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Overview of market trends (as of 3 Sep 2021)
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Support: 160 -155.3 usc/kg Support: 13,695 — 13,380 CNY/mT
Resistance: 179.5 — 193.5 usc/kg Resistance: 15,105 — 15,785 CNY/mT
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Support: 200 — 175.1 JPY/Kkg
Resistance: 232.2 — 241.3 JPY/kg

Support: 10,500 — 10,080 CNY/mT
Resistance: 11,890 — 13,040 CNY/mT

Source: Wenhua Financial

In general, the rubber price indices across different markets have displayed similar trends during the month of
August, i.e. range bound in the first half of the month, and weakened during the second half of the month.

Overview of forex trend for August 2021

August 2021 (USD equivalent) High chgﬂ:g'\(/al % YD COZange Trendline

Indonesia Rupiah IDR 14,423 14,268 14,268 14,453 1.1% 1.6% —",
Thai Baht THB 32.94 32.24 32.24 33.46 2.1% 7.6% TN

Chinese Renminbi CNY 6.47 6.45 6.45 6.50 0.2% -0.7%
Malaysian Ringgit MYR 422 4.16 4.16 4.24 1.6% 3.4% =
Euro EUR 0.84 0.85 0.84 0.86 0.5% 34% T e
Central African Franc CFA 553 555 553 562 0.5% 3.9% T e

Source: Bloomberg

In general, the market has lowered expectation of rising interest rates by the Fed, which resulted in the USD
weakening towards the month end.
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Overview of supply situations by key origin

Typical Natural Rubber Production Cycle
Region Country Feb Mar Apr May Jun Jul Aug Sep

East Asia China (Hainan)

East Asia China (Yunnan)

SE Asia Indonesia ‘HHH

Africa Ivory Coast

SE Asia Malaysia

SE Asia Thailand

SE Asia Vietham

Legend Source: Company estimates
Wintering

Transitory period
Peak Production
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* Raw material supply in Hainan 1
region looks to be reasonable. 1

» At Yunnan, the supply situation 1
remains tight against expectation, ;
and the border closure will amplify 1
the supply shortage. :
1

Ivory Coast
»  Supply is normal, but we have

observed some tyre makers
diversifying their supply and
switching more to AFR due to
shorter transit period and
cheaper overall cost.

» This will reduce the raw
materials available to be
exported to South East Asia.
The escalating freight rates is
not helping the situation.

1
1

T= . N |« Resurgence in COVID infections 1
.: resulted in lockdowns, which will affect |
] output and exports into China. :

Thailand -
 Supply is ramping up and the producer margins |
have re-emerged. 1
» Due to advantageous cost and price structure, ;
STR producers are favoured over SIR producers. 1
» Local factory shutdown due to COVID cases |
resulted in spillover of raw materials to Malaysia. |
1

-------------------------- SRt = Y ., ..
| Malaysia —

N + Local raw materials remain tight now, and
N ' continued reliance on imported raw
"""" CoTTTTTmTmTmTmTmm T A materials from Africa is expected.
lndonesia * However, we understand that there might

1

* Supply remains tight, expected to be : v - f f |

aggravated by the impending ! t():?) ;rgtposmon of export quota from Ivory
F .

1

1

1

1

1

1

! monsoon season. Worsening COVID
1 situation will affect operating rates.

i + Those tyre makers favouring SIR are
s paying lucrative spot premiums.

1
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Overview of demand situations

International

Robust demand continued to be observed, and tyre
makers have been operating at full capacity despite the
semi-conductor shortage which affected automakers’
operations.

Demand is inelastic — tyremakers raised the tyre prices
to cushion the higher costs from raw materials and
freight; e.g. announcements by Bridgestone, Goodyear,
Michelin.

Diversification of the tyre makers’ supply from Indonesia
traditionally, to Thailand and Africa, possibly due to cost
factor as well as logistical convenience.

Logistic costs remain high: Spot freight rates to the US

¢ HALCYON

China

Demand is normal, but not as strong.

Logistic logjams affected the ability for the
PRC tyre makers to ship their goods
overseas, thereby affecting their production
rates.

The natural rubber stocks have been on
downward trend since November 2020, and it
appears that the local players are not in urge
to replenish their stocks.

The weakening of exports and escalating
input costs have caused profit pressure on
the PRC tyre makers.

can go as high as US$20,000/TEU, whilst Europe
US$10,000/TEU.

Estimated natural rubber stock level in mT
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Figure: Estimated natural rubber stock levels in China

Concluding thoughts

The raw material tightness in key origins has driven up spot prices, and the situation is expected to persist
stemming from restrictive measures to curb the spread of COVID-19 and uncertain weather conditions.

On the other hand, natural rubber demand remains buoyant despite logistical and supply chain challenges. The
demand strength coming from international and PRC tyre makers are different, due to the impact of the logistic
logjams: international tyre makers have been paying up to secure natural rubber supply; while the PRC tyre
makers’ ability to ship overseas have been affected by container shortage.

The future direction of the rubber market could be determined by the following factors:

* When will the logistic situation improve, and container rates ease off, which will stimulate China’s tyre export;

* Weather changes and the evolving COVID-19 situation in rubber origins — the higher prices have not
stimulated a spike in raw material supply in the past few months;

o On the above point, Thailand and Vietnam are expected to enter peak production in Q4 2021. If the
supply did not emerge as expected, PRC tyre makers may be caught short as the Thai producers may
have pre-sold their inventories to international tyre makers instead of China. This may aggravate the
supply/demand mismatch.

» At what point China will decide to re-stock its natural rubber reserves: when inventory drops to a certain
level, it will provide some upside for the natural rubber prices.
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Disclaimers

This report has been prepared by Halcyon Agri Corporation Limited (“Company”) for informational purposes, and may contain
projections and forward-looking statements that reflect the Company’s current views with respect to future events and financial
performance. These views are based on current assumptions which are subject to various risks and which may change over
time. No assurance can be given that future events will occur, that projections will be achieved, or that the Company’s
assumptions are correct.

The information is current only as of the date of this report and shall not, under any circumstances, create any implication that
the information is correct as of any time subsequent to the date of this report or that there has been no change in the financial
condition or affairs of the Company since such date. Opinions expressed in this report reflect the judgement of the Company as
of the date of this report and may be subject to change. This report may be updated from time to time and there is no
undertaking by the Company to post any such amendments or supplements on this report.

The Company will not be responsible for any consequences resulting from the use of this report as well as the reliance upon
any opinion or statement contained within this report or for any omission.

Information in this report has been extracted and/or reproduced from published or otherwise publicly available sources, and the
sole responsibility of the Company has been to ensure through reasonable enquiries that such information is accurately
extracted from such sources and reflected or, as the case may be, reproduced in its proper form and context. The Company
takes no responsibility whatsoever for the accuracy and/or correctness of such information.




