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Battered financials led the market down for the 3™ straight week
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Review & Outlook of Market Performance

Hong Kong stocks fell for the third week in a row, as sell-off in worldwide financial plays re-emerged
following disappointing results from Royal Bank of Scotland and State Street. Talks of rights issue led to
additional selling pressure on HSBC and sent it to a fresh 10-year low, which gave the HK’s blue-chip index
a hard hit during the week. The Hang Seng Index ended the week down by 676.91 points or 5.1% to
12,578.60. The HSCEI tumbled 6.8%, dragged by poor performance of China Life on its profit warning.
Market turnover eased ahead of the Lunar New Year holiday, with the daily average down to HK$38.9
billion from HK$51.2 billion in the previous week.

Bellwether HSBC fell for 8 consecutive sessions before a minor pick-up on Thu and Fri, as analysts revised
sharply down its target price amid talks of rights issue to raise additional capital. HSBC declined the rumor,
but its shares still hit a low of HK$54.9 on Wed and ended the week down by 10.5%. Meanwhile, China
said GDP growth slowed to 9.0% in 2008 from 13.0% a year ago, marking the slowest pace in seven years,
as the economy grew only 6.8% in Q4. It explained why Beijing swiftly launched the massive RMB4,000
billion economic stimulus package in November last year. Due to a sharp downturn in economic growth in
Q4 as well as volatile financial market conditions in 2H 2008, corporate earnings was hard hit, leading to
profit warning from major H-share companies like China Life, Sinopec, China Railway. Nonetheless, such
profit warnings may not be negative to share prices. For instance, Sinopec said its 2008 bottom line would
decline by more than 50%, but indeed we saw its operating environment has largely improved since Q4
2008. Sinopec outperformed the general market with a contained 2.1% drop during the week.

HK investors will experience a long holiday break amid the Lunar New Year. In the meantime, the Federal
Reserve will hold the first FOMC meeting in 2009 on next Tue and Wed and interest rates are seen to stay
at the current ultra low levels. For the HK stock market, the HSI has initially formed a support near 12,500.
However, its performance in the beginning of the Year of OX will largely depend on performance of
overseas markets during the holiday break, especially whether the Dow Jones Industrial Average could
hold on to the 8,000 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 TAIPE|
Dow Jones NASDAQ Nikkei Avg STl KLSE Index SETIndex | Weighted Index

23rd January 8,122.80 1,465.49" 7,745.25 1,685.23 872.69 43352 4,247.97"

16th January 8,281.22 1,5629.33 8,230.15 1,730.45 896.47 435.20 4,353.70

Change -158.42 -63.84 -484.90 -45.22 -23.78 -1.68 -105.73

% -1.9% -4.2% -5.9% -2.6% 2.7% 0.4% -24%

Remarks: (*) closing as of 22" January 2009; (*) closing as of 21° January 2009

Major Changes in Index Constituent Stocks (Week ended 23™ January 2009)
Hang Seng Index (HSI)

Stock Stock | Closing Price W-O-W Change Remarks / Comments
Code | @23/01/09
Absolute %

HSBC Holdings | 00005 HK$57.45 -HK$6.75 | -10.51% | The banking giant hit a 10-year low on
Wed, amid talks of rights issue and
downgrade by market analysts.

China Mobile 00941 HK$68.45 -HK$0.75 -1.08% | China Mobile said it added 7.071 million
subscribers in Dec 2008, 3% more than
the addition in Nov. It showed that China
Mobile’s leading position in the PRC
mobile and telecom industry remained
intact, with slowdown in mobile
subscriber growth in rival China Unicom.

Hang Seng China Enterprises Index (HSCEI)
Stock Stock | Closing Price W-0O-W Change Remarks / Comments
Code | @23/01/09
Absolute %

China Life 02628 | HK$19.90 -HK$2.30 | -10.36% | China Life said its 2008 earnings would

Insurance decrease by more than 50% y-o-y, due
to poor performance of the domestic
capital markets as well as increased
claims on natural disasters.

Angang Steel 00347 HK$6.45 -HK$1.69 -20.76% | Angang Steel issued a profit warning
that it saw its 2008 earnings down by
nearly 55% y-o0-y, mainly dragged by
rising costs of raw materials and fuels.

Datang Power 00991 HK$3.30 -HK$0.03 -0.90% |Datang Power warned that its 2008
profit would drop by 85% y-o-y, due to
surging cost of thermal coal.

Hang Seng China-Affiliated Corporations Index (HSCCI)
Stock Stock | Closing Price W-0O-W Change Remarks / Comments
Code | @23/01/09
Absolute %
China Unicom 00762 HK$6.84 -HK$1.21 -15.03% |Unicom’s share prices plunged, as

figures showed its net mobile subscriber
addition dropped by more than half m-o-
m in Dec. lts fixed-line subscriber base
also posted a sharp 4.87 million loss,
compared with a drop of 1.52 million in
Nov.
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Summary of US Economic News

Indicator Change/Index Comments
Housing starts -15.5% Housing starts tumbled a sharp 15.5% m-o-m in
— December 2008 Dec to an annual rate of 550,000, hitting an all-

time low since the launch of the data in 1959. It
was also much weaker than forecast of 610,000.

Initial jobless c:laimsth +62,000 Initial jobless claims surged 62,000 to a 26-year
— Week ended 17" January 2009 high of 589,000 last week, worse than market
expectations of a rise to 548,000.

Forthcoming Important Announcements / Events

26" January 2009 (Monday) HK | : | Lunar New Year’s Day — market holiday

US | : | Existing home sales — December 2008

Index of leading economic indicators — December 2008
American Express Company — Q4 2008 results

Amgen — Q4 2008 results

Caterpillar Inc. — Q4 2008 results

McDonald’s Corporation — Q4 2008 results

Texas Instruments — Q4 2008 results

27" January 2009 (Tuesday) HK | : | The 2™ Day of the Lunar New Year — market holiday

uUsS | : | FOMC meeting

Consumer confidence — January 2009
DuPont — Q4 2008 results

Sun Microsystems — Q2 FY2008/09 results
Verizon — Q4 2008 results

Yahoo, Inc. — Q4 2008 results

28" January 2009 (Wednesday) HK | : | The 3 Day of the Lunar New Year — market holiday

US | : | FOMC meeting & policy announcement
AT&T — Q4 2008 results

Pfizer — Q4 2008 results

Starbucks — Q1 FY2008/09 results

The Boeing Company — Q4 2008 results
Wells Fargo & Company — Q4 2008 results

29" January 2009 (Thursday) HK | : | No important announcement/event

US | : | Initial jobless claim — for the week ended 24™ January 2009
Orders for durable goods — December 2008

New home sales — December 2008

3M company — Q4 2008 results

Amazon.com, Inc. — Q4 2008 results

International Paper Co. — Q4 2008 results

30" January 2009 (Friday) HK | : | No important announcement/event

uUs | : | Gross domestic product (advanced) — Q4 2008
Consumer sentiment (revised) — January 2009
Chervon — Q4 2008 results

ExxonMobil Corporation — Q4 2008 results
Procter & Gamble Company — Q4 2008 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.




