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The HSI raced ahead amid QDII rules relaxation

HSI Weekly Movement Weekly Market Statistics
180.0 — 21200 Week ended 18/05/07 11/05/07 Change %
20,979 20,995
160.0 - 20,937 + 21,000 Hang Seng Index 20905 20468 +437 +21%
140.0 + 20,905 T 20,800 HS Red Chip Index 3626 3469  +158 +4.5%
T 20,600 HS China Enterprises Index 10859 10,392  +467 +45%
120.0 + 20,468 1 20.400 )
= 94.99 ' % HS Composite Index 2,959 2,896 63 H22%
Q0 1 .
» 100.0 — 120,200 2 | |Hs HK Composite Index 2567 2554  +13  +05%
7. o
§ 80.0 + _08 720,000 & [ |HSMainiand Composite Index 3,488 3366  +122  +36%
g 60.69 57.27 %248 56 401 19,800 o i
3 60.0 | : . ) o Growth Enterprise Index 1,519 1,493 +26 +1.8%
c ©
2 400 119600 T | | Avg Daily Tumover 696 609 49 +14.4%
: 1 19,400 (HKSbn)
20.0 + 1 19,200 Sectoral Indices
Finance 32847 32406 +H41  +14%
0.0 ‘ ‘ ‘ ‘ = 19,000 Utilities 3682 36787 +36 +01%
11-May Mon Tue Wed Thu Fri Properties 25,441 25,148 1203 +1.2%
| C—Turnover —€—Hang Seng Index Comm&Ind 11345 10983 +362 +33%

Review & Outlook of Market Performance

The local bourses started the week in an upbeat tone after the mainland banking regulator announced new rules
to allow banks to invest up to 50% of their existing qualified domestic institutional investor (QDII) quotas in
overseas equity markets for the first time. The announcement propelled the Hang Seng Index up by 551.03
points on Monday when main-board turnover reached an unprecedented level of HK$95 billion. However, after
reaching a fresh record closing high at 20,994.61 on Thursday, profit-taking crept in on Friday amid heightening
worries over a possible rate hike by the mainland’s central bank trimmed the gains for the week. The HSI closed
at 20,904.84 on Friday, up 436.63 points or 2.1% w-o-w. Trading was hectic this week, with average daily
turnover increased to HK$69.6 billion, up from HK$60.9 billion last week.

H shares were buoyant on the news of the QDII rules relaxation. A- and H- dual-listed shares were the biggest
winners as investors sought to arbitrage the hefty discount of the H shares to their mainland-traded A-shares.
However, the PBOC governor Zhao Xiaochuan's Thursday comments that China may consider taking further
steps to cool the economy by raising benchmark interest rates or banks’ reserve requirement ratio undermined
the sentiment and triggered investors to lock in recent gains on Friday. Nevertheless, with all but two of the index
constituents walked out from this week’s trades with gains, the HSCEI ended this week at 10,859.17, up 4.5%.

During the week, the HK government released the latest local unemployment data and economic situation.
Unemployment rate stood at 4.3% for the Feb-April period, unchanged from that for the Jan-March period. Hong
Kong's GDP showed a 5.6% y-o0-y growth for 1Q of 2007 on the back of rising income, improving job market and
generally buoyant stock market activity. Both figures reflected the solid state of the local economy.

Looking forward, trading should be cautious in the coming 4-day trading week, with the stock market to be
closed for the Buddha's Birthday holiday next Thursday, 24" May. Some consolidations are expected while
worries over further austerity measures to cool off the overheating mainland economy would continue to cloud
the market sentiment. All said, the HSI is expected to see strong resistance at 21,088 — the historical record
intraday high.

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 STI KLSE Index SET Index Weighted Index

Week to

18th May 13,476.72* | 2,539.38* 17,399.58 3,512.40 1,356.84 728.76 8,034.14

11th May 13,326.22 2,562.22 17,553.72 3,446.92 1,351.45 706.90 8,031.54

Change +150.50 -22.84 -154.14 +65.48 +5.39 +21.86 +2.60

% +1.1% -0.9% -0.9% +1.9% +0.4% +3.1% +0.0%

Remark (*): closing as of 17" May 2007

Major Changes in Index Constituent Stocks (Week ended 18™ May 2007)
Hang Seng Index (HSI)

Stock Stock | Closing Price W-O-W Change Remarks / Comments
Code @18/05/07
Absolute %

CITIC Pacific 0267 HK$32.40 +HK$1.90| +6.23% | The conglomerate said it plans to sell its
25% interest in a mainland air cargo joint
venture to its partner Air China.

