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EXECUTIVE SUMMARY.

The (apparent) local zinc demand for 2010 is estimated as 101 000 tonnes, as zinc tonnes.
Local supply of zinc and zinc containing products is now of the order of 134 500 tonnes.
With primary sales estimated at around 87 000 tonnes, there is clearly room for
manoeuvre in terms of local sourcing.

2010 showed a continued decline in Gross Fixed Capital Formation and Industrial
Production in South Africa, both impacting heavily upon the zinc market. Respite was
provided through the FIFA Soccer World Cup but once this work had been completed,
the construction industry found itself in a precarious position. Combined with an overall
poor year in building and a poor auto market, a rapid decline in market conditions was
experienced in the last quarter of 2010. The relationship between Industrial Production
and market demand for zinc is well researched and, in addition, Fixed Investment (Gross
Fixed Capital Formation — previously known as Gross Domestic Fixed Investment) plays
an important role for the general galvanizers in particular.

The galvanizing sector continues to be the dominant market for zinc in South and
Southern Africa. This is set to grow as Safal Steel ramps up production. 2010 was a good
year for the general galvanizing industry with many projects being completed
surrounding the Soccer World Cup, various infrastructure projects and the Eskom power
station developments. However, the industry is already showing some strain as these
projects come to an end and the power station projects focus on the galvanizers located
on the reef. Coastal plants are suffering poor market conditions at the time of writing.
The commaodities boom has largely passed South Africa by but, fortunately, the region as
a whole is experiencing good times with high levels of investment into the primary sector
specifically from the BRIC countries. This rapid rate of investment will be reflected in
higher sales from General Galvanizing industry.

Wire and tube had a mixed 2010 with good prospects often met through overseas supply.
Specific developed products did well. Locally, flat steel prices only rose marginally
during 2010 with long products rising by 6% in Rand terms. South African steel prices
remain on par with those in high cost input regions such as the USA and the EU. This
places steel prices higher than many competitive developing countries and does impact
upon the South African wire and tube industries.

The brass industry continues to show good progress although the importation of finished
goods remains a concern and directly impacts upon local zinc use. The National Foundry
Technology Network continues to look at technology assistance to the foundry industry.
However, the government’s reluctance to raise a un-beneficiated scrap export tax
continues to constrain the foundry industry.

The zinc chemicals industry experienced a buoyant 2010. The promotion of addition of

zinc to fertilizers, foliar sprays, etc. continues to show promise. 2010 fertilizer figures
were down on 2009 but not by the extent of other zinc market sectors. \ /
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FIGURES AT A GLANCE.

ZINC FLOWS IN THE SOUTH AFRICAN MARKET FOR 2010 - zinc tonnes equivalent
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South Africa’s Apparent Demand for 2010 was 101 000 tonnes. Total local supply for zinc and
zinc containing products was of the order of 134 500 tonnes (this includes all value added

products). Demand for primary zinc fell considerably during the last quarter of 2010 as major

projects wrapped up and new projects were often delayed due to capacity constraints within the

allocation frameworks.

The percentages allocated to First User markets were similar to previous years with a small

increase in galvanizing and a small decrease in allocation to chemicals.
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Figurel. First User market demand for zinc (2007 (ILZSG), South Africa 2010)

120000
100000 —
OChemicals
80000 O Batteries
HBr Alloys
@Zn Alloys
60000 - BGen Galv
OGalv Tube
0O Galv Wire
40000 - @ Con Galv
20000 -
(]
[}
c
§ O _ T T

1995 2000 2002 2004 2006 2008 2010
Figure 2. Estimated final market demand percentages since 1995

The financial crisis in 2008/9 resulted in significant reduction in demand for zinc and zinc
containing products. 2010 was a little better than 2009, largely due to construction projects
surrounding the Soccer World Cup where galvanizing was used extensively (reference Zinc
Protects — Hot Dip Galvanizing for the 2010 FIFA Soccer World Cup). In all countries, zin
demand follows Industrial Production (IP) and GDFI now called Gross Fixed Capital Formation
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