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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 20-F

(Mark One)
O Registration statement pursuant to Section 12(lR¢y) of the Securities Exchange Act of 1¢

or
Annual report pursuant to Section 13 or 15(d) ef 8ecurities Exchange Act of 1934 for the fiscaryended December 31, 20

or
O Transition report pursuant to Section 13 or 15fdhe Securities Exchange Act of 19

or
O  Shell company report pursuant to Section 13 or J16{the Securities Exchange Act of 1¢

Commission file number: 001-327734
(Exact Nar;l;E‘Eel;lslthn!\gs SSpéﬁ:i-ed in its Glrart

N/A
(Translation of registrant’s name into English)

Grand Duchy of Luxembourg
(Jurisdiction of incorporation or organization)

46a, Avenue John F. Kennedy—2 floor
L-1855 Luxembourg
(Address of registrant’s registered office)

Beatriz Rodriguez
46A, Avenue John F. Kennedy—24 floor
L-1855 Luxembourg
Tel. +352 26 68 31 52, Fax. +352 26 68 31 53, eintakembourg@ternium.com
(Name, Telephone, E-Mail and/or Facsimile numbefr Address of Company Contact Person)

Securities registered or to be registered pursisaBection 12(b) of the Act:

Title of Each Clas Name of Each Exchange On Which Regist¢
American Depositary Shares New York Stock Exchange
Ordinary Shares, par value USD1.00 per shar New York Stock Exchange*

* Ordinary shares of Ternium S.A. are not listedtfading but only in connection with the regisivatof American Depositary Shares which
are evidenced by American Depositary Receipts.

Securities registered or to be registered pursteafection 12(g) of the Act:

None

Securities for which there is a reporting obligatmursuant to Section 15(d) of the Act:
None

Indicate the number of outstanding shares of e&thedssuer’s classes of capital or common stac&fdahe close of the period covered
by the annual report.

2,004,743,442 ordinary shares, par value USD1.00rhare



Indicate by check mark if the registrant is a walbwn seasoned issuer, as defined in Rule 405c06#turities Act.
Yes No O

If this report is an annual or transition repantjicate by check mark if the registrant is not regflito file reports pursuant to Section 13
or 15(d) of the Securities Exchange Act of 1934.

Yes 0O No

Note—checking the box above will not relieve angiseant required to file reports pursuant to Secti3 or 15(d) of the Securities
Exchange Act of 1934 from their obligations undede Sections.

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti® or 15(d) of the Securities Excha
Act of 1934 during the preceding 12 months (ordioch shorter period that the registrant was redquodile such reports), and (2) has
been subject to such filing requirements for thet 88 days.

Yes No 0O

Indicate by check mark whether the registrantler@e accelerated filer, an accelerated filer, noa-accelerated filer. See definition of
“accelerated filer and large accelerated filerRinle 12b-2 of the Exchange Act (Check one):

Large accelerated filer Accelerated Filer O Non-accelerated filer O

Indicate by check mark which basis of accountirgrigistrant has used to prepare the financiarsetts included in this filing:

U.S.GAAP 0O International Financial Reporting Standards aseddwy the Internation: Other 0O
Accounting Standards Board [X]

If “Other” has been checked in response to theiptsvquestion indicate by check mark which finahsfatement item the registrant has
elected to follow

ltem 17 O ltem 18 O

If this is an annual report, indicate by check matether the registrant is a shell company (asddfin Rule 12b-2 of the Exchange
Act).

Yes 0O No

Please send copies of notices and communications tihe Securities and Exchange Commission to:

Cristian J.P. Mitrani Robert S. Risoleo, Esq
Mitrani Caballero Ojam Abogados Sullivan & Cromwell LLP
Alicia Moreau de Justo 400, 3 rd Floor 1701 Pennsylvania Avenue. N.W.
C1007AAH - Buenos Aires, Argentina Washington, D.C. 20006

(54-11) 4590-8600 (202) 956-7500
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CERTAIN DEFINED TERMS

In this annual report, unless otherwise specifiei the context so requires:

References to “the Company”, “we”, “us” or “our’eaexclusively to Ternium S.A., a joint stock comiiwn (société anonyme
holding) organized under the laws of the Grand Quah_uxembourg

References t“Terniun” refer to the flat and long steel manufacturingcessing and distribution businesses of variousidisies
of the Company. See notes 1 and 2 to our auditesiadiolated financial statements included elsewhetieis annual report and
Item 4.“Information on the Compa—History and Development of the Comp”;

References to “Amazonia” are to Consorcio Sideaufgnazonia S.L., a Spanish holding company andaidiary of the Company
that holds a 59.73% interest in Sid

References to “the Ternium companies” are to the@my’s manufacturing subsidiaries, namely Sid8tacl.C., an Argentine
corporation (“Siderar”), Sidor C.A., a Venezuelamporation (“Sidor”), Hylsamex, S.A. de C.V., a Mean corporation
(“Hylsame:”) and Grupo Imsa, S.A.B. de C.V., a Mexican corporai* Grupo Ims”), and their respective subsidiari

References to “Ylopa” are to Ylop&ervicos de Consultadoria Lda., a company organindér the laws of Portugal and registe
in the Madeira Free Zon

References to “Usiminas” are to Usinas SiderurgitaMinas Gerais SIA—USIMINAS, a company organiaader the laws of
Brazil and a shareholder of the Comps

References t“Tenari¢’ are to Tenaris S.A., a joint stock corporaticsociété anonymholding) organized under the laws of
Grand Duchy of Luxembourg and a shareholder ofXbmpany;

References t“San Faust” are to San Faustin N.V., a corporation organizettuthe laws of the Netherlands Antilles and
Compan'’s indirect controlling shareholde

References to the “Ternium network” or “Terniumdmtacional” are to an international group of conmgsithat markets and
provides worldwide distribution services for prothuioffered primarily by Terniur

References t“ADS¢” are to the American Depositary Shares which argeenmied by American Depositary Recei|
References t“tons” are to metric tons; one metric ton is equal to @ Kilbgrams, 2,204.62 pounds or 1.102 U.S. (short¥; anc
References t“billions” are to thousands of millions, or 1,000,000,C

PRESENTATION OF CERTAIN FINANCIAL AND OTHER INFORMA TION
Accounting Principles

We prepare our consolidated financial statement®iriormity with International Financial Reportifgandards, or IFRS, as issued by the
International Accounting Standards Board, or IAGBRS differ in certain significant respects frormgeally accepted accounting principles in
the United States, commonly referred to as U.S. BAA
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Currencies

In this annual report, unless otherwise specifiethe context otherwise requires:

. “dollars”, “U.S. dollar” or “USD” each refers to the United States of America dc
. “Argentine pesc’ or“ARP’ each refers to the Argentine pe

. “Venezuelan bolivare* or “VEB” each refers to the Venezuelan bolivar;

. “Mexican pesc’ or “MXN” each refers to the Mexican pe

On December 31, 2007, the exchange rate betweekrgiemtine peso and the U.S. dollar (as publisheBdnco Central de la Republica
Argentina, or the Argentine Central Bank), was ARP3.149=U%D:Lthe noon buying rate for the Venezuelan bolagcertified for customs
purposes by the Federal Reserve Bank of New YoskWEB2.1446=USD 1.00; and the noon buying ratéierMexican peso as published by
the Federal Reserve Bank of New York was MXN10.8169D1.00. Those rates may differ from the actutdsaised in preparation of the
Company’s consolidated financial statements. Waataepresent that any of these currencies coutd haen or could be converted into U.S.
dollars or that U.S. dollars could have been oltaccbe converted into any of these currencies.

Rounding; Comparability of Data

Certain monetary amounts, percentages and othaefgncluded in this annual report have been stibgerounding adjustments. Accordingly,
figures shown as totals in certain tables may eahle arithmetic aggregation of the figures thatpde them, and figures expressed as
percentages in the text may not total 100% orpatiGable, when aggregated may not be the arittnagfjjregation of the percentages that
precede them.

Our Internet Site is Not Part of this Annual Report

We maintain an Internet site at www.ternium.confioimation contained in or otherwise accessibleugtothis website is not a part of this
annual report. All references in this annual repmthese Internet sites are inactive textual ezfees to these URLS, or “uniform resource
locators” and are for your informational referencdy. We assume no responsibility for the inforroatcontained on these sites.

3
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CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STAEMENTS

This annual report and any other oral or writterteshents made by us to the public may contain ‘ddatlooking statements” within the
meaning of and subject to the “safe harbor” pravisiof the Private Securities Litigation Reform AEtL995. This annual report contains
forward-looking statements, including with respeectertain of our plans and current goals and egpieas relating to Ternium’s future
financial condition and performance.

Sections of this annual report that by their natimetain forward-looking statements include, bet mot limited to, Item 3. “Key
Information,” Item 4. “Information on the Companyt&m 5. “Operating and Financial Review and Protgeand Item 11. “Quantitative and
Qualitative Disclosures About Market Risk.”

We use words such as “aim,” “will likely result,ill continue,” “contemplate,” “seek to,” “future,"objective,” “goal,” “should,” “will
pursue,” “anticipate,” “estimate,” “expect,” “prajg” “intend,” “plan,” “believe” and words and tesof similar substance to identify forward-
looking statements, but they are not the only wayidentify such statements. All forward-lookingtstaents are management’s present
expectations of future events and are subjectianaber of factors and uncertainties that could eacsual results to differ materially from
those described in the forward-looking statemdntaddition to the risks related to Ternium’s besis discussed under Item 3. “Key
Information—D. Risk Factors,” other factors coultlise actual results to differ materially from thdsscribed in the forward-looking
statements. These factors include, but are notdarto:

. the impact of the nationalization of Sidor discuksssewhere in this annual repc

. our ability to successfully implement our businssategy or to grow through acquisitions, greedfiglojects, joint ventures and
other investment:

. our ability to successfully integrate the operagiof recent or future acquisitions into the operadiof Ternium
. uncertainties about the degree of growth in thelmemof consumers in the markets in which Terniurarafes and sells its produc

. the impact in the markets in which Ternium operatesxisting and new competitors, including comtoes that offer less expensi
products and services, desirable or innovative yetsd or have extensive resources or better fingneind whose presence may
affect Terniun's customer mix, revenues and profitabil

. other factors or trends affecting the flat and Isteel industry generally and our financial comutitin particular

. general economic and political conditions in thargdes in which Ternium operates or other countvidich have an impact on
Terniun’s business activities or investmer

. the monetary and interest rate policies of the tri@sin which Ternium operate

. inflation or deflation in the countries in whichfi@&um operates

. unanticipated volatility in interest rate

. foreign exchange rate

. the performance of the financial markets globalig & the countries in which Ternium opera
. changes in domestic and foreign laws, regulatiostaxes

. changes in competition and the pricing environméntle countries in which Ternium operat

4
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. regional or general changes in asset valuatiorts

. increases in the prices of raw materials, othepkep or energy or difficulties in acquiring raw tedals or other supplies or ener
supply cu-offs.

By their nature, certain disclosures relating ®sthand other risks are only estimates and coutddberially different from what actually
occurs in the future. As a result, actual futureagar losses that may affect Ternium’s financttdition and results of operations could differ
materially from those that have been estimated. #fmuld not place undue reliance on the forwarditopstatements, which speak only as of
the date of this annual report. Except as requiselhw, we are not under any obligation, and exgyedisclaim any obligation, to update or
alter any forward-looking statements, whether essalt of new information, future events or othessvi

5
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PART 1

ltem 1. Identity of Directors, Senior Management and Advises
Not applicable

Item 2. Offer Statistics and Expected Timetable
Not applicable

Item 3. Key Information
A. Selected Financial Data

The selected consolidated financial data (or selestt combined consolidated financial data, as applitde) set forth below have been
derived from our audited consolidated financial steements (or selected combined consolidated finantistatements, as applicable) for
each of the years and at the dates indicated. Oupnsolidated financial statements were prepared in@ordance with IFRS, as issued by
IASB, and were audited by Price Waterhouse & Co. .L., Argentina, an independent registered public acounting firm that is a
member firm of PricewaterhouseCoopers. IFRS diffeiin certain significant respects from U.S. GAAP.

The audited consolidated financial statements@fQbmpany as of December 31, 2007, and for thetiiearended included in this annual
report consolidate the results and other finardagh of Grupo Imsa, which came under the Compasgyrisrol on July 26, 2007. Accordingly,
the Company’s results and other financial datateryear ended December 31, 2007 varied significénatm the results and other financial
data for the year ended December 31, 2006 and 2005.

The audited consolidated financial statements @Qbmpany as of December 31, 2006, and for thethiearended, and the audited combined
consolidated financial statements of the Compargf &ecember 31, 2005, and for the year then enttsolidate the results and other
financial data of Amazonia and Hylsamex, which camder the control of San Faustin on February @852and on August 22, 2005,
respectively. Accordingly, the Company’s resultd ather financial data for the year ended DecerBtheP006 and 2005 varied significantly
from the results and other financial data for tharg ended December 31, 2004, and 2003.

The audited combined consolidated financial dathh@fCompany as of December 31, 2004 and 2003foautlkde years then ended combine
consolidate the results and other financial dat@ach of Siderar, Ylopa and Ternium Internacioaat] recognize the investment in Amazonia
under the equity method, as of each such datefoaréch of the years then ended, on the basistitét companies were under the common
control of San Faustin as of each such dates arehfth such years. The effect of this presentdgiom show the combined historical results,
financial condition and other data of the varioampanies under the common control of San Faustiihoagh these companies had been our
subsidiaries at the dates and during the yeargpted. For more information, see notes 1, 2 amddit audited consolidated financial
statements included in this annual report. Fosaudision of the currencies used in this annualrteprchange rates and accounting principles
affecting the financial information contained instannual report, see “Presentation of Certainrdiz and Other Information—Accounting
Principles” and “Currencies.”



Table of Contents

In thousands of U.S. dollar.

For the year ended December 3.

(except number of shares and per share dat: 2007 2006?) 2005(1) (2) 2004(1 (2) 2003(1 (2)

Selected consolidated income statement da

IFRS
Continuing operations
Net sales 8,184,38. 6,565,58: 4,449,71. 1,615,18 1,074,52
Cost of sale: (5,796,041 (4,296,97) (2,486,97) (965,004 (671,720
Gross profil 2,388,34. 2,268,60. 1,962,79 650,17" 402,80°
Selling, general and administrative exper (825,807 (624,78 (504,68 (132,887 (133,62
Other operating income (expenses), 23,87 (7,250 (65,949 (3,129 (4,407)
Operating incomi 1,586,40! 1,636,56! 1,392,16. 514,17: 264,78.
Interest expens (142,13) (112,919 (81,609 (18,25 (39,98()
Interest incom 66,87¢ 52,554 32,32« 8,911 6,03¢
Other financial income (expenses), (351,09¢) (322,41) (261,457 211,63! 109,55(
Excess of fair value of net assets acquired ovstr — — 188,35¢ — —
Equity in earnings (losses) of associated comp: (7,065) 4,53¢ 21,52« 209,20: 110,25(
Income before income tax exper 1,152,98! 1,258,32 1,291,30! 925,66: 450,63
Income tax expens (162,64() (262,35¢) (218,497) (177,480 (94,087
Income from continuing operatiol 990,34t 995, 96¢ 1,072,81. 748,17: 356,55!
Discontinued operations
Income from discontinued operatic 10,81¢ — — —
Net income for the yed3) 1,001,161 995,96¢ 1,072,81 748,17! 356,55!
Attributable to:
Equity holders of the Compat 784,49( 795,42: 704,40t 457,33¢ 218,21!
Minority interest 216,67t 200,54. 368,40 290,83¢ 138,33t
1,001,161 995,96¢ 1,072,81 748,17! 356,55.

Depreciation and amortizatic 565,84t 424,49! 316,40! 99,19: 85,47¢
Weighted average number of shares outstariding 2,004,743,44 1,936,833,06 1,209,476,60 1,168,943,63 1,168,943,63
Basic earnings per share for profit attributablén equity

holders of the Compariy’ 0.3¢ 0.41 0.5¢ 0.3¢ 0.1¢
Diluted earnings per share for profit attributatdehe

equity holders of the Compal 0.3¢ 0.41 0.545) 0.3¢ 0.1¢
Dividends per share declar 0.0t 0.0t — — —
Income from continuing operations per shé¥e 0.3¢ 0.41 0.5¢ 0.3¢ 0.1¢
(1) Combined consolidated financial information on bf@sis of common control. See note 2 to our auditetsolidated financial statemer

(@)
®3)

(4)

()

Certain comparative amounts for 2006, 20054284d 2003 have been reclassified to conform togbsiin presentation in the current
period.

International Accounting Standard N° 1 (IAS 1) (Red) requires that income for the year as showhedrincome statement not exclt
minority interest. Earnings per share and Incormmfcontinuing operations per share, however, caatto be calculated on the basis of
income attributable solely to the equity holdershaf Company

As discussed in note 28 to our audited consolidfiteahcial statements, in October 2005, Usiminagharged its 5.3% equity interest
Siderar, its 16.6% equity interest in Amazonia #8d.9.1% equity interest in Ylopa and other itefors227,608,254 new shares of the
Company. Upon the consummation of this exchang@tatancreased to USD1,396.6 million, represeritgd 396,551,886 shares of
USD1.00 nominal value each. Pursuant to certaimipians contained in a subordinated convertible lagreement, on February 6, 2006,
the Company exchanged certain subordinated cobleltians (including interest accrued through Jan8a, 2006) held by a wholly-
owned subsidiary of San Faustin and converted thenshares at a conversion price of USD2 per shiasailting in the issuance of
302,962,261 new shares on February 9, 2006. Adgwdin the Corporate Reorganization Agreemengeoruary 9, 2006, a wholly-
owned subsidiary of San Faustin contributed aiflsofissets and liabilities (including its interesfAmazonia) to the Company in excha
for 959,482,775 newly-issued shares of the Compdtey the settlement of its initial public offerinip connection with the over-
allotment described in note 1 to our audited cddatéd financial statements, on March 1, 2006 Gbmpany issued 22,981,360 new
shares. Upon consummation of the transactions skecliabove, as of December 31, 2006, the capitaed®ompany was increased to
USD2,004.7 million, represented by 2,004,743,442%ah, each having a nominal value of USD1.00. Tients combined earnings per
share for the year ended December 31, 2004 andi2d@8been calculated based on the assumptiof, 68,943,632 shares were iss
and outstanding in each of the periods presentadfiseal years 2007, 2006 and 2005, the weightedaaye of shares outstanding totaled
2,004,743,442, 1,936,833,060 and 1,209,476,60®sha¥spectively

Diluted earnings per share have been calculzitédg effect to the conversion of the Subordida@onvertible Loans. See note 1 to our
audited consolidated financial stateme
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At December 31,

In thousands of U.S. dollars

(except number of shares and per share dz 2007 2006 2005( 1 (2) 2004(1) (2) 2003(1)
Selected consolidated balance sheet de
IFRS
Non-current assets 8,619,29 6,117,28. 6,116,42. 1,728,41! 1,610,81!
Property, plant and equipment, | 6,858,77! 5,420,68 5,463,87. 1,244,69. 1,275,69!
Other non-current asset 1,760,51! 696,60 652,55: 483,71¢ 335,11
Current assets 5,148,01. 2,653,25! 2,543,55! 918,22( 576,07¢
Cash and cash equivalel 1,126,04. 643,35: 765,63( 194,87} 129,02(
Other current asse 3,252,83! 2,002,86. 1,774,76: 723,34} 447,05¢
Non-current assets classified as held for : 769,14: 7,04z 3,16( — —
Total assets 13,767,31 8,770,53! 8,659,98. 2,646,633l 2,186,88:
Capital and reserves attributable to the Com’s equity

holders(4) 4,452,68I 3,757,55! 1,842,45. 1,026,72! 701,82:
Minority interest 1,914,211 1,729,58: 1,733,46! 745,12¢ 550,26
Non-current liabilities 5,415,07. 1,875,89: 3,691,28: 359,51( 677,64¢
Borrowings 3,677,49 548,40: 2,399,87 1,00¢ 283,91«
Deferred income ta 1,337,03! 985,15! 1,048,18: 337,47 374,90
Other nor-current liabilities 400,53! 342,33t 243,22 21,02¢ 18,82¢
Current liabilities 1,985,34! 1,407,50: 1,392,77. 515,26 257,15
Borrowings 407,40¢ 508,69 516,39¢ 121,99¢ 80,23¢
Other current liabilitie: 1,364,18; 898,81 876,37! 393,27: 176,91¢
Liabilities directly associated with n-current assets classifit

as held for sal 213,76: — — — —
Total liabilities 7,400,42! 3,283,39: 5,084,06; 874,77¢ 934,80
Total equity and liabilities 13,767,31 8,770,53 8,659,98 2,646,63 2,186,88!
Number of shares outstandi(®) 2,004,743,44 2,004,743,44 1,396,551,88 1,168,943,63 1,168,943,63

(1) Combined consolidated financial information on liaesis of common control. See note 2 to our auditedolidated financial statemer

(2) Certain comparative amounts for 2006, 2005428fd 2003 have been reclassified to conform tagbsin presentation in the current
period.

(3) As of December 31, 2007, 2006 and 2005, indwgtmdwill related to the acquisition of our Mexicsubsidiaries for a total amount of
USD850.7, USD397.9 million and USD399.7 millionspectively. See note 3 to our audited consolidfitedhcial statement:

(4) The Compan's common stock as of December 31, 2007, 2006, ZIB and 2003 was represented by 2,004,743,48@4 243,442
1,396,551,886, 1,168,943,632 and 1,168,943,63%/gdae USD1.00 per share, for a total amount of 234.7 million, USD
2,004.7 million, USD1,396.6 million, USD1,168.9 twih and USD1,168.9 million, respective

(5) As described in note 28 to our audited constdid financial statements, after the completiothefCompany’s initial public offering, the
conversion of the Subordinated Convertible Loams,exercise of the over-allotment option grantethéounderwriters of the initial
public offering and the consummation of the tratisas contemplated in the Corporate Reorganizaiigreement, 2,004,734,442 shares
were outstanding. In October 2005, Usiminas excbdrig 5.3% equity interest in Siderar, its 16.694ity interest in Amazonia and its
19.1% equity interest in Ylopa and other itemsZ27,608,254 new shares of the Company. Upon theuromation of this exchange,
capital increased to USD1,396.6 million, represeig 1,396,551,886 shares of USD1.00 nominal vp&reshare. Pursuant to certain
provisions contained in a subordinated converlitde agreement, on February 6, 2006, the Compattyagged certain subordinated
convertible loans (including interest accrued tiglodanuary 31, 2006) held by a wholly-owned subsydbf San Faustin and converted
them into shares at a conversion price of USDZpare, resulting in the issuance of 302,962,261 steares on February 9, 2006. As
provided in the Corporate Reorganization Agreemamt-ebruary 9, 2006, a wholgwned subsidiary of San Faustin contributed aifst
assets and liabilities (including its interest imazonia) to the Company in exchange for 959,482n&rdy-issued shares of the Compi
after the settlement of its initial public offerinign connection with the over-allotment describedote 1 to our audited consolidated
financial statements, on March 1, 2006, the Compssyed 22,981,360 new shares. Upon consummatithe dfansactions discussed
above, as of December 31, 2006, the capital wasased to USD2,004.7 million, represented by 2,0MBl442 shares, each having a
nominal value of USD1.0(

B. Capitalization and Indebtedness
Not applicable
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C. Reasons for the Offer and Use of Proceeds
Not applicable

D. Risk Factors

You should carefully consider the risks and undeti@s described below, together with all otheoimiation contained in this annual report,
before making any investment decision. Any of thiske and uncertainties could have a material adgeeffect on our business, financial
condition and results of operations, which couldum affect the price of the Company’s shares Ab$s.

Risks relating to the Sidor nationalization process

We hold approximately 59.7% of Sidor, while Corpméam Venezolana de Guayana, or CVG (a Venezuelaargmental entity) and
Banco de Desarrollo Econémico y Social de Venez, or BANDES (a bank owned by the Venezuelan govemtjrhold approximately 20.4
of Sidor and certain Sidor employees and formerleyggs hold approximately 20%. On April 8, 200& Wenezuelan government announced
its intention to take control over Sidor, and orriRp9, 2008, the National Assembly of the Republid/enezuela passed a resolution decla
that the shares of Sidor, together with all ofigsets, are of public and social interest. On M&gy2008, Decree Law 6058 regulating the steel
production activity in the Guayana, Venezuela radibe “Decree”) became effective upon publicafioivenezuela’s Official Gazette. The
Decree orders that Sidor and its subsidiaries asdcated companies be transformed into state-oeneprises (¢mpresas del estadp
with Venezuela owning not less than 60% of thearsitapital. The discussions with the Venezuelarigonent regarding the adequate and
fair terms and conditions upon which all or a sfigaint part of our interest in Sidor would be trmeed to Venezuela are presently under way.
Pursuant to the Decree, the date on which contred 8idor would be transferred to Venezuela wowahbt later than July 12, 2008. For more
information on the Sidor nationalization procedsape see Item 4. “Information on the Company—/~Atétiy and Development of the
Company—Sidor Nationalization Process.”

The nationalization of Sidor involves several rigksl uncertainties and may have a material adw$fset on our business, financial
condition and results of operations, as furthecdlesd in this annual report.

The nationalization of Sidor will result in futuregeductions to our production volumes and could rédfsim future reductions to our
anticipated operating results and cash generation.

The potential impact on our results of operatioms inancial position of the Venezuelan governmaaitons with respect to Sidor is not
determinable at this time, but will result in futireductions to our production volumes and coudilten future reductions to our anticipated
operating results and cash generation. For examwgl@xpect our production volumes in 2008 to baifizantly lower than in 2007 as a result
of the Sidor nationalization. Upon the completidnihe Sidor nationalization, we may lose all oigngicant part of our presence in the
Venezuelan domestic markets and our competitivéiposn other regional markets, including Colomhiaay be adversely affected. In
addition, the loss of Sidor may result in our itigpto realize certain expected synergies from acguisitions and investments.

Furthermore, during the five years following conae of its 2003 financial debt restructuring, Siddusiness has improved
significantly and Sidor has paid material amouateur wholly-owned subsidiary Ylopa, as well atéG, as compensation under the
participation account agreements entered into Witipa and CVG in connection with the restructurafgSidor’s financial debt in 2003.
Following completion of the Sidor nationalizatiame could no longer receive such payments, which atsersely affect our financial
condition and results of operations.

We may not receive immediate compensation for ouerest in Sidor, and any such compensation may hetfair or adequate.

The Decree provides for the creation of a commiteenposed of representatives of the governmenttengrivate shareholders of Sidor
and its subsidiaries and affiliated companies ggatiate over a 60-day period a fair price forghares to be transferred to Venezuela, together
with the terms and conditions of the possible padition of such private shareholders in the shapétal of Sidor. In the event the parties fail
to reach agreement regarding the terms and condifar the transformation of Sidor and its subsid&and associated companies into state-
owned enterprises by the expiration of
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the 60-day period, as such term may be extended/eéhezuelan Ministry of Basic Industries and Minshall assume control and exclusive
operation of Sidor, and the Executive Branch staler the expropriation of the shares of the releecampanies. Accordingly, if we fail to
reach agreement with the Venezuelan governmenpwnoership interest in Sidor could be eliminatedgdther, potentially without any
immediate compensation.

In addition, while the Decree does not provide aalyation criteria for the shares to be transfeteedenezuela, it specifies that any
expropriation compensation shall not include lasfips (“ lucro cesant&) or indirect damages. While, in order to mitigai@mages, we are
prepared to negotiate with the Venezuelan goverhmegiarding the terms and conditions upon whicloal significant part of our interest in
Sidor would be transferred to Venezuela, we cae givassurance that the Venezuelan governmeragvile to pay a fair and adequate
compensation for our interest in Sidor, or that angh compensation will be freely convertible intaeexchangeable for foreign currency. We
may be forced to engage in litigation proceduresnimrce our rights under contracts, investmerttiees and Venezuelan and international law,
and the time, costs and management efforts asedaidth such litigation may be significant.

As part of the Sidor nationalization process, tlem&zuelan government and state-owned entitiesthaea actions that may have a
significant impact on Sidor’s financial conditiondaresults of operations. For example, in late 2698, the Venezuelan tax authorities
initiated a tax assessment against Sidor involinegme taxes for fiscal years 2003, 2004, 20056241 2007 alleging omitted payments il
aggregate principal amount of VEB1,438.6 million ((6D669.1 million.) The Venezuelan authorities éianitiated audits in other areas,
including tax and environmental compliance, and ima@yg additional claims against Sidor under Vergan law. Sidor has challenged the tax
assessment and believes that is and has alwaysrbeempliance with all applicable Venezuelan lamsl regulations, and that there are no
grounds for any such claims. While we will defendselves vigorously against any attempt by the Yaakn government to lower the
compensation for our interest in Sidor as a resfudiny such claims, we may not succeed in our &ffior obtain a fair compensation.

Risks Relating to the Steel Industry
The demand for Ternium’s products is affected byegal factors, including cyclicality.

The steel industry is highly cyclical in nature asd¢haracterized by intense competition. The fam@rcondition and results of operations
of steel companies are generally affected by varfaators, including fluctuations in gross domeptioduct, related market demand, global
production capacity, tariffs, cyclicality in theduastries that purchase steel products and oth&rabeyond Terniung’ control. The demand fi
and prices of Ternium’s products are directly affecoy these fluctuations. For example, the Termiompanies depend on construction
activity within their primary markets for a largeoportion of their sales. Construction activityciglical and significantly affected by changes
in global and local economic conditions. A prolodgecession in the construction sector, or in drth@ other industry sectors that purchase
Ternium’s products, in Argentina, Mexico or, urttie consummation of the Sidor nationalization pss¢c&enezuela (where most of Ternium’s
operations are conducted and domestic sales geted) could result in a significant decrease imilen’s operational and sales performance.
In addition, like other manufacturers of steel4etbproducts, the Ternium companies have fixedsamdi-fixed costs that cannot adjust rapidly
to fluctuations in the demand for their productgldmand for Ternium’s products falls significantige impossibility of rapidly adjusting these
costs could adversely affect Ternium'’s profitakilit

Like other steel companies, Ternium is vulnerablevents affecting the steel industry as a whaieh ss imbalances between supply and
demand. For example, the impact of new productailifies could result in imbalances between sugplgt demand; for example, China has
moved from being a net importer of steel in 2004 twet exporter of a significant volume in 2006.r8ver, due to high start-up costs, the
economics of operating a steel mill continuouslyldeencourage mill operators to maintain high lewafloutput, even in times of low demand,
which exacerbates the pressures on industry praigins. Although the demand for steel has grownedent years, the world steel industry
been affected in the past by generally sluggishatehand substantial excess worldwide steel proolucfis a result of the general excess
capacity in the industry, the world steel industgs subject to substantial downward pricing pressuhich negatively impacted the results of
steel companies in the second half of 2000 anéiiee year of 2001. For example, as a result@dehadverse trends, Sidor experienced
significant financial losses and consequently uestired its debt in 2000 and again in 2003. Intéonal steel prices generally improved
beginning in 2003. However, this new period of higltes for steel has encouraged reactivation dfiavestment in production capacity and,
consequently, over-supply has led to a declinédal prices beginning in the last quarter of 208d eontinuing through 2005. Nevertheless,
prices in 2005 reached generally higher levels thase prevailing in 2001 through 2003. Steel grizegan to recover in 2006, exceeding t
of 2005, as a
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result of better global economic performance, kightly decreasing towards the second half of tearyDuring 2007, steel prices continued on
an upward trend until a peak in the third quartet declined towards the end of the year, while iaing at a higher level than at the end of
2006. If an event occurs that has a negative effethe steel industry, such as excess productipadity or increased competition in our main
steel markets, Ternium’s ability to expand saledianrease production in general will be constrdjrand as a result, it may not be able to
maintain its recent rate of growth in revenuesttr@mmore, due to the highly cyclical nature of sheel industry, recent results may not be
indicative of future performance, and historicauks may not be comparable to future results.dtors should not rely on the results of a
single period, particularly a period of peak pric&s an indication of Ternium’s annual resultsutuffe performance.

Sales and revenues may fall as a result of fluctioats in industry inventory levels.

Inventory levels of steel products held by compatiat purchase Ternium’s products can vary sicgnifily from period to period. These
fluctuations can temporarily affect the demandTernium’s products, as customers draw from exisitiwgntory during periods of low
investment in construction and the other industigtars that purchase Ternium’s products and acateinventory during periods of high
investment and, as a result, these companies maunchase additional steel products or maintadir turrent purchasing volume.
Accordingly, Ternium may not be able to increasenaintain its current levels of sales volumes @rqs:.

Price fluctuations or shortages in the supply ofwamaterials, other supplies and energy could adedysaffect Ternium’s profits.

Like other manufacturers of steel-related produbgsnium’s operations require substantial amoufitaw materials and energy from
domestic and foreign suppliers. In particular, Teenium companies consume large quantities of aren scrap, ferroalloys, electricity, coal,
natural gas, oxygen and other gases in operat&ighilast and electric furnaces. In addition, simeeacquired control over Grupo Imsa,
Ternium has become a large consumer of slabs,nubtald rolled steel, and semi-finished steel fothad are used as inputs in the production
process. Also, the availability and price of a ffigant portion of the raw materials and energyniem requires are subject to market
conditions and government regulation affecting $yjppd demand. For example, shortages of natusailrgArgentina and the consequent
supply restrictions imposed by the government ctedd to higher costs of production and eventuallgroduction cutbacks at Ternium’s
facilities in Argentina. See “—Risks Relating t@t@ountries in Which We Operate—Argentina—Restitdion the supply of energy to
Ternium’s operations in Argentina could curtail iiem’s production and negatively impact Terniungsults of operations.” In the past,
Ternium has been able to procure sufficient suppferaw materials and energy inputs to meet ivslpection needs; however, it could be
unable to procure adequate supplies in the fulmg.protracted interruption, discontinuation or ethlisruption of the supply of principal
inputs to the Ternium companies (including as altex strikes, lockouts or other problems) woutdult in lost sales and would have a
material adverse effect on Ternium’s business.example, during 2007 Companhia Vale do Rio Doc&/RD”), our main supplier of iron
ore, was unable to provide us with the quantitfdsom ore required for our Argentine operatiomsaddition, there was limited transportation
capacity from Brazil to Argentina through the Paragand Parana rivers. For further informationtegldo raw materials and energy
requirements, see Item 4. “Information on the ComypaRaw Materials and Energy.”

Furthermore, estimated amounts of reserves ofdrerfrom our mining operations in Mexico or fronose of Ternium’s suppliers may
not be recovered, and these suppliers may reviserserve estimates based on actual productiparence. Reserves may not conform to
geological, metallurgical or other expectationg] #re volume and quality of iron ore recovered rbaypelow the expected levels.

As the steel industry is highly competitive witlspect to price, product quality, customer serviog @chnological advances, worldwide
competition in the steel industry has frequenttyited the ability of steel producers to raise thieepof finished products to recover higher raw
material and energy costs. Moreover, in some césegovernments of some countries are reluctans(eurrently the case in Argentina) to
accept price increases of products which are usedva materials for the manufacture of other goedssuch increases could ultimately impact
the inflation rate and in the prices paid by “eldsumers” of those goods (e.qg., tinplate for caarsdl, in some other cases governments (as is
currently the case in Venezuela) restrict the ghif companies to pass on to the domestic madwmtsncreases in international prices.
Accordingly, increased purchase costs of raw matedand energy might not be recoverable througteased product prices, which would
reduce Ternium’s gross profit and revenues.

11



Table of Contents

Furthermore, limited availability of raw materiasother inputs could cause Ternium to curtail jicithn, which could adversely affect
Ternium’s sales and profitability. For further infioation related to raw materials, see Item 4. ‘infation on the Company—Raw Materials
and Energy.”

The Ternium companies depend on a limited numberkefy suppliers.

The Ternium companies depend on certain key supgdhe their requirements of raw materials and gpefhe Ternium companies have
entered into long-term contracts for the supplg sfibstantial portion of their principal inputsdanis expected that they will maintain and,
depending on the circumstances, renew these ctstktowever, if any of the key suppliers fails &lider or there is a failure to renew these
contracts, the Ternium companies could face limieckess to raw materials and energy, higher costslelays resulting from the need to
obtain their raw material and energy requirememsifother suppliers. As an example, in 2007 CVRID,roain supplier of iron ore, was
unable to provide Siderar with the quantities oniore that it required, forcing Siderar to impiooh ore from our Mexican subsidiary.

Intense competition could cause Ternium to losestsare in certain markets and adversely affectsedes and revenues.

Ternium’s main operating subsidiaries have a sulislamarket share in their countries of operatidrere they maintain long-term
relationships with their clients. Any fall in denthim these markets due to weak economic conditiorgher reasons could adversely affect the
operations of these subsidiaries and could redéaess and the focus of Ternium’s business to atiagkets. Competition in the global and
regional markets could also be affected by antidaghpnd countervailing duties imposed on some predilin major steel markets and by the
removal of barriers to imported products in thogentries where the Ternium companies direct thadgss For further information please refer
to Item 4. “Information on the Company—Regulationrade regulations.” Also, Ternium’s foreign compatit would benefit from any fall in
the value of their domestic currencies relativeheU.S. dollar, reducing their operating costs ierating their products more competitive.

The market for Terniung’ steel products is highly competitive, particylarith respect to price, quality and service. Inhbthe global an
regional markets, Ternium competes against otlarayland local producers of flat and long steetipots, which in some cases have greater
financial and operating resources. In additionesgcompetitors are implementing modernizatiorgprmns and expanding their production
capacity for products that could compete with thafs€ernium. To the extent that these producersivecmore efficient, Ternium could
confront stronger competition and could fail togaeve its current shares of the relevant geographpcoduct markets. See Item 4.
“Information on the Company—Competition.” Moreoveompetition from alternative materials (includipigstic, aluminum, ceramics, glass,
wood and concrete) could adversely affect the dehfian and consequently the market prices of, aesteel products and, accordingly, could
affect the sales volume and revenue of Terniumisrslibsidiaries.

In addition, there has been a trend in recent yearard steel industry consolidation among Ternsgompetitors, and smaller
competitors in the steel market today could bectamger competitors in the future. For example, Atiar Arbed and Usinor merged in
February 2002 to create Arcelor, and LNM Holdingd #&spat International merged in October 2004 &at Mittal Steel, which subsequently
acquired International Steel Group. Furthermorduine 2006, Mittal Steel and Arcelor merged to tertlae world’s largest steel company,
Arcelor Mittal. Regional players in Ternium’s mat&dave also experienced consolidation throughiaitigms; for example, Siderperu was
acquired by Grupo Gerdau of Brazil in 2006, SieadEMexico was acquired by Arcelor Mittal in Dedeen 2006 and Aceria Paz del Rio of
Colombia was acquired by Brazilian Votorantim infgta2007. Competition from global and regional kteanufacturers with expanded
production capacity such as Arcelor Mittal and maarket entrants, especially from China, could tesusignificant price competition,
declining margins and reductions in revenue. Temsuarger competitors could use their resourcesreg Ternium in a variety of ways,
including by making additional acquisitions, iniegtmore aggressively in product development anécity and displacing demand for
Ternium’s products in certain markets. As a result of sSncteased competition, Ternium may also lose maskete, and its sales volumes .
revenues could decline.
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The steel industry is capital intensive and if Téam is not able to obtain the capital resources tégd to continue to modernize and
upgrade its facilities, Ternium’s results of operahs and growth prospects may be adversely affected

The production of steel is capital intensive ansie®f Ternium’s competitors have announced plamsake substantial investments in
new equipment and to upgrade existing productigitiias. In order to maintain its competitive sigths, Ternium would typically be expect
to continue to modernize its production procesgkesit and equipment, which would require g@oing capital investments. Moreover, as a re
of its acquisitions and internal growth, Terniurhlssiness may require capital expenditures in thedu Ternium may not have adequate
sources of funds for any future capital expendguasd additional financing, if needed, may noabailable to Ternium or, if available, may
not be obtained on terms acceptable to Terniumaatiiin the limitations contained in Ternium’s exigj debt instruments or any future
financings. Failure to obtain the required fundsldalelay or prevent the completion of some of Tamis capital projects, which could result
in decreased sales.

Risks Relating to our Business

If Ternium does not successfully implement its bnsgs strategy, its opportunities for growth and @smpetitive position could be
adversely affected.

Ternium plans to continue implementing its busiretsstegy of further integrating the operating amatketing activities of the Ternium
companies, developing value-added products, progidervices to a wider range of clients in the llaca export markets, gain further access
to iron ore and other inputs, increasing its speetiuction and continuing to pursue strategic aitjan opportunities. Any of these compone
or Ternium’s overall business strategy could beyed or abandoned or could cost more than antepany of which could impact its
competitive position and reduce its revenue anéitphility. For example, Ternium could fail to ddep its commercial network and lose
market share in its export markets. Even if Ternguocessfully implements its business strategyaly not yield the desired goals.

Recent and future acquisitions, greenfield projectignificant investments and strategic alliancesutd disrupt Ternium’s operations an
adversely affect its profits. Ternium may not rezdi the benefits it expects from these businesssiens.

A key element of Ternium’s business strategy islémtify and pursue growth-enhancing strategic opities. As part of this growth
strategy, Ternium has acquired interests in varcmmspanies and engaged in strategic alliances; asitie acquisition of Hylsamex, one of the
main steel producers in Mexico; the acquisitioaiftrol over Grupo Imsa, another leading produdér eperations in Mexico, the United
States of America and Guatemala; the acquisitich®fissets and facilities of Acindar Industriaérgna de Aceros S.A. (“Acindar”), related
to the production of welded steel pipes in the proe of Santa Fe in Argentina; the acquisition @% of the issued and outstanding shares of
Impeco S.A. (“Impeco”), which in turn owned a pldmtated in the province of San Luis in Argentiaad the acquisition of the 50% interest
not previously owned by Hylsamex in Acerex S.AQGI¥. (“Acerex”), a service center in Mexico thabpesses steel to produce short length
and thin steel sheets in various widths.

We will continue actively to consider other capitalestments, strategic acquisitions, greenfielgjguts and partnerships from time to
time. For example, we are considering increasinmgsteelmaking capabilities through greenfield petgen Latin America. We must necesse
base any assessment of potential capital invesgnaoquisitions, greenfield projects and alliarmesissumptions with respect to operations,
profitability and other matters that may subsedyemiove to be incorrect. Our recent and futureuggitjons, investments and alliances may
perform in accordance with our expectations anddcadversely affect our operations and profitapilEurthermore, we may fail to find
suitable acquisition targets or fail to consumnmateacquisitions under favorable conditions, orlddae unable to successfully integrate any
acquired businesses into our operations. Moreoveimay also acquire, as part of future acquisitiassets unrelated to our business, and we
may not be able to integrate them or sell them ufalerable terms and conditions.

These risks, and the fact that integration of asguaed businesses will require a significant antairthe time and resources of
Ternium’s management and employees, could disragtiim’s ongoing business and could have a matadatrse effect on its business,
financial condition and results of operations.
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Ternium may be required to record a significant cigge to earnings if it must reassess its goodwillather amortizable intangible assets.

In accordance with IFRS, management must tesf dlemium’s goodwill, intangibles assets with adefinite useful life and intangible
assets not yet available for use annually for impant, or more frequently if there are indicatdréngpairment, and recognize a non-cash
charge in an amount equal to the impairment. Imeotion with the acquisition of Hylsamex and thei®@r Imsa transaction, Ternium recorded
USD850.7 million in goodwill as of December 31, ZOUf Ternium’s management were to determine infthere that the goodwill from the
acquisition of Hylsamex or the Grupo Imsa trangactvas impaired, Ternium would be required to reimga non-cash charge to write down
the value of this goodwill, which would adverseffeat Ternium'’s financial condition and resultsagferations.

Labor disputes at Ternium’s operating subsidiariesuld result in work stoppages and disruptions terfiium’s operations.

A substantial majority of Ternium’s employees atritanufacturing subsidiaries are represented loy lafions and are covered by
collective bargaining or similar agreements, whacé subject to periodic renegotiation. Strikes orkastoppages could occur prior to or during
the negotiations leading to new collective bargairagreements, during wage and benefits negot&atoroccasionally, during other periods
for other reasons.

In Venezuela, Sidor from time to time suffered labisruptions, including plant stoppages in 2008 2004 and strikes and work
slowdowns in 2006 and in February 2008; furthermtire April 2008 announcement of the Venezuelaregawent'’s intention to nationalize
Sidor was made during the ongoing negotiationgirgldo the renewal of the prior collective bargagagreement. For more information on
the Sidor nationalization process, see Iltem 4 otimfation on the Company—A. History and Developnadithe Company—Sidor
Nationalization Proce<” In Argentina, the negotiations leading to the nadustry-wide collective bargaining agreementtietato the steel
industry lasted for over two months and, for a speriod of time, involved work slowdowns in somaris. For more information on the new
collective bargaining agreement applicable to nedS8iderar's employees in Argentina, see Item @réEtors, Senior Management and
Employees—D. Employees—Argentina.” In Mexico, etieough the various measures that TernaiiMexican subsidiaries have taken in o
to become more competitive have not resulted inisggnt labor unrest thus far, Ternium could suff&ant stoppages or strikes as a result of
future workforce reductions in connection withpr®ductivity improvement and cost reduction plahstnium may not be able to maintain a
satisfactory relationship with its employees, any future stoppage, strike, disruption of operationnew collective bargaining agreements
could result in lost sales and could increase Tients costs. For more information on labor relatisee Item 6. “Directors, Senior
Management and Employees—D. Employees.”

Ternium'’s related party transactions with companiesentrolled by San Faustin may not always be omteras favorable as those that
could be obtained from unaffiliated third parties.

Some of Ternium’s sales and purchases are madealtiy@n other companies controlled by San Fau$tiese sales and purchases are
primarily made in the ordinary course of busines& we believe that they are made on terms nddessable than those we could obtain from
unaffiliated third parties. Ternium will continue €ngage in related party transactions in the éjtand these transactions may not be on terms
as favorable as those that could be obtained freaffiliated third parties. For information concergithe principal transactions between
Ternium and related parties, see Item 7. “Majorr8halders and Related Party Transactions—B. ReR#ety Transactions.”

A significant rise in interest rates, changes in@ange rates, or any limitation in the Ternium corapies’ ability to hedge against
financial risks could adversely affect Ternium’s Biness and results.

Changes in interest rates affect the amount ofilier’s interest payments as well as the value dbied rate debt. Most of Ternium’s
long-term borrowings are at variable rates, and@tngly, Ternium is exposed to the risk of incedterest expense in the event of a
significant rise in interest rates. Moreover, astabhtial rise in interest rates in developed ecaesmsuch as the United States of America could
adversely affect the economies in the countriesrvfiernium conducts its operations and markefsrdducts and would increase Ternium’s
debt service requirements for its floating ratetdék of March 31, 2008, Ternium total indebtedneas USD 3.18 billion.
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The international operations of the Ternium comearixpose them to a variety of financial risksluding the effects of changes in
foreign currency, exchange rates and interest.ratgsrtion of Ternium’s business is carried outinrencies other than the U.S. dollar. As a
result of this foreign currency exposure, excharage fluctuations impact the Ternium companiesults as reported in their income statem
in the form of both translation risk and transactitsk. In addition, interest rate movements creatiegree of risk by affecting the amount of
Ternium companies’ interest payments. In the omgicaurse of business, the Ternium companies fiora to time enter into exchange rate
and interest rate derivatives agreements to mathagreexposure to exchange rate and interest heteges. Future regulatory or financial
restrictions in the countries where Ternium operatay affect its ability to mitigate its exposuodihancial risks, and thus cause an adverse
impact on Ternium'’s results of operations and feiahcondition.

Risks Relating to our Mining Activities

Iron ore is one of the principal raw materials ubgdrernium’s operating subsidiaries. Ternium owrsrests in two iron ore mining
companies in Mexico: a 100% interest in Las Encarada 50% interest in Pefia Colorada, which opeMexico’s largest iron ore mine. In
addition, Ternium is considering expanding its mgnactivities in the future. Our present and futmiaing activities are or would be subject to
particular risks, as follows:

Our mining activities depend on governmental consiess and on our ability to reach and maintain leasigreements (or other
agreements for the use of land) with the owner bétreal estate where the mines are located.

Our mining activities are subject to specific regigns and depend on concessions and authorizagransed by governmental authorit
Amendments to applicable law and regulations mangk the terms pursuant to which we are requir@ditsue our exploration, mining and
mineral processing activities. Such amendments negyire modifications to the processes and teclyiedoused in our mining activities,
leading to unexpected capital expenditures. Ifréhevant government authority determines that veenatt in compliance with our obligations
concessionaries, it may terminate our concessiorth€rmore, in order to explore or exploit miness ihecessary to obtain the right to occupy
and use the land where the mines are situated. tBoeigh government regulations frequently estalgisivisions intended to facilitate the
establishment of such rights, in some cases it lpeagifficult to reach and maintain agreements withowners or such agreements may be
excessively onerous. If we are unable to estabighand occupancy rights, our mining activities in@yeriously compromised.

Our exploration activities are subject to uncertdies as to the result of such exploration; everthe exploration activities lead to the
discovery of mineral deposits, the effective exfdtion of such deposits remains subject to seveisis.

Exploration activities are highly speculative, ihw®substantial risks and may be unproductive. Vg incur in substantial costs for
exploration which do not yield the expected resultee failure to find sufficient and adequate ressrcould adversely affect our business. In
addition, even if mineral deposits are discovecen,ability to pursue exploitation activities mag tielayed for a long time during which mau
conditions may vary. Significant resources and tiraed to be invested in order to establish mimeissdurces through exploration, define the
appropriate processes that shall be undertakeainoetvironmental licenses, concessions and otrenifs, build the necessary facilities and
infrastructure for greenfield properties and obthia ore or extract the metals from the ore. IfGgget does not turn out to be economically
feasible by the time we are able to exploit it, way incur in substantial write-offs.

Our expected costs for exploration or exploitatiactivities may vary significantly and affect our pgcted results.

We may be subject to increased costs or delaysiat¢quisition of adequate equipment for the expiom and exploitation activities
and/or involving metallurgical and other technot@diprocesses arising during the miekploitation. We may also fail to obtain any resee
permits, or experience significant delays in cotioeowith the issuance of such permits. Adverseimgirtonditions, whether permanent or
temporary, may lead to a significant increase ancosgts and/or affect our ability to produce thpepted quantities of mineral. Communities
living near areas where we operate may take actoppose and interfere with our activities. Altloe above may adversely hamper our
ability to conduct our mining activities as planreetl affect our expected results.
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Risks Relating to the Structure of the Company

As a holding company, our ability to pay dividendsd obtain financing depends on the results of optons and financial condition of
our subsidiaries and could be restricted by legadntractual or other limitations.

We conduct all of our operations through our subsies. Dividends or other intercompany transférinds from our subsidiaries are
expected to be our primary source of funds to payeapenses, debt service and dividends. We wilbeaconducting operations at the holding
company level.

The ability of our subsidiaries to pay dividendsl amake other payments to us will depend on thsinlte of operations and financial
conditions and could be, including in the circumsts described below, restricted by, among othiegshapplicable corporate and other laws
and regulations, including those imposing foreigohange controls, and agreements and commitmestschfsubsidiaries. In addition, our
ability to pay dividends is subject to legal andestrequirements and restrictions at the holdinggany level. For example, we may only m
distributions out of net profits, retained earniagsl available reserves and premiums, each asedafimder Luxembourg regulations.

The Company’s controlling shareholder may be abtetake actions that do not reflect the will or basterests of other shareholders.

As of June 4, 2008, San Faustin beneficially ows@06% and Tenaris, which is also controlled by Bamnstin, held 11.46% of our
outstanding voting stock. Rocca & Partners contmaggnificant portion of the voting power of Saawktin and has the ability to influence
matters affecting, or submitted to a vote of, thareholders of San Faustin. As a result, Roccar&®as is indirectly able to elect a substantial
majority of the members of our board of directand &as the power to determine the outcome of nuitres requiring shareholder approval,
including, subject to the requirements of Luxemlgdarv, the payment of dividends by us. The decsioiithe controlling shareholder may not
reflect the will or best interests of other shatdbos. For example, our articles of associatiomyieour board of directors to waive, limit or
suppress preemptive rights in certain cases. Aaeglsd our controlling shareholder may cause owarboof directors to approve an issuance of
shares for consideration without preemptive rigtitsreby diluting the minority interest in the Coang. See “—Risk Factors—Risks Relating
to our ADSs—Holders of our shares and ADSs in thédd States may not be able to exercise preemptties in certain cases.”

Remaining minority interests in the Company’s subliiries could delay or impede our ability to compdepur strategy.

We do not own one hundred percent of the inteiastsr subsidiaries. As of May 30, 2008, approxiehaB4.3% of Siderar was publicly
held and approximately 4.8% was held by certair@idemployees. As of the date of this annual teppproximately 20.3% of Sidor was
held by the Corporacion Venezolana de Guayana @ (3/Venezuelan governmental entity) &ahco de Desarrollo Econémico y Social de
Venezuela or BANDES (a bank owned by the Venezuelan govemth and approximately 20% was held by certaimSénployees and
former employees. For more information on the redewelopments relating to the Sidor nationalizapoocess, see Item 4. “Information on
the Company—A. History and Development of the ConypaSidor Nationalization Process.” To the extemt thther interests in Siderar and
Sidor remain outstanding, those remaining minasitgreholders could prevent Ternium from takingoadtithat, while beneficial to us at the
holding company level, might not be beneficialta tevel of any of our individual subsidiaries. &sesult, we could be delayed or impeded in
the full implementation of our strategy or the nmigation of Ternium’s competitive strengths.

We will be subject to a capital duty on any capitatrease in connection with our corporate reorgaaaition if the relief obtained from the
Luxembourg tax authorities is successfully challead,.

Under Luxembourg law, any increase in the capital buxembourg company is subject to a capital d@gpital contributions to a
Luxembourg company involving all of the assets ketilities of a company organized in a Europeanddnor EU, member country are
exempt from such capital duty. Our corporate reoimgtions in late 2005 and early 2006, consistihg series of such contributions of assets
and liabilities by EU companies to the Company gadlified for such exemption and we obtained comdition from the Luxembourg tax
authorities of the availability of the exemptionthwvi

16



Table of Contents

respect to each such contribution. However, ifrtiief granted is successfully challenged, we bélsubject to a 1% capital duty on the am
of the corresponding capital increase, plus anyicgige penalties.

Our tax-exempt status will terminate on December, 2010. If we are unable to mitigate the consequesof the termination of our
preferential tax regime, we or our shareholders mlag subject to a higher tax burden in the future.

We were established asaciété anonymieolding under Luxembourg’s 1929 holding companyimegand the “billionaire” provisions
relating thereto. 1929 holding companies are exdropt Luxembourg corporate income tax over incoragwvetd from low tax jurisdictions ai
withholding tax over dividends distributions to Hets of our shares and ADSs. Following a decisiothb European Commission, the Grand
Duchy of Luxembourg has terminated its 1929 holdiompany regime, effective January 1, 2007. Howewader the implementing
legislation, pre-existing publicly-listed compani@scluding us- are entitled to continue benefitfingm their current tax regime until
December 31, 2010. If we are unable to mitigatectiressequences of the termination of our preferketatiaregime by that year, we or our
shareholders may be subject to a higher tax burdtre future.

Risks Relating to the Countries in Which We Operate

Negative economic, political and regulatory devetopnts in certain markets where Ternium has a sigo#nt portion of its operations
and assets could hurt Ternium’s financial conditiomevenues and sales volume and disrupt its mantifigiog operations, thereby
adversely affecting its results of operations andancial condition.

The results of Ternium’s operations are subjethéorisks of doing business in emerging markeiscpally in Argentina, Mexico and
Venezuela, and have been, and could in the futeyraffected from time to time to varying degreegpbijtical developments, events, laws and
regulations, such as forced divestiture of assesdrictions on production, imports and exportgiiruptions to essential energy inputs;
exchange and/or transfer restrictions; inflatioevaluation; war or other international conflictsjilcunrest and local security concerns that
threaten the safe operation of company facilitisgct and indirect price controls; tax increasgnges in interpretation or application of tax
laws and other retroactive tax claims or challenggpropriation of property; changes in laws orulagons; cancellation of contract rights;
delays or denial of governmental approvals; andrenmental regulations. Both the likelihood of sudturrences and their overall effect uj
Ternium vary greatly from country to country ané aot predictable. Realization of these risks ctnalde an adverse impact on the results of
operations and financial condition of Ternium'’s sidiaries located in the affected country. For eplemin April 2008, the Venezuelan
government announced its intention to nationalize!S For more information on the recent developtaeelating to the Sidor nationalization
process, see Item 4. “Information on the Company-Hi&tory and Development of the Company—Sidor Nalzation Process.”

Argentina

Ternium has significant manufacturing operations assets located in Argentina and a significantigroiof its sales are made in
Argentina. Ternium’s main revenues from its Argeatoperations, therefore, are indirectly relatethéwket conditions in Argentina and to
changes in Argentina’s gross domestic product,DPGand per capita disposable income. Accordinfgynium’s business could be materially
and adversely affected by economic, political,dlsand regulatory developments in Argentina.

Economic and political instability, which resulteith a severe recession in 2002, may occur in theufet thereby adversely affecting our
business, financial condition and results.

In 2001, a sustained period of economic contraatidminated in severe social, monetary and findriaianoil and the resignation of
President Fernando de la Rda. An interim admirtistiaadopted a series of emergency measures aifiedtigentina’s monetary and fiscal
policies, as a result of which the Argentine pegmeeienced significant devaluation in 2002. Follogvthe election of Néstor Kirchner as
president in 2003, the economy reversed its negiatand and recovered to levels last attained 881®&ith growth of the country’s gross
domestic product, or GDP, averaging near 9% peuamrsince 2003. During 2005, the Argentine goverrtmestructured most of the country’s
defaulted debt, and unemployment rates droppedbgb th 2007 from a peak of 24.1% in 2002. Furtheemthe Argentine economy contint
to benefit strongly from high international commtydirices, low international interest rates anchHeyels of global liquidity. In 2007, Cristir
Fernandez de Kirchner was elected president teegdgicker husband.
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Our business and results of operations in Argeritange closely followed macroeconomic conditionsr €ales in the Argentine domestic
market were severely affected by Argentina’s reioassguring 2001 and 2002. Domestic sales as a ptxge of total sales decreased to 47% in
2001 and 35% in 2002. The domestic economic regovegr the 2003 — 2007 period, with sustained ghawtndustrial activity, agriculture,
construction and a significant improvement in tb&eobile industry, increased our Argentine dontestiles as a percentage of total sales to
approximately 55% in 2003, approximately 72% in2@@d 2005, and approximately 85% in 2006 and 2007.

Despite the progress to date, several significeautds remain to be addressed by the governmelatidnfincreased significantly since
2005 and the economy has been affected by suppbtreants as capacity idled during the economgistias been utilized. While the
Argentine government has taken several actionsitral inflation and monitor prices for most reletgoods and services, including price
support arrangements agreed to by the Argentinergavent and private sector companies in severabinds, including the steel industry, ¢
markets, inflation continues to rise, with officiaflation figures being disputed by independerdremmists. In addition, Argentina’s inflation
indicators have been subject to changes in calonlahd may not be consistent with the past or n@yadequately reflect increases in cost.
Capital investment in general has lagged due titigedluncertainties and governmental actions,udiig price controls, export taxes and other
measures limiting the conduct of business in tleape sector. Declining capital investment may etffgrowth and, accordingly, cause the
demand for our local subsidiaries’ products indbenestic market to drop.

Economic conditions in Argentina have deterioratguidly in the past and may deteriorate rapidlthie future. Should the current
favorable conditions reverse, inflation continugdncrease or supply constraints hinder future gnothe Argentine economy may not contil
to grow at current rates and economic instabiligymeturn. Our business and operations in Argertindd be adversely affected by rapidly
changing economic conditions in Argentina or by Alngentine government’s policy response to suctd@@ns.

The Argentine Central Bank has imposed restrictioas the transfer of funds outside of Argentina armdher exchange controls in the
past and may do so in the future, which could prav&@ernium from paying dividends or other amountsofn cash generated by its
Argentine operations.

In 2001 and 2002 and until February 7, 2003, thgeAtine Central Bank restricted Argentine individuand corporations from
transferring U.S. dollars abroad without its paproval. In 2003 and 2004, the government redsoetk of these restrictions, including those
requiring the Argentine Central Bank’s prior auization for the transfer of funds abroad in oraepéy principal and interest on debt
obligations. Nevertheless, significant governmeamttmls and restrictions remain in place, and thgeitine government may impose new
restrictions on foreign exchange in the future.Jone 10, 2005, the Argentine government issueddaddo. 616/2005 establishing certain
restrictions on capital inflows into Argentina. Téisting controls and restrictions, and any addai restrictions of this kind that may be
imposed in the future, could impair Ternium’s dlilio transfer funds generated by Ternium’s Argemtperations in U.S. dollars outside
Argentina to fund the payment of dividends or otrounts and to undertake investments and othieitist that require payments in U.S.
dollars. Furthermore, these restrictions couldafiernium’s ability to finance its investments asmkrations in Argentina. For additional
information on current Argentine exchange contesld restrictions, see Item 10. “Additional Inforimoat—D. Exchange Controls”.

In addition, Ternium is currently required to rajete U.S. dollars collected in connection with estp from Argentina (including U.S.
dollars obtained through advance payment and pefiing facilities) into Argentina and convert thanto Argentine pesos at the market-
based floating exchange rate applicable on theasion date. This requirement and any similar reguént that may be imposed in the future,
subjects Ternium to the risk of losses arising fleamabrupt devaluation of the Argentine peso.

The Argentine government has increased taxes onnii@m’s operations in Argentina and could further icrease the fiscal burden on its
operations in Argentina in the future.

Since 1992, the Argentine government has not pchihe application of an inflation adjustment be value of fixed assets for tax
purposes. Since the substantial devaluation oAtgentine peso in 2002, the amounts that the Argeriax authorities permit Ternium to
deduct as depreciation for its past investmendant, property and equipment have been substgnteduced, resulting in a higher effective
income tax charge. In addition, in 2002, the Argengovernment
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imposed a 5% tax on the export of manufacturedymtsd If the Argentine government continues toéase the tax burden on Ternium’s
operations in Argentina, Ternium’s results of opieraand financial condition could be adverselyaféd.

Restrictions on the supply of energy to Ternium’peyations in Argentina could curtail Ternium’s pragction and negatively impact
Ternium’s results of operations.

As a result of several years of recession, theefibfpesification” of U.S. dollar-based tariffs infggentine pesos at a one-to-one
exchange rate and the subsequent freeze of gasewtdcity tariffs, there has been a lack of irnwesnt in gas and electricity supply and
transport capacity in Argentina in recent yearseQfie course of the last several years, demanukfoiral gas has increased substantially,
driven by a recovery in economic conditions and fmiges in comparison with alternative fuel sources

Although the Argentine government is taking a nuntdfaneasures to alleviate the short-term impacupiply restrictions on residential
and industrial users (including measures to litmét growth of residential consumption, to incredmeprice of compressed natural gas and to
import natural gas from Bolivia, electricity front&il and Uruguay and fuel oil from Venezuela) &ad announced several measures intende
to address the situation in the medium- and lomgr{gncluding creating a new state-owned energypamy to fund, or otherwise promote,
investments in expanding existing pipeline transg@m capacity and building new pipelines and addal power generation capacity and
entering into negotiations with electricity and gasducers) supply restrictions and shortagesilety Ito continue. Two new power plants are
currently under construction, which are expecteimh¢oease the system capacity by 8%, if and whep lecome operational in 2009. If the
measures that the Argentine government is takiradléwiate the short-term impact of the crisis gae be insufficient, or if the investment that
is required to increase natural gas generatiomggrnEoduction and transportation capacity and payemeration capacity over the medium
long term fails to materialize on a timely basierflium’s production in Argentina (or that of its imauppliers), could be curtailed, and
Ternium’s sales and revenues could decline. AlthoDgrnium is taking measures, such as the purdfaaéernative fuels such as fuel oil, to
limit the effect of supply restrictions on its op#ons in Argentina, such efforts may not be sigfit to avoid any impact on Ternium’s
production in Argentina (or that of its main suppd) and Ternium may not be able to similarly lithi¢ effect of future supply restrictions. See
“—Risks Relating to the Steel Industry—Price fluations or shortages in the supply of raw mategals energy could adversely affect
Ternium’s profits” above.

Mexico

Ternium has significant manufacturing operations assets located in Mexico and a significant portibits sales are made in Mexico.
Ternium’s main revenues derived from its Mexicaermpions, therefore, are indirectly related to readonditions in Mexico and to changes in
its GDP and per capita disposable income. Ternidma&ness could be materially and adversely affelbjeeconomic, political and regulatory
developments in Mexico.

Economic conditions and government policies in Megicould negatively impact Ternium’s business arebults of operation.

In the past, Mexico has experienced several penbdkw or negative economic growth, high inflatidigh interest rates, currency
devaluation and other economic problems. Furthegitbe Mexican national economy tends to refleanges in the economic environment in
the United States. If problems such as deteriaratidMexico’s economic conditions, social instability, politicarest, reduction in governme
spending or other adverse social developments mgenie the future, they could lead to increaseatifitly in the foreign exchange and
financial markets, and, depending on their severity duration, could adversely affect the businessylts of operations, financial condition,
liquidity or prospects of Ternium. For example, ade economic conditions in Mexico could resuhiggher interest rates accompanied by
reduced opportunities for refunding or refinanciftgeign exchange losses associated with dollapehémated debt, increased raw materials
and operating costs, reduced domestic consumptideraium’s products, decreased operating resultsdelays in capital expenditures
dependent on U.S. dollar purchases of equipmertr8alevaluation of the Mexican peso may also t@suwlisruption of the international
foreign exchange markets, hindering Ternigrability to convert Mexican pesos into U.S. daland other currencies for the purpose of me
purchases of raw materials or equipment.
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Changes in the Mexican tax system could have anexgde effect on Ternium’s Mexican operations.

