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Introduction: Initiation Report for The Strategic International China 40 
 

I. Description of Strategic International China 40 Index: 
 
The Strategic International China 40 Index consists of the 40 largest companies defined by their market 
capitalization, that are traded on the NYSE, AMEX, or Nasdaq exchanges, and whose primary business 
initiates in the Peoples Republic of China. We have not included any companies that are traded Over-
the-Counter on OTCBB or Pink Sheets. We also have not included companies that have been trading for 
less than one year on these exchanges. Our minimum market capitalization for this index is 500 million 
dollars. We will be initiating a small cap index in the coming weeks that will have a market 
capitalization requirement of 50 million to 500 million dollars. 
 
The index will be rebalanced only once per year with the first rebalance occurring on December 31, 
2008, unless a company gets delisted from the exchange. This index is designed for the benefit of 
institutional investors for the purpose of providing information on the relative performance and growth 
expectation of companies, Sectors, and Industries in the SI China 40 index, as it compares to their Sector 
and Industry comparables in the S&P 500. In time we will divide each of the components into their 
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respective sectors and begin to evaluate the relative performance of these companies to their U.S. 
counterparts for growth, risk differential, and valuation differential adjusting for volatility risk. Our 
objective is to provide the institutional investor with information on sectors and industries of how 
Chinese companies in the same sector are valued. It is our belief that different risk and valuation 
components influence the pricing of these stocks.   
 
SISR is an independent research firm that has no ties to the banking community and as a consequence 
this index, IS IN NO WAY INFLUENCED BY INVESTMENT BANKING CONSIDERATIONS.  
It is our objective to maintain our independence and provide our readers with information regarding 
particular companies, sectors, and industries from an investment perspective. Having said this we 
believe that the information provided in these forthcoming reports, can be used by the banking 
community as a means for them to better understand the valuation process of Chinese companies. We 
will show that there are differences in the valuation process between U.S. and Chinese companies traded 
on U.S. exchanges. Our objective is to understand the valuation metrics, to the extent that there may be 
different from their U. S. Sector and Industry counterparts. We will attempt to highlight differences in 
the way that these companies are valued, and to project their future earnings. We are not implying that 
these companies do not follow traditional valuation methods; we simply believe that there are different 
factors that must be considered in the metrics of analysis. 
  

II. The Strategic International China 40 Index 
 

A. International Comparisons 
 
Table I presents 8 indices. We compare the SI China 40 to the major indices of the world. Figures I and 
II above show this is picture format. As we can see from the table all the indices have been down 
significantly over the past 4 weeks with Shanghai and our China 40 having the best YTD performance.   
 

Table I: International Comparisons based on the Closing Price of November 23, 2007 

 
          Source: Reuters, SISR Inc. 
 
These Chinese indices also exhibit the greatest volatility, an issue that we will be taking up in much 
greater detail in the coming weeks.  
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B.  The Strategic International China 40 
 
Table II presents the 40 companies that comprise the SI China 40. The index is an equal weight index 
because as is evident from the table the top two companies have a market cap of 682 billion dollars. The 
other 38 companies have a total market cap of 469 billion, which is less than the top two companies. We 
chose not to make arbitrary index categorizations so we decided to equal weight the index. In addition 
most investors take a specific dollar weight in their positions either a full positions a partial position, 
generally a position in a company not an index. Also, we do not expect that this index will be 
representative of the Chinese economy, unlike the S&P 500 where market cap weighting makes sense.  
  

Table II: Summary Table of the SI China 40 Ranked by Market Capitalization 
 

 
Source:  Reuters, SISR Inc. 
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C. The Strategic International China 40 Sorted by Sector, Industry and Market Capitalization 

 
Table III presents the SI China 40 sorted by Sector and Industry.  In the coming weeks we will 
concentrate extensively on these different sectors. From the table we can see that there are 6 basic 
material companies, 3 oil and gas companies; 6 internet companies; 5 communication companies, but 
only 1 finance company. Most of the big banks in China have listed in Hong Kong. The list contains 
many significant companies in China, however it is not fully representative of the Chinese economy as 
noted above, and for this reason and the market capitalization imbalance we have decided to equal 
weight this index.  
 

Table III: Summary Table of the SI China 40 Sorted by Sector, Industry and Market Capitalization 
 

 
Source:  Reuters, SISR Inc. 
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D. The Strategic International China 40 Market Performance  
 
Table IV presents some performance data for the SI China 40, based on the closing price of November 
23, 2007. We report 1 week, 4 week, and YTD % change, 1 day volume, 3 month average volume, 52 
week range, PE ration and EPS. These are some of the performance measures which in coming weeks 
will be analyzed and evaluated in a more systematic manner. We will concentrate on performance and 
valuation relative to U.S. companies in similar Sectors and Industries, while striving to access what 
drives the valuation metrics.  
 

