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= Exports and Imports
= Market Performance
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Part I Steel Production

Output in Q1 2009

Crude steel 127.44 million mt, yoy -0.34%;

Pig iron 122.38 million mt, yoy 1.19%;

Steel products  144.73 million mt, yoy 2.8%;
Output in 2008

Crude steel 500.49 million mt, yoy 1.13 %;

Pig iron 470.67 million mt, yoy -0.16 %;

Steel products 581.77 million mt, yoy 3.56 %;
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Consumption and output of crude steel of 66 economies in 2008p.
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This round of domestic economic downturn has dramatically reduced real estate investment and
resulted in negative growth of industries such as automotives, household appliances and machine-
building in the 4th quarter, hence causing reduced steel consumption.

GDP: China’s economic growth has slowed down. For the first time in 7 years, its 0085 IL2001ERIE, %

growth rate is one digit.
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GDP: China’s GDP grew 9% in 2008 over 2007, the
first one-digit growth rate and 4 percentage points
lower than in 2007, when this number was 13%. This

growth rate is the lowest since 2001.
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GDP quarterly growth has been falling for 7 quarters.
Because of financial crisis, GDP growth rate dropped
dramatically to 6.8% in the 4th quarter of 2008.
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Changes of the secondary industry
(construction and manufacturing) are
more important for the steel industry.

The GDP growth of the secondary
industry dropped by 5.4%, from
14.7% in 2007 to 9.3% in 2008.

The Situation of Macro Economy in Q1 2009
=  GDP growth rate dropped dramatically from 13% for 2007 to 9% for 2008.
m GDPin Q1 2009: 6574.5 billion RMB, up 6.1% yoy

= Investment kept growing in Q1 2009
Fixed assets investment: 2812.9 billion RMB up 28.8% yoy;
Industry added value: up 5.1% yoy ;
Imports and exports -24.9 % yoy (exports -19.7%; imports -30.9%);
CPl: -0.6% (in March. -1.2%)
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Output of crude steel from 2008.01 to 2009.03 Output of steel products from 2008.01 to 2009.03
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The growth of steel output in China declined sharply in 2008. Crude steel output increased 1.13% compared
with 2008, and it dropped to -0.34% yoy in Q1 2009. The trend is expected to extend into 2009.

bFENGEITLHBS
CHINA IRON AND STEEL AssociaTioN (C]|S 4]

Breakdown of Steel Products Output in Q1 2009 and 2008

unit: _million mt

QL 2009 Yoy% 2008 Yoy%
Steel products* 144,73 2.8 58L.77 3.6
Plate 31.12 -9.05 133.33 15.19
Hot rolled sheet coil 6.78 4.62 25.94 3.97
Cold rolled sheet &coil 7.31 —9.98 34,03 3.66
Coated 0.89 -7.3 3.39 3.1
Seamless pipe 4.72 9.1 20. 17 11
Rebar 26.98 21 97.08 -3.9
Vire rod 20.63 8.2 80.24 1.2

#: including double counting

Steel products consumption from 2008.01 to 2009.03

mmss steel products consumption mmt
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Part II Exports and Imports

= Q12009
Steel products exports: 5.14 mmt , -54.85% yoy;
Slab exports: 2100 mt, -97.67% yoy

Steel products imports: 44443k 113.23 mmt, -22.41% yoy;
Slab imports : 44 [10.91 mmt , up 1830% yoy

= 2008

Steel products exports: 59.18 mmt , - 5.5% yoy ;
Slab exports : 1.28 mmt , - 80% yoy;

Steel products imports: 15.37 mmt , - 8.8% yoy;
Slab imports : 0.24 mmt , up 1.4% yoy
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Crude steel exports for Q1 were 5,466,700 mt, dropping 6,726,200 mt, or 55.16%. Imports for Q1 were
4,346,900 mt, dropping 133,700 mt, or 2.98%. It seems that future trend is turning toward net import as the
gap between imports and exports has been narrowing very rapidly.

