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LME Inventories(metric tons) End-2006 September 28

NASAAC 135,640 120,920

Aluminum Alloy 99,280 71,080

Aluminum 698,425 936,625

Aluminum (Nymex) 21,387 15,928(09/27)
Aluminum (Nymex pieces) 134,698 44 ,538(09/27)

Copper 190,575 130,775

Copper (Comex) 30,915 18,248(09/27)

Nickel 6,594 32,442

Zinc 90,475 61,350

Lead 41,050 22,150

LME Prices(3-mos.ask) August Averages September 28" Officials
NASAAC $2,193.18 = 99.48 cts. $2,250.0 = 102.06 cts.
Aluminum Alloy $2,187.36 = 99.17 $2,215.0 = 100.47
Aluminum $2,578.66 = 116.97 $2,491.5 = 113.01
Copper $7,398.00 = 335.57 $8,070.0 = 366.05
Nickel $27,878.86 = $12.65 $31,600.0 = $14.33
Zinc $3,227.27 = 146.39 $3,051.0 = 138.39
Lead $3,061.64 = 138.87 $3,386.0 = 153.59
Tin $15,231.36 = 690.88 $15,400.0 = 698.53

For the week ending Friday, September 28"

A positive start to the week with the weaker dollar offering fresh buying incentives...that, and constructive
fundamentals are driving lead ever higher while aluminum’s supply/demand picture is far less certain,
hence the relatively softer values...copper, meanwhile, is benefiting from speculative interest and strike
worries...it's weird to think that aluminum is now the “cheapest” commodity being traded on the LME...

At mid-week, LME prices were up across the board with the dollar (again) providing an opportunity to add
to ones position...by days end, however, the complex finished lower as the dollar gained ground...Comex
December copper followed suit, closing 150 points lower @ $3.6140/Ib...November crude oil sold off
initially on higher than expected inventories but finished above $80/bbl on weather-related
concerns...Wall Street powered ahead, ignoring the latest durable goods number and home sales,
perhaps focusing instead on another (hoped for) rate cut in October.

This Week’s Issue Sponsored By...
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This morning (Friday) the LME is off to a mixed start...3-mos. copper is looking to maintain a hold on
$8,000/mt, balancing the effects of a supportive weaker dollar against some of the less than supportive
macro influences that we're seeing...London gold, meanwhile, was last indicated @ $737.90/$738.78 — it
hit a fresh 28-year high earlier...platinum was last indicated at a 10-month high...silver, palladium, and
crude oil all higher...and in New York this a.m., Comex December copper is expected to open on the plus
side...yesterday, the contract closed @ $ 3.6480/Ib, up 3.4 cents -- a 10-week high ...

Macro news...

Housing, of course, commands center stage these days and this week we were treated to Tuesday’s
existing home sales for August as well as Thursday’s new home sales...last week, we saw that housing
starts for August were the lowest since 1995 — single-family starts were at a '03 low...

No surprise but existing home sales fell again in August (six straight months) and the supply of existing
homes increased — highest in 18 years...the median price of an existing home also fell...gads...also on
Tuesday, September’s consumer confidence fell to its lowest in nearly two years (surprise, surprise)...

New home sales for August came out yesterday and, as expected, disappointed: sales fell 8.3%, the
lowest level in seven years...the median price was also lower (-7.5% vs. last year)...all this grim news
takes away the fact that the U.S. economy grew at a very respectable 3.8% in the QIl — without housing,
real GNP grew at 4.6%! Growth was led by exports and business investment...

This morning we’ll be paying attention to construction spending and the important Chicago PMI which
precedes next week’s (very important) ISM Index...the Chicago PMI has a 91% correlation with the
national ISM...just so you know, the ISM report is a national survey of purchasing managers in the
manufacturing sector covering such indicators as new orders, production, employment, inventories,
delivery times, prices, export orders, and import orders...it's a biggie as indicators go...

Ferrous and Stainless Steel...

Although settled, it’s still early to gauge the brief impact of the UAW strike against GM — other than to
note that the auto manufacturer is the largest single steel consumer...the fact is that neither side could
afford a lengthy strike hence the relatively quick resolve...

October’s auto bundle awards came out Thursday afternoon and the early guess this week was for little
change with a modest upside bias...the AMM Factory Bundle Index was, unfortunately, not available to
us this morning as we e-mailed the issue...(we hate when that happens.)

In other ferrous pricing news, Iron Age’s No.1 HMS composite for this week was placed @ $266.17/gross
ton, little changed over the course of the month...our friends at RMDAS has No.1 @ $269 as September
ends — that's up $13 from a month ago and in line with other published indicators...

And on the finished steel side, we note that this week’s SteelBenchmarker is reporting firmer numbers for
spot HR @ $523/st — that's up a few bucks from two weeks ago...

