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Metals and Plastics - Strategic View

Introduction
Oil price anxieties, natural disasters, geopolitical uncertainties: yet copper
storms on and gold struggles.

Gold
The sense of political drift in the USA in the wake of Hurricane Katrina fails to
push prices higher.

Silver
Tight trading range and a $9/0z cap seem increasingly likely for the rest of this
year.

Platinum
$900/0z finally breached and strong possibilities for greater upside.

Palladium
Investors begin to ebb away — so do hopes of $200/0z.

Aluminium
Continued strong Asian demand helps underpin solid prices.

Copper
How much higher can this Icarus fly? $4,000/t before the end of 2005?

Nickel
Global steel over-supply induces production cuts but China may be a much
bigger than normal importer of nickel in Q4 2005.

Lead & Zinc
Lingering smelter strike in Canada plus bullish China data pep-up zinc, lead
tightly range-bound.

Tin
Lack of investor interest, LME prices trade in a narrow range.
Plastics

Higher crude oil prices begin to feed through to plastics, giving a short-term
boost but a longer-term headache.

Forecasts

Price forecasts

End-August 1-month 3-month 2 years
Gold $ per oz 433.25 410-450 400 350
Silver C per oz 674 650-750 680 600
Platinum $ per oz 888 900-950 >900 850
Palladium $ per oz 182 175-185 >190 230
Aluminium (3-month) $ per tonne 1,876 1,800-1,950 1,850 1,600
Copper (3-month) $ per tonne 3,653 3,300-3,750 >4,000 2,800
Nickel (3-month) $ per tonne 14,840 14,500-15,500 >16,000 12,000
Lead (3-month) $ per tonne 862 800-900 900 900
Zinc (3-month) $ per tonne 1,376 1,370-1,480 >1,400 1,200
Tin (3-month) $ per tonne 7,045 6,700-7,200 >7,500 8,500
Plastic: LL (September) $ per tonne 1,220 1,220-1,320 >1,500 >1,000
Plastic: PP (September) $ per tonne 1,220 1,220-1,320 >1,500 >1,000
Source: Virtual Metals
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Analysis

Copper: what goes up must come down

Like all high-wire circus acts, the fascination with copper is partly, how long it
can manage to stay up? The LME’s benchmark three-month contract traded at a
new record high of $3,669.50/t on 16™ August, before ending the month in
strong backwardation, with the cash price (buyer) at $3,913/t against $3,653/t for
the benchmark 3-months contract; the 15-months contract meanwhile closed at
$3,050/t, implying continued strong demand heading forward throughout most
0f 2006. As this month’s report was being put into production $3,700/t seemed
just around the corner, and $4,000/t a real possibility before the end of 2005. Are
prices sustainable at this level for much longer, or is the trapeze artist wobbling?

But perhaps not just yet

The major threat to copper’s precipitous rise is the same for all other base metals
— the soar-away oil price. The additional squeeze the oil markets are suffering in
the wake of Hurricane Katrina will add to the growing problem of insufficient
refinery capacity in the USA. Higher oil prices ultimately translate into slower
economic growth, which will particularly damage copper, an intrinsic
component of all manner of consumer basics, such as automobiles and housing.
But when might an oil price-inspired slowdown begin to filter through to base
metals?

The copper market has in any case been sharply divided over fundamental
issues of global supply and demand during 2005; those who have adopted a
relatively bullish attitude have been proved right so far and there are no signs of
that ending just yet. China’s apparently insatiable demand for increasing levels
of all raw materials, base metals included, will eventually plateau, but so far it is
rather like the Himalayas — just as you imagine you have reached the top of the
final peak, another, taller, more challenging height can dimly be discerned
through the mists.

In particular, China’s already gargantuan appetite for copper remains apparently
insatiable. Latest figures from China show that in July its imports of copper
cathodes rose a staggering 34.8%, to total 99,480t. China is also an exporter of
cathodes and, significantly, Chinese exports of cathodes in July were 79.1%
down on the same month for 2004, and down 59.4% (39,224t) in the January-
July period, compared to the same period for2004. So not only has China been
wanting more of other producers’ copper — it has been (still is?) consuming more
of its own home-grown supply. As China took more, Chile, the world’s biggest
copper producer, gave less. In the same month of July the world’s biggest
copper producer, Chile, churned out 12.2% less copper than in July 2004,
420,003t (comprising concentrates and cathodes), the January-July period
overall falling by a less alarming (though still notable) 2.7%, compared with the
same months for 2004.

One month’s figures are an insufficient basis to generalise very far out,
especially when prices are at their present record levels and when the full
reverberations of the oil price hikes have yet to be absorbed. But it is a fair bet
that as the large, developing economies — Brazil, China, India, and Russia —
become increasingly middle-class, growing demand for heavy copper users such
as housing and automobiles will continue to suck in ever-larger quantities of
copper. Copper may be in for a short-term correction (though even a 20%
collapse from current levels would still only take the 3-months contract to just
below $3,000/t), yet the mid-term outlook, if the oil price does not slam the
brakes on growth, remains very supportive of prices.

September 2005



Fortis Bank/Virtual Metals

Analyst

Matthew Turner

Tel: +44 20 7487 3600

Email: matthew@virtualmetals.co.uk

September 2005

Fortis Metals Monthly

Focus

What next for central bank gold?

September sees the end of the first year of the second round of the European
Gold Agreement, the five-year arrangement between European central banks
under which they have agreed to limit their annual sales of gold reserves to 500
tonnes. Matthew Turner examines the development of the first year, and
considers the prospects for the future.

European central banks are selling their huge gold reserves in greater quantities
and at a faster pace than ever before. Yet the gold market is taking it all in its
stride. That’s the lesson one can draw from the first year of the second European
Gold Agreement, which draws to a close on September 26™. The longer-term
implications however are more worrying for the gold market; it looks like a
number of central banks wish to exit the gold market altogether.

