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Simandou commissioning to moderate iron ore price

Metals & Mining | Sector Update | November 18, 2025

The much-awaited Simandou iron ore project in Guinea officially began operations last
week. Simandou is the world’s largest untapped deposit of high-grade (65% Fe) iron ore,
which at peak production of 120 mtpa will account for 7% of global sea-borne iron ore
market (Exhibit 6). With China (accounts for 74% of global iron ore imports) as a key
equity partner in the project, ramp-up in Simandou could intensify competition in the
iron ore market and soften iron ore price - we build in US$95/t in FY27-28E vs spot
price of US$105/t. Weaker merchant iron ore price would relatively benefit non-
integrated steel players like JSW Steel (ADD, Rs1,245 TP) and JSPL (ADD, Rs1,150 TP).
Integrated players with captive iron ore like Tata Steel (REDUCE, Rs165 TP) and SAIL
(SELL, Rs110 TP), on the other hand, would be net losers due to likely downward
pressure on steel price (from lower iron ore price).

Simandou - ownership structure and infrastructure details (Exhibits 8-15)

m  Blocks 1/2 (North): Controlled by Winning Consortium Simandou (WCS), comprising
Winning International Group (45%), Weigiao Aluminium (35%), and United Mining
Suppliers International (20%). Have reserves of 1.8 bn t, with targeted peak
production of 60 mtpa.

m  Blocks 3/4 (South): Held by Simfer SA, with 15% owned by the Government of Guinea
and 85% by a JV between Rio Tinto (53%) and Chinese SOEs led by Chinalco (47%).
Have reserves of 1.5 bn t, with targeted peak production of 60 mtpa.

m  The project infrastructure includes >600 km of trans-Guinean rail which connects
iron ore mines in southeastern Guinea to a newly constructed river port at Morebaya
on the western coast, linking the country from east to west (Exhibits 12-13). Total
planned capex for the project is ~US$20bn.

m  Peak annual production and exports of up to 120 mn t of premium 65% Fe ore is
targeted by mid-CY28. High-grade iron ore is in strong demand currently, as it is
crucial for low-carbon steel production. At peak production, Simandou will account
for 7% of global sea-borne iron ore market (Exhibit 3).

Simandou could shift balance of power away from iron ore exporters

China Baowu Steel Group, the world’s largest steelmaker, holds stakes in both WCS and
Simfer, reinforcing China’s strategic influence over the project. Given China’s status as the
largest importer of iron ore (74% of total), this project holds strategic significance in the
balance of power between China and key iron ore exporters Australia and Brazil (Exhibits
1-3). Chinaimports ~1.2 bn t of iron ore annually, primarily from Australia and Brazil. With
declining Chinese steel production and demand, ramp-up in Simandou could raise
competitive intensity in the iron ore market and soften iron ore price - we build in US$95/t
for FY27-28E as against spot price of US$105/t (Exhibit 7). Simandou’s premium-grade ore
should, however, command higher pricing.

Long-term strategic and ESG implications

Simandou’s high-grade ore supports low-carbon steelmaking, aligning with global
decarbonization goals. For China, this project ensures a secure supply of green raw
materials, reducing reliance on Australian imports amid geopolitical tensions. For Guinea,
the project promises economic uplift through infrastructure development and royalties.
Guinea, which will receive 15% of output from each Simandou block, could aim to bypass
China by selling the high-grade iron ore directly to Europe and the Middle East, targeting
the premium market for low-carbon green steel. Guinea is set to gain rare leverage in the
green steel market (currently dominated by Australia and Brazil). However, geopolitical
stability in Guinea would hold the key.
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Exhibit 1: World trade iniron ore - China the key importer, Australia and Brazil key exporters
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Annual percentage change

2024 2025f 2026 f 2027 f 2025f 2026 f 2027 f
World trade mnt 1,708 1,714 1,740 1,763 0.3 1.6 1.3
Iron ore imports Unit
China mnt 1,238 1,219 1,189 1,186 -1.5 -2.4 -0.3
Japan mnt 96 93 92 88 -3.7 -1.2 -4.4
Republic of Korea mnt 69 66 62 62 -5.4 -5.1 -0.4
European Union mnt 102 104 105 107 1.9 0.9 2.5
Iron ore exports
Australia mnt 902 914 926 931 1.3 1.3 0.6
Brazil mnt 395 404 420 433 2.3 4.0 3.1
South Africa mnt 61 62 55 54 1.6 -11.2 -1.8
Canada mnt 61 63 67 68 3.3 6.4 15
India mnt 36 33 29 27 -8.4 -12.2 -6.9

Source: OCE Australia

Exhibit 2: Iron ore trade map
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Exhibit 3: China’s iron ore imports have risen in recent years due to depleting ore grades
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Source: Axis Capital, Bloomberg; Note: Annualized for CY25

