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Legal Notice / Disclaimer

This presentation is published solely for informational purposes and does not constitute
investment, legal, tax or other advice nor is it to be relied upon in making an investment decision.
Information contained herein has been taken from sources considered by Merafe Resources to be reliable
but no warranty is given that such information is accurate or complete and it should not be relied on as
such. Views and opinions expressed in this presentation reflect the judgment of Merafe Resources as of
the date of this presentation and are subject to change. Merafe Resources will not be responsible for any
liability for loss or damage of any kind which arises, directly or indirectly, and is caused by the use of any of
the information provided.

The entire presentation is subject to copyright with all rights reserved. The information contained herein
shall not be published, rewritten for broadcast or publication or redistributed in any medium without prior
written permission from Merafe Resources.

Prospective investors should take appropriate investment advice and inform themselves as to applicable
legal requirements, exchange control regulations and taxes in the countries of their citizenship, residence
or domicile.

The distribution of the information contained in this presentation in certain countries may be restricted by
law and persons who access it are required to inform themselves and to comply with any such restrictions.
This information does not constitute an offer or solicitation in any jurisdiction in which such an offer or
solicitation is not authorised or to any person to whom it is unlawful to make such an offer or solicitation.

Past performance is not a guarantee of future performance. The price of shares can go down as well as up
and may be affected by change in exchange rates, market conditions and risks associated with a mining
venture.
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Corporate Structure

 Largest ferrochrome producer in the world 

 Opportunity to invest directly into Xstrata’s ferrochrome business       

Xstrata-Merafe Chrome Venture
Formed 1 July 2004

20.5% 
of 

EBITDA

79.5% 
of 

EBITDA
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Share price information

Market capitalisation*

Share price*

12 month high 

12 month low 

Shares outstanding

*As at 10 September 2009

ZAR

3.96bn (GBP 314m)

1.61

2.50

0.55

2.46 billion shares
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Merafe’s share price performance over the past year

Merafe’s share price performance relative to:

• FTSE/JSE Mining Index

• FTSE/JSE General Mining Index

Source: Datastream
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Shareholder analysis

Shareholders at end of August 2009

IDC 22%

 (Dec'08 : 22%)

Royal Bafokeng 

29% 

( Dec'08 : 29%)

 Offshore 11% 

(Dec'08 : 7%)

SA 38%

 (Dec'08 : 42%)



9

Xstrata-Merafe, the world’s largest ferrochrome producer

ENRC, Kazakhstan/Russia

14%

China Various, China

17%

Others

15%

Xstrata Merafe PSV

20%

Samancor Chrome, South 

Africa

13%

Zimasco, Zimbabwe

2%

Assmang Chrome, South 

Africa

3%

Outokumpu, Finland

3%

Hernic Ferrochrome, 

South Africa

5%

Ferbasa, Brazil

2%

Chelyabinsk, Russia

2%

Vargön Alloys, Sweden

2%
ASA Metals, South Africa

2%



2. Operations overview
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Operations overview

SMELTERS CAPACITY

Wonderkop 553 kt FeCr - 6 furnaces (Conventional)

Rustenburg 430 kt FeCr - 6 furnaces (Conventional)

Boshoek 240 kt FeCr – 2 furnaces (Outokumpu)

Lydenburg 396 kt FeCr - 4 furnaces (Premus)

Lion 360 kt FeCr - 2 furnaces (Premus)

Total

5 production sites

• 1 979 kt in production capacity

• 20 furnaces

• 7 mines
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Initiatives by the Venture to contain costs 

In response to the global economic downturn, the Venture  introduced  the following 
initiatives to contain costs:

• Freezing all new appointments and promotions

• Reducing fixed term contract employees

• Reducing the use of contractors

• Limiting maintenance expenditure

• Eliminating overtime where possible

• Operating the most efficient furnaces (Premus)



3. Market review
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Crude stainless steel production (estimate for 2009)

Source: Heinz Pariser / Merafe Resources 

2007 

‘000 t

2008

‘000 t

2008 /2007 

%

2009

‘000 t

(estimate)

2009 /2008

%

NAFTA 2,171 1,925 -11.3% 1,602 -16.8%

European Union 8,109 7,822 -3.5% 6,288 -19.6%

Japan 3,901 3,564 -8.6% 2,079 -41.7%

S. Korea / Taiwan / India 5,305 4,458 -16.% 4,595 3.1%

Others 1,508 1,298 -13.9% 1,234 -4.9%

China 7,610 7,344 -3.5% 10,873 48.1%

Total 28,604 26,411 -7.7% 26,671 1%
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Stainless Steel Melting Capacity Utilisation 1st HY 2009

Source: Heinz Pariser
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Crude stainless steel production – European Union (EU) & China

Source: Heinz Pariser
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Regional ferrochrome demand

Source: Heinz Pariser /Merafe Resources

2007 

‘000 t

2008

‘000 t

2008/2007 

%

2009

‘000 t

(estimate)

