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Item 2.02. Results of Operations and Financial Condition.

On July 8, 2009, Alcoa Inc. held its second quarter 2009 earnings conference call, broadcast live by webcast. A transcript of the call and a copy of the slides presented during the call
are attached hereto as Exhibits 99.1 and 99.2, respectively, and are hereby incorporated by reference.

*  *  *  *  *

The information in this Current Report on Form 8-K, including Exhibits 99.1 and 99.2, is being furnished in accordance with the provisions of General Instruction B.2 of Form 8-K.

Forward-Looking Statements

Certain statements in this report relate to future events and expectations, and as such constitute forward-looking statements within the meaning of the Private Securities Litigation Reform Act
of 1995. Forward-looking statements also include those containing such words as “anticipates,” “believes,” “estimates,” “expects,” “targets,” “should,” “will,” “will likely result,” “forecast,”
“outlook,” “projects” or similar expressions. Such forward-looking statements involve known and unknown risks, uncertainties and other factors that may cause actual results, performance or
achievements of Alcoa to be different from those expressed or implied in the forward-looking statements. Alcoa disclaims any intention or obligation, other than as required by applicable law,
to update or revise any forward-looking statements, whether in response to new information, future events or otherwise. Important factors that could cause actual results to differ materially
from those in the forward-looking statements include: (a) material adverse changes in economic or aluminum industry conditions generally, including global supply and demand conditions and
fluctuations in London Metal Exchange-based prices for primary aluminum, alumina and other products; (b) material adverse changes in the markets served by Alcoa, including automotive and
commercial transportation, aerospace, building and construction, distribution, packaging, industrial gas turbine and other markets; (c) Alcoa’s inability to mitigate impacts from energy supply
interruptions or from increased energy, transportation and raw materials costs or other cost inflation; (d) Alcoa’s inability to achieve the level of cash generation, return on capital improvement,
cost savings or earnings or revenue growth anticipated by management in connection with its restructuring, portfolio streamlining and liquidity strengthening actions; (e) Alcoa’s inability to
complete its Brazilian growth projects and portfolio streamlining projects or achieve efficiency improvements at newly constructed or acquired facilities as planned and by targeted completion
dates; (f) unfavorable changes in laws, governmental regulations or policies, foreign currency exchange rates or competitive factors in the countries in which Alcoa operates; (g) significant
legal proceedings or investigations adverse to Alcoa, including environmental, product liability, safety and health and other claims; and (h) the other risk factors summarized in Alcoa’s Form
10-K for the year ended December 31, 2008, Form 10-Q for the quarter ended March 31, 2009, and other reports filed with the Securities and Exchange Commission.
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Item 9.01. Financial Statements and Exhibits.
 

(d) Exhibits.

The following are furnished as exhibits to this report:
 

99.1   Transcript of Alcoa Inc. second quarter 2009 earnings call.

99.2   Slides presented during Alcoa Inc. second quarter 2009 earnings call.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the undersigned hereunto duly authorized.
 

ALCOA INC.

By:  /s/    J. Michael Schell
 J. Michael Schell
 Executive Vice President —
 Business Development and Law

Dated: July 13, 2009
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EXHIBIT INDEX
 
Exhibit No.  Description
99.1  Transcript of Alcoa Inc. second quarter 2009 earnings call.

99.2  Slides presented during Alcoa Inc. second quarter 2009 earnings call.
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P R E S E N T A T I O N
  
Operator

Good day, ladies and gentlemen, and welcome to the second quarter 2009 Alcoa earnings conference call. I will be your audio coordinator for today. At this time, all participants are in a listen-
only mode. We will facilitate a question-and-answer session at the end of the presentation. (Operator Instructions). I would now like to turn the presentation over to your host, Mr. Matthew
Garth, Director of Investor Relations. Please proceed.
  
Matthew Garth - ALCOA Inc - Director, IR

Thank you, Eric. Good afternoon, and welcome to Alcoa’s second quarter earnings conference call. I am joined by Chuck McLane, Executive Vice President and CFO, who will review second
quarter financial results, and Klaus Kleinfeld, President and CEO, who will discuss current market conditions, and our progress in improving Alcoa’s cost structure and balance sheet.

Before we begin, I would like to remind you that today’s discussion will contain forward-looking statements relating to future events and expectations. You can find factors that could cause the
Company’s actual results to differ materially from these projections listed in today’s press release, in Alcoa’s most recent Form 10-K, and other SEC filings. In addition, we have included some
non-GAAP financial measures in our discussion. Reconciliations to the most comparable GAAP financial measures can be found in today’s press release, in the Appendix of today’s
presentation, and on our website at www.alcoa.com under the “Invest” section.
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Now I would like to turn it over to Chuck.
  
Chuck McLane - ALCOA Inc - EVP, CFO

Thanks, Matt. We really appreciate everyone joining us today.

Before I begin the financial review, I would like to draw your attention to three conclusions that we hope you would take away from our second quarter performance. First, we are exceeding
expectations in each of our cash sustainability targets. Secondly, those improvements are being realized in our financial statements, and lastly, our liquidity position is showing marked
improvement. With those as a backdrop, let’s move to the overview.

For the quarter our loss from continuing operations was $312 million, or $0.32 per share, a 45% improvement sequentially. Excluding restructuring, loss from continuing operations was $256
million, or $0.26 per share. The second quarter showed marked improvement over the first quarter, as we realized substantial benefits from our cost reduction efforts, and an uptick of 6% in the
realized price of aluminum. Unfavorable currency impacts and reduced volumes related to continued end market weakness somewhat offset these positives.

As Klaus will demonstrate we are exceeding expectations on each of our cash sustainability targets. As a result, cash from operations of $328 million was a $599 million improvement, free
cash flow improved 652 million, and EBITDA improved 281 million. Our debt to cap declined 80 basis points, from 40.6 to 39.8, and we ended the quarter with 851 million of cash on hand.

Let’s now review the income statement. You have the detailed income statement in the press release, but let me highlight a few items before moving on to the sequential profitability bridge.
Income from continuing operations improved on a sequential basis by 168 million, or 35%. COGS as a percent of sales improved 650 basis points in the quarter, driven largely by cost
reductions realized from our procurement and overhead initiatives.

Restructuring charges for the quarter represent the Company’s continued focus on streamlining operations and overhead through head count reductions. After tax these items negatively
impacted results by $0.06 a share. In a few slides we will provide a recap of these reductions for the last three quarters. Let’s move to the effective tax rate.

Excluding the discrete tax items in the first quarter, the income statement ETR declined 9.1 points sequentially. That is a negative impact of $0.03 a share from the first quarter. You may
remember as I stated last quarter, with the profit and loss drivers being volatile in the businesses, by that I mean currency, energy, et cetera, and applying the rules around when you can and
cannot benefit losses, this rate could continue to be volatile during the year. For now we should look forward at a 31.5% for the year.

Lastly the loss from discontinued operations is comprised of AEES, the wire harness business, which we divested in June. This loss is reflective of weak operating performance in the quarter,
and the cash consideration in the sale. As a result of this divestiture our automotive exposure now stands at 2% of revenue.

Let’s now move on to the bridges, which will quantify the operational impact sequentially and then year-over-year. This slide bridges the sequential improvement of 221 million and our loss
from continuing operations excluding restructuring and other special items. It is a fairly straightforward bridge in that our procurement and overhead initiatives, combined with the higher LME
price, represented more than the entire sequential improvement, partial offsets with the lower tax rate, and unfavorable currency impact.

For a more comprehensive view of the impact that our procurement and overhead initiatives are having on results, let’s take a look at the year-to-date year-over-year bridge. As we are all
painfully aware, LME pricing was the single largest contributor to reduced profitability on a year-over-year basis. Realized pricing of 1620 per ton was 45% lower than the first six months of
2008. In addition, with the exception of industrial gas turbines, lower revenues were experienced across every segment and end market. A few major markets worth noting, Aerospace was
down 20%, Commercial Transportation down 49%, Automotive down 51%, and Industrial Products and Distribution down 59%.

Another negative that I draw your attention to is the category we name curtailment. To avoid confusion, this $90 million cost primarily represents the noncash fixed costs that continue to be
incurred, once the facility is partially or fully curtailed. Even though we made the right decision in curtailing production as those decisions were made on a cash basis, these costs will continue
to hit P&L. These significant negative impacts, pricing, curtailments, volume, were partially reduced by 874 million of favorable productivity and currency, a testament that our procurement
overhead initiatives are having a significant and positive impact to earnings.
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Before moving to the segments, let’s take a look at the head count reductions toward driving improved performance, but more importantly, whether those reductions are sustainable, as we
attempt to structurally lower our cost base on a permanent basis. As you know, we began to take action last year to quickly redesign operations and improve work flows to structurally reduce
head count. This chart illustrates the reductions identified and their applicable charges. It also allows you to see which have been completed, and those yet to be completed.

For the last four quarters we have identified a total of 21,650 reductions, or 18,000 of which have been completed. These reductions will achieve run rate savings of 520 million by year end. In
2009 we expect 320 million of cash savings, a testament to swift decision making across the Company. More important is how many of these reductions are permanent, and how many would
be added back once markets recover. Although it is not an exact science, we estimate that 75% of the reductions are permanent.

In these initiatives as in every initiative in our cash sustainability program, the overriding objective is to execute structural changes to our cost base, and thereby provide Alcoa a competitive
advantage. Let’s now move on to the segments starting with Alumina. Alumina production declined 4%, or 136,000 tons, due to production curtailments mostly Point Comfort and Suriname.
Our lowest cost refinery Pinjarra established a new daily output record, with the second quarter’s rate nearly 3% higher than the full year 2008 average.

For the quarter, ATOI declined 42 million, significant negative impacts include currency of 40 million, and higher fuel costs of 7 million. In addition, pricing declined 3%. These negative
impacts were partially offset by spend reduction efforts in maintenance, labor, and transportation. As we move to the third quarter, we expect our productivity programs to continue to deliver
results, in terms of spend reduction and labor productivity.

Additionally, caustic costs will continue to decline, through both lower consumption via operating practices, along with decreased pricing. Currency and energy continue to pose a risk, with the
current US dollar and fuel lower levels would adversely affect our sequential results.

