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 2Q13 Global Mining & Construction Survey 
 Pricing & Aftermarket Next Shoe to Drop 
 

 Citi Global Mining & Construction Survey — We examine the results of our quarterly 
proprietary Mining & Construction Survey, which tracks the 12-month forward-looking 
capex intentions of mining and construction customers. The survey captures >$320bn 
in annual sales by customers (including mining and construction equipment dealers, 
mining, construction and minerals processing companies).  

 Negative Pricing Now Expected — Pricing sentiment for mining equipment turned 
negative for the first time since 4Q09. On average, prices are now expected to go down 
by 4.4% Y/Y over the next 12 months compared to an average 4% increase expected 
in our past 16 surveys and c8% at the peak of 2012. In terms of equipment type, the 
highest risk is for mining trucks, pyro processing, hydraulic excavators; filtration, drilling 
and crushing equipment. The pricing risk is also emerging with regards to service 
related contracts with more and more miners are willing to push back. This signals a 
structural change amongst miners with the new CEOs focused on turning away from 
“empire growth building” towards cost and returns.  

 Mining Capex Outlook Weakens Further Across All Commodities & All 
Equipment Types— Survey participants now expect mining capex to decline by 16% 
Y/Y over the next 12 months compared to 11% Y/Y decline expected during our 1Q13 
survey with a greater risk of projects being deferred to 2015 and beyond. Capex cuts 
are expected across all commodities and across all type of mining equipment. The risk 
lies on the downside as 70% of the respondents are considering lowering future capex 
budgets. Separately, our own mining capex model (based on >40 mining companies 
worldwide) points to a cumulative decline of 30% over 2013-15E from the peak level of 
2012 (with 2014 taking the biggest hit and a further decline expected in 2015). 

 Aftermarket The Next Shoe To Drop? — We note a number of recently announced 
mine closures and production cut backs or deferrals (Figure 5). If this trend continues it 
could lead to softer aftermarket growth than currently expected. 

 CAT Dealers in China — Our recent survey of CAT dealers in China points to 
downward sales expectations, with a slowing economy, cooling local government 
investment and heightened competitive activity some of the factors cited (with 
responses fielded mostly prior to the recent SHIBOR spike). Mine closures - especially 
amongst smaller mines - have picked up with the recent downdraft in coal prices, 
contributing to the weakness in large excavators. The majority of dealers noted 
inventories were at "average" levels (an improvement from last survey).  

 Top Picks – Our survey findings support our negative stance on mining capex, which 
we first highlighted in March 2012 in our report Mining Capex - Downside Risk 
Emerging. Globally, we prefer FLSmidth (new CEO, US housing and US EPA 
legislation, although we acknowledge near-term headwinds) and Electrolux  (a net 
beneficiary of falling commodity prices) – both Buy rated – over Atlas Copco and Metso 
– both Sell rated – and over Caterpillar, Joy Global, HCM, Komatsu (Downgrading to 
Neutral: Mining woes cast a deeper shadow), Sandvik and Weir Group – all Neutral 
rated. 
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Mining Survey: Negative Pricing Now Expected  

Outlook for mining pricing equipment has deteriorated considerably from 1Q13 
survey. We had highlighted in our report Global Mining Capex - 2014 Risk Still Lies 
to the Downside that pricing risk lies to the downside and the results from our 2Q 
survey now confirms this. On average, prices are expected to decline by 4.4% Y/Y 
over the next 12 months compared to c.1% Y/Y increase expected at the time of our 
1Q survey and an average c.4% increase expected in our past 16 surveys. The last 
time we saw negative pricing expectations was in 3Q09 when we launched our 
survey. This survey shows around 81% of the respondent are not willing to accept 
price increases from equipment suppliers.  

This signals a structural change amongst miners with the new CEOs focused on 
turning away from “empire growth building” towards cost and returns. We believe the 
consequence will likely be a multi-year decline in capital spending and a dramatic shift 
in buying power within the supply chain alongside compressing lead times. One major 
miner noted that lead times for certain large surface products have dropped from over 
2 years at the end of 2011 to in some cases 2 weeks today. Another major miner has 
recently pushed down on price iron ore related supplier by 15% Y/Y. In terms of 
equipment type, the highest risk is for mining trucks, pyro processing, hydraulic 
excavators; filtration, drilling and crushing equipment. The downside pricing risk is also 
emerging in aftermarket with miners are more and more willing to push back on price.  

So far amongst global equipment providers, only Boart Longyear, Fenner and Metso 
have alluded to some evidence of pricing pressure. Recently, Boart Longyear has 
guided for mid-to-high-single-digit FY13 drilling services price erosion. Our 
Australian analyst notes that recent industry feedback suggests FY13 drilling 
services pricing will be down around 10% y/y, with further price erosion in FY14 
reflecting the annualized effect of FY13 price reductions (Boart Longyear Ltd 
(BLY.AX) - Risk to Guidance on Downside, Balance Sheet Risk Managable). We 
had previously highlighted Fenner facing some margin pressure in Australia (first 
noted in October), which may take a few quarters to play through. Metso had also 
alluded to pricing pressure in some of large mining projects (Metso Oyj 
(MEO1V.HE) - Feedback from Pre-Silent 1Q13 Conference Call). 

Figure 1. Mining Companies Prices of New Equipment Purchases Over 
the Next 6-12 Months Compared to the Last Year 

 Figure 2. Mining Survey Participants: Over the next 12 months, on 
which type of equipment are you considering to push back on price? 
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Mining Survey: Mining Capex Continues To Deteriorate 

For the third time since we rolled out our proprietary Mining & Construction capex 
survey in October 2009, our survey points to a decline in capex expectations. 
Mining survey participants now expect mining capex to decline by 16% Y/Y, 
compared to 11% Y/Y decline expected at the time of our 1Q13 survey and the 
average of 14% growth expected between 4Q09 and 3Q12. Worth noting that the 
weakness is notable across all types of equipment and all types of commodities.  

Separately from the mining capex survey, our own mining capex model (based on 
>40 mining companies worldwide) points to a 4% Y/Y decline in 2013E, followed by 
a 19.3% Y/Y decline in 2014E (compared with -12.0% in our Global Mining Capex - 
2014 Risk Lies on The Downside in April). Our model also points to a 9.5% decline 
in mining capex in 2015E. Overall this translates into a cumulative decline of 30% 
over 2013/15E from the peak level of 2012. We believe risk to mining capex lies on 
the downside, especially as we look into 2014E and 2015E as miners are still 
working through long lead-time capital projects. 

We note our previous survey (1Q13 Global Mining & Construction Survey) has 
pointed out that there is now a greater risk of further deferrals of mining capex 
plans, with intentions of purchasing new equipment now being shifted to 2015 and 
beyond. This survey also confirms that purchasing intentions have indeed been 
pushed out to 2015 and beyond, with a greater risk of purchasing intentions being 
cut down for 2014E and 2015E (Figure 13). 

