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Market Overview Yesterday, Hong Kong and mainland China stocks fell after China’s Aug 
economic data missed consensus estimates. China official PMI was 51.0, 
missed consensus. The Hang Seng Index was down 245pts to 25,177pts 
with an increase in turnover of HKD181.7b. Technically, the index tried to 
reach above its 25-day Moving Average yesterday, yet, it experienced 
intraday reverse. The index is expected to get supportive level at its 100-
day Moving Average (c.24, 600pts). Several new economy stocks reached 
historical high, including Alibaba-SW (9988 HK), Xiaomi-W (1810 HK). On 
the other hand, Geely Auto (175 HK) surged 4% and closed at HKD16.38, 
after the company said it had completed its listing consultation and was 
ready to submit an application to be listed on Star Market in Shanghai, 
according to the local securities regulator in Zhejiang province. 

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

China Macro 
According to the National Bureau of Statistics, the Aug official manufacturing Purchasing Manager’s Index 
(PMI) came in at 51 (vs. July of 51.1), slightly missed consensus forecast of 51.2. In the report, it stated 
that demand was gradually recovering, with new orders for products such as pharmaceuticals and 
electrical machinery and equipment moving at a faster pace in August than in July. Exports were also 
improving in general. In addition, heavy floods in south China have also impacted manufacturing activity. 
Today, Caixin PMI will be released with consensus forecast of 52.60. 

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

YumC (YUMC US) 
YUMC offers its secondary listing in HK, start today. The listing will involve the offering of 41.9m new 
shares (96% global offering and the rest HK public offering). Offer price will not be more than HKD468 
(USD60.39) per share. Net proceeds will be around USD2.5b (HKD19.3b).  Its stock code would be 
9987.HK. The proceeds will be for (1) expanding and deepening its restaurant network; (2) investment in 
digitization and supply chain, food innovation and value proposition and high-quality assets; and (3) 
working capital and general corporate purpose. Market believed the listing will help ease the risk of US 
delisting stemming from the PCAOB move, and it will also widen its shareholding base to Asia investors. 
Overnight, its U.S. share price closed at USD57.71.  
 
KWG Group (1813 HK) 
KWG announced 1H20 core net profit of RMB3,302m (+31% YoY). Its proportionate gross margin in 1H20 
came down by 3.3ppts YoY to 32.8%. Its net gearing declined to 59.2% as at end-June (vs. end-2019: 
75.4%). Its management stated that it will continue to strive for a lower net gearing and positive cash 
flows. In 1H20, KWG achieved YoY contract sales growth of 2% to RMB36.8b. Its July sales recovered 
further, leading to an expanded sales growth of 8% YoY in 7M20. In addition, its property management 
unit, KWG Living, submitted its listing application in June and will likely be listed before the end of this 
year. This will act as positive catalyst in the near term.  
 
CMB (3968 HK) 
Although its 1H20 net profit fell 1.6% YoY on loan impairment losses, its results has already outperformed 
its peers, given that SOE bank net profit recording 11-16% YoY decline. CMB’s revenue and PPOP rose 
6.8%/5.0% YoY in 1H20, driven by stable net interest income growth and good fee and investment 



incomes. However, impairment losses were up 22% in 1H20, resulting in the net profit decline. NIM in 
1H20 was flat HoH, and down 20bps YoY. 2Q20 NPL ratio rose 3bps QoQ to 1.14%. NPL coverage ratio fell 
11ppts QoQ to 440%, but LLR/loans were up 1bp QoQ to 5.02%. 
 
Tsingtao (168 HK) 
Tsingtao reported 2Q20 results with 9.1% sales growth and 60.1% net profit growth. Net profit was 30% 
above market expectations. The growth was driven by a product mix upgrade and efficiency 
improvement. Among key brewers, Tsingtao has delivered the highest earnings growth in both 2Q/1H20. 
This should be supported by its reform since 2019, which shifting focus its resources in high growth and 
high return areas. Market expected the company's high earnings growth to continue in 2H20 and over the 
next few years. 
 
CNBM (3323 HK) 
CNBM's 1H20 net profit amounted to RMB5.4b (-6.4% YoY); this beat market expectations. Sales volume 
for cement and clinker recovered strongly in 2Q thanks to pent-up demand, 1H sales volume reached 
164m tons (-3.5% YoY) (vs. 1Q20 down 25% YoY). Net gearing was at 102% (vs.107% at 2019 year-end). Its 
management expects more debt reduction in 2H20. Valuation-wise, the stock is trading at 0.7x and 6x 
forward P/B and PER, respectively, below its 10-year historical mean. 
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