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Both HSI and HSCEI hit record
HSI Weekly Movement Weekly Market Statistics
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Review & Outlook of Market Performance

Despite growing concerns of a fresh round of monetary tightening in the Mainland, Hong Kong stocks
finished the week with a decent rise, led by strong gains in H shares. Both the Hang Seng Index and the
Hang Seng China Enterprises Index ended at record highs. The blue-chip index gained 2.5% w-0-w to
21,017.05, the first time it closes above 21,000, while the H-share index rallied 5.7% to 11,443.91, after
hitting an intraday high at 11,491.27.

China released a set of economic figures during the week, which showed the inflationary pressure heated
up and economic activities accelerated in May. May 07 CPI inflated 3.4%, up from 3.0% in April, while
retail sales jumped 15.9% y-0-y last month, the fastest pace in three years. Urban fixed-asset investment
surged 25.9% in the Jan-May period, higher than market expectations of a 25.7% rise. In the wake of the
surprisingly strong figures, the State Council signalled the Chinese government would introduce further
tightening to cool down the economy and remove excess market liquidity. Domestic A shares this time
reacted more calmly with only a modest drop. H shares even rallied after the news that the CSRC will
study and introduce “arbitrage” measures in order to eliminate the huge price discrepancy between A
shares and H shares. Such measures are expected to lead to capital inflows and help lift H share prices.
Chalco and Shenhua, China Coal and Yanzhou Coal, were among the winners, as demand for aluminum
and coal is seen staying strong in the Mainland.

Meanwhile, banking plays continued their lacklustre performance amid concerns over tightening interest
margins in Hong Kong. Property developers also underperformed, as the auction result of a West Kowloon
land site failed to impress.

For the coming week, the stock market may take a breather after strong gains during the last couple of
sessions. However, we expect the short-term downside should be limited, as investors may hunt for
bargains in Mainland financials and traditional blue chips following their underperformance so far this year.

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

15th June 13,553.72* 2,599.41* 17,971.49 3,581.46 1,360.65 744.25 8,573.64

8th June 13,424.39 2,573.54 17,779.09 3,491.59 1,352.39 752.00 8,300.71

Change +129.33 +25.87 +192.40 +89.87 +8.26 -1.75 +272.93

% +1.0% +1.0% +1.1% +2.6% +0.6% -1.0% +3.3%

Remark (*): closing as of 14™ June 2007

Major Changes in Index Constituent Stocks (Week ended 15" June 2007)

Hang Seng Index (HSI)

Stock Stock | Closing Price W-O-W Change Remarks / Comments
Code @15/06/07
Absolute %
China Unicom 0762 HK$12.04 +HK$0.98 | +8.86% |Mainland mobile and fixed-line network
carriers were among the winners during
the week, after Ericsson signed a
China Netcom 0906 HK$20.95 +HK$1.05 | +5.28% |framework agreement with China
Mobile’s parent company to provide
US$1 hilion worth of networking
China Mobile 0941 HK$75.80 +HK$3.45 | +4.77% |equipment. Investors have been keen on
bidding up the mobile and telecom
counters once there are signs of the 3G
service launch in the Mainland.
Hang Seng China Enterprises Index (HSCEI

Stock Stock | Closing Price W-O-W Change Remarks / Comments
Code @15/06/07
Absolute %

Aluminum Corp 2600 HK$13.20 +HK$2.88 | +27.91% | The stock jumped sharply over the

of China week, after brokerage house Goldman
Sachs upgraded it from “neutral” to
“buy”, citing strong demand for the base
metal in the Mainland.

Yanzhou coal 1171 HK$11.48 +HK$1.36 | +13.44% | Demand for coal remained strong in the

China Coal 1898 HK$11.94 +HK$1.88 | +18.69% | Mainland, after figures showed that coal

China Shenhua | 1088 HK$26.45 | +HK$1.95 | +7.96% | exports tumbled 23% m-o-m in May.

Hang Seng China-Affiliated Corporations

Index (HSCCI)

Stock Stock | Closing Price W-O-W Change Remarks / Comments
Code @15/06/07
Absolute %
Shenzhen 0604 HK$5.30 +HK$0.6 | +12.77% | The stock rallied after the company said
Investment it secured a 1.78 million-sq m land site in

Foshan, Guangdong province for
RMB2.27 billion. Shenzhen Investment
is planning to build villas, low-rise
apartments and a five-star hotel on the
site.
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Summary of US Economic News

Indicator

Change/Index

Comments

Retail sales — May 2007

+1.4%

Retail sales picked up steam last month and rose
1.4% m-o-m, after a 0.2% drop in April. It was the
strongest growth in sales since January 2006 and
higher than consensus forecast of a 0.6% rise.

Business inventory — April 2007

+0.4%

Business inventory surged 0.4% in April. However,
thanks to a stronger rise in sales, the stocks-to-
sales ratio dipped to 1.27 months in April from 1.28
months in March.

Producer price index — May 2007

+0.9%

PPI rose 0.9% in May after a 0.7% increase in
April, slightly higher than market expectations of a
0.6%. Stripping out volatile food and energy prices,
core PPl inched up 0.2% m-o-m in May, in line with
economists’ expectations.

Initial jobless claims — the week
ended 9" June 2007

Unchanged

Initial jobless claims was unchanged w-o-w at
311,000 last week, versus consensus forecast of a
modest rise to 312,000.

Forthcoming Important Announcements / Events

18™ June 2007 (Monday) HK Huabao International (0336) — final results
Next Media (0282) — final results
Tse Sui Luen (0417) — final results
us No important announcements / events
19" June 2007 (Tuesday) HK Market holiday — Tuen Ng Festival
us Housing starts — May 2007
Best Buy Co., Inc. — Q1 FY2007/08 results
20" June 2007 (Wednesday) HK Macau Success (0487) — interim results
Vtech Holdings (0303) — final results
us Morgan Stanley — Q2 FY2006/07 results
21% June 2007 (Thursday) HK Unemployment & underemployment statistics — Mar-May 07
Bossini International (0592) — interim results
Mirabell (1179) — final results
Sincere (0244) —final results
Yue Yuen Industrial (0551) —interim results
us Initial jobless claims — the week ended 16" June 2007
Index of leading indicators — May 2007
22" June 2007 (Friday) HK Consumer price index — May 2007
Joyce Boutique (0647) — final results
us No important announcements / events
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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.




