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Review of China’s EMM

Industry in 2009 and Outlook for
the Industry in 2010
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+ 200848—9 H B KK IR e AN ER] T SR, 15T
EIRERET K T =ERHd. The global financial
crisis broke out in Aug. and Sept, 2008 not only greatly
Impacted the financial industry, but also the global
economy at large.
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Inevitably, China’s EMM industry was also greatly
Impacted. Its export volume suffers a sharp decline and
the EMM price also slumped by a large margin, even to
arecord low of 12k/ton in Jan. to Apri, 2009. Such a
record low price is even lower than the cost of the
majority manufacturers, which has forced 60% of them
to stop production.
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<« With the launch of economic stimulus package by

the Chinese government, many infrastructure and
public welfare project are initiated, which promote
the development of the steel industry and thus the
recovery of EMM industry.
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China’s EMM Industry on recovery path
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From May, 2009, the production and sales volume of EMM have
been increasing significantly month by month and its price is also
on steady growth.
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In Jun, 2009, the operating rate across the industry has jumped to
over 70%.
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Consequently, the output of China’s EMM in 2009 still reached 1,290
K, increased by 14% than 2008. China’s EMM industry has won
the initial success in tackling the global financial crisis.
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v 2009 NE =N EE KIEEHN: enterprise in production
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#¥n3/~. The number of EMM manufacturers in production
Increase by 33, among which there are 3 newly added enterprise
with over 40 K-output capability.
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capacity & output
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the EMM industry witnessed rapic growth in 2009
R AT R K14, 2%; A B K14, 1%,
1, 850K to 2, 110K 1, 130K to 1, 290K
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Decline by a large margin at 154,600 tons, down by 50% compared with
2008
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2009 o] fi—4% /L83 (N$E=) domestic
sales volume
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BN R20099F F1113. 147, HE1E S 1X38%. Witness a sharp increase
in 2009 by 38%, from 820, 700 tons in 2008 to 1,131,400 tons in
2009

120 WA (7D

100

80

60

40

20

20084F 20094F




20094F [B] pi——4% D838 (higaeg)

< 2009%

=

A R T IAM B IEITIFE . Price of EMM

in 2009 maintains at a steady level
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Geographical distribution of the Industry
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production Area

Fs =X Frege 1 CAE/E)| =2 ()
1 HKRFLW 21.90 219K ton 18. 60
Per annum 186K
2 AR TEiE 19. 60 196K 17.10
Yuan 171K
3 i e D SpEA 18.22 182,200 12. 91
129, 100
4 =N FABE 13.80 138K 10. 83
108, 300
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A number of new material and equipments are applied in production, like HC—1700
pulverizer, plastic electrobath and anolyte current-breaker, etc, which has generated

obvious improvements in terms of energy reservation, consumption reduction and
environmental protection.
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Moreover,many new technigue or equipments are currently under testing for applying
In large scale across the industry, including new Mn oxide reduction technique, new
anode and cathode plates, new technique of recovering Mn from scoria, techinique in
making bricks from scoria, ?, plate Washing automatic peeling control equipment, etc.
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These techniques are expected to make great breakthrough in the 2rd, or 3" quarter in
2010.

RLFEHANEEMEINNK ZEREINAZSERIELH S S FTERAK,
AR A B 1B 0 2 PR [l P ks T % RIS BRI B 2% . Now the global
economy has entered the post-financial crisis era. To gain a favorable position in the
post—ciris competition, to shift the growth pattern of the industry and to accelerate the
technology improvement pace are the three main priorities in the development of
China’s EMM industry.
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the industry in 2009
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ﬁ-ﬁjz Surplus in productlon capacity &
iInsufficiency in raw material supplies: The price of
raw material and electricity goes up and up. As a
result, China’s EMM industry gets into a difficult
position of surplus capacity and declined efficiency.
Neither the quantity nor qualify of the
manganese carbonate ore resources can satisfy
the ever-increasing demand of China’s EMM
iIndustry.
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Poor tech-economic index: Only a few large enterprises rely on
technology innovation, technique reengineering to shift their
growth pattern. But most small and medium enterprises have
done little in improving their production technique and the
equipment they use are still very backward. Thus energy
conservation and emission reduction are still a very challenging
task for the industry. In particular, overwhelming majority of the
enterprises in the industry are yet to fulfill the goal of zero
emission of waste water from production.
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concentration ratio of the industry is still very low: the total
production capacity of the top four enterprises accounts for less

than 15% of the total national capacity, far below the required
ratio of 30 to 40%
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Outlook on the EMM industry in 2010
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1. the future is complicated yet we are full of confidence
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T, A ENEEREFTE L HIGEZ B, hEEREITImIEH
R L2009 /D, MRl Bl E ZEN™E. The very tough year of
2009 has passed, now we embark on the complicated new year of
2010. The future is complicated in that the global financial crisis is
not yet fully terminated and there are still lots of difficulties ahead
for the recovery of the still very unstable global economy. And the
problems that China’s EMM industry confronts will be no less
than that of 2009. Some of the problems will get even worse.

