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1. Introduction

Sout h Af r i c abeenthmughia torgid see chSlohal Eboaomic CHEEC)

that commenced®08. The commodity boom that preceded the crisis has been followed by an
extended bear market characterizethble and generdilining prices, falling profits, a

fractious labour relatioMhile output has not declined in absolute terms over the whele post GEC
period, there have been periods of negative growth and few indicationshat @aedowery
sustainedThis is not an environment that typigitlybe regarded asingconducive to rising

levels of investment in the sector.

Inits traditionatonomic sense, the act of investment constitutes an addition to the fixed capital stocl
of an economy. Since fixed capithke form of buildimgachinery and equipment, and transport
equipmentis a critical input into most production processes, increases in the quantity and/or quality
capital assets is typically associated with an expansion in productialisca paergquisite for

ecaomic growthAspart of the existing fixed capital is consumed during the produgction process
increases in the fixed capital stock régaigesss new investment flexeeedhe value of the

fixed capital consurmétthin the same peribyestmertan also reflect financial fwisgg from

changing ownership of aghatamay have very little to damddrlyinghanges in the quantum of

fixed capitaln such cases, the economic value of this investment can arise fremp thie freeing
capialfor investment in new ventures in the same sector, or investment in others sectors. The new
owners may also be more adept at extracting value from the asset than the previous owners.

In order for private investment projects to be undertakerg thelg sbauhs that exceed the cost

of the financial capital empl@yebat least match-aidjusted returns on alternative uses of that

capital. For this reason, investment in a particular economy, or sector, is viewed as an expression
confidencen i ts future. Levels of investment in
as something of a barometer of the sector’s
investments in other sectors, or in mining activitigemsatféne world.

This study analgsevestment trends in mining in South Africa, ansltbesgxith sinal trends

in both other sectarsl other economi&s as to provide a perspectihe siecté relativhealth

and future prospettehe absence of comprehensive, disaggregated official data the analysis has
had to try to construct a picture of relevant trends using a variety of data sources. These include
aggregated national accounts indicators of investment flows and sty dksSfoutimidfrica

sourced from the South African Reserve Bank; slightly disaggoégiacesbadadtaws and

stock§ r om Quantec’ s St adishggreghieddatd onlthe anhouslfimancialDat a
performance of operations engaged in midiayariety of different metals and minerals sourced
from Statistics Sout h Af raggregated coimmndataréignFi nanc
direcinvestmemtflows and stocks friorh e Inv@sithens Map using UNCTAD and COMTRADE
dataannuasurveys of global investment projects in metapiblisivegl by tBagineering and

Mining Journal (E&MJ); and data on aggregated investment project values by type of investment
published by SNL Metals and Mining. The study has alstryusstkaoydata from the World

B a nEasesf Doing BusinasdLogistics Performanuiceso assess broader economic, logistic

and administrative factors that may impact on the mining sector in South Africa



None of these sources are withoutdimsitar shortcomings, but it is hoped that together they provide

a reasonably comprehensive and accurate reflection of investment trends in mining.

2. The global context for investmanthe mining sector

In the wake of the GEC, most mineral comnmexigluprioeteckforerecovengstrongly
between late 2009 and early 2011 on the back of strong demand from Clarsitokipeser,

market then took heldhthe prices & o ut h

January 2011 a8Sdptember 20a5 follows

Coal 58%
Iron Ore 68%
Gold 17%

Platinum 46%

Af r i commalitiedprereasingetmieeni n g

AsFigurel indicates, the extent and durationnodsheecewliecline in prickas been greater

thanthebear market of the late 1990s, with even tentative signs of a recovery yet to emerge.

Importantly, the capital expenditlearcyaningwhich typically lags price trenais toya year

Figurel: Contrasting prices and capital expenditure in minin

during two bear markets

Comparing: Late 1990s to Current Bear Market
(Year 0 = 1997 and 2012)

70 ® » » » Late 90s Capex

o o o Late 90s Price Index

60 Current Price Index

@mmms Current Bear Market Capex

Year 0

Year1 Year2 Year3

Adapted from work don8Ml Metals and Mining, 2015
However, there is little indidatdmany of these developments will emerge ovettdhreestiom

termd. As a consequentte prevailing bearish market conditions seem likely to persist for some time

hasfollowed a similar trend to that
of pricendice over the past three
years Some analysts and industry
expertsargue that the underlying
cause of the persistent bear
market in minirggthe result of
excess supply, rather than
deficient demand, and that this is
in large pafrtdue to global over
investment in the sector. A
turnaround will either require a
strong recovery in the demand for
commodities, widespread shut
downs of ungitable operatiqres
deliberate cut back in supply from
established operatietts some
combination of these three factors

to come-withnegativénplications fimvestment in the sector.

1lvan Glasenberg, CEO of Glencore regticitgd other players in the mining sector, stati@gvtleatr s uppl yi ng

of demand i s damagi
2 Responding to critics who have suggested the miners should rein in expansion plans, AnB@wi\BatReBillilgrC was

recently quoted as

costly

production.”

ng the credibility of the industry.”

sastysupphgin dpeh markets onty encquraged thee centineatioa of mord o w
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This view seems to be supported
by estimates of the value and Figure2: Value and nature of global capital expenditure in m
nature of global investment in
mining reflected in Figure 2, whi
indicatethat by the end of 2015
mining capex could be as much
30% lower than it waissgteak

in 2012 This declineagpected

to bedriven by 14% decline in
expenditure aimed at sustaining
existing production faciliiet’ %
decline in brownfield investmenti
and a 36% fall in greenfield
investments over the same peric
Brownfield investnsarafer to the
acquisition of existing mining
operations that may have been

250

m Greenfield
m Brownfield
B Sustaining Capex

200

150

[EnY

o

o
I

Estimated Capex in the Mining Industry (8 8illions)
a
o

“mot hballed” o

. . 0
opergtlng unprofitably under the CE D PP O DD P> P
previous owners. The dramatic R S S S R S A A

in the value of this type of
investment suggettat there are
perceived to beitea opportunities to turn existingédssg operations into finaraaitiye

entities given prevailing commodity filcdarly, theagesubstantially fewer unexploited mineral
deposits of sufficient quality to justify greenfield invetsieneoisaxtf current and anticipated
commodity prices.

Source: SNMetals and Mining, 2015

Given the transnational character of the global mining industry, levels of foreign direct investment
inflows and accumulated stocks of such investment can provide a proxy for the level of investor
confidence in particular locations, and for underlying capital formation. Table 1 indicates the report
value of world FDI inflows into the top twenty3mepdpterg countries. It indicates that Australia
was-by some magnituelthe largest rempt of FDI inflows in 2012, followed by Canada, Malaysia
and Chile. Given that South Africa is excluded, some care should be taken in interpreting these fig
because there is likely to be some reporti@vaiaghat commodity prices startéaditoifey
2011-signaling the end ofthe sol | e d *“-8esp fguren@nefledt soriresidual

investment exuberang@dere is also a lag between initial decisions to investatag#yenent

flows, so some of the 2012 flows maylagageteeinvestment decisions from 2011, oiféarlier.
construction of new mines (greenfield investments) would also typically require investment over a
number of years.

