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Ternium Announces Second Quarter and First Half 2018 Results

Luxembourg, July 31, 2018 — Ternium S.A. (NYSE: TX) today announced its results for the second quarter period that
ended June 30, 2018.

The financial and operational information contained in this press release is based on Ternium S.A.’s operational data
and consolidated condensed interim financial statements prepared in accordance with IAS 34 “Interim financial

reporting” (IFRS) and presented in US dollars (USD) and metric tons.

Summary of Second Quarter 2018 Results

2Q 2018 1Q 2018 2Q 2017
Steel Shipments (tons) 3,322,000 3,523,000 -6 % 2,641,000 26%
Iron Ore Shipments (tons) 916,000 929,000 -1 % 875,000 5 %
Net Sales (USD million) 3,134.0 2,961.3 6 % 2,322.7 35%
Operating Income (USD million) 650.3 523.1 24 % 392.8 66 %
EBITDA! (USD million) 787.6 665.1 18 % 497.9 58 %
EBITDA Margin (% of net sales) 25.1 % 22.5 % 21.4 %
EBITDA per Ton? (USD) 237.1 188.8 188.5
Income Tax Expense (USD million) (175.7) 41.2) (59.1)
Net Income (USD million) 337.8 422.1 281.8
Equity Holders' Net Income (USD million) 326.6 366.7 249.7
Earnings per ADS? (USD) 1.66 1.87 1.27

E€BITDA of USD787.6 million, 18% higher sequentially, with higher EBITDA margin and lower shipments.
€arnings per ADS of USD1.66, a sequential decrease of USD0.20 per ADS.
Capital expenditures of USD135.5 million, up from USD102.4 million in the first quarter 2018.
Free cash flow of USD414.6 million after USD89.7 million in the first quarter 2018.
Dividends paid to shareholders and non-controlling interest of USD244.9 million.
Net debt position of USD2.4 billion at the end of June 2018, down from USD2.6 billion at the end of March
2018 and equivalent to 1.0 time net debt to EBITDA.

Ternium’s operating income in the second quarter 2018 was USD650.3 million, a USD127.3 million increase
compared to operating income in the first quarter 2018 due mainly to a USD94 increase in steel revenue per ton,
partially offset by a USD54 increase in the steel segment’s operating cost per tort and lower steel shipments. The
decrease in shipments mainly reflected lower shipments of slabs to third parties, as a consequence of a higher level of
slab integration among Ternium subsidiaries, and slightly weaker demand in Mexico and Argentina. Revenue per ton
increased mainly as a result of higher realized prices in Mexico
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and Other Markets, and a lower participation of slabs in the sales mix. Cost per ton increased mainly reflecting higher
purchased slab costs.

Compared to the second quarter 2017, the company’s operating income in the second quarter 2018 increased
USD257.5 million, due mainly to a 681,000-ton increase in shipments and a USD56 increase in steel revenue per ton,
partially offset by a USD28 increase in the steel segment’s operating cost per ton. The increase in shipments mainly
reflected the consolidation of Ternium Brasil's sales in 2018, as demand for steel products remained relatively stable.
Revenue per ton increased mainly as a result of higher realized prices in Ternium's main steel markets, partially offset
by a higher participation of slabs in the sales mix. Cost per ton increased mainly reflecting higher raw material and
purchased slab costs, partially offset by the consolidation of Ternium Brasil's slabs sales in 2018.

The company’s net income in the second quarter 2018 was USD337.8 million, compared to USD422.1 million in the
first quarter 2018. The USD84.3 million decrease in net income was mainly due to higher net financial expenses and a
higher effective tax rate, mostly as a result of the effect of foreign exchange rates fluctuations, partially offset by
higher operating income. Changes in the value of the Mexican peso versus the US dollar produced significant
sequential fluctuations in the effective tax rate, due to changes on deferred taxes, as well as in foreign exchange results
in Ternium’s Mexican subsidiaries. In addition, a significant depreciation of the Argentine peso in the second quarter
2018 resulted in non-cash net foreign exchange losses and net financial instrument losses in Ternium Argentina.

Relative to the prior-year-period, net income in the second quarter 2018 increased USD56.0 million, mainly due to
higher operating income, partially offset by higher net financial expenses and a higher effective tax rate, mostly as a
result of the effect of foreign exchange rate fluctuations.

