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Global Macroeconomics

GDP Actual Data 2Q 3Q 4Q 1Q
& Forecast (YoY) 2013e 2013e 2013f 2014f
World (nominal
GDP weights)

2012e 2013f mid-term outlook

2,5% 2,7% 2,9% 2,9% 2,7% 2,6% |Positive, steady growth

Positive, expanding
faster rate

Mixed, slight contract-
ing, expected reversal
Positive, steady growth

USA 1,6% | 2,0% | 2,2% | 2,4% | 2,2% | 1,8%

EU -0,5% | -0,2% | 0,3% | 0,4% | -0,6% | -0,4%

China 75% | 76% | 7,4% | 7,7% | 7,7% | 7,6% .
& deceleration
Japan 0,9% 1,6% 1,8% 1,6% 1,9% 1,5% |Positive, steady growth
Turkey 3,0% | 2,5% | 2,9% | 35% | 2,2% | 2,9% | ositive slowingdown
& expanding

Positive, expanding
faster rate

Mixed, recession, ex-
pected recovery

Russia 1,2% 1,8% | 2,1% | 3,4% | 3,4% | 1,7%

Ukraine -1,3% | 0,8% 0,6% 2,0% 0,2% | -0,2%

Executive Summary

In General, Positive Mid-Term GDP and IP Growth Expectations

For the last month, there were just minimal downward mid-term macro forecast revisions for Russia and
Ukraine. The general outlook for 4Q 2013 and early-2014 remains moderately positive. In spite of cut for the
majority of expected industrial activity indicators across MENA, Turkey, Asia and the EU for 3-4Q 2013, a fur-
ther revival of business activity is forecasted in 4Q2013-1Q2014

Mixed Current Performance in Different Regions

Leading economic indicators continue to show moderately positive dynamics across the majority of con-
cerned regions/countries, though the pace of recovery has slightly eased in September. The EU remains a
bright spot with the further Improvements in business and consumer sentiment amid financial stability in the
region. Turmoil in the US economy connected with temporal budget “shutdown” has hurt earlier improved
sentiment. Moreover the problem of debt ceiling is also still unsolved. Leading indicators of Chinese economy
have mostly leveled off suggesting the pace of economic growth will remain muted in the coming months.
Muslim countries of MENA (Egypt and Syria) and Asia are still struggling to overcome the period of business
activity slackening. However Japan and Indonesia manage to achieve certain success.

Currency Exchange Rates & Commodities Prices
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Regional Macro Outlook
United States of America

2Q 3Q 4Q 1Q
2013e 2013f 2013f 2014f
GDP Growth Forecast, % (YoY) (1) 1,6% 2,0% 2,2% 2,4% 2,2% 1,8%
IP Growth Forecast, % (YoY) (2) 1,7% 1,6% 2,3% 2,5% 3,9% 2,3%
Housing Starts, mIn Units (3) 0,87 0,98 1,10 1,17 0,78 0,98
Real Capital Spending, % (YoY) (3) 4,4 4,7 5,2 5,1 7,3 2,6

Main Indicators Source 2012e 2013f

Leading Indicators Source

Jun Jul Aug
2013 2013 2013
I. Consumer Confidence Index*

Il. Global Business Cycle Indicator (LEI)**
Ill. OECD CLI***

IV. Manufacturing PM|****
* 1985 = 100. While index changes of less than 5% are often dismissed as inconsequential, moves of 5% or
more often indicate a change in the direction of the economy.

**2004 =100

*** 100 is a long-term trend. A turning-point in the CLI will generally signal a turning-point in the business
cycle in 6-9 months. Growth cycle phases of the CLI are defined as follows: expansion (increase above
100), downturn (decrease above 100), slowdown (decrease below 100), recovery (increase below 100).
**** 50 = no change m-o-m, above 50 = expansion m-o-m, below 50 = contraction m-o-m
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European Union / Eurozone

2Q 3Q 4Q 1Q

Main Indicators Source 2013f

GDP Growth Forecast (Eurozone), % (YoY)
Italy

Poland
IP Growth Forecast (EU), % (YoY)
Construction Volumes (EU), % (QoQ)
Automobiles Production (EU), min units

Jun Jul Aug Sep
2013 2013 2013 2013

Leading Indicators Change

I. Consumer Confidence Index
(Euro Area)*

Il. Global Business Cycle Indicator
(LEI) (Euro Area)**

lIl. OECD CLI (Euro Area)*** (4) |100,2 | 100,3 | 100,5 0,2%

IV. Manufacturing PMI (Euro Area)**** (9) 48,3 | 48,8 | 50,3 | 51,4 | 51,1 | -0,6%
* a scale of -100 to 100, where -100 indicate extreme lack of confidence, 0 neutrality and 100 extreme con-
fidence
** 2004 =100
*** 100 is a long-term trend. A turning-point in the CLI will generally signal a turning-point in the business
cycle in 6-9 months. Growth cycle phases of the CLI are defined as follows: expansion (increase above 100),
downturn (decrease above 100), slowdown (decrease below 100), recovery (increase below 100).