Figure 3. Mining Companies Equipment Purchasing (CAPEX) Intentions 
Over the Next 12 Months Compared to the Last Year 

 Figure 4. 2Q13 Mining Companies: Over the next 12 months, demand for 
which of the following types of equipment will be lower or greater than 
average or unchanged? 
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Furthermore, we had highlighted in Global Mining Capex - 2014 Risk Lies on The 
Downside report that our channel checks suggest miners are cutting back 
production and lowering their future capex budgets with more cut-backs in copper 
and gold mining. We have seen further evidence of these trends since then (Figure 
5) and our 2Q survey confirms that mining companies are most likely to cut back 
spending, especially on gold (Figure 25) 
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Figure 5. Mining Capex Channel Check - Capex and Production Cutbacks 

Date Company Details 
Mining Production Cutbacks 
Jul-13 Perseus Mining  Expects production in 2H of FY2012/13 to fall below its previously issued guidance of at least 105,000 ounces 
Jun-13 Glencore Xstrata Glencore Xstrata cut back coal production of 3m tonnes of coal production at its Newlands and Oaky Creek mines in Australian 
Jun-13 Golden Star Reduced gold production of 320,000-350,000 ounces this year to a range of 290,000-310,000 ounces from its two operating mines in the 

Ashanti Gold Belt 
Jun-13 McEwen Mining  lowering its production growth forecast to 225,000 gold equivalent ounces in 2016 from 290,000 
May-13 Yantai Penghui Copper 

Industry 
Production in April was cut by about 20% from the same time last year. Production may fall by 15% in the 2Q from a year ago 

May-13 North Copper For this year, the production could be about 20% lower than its targeted 120,000 tonnes 
May-13 Yunnan copper & Jiangxi 

copper 
Announced production cuts this year due to the shortage of scrap supply 

May-13 Jinchuan Group Company has shut down 200000 tons of annual production capacity of facilities, for copper scrap raw material shortage 
Apr-13 Rio Tinto Rio Tinto now expects mined copper output of about 540,000 tonnes and refined copper output of 205,000 tonnes in 2013. In February, it 

had forecast 2013 mined copper output at 665,000 tonnes and refined copper output at 305,000 tonnes 
Apr-13 Pan Pacific Copper Plans to reduce output by 3.2% in the first half of this fiscal year compared with a year earlier 
Apr-13 OZ Minerals Produce less copper than expected after a setback at its Prominent Hill mine in southern Australia. OZ Minerals cut its forecast for copper 

output in 2013 to 82,000-88,000 tonnes, compared with an earlier projection of 90,000-95,000 tonnes 
Mar–13 Newcrest Mining Lowered its gold output guidance by about 10%, limiting its ability to capitalize on high gold prices 
Jan-13 Yamana Gold Expects to produce about 1.44m to 1.60m GEO this year. The company had earlier forecast production of 1.48m to 1.66m GEO, with a 

target level exceeding 1.5m GEO 
Mining Capex Cutback/Deferral  
Jul-13 Vale Rio Colorado potash ($6bn) is postponed and Moatize coal ($6bn) faces potential delays given local threats and weak coal prices 
Jun-13 Glencore Xstrata Suspends the $142m Liddell underground expansion at its Ravensworth mine in NSW 
Jun-13 Aquila Resources  Re-prioritise some works on the project due to soft coal prices and pushed back completion of the mine to the first half of 2017 from 

November 2016 
Jun-13 Newcrest Mining Capex budget cut to ~$1bn for FY14 (~$1.5bn prior) 
Jun-13 MDI Lower levels of demand have significantly increased competitive pressures and will likely continue to have an impact for the rest of 

calendar 2013. 
May-13 AngloGold Ashanti Targeting more capex savings across the regions, in addition to last year’s $500m capex budget reduction to $2.1bn 
May-13 BHP BHP Billiton expected capex of $18bn in 2014 and $15bn in two to three years from $22bn currently 
May-13 Harmony Gold Said will reduce its services and corporate costs by R400m and overall capex in South Africa and Papua New Guinea by R1.4bn for the 

2014 financial year 
May-13 Hochschild Mining Plc 2013 exploration budget is revised by 29% to $55m. Sustaining capex now expected to be appx $160m (previous guidance was $180m) 
May-13 Rio Tinto The company said it is well on track to reduce $750m in exploration and evaluation expenditure this year. The company is cutting its 

capex to $13bn this year compared with $17bn the year before 
May-13 Hecla Mining Co Lowered its planned capital spending for 2013 to $145m from the $152m it had forecast in February 
Apr-13 African Barrick Gold 2013 capex guidance of US$100m of sustaining capital. Reduced 2013 sustaining capex by over $50m against 2012 
Mar-13 Codelco Considering $500mn-600mn in spending deferrals for the year, albeit will not impact the company's structural projects 
Mar-13 Newmont Mining Expects to invest appx $2.1-$2.3bn in attributable capex in 2013, of which appx 40% is allocated to development capital and remaining on 

sustaining capital. 
Jan-13 Anglo American So far approved capex of $5bn for 2013 and $3.5bn for 2014 (vs. expectations of $7.5-$8bn in 2013 previously) 
Jan-13 Bumi Resources Expects capex of $150m in 2013. 
Jan-13 Consol Energy Consol Energy expects to invest between $835-$865m in its coal, gas and water businesses in 2013, less than the $1.5bn estimated in 

Oct 
Dec-13 Lundin Mining Capex for 2013 is expected to be $270m (vs. $380m in 2012). Exploration expenditures are expected to be in the range of $40m in 2013 

(2012 - estimated at $50m). 
Dec-13 Vale Budgeted $16.3bn for capex for 2013, including $10.1bn for project execution, $5.1bn for sustaining existing operations and $1.1bn for 

R&D. Vale's 2013 capex budget is down from $17.5bn in 2012 
Gold and Copper Mining Capex Cutback/Deferral  
Jul-13 Medusa Mining  Reduce exploration expenditure from $25m in FY13 to $12m in FY14. 
Jul-13 Barrick Gold  Delaying first production into mid-2016 and deferring capex at Pascua. 2013 capex guidance reduced by $0.7-0.8bn to $1.8-2.0bn and 

2014 capex lowered by $0.8-1.0bn to $1.0-1.2bn 
Jun-13 Golden Star Exploration spend for the year has been reduced from $20m to $16.5m 
May-13 Harmony Gold Reducing its services and corporate costs by R400m and overall capital expenditure in South Africa and Papua New Guinea by R1.4bn 

for the 2014 financial year 
May-13 AngloGold Ashanti Targeting more capex savings across the regions, in addition to last year’s $500m capex budget reduction to $2.1bn 
May-13 Saracen Mineral Holdings Suspended its expansion plans for the Carosue Dam plant, along with the development of its Deep South underground operation, as a 

response to the gold price volatility indefinitely 
May-13 Randgold Resources Will cut its capital spending and reduce production from its Loulo-Gounkoto complex, in Mali, negotiating the effects of a sharply lower 

gold price, and a weaker 1Q performance 
May-13 Gold Fields Slashed exploration expenditure and is closing down marginal production at Tarkwa in Ghana and the St Ives and Agnew mines in 

Australia. The group’s lower production in the quarter stems in large part from these decisions 
Apr-13 Sibanye Gold Looking at ways to minimise the losses and depending on discussions with the government and unions there may be lay-offs 
Apr-13 Barrick Gold Plans to cut at least $500m from spending on major projects this year and may consider suspending work at its troubled Pascua-Lama 

development in South America  

Source: Citi Research; Company Reports 
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Construction Outlook Weakens Further 

Construction Capex Outlook Deteriorates – Capex is expected to decline by  
-8.1% Y/Y over the next 12 months, worse than -8.4% Y/Y expectations at the time 
of our 1Q13 survey. This marks the fourth consecutive decline in capex 
expectations and continues to remain below the average 1% growth expected in our 
past 16 surveys. We also note meaningful capex spending has been pushed out 
further into 2015 and beyond.  

