: : SBE A securities

EAST ASIA SECURITIES COMPANY LIMITED
9/F, 10 Des Voeux Road Central, Hong Kong.
Dealing: 3608 8000 Research: 3608 8096 Facsimile: 3608 6132

HONG KONG RESEARCH

Restricted circulation Weekly Report
Analyst: Sabina Cheng 6™ June 2008

China telecom shares got sell-off after resumed trading
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Review & Outlook of Market Performance

Driven by news flows including the banking sectors’ merger and acquisition, the massive telecom
restructuring and the fears for another round of austerity measures to control price in the PRC, Hong Kong
shares remained depressed in the first few days of the week. Not until Thursday could the Hang Seng
Index find a toehold at round 24,000. Over the week, the HSI fell 0.53% or 131 points to close at
24,402.18, while the HSCEI was down 1.87% to 13,513.21. The average daily turnover for the week was
up and reached HK$71.9 billion, compared with HK$68.2 billion in the previous week.

Following the shake-up in the PRC'’s telecom sector, China Unicom would pay US$24 billion to take over
China Netcom and was unloading its underperforming CDMA network to China Telecom for a cash
consideration of Rmb43.8bn, the 3 telecom shares resumed trading on Tuesday. Closing the week, China
Unicom dived 17.86% to HK$15.18 while China Telecom was 12.52% lower to HK$4.96 and China
Netcom gave up 14.97% to HK$23. Meanwhile, it was announced that China Merchants Bank would
acquired Wing Lung Bank at 2.9 times 2007 book and Spain's 2"-largest bank, BBVA would double its
stake in CIFH (0183) and China CITIC Bank (0998). This triggered a single-day rally in some of the local
lenders such as Dah Sing Banking and Chong Hing Bank, up 7.43% and 3.7%, respectively on
Wednesday. Share price of coal producers underperformed on news related to coal price control by the
PRC government. Yanzhou Coal plunged 8% to HK$15.64, China Shenhua dropped 2.59% to HK$33.9
and China Coal Energy sank 9.03% to HK$15.92.

Xtep made an underwhelming trading debut on Tuesday and plunged 6.17% to close HK$3.8 from its IPO
price of HK$4.05 and closed the week at HK$3.75, down 7.41%. On Friday, Pou Sheng and Central China
Real Estate also disappointed the market on their respective debut trading, down by 14.4% and 2.91% to
HK$2.61 and HK$2.67, respectively. Wah Kong even postponed its IPO as the management failed to set
the final IPO price with the sponsor.

Looking ahead, market sentiment could be driven by news flow from the Mainland as well as the US
economic data. It is expected that HSI will be range traded between 23,000 to 25,000 in the near term.

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 TAPE
Dow Jones NASDAQ | Nikkei Avg ST KLSEIndex | SETIndex | Weighted Index

Week to

6th June 12,604.45* 2,549.94* 14,489.44 3,146.73 1,24857 817.33 8,745.35

30th May 12,646.22 2,508.32 14,338.54 3192.62 1,276.10 833.65 8,619.08

Change 4177 +41.62 +150.90 -45.89 -2753 -16.32 +126.27

% -0.3% +1.7% +1.1% -1.4% -2.2% -2.0% +1.5%

Remarks: (*) closing as of 5™ June 2008

Major Changes in Index Constituent Stocks (Week ended 6" June 2008)
Hang Seng Index (HSI)

Stock Stock | Closing Price W-O-W Change Remarks / Comments
Code @6/6/08
Absolute %
China Unicom 00762 HK$15.18 -HK$3.30 | -17.86% [ The counters were amongst the worst
China Netcom 00906 HK$23.00 -HK$4.05 | -14.97% | performed shares over the week, after

the Mainland rolled out details of the
tele-communications restructuring on
Monday, saying that China Unicom
would pay US$24 billion to take over
China Netcom.

