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MINING: IRON ORE IN THE TIGER YEAR

Gilberto Cardoso, M.Sc., MBA - CEO, Tarraco Commodities Solutions
GLOBAL INSIGHT 2022 - 2 DECEMBER 2021
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Crude steel production
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The heavy-hand of the
Chinese Government

The Chinese government ordered steel
makers to ensure that annual steel
production in 2021 remained on an
equal footing with 2020 levels.

Between July and December, China's
crude steel production is expected to
decline by 59 Mt, or 11% in the year, to
502 Mt, based on data from the
National Bureau of Statistics.

Chinese domestic demand is likely to
decline in the second half annually as
well, but the decline could be marginal
as the government began to boost
consumption and was also expected to
accelerate infrastructure construction.

As aresult, there would be a shortage of
at least 20 million to 30 Mt of steel (32-

48Mt) in the domestic market in the
second half of the year if China

successfully maintains its 2021 annual
production at the level seen in 2020.

CHINA'S ANNUAL CRUDE STEEL OUTPUT IN 2016-2021
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2022 LOOKS
POSITIVE..

* Thereis already a concern
within the Chinese
Government about this
cooling of the economy and
some kind of economic
stimulus is expected after
discussions with provincial
councillors.

The infrastructure and
manufacturing sectors are
expected to gain tractionin
2022 and steel production s
expected to accelerate after
the Beijing Olympics in late
February 2022.

In addition, at the end of 2022
there will be an important
Meeting of politburo to define
the new leader or lead the
current leader Mr. Xi which
traditionally should show
strong growth.
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THE WINNING HORSES

Considering a possible Vale
guidance scenario where
prices canvary in the range
between $90 to 120 per
metric ton, we made a
ranking based on:

High volumes
Low cost CFR China
High quality content

High realized prices

High margins
Low Risks & ESG

Peak scenario @ USD 120/dmt to Fe 62%

325 280 180 333 58 39

VOLUME (MTPY)

C1COST

US$/WMT 17.00 14.00 15.00
AVERAGE

FREIGHT COST TO 20.00 12.00 14.00
CHINA (US$/WMT)

CFR COST CHINA

(US$/DMT) 37.00 26.00 29.00
AVERAG FE (%) 64.00 62.00 62.00
AVERAGE

REALIZED PRICE 130.00 120.00 120.00
(US$/DMT)

SALES MARGIN 93.00 94.00 91.00
RISK LOW LOW LOW

(1) Rio Tinto number account only of WA operations.
(2) BHP numbers are annualised and refers to FY2020 — July to June
period.

Sources: Companies, Refinitiv and Tarraco Commodities Solutions estimates
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Financial estimates for 2022

ITEM/MINER VALE3.SA BHP.AX® FMG.AX RIO.L® AAL.L CMIN3.SA m

va’ e [EV/REVENUES  |REREWOY 245 2.32 2.07 1.65 1.49 1.87
EV/EBITDA 21 4.02 3.93 278 391 2.92 3.28

2.92 7.69 7.13 4.66 5.27 7.15 5.80

,-S h e aV" 21.74 9.87 11.11 16.65 9.87 8.76 13.00
Y FCF YIELD N/A 3253 11.72 11.99 18.89 -3.41 14.34
55.14 35.63 31.46 4285 30.35 27.4 37.14

(1) BHP - FY2022

discounted (2) Rio Tinto - FY2022

Sources: Companies, Refinitiv and Tarraco Commodities Solutions estimates
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Tarraco Commodities Solutions

Tarraco Commodities Solutions is a boutique commodity consultancy
empowered to offer complete solutions to companies across the commodity
market value chain

We are focused on 4 major pillars:
Market and financial analysis to support investment or trading decision-making
Formulation and execution of market strategies
Technical Marketing

Procurement
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Important Information and Disclaimer

THIS DOCUMENT IS INTENDED ONLY FOR THE PERSON TO WHOM IT HAS BEEN DELIVERED. THIS DOCUMENT DOES NOT CONSTITUTE AN OFFER TO SELL, ISNOT AN OFFER OR A
SOLICITATION OF AN OFFER IN RESPECT OF SECURITIES AND SHOULD NOT BE CONSTRUED AS AN OFFER OF ANY KIND OR THE SOLICITATION OF AN OFFER TO BUY IN ANY STATE
OR JURISDICTION TO ANY PERSON TO WHOM IT IS UNLAWFUL TO MAKE SUCH OFFER OR SOLICITATION.

THIS DOCUMENT AND THE TRADING STRATEGIES DISCUSSED WITHIN THE DOCUMENT ARE THE INTELLECTUAL PROPERTY OF GAUTAM JAIN AND MAY NOT BE REPLICATED,
REPRODUCED OR REDISTRIBUTED IN WHOLE OR IN PART NOR MAY ITS CONTENTS BE DISCLOSED TO ANY OTHER PERSON UNDER ANY CIRCUMSTANCES, WITHOUT THE EXPLICIT
CONSENT OF GAUTAM JAIN.

