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In commodities prices stretches into its fifth year, mining company
executives are more bullish than ever. O O (Rio Tinto)J O 0O O [
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the latest company to predict a strong outlook for metals prices - and
IS putting its money where its mouth is. Tom Albanese, the UK
mining groups new chief executive, last week cast aside Rios
reputation for caution with a $38bn (27.5bn, 1 18.5bn) agreed offer
for Alcan, the Canadian aluminium producer, in the largest takeover
bid the mining industry hasseen.0 D OO0 OO0 O 0O OO O O
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OO00000000 O O The fact that a company that usually
kept out of the mergers and acquisitions fray decided to launch such
an ambitious bid may give investors reassurance that the boom is not
about to end. It will also put pressure on rivals such as Anglo
American, Xstrata and BHP Billiton to unveil their own



multi-billion-dollardeals. 1 D O 000000000 odno
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friendly bid trumped an earlier hostile $27.5bn offer from Alcans US
rival Alcoa. When asked how he could justify paying a premium of
33 per cent to Alcoas bid, Mr Albanese said: "Its all about China."[
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and its hunger for raw materials such as copper, iron ore and
aluminium have provided the foundations for sharp rises in
commaodities prices over the past five years. Prices have also been
driven higher by new mines taking longer than expected to develop,
because both skilled workers and specialist equipment such as drills
have beeninshortsupply.0 000000 do0doododn
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executives say that neither the shortages of metals nor Chinas
demand for them will change any time soon - and that the growth of
India will provide further support for commodities prices. They
increasingly argue that this commaodities cycle is in fact a
"super-cycle" - a long period of higher prices last seen in the 1960s,



when Japan was industrialising. 1 OO0 0D 0000000000
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0 O 0O O O O Moreover, mining companies are starting to use the
super- cycle theory as a rationale for a more aggressive stance on
mergers and acquisitions. As demonstrated by Rios bid for Alcan,
even traditionally conservative companies are prepared to pay up to
secure high-qualityassets. 1 O 0 0000000000 O0n
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[1 00 8001 I [ "But analysts are less confident about the outlook for
commaodities prices. This week Citigroup said the takeover of Alcan
would only slightly improve Rios earnings per share, based on the
banks long-term forecasts for the aluminium price. "We need to
assume aluminium prices of more than $1.26 per pound for the next
few years and a long-term price of $1 per pound to make this deal
work. Our current assumptions are for cyclical prices of $1.10 per
pound and a long-term price of 80 cents," it said. 100Test [J [J (I [
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