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Future market trendin February suffered from asharp turn, compared with
the continuous bullish macro data in January, the data in February turned
bad. Asa result, rubber futures and other bulk commaodities experienced a
waterfall decline of ten consecutive working days after therising trend in
the beginning of the month. The rubber futures of Shanghai Futures
Exchange fell all the way from 27,500 yuan/ton to 23,500 yuan/ton, at a
staggering decline of 17%. There have been only seven times in history for
such afastdecline in sucha short time.

In the aspect of natural rubber, production in main producing countries
continues the slight increase. However, there is no improvement on
consumer side of developed countries in Europe and the United States.
Although Chinaimportsshow significant growthyear on year, the stocksin
Free Trade Zone is still an obvious burden on the market price. The
oversupply situation still exists.

The automotive market verifies such aphrase that “ Some gotta win, some
gotta lose” The United States continues to play a front role in boosting;
Europe is bogged down in the economic quagmire as always; rebound
situation of Japanin the second half of lastyear begins tofall. Performance
of emerging market is unstable, sometimes good and sometimes bad.
Chinese festivals showssignificant role inboosting the car market, but the
pre-Spring Festival car peak has passed. The market is waiting for the
Ching Ming holidaysand the twosessions.

In the aspect of tire, China'sbiggest tire export market, the United States,
will continue to revive, which breeds optimistic atmosphere. In addition,
due to the relatively cheap rubber price, tire factory shows strong
willingness of productionbecause it isprofitable, which isconducive to the
stability of the rubber consumption. However, tire export consumption
growth lags behind, which brings nofurther bullish aspects.

Global macro economic situation is improved somewhat, but it still in the
tough edge of recession. TheUnited States' solutionof "financial cliff", the
Fed's stance on QE3 policy, the outcome of Italy electionand China's new
policies after the two sessions are expected to significantly influence the
market trend.

On the whole, the Free Trade Zone stock hits a new high again and the
downstream tire businessstarts recovery afterthe Spring Festival. However,
tire enterprises purchasewhenever they use, and the downstream demand of
tireisflat, so the storagesituation remains grimin free tradezone. March to
May cargo is always available, which constrains rubber price from rising.
Oversupply situation is still going on. The delivery stocks of Shanghai
Futures Exchange are climbing, which is suppression on the rebound of
rubber. At present, the de-stocking process enforces huge pressure on the
market and themarket outlook isstill not optimistic. Rubber price inMarch
is expected tocontinually plumb.

Please refer toour website for the price anddata covered by this report.
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Part I Market ConditionAnalysis

Rubber price trendshowed a downturn in February;the price fell sharply after hittingthe high point. The depreciation of the yen,
as well asthe state purchaserumors, played astimulating effect on rubber price. However, the bearish macro environment, the
sluggish need of the Chinese market after the Spring Festival and other factors together leadto the collapseof futures priceand
the low price of raw material market. Although the abroad offer was strong due to the stop tapping period, and the domestic
synthetic rubber raw material and priceincreased step by step, foreign natural rubber market hadto lower thehigh head under the
flagging demand

1. FuturesMarket Condition

First, we needto look atthe change of price trend of three futures exchangesin Tokyo, Shanghai and Singapore. In February, the
market condition should be contrary to many people's expectations. After arising trend inthe beginning of the month, market
experienced a waterfall decline of tenconsecutive working days, all the way down from thehighest point. Rubber futures of Japan
TOCOM market fell all theway down from 330 yen to 280 yen. At the sametime, Shanghai Futures Exchange fell all the way
down from 27,500 yuan/ton to 23,500 yuan/ton, at astaggering decline of 17%. There have been only seven times in history for
such afastdecline in sucha short time.
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TOCOM market reached the highest price of 337.8yen on February 6", only alittle lower thanthe highest 344.4yen of thesame
month last year, along with the advent of the traditional Chinese Spring Festival to suspend trading. Since then, rubber price
dropped all theway down toalow of 280 yen. At the lasttrading day beforethe Spring Festival, Shanghai Futures Market rubber
pricefell, andthis sagging trend continued after theSpring Festival, downto the lowest 23,550. SICOM market spot price, aswell,
following the saggingtrend of thefutures, dropped all the way down; RSS3 price droppedfrom USD 3350to USD 2980.
Accounting for main reason of thisdecrease, let's analyze from macro aspect. In mid-February, the Europe G20 meeting first
released some criticism for the sharp depreciation of yen, and then the Federal Reserve also proposed early withdrawal of QE.
Due to lastyear's economic malaise, each country onceagain resorted to monetary easing policy, which could stimulate economy
to rebound within a short period of time; but on the other hand, side effects were increasingly obvious. Market's expectation of
inflation began to weaken. Yen's inflation stopped at 94.5 and Japan rubber price dropped accordingly. Dollar also rebounded
from the low of 78, whichwas a pressureon the risingtrend of bulk materials. Besides, thenumber of newloans of all major banks
was far morethan expectation inJanuary, which raised concernsabout domestic inflation expectation. For China'scentral bank,
sell repo tucked money occurred inthe capital market for the firsttime, in order to balance money. Lacking of bullish factors in
macro economic, bulk materials collectively fell after rise; thedecline range of rubber was atthe top dueto previous hugestock.

2. Spot Goods M ar ket Condition
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In February, natural rubber spot price fell after hitting high, and further droppedto the lowestlevel since 2013.

