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Market Overview The Hang Seng Index fell in the last trading day in 2019. The index 
declined 129pts to 28,189 with a turnover of HKD48.4b for a half trading 
day. Tencent (700 HK) contributed the most to the index decline. 
Investors eye on the phase one deal signing this weekend. News said vice-
Premier Liu He is set to lead a delegation to Washington this Sat, where 
he is expected to sign a phase one deal that would significantly de-
escalate the US-China trade war. Since more trade deals are expected to 
be signed, the market is expected to set for a good start in 2020.  

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

China Momentary Policy  
The PBOC announced a broad-based RRR cut of 50 bps which will be effective from 6 Jan. It estimated 
the cut will release c.RMB800b liquidity and reduce banks’ funding costs by c.RMB15b per year. In 
addition, the statement emphasized PBOC's focus on increasing lending to SMEs and the real economy. 
While the cut itself is well expected, market expects the market to react positively on a series of new 
policies, including LPR application to back book, revision to Securities Law. Chinese brokerage sector 
should benefit the most, followed by banking and insurance sector.  
 
China Macro  
According to the National Bureau of Statistics (NBS), the purchasing managers' index (PMI) for China's 
manufacturing sector stood at 50.2 in Dec (vs. Nov of 50.2 and estimate of 50.1). On a MoM basis, the 
sub-index for production gained 0.6 points to 53.2 in Dec, signaling faster expansion, while that for new 
orders fell slightly to 51.2. Imports and exports were improving in Dec, as the sub-index for new export 
orders gained 1.5 points to 50.3, the first expansion since June 2018. The sub-index for imports climbed 
0.1 point month on month to 49.9.  
 
China Coal Sector  
For the week ended 27 Dec, the average CCTD 5,500 coal price remained relatively flat WoW at 
RMB549/t. Daily consumption at IPPs rose by 7.7% WoW to 768kt, a strong rebound after last week’s 
decline. Consequently, IPPs’ inventory days dropped by 2.1 days WoW to 20.7 days. The average coal 
inventory at QHD dropped by 7.3% WoW to 5.3m tonnes. Market sentiment may be slightly improved by: 
(1) robust coal demand as the winter peak season kicks off officially; and (2) potential tightening in 
security inspections given the recent accidents in Guizhou, Heilongjiang, Sichuan and Shanxi. 

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

Tencent (700 HK) 
A consortium led by China’s Tencent agreed to buy 10% Universal Music Group from Vivendi, after months 
of talks. The deal values Universal Music at EUR30b and allows Tencent and its partners to increase the 
stake to as much as 20% for the same price before 15 Jan 2021. 
 
Xiabuxiabu (520 HK) 
The company plans to expand its existing take-away business in China, expecting to contribute 15-20% of 
its revenue and cover 73 cities (vs. current 55 cities). In addition, the number of the brand’s restaurants 
has reached 100, more than double that of end-2018, and it plans to open 50–60 restaurants in 2020.  
 
 



Tianneng Power (819 HK) 
Share price gained after saying its batteries operation has applied to list on Shanghai’s Star board. Its 
proposed initial public offering and listing of shares on the Science and Technology Innovation Board has 
received a notice of acceptance of the application from the Shanghai Stock Exchange on 30 Dec 2019. The 
unit is expecting to raise c.RMB3.6b through the offering. 
 
Comba Telecom (2342 HK) 
Comba Telecom is a key base station antenna supplier to both telecom equipment makers and telcos, and 
an early mover in small cells. Market expects the 5G capex cycle in China to bring a new wave of demand 
and growth opportunities for Comba’s antenna and small cells. 
 
Budweiser APAC (1876 HK)  
Its share price fell below its IPO price for the first time in Tue, coming after Jefferies lowered earnings 
estimates and its stock target. The broker anticipated Budweiser's 4Q revenue drop partly due to weak 
sales at China night clubs, as authorities are cracking down on illegal joints. Besides, it is difficult for 
Brewer to raise prices in 2020 and will probably increase ad spending to protect market share, pressuring 
margins near-term. 
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