Exhibit 4: Iron ore production-splitin CY24 (~2.5 mn t) Exhibit 5: Iron ore reserve-splitin CY24 (200 bn t)
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Exhibit 6: Simandou’s contribution is expected to reach 7% to world trade by CY30E

mmmm Simandou contribution (mn t) —O—Share of total (%) - RHS

CY26E

Source: Axis Capital
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Exhibit 7: Iron ore price to remain subdued in coming years
—O—Iron oreFe 62% CNF China
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Source: Axis Capital, Bloomberg
Exhibit 8: Simandou ownership structure
Block Owner Key shareholders Estimated
reserves
- . Winning International Group, Weigiao
1&2 VYmnmg Consortium Aluminium, United Mining Suppliers, 1.8bnt
Simandou (WCS)
Baowu Resources
A . Rio Tinto, Government of Guinea,
3&4 Rio Tinto SimFer Chalco Iron Ore Holdings 1.5bnt
Source: Rio Tinto, WCS
Exhibit 9: Powering Guinea’s future: SimFer and WCS collaboration framework
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Source: Rio Tinto, WCS
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Exhibit 10: Simandou mine aerial view... Exhibit 11: ...with an iron content of more than 65.5wt%

Source: Rio Tinto Source: WCS

Exhibit 12: Simandou project is the largest mining and related infrastructure project in Africa
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Exhibit 13: Transguinéen Railway, spanning >600 km, connects Simandou mine with the Port of Morebaya
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Exhibit 14: The Port of Morébaya lies on the east bank of the Morébaya River estuary in Forécariah Province, southern Guinea

Source: WCS
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Exhibit 15: Simadou iron ore project timeline
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Year / Period Event

Ore discovery Iron ore identified in Guinea but remained unexplored for decades
1950s Prospectors identified iron ore at Simandou
1958 Guinea declared independence; Republic of Guinea founded

Early exploration
1995
1996
1997
1998
Challenges build
2002
2003
2006
2008

The world takes interest

2010
2011
2012
2014
Care & maintenance
2016
2019

Momentum for progress

2022
2024
Upcoming milestones
2025
2026
2027
2028

Rio Tinto geologists recognised potential but faced logistical challenges
Rio Tinto invited to visit Guinea

Rio Tinto confirmed vast quantities of iron ore at Simandou

Rio Tinto granted exploration permits for blocks 1-4

Rio Tinto established its first subsidiary in Guinea

Agreements delayed; SimFer struggled to find infrastructure investors
SimFer signed mining convention with Government of Guinea

Mining convention ratified and signed into law

Mining concession awarded; IFC acquired 5% interest in SimFer

Global Financial Crisis strained industry; rights to blocks 1-2 awarded to BSGR
Iron ore prices surged; legal disputes arose; some construction began
BSGR sold 51% of rights to Vale for US$25 billion

Rio Tinto settled disputes with Government over mining titles

Chalco consortium acquired 47% interest; environmental approval granted
BSGR stripped of rights; Ebola outbreak hit Guinea

Progress stalled due to Ebola and financial constraints

Rio Tinto cost-cutting; Simandou project put on hold

W(CS awarded tender for blocks 1-2

SimFer, WCS, and Government collaborated on infrastructure plans

La Compagnie du TransGuinéen formed to manage infrastructure
Governments and boards approved project to proceed

Work underway; first ore delivery anticipated

First ore projected

Rail spur and main line completion; shipping via WCS barge port
SimFer completes commissioning of TSVs

SimFer mine projected to reach 60 mnt production

Source: Rio Tinto

Exhibit 16: Valuation summary

MCAP

(USD bn)

JSTL 34.1
TATA 257
JSP 12.9
SAIL 6.8
Aggregate 79.5

CMP TP Rating EV/EBITDA (x) P/B(x) RoE % Net Debt/EBITDA
(Rs) (Rs) FY27E FY28E FY27E FY28E FY27E FY28E FY27E  FY28E
1,165 1,245 ADD 104 8.8 2.9 25 13.9 15.7 2.6 21
172 165 | REDUCE 6.9 6.1 20 1.7 15.8 16.7 1.8 14
1,066 1,150 ADD 8.8 7.2 1.9 1.6 12.1 14.0 11 0.9
139 110 SELL 7.1 7.3 0.9 0.9 6.8 6.6 2.7 3.1
8.7 7.5 22 20 13.6 14.9 21 1.8

Source: Axis Capital, Company
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RATINGS & DEFINITIONS
FUNDAMENTAL RESEARCH ALTERNATIVE RESEARCH

We expect this stock to deliver more than 15% returns TACTICAL |We expect this stock to deliver >10% returns over the next 45
BUY

over the next 12 months. LONG days.

We expect this stock to deliver 5-15% returns over the TACTICAL |We expect this stock to deliver <-10% returns over the next 45
ADD

next 12 months. SHORT days.
REDUCE We expect this stock to deliver 5% to -10% returns RELATIVE We expect this stock to outperform the benchmark/stock

over the next 12 months. LONG (specified in this report) by 10% or more over the next 45 days.
SELL We expect this stock to deliver <-10% returns over the RELATIVE We expect this stock to underperform the benchmark/stock

next 12 months. SHORT (specified in this report) by 10% or more over the next 45 days.