2009/2008

%

NAFTA 455 502 10.3% 299 -40.4%

European Union 2,080 1,993 -4.2% 1,269 -36.3%

Japan 866 768 -11.4% 515 -33%

S. Korea/Taiwan/India 1,326 890 -32.9% 958 7.6%

Others 709 628 -11.4% 477 -24%

China 2,577 1,806 -29.9% 2,915 61.4%

Total 8,013 6,587 -17.8% 6,433 -2.3%
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Charge/High carbon ferrochrome production

2007 

‘000 t

2008

‘000 t

2008/2007

%

2009

‘000 t

(estimate)

2009/2008

%

Brazil 164 187 14% 172 -8%

European Union 366 351 -4.1% 117 -66.7%

Russia, Turkey, Albania 406 337 17% 309 -8.3%

India 820 750 -8.5% 765 2%

Kazakhstan 1,070 955 -10.7% 874 -8.5%

South Africa 3,536 3,239 -8.4% 2,278 -29.7%

Zimbabwe 201 152 -24.4% 125 -17.8%

Iran 17 10 -41.2% 12 20%

China 1,060 1,284 21.1% 938 -26.9%

Total 7,640 7,351 -3.8% 5,590 -24%

Source: Heinz Pariser/Merafe Resources
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Venture’s sales by region for the eight months to August’09 

Sales by region

Other 7%

(2008: 8%)

 Europe 

26%

(2008: 40%)

USA  5%

(2008: 12%)
Asia  62%

(2008: 40%)



20

50.0

56.0

62.0

68.0

74.0

80.0

0

5

10

15

20

25

30

35

40

45

50

Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3

A
u

ste
n

itic
 R

a
tio

 in
 %

LM
E
 N

i 
P

ri
c

e
 i

n
 ´

0
0

0
 U

S
$

/t

Ni Price

SS Austenitic Ratio

2000 2001 2002 2003 2004 2005 2006 2007

23.8Ferritics

CrMn

22.7 22.0 22.6 23.0 23.4 23.5 26.2

3.6 4.7 5.0 7.1 10.2 11.6 11.0 14.6

Ratios of:

2008

25.1

15.3

2009e

23.5

15.6

Source: Heinz Pariser 

Stainless substitution trigger – Nickel bearing stainless steel
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Source: Heinz Pariser 

Price Ratio 

Intrinsic Cr Value of 

Effective Price

Intrinsic Ni Value of 

Effective Price

in %

2000 7.4% 22.4%

2001 7.2% 18.0%

2002 6.7% 16.6%

2003 7.6% 18.8%

2004 8.6% 26.8%

2005 9.5% 30.5%

2006 6.7% 33.9%

2007 6.7% 61.4%

2008 16.3% 34.3%

2009 (Q1& Q2) 11.4% 19.9%

Austenitic Stainless Grades 304 – price components
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Charge Chrome price for the last four years

European benchmark ferrochrome prices
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4. Chrome ore exports
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Chrome ore exports to China 

Source: Heinz Pariser /Merafe Resources

Country 2009 2008 % Change

Y-t-D to July Y-t-D to July 2009/2008

(Y-t-D to July)

in kt US$/t in kt US$/t Volume Price

Chrome Ores & Concentrates

India 269.1 289 364.9 531 -26.2% -45.6%

South Africa 1,401.2 164 1,529.3 344 -8.4% -52.4%

Turkey 477.6 210 667.9 440 -28.5% -52.4%

Iran, Islamic Rep. 143.8 252 148.5 468 -3.2% -46.2%

Australia 99.0 139 32.4 299 205.9% -53.7%

Pakistan 121.6 192 266.5 450 -54.4% -57.4%

Kazakhstan 49.2 189 128.3 503 -61.6% -62.4%

Brazil 38.4 124 61.2 412 -37.2% -69.8%

Philippines 29.6 157 241.7 163 -87.8% -4.1%

Albania 73.0 188 81.1 398 -10.0% -52.8%

Viet Nam 20.1 171 41.2 225 -51.1% -23.9%

Oman 283.6 106 495.6 220 -42.8% -51.7%

United States 0.0 931 0.0 758 113.3% 22.8%

Madagascar 63.8 333 53.9 588 18.4% -43.5%

Sudan 9.7 433 22.9 445 -57.5% -2.7%

Others 18.4 241 71.5 278 -74.2% -13.3%

TOTAL 3,098.1 186 4,206.9 369 -26.4% -49.6%



5. Financial overview
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Key features for the six months ended 30 June 2009

 Revenue down by 49% to R824 million

 Net financing costs down by 96% 

 Headline loss of R84 million equating to a loss of 3c per share

 Cash flows from operations of R144 million

 Strong cash balance of R466 million

 Ferrochrome inventory reduced by 42% in the last six months

 Permanent debt of R350 million payable in one instalment at 31 
December 2012



28Summary of cash flows for the six months to 30 June 2009
(no cash burn)

R’m

Opening cash balance 1 January 2009 540

Cash flows after interest from operations 142*

Taxation paid (accrual 31 Dec 2008) (88)

Capital expenditure (84)

Forex loss on US$ cash held (44)

Closing cash balance 30 June 2009 466

* After accounting for R116 million of standing charges
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Charge Chrome annual average prices

European benchmark ferrochrome prices
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Financial performance over the last three years

Revenue

EBITDA
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Financial performance over the last three years (cont.)

