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Rio Tinto Iron Ore

Supported by

• Comprising a quarter of seaborne iron 
ore trade

• Celebrating 40 years development in the 
Pilbara

• Further expanding to meet continued 
demand growth
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Strong performance in 2005

• Record production 
output 

• Sales increased by 
12.4% to 143mt.

• Record earnings of 
US$1.7bn

RTIO sales by market in 2005
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Investing to meet growing demand in a challenging 
environment

• Capital expenditure in 2005 
increased 30% to US$1.2bn

• $3 billion committed to expanding 
Pilbara operations

• First phase completed on schedule 
and within budget

• This was no mean feat – today’s 
environment has many challenges 

• Rigorous planning and issue 
management are required to deliver 
results 

• Work has started on our next phase 
to take total Pilbara capacity 
towards 200 Mt/a
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Chinese proverb:  “ You can’t satisfy hunger by 
painting a cake”

• The world’s ore needs will not be met by unrealistic plans and 
boomtime hype

• Some hard realities face producers in today’s environment: 
• Insufficient labour and skills
• Shortages of materials
• Rising capital and operating costs
• Timetable delays

• Such issues require meticulous planning and rigorous 
management

• If this is true for established producers, it is even more pertinent 
for those seeking to enter the industry 
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Summary of RTIO Expansion Commitments

2,974Total

Mid 2007113Additional rolling stock and other infrastructure

End of 2007531Yandi mine expansion to 52mtpa

End of 2007690Dampier port expansion – phase 2

Mid 2006290Marandoo / Tom Price / Nammuldi mine expansion

2005 capital commitments (100%)

Mid 200680Locomotives and rolling stock

End of 200545Power

Mid 2006200Rail capacity expansion

2004 expansion commitments

Completed35Other

Completed105West Angelas mine expansion to 25mtpa

Completed200Yandi mine expansion to 36mpta

Completed685Dampier Port Expansion – phase 1

Completion 
Date

US$m2003 Expansion Commitments (100%)
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Dampier Port Upgrade Phase B (140 million tonnes)
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Further expansion opportunities in the Pilbara and 
globally

• Existing Pilbara resource base 
of  >11.4bt* with unrivalled 
infrastructure
• US$190m drilling programme 
underway to further extend 
resource base
• Hope Downs JV announced in 
2005
•Global projects in Africa, India 
and Brazil

*JORC compliant
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Chinese demand for steel continues to grow 
strongly

• Concern that weak steel prices reflect poor demand in China is 
misplaced - they are a reflection of supply side factors

• China consumed at least 50m tonnes more steel in 2005

• China now accounts for over 30% of the world’s steel 
consumption

• Macroeconomic drivers for 2006 look solid:

3.5-4m3m2.2mAutomotive output (units)

14-16%16.5%16.7%Industrial output

20-22%25.7%25.8%Fixed asset investment

2006f20052004YoY % Changes in:

Source: NBS, Broker estimates
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Globally, growth in 2006 Steel Consumption 
is forecast to be nearly twice 2005’s increase 

Source: IISI

IISI Apparent Steel Consumption Forecasts
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Chinese steel output continues its relentless growth

• Chinese crude steel output in 2005 grew over 60m tonnes, the 4th

consecutive year of growth >20%.

• Rising base means even a sharp slowdown in output growth will still mean 
30-40mt of additional crude output in 2006.

Chinese Steel Production, Consumption 
and Iron Ore Imports
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This trend will continue albeit at a slower pace

• Many issues conspire to hamper efforts to slow production growth and 
rationalisation – local desires for taxes and employment, committed 
expenditures, historical factors, etc

Source: CISA

Chinese Steel Capacity 
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Ironically this has put pressure on steel prices in 
China at a time of high demand

• Outside of China, high prices in the USA have helped hold up prices 
elsewhere

• Steel stocks (ex-China) were drawn down during 2005, leaving little 
excess supply in 2006
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The seaborne iron ore market for its part continues to 
grow strongly

Rest of World iron ore imports

Chinese iron ore imports

Global crude steel production

Global Crude Steel Production and 
Seaborne Iron Ore Trade
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• Growth has increased more in the past four years than in the preceding two 
decades.



15

Significant ore supply additions are in the pipeline 
but will take some time to catch up

• In the meantime higher cost production particularly in China and
India is filling the gap

• While lower freight rates have eased the burden on Chinese mills
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Strong growth in Chinese iron ore import demand is 
forecast to continue 

Source: Broker reports

Forecast Chinese Iron Ore Imports
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Steel Intensity Curves

0

200

400

600

800

1000

1200

0 10000 20000 30000 40000 50000 60000

Ore demand is underpinned by China’s ongoing 
industrialisation and urbanisation

• The Chinese government plans to quadruple 2000 GDP by 2020 look 
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Indian and Chinese
Per Captia Incomes
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In the medium term sources of new ore demand are 
likely to emerge

China per capita 
income growth of 7.6% 

CAGR 1994-2004

Source: World Bank; Global Insight, IISI
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Summary

• While the market is strong, there 
are many challenges facing 
existing and would-be iron ore 
producers

• Only careful planning and 
rigorous management will deliver 
required ore projects

• With its proven track record, 
RTIO is well placed to continue its 
successful growth as new ore 
demand emerges

Tom Price mine, Western Australia