On September 14, 2007, the Mexican Congress passedreform act, which created a new flat tax (timapuesto empresarial a tasa
Gnica” or IETU) which, effective January 1, 2008, reddhe Mexican assets tax (therfpuesto al activé or IMPAC.) The act also
established certain temporary and operationaldifioit the recoverability of assets tax credits. TEFEU works as a corporate income tax
supplement and is levied on income received. Tamexico consolidates its various subsidiariegpiamposes of determination and payment
of Mexican corporate income tax. However, consdi@mis not permitted for purposes of determinatm payment of the new flat tax, nor is
it possible to apply corporate income tax credisiast IETU liabilities. These changes in the Maxitax system may affect our Mexican
subsidiaries’ tax burden and the application oovecability of certain of their tax credits, inciag tax credits generated in connection with the
Grupo Imsa transaction. For more information, sete 8 to our audited consolidated financial stateancluded in this annual report.

Mexican government policies will likely significaht affect the economy and as a result, Ternium'’s kiean operations.

Future actions of the Mexican government or theatfin Mexico of international events could advirsdfect Ternium’s results and
financial condition. The Mexican government hasreised, and continues to exercise, significanuifice over the Mexican economy.
Mexican government actions concerning the economjdchave adverse effects on private sector estfitiggeneral and on Ternium in
particular. Economic plans of the Mexican governtieithe past have not always fully achieved tlobiectives. Beginning in 1994, and
continuing through 1995, Mexico experienced an eaan crisis characterized by exchange rate instppbé devaluation of the Mexican peso,
high inflation, high domestic interest rates, eaoitcontraction, a reduction of international capitows, reduced consumer purchasing po
and high unemployment. In response to the econorisis, the Mexican government implemented broamhemic reform programs, which
improved economic conditions until growth declireghin in 2001, accompanied by increased inflatidesin 2000, 2001 and 2002. It is not
possible to determine what effect existing or fatgovernment economic plans or their implementatmrid have on the Mexican economy or
on Ternium’s financial condition or results of oaons.

Certain Regulatory Risks and Litigation Risks

International trade actions or regulations and tradrelated legal proceedings could adversely affeetnium’s sales, revenues and ovel
business.

International trade-related legal actions and iet&ins pose a constant risk for Terniwnmternational operations and sales throughot
world. Additionally, increased global trade libezation, with many countries forming free tradeddr otherwise reducing restrictions on
imported goods, including flat steel products, andasional excess global steel capacity have ineteaompetition in many markets in which
Ternium sells flat steel products. Such risks amldased competition are likely to continue int® threseeable future. Also, since we acquired
control over Grupo Imsa we have become a significansumer of slabs, which we buy from various dieppin Mexico (including an
ArcelorMittal subsidiary in Mexico) and overseasnplorts of slabs into Mexico are, subject to certainditions, brought under lower import
duties or through a temporary import regime. Shaldths imports into Mexico grow, we may not be dblenake such imports under the lower
duty regime, or the Mexican government may incréasepplicable duties or impose restrictions mdbantities allowed to be imported.

Increased trade liberalization has reduced cedfairernium’s imported input costs and increasechilen’s access to many foreign
markets. However, greater trade liberalizationdlas increased competition for Ternium in its doticamarkets. Consequently, Ternium’s
domestic market share could be eroded in the fafmreign imports if tariffs and other barriers asgluced or eliminated in Terniumdomesti
markets. Ternium'’s increased exports to foreignketgrwhere import barriers have been reduced magamopletely offset domestic market
share losses resulting from increased foreign ctitige

Countries can impose restrictive import duties athebr restrictions on imports under various natiorzale laws. The timing and nature
countries’ imposition of trade-related restrictigputentially affecting Ternium’s exports are
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unpredictable. Ternium’s international operatiores\aulnerable to such trade actions or restrictibas surface in any country to which
Ternium exports or potentially could export. Tradstrictions on Ternium'’s exports could adversélga Ternium’s ability to sell products
abroad and, as a result, Ternium’s profit mardingncial condition and overall business could suff

One significant source of trade restrictions resfrttm countries’ imposition of so-called “antiduimg”’ and “countervailing” duties, as
well as “safeguard measures.” These additionakduwtan be quite high and, as a result, severelydinaltogether impede an exporter’s ability
to export to important markets such as the UnitateS of America and Europe. In several of Terngimajor export destinations, such as the
United States of America or Europe, safeguard dwtiel other protective measures have been imposéaksaa broad array of steel imports in
certain periods of excess global production capaEiirthermore, certain domestic producers haeé fntidumping and/or countervailing duty
actions against particular steel imports. Soménes$e actions have led to restrictions on Ternigrfmrts of certain types of steel products to
some steel markets. As domestic producers’ filihguezh actions is largely unpredictable, additicaratidumping, countervailing duty or other
such import restrictions could be imposed in ther, limiting Ternium’s export sales to and poigingrowth in those markets. See Item 4.
“Information on the Company—Regulation—Trade regalss.”

Potential environmental, product liability and otlelaims could create significant liabilities for @nium that could adversely affect its
business, financial condition, results of operatisrand prospects.

Some of the activities for which the Ternium comiparsupply products, such as canning for consumptionstruction and the
automotive industry are subject to inherent riglet tould result in death, personal injury, propeamage or environmental pollution.
Furthermore, Ternium’s products are also soldnd, @sed in, certain safety-critical appliances.r€gpondingly, defects in Ternium’s products
or an inconsistency with the specifications of ateo or the requirements of an application, coeklit in death, personal injury, property
damage, environmental pollution, damage to equipredisruption to a customer’s production linestu#al or claimed defects in the products
of the Ternium companies could give rise to claagainst Ternium or its subsidiaries for losses@bse it to claims for damages, including
significant consequential damages. In addition,Ttmium companies are subject to a wide rangeaa) provincial and national laws,
regulations, permits and decrees relating to tbéeption of human health and the environment, antediation or other environmental claims
could be asserted against Ternium. The insurandetaimged by Ternium may not be adequate or availabprotect it in the event of a claim
its coverage could be canceled or otherwise ter@ihad major claim for damages related to prodsotd could have a material adverse effect
on Ternium’s business, financial condition, resofteperations or prospects.

Labor regulations in the countries in which Terniuroperates could result in higher labor costs and maatory allowances for employee
participation, resulting in lower net income for Taium.

Certain legal obligations require Ternium’s opeargtsubsidiaries to contribute certain amounts tioerent funds and pension plans and
restrict their ability to dismiss employees. Theniem companies are also subject to other obligatisuch as those in Mexico, under which
such subsidiaries are required to distribute agrgage of their annual income calculated on alfisasis to their employees. Future regulations
or court interpretations established in the coestim which Ternium conducts its operations contdtéase its costs and reduce net income.

Risks Relating to our ADSs
The market price for our ADSs could be highly valat

Volatility in the price of our ADSs may be causadfactors outside of our control and may be uneglair disproportionate to Ternium’s
operating results. In particular, announcementsoténtially adverse developments, such as propespdatory changes, new government
investigations or the commencement or threat igfditon against Ternium, as well as announced agirgTernium’s business plans or those
of its competitors could adversely affect the tngdprice of our ADSs, regardless of the likely ame of those developments or proceedings.
Broad market and industry factors could adverstscathe market price of our ADSs, regardless®fictual operating performance.

Furthermore, the trading price of our ADSs coulffesuas a result of developments in emerging matk&ithough the Company is
organized as a Luxembourg corporation, almostfats@ssets and operations are located in Latiredca.

21



Table of Contents

Financial and securities markets for companies wislubstantial portion of their assets and operstio Latin America are, to varying degrees,
influenced by political, economic and market coiodis in emerging market countries. Although madatditions are different in each coun
investor reaction to developments in one countryttave significant effects on the securities afiéss with assets or operations in other
emerging markets, including Argentina, Venezuela iexico.

In deciding whether to purchase, hold or sell ouDSs, you may not be able to access as much inforomaabout us as you would in the
case of a U.S. company.

There may be less publicly available informatioowathus than is regularly published by or about isSuers. Also, Luxembourg
regulations governing the securities of Luxembarogpanies may not be as extensive as those int @ffdte United States, and Luxembourg
law and regulations in respect of corporate goveraeanatters might not be as protective of minaitgreholders as state corporation laws in
the United States. Furthermore, IFRS, the accogrtiandards in accordance with which we prepareounsolidated financial statements di
in certain material aspects from the accountingdateds used in the United States.

Holders of our ADSs may encounter difficulties ihé exercise of dividend and voting rights.

You may encounter difficulties in the exercise offe of your rights with respect to shares if yoldh&aDSs rather than shares. If we
make a distribution in the form of securities, tfepositary is allowed, in its discretion, to sellyour behalf those securities and instead
distribute the net proceeds to you. Also, underesoircumstances, such as our failure to providelgpositary with voting materials on a
timely basis, you may not be able to vote by givimgiructions to the depositary.

Holders of our shares and ADSs in the United Stateay not be able to exercise preemptive rightsentain cases.

Pursuant to Luxembourg corporate law, existingathaiders of the Company are generally entitledéemptive subscription rights in
the event of capital increases and issues of slagast cash contributions. Under the Companyisles of association, the board of directors
has been authorized to waive, limit or supprest gpuneemptive subscription rights until October 2610. The Company, however, may issue
shares without preemptive rights only if the nevggtied shares are issued:

. for, within, in conjunction with or related to, amtial public offering of the shares of the Comgam one or more regulated
markets (in one or more instance

. for consideration other than ca:

. upon conversion of convertible bonds or other inatnts convertible into shares of the Company;ipes; however, that the |-
emptive subscription rights of the then existingrefnolders shall apply in connection with any isegaof convertible bonds or
other instruments convertible into shares of then@any for cash; an

. subject to a certain maximum percentage, as corafiendo directors, officers, agents or employdah® Company, its direct or
indirect subsidiaries or its affiliates, includimgthout limitation the direct issuance of shareshar issuance of shares upon exercise
of options, rights convertible into shares or simihstruments convertible or exchangeable intoeshigsued or created to provide
compensation or incentives to directors, officagents or employees of the Company, its direatdiréct subsidiaries or its
affiliates.

For further details, see Item 10. “Additional Infeation—B. Memorandum and Articles of Association.”

Furthermore, holders of our shares and ADSs ifUthieed States may, in any event, not be able tocésse2any preemptive rights, if
granted, for shares unless those shares are registeder the U.S. Securities Act of 1933, as amerfthe “Securities Act”) with respect to
those rights or an exemption from registrationviailable. We intend to evaluate, at the time of dgiits offering, the costs and potential
liabilities associated with the exercise by hold#rshares and ADSs of the preemptive rights fares, and any other factors we consider
appropriate at the time, and then to make a decsato whether to register additional shares. \& decide not to register any additional
share, requiring a sale by the depositary of
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the holders’ rights and a distribution of the pred® thereof. Should the depositary not be permitaxtherwise be unable to sell preemptive
rights, the rights may be allowed to lapse withconasideration to be received by the holders ofADSs.

It may be difficult to obtain or enforce judgmentmgainst the Company in U.S. courts or courts outsidf the United States.

The Company is a corporation organized under ths taf Luxembourg, and most of its assets are ldcatgside of the United States of
America. Furthermore, most of the Compangtirectors and officers named in this annual refside outside the United States of America
a result, investors may not be able to effect serof process within the United States of Ameriparuthe Company or its directors or officers
or to enforce against the Company or them in Uo8rts judgments predicated upon the civil liabifitpvisions of U.S. federal securities law.
There is doubt as to the enforceability in origiaetions in Luxembourg courts of civil liabilitiggedicated solely upon U.S. federal securities
law, and the enforceability in Luxembourg courtguafgments entered by U.S. courts predicated upewitil liability provisions of U.S.
federal securities law will be subject to complianwath procedural requirements under Luxembourg laeluding the condition that the
judgment does not violate Luxembourg public pol

ltem 4. Information on the Company
Overview

Ternium is one of the leading steel companies énAmericas, with a strategic presence in severfdmséeel markets through a network of
distribution, sales and marketing services. WeeleliTernium is among the largest producers of csteld in Latin America, with
manufacturing, processing and finishing facilitiedich produced nearly eleven million tons of crstieel in 2007. We expect our production
volume in 2008 to be significantly lower than in0Z0as the result of the Sidor nationalization. fRore information on the recent developm:
relating to the Sidor nationalization process, Isem 4. “Information on the Company—A. History abévelopment of the Company—Sidor
Nationalization Proces” The Company believes that it is one of the lowsst steel producers in the Americas due to tegiated operations,
state-of-the-art steel production facilities, ascesdiversified sources of low-cost raw materéaisl other production inputs and operating
efficiencies.

Ternium produces and distributes a broad rangemf-finished and finished steel products, includiadue-added steel products such as
tinplate, cold rolled coils and sheets, galvaniaed electrogalvanized sheets, pre-painted sheetded pipes, hot rolled pickled and annealed
and tailor-made flat products. Ternium also produoag steel products such as bars and wire rod.

Ternium primarily sells its steel products in tlegional markets of North, Central and South Amernidaere its manufacturing facilities are
located, allowing it to provide specialized produahd delivery services to its clients. We belithat Ternium is the leading supplier of flat
steel products in Argentina, a leading supplieflaifsteel products and a significant competitothie Mexican market for long steel products,
and a competitive player in the international steatket for flat and long steel products. Terniumimtains a strategic presence in other major
steel markets, such as Europe, through its netabckmmercial offices, which allows it to reachetits outside its regional markets and place
products in case of slower demand in domestic en@®) achieve improved effectiveness in the supplis products and maintain a fluid
commercial relationship with its clients by providicontinuous services and assistance.

Approximately 56.1% of Ternium’s sales were mad8doth and Central America, 41.8% to North Amesand 2.1% to Europe and other
markets. We expect these figures to change sigmifig¢ after the nationalization of Sidor. For mareormation on the recent developments
relating to the Sidor nationalization process, Isem 4. “Information on the Company—A. History abévelopment of the Company—Sidor
Nationalization Proce¢”

In 2007, Ternium’s net sales were USD8,184.4 nrilligross profit was USD2,388.3 million, and nebime attributable to equity holders was
USD784.5 million, which amounts reflect the condation of Grupo Imsa since July 26, 2007, andhaldther subsidiaries for the full fiscal
year.
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A. History and Development of the Company
The Company

Our legal and commercial name is Ternium S.A. Tbenfany was organized as a joint stock corporat&ntieté anonymieolding) in the
Grand-Duchy of Luxembourg on December 22, 2003. @gistered office is located at 46a, Avenue JohKennedy, L-1855 Luxembourg,
telephone number +352 2668 31 52. Our agent for fdd®ral securities law purposes is Ternium Iragamal U.S.A. Corporation, located at
2200 West Loop South,"8floor, Houston, TX 77027, United States of America.

Ternium

Ternium’s origins began in September 1961 withfthading of Propulsora Siderurgica, or PropulsbsasSan Faustin’'s predecessor in
Argentina. Propulsora began its operations as @uwer of cold rolled coils in December 1969 anthimearly 1990s began to evolve through a
series of strategic investments aimed at transfogrRiropulsora into an integrated steel producet9B88, Propulsora merged with Aceros
Parana (a company formed by the Argentine goverbhimezonnection with the privatization of Somisatlaat time the main integrated
producer of flat steel in Argentina), Aceros Patasabsidiary Sidercrom, a tin plate processing gany, and two other steel industry
subsidiaries of Propulsora (Aceros Revestidos agrtdd). After the merger, Propulsora changed itaento Siderar S.A.l.C. San Faustin held a
controlling interest in Siderar, with the remaintdeing held by Usiminas, certain former employdeSanisa, and the public.

In December 1997, Amazonia (a consortium forme&ay Faustin, Siderar, Usiminas, Hylsamex and Sajemsn the bid in the privatization
of 70% of the shares of Sidor, the largest steglgany in the Andean Community, while Venezuelaineth the remaining 30%. The
continuing world-wide steel production crisis, theterioration of the financial markets, the apm#eon of the Venezuelan Bolivar and other
adverse factors negatively affected Sidor and Amizavhich undertook debt restructurings in 2008 2603. In the 2003 restructuring,
Amazonias interest in Sidor was reduced to 59.7%, whileézerla increased its interest to 40.3%. In addifidopa (an entity formed by Si
Faustin, Siderar, Tenaris, Usiminas and Hylsamfexiaer controlling shareholder) provided finan@abistance to Sidor under a participation
account agreement. Subsequently, Venezuela traedfarl 9.9% interest in Sidor to present and forengployees of Sidor under the terms
special employee participation plan.

As a part of a multiple-step corporate reorganimain 2005, San Faustin reorganized its investmarftat and long steel manufacturing,
processing and distribution businesses by contriguts controlling interests in Siderar, Sidorr(thgh Amazonia and Ylopa) and Ternium
Internacional to the Company. On August 22, 2005 aaquired, together with Siderar, an indirect 9®ifterest in the Mexican company
Hylsamex and its subsidiaries and the equity stakered by Hylsamex’s former controlling shareho)ddfa, S.A. de C.V., or Alfa, in
Amazonia and Ylopa. We subsequently purchasediadditshares of Hylsamex in the open market, stilbgeapplicable law, thereby
increasing our and Siderar’s direct and indiret#riast in Hylsamex to 99.8%. In 2005, each of Tieramd Usiminas exchanged its interests in
Amazonia, Ylopa and, in the case of Usiminas, Sid&nr shares of the Company, and Sivensa exchatgederest in Amazonia for shares of
the Company.

On January 11, 2006, the Company launched anlipitialic offering of 24,844,720 American Deposit&fares, each representing 10 shares
of the Company (each an “ADS"), in the United State connection with the offering, the Companyngea the underwriters of the Compasy’
initial public offering an option to purchase up3@26,708 additional ADSs to cover over-allotmentthe sale of the ADSs. The offering was
settled on February 6, 2006.

On December 28, 2006, we acquired an addition&%.mterest in Siderar from CVRD Internacional S &wholly-owned subsidiary of
CVRD, thereby increasing our ownership in Sideoa®.93%.

On April 29, 2007, Ternium entered into an agreemeétih Grupo Imsa, a steel manufacturer with opgeratin Mexico, the United States and
Guatemala, and Grupo Imsa’s controlling sharehsldeder which Ternium obtained control of Grupodrrgnder the agreement, the
Company, through a wholly owned subsidiary, madash tender offer under applicable Mexican lawelbof the issued and outstanding st
capital of Grupo Imsa. Pursuant to the tender pffernium acquired 25,133,856 shares representBig 8f the issued and outstanding capital
of Grupo Imsa. Concurrently with the consummatibthe tender offer, on July 26, 2007, all the shaGrupo Imsa that were not tendered
into the tender offer
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(including the shares owned by Grupo Imsa’s majaiitareholders), representing 90.7% of Grupo Imisalsed and outstanding share capital
were redeemed for cash pursuant to a capital rieduetfected at the same price per share. Accolgidgrnium now owns all of Grupo Imsa’
issued and outstanding share capital.

In 2007, Grupo Imsa was renamed as Ternium Mexich effective March 31, 2008, Hylsamex merged \aitl into Ternium Mexico. In
connection with this merger, Siderar became a bloéder of Ternium Mexico with a 28.7% interest.

Sidor Nationalization Process

As of the date of this annual report, we held apipnately 59.7% of Sidor, while Corporacién Veneraale Guayana, or CVG (a Venezuelan
governmental entity), anBlanco de Desarrollo Econémico y Social de Venezusl8ANDES (a bank owned by the Venezuelan govermtjn
held approximately 20.4% of Sidor and certain Seloiployees and former employees held approxim&@dy.

Sidor’s operations rely on a number of trade- adises-related contractual relationships withte@giowned by Venezuela, including the
purchase of iron ore from Ferrominera Orinoco Cok F-MO, the state-owned company responsible faimgiand commercializing
Venezuela's iron ore, the purchase of electrigioyrf CVG Electrificacion del Caroni, C.A., or EDELCANnd the purchase of natural gas from
PDVSA Gas, S.A., or PDVSA Gas. On November 11, 2@8lfowing a public announcement by the Venezuglamernment that sought to
pressure Sidor to renegotiate the terms of theeaggeat for the supply of iron ore, Sidor and FMO adeal the pricing terms of the contract,
increasing its prices payable by Sidor by approxahyz0.5%.

On August 24, 2007, following another public anncement by the Venezuelan government threateningnadization, Sidor and the
Venezuelan government entered into a three-yegrezation agreement, pursuant to which Sidor agreéttrease its involvement in social
investment programs in that country and to enhésafforts to develop Venezuela's steel value chaith particular emphasis on supporting
small- and medium-sized enterprises. Under theemgeat, Sidor agreed, among other initiatives, to:

. give priority to the Venezuelan domestic marketrdahe international market in its sales of produ
. set its pricing policy in the Venezuelan marketréference to comparable average export priceginen period.

. grant a 2% discount to certain Venezuelan entitiesh as cooperatives and social production corepaand a 4% discount to
foster special purpose social investment and ecandavelopment programs in the coun

. form a technical commission with FMO to analyze dgo@ntity, quality and price of iron ore to be sligghby FMO to Sidor

. facilitate the transfer to the Venezuelan governnoéthe operation of the Sidor port on the Orindtwer, as provided by
Venezuelan law, with due assurances to the cotyinfiSidor s operations; an

. make capital expenditures at its Venezuelan fasliof approximately US$500 million from 2007 thghu2012, of whict
approximately US$70 million would be earmarked tmhan environmental protection ple

On April 8, 2008, in the midst of a dispute betw&ador and the union regarding the renewal ofdlfective bargaining agreement, the
Venezuelan government announced its intentionk® ¢antrol over Sidor. Following the confirmatiohtbe Venezuelan governmestiecisiol
to nationalize Sidor, on April 16, 2008, Terniunid@& and the Venezuelan government entered intaga@ement providing for the creation ¢
transition committee, composed of representatiféseogovernment, the union and class B employeef@amer employee shareholders. This
committee is charged with overseeing Sidor’s opanat acting in coordination with Sidsrboard of directors, during the transition peitio«il
the nationalization is completed.

On April 29, 2008, the National Assembly of the Rielic of Venezuela passed a resolution declariagjttie shares of Sidor, together with all
of its assets, are of public and social interebts Tesolution authorizes the Venezuelan governnetatke any action it may deem appropriate
in connection with any such assets, which may ohelexpropriation.
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On May 13, 2008, Decree Law 6058 regulating thelgteoduction activity in the Guayana, Venezuetfior became effective upon
publication in Venezuela’s Official Gazette. Thecdbee orders that Sidor and its subsidiaries anacaged companies be transformed into
state-owned enterpriseséinpresas del estadp with Venezuela owning not less than 60% of tteliare capital.

The Decree provides for the creation of two comeest A transition committee was created to joiroB&management and to ensure that
control over the current operations of Sidor asaitbsidiaries and associated companies is traedfer the government by not later than
July 12, 2008. A separate committee, composedprésentatives of the government and the privateebbéders of Sidor and its subsidiaries
and associated companies, was formed to negotiateac60-day period a fair price for the sharedsadransferred to Venezuela, together with
the terms and conditions of the possible partiaymadf such private shareholders in the share abpitSidor.

The Decree also states that, in the event theegdil to reach agreement regarding the term<anditions for the transformation of Sidor ¢

its subsidiaries and associated companies inte-stahed enterprises by the expiration of the 60gkayjod, the Ministry of Basic Industries

and Mining shall assume control and exclusive dp@raand the Executive Branch shall order the egpation of the shares, of the relevant
companies. No valuation criteria for the shardsadransferred to Venezuela are provided, exceptathy expropriation compensation shall not
include lost profits (lucro cesanté) or indirect damages. Finally, the Decree spesithat all facts and activities thereunder argestio
Venezuelan law and any disputes shall be subntitt&&nezuelan courts.

On May 2, 2008, we sent a letter to the MinisteBasic Industries and Mines of Venezuela statinggrag other things, our rejection of the
considerations made by Venezuela’s National Assgiitonnection with its April 29, 2008 resolutideclaring that the shares of Sidor,
together with all of its asset, are of public andial interest, and our consent to submit any cweatrsy between us or our subsidiaries and
Venezuela relating to Sidor’s nationalization tbitration administered by the International CeffiterSettlement of Investment Disputes
(ICSID), as provided in applicable investment petitsn treaties signed by Venezuela, in the eveattire fail to reach a negotiated solution.

The discussions with the Venezuelan governmentdagathe adequate and fair terms and conditioms wghich all or a significant part of o
interest in Sidor would be transferred to Venezagtapresently under way.

As part of the Sidor nationalization process, tlem&zuelan government and state-owned entitiestaiea actions that may have a significant
impact on Sidor’s financial condition and result®perations, including the following:

. In late May 2008, the Venezuelan tax authoritié$ated a tax assessment against Sidor involviegrime taxes for fiscal yea
2003, 2004, 2005, 2006 and 2007 resulting in atibgemitted payments in an aggregate principal amotVEB1,438.6 million
(or USD669.1 million). The tax assessment, whichecs certain previously audited periods, alleges 8idor improperly deducted
certain payments for income tax purposes, primandlysisting of amounts paid to Ylopa and CVG uratain participation
account agreementgéntratos de cuentas en participacipantered into with Ylopa and CVG in connectionhitite restructuring
of Sidor’s financial debt in 2003. In addition, ttax assessment challenges, among other thingadjhstment of tax loss carry
forwards corresponding to prior fiscal years. Témedssessment requires Sidor to amend the relaamhe tax returns and pay the
balance resulting therefrom, plus a penalty equabgs of the allegedly omitted amounts. Sidor Hedlenged the tax assessment
and believes that is and has always been in comgdiavith all applicable Venezuelan tax laws andit&tipns, and that there are no
grounds for any such claimr

. Following the announcement of the Venezuelan govent’s intention to nationalize Sidor, the Veneaneduthorities have
initiated audits in other areas, including tax andironmental compliance, and may bring additiataims against Sidor under
Venezuelan law

. On May 5, 2008, representatives of the Venezuetmermpment announced that, claiming to act on beiféffidor, they have enter
into a new collective bargaining agreement with$lieor union, which, among other things, contengdatignificant increases in
compensation for Sid’s workforce.

. On June 9, 2008, FMO gave notice to Sidor of timirhtion of certain price discounts previously idafgle to Sidor in connection
with its iron ore purchase

In addition, Sidor has become aware of various talevsuits recently brought by groups of Sidor emgpks, claiming wage differentials for
an aggregate amount in excess of USD100 million.

Our investment in Sidor is protected under thetditd investment treaties between Venezuela andmiimg, Venezuela and the Belgian-
Luxembourgish Union, Venezuela and Spain and Veglazand Portugal, and, as noted above, we havewrtausto the jurisdiction of the
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ICSID in connection with the Sidor nationalizatiprocess. We continue to reserve all of our rigiden contracts, investment treaties and
Venezuelan and international law and will contibai@valuate our options in realizing the fair vatdeur interest in Sidor. In addition, we will
defend ourselves vigorously against any attemghbyenezuelan government to lower the compensétioour interest in Sidor as a result of
the tax assessment described above or any otherrgoent claims.

B. Business Overview
Our Business Strategy

Our main strategic objective is to enhance shadamnolalue by strengthening Ternium'’s position é®macost producer of steel products in a
manner consistent with minority shareholder righiisile further consolidating Ternium’s positionaeading flat and long steel producer in
Latin America and a strong competitor in the Amasigvith strategic presence in several other mégel snarkets.

The main elements of this strategy are:

. Further integrate Terniun’s operations We have changed our functional organization frodependent companies to ¢
company organized under business units with speftifictional responsibilities. Integrating the cgt@ns of our subsidiaries has
allowed Ternium to better serve our clients, todéase the diversification of our products, to bérfefm enhanced flexibility and
operative synergies and to rationalize our costcatre.

. Enhance Terniun’s position as a low cost steel produc We believe that further integration of Terni's operating facilitie:
should improve utilization levels of its plantsgirase efficiency and further reduce productionsctiem levels that we already
consider to be among the most competitive in thelshdustry.

. Implementing Terniun’s best practices We believe that the implementation of Ternium’snooercial and production best
practices in acquired new businesses should genadditional benefits and savings. For exampleirtipdementation of Ternium’s
cost control procedures and performance analysiyisamex improved control over its production aales and led to cost
savings;

. Focus on higher margin valu-added product. We intend to continue to shift Ternium'’s sales towards higher margin value-
added products, such as cold rolled sheets anddaat tailor-made products, and services, su@sa-time delivery and
inventory management. In this regard, our Mexicaguasitions in 2005 and 2007 allowed Ternium toasmagits offerings of value-
added products, such as galvanized products arels)

. Maximize the benefits arising from Terniu’s broad distribution networl. We intend to maximize the benefits arising from
Ternium’s broad network of distribution, sales anarketing services to reach clients in major steslkets with a comprehensive
range of value-added products and services andrtinecie to expand its customer base and improyardguct mix. For example,
the acquisition of Hylsamex allowed us to incre@seium’s participation in the North American matkand the Grupo Imsa
transaction, is expected further to increase theigipation; anc

. Pursue strategic growth opportunitie We have a history of strategically growing ouribesses through acquisitions. In addit
to strongly pursuing organic growth, we intendderitify and pursue growth-enhancing strategic djpjpities to consolidate
Ternium’s presence in its markets, gain furtheeasdo iron ore and other inputs, expand its oféeriof value-added products,
increase its steel production and increase itsildigion capabilities
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Our Competitive Strengths
We believe that the following competitive strengtlistinguish Ternium from its competitors and enteaits leading market position:

. State-of-the-art, low cost producerThe combination of a portfolio of state-of-the-dmty cost steel production mills (one of which
is fully integrated with iron ore mines), accessliersified sources of low-cost raw materials andtcompetitive energy and lab
sources and other production inputs and operaffigiencies makes Ternium a low cost producer eékaind a cost-competitve
producer of valu-added products

. Strong market position and extensive market reaTernium has leading market participation in Argeatand, following the
Grupo Imsa transaction, in Mexico. The locatiornt®froduction facilities gives Ternium favorablecass to some of the most
important regional markets in the Americas, inchgdihe North American Free Trade Agreement, or NAFandMercado Comun
del Sur, or Mercosur

. Experienced and committed management te:Our management team has extensive experiencedrkrenwledge of, the steel
industry, which enhances Ternium’s reputation & global steel markets. A large percentage of enios managers have spent
their entire careers working within the steel basses of San Faustin and its affiliates. Our manageteam has substantial
experience in increasing productivity and reduaogts, as well as in identifying, evaluating andsping growth opportunities and
integrating acquisitions; ar

. Strong financial position. We believe that, since the completion of our a@tigiublic offering in February 2006, Ternium has
maintained a solid financial position. Our strorglt flow generation provides us with the flexipiliind resources to enhance
existing businesses through investment projectd@nubke strategic investments and acquisiti

Our Products

The Ternium companies produce mainly finished amdidinished flat and long steel products which sotl either directly to steel processors
or to end-users, after different value-adding psses. Flat steel products include hot rolled auild sheets, cold rolled coils and sheets, tin
plate, hot dipped galvanized and electrogalvangtesbts and pre-painted sheets. Galvanized andapreeg sheets can be further processed
into a variety of corrugated sheets, trapezoidaé#s) corrugated and galvanized steel guard madsleains and other tailor-made products to
serve its customers’ requirements. Long steel prisdaclude billets (steel in its basic, semi-firégl state), wire rod and bars.

Flat steel products

Slabs: Slabs are semi-finished steel forms that are asddputs for the production of flat steel prodwtsh as hot rolled coils, cold rolled
coils, and the coated and tailor-made productsritestbelow. A slab is different from a billet (tsemi-finished product used for long steel
production) mainly in its dimensions. Both slabsl &illets are generally continually casted. The afsglabs is determined by its dimensions
and by its chemical and metallurgical charactexssti

Hot rolled products: Hot rolled products are used by a variety of indakconsumers in applications such as the manufag of wheels, auto
parts, pipes, gas cylinders and containers. Thewlao directly used for the construction of bunigghi, bridges and railroad cars, and for the
chassis of trucks and automobiles. Hot rolled petelaan be supplied as coils or as sheets cuspecific length. These products also serve as
inputs for the production of cold rolled products.

Cold rolled products: Cold rolled products are applied mainly to theoauttive, home appliance and capital goods indisstas well as to
galvanizers, drummers, distributors and servicéezenCold rolled coils are sold as coils or ctib isheets or blanks to meet customers’ needs.

Tin plate and tin free: Given its resistance to corrosion and its meclam@iod chemical characteristics, tin plate is nyagdld to the packagir
industry for food canning, sprays and paint corgesnTin plate and tin free are produced by coatirld rolled coils with a layer of tin and thin
crome, respectively, that is attached by an elptatimg continous process.

Hot dipped galvanized and p-painted sheets:Hot dipped galvanized sheets are produced by gddlayer of zinc to cold rolled coils, which
are afterwards cut into sheets. Galvanized shegtsiso be preainted, resulting in a product that is mainly siwldhe construction industry
building coverings, manufacturing of ceiling systgmpanels, air conditioning ducts and several ates. Ternium also offers, under the
trademark Zintroalum in Mexico and Cincalum in Antjaa, a
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distinctive type of galvanized product with coatit@mposition that contains 55% aluminum-zinc toriave product performance for
construction industry, including rural, industréald marine sites.

Electrogalvanized and pr-painted sheets:Electro-galvanized and ppinted sheets are sold not only to customersaatitomotive and hor
appliance industries, but also to clients workinghie construction of road-defenses, sewage systaidges and other infrastructure projects.
Electro-galvanized and pre-painted sheets are peatifrom cold rolled coils by adding a layer ofczthat is attached by an electroplating
continous process, in one or both sides. The eleatlvanized coils are subsequently cut and sol@edh sheets or are further processed v
color coating to produce pre-painted sheets. Eegalvanization provides products with a longerfulsiée and more resistance to corrosion.

Long steel product:

Wire rod: Rods are round, thin, semi-finished steel prodtiwsare rolled from a billet and coiled for fugtiprocessing. Rods are commonly
drawn into wire products or used to make bolts maits. Wire rod can be produced in different qigditaccording to clients’ demands.

Bars: Bars are long steel products that are rolled foilfats. Two of the most common types of bars pamtliare merchant bars and
reinforcing bars (rebar). Merchant bars includec#fmeshape features such as rounds, flats, angtpgres and channels that are used by client:
to manufacture a wide variety of products suchuasiture, stair railings and farm equipment. Rebarsed to strengthen concrete highways,
bridges and buildings.

Steel billets: Billets are semi-finished steel forms that areduse inputs in the production of long steel prodseich as bars, channels or other
structural shapes. A billet is different from abstaainly in its dimensions. Both billets and slalbs generally cast using the continuous casting
method. Following the completion of the Sidor natitization process, we will no longer produce digant volumes of billets. For more
information on the recent developments relatintheSidor nationalization process, see Item 4.cfimfation on the Company—A. History and
Development of the Company—Sidor Nationalizatioodess.”

Other products

Steel pipes and tubular product Welded steel pipe is typically used for the tramspf water, air, gas and other liquids. Tubuleoducts
include galvanized pipes for liquid conductionustural and industrial applications and light stanal shapes which can be used for a variety
of applications, including the transport of othemfis of gas and liquids under high pressure, ppelectrical cable conduits and also for oil
and gas applications.

. Tubes for general us. These are finished square or round ¢-section tubes (uncoated or galvanized) mainly urséioe
automotivepart and automotive industries, bicycles, furnitim@me accessories, hospital equipment, postsifermesh garden ai
poultry tools.

. Structural tubes These are high-quality and multi-purpose produetsommended for structures that need to withsspedific
mechanical stress. Typical applications for thebes are scaffolding, handrails and grrails.

. Tubes for mechanical applicatio. These are round shaped tubes (uncoated or gadhnnainly employed in assembled part
agricultural machinery and industrial equipme

. Conduction tube. These tubes, available without protective-rust covering (black) or galvanized, are used &orduiction ol
water, air, gas and special fluic

. Conduction electrical tubes (conduif)hese are electrical-resistant, welded, round-ghagees with coupling endings for either
wall covered or uncovered internal building elextiinstallations

. Petrol tubes. Tubing of up to 6mm in thickness, in nominal iide diameters of 2 3/8” up to 6", specially desigirfor oil
conduction applications or hi-pressure liquids

Beams.Open and tubular section products obtained byfoathing of steel strips.
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. C section (purlins. These are open structural steel profiles wi*C” shape, utilized as window frames, stilts, mainst
crossbeams and other elements in struct

. Z section (purlins) These are open structural steel profiles witd’ashape, utilized in the construction industry Building
structures. Due to its shape it can be overlappedstacked

. Tubular section These are small metallic beams used as suppoities and crossbars for installing windows, doesnes and
boards.
Rollformed products These are products obtained from the mechanicadfwamation of flat steel and used mainly in thastouction industry.
Rollformed products include:

. Insulated panel. Continuou-proces-made panel, formed by a polyurethane foam layevdx two steel painted sheets. Ther
isolation and easy installing joints are their mistinctive properties. There is a whole set dfiedént shapes and sections for this
product. Widely and successfully applied in waredes) commercial and industrial refrigeration iratains. Can also be used in
grain storage, poultry and porcine confinementitaes.

. Roofing and Claddin. Products made by r-forming of pre-painted, galvanized and 55% alumir-zinc coated steels,
sinusoidal, trapezoidal and standing seam profilasy are mainly used for roofing and side wallstfoildings of all kinds of
construction:

. Roof tiles. Product manufactured from galvanized prepainteel sits main advantages are that it is lightesreresistant and
waterproof and makes for a faster installation carag to similar systems. It is similar in appeaeattctraditional tiling but has the
durability of coated stee

. Steel Decl. Galvanized structural steel flooring system fardarn rapi-installation buildings. It optimizes constructiomés by
eliminating the need for traditional framing, aaliows for the simultaneous molding of terraced arezzanine floorings with
significant savings in building time and cos

Pre-engineered metal building systemEhese are steel construction systems for low-niea;residential buildings. Include frames, secondar
steel members, roofs and walls panels, as welhahings and accessories. All are precisely mastufad to meet or exceed the highest
standards of testing and certification.

We also produce pig iron and pellets.

Within each of the basic product categories thereriange of different “items” of varying qualitiasd prices that are produced either to meet
the particular requirements of end users or soltbasmodity items.

Production Facilities and Processes

Ternium operates state-of-the-art steelmakingifaes! We consider Ternium to be among the lowest producers in the Americas, as a result
of:

. strategically located plant

. favorable access to raw materials, some purchasaer lon¢-term contracts and others available at proprietaines, and access
cost competitive energy and labor sourt

. operating history of almost 40 years, which trateslanto solid industrial kna-how;
. constant benchmarking and k-practices sharing among the different facilitiesg
. intensive use of information technology in its potion processe:
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Our main steel production facilities are located\mgentina, Venezuela, Mexico, the United Statess @natemala. The following map shows
Ternium’s manufacturing centers and commercial netwffices around the world as of the date of #rnisual report. For more information on
the recent developments relating to the Sidor natipation process, see Item 4. “Information on@wenpany—A. History and Development
of the Company—Sidor Nationalization Process.”
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Ternium’s aggregate production capacity of hotewkteel products for the year ended December@®I, ®as of approximately 10 million
tons. Ternium’s aggregate production capacity n§jleteel products (wire rod and rebar) was 2.lignilons for the same
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year. In this annual report, annual production cépas calculated based on standard productigsgimated product mix allocations a
considering the maximum number of possible worlghifts and a continued flow of supplies to the picn process. We expect these figt
to be adversely affected by the loss of Sidor inindustrial system.

Argentina
Ternium’s subsidiary Siderar is located in Argeatand conducts its operations through productioititias at the seven locations described
below. Each facility is owned by Siderar and lodatethe Province of Buenos Aires, Argentina.

The following table presents the annual productiapacity of the major operational units of thelfes located in Argentina as of
December 31, 2007:

Capacity

(Thousand tpy’
2 Coke Plant: 1,27(
1 Sinter Plan 1,43(
2 Blast Furnace 3,70(
1 Continuous Castin 2,85(
1 Hot Rolling Mill 2,75(
2 Cold Rolling Mills 1,61(
1 Tinning Mill 16C
2 Galvanizing Mills 53C
1 Electrc-galvanizing Mill 12C
1 Painting Facility 65
2 Welded Steel Tubes Faciliti 19C

Ramallo. Our principal manufacturing facility in Argentinga fully integrated, strategically located plantthe banks of the Paran& River t
the town of San Nicolas in the district of Ramalldnich is approximately 280 kilometers north of thy of Buenos Aires. This plant was
acquired in the privatization of the state-ownethpany Somisa in 1992. The Ramallo facility produaksf Argentinas operations crude st
and has an effective annual production capaci®.®fmillion tons per year (“tpy”). The Ramallo fhiyi includes:

. two coke oven plant:

. a continuous feed sinter pla
. two blast furnaces

. a steel making plan

. a hot rolling mill;

. a cold rolling mill;

. an electrolytic tinning mill

. two service centers: one for tin plated producith & current capacity of 155 thousand tpy and fzerofor hot rolled product with a
capacity of 130 thousand tg

. a 27 feet deep, tv-dock port on the Parana river used for the recemifadaw materials (mainly iron ore and coal) aodthe
shipment of finished products; a
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. auxiliary services such as a ther-electric plant, an oxygen, nitrogen and argor-separation plant, lime kilns, a maintenance ¢
and computer and training cente

Ensenada The Ensenada plant has a capacity of up to 1libmiby of cold rolled uncoated sheets and cditge hot rolled coils it uses come
from the Ramallo facility, located at a distance380 kilometers by land and approximately 300 kiébens by river. The plant is located on the
bank of the River Plate at Ensenada, approxim&@lyilometers south of Buenos Aires. The facilitgludes:

. a cold rolling mill; anc
. a private port with one freight platform of 150 et capable of unloading vessels of up to 35 thalisans and other auxiliary
installations for maintenance and administrativiivies.

Florencio Varela. This facility is located in Florencio Varela, 30dmeters south of Buenos Aires at a distance dfiBneters and 295
kilometers from Ensenada and Ramallo, respectividlis plant receives cold rolled coils from Ensemadd Ramallo as raw material for its
own processes. The facility in this location inaad

. an electrolytic galvanizing plar

. two services centers that produce blanks, skelshadts, which are customized steel shapes cutffabisteel products for use |
customers in the manufacture of finished produidte service centers have a production capacit@0ftdousand tpy of blanks and
customized product:

Haedo. The Haedo plant is located at a distance of 9fhiéters from the Ensenada facility and 270 kilomseft®m Ramallo. Crude cold
rolled sheets used at the plant are received fheniRamallo and Ensenada facilities. The Haedo ptahides a continuous hot dipped
galvanizing line and a cut-to-length line, four gbes and five presses.
Canning . This facility is located in Canning, approximatdl§ kilometers south of the city of Buenos AirekisIfacility includes:

. a galvanizing line used for the production of hipipgd galvanized steel and products under themmade* CINCALUM.”

. a continuous painting line for coils fully dedicdt® the construction and home appliance mar

. a cu-to-length line and corrugating machines for the préidncof a variety of corrugated produc

Rosario. This facility is located in Rosario, Santa Fe pnoae, approximately 300 kilometers north of thg it Buenos Aires. This facility
provides steel tubes welded by electrical resigtamith a capacity of 130 thousand tpy for strudtusze.

San Luis. This facility is located in San Luis, San Luis wirece approximately 800 kilometers north west @f ity of Buenos Aires. This
facility provides steel tubes welded by electrieadistance with a capacity of 60 thousand tpy fiarcsural use.

Venezuela

Sidor owns an integrated steel manufacturing corniéh flat and long steel production capabilitiiss located close to the city of Puerto
Ordaz, in the industrial zone of Matanzas on thekbaf the Orinoco River. This prime location coctisghe facilities directly to the Atlantic
Ocean.
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The following table presents the annual productiapacity of the major operational units of the cterpocated in Venezuela as of
December 31, 2007:

Capacity

(Thousand tpy’
1 Pelletizing Plan 8,00(
2 Direct Reduction Plant 4,80(
1 Slabs Steel Shc 3,60(
1 Hot Rolling Mill 2,80(
1 Cold Rolling Mill 1,70(
1 Tinning Mill 20C
1 Billets Steel Sho| 1,40(
1 Wire Rod 60C
1 Bar Mill 46C

The complex includes:
. a pellet plant that produces pellets used as ratemabs in the production of direct reduction ir@m,DRI;

. three types of direct reduction technologies talpoe DRI: a continuous bed reduction techniquegusiidrex | and Midrex Il
technologies; and one fixed bed reduction technicgireg HYL Il technology

. a steel making plan

. a hot rolling mill;

. a cold rolling mill;

. facilities for the production of billet:

. facilities for the production of wire roi

. facilities for the productions of bars; a
. a cu-to-length line for hot rolled produc

Mexico

Ternium conducts operations through facilities tedan the Mexican cities of Monterrey, ApodacagBla and Monclova. Furthermore,
Ternium sources all of the iron ore used in its Mar facilities from its mines located in Colimadadichoacan, and refines that iron ore into
DRI using proprietary technology.

The following table presents the annual productiapacity of the major operational units of the ctexpocated in Mexico as of December 31,
2007:

Capacity

(Thousand tpy.
3 Direct Reduction Plant 2,49(
1 Slabs Steel Shc 1,85(
2 Billet Steel Plant: 1,46(
4 Hot Rolling Mills 4,32(
7 Cold Rolling Mills 2,28(
7 Galvanizing Lines 1,46(
6 Painting Lines 62C
14 Tubing Mills 64C
5 Panel Lines 8C
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Monterrey. Ternium’s facilities in Monterrey’s metropolitanea, include:

. two DRI facilities;

. a steel making plan

. three hot rolling mills

. six reversing cold rolling mills and one tandem &-continuous cold rolling mill

. six pickling lines, annealing ovens, four tempelisnthree ski-pass mills and tension leveling equipme

. six galvanizing lines

. five painting lines

. fourteen tubing mills

. five panel lines; an

. three steel service centers that produce a vasfetpecialized products, with a total capacity & @illion tpy.
The primary raw materials required for the Montgrfigilities’ production of steel include DRI, whicTernium produces in its own direct

reduction facilities, and/or other iron materialimmbination with steel scrap that Ternium buythimdomestic or international markets.
Ternium’s materials procurement policy is describedreater depth in the section entitled “—Raw &fetls and Energy.”

Close to Ternium’s Monterrey facilities are the @8ustrial Nogalar, CS Comercial Apodaca, and Gfisitrial Apodaca service centers
dedicated to the processing of non-coated and daté¢el to produce slitted, cut to length, rollfedrproducts and shapes in various widths and
lengths. The total processing capacity in Montesrégeilities is 2.5 million tpy.

The Monclova Plant—Coahuila.Located in Monclova, Coahuila, the Monclova Plardedicated exclusively to the production of cdateel
This plant purchases cold rolled coils in the daimesarket and also receives cold rolled coils figlonterrey as raw material for its own
processes. The facility in this location includes:

. a galvanizing line; an
. a painting line

CS Industrial San Luis. This service center is located in San Luis Pdbtate, south of the city of Monterrey. This fagilfirocesses coated
steel to produce slitted and cut to length prodirctarious widths and lengths. CS Industrial Sarsltotal processing capacity is 190 thousand

tpy.

The North Plant—Apodaca.Located in Apodaca, Nuevo Ledn (near Monterreyxi®t®, the North Plant is dedicated exclusivelyte
production of rebar. This plant uses 100% steelseas metallic input for its operations, and inelsidn electric arc furnace, a continuous ci
a reheating furnace and a rolling mill.

The Puebla Plant—Xoxtla.Located in Xoxtla, Puebla (120 km from Mexico Gjtthe Puebla Plant produces both rebar and wig ro
including high-carbon, low-carbon and micro-alloyeite rod. The Puebla Plant has a direct redudteility to produce DRI, one electric arc
furnace, a ladle furnace, a vacuum degassing statige continuous caster, a reheating furnacealtidlgrand finishing mills.
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Las Encinas mines Las Encinas is composed of three separate iromares: Aquila and Cerro Nahuatl, which are in atien and EI Encinc

which is currently idle. All of them are locatedamets pelletizing plant, in the Mexican State ali®a, with a maximum annual capacity of
1.9 million tons.

. Aquilais an open-pit mine in Michoacan, Mexico, which &egperations in 1998 and is the largest mineeat&s Encinas site.
Aquila has the highest percentage of iron conterdgray the Las Encinas mines, and has the optionoafuging raw iron ore lump
that can be used directly in the DRI plants mixéth\pellets. Ore mined at Aquila is transportedhe pelletizing facility by rail an
truck.

. Cerro N4huatlis an open-pit mine in Colima, Mexico, which begmerations in 1988. Cerro Nahuatl has the lowestgoeage of
iron content among all of Terniusimines at Las Encinas, and therefore has the taweprocessing efficiency. Ore mined at C
Nahuatl is transported to Terni’'s pelletizing facility through a seven kilometeursy pipe and then 42 kilometers by ri

. El Encinois an underground mine in Jalisco, Mexico, whichdreoperations in 1998 and is not currently in asg¢he Aquila mine
is a less expensive option for supplying iron @me.open-pit mine called El Encino was previouslgmied on the same site from
1970 to 1998. Ore mined at El Encino is shippetthéopelletizing facility by gondola cable ca

Ternium’s mining operations at Las Encinas areilfllex giving Ternium the ability to halt producti@t one or more of its mines from month to
month depending on market conditions. Annual prtidnacapacities for the different production lirfghe Las Encinas mines are set forth in
the following table:

Facility Product Capacity
(Thousands tpy)
Crushing Plan Crushed ort 4,800
Concentration Plar Concentrate! 1,920
Pelletizing Plan Pellet 1,900

For further information please refer to “—Produnt®rocess—Mexico.”

Pefia Colorada mine The Pefia Colorada mine consists of a single laigeng site located in Minatitlan, Colima, Mexicbhe mine is an
open-pit mine which began operations in 1975, aslehproduction capacity of 8.5 million tons ofstred iron ore per year. There is a tine
pelletizing plant serving the Pefia Colorada min#) @ total installed production capacity of 4.0lion tons of iron ore pellets per year plus
and additional 0.4 million tons per year of pefestd. Pefia Colorada has convenient access to s@aplarilroad facilities that enables the
distribution of the iron ore pellets to the domestind international markets.

Pefia Colorada is operated by Consorcio Minero Behiérez Pefia Colorada, S.A. de C.V., which hashaoeholders—Ternium Mexico,
S.A. de C.V. (“Ternium Mexico”) and Mittal Steel karo Cardenas (“MSLC"), a subsidiary of the Arc®dtal group. Through Ternium
Mexico, Ternium holds 50% plus one share of Peflar@da and MSLC holds the remainder. Under thetiegisirrangements, Pefia Colorada
is required to sell half of the mine’s productionMSLC. See “—Raw Materials and Energy—Mexico—Ilaye.” Annual production capaciti
for the different production lines of the Pefia Catta mine are set forth in the following table:

Facility Product Capacity
(Thousands tpy)
Crushing Plan Crushed ort 8,500
Concentration Plar Concentrate! 4,400
Pelletizing Plan Pellet 4,000
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For further information please refer to “—Produnt®rocess—Mexico.”

United States of America

In connection with the Grupo Imsa transaction ity 2007, we acquired four operating facilities deded to the production of coated steel and
several businesses focused on downstream produttseavices in the United States.

The production facilities are located in the statekouisiana, Washington, Alabama and Califorfiiae other businesses offer products and
services such as panel, steel decks and pre-engéhbeildings, with service centers and sales effithiroughout the United States. The
following table presents the annual production cipaf the major operational units of the facdgilocated in the United States as of
December 31, 2007:

Facility Product Capacity
(Thousands tpy

1 Cold Mill Cold Rolled Coils 450

3 Galvanizing Line: Galvanized and coated she 700

4 Painting Line Pre-painted sheel 500

Kalama. The Kalama plant uses hot rolled coils and calt#lkd coils as raw materials, which are purchdeetie international market. The
plant is located on the West Coast of the stai®ashington. The facility includes:

. a pickling line with a capacity of 560 thousand;t

. a cold rolling mill with a capacity of 450 thousatpy;

. one galvanizing line with a capacity of 240 thousgy;

. one painting line with a capacity of 110 thousgmd &and

. a cu-to-length line and a slitting machine for the prodoietof a variety of processed produt

This facility was sold on February 1, 2008, as péthe sale of certain non-core assets in theddrBtates. For more information, see “G.
Recent Developments.”

Shreveport This facility is located in Shreveport, Louisiamathe bank of the Red River, approximately 556rkitters north of New Orleans.
This plant purchases cold rolled coils in the ing&gional markets as raw material for its own preessThe facility includes:

. one galvanizing line with a capacity of 240 thoutgpy;

. one painting line with a capacity of 160 thousgmnd aind

. a slitter to produce customized produ
Rancho Cucamonga The Rancho Cucamonga plant is located in Califor@bld rolled coils used at the plant are purcthéis¢he
international markets. The Rancho Cucamonga phehtides a galvanizing line with a capacity of 286usand tpy of coated sheets and a
painting line with a capacity of 105 thousand tplre facility also operates a slitter for the pratitut of customized products. This facility was

sold on February 1, 2008, as part of the sale méicenon-core assets in the United States. Foernmdormation, see “G. Recent
Developments.”
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Fairfield. The Fairfield plant is located in Alabama. Hotpll galvanized coils used at the plant come frarSthreveport plant and are also
purchased from the domestic market. The Fairfitdthtaincludes a painting line with a capacity obXtRousand tpy. This facility was sold on
February 1, 2008, as part of the sale of certamaeure assets in the United States. For more irdtiom, see “G. Recent Developments.”

Central America

In connection with the Grupo Imsa transaction ity 2007, we acquired facilities in Central Amerid@dne operations include one coated steel
production facility in Guatemala and service cemtarCosta Rica, Nicaragua, Honduras and El Salvdde production facilities receive cold
rolled coils from the plant in Monterrey and alagghase them from the international market. Theisercenters receive galvanized sheets
from the Guatemala plant.

Guatemala. This facility is located in Villa Nueva, Guatemaathe metropolitan area of Guatemala City. Thalitg includes two galvanizin
lines with a capacity of 125 thousand tpy, and esses coated sheets at its service center withlittee, four cut-to-length lines and eight
rollforming lines to produce customized productsamious widths and lengths.

Costa Rica, Nicaragua, Honduras and El SalvadoFhe service centers located in these countriesegsocoated sheets from the Guatemala
plant and include cut-to-length and rollforminge

Production proces:

Ternium specializes in manufacturing and procesBaigand long steel products. In the case ofgtaducts, slabs are reheated and taken to
rolling temperature. This treatment removes mingesficial defects and softens the steel to peitsittansformation in the hot rolling mill to
defined specifications. Hot rolled coils and sheeatis be processed with or without scaling, accgrttinthe clients’ uses and needs.

Hot rolled products can also be put under a deftamgrocess at normal temperature (cold rollimgetduce their thickness and obtain cold
rolled products. These products can be sold inecfadm to the market (full hard) or processed im itbheating ovens, annealing bays and
tempers lines, to modify their metallurgic and getnic characteristics. The tempered products casolibas coils or sheets or processed with
chromium or tin coverings.

In the production of long products, billets aregated and taken to rolling temperature. As in teeof slabs, this treatment removes minor
superficial defects and softens the steel to pdatsitansformation in the rolling trains to obtawuire rods and bars as final products.

The production processes in Ternignfacilities in Argentina, Venezuela and Mexicdelifin certain respects. We include a brief desicnipof
the different processes below.

Argentina

Ternium’s Argentine subsidiary Siderar is the phiynategrated manufacturer of flat steel produntéigentina. Siderar produces crude steel
through the use of blast furnaces, which are latganbers lined with refractory bricks used to mpigeiron through the melting of pellets,
sinter (a mixture of iron ore and limestone) ankecd’ he molten pig iron is then mixed with steebgcand limestone in a basic oxygen furn
through a process that removes impurities fronpigéron by injecting pure oxygen at high pressate the molten metal, burning-off carbon
and other elements. The molten steel is then &isg the continuous casting method into slabs.steel slabs are then sent to a hot rolling
to be reheated and rolled into hot rolled coils.

Depending on its final use, the hot rolled coilhien scaled, tempered and pickled, before beingfeerale as coil or cut into steel sheet.
Alternatively, the hot rolled coils may be sentatoold rolling mill for use as an input in the puation of cold rolled coils. In certain cases, ¢
rolled coils are processed in an electrolytic ciegiine, an annealing line and a two-stand tenmpidrto produce thin steel used to produce tin
plate.
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Cold rolled coils can be further processed intwvguaized or electro galvanized sheets (by addifgreldyer of zinc to the products through
different processes), tin plate (by adding a thirel of tin) or pre-painted products. Siderar dan process its production into cutdemgth anc
tailor made products according to its customersdse

Venezuela

In Venezuela, Sidor manufactures a wide varietsteél products ranging from semi-finished prodscish as slabs and billets to finished
products such as hot, cold and coated flat procaradswire rod and bar long products.

Sidor produces steel through the direct reductidroa ore, and the use of electric arc furnaces #re complemented by secondary metallurgy
equipment to assure product quality.

The first step of the production process is thd@yggration of iron ore minerals in the pellet plarte pellets obtained are further processed in
the direct reduction furnaces, to obtain DRI that be used as raw material in the electric arcaitgs to produce steel.

The resulting molten steel, which is obtained ugirigharily DRI, has a high quality and low conteriresidues and impurities. The molten
steel is then refined in the secondary metallufgidities, where it is mixed with ferroalloys. Tiséeel is afterwards casted into semi-finished
products (slabs or billets) that are destinedHtergroduction of flat or long products, respectjvel

Mexico

In Mexico, Ternium’s subsidiaries manufacture detgrof steel products, including hot rolled cailsd sheets, cold rolled coils and sheets,
rebar and wire rod, tubular products, such as vaepdiges, and processed steel products includingageded steel, prpainted steel, mechanic
tubular products and insulated panels.

The production process begins with the sourcinigaof ore from Ternium’s own mines in Mexico. Thearaxtion consists of drilling, loading
and transporting the iron ore to a grinding fagilit order to reduce it to a specified size andiguthrough the grinding process and the
separation of ore with low iron content.

The ore is then shipped to the pelletizing plaritere is gradually fed into a grinding mill to belueed to a certain size. After grinding, the ore
goes through magnetic drums that separate thdrisanthe sterile material. The grinding and concatitn processes are repeated two more
times in order to eliminate all the possible stenlaterial, concentrate the iron to obtain a pe&ligt high iron content. These processes are
carried out using water as an auxiliary elementelSs water is afterwards eliminated, leaving onéyrtecessary humidity for the formation of
pellets using pelletizing disks. Pellets are sepdraccording to their size and are then hardemegéns. The processed pellets are then sh
to the steel producing facilities for the DRI preseNext, the electric arc furnaces melt a comhinaif steel scrap and DRI to produce liquid
steel.

For flat products, molten steel is casted into slafing state-of-the-art technology that produbasdlabs, which then are rolled into hot and
cold rolled coils. The steel is then further praessto higher value-added products such as gak@uaizd prepainted steels, as well as tubing,
insulated panels andarchitectural panels, etc. Méepurchase from third parties slabs for furth@cpssing.

Finally, for long products, molten steel is casbisteel billets that are rolled into rebar andewind, such as tire cord and cold heading qual
One of Monterrey’s DRI plants includes the lateRIBYL ®technological advances, such as Hytémprhich permits the hot discharge of -
DRI to the electric arc furnace generating sigaificenergy savings and improving productivity. Tise of state-of-the-art proprietary
technology allows our subsidiarigg’oduction in Mexico to accommodate higher propmsiof steel scrap and other metallic charge wiggm
natural gas prices make DRI more expensive to p@du
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Sales and Marketing
Net Sale:

Ternium primarily sells its steel products in tlegional markets of North America and Central andtS@merica, where it can leverage its
strategically-located manufacturing facilities t@yide specialized products and delivery serviodsstclients.

Our total net sales amounted to USD8.2 billion®2, USD6.6 billion in 2006 and USDA4.4 billion i6@5. For further information on our net

sales see Item 5. “Operating and Financial ReviestvRrospects—A. Results of Operations”.

The following table shows Ternium’s total consotethnet sales by product and geographical regiderins of U.S. dollars for the years

indicated:

For the year ended December 3.

In thousands of U.S. dollar. 2007 2006 2005
Flat Steel Product Sale:

South and Central Americ 3,743,47. 3,051,44! 2,403,43.
North America 2,617,31. 1,960,72; 949,15:
Europe and Othe 150,99¢ 48,41: 327,99
Total Flat Steel Products Sale: 6,511,78. 5,060,58; 3,680,58;
Long Steel Product Sale:

South and Central Americ 764,10 526,78( 370,63!
North America 695,95 735,82 252,57¢
Europe and Othe 6,852 2,15i
Total Long Steel Product Sale! 1,466,90 1,262,60. 625,36¢
Total Other Sales® 205,69. 242,397 143,82:

Total Sales

(1) The item"“Other Sale” includes mainly sales of pig iron and iron ¢

In thousands of ton:
(unaudited)

8,184,38. 6,565,58. 4,449,77.

For the year ended December 3:

2007 2006

2005

Flat Steel Product Sales Volumt
South and Central Americ

North America

Europe and Othe

Total Flat Steel Product Sales Volumt

Long Steel Product Sales Volum
South and Central Americ

North America

Europe and Othe

Total Long Steel Product Sales Volum:
Total Sales Volume®

(1) The Total Sales Volume does not include the tori3tber sales
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4,78C 4,361 3,46:
3,128 2,41  1,40¢
23¢ 88 514

8,14¢ 6,861  5,38¢

1,25i 94¢ 70¢
1,11 1,22¢ 50¢

15

5

2,38 2,17¢  1,21¢

10,53C 9,03t _ 6,60(
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South and Central Americi

Sales to customers in South and Central Americauatted for 56.1% of Ternium'’s consolidated salesndu2007, 56.4% during 2006 and
62.8% during 2005. See Item 5. “Operating and FrsrReview and Prospects—A. Results of OperatioRiseal year ended December 31,
2007 compared to fiscal year ended December 38620t sales” and —Fiscal year ended December 316 20mpared to fiscal year ended
December 31, 2005—Net sales.”

Ternium’s sales are oriented toward the constrodiod agriculture industry, the packaging and ganeector (especially for food, paints and
sprays), the tube and pipe sector (related todigjand gas transportation and distribution netwpthe automotive industry, the home
appliances sector and service centers that fuptfoeess Ternium’s steel products to attend to @dar requirements of steel users.

Ternium serves industrial clients (such as thogbe@fiutomotive industry) that require customizestpcts that it can produce through its
service centers and finishing facilities, as welcammercial clients that further process steet distomer base in South and Central America
consists primarily of independent small- and medaired companies and distributors, which in turmcpss or retail the products to their
customers in different market sectors.

Ternium'’s principal clients in the region are located igémtina and Venezuela. Its sales in these courareesensitive to the general econc
conditions and government actions and policiesh siscthe restrictions in Argentina and Venezuelaestain foreign currency transfers. For
further information on the risks related to an istweent in Argentina or Venezuela please referamI8. “Key Information—Risk Factors—
Risks Relating to the Countries in Which We Opefdter more information on the recent developmeatating to the Sidor nationalization
process, see Item 4. “Information on the Company-Hiatory and Development of the Company—Sidor Nal@ation ProcessWe also se
to clients in other South and Central American ¢des, including Colombia, Ecuador, Chile, Perua@mala, Costa Rica and Honduras.

North America

Sales to customers in North America accounted fo8% of Ternium’s consolidated sales during 20@72% during 2006 and 29.1% during
2005. See Item 5. “Operating and Financial Reviad Rrospects—A. Results of Operations—Fiscal yadeé December 31, 2007 compared
to fiscal year ended December 31, 2006—Net saled™aFiscal year ended December 31, 2006 comparkésttl year ended December 31,
2005—Net sales.”

Ternium’s largest markets in North America are Mexand the United States.

Most of Ternium’s Mexican customers are located fiteglants in Monterrey and Puebla. Flat steetipcts are mainly sold in Mexico to
construction companies, to industrial custometh@packaging, electric motors and service centustries, and to distributors and auto parts
manufacturers. The principal segments in the Mexzated steel market are construction, manufagfu(gir conditioning, lamps and
furniture), appliances and auto parts. Ternium gaheserves industrial clients that require higlality specifications, as well as commercial
clients through service centers and warehousesrélifeg and wire rod markets in Mexico are geneiciigracterized by a large number of
orders of small volume, and competition is largedged on price. The customer base for bar andromtlipts in Mexico consists primarily of
independent dealers and distributors, who in tatailrthe products to their customers in the camsion industry. Ternium markets its tubular
products mainly through Mexican independent distigbs, and the balance is sold directly to indastiients.

Clients in the United States of America are semieglctly through the Louisiana plant and throughnfiem Internacional’s Houston office and
distribution and service centers, which managesfrart and logistics issues and provide local sesvand assistance. The Gulf Coast and a
large portion of the West Coast, in particular, fast growing regions in which our Mexican facégiare highly competitive. The main markets
in the United States are the construction indusitriy the energy market and its related steel consomp
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Europe and Othel

Sales to customers in Europe and other marketsiate for 2.1% of Ternium’s consolidated salesmp£007, 1.5% during 2006 and 8.2%
during 2005. See Item 5. “Operating and Financ&liBwv and Prospects—A. Results of Operations—Figeat ended December 31, 2007
compared to fiscal year ended December 31, 2006-s®les”and —Fiscal year ended December 31, 200@aaed to fiscal year ended
December 31, 2005—Net sales.”

Ternium'’s largest markets in Europe are Spain &yl IClients in Europe are mainly independent,lsnaad medium-sized companies
dedicated to steel processing. A large part of taichases are of cold rolled coils and coatedymts, which are mainly produced in
Argentina. Their production is generally directed/ard the construction, furniture and appliancaigides. Ternium’s sales to Europe are
carried out through the Ternium commercial netwakile Ternium profits from a long-term relationghiith most of its European clients,
sales orders are in general received on a mon#dig kat spot prices.

Sales to Asia are generally made on a spot badialude overrolling materials.

Pricing
The prices of our steel products generally refiernational market prices for similar productse \Atjust prices for our products periodically
in response to changes in the import prices ofigorsteel, export prices, and supply and demanellt8en 5. “Operating and Financial Review

and Prospects—Overview.” The actual sales pricatsvile obtain for our products are also subjechéospecifications, sizes and quantity of the
products ordered.

