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Long Term Investment Fund

As cheap as it can get?
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In a historical context, the
relative valuation of
commaodities to equities
seems extremely low.

In relation to the S&P500,
the GSCI commodity index
is currently trading at the
lowest level in 50 years.
Also, the ratio sits
significantly below the
long-term median of 4.1.

Following the notion of
mean reversion, we should
be seeing attractive
investment opportunities.
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RISl el e IREh Copper just an example, demand is stable/GDP
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Long Term Investment Fund Bear market due to destocking, not demand

Primary Nickel Consumption (Stainless Steel) Primary Nickel Consumption (Non-Stainless Steel)
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Long Term Investment Fund

New Silk Road/

infrastructure

42 MARK NO 3]
A B

CROSS SECTION

C D E £ G H J

'WORLD MAP 43

M N

ron si\k og

o

ith China on the rise and Europe standing strong,
Eurasia is rapidly becoming the world's new eca-
omic centre. Clogged seaports and a vulnerable
ir-transport system have shifted the focus to a
ietwork of railways — also known as the Iron Silk
Road — intended to shrink today's supercontinent in
he coming years. The project is aimed at shortening
he time of bulk consumer-goods transport between
China and Europe and, at the same time, unlock the ¢,
ities at the heart of Eurasia. Thanks to their stra=3
legic position, creating better access fo these cilies.
ill greatly facilitate the ability of their inhabitanits /-
o travel and do business throughout the vast area
erved by the new network.
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hile the Central Corridor mainly traces the route
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nd of 2010), an operation that will tumn Turkey into
urope's gatekeeper.

The Iron Silk Road willinterlink about 75 per cent
t the world's population in more than 40 countries
in Asia and Europe. China hopes to complete its
assive infrastructure project within ten years. It will
clude at least one line running 320 km/hour and
ill shorten land-transport time between London
ind Beijing from 15 to only two days — if Europe is
illing to connect, that is.
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Long Term Investment Fund What iS it a" abOUt?

. The concept was unveiled by Xi Jinping in September 2013.

. China’s Marshall Plan to aid development in Central Asian countries and build relations with its
neighbors.

. “One Belt, One Road” is the name of the development strategy to revive the land and maritime
Silk Roads dating back to the days of Marco Polo. “Belt” refers to a vast area in Eurasia, and
“Road” stands for the sea route that links China’s coastal cities to Africa and the
Mediterranean, passing key ports in Southeast Asia and the Suez Canal.

. The world’s largest infrastructure project ever. A huge free trade area linking together 65
countries and 5 billion people.

. It challenges the old hegemony of the Atlantic alliance (ports, channels, bottlenecks, etc.).

. New Development Bank, Silk Road Fund, FTA’s, Dying PetroS, Ruble/Yuan currency swaps,
Ruble priced Urals futures on SPIMEX (St. Petersburg Mercantile Exchange), gold flows east,
military supremacy follows economic power, Yuan/IMF SDR’s, Yuan convertibility/Reserve
currency.
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Long Term Investment Fund Per capita consumption the same story for most ,,stuff”

Chinese Zinc Demand to Remain Strong Teck

20%
16% W
16% 20%

14%
12%
10%

BY%
fi%

Ina
2% gor

0%

00 01 02 O3 04 05 06 07 03 OB 10 11 12 13 14 15
Source: Tisgh Soure: Teck

If China were to galvanize crude steel at half the rate of the US using the same amount of

Zzinc/tonne, a further 2.1 Mt would be added to global zinc consumption
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Long Term Investment Fund

It is not even about EVs

Chinese Copper Demand to Remain Strong
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Long Term Investment Fund What abOUt flnanc'“g?

More and more and more!
Aggregate balance sheet of large central banks, Stn & % of GDP
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Long Term Investment Fund This biz needs constant replacement/investment

Sustaining copper mine supply is progressively more challenging

Mined copper grades continue to Sector reinvestment has
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EERIE R A Project pipeline below pre-supercycle lows!

Sustaining copper mine supply is progressively more challenging

Copper mine project pipeline now below Supply is peaking in 2018 and declines thereafter at
pre-supercycle lows 3.5% CAGR with no reinvestment )
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Long Term Investment Fund Mlning Capex haS bOttomEd

Capex has been slashed .. .. underpinning the shift into deficit for commodities
Capex announcements (not annual spend)™ (5bn) Cumulative change in annual metal balance {ikt)?
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Long Term Investment Fund

Mediocre supply response in relation to capex

EXHIBIT 4: In 2007, the maximum 2017 run-rate supply was
estimated at 30.2Mt, +99% growth (+6.4% CAGR) generating

fears about a possible "wall of supply”...
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EXHIBIT 5: ... when in reality, despite the copper price hitting
US5$10,000/t in 2011, supply actually grew just +31% (+2.5%

CAGR).
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Long Term Investment Fund
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Existing and Fully Committed Mines

2010 2013 2016

One will have to adjust to the other...



Long Term Investment Fund

It will take a lot of time and a lot of money...

Sector capex plans have risen beyond trough levels but still
remain low, reflecting:

+  Modest capex inflation

«  Remaining spend on legacy projects

Lower forecast capex, but can it increase dramatically?

Tatal sector capex (5bn) vs copper spot price (5b, RHS|T
100 £50

«  Catch-upspending a0
+  Mine-life extensions for curment operations 2005-2016 L
BD  Awerage
Volume growth challenges - large increases in capexunlikely annual
: d holder-fiendl hi n b o
More pru ent/shareho er-friendly capex p osophy o £508n
«  Lack of shovel ready’ projects - particularly in copper/zing/nickelfcobalt . 2017-2022E
« New growth will require miners to operate in challenging geographies F-weragel* 300
. . . . r . . annia
+ Increasing social licence to operate’ complexdty for greenfield project 50 capex
approvals §365n .
40
Capital efficient growth is key
*  Sensible organic reinvestrment vital to underpin long-term cash flows 0 200
*  Investing with consideration for the global supplyidermand balance -
150
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Long Term Investment Fund

Oil the same

EXAHIBIT 1: Organic Upstraam Capeax
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Long Term Investment Fund

”The SIA value bracket”

Exploration
Discovery

Decision to move into
production

Announcement o
financing, dillution,
hedging

Delays

Cost overrun

Permitting problems

Spent $ can be bought for
Cents

Cashflow starts kicking i

Debt is being reduced

Dividends are bein
announced

Investors throw the towel

Bank hike debt costs
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Production
fades

Expansion is
needed

Going
underground

New pits
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