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Energy* current 1day 1week 1month 1 year
Brent Blend 1202 01%  69%  -7.1% 75%
WTI 1212 -0.3% 6.2% -5.6% 74%
Gasoline RBOB 941.0 0.0% -0.8% -11.0% 44%
Gasoil 10695 -0.4%  7.5%  -105%  75%
Diesel 10713 01%  7.6%  -11.4%  68%
Jet fuel 1180.3 0.0% 6.9% -10.4% 75%
Natural gas 83 0.9% 2.9% -17.3% 49%
Industrial metals**
Aluminum 2850 -0.8% 1.7% -6.9% 12%
Copper 7854 -1.2% 5.4% -4.6% 9%
Lead 1905 0.0% 14.1% -11.0% -36%
Nickel 21495  -2.8% 11.8% 2.0% -26%
Tin 21800 -1.6% 14.7% -8.3% 49%
Zinc 1880 -1.9% 10.1% 0.0% -41%
Precious metals***
Gold 834.1 -0.2% 6.2% -12.0% 26%
Silver 13.8 -0.3% 6.6% -23.8% 18%
Platinum 14545 0.8% 6.0% -18.9% 18%
Palladium 2908 0.5% -5.2% -29.2% -9%
Agriculturals*
Wheat 897.3 -1.3% 7.4% 11.1% 23%
Corn 597.8 -0.7%  12.0%  35% 1%
Soybeans 1341.0 -0.5% 10.2% -5.8% 61%
Sugar 141 -0.8% 6.9% 16.7% 48%
Coffee 1399 02%  51% 1.6% 22%
Cocoa 2658.0 6.2% 6.3% 0.0% 58%
Currencies™*¥
EUR/USD 1.487 -0.05% 1.24% -6.83% 9.83%
* 1-month forward, ** 3-month forward,*** Spot
Commerzbank Forecasts

Q308 Q408 Q109 2008 2009
Crude oil and distillates
Brent Blend 124.6 110.0 106.7 13 99
wTIl 125.6 111.0 107.7 114 100
Diesel 1170.0  1020.0 990.0 1075 915
Gasoline (95) 1150.0 1010.0 990.0 1000 933
Jet fuel 1240.0 1090.0 1040.0 1150 970
Natural gas 12.0 12.0 11.0 11.1 9.5
Industrial metals
Copper 7750 7300 7100 7850 6900
Aluminum 3350 3450 3550 3150 3600
Lead 1950 2150 2300 2350 2350
Tin 22000 22000 22000 21100 22000
Zinc 1950 2150 2250 2150 2350
Nickel 23300 24200 24900 25500 25400
Precious metals
Gold 1000 1100 1150 975 1100
Silver 20 21 22 19.0 214
Platinum 2000 2100 2200 2000 2125
Palladium 450 450 525 450 480
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Commodity Spotlight
Bear market or correction?

On the basis of the S&P GSCI Total Return Index, commodity markets have
lost over 20% since the beginning of July, which in theory constitutes a
bear market. Consequently, it is now being claimed that this is the “end of
the commodity bubble”. We certainly do not agree with this view. True, we
have warned about strong exaggeration on the part of some commodity
prices, and in particular said early on that the oil market was the victim of
speculative overheating. However, in our view the commodity sector is too
heterogeneous for any talk of a bubble affecting it overall. Each segment
needs to be seen in isolation, and while we see further scope for correction
in the case of some commodities, there is still room for near term price
gains in others, such as the meat market.

Commodities hit by firm dollar and slowing global economy

The dramatic losses sustained on the commodity markets over the past few
weeks appear at first glance like a bursting bubble: According to the S&P
GSCITR, in which energy is heavily represented, prices have fallen more than
20%. The Jeffrey Reuters CRB Index, too, shows prices down almost 20% on
the beginning of July. A number of factors have been responsible for the slump:
One is the serious increase in potential risks, as for some weeks now the
slowing US economy has certaintly no longer been the only threat on the horizon.
The loss of economic momentum in Europe and parts of Asia is equally worrying,
and there are growing fears that China will not escape unscathed. In that case
the main force behind the commodity boom would be seriously weakened.
Another burden is the US dollar’s latest advance. It has gained over 10 cents on
the euro since mid-July, and the dollar index has risen more than 8%.
Commodities had been used as a hedge against dollar weakness, meaning that
they benefited from the declining greenback in the prevoius months.

