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Commodities still have upside potential

Major commodities have rallied substantially in 2012 as few major outstanding issues like European
sovereign crisis, global economic growth are gradually resolved and/ or developing better than expected.
Market pessimism fades together with abundant liquidity pushing the risky asset value higher in short span of
time.

Year-to-date (till 6 Mar), S&P GSCI Commodity Index total return is 8.42% while individual commodities like
silver, Brent crude oil, aluminum, copper and soybeans even outperform the Index by 2% to 12%. Among
those outperforming commodities, many of base metals (such as copper and aluminum) and precious metal
(such as silver) are closely correlated to the global economic growth and thus benefit from the change of
economic expectation. Crude oil prices are well supported not only by global economic growth but also
geopolitical risk in Middle East. Iran’s nuclear program threatens Western countries and its neighbors like
Israeli as they concern over Iran development of nuclear weapons. Iran also warns to close the Straits of
Hormuz if the West imposes further sanctions. In terms of supply & demand, analysts forecasted that OPEC
excess production capacity is limited while demand from emerging countries is more than offsetting the
surplus from developed countries. Oil prices are therefore well supported with room of further upside.

Agriculture commodity is relatively resilient and trades broadly in range in 2012. Nevertheless, there is major
fundamental change of this sector. The return of La Nina weather conditions in South America leaves grain
prices skewed to the upside. In addition, the high oil price together with tight US inventories and resilient US
feed and fuel demand, will keep corn prices buoyant over the first half of 2012. Near term outlook of
agriculture is getting more attractive.

Under the low interest rate and moderate economic growth scenario, commodity as an asset class can add
value to investors’ portfolio. In addition to the conviction call on crude oil and gold, the rest of commodities
also find good fundamental support and have potential upside. However, direct investment in commodity is
not easy due to storage and delivery concern. Investors should therefore consider investing commodity via
mutual fund which invests principally in commodity futures and/or derivatives. Schroder AS — Commodity
Fund A is a well diversified commodity fund which invests in all commodity sectors and actively allocates the
weighting in each sector in order to enhance return and to lower the risk.
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Disclaimer
Bt

Please note that the information contained heraire mot been reviewed by the Securities and Futdeesmission of Hong Kong or any regulatory
authorities and it is intended for general refeeepaly and does not constitute an offer to selusges or the solicitation of an offer to buy, or
recommendation for investment in, any securitighiwiHong Kong or any other jurisdiction. Nothiogntained herein constitutes investment, or other
advice or a representation that any product, senitezestment or investment strategy is suitabteafty person. Each prospective investor should
consider carefully whether the relevant producsemice is suitable for it in light of its own cinmstances, objectives and financial positions. hEac
prospective investor should consult independentepsional advisers before making investment detisio particular, in determining the suitability
and assessing the investment risks of any prodisgroice.
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The information contained herein should not couatithe basis for BOC International Holdings Lirditer any of its subsidiaries or affiliates (the
“BOCI Group”) to enter into or arrange for any tsations, products or services. The productsreices mentioned herein may not be available at all
times or even may not be available at all.
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The information contained in this document is pded on an “as is" basis without representationaramty of any kind and may be changed at any
time without prior notice. Nothing contained hershall constitute any warranty or representatieroafuture performance of the products or any
companies mentioned in this document. No assureatéde given that any investment objective, exggentturns or structure described herein would
yield favourable investment results or that invesimobjectives will be achieved or that the investwill receive a return of all or part of their
investment.
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Although information contained herein have beeraioletd or derived in good faith from sources beliete be reliable and reasonable care has been
taken to ensure the facts stated herein are aecamnat the advice, recommendations, forecasts,ansirand expectations contained herein are fair and
reasonable, BOCI Group has not verified the infagromaand does not warrant its accuracy, correctresapleteness, reasonableness or fairness. The
information contained herein should not be relipdruin substitution for the exercise of independedgement and should not form the basis for any
investment decision.
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In dealing in, purchasing or availing yourself bétproducts, you are deemed to represent that aeel fnade your investment and/or trading decisions
based on your own independent judgement and rrediance on this document; and that you fully ustserd all the risks involved and are capable of
assuming and willing to assume all such risks.
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The information contained herein is protected bgycight. No part of its contents may be modifieelproduced, transmitted or distributed by any
means for any use without BOCI Group’s prior writnsent.
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