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New York who is sponsoring a bill to slap duties on Chinese imports. It was followed by another statement on June

20th reassuring everyone that basic stability would be safeguarded.

Chinese Mainland and Taiwan Sign ECFA -P3

June 30, Mainland China and Taiwan Tuesday signed the

Economic Cooperation Framework Agreement (ECFA).
(Contributor: Pan Lei

China Requires Banks to Stop Granting Bridge

Loans -P3

June 10, Chi nabs regul ators

stop granting project capital bridge loans and bridge

loans for companies' equity financing and bond issuance.
(Contributor: Pan Leij)

Infinity teams with Chengdu for new China fund - ~5

Infinity Group has set up a $30 million fund, its eighth
Israel-China fund this year. (Contributor: Pan Lej

Carlyle to Invest in China Fishery Group -P4
BEIJINGI Carlyle Group has agreed to invest US$190
million in China Fishery Group Ltd.

(Contributor: Pan Lei)

r

(Contributor: Edwin Lee)

Carlyle Is First Test For New Chinese Tax Law -P4

The Chinese government is beginning to enforce new tax
rules to prevent potential tax revenue from slipping out of
the country, with potentially "scary" consequences for
private-equity investors. (Contributor: Pan Lei

RIM Joint Venture to Invest $100M in China's Mobile
Industry -pP5
BlackBerry Partners Fund has come together with China
Broadband Capital Partners to set up a US$100 million fund,
called BlackBerry Partners Fund China.

(Contributor: Pan Lei
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greatest challenge _ saving the planet .

(Contributor: Edwin Le@

China Property -p7-8
China market review
Major corporate actions
(Contributor: Andy Lam)



More wobble than float

ON JUNE 19t h the Peoplebds Bank of Cwaould:

i ncrease the nAflexiblHe tybatodme@hi nwaadss
~according to Charles Schumer, a Democratic senator from New York who is sponsoring a bill

to slap duties on Chinese imports. It was followed by another statement on June 20th
- reassuring everyone that basic stability would be safeguarded.

The PBOC was clearer about wh at It [
controversial current-account surplus has narrowed over recent years, from 11% of GDP in
2007 t0 6. 1% of GDP | ast year . Ther e wa-scalet
appreciationo of the exchange rate, It
yuan to wobble by wup to 0.5% each da
momentum can survive theeuro-ar eads woes, It owi | | et

pace as before the crisis, ie about 5% a year, on a trade-weighted, inflation-adjusted basis. 1ding
The PBOC said it wildl be gui doBadalore.yf thaeurd

resumes its slide in the next few weeks or months, the yuan might even be nudged down a bit
against the dollar, to keep its trade-weighted value stable. Tao Wang of UBS has ventured an
answer to that question. She forecasts that by the end of 2011, you will be able to get 6.2
yuan for the dollar, compared with 6.83 now.

That in i tself i's not a momentous <char
institutional reform, rather than a change in price. It was a slow, deliberate step towards a
more sophisticated currency regi me, r

economy evolves over the next few years, weaning itself off investment spending and
towards consumption, it now has a suppler exchange rate that can help guide and cushion that
process. Presumably that is what the PI

Source:Jun 20th 2010, 17:23 by The Economist online | HONG KON



China Mainland and Taiwan Sign
ECFA

June 30, Mainland China and Taiwan Tuesday signed the
Economic Cooperation Framework Agreement (ECFA), a
landmark trade pact, in the municipality of Chongqing.

Tariffs, cross-strait investment and intellectual property
rights were the principle features of the agreement. Both
sides hope the ECFA will act as a framework for the eventual
reduction or abolishment of tariffs in hundreds of
categories of goods traded between the two regions.

According to ECFA, the mainland will remove tariffs within

two years on 539 products from Taiwan, accounting for

Mcdm: 2F GKS G201 fexpodsitd theS
mainland. Taiwan will lower tariffs on 267 products from

the mainland, representing 10.5% of mainland exports to

the island.

The pact will also give Taiwan-based firms access to 11
service sectors on the mainland, including banking,
accounting, aircraft maintenance, insurance and hospitals.

