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Exhibit 1: Information consumption in
China (RMB bn)
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Exhibit 2: Online shopping in China

1,500,000 6,000
1,000,000 4,000
500,000 2,000

2006 2007 2008 2009 2010 2011 2012

mmmmmm Online shopping volume (RMB mn) (LHS)
Online shopping volume per shopper (RMB) (RHS)

Source(s): China Internet Network Information Center,
ABCI Securities

Exhibit 3: Online gaming revenue in China
(RMB mn)
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China to get the Broadband Boost

The State Council has recently brought information consumption
back to its priority list for 2H13 in a meeting on July 12. According to
the official release, the government envisioned a “Broadband China”
concept, with specific completion timeline and targeted broadband
speed established for urban and rural areas. In addition, 4G network
licenses will be issued by the end of this year, according to official
statements. We believe that the infrastructure investment required in
the process will temporarily boost the FAI investment. Moreover, this
nationwide enhancement of network infrastructure should serve the
rapidly expanding population of digital consumers well and foster
development of new industries outlined in the informatization goal
under the 12" five-year plan. Ultimately, this new initiative will help
China complete the transition towards a consumption-led economy.

FAl will benefit from infrastructure investment. To extend the
availability of internet and improve the connectivity of broadband
network, upfront investments in transmission stations, pipelines, and
optical fiber cables etc. are essential. Therefore, we believe that FAI
will experience a temporary boost. Upstream network equipment
manufacturers and suppliers will also become beneficiaries. In
anticipation of increasing demand in the future, we expect companies
specializing in production of optical fiber and transmission devices
will gain traction among investors and outperform the market.

The consumer sector will see ample opportunities. The
“Broadband China” concept will enable network operators to reach
more consumers, including those in the remote areas. We believe
that as more consumers shift to internet and mobile devices,
including smartphones, and upgrade to more advanced network,
demand for high-capacity network will rise substantially. Network
operators will also generate higher revenue from data services. This
initiative to boost information consumption will benefit content and
online service providers creating apps, games, and other services to
China’s ever-expanding digital consumers.

New industries to bloom on improved IT infrastructure. Network
capacity is the key to cultivate new industries in information
technology, such as cloud computing and wearable electronic
devices. Without the expansion and upgrade of the current cable and
mobile network, China lacks the solid foundation for these new
industries to build upon. We expect that once the IT infrastructure is
established, development of these new industries will accelerate.

Technology sector as gainer. We expect players in the technology
sector will gain on this new initiative. Content providers, such as
Tencent (700 HK) and Kingsoft (3888 HK), will be direct
beneficiaries of the expanding digital consumption. IT Infrastructure
players, such as Sunny Optical (2382 HK) and CH All Access (633
HK), will also see increased demand in the network upgrading
process. Greater demand for high-end handheld devices may also
benefit ZTE (763 HK) and Lenovo (992 HK).
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China Economic Indicators