Construction Pricing Remains Weak – Survey respondents expect price for 
construction equipment to decline by -3% during the next 12 months. This marks 
the first time our survey showed a decline in pricing expectations since our launch in 
October 2009. Pricing expectations remain well below 0.6% increase at the time of 
our 1Q survey and the average of 2% growth expected in our past 16 surveys. Majority 
of the respondents (70%) would be unwilling to accept price increases from 
suppliers, if suppliers were to raise prices.  

Figure 6. Construction Companies & Dealers: Equipment Purchasing 
(CAPEX) Intentions Over Next 12 Months Compared to Last 12 Months 

 Figure 7. Construction Companies and Dealers Prices of New 
Equipment Purchases Over Next 6-12 Months Compared to Last Year 
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Caterpillar Dealers in China  

Our recent survey of CAT dealers in China points to downward sales expectations, 
with a slowing economy, cooling local government investment and heightened 
competitive activity some of the factors cited (with responses fielded mostly prior to 
the recent SHIBOR spike). Mining closures, especially amongst smaller mines, 
have picked up with the recent downdraft in coal prices, contributing to the 
weakness in large excavators. The majority of dealers noted inventories were at 
"average" levels (an improvement from last survey). 

Top Picks  

Global mining equipment companies are trading on our 2013E forecasts on a P/E of 
12x. European stocks are the most expensive trading on 12.9x, whilst US and 
Japanese stocks are on 10.3x and 11.3x respectively.  

Globally, we prefer FLSmidth (new CEO, US housing and US EPA legislation, although 
we acknowledge near-term headwinds) and Electrolux (ELUXb.ST; SKr171.40; 1) (a 
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net beneficiary of falling commodity prices) – both Buy rated – over Atlas Copco and 
Metso – both Sell rated – and over Caterpillar, Joy Global, HCM, Komatsu (recently 
downgraded from Buy to Neutral for detail see  Downgrading to Neutral: Mining woes 
cast a deeper shadow), Sandvik and Weir Group – all Neutral rated.  

Figure 8. Global Mining Equipment Manufacturers – Comparable Valuation 

Company Name Ticker Price Rating EV/Sales EV/EBIT EV/EBITDA P/E EBIT Margin 
    2013E 2014E 2013E 2014E 2013E 2014E 2013E 2014E 2013E 2014E 
Europe              
Atlas Copco ATCOa.SE 165.30 (3) 2.3 2.2 11.3 11.0 9.8 9.5 15.5 15.6 20.4% 20.4% 
Fenner FENR.GB 3.17 (1) 0.8 0.8 8.6 7.0 5.7 5.0 10.5 9.1 10.5% 11.7% 
FLSmidth FLS.DK 267.10 (1) 0.7 0.7 8.8 7.6 7.7 6.1 11.4 9.8 8.0% 8.8% 
Metso MEO1V.FI 27.59 (3) 0.7 0.8 8.8 9.7 6.7 7.3 11.8 12.6 7.9% 8.0% 
Sandvik SAND.SE 81.95 (2) 1.4 1.3 10.7 10.0 8.2 7.3 14.6 13.1 12.9% 13.5% 
Weir WEIR.GB 21.27 (2) 1.9 1.8 9.9 9.2 8.7 8.1 13.7 13.2 19.3% 19.2% 
              
US              
Caterpillar CAT.US 85.33 (2) 1.0 0.9 9.3 7.8 6.8 5.8 12.3 10.9 10.7% 11.9% 
Joy Global JOY.US 49.48 (2) 1.2 1.3 6.3 6.4 5.6 5.6 8.4 9.0 20.0% 19.7% 
              
Japan              
Hitachi Construction Machinery 6305.JP 2117.00 (2) 0.9 0.8 10.7 9.1 6.1 5.2 10.7 9.5 10.0% 10.5% 
Komatsu 6301.JP 2,338 (2) 1.4 1.2 10.0 8.9 7.0 6.3 12.0 11.3 14.3% 14.6% 
              
China              
Sany Int'l 0631.CN 2.01 (2) 1.4 1.2 7.7 5.7 6.3 4.8 11.2 8.9 18.1% 20.6% 
              
Others              
Boart Longyear BLY.AU 0.48 (3) 0.6 0.5 nm nm 6.1 4.9 nm nm -0.8% 0.0% 
Doosan Infracore 042670.KR 10650.00 (2) 0.2 0.2 4.6 3.6 3.1 2.5 nm 10.0 4.8% 5.9% 
              
Global Mining Equipment Average   1.1 1.1 8.9 8.0 6.8 6.0 12.0 11.1 12.0% 12.7% 
European Mining Equipment Average   1.3 1.3 9.7 9.1 7.8 7.2 12.9 12.2 13.2% 13.6% 
US Mining Equipment Average   1.1 1.1 7.8 7.1 6.2 5.7 10.3 9.9 15.4% 15.8% 
Japan Mining Equipment Average   1.1 1.0 10.3 9.0 6.6 5.7 11.3 10.4 12.2% 12.6% 
China Mining Equipment Average   1.4 1.2 7.7 5.7 6.3 4.8 11.2 8.9 18.1% 20.6%  

Source: Powered by dataCentral. Prices as of 9 July 2013 
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1. For the next 12 months, what are your equipment purchasing (CAPEX) 
intentions compared to the last 12 months? 

Mining capex survey participants said that over the next 12 months, capex on 
average is expected to decline by c.16% Y/Y (Figure 9) vs. -11% expected at the 
time of our 1Q13 survey (-1% in 4Q12, 7% in 3Q12, 13% in 2Q12 and 11% in 
1Q12). This marks the third consecutive time that our survey shows capex decline 
over next 12 months since we launched our proprietary Mining and Construction 
Survey in October 2009. Moreover, the proportion of participants who plan to 
decrease capex has surged to 76% from 61% in 1Q13 (vs. 46% in 4Q12 and 27% 
in 3Q12). On the other hand, proportion of participants who plan to increase capex 
has reduced sharply to 14% from 22% in 1Q13 (vs. 36% in 4Q12 and 53% in 
3Q12). More importantly, of the 76% who plan to decrease capex, the average 
decline is of the magnitude of 20-25% over the next 12 months.   

Construction companies and dealers expect capex on average to decline by 8.1% 
Y/Y during the next 12 months (Figure 10), almost in line with 8.4% Y/Y decline 
expected in 1Q13 survey (vs. -3.1% Y/Y in 4Q12 and -4.4% Y/Y in 3Q12), indicating 
a sharp deterioration from the flat growth expected during 1Q12 survey, +2% in 
4Q11, -2% in 3Q11, -1% in 2Q11, and +5% in our 1Q11 survey.    

Figure 9. Mining Companies’ Equipment Purchasing (CAPEX) 
Intentions Over the Next 12 Months Compared to the Last 12 Months 

 Figure 10. Construction Companies’ and Dealers’ Equipment Purchasing 
(CAPEX) Intentions Over Next 12 Months Compared to Last 12 Months 
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Source: Citi Research  Source: Citi Research 
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2. What are your equipment purchasing (CAPEX) intentions for 2014 
compared to the last 12 months? 

Mining capex survey participants said that capex on average is expected to decline 
by c.16% Y/Y (Figure 11) in 2014.  More importantly, 62% of participants plan to 
decrease capex (average: -23.5% Y/Y), while a mere 29% plan to increase 
(average: +11.7% Y/Y) and 10% intend to keep their capex levels unchanged.  

