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US recession forecast capped gains in the local bourse
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Review & Outlook of Market Performance

Hong Kong stocks started the week in an upbeat tone, which pushed the HSI above the key 250-day moving
average. However, the rebound halted and reversed trend from Wednesday on profit-taking after the US Federal
Reserve projected a deeper recession in the US due to still tight credit conditions, high unemployment and weak
housing prices. The benchmark index eventually landed at 17,062.52 on Friday, up 271.82 points or 1.62% w-0-w
with average daily turnover of HK$69.9 billion over the week.

Two banking news were worth notice this week. HSBC surprisingly cut its deposit savings rate by 90% to 0.001%
per annum, matching the record low it paid from January to July 2004. On the other hand, approval was given to
HSBC and the Bank of East Asia to issue RMB-denominated bonds in Hong Kong, and the two banks could bring
the Chinese-currency bonds to market as early as late next month.

Over the week, the SAR Government made several announcements on key economic figures and official
redeployment. Local unemployment rose from 5.2% to 5.3% in February through April, hitting its highest level for
more than three years. It is expected the jobless rate would rise more quickly in coming months as graduates
boost the labour force. On the other hand, Hong Kong's inflation rate fell to 0.6% y-o-y in April, from 1.2% in
March as food prices and rents continued to decline amid the economic slowdown. Finally, it was announced that
Mr. Joseph Yam Chi-kwong would step down as Hong Kong's de facto central banker on 1** October 2009 and
would be appointed an adviser to the People's Bank of China after his retirement. His successor was not named
but Mr. Norman Chan Tak-lam, director of the Chief Executive's Office and a former deputy to Mr. Yam, has been
widely tipped to succeed him.

Looking forward into next week, investors should keep a close eye on a new round of economic unrest in Europe
after Standard and Poor's downgraded Britain’s outlook to "negative” from "stable”. The US ratings agency even
threatened that Britain might lose its AAA credit rating for the first time since World War Il owing to the country's
deteriorating public finances. Investors worries the US may face for a similar warning. If the downgrade of Britain
comes in reality, it may generate a second wave of across-the-board sell-off in global stock markets. We expect
the HSI should see selling pressure above 17,000 level 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 TAIPEI
Dow Jones NASDAQ Nikkei Avg STl KLSE Index SETIndex | Weighted Index

22nd May 8,292.13 1,695.25" 9,225.81 2,245.27 1045.26 554.02 6,737.29

15th May 8,268.64 1,680.14 9,265.02 2,139.78 1014.21 533.92 6,489.09

Change +23.49 +15.11 -39.21 +105.49 +31.05 +20.10 +248.20

% +0.3% +0.9% -0.4% +4.9% +3.1% +3.8% +3.8%

Remarks: (*) closing as of 21> May 2009

Major Changes in Index Constituent Stocks (Week ended 22" May 2009)
Hang Seng Index (HSI)

Stock Stock | Closing Price W-O-W Change Remarks / Comments
Code @22/5/09
Absolute %

Henderson Land [00012 | HK$39.75 +HK$2.55 | +6.85% |[Morgan Stanley raised its view on the
sector to “attractive” arguing in favour of

New World 00017 HK$12.78 +HK$0.84 | +7.04% |a faster-than-expected stabilisation in

Development the global economy.

Sino Land 00083 HK$11.74 +HK$0.88 | +8.10%

Hang Seng China Enterprises Index (HSCEI)
Stock Stock | Closing Price W-O-W Change Remarks / Comments
Code @22/5/09
Absolute %

China Railway 00390 HK$6.28 +HK$0.75 | +13.56% | China Railway  announced  on
Wednesday that its subsidiary had won
the bids for domestic passenger railway
projects between Hefei and Bangfu.
The project was worth around RMB3.53
billion.

Air China 00753 HK$3.64 -HK$0.21 -5.45% | Investors sold airline stocks on higher
crude oil prices that crossed the US$60
per barrel mark this week on optimism
that the global economy is on its way to
recovery.

Hang Seng China-Affiliated Corporations Index (HSCCI)

Stock Stock | Closing Price W-O-W Change Remarks / Comments
Code @22/5/09
Absolute %
Lenovo Group 00992 HK$2.80 -HK$0.08 | -2.78% |Lenovo Group posted a second straight

quarterly loss which was worse than
analysts forecasts as a result of
restructuring costs. Also, the company
forecasted more pain for this year
because of the global economic
downturn.
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Summary of US Economic News

Indicator Change/Index Comments
Housing Starts -12.8% m-o-m | Housing starts dropped another 12.8% in April,
— April 2009 following an 8.5% decline in March. The April pace

of 0.458 million units represented a 54.2% year-on-
year drop and came in well below the market
forecast for 0.540 million units.

FOMC Minutes
for the April 28-29 meeting

Forecast by the Fed for GDP growth in 2009 was
lowered to a range of -2.0% to -1.3% from the
previous forecast range of -1.3% to -0.5%. Also, the
forecast for unemployment for the fourth quarter of
2009 was raised to a range of 9.2% to 9.6% from the
previous range of 8.5% to 8.8%. The Fed believes
monetary and fiscal policies are on track to result in
a recovery starting by early 2010.

Initial jobless claims
— week ended 16™ May 2009

-12,000 w-o0-w

Initial claims fell 12,000 to 631,000 last week, a
small improvement from the previous week after the
burst of Chrysler-related layoffs.

Forthcoming Important Announcements / Events

25" May 2009 (Monday) HK Tingyi (00322) — Q1 2009 results
Emperor Capital Group (00717) — interim results
us US Holiday — Memorial Day
26" May 2009 (Tuesday) HK External Merchandise Trade Statistics — April 2009
us Consumer Confidence — May 2009
27" May 2009 (Wednesday) HK New Media (00708) — interim results
I.T (00999) — final results
us Existing Home Sales — April 2009
28" May 2009 (Thursday) HK No important announcement/event
us Initial jobless claims — week ended 23" May 2009
Durable Goods Orders — April 2009
New Home Sales — April 2009
Gap Inc. — Q1 2009 results
29" May 2009 (Friday) HK No important announcement/event
us GDP - Q1 2009
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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.




