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NOTICE TO READER
All dollar figures are stated in Canadian (“CDN”) dollars unless noted otherwise.
The information contained in this presentation is derived from publicly available sources, such as annual and quarterly financial
reports and the annual information form filed by Labrador Iron Ore Royalty Corporation (“LIORC”) in accordance with applicable
securities laws, Rio Tinto reports and releases, news reports and analysts’ reports. Certain market and pricing data contained in
this presentation has been obtained from S&P Global Platts.
This presentation may contain “forward-looking” statements that involve risks, uncertainties and other factors that may cause the
actual results, performance or achievements to be materially different from any future results, performance or achievements
expressed or implied by such forward-looking statements. Words such as “may”, “will”, “expect”, “believe”, “plan”, “intend”,
“should”, “would”, “anticipate” and other similar terminology are intended to identify forward-looking statements. These statements
reflect current assumptions and expectations regarding future events and operating performance as of the date of this report.
Forward-looking statements involve significant risks and uncertainties, should not be read as guarantees of future performance or
results, and will not necessarily be accurate indications of whether or not such results will be achieved. A number of factors could
cause actual results to vary significantly, including iron ore price and volume volatility; the performance of IOC; market conditions
in the steel industry; fluctuations in the value of the Canadian and U.S. dollar; mining risks that cause a disruption in operations
and availability of insurance; disruption in IOC’s operations caused by natural disasters, severe weather conditions and public
health crises, including the COVID-19 outbreak; failure of information systems or damage from cyber security attacks; adverse
changes in domestic and global economic and political conditions; changes in government regulation and taxation; national,
provincial and international laws, regulations and policies regarding climate change that further limit the emissions of greenhouse
gases or increase the costs of operations for IOC or its customers; changes affecting IOC’s customers; competition from other iron
ore producers; renewal of mining licences and leases; relationships with indigenous groups; litigation; and uncertainty in the
estimates of reserves and resources. A discussion of these factors is contained in LIORC’s annual information form dated March
11, 2022 under the heading, “Risk Factors”. Although the forward-looking statements contained in this presentation are based
upon what management of LIORC believes are reasonable assumptions, LIORC cannot assure investors that actual results will be
consistent with these forward-looking statements. These forward-looking statements are made as of the date of this presentation
and LIORC assumes no obligation, except as required by law, to update any forward-looking statements to reflect new events or
circumstances. This presentation should be viewed in conjunction with LIORC’s other publicly available filings, copies of which
can be obtained electronically on SEDAR at www.sedar.com.
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LIORC FINANCIAL HIGHLIGHTS
First Quarter

2022

2021

Fiscal Year

2021

2020

($ in millions except per share information)

Revenue

54.2

65.7

279.7

202.3

Net Income

63.2

86.6

379.8

227.2

Adjusted Cash Flow from
Operations(1)

29.8

55.4(2)

382.6(3)

198.0(4)

Net Income per Share

$0.99

$1.35

$5.93

$3.55

Adjusted Cash Flow from
Operations per Share(1)

$0.47

$0.87(2)

$5.98(3)

$3.09(4)

(1) Adjusted cash flow equals cash flow from operating activities, as adjusted for changes in amounts receivable, accounts
payable and income taxes payable.
(2) Includes IOC dividend totaling $19.0 million or $0.30 per share.
(3) Includes IOC dividends totaling $227.8 million or $3.56 per share.
(4) Includes IOC dividend totaling $86.6 million or $1.35 per share.
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IOC OPERATIONS
•

IOC sold 16.8 million tonnes of CFS
and pellets in 2021, down 8% from
2020.

IOC Sales Tonnage
20

•

Concentrate production was was
negatively impacted throughout the
year by higher cycle times, haul truck
availability and the availability of
operators, in part due to COVID-19.
Q1, 2022 sales were 3.6 million
tonnes, down 13% from Q1, 2021.
Production was consistent with the
prior quarter, but sales were lower
due to equipment failures and
inventory availability at the port.
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•

Rio Tinto’s production guidance for
2022 remains at 17.0 million to 18.7
million tonnes.

Pellets

CFS

Note: IOC Sales for purposes of calculating the royalty to
LIORC
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IRON ORE PRICES
•

In 2021, the Platts 65% Fe Index
averaged $185 per tonne, a 52%
increase over the 2020 average.

Quarterly Iron Ore Prices
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The pellet premium recovered from
recent lows in 2020 when weaker
demand from European and North
American steel producers affected
pellet demand.
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•

•

In 2021, the Platts Pellet Premium
for Atlantic Basin BF Pellets
averaged US$60 per tonne, up from
a 2020 annual average of US$29.
In Q1, 2022 the pellet premium
further increased to an average of
$67 per tonne.
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•

In Q1, 2022 the Platts 65% Fe Index
averaged $170, down 11% from Q1,
2021, but up 32% from Q4, 2021.
US$ per DMT

•

Platts 65% CFR

Platts BF Atlantic Pellet Pr emium
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LIORC CASH FLOW
Higher iron ore prices in 2021
resulted in adjusted cash flow of
$5.98 per share.

•

•
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Record cash flow from the
Royalty of $2.43 per share.
Record cash flow from IOC
dividends of $3.56 per
share, despite substantially
higher IOC capex of $498
million.

Q1, 2022 adjusted cash flow
was $0.47 per share, as no IOC
dividend was declared
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•

As compared to $0.87 per
share in Q1, 2021, which
included $0.30 per share of
IOC dividend.

Annual Average Platts 65% Index US$

•

Adjusted Cash Flow per Share

ACFPS C$

•
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Adjusted CF PS from IOC Dividend
Adjusted CF PS from Royalty
Iron Ore Price

Note: Adjusted Cash flow from Royalty means total
Adjusted Cash flow less IOC Dividend
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OUTLOOK
•

Production volumes in the first quarter were below expectation. However, IOC is maintaining its
production guidance of 17.0 to 18.7 million tonnes of pellets and CFS.

•

IOC has ambitious capital expenditure plans to continue renewing the asset infrastructure and to
improve the production results at IOC. The capital expenditures for 2022 at IOC are forecasted
by IOC to be approximately $606 million, as compared to $498 million in 2021.

•

While in the shorter term this capex spend may impact the level of IOC dividends declared, the
improvement to IOC operations will be a long-term benefit to both LIORC’s royalty and equity
interest in IOC

•

There are a number of issues affecting the outlook for the seaborne iron ore market. Demand
from China is being affected by the current COVID-19 crisis, the economic health of its property
markets, and China’s recent decision to limit 2022 crude steel production to 2021 levels. In
addition, the war in Ukraine has resulted in the disruption of some traditional sources of iron ore
supply. It is unclear as to the longer-term effects that these events will have on the market.

•

Despite these uncertainties, iron ore prices have so far remained attractive in 2022. The 65% Fe
index averaged US$170 in Q1, 2022, down 8% from the 2021, but up 39% and 63% from 2020
and 2019, respectively. In addition, the pellet premium is currently at US$82 (April and May), up
from US$67 in Q1 2022 and up from US$60 and US$29 in 2021 and 2020, respectively.

•

Longer term, it is expected that IOC’s high quality CFS and pellets will be in demand by steel
producers looking to increase efficiencies and reduce environmental impacts. In addition, IOC
also produces DR pellets that are used by electric arc furnaces (EAFs). EAF use is expected to
increase, as China transitions from blast furnaces to EAFs in an effort to reduce emissions.
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QUESTIONS
8