Construction companies and dealers expect capex on average to decline by 5.6% 
Y/Y in 2014 (Figure 12). A majority (56%) of participants plan to decrease capex 
(average: -12.5% Y/Y), while only 11% plan to increase (average: +12.5% Y/Y) and 
34% intend to keep their capex levels unchanged. 

Figure 11. Mining Companies’ Equipment Purchasing (CAPEX) 
Intentions in 2014 Compared to the Last 12 Months 

 Figure 12. Construction Companies’ and Dealers’ Equipment 
Purchasing (CAPEX) Intentions in 2014 Compared to Last 12 Months 
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3. Based on your medium-term demand environment outlook, in which year 
are you most likely to substantially increase equipment purchasing (CAPEX)? 

We had previously pointed out (in our 1Q13 and 4Q12 survey) that there is now a 
greater risk of further deferrals of mining capex plans, with intentions of purchasing 
new equipment now being shifted to 2015 and beyond. Results from this quarter’s 
survey confirm this view. Overall, 71% of mining participants are planning to 
substantially increase equipment purchasing between 2015 and 2018 compared to 
65% of mining companies were still planning to spend c35% of their budgets during 
the same period at the time of our 1Q survey. 

We also note that a smaller share of mining participants (24% vs. 29% in 1Q13 and 
44% in 4Q12) are planning to make substantial investment in 2014. Clearly, the 
mining capex expectations for 2014 have moved down markedly. We continue to 
believe risk to mining capex lies on the downside, especially as we look into 2014E 
and 2015E as miners are still working through the long lead-time capital projects. 

Figure 13. 2Q13 Survey - In Which Year Do Mining Participants Expect a 
Substantial Increase in Equipment Purchasing (CAPEX)? 

 Figure 14. 1Q13 Survey - In Which Year Do Mining Participants Expect a 
Substantial Increase in Equipment Purchasing (CAPEX)? 
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Construction companies and dealers have also pushed out their purchases to 2015 
and beyond, with marked deterioration in 2014 capex expectations. This survey 
shows that only 30% of respondents plans to make substantial investment in 2014 
compared with 38% in 1Q13 and 50% in 4Q12. 2Q13 survey shows around 80% of 
respondents have postponed their capex plans to 2015-2018 compared with 63% in 
1Q13 survey and 33% in 4Q12 survey.  

Figure 15. 2Q13 Survey - In Which Year Do Construction Companies 
and Dealers Expect a Substantial Increase in Equipment Purchasing 
(CAPEX)? 

 Figure 16. 1Q13 Survey - In Which Year Do Construction Companies 
and Dealers Expect a Substantial Increase in Equipment Purchasing 
(CAPEX)? 
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4. On a scale of 1 to 10 (1 - Too little inventory, 10 - Too much inventory), can 
you rank the level of your current inventory of equipment? 

Mining companies on average rate their inventory level 5.1 (vs. 5.1 in 1Q13 and 5.8 
in 4Q12) and 6.4 (vs. 6.0 in 1Q13 and 5.3 in 4Q12) for new and used equipment, 
respectively (Figure 17 & Figure 18).  

Figure 17. New Mining Equipment Inventory Level (1 – Too little 
inventory, 10 - Too much inventory) 

 Figure 18. Used Mining Equipment Inventory (1 - Too little inventory, 10 
- Too much inventory) 
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Source: Citi Research  Source: Citi Research 

 
Construction companies and dealers on average rate their inventory level 5.8 (vs. 
6.1 in 1Q13 and 6.1 in 4Q12) and 4.9 (vs. 5.6 in 1Q13 and 5.1 in 4Q12) for new and 
used equipment, respectively (Figure 19 and Figure 20). 

Figure 19. New Construction Equipment Inventory Level (1 – Too little 
inventory, 10 - Too much inventory) 

 Figure 20. Used Construction Equipment Inventory (1 - Too little 
inventory, 10 - Too much inventory) 
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5. For the next 6-12 months, what do you expect prices of new equipment 
purchases compared to last year to be? 

Pricing for new mining equipment is expected to decline by 4.4% (Figure 21) during 
the next 6-12 months vs. the same period last year. The last time our survey 
recorded negative pricing expectation was at the time we launched our proprietary 
Mining and Construction Survey in October 2009. Pricing expectations remain 
below 0.7% increase in 1Q13 and the single digit increase we observed last year 
(2.0% in 4Q12, 1.0% in 3Q12, 8.1% in 2Q12, 7.9% in 1Q12). 

Construction companies and dealers also expect pricing to decline -3% in the next 
6-12 months. This also marks the first time that our survey shows pricing decline for 
construction companies over next 6-12 months since we launched our survey. We 
would note that pricing expectations with construction participants has always been 
lower compared to mining companies since 3Q09. However, this time pricing 
expectations are better than miners albeit being worse than 1Q13 survey. 

Figure 21. Mining Companies Prices of New Equipment Purchases Over 
the Next 6-12 Months Compared to the Last Year 

 Figure 22. Construction Companies and Dealers Prices of New 
Equipment Purchases Over the Next 6-12 Months Compared to the Last 
Year 
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6. Do you have intentions to push back on equipment providers price over the 
next 12 months? 

Majority of respondents (81% vs. 81% in 1Q13 and 88% in 4Q12) continue to plan 
push back on equipment providers prices over the next 12 months (Figure 23). A 
significant number of construction respondents (70% vs. 75% in 1Q13 and 67% in 
4Q12) were planning to push back on equipment providers’ prices (Figure 24). 

Figure 23. Mining Companies – Do you have intentions to push back on 
equipment providers price over the next 12 months? 

 Figure 24. Construction Companies & Dealers – Do you have intentions 
to push back on equipment providers price over the next 12 months 
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7. Over the next 6-12 months, equipment demand for which of the following 
types of mining market segments will be greater or lower than average? 

We had highlighted in our report Global Mining Capex - 2014 Risk Still Lies to the 
Downside that our channel checks indicates a large number of capex 
cutback/deferrals were associated with mining of gold and copper. The results from 
our 2Q13 survey confirm this.  

On a segmental basis, mining companies are most likely to cut back spending on 
gold, coal and base metals (Figure 25). For these categories, the number of “lower 
than average” responses significantly outnumbers the “greater than average” 
responses. Relative to our 1Q13 survey results, all categories of metals have 
moved further down the ladder, with “lower than average” responses now greatly 
outnumbering “greater than average”. 

Figure 25. 2Q13 Survey - Over the next 6-12 months, equipment 
demand for which of the following types of mining market segments 
will be:  

 Figure 26. 1Q13 Survey - Over the next 6-12 months, equipment 
demand for which of the following types of mining market segments 
will be:  
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All commodities at risk with Coal & Gold 

being the highest while Copper & Iron 

Ore being the least 
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8. Over the next 12 months, demand for which of the following types of 
equipment will be lower or greater than average or unchanged? 

According to our 2Q13 survey, mining companies are planning to spend less than 
average on all mining equipment, particularly on mining trucks, screening 
equipment, separation equipment and drilling equipment. The survey also points to 
relative strength in demand for haulage systems, pyro processing and filtration 
equipment (Figure 27 and Figure 28).  

Figure 27. 2Q13 Mining Survey Participants: Over the next 12 months, 
demand for which of the following types of equipment will be lower or 
greater than average or unchanged? 