When the renewal of the EGA was announced in March 2004, and even when it
took force on September 27™ of that year, there was much uncertainty about
which central banks wished to sell gold. Unlike the first EGA, a hastily cobbled
together wrapper around already announced plans by the UK and Switzerland to
sell gold, the second Agreement had no obvious anchor country. France said it
wished to sell between 500-600t, Switzerland still had 130t remaining of its
1,300t sale, and the Netherlands said it would sell 165t. In total, however, this
came to at most just 895t, and yet the Agreement had raised the annual sales
limit to 500t, and thus the five-year total to 2,500t. When the largest gold holder
in the Agreement, Germany, announced that they would only sell the 8 tonnes
required for minting some gold coins, it was enough to make some analysts
question whether the European central banks would actually sell the maximum
500t a year, let alone 2,500t over five years.

One year on few now doubt that the central banks will reach both limits. It is not
just the speed at which they sold gold over this first year - the 500t allowed had
been offloaded by August 12th, more than six weeks quicker than necessary,
though this surely smacks of eagerness. It is also the number of central banks
that have taken the opportunity to offload bullion — ten of them in total. In
addition to Switzerland, France, the Netherlands and Germany, there was also
Portugal, Sweden, Spain, Austria and Belgium. Worse still for the belief that
gold retains a special place in central bankers’ hearts, the European Central Bank
itself, which only acquired its 769t of gold at the start of Economic and
Monetary Union in 1999, got rid of 47t without explanation' (see table below for
full list of sellers and how much they have sold).

EGA Il year one

Tonnes sold
Switzerland 130
France 125
Netherlands 55
Portugal 55
ECB 47
Belgium 30
Spain 20
Sweden 15
Austria 10
Germany 5
Unaccounted * 10
Total 503
Source: Virtual Metals * Unaccounted as taken from ECB data which says only

'two central banks'. It is probably France and Germany

! When we asked the ECB its explanation for the sale we were told that the European Gold
Agreement was itself the explanation.
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Gold

News
Gold price ($/02) « Aug 29™: Australia’s gold production in 2004-2005 fell 8t to 265t according
450 to Melbourne-based mining consultants Surbiton Associates. The previous
week South Africa’s Chamber of Mines reported the country’s gold
445 - production fell 18% in Q2 compared with Q2 04.
+ Aug 22" Newcrest Mining, Australia’s largest gold producer, reported full-
440 - year (to 30™ June) profits of A$136.1m, 11% higher on the previous full-year
results. It expects to produce 1.7-1.8 Moz in the current financial year (to end
435 June 2006) vs. 1.16 Moz in the year just ended.
+ Aug 4™ Gold Fields, the world’s fourth biggest gold miner, reported Q4 net
430 1 loss of Rand 14m (vs. net profit of Rand 11m in Q3) following exceptional
4o losses of Rand 359m related to mine impairments and its defence against the

failed hostile takeover by Harmony. Q4 production fell slightly to 1.08 Moz

1-Au 11-Au 21-Au 31-Au .
9 9 9 9 (vs. 1.09 Moz in Q3).

Source: London Bullion Market Association
Analysis

e $450/0z still elusive

Comex: Non-commercial net position (tonnes)

550 . The elusive $450/0z seemed further away than ever by the end of August as a

500 - strengthened US currency knocked 1.6% off US gold futures to a one-month low
450 - of $433.50/0z on 30™ August. This setback had however been on the cards,
400 4 given that on Comex the net fund long exposure had risen to 159,687 contracts
850 in the week ended 23", a new record high, according to Commitments of
228 Traders data from the Commodity Futures Trading Commission. The following
200 4 week’s decline to 109,833 contracts however was not a record liquidation, which
150 1 gave some support to the market.
100
50 Norilsk gave more details concerning the spinning-off of its gold subsidiary,
0 ‘ ‘ ‘ Polyus, prior to listing it internationally. Existing shareholders are offered one

26-0ct  4-Jan  15-Mar 24-May 2-Aug Polyus share for every Norilsk share; 10bn Roubles in working capital will be

transferred to Polyus ahead of the spin-off. A shareholder meeting is due on 30"

Source: Virtual Metals

September.

Lease rates (%) Jean-Pierre Schumacher, fund manager with the Liechtenstein-based Top Gold
08 fund, said he believes “gold will hit $600/0z next year, whether it hits $500/0z
08 | before the end of this year, we’ll have to wait and see.”

0.7 1
8'2 7 Western Areas said its estimated reserves at South Africa's South Deep mine, the
06 4 world's biggest gold deposit owned in a joint venture with Placer Dome, could
o5 W be 18% smaller than expected and will probably will be reduced by about 10
0.5 1 Moz from a previous forecast of 55 Moz. Placer bought its stake in the mine in
ol 1999 for $235m.
0.3 ‘ ‘
1-Aug 11-Aug 23-Aug Outlook
1-month 3-month The pm fix in London ranged between $431/0z (2"%) and $447.25/0z (12"),
6-month 12-month ending relatively weakly at $433.25/0z. September could be a pivotal month

for bullish hopes of breaking out to a higher range; if it fails, then a retreat
to $400/0z or lower looks increasingly likely. Short-term: $410-$450/0z.

Source: Virtual Metals

Market data (August unless stated)

Prices US$/oz Euro/oz Rand/kg ETF investment Ounces Lease rates im 3m 6m 12m Option volatility (end month)
Average 438 356 11,453 US 215,373 Average 0.43 0.46 0.51 0.64 1-month 12.1%
High 447 362 11,630 UK 0 High 0.47 0.53 0.57 0.73 3-month 12.3%
Low 431 351 11,283  Aus 0 Low 0.37 0.44 0.44 0.50 6-month 12.4%

S.Africa 0 12-month 12.5%

Source: Prices: London Bullion Market Association, Others: Virtual Metals
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Silver price (cents/o0z)
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Silver

News

* Aug 23™: Peru’s silver output in June rose 6.6% to almost 264t against June
2004.

« Aug 15™: First Silver Reserve, the Canadian listed company which mines
silver in Mexico, reported lowered 2H (to 30™ June) revenues of $6.44m vs.
$7.73m for the same period in 2004, with production lower at 831,928 oz vs.
more than 1.07 Moz in 2004.

