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Trade protection

Primary steel producers

* 10% import duties to curb imports proved 1200

Inadequate 1000
« Continue to argue for safeguards 800

: : . 600

e Pushing for anti-dumping measures 400
« Reciprocity on capital investment 200
Product Duty | Safeguard initiated
Hot Rolled Coil 10% | Awaiting approval
Cold Rolled Coil 10% | Awaiting approval
Galvanized Steel 10% 300 -
Colour Coated 10%
Semi-finished steel 10% 250 1
Steel plates 10% | Awaiting approval 200 -
Other bars and rods 10% 150 -
Wire Rod 10% 100 -
Reinforcing bar 10%
Angles, shapes & sections <80mm | 10%
Angles, shapes & sections >80mm | 10%
subject to HVL startup

50 -
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AMSA’s assistance to downstream

* AMSA spends R8mpa to various associations as
platform to address among others issues
associated with downstream trade protection 60

« Engage associations such as SAISI & SAISCto ™

drive applications for protection of wire, roofing, «
pipe & springs 3
* In-house AMSA steering committee has been ’
setup to support and monitor trade protection 10 -
activities 0 . . . ‘

B Wire & Wire Products ®Tube & Pipe = Fasteners mStructures ® Qther
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2012

2013

2014

2015

2016

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Value Added Export Rebates R'm 202.19 258.59 183.85 257.58 29274 92.26 186.23 208.47 214.64 95.27
Strategic Rebates R'm 111.00 115.00 22.00 110 2.00 8.83 34.08 67.57 149.47 386.19
COSM Levy R'm 33.00 40.00 36.00 46.00 55.00 - 66.00 52.65 44,30 9.1
Total 35119 413,59 246.85 304.68 349.74 101.08 28631 328.69 408.42 530.58
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Designation and localization

* Steel requirements for construction on all government projects has now
been prescribed for local manufacture and 100% local content

» Deemed local clause removed on rail rolling stock, conveyance pipes and
solar water heaters

» Locally produced steel prescribed on power pylons and electric cables

* Primary steel consumption by government entities around 17% of ASC
while another 80ktpa is imported as finished product

* Could create additional demand of more than 100ktpa
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Primary and downstream requires collaboration
* Lobby government to kick start infrastructure investments announced
* |dentify and suggest areas for further designation and localisation

* Partner with SOEs, Local Government, Provincial and National
Government to ensure compliance to the instruction notes

 Encourage key industry players in the private sector to prescribe local
content as this initiative should not only be left to government

* Enforce quality specifications as prescribed by SABS






Fair pricing on flat products A
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 Evraz Highveld closed, AMSA became the only manufacturer of FSP

AMSA engaged government on the need for trade protection of industry

Government approved the fair pricing principle
» AMSA achieved its commitment to pricing transparency
« Compliance is monitored and AMSA cannot price above basket
« Safeguards will not impact prices

Fair pricing based on weighted domestic basket and indices
» 950% Europe

« 30% Asia

« 20% NAFTA

Fair pricing required a review of all rebates currently being actioned

Fair pricing allows realignment of product delta’s
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§700 - Steel Price Evolution : HRC - 100%
- 90%
$600 -
- 80%
$500 - - 70%
| 0,
$400 - 0%
- 50%
$300 - - 40%
$200 - - 30%
- 20%
$100 -
- 10%
$0 T T T T T T T T T T T T T T T T T T 0%
Sep 2016 2017

HRC Fair Basket Price ===Net AMSA Gauteng Delivered HRC ==China Import Price Gauteng HRC ==RMB/Basket %
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AoL options A
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* Fragmented customer base, opportunistic sales approach
_ +Casual relationships, mainly transactional
TEEEEE & Sales pursued to fill the gaps in the order book as and when required.
» Develop strategic alliances and transform into distributors
* Distinguish trade business and separate from projects to avoid conflict
Strategic ° Develop SLA for envisaged wholesale distributor
alliances . pyice right and maintain premium relative to competition
« Commit capacity and minimum volumes

