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Consecutive record closes for the HSI and HSCEI
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Review & Outlook of Market Performance

Riding on the momentum that started off late last week, Hong Kong stocks continued the rally particularly when
the US stock market advanced and after the China Securities Regulatory Commission announced on
Wednesday to allow fund managers and securities firm to invest in stocks and other structured products
overseas through the QDII scheme. Both the Hang Seng Index and the China Enterprises Index reached their
record highs and the daily mainboard turnover hit a record of over HK$100 billion on two straight days in view of
the liberation of QDII. Investors expect more liquidity from across the border to rush into the local bourses, and
this may lead to a re-rating of the local market as a whole near-term. The buying frenzy in mainland financials,
oil and telecom heavyweights drove the rallies in the HSI and the HSCEI. But the performance of local blue
chips remained generally lacklustre. While some investors started to concern the market might become
overbought amid this stellar run-up, the local bourses had the timely impetus to prolong the consecutive record
closes for the indices. The blue-chip index rallied 4.68% w-o-w to 21,999.91, after hitting an intraday high at
22,052.85 on Friday while the H-share index soared 6.95% to 12,239.71 after hitting an intraday high at
12,309.99 on Friday. Trading was hectic during the week with the average daily turnover at HK$103.3 billion,
significantly up from HK$64.4 billion during last week.

Lots of buying interests came in for China names with many counters setting life highs despite weakness in the
China A share market. China Mobile, China Construction Bank and PetroChina surged on the news of
upcoming A share issuance. HKEX soared to its 6th consecutive peak on the hope that funds inflow from QDII
will bring along sustainable boost in trading volume. Mainland banks generally caught up on their
underperformance so far this year, while mainland insurers jumped on hopes they would be next to get the
green light to invest abroad under the QDIlI scheme. Meanwhile, over ten IPOs are in the pipeline to take
advantage of the recent euphoria in the market.

Looking ahead, investors’ focus may be on the upcoming US interest rate decision. Profit-taking may kick in but
we see short-term downside to be limited as strong sentiment can send the market higher even after this week’s
consecutive run-ups.

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

22nd June 13,545.84* 2,616.96* 18,188.63 3,615.38 1,391.57 772.05 8,846.39

15th June 13,639.48 2,626.71 17,971.49 3,581.46 1,360.65 744.25 8,573.64

Change -93.64 -9.75 +217.14 +33.92 +30.92 +27.80 +272.75

% -0.7% -0.4% +1.2% +0.9% +2.3% +3.7% +3.2%

Remark (*): closing as of 21% June 2007

Major Changes in Index Constituent Stocks (Week ended 22" June 2007)

Hang Seng Index (HSI)

Stock Stock | Closing Price W-O-W Change Remarks / Comments
Code @22/06/07
Absolute %

China Mobile 0941 HK$84.65 +HK$8.85 | +11.68% | The company said it plans to raise up to
RMB80 billion in A-share offer in
Shanghai as early as July.

HKEX 0388 HK$108.90 | +HK$14.0 | +14.75% | The counter broke through the $100-
mark as it was viewed as a major
beneficiary of QDIlI scheme amid higher
trading volume in the local bourses.

China 0939 HK$5.32 +HK$0.41 | +8.35% |The bank plans to issue not more than 9

Construction billion new A shares raising over RMB50

Bank billion.

Hang Seng China Enterprises Index (HSCEI)

Stock Stock | Closing Price W-O-W Change Remarks / Comments
Code @22/06/07
Absolute %

PetroChina 0857 HK$11.72 +HK$0.92 | +8.52% | PetroChina said it will sell up to 4 billion
A-shares with a value of HK$47 billion
and use the money to buy oil and gas,
fund exploration, and build refineries and
pipelines.

Shanghai 2727 HK$3.79 +HK$0.55 | +16.98% | Citigroup said in a report that mainland

Electric Group power equipment companies were
seeing strong order flows this year and
they were attractive based on their
substantial discounts to global peers.

PICC 2328 HK$6.52 +HK$1.41 | +27.59% | Mainland insurers jumped on hopes they

China Life 2628 HK$28.95 +HK$3.20 | +12.43% | would be next to get the green light to

Insurance invest abroad under the QDII scheme.

Ping An 2318 HK$57.25 +HK$8.65 | +17.80%

Hang Seng China-Affiliated Corporations

Index (HSCCI)

International

Stock Stock | Closing Price W-O-W Change Remarks / Comments
Code @22/06/07
Absolute %
China Power 2380 HK$4.43 +HK$0.51 | +13.01% | Mainland power producers generally

edged up as there was news that a third
round of coal electricity price linkages
was warranted due to rising coal costs.
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Summary of US Economic News

Indicator

Change/Index

Comments

Housing starts — May 2007

32,000/-2.1%

In May, homebuilders saw housing starts drop to a
seasonally adjusted annual rate of 1.474 million
units, which was 2.1% below the revised April
estimate of 1.506 million. The May figures were
inline with market expectation of 1.475 million.

ended 16" June 2007

Index of leading indicators — May 0.3% The index of leading indicators rose 0.3% in May

2007 after a 0.3% drop in the prior month. This was
higher than market expectation of 0.2% mainly
boosted by rising stock prices, higher consumer
expectations and availability of jobs.

Initial jobless claims — the week +10,000 Initial jobless claims rose by 10,000 w-o-w to

324,000 last week, versus a consensus forecast of
310,000.

Forthcoming Important Announcements / Events

25™ June 2007 (Monday)

HK

us

Macau Prime Properties (0199) — final results
Huafeng Textile (0364) — interim results

HK Economic Times (0423) — final results
Golden Meditech (8180) — final results
Existing Home Sales — May 2007

Walgreen — 3Q07 results

26™ June 2007 (Tuesday)

HK

us

Dickson Concept (0113) — final results

Pico Far East (0752) — interim results

Sunny Global Holdings (1094) — interim results
Consumer Confidence — June 2007

New Home Sales — May 2007

Nike Inc. — FY2007 results

Oracle — FY2007 results

27" June 2007 (Wednesday)

HK

us

Miramar Hotel (0071) — final results

Shaw Brothers (0080) — final results

Tai Cheung Holdings (0088) — final results
United Pacific Industries (0176) — interim results
Town Health (8138) — final results

Ka Shui (0822) — Trading debut

Durable Goods Order — May 2007

28™ June 2007 (Thursday)

HK

Sa Sa (0178) — final results

HKR International (0480) — final results
Fujikon Industrial (0927) — final results

Man Sang International (0938) — final results

US | : | FOMC meeting

Initial jobless claims — the week ended 23rd June 2007
GDP - 1Q2007

Monsanto — 3Q07 results

3Com Corp — FY2007 results

29™ June 2007 (Friday)

HK | : | Cosmopolitan International (0120) — final results

Tao Heung (0573) — Trading debut

US | : | Chicago PMI — June 2007

Construction Spending— May 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.




