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A week of Consolidation for the Hang Seng Index

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

The local stock market performed strongly at the beginning of the week on strong corporate results and
benign interest rate outlook. On Wednesday, the Hang Seng Index reached another new six-year high of
17,451. However, trading volume still remained relatively thin. Profit taking emerged later on the week.
Over the week, the Hang Seng Index advanced 0.5% to 17,331 with average daily turnover of HK$24.1
billion, some HK$110 million higher than in the previous week.

China Mobile reported its first-half earnings growth of 25.5% to RMB 30.2 billion as profit margins widened
from expansion in lower-cost rural regions on the Mainland, as well as increased sales of higher-margin
data services. Excluding the accounting changes on depreciation, the net profit would have been higher
than expected. The mobile giant leaped 0.29% to close at HK$51.65 over the week. Pending HSI
constituency Hong Kong Exchanges and Clearing reported a better-than-expected 94% surge in net profit
of HK$1.1 billion for 1H2006, thanks to a surge in trading volume driven by a flood of share sales by
Mainland companies. Over the week the counter gained 4.7% to close at HK$54.35.

HSCEI dropped 0.2% to 6,990 as retreating commaodities prices dragged down the performance of relevant
stocks. PetroChina lost 3.63% to HK$8.76 over the week. Zijin Mining plunged 3.2% to HK$3.9 over the
week. Ping An Insurance reported net profit surged 83.4% to RMB4.1 billion for 1H06, driven by better-
than-expected returns on equity investments. The insurer suffered from profit taking and slipped 0.59% to
close at HK$25.35 over the week. Meanwhile, Huaneng Power International posted a 29% rise in first-half
profit, beating estimates, as it charged more for electricity and thermal coal prices steadied. The power
generator advanced 2.94% to close at HK$5.26 over the week.

Given PBOC’s decision on Friday to raise interest rate by 27 bps, the local stock market may continue its
consolidation in the coming week. In particular, China property and commodities should experience
heavier selling pressure. Nevertheless, with encouraging corporate results announced so far and a likely
US rate peak scenario, we expect any consolidation next week should be mild. We see the HSI should
have good support to stay above the 17,000 level.

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 STl KLSE Index SET Index Weighted Index

Week to

18th August 11,381.47 2,163.95 16,105.98 248353 942.00 708.49 6,721.08

11th August 11,088.03 2,057.71 15,565.02 2,450.63 4227 70842 6,571.10

Change +203.44 +106.24 +540.96 +32.90 0.27 +0.07 +149.98

% +2.6% +5.2% +3.5% +1.3% -0.0% +0.0% +2.3%

Major Changes in Index Constituent Stocks (Week ended 18" August 2006)

Hang Seng Index (HSI)

Stock Stock Closing W-O-W Change Remarks / Comments
Code Price
@18/8/06
Absolute %

Esprit 0330 | HK$64.55 | +HK$6.9 | +11.97% |Strengthening EURO and decent
economic figures from the EURO zone
lifted the stock price of this Europe
retailer.

Li & FUNG 0494 HK$17.9 | +HK$0.58 | +3.35% |The trading company beat expectations
with a 24% jump in interim earnings and
released an  optimistic  earnings
guideline.

Hang Seng China Enterprises Index (HSCEI)

Stock Stock Closing W-0O-W Change Remarks / Comments
Code Price
@18/8/06
Absolute %

PetroChina 0857 HK$8.76 | -HK$0.33 -3.63% | The oil explorer saw profit taking as oil
prices retreated to around US$70 per
barrel on hope that a peace deal
between Israel and Hizbullah can be
reached.

Yanzhou Coal 1171 HK$5.64 | -HK$0.24 -4.08% | The coal producer reported a 24% y-o-y
reduction in interim net profit to
RMB1.43 billion, reflecting declining
output and cost pressure.

Hang Seng China-Affiliated Corporations Index (HSCCI)

Land

Stock Stock Closing W-0O-W Change Remarks / Comments
Code Price
@18/8/06
Absolute %
China Resources 1109 HK$5.07 | +HK$0.47 | +10.22% |[China property stocks performed

strongly as investors got back into the
sector on hope that tightening measures
were over.
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Summary of US Economic News

Indicator

Change/Index

Comments

Producer Price Index (y-o-y) -
July

4.2%

The PPI gain was lower than expected and declined
from 4.9% in the previous month. The core PPI
(excluding food and energy) also showed a similar slow
down (1.3% vs. 1.9% in June).

(preliminary) — August

Consumer Price Index — (y-0-y) +4.1% The CPI gain was lower than expected and declined

July from 4.3% in the previous month. However, the core
CPI (excluding food and energy) increased by 2.7%, up
slightly from 2.6% in June.

Housing Starts - July 1795k The figure fell below expectations and was significantly
lower than 1,850k in the prior month.

Housing Permits - July 1747k The figure fell below expectations and was significantly
lower than 1,862k in the prior month.

Initial jobless claims — week 312k Initial jobless rate slid to 312k from 319k in the prior

ended 13" August 2006 week.

Leading indicators - July -0.1% The figure fell below expectations and was significantly
below 0.1% in the prior month.

Industrial Production — July 0.4% The industrial production growth fell to 0.4% from 0.8%
in July. Consensus was at 0.6%.

U of Michigan Confidence 78.7 Down from 84.7 in July, the surprising weak consumer

confidence reaffirm the US economy is slowing.

Forthcoming Important Announcements / Events

215 August 2006 (Monday)

HK | : | China Oilfield (2883) — interim results
Hang Lung Property (0101) — final results
CITIC Pacific (0267) — interim results
China Overseas (0688) — interim results
US | : | No important events/ announcements

22" August 2006 (Tuesday)

HK | : | Jiangxi Copper (0358) — interim results
Guangshen Railway (0525) — interim results

Anhui Conch (0914) — interim results

China Shipping Development (1138) — interim results
Bank of Communications (3328) — interim results
CPI - July

GDP - 2Q06

US | : [ No important events/ announcements

23" August 2006 (Wednesday)

HK | : | Wharf Holdings (0004) — interim results
PetroChina (0857) — interim results
China Netcom (0906) — interim results
Chalco (2600) — interim results

US | : [ Existing Home Sales — July

24™ August 2006 (Thursday)

HK | : | Cheung Kong Holdings (0001) — interim results
Hutchison Whampoa (0013) — interim results
TVB (0511) — interim results

Giordano (0709) — interim results

China Unicom (0762) — interim results

ZTE (0763) — interim results

CCB (0939) — interim results

US | : | Durable Good Orders — July

New Home Sales — July

Initial Jobless Claims — week ended 20 Aug

25" August 2006 (Friday)

HK | : | Sinopec Corp (0386) — interim results
Beijing Airport (0694) — interim results
China Shenhua (1088) — interim results
External Trade — July

US | : | No important events/ announcements
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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.




