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Think zinc! ... The new iron ore?

Figure 1: Global zinc demand return to normality and trend to 2016E
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= Summary: As demand growth moves from China to ex China, zinc is one of

the commodities most cyclically levered to the ex China steel market
rebound that we forecast. Structurally, the zinc story remains very bullish, in
our view, as the developing world including China sees a likely exponential
increase in later cycle galvanised steel capacity and output. China is also
likely to increase its quantity of zinc use in galva — as its required quality of
steel increases. Our analysis suggests there is a potential requirement for a
60% increase in new mine capacity by 2016 at a point in time when zinc still
appears an unfashionable investment for companies.

Differentiation: Unlike many houses, we link zinc demand analysis very
tightly into our cyclical and structural view of global steel markets (galva is
55-60% of the demand for zinc). This gives us a strong sense of the cyclical
possibilities for zinc over the next 12-18 months as well as the structural
positives the market has to offer on demand as well as supply. With a very
bullish structural demand story set against depleting supply, the structural
story for zinc could be as strong as any metal in our view, with the added
benefit that the market seems relatively unaware about the drivers which
could give us this scenario (versus for e.g. copper).

Stock to highlight: Within our coverage universe, Xstrata has greater
exposure to zinc with brownfield and greenfield projects to augment future
volumes. Lundin Mining (covered in our Toronto office) is a play on zinc and
copper while HudBay Minerals Inc (covered in our Toronto office) is one of
our preferred plays on zinc.

DISCLOSURE APPENDIX CONTAINS ANALYST CERTIFICATIONS AND THE STATUS OF NON-US ANALYSTS. U.S.
Disclosure: Credit Suisse does and seeks to do business with companies covered in its research reports. As a result,
investors should be aware that the Firm may have a conflict of interest that could affect the objectivity of this report. Investors
should consider this report as only a single factor in making their investment decision.
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Think Zinc!

Overview

We are bullish zinc — cyclically in the next 12 months or so we believe the outlook will be
driven by the rebound in ex China steel production as the likely significant restocking
emerges through 2010 (see GSU #65 of 22 December 2009 for our 2010 steel market
outlook). Structurally the supply story is potentially as tight as copper from 2012 onwards,
but the demand story could be the strongest of any commaodity give its later cycle nature of
being driven by consumer not infrastructure demand. The developing world should see an
exponential increase in galvanised steel capacity in the coming years as development
moves from infrastructure to consumer. This should be very positive for the structural
supply/demand balance of zinc.

2010 recovery. Then comes the structural story

Figure 2: Global Zinc consumption 1996-2009 YTD
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We estimate zinc consumption likely fell from around 11.5mt in 2008 to just around 11mtin
2009. Production cutbacks in early 2009 maintained a relatively tight market although
since then supply has returned faster than demand and inventory has accumulated again.
Current production (Oct 2009) is annualising closer to 12mt pa, versus ¢ 10mt per annum
annualised in Jan 2009.

This excess however could be drawn down very quickly in our view if the steel restocking
is as strong as we anticipate, and the speed and magnitude of the demand rebound could
see zinc prices rise sharply through H2 2010 and 2011E. Buying activity amongst
commodity funds may anticipate this move suggesting zinc prices could rally further ahead
of the real underlying demand rebound.

The rebound we forecast in carbon steel production (and consequently galvanised steel
output) should see zinc consumption of 11.6mt in 2010E and 12.6mt in 2011E, on our
estimates.

1) China’s consumption of galvanised sheet is far smaller than its relative total steel
consumption. — cyclically (12 month view) this leaves zinc demand primarily
geared to the developed world steel markets — where we see the lion’s share of
the demand rebound this year.
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2) H1 2009 demand for and production of galvanised sheet in the developed world
was down some 50% from peak levels—a decrease equivalent to more than twice
that of China’s total galvanised sheet consumption. The rebound in 2010 could be
substantial on our analysis

3) Zinc output has so far rebounded too sharply and inventory has built. But the
speed and extent of potential demand recovery could see inventory drawn down
to low levels relatively quickly during 2010E. When inventory falls, prices normally
rise suggesting 2010E and 2011E could be a very strong year for zinc.