For the spot goods in Qingdao Free Trade Zone, the highest price of natural rubber occurred inthe beginning of February; the
highest price of RSS3, STR20, SIR20, SVR3L and SVR10 was respectively USD 3400, 3210, 3145, 3140 and 2990 per ton.
Lowest price appeared at the end of the month, respectively USD 3050, 2950, 2910, 2930 and 2830 per ton. The maximum price
difference between RSS3 and STR20was USD 200 per ton, and this difference gradually narrowed to around USD 100 per ton
over time. The premium of STR20 over SRI20was USD 40-80 per ton andthis premium narrowed as well. Beforemid-February,
the price difference between SVR3L and SIR20 stayedflat, but after the middle of the month, SVR3L price went higher and the
premium was around USD 10-30 per ton. Taking all theserubber varieties intoaccount, the premiumof RSS over STR, together
with the premiumof STR20 over SIR20, was basically within the normal range. Thepremium of SVR3L over SIR20 stayedflat, or
increased to about USD 20 perton, which wasstill in advantagerelatively. In addition, Thai standard compoundrubber offer was
almost the samewith STR. Thus, in termsof price, therewas no clear advantage of compoundstandard rubber atall.

Abroad natural rubber price trends weresimilar to that of Qingdao freetrade zone, all high at early then low at end. The highest
prices of RSS, STR, SIR, SVR3L and SVR10 wereat early of this month, the highest prices were $3400, $3220, $3140, $3220,
$3140 /MT respectively. The lowest prices of RSS, STR, SIR, SVR3L and SVR10 wereat the end of this month, the lowest prices
were $3040, $2990, $2940, $3010, $2900 /M T respectively.

The RSS priceswere higher thanSTR prices. The price differences between RSSand STR wereshrank from $180/MT to$60/ MT;
The lowest, only $20 /MT. The STR prices werehigher than that of SIR. The price differences between STRand SIR wereon the
range of $50to $80 /MT. The SIR prices werelower than that of SVR3L, theprice gap atthe beginning andend of themonth were
low, however during themid were high.The gap atthe beginning of the month was$100 / MT, and at the end of the month was$50
/ MT. Thebiggest gap occurred during mid which expanded to $160/ MT. Compared withall kinds of rubbers from abroad, RSS
were much cheaper than before andthe prices of SVR3L and SVR10 were alsonot competitive . The quotationsfrom abroad the
compound rubber andraw rubber wereal most the same.

In February, at thefirst half of the month, the quotations of thelatex from domestic state farms were strong and maintained on
RMB25700 yuan/MT; however it's slipped to RMB24600 yuan/MT at the end of this month. Compared with SHFE spot
contractual prices, itsrelative stable, theprice trend wassimilar with Singapore'sprice trend.

Generally speaking, the prices from domestic state farms were not competitive; the prices of imported rubber from abroad and
especially the compound rubber were relatively competitive. Abroad quotations of Vietnam rubber were higher, without any
competitive advantage, but the prices of SVR3L in Qingdao free trade zone were more attractive, and the buyers' market
recognition was higher. In addition, at the firsthalf of themonth, abroad priceswere generally higherthan domestic prices, which
caused to pricesupside down situation. On the secondhalf, the RSSrubber prices backedto normal, especially abroad RSS prices
were relatively hightransactional .

3. Raw Material Market Condition
Thailand's rubber andraw material marketis mature andtransparent; it has
significant guiding functionon global rubber raw material market.It's very typical,

so here weuse Thailand'sraw material changeto analyze abroadrubber raw material
market change inFebruary.

In February, Thailand's raw material market under high pressure, raw material
prices declined significantly. On early February, the price fluctuated around 87 baht,
into the mid of this monthprice slightly slippedto about 84 baht, price continuedto
fall at thesecond half of this month, fell to below 80baht, the lowestwas 78.59 baht.
The picture onthe left aboveis the USS3prices comparison of January and February
in Hatyai market. As you can see, the raw materials prices steady in January,
fluctuated at 85 to 89 baht per kg, at the first half of February prices slightly
declined, at the second half of this month the price declined obviously, down by
9.4% and its 7.28 baht per kg lower than that at the beginning of this month; In
comparison, the average price fell modestly, compared with January the February
average price downonly 3.66% andits 3.2 baht per kg.

The picture on the right aboveis the USS3 prices comparison between February
2012 and February 2013. Both two price trends show beginning high and end low.
However the USS3 price fell sharply compared with the same period in 2012, the
average price fell 27 baht perkg or by 24.3%.

USS3 price weak and fell in February 2013, the main reason was the downstream
demand. In early February, Chinese New Y ear came, tire factories had holiday,
stopped buying, market stagnated; In late February, although Chinese factories
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return to work, but Thailand rubber producing areas began to stop cutting, latex production declined, and USS3 price still no
improvement, because the tire factory had enough raw material inventory, the new purchasing plans would be decided in
accordance with thetire sales condition after the holiday, so that the Thailand exporters lack the confidence of stockpilingtheir
raw materials. And the strong strength of the Thai baht has also weakened the Thailand's rubber competitive advantage. In late
February, the inventory of Qingdao free tradezone recorded at 355000 M TS, theupside down selling price situation would still
last, so abroadbuying power waslimited.

Usually whileThailand into full stop cutting period, raw material priceswill be supported, but this yearthe climate of Thailand is
in good condition, and is expectedto open cutting half a month earlier than normal, stop cutting periodwill shorten, supply will
increase; Andthe high inventory of downstream, thede-stocking slowly, abroad buyingduring cutting will not increase much.

In conclusion, although Thailand has stop cutting in February, but the raw material USS3 price still fell, the market still inits
weakness. In march, while Thailand into full stop cutting, raw material prices is expected to remain stable, but subject to the
downstream high inventories, hopeless to surge.

