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Iron Ore — Speculative Risk

Two assets sold, now for Iron Valley

Recommendation Buy
Last Price A$1.55
Target Price A$2.22
Forecast Total Return 43%

Company profile

Iron Ore Holdings (IOH), established in 2003, is
focused on exploring and developing tenements
within the Central and Western Pilbara area, targeting
direct shipping ore (DSO).

As at Nov'll the total JORC mineral resource of all
IOH projects equated to 934mt, with 450mt located
within a 50km radius of existing rail infrastructure.

The key Central Pilbara assets contains multiple
deposits; Iron Valley, Lambs Creek and Koodaideri
South, over ~570 km? of tenure located adjacent to
RIO’s Yandicoogina and BHP's Yandi iron ore mines
and now FMG's Nyidinghu +2.0bt discovery.

The Western Pilbara project area contains two
tenements: Maitland River and Buckland Hills, which
is adjacent to the Robe River's Mesa J mine.

All IOH projects are strategically located within close
proximity to established rail and currently producing
mines, in particular Rio Tinto operations. IOH has no
port or rail access.

Share price performance

The early stage of development makes valuation difficult and no earnings are
forecast before 2015 at the earliest. Our recommendation is viewed as speculative
with the stock suitable only for investors with significant risk tolerance.

We rate IOH as a Buy with a target price of A$2.22/share, in line with our heavily
risked NPV which is indicative of corporate upside potential should Kerry Stokes
be a seller of his 50.3% controlling interest or the two main assets.

Recent news flow: IOH has increased the resource base to over 900mt over the
last two years, including a discovery at Buckland Hills in the West Pilbara (now
263mt at 57% Fe) and including 310mt of magnetite at Maitland River. It has signed
a native title agreement with the Nyiyaparti Group covering Iron Valley. In Apr'il it
raised A$40m for project studies on Iron Valley and Buckland Hills-Bungaroo South
(A$20m) and exploration (A$14m). The Iron Valley PFS confirmed the technical
viability of a staged development of up to 15mtpa at 58.6% Fe for 12 years. IOH has
been successful in selling Koodaideri South to Rio Tinto for A$32m (in line with our
in situ value of A$0.31/t). IOH also received a 2% FOB royalty, which we accord
minimal value as RIO is likely to have purchased the tenements for infrastructure
space rather than any plans of early development. The key remaining satellite
deposits of Phil's Creek and Lamb Creek were sold on 13" Oct for A$42m, or
A$0.76 per resource tonne to Mineral Resources with payment due in the MarQ'12.
Key issues: The timing and the certainty of development remain key issues. The
value of the deposits is contingent on trucking, rail and port access. IOH is unlikely
to be a developer and there is no clear path to an early cash flow. Iron Valley is high
in phosphorous (0.19% versus Pilbara blend 0.09%) and Buckland Hills moderately
high (0.15%) which may limit suitors to those with low phosphorous ore looking for a
blended product to boost tonnage. Limited market liquidity is also a problem.

Valuation & Target: We value IOH at A$2.22/share (previously A$2.27/share) NPV
based, using an 8% real discount rate and a long-term (2016E) iron ore price of
US$70/t FOB, fines. Our NPV and target price have been risked by an average of
59% to account for the early stage of the developments and the need for funding. At
a long-run iron ore price of US$100/t, our risked valuation increases to
A$4.60/share highlighting the upside for those companies with access to
infrastructure and a more bullish view on the long term iron ore price.

Catalysts: Any increase in resources is unlikely to be accorded value by the market
when IOH has no rail or port access. Upside may be demonstrated by JV deals on
Iron Valley and Buckland Hills with parties that do have port or rail access: Wah
Nam, Fortescue, Aquila or Atlas - all possibilities.

Iron Ore Holdings: Project locations
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Phil’s Creek — Sold
Lamb Creek — Sold
Koodaideri South — Sold
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Readers in all geographies please refer to important disclosures at the end of this report.
12m Coverage History: Initial coverage 18 January 2011, Buy (Spec’ Risk); 27 April 2011, Buy (Spec’ Risk);
19 July 2011, Buy (Spec’ Risk); 19 October 2011, Buy (Spec’ Risk); 20 January 2012, Buy (Spec’ Risk).
Update reports are produced quarterly.
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Risks to valuation, recommendation &
target price

L] Iron ore prices are largely contingent on strong
demand being maintained from China