Lastly we hit a milestone during the quarter, as we began commissioning the Juruti mine. Both the Juruti mine and the Sao Luis refinery expansions will continue in their start-up phase, as we
move through the year. These projects will incur start-up costs estimated at 12 million during the upcoming quarter. But it is worthy to note that we are well on our way to having these
combined projects become a valuable part of our world class bauxite refining business.

Let’s move to the Primary segment. Smelting production increased 26,000 tons, as record Iceland production, and the addition of the Mosjoen and Lista Norway smelters, more than offset the
curtailments at Tennessee and Massena East. As a footnote to you, the addition of the Norway smelters added 67,000 tons.

Third party realized pricing was up $100 a ton, or 6%. ATOI increased 34 million sequentially. Remember, the first quarter ATOI included a 112 million noncash gain associated with the
Elkem transaction. Excluding this gain this segment generated 146 million in operational improvements. We have realized two significant negative effects on our sequential results, namely
adverse currency effects of 38 million, and the completion of our Anglesea Power Station upgrade, which reduced earnings by 8 million.

Strong spend reduction efforts more than offset these negative effects. Costs including carbon, power, labor, and maintenance materials and services were lower, and we expect that trend to
continue in the third quarter. Our production run rate including the addition of approximately 280,000 tons of capacity from the Norwegian smelters stands at 3.5 million tons. We have
completed our curtailments, which equal 20% of our primary production.

Let’s now move to the Flat-Rolled Products segment. In the Flat-Rolled Products segment, shipments are flat versus last quarter, and 22% down on a year-over-year basis. Every end market in
this segment has experienced a revenue decline sequentially, except for Automotive, which experienced an uptick from the restart of idle production and Packaging. Sequential improvement in
ATOI is driven primarily by procurement savings and head count reductions.

Year-to-date, we have reduced 3,000 positions, 40% in Russia alone. Together these more than offset the lower volumes and the negative currency impact in Australia. Next quarter we
anticipate markets to remain weak, and typically we experience slow customer demand, as plants shut down for the summer in Europe. However we expect continued gains from productivity
and procurement actions, and higher volumes from our packaging business.

Moving to the Engineered Products and Solutions segment . During the second quarter the Engineered Products and Solutions segment was expanded to include the hard alloy extrusions
business, which had previously been part of Flat-Rolled Products. This business services the Aerospace, Automotive and Industrial Products markets, and has been combined with the Forgings
business, to leverage synergies between the two businesses.
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Revenues for the entire segment during Q2 which are typically the strongest of the year, continue to decline falling 6% on a sequential basis, due largely to weakening Aerospace demand. On a
year-over-year basis, the reduction was more dramatic with revenue down 28%, again due to weaker markets across the entire portfolio, including declines in excess of 55% for the commercial
vehicle segment.

After tax operating income for the quarter of 88 million was 7% below the sequential quarter, driven by lower Aerospace demand, partially mitigated by continuing cost control measures and
lower overheads. Our outlook for the third quarter is to focus on market share in a period where markets are expected to remain weak, and seasonal decline is anticipated. Benefits from cost
savings programs will continue.

Let’s now move to the cash flow statement. For the quarter, cash from operations was 328 million, an improvement of 599 million sequentially. Working capital decreased 329 million in the
quarter, largely on actions taken to drive down inventory levels. We expect additional inventory reductions to take place during the year, as we continually drive structural changes to our days
inventory on hand. The Other adjustments line includes adding back the loss from discontinued operations, as well as the restructuring charges.

CapEx in the quarter was 418 million, down 53 million sequentially. This result reflects our focus on strong cash management, as our efforts offset the negative impact from currency. Klaus
will talk more about our performance against the CapEx target in a few minutes. Free cash flow improved by more than 650 million in the quarter, as we are getting very close to our goal of
being free cash flow positive. Lastly, debt to cap stood at 39.8, a reduction from the 40.6 at the end of the first quarter.

I would like to finish on a slide which has become popular internally. This slide illustrates the positive response we have seen in the marketplace as a result of our holistic cash sustainability
program. The yellow line on the left hand side shows the Alcoa debt yield in the secondary market. The blue one shows the Alcoa stock price, and the red one on the right hand side shows our
five year credit default swaps.

These positive trends are a very good reflection of the strength of our balance sheet, and the strength of the cash sustainability program we initiated during our recent equity offering. Okay, so
let me finish where I started. First, we are exceeding expectations in each of our cash sustainability targets. Second, those improvements are being realized in our financial statements, and
lastly, our liquidity position is showing marked improvement.

I would now like to turn it over to Klaus.
  
Klaus Kleinfeld - ALCOA Inc - President, CEO

Thank you very much Chuck. Good afternoon to you all. I really like the chart that Chuck ended with, and I also like to see all of the actions coming through here, that all of the Alcoans every
day are working so hard on. I think that all of you that just had roughly an hour to digest the numbers, I think can clearly see that we are expecting our fundamentals, we are enhancing our
position, that is all good. I am going to use my time here to give you a little bit more color on what is really going on here, and how are we doing that, and how are we getting this in to a
sustainable level.

But let me first start with something that I finally get asked more these days than around Alcoa, I get asked more around what is really going on in our end markets. As you all know, Alcoa is a
global company, and we have a lot of end markets that we cater to, and we are very, very early kind of in the chain. So we see some changes there at an early point in time. So this slide many of
you are used to. This is an update of it. So let me just go through it.

Let’s start with the Aerospace market. We really do see some kind of early signs of a cyclical downturn, there are more parked aircrafts, there is weak airline traffic, some early cancellations. It
is expected to have a 6% decline of deliveries of large aircraft, and that is already adjusted for the Boeing strike impact of last year.

Let’s move on over to the Automotive segment, obviously a very, very important one also for us. Global demand is expected to drop down to 52 million cars. That is about a 20% decline from
2008. However there are some signs of stabilization.

We expect that in the US, in the second half, the build rates are going to go up by about a million cars, compared to the first half of the year, which is basically a restart to replenish the
inventories. Inventories had fallen by 40% from the start of the year which is about 1.3 million
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vehicles, and some of you have certainly seen Ford and Toyota announced to boost production on some of their more popular models, as inventories have reached a level, which they consider
very, very low, too low. And that is why they started up. That is one thing.

The other thing we see here is President Obama has signed the Cash for Clunkers Bill, this is expected to get an additional 200,000 cars sold, obviously given the timing, this is back-end
loaded, back-end 2009 loaded. Many of you may remember there have been similar preceding programs, very successfully implemented in many of the European countries. So I believe this is
also going to have a positive impact here.

Lastly on the Automotive side, we also see the auto production in China growing, partially driven by Government incentives. There is an incentive program of tax refunds for the purchase of
small cars for instance. And it is absolutely worthwhile to note, because it shows the changes in the global economy, this is the first year that the China build rate for cars is more than the US,
and also more than Japan. So that concludes the Automotive.

Let me move on to Heavy Trucks and Trailer. Heavy Trucks and Trailer has been really hard hit, the build rate is expected to fall by about 30%, down to 1.1 million vehicles. But also here, we
do see signs of stabilization in the US. In June we saw a 10% increase of net orders for Class 8 trucks.

The Beverage Can market, the next segment here, is a segment in which we really expect to have a reasonable stable performance, based on steady summer demand in the US. You may
remember it is the biggest region, it accounts for about 50% of the total consumption on beverage cans.

Commercial building and construction we believe is going to weaken in the second half of ‘09. Traditionally you have a one year lag to residential market activity, and we believe that is going
to come through here. The last segment Industrial Gas Turbines we are beginning to see some delays here, the electricity demand is declining, as an effect from the downturn. We do see project
financing remaining elusive.

Overall, the global environment for 2009 clearly remains challenging, but I believe we do see some pockets of growth, like in China, and signs of stabilization in the US in Automotive and
Beverage Cans in general. So, that is kind of an overview on the end markets, and if there are some questions around that, I would be happen to address them later in the Q&A.

Let’s move to our market, the Aluminum industry. You have seen that chart I have showed it before. I showed it in the Q1 announcement. It basically shows the projected primary aluminum
consumption by region, on the left hand side the break down, on the right hand side the growth rate. We stick to our growth rate projections in 2009 of a minus 7% decline, which is pretty
much what we said before. We reaffirm that, which is equal to 34.5 million tons production.

That already includes what we do see and hear in here, going on in our market that there is about 1 million tons of primary metal, that is going to be substituting for the deficit that is occurring
in the scrap market. And I am going to go more in depth in there, because I believe that is important to understand. Why is that so? Why is there less scrap around, it is mainly due to
significantly less cars getting scrapped, a function partially of low steel prices, and there is reduced industrial scrap production due to reduced production in general.

So let’s move on and take a look at some of the market dynamics. What you see here on this slide, and we have really not shown that before, but we had some debates around it in some of the
sessions with you, and I thought it was worthwhile to put those numbers together. This is the globally reported primary inventories, and you see here the different types of inventory. The dark
blue is really the LME here.

You see in general inventories are climbing up pretty substantially. We currently have 64 days of consumption at the inventory level. The main increase as you see here comes through the
LME. The dark blue thing here, the LME warehouse, but what people don’t understand and I think we have to understand that better, while this looks very, very high, there are some logistical
and contractual constraints, that reduce the accessibility of what exists, what is in an LME warehouse. What exists as an LME warehouse stock

You also do see here interestingly that everything else, all of the other stocks are declining, which is just simply a function of the destocking in the system. And let’s take a look here a further
look at the distributor stock on the next slide, so you get a better understanding of what’s going on there. This here is the US metal service center inventory over a pretty long period, from
January 2001 to basically today. And what you do see here is US distributor stocks have declined by 51% from the highest level in October of 2006. That is if you look at the chart also the
lowest level of this decade.