Marketing
Our marketing strategy is to:

. continue to shift Ternium’s sales mix towards highmargin value-added products and services. Weatxpéncrease Ternium's
offerings of value-added products such as col@dadheets and coated and tailor-made productsenites, such as just-in-time
deliveries and inventory management. In order tsaorernium will continue to work with clients amticipate their needs and
develop customized products for particular appiicet; anc

. maximize the benefits arising from Ternium’s breedwork of distribution, sales and marketing segidNe expect to continue to
expand Ternium’s customer base and to increasetlitéces in major steel markets. We plan to devéknmium’s sales and logistic
services through its commercial network, includimgort operations, stock administration, and deihand storage program

Ternium maintains a strategic presence in seveagdmsteel markets through its network of commeiafitices, which allows it to reach clients
principally outside its regional markets.

Ternium adapts its strategy according to the diffieregions it serves. Its sales force specializdifferent regional requirements ranging from
product specifications to transport logistics.

In order to increase Ternium'’s participation iniog@l markets and improve services provided toamsts, Ternium consolidated its
international sales and marketing activities thfotigrnium Internacional’s network of commercialicés. Ternium Internacional develops its
services through branches, which are 100% fullyexvioy Ternium Internacional and are strategicalbated in the Ternium’s key markets.
Ternium Internacional has a strong presence imihi@ steel markets such as the Americas and Ewoghdras extensive experience promoting
steel products. Its marketing expertise helps Tenrtio expand its position in current markets andeweloping new ones.
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South and Central Americi

A principal component of Ternium’s marketing stggtén South and Central America is establishingidgsand close relationships with
customers. This allows Ternium to provide assigandts customers in their use of steel produetsta obtain downstream information that
can be applied to future product development.

In 2003, Siderar established a department focusetleodevelopment of small- and medium-sized conegaPropymes), under a program
created by the Techint Group for the developmeiitisaflients and the local industry. The objecibfehe program is to improve the
competitiveness of clients and suppliers, to ireegheir exports and allow them to substitute intgofar local products. Nearly 310 companies
are part of this program, which provides supportli@ commercial, financial, industrial and indfibmal requirements of these companies.
Propymes was also implemented in Venezuela in 20@4Mexico in 2007, with the same objective of poting local industry.

Ternium'’s sales force in this region is orienteddod serving the specific needs of different magesttors, such as the construction industry,
the packaging and canning sector (especially fod fpaints and sprays), the tube and pipe seafatéd to liquids and gas transportation and
distribution), the automotive industry, the homelémces sector and steel processors. Througkritéce centers, Ternium can cut, paint or
conform its products to specific client requirenser@ustomized products include metallic roofingpaparts, steel for agricultural machinery,
different types of tin used to produce sprays amdl fcontainers and cut-to-length products usetierhbme appliance and construction
industries.

In addition to its offices located in Argentina,n&zuela and Guatemala, Ternium has commercial @méhéstrative offices in, Colombia,
Ecuador, Peru, Uruguay, and service centers irmEl8or, Honduras, Nicaragua and Costa Rica. Toiises generally provide commercial
services such as the development and maintenaroamtcts with clients and end users, analysisisinesses opportunities, assistance to
buyers before and after sales, participation ingpniegotiations, analysis of the market and congustand assistance in the design and
organization of the commercial and promotionaltegg for sales in the respective countries. Int@aldin some of these locations we are able
to provide customers with cut-to-length and othestomized products locally.

North America

The North American steel market is highly compegitisince most major international steel producdirg’ct part of their sales efforts to this
region. The Hylsamex acquisition and the Grupo Itrs@asaction significantly increased North Americahportance to Ternium’s overall
sales.

In Mexico, where our production facilities are lted, we can provide customized services and déiseternium’s principal steel clients in
Mexico are in the construction and manufacturirdustries (including steel furniture, automotive ahectric and home appliances).

Mexico’s steel market is strongly oriented towand eisers, representing 51% of our subsidiaries dtiegales in 2007 and 54% 2006. In
addition, several Mexican steel producers compéte we in the flat and long steel markets, inclgdkHMSA, Arcelor Mittal, DeAcero S.A.

de C.V., or DeAcero, and Aceros San Luis S.A. dé G Aceros San Luis. Ternium’s experienced stdese specializes in the needs of each
market sector and focuses on value-added prododtsexvices. In this competitive and end-user teigmarket, the extensive use of well-
known commercial brands allows customers to cle@tpgnize Ternium’s products. Ternium seeks teei@se its competitive advantage by
providing value-added services, including the téchirassistance related to steel use and prody&imhdeveloping new steel products.

Ternium has a commercial presence in the UnitettS§tancluding a plant and an office in Shrevepmd Houston. From these locations,
Ternium provides steel products and related sesviogistics, stock management and customer assista

Europe and Othel

Sales to Europe and the other markets are caniethmugh a commercial office located in SpainisTdffice is focused on activities such as
trading. It is also responsible for the developn@rdommercial and marketing activities in ordeetpand Ternium’s client base, the
organization of provision programs and activitieptomote steel products and the
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assistance in the purchase process for slabs amefineshed steel for Ternium. It also provides\dees related to other commercial
requirements, such as credit risk analysis andtatiell insurance, follow up on orders and othestomer support.

Competition
Global Market

The steel industry operates predominantly on aredibasis, with large industry participants sgllihe bulk of their steel production in their
home countries or regions, where they have natuhgdntages and are able to more effectively mamdee-added products and provide
additional customized services. Despite the linttet associated with significant transportationtgoas well as the restrictive effects of
protective tariffs and other trade restrictiongeinational trade of steel has generally incre@séle last decade as production has shifted
towards low-cost production regions. In additiance 2002, several large steel manufacturers harged with each other or acquired steel
companies in other parts of the world. This waveafsolidation has resulted in a number of larffha) producers with significant operations
in several regions and/or continents, contributthe increasing globalization of the steel indusConsidered as a whole, however, the steel
industry still remains considerably fragmented, paned with market conditions characterizing certdinur key suppliers and customers, e.g.
iron ore suppliers and the automotive industry.

Steel consumption has historically been centeratbieloped economies such as the United StatedeWdsurope and Japan. However, in
recent years steel consumption in Asia, and inqdatr China, has increased significantly. Moregwehrile production in Europe, Japan and
United States remains significant, steel produetBose regions have increasingly focused ondhimg and finishing of semi-finished
products.

There has been a trend in recent years towardigthedtry consolidation among Ternium’s competitéigr example, Aceralia, Arbed and
Usinor merged in February 2002 to create Arcelnd, BNM Holdings and Ispat International merged ict@»er 2004 to create Mittal Steel,
which subsequently acquired International Steeu@ré-urthermore, in June 2006, Mittal Steel andefoxcmerged to create the world’s largest
steel company, Arcelor Mittal. In April 2007, TeBéeel completed the acquisition of Corus. Despitettend, the global steel market remains
highly fragmented. In 2004, the five largest proehsqMittal Steel, Arcelor, Nippon Steel, JFE af@SZ0O) accounted for approximately 19%
of total worldwide steel production, with Arcelorittél, the largest, accounting for less than 109%0An 2007, 2006 and 2005, the five largest
steel producers accounted for 19%, 19% and 18%becésely, of total worldwide steel production (cpaned to 15% in 2000). In 2007, the
consolidation trend continued with the acquisitioMarch of Aceria Paz del Rio of Colombia by Vataotim, followed shortly by Gerdau
adquiring Chaparral Steel in July. In North Amerittee last independent Canadian producer was incargd to the northern block after being
acquired by US Steel in August 2007, and Terniuntinoed its growth through the Grupo Imsa transectn July. As a result of these
transactions, the top five producers of Latin Aroaraccount for 74% of the production in the region.

Steel prices in general, including for both fladdong products, have undergone significant vatgtih recent years. From 2000 to 2002, the
industry, especially in North America, experiendledtuating capacity, low demand growth levels atiter adverse conditions, which led to
depressed steel prices and also adversely impatteg steel producers’ profitability. In 2003 and20steel prices increased worldwide, due
to higher economic growth in most regions, partidyl China and other developing countries, as aghigher raw material prices (iron ore,
ferroalloys and energy). Prices decline in the dagtrter of 2004 and the first half of 2005, pditidue to inventory liquidation, but recovered
in the second half. Although prices in 2005 werlwehe 2004 peak, they remained well above thes direen 2000 to 2002. In 2006, prices
increased in the first half of the year due todregiobal economic performance and declined irstend half, but remained on average above
2005 levels. In 2007, the construction and autonedtidustry’s activity in the United States of Ariwarexperienced a slightly increase, which
affected the international steel prices. Duringfthet quarter of 2008, steel prices went up dubigtner raw material and energy costs
notwithstanding a decline in activity in the constion and automotive industries in the United &aGiven the strong competition that
characterizes the flat steel industry; several tt@sihave imposed trade restrictions to proteeir homestic steel industries from imports at
below market conditions, commonly referred to asiging.” For a summary description of some of theggilations, see “—Regulation—
Trade regulations.”
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South and Central Americi

Ternium competes against importers of flat steetipcts in Argentina and Venezuela, countries incWfiiernium is a leading domestic
producer. Producers of flat steel products usweljpy a strong competitive position in their donestarkets due to logistical and other
advantages that allow them to offer value-addedices and maintain strong relationships with domeststomers. Ternium’s subsidiaries
have established strong ties with major consunteflatosteel products in their home markets, whielve been reinforced by customized
delivery arrangements. For more information onrdeznt developments relating to the Sidor nati@atibn process, see Item 4. “Information
on the Company—aA. History and Development of thenpany—Sidor Nationalization Process.”

Argentina. Ternium’s subsidiary Siderar is the main produnekrgentina of flat rolled steel products and fadittle competition from

domestic steel producers across the majority gfritsluct lines. Its main competition in the Argeetiflat steel market is limited to imports,
mainly from Brazil. The main Brazilian producersflatt steel value-added products are Usiminas éaettolder of the Company), Companhia
Siderdrgica Nacional and Companhia Siderurgicaweafao (part of the created Arcelor Brasil). In tharket for intermediate products for the
manufacture of structural pipes, Ternium competetthé past with Acindar (an Arcelor Mittal subsigig an Argentine company mainly
dedicated to the production of long steel produdtich had a minor share in the flat steel marketJ@nuary 31, 2006, Siderar acquired assets
and facilities of Acindar related to the productimfwelded steel pipes in the province of SantinFergentina and 100% of the issued and
outstanding shares of Impeco S.A., which in turmew plant located in the province of San Luis rgehtina, for a total purchase price paid of
USD55.2 million. These two plants have an annuatlpction capacity of 140 thousand tpy of tubeseaaged in the construction, agricultural
and manufacturing industries.

We believe that the threat of new competitors émgethe Argentine flat steel market is mitigated by
. Terniun’s substantial domestic market shi
. the specialized service provided loca
. the high capital investment required to construcinéegrated manufacturing facilit
. the scarcity of good quality scrap in Argentinatdise in an electric arc furna“mini-mill”;

. Ternium’s low production costs and its potential abilityebgpand capacity at a relatively low investment cospared to the cost
building and installing an electric arc furng*mini-mill”; and

. the significant freight costs in exporting to Argiea, and especially the Buenos Aires area, wherst of the flat steel demand is
concentratec

Although Siderar has been the principal flat sprelvider in Argentina since its foundation, its ketrshare has been affected by the economic
and trade conditions in the country. During thed®%iderar faced increased competitive challefrges outside Argentina as a result of the
Argentine government’s trade liberalization polgi§ee “—Regulation—Trade regulations.”

We believe that Siderar has a competitive advantage potential foreign competitors based on iifitglio customize products to customer
specifications, including size and quality. Its itios was further improved by the Argentine crief2002 and subsequent devaluation that
benefited national industry competiveness.

Venezuela.Ternium’s subsidiary Sidor is the sole produceflaifsteel products in Venezuela. Sidor’s onlyrsewf competition in the flat
steel markets comes from imports. However, impoftegdsteel products do not account for a signiftgqaortion of the Venezuelan market,
representing only, on average, a 17%, 10% and 8#kenshare in Venezuela for the year ended DeceBihe2007, 2006 and 2005,
respectively.

Sidor is the main producer in Venezuela of longlgteoducts, but it faces competition from othemestic producers of long products. Sidetur,
a subsidiary of Sivensa, is Sidor’s primary contpeiin the domestic long steel products market.
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Siderdrgia Zuliana C.A., or Sizuca, also compdtes, lesser extent, for Ternium’s share of the dsiroenarket for long products and, in
particular, rebar.

For more information on the recent developmenttired to the Sidor nationalization process, sem He “Information on the Company—A.
History and Development of the Company—Sidor Nalation Process.”

North America

Mexico. Ternium has strong domestic competitors in the ibexsteel market and faces increasing competitam imports. Total imports of
flat steel products have increased sharply in repears and according to Canacero, the Mexican bkawof the iron and steel industry,
accounted for 29.4%, 32.7% and 28.8% of the Mexinarket in 2007, 2006 and 2005, respectively.

The largest Mexican competitor in the flat produnirket is AHMSA, an integrated steel producertedan Monclova, Coahuila that produ
a wide variety of steel products. Another significdlomestic competitor is Lamina y Placa Comer8idl. de C.V. (Grupo Villacero), a
distributor of steel products with operations thgbaut Mexico.

In the rebar market, Ternium’s largest competisoBiderurgica Lazaro Cardenas—Las Truchas S.A.de(CSicartsa”), that is currently part
of Arcelor Mittal. To a lesser extent, Ternium afaoes competition from Aceros San Luis and GruglMn the low-carbon wire rod market,
Ternium’s main competitors are DeAcero, Sicartsa, @ a lesser extent Aceros San Luis, Talleresgrés and imports.

The Mexican domestic market for small diameter wdldipe is regional, and competition from imponpedducts is not significant. Orders are
usually small and cover a wide range of product#igations. Ternium’s leading competitors in thigrket are Regiopytsa, Arcometal and
Tuberia Nacional S.A. de C.V.

The primary customers in the Mexican coated stegkat are the construction sector and manufacturamgpanies (e.g. of air conditioners,
home appliances and lighting fixtures). Ternium'aimcompetitors in this are Zincacero S.A. de G Galvasid.
We believe that the threat of new competitors émgethe Mexican flat steel market is mitigated by:

. the specialized service provided loca

. the scarcity of good quality scrap and high engngges in Mexico for use in an electric arc furn®mini-mill”;

. Terniun’s low production costs, including its supply ofrirore from its own mines; ar

. Ternium'’s ability to expand capacity at a relatively lowéstment cost compared to the cost of buildingiastlling an electric al
furnace mir-mill.

United States of Americalernium competes with U.S. manufacturers and 8istoirs.

Capital Expenditure Program

Capital expenditures in Ternium’s facilities durig07 amounted to approximately USD397.0 milliohe Tnain objectives of the capital
expenditure program of Ternium are to:

. increase steel production capacity to reduce pseshaf slabs from third partie
. reduce production cost

. improve product quality, equipment reliability apobductivity;

. comply with applicable environmental standards;
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. provide enhanced customer servic

In addition, Ternium is considering alternativesriorease its steelmaking capabilities though dtelghprojects in Latin America. Any such
long-term project would require significant capitalestments and would be subject to a high lef’ehcertainty.

No assurance can be made that Ternium will betabddtain the financing necessary to fund its prgjé capital and environmen
remediation expenditures.

Argentina

During 2007, Ternium carried out a significant istraent program to increase its production capaityimprove the product quality of its
facilities in Argentina. Siderar’s investment irdd assets amounted to USD140.7 million. The ppaddnvestments initiated or carried out
were:

. the expansion of the coke oven pli The construction of battery No. 5 began in 200d \was completed during 2007, increas
capacity by 210,000 tp

. the revamping of part of the coke oven pli The revamping of batteries No. 3 and No. 4 wasdhad during 2007 with tF
objective of improving performance and reducing grsssions

. the relining of blast furnace No..Zl'he relining work began in October 2006, anddtaet up of blast furnance No. 2 was in January
2007,

. the relining of blast furnace No..IThe preparatory works were launched during 266d,the relining will begin during October of
2008 and we expect that it would be finalized dydanuary 200¢

. the construction of a new bag house in the stemb . The construction of the new bag house in ordeedmice dust emissions to
environment started during July 2007 and was frealiin December 200

. the revamping of hot rolling milThe commisioning of slab reheating furnace No. § e@mpleted in January 2007. During 2C
we launched a new project aimed at expanding ptaxmucapacity by adding a new coiler. Productiopazaty is expected to
increase by a further 130,000 to

Siderar’s investment plan contemplates a signifiag@rease in crude steel production capacity ftbencurrent 2.9 million tons to 4.0 million
tons to facilitate growth of the manufacturing seéh Argentina and, at the same time, allow Tamio continue to play an active role in
international markets. Besides completing thosesitments initiated in 2004, the principal investtaef the plan are focused on the
installation of a new continuous caster and matgylequipment, the relining of blast furnace Nm1wo steps, the increase of capacity in
Siderar’s sinter plant from 4,000 to 5,000 tonsaesr and the modernization of the facilities farage and internal transportation of raw
materials.

The plans also contemplate the upgrading of prgs@atuction lines together with the incorporatidmew production lines. We expect that
incorporation of automation systems and the usevaflable capacity in the services area will imgr@voduction efficiency by allowing for
economies of scale and operating cost reductions.

Venezuela
During 2007, Ternium’s investments in fixed asset¢enezuela amounted to USD85.8 million. The nsigmificant investments and projects
carried out or initiated were:

. revamping of the HYL reduction pla@onstruction of the reactor structure is under veay the principal equipment, including the
reactor and auxiliar equipment, has been deliveyeétidor; old equipment is being dismantl
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. the improvement of the loading system in the filshopThis project boosts the capacity and flexibilitytoé loading system «
the plant. Stages 1 and 2 began in 2006 and sthggah in 2007

. the improvement of slabs shipping in the flat s¢belp.This project will eliminate operational bottlenedkghe flat steel shoy
. the installation of a new ladle furnace No.3 in #teel mill. The new ladle furnace commenced operations in SdpEe2007

Mexico
During 2007, our Mexican subsidiaries invested USD.1 million. The most significant investments gmdjects carried out or initiated were:

. the modernization of the thin slabbing plafthis includes the installation of a liquid coesluction system that provides casting in
variable thickness. The modernization will be costedl by the end of 2008 and will provide additaregdacity of steel casting and
hot rolled band production of 100 mty

. the revamping of the hot rolling mill No. This includes the installation of a new walk-beam slab furnace that provides
additional rolling capacity of 400 mtpy; the newlkag-beam furnace commenced operations in Septembert

. the revamping of the hot rolling mill No. This includes the installation of we-roll change system and the installation of r
interstand equipment in the finishing mill. The je is expected to be completed during July 20@8will provide an additional
rolling capacity of 400 mtpy

. the revamping of the galvanizing line N. This project commenced operations in July 208d, @ovides additional stri
galvanizing capacity for 40 mtp

. the installation of different strip processing Iim our service centers, including two sllittingds, one multiblanking line and o
cut to length line All the lines were started up during 2007 andvited additional capacity of 80 mtpy for cold rallegalvanized
and pr-painted products and additional capacity of 80 nfipyhot rolled products

Some of the main investments planned during the¢ finexyears are the modernization of cold rollmgls, which will provide additonal
capacity of 400 mtpy by the end of 2009, the opgmifthe Sierra del Alo mine site at the Las Ensioamplex, the modernization of certain
coating facilities and several information techrgyi@ystems projects. In addition to these investmy@nanagement is considering capital
expenditures aimed at routine maintenance or repiaat of equipment.

Information technology investment

In addition to capital expenditures at its plafitstnium has invested in the integration of its ptébn, commercial and managerial activities.
Some of the main information technology investmeaelate to the development of new software fonitmagement platforms. The first project
requires a significant technological change in Temis systems and will provide users with a newafehanagement tools on a proprietary
platform for the manufacturing, selling and distion of Ternium'’s products. Another project is egfed to develop technological tools for
related sectors such as human resources, finadcetl@r administrative sectors. The Ternium comgmitivested an aggregate of
approximately USD33.8 million in information techogy projects in 2007.

In 2008 and in 2009, we expect to invest in infalioratechnology projects designed to facilitate ititegration of and realize synergies among
Ternium’s subsidiaries and improve the security sneas over their information technology systems, tarcontinue developing the projects
initiated in 2006 and in 2007.
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Raw Materials and Energy

At Ternium’s integrated steel facilities in Argamdiand Venezuela the principal raw materials Tenntensumes are iron ore, coal and
ferroalloys. These are processed in blast or étegitc furnaces and afterwards in steel shops taimkither slabs, which are further processed
into value-added flat steel products, or billethjeh are further processed into wire rods and Bsr§ernium’s electric arc facilities in Mexico,
the principal raw materials are pellets and scfaqmther important raw material for Ternium’s protion processes are slabs, hot rolled coils
and flat rolled coils and energy. Below is a maseplete description of the raw material and enaifpation at Ternium’s integrated facilities
in these countries. For a description of some efritks associated with Ternium’s access to raveriads, see Item 3. “Key Information—D.
Risk Factors—Risk Relating to the Steel Industryied’fluctuations or shortages in the supply of raaterials and energy could adversely
affect Ternium’s profits.”

Argentina

In Argentina, Ternium’s subsidiary Siderar producegle steel through the use of blast furnace t@olyy. Siderar is the primary integrated
manufacturer of flat steel products in the countrigh an installed capacity of 2.9 million tonsafide steel. The principal raw materials us¢
produce steel are iron ore and coal. Important antsoof electricity and natural gas are also useétiénrmanufacturing process.

Iron ore. Iron ore is purchased under lotegm agreements from suppliers in neighboring Br&zices under these contracts are determine
an annual basis in accordance with market conditéord follow the prices agreed upon between themrajn ore exporters and their main
steel industry clients. Our aggregate annual copsiom of iron ore in Argentina ranges between 40 4.5 million tons. Approximately 70%
of Ternium’s local requirements for iron ore infdifent forms, such as pellets, lumps and sintet fiees (iron ore fines smaller than 6 mm) is
supplied by Brazil's Companhia Vale Do Rio DoceRD. The remaining requirements consist mainljuaip ore (i.e., iron ore within
certain size specifications ranging from 6 to 38)nfrom other suppliers located in Brazil, such a@sdfdacdo Corumbaense Reunida S.A., or
MCR, a Rio Tinto subsidiary and MMX Corumba (MMXjhe main contracts for these raw materials are @#iRD, MCR and MMX. Our
geographic location provides favorable accessgh buality lump produced in Brazil's iron ore mingkich are located in the Pantanal Region
(Mato Grosso do Sul state) through the ParaguayPanana Rivers. The use of barges to haul this lompeduces the raw material costs
associated with the provision of iron ore sincesthmines are outside of the international seabioade. The costs for iron ore in the seaborne
trade, which represents imports from Brazil int@émtina, has been increasing since 2003. The jpri2@07 increased 10% year-over-year
(mineral year) mainly because it was one of thietéigt markets in iron ore history.

In 2008, steel-making costs were impacted by rigiog ore prices (ranging between 65% and 87%).

Coal. Siderar obtains its coke through the processingpking coal and petroleum coke in its coke ov&iderar requires different types of
coal to produce coke. Coal is mainly purchased uadeual renewable contracts with long term comiakstippliers. Siderar uses different
international suppliers depending on the diffetgpes of coal used in the process, including Arigpal, BHP Billiton/Mitsui Alliance,
Xstrata/Glencore, Jim Walter Resources Inc and éaBBustralia. The amount purchased from each sempgépends on mainly technical
quality requirements of the blast furnace operatiand to a lesser degree on commercial conditiestémated consumption of coal and
petroleum coke is approximately 1.5 million tpyti®kum coke is sourced domestically from produseich as Exxon Mobil and Repsol YPF.

The price of metallurgical coal has increased sutisgtlly during 2008 due to tightening conditionghie global market as demand for
metallurgical coal in emerging economies has nenbmatched with production increases and supptyicgsns due to the effects on the
supply chain of climatic events (mainly floods ire8tern Australia but also harsh winter condition€anada and China). The price for
metallurgical coal has gone up approximately 200923rom USD 100 per ton to around USD 300-330 parduring 2008.

Electricity. Siderar consumes large quantities of electri@pp¢oximately 135 Mw) for its manufacturing actieg, particularly in its Ramallo
and Ensenada facilities. The electricity requileddver most of our facilities needs is self-
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generated by a wholly-owned thermoelectric plarihwan installed capacity of 110 Mw located at tlarRllo facility. Most of the energy
requirements of the thermoelectric plant are oleiinom blast furnace and coke oven gases anddgteam that is purchased from a power
plant located at the Ramallo facility owned by $@@eS.A.I.C., a subsidiary of Tenaris. As of théedaf this annual report, we are renegotia
the prices to be paid pursuant to the contracstieam purchased during the period from 2004 tetesent, following the “pesification” of the
contract to Argentine pesos at a one-to-one U.Bardo Argentine peso exchange rate in 2001. Thigract renegotiation could result in a
liability to Siderca for the period from 2004 taetpresent and higher future prices, the impacthé€lwis not expected to be significant. The
of the requirements are covered through the puecbfisatural gas from Repsol YPF and other markatiers, or with alternative sources of
energy such as fuel oil.

OPEL (“Operadora Eléctrica”), a subsidiary of Tesacurrently manages our subsidiary’s thermoeieplant and the plant owned by Siderca.
We pay an administration fee for its services. Thitsourcing contract is due to terminate in 2015.

Siderar covers electricity shortfalls or sells essms, as the case may be, at spot prices in thieselh® market. In order to mitigate these
shortfalls, it entered into an electricity suppbntract with Genelba Power Plant, which is ownedPbyrobras, to cover the Ramallo facilities
shortfalls. In addition, it has also entered insugply contract with Central Puerto Plant, whiokers the Ensenada, Florencio Varela and
Canning facilities shortfalls.

Natural gas. Siderar also consumes substantial volumes of alagas in Argentina, particularly to operate itadtlfurnace and power
generation facilities. The average daily consunmptibits facilities is approximately 1,200 thousanbic meters of natural gas.

The relative cost of natural gas in Argentina daseel substantially in 2002 following the Argentpeso devaluation and subsequent freezing
of tariffs in local currency terms. However, sirZ@#3, this cost gradually increased due to govemtah@nd private tariff negotiations and the
appreciation of the Argentine peso against the do8ar. Currently, the cost of gas and transpuamtais over 2001 levels, while the cost of
distribution is still below the level of 2001. Dng the last four years, the continuing increaseaitural gas demand in Argentina together w
substantial lack of investment in natural gas potidn and transportation have resulted in shortafestural gas to industries and private
consumers. See Item 3. “Key Information—D. RisktBez—Risks Relating to the Countries in Which Wee@pe—Argentina—Restrictions
on the supply of energy to Ternium’s operationdigentina could curtail Ternium’s production andyagvely impact Ternium’s results of
operations.”

Siderar had a long-term supply arrangement withsBeYPF until December 2006. From December 2006ugntb July 2007, Siderar
purchased gas from Repsol YPF at spot prices ampatiterms and conditions. A new short term agesgwas reached during August 2007,
which expired in April 2008. From April 2008 to tldate of this annual report, Siderar has been ging gas from Repsol YPF at spot prices
and on spot terms and conditions. The short-temaeagent with Repsol YPF covered most of Sideragm&llo facilities needs for natural gas
while the rest were covered, and continue to be@l; mainly by Pluspetrol, a gas producer, ancéddisi S.A, a significant natural gas trader
in Argentina. Negotiations for a new agreement R#psol YPF that would last tentatively up to 2@@8 under way.

Also, Siderar has a long term supply agreement Wettpetrol, a company controlled by San Faustiddémch 2003, Siderar entered into an
agreement with Tecpetrol under which Siderar pa&DtW7.3 million for the advance purchase of a total25 million cubic meters (up to

400 thousand daily cubic meters) of natural gasetdelivered over a period of 5 years on pricimghtethat will enable it to share through
discounts the impact of any increase in naturalpgizes over that period with Tecpetrol. Undertiérens of the agreement, we had a minimum
guaranteed return on this advance payment equaB®OR plus 3.5%. In November 2006, the gas purctidisem Tecpetrol covered the total
amount paid in March 2003. Since then, no discbastbeen applied to gas price. In May 2007, Tespetinceled the contract pursuant to a
termination clause that allows any party to terrtérthe contract after the USD17.3 million was paialj continues to supply gas at spot prices
and on spot terms and conditions. Siderar’s pussh&em Tecpetrol in 2007 and 2006 amounted to @Million and USD8.9 million,
respectively. Siderar covers any variation in é@guirements for natural gas in the spot market.

Siderar also has separate transportation agreeméht$ransportadora de Gas del Norte S.A. (TGNgnBportadora de Gas del Sur S.A.
(TGS), Camuzzi Gas Pampeana S.A. (Camuzzi), Gag®dl®&an S.A. (Gasban) and Metrogas. The main p@mation contract is with TGN,
which expires in April 2013. For the final distrifian phase, Siderar has several distribution cotgraith Litoral Gas (a company partially
owned by Tecgas, an affiliate of San Faustin), Cam@Gasban and Metrogas. The principal contraeftis Litoral Gas, which after the
renegotiation of the contract renewal, will exgimeDecember 2008.
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Other raw materials. Ternium has an on site oxygen, nitrogen and asggaration plants in order to extract these gasassk in the
steelmaking process. In December 1993, Terniuntisidiary in Argentina entered into a contract wAih Liquide Argentina S.A. for the
operation and maintenance of an oxygen separadiility at Ramallo that supplies oxygen, nitroged argon. This contract initially had a
term of 15 years and was renewable by mutual ageeert was amended in 2000 and 2002, and its tersrbeen extended until 2021. Under
the terms of the contract, Siderar is requiredke tor pay certain minimum daily amounts of oxygetrpgen and argon, which amounts are
consistent with its production requirements in Arigrea. Since 1993, Air Liquide had invested in reguipment in order to increase the plant
capacity.

Venezuela

The principal raw materials and energy inputs usesidor’s steelmaking activities in Venezuela mo@ ore, scrap steel and natural gas. Other
inputs used include electricity, oxygen and variotier gases.

Venezuela is rich in reserves of raw materials Use8idor. Sidor believes that Venezuela’s origetaindance of raw materials and the
proximity of Sidor’s facilities to such raw matdgarovide it with a significant advantage.

Sidor currently purchases its iron ore, electrieity natural gas through long term arrangementsenitities owned by the Venezuelan
government which as of May 31, 2008, through CV@ned 20.3% of the outstanding capital stock of BiGee Item 3. “Key Information-B-
Risk Factors—Risks Relating to the Steel IndustryieePfluctuations or shortages in the supply of raaterials and energy could adversely
affect Ternium’s profits.”

In April 2008, the Venezuelan government annourtseittention to nationalize Sidor. For more inf@tion on the Sidor nationalization
process, see Item 4. “Information on the Company-Hiatory and Development of the Company—Sidor Nalization Process.”

Iron ore. On November 12, 1997, Sidor entered into a contréttt FMO for the supply of iron ore. Sidor recesvan average of 20,000 tons a
day of iron ore at its facilities. The mines wh#re iron ore is extracted are San Isidro, Los Bexwog, Las Pailas and Altamira. Pursuant to this
contract, FMO will supply Sidor with 100% of itsraumal iron ore requirements until 2017. After 20th& contract is renewable for additional
twenty-year periods unless Sidor or FMO objectsaénewal at least 90 days prior to its expiratlidnder the 1997 contract, prices were fixed
on an annual basis according to a formula thattegbin the application of the lower of historicalst adjusted for U.S. inflation and certain
market reference prices. The 1997 contract aldaded a hardship provision, in which each of Sidlod FMO agreed to use its best efforts to
resolve inequities arising during the contractierteFollowing a public announcement by the Veneauglovernment that sought to pressure
Sidor to renegotiate the terms of the 1997 contescpermitted under the contract’s hardship pronjsSidor and FMO entered into an
amendment of the 1997 contract on November 11,.ZD85 revised contract sets the iron ore priceaidwer of:

. the price charged by FMO to its customers (othen ttertain newl-created sta-owned steel producers) in the Venezu
domestic market; an

. 80% of a market reference price (which percentagg dnop to 70%, as described belo

According to the new terms, the price of iron o follow the price of Carajas Fines. Due to éineended pricing formula, the cost of iron
ore for fiscal years 2006 and 2007 increased byoxapately 63% and 9.5%, respectively. Under thésed contract, the pricing formula may
be adjusted every two years, on the basis of pphlicy, Sidor's competitiveness and the evolutiinternational steel prices. In conjunction
with the changes in price conditions for the supgdlyron ore to Sidor by FMO, the Venezuelan goweent is offering a price reduction on raw
materials acquired from state-owned enterprises) as FMO, that may reach 10% over the agreed miaglarence price. These preferential
supply terms, as established in the applicable ¥eslan regulations, are conditioned on commitmentsotential beneficiaries to assist
development of the domestic industrial sector anslipport certain community needs. In June 20@KrSvas notified that it had been granted
a 7.61% discount on its iron ore price in connettigth the initial assessment of Sidor’s proposetustrial development plan. However, on
June 9, 2008, FMO gave notice to Sidor of the elation of certain
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price discounts previously available to Sidor immection with its iron ore purchases. The othenteand conditions of the 1997 contract
remain in effect under the revised contract.

Pellets. In connection with the iron ore contract, in 1&idor and FMO entered into another agreement unterh Sidor committed to sell,
upon the request of FMO, up to 2.0 million tpy eflpts to FMO, at a price based on the sale ptie¢hach FMO sells iron ore to Sidor plus a
bonus paid to Sidor for the production of pelleihjch is determined using market references.

Briquettes. In 2004, to guarantee its supply of raw materig@idpr, together with Tenaris, organized Matesiyfich they had interests of
49.8% and 50.2%, respectively. In July 2004, Magpeschased the assets of Posven for USD120 milRosven owned an idled iron-briquette
producing facility located in Ciudad Guayana, Varaa, with an annual capacity of 1.5 million tohktesi began production in October 2004
and is expected to ensure that Sidor can rely aadditional source of high-quality, loeest iron ore briquettes, enabling crude steel ypctdn

to exceed 4.5 million tpy.

Scrap. Sidor’'s consumption of scrap is approximately 880,tpy. In 2007, approximately 61.4% of the sarapd was obtained internally
from products with technological or qualitative eletfs.

Electricity. Sidor’s production process requires a large amofiatectricity. On August 21, 1997, Sidor enteireih a twentyyear contract wit
EDELCA, a Venezuelan state-owned company, for tipply of all of Sidor$ electricity needs. This contract will terminate2018. Pursuant
the terms of the contract, Sidor is committed tg, gaibject to a most favored nations provisiondithko the prevailing prices for other
established steel and iron producers in the regingnnual purchase price starting at USD17.14Wh, subject to annual adjustments
beginning in 2000 of up to 3% and increasing toxed price of USD20.06 per MWh for the years 200®tgh 2009. In addition, the terms of
the contract impose a minimum annual fee equab% @f the average estimated fees for the year eldwricity is supplied from one electrical
station in Macagua and three electrical statiorSuayana B located south of Sidor’s facilities. Bimergy is transmitted through four lines
primarily from the “Guri” hydroelectric plant, wita capacity of 10,000 megawatts. The inner linesdéstributed in seven sub-stations. Two of
these sub-stations distribute energy to the etefitrnaces and the rest cover the needs of thityaci

Natural gas. Sidor's DRI production process is heavily reliapbn supplies of natural gas. Sidor buys 100%sofiditural gas from PDVSA
Gas, a Venezuelan state-owned natural gas suppipany. In 1997, Sidor signed a twenty-year contrattt PDVSA Gas for the supply, on a
take or pay basis, of 230 million cubic metersmpenth of natural gas (the equivalent of 8.33 millaubic meters per day) of natural gas, and
must pay for a minimum quantity of 83.3 million d¢tilneters of natural gas per month. Sidor and PD\&& may, from time to time, revise
the maximum amounts to accommodate Sidor’s acttakal gas requirements and any plans for expantioder the terms of this contract,
Sidor is required to purchase the gas at a formprite that is capped at the levels paid by othetdished steel and iron producers in the
region. The contract expires in 2017, and is reidsvthereafter in five year increments.

Lime. Sidor obtains the majority of its lime from itske plant. The actual capacity of this plant is B00,tpy. The production of lime is
subject principally to Sidor's demands and to dsédemands.

Mexico

In Mexico, Ternium’s process for producing stediereon electric arc furnaces, which melt a comtiameof steel scrap and DRI to produce
liquid steel, which is then further processed tkenigs steel products. Ternium’s production progesglires extensive use of natural gas and
electricity, and energy costs are one of the largasponents of production costs.

Iron ore. As described under “—Production Process and Fas#i-Mexico” above, Ternium'’s subsidiaries own iests in two mining
companies in Mexico: 100% of the equity of the Esxinas mines, and a 50% controlling equity stakeefa Colorada, which operates
Mexico’s largest iron ore mine. In 2007, TerniurMexican facilities sourced 100% of their iron oeguirements from its own mines. Under
our arrangement with Pefia Colorada, we are conuhtittsell 50% of the annual production of the miméhe other shareholder of Pefia
Colorada, MSLC. From the combined iron ore outgetdined by us, approximately 80% went to our owedalireduction plants, while the
remaining 20% was sold in the international
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market mainly China and Malaysia. Most of the ioza exports to China were made pursuant to an ageteto supply 2.9 million metric tons
of pellets to China over a five-year period untéidh 2009.

DRI. Ternium’s vertical integration strategy in Mexisocentered on synergies created by mining its imamore and refining it to produce
DRI with its proprietary HYL® direct reduction process. We believe that oveldhg-term, DRI is the preferable metallic input the
production of steel because under ordinary circanss it is a less expensive and a better qualitytithan steel scrap. Nonetheless, Ternium
seeks to maintain flexibility in the mix of steerap and DRI that it uses in its electric arc faesmin Mexico, in order to better respond to
fluctuations in raw materials prices. Ternium Hass ability to substitute alternative metallics BIRRI in periods where economic conditions
make DRI more expensive to produce.

Slabs. Ternium’s Mexican subsidiaries consume large dtiestof slabs. Since the Grupo Imsa transactiomgraintegrated producer, a porti
of our requirements for slabs is covered by thidysuppliers. We have entered into a ten-yedr Sl@ply agreement with Corus UK Limited
(Corus) beginning on December 2004, which entigléaupurchase 15.4% of the production of Corus®ssite plant (estimated to be between
3.2 and 3.6 million tons of slabs per year.) Thigresents approximately 20% of Ternium Mexico'®slaeeds. The rest is purchased locally
from an ArcelorMittal subsidiary and from variouther sources, principally in Brazil, Australia akapan, according to market conditions.

Scrap. In keeping with its vertical integration strategdgrnium Mexico sources 100% of its steel scrapubh its own steel scrap collecting
and processing companies. In 2007, most of thg@sad was purchased domestically, with approxiipn@&% coming from the United Stat

Electricity. The electric arc furnaces consume large quantfiedectricity. During 2007, 58% of Ternium Mexisdotal consumption was
supplied by the&Comisién Federal de Electricidad (“CFE'Mexico’s state-owned electricity company). The rerdar was purchased under
long term contracts from two other suppliers witlwer plants in the Monterrey area, namely: Ibe@lralsubsidiary of a Spanish utility
company, and Tractebel Energia de Monterrey, R.tdede C.V., a subsidiary of a U.S. utility comga®ur long-term contract with Iberdrola
is for 143 megawatts of capacity and our Idaegn contract with Tractebel is for 90 megawattsayfacity. In December 2007 Iberdrola invo
the contracs early termination clause to reduce contractedagpfrom 143 megawatts to 111 megawatts beginimirgpril 2008. Since Apri
2008, we increased electricity purchases from GF€bver electricity consumption requirements forgneovered by Iberdrola.

Natural gas. Natural gas is one of the largest cost comporariternium’s Mexican production processes. Natges is used as a reducing
agent for the production of DRI and for the rehegabf slabs and billets before the hot rolling s In Mexico, Ternium subsidiaries
purchase all of their natural gas from Pemex, tieiban state-owned oil and gas company that is &étéxisole producer of natural gas, and
from three distributors: Gas Industrial de Montgrg&A. de C.V. (GIMSA), Compafiia Mexicana de Ga®l(®) and Gas Natural Mexico.
Natural gas prices are set monthly based on thiepsjpe in southern Texas, adding only the equivMadeircharge for transportation and sen
costs plus a margin that is generally less thanB&tnium subsidiaries often enter into derivatigentracts with the intention of reducing the
effects of volatility on a portion of its naturaag requirements.

Product Quality Standards

Ternium develops its products and services withibpophy of continuous improvement and seeks tekix its internal quality oversight of
its products and processes. Ternium'’s productsnareufactured in accordance with the specificatafrthe International Organization for
Standardization’s specifications, or 1ISO, and talsp must satisfy proprietary standards and custoeggirements.

Ternium has designed, developed and implementetidh@um Quality Management System based on théopta ISO 9001:2000 and 1SO/1
16949:2002 applied to those areas according toatket needs related to automotive supplies (Argafilorencio Varela and Mexico/Coated
- shaped), which have been audited by Lloyd's RegiQuality Assurance (“LRQA”") in order to obtaimet|SO multisite certification for
Ternium. The Ternium Quality Management Systeniriged at aligning quality management systems andr@ithroughout the Ternium grc
and replaced the individual quality managementesgstformerly in place at each of the Ternium subsis and the individual certifications
obtained by the subsidiaries.
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In October 2006, LRQA audited and recommended 3l multisite certification and the ISO/TS certifica of Argentina/Florencio Varela
facility. During the first months of 2007, Terniubtained the multisite certification process andd&Rimplemented the Ternium Quality
Management System.

In October 2007, LRQA performed a follow up auditaecommended that the ISO/TS certification bentaied for Siderar/Florencio Varela
facilities. In March 2008, LRQA performed an auditder TS standards at the Juventud facility witistsctory results.

During February, March and April 2008, LRQA perfardhan audit under ISO 9001 of the Ternium Qualignisilgement System at our
Argentine and Mexican facilities as part of thddal up audits of the multisite certification prose#s a result of these audits, LRQA
recommended the continuation of the multisite fiediion of our plants.

Furthermore, each Ternium subsidiary has obtainedctcreditations required by the national andattional regulations on its specific
products.

Research and Development; Product Development

Ternium continuously seeks to introduce new vallged products and transform its technical knowlddgecompetitive advantages. We ci
out our applied research efforts in conjunctiorhwiarious universities and research centers. Wepagicipate in international consortia.

Product development and research activities atiierare conducted through a central product devetay department, in coordination with
local teams that operate in each production uhié department, which combines the efforts of apprately 40 members throughout the
United States, Mexico, Guatemala, Venezuela an@mtiga, has a consolidated product developmentthitrcombines the initiatives of the
Company'’s different production units.

During 2007, the development of new flat and lotegkproducts targeted the requirements mainlyefamers within the automotive, oil &
gas tubular products, electric motor and domegtiiance industries. The assessment of customelsreee subsequent developments were
possible due to Ternium'’s direct contact with eséncustomers.

Ternium’s association with Mexican and Argentine manufacturers and auto parts suppliers resutltéidel development of new parts for
several vehicles. This developments required newdiled, coated and wire rod steels, supportethbydesign of new chemical compositions
and the achievement of new thermmechanical processing conditions. New productsidgee in 2007 by Ternium for the automotive indwy:
include hot rolled high-strength alloyed steellfeams and crossbars, hot dip galvanized steel gfadeon-exposed applications and high-
strength steel grade wire rod for springs. Theseldgments allowed Ternium to access new markets as the rail wagon manufacturing
industry in Mexico, through the development of fated copper-alloyed corrosion-resistant strudtstael.

Ternium’s developments helped to reinforce its strateggitipm in the oil industry in Mexico, such as timroduction of new flat steel produ
for the production of API (American Petroleum Inst) line pipe for oil and gas conduction projeaisluding hot rolled and polygonal ingots
for certain API grades.

Ternium strengthened its position in the motor nfacturing industry through the development of eéficy and productivity enhancing
products, such as ultra-low carbon motor laminatiold rolled products.

For the home appliance market, Ternium continu&@diucing high value-added coated products, whietdasigned for specific functional or
aesthetic applications. Recent developments iratteia include scratch-resistant hot dip galvanéedipre-painted steel for refrigerator doors
and antimicrobial pre-painted steel for heatingititating and air conditioning units.

For 2008, Ternium expects to focus its researchdavelopment efforts to improve products charasties for products in its main industrial
segments, including advanced high strength ste¢héoautomotive, construction and pipe industrsjironmentally friendly coatings with
superior performance for the domestic appliancefaad canning industry segments;
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special grades for electrical use and improvedoston-resistant coated steels for industrial, consiaband construction applications.

Ternium’s new product research and developmentities are carried out in three simultaneous andpiementary axes:

. The first axis, comprising one- to two- year-terrojpcts, primarily encompasses Ternium’s in-hous& product and process
development activitie:

. The second axis, comprising t- to thre«year-term projects, primarily encompasses the appliethlioegical research required
support the development of new products. Thesgitiesi are conducted mainly in coordination withuanmsities and research
centers such as the Center for Industrial Resd&idtl) in Argentina; the Argentine Steel Instit(lAS); the Buenos Aires Institute
of Technology (ITBA) in Argentina; and the Reseaactd Advanced Studies Centre of the National Polyte Institute (Cinvesta
in Mexico.

. The third axis, comprising thr- to five-year-term projects, primarily encompasses the feagitslitidies of innovative ideas. The
types of projects generate the knowledge that ksitals the basis for advanced processing techredagid product development
and improvement. Activities are mostly carried thwbugh international research consortia suchas#vanized Autobody
Partnership, conducted by the International Leant Hesearch Organization (ILZRO); the Coil Coateatdvials Committee led by
the French Corrosion Institute; the Steel Rese@eatiter at McMaster University; the Thin Slab Cagtimd Rolling Consortium rt
by Pittsburgh University; the Tinplate Group at Tiernational; and Interzac, within the InternaibZinc-Aluminum Coaters
Association,

Sidor strives to develop products that will alldw élients to fulfill their continuous changing tegements, such as the products made for
PDVSA Gas. PDVSA Gas required special productshferconstruction of a 300 kilometer gas pipelinevoek. For this project, Sidor
developed a stronger steel product that allows P®G3as to construct a pipe with the thickness neosgde resist the high gas operating
pressure.

Our Mexican subsidiary Hylsamex has developed sé¢vgpes of products and services, with more tHaregistered brands. As an example,
Hylsamex developed a proprietary technology, cal&d. ©, for the reduction of iron ore, which is protectadpatents in Mexico, the United
States of America and several other countriesattn 2005, Hylsamex transferred to Techint Compage@ica Internazionale S.p.A., a Tec
Group company, (“Techint Technologies”) the rigtatsnarket and license the HYL technology to unifid third parties for royalty fees.

We spent an aggregate of USD1.5 million for R&2007, compared to 1.8 million in 2006 and USD2.fliom in 2005.

Environmental Regulatior

Ternium’s operations (including mining activities Mexico) are subject to a broad range of enviramaldaws and regulations relating to land
use, air emissions; wastewater treatment and digebathe use, handling and disposal of hazardotesxiw materials and the handling and
disposal of solid wastes and other aspects ofihkegtion of human health and environment at iksimns and operating subsidiaries.

As the environmental laws and regulations in ArgentVenezuela, United States, Mexico, and Guatemahtinue to become more stringent,
Ternium expects to expend substantial amountshizae and maintain ongoing compliance.

Ternium has established corporate environmentalainies requiring each of its business units toggmwith all applicable environmental
laws and regulations. Compliance with environmelatak and regulations, and monitoring regulatorgrafes, is addressed primarily at the
regional level.

Ternium’s environmental system is supported bytavakk of people with responsibilities in differemteas of the Ternium companies
(especially engineering, operations and maintenaactrs). This network is responsible for envirental permit administration, technical
studies and evaluation of environmental aspectprigjects, contractors, products, services, praseand raw materials, among others. The
environmental area also works closely with Ternisitméalth and safety, planning, human relationscantimunications departments (both
internal and external).
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Ternium has not been subject to any material pgf@atany environmental violations in 2007, and ave not aware of any current material
legal or administrative proceedings pending agdieshium with respect to environmental matters Wwhiould have an adverse material img
on Ternium’s financial condition or results of opéons. For more information on environmental nrattelating to Sidor, please refer to
Item 4. “Information on the Company—A. History abdvelopment of the Company—Sidor Nationalizationdess.”

Mining regulations in Mexico

Because our operations in Mexico include mining,anealso subject to Mexican regulations relatomgntning and mining concessions. Under
Mexican law, mineral resources belong to the Maxication and a concession from the Mexican fedgraérnment is required to explore for
or exploit mineral reserves. Pursuant tolteg Minera(“Mining Law”), mining concessions may only be gtag to Mexican individuals and to
legal entities incorporated under Mexican law. kprénvestors may hold up to 100% of the sharesasgmting the capital stock of such
entities. Ternium’s mineral rights derive from cessions originally granted to Hylsamex.

Mining concessions are either granted for exploradr for exploitation. An exploration concessia@rpits its holder to explore for any mine
resources on a specified claim for a six-year gkenichich is nonrenewable and confers priority wihpect to seeking an exploitation
concession for the same claim. An exploitation esson permits its holder to extract minerals flaospecified claim for a renewable perioc
up to 50 years, provided that its holder pays ainahfiee and complies with the Mining Law.

Mining concessions grant several specified righthé concessionaire, including:

. the right to dispose freely of mineral productsaitied as a result of the exploitation of the cosices

. the right to obtain the expropriation of, or anesasnt with respect to, the land where the explonadr exploitation will be
conducted; an

. the use of water in the mine to facilitate extrawct

In addition, a concessionaire of a mining conces@mbligated, among other things, to explorexmi@t the relevant concession, to pay for
any relevant mining rights, to comply with all erorimental and safety standards, and to providerimdtion to and permit inspections by the
Secretaria de EconomiaMining concessions may be terminated if the atlans of the concessionaire are not satisfied.

A company that holds a concession must be registeith the Public Mining Registry. In addition, ntig concessions and permits,
assignments, transfers and encumbrances mustdreleelowith the Public Mining Registry to be enfabke. We believe that its material
mining concessions are duly recorded with the Rutining Registry.

Trade regulations

Intense global competition in the flat steel pradundustry can lead many countries to impose highées or other restrictions on steel
product imports to protect their domestic industfimm trades that are not made under market dondibr that are otherwise unfair. Such
measures protect domestic producers from increiaggarts sold at dumped or subsidized prices.

Some of the main regions to which Ternium sellpitsducts, such as the United States and Eurogeeinented these measures as well as
general ones (safeguards) during a period of ietenmpetition in 2001. All these safeguards wdtediin December 2003, but the same did
not happen with antidumping and countervailing esutiAt the same time, bilateral or regional fregléragreements have liberalized trade
among some countries, providing for reduced or titfs for many goods, including flat steel prathi

Countries’ imposition of trade remedy measuresthecntry into force of various free trade agreeiiean and have both benefited and
adversely affected Ternium’s home market and exgades of flat steel products, as described beBee. also
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Item 3. “Key Information—Risk Factors—Certain Regory Risks and Litigation Risks—International taattions or regulations and trade-
related legal proceedings could adversely affechilien’s sales, revenues and overall business.”

Argentina: The Argentine government has imposed various amiihg measures on certain steel imports that coengieectly
with Ternium’s sales in Argentina. Although, Temis operations have not been materially affectetheyanti-dumping duties
imposed by the Argentine government, the followiegsures are currently in effe:

Hot rolled products.Since December 1999, the Argentine governmenirhpssed anti-dumping measures requiring a minimum
import price for hot rolled steel imports from Bilafrom the Russian Federation and Ukraine. Argrenaccepted a price
undertaking agreement from Brazilian exporter2006 Argentine authorities conducted a sunset weefethese measures and
decided to continue them for five more years. $rdiécision, the Argentine government determineiiamping duties for Russian,
Ukranian and Brazilian hot rolled steel exporté&\tgentina. A price undertaking for Brazilian expowas also accepted by
Argentine authorities.

Argentina has also imposed antidumping measurdmbrolled steel imports from Kazakhstan (39.91Rgmania (40.48%),
Slovak Republic (62.09%) and South Africa (55.2&%6ge April 2002. In May 2007, Argentine authostiaitiated a sunset review
for these measures.

Cold rolled productsSince January 2003, Argentina has also imposedwanping measures on cold rolled steel imports from
Korea (60.46%), South Africa (83.07%), Kazakhs@h§1%) and Ukraine (71.22%). In January 2008, Atige authorities
initiated a sunset review for these measures, wikielxpected to conclude in January 2009.

Galvanized productsSince May 2003, Argentina has imposed antidumdurges on galvanized steel sheets from South Korea
(49.67%), South Africa (27.90%), Australia (70.37a6)d Taiwan (33.09%). The petitioners requestednitiation of a sunset
review in May 2008 to determine whether the antidumg duties will be maintained for five more years.

Argentina has signed free trade agreements witbrakgountries or trade blocs aimed at liberaliziagle between them:

In early 1991, the Argentine government reducedoirnariffs and eliminated most non-tariff restiaects on trade as part of an
effort to open the Argentine economy to foreign petition. In March 1991, Argentina, Brazil, Uruguayd Paraguay established
Mercosur, a common market organization whose foemirers have signed agreements that aim for evestoabmic integration
and the creation of a free trade zone and commtamred tariffs. Mercosur has eliminated or sigrafitly reduced over time import
duties, tariffs and other barriers to trade amdrgrhember nations. Zero tariffs have applied amdagcosur members to steel
products since January 1, 2000. The current tapiffiicable to flat and long steel products impofteth outside Mercosur ranges
from 2% to 14%, while the tariff for tubular stggbducts imported from outside Mercosur generallyges from 14% to 16%.

In 2005, Mercosur entered into a trade agreemetht @hile, pursuant to which all tariffs on steebgucts have been eliminated. In
1996, Mercosur signed a free trade agreement wittviB, pursuant to which all steel products begegeiving a 100% tariff
preference on January 1, 2006.

Mercosur and the Andean Community (Bolivia, Coloamliicuador, Peru and, formerly, Venezuela), signirde trade agreement
aimed at reducing and eventually eliminating targh steel products traded among member countraseoperiod of 8 to 12 years.
Mercosur is also negotiating free-trade agreemaittsthe EU, Mexico, India and South Africa.

In May 2006, Venezuela became a junior member atthkur and is currently seeking full membershithim group. Argentina and
Uruguay have already approved Venezuela’s memlger§hie matter is still pending before the CongressdBrazil and Paraguay.
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. Mexico: The Mexican government has imposed certair-dumping measures on steel import products thasiaréar to the one
produced by Ternium in Mexico. The following e-dumping measures are currently in effi

Hot rolled products.On March 28, 2000, the Mexican government impa@sgddumping duties on the Russian Federation and
Ukraine of 30.31% and 46.66%, respectively. On M&$, 2005 the first sunset review was initiatedh®/Mexican authorities. C
March 17, 2006, the final resolution was issuedoivtextended the anti-dumping duties for an additidime-year period.

Furthermore, since September 2005, Mexico has iggpastidumping measures against Ukraine (60.1%jdRéa (67.60%) and
Russia (36.80%) on ctio-length plate in coils. Mexican authorities axpected to conduct a sunset review of the antidongpide
in 2010.

In March 2008, the Mexican government imposed aipional antidumping duty on cut-to-length platepionts from China. The
final resolution is expected by the third quarte2@08.

Cold rolled products.Since June 1999, Mexico has imposed antidumpiregsaores on cold rolled steel sheet from BulgariaO%%4-
45.0%), the Russian Federation (83.0%-88%) and ikestan (33.0%-34.0%). On December 12, 2005, aradrasult of the first
sunset review, the Mexican authorities extendedatitedumping duties for an additional five-yearipd until June 2009.

Plate in coil.Since June 1996, an anti-dumping duty of 29.3%nguorts from Russia has been imposed. In June 2003irst
sunset review resolution concluded the applicadibtiie antidumping duty. In June 2007, the MinigiffEconomy issued the final
resolution of the second sunset review, determitiiegcontinuation of the anti-dumping duties foraaditional five year period.

Long products Brazilian imports of reinforcing bars are curtgrgubject to an antidumping duty of 57.69%. In€d@006, the first
sunset review resolution determined the continanatioantidumping duties for an additional five ygariod. Wire rod imports from
Ukraine are subject to a duty of 30.52% since Sepéz 2000.

Mexico has signed trade agreements with severaltdes or trade blocs aimed at liberalizing tradeazen them:

NAFTA was signed among Canada, Mexico and the driitates and came into effect on January 1, 198& T provided for the
progressive elimination over a ten-year periodufet on, among other things, steel products trégédeen or among Mexico, the
United States and Canada. As a result, zero tatffiently apply to steel products traded withinBIBA countries. Ternium
therefore has greater access to U.S. and Canadigdets but also faces increased competition in Mefiom U.S. and Canadian
steel imports. NAFTA provides that NAFTA member qanies (for example, Mexican steel producers) tafienge trade
restrictions imposed by other NAFTA countries befarbi-national dispute resolution panel.

The Mexican-European Free Trade Agreement, or MEBB&ame effective on July 1, 2000. MEFTA provitteshe phase-out
and eventual elimination of Mexican duties on adlistrial goods, including finished steel produfrtsm the European Union by
January 1, 2007. The EU eliminated all import dute Mexican industrial goods, including finishéeled products, as of January 1,
2003. Accordingly, Ternium has increased acce&dtonarkets under MEFTA, but also could face incedasompetition in Mexic
from EU steel imports.

In addition, the Mexican government has signedetragreements with Venezuela, Colombia, EFTA (Liecstein, Norway, Icelar
and Switzerland), Japan, Chile, Bolivia, NicaragDasta Rica and Uruguay, among others. Howeveiyiisdéco-Venezuela FTA
was cancelled in November 2006.
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. United States U.S. authorities have imposed some measuresabaritl long steel products from Argentina, Mexind ¥enezuele
which restrict Terniur' s exports to that country. Measures that curreartlyin effect are the followiny

Argentina. In August 2001, U.S. Department of Commerce, iregdaan antidumping duty of 44.59% and a countengitiuty of
41.69% on hot rolled steel from Argentina followiag affirmative injury finding by the U.S. Interi@atal Trade Commission
(*ITC"). During 2007, the ITC conducted a sunsetiegv that concluded that Argentine exports werelikely to continue to injure
the U.S. domestic producers and revoked thesesjetifective as of October 2007.

Mexico. Our subsidiaries’ circular welded standard pipessaibject to an antidumping duty of 10.38%. Théasure has been in
place since 1992 and was extended in 2007 fomfisee years. Our subsidiaries’s Oil Country Tub@aods, or OCTG, products
have been subject to a 1.48% antidumping dutypbutlay 31, 2007, ITC revoked the duties againstivExOCTG. Pipe produc
have been subject to antidumping duties since AutR85. Wire rod products are also currently suttiea@ duty of 17.94% as a
result of the fourth administrative review, and M€ conducted a sunset review that extended thiesifor five more years from
June 2008. In 2007, the United States initiatedragidumping investigation against light walled se@ular pipe from Mexico
(among other countries). A final decision is expddor July 2008. An affirmative decision by theSUDepartment of Commerce
and the ITC would impose antidumping duties agdifestican producers.

Venezuelaln October 2001, the ITC determined that wire imgorts from Venezuela were not materially injurihg U.S. steel
industry. The ITC decision was appealed to the Caiuinternational Trade (“CIT”). Upon remand fraire CIT, the ITC issued a
remand determination, finding again that importsfrVenezuela were negligible. The case is now pepdiwaiting a decision
from the CIT approving the ITC remand determination

. Venezuele: The Venezuelan government has imposed variouduanpiing measures on steel imports that competethjin@ith
Sidor’s sales in Venezuela. Although Sidor’s operet have not been materially affected by the duatiyping duties imposed by t
Venezuelan government, the following measures aneiatly in effect;

Hot rolled products.Since June 1999, Venezuela has imposed anti-dynajpities of 45.03%, 62.92% and 57.65% on hot rolled
steel imported from the Russian Federation, Ukraimé Kazakhstan, respectively. These measurescgat@mued in September
2005, following completion of a five-year reviewdawill be in force until terminated by Venezuel&sti-Dumping and Subsidies
Commission (“CASS”) in accordance with Venezuelaé law.

Cold rolled products.Since September 1999, Venezuela has imposed ampidg duties of 45.41%, 55.01% and 58.47% on cold
rolled steel imported from the Russian Federatitkraine and Kazakhstan, respectively. These measugee continued in October
2005, following completion of a five-year reviewydawill be in force until terminated by CASS in acdance with Venezuelan
trade law.

Venezuela has signed trade agreements with sesaratries or trade blocs aimed at liberalizingttiagle between them:

The Andean Community (formerly the Andean Pac$ isading bloc established in 1969 by Bolivia, Golia, Ecuador, Peru and
Venezuela for the purpose of promoting trade retetiamong its members and between the Andean Coitynaumd the rest of the
world (not only the European Community, now the Eld)2004, Mercosur and the Andean Community metbedwo blocs into a
South American Free Trade Area. However, as atrebpblitical tensions with member countries, Venela decided to leave the
Andean Community. Venezuela also withdrew its mensitip from G-3 Trade Agreement, under which it hefdee trade with
Mexico and Colombia.

Insurance

Our subsidiaries carry insurance policies covepraperty damage (including machinery breakdownlaurginess interruption), general liabil
and other insurance such as, among others, autemptarine cargo, life and workers’
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compensation insurance. These insurance polictdsda coverage and contract amounts which are masioin the steel products industry and
in line with legal and domestic market requiremefsneral liability coverage typically includesrthparty, employers, sudden and accidental
seepage and pollution and product liabilities watliinits up to USD100 million.

C. Organizational Structure
Below is a simplified diagram of Ternium’s corpaatructure as of December 31, 2007.
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Below is a simplified diagram of Ternium’s corp@atructure as of May 31, 2008.
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(*) In April 2008, the Venezuelan government annmeahits intention to nationalize Sidor. For morfimation on the Sidor nationalization
process, see Item “Information on the Compa—A. History and Development of the Comp—Sidor Nationalization Proce”
Subsidiaries

Ternium operates entirely through subsidiaries.d&oomplete list of its subsidiaries and a desiompof its investments in other companies, see
notes 1 and 2 to our audited consolidated finarsté&kements included in this annual report.
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Siderar. Siderar is the main integrated manufacturer ofdtael products in Argentina with a current totah@aal production capacity of
2.9 million tons of crude steel. The shareholdérSiderar as of May 31, 2008 are set out in thipfahg table, together with the share
percentage owned by each shareholder of Siderar:

Siderar Shareholders % Shares

Ternium 60.$%
Inversora Siderargica Argentina (employe 4.8%
Public 34.2%
Total 100.(%

Siderar’s shares are listed on the Buenos Airesk3fachange, or BASE, under the symbol “ERAREe Buenos Aires Stock Market, whict
affiliated with the BASE, is the largest stock metrkn Argentina. On June 20, 2008, the closingepdtthe Siderar shares on the BASE was
ARP28.90 per share (approximately USD9.48 per share

Sidor. Sidor is the main flat steel producer and the neajporting private company in Venezuela. Sidor hmaraual crude steel production
capacity of 4.0 million tons. The shareholders ioioare set out in the following table, togethéthwhe share percentage owned by each
shareholder of Sidor as of the date of this anregdrt:

Sidor Shareholders % Shares

Amazonia 59.7%
CVG (Venezuelan governmet 20.27%
Banco de Desarrollo Econémico y Social de Venez 0.05%
Employees 19.95%
Total 100.0(%

In April 2008, the Venezuelan government annourtsethtention to nationalize Sidor. For more infation on the Sidor nationalization
process, see Item 4. “Information on the Company-Hiatory and Development of the Company—Sidor Nalization Process.”

Ternium Mexico.Ternium Mexico was formed as result of the merdeBmpo Imsa, Hylsamex and Hylsamex’s major shddgrdn March
2008. Ternium Mexico and its subsidiaries oper#itefa ernium’s mining and steel production actieg in Mexico. Ternium Mexico and its
subsidiaries produce flat and long steel produtduding value-added finished steel products fe mainly in the construction, auto parts and
appliance industries. Ternium Mexico has an anonade steel production capacity of 3.4 million tofiernium Mexico is a wholly-owned
subsidiary of the Company.

Ternium Internacional. Ternium Internacional and its subsidiaries inclsdeen incorporated companies (Uruguay, Spain, HallRanama,
Peru, the United States and Ecuador), a represantdfice (Colombia) and other assets around tbddithat market and provide services in
relation to the sales of Ternium’s products worldieviThe headquarters of the network are locatéttuguay. Ternium Internacional’service:
include sales and trading, communication systefffisee and human resources dedicated to expolingatechnical assistance, commercial
back office and credit analysis.

Other Investments

Exiros. Exiros, with presence in the United States, Canldijco, Italy, Brazil, Romania and Argentina, pigees Ternium’s subsidiaries with
purchase agency services in connection with Tertsiggmrchases of raw materials and other producseniices. Until September 2006, Exiros
was a wholly-owned subsidiary of Tenaris. In Octod@06, Ternium acquired a 50% interest in Exivalsile Tenaris retained the remaining
50%. Exiros’'objectives are to procure better purchase conditéon prices as a result of the combined demapdbaiucts and services by b
companies’ demand, as well as to secure joint obatrer the purchase process.

D. Property, Plants and Equipment
See “—Business Overview—Production Process andifies’

Iltem 4A. Unresolved Staff Comments
None.
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Item 5. Operating and Financial Review and Prospect

The following discussion and analysis of our finahcondition and results of operations is basedaon should be read in conjunction with,
our audited consolidated financial statements badélated notes included elsewhere in this anmeyairt. This discussion and analysis pres
our financial condition and results of operationsaoconsolidated basis. We prepare our consolidatadcial statements in conformity with
IFRS, as issued by IASB, which differ in certaigrsficant respects from U.S. GAAP.

Certain information contained in this discussiod analysis is presented elsewhere in this annpalteincluding information with respect to
our plans and strategy for our business, includesdrd-looking statements that involve risks andastainties. See “Cautionary Statement
Concerning Forward-Looking Statements”. In evahuthis discussion and analysis, you should spedifi consider the various risk factors
identified in this annual report and others thatldaause results to differ materially from thospressed in such forward-looking statements.

