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Clinton Dines — President BHP Billiton China
July / August 2006

edl

H’ bhpbilliton

BRjing 2008 JK Fe 44 38
OQY  xzomzmzenns




bhpbilliton

BHP Billiton China X G " e 640
Page3  31/07/2006 (KRS sepmerpmases




Demographics — aging and urbanizing

Chengdu 1990

- ———

Year Population # Over 60 _ A ~éﬁ

Bl | 1]
2004 1.3 bn 140 mn

2020 1.4 bn 240 mn
2050 1.5bn 440 mn
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By 2020, the urban population is expected to triple, but

the working age population will be in decline

160 - _ — 950
: _ Substantial fall:
China’s Urban Population post 2020
Total Urban Population (Millions) 150 4 z
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2005-2009 2010-2019  Total o 1808 S
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Urbanisation growth = size | q, ‘l
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of US + Japan together
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Urbanization is expected to lead to strong city development

but the quality of that growth Is likely to be uneven.

China’s tiered city structure:
Today: 45 tier 1-3 cities 2010: 86 tier 1-3 cities 2020: 147 tier 1-3 cities

O Tierl
O Tier 2

¢

& O Tier 3
Total Urban Population (millions):
532 658 970
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China’s economy Is deep and well-distributed

Gross Domestic Product
By Industry Sector and Percentage Change
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But economic growth still concentrated in the east

Pop. GDP GDP
per Share(%)

capita

(USD)

(million)

711 767 39

40 380 3
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China Driving Global Growth: China’s share of global consumption,

2004

World rank, 2005

o]
Aluminium
Iron Ore
Nickel
Copper
Steel

Coal
Nuclear
Alumina

Percentage world
consumption, 2005

Data: BP Statistical Review of World
Energy, [ISI, World Bank, UN Comtrade
database
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Money supply and loan growth

Money Supply and Financial Institution Loan Growth
Change YoY, sa =seasonally adjusted
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Growth of the trade surplus

15000

10000 -

5000 -

-10000

Trade Balance — Trade Balance 3SMMA

) it
BHP Billiton China “Bjfing 3vod bhpdbu!'l;lEIED

Page 11 31/07/2006 CQF semsappases



Foreign exchange reserves

USD Billions
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Comparison of current account balances
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RMB - further revaluation?

BHP Billiton China
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M Spot
Exchange
Rate: RMB
to USD

« RMB expected to continue
appreciating gradually due to:

— Worries that a rapid
revaluation could derail rural
income growth

— Concerns that revaluation
could disproportionately hurt
small and medium-sized
private enterprises

— Fears that revaluation would
negatively affect agricultural
exports
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The high savings rate is a function of the limited availability of credit

and minimal social safety net rather than an indicator of future
consumption

 Though China has a very high overall
savings rate (42%), it is worth

60%1] examining what that means in
practical terms:
ALy - gOt"’.‘l « Companies save about 60% of
0% Rz\t/éngs i_nc_ome. This i_s_ primarily due to the
limited availability of bank credit to
30%- - gg\r/?r?ggy private firms and high curb market
interest rates
Rate _ .
20% J Family » Family savings are about 25% of
Savings income. The rate has remained high
10%- Rate because of the need to save for
education, healthcare, and pensions.
0%-
Source: IMF
gy edl
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China’s high savings rate funds investment — but also speaks to
under-developed capital markets

 The FAI series gets a lot of attention

30%; but includes the value of land
[ transfers and transfers of used capital
0/ H 5
23% « GFCF calculated according to
international practice.
20%] : ained d
mGrossFixed| ° INCreasing unexplained discrepancy
I Capital once FAl is adjusted for land and
L9 Formation used capital.
O Fixed Asset
10%1 Investment
5%
0% - N N N \
(o) o o o B
& 8 8 R &
Source: NBS Yearbook, CEIC, BHP Billiton estimates % ;‘l
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Manufacturing Price Indexes

Price Indexes
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Business sentiment improving due to strong demand

Purchasing Manager’s Index (Score of 50 or above
equals expectation of expansion)
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USD Millions

China components of trade balance

Components of China's Trade Balance

USD Millions
40000 -
30000
20000
10000 - { il ‘
R | 1
10000 il I
-20000 1 | 1 1 1 | 1 1 1 | 1 1 1 | 1 1 1 | 1 1 1 | 1 1 1 |
May-2000 May-2001 May-2002 May-2003 May-2004 May-2005 May-2006
. Primary Products Chemicals and Related Products
Manufactured Goods | |Machinery and Transport Equipm
Data: CEIC _ Metals and Metal Products ﬁ ‘ “
N W: biskilliton
BHP Billiton China “Enjing 3vag e 0 42

Page 19 31/07/2006 CQF semsappases



China’s trade balance with the world

China's Trade Balance with the World
USD Millions
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Recession in the US doesn't necessarily lead to problems in China
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Rising incomes make housing affordable, though there are still not
enough low and middle income units
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There has been huge progress in bank reform

NPLs to total loans 2002 2003 2004 3Q
2005
State-Owned Commercial 25.6% 20.1% 156% 10.1%
Banks
Bank of China 22.5% 16.3% 5.1%
China Construction Bank 15.2% 9.1% 3.9%
Industrial & Commercial Bank 24.4% 21.2% 19%
Agricultural Bank 36% 30.8% 26.8%
Joint Stock Commercial 11.8% 8.1% 50% 45%
Banks
Total 23.2% 17.8% 13.2% 8.7%
Source: IMF, CBRC, Commercial Banks U “‘
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