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Market Overview Lower expectation on interest rate cut and the fall in SHCOMP (-2.5%) 
caused HK market to tumble on Monday. HSI lost 443pts to 28,331 with 
HKD75b turnover. CBIRC will exert more supervision on banks, insurance 
companies, asset management companies relating to details of 
shareholding, source of funding, share pledge etc. Fed Chairman, Jerome 
Powell, will be speaking at the Congress this week, investors will be 
watching his comments on interest rate outlook.   

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

China Heavy Duty Truck 
There are 3 major catalysts in 3Q19 following the weakness of HDT (heavy duty truck) sales in 2Q: (1) 
Sales volume in 3Q19 should improve due to low base effect, (2) more favourable government policies to 
boost infrastructure spending in order to stabilize the economy. Prefer Weichai (2338 HK) and Sinotruk 
(3808 HK) based on favourable tailwind and companies’ commitment in cost control.  
 
Chinese Brokers  
CSRC issued two new regulations over the weekend. One is paving the way for brokers facing liquidity 
problems to tap a rescue fund in the future, so as to prevent a systematic risk. The other is to ban some 
brokers from conducting risky businesses if the controlling shareholder fails to meet certain capital 
requirements.  
 
China Coal Sector 
Demand remains a concern, average daily coal consumption for power generation at the six big coastal 
IPPs fell 17% YoY, but was up 6% WoW to 640.1kt. However, seasonal factors should support demand 
growth through August. Meanwhile, coal stocks at major IPPs were up 22.5% YoY (2.6% WoW) and have 
remained near year-highs since the second half of June. This may act as a cushion and diminish the 
seasonality impact on prices in the coming weeks.  

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

Baidu (BIDU US)  
Company introduced (1) the full-duplex continued conversation on DuerOS, valet parking solutions and 
Baidu Brain 5.0; (2) Xiaodu AI conversation system to improve intelligent performance for traditional 
industries; (3) plans to build up a mobile ecosystem with Baidu app and Baidu mini apps, which is the 
major monetization tool; (4) new smart products that are testing multiple monetization models. 
 
Geely Auto (175 HK)  
Issued profit warning, expects 1H19 net profit to decline 40% YoY. For June, total volume sales dropped 
29% YoY to 90,000 units. Total sales reached 651,700 units in 1H19, down 15% YoY. Management has 
revised down 2019 full-year sales target by 10% to 1.36m units.  
 
China Life (2628 HK) 
Although GWP growth lost steam in Mar (-6.3% YoY) and April (-30.8% YoY) due to last year’s high base 
and decline of renewal premiums, first-year premium restored double-digit growth in May. NBV (new 
business value) margin improvement is likely to continue in 2H19 thanks to higher share of longer-
duration and protection-type products.  
 



China Resources Gas (1193 HK) 
Chinese government has released new policy to allow gas distributors to own more stake holding city gas 
projects. This will offer more opportunities for CR gas to raise stake in high return projects and will boost 
profitability.  
 
China Modern Dairy (1117 HK)  
Management expects the raw milk price to increase by ~RMB0.1 HoH in 2H19, and the full-year price to go 
up by ~3% YoY. Company forecasts 2H19 production volume to rise by more than 7%, with a full-year 
target yield of 10.3 tons, up from 10.1 tons in 2018. For the branded liquid milk business, management 
expects a positive contribution to profitability.   
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