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Market Overview Yesterday, Hong Kong stocks slipped, with Tencent (700 HK) declining on 
fears its WeChat social media app could be swept up into the US “clean 
network” campaign claiming Chinese-made technology poses security 
risks. This expanded the US charge against Huawei and other Chinese tech 
giants over a mix of security and human rights abuse claims. Tencent fell 
as much as 3.1%, before narrowing its loss to 1% at the close. The Hang 
Seng Index closed at 24,930pts (-171pts) with a turnover of HKD135.8b. In 
the near term, the market will be heavily depended on geopolitical risks 
and the China-US tension. Eyes on Macau gaming sector and Sunac (1918 
HK). The former is for the news that yesterday Macau’s Secretary for 
Security, Wong Sio Chak, said that there could be “good news” presently 
on what he termed the “border opening” process between mainland 
China and Macau. While, the latter is for its proposed spin-off of its 
property management company.  

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

China Semi & Software  
On 5 Aug, the government issued policies to support the IC and software industry.  The policy paper 
focuses on eight areas: (1) tax incentives; (2) financing; (3) R&D; (4) export; (5) human capital; (6) IPRs; 
(7) applications; and (8) international cooperation.  It applies to (1) IC design houses; (2) semiconductor 
fabs; (3) semi equipment makers; and 4) software companies. Market states that income tax concessions 
are not much different from what semi and software companies are currently getting. Hence, it is 
unlikely to have a material benefits. Yet, the most significant areas are exemption of import duties for 
imported materials and equipment for the semi industry. Positive to the industry's long-term 
development: SMIC (981 HK), Hua Hong (1347 HK). 

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

Sunac (1918 HK) 
Sunac proposed to spin-off and separately list the shares of its subsidiary, Sunac Services, on the main 
board of the HKEx. Sunac Services is principally engaged in the provision of property management 
services, value-added services to non-property owners and community value-added services. The 
company believed the proposed spin-off would (1) enable the company to have a separate fund-raising 
platform and to establish a separate and broad investor base through the global offering; and (2) enable a 
more focused development, strategic planning and better allocation of resources. This proposal should be 
positive to its share price in the near term.   
 
SMIC (981 HK) 
SMIC's 2Q20 revenue was a record high of USD938.5m (+3.7% QoQ or +18.7% YoY) and its 2Q20 gross profit 
was 26.5% (vs. 1Q20 of 25.8% and 2Q19 of 19.1%). Its 2Q20 net profit was USD138m (+115% QoQ or 
+644.2% YoY), beat market expectation. Yet, the company provided a conservative 3Q20 guidance of 
revenue to increase by 1% to 3% QoQ and gross profit margin to range from 19% to 21%.  
 
PCCW (8 HK) 
PCCW's 1H20 results were relatively stable with revenue and EBITDA of HKD18.3b (+8% YoY) and HKD5.4b 
(+2% YoY), respectively. Its media business revenue stable at HKD1.9b. The company announced two 
actions: (1) proposed to transfer PCCW media ltd "NOW TV" business to HK Telecom (6823 HK) subsidiary 



at HKD1.95m; (2) proposed to spin-off PCCW OTT (over-the-top) business on separate listing or seek to 
introduce additional investment/ financing from strategic partners. This restructuring should be positive 
on PCCW given that this move can potentially to enhance cross-selling of services, enrich product offering 
and improve operating efficiencies. Market expected to see potential acquisition on PCCW. 
 
MTR Co. (66 HK) 
MTR's 1H20 revenue and net loss were HKD21.59b (-23.6% YoY) and HKD334m (vs. 1H19 net profit of 
HKD5.51b). The loss was mainly caused by the decline in Hong Kong transport operations' revenue (-42% 
YoY) and the investment property revaluation loss of HKD5.97b (vs. 1H19 gain of HKD2.07b). The company 
has declared interim dividend of HKD0.25 per share. The company stated that its Hong Kong transport 
operations, station commercial and property rental businesses have been significantly and adversely 
affected as a result of the Covid-19 pandemic.  
 
CKH Holdings (1 HK) 
CKH's 1H20 revenue, EBITDA and net profit amounted to HKD189.9b (-12% YoY), HKD59.3b (-10% YoY) and 
HKD13b (-29% YoY). The results set were fall into the lower bound of market expectation. Interim 
dividend of HKD0.614 per share was declared (vs. 1H19 of HKD0.87 per share). The company believed 
that recent developments in June and July suggest some signs of moderate stabilisation with various 
markets in Europe and in the Mainland gradually relaxing the restrictive measures. If these trends 
continue, the company has confidence that there will be a more constructive operating environment in 
2H20E. 
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