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HSI experienced a volatile trading week amid expiry of index futures
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Review & Outlook of Market Performance

Hong Kong equities were volatile, amid maturity of major index futures. Hang Seng Index hit 17,683.45 on
Monday, a fresh high not seen since 2000, mainly driven by a strong gain in heavyweight China Mobile.
However, the gain was short-lived, as there was market rumour that China Mobile and China Life may
place new shares for funds after recent strong rally. Over the week, the blue-chip index dipped a mild 0.3%
to 17,543.05, while the H-share index inched down 0.1% to 7,097.25, as window dressing activities re. end
of 3Q lent support to the indexes. Average daily turnover was HK$36.8 hillion, up slightly from HK$34.9
billion in the previous week, amid trading debuts of Jingkelong and BlueChemical.

China Mobile touched a fresh six-year high at HK$56.70 earlier in the week on continued buying interests
following its encouraging August subscription number. However, the strong gain vanished after rumours of
share placement and the mobile carrier ended down 1.08% w-o0-w. Other blue chips were generally mixed.
Hutchison Whampoa revisited lows so far this year on weak 3G outlook and closed 1.71% lower w-o0-w,
while its parent Cheung Kong (Holdings) was down by 2.45%. Cathay Pacific Airways gained 1.27% w-o-
w, after its buyout of Dragon Airlines was completed.

HSCEI ended nearly flat over the week, but its constituents had shown much diverged performances.
Mainland power producers were among winners in the H-share index, after Beijing ordered to raise power
tariffs for several energy-sensitive industries in an attempt to boost efficiency and fight pollution. Datang
Power jumped 8.53% w-0-w, while Huadian Power reaped a sharp 7.80% gain. Huaneng Power also
performed well with a solid 5.24% gain. China Life fell 4.75% w-o0-w on rumours of a share placement,
while Chalco lost 3.51% after it cut product prices for the third time in two months.

Trading activities may take a breather next week amid the long Golden Week holiday in the Mainland.
Investors may also set aside liquidity for the upcoming gigantic IPO of Industrial and Commercial Bank of
China (ICBC). Hang Seng Index is expected to head south in thin trade but should see a good support
near 17,000.

This report has been prepared solely for information purposes and we 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. The information is based upon information which we consider
reliable, but accuracy or completeness is not guaranteed. Opinions expressed herein are subject to change without
notice. At time of this report, East Asia Securities Company Limited has no position in securities of the company or
companies mentioned herein, while its 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 ST KLSE Index SET Index Weighted Index

Week to

29th September 11,718.45 2,270.02 16,127.58 2,568.86 967.55 686.10 6,883.05

22nd September | 11,508.10 2,218.93 15,634.67 2,520.50 965.23 68171 6,885.60

Change +210.35 +51.09 +492.91 +48.36 +2.32 +4.39 -2.55

% +1.8% +2.3% +3.2% +1.9% +0.2% +0.6% -0.0%

Remark (*): closing as of 28" September 2006

Major Changes in Index Constituent Stocks (Week ended 29" September 2006)

Hang Seng Index (HSI)

Stock Stock Closing W-O-W Change Remarks / Comments
Code Price
@29/9/06
Absolute %
HSBC Holdings 0005 | HK$142.1 | +HK$0.50 | +0.35% |The banking giant generally

outperformed during the week, after its
HK arm said to cut mortgage rates in
order to boost market share. Meanwhile,
HSBC's chief information officer told
analysts that the bank’s capital spending
on technology should start paying off in
coming years.

Hang Seng China Enterprises Index (HSCEI)

Stock Stock Closing W-O-W Change Remarks / Comments
Code Price
@29/9/06
Absolute %
Datang Power 0991 HK$5.85 | +HK$0.46 | +8.53% |Mainland power producers were among
the winners, after a circular from the
National Development and Reform
Huadian Power 1071 HK$2.21 | +HK$0.16 | +7.80% |Commission revealed that Mainland
authority has ordered higher power
tariffs in eight energy-sensitive industries
Huaneng Power 0902 HK$5.62 | +HK$0.28 | +5.24% |[in order to speed up sector
consolidation, curb over-investment and
boost efficiency.

Hang Seng China-Affiliated Corporations Index (HSCCI)

Stock Stock Closing W-O-W Change Remarks / Comments
Code Price
@29/9/06
Absolute %
China Mobile 0941 HK$55.05 | -HK$0.60 -1.08% |[China Mobile fell from a high at

HK$56.70 during the week, as there was
market rumours that the mobile carrier
may sell shares for funds after recent
rally.
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Summary of US Economic News

Indicator

Change/In
dex

Comments

Consumer confidence index —
September

104.5

US Conference Board said the index of consumer
confidence surged to 104.5 in September from an
upwardly revised 100.2 in August, stronger than
consensus forecast of 102.3.

Durable goods orders — August

-0.5%

New orders for durable goods fell 0.5% m-o-m in August
after a 2.7% decline in July, the second consecutive
month of a drop. In fact, the figure was much weaker
than market expectations, which had expected a 0.5%
rise in orders in August.

New home sales — August

+4.0%

New home sales surged to an annual rate of 1.05 million
units in August from 1.01 million units in July, slightly
higher than forecast of 1.04 million units. The August
figure marked the first gain in five months.

Initial jobless claims — the week
ended 23" September 2006

-6,000

Initial jobless claims fell 6,000 last week to 316,000 from
an upwardly revised 322,000 in the previous week. The
figure was slightly higher than consensus forecast of
315,000.

GDP (revised) — Q2 2006

+2.6%

The GDP growth for Q2 2006 was revised down to 2.6%
from the preliminary 2.9%. US GDP grew 5.6% in the
first quarter.

Forthcoming Important Announcements / Events

2" October 2006 (Monday) HK Holiday - The Day following National Day
us Construction spending — August 2006
ISM manufacturing index — September 2006
3 October 2006 (Tuesday) HK Retail sales — August 2006
UsS Automobile sales — September 2006
4™ October 2006 (Wednesday) HK No important event/announcement
us Factory orders — August 2006
ISM non-manufacturing index — September 2006
5" October 2006 (Thursday) HK Hua Yi Copper (0559) — final results
us Initial jobless claims — week ended 30" September 2006
6" October 2006 (Friday) HK No important event/announcement
us Non-farm payrolls — September 2006
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Important Disclosure / Analyst Certification / Disclaimer

This document is published by East Asia Securities Company Limited, a wholly-owned subsidiary
of The Bank of East Asia, Limited (BEA). At time of this report, East Asia Securities Company
Limited has no position in securities of the company or companies mentioned herein the report,
while BEA and / its associated or affiliated companies may from time to time have interests in
securities of the company or companies mentioned herein.

The research analyst primarily responsible for the content of this report, in part or in whole
certifies that the views on the companies and their securities mentioned in this report accurately
reflect his/her personal views. The analyst also certifies that no part of his/her 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.
The information is based upon information, which East Asia Securities Company Limited
considers reliable, but accuracy or completeness is not guaranteed. Opinions expressed herein
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 addressee. This report is not to be taken in substitution for the exercise of judgment by
respective readers of this report, who should obtain separate legal or financial advice. East Asia
Securities Company Limited and / or The BEA Group accepts no liability whatsoever for any
direct or consequential loss arising from any use of this report or further communication given in
relation to this report.

At time of this report, East Asia Securities Company Limited has no position in securities of the
company or companies mentioned herein the report, while BEA along with its affiliates 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 associates, its 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 may beneficially own a total of 1% or more of any class of
common equity securities of the subject 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 subject company or
companies mentioned in the report.