If you put those things together, I mean on the one hand, reduced accessibility of LME warehouse stock and the distributor stock level unprecedented lows, you can really see that the supply
chain is very, very thin. Once demand comes back, and I have to be more precise, not once demand comes back, but once the assumption of demand comes back, the expectation of demand
comes back, there will be a pretty substantial metal flow filling the gap. That is our belief, and we are really firm on that.
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We actually do see some of the tightness that is in the markets already when you go to scrap. Let’s go to the next page. This on the left hand side shows the scrap prices as a percentage of the
LME. But what you do see here is the scrap prices go up, or saying it another way, the discount goes down, and it is really almost independent on which segment of scrap you go into, whether
it is painted siding, used beverage cans, food containers, lithographic sheets.

We at Alcoa are one of the largest scrap buyers, we are in the market everyday and that is why we really see those things happening there, and when you add those things together that I was
just talking about, and I will explain the right hand side, but let me give you a little bit of background on that. You have on the one hand curtailed capacity, you have stocks moving to the LME,
you have a very thin supply chain, and you have a scrap gap.

And then you see exactly what is depicted here on the right hand side, you see that you have pockets of metal tightness already today, which you see by the uptick in regional premiums. That is
what is happening today, and that is what I think one has to better understand to get a feel for what is really going on, and what are the green shoots, or whatever you want to call it.

So let’s move on and go to the global supply and demand situation on the next slide. This slide I have shown before. This is an updated version of it. It is for aluminum supply and demand
balance. The reason why we are dividing China and the Western world, is because we believe that China is self sustaining, and one really has to see those things separately.

We do see however, that China has a deficit in principle, which is currently filled by the Western world, and we expect that even when the restarts are coming into China, of a magnitude we
assume is about 1.3 million, we assume that the net imports are going to be around 900 million [thousand] as you can see here tons going into China.

Currently we have seen I am told May basically, around 700,000 tons already going, and we still see the importing activity. So we might actually be a little short, and a little bit too conservative
with the 900,000, but we do believe that in general the deficit is basically an overshooting in China from two things. On the one hand, a very substantial curtailment that we have seen on the
smelting side.

On the other hand, a stimulus program in China that shows a real impact because it is a shovel ready project. It is infrastructure projects, and that is what is acting there. On the right hand side,
we see the Western world roughly 17% of all production has been curtailed. Several of the suppliers have completed their announced curtailments, there are still about 600,000, a little bit more
than 600,000 tons, that have been announced to be taken off line. But all of this still adds up to about 1.2 million of a surplus in the Western world.

So let’s move over to the Alumina side. On the Alumina side, the picture is very different, because China is not self sustaining. So you really can’t, even though we split it up here into the two
worlds. That is why you only see one scale because the two markets are interacting with each other. China is not independent, it is not self sustaining.

Alumina currently is in a global supply and demand balance already. That is good news particularly for Alcoa, given that we have a long alumina position, as most of you know. So with that
kind of I hope you get a better understanding of what is going on in our market and in the end markets in general.

Let’s move over now into our actions, what have we been doing. To remind those of you who have not followed us that closely, is what have we done here. We have put a program together
Chuck was referring to it, which we call our holistic Alcoa approach, and it really has two powerful engines that this fires on, which are depicted here. On the right hand side, the financial
engine, the asset disposition, dividend reduction, equity and equity linked financing on the left hand side, operational measures, from overhead reductions, procurement efficiency, CapEx
reductions, and what are the capital initiatives.

All of those things we have announced and clearly committed ourselves to, and I am going to run you through specifically each one of those operational programs, on how this is going. The
chart that Chuck ended with, is probably the best indication of how effective this is, you remember when we launched this program, we had our CDS standing at around 1,200. If you can see
by the chart today, it is around a 400 basis point level, which is a very, very good reflection of the level of confidence, and we would totally agree with that.

So let’s go through now the Q2 operational improvements, and I will give you a little bit more color on that, and let’s start with the biggest operational savings, which is around procurement.
We started saying on the procurement side, keep in mind 16 billion is the total level that we
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are talking about here. We started, we are going to reduce it by 2 billion in the next two years, we then said 1.5 billion we are going to get out this year, and guess where we are, only halfway
through the year we are at around 1 billion, which obviously is 2/3 of the full year target, which is really very, very, very, very good.

If you take the total spend reduction, the total spend reduction is down by 1.9 billion, but you have to adjust that to volume declines, and then you get the real savings, which is the 1 billion.
But I want to point that out just to prevent the question of people saying, hey there are volume aspects on that stuff. It is not in there, it would not be right to have it in there. This is really
substantial savings. And I show you three examples on what we have been doing there.

So let’s go to the next one. I have been talking about coke, and I guess many of you on the phone are starting to get coke experts and caustic experts, and I will give you another category later
today, which is pitch. Let’s start with coke. Why start with coke? Coke is an important ingredient in our smelting, and our smelting operations it is about 13% of our total smelter costs. What
did we do there?

We put a multifunctional team together, of platform operators, technical experts, and procurement specialists, and they came out together, and together only were they able to come out with
that. They were reducing the specs, and they were qualifying new suppliers with that, the impact of that today, a 34% reduction. The projected impact for the full year, 59%. We actually just to
give you a deeper understanding, 60% of all smelters that we have expanded their specs, and we are not done yet. So that is really very, very good.

On the caustic side, a very different approach, but enormously impactful. We actually changed over the pricing, we had before what we called the semester price, so basically every half year
we adjusted it, this is nice if you are a bureaucracy, but not nice if you really want to come up with maximum savings. So we really now have a very flexible pricing, basically on days where
we have the impression that the market price is very low, we go for a longer term contract. On days where we have the impression that is different, we go for spot prices.

In addition to that, we quantified new suppliers in China. In addition to that, we did forward integration, we signed up a Mexican partner, all of that worked well, up to today a 26% reduction of
caustic costs, and as you can see here, we originally were shooting for 37%. At the time when we started the team said that is totally a stretch, and now the same teams are saying, we can do
62%. That is I think a very, very good achievement, and keep in mind caustic is 10% of the refining costs, so that is substantial.

Let’s move to the coal tar pitch, let’s move onto the next chart. Because what happens here in inside of the Company, people are getting excited, and they are getting more demanding of
themselves. They really want to take the best practice that they achieve in some categories, and show that we can bring that over even into markets which are highly concentrated, where one
would think that you almost have no chance of breaking those very strong supplier structures, to be neutral here.

So they are using levers like expanding specifications, changing or looking at different suppliers, and doing backward integration. All of that together they have applied on the Pitch side. Guess
what happened here, 7% savings already up to the second quarter, and they believe, the team believes that they can bring it further down to 17%. So that is really very, very good, and also it
indicates a new level of excitement inside of the Company, and working on those things.

Let’s turn to the next category, overhead reductions. On the overhead reduction, remember we said we don’t have time, the world is falling apart, we need cash. And therefore we said we are
going to do a very simple thing, 20% hair cut, no discussion period. And that is what led to this 400 million. That was a scientific foundation of this 400 million. We then said, okay we are
going to get this 400 million over two years, we want to have 200 million of it this year, guess what. I mean the Alcoans have not only accepted it, but they have overshot it.

We already have 268 million as of the second quarter, which is 134% of the full-year target. It is really a reflection of what was shown, and Chuck’s charts before, when you look at the
dramatic reduction of head count, and the speed of the reduction of head count here. That is one thing, and the other thing that one can see, is that everybody inside the Company is looking at
their expense situation, and bringing it down and working really hard on it.

Let’s go to the next category, which is Capital Expenditures. Remember we said we had 3.4 billion last year. We want to come down to 1.8 billion this year, and then we want have a sustainable
level of 850 million. I mean under all assumptions that is big.

So what have we achieved, year-to-date 2009 capital expenditures are 889 million, that is 49% of the 1.8 billion target for 2009. That was only possible to really aggressively manage the
actions of the first half of the year, because I mean we are all out there in the real world. There is one thing what we want, there is another thing what happens. So we had quite substantial
headwinds that were coming in particularly through currency.
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We had almost 100 million in headwinds coming in through currencies, which really hit us hard, and we are going to work very, very hard to continue to compensate for that in the second half
of the year, to reduce the spend and also try to defer spend, noncritical spend, to compensate for currency impacts that we expect to continue in the second half of the year.

Good news is, you all know that it is really the large projects, the Brazilian projects, Juruti and Sao Luis, they will start the operation on time. I will attend the official opening of Juruti,
together with President Lula, in September, and the spend on the two projects will extend into the second half, as some of the nonessential spend was deferred. We will continue our focus as
you can see by all of this, our focus on generating free cash flow.

I told you before, I will tell you again, the whole Company operates against one single target, operates and generates free cash flow. You can also see that when you look at the working capital
targets. Remember we said we want to generate about 800 million of working capital this year. We told you that we benchmarked all of that. We knew that we are pretty good on Accounts
Payable and also on Accounts Receivable, not so good in the benchmarking on inventory.

So the good news was we believed that there was room for improvement, and here we go, 680 million generated from, cash generated from working capital reduction, and the main as you can
see here through inventory and work in process reduction, which was achieved through substantial process improvements. So all of that is good, all of that the right things, but you should not
walk away here thinking the Company is only in a mode of bringing the costs down, and getting the cash out. And ignoring, or not putting enough attention on growth opportunities. I mean
don’t walk away with that, and remember that the last time I put in my presentation, every time, some of the new products that we are launching.

Today I want to put a little bit of a different focus on it. I don’t want to just talk about products. There is one product example in there, but I also want to talk about the capability of aluminum
versus other materials, where we actually compete directly against other materials, and where we believe that it is almost a no-brainer that if we play our cards well, we will win. We will win,
and ideally we will win in markets that are in addition to that growing.

So let me give you the first example here, which is a beverage cans against PET bottles. That is a very, very interesting comparison, and I think that we have been a little too shy to talk about
those things in the past. That is why we want to be crystal clear on what we believe is going on here. Recyclability as you all know, becomes a big issue and has increasing importance for all of
us every day.

Aluminum we know is infinitely recyclable. There is no better example than a beverage can that shows that. If you drink a beverage can, empty a beverage can like I just did before we started
this call, I threw it away here, and I know it is going to come back fully recycled, as a new beverage can, in 60 days it is going to be in our fridge right here. When I throw it back, again it is
going to come back again after 60 days, again and again and again. You can see this by this amazing statistic that 73% of all aluminum ever mined since 1888, which was the start of the
industrial aluminum production, is still in use today.

