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HSI Failed to stay above 17,000

HSI Weekly Movement Weekly Market Statistics
Week ended 04/08/2006 28/07/2006  Change %
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Review & Outlook of Market Performance

The Hong Kong stock market failed to sustain its recent momentum. Earlier the week the Hang Seng Index
edged higher as supported by a more benign interest rate outlook and decent result from HSBC. However,
there was not enough buying interest to support the HSI staying above 17,000. On Friday the HSI saw a
sharp downturn on profit taking. Over the week, the HSI finished down 67.24 points, or 0.4% w-o-w, at
16,887.8. Total average daily turnover was HK$24.19 billion, slightly up from HK$23.11 billion over the
previous week.

Major banks in Hong Kong kick-started the interim reporting season. HSBC beat market forecast by
reporting a strong 15% y-0-y increase in net profit to US$8.7 billion in 1H06, mainly due to improvement in
its CIBM (Corporate, investment banking & markets) and emerging market business. HSBC rose 0.43% to
HK$140.4 over the week. Driven by improvement in interest earnings and brokerage fee income, Hang
Seng Bank saw its 1H06 net profit rose 2.4% y-o-y to HK$6.2 billion, which was in line with expectations.
Hang Seng Bank advanced 0.1% w-o-w to HK$99.15. Meanwhile, Bank of East Asia, up 2.49% w-o-w at
HK$32.95, was the best performing blue chips. The Bank posted a 32% y-o0-y increase in 1H06 net profit to
HK$1.57 billion, which fell in the upper end of expectations, on higher revenue from lending and fee-based
income.

Probably due to concern over further tightening measures, the HSCEI had a more sluggish performance,
down 0.6%, or 38.59 points w-0-w at 6,820.65, on concerns over further tightening measures by the
government. Reflecting difficulties facing to downstream Chinese manufacturers, Maanshan Iron & Steel
posted a 49% y-0-y decrease in 1H06 net profit to RMB1.09 billion, mainly due to declining steel prices and
input cost pressure. The steel maker lost 5.71% at HK$2.31 over the week.

Looking forward, the FOMC will hold its meeting on gt August and it is quite likely that there be a pause in
rate hike. Satisfactory corporate results should lend some support to the local market. However, it seems
that the market needs some further catalyst for the HSI to re-test the 17,000 marks. We see the HSI to
range trade between 16,800 to 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 TAPEI
Dow Jones NASDAQ Nikkei Avg STI KLSE Index SET Index Weighted Index

Week to

4th August 11,240.35 2,085.05 15,499.18 2,462.92 937.99 703.28 6,442.61

28th July 11,219.70 2,04.14 15,342.87 2,429.44 934.72 691.43 6,480.07

Change +20.65 -9.09 +156.31 +33.48 +3.27 +11.85 -37.46

% +0.2% 0.4% +1.0% +1.4% +0.3% +1.7% -0.6%

Major Changes in Index Constituent Stocks (Week ended 4" August 2006)

Hang Seng Index (HSI)

Stock Stock Closing W-O-W Change Remarks / Comments
Code Price
@04/08/06
Absolute %

Henderson Land 0012 HK$42.6 +HK$0.9 +2.16% |As a pause in rate hike in the US
gradually becomes consensus, the
property developer was the second-
best performing blue chips in the last
week.

Li & Fung 0494 | HK$15.54 | -HK$1.1 -6.61% |As Li & Fung's revenue is US export-
oriented, concern of slowing US
economy dragged down its price
performance.

Hang Seng China Enterprises Index (HSCEI)

Stock Stock Closing W-O-W Change Remarks / Comments
Code Price
@04/08/06
Absolute %

Zijin Mining 2899 HK$4.12 | +HK$0.17 +4.3% The leading gold miner performed
strongly as gold price rebounded back
to above US$640/ ounce and prior to its
result announcement on the coming
Monday.

CHALCO 2600 HK$5.04 | -HK$0.28 -5.26% | The Company announced to reduce its
spot price of material by 20% for
selected smelters, in order to follow
declining prices for imported alumina.

Hang Seng China-Affiliated Corporations Index (HSCCI)

Stock Stock Closing W-O-W Change Remarks / Comments
Code Price
@04/08/06
Absolute %
TCL Multimedia 1070 HK$0.65 | -HK$0.05 -7.14% |[The TV manufacturer set another

record low on its dim profit outlook
attributable to tough competition and
doubtful strategy.
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Summary of US Economic News

Indicator Change/Index Comments

Personal Income — June +0.6% The figure was in line with expectations of 0.6% and
higher than 0.4% in the prior month.

Personal Spending — June +0.4% The figure was in line with expectations and stayed
unchanged from the prior month.

PCE Core (YoY) — June +2.4% The figure was higher than expectations of 2.3%
and 2.1% in the prior month, suggesting inflationary
pressure still overhangs the economy.

ISM Manufacturing - July 54.7 The figure was higher than expectations of 53.5 and
53.8 in the prior month.

Initial Jobless Claims — week ended 315k Initial jobless claims rose from 301k in the prior

30" July 2006 week.

ISM Non-Manufacturing — July 54.8 The figure fell below expectations and prior month’s
figure of 57, indicating slowdown in the largest
contributor to the economy.

Change in Non-farm Payrolls — July +113k The jobs creation figure was lower than 124k in the
prior month and expectations of 145k, indicating a
slow down in the employment market.

Unemployment rate — July 4.8% The unemployment rate unexpectedly rose from
4.6% in the prior month.

Average Hourly Earnings — July +0.4% This was slightly below 0.5% gain in June, but

above expectations of 0.3% gain. The wage growth
is still imposing some pressure on inflation.

Forthcoming Important Announcements / Events

7™ August 2006 (Monday)

HK
us

Fujian Zijin Mining (2899) — FY06 Interim Results
No important news/announcement

8™ August 2006 (Tuesday)

HK

us

Hysan Development (0014) — FYO06 Interim results
HAECO (0044) — FY06 Interim results

Fubon Bank (0636) — FYO6 Interim results

Lifestyle International (1212) — FY06 Interim results
Shanghai Forte Land (2337) — FY06 Interim results
Standard Chartered (2888) — FY06 Interim results
Cisco Systems — FY06 Final results

Nonfarm Productivity (Preliminary)— 2Q

9" August 2006 (Wednesday)

HK

usS

Chinese Estates Holdings (0127) — FY06 Interim results
Cathay Pacific (0293) — FY06 Interim results

ICBC (Asia) (0349) — FYO06 Interim results

Datang International Power (0991) — FY06 Interim results
Disney Walt Co. — FY063Q results

FOMC Rate Decision

10™ August 2006 (Thursday)

HK

usS

Hong Kong Electric (0006) — FY06 Interim results
Swire Pacific A (0019) — FYO06 Interim results

MTR Corporation (0066) — FY06 Interim results

Li & Fung (0494) — FYO06 Interim results

Advanced Semiconductor (3355) — FY06 Interim results
Trade Balance — June

Initial Jobless Claims — week ended 6 August

11™ August 2006 (Friday)

HK

usS

Guangdong Kelon Elec (0921) — FYO06 Interim results
Road King Infrastructure (1098) — FYQ6 Interim results
Champion REIT (2778) — FY06 Interim results

Beijing Capital Land (2868) — FY06 Interim results
Import Price Index — July

Advanced Retail Sales — July
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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.