4) Structurally, zinc is a very late-cycle (on a 25-year cycle view) metal, as demand
for galvanised steel lags that of ‘plain vanilla’ steel through the early stages of a
country’s development.

5) The structural story for zinc should be very positive as the ex China steel market
normalises, and the Chinese galvanised sheet output grows exponentially relative
to its steel market, along with demand from other developing nations.

6) China also uses far less zinc on its galvanised steel (about 50%) relative to the
developed world — this in our view will have to change as quality requirements
increase (such as 12 year anti corrosion warranties)

7) Companies such as Xstrata (which is the global leader) still seem very reticent to
invest in zinc, largely given its relatively weak legacy of demand. Few CEOs
appear to be analysing the longer term prospects of zinc demand relative to
supply and this in our view is very bullish.

8) As Chinese galva demand catches up with the size of its steel market at a time
when there are major mine closures at the low end of the cost curve (from 2012E
onwards) we would expect to see a substantial up-shift in the cost curve at the far
end — similar to what we saw in iron ore in the 2001-2009 period.

9) China’s zinc supply remains a wildcard in our view. But even if the quantity of zinc
from China can increase, we doubt (as we also saw in iron ore) that this can be
extracted at low cost. As such it is this supply that is likely to become necessary
but also drive the back end of the cost curve substantially higher.

Overall, zinc could be in a very strong structural demand position in the longer term, as
Chinese and developing world galvanised steel consumption grows at an exponential rate
to come into line with its underlying steel consumption. This is against a backdrop of
clearly depleting supply and seemingly limited investment from mining majors. In three to
five years, zinc could be as structurally interesting as any metal in our universe. The
wildcard remains whether China can support (as it cannot in iron ore) a significant
increase in zinc production at the low end of the cost curve.

6mt more mine capacity required by 2016?

By 2016 our analysis suggests the world could need ¢ 6mt more zinc mine capacity versus
current capabilities — that’s a ¢ 60% increase in new mines. It is hard to believe that, with
so0 much capex required (and so little capex apparently being spent), either there is a
significant shortage of zinc in the coming years to meet demand or the back end of the
zinc cost curve does not rise exponentially, as inefficient capacity is bought on piecemeal
to meet struggling supply relative to demand.

12 January 2010
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Cyclical outlook 2010-2011

Figure 3: Zinc production versus steel production
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Figure 4: Zinc price versus inventory LME
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Zinc demand fell sharply from the end of 2008 to mid 2009 with the collapsing global steel
market, but zinc production fell in line with carbon steel output through the back end of

2008 and early 2009.

Inventory has been rising again of late as more recently zinc supply outstripped the
rebound in steel output in the developed world. However this situation is likely to turn
sharply in our view as we move into Q2 2010. The core driver will be the demand rebound
in steel in the US, Europe and Japan which together account for around 60% of

galvanised steel production.

Figure 5: Global zinc production versus world steel prod

Figure 6:Zinc prices versus world galvanised steel prod
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Production of zinc has reached close to all time highs again and we doubt there is much
spare capacity that can be brought to the market in the relatively short term. Demand is
still ¢ 16% below former peak levels, as the steel market recovery has not yet commenced
in earnest outside of China. But that is about to change in our view. Ex China zinc
consumption is actually currently around 23% below peak levels — even more significant
than the global total (but this is the market set for a demand rebound in our view).

Metals/Mining update
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Figure 7: Ex China demand and trend Figure 8: China demand and trend
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In 2009, ex-China zinc consumption was down some 23%, driven by the collapse in the ex
China steel market. In absolute terms, zinc demand ex China has some 150kt per month
below trend for much of 2009.

China’s zinc consumption is up some 20% in 2009, broadly in line with apparent demand
growth in steel. As such, zinc has very solid demand recovery potential from the ex China
market, and we do not believe China is over-consuming zinc to the extent it is for example
in copper where the demand has been much further ahead of trend relative to zinc
(suggesting greater inventory build in China of copper than zinc).

Ex China should return to trend primarily as the steel market recovers through 2010-2012.
adding we estimate an additional ¢ 2mt (or ¢ 20%) of demand to the global market. We
believe the rebound in volumes ex China in 2010E will be rapid and substantial from Q2
2010 onwards driven by inventory rebuild and rising steel prices.

