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FLASH NOTE

Tete Iron Ore: Positive Metallurgical Test Work

Company Statistics

Event
Interim results of metallurgical test work being carried out on vanadiferous titano-
magnetite ore from the Massamba Group prospects within its Tete project:
e Low intensity magnetic separation (LIMS) beneficiation has produced a high
mass yield concentrate assaying 56% iron and 0.7% V20O5.
e Low concentrate grades of titanium (<9%), silica (0.5%) and other
deleterious elements.
e At current market prices, the value per tonne of concentrate is estimated at
US$80 iron plus vanadium credits.
¢ Non-magnetic residue with 22% titanium may be a marketable by-product.
¢ Improved concentrate grades expected from Stage 2 test work, underway.
e Dirilling planned to confirm the extent of mineralization.

Implication

These test results remove a great deal of uncertainty over one of the key technical
hurdles for this project. A 56% iron concentrate is similar to the grades of ore
being rail-transported and then shipped by Rio Tinto from its Robe River project in
Western Australia. The Tete project ore will need beneficiation to get to these
grades (unlike Robe River), but importantly there is a plentiful supply of cheap
power available from the Cahora Bassa hydroelectric scheme with additional
schemes on the Zambezi in advanced planning stages. A coal fired power plant
has also been proposed for Benga. Operating costs are therefore likely to be low.

Transport infrastructure (rail/port) often presents a key barrier to entry for bulk
mining projects such as this. The Tete province is already attracting investment
from mining majors Vale and Riversdale. Most importantly, the railway from Tete to
the deep water port of Beira is being refurbished, as is the port itself. Baobab
estimate that they will need to construct a rail spur with maximum 30km length.

There is important upside from the by-products. Without figures regarding the
extractive metallurgy for the vanadium, this is difficult to quantify. However, we can
say that there is potential to more than double the indicated revenue of
US$80/tonne. The titanium-rich residue will likely, via gravity concentration spirals,
easily be upgradeable to a marketable product. There is also potential to increase
iron ore grade further, and this is being investigated through additional test work.

Tete has always had the potential to be a “company maker” for Baobab - in our
flash note of 18" June we estimated a 500Mt ore potential (based on geophysics).
We believe that these results significantly de-risk the metallurgical issues and that
resource drilling to address this potential is now both justified and a priority.

Valuation

There is an argument for increasing our current US$8m valuation for Tete.
However, with Baobab so clearly undervalued at current prices, we prefer to wait
for more test work and resource drilling in order to undertake a detailed valuation.

Recommendation
For now we maintain our BUY recommendation and share price target of £0.18.

Share Price (GBp) 413
Shares Outstanding (M) 65.1
Warrants and Options (M) 5.0
Fully Diluted Shares (M) 70.1
Market Capitalisation (£M) 2.69
Average Daily Turnover (£ '000) 0.2
Net Debt/(Cash) (£ M) (0.95)
Enterprise Value (£ M) 1.74
52-week High (GBp) 16.75
52-week Low (GBp) 413
Website http://www.baobabresources.com
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Company Summary

Baobab Resources is an exploration company
focused on developing projects in Mozambique.
The company’s main assets include the historic
copper-gold mine at Mundonguara and the grass-
roots iron ore exploration project at Tete.
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Peter Rose — Head of Mining Research

Peter Rose has had 20 years experience in equities as a resources analyst, most recently having spent 11 years with Deutsche Bank in Australia, with previous positions
including three years with Prudential Bache and five years with James Capel. Peter's industry experience includes 16 years as a metallurgist, three years with De Beers
in South Africa, and eight years in the uranium industry, five of which were spent at the Ranger Uranium mine. Peter has a Bachelor of Science in Applied Mineral
Science from Leeds University UK, and a Bachelor of Commerce from the University of South Africa. Peter is a member of the Institute of Mining & Metallurgy and a

chartered engineer.
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Andy Davidson -Mining Analyst

Andy has had over 7 years experience as a geologist in the mining industry. He worked for Ashanti Goldfields on the exploration and development of Geita, one of
the largest new gold mines in Africa of recent years. He was also involved in projects in other parts of Africa and Mongolia. Prior to joining Fox-Davies Capital, Andy
enjoyed a successful 4-year period of self-employment as a commodity-focused analyst and trader. He holds a Bachelor of Science in Geology with First Class
Honours from the University of Southampton and also a Master of Science/DIC from Imperial College London in Mineral Project Appraisal.

T +44 (0)20 7936 5242

E andy.davidson@fdcap.com

Investment analyst certification

All research is issued under the regulatory oversight of Fox-Davies CAPITAL Limited. Each Investment Analyst of Fox-Davies CAPITAL Limited whose name appears as
the Author of this Investment Research hereby certifies that the recommendations and opinions expressed in the Investment Research accurately reflect the
Investment Analyst’s personal, independent and objective views about any and all of the Designated Investments or Relevant Issuers discussed herein that are within
such Investment Analyst’s coverage universe.

Fox-Davies CAPITAL Limited provides professional independent research services and all Analysts are free to determine which assignments they accept, and they are

free to decline to publish any research notes if their views change.

Research disclosure as of 27" October 2008

Company: Baobab Resources plc

Disclosure: 1,2,7,8,9

Investment Research Disclosure Legend:

1. Inthe past 12 months, Fox-Davies Capital Limited or its affiliates have had corporate finance mandates or managed or co-managed a public offering of the
Relevant Issuer’s securities or received compensation for Corporate Finance services from the Relevant Issuer.

