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In 2009, business conditions in Ternium’s steel
markets have been challenging, particularly during
the first half of the year.

Beginning in the fourth quarter of 2008, the global
economic downturn spread to Latin American
economies, causing a decrease in sales of capital
goods and consumer durables, which in turn resulted
in a significant contraction in steel consumption and
a generalized de-stocking of the steel industry’s value
chain that persisted through the second half of 2009.

The decrease in apparent steel demand in Ternium’s
markets forced us to reduce capacity utilization
rates at our facilities. We made adjustments to our
production configuration taking into consideration,
among other factors, market demand, inventory
resizing goals and cost. We were able to operate
our crude steel production facilities at relatively
high utilization rates in 2009 but reduced labor shifts
at many of our production lines, supplementing
these measures with the downsizing of corporate
and other staff, and other company-wide cost
cutting initiatives.

We also engaged in extensive marketing efforts

in 2009 and benefited from our ability to offer
differentiated services vis-a-vis importers, our
favorable location relative to our competitors and
our excess production capacity, to gain an increased
market share in our natural markets.

In 2009, we faced no financial constraints in spite

of the worldwide financial crisis. In addition to the
year’s operating income contribution in the reduction
of our net debt, we freed substantial cash flows

as a result of our inventory reduction program.

Furthermore, we reassessed, early in the year, our
entire short-to medium-term capital expenditure
plans and slowed down or suspended major capital
expenditure projects to strengthen our balance sheet.

Through these initiatives, we managed to significantly
mitigate the impact of the global crisis on our
margins. We finished the year with EBITDA

of US$708.5 million and free cash flow of US$953.2
million, despite the context of relatively low
utilization rates in the industry and adverse steel
market conditions.

Net debt decreased by US$1.9 billion in 2009,

to US$184.1 million as of December 31, 2009.
This significant decrease in net debt is primarily
attributable to our strong free cash flow generation
and to the collection of US$953.6 million in
connection with the transfer of the Sidor shares to
Venezuela, as discussed below.

On May 7, 2009 Ternium completed the transfer

of its entire 59.7% interest in Sidor, C.A. to
Corporacion Venezolana de Guayana, or CVG, a
Venezuelan governmental entity. The transfer was
effected as a result of Venezuela’s Decree Law 6058,
which ordered that Sidor and its subsidiaries and
associated companies be transformed into state-
owned enterprises and declared the activities of such
companies of public and social interest. Ternium
agreed to receive an aggregate amount of US$1.97
billion as compensation for its Sidor shares. Of that
amount, CVG paid US$400 million in cash on May
7, 2009 and the balance was divided in two tranches:
the first tranche of US$945 million to be paid in six
equal quarterly installments, and the second tranche
to be paid at maturity in November 2010, subject to
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12. Ternium

quarterly mandatory prepayment events based on the
increase of the WTT crude oil price over its May 6,
2009 level. As of the date of this annual report, CVG
paid US$1.25 billion, including payments during the
first quarter 2010, and the outstanding principal is
US$720 million.

Following the downturn in 2009, we expect the South
America economies to see a significant recovery, driven
by strong worldwide demand for commodities.

We anticipate that the NAFTA region will grow at

a more moderate pace, and that a dynamic Mexican
industrial sector will support local demand for steel
products. In addition, we foresee a gradual recovery

in production capacity utilization rates during the year.

North America Region

During 2009, Ternium has been the leading supplier

of flat steel products in Mexico and has also been
active in the south of the United States.

Steel shipments and prices in North America remained
subdued during the first half of 2009, but gradually
recovered during the second half of the year.

The economies in the North America Region
contracted in 2009. GDP in Mexico suffered a 6.9%
contraction, higher than the regional average, as

a result of the downturn in the US economy and

a sharp depreciation of the Mexican Peso vis-a-vis
other currencies.

Mexican export-oriented industries were particularly
affected by the severe activity downturn in the United
States. In turn, the US economy suffered from the effects
of weakening consumer confidence and increasing
unemployment, accentuated by financing constraints.
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While apparent steel use in Mexico decreased 15%
year-over-year in 2009 to approximately 13.9 million
tons, it decreased 37% in the entire North America
Region due to even steeper drops in steel consumption
rates in the United States and Canada, coupled with

a de-stocking process mainly during the first half

of the year.

Steel consuming sectors in Mexico, such as
construction and the automotive industry, showed
disparate degrees of contraction in 2009.

In order to adapt to a subdued steel demand scenario,
Ternium’s strategy focused on keeping its integrated
facilities working at high utilization rates and
substantially reducing utilization rates in its non-

integrated facilities.

In addition, Ternium prioritized in 2009 the use

of direct reduced iron (DRI) over steel scrap in

the metallic mix of its steel shops. By keeping very
high utilization rates in its iron ore mines and direct
reduction units and reducing scrap purchases,
Ternium benefited from its excess production capacity
of iron ore pellets and relatively low natural gas prices
in North America.

In 2009, Ternium leveraged upon its excess production
capacity and its widespread service infrastructure

in Mexico to gain market share by developing new
customers that formerly relied on imported material.
Furthermore, the industry’s excess steelmaking
capacity that resulted from the economic downturn
allowed Ternium to widen its supplier base of
third-party semi-finished steel products for its non-
integrated operations, mainly for specialty steel grades.
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Ternium slowed down its previously announced capital
expenditure project in Mexico, consisting of a mini-
mill in the Monterrey area with an annual production
capacity of two million tons of hot-rolled coils, one
million tons of cold-rolled coils and 300,000 tons

of hot-dipped galvanized coils, aimed at serving
Mexican local steel markets. Lately, the Company has
been evaluating the alternative of launching the cold-
rolling and galvanizing facilities first. Ternium has
acquired the land, has advanced on relevant permits
and has been working on the basic engineering designs.

For 2010, Ternium anticipates a more dynamic
industrial sector in Mexico that will support local
demand for steel products.

South and Central America Region

During 2009, Ternium was the leading supplier of flat
steel products to Argentina, Paraguay and Uruguay
and kept a significant presence in the steel markets

of Chile and Bolivia. In addition, Ternium continued
serving customers in Colombia, Peru and Ecuador and
in the markets for coated steel products in Guatemala,
Honduras, Nicaragua, El Salvador and Costa Rica.

Ternium adjusted its industrial and marketing
activities to a pronounced decline in apparent steel
demand in this region in 2009. While the downturn

in economic activity was softened by the recovery

of commodity prices during the year, the steel
industry’s value chain went through a de-stocking
phase that depressed steel shipment levels, particularly
during the first half of 2009. With steel inventory levels
largely adjusted and the economic activity returning
to positive territory, in 2010 apparent steel demand has
recovered in the region, though to levels that are below
those achieved before the global economic downturn.



Finished steel apparent demand decreased severely in
2009 in our main markets in the region. Apparent steel
use in South and Central America is estimated to have
decreased 24% year-over-year in 2009, well above the
decrease recorded by key steel consuming sectors such
as construction, which evidences the size of the de-
stocking in the steel industry’s value chain.

While construction was among the sectors least
affected by the economic downturn, the automotive
sector was among the most affected. In Argentina,
construction activity is estimated to have decreased
6.5% year-over-year in 2009, while activity in

the automotive sector is estimated to have decreased
25.6% year-over-year.

In Argentina, apparent steel demand decreased 33%
to about 3.2 million tons for the year 2009 due to
the combination of lower economic activity and
relatively high inventories in the steel industry’s
value chain early in 2009. The country’s economy, as
measured by its GDP, is estimated to have contracted
4% year-over-year in 2009, reflecting a drop in
consumption and capital investments.

In Chile, Paraguay and Uruguay, finished steel apparent

demand decreased as well. Though the economies
of these countries stagnated or contracted in 2009,

recording GDP growth rates of between 1% and minus

3% year-over-year, we increased market share in these
markets in 2009. Lower demand in Argentina in 2009
allowed us to increase supplies to our customers in
Chile, as tight production rates in the first nine months
of 2008 constrained our supplying capabilities to

the Chilean steel market during 2008.

Apparent steel demand in Colombia, Peru and Ecuador
was also weak. The economies of these countries,

however, were among the least affected in the region,
particularly Peru which recorded an estimated 2%
year-over-year GDP growth rate in 2009. Overall,
Ternium kept its presence in these countries in the
finished steel products segment and substantially
reduced billet steel shipments due to lack of demand.

The decrease in apparent steel demand led Ternium
to adjust its production configuration and selectively
reduce capacity utilization rates in its facilities.
During 2009, Ternium’s subsidiary Siderar kept its
steel shop working at relatively high utilization rates
while it substantially reduced utilization rates in its
downstream facilities.