« Aug 9™ Coeur d’Alene, the world’s biggest primary silver producer, reported
net losses of $1.5m for Q2 05 compared to a net loss of $5.4m for the same
period 04. The company expects full-year production of 13.5 Moz.

Analysis
 Investor appetite recedes

The US-based CPM Group published its 2005 Silver Survey and forecast global
silver demand to rise this year by 1.4% to 805.7 Moz, although photographic
usage is anticipated to fall 9.4% to 217 Moz. Supply (including scrap) is
projected to rise by 3.2% to 774.3 Moz, with an estimated deficit in 2004 of 44.5
Moz in the physical market against 67 Moz in 2003, and an estimated total
deficit for 2005 of 43.4 Moz. The report suggested that as much as 22 Moz of
additional capacity could come on-stream in 2006.

Australian explorer Macmin Silver has delayed plans to begin producing silver
at its new Twin Hills mine in Australia’s eastern state of Queensland, until 2006.
The company blamed unusually wet conditions in late June and July. Macmin
said the delays would not adversely impact the project, with full production due
to start in early 2006. Macmin added that the increases in the silver price over
the last six months had not been as strong as anticipated. The operation is
expected to produce silver powder containing 2.5 Moz annually at a production
cost of A$5.80/0z for the first three years.

Great Panther Resources gave further details on its planned acquisition,
announced on 20th July, of a 100% interest in a group of producing silver-gold
mines in Guanajuato, Mexico, one of the world’s oldest silver mining sites,
where silver was discovered in 1548; during the 18th century, the district was

2:2 | reportedly producing one-third of the world's silver, although the plant is
504 currently operating at about 20% capacity. Drill holes from the 1980s and 1990s
95 | suggest that the mineralisation continues under the existing workings. The total
20 4 purchase price is $7.25m including 1,100 hectares in 2 main properties, mining
15 4 infrastructure and associated property.
1.0
0.5 4 Outlook
0.0 : : : Silver traded in a narrow range, the London fix touching a high for the
31-May  28-Jun 26-Jul 23-Aug month of 725.50 cents/oz on 3" August and ending the month relatively
1-Month 3-Month weakly at its low for the month of 674 cents/oz. Short-term we see little
6-Month 12-Month reason for silver to break out beyond its tight 650-750 cents’ range which
Source: Virtual Metals has prevailed for much of the year so far.
Market data (August unless stated)
Prices c/oz e/oz p/oz Imports kg Lease rates im 3m 6m 12m Option volatility (end month)
Average 704 573 393 USA (June) 452,734 Average 0.55 0.87 1.41 2,52 1-month 19.0%
High 726 593 410 Japan (July) 281,656 High 074 112 186 312 3-month 20.0%
Low 674 553 378 Low 044 067 103 207 6-month 21.5%
12-month 22.0%

Source: Prices: London Bullion Market Association, Others: Virtual Metals
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Platinum price ($/02)
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Platinum

News

« Aug 26™: Implats reported full year results (end June 30™) with net profits up
78% to R5.2bn and platinum production up 5% on the previous year to 1.815
Moz.

* Aug 17" Umicore reported a 38% fall in profits for 1H of 2005 of Euros
66.2m vs. Euros 106m for the same period of 2004, but added that its
precious metals products and catalysts division showed strong performance.

« Aug 15™ Aquarius reported net profits fell by more than $7m compared to
the previous 12 months, to $21m, on a 14% rise in revenue to $222m for the
year to June 30th.

Analysis
* Breakout beyond $900/0z

Investors pushed platinum through the $900/0z barrier and trading data from
Comex suggested that ,throughout the month, there was sufficient interest in
going long to sustain this in the weeks to come.

Lonmin said Q3 sales rose by more than 6,000 pgm oz compared to the same
period in 2004. Lonmin expects its production for the full year to be around
910,000 ounces of platinum. Impala Platinum said it is in talks with BEE group
Royal Bafokeng Resources (RBR) Holdings (Pty) Ltd) about the possibility of it
taking a 6% stake in Implats. RBN already has a 1.5% stake in the company.

The Chinese government abolished VAT and VAT rebates on precious metals’
exports, including pgms for use in jewellery, industrial and chemical
applications. Latest customs figures meanwhile showed China's exports of
precious metals’ jewellery increased during 1H 2005 by 19.6%. The Chinese
state-funded Antaike research institute said platinum imports to China during
the first six months of 2005 were 18% lower compared to the same period in
2004, totalling 13t. A survey by WeddingChannel.com said 29% of USA brides
now choose platinum settings for their wedding rings.

The UK’s Society of Motor Manufacturers and Traders (SMMT) reported that
July diesel car sales rose for the 58th consecutive month; diesel penetration now
stands at 34.9% for the year so far, improving on last year's share of 31.3%.
Scientists at the Georgia Institute of Technology said they have discovered a
chemical, triazole, that could enable fuel cells to operate at much higher
temperature levels without the need for constant moisture. The research
organisation Fuel Cells 2000 said there are now more than 2,000 fuel cell
installations in operation in over 26 countries.

Outlook

A London pm fix of $915/0z on 12" proved the peak for August but the low
of $887 was high enough to encourage investor hopes that higher prices are
in the offing. Short-term: $900-$950/0z.

Market data (August unless stated)

Prices US$/oz Lease rates im 3m 6m 12m Trade (Kg) Imports Exports Option volatility (end month)
Average 899 Average 3.96 4.056 417 4.22  USA (June) 8992 2761 1-month 11.8%
High 915 High 4.02 4.10 4.28 4.25 Japan (July) 6,220 887 3-month 12.5%
Low 887 Low 3.87 4.01 4.10 4.21  China (July) 3,379 0 6-month 13.8%
Switzerland (July) 2,504 2548 12-month 15.4%
Hong Kong (June) 1450 0 24-month 16.8%

Source Price: London Platinum and Palladium Market, Others: Virtual Metals

September 2005
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Palladium price ($/02)

194

192

190 ~

188 -

186 -

184 -

182

180

1-Aug 11-Aug 21-Aug 31-Aug

Source: London Platinum & Palladium Market

Nymex: Non-commercial net position (ounces)

1,000,000

300,000 ‘ : :

26-Oct 4-dan  15-Mar 24-May

Source: Nymex

Palladium Lease Rates (%)

4.8

46 —\/-/\/\’\\_/

4.4 4

44 _—NA/M—’

4.0 4

3.8 4

3.6 T

1-Aug-05 22-Aug-05

1-month 3-month
6-month 12-month

Source: Virtual Metals

Fortis Bank/Virtual Metals

Palladium

News

* Aug 10"™: North American Palladium reported for Q2 2005 (to June 30™) a
37% decline in palladium production compared to the same period last year,
with a net loss of more than $15.22m vs. net profits of more than $2.83m
during the same period last year.

