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Bank of China shines on trading debut
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Review & Outlook of Market Performance

Hong Kong shares posted a V-shaped rebound on Friday after the HSI hit a low of 15,645 this week as
bargain hunting emerged after refund from the mega size Bank of China IPO, which helped recoup earlier
losses on rate-hike fear and a fresh round of austerity measures in the Mainland. The benchmark index
finished up 17.61 points or 0.1% w-o-w at 15,912.71. Meanwhile, the trading debut of Bank of China
boosted the average daily turnover for the week to HK$35.43 billion, against HK$35.16 billion in the
previous week. Excluding contributions from BOC, market turnover should have dropped sharply by an
average of 19% w-0-w.

Bank of China Limited, bucking negative market sentiment, surged a better-than-expected 15% on its
trading debut. Besides its out-performance, BOC also broke the record as the most actively traded IPO
with a turnover of more than HK$2 billion on the first day of listing. It closed at HK$3.475 on Friday, up
17.8% from its offer price at HK$2.95. Performance of its rivals - China Construction Bank and Bank of
Communications - was mixed over the week, up 3.8% and down 0.5%, respectively.

On Monday, Beijing introduced the long expected austerity steps to fight speculations in the Mainland’s
property market. Metal and construction related plays were among the losers after the news. Anhui Conch
plunged 11.4% w-0-w and was the biggest loser in the H-share index. Angang Newsteel tumbled 6.5%,
while Chalco dropped 4.8% w-o-w. Meanwhile, the two port operators topped all gainers in the blue-chip
index, after China Merchants said the company’s cargo throughput jumped by 160% y-o-y in the first four
months this year. China Merchants rallied 7.1% over the week to close HK$24.05, while peer COSCO
Pacific reaped a solid 3.6% to close HK$16.00.

Despite a rebound on Friday, it is too early to say the Hang Seng Index has formed a bottom at 15,600, as
rate-hike fear should persist before the US Fed gives a clearer policy picture at the next FOMC meeting
scheduled on 28-29 June. However, market sentiment is expected to improve next week, following the
weaker-than-expected US payrolls report on Friday. We see the HSI would test breaking the 16,000 level
next week.

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

2nd June 11,247.87 2,219.41 15,789.31 241942 930.72 722.61 6,959.64

26th May 11,278.61 2,210.37 15,970.76 2,445.02 930.75 717.50 6,879.51

Change -30.74 +9.04 -181.45 -25.60 -0.03 +5.11 +80.13

% -0.3% +0.4% -1.1% -1.0% -0.0% +0.7% +1.2%

Major Changes in Index Constituent Stocks (Week ended 2" June 2006)

Hang Seng Index (HSI)

Stock Stock Closing W-O-W Change Remarks / Comments
Code Price
@2/6/06
Absolute %
Johnson Electric 0179 HK$5.45 | -HK$0.30 -5.22% | Johnson Electric continued its losing

streak since its profit warning in late
April. The stock touched HK$5.30 during
the week, a low not seeing since April
1999. Johnson Electric will release its

final results on Monday (5" June).

Hang Seng China Enterprises Index (HSCEI)

Stock Stock Closing W-O-W Change Remarks / Comments
Code Price
@2/6/06
Absolute %
Anhui Conch 0914 | HK$14.00 | -HK$1.80 | -11.39% |[Anhui Conch was among the biggest

losers in the HSCEI, after Beijing
introduced new austerity measures to
cool down the Mainland’'s property
market. In 2005, Anhui Conch
strengthened its cement export sales in
order to lessen its reliance on the
domestic market. However, sales in the
Mainland remained an integral part, as it
accounted for 82.9% of the Company’s

total turnover last year.

Hang Seng China-Affiliated Corporations Index (HSCCI)

Stock Stock Closing W-O-W Change Remarks / Comments
Code Price
@2/6/06
Absolute %
Guangzhou 0123 HK$1.52 | +HK$0.21 | +16.03% |[The stock rebound on Friday after
Investment forming a support near HK$1.30-1.35.

Meanwhile, the Company’s chairman
said the latest austerity measures aiming
at the property market should have
limited impact on GZI but those small-
scaled developers.
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Summary of US Economic News

Indicator

Change/Index

Comments

Index of consumer confidence —
May 2006

-6.0%

Conference Board said the index of consumer
confidence tumbled from 109.8 in April to 103.2 in
May, the lowest since May 2005. However, it was
better than consensus forecast of a drop to 100.9.

Initial jobless claims — the week
ended 27" May 2006

+7,000

Initial jobless claims surged 7,000 to 336,000 last
week, much higher than consensus forecast for a
drop to 320,000.

Non-farm productivity — Q1 2006

+3.7%

US Q1 non-farm productivity growth was revised
up to 3.7% from 3.2%. However, it was weaker
than market expectation of a 3.9% gain.

Construction spending — April 2006

-0.1%

Construction spending inched 0.1% down in April,
the first drop in ten months.

ISM manufacturing index — May
2006

54.4

ISM’s manufacturing index fell to 54.4 in May from
57.3 in April, well below consensus forecast of
55.5. Growth in the US manufacturing sector lost
steam last month, largely due to higher cost
pressure and lower orders on weaker
employment.

Non-farm payrolls — May

+75,000

US added 75,000 non-farm jobs in May, weaker
than both the 126,000 additions in April and
consensus forecast of rising 175,000.

Jobless rate — May

4.6%

Jobless rate fell to 4.6%, the lowest since July
2001, which was slightly better than market
expectations.

Factory orders — April

-1.8%

Factory orders dropped 1.8% m-o-m in April,
beating consensus forecast of a 2.2% fall.

Forthcoming Important Announcements / Events

5™ June 2006 (Monday) HK | : | Johnson Electric (0179) — final results
US | : | ISM non-manufacturing index — May 2006
6" June 2006 (Tuesday) HK | : | No important announcement/event
Us No important announcement/event
7" June 2006 (Wednesday) HK Automated Systems (0771) — final results
QJY Media (2366) — interim results
us No important announcement/event
8™ June 2006 (Thursday) HK TPV Technology (0903) — Q1 2006 results
us Initial jobless claims — week ended 3" June 2006
Wholesale trade — April 2006
National Semiconductor — Q4 2005/06 results
9™ June 2006 (Friday) HK Eco-Tek Holdings (8169) — interim results
Sys Solutions (8182) — Q3 2005/06 results
Tianyuan (8253) — final results
Us International trade — April 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.