 Figure 28. European Mining Equipment Suppliers – Key Product 
Overlap 
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 Atlas Copco FLSmidth Metso Sandvik Weir Group
Haulage Systems X X
Pyro Processing X X
Filtration Equipment X
Grinding Equipment X X
Draglines
Mining Tools X X
Continuous Mining Equipment X X
Tractors/Dozers (Crawler & Wheel)
Hydraulic Excavators
Crushing Equipment X X X
Hydraulic Shovels
Electric Shovel
Pumps X X
Materials Handling Equipment X X X
Mining Loading Equipment X
Drilling Equipment X X
Separation Equipment X
Screening Equipment X X
Mining Trucks X X  

Source: Citi Research  Source: Citi Research 

 
Responses from our construction companies and dealers were similar, with less 
than average spending indicated for most equipment category. Responses from 
construction participants (including direct customers and dealers) show relative 
weakness for rollers, compactors and hydraulic excavators. The survey also points 
to relative strength in demand for construction tools, haulage systems and motor 
graders (Figure 29 and Figure 30). 

Majority of mining companies are 

planning to spend below average on 

most mining equipment, similar to 

Construction survey participants who 

also plan to spend below average on 

most equipment. 
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Figure 29. 2Q13 Construction Survey Participants (Dealers and Direct 
Customers): Over the next 12 months, demand for which of the 
following types of equipment will be lower or greater than average or 
unchanged? 

 Figure 30. European Construction Equipment Suppliers – Key Product 
Overlap 
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Cranes
Construction Loading Equipment
Compressors X
Asphalt Finishers X
Tractors/Dozers (Crawler & Wheel)
Hydraulic Shovels
Hydraulic Excavators
Compactors X
Rollers X  

Source: Citi Research  Source: Citi Research 

 
9. Over the next 12 months, on which type of equipment are you considering 
to push back on price? 

According to our 2Q13 survey, most mining companies are planning to pushback on 
prices for most mining equipment, particularly on mining trucks, pyro processing 
and hydraulic excavators. The survey also points to relative less pushback on prices 
for draglines, separation equipment and continuous mining equipment (Figure 31 & 
Figure 32). 

Figure 31. Mining Survey Participants: Over the next 12 months, on 
which type of equipment are you considering to push back on price? 

 Figure 32. European Mining and Construction Equipment Suppliers – 
Key Product Overlap 
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10. What proportion of your capital expenditure budget is used for equipment 
and machinery? 

Our survey finds that on average 39% of the capex budgets of mining participants 
are spent on equipment and machinery, which partly explains the limited impact on 
orders for equipment suppliers (Figure 33). This is above results as at the time of 
our 1Q13 survey of 35% and 4Q12 survey of 31%. Our construction participants 
spend 33% on average of their capex budget on equipment and machinery. 

Figure 33. Mining Companies: What Proportion of your Capital 
Expenditure Budget is used for Equipment and Machinery? 

 Figure 34. Construction Companies and Dealers: What Proportion of your 
Capital Expenditure Budget is used for Equipment and Machinery? 
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11. Would you consider buying from a low-cost equipment supplier? 

The results of our survey show that 67% of mining participants would consider 
buying from a low-cost equipment supplier (Figure 36), in-line with our 1Q13 survey 
and above 55% at the time of 4Q12 survey. In terms of equipment type, some 
participants have singled out crushing and grinding equipment, pumps and motors 
as examples of equipment that they would generally be willing to purchase from low 
cost suppliers. This is supportive of our conclusions from our recently published 
report, Global Engineering Sector in China - Step-Up in ‘Go Global’ – Revised 
Winners & Losers, where we highlighted the increasing threat from Chinese 
competition, featuring FLSmidth and Metso, amongst the mining equipment 
providers, as stocks that, in our view, have the least to gain and perhaps more to 
lose. 

Figure 35. Mining Equipment Suppliers 
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Source: Citi Research 

 

Figure 36. 2Q13 Survey - Mining Companies: Would You Consider 
Buying From a Low Cost Equipment Supplier? 

 Figure 37. 1Q13 Survey - Mining Companies: Would You Consider 
Buying From a Low Cost Equipment Supplier? 
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12. Is it becoming easier to fund equipment purchases? 

The results of our survey show that 71% of mining participants are finding it more 
difficult to fund equipment purchases (Figure 38), compared with 83% in the 1Q13 
survey. 50% (vs. 62% in 1Q13) of construction companies and dealers find it harder 
to fund purchases (Figure 39).  

Figure 38. Mining Survey Participants: Is it Becoming Easier to Fund 
Equipment Purchases? 

 Figure 39. Construction Companies and Dealers: Is it Becoming Easier 
to Fund Equipment Purchases? 
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13. Given the prevailing macroeconomic uncertainty, are you considering 
lowering your future capex budgets? 

Macroeconomic uncertainty increased during 2013 and commodity prices such as 
copper, which is strongly correlated to mining capex, have been volatile. Results from 
our survey find that majority of participants (70%) still consider lowering their future 
capex albeit lesser compared to 83% of participants in 1Q13 and 80% in our 4Q12 
survey (Figure 40).  

Construction companies and dealer participants considering lowering budgets have 
deteriorated to 60% in this survey compared to 50% in 1Q13, 56% in 4Q12, 62% in 
3Q12 and 70% in the 2Q12 survey (Figure 41).  

Figure 40. Mining Companies: Given the prevailing macroeconomic 
uncertainty, are you considering lowering your future capex budgets? 

 Figure 41. Construction Companies and Dealers: Given the prevailing 
macroeconomic uncertainty, are you considering lowering your future 
capex budgets? 
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Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as investment banking client(s): Doosan Infracore, Komatsu, 
Atlas Copco, Electrolux, Sany Heavy Equipment International, Caterpillar Inc., Metso Oyj, Hitachi Construction Machinery. 

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-
banking, securities-related: Joy Global Inc., Doosan Infracore, Sandvik, Komatsu, Weir Group, FLSmidth, Atlas Copco, Electrolux, Sany Heavy Equipment 
International, Boart Longyear Ltd, Caterpillar Inc., Metso Oyj, Hitachi Construction Machinery. 

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-
banking, non-securities-related: Joy Global Inc., Doosan Infracore, Sandvik, Komatsu, FLSmidth, Atlas Copco, Electrolux, Sany Heavy Equipment 
International, Boart Longyear Ltd, Caterpillar Inc., Metso Oyj, Hitachi Construction Machinery. 

Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its 
affiliates ("the Firm"). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability which includes investment banking 
revenues. 

The Firm is a market maker in the publicly traded equity securities of Joy Global Inc., Sandvik, Komatsu, Atlas Copco, Metso Oyj. 

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Research product ("the 
Product"), please contact Citi Research, 388 Greenwich Street, 28th Floor, New York, NY, 10013, Attention: Legal/Compliance [E6WYB6412478]. In 
addition, the same important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are contained on the Firm's 
disclosure website at https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures.   Valuation and Risk assessments can be found in the text of the 
most recent research note/report regarding the subject company. Historical disclosures (for up to the past three years) will be provided upon request. 