L] I0OH value depends on third party access to port
and rail infrastructure

Ll High phosphorous nature of the ore adds to
valuation uncertainty

] Competing bids required to achieve an optimal
valuation for the Company

L] Threat of increasing Government tax take,
including higher State royalties

Board members

Hon. Richard Court AC, Non-Executive Chairman
Alwyn Vorster, Chief Executive Officer

Malcolm Randall, Non-Executive Director

Ryan Stokes, Non-Executive Director

Brian O'Donnell, Non-Executive Director

IOH vs China Iron Ore fines
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Strategically located projects — close proximity to infrastructure and the majors

Iron Valley Project (100% Owned): The project is located within close proximity to
the RIO and BHP Yandi mines, arguably the most profitable mines for each of the
majors. It also runs into FMG’s new Nyidinghu deposit to the north east. Currently,
the JORC resource totals 259mt (indicated and inferred) at average grades of
~58.3% Fe, 5.4% SiO,, 3.3% Al,O3 0.17% P and 6.9% LOI. The resource includes a
high grade component of 143mt at 60.8% Fe. Iron Valley is a low stripping ratio
project, largely drilled out, with future work to concentrate on in-fill drilling and Mining
and Environmental studies. We value Iron Valley at A$172m (after risking to 40%)
assuming a 7-8mtpa operation beginning mid 2015 and a low capital cost of A$375m
on the assumption of sales at the mine gate. Wah Nam or FMG are likely bidders.

Buckland Hills Project (100% Owned): The project is located 35km to the SE of
RIO’s Mesa J operations and established infrastructure. RIO’s Robe River railway
was declared by the Australian Competition Tribunal as open to other users until
2018E although this has since been overruled on appeal. Inferred JORC resource:
263mt at 57.2% Fe, 7.0% SiO,, 2.4% Al,O;, 0.15% P and 8.1% LOIl. We have
applied a value of A$0.54/t or ~A$142m. The mine Concept Study envisages a
15mtpa operation over a life of 15 years with a low stripping ratio of 1.2:1
underpinning low operating costs. Aquila is the most likely partner in any JV.

Central Satellite Deposits (Koodaideri South et al, 100% Owned): The sale of
Koodaideri South for A$32m to Rio Tinto has been followed by the conditional sale of
Phil's Creek and Lamb Creek for ~A$42m to Mineral Resources with the funds to be
directed to progressing the two priority targets, Iron Valley and Buckland Hills.

Stress test in volatile markets

Assuming iron ore prices decline 15% below our current assumptions through 2016E
with no change to our FX, our risked NPV would decline 9% from A$2.22/share to
A$2.02/share.

Potential suitors

Fortescue Metals: Iron Valley dips into FMG’s new discovery, Nyidinghu, to the
north east and is therefore expected to be of interest as FMG seeks to maximise the
utilisation of its rail, port and blending capacity. Iron Valley may act as a good means
of access into the larger, but deeper Nyidinghu discovery.

Other suitors: As expected, Rio Tinto has already emerged to purchase Koodaideri
South. Attracting other suitors depends on whether the incoming party has access to
rail and or port. BHP may be tempted in order to keep competitors out of Port
Hedland and to consolidate tenements alongside its Yandi mine. Brockman (Wah
Nam) and Atlas have potential port access and both are keen to establish rail access:
Iron Valley provides meaningful tonnes and blending opportunities. We believe
Aquila Resources (AQA) would be unlikely to take over the Company, but is a natural
JV partner or buyer of Buckland Hills, as its tenements intersect the mid portion of
the deposit.

Strengths

= The Company’s projects are located
within close proximity to existing rail
infrastructure and major existing mines

= New CEO with considerable experience
in infrastructure development, marketing
and finance. New Chairman with renewed
focus

= |OH has relatively high tonnages (500mt)
of moderately high grade ore (58%Fe)

= 50.5% owned by Kerry Stokes, strong
WA operating base

Weaknesses

= Buckland Hills and Iron Valley have high P
impurity levels (0.15-0.18%P versus
Pilbara benchmark of 0.09% P)

= |OH has no rights to rail access and no
port access.

= Limited ability to force a revaluation unless
there is a means of accessing
infrastructure

Opportunities

= All tenements are potential JV targets given
their close proximity to the major iron ore
producers and strategic positioning to rail
infrastructure

= Success achieved on asset sales and
royalty agreements to monetize stranded
assets (in particular the Central Satellite
deposits)

= Catalyst for new independent rail option and
port access (for instance Korean interests,
or China Railway Materials, Wah Nam or
Atlas Iron)

Threats

= Assets remain stranded and potential
asset value unable to be realized

= Degree of Government tax take, State
royalties and carbon taxes

= Now unlikely to secure capacity on the
Robe River rail line for the Buckland Hills
project
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Disclaimer

This report has been issued or approved for issue by an entity forming part of Investec (as defined below) and has been forwarded to you solely for your
information and should not be considered as an offer or solicitation of an offer to sell, buy or subscribe to any securities or any derivative instrument or any
other rights pertaining thereto (“financial instruments"). This report is intended for use by professional and business investors only. This report may not be
reproduced without the consent of Investec.

