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steel output reached a record high

b 3% K 15.9%,

v b3 K 13.5%, SAMFE #H69243.7277 7k (4
), e B3R 15.9%, 4 4k $54374.827 vk,

In 2009, China’s crude steel output reached 567.8424 mil tons, an increase of 13.5% on the
previous year. The output of rolled steel products amounted to 692.4372 mil tons including
cold rolled steel and finished steel, up by 15.9% year on year. Output of cast iron was
543.7482 mil tons, an increase of 15.9% on the previous year.

2. & E & MR = = 6t €A 2008-F 69 37.72% K e 4% = £ T 2009-F 4946.55%. 4k E —
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China’s market share of extensive steel jumped from 37.72% in 2008 to 46.55% in 2009. china’s

steel output is almost the total of the bottom 23 countrie in the world.
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tons or 24.8%
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steel output reached a record hngh
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In 2009, affected by the large-scale domestic investment, the IFC and the
slump of export, domestic apparent consumption of crude steel (output-net
export volume) amounted to 564.99 mil tons, an increase of 112.33 mil

yoy. This means it’s the first time that china has achieved an

increase of 100 mil tons of apparent consumption in just one year.
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growth rate of small-and-medium sized sremarkably higher than

that of big 4

. 2009#?%?\%\‘199*'%\115 M. %, MEEKES
F213.7%, T 3K ES R H24.7% . 18. 5%7%n27 3%,

* In 2009, the grow rate of steel, iron and timber output by major big
enterprises were 11.3% . 15.3% &13.7% respectively, but that of small-
and-medium sized enterprises were 24.7% . 18.5% & 27.3%

respectively.
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KA E _EFF, #AFHLS
product grew while that of flat product declined

1. 2009-F 44t (B4 4LRm I M) F#E F L A50.8%, BILLTFHE2.0MNE 9 % it (REEWF) =

z T [ ratio of long

#24628.57 7k, REHIEK11.7%, FrhbE 435.6%, BT %2284 4. In 2009, tube sheet
accounted for 50.8% of the output of rolled steel including cold rolled steel and finished steel, an

decrease of 2%. The output of steel strip excluding narrow strip, was 246.285 mil tons, up by 11.7%
yoy, accounting for 35.6% of the total rolled steel output, an decrease of 2.2%.

2.2009F-4 f = 1215177 vk, Rl HIEK27.1%, 4&AF= 295867 L, R b3gK20.9%. In 2009, the
output of steel bar was 121.51 mil tons, up by 27.1% yoy. The output of wire rod reached 95.86 mil
tons, an increase of 20.9% compared with the previous year.

2009 2008 Change Growth rate,%

Finished steel 692.44 584.34 108.10 18.5

Railway steel 5.86 4.74 1.12 235
Overweight,% 0.8 0.8 0.0

Long 323.68 262.41 61.27 23.3
Overweight,% 46.7 44.9 1.8

Flat and tube 351.59 308.41 43.18 14.0
Overweight,% 50.8 52.8 -2.0

In which: flat (excluding narrow strip) 246.29 220.41 25.88 11.7
Overweight,% 35.6 37.7 -2.2

Narrow strip 52.49 41.44 11.05 26.7
Overweight,% 7.6 7.1 0.5

Tube 52.82 46.57 6.25 134
Overweight,% 7.6 8.0 -0.3
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¥ FF o, FFF4 3 2net import volume in the first half
year and net export volume in the second half year in 2009

1. 20095 TEFRTHE RKEYS, 2FH 24042459, 657 v, 4N3R4. 3277wk, I AHL4R HH ©2620. 9675 vk,
b L SF0% 0 3803. 697 vk, TFIE59.2%: B — A @, XILEZA, BEIR, BATHMHAN £69%%, 2009513t o
SAA1763. 277 vk, 4RNIR458. 57 vk, T AFL4N3E 02334, 25 vh,, b ESF38m672. 767 vh, L 40, 49%,

In 2009, due to the decline of international market demands, china’s annual export volume of

rol led steel was only 24.5965 tons, and billet 43.2 thousand tons, or 26.2096 mil of crude steel.
This represents an decrease of 38.0369 tons or 59.2%. On the other hand, due to the exchange
rate variation and price differences between international and domestic markets, in 2009 china
imported 17.632 mil tons of rolled steel, 4.585 mil tons of billet or 23.3425 mil|l tons of crude
steel, representing an increase of 6.7276 mil tons or 40. 4%9%.