3 South Africa does not currently report FDI flows at a sestdtrikewet included in this analysis.



Tablel: Reported value of FDI inflows into tl
mining setorin 2012

Rank Country Value of FDI

Inflows into Mining

and Quarrying in

2012 US$ Million
1 Australia 38,834.€
2 Canada 6,878.4
3 Malaysia 3,117.1
4 Chile 2,837.7
5 Colombia 2,262.7
6 Kazakhstan 1,344.6
7 Dominican Republ 1,167.9
8 Mexico 6277
9 Denmark 552.6
10 Spain 420.2
11 Romania 344.4
12 France 330.2
13 Italy 317.4
14 Ecuador 224.9
15 Bolivia 218.9
16 Turkey 214.0
17 Viet Nam 167.5
18 Poland 160.6
19 Nicaragua 157.8
20 Czech Republic 134.9

Source: ITC Investment Map, usi@gAD and
COMTRADE data

The available Investment Map figures do not
differentiate between the mining of different
commodities. However, FDI inflows into some
countries such as Malaysia and Kazakhstan
are likely to be dominated by investment in oil
ard gas extraction activities.

The stock value of FDI reflectsxtbmulated
impact of prior investment infldwsted for
changes in the value of the underlying assets.
Annexuré reflects the twenty countries with the
largesreported stocks of FDI in nasiagthe

end of 2012In this case, South Africa had the
second largest foreign invesimdre sector,

with FDI valued at US$55.2 billion (Rkéd
billion at the exchange rates that prevailed in
2012). This wasbstantially lower than the
US$212.3 billion of FDI inflows that Australia had
attracted at that time, but significantly more than
Chile (US$30.9 billion) and Canada (US$16.7
billion).

Relative trends in the stock of mining FDI over

time for Australia, Sodticd, Chile and
Canada are shown in Figure 3.
that the stock value of mining FDI in Aust
increased by 458% between 2004 and 2(
The corresponding increase in South Afri
was only 178%, while in Canada it was 1
and in Chile oni86. Between 2004 and

2007, during the commodity boom leadin
to the2008 GEE Australia and South Afric.
followed similar trends, but Australia was
impacted less severely by the GEC and i
aftermath, and recovered more strongly ¢
consistently iretlgears that followed. This
seems likely to have been influenced larc
by the more extensive supply arrangeme
between Australia and China. In the comr
of these other countries, the decline in FI

100

Index: 2004

Figure3: Relative trends in the stocddue of FDI
It indicatégSEB)n.mining and_ quarry_ing from 200 20123
AustraliaSouth Africa, Chile and Canada

600
= Australia 558
500 = South Africa /
Chile
Canada
400 /
300 A\
T~ 278
234
200 -
161
100 -
0 T T T T T T T T 1
< Lo (o] N~ [e] (2] o i N
o o o o o o — — =
o o o o o o o o o
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stock values in 2012 in South Africa seenssurcef basic datdTC Investment Map, using UNCTAI
COMTRADE data



likelyto have been driven by endogenous factors, including Marikana and the disrupted labour relati
environment of the time, and elestrgplyconstraints.

Table2: South Africa's share of global
investment in the metals miniregtr

Country Share of Global Mining
Investment (% of Total)
2013 | 2012 | 2011 | 2009
Australia 13 14 15 11
Canada 15 14 14 11
Chile 9 9 8 9
Brazil 7 7 7 7
Russia 9 7 7 6
Peru 6 6 6 6
United State§ 6 5 5 5
South Africa 3 3 4 4
Philippines 2 2 3 3
Guinea 2 2
Mexico 2 2
SourcecE&MJ 6s Annual Sur

Investmeritvarious editions

An analysis of investment in the mining sector using
data sourced from Engineer:i
Annual Survey of Global Mining Invastiretet

that South Afri cafn010 ank i
to &in 2013The rankings of the 10 largest investing
destinations from 2008 to 2013 are siAowexuare
2More importantly, the
invesinent has declined as indicateaari

Reference source not fourdrom 4% in 2009 to
around 3% in203Bver the same perio
share increased from 6% to
shares remained stable at 7% and 9% respectively.
Canadaares rsohse from 11% to 1
share increased from 11% to 13% but was off its 2011
peak of 15%

ng

coun

Figure4: The value and share of global investment in 201
type of metal mined

US$ Billions
Iron, 144.
35%

Gold, 62.4,
15%

N

Nickel, 39.6,
9%

Uranium, 12.6,
3%

Diamonds, 4.0
1%
Platinum, 3.8,

1%

Copper, 146.3/,
35%

Palladium, 1.5/,
0%

Silver, 2.0, 0%
Zinc, 2.8, 1¢



In 2013, investment in the metals SourceE & MJ 6 s A n n u a MiniSgunvestm§20bdf C

mining sectors was dominated by iron and-wdppeicollectively accounted for about 70% of the

value of investment projects sufv@yedomparison, gold, silver, diamonds and platmjmum gro

metals (PGMs) collectively only accounted for 18% of total investment. The reason for the relative
importance of base metals investment probably arises from their more widespread industrial use ar
geographical prevalence. However, this has ted gietadrom significant declines in commodity
prices. As was noted above, the price of iron ore declined by almost 70% between January 2011 a
September 2015. Gte same period, copper prices 48ognd nickel pricesstis.

Table3: Value of mining investment
projects in the metals mining sectors i

2013
Country Value of Mining
Investment Project
(US$ million)

Canada 64,401
Chile 54,397
Russia 50,635
Australia 48,41
Peru 29,504
Brazil 27,287
USA 18,935
Papua New Guinea 13,215
Argentina 10,775
Guinea 10,000
Philippines 9,695
Indonesia 8,335
Sierra Leone 8,000
South Africa 7,895
Cameroon 7,686
Congo (Brazzhe 7,545
Panama 6,181
Sweden 4,994
Mexico 4,360
Other Countries 27,564
Total 419,875

SourcecE& MJ 6s Annual St

4Many mining projects extract more than one type of metal. These figures reflect the primary metal being mined

10



Table 3 shows the estimated value of investment prajestiserit2012

by country in 2013. It indicategloh@imetals mining investment was vakletbat US$420

billion in that yeart tds Canada attracted investm@Bt$as4.4 billidollowed by Chile (US$54.4
billion), Russia ((US$50.6 billion) and Australia (US$48.5 billion). Investment in the South African
metals mining sector is estimat#sifat9 billigabout R76 billiahprevailing exchange rates)

