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Market Overview Investors have to keep an eye on include the flu outbreak in Wuhan and 
the ongoing protests in Hong Kong. The Hong Kong and mainland China 
markets are approaching the Lunar New Year holiday, the Shanghai and 
Shenzhen markets will close on Friday (24 Jan) for Lunar New Year 
holiday and will resume trading on 31 Jan, while Hong Kong will have 
half-day trade Friday and resume trading on 29 Jan. Chinese health 
authorities confirmed more than 200 cases of a new SARS-like virus as the 
country's peak holiday travel season begins, sparking concerns over 
spread of the viral strain and its possible impact on economic growth. The 
index may get its first supportive level at its 20-day Moving Average 
(28,400pts), depending on the spread of the flu outbreak. 

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

China Healthcare 
The bidding for 3rd round of centralized procurement kicked off on 17 Jan. Average price cut of c.57%, 
which was largely in line with market expectations. CSPC (1093 HK), Hengrui and Beigene (6160 HK) won 
bids for albumin-bound paclitaxel with 69%, 68%, and 52% price cuts, respectively, implying 48%, 28%, and 
24% volume share. The bidding results may be implemented by April 2020, covering all public and military 
hospitals, while other hospitals and pharmacies have also been encouraged to participate.  
 
China Property 
NBS reported Dec 2019 national property market statistics. Property sales volume/value was -2%/+1% YoY 
(vs. +1%/+7% YoY in Nov 2019). Blended ASP was up 3% YoY (vs. +6% YoY in Nov), bringing the nationwide 
property ASP to RMB9,146/sq.m. in Dec (vs. 9,320/sq.m. in Nov). As a result, aggregate property sales 
value in FY2019 reached new highs of RMB16tri (+7% YoY), with property sold largely flat and blended ASP 
rising 7% YoY to RMB9,310/sq.m.. Looking forward, market expects to see a 5% YoY decline in property 
price in 2020 amid rising supply competition, esp. in higher-tier cities. 

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

Tencent (700 HK) 
Its chairman Pony Ma sold 5m Tencent shares from 14 to 17 Jan at average prices of HKD398.1 to 
HKD401.4 per share, according to a filing with HKEx. After the sale, Ma’s holdings at Tencent dropped to 
8.53% from 8.58%. It was his first share sale in more than two years.  
 
CM Bank (3968 HK) 
CM Bank reported preliminary 4Q19 results, with net profit growth of 18.6% YoY and operating revenue 
growth of 3.3% YoY. The NPL ratio declined by -3bp/-20bp QoQ/YoY, which could lower CM Bank's credit 
costs in 4Q19. The company will disclose the full year report on 20 Mar, and investors have to focus on: 
(1) deposit mix; (2) the liquidity outlook and ; 3) whether credit cost could be lower. 
 
Stella Holdings (1836 HK) 
The company's 4Q19 revenue sales dropped 11% YoY and OEM segment sales were down 9% YoY with 
volumes down 9% and ASP flat. Management explained the decline in volumes was caused by the workers 
in Vietnam factories had higher absence rate in 4Q19. As a result, company lost 2 weeks of production 
with 700k pairs of shoes and 3m USD as additional airfreight cost in 4Q19. Looking into 2020, management 
expected flattish OEM volume and ASP in 2020 and adjusted OPM of 9% as the company will likely 



continue to improve its product mix with a lower percentage of mass market casual orders. 
 
Angang Steel (347 HK) 
Its share price slumped on a worse-than-expected preliminary earnings release. The company reported its 
FY19 preliminary earnings, which were down by 80% YoY at RMB1.6b, which missed consensus forecasts. 
The declines were mainly due to: (1) steel price decline due to weak demand from manufacturing 
sectors; (2) rising raw material prices; and (3) the company made an RMB338m impairment loss provision 
for its uncollectible bank acceptance bills. 
 
CRRC (1766 HK) 
In 2019, CRRC Zhuzhou delivered 465 units of locomotives and 1,499 urban RTVs (vs. 450 units and 1,200 
units in 2018, respectively). In 2020, CRRC Zhuzhou expects its locomotive deliveries to remain flat and 
urban RTV deliveries to grow over 10% YoY. Market believes Urban RTV business should benefit from ASP 
increase given eased competition and robust maintenance demand in the next 3-5 years. 
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