Citi Research Equity Ratings Distribution       
 12 Month Rating Relative Rating 
Data current as of 30 Jun 2013 Buy Hold Sell Buy Hold Sell
Citi Research Global Fundamental Coverage 48% 40% 12% 6% 88% 6%

% of companies in each rating category that are investment banking clients 53% 50% 45% 58% 51% 49%
Guide to Citi Research Fundamental Research Investment Ratings: 
Citi Research stock recommendations include an investment rating and an optional risk rating to highlight high risk stocks. 
Risk rating takes into account both price volatility and fundamental criteria. Stocks will either have no risk rating or a High risk rating assigned. 
Investment Ratings: Citi Research investment ratings are Buy, Neutral and Sell. Our ratings are a function of analyst expectations of expected total return 
("ETR") and risk. ETR is the sum of the forecast price appreciation (or depreciation) plus the dividend yield for a stock within the next 12 months.  The 
Investment rating definitions are: Buy (1) ETR of 15% or more or 25% or more for High risk stocks; and Sell (3) for negative ETR. Any covered stock not 
assigned a Buy or a Sell is a Neutral (2). For stocks rated Neutral (2), if an analyst believes that there are insufficient valuation drivers and/or investment 
catalysts to derive a positive or negative investment view, they may elect with the approval of Citi Research management not to assign a target price and, 
thus, not derive an ETR. Analysts may place covered stocks "Under Review" in response to exceptional circumstances (e.g. lack of information critical to the 
analyst's thesis) affecting the company and / or trading in the company's securities (e.g. trading suspension). As soon as practically possible, the analyst will 
publish a note re-establishing a rating and investment thesis. To satisfy regulatory requirements, we correspond Under Review and Neutral to Hold in our 
ratings distribution table for our 12-month fundamental rating system. However, we reiterate that we do not consider Under Review to be a recommendation.  
Relative three-month ratings: Citi Research may also assign a three-month relative call (or rating) to a stock to highlight expected out-performance (most 
preferred) or under-performance (least preferred) versus the geographic and industry sector over a 3 month period. The relative call may highlight a specific 
near-term catalyst or event impacting the company or the market that is anticipated to have a short-term price impact on the equity securities of the 
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company. Absent any specific catalyst the analyst(s) will indicate the most and least preferred stocks in the universe of stocks under consideration, 
explaining the basis for this short-term view. This three-month view may be different from and does not affect a stock's fundamental equity rating, which 
reflects a longer-term total absolute return expectation. For purposes of NASD/NYSE ratings-distribution-disclosure rules, most preferred calls correspond to 
a buy recommendation and least preferred calls correspond to a sell recommendation. Any stock not assigned to a most preferred or least preferred call is 
considered non-relative-rated (NRR). For purposes of NASD/NYSE ratings-distribution-disclosure rules we correspond NRR to Hold in our ratings 
distribution table for our 3-month relative rating system. However, we reiterate that we do not consider NRR to be a recommendation. 

Prior to October 8, 2011, the firm's stock recommendation system included a risk rating and an investment rating. Risk ratings, which took into account both 
price volatility and fundamental criteria, were: Low (L), Medium (M), High (H), and Speculative (S). Investment Ratings of Buy, Hold and Sell were a 
function of the Citi Research expectation of total return (forecast price appreciation and dividend yield within the next 12 months) and risk rating. Additionally, 
analysts could have placed covered stocks "Under Review" in response to exceptional circumstances (e.g. lack of information critical to the analyst's thesis) 
affecting the company and/or trading in the company's securities (e.g. trading suspension). Stocks placed "Under Review" were monitored daily by 
management and as practically possible, the analyst published a note re-establishing a rating and investment thesis. For securities in developed markets 
(US, UK, Europe, Japan, and Australia/New Zealand), investment ratings were:Buy (1) (expected total return of 10% or more for Low-Risk stocks, 15% or 
more for Medium-Risk stocks, 20% or more for High-Risk stocks, and 35% or more for Speculative stocks); Hold (2) (0%-10% for Low-Risk stocks, 0%-15% 
for Medium-Risk stocks, 0%-20% for High-Risk stocks, and 0%-35% for Speculative stocks); and Sell (3) (negative total return). For securities in emerging 
markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings were:Buy (1) (expected total return of 15% or more for 
Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-15% for 
Low-Risk stocks, 10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low-
Risk stocks, 10% or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks). 

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change 
in target price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price 
movements and/or other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to 
review by Research Management. Your decision to buy or sell a security should be based upon your personal investment objectives and should be made 
only after evaluating the stock's expected performance and risk. 

NON-US RESEARCH ANALYST DISCLOSURES 
Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global 
Markets Inc.) are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member 
organization and therefore may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public 
appearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below: 

Citigroup Global Markets Ltd Natalia Mamaeva; Mark Fielding; Bilal Aziz 
Citigroup Global Markets India Private Limited Soumava Banerjee; Mallika Shah 
Citigroup Global Markets Inc Timothy Thein, CFA 
Citigroup Global Markets Japan Inc. Graeme McDonald 
Citicorp Pty Ltd Guy Robinson 
Citigroup Global Markets Asia Jenny N Zhen 
Citigroup Global Markets Korea Securities Ltd Sungmee Park, CFA 

OTHER DISCLOSURES 

Citigroup Global Markets Inc. and/or its affiliates has a significant financial interest in relation to Sandvik, Komatsu, Electrolux, Caterpillar Inc., Metso Oyj. 
(For an explanation of the determination of significant financial interest, please refer to the policy for managing conflicts of interest which can be found at 
www.citiVelocity.com.) 

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and 
may act as principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been 
recommended in the Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities 
transactions in a manner inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal 
basis. 

Citigroup Global Markets Inc. or its affiliates acts as a corporate broker to Fenner. 

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other 
obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal 
amount invested. Although information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its 
accuracy and it may be incomplete and condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and 
completeness of the disclosures made in the Important Disclosures section of the Product. The Firm's research department has received assistance from 
the subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy 
prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has had 
discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the 
author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without notice. Prices and 
availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the companies 
discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Research does not set a 
predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of Citi Research to provide research coverage of 
the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity constraints. The 
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Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase 
securities mentioned in the Product must take into account existing public information on such security or any registered prospectus. 

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the 
reporting requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign 
companies are generally not subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of 
some foreign companies may be less liquid and their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate 
movements may have an adverse effect on the value of an investment in a foreign stock and its corresponding dividend payment for U.S. investors. Net 
dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but investors are urged to consult their tax advisor for 
exact dividend computations. Investors who have received the Product from the Firm may be prohibited in certain states or other jurisdictions from 
purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. Citigroup Global Markets Inc. 
takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product may be placed 
only through Citigroup Global Markets Inc. 

