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Rechargeable Batteries

(OVERWEIGHT)
Dialogue with the market #63: Lithium price slump

¢ Lithium futures prices have, unexpectedly, fallen sharply in September.

* Two key factors appear to have driven the correction: Shanghai Metals
Market’s upward revision to reported lithium inventories and signs that
China’s ESS expansion is slowing.

¢ Until peak-season demand and a lithium-price recovery are confirmed, we
recommend maintaining a cautious stance.

WHAT’S THE STORY?

Introduction: In this issue of our Dialogue with the market series, we examine
September’s unexpected lithium price correction and its implications. Lithium
futures rallied in August on expectations of sustained demand—particularly from
China’s ESS sector—amid low inventories and delayed restarts at key mining
operations. This optimism also fueled a rally in Korean rechargeable battery stocks.
The sharp reversal in September was therefore unexpected and warrants a closer

look at the sector’s investment outlook.

September’s unexpected lithium futures correction: After rebounding in
August, lithium carbonate futures fell around 16%, from CNY160,000 per tonne on
Sep 2 to CNY134,000 per tonne by Sep 14. By contrast, Komis-reported prices fell
just 3% over the same period. China accounts for 60-70% of global lithium demand
and is the world’s largest importer and refining hub, meaning domestic price
movements have a strong bearing on cost, insurance, and freight prices in overseas
markets. Volatility in SunSirs futures, which track China’s domestic prices,

therefore warrants close attention.

(Continued on the next page)
Lithium prices: Futures vs spot (past 3 months)

Futures price (CNY/kg)* Spot price (USD/kg)**
Jun 16 170.0 2161
Sep 2 160.0 2045
Sep 11 135.0 19.85
Sep 14 1347 19.85
Price chg (Sep 2-14) -16% -3%

Note: *Sunsirs data; China domestic distribution price (inc 13% VAT), applied on a like-for-like basis;
**Komis data; CIF China, global import price (ex VAT)
Source: SunSirs, Komis, Samsung Securities
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Two factors appear to have driven this month’s correction. First, Shanghai Metals Market (SMM), a
leading global evaluator of non-ferrous metals and battery materials, revised its lithium inventory
methodology on Sep 3, resulting in an abrupt 90,000- to 100,000-tonne increase in reported
inventories. Second, reports have emerged of a slowdown in China’s ESS expansion plans, alongside
unconfirmed reports that CATL has scaled back its September production targets.

Background (1)—SMM’s inventory revision a statistical change, not a supply shock: On
Sep 3, SMM announced a revision to its weekly lithium carbonate inventory methodology, effective Sep
4. The revised methodology expanded the scope of reported inventories to include previously excluded
sources, including downstream traders, cell manufacturers, lithium extracted from bauxite slag,
tungsten ore byproducts, and spent electrolytic aluminum residues. As a result, reported weekly
inventories jumped from 70,000 tonnes to 169,000 tonnes. While this was a statistical change rather
than an actual supply increase, the abrupt revision triggered a shift in market sentiment. With lithium
futures having climbed to CNY160,000 per tonne in early September following the sharp August rally,
the higher inventory figures provided bearish traders with a catalyst to initiate or add to short positions.

Lithium futures prices Lithium spot prices*
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Source: SunSirs Note: *99.5% min CIF China
Source: Komis

Background (2)—ESS expansion slowdown and CATL production rumors: On Sep 11,
the Shanghai Securities News reported that Chinese authorities were delaying or suspending approvals
for new ESS battery projects still in the planning stage, while projects already approved or under
construction remained unaffected. The move follows warnings to manufacturers earlier this year over

potential overcapacity.

