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The Econonmy in a nutshell

Global overview

*Advanced economes GDP growth rates
moderated in the second quarter of 2011,
EU 27 (1.7%), Germany (2.8%), USA
(1.6%9), Japan (-0.9%), UK (0.7%)

«China continues to register high GDP

growth rates of 9.5%in the second quarter
of 2011

Africa’s economic growth rate revised to
3.7%from5.2%1in 2011

*Risks to global economic growth remains
high debt levels, rising inflation and fiscal
consolidation

A

ArcelorMittal
Domestic overview

The South African economy’s GDP growth rate in
the second quarter of 2011 came in weaker at 3%
year on year and 1.3%on a quarterly basis

*Negative growth rates recorded in Mining (-4.2%0),
Manufacturing (-7%0), Agriculture (-7.8%)

eInflation remains a threat to economic growth
prospects as it surges upwards reaching 5.3% in
July 2011

*Real Gross Fixed Capital Formation increased to

4.1% in the second quarter of 2011 from 3.1% in
the first quarter of 2011




Sub-Saharan region economies:

Most economies projected to grow more than 5% into

2015

Selected African economies: Real GDP growth rate

Country

Africa
Sub-Saharan
Region
Angola

DRC

Ghana
Kenya
Malawi
Mozambique
Nigeria
Tanzania
Uganda
Zambia

Source: IMF, AZ& m b abWG

2010

4.9%
5.0%

3.4%
6.1%
5.9%
5.0%
6.7%
8.1%
8.1%
6.8%
5.1%
6.4%
8.2%

2011F

3.7%
5.5%

7.5%
6.7%
12%
5.5%
6.4%
7.7%
6.9%
6.9%
5.6%
6.6%
7.8%

2012F

5.8%
6.2%

11.1%
6.4%
11%
5.5%
6.0%
7.9%
6.7%
7.3%
6.9%
6.5%
5.4%

2011

5.2%
5.7%

6.5%
8%
6.1%
6.8%
5.5%
7.9%
6.3%
7.4%
7%
7.8%
5.2%
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2014F 2015F
5.3% 5.4%
5.7% 5.6%
6.4% 6.4%
6.1% 5.9%
6.2% 6.3%
6.8% 6.7%
5.3% 5%
7.8% 7.8%
6.3% 6%
7.5% 7.5%

7% 7%
8% 8.2%
5% 4.8%
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Global steel market trends: P
Increase In global steel production being registered  ArcelorMittal

Crude Steel Production For Selected Economies
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2001 2002 2003 2004 2005 2006 2009 2010
EU27 187.5 138 192 202 196 207 210 198 139 172
ASIA 355 395 442 513 596 672 756 771 805 897
= USA 90 92 94 100 95 99 93 91 58 80
® China 151.6 132 222 283 353 419 489 500 573 627
® Germany 44.8 45 44.8 46.4 44.5 47 48.5 45.8 32.7 43.8
B South Africa 8.8 9,1 9.5 9,5 9,5 9.7 9.1 8.2 7.5 7.6
® Total World 851 904 967 1071 1144 1247 1347 1327 1230 1411
Source: Worldsteel Statistical yearbook




Global steel market trends:

A

Increase in steel consumption trend into 2010 ArcelorMitial
Crude Steel Consumption for selected economies
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EU27 177 186 190 182 206 220 204 129 139
= ASIA 430 486 534 617 651 718 730 7895 818
| USA 118 106 124 113 129 114 102 62 73
m China 206 259 287 362 393 440 452 565 578
 Total World 908 969 1057 1131 1232 1320 1299 1203 1272
H Germany 38 38 39 39 42 46 45 29 32.7
m South Africa| 4.67 5.4 4.55 5.47 5.18 6.68 6.63 6.78 4.59 4.9

Source: World 5teel statistical Yearbook




Domestic steel market trends: R\
Total domestic steel sales declining into 2011 bl TANH Ll

Total steel products (Flat and Long)
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Source: Customs & Excercise, AMSA estimatesto Q2 2011




Domestic steel market trends in 15t half of 2011: PN
Shipment into the domestic market by Sector ArcelorMittal

 Steel shipment to the mining sector represented 4.1% of the total domestic shipment

» The manufacturing sector consumed 54.9% of the total steel shipment domestically of
almost 1.2 million metric tonnes spread as:

