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Disclaimer

Prices and other information contained 1n this presentation have been obtained by us from various sources believed to be rehiable. This information has not been independently verified
by us. Those prices and price indices that are evaluated or calculated by us represent an approximate evaluation of current levels based upon dealings (if any) that may have been
disclosed prior to publication to us. Such prices are collated through regular contact with producers, traders, dealers, brokers and purchasers although not all market segments may be
contacted prior to the evaluation, calculation, or publication of any specific price or index. Actual transaction prices will reflect quantities, grades and qualities, credit terms, and many
other parameters. The prices are in no sense comparable to the quoted prices of commodities in which a formal futures market exists.

Evaluations or calculations of prices and price indices by us are based upon certain market assumptions and evaluation methodologies, and may not conform to prices or information
available from third parties. There may be errors or defects i such assumptions or methodologies that cause resultant evaluations to be mappropriate for use. Your use or reliance on
any prices or other information published by us 1s at your sole risk. Neither we nor any of our providers of information make any representations or warranties, express or implied as to
the accuracy, completeness or reliability of any advice, opinion, statement or other information forming any part of the published information or its fitness or suitability for a particular
purpose or use. Neither we, nor any of our officers, employees or representatives shall be liable to any person for any losses or damages incurred, suffered or arising as a result of use or
reliance on the prices or other information contained in this publication, howsoever arising, including but not limited to any direct, indirect, consequential, punitive, incidental, special
or similar damage, losses or expenses.

We are not an imnvestment advisor, a financial advisor or a securities broker. The information published has been prepared solely for informational and educational purposes and is not
mtended for trading purposes or to address your particular requirements. The information provided 1s not an offer to buy or sell or a solicitation of an offer to buy or sell any security,
commodity, financial product, mstrument or other investment or to participate in any particular trading strategy. Such information is mtended to be available for your general
mformation and is not intended to be relied upon by users in making (or refraining from making) any specific investment or other decisions. Your investment actions should be solely
based upon your own decisions and research and appropriate independent advice should be obtained from a suitably qualified independent advisor before making any such decision.
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Metal Bulletin Iron Ore Indices

Market leading iron ore market pricing coverage:

Lump & Fines

*  62% Fe Fines - History from May 2008

*  58% Fe Fines - August 2011

*  58% Fe High Specification Premium - August 2011
*  65% Fe Brazilian Index - December 2013

*  63% Fe Australian Lump Premium - May 2013

*  RMB 62% Fe Chinese Port Price - January 2014

*  60% Fe Iranian Iron Ore Index - September 2015

Pellet & Concentrate

*  65% Fe Blast Furnace Pellet - April 2012

*  66% Fe Concentrate - September 2012

*  67.5% Fe DR-Grade Pellet Premium - February 2017

Value-In-Use

*  $/% Fe Value-in-Use Index - July 2012
*  $/% Fe 65 Value-in-Use Index - July 2012

e $/9% Si Value-In-Use Index - December 2013

e $/9% Al Value-In-Use Index - November 2014
e $/% P Value-In-Use Index - November 2015

Product Differentials

*  62% Fe Pilbara Blend Fines - December 2016

Widely-used market benchmarks
Fair and representative - robust calculation methodologies

Tonnage-weighted calculations - indices reflect transactions
Separate sub-indices for producers,

consumers & traders mathematically
guarantees balanced and unbiased index

Focus on comphance - Passed 2017

PWC audit on IOSCO principles ﬂlcu'losco
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Iron Ore as a Commodity

, s The Iron Ore Complex: Selection of Key Index Grades ($/t) in 2017
* Iron ore’s non-fungibility

160
1s what makes the market
so Imteresting! 140
e Huge value range across 190
what can all technically be
considered ‘iron ore’ 100
e Duversity of physical and 50
chemical characteristics
. . 60
impacts value-in-use, and
therefore pricing "
=029 Fe Fines —0(7.5% Fe DR Pellet (MENA) =—58% Fe Fines
20 58% Fe Premium Fines — 05% Fe Fines —05% Fe Pellet

(6% Fe Concentrate
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Pricing: Iron Ore Maths... Doesn’t Work

e VIU indices aid price adjustments for spec differences within certain grade segments

* Relationship break-down across major grade boundaries due to market factors and mineralogy

62% Fines - 4 VIU ‘calculated’ 58% Fe Price vs Actual 58% Fe Index Price e Tron ore is ¢ ompleX S0
90 25 ’

approach to pricing needs to
be sophisticated

e Implications for physical
pricing and risk management -
next stage of market evolution
requires broader derivatives

10 spectrum development

—58% Fe Index (MBIOI-58)
=0 29% Fe Index minus 4 Fe-VIU
$ Difference |[RHS]
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2017 - A Fundamental Shaft

65/62% and 62/58% Fe Index $-Spreads Since 2014

2017 was China’s year of commitment:

20 - Capacity reduction
- Production quality
- Environmental protection

Jan/18

e Tight steel market & higher profit margins drove

-30 e 5 8% Fe Spread to 62% Fe Index . . .
. ——65% Fe Spread to 6296 Fe Index expansion 1n raw material grade spreads
i Metal Bulletin Indices
450 Implied China HRC & Rebar Margins ($/1 * Inter-grade spreads - still same key drivers:
300 . . ey
950 - Steel prices & mill profitability
9200 e [miplied HRC Margin ($/t) _ . .
150 e mplied Rebar margin ($/t) EnVlronmental regUIatlon
100 - Matenal supply
50 - Coke price
50 13579111 35 1357 9111 357 9111
-100 2014 2015 2016 2017 2018