Overview

Ternium is one of the leading steel companies énAmericas, offering a wide range of flat and I@tgel products. Ternium has operating
facilities in México, Argentina, Venezuela, the téa States and Guatemala, that provide it withangtposition from which to serve its core
markets. However, in April 2008, the Venezuelanggament announced its intention to nationalize SiBor more information on the Sidor
nationalization process, see Item 4. “Informationtivte Company—A. History and Development of the @any—Sidor Nationalization
Process.” In addition, Ternium reaches the regiamkets through its own network of distributioales and marketing offices.

Ternium primarily sells its steel products in tlegional markets of North, Central and South Amenidaere it can leverage its strategically-
located manufacturing facilities to provide spdeid products and delivery services to its clieWs. believe that Ternium is the leading
supplier of flat steel products in Argentina, thgauts subsidiary Siderar, and a leading supplidiad steel products and significant competitor
of long steel products in Mexico through Terniumxiée. Ternium also maintains a strategic presenc#ttier major steel markets, such as
Europe, through its network of commercial officefich allows it to reach clients outside its regibmarkets with a comprehensive range of
products and services and place products in caslewer demand in domestic economies, achieve inggreffectiveness in the supply of its
products and maintain a fluid commercial relatiopshith its clients by providing continuous sengcand assistance. In addition, Ternium is a
competitive player in the international trade marfke flat and long steel products. Since the Grupsa transaction in July 2007, our
international network has begun purchasing stéeth¢s hot and flat rolled coils) mainly for our Mean operation.

Ternium’s revenues are affected by general glakals in the steel industry and more specificaflyie economic conditions in the countries
in which it has manufacturing operations and wlitsrelients are located. Ternium’s revenues are iapacted by events that affect the price
and availability of raw materials and energy inpugeded for its operations. Furthermore, due tdnidplely cyclical nature of the steel industry,
recent results may not be indicative of future perfance, and historical results may not be compatalfuture results. Investors should not
rely on the results of a single period, particylalperiod of peak prices, as an indication of items annual results or future performance.
variables and trends mentioned below could alsecathe results of its investments in steel rela@dpanies. See Item 4. “Information on the
Company—B. Business Overview—Our Business Strategy”

The nationalization of Sidor could adversely affeCérnium. The impact of the potential government actions wétspect to Sidor on our
results of operations and financial position is determinable at this time, but will result in fuet reductions to our production volumes and
could result in future reductions to our anticighatperating results and cash generation. Upondhwgletion of the Sidor nationalization, we
may lose all or a significant part of our preseimcthe Venezuelan domestic markets and our coniyeepibsition in other regional markets,
including Colombia, may be adversely affected.ddition, the loss of Sidor may result in our indbito realize certain expected synergies
from our acquisitions and investments.

Furthermore, during the five years following thergaetion of its 2003 financial debt restructurigjdor’s business has improved
significantly and Sidor has paid material amouatsur wholly-owned subsidiary Ylopa, as well a&&tdG, as compensation under certain
participation account agreements entered into Witipa and CVG in connection with the
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financial debt restructuring in 2003. Following qoietion of the Sidor nationalization, we could pader receive such payments, which may
adversely affect our financial condition and reswolt operations.

For more information on the Sidor nationalizationgess and the risk factors associated therevgth|tem 4. “Information on the
Company—A. History and Development of the CompanydeSNationalization Process,” and Item 3. “Keydmhation—D. Risk Factors—
Risks relating to the Sidor nationalization process

Ternium’s primary source of revenue is the saleft#t and long steel productsManagement expects sales of flat and long steelywt:
to continue to be Ternium’s primary source of rexerThe global market for such steel productsgsllicompetitive, with the primary
competitive factors being price, cost, product fuand customer service. Ternium sells its proguctseveral countries worldwide; however,
the majority of such sales are concentrated irAtihericas. Specifically, Ternium’s largest markats eoncentrated in Argentina, Mexico and,
until the completion of the Sidor nationalizatiomgess, Venezuela, where its main manufacturingidigsies are located.

Ternium’s results are sensitive to economic actyyisteel consumption, prices in the internationaésl markets and trends in the steel
industry. Ternium’s results of operations primarily depemdegonomic conditions in Argentina, Mexico (wherrAdium is a leading
manufacturer and supplier) and, until the completibthe Sidor nationalization process, Venezuata, to a lesser extent, on economic
conditions in international and regional marketshsas Mercosur, the Andean Community and NAFTAtdfisally, annual steel consumption
in the countries where Ternium operates has vatiedrate that is linked to the annual change @ e€auntry’s gross domestic product and per
capita disposable income. Recently, worldwide entin@rowth and favorable economic developmentsutjnout the Americas resulted in
increases in investments and in per capita disp@datome, which in turn contributed to increasedrall demand for Ternium’s products. For
example, apparent consumption of finished steadyets in Argentina increased by 3.2%, 20.5% and d4®itng 2005, 2006 and 2007
respectively, due to the sustained recovery irfifgentine economy, mainly in the industrial actpyiagriculture, construction and automotive
sectors.

In addition, steel prices worldwide are determibgdylobal trends of supply and demand. A declinglabal steel prices generally leads
to a decrease in the prices of Ternium’s products eonsequently, to a decline in revenues andtabdlity. As a result of the general excess
capacity in the industry, the world steel industigs subject to substantial downward pricing pressswhich negatively impacted the results of
steel companies in the second half of 2000 anétiiee year of 2001. International steel pricesegelty improved beginning in 2003, driven
by a strong increase in global demand fosteredcbp@mic growth in Asia and an indication of economgcovery in the United States.
However, this new period of high prices for stemt@iraged reactivation of and investment in pradaatapacity and, consequently,
oversupply led to a decline in steel prices begigrin the last quarter of 2004 and continuing tlgtoA005. Nevertheless, prices in 2005
reached generally higher levels than those prengiti 2001 through 2003. Steel prices began toveda 2006, exceeding those of 2005, as a
result of better global economic performance, tighty decreased toward the second half of the.y@aring 2007, steel prices continued on
an upward trend until a peak in the third quartet declined towards the end of the year.

Furthermore, there has been a trend in recent y@aesd steel industry consolidation among Terngigompetitors. For example,
Aceralia, Arbed and Usinor merged in February 2@0@reate Arcelor, and LNM Holdings and Ispat Intgfonal merged in October 2004 to
create Mittal Steel, which subsequently acquirgdrirational Steel Group. Furthermore, in June 2808al Steel and Arcelor merged to cre
the world’s largest steel company, Arcelor Mittal April 2007, Tata Steel completed the acquisittérCorus. Regional players in Ternium’s
markets have also experienced consolidation thraeghisitions; for example, Siderperu was acquinerupo Gerdau of Brazil in 2006,
Sicartsa of Mexico was acquired by Arcelor MittalDecember 2006 and Aceria Paz del Rio of Colomlais. acquired by Brazilian
Votorantim in March 2007. Consolidation has enalsiegtl companies to lower their production costbalowed for more stringent supply-
side discipline, including through selective capaclosures. Competition from global and regionaksmanufacturers with expanded
production capacity such as Arcelor Mittal, and mearket entrants, especially from China, could ltéaisignificant price competition,
declining margins and reductions in revenue.

Ternium’s production costs are generally sensititeethe international prices of raw materials, serfiitished products and energy,
which reflect supply and demand factors in the gldtsteel industry. Ternium purchases substantial quantities of ratenmls, including iron
ore, slabs, hot rolled and flat rolled coils, cdatroalloys and scrap, for use in the
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production of its steel products. The availabiityd price of these inputs vary according to germeeaket and economic conditions and thus
influenced by industry cycles. Since 2003, the vecp of the U.S. economy, an unprecedented den@rgtdel in China and shortage of
shipping capacity resulted in a tight market fav raaterials globally. These factors contributed &trong boost in the prices of raw materials
globally. In addition to raw materials, natural gamsl electricity are both important components efiilum’s cost structure. In 2003 and 2004,
international energy prices rose substantially ftbmlevels that had prevailed in the previous f@ars, reflecting higher demand for energy
inputs. Moreover, an energy crisis, like that affeg Argentina since 2003, or any other disrupfiothe supply of natural gas or electricity,
could force Ternium to acquire energy from alterreasources and could negatively impact Terniuno'stg.

Ternium’s revenues could be affected by competitfoom imports and dumping conditionsTernium’s ability to profitably access the
export markets varies with the value of the loecatencies where it operates, the strength of tbe@wies of the countries to which it exports
and overall steel prices. Ternium’s ability to stlproducts is influenced to varying degreesrbpds in global trade for steel products,
particularly trends in imports of steel productiits principal markets. During 2001, a periodsttbng over-supply, several anti-dumping
measures were imposed in several countries in whéchium operates (including Argentina, Venezueld Klexico) to prevent foreign steel
producers from “dumping” certain steel producttoical markets. The recovery in global economic é¢tars since 2003 and strong Chinese
demand reduced the previously strong competitighéninternational exports markets. As a conseieseveral countries reduced or
eliminated the protective measures establishedian pears. However, a number of other trade retsbris, both in Ternium’s local and export
markets, remain in place.

Prevailing exchange rates have had an impact on fliem’s results in the past and could impact resuligain in the future. Ternium’s
operating subsidiaries have primarily U.S. dolarominated revenues (other than revenues from stansales in Mexico), while a significe
portion of their costs are denominated in locatency in the markets where they operate. As atebatnium’s income is affected by the
fluctuation of each local currency against the Wd@lar. If the local currency appreciates, Ternitgoeives less local currency for each U.S.
dollar of export revenue and imports become che@mplecal currency terms; these factors tend ta@ka ceiling on domestic prices. However,
if the local currency depreciates, as occurredrigeftina in 2002, local costs become cheaper, vimirted raw materials become more
expensive. Ternium manages this risk through sigduifdges to the extent management considers ajgteapl he Argentine peso/U.S. dollar
exchange rate was relatively stable throughout 28@% frequent interventions by the Argentine GahBank to maintain the exchange rate at
a level close to ARP3.15/USD. The Venezuelan bolii&. dollar exchange rate was set by the Venanugbvernment at a rate of
VEB1,917/USD in February 2004 and remained unchagéil March 2005, when it was set at VEB2,144@0J%he Mexican peso fluctuat
during 2007, averaging MXN10.9272/USD.

Ternium’s net income in 2007 and 2006 does not bigrfeom a non-recurring gain recognized in 200As discussed elsewhere in this
annual report, in February 2005, Ylopa exercisgajition to convert the outstanding balance offmazonia convertible debt instrument into
newly issued shares of that company. As a resalpiiim’s indirect participation in Amazonia incredsorm 31.03% to 53.4%. At the time of
conversion, the shares had a fair value that exatbthee book value of the convertible debt due ¢oittprovement of Sidor’s business
conditions and, accordingly, Ternium recognizedSD188.4 million non-recurring gain.

The consolidation of Amazonia’s results beginning &ebruary 15, 2005 changes the treatment of comgeion payable to
participants in Sido’s and Amazonia’s 2003 debt restructuringds discussed elsewhere in this annual report imeotion with their
participation in Sidor's and Amazonia’s 2003 degsttructuring, the Venezuelan government (througlGahd certain partners of Amazonia
(through Ylopa) are entitled to receive compensaitiothe form of cash payments made by Sidor onaatgrly basis pursuant to a participation
agreement. Prior to February 15, 2005, the casmpais received by Ternium were part of its finahicieome. Following the consolidation of
Amazonia’s results beginning on February 15, 2808h financial income is eliminated in consolidatibowever, the cash amounts paid or
payable in the future to the Venezuelan governraenpart of Ternium’s financial expense. See Itefiirdormation on the Company—cC.
Organizational Structure—Subsidiaries—Amazonia,pdl@and Sidor—Amazonia.” Following completion of ®ielor nationalization, Sidor
will no longer be consolidated with Ternium and &agh amounts payable by Sidor in connection wigh2003 financial debt restructuring
will be a gain treated as financial income. For enioformation on the Sidor nationalization process Item 4. “Information on the
Company—A. History and Development of the CompanydeSNationalization Process.”
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Critical Accounting Estimates

This discussion of our operating and financial eevand prospects is based on our audited consadidetancial statements, which have been
prepared in accordance with IFRS, as issued by IASEB use of IFRS (as opposed to U.S. GAAP) hdmpact on our critical accounting
policies and estimates. The application of U.S. ®ARould have affected the determination of constdid net income for the years ended
December 31, 2007, 2006, 2005 and 2004, and tleendietation of consolidated shareholders’ equitpfadecember 31, 2007, 2006 and 2005.

The preparation of financial statements requiresagament to make estimates and judgments that #ffeceported amounts of assets,
liabilities, revenues and expenses, and the relfismiosure of contingent assets and liabilities.aD ongoing basis, management evaluates its
accounting estimates and assumptions, includingetihelated to doubtful accounts, obsolescencevehiory, impairment of long-term
investments, impairment of other assets and coaticigs, and revises them when appropriate. Managdrases its estimates on historical
experience and on various other assumptions thatigves to be reasonable under the circumstambese estimates form the basis for ma
judgments about the carrying values of assetsiahiliies that are not readily apparent from otkeurces. Although management believes

its estimates and assumptions are reasonableathdyased upon information available when the eséisnand assumptions are made. Actual
results may differ significantly from these estismtinder different assumptions or conditions.

Our most critical accounting estimates are thoaedhe most important to the portrayal of our ficiahcondition and results of operations, and
which require us to make our most difficult andjsebive judgments, often as a result of the neaddke estimates of matters that are
inherently uncertain. We believe that changes @s¢hassumptions and estimates are not likely te aawaterial impact on our consolidated
financial statements. Our most critical accountstgmates and judgments are set forth below.

Useful Lives and Impairment of Property, Plant andEquipment and Other Long-lived Assets

As permitted under IFRS 1—"First Time Adoption &RS,” management has elected to use the fair \dlite property, plant and equipment
as at January 1, 2003, as its “deemed cost.” lerohening useful lives and impairment estimates, ag@ment considered, among others, the
following factors: age, operating condition anddeef usage and maintenance. Management conduisteal inspections for the purpose of

(i) determining whether the current conditions wéls assets are consistent with normal conditioresséts of similar age; (i) confirming that
the operating conditions and levels of usage ofi issets are adequate and consistent with thegnd€ii) establishing obsolescence levels
and (iv) estimating expectancy, all of which wesed in determining useful lives and impairmentreates. Management believes, however,
that it is possible that the periods of economilization of property, plant and equipment may liféedent than the useful lives so determined.
Impairments may result from, among other factongnges in usage level and maintenance capital ditpespolicies, obsolescence and
external factors (including increases in input @sithat would affect the profitability of the sakxt fixed assets). Any such impairment charges
could have a material adverse effect on Terniumssiits of operations, financial condition and netti. Under IFRS, assets that have an
indefinite useful life are not subject to amortimatand are tested annually for impairment. An impant loss is recognized for the amount by
which the asset’s carrying amount exceeds its mate amount. The recoverable amount is the highan asset’s fair value less cost to sell
and the present value of estimated future cashsfl®wr purposes of assessing impairment, assetg@iped at the lowest levels for which
there are separately identifiable cash flows (ageterating units). Management believes that thiswaating policy involves a critical
accounting estimate because it is subject to chingeperiod to period as a result of variationga@nomic conditions and business
performance.

Impairment and recoverability of goodwill and other assets

Assessment of the recoverability of the carryinlygaf goodwill and other assets require signifigadgment. We evaluate goodwill allocated
to the operating units for impairment on an anraasis.

Goodwill is tested at the level of the cash gemegatnits, or CGU. Impairment testing of the CGl¢#sried out and the value in use
determined in accordance with the discounted dashrhethod. In order to perform the test, we usgegmtions for the next ten years based on
past performance and expectations of market dexedap After the tenth year a perpetuity rate withgnow up increase was utilized. The
discount rates used for these tests are basedrameighted average cost of capital adjusted fociipecountry and currency risks associated
with the cash flow projections. Discount rates usetje from 9.2% to 11.2%.
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No impairment charge resulted from the impairmestg performec

Although we believe our estimates and projectioesappropriate based on currently available infaionathe actual operating performance of
an asset or group of assets which has been testedgairment may be significantly different frorarcent expectations. In such an event, the
carrying value of goodwill, investments in assasibtompanies and deferred taxes may be requiteel teduced from the amounts currently
recorded. Any such reductions may materially affsstet values and results of operations.

Allowances for Doubtful Accounts

Management makes estimates of the uncollectilifityur accounts receivable. Management analyzesr@ate accounts receivable on a reg
basis and, when aware of a third party’s inabtlityneet its financial commitments to us, managerimepairs the amounts due by means of a
charge to the allowance for doubtful accounts. Nanaent specifically analyzes accounts receivabiehistorical bad debts, customer
concentrations, customer creditworthiness, cureenhomic trends and changes in customer paymens tehen evaluating the adequacy of
allowance for doubtful accounts.

In addition, a charge to the allowance for douhditdtounts is recognized when a customer makesna icla&onnection with an order that has
been invoiced and management estimates that, detspéfforts, we are unlikely to collect the fathount of the invoice.

Allowances for doubtful accounts are adjusted pcally in accordance with the aging of overduecacts. For this purpose, trade accounts
receivable overdue by more than 90 days, and wdrielmot covered by a credit collateral, guarantesmilar surety, are fully provisioned.

Historically, losses due to credit failures, agaigpverdue accounts and customer claims have baébmwexpectations and in line with the
provisions established. If, however, circumstarngere to materially changee(g., higher than expected defaults), management'masts of
the recoverability of amounts due to us could béenielly reduced and our results of operationsariitial condition and net worth could be
materially and adversely affected.

Allowance for Obsolescence of Supplies and Spare®aand Slow-Moving Inventory
Management makes estimates of the recoverabiliguofnventories of supplies and spare parts basdtie following criteria:
. analysis of the aging of the supplies and sparts;pand
. analysis of the capacity of materials to be usedming to their level of preservation and of theitential obsolescence due
technological changes in the mil

In addition, in our manufacturing facilities anallance for slow-moving inventory is made in relatto finished goods based on managensent’
analysis of their aging and market conditions. ths purpose, stocks of finished goods held in mwegy for more than six months before the
applicable reporting date are valued at their estidioh recoverable value.

Historically, losses due to obsolescence and sargpyd inventory have been within expectations Hrelprovisions established. If, however,
circumstances were to materially changeq(, significant changes in market conditions or ia tachnology used in the mills), management’s
estimates of the recoverability of these inven®deuld be materially reduced and our results efafons, financial condition and net worth
could be materially and adversely affected.
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Loss Contingencies

We are subject to various claims, lawsuits andrdégal proceedings that arise in the ordinary sewf our business, including customer
claims in which a third party is seeking reimbursator indemnity. Our liability with respect to $uclaims, lawsuits and other legal
proceedings cannot be estimated with certaintyioBieally, management reviews the status of eaghificant matter and assesses potential
financial exposure. If the potential loss from th&m or proceeding is considered probable anditheunt can be reasonably estimated, a
liability is recorded. Management estimates the @mhof such liability based on the information dahbie and the assumptions and methods it
has concluded are appropriate, in accordance hetiptovisions of IFRS. Accruals for such contingesceflect a reasonable estimate of the
losses to be incurred based on information availdbtluding the relevant litigation or settlemstrategy, as of the date of preparation of the
applicable financial statement. As additional imfiation becomes available, management will reastessgaluation of the pending claims,
lawsuits and other proceedings and revise its astisn

With respect to the loss contingencies describexlirfinancial statements, we do not expect toriely losses exceeding the amounts accrued
as of December 31, 2007 that would be materiativel#o our consolidated financial position, resuf operations or liquidity as of such date.
However, if reserves prove to be inadequate anthewe a charge to earnings, such charge could hamaterial adverse effect on our result
operations, financial condition and net worth.

Impairment of Deferred Tax Assets

Management calculates current and deferred incaxestaccording to the tax laws applicable to obsgliaries in the countries in which such
subsidiaries operate. However, certain adjustmsedsssary to determine the income tax provisioffieaézed only after the balance sheet is
issued. In cases in which the final tax outcondifferent from the amounts that were initially reded, such differences will impact the incc
tax and deferred tax provisions in the period inchisuch determination is made. When assessingtioverability of deferred tax assets,
management considers the scheduled reversal afeeéfiax liabilities, projected future taxable ino® and tax planning strategies. Based on
those estimates, management did not record a i@uatowance at December 31, 2007.

Although we believe our estimates are appropr&tmificant differences in actual performance @& #sset or group of assets may materially
affect our asset values and results of operation.

A. Results of Operations

The following discussion and analysis of our finahcondition and results of operations are basedw audited consolidated financial
statements included elsewhere in this annual repodordingly, this discussion and analysis presemtfinancial condition and results of
operations on a consolidated basis. See “PresemtatiCertain Financial and Other Information—Acobting Principles” and notes 2 and 4 to
our audited consolidated financial statements ohetlin this annual report. The following discussstiould be read in conjunction with our
audited consolidated financial statements anddlsead notes included in this annual report.
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In thousands of U.S. dollar.

For the year ended December 3.

(except number of shares and per share data) 2007 2006?) 2005(1) (2) 2004(H@) 2003(H?)

Selected consolidated income statement da

IFRS
Continuing operations
Net sales 8,184,38. 6,565,58: 4,449,77. 1,615,18 1,074,52
Cost of sale: (5,796,041 (4,296,97) (2,486,97) (965,004 (671,720
Gross profil 2,388,34. 2,268,60. 1,962,79 650,17" 402,80°
Selling, general and administrative exper (825,807 (624,78 (504,68 (132,887 (133,62
Other operating income (expenses), 23,87 (7,250 (65,949 (3,129 (4,407)
Operating incomi 1,586,40! 1,636,56! 1,392,16. 514,17: 264,78.
Interest expens (142,13) (112,919 (81,609 (18,25 (39,98()
Interest incom 66,87¢ 52,554 32,32« 8,911 6,03¢
Other financial income (expenses), (351,09¢) (322,41) (261,457 211,63! 109,55(
Excess of fair value of net assets acquired ovstr — — 188,35¢ — —
Equity in earnings (losses) of associated comp: (7,065) 4,53¢ 21,52« 209,20: 110,25(
Income before income tax exper 1,152,98! 1,258,32 1,291,30! 925,66: 450,63
Income tax expens (162,64() (262,35¢) (218,497) (177,480 (94,087
Income from continuing operatiol 990, 34¢ 995, 96¢ 1,072,81. 748,17: 356,55!
Discontinued operations
Income from discontinued operatic 10,81¢ — — — —
Net income for the year(: 1,001,161 995, 96¢ 1,072,81. 748,17: 356,55!
Attributable to:
Equity holders of the Compat 784,49( 795,42: 704,40t 457,33¢ 218,21!
Minority interest 216,67t 200,54. 368,40° 290,83t 138,33t
1,001,161 995,96t 1,072,81. 748,17! 356,55:
Depreciation and amortizatic 565,84¢ 424,49! 316,40! 99,19: 85,47¢
Weighted average number of shares outstariding 2,004,743,44 1,936,833,06 1,209,476,60 1,168,943,63 1,168,943,63
Basic earnings per share for profit attributablén® equity
holders of the Compariy’ 0.3¢ 0.41 0.5¢ 0.3¢ 0.1¢
Diluted earnings per share for profit attributatdehe
equity holders of the Compal 0.3¢ 0.41 0.545) 0.3¢ 0.1¢
Dividends per share declared 0.0% 0.0¢ — — —
(1) Combined consolidated financial information on bi@esis of common control. See note 2 to our auditedolidated financial statemer

(@)
3)

(4)

()

Certain comparative amounts for 2006, 2005, 20@428903 have been reclassified to conform to chamgpeesentation in the curre
period.

International Accounting Standard N° 1 (IAS(Revised) requires that income for the year as shiowthe income statement not exclude
minority interest. Earnings per share and Incormefcontinuing operations per share, however, caatto be calculated on the basis of
income attributable solely to the equity holdershaf Company

As discussed in note 28 to our audited conatdid financial statements, in October 2005, Usimachanged its 5.3% equity interest in
Siderar, its 16.6% equity interest in Amazonia #8d.9.1% equity interest in Ylopa and other itefors227,608,254 new shares of the
Company. Upon the consummation of this exchangatatancreased to USD1,396.6 million, represeritgd., 396,551,886 shares of
USD1.00 nominal value each. Pursuant to certaixigians contained in a subordinated convertible lagreement, on February 6, 2006,
the Company exchanged certain subordinated cobleitians (including interest accrued through Jan8a, 2006) held by a wholly-
owned subsidiary of San Faustin and converted themshares at a conversion price of USD2 per shaseilting in the issuance of
302,962,261 new shares on February 9, 2006. Adgwdin the Corporate Reorganization Agreemeng@oruary 9, 2006, a wholly-
owned subsidiary of San Faustin contributed aiflsofissets and liabilities (including its interesfAmazonia) to the Company in excha
for 959,482,775 newly-issued shares of the Compdiey the settlement of its initial public offerinign connection with the over-
allotment described in note 1 to our audited cddatéd financial statements, on March 1, 2006 Gbmpany issued 22,981,360 new
shares. Upon consummation of the transactions sietliabove, as of December 31, 2006, the capitabdfompany was increased to
USD2,004.7 million, represented by 2,004,743,442%e$, each having a nominal value of USD1.00. Tienis combined earnings per
share for the year ended December 31, 2004 andi2d@8been calculated based on the assumptiof, 68,943,632 shares were iss
and outstanding in each of the periods presentadfigeal years 2007, 2006 and 2005, the weightedage of shares outstanding totaled
2,004,743,442, 1,936,833,060 and 1,209,476,60®shespectively

Diluted earnings per share have been calculatédgyeffect to the conversion of the Subordinatedi@atible Loans. See note 1 to «
audited consolidated financial stateme
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In thousands of U.S. dollar

(excep

At December 31,
t number of shares and per share data) 2007 2006 20051 @ 20040 @ 20031

Selected consolidated balance sheet de

IFRS
Non-current assets 8,619,29 6,117,28. 6,116,42. 1,728,411 1,610,81I
Property, plant and equipment, | 6,858,77! 5,420,68. 5,463,87. 1,244,69. 1,275,69!
Other non-current asséety 1,760,51 696,60: 652,55 483,71¢ 335,11:
Current assets 5,148,01. 2,653,25! 2,543,55! 918,22( 576,07¢
Cash and cash equivalel 1,126,04. 643,35. 765,63( 194,87! 129,02(
Other current asse 3,252,83! 2,002,86. 1,774,76! 723,34! 447,05¢
Non-current assets classified as held for : 769,14 7,04z 3,16( — —
Total assets 13,767,31 8,770,53 8,659,98 2,646,63 2,186,88!
Capital and reserve attributable to equity holdérs 4,452,68! 3,757,55! 1,842,45. 1,026,72! 701,82:
Minority interest 1,914,211 1,729,58: 1,733,46! 745,12¢ 550,26«
Non-current liabilities 5,415,07. 1,875,89. 3,691,28: 359,51( 677,64¢
Borrowings 3,677,49 548,40: 2,399,87 1,00¢ 283,91«
Deferred income ta 1,337,03! 985,15! 1,048,18: 337,47 374,907
Other nol-current liabilities 400,53¢ 342,33t 243,22: 21,02¢ 18,82¢
Current liabilities 1,985,34! 1,407,50. 1,392,77. 515,26 257,15
Borrowings 407,40« 508,69:- 516,39¢ 121,99¢ 80,23¢
Other current liabilitie: 1,364,18: 898,81( 876,37! 393,27: 176,91¢
Liabilities directly associated with non-currensets held for

sale 213,76 — — — —
Total liabilities 7,400,42 3,283,39 5,084,06: 874,77¢ 934,80:
Total equity and liabilities 13,767,31 8,770,53 8,659,98. 2,646,63 2,186,88:
Number of shares outstandi(>) 2,004,743,44 2,004,743,44 1,396,551,88 1,168,943,63 1,168,943,63
(1) Combined consolidated financial information on bf@sis of common control. See note 2 to our auditetsolidated financial statemer

(2)
3)
(4)

()

Certain comparative amounts for 2006, 2005428@d 2003 have been reclassified to conform togbsiin presentation in the current
period.

As of December 31, 2007, 2006 and 2005, indudwill related to the acquisition of our Mexicgubsidiaries for a total amount of
USD 850.7, USD397.9 million and USD399.7 millioaspectively. See note 3 to our audited consolidétedicial statement:

The Compan’s common stock as of December 31, 2007, 2006, ZIB and 2003 was represented by 2,004,743,48@4 243,442
1,396,551,886, 1,168,943,632 and 1,168,943,63%/gdae USD1.00 per share, for a total amount of B8D4.7 million, USD2,004.7
million, USD1,396.6 million, USD1,168.9 million andSD1,168.9 million, respectivel

As described in note 28 to our audited constéd financial statements, after the completiothefCompany’s initial public offering, the
conversion of the Subordinated Convertible Loalms,exercise of the over-allotment option grantethéounderwriters of the initial
public offering and the consummation of the tratisas contemplated in the Corporate Reorganizaiigreement, 2,004,734,442 shares
were outstanding. In October 2005, Usiminas excedrity 5.3% equity interest in Siderar, its 16.69aity interest in Amazonia and its
19.1% equity interest in Ylopa and other itemsZ®7,608,254 new shares of the Company. Upon thguromation of this exchange,
capital increased to USD1,396.6 million, represeig 1,396,551,886 shares of USD1.00 nominal vp&reshare. Pursuant to certain
provisions contained in a subordinated convertitde agreement, on February 6, 2006, the Compattyagged certain subordinated
convertible loans (including interest accrued tiglodanuary 31, 2006) held by a wholly-owned subsjdbf San Faustin and converted
them into shares at a conversion price of USDZpare, resulting in the issuance of 302,962,261 steares on February 9, 2006. As
provided in the Corporate Reorganization Agreemamt-ebruary 9, 2006, a wholbywned subsidiary of San Faustin contributed ailst
assets and liabilities (including its interest imézonia) to the Company in exchange for 959,482n&xdy-issued shares of the Compi
after the settlement of its initial public offerinign connection with the over-allotment describedote 1 to our audited consolidated
financial statements, on March 1, 2006, the Compssyed 22,981,360 new shares. Upon consummatithre dfansactions discussed
above, as of December 31, 2006, the capital wasased to USD2,004.7 million, represented by 2,0fBl442 shares, each having a
nominal value of USD1.0(
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The following table sets forth our operating anldentcosts and expenses as a percentage of nefwales years indicated:

For the year ended December 3.

Percentage of net sale 2007 2006 2005 2004 2003
Net sales 100.(% 100.(% 100.% 100.% 100.(%
Cost of sale: (70.8% (65.9% (55.9% (59.)% (62.5%
Gross profil 29.2% 34.€% 44.1% 40.2% 37.5%
Selling, general and administrative exper (10.1% (9.595% (11.9% 8.2% (12.H%
Other operating expenses, | 0.2% (0.1)% (1.5Y% (0.2% (0.9%
Operating incom 19.4% 24.%% 31.2% 31.&8% 24.%
Interest expens 1.7% 1.7% (1.8% 1.)% (3.7%
Interest incomt 0.8&% 0.8% 0.7% 0.6% 0.6%
Other financial income (expense), | (4.9% (4.99% (5.9% 13.1% 10.2%
Excess of fair value of net assets acquired ovstr — — 4.2% — —
Equity in earnings (losses) of associated comps (0.1)% 0.1% 0.5% 13.(% 10.5%
Income before income tax exper 14.1% 19.2% 29.(% 57.2% 41.%
Income tax expens (2.0)% (4.00% (4.9% (11.0% (8.8%
Income from continuing operatiol 12.1% 15.2% 24.1% 46.2% 33.2%
Discontinued Operatior
Income from discontinued operatic 0.1% — — — —
Net income for the ye: 12.2% 15.2% 24.1% 46.2% 33.2%

Attributable to:

Equity holders of the Compai 9.€% 12.1% 15.8% 28.2% 20.52%

Minority interest 2.€% 3.1% 8.2% 18.(% 12.%

Fiscal Year Ended December 31, 2007 compared te¢&liy'ear Ended December 31, 2006

Due to the consolidation of Grupo Imsa since J@ly2D07, the results and other financial datalientear ended December 31, 2007 varied
significantly from the results and other finanaaka for the years ended December 31, 2006 and Bl year ended December 31, 2006
figures consolidate the results of Hylsamex, Sidaral Sidor together with all other consolidatebssdiaries for the full year.

Overview
Ternium’s net income attributable to equity holdéesreased to USD784.5 million for the year endeddinber 31, 2007, from USD795.4
million for the year ended December 31, 2006.

The results in 2007 were attributable to a posiimeironment for improved volumes and strong speiekes and the impact of the Grupo Imsa
transaction on July 26, 2007. These factors werkafig offset by increases in cost of sales, sglligeneral and administrative expenses, and
financial expense. The increase in cost of salespsiacipally due to higher cost per ton due tofgérimsa’s higher production cost structure
and higher value added product sales mix, and bwecaeases in raw materials, such as iron oreratated freight expenses, and costs related
to the annual increases in the international pricegon ore and higher labor costs and mainteaangenses. The increase in selling, general
and administrative expenses was mainly due todhedlidation of Grupo Imsa’s results and to higieight and transportation expenses
attributable to an increase in sales and highastax Argentina and Venezuela. Finally, the incedadinancial expenses was principally
attributable to higher interest expense resultiognfthe indebtedness under the facilities entertin connection with the Grupo Imsa
transaction, an increase in net foreign exchanggek (an effect that is offset to a large exterdHanges in Ternium’s net equity position) and
to the recognition of Sidor’'s excess cash paymiratisresulted in a financial loss of USD282.5 raillipartially offset by a net increase of
US$13 million in the fair value of certain deriwagiinstruments.

Cash and cash equivalents as of December 31, 286¥WSD1,126.0 million, compared to USD633.0 mill{@ot including USD10.4 million
of restricted cash) in the previous year. This #¥ifcrease was mainly due to the
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performance of operating activities which provid¢8D1,564.2 million, the net cash provided by finagactivities of USD1,252.7 million
and cash acquired of USD190.1 million, offset malny capital expenditures of USD436.3 million, aisifion of business of USD1,728.9
million, an income tax credit paid on business #sitian of USD297.7 million and investing activii®f USD50.9 million.

Net Sales

Net sales in 2007 totaled USD8,184.4 million, ar24 increase from USD6,565.6 million in 2006, priityaas a result of the consolidatis
since July 26, 2007, of Grupo Imsa. Excluding tfieat of the consolidation of Grupo Imsa (USD976Blion), net sales increased in 2007
to higher shipments and revenue per ton, whilersbigs increased mainly as a result of strong derf@arateel products in South and Central
America, which more than offset a slowdown in Noktherican steel markets.

The following table shows Ternium'’s total consot&thnet sales by product and geographical regiothéoyears indicated:

For the year ended
December 31,

In thousands of U.S. dollar. 2007 2006
Flat Steel Product Sale:

South and Central Americ 3,743,47. 3,051,44
North America 2,617,31. 1,960,72;
Europe and Othe 150,99¢ 48,41
Total Flat Steel Products Sale 6,511,78: 5,060,58;
Long Steel Product Sale:

South and Central Americ 764,10: 526,78(
North America 695,95! 735,82:
Europe and Othe 6,852 —
Total Long Steel Product Sale! 1,466,90 1,262,60.
Total Other Sales(1) 205,69: 242,39
Total Sales 8,184,38. 6,565,58;

(1) The item“Total Other Sal¢” includes mainly sales of pig iron and iron ¢

In 2007, Ternium derived the majority of its revesyapproximately 79.6 %) from sales of flat sfgelducts. Total sales of flat steel products
increased significantly from USD5,060.6 million2006 to USD6,511.8 million in 2007, primarily asesult of a USD656.6 million increase
the North American region, an increase of USD6®2illon in sales in the South and Central Americagion and an increase of USD102.6
million in Europe and other regions. The Grupo Iragasolidation contributed USD909.2 million.

Sales of long products were USD1,466.9 million dgr2007, an increase of 16% compared to USD1,462606 due to higher shipment
levels in the South and Central America regiontiglly offset by lower shipment activity in the NbrAmerica region and higher prices in both
regions.

Other sales decreased from USD242.4 million in 2008SD205.7 million in 2007, mainly as a conseqeof exporting less iron ore pellets
and fines to China due to higher internal consuomptas well as sales of iron ore pellets from Salud steel tubes from the tubing facilites

located in Mexico.
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Sales Volume
The following table shows our sales volume by paidund market for the years indicated:

In thousands of ton: For the year ended December 31
(unaudited) 2007 2006
Flat Steel Product Sales Volumt

South and Central Americ 4,78( 4,361
North America 3,12¢ 2,41:
Europe and Othe 23¢ 88
Total Flat Steel Product Sales Volumt 8,14« 6,861
Long Steel Product Sales Volum

South and Central Americ 1,257 94¢
North America 1,113 1,22¢
Europe and Othe 15 —
Total Long Steel Product Sales Volum 2,38¢ 2,17¢
Total Sales Volume® 10,53( 9,03t

(1) The“Total Sales Volun™” does not include the tons related to Other s

Total sales volume increased by 16.5% to 10,530g#0d tons in 2007 from 9,035 thousand tons in 2BREluding the effect of the
consolidation of Grupo Imsa (935 thousand tond)sakes increased in 2007 due to higher shipmeaislynas a result of strong demand for
steel products in South and Central America, windhne than offset a slowdown in North American staatkets.

In 2007, flat steel product sales volume incredsed8.7% to 8.144 thousand tons from 6,861 thousamsiin 2006. Sales in South and Cer
America increased by 419 thousand tons, or 9.68fm #,361 thousand tons in 2006 to 4,780 thousamlitn2007 due to favorable economic
conditions in our principal markets in the regi®ales to North America increased by 29.5% to 3tha&sand tons in 2007 from

2,413 thousand tons in 2006. The substantial diffee was due the consolidation of Grupo Imsa’ssa&ime since July 26, 2007, that was
partially offset by slowdown in the North Americararket. Sales to Europe and other markets incrdas81.3 thousand tons, or 171.6%,
from 88 thousand tons in 2006 to 239 thousand ito@907 due to spot sales to the European market.

In 2007, long steel product sales volume incre&se®.8% to 2,386 thousand tons from 2,174 thousanslin 2006. Sales in South and Cer
America increased by 309 thousand tons, or 32.68f 848 thousand tons in 2006 to 1,257 thousanslitoB007, as a consequence of good
economic performance in our main markets in théoredgsales to North America decreased by 112 thuligans, or 9.1%, from 1,225 thous:
tons in 2006 to 1,113 thousand tons in 2007, asaltrmainly of a de-stocking process in the UnB¢ates.

The following table shows the percentage of madistibution of Ternium’s total sales by region foe years indicated:

For the year ended December 31,

Percentage of total sale 2007 2006
South and Central Americ 57.2% 58.8%
North America 40.2% 40.2%
Europe and Othe 2.4% 1.C%
100.(% 100.(%
Sales price:

Revenue per ton of flat steel products increase8.4% to USD800.6 per ton in 2007 from USD738 perih 2006. Revenue per ton for long
steel products increased by 5.9% to USD615 pemnt@007 from USD581 per ton in 2006. While pricemrined relatively stable throughout
2007 in the North America region, steel priceshia South and Central America region grew duringr2f@e to good economic performances
in Argentina and Venezuela.
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Cost of sales

Total cost of sales increased by 34.9%, from US®ZA2 million in 2006 to USD5,796.0 million in 200Vhe variation was mainly due to the
consolidation of Grupo Imsa’s cost of sales of UHd4.9, together with an increase in Sidor’'s ane&ids cost of sales of USD241.5 million
and 320.5 million, respectively. Ternium experiehbigher iron ore and related freight expensebivdue to the annual increases in the
international prices for iron ore and higher leeeshipments. Furthermore, 2007 results includgthdri amortizations partially offset by three
items that affected the 2006 cost of sales anddiatot recur in 2007: a charge related to anease in pension plan benefits at Sidor; lower
efficiencies that resulted from the work slowdovamsl strikes at Sidor that ended on November 8, ;28 costs associated with the relining
of blast furnace No.1 at Siderar, which resumedatns on January 31, 2007.

Natural gas and electricity prices for the Soutt @entral America operations were relatively staBleergy for the Venezuelan operation

tied to long-term contracts, and prices of eleityriand natural gas under such contracts wereivelgtstable. Operations in Argentina are
largely self-sufficient in electricity through thedelf-generation capabilities. Most of the energyut at our Argentine operations is obtained
from metallurgical coal and pet coke, the balarmiadpfulfilled with fuel oil and natural gas. Na&ligas prices in Argentina showed only slight
fluctuations.

The natural gas consumption for our operations @xigb was partly fixed through hedging mechanisntgch prevented major cost changes
associated with natural gas prices.

Average cost of sales per ton of flat steel praglirtreased by 17.9% from USD480 per ton in 20083®566 per ton in 2007 largely due to
additional processing cost associated with Grupgalsricher product mix and also to overall incesais raw materials such as iron ore and
related freight expenses, and costs related tarthaal increases in the international prices fam wre and higher labor costs and maintenance
expenses. The average cost of sales per ton ofteef products increased by 9.3% from USD396 greirt 2006 to USD433 per ton in 2007,
mainly due to the same reasons expressed previfardiat steel products.

Cost of sales, expressed as a percentage of est gaireased to 70.8% during 2007, compared @6 2006. The increase was due to
higher costs of supplies, raw materials and lalsts; together with a shift in product mix towapileducts with a lower gross margin, and also
due to Grupo Imsa’s higher cost products consatidatince July 26, 2007.

Selling, general and administrative expens

Selling, general and administrative expenses iry 20&re USD825.8 million, or 10.1% of net sales, paned to USD624.8 million, or 9.5% of
net sales in 2006.

The increase in selling, general and administragigenses reflects the consolidation of Grupo Imezsults and the effect of higher freight
costs in Argentina and Venezuela, partially offsef decrease in freight costs in Mexico, highgesan Argentina and Venezuela, higher I
cost in Venezuela due to changes in the healthsyastem, salaries and costs relating to the distinidgpersonnel.

Other operating income (expenses), net

Other operating income (expenses), net, increag&tSD31.1 million, from a net loss of USD7.3 milidor the fiscal year ended
December 31, 2006, to net income of USD23.9 milim2007. This variation was mainly due to a deseeaf USD13.3 million in the de-
recognition property, plant and equipment, togethién a net recovery of USD12.8 million in the characcounted for 2007 related to the
provisions for legal claims.
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Operating income

Operating income totaled USD1,586.4 million in 20871% lower than the operating income of USD1,636illion in 2006. This variation
was mainly due the consolidation of Grupo Imsa’srafions and, in particular, as a nategrated producer, the operations had lower diper
margins and higher input costs for slabs and ftei@perating income as a percentage of sales wd&4li& 2007, compared to 24.9% in 2006.

Financial expenses, net

Net financial expense resulted in a net finan@alof USD426.4 million in 2007, compared to afiretncial loss of USD382.8 million i
2006. The change was due to:

. an increase of USD29.2 million in interest expeffisen USD112.9 million in 2006 to USD142.1 milliam 2007, due to higher
interest costs resulting from the indebtedness wmgefacilities entered into in connection witke tBrupo Imsa transactio

. an increase in net financial losses from the pggtton account in an amount of USD12.4 millionnfr& SD270.2 in 2006 t
USD282.5 in 2007

. an increase of USD15.5 million in net foreign exudpa transactions mainly related to the indebtednedsr facilities entered into
connection with the Grupo Imsa transacti

. an increase of USD18.5 million in other charges tuhe issuance of letters of credit, paymentashmissions and other financial
costs arising from the higher level of activi

. all of which was partially offset by an increasdt$D14.3 million in interest income and a gain GIL3.0 million related t
changes in the fair value of derivatives and aekes® in debt issue costs of USD 4.7 mill

Equity in earnings (losses) of associated compat

Ternium’s share in the results of associated comegaturing 2007 was a loss of USD7.1 million, conegao a gain of USD4.5 million for
2006. The decrease was mainly due to the effeatiogs of USD7.5 million in our associated compktatesi compared to a gain of USD3.9
million in 2006.

Income tax expens

During 2007, Ternium recorded an income tax expefi$éSD162.6 million, compared to an income taxenge of USD262.4 million for the
fiscal year ended December 31, 2006. The decraaseame tax expense for the year relates maintiigceffect of inflation adjustment for tax
purposes in Sidor's deferred income tax for USD.238illion The effective tax rate of Ternium is calated as income tax on income (before
equity in earnings of associated companies, indaxand excess of fair value of net assets acquoived cost and minority interest). Terniwsm'’
effective tax rate for 2007 was 14.0%, compare2l0t®% in 2006.

Net income attributable to minority intere:

Net income attributable to minority interest foetfiscal year ended December 31, 2007, was USD2i#lidn compared to USD200.5 millic
in 2006. The increase was mainly due to a decrieaSelerars minority interest results of USD25.2 million aaud increase of USD41.3 millic
related to Sidor.

Fiscal Year Ended December 31, 2006 compared ta&li&’ear Ended December 31, 2005

Due to the consolidation of Amazonia and HylsaniagesFebruary 15, 2005 and August 22, 2005, rei@bgtthe results and other financial
data for the year ended December 31, 2006 varigtfisiantly from the results and other
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financial data for the years ended December 315 20@ 2004. Fiscal year ended December 31, 20Q6eBgconsolidate the results of
Hylsamex, Siderar and Sidor together with all ot@nsolidating subsidiaries for the full year.

Overview

Ternium’s net income attributable to equity holdexyeased to USD795.4 million for the year ended¢@nber 31, 2006, from USD704.4
million for the year ended December 31, 2005.

The results in 2006 were attributable to:
. a positive environment for improved volumes andrggrsteel prices
. the consolidation for the full fiscal year of Hyfsax's and Sidc's results

. the absence of the non-recurring gain of USD188lHomrecorded in 2005 upon the conversion, in fe@by 2005, of a convertible
loan granted by Ylopa into Amazonia shal

. all of which was partially offset by increases ostof sales, selling, general and administratiygeases, and financial expense.
increase in cost of sales was principally due ¢gthér iron ore and coal costs in 2006 related tatireial increases in the
international prices for those commaodities, as asglto three non-recurring items that affectedytbae’s cost of sales: a charge
related to an increase in pension plan benefi@dur; lower efficiencies that resulted from therlwslowdowns and strikes at Sid
and costs associated with the relining of blastdae No.1 at Siderar. The increase in selling, igg@®d administrative expenses
was mainly due to higher freight and transportaggpenses attributable to an increase in saleallf;ithe increase in financial
expenses was principally attributable to higheeriest expense resulting from the indebtedness uhdédacilities entered into in
connection with the Hylsamex acquisition and tordgmognition of Sidor’'s excess cash payments #mtlted in a financial loss of
USD270.2 million.

Cash and cash equivalents as of December 31, 26@5WSD633.0 million (not including USD10.4 milliaf restricted cash), compared to
USD755.0 million (not including USD10.7 million eéstricted cash) in the previous year. This 16.2¢rehse was mainly due to the
performance of the operating activities which pdexd USD1,245.0 million, offset mainly by capitapexditures of USD405.8 million,
acquisition of business of USD210.5 million and tie¢ cash used in financing activities of USD7586iBion.

Net Sales

Net sales in 2006 totaled USD6,565.6 million, é&644@ increase from USD4,449.7 million in 2005. Thgn#ficant increase was primarily di
to the consolidation for the full fiscal year of Amonia and Hylsamex’s sales of USD239.9 milliort @féentercompany transactions) and
USD1,760.4 million (net of intercompany transactipmespectively, together with an increase in ®ide sales of USD297.0 million, which
was partially offset by a decrease in Ternium imdefonal’s sales of USD181.5 million. Both Amazoarad Hylsamex had strong sales
consistent with the solid pricing environment ahe positive economic activity in the markets in @ththey participate.
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The following table shows Ternium'’s total consot&tinet sales by product and geographical regiothéoyears indicated:

For the year ended December 3.

In thousands of U.S. dollar 2006 2005
Flat Steel Product Sale:

South and Central Americ 3,051,44 2,403,43.
North America 1,960,72; 949,15
Europe and Othe 48,41 327,99°
Total Flat Steel Products Sale 5,060,58: 3,680,58;
Long Steel Product Sale:

South and Central Americ 526,78( 370,63
North America 735,82: 252,57¢
Europe and Othe — 2,15¢
Total Long Steel Product Sale! 1,262,60: 625,36¢
Total Other Sales() 242,39" 143,82:
Total Sales 6,565,58; 4,449,77.

(1) The item“Total Other Sal¢” includes mainly sales of pig iron and iron ¢

In 2006, Ternium derived the majority of its reveayapproximately 77.1 %) from sales of flat sfgelducts. Total sales of flat steel products
increased significantly from USD3,680.6 million2005 to USD5,060.6 million in 2006. USD95.2 milligmet of intercompany transactions)
and USD1,142.7 million (net of intercompany transars) resulted from the consolidation of Amazosiahd Hylsamex'’s results for the full
year, respectively, together with an increase tefi’s sales of USD282.1 million, partially offset bydacrease in Ternium International’s
sales of USD 140.8 million. After the consolidati@hAmazonia and Hylsamex'results in 2005, long steel product sales ineagnificantly
from USD625.4 million in 2005 to USD1,262.6 milliam 2006. The variation was as a consequence of@ease in Amazonia and
Hylsamex's sales of USD135.6 million and USD530i0iom respectively.

The other sales increased from USD143.8 millioR0A5 to USD242.4 million in 2006, mainly as a cansance of the consolidation of
Hylsamex, which exported iron ore pellets and fitee€hina, as well as sales of iron ore pelletsnflsmazonia and steel tubes from the tubing
facilites located in Mexico.

Sales Volume
The following table shows our sales volume by paidund market for the years indicated:

In thousands of tons For the year ended December 31,
(unaudited) 2006 2005
Flat Steel Product Sales Volumt

South and Central Americ 4,361 3,46:
North America 2,412 1,40¢
Europe and Othe 88 514
Total Flat Steel Product Sales Volumt 6,861 5,38:
Long Steel Product Sales Volum:

South and Central Americ 94¢ 70¢
North America 1,22¢ 50¢
Europe and Othe — 5
Total Long Steel Product Sales Volum: 2,174 1,21¢
Total Sales Volume®) 9,03t 6,60(

(1) The“Total Sales Volun™” does not include the tons related to Other s

Total sales volume increased by 36.9% to 9,035gh0d tons in 2006 from 6,600 thousand tons in 20B6.increases in Sidor’s and
Hylsamex’s sales volume of 201 thousand tons a2@?2thousand tons (net of intercompany transagtioespectively, for the fiscal year 2006
mainly reflect the consolidation of these companiegether with an increase in Siderar’s salesmelof 341 thousand tons, which was
partially offset by a decrease in Ternium Intermaail’s sales volume of 309 thousand tons.
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In 2006, flat steel product sales volume incredsed7.5% to 6,861 thousand tons from 5,383 thousamsiin 2005. The increase of

1,383 thousand tons (net of intercompany transas)iof Hylsamex’s sales volume was mainly due éodffect of the consolidation for the full
year. Sales in South and Central America increage®B8 thousand tons, or 26.0%, from 3,463 thousamnsiin 2005 to 4,361 thousand ton:
2006. The variation was attributable to an increds®idor’'s and Sideras’'sales of 468 thousand tons and 471 thousandrespsctively. Sale

to North America increased by 71.7% to 2,413 thodgans in 2006 from 1,405 thousand tons in 200& Jubstantial difference was due t¢
increase of Hylsamex’s sales volume of 1,351 thodsans, partially offset by a decrease in Sideakes of 411 thousand tons. Sales to Europe
and Other markets decreased by 426 thousand t088,%%, from 514 thousand tons in 2005 to 88 tanddons in 2006 due to the due to the
shift in sales to Ternium’s traditional markets.

In 2006, long steel product sales volume increégeti8.5% to 2,174 thousand tons from 1,218 thousamsiin 2005, due to the effect of the
consolidation for the full year of Sidor and Hylsexis sales volume of 200 thousand tons and 81%#rmalitons, respectively. Sales in South
and Central America increased by 239 thousand twr3.7%, from 709 thousand tons in 2005 to 948 i¢land tons in 2006, as a consequence
of an increase of Sidor’s sales of 207 thousand. t8ales to North America increased by 722 thousamsl or 143.5%, from 503 thousand tons
in 2005 to 1,225 thousand tons in 2006, as a reétiite consolidation for the full year of Hylsan'egales of 802 thousand tons. Sales to
Europe and other markets were no recorded durifg.20

The following table shows the percentage of madistibution of Ternium’s total sales by region foe years indicated:

For the year ended December 3.

Percentage of total sale 2006 2005
South and Central Americ 58.¢% 63.2%
North America 40.2% 28.%
Europe and Othe 1.C% 7.%%
100.(% 100.(%

Sales destined to the Americas increased to 99%eafiet sales in 2006 from 92.1% of net sales 053@imarily due to the effect of the
consolidation of Hylsamex’s sales for the full ygaP006. During the same period, sales destin&btdgh and Central America decreased
slightly as percentage of net sales, while saleirtsl to North America increased sharply from 20df net sales in 2005 to 40.3% of net s
in 2006. This variation was mainly due to the cdiglsdion of Hylsamex for the full fiscal year in @6, which is located in Mexico and
channeled most of its shipments in the North AnzeRegion. Sales to Europe and other markets dex¢ad .0% of net sales in 2006 from
7.9% of net sales in 2005, due to the shift ins&deTernium’s traditional markets.

Sales price:

Revenue per ton of flat steel products increased. 8 to USD738 in 2006 from USD684 in 2005. Reeper ton for long steel products
increased by 13.1% to USD581 in 2006 from USD512005. While prices remained relatively stable tigioout 2006 in the South and Cer
America region, steel prices in the North Ameriegion grew during the first part of 2006, peakedirgust and softened later in the year due
to increased imports pressure in the U.S. and statddng process in Mexico and in the U.S.

Cost of sales

Total cost of sales increased by 72.8%, from US82@ million in 2005 to USD4,297.0 million in 200Bhe variation was mainly an increase
of Hylsamex’s cost of sales of USD1,401.8 milliaredo the consolidation for the full fiscal year2®06, together with an increase in Sidor’s
and Sideras cost of sales of USD347.0 million and USD249.8iom, respectively. Ternium experienced higheniare and coal costs in 2(
related to the annual increases in the internaltjomees for those commodities. Furthermore, 208uits included three non-recurring
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items that affected the year’s cost of sales: ageheelated to an increase in pension plan berafi@dor; lower efficiencies that resulted from
the work slowdowns and strikes at Sidor that ermletlovember 8, 2006; and costs associated withetiréng of blast furnace No.1 at Sidel
which resumed operations on January 31, 2007.

Natural gas and electricity prices for the Soutt @entral America operations were relatively staBleergy for the Venezuelan operation
tied to long-term contracts, and prices of eleityriand natural gas under such contracts wereivelgtstable. Operations in Argentina are
largely self-sufficient in electricity through thedelf-generation capabilities. Most of the energyut at this operation is obtained from
metallurgical coal and pet coke, the balance btitijed with fuel oil and natural gas. Naturalgarices in Argentina showed only slight
fluctuations.

The cost for natural gas for the operations in Mexvas largely fixed through hedging mechanismschvprevented major cost changes
associated with natural gas prices. Electricitggsiin Mexico experienced slight increases dubeadigher finished steel production that
required the use of additional electricity at higheak hour rates.

Average cost of sales per ton of flat steel proslictreased by 28.3% from USD374 per ton in 20083®480 per ton in 2006 largely due to
additional processing cost associated with Hylsasnésher product mix and also to overall increaisesaw materials and energy, such as, iron
ore, coal and coke, costs related to the annuegases in the international prices for those conitiesd The average cost of sales per ton of
long steel products increased by 23.8% from USO8&Qon in 2005 to USD396 per ton in 2006, mainlg tb the same reasons expressed
previously for flat steel products.

Cost of sales, expressed as a percentage of eet sadreased to 65.4% during 2006, compared 86 2005. The increase was due to
higher costs of supplies, raw materials and labsts; together with a product mix with a lower grasargin, and also due to Hylsamex’s
consolidation for the full fiscal year.

Selling, general and administrative expens

Selling, general and administrative expenses ir62068re USD624.8 million, or 9.5% of net sales, canep to USD504.7 million, or 11.3% of
net sales in 2005.

The consolidation of Sidor and the acquisition gfddmex increased the absolute figure for sellgagneral and administrative expenses, which
reflected higher freight associated with the inseshvolume of sales and higher personnel costsodie integration of the three main
companies into Ternium. Despite the increase iimgelgeneral and administrative expenses, theatimtuin the ratio of selling, general and
administrative expenses to net sales in 2006 apared to the previous year reflects a significatibnalization in white collar head count and
improved efficiencies.

Other operating expenses, net

Other operating income and expenses decreased B$&JB million, from a net loss of USD65.9 millioarfthe fiscal year ended December
2005 to a net loss of USD7.3 million in 2006. Thésiation was mainly due to a decrease of USD41llomin the de-recognition property,
plant and equipment, together with a decrease &@4J$million in the charge accounted for 2006 rditio the provisions for legal claims.

Operating income

Operating income totaled USD1,636.6 million in 2008.6% higher than the operating income of USDZA.3®nillion in 2005. This variation
was mainly due to a positive environment for imgowolumes and strong steel pricing, partially @ffsy higher input costs. Operating incc
as a percentage of sales was 24.9% in 2006, cothfrad.3% in 2005.
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Financial expenses, net

Net financial expense resulted in a net finan@alof USD382.8 million in 2006, compared to afimetncial loss of USD310.7 million i
2005. The significant change was due to:

an increase of USD31.3 million in interest expefisen USD112.9 million in 2006 to USD81.6 million R005, due to higher
interest costs resulting from the indebtedness wigefacilities entered into in connection witke tHylsamex acquisitior

an increase in net financial losses from the pagtton account in an amount of USD49.0 million.tWRebruary 15, 2005, Terniu
accounted for its investment in Amazonia underettpeity method of accounting. Thus, income arisiogfthe participation
account agreement has been recorded under incomepfarticipation account within financial incomet.nUpon the conversion of
the Amazonia convertible debt instrument, on Fetyrd&, 2005, Ternium acquired indirect control ahAzonia and began
accounting for such investment on a consolidateisb&ollowing the consolidation of Amazonia’s esuincome resulting from
Ternium’s share of the participation account haanbaffset against Amazonia’s loss for the same eptnand shown under net loss
from participation account line iter

an increase of USD10.5 million in the debt issuarasts, mainly in connection with the Hylsar's acquisition in 2005; ar

an increase of USD13.7 million in other charges tude issuance of letters of credit, paymentashmissions and other financ
costs associated to the higher level of actiy

all of which was partially offset by an USD20.2 liwih increase in interest income and an USD12.8onildecrease in losses
related to net foreign exchange transactions aadggs in the fair value of derivativ

Equity in earnings of associated compani

Ternium’s share in the results of associated coiegaturing 2006 was a gain of USD4.5 million, congglato a gain of USD21.5 million for
2005. The decrease was mainly due to the earnimassociated companies recorded under the equityadeintil February 15, 2005, relating
to Ternium’s investment in Amazonia.

Income tax expens

During 2006, Ternium recorded an income tax expeh&&SD262.4 million, compared to an income taxenge of USD218.5 million for the
fiscal year ended December 31, 2005. The effetéixeate of Ternium is calculated as income taineome (before equity in earnings of
associated companies, income tax and excess ofdlaie of net assets acquired over cost and mynioitiérest). Ternium’s effective tax rate for
2006 was 20.9%, compared to 20.2% in 2005.

Net income attributable to minority intere:

Net income attributable to minority interest foe tiscal year ended December 31, 2006 was USD20ilibn compared to USD368.4 millic
in 2005. The decrease was mainly due to an inclieaSiglerar’s minority interest results of USD1@nélion and a decrease of USD165.7
million related to Amazonia’s acquisition in Febrpd5, 2005, and the exchanges by Usiminas and-8astin’s wholly-owned subsidiary,
Inversora Siderurgica Limited.

Foreign Currency Fluctuations
See Item 11. “Quantitative and Qualitative DisclesAbout Market Risk—Foreign Exchange Exposure Risk
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Governmental Economic, Fiscal, Monetary or PolitichPolicies or Factors
See Item 3. “Key Information—D. Risk Factors— Rigkslating to the Countries in Which We Operate”.

B. Liquidity and Capital Resources

We obtained funds from our operations and shor+i&s well as long-term borrowings from bankingitagbns. These funds are primarily
used to finance our working capital and capitalesitures requirements, acquisitions and dividemdnents to our shareholders. We hold
money market investments and variable-rate or fiedd securities from investment grade issuersingu2007, we significantly increased our
financial indebtedness, from USD1,057.1 million8D4,084.9 million in connection with the Grupo krtsansaction.

Management believes that funds from operationsoama@ccess to external borrowing will be sufficiemsatisfy our current working capital
needs and to service our debt in the foreseeahlesfuManagement also believes that our liquiditgt eapital resources give us adequate
flexibility to manage our planned capital spendimggrams and to address short-term changes indsssoonditions.

The following table shows the changes in our cashaash equivalents, excluding funds placed int tfas each of the periods indicated belc

For the year ended December 3.

In thousands of U.S. dollar. 2007 2006 20051
Net cash provided by operating activit 1,564,20: 1,244,97. 1,262,45!
Net cash used in investing activiti (2,323,63) (610,357) (1,831,23)
Net cash provided by (used in) financing activi 1,252,73! (756,28)) 1,163,36!
Increase (decrease) in cash and cash equivs 493,29' (121,66)) 594,59:
Effect of exchange rate chanc (258 (315) (34,48))
Cash and cash equivalents at the beginning ofehe 633,00: 754,98( 194,87!
Cash and cash equivalents at the end of the year 1,126,04: 633,00/ 754,98(®)

(1) Cash and cash equivalents do not include ceftigids that Ternium placed in a trust establigieeghsure that the financial needs for the
normal development of Siderar’'s operations were debf December 31, 2005, the amounts placeddnrtist totaled USD5.2 million
and were presented as Other Current Investm

(2) As of December 31, 2006 and 2005, cash andegsivalents do not include USD10.4 million and USLY million, respectively, of
restricted cast

Fiscal Year Ended December 31, 2007 compared te&li&’ear Ended December 31, 2006

Overview

During 2007, Ternium’s primary source of fundingsaaash flows from its operating activities. In thed quarter of 2007, we significantly
changed the mix of financial resources as a refutte credit facilities entered into in connectisith the Grupo Imsa transaction.

Cash and cash equivalents increased by 77.9%, Dd@&million, from USD633 million as of December, 2D06 (not including USD10.4
million of restricted cash), to USD1,126 million @sDecember 31, 2007. This amount includes caghieed in the Grupo Imsa transaction
amounting to USD190.1 million. In addition to casid cash equivalents, as of December 31, 2007 eldeokther current investments totaling
USD65.3 million.
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Operating activities
Net cash provided by operations during 2007 was US&1.2 million compared to USD1,245.0 million i005.

The main reasons for the variation in operatindn ¢bsv were:
. a strong increase in amortization charges of USDAlA1illion that mainly reflects the effect of theupo Imsa transactiol

. a decrease in income tax expenses for the yeachwéliates mainly to the effect of inflation adjusnt for tax purposes in Sic's
deferred income tax for USD135.2 millic

Investing activities

Net cash used in investing activities in 2007 w&D3,323.6 million, compared to USD610.4 million2006. The variation was mainly due
the Grupo Imsa transaction, which resulted in:

. acquisitions of businesses in 2007 in an amoukt3191,518.3 million, equal to a total purchase coasition of USD1,728.
million, net of acquired cash amounting to USD 19illion (in 2006, Ternium completed acquisitigarisactions for an aggregate
amount of USD207.3 million, consisting of the puash of a 50% equity interest in Acerex for USD4Aillion, the acquisition of
tube manufacturing assets from Acindar for USD5Billon, and the purchase of a 4.85% equity stak8iderar for USD107.5
million);

. generation of an income tax credit of USD297.7imillin 2007 for income taxes paid in connectiorhwite transaction, whic
credit may be applied against income tax obligatifam the years 2008 and 20(

Financing activities

Net cash provided by financing activities was USI32,7 million in 2007, compared to USD756.3 millioihnet cash used for financil
activities in 2006. The variation was mainly due to

. an increase in proceeds from borrowings of USD3®6iillion, comprising the facilities entered iritboconnection with the Grug
Imsa transaction, to refinance existing indebtrméssrupo Imsa and Hylsa and to pay taxes, feesapdnses related to the
transaction

. an increase in the repayments of borrowings of US88.4 million, due to Terniurs’use of its strong liquidity position to reducs
financial indebtedness; al

. the payment of dividends to the Comp’s shareholders of USD100.2 millic

Fiscal Year Ended December 31, 2006 compared te&li&’ear Ended December 31, 2005

Overview

During 2006, Ternium’s primary source of fundingsaaash flows from its operating activities. In thed quarter of 2005, we significantly
changed the mix of financial resources as a refutte credit facilities obtained in connectiontwihe acquisition of Hylsamex.

Cash and cash equivalents decreased by 16.2%,®t 2230 million, from USD755.0 million as of Decemi®4, 2005 (not including USD10
million of restricted cash) to USD633.0 million @sDecember 31, 2006 (not including USD10.4 millmfirestricted cash). This amount
includes an increase in the initial cash and caslfivalent of USD305.3 million and USD215.4 millicattributable to the consolidation of
Amazonia and Hylsamex, respectively. In additioedash and cash equivalents, as of December 31, 2@0Beld other current
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investments totaling USD5.2 million, which wererpairily financial resources placed in a trust essaleld to ensure that the financial needs for
the normal development of Siderar’s operations wesé

Operating activities
Net cash provided by operations during 2006 was U345.0 million compared to USD1,262.5 million i00a5.