If we see a normalisation to trend by 2012 in the ex China steel market (in line with our
steel market view), then we would expect to see around 13mt of global zinc demand in
2012. What this suggests is that the zinc market could be in deficit in H2 2010E and
through 2011, with a potentially significant price spike in 2011.

If the cyclical story is bullish, we would argue the structural story is even more bullish —
and perhaps more importantly not well understood by the market (unlike copper for
example). Our meetings with investors last year made it clear to us that in the eyes of the
market zinc is still a relatively unfashionable metal. Listening to corporates we see a
similar story — that zinc is a metal not worth investing in — (which again is bullish in our
view from a supply perspective.)

Structural story very strong

The structural supply-side outlook is interesting in zinc given depleting reserves and mine
closures that we anticipate from 2012 onwards. The demand outlook however is the most
interesting aspect for us as this we believe is not well recognised by the market.

1) Demand could go exponential

Around 70% of the global galvanised steel demand now comes from developed countries. In
our view, while the developed world therefore will drive the cyclical story in zinc, the structural
story will be driven by the demand growth in emerging markets, and especially China ,over the
next 5-10 years. This could see the global zinc market requiring a c60% uplift in mine capacity

Metals/Mining update 5
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by 2016E at a time when few companies are investing seriously in zinc. This in our view is the
big driver on the structural side.

The key driver in our view will be China, which we estimate should move from 12-15% of
global galvanised steel output (on a normalised basis) to 30-40% in the coming 5-10
years. This is because the early stages of a country’s development tends to be driven by
construction-grade long products and progresses to high quality flat steel as growth
becomes more consumer driven.

As a rule of thumb, early-stage development sees a steel production mix of 60% long
product, 40% flat product, with only low grade flat products produced. As a country moves
from infrastructure led- to consumer-driven production, the long/flat steel split typically
moves to a 40%-60% long-flat mix.

Within that transition period, more consumer-driven metal is sold (autos and white goods, for
example) and buildings tend to be built increasingly as prestige symbols—out of steel and
glass with lots of galvanised steel on the outside. Hence, at the later stages of development in
the transition to consumer economies, steel tends to be more zinc friendly.

Our contacts in the steel equipment supply industry already tell us that demand for
galvanising lines in China and the developing world in general is very robust.

Figure 9: Galvanised sheet production: China vs. World Figure 10:China galvanised sheet cons and % of world
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On a very conservative basis we believe that China should move to close to 29% of global
galvanised output by 2016, at the latest suggesting some 50mt of galvanised sheet output
versus c17mt in 2008 —an exponential increase versus its underlying steel production
growth—bullish for zinc demand, but supply remains the risk. This could be significantly
higher in our view -in the past China has surprised on the upside with steel production
and iron ore consumption and it is plausible we see 60-80mt of galva capacity in that
period in our view.

Metals/Mining update 6
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2) Supply

Figure 11: China and ex China zinc production and China as % of total
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In recent years, against a relatively weak long-term demand backdrop, Chinese zinc
output has also been a problem for zinc fundamentals, growing from around 20% of the
total a decade ago to 35-40% last year. Although China’s production capacity figures are
relatively opaque, it is a common view among the miners we speak to that Chinese zinc
production has the potential to increase further from here on in. The point is however that
the zinc industry almost certainly will need to bring on substantial new supply to prevent a
major deficit in the global zinc market. Furthermore we are sceptical that an exponential
increase in zinc demand in China can be met with material quantities of low cost zinc
being extracted.

We also believe that, at the margin, the Chinese zinc industry is small scale and inefficient
even if the total zinc production is substantial. This does not lend itself to an exponential
increase in low cost output in our view.

Similar to the market for thermal and met coal in China, where the domestic industry
appears to be buckling under the strain of increased demand, if zinc consumption in China
grows exponentially, it remains to be seen if small scale inefficient domestic zinc
producers will be able to cope with significantly larger scale output at a cost that is
competitive with the global market.

As such we believe there is a real likelihood that on a 5-10 year view we see a substantial
steepening of the cost curve at the back end as we saw in iron ore in the first decade of
the 2000s.