Correction not unique

The scale of the present correction is nothing new: The same thing happened in
the second half of 2006 (see chart 1). The GSCI lost 20% in one fell swoop in the
autumn of that year, and then an additional 10%. Then, too, fear of the global
economy suffering a major downturn put pressure on prices. Oil dropped back
from $77 to almost $50 a barrel, but the price then almost tripled within a year
and a half.

This comparison alone puts the latest price losses into perspective, but in our
view it is not enough for recent developments to be dismissed as a correction
during a high with a passing reference to the parallels with the second half of
2006. It is vital to analyse the fundamental background, and before we take a
look at various segments in this diverse market, we must consider the common
driver behind the high, China. This is undoubtedly where the common key to the
commodity markets lies.

CHART 1: Commodities should continue upward trend in longer term
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China still holds the key

China’s vast appetite for commodities has been the driving force behing soaring commodity
prices, and as far as catching up is concerned, we think this is still only the beginning. While
China is the country with the biggest demand worldwide for metal, and the second biggest oil
consumer, per capita consumption is still low. This is apparent from a number of examples: daily
per capita oil consumption is less than 1 litre, compared with over 4.5 in Germany and 11 in the
US. In the case of copper, China’s annual per capital consumption is 3.7 kg, as against double
this volume in the US and four times the amount in Germany. Government measures to rein in
growth should admittedly now gradually be taking effect, and monetary policy have been tighte-
ned drastically in an effort to check inflation and discourage unwise allocation of capital. And, not
least of all, the economic slowdown in the industrial countries is taking its toll as well. All these
factors will serve to slow the pace of growth, but domestic demand is still powerful enough in its
own right, so we envisage the process of catching up to continue. The latest data confirm that
the Chinese economy has largely decoupled. Despite a recessionary climate in the industrialised
world, China just managed to achieve double-digit growth in the second quarter. Not to forget
India, since its large population growth means that it too has considerable long-term growth
potential.

Commodity market diverse: between burst oil-market bubble ...

At a first glance, all the markets seem to be coming down to earth with a bang at the same time,
but the situation isn't that simple (see chart 2): Qil's reversal has of course got the most
attention. Since its high of just six weeks ago, crude has lost more than 20%, so that technically
speaking oil is now in a bear market. It is worth bearing in mind, however, that the prior rally on
the energy markets — Henry Hub natural gas also skyrocketed from the start of the year — was
exceptionally dynamic. We have repeatedly warned of a speculative bubble in recent months,
along the lines of ‘the higher they rise, the further they fall’. In our view, the latest retreat is a
move towards a fundamentally justified price level of $80 to $100 a barrel. Given economic
weakness and the prior overshooting, in fact, the price could fall even lower for a time. In the
long term, though, we basically expect a considerably higher price level than a few years ago. For
one thing, production costs (exploration, production and transport) have soared, and with
concentration of production increasing, geo-political risks have intensified. In addition, demand in
the emerging economies is rising steadily.

...and cyclical correction in base metals

Base metals have likewise suffered severe losses in recent weeks. They have been more cyclical
than energy prices also in the past. However, we feel that some metal prices have already
reached a critical level in relation to production costs. Nickel, for example, has been traded just
10% higher than at the start of 2004, whereas production costs have soared. As a result, some
mines that had been re-opened have become unprofitable again. Given this, supply growth can
be expected to ease of again, while demand dynamics in the emerging economies remain
buoyant. In addition, China’s output growth has been hampered by energy shortages. After the
present cyclical correction, therefore, we see scope for gains in the longer term.

CHART 2: Heterogeneous commodity market CHART 3: Crude oil: a kind of bubble lately
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chart 4. Rising volatility suggests that base metals should chart 5: Oil: long-term support for investor interest

bottom out soon
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Renewed potential for gold gains

Gold differs from most other commodities. The economic cycle hardly plays a role, because its
industrial use is so small. Two thirds of demand is from the jewellery industry, which has
slumped in response mainly to high and volatile prices. Basically, though, strong income growth
in the emerging economies — India is by far the biggest gold consumer — should mean that
demand will pick up again once prices stabilised. With supplies stagnating at the same time,
there should be additional scope for prices to rise, especially since investment demand should
also increase at current lower prices. The holdings of gold ETFs already account for 40% of
annual global output and should rise further, as investors will accumulate gold as a safeguard in
the face of geo-political risks and the possibility of more bad news from the financial markets.
One risk to this forecast, though, is the US dollar: If it were to make strong gains, gold could
become less attractive. In addition, inflation is likely to fall substantially over the coming months,
which could likewise put a break on gains in gold.

