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Actionable Plans Marco 

- MSCI: Increase the inclusion factor of Chinese-large cap stocks; 
- Weighting of Chinese stocks in MSCI Emerging Market will jump; 

- Potential USD40b capital inflow;  

- Positive to China A-share market; 

Market Overview Shares in South Korea plummeted, while the Korean won also slipped, 
after the White House announced that the ongoing Vietnam summit 
between U.S. President Donald Trump and North Korean leader Kim Jong 
Un on Thursday had been cut short with no agreement reached. Hang 
Seng index was down 124pts to 28,633 with turnover of HKD121.9b.  
 
MSCI said it will increase the inclusion factor of Chinese large-cap stocks 
to 20% from the current 5% in two steps, in May 2019 and in Aug. As a 
result, the weighting of Chinese stocks in the MSCI Emerging Market Index 
will jump to 3.3% from c. 0.7% currently. Market believes this is going to 
increase the buyer pool investing in China, and that is very bullish for the 
country. We expect both China and Hong Kong open higher today. 

Sector News 
------------------------------------------------------------------------------------------------------------ 

China Macro  
China Feb official Purchasing Manager's Index (PMI) fell to 49.2, the weakest level since Feb 2016. This 
comes as export orders fell at the fastest pace since the global financial crisis, highlighting deepening 
cracks in an economy facing weak demand at home and abroad. Market believes unless the trade war 
truly turns into an extended truce, the weakening trend may not end quickly. Market now expects March's 
PMI will fall as well. Today morning Caixin Manufacturing PMI will be released, consensus forecast was 
48.5 (vs. Jan of 48.3). 
 
Macau Gaming 
According to the Gaming Inspection & Coordination Bureau website, Macau's gaming regulator plans to 
report the latest monthly data between 1-3 March. Feb gross gaming revenue (GGR) is expected to 
growth at 2%-9% YoY to MOP24.8b-MOP26.5b. Meanwhile, March GGR is forecasted to be flat YoY to 
MOP26b. Related stocks: Sands China (1928 HK), SJM (880 HK), Galaxy Ent (27 HK). 
 
China Auto 
Low-Tier cities will be the growth driver for new car sales in 2019, after they dragged down market 
growth in 2018. Market has seen a recovery signal particularly from Tier 3-5 cities and low-end markets in 
Jan retail, and expects the trend to continue in subsequent months. Companies having higher exposure to 
those segments are likely to outperform others. They are Geely Auto (175 HK), GAC Group (2238 HK). 

Company News 
------------------------------------------------------------------------------------------------------------ 

HKEx (388 HK) 
HKEx announced its strategy for the next three years, pledging to expand connect schemes with the 
Chinese mainland. The key tasks under the China Anchored strategy are to enhance stock and bond 
connect, launch A-share futures products, and support cross-border execution in the RMB FIC derivatives 



market. HKEX will also support improved access to the CNY market, offer an expanded commodities 
product suite, and extend its onshore commodities capabilities in the mainland. Market is neutral to 
HKEx’s 3-year plan.  
 
Galaxy Ent (27 HK)  
Its FY18 full year net revenue was HKD55.2b (+14% YoY). Its full year adjusted EBITDA was HKD16.9b 
(+19% YoY), which was largely in-line with consensus forecast of HKD16.83b. Special dividend of HKD0.45 
per share was declared. Its FY18 adjusted EBITDA margin improved to 30.7% from 22.7% in FY17.  
 
Yili Industrial (600887 SH) 
Yili 4Q18 sales/net profit growths were 17%/30% YoY. With the strong 4Q growth, the company 
successfully fulfilled its growth target for 2018 as well as the requirement from the stock incentives plan. 
The company also announced a 2019 sales target of RMB90b and pre-tax profit of RMB7.6b, implying 13% 
and 0.3% YoY respectively. It seems that Yili has been quite conservative in setting the profit target, 
indicating they are prepared for any change in the competitive landscape. 
 
Great Wall (2333 HK) 
Its share price corrected >3% yesterday after an analyst downgrade the name. Concerns include (1) its 
operating challenges as structural risks, (2) poor-than-expected upcoming earnings announcement (due in 
late March), and (3) potential consensus downgrades if profit miss. 
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