
© Xstrata 2009

Acquisition of Prodeco

Preliminary Annual Results 

January 2009

p.2

Important information

This document and its contents are confidential and may not be reproduced, redistributed or passed on, directly or indirectly, to any other person or published, in whole or in part for any purpose.

This document is an advertisement and not a prospectus and investors should not subscribe for or purchase any new shares, provisional allotment letters, nil paid rights or fully paid rights referred to in this document except on the basis of information 
in the prospectus to be published by Xstrata plc (“Xstrata”) in due course in connection with the proposed admission of the new shares (nil and fully paid), to the Official List of the Financial Services Authority, to trading on London Stock Exchange plc's 
main market for listed securities and admission to listing on the SIX Swiss Exchange (“Admission”) (the “Prospectus”).  Copies of the Prospectus will, following publication, be available from Xstrata's registered office. 

This presentation has been prepared and issued by and is the sole responsibility of Xstrata and has been prepared solely for use at the investor presentation to be held in connection with the proposed acquisition of Prodeco (“Prodeco”) (the “Proposed 
Acquisition”) and the proposed rights issue (the “Rights Issue”).

This presentation is only being made to and is only directed at persons in member states of the European Economic Area who are “qualified investors” within the meaning of Article 2(1)(e) of the Prospectus Directive (Directive 2003/71/EC) (“qualified 
investors”).  In addition, in the United Kingdom, this presentation is only being made to and is only directed at (a) qualified investors who are persons who have professional experience in matters relating to investments falling within Article 19(5) of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the “Order”), or (b) qualified investors who are high net worth entities falling within Article 49 of the Order, and (c) other persons to whom it may otherwise 
lawfully be communicated, (all such persons together referred to as “relevant persons”).  This document must not be acted on or relied on (i) in the United Kingdom, by persons who are not relevant persons, and (ii) in any member state of the 
European Economic Area other than the United Kingdom, by persons who are not qualified investors.  Any investment or investment activity to which this presentation relates is available only to (i) in the Untied Kingdom, relevant persons, and (ii) in 
any member state of the European Economic Area other than the United Kingdom, qualified investors, and will be engaged in only with such persons.  

This presentation does not constitute or form part of any offer or invitation to sell or issue, or any solicitation of any offer to purchase or subscribe for new shares and/or nil paid rights and/or fully paid rights to be issued in connection with the 
proposed Rights Issue and/or to take up any entitlements.  No part of this document nor the fact of its distribution or the making of the presentation form part of or may be relied on in connection with any contract or investment decision relating to the 
proposed Rights Issue.  Neither this document nor the making of the presentation constitutes a recommendation regarding any securities of Xstrata.  The offer to purchase or subscribe for new shares and/or nil paid rights and/or fully paid rights 
pursuant to the proposed Rights Issue will be made solely in the Prospectus to be published in due course in connection with Admission.

No reliance may be placed for any purpose on the accuracy or completeness of the information or opinions contained herein or communicated in relation hereto and no representation or warranty, express or implied, is or will be given by Xstrata, 
Deutsche Bank AG, London Branch, J.P. Morgan Securities Ltd., JPMorgan Cazenove Limited, N M Rothschild & Sons Ltd. or their subsidiary undertakings, affiliates, respective agents, advisers or any other person in relation to the fairness, accuracy or 
completeness of such information and opinions and any reliance you place on them will be at your sole risk.  No liability whatsoever for any loss howsoever arising from any use of this presentation or its contents otherwise arising in connection 
therewith is accepted by Xstrata, Deutsche Bank AG, London Branch, J.P. Morgan Securities Ltd., JPMorgan Cazenove Limited, N M Rothschild & Sons Ltd. or their subsidiary undertakings, affiliates, respective agents, advisers or any other person in 
relation to such information.  

Certain statements, beliefs and opinions contained in this presentation, particularly those regarding the possible or assumed future financial or other performance of Xstrata, Prodeco, industry growth or other trend projections are or may be forward 
looking statements.  Forward-looking statements can be identified by the use of forward-looking terminology, including the terms “believes”, “estimates”, “anticipates”, “expects”, “intends”, “plans”, “goal”, “target”, “aim”, “may”, “will”, “would”, “could”
or “should” or, in each case, their negative or other variations or comparable terminology. These forward-looking statements include all matters that are not historical facts. 

