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Z2 HATCH

Our organisation

» Hatch supplies business, process and technology consulting, design and engineering
and construction, operations and project management to the mining and metals, energy and
infrastructure industries worldwide

- Established 1955 and employee owned
« 8000 highly skilled people serving clients worldwide

« US$16BN of projects now under management in 60 countries
Our values
« Safety

* Quality

Innovation

Sustainable development

Effective risk management
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We deliver unprecedented and sustained results for our clients




HATCH CONSULTING
Hatch Consulting is the leading management consultancy dedicated

to the mining and metals industries

- Hatch Consulting is the world’s leading management consultancy specialising in the
mining and metals industries and provides high level support services, ranging from
corporate and business strategy development through strategic market studies to
implementation of new technologies, management and operating practices

« Hatch Consulting is organised into specialised practices by industry and service, combining
to provide precise solutions, expertly delivered to the exact needs of each individual client

- Hatch Iron and Steel Consulting is the strategy and market development practice,
specialising in steel and raw materials, and providing strategy development and
implementation services

« Investment and Business Planning (IBP) provides economic, environmental and
technical evaluations of minerals properties and processing facilities, due diligence, pre-
feasibility and feasibility studies and related investment planning and appraisal services

- Hatch Corporate Finance a FSA-regulated joint venture company, provides corporate
financial advisory and transaction execution services

(%2]
@®
X
(<))
|_
c
@]
+—
2
>
o
I
')
N
[\
(Q\]
{=
(S]
S
@
=
@
(&)
=
()
S
(&)
y—
=
O
O
(D)
-
o
o3
(¢}
0
>
|_
©
()
+—
n
2
o™
=
=
<




THE GLOBAL SEAMLESS OCTG MARKET
Global reach and resources

8000 staff — February 2010

CANADA

Calgary, AMberta 5t. Jdohn's, Newfoundland & Labrador

Halifax, Mowa Scotia Sorel-Tracy, Québec

hortréal, Duebec Sudbury, Ortario

Miagara Falls, Ontaric Tararta, Ontaric

Dakville, Oritario “Ancouver, Briteh Columbia EUROPE
Saskatoon, Saskatchewan Winnipeg, hianitoba London, England

hdozcow, Russia

CHINA

Biijing

Shanghai

IHDIA
Mew Delhi

usa
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Amherst, Mew York Hew York, Hew Yark
Baltimore, Waryland Penzacala, Florda
Boston, Massachusetts  Phoenix, Arzona
Buffala, Hew Yark Pitt=burgh, Pennsyhiania
Cleveland, Ohia Sacramenta, California
Denwver, Calorada San Diego, Califomnia MALAYSIA
Houston, Texas San Francisco, Califomnia P v
hllbum, Hew Jersey Seattle, Wiazhington P 5
SOUTH —HOUMER
AMERICA SOUTH AFRICA
Artofagasta, Chile gﬁé‘;‘gﬁb”"g :
Belo Horizonte, Brazil {
i e Richands Bay p”
Santiago, Chile
530 Luis, Brazil .
R 530 Paule, Brazil AUSTRALIA
Brizbane Perth
Gladstone Syrdney
hiachkay Tow nzwille
hielboume Mitnyalla
Mewcastle Miallongang
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The global seamless OCTG market in 2009
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THE GLOBAL SEAMLESS OCTG MARKET
Global seamless OCTG production spiked in 2008 but dropped into 2009 as

demand fell

Global seamless OCTG production (kt) Global seamless OCTG consumption (kt)

Rising Chinese
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Source: various and Hatch estimates




THE GLOBAL SEAMLESS OCTG MARKET
China now dominates seamless OCTG production - The Americas, Europe and
Japan are the leaders in proprietary & premium connection production

