: : BE A securities

EAST ASIA SECURITIES COMPANY LIMITED
9/F, 10 Des Voeux Road Central, Hong Kong.
Dealing: 3608 8000 Research: 3608 8098 Facsimile: 3608 6132

HONG KONG RESEARCH

Restricted circulation Weekly Report
Analyst: Kelvin Li 20™ October 2006

HSI closed above 18,000 ahead of the FOMC meeting

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

HSI mainly swung around 18,000 during the week, amid the gigantic IPO of ICBC. It was reported that the
IPO of ICBC H-share portion drew retail orders totalling HK$420 billion, while its international placing
attracted a record US$350 billion equivalent of orders. Follow through buying were seen on Friday, as
selling pressure from profit-takers is seen limited despite approaching the record high set in 2000. Over the
week, the HSI gained 125 points or 0.7% to a fresh six-year high at 18,113.55. Average daily turnover
dropped a bit to HK$32.2 billion from HK$33.8 billion in the previous week.

Despite setting a fresh six-year high, blue chips indeed ended mixed with 20 ups and 14 downs. China
Resources Enterprises topped all gainers amongst the HSI constituents, after the conglomerate said to sell
non-core assets to its parent and plan a special dividend of HK$1 each upon the completion of the deal.
The stock rose a sharp 9.65% w-o-w. Meanwhile, mainland fixed-line network operator China Netcom
stood at the bottom of the ladder, as its 3Q earnings and subscriber number failed to impress investors.

H shares drew market attentions, as Chinese enterprises are due to release their 3Q 2006 results.
Commodity plays were among the winners, after Jiangxi Copper reported a solid 3Q06 result. The copper
producer posted a three-fold jump in earnings during the first three quarters, which helped lift Jiangxi
Copper up 6.91% w-o-w. Gold miner Zijin Mining also gathered pace and closed up a sharp 21.61% w-o-
w. Meanwhile, China said its GDP growth slowed to 10.4% y-0-y in 3Q06 from 11.3% in 2Q06, alleviating
fear for further austerity measures. Mainland property developers rose after the news, with R&F Properties
up 12.52% w-o-w. In fact, the HSCEI increased 2.49% during the week and surpassed the previous nine-
year high that set in May this year.

Next week, interest rates should be the market focus as the US Fed will hold its two-day FOMC meeting
beginning next Tuesday 24™ Oct 2006. According to the latest market poll, the market is expecting the Fed
to keep rates unchanged after the Meeting. For the coming week, the HSI is expected to regain steam and
test its all-time high at 18,397.57, if the Fed matches expectations in keeping rates unchanged.

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 ST KLSE Index SET Index Weighted Index

Week to

20th October 12,011.73* 2,340.94* 16,651.63 2,686.43 979.19 724.98 7,039.37

13th October 11,960.51 2,357.29 16,536.54 2,668.68 983.54 712.05 7,068.80

Change +51.22 -16.35 +115.09 +17.75 -4.35 +12.93 -2943

% +0.4% -0.7% +0.7% +0.7% -0.4% +1.8% -0.4%

Remark (*): closing as of 19" October 2006

Major Changes in Index Constituent Stocks (Week ended 20" October 2006)

Hang Seng Index (HSI)

Enterprise

Stock Stock Closing W-O-W Change Remarks / Comments
Code Price
@20/10/06
Absolute %
China Resources 0291 HK$18.18 | +HK$1.60 | +9.65% |[CRE said it would sell its non-core

assets, including piped gas, chemical
distributions and  petroleum-related
businesses, to its parent company for
HK$2.78 billion. The conglomerate also
revealed that it plans to pay a special
dividend of HK$1 per share upon the
completion of the deal.

Hang Seng China Enterprises Index (HSCEI)

Stock Stock Closing W-O-W Change Remarks / Comments
Code Price
@20/10/06
Absolute %
R&F Properties 2777 | HK$11.50 | +HK$1.28 | +12.52% |Latest figures showed the Mainland’s

GDP growth eased to 10.4% in 3QO06,
down from 11.3% in 2Q06, lessening the
fear for another round of austerity
measures to cool down the fast-growing
economy, which helped boost share
prices amongst Mainland property plays.

Hang Seng China-Affiliated Corporations Index (HSCCI)

Holdings

International

Stock Stock Closing W-O-W Change Remarks / Comments
Code Price
@20/10/06
Absolute %
China Insurance 0966 HK$7.20 | +HK$0.88 | +13.92% | ClIH said accumulated premium income

of its 50.5%-owned Tai Ping Life
Insurance totalled RMB8.6 billion in the

first nine months this year, up 75% y-o0-y.
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Summary of US Economic News

ended 14™ October 2006

Indicator Change/In Comments
dex

Industrial production — September -0.6% Industrial output fell 0.6% in September, weaker than
consensus forecast of a flat output last month.
Utilisation rate fell to 81.9% in Sep from 82.5% in Aug,
also lower than market expectation of 82.2%.

Consumer price index — September -0.5% Consumer prices fell 0.5% in September. Excluding
volatile food and energy prices, the core CPI rose 0.2%
in Sep, matching market expectations.

Housing starts — September +5.9% Housing starts surged to an annual rate of 1.772 million
units in September from 1.674 million units in August,
higher than consensus forecast of a drop to 1.665
million units.

Index of leading indicators 137.7 Leading economic indicators rose 0.1% in September,
lower than market expectations of a 0.3% rise.

Initial jobless claims — the week -10,000 Initial jobless claims fell 10,000 last week to 299,000

from 309,000 in the previous week. The figure bucked
consensus forecast, which had expected a slight rise to
312,000.

Forthcoming Important Announcements / Events

23" October 2006 (Monday)

HK | : | Champion Tech (0092) — final results

Kantone Holding (1059) — final results

US | : | Alcon Inc. — 3Q 2006 results

American Express Company — 3Q 2006 results
Texas Instruments — 3Q 2006 results
Xerox Corporation — 3Q 2006 results

24™ October 2006 (Tuesday)

HK | : | China Agrotech (1073) — final results

CLP Holdings (0002) — 3" quarter dividend

US | : | Amazon.com, Inc. — Q3 2006 results

Phelps Dodge — Q3 2006 results

25™ October 2006 (Wednesday)

HK | : | G China Tech (0431) — final results
US | : | FOMC meeting policy statement

Existing home sales — September 2006
Boeing Co — Q3 2006 results
DaimlerChrysler — Q3 2006 results
General Motors — Q3 2006 results

26™ October 2006 (Thursday)

HK | : | External trade — September 2006
US | : | New orders for durable goods — September 2006

Initial jobless claims — week ended 21* October 2006
New home sales — September 2006

Microsoft Corp — Q1 FY2006/07 results

Sun Microsystems — Q1 FY2006/07 results

27™ October 2006 (Friday)

HK | : | Sandmartin International (0482) — final results
US | : | GDP (advanced) — Q3 2006

Consumer sentiments (revised) — October 2006
Chevron — Q3 2006 results
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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.




