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Market Overview Selling pressure emerged after the index futures expiry, HSI dropped 
193pts to 29,699 with HKD73b turnover on Tuesday. China’s 
manufacturing activities slowed in April, PMI softened to 50.1, vs. 
consensus of 50.5. Fed Chairman Powell played down rate cut 
expectation, this caused US market to slump, HK market will likely follow 
today. Also, China is on holiday and there will be no southbound trade, 
volume is expected to stay low.  

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

China Property 
Average selling price (ASP) of primary property market in the first tier cities gained 4.2% YoY in March 
2019. In the second tier cities it surged 12.2% YoY in the same period. The truth is the rapid growth in 
property price may delay the pace of policy relaxation. Leading Chinese banks are likely to tighten the 
mortgage policy. China property sector has risen 23% YTD, outperforming the HSI. With policy headwinds, 
we expect sector to underperform/correct in 2Q. Depending on how deep the correction will be, 
opportunities may arise in 3Q19.  
 
China Banking 
Market expects asset quality to improve in the near term given the improving economic growth and large 
provisions made in 4Q18. Loan demand started to pick up in March 2019. System liquidity is unlikely to 
tighten in the near term given only slight easing in economic growth pressure. On the other hand, NIM 
will inevitably contract after peaking in 4Q18.   

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

Standard Chartered (2888 HK) 
For 1Q19, pre-tax profit came in at USD1.24b, up 4.6% YoY. Management aims to raise ROE to 10% by 
2021. More importantly, the bank announced a USD1b share re-purchase program.  
 
WH Group (288 HK)  
Company is positioned to benefit from the upcoming China hog price upcycle, and US subsidiary 
(Smithfield) should deliver good profit ahead. Analysts are revising up its earnings in the range of 8-15% 
to reflect a better outlook. Company is expected to have 2-year profit CAGR of 19%.  
 
China Comm Construction (1800 HK) 
Market expects revenue to maintain steady growth in 2019 given the robust growth of contract backlog in 
FY18 and newly-signed contracts in 1Q19. Total new contract value of reached RMB203b in 1Q19, up 
13.4% YoY, surpassing industry average. For 1Q19, company reported 14% decline in revenue and 62% drop 
in net profit. Weak performance is expected in 2Q-3Q.  
 
Sinopharm (1099 HK)  
Company recorded rapid growth in the distribution business, medical device business, and retail pharma 
business in 1Q19. The practice of first batch centralized procurement should have limited impact on 
Sinopharm given related drugs only accounted 2% of its total sales. As such, its growth visibility in 2Q19 is 
still high. Also, Sinopharm could benefit from market consolidation.  
 
 



Huaneng Power (902 HK) 
A brokerage has raised FY19-21F net profit forecasts on lower operating expenses. Positives include (1) 
1Q profit more than doubled YoY mainly from coal cost cut; (2) coal price would have more downside 
amid ample supply and weaker demand; and (3) inexpensive valuation of 0.8x P/B.  
 
CGN Power (1816 HK) 
1Q19 net profit only grew 1.3% YoY to RMB2.5b, below expectation. The earnings miss was due to (1) 
delayed VAT rebate receipt of around RMB300m of Ling’ao and Lingdong nuclear plants, (2) more repair 
and maintenance cost allocation in 2019.  
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