The resizing of Siderar’s operations led to the
reduction of labor shifts, the closure of some
production lines, corporate and other staff reductions,
and other company-wide cost-cutting initiatives.

In addition, Siderar reassessed its capacity expansion
plan in Argentina, and is currently analyzing when
to follow up with this investment. In October 2008,
and as part of this plan, Siderar started the relining
of blast furnace #1 in San Nicolas. The relining of
the blast furnace is aimed at enabling the continuous
operation of the mill for a 12- to 15-year production
period and, more broadly, is part of Siderar’s plan to
increase its annual steelmaking capacity in Argentina
by 1.2 million tons to a total of 4.0 million tons, thus
increasing the availability of slabs within Ternium.
Initially scheduled to be completed early in 2009, the
relining was later slowed down and completed during
the first quarter of 2010.

Despite the slow recovery anticipated, high commodity
export prices in the international markets are expected
to have a positive impact on steel consumption rates

in South and Central America in 2010.
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On April 8, 2010, Ternium announced it had

entered into a definitive agreement to acquire a 54%
ownership interest in Colombia-based Ferrasa through
a capital contribution in the amount of US$74.5
million. Upon completion of this transaction, Ferrasa
will have a 100% ownership interest in Sidecaldas,
Figuraciones and Perfilamos del Cauca.

Ferrasa is a leading long and flat steel products
processor and distributor. Sidecaldas is a scrap-
based long steel making and rolling facility, with

an annual production capacity of approximately
140,000 tons. Figuraciones and Perfilamos del Cauca
manufacture welded steel tubes, profiles and beams.
These companies have combined annual sales of
approximately 300,000 tons, of which approximately
70% are long products and 30% are flat and tubular
products, used mainly in the construction sector.

The transaction, which is subject to Colombian
antitrust clearance and other customary conditions,

is expected to close in the third quarter of 2010. Upon
its completion Ferrasa is expected to have consolidated
financial debt of approximately US$120 million.

Ternium also has agreed to purchase a 54% ownership
interest in Ferrasa Panama for US$0.5 million.

Ferrasa Panama is a long steel products processor and
distributor based in Panama, with annual sales

of approximately 8,000 tons.

In addition, the former controlling shareholders will
have an option to sell to Ternium, at any time, all or
part of their remaining 46 % interest in each of Ferrasa
and Ferrasa Panama, and Ternium will have an option
to purchase all or part of that remaining interest from
the former controlling shareholders, at any time after
the second anniversary of the closing.

Through these investments Ternium expects to expand
its business and commercial presence in Colombia, a
country that is experiencing significant growth and is
presently the fifth largest steel consuming market in
Latin America, as well as in Central America.

Iron Ore Mining

Ternium’s mining activities are aimed at securing the
supply of iron ore for our facilities in Mexico for at least
a 20-year operating period. Surplus production of iron
ore is commercialized to hedge the iron ore procurement
requirements of Ternium’s facilities in Argentina.

The extraction, processing and production of iron ore
is organized under two operating companies:

Las Encinas, which is wholly owned by Ternium;

and Peiia Colorada, which is 50% owned by Ternium
and 50% by ArcelorMittal.

As of year-end 2009, the mining activities employed
approximately 1,300 direct employees and had a
combined production capacity of 5.9 million tons per
year of pellets, 0.4 million tons per year of concentrate
and 0.4 million tons per year of fines.

Las Encinas

The Las Encinas mining facilities include a pelletizing
plant located in the community of Alzada, in Mexico’s
state of Colima, which has a production capacity

of 1.9 million tons per year. In addition, approximately
0.4 million tons per year of hematite iron ore is
produced as fines for export.

As of year-end 2009, Las Encinas had two active

iron ore mines in Mexico: Aquila, located in nearby
Michoacan, and El Encino, located in nearby Jalisco.
The El Encino mine restarted operations in the
fourth quarter 2009 to replace Cerro Nahuatl, a mine
exhausted and shut down during 2008. In addition,



Ternium commissioned during 2009 a new crushing
facility in order to replace and increase ore processing
capacity in Aquila.

During 2009, exploration activities were carried out in
Ternium’s concessions in Michoacan and Jalisco in order
to increase iron ore resources. These areas are located
close to Las Encinas’ current facilities. Accordingly, if
these activities prove to be successful, its proximity to

the Las Encinas mines is expected to facilitate the new
mines’ integration with the existing facilities.

Pefia Colorada

The Pefia Colorada mining facilities include a two-line
pelletizing plant in the Manzanillo port in Colima,
with a production capacity of 4.0 million tons per year
of pellets and 0.4 million tons per year of concentrate.
Of these totals, ArcelorMittal and Ternium are each
entitled to receive 50% of the production.

The pelletizing plant is fed from a mine in the
Minatitlan municipality, located in Colima. Pefia
Colorada continued its exploration activities in 2009 at
the existing mine’s nearby areas with the purpose

of expanding current iron ore resources.

Turning to our plans for 2010, we intend to continue
running Las Encinas and Pefia Colorada mining
facilities at full capacity, as they represent a low cost
raw material option for the production of steel. We
will continue pursuing the expansion of our iron ore
resources through exploration activities, mainly in the
Jalisco and Colima areas.

Support Program for Small-

and Medium-Sized Enterprises

Ternium sponsors, as it has done for many years, a
small- and medium-sized enterprise (SME) support
program called “ProPymes.” Created by the Techint
group in 2002, the program is focused on helping

SMEs in the steel industry’s value chain to grow.

The program’s ultimate goal is to enhance SMEs’
competitiveness and to stimulate investments in

the steel industry’s value chain. Serving that goal,
ProPymes provides a diversity of services including
management training, industrial advisory, institutional
assistance, commercial support and financial aid.

In 2009, ProPymes assisted approximately 530 SMEs
in Mexico and Argentina.

In 2009, Ternium supervised the execution of the
ProPymes programs through two departments
operating under local management supervision, one
in Mexico and the other in Argentina.

In Mexico, approximately 150 SMEs participate

in ProPymes including customers and suppliers. While
suppliers are selected according to their ability to
competitively increase domestic value content to their
products, customers are selected according to their
ability to add value to the steel products and to their
potential to increase exports or substitute imports.

In 2009, in light of the relatively low capacity utilization
of several Mexican SMEs’ facilities following

the world’s economic downturn, the program focused
on strengthening the competitiveness of SMEs

with the aim at their gaining share in the Mexican
market for industrialized products. Accordingly,

the program continued focusing on management
training and industrial assistance, including

the technological upgrade of some facilities under

the cooperation of and support from the Mexican
SMEs program and ProPymes. Furthermore, ProPymes
promoted business conventions in selected cities in
Mexico in coordination with local industrial chambers
in order to identify and promote new companies that
could be developed as steel industry suppliers.
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In 2010, ProPymes’ activities in Mexico are expected
to continue focusing on programs aimed at

strengthening SME’s competitiveness and ultimately
helping them increase their capacity utilization rates.

In Argentina, approximately 380 SMEs participate
in ProPymes. These companies were selected to take
part in the program based upon their management
skills, their exporting profile and their growth
potential, among other attributes.

In 2009, the program developed special workshops

for SMEs’ executives, focused on business
management, human resources and work organization.
Other workshops, aimed at the development of
managerial and technical skills, were addressed to
supervisors and workers, emphasizing aspects such as
safety, maintenance and quality. In addition, ProPymes
has developed, in cooperation with local industrial
chambers, strategies aimed at strengthening SMEs’
presence and competitiveness in export markets.

The development of these sectorial strategies, as are
shared by several member companies participating in a
chamber, implies a relatively lower financial burden

for individual SMEs upon its execution.

In 2010, ProPymes intends to intensify training
programs in Argentina tailored to address the specific
needs of SMEs and facilitate their access to fixed assets

investment financing facilities.

Product Research & Development

Product research and development activities at Ternium
are conducted through a central Product Development
Department in coordination with local teams that
operate in several of our facilities. Applied research
efforts are carried out in-house and in conjunction
with universities and research centers, as well as
through the participation in international consortia.
Ternium also develops new products and processes in
cooperation with its industrial customers.

In 2009, Ternium’s product research and development
activities focused on increasing the industrial
integration of its facilities and on the development

of products for new customers, mainly aimed at
increasing capacity utilization rates at Ternium’s
facilities. In addition, we continued developing new
products for long-standing customers, mainly aimed at
fulfilling increasing product performance requirements.
Furthermore, Ternium continued carrying out its
medium-term product research and development plan,
encompassing foreseen product requirements

and associated new equipment, which it considers

a key input for the design of Ternium’s capital
expenditure projects and differentiating strategies.

