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Exhibit 1:

Recent financial reform measures

Date Event

20-Jun-13 Overnight SHIBOR rate surged to
13.44%, yet government did little to
intervene.

23-Jun-13 PBOC's monetary policy committee
announced that interest rate
liberalization was one of the
priorities on its reform agenda.

3-Jul-13 State Council approved plans to set
up a free trade zone in Shanghai.

8-Jul-13 CSRC announced that it was
working towards the inclusion of
A-shares in the global
MSCI emerging markets index

12-Jul-13 CSRC announced expansion of
QFII quota to US$ 150bn

20-Jul-13 The lending rate floor was removed

Source(s): Bloomberg, CSRC, PBOC, PRC
Government, SHIBOR.Org.

Exhibit 2:

Current lending rates vs. bond yields

Average yield of
bonds issued by

Maturity

PBOC benchmark
lending rate with

HSI Chinese 30% discount (%)
constituents (%)
1Yr 3.3779 4.200
1-3Yr 3.9360 4.305
4-5Yr 3.8582 4.480

Source(s): Bloomberg, PBOC, ABCI Securities
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Prelude to future financial reforms

The PBOC announced the removal of lending rate floor on July 20, making
another move to liberalize the interest rate in China. Theoretically, such a
move will provide Chinese banks with more freedom to set lending rates by
themselves and allow corporations to obtain bank loans at lower rates.
Although the change is not as significant as removing the cap on deposit rate
and its immediate impacts may not be as apparent, removing the interest rate
floor signals the central government’s determination to reform the financial
sector and revitalize the economy. China’s new leadership will continue to
prioritize reforms in the financial sector by rolling out policies such as
removing the deposit rate ceiling and liberalizing the exchange rate regime as
early as 2H13.

> Smooth transition with minimal immediate impact. As an important
step towards a market-oriented financial system, the removal of lending
rate floor is intended to release more funding from banks to the
corporate sector, creating incentives for corporations to improve their
credit qualities for lower borrowing rates, and enhance capital
allocation to the corporate sector. Yet, we are cautious about
effectiveness of such policy in the near term as the recent credit
squeeze demonstrates that the tight liquidity situation has not yet
subsided and the overall liquidity condition still deters immediate
reduction of lending rates. The new policy allows banks to compete for
corporate borrowers with good credit profile at better pricing terms,
enhancing price competition between banks and non-bank financial
institutions.

> Beginning of a new era for Chinese banks. The removal of lending
rate floor has been well-timed by the PBOC to ensure banks could
experience a smoother transition during the financial reform without
any substantial drops in net interest margin (NIM) under the tight
liquidity condition. In the long run, however, the NIM of China banks
will shrink amid the full liberalization of interest rates. Banks will be
driven to increase competitiveness by attracting deposits and loans
from companies with higher credit qualities. They would need to devise
ways to dissuade companies from issuing bonds with lower lending
rates, which will inevitably result in direct competition between the
bank loan issuers and bond underwriters (see Exhibit 2). Banks should
also enhance their capability to structure fee-income business to obtain
higher yields. The diversification of commercial banks’ business
portfolio will help build a healthier financial system.

> More financial reforms to come. The removal of lending rate floor
indicates the new leadership’s uncompromising stance on economic
reform. Reform in deposit rate could be announced as early as 2H13.
The internationalization of Renminbi, which will be accelerated by
developing free trade zones in major metropolitan areas and
encouraging the issuance of “Dim Sum bond” in pilot areas (such as
Qianhai), is also one of the government’s priorities. Further expansion
of programs enabling cross-border capital flow will also be
implemented, as suggested by the recent approval of an additional
quota of US$ 150bn for QFIl programs, the announcement of the
RQFII pilot scheme in London and Singapore, and the possible
approval of the second round of QDII to be launched in Guangzhou and
Shenzhen. In short, a series of financial reforms will be highly
anticipated in the following months.
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China Economic Indicators

