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HK investors took a bumpy ride amid volatile PRC market
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Review & Outlook of Market Performance

Hong Kong shares swung between positive and negative territories during the week, tracking a volatile
Mainland stock market. The PRC and the HK benchmark stock indexes moved up on Wednesday on
rumours about government support in the PRC stock market. It soon lost steam on Thursday as the
rumours did not materialise. Both the HK and PRC equities markets regained some ground initially on
Friday, following Beijing’s decision to raise refined oil product prices that would help index heavyweights
PetroChina and Sinopec. However, the impulse was short-lived, as investors remained bearish and rushed
to take profit on market rebound. Over the week, the Hang Seng Index inched up 0.7% to 22,745.60, while
the HSCEI rose 1.1% to 12,343.54. The turnover remained low with daily average at HK$61.6 billion, after
setting a one-year low on Tuesday.

HK investors had a bumpy ride this week, amid rumours that Beijing would introduce another round of
administrative measures to support the domestic stock markets after the CSI 300 Index fell for ten
consecutive days on Tuesday. In fact, Beijing did not introduce any supportive measures, but it raised
domestic refined oil product prices - a step forward to rationalise the rigid energy pricing regime in the
Mainland. The news helped boost PetroChina and Sinopec, lifting both the HK and the PRC stock indexes.
However, the price hike also laid pressure on the Mainland airlines, as domestic jet fuel price was raised by
RMB1,500 per tonne or about 25%. All in all, PetroChina and Sinopec were among the winners with gains
of 4.9% and 11.3% w-o-w, respectively, while Air China underperformed to finish the week down by 8.4%.
Meanwhile, Beijing also raise power tariffs by nearly 5% and put a cap on thermal coal prices, which helped
power producers like Huaneng Power (+1.7% w-0-w) but depressed coal miners like China Shenhua
(-1.7% w-0-w).

The near-term market sentiment should stay weak, amid high crude oil prices and policy risk in the
Mainland. Investors would keep close eyes on the next FOMC meeting to be held on Jun 24-25, in order to
see the direction of the rate movements going forward. For the next week, the blue-chip index is seen
hovering between 22,500 to 23,000.

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

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

Week to

20th June 12,063.09* 2,462.07* 13,942.08 3,001.81 1,206.67 768.90 7,902.44

13th June 12,307.35 2,454.50 13,973.73 2,979.56 1,229.35 782.64 8,105.59

Change -244.26 +7.57 -31.65 +22.25 -22.68 -13.74 -203.15

% -2.0% +0.3% -0.2% +0.7% -1.8% -1.8% -2.5%

Remarks: (*) closing as of 19" June 2008

Major Changes in Index Constituent Stocks (Week ended 20™ June 2008)

Hang Seng Index (HSI)

Stock Stock
Code

Closing Price
@20/6/08

W-O-W Change

Remarks / Comments

Absolute %

Sinopec 00386

HK$8.08

+HK$0.82 | +11.29%

PetroChina 00857

HK$10.46

+HK$0.49 | +4.91%

The two Mainland oil refining giants were
among the winners during the week, after
Beijing decided to raise retail gasoline
and diesel and wholesale jet fuel oil
prices to reflect rising global crude oil
prices. It was the first hike in 8 months
while the rises of 16.7% and 18% for
gasoline and diesel prices, respectively,
were higher than market expectation of a
10% hike.

Hang Senqg China

Enterprises Index (HSCEI)

Stock Stock

Code

Closing Price
@20/6/08

W-0O-W Change

Remarks / Comments

Absolute %

Aluminium Corp | 02600
of China

(Chalco)

HK$10.32

-HK$0.76 -6.86%

Chalco was under pressure this week, as
investors feared that the rise of power
tariffs for industrial use in the Mainland
would put further cost pressure on its
alumina production. Market is expecting
Chalco would report a weaker 2™ quarter
result, while the company said its bottom
line for the 1H would be at least 50%
lower from a year earlier.

Air China 00753

HK$4.49

-HK$0.41 -8.37%

The Mainland airlines were among the
losers, after Beijing raised domestic jet
fuel oil prices by more than 25%.

Hang Seng China-Affiliated Corporations Index (HSCCI)

International

Stock Stock | Closing Price W-0O-W Change Remarks / Comments
Code @20/6/08
Absolute %
China Insurance | 00966 | HK$20.00 +HK$0.70 | +3.63% |CIlIH announced that its 50.05% owned

Tai Ping Life Insurance recorded
accumulated premium income  of
RMB8.90 billion during the first 5 months
of this year, up about two-third from a
year earlier.
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Summary of US Economic News

Indicator

Change/Index Comments

Housing starts — May 2008

-3.3% Housing starts fell 3.3% to an annual rate of
975,000 units in May from 1,008,000 in April,
slightly below forecast of 980,000. The figure was at
a 17-year low, pointing to a batter US property
sector.

Producer price index — May 2008

+1.4% Producer prices rose 1.4% in May after a 0.2% rise
in April, mainly driven by surging energy and food
prices. Stripping out volatile energy and food prices,
the core PPI grew 0.2%, down from 0.4% in April.

Industrial production — May 2008 -0.2% Industrial output fell 0.2% last month after a 0.7%
drop in April, falling short of forecast of a 0.1% dip.

Initial jobless claims — the week ended -5,000 Initial jobless claims fell 5,000 to 381,000 last week,

14" June 2008 beating market expectations.

Index of leading indicators — May 2008 +0.1% Leading economic indicators grew 0.1% in May,

slightly better than forecast of standing still.

Forthcoming Important Announcements / Events

23" June 2008 (Monday)

HK

Balance of payments — Q1 2008

Dickson Concepts (International) (00113) — final results

Hong Kong Economic Times Holdings (00423) — final results
Easyknit Enterprises Holdings (00616) — final results

Automated Systems Holdings (00771) — final results

Chongaqing Iron & Steel Company (01053) — final results

us

Consumer confidence — June 2008

24" June 2008 (Tuesday)

HK

Huafeng Group Holdings (00364) — interim results
Ming Fung Jewellery Group (00860) — interim results

us

Durable goods orders — May 2008
New home sales — May 2008

25" June 2008 (Wednesday)

HK

Miramar Hotel and Investment Company (00071) — final results
Tai Cheung Holdings (00088) — final results

Sa Sa International (00178) — final results

Public Financial Holdings (00626) — interim results

Jiwa Bio-Pharm Holdings (02327) — final results

us

FOMC policy statement
Nike — Q4 2007/08 results
Oracle — Q4 2007/08 results

26" June 2008 (Thursday)

HK

External trade — May 2008

Gold Peak Industries (Holdings) (00040) — final results

HKR International (00480) — final results

Man Sang International (00938) — final results

China-Hongkong Photo Products Holdings (01123) — final results

us

GDP (final) — Q1 2008

Initial jobless claims — the week ended 21* June 2008
Existing home sales — May 2008

Micron Technology — Q3 2007/08 results

27" June 2008 (Friday)

HK

Shaw Brothers (Hong Kong) (00080) — final results
United Pacific Industries (00176) — interim results
South East Group (00726) — final results

Jia Sheng Holdings (00729) — final results

us

Personal income and spending — May 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/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.




