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HSI dropped on slower China economic data in June
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Review & Outlook of Market Performance

Hong Kong shares stayed range-bound during the week. Investors were once optimistic that China could shift to a
more neutral stance in terms of its policy decision making for the remainder of this year. Local stocks also
benefited from Intel’'s upbeat earnings outlook. On the other hand, market sentiment was weighed down by the
Mainland’s stock markets after news saying China would continue to rein in speculation in its property sector.
June economic data suggested a slower economic growth in China, weighing on the Hong Kong stock market.
Week-on-week, the HSI dropped 0.63% to 20,250.16, while the HSCEI lost 1.70% to 11,419.62. The daily
average turnover amounted to HK$54.7 billion, up from HK$46.7 billion in the previous week.

China’'s GDP eased to 10.3% y-o0-y in 2Q 2010 from 11.9% in 1Q 2010 on the base effect and the government’s
measures. The data was roughly in line with market expectations. Besides, China inflation slowed to 2.9% y-0-y in
June (below the government’s official target of 3%), down from 3.1% in May. Its loans growth and money supply
also slowed to RMB 603.4 billion in June, compared with RMB 639.4 billion in May.

China insurers fell by nearly 2% on Monday after the regulator said it would remove the cap on the guaranteed
rate of return for some life insurance contracts, which were expected to hurt profit margin of insurers. Meanwhile,
property counters gave up much of their gains made early in the week on news that China had no plan to ease its
property curbs. Bawang tumbled 23.1% w-o-w after a report saying that some of its products might contain a
cancer-causing chemical. But the company denied the report later.

On IPO front, the five listing debutants had mix first-day returns on their respective debuts this week. Convoy
performed the best, up 26.7% versus its IPO price of HK$1.20 (and closed the week at HK$1.7). This was
followed by Tian Shan and Agricultural Bank of China, which gained 4.3% and 2.2% respectively. China ITS
ended flat while Chiho-Tiande lost 1.6%.

Looking ahead, market sentiment will very much depend on Hong Kong’'s unemployment and inflation figures,
and corporate earnings results announcements from US companies such as Goldman Sachs, IBM and Microsoft.
The Hang Seng Index is expected to continue trading between a narrow range of 20,000 — 20,500 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

16th July 10,359.31* 2,2490.08* 9,408.36 2,952.58 1,335.64 827.54 7,664.57

Sth July 10,198.03 2,19%6.45 9,585.32 291717 1,324.31 820.60 7,647.25

Change +161.28 +52.63 -176.96 +35.41 +11.33 +6.94 +17.32

% +1.6% +2.4% -1.8% +1.2% +0.9% +0.8% +0.2%

Remarks: (%) closing at of 15" July 2010

Major Changes in Index Constituent Stocks (Week ended 16" July 2010)
Hang Seng Index (HSI)

Stock Stock Closing W-O-W Change Remarks / Comments
Code Price
@16/7/2010
Absolute %

BOC Hong Kong 02388 | HK$18.68 | +HK$0.86 | +4.83% | The Bank rose 4.28% on Wednesday
on news that China had authorized
the Bank to provide RMB cash
settlement services for Taiwanese
lenders operating in Hong Kong.

Hang Seng China Enterprises Index (HSCEI)
Stock Stock Closing W-O-W Change Remarks / Comments
Code Price
@16/7/2010
Absolute %
Zijin Mining 02899 HK$4.64 -HK$0.94 | -16.85% | The counter resumed trading on

Tuesday, after it had revealed a
serious leakage in its copper plant.
Target price of the share was
accordingly lowered by investment
banks on expected lower copper
output after closure of plant.
Moreover, news on Friday reported
that three management officers of the
plant were arrested and the Company

was under investigation by the
Chinese government.

Hang Seng China-Affiliated Corporations Index (HSCCI)

Stock Stock Closing W-O-W Change Remarks / Comments
Code Price
@16/7/2010
Absolute %

Lenovo group 00992 HK$4.68 | +HK$0.16 | +3.54% |Lenovo jumped on Wednesday

benefiting  from  Intel's  upbeat

earnings outlook. Meanwhile, news
showed that shipments moved up
22.4% y-0-y in 2Q 2010, boosted by
strong demand from business and the
European market.
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Summary of US Economic News

Indicator

Change/Index

Comments

Trade balance — May 2010

USD42.3 billion
deficits

The trade deficits unexpectedly worsened to
US$42.3 billion from US$40.3 billion in April, led
by the non-petroleum section.

Retail sales — June 2010

-0.5%, m-o-m

Retail sales dropped unexpectedly by 0.5% m-o-
m in June, after a 1.1% decline in May, dragged
by a fall in motor vehicle sales.

FOMC policy statement

The minutes revealed that FOMC members’
growth and inflation forecasts were revised
downward slightly. While moderate growth is
expected to continue (though at a slower pace
as previously expected), the downward revision
was largely due to the fallout from sovereign
debt concerns in some European countries.

Initial jobless claims
— the week ended 10" July 2010

429,000

Initial jobless claims dropped more-than-
expected by 29,000 to 429,000, from an
upwardly revised 458,000 in the previous week.
The four-week average also fell by 11,750 to
455,250.

Producer price index —June 2010

-0.5%, m-0-m

The producer price index fell unexpectedly by
0.5% m-o-m in June, after the decline of 0.3% in
May, on lower food costs and energy prices.

Industrial production — June 2010

+0.1%, m-0-m

Industrial production edged up only 0.1% m-0-m
in June, following a 1.3% gain in May, indicating
that the recovery had lost a little momentum.

Forthcoming Important Announcements / Events

19" July 2010 (Monday)

20" July 2010(Tuesday)

HK | : | Manta (00936) — trading debut

US | : | Housing market index — July 2010
IBM — Q2 2010 results

HK | : [ Unemployment rate — June 2010

us : | Housing starts — June 2010

Goldman Sachs — Q2 2010 results
Johnson & Johnson — Q2 2010 results
State Street — Q2 2010 results

Yahoo — Q2 2010 results

Apple — Q3 FY2010 results

21 July 2010 (Wednesday) HK | : [ No special news or announcements
US || The Coca-Cola Co. — Q2 2010 results
22" July 2010 (Thursday) HK | : | Consumer price index — June 2010
us . | Initial jobless claims — the week ended 17" July 2010

Existing home sales — June 2010
Leading indicators — June 2010
American Express — Q2 2010
AT&T —Q2 2010

Microsoft — Q4 FY2010

23" July 2010 (Friday)

HK | : | No special news or announcements

us | Verizon —Q2 2010
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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.




