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Market Overview Fitch has downgraded HK to “AA” from “AA+”, outlook negative. This 
affected sentiment somewhat, HSI added 175pts to 26,690 with 
HKD99.8b. After market close, PBOC announced to cut RRR by 50bps 
starting 16 Sept, this will release RMB900b to the real economy. The news 
should be partially reflected in the market.  

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

China Macro 
State Administration of Foreign Exchange said in a statement it will let CITIC Securities (6030 HK), Huatai 
Securities (6886 HK) and China Merchants Securities (600999 CH) buy and sell foreign exchange for clients 
or themselves under a pilot program. The brokerages are also allowed to participate in interbank forex 
market trading.  
 
Chinese Brokerage 
Some remain positive on the sector given that: (1) earnings visibility is clear in 2H19F, and (2) favorable 
policy environment remains intact, on both liquidity front and capital market reforms. Sector is now 
trading at 0.79x FY19F P/B, which is close to historical trough. Prefer CITIC Sec (6030 HK) and China 
Galaxy Securities (6881 HK).   

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

CK Asset (1113 HK) 
Market expects strong earnings growth in 2019 supported by HK development booking and a maturing 
recurring income base that could support an increase in dividend. Reducing property exposure in HK and 
China and higher recurrent income could help weather macro uncertainties.  
 
Sino Land (83 HK) 
Given its concentrated exposure in HK property, company is susceptible to a decline in residential prices 
and retail rents. Note that Sino Land has a substantial net cash position and should be able to maintain 
dividend.  
 
BYD (1211 HK)  
Total auto sales dropped 13% YoY to 36,000 units in August. New energy vehicles were down 23% YoY to 
16,700 units.  
 
China Eastern Airlines (670 HK) 
Management holds a positive 2H19 outlook. They expect marginal impact of China-US trade friction on 
international travel demand, and domestic demand should pick up after the National Day. The Company 
expects ASK to increase by 10% YoY.  
 
TravelSky (696 HK) 
Industry-wide ASP is likely to stay flat in 2H19 due to global airlines’ aggressive cost-cutting policies in 
FY19. Global peers (Sabre, Amadeus) have invested heavily in cutting-edge IT products to retain 
increasingly price-sensitive airlines.  
 
China Gas (384 HK)  
South Korean company SK E&S Co. (SK) is selling a 3% stake of China Gas by secondary placement last 



week, which will trim its shareholding in China Gas to 10.5%. SK is the 3rd largest shareholder of China 
Gas and has been a shareholder for over 10 years. This should not affect the fundamentals of the 
company.   
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