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Continuous capital inflows to Asia
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Liquidity inflows into HK since October 2012
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Unprecedented QE stimulus sent global stocks to the biggest annual
rally in three years, beating bonds and commodities by the most
since 2009. The massive global stimulus has strong impact on
reducing the fears of recession, this enhancing the optimism on
global economic recovery. Stepping into 2013, the world’s economy
will come out from the trough and is gaining momentum as higher
liquidity and lower risk premium are likely to bolster global
economic growth. As US, EU and Japan continue on a subpar
recovery, fund flows are likely to move towards emerging markets.
China remains as the strongest player on the back of resilient pace of
economic recovery and new leadership’s policy initiatives. We
expect China’s economy will grow 8.1% in 2013 from 7.8% in 2012
underpinned by accelerating investment and consumption as well as
stable export growth.

® Capital inflows to Asia attracted by higher yields. Asian stock
markets rallied following the news of resolving fiscal cliff and
continued inflows of liquidity. Spurred by demand for
higher-yielding assets, funds flowed into emerging markets,
including Asia, as these economies have a better economic
outlook. Emerging Asia continues to see strength and Asian
currencies outperform. Reminbi has appreciated 2% since the
end of July 2012 while HK dollar sticks at the strong end of the
trading range under the US dollar peg.

® Short-lived cheer from the US as debt ceiling negotiation
poses risks. A last-minute deal in US Congress to avoid the
economy-shaking fiscal cliff sent world stocks market higher
but does not solve the problem of the massive deficit with
which the US may face another standoff in a couple of months
when the government needs to get congressional approval to
raise its borrowing ceiling. Uncertainties over a reduction of
budget deficit and debt will continue to loom and global
liquidity is likely to move towards Asian emerging markets.

® Expect a solid Q412 GDP growth. A gauge of China’s
manufacturing showed a third month of expansion (December
PMI at 50.6), adding evidence that the recovery of China’s
economy will extend into 2013. The economic activities have
rebounded after a seven-quarter slowdown as the government
increased spending on infrastructure and accelerated
investment-project approvals. Improving economic indicators
has supported a turnaround in the oversold Hong Kong/China
equity markets in 4Q12 and investors would likely increase
their optimism on the pace of the China’s economic recovery in
2013. We expect 4Q12 GDP growth at 8.0% recovering from
3Q12 trough at 7.4% and 2012 GDP growth will reach 7.8%.
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China Economic Indicators