By their nature, forward-looking statements involve risks and uncertainties because they relate to events and depend on circumstances that may or may not occur in the future and may be beyond Xstrata’s ability to control or predict. Forward-looking 
statements are not guarantees of future performance.  No representation is made that any of these statements or forecasts will come to pass or that any forecast result will be achieved. Forward-looking statements speak only as at the date of this 
presentation and each of Xstrata, Deutsche Bank AG, London Branch, J.P. Morgan Securities Ltd. and JPMorgan Cazenove Limited disclaims any obligations or undertaking to release any update of, or revisions to, any forward-looking statements in this 
presentation.  You are cautioned not to place any undue influence on any forward-looking statement.  

No statement in this document is intended as a profit forecast or a profit estimate and no statement in this document should be interpreted to mean that earnings per Xstrata share for the current or future financial years would necessarily match or 
exceed the historical published earnings per Xstrata share.

Neither this presentation nor any of the information contained in it may be taken or transmitted in or into the United States, its territories or possessions or distributed, directly or indirectly, in the United States, its territories or possessions (within the 
meaning of Regulation S under the US Securities Act of 1933, as amended (the “Securities Act”)  Saved persons reasonably believed Qualified Institutional Buyers (Rule 144A under the Securities Act).  Neither this presentation nor any of the 
information contained in it may be taken or transmitted into Australia, Canada, Japan or the Republic of South Africa or to any other person in any of those jurisdictions.  Any failure to comply with these restrictions may constitute a violation of US, 
Australian, Canadian, Japanese or South African securities laws. The distribution of this presentation or any information contained in it in other jurisdictions may be restricted by law, and any person into whose possession any document containing this 
presentation or any part of it comes should inform themselves about, and observe, any such restrictions.  The securities referred to herein have not been and will not be registered under the applicable securities laws of Australia, Canada, Japan or the 
Republic of South Africa and, subject to certain exceptions, may not be offered or sold within Australia, Canada, Japan or the Republic of South Africa or to any person resident or located in Australia, Canada, Japan or the Republic of South Africa.  

The securities referred to herein have not been and will not be registered under the Securities Act and may not be offered or sold in the United States (as such term is defined in the Securities Act) absent registration or an available exemption from 
such registration.  There will be no public offer of securities in the United States.

Prices and values of, and income from, securities may go down as well as up and an investor may not recover the amount invested. Information in this presentation of the price at which shares have been bought or sold in the past/the yield on shares 
cannot be relied upon as a guide to future performance.

Deutsche Bank AG, London Branch, JPMorgan Securities Ltd. and JPMorgan Cazenove Limited are each authorised and regulated by the Financial Services Authority in the UK and are acting exclusively for Xstrata and no one else (whether or not a 
recipient of this document) in connection with the Rights Issue and Proposed Acquisition and will not be responsible to anyone other than Xstrata for providing the protections afforded to their respective clients or for providing advice in relation to the 
Rights Issue, Proposed Acquisition or any other matters referred to in this document. 

N M Rothschild & Sons Ltd. is acting exclusively for Xstrata and Xstrata Schweiz AG and no one else in connection with the Proposed Acquisition and will not be responsible to anyone other than Xstrata [or Xstrata Schweiz AG] (whether or not a 
recipient of this document) for providing the protections afforded to its clients or for providing advice in relation to the Proposed Acquisition or any other matters referred to in this document.

By attending the presentation and/or accepting this document you agree to be bound by the foregoing limitations and conditions and, in particular, will be taken to have represented, warranted and undertaken that: (i) you are a relevant person or 
Qualified Investor (as defined above); (ii) you have read and agree to comply with the contents of this notice including, without limitation, the obligation to keep this document and its contents confidential; and (iii) you will not at any time have any 
discussion, correspondence or contact concerning the information in this document or the Rights Issue with any of the directors of employees of Xstrata or its subsidiaries nor with any of their suppliers, or any governmental or regulatory body without 
the prior written consent of Xstrata. 
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Mick Davis

Chief Executive
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Executive Committee

• Mick Davis CEO

• Trevor Reid CFO

• Santiago Zaldumbide Executive director, CEO, Xstrata Zinc

• Ian Pearce CEO, Xstrata Nickel 

• Charlie Sartain CEO, Xstrata Copper

• Peter Freyberg CEO, Xstrata Coal 

• Peet Nienaber CEO, Xstrata Alloys 

• Thras Moraitis Executive GM Strategy & Corporate Affairs

• Benny Levene Chief Legal Counsel



p.5

• Robust financial and operating performance in 2008

• Rights Issue of £4.1bn (c.$5.9bn) to repay debt 

• Part of a package of early, decisive management initiatives
$3bn reduction in 2009 capital expenditure