Integration of Processes

In 2009, Ternium continued the development of new
processing routes to integrate its production units and
increase shipments. These initiatives were part of its
efforts to increase capacity utilization rates

at its production units in the context of a pronounced
steel market downturn. Ultimately, it allowed for
replacing semi-finished steel products procured from
third parties with products manufactured

in-house and a market share increase in certain market
segments. Slabs, hot-rolled coils and cold-rolled coils
manufactured in our production units in Argentina
were further processed in our production units

in Mexico and Guatemala. In addition, new coated
products were developed for processing at our Mexican
production units to supply customers in Argentina
and Argentina’s neighboring countries.

Construction Products

During 2009, Ternium developed structural bars

for use in highway bridges and thin-gauge hot-rolled
structural steels for industrial shelving and storage
racks. In addition, we developed new steel chemical
compositions to fulfill new customers’ requirements
in our markets. Ternium also developed new hot-rolled
structural grades used by welded pipe manufacturing
customers serving the construction industry.



Industrial Products

During 2009, Ternium developed new industrial
customers in Mexico, leveraging its extended network
of service centers to differentiate and compete

against imports. Among these initiatives, we launched
product approval processes with new customers in the
automotive and rail transportation sectors.

In addition, we continued the certification of processes
with existing customers in the automotive industry

in Mexico and Argentina, related to newly defined
standards and new car models to be produced in

these countries. We also developed new products for
industrial customers, such as high-gauge hot-rolled
high-strength low-alloy grade structural steel for the
automotive industry, new cold-rolled re-phosphorized
grade for boilers and super high-gloss coil coated
products for refrigerators.

Applied Research

Ternium’s medium-term product research and
development plans are based on its continuing
assessment of the emerging requirements for steel
product performance with leading steel customers.
Based on customer feedback, we define future
technology requirements at our facilities.

Presently, we are working on various medium-term
projects, including advanced high strength steel for
the automotive industry through the Galvanized
Autobody Partnership and McMaster University; high-
strength low-alloy steel for our industrial customers
in collaboration with the University of Pittsburgh and
support by the Argentine Steel Institute; and coated
products with long-term corrosion resistance for

the construction industry as well as new magnesium
added metallic coatings for various applications with
the French Corrosion Institute.

In 2010, Ternium plans to expand its product range
of hot-rolled, cold-rolled and galvanized products
through the development of new automotive and
heavy machinery high-strength steel grades to increase
its market share. We also expect to develop new wire
rod grades for the manufacturing of novel springs,
aimed at reducing weight and extending service

life, driven by the specifications of some European
carmakers. In addition, Ternium plans to develop
hot-rolled and cold-rolled steel grades to increase
shipments to welded pipe manufactures serving the
automotive and industrial sectors.

Human Resources & Communities

As previously discussed, the challenging business
conditions in Ternium’s steel markets led us to reduce
labor shifts at many of our production lines during
the fourth quarter 2008 and first half 2009. These
measures were supplemented with corporate and other
staff downsizing and other cost-cutting initiatives.
While by the end of 2009 operating rates and labor
shifts at Ternium’s facilities mostly recovered to their
previous levels, the number of employees decreased

to approximately 13,900, or 900 fewer employees than
at year-end 2008.

Within this difficult context, Ternium maintained
its medium-term activities aimed at developing
and upgrading its human resources. Training and
recruiting activities during the year geared on our
ongoing program for recent graduates, which has
already contributed to approximately 70% of our
current management positions. Ternium training
programs are generally intended to create a unique
managerial profile that combines the ability

to integrate into a regional culture with a global
approach to business.
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In addition, Ternium implemented a number

of customized courses, focused on leadership,
performance and technical knowledge,
encompassing management, staff and operating
employees. These courses are designed to train
employees in the latest concepts and tools in their
relevant fields, to encourage them to achieve

the highest possible levels of productivity and
operating efficiency. Furthermore, Ternium was
involved in a wide range of initiatives through

its network with academic and government
organizations, particularly in Mexico and Argentina.

During 2009, we continued strengthening our
financial support and contribution to key joint
industry and university programs that align the
industry’s technological and talent requirements
with those offered by leading academic and
research institutions worldwide. Current initiatives
include the funding of scholarship and fellowship
grants and the endowed Chair sponsoring at
targeted universities. Throughout the year

we hosted various courses for graduate and
undergraduate students and fostered conferences
on technical subjects.

To complete efforts towards the excellence in its
human resources, Ternium combined professional
and technical training and development programs
with initiatives aimed at ensuring the quality of life
of its employees, inside and outside of Ternium.

In this regard, during 2010 our focus will continue
to be on the rationalization of tasks, mainly for
areas that have showed stressed workloads after
the restructuring.

Community Relations

During 2009, with a view towards consolidating
long-term sustainable relationships and promoting
a sense of collaboration in the communities where

we operate, Ternium continued supporting a select
number of high-impact programs adapted to the social
and economic realities of the mining and industrial
areas where we operate.

In the mining areas in Mexico, we financed
educational initiatives, such as basic literacy programs
for adults and support courses for teachers, as well
as granted scholarships. In addition, we supported
skill academies and fostered small entrepreneurial
activities in order to promote the labor insertion

of underprivileged community members. Under its
healthcare initiatives, Ternium continued a general
and dental health enhancement program in the
region, including prophylactic medicine campaigns,
preventive and urgent care medicine practices and
disease treatments.

In the Monterrey industrial area in Mexico, Ternium’s
programs fostered sports and cultural activities
among its employees, their families and the broader
communities, as well as educational activities for
children, mainly related with the environment and the
steel industry.

In Argentina, Ternium’s subsidiary Siderar continued

its program intended to reduce student drop-out rates
within the communities that are located near its facilities.
In this program, Siderar continued granting scholarships
to students who were at risk of dropping out.

In the Ramallo and Ensenada industrial areas in
Argentina, Siderar maintained its support of a
program initiated in 2006 aimed to strengthen specific
technical schools. This endeavor, which includes five
technical schools near the facilities, focuses on the
enhancement of institutions’ technical education

to match the increasingly demanding requirements

of the industrial labor market. Under this program,
we funded scholarships and provided training to
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the schools’ teachers and managers, and provided
scholarships at our own workshops to the students.

In addition, in the Ramallo industrial area, after
contributing to the remodeling and expansion of

a public hospital, the company supported training
programs to enhance the overall administration of this
institution. Siderar also fostered sports activities for
children, as well as among its employees, their families
and the broader communities.

Environment, Health & Safety

Ternium’s environment, health and safety policies
abide by the World Steel Association’s policy
statement and its principles for excellence in safety
and occupational health, as well as the Occupational
Health and Safety Administration’s (OHSA) 18000
and ISO 14000 international standard directives.

Ternium’s commitment toward communities’ efforts
in preserving the environment has been recognized

by the Mexican Government and by the World Steel
Association for our participation in their respective
greenhouse gas emission reporting programs. During
2009, the Mexican Government issued Clean Industry
certifications for each and every of our steelmaking
and steel processing facilities in the country.

In Argentina, Ternium continued validating the ISO
14001 certificates for its local facilities as well as clean
industry certificates for selected operations.

Ternium’s health and safety activities are organized
into two departments, one responsible for the
production units located in North and Central
America and the other for the production units located
in Argentina. Each department operates under local
management supervision and is centrally coordinated.
Environmental policies are coordinated by a corporate
technical director and executed by local engineering
and environment managers.
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Ternium’s average injuries frequency rate (IFR)

in 2009 was 6.2, slightly lower than that of the previous
year and the lowest on record. Our average lost time
injuries frequency rate (LTIFR) in 2009 was 3.5, down
from 3.8 in the previous year. These measurements
cover all of Ternium’s facilities and both our personnel
and the personnel of third-party contractors operating
in our facilities.

In 2009, we continued focusing on the consolidation
of our Zero Serious Injuries program. This program,
initiated in 2007, requires periodic audits to reassess
critical tasks and ensure the continuous commitment
to safety of managers and workers involved.

Ternium is in the process of developing a
comprehensive new medium-term safety program,
which is expected to further improve safety
management and performance standards. Inspired

by the industry best safety practices, this program
includes, among other initiatives, standardization

of safety practices across our production units, training
of managers in the newly adopted best-in-industry
management safety tools, and reassessing of contractor
obligations towards pre-defined safety programs.