If China moves to become the global leader in galvanised sheet consumption, then it is
likely (as we saw in iron ore) that small-scale and inefficient domestic production at the
margin will be firmly at the top end of the cost curve.

What is also interesting against a bullish demand backdrop is the fact that existing mines
(many of which are low cost) will see rapid depletion from 2012 onwards. The world needs
new zinc mines, in our view, and CEOs will probably need to see a significant price spike
to agree to fund them.

12 January 2010
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Figure 12: Zinc mines additions, closures and depletions 2009E-2020E
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In Figure 12, we show the likely dynamic of structured zinc supply out to 2016E. With
significant closures in zinc mines from 2013E onwards, zinc production should
theoretically peak in 2012E and decline fairly rapidly thereafter.

Figure 13: Structural supply/demand balance in zinc — scenario analysis
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Relative to our demand forecasts, the zinc market should be exceptionally tight under
base-case assumptions of new capacity. The base case includes known capacity
increases. According to Brook Hunt, there are 2mt of new projects and expansions
expected to come on stream between 2009 and 2012 and around 1mt of attrition and
closure. The net effect should add ¢c10% to the current annual mine capacity.

There is, however, significant scheduled new mine capacity that could come on line as we
show in Figure 13 (probable and possible), meaning that there remains plenty of zinc mine
capacity in the world to fulfil even bullish demand forecasts. In the current environment,
with mining juniors struggling for funding and the majors extremely cautious, we probably
need to see a huge price spike in zinc before capex projects are funded or fundable.

Metals/Mining update 8
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Zinc may therefore one day return to oversupply—there is plenty of the metal in the
ground to meet even our most bullish demand assumptions. But it is the one metal (other
than copper) where we see a need for new capacity to be built, and to entice CEOs to
build that capacity, we will probably need to see a price spike first.
As we have noted above, China remains the wildcard on the supply side and could be the
big swing factor on supply, but it remains to be seen whether the domestic infrastructure
around zinc output can support large-scale low-cost zinc output that competes (as it would
have to in order to keep prices low) with the lower ends of the global cost curve.
Zinc usage in galva —China is below global average
It is also worth noting that on top of a likely exponential demand for the volume of
galvanised steel a further potential positive wildcard is the quantity of zinc that China will
use on each tonne of steel sheet going forward.
Currently China uses around 50% of the quantity of zinc on each tonne of galvanised
sheet relative to its developed world counterparts — largely in our view because the
galvanised sheet market is relatively small and in its infancy, and as such quality
considerations are relatively low versus say Japan or Europe.
This however will likely change in our view as quality needs improve, and long term anti
corrosion warranties are issued on cars and other external steel structures such as
construction.
Long term supply / demand balance—needs new
capacity badly
Figure 14: Global zinc demand return to normality and trend to 2016E
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There are not many metals for which we think the world needs new capacity, but zinc is an
exception, and the clear extent to which new capacity is needed (based on our demand
estimates) suggests there will need to see a price spike to incentivise CEOs to spend
capex on zinc mines.
In the doldrums and out of favour for years, we believe the market and investors have
forgotten that zinc is a very late-cycle metal, driven largely by galvanised steel
consumption, which only occurs at an exponential growth rate at the later stages of a
country’s development.
Metals/Mining update 9
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What China has already done on the demand side for steel in general and iron ore and
copper - is likely to happen to zinc over the next five to ten years, in our view. On the
supply side it appears companies appear reticent to invest — and this in our view is a
potentially lethal cocktail for a spike in the zinc price in the coming years.

Substitution

Figure 15: Galvanised steel price relative to aluminium and stainless CRC
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Investors will always rightfully query the substitution risk — although it is possible to
substitute galva for stainless steel and or aluminium, the relative price means that even
with a potentially spike in the zinc price this would remain uneconomic. Therefore the zinc
price could see a major rally and there should still be no underlying demand destruction for
galvanised steel given the relative spreads of the substitution products relative to galva.

Stocks to highlight

XTA is the largest single zinc producer in the world and the diversified miner with the
greatest zinc exposure. The purer play, listed in Toronto, is Lundin Mining, covered by
Ralph Profiti in our Toronto office which has a combination of zinc and copper while
HudBay Minerals Inc (covered in our Toronto office) is one of our preferred plays on zinc.