4. SyntheticRubber Market Condition
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For synthetic rubber, as the domestic raw material butadiene's price continued to increase since January which led up the
synthetic rubber factory prices. Butadiene roseby 7% in February, the highest pricewas 14800 yuan/MT, occurred at the end of
the month; thelowest price 13800yuan/MT, occurred at theearly of themonth. SBR 1502 factory prices in February rose by 2%,
the lowest pricewas 17000 yuan/M T occurred at theend of February, and thehighest price 17300yuan/MT. BR factory pricerose
by 1% in February, the lowest pricewas 17500 yuan/M T occurred at theend of thismonth; The highest price at the early of this
month and its 17700 yuan/MT. The gradually increased prices of synthetic rubber and its raw materials didn't bring any
substantial support forthe gloomy NRmarket.

From the overall price run, constrained by the macropolicy and economicforecasts, the NR price fell after hit high; thoughthere
were favorable factorsoccasionally, but the overall atmosphere was bearish, the declining trendwas unavoidable , the later trend
shock down .

Part II Supply and Demand Analysis

1. Natural Rubber

According to areport released by ANRPC, the production quantity of natural rubber continued to increase slowly. The major
producers Malaysia, India, Vietnam imports data were changed tremendously, by apositive turn negativeyear-on-year growth.
Main consumer of natural rubber-- China, imports werestill in high quantity; while inthe United Statesthe trend continued to
downward. China rubber imported 38.4% inthe first two months .Does therapid development of global rubber industry would
depend on thesingle growth of China NR imports?

The imported price of the standard rubber from abroad were RMB1000 |lower than China latex, and the compound rubber was
about RMB2500 lower than China latex. This situationled to theimports increased sharply. Rubber importsquantities surged by
85.3% year-on-year in January, compound rubber imports increased by 117%. Dueto the large proportion of the standard rubber
in Qingdao freetrade zone warehouse, the RSS importsratio increased, the standard rubber proportion fell respectively. And
more importantly, this ledto the Qingdaofree trade zoneand even thewhol e Shandong arearubber imports growthshrank.
Besides, the rumorsthat the rubber production countries would purchase and storetheir rubbers at early time and recently the
huge price gapbetween domestic andabroad natural rubberled up thewillingness to putin warehouse anddelivery increased and
also the inventory of futuresincreaserapidly. The priceof the compoundrubber and ChinaSCR5 upside downalso made thetotal
quantity of the compound rubber in Qingdao free trade zone warehouse increased gradually .More over the total inventory in
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Qingdao free trade zone at arecord high to 355000M TS. Tough the quantity of Qingdao freetrade zone wasincreasing, but the
imports quantity of Dongying also increased by 97%.This shows virtually that the uncompromising between traders and
purchasing factories.

According to thelatest reports released by the ANRPC, in 2012, Indonesia's rubber yieldwas 3.26 millionMTS, 920000 MTSin
Malaysia, India was915000 MTS, 860000 MTS of Vietnam, and China 800000 MTS. Year-on-year growthsin turn were 7.7%,
7.3%, 7.3%, 7.7%, 7.3% respectively. For exports, in 2012, Malaysiaexported 1.34 million MTS rubber, up by 6.9%; Vietnam
exported 1.02 millionMT, up by 25%. For imports, in2012, India importsrose by 56%, Malaysia rose by 31%. Theconsumption,
in 2012, Indiawas 990000 MTS, up by 3.1%; Malaysia, 460000 MTS, up by 9.4%; Indonesia's 500000 MTS, up by 6%; Vietnam
150000 MTS, upby 3.4%.

In addition, thereport also showsthat from January to February, 2013, ANRPC members (except Thailand and Indonesia) the
rubber yields increased by 3% year on year. Among them, Malaysia was 185000 M TS, up by 6.9%; Vietnam, 120000 MTS, up by
4.3%; Cambodia, 12000 MTS, up by 71.4%. In thefirst two months, Malaysia increased 6.5% to 210000 MTS and Vietnam
increased 3.8% t0165000 MTS; Cambodiaincreased 22% to11000 MTS.

More importantly, Malaysia, India, Vietnamrubber imports weredeclined, followed by-11%, -35%and -39% respectively.

In January of 2013, China had imported 250,000 metic tons natural rubber, a big growth of 85.3% year on year and a growth of
18.8% than last month, which madethe highest importingvolumn in asingle month.

According to the main grades of the importing natural rubber, in January the standard rubber had been imported 161,000 mts,
which approached 64% of the wholeamount; RSS hadbeen imported 41,000mts, which approached 16.3% of all; compared to the
lowest level (4.4%) happenedin last month, this increased 5.6%. This situation had a directrelevance with thehigh stock amount
of standard rubber and the low stock amount of RSS in QingdaoBonded Warehouse.

According to themain source of imports in January, 160,000 mtswere imported from Thailand, which occupied the mostamount ,
about 64%. The second largest source of imports was Indonesia, which was 32,000 mts of 13%. Vietnam had 25,600 mts, which
ocupied 10%. Malaysiawas No. 4, which had 25,000 mts.

