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HK & China stocks retreated on tighter margin rules, IPOs

HSI Weekly Movement Weekly Market Statistics
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Review & Outlook of Market Performance

The “Sell in May” mantra worked at the beginning of May as Mainland and Hong Kong stocks finally saw
pullback following the strong rally in April. A-share markets suffered their biggest loss in nearly four months
on Tuesday, with the Shanghai Composite Index shedding 4.1%, due to a combination of concerns over
tougher margin trading rules, a fresh wave of IPOs and speculation of a hike in stamp duty on stock trades.
Despite a chorus of upbeat official media commentaries that declared the bull market was not over, the
Hang Seng Index extended Tuesday's downtrend and fell another 114 points and 350 points on
Wednesday and Thursday respectively. Sentiment turned more soured after Morgan Stanley downgraded
the MSCI China Index from overweight to equal-weight, the first downgrade of the index since November
2008. Nevertheless, Hong Kong stocks staged a meaningful rebound on Friday, helped by reports the
Chinese government had approved the Shenzhen-Hong Kong stock link. Investors also bottom-fished
stocks on anticipation of more stimulus measures after the release of worse-than-expected Chinese trade
figures (exports down 6.4% y-0-y and imports down 16.2% y-0-y). Over the week, the Hang Seng Index fell
555.66 points or 1.98% w-o0-w to 27,577.34, while the HSCEI dropped 2.64% w-0-w to 14,049.66. Daily
average Mainboard turnover was HK$158.7 billion, down from HK$173.8 billion in the previous week.

On the local economic development front, Hong Kong retail sales declined 2.9% by value in March from a
year earlier, underscoring the impact of a drop in mainland tourists following protests over parallel traders.
Meanwhile, the two flagship malls of Wharf Holdings (0004), Harbour City and Times Square, saw their their
respective sales in April falling 17% and 12% respectively in March, due to fewer mainland visitors.
Nevertheless, the worst is not yet over as Beijing tightened visa rules for Shenzhen residents in April. The
real impact of the policy is expected to emerge in the coming months.

Market sentiment is likely to revive following the strong rebound on Friday. The Hang Seng Index may test
28,000 level next week as the benchmark index is trading at an undemanding 11.7x P/E following recent
corrections. Investors should keep eyes on the US April payrolls report due tonight (8" May), which may
provide some hints on the US rate hike schedule.

This report has been prepared solely for information purposes and we, East Asia Securities Company Limited are not
soliciting any action based upon it. Neither this document nor its contents shall be construed as an offer, invitation,
advertisement, inducement or representation of any kind or form whatsoever. This document is based upon
information, which we consider reliable, but accuracy and completeness are not guaranteed. Opinions expressed
herein are subject to change without notice. At the time of preparing this report, we have no position in securities of
the company or companies mentioned herein, while other Bank of East Asia Group companies may from time to time
have interests in securities of the company or companies mentioned herein.
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US & Regional Markets Weekly Update

Date us us JAPAN SINGAPORE MALAYSIA BANGKOK TAIPEI
Dow Jones NASDAQ Nikkei Avg STI KLSE Index SET Index Weighted Index

8th May 17,924.06* 4,945.54* 19,379.19 3454.93 1807.65 1,509.38" 9,692.00

1st May 18,024.06 5,005.39 19,531.63 3,487.39 1,818.27 1,526.74 9,820.05

Change -100.00 -59.85 -152.44 -32.46 -10.62 -17.36 -128.05

% -0.6% -1.2% -0.8% -0.9% -0.6% -1.1% -1.3%

Remark: (*) closing as of 7" May 2015; (*) closing as at 17:00 of 8" May 2015

Major Changes in Index Constituent Stocks (Week ended 8" May 2015)

Hang Seng Index (HSI)

Stock Stock | Closing Price W-O-W Change Remarks / Comments
Code | @8/5/2015
Absolute %

Mengniu Dairy 02319 HK$41.15 +HK$1.8 +4.6% |The average price for whole milk
powder fell to US$2,386 a metric ton
from US$2,446 at previous auction. The
low raw milk prices is expected to help
expand Mengniu’s margin in 2015.

Hang Seng China Enterprises Index (HSCEI)
Stock Stock | Closing Price W-O-W Change Remarks / Comments
Code | @8/5/2015
Absolute %

New China Life 01336 | HK$51.80 +HK$3.6 +7.5% | China will give individuals a RMB2,400
tax break on health-insurance
premiums. The move may boost health
insurance premiums, which totaled

PICC Group 01339 HK$5.65 +HK$0.25 | +4.6% |RMB159bn nationwide last year. It may
also spur insurers’ margins as health
insurance is more lucrative than
savings products.