> (BERRFEZ FHR BRI AHFT RGBSR, LHZ200R2AR
FNEPE B CERR, FAVIAF LA 20105 BUF EIFRI G FRiw S 10
However, based on the rich experience we accumulate over the
years and the positive results in technology innovation, especially
the rapid development of 200 series stainless steel in China, we
have every confidence that we can still make greater
achievements in 2010.
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2. There is huge market demand for 200 stainlees steel
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After several years of technology research, the product quality of
200 series stainless steel has been greatly improved. The
properties of some products have been very close to that of 304
series. Now 200 has witnessed a rapid development in China, with
a production capacity of over 6 million tons. Fujian Wuhang
Stainless Steel Corporation alone has a production capacity of 3M.
The actual output of China in 2009 is over 4.5M tons at the most
conservative estimation, which is far ahead of India and makes
Chinathe largest producer of 200. This year’s total output is
estimated to be over 5M tons. The sound development of 200 SS
has provided huge and reliable market demand for EMM.
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3. Shifting focus from export to domestic demand
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<« Since 2005, China’s EMM market has gradually shifted

Its focus from export to domestic sales, with the export
volume steadily declining from a high level of 90% to a
mere 12% in 2009. Therefore, the change in the
International market now has little influence on China’s
EMM market. Such a shift of focus is a significant
change in China’s EMM industry and is also the most
fundamental reason for us to survive in the global
financial crisis. Moreover, it is also a very crucial
choice for the development of China’s EMM industry
with our own efforts.
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4. the strong support of new technology and technique
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» The successful application of a group of new material, equipment
and techniques have provide very strong support for the
development of China’s EMM industry, which will help to fulfill the
goals of energy reservation, consumption reduction and
environmental protection and to enhance the competitiveness of
EMM. Although China’'s EMM industry has shifted its focus from
export to domestic sales, both the domestic international market
will witness the fierce competition between medium/low carbon
ferromanganese and electro-thermic manganese metal. Thus only
by continuously raising quality and constantly reducing
production cost can the sustainable, stable and healthy
development of China’s EMM industry become possible.
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9. Rapid increase of the concentration ratio
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» The concentration ration of the industry will further increase. Citic
Dameng Mining, Hubei Hongxin Group, Ningxia Tianyuan, Jinrui New
Material Co., Ltd, Tianxiong Group, Songtao Sanhe and Chongging
Waulin, etc., are all actively improving their production technology and
expanding their production scale. After exceeding 100,K tons in its
output, Citic Dameng Mining is now heading for the next goal of 200K
tons. Both Hongxin and Tianyuan may fulfill the goal of 100K in output
this year. Only with the growth of main strong enterprises and the
Increase of concentration ratio can the technology improvement of
EMM industry be enhanced and the price of EMM be maintained at a
reasonable and stable level.
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6. unqualified enterprises will be eliminated at a

faster speed

2009 FHHFE A EERE, E17RENIEFF, BgEH7.47 0 515 EE
2008 @ =, XLl PR F HE &% ERES IMERIPFER AR
B SOE S | G #ERK, K% ErEse B8 K 1§ =20104F A [E B #2455 Tl
T IKARN—MEET(E.

- Due to various reasons, 17 enterprises were forced to cease
production in 2009, with a total output of 74K tons. 51 enterprises
have reduced their production capacity in 2009. Half of these
enterprises are equipped poorly and fail to fulfill the
environmental protection standard with high consumption. If they
cannot timely improve their production technology, they will be
eliminated. To accelerate the elimination of those unqualifed
manufacturers will be one of the main task for China’s EMM
Industry to shift its development pattern in 2010.
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7. The market price of EMM will fluctuate and go up
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» The EMM price this year will continue to maintain at a steady level.
And the overall trend will be upward in fluctuation. As the price of
all raw material and the electricity have been increased by a large
margin, the production cost (tax included) of most EMM
enterprises have approached 15K RMB per ton.And the cost of a
few enterprises have already exceeded 15K. Therefore, the market
price of EMM this year will fluctuate between 15,500 to 16,500
RMB per ton. Only the occurrence of major unexpected events
can enable the price to fluctuate in a wider range.
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