According to the main importing placesin China, In January, Shangdong province

had imported 117,000 mts, whichoccupied 47% of the whole importingamount, with
a growth of 47.4% year onyear.; Shanghai, Guangdong, Zhejiang, Fujian, Jiangsu R 20w wisioR wrous

had respectively imported 26,000mts, 17,000 mts, 16,000 mts, 14,000 mts, 12,000

mts, which ocuppied 10%, 7%, 6%, 6%, 5%. | |

In January, according to the Shangdong province, Qingdao Free Trade Zone had 7777777777

imported the largest amount of natural rubber, which is 43,000 mts, occupied 17% of

the importing amount of the whole province. Dongying imports 20,000 mts, which A A A A AT
was 9% of the whole province. And the importing amount of natural rubber in
Qingdao FreeTrade Zoneincreased 5.9% year on year, Dongying had asharp growth B R ek 0 8
of 97% yearon year.
In January, China had imported 135,000 mts compound rubber, with a growth of

117% year on year and decreased 5.6% than last month. Shangdong had imported 1 1y |
63,000 mts, which occupied 46% of the whole amount with a growth of 164.7% year o

on year. Zhejia and Fujian were in the second and third place, had respectively g

imported 16,400 mtsand 10,000mts witha growth of 287% and 511%. Nl IR ERENE RN NN

According to the cities, Qingdao Free Trade Zone had imported 34,000 mts
compound rubber, which ocuppied 1/4 of the total amount, secondly wasHangzhou
with 13,600mts and Dongying with 11,700 mts. Hangzhou and Dongying increased
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According to thecountries of origin, Thailand had 65,000 mts, whichwas the most; = =
sencondly was Malaysiawith 46,000mts, Indonesia13,000mts, Vietnam 3,360 mts, j

Cambodia 2,000 mts. And, Indonesiaand Vietnam had the fastest growth of more
than 900% year on year. e
Compared to other cities' 200% growth of importing, on the large pressure of high
stock in Qingdao Free Trade Zone(especially natural rubber's stock is more and
compound rubber's stockis less ), the growth of natural rubber's importinghad a big
contraction in Qingdao Free Trade Zone. Other main rubber consuming regionsin . 8RB A
Shangdong, such asYantai, Weihai, etc, thegrowth was alsoover 100%.

In addition, in January, America had imported 76,000 mts natural rubber, which ”I "”I”
decreased 3.84% year on year and decreased 3.37% than last month; Japan had %Jl“lllllll"”“lllll I"” H
imported 61,000 mtsnatural rubber, which increased 4.5% year on year and with a = £ =
big growth of 36.8% than last month..

This indictated that America's natural rubber consuming hasn't improved; because
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the importing amount of Japan wasnot so much, it was hard to change thewhole situation; Europe, which still suffers the debt
crisis, can notimprove in ashort time; and China's natural rubber importing got agrowth of 38.4% in last two months, but it
seemed farfetched toonly rely onChina's consuming topull all theworld's natural rubberindustry.

According to themain rubber countries' stocks over last months, China's stock was still increasing and the stocks of Thailand,
Malaysia and Indonesiaal so kept ina high level.

The stock of Qingdao Free Trade Zoneis always concerned. Till theend of February, the latest stock data made a new history
again, which reachedto 355,000 mts. From the abovefigure, we canfigure out that the amount of natural rubber and compound
rubber kept increasing. After thenew year, the cargoesremoval was less, some of thebig warehouses' removal amount decreased
to 200-300 mts. But the entry of the cargoes to thewarehouses was large, in order to avoid thesaturation, the warehousesbasicly
didn't get orders. The new arrival cargoes faced a very embarrassing situation. The data displayed that in January the natural
rubber importing amount of Qingdao Export Processing Zone increased 3,300 mts. It showed that the Qingdao Free Trade Zone
was full andit forced theimporters to transfer the storage places. Meanwhile, the importing growth of other regions also hinted
that the importersstarted to transferthe storage places.

From the figure, we can findout that fromthe end of November to nowthe stock of Shanghai Futures hada big growth. On the one
hand, because of the rumor that the State Reserveswill order 20,000-50,000 mts rubber fromthe Futures, itforced a part of SCR-
WF entering the Futures delivery point. On the other hand, because of the high premium of contract 1301, it caused that people
can import RSSat alower price than contract 1301 then completethe delivery intothe market.

From the point of the stock,the amount of Qingdao Free Trade Zonekeeps increasing. Onthe one hand, the previous ordersarrive
to the port continously and makethe supply adequate. On the other hand, it showsthat the factories' willings to buy the physical
cargoes isnot so strong, it causes theremoval of thecargoes getsless. Behind this, in the areasof tyre producing, the importing
amount of natural rubber is gettingmore and more. It seems likea battle.

2. Automobile Market

In 2013, theworld vehicles market has got aresult of thefirst two months. It still showedthat some glad and some sorrow, which
followed the trend of 2012.

Among the maturemarkets, Americastill plays arole of pulling; Europe is indeep touble thesame as usual ; Japan's bounce of the
second half of last year ischanged to decrease. China's vehicle entersinto a microincreasing time. The European vehiclesindusty
has to spendsome tough timeto get better under the affection of theDebt Crisis.

TheAmericas:

America

American economy' recession and slow recovery hasn't stopped the growth of new vehicles' sales volumn because of thelow
interest rate. InJanuary 2013, thesales volumn of America's lightvehicles had reachedto 1,043,192 witha 14.2% growthyear on
year. The February's salesvolumn increased 3.7%year on year, it wasobviously slower thanlast few months. It was thought that
the petro price, cold winter and changes in thefederal budget werethe main reason of February's growthdrop, but they were still
optimistic to themarket. Thefirst two monthsof this year, the salesvolumn of America's light vehicleshad reached t02,235,537,
which increased 8.4%year on year based on thesame time of 2012 (2,062,911). American vehiclesmarket had ahigh growth since
2011, most months had a10% growth year on year. The total sales volumn of 2012 was 14,492,398, which increased 13.4% year
on year. This wasthe third straightyear with adouble-digit percentate growthsince 1973.