**%* 50 = no change m-o-m, above 50 = expansion m-o-m, below 50 = contraction m-o-m

Stock Index

(8) |-21,9 | -18,8 | -17,4 | -15,6 | -14,9 | 4,5%
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Middle East & North Africa (MENA)

: : 2Q 3Q 4Q 1Q
Main Indicators Source 2013e 2013f 2013f 2014f 2012e 2013f

GDP Growth Forecast, % (YoY)

Lebanon

Saudi Arabia

Iraq

UAE

Egypt

Algeria

Index of ME Construction Projects Value
(end of period), USD trin

Leading Indicators

Aug Sep
2013 | 2013

Change

|. Consumer Confidence Index
(Hes

II. OECD CLI (Israel)***

[Il. Manufacturing PM|****

Saudi Arabia (HSBC)

UAE (HSBC)

Egypt (HSBC)

* a scale of -100 to 100, where -100 indicate extreme lack of confidence, 0 neutrality and 100 extreme con-
fidence

*** 100 is a long-term trend. A turning-point in the CLI will generally signal a turning-point in the business
cycle in 6-9 months. Growth cycle phases of the CLI are defined as follows: expansion (increase above 100),
downturn (decrease above 100), slowdown (decrease below 100), recovery (increase below 100).

**** 50 = no change m-o0-m, above 50 = expansion m-o-m, below 50 = contraction m-o-m

Stock Index
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Turkey

2Q 3Q 4Q 1Q
2013e 2013f 2013f 2014f
GDP Growth Forecast, % (YoY) (1) 3,06 | 2,5% | 2,9% | 3,5% | 2,2% | 2,9%
Construction Volumes, bln TRY (21) 15,2 15,0 15,3 15,0 | 59,20 | 60,40
Automobiles Production, mIn units (22) 303,1 | 255,5 | 295,8 | 292,7 |1115,2|1139,6

Main Indicators Source 2012e 2013f

Leading Indicators

I. Consumer Confidence Index*
Il. OECD CLI***
[Il. Manufacturing PMI (HSBC)****

IV. Construction Confidence Index*****
* The index is evaluated between 0 and 200. If it is above 100, it means consumer confidence is optimistic.
If it is below 100, consumer confidence is pessimistic. 100 refer to neutral opinion in consumer confidence.
**% 100 is a long-term trend. A turning-point in the CLI will generally signal a turning-point in the business
cycle in 6-9 months. Growth cycle phases of the CLI are defined as follows: expansion (increase above 100),
downturn (decrease above 100), slowdown (decrease below 100), recovery (increase below 100).

**** 50 = no change m-o0-m, above 50 = expansion m-o-m, below 50 = contraction m-o-m
***%* the value is between 0 and 200. It indicates an optimistic outlook when the index is above 100, but it
indicates a pessimistic outlook when it is below 100.

Stock Index
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China

Source 2Q

Main Indicators 2013e

3Q 4Q
2013f

1Q

2012e 2013f

GDP Growth Forecast, % (YoY)

IP Growth Forecast, % (YoY)

New Construction Investments, bln CNY
Automobiles Production, thou units

Leading Indicators Source

I. Consumer Confidence Index*
Il. Global Business Cycle Indicator (LEI)**
[Il. OECD CLI***
IV. Manufacturing PM|****
Official

HSBC

* The index is evaluated between 0 and 200. If it is above 100, it means consumer confidence is optimistic.
If it is below 100, consumer confidence is pessimistic. 100 refer to neutral opinion in consumer confidence.
**2004 =100

*** 100 is a long-term trend. A turning-point in the CLI will generally signal a turning-point in the business
cycle in 6-9 months. Growth cycle phases of the CLI are defined as follows: expansion (increase above 100),
downturn (decrease above 100), slowdown (decrease below 100), recovery (increase below 100).