Now compare that to a PET bottle, the PET bottle gets thrown away, and only 25% of that gets recycled once, and most of them don’t get recycled back into a bottle. That is pretty difficult, but
they end up at the bottom of carpets, or some type of material inside of textiles. When you look at the US alone, 8 billion pounds of plastic end up in landfills every year. That I would call pure
downsizing, several thousands of years will be needed, to really recycle this, and get it back to something that would be a normal component. So that alone I think would be already a very, very
clear argument, pro argument for moving stronger into beverage cans.

But the good news is, there are additional commercial advantages. Every one of us being a consumer ourselves sees this. I mean a beverage can is really quick to chill. It has a superior shelf
life. It is superior in its space utilization on the shelf, as well as when you ship it, and when you warehouse it, and it is very, very speedy in the manufacturing process. We already today have
about 2 billion of revenues around beverage cans, and I am pretty sure this gives us growth opportunities way beyond that.

So let’s move to my second example, talking about exciting markets, consumer electronics. Just to give you a feel, this is a market today that has a $700 billion industry. There are really three
products that make up 62% of the industry, it is personal computers, mobile phones, and flat panel displays. Now look at what aluminum already does today, but can do much more in the
future. Colors, textures, durability, recycling, heat dissipation, when you look at colors alone, we have a wider range and more vibrant than plastic.

So the look obviously is enormously important in many applications in consumer electronics. Looking at textures, we have capabilities to change the textures, the textile feeling of a product in
cell phones or personal computers, for instance, is enormously critical for the consumer electronics
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industry. Durability, dent and scratch resistance, obviously our material has that compared to others. It is rugged, very, very good. Then you come to recyclability, we just talked about it. It is
good for society, sustainable, it is green, last but not least, the heat dissipation, it sounds very technical, what it really means, it really means energy efficiency.

That is what it means, so it goes back to the green aspect. We believe we are getting more strong in that market, we are supplying more people. We are actively going after opportunity. We
believe that about four years from now, we can turn that market alone into a $500 million opportunity with good margins.

Last but not least I give you an example from the defense industry, a very exciting industry, it continues to be a very exciting industry for us, Oshkosh just won the contract of 2,200 MATVs,
which are MRAP all terrain vehicles, sounds very good, MRAP stands for Mine Resistant Ambush Protected Vehicles.

So this is an interesting example, because it really shows how Alcoa, which capabilities Alcoa has and how Alcoa deploys the capabilities. There were three competing bidders, Oshkosh was
one of them, all three of them asked us to partner with them in their product offering. What do they do here? What were they looking for? They were looking for maneuverability, blast
protection, lightweight. repairability, and durability.

What could we bring to the table, here on that particular solution? New forged suspension components, armored plates, fasteners. We assume given the content that we have in this MATV, that
this will be a business of about 20 million to 50 million per annum revenues, depending a little bit on how fast the build rate is going to be.

Three examples that really are supposed to show you some of the sustainability of aluminum, and also some of the innovation potential and growth capabilities of Alcoa, and should give you a
good feel for, we are not neglecting the growth opportunities. We are going after them all. That is Alcoa and that is what the leadership team here stands for.

Let me close with a question that I have been getting on and on and on, on all of our minds, that is what we see as near term catalysts. And frankly, these are the same near term catalysts that I
have seen before, and they continue to be there, and I believe that we actually seeing some signs of stabilization. What are those? China, more curtailments, destocking, stimulus programs
coming in, and actually you will see the money finally getting into a spend, and there are different categories of stimulus programs, dependent on how they are structured, and they are huge
differences. We actually see good evidence, and we actually do see good evidence that some of the near term catalysts are really kicking in. I gave you some of that already through the early
part of my presentation.

Let me summarize those, key end markets are stabilizing off of the very low levels of the first quarter. Automotive we believe is going to be better in the second quarter [half] ‘09 versus the
first quarter [half]. Metal prices are clearly above their recent lows, and we do see regional premiums arising in response to pockets of market tightness. Lastly, the steps that we have taken in
the first quarter, will really help us to be structurally much better off, that is on the cost side as well as on the growth side, as well as on the financial liberty side, the freedom that we have to
act.

Let me close with that. And let me open the Q&A with that. So please, moderator, open the lines.

Q U E S T I O N   A N D   A N S W E R
  
Operator

Thank you. (Operator Instructions). Your first question comes from line of Mark Liinamaa with Morgan Stanley. Please proceed.
  
Mark Liinamaa - Morgan Stanley - Analyst

Hello, all. It seems like you are making some good progress with the initiatives that you have direct control over. There is always this concern in the market that the aluminum industry is going
to be structurally oversupplied for a number of years. Can you comment on what you are seeing in China, you expressed concern the last conference call about Russia, and how they were
shutting stuff down, so just in general the industry’s ability to get things under control? Thanks.
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Klaus Kleinfeld - ALCOA Inc - President, CEO

Thank you for asking. I know that is probably on the mind of many, given my remarks yesterday in Moscow. So let me start with China, and explain a little bit where I am coming from. I mean
you just called the numbers on China, on the demand as well as on the demand/supply balance or imbalance side, right. Let me be crystal clear, I believe that in the short term China is going to
be self sustaining. That is in the short term. So we don’t expect that this import into China is going to be something that will go on unfilled forever. We really don’t expect it.

I really believe that was just an overshooting for an economy of humongous size and for a stimulus program also of a humongous size. Midterm however, we believe things are going to
change, they have a team in place which is looking at the restructuring of the aluminum industry, in the midterm, the big issue is how to do that in a way that the provinces that are affected by
it, have enough time to find new employment opportunities. But that is the way China works.

Let me give you a little bit more of color, of why I am saying that I am optimistic on China in general. The stimulus program they put in place is already pretty big, it was the nature of 700
billion, roughly the size of the first US program. But for an economy that is much smaller.

Also when you look deeper into the program, the program has very strong infrastructure investment components, and almost all of them are shovel ready. So the impact into the economy was
much more immediate than what we are seeing here in the US, where it is far from immediate to be precise. And keep in mind the China economy is not consumer driven. It is really
investment oriented. Then we see things in the first half of the year, construction up 8 to 9%, automotive up 14%, energy consumption is at 97% of the peak level.

Again all of those indications for a very clear coming back of the economy, commercial transportation demand, which is basically trucks and rails up 7% in June, and then on top of that, one of
the things that the Chinese government very smartly does these days, is they are trying to increase consumption, and they are stimulating people that it is good to not have that much saving,
that it is good to buy a new car, get a new air conditioner, and what have you. So the consumer confidence level is up 113%, on a 113% level that last time it was measured, which clearly if you
compare that to previous levels, it clearly says people are willing to spend. That is how I see China.

On Russia, the situation is much, much more difficult, and I would not say that Russia is through with that I have just been there yesterday, and when you talk to the people, you really see that
there is more of a dimmer picture, much too early to say there are stable signs of recovery, World Bank has come out with a forecast saying that the economy is going to shrink 4.5%, the
Russian Government actually surprisingly has said it is going to be rather 4 to 8%.

We still believe for us Russia is going to be a good market, because of the low level of aluminum consumption per capita, they are around 16 pounds of aluminum consumption today, if you
compare that to the US, it is around 42 pounds per capita. So you can see the dimensions there.

Mark, I hope that gives you a little bit of a feeling for what we see there.
  
Operator

Your next question comes from the line of Charles Bradford with Affiliated Research Group. Please proceed.
  
Charles Bradford - Affiliated Research Group - Analyst

Good afternoon. Could you talk a bit more about some of the specifics in China? If we get a real big increase in air conditioner production or refrigerators, how much of that is aluminum, and
they are also building out to grid, I am assuming a lot of that is aluminum overhead wire. Is that correct?
  
Klaus Kleinfeld - ALCOA Inc - President, CEO

It is pretty much all aluminum. They switched over to aluminum quite a while ago, given that they have no copper, but they have their own aluminum industry. You are absolutely right. Look, I
mean I have got to be crystal clear here. You have seen what we believe is going to happen in China. China is not, I mean I want to really be clear, China is not going to be the engine for the
western world, aluminum world, to pull them out of their situation.
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China currently I mean has done things that are really outstanding, and nobody had expected of them. They curtailed quite a substantial amount around mid 20, 23, 25% off of their total
production more than the average has been in the rest of the world. And they did it at a very early point in time. And they haven’t been very fast in bringing it back on. Right. Whereas we said
before, they will flood the market with cheap aluminum, it has not happened, has not happened.

On the contrary they have even exported, when they realized that they overshot, they even imported western metal, and as I said before, we believe it is going to continue for a while, but it is
not going to continue forever. So that is what we see there, and as I told you, all of the indications I don’t think that anybody with a reasonable understanding of China, can neglect that China
has been coming back pretty big, and that the Chinese stimulus program is really, really working very well. That is my take on that, and I would be happy to go into other things deeper.
  
Operator

Your next question comes from the line of [Sal Durante, Goldman]. Please proceed
  
Sal Durante - Goldman - Analyst

Good afternoon. Wanted to ask you two quick questions, one is on the LME you made a comment that a chunk of LME stocks, and we are hearing from the press all day, it is tied up in some
financial obligations. Just want to know if you can quantify if you have any idea of what percentage of the aluminum stock is actually tied up to financial deals?

The second one is on cash flow, a couple of things just jumped out, first you haven’t gotten paid yet it looks like for the Shining Prospect. The second thing is you had to pay it looks like about
194 million for the electrical business to Platinum. Can you quantify what was the reason for paying them for that asset?
  
Klaus Kleinfeld - ALCOA Inc - President, CEO

Sure. Okay. Let me start with the first two questions, and then Chuck will go for the third one. Look I mean on the supply chain side, we really do see four factors coming in here.

On the one hand you have capacity that got curtailed. Second thing is you have stocks that move to the LME, and not all of that is freely available. Why is that? You have basically three factors
that are constrained here. One is where is it regionally, where is it physically, and then obviously what are the logistics costs?

Secondly, as volume constrains, of exiting the LME, and that is simple things, like how, do you have ports available, how easy is it to have material handling, and then people probably have an
interest to not go beyond what they are contractually obligated to ship out of the LME warehouse, because the warehouse owner is making money with it.

