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Aluminium Excess Capacity :Time to act

A roadmap to a sustainable global aluminium market
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Key Milestones

Sep 2016 G20 Hangzhou recognizes overcapacity in steel and other sectors, launches creation of global steel forum

Dec 2016 Creation of global steel forum in Berlin, OECD facilitator

Mar 2017 Aluminum Association, European Aluminium and Aluminium Association of Canada call for a Global and Governmental
Forum on Aluminium Overcapacity

May 2017 G7 Taormina mentions aluminium as a sector where there is global excess capacity and welcomes the global forum on steel

July 2017 G20 Hamburg asks for policy action on steel but does not mention aluminium

Nov 2017 OECD Global Steel Forum issues report with six guiding principles

Apr 2018 EA,AA and AAC are joined by ABAL and JAA in their call for a forum

June 2018 Global Forum on Steel Excess Capacity in Buenos Aires

June 2018 G7 Charlevoix formally requests the creation of a Global Multilateral and Governmental Forum on Aluminium Overcapacity
Nov 2018 G20 Buenos Aires recognizes overcapacity in aluminium, launches creation of the forum

Dec 2018 Global Multilateral and Governmental Forum on Aluminium Overcapacity meets for the first time

Mar 2019 First measures are presented at ministerial conference

Nov 2019 Presentation of the report and measures taken at the G20 in Osaka
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http://www.g20chn.org/English/Documents/Current/201609/t20160906_3395.html
http://www.consilium.europa.eu/media/23559/g7-taormina-leaders-communique.pdf
http://www.consilium.europa.eu/media/23955/g20-hamburg-leaders_-communiqu%C3%A9.pdf
http://www.oecd.org/newsroom/oecd-welcomes-outcome-of-global-forum-on-steel-excess-capacity-ministerial.htm
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China : a leader in aluminium pro

Global production of primary aluminium
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The drivers of this growth

Ownership structure of
Chinese smelting industry

* $120 to 150 bn to build
* > 500 TWh of power, mostly coal based

« State Owned * Massive investments all along value chain
= State Owned /Listed
u Private

Listed
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Evidence of massive distortions

a: THINK!DESK
i e T

Aapril 247, 2017

Final Report

* Support in pricing of capital, land, labour, raw
materials, energy

Analysis of Market-| rti t inese Non-Ferro Metals Industry
Chinese Non-Ferrous
ket-Distortions in he F
ly
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prepared for

* Strict export and import control

10179 Berlin

* Equity injections, plain financial subsidies or
non monetary support

THINK!DESK China Researd| h & Consulting
prof. Dr. Markus Taube
Hanfstaenglstrasse 28

80638 Munchen

Tel.: +49-(0)89— 2809793
taube@thinkdesk.de
wwwAlhinkdesk.de

USt-id Nr.: DE 2417 69589
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Impacts on other market players

Primary aluminium capacity Aluminium Price (LME 3 months - USD) and
(in million tons) Global Monthly Consumption (kt/month)
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Why does it matter?

Environment + end of supercycle + Stockpile Strategic metal + Jobs + Climate Change
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© New York Times
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Unilateral actions will not make it right

overcapacity vs environmental @ Money Markets Economy Companies Tech Autos India Video International w Q E
curtailments _ _ _ _ _
"winter cuts" (in million tons) Trump hits allies with metal tariffs; Mexico,

EU and Canada vow to retaliate

by Jeremy Diamond and Julia Horowitz  @CNNMoney
omm © @ © O ©

President Trump is
imposing steep
tariffs on steel and
aluminum from
three of America's
biggest trading
partners — Canada,
Mexico and the
European Union.

Wintercut
25
forecast

Actual winter o
cuts '
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Government led with the
inclusion of G20 countries
representing 80% of the world
primary aluminium market in
2017. Significant non G20
countries with important
aluminium production also
include Norway, Bahrain, Iceland,

Malaysia, Qatar and Mozambique.

Institutionally based, with OECD
as a potential host and facilitator,
with contributions from the the
World Trade Organization and
think tanks.

Industry fed, with business
associations answering needs of
information collection

L A

Develop a governmental system
for aluminium international
monitoring of information in
relation to overcapacities

Benefit the whole value chain,
from upstream to downstream
through government policy

Avoid disruptive government
policy effects at the border on
fairly produced and traded
aluminium

Monitor government support
measures and roll out key policy
measures to ensure a global level
playing field

Provide solutions for the long
term to the underlying systemic
issues

Announcement at the G20 in
Argentina in November 2018

First meeting of the forum in
December 2018

Ministerial Conference to

implement measures by March
2019

Presentation of the report and
measures taken at the next G20
in Osaka end of 2019



Time to Act

Where we come from
* Acknowledgement of

overcapacity by many
stakeholders

e Evidence of government
support measures and trade
distortions

e Link made between
overcapacity, depressed
market prices leading to
factory shutdowns and lack
of investment
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Where we are now
e Unilateral measures have

been taken to protect some
of the markets, creating
some turmoil in the global
aluminium value chain.

e  China’s program to reduce
capacities has had a very
limited impact.

e G20 launched a global steel
forum leading to some
measures.

Montreal Aluminium Summit

Where we need to be

Create a global multilateral
and governmental forum on
aluminium overcapacity
Involve producing and
consuming countries,
governments, which consult
with institutions,
associations, and think tanks
Cover upstream and
downtream aluminium
Government information
sharing on capacities,
production and support
policies

Privileged & confidential - 10



Scenarios

* |5t Scenario — Business as usual
Each jurisdiction defines its own policy to deal with overcapacity

 2"d Scenario — Creation of a Global Multilateral and
Governmental Forum on Aluminium Overcapacity
A specific forum is created to deal with the issues covered in the “time to
act” paper

 3rd Scenario - International monitoring system
A monitoring system on information relative to overcapacities is ran by a
multilateral or institutional third party (ex:WEF, OECD, etc).

* 4th Scenario — Expansion of GFSEC to aluminium
The Global Forum on Steel Excess Capacity is expanded to aluminium.
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Evaluation Grid

Inclusive of

whole value

chain
Protective

Multilateral

Multistakeholder

Sustainable over
the long term

Transparent and
Reliable

Actionable,
enforceable and
verifiable

Wide in scope

Empowered and
J Accountable

Criteria for the assessment of the multilateral & Scenario |
Business as usual

governmental policy approach to build remedies

To take into considerations interconnected and organically woven
issues from bauxite mining to semi-fabricated products of aluminium

of fairly produced and traded aluminium

Unilateral and bilateral measures do not provide systemic solutions,
create issues for the value chain and displace the pain elsewhere

Governments and multilateral institutions consult industry specialists,
think tanks, international trade bodies, associations and the private
sector

To rebuild the conditions for sustainable investment and

modernisation of the sector

More accurate information will need to be shared to get a strong
evidence base on which to take decisions

To make sure that policy measures are implemented as soon as
possible

To cover governmental monetary and non-monetary support
schemes, export and import controls, misclassification and
transhipment, and other governmental behaviours

Participating governments should be responsible for the overall
governance of the forum and for the implementation of the
measures.

JAPAN ALUMINIUM ASSOCIATION

Scenario 2
Global Forum

Scenario 3
International
monitoring

Scenario 4
Expansion of GFSEC
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