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Market Bottomed Out but Uncertainties Remain

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

Hong Kong stock market experienced a very volatile week. At the beginning of the week, the Hang Seng
Index followed the global stock markets and trended downwards on renewed inflation fears. On Tuesday
13" June, the Hang Seng Index touched 15,234.42, down 11.95% from its high of 17,301.79 recorded on
gt May 2006. The seriously oversold market attracted bargain hunters later the week and short covering
also helped lift the market with the Hang Seng Index seeing a sharp rebound towards the end of the week.
Over the week, the Hang Seng Index gained 1.4% w-0-w to close at 15,842.65 with average market
turnover of HK$30.3 bhillion (down 9.9% from the previous week). Meanwhile, H-shares followed a similar
pattern with HSCEI touching 5,901.33 on Wednesday, down 20% from its high of 7,377.94 recorded on
12t May 2006. Since then the HSCEI rebounded sharply, closing the week at 6,340.96, up 1.4% w-0-w.

Bank of China (3988) started its RMB20 billion A shares IPO in the Shanghai stock market with an
indicative price range of RMB3.00 to RMB3.10 each. Meanwhile, given the poor market sentiment,
particularly on China’s property stocks, Shui On Construction (0983) called off its HK$8 billion IPO of Shui
On Land.

Latest economic figures announced so far indicated China’'s economy remained robust. Fixed asset
investment in the first 5 months of 2006 surged 30.1% y-0-y while bank loan balance at the end of May
registered a 15.1% y-0-y increase. Moreover, China’s urban real estate prices increased 5.8% y-0-y in May
06. It is therefore widely expected the Chinese government will unveil further austerity measures in order
to restrain the economy from getting over-heated.

After the HSI and HSCEI have lost 12% and 20% respectively from their respective highs in early May,
both indices should have found their respective support at the low seen in the mid-week. However, given
the uncertainty over rate hike and China’s further austerity measures, the stock market should find it
difficult to start another big bull run. The stock market is likely to consolidate at the current level before
staging another significant rally. The index is expected to range trade between the 15,750 to 15,950 levels
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.



: : BE A securities

EAST ASIA SECURITIES COMPANY LIMITED

US & Regional Markets Weekly Update

Dete us us JAPAN SINGAPORE | MALAYSIA BANGKOK TAIPH
Dow Jones NASDAQ Nkkel Avg STl KLSE Index SET Index Weighted Index

Week to

16th June 11,0145 212995 14,879.34 237391 89350 665.39 6,575.77

Sth June 10,801.92 2,135.06 14,750.84 2,337.44 91540 67041 6,444.63

Change +12263 51 +12850 +36.47 -21.90 502 +131.14

% +1.1% 0.2% +0.9% +1.6% 2.4% 0.7% +2.0%

Major Changes in Index Constituent Stocks (Week ended 16" June 2006)

Hang Seng Index (HSI)

Stock

Stock
Code

Closing
Price
@16/6/06

W-O-W Change

Remarks / Comments

Absolute

%

CNOOC

0883

HK$6

+HK$0.55

+10.09%

CNOOC and Husky Energy announced
that a giant gas field in South China Sea
had been found. The field could contain
113.3 — 169.9 hillion cubic metres of gas
reserves. The attributable interest to
CNOOC is equivalent to about 44% of its
current gas reserves or 15% of its total
oil and gas reserves.

Johnson
Electronic

0179

HK$5.9

+HK$0.3

+5.36%

The Company was seriously oversold as
surging copper prices put pressure on its
margin. Recent correction on copper
prices helped stage a strong rebound of
the counter’s share price.

Hang Seng China Enterprises Index (HSCEI)

Stock Stock Closing W-O-W Change Remarks / Comments
Code Price
@16/6/06
Absolute %
Ping An 2318 HK$21.2 | +HK$1.45 | +7.34% |It is reported that Ping An has been

selected among six domestic and foreign
bidders as the preferred candidate to
take more than 60% stake of Shenzhen
Commercial Bank, which was valued at
an estimated range of US$400 million —
US$500 million.

Hang Seng China-Affiliated Corporations Index (HSCCI)

Stock Stock Closing W-O-W Change Remarks / Comments
Code Price
@16/6/06
Absolute %
China Overseas 688 HK$4.3 -HK$0.4 -8.51% |[China Overseas was the worst

performing HSCCI member on fears of
further tightening measures on the PRC
real estate market by the central
government.
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Summary of US Economic News

Indicator Change/Index Comments

Producer Price Index (m-0-m) — +0.2% Though aggregate PPl was lower than

May +0.3% (core) expectations of 0.4%, core PPl was higher than
expectations of 0.2% and 0.1% in the prior month,
indicating an increase in inflationary pressure.

Consumer Price Index (m-0-m) — +0.4% Aggregate CPI matched expectations and

May +0.3% (core) decelerated from 0.6% in the prior month, but
core CPI exceeded expectations of 0.2%, also
indicating an increase in inflationary pressure.

Advance retail sales — May +0.1% The figures matched expectations, but declined
sharply from a revised 0.8% in the prior month.

Industrial production — May -0.1% The figure was lower than expectations of 0.2%
gain and 0.8% gain in the prior month. Declining
industrial production and slowing retail sales
pointed to slowing economic momentum.

Initial jobless claims — for the week 295k The figure was better than expectations of 320k

ended 11" June and 302K in the prior week.

University of Michigan Consumer 82.4 The index of consumer sentiment increased to

Sentiment — June 82.4 this month from a final reading in May of 79.1
as gasoline prices retreated from a 7-months
high.

Forthcoming Important Announcements / Events

19" June 2006 (Monday) HK Yue Yuen Industrial (0551) — interim results
VST Holdings (0856) — final results
Unemployment rate — May
O No Important Announcements/Events
20" June 2006 (Tuesday) HK No Important Announcements/Events
us Housing starts & building permits — May
[ 215 June 2006 (Wednesday) HK Vtech Holdings (0303) — final results
us FedEx Corp — FYO06 final results
Morgan Stanley — FY06 interim results
22" June 2006 (Thursday) HK Norstar Founders (2339) — final results
Consumer Price Index - May
us Oracle Corp. — FY06 final results
Initial Jobless Claims — Week ended June 18
Leading Indicators — May
23" June 2006 (Friday) HK No Important Announcements/Events
us Durable Goods Orders — May
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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.