Canada

This February, Canada's vehiclessales volumn kept decreasing year onyear as last month. In Februay, the salesvolumn of light
vehicels was 1,032,000 with a 3.3% decreasing year onyear. This January, the salesvolumn of passenger vehicles in thelight
vehicles market hada 4.2% decreasingyear on year, from 46,285last January to44,359. Thesales volumn of light trucks reached
to 58,867 witha 2.6% decreasingyear on year. Canada's light vehicles' sales volumn decreased 2.8% year on year, and the sales
volumn of passenger vehicles decreased 4.7%.

Brazil

According to thedata of Brazil Vehicle Association, the sales volumnof light vehicleswas 222,730 inFebruary 2013 witha 5.6%
decreasing year onyear. The sales volumn of the first two months was 517,790 with a6.4% growth year on year. If added the
heavy trucks and passengers vehicles, the sales volumn in Feburary was 235,109 with a 5.8% decrease year onyear. The total
sales volumn fromJanuary to Februaryincreased 5.6% year on year.

Agentina

This February, the domestic sales volumn of vehicles reached 67,676, with a 6% growth year onyear; In January it decreased
7.7% year onyear. The total salesvolumn of thefirst two monthswas 125,766 witha slight decreasingof 0.8% yearon year.
Europe:

Sincere 2012, Europeanvehicles industry hasbeen getting hitgradually and hasn't been recovered fromthe depressed situtaiton.
The drop of sales volumn bringedthe low profitand deep losses, some companies evengot a bigbusiness crisis. According to the
data of European Vehicles Manufacturers Association, European vehicles's sales volumn was 918,280 in January 2013 with a
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8.5% decreasing year on year, which kept decreasing for 16 months(thelowest in 23 years). In January, Germany, France, Italy,
Holand, Spain and Sweden, etc all decreased year onyear. Besides, France and Italy had a double-digit decreasing year onyear.
Even Germany whowas good at vehicles manufacture, hadn'tbeen survived, witha 8.6% decreasingin January year on year.
According to thedata of LMC, this February, the vehiclessales volumn of 17 western European countries(including Northern EU
and Southern EU, etc the developed countries) was about 772,000 with a 10.6% decreasing year on year. From January to
February this year, the total vehicles sales volumn was 1,629,266, the same time in last year was 1,804,724, with a 9.7%
decreasing year onyear. Among the 17 countries of LMC, only Belgium, Greece, Norway, Portugal and theUK had aincreasing in
February. 13 countries, including Germany(the biggest vehiclesmarket in EU)were all decreasing, which accounted forover 70%
of the number of countries

Australia:

90,218 new vehicles were sold out in February, a year-on-year increase of 5.2%, while new car sales increased by 11.3% in
January. New car salestotaled up to175,648 in thefirst two months, an increase of 8.1%.

Asia

Japan:

New car salesslumped with atwo digit percentageboth in January and in February. 229,333 vehicleswere sold inJanuary, a year-
on-year drop of 12.9%, while asharper fall of 13.5% were seenin February.

India:

The Society of Indian AutomobileManufacturers (SIAM) revealedthat due toweak economy growth, continuously high oil price
and interest rate, passenger vehicle salesin February plunged down by 25.7% in comparison to the same period of last year to
158,513, the largest decline since2000. 68,388 commercial vehicles were soldout in February, declined by 11.1% from 76,891 in
last February. SIAM's figures showed that automobile sales increased by 30% in the 2010-2011 fiscal year but the increase
contracted to 2.2%in the 2011-2012 fiscal year because India ReserveBank increased theinterest rate repeatedly and India GDP
growth began to slow down. SIAM initially forecasted thetotal passenger vehicle sales would increase by 10% to 12% in this
fiscal year (from April 2012to March 2013), but last month it changed its passenger vehicle salesforecast to a0 -1% increase
after 3 adjustments. Even so, Chief Manager Sugto Senin SIAM said, by the end of next month when this fiscal year finished,
India automobile salescould hardly reachthe new forecast, and the total sales were inclinedto fall down.

China:

Automobile sales gained high-rate growth inJanuary, spurred by abetter macro-economic environment, obvious demand growth
and especially themassive car purchasesbefore spring festivalsdue to the* high-speed toll freeduring public holidays” policy.
China automobile productionpassed 1.9 millionin January, and total sales passed 2million, recording new highs both. Passenger
vehicle sales grew up by 50% in January, exceeding 1.7 million for thefirst time. It became a major characteristic of China
Automobile market that people loved to buy new cars before the lunar new year. Therefore, car consumption demand was
intensively released before Spring Festivals. Car dealers prepared morereserves before the peak consumption season, and car
manufacturers provided more supply. These caused the inventory index in January atiny increase, but still within areasonable
range.

In February, China produced 1.3472 million vehicles, declined by 31.42% compared with January, a year-on-year fall of 16.25%.
Car sales were 1.3546 million, amonth-to-month decline of 33.42% and ayear-on-year decline of 13.56%. Although car sales
declined heavily inFebruary, total salesinthe first twomonths still increased due to alarge increasein January. Data showedthat
in January and February the total automobile production were3.3117 millionand the total automobile sales were3.3891 million,
increased by 14.1% and 14.7% respectively. The automobile market went into a recovery period in February, when consumers'
demand decreased obviously. Accordingto ChinaAutomobile DealersAssociation (CADA) , thevehicleinventory alert index
in February was57.17%, a month-to-month increase of 11.91%, showing the stock risks were obviously going up. The vehicle
sales increased by 23% compared with the same period last year if calculating on theactual working daysin February, the sixth
consecutive month of large increasesince last August.

Seen from the conditions in January and February, Passenger car production and sales both increased in high speed, being the
driving force topull the wholeautomobile sales. Total passenger car productionand sales were2.7262 million and2.8374million,
increased by 17.8% and 19.5% respectively year on year. But Commercial vehicles declined continuously. In February,
commercial vehicles productionand sales were242.1 thousand and 242.7 thousand, decreased by 29.5% and 21.4% respectively
month to month, and decreased by 30.3% and 31.4%respectively year onyear.