Hang Seng China Enterprises Index (HSCEI)

Stock

Stock
Code

Closing Price

@6/6/08

W-O-W Change

Remarks / Comments

Absolute

%

China Telecom

00728

HK$4.96

-HK$0.71

-12.52%

The counter was amongst the worst
performed H-share after the PRC rolled
out the details of the telecommunications
sector restructuring on Monday, saying
that China Netcom was unloading its
underperforming CDMA network to
China Telecom for a cash consideration
of RMB43.8bn.

China Coal

01898

HK$15.92

-HK$1.58

-9.03%

Yanzhou Coal

01171

HK$15.64

-HK$1.36

-8.00%

Share prices of coal producers plunged
after news reported that the Shaanxi
provincial government urged local coal
producers not to hike prices before mid-
Sept 2008 and Shandong provincial
government had introduced a temporary
price cut for some thermal coal in the
next three months.

Hang Seng China-Affiliated Corporations Index (HSCCI)

Stock Stock | Closing Price W-O-W Change Remarks / Comments
Code @6/6/08
Absolute %
Shenzhen 00604 HK$3.48 +HK$0.26 | +8.07% |The counter outperformed, but on no
Investment special news other then a payment of

semi-annual dividend for the six-month
ended at 31% December 2008.
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Summary of US Economic News

Indicator

Change/Index Comments

Construction spending — April 2008

-0.4% US construction spending fell 0.4% in April,
followed a 0.6% drop in March, as the residential
sector continued to be deteriorating.

ISM manufacturing index — May 2008

49.6 The ISM manufacturing index rose to 49.6 from
48.6 in April, beating forecast on the back of higher
international demand for American-made goods
amid the domestic economic slump.

Factory orders — April 2008

+1.1% New orders for manufactured goods rose in 1.1%
in April, up for two consecutive months and beating
consensus, after a 1.5% rise in March.

Productivity (revised) —Q1 2008

+2.6% Productivity rose at a 2.6% in Q1 2008. Last
month, the government estimated a 2.2% Q1 2008
gain after a 1.8% rise in the Q4 2007. Companies
trimmed staff hours at the fastest pace in five years
as they faced soaring raw materials costs and
lower sales.

ISM non-manufacturing index — May
2008

51.7 ISM non-manufacturing index fell to 51.7 from 52 in
April.  Growth in US services industries slowed
less than expectation in May as a jump in new
orders offset a decline in employment.

Initial jobless claims — the week
ended 31% May 2008

357,000 Initial jobless claims decreased unexpectedly by
18,000 to 357,000 last week, possibly reflecting the
closure of government offices for the Memorial Day
holiday.

Forthcoming Important Announcements / Events

9™ June 2008 (Monday) HK

Market holiday

us

Pending home sales index — April 2008

10" June 2008 (Tuesday) HK

No important announcement/event

us

International trade — April 2008

11" June 2008 (Wednesday) | HK

CIL Holdings Limited (00479) — interim and final results
TPV Technology Limited (00903) — Q1 results

us

Beige Book — May 2008

12™ June 2008 (Thursday) HK

Norstar Founders Group Limited (02339) — final results

B.A.L. Holdings Limited (08079) — interim results

A8 Digital Music Holdings Limited (00800) — trading debut
Little Sheep Group Limited (00968) — trading debut

us

Retail sales — May 2008
Jobless claims — the week ended 7" June 2008
Business inventories — April 2008

13" June 2008 (Friday) HK

Industrial production — Q1 2008

Producer price — Q1 2008

ABC Communications (Holdings) Limited (00030) — final results
China Medical and Bio Science Limited (08120) — Q3 results
Eco-Tek Holdings Ltd (08169) — interim results

Enviro Energy International Holdings Limited (08182) — Q3 results
Chongging Machinery & Electric Co., Ltd (02722) — trading
debut

us

Consumer price index — May 2008
Consumer sentiment — June 2008
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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/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.




