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"We are in the capitulation phase ... it's very
dangerous, everyone is getting out, it's just like (the

selloff in) gold," said Christopher Potts, head of economics and strategy at CA Cheuvreux.

"They (investors) are all defensive at the moment, none of them are prepared to take risk. We need a bit of time to

get through this."

The pan-European FTSEurofirst 300 index provisionally closed down 0.7 percent at 1,174.23 points.

The broader STOXX 600 also lost 0.7 percent, to 290.28 points, moving below technical support at the 50-day
moving average and into the bottom half of the 283.40 to 298.90 range held since January.

"I think we can hold in the same range that we've had since January for another month," said Valerie Gastaldy,
technical analyst at Day By Day. "It's still more of a consolidation phase ... There are many different things
happening together - miners are very, very weak, but on the other hand utilities and telecoms have been doing

well."

Utilities and healthcare were the only two sectors in the black, boosted both by their defensive characteristics and
by talk of global merger and acquisitions activity in the two industries.

Among the miners, the two biggest fallers - Fresnillo and Polymetal - were from the top three of the most

expensive companies in the sector based on the price-to-book ratio, according to Thomson Reuters StarMine

data.

They trade on, respectively, 6.3 and 2.8 times their current book value against the sector average of 1.6 times.

Citi, which rates both stocks 'sell', downgraded price targets on them and other miners to reflect its lowered
expectations for metals prices. The bank cut its next year gold price view by around 13 percent to $1,435 an

ounce.

"We maintain our bearish stance on the European Metals and Mining sector; we believe that value is 10-15
percent below where the sector is today and we are looking at dividend yield as the line in the sand," Citi's

analysts said in a note.

JP Morgan also reiterated its negative call on miners, describing the sector as its "key short".

Top analysts have cut next year's earnings forecasts for STOXX 600 metals and mining companies by 3.6
percent in the past 30 days, making it the third-weakest industry group after hotels and restaurants and road and

rail, StarMine SmartEstimates show.

Across sectors, forecasts for European companies have been cut by an average of 0.7 percent, with earnings
now seen up 13.1 percent next year, though any signs of weakness in first-quarter results could see those

revisions accelerate.

(c) Copyright Thomson Reuters 2013. Click For Restrictions - http:/about.reuters.com/fulllegal.asp
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