...and further potential for meat

Meat and livestock are the best examples of how heterogeneous the commodity market really is
and that each commodity segment must be assessed seperately. For a long time, meat and
livestock bucked the trend and did not participate in the general commodity boom. This is also
the only segment which posted gains in the present correction. We are bullish regarding the
outlook for meat and livestock, as there is enormous scope for catching up, which we expect to
proceed over the coming months. Impetus will come from growing demand for meat, especially
in the emerging economies, the boost from soaring feeding prices, a medium-term decline in
supplies and the discovery of this long-neglected segment by financial investors.

Long-term upward trend for agriculturals intact despite correction

Agriculturals have been pushed lower by the general trend of falling commodity prices and have
sustained major losses in some cases. Corn fell as far as 35% for a time, for example.
Neverthless, we are optimistic for most agriculturals in the long term, as growing demand for
meat will mean a growing demand for feed. In addition, agricultural products play an important
role in producing biofuels. And while demand is set to rise, supplies are limited, since it is not
that simple to increase the acreage for grains. Moreover, increasingly erratic weather conditions
constitute a threat to crop harvests.

And investors?

Yet the critical question at the end of all is how much financial investors will be put off by the
extreme volatility and the latest upsets on the commodity markets. Can commodities
nevertheless establish themselves as an investment category in the long run even though, unlike
bonds or equities, they bring no interest or dividend payments?

We still favour commodities to diversify an investment portfolio, and also expect the market to
become increasingly efficient. At the same time, speculative excesses should become rarer as
transparency improves. Commodities have developed over the past few years from purely
economic goods whose prices depended solely on the supply and demand situation into a
common investment class. Consequently, the speculative exaggeration witnessed is no more
surprising here than on any other financial market, with frequent moves from one extreme to the
other. This also explains why the present correction could last for six to 12 months and prove
more severe than would fundamentally be justified. In the long run, though, commodities can
look forward to more fat years.
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CHART 4: Crude Qil - Future Curves (WTI, Brent Blend)
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CHART 6: Crude oil: US inventories (mio. Barrel)
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CHART 8: US capacity utilisation (refineries)
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CHART 10: US gasoline demand (DOE)
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CHART 5: Crude Qil: net-long positions of non-commercials
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CHART 7: Gasoline: US inventories (mio. barrel)
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CHART 9: Distillates: US inventories (mio. barrel)
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CHART 11: Price spread WTI and Brent blend
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CHART 12: Gasoline: net-long non-commercial positions
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CHART 14: Prices of distillates (in US Dollar per ton)
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CHART 16: Natural gas - forward curve (Henry Hub)
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CHART 18: Natural gas: US storage

4000 ~
billion cubic feet 5-year high
2007 ~
3000 - / N
2000 A
10001 curre
5-year low
O L L L]
Jan/ 08 Apr/ 08 Jul/ 08 Okt/ 08

Source: EIA; Bloomberg, Commerzbank Corporates & Markets

CORPORATES & MARKETS

CHART 13: Crack-Spread Brent 321

20
18
16
14
12
10
8
6
4
2
0 4 T T T T T

8/21/2007 10/30/2007 1/8/2008 3/18/2008 5/27/2008 8/5/200¢

Source: Commerzbank Corporates & Markets

CHART 15: Price spread distillates to WTI (in $ per ton)
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CHART 17: Nat.gas: net-long positions of non-commercials
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CHART 19: Burner-tip parity (natgas vs. fuel oil no.6)
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Our forecasts at a glance

TABLE 1: In figures

Unit Current Forecast Annual average
22808 Q108 Q208 Q308 Q408 Q109 Q209 Q309 Q409 2007 2008 2009
Oil/Gas market

Brent Blend $/bbl 1183 96.6 122.4 1246 1100 106.7 101.7 967 91.7 727 1134 99.2
WTI $/bbl 1209 976 123.4 1256 111.0 107.7 1027 977 927 719 1144 100.2
Diesel $/tonne 1063 898 1190 1170 1020 990 930 890 850 671 1075 915
Gas Oil $/tonne 934 820 1045 1150 1010 990 990 890 860 696 1000 933
Jet fuel $/tonne 1172 947 1254 1240 1090 1040 990 950 900 710 1150 970

Natural Gas (HH) ~ $/MMBtu 8.2 8.7 11.5 12.0 12.0 11.0 10.0 8.0 9.0 7.1 111 9.5
Industrial metals