DISCLAIMERS

This Research Report (“Report”) is published by Axis Capital Limited (“ACL”), which is a wholly owned subsidiary of Axis Bank Limited and is registered with
the Securities & Exchange Board of India (“SEBI”) as a Research Analyst (Regn. No. INHO00002434) and with the Research Analyst Administration and
Supervisory Body (RAASB) (Enlistment Number - 5156).

This Report is not for public distribution and has been furnished strictly on a confidential basis for the exclusive use of the recipient and may not be reprinted,
reproduced, sold or redistributed without the written consent of ACL. The distribution of this Report in other jurisdictions may be strictly restricted and/or
prohibited by law and the recipients or persons in possession of this Report should be aware of and take note of such restrictions.

This Report should not be construed as an offer or the solicitation of an offer to buy or sell any security nor should be construed as an advertisement or advice,
professional or otherwise. This Report does not claim to contain all the information that an investor / potential investor may require for the purpose of making
an investment decision. The Report does not provide individually tailored investment advice or take into account a particular investment objective and has
been prepared without regard to the circumstances and objectives of those who receive it. If the recipient(s) are dissatisfied with the contents of this Report
or with the terms of this Disclaimer, the recipients’ sole and exclusive remedy is to stop using/ referring to this Report.

Any comments or views expressed herein are those of the author(s) and may not reflect the information known to, or, the views held by professionals in other
business areas or within the Axis Group (i.e. the group companies of Axis Bank Limited). The opinions or estimates expressed are based on public information
and are the current opinions as of the publication date appearing on this material and the information, including the opinions and estimates contained herein,
are subject to change without notice. ACL disclaims all obligation and is under no duty to update or revise this Report.

ACL is an integrated Investment Banking and Institutional Equities house and is also an Investment Manager to an Alternative Investment Fund (AIF). The
recipient should assume that ACL is seeking or will seek investment banking or other businesses from the company(ies) that are the subject matter of this
Report. Our Sales, Traders and Investment Banking personnel may provide oral or written market commentary or strategies to our clients that reflect
opinions that may seem contrary to the opinions expressed herein.

ACL declares that neither were its activities suspended, nor did it default with any of the Stock Exchanges, since inception. We wish to state that SEBI,
Exchanges, Clearing Corporations etc., have conducted routine inspections over the years and based on their observations may have issued
advise/warnings/show cause notices/deficiency letters/levied penalty for certain deviations observed in inspections or in the normal course of business as a
Merchant Banker, Stockbroker, Investment Manager to the AIF or Research Analyst. ACL has not been debarred from doing business by any Stock
Exchanges/SEBI/any other authorities, nor has our certificate of registration as a Research Analyst been cancelled by SEBI at any point in time.

Emerging securities markets may be subject to risks significantly higher than most established markets. In particular, the political and economic environment,
company practices, market prices and volumes may be subject to significant variations. Foreign-currency-denominated securities are subject to fluctuations
in exchange rates that could have an adverse effect on the value or price or income derived from the investment. In addition, securities such as ADRs, the
value of which are influenced by foreign currencies, effectively assume currency risk. Certain transactions, including those involving futures, options and
other derivatives, are sophisticated investment instruments and give rise to substantial risks. Please ensure that you have read and understood the
derivatives risk disclosure document before entering into any derivative transactions as they are not suitable for all investors. The recipients are requested
to take into consideration all the risk factors, their financial condition and risk return profile. ACL recommends that recipients independently evaluate
investments and strategies and seek the advice of a financial adviser, including tax advice, before investing.

This Report may contain information obtained from third parties, including, but not limited to, ratings from credit ratings agencies. ACL makes every effort to
use reliable, comprehensive information, but we make no representation that it is original, accurate, fair, accurate, correct, complete or fit for a particular
purpose. Neither ACL, nor any of its affiliates, shareholders, directors, employees, agents or advisors or any person connected with this Report, accepts any
liability whatsoever for any direct, indirect, incidental or consequential loss or damage, costs, expenses, legal fees or losses (including lost income or profits
and/or opportunity costs or goodwill), for any error or omission or inaccuracy in any such information or any action resulting from or arising from the use of
this Report or reliance of any information contained herein or in connection with any use or misuse of any of the information obtained from third parties
contained in this Report. The price and value of the investments referred to in this Report may go up or down and we wish to highlight that past performance
is not necessarily a guide for future performance. The estimates for future performance are based on assumptions that may not be realized. Prospective
investors and others (including recipients) are cautioned that any forward-looking statements are not predictions and may be subject to change without
notice. Our investment businesses across the Axis Group may make investment decisions that are inconsistent with the recommendations expressed herein.
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ACL has a separate team that puts together Technical Analysis / Alternative Research and may also issue research and/or recommendations based on
technical/ quantitative analysis of company(ies). The views contained in such reports may be contrary / materially different from the views of the Sector
Analyst. This could be a result of different time horizons, methodologies, market events or other factors.
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