Analysis
* Investors ebbing away?

Palladium remained on the sidelines in August, the London pm fix ranging
across a narrow $11 spectrum, from its early high, of $193/0z on the 3™ to a low
of $182/0z, on several days through the month. This weakness reflected the
trading position on Nymex, where there was a fairly substantial sell-off during
August (a decline of 212,800 ozs to 247,900 ozs in the large net longs over the
month, according to data from the Commodity Futures Trading Commission)
managed to pull the price down. There are still plenty of net longs out there, to
the tune globally of 570,021 ozs at the latest count, but this is the lowest since
December 2003 by our estimations. Palladium may not swiftly be headed below
$170/0z — but $250/0z is increasingly a fantasy.

Stillwater Mining president and chief executive, Frank McAllister, said he
believed the automotive industry has depleted its palladium stockpile, and
pointed to the fact that the US Defence Department is continuing to sell its
palladium stockpile. He said he believes Russia still has a significant inventory,
and added that Stillwater will use up its own stockpile during Q1 2006.

Canon and Toshiba announced a new joint venture to develop and distribute a
new flat-panel display technology known as Surface-conduction Electron-
emitter Display (SED). The joint venture is designed to commercialise the
equipment so that it can become an alternative flat screen option to Plasma
Display Panel (PDP) technology. SED is created through sandwiching two glass
plates together, with a vacuum between them. Beads of palladium are then
dotted on the inner plate, while the outside plate is a matrix of coloured
phosphor dots and a transparent electrode.

China will build a new recycling centre focused on electronic waste. Based in
Tianjin, the facility will have the capacity to deal with 30,000 tonnes of e-waste
annually. Gold and other precious metals such as pgms will be recovered from
phones, computers and circuit boards. The site will be built in September 2005
and will come into operation in 2006.

Outlook

It is increasingly difficult to sense anywhere but lower for palladium.
Investors appear to be turning away, albeit very slowly and hesitantly, and
there is a dearth of positive demand news. $175-$185/0z short-term.

Market data (August unless stated)

Prices US$/oz Lease rates im 3m 6m 12m Trade (Kg) Imports Exports Option volatility (end month)
Average 187 Average 1.23 1.33 1.45 1.50 USA (June) 10,202 4,603 1-month 25.0%
High 193 High 1.37 1.46 1.56 1.62  Japan (July) 290 1,022 3-month 26.0%
Low 182 Low 0.54 0.62 0.78 0.81  China (July) 372 248  6-month 27.5%
Switzerland (July) 3,002 6,171 12-month 29.0%
Hong Kong (June) 2,386 0 24-month 32.0%

Source: London Platinum and Palladium Market, Others: Virtual Metals
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Aluminium price ($/tonne)
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Aluminium

News

* Aug 30™ SUAL, the Russian aluminium producer, has started construction of
a 1.4 Mt annual capacity smelter at its Timanskoye bauxite deposit in Siberia.

+ Aug 10™ Novelis, spun out of Alcan in January 2005, reported an $18m loss
for Q2, compared with profit of $45m for Q2 2004.

« Aug 8™ Alcan reported Q2 profits down by more than 42% to $191m vs.
$331m for the same period in 2004.

*+ Aug 4™ Alcoa World Aluminium & Chemicals (AWAC) said it had agreed
with the Ghanaian government the re-start of the Valco smelter in Q1 2006,
with capacity of 120,000t annually.

1’6001 N 11_‘AU o _‘AU 1AL * Aug 3" Alumina Limited, the Australian producer, reported 1H profits 2%
9 9 9 9 down vs. the same period in 2004, at A$163.3m.
Cash 3-Month
—15-Month ———27-Month Analysis
Source: London Metal Exchange * Strong fundamental support
— China maintained its tightening grip over its domestic aluminium industry by
Aluminium stocks (tonnes) scrapping a preferential tax regime for alumina imports and simultaneously
900,000 imposing an 8% duty and 17% VAT regime on alumina imports as of 22"
August. The move had been widely anticipated by the market. Of the country’s
152 aluminium smelters, 20 (accounting for about 30% of alumina imports) had
800,000 1 previously been permitted to import alumina duty free if the end product was
exported. In 1H of 2005, China’s alumina imports rose 29% vs. the same period
700,000 - in 2004, to 3.67 Mt. Over the same period China’s aluminium exports rose
21.5%, to 769,476t.
600,000 ) ) o
However, China’s state-funded Antaike research institute forecast that the
country’s primary metal production will reach 7.5 Mt in 2005, more than 14%
500,000 ‘ ‘ higher than 2004, as anxieties over energy supplies for large-scale smelting have
Sep-04  Jan-05 May-05 . .
to a great extent been alleviated by guarantees from state suppliers.
Source: London Metal Exchange
Alcan forecast world primary aluminium consumption to rise by some 4.6% in
2005, while new and resumed production will increase global supply by some
Aluminum inventories 6.3%, with a market deficit of about 200,000t. The International Aluminium
Kt Jul 05 Totar  Institute (IAI) said global primary aluminium production in July was 2.01 Mt,
unwrought 3.55% higher than June and 5.78% more than July 2004. World stocks in July
At i o ere 3.268 Mt, up 54,000 from June, said the IAI. R.K. Kasliwal, chief
rica . . . L
North America 547 1,038 ﬁnan'm?ll officer of Adlt.ya Birla Group. (parer.lt company of Irlldlla s large§t
Latin America 199 514  aluminium producer, Hindalco Industries) said the group anticipates Asia to
Asia 250 385  have an aluminium deficit of 4.9 Mt in 2005, increasing to 5.5 Mt in 2009.
Europe 741 1,424
Oceania 132 167 Outlook
Total 1,831 258 " The LME’s benchmark 3-months contract settlement prices ranged
Source: Al between $1,850/t-$1,930/t, averaging $1,890/t, within our previous month’s
forecast range of $1,750/t-$1,950/t. Strong demand from Asia and
continued jitters over high-cost west European production closures provide
good support. Short-term: $1,800/t-$1,950/t.
Market data (August unless stated)
Prices ($/t) Cash 3-month  15-month LME stocks Tonnes Prod (kt) June July LME Open Interest (contracts)
Average 1,866 1,888 1,807 end-Jul 533,200 Europe 705 728  Aluminium 689,917
High 1,909 1,929 1,833  end-Aug 506,850 Americas 647 670
Low 1,675 1,694 1,662 Asia 262 273
Other 327 339
Total 1941 2,010