Separately, unconfirmed local reports suggested that CATL had cut its September production targets
by 5%. This reinforced concerns over weakening demand, although CATL has not officially confirmed

the adjustment and no other major Chinese battery makers have reported similar cuts.
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Key implications for Korea’s rechargeable battery industry—Near-term share-price
pressure from lithium volatility: Investors had expected lithium prices to establish a firmer trend
in 2H, supported by sustained inventory drawdowns® and a seasonal improvement in demand.
September’s sharp decline in lithium futures prices has instead heightened investor unease. However,
recent feedback from key producers Gangfeng Lithium and Tiangi Lithium suggests that seasonal
demand is materializing, with order books remaining tight. This indicates that the factors behind the
recent futures correction—including speculative positioning and short-term trading—do not yet point
to a fundamental weakening in underlying lithium demand.

For now, market participants are closely watching for whether a futures price rebound can restore
investor sentiment, and whether actual lithium demand remains robust during the traditional
September-October peak season. At this time, Korea’s rechargeable battery industry faces an additional
headwind from won appreciation against the US dollar, which could weigh on earnings. Given these
twin pressures, we recommend maintaining a cautious near-term stance, as share prices are likely to

remain subdued until lithium prices stabilize and peak-season demand is confirmed.

1 Ganfeng Lithium and Albermarle reportedly consider lithium inventories of less than three
weeks to be low
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Compliance notice

- All material presented in this report, unless specifically indicated otherwise, is under copyright to Samsung Securities.

- Neither the material nor its content (including copies) may be altered in any form, or by any means transmitted, copied, or distributed to another party, without
prior express written permission from Samsung Securities.

- This memorandum is based upon information available to the public. While we have taken all reasonable care to ensure its reliability, we do not guarantee its
accuracy or completeness. This memorandum is not intended to be an offer, or a solicitation of any offer, to buy or sell the securities mentioned herein.
Samsung Securities shall not be liable whatsoever for any loss, direct or consequential, arising from the use of this memorandum or its contents. Statements
made regarding affiliates of Samsung Securities are also based upon publicly available information and do not necessarily represent the views of management
at such affiliates.

- This report has been prepared without any undue external influence or interference, and accurately reflects the views of the analyst(s) covering the company or
companies herein.
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Global Disclosures & Disclaimers

General

This research report is for information purposes only. It is not and should not be construed as an offer or solicitation of an offer to purchase or sell any securities or other financial instruments
or to participate in any trading strategy. This report does not provide individually tailored investment advice. This report does not take into account individual client circumstances, objectives,
or needs and is not intended as recommendations of particular securities, financial instruments or strategies to any particular client. The securities and other financial instruments discussed
in this report may not be suitable for all investors. The recipient of this report must make its own independent decisions regarding any securities or financial instruments mentioned herein
and investors should seek the advice of a financial adviser.

This report may not be altered, reproduced, distributed, transmitted or published in whole or in part for any purpose. References to "Samsung Securities" are references to any company in
the Samsung Securities, Co., Ltd. group of companies.

Samsung Securities and/or other affiliated companies, its and their directors, officers, representatives, or employees may have long or short positions in any of the securities or other financial
instruments mentioned in this report or of issuers described herein and may purchase and/or sell, or offer to purchase and/or sell, at any time, such securities or other financial instruments
in the open market or otherwise, as either a principal or agent. Any pricing of securities or other financial instrument contained herein is as of the close of market for such day, unless
otherwise stated. Opinions and estimates contained herein constitute our judgment as of the date of this report and are subject to change without notice.

The information provided in this report is provided "AS IS". Although the information contained herein has been obtained from sources believed to be reliable, no representation or warranty,
either expressed or implied, is provided by Samsung Securities in relation to the accuracy, completeness or reliability of such information or that such information was provided for any
particular purpose and Samsung Securities expressly disclaims any warranties of merchantability or fitness for a particular purpose. Furthermore, this report is not intended to be a
complete statement or summary of the securities, markets or developments referred to herein.