During 2009, we continued participating in the World
Steel Association forums. These forums, which are
focused on sustainable development, environment,
safety and occupational health, are in the process of
developing consistent measurements, statistics and
databases of selected variables, aiming to enable
steelmaking companies to benchmark performance,
share state-of-the-art best practices and ultimately
set improvement plans for its processes. These forums
include the Climate Change Policy Group, Life Cycle
Assessment, CO2 Breakthrough Program, Water
Management, Sustainability Reporting, By-product
Management, and the Safety and Occupational
Health Committee and its working subgroups.

Environment, Health & Safety Management System
As of year end 2009, Ternium completed the
implementation of a unified safety, health and
environment (SHE) management information system
in its steelmaking and steel processing facilities in
Mexico and Argentina. The system supports the
implementation and execution of SHE management
programs, chief among our top management’s core
responsibilities. In addition, the software enables any
personnel in any location to report SHE incidents,
generating instant and valuable information for local
and central SHE staff, and thus contributing to its
proper and timely management.

During 2010, we expect to complete the project

by implementing our unified SHE management
information system in our facilities in the United
States, Guatemala, Honduras, El Salvador, Nicaragua
and Costa Rica.

Emissions Control

During 2009, a dust collection and handling system at
one steel shop in Mexico was upgraded. In Argentina,
new air emission control equipment was installed

at a steel coil painting line. In addition, a project to
reduce defuse emissions was launched, encompassing
all three basic oxygen furnaces at our steel shop in the
country. In this regard, works at the first of the basic
oxygen furnaces are expected to be concluded during
2010. These activities are encompassed in an ongoing
program that monitors and reviews the facilities, aimed
at maximizing the efficient use of energy resources, the
re-use of by-products and the appropriate treatment
and disposal of wastes, air emissions and waste water.

Greenhouse Gas Emissions

The accompanying graph shows Ternium’s estimated
emission of carbon dioxide (CO2) per ton of liquid steel
produced, as reported to the World Steel Association.
We support the steel industry’s ongoing effort to develop
innovative solutions to reduce greenhouse gas (GHG)
emissions over the lifecycle of steel products. According
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to the Intergovernmental Panel on Climate Change
(IPCC), the steel industry accounts for approximately
3% to 4% of total world GHG emissions.

Our steel production facilities in Mexico have achieved
GHG-specific emission levels that are close to the
theoretical minimum. In Argentina, Siderar’s GHG-
specific emission levels are close to the industry average
for blast furnace technology.

PCB

Studies made on polychlorinated biphenyl (PCB)
questioned the utilization of this product as cooling
oil in electric transformers, among other applications,
as PCB may pose inappropriate risks to health and
the environment. Consequently, and in compliance
with local laws and regulations as well as with

the Stockholm Convention Guidelines, Ternium
developed an ongoing plan to replace and manage all
PCB-based electric transformers according to each
country’s defined schedule.

Our Mexican steel production and processing facilities
became free of PCB-based electric transformers

in 2008 and Siderar’s facilities in Argentina have
advanced their replacement plan toward a 70%
completion rate as of year end 2009. Ternium’s
current PCB-based electric transformers replacement
plan is expected to be completed during 2010, far
ahead of schedules suggested by the Stockholm
Convention Guidelines.

Underground Water Management

Ternium has in place a water management policy
and monitoring system, aimed at ensuring

the efficient use and long-term preservation

of this resource. Under this program, during 2009
we concluded the hydrological studies, new
monitoring wells and reports and analysis on the
mid-term balance between the supply and demand
of the resource in the surrounding areas of two
of our facilities in Argentina.
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Shares

The Company has a single class of shares, each
having a nominal value of US$1.00 per share and
equal economic and voting rights, including the
right to vote at its general shareholders’ meetings.
Our articles of association provide that our annual
ordinary general shareholders meetings must take
place in Luxembourg on the first Wednesday of
every June at 2:30 p.m., Luxembourg time. At

these meetings, our annual financial statements are
approved and the members of our board of directors
are elected. No attendance quorum is required at
annual ordinary general shareholders meetings and
resolutions are adopted by a simple majority vote of
the shares present or represented at the meeting,

The Company has an authorized share capital of
US$3.5 billion, of which US$2,004,743,442 was issued
and outstanding as of December 31, 2009.

The Company’s articles of association currently
authorize the board of directors, for a period that
ends on October 26, 20109, to issue shares within

the limits of its authorized share capital at such times
and on such terms and conditions as the board of
directors or its delegates may determine. Accordingly,
until October 26, 2010 (unless this time limit is
extended by our shareholders meeting), shares may
be issued up to the authorized share capital limit of
US$3.5 billion by a decision of the board of directors.
With the exception of certain cases set out in the
articles of association, any issuance of shares for
cash within the limits of the authorized share capital
shall be, as long as the Company’s shares are listed
on a regulated market, subject to the pre-emptive
subscription rights of the then-existing shareholders.

There are no limitations currently imposed by
Luxembourg law on the rights of non-resident
shareholders to hold or vote the Company’s shares.

An extraordinary general meeting of shareholders to be held on June 2,
2010 will resolve whether this authorization will be renewed for an
additional 5-year period.

The Company may repurchase its own shares in
the cases and subject to the conditions set by the
Luxembourg law of August 10, 1915, as amended.

Board of Directors

The Company’s articles of association provide for a
board of directors consisting of a minimum of five
members (when the shares of the Company are listed
on a regulated market, as they currently are) and a
maximum of fifteen. The board of directors is vested
with the broadest powers to act on behalf of the
Company and accomplish or authorize all acts and
transactions of management and disposition that are
within its corporate purpose and are not specifically
reserved in the articles of association or by applicable
law to the general shareholders meeting,.

The board of directors is required to meet as often as
required by the interests of the Company and at least
four times per year. A majority of the members of
the board of directors in office present or represented
at each board of directors’ meeting constitutes a
quorum, and resolutions may be adopted by the vote
of a majority of the directors present or represented.
In case of a tie, the chairman is entitled to cast the
deciding vote.

Directors are elected at the annual ordinary general
shareholders’ meeting to serve one-year renewable
terms, as determined by the general shareholders
meeting. The general shareholders meeting may dismiss
all or any one member of the board of directors at any
time, with or without cause, by resolution passed by a
simple majority vote. The Company’s current board of
directors is composed of eleven directors, three

of whom are independent directors.
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Audit Committee

The board of directors has an audit committee
consisting of three independent directors. The
members of the audit committee are not eligible to
participate in any incentive compensation plan for
employees of the Company or any of its subsidiaries.
Under the Company’s articles of association and the
audit committee charter, the audit committee:

assists the board of directors in fulfilling its oversight
responsibilities relating to the integrity of the financial
statements of the Company, including periodically
reporting to the board of directors on its activity and
the adequacy of the Company’s systems of internal
control over financial reporting;

is responsible for making recommendations for the
appointment, compensation, retention and oversight
of, and assessment of the independence of the
Company’s independent auditors;

reviews Material Transactions (as such term is defined
in the Company’s articles of association and the

audit committee charter) between the Company or

its subsidiaries with Related Parties (as such term

is defined in the Company’s articles of association)
(other than transactions that were reviewed and
approved by the independent members of the board
of directors or other governing body of any subsidiary
of the Company) to determine whether their terms are
consistent with market conditions or are otherwise fair
to the Company and its subsidiaries; and

performs such other duties imposed to it by applicable
laws and regulations of the regulated market or
markets on which the shares of the Company are
listed, as well as any other duty entrusted to it by the
board of directors.

The audit committee has the authority to conduct

any investigation appropriate to fulfilling its
responsibilities, and has direct access to the Company’s
internal and external auditors as well as the Company’s
management and employees and, subject to applicable
laws, its subsidiaries.

Auditors

The Company’s articles of association require the
appointment of at least one independent auditor
chosen from among the members of the Luxembourg
Institute of Independent Auditors. Auditors are
appointed by the general shareholders meeting, on
the audit committee’s recommendation, through

a resolution passed by a simple majority vote.
Shareholders may determine the number and the term
of the office of the auditors at the ordinary general
shareholders’ meeting, provided however that an
auditor’s term shall not exceed one year and that any
auditor may be reappointed or dismissed by the general
shareholders meeting at any time, with or without
cause. As part of their duties, the auditors report
directly to the audit committee.

PricewaterhouseCoopers (acting, in connection

with the Company’s annual accounts and annual
consolidated financial statements required under
Luxembourg law, through PricewaterhouseCoopers
S.arl., Réviseur d’entreprises, and, in connection
with the Company’s annual and interim consolidated
financial statements required under the laws of other
relevant jurisdictions, through Price Waterhouse & Co.
S.R.L.) was appointed as the Company’s independent
auditor for the fiscal year ended December 31, 2009,
at the ordinary general shareholders’ meeting held on
June 3, 2009.
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Management Discussion and Analysis

The review of Ternium’s financial condition and The Company prepares its consolidated financial
results of operations is based on, and should be read statements according to International Financial

in conjunction with, the company’s consolidated Reporting Standards (IFRS). Financial and
financial statements as of December 31, 2009 and operational information is presented in US dollars
2008 and for the years ended December 31, 2009, and metric tons.

