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Legal notice

This presentation is private and confidential. It must not be disclosed in whole or in part, directly or indirectly or
in any other format without the prior written permission of CRU International Limited.

CRU International Limited’s responsibility is solely to its clients and its liability is limited to the amount of the fees
actually paid for professional services.

Although reasonable care and diligence has been used in the preparation of this presentation, we do not

guarantee the accuracy of any data, assumptions, forecasts or other forward-looking statements. We accept no
liability to third parties, howsoever arising.

CRU takes information security seriously and currently holds the UK Government approved Cyber Essentials
certification. This certifies that we have the appropriate security controls across our organisation and third party

suppliers to protect our information assets. CRU also has a privacy policy in place which explains how we
handle personal data on our customers.

Copyright CRU International Limited 2019. All rights reserved.



http://www.crugroup.com/privacy/
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About CRU

In 2019, CRU celebrates 50 years in business. Over this time,
we have built up a reputation for integrity, reliability,
independence and authority with customers across mining,
metals and fertilizers.

CRU’s office locations

)
CRU's insights are built on a twin commitment to quality 0 °o P
primary research and robust, transparent methodologies. 0
9
CRU invests in a global team of analysts, the key to gaining a
real understanding of critical hard-to-reach markets such as 0 p 0

China.

We strive to provide customers with the best service and
closest contact — flexible, personal, responsive.

CRU - big enough to deliver, a high quality service, small
enough to care about all our customers.
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Our business

CRU specialises in mining, metal, and fertilizer commodities delivering
business intelligence through analysis, consulting, and events

Analysis
 Subscriptions for regular
publications and news

* Independent market
analysis

* Short, medium and long-
term market outlooks

» Cost analysis and
forecasts

* Regular price
assessments

* Robust and transparent
methodology

* Unbiased and accurate
assessments

» Compliance with IOSCO
code of best practice

Consulting

» Advice tailored to the
needs of our clients

« Strategy development

* Market decisions

» Asset & project valuation
* Due diligence

* Policy advice & support

Events

* Both commercial and
technical events

» Conferences
e Seminars
* Workshops

* Networking forums
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CRU'’s multi-commodity expertise

CRU have regular and specialised coverage of a wide range of commodities, and through our Consulting team
are able to undertake research into more niche sectors.

Regular CRU product coverage
Specialised CRU product coverage

89
Ac
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Why are we here today?

Lithium consumption by end use, t LCE
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Large scale ramp up in EV adoption expected in mid-2020s

From mid-2020s total cost of ownership begins to strongly favor EVs in most regions due to battery
manufacturing cost declines — in the near term subsidies and other policies are crucial to EV sales

EV availability remains key barrier to adoption in the short term as evidenced by long wait times for buyers,
this will diminish as OEM investments ramp up

Outlook for EVs highly dependent on China, especially in the short term (weak sales in 2019)

Light vehicle sales by powertrain, global XEVs sales by region
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Higher nickel intensity batteries is changing lithium product selection

LDV/HDV/Bus battery demand by cathode type, Lithium demand by application and production type
Percent market share Thousand tonnes LCE
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Hydroxide market to grow >500% by 2024 & could overtake carbonate longer term
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Chile to increase lithium production by 55% from 2018 till 2024

Chilean mine supply Proportion of mine production by country, selected years
Thousand tonnes LCE Percent market share
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Large expansions in other countries will see Chile’s share of mine production decrease though the

country remains a leading source of lithium chemical supply
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Chilean producers are and will remain highly competitive in carbonate

2018 Lithium carbonate production costs by asset
$ per tonne, LCE
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Royalties form a large part of current Chilean operating costs

« The new regime is progressive. As royalties scale with prices they do not threaten the operations in a
weaker price environment — they will always be at the lower cost end of the cost curve.

Carbonate production costs, US$/t LCE Effective Chilean royalty rate
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Brines advantage over hard rock for hydroxide production is far less clear cut

Lithium carbonate and hydroxide processing costs by raw material source (2019)
US$/t LCE

Captive raw material
advantage explains Australian
hydroxide activity

Chile (brine) Argentina (brine) | Australia (hard | China (hard rock) Chile (brine) Argentina (brine) | Australia (hard | China (hard rock) [Purchased Li2CO3
rock) rock)
Carbonate Hydroxide

Incremental hydroxide processing costs lower from hard rock compared to brines
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Oversupply could lead to re-prioritization of value over volumes

» Favor lower cost Chilean projects over those elsewhere

» Market size still expected to grow rapidly; would expect to see consumers still looking to secure supplies
» Well-established reputation and reliability are key differentiators

Lithium demand (high scenario) and unweighted supply Lithium carbonate FOB export prices, Chile
Thousand tonnes LCE $ per tonne
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Downstream investment appealing to producers and governments

Value added

Integrated lithium supply chain End uses

Battery chemicals Precursors Batteries

Deposits Intermediates :
Grid

storage

Salts of Ni, Co,
Mn,Al... EVs

N Spodumene
concentrate cathode LIB _ Electronics
| ‘ production

Hard Precursor /
production

rock

I Industrial
uses

Lithium
chemicals I

Brines

Recycling

Quality of indigenous
resources

Proximity to downstream
processing

US$4 bn

>US$30bn
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Case study: Chile promoting domestic lithium discounts to encourage downstream investment

« Part of SQM and Albemarle quota expansion agreement involved obligation to sell lithium carbonate at
reduced rates to any producers of battery cathode materials or other components within Chile.

* Numerous challenges remain for downstream investment
 Lithium is only a relatively small proportion of battery raw material costs (~30% at current prices)
« Local / low cost access to nickel and cobalt stronger drivers from a cost perspective
« Competing well-established East Asian supply chain
 Auvailability of skilled labor
- Lack of significant end consuming markets Cathode raw material costs, $/kWh

 Increasing demand for hydroxide April 2018 August 2019

QOutcome

* |t will take more than discounted lithium to attract
downstream investment in Chile

« Supportive public policy is a necessary condition

* Chile may have an opportunity in Innovation and R&D 69 611 529 611

(e-g- brine processing) — great wealth of experience m Lithium m Cobalt = Nickel = Manganese
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Summary

N\

‘ Market demand buoyant and expected to accelerate in long term, due to EV mass marketisation
\
‘ Higher nickel intensity batteries favoring lithium hydroxide feedstocks

\
‘ Latin American dominance in upstream being challenged by supply growth in Australia

and China. Chile in good position to expand production.

|

Potential oversupply and price pressures could restore the competitive advantage for low
cost brine producers in the longer term, as could some innovative processing technologies

/
‘ Value creation opportunities downstream: a complex mix of market, technical and policy

conditions required to realize potential. Chile to leverage on existing know-how and experience.

/
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