Agricultural products from the mainland and movement of
labor were not included in the agreement

Jiang Bingkun, chairman of the Straits Exchange Foundation
(SEF) said ahead of the Chongqging ceremony that the Asian
YEN]SG FFOO02dzydia F2NJ cp
Taiwan has not joined any of the 58 free trade agreements
(FTAs) already in operation across the continent.
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that relationship has come under threat since an FTA
between the mainland and the Association of Southeast
Asian Nations came into effect on January 1 2010.

Jiang said that under the current situation Taiwan would
lose its competiveness in the region and its attractiveness
as a target of foreign investment.

LY HnngdI ¢lAglyQa SELRNIA
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Almost 40% of goods exported to the mainland from the
island province face a 5-10% import tax, according to Li Fei,
a professor at the Taiwan Research Institute under Xiamen
University.

Source: By 21CBN
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China Requires Banks to Stop
Granting Bridge Loans

June 10, Chi n a 0 sequiree ankd ta 1
stop granting project capital bridge loans and bridge loans
for companies' equity financing and bond issuance,
sources familiar with the matter said.

At the beginning of 2009, the China Banking Regulatory
Commission (CBRC) allowed commercial banks to
extend bridge loans to key areas such as infrastructure
investment, urban development, civil projects, bridges
and roads construction.

Bridge loans were primarily introduced due to the
insufficient project capital of local governments and were
originally supposed to help local governments invest in
key infrastructure projects as China spent its way out of
the economic crisis.

Such loans are often issued with short terms (one year)
and allow borrowers to meet current obligations by
providing immediate cash flow.

This type of loan has been an important driving force for
local development and a vital financial source for local
government investment vehicles i but the huge uptake
has caused concern among regulators over local
government debt piles.

Over the past year, a majority of bridge loans have been
used for projects other than those approved by the
National Development and Reform Commission
( NDRC) , Chinads economic
told the 21st Century Business Herald, adding that a
number of them were then extended for 3-5 years.

Moreover, local government investment vehicles that
applied for those loans were not short of capital,
according to the sources.

In October, the CBRC emphasized that bridge loans
should only be provided for utility projects and
infrastructure. At the start of this year, regulators began
imposing tighter control over bank loans.

According to the recent announcement by the CBRC,
banks should stop providing bridge loans and the term of
existing bridge loans should not exceed one year, the
sources said. The CBRC also said no further extensions
should be provided.

Source: By 21CBN



Carlyle to Invest in China
Fishery Group

BEIJINGI Carlyle Group has agreed to invest
US$190 million in China Fishery Group Ltd., the Hong
Kong-based company said, in the latest move by a
private-equity company to tap into China’s growing
agriculture sector.

In a private placement, Carlyle will buy 113.5
million new shares in China Fishery, which lists stock
in Singapore, at 1.85 Singapore dollars (US$1.33) per
unit. It will also buy 26.7 million warrants, each
carrying the right to subscribe to one new share at an
exercise price of S$2.10, China Fishery said in a
statement.

After exercising all the warrants, Carlyle would
hold up to 13.6% of the enhanced share capital of China
Fishery.

With incomes in China rising, private-equity
investors have started looking at investments in the
country's food chain to take advantage of demand for
higher-quality goods and a wider range of meat and
vegetables. In March, a consortium that included
Blackstone Group L.P. invested $600 million for a
combined 30% stake in China Shouguang Agricultural
Product Logistic Park, an agricultural-product trading
center.

China Fishery is an industrial fishing company that
fishes mainly in the North Atlantic. Although it sells
fish in West Africa, Northeast Asia and Europe, almost
75% of its revenue came from sales in China in the six
months ending March 28.

China Fishery said the deal would provide it with
additional capital to pursue strategic investments in the
global fishing industry and to "further improve the
operational efficiency of the company." It didn’t
elaborate on plans for using the proceeds.

Source: Jun 30, 2010By Wall Street Journal

Carlyle Is First Test For New
Chinese Tax Law

The Chinese government is beginning to enforce
new tax rules to prevent potential tax revenue from
slipping out of the country, with potentially "scary"
consequences for private-equity investors, lawyers
said.