2008 and 2007 (including the notes thereto), which are

included elsewhere in this annual report. Net results

The following table sets forth, for the periods
indicated, selected financial data from the Company’s
consolidated income statement.

All amounts in USD million 2009 2008

Net sales 4,959.0 100.0% 8,464.9 100.0%
Cost of sales (4,110.4) -82.9% (6,128.0) -72.4%
Gross profit 848.6 17.1% 2,336.9 21.6%
Selling, general and administrative expenses (531.5) -10.7% (669.5) -1.9%
Other operating (expenses) income, net (20.7) -0.4% 8.7 0.1%
Operating income 296.4 6.0% 1,676.0 19.8%
Interest income (expenses), net 513 1.0% (103.9) -1.2%
Other financial income (expenses), net 81.6 1.6% (693.2) -8.2%
Equity in earnings of associated companies 1.1 0.0% 19 0.0%
Income before income tax expenses 4304 8.7% 880.8 10.4%
Income tax expenses (91.3) -1.8% (162.7) -1.9%
Income from continuing operations 339.1 6.9% 718.1 8.5%
Income from discontinued operations 428.0 8.6% 157.1 1.9%
Net income for the year 767.1 15.5% 875.2 10.3%

ATTRIBUTABLE TO:

Equity holders of the Company 114 14.5% 7154 8.5%
Minority interest 49.7 1.0% 159.7 1.9%
767.1 15.5% 875.2 10.3%
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Net sales

Net sales for 2009 decreased 41% to US$5.0 billion
compared to 2008. Net sales decreased due to lower
shipments and lower revenue per ton. Shipments of flat
and long products were 6.4 million tons during 2009,
a decrease of 16% compared to 2008, due to lower
shipments in Ternium’s core markets as a result of the
effects of the global economic downturn. Revenue per
ton shipped was US$758 in 2009, a decrease of 30%
when compared to 2008, mainly as a result of lower
prices in all of Ternium’s markets.

During 2009 steel consumption in the North American
market decreased 37% year-over-year. The economies
in the North America Region contracted in 2009,
particularly the Mexican economy which, in addition
to the downturn in the United States, was affected by
a sharp depreciation of the Mexican Peso vis-a-vis
other currencies. The entire NAFTA region suffered

a reduction in steel consumption rates that not only
reflected a decrease in end user demand from steel
consuming sectors but also a significant de-stocking
process in the steel value chain, particularly during the
first half of the year.

Tons (thousands)

Likewise, the steel markets in Central and South
America showed an estimated 24% decrease in
apparent steel use during 2009, well above the decrease
recorded by key steel consuming sectors, an evidence
of the size of the de-stocking in the steel industry’s
value chain. Countries neighboring Argentina,

the natural export markets for Ternium in that
geographic area, stagnated or contracted in 2009,
recording GDP growth rates of between 1% and
minus 3% year-over-year.

Argentina, the main market for Ternium in South
America, showed an estimated 33% decrease in

steel consumption, due to the combination of lower
economic activity and relatively high inventories in the
steel industry’s value chain early in 2009. The markets
in Central and South America experienced the effects

of the global slowdown with some delay.

SHIPMENTS 2009 2008
South & Central America 1,903.6 2,604.2
North America 3,1145 3,666.1
Europe & Other 287.0 55.2
Total flat steel 5,305.2 6,325.5
South & Central America 118.4 302.5
North America 931.2 901.3
Europe & Other 6.1 133
Total long steel 1,055.6 1,217.2
Total flat and long sales 6,360.8 1,542.1
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US$/Ton

REVENUE PER TON 2009 2008
South & Central America 902 1,068
North America 762 1,171
Europe & Other 561 860
Total flat steel 801 1,126
South & Central America 484 907
North America 550 878
Europe & Other 583 669
Total long steel 543 883
Total flat and long sales 758 1,087
US$ (million)

NET SALES 2009 2008
South & Central America 1,717.1 2,782.5
North America 2,371.9 4,294.7
Europe & Other 161.0 475
Total flat steel 4,250.0 1,124.1
South & Central America 57.3 274.4
North America 512.0 791.8
Europe & Other 3.5 8.9
Total long steel 572.9 1,075.1
Total flat and long sales 4,822.9 8,199.8
Other products ) 136.1 265.1
Total net sales 4,959.0 8,464.9

(7) Primarily includes iron ore, pig iron and pre-engineered metal buildings.



Sales of flat products during 2009 were US$4.3 billion,
a decrease of 40% compared to 2008. Net sales
decreased as a result of lower shipments and revenue
per ton. Shipments of flat products were 5.3 million
tons in 2009, a decrease of 16% compared to 2008,
mainly due to lower shipments in the South & Central
America and the North America regions, partially
offset by higher shipments in the “Europe and other”
Region. Revenue per ton decreased 29% to US$801 in

2009 compared to 2008, as a result of lower steel prices.

Sales of long products were US$572.9 million during
2009, a decrease of 47% compared to 2008 due to
lower revenue per ton and shipments. Revenue per ton
was US$543 in 2009, a decrease of 39% compared to
2008 as a result of lower prices. Shipments of long
products were 1.1 million tons in 2009, a 13% decrease
versus 2008, mainly due to lower billet shipments in the
South & Central America Region partially offset by
higher bar shipments in the North America Region.

Sales of other products were US$136.1 million during
2009, compared to US$265.1 million during 2008.

The decrease was mainly driven by lower iron ore
shipments and prices and lower sales of pre-engineered
metal buildings.

Sales of flat and long products in the North America
Region totaled US$2.9 billion in 2009, a decrease of 43 %
versus 2008, mainly due to the effect of lower shipments
and prices. Shipments in the region totaled 4.0 million
tons during 2009, or 11% lower than during 2008.
Revenue per ton shipped was US$713 in 2009, a decrease
of 36% compared to 2008, as a result of lower prices.

Flat and long product sales in the South & Central
America Region were US$1.8 billion during 2009, a
decrease of 42% versus 2008. This decrease was due to
lower volumes and revenue per ton. Shipments in the

region totaled 2.0 million tons during 2009, or 30%
lower than in 2008. Revenue per ton shipped in the
South & Central America Region was US$878 in 2009,
a decrease of 17% compared to 2008, mainly due to
lower prices.

Cost of sales

Cost of sales was US$4.1 billion in 2009 compared to
US$6.1 billion in 2008. Cost of sales decreased as a
result of lower shipments and lower cost per ton. Cost
per ton decreased year-over-over mainly as a result of
lower costs for third party steel, raw materials, energy,
labor and services, the impact on costs of the lower
value of the Mexican Peso and Argentine Peso versus
the US dollar in 2009, and the cost-cutting initiatives
implemented to mitigate the effects of the global
economic downturn.

Energy prices for our operations in Mexico, mainly
natural gas and electricity, decreased significantly
year-over-year in 2009, following the trend in the US
energy markets. Energy prices for our operations in
Argentina, mainly coal, petroleum coke and to a lesser
extent natural gas, also decreased in 2009, due to lower
contract prices for coal and petroleum coke, partially
offset by higher natural gas prices. Our operations in
Argentina are less exposed to electricity prices as it
has self-generating capabilities for a large share of its
consumption.

Selling, general and administrative (SG&A) expenses
SG& A expenses in 2009 were US$531.5 million, or 11%
of net sales, compared to US$669.5 million, or 8% of net
sales, in 2008. The decrease in SG& A was due mainly

to Ternium’s efforts to reduce headcount and services
costs in response to the economic downturn, as well

as lower freight volumes, tax charges and the impact

on costs of the lower value of the Mexican Peso and
Argentine Peso versus the US dollar in 2009.
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Operating income and EBITDA®

Operating income in 2009 was US$296.4 million, or
6% of net sales, compared to US$1.7 billion, or 20%
of net sales, in 2008. This significant decrease was
mainly due to lower sales prices and volumes, partially
offset by lower costs of sales. EBITDA in 2009 was
US$708.5 million, or 14% of net sales, compared

to US$2.1 billion, or 25% of net sales, in 2008. The
decrease in Ternium’s EBITDA margin in 2009 as
compared to 2008 was mainly the result of lower steel
prices, partially offset by lower operating costs per ton.