This isimilar to Sierra Leone, Cameroon, and Congo Brazzaville

3. The nature of global investment in the metals mining sectors

At the project level, different types of investment go through varimassstagesn g a “ pi p el
investment activity that involves different categories of suppliers and service providers. Greenfield
investments will usually first go through a conceptual (sometimes agierded ob rgnitude

or scoping stydand préeasibility phase. #easibility studiase more detailed tlsanping

studiesform part of necessdng diligencare usetb identify areas within the project thia requi

more work, aad@mto determinghether to proceed with a detailed feasibilityrstuditer will

providehe basis faapital appropriatiand budgetar the projectheyrequire significant formal
engineering woskould baccurate to within1i% and can cogt to 1.5%f the total estimated

project costlf the detailed feasibility study determines that the project is economically viable and
mees$ the necessary standards of anticipated returns, the project will move into the construction ph

51t is important to acknowledge the limitations of this survey of investment projeds dettbcléarsifnat degree of

coverage the sample has. Secondly, it is not clear that a consistent definition of the expenses that can be included in
investment was applied to the responses received. Thirdly, the survey only encompassevitietalsomining acti
investment of coal, and petroleum oil and gas exraictioare significant globalig not included. Nevertheless,

the survey provides important project data that is useful in assessing investment trends with respatt to the type of met
being mined, the location of the mining, the type of investment involved, and its announced value.

11
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Of the US$420 billion total investment in metaigamaiijig2013 around 76% (US$322 billion)

was identified as greenfield invesTiablatl indicates the number of projects associated with each

of the stages described above, as well as the total and avefageerdiakl projectsis

notable thélhere was an increase in the number of projects at the sibiailestéese in 2013, but

a decline in the number at both the conceptudeasibpity stage and in those at the construction
stage In total, the number of greenfield projects dropped slightly from 151 to 149 between 2012 anc
2013. On the basdd these figures, the scale of the required investment for engriegnfield

projecto begin delivering metal ores im2@aBund USR billion (aroun@KRillion at the

prevailing average exchange fiaie) was slightly lower than the Ufi§@rBaverage project

value in 2012.

Table4d: The number of greenfield metals mining investment projects diplstdlgeand their
aggregate and average valugdt2 an@013

Year Conceptual Detailed Construction| Total Numbel Total Value o]  Average
and Pre Feaibility of Projects | Projects (USY Value per
feasibility Billion) Project (US$
Billion)
2012 67 63 21 151 344.1 23
2013 60 72 17 149 321.9 2.2
Sourcef basicdata E&MJb6s Annual Survey of Gl obal Mi ning I nves

Brownfieldnd sustainimgvestmentdso typically go through a number of stages, ranging from

feasibility to plans and construction. In 2013, such investments only accounted for 22% of the total
number of metals mining investment projects, ante2étalofalue. The number, value and scale

of these projects by stage is shdwbl#s. The number of projects at the construction stage

increased in 2013, while those undergoing feasibility assessments dropedistigriywasv

an increase in the number of brownfield projectsfno20448 projects to ZBe average total

cost of a brownfield investment in wasanrgpund USpilliorin 2013down from US$2.1 billion in

2012

Table5: The number of brownfield and sustaining metals mining investment projects globally by stage
and their aggregate and average value in 2012 and 2013

Year Feasibility Plans Construction| Total Numbel Total Value o] Averge
of Projects | Projects (USy Value per
Billion) Project (US$
Billion)
2012 12 18 14 44 91.5 2.1
2013 10 18 20 48 97.9 2.0
Sourcef basicdata E&MJd6s Annual Survey of Global Mining Inves

4. Investment in the mining and quarrying sector in South Africa

Figureb: Mineral exports contribution to total

12



merchandise export earnings There have been significant structural shifts in
South Africa’s earnings

40% particularly over the pastdc&Vhereas
earnings from precious metals and stones
35% . . : . -
r\ have steadily declined in their contribution to
30% V| total merchandise export earnings, from a

peak 084% in 1997 tmde 6% in 2014,

the contribution of ores, slag and ash has
20% risen from just over 3¥hdoe than 13%
between 2004 and 2014. These trends are

15% : )
/J\ illustrated Rigure.
10% /

25% -

Share of Total Merchandise Exports

In the wake of the Global Economic Crisis,

0, . .

N I ~——" South Africa has lost market share in many

0% e e e e e categories of metal and mineral products.
PSP RPED DB D DDEBD DI _—
$5005556556056055000 Annexure 3 indicatles share of total South

African metal and mineral exports in 2014, the
average annual percentage change in the
value of South African exports in US dollar
terms, the corresponding average annual
growth in world exports of the same commaodity, artththaetsxport growth for South African
exports.

e 0Ores, slag & ask===Precious metals & stones

SourceSouth African Revenue Service, via Quantec

If South African exports of a particular commodity grew at a faster rate than the corresponding rate
growth in world exports, then this is an indicator of competitive advantages in that commodity.
Corversely, if South African export growth is lower than corresponding world export growth, this is
taken to indicate a competitive disadvantage in that commodity.

The analysis reveals that South Africa gained global mark&nsharaliprbduct caiags

which together accountedBf®®s of the value of total mineral exports in 2014. The most significant
of the categories that gained market shairerwore (25% of mineral expoo@l) (16% of mineral
exportsand manganese (6% of minerat&xpdhe country lost global market share in 21 mineral
product categories which collectively acco&t&elfof mineral exports in 2014. The most
significant of these was platinum (24% of mineral exports), gold (22% of mineral exports), and
diamonsl (9% of mineral exports).

It is not clear what impact levels of gross fixed capital formation in mining had on this export
performance. On the one hand, deteriorating competitiveness suggests deteriorating returns and &
decline in the willingness tatimvéhe sector. On the other, insufficient investment would limit the
capacity to extract minerals and to grow exports.

Figure6: Relative trends in real gross fixed capital forme
by sector
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In the light of this, it is interesting to 600 e Agrriculture

compartrends in the levels of gross
fixed capital formation in the mining 500 == Mining
and quarrying sector with that of the 488 S
. === Manufacturing
other major sectors of the South
African economfigure 6 indicates 8 40 — Uiliies
that whel fixed investment in mining ! -
has not performed as well as some & 300 - = Construction
other sectors (construction, utilities, %
and transport and communications) £ Transport &
P ~ 200 - Communications
has performed relatively better than Trade
others-particularly agriculture, finan 11
: . 100 -
and insurance, manufacturing and Finance &
trade Insurance
O Trrrrrrrrrrrrrrrrrri Communlty &
H DD & A QO Personal
Between 1995 and 2014, the value FF TS S oo

real fixed capital formation in mining
rose by 225%, compared with 388%Smlrce80uth AfricdReservBank via Quantec
the case of utilities and 11% in agriculture.

The value of fixed capital fornf@#@F)N mining in constant price terms by asset type is shown in
Figure 7. It indicates a drop in investment levels between 2003 and 2005, follaticedsky a dra

that lasted till 2009. After a slight decrease
Figure7: The value of gross fixed capital formation i jn 2009, levels of investment have been
mining by asst type relatively flat in real terms.

