: : BE A securities

EAST ASIA SECURITIES COMPANY LIMITED

9/F, 10 Des Voeux Road Central, Hong Kong.
Dealing: 3608 8000 Research: 3608 8097 Facsimile: 3608 6132

HONG KONG RESEARCH

Restricted circulation Weekly Report
Analyst: Vincent Leung 20™ July 2007

The HSI hit fresh all-time high on late buying spree
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Review & Outlook of Market Performance

The local bourse was in a consolidation mode earlier this week after hitting new highs last Friday. In fact,
worries of heightened inflation pressure on the mainland amid escalating food prices clouded the market
sentiment in the early part of the week. Nevertheless, strength in the US stock markets, with the Dow recorded
its first close above the 14,000 mark on Thursday, reignited the sentiment. Strength in red chips, including
heavyweight China Mobile (HK$93.20, +1.4% w-0-w) and CNOOC, as well as strong buying interests in
laggards Cheung Kong (HK$114.00, +4.4% w-0-w) and Hutchison Whampoa (HK$87.75, +3.2% w-0-w) helped
drive the Hang Seng Index to a new all-time intraday high of 23,301.93 on Friday. The HSI also finished the
week at a fresh record closing high of 23,291.90, up 192.61 points or 0.8% w-o-w. Trading was less active this
week, with average daily turnover dropped to HK$78.4 billion.

Trading in H shares was cautious in this eventful week amid fears of further tightening measures by the
mainland government on inflationary pressure and overheating economy. On Thursday, the mainland’s
statistics bureau announced that the country’s CPI surged an alarming 4.4% y-o-y in June on higher food prices
while Q2 2007 GDP grew at an 11-year high of 11.9% y-o-y. Stock markets, having largely factored in another
possible rate hike by the PBOC, reacted calmly to these strong numbers. In fact, the PBOC after Friday's
market close raised the 1-year RMB lending and deposit rates by 27 bps, effective 21% July. However, profit-
taking in some recent gainers and weakness in Sinopec on concerns over its refining business on rising crude
oil prices dragged down the H-share index. The HSCEI ended this week’s trades at 13,152.25, down 0.4% w-o-
w.

Looking forward into next week, trading may turn more cautious following the rate hike on the mainland while
the interim results season for Hong Kong-listed companies draws near. However, market sentiment should
remain supportive, with market already digested the strong mainland economic data and factored in the
expected rate hike. Meanwhile, US corporate quarterly earnings reporting season will heat up next week, with a
slew of major corporates, including American Express, Merck, AT&T, Du Pont, McDonald’s, PepsiCo, Apple,
Boeing, 3M and Exxon Mobil releasing their latest report cards. Barring any unforeseen circumstances, the HSI
is expected to hold above the 23,000 mark.

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

20th July 14,000.41* | 2,720.04* 18,157.93 3,651.38 1,382.36 850.54 9,585.90

13th July 13,907.25 2,707.00 18,238.95 3,654.61 1,384.72 859.14 9,471.30

Change +93.16 +13.04 -81.02 -3.23 -2.36 -8.60 +114.60

% +0.7% +0.5% -0.4% -0.1% -0.2% -1.0% +1.2%

Remark (*): closing as of 19™ July 2007

Major Changes in Index Constituent Stocks (Week ended 20" July 2007)
Hang Seng Index (HSI)

Stock Stock | Closing Price | W-O-W Change Remarks / Comments
Code @20/07/07
Absolute %
CNOOC 0883 HK$9.69 +HK$0.34 | +3.6% | The offshore oil major jumped on strength in
crude oil prices.
CITIC Pacific 0267 HK$40.70 -HK$1.85 | -4.3% |The conglomerate succumbed to profit-

taking after the recent strong run on the
spin-off plan of its motor vehicle and
consumer products distribution unit, Dah
Chong Hong, in a separate listing.

Hang Seng China Enterprises Index (HSCEI)

Stock Stock | Closing Price | W-O-W Change Remarks / Comments
Code @20/07/07
Absolute %

China Coal 1898 HK$15.22 | +HK$0.64 | +4.4% |The mainland’'s 2" largest coal miner said it
would issue 1.525 billion A shares in an IPO
in Shanghai.

Zijin Mining 2899 HK$5.75 +HK$0.36 | +6.7% |The miner tracked the strength in gold
prices, which surged to a 6-week high.

Angang Steel 0347 HK$17.14 -HK$1.06 | -5.8% |The steelmaker declined on oversupply
concern.