2012 2013
Jun Jul  Aug Sep Oct  Nov Dec Jan Feb Mar Apr Mayl Jun
Real GDP (YoY%) 76 74 7.9 7.7 - | 75
Export Growth (YoY %) 11.1 1 2.7 9.9 11.6 2.9 141 | 250 218 100 147 10 |(3.1)
Import Growth (YoY%) 6.3 47 (2.6) 24 2.4 0 6 288 (152) 141 168 (0.3) |(0.7)
Trade Balance (USD/bn) 3191 2528 2643 2745 3211 1963 316 | 292 153 (0.9) 182 204 |271
Retail Sales Growth (YoY%) | 137 131 132 142 145 149 152 12.3 126 128 129 |133
Industrial Production (YoY%) | 9.5 9.2 8.9 9.2 9.6 101 103 9.9 8.9 9.3 92 | 89
PMI - Manufacturing (%) 502 501 492 498 502 506 506 | 504 501 509 506 508 |50.1
PMI - Non-manufacturing (%)| 56.7 556 563 537 555 556 561 | 562 545 556 545 543 |53.9
FAI(YTD) (YoY%) 204 204 202 205 207 207 206 21.2 209 206 204 |201
CPI (YoY%) 2.2 1.8 2 1.9 1.7 2 2.4 2.0 3.2 2.1 2.4 21 | 27
PPI (YoY%) 1) (29 (35 (36 (28 (22) (19 | 1.6 (16 (19 (26) (29 |7
M2 (YoY%) 136 139 135 148 141 139 138 | 159 152 157 161 158 |14.0
New Lending (RMB/bn) 919.83 540.1 7039 6232 5052 5229 4543 |1070.0 620.0 1060.0 7929 667.4 |860.5
World Economic/Financial Indicators
Equity Indices Global Commodities Bond Yields & Key Interest Rates
Closing V(\;";gD PIE Unit Price V\Cr?go V(Oslu(;g; Yield V\c/%
price. o7 (%) average) 06) (%)
Us NYMEX WTI USD/bbl  108.44 0.36198,570.40 US Fed Fund Rate 0.25  0.00
DJIA 15543.74  0.00 15.01 ICE Brent USD/bbl  108.24 0.16 142,605.20 US Prime Rate 325 0.0
NASRQ oo 000 aer Enery G o w3729 m8snLen o r e see0s
MSCI US 161416 000 1659 Australia USD/Metri us Treasug (10 Yr) 24729 © ;14)
Europe gg‘é‘l’csa;gf eam “etome 1040 NIA NIA Us Treasury (30 Yr) 35455  (0.42)
FTSE 100 663861  0.12 17.08 ME Ao Japan 10-Yr 07880 (3.19)
DAX 835467 028 1576 Cash USD/MT 1,781.50 0.00 50,105.40 Government Bond
CAC40 3937.08 030 1642 . China 10-Yr
IBEX 35 7989.70 059  88.81 k’;ﬂimma?/ Government Bond 36800 00
FTSEMIB 1623898  0.71 202.38 Month Rolling ~ USP/MT 182500 0.00 29,972.80 ECB Interest 050  0.00
Stoxx 600 30050 022 N/A Forward Rate (Refinancing)
MSCI UK 196057 0.00 16.90 pgagic Metals iM.X COPEr  soub 31500 000 341.00 - o HBOR 01910 047)
MSCIFrance ~ 109.57 000 20.11 ctive Contract 3 Month LIBOR 0.2647 _ (1.08)
MSCI LME Copper 3 3-Month SHIBOR 4.6515 (0.02)
Germany 11402 000 14.60 Month Rolling ~ USD/MT 6,915.00 0.00 50,016.80 3-Month HIBOR 0.3829  0.00
MSCI Italy 4617 000 5564 Forward ) Corporate Bonds (Moody’s Seasoned)
Asia |Tr§:1 %Frs F?:g;a USD 13170 3.86 N/A Aaa 435 0.00
NIKKEI 225 14658.04 047  27.05 Index ' ’ Baa 531 (1.30)
S&P/ASX 200 5001.86  0.60 20.38
HsI 2uteso 025 9% zmi EI(I)Id USDI/T. 0z 1,314.80 1.69 145,161.00
HSCEI 9415.06 (035) 7.70 Metals 1Hver USD/T. oz 19.88 2.13 34,242.60 Note:
CS1300 220219 053 1096 NYMEX USDIT. 0z 143450 023 6,555.20 1. Data sources: Bloomberg
SSE Platinum ' ' Finance LP, National
Composite 2004.76 ~ 0.61 10.80 CBOT Comn USD/bu  498.50 (0.45) 110,436.60 Bureau of Statistics of
SZSE Agricultural CBOT Wheat USD/bu  667.00 0.38 38,365.00 China, ABCIS
Composite 94827 178 2766  products NYB-ICESugar USD/Ib. 1646 104 46,721.40 2. Australia Newcastle Steam
MSCI China 55.52 0.00 9.36 CBOT Soybeans USD/bu. 1,272.50 (0.12) 81,176.00 ,(’-iggtlraliisapl(\)ltewgggle ésmotzg
MSCI GAD fob Steam Coal Spot
Hong Kong 1118738 0.00  10.03 price published pby
MSCI Japan 753.18 0.00 24.88 McCloskey
3. TSI CFR China Iron Ore
Currency Fines Index is calculated
USD/ CNY with the 62% Fe
Euro/USD GBP/USD AUD/USD USD/JPY USD/CHF USD/CAD USD/CNY USD/HKD NDF specification, spot price
12 Month 4. Data is updated on the date
Spot Exchange Rate 132 153 092 10001 094 104 6.14 7.76 6.28 of the report
Chg. WTD (%) 0.14 0.14 0.23 0.64 0.16 014  (0.05) 0.00 0.01
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Disclosures