**%* 50 = no change m-o-m, above 50 = expansion m-o-m, below 50 = contraction m-o-m

Stock Index
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Other Asia

Sourc | 2Q 3Q 4Q 1Q
e 2013e

Main Indicators

GDP Growth Forecast, % (YoY)

Japan

Indonesia

S.Korea

India
IP Growth Forecast (Japan), % (YoY)
New Housing Starts (Japan), thou units
Automobiles Production (Japan), thou units
New Construction Orders (S.Korea), % (QoQ)
Automobiles Production (S.Korea), thou units
Construction Volumes (India), % (QoQ)

May @ Jun Jul Aug Sep Chang

Leading Indicators Source 2013 2013 2013 2013 2013 .

I. Consumer Confidence Index *
Japan (a) (8) 45,7 | 44,3 | 43,6 | 43,0 -1,4%
Indonesia (b) (8) |111,7 | 117,1 | 108,4 | 107,8 -0,6%
S.Korea (b) (8) | 104,0 | 105,0 | 105,0 | 105,0 | 102,0 | -2,9%
India (b) (8) - 118,0 - - -1,7%

Il. Global Business Cycle Indicator (LEI) **
Japan (3) 98,6 | 98,1 | 98,0 -0,1%
S.Korea (3) 120,2 | 118,9 | 119,0 0,1%

Ill. OECD CLI***
Japan (4) |101,0 1011|1011 0,0%
Indonesia (4) 99,5 | 99,1 | 98,5 -0,5%
S.Korea (4) 101,1 | 101,3 | 101,4 0,2%
India (4) 97,4 | 97,3 | 97,1 -0,1%

IV. Manufacturing PM|****
Japan (Markit/JIMMA) 9) 51,5 | 52,3 | 50,7 | 52,2 | 52,5 | 0,6%

Indonesia (HSBC) (9) 51,6 | 51,0 | 50,7 | 48,5 | 50,2 | 3,5%
S.Korea (HSBC) (9) 51,1 | 49,4 | 47,2 | 47,5 | 49,7 | 4,6%
India (HSBC) (9) 50,1 | 50,3 | 50,1 | 48,5 | 49,6 | 2,3%
*(a) A score above 50 indicates optimism, below 50 shows lack of confidence and 50 indicates neutrality
*(b) Above 100 = consumer confidence is optimistic. Below 100 = consumer confidence is pessimistic. 100 =
neutral opinion in consumer confidence.
** 2004 =100
*** 100 is a long-term trend. A turning-point in the CLI will generally signal a turning-point in the business
cycle in 6-9 months. Growth cycle phases of the CLI are defined as follows: expansion (increase above 100),
downturn (decrease above 100), slowdown (decrease below 100), recovery (increase below 100).
**** 50 = no change m-o-m, above 50 = expansion m-o-m, below 50 = contraction m-o-m

tel. (+380 44) 484 43 68; fax: (+380 44) 484 64 83; e-mail: content@delphicasteel.com
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Commonwealth of Independent States (CIS)

2Q 3Q 4Q 1Q
2013e 2013f 2013f 2014f

Main Indicators Source 2012e 2013f

GDP Growth Forecast, % (YoY)

Russia

Ukraine
IP Growth Forecast, % (YoY)

Russia

Ukraine
Tubes Production (Russia), th. tonnes
Automobiles Production (Russia), th. units
Construction Volumes (Russia), bin RUB

Jul
2013

Sep
2013

Aug
2013

Leading Indicators Source Change

|. Consumer Confidence Index *
Russia (a) (8) - -6,0 - - 14,3%
Ukraine (b) (8) 83,1 82,7 89,1 87,7 -1,6%

[Il. OECD CLI (Russia)*** (4) 99,1 99,2 99,3 0,1%
IV. Manufacturing PM|****
Russia (HSBC) (9) 50,4 51,7 49,2 49,4 49,4 0,0%

*(a) Indicator takes a value between -100 (all respondents asses their situation as poor and expect it to be-

come worse) and 100 (all participants are satisfied with the current situation and expect it to improve); 0

indicates neutrality.

*(b) Above 100 = consumer confidence is optimistic. Below 100 = consumer confidence is pessimistic. 100 =

neutral opinion in consumer confidence.