Copper $/tonne 7973 7800 8450 7750 7300 7100 6950 6800 6650 7134 7850 6900
Aluminium $/tonne 2800 2750 2950 3350 3450 3550 3600 3600 3650 2640 3150 3600
Lead $/tonne 1902 2900 2300 1950 2150 2300 2300 2350 2400 2579 2350 2350
Tin $/tonne 22015 17800 22550 22000 22000 22000 22000 22000 22000 14496 21100 22000
Zinc $/tonne 1864 2450 2100 1950 2150 2250 2350 2400 2500 3252 2150 2350
Nickel $/tonne 21465 29000 25650 23300 24200 24900 25200 25500 25800 37126 25500 25400
Precious metals

Gold $/oz. 827 925 900 1000 1100 1150 1050 1100 1100 693 975 1100
Silver $/oz. 13.6 17.6 172 200 21.0 220 205 21.0 220 13.4 19.0 21
Platinum $/oz. 1448 1879 2030 2000 2100 2200 2100 2100 2100 1292 2000 2125
Palladium $/oz. 293 443 445 450 450 525 500 500 525 356 450 480

Source: Commerzbank Corporates & Markets, Bloomberg
Quarterly figures are period averages

TABLE 2: In words

Crude oil -2, On the back of weak demand, we expect the correction in the oil market to continue down to a fundamentally
justified level.

Natural gas &The boom in the first half of the year has again confirmed the close correlation with oil. We expect the gas
price to outperform the oil price in the autumn and winter season.

Aluminium & We regard the latest rise in the price of aluminium as justified in principle, against the backdrop of rising
production costs and weaker supply growth in China. Aluminium prices should rise further in the medium to

long term.

Copper Q@ The weakness of the US economy should lead to a correction in the coming months.

Nickel Demand will rise strongly as stock depletion ends in the stainless steel segment while production data are
disappointing at present. The potential for correction is exhausted in our view.

Lead iy The improvement in supply at the same time as demand is slowing is likely to be fully priced in following the
recent price correction. We thus look for prices to trend more-or-less sideways.

Zinc ('j. The latest correction should entail numerous mine closures. We think the price will likely exceed USD 2000
this year.

Tin 2l Export and production restrictions in Indonesia are reasons for concern in a market where the demand-supply
balance remains in deficit. This deficit coupled with strong demand will continue to support prices.

Gold 73 Gold is likely to regain value in the months ahead. Negative real interest rates in the US, stagnant mine
production and strong demand for jewellery and investments should contribute to a price rise.

Silver - Silver should manage to advance on gold’s coat tails over the months ahead. The limited size of the market

and mounting investor interest point to higher prices.

Platinum DG Like all the precious metals, platinum is reaping the benefit of low real interest rates. Further support comes
from shortfalls in the South African energy supply. We regard the latest correction as exaggerated and expect
prices to rise soon. Slower demand from the automotive industry should be largely priced into the market.

Palladium ¢ Palladium should benefit from the changeover of catalytic converters away from platinum. The introduction of
ETFs by Ziricher Kantonalbank and ETF Securities should ensure rising investor demand.

Source: Commerzbank Corporates & Markets

TABLE 3: Key events

9 Sep OPEC Meeting
10 Sep IEA Oil Market Report
16 Sep OPEC Monthly Report

Source: Commerzbank Corporates & Markets
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Disclaimer

This document is for information purposes only. The information contained herein does not constitute the provision of investment advice. It is not intended to be and
should not be construed as a recommendation, offer or solicitation to acquire, or dispose of, any of the financial instruments and/or securities mentioned in this
document and will not form the basis or a part of any contract.

Any information in this document is based on data obtained from sources believed by Commerzbank to be reliable, but no representations, guarantees or warranties
are made by Commerzbank with regard to the accuracy, completeness or suitability of the data. The opinions and estimates contained herein reflect the current
judgement of the author(s) on the date of this document and are subject to change without notice. The opinions do not necessarily correspond to the opinions of
Commerzbank. Commerzbank does not have an obligation to update, modify or amend this document or to otherwise notify a reader thereof in the event that any
matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate.

The past performance of financial instruments is not indicative of future results. No assurance can be given that any financial instrument or issuer described herein
would yield favourable investment results.

This document is intended solely for distribution to professional and business customers of Commerzbank. In particular, it is not intended to be distributed to private
investors or private customers. Neither Commerzbank nor any of its respective directors, officers or employees accepts any responsibility or liability whatsoever for
any expense, loss or damages arising out of or in any way connected with the use of all or any part of this document.

