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A volatile week in HSI amid policy changes
HSI Weekly Movement Weekly Market Statistics
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Review & Outlook of Market Performance

The local stock market remained volatile over the week on further rate cuts in the US, and news from
the Mainland regarding the successful launch of gold futures, the announcement of price curbs and
the approval of telecom sector reforms. The Hang Seng Index dived 653 points or 2.4% and closed at
26,867.01, while the H-share index was down 70 points or 0.4% and closed at 15,833.75. Average
daily turnover was HK$120.2 billion versus last week's HK$99.8 billion suggesting improved
sentiment.

Investors remained cautious after the series of mainland policy announcements and/or
implementation over the week, which included: - (i) three more brokerages namely, Everbright
Securities, Orient Securities and Huatai Securities, being approved to set up mutual funds for
overseas equity investments. It was also reported that JP Morgan's chairman for China equities, Jing
Ulrich, expected QDII fund sizes could hit US$90 billion this year; (ii) the launch of gold futures which
got off with a strong start in Shanghai on Wednesday; and (iii) price curbs on necessity goods to deal
with inflation risk. Finally, in order to have more competition and consumer choices, the PRC
Authorities signed off the long-waited restructuring of the telecommunications industry with execution
after the Beijing Olympics.

Looking forwards, volatile trading should remain in the scene amid worries that the US economy
would enter into recession and raises the chance for the US Fed to have deeper rate cuts in the
forthcoming FOMC meeting later this month. The week ahead will be heavily news-driven as we enter
into the US major banks’ results announcement period. In the near-term, market sentiment should not
be too bad as both the PRC and the US governments are very determined to help prevent their
economy from running into overheating and recession respectively. This should help limit the
downside risk of the HSI despite there could still be policy execution risks.

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 STI KLSE Index SET Index | Weighted Index

Week to

11th January 12,853.09* 2,488.52* 14,110.79 3,344.53 1,516.22 796.47 8,029.31

4th Janunary 12,800.18 2,504.65 14,691.41 3,437.79 1,466.67 821.71 8,221.10

Change +52.91 -16.13 -580.62 -93.26 +49.55 -25.24 -191.79

% +0.4% -0.6% -4.0% -2.7% +3.4% -3.1% -2.3%

Remarks: (*) closing as of 10" January 2008.

Major Changes in Index Constituent Stocks (Week ended 11" January 2008)
Hang Seng Index (HSI)

Stock

Stock
Code

Closing Price

@11/01/08

W-O-W Change

Remarks / Comments

Absolute

%

China Unicom

0762

HK$18.68

+HK$2.1

+12.67%

Investors highly expected that this
weaker operator would be benefited
from the latest telecom restructuring plan
in the Mainland. Under the plan, China
Unicom’s GSM mobile business will join
with  China Netcom while China
Telecom, the biggest fixed-line operator,
will acquire Unicom’s CDMA mobile-
telephone business.

Esprit Holdings

0330

HK$96.00

-HK$16.90

-14.97%

Massive sell-off of these stocks, which
triggered by fears that US might enter

Li & Fung

0494

HK$25.35

-HK$5.65

-18.23%

into recession and eventually drag down
the global growth.

Hang Seng China Enterprises Index (HSCEI)

Stock Stock Closing W-O-W Change Remarks / Comments
Code Price
@11/01/08
Absolute %
China Shipping 1138 HK$23.1 |+HK$1.90 | +8.96% |The best performed stock in the HSCEI
Development that reported a 65.45% jump in 2007
earnings, profiting from global demand
for coal.
Sinopec Corp 0386 HK$10.48 |-HK$1.18 -10.12% | The worst performed share in the index
amid Beijing’s imposition of price control
to deal with the inflation problem.

Hang Seng China-Affiliated Corporations

Index (HSCCI)

Stock Stock | Closing Price W-O-W Change Remarks / Comments
Code @11/01/08
Absolute %

Sinofert 0297 HK$6.99 -HK$1.31 | -15.78% |Share hit hard upon Beijing’s
intervention to brake rising prices.

Lenovo Group 0992 HK$5.57 -HK$1.62 | -22.53% | The worst performed stock in the index
amid of lowering expected IT spending
on a possible US recession/slow down
and rising costs.
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Summary of US Economic News

Indicator Change/Index Comments

ISM non-mfg survey — 53.9 Beat expectation by 0.1 point which indicated that the

December 2007 service sector remained in positive territory.

Pending home sales index — -2.6% Index dropped by 2.6% to 87.6 in Nov, following a 3.7%

November 2007 gain in Oct. It signalled a further deterioration in
housing.

Initial jobless claims — the 322,000 Initial jobless claims fell unexpectedly by 15,000 to

week ended 5" January 2008 322,000, this week’s data seemed to be less informative
as jobless claims around the turn of the year could vary
widely due to difficulties adjusting for firing patterns
around the holidays. Also, a report last week that
showed the jobless rate jumped as hiring slowed
suggested the risk of a recession this year is increasing.

Forthcoming Important Announcements / Events

14" January 2008 (Monday) HK | : | No important announcement / event
US | : | No important announcement / event
15™ January 2008 (Tuesday) HK | : | No important announcement / event

US | : | Producer Price Index — December 2007
Retail Sales — December 2007
Business Inventories — November 2007
Citigroup Inc — 4Q 2007

Intel Corp —4Q 2007

State Street Corp —4Q 2007

US Bancorp — 4Q 2007

16" January 2008 (Wednesday) HK | : | Water Oasis Group Limited (1161) — final results
US | : | Consumer Price Index — December 2007
Industrial Production — December 2007
Capacity Utilization — December 2007

Beige Book

JPMorgan Chase & Co —4Q 2007

Northern Trust Corp — 4Q 2007

Wells Fargo & Co — 4Q 2007

17" January 2008 (Thursday) HK | : | Unemployment — December 2007

Yue Yuen Industrial (0551) — final results

Neo-China Land Group (Holdings) Limited (0563) — interim
results

US | : | Housing Starts — December 2007

Jobless Claims — the week ended 12" January 2008
Philadelphia Fed Survey — January 2008

CIT Group Inc — 4Q 2007

International Business Machines Corp (IBM) — 4Q 2007
Merrill Lynch & Co Inc —4Q 2007

18" January 2008 (Friday) HK | : | MAE Holding (0851) — interim results
US | : | Consumer Sentiment — January 2008
Leading Indicators — December 2007
General Electric Co — 4Q 2007
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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).

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. Information and opinions expressed herein
reflect a judgment as of the date of this document and 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.

This document 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.