Table IV: Summary Table of the SI China 40 Market Performance:  
Based on the close of November 23, 2007 

 
 

 
Source:  Reuters, SISR Inc. 
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Certification:  
 
I, Philip L. Miller (or any research analysts at SISR Inc.) certify/certifies that the views expressed in this 
report accurately reflect my personal views about the subject companies and securities. In addition no 
part of my compensation was, is or will be directly or indirectly related to the specific recommendations 
or views expressed in this report. 
 
Recommendation Scale: 
 
Stock Rating: 
1 – Recommended List – The stock has our highest recommendation and is expected to outperform the 
average equal weighted expected total return of the overall Market irrespective of sector. Our investment 
horizon is 12 – 18 months except as specified by the reporting analyst.  
 
2 – Overweight – The stock is expected to outperform the equal weighted expected total return of the 
sector coverage. Our investment horizon is 12 – 18 months except as specified by the reporting analyst.  
 
3 – Neutral – The stock is expected to perform in line with the equal weighted expected total return of 
the sector coverage. Our investment horizon is 12 -18 months except as specified by the reporting 
analyst. 
 
4 – Underweight – The stock is expected to under-perform the equal weighted expected total return of 
the sector coverage.  Our investment horizon is 12 -18 months except as specified by the reporting 
analyst. 
 
 
5 – Rating Suspended – The rating and target price have been suspended temporarily to comply with 
applicable regulations and/or firm policies in certain circumstances including when SISR Inc. is acting 
in an advisory capacity in a merger or strategic transaction involving the company.  
 
Sector Ratings: 
1 - Recommended Sector – The sector has the highest recommendation with continued improving 
valuations and rapid growth. 
 
2 – Positive – The sector fundamentals and valuations are improving with a positive second derivative. 
 
3 – Neutral – The sector fundamentals and valuations are flat with the second derivative close to zero or 
with a neutral slope. 
 
 
4. Negative – The sector fundamentals and valuations are negative with a negative second derivative.    
 
5 – Rating Suspended – The rating and sector targets have been suspended temporarily to comply with 
applicable regulations and/or firm policies in certain circumstances including when SISR Inc. is acting 
in an advisory capacity in a merger or strategic transaction involving the company.  



Economics and Stocks                                                                              Strategic International Securities  
 

November 26, 2007                                                                              SISR Inc. © 2007 all right reserved. 
  7 
    

 
Price Chart: 
 
A price chart, with changes of ratings and price targets in prior periods, is included above, for all 
securities covered in this report.  
 
Additional Disclosures: 
 
This report is for information purposes only and should not be construed as a solicitation or an offer to 
buy the securities or other instruments mentioned in the report. This report may not be reproduced in any 
manner, without the written permission of SISR Inc.  
 
This research report is based on current public information, with the possible exception of disclosures 
relating to SISR Inc., that SISR Inc. deems to be reliable and as accurate as reasonably possible. SISR 
Inc., however, makes no claim to the accuracy and completeness of this reports, and this report should 
not be relied on as such, or as a statement of factual content.  
 
This research report is prepared for general information purposes only. In addition this information does 
not consider the specific investment objectives, financial situation and particular needs of any 
individual, or institution. Investors and/or institution should seek financial advice and or internal due 
diligence for institutional investors, as to the appropriateness of investing in any securities or investment 
strategies mentioned or recommended.  
 
Analyst as Officer or Director: No analyst will serve as an Officer or Director. SISR Inc. prohibits its 
analysts, persons reporting to analysts or members of their households from serving as an officer, 
director, advisory board member or employee of any company in the analyst’s area of coverage.  
 
Ownership and Material Conflicts of Interests: SISR Inc. permits ownership of the recommended 
securities subject to all the NASD rules regarding the ownership of securities by analysts. Since our 
analysis is economic in origin and subsector driven we expect all analysts to cover the universe of all 
stocks and as a consequence limiting the analyst or the firm to ownership of the underlying securities 
would in essence require these entities to reframe from investing in the equity market.  
 
Analyst Compensation:  Analysts are paid in part based on the profitability of SISR Inc., some of which 
may include investment banking and consulting revenues.  
 
Disclosures are required in the United States for any of the following: 
 

1. acting as a financial advisor, 
2. manager or co-,manager in a pending transaction 
3. 1% or other ownership, long or short 
4. compensation for certain services 
5. types of client relationships 
6. managed/co managed public offerings in prior periods 
7. directorships 
8. market making and/or specialist role. 
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These disclosures are included in the company-specific disclosures above for any of the above 
disclosures that are required. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 


