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Is there a crisis in the mining
sector?

• Iron Ore Prices dramatically down 2008-2009, 
but still on high levels

• Reduced demand followed by reduced 
production

• Uncertainty do have an impact on exploration 
and other investment



Iron ore contract prices
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Global commercial
exploration 1995 - 2009
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Global iron ore production
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Global iron ore imports

China

Japan

EU

Korea R
Others

0%

20%

40%

60%

80%

100%

19
98

19
99

20
00

20
01

20
02

20
03

20
04

20
05

20
06

20
07

20
08

Source: UNCTAD, 2009.

907 Mt          
08/07 + 9 %



Impact of falling demand

• Producers quick to reduce output 
both majors and others.

• Big unknown: viability of Chinese production.
• Changes in project pipeline.
• Changes in ownership.
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Project pipeline
• Few cancelled projects – will change H2 09.
• Large infrastructure projects first to cancel. 

– Canada Arctic, West Africa, Siberia problems
– Brazil, South Africa, West Europe advantage.

• Projects already under way go on 
but slow ramp up. 

• Large producers: capability to wait for market. 
Small/new producers: must sell to pay loans.



Ownership structure
• Winners: 

– The largest international producers.
– Chinese international producers.

• Losers: 
– Chinese domestic miners
– Juniors without funding 

• Increased corporate concentration in 
future.



Medium-term outlook
2009/2010/2011

• World crude steel 2008 declined by - 1.2 %.

Assumption:
• Crude steel production 2009 – 15 %.
• 2-3 years to return to 2008 level.
• Further growth 3.3 %.

• Iron ore surplus 2010 300-400 Mt.



Medium-term outlook
2009/2010/2011

• 2009 iron ore production decline. 
2010 no growth or possibly small decline.
2011 return to slow growth.

• Spot price may provide a floor for contract 
prices - freight rates remain low

• The market will return to fast growth in 2012. 
Structural factors – unchanged.

• Prices: 2009 – 25/35 %, 2010 flat, 2011 up?
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