We, Lam Chiu Kei, Banny, and PAN Hongxing, Paul,being the persons primarily responsible for the content of this research
report, in whole or in part, hereby certify that all of the views expressed in this report accurately reflect our personal view
about the subject company or companies and its or their securities. We also certify that no part of our compensation was, is,
or will be, directly or indirectly, related to the specific recommendations or views expressed in this report. We and/or our
associates have no financial interests in relation to any listed company (ies) covered in this report, and we and/or our
associates do not serve as officer(s) of any listed company (ies) covered in this report.

Definition of equity rating

ting Definition

Buy Stock return > Market return rate

Hold Market return — 6% < Stock return < Market return rate
Sell Stock return < Market return — 6%

Stock return is defined as the expected % change of share price plus gross dividend yield over the next 12 months
Market return: 5-year average market return rate from 2007-2011
Time horizon of share price target: 12-month

Definition of share price risk

Rating Definition

Very high 2.6 <180 day volatility/180 day benchmark index volatility

High 1.5 < 180 day volatility/180 day benchmark index volatility < 2.6
Medium 1.0 <180 day volatility/180 day benchmark index volatility < 1.5
Low 180 day volatility/180 day benchmark index volatility < 1.0

We measure share price risk by its volatility relative to volatility of benchmark index. Benchmark index: Hang Seng Index.
\olatility is calculated from the standard deviation of day to day logarithmic historic price change. The 180-day price
volatility equals the annualized standard deviation of the relative price change for the 180 most recent trading days closing
price.

Disclaimer

This report is for our clients only and is for distribution only under such circumstances as may be permitted by applicable law.
It has no regard to the specific investment objectives, financial situation or particular needs of any specific recipient. It is
published solely for informational purposes and is not to be construed as a solicitation or an offer to buy or sell any securities
or related financial instruments. No representation or warranty, either expresses or implied, is provided in relation to the
accuracy, completeness or reliability of the information contained herein. This report should not be regarded by recipients as a
substitute for the exercise of their own judgment. Any opinions expressed in this report are subject to change without notice
and may differ or be contrary to opinions expressed by other business areas as a result of using different assumptions and
criteria. The analysis contained herein is based on numerous assumptions. Different assumptions could result in materially
different results. The analyst(s) responsible for the preparation of this report may interact with trading desk personnel, sales
personnel and other constituencies for the purpose of gathering, synthesizing and interpreting market information. ABCI
Securities Company Limited is under no obligation to update or keep current the information contained herein. ABCI
Securities Company Limited relies on information barriers to control the flow of information contained in one or more areas
within ABCI Securities Company Limited, into other areas, units, groups or affiliates of ABCI Securities Company Limited.
The compensation of the analyst who prepared this report is determined exclusively by research management and senior
management (not including investment banking). Analyst compensation is not based on investment banking revenues,
however, compensation may relate to the revenues of ABCI Securities Company Limited as a whole, of which investment
banking, sales and trading are a part. The securities described herein may not be eligible for sale in all jurisdictions or to
certain categories of investors. The price and value of the investments referred to in this research and the income from them
may fluctuate. Past performance is not necessarily indicative of future results. Foreign currency rates of exchange may
adversely affect the value, price or income of any security or related instrument mentioned in this report. For investment
advice, trade execution or other enquiries, clients should contact their local sales representative. Neither ABCI Securities
Company Limited nor any of its affiliates, directors, employees or agents accepts any liability for any loss or damage arising
out of the use of all or any part of this report. Additional information will be made available upon request.
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