Due to ChinaNew Year holidays, heavy truck sales declinedlargely. It is reportedthat the estimated heavy truck salesin February
were 40 thousand, a largedecline of 48.8%from 78,119in same monthlast year.n addition, heavy truck manufacturers prepared
a lot inventory last February but many manufacturers and dealers dared not to prepare large stocks this February due to weak
demand from endusers. Thiscaused the declineof production andsales. In details, Sinotruck sold 9000 heavy trucks inFebruary,
the No.1 inthe industry, however a40% decline year on year, Dongfeng Motor Corporation and FAW decreased by 53.5% and
62.7% respectively, Foton Motor and Shaanxi Automobile Group fell down by 46% both in sales. In third group, Baotou Bei Ben
Heavy Duty, JAC Motorsand Hongyan Motorsdeclined by 78.5%, 25.5% and 2.4% respectively. The total sales in thefirst two
months were 83 thousand, decreased by 28.6% from 116.3 thousand insame period last year. Whether the market will warm upor
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not is mainly determined by thetraditional peak salesseason in Marchand April.

Due to ChinaNew Year holidays, both car production and sales fell downin February, but accordingto the total production and
sales in thefirst two months, China Automobilemarket in general opened with agood condition thisyear and market demand was
relatively robust. There are 21 working days in March, two daysless than last March, being an unfavorable factor. But NPC
& CPPCC to beheld in Marchwill bring lotsof exciting newsand a new round of Financial Investment, boosting theconsumers'
confidence and pushingthe automobile market development. Besides, the Ching Ming Festivalsin early April might bringa new
peak in salesin the second half of March because of freehigh-speed toll. Manufactureswere dissatisfactory with February sales
below previous high expectations, therefore, their promotion would last till March, contributing to March sales. From last
November to theend of February, the dealers'inventory totally declinedby more than160thousand, and themanufacturers would
increase the wholesal esales for abetter score atthe end of the month, alsothe end of the season. Peoplein the automobileindustry
estimated the market would get better gradually, but the manufacturersshould still bealert and not too optimistic to control the
inventory risks.

In general, automobile sales saw agradual recovery in major economies, especially USA having an eye-catching performance.
But the debt crisis plagued Europe, Japan and Indiaslumped. China automobilemarket saw anice performance dueto the pull of
passenger vehicle salesbut the commercial vehicle sales, especially heavy truck salescaused eyebrows toraise. Theautomobile
market was believednot to betoo bad becauseof the expectationsof NPC and CPPCC and ChingMing Festivals.

3. TireMarket

Seen from somemajor countries, the economic environment and vehicle sales performance had direct influenceon China's tire
export. USA tire import saw a good performancein January. Both tireproduction and tireexport grew inJanuary, different from
last year whenthe tire productionincreased but exportdeclined. Thetire production increased more than theexport, therefore the
export-to-production rate decreased. This indicatedthat the tireinventory was still in high level at present.
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The Chinatireproduction in February 2013 fell downby 2.7%, year on year, to 63.65 million. In January and February, the total
production increased by 13.8% to 138.3million.

In the aspect of export, thetotal tire exportwere 36.4 millionin January, a year-on-year growth of 11%. Among them, Shandong
exported 14.42 milliontires, a year-on-year increase of 13.6%, but amonth-to-month decline of 4%. In termsof cities, Dongying
exported 4.98 million tires in January, the most in Shandong, Qingdao 4.3 million, Yantai 1.37 million, Weihai 0.83 million,
Qingdao E&T Zone 0.61 million, a month-to-month increase of -4%, 1.6%, -6.8%, 9%, -8.9% respectively. Other cities such as
Jimo, Rongcheng, Zaozhuangand Jining exporteddifferent amount of tires rangingfrom 0.2 millionto 0.4 million.

In addition, Hanzhou in Zhejiang and Xiamen in Fujian exported more than 2 million tireseach in January. Beichen districtin
Tianjin, Shenzhenand Kunshan exportedmore than 1 million tires each.

Seen from theexport-to-production rate inJanuary, it slide downcompared with thesame period in2011 and 2012, but theexport
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amount still increased. This indicated China tire productionwere surplus and a lot tireswere overstocked indomestic market. A
bright spot among this was that the falling trend of export-to-production ratio starting from last July began to go up inJanuary.
But the futuremarket conditions wereuncertain.

USA wasthe largest export market of China tires. The figures showed 87 thousand MT tires were exportedto USA in January, a
year-on-year increaseof 31.5%. And the increaserate of January was higher thanthat of any month in 2012.

It reflected theexport status werequite good inthe first month of the year, and theUS market beganto recover afterthe expiry of
the special protectiontariff.

Besides, tire exportsto other mainexport market suchas UK, Australia, Canada andMexico saw anincrease of 17%or so. Export
to Saudi Arabia increased even by 175%, to Russia 61%. Exportto The United Arab Emirates and Brazil declined by morethan
20% in growthrate, Germany morethan 40%.

In general, tireforeign trade wasrelatively stable, mainly influenced by futureglobal economic conditionsand overseas market
demand. Under the circumstance of larger production, what is more important is to confront the pressure of cutting down tire
production and de-stocking.