3 80
% Transport equipment While it remains the smallest component of
g 70 : real GFCF, investment in transport
S 'gﬂqﬁgmm and other equipment has shown the strongest growth
80 " Byidings and constuction since 95. By 2014hid increased by
g works I | 516% Over the same period, investment in
5 = 30 buildings and construction works increased
885 I | in real terms by 283%, and capital
§§ E 40 I | expenditure on machinery and other
E =~ 20 equipment rose by 169%. The increased
= investment in transpoui@ment may be
g 20 I | response to an inability to adoassnet
5 I | railfacilities particularly in the case of
;3; 10 - newer mining operatiocated in areas
> I | unserved by railt the same tintkeere is

0 - relatively little evidence of a dramatic

S S (L@‘b %@‘0 q9® %@% (Lg\\ %g@ increase in mechati@awithin the sector.

SourceQuantec Standardised Industry Database

Figure8: The value and composition of the real fixed caj
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After an extended period of stagnatigngk in the mining and quarrying sector
the realXed capital stock of the mini 700
sector increased steadily between z
and 2014rising by more than 50%.
This risesreflected iRigure3 and
indicates that the rdteew
investment has consistently exceed
the rate at v the existing capital
stock is consumed. Fhisuld point
towards greater production capacity
within the sector.

= Transport equipment

600 m Machinery and other equipment

m Buildings and construction

works
500

I
o
)

(R Billions)

w

o

o
1

The average annual rates of
consumption of the different asset
types in mining are as follows:

Value of Fixed Capital Stock at Constant 2010 Prices

100 -
Transport equipment 24% p.a
Machinery &nar equipment 12% p.a
Buildings & construction wi 5% p.a. 0 -
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This gives rise to expected aVerageSourceSouth African Reserve Bank, via Quantec

asset lifespans of around 4 years for transport equipment, 8 years for machinery and equipment ar
years for buildings and construction works.

Figure9d: The value and composition of the fixed capital stock in the mining and quarrying sectc
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Available data only provides for limited disaggregation of the fixed capital stock by type of commod
mined. Using Quantec data for coal mining, gold and uranium ore mining, iron ore mining and othe
mining, and weighting the relevant dataousimgent asset data for different types of mining

entities obtained from the Statistics South Africa akatyssKihancial Statements, it has been
possible to estimate the fixed capital stock applicable to each commodity type, andh® examine how
share of accumulated fixed investment of each type of mining has chanddx oesulisnef

this estimation are reflectedyure above, as well aAimnexurd —which indicates how the

share of each type of mineral mined of the total fixed capital stock has changed over time.

The share of gold and uranium ore decreased from an estimated 48% of the total in 2006 to 37%.
Coal s shar e r osP&SMSincreased frdiotind 2% to 27%.%ron onersholvesl

the most significant gain, increasing from 0.5% in 2006 to almost 11% in 2014. The other minerals
generally account for relasvedyyshares of the fixed capital stock. A rising share of the overall

capital stock pointsates of investment in respect of particular minerals that are higher than the
sector average. Conversely, declining-simveith gold, diamonds, chrome and (since 2010)

PGMs indicate rates of investment lower than the sector average.

The reltive impact of these trends on the
FigurelQ Relative trends in the nominal value of the  nominal value of the fixed capital stock in

fixed capital stock for the major mining product the major mining product categories (coal,

categories . . -
8 450 gold, iron and PGMs) is shown in Figure 10.
n coal It indicates a dramatic 294% increase in the
g 400 394 value of the capital stock associated with
¥ =——Gold & Uranium Ore iron ore mining betweel020d 2014. By
S 350 .
o Iron Ore contrast, the growth in the value of the
£ 300 capital stock for coal, gold and PGMs was
S ——PGMs more pedestriamer the same period
© . .
g 250 ranging from 54% in the case of coal, to
E 200 around 28% in the case of the precious
5 metals.
g 150 4
g 128 Ashas already been indicated, private
T 100 sector investment is generally undertaken
§ 50 - with the expectation of a return on that
investment that exceeds the cost of the
0 T funds and that at least matches the risk
200620072008200920102011201220132014 _ .. .
adjusted returns anticipated on alternative

Sourcef basic dat@uantec Standardised Industry Datab yses of tls@ funds. Given the sharp fall in
StatsSA Annual Financial Statemearisus editions the price of almost all mining commodities

over the past few years, it seems likely that the returns being achieved in relation to most mining
activities are lower than were anticipated at the time some of therirthestewtotsvere made.

An analysis of the return on assets in respect of different commodities mindeigsiréflected in
A more comprehensive table reflecting ROA by mined commodity from 2006 to 2013 is included as
Annexuré.
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Figure 11 indicates thatreturn

on assets has generally decreas
significantly since 2009, and was
negative in the case of four types

commodities: chrome, PGMs,

dimension stone, and other minir

Only two products or activities
experienced improved returns
between 2009chA013: gold and

uranium ore mining, and services

incidental to mining. The
improvement in returns to gold
mining was marginal, but overall

average returns across the whole
sector declined as reflected beloy
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While there is no uniform desiredsourcef basic dat&tatsSA Analysis of Annual Financial Stateme
value for an ROA ratio, projects thatous editions

cannot delivereturn that is at least equal
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exists, and for mining as a whole. A central premise of the National Development Plan is that the r.
of GFCF to the GDP needs to increase from its current lex20%qat@ataser to 30% in order

for the economybi® able to sustain higher economic growth rates of 6% to 8% /Avezrageum.
investment rates in the mining sector are already higher than thiatarpewveabeen for some
yearsbutthe growth in output has not been forthcoming.uipufactihe sectbas been flat or

declining for the past four years, with an average annual contraction in real GVA between 2010 anc
2014 0of0.3%.Certainly, the levels of investment in the gold and uranium ore mining sector appear
unsustainable, withGEFequivalent to 66% of estimated value added in 2014, a contraction in output
of more than 15%, and persistently low returns in recent years.

While low interest rates globally have made it possible for mining companies to restructure their
balance sheatsvay from equitynding and in favour of low cost debt, such funding carries increased
exchage rate riskit is alswidely anticipated that the interest cycle is about to turn.

The principle motive for investing in the current environmentanbciloabiennof an upturn in the
commodity cycle. Howewrhas been notettlis has been leagaited and there is little sign of
an imminent turnaround.

5. The nature of investment in mining in South Africa

The global investment trends refleCeduléd and Table &an be compared with equivalent data

from the same source relating to investment projects in metals mining in South Africa. These are
reflected in Table 6 and Table 7. In relatiepitolibeveagreefieldand brownfighlojects

South Africa has a smaller proportion of the former (63% in 2012 and 60% in 2013, compared with
and 78% globally) and they are significantly smaller in scale (US$0.84 billion in South Africa in 201
compared with US$2li®h globally, and US$0.39 billion compared with US$ 2.2 billion globally in
2013) . According to the oalylasdieapmojedinthexf or mat i
conceptual or gamasibility stageThe dramatic fall in the total aratjaweriue of projects between

2012 and 2013 suggests a significargadwg of project gpost Marikana and pointsdee

riskaverse, less confident investors.