For the purposes of this disclaimer, “Investec” shall mean: (i) Investec Bank plc; (ii) Investec Limited (iii) Investec Bank (Australia) Limited and (iv) from time to
time, in relation to any of the forgoing entities, the ultimate holding company of that entity, a subsidiary (or a subsidiary of a subsidiary) of that entity, a holding
company of that entity or any other subsidiary of that holding company, and any affiliated entity of any such entities.

This report is issued by Investec Bank (Australia) Limited ("IBAL") AFSL 234975.

The information and opinions expressed in this report have been compiled from sources believed to be reliable, but neither Investec, nor any of its directors,
officers or employees accepts liability for any loss arising from the use hereof or makes any representations as to its accuracy and completeness. Any
opinions, forecasts or estimates herein constitute a judgement as at the date of this report. There can be no assurance that future results or events will be
consistent with any such opinions, forecasts or estimates. Past performance should not be taken as an indication or guarantee of future performance, and no
representation or warranty, express or implied is made regarding future performance. This information is subject to change without notice, its accuracy is not
guaranteed, it may be incomplete or condensed and it may not contain all material information concerning the company and its subsidiaries. Investec is not
agreeing to nor is it required to update the information, opinions, forecasts or estimates contained herein.

The value of any securities or financial instruments mentioned in this report can fall as well as rise. Foreign currency denominated securities and financial
instruments are subject to fluctuations in exchange rates that may have a positive or adverse effect on the value, price or income of such securities or financial
instruments. Certain transactions, including those involving futures, options and other derivative instruments, can give rise to substantial risk and are not
suitable for all investors.

This report does not contain advice. Specifically, it does not take into account the objectives, financial situation or needs of any particular person. Before acting
on this report, investors must consider whether it is appropriate to do so based on their personal objectives, financial situation and needs and seek financial
advice where needed.

Where this report is issued in Australia, it may only be issued to persons who would be able to be categorised as a wholesale client (under the Corporations
Act 2001) or to any other person to whom this report may lawfully be directed.

Neither this document nor the information contained in it is intended to be an offer to buy or sell, or a solicitation for purposes of an offer to buy or sell, any
securities or an offer of brokerage services. This document may only be distributed in France to qualified investors (investisseurs qualifiés) acting for their own
account, as defined in the French Monetary and Financial Code and any implementing regulation. This document is not intended for use by, or targeted at,
retail customers. Should any retail customer obtain a copy of this document, they should not base their investment decision solely on this document but must
seek independent financial advice.

This report has been provided to you solely for your information and does not constitute an offer of securities or other financial instruments to the public in
Germany. This report does not contain investment advice and Investec does not offer to render investment advice to German residents. The report does not
take into account the objectives, financial situation or needs of any particular investor. Before acting on this report, investors must consider whether it is
appropriate to do so based on their personal objectives, financial situation and needs and seek advice (including tax advice) where needed. Investec does not
offer any brokerage services relating to financial instruments or any other services which require a banking or financial services license under the German
Banking Act (“‘KWG”) to German residents.

This report is distributed and intended for distribution to professional investors (as defined in the Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong)) only. This report is personal to the recipient and any unauthorised use, redistribution, retransmission or reprinting of this report (whether by
digital, mechanical or other means) is strictly prohibited. This report and the distribution of this report do not constitute an offer or an invitation to offer to the
Hong Kong public to acquire, dispose of, subscribe for or underwrite any securities or related financial instruments.

Neither this research report nor the information contained in it is intended to be an offer to any person, or to induce or attempt to induce any person to enter
into or to offer to enter into any agreement for or with a view to acquiring, disposing of, subscribing for or underwriting securities. This document may only be
distributed in Singapore to institutional investors (within the meaning of the Financial Advisers Act, Cap 110), and is personal to the recipient and not for
general circulation in Singapore. It may not be reproduced in any form. By accepting this report, you confirm that you are an "institutional investor" and agree to
be bound by the foregoing limitations.

