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Market Overview Market stayed flat, RRR cut was already expected by the market, HSI fell 
9pts to 26,681 with HKD72b turnover. We expect market to stay quiet this 
week, there is no major earnings report or economic data release.  

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

China Macro  
PBOC announced to cut RRR, this should improve liquidity for banks and non-bank financials. For banks, it 
is more positive to those with high LDRs but good capital – BOC (3988 HK) and CITIC Bank (998 HK). Banks 
with strong retail franchise and customer base like China Merchants Bank (3968 HK) should also benefit 
from the cut. The easing is great for brokers like CITIC Securities (6030 HK) and Haitong Securities (6837 
HK).  
 

China Inflation 

The CRR proprietary food price index showed that food inflation continued to accelerate in China. The 

index increased by 7.2% YoY, compared with 6.3% YoY in July. Pork prices in wet markets in the 17 cities 

rose by 37.1% YoY in August, a big jump from the 22.5% YoY in July. Pork accounts for about 3% of weight 

in the CPI basket. A 37% increase in the pork price will push up the headline CPI by 1.1 ppt.   

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

Alibaba (BABA US)  
Alibaba and NetEase announced strategic cooperation: (1) Alibaba fully acquired Kaola business at a 
consideration of USD2b; (2) Alibaba and Yunfeng Fund invested USD700m in NetEase Cloud Music. For the 
Kaola deal,  the USD2b valuation implies 0.8x FY19F price to sales, JD’s 0.6x. The merger of Kaola and 
Tmall International will give Alibaba more than half of the cross-border e-commerce market, and the 
consolidation of Kaola will contribute ~5% of Alibaba’s FY20F revenue.  
 
Sunny Optical (2382 HK)  

Shipments of mobile phone lenses reached 133m units in August, up 46.5% YoY, mainly due to the 

increase in market share. In Aug, the shipment volume of vehicle lens was 4.65m pieces, up 31.5% YoY. 

The shipment of mobile phone camera modules was 56.3m, up 22.3% YoY.  

 

Lonking (3339 HK) 

Management revealed that it targets to maintain dividend payout at 60%, this implies ~10% yield. This 

could be a future catalyst. As of end-Jun, Lonking’s net cash and financial investment amounted to 

RMB4.6b, representing 60% of the current market cap.  

 

Legend (3396 HK) 
Core net profit from strategic investments grew 52% YoY in 1H19, helped by the turnaround across IT, 
advanced manufacturing and narrowing loss in Innovative consumption segments. Market expects outlook 
for IT to remain positive in 2H19.  
 
CIMC Enric (3899 HK) 
Market expects company’s outlook is stabilizing starting 2H19. For energy equipment segment, vessel-use 
fuel tanks and vessel deliveries are likely to improve to support revenue growth in 2H19. For liquid food 



segment, Enric will replenish its backlog with potential new orders of up to USD300m in 4Q19.  
 
CSSC Shipping (3877 HK)  
Its subsidiary, CSSC Shanghai, has entered into a JV agreement with CSSC Research Institute, CITIC 
International and Shenzhen Baize. The JV will be established to principally engage in R&D of industrial 
intelligent technology for ships and marine equipment, as well as the design, manufacturing or operation 
of intelligent ship systems.   
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