— Cables, wire products and gates 23.4%
— Government, hardware, railroad 11.7%
— Packaging 9.1%
— Tube and Pipe 18.4%
— Plate and sheet metal 15.9%
— Roofing and cold forming 1.9%
— Agriculture machinery 1.2%
— Automotive 13%
— Hectrical machinery 2.7%
— Fasteners 2.3%
» The building and construction sector's shipment was 22.5% of the total domestic
shipment

Source: SAISI




Mining Production Trends: PN
Declining y-0-y production growth rate into July 2011 Arcelormittal

Mining Production Volume
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Manufacturing production trends:

Declining y-0-y production growth rate into July 2011
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Manufacturing Volume of Production
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South African econory:.
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Declining trends in Construction Sector growthrate  ArcelorMittal
suppressing steel demand
Construction GDP Trends
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Total Building Conpleted in South Africa: PN
Improved year on year growth invalue termsto June  ArcelorMittal
2011, with monthly improvements as well

Value and Percentage change total buildings completed
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Total Building Activity in pipeline South Africa: P
Improvement into June 2011 in value terms ArcelorMittal

Value and Percentage Change of Total Building Plans
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Planned Residential Building Activity in the pipeline: PN
Improved year on year growth in value terms to June  ArcelorMittal
2011, with monthly improvements as well

Value and Percentage Change of Residential Building Plans
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Planned Non-Residential Bilding Activity in the pipeline: ~~ ~ %

. . . ArcelorMittal
Declining month on month and yearly gronth into June
2011
Value and Percentage Change in Non-Residential Building Plans
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Long Steel Products AMSA Market Segmentation P
(tonnes): Construction sector continues to be dominant ArcelorMittal

Percentage share of AMSA LSP sales

#




Long Steel Product AMSA Market Segments: PN
A mixed view on performance of market segments ArcelorMittal

Construction industry Bolts and Nut industry Machinery  equipment  and
*Capacity ~ constraints  eIndustry  susceptible  to fencing industry

remains and industry wide imports of finshed products  eMarket is expected to be
challenge to combat imports relatively stable domestically, with

*The weak gromh withinthe - «Anti dumping duties in place potential of additional business
construction  suppressing on bolts, now imported as on international front

steel demand into the set screws «Fencing competing against wood
sector for droppers and other imports of
lighter sections from China

MARKETS FOR AMSA LONG STEEL PRODUCTS - demand influenced by performance of industries

Automotive industry Mining industry Wire drawing and windows
. » Industr
*Main competiion  «The sale of these products s

international suppliers of final  is largely dependent on  *Main competition from
product, with most products  mining activity, which in its ~ Steelmekers in Zimbabwe

sold as value added product  tun is determined by *\WWindows market is expected to be
on international market —  commodity prices and the ~ StfONg over next S5 years as

biggest markets USA and exchange rate. government need to build more
Europe houses. (Backlog 2,9m)




Long Steel Product domestic market trends: P
Domestic sales declining into Q2 2011 ArcelorMittal

Long steel products
700
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Flat Steel Product AMSA Market
Segmentation (tonnes):
Construction sector dominant

Percentage share of AMSA FSP sales

$
%




Hat Steel Product AMSA Market Segments:

A mixed view on performance of market segments

Tube and Pipe Industry

 This industry is segmented
into small and large bore

*Recently cheaper imports

as well as oaother
competitors coming into
the market

Packaging industry

*The market environment
faces dtiff competition
from substitute products
such as glass, plastic,
paper and even imports,
and likely to impact on
sales

Roofing industry

* The weak developments trends

in both residential and non-
residential segments
suppressing demand

General Engineering &
Construction industry

*Mning activiies on low but
demand mostly from
neighboring countries rising
«Slow pace of infrastructure
projects from SOEs affecting
demand

Machinery equipment and
fencing industry

*The market is demand driven,
with low production in the coming
months of 2011 as projected to
affect supply demand as
econoy Is showing signs of
weakening

Steel Service Centres industry

elnventory  levels  increasing
recently due to catch-up on
backlogs impacted by the strike
actions.

e|lmports are also on the rise as we
face supply challenges due to
plants breakdown at Newcastle



Flat Steel Product domestic market trends:
Domestic sales showing some
Improvements