Hang Seng China-Affiliated

Corporations Index (HSCCI)

Stock Stock | Closing Price W-O-W Change Remarks / Comments
Code | @8/5/2015
Absolute %
China Taiping 00966 HK$31.0 +HK$1.95 [ +6.7% | China Taping sold 486 million shares at

HK$27.74 apiece to raise US$1.7bn on
Thursday. it was reported funds backed
by Alibaba Group founder Jack Ma and
Tencent Holdings chairman Ma
Huateng bought shares in the insurer’s
private placement.
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Summary of US Economic News

Indicator

Change/Index

Comments

International Trade
— March 2015

-US$51.4bn

The US trade deficit reached a whopping US$51.4
billion in March 2015, the largest gap since
October 2008. Given the nation’s trade deficit
reached a six-year high, those numbers pointed to
a slumping first quarter GDP for the US economy.

ISM Non-Manufacturing Index
— April 2015

57.8

The ISM non-Manufacturing index accelerated in
April 2015 to 57.8 from 56.5 in March. The pickup
in April was in contrast to market expectations for
a slight decline in the measure to 56.2. The report
boosted optimism that the US economy might be
stabilizing after a series of weak industry data was
reported recently.

Initial jobless claims
— week ended 2™ May 2015

+3,000 w-0-w

Initial jobless claims for the week ended 2™ May
went up 3,000 w-o-w to a much lower-than-
expected 265,000. The 4-week average was at a
15-year low, down 4,250 w-o-w to 279,500.
Continuing claims data, reported with a week's
lag, was also down 28,000 w-o-w to a 15-year low
of 2.228 million.

Forthcoming Important Announcements / Events

11" May 2015 (Monday)

HK

AAC Tech (02018) — 1Q results
Southgobi (01878) — 1Q results

us

No important announcements/ events

12™ May 2015 (Tuesday)

HK

Tic Tac International (01470) — trading debut
Giordano (00709) — 1Q results

Rusal (00486) — 1Q results

Sino Biopharm (01177) — 1Q results

us

No important announcements/ events

13" May 2015 (Wednesday)

HK

Boyaa (00434) — 1Q results

HKEXx (00388) — 1Q results

Johnson Electric (00179) — final results
Sunart Retail (06808) — 1Q results
Tencent (00700) — 1Q results

us

Retail Sales — April 2015
Import and Export Prices — April 2015

14™ May 2015 (Thursday)

HK

Pou Sheng (03813) — 1Q results

Yue Yuen (00551) — 1Q results

Volume and Price Statistics of External Merchandise Trade
— March 2015

us

Initial Jobless Claims — week ended 9™ May 2015
Producer Price Index — April 2015

15" May 2015 (Friday)

HK

C.P. Pokphand (00043) — 1Q results
Gross Domestic Product — 1Q 2015

us

Industrial Production — April 2015
Consumer Sentiment — May 2015
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Important Disclosure / Analyst Declaration / Disclaimer

This report is published by East Asia Securities Company Limited, a wholly-owned subsidiary of The
Bank of East Asia, Limited (“BEA”).

Each research analyst primarily responsible for the content of this report (whether in part or in whole)
certifies that (i) the views on the companies and securities mentioned in this report accurately reflect
his/her personal views; and (ii) no part of his’lher compensation was, is, or will be, directly, or indirectly,
related to specific recommendations or views expressed in this report.

This report has been prepared solely for information purposes and has no intention whatsoever to
solicit any action based upon it. Neither this report nor its contents shall be construed as an offer,
invitation, advertisement, inducement or representation of any kind or form whatsoever. This report is
based upon information, which East Asia Securities Company Limited considers reliable, but accuracy
or completeness is not guaranteed. The analysis or opinions expressed in this report only reflect the
views of the relevant analyst as at the date of the release of this report which are subject to change
without notice. Any recommendation contained in this report does not have regard to the specific
investment objectives, financial situation and the particular needs of any specific recipient. This report
should not be regarded by recipients as a substitute for the exercise of their own judgment.
Investments involve risks and investors should exercise prudence in making their investment decisions
and obtain separate legal or financial advice, if necessary. East Asia Securities Company Limited and /
or The Bank of East Asia Group accepts no liability whatsoever for any direct or consequential loss
arising from any use of or reliance on this report or further communication given in relation to this
report.

At the time of preparing this report, East Asia Securities Company Limited has no position in securities
of the company or companies mentioned herein, while BEA along with its affiliates/associates and/or
persons associated with any of them may from time to time have interests in the securities mentioned
in this report. BEA and its affiliates/associates, their directors, and/or employees may have positions in,
and may effect transactions in securities mentioned herein and may also perform or seek to perform
broking, investment banking and other banking services for these companies.

BEA and/or any of its affiliates/associates may beneficially own a total of 1% or more of any class of
common equity securities of the company or companies mentioned in this report and may, within the
past 12 months, have received compensation and/or within the next 3 months seek to obtain
compensation for investment banking services from the company or companies mentioned in the
report.

This report is not directed to, or intended for distribution to or use by, any person or entity who is a
citizen or resident of, or located in, any locality, state, country or other jurisdiction, publication,
availability or use would be contrary to law and regulation.




