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Market Overview Mainland and Hong Kong started off the second day of trading in the new 
year with gains, but then struggled, partly due to worries about US-Iran 
tensions after the US launched an air strike that killed Iran's top military 
commander. The Hang Seng Index corrected 92pts to 28,451 with a 
turnover of HKD97.9b. Market expects there is some profit taking 
pressure, yet, the correction will be only short term. The index is 
expected to hold support above the 28,000 level.  

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

China 5G 
China Broadcast Network (CBN) has officially received permission from China's MIIT to conduct 5G trials 
on 4.9GHz band in 16 cities. CBN has previously obtained 700MHz band for 5G as well. Based on CBN's 5G 
trial network construction plan, the company will invest c.RMB2.5b in the trial phase for 16 cities, and 
expand coverage to 40 large cities in 1H20, 334 cities in 2H20, and national coverage in 2021. This news is 
positive to the supply chain in the longer term as CBN expands 5G coverage nationally. 
 
China Heavy Duty Truck 
Dec 2019 China heavy duty truck (HDT) sector sales increased 9% YoY to 90k units. The full-year 2019 
China HDT sales reached 1.17m units (+2% YoY). Market expects the strong sales momentum is likely to 
continue into 1Q20, which could be witnessed by Shaanxi Auto's order backlog of 15k units as of Dec 2019. 
In addition, the need for property and infrastructure investment to support overall China economic 
growth could help China HDT sales at >1m units in 2020.  
 
China Brokerage  
Capital market reform measures are as follow: (1) Securities Law revisions, which included provisions to 
expand registration-based IPOs and (2) successful launch of CSI 300 index/ ETF options. Market expects 
further regulatory relaxation to support direct financing, product launches and further rule relaxations in 
the derivatives market. Valuation-wise, the H-listed brokers are currently trading at 0.90x P/B, still 
below the three-year average of 0.96x. Related stocks: CITICS Sec (6030 HK), CICC (3908 HK). 

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

CNOOC (883 HK) 
The company will host its annual 2020 Strategy Preview on 13 Jan 2020, where the company provides the 
market with production and capex guidance for the coming year. It is expected that CNOOC to raise its 
2020-21 production guidance by c.3%, bringing its volume growth to a c.6% CAGR through to 2022. 
 
China Modern Dairy (1117 HK) 
The company announced it will dispose 2 of its wholly owned subsidiaries engaged in energy production 
(from dairy farm waste). The company will get RMB148.5m of cash and a non-cash gain of RMB67m after 
the transaction. The company aims to use the proceeds to repay bank loans and general working capital. 
 
Nexteer (1316 HK) 
Nexteer announced that Mr. Michael Richardson has retired from his position as Executive Director and 
President from January, 2020. There will be no new president at the moment, but CEO Mr. Guibin Zhao, 
Global COO Mr. Tao Liu and the rest of Nexteer's senior leadership team will assume Mr. Richardson's 
duties. Given that Mr. Richardson had been acting as the representative of Nexteer, his retirement might 



lead to some concerns over operational hiccups and investor communications. 
 
Jinxin Fertility (1951 HK) 
Management outlined a clear M&A strategy in southeast Asia, which would build a global-standard IVF 
center in Laos due to its friendly IVF policies and convenience to Chinese patients. Management expects 
to complete the new IVF center in 1H20 and start business in 2H20. In addition, management shared its 
view on the China IVF market trend and believes the upside potential is still very big, despite the 
decreasing birth rate. The low birth rate in China is mainly caused by low pregnancy intention. This is 
actually favorable for the IVF business, as high infertility rate is correlated with the increasing age of 
women. 
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