Sustainable operating cost reductions

Curtailment of marginal production

Optimisation of working capital

• Secures Xstrata’s capital structure
Maintain commitment to investment grade rating throughout cycle

Emerge from the downturn in a strengthened position

• Unique opportunity to acquire world class Prodeco assets for 
$2.0bn 

Highlights
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Trevor Reid

Chief Financial Officer
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Key financial results

$m 2008 2007 %

Revenue* 27,952 28,542 (2)

EBITDA* 9,657 10,888 (11)

EBIT from operations* 7,339 8,781 (16)

EBIT* 7,261 8,792 (17)

Net interest expense (660) (793) (17)

Income tax expense (1,634) (2,301) (29)

Exceptional items (1,103) 119 -

Minority interests (269) (326) (17)

Profit after tax from discontinued operations - 52 -

Attributable profit before exceptional items and discontinued ops 4,698 5,424 (13)

Attributable profit 3,595 5,543 (35)

EPS – basic ($), before exceptional items and discontinued ops 4.90 5.60 (13)

EPS – basic ($) 3.75 5.78 (35)

* Before exceptional items and discontinued operations
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2007 Coal Alloys Copper Nickel Zinc Other &
unallocated

2008

EBITDA waterfall

EBITDA pre-exceptional items - 2008 versus 2007 ($m)

($1,827m)

$10,888m

Down 
37%

Down 
68%

Down 
76%

Up 144%

Up 
249%

($1,378m)

$2,979m

$110m $9,657m

$646m

($1,761m)
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EBIT waterfall

2007 Sales price Volumes Unit costs -
real

Inflation FX Acquisitions Other Depreciation 2008

EBIT pre-exceptional items - 2008 versus 2007 ($m)

($49m)$8,587m1

$184m

$211m ($68m)

($1,257m)
($378m)

$207m ($176m) $7,261m

1 Excludes $205m gain on sale of nickel inventories to Glencore

Mining inflation

CPI inflation ($464m)

($793m)
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Exceptional items 

Asset
impairments

Restructuring
& closure

Inventory write
down

Associate
impairment

Other Impact of
exceptionals

on EBIT

Tax benefit Impact of
exceptionals

post tax

Exceptional items ($m)

($974m)

($93m)
($125m)

($34m) $19m ($1,207m) $330m

($877m)
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Operating cash flow

$m
Year ended

31 Dec 2008

Cash generated from operations 8,888

Net interest paid (550)

Taxation (1,753)

Cash flow before capital expenditure 6,585

Sustaining capital expenditure (1,650)

Disposal of fixed assets 101

Free cash flow 5,036

Expansionary capital expenditure (3,200)

Cash flow after capital expenditure 1,836
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Funding

$m
Year ended 

31 Dec 2008

Cash flow after capital expenditure
Purchase of investments
Purchase of share of associate
Purchase of subsidiaries and operations, net of cash acquired
Other investing activities

1,836
(155)

(1,878)
(3,654)

43

Cash flow before financing (3,808)

Purchase of own shares 
Sale and issue of own shares 
Equity dividends paid 
Debt acquired with operations 
Payments from minority interests 
Dividends paid to minority interests 
Other non cash movements

(525)
64

(499)
(14)
301

(221)
20

Movement in net debt (4,682)

Net debt at the beginning of the period (11,624)

Net debt at the end of the period (16,306)

Net debt to net debt plus equity % 40%
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Debt position

$m 31 Dec 2008

External borrowings:
- Bank borrowings
- Capital market notes and commercial paper
- Convertible bond
- Finance leases and other loans

7,290
9,506

331
335

Total external borrowings 17,462

Cash and cash equivalents (1,156)

Net debt 16,306
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0
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20

2008 debt 2009 2010 2011 2012 2013 2014 2015+

$bn

Bonds Loans

Pro-active debt management, tenure 
extended

No significant refinancing until 2011

• Refinanced ~$3bn of short term debt into bond market in mid 2008
• Secured new $5bn, 3 year facility in Oct 2008, increased by $0.5bn in Jan 

2009
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Mick Davis

Chief Executive
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Rights Issue to repay debt
• Decision to pass 2008 final dividend as part of capital raising