Exports of crude steel in March were 1,774,600 mt. Imports were 1,820,600 mt, exceeding exports by 46,000
mt, which is the first month of net import since April 2006.

Steel products exports and imports from 2007 .01 to 2009.03 unit:mmt
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Breakdown of Steel Products exports in Q1 2009 unit: mmt
hare in total
Q12009 Q12008 yoy yoy+% ;are ntota
0
Total 513 11.37 —6.14 —54.85 100
Flat 215 572 —357 —62.36 41,94
Pipe and tube 1.74 1.96 —0.22 —11.32 3391
Wire rod 0.46 2.18 —172 —78.88 8.97
Section 0.16 0.77 —0.61 —79.11 311
Railway 0.15 0.10 +0.04 +41.1 2.84
Others 0.47 0.63 —0.16 —24.83 9.23
o
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Breakdown of steel products exports by regions in Q12009  unit: mmt
share in total
Q12009 Q12008 yoy yoy+% %
0

Total 5.13 11.37 —6.24 —54.85 100

Korea 115 3.36 —221 —65.75 22.46

Asean 0.69 129 —0.60 —46.75 13.46

Middle east 0.63 0.60 +0.03 +4.46 124

EU27 0.46 127 —0.81 —63.6 9.02

USA 0.46 1.02 —0.56 —56.03 8.95

Ohers 173 38 —2.26 —59.62 33.71

The shrinking international demand and sliding international price of steel products

will lead to further price cut of steel exports of China.
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Breakdown of steel products imports in Q1 2009  unit: mmt
012009 Q12008 yoy yoy+% i:)are in total
Total 3.23 4.16 —0.93 —22.41 100
Flat 2.75 3.47 —0.72 —20.83 85.23
Wire rod 0.13 0.24 —0.10 —44.19 43
Pipe and tube 0.18 0.27 0.09 34.2 5.59
Section 0.06 0.07 —0.01 —13.11 2.13
Railway 0.03 0.01 +0.02 +103.1 1.22
Others 0.04 0.06 0.01 23.26 153
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Breakdown of steel products imports in Q12009  unit: mmt
Q12009 Q12008 yoy yoy+% zz‘”e in total
Total 323.16 4165 —93.34 —22.41 100
Japan 108.04 176.34 —68.3 —38.73 33.43
Korea 88.86 99.48 —10.62 —10.68 275
Chinese Taiwan 56.74 74.9 —18.16 —24.25 17.56
Kazakhstan 19.09 5.86 +13.23 +2.26% 5.91
EU 27 17.73 31.81 —14.08 —44.26 5.49
Russia 10.27 3.34 +6.93 +2.071% 3.18
H ftothers 2233 2477 —2.44 —9.85 6.91
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Part m Performance of Steel Market

= InQ12009, the profits of CISA members were -3.3 billion RMB.

= In 2008, combined profits of CISA’s 71 members was 84.6 billion RMB, down 43.32% yoy.
In Oct. 2008, CISA’s 71 members incurred a net loss of 5.8 billion RMB, the first monthly loss
in six years.

= The price in both international and domestic markets kept decreasing from July 2008 to April
2009
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Composite Price Index in International and Domestic Markets
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By the end of H1 2008, both international and domestic price indices kept increasing month by month and reached record highs
in recent years. However, with the unfolding of the financial crisis, the price dropped sharply .

The global financial crisis triggered by the sub-prime mortgage crisis in the US has started to affect the real economy.
Consumption in the international market became sluggish and demand shrank significantly.
China’s was also hit severely, with decelerated economic growth and reduced demand for steel.

