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I London Metal Exchange
Beginning in 1877, the LME is now over 140 years old...

The origins of LME goes back even further...

1. Origins in The Royal Exchange, London from 1571

2. The Jerusalem Coffee House, Cornhill, London early 1800
3. The London Metals and Mining Co. 1877 (Initial metals: Copper and Tin) &

Originate from the need to formalise
trading into one market place with:

« fixed trading times
 standard contracts specifications
 source of price ‘discovery’.
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I The London Metal Exchange

New contracts have been added to the initial Copper and Tin, over the past ~140 years.

1877 1920 1978

Copper & Tin Lead & Zinc Primary
Aluminium

2008 2010 2015 2017

Steel Billet Cobalt & Steel Scrap and LMEprecious —
Molybdenum Steel Rebar Gold and Silver

1992 2002

Aluminium NASAAC
Alloy

2019

Alumina, Aluminium Premiums (US
Midwest and European), Cobalt,
Molybdenum, Steel HRC (FOB China and
N. America)

industry through launching new contracts.

Each year, the exchange reviews its contracts and looks at ways to further meet the needs of the
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| Key facts & figures

In 2018, the LME traded...

$15.7

Le ke

4.1

billion
tonnes

million

notional
lots

value

This equates to an average daily volume of...
624,480 lots

The LME has the majority market share for trading in all non-ferrous metals
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I Primary services of the LME
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I A volatile market & trade war concerns
LME 3M prices since start of 2019
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I Contract specifications

Quality

Shape

Lot size

Warrant

Brands

Special high-grade zinc of 99.995% purity (minimum) must conform to the chemical composition of one of the

following standards:

- BS EN 1179:2003 - 99.995% grade
- ISO 752:2004 - ZN-1 grade

- ASTM B6-12 - LME grade

- GB/T 470-2008 - Zn99.995 grade

Ingots

25 tonnes

25 tonnes (with a tolerance of +/-2%)

All zinc deliverable against LME contracts must be of an LME-approved brand
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https://www.lme.com/-/media/Files/Trading/Brands/Chemical-composition/Non-ferrous/Chemical-composition-Zinc.pdf?la=en-GB
https://www.lme.com/Trading/Brands/Approved-brands
https://www.lme.com/Trading/Brands/Approved-brands
https://www.lme.com/Trading/Brands/Approved-brands

I Example of hedging with futures

Physical Market (Short) LME (Long)

ERUE producer RIS 1D £ Battery producer hedges by buying
. 100mt of Zinc ) .
: . 4 LME Zinc April future contracts
Feb > Dp ol 209 (25t each) No cash flow
2019 . At the April LME Zinc price of . .
$2500/t . April expiry
Budget is $250k « At the price of $2500/t
LME contract settles at April monthly
LME Zinc price for the month of April average of $2600/t
Apr averages $2600/t Battery producer realises a gain of Phys 100t * $2500t = $150k
2019 Battery producer buys at $2600/t, $2600 - $2500 = $100/t per ton LME 10 * ($2600 - $2500) = $10k
receives 100mt of Zinc
The total gain is $10k

Budget $250k
Cost -$260k
Loss -$10k

Value in Jan $250k
Value in Apr $260k
Net gain $10k

Net position = Budget = $250k
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| Key updates

Macro and fundamental challenges

LME

* Volumes down YTD, but strong
June & July

* Moderate long unwinding for
zinc

« USD continues to strengthen —
highest level since May 17.

 Tariffs raised between US and
China on 1 Sept.

 Port Pirie shut down its zinc-
lead smelter furnace causing
disruption.
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I LME Zinc price

Price down by 19% since beginning of April-19
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Closing positions for zinc

I Open Interest
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TOTAL LME volumes ex UNA down 4.8% Jan-Sept 19 Y/Y

Experienced strong June

| LME Average Daily Volumes

6T-100
6T-das
6T-Bny
6T-InC
6T-unC
6T-ReN
6T-1dy
6T-1elN
6T-0o4
6T-uer
8T-98Q
8T-A\ON
8T-100
81-das
8T-Bny
8T-InC
8T-ung
8T-Ke
8T-1dy
8T-1eIN
8T-0o4
8T-uer
JARSETQ
LT-\ON
LT-10
LT-das
LT-Bny
LT-InC
LT-ung
LT-ReN
LT-1dy
LT-TeN
LT-094
LT-uer

16

An HKEX Company

©LME

Data as of 10/10/2019



I LME zinc closing stocks

Since Jun 2019, 38,000 mt delivered out of warehouse (NET)

Stocks remain at 12 year lows 2019 stocks by location
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| Zinc exchange stocks
SHFE and LME stocks comparable

30 Sept 2019: SHFE = 64,000 mt, LME = 67,000 mt

800

700

600\ A
w NN
W

;
3

Thousand tonnes
w
o
o

100 T M
0 T T T T T T T T T T T T T
Lo Te) Lo [Te} (o] © (e} [{e) M~ M~ M~ N~ [ee] [e0) [ee] (o) (o)) (o)) (o)}
— — — — — — — — — — — — — — — — — — —
: 5 3 & ¢ % T 3 £ ¢ 3 3 £ % = 3 £ % 32
5 a . 3 5
- < - (@) - < = S —LMB zinc < SHFE zife - < - o - < =

Source: LME, SHFE

Data until end of Sept-19 O L I I E

An HKEX Company 18



I LME Zinc: Cash-3s

Spread in backwardation

. . Contango
Net stocks delivered out since Jan 19 was 67,000mt
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I Competition

SHFE down 10% Jan-Sept 19 Y/Y
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