Xstrata’s devolved structure has facilitated rapid initiatives to optimise cash:
• 2009 capital expenditure cut by almost $3.0bn, whilst retaining growth options

2009 capital expenditure of $3.4bn1 (Expansionary – $2.2bn, Sustaining –
$1.2bn)

• Suspension of marginal production

Lennard Shelf, Falcondo, Handlebar Hill, end of life Sudbury mines

• Production cutbacks in light of market conditions

80% of ferrochrome capacity, Oaky No.1, MRM

Working capital management 

Substantial reduction of ~$1bn in second half of 2008

• Reduction in cash operating costs 

Business Unit led cost optimisation initiatives

Impact to be bolstered by foreign exchange and input cost benefits

Xstrata has taken early and decisive action 
in response to financial crisis

1 Excludes Prodeco
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Cost reduction initiatives 

• Owner-operator model fosters immediate grass roots action to optimise operations

• Numerous cost savings initiatives already implemented, ongoing focus to deliver 
further savings in operating and capital expenditure

• Site led re-evaluation of optimal material 
flow and subsequent operational 
restructuring

• Handlebar Hill mining suspended, 
utilisation of stockpiled ore

• Increase George Fisher & Black Star 
production to compensate

• Lowers waste movement requirement by 
10mt 

• 32% reduction in 2009 operating costs 
compared to 2008 (excluding FX 
impacts), coupled with 23% increase in 
zinc production

• Overall cash savings over $500m (capital 
- $325m, operational - $180m) whilst 
maintaining operational integrity 

• Early closure of high cost, end of life 
mine (Craig/Thayer Lindsley)

• Low cost Nickel Rim South ore to replace 
lost volume

• Nickel Rim South altered mining method 
to employ bulk mining, further lowering 
costs

• Nikkelverk debottlenecking increases 
production by 4ktpa at minimal capital 
cost

• Continued Nikkelverk energy efficiency 
savings (consumption down to 5.05Mwh/t 
from 5.15/Mwh/t)

• 30% reduction in 2009 C1 costs 
compared to 2008 (excluding FX impacts)

Rebasing Sudbury nickel costsRestructuring Mount Isa zinc

Ongoing cost optimisations
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Acquisition of Prodeco for $2.0bn

• World class asset, with substantial growth 
9mt of high quality export thermal coal in 2008 

Further brownfield expansion to 17mtpa by 2013

Controls own infrastructure

• Consolidates Xstrata’s global leadership in export thermal coal
Broader product offering into US & European markets

• Enhances Xstrata’s position in highly prospective Colombian coal 
region

• Glencore twelve month option to repurchase for $2.25bn
• Xstrata to retain earnings

• Injected capex reimbursed in event of exercise

• Independent financial advice provided to Xstrata’s board by 
Rothschild
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Peter Freyberg

Chief Executive, Xstrata Coal
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Prodeco – World class thermal coal asset

• Two long life open-cut thermal coal mines
La Jagua ~4mt in 2008

Calenturitas ~5mt in 2008

• Substantial reserves of high quality, export 
thermal coal

255mt of marketable reserves

Resource upside - 97mt inferred resource

Premium product - high energy, low sulphur 
thermal coal

• Dedicated infrastructure
40% shareholder in railroad concession

New rolling stock - 19 locos & 660 wagons

Access to existing port concession

• Significant operating cost reductions from H1 09 
Rail transportation replacing trucking

Cost profile similar to Cerrejon

Asset location

100km
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Consolidates Xstrata’s market leadership in 
export thermal coal

High HighLowLowNone% washed 

Close

Truck

Variable

Yes 
(but increasing)

No

Indonesia

Close

Yes

~150km

Yes

Yes

Cerrejon

Close

Yes

~200km

Yes

Yes

Prodeco

Proximity to natural market

Dedicated private rail/port

Distance to port

Saleable export strip ratio <10:1

Premium product

Distant

Government rail

~200km

Variable

Variable

Australia

Medium

Government rail

~550km

Variable

Variable

South Africa

• Plan to expand to 17Mtpa in 2013
New mine infrastructure and mining fleet

Rail capacity increased by laying of second rail track

Construction of greenfield direct shiploading port

• Enhances Xstrata’s Atlantic market offering
Favourable location for Europe and large US market 

Colombia enjoys competitive advantage
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Opportunity to acquire high quality, growth 
asset in strategic location

