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Service Center Inventories of Steel at Historic Lows

Pricing

Spot steel and base metals prices have continued to soar
through mid-April 2010. Hot-rolled band pricing in the U.S. has
rallied steadily from a low of $390 per ton in June 2009 to $535
per ton by year end 2009 to about $680 per ton as of mid-April
2010. Meanwhile, GFMS Metals Consulting’s base metal price
index has likewise rallied from about $175 per ton in April 2009 to
about $300 per ton by year end 2009 and to $315 per ton as of
mid-April 2010. In short, steel and base metals are up about 75%
off their 2009 bottoms, but still 30-60% below their previous
2007-08 peaks. Looking forward, the U.S. steel mills are looking
for further price gains, with AK Steel Corp. recently announcing
an immediate $40 per ton flat-rolled hike.

Global Steel Prices Continue to Rebound

A major factor propelling steel pricing higher has been a surge
in raw material costs and a new iron ore contract pricing
system. Some analyst predict that iron ore pricing will rise 90%
and coking coal perhaps 50-90% in 2010 vs. 2009, with spot iron
ore pricing into China already up about 50% YTD. Meanwhile,
steel scrap pricing has also soared as shown in the graph below.
Consequently, steel producers are likely to see a $125-$175

per ton rise in their costs in 2010, depending of course on their
degree of integration.

2010

Scrap Pricing Continues to Rally

Quarterly Average U.S. Hot-Rolled Coil Price vs. Spread Over
Steel Scrap (Shredded Auto Scrap)

1200

= Hot Rolled Coil Price
= === Hot Rolled Sheet Spread over Shredded Auto Scrap /A\

g
I

®
=}
=}

Quarterly Average $/ton
3 D
3 S

N

g

Source: Global Insight; AMM.
1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Quarterly Average U.S. Rebar Steel Price vs. Spread Over Steel
Scrap (#1 HM)
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H YoY % Change in China’s Broad Money Supply
Chlna Pu Ise 307 Note: M2 Source: People’s Bank of China
Growth Still Strong Though Showing Some Signs of 255
Intentional Deceleration
China has continued to see strong credit/stimulus induced
growth so far in 2010. For example: 20%
e Growth in investment in fixed assets has continued to

moderate in line with the tightening in credit with urban 15%
fixed asset investment growth of 26.6% in January-
February, down from 30.5% in December and over 33% in
mid-2009, although still strong.

¢ Industrial production rose 20.7% YT-February 2010. Exports
were up over 30%, but imports grew 60%, leading to a
sharp drop in China’s trade surplus. Chinese Steel Production & Capacity Utilization

e After dropping to 52.0 in February, China’s official PMI 55 , 110%

Source: IISI; World Steel Dynamics

recovered to 55.1 in March, still solidly above the key 50
expansion level mark.

e Auto sales in March remained buoyant, up 56%, with
passenger car sales up 63% according to semi-official data
released by a Chinese industry group. NBS statistics show
a 46% YoY rise in China’s new vehicle sales in February
following a 112% YoV rise in January.
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Select U.S. Mid-Market CFO
Survey Highlights

GE Capital, Americas surveyed the CFOs of 539 mid-market
companies in seven distinct industries across the U.S. in
December 2009 and January 2010. They were chosen from
an independent Dun & Bradstreet list of middle-market
companies. The CFOs were asked about their current views
and outlook on the U.S. economy, commercial credit and
lending conditions, sales, capital expenditures, merger &
acquisition (M&A) activities, business energy costs and other
operational issues. 50 of the 539 respondents were in the
Metals & Mining Industry.

Business Outlook

More than half of CFOs expect to see an expansion in the U.S.
economy within the next six months although only about 40%
anticipate growth within their respective industries and 50%
expect their industries to remain flat during that time period.
Nearly half of the CFOs surveyed foresee a post-recovery
reset that calls for them to permanently operate under new
rules.

Top concerns impacting growth and stability of U.S.
economy in 2010

Respondents could choose only one answer.
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Merger and Acquisition (M&A) Outlook

M&A activity will increase in 2010, driven by cost efficiency
goals — and encouraged by the relatively low cost of assets
available in the market.