Global seamless OCTG production showing leading producers by continent

— Amrgn?:\ voestalpine -
@ ETenaris i lp - Y JFE Steel Corporation

- ® veowree| = Tenaris
= e
/ Tenaris

S

() SUMTONO METALS

\' vallourec

-y

O 2-3Mt
O Over 3Mt

@ Established

_J"/ _!mgua_ \g,:é!.':
‘, BACSTEEL os in
@_ CORPORATON

MAHARASHTRA SEAMLESS LIMITED
An IS0 9001 : 2000 Company
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manufacture of 4
proprietary grades & ! P4
premium Total global seamless OCTG production 2009 = 9.9Mt
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THE GLOBAL SEAMLESS OCTG MARKET
Despite the downturn, the USA remains the largest consumer of seamless OCTG

in the world; China has emerged as the second major consuming market,
followed by Russia and MENA

Global seamless OCTG consumption shown by region (Mt)

The four major OCTG

markets account for _ .
85% of global

demand

QOver 3Mt

LI VETIR I ENIILELILIGEEE Total global seamless OCTG consumption in 2009 = 9.4Mt
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Will Chinese over-supply continue?
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THE GLOBAL SEAMLESS OCTG MARKET _ o
By 2008 Chinese seamless OCTG production significantly exceeded demand.

In 2009 following the trade case filed in the US OCTG exports from China
dropped significantly

O Seamless Drill Pipe £168.3mm

B Seamless OCTG Production

O Seamless OCTG Consumption B Seamless Casing and Tubing

0 Chinese seamless OCTG production and consumption Chinese seamless OCTG exports (kt)
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Source: Company interview, Chinese Steel Pipe and Tube Council and Hatch estimates
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THE GLOBAL SEAMLESS OCTG MARKET
The drop of exports from China in 2009 coincided with the global slow down

and the opportunity for China to export OCTG was significantly limited

Chinese seamless OCTG exports by region 2008 and 2009 (Mt)
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g 1.00 - were the major countries to see an increase of Chinese
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@]
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% 0O USA O Other North America import duties of 15% are in place for seamless OCTG
<
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THE GLOBAL SEAMLESS OCTG MARKET
Domestic seamless pipe consumption increased sharply in China in 2009,

suggesting a shift in product mix by local mills from OCTG to Industrial pipe

Chinese seamless pipe production and consumption in Chinese seamless OCTG consumption and
@ 2008 and 2009 (Mt) exports (Mt)
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Can the MENA market replace the US market as the “market of choice” for Chinese
exporters?
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THE GLOBAL SEAMLESS OCTG MARKET
Of the four major OCTG consuming markets, MENA is the one market where

collective anti-dumping duties/import taxes are not in place on Chinese OCTG
casing and tubing

Seamless OCTG consumption in MENA in 2008

Total market size = 1.57 Mt
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Source: various and Hatch




THE GLOBAL SEAMLESS OCTG MARKET
However, the MENA market is not controlled by stockists, but rather NOC’s
which make it difficult for China to quickly penetrate these markets

Overview of leading end-users of seamless OCTG products in the
MENA region

*  End-use demand for OCTG in the MENA
market is dominated by National QOil
Companies (NOC'’s) such as Saudi
Aramco, ADNOC, KOC and Sonatrach

*  OCTG manufactures must go through an
approval process in order to be able to
supply to these NOC'’s

National Iranian
= Oil Company

. In certain cases this approval
process can take several months

«  For many of the MENA countries it will
also be difficult for new mills to penetrate
the proprietary/premium connection
market that Tenaris, Sumitomo and

Vallourec dominate Identified Super Majors/IOC'’s also of

importance:

« As aresult, Chinese OCTG can not

instantly flood the MENA markets T
Xy ConocoPhillips
Energy for tamorrow

GLOBAL
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THE GLOBAL SEAMLESS OCTG MARKET
The MENA market will also use premium connections on some simple API

grades of OCTG restricting the access of non-premium connection imports

Use of premium connections in the MENA market in 2009

«  Seamless OCTG used in MENA requires just
under 30% premium connections

«  For many MENA countries, premium connections

are used extensively on “simple” grades such as Premium
API group 2 connection
28%