The third thing is the contractual obligations, basically meaning the financial structures that have been put around it, as you know, this is still a very attractive gain. You can do a double digit
return, if you find a good way how to cheaply store it, and have good access to cheap money. So that is that. Then we see as a third point here, a very thin supply chain and the scrap gap, and
all of that is reflected in what I showed you just before, the pockets of metal tightness, and those regional premiums that we have been seeing, and I am pretty sure that we will continue to see
more of it.

Okay. The second one, Shining Prospect, it was never intended for them to pay in the second quarter, it has always been very clear, and all of us have been very clear, the date that the third
payment is going to come in is the 31st of July. That is the date, and continues to be the date. That is why you didn’t see any numbers coming in there. That is not a surprise to anybody. Chuck,
why don’t you handle the third one?
  
Chuck McLane - ALCOA Inc - EVP, CFO

The last one, there was actually a 175 million cash payment that was from ancillary charges associated with that that you are backing into, but it was basically a pretty simple answer to it, if
you looked at the cash flow stream being used there, and you compared it against what you needed to do to stop the cash flow drain for us, it was the net best cash situation for Alcoa to make
that decision. You look at the marketplace that they are
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in, and where they participate, and the position that they were in. So it was like every other decision we have been making, whether it is procurement initiatives, or capital expenditures, et
cetera, it was the best cash decision for us.

Next?
  
Operator

Your next question comes from the line of Brian Yu, Citi. Please proceed.
  
Brian Yu - Citigroup - Analyst

Thanks, guys. A question on the cost savings that you talked about earlier on the procurement side, which you said were permanent, what portion of this is unique to Alcoa, and how does this
change your position along the global cost curve?
  
Klaus Kleinfeld - ALCOA Inc - President, CEO

Brian that is a very, very good question, and I have been asking myself that question for quite a while. And I think the way I would answer that, is obviously there are moves in certain
materials, right, that are dependent on the market dynamics. I mean that we cannot change.

But I think we have changed the way we operate, and that is why I wanted you to see those three examples, because you pretty much see that there is a very different way in which we are
approaching the procurement side. It is not the procurement folks going out, and then getting beaten down by the guys that run the refinery, by saying hey you idiots from God knows where
sitting behind your warm desks, what have you been dreaming up there? This is not doable.

We put them in almost every case, we put them into cross-functional teams, because to really make good improvement, you have to have the operational expertise by the people on the ground,
that have to live with those consequences, if there is a different caustic, or a different pitch, they have to live with that, and they have to make it happen. Those people you have to have in there.

At the same time you have to have some people that understand technical limits. Is there something which we can do modify things a little bit without going too far, bringing the productivity
down a little bit, but then when you look at the whole thing, you get an improvement which by far overcompensates that. That is the technical guys that we brought in, and that typically were
before that sitting in the technical centers. Right. They are superb people.

Put them together with these folks, and then the third component with the procurement guys, that know there are suppliers that we have typically not looked at, because the specifications were
the limiting factors, they are in Mexico, somewhere in South America, and they are somewhere in China, and then they also know how to very smartly monitor the market in the Atlantic and
the Pacific, check it every day, what is going on there, and play. Right. And that part I don’t think will get lost. So I live under assumption that we really have a leg up there, and even if the
markets are coming back, we will be ahead of the competition with whatever, whatever we are doing there. That is on the procurement front.

On the working capital front, I believe that we are really substantially changing the way we operate. I gave you some examples earlier on, where our Piranha team was going out, looking at the
number of different components coming out with reducing the components, and then through the reduction of the components, where it was able to get rid of a whole warehouse, which
actually was an external warehouse which we rented, rented up, and we got rid of them, there are [thousands] of those examples around, and on the overhead side, that is another story here, on
the overhead side, when I look at how people are really making the Company leaner, and how they enjoy the Company to be leaner, to have shorter decision processes, more enriched jobs I
really believe that everybody who has experienced that will not go back.

So that is where I am. Chuck you want to add something to it?
  
Chuck McLane - ALCOA Inc - EVP, CFO

I just want to add one thing. That is the other thing is it is not just that this is the way we are operating in order to achieve the 2009 target. This is the way that we are set up to operate from this
day forward. So it is all around our implementation and execution, and how we are going to track
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cash savings, and it is not going to stop just, even when markets return, it is how we are going to go to the market on procurement. And we have got a system that is large enough and wide
enough to put us in a competitive advantage.
  
Operator

Your next question is from the line of Tony Rizzuto, Dahlman Rose. Please proceed.
  
Tony Rizzuto - Dahlman Rose - Analyst

Thank you very much. Good afternoon, gentlemen.
  
Chuck McLane - ALCOA Inc - EVP, CFO

Good evening.
  
Tony Rizzuto - Dahlman Rose - Analyst

I have got a question about the Primary Metals segment, and it seems as if the spread between your primary metal realization and the LME, seem to really widen out to levels I haven’t seen
Alcoa report in the past, nearly $0.12 a pound. Wondering what are the major drivers are? Obviously the [premium] have improved a bit, but not to that extent, I was just wondering what the
drivers are?
  
Chuck McLane - ALCOA Inc - EVP, CFO

Tony, I think what you must be looking at is like a 30 day lag or something, because we said that if you line us up, it is more like a 15 day lag. It is actually probably a few days different from
that, because of how many things are sold on a very short term basis right now. It is not far off at all, as far as how we are tracking.
  
Tony Rizzuto - Dahlman Rose - Analyst

It would be close to that $0.12 level per pound?
  
Chuck McLane - ALCOA Inc - EVP, CFO

It would be close to the change between quarters.
  
Tony Rizzuto - Dahlman Rose - Analyst

Okay.
  
Chuck McLane - ALCOA Inc - EVP, CFO

Yes. If you look at the change between quarters between quarters on us and what a 15 day lag is, they are in lock step.
  
Operator

Your next question comes from the line of Luther Lu, FBR Capital Markets. Please proceed
  
Luther Lu - Friedman, Billings, Ramsey - Analyst

Good afternoon.
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Klaus Kleinfeld - ALCOA Inc - President, CEO

Hi, Luther.
  
Luther Lu - Friedman, Billings, Ramsey - Analyst

A couple of questions. One is do you guys have any currency hedging program in place, because it provides such—?
  
Klaus Kleinfeld - ALCOA Inc - President, CEO

Can you speak up a little bit. We can hardly hear you.
  
Luther Lu - Friedman, Billings, Ramsey - Analyst

Sure. Can you hear me now?
  
Klaus Kleinfeld - ALCOA Inc - President, CEO

Yes, better.
  
Luther Lu - Friedman, Billings, Ramsey - Analyst

Okay. So first question is do you guys have a currency hedging program in place, to level out some of these headwinds? And second one is your convert is deep in the money, and just
wondering what that will have on the share count?
  
Chuck McLane - ALCOA Inc - EVP, CFO

Okay. On the first one, basically we look at hedging that you could do three things with it, nothing, you can speculate, or you can average in pricing, by taking a position based on your needs.
And really all the third one does is eliminate volatility.

If we have a specific situation, say we are going to run a plant, instead of idling it for two or three years because of a specific power contract for that short term, and we have got a labor
agreement put in place to go along with it, then we may lock in, we may lock in and sell forward the metal for that facility, and lock in the currency, if there was a non-US denomination. So we
would do very specific, but we won’t take a position on a cost component when we are not taking a position on the revenue stream.

And could you repeat the second question again, please.
  
Klaus Kleinfeld - ALCOA Inc - President, CEO

Deep in the money.
  
Chuck McLane - ALCOA Inc - EVP, CFO

The converts, anybody that holds a convert right now has the option to convert it any time that they want to. We don’t see a need from a capital usage standpoint, to move forward and try and
do anything to change that option as it exists today.
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Operator

Your next question comes from the line of Kuni Chen, Bank of America Securities. Please proceed.
  
Kuni Chen - Bank of America Securities - Analyst

Good day, everybody. Just to follow up on the FX, obviously a fair impact in the quarter on the upstream businesses, if we hold the dollar constant at these levels, can you just help us quantify
the potential impact going forward? Do you see a sequentially larger impact going forward from here?
  
Chuck McLane - ALCOA Inc - EVP, CFO

I would tell you the best benchmark I can give you, Kuni, and that is we have got four basic currencies that impact us. That is the Real, the Euro, the A dollar, and the C dollar. If you take that
basket of currencies about a 1% movement against the US dollar is $0.02 to $0.03 a share impact to us on an annual basis. That is about the [best] sensitivity that we can give you on it.
  
Operator

Your next question is from Sal Durante with Goldman. Please proceed
  
Sal Durante - Goldman - Analyst

In the last quarter, you guys gave a cost decline in alumina and aluminum versus 3Q 2008, I was wondering if you can share that for the second quarter as well, how much decline do you have
been since the third quarter of 2008?
  
Chuck McLane - ALCOA Inc - EVP, CFO

Yes. Actually they are very close to being flat to the first quarter. The reason for that is about 5% increase in cost due to currency, has been offset through the cost reductions and overhead. It
has been about flat for the first quarter because of those two components.
  
Sal Durante - Goldman - Analyst

Okay. Thank you.
  
Chuck McLane - ALCOA Inc - EVP, CFO

Overhead and procurement savings offsetting the impact of currency.
  
Operator

Your next question comes from the line of John Tumazos with John Tumazos. Please proceed.
  
John Tumazos - John Tumazos - Analyst

Good afternoon. Congratulations on the improvements. Are there particular markets where you are beginning to see order inflows, where the destocking is wound up, or the volumes are
picking up in the end markets, are the distributors beginning to buy with the uptick above $0.70 metal? Or are you getting more offtick for wheels or Auto components, or other particular
products?
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Klaus Kleinfeld - ALCOA Inc - President, CEO

John, I think Chuck said it in his presentation, when he went to the Flat-Rolled Products, that he took out Automotive and Packaging, if I recall that correctly Chuck, where we said we saw a
decline in the demand for Flat-Rolled Products, except Automotive and Packaging. Those are two where we see it, and in addition to that, specifically into the regional premiums, we have seen
those type of regional tightness, not just a regional tightness, plus we have seen regional tightness around specific aluminum products, and we have seen that continuously over the last I would
say, almost two months.

