market
revaluation

* |If you have a good manager in a bad industry, then the
industry will beat the manager — Similarly, a bad manager
in a good industry will look like a star. So “which
commodity” remains critical.
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Mineral Commodities — Plenty to choose from......

Regular CRU product coverage
Bespoke CRU product coverage

Planhed regular CRU coverage
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2008 proved a graveyard for new mining investment

Australian Initial Public Offerings (IPOs) investment returns by commaodity

150%

100%

50%

0%

-50%

-100%

-150%

H Other

M Coal

M Copper

M Diversified
® Gold
“Ilron

M Nickel

M Oil/Gas

L Uranium

H Phosphate




CRUI ANALYSIS ¢

Remember that commodity choice influences market-value

independent of the state of the market

Value
(Share Price)
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London Metal Exchange Prices mostly at pinch points in

2009
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Winners and losers — but historical lows will not be revisited
Commodity Climatic Zones — What’s hot to 2011

— “Torrid”

— “Warm Temperate _ : :
Zinc, Platinum, Palladium, Cobalt

Copper, Phosphate Rock, Vanadium
Bauxite, Iron Ore, Silver, Uranium

— “Cool Temperate” _ )
Sulphur Sulphuric Acid

B Frigid”

* Indicative forecast average 2011 prices versus Q1 2009 base
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The mid-term future for prices (to 2011)... Potential for
winners amongst commodities — and certainly to 2013

* Potential for speculative runs for juniors exposed to next
generation ‘sexy’ commaodities (tin, gold, met coal)

* Insufficient supply growth, higher costs than last cycle
provides some price support for higher prices

 Demand-side solid (It’'s China, still - India remains off a far
lower base) — The global crisis has set the scene for the
next commodity price cycle

* High 2007/2008 prices set an elevated benchmark — so
forecast prices are relative — Prices will not return to
peaks in 2010
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Commodity prices are always relevant to company
prices: Metals are along the road to recovery, but watch
out for bumps ahead

Marked recovery in prices (eg LME metals) since late
2008-early 2009

Optimism based on microeconomic tightness, ie low(ish)
stocks — but outlooks differ for each metal

Macroeconomic stimulus filtering through to key some
consumption segments — not all

Lots of scope for rises above early 2009 levels (as
observed) — but prices getting ahead of recovery
trajectories from fundamentals
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Top Resources Stocks should have sufficient access to
cash — and also be able to demonstrate.....

* Attractive Price: That the market is placing an incorrect
(low) value on its future prospects — and that this value-
gap will close in future

* Risk Arbitrage: That risks (technical or market) to the
delivery of initial (or higher) company earnings are being
over-estimated by the market - and will be re-priced

 Margin Capability: That the company controls (or has a
likelihood to discover) a mineral resource capable of
delivering a sustainable operating margin at forecast
commodity prices

* Project Capability: That technical & financial
impediments to delivery of new projects can be overcome
(without building the Titanic)
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THANK YOU
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