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Market Overview Hong Kong and China stocks slipped a bit in yesterday afternoon trading 
as investors weighed worsening US-China relations against fresh signs the 
world is on course for economic recovery after being hammered by the 
coronavirus pandemic. Yet, the Hang Seng Index was slightly up 0.2% 
(+40pts) to 24,366 with a turnover of HKD125.4b. Investors are nervous 
about rising US-China tensions and also whether a strong rally in Hong 
Kong and mainland stocks is running out of steam. The Hang Seng has 
gained over the past three sessions. 

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

Hong Kong Property 
Market believes home prices in Hong Kong have bottomed out and expects prices to fall by 5% this year, 
mainly as a result of the virus epidemic but offset by a long-lasting undersupply situation. The 
quantitative easing in the United States also supports residential property prices in Hong Kong. On the 
other hand, market is bearish about the local commercial and retail property market. Office rents will 
drop by double digit with rising vacancy rates this year.  
 
China Cement  
Industry expert expects in the near term the release of pent-up demand to continue in Jun to Aug even 
though wet weather could affect the magnitude of construction acceleration. More projects are expected 
to enter the bidding stage than last year and the approval bidding process is observed to been 
accelerating. In the medium term, market expects demand to remain stable, further urbanization is still 
encouraged by the government and the development of city clusters such as Beijing-Tianjin- Xiong’an, 
Sichuan-Chongqing and Xi’an-Xianyang-Baoji will continue to guarantee stable cement consumption. 
Related stocks: Conch Cement (914 HK), CNBM (3323 HK), CR Cement (1313 HK). 
 
China Property 
May contracted sales of major developers showed a strong trend with 14% YoY and 17% MoM growth, well 
above April's 4% YoY decrease, beating the market's expectations. In addition, there was a strong weekly 
sell-through rate for new launches at 60-70% for both Tier-1 & -2 cities. It is observed that new launches 
in Tier-2 cities have picked up quickly since mid-April, with over a 65% sell-through rate in May. Sales 
have also posted YoY increases since May, esp. in Tier-2 & -3 cities. Looking forward, the developers are 
expected to plan to further speed up new launches in June and July, which should support sales 
momentum. 

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

Kingsoft (3888 HK) 
Kingsoft Cloud (43% owned by Kingsoft) reported 1Q20 results with total revenue of RMB1.4b (+64% YoY) 
and non-GAAP gross margin of 5.3% (+10.6ppts YoY), on track to meet its guidance of break-even by end-
2020. The company guided 2Q20E revenue at RMB1.5b-1.54b (+63% YoY at the midpoint). Management 
also believes that further improvement in its gross profit/EBITDA margin will be driven by (1) further 
diversification of customer vertical mix (majority now from video, which generally has lower margin vs. 
other vertical-cloud solutions); and (2) continued improvement in economies of scale. 
 
Tencent (700 HK) 
Online games have seen traffic and time spent continue to normalise as into 2Q as COVID-19 impact 



fades. Yet, its management remains confident on the growth outlook on the back of a strong pipeline for 
both domestic and international markets. Its management also highlighted the importance of technology 
in improving game quality, user experience, engagement level and monetisation. On advertising, overall 
the traffic normalisation into 2Q has negatively impacted impression and also pricing for performance 
ads.  
 
CPIC (2601 HK) 
The company and the subsidiary of Swiss Re have entered into a cornerstone investment agreement. 
Market estimates the number of GDR Swiss Re will acquire represents c.104m common A shares, 
accounting for c.16.5% of total new common shares under this GDR issue. This move is expected to help 
improve CPIC's corporate governance and speed up its internationalization. CPIC is expected to issue GDR 
at a discount of c.10% to its A-share price, and the pressure on stock price to be relatively limited. 
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