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HSI hit new high on further rate cut expectation
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Review & Outlook of Market Performance

Hong Kong equities stayed volatile over the week, amid of the worries that the housing slump could drag down
the wider U.S. economy. Major stock indexes had massive fall on Monday. Yet, many investors and market
watches were caught in surprise on the following day after the HSI and HSCEI both got a V-shape rebound and
HSI surged to another record high on Friday on expectation of further rate cut in the US next week. Property
sector had the stellar performance over the week and jumped 12.3% w-o-w. The HSI surged 940 points (or
3.2%) at record high close of 30,405.22, yet the HSCEI dropped by 173.89 points (0.9%) at 19,548.49.

Earning results of PRC companies have been positive so far. In the first nine months, China Merchants Bank
reported net profits soared 128% y-0-y, underpinned by robust net interest income. China Mobile’s net profit
jumped 29.8% to RMB59.88 billion, supported by a record nhumber of users in Sept 07. China Telecom reported
net profit rose 1.8% to RMB17.258 billion. In Q3 2007, China Shipping Development posted a 70% jump in net
profit. China Southern Airlines reported net profit growth of 49% y-o-y to RMB1.875 billion. Industrial and
Commercial Bank of China reported 75.61% growth in net profit, on strong fee and commission income boosted
by the red-hot mainland stock market.

On the IPO front, Alibaba.com has frozen HK$350 billion of market liquidity in respect of its retail offering or
more than 186 times over-subscribed (excluding the portion of the cornerstone investors). The international
offering has reported US$180 billion order receipt. The price per share will probably be set at the top end of the
indicative range of HK$ HK$13.5. Ming Fai's retail tranche reported 40 times oversubscriptions, freezing liquidity
of some HK$2.1 billion, the international placement portion is 20 times oversubscribed. The price per share was
set at HK$2.98, also at the top end of the indicative range. Separately, to increase liquidity and curb the
strength of HKD, HK Monetary Authority intervened in the market, which was the first time since May 2005 to
keep the HK$/US$ TT rate staying at strong side of 7.75.

Looking ahead, next week market remains focus on aspiration for rate cut in US, QDII inflows and the upcoming
IPOs of Zhong An Real Estate and GCL-Poly Energy. Market is expecting the PRC will raise rates more
drastically by 54bps after 11.5% expansion in Chinese economy in the third quarter.

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

26th October 13,671.92* 2,750.86* 16,505.63 3,770.33 1,393.39 903.49 9,631.51

19th October 13,892.54 2,792.67 16,814.37 3,747.98 1,370.17 875.83 9,611.72

Change -220.62 -41.81 -308.74 +22.35 +23.22 +27.66 +19.79

% -1.6% -1.5% -1.8% +0.6% +1.7% +3.2% +0.2%

Remarks: (*) closing as of 25" October 2007

Major Changes in Index Constituent Stocks (Week ended 26" October 2007)
Hang Seng Index (HSI)

Stock Stock | Closing Price W-O-W Change Remarks / Comments
Code @26/10/07
Absolute %

Sino Land 0083 HK$24.65 +HK$5.17 | +26.54% | Hit record high amid of acquisition spree
and hope for rate cut in US next week.

SHK PPT 0016 HK$153.6 +HK$19.2 | +14.29% | Hit record high on rate cut aspiration.

China Netcom 0906 HK$23.35 -HK$2.6 | -10.02% | Deutsche Bank lowered the rating of the
counter from ‘Buy’ to ‘Hold’, claiming that
it is overvalued, yet the target price of
HK$22 is maintained.

Hang Seng China Enterprises Index (HSCEI)

Stock Stock | Closing Price W-O-W Change Remarks / Comments
Code @26/10/07
Absolute %

CSCL 2866 HK$10.34 +HK$1.38 | +15.40% | Shares leaped on the back of its
domestic listing plans.