2. 2009-F4NAt. MMIrsth o ARk, AAoHAN1-7TH Bt 3t 0185. 377 vb, 8-12 F & 454 F 2 IHL4N 4
o, Bt o472.087 vk, KHATIANH 93w, A FHL4ANF H 1286, 717 vh,

The year 2009 witnessed a balance in china’s import and export of rolled steel and billet. From
Jan to July, the net import volume was 1.8537 mil tons in terms of crude steel. From Aug to

Dem, the net export volume of crude steel reached 4.7208 tons, balancing out the trade deficit of
the previous 7 months. Thus, achieving a net export volume of 2.8671 mil in the year 2009.

Steel product export patternin 2009,% Steel product import pattern in 2009,%
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AT 3% T AL U Situations in the Steel Market

1. & FMAIA& B A E R )y, ZaMmAE R E7A £110.15%, RIK4A K
05.56,%, K3t E14.59,%, b L5 44.58 .

* Fluctuation of rolled steel was slighter than the previous year throughout 2009. The
aggregate price index reached its peak of 111.15 at the end of July and its lowest
point of 95.56 at late April, with a swing of 14.59, an decrease of 44.58 points year on
year.

o 20094 B AMMMAE-TFH 22 6454103.12,&, tb 5T 424.54% . 2009-FH A -F 3
AT 4540103.05,%, b EFF424.56%; 20095F H A KM M4&-F ¥ 454107.11%, b
LFRIAT423.42%

 The year 2009 witnessed the domestic aggregate price index of rolled steel price

reaching 103.12, the domestic average index of flat steel 103.05 points, and long
steel 107.11 points, down by 24.54%, 24.56% and 23.42% on the previous year

respectively.
SZ AL A SZA A LN 2 A
S R A 20094F V- 4% 2008412tk & Ak, % Steel price index
4 D 6.5mm 3608 4772 -1164 -24.39 170
160 - aggregative index \
PEATEN D 12-25 mm 3748 4797 -1049 -21.87 150 ——flat product index \
140 / \ long product index | \
HhEEL6 mm 4189 6026 -1837 -30.48 10 ‘
HAELHARL mm 4167 5531 -1364 -24.66 120
110 +
#AAEH2.75 mm 3808 5115 -1307 -25.55 100 |
Y ELER0.5 mm 5011 6323 -1312 -20.75 %0 ¢
80 [
HEEERRO0.5 mm 5037 6486 -1449 -22.34
TCE4EE159*6 mm 4760 6444 -1684 -26.13
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AT 3% T AL U Situations in the Steel Market

#r Zprice A, %
Al A F kS type &specification 20094F 34 ik 20084F -4 ¥ difference change
Y4 O 6.5mm
Carbon Steel Wire Rods 3608 4772 -1164 -24.39
I2 SN D 12-25mm
deformed steel bars 3748 4797 -1049 -21.87
1 JZ£ 46 mm Hot rolled steel
plate 4189 6026 -1837 -30.48
Pk A1 mm Hot rolled sheet 4167 5531 -1364 -24.66
M 2.75 mm Hot rolled coil 3808 5115 -1307 -25.55
%L #20.5 mm Cold rolled
sheet 5011 6323 -1312 -20.75
HEEERZ0.5 mm Galvanized
plate/plate 5037 6486 -1449 -22.34
Te4%45159*6 mm Seamless steel
tube 4760 6444 -1684 -26.13
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SRA TR 3% T AL DU situations of the Steel Market

