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Market Overview A sharp fall in the China and Hong Kong stock markets yesterday was a 
result of investors stepping up profit taking in China-based consumer 
stocks, as concerns deepened over the outbreak of a new coronavirus 
strain. The Hang Seng Index slumped 2.8% (810pts) to 27,985 with a 
turnover of HKD132.8b. Industries benefiting from the infectious disease 
include pharmaceutical stocks and makers of medical equipment such as 
surgical masks. On the other hand, consumer-related stocks have taken a 
heavy beating over concerns about weak spending during Lunar New Year. 
The stocks affected include airlines, airports, restaurant chains, as well 
as Macau gaming stocks.  

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

China Airline 
The new flu outbreak raises uncertainty over Chinese outbound travel during the upcoming Spring Festival 
break and onwards. Representing a new strain of coronavirus within the same family as SARS and MERS, 
admittedly the growing infection rate and spread to other Chinese cities and countries such as Thailand 
and Japan may lead to Chinese tourists cancelling and reviewing their upcoming holiday travel plans as a 
precaution. Dating back to SARS (in 2003) and MERS (in 2015), the outbreaks led to slow PAX growth as 
PAX was cut back on unnecessary air travel amid the risk of a nationwide epidemic.  

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

PICC P&C (2328 HK) 
The company estimated its 2019 net profit to increase 35% to 60% YoY (2018 net profit of RMB15.5b). The 
earnings growth was driven by a steady increase in premium income, an increase in total investment 
income and a one-off recognition of the impact of the New Policy (Policy for Pre-tax Deduction of 
Handling Charges and Commission Expenditures of the Insurance Enterprise) on the income tax expenses.  
 
MicroPort (853 HK) 
MicroPort released a positive profit alert, indicating that its 2019 net profit to increase of not less than 
88% as compared with USD23.9m in 2018. The increase in net profit was attributable to: (1) >30% YoY 
increase in the income of drug stents in the cardiovascular product segment; (2) the rapid promotion of 
new products; (3) the successful launching and wide market recognition of Vitaflow; (4) investment gain 
on partial disposal of equity interests in Shanghai MicroPort. 
 
L’Occitane (973 HK) 
L’Occitane released its quarterly update for the period ended 31 Dec 2019. In 3QFY2020, its net sales 
grew by 17.9% at reported rates and 15.2% at constant exchange rates. By brand, L’Occitane en Provence 
remained strong with growth at 6.3% in 3QFY2020, further accelerated the YTD growth at 6%; sales of 
LimeLife further improved in 3QFY2020 with 11.7% growth; and ELEMIS grew by c.20% for 9MFY2020. 
Growth in 3QFY2020 by geographic area, led by the UK (+98.4%), China (+32.4%) and the US (+22.5%). 
 
China Coal (1898 HK) 
The company announced its 2019 preliminary results of RMB6b-6.4b (+34 to 43% YoY). The results imply 
4Q19 net income of RMB239-639m, representing -44% to +51% YoY growth. Market believes the earnings 
growth was mainly driven by higher sales volume due to release of advanced production capacity. Its 2019 
total sales volume increased by 39% YoY to 231.2m tons, while Dec 2019 sales volume up by 61% YoY to 



23.1m tons. 
 
Haitong Sec (6837 HK) 
Haitong estimated its 2019 net profit will amount to RMB4.2b-4.5b, implying 80% to 86% YoY growth. The 
company explained the growth because the company had the ability to capture market opportunities, 
strengthened its assessment and optimized its mechanism in 2019. It further stimulated the vitality of 
traditional brokerage, investment banking, asset management and other business activities, enriched the 
connotation of capital intermediary business, and optimized the allocation of capital. The incomes 
derived from its various businesses increased YoY. 
 
CRCC (1186 HK) 
CRCC's 4Q19 construction new orders grew by 25% YoY, compared with the 46% YoY gain in 3Q19 and 38% 
YoY in 2Q19. CRCC’s strong new contract growth in construction resulted from the surge in railway and 
municipal projects, for which new orders were up significantly by 36% and 34% YoY, respectively. The 
continued solid growth in municipal projects in 4Q19 was driven by the increased orders in housing and 
overseas contracts. New road contracts, on the other hand, recorded a 6% YoY loss in 4Q19 (vs. +102% 
YoY in 3Q19), probably due to the high base in 2018 and 3Q19. 
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