*** 100 is a long-term trend. A turning-point in the CLI will generally signal a turning-point in the business

cycle in 6-9 months. Growth cycle phases of the CLI are defined as follows: expansion (increase above 100),

downturn (decrease above 100), slowdown (decrease below 100), recovery (increase below 100).
**%* 50 = no change m-o-m, above 50 = expansion m-o-m, below 50 = contraction m-o-m
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Price Forecast
Billet, fob Black Sea

509 -5% B T R —————_—_——————-L L

514 -1% “12% | 800 N e

530 3%| -11%

550 4% 4%

540 -2% 3%

545 1% 2%

566 4% 9%

1l 2%l -11% St Billet, fob Black Sea

525 1%  -10%| 575 f----Reeeeme e 566

533 1% -12% 550

520  -2%| -14%| 550 Lo NG\ oo

507 -3% -15% 540

493|  -3%| -11%| s o\ S NS N

508 3% -7%

515 1%| 7% 500 T\ /N

502 -3% -7%

494 -2% 3% | AT T

507 3% -3%

527 4% £ 27 I P PP P N oy oy 1 e g e e e P P
I N A AR = =T R b e S e R = R A A R g

Executive Summary

Minimal Downward Price Forecast Revision

Political turbulence in MENA region (Egypt, Syria) and depreciation of Turkish lira to the US dollar con-
tinue to put pressure on the world billet prices. Therefore we downgrade our price forecast for October
by $S6 more. Moreover, the market disbalance due to high volumes of steel production is also still weigh-
ing on the prospects of substantial price recovery till the end of the year.

A Slightly Positive Mid-Term Price Trend

In accordance with moderate optimistic forecasts concerning macroeconomic development of MENA
and Turkey in mid-term, as well as accelerating of other economies we maintain our slightly positive mid-
term price trend for billet, fob Black Sea.

Stocks optimization in Sep-Oct

Both the expected weakening of maintaining factor of production costs in 4Q as well as traditional pro-
cess of destocking by the year end will cause price sliding in October. Nevertheless, the scale of drop will
be limited because of lack of safety margin for the major billet suppliers.

Market Revival in Late 2013 — Early 2014

Based on our quantitative model of seasonal price fluctuation and taking into account predicted im-
provement of trade activity by the year end a strong upward trend is expected in Dec-Apr with a short-
run tumble in February-March 2014.

tel. (+380 44) 484 43 68; fax: (+380 44) 484 64 83; e-mail: content@delphicasteel.com
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HRC, fob Black Sea
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Executive Summary
The Downward Correction in Prices for HRC in October - November
After a short activation of buyers in late August - early September, the situation on the markets
began to deteriorate again by the end of September. Inventories reached the normal level for
current consumption. Orders decreased and the rise in prices has stopped. In October - Novem-
ber, the slump in prices by $ 15-20 is forecast due to the low level of orders for delivery in No-

vember and December.

Upward Trends Formation in the End 2013 -Early 2014

The predicted strengthening of the global economy in 2014 will determine the traditional for-

mation of growing trends since December. Growing demand in most regions, especially in the
EU, will support higher prices. By April 2014 the price for HRC will come to a peak 590-600 $/t.

tel. (+380 44) 484 43 68; fax: (+380 44) 484 64 83; e-mail: content@delphicasteel.com 11
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Contract Vale Carajas Fines, Fe 66%, fob Brazil

2013
May Jun Jul Aug
2Q 2Q 3 3Q

Contract Vale
Carajas fines

66% Fe, fob
Brazil

Spot Carajas
fines 66% Fe,
CFR China

=== ontract Vale Carajas fines 66% Fe, FOB
Ponta da Madeira
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Executive Summary

Downward Contract Price Movement in 4Q 2013 and 1H 2014

Expected increase of Chinese iron ore output and higher iron ore production of the world's ma-
jor suppliers will put pressure on spot prices for iron ore in China. Start of exploration at few
major iron ore projects were delayed that supported spot iron ore prices in 1H 2013. But the
factor of iron ore supply increase is still sustainable and will lead to the reduction in contract
iron ore prices in the 4Q 2013 and 1H 2014.

Upward Contract Price Forecast Revision in 1Q 2014

International iron ore freight rates have sharply increased in September:

- iron ore freight rates from Australia to China increased by $5 (from 9 S/t to 14 $/t);

- iron ore freight rates from Brazil to China increased by $8 (from 23 $/t to 31 $/t).

Average China spot iron ore prices (CIF terms) were almost unchanged, but actual iron ore sup-
pliers’ prices (FOB terms) have decreased by 5-8 S/t last month.

