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Concerns of US economic slowdown triggered a sharp correction
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Review & Outlook of Market Performance

The local bourse began the week with a relatively moderate drop before plunging over 500 points on Tuesday
amid the sharp fall in the US stock market after Wal-Mart made a disappointing sales forecast. Fears of faster-
than-expected slowdown in the US economy and the resurgence of crude oil prices hurt the sentiment. The
drop in the local bourse was considered as a long-waited healthy correction after the recent sharp rally.
Mainland financial stocks and property stocks were hit the biggest. Amid the mixed results from the city's first
major land auction in the fiscal year on Tuesday, local property stocks also took a sharp correction and failed to
get the widely-expected bounce. However, the local market kept on rebounding in the following 2 days as
investors came back for bargain hunting. Over the week, the HSI lost 569 points or 3.0% to close at 18,690.82.
Average daily turnover was HK$49.0 billion, which was slightly higher than last week’s HK$47.6 billion.

Investors sold off the local property stocks after the land auction. The HSI Properties sub-index dropped 3.2%
w-0-w with Cheung Kong dropped 4.25% w-o-w after it got the MaOnShan site. China Mobile (HK$63.80, -
5.90%) and HSBC (HK$144.30, -1.23%) saw some selling-off as HSI is due for the reshuffle next week.
Resources and construction materials stocks were the favourites for this week. Rebounding of oil prices
benefited Sinopec (HK$6.29, +2.28% w-0-w) and PetroChina (HK$9.91, +2.38% w-0-w). There were signs
showing that steel oversupply may have been peaked. Anhui Conch caught investors’ attention, as construction
materials prices have remained high. Mainland property stocks were not immune from the correction but most
were able to regain the lost ground. Greentown China was the best of the peck (HK$13.62, +10.73%). Mainland
financial stocks were sold off during the correction. The recent gainers - ICBC (HK$3.89, -4.89%), Bank of
China (HK$3.78, -2.83%) and CIFH (HK$5.98, -5.38%) recorded a sharp decline. The H-share index ended the
week down 0.3% w-0-w at 8,566.85.

Looking forward, market sentiment should remain healthy while the IPO frenzy keeps on. The HSI is scheduled
to reshuffle under the index reform announced earlier; capping the maximum allowed weighting for any Hang
Seng component at 15%. The HSI is expected to test its next support at 18,500 in the near term.

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 UsS JAPAN SINGAPORE MALAYSIA BANGKOK TAIPEI
Dow Jones NASDAQ Nikkei Avg ST KLSE Index SET Index Weighted Index

Week to

1st December 12,221.93* 2431.77* 16,321.78 2,836.04 1,080.11 741.38 7,613.57

24th November 12,280.17 2,460.26 15,734.60 2,814.81 1,060.43 723.87 7,427.36

Change -58.24 -28.49 +587.18 +21.23 +19.68 +17.51 +186.21

% -0.5% -1.2% +3.7% +0.8% +1.9% +2.4% +2.5%

Remark (*): closing as of 30" November 2006

Major Changes in Index Constituent Stocks (Week ended 1°* December 2006)

Hang Seng Index (HSI)

Stock Stock | Closing W-O-W Change Remarks / Comments
Code Price
@1/12/06
HK$ Absolute %

PCCW 0008 | HK$4.80 | -HK$0.38 | -7.34% |Minority shareholders in Singapore-listed
Pacific Century Regional Developments
rejected the proposed sale of Richard Li's
controlling 22.65% stake in the telecom
giant at an extraordinary general meeting
held this Thursday.

Foxconn 2038 HK$23.0 | -HK$1.10 | -4.56% |The counter continued last week’s

International correction amid concerns of inventory build-
up and signs that BYD Co. (1211.HK) was
encroaching on Foxconn's territory in
supplying to Nokia. The market is cautious
with the mobile handset industry outlook

China Mobile 0941 | HK$63.80 | -HK$4.00 | -5.90% |Investors sold the counter off before its
weighting is due to be diluted on next
Monday’s HSI reshuffle.

Hang Seng China Enterprises Index (HSCEI)

Stock Stock | Closing W-O-W Change Remarks / Comments
Code Price
@1/12/06
HK$ Absolute %

Anhui Conch 0914 | HK$24.05 | +HK$3.75 | +18.47% | The counter extended the recent sharp
gains amid higher construction material
prices over the past few months.

Angang Steel 0347 | HK$10.00 | +HK$0.61 | +6.50% |[China steel sector is showing improving
signs from the current oversupply situation.

Maanshan Iron 0323 | HK$3.95 | +HK$0.33 | +9.12% | Steel price is believed to rise moderately in
1HO7.

Hang Seng China-Affiliated Corporations Index (HSCCI)

Stock Stock | Closing W-O-W Change Remarks / Comments
Code Price
@1/12/06
HK$ Absolute %
China Insurance | 0966 HK$8.63 | +HK$0.83 | +10.64% | The mainland financials stock continued the
recent rally.
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Summary of US Economic News

Indicator Change/Index Comments

Consumer Confidence — Nov 2006 102.9 Consumer confidence index fell to 102.9 in
November from a revised reading of 105.1 in
October. November's figure was the lowest since
August's 100.2 and well below economists'
expectations of a 106 reading.

Existing Home Sales — Oct 2006 6.24 million Existing Home Sales showed a surprise rise to 6.24
million units in October. This was the first increase
since February.

GDP — Q3 2006 2.2% The new figure was a considerable upgrade from the
government's earlier estimate of a 1.6% growth rate.
The main factors for the higher estimate were
stronger inventories amassed by companies and a
trade deficit that did not strain economic growth as
much.

New Home Sales — Oct 2006 -3.2% Sales of new homes fell in October by the largest
amount in three months, a fresh sign of continued
cooling in the once-sizzling housing sector. The
new-home sales totaled 1.004 million at a seasonally
adjusted annual rate, down 3.2% from September.
That was the largest drop since July, when home
sales plunged 9.2%.

Initial jobless claims — week ended 357,000 The number of US workers signing up for
25" Nov 2006 unemployment benefits rose by 34,000 to 357,000,
higher than the forecast of 316,000. This was the
biggest increase in more than a year.

Forthcoming Important Announcements / Events

4™ December 2006 (Monday) HK | : | Johnson Electric (0179) — FY2006/07 interim results
Vitasoy International (0345) — FY2006/07 interim results
US | : | No important announcement / event
5" December 2006 (Tuesday) HK | : | Café de Coral (0341) — FY2006/07 interim results

US | : | Factory Orders — October 2006

Novell, Inc. — 4Q2006 results

Kroger Co. — 3Q2006 results

6" December 2006 (Wednesday) HK | : | Yip's Chemical (0408) — FY2006/07 interim results

US | : | No important announcement / event
7™ December 2006 (Thursday) HK | : | HKR International (0480) — FY2006/07 interim results
Tai Cheung Holdings (0088) — FY2006/07 interim results
US | : | Initial jobless claims — week ended 2" December 2006

Consumer Credit — October 2006

National Semiconductor Corp — Q2FY02007 results

8™ December 2006 (Friday) HK | : | King Fook Holdings (0280) — FY2006/07 interim results
Chevalier International (0025) — FY2006/07 interim results
US | : | Non-farm payrolls — November 2006

Unemployment rate — November 2006

Hourly earnings — November 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.