• Unique acquisition opportunity

Significant scale operations with premium quality thermal coal

Substantial brownfield growth

Proprietary infrastructure

Reducing operating costs

• Expands Colombian footprint

One of few entry points into key strategic region

Leverage Cerrejon experience

• Further exposure to highly attractive thermal coal market

• Cost competitive, secure energy source

• Thermal coal remains base load

• Continued global infrastructure constraints
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Mick Davis

Chief Executive

p.24

Copper
33%

Nickel
8%

Zinc
5% Alloys

11%

Coal
43%

Zinc
17%

Coal
68%

Alloys
15%

Xstrata – A major diversified mining group

• Successful execution of strategy since IPO
Three transformational acquisitions

Bolt-on acquisitions delivering growth and 
portfolio improvement

Commodity/geographic diversification

Creation of regional scale and world class growth 
options

• Continuous improvement of acquired assets 

• NPV enhancement
Extension of mine lives

Sustainable real cost savings

Above-target synergy realisation

• Devolved and entrepreneurial management 
structure

Track record of early identification and execution 
of opportunities

Owner-operator culture enhances operational 
excellence

4.0%

2.0%

0.0%

2.0%

4.0%

2003 2004 2005 2006 2007 2008
Xstrata FTSE global diversified peers *

Six years of real cost savings

Creating scale and diversification

Cost 
increases

Cost 
Savings

*FTSE global diversified peers – Anglo American, BHP Billiton & Rio Tinto
Source: Xstrata analysis

2002 EBITDA*

$482m
2008 EBITDA 

$9,657m

*'Pro forma EBITDA for 2002, as per 2002 annual report
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Long term positive demand trend for 
commodities remains intact

• Urbanisation of over 20m per annum in China and 65-70m annually
Significant implications for metals and energy demand

• China and India currently at low levels of metals and energy intensity 
usage per capita 

Sustained global urbanisation Increasing copper consumption 

Source: UN Population Division, World Urbanisation Prospects: The 2007 Revision

Rural
population

China 
(2008)

Source: Xstrata analysis based on Brook Hunt, UN and IMF data
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China - 2028
(6% GDP growth)

6mtpa additional 
copper demand 

from China alone
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Over $1.7 trillion of global fiscal stimuli, 
over one third directed at infrastructure

USA
$825bn

Mexico
$32bn

Argentina
$16bn

India 
$4bn

China
$586bn

Russia
$20bn

Europe
$193bn

Australia
$7bn

Japan
$73bn

Singapore 
$14bn

Chile
$4bn

Source: News runs

Germany 
“infrastructure […] of €18bn”

Spain
“€8bn for […] infrastructure”

Source: Financial Times

China
“70% […] to build 

railways, highways, 
airports, power 

grid, and for 
reconstruction”

Source: China's Head of economic planning 
in Dow Jones

Mexico
“stimulus package 
[…] equivalent of 

1% of GDP on 
infrastructure”

[US$14bn]
Source: International Oil Daily

Singapore
“US$2.9 billion on 
[…] infrastructure”

Source: Singapore budget speech

USA 
“Over $200bn on 
infrastructure”
Source: Draft American Recovery and 

Reinvestment Act of 2009
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$39bn

$25bn

Unprecedented industry supply side 
response

• Closure of marginal operations

• Alignment of production to 
supply

• Deferral/cancellation of capital 
projects and exploration

Inability of juniors to raise 
finance

13%
9%

21%

9%

Coking coal Copper Nickel Zinc

Rapid industry cuts to 2009 supply

Capex cuts by FTSE 100 diversifieds1

~35% reduction
(US$14bn)

Source: Brook Hunt  and Barlow Jonker

1 FTSE global diversifieds – Anglo American, BHP Billiton, Rio Tinto and Xstrata
Source: Company reports

Exacerbates future supply 
deficits when demand growth 

returns
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• Current global downturn is unprecedented and requires pro-active and decisive 
management

Nimble and devolved management team 

Early and ongoing response to market conditions 

• Capital raising and management actions ensure robust capital structure

• Acquisition of world class Prodeco operations 

Substantial brownfield expansion

Enhances Xstrata’s industry-leading coal portfolio 

• Long-term positive trend in commodities demand set to continue

• Xstrata positioned to initiate next stage of growth:

Leveraging Xstrata’s unparalleled track record of identifying, executing and 
integrating acquisitions

Economic environment presents unique value opportunity

Value-adding growth and superior shareholder returns

Conclusion
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Q & A


