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Market Overview US government’s decision to delay the sanction on Huawei for 90 days had 
excited the market, SHCOMP climbed 1.2%. HSI rose in the morning but 
softened in the afternoon, HSI closed 130pts lower to 27,657 with HKD95b 
turnover. Northbound funds, often referred to as “smart money”, are 
pulling out from China’s stock market. The widening spread of net 
purchases between Shanghai and Shenzhen Stock Connects indicates 
short-term pressure. Meanwhile, global investor confidence index fell to a 
historical low, short-term volatility is expected to persist.   

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

Hong Kong Property 
It is believed that Hong Kong residential property prices to be maintained at high level given: (1) 
government-led supply shortage (70/30 land supply policy, i.e. only 30% of future land supply for private 
housing); (2) reversed mortgage rate expectations; (3) healthy mortgage affordability and low loan-to-
value ratio. Some expect CCL index to reach 200 by 2019 and surpass 210 by 2020, up ~20% from the 1Q19 
bottom. Prefer SHK Properties (16 HK) and Henderson Land (12 HK).  
 
One Belt One Road 
According to the Ministry of Commerce (MoC), Chinese enterprises’ investment in Belt & Road countries 
amounted to USD4.6b in 4M19. Total newly-signed contract value by Chinese enterprises in Belt & Road 
countries increased 40% YoY to USD40.4bn, accounting for 60.7% of total overseas new contract value by 
Chinese enterprises.  

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

Kunlun Energy (135 HK) 
Company will adopt new strategy to gradually take over parent’s gas distribution business from the city 
gate to end users, and become PetroChina’s (857 HK) natural gas downstream flagship. Its gas sales 
volume is forecasted to grow at double-digit 2018-21 with dollar margin improvement.  
 
Man Wah (1999 HK)  
FY19 (yearend March) net profit fell 11% to HKD1.3b due to increased US tariffs. Chairman said that in 
order to cope with the US-China trade war and to avoid additional tariffs, a factory was set up in Vietnam 
last year. After the expansion plan by 3Q19, Vietnam factory can handle 50% of the US exports. By 2H 
2020, the factory is capable to handle 100% of the US exports. 
 
New World Services (659 HK) 
Following a 21% decline in 1HFY19 recurring profit on weakness in transport and facilities management, 
growth is expected to return to 6% in 2HFY19 led by contributions from newly acquired Sky Aviation and 
Hunan Sui-yue Expressway.  
 
VTech (303 HK) 
FY20F is another uncertain year for the company with slowing demand dragging on revenue growth, and 
profit margin is susceptible to escalating trade war risk given its heavy weighting in the US export 
market.  
 
 



Sino Biopharm (1177 HK) 
Management raised organic revenue and its net profit growth guidance to 15-20% YoY in 2019. The 
company is targeting to achieve RMB25b revenue in 2019 and RMB30b in 2020.  
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