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January 24, 2011

TRIM Commodities Comments
Hot Coal Outside, Colder Inside

The sea borne coal market has been a hot issue since the beginning of the year as
the worst Queens land flood in 50 years pushed international coal prices to post
crisis highs, while the domestic coal market has been haunted by negative noise
amplified through the media when PLN asked its coal suppliers regarding pricing
settlement for 2011 coal delivery. PLN demanded to use 4Q10 average coal price
of around USD95-97/ton, while its suppliers is arguing for the current benchmark
price of USD130/ton. Assuming PLN 2011 coal demand of 55mn tons and roughly
USD15/ton coal price difference, government will have to fork out another Rp7.4tr
to subsidize the nation's electricity needs this year.

We are generally skeptical that ID government's statement last Thursday (2011 01
20) on the export ban of low rank coal in 2014 will be executed, citing reasons
explained in our previous notes (2011 01 21 Trim Notes: Restriction on Exporting
Low-Rank Coal, Will It Be Truly Happened?) judging from (1) Indonesia's coal
production and reserve profile, (2) slow execution in sector related infrastructure
investment, and (3) commercially unproven coal upgrading technologies. Do be
reminded that (4) Indonesia needs coal exports to fund its trade balance and
overall economic growth.

In view of the above two news, PTBA is at the highest risk of derating. Currently
the most expensive coal exposure in Indonesia, PTBA has the highest percentage
of low rank reserve and coal sales to PLN.

Commodity Wrap: Hot Coal Outside, Colder Inside

Oil: Price Fell After Reaching 27 Months High Last Week

Crude oil fell under USD90/barrel in the weekend to close USD89.1/barrel, declining
2.7% WoW amidst expectations that China will take more aggressive steps to slow its
economic growth. Investors are worried that the current policy tightening in China
maybe intensified and prolonged. Crude oil reached its 27 months high last week
after IEA reported improved global demand outlook and that inventory in the US may
slack due to the shutdown of Trans Alaska Pipeline.

Coal: Queensland's Coke Output to Drop, Expect Price Remains at High Level

Queensland facing the worst floods in 50 years has cut its annual coking coal output
forecast by 10.5%. Coking coal output in the 12 months ending Jun'11 is forecasted to
be 177mn tons vs. 198mn tons previously estimated. Meanwhile, government also
expects the sector to take as long as 3 months for mining activities to normalize.
Overall conditions improved this week with several train lines and coal miners back
operating, obviously not at full capacity. But with more rain forecasted and general
infrastructure damage, risks exist in the of global coking coal supply. We continue to
expect benchmark coal price to remain elevated for sometime.

TRIM Research is also available on : FirstCall.com, Reuters Knowledge for Investment Management website and securities.com
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Coal: China's Import Expected to Drop in 1Q11

China's coal imports hit a monthly record in Dec'10 when shipments reach 17.4mn tons, 6.0% YoY
higher. However, generally comfortable inventory levels, and a lack of arbitrage opportunities
between local coal and (currently high) international prices will inhibit this import growth. As
such, we expect total Chinese import volume to decline in this 1Q11 period.

Metals: Both Tin and Nickel Keep Outperforming Base Metals

After a great year in 2010, Tin continue to outperform in 2011, up 2.8% WoW on mounting
concern that global supplies will trail demand. Wet weather is creating supply issues in Indonesia,
the world's largest tin supplier. On the other hand, nickel price also increase 1.8% WoW, gaining
6.3% since beginning of the year, on signs of increasing consumption in China.

CPO: Indonesian Palm Expansion Will Be Hampered in 2011, In Line With Our Expectation

Indonesian Palm Oil Producers Association (GAPKI) as reported on local newspaper said that due
to Norwegian Moratorium, increasing export taxes, and unclear forest spatial regulations will
slow expansion amongst Indonesian planters to add only another 200k-250k ha in 2011. This is
half of the optimum rate expansion estimated at 500k ha/yr. The problem is worsened as ID
government reported to extend the Moratorium coverage from primary forest (only originally)
to include secondary forest and even the APL forest (Area Penggunaan Lain).

Source Bloomberg
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DISCLAIMER

This report has been prepared by PT Trimegah Securities Tbk on behalf of itself and its affiliated companies and is provided for information
purposes only. Under no circumstances is it to be used or considered as an offer to sell, or a solicitation of any offer to buy. This report has been
produced independently and the forecasts, opinions and expectations contained herein are entirely those of Trimegah Securities.

While all reasonable care has been taken to ensure that information contained herein is not untrue or misleading at the time of publication,
Trimegah Securities makes no representation as to its accuracy or completeness and it should not be relied upon as such. This report is provided
solely for the information of clients of Trimegah Securities who are expected to make their own investment decisions without reliance on this
report. Neither Trimegah Securities nor any officer or employee of Trimegah Securities accept any liability whatsoever for any direct or
consequential loss arising from any use of this report or its contents. Trimegah Securities and/or persons connected with it may have acted upon
or used the information herein contained, or the research or analysis on which it is based, before publication. Trimegah Securities may in future
participate in an offering of the company's equity securities.


