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Market Overview SHCOMP rebounded 1.9% yesterday, this led HSI to move 274pts higher to 
28,503 with HKD102b turnover. Note that investors were selling auto and 
smartphone supply chain, and they were buying software companies, such 
as Kingdee (2368 HK) and Kingsoft (3888 HK). It is now confirmed that 
HKEX will launch MSCI A-share index futures. Pink An (2318 HK) and 
Wheelock (20 HK) will announce results today.  

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

China Macro  
China’s unemployment picture has deteriorated compared with three months ago and with 12 months 
ago. Unskilled manufacturing workers are suffering more than skilled workers and their peers in the 
service sector. Yet, thanks to the generally shrinking working age population and some initial boost from 
the ongoing stimulus, unemployment is not at a crisis level.  
 
China Banking  
China’s Feb new loans came in below expectation due to (1) Jan’s frontloading of new loans and 
consequent slowdown in lending pace, (2) delay in corporates’ operation start-up after Chinese New 
Year, (3) regulatory scrutiny on bill financing. Looking forward, government will continue policy supports 
on both fiscal and monetary fronts, and will increase the magnitude of targeted RRR cuts in 2019.  
 
China Machinery Sector 
According to data released by the China Construction Machinery Association, the 25 excavating machinery 
manufacturers monitored by the association sold a total of 30,501 excavators in 2M19 (+39% YoY), 
including domestic sales of 27,428 units (+42% YoY) and export sales of 3,073 units (+21% YoY).   

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

Mei Tuan (3690 HK)  
For FY18, company recorded a net loss of RMB115b, compare with a net loss of RMB18.9b in FY17. FY18 
net loss was attributable to RMB104b decrease in fair value from convertible redeemable preference 
shares. Excluding the exceptional items, net loss was actually at RMB8.5b.  
 
Datang Int'l Power (991 HK) 
Major concern is the high base of installed capacity growth from 2018 after parentco’s asset injection of 
~13.9GW. Looking into 2019/20E, company may only 1GW/2GW of thermal power capacity, plus 0.6GW of 
renewable energy projects in each year.  
 
Lee & Man Paper (2314 HK)  
Revenue and net profit for FY18 were HKD32.2b and HKD4.8b respectively, while its net profit per tonne 
was at HKD797. Gross margin declined to 23% in FY18 from 29% in FY17 due to lower ASP and higher 
material cost. Company will continue to face headwind in 2019 due to weakening demand.  
 
China Resources Cement (1313 HK HK) 
FY18 net profit grew 120% YoY to HKD7.9b, revenue was up 29% YoY to HKD38.7b. Company experienced 
a margin expansion in FY18 attributable to higher ASP and better cost control. Note that ASP and profit 
margin are expected to stay flat in 1H19.  



 
Longyuan Power (916 HK) 
In Feb 2019, Longyuan’s total power generation grew 5.4% YoY (wind: +2.2%; thermal: +23.8%; other 
renewable: 4.2%). Overall wind curtailment rate at ~5.25% in Feb marked a drop of ~3.06ppt YoY. The 
main reason for the YoY decline in 2M19 wind power generation was the weak wind resources in some 
regions. Market expects the growth to increase gradually through 2019.  
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