The main reasons for the variation in operatind ¢bmsv were:

. the absence of gain of excess of net assets adquier cost recognized in 2005 of USD188.4 milléord a loss accounted for
2006 related to changes in Si's pension plan for an amount of USD46.9 milli

. a strong increase in working capital needs of USD@&nillion that mainly reflects greater requirertsefor inventories and trade
receivables, partially offset by a decrease intbeeivables

Investing activities
Net cash used in investing activities in 2006 w&Di810.4 million, compared to USD1,831.2 millionZ@05. The variation was mainly due

. a capital expenditures increase from USD244.9 anilin 2005 to USD405.8 million in 2006, as a resfithe consolidation ¢
Amazonia and Hylsamex for the full fiscal year ®08. During 2006, the main capital expendituresevike installation of facilities
for storing and handling slabs, a new reheatingdae and the upgrading of the hot strip mill No. Hylsa; the relining of blast
furnace No.1, as well as, improvements and enhascenin the areas of sinter production, cokinglitaes and the hot strip mill in
Siderar; and new oxygen production facilities, iseamping and expansion of the Midrex direct reiducof iron modules and
disbursements associated with the installationréw ladle furnace in Sidor; a

. a decrease in the acquisitions of businesses iartteaint of USD1,986.1 million, that in 2005 weredsted principally in the
acquisition of Hylsamex. In 2006, Ternium made @ipally the following transactions for an amount&$D207.3 million: the
purchase of the remaining 50% equity interest ier&g for USD44.6 million; the acquisition of tubenufacturing assets from
Acindar by Siderar for USD55.2 million; and the ploase of CVRI's 4.85% equity stake in Siderar for USD107.5 milli

Financing activities

Net cash used in financing activities was USD75%6ilBon in 2006, compared to USD1,163.4 millionradt cash provided by financit
activities in 2005. The variation was mainly due to

. net proceeds of USD525.0 million from Terni's initial public offering in January 200

. a decrease in proceeds from borrowings of USD119@8lion, that comprised the loans in which weezat into in 2005 for th
acquisition of Amazonia and Hylsame

. an increase in the repayments of borrowings of USD& million, due to Ternium'’s use of its strongulidity position to reduce its
financial indebtedness; al

. a decrease in dividends paid to the Com’s and minorit’s shareholders of USD342.0 millic
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Principal Sources of Funding
Funding Policies

Management'’s policy is to maintain a high degre#iefibility in operating and investment activitiby maintaining adequate liquidity levels
and ensuring access to readily available sourcéraricing. We obtain financing primarily in U.Solthrs. Whenever feasible, management
bases its financing decisions, including the etectf term and type of the facility, on the inteddese of proceeds for the proposed financing.

Financial Liabilities

Our financial liabilities currently consist of losmith banks, two series of debt securities, amibmbverdrafts transactions. These facilities are
mainly denominated in U.S. dollars. As of Decentiier2007, U.S. dollar-denominated financial lial#h represented 98% of total financial
liabilities. Total financial debt increased from D5057.1 million as of December 31, 2006, to USB4,0 million as of December 31, 2007.
During 2007, Ternium’s bank borrowings increased}t$P3,027.8 million, principally due to the incunee of new indebtedness in order
finance the Grupo Imsa transaction and the repayofemsignificant portion of outstanding borrowingelated to prior acquisitions. Also, in
2007, borrowings with related companies that ina@thounted USD2.2 million were repaid. As of Decen?007, current borrowings were
10% of total borrowings, of which none corresponttedorrowings with related parties. See Item 7ajd Shareholders and Related Party
Transactions—B. Related Party Transactions—Fina@parations and Administrative Services.”

The following table shows Ternium’s financial liities as of December 31 of each of the last tlyeses:

In thousands of U.S. dollar: 2007 2006 2005
Borrowings with related partie — 2,161 607,47.
Bank borrowings 4,084,900 1,054,930 2 308,80
Total borrowings 4,084,90: 1,057,090 2,916,27

(1) Net of debt issuance co:

The weighted average interest rates at Decemb&08%, 2006 and 2005 shown below were calculatedike rates set for each instrumet
its corresponding currency and weighted using tt& Wollar-equivalent outstanding principal amoointhose instruments at December 31,
2007, 2006 and 2005, respectively.

2007 2006 2005
Bank borrowings 6.15% 6.82% 6.0&%

The maturity of our financial liabilities is as folvs:

1 year 1-2 2-3 3-4 4-5 Over 5
At December 31, 200° or less years years years Years Years Total
Borrowings®®) 407,40« 371,23. 320,39( 1,732,76 1,210,47: 42,63 4,084,90
Total borrowings 407,40 371,23. 320,39( 1,732,76 1,210,47. 42,63¢ 4,084,90.

(1) Borrowings are primarily bank borrowings with thjpdrties. Se“—Liquidity and Capital Resourc—Principal Sources of Fundi—
Financial Liabilitie!".
(2) Net of debt issuance cos

For information on our derivative financial instrants, please see Item 11. “Quantitative and Qtiakt®isclosures About Market Risk” and
note 26 to our audited consolidated financial statets included in this annual report.
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Most relevant Borrowing
Our most relevant borrowings as of December 3172@@re incurred in relation to the Grupo Imsaseation in July 2007.

Millions of U.S. dollars or Mexican pesos (as apable)

Outstanding principal
Original principal
amount as of

Date Borrower Type amount December 31, 2007 Maturity

July 2007 Company Syndicated los USD125.( USD125.(  Prepaid in January 20
June, July and August 20! Hylsa Syndicated loa uUSD2,070.! uUSD2,070.! July 2012

July 2007 Grupo Ims.  Syndicated loa USD1,415. USD1,415. July 2012

May 2003 Grupo Ims.  Debt securitie! MXN547.C MXN547.C May 2009
September 200 Grupo Ims.  Debt securitie: MXN900.C MXN900.C August 200¢
August 2007 Siderar Term loan USD60.( USD60.( August 200¢

Syndicated Loan Agreements

The main covenants in the syndicated loan agreenaeatlimitations on liens and encumbrances, ltmitg on the sale of certain assets,
restrictions on investments, certain restrictioncapital expenditures and compliance with finan@tos (e.g., leverage ratio and interest
coverage ratio.) Management believes that currevertants allow us a high degree of operationalfmaghcial flexibility and do not impair ot
ability to obtain additional financing at competéirates.

As of December 31, 2007, we were in compliance witlof our financial covenants.
On January 28, 2008, the Company prepaid its laadsr the Company’s syndicated loan agreementlin fu

On February 1, 2008, we completed the sale ofrterésts in Steelscape, Inc., ASC Profiles Incrc¥@ruden Buildings Inc. and Metl-Span
LLC to BlueScope Steel North America Corporatiosuasidiary of BlueScope Steel Limited, for a t@@hsideration of US$ 727 million. On
February 28, 2008, Ternium Mexico applied USD700iom of the proceeds of such sale to prepay irengany debt with Hylsa (USD697.5
million in principal and USD2.5 million in intere$tOn that same day, Hylsa applied the proceedsabfpayment to partially prepay USD2,(
million indebtedness under its syndicated loan ement in a principal amount of USD700 million.

Debt Securitie:

In May 2002 and September 2003, Grupo Imsa issmederies of debt securitiesértificados bursatilesogr CEBURES) on the Mexican Stc
Exchange. As a result of the change in control fp® Imsa, the debt securities may be acceleratadyatime upon the request of one or more
debtholders holding at least 38% in aggregate naivimue of the CEBURES issued and outstandingya resolution passed by the
affirmative vote of debtholders holding at leas¥bih aggregate nominal value of the CEBURES isaratloutstanding at a debtholders’
meeting where a quorum of at least 75% in aggregat@nal value of the CEBURES issued and outstaniipresent or represented, on the
first convocation, or a quorum of at least 51%gdar@gate nominal value of the CEBURES issued atstanding is present or represented, on
the second convocation. As of the date of this ahraport, no such acceleration request has beeivesl and no such debtholders’ meeting
has been called.

For further information on our financial liabiliseborrowings and commitments please see notea®@ii) to our audited consolidated
financial statements included in this annual report
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C. Research and Development, Patents and Licens&sc.
See Item 4. “Information on the Company—B. Busin@ssrview—Research and Development”.

D. Trend Information
See “—Overview.”

E. Off-Balance Sheet Arrangements

Ternium does not use “off-balance sheet arrangeshastsuch term is defined by applicable SEC riesvever, as described above Ternium
has various ofbalance sheet commitments for the provision of meaterials (iron ore, entered into by Sidor) andrgnégas, gas transportat
and steam for the production of electricity, endergo by Siderar). Off-balance sheet commitmengsdiscussed in note 27(iii) to our audited
consolidated financial statements included in #imsual report.

F. Contractual Obligations

The following table summarizes our contractual gditions at December 31, 2007, and the effect shiipations are expected to have on our
liquidity and cash flow in future periods:

Payments Due by Period

In millions of U.S. dollars as of December 31,2007

tlfll_:: sl 1-3 4-5 After 5
Contractual Obligations Total year years years years
Borrowings® 4,084.¢ 407.< 691.€ 2,943.: 42.€
Estimated interest paymerits 868.7 229.¢ 384.t 247.¢ 6.8
Purchase Obligatiori® 5,127.¢ 617.F 1,281.( 1,274.¢ 1,954.
Sales Obligation&) 945,¢ 114.:. 228.7 228.7 373.t
Total Contractual Obligations 11,026.¢ 1,368.¢ 2,585.¢ 4,694.! 2,377.°

(1) Borrowings are primarily bank borrowings witkirtl parties. See “—Liquidity and Capital Resoured¥incipal Sources of Funding—
Financial Liabilities” Out of the USD4,084.9 million in total borrowind$SD83.7 million correspond to Sidor borrowin:

(2) Variable rates used in the projection are thescsettled in the current interest period andansidered to be fixed over the years. Out of
the USD868.7 million in total estimated interesypants, USD22 million correspond to Sidor estimatgerest payment:

(3) Includes contracts with T.G.N. (gas transportati®)VSA GAS, Siderca (steam), Iberdrola, Tractelmel Edelca (electricity), Con
(slabs), Sidernet (slag removal) and Matesi. OthefUSD5,127.9 million in total purchase obligagpUSD2,167.3 correspond to Sidor
purchase obligation:

(4) Includes a contract for the sale of pellets by 5tdd~MO and a contract for the sale of blooms tibds de Acero de Venezuela, S
(“Tavsa”), a subsidiary of Tenaris. For furtherdmhation see Item 4. “Information on the Company—History and Development of the
Company—Sidor Nationalization Process.” and Iterfiviajor Shareholders and Related Party TransactieBisRelated Party
Transaction—Sales of Steel Products and Raw Mate/”

G. Recent Developments
(a) Sidor.

In April 2008, the Venezuelan government annountseititention to nationalize Sidor. For more infation on the recent developments
relating to the Sidor nationalization process, lsem 4. “Information on the Company—A. History abdvelopment of the Company—Sidor
Nationalization Proce¢”

(b) Sale of non-core U.S. Assets.

On February 1, 2008, Ternium completed the salesafiterests in Steelscape, Inc., ASC Profiles, IMarco Pruden Buildings Inc. and Metl-
Span LLC to BlueScope Steel North America Corporgta subsidiary of BlueScope Steel Limited, féotal consideration of US$ 727
million. Ternium used the proceeds of the salerépay financial debt.
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We sold the assets, which were acquired as panecBrupo Imsa transaction, after determining tihey were not a strategic fit with our
production system. We continue to own Steelscapbieveport, Louisiana plant, which has already letgrated into our operations,
Ternium also has retained the pre-engineered rhetialings and insulated steel panels businesskkeiico. For more information on post-
balance sheet events, please refer to note 34rtautlited consolidated financial statements inaludethis annual report.

(c) Annual General Shareholders Meeting.

On June 4, 2008, the Company’s annual generallsblalers meeting approved the consolidated finarstéiements and unconsolidated annual
accounts for the year ended December 31, 2007th@nproposed dividend of USDO.05 per share (USDPeSCADS), or approximately
USD100.2 million. The Company paid the dividendJome 12, 2008.

The shareholders meeting also re-elected UbaldarfsguRoberto Bonatti, Carlos Condorelli, Pedro IBatuczynski, Adrian Lajous, Bruno
Marchettini, Gianfelice Mario Rocca, Paolo Roccd &aniel Agustin Novegil and elected Wilson NélimBier and Marco Anténio Soares da
Cunha Castello Branco as members of the boardettdrs to serve until the next annual shareholaesting which will be held in June 20

The board of directors subsequently re-appointedidiRocca as chairman of the Company’s board efctlirs; Daniel Novegil as chief
executive officer of the Company; and confirmed ldbaAguirre, Pedro Pablo Kuczynski and Adrian Laj@s members of the Company’s
audit committee, with Mr. Aguirre to continue asagiman.

The Company re-appointed PricewaterhouseCoopetindaim connection with the Company’s annual acteuequired under Luxembourg
law, through PricewaterhouseCoopers S.ar.l., andpmnection with the Company’s annual and intdimancial statements required under the
laws of other relevant jurisdictions, through Pifaterhouse & Co. S.R.L.) as the Company’s indepenhduditors for the 2008 fiscal year.

Item 6. Directors, Senior Management and Employee
A. Directors and Senior Management
Board of Directors

Our articles of association provide for a boardliogctors consisting of a minimum of five (5) menmdbévhen the shares of the Company are
listed on a regulated market as they currently ane)a maximum of fifteen (15) members. The boawirectors is vested with the broadest
powers to act on behalf of the Company and accamoli authorize all acts and transactions of mamageand disposal which are within its
corporate purpose and which are not specificabgmeed in the articles of association to the gdrstraeholders’ meetings.

The board of directors is required to meet as ddterequired by the interests of the Company. Aontgjof the members of the board of
directors in office present or represented at émehd of director’'s meeting constitutes a quorundl, @solutions may be adopted by the vote of
a majority of the directors present or representedase of a tie, the chairman is entitled to tastdeciding vote.

Directors are elected at the annual ordinary géséaeholders’ meeting to serve one-year renewehtes, as determined by the shareholders.
Our current board of directors is comprised of k¥2aors and an audit committee, which is comprisetirely of independent directors.

The shareholders may dismiss all or any one direxdtany time, with or without cause, by resolutimEssed by majority vote, irrespective of
the number of shares present or represented getieral shareholders’ meeting.
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Pursuant to the terms of a shareholders’ agreemated July 20, 2005, between Usiminas and Induktrial Investments Inc., a wholbwnec
subsidiary of San Faustin organized in the Cayrakamdls and the Company’s direct controlling shaddsrq“l.1.I. CI”), Usiminas is entitled to
designate two directors and I.I.I. Cl is entitleddesignate the chief executive officer of the Campand seven directors (and, in the case of ar
increase in the total number of directors, a mgjai such directors), one of whom shall be theirgeason of the board of directors. The
shareholders’ agreement will remain in full foreelaffect so long as Usiminas and I.1.I. Cl eacldla least 5% of the shares of the Company
or until it is terminated by either of Usiminasldrl. Cl pursuant to its terms. Wilson Nélio Brumend Marco Antdnio Soares da Cunha
Castello Branco were nominated as directors putdoahis agreement.

In addition, on January 9, 2006, Tenaris and a lyfmwned subsidiary of San Faustin entered intbaaeholdersagreement, pursuant to wh
such San Faustion subsidiary will take all actioniss power to cause one of the members of the @2my's board of directors to be one
nominated by Tenaris and any directors nominate@idnaris only be removed pursuant to written irgtams by Tenaris. Tenaris and San
Faustin’s subsidiary also agreed to cause any ea@saan the board of directors to be filled witlhwndirectors nominated by either Tenaris or
the San Faustin subsidiary, as applicable. On 22007, the San Faustin subsidiary assignex &# rights and obligations under the
shareholers’ agreement to I.I.I1. Cl. The sharehsldmgreement will remain in effect so long as eaftthe parties holds at least 5% of the
shares of the Company or until it is terminatecelilger Tenaris or I.1.1. Cl pursuant to its terr@arlos A. Condorelli was nominated as a
director pursuant to this agreement.

Under the Company'’s articles of association, aehdent director is a director who:

(i) is not employed, and has not been employed in aoutive capacity by the Company or any of its sdibsies within the five yeat
preceding the ordinary general sharehol’ meeting at which the candidate for the board caors was voted upo

(i) does not receive consulting, advisory or other cemsptory fees from the Company or any of its sudsed (other than fee
received as a member of the board of directorsipfcammittee thereof and fees received as a meailike board of directors or
other governing body, or any committee thereofrof of the Compar’s subsidiaries)

(iii) is not a person who directly or indirectly contrtie Company

(iv) does not have, and does not control a busieesty that has, a material business relationsliipp the Company, any of its
subsidiaries or a person who directly or indirectiytrols the Company, if such material businekdioaship would reasonably be
expected to adversely affect the dire’s ability to properly discharge his or her dut

(v) does not control, and is not and has not beéhijn the five years preceding the ordinary gehehareholders’ meeting at which the
candidate for the board of directors was voted yparployed by a present or former internal or exteauditor of the Company,
any of its subsidiaries or a person who directlyndirectly controls the Company; a

(vi) is not a spouse, parent, sibling or relative ughéthird degree of, and does not share a home arthof the persons abo
described

Within the limits of applicable law, the board dfettors of the Company may delegate to one or mpersons, whether or not members of the
board of directors, the Company’s day-to-day maneege and the authority to

represent the Company, provided that such delegatiall be subject to prior authorization by theegal shareholders’ meeting. On
September 14, 2005, following the requisite auttadidn at the general shareholders’ meeting, tlaedof directors delegated such day-to-day
management and authority to Daniel A. Novegil. @nel4, 2008, the Company’s annual general sharefsoideeting re-elected Ubaldo
Aguirre, Roberto Bonatti, Carlos Condorelli, Pegablo Kuczynski, Adrian Lajous, Bruno MarchettiBianfelice Mario Rocca, Paolo Rocca
and Daniel Agustin Novegil and elected Wilson N&imumer and Marco Anténio Soares da Cunha Cadsefioco as
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members of the board of directors to serve ungilrtbxt annual shareholders meeting which will dd lreJune 2009. The board of directors
subsequently re-appointed Paolo Rocca as chairifriéie €ompany’s board of directors and Daniel Novag chief executive officer of the
CompanyTernium.

The following table sets forth the current memb#rghe board of directors of the Company, theipeesive offices on the board, their principal
occupation, their years of service as board mendrsigheir age.

Age at
Years December 31
as
Name Position Principal Occupation Director 2007
Paolo Rocc#) Chairman Chairman and C.E.O. of Tenaris and
Chairman of Terniun 3 55

Marco Antonio Soares da Cunha Castello
Branco Director President of Usimina — 47
Ubaldo Jose Aguirr Managing Director of Aguirre, Gonzale

Director Marx & Asociados S.A 2 59
Roberto Bonattft Director President of San Fausi 3 58
Carlos Condorell Director Member of the Board of Tenal 2 56
Adrian Lajous Director Energy advisor at McKinsey & Compa 2 64
Wilson Nelio Brumel Director Chairman of the board of Usimin — 59
Bruno Marchettini Member of the board of San Faustin and

Director Siderar 2 66
Daniel Novegil Director C.E.O. of the Compan 2 55
Gianfelice Mario Rocc&) Chairman of the board of directors of San

Director Faustin 2 59
Pedro Pablo Kuczyns Director Partner of The Rohatyn Grol 1 69

(1) Paolo Rocca and Gianfelice Rocca are brothersRaferto Bonatti is Paolo and Gianfelice R('s first cousin

Paolo Rocca.Mr. Rocca has served as the chairman of the Coy'gplpard of directors since 2005. Mr. Rocca, axgssn of Agostino
Rocca, has served as our chairman since 2005. &lsashairman and chief executive officer of Tés)athairman of the board of directors of
Tamsa and the vice president of Confab Industrial & addition, he is a member of the board oédiors and vice president of San Faustin
and a member of the board of directors of Techim&icial Corporation N.V. Mr. Rocca is a vice chadn of the International Iron and Steel
Institute and a member of the International AdwsBGommittee of the New York Stock Exchange. Mr. 8&ois an Italian citizen.

Marco Antdnio Soares da Cunha Castello Branctr. Castello Branco has served on the Company’schofdirectors since June 4,
2008. He currently serves as President-CEO of Wsimia position to which he was appointed on A#jl2008. He has held several positions
within Mannesman (now Vallourec & Mannesmann Tulesluding Commercial Director and Chairman of Huard of directors. Mr. Castel
Branco is a Brazilian citizen.

Ubaldo Aguirre. Mr. Aguirre has served on the Company’s boardimgotiors since January 12, 2006. Mr. Aguirre isanaging director
of Aguirre, Gonzalez and Marx S.A., an Argentinegstment banking firm, and also serves as a menflike board of directors of Juan
Minetti S.A., a subsidiary of Holcim, the Swiss camproducer. Since 2005, he also serves as chabfrthe board of directors of Permasur
S.A. and since 2000 as member of the board of ireof URS Argentina S.A. Mr. Aguirre formerly sed as director and chairman of the
audit committee of Siderar. Mr. Aguirre began taseer at the World Bank in Washington, D.C. In &ddj Mr. Aguirre has been a member of
the boards of each of Argentina’s Central Bank—whes was responsible for that country’s externaldvang program and financial
negotiations—Banco de la Nacién Argentina and Bavacional de Desarrollo. He also served as the Bliapof Argentina’s financial
representative for Europe in Geneva and negottatdrehalf of the Republic of Argentina with the iB&lub. Mr. Aguirre is an Argentine
citizen.

Roberto Bonatti. Mr. Bonatti has served on the Company’s boardrefctbrs since 2005. Mr. Bonatti, grandson of AgasRocca and
first cousin of the Company’s chairman, Paolo Robea been involved in Techint Group businesses;ifipally in the engineering and
construction and corporate sectors, throughoutdniser. He was first employed by the Techint Griout976, as a deputy resident engineer in
Venezuela. In 1984, he became a
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member of the board of directors of San Faustsbmpany’s controlling shareholder, and, sincel26@ has served as its president. In
addition, Mr. Bonatti currently serves as presidantechint Compafiia Técnica Internacional S.A.@nld Tecpetrol S.A., an oil producer, and
is a member of the board of directors of Sider@al<C. (“Siderca”), Siderar and Tenaris. Mr. Bom&tan Italian citizen.

Carlos Condorelli. Mr. Condorelli on the Company’s board of directsirsce 2005. He is currently a member of the bodirectors of
Tenaris. He began his career within the Techintu@rio 1975 as an analyst in the accounting and @idtration department of Siderar. He has
held several positions within Tenaris or its sulasids and other Techint Group companies, includisghief financial officer of Tenaris,
finance and administration director of Tubos deraade México, S.A. (“Tamsa”), and president of bward of directors of Empresa
Distribuidora La Plata S.A., an Argentine utilitiesmpany. Mr. Condorelli is an Argentine citizen.

Adrian Lajous. Mr. Lajous has served on the Company’s board refctiors since January 12, 2006. Mr. Lajous curyesttves as the
senior energy advisor to McKinsey & Company, chainnof the Oxford Institute for Energy Studies, pdent of Petrométrica, S.C. and non-
executive director of Schlumberger, Ltd. Mr. Lajdaegan his career teaching economics at El Colbgjigléxico and in 1977 was appointed
director general for energy at Mexico’s Ministry®fiergy. Mr. Lajous joined Pemex in 1983, wherdblel a succession of key executive
positions including executive coordinator for imational trade, corporate director of planning pooate director of operations and director of
refining and marketing. From 1994 until 1999, hesed as chief executive officer of Pemex and chairraf the boards of the Pemex Group of
operating companies. Mr. Lajous is a Mexican citize

Wilson Nélio Brumer. Mr. Brumer has served on the Company’s board rafctibrs since June 4, 2008. He is chairman of dlaedoof
directors of Usiminas, a position to which he wppainted on April 29, 2008. He was Secretary ofeStd Economic Development in the State
of Minas Gerais, Brazil. He also served as ChairarahVice-Chairman of the Board of Directors of Qamhia Vale Do Rio Doce, Chairman
of the Board of Directors of BHP Billiton in Brazénd President of Acesita S.A. Throughout hisexarglr. Brumer served as member of the
Board of Directors of several Brazilian companied antities related to the steel industry. Mr. Beunis a Brazilian citizen.

Bruno Marchettini. Mr. Marchettini has served on the Company’s badrdirectors since January 12, 2006. Mr. Marchetsisenior
advisor in technological matters for the Techinb@r. Mr. Marchettini has retired from executive iioas and is presently engaged as a
consultant by Siderar. Mr. Marchettini is a dirgatd San Faustin and Tenaris. Mr. Marchettini idtatian citizen.

Daniel A. Novegil. Mr. Novegil has served as a director and chietetiee officer of the Company since 2005. Mr. Nov@gjned
Propulsora Siderurgica in 1978 and was appointets general director in 1991. In 1993, followidgetmerger of the privatized company
Somisa with Propulsora, he was appointed managdiegtdr of Siderar. In 1998, after the acquisitarSidor, Mr. Novegil was appointed
chairman and chief executive officer of Sidor. laufdh 2003, Mr. Novegil was designated executivepiesident of the Techint Flat and Lc
Steel Division, with executive responsibilities o\&derar and Sidor. He became president of Sidersiay 2005. Mr. Novegil is an Argentine
citizen.

Gianfelice Mario Rocca.Mr. Rocca has served on the Company’s board ettiirs since January 12, 2006. Mr. Rocca, a granafso
Agostino Rocca and brother of the Companghairman, Mr. Paolo Rocca, is the chairman obtheed of directors of San Faustin, a memb:
the board of directors of Tamsa and Tenaris, thsigent of the Humanitas Group, and the presidfethiedboard of directors of Techint
Compagnia Tecnica Internazionale S.p.A. and of Var&p.A. In addition, he is a member of the badrdirectors or executive committees of
several companies, including Allianz S.p.A, RCS filiani and Buzzi Unicem. He is the vice presideh€onfindustria, the leading
association of Italian industrialists. He is a memabf the Advisory Board of Allianz Group, of theilteral Commission and of the European
Advisory Board of the Harvard Business School. Riocca is an Italian citizen.

Pedro Pablo KuczynskiMr. Kuczynski has served as a member of the Caoyipdoard of directors since June 7, 2007. He Rrase
Minister of Peru in 2005-2006 and prior to thatwes the Minister of Economy and Finance from 2004 was the Republic of PesuMinister
of Energy and Mines in 1980-82. He was president
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until 2001 of a private equity firm he founded @92 after spending ten years as Chairman of Fiostd International (today Credit Suisse
New York. Since 2007, he is Senior Advisor to th@hBtyn Group, a firm specializing in emerging méskéle ran a bauxite mining compe
affiliated with Alcoa between 1977 and 1980. Hedredis career at the World Bank in 1961 and wakerl970s head of its Policy Planning
Division, Chief Economist for Latin America and @hEconomist of IFC. He was born in Peru and edutat Peru and at Oxford and
Princeton. Mr. Kuczynski is a United States ancduRian national.

Director Liability

Under Luxembourg law, a director may be liableht® Company for any damage caused by managemerg,esuch as wrongful acts
committed during the execution of the mandate g@utd them by the Company, and to the Companghiseholders and third parties in the
event that the Company, its shareholders, or fharties suffer a loss due to an infringement dfegithe Luxembourg Company Law or the
Company'’s articles of association. A shareholdey maertain circumstances have rights to damafgesluty owed by the directors is
breached.

Under Luxembourg law, related party transactionsliving directors and giving rise to personal canél of interest are subject to approval
procedures established by Luxembourg law requitiegabstention of the relevant director and afgetoeported at the next shareholders’
meeting. Any director may be removed from or reapiga to office at any time by a shareholders’ hethon passed by simple majority vote,
irrespective of the number of shares present gesgmted at the meeting.

A director will not be liable for acts committedagccordance with a resolution if, notwithstandiig fresence at the meeting at which such a
resolution was adopted, such director advised tlaedbof directors that he opposed the resolutiehcaused a record of his statement of
opposition to be included in the minutes of the timge

Causes of action against directors for damagesheanitiated by the Company upon a resolution efgshareholders passed by a simple
majority vote, irrespective of the number of shgressent or represented at the meeting. Causediofh @gainst directors who misappropriate
corporate assets (for example, by using corpoisgets for their own benefit) or commit a breaclradt (for example, by breaching their
fiduciary duties to the Company) may be broughahy shareholder for personal losses different ftiomse of the Company. In general, claims
must be brought within five years from the occuceenf an action for which liability may apply, orthe case of fraud, from the date the fraud
is discovered.

It is customary in Luxembourg that the shareholdeqzessly discharge the members of the boardre€tdirs from any liability arising out of
or in connection with the exercise of their mandalten approving the annual accounts of the Compéatiye annual shareholders’ meeting.
However, such discharge will not release the dimscfrom liability for any damage caused by wrongftts committed during the execution of
their mandate or due to an infringement of eitherltuxembourg Company Law or the Company’s artiofesssociation.

Auditors

Our articles of association require the appointnoéatt least one independent auditor chosen fromngnthe members of the Luxembourg
Institute of Independent Auditors. The primary @sgbility of the independent auditor is to audit annual accounts and to submit a repot
the accounts to shareholders at the annual gestee¢holders’ meeting. Following a recommendatiomfour Audit Committee, auditors are
appointed by the shareholders through a resolgémsed by a simple majority vote irrespective efrthmber of shares present or represented.
Shareholders can determine the number and thedfkoffice of the auditors at the general sharehmsldmeeting. Luxembourg law does not
allow directors to serve concurrently as independeditors. An auditor’'s term may not exceed orer yad they may be reappointed and
dismissed at any time.

PricewaterhouseCoopers (acting, in connection thighCompany’s annual accounts required under Lurengdaw, through
PricewaterhouseCoopers S.&r.l., and, in conneutitinthe Company’s annual and interim financiatesi@ents required under the laws of other
relevant jurisdictions, through Price Waterhous€@&. S.R.L.) are the Company’s independent auditorthe year ending December 31, 2008.
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Senior Management
The following table sets forth certain informatiooncerning our senior management:

Age at
Name December 31, 20C Position
Daniel Novegil 55 Chief Executive Officer; Directc
Roberto Philipp: 61 Chief Financial Office
Fernando Land 49 International Area Managing Direct
Julian Egurel 44 North Region Area Manag
Martin Berardi 50 South Region Area Manag
Ricardo Préspe! 45 Central Region Area Manag
Oscar Montero Martine a7 Planning and Operations General Direc
Luis Andreozzi 57 Engineering and Environment Direc!
Miguel Punte 60 Human Resources Direct
Rubén Bocaner 51 Chief Information Officel

Daniel A. Novegil. Mr. Novegil has served as a director and chietetiee officer of the Company since 2005. Mr. Nov@gjned
Propulsora Siderurgica in 1978 and was appointets general director in 1991. In 1993, followidgetmerger of the privatized company
Somisa with Propulsora, he was appointed manadirgtdr of Siderar. In 1998, after the acquisitadrSidor, Mr. Novegil was appointed
chairman and chief executive officer of Sidor. liaufdh 2003, Mr. Novegil was designated executivepiesident of the Techint Flat and Lc
Steel Division, with executive responsibilities o\&derar and Sidor. He became president of Sidersiay 2005. To date, Mr. Novegil has 29
years of experience in the Techint Group. He is\aentine citizen

Roberto Philipps.Mr. Philipps currently serves as our Chief Finah€fficer. He joined Siderar in 1988 and has hib&lposition of
chief financial officer of Siderar and chief finaalcofficer of Amazonia. He oversaw the restruatgrdf Sidor’s debt in 2000 and 2003 and of
Siderar’s debt in 2002. From 2003 until August 208 was the chief executive officer of TGN. Heuaised his current position at the
Company in September 2005. He is also past presidéne Argentine Financial Executives Institut&EF). Mr. Philipps is an Argentine
citizen.

Fernando Landa. Mr. Landa currently serves as our InternationaakManagingDirector. He joined Siderar in 1982raarmalyst in the
planning department. Since then he has held sepesitions in the planning and commercial departm@émm 1997 until 2000 he served as
Commercial Director of Sidor. Mr. Landa is an Argjaa citizen.

Martin Berardi. Mr. Berardi currently serves as our South RegioeadManager. He began his career with the TechiowGin 1980 as
trainee in Propulsora Siderargica. He has heldraépesitions within the Techint Group includingfmopulsora Siderurgica, Siat S.A.l.C. and
Siderca. He served as managing director of Si@2Z11995), managing director of Tamsa (1995-200@sident and chief executive officer of
Sidor (2000-2004) and became managing directoid#r&r in October 2004, a position which he heltl iie assumed his present position at
the Company. He was president of thastituto Venezolano de Siderurdidetween 2002 and 2004 and he has also been vwésdpnt of “
Centro de Industriales Siderurgicos de Argenfirsgnce 2004. Mr. Berardi is an Argentine citizen.

Julian Eguren. Mr. Eguren currently serves as our NorthRegionaAvkanager. Since January 2008, he has been tHeesleieutive
officer of Ternium Mexico. Prior to that he servasichief executive officer of Sidor. He has heldesal other executive positions since joining
the Techint Group in 1987, such as commercial threaf Sidor, chief executive officer of Tavsa, gesl manager of Socominter (Venezuela),
economic planning manager and treasurer of Tand@@mmercial planning manager of Siderca. He is disector of IVES (Venezuelan St
Institute), ILAFA (Latin-American Institute of lroand Steel) and Matesi, and president of CAVEAR@n&zuelan Argentinean Chamber).
Mr. Eguren is an Argentine citizen.

Ricardo Présperi. Mr. Présperi currently serves as our Central Bedirea Manager. Since February 2007, he has Ineechief
executive officer of Sidor. He has held severakotixecutive positions since joining the Techinb@rin 1985, such as Commercial Director
of Siderar, Exports Manager of Sidor and Sales Iganaf
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Siderar. He is also Director @fentro de Industriales Siderurgicos de ArgentimdCIS”, IVES (Venezuelan Steel Institute) and IEA (Latin-
American Institute of Iron and Steel). Mr. Prospsran Argentine citizen.

Oscar Montero Martinez.Mr. Montero currently serves as our Planning apei@tions General Director. He began his caredr tii
Techint Group in 1984 as a commercial analyst defir. Since then, he has held several positiotisnwgiderar in the planning, commercial
and procurement areas. In 1998 he assumed théopasitstrategic planning director in Sidor. SirR@05, he serves as planning and operations
general director of the Company. Mr. Montero isfagentine citizen.

Luis Andreozzi. Mr. Andreozzi currently serves as our Engineednd Environment Director. He began his career thiéhTechint
Group in 1968 as a trainee in Siderca. He hasdidral positions within other Techint Group comeaiincluding Techint Engineering
Company, or TEING, Siderar and Sidor. Most recetity/served as construction manager of TEING (18882), construction manager of
Siderar (1992-1998), engineering and environmenéeg®d manager of Sidor (1998-2004) and technologgager of the Techint Flat and Long
Steel Division, a position he held until he assumisdoresent position at the Company. Mr. Andre@zain Italian citizen.

Miguel Punte. Mr. Punte currently serves as our Human Resowaestor. In 1970, Mr. Punte joined Siderar, wheeesheld several
positions within Human Resources Department. 4188 joined Finma S.A., or Finma, an affiliatetlod Techint Group that provides human
resources services to Techint Group companiesimib&, Mr. Punte served first as human resourcesagearand later as human resources
director until 2005, when he was appointed humapugces director of Siderar, a position that he hatil he assumed his present position at
the Company. Mr. Punte is an Argentine citizen.

Rubén Bocanera.Mr. Bocanera currently serves as our Chief InfaromeOfficer. He joined the Techint Group in 1983aajunior
analyst for Siderca. Since then he has held sepesdtions in different Techint Group companies]uning project manager and automation
and control manager of Siderca and Sidor and dhfiefmation officer of Siderar. Since 2002, he bagn responsible for the information
technology unit of the Techint Flat Steel Divisidfr. Bocanera is an Argentine citizen.

B. Compensation

The compensation of the Company’s directors is @gm annually at the ordinary general shareholdeegting. Each member of the board of
directors received as compensation for such pos#titee of USD70 thousand. The chairman of thetaodimittee received an additional fee
of USD60 thousand while the other members of thlitaemmittee received an additional fee of USDad@usand.

The aggregate compensation earned by directorsxaalitive officers during 2007 amounted to apprexety USD9,984 thousand.

On January 1, 2007, Ternium adopted an employeatieh and long term incentive program. Pursuathigprogram, certain senior
executives may be granted a number of units, wighvialue of such units being determined basedaCttmpany’s equity value (excluding
minority interest). Each unit entitles the holdeereof to receive cash amounts equal to the anwudividends paid from time to time to the
Company’s shareholders. Units vest over a four-peaiod and we will redeem vested units on thehtenhiversary of the grant date, or when
the employee ceases employment if that should treespprovided, however, that we are required parehase the units at full value
(regardless of vesting) within ten business daybefdeath or permanent disability of the relevmanteficiary. Compensation under this
program is not expected to exceed 35% of the sotatial compensation of the beneficiaries. As ofdbdwer 31, 2007, the outstanding liability
corresponding to the program amounts to USD1.9anill

C. Board Practices
See “—Directors and Senior Management”.
There are no service contracts between any diraciiTernium that provide for benefits upon terrioraof employment.
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Audit Committee

On June 4, 2008, our board of directors re-appdibtiealdo Aguirre (chairman), Adridn Lajous and RelBlablo Kuczynski, as members of its
audit committee. All three members of the audit odttee are independent directors. The memberseodtialit committee are not eligible to
participate in any incentive compensation planeimployees of the Company or any of its subsidiaries

Under our articles of association and the auditroittee charter, the audit committee is requiredpagnother things, to report to the board of
directors on its activity and the adequacy of tlen@any’s systems of internal control over financgdorting. In addition, the charter of the
audit committee sets forth, among other thingsatigit committee’s purpose and responsibilitie®e @ibdit committee assists the board of
directors in its oversight responsibilities witlspect to the integrity of the Company’s financiatements and is responsible for making
recommendations regarding the appointment, distissapensation, retention and oversight of, arsgss the independence of the
Company’s independent auditors (see Item 16.Cdditianal information about the audit committeetsgedures with respect to our
independent auditors). The audit committee alséop@s other duties entrusted to it by the Compabyard of directors.

In addition, the audit committee is required by @@mpany’s articles of association to review “M&kTransactions,” as such term is defined
by the Company’s articles of association, to bemrsat into by the Company or its subsidiaries wRelated Parties,” as such term is defined by
the Company’s articles of association (other tliandactions reviewed and approved by the indepemadembers of the board of directors of
the Company or through any other procedures tleabdard of directors may deem substantially eqaivao the foregoing) , in order to
determine whether their terms are consistent wilnket conditions or are otherwise fair to the Comypand/or its subsidiaries. In the case of
Material Transactions entered into by the Compansyissidiaries with Related Parties, the Companytitaommittee will review those
transactions entered into by those subsidiariese/hoards of directors do not have independent raembr that have not been reviewed and
approved by such independent directors or thromgtosher procedures that the board of directoth@fCompany may deem substantially
equivalent to the foregoing.

Under the Company'’s articles of association, aplempented by the audit committee’s charter:

. a Material Transaction is (i) any transaction wathinvolving a Related Party (x) with an individuedlue equal to or greater th
ten million U.S. dollars or (y) with an individuahlue lower than ten million U.S. dollars, when #ggregate sum of any series of
transactions reflected in the financial statemehtde four fiscal quarters of the Company precgdire date of determination
(excluding any transactions that were reviewedapptoved by any of the audit committee of the Campar any of its
subsidiaries, the board of directors of the Comp#my independent members of the board of directocther governing body of
any subsidiary of the Company, or a majority of tiembers of the board of directors or similar goirey body of any subsidiary
the Company that were not nominated by or at thaest of the Company or any entity that directlynalirectly controls or is und
common control with the Company) exceeds 1.5% efGbmpany’s consolidated net sales made in thalfigar preceding the
year on which the determination is made; or (iiy aarporate reorganization transaction (includimgexger, spi-off or bulk
transfer of a business) involving the Company or @fnits direct or indirect subsidiaries for thenkét of or involving a Related
Party; anc

. a Related Party is, in relation to the Companytdirect or indirect subsidiaries, any of theduling persons: (i) a member of the
board of directors of the Company or of the bodrdikectors or other governing body of any of thengpanys subsidiaries; (ii) an
member of the board of directors or other govertiady of an entity that directly or indirectly cools the Company; (iii) any enti
that directly or indirectly controls or is undememon control with the Company (other than the Comyfsasubsidiaries); (iv) any
entity controlled directly or indirectly by any méer of the board of directors of the Company, athefboard of directors or other
governing body of any subsidiary of the Company &) any spouses, parents, siblings or relatiye®uhe third degree of, and
any person that shares a home with, any persorredf® in (i) or (ii).
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The audit committee has the power (to the maximxtang permitted by applicable laws) to request thatCompany or relevant Subsidiary
provide any information necessary for it to reviamy Material Transaction. A Related Party transacsihall not be entered into unless (i) the
circumstances underlying the proposed transactistify that it be entered into before it can beewed by the Company’s audit committee or
approved by the board of directors and (ii) thealRed Party agrees to unwind the transaction ifXbmpany’s audit committee or board of
directors does not approve it.

The audit committee has the authority to condugtiavestigation appropriate to fulfilling its regmgibilities, and has direct access to the
Company’s internal and external auditors as welfe®ium’s management and employees and, subjegigiicable laws, its subsidiaries.

D. Employees
The following table shows the number of personsleygul by Ternium and its consolidated subsidiaries:

At
December 31

2007
Argentina 5,24:
Venezuele 5,53
Mexico 9,57(
Other 3,29¢
Total employee: 23,64

(1) It does not include 3,894 outsourced employeese¥pect that during 2008 some outsourced personiiddenvincorporated in Terniur
as direct employee

At December 31, 2007, number of persons employetdmgium was 23,645. During 2007, previously outsed personnel became direct
employees of Ternium, while the aggregate numbengfloyees increased compared to 2006.

Argentina

Most of Siderar's employees are members of the wtige steel industry employee union (tbeién Obrera Metallrgica de la Republica
Argentina, or UOM.) Employees are covered by a collectiveeament that includes all workers in Argentinaha steel and metalmechanic
industry. The employees are also covered by cectaimplementary collective agreements signed bet@éderar and the UOM that define
specific issues related to any plant in particolaBiderar as a whole, such as working structwedayy levels related to performance,
productivity, production quantity and quality aftresults of Siderar. These agreements are subjpetiodic modification according to
changing circumstances and are updated in rel&diocompetitiveness, quality, security and efficiggoals.

As part of the privatization process in 1992, 20P&iderar’s shares were sold to former employeesaie-owned Somisa under the Programa
de Propiedad Participada (the “Employee Stock OshiprPlan”). For further information see Item frmation on the Company—cC.
Organizational Structure—Subsidiaries—Siderar”.

Many foremen of Siderar are affiliated with theociacion de Supervisores de Industria Metalmazade la Republica Argentina
(“ASIMRA"), the union of supervisors of differenttvities in the metal manufacturing industry. ASRA-affiliated employees are subject to
an agreement signed with Siderar that establisfgpdations relating to salaries, working organ@atiabsences, vacations, benefits and labor
relations. We believe that Siderar maintains gasations with its unions, and the measures thasttaken in order to make Siderar more
competitive have not resulted in significant labarest.

Basic salaries remained stable during the 1989-p@@ibd when Argentina had its Convertibility Latthe peso devaluation produced a
significant reduction in salary values in U.S. dolierms. Since then, salaries in nominal terme Iséowly increased, mainly due to a
revaluation of the peso against the U.S. dollariantkases in salaries resulting from private agexgs and government regulation.
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After a two-month negotiation period, on June H)&the UOM and the steel industry employer orgation (theCentro de Industriales
Siderdrgicos reached agreement on compensation for the p&poiti 1, 2008-March 31, 2009, and the union agreed standstill during the
term of the agreement.

Under Argentine law, Siderar is required to conttébup to 23% of its employees’ base salaries timws national and privately-run health,
pension and retirement plans. Siderar must aldohwitl an additional percentage from salaries fatrdoution to such funds. The amount to be
withheld for the pension fund has varied accordmgmergency measures imposed by the governmenp®with the Argentine crisis of
2002. As of December 2004, the withholding percgataas 13% for those employees affiliated withghieately-run pension funds and 17%
for those affiliated with the public plan. Durin@@7, the latter percentage increased to 17%. Runtbre, as of 2003, there was a maximum of
ARP4,800 over which Siderar must contribute andhldtd the percentage for the pension fund. Fromytear on, this maximum was
progressively increased for the employer’s contidns for the middle and superior personnel untitds completely eliminated in 2005.

Under Argentine law, in order to terminate an ergpwithout cause, Siderar must indemnify the eyggdoased on the employee monthly
salary per each year of employment. As of March2B08, the maximum monthly salary for the UOM uiized employees (as agreed with the
union) was ARP4,422.97 while for the ASIMRA uniomizemployees was ARP10,503.0. However, for theurdonized employees the
maximum compensation prescribed by law is highénariable. In January 2002, the Argentine govemtnastablished an emergency regime
under which employees that were terminated witlsause were entitled to an extra 50% over the kgatjuired indemnification amount;
however, the emergency regime was terminated iteSdper 2007 by Executive Decree 1224/2007. In axtdib its legal obligations, in 1995
Siderar established a benefit program for its sem@nagement that is applied in certain cases pf@ment termination.

Venezuela

In Venezuela, approximately two-thirds of Sidorsp@oyees are organized in tBendicato Unico de Trabajadores de la Industriae®idgica

y sus Similares del Estado Boliv(Sole Union of Steel and Related Industry WorkdrBaivar State or “SUTISS"). Sidor has from tine t

time suffered labor disruptions. Social conflictsMenezuela and in particular conflicts with SUTIESe affected Sidor’s results during recent
years. The main lab-related incidents were the Civic National Strikéiated in December 2002 that lasted 63 days badheavily impacted
natural gas provision due to the stoppage by PD\éW;the general strikes initiated by SUTISS lasfih days in October 2003 and 20 day
2004. During 2005, there were no important labsrugitions. In 2006, a claim related to the inteigdien of the modifications of the regulation
of the labor law was interposed, resulting in &g#l strike that heavily impacted the Sidor’'s @pen due to the 9 days full stoppage.

In October 2004, a collective bargaining agreemeat reached with the union which terminated in Eakyr 2007. During 2007 and early 2C
Sidor engaged in talks with SUTISS for the renegimn and renewal of the collective bargaining agrent. During the first quarter of 2008,
SUTISS called out the workers on a series of staty@ces, thereby affecting Sidor’s production aitigés. In April 2008, during the ongoing
negotiations relating to the renewal of the prioltective bargaining agreement, the Venezuelan goaent announced its intention to
nationalize Sidor, and in May 12, 2008, a colleetbargaining agreement was entered into betweedS8Jdnd Venezuela's Minister of Basic
Industries and Mining, claiming to act on behalfSadior.

Sidor established a labor participation prograrRigrama de Participacion Labordlor “PPL") in 1997, under which current and retire
workers of Sidor were entitled to receive 20% & 8idor’s shares. From May 2004 to date, BANDES @& transferred 6,335,648 Class
“B” shares, representing 19.9% of Sidor’s shardtahfo employees and eligible former employeespant to the terms of the PPL. The
remaining 29,694 shares are also expected to bsf¢raed to the PPL.
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Under Venezuelan law, Ternium employees who atedéfiare entitled to the following benefits:
. indemnification for seniority of up to 150 d¢ salary;

. severance pay for seniority that ranges from twivioday¢ salary for every month of seniority accumulate@rfiune 1997, up !
a maximum amount equivalent to 90 ¢’ salary;

. payment of unused vacation days during the yeaepliag the employ¢s termination and a proportional allocation in ylear in
which the employee is terminated; ¢

. compensation/profit sharing equivalent to four nishsalary (this benefit is also accrued annualhytifie services provided). In
some specified situations, like death, accidentkwelated disease or retirement under the pergimof the company, employees
who had been covered by the collective bargaingrgement with SUTISS are entitled to additionakeimaification equal to
indemnification for seniority of up to 150 dayslag, whereas employees not covered by the colediargaining agreement are
entitled to additional indemnification ranging frdd% to 100% of the amount of such additional indiication.

Mexico

In Mexico, approximately 65% of Ternium employees anionized, and the rest are not. The majoritiysofinionized workers (65%) in
Mexico are members of FENASA Federacion Nacional de Asociaciones Sindicales wantas’), the national federation of autonomous
union associations while 30% of the unionized woskare members of FNSI Federacion Nacional de Sindicatos Independietfitethe
national federation of independent ujnions. Thenizied employees of Pefia Colorada, however, arebeenofSindicato de Trabajadores
Mineros, Metalurgicos y Similares de la Republicexi¢ana. The applicable collective bargaining agreemergsagotiated every two years
and salary adjustments are made on an annual Besipite some minor social and union problems, iiers subsidiaries maintain good
relations with its labor force in Mexico and haseeexperienced a strike or work stoppage.

Under Mexican law, Ternium’s Mexican subsidiaries gequired to pay their employees an annual beokéipproximately 10% of pre-tax
income, calculated using a methodology similah®methodology used for the calculation of the imedax.

E. Share Ownership

To our knowledge, the total number of the Compasiares (in the form of ordinary shares or ADSsh@uvby our directors and executive
officers as of April 30, 2008, was 405,160, whiepresents 0.02% of our outstanding shares. Thawwiy table provides information
regarding share ownership by our officers and ttirsc

Director or Officer Number of Shares Hel(
Adrian Lajous 74,06(
Daniel Novegil 243,00(
Roberto Philipp: 82,60(
Fernando Land 4,00(
Ricardo Préspe 1,50(
Total 405,16(
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ltem 7. Major Shareholders and Related Party Transaction:
A. Major Shareholders

The following table shows the beneficial ownerstiipur shares, as of April 30, 2008, by (1) ounpipal shareholders (persons or entities that
own beneficially 5% or more of the Company’s shpré® our directors and executive officers as@ugrand (3) non-affiliated public
shareholders.

Identity of Person or Group Number Perceni

Il ClI @ 1,184,069,23 59.0€%
Tenaris(2) 229,713,199 11.4€%
Usiminas(®) 285,731,72 14.2%%
Directors and executive officers as a gr 405,16( 0.02%
Public 304,824,13 15.21%
(1) LLL Clis controlled by San Faustin. Rocca & tAars controls a significant portion of the votjpgwer of San Faustin and has the ab

to influence matters affecting, or submitted taotevof, the shareholders of San Fau:
(2) Tenaris is controlled by L.1.I. Cl, which is conlfierd by San Faustin. Rocca & Partners controlgaifitant portion of the voting power

San Faustin and has the ability to influence matiffiecting, or submitted to a vote of, the shaledrs of San Faustil
(3) Usiminas holds its shares through a wk-owned subsidiary

As of May 30, 2008, 29,313,847 ADSs (representi®g, 238,470 shares of common stock, or 14.62% afudfitanding shares of common
stock of the Company) were registered in the naii®0 holders resident in the United States.

The voting rights of our principal shareholdersndd differ from the voting rights of other sharetheis. None of our directors or officers is a
legal or beneficial owner of any of our shares. &k not aware of any arrangement which may atka titte result in a change of control of
Company.

B. Related Party Transactions

Ternium is a party to several related party tratisas as described below. Material related paagpgactions are subject to the reviewof the
audit committee of the Company’s board of directord the requirements of Luxembourg law. For furthetail on theapproval process for
related party transactions, see Item 6.C. “Dirext8enior Management and Employees —Board Praciicdis Committee.”

Amazonia (Sidor’s controlling shareholder), Hylsanaed Grupo Imsa became subsidiaries of the Comparsebruary 15, 2005, August 22,
2005 and July 26, 2007, respectively, and constitidaf their results began on those dates. Acogigli transactions between Sidor, Hylsal
or Grupo Imsa for the year 2005 or 2007, as applécavith related parties are only shown as relgi@dy transactions for the Company to the
extent attributable to periods beginning on orratte respective consolidation dates.

Purchases of Raw Materials

In the ordinary course of business, Ternium buysmeaterials and other production inputs from thiessdiaries of Tenaris. These purchase:
made on similar terms and conditions to those @geb made by the Ternium companies from unrelhtetiiarties. These transactions
include:

. purchase of ferrous scrap and other raw matertatiwamounted to USD22.7 million in 2007, USD19.@ion in 2006 and
USD9.7 million in 2005 (during the period beginnioig January 1, 2005 and ending on February 14, #@98&dditional purchases
amounted to USDO0.1 millior
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purchase of steam and operational services fromtentine electric power generating facility offigeis for Siderar in Sa
Nicolas. These purchases amounted to USD8.1 miti&®d07, USD6.4 million in 2006 and USD2.6 million2005. In addition
Siderar recorded an income of USD6.1 million in 2@ie to a penalty charge paid by Siderca, a sialpgidf Tenaris, for the
failure to deliver contractual volumes of steam.oAshe date of this annual report, we are renagjog the prices to be paid
pursuant to the contract for steam purchased dtin@geriod from 2004 to the present, following thesification” of the contract
to Argentine pesos at a one-to-one U.S. dollarrgeAtine peso exchange rate in 2001. This contemetgotiation could result in a
liability to Siderca for the period from 2004 tceetpresent and higher future prices, the impacthothvis not expected to be
significant.

Sales of Steel Products and Raw Materials
In the ordinary course of business, Ternium sédissteel products, steel bars and raw materialsgsubsidiaries of Tenaris. These transac

include:

Sales of flat steel products to be used in theyetion of welded pipes and accessories, which ateduwo USD71.3 million it
2007, USD35.9 million in 2006 and USD29.2 million2005.

Sales of steel bars to be used in the seamles®pgration of the subsidiaries of Tenaris in Vemdauwhich amounted to USDA4E
million in 2007, USD30.5 million in 2006 and USD8Imillion in 2005 (during the period beginning andary 1, 2005 and ending
on February 14, 2005 the complementary sales araduatUSD4.9 million)

Sales of pig iron, DRI, scrap and other raw malket@be used in the production of seamless pipk&h amounted to USD11
million in 2007, USD23.7 million in 2006 and USDZTImillion in 2005.

In certain circumstances, Ternium sells steel petxito other companies in the Techint Group. Tisades amounted to USDO0.4 million in
2007, USDO0.6 million in 2006 and USDO0.2 million2005.

All these sales are made on similar terms and tiondito those sales made by Ternium to unreldtied parties.

Transactions involving Matesi

Sidor established Matesi jointly with a subsidiafyl enaris to operate an HBI production facilithienezuela. Sidor holds 49.8% of Matesi
and the subsidiary of Tenaris holds 50.2%. Transagiassociated with this operation include:

purchases of HBI (Hot Briquette Iron) by Sidor puast to an off-take agreement, which amounted tB4£4 million in 2007,
USD77.3 million in 2006 and USD79.0 million in 20Q&uring the period beginning on January 1, 200bemding on February 14,
2005 the additional purchases amounted to USD8libn)i The agreement establishes that Matesigsired to sell to Sidor, on a
take-or-pay basis, 29.9% of Mat’s HBI production, or up to 49.8% at the electiorsafor.

Sidor entered into a Management Assistance AgreewitimMatesi. As part of this agreement, Matesdgaes to Sidor amounting
USDO.7 million in 2007, USD1.1 million in 2006 aktsD1.2 million in 2005, related to the provisionménagerial services
(during the period beginning on January 1, 2005emding on February 14, 2005 the complementarydeesunted to USDO.1
million). Additionally, Sidor purchased goods amihsces on behalf of Matesi for an amount of USDA&illion in 2005 (during
period beginning on January 1, 2005 and endingedmirry 14, 2005 the complementary transactionsiated to USD1.1
million).

as part of the investment agreement to financadeisition of Mate’s assets and its st-up, in July 2004 Sidor granted a loar
Matesi for an outstanding amount at December 3Q726f USD26.4 million. This loan bears intereshatte of LIBOR plus 2%.
Interest earned on this loan amounted to USI
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million in 2007, USD3.6 million in 2006 and USD2xllion in 2005 (during the period beginning on dary 1, 2005 and ending
February 14, 2005 the additional interest amoutdddSDO0.4 million). In May 2007, the board of ditexs of Matesi approved the
partial capitalization of the loa

. Hylsa earned royalties and technical assistanceifieiespect of licensed technology to Matesi. €hreyalties and fees amountec
USDO0.5 million in 2007, USD1.6 million in 2006 akt$D1.6 million in 2005

. during 2006, Sidor entered into a Service Agreeméiiit Matesi under which Sidor recycles-products form Mate’s operation:
into raw materials. Sidor provided services to Mafer an amount of USDO0.9 million in 2007 and USBillion in 2006.

. during 2007, Sidor entered into a Service Agreeméitiit Matesi under which Matesi recycles pelletsrirSidor into HBI. Sido
paid USD2.4 in 2007 under this agreem:

Purchase Agency Services

Until September 2006, Ternium had in place agre¢sngursuant to which Exiros acted as its purchgsataln October 2006, Ternium
acquired 50% of Exiros from Tenaris. As a resulthaft transaction, each of Ternium and Tenaris BORb of Exiros, and Exiros continues
acting as purchase agent for its shareholderstaidgubsidiaries. This acquisition amounted to @SDmillion. Ternium paid fees amounting
to USD19.2 million in 2007, USD11.5 million in 20@®&d USD4.8 million in 2005.

Supply of Natural Gas

Siderar’s supplies of natural gas for operatiomsaaranged with Tecpetrol, TGN, Litoral Gas andrgpeConsulting Services. Tecpetrol is a
Techint group company engaged in oil and gas eaptor and production and has rights to variouswod gas fields in Argentina and elsewt
in Latin America. TGN operates two major pipelime#\rgentina connecting the major gas basins ofduén and Noroeste-Bolivia to the
major consumption centers in Argentina. Litoral Gaa company that distributes gas in the Provofc@anta Fé and in the northeastern se«
of the Province of Buenos Aires. Energy Consul@ggvices is a company engaged in energy and marsgewonsulting, representing one of
the major and most reliable natural gas tradefggentina. The Techint group holds significant hah-controlling interests in TGN, Litoral
Gas and Energy Consulting Services.

In March 2003, Siderar entered into an agreemettt Wecpetrol under which Siderar paid USD17.3 wrillfor the purchase of a total

725 million cubic meters of natural gas to be dadd to Siderar's facilities over a period of fixgars. This financial advanced payment was
finished during 2007, and according to contractpBtrol decided the finalization of the agreem8&iderar continued with spot purchases of
gas to Tecpetrol. In all the cases, the pricegquévalent or more competitive than those chargeRdpsol YPF (Siderar’s principal gas
supplier) to Siderar. Tecpetrol’s sales to Ternamounted to USD7.1 million in 2007, USD8.9 million2006 and USD7.4 million in 2005.

TGN charges Siderar a price to transport its nhggiaa supplies that is equivalent on a comparadwéskio prices paid by other industrial users.
The Argentine government regulates the generaldreonk under which TGN operates and prices its sesriTGN'’s sales to Ternium
amounted to USD10.7 million in 2007, USD4.0 millimn2006 and USD2.4 million in 2005.

Litoral Gas’ and Energy Consulting Services prov&iéerar with natural gas. Litoral Gas’ sales torilign totaled USDO0.6 million in 2007,
USDO.7 million in 2006 and USDO0.9 million in 2008hile Energy Consulting Services’ sales amounted$®0.9 million in 2007, USD1.4
million in 2006 and USD1.5 million in 2005.
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Provision of Engineering and Labor Services

Ternium contracts with certain Techint group comes®ngineering, construction, specialized labar supervision services for civil and
electromechanical works and non-specialist marakair services, such as cleaning, general mainteremt handling of by-products. These
services can usually be provided by other Techiotig companies at more competitive prices tharerhium performed them and are
contracted out at market rates. Fees accrued dgsethervices amounted to USD138.3 million in 2Q0581135.9 million in 2006 and USD63.8
million in 2005 (during the period beginning on dary 1, 2005 and ending on February 14, 2005 Sidmt additional fees amounting USDO0.4
million).

Sales and Purchases of Other Products and Services
Ternium entered into other transactions with Techioup companies, the most important ones inctydin

. payment of commissions to Techintrade Corp. owmingammercial agency services, which amounted to 108Dmillion in 2005.
On May 17, 2005 this contract was transferredfidlawned subsidiary of Terniun

. purchase of plant equipment and spare parts toiffieCbompagnia Tecnica Internazionale and othetedlaompanies, which
amounted to USD17.1 million in 2007, USD19.8 millim 2006 and USD9.5 million in 2005 (during theipd beginning on
January 1, 2005 and ending on February 14, 2004 &iHlitional purchases amounted to USD8.2 milli

. purchases of steel products from Tenaris’s subsgdiawhich amounted to USDO0.3 million in 2007, US®million in 2006 and
USD2.4 million in 2005

. beginning in July 2006, Ternium entered into anmgaltracts with Information Systems & Technologeesubsidiary of Tenaris, 1
the provision of technology and information sersiéer the years 2006 and 2007. Fees paid undecahisact amounted to USDz
million in 2007 and USD1.6 million in 200

Financial Operations and Administrative Services

In order to finance the acquisition of Hylsamexyniem entered into Subordinated Convertible Loaith velated parties. Interest paid
amounted to USD1.8 million in 2006 and USD9.7 raillin 2005. For a description of these loans, t&a b. ‘Operating and Financial Revie
and Prospects—B. Liquidity and Capital ResourcesreRral Sources of Funding—Financial Liabilities.”

Finma S.A., a company owned by various Techint groampanies, provides administrative and legal stgervices to Techint group
companies, including Siderar and Sidor. In Aug@& Finma was reorganized and Siderar acquire2B33 of its share capital. Fees accrued
under this agreement amounted to USD6.5 millioad@7, USD4.0 million in 2006 and USD3.5 million2005(during the period beginning
January 1, 2005 and ending on February 14, 2004 paid additional fees amounting USDO.1 million).

Other Transactions

During 2007, Ternium acquired office space in BugAges from Santa Maria S.A.l.F., a subsidiarpah Faustin, for an amount of USD3.8
million and sold office space in Buenos Aires toaigs for an amount of USD2.6 million.

During 2007, Ternium sold welded steel pipes toafmmas part of an order to a Tenaris customearicamount of USD1.6 million.

In the ordinary course of business, from time teeti Ternium carries out other transactions and émie other arrangements with Techint
group companies, none of which are believed to aeerial.

C. Interest of Experts and Counsel
Not applicable
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Item 8. Financial Information
A. Consolidated Statements and Other Financial Infanation
See Item 18 and pages F-1 through F-50 for outedidbnsolidated financial statements.

Legal Proceedings

Ternium is involved in litigation arising from tirme time in the ordinary course of business. Basethanagemerg’assessment and the ad\
of legal counsel, it is not anticipated that théméte resolution of existing litigation will regih amounts in excess of recorded provisions that
would be material to Ternium’s consolidated finahgiosition or results of operations.

Arbitration proceedings against PDVSA Gas, (

In June 2004, the arbitration proceedings brougt&ibdor against PDVSA Gas, C.A. (on the basis H2¥SA Gas had charged Sidor higher
than agreed-upon prices in its supplies of gasag#ie application of the most favored client slguwvere resolved in Sidor’s favor.
Accordingly, in its financial statements at Decem®g, 2004, Sidor reversed the USD41.4 million jsimn it had recorded at December 31,
2003. In July 2004, PDVSA Gas, C.A. filed an appeith the Venezuelan courts seeking to void anteabaward. Sidor believes that
applicable Venezuelan law does not allow the cdorigid this arbitral award under the circumstanaed that the likelihood of loss thereur
is remote. Accordingly, Sidor did not record argbilities in connection with the appeal. At Decem®Bg, 2007, Sidor’s potential exposure
under this litigation amounted to USD160.7 million.

Tax matters relating to Sidor

Sidor recorded a provision for a total amount oDJS3 million in connection with tax matters arisiftigm compensations of tax credits made
by the Company since the implementation of the V.Aaw in June 1999. The SENIAT, the Venezuelana@ad customs authority, is claiming
the interest accrued on the application of thogestadits as payment on account of tax obligations.

In late May 2008, the Venezuelan tax authoritié$ated a tax assessment against Sidor involviegrime taxes for fiscal years 2003, 2004,
2005, 2006 and 2007 resulting in allegedly omigtagiments in an aggregate principal amount of VEBA.@ million (or USD669.1 million).

For further information, please see Item 4. “Infation on the Company—A. History and Developmerthef Company-Sidor Nationalizatio
Process.”

Labor lawsuits brought against Sid

Sidor has become aware of various labor lawsu@sntly brought by groups of Sidor employees, clagnivage differentials for an aggregate
amount in excess of USD100 million.

Tax matters relating to Siderar

The Argentine tax authority, thedministracion Federal de Ingresos Publidtise “AFIP™), has challenged the income tax treathw certain
disbursements that Siderar has treated as expeasessary to maintain industrial installations,ahias such should be deducted in the year in
which they take place. The AFIP considered thetrmeat given by Siderar to these expenses to berextoand that they should be treated as
investments or improvements that must be capithlael, therefore, the AFIP made a reassessmemtaiie tax due on a nominal tax basis
plus fines and interest in fiscal years 1995 to9l8&ounting to approximately USD21.7 million.

Siderar appealed these assessments before thetiheg€ax Court. On April 13, 2005, Siderar was fieti of a ruling issued by the Argentine
Tax Court reducing the assessments made by the f&@Ff3cal years 1995 and 1996 by USD14.1 milleerd instructing that the taxes be
recalculated in accordance with this ruling. Sideegorded a provision amounting to USD4.8 millasof December 31, 2007, as managet
of the Company considers there is a probable autfibbenefits. The ruling issued by the Argentirex Tourt regarding fiscal years 1995 and
1996 has been appealed by both AFIP and SideraSibterar is required to pay the amounts (capitdliaterest) due to the AFIP pursuant to
this ruling even if, at that time, Siderar’'s appeas$ not been resolved. The Argentine Tax Countegul the recalculation amounts and in
December 2006 Siderar paid USDO.1 million. AFIP sialssequently appealed the Argentine Tax Courgsaal of the amount.
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Dividend Policy

We do not have, and have no current plans to ésttalal formal dividend policy governing the amoant payment of dividends or other
distributions. The amount and payment of dividewdsbe determined by a simple majority vote atemgral shareholders’ meeting, typically,
but not necessarily, based on the recommendationrdfoard of directors. All shares of our capétaick rankpari passuwith respect to the
payment of dividends.

On June 4, 2008, the Compasyghareholders approved a dividend of USDO0.05 lpenes(USDO0.50 per ADS), or an aggregate of appratein
USD100.2 million. The Company paid the dividendJome 12, 2008.