Summary of First Half 2018 Results

1H 2018 1H 2017

Steel Shipments (tons) 6,844,000 5,116,000 34%
Iron Ore Shipments (tons) 1,845,000 1,738,000 6 %
Net Sales (USD million) 6,095.3 4,397.8 39%
Operating Income (USD million) 1,173.4 757.0 55%
EBITDA (USD million) 1,452.7 962.6 51%
EBITDA Margin (% of net sales) 23.8 % 21.9 %
EBITDA per Ton (USD) 212.2 188.2

Net Income (USD million) 759.9 592.2

Equity Holders' Net Income (USD million) 693.3 511.0

Earnings per ADS (USD) 3.53 2.60

}*ZBITDA5 of USD1.5 billion, a 51% year-over-year increase mainly as a result of higher EBITDA per ton and higher
shipments.

€arnings per ADS of USD3.53, a year-over-year increase of USD0.93 per ADS.

Capital expenditures of USD237.9 million, up from USD182.5 million in the first half 2017.

Operating income in the first half 2018 was USD1.2 billion, a USD416.4 million increase compared to operating
income in the first half 2017 mainly due to a 1.7 million-ton increase in steel shipments and a USD23 higher steel

revenue per ton, partially offset by USD14 higher steel operating cost per ton. In the
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first half 2018, steel demand and prices were higher year-over-year in all of Ternium's main markets. In addition, the
consolidation of Ternium Brasil's slab sales in 2018 contributed to a 1.5 million-ton year-over-year increase in Other
Markets' shipments, and partially offset the increase in realized prices. Cost per ton increased mainly reflecting higher
raw material and purchased slab costs, partially offset by the consolidation of Ternium Brasil's slab sales in 2018.

Net income in the first half 2018 was USD759.9 million, compared to net income of USD592.2 million in the first half
2017. The USD167.7 million increase in the year-over-year comparison was mainly due to higher operating income,
partially offset by higher net financial expenses mostly as a result of the effect of foreign exchange rate fluctuations,

as explained above.

Application of IAS 29 in financial reporting of Argentine subsidiaries and associates

IAS 29 requires that the financial statements of entities whose functional currency is that of a hyperinflationary
economy be adjusted for the effects of changes in a suitable general price index and be expressed in terms of the
current unit of measurement at the closing date of the reporting period. Ternium considers that there is sufficient
evidence to conclude that Argentina is a hyperinflationary economy under the terms of IAS 29 as from July 1, 2018,
and, accordingly, it will apply IAS 29 as from that date in the financial reporting of its subsidiaries and associates
located in Argentina.

Outlook

Following an exceptional performance during the first half of 2018, Ternium expects to continue showing strong
EBITDA levels in the third quarter of the year, with healthy margins, despite lower shipments in Mexico and
Argentina. The company anticipates sequentially lower volumes in Mexico as a result of continued weakness in the
construction market, together with a slight seasonal decrease in the automotive, home appliances and HVAC
industries. In Argentina, shipments are expected to decrease in the third quarter as a result of softening steel demand
triggered by a significant depreciation of the Argentine peso beginning in May 2018 that led to a strong increase in
interest rates in the country.

The introduction in the US of trade measures against imports of steel under section 232 produced a high level of trade
friction in world steel markets, disrupting trade flows and causing an unusually wide gap between prices in the US and
those in the rest of the world. There is significant uncertainty over the sustainability of current steel price levels in the
US market, as trade conditions could continue changing over the following quarters and the current steel price gap
could narrow if trade flows regain strength.

Analysis of Second Quarter 2018 Results

Net gain attributable to Ternium’s equity owners in the second quarter 2018 was USD326.6 million, compared to net
gain attributable to Ternium’s equity owners of USD249.7 million in the second quarter 2017. Including
non-controlling interest, net gain for the second quarter 2018 was USD337.8 million, compared to net gain of
USD281.8 million in the second quarter 2017. Earnings per ADS in the second quarter 2018 were USD1.66,

compared to earnings per ADS of USD1.27 in the second quarter 2017.