Metals/Mining update 10
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Figure 16: Zinc supply/demand balance (demand inferred from steel demand)

2001 2002 2003 2004 2005 2006 2007 2008 2009E 2010E 2011E 2012E 2013E 2014E 2015E 2016E
Crude steel production (mt) 834 887 945 1,045 1,113 1,228 1,327 1,303 1,189 1,371 1,495 1,682 1,655 1,725 1,799 1,874
China Galvanised steel 6,633 8,424 11,021 9,619 11,919 13,500 16,590 16,826 19,182 22,059 25,368 29,173 33,549 38,582 44,369 51,025
cons (kt)
Ex-China Galvanised steel 71,830 77,185 78,820 89,280 86,495 95949 99,635 94,847 79,671 87,639 96,402 104,115 110,361 115,880 121,673 127,757
cons (kt)
Total galvanised steel cons 78,464 85,609 89,840 98,899 98,414 109,450 116,224 111,673 98,853 109,698 121,771 133,288 143,911 154,461 166,043 178,782
(kt)
as % of total finished steel 10.3% 10.6% 10.4% 10.4% 9.7% 9.8% 9.6% 9.4% 9.1% 8.8% 9.0% 9.3% 9.6% 9.8% 10.1% 10.5%
prodn
Galvanised cons growth -0.4% 9.1% 49% 10.1% -0.5% 11.2% 6.2% -39% -11.5% 11.0% 11.0% 9.5% 8.0% 7.3% 7.5% 7.7%
Growth in other zinc cons -0.4% 3.6% 3.9% 6.8% 3.1% 5.2% 2.5% -2.0% 7.0% 3.0% 5.0% 3.0% 3.0% 3.0% 3.0% 3.0%
Zinc consumption for 4,923 5,101 5,299 5,659 5,836 6,137 6,290 6,164 5,456 6,055 6,721 7,357 7,943 8,525 9,164 9,868
galvanised steel
Other uses 4,028 4,173 4,335 4,630 4,775 5,022 5,147 5,043 5,396 5,558 5,836 6,011 6,191 6,377 6,568 6,765
Zinc consumption (kt) 8,951 9,274 9,634 10,289 10,611 11,159 11,437 11,207 10,852 11,612 12,557 13,367 14,134 14,902 15,733 16,633
% growth yoy 0% 4% 4% 7% 3% 5% 2% -2% -3% 7% 8% 6% 6% 5% 6% 6%
Mine prod capacity (kt) 9,142 9,096 9,576 9,568 9,921 10,316 10,902 11,444 10,953 12,047 12,101 12,572 12,305 11,554 10,956 10,244
Brooke Hunt base case
Surplus capacity / 191 -178 -58 -721 -690 -843 -534 237 101 435 -455 -796 -1,829 -3,348 -4,777 -6,389

implied prodn cuts (kt)

Source: Brook Hunt, worldsteel, CRU, Credit Suisse estimates
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Industry cost curve

Figure 17: Zinc: Industry cost curve
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The cost curve suggests that zinc prices should move in the range of US$0.60/Ib to above
US$1.00/b in a tight market. We forecast a very tight market for zinc in 2011-12. Beyond
that, the price should leave the cost curve and (for a while, at least) move to a level where
CEOs can be persuaded to fund even the most high-cost projects. We could see a
significant price spike in zinc from 2011 onwards, although the equity as well as the traded
commodity market will probably price this in some time before then, in our view.

Companies Mentioned (Price as of 08 Jan 10)

Anglo American plc (AAL.L, 2897.00 p, OUTPERFORM [V], TP 3000.00 p, OVERWEIGHT)
BHP Billiton (BLT.L, 2115.50 p, NEUTRAL [V], TP 2150.00 p, OVERWEIGHT)

HudBay Minerals Inc (HBM.TO, C$14.83, OUTPERFORM [V], TP C$19.00)

Kazakhmys Plc (KAZ.L, 1499.00 p, OUTPERFORM [V], TP 1270.00 p, OVERWEIGHT)
Lundin Mining Inc (LUN.TO, C$4.89, OUTPERFORM [V], TP C$5.50)

Xstrata Plc (XTA.L, 1246.50 p, OUTPERFORM [V], TP 1300.00 p, OVERWEIGHT)

Disclosure Appendix

Important Global Disclosures

The analysts identified in this report each certify, with respect to the companies or securities that the individual analyzes, that (1) the views
expressed in this report accurately reflect his or her personal views about all of the subject companies and securities and (2) no part of his or her
compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in this report.

