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A sluggish start for 2008
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Review & Outlook of Market Performance

The local stock markets swung between positive and negative territories during the first trading week
of 2008, as the market is still sketching the investment strategy for the Olympic year. Stocks traded
lower during the 1% two sessions of 2008, as inflation fear escalated after crude oil prices hit a new
record high above US$100 a barrel, while portfolio rebalancing and profit taking by fund managers
with global focus also led to pressure on the local stock market. The Hang Seng Index was little
changed over the week with a small w-o-w gain of 149 points or 0.5% at 27,519.69, while the H-share
index dipped 0.6% at 15,903.40.

Hong Kong stocks showed divergent performances over the week, amid different interest rate
expectations in the PRC and the US. Mainland banking counters and property developers remained
under pressure, as the Mainland authorities may take additional austerity measures to cool down its
economy. In contrast, local property developers and landlords showed much better gains, especially
MTRC - the largest listed developer in terms of land bank in town, as the US Fed reiterated in its
latest FOMC minutes that it would cut rates if economic conditions deteriorate. Amongst other
winners, gold miners rose sharply on rising bullion prices, while PRC consumer plays finished the
week with decent gains amid speculative buying on the 2008 Beijing Olympics theme.

HK equities failed to impress with a sluggish 2008 debut. However, it is not disappointing given a
strong gain of 37.8% and 53.8% in the blue-chip index and the H-share index for last year,
respectively. In the near term, the stock market may sway back and forth amid news of policy
changes, sector reforms, as well as glimpse of 2007 earnings results. Nonetheless, the downside
should be well protected, as persistent fund inflows (e.g. QDII) from the Mainland and a potential US
rate cut by the end of this month should support share prices. We see the Hang Seng Index should
have good support at 27,000.

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

Remarks: (*) closing as of 3" January 2008

Date us us JAPAN SINGAPORE| MALAYSIA BANGKOK TAIPEI
Dow Jones NASDAQ | Nikkei Avg STI KLSE Index SET Index | Weighted Index

Week to

4th Janunary 13,056.72* 2,602.68* 14,691.41 3,437.79 1,466.67 821.71 8,221.10

28th December 13,365.87 2,674.46 15,307.78 3,445.82 1,447.04 858.10 8,396.95

Change -309.15 -71.78 -616.37 -8.03 +19.63 -36.39 -175.85

% -2.3% -2.7% -4.0% -0.2% +1.4% -4.2% -2.1%

Major Changes in Index Constituent Stocks (Week ended 4" January 2008)
Hang Seng Index (HSI)

Stock Stock | Closing Price W-O-W Change Remarks / Comments
Code @4/1/08
Absolute %

MTRC 0066 HK$32.00 +HK$3.95 | +14.08% [ MTRC, which holds the largest land
bank among listed property developers
in the territory, was the biggest gainer in
the HSI during the week, as investors
are expecting MTRC to benefit from
property development atop its new
railway projects.

Hang Seng China Enterprises Index (HSCEI)

Construction

Communications

Stock Stock | Closing Price W-O-W Change Remarks / Comments
Code @4/1/08
Absolute %

Zijin Mining 2899 HK$13.44 +HK$1.78 | +15.27% | Gold miners were among the winners
amid rising bullion prices. International
gold prices surged over the week, after
NYMEX crude oil futures price hit
US$100 per barrel triggering inflation
fear.

China 1800 HK$22.75 +HK$2.65 | +13.18% | CCCC rallied on bargain hunting,

tracking strong gains in its bigger rival
China Railway (0390). Meanwhile, news
reported that CCCC has made the
lowest bids for the six phases of the

Beijing-Shanghai  high-speed railway
project, but the result is not yet
announced.

Hang Seng China-Affiliated Corporations Index (HSCCI)

Stock Stock | Closing Price W-O-W Change Remarks / Comments
Code @4/1/08
Absolute %
Kingway 0124 HK$2.65 +HK$0.56 | +26.79% | Kingway jumped sharply, as the market
Brewery chased after Mainland consumer plays
ahead of the 2008 Beijing Olympics.
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Summary of US Economic News

Indicator

Change/Index

Comments

Existing home sales — November 2007

+0.4%

Existing home sales rose 0.4% m-o-m in Nov
07 to an annual rate of 5 million units, after a
drop in Oct 07.

ISM manufacturing index — December
2007

47.7

The ISM manufacturing index fell to 47.7 in
Nov 07 from 50.8, much worse than the
consensus forecast of 50.5. It fell for the first
time in the last 11 months below a reading of
50, implying a contraction in the US
manufacturing sector.

Construction spending — November 2007

+0.1%

Construction spending grew a better-than-
expected 0.1% in Nov 07, thanks to business
and government spending.

Factory orders — November 2007

+1.5%

Factory orders jumped in Nov 07, largely due
to rising crude oil prices and strong demand for
energy. Orders for non-defence goods
excluding aircraft, a widely used indicator for
capital spending among business companies,
fell for the second consecutive months by 0.1%
after a 3% drop in Oct 07.

Initial jobless claims — the week ended
22" December 2007

-21,000

Initial jobless claims fell 21,000 to 336,000 last
week from a two-year high reported in the
previous week, slightly better than market
expectations.

Forthcoming Important Announcements / Events

7™ January 2008 (Monday) HK No important announcement/ event
us No important announcement/ event
8™ January 2008 (Tuesday) HK No important announcement/ event
us Pending home sales — November 2007
ALCOA Inc — Q4 2007 results
9™ January 2008 (Wednesday) HK Public Financial (0626) — final results
us No important announcement/ event
10™ January 2008 (Thursday) HK Global Tech (Holdings) (0143) — final results
Berjaya Holdings (HK) (0288) — interim results
us Initial Jobless Claims — the week ended 5" January 2008
11™ January 2008 (Friday) HK Ming Fung Jewellery (0860) — final results
Netel Technology (Holdings) (8256) — interim results
us Trade balance — November 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.