Source: London Metal Exchange, except Production: International Aluminium Association
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Copper price ($/tonne)
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“In particular, demand from China

remains strong”

Paul Skinner, chairman of Rio Tinto,

3rd August 2005
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Copper

News

+ Aug 10™: Xstrata reported 1H net profits of $797.1m vs. $463.1m for the
same period of 2004, on increased turnover of $3.8bn vs. $2.9bn, on strong
commodity prices generally.

+ Aug 3™: Rio Tinto reported 1H profits up by 34% to $2.17bn vs. $1.61bn for
the same period in 2004, with earnings from copper at $834m vs. $394m.

+ Aug 3™: Escondida, the world’s biggest privately-owned copper producer, in
Chile, reported production down by 3.3% in Q2, at 313,983t.

Analysis
* New LME record prices

The benchmark LME 3-months contract cracked the key level of $3,600/t on 5™
August, reaching $3,605/t amid thin trading volumes, before falling back
through $3,600/t. Profit-taking emerged however and stocks were sucked back
into LME warehouses. News that Asarco, the Tucson, Arizona-based USA
subsidiary of Grupo Mexico, filed for Chapter 11 protection against bankruptcy
following a five-week strike, provided copper bulls with fresh spirit, as the
market anticipated Asarco’s environmental liabilities of substantially more than
$1bn would mean its productive end. Grupo Mexico’s shares rose 4% on news
of the filing.

World copper mine production rose by 4.4% to 14.5 Mt during 1995-2004
according to the latest edition of the International Copper Study Group’s
Yearbook, with Chile’s share of production up from 25% to 37% and the USA’s
share falling from 19% to 8% during the period. Refined copper usage globally
rose by 37% to reach 16.52 Mt annually. The biggest jump in demand came
from China, which according to the ICSG became the world’s biggest consumer
in 2002, when its consumption increased by more than 181%, its share of total
usage growing to 19% in 2004 from 9% in 1995. Demand by the USA and Japan
fell by 5% and 9% respectively over the same period, their share of world usage
falling from 15% to 6% (USA) and from 8% to 4% (Japan). The ICSG said that
total global stocks rose to a peak of 2.084 Mt in 2002 but had declined to just
923,000t by the end of 2004.

Jiangxi Copper, China’s biggest copper producer, announced plans to spent 10bn
Yuan in the next five years adding new copper mines and increasing capacity by
some 75% to 700,000t by 2009. He Changming, Jiangxi’s chairman, said the
company expects copper prices to remain high “for some time.”

Outlook

Copper has defied all Cassandras — and they have been numerous — in 2005
so far. The fundamentals will re-balance and a correction must come; but
perhaps not this year. The door is now wide open for funds to push it higher
towards $4,000/t, and while there will inevitably be profit-taking en route, it
is a much stronger possibility now that $3,500 has been so firmly breached
without panic selling. But we are all now in unknown territory. Short-term:
$3,300/t-$3,750/t.

Market data (August unless stated)

Prices ($/t) Cash 3-month 15-month 27-month LME stocks Tonnes LME Open Interest (contracts)
Average 3,786 3,573 2,941 2,650 End-Jul 31,5625 Coppper 330,329
High 3,907 3,647 3,065 2,765 End-Aug 65,675

Low 3,111 2,992 2,630 2,450

Source: London Metal Exchange
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Nickel price ($/tonne)
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Nickel

News

* Aug 31: US stainless steel consumption fell 3% in 1H 05 to almost 1.69 Mt
year-on-year, according to the Speciality Steel Industry of North America.

*  Aug 23™: Mincor Resources said it intends raising nickel output by 30% to
13,000t in the fiscal year up to the end of June 2006, against its current annual
production level of 10,028.

+ Aug 23" BlueScope Steel, Australia’s biggest steel producer, reported its
third consecutive record results with net profits for the full year to end June
30™ up 72% to A$1.007bn.

* Aug 15™: Xstrata says it will pay C$2.05bn to buy a 19.9% stake in
Falconbridge, the world’s third-biggest nickel producer; the stake is to be
bought from Brascan Corporation, a diversified asset-management company.
It raised this stake to 20.01% later in the month by a purchase from a private
shareholder.

Analysis
 Steel production cuts widen

The weakened global demand for stainless steel which has forced Asian and
European mills to cut production in recent months has begun to make itself felt
in the USA, with reports from industry sources suggesting that demand for scrap
metal reached a standstill in late August.

China’s net imports of nickel fell to just 1,579t in July, the lowest since the
beginning of 2004, as a combination of high nickel prices and intensifying
competition among the country’s steel producers made themselves felt. China
produced 47,965t of nickel in 1H 2005, 14.1% higher than the same period in
2004. Baosteel, China’s biggest steel manufacturer, announced on 24™ August it
would cut its steel prices by 10% from October 1% as a result of lowered
demand. China produced 1.69 Mt of stainless steel in 1H 2005, 48% higher than
the same period for 2004. But imports still rose 32.7% to 1.98 Mt in the first six
months of 2005.