Net financial results

Net financial income was US$132.9 million in 2009,
compared to a net financial expense of US$797.1 million
in 2008. During 2009, Ternium’s net interest expense
was US$84.7 million, a decrease of US$19.3 million,
compared to 2008 due to lower indebtedness as a result
of amortizations of debt and lower interest rates.

Net foreign exchange result was a gain of US$83.1
million in 2009, compared to a loss of US$632.7
million in 2008. These results were primarily due to
the impact of the Mexican Peso’s 4% revaluation

in 2009 and 25% devaluation in 2008, respectively,

on Ternium’s Mexican subsidiary’s US dollar
denominated debt. These results are non-cash when
measured in US dollars and are offset by changes

in Ternium’s net equity position in the currency
translation adjustments line, as the value of Ternium
Mexico’s US dollar denominated debt is not altered
by the Mexican Peso fluctuation when stated in US
dollars in Ternium’s consolidated financial statements.
In accordance with IFRS, Ternium Mexico prepares
its financial statements in Mexican Pesos and registers
foreign exchange results on its net non-Mexican

Pesos positions when the Mexican Peso revaluates or
devaluates to other currencies.

EBITDA in 2009 equals operating income of US$296.4 million plus
depreciation and amortization of US$385.1 million and impairment charges
related to intangible assets of US$27.0 million.

©

Interest income on the Sidor financial asset® was
US$136.0 million in 2009.

Fair value of derivatives was a gain of US$10.6 million
in 2009, compared to a loss of US$32.5 million in 2008.
The result was related to certain derivative instruments
entered into primarily to mitigate the effect of interest
rate and currency fluctuations.

Income tax expense

Income tax expense in 2009 was US$91.3 million,

or 21% of income before income tax, discontinued
operations and minority interest, compared to
US$162.7 million, or 18% of income before income
tax, discontinued operations and minority interest,
in 2008. The income tax expense in 2008 included a
non-recurring gain of US$96.3 million attributable to
Hylsa’s reversal of a deferred statutory profit sharing
that reduced its effective tax rate for that year.

Net result of discontinued operations

Net result of discontinued operations in 2009 showed a
gain of US$428.0 million attributable to the transfer of
the Sidor shares to Venezuela on May 7, 2009. In 2008,
the net result of discontinued operations comprised an
after-tax gain of US$59.6 million related to Sidor and
an after-tax gain of US$97.5 million from the sale of
non-core US assets during the first quarter of 2008.

Income attributable to minority interest

Income attributable to minority interest in 2009 was
US$49.7 million, compared to US$159.7 million in
2008. The decrease was mainly due to lower income
attributable to Siderar’s lower net income.

As further described in Note 29 to our audited consolidated financial statements
included elsewhere in this annual report, on May 7, 2009, the Company reached
an agreement with CVG for the transfer of its entire 59.7% interest in Sidor in
exchange for an aggregate amount of USD 1.97 billion, out of which USD 400
million were paid in cash on that date. The initial measurement of the outstanding
receivable was performed on the basis of its discounted amount using an annual
discount rate of 14.36%. Subsequently, this receivable was valued at its amortized
cost using the effective interest rate. The discount rate used for the initial
measurement of this receivable was estimated on the basis of management'’s best
estimate of market rates adjusted to reflect specific risks.



Liquidity and financial resources

Ternium’s financing strategy is to maintain adequate
financial resources in hand and access to additional
liquidity to achieve its objective of maximizing
financial flexibility at a reasonable cost. In 2008,
Ternium completed the integration of Grupo Imsa,
which came under its control in July 26, 2007. There
were no new acquisitions in 2009, with capital
expenditures being limited to brown-field projects.
During the period, Ternium only accessed the banking
market to obtain short-term bank financing for
working capital purposes, relying largely on cash
flow from operations as it principal source of funding
during the year.

Ternium holds money market investments and
variable-rate or fixed-rate securities from investment
grade issuers. Ternium concentrates cash in major
financial centers, mainly New York. Ternium holds
cash primarily in US dollars and limit its holdings of
other currencies to the minimum required to fund its
cash operating needs. Liquid financial assets as a whole
represented 20.8% of its total assets at the end of 2009
or US$2.1 billion.

In a context of significant downturn of steel markets,
in 2009 Ternium freed substantial cash flows as a result
of its inventory reduction programs. In addition, we
reassessed our capital expenditure plans and slowed
down or suspended major capital expenditure projects.

Historical cash flows

Operating activities

Net cash provided by continuing operations in 2009
was US$1.2 billion, higher than the US$517.5 million
reported in 2008, mainly due to a working capital
decrease of US$635.2 million in 2009, compared

to a working capital increase of US$1.1 billion in
2008, partially offset by a lower operating income in
2009. Working capital decreased in 2009 mainly as a
result of a US$429.1 million decrease in inventories
and a US$308.9 million decrease in trade and other
receivables, partially offset by an aggregate US$102.9
million decrease in accounts payable and other
liabilities. Inventories decreased during 2009 as a result
of lower costs due to lower input prices as well as a
lower volume of finished goods, goods in process and
raw materials.
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All amounts in USD million

2009 2008
Net income from continuing operations 339.1 718.1
Depreciation and amortization 385.1 435
Net foreign exchange results and other (53.6) 629.5
Changes in working capital 635.2 (1,071.5)
Other operating activities, net (144.1) (172.2)
Net cash provided by operating activities 1,161.8 517.5
Capital expenditures (208.6) (587.9)
Proceeds from Sidor financial asset 953.6 -
Proceeds from sale of discontinued operations - 718.6
Discontinued operations - 2424
Other investing activities, net 46.2 (22.6)
Net cash provided by investing activities 7912 350.5
Net cash used in financing activities (922.6) (752.9)
Increase in cash and cash equivalents 1,030.4 115.1
Effect of exchange rate changes (0.2) (17.5)
Cash and cash equivalents at January 1 1,065.6 1,125.8
Cash and cash equivalents from discontinued operations at March 31, 2008 - (157.9)
Cash and cash equivalents at December 31 2,095.8 1,065.6
Investing activities Capital expenditures disbursed in 2009 included the

Net cash provided by investing activities during 2009  following main investments:

was US$791.2 million, compared to US$350.5 million

in 2008. Net cash provided by investing activities * Mexico: iron ore mining and processing activities, and
in 2009 consisted mainly of US$953.6 million upgrading of one hot strip mill.

proceeds from the Sidor financial asset, less US$208.6 ¢ Argentina: relining of blast furnace #1 and revamping
million used in capital expenditures. Net cash and expansion of the coking facilities.

provided by investing activities in 2008 consisted

mainly of US$718.6 million of proceeds from the sale ~ Ternium’s capital expenditures disbursed in 2008

of certain non-core US assets, and US$242.4 million included the following investments:

of cash from discontinued operations, mainly coming

from Sidor, less US$587.9 million disbursed for * Mexico: expansion of the flat steel shop in Monterrey,
capital expenditures. upgrading of one hot strip mill and upgrading of one

cold-rolled mill.



¢ Argentina: relining of blast furnace #2 and #1 and
revamping and expansion of the coking facilities.

Financing activities

Net cash used by financing activities in 2009 was
US$922.6 million, compared to US$752.9 million

in 2008. Proceeds from borrowings during 2009
amounted to US$219.0 million, mainly short-tem
debt used for working capital needs. Repayments

of borrowings in 2009 reached US$1.1 billion related
to maturities of long-term debt and prepayments

on bank facilities associated with the Grupo Imsa
transaction. Proceeds from borrowings during 2008
amounted to US$519.8 million, mainly short-tem
debt used for working capital needs. Repayments

of borrowings in 2008 reached US$1.2 billion related
to maturities of long-term debt and prepayments

on bank facilities associated with the Grupo Imsa
transaction. The Company paid dividends

of US$100.2 million in 2008.

Principal sources of funding

Funding policy

Ternium’s policy is to maintain a high degree

of flexibility in operating and investment activities

by maintaining adequate liquidity levels and ensuring
access to readily available sources of financing.

Most of Ternium’s financing is conducted in

US dollars. Ternium selects the type of facility,
associated rate and term after considering the
intended use of proceeds.

Financial liabilities

Ternium’s borrowings as of December 31, 2009,
consisted mainly of different bank loans and facilities.
Outstanding financial debt amounted to US$2.3
billion at year end, compared to US$3.3 billion as of
December 31, 2008, a decrease of US$922.6 million,
largely resulting from the application of cash provided
by operating activities to the payment of bank debt.
Ternium’s net debt position (borrowings less cash

and cash equivalents and other current investments)
decreased by US$1.9 billion during 2009 to US$184.1
million as of December 31, 2009, compared to net debt
of US$2.1 billion as of December 31, 2008.

