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Market Overview As expected, HK market rose on Tuesday, HSI jumped 332pts to 28,875. 
Higher turnover of HKD112b might indicate institutional investors were 
buying. We think market needs to consolidate in the near term. It is 
reported that China will remove foreign ownership limits on financial 
companies, full foreign ownership of securities firms, futures businesses 
and life insurance companies will be allowed by 2020.   

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

China Economy 
There are some benign trends in June PMI: (1) small-and medium-sized firms showed signs of recovery; 
(2) high-end manufacturing were trending well. Production subindex for high-tech and equipment 
manufacturing was 55.6% and 53.3%, respectively, surpassing average; (3) construction PMI stabilized, 
indicating recovery of infrastructure investment.  
 
China Power Sector  
Market expects 5.4% CAGR in overall power consumption during 2018-21F. It is projected the proportion 
of thermal power in China’s total installed capacity to drop 5.1ppt from 60.4% in 2018 to 55.3% by end-
2021. However, thermal power remains essential in domestic power supply, given ongoing uncertainties 
for renewable energy stemming from seasonality and subsidy policy. Related stock: Huaneng Power (902 
HK).   

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

BYD (1211 HK) 
Management said that sales volume is forecasted to grow ~70%-80% YoY in 2019, while new energy vehicle 
sales are expected to slow to 40% YoY growth.  
 
R&F Properties (2777 HK)  
For 6M 2019, contracted sales rose 6% YoY to RMB60b, GFA sold was up 25% YoY to 5.5m sq m.  
 
Mengniu Dairy (2319 HK)  
Company had entered a share transfer agreement to dispose of its 51% shareholding in Junlebao (JLB) at a 
cash consideration of RMB4bn (26x PER). This is a positive financial and strategic impact (1) relieve 
Mengniu’s margin pressure, (2)  enable Mengniu to streamline its business.  
 
GCL-Poly Energy (3800 HK) 
Company announced a share purchase agreement in relation to the disposal of its 31.5% equity interest in 
Xinjiang GCL, with net cash proceeds of RMB2.4b. The deal will improve company’s liquidity and 
profitability. 
 
Shanghai Pharmaceutical (2607 HK)  
It is expected the company to deliver solid performance in 1H19, driven by: (1) the stellar performance of 
prescription drugs; (2) generics that are under or have passed GCE; (3) R&D strength. Besides, its pharma 
distribution segment is underpinned by the expansion of direct-to-patient (DTP) pharmacies and is 
expected to maintain its leading position. 
 
 



Precision Tsugami (1651 HK) 
Company’s FY19 (yearend March) net profit surged 89% YoY to RMB368m, in line with expectation. The 
result implies 59% YoY increase in net profit in 2HFY19 despite the general weakness of the machine tools 
demand during the period. In the near term, the resumption of trade talk between China and US should 
help boost confidence and may serve as a share price catalyst.   
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