Jiangxi Copper 0358 HK$24.95 -HK$5.8 | -18.86% | Reported a 16% drop in earnings for in
3Q 07. Net profit fell to RMB 1.26bn.
Goldman estimated its smelting is at a
loss.

Hang Seng China-Affiliated Corporations Index (HSCCI)

Stock Stock | Closing Price W-O-W Change Remarks / Comments
Code @26/10/07
Absolute %
CNPC (HK) 0135 HK$6.75 +HK$1.17 | +20.97% | Its 70% owned Bengara IT project in

Indonesia may have breakthrough
shortly. Company has finished 1 test well
and is drilling 3 more with promising
initial results. This may lead to near
term announcement of the
commercialization of the oil field. Thus,
will offer significant upside to current oll
reserve.
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Summary of US Economic News

Indicator Change/Index Comments

Existing home sales — September 2007 - 8% m-0-m Fell 8% in Sep to an annual rate of 5.04 million,
the fewest since records began in 1999.

Durable goods orders — September 2007 -1.7% m-o-m | Unexpectedly fell 1.7% (-5.3% in Aug).
Excluding a 39% decline in defense
equipment, orders rose 0.7%.

Initial jobless claims — the week ended - 8,000 claims | Decreased by 8,000 to 331,000 after reaching
20" October 2007 six-month high the prior week.
New home sales — September 2007 +4.8% m-o-m | Rose 4.8% unexpectedly to an annual rate of

770,000. Aug purchases were revised down to
an 11-year low of 735,000.

Forthcoming Important Announcements / Events

29" October 2007 (Monday) HK | : | ASM Pacific Technology (0522) — 3Q FY 2007 results
[.T Ltd (0999) — interim results

TCL Multimedia (1070) — 3Q FY 2007 results

Vitop Bioenergy (1178) — FY 2007 final results

Sino Katalytics (2324) — FY 2007 final results

TCL Communication (2618) — 3Q FY 2007 results
Tong Ren Tang (8069) — 3Q FY 2007 results

US | : | Verizon Communications - FY 2007 final results

30™ October 2007 (Tuesday) HK | : | Semiconductor Manufacturing International (0981) — 3Q FY
2007 results

BOC Hong Kong (2388) — 3Q FY 2007 results

Bank of Communications (3328) — 3Q FY 2007 results
Bank of China (3988) — 3Q FY 2007 results

US | : | Consumer Confidence — October 2007

Start of FOMC Meeting

315 October 2007 (Wednesday) HK | : | Quasar Communication (8171) — 3Q FY 2007 results
Money Supply — September

US | : | Kraft Food Inc. — Q3 FY2007 results

GDP (Advance) —Q3 2007

FOMC Announcement

Personal Consumption —Q3 2007

GDP Price Index —Q3 2007

Core PCE - Q3 2007

Employment Cost Index — Q3 2007
Chicago Purchasing Manager — Oct 2007
Construction Spending — September 2007

1% November 2007 (Thursday) HK | : | Truly International Holdings (0732) — 3Q FY 2007 results
Lenovo Group (0992) — interim results

Convenience Retail Asia (8052) — 3Q FY 2007 results
Shanghai Tonva Petrochemical (8251) — 3Q FY 2007 results
Retail Sales — September 2007

US | : | Exxon Mobil Corp — Q3 FY2007 results

ISM Mfg Index- October 2007

PCE Deflator — September 2007

2" November 2007 (Friday) HK | : | Frasers Property China (0535) — FY 2007 final results
China Rise International (0723) — interim results
Intcera High Tech (8041) — 1Q FY 2007 results
Jiangsu Nandasoft (8045) — 3Q FY 2007 results
Global Link Communications (8060) — interim results
Sino Haijing (8065) — 3Q FY 2007 results

China LotSynergy (8161) — 3Q FY 2007 results

US | : | Employment Situation — October 2007

Factory Order — September 2007




: : SBE A securities

EAST ASIA SECURITIES COMPANY LIMITED

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/lher 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.