[ |
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Breakdown by Segment: Fines & Concentrate

Fines

e Sull an interconnected sector despite gulf between grades
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62% Fe Index vs Weighted Average of 65% Fe and 58% Fe Indices

= (206 Fe Index (MBIOI-62)
65/58% Fe Indices (Weighted Average)
=%, Difference [RHS]
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Concentrate

* Domestic production, and environmental restrictions

on pelletizing, impacts concentrate premium

66% Fe Concentrate - 65% Fe Fines Indices ($-Diff)
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Breakdown by Segment: Lump

Lump Premium Lump Premium (MBIOI-LP, CFR Qingdao, cents/dmtu)
50
e 2017 spike driven by environmental restrictions on sinter 15 q,\
and pellet plant operation 0

e Future lump demand factors dependent on:

- Sinter/pellet plant operating restrictions

- Pellet availability 25
- Mill margins (gangue tolerance) 920

15
Lump Variability 10

- Lump properties vary by ore type & region

(eg. Austrahian, Brazihan, S. African lump quality difference) NN
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Breakdown by Segment: Pellet

Metal Bulletin BF & DR Pellet Premiums & Implied CFR Prices $/t)

* 3 Major pellet markets split by region & type: 160
- China/Asia (BF)

- Atlantic Basin (BF) 140
- MENA (DR)

120

e Usually function relatively distinctly but can interact:

100
eg. BF pellet price capped by DR Premium?

DR Premium
g0  ®mm BF Premium

e Value dnivers similar to lump (both direct-charge) ——65% Fe BF Pellet (CFR China)
67.5% Fe DR Pellet (CFR MENA)

60

e Environmental restriction on pelletizing plants
important driver for China market 40

* DR-grade production volume 1s smaller, so market
more sensitive to supply 1ssues (eg. Samarco)
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Future Trends to Watch

Can grade spreads expand further?

e Mill margins likely to gradually narrow in 2018, with
other contributing factors also expected to ease:

- Winter production cuts
- Capacity cuts (incl. substandard steel)
- Low-/high-grade 1ron ore production ratio

e Convincing case for spreads to narrow, but may remain
above historical averages

Impact of increased scrap utilization
 BOF & BF scrap rates to increase as Chinese mills absorb
growing obsolete scrap availability - potential impact on

ore demand 1s obvious...

e But how might this impact iron ore grade spreads?

Metal Bulletin Apex Iron Ore

Analyst Price Expectations
Forecasts (S/tonne cash price) Q4 2017
90 e - - - - P —
[ [] e e e e e S S S B i S s

Ql | Q2 | @3 | Qy
2018 2019
Range highest-lowest

2020 | 2021 | 2022 | 2023

s (onsensus view (simple average)
= (0nsensus view (weighted average)
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Tha.rlk YOu Metal Bulletin WeChat
o

phannah@metalbulletin.com
+6562382113
WeChat: peterehannah
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Prices and other information contained 1n this presentation have been obtained by us from various sources believed to be rehiable. This information has not been independently verified
by us. Those prices and price indices that are evaluated or calculated by us represent an approximate evaluation of current levels based upon dealings (f any) that may have been
disclosed prior to publication to us. Such prices are collated through regular contact with producers, traders, dealers, brokers and purchasers although not all market segments may be
contacted prior to the evaluation, calculation, or publication of any specific price or index. Actual transaction prices will reflect quantities, grades and qualities, credit terms, and many
other parameters. The prices are in no sense comparable to the quoted prices of commodities in which a formal futures market exists.

Evaluations or calculations of prices and price indices by us are based upon certain market assumptions and evaluation methodologies, and may not conform to prices or information
available from third parties. There may be errors or defects i such assumptions or methodologies that cause resultant evaluations to be mappropriate for use. Your use or reliance on
any prices or other information published by us 1s at your sole risk. Neither we nor any of our providers of information make any representations or warranties, express or implied as to
the accuracy, completeness or reliability of any advice, opinion, statement or other information forming any part of the published information or its fitness or suitability for a particular
purpose or use. Neither we, nor any of our officers, employees or representatives shall be liable to any person for any losses or damages incurred, suffered or arising as a result of use or
reliance on the prices or other information contained in this publication, howsoever arising, including but not limited to any direct, indirect, consequential, punitive, incidental, special
or similar damage, losses or expenses.

We are not an imnvestment advisor, a financial advisor or a securities broker. The information published has been prepared solely for informational and educational purposes and is not
mtended for trading purposes or to address your particular requirements. The information provided 1s not an offer to buy or sell or a solicitation of an offer to buy or sell any security,
commodity, financial product, mstrument or other investment or to participate in any particular trading strategy. Such information is mtended to be available for your general
mformation and is not intended to be relied upon by users in making (or refraining from making) any specific investment or other decisions. Your investment actions should be solely
based upon your own decisions and research and appropriate independent advice should be obtained from a suitably qualified independent advisor before making any such decision.
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