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TECHNICAL STRATEGY HSI makes first test of 200-day m.a. and may
cross above it after a few days’ minor
John Schofield CFA, MSTA, MFTA consolidation...
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The HSI tested its 200-day m.a. yesterday ] E
and closed slightly above it. This is not 40 r40
yet a decisive crossing however. We may 201 520
see a few days’ consolidation around the OCT 'NOV' DEC ' JAN FEB MAR' APR MAY' JUN
end of the month before that can take
place. Source: Thomson Financial Datastream

Market Wrap

e The Hong Kong market advanced as the Shanghai Composite Index
closed above 2,600, for the first time since May 28. The HSI and HSCEI
gained 0.56% and 0.35% respectively to 21,091 and 11,972. Turnover
was HK$62.5 billion.

° HSBC (5) rallied 2.6% leading the HSI. Stanchart (2888) rose 3.3% to
a 12-month high. HK Property names dropped on profit taking although
the Mount Nicholson site was sold for HK$10.4 billion. Hang Lung (101)
fell 3.1% after reporting full year results.

o Exporters advanced on HK June trade data. China consumption themes
were back in play. China auto stocks gained, TV maker Skyworth (751)
rose 3.1% and mid-cap Sportswear names rallied after the recent sell-
off in Dongxiang due to its muted sales growth in Q2.

° Overnight, US stocks slipped back on the FRB’s “Beige Book” report
that indicated the recovery was slowing in some parts of the country.
The S&P 500 Index closed down 0.69% at 1,106.13.

Macro View

e The Hong Kong attempted to cross its 200-day m.a. yesterday and
given the recent upturn in its 50-day m.a. we believe the rally will continue
though there is quite a bit of resistance to overcome .

° It should be a gradual process as seasonally we do not expect strong
moves in mid-summer. Also, it will take time to turn the long-term trend
(200-day m.a.), back up.

Trading ldea

e  Swire A (19) has 10.3m sf of office space in HK and is set to benefit
from the recovery in Grade A office rentals. The stock is on 0.93x PB
and a DY of 3.0%. We expect it slowly but quite steadily.

The information contained in this technical commentary is based on data obtained from recognized statistical services, issuer reports or communications, or other sources believed to be reliable. However,
such information has not been verified by us, and we do not make any representations as to its accuracy or completeness, nor do we accept responsibility or liability for any investment decisions that may be based
upon any part of the contents hereof. Any statements nonfactual in nature constitute current opinions only, which are subject to change without notice. Tempus Investment Research Limited (“Tempus”) bases
its recommendations primarily on technical and quantitative analysis and does not perform direct due diligence into the affairs of issuers of any securities mentioned herein. This report is for information purposes
only and does not constitute an offer to sell or a solicitation of an offer to buy any securities referred to herein. Any security, including those mentioned herein may fall as well as rise in price or even become
valueless in certain circumstances. This report has no regard to the investment objectives and financial situation of any specific recipient, and investors should seek advice regarding the suitability of any investment
discussed herein. Tempus or its officers, directors, analysts or employees may have positions in securities referred to herein. Tempus does not perform investment banking services nor does it provide securities
dealing facilities.

I Additional information on the securities discussed within this report is available upon request.
TEMFL'S © 2010 Tempus Investment Research Limited. All rights reserved. Room 1307, Nan Fung Tower, 173 Des Voeux Road Central, Hong Kong
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BOC HK is one of the first major stocks to 109, Daily RSI (o0
break out of its trading range of the last 893 A 2°
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stop loss at HK$19.00.
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CRE has broken long-term resistance at
HK$30.00 and should continue to trend
higher from here. Buy or hold with a stop
loss at HK$29.50.

Swire Pacific “A” is rallying towards
resistance at HK$96.00. Consider taking
partial profit at that level.

China Resources Enterprises (291, HK$30.70)
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Hang Seng Composite Sectors
Sector Index Day Week MTD  YTD
(%) (%) (%) (%)

Hang Seng Index (HSI) 21091.18 0.56 2.95 4.78 -3.57
Hang Seng Composite 2955.72 0.54 2.71 5.17 -3.15
HSCI Info Technology 2250.72 1.70 3.69 5.68 -15.68
HSCI Financials 3403.02 1.12 3.53 5.93 -5.45
HSCI Consumer Goods 5257.28 0.79 1.31 2.86 1.58
HSCI Industrial Goods 1456.62 0.67 4.18 10.76 3.95
HSCI Utilities 5134.19 0.62 0.91 1.24 3.65
HSCI Services 3637.82 0.30 2.47 6.35 8.74
HSCI Telecommunication 1653.37 0.18 1.12 1.16 8.11
HSCI Materials 9520.20 0.06 2.64 6.42 -12.03
HSCI Energy 12171.32  -0.04 2.81 2.20 -5.00
HSCI Conglomerates 2065.43 -0.34 4.28 6.90 -4.88
HSCI Property & Construction  2782.58 -0.35 2.14 8.91 -4.58
HS Mainland 100 6739.43 0.37 1.90 4.13 NA
HS China Enterprises 11972.75 0.35 2.42 4.42 -6.42
HS China H-Financial 16967.66 0.34 1.81 3.48 -4.01
HS China Affiliated Corps 4021.64 0.38 1.60 5.32 -0.94
HS HK 35 2169.82 0.16 3.25 5.58 NA
HS HK Comp Large Cap 1716.22 0.44 2.72 4.87 NA
HS HK Comp MidCap 4385.22 0.73 2.59 6.54 NA
HS HK Comp Small Cap 2281.36 1.37 2.93 5.00 NA

Source: Thomson Financial Datastream
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