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed 
by.  The Product is made available in Australia through Citi Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992), participant of 
the ASX Group and regulated by the Australian Securities & Investments Commission.  Citigroup Centre, 2 Park Street, Sydney, NSW 2000.  The Product is 
made available in Australia to Private Banking wholesale clients through Citigroup Pty Limited (ABN 88 004 325 080 and AFSL 238098). Citigroup Pty 
Limited provides all financial product advice to Australian Private Banking wholesale clients through bankers and relationship managers.  If there is any 
doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the Citigroup Private Bank in Australia.  Citigroup 
companies may compensate affiliates and their representatives for providing products and services to clients.  The Product is made available in Brazil by 
Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissão de Valores Mobiliários, BACEN - Brazilian Central Bank, APIMEC - 
Associação dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associação Nacional dos Bancos de Investimento.  Av. 
Paulista, 1111 - 11º andar - CEP. 01311920 - São Paulo - SP.  If the Product is being made available in certain provinces of Canada by Citigroup Global 
Markets (Canada) Inc. ("CGM Canada"), CGM Canada has approved the Product.  Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J 
2M3.  This product is available in Chile through Banchile Corredores de Bolsa S.A., an indirect subsidiary of Citigroup Inc., which is regulated by the 
Superintendencia de Valores y Seguros. Agustinas 975, piso 2, Santiago, Chile. The Product is made available in France by Citigroup Global Markets 
Limited, which is authorised and regulated by Financial Services Authority.  1-5 Rue Paul Cézanne, 8ème, Paris, France.  The Product is distributed in 
Germany by Citigroup Global Markets Deutschland AG ("CGMD"), which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). CGMD, 
Reuterweg 16, 60323 Frankfurt am Main. Research which relates to "securities" (as defined in the Securities and Futures Ordinance (Cap. 571 of the Laws 
of Hong Kong)) is issued in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Limited which takes full responsibility for its content. Citigroup 
Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures Commission. If the Research is made available through Citibank, N.A., Hong 
Kong Branch, for its clients in Citi Private Bank, it is made available by Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. Citibank 
N.A. is regulated by the Hong Kong Monetary Authority. Please contact your Private Banker in Citibank N.A., Hong Kong, Branch if you have any queries on 
or any matters arising from or in connection with this document.  The Product is made available in India by Citigroup Global Markets India Private Limited, 
which is regulated by Securities and Exchange Board of India.  Bakhtawar, Nariman Point, Mumbai 400-021.  The Product is made available in Indonesia 
through PT Citigroup Securities Indonesia.  5/F, Citibank Tower, Bapindo Plaza, Jl. Jend. Sudirman Kav. 54-55, Jakarta 12190.  Neither this Product nor any 
copy hereof may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with 
applicable capital market laws and regulations. This Product is not an offer of securities in Indonesia. The securities referred to in this Product have not been 
registered with the Capital Market and Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations, 
and may not be offered or sold within the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which 
constitute an offer within the meaning of the Indonesian capital market laws and regulations.  The Product is made available in Israel through Citibank NA, 
regulated by the Bank of Israel and the Israeli Securities Authority. Citibank, N.A, Platinum Building, 21 Ha'arba'ah St, Tel Aviv, Israel.   The Product is made 
available in Italy by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.  Via dei Mercanti, 12, Milan, 20121, 
Italy.  The Product is made available in Japan by Citigroup Global Markets Japan Inc. ("CGMJ"), which is regulated by Financial Services Agency, Securities 
and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange.  Shin-Marunouchi 
Building, 1-5-1 Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan. If the Product was distributed by SMBC Nikko Securities Inc. it is being so distributed under 
license.  In the event that an error is found in an CGMJ research report, a revised version will be posted on the Firm's Citi Velocity website.  If you have 
questions regarding Citi Velocity, please call (81 3) 6270-3019 for help.   The Product is made available in Korea by Citigroup Global Markets Korea 
Securities Ltd., which is regulated by the Financial Services Commission, the Financial Supervisory Service and the Korea Financial Investment Association 
(KOFIA). Citibank Building, 39 Da-dong, Jung-gu, Seoul 100-180, Korea.   KOFIA makes available registration information of research analysts on its 
website.  Please visit the following website if you wish to find KOFIA registration information on research analysts of Citigroup Global Markets Korea 
Securities Ltd.  http://dis.kofia.or.kr/fs/dis2/fundMgr/DISFundMgrAnalystPop.jsp?companyCd2=A03030&pageDiv=02. The Product is made available in 
Korea by Citibank Korea Inc., which is regulated by the Financial Services Commission and the Financial Supervisory Service. Address is Citibank Building, 
39 Da-dong, Jung-gu, Seoul 100-180, Korea.  The Product is made available in Malaysia by Citigroup Global Markets Malaysia Sdn Bhd (Company No. 
460819-D) (“CGMM”) to its clients and CGMM takes responsibility for its contents. CGMM is regulated by the Securities Commission of Malaysia. Please 
contact CGMM at Level 43 Menara Citibank, 165 Jalan Ampang, 50450 Kuala Lumpur, Malaysia in respect of any matters arising from, or in connection with, 
the Product.  The Product is made available in Mexico by Acciones y Valores Banamex, S.A. De C. V., Casa de Bolsa, Integrante del Grupo Financiero 
Banamex ("Accival") which is a wholly owned subsidiary of Citigroup Inc. and is regulated by Comision Nacional Bancaria y de Valores. Reforma 398, Col. 
Juarez, 06600 Mexico, D.F.  In New Zealand the Product is made available to ‘wholesale clients’ only as defined by s5C(1) of the Financial Advisers Act 
2008 (‘FAA’) through Citigroup Global Markets Australia Pty Ltd (ABN 64 003 114 832 and AFSL No. 240992), an overseas financial adviser as defined by 
the FAA, participant of the ASX Group and regulated by the Australian Securities & Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 
2000.  The Product is made available in Pakistan by Citibank N.A. Pakistan branch, which is regulated by the State Bank of Pakistan and Securities 
Exchange Commission, Pakistan. AWT Plaza, 1.1. Chundrigar Road, P.O. Box 4889, Karachi-74200.  The Product is made available in the Philippines 
through Citicorp Financial Services and Insurance Brokerage Philippines, Inc., which is regulated by the Philippines Securities and Exchange Commission. 
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20th Floor Citibank Square Bldg. The Product is made available in the Philippines through Citibank NA Philippines branch, Citibank Tower, 8741 Paseo De 
Roxas, Makati City, Manila. Citibank NA Philippines NA is regulated by The Bangko Sentral ng Pilipinas. The Product is made available in Poland by Dom 
Maklerski Banku Handlowego SA an indirect subsidiary of Citigroup Inc., which is regulated by Komisja Nadzoru Finansowego.  Dom Maklerski Banku 
Handlowego S.A. ul.Senatorska 16, 00-923 Warszawa.  The Product is made available in the Russian Federation through ZAO Citibank, which is licensed 
to carry out banking activities in the Russian Federation in accordance with the general banking license issued by the Central Bank of the Russian 
Federation and brokerage activities in accordance with the license issued by the Federal Service for Financial Markets.  Neither the Product nor any 
information contained in the Product shall be considered as advertising the securities mentioned in this report within the territory of the Russian Federation 
or outside the Russian Federation.  The Product does not constitute an appraisal within the meaning of the Federal Law of the Russian Federation of 29 July 
1998 No. 135-FZ (as amended) On Appraisal Activities in the Russian Federation.  8-10 Gasheka Street, 125047 Moscow.  The Product is made available in 
Singapore through Citigroup Global Markets Singapore Pte. Ltd. (“CGMSPL”), a capital markets services license holder, and regulated by Monetary 
Authority of Singapore. Please contact CGMSPL at 8 Marina View, 21st Floor Asia Square Tower 1, Singapore 018960, in respect of any matters arising 
from, or in connection with, the analysis of this document. This report is intended for recipients who are accredited, expert and institutional investors as 
defined under the Securities and Futures Act (Cap. 289). The Product is made available by The Citigroup Private Bank in Singapore through Citibank, N.A., 
Singapore Branch, a licensed bank in Singapore that is regulated by Monetary Authority of Singapore. Please contact your Private Banker in Citibank N.A., 
Singapore Branch if you have any queries on or any matters arising from or in connection with this document. This report is intended for recipients who are 
accredited, expert and institutional investors as defined under the Securities and Futures Act (Cap. 289).  This report is distributed in Singapore by Citibank 
Singapore Ltd ("CSL") to selected Citigold/Citigold Private Clients. CSL provides no independent research or analysis of the substance or in preparation of 
this report. Please contact your Citigold//Citigold Private Client Relationship Manager in CSL if you have any queries on or any matters arising from or in 
connection with this report. This report is intended for recipients who are accredited investors as defined under the Securities and Futures Act (Cap. 289).   
Citigroup Global Markets (Pty) Ltd. is incorporated in the Republic of South Africa (company registration number 2000/025866/07) and its registered office 
is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Pty) Ltd. is regulated by JSE Securities Exchange South Africa, South African 
Reserve Bank and the Financial Services Board.  The investments and services contained herein are not available to private customers in South Africa.  The 
Product is made available in Spain by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.  29 Jose Ortega 
Y Gasset, 4th Floor, Madrid, 28006, Spain.  The Product is made available in the Republic of China through Citigroup Global Markets Taiwan Securities 
Company Ltd. ("CGMTS"), 14 and 15F, No. 1, Songzhi Road, Taipei 110, Taiwan and/or through Citibank Securities (Taiwan) Company Limited ("CSTL"), 14 
and 15F, No. 1, Songzhi Road, Taipei 110, Taiwan, subject to the respective license scope of each entity and the applicable laws and regulations in the 
Republic of China. CGMTS and CSTL are both regulated by the Securities and Futures Bureau of the Financial Supervisory Commission of Taiwan, the 
Republic of China. No portion of the Product may be reproduced or quoted in the Republic of China by the press or any third parties [without the written 
authorization of CGMTS and CSTL]. If the Product covers securities which are not allowed to be offered or traded in the Republic of China, neither the 
Product nor any information contained in the Product shall be considered as advertising the securities or making recommendation of the securities in the 
Republic of China. The Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security or 
financial products. Any decision to purchase securities or financial products mentioned in the Product must take into account existing public information on 
such security or the financial products or any registered prospectus.  The Product is made available in Thailand through Citicorp Securities (Thailand) Ltd., 
which is regulated by the Securities and Exchange Commission of Thailand.  18/F, 22/F and 29/F, 82 North Sathorn Road, Silom, Bangrak, Bangkok 10500, 
Thailand.  The Product is made available in Turkey through Citibank AS which is regulated by Capital Markets Board.  Tekfen Tower, Eski Buyukdere 
Caddesi # 209 Kat 2B, 23294 Levent, Istanbul, Turkey.  In the U.A.E, these materials (the "Materials") are communicated by Citigroup Global Markets 
Limited, DIFC branch ("CGML"), an entity registered in the Dubai International Financial Center ("DIFC") and licensed and regulated by the Dubai Financial 
Services Authority ("DFSA") to Professional Clients and Market Counterparties only and should not be relied upon or distributed to Retail Clients. A 
distribution of the different Citi Research ratings distribution, in percentage terms for Investments in each sector covered is made available on 
request.  Financial products and/or services to which the Materials relate will only be made available to Professional Clients and Market Counterparties.  The 
Product is made available in United Kingdom by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.  This 
material may relate to investments or services of a person outside of the UK or to other matters which are not regulated by the FSA and further details as to 
where this may be the case are available upon request in respect of this material.  Citigroup Centre, Canada Square, Canary Wharf, London, E14 5LB.  The 
Product is made available in United States by Citigroup Global Markets Inc, which is a member of FINRA and registered with the US Securities and 
Exchange Commission. 388 Greenwich Street, New York, NY 10013.   Unless specified to the contrary, within EU Member States, the Product is made 
available by Citigroup Global Markets Limited, which is regulated by Financial Services Authority.  
Pursuant to Comissão de Valores Mobiliários Rule 483, Citi is required to disclose whether a Citi related company or business has a commercial relationship 
with the subject company. Considering that Citi operates multiple businesses in more than 100 countries around the world, it is likely that Citi has a 
commercial relationship with the subject company.  
Many European regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as a result of 
publication or distribution of investment research. The policy applicable to Citi Research's Products can be found at 
https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures.   
Compensation of equity research analysts is determined by equity research management and Citigroup's senior management and is not linked to specific 
transactions or recommendations.   
The Product may have been distributed simultaneously, in multiple formats, to the Firm's worldwide institutional and retail customers.  The Product is not to 
be construed as providing investment services in any jurisdiction where the provision of such services would not be permitted.  
Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in price and/or value and investors may get 
back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value that could equal or exceed the amount 
invested. Certain investments contained in the Product may have tax implications for private customers whereby levels and basis of taxation may be subject 
to change. If in doubt, investors should seek advice from a tax adviser.  The Product does not purport to identify the nature of the specific market or other 
risks associated with a particular transaction.  Advice in the Product is general and should not be construed as personal advice given it has been prepared 
without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice, 
consider the appropriateness of the advice, having regard to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the 
client's responsibility to obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the product. 
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With the exception of our product that is made available only to Qualified Institutional Buyers (QIBs) and other product that is made available through other 
distribution channels only to certain categories of clients to satisfy legal or regulatory requirements, Citi Research concurrently disseminates its research via 
proprietary and non-proprietary electronic distribution platforms. Periodically, individual Citi Research analysts may also opt to circulate research posted on 
such platforms to one or more clients by email. Such email distribution is discretionary and is done only after the research has been disseminated via the 
aforementioned distribution channels. Citi Research simultaneously distributes product that is limited to QIBs only through email distribution. 
The level and types of services provided by Citi Research analysts to clients may vary depending on various factors such as the client’s individual 
preferences as to the frequency and manner of receiving communications from analysts, the client’s risk profile and investment focus and perspective (e.g. 
market-wide, sector specific, long term, short-term etc.), the size and scope of the overall client relationship with Citi and legal and regulatory constraints. 
Citi Research product may source data from dataCentral. dataCentral is a Citi Research proprietary database, which includes Citi estimates, data from 
company reports and feeds from Reuters and Datastream. 