In December 2009, China drafted a new
regulation called Circular 698, which requires
international shareholders to disclose the sale of
positions in Chinese companies through the transfer of
shares held by an overseas holding company. The
regulation is aimed at preventing investors from using
shell companies to shield themselves from local
Chinese taxes, lawyers said.

In what appears to be the first enforcement of this
regulation, a local tax bureau is requiring the Carlyle
Group to pay out an estimated $25 million for capital
gains on an investment in Yangzhou Chengde Steel
Tube Co. (Chengde), which the firm recently exited,
LBO Wire has learned.

Carlyle acquired a 49% stake in the company,
based in Jiangsu province, for $ 80 million in 2007. It
sold its piece of the company in January to Precision
Castparts Corp. (PCP) for $254 million.

Under the new regulations, the U.S. firm
disclosed the sale, which was then investigated by the
Jiandu City State Tax Bureau. The tax bureau
determined the Hong Kong company that held the 49%
stake in Chengde on behalf of Carlyle had no
employees, other assets and liabilities, or other
investments or businesses. The regulator thus
determined that the seller should be subject to Chinese
capital gains taxes of 10%.

Source:By Dow Jones LBO Wire



Economic News

Infinity teams with Chengdu for new China fund

Infinity Group has set up a $30 million fund, its eighth Israel-China fund this year. This time, the fund is a joint
venture fund with Chengdu City, China. It will focus on projects in clean tech, IT, agriculture, and technology
incubators.

Infinity Group also signed a Memoradum of Understanding (MOU) of general cooperation with the Chengdu
Municipal Government today. The MOU, a separate agreement from that of the joint venture, covers various areas,
including business communication and investment activities, finance, innovation and private equity as well as
Chengdu's technology incubator and park.

Chengdu is the capital of Sichuan Province, and has a population of some 10.5 million. The city is one of the
largest technology centers in China, with companies such as Intel, IBM, Nokia, Motorola, SAP, and Microsoft having set
up development centers there employing tens of thousands of people.

Source: By Globes

RIM Joint Venture to Invest $100M
in China's Mobile Industry

BlackBerry Partners Fund, which invests in applications for the BlackBerry and other m
devices, has comegether with China Broadband Capital Partners to set up a US$100 million fi
called BlackBerry Partners Fund China, that will invest in mobile Internet and mobile cloud technolc
in China.

China Broadband Capital Partners, or CBC, i€hinabased venture capital and private equi
manager focused on telecommunications, the Internet and media investments. BlackBerry Partner
Is the venture capital arm of Research In Motion, the conypiduat sells the BlackBerry.

This is the righttime to invest in mobile cloud and mobile Internet technology and the fund aim
tap into increasing network sophistication and 3G development in the world's most populous co
said Gregory Shea, corporate vice president and miagadjrector of RIM China.

Shea said the new fund would facilitate the eventual Chinese launch of RIM's BlackBerry App
application store by supporting local developers.

Source: By IDG News
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greatest challenge _ saving the planet. Erik Jaques reports . With his Silicon Valley legend already
sealed by founding computing workst ation pioneers Sun Microsystems and becoming rainmaker
extraordinaire at Kleiner Perkins Caufield & Byers (KPCB), he has been ploughing his estimated
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Last September, his venture capital fi rm, Khosla Ventures, sought outside investment for the first
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Association, this is the largest amount raised since 2007 and the largest first - time fund raised since
1999.

Khosla is the poster - child of green venture capitalism, but his bravur a style and contrarian views
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" GCEdOAUExT ANd UOd ENT OFUEdEI £01 E" pd £AOEd Ui T NEd I E~ @¢
ENAPPEGd Ul EOd AVDOE O DD Ed 4 BWIEBx d Ui £Od ~ E NWhaElkRlly fiodtsa(

test.
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outfits trying to reduce our dependence on hy  drocarbons, either through greater efficiency or by
discovering alternative sources of liquid fuel. There are also nods to building materials, geothermal,

seawater desalination, and the aforementioned solar and wind. Some of the companies are too

obscure, callow or secretive to even maintain websites.