Table6: The number of greenfield mining investment projestaith Africa by stage and their
aggregate and average value in 2012 and 2013

Year Conceptual Detailed Construction| Total Numbel Total Value o]  Average
and Pre Feasibility of Projects | Projects (USY Value per
feasibility Billion) Project (US$
Billion)
2012 1 6 3 10 8.4 0.84
2013 1 5 3 9 3.5 0.39
Sourcef basicdata E&MJ b6s Annual Survey of Gl obal Mining |l nves
SLonmin/ Shanduka’s Akanani p Haagibditgin20dBo ved from concept
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While the number of brownfield projects is proportionately more significant in South Africa than the
global average, there were no prdjdwsfiaont end (feasibility) in 2013, and there was also a

marked decline in both the total value of projects in the pipeline, and their average value. Wherea:
average value of brownfields projects globally was around US$2 billion, imeSmatle Afrtba t
investment was less than half that in 2013.

Table7: The number of brownfield and sustaining mining investment projects in South Africa by stage
and their aggregate and average value in 2012 and 2013

Year Feasibiliy Plans Construction| Total Numbe| Total Value o]  Average
of Projects | Projects (USy Value per
Billion) Project (US$
Billion)
2012 1 3 2 6 6.3 1.05
2013 0 3 3 6 4.4 0.73
Sourcef basicdata E&MJb6s Annual Survey of Gl obal Mi ning I nves

As has beermoted, mining investment projects usually have extensive lead times, with individual
projects taking a number of years to move from the conceptual and feasibility stages to production.
The South African greenfield and brownfield project pipelineehaslesetiat the entry end

(conceptual and {ieasibility) and the scale of both types of investment has be&hislaslhed.

almost certainly be reflected in declining aggregate levels of investment in the sector in coming yea

TableB summarises the key differences between metals mining investment projects in the rest of the
world and those in South Africa. Globally, there is a more sustainable greenfield investment pipelir
with a higher percentage of projectzantieptual or geasibility stage. In relation to brownfield
investments, the rest of the world is heavily weighted to the planning stage, whereas South Africa t
higher proportion in the construction stagecasdpgning is a bigger featunéngig in the rest

of the world, with 87% of mining projects fully or partia#ly dpedouth Africa, only 27% of the

mining projects surveyed arecgsn

Investment projects in South Africa are heavily weighted towards-RGdd umiimiggl 73% of
the projects in this country, but for only 7% in the rest of the world. It is worth remembering that the
average ROA in PGM mining in South Africa was negative in 2013.

Table8: Contrasting the structure and nature oimgin 2013n the rest of the world with that in South
Africa

Description Globald South Africa
excluding
South Africa

% of total projects that are greenfield projects 81% 60%
% of greenfield projects at conceptualearspyiity stage 50% 11%
% d greenfield projects at feasibility stage 42% 56%
% of greenfield projects at construction stage 8% 33%
Average value of greenfield projects US$2.2bn US$0.39 bn
% of total projects that are brownfield projects 19% 40%
% of brownfield projecteatilbility stage 7% 0%
% of brownfield projects at planning stage 80% 50%
% of brownfield projects at construction stage 13% 50%
Average value of brownfield projects US$2.2bn US$0.73bn
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% of projects that relate to-opagtnmines 87% 27%
% ofprojects that relate primarily to gold mining 24% 13%
% of projects that relate primarily to PGM mining 7% 73%
% of projects that relate primarily to iron ore mining 16%
% of projects that relate primarily to copper ore mining 20%
% of projects thiatate primarily to diamond mining 5% 13%
% of projects that relate primarily to nickel ore mining 13%
% of projects that relate primarily to silver mining 2%
% of projects that relate primarily to uranium ore mining 3%
% of projects that relat@amily to zinc ore mining 6%

Sourcef basicdata E&MJ 6s Annual Sur va2y3 of Gl obal Mi ning I nves

6. Looking for reasons to explain the observed investment trends and
investment prospecta mining in South Africa

In addition to the desire t@®aeld required rate of return, the act of investment is driven by one or
more additional motives. The choice of location is based on the extent to which it satisfies these
motives. Rationally, one possible location will be preferred over otherebiopsibatause it

gives rise to relativel-yanstenadea Based on‘tre svakedone ” t h
by Dunning (I%®n industrial organisation and multinational enterprise (MNE) behaviour, four
primary motives are identifegduhderpin the location choices of investors:

i) Resource seeking investment;

i) Market seeking investment;

iii) Efficiency seeking investment; and
iv) Strategic asset seeking investment.

The primary motive behind the location choice of investors in the minahgesicéways be

the presence and quality of a desmecasourceAccording to prevailing thezsgurce

seeking investmentsually directly tied to the presence of natural resources or theitigrocessing.
generally seen as a locdtiofired investment, although processing activities may be more mobile
than extraction activities. Governments are generally seen to have significant bargaining power ove
MNCs where this type of investment applies. Policy approaches to mihikzahsghtaran

likely to be significant issues in this kind of investment.

In this regard,is widely acknowledged that South Africa is richly endowed with a wide range of know
mineral reserveshla s t h e woervésafglainushmanggse, chromium, gald

alumineilicates It is also a significant proadi¢derrochragyothemplatinum group metals
vanadiugrferromanganese and fluor§pathe face of it then, South Africa should have little difficulty

in attracting investmetat ining. But while the presence of a particular resource is a necessary
condition to attract investors it is not a sufficient one to ensure that the investment takes place. Firs
the prospective miner needs to acquire the necessary rightstioeextrace s our c e . I n
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case, a potenti al investor’s willingness and
deposit is not the Government’s only conside
Once the nessary rights have been obtained, the mining entity needs to be able to extract the
necessary resource cost effectivetptiaend be able to get the extracted resource from the mine to

a processingeand market. This requimeapetitivefyriced ikrmediate inputs and production

factors, and efficisansport and logistics infrastructure.

Figurel3indicates the estimated value chain for gold and uranium ore mining in South Africa in 201-
Similar value chains for cahb#rer mining are includedhagxuré andAnnexuré@ respectively.

While the contributddimtermediate inputs to the value of sales is relatively small (21%) in relation to
the value added of thiaing itself (79%), there are many critical inputs, including electricity,
explosives, construction materials, security, transport and finanveidd@drwibes the mining

operation itself will be unable to furi@ven that most mines aremuacontinuous basis, it is not

simply the cost of these inputs that matters, but also the reliability of their supply

Figurel3 Estimated value chain for gold and uranium ore mining in 2014
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It is also noteworthy that remuneration of labour constituted 63% of the value added in 2014. This
partly the result of depressed returns, resulting in a comparatively lower grophispdragng su
average share of the gross operating surplus
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labour costs make up such a significant proportion of value added it is concerning that labour
productivity in the sector (measured by reabowtptkay) has fallen by close to 40% over the past
decadeThis is not simply a function of a disrupted labour relations environment, but also a result of
measurement: while the quantitylefasneg rock extracted might have increased, gold output per
worker has declined due to the declining quality of the ore extracted.