Part III EconomicAnalysis
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The date released in February showed that U.S. January PPI MoM up by 0.2%, thefirst time risein four months; January U.S.
housing starts is890,000 after seasonadjustment, |ess than expectation. But thesingle-family housing startsand building permits
is the highestin the 53 months and 54 months reflecting thegrowth of real estate industry. U.S. January factory orders monthrate
fell by 2.0%, expectation 2.2%, former value increased by 1.8%. Although January factory ordersmonth rate isdown, the decline
percentage is lessthan expectation. FEB ADP employment increased by 198,000, higher thanthe market expectation 170,000,
and corrected former value of anincrease of 215,000, theinitial valueis an increaseof 192, 000.

From many signswe can seeslight expansion on U.S. economy activity in January and February is slightly. The U.S. economy
was improved and Dow Jones Index continuously rise. The recovery of U.S. economy strengthensU.S. Dollar and suppresses the
price of commodity. Althoughthe recovery of economy will promotethe consumption of cars and thedemand for tire, but it will
takes longer timeto influence therubber price.

The Fed's January meeting minutes showedthat several Fedpolicy maker saidon the meetingthat the QE3may need tobe stopped
or curtailed beforethe employment issignificantly improved. After this wasreleased, the commodity price sharply camedown. It
shakes up theloose monetary conditions, which is thefoundation for commodity price to rise. Although Fed chairman Bernanke
said Fed will not stop the QE policy lately, the market confidence is not as firm as before and market is worrying about they
monetary policy infuture.

Takinginto effectof Financial Cliff, thereisalong wayto go forU.S. economy recovery, and itshows neutral impacton rubbers.

Europe:

According to thedata from themarket statistical agency Markit, the corporateactivity of countriessuch as France, Span and Italy
sharply dropped in February, which dragged whole Eurozone economy into further recession, and leading to bigger gap with
German economy.

The data showed that the euro zone in February Markit composite purchasing managers index (PMI) the final valuefell to 47.9,
slightly better than market expectations of 47.3, the former value of 48.6. The euro zone Markit Service PMI for February final
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value fell to 47.9, the former value of 48.6, and the initial value of 47.3. Although the data was better than the previously
announced initial data,it was still below the 50 the Dividing Line.

Markit Eurozone PMI and GDP
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The data also showed that the corporate activity of Spain and Italy was still inrecession. Germany FEB Markit composite PMI
slow down andbelow the 19 month high point.

The latest surveyresults also showedthat the firstquarter of the2013 euro-zone economy was expected toshrink by about0.2%.
Finally, Eurozone is still in recession and we don't know when it will get rid of debt crisis. Eurozoneeconomy recovery isstill
unforeseeable.

Japan:

When Japanese Prime Minister Abe took office in December |ast
year, he promised that he will recommended new central bank Japan Core CPI YoY
governor to launch unlimited loose monetary policy to drive down
Japanese Yen, so as to help Japan economy recovery. This once /\
caused ' Abe transaction' in the foreign exchange market, and the
Japanese Yen depreciated rapidly in just a few months by 20%.
Japanese Yen depreciation played an important promoting role in
TOCOM rubberrise from 275Yen to 330 Yen.

Although the market expected that Japanese Yen will depreciate
more, the impacton TOCOM rubber will beweakened and impacton
rubbers priced by U.S.D will beweaker.

The data showed that Japan February Markit / IMMA manufacturing purchasing manager index (PM1) roseto 48.5 after season
adjustment, higher thanJanuary - 47.7. The indexrose, but still lower than the50 the dividingline. Japan economyisin austerity
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The data showedthat China February Manufacture purchasing managerindex final valuewas done t050.4, which wasdone from
two years' highpoint 50.4 inlast month. Thisindex isabove the dividingline 50 for 4 successive months, which shows that China
economy isinmoderate expansion.

China's TWO SESSIONS will start soon and market has good expectation on new government's expansion policy. Even though
the current economyis still notgood, but marketis optimistic.

In summery, world economy is becoming alittle better, but moving around the edge of recession. The solution to U.S. financial
cliff, FED'sattitude on QE policy, result of Italianelection and theexpectation on new policy after China'sTWO SESSIONSwill
have import effect on markettrend.
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Part IV Market Outlook

Rubber price experienced huge fluctuations in February, hitting new low after creating new high during some ups and downs.
Now we analyzethe future marketin the macroand fundamentals.

At present, thelowest price at TOCOM hasdropped to 267 yen, the main contract's to 280yen. Atabout 94 yento the dollar, the
price of delivery month contract hasbeen as low as USD2.84/kg, forward month contract USD2.98/kg (freight chargesand other
costs out of consideration), and thelowest price of RSS3's delivery monthcontract at SICOM reached only USD2980. Therefore,
taking the futuresprice relations asthe only factor, it may be an oversoldlevel that TOCOM rubber dropped from 330yen to 280
yen. Meanwhile, Abe's government will keep its yen-deval uation economic stimulus policy in suffering G20 warning, sothereis
need for TOCOM to experience a rebound. The lowest price at SHFE is RMB23550/MT, a higher price in comparison with
TOCOM and SICOM. Domestic compound rubber is RMB21500-21800/MT, SVR3L RMB23000/MT (17% tax), and RSS3
RMB23800-24000/MT. Actually, SHFE pricetakes no advantage. But contract1305 experienced some changes inFeb.27. Market
rumors said that the State ReservesBureau collected rubber once again to prop up spot price, which wasproved to betrue later.
Contract1305 and contract1309 premium shrink sharply, and betting against forward month contract is challenged. Coinciding
with the twosessions, we suggest making decisions onthe basis of the latest news.