» Set up distribution hub to fulfil demand gaps aligned with targeted country
Distribution SUitability and opportunities

hub * Provide support to build appropriate infrastructure
* Develop a rebate system for supplies whilst maintaining profitability
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AoL strategy and key actions A
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Aol Market > Aol = 7 landlocked countries ~ £ambia 243kt Malawi 40kt
» Shipments direct via road
> Market estimated at 850kt Botswana 38kt (.~ >~ Zimbabwe 114kt
Namibia 60kt =20~ Mozambique 324kt
‘i R
E‘%  Mozambique 18% A2 South Africa Swazlland 11kt
(== B Zambia
3
O W Zimbabwe
E Rest AOL

= Primary focus on Mozambique, Zambia &
ffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffff Zimbabwe which constitute >80% of AoL sales

u Colour

-« ® Market demand mainly for Rebar, Sections, Galv

& Color making up 71% of total

Product
distribution

= Understand the macro factors and reconfirm
trust with customers and relevant stakeholders

800 g — — — - = QOptimize logistics and supply chain (first rail
consignment into Zambia and Zimbabwe being
ol I B NN N tested)

2016 17 18 19 20 21

Market
projections (Kt+)



Mozambique

Flat Steel Market
Size 139kt

63% _J

Est Market size 2015 336kt

Plate - Flat Steel Products

m HRC

A
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AMSA Direct Sales 2015

100% FSP LSP
80% 58%
60% 37%
40%
20%
0% -+ -
> > > 5 A &
NG & QB _0‘\\ O OQ\
R <€ 6@ RO E® é\“b
B Flat Steel 139kt W Long Steel 197kt GRS S S

= Activity in the market is driven by construction

=cav  m 63% of the market volumes are for the roofing market

m Colour

mTin

Long Steel Market
Size 197kt

3%

1%

Long Steel Products

B Rebar

N Wire rod
m Sections
H Billets

M Bars

= Rails

= 93% of direct sales are for rebar

= \/olumes mainly driven by construction

= Decline for the past 3 years of direct volumes

= Growth is limited by constrained capacity for sales to AoL
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Est Market size 2015 118kt

AMSA Direct Sales 2015

50%
40%
30%
20%
10%

0%

A\
m Flat Steel 73kt m Long Steel 45kt oy S
Plate ©

E ® HRC

S =cic  Flat Steel Products

o 54% — H Galv - - - -

£o = Market mainly driven by construction & mining

- @ H Colour

T o =tn = 54% of the volume are for the roofing market
M Rebar

E B Wire rod

5 aseione ™ LONQ Steel Products

— H Billets .

3z wsa. ™ Both formal & informal market

N

~ M Rails . c
S8 winsons ™ WR, Rebar, Sections & Windows = 93% of sales
-l N
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Est Market size 2015 253kt AMSA Direct Sales 2015

FSP LSP 57%

26% 27% 4o
LL70

S L & S P & \oo"’ z'b" & \9$
SIS FF TS
; C & € RS &
1%  Flat Steel107kt M Long Steel 145kt < YL ¥V
..5 Plate
= «wrc Flat Steel Products
=  49% m CRC . . - .
1= T .. ™ Market driven by construction, mining & manufacturing
-0 alv
wF
s N "<w 499 of the volume is for roofing market
L H Tin
E 0% 4% mRebar
= swierod LONQ Steel Products
E‘H M Sections . ) o
§§ mies @ \VOlumes driven by construction & mining
(7p)
m\— M Bars ) ) )
S § =rais @ Formal & informal = WR, Rebar, Sections & Windows
-l

= Windows



Typical AoL trading issues

A
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Increase market
share

Compete against imports from
Europe & Asia.