Michael Locker, Locker Associates, offered a heap of data and interesting insights at last week’s Ferrous
Roundtable in Chicago...looking first at China, his data pointed to an annual production rate this year of
some 482 mmt, with exports reaching 77 mmt (last year China exported 49.2 mmt.) Locker, however, did
not believe that China will flood the global steel market...

Turning next to the domestic steel market, Locker anticipates a price “rebound” by early QIV with HR caoill
reaching $600/st...looking even further ahead, and specifically at ferrous scrap, Locker sees global scrap
demand by 2017 exceeding the supply of obsolete material resulting in relatively high prices coupled with
“intense price spikes.”

Other speakers at the program included: Drew Luntz, Ferrous Processing and Trading; James Wroble,
Steel Dynamics; and Dennis Wilmot, WT&L Corp. Peter Kramer, The Greenfield Recycling Co.,
moderated the session entitled, “Ferrous Factors in '07: It's More Than China.” But is it?

Copies of the Ferrous Roundtable presentations can be found at: http://www.isri.org/presentations
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Latest 11SI data through August confirmed Locker’s production estimate for China...for this year, globally,
production could well reach 1.30 billion mt, up 7% over last year...

U.S. imports of steel, meanwhile, fell last month — YTD, imports were 21.5 mmt. down 24%...for all of
2007, the U.S. imported 41.1mmt...analysts see this trend continuing with China’s share of total imports
(around 14%) also trending lower...

Nonferrous...

Copper’s path “downward™? At last week’s Copper Roundtable, speaker John Mothersole, Global Insight,
offered a tentative view of the red metal during the lengthy, informal Q & A program...while not willing to
commit to a hard number for next year, the trend, he said, was negative compared with today’s market
with the LME expected to trade under the $6,000/mt level in 2008...

This year’'s Copper Roundtable theme was entitled “Is it Only About Supply?” and speakers talked around
the issue, commenting on copper’s broader fundamental picture. Industry speakers included: John Gross,
Scott Brass; Gerd Hoffman, Norddeutsche Affinerie; and Philip Zeid, Universal Scrap Metals. Michael
Friedman, Scrap and Waste was the program moderator.

At the start of this year most forward-looking analysts were again assuming that refined copper supply
could very well outpace demand because of anticipated slower consumption prospects for this year and
increased refined output compared with 2006 (See: Scrap magazine, Jan/Feb 2007 issue.) It now looks
that global copper will again come up short — and by a lot, according to the latest data from the WBMS
and the ICSG. It also suggests that earlier price forecasts that were bravely offered as last year ended will
come up on the low side (the January 2007 Reuters survey, for example, came up with a 2007 average of
$2.81/Ib.) So, copper may not be “only” supply driven, but it's certainly very much “about” supply and it
continues to be routinely overestimated...as for demand, China has more than made up for drop-off in the
domestic market...

And as non-committal the speakers were on prices at the copper program, the Aluminum Roundtable also
offered little in the way of near term or future price direction. Speaker Bill Peluchiwski, Houlihan, Lokey,
Howard & Zukin, adroitly sidestepped a price forecast, noting only that he did not see prices “going much
lower” from current levels and that he was admittedly bullish on aluminum...panel members also offered
their views on silicon metal and imports...

Peluchiwski was joined by: Joel Fink, Allied Metal Company; Michael Mahan, JL French/Allotech; and
Bair Stewart, JW Aluminum Company. Stephen Moss, Stanton A. Moss, moderated the morning session
that focused on “Aluminum in Balance.”

Copies of Peluchiwski’s presentation can be found at: http://www.isri.org/presentations

GM’s relatively quick settlement with the UAW means little in the way of severe market disruption for
those most directly affected...for secondary aluminum smelters, it means that alloy prices will stay about
where they are today @ $1.06 - $1.08/Ib, delivered...as for scrap, figure old sheet and cast @ 74 — 75
cents, respectively...turnings @ 76 cents...painted siding @ 75 cents and MLCs @ 79 — 80 cents — the
same a what mills are said to be paying...

Moving on...

Lead en route to a new record? Sure thing...yesterday’'s LME 3-months contract traded to a new all-time
high of $3,520/mt, easily eclipsing July’s $3,500...supporting the market then and now are on-going
supply side concerns, hamely, production/shipment problems in Australia compounded by lower net
exports from China, thus constraining the global flow of refined metal as Western seasonal demand is
about to pick up in earnest...ILZSG has the market in deficit by some 27,000 tons through the first six
months...current domestic premiums for soft lead figured at either side of 7 cents above LME cash
delivered...Barclays Capital is looking at a short term target price of $4,000/mt...wow.

