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Total share offer: *100,000,000 shares
(25% of the enlarged share capital)

Public Offer: 10,000,000 shares (10%)
Placing: 90,000,000 shares (90%)
Greenshoe: 15,000,000 shares

*All 100,000,000 shares are New Shares

Price: HK$1.30 per share

Market Cap: HK$520 million

Pro forma FY2007E PER: 7.4X
Adjusted NTA per share: HK$0.92

Staffing: 1,920 (as of 6" December 2007)

HK Public Offer period:

11" December 2007 — 14™ December 2007
Receiving banks:

Hang Seng Bank Limited

ICBC (Asia) Ltd.

Share registrar:
Computershare Hong Kong Investor Services Ltd.

Listing date: 21% December 2007

Business of Eyang

The Group engages in (1) the manufacture, sale
and trading of multi-layer ceramic capacitor
(MLCC), a type of capacitor widely used in IT,
communication and consumer electronics and (2)
mobile phone related business.

MLCC business (26.8% of group turnover): The
Group’s MLCC products were sold to electronic
product manufacturers and to distributors for their
onward sale. The Group’s strategy in MLCC
business is to focus on the research and
development of mini size and high capacitance
MLCC with competitive pricing.

Mobile phone related business (73.3% of
group turnover): The Group engages in the
manufacture and sale of mobile phones under its
own brand name — “EY”. All the mobile phones
produced by the Group are all sold to mobile
phone distributors through their own distribution
networks. Besides, the Group also engages in the
manufacture, sale and trading of mobile phone
components. The Group’s strategy for its mobile
phone is to develop low cost mobile phone
products equipped with common functions so as
to attract customers in the rural market like towns
and counties in the PRC. In addition, Eyang is
also expanding its product mix of mobile phones
by introducing mobile phones equipped with more
sophisticated functions such as PDA phones, to
better serve customers with higher purchasing
power in the urban market in the PRC.

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.




i : BE A securities

EAST ASIA SECURITIES COMPANY LIMITED

Shareholding Structure after Listing (Assuming the over-allotment option is not exercised)

EY Ocean — an investment holding company whose ultimate shareholders mainly include the
management team of Eyang:
Mr. Chen Weirong, the chairman of Eyang;
Ms. Shuang Mei, an executive Director of Eyang and the general manager of mobile
division;
Mr. Liao Jie, an executive Director of Eyang and the general manager of MLCC 65.51%
division;
Mr. Luo Chaoen, a director of Eyang Shenzhen;
Mr. Li Heiqui, a non-executive Director of Eyang;
Mr. Cheng Wusheng, a non-executive Director of Eyang;
Mr. Zhang Zhilin, a non-executive Director of Eyang;

Legend New-Tech — wholly-owned by Right Land Limited which is owned as to 50% by Legend
. - 6.72%
Holding Limited
Shengxue — an investment holding company 1.47%
Ever-win — an investment holding company 1.30%
Public Investors 25.00%
100.00%

Use of Proceeds

Net proceeds from the offer are estimated to be HK$100 million (Assuming the over-allotment option is not
exercised, and at an issue price of HK$1.30 each)

HK$ million
To acquire MLCC production facilities to expand the production capacity of MLCC products 59
To enhance the research and development capability of MLCC products 12
To acquire third party solutions designated for the application of 3G mobile phones 6
To acquire mobile phones production 9
To strengthen the marketing, sale and distribution of mobile phones with “EY” brand 9
To upgrade the existing computer system 3
For general working capital 2
Financial Highlights
Year ended 31° December . Six months ended June 30
2004 2005 2006 5 2006 2007
RMB’000 RMB’000 RMB’000 : RMB’000 RMB’000
Revenue 658,612 455,410 681,617 | 507,121 568,891
Gross profit 56,997 69,747 106,158 ! 73,794 85,630
Attributable profit 29,877 19,826 48,176 33,977 42,106
Gross margin 8.7% 15.3% 15.6% E 14.6% 15.1%
Net margin 4.5% 4.4% 7.1% ! 6.7% 7.4%
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Revenue Breakdown (% of Total Revenues)

Year ended 31° December For the six months ended June 30
2004 2005 2006 | 2006 2007

RMB'000 % RMB’000 % RMB’000 9% RMB’000 % RMB’'000 %

MLCC business 115,47017.5 151,737 33.3 182,402 26.8§ 136,142 26.8 164,346 28.9
Mobile phone business

Mobile phones 51,924 7.9 235,844 51.8 484,428 71.0; 358,579 70.8 401,256 70.5
Mobile phone

components 491,218 74.6 67,829 14.9 14,787 2.25 12,400 2.4 3,289 0.6

Total 658,612 100 455,410 100 681,617 100; 507,121 100 568,891 100

Strengths/Opportunities

v

Huge market in China There are currently some 461 millions mobile phone users in 2006 which
accounted for 35.3% of the PRC population. Compared with other developed markets, China’'s mobile
phone penetration rate is still very low, implying a high growth potential of the mobile phone market.

Successful product restructuring Mobile phones and mobile phone components represented 7.9%
& 74.6% of total revenue in 2004, and the ratio changed dramatically to 71.1% & 2.2% respectively in
2006. During the period, the mobile phone sub-segment showed higher gross margin than mobile
phone components sub-segment (10.7% versus 6.7% in 2006; 13.7% versus 6.0% in 2005),
suggesting the management’s ability in making the right move on products restructuring.

Weaknesses/Threats

X

Lacking comparative advantage in mobile phone business In terms of turnover in 2006, the top 10
mobile phone manufacturers shared 85.3% of the mobile phone market in the PRC and it is estimated
that Eyang’'s market share was less than 0.3%. There is no short-term catalyst that could lead Eyang
to achieve a significant breakthrough in its mobile phone business.

High Competition in MLCC business Japanese and Taiwanese, with more advanced technology in
electronics industry, are the two largest MLCC manufacturers, consisting of 61% and 14% of global
MLCC production in 2006 respectively. As Eyang did not disclose its market share, we assume Eyang
is not one of the top MLCC producers in the PRC. Therefore, the Group has to face competition from
both the larger PRC manufacturers and the worldwide manufacturers mainly from Japan and Taiwan.

Recommendation: Unattractive
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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.