Steel price index
170
160 aggregative index
150 ﬁ ==flat product index
140 long product index
130
120 +
110 | f/%:5:257 )
100 - 3
o0 | A
80 | I I I I I | |
et & E“ . N = & L &
gﬁ%iﬂg: LRy EEQE: 3 Egdg § &Eng E?Céjﬁﬁgﬁ * E%—-%
2005 2006 2007 2008 2009

104 V25 R GO



) IR & Ja TAE B 4t i progress achieved in
eliminating backward production capacity

o 20095 B &K% G OIIEMN, ek T e o Ak 216917
b 4221137 vk, 57 H B 42 F A4 (20094 5 AL s HE L
VESeHE) HLZ 69" K %6 6007 b, M4k 7~ 36100077
wABEL, 20094 & F R IREKGMREE ~ RS H1E
570

e In 2009, china successfully eliminated 16.91 mil tons of
backward steelmaking capacity and 21.13 mil tons of
backward ironmaking capacity. Compared with the
objective of eliminating 6 mil tons of backward
steelmaking and 10mil tons of ironmaking set by
<arrangement of energy-saving and emission-
reduction work for 2009> issued by the State
Counclil in July 2009, our achievements In this

respect were over two times more.
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Tk % +F K& #2 Z concentraton of China steel industry
enhanced

1.2009F3A18, EZMERGAUMNEREXEZF THTHENE I, E4R1A20.2141C
TLIAF T % 4025 56.15% 89 45 1% A o

1. On Mar 1st,2009, Shanghai Baosteel Group Corporation Limited and Hangzhou
Iron & Steel Group Company signed an agreement on restructuring Ningbo Steel
Company. Shanghai Baosteel Group bought 56.15% of Ningbo steel company’s
equity/share with 2.0214 biI yuan.

2.2009F8A8H, HANENS H5LEHKIGNEA RN S A RKBRFTEATHE LN
X, B ﬂii&)\ijﬁmfﬂfk

2. 0On Aug 8, 2009, shougang Company and Changzhi Iron &Steel(Group)Co., Ltd
held a signing ceremony on the restructuring agreement, which marked the entering
of Shougana comnanv into Chanazhi iron $ Steel Co. Itd

Concentration of China steel industry,%
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1k & + & 4% % Concentraton of China steel industry
enhanced

3. 2009 AN EA(). ERER KNERA AER, TWRERSEK FH4
fﬂﬂiﬁ?éﬁ/\ﬂé 4 £ H49165.0182 mil b, & Y FHAARE 2 6929.1%,
tb2008F 425 7 0.54F 4 &

3. In 2009, Hebei Iron and Steel Group , Shanghai Baosteel Group,

Wuhan Iron and Steel Group , the saddle of the Group , Shagang Group,
which are the top five crude steel producers, achieved a total output of
165.0182 mil tons, accounting for 29.1% of the country’s total raw steel
output and an increase of 0.5% over 2008.
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1. 20095F, 68K & = K P A éﬂ‘fk/\.]ki‘f)uj——”’—m F4120684.661C T, R TF412.75%:; KA féﬁﬂi
N22478.581¢ T, RLTFI%10.10%; 5% #4]/9553.881C T, ﬂthI‘k31 43% (4% 550 6 Am
BALE)

1.in 2009, 68 key large-and-medium sized steel companies achieved an total output of 2.068466
trillion yuan, an sales value of 2.247858 trillion yuan and an profit of 55.388 bil yuan including
investment income and asset impairment adjustment, representing an decrease of 12.75%,
10.10% and 31.43% yoy respectively

2. 2009F 4 «i%iméﬁ#%é? A VAR E AR T AR KRR T [ VAR E
ggé;k&ma B BT ol T L A R B A T e e A T Aok 2 2 %ok i 8

2. the year 2009 witnessed the following characteristic in economic benefit. First, there was a
considerable cut-back in the profit of large-and-medium sized companies. Second, small-and-
medium sized enterprises focusmg on long products enjoyed good economic returns. It can be
concluded that a company’s product structure, the price of raw materials and the fluctuation of
rolled steel cost price are the three major factors that influence a company’s profit.