This document may only be distributed in Switzerland to regulated financial intermediaries such as banks, securities dealers, insurance institutions and fund
management companies as well as institutional investors with professional treasury operations. This document is personal to the recipient and not for general
circulation in Switzerland. This document and its content have not been prepared in accordance with the "Directives on the Independence of Financial
Research" issued by the Swiss Bankers Association in January 2008, as amended.

Where this report is issued within the UK it may only be issued to "investment professionals”, such persons having professional experience in matters relating
to securities or financial instruments of the kind detailed in this report and who fall within article 19 of the Financial Services and Markets Act 2000 (Financial
Promotions) Order 2005 or to persons who would be classified as "Professional Clients" (under the FSA COBS rules) or to any other person to whom this
report may lawfully be directed.

The securities or financial instruments described herein may not have been registered under the US Securities Act of 1933 and may not be offered or sold in
the US or to US persons, unless they have been registered under such Act, or except in compliance with an exemption from the registration requirements of
such Act.

In the event this research report is distributed in the US, this report is intended for and being distributed solely to “Major US Institutional Investors,” as that term
is defined in SEC Rule 15a-6, and it may not be redistributed to any other persons. The distribution of this document in other jurisdictions may be prohibited by
rules, regulations and/or laws of such jurisdiction. This report may not be relied on by any person other than the intended recipient. Any failure to comply with
such restrictions may constitute a violation of US securities laws or the laws of any such other jurisdiction. If transactions in the securities discussed in this
report are effected by Major US Institutional Investors pursuant to SEC Rule 15a-6, those transactions will be intermediated by Investec Securities (US) LLC as
the US broker-dealer intermediary.

If this research report is being distributed in the US by Investec Securities (US) LLC, this report has been produced by a non-member affiliate of Investec
Securities (US) LLC and is being distributed as third party research by Investec Securities (US) LLC in the US. Investec Securities (US) LLC accepts
responsibility for the issuance of this report when distributed by it in the United States to entities who meet the definition of the Major US Institutional Investors.
If this research report is being distributed in the US by Investec Bank (Australia) Limited, Investec Securities (US) LLC has neither reviewed nor approved of
this report.

Investec does not allow the redistribution of this report to non-professional investors or persons outside the jurisdictions referred to above and Investec cannot
be held responsible in any way for third parties who effect such redistribution or recipients thereof.

This publication is confidential for the information of the addressee only and may not be reproduced in whole or in part, copies circulated, or disclosed to
another party, without the prior written consent of an entity within Investec. © 2012
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Disclosures

Definition of research ratings - Expected 12m performance

All countries excl South Africa South Africa

Expected total return

Buy > 10% > 20%
Hold -10% to 10% 10% to 20%
Sell <-10% <10%

Investec bases its investment ratings on the stock’s expected total return over the next 12 months (with total return defined
as the expected percentage change in price plus the projected dividend yield). To take account of differences in costs of
capital, risk premia and required rates of return between developed and emerging markets, different ratings bands are
applied as described above.

A Speculative Risk stock is one where a company appears to offer compelling value, but where risk is elevated by virtue of
the early stage of project definition and/or time to first cashflow. Speculative Risk stocks are recommended only for
investors with significant risk tolerance.

If this research report is being distributed in the US by Investec Securities (US) LLC, each research analyst responsible for
the content of this research report, in whole or in part, and who is named herein, attests that the views expressed in this
research report accurately reflect his or her personal views about the subject securities or issuers. Furthermore, no part of
his or her compensation was, is or will be directly or indirectly, related to the specific recommendations or views expressed
by the research analyst in this report.

Investec (or its directors, officers or employees) may, to the extent permitted by law, own or have a position in the securities
or financial instruments (including derivative instruments or any other rights pertaining thereto) of any company or related
company referred to herein, and may add to or dispose of any such position or may make a market or act as a principal in
any transaction in such securities or financial instruments. Directors of Investec may also be directors of any of the
companies mentioned in this report. Investec may from time to time provide or solicit investment banking, underwriting or
other financial services to, for or from any company referred to herein. Investec (or its directors, officers or employees) may,
to the extent permitted by law, act upon or use the information or opinions presented herein, or research or analysis on
which they are based prior to the material being published. Investec may have issued other reports that are inconsistent
with, and reach different conclusions from, the information presented in this report. Those reports reflect the different
assumptions, views and analytical methods of the analysts who prepared them.

Investors should consider this report as only a single factor in making their investment decision.

Investec Bank (Australia) Limited
An institution regulated by Australian
Prudential Regulation Authority and

Australian Securities and Investments

Commission, AFSL 234975
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Sydney NSW 2000
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Fax: +61 2 9293 2002
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