The lack of domestic beneficiation of the output of the sector is reflected in the fact that less than 1
the value of the sales is supplied to the local market.

Given South Agit s domi nant share of many miner al re:
investment in mining is worrying and requires answers. Is this trend simply a function of changing
demand patterns, which has seen demand for precious metals and stdhesldpotisseid

postGEC global economy? If so, why is there still a fairly high degree of investor interest globally ir
the mining of these commodities? The share of investment projects outside South Africa in gold, P(
silver and diamonds was 38% tdtti in 2013, and inside the country these products represent the
only ones in the investment pipeline according to available sources. This then raises the question
whether there are other, cespémific drivers that explain relatively besterenv performance.

This is first considered at a general level. Since the general business environment is likely to impa
the costs of extraction, countries that have are perceived to be easier places to do business should
able to attract a prammately greater share of global investment flows into mining

Figurel4 Relationship between Ease of Doing Business ranking and share of global mining in
project value in 2013

o ®

0% 2% 1% 6% 8% 10% 12% 14% 16% 18%
Share of Global Mining Investment in 2013

Ease of Doing Business Ranking

Source: E&MJ 6s IMninglravéstm&nt 2014 eWorlddBank G1 o b a

Figureldindicates that there is indeed some correlation between those countries that have succeed
in attracting large shares of mining investment and their Ease of Doing Buss@stbliahkohgs
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by the WorldBank Sout h Africa’s posi t i cauntrieswite hown i
less attractive Ease of Doing Business rankings and higher shares of global mining investment, the
are also others with lower (better)magks and smal |l er shar e sif The
the easy of doing business was the only relevant factor determining investreer8ainéres

Africa should be able to attract at least double its present share of mining investment.

Since the efficiency and cost of getting the extracted product from its source to a processing facility
on to a local or global market can have a significant impact on the returns to mining, the relationshi
between logistics systems and investriemmigpece were also examined. In this case the country
rankings emerging from t he(LRMjewhichd thdBneighted s L o g
average of the countsgores on the six key dimenksted belowwere correlated with the

counry’ s share of gl obal mining investment.

i) Efficiency of the clearance process (i.e., speed, simplicity and predictability of
formalities) by border control agencies, including customs;

i) Quality of trade and transport related infrastructure (e.goqustsoealb,
information technology);

iii) Ease of arranging competitively priced shipments;

iv) Competence and quality of logistics services (e.g., transport operators, customs
brokers);

V) Ability to track and trace consignments;

Vi) Timeliness of shipments in reatdstigation within the scheduled or expected
delivery time.

Figurel5 Relationship between Logistics Performance Index ranking and share of global minir
investment project value in 2013
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7ldeally, this correlation should be tested furtketartrgrtb establish whether there is a causative effect by examining
changes in the indices and shares over time. Available data did not permit such an analysis at this time.
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The results of this analysis are refleetgaréds Once again, there is some positive correlation
between the logistics performance of particular countries and their respiegkbleakshanasg

investment. However, if this was the only factor determining investment attraction, South Africa sh
have been abledattract around 10% of global mining investment (compared with the 2% actually

attracted).

In order to try to determine whether any specific aspect of logistics was more important than others
relation to mining investment, the sca@shfeaomponent of the LPI of the four largest destinations

for mining investment in 28W8tralia, Canada, Chile and Rassle§puth Afrjegere compared.

These are showrFigurel6 The detailed rankings and sconesladed a&nnexur8. South

Figurel@ Comparative LPI component scores for nr
mining investment destinations

Infrastru

g& cture

tracing

compet
ence

= Canada =—Australia South Africa

== Chile = Russia

SourceWorld Bank

Africa scores comparatively poorly in
relation Australia and Canada in customs,
infrastructure, and tracking and tracing, but
scores better than Russia in all departments,
and is largely on par vattbetter than,

Chile.

So while the rankings suggest some scope
for areas absolute and relative
improvement, they do-imt themselves
explain differencesamparative
attractiveness for mining investitiesre
appears to be little in thg efgublished
research that seeks to explain why some
mining destinations have been more
successful at attracting mining investment
than others.

Tax and other governmpeovided
incentives do not seem to feature as a
significant driver of investmedre mihing

industry, although the provision of appropriate infrastructure may be an incentive at a local level.

6.1Australia

As the figures relating to fixed capital stocks and investment flows attest, Australia has been hugely
successful at attractingstment into its mining sector. While it is a relatively easy place to do
business, and it has sophisticated and competitive logistics systems, perhaps its biggest advantage
its relative proximity to China (and other major mtgketefais shasJapan anlorea). Jin

(2014) notes that:
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“Australia is one of the earliest countries which Chinese companies have gone out for, and is the second larges
target for Chinabds overseas i nvest mtaindustrysttatc ond o nl
has attracted most investment from China intodAustralia.

Commenting on Baost eel Jmnotespthatthid was paraokeaelanyterm o f
strategy that first saw Baosteel acquire sufficient shares in &qualaeatatnt the boasw it

had an insider view of the compadythen to make an offer directly to shareholders at a time when
the market for steel was depressed and share valuatitmadk lawont term view of prospects,

and thetimingoéthi nvest ment reflected this. Jin als
have encountered greater regulatory hoditedays (as other Chinese investments had previously
donef rom Australia’ s For e]jbgtthatHiswasegetieththrnough tiike v i e \
establisiment o partnershyithAurizon, a local company, as the engineering, procurement,
construction (EPC) contractor

The surge in Chinese investment in Australian mining follows on the heels of an earlier wave of
investment from Japahe 1960dn both cases, the objective appears to have been to secure
supply of necessary resoufoesst notably iron ore and &yataking direct stake in the oo

mining companies in the 1960s, Japanese steet miblls voeensure security of supply of raw
materials by signing g contracts to buy. Chinese steel mitiera@icating this approach.

6.2Canada

Although Canada has also managed to attract significant amounts of investment iimiQ its mining sec
most of this is domestig@heratedwitha much smaller proportion from foreign sGivees.

that it i s the second | argest country in the
a major mining country is not surpridingugh some of the mining operations are comparatively
moreremoteonst of Canada’s industries are centred

Statesln 2006, thdnited States impoded e r 6 5 % o MiniAExpodsduathesoity ot a |
also has well established logistics routes to Asian, European and South American markets.

Canada’s mining companies, invest significan
consistently ranking first in its share of global esplendiimn The Toronto Stock Exchange also

has substantially more mining companies listed than any ahdrib@@%4 it raised over C$8.9

billion in mining finance as part of 1,482 finance transactions. This was more than double the amol
raisen theAustralian Securities Exchak@. ( The JSE only raised C$0.2 billion over the same
period.

