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Aluminum Prices Surge as UK and US Impose Sanctions on Russian Metals

Key highlights Report date: 16.04.2024

The London Metal Exchange (LME) saw a record high in aluminum prices as a result of US and UK sanctions
banning the delivery of Russian supplies from Friday. The sanctions intend to deter President Vladimir Putin from
financing his warfare. Yet, the sanctions have created a great level of uncertainty in the commodities markets.
Aluminum increased by as much as 9.4%, the highest since the contract's current version was introduced in 1987.
With the nickel rising as much as 8.8%, brokers are preparing for a significant disruption in the supply chain. Fears
that the sanctions would limit Russian supplies to the Western markets drove the immediate price action.
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Impact on the listed counters on the CSE

The ban on Russian metals such as aluminum and copper could disrupt global supply chains, potentially causing
delays or shortages in Sri Lanka's import of these metals. This could impact industries like construction,
manufacturing, and infrastructure development, leading to increased input costs and project delays. Of the listed
counters, manufacturing companies particularly engaged in the construction sector could see a negative impact
due to higher input costs. Some of the counters that are exposed are ACL, SIRA, KCAB, ALUM, ALUF, LALU, and
PARQ. The higher input costs could potentially squeeze profit margins of these companies unless they can pass
on the increased costs to consumers through higher selling prices. Further, higher product prices could dampen
consumer demand for goods manufactured using base metals, which could negatively affect companies' revenues
and profitability. On the other hand, the disruptions in the global supply could lead to delays in completing
manufacturing orders, further dampening the volumes. This could lead to higher operating leverage in
construction companies. Given below is a description of the construction counters that are exposed to this risk.

Company Products

ALUM.N Manufactures aluminum doors, windows, curtain walls, building systems, shop
fronts, partitions, handrails, aluminum pipes and solar mounting systems

LALU.N Manufactures aluminum doors and windows

ALUF.N Offers aluminum windows, doors, and facades

PARQ.N Produce aluminum doors, windows, kitchen cabinets, curtain walls, shop fronts and
partitions by its subsidiary Swisstek Aluminium

ACL.N Produces over 250 types of cables (aluminum & copper) and aluminum blade fans

KCAB.N Manufactures electric cables and fans

SIRA.N Manufactures electric cables




FLASH NOTE AMBLEON

SECURITIES

Base metal imports in Sri Lanka

Sri Lanka Base Metal Imports (USD)

In February 2024, Sri Lanka imported base metals 10

valued at USD 32.5 Mn, representing a 129% increase 80

compared to the previous year and a 28% decline go

compared to the previous month. Base metal imports |
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from the USA, UK, Australia, New Zealand, and
Canada. (UN Comtrade)

Russia’s position in the metal market

According to LME data for March 2024, the available
aluminum stocks in warehouses registered with the
London Metal Exchange were 91% Russian-origin. This
figure remained constant from the previous month.
Certain producers, who compete with Russia's Rusal
(one of the world's largest aluminum producers, based
in Russia), and some Western consumers, who have
shunned Russian metal since Moscow's invasion of
Ukraine in 2022, have expressed concern about the
high percentage of Russian-origin metal in LME
inventories. According to the LME, the proportion of
Russian-origin copper stocks increased to 62% in
March from 52% in February and the proportion of
Russian nickel increased to 36% from 35% in the same
time frame.

Source: CBSL

Russia Accounts for More than 90% of LME Aluminum Stocks

LME on-warrant aluminum inventories of Russia 1gir Rest of world

600K tons

Bloomberg

Source: Bloomberg
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DISCLAIMER

Ambeon Securities has taken reasonable steps to ensure the accuracy and reliability of the information presented in this Report. While
we strive for accuracy, we do not guarantee the completeness or correctness of the information. The information may be subject to
change without notice, and Ambeon Securities is not obligated to update or revise the Report after its initial publication. Any updates or
revisions will be made at the sole discretion of Ambeon Securities.

Ambeon Securities, its employees, and affiliates shall not be held liable for any direct or indirect loss or damage that may arise from the
use of the information contained in this Report. This includes, but is not limited to, financial losses, lost profits, direct, indirect, incidental,
punitive or any other consequential damages.

The information and opinions presented in this Report are for informational purposes only and should not be construed as any offer,
investment advice, a recommendation to buy or sell any securities, or an endorsement of any investment strategy. Ambeon Securities
does not provide personalized investment advice, and you should consult with a qualified financial advisor before making any investment
decisions. This Report may contain forward-looking statements that involve risks and uncertainties. These statements are based on our
current expectations and assumptions and are subject to various factors that may cause actual results to differ materially from those
expressed or implied in the Report.

This report does not take into account the specific financial situation, investment objectives, or risk tolerance of individual readers.
Consequently, investments discussed in this report may not be suitable for all investors. Each reader is responsible for determining the
suitability of any investment based on their own circumstances.

Ambeon Securities, its employees, and affiliates may have financial interests in the securities mentioned in this Report. These interests
may change without notice, and such positions may have an impact on the opinions expressed in the Report.

This Report is intended solely for the use of the recipient and may not be reproduced, redistributed, or otherwise disseminated to any
other person or entity without the express written consent of Ambeon Securities. All rights, including copyright, are reserved.

Investing in securities involves risks, including the risk of loss of principal. Past performance is not indicative of future results, and the
value of investments may go up or down. These risks may include, but are not limited to, market risk, liquidity risk, credit risk, geopolitical
risk, and other factors that can impact the performance of investments.

By accessing and reading this Report or downloading the report electronically, you acknowledge and agree to the terms and conditions
outlined above. If you do not agree with these terms, please refrain from using this Report. Ambeon Securities assumes no responsibility
for any unauthorized use of this Report or its contents.
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