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Market Overview US chipmakers and Google will stop supplying components and software 
to Huawei in accordance to US government’s ban. But the sanction 
implementation will be delayed for 3 months, effective in mid-August. 
US-China conflict will drag on for longer. A number of Chinese local 
governments have issued warning on rising property prices, this caused 
Chinese property sector to fall more than 1% yesterday. Resumed US-
China trade tension suggests that Chinese government will likely maintain 
an accommodative monetary policy in 2H19. Near term, RMB movement 
will dominate the stock market direction.   

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

China Insurance  
China is reportedly considering to raise the cap on insurance companies to buy stocks as A-shares become 
bogged down by uncertainty over trade talks. Insurers will unlikely increase their equity allocation 
aggressively. They have ~12% of assets invested in stocks, still below the current limit of 30%. 
 
China Rare Earth Sector 
The intensifying US-China trade tension has led to believe that China will limit rare earth exports to the 
US. Potential reduced supply has raised expectations of strong rare earth price appreciation. Chinese rare 
earth stocks (A-shares) reached their limit up last week, but the optimism may be short-lived.   

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

Xiaomi (1810 HK)  
For 1Q19, profitability turned around and recorded a net profit of RMB3.12b. Management said that 
company accelerated the “mobile +AIoT” dual-engine strategy, significantly increasing the number of 
devices connected to the IoT platform. As of the end of March, MIUI monthly active users reached 261m, 
an increase of 37% YoY. In the mobile phone business, 1Q19 revenue grew 16% YoY to RMB27b, sales of 
smartphones reached 27.9m units.  
 
China Unicom (762 HK)  
Announced that the number of mobile users posted a net increase of 1.13m in April, subscriber base 
reached 324m. Among them, 4G users increased by 2.6m in April, and 4G subscriber base reached 233m. 
 
Cathay Pacific (293 HK) 
Cathay Pacific and Cathay Dragon carried a total of 3.13m passengers in April, an increase of 4.9% YoY. 
The passenger load factor decreased 0.6ppt to 83.9%, while capacity (ASK) increased by 8.1% YoY. In the 
first four months of 2019, the number of passenger carried grew by 4% YoY.  
 
Baidu (BIDU US)  
iQiYi expects RMB6.9-7.3b revenue in 2Q19, implying 12-18% YoY growth, 14% below consensus RMB8.25b. 
The weak guidance could be due to weak advertising and some content will be delayed due to regulations 
and production delay. 
 
AAC Technologies (2018 HK) 
Competition at the lower-end optical lens market is expected to continue, implying company’s shipment 
target of 70m units by end 2019 may be too optimistic. Outlook for optic products still has downside risk.  



 
Bosideng (3998 HK) 
Company has been reforming its brand image over past few years and fruitful results are starting to show. 
Market share gain will continue to drive good profit growth in FY19F-21E through better store mix and 
new product rollouts. Stable raw material prices will provide margin expansion.   
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