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HSI slipped on weakness in the Mainland stock market
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Review & Outlook of Market Performance

Tracking gains in the US stock market last Friday, the Hang Seng Index opened higher on Monday. But the
local bourse soon lost steam, dragged by weak performance of the Mainland stock market following
cautious comments by Premier Wen on economic recovery and investors’ concerns over market liquidity
drain by the upcoming IPOs in September. Over the week, the HSI lost 100 points or 0.5% to 20,098.62,
while the HSCEI dipped 0.3%. The daily average of market turnover eased to HK$57.8 billion, down from
HK$65.6 billion in the previous week.

Investors turned into a cautious mode during the week, after Premier Wen said the country is facing new
challenges in boosting domestic consumption and warned about “blind optimism”. On Wednesday, Wen
reiterated during the executive meeting of the State Council that the Chinese government will take a stricter
control on new projects in those industries with overcapacity problem like iron & steel, cement, etc., which
also led to further pressure on both the HK and the Mainland equities. Meanwhile, market sources said
several sizable IPOs will market next month, including China Metallurgical and Sinopharm.

During the week, major blue chips and China plays continued to deliver their earnings results. In fact,
corporate earnings were generally mixed. Sinopec reported a sharp 3.3x jump in THQ9 earnings on revived
refining margin, while its upstream peers PetroChina and CNOOC recorded a 7% and a 55% y-0-y drop in
net profit during the first half, respectively, on weak crude oil prices. China Life saw its earnings up 15% y-
o-y in THO9 on better investment returns, while Esprit reported a 26% fall in its bottom line for FY08/09 on
sluggish European sales.

The reporting season of the first-half results is approaching its final stage. We should continue to see
mixed performance of stocks in different market segments in the near term, as investors would adjust their
portfolio mix according to the companies’ THO9 results and their respective management guidance for the
second half. For the coming week, market focus would be on the US payrolls report on Friday, with the
August jobless rate seen inching up at 9.5% from 9.4% in July.

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

28th August 9,580.63 2,027.73 10,534.14 2,642.80 1,174.27 656.98 6,809.86

21st August 9,505.96 2,020.90 10,238.20 2,544.86 1,163.79 644.63 6,654.80

Change +74.67 +6.83 +295.H4 +97.94 +10.48 +12.35 +155.06

% +0.8% 40.3% +2.9% +3.8% +0.9% +1.9% +2.3%

Remarks: (*) closing as of 27" August 2009

Major Changes in Index Constituent Stocks (Week ended 28" August 2009)
Hang Seng Index (HSI)

Stock Stock | Closing Price W-O-W Change Remarks / Comments
Code @28/8/09
Absolute %
Esprit 00330 | HK$48.50 -HK$9.50 | -16.38% | Apparel retailer Esprit tumbled sharply
during the week, after the company
reported a worse-than-expected 26% y-
0-y net profit fall in its FYQ9 final results,
marking the first full-year bottom-line
drop in more than a decade amid
sluggish performance in its core
European market.
Hang Seng China Enterprises Index (HSCEI)
Stock Stock | Closing Price W-0O-W Change Remarks / Comments
Code @28/8/09
Absolute %
China Telecom 00728 HK$4.01 +HK$0.17 | +4.43% | China Telecom outperformed during the

week, despite reporting a 28% y-0-y in
its first-half earnings. Investors praised
the fixed-to-mobile operator's cost
control efforts in 1H09. Besides, China
Telecom also showed fruitful results in
its mobile business development and
pleasant progress in its 3G operation.

Hang Seng China-Affiliated Corporations Index (HSCCI)

Stock Stock | Closing Price W-O-W Change Remarks / Comments
Code @28/8/09
Absolute %
CNOOC 00883 | HK$10.36 +HK$0.04 | +0.39% |CNOOC’s stock prices held well during

the week, despite delivering a
disappointing 55% slump in net profit in
1HO9 amid lower oil prices. Investors
are turning more optimistic about
CNOOC’s 2H09 results, thanks to
rebounding crude oil prices to above
US$70 per barrel.
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Summary of US Economic News

Indicator Change/Index Comments
Durable goods orders +4.9% m-o-m Durable goods orders surged 4.9% m-o-m in Jul,
—July 2009 marking the highest gain since Jul 2007. It was also

better than market expectation of a 3% rise, thanks
to aircraft orders.

- Q2 2009

Consumer confidence 54.1 Index of consumer confidence rose to 54.1 in Aug
— August 2009 from 47.4 in Jul, much higher than consensus
forecast of 48.
New home sales +9.6% New home sales jumped 9.6% to an annual rate of
—July 2009 433,000 units in Jul, marking the 4™ monthly gain. It
was higher than market expectation of 390,000
units.
Initial jobless claims -10,000 Initial jobless claims fell 10,000 to 570,000 last week,
— week ended 22™ August 2009 but higher than market expectation of 565,000.
GDP (preliminary) -1.0% GDP contracted at an annual rate of 1.0% in the

second quarter, improving from a drop of 6.4% in
Q1. The figure was also better than consensus
forecast of a 1.5% fall.

Forthcoming Important Announcements / Events

31° August 2009 (Monday)

HK | : | Guangzhou Investment (00123) — interim results

Asia Financial (00662) — interim results

Lee & Man (00746) — interim results
Xinyi Glass (00868) — interim results
KWG Property (01813) — interim results

us

No important announcement/event

1% September 2009 (Tuesday)

HK

Retail sales — July 2009

Kingway Brewery (00124) — interim results

Shanghai Industrial (00363) — interim results

China Communications Services (00552) — interim results
Sino-Ocean Land (03377) — interim results

us

Construction spending — July 2009
ISM manufacturing index — August 2009

2" September 2009 (Wednesday)

HK

Sun Hung Kai & Co (00086) — interim results

Tai Sang Land Development (00089) — interim results
SmarTone (00315) — final results

COSCO International (00517) — interim results
Comba Telecom (02342) — interim results

us

Productivity (revised) — Q2 2009
Factory orders — July 2009
FOMC minutes for the Aug 12 meeting

3" September 2009 (Thursday)

HK

CATIC Shenzhen (00161) — interim results
China Resources Enterprise (00291) — interim results
Sing Tao News Corp (01105) — interim results

us

Initial jobless claims — week ended 29" August 2009
ISM non-manufacturing index — August 2009

4™ September 2009 (Friday)

HK

First Pacific (00142) — interim results

CITIC Resources (01205) — interim results
Weigiao Textile (02698) — interim results
Vinda International (03331) —interim results

us

Non-farm payrolls report — August 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.




