THE WALL STREET JOURNAL.

MONDAY, OCTOBER 19, 2009 25

THE INTERNATIONAL INVESTOR

Xstrata shifts its focus

Miner to concentrate
on upcoming projects,
not new acquisitions

By Guy CHAZAN
AND DANA CIMILLUCA

A day after dropping its pursuit
of rival Anglo American PLC, min-
ing giant Xstrata PLC will turn its fo-
cus toward projects it already has in
the pipeline, rather than seek new
acquisitions, its chief executive said
in an interview.

“Now’s the time to do the build-
ing so we can start getting the re-
wards of additional volume,” said
Mick Davis. Based on its current
pipeline of projects alone, he said,
Xstrata is looking to increase pro-
duction from its mines by 50% be-
tween now and 2013.

The focus on internal growthis a
departure for Mr. Davis. After as-
suming the helm of Xstrata in 2001,
he turned it into a mining power-
house with a string of high-profile
acquisitions, culminating in an ap-
proach to Anglo in June with a pro-
posal for a merger of equals. His am-
bition was to create a diversified
mining company able to compete
with BHP Billiton and Rio Tinto.
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ulators to make a formal offer or
withdraw, Xstrata on Thursday said
it was walking away. It was the sec-
ond big deal in a row Xstrata has had
to abandon, following the aborted
acquisition of platinum producer
Lonmin PLC last year.

Mr. Davis said the environment
for mergers and acquisitions is get-
ting tougher. “Clearly, the universe
is smaller than it was because we’ve
had such a lot of consolidation,” he
said. “I don’t see companies that are
listed in the market that are decid-
edly cheap waiting for someone to
come and pounce.” But he stressed
there was still scope for “bolt-on
transactions for our busi-
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What’s more, should Anglo’s per-
formance deteriorate further in the
next six months, it could open the
door for a renewed takeover bid
from Xstrata—a possibility Mr.
Davis hasn’t ruled out.

Xstrata sought to underscore
that even without a combination
with Anglo, it has plenty of potential
to grow. The company has at least
four projects that could be com-
pleted in the next few months, includ-
ing expansions of its Collahuasi cop-
per project in Chile, and the Antam-
ina copper and zinc development
and the Tintaya copper mine in Peru.

Meanwhile, two other big
projects are due to be fully commis-
sioned in the next few months— a
nickel mine in Canada and a coal
mine in South Africa. Xstrata alsoan-
nounced Thursday that it was invest-
ing $700 million in a copper mine in
Chile and another coal project in
South Africa.

Analysts say that with a portfolio
dominated by copper, coal, nickel,
zinc and chrome assets, Xstrata is
one of the best-placed among the
mining companies to benefit from a
global economic recovery.

Mr. Davis, who long championed
the idea of a commodity “supercy-
cle” powered by China’s industrial
revolution, said he thinks that will
continue as supply will be unable to
maoeat ricine demand for metals. keep-
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These funds have a mandate to balance equity and bond investments for Euro-based inves-
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vested) in U.S. dollars for one year ending October 16, 2009

Leading 10 Performers
FUND  FUND
RATING NAME FUND MGM'T CO.

LEGAL % Return in $US **
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NS SILGO IFM Independent EUR Liechtnstn 59.24 69.11 NS NS
Investment Fund Management AG
1 GlobolIT Schoellerbank EUR Austria 74.16 67.84-12.48 NS
Invest AG
NS Ibercaja Ibercaja Gestion EUR Spain 55.51 55.77 NS NS
Alpha F1
5 AEGON AEGON Investment  EUR Nethrinds 25.58 54.16 20.08 NS

Strategic Allocation 85/35 e Management B.V.

4  Warburg Warburg Invest EUR Germany 39.18 51.73 6.41 NS
Trend Allocation Plus

3 HMG HMG Finance EUR France 75.18 51.09 -0.17 6.80
Rendement A/

4 Elan Club Rothschild & Cie EUR France 44,18 4831 9.23 11.09
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1  Dresdner VPV Dresdner VPV NV EUR Nethrinds 68.84 47.69-14.04 NS
Value A

NS Amplégest Amplégest EUR France 4858 4721 NS NS
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