Profit of large and medium sized steel companies in 2009
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F R EZ T Binvestment in fixed assets
declined in 2009

o 20094 B &5 1B JEIE o Tk % %A% 5 3206.1212 4, R T #1.3%. @4 B
B 5 3 = 4% 938 KR X K $130.5%, B &£k L ARG LIZIT841.391C L, Rt

3 K23.9%,

* |n 2009, the investment in smelting and pressing of ferrous metals amounted to
320.612 bil yuan , an decrease of 1.3% yoy, while the national urban growth rate of

investment In fixed assets reached 30.5%. Investments in ferrous mining and
dressing amounted to 84.139 bil yuan, an increase of 23.9% yoy.

o W EFRITHEISINE S &, AT & T404.751bil T, Fl3EK3.2%
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At B 4 ¥ minventory of rolled steel increased

o AUE1IA K, 2E26) T ERMMT G RN RMALREAE LT H13677 78, FibE
1357wk, FH1@10.9%. L F: &M BLUREAE KR AAI, 54130 LA
716.5%4225.2%; #HE. AWREHSH LA T6.0%424.3%; FHHEHF M LT
1.6%.,

By the end of Jan 2009, the total inventory of 5 types of rolled steel in 26 major
steel market in China amounted to 13.67 mil tons, a link relative growth of 1.35 mil
tons, up by 10.9%. Among this, inventory of wire rod and deformed steel bars
enjoyed the most significant growth, marking an link relative growth of 16.5% and
25.2% respectively; inventory of Hot rooled coil and cold plate increased by 6.0%
and 4.3 % respectively. Medium plate inventory had a slight increase of 1.6%.

WA PEAT AR ARG O, 7 i
—— Al —m— RGN Zeb Pl —x— B —e— iRk
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J2 A ax, A~ _E FFraw material cost rose in 2009

o [FBENISEFMIKE, KERHATHOMNAEEREZEE
o 51 R E AT BB ks

« Along with the recovery of the economy at home and
abroad, the price of bulk raw materials is picking up
rapidly in recent months, especial the price of domestic

lron ore.
B RS, ST/ VadetE. Rk, PRI o/
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o 20095F A4 B ® K &~ &K 2248461 1., b ESF3 K 30.1%.

» The total national investments in fixed assets amounted to 22.4846 trillion yuan in 2009, an yoy
increase of 30.1%.

o 20094F A K T &I 238 09,597 10T, Btk %384.695 10T,

* In 2009, RMB loans in various forms increased by 9.59 trillion yuan, up by 4.69 trillion yuan on
the previous year.,

« 20094F, & E#J TR H3447694, tbEF R AL 87694/ ; 7€ TR H 4615444, tbEF
Bl #4738 /m 1023314, # A L B+ X 2 4%37151941.7312 T, RIL3EK67.2%; & TR B 1 X]
B AZH420140. 711, B3 K32.3%,

» The year 2009 also witnessed the start of construction of 344,769 new projects, 87.694 more than
that of 2008; and projects under construction amounting to 461,544, 102,331 more than 2008. the
total investment in newly started projects reached 15.194173 trillion yuan, up by 67.2% on 2008,
and construction project 42.014071 trillion yuan, up by 32.3% on 2008.

TIEFEs B e TIHEL B LI E RIS, 10T
160000 151941. 73120

05.9 136922—
140000 875 87.7 0.7 8 12461 100

60
| 50 5 87. 73 ,
120000 | 83.1 8L7112170— ¢
| 20 67.2| 80
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80000 | 73829.66. 83| jBL | &
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36797 140
000 22650 B |
20000 (7437 H —— 3 % |
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FEIVHFEHEK
output growth in major industrial products

