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Market Overview Market traded in narrow range last Friday, HSI retreated 20pts to 28,774 
with HKD56b turnover. Not much important news expected this week. On 
economic front, US will announce June CPI and China will have June 
trade figures. If no news flow emerges, market will likely be bounded in 
range this week.  

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

China Property 
According to CRIC, sequential growth of contracted sales gained sharply in June, with top 50/100 Chinese 
developers’ sales up 37.4%/49.9% MoM. YoY sales growth slowed to 27.2% for the top 50 but accelerated 
to 37.4% for top 100. Lock-in divergence widened in June, 6M19 target lock-in rate ranged 34-58%. Given 
re-escalating austerity policies in hot cities since April and more cities may follow suit, developers with 
lower lock-in need to step up new launches in 2H19, this will include Zhenro (6158 HK), Future Land 
(1030 HK).  
 
China Auto  
According to preliminary CPCA data, the recovering retail growth in June was driven by industry's de-
stocking efforts. Retail volume was up 5% YoY in June. Wholesale volume continued to be weak (-15% for 
June), but the declining trend narrowed to -1% in 2H of June. CPCA expects that wholesale growth to 
recover in subsequent months. Blended discount changed from 12% to 4% last week, mainly due to much 
less discount in certain models. Related stocks: Geely Auto (175 HK), Great Wall Motor (2333 HK), BYD 
(1211 HK).  
 
China Express Delivery 
After exceptional growth over last decade, China express delivery now stands at an inflection point, 
ushering in consolidation. As tier-two players sequentially quit, price competition is likely to heat up and 
stretch into 2020. With e-commerce deceleration and subdued commercial activities, revenue growth will 
likely slow. Related stocks: ZTO (ZTO US), SF (002352 CH).   

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

Anhui Conch (914 HK)  
Market estimates 1H19 net profit to increase 13% YoY to RMB14.7b, supported by 4% gain in unit gross 
margin and 5% increase in sales volume. Company should be able to maintain its pricing power in key 
business areas.  
 
Prada (1913 HK) 
Prada is transforming itself for the digital age, intending to become more relevant among the youth and 
have a greater presence in China. However, headwinds are (1) greater-than-expected IT and marketing 
expenses, (2) softening demand for luxury goods amid macro uncertainty, (3) rich valuation at 30x 
forward PER.  
 
Geely (175 HK)  
The stock lost 5% last Friday after analyst downgrade stating that its new product cycle will not be strong 
enough to sustain future profit growth.  
 



Kingdee (268 HK)  
Issued profit warning, expects 1H19 net profit to drop 30%-40% YoY to RMB102m-119m, mainly caused by 
increased expenses in the cloud business. Chairman sold 60m shares in secondary market in mid-June.  
 
Frontage (1521 HK) 
In China, new government policies encourage firms to conduct bioequivalence (BE) tests for generic 
drugs, which is one of the main services Frontage provides in this market segment.   
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