See the Companies Mentioned section for full company names.
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3-Year Price, Target Price and Rating Change History Chart for XTA.L
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The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total
revenues, a portion of which are generated by Credit Suisse's investment banking activities.

Analysts’ stock ratings are defined as follows:

Outperform (0): The stock’s total return is expected to outperform the relevant benchmark* by at least 10-15% (or more, depending on perceived
risk) over the next 12 months.

Neutral (N): The stock’s total return is expected to be in line with the relevant benchmark” (range of +10-15%) over the next 12 months.
Underperform (U): The stock’s total return is expected to underperform the relevant benchmark* by 10-15% or more over the next 12 months.
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“Relevant benchmark by region: As of 29" May 2009, Australia, New Zealand, U.S. and Canadian ratings are based on (1) a stock’s absolute total
return potential to its current share price and (2) the relative attractiveness of a stock’s total return potential within an analyst’s coverage universe™,
with Outperforms representing the most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities.
Some U.S. and Canadian ratings may fall outside the absolute total return ranges defined above, depending on market conditions and industry
factors. For Latin American, Japanese, and non-Japan Asia stocks, ratings are based on a stock’s total return relative to the average total return of
the relevant country or regional benchmark; for European stocks, ratings are based on a stock’s total return relative to the analyst's coverage
universe™. For Australian and New Zealand stocks a 22% and a 12% threshold replace the 10-15% level in the Outperform and Underperform stock
rating definitions, respectively, subject to analysts’ perceived risk. The 22% and 12% thresholds replace the +10-15% and -10-15% levels in the
Neutral stock rating definition, respectively, subject to analysts’ perceived risk.

**An analyst's coverage universe consists of all companies covered by the analyst within the relevant sector.

Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications,
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other
circumstances.

Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in @ month in at least 8 of the past 24
months or the analyst expects significant volatility going forward.

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**:

Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months.

Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months.

Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months.

*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector.

**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months.

Credit Suisse’s distribution of stock ratings (and banking clients) is:
Global Ratings Distribution

Outperform/Buy* 42% (56% banking clients)
Neutral/Hold* 41% (60% banking clients)
Underperform/Sell* 15% (52% banking clients)
Restricted 2%

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy,
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors.

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the
market that may have a material impact on the research views or opinions stated herein.

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading. For more detail please refer to Credit
Suisse's Palicies for Managing Conflicts of Interest in connection with Investment Research:
httpz/Avww.csfb.comiresearch-and-analytics/disclaimer/managing_conflicts_disclaimer.html

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot
be used, by any taxpayer for the purposes of avoiding any penalties.

See the Companies Mentioned section for full company names.

Price Target: (12 months) for (HBM.TO)

Method: Our C$19.00/share target price for Hudbay Minerals Inc. is based on a 1x our NAVPS estimate ($18.65/share). Our NAVPS uses Credit
Suisse long-term copper and zinc price assumptions of US$2.00/b and US$0.85/Ib, respectively. Our multiples for HudBay Minerals Inc. are in-line
with the peer group.

Risks: Primary risks to our C$19.00/share target price for HBM include the copper and zinc price varying materially from our forecasts, operational
risk at individual mines, and risks to global economic growth and currencies. There is also an element of environmental liability due to the
company's 80 years of operating metallurgical and smelting facilities in the Flin Flon area. The liability contingency may be insufficient as the mining
industry is highly regulated in North America. HBM's metallurgical operations rely heavily on the purchase of third-party concentrates of copper and
zinc. Under HBM's current portfolio of operations, concentrate purchases are expected to increase as a result of declining production, which will
likely negatively affect profitability as processing of purchased concentrates is less profitable than processing HBM-sourced concentrate.