Samsung Securities does not undertake that investors will obtain any profits, nor will it share with investors any investment profits. Samsung Securities, its affiliates, or any of its and their
affiliates, directors, officers, employees or agents disclaim any and all responsibility or liability whatsoever for any loss (direct or consequential) or damage arising out of the use of all or any
part of this report or its contents or otherwise arising in connection therewith. Information and opinions contained herein are subject to change without notice. Past performance is not
indicative of future results. Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned in this report. For investment
advice, trade execution or other enquiries, clients should contact their local sales representative. Any opinions expressed in this report are subject to change without notice and may differ
or be contrary to opinions expressed by other business areas or groups of Samsung Securities. Any analysis contained herein is based on numerous assumptions. Different assumptions
may result in materially different results. Samsung Securities is under no obligation to update or keep current the information contained herein. Samsung Securities relies on information
barriers to control the flow of information contained in one or more areas or groups within Samsung Securities into other areas or groups of Samsung Securities. Any prices stated in this
report are for information purposes only and do not represent valuations for individual securities or other financial instruments. Samsung Securities makes no representation that any
transaction can or could have been effected at those prices and any prices contained herein may not reflect Samsung Securities' internal books and records or theoretical model-based
valuations and may be based on certain assumptions. Different assumptions by Samsung Securities or any other source may yield substantially different results. Additional information is
available upon request.

For reports to be distributed to US:

Securities research is prepared, issued and exclusively distributed by Samsung Securities Co., Ltd., an organization licensed with the Financial Supervisory Service of South Korea. This
research may be distributed in the United States only to major institutional investors as defined in Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended, and may not be
circulated to any other person otherwise. All transactions by U.S. investors involving securities discussed in this report must be effected through Samsung Securities (America) Inc., a broker-
dealer registered with the U.S. Securities & Exchange Commission and a member of the Financial Industry Regulatory Authority/SIPC, and not through any non-U.S. affiliate thereof. The
analysts listed [on the front of this report] are employees of Samsung Securities Co., Ltd., or a non-U.S. affiliate thereof, and are not registered/qualified as research analysts under applicable
U.S. rules and regulations and may not be subject to U.S. restrictions on communications with covered companies, public appearances, and trading securities held by a research analyst
account.

For reports to be distributed to UK:

This report is not an invitation nor is it intended to be an inducement to engage in investment activity for the purpose of section 21 of the Financial Services and Markets Act 2000 of the
United Kingdom ("FSMA"). To the extent that this report does constitute such an invitation or inducement, it is directed only at (i) persons who are investment professionals within the
meaning of Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001 (as amended) of the United Kingdom (the "Financial Promotion Order"); (i)
persons who fall within Articles 49(2)(a) to (d) ("high net worth companies, unincorporated associations etc.") of the Financial Promotion Order; and (jii) any other persons to whom this
report can, for the purposes of section 21 of FSMA, otherwise lawfully be made (all such persons together being referred to as "relevant persons").

Any investment or investment activity to which this report relates is available only to relevant persons and will be engaged in only with relevant persons. Persons who are not relevant
persons must not act or rely on this report.

For reports to be distributed to Korea:

This report is for private circulation only, not for sale, and is issued and distributed only to persons permitted under the laws and regulations of Korea.

For reports to be distributed to Singapore:

This report is provided pursuant to the financial advisory licensing exemption under Regulation 27(1)(e) of the Financial Advisers Regulation of Singapore and accordingly may only be
provided to persons in Singapore who are "institutional investors" as defined in Section 4A of the Securities and Futures Act, Chapter 289 of Singapore. This report is intended only for the
person to whom Samsung Securities has provided this report and such person may not send, forward or transmit in any way this report or any copy of this report to any other person.

Analyst certification

The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issuers and no part of the compensation of such analyst(s)
was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research report. The analyst(s) principally responsible for the preparation of this
research report receives compensation based on determination by research management and senior management (not including investment banking), based on the overall revenues,
including investment banking revenues of Samsung Securities Co., Ltd. and its related entities and has taken reasonable care to achieve and maintain independence and objectivity in
making any recommendations.

Copyright © 2010 Samsung Securities Co., Ltd.. All rights reserved. This report or any portion hereof may not be reprinted, sold or redistributed without the prior written consent of Samsung
Securities America Inc
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