Pulp and Paperstock...
As September winds down, most packers see a “steady as she goes” demand environment for OCC,
ONP and mixed scrap paper as linerboard mills here and abroad gear up production over the final months
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of 2007...a closer examination of the domestic market, however, only reveals a “fair’ response with
respect to fresh buying for bulk grades as prices look to firm in October...it's all about China with OCC
commanding $170+/st delivered to West coast piers, and $160 in the East...adding to the mix are the
higher container rates from Europe to Asia thereby making the domestic market all the more attractive to
Chinese buyers...

Here’s a quick look at what China (plus Hong Kong) has bought so far this year:

JAN FEB MAR APR MAY JUN JUL ‘
Scrap Grades

|
(metric tons) ‘

l Mixed Paper 379,149 349,049 345,239 380,461 386,182 326,751 342,552 ’
| Corrugated 239,186 195,098 205,299 182,125 224,875 208,029 163,837 ‘
| Other 121,840 79,465 108,021 82,639 119,203 85,918 102,170 ‘
| Newsprint 115,380 104,832 94,720 84,860 106,397 104,689 85,450 ’
| Pulp Subs 44,776 31,834 37,612 33,854 35,358 38,485 36,254 ‘
l Hi-grade Deinking 12,846 13,004 6,375 3,067 3,519 7,251 8,227 ‘

|
Totals 913,177 773,282 797,266 767,006 875,534 771,123 738,490 ‘

Total World | 1,483,809 | 1,297,362 | 1,376,623 | 1,345,677 | 1,541,808 | 1,382,143 1,360,724‘

China’s Share 61.5% 59.6% 57.9% 57% 56.8% 55.8% 54.3% ‘

Wall Street Report...

At the close on Thursday, the Dow Jones Industrial Average rose 34.79 to 13,912.94. The S&P 500
added 5.96 to 1,531.38, and the Nasdaq Composite Index gained 10.56 to 2,709.59, putting it within half
a percentage point of its 6%2-year high. On the New York Stock Exchange Thursday, 2,215 stocks rose
and 1,078 declined, on volume of 1.18 billion shares traded on the exchange. The benchmark 10-year
note added 12/32, or $3.75 for every $1,000 invested, to yield 4.575% Thursday. The 30-year bond was
up 29/32, yielding 4.838%. The dollar was mixed. The euro was at $1.4147 from $1.4125 against the
dollar late Wednesday. The dollar was at 115.65 yen from 115.55 yen late Wednesday.

ISRI's Eye on Equities:

Company Name Symbol Last Trade 52-Week Range

ALCOA INC AA 39.00 26.39 48.77
ALCAN INC AL 99.92 38.32 99.99
CATERPILLAR INC CAT 77.47 57.98 87.00
COMMERCIAL METALS CO CMC 32.44 19.79 37.15
CARPENTER TECH CRS 132.41 96.38 149.95
CARAUSTAR INDUSTRIES, INC. CSAR 4.01 3.20 11.00
FREEPORT MCMORAN FCX 106.80 47.60 110.60
GERDAU AMERISTEEL GNA 12.06 8.11 16.50
INDUSTRIAL SERVICES OF AMERICA, INC. IDSA 10.90 5.01 18.19
METALICO, INC MEA 9.34 3.40 9.28
METAL MGMT INC MM 55.60 26.30 56.50

ARCELOR MITTAL MT 78.55 33.90 78.45
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NORSK HYDRO NHY 42.05 20.93 43.84
NUCOR NUE 60.54 41.62 69.93
QUANEX NX 48.02 29.15 55.51
SCHNITZER STEEL INDUSTRIES, INC. SCHN 72.51 30.05 71.98
SIMS GROUP LTD SIMYY 117.25 59.40 117.25
SONOCO PRODUCTS SON 30.05 29.65 44.91
SMURFIT-STONE CONTAINER CORPORATION SSCC 11.48 8.85 17.85
STEEL DYNAMICS, INC. STLD 46.91 23.89 49.75
TIMKEN CO TKR 37.23 27.43 38.25
TREX CO INC TWP 10.65 10.36 27.70
UNIVERSAL STAINLESS & ALLOY PRODUCTS USAP 41.07 21.56 54.17
UNITED STATES STEEL X 106.04 54.18 127.26

This Week’s Quote: “If you live long enough, the venerability factor creeps in: first, you get accused of
things you never did, and later, credited for virtues you never had.” — I.F. Stone

This Week’s Thought: Between the wish and the thing, life lies waiting.

This Week’s Groaner: One day, a priest and a teacher of mathematics were walking past a school...
Suddenly, out of a second story window falls a trigonometry textbook. When it hits the ground in front of
the pair, it falls open to the section detailing the ratio of the opposite side from a given angle of a right
triangle and the hypotenuse. The math teacher falls to his knees and the priest looks down and asks,

"What are you doing?" "Praying," responds the teacher, "can't you see it's a sine from above?"

This Week’s Issue Also Sponsored By...

(CAR LOGGER

Visit our website www.aljon.com

KEEPING IT SIMPLE, BUILDING IT STRONG
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