Net sales in the second quarter 2018 were USD3.1 billion, or 35% higher than net sales in the second quarter 2017.
The following table outlines Ternium’s consolidated net sales for the second quarter 2018 and the second quarter 2017:
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Net Sales (million

USD)

2Q 2018 2Q 2017 Dif.
Mexico 1,657.4 1,424.2 %
Southern Region 589.3 5635 %
Other Markets 778.8 2709 988
Total steel products net sales 3,025.4 2,258.6 %
Other products! 108.0 64.1 68
Steel segment net sales 3,133.4 2,322.7 %

Mining segment net sales 73.7 55.6 93
Intersegment eliminations (73.1) (55.6)

Net sales 3,134.0 2,322.7 %
I The item "Other products" primarily includes
Ternium Brasil’s and Ternium México’s electricity
sales.

Cost of sales was USD2.2 billion in the second quarter 2018, an increase of USD504.8 million compared to the
second quarter 2017. This was principally due to a USD397.7 million, or 30%, increase in raw material and
consumables used, mainly reflecting a 26% increase in steel shipment volumes and higher purchased slabs, scrap and
zinc costs; and to a USD107.1 million increase in other costs, mainly including a USD44.6 million increase in
maintenance expenses, a USD27.3 million increase in labor costs, a USD24.9 million increase in services and fees and
a USD15.4 million increase in depreciation of property, plant and equipment. The consolidation of Ternium Brasil in
the second quarter 2018 affected all of the above-mentioned components of the cost of sales, as well as the selling,
general and administrative expenses.

Selling, General & Administrative (SG&A) expenses in the second quarter 2018 were USD245.0 million, or 7.8% of
net sales, an increase of USD56.0 million compared to SG&A expenses in the second quarter 2017, mainly due to the
consolidation of Ternium Brasil and related transactions in 2018 (which started in September 2017).

Operating income in the second quarter 2018 was USD650.3 million, or 20.8% of net sales, compared to operating
income of USD392.8 million, or 16.9% of net sales in the second quarter 2017. The following table outlines Ternium’s
operating income by segment for the second quarter 2018 and second quarter 2017:

Steel segment Mining In.t er‘segl.nent Total
segment eliminations
e 2Q 2Q  2Q
USD million 2Q 2018 2Q 2017 2018 2Q 2017 2018 2017 2Q 2018 2Q 2017
Net Sales 3,1334  2,3227 7377 55.6 (73.1)(55.6) 3,134.0 2,322.7
Cost of sales (2,254.6) (1,725.3) (55.3)(53.7) 76.8 50.8 (2,233.0)(1,728.2)
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SG&A expenses (241.5) (186.1) (3.5 (2.9 —
Other operating (expense) income, net (6.0 )(12.7) 04 0.1 —
Operating income 631.3 398.5 153 (0.9) 3.7
EBITDA 754.8 491.7 29.1 10.9 3.7
4

4.7)

4.7)

(245.0)
(5.6)
650.3

787.6

(189.0)
(12.6)
392.8

497.9
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Steel reporting segment

The steel segment’s operating income was USD631.3 million in the second quarter 2018, an increase of USD232.8
million compared to the second quarter 2017, reflecting higher net sales, partially offset by higher operating costs.

Net sales of steel products in the second quarter 2018 increased 34% compared to the second quarter 2017, reflecting a
681,000-ton increase in shipments and higher revenue per ton. Shipments increased 26% year-over-year due to higher
volumes in all of Ternium’s steel markets, especially in Other Markets due to the consolidation of Ternium Brasil.
Revenue per ton increased 6%, mainly as a result of higher realized steel prices in all of Ternium's main steel markets,
partially offset by a higher participation of slabs in the sales mix (which is included in Other Markets).

Net Sales Shipments Revenue/ton

(million USD) (thousand tons) (USD/ton)

2Q 2Q . 2Q 2Q . 2Q 2Q .

2018 2017 P o018 2017 P 2012017 P
Mexico 1,657.41,424216 % 1,721.71,72040 % 963828 16 %
Southern Region 5893 5635 5 % 6042 5994 1 % 975940 4 %
Other Markets 778.8 270.9 188% 995.8 321.0 210% 782844 -7 %

Total steel products

3,025.42,258.634 %

3,321.62,640.826 % 911855 6 %

Other products! 108.0 64.1 68 %

Steel segment 3,133.42,322.735 %
I The item "Other products" primarily includes Ternium Brasil’s and Ternium
Meéxico’s electricity sales.