THE HYPOTHETICAL PERFORMANCE FIGURES HEREIN SHOULD NOT BE CONSTRUED AS INDICATIVE OF THE FUTURE PERFORMANCE OF THE STRATEGY OR OF ANY PROPOSED
TRADING PROGRAM. HYPOTHETICAL PERFORMANCE RESULTS HAVE MANY INHERENT LIMITATIONS, SOME OF WHICH ARE DESCRIBED BELOW. NO REPRESENTATION IS BEING
MADE THAT THE STRATEGY OR OF ANY PROPOSED TRADING PROGRAM WILL OR IS LIKELY TO ACHIEVE PROFITS OR LOSSES TO THOSE SHOWN. IN FACT, THERE ARE FREQUENTLY
SHARP DIFFERENCES BETWEEN HYPOTHETICAL PERFORMANCE RESULTS AND THE ACTUAL RESULTS SUBSEQUENTLY ACHIEVED BY ANY PARTICULAR TRADING PROGRAM. ONE OF
THE LIMITATIONS OF HYPOTHETICAL PERFORMANCE RESULTS IS THAT THEY ARE GENERALLY PREPARED WITH THE BENEFIT OF HINDSIGHT. IN ADDITION, HYPOTHETICAL
TRADING DOES NOT INVOLVE FINANCIAL RISK, AND NO HYPOTHETICAL TRADING RECORD CAN COMPLETELY ACCOUNT FOR THE IMPACT OF FINANCIAL RISK IN ACTUAL
TRADING. FOR EXAMPLE, THE ABILITY TO WITHSTAND LOSSES OR ADHERE TO A PARTICULAR TRADING PROGRAM IN SPITE OF TRADING LOSSES ARE MATERIAL POINTS WHICH
CAN ALSO ADVERSELY AFFECT ACTUAL TRADING RESULTS. THERE ARE NUMEROUS OTHER FACTORS RELATED TO THE MARKETS IN GENERAL OR TO THE IMPLEMENTATION OF
ANY SPECIFIC TRADING PROGRAM WHICH CANNOT BE FULLY ACCOUNTED FOR IN THE PREPARATION OF HYPOTHETICAL PERFORMANCE RESULTS AND ALL OF WHICH CAN
ADVERSELY AFFECT ACTUAL TRADING RESULTS. THE HYPOTHETICAL PERFORMANCE FIGURES PROVIDED HEREIN ARE CALCULATED BY GAUTAM JAIN AND ARE UNAUDITED.
THESE RESULTS ARE BASED ON SIMULATED OR HYPOTHETICAL PERFORMANCE RESULTS THAT HAVE CERTAIN INHERENT LIMITATIONS. UNLIKE THE RESULTS SHOWN IN AN
ACTUAL PERFORMANCE RECORD, THESE RESULTS DO NOT REPRESENT ACTUAL TRADING. ALSO, BECAUSE THESE TRADES HAVE NOT ACTUALLY BEEN EXECUTED, THESE RESULTS
MAY HAVE NOT ACTUALLY BEEN EXECUTED, THESE RESULTS MAY HAVE UNDER- OR OVER-COMPENSATED FOR THE IMPACT, IF ANY, OF CERTAIN MARKET FACTORS, SUCH AS LACK
OF LIQUIDITY. SIMULATED OR HYPOTHETICAL TRADING PROGRAMS IN GENERAL ARE ALSO SUBJECT TO THE FACT THAT THEY ARE DESIGNED WITH THE BENEFIT OF
HINDSIGHT. NO REPRESENTATION IS BEING MADE THAT ANY ACCOUNT WILL OR IS LIKELY TO ACHIEVE PROFITS OR LOSSES SIMILAR TO THESE BEING SHOWN.

EXPOSURE TO EMERGING MARKETS GENERALLY ENTAILS GREATER RISKS THAN EXPOSURE TO WELL-DEVELOPED MARKETS, INCLUDING POTENTIALLY SIGNIFICANT LEGAL,
ECONOMIC AND POLITICAL RISKS. THE PRICES OF EMERGING MARKET EXCHANGE RATES, SECURITIES AND OTHER ASSETS ARE OFTEN HIGHLY VOLATILE. MOVEMENTS IN SUCH
PRICES ARE INFLUENCED BY, AMONG OTHER THINGS, INTEREST RATES, CHANGING MARKET SUPPLY AND DEMAND, EXTERNAL MARKET FORCES (PARTICULARLY IN RELATION TO
MAJOR TRADING PARTNERS), TRADE, FISCAL, MONETARY PROGRAMS, POLICIES OF GOVERNMENTS, AND INTERNATIONAL POLITICAL AND ECONOMIC EVENTS AND POLICIES. ANY
PROJECTIONS, MARKET OUTLOOKS OR ESTIMATES IN THIS DOCUMENT ARE FORWARD LOOKING STATEMENTS AND ARE BASED UPON CERTAIN ASSUMPTIONS. OTHER EVENTS
WHICH WERE NOT TAKEN INTO ACCOUNT MAY OCCUR AND MAY SIGNIFICANTLY AFFECT RETURNS OR PERFORMANCE OF AN INVESTMENT. ANY PROJECTIONS, OUTLOOKS, OR
ASSUMPTIONS SHOULD NOT BE CONSTRUED TO BE INDICATIVE OF THE ACTUAL EVENTS WHICH WILL OCCUR. THE HYPOTHETICAL PERFORMANCE FIGURES HEREIN SHOULD NOT
BE CONSTRUED AS INDICATIVE OF THE FUTURE PERFORMANCE OF THE BASKET OR OF ANY PROPOSED TRADING PROGRAM.

N—~

OHMRESEARC H e

I'TARRACO

N\




Tarraco Commodities Solutions Pte. Ltd.

3 Phillip Street, #16-02A Royal Group Building, Singapore, 04893,
Singapore

www.tarracosolutions.com

Gilberto.Cardoso@tarracosolutions.com

+44 7553 935397/ +34 682502571
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