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A good start for the Hong Kong Stock Market in 2010
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Review & Outlook of Market Performance

The Hang Seng Index recaptured the 22,000 level on robust trading volume, supported by decent
manufacturing data in the US as well as bargain hunting for laggards from 2009. However, the rally lost
steam towards the end of the week, after the People’s Bank of China surprisingly raised its short-term bills
yield on Thursday, triggering concerns the central bank would have started its tightening measures to
control excess market liquidity and booming bank loans. The Hang Seng Index rose 424.25 points or 1.9%
to 22,296.75, matched by a similar gain in the HSCEI at 13,035.09. The daily average of Mainboard
turnover resumed to HK$74.8 billion from that of HK$33.4 billion in the previous week, as fund managers
and institutional investors were back to office after a long X’'mas and New Year holiday break.

Hong Kong shares staged a good start in 2010, after the US manufacturing sector posted the strongest
growth in more than 3-1/2 years in December. Besides, bargain hunting for laggards from last year like
China Mobile and infrastructure plays (e.g. China Railway and China Communications Construction) also
helped boost major stock market indexes. Nevertheless, investors soon turned into a cautions mode, after
the People’s Bank of China said it would pay attention to the Mainland property market and rationing of
bank credit in 2010, and surprised the market by raising the yield on 3-month bills offered on Thursday. It
was the first hike in 19 weeks, triggering fear for a gradual monetary tightening this year. Such fear also
sent most PRC banks and property plays lower during the week. ICBC dropped 1.24% w-0-w, while China
Construction Bank lost 2.10%. China Resources Land declined 2.15% w-o-w, while Franshion Properties
tumbled 2.92%. In addition, market talks of a RMB20 billion share issue by Bank of China also cooled
down the stock market amid concerns over a possible liquidity drain.

The Hong Kong stock market is seen consolidating near 21,000-22,000 in the next couple of weeks, as the
Mainland authority is expected to keep its warning against hefty property prices and excess bank credit in
the next couple of weeks to contain any seasonal shot-up in inflationary pressure before the Lunar New
Year.

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

8th January 10,606.86* 2,300.05* 10,798.32 2922.76 1,202.98 738.96 8,280.90

31st Decermber 10,428.05 2,269.15 10,546.44" 2,897.62 1,269.84 734.54" 8,188.11

Change +178.81 +30.90 +251.88 +25.14 +23.14 +4.42 +92.79

% +1.7% +1.4% +2.4% +0.9% +1.8% +0.6% +1.1%

Remarks: (*) closing as of 7*

January 2010; (") closing as of 30" December 2009

Major Changes in Index Constituent Stocks (Week ended 8" January 2010)
Hang Seng Index (HSI)

Stock Stock | Closing Price W-O-W Change Remarks / Comments
Code @8/1/10
Absolute %
Aluminum Corp of | 02600 HK$9.93 +HK$1.38 | +16.14% | Chalco outperformed the HSI, after the
China (Chalco) Mainland’s top aluminum producer said
it raised spot alumina prices by 5.7%,
the first hike since Sep 2009.
Hang Seng China Enterprises Index (HSCEI)
Stock Stock | Closing Price W-0O-W Change Remarks / Comments
Code @8/1/10
Absolute %
ICBC 01398 HK$6.36 -HK$0.08 | -1.24% |PRC banks were among the losers,
after People’s Bank of China, the
China Construction | 00939 HK$6.53 -HK$0.14 | -2.10% [country’s central bank, raised yields on
Bank its 3-month bills during the latest
auction, a move regarded as the
China CITIC Bank [00998 [ HK$6.42 -HK$0.21 | -3.17% |beginning  of gradual  monetary
tightening after China achieved its 8%
GDP growth target last year.
China 01800 HK$8.10 +HK$0.67 | +9.02% |[Bargain hunting helped lift the two
Communications stocks during the week. The two were
Construction amongst the top five losers in the
China 00552 HK$4.18 +HK$0.36 | +9.42% | HSCEI last year, down more than 20%
Communications in 2009, compared with a 62% gain in
Services the H-share index.

Hang Seng China-Affiliated Corporations Index (HSCCI)

Stock Stock | Closing Price W-O-W Change Remarks / Comments
Code @8/1/10
Absolute %
COSCO Pacific 01199 [ HK$11.68 +HK$1.75 | +17.62% | COSCO Pacific was the largest gainer n

both the HSI and the HSCCI, after the
port operator said business improved in
Q4 2009 when compared with Q1-Q3
and it is planning to raise service fees in
Nansha, Dalian, Qingdao and Tianjin
ports.
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Summary of US Economic News

Indicator Change/Index Comments
Construction spending -0.6% Construction spending posted a higaher-than-
— November 2009 expected 0.6% drop in Nov, marking the 7" monthly

decline in a row.

ISM manufacturing index
— December 2009

55.9 The ISM manufacturing index surged to 55.9 in Dec
from 53.6 in Nov (the highest since Apr 2006 and
beating consensus forecast of 54.3), implying solid
recovery in the US manufacturing sector.

Factory orders
— November 2009

+1.1% Thanks to better demand for business equipment,
factory orders rose 1.1% in Nov, beating market
expectations of a 0.5% growth and implying rising
spending and production.

Pending home sales
— November 2009

-16.0% Index of pending home sales tumbled a sharp 16.0%
in Nov, compared with forecast of a 2% rise, putting
an end to the uptrend in the previous nine months.
The drop was mainly due to the scheduled expiry of
a tax credit.

ISM non-manufacturing index
— December 2009

50.1 The ISM non-manufacturing index increased to 50.1
in Dec from 48.7 in Nov, as the US services sector
resumed growth pace on agriculture and retail.

Initial jobless claims
— week ended 2™ Jan 2010

+1,000 Initial jobless claims rose 1,000 to 434,000 for the
week ended 2™ Jan, but below market expectation
of 447,000.

Forthcoming Important Announcements / Events

14t January 2010 (Monday) HK Global Tech (Holdings) (00143) — final results
CIL Holdings (00479) — final results
us ALCOA Inc — Q4 2009 results
12" January 2010(Tuesday) HK China Green (Holdings) (00904) — interim results
us Trade balance — November 2009
13" January 2010 (Wednesday) HK Water Oasis Group (01161) — final results
Smart Union Group (Holdings) (02700) — interim results
us No important announcement/event
14" January 2010 (Thursday) HK No important announcement/event
us Retail sales — December 2009
Initial jobless claims — the week ended 9" January 2010
Business inventories — November 2009
Intel — Q4 2009 results
15" January 2010 (Friday) HK QPL International Holdings (00243) — interim results
Huafeng Group Holdings (00364) — final results
Ming Fung Jewellery Group (00860) — final results
us Consumer price index — December 2009

Consumer sentiment — January 2010
Industrial production — December 2009
JPMorgan Chase & Co. — Q4 2009 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.