View fromthe fundamentals interm of supply and demand, bondedwarehouse inventory hita new recordhigh. Most tirefactories
came into operation after the Spring Festival, but they only buy rubber when immediate demand occurs. What is worse, demand
for tire also presents to besmall. Therefore, warehousing situation inthe Free Trade Zone keeps severe. Besides, cargoes From
March to May are available at any time, which further suppresses the up-trend of rubber price. On the other hand, Chinese
purchasers are high on buying goods, causing there being great quantities of cargoes arriving at port in succession, which
contributes to theextension of over-supply situation. Meanwhile, delivery inventories at SHFE is piling up and up, suppressing
the rebound of rubber price. At present, theurgent needto digest inventorieswill press alot on themarket. Future market situation
still instills littleoptimism, and moredrops can beseen as themain trend inMarch.

Part V Postscript

At the timethat you gethold of thisFebruary issue inlate March, ChinaRubber Annual Conference must benear at hand and the
market situation will be unraveled soon. Our forecast on market situation inearly March will also become meaninglessand its
reference value will shrink a lot. In view that March's being yet to finish makesthe March issue still unavailable by then, the
whole staff of editorial boardhas discussed and decided to encloseour second quarter outlook with thisissue to keepits original
reference value. May it can enlightenyou on marketjudgment.
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In early March, Shanghai rubber dropped to RMB24000. Whether this supporting level can be broken absorbed wide market
attention. Thanksto the strong propping function of this level, Shanghai rubber lingered hereas long as7 days without rebound,
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after which itdropped sharply toRMB22405 within 3trading days, whichindicated the obviousweak market situation.
For about the second quarter market trend, we will analyze in three aspects: the macroeconomy, monetary policy and
fundamentals.

1. The macroeconomy

In the past two weeks, nothing could be moresignificant than China'stwo sessions. Duringthe two sessions, China's leadership
changed its memberssuccessfully, discussed a seriesof significant problemsconcerning national economy and people livelihood
and made remarkable achievements. Premier Li Kegiang administrates the State Council. Hisgoverning concepts in deepening
reform, scientific development, benefiting the livelihood of the people and some other contents will beimplemented in future
years. The simple and down-to-earth style of thetwo sessions makes countrymen feel fresh; the exciting fruitful achievements
make China Dreamseem true; and China's prosperous futuremakes investors feel safe and steady. On theother hand, however, the
practical manner of this leadership makesprevious strong expectation on new economic stimulus policy turnto bubbles, which
further leads to the absence of previous market situation played during the two sessions. The domestic macro affects little on
market situation, sodoes it in Europe and America. Therefore, generally speaking, sincethe macro contributeslittle, it can't be
considered as theleading factor inthis certain period. Yet, whether thegovernment will publish new policy isunpredictable, so
we can't getrid of thefactor that thenew government may take stimulus measureslater.

2. Monetary policy

Despite of therepeated news fromthe Federal Reservethat the USwill not retreat from QE recently, the market worry on slack
policy will not vanish absolutely until everything come to a close, which may spread negativeinfluence on market situation at
times. The president of China's central bank indicated during the two sessions that the central bank would continue its sound
monetary policy, which meansthat loose monetary policy will not be taken temporarily. On thewhole, the market liquidity is
turning tight andhas little influenceon recent market situation.

3. Fundamentals

In the macroand monetary policy'sweakened state, thefundamentals may ascendto the prominentfactor here.

According to the latest inventory dataof Qingdao Free Trade Zone, the inventory increased slightly to 358300 tons with its
growing rate much smaller than before, but this can't be considered asan optimistic signal that market situationis turning better.
The abrupt firein Shangshitong warehousein Mar.7 turned three warehousesof rubber thereinto ashes and caused serious |0ss,
after which the Free Trade Zone government and municipal fire-fighting bureau strengthened fire-preventing work and
represented higher request to the enterprisesthere. To meet theregulatory requirements, all storage enterprises beganto inform
their customers to take away their goods piled outside and reduce warehousing quantity at the same time. Influenced, the
inventory increased much slower and may keep this slightincrease for acertain time or even begin to decrease under the strict
government of thesupervision level, which, however, can't be regarded asa signal thatthe goods havebecome less. Itis said that
30000-40000 tons rubber have been at port and arewaiting to beput in storage. According to some freight forwarders, there are
great amounts of rubber piled at port in Qingdao, causing the containerscan't be transportedto certain portsin Thailandin time,
and indirectly resultingin the delay of Thai freighters for about one week. Great quantities of cargoes ordered by some merchants
also arrive at port during Marchand April in succession, whichmay lead thetotal inventory inQingdao to exceed 400000 tonsin
April.

Good weather inproducing area laststill this year. Hainan and Yunnan area in China began totapping rubber treesin March. Itis
said that East Wind plantationwill begin totap in Mar.20. Vietnam is also expected to begintapping in April with advanced wet
season. Northern Thailand will alsojoin the tappingrank soon. Lastyear's left inventoriesand the new rubber press muchon the
market.

From the demand perspective, most tire factories came into operation after the Spring Festival, but they only purchase goods
when immediate demand occurs. What is worse, demand for tire also presents to be weak. From the increasing inventory of
synthetic rubber, we can getthat domestic demandfor tire isstill feeble.

The fundamentals interms of both supply and demand present immense pressure, which will further drag the market down to a
lower position.

In conclusion, Shanghai rubber's dropping more than 5000 points by nearly 20% in just oneand a half month after the Spring
Festival reflected not only the weak fundamentals after the macro influence got powerless but also the market expectation.
However, since the market has not digested the concerning factors during the rapid drop, Shanghai rubber is expected to
experience a rebound to challenge RMB24000. If no significant bull news comes out in macro, the rebound will stop at
RMB24000 (not morethan RMB24500), after which the fundamentalswill continue to dominate the marketto extend inlow. It
may break RMB22000and challenge thesupporting level of RMB20000 in thesecond quarter.
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