On June 6, 2007, the Compasighareholders approved a dividend of USDO.05 lpees(USDO0.50 per ADS), or an aggregate of appratéiy
USD100.2 million. The Company paid the dividendJome 12, 2007. This was the first dividend distiiloumade by the Company since its
formation.

We conduct all of our operations through subsid®&end, accordingly, our main source of cash todpagiends is the dividends received from
our subsidiaries. See Item 3. “Key Information—DskRFactors—Risks Relating to the Structure of@wenpany—As a holding company, our
ability to pay dividends and obtain financing degeion the results of operations and financial doydiof our subsidiaries and could be
restricted by legal, contractual or other limitad’ These dividend payments will likely dependoam subsidiaries’ results of operations,
financial condition, cash and capital requiremefutsjre growth prospects and other factors deerakedant by their respective boards of
directors, as well as on any applicable legal ietgins. See Item 3. “Key Information—D. “Risk Fats—Risks Relating to the Countries in
Which We Operate—Argentina” and—Venezuela” and I@n“Additional Information—B. Memorandum and Adltés of Association—
Dividends” for a discussion of the current Argeetand Venezuelan restrictions on the payment ofleinds.

Pursuant to our articles of association, the bo&directors has the power to distribute interimidiénds in accordance with applicable
Luxembourg law, but dividend payments must be apgtdy our shareholders at the annual general nggestiibject to the approval of our
annual accounts. Dividends may be lawfully declared paid if our net profits and distributable ress are sufficient under Luxembourg law.

Under Luxembourg law, at least 5% of our net psafier year must be allocated to the creation efjallreserve until such reserve has reached
an amount equal to 10% of our issued share caffitak legal reserve later falls below the 10%e#trold, at least 5% of net profits again must
be allocated toward the reserve. The legal ressmet available for distribution.

B. Significant Changes

Except as otherwise disclosed in this annual refleete has been no undisclosed significant chaimge the date of the annual financial
statements.

ltem 9. The Offer and Listing

A. Offer and Listing Details

The Company’s ADSs are listed on the NYSE undestmebol “TX.” Trading on the NYSE began on February 1, 2006.fAdarch 30, 2008
a total of 2,004,743,442 shares were registerdlaerfCompany’s shareholder register.

As of May 31, 2008, a total of 305,229,290 sharesewegistered in the name of the depositary ®®iGbmpany’s ADR program. On June 20,
2008, the closing sales price for the Company’s A the NYSE was USD40.90.
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New York Stock Exchan

As of May 31, 2008, a total of 30,522,929 ADSs wegistered of record. Each ADS represents 10 sladrthe Compang’ stock. The Bank «
New York acts as the Compé's depositary for issuing ADRs evidencing the ADBlsictuations between the Argentine peso and tise U.
dollar will affect the U.S. dollar equivalent ofetiprice of the ADSs on the NYSE. The following &abets forth, for the periods indicated, the
high and low quoted prices for the Company’s sharethe form of ADSs, traded on the NYSE.

Price per ADS

2007 High  Low
First quarte! 30.7¢ 23.0(
Second quarte 31.8C 25.2¢
Third quartel 34.1¢ 23.3(
Fourth quarte 42.4¢ 30.8¢

Last Six Months High Low
January 200 40.4C 30.01
February 200t 40.1¢ 33.4(
March 200¢ 38.9¢ 34.0(
April 2008 40.5¢ 31.8¢

May 2008 44.97 33.8(
June 2008 (through June 20, 20 42.0¢ 40.5C

B. Plan of Distribution
Not applicable

C. Markets
See “—Offer and Listing Details”.

D. Selling Shareholders
Not applicable

E. Dilution
Not applicable

F. Expenses of the Issue
Not applicable

ltem 10.  Additional Information
A. Share Capital
Not applicable

103



Table of Contents

B. Memorandum and Articles of Association
General

The following is a summary of certain rights of té@ls of our shares. These rights are set out iauietes of association or are provided by
applicable Luxembourg law, and may differ from thdgpically provided to shareholders of U.S. conesmnder the corporation laws of sc
states of the United States of America. This sumgriganot exhaustive and does not contain all infion that may be important to you. For
more complete information, you should read ouckasi of association, which are attached as an #xbithis annual report.

The Company is a joint stock corporatiosogiété anonyme holdingrganized under the laws of Luxembourg. Its obgeal purpose, as set
forth in Article 2 of its articles of associatios,the taking of interests, in any form, in corgamas or other business entities, and the
administration, management, control and developrirereof. The Company is registered under the nuf@b8 668 in thdRegistre du
Commerce et des Sociétés

We have an authorized share capital of a singksa& 3.5 billion shares having a nominal valu&8D1.00 per share. There were
2,004,743,442 shares issued as of May 31, 2008s#\ed shares are fully paid.

Our articles of association currently authorize lboard of directors, for a period commencing oreJiin, 2005 and ending on October 26,
2010, to issue shares within the limits of our autted share capital at such times and on suchstarmd conditions as the board of directors or
its delegates may determine. Accordingly, untilédetr 26, 2010, shares may be issued up to ther@etshare capital limit of USD3.5 billii
by a decision of the board of directors.

Our shareholders have authorized the board oftdireto waive, suppress or limit any pre-emptiviessuiption rights of shareholders provided
for by law to the extent it deems such waiver, sapgion or limitation advisable for any issue suiss of shares within the authorized share
capital. However, if and from the date our sharediated on a regulated market (and only for ag las they are so listed), any issuance of
shares for cash within the limits of the authorisbdre capital shall be subject to the pre-empstiNescription rights of the then existing
shareholders (as set out in the articles of assog)aexcept in the following cases (in which case pre-emptive rights shall apply):

(&) any issuance of shares for, within, in conjiorctvith or related to, an initial public offerirgf our shares on one or more regulated
markets (in one or more instance

(b) any issuance of shares against a contribution diiaerin cash

(c) any issuance of shares upon conversion of conletitnds or other instruments convertible into shares; provided, however, t
the pre-emptive subscription rights of the therstég shareholders shall apply by provision of aricles of association in
connection with any issuance of convertible bondstber instruments convertible into our sharesclsh; anc

(d) any issuance of shares (including by way of freeshor at a discount), up to an amount of 1.5%efssued share capital of 1
Company, to our directors, officers, agents or eygés, to the directors, officers, agents or ermgaeyof our direct or indirect
subsidiaries or of our affiliates, including withiidimitation the direct issue of shares upon thereise of options, rights convertible
into shares, or similar instruments convertibl@xchangeable into shares issued for the purpose of relation to, compensation
or incentive of any such persol

Our authorized share capital is fixed by our agsabf association, as amended from time to timth thie approval of shareholders at an
extraordinary general shareholders’ meeting.

104



Table of Contents

Dividends

Subject to applicable law, all shares (includingrsis underlying ADSs) are entitled to participajeadly in dividends when, as and if declared
by the shareholders at the ordinary general shiatetsd meeting out of funds legally available foch purposes. Under Luxembourg law,
claims for dividends will lapse five years aftee tifate such dividends are declared. However, weategy to pay a declared dividend after ¢
period. The shareholders may, at the ordinary géisbareholders’ meeting, which every shareholdsrthe right to attend in person or by
proxy, declare a dividend under Article 21 of otticdes of association.

Under Article 21 of the articles of associationr board of directors has the power to distributerim dividends in accordance with the
conditions that apply to commercial companies @ghfin particular in Section 72-of the Luxembourg law of August 10, 1915, on cancial
companies.

Voting Rights; Shareholders’ Meetings; Election oDirectors

Each share (including shares underlying ADSs) lestthe holder to one vote at the Company’s gerstialeholders’ meetings. Shareholder
action by written consent is not permitted, bubtgraoting is permitted. Notices of general shardead’ meetings are governed by the
provisions of Luxembourg law and the Company’scéeti of association. Notices of such meetings fegtublished twice, at least at eiglaty
intervals, the second notice appearing at least €igys prior to the meeting, in the Luxembourgi€¥f Gazette and in a leading newspaper
having general circulation in Luxembourg. If anrexrdinary general shareholders’ meeting is adjedifior lack of a quorum, notices must be
published twice, in the Luxembourg Official Gazedted two Luxembourg newspapers, at 15-day intertiadssecond notice appearing at least
15 days prior to the meeting. In case our shamtisied on a foreign regulated market, noticegesferal shareholders’ meetings shall also be
published in accordance with the publicity requiests of such regulated market. At an ordinary garerareholders’ meeting, there is no
qguorum requirement, and resolutions are adopteal dignple majority vote of the shares present orasgnted and voted. An extraordinary
general shareholdersieeting must have a quorum of at least 50% ofdteeild and outstanding shares. If a quorum is aohesl, such meeti
may be reconvened at a later date with no quorgmimements by means of the appropriate notificagimcedures provided for by
Luxembourg company law. In both cases, Luxemboorggany law and the Company’s articles of assocgiagguire that any resolution of an
extraordinary general shareholders’ meeting be t&diopy a two-thirds majority vote of the sharesspre or represented. If a proposed
resolution consists of changing the Company’s matity or of increasing the shareholders’ committsethe unanimous consent of all
shareholders is required. Directors are electesh @irdinary meeting. Cumulative voting is not petaa. As our articles of association do not
provide for staggered terms, directors are elefted maximum of one year and may be reappointegdraoved at any time, with or without
cause, by a majority vote of the shares presergpyesented and voted.

Our annual ordinary general shareholders’ meesreld at 2:30 P.M., Luxembourg time, on the fikstdnesday of June of each year at the
place indicated in the notices of meeting. If tthay is a legal or banking holiday in Luxembourg theeting shall be held on the following
business day.

Any shareholder who holds one or more of our shanethe fifth calendar day preceding the generatediolders’ meeting (the “Record Date”)
shall be admitted to a general shareholders’ mgetihose shareholders who have sold their shateeber the Record Date and the date of the
general shareholders’ meeting, may not attend oejpesented at the meeting.

In the case of shares held through fungible sdesriccounts, each shareholder may exercise htkragtached to his shares and, in particular,
may participate in and vote at shareholders’ mgstof the Company upon presentation of a certéicsgued by the financial institution or
professional depositary holding the shares, eviggrnguch deposit and certifying the number of shaeeorded in the relevant account on the
Record Date. Such certificate must be filed attléas days before the meeting with the Companiysategistered address or at the address
stated in the convening notice or, in case theeshaf the Company are listed on a regulated mark#t,an agent of the Company located in
the country of the listing and designated in theveming notice. In the event that the shareholdézs/by proxy, he shall file the required
certificate and a completed proxy form within tleene period of time at the registered office of @mnpany or with any local agent of the
Company duly authorized to receive such proxies.
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The board of directors and the shareholders’ mgetiay, if they deem so advisable, reduce thesegenf time for all shareholders and admit

all shareholders (or their proxies) who have filleel appropriate documents to the general sharetsolteeting, irrespective of these time
limits.

Access to Corporate Records

Luxembourg law and our articles of association dogenerally provide for shareholder access toamate records. Shareholders may inspect
the annual accounts and auditors’ reports at a@istered office during the fifteen-day period priora general shareholders’ meeting.

Appraisal Rights
In the event the shareholders approve any of th@fimg:

. the delisting of our shares from all regulated regskvhere our shares are listed at that time, dikua delisting made pursuant to
an offer to all of our shareholders made by a assirentity subject to common control with us, whgrguch business entity offers
to issue, in exchange for our shares, shares listbd on the same regulated market(s) on whicksbhares are listel

. a merger in which we are not the surviving entitgléss the shares or other equity securities df satty are listed on the Ne
York or London stock exchange:

. a sale, lease, exchange or other disposition afrallbstantially all of our asse
. an amendment to our articles of association thatlma effect of materially changing our corporateppse;
. the relocation of our domicile outside the GrancBbyuof Luxembourg; o

. amendments to our articles of association thaticeshe rights of our shareholders (excluding anmyendments in relation with,
to, the authorized share capital and/or the waivesuppression of any preferential subscriptiohtsgelating thereto

dissenting or absent shareholders have the rigtave their shares repurchased by the Companythe(average market value of the shares
over the 90 calendar days preceding the appliggneral shareholders’ meeting or (ii) in the extbat our shares are not traded on any
regulated market, the amount that results fromyapglthe proportion of our equity that the sharemf sold represent over our net worth as
determined in our last consolidated financial stegets approved by the shareholders or in ourhéstim consolidated financial statements
approved by the board of directors, whichever isawecent. Shareholders who voted in favor of #ievant resolution are not entitled to
exercise this right.

Dissenting or absent shareholders must presemtdiagin within one month following the date of thpplicable general shareholders’ meeting
and supply the Company with evidence of their gialding at the time of such meeting. We must (toektent permitted by applicable laws
and regulations and in compliance therewith) refpase our shares within six months following theed#tthe applicable general shareholders’
meeting. If delisting from one or more, but not afi the regulated markets where our shares asgllis approved by the shareholders, only
dissenting or absent shareholders with sharestheddgh participants in the local clearing systemthat market or those markets can exercise
this appraisal right if:

. they held the shares as of the date of the annaerteby us of our intention to delist or as of tlage of publication of the fir:
convening notice for the general sharehol' meeting that approved the delistit
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. they present their claim within one month followithg date of the general sharehol’” meeting and supply evidence of th
shareholding as of the date of the Com}'s announcement or the publication of the first @ming notice to the meeting; a

. the delisting is not being made pursuant to arr dffeall of our shareholders made by a businesg/entbject to common control
with us, whereby such business entity offers toesen exchange for our shares, shares to be listetle same regulated market(s)
on which such dissenting or absent shareholdetsthelr shares through participants in the locehdhg system for that market or
markets.

In the event a shareholder exercises its appnaggal applicable Luxembourg law provisions shalply.

Distribution of Assets on Winding-up

In the event of our liquidation, dissolution or w@ing-up, the net assets remaining after allowinglie payment of all debts, charges and
expenses shall be paid out to holders of our shang®oportion to their respective holdings.

Transferability and Form
Our articles of association do not impose restiition the transfer of our shares. The sharessuable in registered form.

Pursuant to our articles of association, the ownprsf registered shares is evidenced by the ipgori of the name of the shareholder, the
number of shares held by him and the amount paibgh share in our shareholdeaegister. In addition, our articles of associatiwavide tha
our shares may be held through fungible securtie®unts with financial institutions or other psdg®mnal depositaries. Shares held through
fungible securities accounts have the same rigidsoaligations as shares recorded in our sharetsdldsgister.

Shares held through fungible securities accounishearansferred in accordance with customary phoes for the transfer of securities in
book-entry form. Shares that are not held througifyible securities accounts may be transferredssitéen statement of transfer signed by
both the transferor and the transferee or thepeaets/e duly appointed attorney-in-fact and recdriteour shareholders’ register. The transfer
of shares may also be made in accordance withrthaspns of Article 1690 of the Luxembourg Civib@e. As evidence of the transfer of
registered shares, we may also accept any corrdspoe or other documents evidencing the agreeneénebn transferor and transferee as to
the transfer of registered shares.

Fortis Banque Luxembourg S.A. maintains our shddste’ register.

Limitation on Securities Ownership

There are no limitations currently imposed by Lukenrg law or the articles of association on thétsgf non-resident shareholders to hold or
vote our shares.

Change in Control

Our articles of association do not contain any fgion that would have the effect of delaying, defey or preventing a change in control of the
Company and that would operate only with respeetiteerger, acquisition or corporate restructurimglving the Company. In addition, the
Company does not know of any significant agreementgher arrangements to which the Company isty pad which take effect, alter or
terminate in the event of a change of control ef@ompany.

There are no rights associated with the Comparhdses other than those described above.

107



Table of Contents

C. Material Contracts

For a summary of any material contract enteredliytas outside of the ordinary course of businesgd the last two years, see Item 4.
“Information on the Company—Raw Materials and Egérg

D. Exchange Controls

Many of the countries which are important marketsus or in which we have substantial assets hadwstary of substantial government
intervention in currency markets, volatile excharafes and government-imposed currency controles@linclude Argentina, Mexico and
Venezuela. Currently, only Venezuela and Argenliage exchange controls or limitations on capit@i, including requirements for the
repatriation of export earnings, in place.

Argentina

Since 2002, the Argentine government has maintaaritelirty” float of the peso. In order to reducdatdity in the exchange rate several rules
and regulations have been introduced by the Arger@overnment since the Public Emergency Law afidian2002. The following limitatior
apply to the transfer of currency in and out of émtjina:

. certain inflows for the purpose of investmentshia tapital markets must post a -transferable, nc-remunerated depo:
denominated in U.S. dollars for an amount equ8l0& of the underlying transaction. This depositldt®held for a period of 365
calendar days and may not be used as collategalyircredit transactiot

. outflows from proceeds of investments in capitatkets are restricted and subject to certain requergs, such as, in certain cases,
the mantainance of the investment for a specifiogeof time;

. inflows and outflows of foreign currency througte local exchange market, and indebtedness traoeadty local residents th
may result in a foreign currency payment to-residents, must be registered with the Argentinet@eBank;and

. funds from export revenues or financial loans nesgithat are credited in foreign currency overseast be converted into loc
currency and credited to a local banking accoutttiwia specific period of time

Regulations issued by the Argentine Central Bam&idish specific exceptions pursuant to which sofaese requirements may not apply to
foreign trade, export finance-related transactiamd certain medium term financial loans (subjeaampliance with certain requirements), nor
to the primary placement of publicly traded se@esilisted in one or more regulated markets.

For additional information regarding factors affegtthe value of the Argentine peso, see Item &y‘'khformation—D. Risk Factors—Risks
Relating to the Countries in Which We Operate—Atgen”

The market exchange rate of the Argentine pesmagtie U.S. dollar continues to be determinecdhieyforces of supply and demand in the
foreign exchange market, although the Argentineegowment, acting through the Argentine Central Béwals a number of means by which it
may act to maintain exchange rate stability. Sem I8. “Key Information—D. Risk Factors—Risks Ratatito our Business—Terniusresult
of operations and financial condition could be adely affected by movements in exchange rates.frigu2007 and the first half of 2008, the
Argentine Central Bank maintained the value ofth®. dollar around ARP3.0 and ARP3.1 per U.S. dolla

Mexico

Between November 1991 and December 1994, the MeXiemtral Bank maintained the exchange rate bettveeb.S. dollar and the Mexic
peso within a prescribed range through intervenitiathe foreign exchange market.
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The Mexican Central Bank intervened in the foreagohange market as the exchange rate reached thigherinimum or the maximum of the
prescribed range in order to reduce day-to-daydkteons in the exchange rate. On December 20,,1B84Mexican government modified the
prescribed range within which the Mexican peso persnitted to float by increasing the maximum Merigeeso price of the U.S. dollar by
MXNO0.53, equivalent to an effective devaluationlsf3%. On December 22, 1994, the Mexican governsesgended intervention by the
Mexican Central Bank and allowed the Mexican pesftoat freely against the U.S. dollar. Factorg tentributed to this decision included the
size of Mexico’s current account deficit, a declinghe Mexican Central Bank’s foreign exchangesress, rising interest rates for other
currencies (especially the U.S. dollar) and redwmedidence in the Mexican economy on the parhweéstors due to political uncertainty
associated with events in the state of Chiapageesgidential and congressional elections in that.yEhe value of the Mexican peso agains
U.S. dollar rapidly declined by 42.9% from Decemb®y 1994 to December 31, 1994. The Mexican goventrhas since allowed the Mexic
peso to float freely against the U.S. dollar.

Historically, the Mexican economy has suffered beéof payment deficits and shortages in foreigrtharge reserves. While the Mexican
government does not currently restrict the abdityjMexican or foreign persons or entities to cohwexican pesos to U.S. dollars and the
terms of NAFTA, to which Mexico is a signatory, geally prohibit exchange controls, the Mexican gameent could institute a restrictive
exchange control policy in the future.

For additional information regarding factors affegtthe value of the Mexican peso, see Item 3. “Kdgrmation—D. Risk Factors—Risks
Relating to the Countries in Which We Operate—Mexic

Venezuela

Beginning in 2001, Venezuela experienced intendiiqad and social turmoil involving groups thatpgse and those that support the Chavez
administration. Between December 2001 and Febr2@®, the opposition staged four nationwide wodpptges to protest against the Ch:
administration, the latest of which began on Deceng) 2002 and ended on February 3, 2003. Sintelttte, pro-government and opposition
forces have taken steps towards resolving theigallitrisis through the electoral process.

The general work stoppage that began in Decemtis, 2wever, resulted in a significant decreagbénamount of foreign currency
generated from the sale of oil. This decrease wapled with an extraordinary increase in the denfanfébreign currency, resulting in a
significant decline in the level of Venezuela'seimtational reserves and a substantial depreciafitre Venezuelan bolivar against the U.S.
dollar during the first few weeks of 2003. From Beber 2, 2002 until January 23, 2003, on which Wateezuela suspended foreign exche
trading in an attempt to stem the depreciatiorhef\fenezuelan bolivar, the Venezuelan bolivar/ddBar exchange rate depreciated from
VEB1,322.75 = USD1.00 to VEB1,853.00 = USD1.00. Shbstantial reduction of oil exports resultingnirthe work stoppage also damaged
the country’s trade balance. These problems disdugenezuela’s economy and threatened to affectivey Venezuela ability to service it
external debt. In response to those developmemrtsexliela suspended foreign exchange trading omdad8, 2003. On February 5, 2003, the
government adopted a series of exchange agreementees and regulations establishing a new exeheorgrol regime.

A commission, referred to as the Comision de Adstiacion de Divisas, or CADIVI, was created for #uninistration, control and
establishment of the new exchange control regim®I@1 is composed of five members appointed by Bresident of Venezuela. Under the
regime, the Ministry of Finance, together with ®entral Bank of Venezuela, sets the exchange ristter@spect to the U.S. dollar and other
currencies and has discretion to modify, at angtithe existing exchange control regime or the fias of the bolivar. The regime centralizes
the purchase and sale of foreign currencies by ip@rmsuch sales to be made only through the @&B@nk.

On February 5, 2003, the Ministry of Finance arel\Wenezuelan Central Bank fixed the U.S. dollahexge rate at VEB1,596 = USD1.00 for
purchase operations and VEB1,600 = USD1.00 forgadeations. The exchange rate for the paymeriteoptblic foreign debt was set at
VEB1,600 = USD1.00 on February 7, 2003.
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In February 2004, the Venezuelan government rbsegxchange rate to VEB1,917 to USD1.00, a devaluaf 16.5%. In addition, in March
2005, the Venezuelan bolivar suffered a subseqiemtiuation of 12%, leaving the exchange rate d8/E446 to USD1.00.

In January 2008, the Venezuelan government rederaded the currency and named the official curréBmiyvares Fuertes or VEF (VEB 1000
=VEF 1.)

For additional information regarding factors affegtthe value of the Venezuelan bolivar, see ItefiK8y Information—D. Risk Factors—
Risks Relating to the Countries in Which We Operatenezuela.”

E. Taxation

The following discussion of the material Luxemboargl United States federal income tax consequefaasinvestment in our ADSs is bas
upon laws and relevant interpretations thereoffiece as of the date of this annual report, alivbich are subject to change. This discussion
does not address all possible tax consequencemgela an investment in our ADSs, such as thectasequences under United States stat
local tax laws.

Grand Duchy of Luxembourg
This section describes the material Luxembourgtamsequences of owning or disposing of ADSs.

You should consult your own tax adviser regardhmgltuxembourg tax consequences of owning and digposADSS in your particular
circumstances.

Holding company statu

The tax treatment described below results frontdakestatus of the Company as a holding companyntheédaw of July 31, 1929 and the
“billionaire” provisions relating there.

Following a decision by the European Commissioa,@nand-Duchy of Luxembourg has terminated its 19@€ling company regime,
effective January 1, 2007. However, under the imeleting legislation, pre-existing publicly-listedrapanies —including us— are entitled to
continue benefiting from their current tax regimgiiDecember 31, 2010.

During the transitional period, the Company mushply with certain reporting requirements to maintas right to benefit from the special tax
exempt status transition period, including an ahoattification and the submission of such ceréfion to the Luxembourg tax authorities.

Ownership and disposition of the Company’s ADSs

Holders of the Company’s ADSs will not be subjectixembourg income tax, wealth tax or capital gdax in respect of those ADSs, except
for:

() individual residents of Luxembourg, entitieganized in Luxembourg or foreign entities domici@chaving a permanent
establishment in Luxembourg. For purposes of Luxamdp tax law, you are deemed to be an individusitient in Luxembourg, subject to
treaty provisions, if you have your domicile or yasual place of residence in Luxembourg, or

(i) non-resident holders are taxed with respedh&odisposition of the Company’s ADSs held fosldsan six months if such ngasiden
holder has owned alone, or if such non-residerddrdk an individual, together with his spouse @amanchildren, directly or indirectly at any
time during the five years preceding the date spdsition more than 10% of the Company’s sharet@apir
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(i) non-resident holders are taxed with respedht disposition of the Company’s ADSs held forenthan six months(x) if such non-
resident holder has owned alone, or together witlsfouse or minor children, directly or indirecty any time during the five years preceding
the date of disposition, more than 10% of the Camgfsashare capital and (y) was a Luxembourg regitheqpayer for more than 15 years and
has become a non-resident tax payer less thanrs petore the moment of disposition of the ADSs.

No inheritance tax is payable by a holder of thenBanys ADSs except if the deceased holder was a resafdruxembourg at the time of
death.

There is no Luxembourg transfer duty or stamp taxhe purchase or disposition of the ADSs.

Dividends received on the Compé’'s ADSs by non-Luxembourg resident holders

No withholding tax applies in Luxembourg on dividisrdistributed by the Company. No taxes apply irdmbourg on dividends received
holders who are not resident in Luxembourg and ddnaot maintain a permanent establishment in Luwanpto which the holding of the
ADSs is effectively connected. Dividends receivgdblders who are individual residents of Luxemigp@ntities organized in Luxembourg
entities domiciled or having a permanent estableshinm Luxembourg are subject to tax.

United States federal income taxation

This section describes the material United Stagdserfal income tax consequences to a U.S. holdelefaged below) of owning ADSs. It
applies to you only if you hold your ADSs as calpéissets for tax purposes. This section does rply ap you if you are a member of a special
class of holders subject to special rules, inclgdin

. a dealer in securitie

. a bank,

. a trader in securities that elects to use a -to-market method of accounting for securities holdji

. a ta>-exempt organizatior

. a person who invests through a |-through entity, including a partnersh

. a life insurance compan

. a person liable for alternative minimum ti

. a person that actually or constructively owns 10%nore of the Compar’'s voting stock or its ADS:

. a person that holds ADSs as part of a straddleh@dging or conversion transaction,

. a person whose functional currency is not the ddBar.
This section is based on the Internal Revenue ©bd686, as amended, its legislative history, éxisand proposed regulations, published
rulings and court decisions, as well as on thernmedax Treaty between Luxembourg and the UniteteStghe “Treaty”). These laws are

subject to change, possibly on a retroactive basiaddition, this section is based in part upanrgpresentations of the depositary and the
assumption that each obligation in the depositexgent and any related agreement will be performeat¢ordance with its terms.

If a partnership holds the ADSs, the tax treatnoért partner will generally depend upon the stafufie partner and the activities of the
partnership. Each such partner holding the AD$$ged to consult his, her or its own tax advisor.
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You are a U.S. holder if you are a beneficial owofeADSs and you are:
. a citizen or resident of the United States of Ae)
. a domestic corporatiol
. an estate whose income is subject to United Stditésnerica federal income tax regardless of itsrsepor

. a trust if a United States of America court canreise primary supervision over the trust’s admmaison and one or more United
States of America persons are authorized to coatrslibstantial decisions of the tru

In general, and taking into account the earlieuaggions, for United States of America federal meotax purposes, if you hold ADRs
evidencing ADSs, you will be treated as the owrféhe shares represented by those ADRs. Excharigdsres for ADRs, and ADRs for
shares, generally will not be subject to Unitedextaf America federal income tax.

Taxation of dividends

Under the United States federal income tax lawd,sarbject to the passive foreign investment compan®FIC, rules discussed below, if you
are a U.S. holder, the gross amount of any dividbedCompany pays out of its current or accumulatedings and profits (as determined for
United States federal income tax purposes) is stilgeUnited States federal income taxation. If yoe a noncorporate U.S. holder, dividends
paid to you in taxable years beginning before Jgnia2011 that constitute qualified dividend incomill be taxable to you at a maximum tax
rate of 15% provided that you hold the shares oBAbr more than 60 days during the 121-day pdyeginning 60 days before the ex-
dividend date and meet other holding period requénets. Dividends the Company pays with respedi¢dADSs generally will be qualified
dividends.

You must include any Luxembourg tax withheld frdme dividend payment in this gross amount even thguay do not in fact receive it. The
dividend is taxable to you when you, in the casshares, or the depositary, in the case of ADSsgjve the dividend, actually or
constructively. The dividend will not be eligiblerfthe dividends-received deduction generally aldwo United States corporations in respect
of dividends received from other United States ofekica corporations. Distributions in excess ofent and accumulated earnings and prc
as determined for United States of America fedi@@me tax purposes, will be treated as a non-texaturn of capital to the extent of your
basis in the ADSs and thereafter as capital gain.

Subject to certain limitations, any Luxembourg téthheld in accordance with the Treaty and paidrdawd_uxembourg will be creditable
against your United States federal income taxlitgbSpecial rules apply in determining the foreigx credit limitation with respect to
dividends that are subject to the maximum 15% &&&. rTo the extent a refund of the tax withheldvailable to you under Luxembourg law or
under the Treaty, the amount of tax withheld teatfundable will not be eligible for credit agaigsur United States federal income tax
liability.

Dividends will be income from sources outside theteéd States of America, but dividends paid in td&ayears beginning before January 1,
2007 generally will be “passive” or “financial sérgs” income, and dividends paid in taxable yeagitning after December 31, 2006 will,
depending on your circumstances, be “passive” enégal” income which, in either case, is treatquhsately from other types of income for
purposes of computing the foreign tax credit allblgao you.

Taxation of capital gains

Subject to the PFIC rules discussed below, if yeuaal.S. holder and you sell or otherwise dismdg@ur ADSs, you will recognize capital
gain or loss for United States of America fedemabme tax purposes equal to the
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difference between the U.S. dollar value of the amidhat you realize and your tax basis, determindd.S. dollars, in your ADSs. Capital
gain of a noncorporate U.S. holder that is recagphin taxable years beginning before January 11 281generally taxed at a maximum rate of
15% where the holder has a holding period grehtar bne year. The gain or loss will generally lm®ime or loss from sources within the
United States of America for foreign tax creditilaion purposes.

PFIC rules

Based on the Company’s expected income and asset®lieve that the ADSs should not be treatedcak ©f a PFIC for United States
federal income tax purposes, but this conclusianfactual determination that is made annuallythod may be subject to change. If the
Company were to be treated as a PFIC, unless ahOl&r elects to be taxed annually on a markitoket basis with respect to the ADSs, ¢
realized on the sale or other disposition of yolxS& would in general not be treated as capital. gagtead, if you are a U.S. Holder, you
would be treated as if you had realized such gaihcartain “excess distributions” ratably over ybotding period for the ADSs and would be
taxed at the highest tax rate in effect for eaahsiear to which the gain was allocated, togethtr an interest charge in respect of the tax
attributable to each such year. With certain exoept your ADSs will be treated as stock in a PFliie Company were a PFIC at any time
during your holding period in your ADSs. Dividentthait you receive from the Company will not be dligifor the special tax rates applicable
to qualified dividend income if the Company is teghas a PFIC with respect to you either in thaltéeyear of the distribution or the
preceding taxable year, but instead will be taxableates applicable to ordinary income.

F. Dividends and Paying Agents
Not applicable

G. Statement by Experts
Not applicable

H. Documents on Display

We are required to file annual and special repamts other information with the SEC. You may read eopy any documents filed by the
Company at the SEC'’s public reference room at 1l Btreet, N.E., Room 1580, Washington, D.C. ZD32lease call the SEC at 1-800-SEC-
0330 for further information on the public referemoom. The SEC also maintains a website at hitww.sec.gov which contains reports and
other information regarding registrants that filkectronically with the SEC.

We are subject to the reporting requirements oBkehange Act of 1934, as applied to foreign pevasuers. Because we are a foreign private
issuer, the SEC’s rules do not require us to defivexy statements or to file quarterly reportsatidition, our “insiders” are not subject to the
SEC'’s rules that prohibit short-swing trading. Wepare quarterly and annual reports containingaateted financial statements in
accordance with IFRS. Our annual consolidated fifdrstatements are certified by an independerdwating firm. We submit quarterly
financial information to the SEC on Form 6-K sinaueously with or promptly following the publicatiof that information in Luxembourg or
any other jurisdiction in which our securities &sted, and will file annual reports on Form 20-Fhin the time period required by the SEC,
which is currently six months from the close of flseal year on December 31. These quarterly andi@mreports may be reviewed at the
SEC'’s Public Reference Room. Reports and otherrimdtion filed electronically with the SEC are asmilable at the SEC’s website.

As a foreign private issuer under the Securitieg Wwe are not subject to the proxy rules of Secfidrof the U.S. Securities Exchange Act of
1934, as amended (the “Exchange Act”) or the insstiert-swing profit reporting requirements of $&ttl6 of the Exchange Act.
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We have appointed The Bank of New York to act goditary for our ADSs. During the time the depagiteement remains in force, we will
furnish the depositary with:

. our annual reports; ar

. summaries of all notices of general meetings ofedt@ders and other reports and communicationsatigatnade generally availal
to our shareholder

The depositary will, as provided in the depositeggnent, if we so request, arrange for the mailfrgummaries in English of the reports and
communications to all record holders of our ADSeyAecord holder of ADSs may read the reports,cestior summaries thereof, and
communications at the depositary’s office locatetlcd Barclay Street, New York, New York 10286.

Whenever a reference is made in this annual réparicontract or other document, please be awatestith reference is not necessarily
complete and that you should refer to the exhibits are a part of this annual report for a copthefcontract or other document. You may
review a copy of the annual report at the SEC’dipubference room in Washington, D.C.

I. Subsidiary Information
Not applicable

ltem 11.  Quantitative and Qualitative Disclosures About Market Risk

The multinational nature of our operations and @ustr base expose us to the risk of changes irestteaites, foreign currency exchange rates
and, to a limited extent, commodity prices. We c@lely manage these exposures through the userfadive instruments to mitigate market
risk. Otherwise, we do not use derivative finanoiatruments for trading, other speculative purgaseother exposures. In addition, in the
ordinary course of business Ternium also faces rgkh respect to financial instruments that ateezinon-financial or non-quantifiable. Such
risks principally include country risk and credgk and are not presented in the following analysis additional information about our
financial risk management, see note 33 to our addibnsolidated financial statements included igahnual report.

The following tables provide a breakdown of Ternisigiebt instruments at December 31, 2007 and 20B&h included fixed and variable
interest rate obligations detailed maturity date:

At December 31, 200° Expected maturity date, as of December 31,
In thousands of U.S. Dollar: 2008 2009 2010 2011 2012 Thereafter Total
Non-current Debt
Fixed Rate — — — — — 7,661 7,661
Floating Rate — 371,23. 320,39( 1,732,76" 1,210,47. 34,97: 3,669,83I
Current Debt
Fixed Rate 186,97 — — — — — 186,97
Floating Rate 220,42 — — — — — 220,42
Total @) @) 407,40: 371,23. 320,39( 1,732,76 1,210,47. 42,63% 4,084,90
At December 31, 2006 Expected maturity date, as of December 31,
In thousands of U.S. Dollar: 2007 2008 2009 2010 2011 Thereafter Total
Non-current Debt
Fixed Rate — — — — 7,20¢ 7,20¢€
Floating Rate — 290,80: 120,02: 94,92 1,35¢ 34,08¢ 541,19!
Current Debt
Fixed Rate 150,91¢ — — — — — 150,91¢
Floating Rate 357,77t — — — — — 357,77t
Total @) @) 508,69: 290,80: 120,02: 94,92 1,35¢ 41,29t 1,057,09!

(1) Borrowings are primarily bank borrowings withirtl parties. See Item 5. “Operating and FinanReNiew and Prospects—B. Liquidity
and Capital Resourc—Principal Sources of Fundi—Financial Liabilitie!".
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(2) As most borrowings are subject to floating rates tpproximate market rates, with contractual cépgi that occurs every three to
months, the fair value of each borrowing approxesats carrying amount and is not disclosed seglgr:

Our nominal weighted average interest rate fordalnt instruments was 6.15% and 6.82% for 2007 806, 2espectively. These rates were
calculated using the rates set for each instrumneitg corresponding currency and weighted usirgdbllar-equivalent outstanding principal
amount of each instrument as of December 31, 208 2006, respectively.

Total Debt by Currency

In thousands of U.S. Dollar: 2007 2006
usD 3,998,199 961,15(
MXN 84,63¢ —
VEB — 40,10(
ARS 2,067 55,84¢
Total 4,084,90. 1,057,09!

Interest Rate Exposure Risk

Interest rate movements create a degree of rigkfbgting the amount of Ternium'’s interest paymemd the value of Ternium’s fixed rate
debt. Most of Ternium’s long-term borrowings arezatiable rates, while its debt with related pariat fixed rates. Ternium’s total variable
interest rate debt amounted to USD3,890 millior#43F total borrowings) for the year ended Decen#igr2007 and USD899.0 million (85%
of total borrowings) for the year ended DecemberZ8D6.

Interest Rate Derivative Contrac
As of December 31, 2007, most of the Company’s {@mm borrowings were at variable rates.

Each of Hylsa and Grupo Imsa entered into hedgimgeanents to manage the impact of floating intestchanges on its indebtedness.

Hylsa entered into an interest rate cap agreeme2@0@3 with a notional amount as of December 30726f USD 120.8 million and an interest
rate cap of 7.00%. This agreement was due on Ja2u&008, and is no longer outstanding. In addjtauring 2007, Hylsa entered into four
interest rate collars that fixed the interest tatbe paid over an aggregate notional amount of W3R5 million at an average range of 3.28%
to 5.50%. These agreements are due in July 2009.

On February 23, 2007, Grupo Imsa entered into ifttlerest rate collar agreements that fixed theré@sterate to be paid over an aggregate
notional amount of USD 250 million at an averagegeof 4.16% to 6.00%. These agreements are dideviember 2011 and March 2012. On
September 21, 2007, after Ternium obtained coofr@rupo Imsa, Grupo Imsa entered into two oth&arist rate collar agreements that fixed
the interest rate to be paid over an aggregatematamount of USD 375 million, at an average rdinge 3.28% to 5.50%. Both agreements
are due in July 2009.
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As of December 31, 2007, Hylsa and Grupo Imsa \yares to interest rate collar agreements aslddtai the table below:

At December 31, 200° Total Fair Value
Interest Rate Collars Grupo Imsa
Contract amount (in thousands of U.S. dolli 375,000
Average fixed pay ranc 5.50%- 3.28%
Floating received rat US-LIBOR 6M
-6,561
Contract amount (in thousands of U.S. dolli 250,000
Average fixed pay ranc 6.00%- 4.16%
Floating received rat US-LIBOR 3M
Interest Rate Collars Hylsa
Contract amount (in thousands of U.S. dolli 1,125,00C
Average fixed pay ranc 5.50%- 3.28%
Floating received rat US-LIBOR 6M
-2,99¢
Interest Rate Cap Hylsa
Contract amount (in thousands of U.S. dolli 120,841
Fixed pay rat¢ 7%
Floating received rat US-LIBOR 3M

Foreign Exchange Exposure Risk

A portion of Ternium’s business is carried out inrencies other than the U.S. dollar, Ternium’sorépg currency. As a result of this foreign
currency exposure, exchange rate fluctuations itnpaium’s results as reported in its income steget in the form of both translation risk
and transaction risk. Translation risk is the tis&t Ternium’s consolidated financial statementsafparticular period or as of a certain date
may be affected by changes in the prevailing ratése various functional currencies of the repwtsubsidiaries against the U.S. dollar.
Transaction risk is the risk that the value of s@gtions executed in currencies other than thediabgs functional currency may vary
according to currency fluctuations.

Foreign Exchange Derivative Contrac

Ternium aims to manage the negative impact of dlations in the value of other currencies with respe the U.S. dollar. However, the fact
that some subsidiaries have measurement currenttiesthan the U.S. dollar may, at times, distioettesult of these efforts as reported under
IFRS.

Ternium operates and sells its products in diffecemntries, and as a result is exposed to foreigange rate volatility. Ternium’s
subsidiaries may use derivative contracts in oroléedge their exposure to exchange rate risk e@érfirom their trade and financial operations.

As of December 31, 2007, Siderar had a non-delptermrward agreement with a notional amount of BB million at an average exchange
rate of 3.1655 Argentine pesos per U.S. DollarsTaiward was due in January 2008, and is no loagtstanding.

On May 27, 2003, Grupo Imsa entered into a crosgnay swap contract with Bank of America to manigexposure to changes in the
Mexican peso against the U.S. Dollar and the imp#te floating interest rate changes on certaiot hstruments. As of December 31, 2007,
the notional amount was USD 52.6 million and adixaerest rate of 9.30% per annum. This agreeisahie on May 27, 2009.

Futhermore, during September and October, 200 h&limsa entered into three forward sales with areggate notional amount of USD
150 million, and an average exchange rate of 1M@%ican pesos per U.S. Dollar, to manage its exgosuchanges in the Mexican peso
against the U.S. Dollar. These forwards were dudlarch 3, 2008 and are no longer outstanding.
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The net fair values of the exchange rate derivatorgracts as of December 31, 2007 and Decemb&088, were:
(Thousand USD;

Fair value at December 31

Currencies Contract 2007 2006

MXN/USD Forwards (1,220 817
- Cross Currency Swe (2,48¢) —

ARS/USD ND Forwards (30 17¢

(3,736) 99t

Commodities Exposure Risk

Ternium'’s subsidiaries use certain commoditiesramdmaterials that are subject to price volatitiqused by supply and weather conditions,
political situations, financial variables and otlpredictable factors. As a result, they are eggde the volatility in the price of these
commodities and raw materials. Ternium’s policyoisnanage this risk by partially fixing the undémly price or limiting its volatility for a
defined period.

Natural Gas

As discussed in Item 4. “Information on the CompafiRaw Materials and Energy”, Siderar and Sidor hemtered into long term agreements
contracts for the supply of natural gas. On thewottand, Ternium Mexico purchases all of its ndtgaas from Pemex and GIMSA. Natural gas
is affected by commodity pricing and is, therefaehject to price volatility caused by weather,duction problems and other factors that are
outside Ternium Mexico’s control and which are geafig unpredictable. Ternium Mexico constantly ntoné the natural gas markets to
manage this exposure.

Commodities Derivative Contracts
During 2006 and 2007, Hylsa entered into severavadtves contracts with the purpose of limiting thigh volatility of natural gas prices.
These contracts included vanilla and exotic optiwits JP Morgan and Citibank N.A.

As of December 2007, Hylsa had four instrumentstanding over an aggregate notional amount of BomiMMBTU (50 contracts a month).
These instruments hedged the price of gas untitmMan08.

Fair value at
Average _ December 31,
Contract price 2007 2006
Call - Purchase 7.65/7.4k 1,20C 13,16
Call - Sales 10.00 (29) (6,71¢€)
Put— Sales 7.65@KI /7.45@K (594) (12,509
Swaps- Purchase 7.36 — (9,439
577 (15,48)

Other Commodities and raw materials

In the past, management has used commodity demévistruments to cover fluctuations in the magkétes of certain raw materials used in
the production processes, such as zinc, aluminumrianWhile these markets are monitored periotiicaluring 2006 and 2007, Ternium has
not hedged any commaodity positions other that tlddsetural gas.
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ltem 12.  Description of Securities Other Than Equity Securites
Not applicable
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PART Il
ltem 13.  Defaults, Dividend Arrearages and Delinquencie
None.

Item 14.  Material Modifications to the Rights of Security Hdders and Use of Proceed
None.

Iltem 15. Controls and Procedures

Under the supervision and with the participatiomof management, including our Chief Executive ¢ffiand Chief Financial Officer, we he
evaluated the effectiveness of the design and tiperaf our disclosure controls and proceduress(eh term is defined in Rules 13a-15(e) and
15d-5(e) under the Securities Exchange Act of 1834)f December 31, 2007. Based on that evaluationChief Executive Officer and Chief
Financial Officer have concluded that, as of Decein#i, 2007, our disclosure controls and procedare®ffective to ensure that information
required to be disclosed by us in the reports Veeoli submit under the Exchange Act is recordedggssed, summarized and reported within
the time periods specified in the SEC's rules awdché and to ensure that such information is accatadland communicated to management,
including our Chief Executive Officer and Chief Rircial Officer, to allow timely decisions regardiregjuired disclosure. Our disclosure
controls and procedures are designed to provid®neadle assurance of achieving their objectives.Ghief Executive Officer and Chief
Financial Officer have concluded that our disclestwntrols and procedures are effective at a reddemssurance level.

Management'’s report on internal control over finandal reporting

Management is responsible for establishing and taiaimg adequate internal control over financiglasing (as such term is defined in Rules
13a-15(f) and 15d-15(f) under the Securities Exgeafsict of 1934.) Ternium’s internal control ovemdincial reporting was designed by
management to provide reasonable assurance regahdimeliability of financial reporting and thegparation and fair presentation of its
financial statements for external purposes in ataoece with International Financial Reporting Stadda

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or d¢t@isstatements or omissions. In addition,
projections of any evaluation of effectivenessuiufe periods are subject to the risk that contmdy become inadequate because of chang
conditions, or that the degree of compliance whth policies or procedures may deteriorate.

Management conducted its assessment of the efeetds of Ternium'’s internal control over finanegorting based on the framework in
Internal Control—Integrated Frameworlssued by the Committee of Sponsoring Organizatufrike Treadway Commission.

Based on this assessment, management has conthaddernium’s internal control over financial refiog, as of December 31, 2007, is
effective to provide reasonable assurance regattimgeliability of financial reporting and the pearation of financial statements for external
purposes.

As allowed under certain SEC guidance, managemasgsessment of internal control over financial répg excludes the operations of Grupo
Imsa and its subsidiaries, which were acquiredpar@hase business combination on July 26, 200&sd bperations constituted, prior to gi
effect to the elimination in consolidation of intempany transactions and balances, USD5,894. omitif total assets and USD976.3 million
of total revenues.
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The effectiveness of Ternium’s internal control iofreancial reporting as of December 31, 2007 reenbaudited by Price Waterhouse & Co
S.R.L., an independent registered public accouriing as stated in their report included hereiee SReport of Independent Registered Public
Accounting Firm.”

Change in Internal Control over Financial Reporting
During the period covered by this report, thereenss changes in our internal control over finanmglorting that have materially affected, or
are reasonably likely to materially affect, oureimtal control over financial reporting.

No changes in our internal control over financeglarting are anticipated to be made as a restiteoGrupo Imsa transactic

ltem 16A. Audit Committee Financial Expert

On June 4, 2008, our board of directors has deteranihat none independent member of the audit cteanimeet the attributes defined in

Item 16A of Form 20-F for “audit committee finankéxperts”. We do not have an audit committee faianexpert because we have concluded
that the membership of the audit committee as demhmas sufficient recent and relevant financialezignce to properly discharge its functions.
In addition, the audit committee, from time to tiaeit deems necessary, engages persons thatlirefgha attributes of an “audit committee
financial expert” as consultants.

Item 16B. Code of Ethics

We have adopted a code of ethics that appliesfeghi to our principal executive officers, andmmipal financial and accounting officer and
controller, as well as persons performing similardtions. We have also adopted a code of condatsfiplies to all company employees,
including contractors, subcontractors and suppliers

The text of our code of ethics for senior finand#icers and code of conduct for employees isgusin our web site at:
www.ternium.com/en/Investor/corporategovernance.asp

Item 16C. Principal Accountant Fees and Service

Fees Paid to the Compeg's Principal Accountant

In 2007, PricewaterhouseCoopers served as theipalrexternal auditor for the Company. Fees paytabRricewaterhouseCoopers in 2007
detailed below:

For the year ended December 31,

In thousands of U.S. dollar. 2007 2006 2005
Audit Fees 2,66¢ 1,98¢ 1,52¢
Audit-Related Fee 17& 63t 1,73(C
Tax Fees 19 81 421
All Other Fees 327 12¢ 162
Total 3,18¢ 2,83 3,831
Audit Fees

Audit fees were paid for professional services ezad by the auditors for the audit of the consadiddinancial statements of the Company and
the statutory financial statements of the Compard/its subsidiaries.
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Audit-Related Fees

Audit-related fees are typically services thatr@@sonably related to the performance of the aud#view of the consolidated financial
statements and are not reported under the audief@eabove. This item includes fees for attestasiervices on financial information of the
Company and its subsidiaries included in their ahneports that are filed with their respectiveuladprs.

Tax Fees
Tax fees were paid for tax compliance and tax adpiofessional services.

All Other Fees

Fees disclosed in the table above under “All Offes” consisted primarily of fees paid for consigjtservices provided in connection with
processing documentation. It also included feed fmiservices provided to Siderar related to figefrmation that is filed with the tax
regulators.

Audit Committe’s Pre-approval Policies and Procedures

The Company’s audit committee is responsible forplag other things, the oversight of the Companytependent auditors. The audit
committee has adopted a policy of pre-approvalditeand permissible non-audit services provideddijndependent auditors in its charter.

Under the policy, the audit committee makes it®namendations through the board of Directors tostrereholders’ meeting concerning the
continuing appointment or termination of the Compsaindependent auditors. On a yearly basis, thit @ommittee reviews together with
management and the independent auditor, the aladit pudit related services and other non-audiices and approves the related fees. Any
changes to the approved fees must be reviewedpprdwed by the audit committee. In addition, thdiacommittee delegated to its Chairman
the authority to consider and approve, on behatfiefAudit Committee, additional non-audit servitieat were not recognized at the time of
engagement, which must be reported to the otherbaesof the audit committee at its next meeting sBivices outside the scope of the audit
committee’s approval can be undertaken by the iedégnt auditor.

During 2007, the audit committee did not approve faes pursuant to thde minimisexception to the pre-approval requirement providgd
paragraph (c)(7)(i)(C) of Rule 2-01 of RegulatioiXS

Item 16D. Exemptions from the Listing Standards for Audit Committees
Not applicable

Item 16E. Purchases of Equity Securities by the Issuer and fiiated Purchasers

In 2007, to our knowledge, there were no purchasesy class of registered equity securities ofGloenpany by the Company or any
“affiliated purchaser” (as such term is defined?inle 10b-18(a)(3) under the Securities ExchangeoAtB34) during 2007.

In the future, we may, with the approval of ourret@lders, initiate a stock repurchase or simitagpam or engage in other transactions
pursuant to which we would repurchase, directlindirectly, the Company’s ordinary shares, ADS$&ath. In addition, we or our subsidiaries
may enter into transactions involving purchasedasivatives or other instruments with returns lidite the Company’s ordinary shares, ADSs
or both. The timing and amount of repurchase tretitgas under any such program, or purchases ofateres or other instruments, would
depend on market conditions as well as other catp@and regulatory considerations.
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PART Il
ltem 17.  Financial Statements
We have responded to Item 18 in lieu of respontirttpis Item.

Iltem 18. Financial Statements

See pages F-1 through F-51 of this annual report.

Iltem 19. Exhibits

Exhibit

Number Description

11 Updated and Consolidated Articles of Associatioff @fnium S.A., dated as of March 17, 20(

2.1 Deposit Agreement entered into between Ternium &w. The Bank of New York*

4.1 Participation Agreemen“Contrato de Cuentas en Participa’), dated June 20, 2003, between Sidor, C.A. and Y&gr&icos
de Consultadoria, Lda., as amended and supplemastefiOctober 15, 2003 and November 18, 200«

4.2 Participation Agreemen“Contrato de Cuentas en Participa”), dated June 20, 2003, between Sidor, C.A. and Cacjpmr
Venezolana de Guayana, as amended and supplenasndé®ctober 15, 2003 and November 18, 200«

4.3 Shareholders’ Agreement, dated July 20, 2005, batwé.l.—Industrial Investments Inc. and Usinade3urgicas de Minas
Gerais, S.A—USIMINAS***

4.4 Shareholde’ Agreement, dated January 9, 2006, between Tenaisa8d Inversora Siderurgica Limited**

8.1 List of subsidiaries of Ternium S.,

12.1 Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 200z

12.2 Certification of Chief Financial Officer pursuat $ection 302 of the Sarba-Oxley Act of 200z

13.1 Certification of Chief Executive Officer pursuant$ection 906 of the Sarba-Oxley Act of 200z

13.2 Certification of Chief Financial Officer pursuat $ection 906 of the Sarba-Oxley Act of 200z

*%

*k*k

*kkk

Incorporated by reference to the Annual Report omt2(-F, filed by Ternium S.A. on June 30, 2006 (File R61-32734).

Incorporated by reference to the Registration &tate on Form -6, filed by Ternium S.A. on January 11, 2006 (Nl 33:-130952).
Incorporated by reference to th-1 Registration Statement filed by Ternium S.A. anuary 11, 2006 (File No. 3-130950).
Incorporated by reference to th-1 Registration Statement filed by Ternium S.A. anuhkry 27, 2006 (File No. 3-130950).
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Report of Independent Registered Public Accountingrirm

To the Board of Directors and Shareholders of
Ternium S.A.

In our opinion, the accompanying consolidated badasheets and the related consolidated statemfeintsome, of cash flows and of change
shareholders’ equity present fairly, in all materéspects, the financial position of Ternium Safd its subsidiaries at December 31, 2007 and
2006, and the results of their operations and ttesh flows for each of the three years in theggeended December 31, 2007 in conformity
with International Financial Reporting Standardssasied by the International Accounting StandardarB. Also in our opinion, the Company
maintained, in all material respects, effectiveinal control over financial reporting as of Decem®1, 2007, based on criteria established in
Internal Contro—Integrated Frameworissued by the Committee of Sponsoring Organizatiofribe Treadway Commission (COSO). The
Company’s management is responsible for thesedinhstatements, for maintaining effective interoaitrol over financial reporting and for
its assessment of the effectiveness of internakrabaver financial reporting, included in “Managent’s Report on Internal Control Over
Financial Reporting” appearing under Item 15. Qagponsibility is to express opinions on these fingrstatements and on the Company’s
internal control over financial reporting basedoam audits (which was an integrated audit in 2007§.conducted our audits in accordance
with the standards of the Public Company Accoun@wgrsight Board (United States). Those standagsire that we plan and perform the
audits to obtain reasonable assurance about whné&inancial statements are free of material tatesnent and whether effective internal
control over financial reporting was maintaineclhmaterial respects. Our audits of the finanstatements included examining, on a test
basis, evidence supporting the amounts and dis@ssu the financial statements, assessing theuatiog principles used and significant
estimates made by management, and evaluating #ralbfinancial statement presentation. Our auflibternal control over financial reportil
included obtaining an understanding of internalta@rover financial reporting, assessing the risktta material weakness exists, and testing
and evaluating the design and operating effectis®ioé internal control based on the assessedQiskaudits also included performing such
other procedures as we considered necessary girtuenstances. We believe that our audits proviceagonable basis for our opinions.

A company’s internal control over financial repogiis a process designed to provide reasonableaassuregarding the reliability of financial
reporting and the preparation of financial statetséor external purposes in accordance with gelyeaacepted accounting principles. A
company'’s internal control over financial reportingludes those policies and procedures that (fppeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettitansactions and dispositions of the assetseofdmpany; (ii) provide reasonable assurance
that transactions are recorded as necessary tatggaparation of financial statements in accor@éawith generally accepted accounting
principles, and that receipts and expendituree®tbmpany are being made only in accordance witioaizations of management and
directors of the company; and (iii) provide readdleassurance regarding prevention or timely detecf unauthorized acquisition, use, or
disposition of the company'’s assets that could lzareaterial effect on the financial statements.
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Because of its inherent limitations, internal cohtiver financial reporting may not prevent or detmisstatements. Also, projections of any
evaluation of effectiveness to future periods agjext to the risk that controls may become inadégjbecause of changes in conditions, or
the degree of compliance with the policies or pdoces may deteriorate.

As described in “Management’s Report on Internaht@s Over Financial Reporting” appearing undenité5, management has excluded
Grupo IMSA SAB de CV (and its subsidiaries) fromdissessment of internal control over financiabrépg as of December 31, 2007 because
it was acquired by the Company in a purchase bssioembination in July 2007. We have also exclu@rgo IMSA SAB de CV (and its
subsidiaries) from our audit of internal controkovinancial reporting. Grupo IMSA SAB de CV (ans subsidiaries) is a wholly-owned
subsidiary whose total assets and total revenuies,tp giving effect to the elimination in constéition of intercompany transactions and
balances, amount to USD 5,894 million and USD 91&am, respectively, of the related consolidat@uhhcial statement amounts as of and for
the year ended December 31, 2007.

Buenos Aires, Argentina
June 25, 2008

PRICE WATERHOUSE & CO. S.R.1

by /s/ Marcelo D. Pfaff (Partne
Marcelo D. Pfafi
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TERNIUM S.A.

Consolidated financial statements
as of December 31, 2007 and 2006 and

for the years ended December 31, 2007, 2006 and 200

CONSOLIDATED INCOME STATEMENTS

Continuing operation

Net sales

Cost of sale:

Gross profil

Selling, general and administrative exper
Other operating income (expenses),
Operating incomi

Interest expens

Interest incomt

Other financial expenses, r

Excess of fair value of net assets acquired ovstr
Equity in (losses) earnings of associated comps
Income before income tax exper

Income tax expens

Income from continuing operatiol
Discontinued operatior

Income from discontinued operatic

Net income for the yes

Attributable to:

Equity holders of the Compat

Minority interest

Weighted average number of shares outstar

(Al amounts in USD thousands)

Year ended December 31

Basic earnings per share for profit attributablén® equity holders of the Compa

(expressed in USD per sha

Diluted earnings per share for profit attributatnlehe equity holders of the

Company (expressed in USD per sh:

Notes 2007 2006 2005

30 8,184,38; 6,565,58; 4,449,77,
6&30  (5796,04)  (4,296,97)  (2,486,97)
2,388,34 2,268,60: 1,962,79
7 (825,80) (624,78 (504,68)
9 23,87« (7,250) (65,949)
1,586,40i 1,636,56' 1,392,16.
30 &31 (142,13) (112,919 (81,60%)
30 66,87¢ 52,55¢ 32,32
10 & 30 (351,09() (322,41) (261,45;)
3 — — 188,35t
14 (7,065) 4,53 21,52
1,152,98 1,258,32; 1,291,30!
11 (162,64() (262,35() (218,49
990,34¢ 995,96t 1,072,81;

29 10,81¢ — —
1,001,161 995,96t 1,072,81:
28 784,49( 795,42 704,40¢
216,67 200,54 368,40’
1,001,161 995,96t 1,072,81:
28 2,004,743,44 1,936,833,06 1,209,476,60
0.3¢ 0.41 0.5¢
0.3¢ 0.41 0.54

The accompanying notes are an integral part oktheasolidated financial statements.
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TERNIUM S.A.

Consolidated financial statements

as of December 31, 2007 and 2006 and

for the years ended December 31, 2007, 2006 and 200
(Al amounts in USD thousands)

CONSOLIDATED BALANCE SHEETS

Notes

December 31, 200

December 31, 200!

ASSETS

Non-current assets
Property, plant and equipment, | 12
Intangible assets, n 13
Investments in associated compat 14
Other investments, n 15 & 30
Deferred tax asse 23
Receivables, ne 16 & 30

Current assets
Receivable: 17 & 30
Derivative financial instrumen 25
Inventories, ne 18
Trade receivables, n 19 & 30
Other investment 20
Cash and cash equivalel 20
Non-current assets classified as held for: 29

Total assets

EQUITY

Capital and reserves attributable to the compan’s equity holders

Minority interest

Total equity

LIABILITIES

Non-current liabilities
Provisions 21
Deferred income ta 23
Other liabilities 24
Trade payable 30
Borrowings 26

Current liabilities
Current tax liabilities
Other liabilities 24 & 30
Trade payable 30
Derivative financial instrumen 25
Borrowings 26
Liabilities directly associated with n-current assets classified as held for 29

Total liabilities
Total equity and liabilities

The accompanying notes are an integral part oktheasolidated financial statements.
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6,858,77' 5,420,68:
1,452,23| 551,58"
44,04: 16,28¢
14,81¢ 13,38"
31,79: 36,43¢

217,63¢ 8,619,29  78,90: 6,117,28.
426,03 175,81
577 7,857
1,913,05: 1,241,32!
847,82° 577,86t
65,33 —

1,126,04 4,378,87. 643,35, 2,646,21:

769,14 7,047

5,148,01: 2,653,25!

13,767,31 8,770,53'

4,452,68 3,757,55:

1,914,211 1,729,58:

6,366,809 5,487,14
57,34¢ 60,54:
1,337,03' 985,15t
336,50( 274,56¢
6,69( 7,22¢

3,677,49 541507 548,40: 1,875,89.
184,76t 103,19
182,23¢ 158,37«
983,88 621,75
13,29: 15,487

407,40 1,771,58/ 508,69 1,407,50.

213,76 —

1,985,34' 1,407,50.

7,400,42! 3,283,309

13,767,31 8,770,53'
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TERNIUM S.A.
Consolidated financial statements
as of December 31, 2007 and 2006 and
for the years ended December 31, 2007, 2006 and 200
(Al amounts in USD thousands)

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

Attributable to the Company’s equity holders (1)

Total Total
Initial Revaluation Capital Currency Equity at Equity at
public stock issue translation December 31 December 31
Capital offering and other discount Retained Minority
stock (2)  expense: reserves 3 adjustment earnings Total interest 2007 2006

Balance at January
Currency translation

2,004,74. (23,29 2,047,19! (2,324,86) (121,609 2,175,38 3,757,55! 1,729,558, 5,487,14 357591

adjustmen 10,86¢ 10,86¢ (13,019 (2,150 (36,907
Net income for the yes 784,490 784,49( 216,67¢ 1,001,16! 995, 96¢
Total recognized income

for the yeal 10,86¢ 784,49( 795,35¢ 203,65 999,01¢ 959,05¢

Dividends paid in cash al

other distribution (100,23Y) (100,23)) (100,23)) —
Dividends paid in cash a

other distributions by

subsidiary companie (20,000 (20,000 (27,17
Acquisition of busines

(see Note 3 (19%) (195) (154,69

Contributions from

shareholders
(see Note 1 — — 3,08t
Contributions from

minority shareholders

in consolidated

subsidiaries 1,16 1,16 —
Conversion o

Subordinated

Convertible Loans (see

Note 1) — — 605,92:
Initial Public Offering (se:
Note 1) — — 525,01¢

Balance at December 3. 2,004,74 (23,299 1,946,96. (2,324,86) (110,739 2,959,87- 4,452,68/ 1,914,21( 6,366,891 5,487,14.
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TERNIUM S.A.
Consolidated financial statements
as of December 31, 2007 and 2006 and
for the years ended December 31, 2007, 2006 and 200
(Al amounts in USD thousands)

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’' EQUITY (CONTINUED)

Attributable to the Company’s equity holders (1)

Total Total
Initial Revaluation Capital Currency Equity at Equity at
public stock issue translation December 31 December 31
Capital offering and other discount Retained Minority
stock (2)  expense: reserves 3 adjustment earnings Total interest 2006 2005
Balance at January 1,396,55. (5,456) 1,462,13 (2,298,04) (92,697 1,379,96( 1,842,45. 1,733,46! 3,575,91' 1,771,85
Currency translation
adjustmen (28,917 (28,91) (7,990 (36,907 (120,24
Net income for the ye: 795,42: 795,42« 200,54: 995,96¢ 1,072,81.
Total recognized income
for the yeal (28,917) 795,42: 766,500 192,55. 959,05¢ 95256
Dividends paid in cash al
other distributions — (238,657)
Dividends paid in cash a
other distributions by
subsidiary companie (27,17 (27,17% (130,57)
Acquisition of busines
(see Note 3 (32,429 (32,429 (122,26) (154,69() 1,171,42

Contributions from

shareholders
(see Note 1 33,801 43,10( (26,819 50,08: (46,999 3,08t 54,75¢
Conversion of

Subordinated

Convertible Loans (se

Note 1) 302,96: 302,96: 605,92: 605,92: —
Initial Public Offering (se:
Note 1) 271,42¢ (17,839 271,42 525,01¢ 525,01¢ (5,456

Balance at December 3. 2,004,74. (23,29Y) 2,047,19' (2,324,86) (121,608 2,175,38 3,757,55/ 1,729,58 5487,14 3,575,91

(1) Shareholder equity determined in accordance with accountinggiples generally accepted in Luxembourg is disadds Note 27 (iv)

(2) At December 31, 2007, the Capital Stock adds u)@064,743,442 shares at a nominal value of USDH.

(3) Represents the difference between book vali®orfmonetary contributions received from sharediddinder Luxembourg GAAP and
IFRS.