However, China, which consumes more than 10% of the world's nickel, may
increase imports in September because its biggest producer, Jinchuan Group,
(which produces about 75% of China's nickel), will shut down a main furnace

05 for repair between September 6™-October 11™, cutting output by more than

Canada 14,672 58.8% 4,200t.

Australia 11,184 52.4%

Taiwan 1,875 2187.0%  Outlook

Total 51,968 78.6%  LME 3-month contract settlement prices for nickel averaged $14,682.50/t

Source: Dow Jones in August, slightly higher than our previous forecast range of $13,800/t-
$14,500/t. Steel production cutbacks are spreading and a five-week
shutdown from China’s biggest domestic producer will put a floor under
prices. Short-term: $14,500/t-$15,500/t.

Market data (August unless stated)

Prices ($/t) Cash 3-month 15-month 27-month LME stocks Tonnes LME Open Interest (contracts)

Average 14,847 14,634 14,634 12,117 end-Jul 7110 Nickel 60457

High 15,575 15,370 15,370 12,500  end-Aug 9522

Low 14,080 13,900 13,900 11,150

Source: London Metal Exchange
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Lead price ($/tonne)

920

900 -
880 -
860 -
840 -

820 +
800 -

780 T T T
1-Aug 11-Aug 21-Aug 31-Aug
Cash 3-Month 15-Month
Source: London Metal Exchange
Zinc price ($/tonne)
1,400
1,350
1,300 -
1,250 ~
1,200 ~
1,150 T T T
1-Aug 11-Aug 21-Aug 31-Aug
Cash 3-Month

e 15-Month ====27-Month

Source: London Metal Exchange

Stocks on LME (1% Jan. 2004 = 100)

120

20 4

0 T T T

100 -
. K\\\}\
60 -
40 M\

Aug Oct Dec

Lead

Feb Apr

Zinc

Jun  Aug

Source: Virtual Metals from LME

Fortis Bank/Virtual Metals

Lead & Zinc

News

* Aug 24™: Zinifex, the Australian zinc and lead producer, reported profits of
A$234.7m for the year ended June 30™, vs. A$53.2m the previous year, when
it had only three months of operation.

Analysis
* Fresh high for zinc; lead quiet

Half the LME’s zinc inventory is held in New Orleans but the devastation
caused by Hurricane Katrina made no apparent impact on prices, and access to
the stocks appeared to be trouble-free. Prices for the LME’s 3-months contract
had previously risen to $1,362/t on the 17™ as the Teck Cominco strike at its
Trail smelter entered its 5™ week, meaning zinc had gained 9% since the start of
the year. The two sides were due to resume negotiations on 9" September.Zinc
producers are still bullish about mid-term prospects for the metal. Kim
Robinson, chief executive of the Australian zinc producer Kagara Zinc, told the
Diggers and Dealers conference at Kalgoorlie that he foresaw a “robust medium
term demand and price outlook” for zinc. Meanwhile, Greig Gailey, managing
director of Zinifex, the world’s second-biggest refined zinc producer, said he is
very optimistic about the forthcoming year, pointing to the lack of new mine
development as helping underpin prices.

Latest figures for China’s imports show it remained a net importer of zinc during
the Jan-July period; in July it imported 10,382t, back up to levels in Q1 2005.
Platt’s reported that southeast Asia's zinc annual production capacity is on target
to rise to 130,000t by the end of 2005, up 8% from 120,000t in 2004, and the
region’s total zinc output is expected to increase by at least 10,000t in 2005 and
by 20,000t in 2006 as a result of two new Vietnamese smelters.

The International Lead and Zinc Study Group (ILZSG) reported refined zinc
consumption rose to 5.281 Mt in January-June 2005, 73,000t more than the same
period for 2004. Production of refined zinc was 5.221 Mt in the first half of the
year, vs. 5.009 Mt in 1H 2004, implying a market deficit of 60,000t. The ILZSG
also reported lead figures for 1H of 2005; global production was 3.639 Mt,
269,000t greater than 1H 2004, while consumption was 3.690 Mt, vs. 3.551 Mt
in the same period 2004.

Outlook

Teck Cominco’s Trail zinc smelter in western Canada has an annual
capacity of 290,000t a year, about 3% of global production, and the strike
has certainly helped put some zing into zinc prices. But fresh indications
from China show that its appetite for the metal has also helped revive
investor interest. Short-term: $1,370/t-$1,480/t. Lead’s dull performance in
August (average 3-months’ settlement price of $861.13/t) implies a short-
term $800/t-$900/t range.

Market data (August unless stated)

Prices ($/t) Cash Cash 3-month 3-month LME stocks LME Open Interest (contracts)

Lead Zinc Lead Zinc Lead Zinc
Average 883 1,289 859 1,312.57  End-Jul 64,425 7,110 Lead 80,160
High 913 1,348 887 1,369.00 End-Aug 54,200 9,622 Zinc 223,631
Low 823 1,164.5 821 1,186.50

Source: London Metal Exchange
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Tin price ($/tonne)
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Tin

News

* Aug 31*: PT Timah, the Indonesian producer, reported net profits equivalent
to $9.32m for 1H 05, up 49% over the same period for 2004.

* Aug 23™: Peru produced 3,633t of tin in June, 4.7% higher than June 2004.

+ Aug 18™: Vietnam and Laos announce plans to conduct joint exploration for
tin and lead deposits in the Laotian provinces of Bolikhamsay and Huaphan.

* Aug 2" The Novosibirsk Tin Plant reported net profits of Roubles 3.04m for
1H 05 vs. 20.4m for the same period in 2004. It cut production in 2004 by
6.6% to 3,838t.

Analysis
* Thin trading on the LME

International tin prices averaged $8,221/t in the first half of 2005, against
$7,771/t for the same period in 2004, according to the Indonesian producer PT
Timah, which said it sold 19,364t between January-June.

According to the Russian news agency Interfax, Russia's foreign trade protection
and tariffs policy commission has recommended that the government abolish the
import duty on tin ore and concentrates. The Russian Economic Development
and Trade Ministry said the commission's recommendation would be submitted
to the government. The government suspended the 5% duty for a period of nine
months at the beginning of 2005.