Price Target: (12 months) for (LUN.TO)

Method: Our Target Price of $5.50/share for LUN is based on a 70/30 weighting of 1x our NAVPS of C$5.50/share and 5x FY10/11 EV/EBITDA.
Our multiples are inline to the peer group. Our NAVPS is based on Credit Suisse long-term copper, zinc, and nickel price assumptions of $2.00/Ib,
$0.85/lb, and $6.50/Ib, respectively.

Risks: Primary risks to our target price for Lundin Mining Corp. (LUN) of C$5.50/share includes the commodity prices varying materially from our
forecasts, operational risk at individual mines, and risks to global economic growth and currencies. The Democratic Republic of Congo is currently
undergoing a review of is mining licenses. We believe that while the final outcome is still imminent, it will likely have a meaningful impact on the
country's attractiveness to foreign mining investment the country risk rating which we apply and hence company valuations that make up significant
portion of our overall valuation.

Price Target: (12 months) for (XTA.L)

Metals/Mining update 14



W
CREDIT SUISSE 12 January 2010

Method: Our target price of £13.00/share is based on Discounted Cash Flow method (assuming a WACC of 10.5%) and the team commodity price
forecasts.

Risks: Global industrial production environment impacting outlook for commodity use, commodity prices, Operational risk on delivery of new
projects.

Please refer to the firm's disclosure website at www.credit-suisse.com/researchdisclosures for the definitions of abbreviations typically used in the
target price method and risk sections.

See the Companies Mentioned section for full company names.

The subject company (XTA.L, HBM.TO) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of
Credit Suisse.

Credit Suisse provided investment banking services to the subject company (XTA.L, HBM.TO) within the past 12 months.

Credit Suisse has received investment banking related compensation from the subject company (XTA.L, HBM.TO) within the past 12 months.

Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (LUN.TO, XTA.L, HBM.TO)
within the next 3 months.

Important Regional Disclosures
Singapore recipients should contact a Singapore financial adviser for any matters arising from this research report.

An analyst involved in the preparation of this report has visited certain material operations of the subject company (HBM.TO, LUN.TO) within the
past 12 months. The analyst may not have visited all material operations of the subject company. The travel expenses of the analyst in connection
with such visits were not paid or reimbursed by the subject company, other than de minimus local travel expenses.

The analyst(s) involved in the preparation of this report have not visited the material operations of the subject company (XTA.L) within the past 12
months.

Restrictions on certain Canadian securities are indicated by the following abbreviations: NVS--Non-Voting shares; RVS--Restricted Voting Shares;
SVS--Subordinate Voting Shares.

Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report.

For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit
http://www.csfb.com/legal_terms/canada_research_policy.shtml.

The following disclosed European company/ies have estimates that comply with IFRS: AAL.L, BLT.L, KAZ.L, XTA.L.

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report.
Principal is not guaranteed in the case of equities because equity prices are variable.

Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that.

To the extent this is a report authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important
disclosures regarding any non-U.S. analyst contributors:

The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on
communications with a subject company, public appearances and trading securities held by a research analyst account.

+ Michael Shillaker, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Europe) Limited.

+Liam Fitzpatrick, non-U.S. analyst, is a research analyst employed by Credit Suisse Securities (Europe) Limited.

For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683.
Disclaimers continue on next page.
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This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction
where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse AG, the Swiss bank, or its subsidiaries or its affiliates
(“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of
the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All
trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates.

The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an
offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable for
any particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or referred to in this report may not be
suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this report
constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise
constitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Please
note in particular that the bases and levels of taxation may change.

CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of the report
were obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is available upon
request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that liability arises
under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in
the future issue, a trading call regarding this security. Trading calls are short term trading opportunities based on market events and catalysts, while stock ratings reflect investment
recommendations based on expected total return over a 12-month period as defined in the disclosure section. Because trading calls and stock ratings reflect different assumptions and
analytical methods, trading calls may differ directionally from the stock rating. In addition, CS may have issued, and may in the future issue, other reports that are inconsistent with, and
reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared
them and CS is under no obligation to ensure that such other reports are brought to the attention of any recipient of this report. CS is involved in many businesses that relate to
companies mentioned in this report. These businesses include specialized trading, risk arbitrage, market making, and other proprietary trading.

Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future
performance. Information, opinions and estimates contained in this report reflect a judgement at its original date of publication by CS and are subject to change without notice. The
price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject
to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in securities such as ADR's, the
values of which are influenced by currency volatility, effectively assume this risk.

Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and
assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and
forward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a
structured product should conduct their own investigation and analysis of the product and consult with their own professional advisers as to the risks involved in making such a purchase.
Some investments discussed in this report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that
investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment, in
such circumstances you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to make
the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, similarly it may
prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed.

This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of CS, CS has not reviewed the linked
site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to CS’s own website material) is provided solely for your
convenience and information and the content of the linked site does not in any way form part of this document. Accessing such website or following such link through this report or
CS'’s website shall be at your own risk.

This report is issued and distributed in Europe (except Switzerland) by Credit Suisse Securities (Europe) Limited, One Cabot Square, London E14 4QJ, England, which is regulated in
the United Kingdom by The Financial Services Authority (‘FSA”). This report is being distributed in Germany by Credit Suisse Securities (Europe) Limited Niederlassung Frankfurt am
Main regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht ("BaFin"). This report is being distributed in the United States by Credit Suisse Securities (USA) LLC ; in
Switzerland by Credit Suisse AG; in Canada by Credit Suisse Securities (Canada), Inc..; in Brazil by Banco de Investimentos Credit Suisse (Brasil) S.A.; in Japan by Credit Suisse
Securities (Japan) Limited, Financial Instrument Firm, Director-General of Kanto Local Finance Bureau (Kinsho) No. 66, a member of Japan Securities Dealers Association, The
Financial Futures Association of Japan; elsewhere in Asia/Pacific by whichever of the following is the appropriately authorised entity in the relevant jurisdiction: Credit Suisse (Hong
Kong) Limited, Credit Suisse Equities (Australia) Limited , Credit Suisse Securities (Thailand) Limited, Credit Suisse Securities (Malaysia) Sdn Bhd, Credit Suisse AG, Singapore
Branch, Credit Suisse Securities (India) Private Limited, Credit Suisse Securities (Europe) Limited, Seoul Branch, Credit Suisse AG, Taipei Securities Branch, PT Credit Suisse
Securities Indonesia, and elsewhere in the world by the relevant authorised affiliate of the above. Research on Taiwanese securities produced by Credit Suisse AG, Taipei Securities
Branch has been prepared by a registered Senior Business Person. Research provided to residents of Malaysia is authorised by the Head of Research for Credit Suisse Securities
(Malaysia) Sdn. Bhd., to whom they should direct any queries on +603 2723 2020.

In jurisdictions where CS is not already registered or licensed to trade in securities, transactions will only be effected in accordance with applicable securities legislation, which will vary
from jurisdiction to jurisdiction and may require that the trade be made in accordance with applicable exemptions from registration or licensing requirements. Non-U.S. customers
wishing to effect a transaction should contact a CS entity in their local jurisdiction unless governing law permits otherwise. U.S. customers wishing to effect a transaction should do so
only by contacting a representative at Credit Suisse Securities (USA) LLC in the U.S.

Please note that this report was originally prepared and issued by CS for distribution to their market professional and institutional investor customers. Recipients who are not market
professional or institutional investor customers of CS should seek the advice of their independent financial advisor prior to taking any investment decision based on this report or for
any necessary explanation of its contents. This research may relate to investments or services of a person outside of the UK or to other matters which are not regulated by the FSA or
in respect of which the protections of the FSA for private customers and/or the UK compensation scheme may not be available, and further details as to where this may be the case
are available upon request in respect of this report.

Any Nielsen Media Research material contained in this report represents Nielsen Media Research's estimates and does not represent facts. NMR has neither reviewed nor approved
this report and/or any of the statements made herein.

If this report is being distributed by a financial institution other than Credit Suisse AG, or its affiliates, that financial institution is solely responsible for distribution. Clients of that
institution should contact that institution to effect a transaction in the securities mentioned in this report or require further information. This report does not constitute investment advice
by Credit Suisse to the clients of the distributing financial institution, and neither Credit Suisse AG, its affiliates, and their respective officers, directors and employees accept any
liability whatsoever for any direct or consequential loss arising from their use of this report or its content.

Copyright 2010 CREDIT SUISSE AG and/or its affiliates. Al rights reserved.
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