Source:JUNE 201Q Economics, Spotlight



China Property

China market review

Local governments gradually rolled out policy measures at the local level in the past month. Beijing, Tsingtao
and Zhejiang were the first batch of cities announcing detailed policy measures following the State Council's
new directives released on April 14 to cool down the market. Beijing government announced even more
stringent tightening measures including restr
one flat only from now. YTD, the J.P. Morgan China Property Developers' Index was down 14%, with the
worst performers being Evergrande (-43%) and Beijing Capital Land (-31%). The Chinese property sector has
underperformed the HSCEI by 9%.

Property sales performance

As expected, property sales fell sharply in May as the full-month negative impact kicked-in after the
implementation of policy tightening measures in mid-April. We recorded 46% M/M decline in volume sales to
only 4.7 million sqg m in the eight major cities we track. This was the lowest monthly sales ever seen in May in
the past five years. This was not unexpected as the policy tightening measures introduced this time round were
the most stringent so far since the last housing reform in 1998. The measures included mortgage tightening in
buying a second home with minimum down payment raised to 50% and no mortgages for a third home. Buyers
and developers adopted a "wait-and-see" attitude in May before local governments announced the local version
of policy measures. Almost all cities have announced their city-wide policy measures except Shanghai. Sales
remain slow in June but the magnitude of the decline has reduced sharply from a low base.

Property prices correction may last longer than the last round of around eight months

Property price correction this time round is likely to last longer than the last down cycle of around eight
mont hs from Jun 08 to Feb 09 based on Cental:
the measures until it sees a meaningful price correction to the 4Q09 level at least. However, developers are
generally cash rich and are not in a hurry to slash prices, especially for projects located in urban areas. We
expect property prices in overheated Tier-1 cities to correct by 30% from April peak which may last for a year
until 2Q11. If this is the case, we believe property stocks will be range bound until end of the year before a
sustainable rally emerges early next year.

The sector started to correct in Dec 2009 when Premier Wen warned that the property market was overheated
and tightening measures might be introduced. The sector corrected by 25% in nine weeks. After that, the sector
staged a rebound in February and March since no tightening measures were announced after the National
People Congress in early March. Property prices ran again, forcing the central government to release very
tough measures to prevent the bubble from spreading across the country. Share price correction this time
round was not as severe as we originally thought as Chinese property stocks corrected by 25% in only six
weeks. This may be due to the fact the sector had already corrected during Dec 09 to Feb 10 and we came off
from a relatively low base. Nonetheless, if there are no new measures which we believe so, the sector may not
need to undergo another round of major correction of 20-30%.



Continueck ..

Policy measures and share price corrections

Property policy measure Duration (weeks) % correction
2004 Econcmic tightening 11 35%
2005 Capital gain tax 11 20%
2006 T0% 90 sgm ruls 11 0=
1007 Enforcement of LAT 4 20%
Maw 07- Mar 08 Mortgage tightening 19 Bh%
Cec 09 - Feb 10 Credit tightening g 5%
Apr 10- May 10 Mortgage tightening 6 25%

Major corporate actions

Land acquisitions

After a stalemate in April, the municipal governments started to increase supply, although they are still testing
the water. The land sales market registered an increase in transactions in May compared to the previous month.
Transacted prices are usually lower than those bought several months ago given the lukewarm land demand.

Some developers expand into the western region during the downturn. For example, Financial Street acquired
two plots with a GFA of 1.324 million sg m in Chongging, while Poly bought a site in Chengdu with a GFA of
0.418 million sq m.

ANew loans slowed in May: Around Rmb630 billion worth of new loans were extended in May, down notably
from Rmb774 billion in April. New loans rose 21.4% Y/Y in 5M10 (down from 22.0% Y/Y in 4M10) and are
expected to remain at their current level over the coming months.

AReal estate investment growth eased slightly: Despite the gradual credit tightening, real estate investment
still registered an increase of 38.2% Y/Y for the first five months (up from 36.2% in 4M10) on a low base last
year. Going forward, should contracted sales stay low, it is possible that developers might start delaying new
construction starts, and hence a slowdown in real estate investment in the coming quarters. Actually, the base
of comparison should be higher starting from June onwards, as developers have only started boosting
construction more meaningfully in 2009.
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