This round of domestic economic downturn has dramatically reduced real estate investment and resulted in negative
growth of industries such as automotives, household appliances and machine-building in the 4th quarter, hence causing
reduced steel consumption
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Long products Price Index in International and Domestic Markets
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Growth of upstream industries has slowed down and domestic apparent steel

consumption dro|

1. Housing Industry

20085 EIH I B ER

Hl, 18

CHINA IRON AND STEEL AssociaTioN (C]|S 4]

pped significantly.
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tries-has slow wn and domestic apparent

steel consumption dropped significantly.
2. Automotive
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20085 EBHHBER s Growth of upstream industries has slowed down and
s

domestic apparent steel consumption dropped

Cemuan significantly.
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Growth of upstream industries has slowed down and domestic
- apparent steel consumption dropped significantly.
¥ E|\AE 1.2

: FEH. 1.3
N 4. Machine-building
| [TTRE)
Hin, 8.68

HEHFIRTAH (2008) , K&

SROMIFER (2008) , 55 2

8 2500
7
6 2000
5 1500
4
3 1000
R 500
1
o Lt Lo L ! ° X ) ;
2A 38 43 5A 6A 7A 8A 9A 10A 1A 12A 20N GAR S S A8 R AR R EAR IR IAR1ZE
KehAER & (2008) , &
TRMAN (2008) , ZFE 40000 mH i =
2000
35000
1500 30000
25000
1000 20000 |
500 10000

5000

15000 ‘
0

Hias

2R 38R 4A 5A 6A 7A 8A 9A 10A 1A 12A

|

2R 3R 4R 5A 6A 7A 8A 9A 10A 1A 123

bFENGEITLHBS
CHINA IRON AND STEEL AssociaTioN (C||S 4]

Part IV Conclusions and Prospects

= The recession of the global economy may well last for years.

= China’s economic growth will slowed down . The intensity and length of this round of adjustment will
exceed the past.

= China will implement proactive fiscal and monetary policies to stimulate domestic consumption and
growth. (4000 billion RMB investment package and plan for industrial adjustment and revitalization)

= Recovery of global economy will depend on the stimulus policies and measures introduced by many
governments. The effects will be seen in the H2 2009 .
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Crisis is the Nature of the Economy

ey
- ClSZ
fEHLIEPEBE£E VT Z e o i B, S )aienl ez
160000 Eﬁ 60%
o =% éﬁ
140000 D = & = = 3 in
ég - EEE % g b § aose
-1 g A
— e I“'\I ."‘: .“]‘;w §§ ‘\‘\ i L g g Z Fi 20%
A AV ‘ L E
TRYa | 4 /
80000 - m— g im—m A ' o%
AR
60000 + g % 1 T .
e 5
g = o
w185 18
. nnnnurtl'lﬂﬂﬁﬂﬂﬂﬂﬂﬂlmﬂm cone
EEZEEZ225225 5885 fFEC 7 E5fFE555995774 147945 EE
oS ARm TR (T Rt =

(R e R L
23

bFENGEITLHBS
CHINA IRON AND STEEL AssociaTioN (C]|S 4]

The decision made by the 37th Executive Meeting of the State
Council to formulate plans for industrial adjustment and
revitalization

Shipbuilding Petrochemical

industry industry 452

[ Steel industry ]

Five industries consume about 33% of steel.
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Short-term prospects for China’s steel industry

= In 20009, crude steel output: around 460 mmt (the forcast in Dec.2008 was 470-500 mmt)

crude steel consumption : 430-470 mmt (depending on the growth of GDP and FAI)

wThe steel exports of china will decrease significantly in 2009.

= Both domestic and international steel market will remain sluggish in the short term .
Demand needs several quarters to resume; stimulus measures need time to show effects; fuel and raw materials
price continues to drop, providing little support for the price of steel products.

= The fundamental way to ensure growth is to expand domestic demand. The stimulus package will boost domestic
steel demand in an obvious manner. China’s steel industry will still be in a very tough situation in the first half of
2009.

=In the long run, China is still in the process of industrialization, urbanization and structural upgrade. A steady
growth in the domestic demand for steel will remain unchanged. We are confident in the long-term stability of
China’s steel market.
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Thanks
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