Commerzbank and/or its principals or employees may have a long or short position or may transact in the financial instrument(s) and/or securities referred to herein
or may trade in such financial instruments with other customers on a principal basis. Commerzbank may act as a market maker in the financial instruments or com-
panies discussed herein and may also perform or seek to perform investment banking services for those companies.

No part of the respective document may be reproduced, distributed or transmitted in any manner without prior written permission of Commerzbank. The manner of
distributing this document may be restricted by law or regulation in certain countries, including the United States. Persons into whose possession this document may
come are required to inform themselves about of, and to observe such restriction.

By accepting this document, a recipient hereof agrees to be bound by the foregoing limitations.

Special information relating to the use of S&P GSCI Indices in this document

This research is not sponsored, endorsed, sold or promoted by Standard & Poor's, a division of The McGraw-Hill Companies, Inc. ("S&P"). S&P does not make any
representation or warranty, express or implied, to the recipients of this research or any member of the public regarding the advisability of investing in securities
generally or in respect of this research particularly or the ability of the GSCI Indices referred to herein to track general stock market performance.

S&P's only relationship to Commerzbank Aktiengesellschaft (‘Commerzbank”) is the licensing of certain trademarks and trade names of S&P and of various GSCI
Indices, which indices are determined, composed and calculated by S&P without regard to Commerzbank or this research. S&P has no obligation to take the needs
of Commerzbank or the recipients of this research into consideration in determining, composing or calculating the GSCI Indices referred to herein. S&P is not re-
sponsible for and have not participated in the determination of the timing of, prices at, or quantities of any products to be issued by Commerzbank or in the determi-
nation or calculation of the equation by which any products to be issued by Commerzbank are to be converted into cash. S&P has no obligation or liability in connec-
tion with the administration, marketing or use of this research.

S&P DOES NOT GUARANTEE THE ACCURACY AND/OR THE COMPLETENESS OF THE S&P INDICES REFERRED TO HEREIN OR ANY DATA INCLUDED
THEREIN AND S&P SHALL HAVE NO LIABILITY FOR ANY ERRORS, OMISSIONS, OR INTERRUPTIONS THEREIN. S&P MAKES NO WARRANTY, EXPRESS
OR IMPLIED, AS TO RESULTS TO BE OBTAINED BY COMMERZBANK, RECIPIENTS OF THIS RESEARCH OR ANY OTHER PERSON OR ENTITY FROM THE
USE OF THE S&P INDICES REFERRED TO HEREIN OR ANY DATA INCLUDED THEREIN. S&P MAKES NO EXPRESS OR IMPLIED WARRANTIES, AND
EXPRESSLY DISCLAIMS ALL WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE WITH RESPECT TO THE S&P
INDICES REFERRED TO HEREIN OR ANY DATA INCLUDED THEREIN. WITHOUT LIMITING ANY OF THE FOREGOING, IN NO EVENT SHALL S&P HAVE
ANY LIABILITY FOR ANY SPECIAL, PUNITIVE, INDIRECT, OR CONSEQUENTIAL DAMAGES (INCLUDING LOST PROFITS), EVEN IF NOTIFIED OF THE
POSSIBILITY OF SUCH DAMAGES.

S&P, Standard & Poor's and S&P GSCI are trademarks of The McGraw-Hill Companies, Inc. and have been licensed for use by Commerzbank.

Additional note to readers in the following countries:

Germany: Commerzbank AG is registered in the Commercial Register at Amtsgericht Frankfurt under the number HRB 32000 and supervised by the German
regulator Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin), Lurgiallee 12, 60439 Frankfurt am Main, Germany.

United Kingdom: This document has been issued or approved for issue in the UK to investment professionals, not private customers, as defined by the rules of the
Financial Services Authority (FSA) by Commerzbank AG, London Branch, which is authorised by the German regulator Bundesanstalt fir
Finanzdienstleistungsaufsicht (BaFin) and by the Financial Services Authority (FSA), regulated by the FSA for the conduct of business in the UK. It is incorporated in
Germany with limited liability.

United States: Commerzbank Capital Markets Corporation (“CCMC"), a wholly owned subsidiary of Commerzbank, is a U.S. registered broker-dealer and has
accepted responsibility for the distribution of this document in the United States under applicable requirements. Any transaction by US persons must be effected with
CCMC. Under applicable US law; information regarding clients of CCMC may be distributed to other companies within the Commerzbank Group.

Italy: You should contact Commerzbank AG London Branch if you wish to use our services to effect a transaction in any of the securities mentioned in this
publication.
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