1 February 2010

PERFORMANCE SNAPSHOT

Exchange

Open

A Weekly Report on Base Metals

High

Low

Close

Close

Change

9

Volume

Volume %

Change

Open Interest

Open Interest
% Change

7375| 7488.75 6700 6745 -8.73 213332 2.48 5067 23.22
2340] 2379 2097 2110 -10.21 83269 4.99 1800 -38.80
2235| 2268.25 2010 2025 -9.48 33383 -19.14 1288 54.25
18325) 18910 17737 18500 1.04 26027 -18.41 1238 0.90

2262.5

312.55

147172
577176

2.28

109.5  109.9 97.3 98.2 -9.24 42861 281.29 4125 244.32
103.6 105 93.55 94.2 -9.38 47639 286.74 7197 274.45
853.9] 874.8 826.4 858.9 0.60 96202 159.74 11030 73.05

104] 104.35 95.75 96.4 -6.63 10035 263.59 2141 230.40

MARKET RECAP

@ The base metals complexmade a substantial fall in last week, barring Nickel. The global factors turn bearish as
dollar index rose by 1.56%, equities end negative by more than 2% and crude oil fell by around 2.2%

@ As per the FOMC policy decisionthe officials left the economic evaluation mostly unchangedsaying that the
economy is strengthening, weakening in the labor market is tapering, and household spendiisgexpanding at a
moderate rate. The interest rate was kept urttanged at 0.25% for extended period

@ Chinese banks have implemented the 0.5% increase in their reserve ratio to curb excessive lendifige tightening
of monetary policy by China supplemented the fall as market participation was apprehended by Chine
withdra wing heavy imports and curb on property loans reduce spending in construction sector

@ In US, Obama administration still mooting on limiting banks for hedge fund participation  with reduce capital

flows in the country and thus restrict heavy buying

@ The Inter national Monetary Fund revised growth forecast for major economies for the year 2010 . The IMF
upgraded global growth to 3.9% from an October estimate of 3.1% and expects the world economy to grow by 4.
in 2011. ltalsorevised Chinese growth up to 10% tfs yeari.e. 2010and 9.7% next yeaii.e. 2011

ECONOMIC INDICATORS

@ Existing home salesfell 16.7% in December for the largest monthly decline in data going back to 1968. The annu
rate was at5.45 million units against expected 06.90 million while the 2009 total stood at5.16 million

@ The housing market sank deeply in December, the result of November's firstround expiration of buyer credits.
New home sales fell 7.6% to an annual sales rate of 342,000 units. The result is 28,000 lower than expected
offset by upward revisions to prior months that total 23,000

@ Consumer confidencemoved to55.9 in JanuaryagainstDecember's 53.6 A80 reading for the expectations index is
widely considered to be a signal of economic health

@ The Durable goods orders for manufactured goods in December 2009 increased 0.3% to $167.9 billion from
November.For 2009 as a whole, new orders for manufactured goods declined 20.2%

@ Jobless claimsfell 8,000 in the last week of Januaryto 470,000; however the improvement was lower than the
expectations givenin penultimate week at 440,000
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INDUSTRIAL UPDATES

Vale Inco, of Brazilian mining giant Vale , plans to resume nickel mining operations at Voisey's Bay, Labrado
where the work is idle due to strike since Aug. 1, 2009.The decision to resume productionwas made after a
breakdown in contract talks between the United Stelworkers union and the companyofficials

As the severestorm threatened in Australia's tropical north regon, ship loading AO ! OOOO0AI EAG O ¢
mine remains suspended. The Century mine produces about 500,000 tonnes of zin&/3 of the Australia's total
production, from 1 million tonnes on yearly basis

The International Aluminium Institute (IAl) figures showed aluminium stocks fell to 1.203 million tonnes in
Decembercompared with a revised 1.125 million tonnes in November.

As per market sources, Ebike in China increased overall global battery demand in form of replacement market
as well as an dginal equipment market. There are estimated 120 million ebikes in China, up from about 50,000 ten

years ago.

Production from Australia's Century zinc mine will rise about 28% in 2010 , after technical problems cut output in
2009, as a recovery in Chinand other key industrialized economies boosts metal demandhe production will rise
to 500,000-510,000tonnes in 2010 after production halt lowered output to 360,569 tonnes in 2009, as per MMG, th
Australian unit of China's Minmetals

OUTLOOK

@ The fundamental factors still look bearish , while t he base metals complexis following the movement in the

dollar, economic data and risk sen timent in the financial markets

The steep fall in LME prices have reignited opportunities of arbitrage spread in London marke t vis-a-vis the
shanghai market. LME copper dropped 6% this month compares to 5.78% fall in SHFE. The price differential exist
around 2500 Yuan on previous week, average being around 7@D0 Yuan

Week ahead a host of important data releases are expected from the US per sepersonal income and spending,
ISM Manufacturing, Nonfarm productivity, Factory Orders, Change in Ndfarm payrolls, Unemployment rate.
Overall the entire data is proving positive for the US economy with unemployment falling and jobscreasing

Week ahead, we expectbase metals to move sideways in range bound territories. Nickel could turn out to be an
exception, showing signs of moving up significantly due to heavy demand from the stainless steel sector, a
major consumer of nickel as prime raw material . Any further news from the US and China, being the largest
consumers of metals, would directly impact the prices. Dollar index marching higher would a Iso be a
constraint for prices to move upside.