HKEX 0388 HK$87.85 | +HK$7.75| +9.68% |HKEX surged on hopes that the QDII rules
relaxation will boost turnover in the local
bourse and hence the bourse operator’s
bottom-line.

Hang Seng China Enterprises Index (HSCEI)
Stock Stock | Closing Price W-O-W Change Remarks / Comments
Code @18/05/07
Absolute %

Angang Steel 0347 HK$18.72 | +HK$1.76| +10.38% | A & H dual-listed counters attracted keen

Jiangxi Copper | 0358 HK$12.40 +HK$1.10| +9.73% [buying interests after Beijing eased rules to

Sinopec 0386 HK$8.04 +HK$0.71| +9.69% |allow banks to invest into overseas

Anhui Conch 0914 HK$39.00 | +HK$4.30| +12.39% | equities.

Cement

Ping An 2318 HK$46.40 | +HK$1.95| +4.39%

Insurance

Chalco 2600 HK$10.46 | +HK$0.63| +6.41%

China Life 2628 HK$25.75 | +HK$1.15| +4.67%

Insurance

Guangshen 0525 HK$6.38 +HK$0.65| +11.34% | The counter surged on speculation of asset

Railway injection by the government.

PetroChina 0857 HK$10.22 | +HK$0.50| +5.14% | The oil major said the recovery rate at the
newly-discovered Jidong oil field in Bohai
Bay could be over 40%, above the Chinese|
industry’s average level of 20% to 30%.

Hang Senqg Chin

a-Affiliated Corporations Index (HSCCI)

Stock Stock | Closing Price W-O-W Change Remarks / Comments
Code @18/05/07
Absolute %
Shenzhen 0152 HK$0.79 +HK$0.11| +16.18% | The counter continued to ride on
International speculation of an asset injection by the
Shenzhen municipal government.
Brilliance China| 1114 HK$1.87 +HK$0.17| +10.00% | Share price of the automaker surged on
expectations that its Zhonghua sedan unit
would break even in 1H 2006.
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Summary of US Economic News

Indicator Change/Index Comments
Consumer price index +0.4% m-o-m | CPI advanced a slower-than-expected 0.4% in April
— April 2007 on a continued rise in energy and food prices.

Excluding the volatile food and energy prices, the
core CPI rose 0.2% in April, in line with market
expectations.

Housing starts
— April 2007

+2.5% m-o0-m

Housing starts rose 2.5% to an annual rate of 1.528
million units in April. However, permits for future
construction plunged 8.9% in April, the sharpest
drop since a 24% fall in February 1990.

Industrial production
— April 2007

+0.7% m-0-m

Industrial production jumped a bigger-than-
expected 0.7% in April on growths in utilities, auto
and high-tech manufacturing output.

Initial jobless claims -5,000 New claims for jobless benefits unexpectedly fell by

— the week ended 12" May 2007 5,000 last week, marking the 5" straight week of
decline, to a seasonally adjusted 293,000 — the
lowest level since mid-January.

Leading indicators -0.5% m-o-m | The Conference Board's index of leading indicators

— April 2007

slipped a more-than-expected 0.5% in April to
137.3, suggesting a slowdown in economic growth
in the months ahead.

Forthcoming Important Announcements / Events

21° May 2007 (Monday) HK Consumer price index — April 2007
Jiahua Stores (0602) — trading debut
us Campbell Soup Co — Q3 2006/07 results
Lowe’s Cos Inc — Q1 2007/08 results
22" May 2007 (Tuesday) HK No important announcements / events
us Freddie Mac — Q1 2007 results
Staples Inc — Q1 2007/08 results
23" May 2007 (Wednesday) HK Lenovo Group (0992) — FY2006/07 final results
Belle International (1880) — trading debut
us Abercrombie & Fitch Co — Q1 2007/08 results
Target Corp — Q1 2007/08 results
24™ May 2007 (Thursday) HK Buddha’s Birthday holiday
us Durable goods orders — April 2007
Initial jobless claims — the week ended 19" May 2007
New home sales — April 2007
Barnes & Noble Inc — Q1 2007/08 results
Foot Locker Inc — Q1 2007/08 results
Gap Inc — Q1 2007/08 results
25" May 2007 (Friday) HK I.T Ltd. (0999) — FY2006/07 final results
us Existing home sales — April 2007
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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).

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. Information and opinions expressed herein
reflect a judgment as of the date of this document and 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.

This document is not directed to, or intended for distribution to or use by, any person or entity who is a
citizen or resident of, or located in, any locality, state, country or other jurisdiction, publication,
availability or use would be contrary to law and regulation.