We have even seen that in places where one would, if you look at the larger picture, where one would, like Europe, where one would assume there is an oversupply there. So that is what we are
seeing, then when you come to the wheel segment for instance, we are seeing that there is an increased demand for wheels for instance in public transportation, to change over from steel to
aluminum wheels, and that is an effect very often from the stimulus program starting to flow through. So those type of things, we have seen. Chuck, do you want to add anything to that?
  
Chuck McLane - ALCOA Inc - EVP, CFO

Well, I had this I you mentioned it when last time, and that is the amount of interest and people. There has been a lot of interest, but everybody is still living hand to mouth right now, but
people are concerned about demand restarting, and trying to make sure that there is going to be somebody there that can meet their needs on a very quick turnaround, very short lead time.
There has been a heightened level there.
  
Klaus Kleinfeld - ALCOA Inc - President, CEO

Then you see Aerospace, not to mention I have given you the outlook on Aerospace, at a 6% decline, but if you carefully monitor the statements that have been given during the Paris Air Show
by the two large ones, it almost sounds like they really were asking the suppliers, like Alcoa, to not make the assumption of minus 6%, their outlook was even more positive than that.

Okay.
  
Operator

Ladies and gentlemen, this concludes our Q&A session. I would like to turn the call over to Mr. Klaus Kleinfeld for closing remarks.
  
Klaus Kleinfeld - ALCOA Inc - President, CEO

Thank you very much. As I said, I am very happy that we can see the improvements in the second quarter. You know where we are heading. We told you how our program looks, and we will
continue to work at it with the same speed that we have been working on it during the first half of the year, and that not only holds true for the cost reduction, also for the growth side, and the
financials, free cash flow will be our primary goal, and I am really looking forward to the continued dialogue, and I would encourage you all like we have done in the last quarters, we are not
only here for the quarterly announcement. We are also open to good dialogue during the quarter, and always it is good to learn from each other, and really encourage you to continue to reach
out, and we will do the same thing.

So with that, let me say thank you for your interest in Alcoa, and I will talk to you next month. Good bye. Thank you.
  
Operator

Thank you all for your participation in today’s conference. This concludes our presentation. You may now disconnect. Have a good day. Thank you.
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underlying the forward-looking statements are reasonable, any of the assumptions could prove inaccurate or incorrect and, therefore, there can be no assurance that the results contemplated in
the forward-looking statements will be realized.
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Alcoa Logo Forward-Looking Statements

Today’s discussion may include “forward-looking statements” within the
meaning of the Private Securities Litigation Reform Act of 1995. Such
statements relate to future events and expectations and involve known
and unknown risks and uncertainties.  Alcoa’s actual results or actions
may differ materially from those projected in the forward-looking
statements.  For a summary of the specific risk factors that could cause
results to differ materially from those expressed in the forward-looking
statements, please refer to Alcoa’s Form 10-K for the year ended
December 31, 2008, Form 10-Q for the quarter ended March 31, 2009,
and other reports filed with the Securities and Exchange Commission.
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Alcoa Logo 2nd Quarter 2009 Financial Overview

Loss from continuing operations of $312 million, or $0.32 per share
– Excluding restructuring, loss of $256 million or $0.26 per share

Realized aluminum price of $1,667/MT
– Increase of 6% sequentially

Cash from operations of $328 million
– Increase of $599 million sequentially

Improved free cash flow
– Increase of $652 million sequentially

Breakeven EBITDA

– Improvement of $281 million sequentially

Debt-to-cap at 39.8%; down 80 basis points sequentially

– Cash on hand of $851 million
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Alcoa Logo Sequential Income Statement Summary

$ Millions 1Q’09 2Q’09 Change

Sales $4,147 $4,244 $97

Cost of Goods Sold $4,143 $3,966 ($177)

COGS % Sales 99.9% 93.4% (6.5 % pts.)

Selling, General Administrative, Other $244 $240 ($4)

SGA % Sales 5.9% 5.7% (0.2 % pts.)

Restructuring and Other Charges $69 $82 $13

Effective Tax Rate 39.5% 25.4% (14.1 % pts.)

Loss from Continuing Operations ($480) ($312) $168

Loss from Discontinued Operations ($17) ($142) ($125)
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Alcoa Logo 2Q 2009 vs. 1Q 2009 Earnings Bridge
Loss from Continuing Operations excluding Restructuring & Other Special Items (in millions)

See Appendix for Reconciliation

($477)

$104

($8) $27 ($22) $153

($327)

($23)

($49) $39
($256)

1Q09 Volume Price/Mix Currency Productivity LME Curtailment Taxes Other 2Q09
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Alcoa Logo YTD 2009 vs. YTD 2008 Earnings Bridge
Income(Loss)fromContinuingOperationsexcludingRestructuring& OtherSpecialItems(inmillions)

See Appendix for Reconciliation

$902

($1,810)

($442)

($149)
$275

$599 $1,185

($90) ($18) ($733)

YTD 2008 Volume Price/Mix Currency Productivity LME Curtailments Other YTD 2009
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Alcoa Logo Rapid Reduction in Headcount In 1H’09

Charges
($ Millions) 224 48 38 310

2009 cash
savings of $320

million - Run
rate savings of
$520 million

Headcount Reductions Announced by Quarter

Completed Not Yet Completed

15,300

4,400
1,950 21,650

2H'08 Q1'09 Q2'09 Total
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Alcoa Logo

2Q 08 1Q 09 2Q 09

Production (kmt) 3,820 3,445 3,309

3  Party Shipments (kmt) 1,913 1,737 2,011

3  Party Revenue ($MM) 717 430 441

ATOI ($MM) 190 35 (7)

Improved operations globally – including record
production at Pinjarra

Productivity and material cost improvements partially
offset currency impacts

Negative currency impact of $40 million

Higher fuel oil costs of $7 million

Commissioning of Juruti bauxite mine underway

Alumina

2   Quarter Highlights

3   Quarter Outlook

2 Quarter Business Conditions

Benefit from cost savings initiatives

Lower caustic prices to be realized

Current U.S. dollar and fuel oil costs would adversely
affect results

Start-up costs of Brazil projects will negatively impact
results by $12 million

Beginning ramp up of Sao Luis refinery expansion

ndnd

rd

rd

rd
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Alcoa Logo

2  Quarter Highlights
2Q 08 1Q 09 2Q 09

Production (kmt) 1,030 880 906

3   Party Shipments (kmt) 750 683 779

3 Party Revenue ($MM) 2,437 844 1,146

3 Party Price ($/MT) 3,058 1,567 1,667

ATOI ($MM) 428 (212) (178)

Primary Metals

3  Quarter Outlook

2  Quarter Business Conditions
Realized pricing up 6%

Increased production 3% due to full quarter of
Norwegian smelters and record Iceland output,
partially offset by Tennessee and Massena East
curtailment

Experienced adverse currency effects of $38 million

Anglesea power station upgrade completed at $8
million cost, on time and under budget

Benefit from cost savings initiatives, especially in
labor and key raw materials

Pricing will follow a 15-day lag on LME

Current U.S. dollar would adversely affect results

Completion of all announced production curtailments
– current annual run rate ~ 3.5 million metric tonnes
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-$2,000

-$1,500
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$2,500

-$500

-$250

$0

$250

$500

1Q 08 2Q 08 3Q08 4Q08 1Q09 2Q09

ATOI Third Party Revenue

nd nd

rd

rd

rd

rd



11

Alcoa Logo Flat-Rolled Products

3 Quarter Outlook

2 Quarter Business Conditions

$ Millions 2Q 08 1Q 09 2Q 09

Flat-Rolled Products,
excl Russia, China & Other 69 3 2

Russia, China & Other (21) (64) (37)

Total 48 (61) (35)

Realized productivity gains from procurement
and headcount reduction – Year-to-date,
reduced headcount by 3,000 of which 40% in
Russia

Experienced negative currency impact of $24
million

Volume increases in automotive and
packaging markets, all others weaker

Cautious demand outlook for all end markets

Benefit from cost savings initiatives

Seasonal impact from summer plant
slowdowns, especially in Europe

2 Quarter Highlightsnd nd

rd
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Alcoa Logo Engineered Products and Solutions

Productivity gains help partially offset weak
market conditions

Weaker Aerospace and Building and
Construction demand

Decline in pace of Commercial Transportation
market slow down

2 Quarter Business Conditions

3 Quarter Outlook

Benefit from cost savings initiatives

Further weakness in Aerospace due to declining
build rates

Seasonal impact from summer shutdowns,
especially in European locations

Decline in Commercial Building and
Construction demand

The IGT market will remain stable

$ Millions 2Q 08 1Q 09 2Q 09

Third Party Revenue 1,660 1,270 1,194

ATOI 172 95 88

ATOI% of Revenue 10.4 7.5 7.4

2 Quarter Highlightsnd nd
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Alcoa Logo

($ Millions) 2Q'08 1Q'09 2Q'09

Net Income (Loss) $546 ($497) ($454)

DD&A 317 283 317

Change in Working Capital 233 351 329

Taxes (113) (363) (138)

Pension Contributions (48) (34) (35)

Other Adjustments 72 (11) 309

Cash From Operations $1,007 ($271) $328

    Capital Expenditures (796) (471) (418)

Free Cash Flow $211 ($742) ($90)

Significant Improvement in Free Cash Flow

Cash Flow

Cash and Debt (in millions)

Free Cash Flow (in millions)

8,630

10,125 10,578 10,205 10,265

815 831 762 1,131 851
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Alcoa Logo Strengthened Capital Market Position

Alcoa Debt & Equity Alcoa Credit Default Swaps

Source:  Bloomberg
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Alcoa Logo Klaus Kleinfeld

President and Chief Executive Officer
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Alcoa Logo Challenging Market Conditions in 2009

Source: Alcoa analysis

Alcoa End Markets: Current Assessment of 2009 Conditions
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Alcoa Logo Global Demand -7%, Unchanged From Q1’09 Outlook