At December 31, 2009, Ternium’s outstanding financial
debt US dollar-denominated portion and floating-

rate portion were 99.5% and 99.3 %, respectively.
Ternium entered into derivative instruments to

manage the impact of the floating interest rate

changes on its financial debt. At December 31, 2009,
these instruments, consisting on interest rate collars
and knock-in swaps for an aggregate contractual
amount of US$1.1 billion, had an aggregate negative
fair value of US$78.7 million. At December 31,

2009, the weighted average interest rate of Ternium’s
outstanding financial debt, including the cost related
to derivative instruments, was 3.04%. For additional
information on the amounts, tenor and main
characteristics of these instruments, please see note 25
(Derivative financial instruments) to the Company’s
consolidated financial statements included elsewhere in
this annual report.
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PRICEWATERHOUSE(QOPERS

Price Waterhouse & Co. S.R.L.

Firma miembro de PricewaterhouseCoopers
Bouchard 557, piso 7°

C1106ABG — Ciudad de Buenos Aires
Tel.: +54 11 4850 0000

Fax: +54 11 4850 1800
Www.pwc.com/ar

Report of Independent Registered
Public Accounting Firm

To the Board of Directors and Shareholders of

Ternium S.A.:

In our opinion, the accompanying consolidated statements of financial position and the related
consolidated statements of income, comprehensive income, shareholders’ equity and cash flows
present fairly, in all material respects, the financial position of Ternium S.A. and its subsidiaries
at December 31, 2009 and 2008, and the results of their operations and their cash flows for

each of the three years in the period ended December 31, 2009 in conformity with International
Financial Reporting Standards as issued by the International Accounting Standards Board and
in conformity with International Financial Reporting Standards as adopted by the European
Union. These financial statements are the responsibility of the Company’s management.

Our responsibility is to express an opinion on these financial statements based on our audits.
We conducted our audits of these statements in accordance with the standards of the Public
Company Accounting Oversight Board (United States). Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements, assessing the accounting principles used
and significant estimates made by management, and evaluating the overall financial statement

presentation. We believe that our audits provide a reasonable basis for our opinion.

Price Waterhouse & Co. SRL Buenos Aires, Argentina
Represented by
May 4, 2010

Marcelo D. Pfaff

(Partner)
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Consolidated income statements

All amounts in USD thousands

TERNIUM S.A.

Consolidated financial statements as of
December 31, 2009 and 2008 and for the years
ended December 31, 2009, 2008 and 2007.

YEAR ENDED DECEMBER 31, NOTES 2009
CONTINUING OPERATIONS
Net sales 4,958,983
Cost of sales 6 (4,110,370)
Gross profit 848,613
Selling, general and administrative expenses 7 (531,530)
Other operating income (expenses), net 9 (20,700)
Operating income 296,383
Interest expense (105,810)
Interest income 21,141
Interest income — Sidor financial asset 135,952
Other financial income (expenses), net 10 81,639
Equity in earnings of associated companies 14 1,110
Income before income tax expense 430,415
Income tax (expense) benefit
Current and deferred income tax expense 11 (91,314)
Reversal of deferred statutory profit sharing 4 (M) -
Income from continuing operations 339,101
DISCONTINUED OPERATIONS
Income from discontinued operations 29 428,023
Profit for the year 767,124
Attributable to:
Equity holders of the Company 28 717,400
Minority interest 49,724
167,124
Weighted average number of shares outstanding 28 2,004,743,442
Basic and diluted earnings per share
(expressed in USD per share) for profit:
From continuing operations attributable to the equity 015
holders of the Company ’
From discontinued operations attributable to the equity 0.21
holders of the Company
For the year attributable to the equity holders of the 0.36

Company

2008

8,464,885

(6,128,027)

2,336,858

(669,473)
8,662

1,676,047

(136,111)
32,178

(693,192)

1,851

880,773

(258,969)
96,265

718,069

167,095

875,164

715418
159,746

875,164

2,004,743,442

0.09

0.36

2007

5,633,366

(4,287,671)

1,345,695

(617,433)
8,514

836,776

(133,109)
41,613

(38,498)

434

107,216

(291,345)

415,871

579,925

995,796

784,490
211,306

995,796

2,004,743,442

0.24

0.39

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated statements TERNIUM S.A.

of comprehensive income Consolidated financial statements as of
December 31, 2009 and 2008 and for the years
ended December 31, 2009, 2008 and 2007.

All amounts in USD thousands

YEAR ENDED DECEMBER 31, 2009 2008 2007
Attributable Minority Total Attributable Minority Total Attributable Minority Total
to the Company’s interest to the Company’s interest to the Company’s interest
equity holders equity holders equity holders
Profit for the year 717,400 49,724 767,124 715,418 159,746 875,164 784,490 211,306 995,796
Other comprehensive income:
Currency translation adjustment (42,359) (51,563) (93,922) (417,746) (85,250) (502,996)® 10,869 (13,152) (2,283)
Cash flow hedges 31,831 4,050 35,881 (73,257) (9,317) (82,574) = = =
Income tax relating to cash flow hedges (8,083) (1,029) (9,112) 20,512 2,609 23,121 - - -
Other comprehensive (loss) income for the year, net of tax (18,611) (48,542) (67,153) (470,491) (91,958) (562,449) 10,869 (13,152) (2,283)
Total comprehensive income for the year 698,789 1,182 699,971 244,921 67,788 312,715 795,359 198,154 993,513

(1) Includes an increase of USD 151.5 million corresponding to the currency translation
adjustment from discontinued operations. See note 29 (ii).

The accompanying notes are an integral part of these consolidated financial statements.



Consolidated statements of financial
position

All amounts in USD thousands

TERNIUM S.A.

Consolidated financial statements as of
December 31, 2009 and 2008 and for the years
ended December 31, 2009, 2008 and 2007.

DECEMBER 31, NOTES 2009 2008

ASSETS

NON-CURRENT ASSETS

Property, plant and equipment, net 12 4,040,415 4,212,313

Intangible assets, net 13 1,085,412 1,136,367

Investments in associated companies 14 6,577 5,585

Other investments, net 15 16,414 16,948

Receivables, net 16 101,317 5,250,135 120,195 5,491,408
CURRENT ASSETS

Receivables 17 136,300 248,991

Derivative financial instruments 25 1,588 1,516

Inventories, net 6&18 1,350,568 1,826,547

Trade receivables, net 19 437,835 622,992

Sidor financial asset 291N 964,359 -

Available for sale assets — discontinued operations 29 (I = 1,318,900

Other investments 20 46,844 90,008

Cash and cash equivalents 20 2,095,798 5,033,292 1,065,552 5,174,506
Non-current assets classified as held for sale 9,246 5,333
Total assets m m
EQUITY

Capital and reserves attributable to the company’s equity holders 5,296,342 4,597,370
Minority interest 964,897 964,094
Total equity m m
LIABILITIES

NON-CURRENT LIABILITIES

Provisions 21 18,913 24,400

Deferred income tax 23 857,297 810,160

Other liabilities 24 176,626 148,690

Derivative financial instruments 25 32,627 65,847

Borrowings 26 1,787,204 2,872,667 2,325,867 3,374,964
CURRENT LIABILITIES

Current tax liabilities 103,171 194,075

Other liabilities 24 57,021 103,376

Trade payables 412,967 438,711

Derivative financial instruments 25 46,083 57,197

Borrowings 26 539,525 1,158,767 941,460 1,734,819
Total liabilities 4,031,434 5,109,783
Total equity and liabilities m m

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated statements of changes
in shareholders’ equity

All amounts in USD thousands

TERNIUM S.A.

Consolidated financial statements as of
December 31, 2009 and 2008 and for the years
ended December 31, 2009, 2008 and 2007.

ATTRIBUTABLE TO THE COMPANY’S EQUITY HOLDERS®

Capital Initial Public Revaluation Capital Currency Retained Total Minority Total
stock® Offering and other stockissue  translation eamings interest Equity
expenses reserves discount®  adjustment

BALANCE AT JANUARY 1, 2009 2,004,743 (23,295) 1,702,285 (2,324,866) (528,485) 3,766,988 4,597,370 964,094 5,561,464
Profit for the year 717,400 717,400 49,724 167,124
Other comprehensive income (loss) for the year 23,748 (42,359) (18,611) (48,542) (67,153)
Total comprehensive income (loss) for the year 23,748 (42,359) 717,400 698,789 1,182 699,971
Acquisition of business @ 183 183 (379) (196)
Balance at December 31, 2009 2,004,743 (23,295) 1,726,216 (2,324,866) (570,844) 4,484,388 5,296,342 964,897 6,261,239

Shareholders’ equity determined in accordance with accounting principles

generally accepted in Luxembourg is disclosed in Note 27 (iii).

