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The global cement industry

- through the financial crisis; and beyond -



The global cement industry: agenda

Pre-crisis
e where we were
e drivers
e demand growth

In-crisis 2009-10

e preservation of cash flow
e revenue-driven cost cutting
e debt reduction
Post-crisis
e cyclical recovery
 addressing financial performance
* markets structure & dynamics
e cash management

*Developing trends
eConclusions
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Cost of the bail out — per head

- n
ConstructionKnowIedge 25/07/2011 BUILDING VALUE | U 4

Advisors to the Building Materials and Construction Industries



Learning from mistakes

“The past can
hurt, but the
way | see it,
you can either
run from it or
learn from it”

Co il
COHSt[’UCtionKnowledge 25/07/2011 BUILDING VALUE 5

visors to the Building Materials



The Banks

Market value of banks: June 2007 (blue) vs Feb. 2009 (yellow)
$US billions
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Citi |HSBC| JPM | RBS | UBS | Sant. | BNP | Gadld. | UnhiC. | Barc | SocG. | Deut. |CredS |CredA | MS

E Q2 2007 285 | 215 | 165 | 120 | 116 | 116 | 108 | 100 93 91 80 76 75 67 49
0 27/02/2009 8 85 85 9 27 49 29 46 18 11 18 15 29 22 21
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The Banks
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Market value of banks
Feb. 2009 (yellow); & June 2011 (blue) in SUS bn

UniC. MS |CredA | SocG. |CredS | Barc | Deut. | Gold. | UBS RBS | BNP | Sant. Citi JPM |HSBC
OFeb. 2009 18 21 22 18 29 11 15 46 27 9 29 49 8 85 85
BEJune 2010 20 35 36 43 50 52 54 72 72 74 91 97 111 161 182
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Government debt and more regulation
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First Principles

Civil servants will be more powerful — “the new investment
bankers”

Public Private Partnership (PPP & PFl) is even more important;
plus ‘asset management’

Be a legal eagle

Opportunities in developing markets.....

..... where many construction markets will double over the next
10 years

Developing nations’ share of World trade has doubled since
1995 to 40%
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Surgical Cost Cutting

Salary reduction and holidays; no bonus; and/or link pay to
performance or budget

Sabbaticals; three and four days weeks

Merging subsidiaries; rationalising premises; sale and lease back of
offices

Pay creditors more slowly; abandon employee perks; and eschew
corporate entertainment (both as supplier and guest)
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Darwinian Man matures

Resourceful; adversity breeds innovation; population growth
creates demand

Competitive advantage has a short shelf life

Prone to cyclicality; competitive pressures are endemic; being
asked to do ‘more for less’

Quality and punctiliousness
“We are all salesmen”

Reputation is a fickle bedfellow
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The Famous Five

Cash is King

Be aware of change; and embrace it

“Construction is the infantry” (10.5% of Western European GDP)
Scale, spread and structure

TKF — “the killing fields”
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Strategic options

Growth by region

Growth by product or discipline

M&A: mergers & acquisitions

New external investors/private equity/public to private

Public listing/right issues/ share placings/ IPOs

Status quo
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Strategic options 2

China (the 21st Century’s new power); Australia (minerals,
population growth & life expectancy is 79.7 years); Saudi Arabia’s
KAFD is probably World’s largest construction project

Water is the new oil — China has 20% of the World’s population
but only 7% of its fresh water

M&A climate has turned sharply positive; and where S1 of assets
is valued at more than S1

Being publicly listed: the FTSE 100 is up 67% since March 2009

Standing still is not a long term option
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FTSE 100 recovery
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Dow Jones “V”

Dow Jones Industrial Average
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Glass half full?

Unless the paradigm has shifted, recovery will follow slump (as
it always has), its nature will be different: ‘protected’ on the way
down; and inevitably ‘protracted’ on the way back

Risks persist, including: sovereign debt; unemployment;
inflation; food and commodity pricing

Nonetheless, latest World Bank forecasts show GDP growth in
developed world at 2.2% this year followed by 2.6 to 2.7% in
2012-13; with developing nations growing at 6.3% in 2011-13

National budget deficits have been paid off before; and in the
UK, for example, it spent £90 billion bailing out three banks and
could already recoup £57 billion
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Life after death: budget deficit reductions (% of GDP)
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Sweden:1993 to 1998 Canada:1992 to 2000 UK:1993 to 2000
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Learning from mistakes

“Why do we fall,
Sir?

So that we can
learn to pick
ourselves up”
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The cement industry

....and now let’s talk about cement!
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