EBITDA and margin evolution

Net profit after tax

6 months
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Financial performance over the last three years (cont.)

Earnings per share

Net asset value per share

6 months
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Financial performance over the last three years (cont.)

Net (debt) / cash position

(801) (787)
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Working capital requirements in second half of 2009

Expect cash to be “locked-up” in working capital for the second half of 2009

This is due to the ramp-up in ferrochrome production

 Typical working capital cycle 5-6 months

Mining of chrome ore

Ferrochrome smelting

Transport (road/rail, shipping)

Debtors Days

Cash

Merafe has sufficient cash and banking facilities to manage this cycle and is ready to  

deliver
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Production costs

• Despite improved efficiencies, production costs continue to be a challenge

• Cost increases to 30 June 2009 are mainly attributable to:

 an announced 27% increase in electricity prices from 1 July 2008 

 an average 64% increase in reductant prices (lag effect)

 double digit labour cost increases

 double digit inflation

• Looking forward we see:

 electricity prices increasing by an announced 31% from 1 July 2009

 reduced inflation

 dollar denominated costs such as shipping and reductants reducing owing to the 

stronger Rand

 higher absorption of fixed costs, thereby reducing overall costs



6. Eskom update
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Update on the power situation (Eskom)

• During the past 18 months, there has been a 4% decline in electricity demand

• Electricity demand is rebounding fast with 5% growth expected during 2009 (mainly 
on alloy restarts) with 2-3% growth expected thereafter

• From Eskom’s lows of January/February 2008, plant performance has improved,  
additional maintenance has been done

• All power station coal stockpiles have been replenished, but reserve margins remain 
low (10% on average and  5% at peak) 

• Reserve margins will be under pressure as demand picks up

• With the recent increase in electricity tariffs of 34% on average (effective from 1 July     
2009), the electricity prices are now SA31c/kwh

• Electricity prices expected to double in the next three to four years 

Source: Merafe/Macquarie – Lunch with Eskom’s CE Generation Brian Dames on

4 September 2009



7. Recent developments
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Xstrata-Merafe production capacity utilisation

• Global economic conditions necessitated the following actions by the Venture:

 6 furnaces  temporarily suspended in November 2008

 a further 5 furnaces suspended in December 2008

 6 further furnaces suspended in January 2009

 total suspended  furnaces 17 (80% of the Venture’s annual production capacity)

• Ferrochrome production capacity increased  to 30% in the first half of 2009

• Ferrochrome production capacity increased  to 60% in July 2009

• Ferrochrome production capacity increased to 85% in September 2009
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Charge / HC FeCr Price vs. Capacity Utilisation

Source: Heinz  Pariser 
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Points of caution

Some of the immediate concerns to the Company are as follows:

• Risk of ferrochrome producers ramping up too quickly and possibly oversupplying

the market

• Over reliance on Chinese stainless steel production with the rest of the world recovering 

slowly    

• A short pull back in Chinese stainless steel production expected to occur in third quarter 

of 2009

• Power constraints both for ramping up this year and also for future expansions (the 10%  

restriction imposed in 2008, is still applicable)

• Industrial action

• Ferrochrome price – still “soft”

• Strengthening Rand
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Barriers to entry

Low barriers to entry in South Africa, a thing of the past:

• Capital cost of building smelters up by over 500%

• Access to funding (debt and equity markets)

• Long lead time for critical items needed for construction 

• Power supply - when will power be available for new projects?

• Shortage of available quality ore reserves

• Shortage of artisans and skilled labour 

• Escalating production costs



8. Outlook
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Outlook

• The recovery of global stainless steel production is likely to continue into the third and  

fourth quarter of 2009 on the back of real demand and restocking

• Demand has mainly come from Asia but positive signs are also coming out of Germany

• Global ferrochrome stockpiles have reduced significantly and inventory levels have 

normalised

• Ferrochrome demand is expected to remain at current levels into the fourth quarter of 

2009 

• European benchmark ferrochrome price has increased in the third quarter by  29% to 

89USc/lb, signalling a new trend

• The size and flexibility of the Venture provide an advantage

• Have so far weathered the worst storm and are well positioned to deliver into growth
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Outlook (cont.)

• The retention of the Venture’s skilled labour force has proved to be very beneficial now 

that there are signs of a market upturn

• The Venture has increased production to 85% of annual operating capacity

• Strong balance sheet with cash on hand of R466 million
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Charge chrome price development 
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Appendix 1 – 6 months results to 30 June 2009
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