At December 31, 2009, the Capital Stock adds up to 2,004,743,442 shares

with a nominal value of USD 1 each.

Represents the difference between book value of non-monetary contributions
received from shareholders under Luxembourg GAAP and IFRS.

On February 5, 2009, Ternium Internacional Espafa S.L.U. acquired from its related
company Siderca S.A.l.C., 53,452 shares of Siderar S.A.I.C., representing 0.015%

of that company’s share capital, for an aggregate purchase price of USD 196 thousand.

After this acquisition, Ternium increased its ownership in Siderar to 60.94%.
As permitted by IFRS 3, the Company accounted for this acquisition under

the economic entity model, which requires that the acquisition of an additional equity

interest in a controlled subsidiary be accounted for at its carrying amount, with
the difference arising on purchase price allocation being recorded directly in equity.

Dividends may be paid by Ternium to the extent distributable retained earnings
calculated in accordance with Luxembourg law and regulations exist. Therefore,
retained earnings included in these consolidated financial statements may not
be wholly distributable. See Note 27 (iii). The accompanying notes are an integral
part of these consolidated financial statements.
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Consolidated statements of changes
in shareholders’ equity

All amounts in USD thousands

TERNIUM S.A.

Consolidated financial statements as of

December 31, 2009 and 2008 and for the years
ended December 31, 2009, 2008 and 2007.

ATTRIBUTABLE TO THE COMPANY’S EQUITY HOLDERS'

Capital Initial Public Revaluation Capital Currency Retained Total Minority Total
stock@ Offering and other stock issue translation garnings interest Equity
expenses reserves discount® adjustment

BALANCE AT JANUARY 1, 2008 2,004,743 (23,295) 1,946,963 (2,324,866) (110,739) 2,959,874 4,452,680 1,805,243 6,257,923
Profit for the year 715,418 715,418 159,746 875,164
Other comprehensive loss for the year (52,745) (417,746) (470,491) (91,958) (562,449)
Total comprehensive (loss) income for the year (52,745) (417,7486) 715,418 244,921 67,788 312,715
Reversal of revaluation reserves related to discontinued operations (91,696) 91,696 - - =
Dividends paid in cash and other distributions (100,237) (100,237) (100,237)
Dividends paid in cash and other distributions by subsidiary companies (19,595) (19,595)
Minority interest in discontinued operations (889,342) (889,342)
Balance at December 31, 2008 2,004,743 (23,295) 1,702,285 (2,324,866) (528,485) 3,766,988 4,597,370 964,094 5,561,464

(1) Shareholders’ equity determined in accordance with accounting principles

generally accepted in Luxembourg is disclosed in Note 27 (iii).

(2) At December 31, 2008, the Capital Stock adds up to 2,004,743,442 shares with

a nominal value of USD 1 each.

3) Represents the difference between book value of non-monetary contributions received

from shareholders under Luxembourg GAAP and IFRS.

4) Corresponds to the reversal of the revaluation reserve recorded in fiscal year

2005, representing the excess of fair value over the book value of Ternium’s
pre-acquisition interest in the net assets of Sidor.

(5) Represents USD 0.05 per share (USD 0.50 per ADS).

Dividends may be paid by Ternium to the extent distributable retained earnings
calculated in accordance with Luxembourg law and regulations exist. Therefore, retained
earnings included in these consolidated financial statements may not be

wholly distributable. See Note 27 (iii). The accompanying notes are an integral part

of these consolidated financial statements.
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Consolidated statements of changes
in shareholders’ equity

All amounts in USD thousands

TERNIUM S.A.

Consolidated financial statements as of

December 31, 2009 and 2008 and for the years

ended December 31, 2009, 2008 and 2007.

ATTRIBUTABLE TO THE COMPANY’S EQUITY HOLDERS™®

Capital Initial Public Revaluation Capital Currency Retained Total Minority Total
stock@ Offering and other stock issue translation earnings interest Equity
expenses reserves discount® adjustment

BALANCE AT JANUARY 1, 2007 2,004,743 (23,295) 2,047,200 (2,324,866) (121,608) 2,175,384 3,757,558 1,626,119 5,383,677
Profit for the year 784,490 784,490 211,306 995,796
Other comprehensive income (loss) for the year 10,869 10,869 (13,152) (2,283)
Total comprehensive income for the year 10,869 784,490 795,359 198,154 993,513
Dividends paid in cash and other distributions (100,237) (100,237) (100,237)
Dividends paid in cash and other distributions by subsidiary companies (20,000 (20,000
Acquisition of business (195) (195)
Contributions from minority shareholders in consolidated subsidiaries 1,165 1,165
Balance at December 31, 2007 2,004,743 (23,295) 1,946,963 (2,324,866) (110,739) 2,959,874 4,452,680 1,805,243 6,257,923

(1) Shareholders’ equity determined in accordance with accounting principles

generally accepted in Luxembourg is disclosed in Note 27 (iii).

(2) At December 31, 2007, the Capital Stock adds up to 2,004,743,442 shares with

a nominal value of USD 1 each.

(3) Represents the difference between book value of non-monetary contributions received

from shareholders under Luxembourg GAAP and IFRS.

(4) Represents USD 0.05 per share (USD 0.50 per ADS).

Dividends may be paid by Ternium to the extent distributable retained earnings
calculated in accordance with Luxembourg law and regulations exist. Therefore, retained
earnings included in these consolidated financial statements may not be

wholly distributable. See Note 27 (iii). The accompanying notes are an integral part

of these consolidated financial statements.



Consolidated statements of cash flows TERNIUM S.A.

Consolidated financial statements as of
December 31, 2009 and 2008 and for the years
ended December 31, 2009, 2008 and 2007.

All amounts in USD thousands

YEAR ENDED DECEMBER 31, NOTES 2009 2008 2007

CASH FLOWS FROM OPERATING ACTIVITIES

Income from continuing operations 339,101 718,069 415,871

Adjustments for:

Depreciation and amortization 12&13 385,105 413,541 355,271
Income tax accruals less payments 31 (B) (49,342) (88,511) (51,471)
Equity in earnings of associated companies 14 (1,110) (1,851) (434)
Interest accruals less payments 31 (B) 10,706 (84,151) 87,580
Impairment charge 27 (I 27,022 - -
Changes in provisions 21 4,614 2,358 2,995
Changes in working capital 31 (B) 635,179 (1,071,472) 97,728
Interest income — Sidor financial asset 29 (I (135,952) - -
Net foreign exchange results and others (53,565) 629,530 28,878
Net cash provided by operating activities 1,161,758 517,513 936,418
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures 12&13 (208,590) (587,904) (344,293)
Acquisition of business:
Purchase consideration 3 (196) - (1,728,869)
Cash acquired 3 - - 190,087
Income tax credit paid on business acquisition 3 - - (297,700)
Decrease (Increase) in other investments 43,163 (24,674) (65,337)
Proceeds from the sale of property, plant and equipment 3,245 2,103 24,490
Proceeds from Sidor financial asset 29.(I1) 953,611 - -
Proceeds from the sale of discontinued operations 29(1) - 718,635 -
Discontinued operations 29 (Iv) - 242,370 419,305
Net cash provided by (used in) investing activities 791,233 350,530 (1,802,317)
CASH FLOWS FROM FINANCING ACTIVITIES
Dividends paid in cash and other distributions to company’s shareholders - (100,237) (100,237)
Dividends paid in cash and other distributions by subsidiary companies - (19,595) (20,000)
Contributions from minority shareholders in consolidated subsidiaries - - 1,165
Proceeds from borrowings 219,037 519,809 4,052,745
Repayments of borrowings (1,141,625) (1,152,886) (2,574,627)
Net cash (used in) provided by financing activities (922,588) (752,909) 1,359,046
INCREASE IN CASH AND CASH EQUIVALENTS 1,030,403 115,134 493,147
MOVEMENT IN CASH AND CASH EQUIVALENTS
At January 1, 1,065,552 1,125,830 632,941
Effect of exchange rate changes (157) (17,518) (258)
Increase in cash and cash equivalents 1,030,403 115,134 493,147
Cash & cash equivalents of discontinued operations at March 31, 2008 - (157,894) -
Cash and cash equivalents at December 31 20 2,095,798 1,065,552 1,125,830

The accompanying notes are an integral part of these consolidated financial statements.
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