Brand support and promotion (maintain pricing at a
premium relative to competition)

Pursue infrastructure projects sales
Solicit for improved down-stream trade protection
Improve customer interaction and service

Customer
consolidation

Fragmented customer base in AoL

Consolidate customers by transforming 3-6 key customers
into AMSA distributors
Establishment a distribution Hub

Reliable supply

Capacity allocation

Dedicate capacity for specific sales into AoL

Logistics and supply
chain

Border control delays in receiving
countries

Engagement with authorities in delivery countries to
alleviate delays stemming from inefficient border control

Market intelligence

Limited knowledge of operating
environment

Analysis of macro economic factors, steel industry
operating environment and competitor activity

Market development

Expand footprint in regions within
targeted countries

Increase sales in Central and North Mozambique

Customer liquidity

Shortage of foreign currency &
volatility of currencies

Encourage and incentivise customers on advanced
payments to manage risk of default

Stakeholder
engagement

Multi-stakeholder engagements is
limited to existing customers

Develop a network of relationships to unlock opportunities







Projects pipeline 2016

1. BOT. Francistown-Nata road in
Botswana
2. LES. Lesotho Highlands Water

Project Phase 2 -Water & Hyropower

3. MAL. Zomba Water Project,
Southern Malawi

4. MOZ. CFM (Moz) Rail

5. MOZ. Port of Nacala Corridor
6. NAM. Walvis Port Ext.

7. NAM. Water Programme

8. NAM. Nerkatal Dam

9. RSA. Coal3

10. RSA. Renewable Energy
Independent PP Round 5

11. RSA. Meerkat PH2

12. RSA. Durban Dig-Out Port
13. RSA. TRF Rail Infrastructure
14. ZAM. ZRL (Zam) Rail

15. ZAM. Great East Road
Rehabilitation Project

16. ZAM. ZESCO Power Sector
Rehabilitation Programme

17. ZAM. ZRL - TAZARA

18. ZAM. Nacala Dam Project

19. ZAM. Nakonde - Tunduma OSBP
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> New Leads

20. ZAM. Kalungwishi Hydropower

21. ZAM. Lunsemfwa Lower
Hydropower

22. ZAM. Lusaka Water Sector
Project

23. ZIM. Beitbridge border post in
Zimbabwe

24. ZIM. Bulawayo - Beitbridge
25. ZIM. Bulawayo - Victoria Falls
26. ZIM. Harare - Nyamapanda

27. ZIM. Mozambique/Zimbwe/South

Africa (MoZiSa) transmission line
28. SADC. South Africa/Botswana
(Bosa) transmission lines

29. SADC. Upgrade the HVYDC
Gerus to Zambezi (Katima Mulilo)
HVDC (>600MW dc capacity)

30. SADC. Maputo Rail Corridor
Development Programme

31. SADC. Beira-Nacala Multimodal

Transport Corridor

32. SADC. Trans-Kalahari Rail L'ifrle
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VOC

PRASA Coaches (60kt)
PRASA Rail (500-700kt)
BAIC Auto (5kt)
NSC 2 Pipeline (326kt)
TRANSNET MDS Africa (?)

Nuclear (2mT)

A
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ESKOM Transmission Y3 (40kT)
TRANSNET Locos Y3 (14KT)
TransNamib Rail (60kT)

Moz LNG (300KT - 1.7mT)
Gas RSA (GTP) (125KT)

Exploration pha
i Contractual phase

A
1
1
|

v

ESKOM Transmission Y2 (10kt)
TRANSNET Rail (700-800kt)
REIPP Round 4 (60kt)

Kafue Gorge (72kt)

Current known projects in SA

equals 600ktpa (and

AoL=150ktpa) over the next 25
years (>60% flat)
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« Sector, primary and downstream, requires collaboration for trade
protection

« Fair pricing compliance is monitored and AMSA cannot price above the
basket - safeguards will not impact prices

» Designation could turn out to be a major volume booster (>100ktpa)

« AMSA specific AoL strategy to increase market share by focussing on 80%
of the market (Mozambique, Zambia & Zimbabwe)
« Understand the macro factors and reconfirm trust with customers
* Optimize logistics and supply chain options

» Current known projects in sub-Sahara enough to generate new steel
demand of around 800ktpa for 25 years
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