2008 Global Demand Growth Rate:  -3%
(2008 ex China: -8%)

2009 Global Demand Growth Rate:  -7%
(2009 ex China: -10%)

Source: Alcoa analysis

Brazil

Russia

Asia w/o China

North America

Europe

China

2008 vs. 2009
Projected Growth Rates

2009 Projected Consumption

6.4

5.0

4.3

0%

-15% -9%

-15% -12%

-12% -5%

13.1 9%

10%
-5%
-8%0.9

5%

Other* 4.0 -1%-2%

* Other consists of: Middle East, India, Latin America ex Brazil and Rest of World

34.5

2008
Actual

2009
Forecast

0.8

2009 Projected Primary Aluminum Consumption by Region (in mmt)
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Alcoa Logo
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Global Reported Primary Inventories

LME

Shanghai

Japan Port

Producer

Shifting Inventory Patterns – Metal Moving to LME

64 days of
consumption

Inventory Location

Source: IAI, Bloomberg

LME at 45
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Alcoa Logo
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Short Tons,
Thousands

U.S. Metal Service Center Inventory

Product Inventories Have Seen Substantial Drawdown

-51%

Source: MSCI

U.S. distributor
stocks have declined

51% from October
2006 peak
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Alcoa Logo

Painted
Siding

UBCs Food
Containers

Lithograph

Oct-08

Jun-09

Premiums Responding to Tightness in the Supply Chain

Scrap Prices Have Increased Regional Premiums Beginning to Improve

+13% pts

+6% pts

+4% pts

+5% pts

Source: Alcoa Analysis Source: Metal Bulletin, Platts

2009 YTD Change

+15%

+87%

+134%
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Alcoa Logo

China Western World

Global Supply and Demand Comparisons: 2009

2009E Aluminum Supply / Demand Balance (in kmt)

Deficit Surplus

Source: Alcoa estimates, Brook Hunt, CRU, CNIA, IAI

Jan-May 09 Primary Production Run
Rate (Annualized)

10,900

Announced Restarts to be implemented 
Jun - Dec 2009

1,300

Supply 12,200

Demand  (0% YOY change) (13,100)

Deficit (900)

Imports from Western World 900

Net Deficit 0

Jan-May 09  Primary Production
Run Rate (Annualized)

23,800

Announced net curtailments to be
implemented Jun - Dec 2009

(300)

Supply 23,500

Demand (-10% YOY change) (21,400)

Surplus 2,100

Exports to China (900)

Net Surplus 1,200



Alcoa Logo

2009E Alumina Supply / Demand Balance (in kmt)

Source: Alcoa estimates, CRU, CNAI, IAI

Alumina Market Reaches Equilibrium in 2009

Global
Equilibrium

Jan-Mar 09 Alumina Production  Run
Rate 19,000

Announced curtailments to be
implemented

0

Supply 19,000

Demand (24,000)

Deficit (5,000)

Imports from Western World 5,000

Net Deficit 0

Jan-Mar 09  Alumina Production Run
Rate 51,500

Announced curtailments to be
implemented (1,400)

Supply 50,100

Demand (45,100)

Surplus 5,000

Exports to China (5,000)

Net Surplus 0

China Western World
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Alcoa Logo

Procurement Efficiencies
– Cost savings by 2010

Overhead Rationalizations
– Cost savings by 2010

CapEx Reductions
– Annual CapEx post 2009

Working Capital Initiatives
– Cash Impact 2009

Asset Dispositions
– Net proceeds

Dividend Reduction
– Annual cash savings

Equity and Equity-Linked Financings
– Gross proceeds

Holistic Alcoa Approach: Improved Cost Structure and Balance Sheet

$2,000M

$400M

$850M

$800M

Demonstrating Solid Execution of Holistic Approach

$1,100M

$430M

$1,400M

Operational Financial
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Alcoa Logo $1 Billion Procurement Savings Realized to Date
Procurement Efficiencies: Reduction Targets

2009E

(millions)
Reduction Targets by Spend Category Savings

2010E

15%

7%

6%

21%

34%

29%

5%

18%

2%

5%

4%

6%

2%

4%

Strategic Raw Materials -
Alumina and Primary Metals

Strategic Raw Materials - Flat-
Rolled Products

Indirect - Services

Indirect - Maintenance Repair
& Overhaul

Non-Smelter Energy

Transportation

Business Unit Metals

$994

$1,500

$2,000

2009 YTD 2009 Savings
Target vs. 2008

2010 Savings
Target vs. 2008

2/3 of full
year

target
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Alcoa Logo

2H'08 Q2'09 Target Year-
End 2009

Forecast Year-
End 2009

2H'08 Q2'09 Target Year-
End 2009

Forecast Year-
End 2009

On Track for Carbon Products and Ahead on Caustic

Alcoa Global Caustic Cost

-34%
-59%

-26% -37%

-62%

Coke remains on target, slightly better than previous
forecast

Caustic continues to improve; significant reduction to
previous forecast

Strategic Raw Material Performance and Reduction Targets

-58%

Alcoa Global Coke Cost
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Alcoa Logo

Alcoa Global Pitch Cost

Creating Competitive Alternatives for Coal Tar Pitch

Levers

Specifications

Supply Base
Expansion

Backward
Integration

Expanding specifications

Deploying best practices to
mitigate industry wide pitch
quality deterioration  

Aggressively developing
options for North America and
Australia 

Aggressively developing
global logistics infrastructure

Expanding global supply
base for imported pitch

Developing regional logistics
options to increase import
capability

Leveraging Best Practices to Achieve Procurement
Savings

Actions

-17%-7%

2H’08 Q2’09 Forecast
Year-End

2009

-
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Alcoa Logo Exceeded Full-Year Overhead Reduction Target in
First Six Months

*Includes: SG&A, R&D and Plant Administrative Expenses; excludes divestitures

Overhead Rationalization: Reduction Targets and Savings

$400M

(millions)
Overhead Savings Target Savings

134% of
full year
target

100%

80%

2008 A 2010  Target

$268

$200

$400

2009 YTD 2009 Savings
Target vs. 2008

2010 Savings
Target vs. 2008
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Alcoa Logo Year-to-date 2009 Capital Expenditures of $889 million

- 48%

-53%

Capital Expenditure Reduction: Annual CapEx ($ millions)

$1,800

Project Start-Date
Juruti Q3'09
São Luis Q3'09
Estreito Q4'10

Growth Projects
$3,438

$911

$850

2008 2009E 2010E
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Alcoa Logo

$942

$680
$800

$428 ($690)

Inventory Receivables Accounts
Payable

2009 YTD
Cash

Generation

2009 Target

Working Capital
Days Reduction Targets

-28%

2009 YTD Working Capital
Change ($ millions)

Working Capital Initiatives: Targets and Year-to-date Results

Achieved 85% of Working Capital Target in 1H’09

85% of
full year
target

100%

72%

Dec - 08 Dec - 09 Target

$800M decrease
in working

capital in 2009
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Benefits of Aluminum Can Over PET bottles & Recycling Lifecycles

Aluminum is Infinitely Recyclable

.

Recycled aluminum 
requires

95% less energy and
produces 95% less
greenhouse gas

emissions.

Recyclability
100% Recyclable, Infinitely.
Recycling Rate is 2X of PET
bottles

Only 3.5% of PET gets recycled
back into PET bottles.

Commercial
Quick to Chill
Superior Shelf Life

Superior Space Utilization –
economies of scale in freight &
warehousing

High Speed Manufacturing

Aluminum Can vs. PET bottles

Only 25% of bottles get
recycled the bulk of
which is in carpets &
textiles

Almost 8 billion
pounds of plastic is
put away in landfills
every year!

Down-
Cycling

Average Life of
PET bottle

in a landfill ~
several thousands

of years

Infinitely
Recyclable

~75% of all
aluminum ever

made remains in
use today

60 days

60 days

60 days

60 days



Alcoa Logo Alcoa: One Stop Shop for Consumer Electronics 
Solutions 

Colors

Durability &  Recycling

Heat Dissipation

Customer Needs Differentiation

Infinitely Recyclable

Alcoa Thermal Management

Customer Needs & Alcoa Offerings & Points of Differentiation

Bold palette
Longer lasting colors

Dent & scratch resistant
Reduced landfill waste
Increased recycled
content

4X superior cooling effect
Improved system lifetime

Superior look & feel vs.
Magnesium or Plastic
options
Finish versatility

Leather Wood      Flower TextureTextures

Alcoa Offerings

Brushed and Anodized
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Alcoa Logo Alcoa Solutions for the Oshkosh M-ATV

New Forged Suspensions Components -
light weight and rugged for off road capability

Armor Plate – Ballistic armor plate including
the new CR56 best in class weldable alloy.

Fasteners – In rugged chassis applications

2,244 Oshkosh M-ATV’s on contract, with
more orders expected

High Strength Forged Suspension Components, Fasteners and CR56 Armor: 

Customer Insight: “Our M-ATV design combines the crew protection war
fighters have come to expect in MRAP vehicles with the extreme mobility and
durabilityneeded to negotiate mountainous off-road terrain,” said Robert G.
Bohn, Oshkosh Corporation Chairman and CEO

Maneuverability – on rugged terrain

Blast Protection – against Improvised
Explosive Devices  (IED) and Explosively
Formed Penetrators (EFP).

Lightweight – to afford better protection,
payload and performance

Repairability – easy to weld surfaces for
field repair

Durability – superior corrosion resistance
needed

Original MRAP– Unsuitable for rugged terrain Oshkosh M-ATV – Designed specifically for rugged terrain

Customer Needs Alcoa Solutions



Alcoa Logo

Key end-markets stabilizing off
1Q’09 lows

Automotive better in 2H’09 versus
1H’09

Metal price above recent lows

Regional premiums are rising in
response to pockets of tightness

Signs of Stabilization Emerge From Near-term Catalysts

Supply / demand balance
Urban construction +32%
Light vehicles sales +14%

Unsustainable levels
Rapid drawdown of
inventories when economy
rebounds

Alternative fuel efficient
buses
New construction
Transmission lines for grid

Continued execution of
announced curtailments

Near-Term Catalysts

China

Curtailment

Stimulus Programs

De-Stocking

Signs of Stabilization

Catalysts for Aluminum Industry Growth
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Matthew E. Garth
Director, Investor Relations

Alcoa
390 Park Avenue
New York, NY 10022-4608
Telephone:  (212) 836-2674
www.alcoa.com

For Additional Information, Contact:
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Alcoa Logo Announced Industry Curtailments Nearly Complete
Aluminum Supply: Curtailment Announcements by Producer (annualized kmt)

Curtailment % of Production

Executed

Not executed

687

Note: As of 6/22/09
Source: Production – CRU. Curtailments – Alcoa Analysis, Reuters, Bloomberg, Company Statements, Mitsui Bussan, Platts.