7. Summary and conclusion

Since 2011 a pronounced bear market has set in in relation to mining commodities, with prices fallii
significantly and steadilyis has had a marked impact on global investmentviritmminigg
capex declining steadily over the past fauHgeeeser, even within this broader negative context,
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Sout h Af r i cmihirg ingebtraentdas addclisagdestibgatithere are other,

countngpecific factors at play. Total investment in mining was valued at US$420 billion in 2013, of
which Canada attracted the largest share (US$ 64.4 billion), followed by Chile (US$54.4 billion), Ri
((US$50.6 billion) and Aliat(US$48.5 billion). Investment in the South African mining sector is
estimated at US$7.9 billion.

There have been significant structural shift
precious metals and stones accounting for alst@adiyng share, and exports of ores, slag and

ash rising in importance from just over 3% of total merchandise exp&0edonnge than

13%n2014 An analysis of the export performance of individual commodities reveals that South
Africa gaed global market share in 18 mineral product categories which together accounted for 48.
of the value of total mineral exports in 2014 and lost global market share in 21 mineral product
categories which collectively accounted for 51.5% of misens2@kporThe most significant of

these was platinum (24% of mineral exports), gold (22% of mineral exports), and diamonds (9% of
mineral exports).

While fixed investment in mining has not performed as well as some other sectors of the South Afri
ecaomy (construction, utilities, and transport and communications), it has performed relatively bett
than othersparticularly agriculture, finance and insurance, manufacturing and trade. After an
extended period of stagnation, the real fixed chpatairstonining sector increased steadily

between 2007 and 281iéing by more than 50%. This indicates that the rate on new investment has
consistently exceeded the rate at which the existing capital stock is consumed, and should point
towards greateroduction capacity within the sector.

Average investment rates in the mining sector are already higher thanniec8@8ar &P

ratio to GDP, and have been for some years, but the growth in output has not been forthcoming. W
the context afcontraction in output of more than 15% in 2014, and persistently low returns in recent
yearsthe levels of investment in the gold and uranium ore mifeggisalent to 66% of

estimated value added in Z{dpBar unsustainalf#nce mining irstment projects usually have
extensive lead times, with individual projects taking a number of years to move from the conceptua
feasibility stages to production, it is concerning that the South African greenfield and brownfield pro
pipeline hasfettively closed at the entry end (conceptual and feasibility) and the scale of both types
of investment has been slashed. This will almost certainly be reflected in declining aggregate level
investment in the sector in coming years.

Inthesearch®rx pl anations for South Africa’s compar
correlations with the general ease of doing business and the state of logistics were undertaken. Bc
analyses suggest that South Africa should be attracting more inveistimg tihamtat is.

However, in the context of depressed commodity prices and low (and sometimes negative) returns
most minerals mined, perhaps the biggest constraint the country faces is one of geography. The fe
that the countrjosatedelatrely far away from most of the major markets for the commaodities it
producesWhen margins are already tight due to low prices, the additional costs associated with
transporting relatively low value and bulky mined commodities to distant maskiéts undermine
relative attractiveness of the South African miningftezdierng railed to Saldanha, iron ore from
Sichen needs to travel 9322 nautical miles to get to Shanghai. This can be expected to take almos
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days. By contrast ore shipped fromantie (Perth) in Australia to Shanghai needs to travel 4794
nautical milesa trip that should take around 20[dalygery from ports close to mining areas in
Chile to ports on the West Coast of the UniteduStaaesally take around 25 days.

Inthe context of global markets that are alreadpplied, it is unrealistic to expect significant

growth in the levels of aggregate investment in the South African mahiahsectiveady high

in relation to the value added by the settad, thshortermnvestment focus needs to be on
improving the efficiency of extraction in existing operations, and on seeking to limit some of the

di sadvantage i mposed by South Africa’s dista
pralucts mined within the local economy would help to limit this disadvantage.
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Annexures

Annexurel: Accumulatedtock value of FDI inflows into the mining sector as at end 2012

Rank Country Value of F8tocks irMining and

Quarryingat end2012 US$ Millior]
1 Australia 212,346.4
2 South Africa 55,198.9
3 Chile 30,900.3
4 Canada 16,739.6
5 Malaysia 9,023.8
6 Denmark 6,283.4
7 Romania 4,246.6
8 Netherlands 3,641.3
9 Kazakhstan 3,439.8
10 France 3,308.2
11 Viet Nam 3,182.0
12 Finland 2,525.8
13 Thailand 2,517.1
14 New Zealand 2,473.9
15 Botswana 2,032.3
16 Austria 393.9
17 Macedonia 206.2
18 Estonia 91.2
19 Latvia 88.6
20 Japan 76.8

Source: ITC Investment Map, using UNCTAD and

COMTRADE data

Annexure2: Rankings of the top 10 countries in terms of the value of mining investment in the metals mining

sectors

Couwntry Share of Global Mining Investment (% of Total)

2013 2012 2011 2009

Australia 13 14 15 11
Canada 15 14 14 11
Chile 9 9 8 9
Brazil 7 7 7 7
Russia 9 7 7 6
Peru 6 6 6 6
United States 6 5 5 5
South Africa 3 3 4 4
Philippines 2 2 3 3
Guinea 2 2
Mexico 2 2
SourcecE&MJ 6 s Annual Sur veyvarodlsedtibnsb al Mi
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Annexure8: Revealed competitive advantage of South African mineral exports: 2008 to 2014

Average Average
Share of Annual
Annual . NetAnnual
TotalSA Growth in SA Growth in Growth in SA
Exported Product Mineral . World .
Exports in uEsngoer)Sog]t Exports in zog)éptortzsdm
2014 pota | USS: 2008 tq 0
2014