*  Proprietary grades account for 7% of the market
demand in 2009

*  North African countries like Algeria, more reliant
on API group 1, have seen a rise in commodity
imports from China in 2009

«  The GCC countries and Iran which are more API
exposed to higher API grades than Algeria connection
heavily rely on premium connections 2%

* It remains difficult for a number of Chinese
mills to increase their presence here
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Outlook for the market and potential opportunities for American exporters
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THE GLOBAL SEAMLESS OCTG MARKET

Rig count numbers have begun rising sharply since July 2009 and long-term oil
prices suggest $100/barrel will be breached again towards the end of the decade

Worldwide rig counts Jan 07 — Mar 2010

A further 1000
5000 - rigs have

entered the
4500 4 market since

May 2009

2500
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SEEIPE PSSO @S O
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H® Latin America E Europe

O Africa E Middle East
B Far East O Canada
mUS. O Russia and Caspian

Source: Baker Hughes, Mi Swaco, EIA and Hatch

Forecast oil and gas prices to 2020
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THE GLOBAL SEAMLESS OCTG MARKET
This supports a forecast strengthening demand for seamless OCTG, with
China expected to be the largest market by 2018 surpassing the USA
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Forecast global seamless OCTG demand (kt)

By 2018, China is forecasttohave .|
a 35% share of the market with

CAGR = 2.29% North America having 25%

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

B North America B South America B China B EU O MENA OCIS OIndia B SE Asia O Others

Source: Hatch offices worldwide 21



THE GLOBAL SEAMLESS OCTG MARKET
Chinese mills are likely to increase their production mix’s away from the OCTG

market. With a weakening dollar, US mills could look to the export market

- The MENA market can not absorb seamless OCTG from US dollar to Euro exchange rate
China that was initially targeted for the USA
1.5 - >
« It will take Chinese mills a number of years to build up The US dollar has
any sizeable market share in many MENA countries been weakening
1.45

against the Euro

. With the US and Russia unavailable for Chinese since Feb 09

seamless OCTG exports, Chinese s mills will have to
continue to shift production from OCTG to markets such 1.4 -
as the industrial sector

. US OCTG mills are likely to see a continued improving 1.35 -
market in 2010/11 as domestic drilling demand rises on
the back of the gas shale's and competition from imports
is reduced

1.3

. Latin American markets such as Brazil, coupled with
markets in Western Africa and MENA could offer long-
term export potential for US OCTG producers, particularly 1.25 -
as the dollar weakens against other currencies

* Having premium connections and proprietary grades 1.2 ‘ ‘ ‘ ‘ rt ! ! ! !
is likely to improve market penetration for American Sep Oct Nov Dec Jan Feb Mar Apr May Jun
mills in a number of countries 08 08 08 08 09 09 09 09 09 09
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Source: Oanda and Hatch
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THE GLOBAL SEAMLESS OCTG MARKET _ _ _
Thank you for your attention. For further information on our pipe and tube

consulting please contact: % H nTch

@

k2 James Ley Roman Filimonov

< Hatch Iron & Steel Consulting Hatch Iron & Steel Consulting
@ =1 9t Floor, Portland House, =1 9th Floor, Portland House,

= Bressenden Place, London, Bressenden Place, London, SW1E
] SW1E 5BH, UK 5BH, UK

N @ +44 (0) 20 7906 5127 @ 1 44 (0) 20 7906 5129

S >4 jley@hatch-europe.com >4 rfilimonov@hatch-europe.com
©

2

% Lynn Lupori-Gray Terance Ko

= Hatch Iron & Steel Consulting Hatch Iron & Steel Consulting
& =) 1600 West Carson Street, Gateway =] Room 1108-09, Tower W1,

3 View Plaza, Pittsburgh, PA 15219, Oriental Plaza, Beijing, 100738,
§ USA China

; B + 1412 497 2067 & + 86 10 8500 2180

7 < llupori-gray@hatch.ca < tko@hatch.com.cn
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