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Market Overview Last Friday, China and Hong Kong stock markets experienced 
directionless, with the Shanghai benchmark picking up momentum as it 
heads toward recording its best month in more than a year, driven by 
China’s latest bright economic data. Investors piled into the market after 
China’s July PMI pointed to a continued strong recovery in the economy. 
The official PMI stood at 51.1, better than June’s reading of 50.9 and the 
market consensus expectation of 50.8. Smartphone component makers 
surged after Apple’s quarterly earnings beat market expectations. Today, 
keep an eye on HSBC (5 HK), Hang Seng Bank (11 HK), Wharf (4 HK) 
results announcement. Market expects HSBC’s profit before tax to decline 
c.60% YoY. 

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

China Cement 
According to Digital Cement, cement manufacturers in East China announced they will lift clinker price by 
RMB20/t to RMB340/t, starting 30 July. The price hike is early than expected. They believe the cement 
price hike may also happen earlier than previously expected if shipment remains good. The price drop 
last week became moderate. By last week, China's average cement price dropped 0.4% WoW to RMB424/ 
t. The price decline was mainly in Anhui, Guangdong, Chongqing, and Gansu, in the range of RMB10-30/t. 
Overall, as the rainy season comes to the end, with demand gradually trending up, price is expected to 
rebound soon in Aug. Related stocks: CR Cement (1313 HK), Anhui Conch (914 HK) and CNBM (3323 HK). 
 
Macau Gaming  
China authorities announced today the resumption of all non-tourist visas to Macau for all provinces, 
starting from 12 Aug. These will include business, government, family/ study-related and other visas, but 
still exclude IVS and tour groups. The news is positive for Macau as it opens up the VIP market beyond 
Guangdong. More importantly, the policy loosening comes only two weeks after the relaxation of 
quarantine requirements for patrons travelling between Guangdong and Macau, and market believes it is 
indicative of further opening up in the near-term as long as the Covid-19 situation remains stable in 
Macau and Guangdong. The next step could be the resumption of IVS for Guangdong, driving mass 
recovery for Macau. Valuation-wise, the sector is trading at c.9.5x forward EV/EBITDA, which is c.1.6x 
S.D. below long-term mean.  
 
Profit Warning  
(1) Genscript Biotech (1548 HK). The company expects to record a 1H20 net loss of c.USD153.1m-177.3m 
due to net loss of its cell therapy business and one-time non-cash charge; (2) Goodbaby (1086 HK). The 
company expects a decline in revenue ranging from c.15-20% YoY and a decline in net profit ranging from 
c.60%-70% YoY for the six months ended 30 Jun, mainly due to the impact of the outbreak of Covid-19; (3) 
Bonjour (653 HK). It expects to record a substantial increase in net loss by not less than 300% YoY in 1H20 
(vs. 1H19 net loss of HKD29.m).  
 
Positive Profit Alert 
(1) Ever Shine Lifestyle (1995 HK). The company expects its 1H20 net profit to increase by more than 60% 
YoY, driven by (a) the increase in G.F.A. of properties under management; (b) the growth in revenue 
generated from community value-added services; and (c) the financial effects brought by previous 
acquisition; (2) Hailan Holdings (2278 HK). it is expected that the company will record a 1H20 profit after 
taxation in the range of c.RMB30m-40m (vs. 1H19 net loss of RMB19.8m); (3) Kaisa Prosperity (2168 HK). 
The company expects its 1H20 net profit to increase by 30%-40% YoY. The increase was mainly 
attributable to (a) the increase in G.F.A. of properties under management; (b) consolidation of the 
financial results upon the completion of two acquisitions; and (c) the growth in revenue from smart 



solution services. 

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

BUD APAC (1876 HK) 
BUD APAC sales declined 10.2% YoY on normalised EBITDA drop of 17.2% YoY in 2Q20, which is improving 
from sales/EBITDA down 39%/68% YoY in 1Q20. Sales were largely in line while EBITDA is better than 
market expectation. The positive surprise comes from China operation on the back of  (1) operating 
leverage as sales volume growth recovered to MSD in 
May-June; (2) efficient cost savings with more local production; and (3) super premium segments 
retaining double digit growth. For Korea, while the recovery pace is slower than China in 2Q20, market 
share continues to improve QoQ. Looking ahead, market believes the strong momentum will continue 
backed by (1) healthy channel inventory level, (2) sequential recovery of nightlife channel and (3) easy 
comparable base of 2H19. 
 
MGM China (2282 HK) 
MGM China reported adjusted property EBITDA loss for 2Q20 of USD114m and luck adjusted EBITDA loss of 
c.USD116m, in-line with consensus forecast. VIP rolling and mass GGR were down significantly by 96% and 
97% YoY, due to border restrictions during 2Q20. Its management indicated that monthly cash outflows 
(opex, capex, interest expense) run at USD65m, representing c.USD2.2m/day. With total liquidity of 
USD1.5b, the company believes it could sustain operations for c.22 months, assuming zero revenue. The 
company views the recent announcement on Macau non-tourist visas resumption for all provinces in China 
as positive for business, and believes IVS resumption could come in mid-Sept, or even earlier, which 
should be positive for mass market recovery. 
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