We expect the same (as in our previously forecast) decline of Brazil and Australia FOB prices,
but higher China CIF prices in October-November due to the higher freight rates. As a result, we
revise upward our forecast of contract prices for 1Q14 by S5.

tel. (+380 44) 484 43 68; fax: (+380 44) 484 64 83; e-mail: content@delphicasteel.com
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Contract High Quality Hard Coking Coal, fob Australia

Contract HCC,
fob Australia

Spot HCC, fob
Australia
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Executive Summary
Contract Coal Prices for 4th Quarter Have Been Fixed at $152

Australian mining companies (BMA and Anglo American) and Japanese steelmakers (Nippon
Steel & Sumitomo Metal Corp.) set their October-December contract prices for prime hard low-
volatile coking coals at $152/t FOB (up $7 from Q3) that is rather close to the forecasted value
$150. The obtained result can be considered as a sign of moderate optimism for the market de-
velopment during the next three months.

Spot Market is Quiet in September and Most Likely in October

The gap between spot and contract prices has significantly narrowed in Q4 that is a sharp con-
trast from the end of June on the eve of Q3 contract price settlement (the gap at that moment
was $15/t). Balancing the prices between both segments of coal market promotes temporal
stabilization of spot prices. The trade activity will be rather low during September-October but
will gradually intensify by the end of year.

Spot Prices Will Exhibit Gradual Strengthening During Late Autumn - Winter
Months

A very slow recovery of spot prices will be inherent to the period of November-February. The

recovery rate will not exceed $1-2 a month because of as yet weak fundamentals. A forecasted
growth of spot prices will be mainly supported by a more dynamic demand in Asia (in particular
in China) while spot prices in Atlantic market will be still less mobile. This is a good basis for fur-
ther moderate strengthening of contract prices in Q1 2014.

tel. (+380 44) 484 43 68; fax: (+380 44) 484 64 83; e-mail: content@delphicasteel.com
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Pig Iron, fob Black Sea
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Executive Summary

Upward Price Forecast Revision

October-December prices are expected to be 5-10 $ higher compared to our previous forecast.
This revision is based on the high likelihood of earlier start of stocks replenishment than it was
expected a month before.

Price Recovery in November-February
Price recovery will be based on the scrap price increase and improving demand for flat steel.
Depletion of pig iron stocks will sustain prices additionally.

Price Stabilization in March and Decline in April
High level of stocks of importers and start of scrap quotation decrease will cause pig iron price

stabilization in March. The influence of these factors will strengthen in April and cause a moder-
ate price decrease.

tel. (+380 44) 484 43 68; fax: (+380 44) 484 64 83; e-mail: content@delphicasteel.com
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Ferrous Scrap HMS 1&2 (80:20), cfr Turkey
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Executive Summary

Upward Price Forecast Revision

October price is expected to be by 3 S higher compared to the previous forecast due to the rise
of buying activity in line with the winter stocking and steel prices recovery. As a result, prices
will be higher in November-March than it was forecasted previously.

Price Recovery in November-February

Snowy weather conditions will hamper scrap collection. Therefore moderate price increase will
be needed to keep supply on the normal level. Improving steel market conditions will be an ad-
ditional factor for the price recovery.

Downward Price Reversal in March-April
Seasonal increase of supply and high stocks of importers will cause moderate price decrease in
March-April

tel. (+380 44) 484 43 68; fax: (+380 44) 484 64 83; e-mail: content@delphicasteel.com 15
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Sources of Data

Reuters, HSBC, IMF, EIU, IHS Global Insight
HSBC

The Conference Board

OECD

ISM

Eurostat, Euroconstruct, Eurofer

European Automobile Manufacturers' Association, JP Morgan Chase, Eurofer

Trading Economics

Markit Economics

MEED Projects
Turkstat

Turkey Automotive Manufacturers Association

Reuters Consensus
National Bureau of Statistics of China, IHS Global Insight
China Association of Automobile Manufacturers

Ministry of Land, Infrastructure, Transport and Tourism of Japan

Japan Automobile Manufacturers Association
Korea National Statistical Office, IHS Global Insight
Korea Automobile Manufacturers Association

Reserve Bank of India, IHS Global Insight
Russian Federal State Statistic Service, Ministry of Economic Development of
the Russian Federation

Allianz Group, European Forecasting Network

MAPI
Consensus Forecast (Dragon Capital, International Centre for Policy Studies,
Erste Bank, Raiffeisen Bank Aval, Ukrsibbank, Kredit Rating)
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