—d

L 20094 7= B K%
P44 %P industrial boiler 7% ) ifisteam ton 292, 149. 85 18.4
KENHL engine JiFF.10,000 kilowatt 8.480203 tril 30.1
& JEVIHIPLRKmetal cutting machine J7 10,000 pieces 580. 5thousand -13.6
H2h F3¢ 30 T H Portable Electric Tools ks 2.491271tril 1.9
4 JEIR R & #metal Melting Equipment fifg 617,731. 93 -10.2
JK¥e & ¥ % cement special equipment i 764, 457. 80 24.5
kLR P74 H 5% special equipment for feed production & 250, 248. 00 30.4
fu¢ % H ¥ #-packaging equipment &) 63, 290. 87 -2.8
KB HL* Large and Medium Tractors J1£10,000 371, 000 30.6
/N R AL small tractors Ji£10.000 189. 22 9.8
KAV5 YL B ¥4 4% air-pollution prevention equipment & 80, 712. 40 28.1
2 Pl % railway locomotives il 1, 753. 00 37.2
V4> cars L] 13. 795mi 1 48.2
AN T AN civil steel ships/boats 43.9431mil 40.1

JI# E I (DWT) dead weight ton

KL% power equipment ST 1.199387 tril -12.4
AL SN Alternating-current motor Tk 1.871014 tril -4.6
F YL home washing machine YikE) 49. 3584mi 1 13.0
X LKA * household refrigerators Yk 59. 305mil 24.7
FH¥ fihousehold freezers e 12. 5803mil 23.8
[ 1) 2350 15 #%* room air-conditioner Yiks) 80. 782mi 1 -1.91

—




FEIVHFEHEK
output growth in major industrial products

20097F VT4 MRS S AR FWUBIES: i s A 8K 2
§T: B SSORN (1 av) I P S 7 [ o 7 R e T
The significant growth in output of automobiles, ships and boats,
household electric appliances and agricultural machinery gave
a impetus to the growth in demands for steel plates.

104 V25 R GO
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&, B W H 7
consumption structure of China’s Rolled steel products
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A& B R AFIH T 24
consumption structure of China’s Rolled steel products
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7%, B % ﬂ?ﬁ?féﬁi%/é T AT,
RINARAZROIIEAT ),

E BT &9 7Y %% b7 417%\:\
50%,

Traditional
construction industry
remains the major
consumer of rolled
steel, accounting for
50% of nation’s total
rolled steel
consumption.

A& T Ak A A BUAR A
AE A T

In manufacturing

Industry, the main

consumer of rolled

steel are machinery and
automobile industries. 21



x12010-F49 &% outlook on 2010

1. #3% (BXF) TH: 2009F ik, BRHEET —R 553> H KB E,
%%%k#+%ﬁ%&i§%Fﬁ%ﬁa Fp ) AU G 5 ﬁk%ﬁﬁﬁﬁ
TR R R o gﬁtﬁﬁ«lﬂ‘?‘f%i’&ﬁ—rﬁ%ﬁi‘lf‘&éﬁfi% Ve o 4220104 H 7 54
ZIRFRN B, N FAE B o BAE B A L2009 38 ho—42 . b, 20105F
Al%%F&NTAﬁaTV,wl@ﬁ%&l@#%%%NW$%$%o

1. construction (real-estate) market: Since 2009, the government has been
Issuing a series of policies on the real estate sector, specifying the objectives of
strengthening real estate market regulation and controling house purchasing as
investment and speculation so as to promote the balanced and healthy
development of the real estate market. These policies will somewhat impose
suppression on the development of the real estate market. Nevertheless, in 2010,
the government is to double the number of price-limit houses, public rental
housing and settlement houses on the basis of 2009. therefore investments in in
real estate are not going to decrease in 2010. Construction area and area
completed in 2010 will remain at the same level of 2009.

2. DUtk : 2009-F A 41k B A A B b3E K 16.07%, 2010-F = 4438 K& B M+t 7] &
]}5%)/'75 LA EE KR E TR 10% 2 A B e A)IE3E Kk F T A8 ik 3]15%

2. Machinery: In 2009, the total output of the entire machinery industry increased
by 16.07% compared with 2008. The growth rate in machinery sales is estimated
to reach 15% in 2010, and profit growth rate 10%, foreign exchange earning
growth rate around 15%.

e TSR RS 0 >



x12010-F49 &% outlook on 2010

3. A% : 2009 & B A% =40 A X 13797 % A=13647 44, Ry A3 K48%A=46%, &K
5% —. 20104 % 4 24 2/1500-16007 4.

3. automobile: in 2009, china’s automobile output and sales amounted to 13.79 mil &
13.64 mil respectively, representing an increase of 48% and 46% respectively, ranking
first in the world. Output in 2010 is likely to reach 15 mil to 16 mil.