China said it will control the total amount of tin ore mined and also set export
quotas; the new regulations are due to come into force by the end of 2005.

Tin’s fundamentals are still stronger than recent prices suggest. Global demand
has been growing in excess of 5% since the start of the new Millennium, with
demand in Asia (which now accounts for more than 50% of demand) growing
by as much as 20% a year. With lower global stocks, little new exploration,
lower production by the large producers, and tighter restrictions on informal
production, prices could conceivably rise. However, the relative absence of
hedge fund interest is likely to continue to keep tin the poor relation of the
metals market for the time being.

Outlook

The LME 3-months settlement prices traded in a fairly tight $435 range in
August (high of $7,280/t, low of $6,845/t), slightly lower and narrower than
our previous forecast of $6,800/t-$7,500/t. We continue to believe that
growing demand in developing economies will shift prices higher in 2006,
but for now the lack of investor interest will cap much upside movement.
Short-term: $6,700/t-$7,200/t.

Market data (August unless stated)

Prices ($/t) Cash 3-month 15-month LME stocks Tonnes LME Open Interest (contracts)
Average 7,180 7,089 6,877 End-Jul 3730 Tin 23809
High 7,410 7,300 7,120 End-Aug 6925
Low 7,015 6,950 6,800
Source: London Metal Exchange
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Plastics prices, September contract, LME
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Market data
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Average 1,146 1,126
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Source: LME
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Plastics

News

+ Aug 26™: Sinopec Shanghai Petrochemical, China’s biggest ethylene
producer, reported a 16% rise in 1H profits to Yuan 1.76bn, but warned that
higher oil prices will dampen demand and profits in 2H of 2005.

+ Aug 22" Clive Watson, chief financial officer with Borealis, said the group
is expecting the European polyolefin market to be flat this year after a first
half fall of as much as 3%. Demand has been hit by high energy prices.

Analysis
* LME seeks greater liquidity for its contracts

With effect from 21* November the shelf-life of the LME’s approved brands of
LLDPE and PP will be extended out to ten months as against the six months
since the launch of the two contracts in May this year. This is regarded as an
attempt to inject greater liquidity into the contracts. The LME said it is also
considering publishing daily stock reports for plastics, as it does for its metals
contracts.

India has launched a futures market for plastics. Futures trading of PP and
HDPE began on the Mumbai-based Multi Commodity Exchange of India on 18
August. It was inaugurated by Nikhil Meswani, executive director of Indian
polyolefins producer Reliance Industries, which has also supported the LME
market.

In the trade journal Plastics and Rubber Weekly Chris Huntley, Dow Chemicals
financial communications manager said the start of the LME futures market had
been cautious but “we believe that over time, as confidence grows and trade
volumes increase, LME plastics contracts will become an important instrument
for managing commodity price risk, for broadening a company's financial
hedging options and for providing a transparent, real-time index for product
pricing in the plastics industry.” However, he declined to say whether Dow has
traded any futures yet. He was also asked if Dow will use LME prices as the
basis for settling supply contracts with its customers. Huntley replied: “As soon
as the LME becomes a credible price discovery mechanism, should our
customers have interest, we would consider it. However, before Dow would
consider sales contracts that are based LME reference prices, there would need
to be sufficient liquidity of the LME contracts traded, and a history of LME
prices.”

BCC, the US research group, said total Chinese consumption of engineering
plastics will reach 4.391 Mt in 2005, growing annually by 8.9% over the next
five years with consumption hitting 6.73 Mt. Domestic Chinese production of
engineering plastics is currently only 1.26 Mt. BCC expects Chinese production
to grow to 2.38 Mt in 2010 as new capacity is built, imports will rise to 4.66 Mt
by 2010.

Outlook

Higher oil prices began to feed through into the two LME plastics
contracts; the September (buyer) PP contract officially settled at $1,095/t on
1° but rose to $1,220/t by 31°“ while the LLDPE contract rose from $1,080/t
(1*) to end the month at $1,220/t. Crude oil prices will continue to support
plastics prices short-term but longer-term will dent overall economic
growth. Short-term, both LLDPE and PP, $1,220/t-$1,320/t.
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Precious and base metal prices

(1999 Avg.=base 100)

Change from

31* August 2005 Current 1M 1Yr 5Yr
Gold (spot) 155 1% A~ 154 8% A 144 58% A 98
Silver (spot) 129 5% Vv 136 1% 128 38% M 93
Platinum (spot) 237 3% M 231 6% M 225 54% M 154
Palladium (spot) 52 1% M 51 -14% ¥ 60 -76% Vv 213
Aluminium (cash) 134 0% Vv 135 8% M 124 20% M 112
Aluminium (3m) 133 0% Vv 134 8% M 123 19% A 112
Aluminium (15m) 123 0% M 123 7% N 115 15% 107
Aluminium (27m) 117 1% N 116 7% N 110 12% 104
Copper (cash) 236 1% YV 239 31% N 181 100% M 118
Copper (3m) 216 2% Vv 220 25% M 173 84% M 117
Copper (15m) 169 0% ¥ 170 16% AN 145 52% A 111
Copper (27m) 150 0% v 150 15% A 131 39% A 108
Nickel (cash) 239 2% M 234 4% N 229 79% M 133
Nickel (83m) 234 2% M 230 5% M 222 81% M 129
Nickel (15m) 240 2% M 236 9% M 219 108% M 118
Nickel (27m) 213 6% M 200 19% M 179 87% M 114
Zinc (cash) 112 3% Vv 115 24% M 91 3% M 109
Zinc (3m) 113 3% Vv 116 24% N 91 5% AN 107
Zinc (15m) 114 2% Vv 116 22% M 94 10% 104
Zinc (27m) 111 0% v 112 18% A 94 9% N 102
Lead (cash) 170 2% Vv 173 % ¥ 184 81% M 94
Lead (8m) 164 2% Vv 168 3% Vv 169 2% M 95
Lead (15m) 153 2% Vv 156 7% N 143 60% M 96
Tin (cash) 131 3% Vv 135 -22% Vv 167 33% M 98
Tin (3m) 129 3% Vv 133 21% Vv 164 31% M 99
Tin (15m) 126 -3% 130 -15% Vv 149 26% M 100
LME base metals stocks
(1999 Avg.=base 100) Change from
31* August 2005 Current 1M 1Yr 5Yr
Aluminium 65 5% Vv 68 -37% Vv 102 27% M 51
Aluminium Alloy 70 7% N 66 19% M 59 -49% Vv 138
Copper 9 104% M 4 -32% Vv 13 -86% Vv 59
Lead 41 -15% 48 43% N 28 -55% ¥ 90
Nickel 18 37% M 13 1% M 18 -23% Vv 23
Tin 75 86% M 40 55% M 48 -45% Vv 136
Zinc 190 3% Vv 197 -283% Vv 248 162% M 73
USD exchange rates
(1999 Avg.=base 100) Change from
31 August 2005 Current 1M 1Yr 5Yr
European euro 87 2% Vv 89 1% ¥ 87 -26% Vv 118
Canadian dollar 81 2% Vv 82 -8% Vv 88 -19% ¥ 100
Great British pound 90 3% Vv 92 1% M 89 17% Vv 109
Japanese yen 97 1% ¥ 98 0% M 97 2% M 95
South African rand 106 4% Vv 110 0% ¥ 106 7% Vv 114
Australian dollar 85 1% v 86 7% Vv 91 24% Vv 111
Source: Virtual Metals & London Metal Exchange
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Disclaimer & Copyright