Dividends may be paid by Ternium to the extentriigtable retained earnings calculated in accoreavith Luxembourg law and regulations
exist. Therefore, retained earnings included is¢heonsolidated financial statements may not bdlywtdistributable. See Note 27 (iv). The
accompanying notes are an integral part of thessatiwlated financial statements.
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TERNIUM S.A.
Consolidated financial statements

as of December 31, 2007 and 2006 and
for the years ended December 31, 2007, 2006 and 200

(Al amounts in USD thousands)

CONSOLIDATED CASH FLOW STATEMENTS

Cash flows from operating activities

Net income for the ye:

Adjustments for
Depreciation and amortizatic
Income tax accruals less payme
Derecognition of property, plant and equipm
Excess of fair value of net assets acquired ovstr
Changes to pension pli
Equity in loss (earnings) of associated compa
Interest accruals less payme

Changes in provisior

Changes in working capit

Discontinued operatior

Others

Net cash provided by operating activities

Cash flows from investing activities
Capital expenditure
Changes in trust func
Acquisition of business

Purchase consideratit

Cash acquired (1
Income tax credit paid on business acquisi
Increase in other investmer
Investments in associated compat
Proceeds from the sale of property, plant and exeip
Discontinued operatior
Net cash used in investing activitie

Cash flows from financing activities

Dividends paid in cash and other distributionsdampany' s shareholder
Dividends paid in cash and other distributions blgssdiary companie

Net proceeds from Initial Public Offerir
Contributions from shareholde

Contributions from minority shareholders in condated subsidiarie

Proceeds from borrowing

Repayments of borrowing

Net cash provided by (used in) financing activitie
Increase (Decrease) in cash and cash equivale
Movement in cash and cash equivalent

At January 1,(2

Effect of exchange rate chanc

Increase (Decrease) in cash and cash equive
Cash and cash equivalents at December &
Non-cash transactions

Conversion of debt instruments into she

Year ended December 31

Notes 2007 2006 2005
1,001,16/  99596( 1,072,8L:
12813  565,84¢  424,49° 316,40
31 (181,049 (18,079 (44,009
9 (iii) — 13,32: 54,34
3 — — (188,35()
24 — 46,94 —
14 7,06t (4,53) (21,529
31 89,46° 4,197 24,52:
21&22  (10,12%) 33,80: 19,04¢
31 24,88: (276,15 54,42(
29 6,53¢ — —
60,41 25,00¢ (25,21%)
1,564,20 124497° 1,262,45
12813 (436,260  (405,81) (244,939
— 5,18¢ 83,57(
3 (1,728,86) (210,549 (2,196,67)
3 190,08’ — 520,75:
3 (297,70 — —
(65,33) — —

— (2,599) —

24,88 3,42¢ 6,06%

29 (10,43%) — —
(2,323,63) (610,35) (1,831,23)
(100,23) — (238,65;)
(20,000 (27,179  (130,57)

— 525,01 —

— 3,08¢ 54,75¢

1,16t — —
4,132,74 167,28 2,135,43
(2,760,93) (1,424,49)  (657,59)
1,252,73' (756,28 1,163,36
49329  (121,66)  594,59:
633,00.  754,98( 194,87
(258) (315  (34,48)

493297  (121,66)  594,59:

20  1,126,04 633,00  754,98(
— 605,92: 127,57

(1) The amount of cash acquired of USD 520,753 waspted as a movement in cash and cash equivaleDtcamber 31, 200!

(2) In addition, the Company has restricted cash fobU8,350 and USD 10,650 at December 31, 2006 awdmieer 31, 200¢

respectively

The accompanying notes are an integral part oktheasolidated financial statements.
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TERNIUM S.A.
Consolidated financial statements
as of December 31, 2007 and 2006 and
for the years ended December 31, 2007, 2006 and 200
(Al amounts in USD thousands)

INDEX TO THE NOTES TO THE CONSOLIDATED FINANCIAL ST ATEMENTS

Oo~NOOOT N WN K

Business of the Company, Initial Public Offeringlarorporate reorganizatic
Basis of presentatic

Acquisition of busines

Accounting policies

Segment informatio

Cost of sale:

Selling, general and administrative exper
Labor costs (included in cost of sales, sellingyegal and administrative expens
Other operating income (expense),

Other financial expenses, r

Income tax expens

Property, plant and equipment, |
Intangible assets, n

Investments in associated compar

Other investments, n- non curren
Receivables, ne- non curren

Receivable:- current

Inventories, ne

Trade receivables, n

Cash, cash equivalents and other investrr
Allowances and Provisior- non curren
Allowances- current

Deferred income ta

Other liabilities

Derivative financial instrumen
Borrowings

Contingencies, commitments and restrictions ordtkibution of profits
Earnings per shal

Discontinued operatior

Related party transactiol

Cash flow disclosure

Recently issued accounting pronouncem
Financial risk manageme

Post balance sheet eve
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TERNIUM S.A.
Notes to the Consolidated Financial Statements

1  Business of the Company, Initial Public Offering and corporate reorganization

Ternium S.A. (the “Company” or “Ternium”), a Luxemlrg Corporation (Societé Anonyme), was incorpatate December 22, 2003 to hold
investments in flat and long steel manufacturing distributing companies.

Near the end of 2004, Ternium was acquired bylilate parent company San Faustin N“San Faustin”), a Netherlands Antilles company,
to serve as a vehicle in the restructuring of SausEn’s investments in the flat and long steel ufecturing and distribution business. This
restructuring was carried out by means of a cotpaorganization through which Ternium was assighe equity interests previously held
San Faustin and its subsidiaries in various fldtlang steel manufacturing and distributing comparfthe “Corporate Reorganization”). The
Corporate Reorganization took place in fiscal y&@05. Until that date, Ternium was a dormant corgpan

On January 11, 2006, the Company successfully categbits registration process with the United St&ecurities and Exchange Commission
(“SEC") and announced the commencement of its affesell 24,844,720 American Depositary Shares (SADrepresenting 248,447,200
shares of common stock through Citigroup Globallkéts Inc., Deutsche Bank Securities Inc., JP Mogecurities Inc., Morgan Stanley &
Co. Incorporated, BNP Paribas Securities Corp.]d@a$ecurities (USA) Inc. and Bayerische Hypo-uretdinsbank AG (collectively, the
“Underwriters” and the offering thereunder, theitid Public Offering”). The Company’s Initial PublOffering was priced at USD20 per
ADS. The gross proceeds from the Initial Publice@ifig totaled USD 496.9 million and have been ueddlly repay Tranche A of the
Ternium Credit Facility, after deducting relategperses.

Ternium’s ADSs began trading on the New York Stegkhange under the symbol “TX” on February 1, 200 Company’s Initial Public
Offering was settled on February 6, 2006.

Also, the Company granted the Underwriters an opgxercisable for 30 days from January 31, 20®6utchase up to 3,726,708 additional
ADSs at the public offering price of USD20 per ARSs an underwriting discount of USDO0.55 per AD8.F&bruary 23, 2006 the
Underwriters exercised partially this over-allotrheption granted by the Company. In connection whik option, on March 1, 2006, the
Company issued 22,981,360 new shares. The grossqats from this transaction totaled USD46.0 million

In addition, during 2005, the Company entered theoSubordinated Convertible Loan Agreements fota aggregate amount of USD594
million to fund the acquisition of Hylsamex. As fgle provisions contained in the Subordinated Cdible Loan Agreements, the
Subordinated Convertible Loans would be conventénl shares of the Company upon delivery of TernfuADSs to the Underwriters. On
February 6, 2006, the Subordinated Convertible kdarcluding interest accrued through January 8062 were converted into shares at a
conversion price of USD 2 per share, resultindimissuance of 302,962,261 new shares on Febru2608.

Furthermore, in November 2005, Siderargica del fuBidetur S.A. (“Sidetur”), a subsidiary of Sidagica Venezolana Sivensa S.A.
(“Sivensa”), exchanged with Inversora Siderurgidaited (“ISL”, a wholly-owned subsidiary of Ternidsmxmajority shareholder) its 3.42%
equity interest in Consorcio Siderurgia Amazonid. l(tAmazonia”) and USD 3.1 million in cash for sba of the Company. On February 9,
2006, ISL contributed all of its assets and liaigiti (including its interest in Amazonia) to thengmany in exchange for 959,482,775 newly
issues shares of the Company after the settlenfiehé onitial Public Offering. The increase in etyuiesulting from this transaction is reflected
under “Contributions from shareholders” line iteimshe Statement of changes in shareholders’ equityamounts to USD 50,083.

After the completion of the Initial Public Offerinthe conversion of the Subordinated Convertiblarisy the exercise of the option granted to
the Underwriters and the consummation of the treticas contemplated in the Corporate Reorganizatgneement, 2,004,743,442 shares
(including shares in the form of ADSs) were outdiag.

2 Basis of presentatior

These consolidated financial statements have begraped in accordance with those IFRS standard$FRi€ interpretations issued and
effective or issued and early adopted as at the @ifpreparing these statements (February 2008sasd by the International Accounting
Standards Board. These consolidated financialrsttes are presented in thousands of United Statkssd(“USD”).

As mentioned in Note 1, Ternium was assigned thiétemterests previously held by San Faustin asdubsidiaries in various flat and long
steel manufacturing and distributing companiesth&se transactions were carried out among entitider common control, the assets and
liabilities contributed to the Company have beetoaated for at the relevant predecessor’s codeataig the carrying amount of such assets
and liabilities. Accordingly, the consolidated firtdal statements include the financial statemehtee@above-mentioned companies on a
combined basis at historical book values on a cagybasis as though the contribution had takeceptem January 1, 2003, (the transition date
to IFRS ) and no adjustment has been made to téflecalues at the time of the contribution.
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TERNIUM S.A.

Notes to the Consolidated Financial Statements (Ctuh)

2 Basis of presentation (continued

Detailed below are the companies whose consolidatadcial statements have been included in thessdalidated financial statements.

Company
Ternium S.A.

Hylsamex S.A. de C.V.(1

Siderar S.A.l.C

Sidor C.A.(2)

Ternium Internacional S.4

(formerly Techintrade Uruguay S.A

Il Industrial Investments Inc. S.A. de C.V.(
Inversiones Siderurgicas S.

Ylopa - Servicos de Consultadoria Lda.(4)

Consorcio Siderurgia Amazonia Ltd.{

Fasnet International S.;
Alvory S.A.

Comesi San Luis S.A.L.C (!

Inversiones Basilea S.A.(

Prosid Investments S.C.A.(

Impeco S.A.(7

Socominter de Guatemala S.A.

Ternium Internacional Espana S.L.U (forme
Socominter de Espafa S.A.U.)

Ternium International Ecuador S.A. (forme
Socotrading S.A.)(8

Ternium International USA Corporation (forme
Techintrade Corporation)(

Percentage of ownershig

Ternium Internationaal B.V. (formerly Techint Netherlands Marketing of steel products

Engineering Company B.V.)(¢

Country of at December 31,
Organization Main activity 2007 2006 2005
Luxembour( Holding of investments in flat and long sti
manufacturing and distributing compan 100.0(% 100.0% 100.0(%
Mexico Holding company 88.2% 88.22% 86.6¢%
Argentina  Manufacturing of flat steel produc 60.9%% 60.9% 56.01%
Venezuele Manufacturing and selling of steel produ 56.3¢% 56.3t% 53.2(%
Uruguay Holding company and marketing of st
products 100.0(% 100.0(% 100.0(%
Mexico Holding company — 100.0(% 100.0(%
Panamz Holding company — 100.0(% 100.0%
Madeira -  Participation in the debt restructuring process of
Free zone  Amazonia and Sidor C./ 95.66% 95.6€% 95.12%
Cayman Holding of investments in Venezuelan st
Islands companies 94.3% 94.3% 89.01%
Panam: Holding company 100.0(% 100.0% 100.0(%
Uruguay Holding of investment in procurement service
companies 100.0(% 100.0(% 100.0(%
Argentina  Production of cold or hot rold prepainte
formed and skelped steel she 61.32% 61.32% 56.01%
Chile Purchase and sale of real estate and « 60.9%% 60.9% 56.07%
Uruguay Holding company 60.95% 60.99% 56.0%
Argentina  Manufacturing of pipe produc 60.95% 60.99% 60.9%%
Guatemal: Marketing of steel produc 100.0% 100.0(% 100.0(%
Spain Marketing of steel produc
100.0(% 100.0% 100.0(%
Ecuadotl Marketing of steel produc
100.0(% 100.0(% 100.0(%
USA Marketing of steel products
100.0(% 100.0(% 100.0(%
100.0(% 100.0% 100.0(%
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2 Basis of presentation (continued

Percentage of ownership

Country of at December 31,

Company Organization Main activity 2007 2006 2005
Ternium Internacional Pert S.A.C. (formerly Peru Marketing of steel products 100.0(% 100.0(% 100.0(%

Techintrade del Pert S.A.C.)(
Ternium International Inc.(¢ Panam: Marketing of steel produc 100.0% 100.00% —
Hylsa S.A. de C.V.(9 Mexico  Manufacturing and selling of steel produ 88.21% 88.2:% 86.6(%
Ferropak Comercial S.A. de C.V.( Mexico  Scrap compan 88.23% 88.2% 86.6¢%
Ferropak Servicios S.A. de C.V.( Mexico  Services 88.23% 88.2% 86.6¢%
Galvacer America Inc(¢ USA Distributing compan) 88.21% 88.2:% 86.6(%
Galvamet America Corp(¢ USA Manufacturing and selling of insulates pa

products 88.21% 88.2:% 86.6{%
Transamerica E. & |. Trading Corp( USA Scrap compan 88.21% 88.2:% 86.6(%
Galvatubing Inc.(9 USA Manufacturing and selling of pipe produ 88.21% 88.2:% 86.6(%
Las Encinas S.A. de C.V.(9) Mexico  Exploration, explotation and pelletizing of iron
ore 88.23% 88.22% 86.6¢%

Técnica Industrial S.A. de C.V.( Mexico  Services 88.21% 88.2:% 86.6(%
Acerex S.A. de C.V Mexico  Tooling service: — — 43.3%%
Acerex Servicios S.A. de C. Mexico  Services — — 43.3%%
Consorcio Minero Benito Juarez Pefia Colorada Mexico  Exploration, explotation and pelletizing of iron

S.A.de C.V.(10 ore 44.1% 44.1% 43.3%
Pefia Colorada Servicios S.A. de C.V.( Mexico  Services 44.1:2% 44.11% 43.3%
Ternium Treasury Services S. Uruguay Financial Service 100.0%6 — —
Ternium Treasury Services B Holanda Financial Service 100.0% — —
Servicios Integrales Nova de Monterrey S.A. de Mexico  Medical and Social Services

C.V.(11) 65.7% — —
Ternium Mexico S.A. de C.\ Mexico  Holding company
(formerly Grupo Imsa S.A.B. de C.V 100.006 — —
Imsa Acero S.A. de C.V.(1: Mexico  Holding company 100.0% — —
Enermex S.A. de C.V.(1: Mexico  Holding company 100.0% — —
Sefimsa S.A. de C.V.(1: Mexico  Financial Service 100.0% — —
Ecore Holding S. de R.L. de C.V.(1 Mexico  Holding compan 100.0% — —
Neotec L.L.C.(12 USA Holding company 100.0% — —
Treasury Services L.L.C.(1: USA Financial Service 100.0% — —
APM, S.A. de C.V Mexico  Manufacturing and selling of steel produ 100.0% — —
Acedor, S.A. de C.V Mexico  Holding company 100.0% — —
Empresas Stabilit S.A. de C.V.(1 Mexico  Holding company 100.0% — —
Acerus S.A. de C.V.(12 Mexico  Manufacturing and selling of steel produ 100.0% — —
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2 Basis of presentation (continued

Company
Imsa Monclova S.A. de C.V.(L

Imsamex Ecuador S.A.(1

Industrias Monterrey S.A.(1:
Imsaacero Ecuador Holding S.A.(1
Corporativo Grupo Imsa S.A. de C.V.(1
Industrias Monterrey S.A. de C.V.(1
Ternium USA Inc. (formerly Imsa holding Inc.)(1
Industria Galvanizadora S.A.(1

Imsa Americas Inc.(1Z

Imsa Caribbean Inc.(1:

Imsa Colombia S.A.(12

Imsa Andina S.A.(12

Multypanel de América S.A.(1:

Industria Galvanizadora S.A.(1

Industria Galvanizadora de Honduras S.A. de C.V.
Industria Galvanizadora S.A. de C.V.(C

Industrias Monterrey S.A.(1:

Percentage of ownership

2005

Country of at December 31,
Organization Main activity 2007 2006
Mexico Services 100.0% —
Ecuador  Marketing of steel produc 100.0(% —
Guatemal: Manufacturing and selling of steel produ 100.0% —
Ecuador  Holding company 100.0% —
Mexico Services 100.0(% —
Mexico Manufacturing and selling of steel produ 100.0(% —
USA Holding company 100.0% —
Guatemal: Manufacturing and selling of steel produ 100.0(% —
USA Marketing of steel produc 100.0(% —
Puerto Ricit Manufacturing and selling of steel produ 100.0% —
Colombia Marketing of steel produc 100.0% —
Peru Marketing of steel produc 100.0(% —
Costa Rice Manufacturing and selling of insulates pa 100.0% —

products
Nicaragueé Manufacturing and selling of steel produ 99,3(% —
Honduras Manufacturing and selling of steel produ 99.2(% —
El Salvado Manufacturing and selling of steel produ 99.9% —
Costa Ricé Manufacturing and selling of steel produ 100.0(% —

() Indirectly through the participation of Terniuvexico S.A. de C.V. (70.00%) and Siderar S.A.(£2.92%). Total voting rights held:

99.92%.

(2) Indirectly through the participation in Amazoni&@(83%). Total voting rights held: 59.73'
(3) Formerly Il Industrial Investment Inc. BVI. As @fecember 13, 2007 it was merged into Ternium Mégiod. de C.V

(4) Directly (88,89%), indirectly through Prosid Invesnts S.C.A. (11.11%). Total voting rights held0 TD%.

(5) Directly (85,62%) and indirectly through the paigition in Prosid Investments S.C.A. (14.38%). Tetding rights held: 100.00%
(6) Indirectly through Siderar S.A.l.C. (99.00%) andfiam Internacional Uruguay S.A. (1.00%). Totaliagtrights held: 100.00%
(7) Indirectly through Siderar S.A.I.C. Total votinghits held 100.00%

(8) Indirectly through Ternium Internacional S.A. Uragu

(9) Indirectly through the participation in Hylsameotal voting rights held: 99.92%. See Note 3
(10) Indirectly through the participation in Hylsamesota@l voting rights held: 50.009

(11) Incorporated during 200

(12) Subsidiary of Ternium Mexico S.A. de C.V. (see N8t@)).
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2 Basis of presentation (continued

Elimination of all material intercompany transaaoscand balances between the Company and theirctespsubsidiaries have been made in
consolidation.

The consolidated financial statements have begraped under the historical cost convention, as fieadby the revaluation of available-for-
sale financial assets, and financial assets amaddial liabilities (including derivative instrumaitat fair value through profit or loss.

Certain comparative amounts have been reclassdiednform to changes in presentation in the ctipeniod.

The preparation of financial statements requiresagament to make estimates and assumptions thht affgct the reported amounts of as:
and liabilities and the disclosure of contingerstedts and liabilities at the balance sheet datestranreported amounts of revenues and exp
during the reporting periods. Actual results mdfedifrom these estimates.

These consolidated financial statements have bgemeed for issue by the board of directors on &eakyr 26, 2008.

3 Acquisition of business
(a) Grupo Imsa S.A.B. de C.V. (“Grupo Imsa”)

On April 29, 2007, Ternium entered into an agreeméth Grupo IMSA S.A.B. de C.V. (“Grupo Imsa”) afisfrupo Imsa’s controlling
shareholders under which Ternium obtained contfr@ropo Imsa for a total consideration (equity wglof approximately USD 1.7 billion.

Under the agreement, Ternium, through its whollywed/subsidiary Ternium Internacional Espafia S.lméde a cash tender offer under
applicable Mexican law for all of the issued andstanding share capital of Grupo Imsa at a pricd % 6.40 per share. Pursuant to the tender
offer, Ternium acquired 25,133,856 shares repraggft3% of the issued and outstanding capitahefdompany.

Concurrently with the consummation of the tendéemfon July 26, 2007, all the shares of Grupo Iths& were not tendered into the tender
offer (including the shares owned by Grupo Imsa&garity shareholders), representing 90.7% of Grupsa’s issued and outstanding share
capital were redeemed for cash pursuant to a ¢apdaction effected at the same price per share.

Accordingly, Ternium now owns all of Grupo Imsassied and outstanding share capital.

Grupo Imsa is a steel manufacturer with operatioridexico, the United States and Guatemala. Itdraannual production capacity of
2.2 million tons of hot rolled coils, 1.8 milliowns of cold rolled products and 1.7 million tonscofted products. In addition, Grupo Imsa
produces panels and other steel products.

Grupo Imsa contributed revenues of USD 976.3 nmilaod a net loss of USD 77.5 million in the perficam July 26, 2007 to December 31,
2007 (these amounts do not include revenues @roéts generated by discontinued operations). Atek value of Grupo Imsa’s net assets
acquired totals USD 543.9 million. The fair valdeassets and liabilities arising from the transactre as follows:
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3 Acquisition of business (continued

USD Thousands

Fair value Book value

Property, plant and equipme 1,602,39 1,205,12i
Intangible assel 456,40« 73,225
Inventories 501,30« 501,30:-
Cash and cash equivalel 190,08" 190,08°
Deferred Tax Liabilitie: (481,93() (253,99))
Provisions (10,01) (10,01)
Borrowings (2,437,67) (1,437,67))
Other assets and liabilities, r (99,069 (99,069
Net assets pertaining to discontinued operai® 485,65: 374,94¢
Net 1,207,15! 543,94¢
Goodwill 455,77¢

Goodwill - Discontinued operatior 65,74(

Total Purchase Consideration 1,728,67.

Other cash consideratior— Income Tax paid on the transactior 297,70(

(1) These amounts do not include the goodwill attriblgtdo discontinued operations for USD 65.7 milli

Goodwill, representing the excess of the purchaise paid over the fair value of identifiable assdiabilities and contingent liabilities totaled
USD 521.5 million. Goodwill derives principally fnro synergies expected to be obtained by the Comatierthe transaction, as well as the
value of the going concern element of the acquiree.

Upon consummation of the transaction, the Compaaxy subject to an income tax payment of USD 297llfomi This payment can be credit
against future income tax obligations for the follog three fiscal years. As the Company expectgetterate sufficient taxable income in that
period, the above mentioned amount has been caadids an income tax prepayment (USD 222.7 mitiave been disclosed under Other
Receivables line item and USD 75.0 million haverbefset against Current Tax Liabilities at DecemBg, 2007).

The transactions were financed primarily throughititurrence of debt as follows:

. Ternium made several borrowings in an aggregateipal amount of USD 125 million under a loan fagi(the “ Ternium Facility”) with
a syndicate of banks led by Calyon New York Braastadministrative agent, the proceeds of which werearily used to finance the
above described tender offer. Ternium’s loans uttgemernium Facility will be repaid in nine congéige and equal semi-annual
installments commencing on July 26, 2008. On Jan28&yr 2008, the company prepaid all of its outstagabligations with Calyon New
York Branch, amounting to approximately USD 129 iliom.

. Ternium’s subsidiary Hylsa S.A. de C.V. (“Hylsa”jaate several borrowings in an aggregate principaluarinof 3,485 million under a
loan facility (the “Hylsa Facility”) with a syndit¢a of banks led by Calyon New York Branch as adstiative agent, the proceeds of
which were primarily used to finance the above dbsd capital reduction by Grupo Imsa, to refinaegisting indebtedness of Grupo
Imsa and Hylsa and to pay taxes, fees and expegels¢sd to the transactior

Grupo Imsa assumed on August 3, 2007 certain adddylloans under the Hylsa Facility, as well asiign of Hylsa’'s remaining unused
commitments. Following the assumption date:

. Hylsa’s debt under the Hylsa Facility amounted 8®0U2,070 million in principal amount, and Grupo aissdebt under that facility
amounted to USD 1,415 million in principal amouatd

. Grupo Ims’s unused commitment under the facility amounted$® 140 million.

The loans of each of Hylsa and Grupo Imsa are divid two tranches of equal principal amount. Thend loans will be repaid in seven equal
semi-annual installments beginning on January @892while tranche B loans will be repaid in onstéiment due on July 26, 2012.
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3 Acquisition of business (continued

Each of the Ternium Facility and the Hylsa Facitipntains covenants customary for transactionkisftype, including limitations on liens and
encumbrances, restrictions on investments andatapipenditures, limitations on the sale of certeaets and compliance with financial ratios
(e.g., leverage ratio and interest coverage rafiogre are no limitations to the payment of dividennder either facility, except in case of non
compliance of the above mentioned covenants.

Pro forma data including acquisitions for the yearded December 31, 20

Had the Grupo Imsa transaction been consummatddrmmary 1st., 2007, then Ternium’s unaudited pnm#&onet sales and net income for the
year ended December 31, 2007 would have been appately $9.6 billion and $0.8 billion, respectiveljhese pro forma results were prep:
based on public information and unaudited accogm&tords maintained prior to such transactionajdsted by depreciation and
amortization of tangible and intangible assetsiatetest expense of the borrowing incurred fortthesaction as described above.

(b) Acerex S.A. de C.V.

In April 2006, the Company acquired a 50% equitgriest in Acerex S.A. de C.V. (“Acerex”) through gubsidiary Hylsa S.A. de C.V. for a
total purchase price of USD 44.6 million. Upon cdetion of this transaction Hylsa S.A. de C.V. owli0% of Acerex. Acerex is a service
center dedicated to processing steel to produce-Ergth and steel sheets in various widths. Acegerates as a cutting and processing plant
for Ternium’s Mexican operations and as an indepahgrocessor for other steel companies. On Augluis2006 Acerex S.A. de C.V. was
merged into Hylsa S.A. de C.V.

As permitted by IFRS 3 “Business Combinations” RI& 3”), the Company accounted for this acquisitiader the economic entity model,
which requires that the acquisition of an additi@guity interest in a controlled subsidiary beagotted for at its carrying amount, with the
difference arising on purchase price allocationqanting to USD 24.3 million) being recorded dirgdti equity.

(c) Additional shares of Siderar bought by TerniBrA.

On December 28, 2006, Ternium S.A. acquired fronROMnternational S.A. 16,860,000 shares of Sid&tar.l.C, representing 4.85% of that
company, for an aggregate purchase price of USDb1@illion. After this acquisition Ternium has ieased its ownership in Siderar to
60.93%.

As permitted by IFRS 3, the Company accountedHisrdcquisition under the economic entity modelicivirequires that the acquisition of an
additional equity interest in a controlled subsigibe accounted for at its carrying amount, with difference arising on purchase price
allocation (amounting to USD 8.1 million) being oeded directly in equity.

(d) Impeco S.A.

On November 18, 2005, Ternium’s Argentine subsidiSiderar, agreed to acquire assets and facibfiécindar Industria Argentina de
Aceros S.A. related to the production of weldeelIspépes in the province of Santa Fe in Argentaswell as 100% of the issued and
outstanding shares of Impeco S.A., which in turmew plant located in the province of San Luis igehtina. Purchase price paid totaled L
55.2 million. These two plants have a productiopacity of 140 thousand tons per year of tubes todegl in the construction, agricultural and
manufacturing industries. The acquisition has kaggroved by the Argentine competition authoritied ewas completed on January 31, 2006.
This acquisition did not give rise to goodwill.

The acquired business contributed revenues of UEB million in the year ended December 31, 200& fHir value of assets and liabilities
arising from acquisition are as follows:

USD Thousand:

Property, plant and equipme 47,82¢
Inventories 8,18(
Deferred tax liabilitie: (87%)
Others assets and liabilities, 1 53
Net 55,18:
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3 Acquisition of business (continued
(e) Hylsamex

On May 18, 2005, Il BVI, Hylsamex S.A. de C.V. afAta entered into the Hylsamex Acquisition Agreerhd?ursuant to the terms of the
Hylsamex Acquisition Agreement, on July 26, 2006BVI launched a cash tender offer in Mexico fbetacquisition of all the outstanding
shares of Hylsamex. On August 22, 2005, the adépndby Il BVI of a controlling interest in Hylsaex and of Alfa’s minority interests in
Amazonia, Ylopa and Hylsa Latin was consummate@ Cbompany acquired an indirect controlling interedtlylsamex and its subsidiaries,
and the indirect equity stakes owned by Hylsaméoti:er controlling shareholder, Alfa, in AmazoniadaYlopa. Il BVI and Siderar acquired
70.0% and 29.3% of the shares of Hylsamex, respdytby a total amount of USD 2,095 million. Ill B¥lso acquired an additional 10.5%
direct and indirect interest in Amazonia and anitamithl 11.1% interest in Ylopa by USD 91.9 millidBubsequently, Siderar purchased
additional shares of Hylsamex in the open marke&ftotal amount of USD 9.7 million, thus reaching9.9% equity interest in that company.

Hylsamex’s main business is the production ofdiad long steel products, with manufacturing plémtated in the cities of Monterrey and
Puebla, Mexico, and is a leader in the productiocoated steel.

The acquired business contributed revenues of UED87million and net income of USD 25.4 millionttee Company in the year ended
December 31, 2005. The book value of net assetsiradgtotals USD 1,492 million. The fair value afsats and liabilities arising from
acquisition are as follows:

USD Thousand:

Property, plant and equipme 2,129,32!
Inventories 345,05:
Cash and cash equivalel 215,41:
Deferred tax liabilitie: (449,53)
Pension benefit (116,860)
Borrowings (751,73()
Others assets and liabilities, | 488,29'
Minority interest (156,657
Net 1,703,30:

Goodwill, representing the excess of the purchaise paid over the fair value of identifiable assédiabilities and contingent liabilities
acquired, totaled USD 399.7 million.

(f) Additional shares of Hylsamex bought by Siderar

On June 19, 2006, Siderar completed the acquisifi@#0,745 additional shares of Hylsamex, reprisgi®.2% of that company’s issued and
outstanding common stock, for a total consideratibdSD 3.3 million. This acquisition was effectiéuiough a trust fund established by
Siderar in 2005 in connection with the initial atgition of Hylsamex (see note 3(e)). Goodwill reésig from this acquisition totaled USD 0.7
million. During 2007, Siderar completed the acdiosi of 56,502 additional shares of Hylsamex, reprging 0.01% of that company’s issued
and outstanding common stock, for a total constamraf USD 0.2 million.

(9) Amazonia

On February 3, 2005, Ylopa exercised its optioodovert the outstanding balance of the Amazoniaedible debt instrument into newly
issued shares of that company. On February 15,,2@03% shares of Amazonia were issued in exchang@doconvertible instrument. As a
result, Terniums indirect participation in Amazonia increased fr8in03% to 53.47%, thereby increasing its indipasticipation in Sidor fror
18.53% to 31.94%. This acquisition has been aceolfar following the provisions contained in IFR&13d, accordingly, assets acquired and
liabilities assumed have been valued at fair valiéal purchase consideration, representing theyicgramount of the convertible debt
instrument at the date of conversion, accountedfiD127.6 million, of which USD82.0 million correspd to the majority shareholders. The
excess of Ternium’s interest in the net fair vadfidmazonia’s identifiable assets, liabilities azwhtingent liabilities over the purchase price
(amounting to USD 188.4 million) has been recogmizeincome for the year. The main factor that dboted to a purchase price significantly
below the fair value of net assets acquired igithenturn experienced by steel prices until 2003usTthe convertible debt instrument was
issued at a time when Amazonia was undergoing erseyisis affecting its business and financialditbon, this situation being opposite to the
current business condition on the date the conmerfsiature was exercised and the business comtninags effected. In addition, as also
required by IFRS 3, the Company recorded in eghigyexcess of the fair value of its pre-acquisititerest in Amazonia net assets over th
corresponding carrying amounts.
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3 Acquisition of business (continued

The acquired business contributed revenues of U8B815 million to the Company in the year endedddeiger 31, 2005. The book value of
net assets acquired totals USD 928 million. Thevalue of assets and liabilities arising from asijion are as follows:

USD Thousand:

Property, plant and equipme 2,444,28!
Inventories 284,67¢
Cash and cash equivalel 305,34.
Deferred Tax Liabilitie: (284,247
Pension Benefit (78,42%)
Provisions (37,169
Borrowings (656,659
Others assets and liabilities, 1 (13,459
Minority Interest (795,179
Net 1,169,18.

4 Accounting policies

The following is a summary of the principal accangtpolicies followed in the preparation of thesmsolidated financial statements:
(&) Group accounting

(1) Subsidiary companies

Subsidiary companies are those entities in whienGbmpany has an interest of more than 50% ofdkiagy rights or otherwise has the power
to exercise control over the operating decisionfskliaries are consolidated from the date on whaitrol is transferred to the Company and
are no longer consolidated from the date that obn&ases. The purchase method of accounting éstoseccount for the acquisition of
subsidiaries. The cost of an acquisition is meakasethe fair value of assets given up, sharesdssuliabilities undertaken at the date of
acquisition, plus costs directly attributable te Hrquisition. The excess of the acquisition cest the Company’s share of the fair value of net
assets acquired is recorded as goodwill. Acquisitibminority interests in subsidiaries is accodri@ following the economic entity model
and, accordingly, assets acquired and liabilitessiened are valued at book value and the differariseag on purchase price allocation is
recorded in equity under “Revaluation and otheemess” line item. Material intercompany transacsiomalances and unrealized gains on
transactions among the Company and its subsidiaresliminated; unrealized losses are also elitathanless cost cannot be recovered.
However, the fact that the functional currency e subsidiaries is their respective local curregeyperates some financial gains (losses)
arising from intercompany transactions, that actuithed in the consolidated income statement undeerdinancial expenses, net.

(2) Associated companies

Associated companies are entities in which Ternjemerally has between 20% and 50% of the votirfysjgr over which Ternium has
significant influence, but which it does not comtiavestments in associated companies are acaddiotelsing the equity method of
accounting. Under this method the Company’s shitieeopost-acquisition profits or losses of an aggted company is recognized in the
income statement and its share of post-acquisifi@mges in reserves is recognized in reservescUinelative post-acquisition changes are
adjusted against the cost of the investment. Uizezhlgains on transactions among the Company aras#ociated companies are eliminated to
the extent of the Company’s interest in such assedicompany; unrealized losses are also eliminatkxbs the transaction provides evidence
of an impairment of the transferred asset. WherCtyapany's share of losses in an associated comgigumls or exceeds its interest in such
associate, the Company does not recognize furtisses unless it has incurred obligations or magmeats on behalf of such associated
company.
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4 Accounting policies (continued)
(3) First-time application of IFRS
The Company’s transition date is January 1, 20@8nitim prepared its opening IFRS balance shebtatate.

In preparing its financial statements in accordamite IFRS 1, the Company has applied the mandarcgptions and certain of the optional
exemptions from full retrospective application BRIS, as detailed below:

3.1. Exemptions from full retrospective applicatienelected by the Company

The Company has elected to apply the followingal exemptions from full retrospective application
(a) Fair value as deemed cost exemption

Ternium has elected to measure its property, @adtequipment at fair value as of January 1, 2003.
(b) Cumulative translation differences exemption

Ternium has elected to set the previously accuradlatimulative translation to zero at January 13208is exemption has been applied to all
subsidiaries in accordance with IFRS 1.

3.2 Exceptions from full retrospective applicatidallowed by the Company
Ternium has applied the following mandatory exaapifrom retrospective application.
(a) Derecognition of financial assets and liabé#i exception

Financial assets and liabilities derecognized leedanuary 1, 2003 are notresognized under IFRS. However, this exceptiond@anpact or
these financial statements as it was not applicsiblee the Company did not derecognize any findasisets or liabilities before the transition
date that qualified for recognition.

(b) Hedge accounting exception

The Company has no derivatives that qualify forgeedccounting. This exception is therefore notiapple.

(c) Estimates exception

Estimates under IFRS at January 1, 2003 shoulahsistent with estimates made for the same dateryrévious GAAP.
(d) Assets held for sale and discontinued operatexteption

Ternium did not have assets that met the helddt-criteria (as defined by IFRS 5) at the traositiate (January 1, 2003).
(b) Foreign currency translation

(1) Functional and presentation currency

Items included in the financial statements of eafcthe Company’s subsidiaries and associated coipane measured using the currency of

the primary economic environment in which the gmiperates (the “functional currency”). The funati currency of the Company is the U.S.
dollar. Although Ternium is located in Luxembouitgyperates in several countries with differentrencies. The USD is the currency that best
reflects the economic substance of the underlyiremts and circumstances relevant to Ternium asaewh

(2) Subsidiary companies

The results and financial position of all the graurities (none of which operates in a hyperindlaéiry economy) that have a functional
currency different from the presentation currerarg, translated into the presentation currency lksifs:

(i) assets and liabilities are translated at tlosioly rate of each balance sheet;

(i) income and expenses for each income statearertranslated at average exchange rates; and

(iii) all resulting translation differences are ognized as a separate component of equity.
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4 Accounting policies (continued)
(b) Foreign currency translation (continued)

In the case of a sale or other disposition of arohsubsidiary, any accumulated translation diffees would be recognized in the income
statement as part of the gain or loss on sale.

(3) Transactions in currencies other than the fiorel currency

Transactions in currencies other than the functionaency are accounted for at the exchange mtsiling at the date of the transactions.
Gains and losses resulting from the settlementicii sransactions and from the translation of mayedasets and liabilities denominated in
currencies other than the functional currency aoegnized in the income statement, including theifm exchange gains and losses from
intercompany transactions.

(c) Property, plant and equipment

Land and buildings comprise mainly factories arfite$. All property, plant and equipment are reépga at historical acquisition or
construction cost less accumulated depreciatioreandmulated impairment (if applicable), exceptléod, which is carried at acquisition cost
less accumulated impairment (if applicable). Newveldss, as mentioned in Note 4(a), property, @adtequipment have been valued at its
deemed cost at the transition date to IFRS.

Major overhaul and rebuilding expenditures are gaixed as a separate asset when future economaditseare expected from the item, and
the cost can be measured reliably.

Ordinary maintenance expenses on manufacturingeptiep are recorded as cost of products sold ipéhied in which they are incurred.

In accordance with IAS 23, borrowing costs thatattgbutable to the acquisition or constructiorceftain capital assets could be capitalize
part of the cost of the assets. Capital assetstitcch borrowing costs may be capitalized are tttbaérequire a substantial period of time to
prepare for their intended use. At December 317266 borrowing costs have been capitalized.

Where a tangible fixed asset comprises major compisrhaving different useful lives, these composiant accounted for as separate items.

Leases where the lessor retains a significant@oudf the risks and rewards of ownership are diasisas operating leases. Payments made
under operating leases (net of any incentives veddrom the lessor) are charged to the incomersiant on a straight-line basis over the
period of the lease.

Depreciation method is reviewed at each balancetstate. Depreciation is calculated using the gittdine method to amortize the cost of
each asset to its residual value over its estimadefll life as follows:

Land No Depreciatio
Buildings and improvemen 20-40 year
Production equipmet 15-25 year
Vehicles, furniture and fixtures and other equiptr 5-15 year

The assets’ useful lives are reviewed, and adjustggpropriate, at each balance sheet date.

Gains and losses on disposals are determined bgarimg the proceeds with the corresponding carrgimgunts and are included in the
income statement.

If the carrying amount of an asset were greatar ttsaestimated recoverable amount, it would bet@midown to its recoverable amount. (see
Note 4 (e)Impairment”).

(d) Intangible assets
(1) Information system projects

Generally, costs associated with developing or taaiing computer software programs are recognizegheexpense as incurred. However,
costs directly related to the acquisition and impatation of information systems are recognizethiangible assets if they have a probable
economic benefit exceeding the cost beyond one year
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4 Accounting policies (continued)
(d) Intangible assets (continued

Information system projects recognized as assetaraortized using the straight-line method oveir theeful lives, not exceeding a period of 3
years. Amortization charges are included in costatds, selling, general and administrative expe!

(2) Mining concessions and exploration costs

Mining license was recognized as a separate inténgsset upon the acquisition of Hylsamex and etm@p the right to exploit or explore the
mines and is recognized at its fair value less medated amortization. Amortization charge is cated according to the mineral extracted in
each period and is included in cost of sales.

Exploration costs are classified as intangible tasgetil the production begins. Exploration costst@sted for impairment annually.
(3) Goodwill

Goodwill represents the excess of the acquisit@st over the fair value of Ternium’s participatioracquired companies’ net assets at the
acquisition date. Under IFRS 3, goodwill is consédkto have an indefinite life and not amortizedt, ib subject to annual impairment testing.

Goodwill is allocated to cash-generating unitstf@ purpose of impairment testing. The allocat®made to those cash-generating units
expected to benefit from the business combinatibithvgenerated the goodwill being tested.

(4) Research and development

Research expenditures are recognized as expensesiagd. Development costs are recorded as é¢astles in the income statement as
incurred because they do not fulfill the criterda €apitalization. Research and development expenedi for the years ended December 31,
2007, 2006 and 2005 totaled USD 1.5 million, USBrillion and USD 2.1 million, respectively.

(5) Customer relationships intangible asset acogiirea business combination

In accordance with IFRS 3 and IAS 38, Ternium leg®gnized the value of customer relationships seglgrfrom goodwill attributable to the
acquisition of Grupo Imsa.

Customer relationships are amortized over a udiggubf approximately 10 years.
(6) Trademarks

In accordance with IFRS 3 and IAS 38, Ternium leg®gnized the value of trademarks separately frootgill attributable to the acquisition
of Grupo Imsa.

Trademarks are amortized over a useful life of apipnately 5 years.
(e) Impairment

Assets that have an indefinite useful life aresudiject to amortization and are tested annuallynfipairment. Assets that are subject to
amortization and investments in affiliates are eexdd for impairment whenever events or changesdarmstances indicate that the carrying
amount may not be recoverable. An impairment Isss¢ognized for the amount by which the assetiyicey amount exceeds its recoverable
amount. The recoverable amount is the higher afsset’s fair value less cost to sell and the ptesdoe of estimated future cash flows. For
purposes of assessing impairment, assets are gratipiee lowest levels for which there are sepgriadentifiable cash flows (cash-generating
units).

At December 31, 2007, 2006 and 2005, no impairmemtisions were recorded.
(H  Other investments

Other investments consist primarily of investmentBnancial debt instruments and equity investrsemtere the Company holds less than
of the outstanding equity and does not exert sicanit influence.

Under IAS 39 “Financial Instruments: Recognitiordddeasurement”, investments have to be classifigglthe following categories: financial
assets at fair value through profit or loss; heldraturity investments; loans and receivables amadlable-for-sale financial assets. The
classification depends on the purpose for whichnkiestments were acquired.
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4 Accounting policies (continued)

(H  Other investments (continued)

Management determines the classification of ite&ments at initial recognition. The entity claigsifits investments as financial assets at fair
value through profit or loss.

All purchases and sales of investments are recedron the trade date, which is not significanti§edent from the settlement date, which is
date that Ternium commits to purchase or sellnhestment.

Income from financial instruments is recognize®iher financial expenses, net in the income stat¢énhaterest receivable on investments in
debt securities is calculated using the effectate.rDividends from investments in equity instrutseare recognized in the income statement
when the Company’s right to receive payments igtdished.

(9) Inventories

Inventories are stated at the lower of cost (cateul using the first-in-first-out “FIFO” method) pet realizable value. The cost of finished
goods and goods in process comprises raw matetiedst labor, depreciation, other direct costs esdted production overhead costs. It
excludes borrowing costs. Net realizable valudésdstimated selling price in the ordinary courfdeusiness, less the costs of completion and
selling expenses. Goods acquired in transit at gedrare valued at supplier’s invoice cost.

For purposes of determining net realizable valie Gompany establishes an allowance for obsoledloarmoving inventory in connection
with finished goods and goods in process. The alae for slowmoving inventory is recognized for finished goodsl @oods in process bas
on management’s analysis of their aging.

In connection with supplies and spare parts theutation is based on management’s analysis of Hggirg, the capacity of such materials to be
used based on their levels of preservation andterzmce and the potential obsolescence due todlegjical change.

(h) Trade receivables

Trade and other receivables are carried at faceevaks an allowance for doubtful accounts, if @pple. This amount does not differ
significantly from fair value.

A provision for impairment is established when &herobjective evidence that a financial assetroug of assets is impaired. Objective
evidence that a financial asset or group of assétspaired includes observable data that comésat@ttention of the Company about a loss
event, such as a significant financial difficultfitbe obligor or a breach of contract. The amourhe impairment is determined as the
difference between the asset’s carrying amountlamgresent value of estimated future cash flowsalinted at the asset’s original effective
interest rate. The amount of the loss is recognizéke income statement.

(i) Cash and cash equivalent

Cash and cash equivalents and highly liquid stesrtrtsecurities are carried at fair market value.

For purposes of the cash flow statement, cash asil @quivalents comprise cash, bank current acsaumat short-term highly liquid
investments (original maturity of less than 90 days

In the consolidated balance sheet, bank overdaeadtéincluded in borrowings within current liabiisi.

() Non current assets (disposal group) classified a®ld for sale
Non-current assets (disposal groups) are classifiedsats held for sale and stated at the lower ofingramount and fair value less cost to
if their carrying amount is recovered principallydugh a sale transaction rather than through eimeong use.

The carrying value of non-current assets classidietield for sale, net of liabilities directly asisted with them, at December 31, 2007, totals
USD 555.4 million, of which USD 547.9 corresponditscontinued operations (see notes 29 and 34Y&fl 7.5 million correspond
principally to land and other real estate itemde &expected to be completed within a one-ye&goge
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4 Accounting policies (continued)

(k) Shareholder¢ equity
The consolidated statement of changes in sharetsokelguity for the years 2007, 2006 and 2005 wapared based on the following criteria:

. Currency translation differences arising from ttamslation of financial statements expressed irecuies other than the U.S. dollar are
shown in a separate lin

. Expenses incurred in connection with the InitiablRuOffering at December 31, 2006 and 2005 tot&J&D 17.8 million and USD
5.5 million, respectively, and have been deductethfequity, since they directly relate to a tratissmcwhich itself is to be recorded in
equity.

. For purposes of preparing the combined statemecttarfiges in shareholders’ equity for the year ef@stember 31, 2005, shown as
comparative information, dividends include the dands paid by Il (BVI) to San Faustin, and dividemaid by Ylopa to Tenaris, as if
they had been paid by Ternium to San Faustin oaff®rOther distributions comprise loans granted lmpa and Amazonia to its
shareholders that are in substance capital natamedctions. These loans are non-interest beatilifies granted by Ylopa to its
shareholders based on their respective stockhddiftgese loans mature in one year, although debterallowed to make partial or full
prepayments at any time. However Ylopa's intenigoto offset the outstanding balance of such fiediagainst future dividend
distributions. Accordingly, these credits have bskown as a reduction to equi

() Borrowings

Borrowings are recognized initially for an amouqual to the proceeds received. In subsequent rmmirowings are stated at amortized ¢
any difference between proceeds and the redemypdiloie is recognized in the income statement owep#riod of the borrowings.

Capitalized borrowing costs are amortized ovetifeeof their respective debt.

(m) Income taxes- current and deferred

Under present Luxembourg law, so long as the Compaintains its status as a holding company, noriretax, withholding tax (including
with respect to dividends), or capital gain tapayable in Luxembourg by the Company.

The Company has qualified for, and was admittedhi® Billionaire holding company tax regime in aamgtion with the financing holding
company tax regime in Luxemburg starting Janua2006.

On December 29, 2006, the Grand-Duchy of Luxembaargpunced the decision to terminate its 1929 hgldompany regime, effective
January 1, 2007. However, under the implementigislation, pre-existing publicly listed companiésc{uding Ternium S.A.) will be entitled
to continue benefiting from their current tax regiomtil December 31, 2010.

The current income tax charge is calculated orb#ss of the tax laws in force in the countriegviich Ternium’s subsidiaries operate.
Management evaluates positions taken in tax retuitisrespect to situations in which applicable tagulation could be subject to
interpretation. A liability is recorded for tax befits that were taken in the applicable tax returhhave not been recognized for financial
reporting.

Deferred income taxes are calculated, using thditiamethod, on temporary differences arisingvibetn the tax bases of assets and liabilities
and their carrying amounts in the financial statets.eThe principal temporary differences ariseigad assets, originated in different valuation
and useful lives considered by accounting standamdsax regulations, tax loss carry-forwards, im@édes valuation and provisions for
pensions. Deferred tax assets and liabilities arasured at the tax rates that are expected to apthlg period when the asset is realized or the
liability is settled, based on tax rates and tawsl¢hat have been enacted or substantially enattibe balance sheet date. Under IFRS, defi
income tax assets (liabilities) are classified @s-ourrent assets (liabilities).

Deferred tax assets are recognized to the extenpibbable that future taxable income will beikakde to offset temporary differences.

Deferred income tax is provided on temporary déferes arising on investments in subsidiaries asacéated companies, except where the
timing of the reversal of the temporary differefeeontrolled by the Company and it is probablé the temporary difference will not reverse
in the foreseeable future.
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4 Accounting policies (continued)
(m) Income taxes- current and deferred (continued)

Under Mexican law, Ternium’s subsidiaries are regghito pay their employees an annual benefit caledlon a basis similar to that used for
local income tax purposes. Employee statutory psbfaring is calculated using the liability methadd is recorded in current other liabilities
and non current other liabilities on the balanoseshBecause Mexican employee statutory profitisgas determined on a basis similar to that
used for determining local income taxes, the Comacounts for temporary differences arising betwtbe statutory calculation and the
reported expense determined under IFRS in a maiméar to calculation of deferred income tax.

(n) Employee liabilities
(1) Pension obligation

The Company has defined benefit and defined carttdb plans. A defined benefit plan is a pensianphat defines an amount of pension
benefit that an employee will receive on retiremestially dependent on one or more factors suegesyears of service and compensation.

The liability recognized in the balance sheet spext of defined benefit pension plans is the ptesaue of the defined benefit obligation at
the balance sheet date, together with adjustmentsfrecognized actuarial gains or losses andsgagice costs. The defined benefit obligation
is calculated annually by independent actuariesgusie projected unit credit method.

Actuarial gains and losses arising from experieadjastments and changes in actuarial assumptiensharged or credited to income over the
employees’ expected average remaining working lives

Past-service costs are recognized immediatelydone, unless the changes to the pension plan adétiomal on the employees remaining in
service for a specified period of time (the vesfiegiod). In this case, the past-service costaarartized on a straight-line basis over the
vesting period.

Sidor

In compliance with the requirements establishethleyshare purchase agreement subscribed in commedth the acquisition of Sidor, and as
provided by the agreement entered into with theminépresenting Sidor's employees, on July 6, 1988)r has established a defined
contribution plan providing for certain pension astber post-retirement benefits for qualifying eoydes. This plan is financed through
contributions made by that company and active eygas. Although the plan does not provide for thewamts to be paid to employees upon
retirement, for purposes of International AccougtBtandard No. 19 “Employee Benefits”, Sidor’s gations have been calculated based on
actuarial calculations prepared assuming this glalifies as a defined benefit plan.

Hylsame»

The valuation of the liabilities for employee retiment plans (pensions and seniority premiums) soatemployees and is based primarily on
their years of service, their present age and teemuneration at the date of retirement. The cbdteoemployee retirement plans (pension,
healtheare expenses and seniority premiums) is recogrigesh expense in the year in which services adered in accordance with actua
studies made by independent actuaries. The formtisdment plans are congruent with and complemgititathe retirement benefits establist
by the Mexican Institute of Social Security. Additally, the Company has established a plan to dosalth-care expenses of retired
employees. The Company has established irrevotalgefunds for the payment of pensions and segipremiums, as well as for health-care
expenses.

Siderar

Siderar implemented an unfunded defined benefitleyae retirement plan for certain officers on Auglis1995. The plan is designed to
provide retirement, termination and other beneditdhose officers. For its main plan, Siderar isteculating assets for the ultimate payment of
those benefits in the form of investments thatyctime limitations for their redemption. The invesnts are not part of a particular plan, nor
are they segregated from Siderar’s other assedghanefore this plan is classified as “unfundedtier IFRS definitions. Benefits provided by
the plan are denominated in U.S. Dollars and ditzded based on a seven-year salary average.
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(n) Employee liabilities (continued)

Grupo IMSA

Grupo Imsa has a defined contribution pension piiim the objective of offering retirement benefitenefits for total and permanent disability
and death benefits. In accordance with this plamp@imsa is obligated to contribute to the pensim an amount equivalent to 4% of the
participant’s salary as well as additional conttitiis up to an amount equivalent to 2% of the pgdint’s salary when and if the employee
decides to make additional contributions. The bietethe participants consists of receiving a pemslerived from the accumulated amount
from each of the individual accounts. A respectadrfcial institution administers the contributedds. For purposes of International
Accounting Standard No. 19 “Employee Benefits"sthian qualifies as a defined contribution plan.

(2) Termination benefit

Termination benefits are payable when employmetgrininated before the normal retirement date, liervever an employee accepts volun
redundancy in exchange for these benefits. The @asnpecognizes termination benefits when it is destrably committed to either:

(i) terminating the employment of current employaesording to a detailed formal plan without pogisjbof withdrawal or (ii) providing
termination benefits as a result of an offer madertcourage voluntary redundancy.

(3) Other compensation obligatiol
Employee entitlements to annual leave and longiseteave are accrued as earned.

During 2007, Ternium launched an incentive retenfiogram (the “Program”) applicable to certainisenfficers and employees of the
Company, who will be granted a number of Units tigtwout the duration of the Program. The value ohes these Units is based on
Ternium’s shareholders’ equity (excluding minoiiityerest). Also, the beneficiaries of the Programentitled to receive cash amounts based
on (i) the amount of dividend payments made by iDenrto its shareholders, and (ii) the number oft§/held by each beneficiary to the
Program. Units vest ratably over a period of foeang beginning January 1, 2007 and will be rededigedle Company ten years after grant
date. As of December 31, 2007, the outstandingjitialsorresponding to the Program amounts to US®rillion.

(4) Social security contributior

Social security laws in force in Argentina, Mexiaod Venezuela provide for pension benefits to lie fmaretired employees from government
pension plans and/or private fund managed plamsitoh employees may elect to contribute. As stidéay the respective laws, Siderar,
Hylsamex and Sidor make monthly contributions cal@d based on each employee’s salary to fund glacts. The related amounts are
expensed as incurred. No additional liabilitiesserince the contributions are paid.

(o) Provisions and other liabilities

Ternium has certain contingencies with respeckistiag or potential claims, lawsuits and othergaedings. Unless otherwise specified,
Ternium accrues a provision for a present legalomstructive obligation as a result of a past ewghen it is probable that future cost could be
incurred and that cost can be reasonably estim@ewderally, accruals are based on developmentstér Tiernium’s estimates of the outcomes
of these matters and the advice of Ternium’s lagalsors.

(p) Revenue recognitior

Revenues are recognized as sales when revenuméiemnd is realized or realizable. This includasging all of the following criteria: the
arrangement with the customer is evident, usublgugh the receipt of a purchase order; the sales s fixed or determinable; delivery as
defined by the risk transfer provision of the salestracts has occurred, and collectibility is oesbly assured.

Interest income is recognized on an effective yirdis.
Income from participation account is recognized mharned according to its contractual terms (see 1@).
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(q) Cost of sales, selling, general and administrativexpense:
Cost of sales and expenses are recognized in¢henim statement on the accrual basis of accounting.

() Earnings per share

Earnings per share are calculated by dividing #téncome attributable to shareholders by the dadighted average number of ordinary
shares issued during the year (see Note 28).

(s) Derivative financial instruments
Information about accounting for derivative finaaddnstruments and hedging activities is include®lote 33 “Financial risk management”.

() Segment information
Business segments: for management purposes, thpdgns organized on a worldwide basis into theofaihg segments: flat steel products,
long steel products and others.

The flat steel products segment comprises the naatwing and marketing of flat steel products. Btael products include hot rolled coils and
sheets, cold rolled coils and sheets, tin platédedepipes, hot dipped galvanized and electrog@teainsheets, pre-painted sheets and other
tailor-made products to serve its customers’ regnéents.

The long steel products segment comprises the raetuning and marketing of long steel products. Letggl products include billets (steel in
its basic, semifinished state), wire rod and bars.

The other products segment includes the produbts ¢han flat and long steel, mainly pig iron aedigis.

The secondary reporting format is based on a gebgral location. Ternium sells its products to threain geographical areas: South and
Central America, North America, and Europe and ©thiee North American segment comprises principdihted States, Canada and Mex
The South and Central American segment comprisesipally Argentina, Brazil, Colombia, Venezueladdcuador.

Allocation of net sales is based on the customecsition. Allocation of assets, liabilities and itapexpenditures is based on their
corresponding location.
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Primary reporting format — business segments

Flat steel Long steel

products products Other Unallocated Total
Year ended December 31, 20C
Net sales 6,511,78. 1,466,90  205,69: — 8,184,38.
Cost of sale: (4,611,41) (1,032,66) (151,96) — (5,796,041
Gross profil 1,900,37! 434,24: 53,73( — 2,388,34.
Selling, general and administrative exper (659,14, (148,97¢ (17,68 — (825,807
Other operating income, n 14,95¢ 7,707 1,20¢ — 23,87
Operating incomi 1,256,18! 292,97. 37,25 — 1,586,401
Capital expenditure- PP&E 360,12: 36,23( 622 — 396,97:
Depreciatio—PP&E 428,28¢ 75,68 10,78¢ — 514,75¢
Segment asse
Inventories, ne 1,702,77 188,56: 21,71: — 1,913,05:
Trade receivables, n 710,96! 116,78t 20,07¢ — 847,82
Property , plant and equipment, | 5,998,14 812,88! 47,74, — 6,858,77!
Intangibles assets, n 1,312,31! 82,74 57,17 — 1,452,23!
Other asset — — — 2,695,42. 2,695,42.
Segment liabilitie: 938,24t 221,08 26,847 6,214,24. 7,400,422

Flat steel Long steel

products products Other Unallocated Total
Year ended December 31, 20C
Net sales 5,060,58. 1,262,60: 242,39° — 6,565,58.
Cost of sale: (3,294,580 (860,72 (141,679 —  (4,296,97)
Gross profil 1,766,00: 401,87¢  100,72. — 2,268,60.
Selling, general and administrative exper (492,93Y) (119,06) (12,78 — (624,78
Other operating (expenses) income, (13,35¢) (6) 6,112 — (7,250
Operating incomi 1,259,70! 282,80t 94,05 — 1,636,56!
Capital expenditure- PP&E 358,54: 17,73( 7,401 — 383,67
Depreciatio—PP&E 333,92t 57,76¢ 12,49: — 404,18
Segment asse
Inventories, ne 1,078,95 109,14 53,22¢ — 1,241,32!
Trade receivables, n 407,68 141,22¢ 28,95« — 577,86¢
Property , plant and equipment, | 4,632,27. 732,13 56,27¢ — 5,420,68.
Intangibles assets, n 410,98! 79,42¢ 61,17¢ — 551,58
Other asset — — — 979,07¢ 979,07¢
Segment liabilitie: 592,73 109,87( 24,82( 2,555,97. 3,283,39
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Long Steel
Flat steel
products products Other Unallocated Total
Year ended December 31, 20C
Net sales 3,680,58. 625,36¢{ 143,82 — 4,449,77
Cost of sale: (2,014,22) (390,17)) (82,570 —  (2,486,97)
Gross profil 1,666,35!  235,19: 61,25: — 1,962,79
Selling, general and administrative exper (412,049 (77,029 (15,627 — (504,68
Other operating expenses, (56,28)) (2,169 (7,505 — (65,949
Operating incomi 1,198,03: 156,00: 38,12¢ — 1,392,16:
Capital expenditur—PP&E 208,77 14,58 — — 223,35¢
Depreciatio—PP&E 267,97! 32,60¢ 1,387 — 301,96¢
Segment asse
Inventories, ne 859,27( 126,53¢ 14,31 — 1,000,11!
Trade receivables, n 363,57: 74,92¢ 34,26: — 472,76(
Property, plant and equipment, | 4,653,19.  749,30! 61,37 — 5,463,87.
Intangibles assets, n 403,43. 78,10: 71,34¢ — 552,88
Other asset — — — 1,170,34' 1,170,34!
Segment liabilitie: 717,85¢  193,24° 31,117 4,141,84. 5,084,06:
Secondary reporting format—geographical segments
South and Europe anc
Central North
America America other Total
Year ended December 31, 20C
Net sales 4,593,471 3,421,901 169,00 8,184,38
Segment asse
Trade receivables, n 219,84( 615,55¢ 12,42¢ 847,82
Property, plant and equipme 3,338,28. 3,520,44 50 6,858,77
Depreciatio—PP&E 326,10¢ 188,61¢ 38 514,75¢
Capital expenditur—PP&E 226,08: 170,89: — 396,97:
Year ended December 31, 20C
Net sales 3,700,48° 2,769,10! 95,98¢ 6,565,58:
Segment asse
Trade receivables, n 202,78« 355,63: 19,45 577,86t
Property, plant and equipme 3,450,171 1,970,42 87 5,420,68
Depreciatio—PP&E 270,45: 133,68t 43 404,18
Capital expenditur—PP&E 286,00¢ 97,66: 2 383,67
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South and Europe and
Central North
America America other Total
Year ended December 31, 20C
Net sales 2,793,72! 1,293,46. 362,58. 4,449,77.
Segment asse
Trade receivables, n 64,831 335,79¢ 72,12¢ 472,76(
Property, plant and equipme 3,409,04! 2,054,68 13¢ 5,463,87.
Depreciatio—PP&E 249,80t 52,13: 26 301,96¢
Capital expenditur—PP&E 180,86° 42 47 19 223,35¢
Cost of sales
Year ended December 31,
2007 2006 2005
Inventories at the beginning of the yea 1,241,32! 1,000,11! 254,28t
Acquisition of busines 501,30« 8,18( 629,72¢
Plus: Charges for the yeal
Raw materials and consumables used and other mais 4,162,22i 3,004,00: 1,624,72!
Services and fee 213,29 152,97¢ 119,15!
Labor cos! 603,61- 520,71 306,21!
Depreciation of property, plant and equipm 499,42: 388,81( 295,53
Amortization of intangible asse 17,557 14,47( 10,48¢
Maintenance expens 403,10¢ 350,90« 207,49(
Office expense 8,76: 8,13t 8,02(
Freight and transportatic 30,89¢ 25,45 22,74¢
Insurance 11,40 10,04 4,74¢
(Recovery) Allowance for obsolescer (4,417%) 30,32( 7,92
Recovery from sales of scrap anc-products (83,93¢) (48,489 (35,26¢)
Others 104,52: 72,661 31,28
Less: Inventories at the end of the yea (1,913,05) (1,241,32) (1,000,119
Cost of Sales 5,796,04 4,296,97! 2,486,97.

Selling, general and administrative expense

Year ended December 31

2007 2006 2005
Services and fee 68,81 52,16¢ 48,66¢
Labor cos! 209,45¢ 157,15! 119,96(
Depreciation of property plant and equipm 15,33t 15,37« 6,42¢
Amortization of intangible asse 33,53 5,841 3,951
Maintenance and expens 20,08( 17,39 7,31¢
Taxes 76,39: 56,79¢ 65,26:
Office expense 29,591 29,72 24,52¢
Freight and transportatic 344,168 271,28t 217,36¢
Insurance 1,84t 1,23¢ 47%
Recovery of allowance for doubtful accou (1,529 (5,207) (2,469
Others 28,12: 23,01¢ 13,19¢
Selling, general and administrative expense 825,80° 624,78 504,68
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8 Labor costs (included in cost of sales, selling, geral and administrative expenses

Year ended December 31,

2007 2006 2005
Wages, salaries and social security ¢ 707,88¢{ 558,80( 361,25(
Termination benefit 41,11¢ 18,17¢ 40,36
Pension benefits (Note 24 ( 64,06¢ 100,89¢ 24,56

813,07( 677,87: 426,17!

9  Other operating income (expenses), ni

Year ended December 31

2007 2006 2005
(i) Other operating income
Gain from the sale of sundry ass 17,41. 1,06¢  2,44:
Others 11,33¢ 15,652  4,10C
Total other operating income 28,74¢ 16,71t 6,54
(i) Other operating expense:
Recovery (provision) for legal claims and other tea 4,182 (8,645 (13,58¢)
Others (9,059) (1,99¢) (4,55%
Total other operating expense: (4,87%) (10,647 (18,149
(iii) Derecognition of property, plant and equipment —  (13,32Y) (54,349
Total other operating income (expenses), n 23,87« (7,25() (65,949

10 Other financial expenses, ne

Year ended December 31

2007 2006 2005
Debt issue cosi (9,067)  (13,68¢) (3,179
Net foreign exchange transaction gains and changgrivalue of derivative instrumer (19,08Y) (16,54) (28,829
Income from Participation Account | — — 44,05(
Loss from Participation Account ( (282,539 (270,16) (265,207
Others (40,4189 (22,029 (8,296
Other financial expenses, ne (351,090 (322,41) (261,45)

(i) As aresult of the debt restructuring procemsied out by Sidor in 2003, Ylopa became Sidor&ldor in a Participation Account
Agreement. This agreement provides for a compessatithe form of cash payments to be paid on atgug basis and has a term of 14
years, or until the fiscal year prior to the daft¢he settlement in full of certain bank borrowin@ANDES) due by Sidol

Until February 15, 2005, the Company accountedt$anvestment in Amazonia under the equity metbbdccounting. Thus, income
arising from the Participation Account Agreemergat@ed in above has been recorded under Income Participation Account within
Financial income, net. Upon conversion of the Arméaonvertible Debt Instrument on February 15,5@8e Company acquired
control over Amazonia and began accounting for saebstment on a consolidated basis. Accordinglgome resulting from Ternium’s
share of the Participation Account has been ofigainst Amazonia’s loss for the same concept aodismet under Loss from
Participation Account line item.
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11 Income tax expenst
Income tax
Income tax expense for each of the years preséntefollows:

Year ended December 31,

2007 2006 2005
Current tax (284,70, (387,74) (246,029
Deferred tax (Note 22 121,29¢ 111,418  24,99(
Utilization of previously unrecognized tax lossseed Note 23 76€ 13,967 2,54z

(162,64 (262,35() (218,49:)

Income tax expense for the years ended Decemb@08%, 2006 and 2005 differed from the amount caegby applying the statutory
income tax rate in force in each country in whicé tompany operates to pre-tax income as a refsihée dollowing:

Year ended December 31

2007 2006 2005
Income before income te 1,152,98! 1,258,32. 1,291,30!
Income tax expense at statutory tax | (352,92) (383,499 (271,95)
Non taxable incom 254,94( 156,00t 70,11°¢
Non deductible expens (42,730 (36,050 (19,19¢
Utilization of previously unrecognized tax los: 76¢ 13,96" 2,54z
Provisions for tax loss cal-forwards (22,69) (12,789 —
Income tax expenst (162,640 (262,35¢) (218,49)
12 Property, plant and equipment, net

Vehicles,
Building and Production furniture Work in Spare

Year ended December 31, 20C Land improvements equipment and fixtures progress Parts Total
Cost
Values at the beginning of the ye 311,51¢ 1,556,69. 5,284,96. 192,05¢ 351,28! 25,587 7,722,10:
Translation difference 1,95( (23,36¢) (45,519 (3,76€) (3,16€) (719 (74,589
Acquisition of busines 203,58t 222,13:  1,102,55: 9,52( 62,79 1,81« 1,602,39:
Additions 317 8,19: 13,33¢ 3,99¢  371,12¢ — 396,97:
Disposals / Consumptiot (153 (4,84 (73,88¢) (3,737 (3,907) — (86,526
Transfers 6,47 253,15! 94,201 1,99¢ (429,359 43,74: (29,779
Values at the end of the ye 523,69: 2,01195  6,375,65 200,07(  348,77¢ 70,42¢ 9,530,57
Depreciation
Accumulated at the beginning of the yi — (463,37) (1,708,37) (128,73) — (934) (2,301,41)
Translation difference — 13,07¢ 39,69( 3,29( — 20 56,07¢
Depreciation charg — (104,35 (395,19) (13,845 — (1,369 (514,759
Disposals / Consumptiot — 2,84¢ 63,67« 2,51: — — 69,03
Transfers — (272) 19,30 19¢ — 39 19,26¢
Accumulated at the end of the ye — (652,07 (1,980,90) (136,58) — (2,239 (2,671,801
At December 31, 200 523,69: 1,459,881  4,394,75! 63,48¢ 348,77¢ 68,18t 6,858,77!
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12 Property, plant and equipment, net (continued;

Year ended December 31, 20C

Cost

Values at the beginning of the ye¢
Translation difference
Acquisition of busines

Additions

Disposals / Consumptiot
Derecognitior

Transfers

Values at the end of the ye
Depreciation

Accumulated at the beginning of the y:
Translation difference
Depreciation charg

Disposals / Consumptiot
Derecognitior

Transfers

Accumulated at the end of the y¢
At December 31, 200t

13 Intangible assets, ne

Year ended December 31, 2007

Cost

Values at the beginning of the ye
Translation difference
Acquisition of business (see note
Additions

Values at the end of the ye
Amortization

Accumulated at the beginning of the y:
Translation difference
Amortization charge
Accumulated at the end of the y¢
At December 31, 200°

TERNIUM S.A.