Sinopec 0386 HK$8.29 -HK$0.70 | -7.8% | Negative outlook for its refining business
amid rising crude oil prices battered oil
refiner.

Hang Seng Chin

a-Affiliated Corporation

s Index (HSCCI)

Stock Stock | Closing Price | W-O-W Change Remarks / Comments
Code @20/07/07
Absolute %
Shanghai 0363 HK$35.75 +HK$3.25 | +10.0% | The conglomerate unveiled the plan to spin
Industrial off its printing business for a Hong Kong
IPO. The unit, Wing Fat Printing, prints
packaging for cigarettes and high-end
consumer products.
China 0688 HK$15.86 +HK$2.26 | +16.6% | The property developer proposed a bonus
Overseas issue on the basis of one warrant for every
12 shares held at a subscription price of
HK$12.50 per share.
China 0966 HK$19.96 +HK$2.86 | +16.7% | The insurer continued its upsurge after its
International unit Tai Ping Life recorded solid premium
Insurance growth in the first half of this year.
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Summary of US Economic News

Indicator Change/lndex Comments
Producer price index -0.2% m-o-m | PPI declined by 0.2% in June on lower overall energy
— June 2007 costs, after shooting up by 0.9% in May. Stripping out the

volatile food and energy costs, core PPI in June climbed
0.3% after rising 0.2% in May.

Industrial Production
— June 2007

+0.5% m-o-m

Industrial output rose by a slightly bigger-than-expected
0.5% in June on a 2.5% jump in auto production,
following a revised 0.1% drop in May.

Consumer price index
— June 2007

+0.2% m-0-m

CPI rose by a slightly bigger-than-expected 0.2% in
June. Stripping out the volatile food and energy prices,
core CPlI was also up 0.2%, in line with market
expectations.

Housing Starts
— June 2007

+2.3% m-0-m

Housing starts rose unexpectedly to an annual rate of
1.47 million from a revised 1.43 million in May.

— June 2007

Initial jobless claims -8,000 Initial claims for jobless benefits fell to 301,000 last week,

— the week ended 14" July 2007 their lowest level in two months, from an upwardly-
revised 309,000 claims in the prior week.

Leading Indicators -0.3% m-o-m | The Conference Board's Index of Leading Economic

Indicators fell 0.3% in June after a downwardly-revised
0.2% rise in May.

Forthcoming Important Announcements / Events

23 July 2007 (Monday)

HK
us

TOM Online (8282) — FY2007 interim results
American Express Co — Q2 2007 results
Merck & Co Inc — Q2 2007 results

Texas Instruments Inc — Q2 2007 results

24™ July 2007 (Tuesday)

HK
us

Skyworth Digital (0751) — FY2006/07 final results
Amazon.Com Inc — Q2 2007 results

AT&T Inc — Q2 2007 results

Chubb Corp — Q2 2007 results

El Du Pont de Nemours & Co — Q2 2007 results
Eli Lilly & Co — Q2 2007 results

Kimberly-Clark Corp — Q2 2007 results

Legg Mason Inc — Q1 2007/08 results
Lockheed Martin Corp — Q2 2007 results
McDonald's Corp — Q2 2007 results

PepsiCo Inc — Q2 2007 results

United Parcel Service Inc — Q2 2007 results

25" July 2007 (Wednesday)

HK
us

Coastal Greenland (1124) — FY2006/07 final results
Existing home sales — June 2007

Apple Inc — Q3 2006/07 results

Boeing Co — Q2 2007 results

Colgate-Palmolive Co — Q2 2007 results
ConocoPhillips — Q2 2007 results

Qualcomm Inc — Q3 2006/07 results

26" July 2007 (Thursday)

HK Trade statistics — June 2007

Tiangong International (0826) — trading debut
Durable goods orders — June 2007

Initial jobless claims — the week ended 21 July 2007
New home sales — June 2007

3M Co — Q2 2007 results

Amgen Inc — Q2 2007 results

Comcast Corp — Q2 2007 results

Dow Chemical Co — Q2 2007 results
Exxon Mobil Corp — Q2 2007 results

Ford Motor Co — Q2 2007 results

Kellogg Co — Q2 2007 results

Travelers Cos Inc — Q2 2007 results

us

27" July 2007 (Friday)

HK
us

China Water Affairs (0855) — FY2006/07 final results
GDP (advance) — Q2 2007
Chevron Corp — Q2 2007 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).

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.