STEEL MARKET OPPORTUNTIES FROM
STATE OWNED ENTERPRISES,
GOVERNMENT INFRASTRUCTURE AND
AUTOMOTIVE INDUSTRY



Government capital expenditure:
Actual capital expenditure increasing moderately

Capital expenditure by public sector institutions —new construction

Expenditure (R bn) 2009 2010 2011F 2012F 2013F
Residential building 12 11 41 42 4.5
Non-residential building 53 55 94 10.8 115
Roads,  streets and 5.9 6.2 7.9 10.5 10.2
bridges

Sewerage and sanitation 20 18 3.6 4.8 5.2
Hlectricity 2.7 3.0 6.3 54 5.1
Community and social 5.8 4.1 5.8 4.3 49
works

Refuse sites 04 0.1 0.6 0.8 0.7
Water 56 2.1 1.5 79 8.6
Other construction works 81 90.9 56.7 711 67.6

TOTAL EXPENDITURE 110 117.9 102 120 1184

Source: StatsSA



South African National Budget 2011
The South African Government infrastructure

expenditure

Public Infrastructure by sector
Rand Billion

NATIONAL TOTAL
ECONOMIC SERVICES
Energy

Water and Sanitation
Other economic services
Transport and logistics
SOCIAL SERVICES
Health

Community facilities
Education

Other social services
JUSTICE AND PROTECTION SERVICES

CENTRAL GOV. ADMIN & HNACIAL
SERVICES

Source: National Budget 2011

2010/11

260.1
228.7
102.7
21.0
24.4
80.5
26.2
85
6.1
6.8
4.9
31

21

2011/12

252.9
216.2
9.5
26.8
254
67.5
29.5
10.2
6.4
9.2
3.7
3.3

3.8

2012/13

269.3
2194
981
253
26.8
69.0
34.9
151
5.9
10.1
3.9
7.0

7.9

2013/14

286.4
2285
9.8
28.2
28.0
75.6
44.3
20.6
8.0
115
4.2
10.2

35

MTEF
TOTAL

808.6
664.1
2014
80.4
80.2
2121
108.7
46.0
20.2
30.7
11.8
20.6

15.2

% TOTAL

100%
82.1%
36.0%
9.9%
9.9%
26.2%
13.4%
5.7%
2.5%
3.8%
1.5%
2.5%

1.9%



South African National Budget 2011
More allocation to ESKOM for energy

projects

Capital Expenditure programmes of major SOES

Capital expenditure

Of which the big six:
Eskom
Transnet
Central Energy Fund

SANRAL

Trans-Caledon Tunnel
Authority

ACSA

Source: National Budget 2011

2009/10
Actual

88.6

484

184

14

116

04

5.2

2010111
Budget

1495

9.3

194

5.8

135

7.1

16

2010/11
Revised

136.2

86.8

22.8

6.8

84

5.0

13

2011/12 2012/13

136.5

93.7

219

4.3

2.6

9.0

0.8

85.2

171

8.2

20

4.8

11

2013/14

104.3

67.0

16.2

10.1

15

4.8

2014/15

88.9

152

5.5

15

2.9

Total

487.4

334.8

704

281

7.6

215

19



Qutlook for the construction sector:
Slow growth expected in 2011

Construction sector : constant 2000 prices 2007 - 2014

Residential (R br)
GDP growth rate 15%  95%  74%  15%  05% 0%  38%  42%

(Construction Sector)

Source: StatsSA, Construction report;



Passenger vehicles:
Positive trend In production and sales,
prighter outlook into 2013




Light commercial vehicles:
Paositive growth registered recently with a brighter
outlook into 2013



Steel industry implications

» The Sub-Saharan African economic growth rates bodes well for the steel demand into the
future (exports for South Africa), with consumgption levels expected to continue to due to
rise infrastructure development:

— In overall, steel market opportunities will be wide spread across the Sub-Saharan
Africa as most countries are expected to register positive growth rates of above 5%into
2015.

— Increased activity expected, especially in the roads, housing, hydro-power, oil & gas,
and rail network across the entire Sub-Saharan region in Africa is shifting interest of
major construction groups into the region;

« South African government capital expenditure plans of R809 hillion in the next three years
should support steel demand in the near future

* We expect some shift with fixed investment in the manufacturing and mining sectors over
the medium term improving following new capital expenditure announcements

» The strong Rand remains a concern as this drives imports of cheaper steel products and
restrict export growth. However, recently the Rand is weakening against major currencies.
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