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Market Overview Boosted by expectation that US and China will close a trade deal soon and 
a rising A- share market (SHCOMP up 1.12%), HK market gained on 
Monday. HSI added 147pts to 28,959 with HKD148b turnover. MKE 
Research remains positive in the long term, in the short term, we 
recommend taking profit. We expects MSCI Asia x Japan could correct 5%-
10% from current levels in the next 3-4 months, based on: (1) SHCOMP is 
overbought and primed for a short term correction, (2) given that interest 
rates have risen in the US, a cyclical downturn could mean cash flow 
pressure and potentially more credit downgrades, (3) while the 
impending Trade War resolution is good news, there are still many 
political and economic concerns that remain to be resolved.  

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

China Banks 
Sector showed slower profit growth in 4Q18, largely due to rising impairment charges, as banks 
strengthened provision buffer. This was in line with market expectation. NIM for small banks widened by 
4bps in 4Q18, faster than that of big banks. Smaller banks tend to benefit more from PBOC’s liquidity 
easing, given higher proportion of interbank borrowing. 
 
China Shipping  
The Shanghai Container Freight Index (SCFI) weakened further after the Lunar New Year (LNY) holiday, 
down 4.6% WoW. Spot freight rates on both Transpacific and Asia-Europe tradelanes were down WoW as 
pre-LNY canvassed cargoes were more or less depleted. Load factors of the major East-West tradelanes 
fell below 90%, dragging the spot freight rates on Transpacific (West Coast ports) and Asia-Europe 
(Northern Europe base ports) tradelanes by 8.3% WoW and 6.3% WoW, respectively.  
 
Hong Kong Property  
For HK property, secondary market sentiment continues to improve, and property prices are likely to 
consolidate at current levels while market momentum will pick up following the upcoming rich pipeline 
across the city in March.   

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

China Life (2628 HK) 
Company’s premium income increased 24% YoY in Jan 2019 at a faster speed than major peers. Apart 
from low base in the previous year, China Life has benefited from strong renewal premium growth and 
better-than-expected kick-off season sales. 
 
China Tower (788 HK) 
For FY18, net profit was up 36% YoY to RMB2.65b, while revenue rose 4.5% YoY to RMB71.8b. By 
categories, revenue of tower business gained 2.2% to RMB71.8b, room division business soared 41% to 
RMB1.8b, and cross-industry business jumped 6.2 times to RMB1.2b.  
 
ASM Pacific (522 HK) 
Management expects 2019 revenue to be slightly down YoY due to cyclical slowdown and macro 
uncertainties, which should be widely expected by the market. The company expects gross margin to 



remain stable YoY with no structural declines. For 1Q19, the company guided for revenue to fall 20% QoQ 
with gross margin in the mid-30% range (flat QoQ).  
 
Goldwind (2208 HK)  
According to management, bidding price of turbine has bottomed out since Nov 2018. This suggests 
improving supply and demand dynamics in 2019. As the largest turbine maker in China, Goldwind is best-
positioned to benefit this development. Management has identified offshore and overseas markets as the 
next driver for market share gains. 
 
Luk Fook (590 HK) 
Management expects SSS of both HK & Macau and Mainland China to see low-teens decline in Jan and Feb 
2019. SSS of licensed stores is expected to be better than self-operated stores. Given a much higher base 
effect for HK & Macau market, HK & Macau’s SSS in Jan and Feb 2019 was not that bad. 
 
China EB Greentech (1257 HK) 
CEG will announce 2018 results on 6 March, market expects FY18 net profit to grow 36% YoY to HKD1.3b. 
Management will likely give 2019 guidance, market is interested in (1) potential acceleration in hazardous 
waste treatment project progress in 2H19, (2) capex plan, (3) debt financing plan in 2019.  
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