2012
Jan Feb Mar  Apr May Jun Jul Aug Sep  Oct Nov Dec
Quarterly Real GDP Growth (YoY%)| --- 8.1 7.6 7.4
Export Growth (YoY%) -0.50 18.40 8.90 490 15.30 11.10 1.00 2.70 9.90 11.60 2.90 ---
Import Growth (YoY%) -15.30 39.60 5.30 0.30 12.70 6.30 4.70 -2.60 240 2.40 0.00 ---
Trade Balance (USD/Bn) 27.08 -31.98 518 18.53 18.13 3191 2528 26.43 27.45 32.11 19.63 ---
Retail Sales Growth (YoY%) 14,7 1520 14.10 13.80 13.70 13.10 13.20 14.20 14.50 14.90 ---
Industrial Production (YoY%) 11.4 11.9 9.3 9.6 9.5 9.2 8.9 9.2 9.6 10.1 ---
PMI 50.5 51 53.1 53.3 50.4 50.2 50.1 49.2 49.8 50.2 50.6 50.6
FAI(YTD) (YoY%) --- 21.5 20.9 20.2 20.1 20.4 20.4 20.2 205 20.7 20.7 ---
CPI (YoY%) 4.5 3.2 3.6 3.4 3 2.2 1.8 2 1.9 1.7 2 ---
M2 (YoY%) 12.4 13 13.4 12.8 13.2 13.6 13.9 13.5 148 141 13.9 ---
New Lending (CNY/Bn) 738.1 710.7 1011.44 681.8 793.23 919.83 540.1 703.9 623.2 5052 5229 ---
World Economic/Financial Indicators
Equity Index Global Commodities Bond Yields & Key Interest Rates
Weekly ¢ Weekly \olume(s Weekly
Closing price Chng. P/E Isﬁgce Chng. -day Rate Chng.
(%) : (%)  average) (%)
us NYMEXWTI USD/bbl  93.09 1.38 167660 USFed Fund Rate 0.25 0.00
DJIA 13435 253 13.49 ICE US Prime Rate 3.25 0.00
S&P 500 1466 282 14.85 Energy Brent USD/bbl 11131 0.18 156266 S i Window 075  0.00
NASDAQ 3102 272 20.90 NYMEX USDIMM ;.0 191 gog7o USTresury (1Month) 0.0507 233.55
MSCI US 1401 2385 15.10 NaturalGas B USTresury (10Yr)  1.8991 8.06
Europe k'IVIE- USD/MT 2027.25 -0.67 11241  USTresury (30 YT) 3.0972 4.99
FTSE 100 6090 3.26 15.64 uminum Japan 10-Yr
DAX 7776 -0.03 15.04 l'&'l\/'r';_rf’;]ma%’ Government Bond 0.826 4.42
CAC40 3730 244 12.76 Month Rolling USD/MT 2060.00 -0.63 35974  China10-Yr 6 028
IBEX 35 8436 3.28 25.16 Forward Government Bond ' '
MSCI UK 1805 3.29 15.70 Basic CMX Copper ECB Interest 075  0.00
MSCI 104 242 1590 Metals Active USD/MT 369.35 112 37808 Rate(Refinancing)
France ' ' Contract 1-MonthLIBOR 0.2077 -0.48
MSCI 109 0.04 14.68 LME Copper 3 MonthLIBOR 0.305 -0.33
Germany 3 ) Month USD/Ib. 8085.00 1.94 34319 3-Month SHIBOR 3.9 0.01
MSCI ltaly 51 0.34 N/A Rolling ' ' ' 3-Month HIBOR 0.39786 -0.09
Asia Forward p Corporate BondAaa  3.62 -1.63
NIKKEI 225 10688 079 27.64 LME Leal USD/MT 2324.75 0.36 5868 Corporate BondBaa 458  -1.51
Hsl 23331 298 11.99 CMXGold  USDIT. oz 1648.90 -1.61 133714
HSCEI 11937 4.38  9.96 Precious CMXSilver USDIT. 0z 29.95 -0.93 35127 Note: =~ .
CSI300 2524 0.06 1274 Metals NYMEX 1. Closing price, ot price,
SSE Platinum USD/T. 0z 688.50 -2.11 3759 rate, and spot exchange
Composite 2217 0.35 1262 CBOT rate are as of January L
7SE Comn USD/bu 680.25 -2.58 94349 2013.
- 878 -0.39 25.49 2. Data source: Bloomberg,
f/losfgllfl(;:t'e o o6 1145 Agricultu CBOT Wheat USD/bu  747.25 -3.95 46550 Federal Reserve Bank,
ina : : ral  NYB-ICE National ~ Bureau  of
MSCI Hong products Sugar USD/lb.  18.85  -3.38 34611 Statistics  of  China,
11621 2.57 12.34
Kong CBOT ABCIS.
MSCl Japan 550 3.07 2831 Soybean USDfbu. 1367.25 -3.00 80337 3. US Discount Window,
Corporate Bond Aaa and
Currency Corporate Bong Baa are
USD/ CNY as of December 27",
Euro/USD GBP/USD AUD/USD USD/JPY USD/CHF USD/CAD USD/CNY USD/HKD NDF 2012.
12 Month
Spot Exchange Rate 1.3069 1.6069 1.048 88.15 0.9246 0.9872 6.2306 7.7513 6.3175
Weekly Chng. (%) -0.94  -1.14 0.83 1.61 1.01 -0.49 0.00 0.01 -0.21
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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.

Definitionofequity rating

Rating Definition

Buy Stock return > M arket return rate

Hold M arket 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

M arket return: 5-year average market return rate from 2007-2011

Time horizon of share price target: 12-month

Definitionof 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.

\blatility 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.

Disclosures of Interests
ABCI Securities Company Limited and/or its member companies (“ABCI”)
may pursue financial interests to the companies mentioned in the report.

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
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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.

Copyright 2012 ABCI Securities Company Limited

No part of this material may be (i) copied, photocopied or duplicated in any form by
any means or (ii) redistributed without the prior written consent of ABCI Securities
Company Limited.

Office address: ABCI Securities Company Limited, 13/F Fairmont House, 8
Cotton Tree Drive, Central, Hong Kong.
Tel: (852) 2868 2183




