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Canadian Steel: Crisis, Recovery, Opportunity
« Steel industry is central to Canada’s industrial fabric
 Economic crisis severe, but post-recovery prospects are sound

* Industry has transformed — investment by global steel leaders

 Government policy role is a key factor for future success:
Manufacturing Base

Fair Trade on o clobalbagie
Environment and Growth J

Skills Development

 Government and industry must work together to address short-term
challenges and realize future opportunities

Steel — Foundation For A Stronger Industrial Future




The Economic Crisis Is Real For Steel

e Steel has declined more Sharply than Iron & Steel Production Relative to GDP
overall GDP (January 2004 = 1.0)
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* Producers forced to respond to tough

market conditions:
Sharp drop in capacity utilization 0.60
Workforce reductions:
Over 5,000 layoffs _
North American Steel

Shorter work weeks, Capacity Utilization [%]
worksharing, pay freezes -

Cutbacks in contracted work
Temporary plant closures _
Capital expenses minimized
Operating costs tightly controlled
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Beyond Crisis, Towards Opportunity

Crisis presents immediate challenges:
Revive steel demand — broadly-based
Reduce costs — operating and capital
Improve short-term cash flow

Governments can take short-term actions in all three areas

Beyond the crisis:
Economies will restructure
Steel demand will rebound globally
Canadian steel industry poised to participate

Canadian steel a foundation for a stronger future economy



Domestic Steel Production Matters

 Domestic steel production is strategic to all G20 nations

 Avalued industry globally
Countries are built with steel
Critical infrastructure (transport, buildings, energy, water supply)

* World steel consumption expected to double by 2050

« Solid foundation to a diversified economy
Manufacturing, Transportation, Energy, Construction, Mining, Agrifood
Upgrading & adding value to Canada’s natural resources
Essential to a “greener” economy

Domestic steel production enables Canada to attract

and retain value-added investment




Canadian Steel: Platform For The Future
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A Transformed Industry With Global Reach

wvACO

Steel an $800 billion (U.S.) global industry in 200 8
» China dominant producer: 38% of total world output

Canada in global “top 20"
Half of Canadian sales exported — NAFTA market is important

Over $11 billion CDN invested in Canadian steel com  panies and an additional $2
billion in capital expenditures since 2005

Canadian steel is positioned for the future with gl obal access to capital,
technology, resources, customers




An Economic Force In Canada

« 30,000 direct and 120,000 indirect jobs (2008)
Highly-skilled workforce, average wages of $65,000

« Significant to national and local economies
$14 billion CDN in total output
$7 billion CDN in exports

« $600 million CDN annual taxes to governments

« Major customer for goods and services:
Over $9 billion CDN / year in total purchases
Over 5000 individual suppliers

$1 billion annual spending on transportation &
logistics services

Largest St. Lawrence Seaway customer

* Fundamental to competitive manufacturing (including
automotive), energy, construction and mining sectors



Canadian Steel Makes Our Economy Work

Manufacturing Energy Construction Mining
1.8 million jobs 500,000 jobs 1.2 million jobs 360,000 jobs
$600 billion output $85 billion output $150 billion output $42 billion output

Foundation of many Domestic steel

key sectors of
the Canadian economy

creates competitive
advantages for industry




Sustainability: Commitment And Performance

« Canadian Steel committed to “triple
bottom line”:

Economic;

$2 billion reinvested in Canada since
2005

Environmental:

Landfill gas recycled as energy source to produce
steel

GHG’s reduced by 21% since 1990
Steel recycling:
Recycle over 8 million tons / yr
Mercury removal program

Social:

Leading corporate contributor in
communities
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Steel industry contributions help build
community infrastructure




Canada’s Steel Industry
Public Policy Priorities
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Context: Policies For Investment and Growth

« Steel is a capital-intensive industry
Continuous reinvestment required for:
New technology
Environmental upgrades
Process efficiencies

* Global context — multiple investment options beyond Canada
* Immediate priority is economic stimulus

« Competitive public policies will help Canada win critical investments
and employ Canadians for the future

Manufacturing Base

Fair Trade

Environment and Growth
Skills Development
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Immediate Focus: Economic Stimulus