Currency

Indices

Last Week

This Week

% Change

10172.98 10067.33 -1.04%
1091.76 1073.87 -1.64%
5302.99 5188.52 -2.16%

10590.55 10198.04 -3.71%
3128.59 2989.29 -4.45%

16859.68 16357.96 -2.98%

Last Week

This Week

% Change

78.277 79.462 1.51%
1.4139 1.3863 -1.95%
1.6114 1.5986 -0.79%
46.155 46.1782 0.05%
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TECHNICAL PREFACE
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LME COPPER

LME Copper market turned red last week as the bas
metal posted 9 week low of $6720 and closed a
$6738 losing $637. The momentum was seen on th
lower side as prices took minor intraday corrections
and fell sharply throughout the week. Market is
witnessing a crucial support at $6550 levels and break
below the same may push prices further lower to test
$6130 then $6000 levels in the medium term.
However, looking at the daily charts, we may see al
initial higher side price correction till $6920 and may
extend up to $7100 levels if prices sustain above
$6920 levels.

Market is trading below 10 & 20 week EMA rendering
lower side price movement in the short term. The
momentum indictor RSI (14) is treading at 0.53 legls
showing potential prices for prices to trade lower.

Overall, we expect prices to trade sideways to lowel
for the week with mild higher side price correction.

LME ZINC

@ LME Zinc prices fell for the # consecutive week as

prices posted a low of $2097 ad closed at $2110
i OETC 6P Oi pmnbp EI 1 A0O
may likely to trade higher and test resistance of $2222
levels before resuming the down trend again. A ke
support on the lower side is seen at $1970 levels and .
close below the ame may change the medium term
direction to downside. Market is trading below 10 &
20 week EMA rendering a lower side price movement
in the short term. The momentum indicator RSI (14) is
treading at 0.48 levels in weekly charts showing
potential for prices to trade lower.

We expect prices to trade sideways to lower for the
week. However, a close above $2222 levels ma
temporarily halt the lower side price movement.
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TECHNICAL PREFACE
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INVENTORY UPDATE

The reporting period h &A1 O A AAU8O OO0T AE 11 O6AT AT O ET AT A 10606 1T £

until 16.30 on the day to which the stock repar refers. The stock report is then published to the market daily at 9.00 the
following day, and in India we get at 14:30 ISTancelled tonnage OAD OA OAT 0O O1T 11T ACA xAEOQET ¢
the warehouse company for removal from the warehousegr possibly re-issue of warrants. These warrants are no longei
freely available for trading.Cancelled warrants ratio represents the percentage of cancelled tonnage from the total closin

stock, suggesting the amount of inventory actually marked for deléry on daily basis.
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LME WAREHOUSE STOCKS (In tonnes)
Copper 534200 541050 6850 1.28%
Zinc 491200 496700 5500 1.12%
Aluminium 4635075 4611975 -23100 -0.50%)
Lead 153475 157300 3825 2.49%
Nickel 162270 164808 2538 1.56%
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BASIS CHARTS

Backwardation is a market where spot prices exceed future prices whil€ontango is the opposite condition, where
future prices exceed spot prices. We have, here, considereME Cash prices and LME 3-month forward contract.

Contango seems to be an obvious condition in the market as future prices tend to be higher because of-cbsarry

involved. The scale is: $/tonne.
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COMEX MARKET PERFORMANCE

PRICES (USDILB)

WAREHOUSE STOCKS (In tonnes)

102003

103620

Commodity Futures Trading Commission (CFTC) Report - Copper

As per the U.S. Commodity Futures Trading
Commission data, there was a great fall of 13.59% ir
the short positions by noncommercial while -4.26%

in commercial sector. However thespreading of non

commercials increased by 13.55% suggesting hug
number of trades being taken into account by
speculators. As prices went on a free fall last weel
investors and hedgers did a lot of short selling
dragging market lower, while in weekend wten prices
touched bottom they reentered the market to buy at
lower levels. Overall the fall in short was higher thar
in long, thus for the next week we could say metals t
consolidate slightly but trend is still not known.

CFTC Report - Copper (In contracts)

Long 50762 48727)  -2035]  -4.01%
Short 23095 19957  -3138] -13.59%
Spreading 16755 19026  2271]  13.55%
Long 60389 58061 -2328]  -3.86%
Short 91363 87467| -3896]  -4.26%
Long 127906 125814 -2092|  -1.64%
Short 131213 126450]  -4763]  -3.63%

SHANGHAI MARKET PERFORMANCE

PRICES (CNY/MT)

Copper 59490 56240
Zinc 19475 17610 -1865 -9.58%
Aluminum 15900 15900 0 0.00%

WAREHOUSE STOCKS (In tonnes)

Copper 97308 101210 3902 4.01%
Zinc 222900 222660 -240 -0.11%
Aluminium 328397 333878 5481 1.67%

KCTL research reports are also available on Bloomberg, Reuters Knowledge & Thomson First Call
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CALENDAR SPREAD

Calendar Spreads is the difference between the two futures contracts, famonth-contract and nearmonth-contract. For
#1 PPAOh xA EAOA ATApriOI® AtAMOXwhile 80AckhEr3 metals,& R A addp 7 O A Econ@amts at MCX
have been taken into account for calculating calendar spreads.
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