The information and opinions in this report were prepared by Virtual Metals
Research and Consulting (“Virtual Metals”). Virtual Metals has made all
reasonable efforts to ensure that all information provided in this report is
accurate and reliable at the time of inclusion (the 1* of this month otherwise
stated), however, there may be inadvertent and occasional errors and lack of
accuracy or correctness, for which Virtual Metals cannot be held responsible.
Virtual Metals and its employees have no obligation to inform the reader when
opinions and information contained in this report change.

Virtual Metals makes no representation or warranty, express or implicit, as to the
accuracy or completeness of contents of this report. This report is not and cannot
be construed as an offer to sell, buy or trade any securities, equities,
commodities or related derivative products and the report in no way offers
investment advice. Therefore Virtual Metals and its employees accept no
liability for any direct, special, indirect, or consequential losses or damages, or
any other losses or damages of whatsoever kind, resulting from whatever cause
through the use of any information obtained either directly or indirectly from
this report.

The contents of this report, all the information, opinions and conclusions
contained is protected by copyright. This complete report may not be reproduced
without the express consent of Virtual Metals. Short extracts may be reproduced
but only with the full and appropriate citing of the original source.
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About Virtual Metals

Virtual Metals Research & Consulting
85 Albany Street
London NW1 4BT

Tel: +44 20 7487 3600
Fax: +44 (0)870 051 2261

Virtual Metals comprises a uniquely skilled team, with a collective 50 years’
experience in the precious metals markets and all that this implies — a plethora of
market contacts and personal networks of long-standing trust and wisdom. Our
clients include world-class mining companies, for whom Virtual Metals
specialises in proprietary research covering gold, silver and the platinum group
metals.

Apart from the mining industry, Virtual Metals has as clients refiners, bullion
banks, equity brokers, trading houses and other institutions. Clients in all
segments of the mining and metals industries select Virtual Metals for
independent outsourced value and experience without adding to corporate
overhead.

The Virtual Metals team excels in macro-economic analysis, the generation of
supply and demand scenarios, costs analysis, derivative research and price
forecasting. Confidentiality, experience and independence are key elements of
such advisory roles. Our aim is to assist those in need of external expertise, as
well as those who wish to supplement their own in-house resources. With our
extensive international contacts, we are able to broaden our services through
links with experienced associates in related fields worldwide.

To see further how we can meet your research and consulting requirements,

please email Sarah Ross at sarahR@yvirtualmetals.co.uk or call or fax on the
numbers above.
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This publication has been prepared by Fortis Bank N.V./S.A. or by an affiliated company for and on behalf of Fortis Bank N.V./S.A. (Montagne du Parc 3, 1000
Brussels, Belgium) and its affiliated companies (together “Fortis Bank”) solely for the information of professional clients of Fortis Bank. It is not intended as an offer
or solicitation for the purchase of any financial instrument. The information herein has been obtained from, and any opinions herein are based upon, sources
believed reliable, but Fortis Bank makes no representation as to its accuracy or completeness and it should not be relied upon as such. All opinions and estimates
herein reflect the judgement of Fortis Bank on the date of this report and are subject to change without notice. Fortis Bank and any of its officers or employees
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transactions, in any investments (including derivatives) directly or indirectly the subject of this publication. Fortis Bank may perform investment banking or other
services (including acting as adviser, manager or lender) for, or solicit investment banking or other business from, any company mentioned in this publication.
Neither Fortis Bank nor any officer or employee of Fortis Bank accepts any liability whatsoever for any direct or consequential loss arising from any use of this
publication or its contents. Copyright and database rights protection exist in this publication and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of Fortis Bank. All rights reserved.
Any investments referred to herein may involve significant risks and are not necessarily available in all jurisdictions, may be illiquid and may not be suitable for all
investors. The value of, or income from, any securities referred to herein may fluctuate and/or be affected by changes in exchange rates. Past performance is not
indicative of future results. Investors are expected to make their own investment decisions without relying on this publication. Only investors with sufficient
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discussed herein.

The information contained in this publication is not available to a person who would be categorised as a private customer under the rules of the FSA.

To the extent that any securities, or any broker-dealer, investment adviser or other services, are deemed to be offered herein for purposes of U.S. law, such
securities or services are not being offered in the United States or to U.S. persons absent an exemption under applicable U.S. law. This report is not intended for
distribution to, or use by, U.S. persons absent such an exemption. Any U.S. institution receiving this report pursuant to an exemption under applicable U.S. law
that wishes to effect a transaction in any securities discussed herein must contact our U.S. affiliate, Fortis Securities LLC to execute such transaction. All such
transactions must be booked and confirmed by Fortis Securities LLC.
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