2010

Percentage who expect more M&A activity within their
respective industries in 2010
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Financing Conditions and Credit Market Liquidity

Sixty-six percent of CFOs said their need for credit in 2010 is
expected to be on par with last year, and 85% expect their
lending institutions to maintain or increase credit availability
during their next round of financing.

Industry Snapshots

Sixty-four percent of all CFOs said they expect their
company’s revenues to increase in 2010. The technology &
business services and metals, mining & metals fabrication
industries demonstrated the most optimistic outlooks.

When Metals & Mining Industry respondents were asked
whether the recent significant volatility of metals prices had
caused them to use hedging to a greater extent in 2010, 32%
said yes vs. 68% responding no.

In response to the question: Do you see an increase in metals-
related imports as a competitive threat to your company/
business over the next twelve months, 35% said yes and 65%
said no.
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Loan Market Trends

2010 has seen continued improvement generally in the
syndicated loan markets, with many loans comprising the
SMi100 index now trading near par. As of the end of 1Q 2010,
the index was at 95 vs. a low of 63 in December 2008.
Leveraged issuers continued to tap the strong high yield
market in 1Q 2010, with roughly $23 billion of high yield bond
volume going to pay down outstanding loans and putting
cash in the hands of institutional lenders, including CLO’s. By
the end of 1Q 2010, average BB rated credit spreads had
narrowed to about L+345 in the primary vs. L+420 at year end
2009 (spreads were of course bolstered by OIDs and Libor
floors that continue to factor into overall yield). Single-B rated
names ended 1Q10 at L+425 in the primary market, down
from well over 510bp at year end.

Drawn Margins on Leveraged Institutional Term Loans
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Loan structures remained relatively conservative in 2009, with
significantly tighter covenant levels compared to 2006-2007
levels. In 2009, the average debt to EBITDA level was 3.48
times which was up from 2008's 3.32 times, but still very tight
when compared to 2006’s 4.15 times and 2007's 3.93 times.

Average Middle Market Maximum Debt to EBITDA

Covenants
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*Due to lack of sufficient data, LPC has not published a LTM 2Q09 Senior Debt multiple.

Institutional term loan issuance rose to $37 billion in 1Q 2010
vs. only $3 billlion of issuance in 1Q 2009 and $25 billion in 4Q
2009.
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U.S. Quarterly Institutional Term Loan Issuance
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Source: Thompson Reuters Loan Pricing Corp.
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In the Metals & Mining sector, total global syndicated loan
volume for BB+ and lower or unrated credits dropped 20% in
1Q 2010 to $9.1 billion. North American volume rose 3% YoY
to $2.2 billion in 10 2010.

Global Metals & Mining Syndicated Loan Volume
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Global Metals & Mining M&A activity has slowed sharply vs.
the elevated levels seen in the 2006-2007 period, but is
expected to pick up moderately again in 2010-2011 in the
months ahead as supported by expectations of CFO

noted in our survey on previous page.

Global Metals & Mining M&A Deal Volume by Region
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Spotlight Transaction

On December 21, 2009, GE Capital, Corporate Finance
Agent agented a $225 million asset-based credit facility for
Joint-Lead Arronger Portland, Oregon based Evraz Inc. NA.
Sole Book Runner Evraz Inc. NA operates steel mills and finishing facili-

ties throughout North America producing commodity
and specialty steel for service centers, fabricators, rail-
$225,000,000 roads, oil and gas producers, construction and other

Asset-Based Credit Facility morkets.

The loan will be used for working capital and other
. corporate needs. GE Capital Markets served as joint
Provided to: lead-arranger and sole book runner.

= EVRAZ

Metals & Mining

Over $4 Billion in Commitments Across the Value Chain*
*GE Capital (America) as of 12/31/09

$0.4 bil $0.9 bil $2.1 bil $0.8 bil

Smelting & Ref } Mill & Fab Production

Distribution
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Sign up to get GE Capital Industry Research Monitors emailed to you at: gelending.com/IRM
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Disclaimer: Although General Electric Capital Corporation (“GE”) believes that the information contained in this newsletter has been obtained from and is based upon sources GE
believes to be reliable, we do not guarantee its accuracy and it may be incomplete or condensed. GE makes no representation or warranties of any kind whatsoever in respect of such
information. GE accepts no liability of any kind for loss arising from the use of the material presented in this newsletter. This newsletter is not to be relied upon in substitution for the
exercise of your independent judgment or legal advice.
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