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2015 APPLICATION BREAKDOWN
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2015Material Consumption Breakdown PApplications.
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SAPPHIRE SUPPLY AND DEMAND

Sapphire Supply and Demand
(Exiting 2015)

35 Dramatic global excess
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WHY CAPACITY IS SO HIGH AND KEEPS INCREASING?

Anticipation of fast
growing LED applications:

100s of new e
up capacity to become #1 !!

2010-2011
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No consolidation  Duplication of capacity!

Leaders with high Vertical Integration:

Utilization Rates: _
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2013-2015 Present

Anticipation of new applications
(Display covers) + More subsidies (Inner Mongolia)
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GHOST CAPACITY AND IRRATIONAL INVESTMENT IN CHINA

Local governments
rewarded by central
government to grow

GDP

Increase land and
real estate valué
Generates tax
CYEE

Creates Jobs and
economic activity
(local contractors,
| oc al e q

AStrong incentive to increase
capacity even if there is no
market

AGDP growth through
Investment and production
rather thanconsumption

AIn China, a company (almost)
neverdies!

T

Dumping production
(boules) on the grey
market for zero profit
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