Notes to the Consolidated Financial Statements (Ctuh)

Vehicles,
Building and Production furniture Work in Spare
improvements equipment and fixtures progress Parts Total

314,46 1,441,760 5257,09  187,20° 190,35
(3,807) (11,287 (43,129 (1,649 (770)

18,61¢  7,409,51.
(155 (60,79

2,621 42,60: 2,59¢ — — — 47,82
— — 21,27 3,42¢ 351,74« 7,22¢ 383,67
(19) (40) (1,379 (2,500 — (10€) (4,039)
— — (38,95() 17) (192 — (39,15¢)

(1,749) 83,64 87,44¢ 558 (189,85)  — (14,920)

311,51« 1,556,69: 5,284,96. 192,05¢ 351,28

25,587 7,722,10

— (386,02) (1,442,68) (116,019 —

— 3,70¢ 13,40: 1,097 —
— (83,357  (305,32) (15,39 —
— 20 38¢ 1,58z —
— — 25,83¢ — —
— 2,28( — — —

(921) (1,945,64)

12 18,21¢
(110)  (404,18)
85 2,07t
- 25,83¢
— 2,28(

— (463,37) (1,708,37) (128,73) —

(934 (2,301,41)

311,51« 1,093,32. 3,576,58 63,32 351,28

24,65! 5,420,68:

Customer
Relationships
Information
Mining and other
System Concessions and contractual
Projects Exploration Costs rights Trademarks Goodwill Total

68,32¢ 129,57( — — 397,94 595,83¢
(195) (101) 1,16¢ 85C (3,017 (1,299
5,89t — 380,07¢ 70,43( 455,77¢ 912,18(
33,84: 1,501 3,951 — — 39,29
107,86¢ 130,97( 385,19¢ 71,28( 850,70: 1,546,02
(30,87¢) (13,376 — — — (44,25
662 (59) 98¢ (33) — 1,551
(21,517 (8,585) (15,086) (5,90%) — (51,089
(51,724 (22,020 (14,106 (5,94() — (93,790
56,14 108,95( 371,09: 65,34( 850,70: 1,452,233l
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13 Intangible assets, net (continued

Information Contl:welsnsl?gns and

Year ended December 31, 20C System Project: Exploration Costs Goodwill Total
Cost
Values at the beginning of the ye¢ 50,38t 126,93: 399,69 577,01
Translation difference (409) (1,159 (2,42¢) (3,999
Additions 18,35( 3,79¢ 675 22,82(
Values at the end of the ye 68,32¢ 129,57( 397,94: 595,83¢
Amortization
Accumulated at the beginning of the yi (29,80 (4,324 — (24,13))
Translation difference 147 43 — 19C
Amortization chargt (11,216 (9,095) — (20,31))
Accumulated at the end of the ye (30,876 (13,376 — (44,257
At December 31, 200t 37,45( 116,19: 397,94 551,58
14 Investments in associated companie

Year ended December 31,

2007 2006
At the beginning of the ye: 16,28t 9,127
Translation adjustmel (16) 31
Contributions 34,83¢ 2,59¢
Equity in (losses) earnings of associated comps (7,065%) 4,534
At the end of the year 44,04 16,28¢
The principal associated companies, all of whighwarlisted, are:
Country of Voting rights Value at

Company incorporation

at December 31,

December 31,

2007

2006

2006

Lomond Holdings BV. (1

Matesi Materiales Siderargicos S.A.

Compainiia Afianzadora de Empresas Siderurgicas S(@).
Finma S.A.lLF. (4

(1) Holding Company. Indirectly through the particigetin Alvory.
(2) Manufacturing and marketing of briquettes. Indihgthrough the participation in Sidc

Netherland 50.0(% 50.0(%
Venezuel 49.8(% 49.8(%
Argentin: 38.8¢% 38.8%
Argentine 33.31% 33.3"%

2,89¢
40,227 12,86¢
95 12

827 55z

2,745

44,04: 16,28¢

(3) Granting of guarantees to participating parrterfacilitate or permit access to credits forgmase of national raw material.

Indirectly through the participation in Sider
(4) Consulting and financial services. Indirectly thgbuhe participation in Sidere
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15 Other investments, net- non-current

As of December 31,

2007 2006
Time deposits with related parties (i) (Note . 12,67: 11,24¢
Guarantee fund Compaiiia Afianzadora de Empresas(idas S.G.R. (ii 1,84z 1,89
Others 30C 243

Total 14,81t 13,38:

(i) Time deposits with related parties

The Company holds a savings fund denominated in dbfars. Withdrawal of investments before certddes is subject to penalties on
amounts invested.

(i) Guarantee fund Compafiia Afianzadora de EmpseSiderurgicas S.G.R.

Corresponds to the Company’s portion of the risidBisponsored by Compafiia Afianzadora de Emprédasifjicas S.G.R., which acts as
guarantor of third parties’ debts.

16 Receivables, ne- non-current

As of December 31

2007 2006
Receivables with related parties (Note 35,94¢ 63,32:
Employee advances and lo¢ 13,07¢ 12,61¢
Receivables from sale of fixed ass 1,37¢ 1,547
Income tax credit paid on business acquisition é\8) 138,70( —
Tax credits 14,81( —
Others 14,23 2,79
Allowance for doubtful accounts (Note 2 (512) (1,379

217,63¢ 78,90:

17 Receivables current

As of December 31,

2007 2006
Value added ta 23,07: 8,51:
Tax credits 118,88: 19,44.
Income tax credit paid on business acquisition €\8) 84,00( —
Employee advances and lo¢ 17,04¢ 6,22
Advances to suppliel 52,04« 27,58:
Expenses paid in advan 15,58 12,17¢
Government tax refunds on expc 56,05¢ 43,53:
Receivables with related parties (Note 29,05¢ 42,61¢
Others 30,29t 15,73

426,03t 175,81¢

18 Inventories, net

As of December 31,

2007 2006
Raw materials, materials and spare p 732,437  519,53(
Goods in proces 672,65t  458,83¢
Finished good 360,52¢  262,87:
Goods in transi 229,93: 78,86:
Allowance for obsolescence (Note : (82,502 (78,779

1,913,05. 1,241,32!
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19 Trade receivables, ne

As of December 31,

2007 2006
Current account 845,81« 592,80(
Trade receivables with related parties (Note 28,97% 10,14¢
Allowance for doubtful accounts (Note 2 (26,964 (25,089

847,82° 577,86t

20 Cash, cash equivalents and other investmen

As of December 31,

2007 2006
(i) Other investments
Deposits and foreign private sector bonds (duearenthan 90 day: 65,337 —
65,33] —
(i) Cash and cash equivalent
Cash at banks and deposits (due in less than ) 1,126,04. 633,00:
Restricted cas — 10,35(

1,126,04. 643,35:

21 Allowances and Provisions non current

Deducted from asset Liabilities
Legal claims
Allowance for and
doubtful accounts other matters
Year ended December 31, 20C
Values at the beginning of the ye¢ 1,37: 60,54:
Translation difference (33 (319
Acquisition of busines — 10,01
Additions — 16,69(
Reversals (82¢) (20,874
Used — (8,709
At December 31, 200° 512 57,34t
Year ended December 31, 20C
Values at the beginning of the ye 3,024 54,13¢
Translation difference (27) (237
Additions — 9,96¢
Reversals (1,629 (1,32))
Used — (2,109
At December 31, 200t 1,37 60,54
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22 Allowances- current

Deducted from assets

Allowance for
Allowance for
doubtful
accounts obsolescence
Year ended December 31, 20C
Values at the beginning of the ye 25,08: 78,77¢
Translation difference (221) (54¢)
Acquisition of busines 4,61¢ 14,35}
Reversals (4,440 (20,959
Additions 3,74 16,54
Used (1,817 (5,669
At December 31, 200° 26,96¢ 82,50z
Year ended December 31, 20C
Values at the beginning of the ye 29,85 52,81¢
Translation difference (420) (513
Reversals (3,939 (19,300
Additions 354 49,62(
Used (765) (3,849
At December 31, 200t 25,08 78,77¢

23 Deferred income tax
Deferred income taxes are calculated in full ongerary differences under the liability method usihg tax rate of the applicable country.
Changes in deferred income tax are as follows:

Year ended December 31,

2007 2006
At beginning of the yee (948,71¢) (1,019,06)
Acquisition of busines (481,93() (1,067%)
Translation difference 3,33¢ 9,70¢
Uses of tax loss car-forwards — (63,67°)
Income statement crec 122,06 125,38!
At end of the year (1,305,24) (948,719
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23 Deferred income tax (continued)

The changes in deferred tax assets and liabiljigsr to offsetting the balances within the sa@rejtrisdiction) during the year are as follow:

As of
December 31
Fixed Intangible
Deferred tax liabilities assets Inventories assets Other 2007
At beginning of yea (967,22 (84,449 (41,269 (70,997 (1,163,93)
Acquisition of busines (282,23) (17,81 (115,02 (66,859 (481, 93
Translation difference 6,15¢ (377) (2,385 324 4,72(
Income statement crec 102,82¢ 2,23 10,68: 832 116,57¢
At end of year (1,140,47) (100,41) (146,99) (136,68) (1,524,56)
Total at
Tax loss December 31
Trade carry-
Deferred tax assets Provisions Receivable forwards Other 2007
At beginning of yea 37,49¢ 23,58: 47,017 107,11¢ 215,21!
Acquisition of busines — — — — —
Translation difference (367) 8 (309) 52 (61€)
Income statement credit (charg 33,10¢ (10,732 (45,33%) 27,67¢ 4,721
At end of year 70,24’ 12,85¢ 1,37 134,84 219,32(

Deferred tax assets and liabilities are offset wihenentity a) has a legally enforceable rightebddf the recognized amounts; and b) intends to
settle the tax on a net basis or to realize thetassl settle the liability simultaneously.

As December 31, 2007 and 2006, USD 31,793 and US4EB9, respectively, have been classified as neorectiassets and USD1,337,039 and
USD 985,155, respectively, have been classifieabascurrent liabilities.

The amounts shown in the balance sheet includfotiosving:

As of December 31

2007 2006
Deferred tax assets to be recovered after morelthanonths 129,37¢ 158,20!
Deferred tax liabilities to be settled after mdrart 12 month (1,339,33) (1,078,18)

(1,209,95) (919,970
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24  Other liabilities

As of December 31,

2007 2006
(i) Other liabilities - non-current
Termination benefit 8,72: 3,71¢
Pension benefit 317,05( 263,45:
Related Parties (Note 3 1,272 1,14¢
Other 9,45k 6,24

336,50( 274,56t

Pension benefit
The amounts recognized in the consolidated balsheet are determined as follows:

Year ended December 31,

2007 2006
Present value of unfunded obligatic 362,74t 304,92:
Unrecognized prior service co: (2,13%) (16,287
Unrecognized actuarial loss (43,56)) (25,18¢)
Liability in the balance sheet 317,05( 263,45¢

The amounts recognized in the consolidated incdatersent are as follows:

Year ended December 31,

Current service co:
Interest cos
Changes to pension plan |

Amortization of prior service cos

Net actuarial (gains) losses recognized in the

Total included in labor costs

2007 2006
7,84¢ 8,07¢
59,747  36,54¢
— 46,94’
58¢ 59z
(4,119) 8,72¢
64,06: 100,89

(1) In December 2006, Sidor decided a change itémefits associated to the pension plan whichrheazffective on January 1, 2007. This
change consists mainly of an increase of the mimrpension benefit to be provided to retired empésy€onsequently, the pension [
actuarial liability was adjusted to reflect thisacige.

Changes in the liability recognized in the consatiidl balance sheet are as follows:

Year ended December 31

2007 2006
At the beginning of the yei 263,45¢ 177,89¢
Transfers and new participants of the | 25¢ (130
Total expens: 64,06¢ 100,89¢
Translation difference 18t (1,35
Contributions pait (20,919 (13,85¢)
At the end of year 317,05( 263,45
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24 Other liabilities (continued)

The principal actuarial assumptions used were l&sAfs:

Venezuela

Discount rate
Rate of compensation incree

Mexico

Discount rate
Rate of compensation incree

Argentina

Discount rate
Rate of compensation incree

(i) Other liabilities — current
Payroll and social security payal
Termination benefit
Participation accour
Related Parties (Note 3
Others

25 Derivative financial instruments

Net fair values of derivative financial instruments

Year ended December 31,

2007 2006
29.1%% 26.81%
16.34% 16.34%

Year ended December 31

2007 2006
8.7=% 9.5(%
4.0(% 4.0(%

Year ended December 31,

2007 2006
7.0(% 7.0(%
2.0(% 2.0%

As of December 31
2007 2006
108,02( 81,84:

3,93¢ 2,88t
51,21¢ 54,45«
9,192 15,09(
9,86 4,10¢

182,23¢ 158,37:

The net fair values of derivative financial instrems at December 31, 2007 and 2006 were as follows:

Contracts with positive fair values:

Interest rate swap contrax
Foreign exchange contrac
Commodities contract

Contracts with negative fair values:

Interest rate swap contra
Foreign exchange contrac
Commodities contraci

Derivative financial instruments breakdown is afofes:

a) Interest rate contracts

Year ended December 31,

2007 2006
— 6,857
— 99t
577 —
577 7,85:

(9,557) —

(3,736) —
— (15,48

(13,299  (15,48))

Fluctuations in market interest rates create aetegf risk by affecting the amount of the Comparigiterest payments and the value of its fi
rate debt. As of December 31, 2007, most of the giamy's long-term borrowings were at variable rates.

Both Hylsa and Grupo Imsa, entered into derivaitigtruments to manage the impact of the floatingrast rate changes on its financial d
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25 Derivative financial instruments (continued)

As of December 31, 2007, Hylsa had and outstanaimgement from 2003, with a notional amount of UD.8 million and a cap interest r:
of 7.00%. This agreement is due on January 2, 200ddition, during 2007 Hylsa entered into foutkerest rate collars, that fix the interest
to be paid over an aggregate notional amount of W3D5 million, in an average range of 3.28% tM%5These agreements are due in July
20009.

On February 23, 2007, Grupo IMSA entered into faterest rate collar agreements that fix the irgerate to be paid over an aggregate
notional amount of USD 250 million, in an averagage of 4,16% to 6,00%. These agreements are dueviember 2011 and March 2012.
September 21, 2007, after its acquisition by TemiGrupo IMSA entered into other two interest ratélar agreements that fix the interest rate
to be paid over an aggregate notional amount of 38»million, in an average range of 3.28% to 5.58%th agreements are due in July
20009.

b) Foreign exchange contracts

From time to time, Siderar enters into non-delibdgdorward agreements to manage its exposureanggs in the Argentine Peso against the
US Dollar.

As of December 31, 2007, Siderar had a non-delbtermrward agreement with a notional amount of ARS4 million at an average exchange
rate of 3.1655 Argentine Pesos per US Dollar. Tariward is due in January 2008.

On May 27, 2003, Grupo IMSA entered into a crogsemcy swap contract with Bank of America to manigexposure to changes in the
Mexican Peso against the US Dollar and the impittteofloating interest rate changes on certairt deltificates. As of December 31, 2007,
the notional amount totals USD 52.6 million and filed interest rate is 9.30% per annum. This agesd is due on May 27, 2009.

Futhermore, during September and October, 200 &IMSA entered into three forward sales over agregate notional amount of USD
150 million, and an average exchange rate of 1M@%can Pesos per US Dollar, to manage its expdasuchanges in the Mexican Peso
against the US Dollar. All these forwards are daoeMarch 3, 2008.

The net fair values of the exchange rate derivatorgracts as of December 31, 2007 and Decemb&O0BS6, were:

Fair Value at December 31

Currencies Contract 2007 2006
MXN/USD  Forward (1,220 817
MXN/USD  Cross Currency Swe (2,48¢) —
ARS/USD  ND Forward (30 17¢
(3,736 99t

¢) Commodities contracts

Hylsa entered into derivative structures with JPr¢dm Chase Bank N.A. and Citibank N.A. to manageinfipact of the fluctuation of natural
gas price over its cost.

As of December 2007, Hylsa had four structurestanting over an aggregate notional amount of 6 MIME%0 contracts a month). These
structures cover Hylsa until March 2008.

Fair value at December 31

Contract Average price 2007 2006
Call — Purchase 7.65/7.45 1,20( 13,167
Call - Sales 10.00 (29) (6,71€)
Put— Sales 7.65@KI /7.45@K (5949) (22,509
Swaps- Purchase 7.36 — (9,439
577 (15,48))
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26 Borrowings

Year ended December 31,

2007 2006
(i)  Non-current
Bank borrowings 3,684,70.  551,99(
Less: debt issue cos (7,205 (3,589
3,677,49  548,40:
(i) Current
Bank borrowings 430,45. 509,20:
Borrowings with related parties (Note & — 2,161
430,45: 511,36
Less: debt issue cos (23,049 (2,66¢)
407,40¢ 508,69
Total Borrowings 4,084,90: 1,057,09!

The maturity of borrowings is as follows:

Expected Maturity Date

At December 31, (1

2008 2009 2010 2011 2012 Thereafter 2007 2006
Fixed Rate 186,97 — — — — 7,661 194,63¢ 158,12
Floating Rate 220,42° 371,23: 320,39( 1,732,76 1,210,47. 34,97+ 3,890,26: 898,97:
Total 407,40 371,23: 320,39( 1,732,76 1,210,47. 42,63¢ 4,084,90: 1,057,09

(1) As most borrowings incorporate floating rates diggproximate market rates and the contractual riegrizccurs every 3 to 6 months, 1
fair value of the borrowings approximates its cargyamount and is not disclosed separa

The weighted average interest rates - which ingatpdanstruments denominated mainly in US dollasthe balance sheet date were as
follows:

December 31
2007 2006

Bank borrowings 6.15% 6.82%

The nominal average interest rates shown above egdcalated using the rates set for each instruineitg corresponding currency and
weighted using the dollar-equivalent outstandiniggipal amount of said instruments at Decembe2807 and 2006, respectively.

Breakdown of long-term borrowings by currency ig@bws:

Currency Interest rates December 31
2007 2006

UsSD Floating 3,807,43 898,97:
usb Fixed 190,75t 62,17¢
ARS Fixed 2,067 55,84¢
MXN Fixed 1,81% —
MXN Floating 82,82¢ —
VEB Fixed — 40,10(
Total bank borrowings 4,084,90. 1,057,09!

USD: US dollars; ARS: Argentine pesos; MXN: Mexiqaesos; VEB: Venezuelan Bolivar
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27 Contingencies, commitments and restrictions on thdistribution of profits

Ternium is involved in litigation arising from time time in the ordinary course of business. Basethanagemerg’assessment and the ad\
of legal counsel, it is not anticipated that théméte resolution of existing litigation will regih amounts in excess of recorded provisions that
would be material to Ternium’s consolidated finahgiosition or results of operations.

(i) Consorcio Siderurgia Amazonia Ltd.-PDVSA-GaA.Claim

In June 2004, the arbitration proceedings brougt&ibdor against PDVSA Gas, C.A. (on the basis FHa¥SA Gas had charged Sidor higher
than agreed-upon prices in its supplies of gasag#ie application of the most favored client sluwvere resolved in Sidor’s favor.
Accordingly, in its financial statements at Decembg, 2004, Sidor reversed the USD 41.4 millionvysion it had recorded at December 31,
2003. In July 2004, PDVSA Gas, C.A. filed an appeith the Venezuelan courts seeking to void thétialaward. Sidor believes that
applicable Venezuelan law does not allow the cdortid an arbitral award under the circumstarare$that the likelihood of loss thereunder
is remote. Accordingly, Sidor did not record argbilities in connection with the appeal. At Decem®g, 2007, Sidor’s potential exposure
under this litigation amounted to USD160.7 million.

(i) Tax claims
(a) Siderar. AFIP — Income tax claim for fiscal ygd995 to 1999

The Administracién Federal de Ingresos Publidt&FIP” — the Argentine tax authority) has challetgthe charge to income of certain
disbursements that Siderar has treated as expeasessary to maintain industrial installations,ahias such should be deducted in the year in
which they take place. The AFIP asserts that taesénvestments or improvements that must be diggiteand, therefore, it made a jeopardy
assessment of income tax due on a nominal tax phsidines and interest in fiscal years 1995 t89l8mounting to approximately USD 21.7
million.

The Company appealed these assessments beforatibadll Tax Court, as in the view of its legal dad advisors, based on existing evidence
and the work performed by the Tax Authorities, @@mpany would likely obtain a favorable ruling.

On April 13, 2005 the Company was notified of darrglissued by the National Tax Court reducing tbeeasments made by the AFIP for fiscal
years 1995 and 1996 by USD 14.1 million and instngcthe recalculation of taxes in accordance whth ruling. The Company questioned
recalculation conducted by the AFIP, generatingnaident that had favorable resolution to the cidtexposed by the Company. Conseque

in December, 2006 there was a payment of USD Olliomaccording to the Company’s filing and thedaisCourt’s approval, which was then
appealed by the AFIP.

Based on the above, the Company recognized a powasnounting to USD 4.8 million as of December 2007 as management considers
there is a probable cash outflow.

(b) Sidor

The Company recorded a provision for a total amofittSD 7.3 million in connection with tax matterdsing from compensations of tax
credits made by Sidor since the implementatiotnefM.A.T. law in June, 1999. The SENIAT, the Veraan tax and customs authority, is
claiming the interest accrued on the applicatiothoe tax credits as payment on account of tagatibns.
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27 Contingencies, commitments and restrictions on thdistribution of profits (continued)
(iif) Commitments

The following are the Company’s main off-balanceethcommitments:

(a) Siderar entered into a contract with Tenariglaed company of Ternium, for the supply of stegenerated at the power generation facility
that Tenaris owns in the compound of the Ramaltdifya of Siderar. Under this contract, Tenaris baprovide 250 tn/hour of steam, and
Siderar has the obligation to take or pay this N@uThis outsourcing contract is due to terminat2(18.

(b) Siderar entered into a contract with Transphnta de Gas del Norte (TGN) for gas transportatemvice. TGN charges Siderar a price that
is equivalent on a comparable basis to prices Ipaiother industrial users, and the Argentine gowennt regulates the general framework ui
which TGN operates. Siderar pays a monthly feedeerved cubic meter (1,070 thousand m3/day), vehétluses it or not. The contracted
volume of 900 thousand m3/day will terminate in 2@hd the residual volumen, in 2019.

(c) Sidor’s production process requires a largewamof electricity. On August 21, 1997, that compantered into a twenty-year contract with
EDELCA, a Venezuelan state-owned company, for tipply of all of Sidor’s electricity needs. This ¢act will terminate in 2018.

(d) Sidor’s production process is heavily reliapbn supplies of natural gas. Sidor buys 100% afatsiral gas from PDVSA-Gas, a
Venezuelan state-owned natural gas supply compariy@97, Sidor signed a twenty-year contract wilMSA-Gas for the supply of natural
gas.

(e) In 1997 Sidor entered into a twenty-year cantwdth Ferrominera del Orinoco (“FMOTpr the supply of iron ore. Pursuant to this cocitr
FMO will supply Sidor up to a maximum annual voluoféron ore needed to produce 6.6 million tonpellets until 2017. Sidor and FMO
entered into an amendment to the 1997 contractaweiber 11, 2005. The revised contract sets thmedre price at the lower of the price
charged by FMO to its customers (other than certainly-created statewned steel producers) in the Venezuelan domestiket, and 80% ¢
a market reference price (that percentage may tr@p%).

In connection with the iron ore contract, in 199@d8 and FMO entered into another agreement untdéechaSidor committed to sell, upon the
request of FMO, up to 2 million tons per year oligis to FMO, at a price based on the sale priaehéeh FMO sells iron ore to Sidor plus an
applicable margin paid to Sidor for the productidipellets, which is determined using market refess.

(f) In 1998, Sidor signed a contract with Terniumékted company TAVSA Tubos de Acero de Venez8efa (a Venezuelan seamless steel
pipe producer controlled by Tenaris), under whtatommitted to sell up to 90,000 tons of bloom4.80,000 tons of liquid steel per year, until
2013. Purchase price varies in relation to chaimgése costs of production.

(g) On August 20, 2004, Sidor entered into a cantnath its associated company Matesi Materiale&irgicos S.A. for the supply of hot
briquetted iron (HBI). Sidor commited to purcha®e96 of Matesi HBI production volume for the term of ten yednsaddition, Sidor has tl
right to increase its proportion on Matesi's prailue by an extra 19.9 % until reaching a 49.8% aitdsi’'s HBI production. Under the
contract, the sale price is determined on a cast-pasis. The contract is renewable for addititimale year periods unless Sidor or Matesi
object to its renewal more than one year priotgddarmination.

(h) On April 6, 2006, Sidor entered into a slag o@al and raw material handling services contrath Bidernet de Venezuela C.A., a related
party, for a total estimate amount of USD 155.9ia1il The agreement is due to terminate in Jun&201

(i) Hylsa’s production process requires a large amof electricity. On December 20, 2000, Hylseeead into a 25/ear contract with Iberdro
Energia Monterrey, S.A. de C.V. (“Iberdrola”), a Mean subsidiary of the Spanish Company IberdraiarBia, S.A., for the supply of a
contracted electrical demand of 143.2 MW. This axtteffectively started on April 30, 2002, andrently supplies approximately 42% of
Hylsa’s electricity needs with the remainder sugglby CFE, the Mexican state-owned utility. Thetcact with Iberdrola will terminate in
2027.

Effective January 1, 2008, Iberdrola invoked arye@rmination clause included in the above mergtbnontract in connection with two of the
plants located in Puebla and Apodaca. This eanyitetion clause provides for a ninety-day periefbbe electricity supply is suspended.
Accordingly, the termination of the contract and guspension of the energy supply will be effeatimeéMarch 31, 2008. The contracted
electrical demand from these two plants represappsoximately 22% of the total demand of 143.2 MW.
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27 Contingencies, commitments and restrictions on thdistribution of profits (continued)

() Hylsamex S.A. de C.V. and subsidiaries entén¢al 16 long-term operating lease agreements forehtal of machinery, materials handling
equipment, earth moving equipment, computers asorgesd vehicles. Total amounts due, from 2008 t22hclude USD 13.3 million in lease
payments. Total loss for lease payments record#tkiyear ended December 31, 2007 accounts for 12SDmillion.

Future minimum lease payments under non-canceltgi#eating leases are as follows:

usD
Year Thousands
2008 6,62¢
200¢-2012 6,63¢
Total 13,26:

(k) On April 5, 2000, several subsidiaries of Grupmsa which have facilities throughout the Mexidarritory, entered into a 15-year energy
purchase agreement for approximately 90 MW of algtt as purchased capacity with Tractebel EnedgidMonterrey, S. de R.L. de C.V.,
distributed among each plant defined as a capasiy. Each capacity user is committed to pay Tbatter the purchased capacity and for the
net energy delivered. Grupo Imsa is required twipmits best estimate of its expected nominat@rchpacity and energy under the specific
limits and timelines. The monthly payments are @galied considering the capacity charges, energsgesaback-up power charges, and
transmission charges, less any steam credits.

(1) On April 1, 2003, Grupo Imsa (through Indussridonterrey S.A. de C.V.) entered into a contraith WEMEX GAS and Petroquimica
Basica for the supply of natural gas to one of @rlpsa’s plants located in Monclova, based on amuahprogram established 30 days before
the commencement of the following service years®rinual program is agreed based on Grupo Imsa@srduring the relevant period and
Grupo Imsa has the obligation to purchase thiseajvelume, which is subject to renegotiation actwydo the agreement. The reference price
is determined based on the average of the quoteelspof several indexes plus transportation and@ecosts depending on the areas or cities.

(m) On December 16, 2004, Grupo Imsa entered iném-gear steel slab supply agreement (the “Agregheith Corus UK Limited

(“Corus”) together with Grupo Marcegaglia (Italf)uferco International (Switzerland), Donkuk Stegb(th Korea) (collectively referred to as
the “Off-takers”). During the term of the contra@rupo Imsa through one of its subsidiaries, wélldmtitled to purchase 15.4% of the
production of Corus’ Teeside plant, estimated betw@.2 and 3.6 million tons of steel slab per y&ars represents approximately 20% of
Grupo Imsa’s actual steel slab needs. The Agreeaisntestablishes a supply schedule for each ddtheakers.

As per the Agreement, Grupo Imsa is committed thermedetermined cash payments during the tertneofdntract in addition to the
purchase price paid for the steel slab, as follqiysin initial payment of USD14.3 million, (ii) nty semi-annual payments distributed
proportionately in different percentages until 20dda total of USD16.5 million, and (iii) additiahpayments for future capital investments in
Corus’ Teeside plant amounting to approximately WS million. The initial payment and the due paytsedescribed in (ii) above have been
made prior to the acquisition of Grupo Imsa by Tem In December 2007, the rights and obligatiostalgished in this contract were
transferred to Alvory S.A.

(n) On January 19, 2006, Grupo Imsa (through IntassMonterrey S.A. de C.V) entered into an agregméth Gas Industrial de Monterrey,
S.A. de C.V (GIMSA), under which GIMSA agrees t@gly natural gas to two of Grupo Imsa’s plantsdobsn an Annual Firm Base which is
established 45 days before the commencement dblibeving service year and is determined based cp@ Imsa'’s daily needs for the
relevant period. Grupo Imsa has the obligationucpase the agreed volume, which is subject togdmaccording to written communicatio
as established in the agreement. The price isrdéted on a monthly basis pursuant to the methogodpgproved by the Energy Regulatory
Commission for prices applicable to the area.

(iv) Restrictions on the distribution of profits

Under the credit agreements entered into to findimeacquisition of Hylsamex, the Company andffiiates had some restrictions to the
payment of dividends in excess of certain amowartgng other limitations (see Note 3e). As of Decendi, 2007, Ternium S.A. and Siderar
S.A.l.C. have fully repaid these loans, and atsdi@e time the guarantees and restrictions impogételfinancing contracts were released.

Under Luxembourg law, at least 5% of net incomeygar calculated in accordance with Luxembourgdan regulations must be allocated to
a reserve until such reserve has reached an araquat to 10% of the share capital. At Decembe280y, this reserve reached the above-
mentioned threshold.
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27 Contingencies, commitments and restrictions on thdistribution of profits (continued)

Ternium may pay dividends to the extent that it tiagributable retained earnings and distributabterves calculated in accordance with
Luxembourg law and regulations. Therefore, retaieachings included in the consolidated financialeshents may not be wholly distributalk

Shareholders’ equity under Luxembourg law and ratipprks comprises the following captions:

At December 31, 200

Share capite 2,004,74.
Legal reservi 200,47
Distributable reserve 301,91:
Non distributable reserve 1,414,12:
Accumulated profit at January 1, 20 499,84
Profit for the yea 731,98
Total shareholders equity under Luxembourg GAAP 5,153,07

During the annual general shareholders meetingdreliline 6, 2007, the shareholders approved thsolidated financial statements and
unconsolidated annual accounts for the year endmember 31, 2006, and a distribution of dividenfdd ®D 0.05 per share (USD 0.50 per
ADS), or USD 100.2 million. The dividends were paidJune 12, 2007.

28 Earnings per share

On December 30, 2004, the Company converted threroey in which its share capital is expressed fEIR to USD. The share capital of
EUR 31,000, represented by 31 shares of EUR 1,060nal value each, was converted into USD 41,47 &fresented by 31 shares with no
nominal value. On June 17, 2005, the share cagfithle Company was restructured by setting the nahvialue per share at USD 1 and
dividing the 31 issued shares into 41,471 sharésSi 1 nominal value each, and further transferti®pP 0.80 to the share premium account
of the Company.

On June 29, 2005, ISL contributed all of its as§etduding 41,470 shares of the Company) andllizs to the Company, in exchange for
959,482,775 new shares of the Company.

Upon consummation of this contribution, the 41,4F@res contributed by ISL to the Company were dittand the Company’s issued share
capital was increased to USD 959,482,776 repreddiyt®59,482,776 shares of 1 USD nominal value .each

On September 15, 2005, ISL made a second conwibofiall of its assets (including 750,021,919 skaxf the Company) and liabilities to the
Company, in exchange for 959,482,775 new sharésecCompany.

Upon consummation of this second contribution,#6@,021,919 shares contributed by ISL to the Compasre cancelled and the Company’s
issued share capital was increased to USD 1,16&323epresented by 1,168,943,632 shares of 1 Wsinal value each.

In October 2005, Usiminas exchanged its 5.32% gdpiierest in Siderar, its 16.58% equity intereésAimazonia and its 19.11% equity interest
in Ylopa and other items for 227,608,254 new shafése Company.

Upon the consummation of this exchange, as of Dbeefdil, 2005 the capital was increased to USD 15896887 represented by
1,396,551,887 shares of 1 USD nominal value each.

Furthermore, in November 2005, Sidetur, a subgidiaiSivensa, exchanged with ISL its 3.42% equitgliest in Amazonia and USD
3.1 million in cash for shares of the Company.

As mentioned in Note 1, on January 11, 2006, thegamy launched an Initial Public Offering of 24,8220 ADSs (each representing 10
shares of the Company) in the United States. Thapgaay’s Initial Public Offering was settled on Redny 6, 2006.

In connection with the over-allotment describedliote 1, on March 1, 2006, the Company issued 223881new shares.
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28 Earnings per share (continued

As per the provisions contained in the Subordin&edvertible Loan Agreement, on February 6, 20@6Gbmpany exchanged the
Subordinated Convertible Loans (including inteaestrued through January 31, 2006) held by ISL amyerted them into shares at a
conversion price of USD2 per share, resulting aifisuance of 302,962,261 new shares on Febru2808,

As provided in the Corporate Reorganization Agrestimen February 9, 2006, ISL contributed all ofdtsets and liabilities (including its
interest in Amazonia) to the Company in exchang®¥9,482,775 newly-issued shares of the Compaey thfe settlement of the Initial Public
Offering.

Upon consummation of the transactions mentionedf &ecember 31, 2006, the capital was increas&tstio 2,004,743,442 represented by
2,004,743,442 shares, each having a nominal vdlu&Sb 1.00 each.

For fiscal years 2007, 2006 and 2005, the weigatenlage of shares outstanding totaled 2,004,74314426,833,060 and 1,209,476,609
shares, respectively.

Earnings per share are calculated by dividing #tdrrcome attributable to equity holders of the @any by the daily weighted average
number of ordinary shares outstanding during tle.yRiluted earnings per share have been calcuiténg effect to the conversion of the
Subordinated Convertible Loans on the date eaclwaiseentered into.

2007 2006 2005

Profit attributable to equity holders of the Compi 784,49( 795,42: 704,40t
Weighted average number of ordinary shares in i 2,004,743,44 1,936,833,06 1,209,476,60
Basic earnings per share (USD per sh 0.3¢ 0.41 0.5¢
Diluted earnings per share (USD per sh 0.3¢ 0.41 0.5¢

29 Discontinued operations

On December 19, 2007, Ternium, through its subsidiasa Acero S.A. de C.V., entered into a stocichase agreement with BlueScope £
North America Corporation, a subsidiary of BlueSe&ieel Limited, for the sale of IMSs interests in Steelscape Inc., ASC Profiles Inc.,
Varco Pruden Buildings Inc. and Metl-Span LLC. Baling consummation of the sale, Ternium will con@rto own Steelscape’s Shreveport
plant (see Note 34).

Analysis of the result of discontinued operations:

Year ended
December 31
2007

Gross profil 37,14t
Selling, general and administrative exper (23,76%)
Other operating expenses, | (839
Operating incom 12,54
Financial income, ne 41¢
Income before income te 12,96(
Income tax expens (2,147
Income for the year from discontinued operati 10,81¢

Cash from discontinued operations decreased by 8IS nillion in 2007, mainly as a result of a USIDB &illion increase in cash provided by
operating activities and a USD 10.4 million deceesgscash from investing activities.

30 Related party transactions

The Company is controlled by San Faustin, whiddeatember 31, 2007 indirectly owned 70.52% of Tams&ushares and voting rights.
Rocca & Partners S.A. controls a significant portid the voting power of San Faustin N.V. and tesability to influence matters affecting,
submitted to a vote of the shareholders of SantialNsV., such us the election of directors, therapal of certain corporate transactions and
other matters concerning the Company’s policiegr&lare no controlling shareholders for Rocca &rfeais S.A.. For commitments with
Related Parties see Note 27.
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30 Related party transactions (continued’

TERNIUM S.A.

The following transactions were carried out witlated parties:

(i) Transactions

(a) Sales of goods and servic

Sales of goods to associated patr
Sales of goods to other related par
Sales of services to associated pal
Sales of services to other related pai

(b) Purchases of goods and servic:

Purchases of goods from associated pa
Purchases of goods from other related pa
Purchases of services from associated pz
Purchases of services from other related pa

(c) Financial results

Income with associated parti
Income with other related parti
Expenses with other related part

(ii) Year-end balances

(a) Arising from sales/purchases of goods/servicasd other transactions

Receivables from associated par
Receivables from other related par
Payables to associated par
Payables to other related part

(b) Other investments

Time deposi

(c) Financial debt

Borrowings with other related parties (Note

(iii) Officers and Directors’ compensation

Year ended
December 31,
2007 2006

52 1,65(C
130,89 90,66¢
2,10( 2,93¢
3,85¢ 1,60¢

136,90( 96,86!

49,524 75,751
49,04 62,02:
25,66¢ 3,99¢
167,75« 156,71¢

291,980 298,48

3,44( 3,82(
26 38
— (1,815
3,46¢€ 2,04
At December 31,
2007 2006

40,98(  67,55¢
53,00¢ 48,53
(7,68) (5,589

(29,749  (48,03:)

56,55¢ 62,47

12,67¢ 11,24¢

— (2,169

The aggregate compensation of Officers and Dirsatarned during the years ended December 31, 2008,and 2005 amour

to USD 9,984 thousand, USD 10,276 thousand and 4886 thousand, respective
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31 Cash flow disclosures

At December 31,

2007 2006 2005
(i) Changes in working capital (i)
Inventories (171,93 (271,48() (133,99
Receivables, other investments and ot (5,47¢) 122,91° 3,10¢
Trade receivable 40,847 (96,127)) 97,81«
Other liabilities (5,42%) (93,477) 46,117
Trade payable 166,87¢ 62,000 41,38

24,88: (276,15) 54,42

(i) Income tax accruals less payment
Tax accrued (Note 1: 162,64( 262,35t 218,49:
Taxes paic (343,689 (280,43) (262,50()

(181,049 (18,079 (44,009

(i) Interest accruals less payment
Interest accrue 142,137 112,91¢ 81,60¢
Interest paic (52,672 (108,72) (57,085
89,46¢ 4,197  24,52;

(i) Changes in working capital are shown net of theafbf exchange rate chang

32 Recently issued accounting pronouncemen
(i) International Accounting Standard 23 (revised 207), “Borrowing Costs”

In March 2007, the International Accounting StaadaBoard issued International Accounting Standa&r@@vised 2007), “Borrowing
Costs” (the “Standard”)The Standard provides that borrowing costs thatlmeetly attributable to the acquisition, constroe or production ¢
a qualifying asset form part of the cost of thatesiswhile all other borrowing costs shall be reingd as an expense.

The Standard supersedes IAS 23 (revised 1993)saagpiicable for annual periods beginning on aeraftJanuary 2009. Earlier application is
permitted. If an entity applies the Standard frodate before 1 January 2009, it shall discloseftwit

The Company’s management estimates that the apipticaf IAS 23 (revised 2007) will not have a mééeffect on the Company’s financial
condition or results of operations.

(i) IFRIC Interpretation 13, Customer Loyalty Prog rammes

In June 2007, International Financial Reportingitptetations Committee (“IFRIC”) issued IFRIC Irgegtation 13 “Customer Loyalty
Programmes” (“IFRIC 13"). IFRIC 13 applies to custer loyalty award credits that:

(&) an entity grants to its customers as partsales transaction (i.e. a sale of goods, rendefisgrvices or use by a customer of entity
assets); an

(b) subject to meeting any further qualifying condigpthe customers can redeem in the future fordreiscounted goods or servic
IFRIC 13 addresses accounting by the entity thettgraward credits to its customers.

An entity shall apply IFRIC 13 for annual periodsginning on or after July 1, 2008, although eadigplication is permitted. If an entity
applies IFRIC 13 for a period beginning before JLI®008, it shall disclose that fact.

The Company’s management estimates that the apiphiocaf IFRIC 13 will not have a material effect e Company’s financial condition or
results of operations.
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32 Recently issued accounting pronouncements (contindg

(i) IFRIC Interpretation 14, IAS 19 -The Limit on a Defined Benefit Asset, Minimum Funding Requiremsts and their Interaction

In July 2007, IFRIC issued IFRIC Interpretation“14S 19 -The Limit on a Defined Benefit Asset, Minum Funding Requirements and their
Interaction” (“IFRIC 14”). IFRIC 14 applies to glost-employment defined benefits and other longrtemployee defined benefits and
addresses the following issues:

(&) when refunds or reductions in future contributishsuld be regarded as available in accordancepaitiagraph 58 of IAS 1¢
(b) how a minimum funding requirement might affect &wailability of reductions in future contributiorend
(c) when a minimum funding requirement might give tisa liability.

An entity shall apply this Interpretation for anhpariods beginning on or after January 1, 2008li€&aapplication is permitted.

The Company’s management has not assessed theigidtepact that the application of IFRIC 14 mayhan the Company'’s financial
condition or results of operations.

(iv) International Accounting Standard 1 (revised D07), “Presentation of Financial Statements”

In September 2007, the International Accounting&aads Board issued International Accounting StethdeRevised, “Presentation of
Financial Statements” (“IAS 1 Revised”). IAS 1 Rerdl sets overall requirements for the presentafidinancial statements, guidelines for
their structure and minimum requirements for tleeintent. The main changes introduced by IAS 1 ReMis respect of the previous version of
IAS 1 include the following:

(&) acomplete set of financial statements shall ineladtatement of financial position as at the begmof the earliest comparati
period whenever the entity retrospectively appdiesaccounting policy or makes a retrospective testant;

(b) changes in equity arising from transactions wittmevs in their capacity as owners shall be repaségdirately from nc-owners
changes in equity

(c) an entity shall disclose income tax relating tohree@mponent of other comprehensive income;
(d) the option to present distributions to equity hodd@lividends) in the income statement is no lorayailable
IAS 1 Revised is applicable for annual periods beigig on or after January 1, 2009, although eaalplication is permitted.
The Company’s management has not assessed theiglatepact that the application of IAS 1 Revisedyrhave on the Company’s financial

condition or results of operations.

33 Financial risk management

1) Financial risk factors

Ternium’s activities expose the Company to a varidtrisks: market risk (including the effects dfamges in foreign currency exchange rates,
interest rates and commodities prices), creditaist liquidity risk.

Ternium’s overall risk management program focusethe unpredictability of financial markets andlse® minimize potential adverse effects
on the financial performance. Ternium’s subsid&rigay use derivative financial instruments to hedgain risk exposures.

Risk management is carried out by a central trgadepartment that identifies, evaluates and hetigascial risks in cooperation with
Ternium’s subsidiaries. The Company has writtengiples for overall risk management, as well astemipolicies covering specific areas,
such as foreign exchange risk, interest rate dsdqit risk, use of derivative financial instrum&and non-derivative financial instruments, and
investment of excess liquidity.

1.1) Market Risk
(i) Foreign exchange rate risk

Ternium operates and sells its products in diffecemntries, and as a result is exposed to foreigange rate volatility. Ternium’s
subsidiaries may use derivative contracts in ordéredge their exposure to exchange rate risk elérfirom their trade and financial operations.
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33 Financial risk management (continued’

Ternium general policy is to minimize the negativgact of fluctuations in the value of other cugies with respect to the U.S. dollar.
Ternium’s subsidiaries monitor their net operatiagh flows in currencies other than the U.S. do#lad analyze its potential hedging
according to market conditions. These hedging @acaoried out by netting operational positionsyfibancial derivatives. However,
regulatory or legal restrictions in the countriesvhich Ternium’s subsidiaries operate, could lithé possibility of the company of carrying
out its hedging policy.

Ternium has certain investments in foreign operatiovhose net assets are exposed to foreign cyrtearslation risk. The fact that some
subsidiaries have measurement currencies othetltledd.S. dollar may, at times, distort the resoftthe hedging efforts as reported under
IFRS.

We estimate that if the Argentine peso, Mexicaropasd Venezuelan bolivar had weakened by 1% agiiedtS dollar with all other variabl
held constant, total pre-tax income for the yeaulddave been USD 30 million lower, as a resuloogign exchange gains/losses on
translation of US dollar-denominated financial piosi, mainly trade receivables and borrowings. ®ffect would have been offset by the
change in the currency translation adjustment dembin equity.

(i) Interest rate risk

Ternium manages its exposure to interest rateiliglahrough its financing alternatives and hedginstruments. Borrowings issued at varie
rates expose the Group to the risk of increaseulgat expense in the event of a raise in marketdst rates, while borrowings issued at fixed
rates expose the Group to a variation in its falug. The Group’s interest-rate risk mainly arisem long-term borrowings that bear variable-
rate interest that is partially fixed through diffat derivative transactions, such as swaps andtstes with options. The Group’s general
policy is to maintain a balance between instrumerposed to fixed and variable rates; which cambdified according to long term market
conditions.

Our nominal weighted average interest rate fordalnt instruments was 6.15% and 6.82% for 2007 806, 2espectively. These rates were
calculated using the rates set for each instrumneitg corresponding currency and weighted usirgdbllar-equivalent outstanding principal
amount of each instrument as of December 31, 26672806, respectively.

Ternium'’s total variable interest rate debt amodriteUSD 3.890 million (95% of total borrowings) fine year ended December 31, 2007 and
USD 899 million (85 % of total borrowings) for tlyear ended December 31, 2006.

If interest rates on the aggregate average notimfab dollar denominated borrowings held durin@20~vould have been 100 basis points
higher with all other variables held constant, ltptafit for the year ended December 31, 2007 wdwdde been USD 29.8 million lower.

(iif) Commodity price risk

In the ordinary course of its operations, Terniwmcpases raw materials (such as iron ore and skadosdpther commodities (including
electricity and gas). Commodity prices are gengradlatile as a result of several factors, inclygdihose affecting supply and demand, politi
social and economic conditions, and other circuntga. Ternium monitors its exposure to commodityepvolatility on a regular basis and
applies customary commodity price risk managemeategjies, including entering into long-term supagyyeements and/or fixing commodity
prices for limited periods of time. For further@nfnation on long-term commitments, see note 27(iii)

1.2) Credit risk

Credit risk arises from cash and cash equivalelggosits with banks and financial institutionsyedl as credit exposures to customers,
including outstanding receivables and committeddaations. Ternium’s subsidiaries have credit diride in place to ensure that derivative
and treasury counterparties are limited to highlitiguality financial institutions.

Ternium has no significant concentrations of creidk from customers. No single customer accoumtsrfore than five percent of Ternium’s
sales. Ternium’s subsidiaries have policies in@kacensure that sales are made to customers wap@ropriate credit history, and that credit
insurances, letters of credit or other instrumanésrequested to reduce credit risk whenever deemesssary. The subsidiaries maintain
allowances for potential credit losses. The util@aof credit limits is regularly monitored.

Trade and other receivables are carried at faceeaks allowance for doubtful accounts, if applieaThis amount does not differ significar
from fair value. The other receivables do not comitmpaired assets.
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33 Financial risk management (continued’
1.2) Credit risk (continued)

As of December 31, 2007, the total of trade reddasis of USD 847.8 million. These trade receiealiave guarantees under letter of credit
and other bank guarantees of USD 62.6 million, itiadurance of USD 327.9 million and other guaesstof USD 58.2 million.

As of December 31, 2007, trade receivables of U8B Z million were fully performing.

As of December 31, 2007, trade receivables of USB illion were past due but not impaired. Thesdate to a number of independent
customers for whom there is no recent history édualé These trade receivables as of December@17,2are past due less than 3 months.

The amount of the allowance for doubtful accouras WSD 27.0 million as of December 31, 2007. THaeance for doubtful accounts and
the existing guarantees are sufficient to coverdwe trade receivables.

The carrying amounts of the group’s trade and athegivables as of December 31, 2007, are denoedinathe following currencies:

Currency USD million
US dollar (USD) 686.(
EU euro (EUR 25.4
Argentine peso (ARS 30.5
Mexican peso (MXN 680.7
Venezuelan bolivar (VEE 95.2
Other currencie 6.C

1.3) Liquidity risk

Management maintains sufficient cash and marketatarities and credit facilities to finance normjpérations. The company also has
committed credit facilities to support its ability close out market positions if needed.

Management monitors rolling forecasts of the grsujgjuidity reserve on the basis of expected chesh. f

The table below analyses financial liabilities inbevant maturity groups based on the remainingpg@et the balance sheet to the contractual
maturity date. The amounts disclosed in the tatdelee contractual undiscounted cash flows.

Expected Maturity Date

As of December 3!

(USD million) 2008 2009 2010 2011 2012 Thereafter 2007

Borrowings 407.« 371.z 320.¢ 1,732.¢ 1,210. 42.€ 4,084.¢
Interests to be accrut 229.¢ 208.: 176.° 146.2 101.% 6.8 868.7
Total 636.6 579.F 496.7 1,879.C 1,312.: 49 .4 4,953 ¢

1.4) Capital risk

Ternium seeks to maintain an adequate debt/ecatity considering the industry and the markets witeyperates. The year-end ratio debt over
debt plus equity is 0.39 and 0.16 as of Decembg@Q07 and 2006, respectively. The Company doeband to comply with regulatory capi
adequacy requirements as known in the financiaices industry.
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33 Financial risk management (continued’

2) Accounting for derivative financial instrumentsand hedging activities
Derivative financial instruments are initially regdzed in the balance sheet at cost and subseyuentbasured at fair value. Changes in fair
value are disclosed under Financial income, netitem in the income statement. Ternium does ndgdds net investments in foreign entiti

Derivative transactions and other financial instemts, while providing economic hedges under riskagg@ment policies, do not qualify for
hedge accounting under the specific rules in IASG8anges in the fair value of any derivative imstents that do not qualify for hedge
accounting under IAS 39 are recognized immedidtethe income statement. The fair value of derixatnstruments is disclosed in Note 25.

3) Fair value estimation
The estimated fair value of a financial instrumisrthe amount at which the instrument could be argled in a current transaction between
willing parties, other than in a forced or liquiitat sale.

For the purpose of estimating the fair value oéficial assets and liabilities with maturities ;fdehan one year, the Company uses the market
value less any estimated credit adjustments. Farabvestments, including the trust fund, the Campuses quoted market prices.

As most borrowings include variable rates or fixates that approximate market rates and the cdn#ria@-pricing occurs every 3 to 6 months,
the fair value of the borrowings approximates #sging amount and is not disclosed separately.

In assessing the fair value of derivatives andrdihancial instruments, Ternium uses a varietynathods, including, but not limited to,
estimated discounted value of future cash floweguisissumptions based on market conditions existiegch balance sheet date.

34 Post balance sheet even

On February 1, 2008, Ternium, through its subsydiarsa Acero S.A. de C.V., completed the sale®interests in Steelscape Inc., ASC
Profiles Inc., Varco Pruden Buildings Inc. and M8flan LLC to BlueScope Steel North America Corpgorata subsidiary of BlueScope Steel
Limited, for a total consideration of USD 726 nalhi on a cash-free and debt-free basis, subjecbtkimg capital and other adjustments.
Ternium intends to use the proceeds of the sgbegjpay financial debt.

Ternium sold the assets after determining that thense not a strategic fit with its production systéfhe Company continues to own
Steelscape’s Shreveport, LA plant, which has airdssn integrated into its operations. Terniumdiag retained its pre-engineered metal
buildings and insulated steel panels businesskekico.

Roberto Philipps
Chief Financial Officer
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The registrant hereby certifies that it meetstadl tequirements for filing on Form 20-F and thdtas duly caused and authorized the
undersigned to sign this annual report on its Hehal

June 25, 200 TERNIUM S.A.

By /s/ Roberto Philipp

Name: Roberto Philipg
Title: Chief Financial Office
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Principal subsidiaries

The following is a list of Ternium’s subsidiaries@ecember 31, 2007.

Exhibit 8.1

Company Country of Organization Main activity

Hylsamex S.A. de C.V. (1 Mexico Holding company

Siderar S.A.l.C Argentina Manufacturing of flat steel produc

Sidor C.A. (2) Venezuele Manufacturing and selling of steel prodt
Ternium Internacional S.£ Uruguay Holding company and marketing of st
(formerly Techintrade Uruguay S.A products

[.LI. Industrial Investments Inc., S.A. de C.V) Mexico Holding company

Inversiones Siderurgicas S. Panamz Holding company

Ylopa—Servicios de Consultadoria Lda. (4)
Consorcio Siderurgia Amazonia Ltd.{

Fasnet International S.;
Alvory S.A.

Comesi San Luis S.A.I.C. (I

Inversiones Basilea S.A. (
Prosid Investments S.C.A.(
Impeco S.A. (7

Socominter de Guatemala S.A.

Ternium Internacional Espafia S.A. (forme
Socominter de Espafia S.A.U.)

Ternium Internacional Ecuador S.A. (forme
Socotrading S.A.) (&

Ternium International USA Corporation (forme
Techintrade Corporation) (¢

Ternium Internationaal B.V. (formerly Techint
Engineering Company B.V.)(¢

Ternium Internacional Pert S.A.C. (formerly
Techintrade del Perd S.A.C.) (

Ternium International Inc.(¢

Hylsa S.A. de C.V. (9

Ferropak Comercial S.A. de C.V. (
Ferropak Servicios S.A. de C.V. (
Galvacer America Inc (¢

Galvamet America Corp (¢

Transamerica E. & |. Trading Corp (
Galvatubing Inc. (9
Las Encinas S.A. de C.V. (

Técnica Industrial S.A. de C.V. (
Acerex S.A. de C.V

Madeira - Free zone
Cayman lIsland

Panam:

Uruguay
Argentina

Chile
Uruguay
Argentina
Guatemalz

Spain
Ecuadot
USA
Netherland:
Peru

Paname
Mexico
Mexico
Mexico
USA
USA

USA
USA

Mexico

Mexico

Mexico

Participation in the debt restructuring
process of Amazonia and Sidor C

Holding of investments in Venezuel
steel companie

Holding company

Holding of investment in procureme
services companie

Production of cold or hot rolled prepaint
formed and skelped steel she

Purchase and sale of real estate and «
Holding company

Manufacturing of pipe produc
Marketing of steel produc

Marketing of steel produc
Marketing of steel produc
Marketing of steel produc
Marketing of steel products
Marketing of steel products

Marketing of steel produc
Manufacturing and selling of steel prodt
Scrap compan

Services

Distributing compan

Manufacturing and selling of insulat
panel product

Scrap compan
Manufacturing and selling of pipe produ

Exploration, exploitation and pelletizing
iron ore

Services

Tooling service:



Company

Country of Organization

Main activity

Acerex Servicios S.A. de C.\

Mexico

Consorcio Minero Benito Juarez Pefia Colorada Mexico

S.A.de C.V. (10
Pefia Colorada Servicios S.A. de C.V. (
Ternium Treasury Services S.

Ternium Treasury Services B

Servicios Integrales Nova de Monterrey S.A. de

C.V. (11)

Ternium Mexico S.A. de C.V.
(formerly Grupo Imsa S.A.B. de C.v

Imsa Acero S.A. de C.V. (1
Enermex S.A. de C.V. (1.

Sefimsa S.A. de C.V. (1.

Ecore Holding S. de R.L. de C.V. (1
Neotec L.L.C. (12

Treasury Services L.L.C. (1.

APM, S.A. de C.V

Acedor, S.A. de C.Vv

Empresas Stabilit S.A. de C.V. (1
Acerus S.A. de C.V. (1

Imsa Monclova S.A. de C.V. (1.
Imsamex Ecuador S.A. (1
Industrias Monterrey S.A. (1.
Imsaacero Ecuador Holding S.A. (1
Corporativo Grupo Imsa S.A. de C.V. (1
Industrias Monterrey S.A. de C.V. (1

Ternium USA Inc. (formerly Imsa holding Inc.)
(12)

Industria Galvanizadora S.A. (1

Imsa Americas Inc. (12

Mexico
Uruguay
Holanda

Mexico

Mexico

Mexico
Mexico
Mexico
Mexico
USA
USA
Mexico
Mexico
Mexico
Mexico
Mexico
Ecuadotl
Guatemalz
Ecuadotr
Mexico
Mexico
USA

Guatemal:
USA

Services

Exploration, explotation and pelletizing of
iron ore

Services
Financial Service
Financial Service

Medical and Social Services
Holding company

Holding company

Holding company

Financial Service

Holding company

Holding company

Financial Service

Manufacturing and selling of steel prodt
Holding company

Holding company

Manufacturing and selling of steel prodt
Services

Marketing of steel produc
Manufacturing and selling of steel prodt
Holding company

Services

Manufacturing and selling of steel prodt

Holding company

Manufacturing and selling of steel prodt

Marketing of steel produc



Company Country of Organization Main activity

Imsa Caribbean Inc. (1. Puerto Ricc Manufacturing and selling of steel prodt

Imsa Colombia S.A. (12 Colombia Marketing of steel produc

Imsa Andina S.A. (12 Peru Marketing of steel produc

Multypanel de América S.A. (12) Costa Rica Manufacturing and selling of insulated
panel product

Industria Galvanizadora S.A. (1 Nicarague Manufacturing and selling of steel prodt

I(rigsjstria Galvanizadora de Honduras S.A. de  Honduras Manufacturing and selling of steel prodt

Industria GalvanizadorS.A. de C.V. (12 El Salvadol Manufacturing and selling of steel prodt

Industrias Monterrey S.A. (1. Costa Rict Manufacturing and selling of steel prodt

(1) Indirectly through the participation of Ternium Mea S.A. de C.V. (70.00%) and Siderar S.A.l.C. €2956). Total voting rights helc

(2)

(3)
(4)
(5)
(6)
(7)
(8)
(9)

(10)
(11)
(12)

99.92%.

Indirectly through the participation in Amazar(b9.73%). Total voting rights held: 59.73%. Inrh@008, the Venezuelan government
announced its intention to nationalize Sidor. Foreninformation on the Sidor nationalization pragesee Item 4. “Information on the
Compan—aA. History and Development of the Comp—Sidor Nationalization Proce”

Formerly I.1.1-Industrial Investment Inc. As of December 13, 2@@vas merged into Ternium México S.A. de C

Directly (88.89%), indirectly through Prosid Invesnts S.C.A. (11.11%). Total voting rights helddD%.

Directly (85.62%) and indirectly through the paiggtion in Prosid Investments S.C.A. (14.38%). Tetding rights held: 100.00%
Indirectly through Siderar S.A.l.C. (99.00%) andrfiem Internacional Uruguay S.A. (1.00%). Totalimgtrights held: 100.00%
Indirectly through Siderar S.A.l.C. Total votinghits held 100.00%

Indirectly through Ternium Internacional S.A. oflduay.

Indirectly through the participation in Hylsameotal voting rights held: 99.92%. See note 3(ehesCompan’s audited consolidate
financial statements included in this annual reg

Indirectly through the participation in Hylsamesot@l voting rights held: 50.009

Incorporated during 200°

Subsidiary of Ternium Mexico S.A. de C.V. Sexe 3(a) to the Company’s audited consolidateginfiial statements included in this
annual report



Exhibit 12.1
CERTIFICATE
I, DANIEL NOVEGIL, CERTIFY THAT:
1. I have reviewed this annual report on Form 28f-Fernium S.A.;

2. Based on my knowledge, this report does notaioreny untrue statement of a material fact or améitate a material fact necessary to make
the statements made, in light of the circumstanoeler which such statements were made, not misigadth respect to the period covered by
this report;

3. Based on my knowledge, the financial statememd,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the company as of, and for, the pisrjaoresented in this report;

4. The company other certifying officer(s) and | are responsifoleestablishing and maintaining disclosure cdstemd procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the company and have:

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedortee designed under our
supervision, to ensure that material informatidatieg to the company, including its consolidatetsidiaries, is made known to us by others
within those entities, particularly during the metin which this report is being prepared;

(b) Designed such internal control over financ&darting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting attie preparation of financial statements for
external purposes in accordance with generallymedeaccounting principles;

(c) Evaluated the effectiveness of the companyssldsure controls and procedures and presentddsinefport our conclusions about the
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change in the canys internal control over financial reporting tleecurred during the period covered
by the annual report that has materially affecteds reasonably likely to materially affect, thengpany’s internal control over financial
reporting; and

5. The company'’s other certifying officer(s) andalve disclosed, based on our most recent evaluatiimternal control over financial
reporting, to the company’s auditors and the acalihmittee of company’s board of directors (or pessperforming the equivalent functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the compamygity to record, process, summarize and repoairicial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmiifiole in the companyinterna
control over financial reporting.

Date: June 25, 2008

/s/ Daniel Novegi
Name Daniel Novegil
Title: Chief Executive Officer




Exhibit 12.2
CERTIFICATE
I, ROBERTO PHILIPPS, CERTIFY THAT:
1. I have reviewed this annual report on Form 28f-Fernium S.A.;

2. Based on my knowledge, this report does notaioreny untrue statement of a material fact or améitate a material fact necessary to make
the statements made, in light of the circumstanoeler which such statements were made, not misigadth respect to the period covered by
this report;

3. Based on my knowledge, the financial statememd,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the company as of, and for, the pisrjaoresented in this report;

4. The company other certifying officer(s) and | are responsifoleestablishing and maintaining disclosure cdstemd procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the company and have:

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedortee designed under our
supervision, to ensure that material informatidatieg to the company, including its consolidatetsidiaries, is made known to us by others
within those entities, particularly during the metin which this report is being prepared;

(b) Designed such internal control over financ&darting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting attie preparation of financial statements for
external purposes in accordance with generallymedeaccounting principles;

(c) Evaluated the effectiveness of the companyssldsure controls and procedures and presentddsinefport our conclusions about the
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change in the canys internal control over financial reporting tleecurred during the period covered
by the annual report that has materially affecteds reasonably likely to materially affect, thengpany’s internal control over financial
reporting; and

5. The company'’s other certifying officer(s) andalve disclosed, based on our most recent evaluatiimternal control over financial
reporting, to the company’s auditors and the acalihmittee of company’s board of directors (or pessperforming the equivalent functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the compamygity to record, process, summarize and repoairicial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmiifiole in the companyinterna
control over financial reporting.

Date: June 25, 2008

/s/ Roberto Philipp
Name Roberto Philipps
Title: Chief Financial Officer




Exhibit 13.1
CERTIFICATION
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

(SUBSECTIONS (A) AND (B) OF SECTION 1350, CHAPTER & OF TITLE 18, UNITED
STATES OF AMERICA CODE)

Pursuant to Section 906 of the Sarbanes-Oxley A2002 (Subsections (a) and (b) of Section 135@p@dr 63 of Title 18, United States
of America Code), the undersigned officer of Temi8.A. (the “ Company), hereby certifies, to such officer's knowledgleat the Companyg’
Annual Report on Form 20-F for the year ended Déxar31, 2007 (the “ Repdty, fully complies with the requirements of sectid8(a) or 15
(d), as applicable, of the Securities ExchangeoAdt934 and the information contained in the Refairty presents, in all material respects,
financial condition and results of operations & Gompany.

Date: June 25, 2008 /s/ Daniel Novegi
Name Daniel Novegil
Title:  Chief Executive Officer

The foregoing certification is being furnished $plpursuant to section 906
of the Sarbanes-Oxley Act of 2002 (subsectionsu(al) (b) of section 1350, chapter 63 of
title 18, United States of America Code) and ishming filed as part of the Report or
as a separate disclosure document.



Exhibit 13.2
CERTIFICATION
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

(SUBSECTIONS (A) AND (B) OF SECTION 1350, CHAPTER & OF TITLE 18, UNITED
STATES OF AMERICA CODE)

Pursuant to Section 906 of the Sarbanes-Oxley A2002 (Subsections (a) and (b) of Section 135@p@dr 63 of Title 18, United States
of America Code), the undersigned officer of Temi8.A. (the “ Company), hereby certifies, to such officer's knowledgleat the Companyg’
Annual Report on Form 20-F for the year ended Déxar31, 2007 (the “ Repdty, fully complies with the requirements of sectid8(a) or 15
(d), as applicable, of the Securities ExchangeoAdt934 and the information contained in the Refairty presents, in all material respects,
financial condition and results of operations & Gompany.

Date: June 25, 2008 /s/ Roberto Philipp
Name Roberto Philipps
Title:  Chief Financial Officer

The foregoing certification is being furnished $plpursuant to section 906
of the Sarbanes-Oxley Act of 2002 (subsectionsu(al) (b) of section 1350, chapter 63 of
title 18, United States of America Code) and ishming filed as part of the Report or
as a separate disclosure docum