2012 2013
Jul Aug  Sep Oct  Nov Dec Jan Feb Mar  Apr May  Jun Jul
Real GDP (YoY%) 7.4 7.9 7.7 75
Export Growth (YoY%) il 2.7 99 116 29 141 250 218 100 147 1.0 (3.1) 5.1
Import Growth (YoY%) 47 (2.6) 2.4 2.4 0 6| 288 (152) 141 168 (0.3) (0.7) 10.9
Trade Balance (USD/bn) 25.28 26.43 27.45 3211 1963 316 292 153 (0.9) 182 204 271 178
Retail Sales Growth (YoY%) 13.1 132 142 145 149 152 12.3 126 128 129 133 132
Industrial Production (YoY%) 9.2 8.9 9.2 96 101 103 9.9 8.9 9.3 9.2 8.9 9.7
PMI - Manufacturing (%) 50.1 492 498 502 506 50.6f 504 50.1 509 506 50.8 50.1 50.3
PMI - Non-manufacturing (%) 55.6 56.3 537 555 556 561 562 545 556 545 543 539 541
FAI(YTD) (YoY%) 20.4 202 205 207 207 206 21.2 209 206 204 201 201
CPI (YoY%) 1.8 2 1.9 1.7 2 2.4 2.0 3.2 21 2.4 21 2.7 2.7
PPI (YoY%) (2.9) 35 (36 (28 (22 (19 @6 (16 (19 (26 (29 (@27 (23
M2 (YoY%) 13.9 135 148 141 139 138/ 159 152 157 161 158 140 145
New Lending (RMB/bn) 540.1 703.9 623.2 5052 522.9 4543 1070.0 620.0 1060.0 7929 667.4 860.5 699.9
Bond Yields & Key
i - Interest Rates
o o e Uniprice S, Voume s IIEEIEEEETE
U.S. Energy \E::Z)d WTD
DJIA 14,897.55 (1.22) 14.27 NYMEXWTI USD/bbl 104.49 (2.76) 166,725 (%)
S&P 500 1,642.80 (0.79) 15.78 ICE Brent Oil USD/bbl 109.92 (0.43) 166,425 US Fed Fund 025 0.00
NASDAQ 3,599.79 (0.08) 21.54 NYMEX Natural Gas USD/MMBtu 3.48 3.27 108,733 Rate
MSCI US 1,570.41 (0.74) 1595 Australia Newcastle USD/Metric US Prime Rate 3.25 0.00
Europe Steam Coal Spot fob®  Tonne 7725 NIA NIA US Discount
FTSE 100 6,448.22 (0.80) 18.96 Basic Metals Window 0.75 0.0
DAX 8,376.06 (0.19) 14.36 LME Aluminum Cash ~ USD/MT  1,848.25 (2.65) 41,729 ys Treasury 00152 (50)
CAC40 4,055.68 (1.65) 17.46 | ME Aluminum (1 Mth)
X USD/MT  1,897.00 (2.47) 39,117
IBEX 35 8,604.80 (2.45) 68.50 3 -mth. Rolling Fwd. US Treasury 16612 6.30
FTSE MIB 17,187.80 (2.77) N/A  CMX Copper Active USD/lb. 336.50 0.06 51,221 (5Yn) ' '
Stoxx 600 30308 (107) 1968 LME Copper3-mth g 724000  (2.16) 49,359 YS Treasury 29103 3.02
MSCI UK 1,890.25 (1.68) 18.78 Rolling Fwd. (10°Yr)
MSClFrance 11190 (251) 2136 TS| %FR China jod  USD 13780 (0.07) NIA “"Gapa” 10;}” 0.7530 (0.53)
MSCI 113.80 (1'27) 13.39 Iron Ore Fines Index - ov. Bon
Germany Precious Metals China 10-Yr 40700 2.26
MSCI Italy 48.34 (4.64) 133.1 CMX Gold USD/T.0z  1,372.10 0.08 163,101  Gov. Bond ' '
Asia CMX Silver USDIT. oz 23.2 (0.52) 63,471 ECB Rate
NIKKEI 225  13,365.17 (2.09) 22.18 NYMEX Platinum USD/T.oz  1,521.10 (0.43) 8,363 (Refinancing) 050 0.00
S&P/ASX 200 5,075.75 (0.75) 22.69 Agricultural Products 1-Month LIBOR  0.1834 (0.38)
HSI 21,895.40 (2.76) 10.13 CBOT Corn USD/bu 476.25 2.75 169,855 3 Month LIBOR  0.2621 (0.76)
HSCEI 9,967.77 (2.47) 819 CBOT Wheat USD/bu 634.00 0.48 34,804 3-Month HIBOR  3.3570 4.61
CSI300 2,303.93 (0.01) 11.38 NYB-ICE Sugar USD/lb. 16.32 (3.66) 58,114 O/N SHIBOR 0.3836 (0.19)
SSE CBOT Soybeans USD/bu. 1,295.50 2.88 130,692 Corporate Bonds (Moody’s)
Composite 2,067.12 (0.06) 11.08 Aaa 466 000

Baa 554 0.00
SZSE 1,006.69 2.66 2852

Composite

MSCI China 58.05 (2.68) 9.68 Note:

MSCI 1. Data sources: Bloomberg

Hong Kong 11,329.19 (3.71) 9.95 Finance LP, National Bureau
of Statistics of China, ABCIS

MSCI Japan 693.46 (2.01) 18.05 (updated on date of report)

Currency 2. Australia Newcastle Steam

Coal Spot fob is the Australia

Euro/USD GBP/USD AUD/USD USD/JPY USDICHF USD/ICNY  USD/HKD USD’CNIZNMD:; Newcastle 6700 kc GAD fob
a Steam Coal Spot price
Spot Rate 1.34 1.56 0.90 98.42 0.92 6.12 7.76 6.25 published by McCloskey
Chg. WTD
o) 024  (0.30) (1.86)  (0.90) 0.28 (0.12) (0.02) 015 5 sl CER China Iron Ore

Fines Index is calculated with
the 62% Fe specification,
spot price
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Disclosures

Analyst Certification

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.

Disclosures of Interests
ABCI Securities Company Limited and/or its affiliates may pursue financial
interests to the companies mentioned in the report.

Definition of equity rating

Rating 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.

Volatility 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. ABCl 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
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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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