Fox-Davies Capital Limited expects to receive or intends to seek compensation for Corporate Finance services from this company in the next six months.
The Investment Analyst or a member of the Investment Analyst's household has a long position in the shares or derivatives of the Relevant Issuer.

The Investment Analyst or a member of the Investment Analyst's household has a short position in the shares or derivatives of the Relevant Issuer.
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As of the month end immediately proceeding the date of publication of this report, or the prior month end if publication is within 10 days following a month end,

Fox-Davies Capital Limited and / or its affiliates beneficially owed 1% or more of any class of common equity securities of the Relevant Issuer.

6. A senior executive or director of Fox-Davies Capital Limited, or a member of his or her household is an officer, director or advisor, board member of the Relevant
Issuer and / or one of his subsidiaries.

7. Fox-Davies Capital Limited makes a market in the securities of the Relevant Issuer.

8. Fox-Davies Capital Limited acts as corporate broker for the Relevant Issuer.

9. Fox-Davies Capital Limited acts as an investment advisor to the Investment Manager of an Investment Fund that may have an interest in the securities of the
Relevant Issuer.

The Investment Analyst who is responsible for the preparation of this Investment Research is employed by Fox-Davies Capital Limited, a securities broker-dealer.

The Investment Analyst who is responsible for the preparation of this Investment Research has received (or will receive) compensation linked to the general profits of

Fox-Davies Capital Limited.

Fox-Davies Capital Limited or its affiliates expect to receive or intend to seek compensation for Corporate Finance services from the subject company in the next six

months.
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Research recommendations

Fox-Davies Capital uses a three-tier recommendation system for stocks under coverage: Buy, Hold, or Sell.
Buy recommendation means that expected total return of at least 15% is expected over 12 months between current and analysts’ target price.

Hold recommendation means that expected total return of between 15% and zero is expected over 12 months between current and analysts’ target price.

Sell recommendation means that expected total return expected over 12 months between current and analysts’ target price is negative.

Disclosure charts

Exhibit 1: Baobab Resources share price.
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Recommendation Summary
Date Recommendation Target Price (f)
17 Dec, 2008 Initiate at BUY £0.18
18 Jun, 2008 Maintain BUY £0.18
04 Aug, 2008 Maintain BUY £0.18
27 Oct, 2008 Maintain BUY £0.18




Disclaimer

This document should not be relied upon as being an impartial or objective assessment of the subject matter and is not deemed to be “objective
research” for the purposes of the FSA rules. The individuals who prepared this document may be involved in providing other financial services to the
company or companies referenced in this document or to other companies who might be said to be competitors of the company or companies referenced
in this document. As a result both Fox-Davies Capital Limited and the individual employees who prepared this document may have responsibilities that
conflict with the interests of the persons who receive this document and you should therefore not rely on this document as being an independent, impartial
or objective view of the value or prospects of the companies and/or investments referred to herein.

This document has been issued by Fox-Davies Capital Limited for information purposes only and should not be construed in any circumstances as an offer
to sell or solicitation of any offer to buy any security or other financial instrument, nor shall it, or the fact of its distribution, form the basis of, or be relied
upon in connection with, any contract relating to such action. This document has no regard for the specific investment objectives, financial situation or
needs of any specific entity. Fox-Davies Capital Limited and/or connected persons may, from time to time, have positions in, make a market in and/or
effect transactions in any investment or related investment mentioned herein and may provide financial services to the issuers of such investments. The
information contained herein is based on materials and sources that we believe to be reliable, however, Fox-Davies Capital Limited makes no
representation or warranty, either express or implied, in relation to the accuracy, completeness or reliability of the information contained herein. Opinions
expressed are our current opinions as of the date appearing on this material only. Any opinions expressed are subject to change without notice and Fox-
Davies Capital Limited is under no obligation to update the information contained herein. None of Fox-Davies Capital Limited, its affiliates or employees
shall have any liability whatsoever for any indirect or consequential loss or damage arising from any use of this document.

This document has been issued and approved for distribution within the United Kingdom by Fox-Davies Capital Limited to investment professionals and
financial institutions.

Investments in general involve some degree of risk, including the risk of capital loss. The services, securities and investments discussed in this document
may not be available to nor suitable for all investors. Investors should make their own investment decisions based upon their own financial objectives and
financial resources and, if in any doubt, should seek advice from an investment advisor. Past performance is not necessarily a guide to future performance
and an investor may not get back the amount originally invested. Where investment is made in currencies other than the investor’s base currency,
movements in exchange rates will have an effect on the value, either favourable or unfavourable. Levels and bases for taxation may change. When we
comment on AIM or OFEX shares you should be aware that because the rules for those markets are less demanding that the Official List of London Stock
Exchange plc the risks are higher. Furthermore, the marketability of these shares is often restricted.

Fox-Davies Capital Limited and/or its associated companies may from time-to-time provide investment advice or other services to, or solicit such business
from, any of the companies referred to in this document. Accordingly, information may be available to Fox-Davies Limited that is not reflected in this
material and Fox-Davies Capital Limited may have acted upon or used the information prior to or immediately following its publication. In addition, Fox-
Davies Capital Limited, the directors and employees thereof and/or any connected persons may have an interest in the securities, warrants, futures,
options, derivatives or other financial instrument of any of the companies referred to in this document and may from time-to-time add or dispose of such
interests. Neither the whole nor any part of this material may be duplicated in any form or by any means. Neither should any of this material be
redistributed or disclosed to anyone without the prior consent of Fox-Davies Capital Limited. Fox-Davies Capital Limited is authorised and regulated by the
Financial Services Authority and is a member of the London Stock Exchange.
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Whitefriars House,
6 Carmelite Street,
London EC4Y 0BS
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