© 2013 Citigroup Global Markets Inc. Citi Research is a division of Citigroup Global Markets Inc. Citi and Citi with Arc Design are trademarks and service 
marks of Citigroup Inc. and its affiliates and are used and registered throughout the world. All rights reserved. Any unauthorized use, duplication, 
redistribution or disclosure of this report (the “Product”), including, but not limited to, redistribution of the Product by electronic mail, posting of the Product on 
a website or page, and/or providing to a third party a link to the Product, is prohibited by law and will result in prosecution. The information contained in the 
Product is intended solely for the recipient and may not be further distributed by the recipient to any third party. Where included in this report, MSCI sourced 
information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this information and any 
other MSCI intellectual property may not be reproduced, redisseminated or used to create any financial products, including any indices. This information is 
provided on an "as is" basis. The user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party involved in, or 
related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness 
for a particular purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third 
party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. MSCI, Morgan Stanley Capital 
International and the MSCI indexes are services marks of MSCI and its affiliates. The Firm accepts no liability whatsoever for the actions of third parties. The 
Product may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the Product refers to website material of the Firm, 
the Firm has not reviewed the linked site. Equally, except to the extent to which the Product refers to website material of the Firm, the Firm takes no 
responsibility for, and makes no representations or warranties whatsoever as to, the data and information contained therein. Such address or hyperlink 
(including addresses or hyperlinks to website material of the Firm) is provided solely for your convenience and information and the content of the linked site 
does not in anyway form part of this document. Accessing such website or following such link through the Product or the website of the Firm shall be at your 
own risk and the Firm shall have no liability arising out of, or in connection with, any such referenced website. 

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST 
 

http://www.citivelocity.com/�

	Mining Survey: Negative Pricing Now Expected 
	Mining Survey: Mining Capex Continues To Deteriorate
	Construction Outlook Weakens Further
	Caterpillar Dealers in China 
	Top Picks 

