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Market Overview HK market retreated, HSI lost 26pts to 28,593 with HKD60b turnover. 
Auto stocks showed a rebound but we don’t think this is sustainable. With 
a softer US market overnight, the retracement in HK stocks will likely 
continue today. It is believed that China’s Science and Technology 
Innovation Board (Sci-Tech Board) will bolster the existing A-share 
boards. If true, this may also lift sentiment of the H-shares in HK in the 
long term.   

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

Hong Kong Retail  
The Hong Kong Retail Management Association expects retail sales to decline by double-digit in July and 
August due to growing protests in the city. Most members reported single- to double-digit drop in average 
sales revenue between June and the first week of July. If the situation persists, the association will revise 
2019 sales forecast to a double-digit decline.  
 
China Aviation  
According to Civil Aviation Administration of China (CAAC), Chinese airlines will increase capacity by 7-8% 
to cater for the summer season. More flights will be scheduled to international routes to Japan, Korea 
and Southeast Asia. For domestic market, airlines will add more flights on Inner Mongolia, Xinjiang and 
Northwest regions to match the rising travel demand.   

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

Tian Lun Gas (1600 HK) 
Market expects company to maintain strong momentum of gas sales growth at >20% YoY in 1H19. Rural 
new connections are likely to reach 0.6m in 2019. Also, management is confident to secure a banking 
facility of up to RMB4b for the JV with Yuzi Holdings, which should well cover the capex for rural area 
new connection works in 2019-20E. 
 
Fosun Pharma (2196 HK) 
Company plans to spend up to RMB250m to acquire 100% interest of GSK (Suzhou) and obtain chronic 
hepatitis B drug lamivudine.  
 
Tongda (698 HK)  
Revenue and gross margin are expected to decline in 1H19 due to sustained margin pressure in metal 
casings and lower ASP. Market remains cautious on Tongda’s earnings outlook in 2H19, as competition in 
mid/low-end casings will likely intensify.  
 
China Education Group (839 HK) 
Company’s net margin shrank to 37.1% in 1HFY19F from 47.3% in 1HFY18, due to the higher recruitment 
expenses for the fast ramp-up of acquired schools. As the recruitment work of these acquired schools was 
completed, future selling expense ratio should ease. 
 
Shanshui Cement (691 HK) 
For 6 months ended June 2019, management expects net profit to increase substantially YoY, the 
increase was primarily due to the increase in the sales volume and selling price of cement.   
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