Base metals, silver or gold, clad w plat, nfw than se
manufacted 0.0% 201.0% 32.0% 169.0%
Zinc ores and concentrates 0.1% 76.5% 5.5% 71.1%
Tungsten ores and concentrates 0.0% 68.6% 7.9% 60.8%
Ores and concentrates, nes 0.9% 89.5% 28.9% 60.6%
Articles of goldsmith's/silversmith's wares&pts 0.0% 38.0% -0.3% 38.4%
Articles of natural or cultured pearls, prec/semi pre( 0.0% 44.8% 15.8% 29.0%
Ash & residues containing metals of metallic compg 0.0% 35.6% 6.7% 28.9%
Granulated slag from the manufacture of iron or ste 0.9% 27.4% 5.7% 21.7%
Aluminium oraged concentrates 0.0% 23.2% 4.7% 18.5%
Cobalt ores and concentrates 0.1% 2.2% -9.3% 11.5%
Imitation jewellery 0.1% 18.6% 7.4% 11.3%
Iron ores & concentrates; including roasted iron pyr, 25.1% 18.8% 10.0% 8.8%
Chromium ores and concentrates 4.0% 2. % -3.9% 6.7%
Coin 0.0% 7.7% 1.9% 5.8%
Manganese ores and concentrates etc 6.1% -2.4% -4.5% 2.1%
Coal; briquettes, ovoids & similar solid fuels manufg
from coal 16.2% 1.5% 0.4% 1.1%
Molybdenum ores and concentrates 0.0% -9.4% -10.0% 0.6%
Waste &crap of precious metal 1.1% -3.3% -3.5% 0.2%
Niobium, tantalum, vanadium or zirconium ores ang
concentrates 1.4% 7.0% 7.8% -0.8%
Platinum, unwrought or in-s&mnufactured forms 24.3% -6.6% 5.1% -1.5%
Copper ores and concentrates 1.7% 4.5% 7.7% -3.2%
Titanium ores and concentrates 2.2% 6.0% 9.5% -3.5%
Diamonds, not mounted or set 9.0% 1.0% 4.8% -3.8%
Slag, dross other than granulated slag 0.2% -6.2% 3.0% 9.2%
Base metals clad with silver, nfw thamaemfiactured 0.0% -12.3% 3.7% -16.0%
Artigds of jewellery & parts thereof 0.2% -0.4% 17.0% -17.3%
Lead ores and concentrates 0.2% -6.6% 13.5% -20.1%
Gold unwrought or in geamuf forms 18.0% -0.3% 20.0% -20.3%
Syn/reconstr prec/spneic stones, not strg/mounted/s 0.0% -11.2% 13.9% -25.1%
Dust & powder of precious ofsenious stones 0.0% -24.7% 3.8% -28.5%
Silver, unwrght or in seanuf. form 0.0% -24.1% 6.5% -30.6%
Precious metal ores and concentrates 0.6% -20.4% 13.4% -33.7%
Slag & ash nes, including seawood ash (kelp) 0.0% -379% 4.1% -33.9%
Articles of precious metal or metal clad with preciol
nes 0.0% -23.4% 16.2% -39.6%
Nickel ores and concentrates 0.0% -37.6% 6.5% -44.0%
Tin ores and concentrates 0.0% -23.1% 21.8% -44.8%
Base metals or silver, clad with gokthanf semi
manufactured 0.0% -60.3% -3.6% -56.8%
Precious & seprecious stone,not strug, 0.0% -26.5% 31.0% 57.5%
Pearls, nat or cult, etc 0.0% -61.6% 5.5% -67.1%

Source of basic data: ITC TradeMap using UNCTAD and COMTRADE data

* A positive valudiates that SA exports are growing faster than world exports and that SA is gaining global market

share. A negative value indicates that SA exports are losing global market share.
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Annexurel: Estimated shares of the totaefl capital stock of the mining sector by type of mineral mined

Type of Mineral/Activity 2006 2010 2014
Gold & Uranium Ore 48.5% 41.8% 37.1%
Coal & Lignite 19.1% 20.5% 21.1%
PGMs 11.6% 19.8% 17.0%
Iron Ore 0.5% 4.0% 10.5%
Other Metal Ores 2.5% 2.8% 4.3%
Manganese 0.8% 1.8% 2.9%
Crude Oil & Natural Gas 2.5% 2.2% 2.6%
Diamonds 3.3% 2.8% 1.5%
Chrome 5.9% 1.4% 0.8%
Other Stone 0.6% 0.7% 0.8%
Service activities related to mining 2.8% 0.6% 0.4%
Other Mining n.e.c 0.4% 0.3% 0.4%
Copper 0.5% 0.7% 0.3%
Limestone 0.1% 0.0% 0.0%
Chemical & Fertilizer Minerals 0.7% 0.6% 0.0%
Dimension Stone 0.1% 0.2% 0.0%
Salt 0.0% 0.0% 0.0%

Source of basic data: Quantec Standardised Industry Database, StatsSariaES elditions

Annexured; Return on assets by type of mineral mined

Type of Mineral/Activity 2008 | 2009 | 2010 | 2011 | 2012 | 2013
Mining of coal 11.2% 11.1% 4.6%] 6.0%| 8.6% 2.7%
Crude petroleum oils and natural gg 10.1% 10.1% 0.4%)| 6.4%| 51.2% 5.9%
Mining of gold and unaniwe 1.7%| 2.5%| -1.0%| 2.9%| 10.2% 4.0%
Mining of iron ore 33.89%4 54.1% 28.2% 38.0% 25.5% 10.3%
Mining of chrome 15.8% 24.9% 8.1%| 6.4%| 4.2%| -2.2%
Mining of copper 25.9% 9.8%| 3.1%| 7.4%| 4.9%| -0.2%
Mining of manganese 38.0% 38.7% 13.2% 8.0%| 5.1% 2.7%
Miniig of platinum group metals 22.2% 11.5% 3.9%| 9.0%| 6.2%| -3.4%
Other metal ore 15.6% 9.2%| 3.3%| 8.4%| 5.8% 4.6%
Dimension stone 10.2% 0.9%| 7.0%| -4.5%| -3.3%| -2.6%
Limestone and limeworks 26.0% 19.1% 35.6% 18.7% 13.3% 16.8%
Other stone guarrying 13.4% 6.8%| 12.2% 7.6%| 5.4% 5.2%
Mining of diamonds 17199 -0.5%| 1.1%| 8.1%| 6.0% 5.0%
Mining of chemical and fertilizer min  24.0% 37.9% -1.8%| 6.1%| 1.6%| 12.4%
Extraction and evaporation of salt 9.0%| 10.4% -0.2%| 10.8% 2.0%| 8.8%
Other mining 12.8% 13.5% -0.6%| 234%| 6.2%| -1.1%
Service activities 8.4%| 5.0%| 1.9%| 5.2% -7.7%| 12.7%
Weighted average for all mining 14.7% 11.6% 4.8% 9.3% 6.7% 2.7%

Source of basic data: StatsSA AFSwdataus editions

31



Annexures: Estimated value chdior coal mining in 2014
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Annexure8: ComparativeVorld Bank Logistics Performance Index scoresdmr mining investment recipient

2014
Overall LPI Customs Infrastructure| Shipments Logistics Tracking Timeliness
Country Rank | Score| Rank| Score| Rank| Score| Rank| Score| Rank| Score| Rank| Score| Rank| Score
Canada| 12 3.86 20 3.61 10 4.05 23 3.46 10 3.94 8 3.97 11 4.18
Australig 16 3.81 9 3.85 12 4 18 3.52 17 3.75 16 3.81 26 4
South
Africa 34 3.43 42 3.11 38 3.2 25 3.45 24 3.62 41 3.3 33 3.88
Chile 42 3.26 39 3.17 41 3.17 53 3.12 44 3.19 40 3.3 44 3.59
Russia| 90 2.69 | 133 2.2 77 259 | 102 | 2.64 80 2.74 79 2.85 84 3.14

Source: World Bank Logistics Performance Index, 2014
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