4. & f6: 20095, AERAET T E42437 HEok, Bl KATY; HAREAMHITE26007 HE
wh, BT M55%; FH#A6A01T 8188177 S Enk, FILT 8%, 1120105 % L& 7 fit & 2
50007 #.Z »k.,

4. ship building: in 2009, national completions amounted to 42.43 mil (DWT) dead weight
tons, up by 47% year on year. New orders came up to 26 mil tons, down by 55%; orders
in hand stood at 188.17 mil DWT, down by 8% compared with the previous year. It's
estimated that the completions will reach 50 mil DWT in 2010.
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5. railway: The year 2009 witnessed an investment of 600 bil yuan in capital construction,
up by 265 bil yuan or 79% compared with 2008, exceeding the total investment in railway

construction (during china’s “ninth five-years plan” period and “tenth five-year plan”
period), namely, from 1996-2005.

5.20105, 2% SHFE 2 =& A82351Met, H o AAZFTZITO00MA, X & 4H$3690
NE, ER%AH31I50 2, AKX TA4613NE, B LK F3438 02, ©RAAKF6401 2,

5. National investment in fixed assets will reach 82.35 bil yuan in 2010, among which,
there will be 700 bil yuan for investment in capital construction. 2010 will witness 3690
kilometers of Newline track laying, 3150 kilometers of double-track laying, 4613 kilometer
of new lines to be put into operation and 3438 kilometers of electric railway to be put into
operation.
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* 6. household appliances: due to the implementation of the "home
appliances to the countryside" policy, the rural market has been almost
saturated. But with the development of real estate and the recovery of
export, growth is possible in 2010.

o 7. H%: f_/\'fﬁ%x'fﬁ%/‘i’fl%%&k 2009-4F 78 A A K 2917007 vk,
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e 7. hardware: hardware market was impacted by the financial crisis in
2009 with a consumption of 17 mil tons of rolled steel, the majority of
which was ware rod, including 1.7 mil tons of stainless steel. Steel
consumption is estimated to increase by 6% in 2010, including 1.8 mil
tons of stainless steel.

. Eii 2010F £ & A AMAT L 69 F KA A A3 K, Sa9MERKEA
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. To conclude, 2010 will witness growth In steel consumption by major
consuming industries. And The total steel consumption is likely to
exceed 600 mil tons.
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1. In 2010, the chinese government is going to continue to implement a
series of positive fiscal polices and moderately loose currency
policies. But the implementation will be remarkably more intensified
than 20009.

2. WREGNFRH R, ARBEEFRERME R G AR, 12
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Ko

2. The recovery of the world economy will create a more favorable
International environment for china’s economic development. But
the trade protectionism will impose negative impacts on our export.
Therefore, there might be limitation on china’s export in 2010.

3. 20094 K= #7177 L B FFE £ 2]2010F, Ht, Bl i~ & TRAR
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Most of the newly started projects in 2009 will continue their
construction in 2010. As a result, investment in fixed asset will
remain at a relatively high level, thus providing strong support for
the development of the steel market. l
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. The steel industry will carry on with its structural
adjustment. The government is going to issue a series
of policies to encourage acquisition and merging,
elimination of backward production capacity and
Industrial adjustment.

. 2010-F M4k &£ = RIRBM AT T4 ik, AR s W
ﬁ%i?ﬁi ] 3 34 %iﬁi@%ﬁ%%%m AW AF
%A%L%ﬁ%&m O E A, AR R R 69
7 B4 T I A S A e A b R A
. It's estimated that the price of raw materials for steel
making will rise in 2010, thus increasing the production
cost of steel making, which may lead to higher price of
rolled steel compared with 2009. However, market

iInventory and pressure of overcapacity will hold the price
within a reasonable scope.

104 V25 R GO

26



i 4 !