CANADIAN MANUFACTURING SALES

Key Challenges: BILLIONS OF DOLLARS PER MONTH
» Liquidity — credit and confidence 22
for customers and consumers 52
« Economic growth to sustain and 507
grow steel demand 22:
e Cash flow — operational and 44
Investment impacts jg‘

2000 2002 2004 2006 2008
Priority Actions:

 Emphatic actions to address liquidity crunch

« Urgently implement stimulus spending

Expedite federal / provincial arrangements
Encourage use of Canadian materials and services

« Additional measures to generate demand, reduce costs, and
improve cash-flow
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Priority: Manufacturing Base

Key Challenges:

e Structural — erosion of manufacturing and
and value-added resource processing

« Efficiency — “thickening” of
Canada/U.S. border

Priority Actions:

 Ensure Canadian tax advantage for investment
Extend accelerated capital-cost allowances
Accelerate corporate tax reductions
R&D tax credit conditions

« Address growing Canada/U.S. border impediments
Physical infrastructure
Streamline trade while maintaining security
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Context: Trade Policy — The China Factor

* China steel production is now 38% of global output
o Grew 250% in 7 years since joining WTO

« 30 times larger than Canadian production
And 5 times larger than U.S.

Sources: Worldsteel, World Steel Dynamics
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Conseqguence: 45% increase in Excess Capacity

« Growth is a direct result of China’s National Steel Policy
Subsidies and other government interventions
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Consequence: Largest Net Exporter of Steel

e China’s net exports almost 3 times total Canadian production
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Priority: Fair Trade

Key Challenges:

« Market vulnerability to illegally dumped & subsidized
imports

e China — overcapacity / market distortions

 Market access for Canadian exporters

Priority Actions:
« Enforce trade remedy laws to correct market distortions

» Fair trade policy approach to China:
Market access for Canadian manufacturers
Enforce WTO commitments

Apply dumping and anti-subsidy measures
simultaneously

Consistency with U.S., EU
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Context: Reducing GHGs In Canada And Globally

Canadian Steel Sector

« Canadian steel only 2% of O A ag e
Canada’s total GHGs .

Production

« Canadian steel industry has | Energy Use
acted on GHGs '

Reduced by over 20% since
1990 while growing output

GHG Emissions

° Canada Only 2% Of g|0ba| Steel Global Greenhouse Gas Emissions

From Steel Production [%]

sector GHGs

* International action essential to
Improve steel sector
performance globally

Canada 2%
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Priority: Environment And Growth

Key Challenges:
* Integrate environmental and economic
factors, including trade dimension
* Regulatory duplication / overlap
Within Canada — federal / provincial
International (esp. U.S.)

Priority Actions:
 Ensure harmonized regulatory regimes across Canada for
greenhouse gases and pollutants
« Climate Change regulations
Recognize genuine technical / economic / timing constraints
Address trade consequences and carbon leakage
Global sectoral approach — all major producers
Credit for investment in R&D for breakthrough technologies

20



Context: A Skilled Workforce is Fundamental

 Modern steelmaking is advanced technology
— highly-skilled people

» Steel sector must compete for talent — attract,
develop, retain

* Industry and labour have identified critical
needs:

Promote steel industry as career choice —
recruit and retain

Ongoing skills upgrading across all industrial
occupations

Trades replacement and apprenticeships

Succession planning - workplace knowledge
transfer and mentoring
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Priorities: Skills Development

Key Challenges:
 Demographics — loss of skills and experience

 Recruitment and workforce renewal
Skilled trades, technology

Priority Actions:
« Tax incentives for private sector training
« Collaboration with colleges, universities

« Sectoral approach for skills development:

Canadian Steel Trade and Employment Congress
(CSTEC)

Joint industry/labour initiative
Supports training, education, apprenticeships
A model for other sectors in Canada
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Building Success Together

« Transformed steel industry positions
Canada for sustainable success in steel
production

» Significant economic contribution

Domestic steel industry essential to broader
economy

» Public policy plays a critical role
Manufacturing Base
Fair Trade
Environment and Growth
Skills Development

Industry Working With Government:

Helping Steel Make Canada Stronger
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