Other ROW

UC Rusal

Other China

Alcoa

Rio Tinto Alcan

Chalco
Hydro

38,759

11,352

10,788

4,494

4,049

3,990

2,317
1,769

0%

570

246

852

513 513

124

570

852

20%5%

364

2,128

30%25%

2,128

Average = 17%

15%10%

1,4601,096

560

122

127
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Reconciliation of ATOI to Consolidated Net Income
(Loss) Attributable to Alcoa

(in millions)

1Q08 2Q08 3Q08 4Q08 2008 1Q09 2Q09

   Total segment ATOI $     668 $     838 $     665 $       28 $  2,199 $   (143) $   (132)
   Unallocated amounts (net of tax):
      Impact of LIFO (31) (44) (5) 73 (7) 29 39
      Interest income 9 12 10 4 35 1 8
      Interest expense (64) (57) (63) (81) (265) (74) (75)
      Noncontrolling interests (1) (67) (70) (84) – (221) (10) 5
      Corporate expense (82) (91) (77) (78) (328) (71) (70)
      Restructuring and other charges (30) (1) (25) (637) (693) (46) (56)
      Discontinued operations 4 (7) (38) (262) (303) (17) (142)
      Other (104) (34) (115) (238) (491) (166) (31)
   Consolidated net income (loss) attributable to

Alcoa $     303 $     546 $     268 $ (1,191) $      (74) $    (497) $    (454)

Prior period information was reclassified to reflect the movement of the Electrical and Electronic Solutions business to discontinued operations
in the fourth quarter of 2008.

(1) On January 1, 2009, Alcoa adopted Statement of Financial Accounting Standards No. 160, “Noncontrolling Interests in Consolidated
Financial Statements – an amendment of ARB No. 51,” the provisions of which, among others, requires that minority interests be
renamed noncontrolling interests for all periods presented.



Alcoa Logo

38

Reconciliation of Segment Information

(aluminum shipments in thousands of metric tons; dollars in millions)

Flat-Rolled Products 1Q08 2Q08 3Q08 4Q08 2008 1Q09
   Third-party aluminum shipments:
      As previously reported 610 591 580 515 2,296 455
      Less: Global Hard Alloy Extrusions 21 20 18 16 75 13
      As reported 589 571 562 499 2,221 442
   Third-party sales:
      As previously reported $  2,492 $  2,525 $  2,488 $  2,058 $  9,563 $  1,622
      Less: Global Hard Alloy Extrusions 156 162 145 134 597 112
      As reported $  2,336 $  2,363 $  2,343 $  1,924 $  8,966 $  1,510
   ATOI:
      As previously reported $       41 $       55 $       29 $      (98) $       27 $      (62)
      Less: Global Hard Alloy Extrusions 8 7 7 8 30 (1)
      As reported $       33 $       48 $       22 $    (106) $        (3) $      (61)

Engineered Products and Solutions 1Q08 2Q08 3Q08 4Q08 2008 1Q09
   Third-party aluminum shipments:
      As previously reported 48 49 45 40 182 28
      Add: Global Hard Alloy Extrusions 21 20 18 16 75 13
      As reported 69 69 63 56 257 41
   Third-party sales:
      As previously reported $  1,395 $  1,498 $  1,451 $  1,258 $  5,602 $  1,158
      Add: Global Hard Alloy Extrusions 156 162 145 134 597 112
      As reported $  1,551 $  1,660 $  1,596 $  1,392 $  6,199 $  1,270
   ATOI:
      As previously reported $     140 $     165 $     133 $       65 $     503 $       96
      Add: Global Hard Alloy Extrusions 8 7 7 8 30 (1)
      As reported $     148 $     172 $     140 $       73 $     533 $       95

In the second quarter of 2009, management approved the movement of Alcoa’s hard alloy extrusions business from the Flat-Rolled Products
segment to the Engineered Products and Solutions segment.  This move was made to capture market, customer, and manufacturer synergies
through the combination of the hard alloy extrusions business with the power and propulsion forgings business.  Prior period amounts were
reclassified to reflect this change.
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Reconciliation of Adjusted (Loss) Income

(in millions,except per share amounts)
(Loss) Income (Loss) Income per Share

Quarter ended Six months ended Quarter ended Six months ended
March 31,

2009
June 30,

2009
June 30,

2008 *
June 30,

2009
March 31,

2009
June 30,

2009
June 30,

2008*
June 30,

2009
Net (loss) income

attributable to Alcoa $    (497)     $    (454)     $     849     $    (951)     $    (0.61)     $    (0.47)     $     1.03     $    (1.06)     

Loss from
discontinued
operations (17) (142) (3) (159)

(Loss) income from
continuing
operations
attributable to Alcoa (480) (312) 852 (792) (0.59) (0.32) 1.03 (0.89)

Restructuring and
other charges 46 56 31 102

Other special items** (43) – 19 (43)

(Loss) income from
continuing
operations
attributable to Alcoa
– as adjusted $    (477 ) $    (256 ) $     902 $    (733 ) (0.58) (0.26) 1.09 (0.82)

(Loss) income from continuing operations attributable to Alcoa – as adjusted is a non-GAAP financial measure. Management believes that this measure is
meaningful to investors because management reviews the operating results of Alcoa excluding the impacts of restructuring and other charges and other special
items. There can be no assurances that additional restructuring and other charges and other special items will not occur in future periods. To compensate for this
limitation, management believes that it is appropriate to consider both (Loss) income from continuing operations attributable to Alcoa determined under GAAP as
well as (Loss) income from continuing operations attributable to Alcoa – as adjusted.

* Financial information for the six months ended June 30, 2008 was reclassified to reflect the movement of the Electrical and Electronic Solutions business to discontinued operations 
  in the fourth quarter of 2008.

** Other special items include the following: a gain on the Elkem/SAPA swap (-$133), a loss on the sale of Shining Prospect ($118), and a discrete income tax benefit related to a tax  
    law change in Canada (-$28) for both the quarter ended March 31, 2009 and six months ended June 30, 2009; and a net discrete income tax charge related to the sale of the  
    Packaging and Consumer businesses for the six months ended June 30, 2008.
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Reconciliation of Free Cash Flow

(in millions)
Quarter ended

June 30,
2008

September 30,
2008

December 31,
2008

March 31,
2009

June 30,
2009

Cash from operations $ 1,007 $     (93) $ 608 $   (271) $ 328

Total capital expenditures (796) (877) (1,017) (471) (418)

Free cash flow 211 $ (970) $ (409) $ (742) )$   $ (90

Free Cash Flow is a non-GAAP financial measure. Management believes that this measure is meaningful to investors because
management reviews cash flows generated from operations after taking into consideration capital expenditures due to the fact that these
expenditures are considered necessary to maintain and expand Alcoa’s asset base and are expected to generate future cash flows from
operations. It is important to note that Free Cash Flow does not represent the residual cash flow available for discretionary expenditures
since other non-discretionary expenditures, such as mandatory debt service requirements, are not deducted from the measure.



Alcoa Logo Other Reconciliations

(in millions)

Earnings before interest, taxes, depreciation, and amortization
(EBITDA)*

Quarter ended 
March 31, 

2009
June 30, 

2009 Change

Net loss attributable to Alcoa $   (497)      $   (454)      $      43      

Add:
  Noncontrolling interests 10 (5) (15)
  Loss from discontinued operations 17 142 125
  Benefit for income taxes (307) (108) 199
  Other expenses (income), net 30 (89) (119)
  Interest expense 114 115 1
  Restructuring and other charges 69 82 13
  Provision for depreciation, depletion, and amortization      283      317        34

    Sub-total      216      454      238

EBITDA $   (281) $        – $    281
* Alcoa’s definition of EBITDA is net margin excluding depreciation, depletion, and amortization.  Net margin is equivalent to sales minus the following items: cost of goods sold; selling, general administrative, and
other expenses; and research and development expenses.

EBITDA is a non-GAAP financial measure and should not be considered a substitute for any income or cash flow measure prepared in accordance with U.S. GAAP. 
Management believes that EBITDA is meaningful to investors because it provides additional information with respect to Alcoa’s financial performance.  Because the
calculation of EBITDA may vary among companies, the EBITDA presented by Alcoa may not be comparable to similarly titled measures of other companies.

Effective Tax Rate
Quarter ended 

March 31, 
2009

June 30, 
2009 Change

Benefit for income taxes $   (307)      $   (108)      

Loss from continuing operations before income taxes $   (777)      $   (425)      
  
Effective tax rate 39.5% 25.4% (14.1)%

Less: Discrete tax items**     5.0%      –     (5.0)%

Effective tax rate, excluding discrete tax items   34.5%  25.4%     (9.1)%
* The discrete tax items in the quarter ended March 31, 2009 were income tax benefits of $28 (3.6%) related to a tax law change in Canada and $11 (1.4%) related to the Elkem/SAPA swap.

Effective tax rate, excluding discrete tax items is a non-GAAP financial measure.  Management believes that the Effective tax rate, excluding discrete tax items is
meaningful to investors because it provides a view of Alcoa’s operational tax rate.
  

Primary Metals Adjusted ATOI
Quarter ended 

March 31, 
2009

June 30, 
2009 Change

ATOI $   (212)      $   (178)      $      34      

Less: Gain on Elkem/SAPA swap      112          –     (112)

ATOI – as adjusted $   (324) $   (178) $    146

ATOI – as adjusted is a non-GAAP financial measure.  Management believes that ATOI – as adjusted is meaningful to investors because it provides better insight to the
operational results and performance of the segment.
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