Operating cost increased 31% in the second quarter 2018, due to the above mentioned 26% increase in shipments and
a 4% increase in cost per ton. The increase in cost per ton year-over-year was mainly the result of higher raw material
and purchased slab costs.

Mining reporting segment

The mining segment’s operating income was a gain of USD15.3 million in the second quarter 2018, compared to a loss
of USDO.9 million in the second quarter 2017, mainly reflecting higher iron ore sales .

Mining products net sales in the second quarter 2018 increased USD18.2 million, mainly as a result of a 27% increase
in revenue per ton and higher shipments. Revenue per ton was USD81, USD17 higher than in the second quarter

2017. Shipments were 916,000 tons, 5% higher than in the second quarter 2017.

Mining segment

2Q 2018 2Q 2017 Dif.
Net Sales (million USD) 73.7 55.6 33%
Shipments (thousand tons) 915.6 8745 5 %
Revenue per ton (USD/ton) 81 64 27 %

Operating cost increased 4% year-over-year, mainly due to the above-mentioned 5% increase in shipment volumes,
partially offset by a reduction of 1% in operating cost per ton.
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EBITDA in the second quarter 2018 was USD787.6 million, or 25.1% of net sales, compared to USD497.9 million, or
21.4% of net sales, in the second quarter 2017.

Net financial results were a USD149.2 million loss in the second quarter 2018, compared to a USD67.1 million loss in
the second quarter 2017. During the second quarter 2018, Ternium’s net financial interest results totaled a loss of
USD27.8 million, compared to a loss of USD19.6 million in the second quarter 2017, mainly reflecting higher net
indebtedness.

Net foreign exchange results were a loss of USD68.5 million in the second quarter 2018 compared to a loss of
USD37.5 million in the second quarter 2017. The net loss in the second quarter 2018 was mainly due to the negative
non-cash impact of the Argentine peso’s 30% depreciation against the U.S. dollar on Ternium Argentina’s US dollar
financial position (which uses the Argentine peso as its functional currency), partially offset by a positive impact of

the Mexican peso’s 8% depreciation against the U.S. dollar on a net short local currency position in Ternium’s Mexican
subsidiaries.

Change in fair value of financial instruments included in net financial results was a USD59.4 million loss in the
second quarter 2018 compared to a USD9.8 million loss in the second quarter 2017. The losses in these periods were
mainly related to certain derivative instruments entered into to compensate for the interest rate charges derived from
Ternium’s Argentine subsidiary's local currency denominated financial debt.

Equity in results of non-consolidated companies was a gain of USD12.4 million in the second quarter 2018, compared
to a gain of USD15.2 million in the second quarter 2017.

Income tax expense in the second quarter 2018 was USD175.7 million, or 34% of income before income tax expense,
compared to an income tax expense of USD59.1 million in the second quarter 2017, or 17% of income before income
tax expense. The effective tax rate in the second quarter 2018 included a non-cash charge on deferred taxes due to the
8% depreciation of the Mexican peso against the U.S. dollar, which reduces, in U.S. dollar terms, the tax base used to
calculate deferred tax at our Mexican subsidiaries (which have the U.S dollar as their functional currency). The
unusually low effective tax rate in the second quarter 2017 was mainly the result of the non-cash gain on deferred
taxes due to the 5% appreciation of the Mexican peso against the US dollar.

Net gain attributable to non-controlling interest in the second quarter 2018 was USD11.2 million, compared to net
gain of USD32.1 million in the same period in 2017.

Analysis of First Half 2018 Results

Net income attributable to Ternium’s equity owners in the first half 2018 was USD693.3 million, compared to
USD511.0 million in the first half 2017. Including non-controlling interest, net income for the first half 2018 was
USD759.9 million, compared to net income of USD592.2 million in the first half 2017. Earnings per ADS in the first
half 2018 were USD3.53, compared to earnings of USD2.60 in in the first half 2017.

Net sales in the first half 2018 were USD6.1 billion, 39% higher than net sales in the first half 2017. The following
table outlines Ternium’s consolidated net sales for the first half 2018 and the first half 2017:

13



Edgar Filing: Ternium S.A. - Form 6-K

Net Sales (million

USD)

1H 1H )

2018 2017 Pif
Mexico 3,172.82,724.016 %
Southern Region 1,226.31,074914 %
Other Markets 1,504.0494.7 204 %

Total steel products net sales 5,903.14,293.6
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